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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 Sharecholders for
the HEC CJ Pharm EGM and the HEC CJ Pharm
H Shareholders for the HEC CJ Pharm H Shareholders’
Class MEELING . . .o vttt e e e e e e 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 . . . . ... 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 ... ... .. .. e 4:30 p.m. on
Friday, August 1, 2025

Closure of registers of members of
HEC CJ Pharm . . . . . . e e e e e 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
on Wednesday, August 6, 2025

Announcement that all
Conditions to implementation

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 . .. ....... ... .. ... 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

GUATANTEES .« o v vttt e e e e e e e within 30 days after the

Notes:

1

2

3)

4)

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)

The timetable may be subject to change. Further announcement(s) will be made in the event that there is any
change.

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

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.

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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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 be
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 65 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, RMB5,745.8 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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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
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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) Al E® (W B E] At E R 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

_2_
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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 JC& 8
1), Dr. Gu Baohua (&/£#E1#H 1), Dr. Ye Qunrui (ZE#Hi1H 1) and Dr. Cai Xiaoli (%<BEH] 5
EL# 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
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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

. 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

_5_
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o 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

. 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.

_6—
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Notes:

1

€3

3)

)

(5)

(6)

(N

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.

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.”

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 (BIZRFEALEY) B #2018 4FhR)) MU#H%1) 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.”

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+47 Cities” and Nationwide.”

This drug has also been sold overseas. For details of our sales overseas, see “Business — Sales, Marketing and
Distribution — Sales Outside the PRC.”

We also sell oseltamivir phosphate capsules in 75 mg doses under the brand Yangjiantai (#f#%5®). 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.

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.

— 10 =



SUMMARY

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 3097403 812% 5,546,118 86.9% 2580704  64.2%
drugs . . . . ..
(larithromycin Infections caused by 52,293 1.4% 41,875 0.7% 43,146 1.1%
clarithromycin sensitive
bacteria
Morxifloxacin Hydrochloride  Infections caused by 33434 0.9% 47516 0.7% 18214 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 25,111 0.7% 29,778 0.5% 27,566 0.7%
sensitive bacteria
Subtotal” 3718 4% ST05950  894%  LT8%N6 69.4%
Chronic disease Benzbromarone Tablets Hyperuricemia 98 424 2.6% 04,968 15% 109,534 27%
treatment drugs .
Esomeprazole Magnesium ~ Stomach acid related 89,734 2.4% 92,074 15% 206,187 5.1%
Enteric-Coated Capsules diseases
Telmisartan Tablets Hypertension 62,922 1.6% 77,980 1.2% 110,281 27%
Insulin Injections‘z’ Diabetes 12,420 0.3% 69,449 1.1% 136,688 3.4%
Olmesartan Medoxomil Hypertension 44,433 1.2% 42,540 0.7% 59,405 1.5%
Tablets
Subtotal 307,933 8.1% 377211 59% 622,095 15.5%
Total major products 3,527,650 %% 6,083,163 95_4% 341211 w%
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Note:

(1)  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 RMBS830.7
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’anqgiang (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

Group (save as disclosed below in the section

13

— 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

Revenue ... ...... ... ... . ... ... ......
Costofsales .......................
Gross profit . ....... ... ... . L.

Other (losses)/income
Distribution costs
Administrative expenses

Research and development costs .. ......

Reversals/(recognition) of impairment loss

on trade and other receivables . .. ... ..

(Loss)/profit from operations

Finance costs. ... ...................
Share of (loss)/profit of an associate . . . . .

(Loss)/profit before taxation . .........

Income tax

(Loss)/profit for the year. ............

(Loss)/profit for the year
attributable to:

Equity shareholders of the Company . . . ..
Non-controlling interests . .. ...........

(Loss)/profit for the year.............

(Loss)/earnings per share

Basic and diluted (in RMB). . ..........

Year ended December 31,

~-19 -

2022 2023 2024
RMB’000 RMB’000 RMB’000
3,813,566 6,385,616 4,018,905
(891,377)  (1,308,568) (960,274)
2,922,189 5,077,048 3,058,631
(1,294,012) (422,669) 89,743
(1,244,177)  (1,577,083)  (1,197,046)
(387,872) (480,720) (557,116)
(791,642) (827,415) (887,653)
2,575 (3,079) (126,011)
(792,939) 1,766,082 380,548
(686,884) (380,591) (239,787)
- (29) 293
(1,479,823) 1,385,462 141,054
63,908 (371,584) (116,251)
(1,415,915) 1,013,878 24,803
(1,209,205) 184,924 (207,434)
(206,710) 828,954 232,237
(1,415,915) 1,013,878 24,803
(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 . o vt e - 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 RMB5,077.0 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
(ii1) 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 (970,6606)
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 RMB88.8 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:

. 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.
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(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 RMBS81.9 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.

illust

The unaudited pro forma statement of adjusted net tangible assets has been prepared for
rative 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)
5.5

Notes:

€y

2

3)

)

(464,765) 3,307,917 2,843,152 5.13

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.

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).

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.

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
(ii) 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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SUMMARY

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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DEFINITIONS

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”

“Accountants’ Report”

“affiliate(s)”

“AI”

“AIDD”

“Articles” or “Articles of
Association”

“B zcn

“BLA”

“Board” or “Board of Directors”

“Board of Supervisors”

“business day”

the joint announcement issued by our Company and HEC
CJ Pharm on May 10, 2024 regarding the Privatization
Proposal

the accountants’ report for our Group, the text of which is
set out in Appendix I to this Listing Document

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

artificial intelligence

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

the articles of association of our Company, as amended,
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
business-to-consumer

biologics license applications, applications by which a
pharmaceutical company applies to a drug regulatory
agency to bring a new drug to market

the board of Directors of our Company

the board of Supervisors of our Company

a day on which the Stock Exchange is open for the
transaction of business
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DEFINITIONS

“CAGR”

“CCASS”

“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”

compound annual growth rate

the Central Clearing and Settlement System established
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 up and Miscellaneous
Provisions) Ordinance (Chapter 32 of the Laws of Hong
Kong), as amended, supplemented or otherwise modified

from time to time

Sunshine Lake Pharma Co., Ltd. (J& % 5 5t 25 2E B A
FRZvF]), (formerly known as Sunshine Lake Pharma
Limited* (EREGICEEFRAF)), a company
established under the laws of the PRC with limited
liability on December 29, 2003, and subsequently
converted into a joint stock company with Ilimited
liability on June 21, 2023

the Company Law of the PRC (H#& A\ RILFNE A F]i%),
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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DEFINITIONS

“Conditions”

“Conditions to effectiveness”

“Conditions to implementation”

“Controlling Shareholders”

“CSDCC”

“CSRC”

“Delisting Date”

“Director(s)”

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

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

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

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

China Securities Depositary and Clearing Corporation

Limited (" E#EHEFAEHARETAR)

China Securities Regulatory Commission (H Bl 75 75 B &
EHZE)

the date on which the listing of HEC CJ Pharm on the
Stock Exchange has been withdrawn

the director(s) of our Company or any one of them
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DEFINITIONS

“Dissenting Shareholder”

“Domestic Share(s)”

“Dongguan HEC

Biopharmaceutical”

“Dongguan HEC Generic Drug”

“Dongguan HEC Industrial”

“Dongguan HEC Medical”

“Dongguan HEC Medicine”

“Dongguan HEC Pharmaceutical”

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

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 Biopharmaceutical R&D Co., Ltd.* (3
SET R A Y 4ERTHEE A B2 A]), 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 R&D Co., Ltd.* CRZETTH
R YA B BE M8 4T FR 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 Industrial Development Co., Ltd.* (358
TR E R AR/AF), 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 Co., Ltd.* CRZERFGICELES
FRZv7]), formerly known as Dongguan HEC TaiGen
Pharmaceutical R&D Co., Ltd.* (W 5E M5 K5t B ge it
A BRI TN A, 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 R&D Co., Ltd.* (3FETT 5
e 2EMF 55 A RN 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 Pharmaceutical Co., Ltd.* (BR5EH5E
RAEAFR/AA]), 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.* (WFE R 5L EEY)0F
A/ HE]), a company established in the PRC with
limited liability on August 23, 2002 and one of our
Controlling Shareholders

Dongguan Yangzhikang Pharmaceutical Co., Ltd.* (}5E

Mk 2 FEE3EA R EAE/AF]), 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 ("3 A R ILFIE
EFTFBITL), 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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99 < ERINT3

“Group, we” or

13 ”»”

us

our Group,

“Guangdong HEC
Biopharmaceutical”

“Guangdong HEC Technology”

“Guide for New Listing
Applicants”

“HEC Biochemical Pharma”

“HEC CJ Pharm”

“HEC CJ Pharm EGM”

our Company and its subsidiaries from time to time or,
where the context so requires, in respect of the period
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 Biopharmaceutical Co., Ltd* (& # 3 [5
S B BRA 7)), 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 Holding Co., Ltd.* (J& ¥ #
B R 0y 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

the Guide for New Listing Applicants published by the
Stock Exchange effective from January 1, 2024 (as
amended from time to time)

Yichang HEC Biochemical Pharmaceutical Co., Ltd* (H
BRI L BEEH B /A F]), a company established in
the PRC on November 29, 2018 and indirectly controlled
by Ms. Guo and Mr. Zhang

Yichang HEC ChangJiang Pharmaceutical Co., Ltd. (H &
R RILEESE AR A BR /A7) (formerly known as Yidu
HEC Pharmaceutical Company Limited* (‘EL#R #5054
AR/ F]) and Yichang Changjiang Pharmaceutical
Company Limited* (B B RILEEZ AR/ F])), the shares
of which are listed on the Stock Exchange (stock code:
1558), a direct non-wholly owned subsidiary of our
Company

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)”

“HEC CJ Pharm H
Shareholder(s)”

“HEC CJ Pharm H Shareholders’

Class Meeting”

“HEC CJ Pharm Share(s)”

“HEC CJ Pharm Shareholder(s)”

“HKD,” “HK$” or “HK dollars”

“H Share(s)” or “SLP H
Share(s)”

“H Share Registrar”

“HKSCC”

“HKSCC Nominees”

“HKSCC Operational
Procedures”

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

the holder(s) of the HEC CJ Pharm H Share(s)

class meeting of HEC CJ Pharm to be convened for HEC
CJ Pharm H Shareholders, or any adjournment thereof, to
if thought fit,
Agreement, the Merger and the relevant arrangements

consider and, approve the Merger

ordinary share(s) with a nominal value of RMB1.00 each
in the share capital of HEC CJ Pharm

the registered holder(s) of the HEC CJ Pharm Share(s)

Hong Kong dollars and cents, respectively, the lawful
currency of Hong Kong

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

Computershare Hong Kong Investor Services Limited

Hong Kong Securities Clearing Company Limited, a
wholly owned subsidiary of Hong Kong Exchanges and
Clearing Limited

HKSCC Nominees Limited, a wholly owned subsidiary
of HKSCC

the operational procedures of HKSCC, containing the

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”

“Hong Kong HEC”

“Hong Kong Listing Rules” or

“Listing Rules”

“Hong Kong Stock Exchange” or

“Stock Exchange”

“ICH”

“IFRS”

“Implementation Date”

“IND”

“Independent Third Party(ies)”

“Independent HEC CJ Pharm H
Shareholders”

“Independent HEC CJ Pharm
Shareholders”

the Hong Kong Special Administrative Region of the
PRC

HEC (Hong Kong) Sales Co., Limited (7 #5#F5I6E
A2 H]), a company incorporated in Hong Kong with
limited liability on August 25, 2020 and a direct wholly-
owned subsidiary of our Company

the Rules Governing the Listing of Securities on The
Stock Exchange of Hong Kong Limited (as amended
from time to time)

The Stock Exchange of Hong Kong Limited

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 Accounting Standards issued by the International

Accounting Standards Board

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

investigational new drug, an application and approval
process required before drug candidates may commence
clinical trials

a person or entity who is not a connected person of our
Company within the meaning of the Hong Kong Listing

Rules

HEC CJ Pharm H Shareholders other than SLP and SLP

Concert Parties

HEC CJ Pharm Shareholders other than SLP and SLP

Concert Parties
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“Introduction”

“KOL(S)”

“Latest Practicable Date”

“Linzhi HEC Pharmaceutical
Research”

“Listing”

2

“Listing Committee’

“Listing Date”

“Listing Document”

“Long-stop Date”

“Macau”

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

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.* (FRZ
Pt gEEWT 35 A FR/AF]), 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”

“Merger”

“Merger Agreement”

“Ministry of Finance” or “MOF”

“MIIT”

“Mr. Zhang”

“Ms. Guo”

“National Essential Drug List”

“NCCN”

“NDA”

“NDRC”

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

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

the merger agreement entered into between our Company
and HEC CJ Pharm on May 10, 2024 in relation to the
Merger

the Ministry of Finance of the PRC (7% A [ A7 [ B L
%IS) (or its local authority, as applicable)

the Ministry of Industry and Information Technology of
the PRC (¥ AN RILFIE T 2EA115 B1LEB) (or its local
authority, as applicable)

Mr. ZHANG Yushuai (5% Ff), the son of Ms. Guo and
one of our Directors and Controlling Shareholders

Ms. GUO Meilan (3845 R), the mother of Mr. Zhang and
one of our Controlling Shareholders

an area unit used in China, equals to approximately 667
square metres

the National Essential Drug List (2018 version) ( {EI%
FAHEY) H BR(20184FR)) ) promulgated by the NHC, as
amended, supplemented or otherwise modified from time
to time

National Comprehensive Cancer Network

new drug application, a process required by a regulatory
authority to approve a new drug for sale and marketing

the National Development and Reform Commission of

the PRC (W3 A\ R ILFNE B K 2 A % B @) (or its

local authority, as applicable)
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“NHC”

“NMPA”

“North & South Brother (HK)”

“North & South Brother Pharma”

“NPC”

“NRDL”

“Oseltamivir Phosphate Licensor”

“OTC”

National Health Commission of the PRC (93 A R ILAN
B [ % AR AR Z: B ), formerly known as National
Health and Family Planning Commission of the PRC
(“NHFPC”) (h#EANRIEMBIHZ @AM EHETEE
@); references to NHC include NHFPC

the National Medical Products Administration (%%
BB R, formerly known as China Food and Drug
Administration (“CFDA”) (35 & i 25 5 BE B FRAER))
or State Food and Drug Administration (“SFDA”) (8%
s B EMA) or China’s Drug administration
(“CDA”) (B{ZgE N, 2B M R); references to NMPA
include CFDA, SFDA and CDA

North & South Brother International Investment H.K. Co.
Limited (WLl BEEREAR/AT), a company
established in Hong Kong on October 31, 1997 and an
Independent Third Party

North & South Brother Pharmacy Investment Company
Limited (FiILUBEEEREHIRAT), a company
established in Hong Kong on October 31, 2006 and an
Independent Third Party

the National People’s Congress of the PRC (3 A &1k
A A N R AR K E)

China’s National Reimbursement Drug List, also known
as Drugs Catalog for the National Basic Medical
Insurance, Work-related Injury Insurance and Maternity
Insurance ( (FIFKIEABERLLR - TR A F RBRgE
i H#%) ), which was published by MOHRSS, as
amended, supplemented or otherwise modified from time
to time

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

over the counter, drugs sold directly to a consumer
without a prescription, as opposed to prescription drugs
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“PBOC”

“PCT”

“Poisons and Drugs Research
Office”

“PRC GAAP”

“Pre-Listing Investment”

“Pre-Listing Investors”

“PRC Laws”

“PRC Legal Advisor”

“Pre-Conditions”

“Privatization”

“Privatization Proposal”

People’s Bank of China ({7 A [R4R7T), the central bank
of the PRC

the Patent Cooperation Treaty, an international patent law
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

(I A R P 3 o B B o g 49y 2 ) O 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”

“R&D”

“RMB” or “Renminbi”

“Ruyuan HEC Enterprise

Management”

“Ruyuan HEC Industrial”

“Ruyuan HEC Pharma”

’

“Ruyuan Shuaicai Investment

“Ruyuan Xinjing Technology”

“Ruyuan Yangzhiguang
Aluminum”

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

research and development
Renminbi, the lawful currency of the PRC

Ruyuan Yao Autonomous County HEC Enterprise
Management Co., Ltd.* (FLUREEK B iGSRe 228
HABRZAT]), a company established in the PRC with
limited liability on September 2, 2010

Ruyuan Yao Autonomous County HEC Industrial
Development Co., Ltd.* (FLURHE & BiRRE R GG E 2E4
JEABR/AT]), a company established in the PRC with
limited liability on May 28, 2004 and one of our
Controlling Shareholders

Ruyuan HEC Pharmaceutical Co., Ltd.* (FLUFH[5t8%
F AR/ H]), a company established in the PRC with
limited liability on March 5, 2010 and indirectly
controlled by Ms. Guo and Mr. Zhang

Ruyuan Yao Autonomous County Shuaicai Investment
Service Partnership (L.P.)* (FLUREE IR H iR 5RA A 5 & ik
HEBEEERAEE)), alimited 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 Yao Autonomous County Xinjing Technology
Development Co., Ltd.* (FLURHE& B ia800 m B gt
fBR/AH]), a company established in the PRC with
limited liability on June 26, 2001 and one of our
Controlling Shareholders

Ruyuan Yangzhiguang Aluminum Development Co.,
Ltd.*  (FLUERGZ G EERAMRAF), a  company
established in the PRC with limited liability on June 25,
1998
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“Ruyuan Yuneng Electric”

“SAFE”

“SAMR”

“SASAC”

“SAT”

“Securities and Futures
Ordinance” or “SFO”

“SFC”

“Shaoguan Xinyuneng Industrial”

“Share(s)”

“Shareholder(s)”

“Share Exchange”

Ruyuan Yao Autonomous County Yuneng Electric
Industrial Co., Ltd.* (FLUR¥E K BiRREREE T HEA R
/3vFl), a company established in the PRC with limited
liability on June 26, 2001 and one of our Controlling
Shareholders

State Administration of Foreign Exchange of the PRC ('
2 N RN [0 28 S R B )

State Administration for Market Regulation of the PRC
(R N RN I 8 2 T 35 B BEARUR)

the State-owned Assets Supervision and Administration
Commission of the State Council (B BlA & e &
EHEEE)

the State Taxation Administration of the PRC (H#E A&
S BR[04 )

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

the Securities and Futures Commission of Hong Kong

Shaoguan Xinyuneng Industrial Investment Co., Ltd.*
(FRBHFT E R E R E AR AT]), a company established
in the PRC with limited liability on November 9, 2016
and one of our Controlling Shareholders

ordinary share(s) in the share capital of our Company
with a nominal value of RMB1.00 each, comprising
Domestic Shares and H Shares

holder(s) of our Share(s)

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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DEFINITIONS

“Share Exchange HEC CJ Pharm
H Share(s)”

“Share Exchange Ratio”

“Share Exchange Record Date”

“Share Exchange Shareholder(s)”

“Shenzhen HEC Industrial”

“Shenzhen HEC Industrial
Group”

“Shenzhen HEC Pharmaceutical”

“Shenzhen HEC Testing”

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

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

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

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 Development Co., Ltd.* (7RI
TR EEERARAF), a company established in
the PRC with limited liability on January 27, 1997 and
one of our Controlling Shareholders

Shenzhen HEC Industrial and its subsidiaries (other than
our Group)

Shenzhen HEC Pharmaceutical Co., Ltd.* (EYITH HE PG
A BR/AF]), a company established in the PRC with
limited liability on March 14, 2016 and one of our
Controlling Shareholders

Shenzhen HEC Testing Technology Co., Ltd.* (&I T
B A Bl T A FR/AF]), 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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DEFINITIONS

“Shenzhen NewFoxon”

“SLP Concert Parties”

“Sole Sponsor”

“Special Dividend”

“Special Dividend Record Date”

“State Council”

“subsidiary(ies)”

“Supervisor(s)”

“Suzhou Fenghe”

“Takeovers Code”

“Track Record Period”

NewFoxon Xuebao No. 3 Private Securities Investment
Fund* (At&EMrEEIPAEB AR ERS), a  fund
managed by Shenzhen NewFoxon Investment Co., Ltd.*

(PRINAL = 3 5 & A BLA IR F)

parties acting in concert with us in relation to HEC CJ
Pharm under the Takeovers Code

China International Capital Corporation Hong Kong
Securities Limited

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)

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 of the PRC (FF3E A F& A7 5 B %5 i)

has the meaning ascribed to it in section 15 of the
Companies Ordinance

the supervisor(s) of our Company

Suzhou Fenghe Yinghui Corporate Management
Partnership (L.P.)* (FRMECRZMDEEHE B A
A %2)), a limited partnership established in the PRC on
December 20, 2024

the Code on Takeovers and Mergers issued by the SFC, as
amended, supplemented or otherwise modified from time

to time

the three financial years ended December 31, 2022, 2023
and 2024
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DEFINITIONS

“United States” or the “U.S.”

“U.S. Securities Act”

“US$” or “US dollars”
or “USD”

“US HEC”

“Yichang HEC Medical

Technology”

“Yichang HEC Medical”

“Yichang HEC Medicine”

“Yichang HEC Pharmaceutical”

“Yichang HEC Research”

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

The United States Securities Act of 1933, as amended

United States dollars, the lawful currency of the United
States

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 Technology Promotion Service
Co., Ltd.* (ELBRUICHEERSIERRPARAR), 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 Co., Ltd.* (‘H B HR LA R
/vH]), 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 Co., Ltd.* (H & #8835y
AR/ F]), 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 Co., Ltd.* (‘B & R[5t H
EAHPR/AT]), 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 Co., Ltd.* (‘H & RGN EEA
FRZyF]), 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#RTHH
P E L8 A R/AF]), 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.)*
(CEHIT R E S B IREH)), 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.)*
(EHRESRERE S B EEEREH)), 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.)*
CEARRM RS E S B RRERGH)), 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.)*
(CHERS SO R E G H R RER)), 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.* (W{L®K
Pt gE35 A /A F]), 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

G G

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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DEFINITIONS

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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GLOSSARY OF TECHNICAL TERMS

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)”

“acute myeloid leukemia” or

“AML”

“AD” or “Alzheimer’s disease”

“ADC”

“API(S)”

“bioequivalence”

“biosimilar”

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

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

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

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

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.

the relationship between two preparations of the same
drug in the same dosage form that have a similar
bioavailability (rate and extent of availability)

a therapeutic biological product that is similar in quality,

safety and efficacy to a reference drug approved for
registration
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GLOSSARY OF TECHNICAL TERMS

“blood glucose”

“Class I innovative
(chemical/biological) drug” or
“innovative
(chemical/biological) drug”

“Class II modified new

(chemical) drug”

“Class III chemical drug”

“Class III biological drug”

also referred to as blood sugar, the concentration of
glucose in your blood, an indicator of diabetes
monitoring

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 ( {{t£
M A R TAE %) ) 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

modified new drug that has never been marketed
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 ( {{b8:8% i 5 7348k
W TAEH %) ) issued by NMPA on March 4, 2016

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 ( {fb£:3%
Ak M BB TAFE /7 %8) ) issued by NMPA on March
4, 2016

biological products that have been marketed in or outside
China which is defined by Requirements for Registration
Classification and Application Dossiers of Biological
Products ( CEEY G GE A 5 B U R SR ) )
issued by NMPA on June 29, 2020
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GLOSSARY OF TECHNICAL TERMS

“Class IV chemical drug”

“cccDNA”

“chemotherapy”

“CIA”

“cirrhosis”

“Class I hospital” or “primary
hospital”

“Class II hospital” or “secondary
hospital”

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 ( {{t£
M SE M TAE /%) ) issued by NMPA on
March 4, 2016

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

treatment of non-specific usage of intracellular poisons to
inhibit mitosis (cell division) or induce DNA damage

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

a chronic disease of the liver marked by degeneration of

cells, inflammation and fibrous thickening of tissue

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  (h#E N RILHBR K Z B ),  whose
primary focus is on preventive care, minimal health
services, and rehabilitation

regional hospitals designated as Class II hospitals by the
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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GLOSSARY OF TECHNICAL TERMS

“Class III hospital” or “tertiary
hospital”

“CMC”

“COPD”

“CR”

“CRC”

“CRh”

“CRO”

“DAA”

“DDP (Incoterms 2010)”

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

chemistry, manufacturing, and controls

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

complete remission, the disappearance of all signs and
symptoms of a disease, usually after treatment, indicating
that the disease is no longer detectable

composite complete remission

complete remission with partial hematologic recovery

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

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

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
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GLOSSARY OF TECHNICAL TERMS

“DPP-4”

“diabetes”

“DNA”

“drug-drug interaction”

“druggability”

“Encofosbuvir” or
“Encofosbuvir Tablets”

“ESCC” or “esophageal
squamous cell carcinoma”
“exposure-response

(E-R) models”

“FGF21”

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

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

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

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

the ability of a target to be therapeutically modulated by
medicines

a Class I innovative anti-HCV drug candidate, previously
known as “Yiqibuvir”

a high-mortality cancer with complex etiology and
progression involving both genetic and environmental
factors

exposure-response  analysis refers to developing
empirical models to characterize the relationship between
drug exposure vs. drug response. Drug response can refer
to biomarker changes, safety events, and clinical

responses

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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GLOSSARY OF TECHNICAL TERMS

“FLT3”

“FLT3 inhibitor”

“FLT3-1ITD”

“fusion protein”

“generic drug”

“GCG”

“GCP”

“GIP”

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

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 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

proteins created through the joining of two or more genes
by molecular engineering

a drug that contains the same active ingredients as an
original formulation and is comparable in dosage form,
strength, quality, performance and intended use

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

good clinical practice, an international ethical and
scientific quality standard for the performance of a
clinical trial on medicinal products involving humans

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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GLOSSARY OF TECHNICAL TERMS

“GLP”

“GLP— 1 ”

“GMP”

“granules”

“GSP”

“head-to-head”

“HIF-PHD”

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

glucagon-like peptide-1, an incretin hormone secreted by
L-cells in the distal intestinal ileum and colon after eating

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

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

good supply practice, guidelines and regulations from
time to time issued pursuant to the Drug Administration
Law of the PRC ( ("3 A RIFIEZE 58 HE) ) to
provide quality assurance and ensure that pharmaceutical
distribution  enterprises  distribute = pharmaceutical
products in compliance with the guidelines and
regulations

a trial designed to evaluate an investigational medicine
compared to an existing standard of care

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”

“HBcrAg”

“HBSAg”

“hepatitis B”

“hepatitis C”

“hERG”

“heuristic search”

“hypertension”

“hyperuricemia”

“hypoglycemic”

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

hepatitis B core-related antigen, a soluble antigen that
circulates in the blood

HBYV surface antigens, a protein found on the surface of
HBV

an infectious disease affecting the liver, caused by the
hepatitis B virus (HBV)

an infectious disease affecting primarily the liver, caused
by the hepatitis C virus (HCV)

hERG codes for a protein known as Kvl1l1.1, 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

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

a long-term medical condition in which blood pressure is
persistently elevated

a level of uric acid in the blood that is abnormally high

a condition in which the blood sugar (glucose) level is
lower than the standard range
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“in vitro”

“in vivo”

“IPF” or “idiopathic pulmonary
fibrosis”

“inhibitor”

“insulin”

“License in/License out”

“mechanism of action”

“molecule”

“monotherapy”

“NASH”

“Netanasvir Phosphate” or
“Netanasvir Phosphate
Capsules”

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

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

a chronic, progressive lung disease. This condition causes
scar tissue (fibrosis) to build up in the lungs, which
makes the lungs unable to transport oxygen into the
bloodstream effectively

also known as retarding agent, a substance used to block
or reduce the rate of chemical reaction, the same effect as

a negative catalyst

a substance that the human body makes and uses to turn
sugar into energy

the introduction or licensing of products or technologies

the specific biochemical interaction through which a drug

substance produces its pharmacological effect

an electrically neutral group of two or more atoms held
together by chemical bonds

treatment of a condition by means of a single drug

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

a Class I innovative anti-HCV drug candidate, previously
known as “Antaitasvir Phosphate”
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“NS5A”

“NSSB”

“NS3/4A”

“Olorigliflozin” or

“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 wuses 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”

“pneumonia”

“PPI”

“pre-clinical studies’

“primary endpoint”

“PROTAC”

“proteolysis”

“QT interval”

“receptor”

“ribavirin”

“RLD”

s

a substance or treatment with no active therapeutic effect,
commonly used in clinical trials as the administered
substance for the control group

an infection of one or more lungs which is usually caused
by bacteria, viruses or fungi

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 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

the main clinical event or result that is measured at a
specified time of the study to see if the investigational
treatment is effective

proteolysis targeting chimera, a molecule that induces

selective intracellular proteolysis

the breakdown of proteins or peptides into amino acids by
the action of enzymes

the duration of ventricular electrical systole, a
measurement made on an electrocardiogram used to
assess some of the electrical properties of the heart

a protein molecule usually found on the surface of a cell
that receives chemical signals from outside the cell

an anti-viral medication used to treat respiratory
syncytial virus infection, hepatitis C and viral

hemorrhagic fevers

reference listed drug, the approved drug product that the
proposed generic drug is intended to duplicate
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“RNA”

“SGLT-2”

“sildenafill”

“SVR12”

“synthesis”

“tadalafil”

’

“type 2 diabetes’

“TKD”

“TLR8 agonist”

“U.S. FDA” or “FDA”

“VBP” or “volume-based

procurement”

ribonucleic acid, a polymeric molecule essential in
various biological roles in coding, decoding, regulation
and expression of genes

sodium-glucose Cotransporter-2, a protein that facilitates
glucose reabsorption in the kidney

a medication used to treat erectile dysfunction and
pulmonary arterial hypertension

sustained virologic response 12 weeks after treatment
completion

the production of chemical compounds by reaction from
simpler materials

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
(TLRS), 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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FORWARD-LOOKING STATEMENTS

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,
plan,” “consider,” “anticipate,” “seek,” “should,”
or similar expressions or the negative thereof, are forward-

ER N3 ERINT3

estimate,”

EERNTE ¢

“predict,” “aim,” “intend,” “will,” “may,

EEINT3

bl

“could,” “would,” “continue,’
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;

. 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;
. 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;

. 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 Kewei,
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,

— 65—



RISK FACTORS

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
RMB87.7 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
3.9% 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:

. 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) ( CEPEEBRARNAE A S B P RS 2 S AR B P AT TSl ) MBS Gl
WA ) (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
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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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o 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 ( 2
5 B 2N B RH A B Je Ay B S A B — BUMEREE W EZ 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 ( B 7% B <5 e A 2> B B A B 8 07 S 4 B B AN — B i 2 >0 A
B FHIHRE L) ), 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) ( <[
FIEALEY) H $k(20124FhiX)) ). 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 ( B 5 R4EH =Bl — B E A B 10
)3 ) ) 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) ( {BiZ A4 gEY)
H #%(20184F-hi)) ) 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 (H#E A\ &AL AI I #94% % 42 1%), the Provisions on
Protection of Personal Information of Telecommunication and Internet Users (&5 A1 5.5 44
NG R E), the Cybersecurity Review Measures (#4542 F/ANHE), the Data
Security Law of the PRC (¥ ANRILAEEIEZ21L) which became effective from
September 1, 2021, the Personal Information Protection Law of the PRC GE PN e
J\%E\%%‘F&‘) which became effective from November 1, 2021, and the Measures for the
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Security Assessment of Outbound Data Transfer (BfF 54255 %) 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 (H3E A R ILFIE4E G &% 28 A ).
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 (H1#E A [N B0 A 22 42 25 A k).

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 ("3 A RICHE ABEEEREMMGA]), 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
BUBEEIRE B EEANH]) ), 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 ("3 A RILANEIA: )% 2 k)
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
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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;

. 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 (cMGP), 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;

. 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 ("3 A RILFNE [ AS IE 5 #t 5+7%), the PRC Criminal Law (#F#E A R ILAIE
JEE), 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.
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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 RMB&873.9
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 RMBS808.7 million, RMB1,906.4 million and RMB1,722.6 million,
respectively, and our loss allowance in respect of trade and bills receivables amounted to
RMBI11.6 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;

. comply with the laws of the NMPA, the FDA and other comparable regulatory
authorities;

. 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.
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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 ( <[A & T &) ).

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.
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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
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HKSAR on Reciprocal Recognition and Enforcement of the Decisions of Civil and Commercial
Cases under Consensual Jurisdiction (B P th B 545 I 47 IR e AH R8T A A T A
Toh e M 1) S P S R HI P &2 HF) (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 (B Pk B 18 e 1l A7 B ok e A 6L 58 T AN BAT B < S8 AR HIR A 2
HE) (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 ({=##fli{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 ( (H3E A RILFEE A Fri5Fii%) ) 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 ( (Bt BB %
(1993104555 SC 18 1142 A7 Bl (8 AT 753 B 08 LR 3R ) (Guo Shui Han [2011] No. 348)
(B®iEKI[2011]3489E) 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 (< [BHA8 A\ 850 5 52 Por 75 46 48 S OISR A T A B A48 1) ) 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 ( < i Az
T2 R BRAS BT A O IR A BT A3 B A B I RE Y3 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 exempted from individual income tax, except for the relevant shares which are
subject to sales restrictions as defined in the Supplementary Circular on Relevant Issues
Concerning the Collection of Individual Income Tax over the Income Received by Individuals
from Transfer of the Listed Shares Subject to Sales Limitations ( B A58 b i 2 7 R
B IS Bl Il T A8 AT B IR B R 7S48 ) (Cai Shui [2010] No. 70). As of the Latest
Practicable Date, the aforesaid provision has not expressly provided that individual income tax
shall be collected from non-mainland China resident individuals on the sale of shares of

mainland China resident enterprises listed on overseas stock exchanges.
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If we are sued for infringing, misappropriating, or otherwise violating intellectual
property rights of third parties or engaging in unfair competition, such litigation could be
costly and time-consuming and could prevent or delay us from developing or
commercializing our drug candidates.

Our commercial success depends in part on us and our partners avoiding infringement,
misappropriation, and other violations of the patents and other intellectual property rights of
third parties. We are aware of numerous issued patents and pending patent applications
belonging to third parties that exist in fields in which we are developing our drug candidates.
There may also be third-party patents or patent applications of which we are currently unaware,
and given the dynamic area in which we operate, additional patents are likely to issue that
relate to aspects of our business. There is a substantial amount of litigation and other claims
and proceedings involving patent and other intellectual property rights in the pharmaceutical
and biopharmaceutical industries generally. As the pharmaceutical and biopharmaceutical
industries expand and more patents are issued, the risk increases that our drug candidates may
give rise to claims of infringement of the patent rights of others.

Third parties may assert that we are using technology in violation of their patent or other
proprietary rights. We may also be subject to allegations by third parties of unfair competition,
defamation or violation of their other rights. Defense of these claims, regardless of their merit,
could involve substantial litigation expense and divert our technical personnel, management
personnel, or both from their normal responsibilities. Even in the absence of litigation, we may
seek to obtain licenses from third parties to avoid the risks of litigation, and if a license is

available, it could impose costly royalty and other fees and expenses on us.

We are involved in an ongoing patent infringement litigation in connection with the
Company’s generic drug Linagliptin in which we are the defendant and the amount in dispute
is approximately RMB100 million. For details, please see “Business — Legal and Compliance
— Recent Intellectual Property Infringement Claim”. We cannot assure you that a court would
find in our favor on questions of infringement, validity, enforceability, or priority and it could
materially and adversely affect our ability to develop and commercialize any of our drug

candidates and any other drug candidates covered by the asserted third party patents.

If third parties bring successful claims against us for infringement, misappropriation, or
other violations of their intellectual property rights, we may be subject to injunctive or other
equitable relief, which could prevent us from developing and commercializing one or more of
our drug candidates. Defense of these claims, regardless of their merit, would involve
substantial litigation expense and would be a substantial diversion of employee resources from
our business. In the event of a successful claim against us of infringement, misappropriation,
or other violation of intellectual property, or a settlement by us of any such claims, we may
have to pay substantial damages, which we may not be able to be indemnified by our licensing
partners. In the event of an adverse result in any such litigation, or even in the absence of
litigation, we may need to obtain licenses from third parties to advance our research or allow
commercialization of our drug candidates. Any such license might not be available on
reasonable terms or at all. Even if we were able to obtain a license, it could be non-exclusive,
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thereby giving our competitors and other third parties access to the same technologies license
to us, and it could require us to make substantial licensing and royalty payments. In the event
that we are unable to obtain such a license, we would be unable to further develop and
commercialize one or more of our drug candidates, which could harm our business
significantly. We may also elect to enter into license agreements in order to settle patent and
other intellectual property infringement claims or to resolve disputes prior to litigation, and any
such license agreements may require us to pay royalties and other fees that could significantly
harm our business.

Even if litigation or other proceedings are resolved in our favor, there could be public
announcements of the results of hearings, motions or other interim proceedings or
developments, and if securities analysts or investors perceive these results to be negative, it
could have a substantial adverse effect on the market price of our shares. Such litigations or
proceedings could substantially increase our operating losses and reduce the resources
available for development activities or any future sales, marketing or distribution activities.

If we are unable to obtain and maintain patent protection for our drug candidates
through intellectual property rights, or if the scope of such intellectual property rights
obtained is not sufficiently broad, third parties could develop and commercialize products
and technologies similar or identical to ours and compete directly against us, and our
ability to successfully commercialize any product or technology may be adversely
affected.

Our success depends in large part on our ability to protect our proprietary technology and
drug candidates from competition by obtaining, maintaining, defending and enforcing our
intellectual property rights, including patent rights. As of December 31, 2024, we had filed a
total of 2,446 invention patent applications, including 382 PCT applications, 1,131 PRC
domestic invention applications and 933 overseas applications, among which, a total of 1,401
invention patents have been granted by the relevant patent authorities, including 746 in the
PRC and 655 overseas. For further information on our patent portfolio, please see “Business
— Intellectual Property ” in this Listing Document. If we or our licensors are unable to obtain
or maintain patent protection with respect to our drug candidates and technologies, our
business, financial condition, results of operations and prospects could be materially harmed.

The scope of patent protection in various jurisdictions is also uncertain. Changes in either
the patent laws or their interpretation in the relevant markets may diminish our ability to
protect our inventions, obtain, maintain, defend, and enforce our intellectual property and,
more generally, could affect the value of our intellectual property or narrow the scope of our
patent rights. We cannot predict whether the patent applications we are currently pursuing and
may pursue in the future will issue as patents in any particular jurisdiction or whether the
claims of any issued patents will provide sufficient protection from competitors.
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The patent prosecution process is expensive, time-consuming and complex, and we may
not be able to file, prosecute, maintain, enforce or license all necessary or desirable patent
applications at a reasonable cost or in a timely manner in all desirable territories. As a result,
we may not be able to prevent competitors from developing and commercializing competitive
drugs in all such fields and territories.

Patents may be invalidated and patent applications may not be granted for a number of
reasons, including deficiencies in the patent application, a lack of novelty of the underlying
invention or technology, or where the subject of the patent application already exists. It is also
possible that we will fail to identify patentable aspects of our research and development output
in time to obtain patent protection. Although we enter into non-disclosure and confidentiality
agreements with parties who have access to confidential or patentable aspects of our research
and development output, such as our employees, corporate collaborators, outside scientific
collaborators, contract manufacturers, consultants, advisers and other third parties, any of these
parties may breach such agreements and disclose such output before a patent application is
filed, thereby jeopardizing our ability to obtain patent protection. In addition, publications of
discoveries in the scientific literature often lag behind actual discoveries, and patent
applications in the United States and other jurisdictions are typically not published until 18
months after filing, or in some cases, not at all. Therefore, we cannot be certain that we were
the first to make the inventions claimed in our patents or pending patent applications or that
we were the first to file for patent protection of such inventions. Furthermore, China and the
United States have adopted the “first-to-file” system under which whoever first files a patent
application will be awarded the patent if all other patentability requirements are met. Under the
first-to-file system, third parties may be granted a patent relating to a technology which we

invented.

In addition, under the PRC patent law, any organization or individual that applies for a
patent in a foreign country for an invention or utility model accomplished in China is required
to file to the China National Intellectual Property Administration, or CNIPA, for confidentiality
examination. Otherwise, if an application is later filed in China, the patent right will not be

granted.

The coverage claimed in a patent application can be significantly reduced before the
patent is issued, and its scope can be reinterpreted after issuance. Even if patent applications
we license or own currently or in the future issue as patents, they may not issue in a form that
will provide us with any meaningful protection, prevent competitors or other third parties from
competing with us, or otherwise provide us with any competitive advantage. Any patents that
we hold or in-license may be challenged, narrowed, circumvented, or invalidated by third
parties. In addition, the patent position of biotechnology and pharmaceutical companies
generally is highly uncertain, involves complex legal and factual questions, and has been the
subject of much litigation in recent years. As a result, the issuance, scope, validity,
enforceability and commercial value of our patent rights are highly uncertain.
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The issuance of a patent is not conclusive as to its inventorship, scope, validity or
enforceability, and our patent rights may be challenged in the courts or patent offices in the
relevant markets. We may be subject to a third-party pre-issuance submission of prior art to the
IP offices in relevant markets, or become involved in opposition, derivation, revocation,
re-examination, post-grant review, inter-parties review, or interference proceedings or similar
proceedings in foreign jurisdictions challenging our patent rights or the patent rights of others.
An adverse determination in any such submission, proceeding or litigation could reduce the
scope of, or invalidate, our patent rights, allow third parties to commercialize our technology
or drug candidates and compete directly with us without payment to us, or result in our
inability to manufacture or commercialize drug candidates without infringing,
misappropriating or otherwise violating third-party patent rights. Moreover, we may have to
participate in interference proceedings declared by the IP offices in relevant markets to
determine priority of invention or in post-grant challenge proceedings, such as oppositions in
a foreign patent office, that challenge the priority of our invention or other features of
patentability of our patents and patent applications. Such challenges may result in loss of
patent rights, loss of exclusivity, or in patent claims being narrowed, invalidated, or held
unenforceable, which could limit our ability to stop others from using or commercializing
similar or identical technology and products, or limit the duration of the patent protection of
our technology and drug candidates. Such proceedings also may result in substantial costs and
require significant time from our scientists and management, even if the eventual outcome is
favorable to us. Consequently, we do not know whether any of our technology or drug
candidates will be protectable or remain protected by valid and enforceable patents. Our
competitors or other third parties may be able to circumvent our patents by developing similar
or alternative technologies or products in a non-infringing manner.

Furthermore, although extensions may be available, the life of a patent and the protection
it affords, is limited. Even if we successfully obtain patent protection for an approved drug
candidate, it may face competition from generic or biosimilar medications once the patent has
expired. Manufacturers of generic or biosimilar drugs may challenge the scope, validity or
enforceability of our patents in court or before a patent office, and we may not be successful
in enforcing or defending those intellectual property rights and, as a result, may not be able to
develop or market the relevant product exclusively, which would have a material adverse effect
on any potential sales of that product. The issued patents and pending patent applications, if
issued, for our drug candidates are expected to expire on various dates as described in
“Appendix VI — Statutory and General Information — B. Further Information about Our
Business — 2. Our Intellectual Property Rights” in this Listing Document. Upon the expiration
of our issued patents or patents that may issue from our pending patent applications, we will
not be able to assert such patent rights against potential competitors and our business and
results of operations may be adversely affected.

Given the amount of time required for the development, testing and regulatory review of
new drug candidates, patents protecting such drug candidates might expire before or shortly
after such drug candidates are commercialized. As a result, our patents and patent applications
may not provide us with sufficient rights to exclude others from commercializing products
similar or identical to ours. Moreover, some of our patents and patent applications are, and may
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in the future be, co-owned with third parties. If we are unable to obtain an exclusive license
to any such third-party co-owners’ interest in such patents or patent applications, such
co-owners may be able to license their rights to other third parties, including our competitors,
and our competitors could market competing products and technology. In addition, we may
need the cooperation of any such co-owners of our patents in order to enforce such patents
against third parties, and such cooperation may not be provided to us. Any of the foregoing
could have a material adverse effect on our competitive position, business, financial
conditions, results of operations and prospects.

In addition, periodic maintenance fees on any issued patent are due to be paid to the
CNIPA and other patent agencies in several stages over the lifetime of the patent. The CNIPA
and various other governmental patent agencies require compliance with a number of
procedural, documentary, fee payment, and other similar provisions during the patent
application process. Although an inadvertent lapse can in many cases be rectified by paying a
late fee or by other means in accordance with the applicable rules, there are situations in which
non-compliance can result in abandonment or lapse of the patent or patent application,
resulting in partial or complete loss of patent rights in the relevant jurisdiction. Non-
compliance events that could result in abandonment or lapse of a patent or patent application
include failure to respond to official actions within prescribed time limits, non-payment of
fees, and failure to properly legalize and submit formal documents. In any such event, our
competitors might be able to enter the market, which would have a material adverse effect on
our business.

We may become involved in lawsuits to protect or enforce our intellectual property, which
could be time consuming and unsuccessful. Our patent rights relating to our drug
candidates could be found invalid or unenforceable if challenged in court or before the
patent authority.

Competitors may infringe our patent rights or misappropriate or otherwise violate our
intellectual property rights. To counter infringement or unauthorized use, litigation may be
necessary in the future to enforce or defend our intellectual property rights, to protect our trade
secrets or to determine the validity and scope of our own intellectual property rights or the
proprietary rights of others. This can be expensive and time consuming. Any claims that we
assert against perceived infringers could also provoke these parties to assert counterclaims
against us alleging that we infringe their intellectual property rights. Many of our current and
potential competitors have the ability to dedicate substantially greater resources to enforce
and/or defend their intellectual property rights than we can. Accordingly, we may not be able
to prevent third parties from infringing upon or misappropriating our intellectual property. An
adverse result in any litigation proceeding could put our patent, as well as any patents that may
issue in the future from our pending patent applications, at risk of being invalidated, held
unenforceable or interpreted narrowly. Furthermore, because of the substantial amount of
discovery required in connection with intellectual property litigation, there is a risk that some
of our confidential information could be compromised by disclosure during this type of
litigation.
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We may not be able to protect our intellectual property rights throughout the world or
prevent unfair competition by third parties.

Filing, prosecuting, maintaining and defending patents on drug candidates in all countries
throughout the world could be prohibitively expensive for us, and our intellectual property
rights in some countries can have a different scope and strength than do those in some other
countries. In addition, the laws of certain countries do not protect intellectual property rights
to the same extent as the laws of certain other countries. Consequently, we may not be able to
prevent third parties from practicing our inventions in all countries, or from selling or
importing drugs made using our inventions in and into certain jurisdictions. Competitors may
use our technologies in jurisdictions where we have not obtained patent protection to develop
their own drugs and further, may export otherwise infringing drugs to certain jurisdictions
where we have patent protection, but where enforcement rights are not as strong as those in
certain other countries. These drugs may compete with our drug candidates and our patent
rights or other intellectual property rights may not be effective or adequate to prevent them
from competing.

We currently hold issued trademark registrations and have trademark applications
pending, any of which may be the subject of a governmental or third-party objection, which
could prevent the registration or maintenance of the same. If we are unsuccessful in obtaining
trademark protection for our primary brands, we may be required to change our brand names,
which could materially adversely affect our business. Moreover, as our products mature, our
reliance on our trademarks to differentiate us from our competitors will increase, and as a
result, if we are unable to prevent third parties from adopting, registering or using trademarks
and trade dress that infringe, dilute or otherwise violate our trademark rights, or engaging in
conduct that constitutes unfair competition, defamation or other violation of our rights, our
business could be materially adversely affected.

Many companies have encountered significant problems in protecting and defending
intellectual property rights in certain jurisdictions. The legal systems of some countries do not
favor the enforcement of patents, trade secrets and other intellectual property, particularly
those relating to biopharmaceutical products, which could make it difficult in those
jurisdictions for us to stop the infringement, misappropriation or other violation of our patents
or other intellectual property rights, or the marketing of competing drugs in violation of our
proprietary rights. Proceedings to enforce our intellectual property and proprietary rights in
foreign jurisdictions could result in substantial costs and divert our efforts and attention from
other aspects of our business, could put our patents at risk of being invalidated or interpreted
narrowly, could put our patent applications at risk of not issuing, and could provoke third
parties to assert claims against us.

We may not prevail in any lawsuits that we initiate and the damages or other remedies
awarded, if any, may not be commercially meaningful. Accordingly, our efforts to enforce our
intellectual property rights around the world may be inadequate to obtain a significant
commercial advantage from the intellectual property that we develop or license.
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Many countries have compulsory licensing laws under which a patent owner may be
compelled to grant licenses to third parties. In addition, many countries limit the enforceability
of patents against government agencies or government contractors. In these countries, the
patent owner may have limited remedies, which could materially diminish the value of such
patent. If we or any of our licensors is forced to grant a license to third parties with respect to
any patents relevant to our business, our competitive position may be impaired, and our
business, financial condition, results of operations, and prospects may be adversely affected.

Intellectual property rights do not necessarily address all potential threats.

The degree of future protection afforded by our intellectual property rights is uncertain
because intellectual property rights have limitations, and may not adequately protect our

business or permit us to maintain our competitive advantage. For example:

. others may be able to make products that are similar to any drug candidates we may
develop or utilize similar technology that are not covered by the claims of the
patents that we own or license now or in the future;

. we, or our license partners or current or future collaborators, might not have been
the first to make the inventions covered by the issued patent or pending patent

application that we license or may own in the future;

. we, or our license partners or current or future collaborators, might not have been

the first to file patent applications covering certain of our or their inventions;

. others may independently develop similar or alternative technologies or duplicate
any of our technologies without infringing, misappropriating or otherwise violating
our owned or licensed intellectual property rights;

. it is possible that our pending licensed patent applications or those that we may own
in the future will not lead to issued patents;

. issued patents that we hold rights to may be held invalid or unenforceable, including
as a result of legal challenges by our competitors;

. our competitors might conduct research and development activities in countries
where we do not have patent rights and then use the information learned from such
activities to develop competitive products for sale in our major commercial markets;

. we may not develop additional proprietary technologies that are patentable;

. the patents of others may harm our business; and

. we may choose not to file a patent for certain trade secrets or know-how, and a third
party may subsequently file a patent covering such intellectual property.
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Should any of these events occur, they could have a material adverse effect on our

business, financial condition, results of operations and prospects.

If we are unable to protect the confidentiality of our trade secrets, our business and
competitive position would be harmed. We may be subject to claims that our employees,
consultants, or advisers have wrongfully used or disclosed alleged trade secrets of their
former employers or claims asserting ownership of what we regard as our own intellectual
property.

In addition to our issued patent and pending patent applications, we rely on trade secrets
and confidential information, including unpatented know-how, technology and other
proprietary information, to maintain our competitive position and to protect our drug
candidates. We seek to protect these trade secrets and confidential information, in part, by
entering into non-disclosure and confidentiality agreements with parties that have access to
them, such as our employees, corporate collaborators, outside scientific collaborators,
sponsored researchers, contract manufacturers, consultants, advisers and other third parties. We
also enter into confidentiality and invention or patent assignment agreements with our
employees and consultants. However, any of these parties may breach such agreements and
disclose our proprietary information, and we may not be able to obtain adequate remedies for
such breaches. Enforcing a claim that a party illegally disclosed or misappropriated a trade
secret can be difficult, expensive and time-consuming, and the outcome is unpredictable. If any
of our trade secrets were to be lawfully obtained or independently developed by a competitor
or other third party, we would have no right to prevent them from using that technology or

information to compete with us and our competitive position would be harmed.

Furthermore, many of our employees, consultants, and advisers, including our senior
management, were previously employed at other biotechnology or pharmaceutical companies,
including our competitors or potential competitors. Some of these employees, consultants, and
advisers, including each member of our senior management, executed proprietary rights,
non-disclosure and non-competition agreements in connection with such previous employment.
We may be subject to claims that we or these employees have used or disclosed intellectual
property, including trade secrets or other proprietary information, of any such individual’s
former employer. We are not aware of any threatened or pending claims related to these matters
or concerning the agreements with our senior management, but in the future litigation may be
necessary to defend against such claims. If we fail in defending any such claims, in addition
to paying monetary damages, we may lose valuable intellectual property rights or personnel.
Even if we are successful in defending against such claims, litigation could result in substantial
costs and be a distraction to management.

In addition, while we typically require our employees, consultants and contractors who
may be involved in the development of intellectual property to execute agreements assigning
such intellectual property to us, we may be unsuccessful in executing such an agreement with
each party who in fact develops intellectual property that we regard as our own, and
furthermore, the assignment of intellectual property rights may not be self-executing, or the
assignment agreements may be breached, each of which may result in claims by or against us
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related to the ownership of such intellectual property. If we fail in prosecuting or defending any
such claims, in addition to paying monetary damages, we may lose valuable intellectual
property rights. Even if we are successful in prosecuting or defending against such claims,
litigation could result in substantial costs and be a distraction to our management and scientific
personnel and could have a material adverse effect on our business, financial condition, results
of operations, and prospects.

Our business model exposes us to risks of cannibalization and stock obsolescence.

We sell our products primarily through our third-party distributors covering 32 provinces,
cities and autonomous regions and nearly 300 prefecture-level cities in the PRC as of
December 31, 2024, and the third-party distributors are required by us to sell our products only
in the designated market regions. We may be subject to risks of cannibalization if any
distributors selling products outside their designated regions, leading to diminished overall
revenue and market share. We may also be subject to the risks of stock obsolescence where
products lose their value or become unsellable due to factors such as expiration or the
emergence of more advanced alternatives.

We have implemented a series of measures to avoid the occurrence of cannibalization. For
further details of our measures, please refer to the paragraph headed “Business — Sales,
Marketing and Distribution — Measures to Manage Cannibalization and Channel Stuffing” in
this Listing Document. However, we cannot guarantee that our distributors would continue to
follow our measures, and that our measures can completely avoid the occurrence of
cannibalization among different distributors. Any failure by us to effectively prevent
cannibalization could materially and adversely affect our sales and the reach of our products
to end-consumers, which would in turn result in a material adverse effect on our financial

condition and results of operations.

Changes in U.S. and international trade policies, and geopolitical relationships, may cause
disruptions to our clinical development, drug manufacturing processes and other aspects
of our business and operations.

The recent U.S.-China trade tensions have led to the introduction of high tariffs on a host
of goods trading between the two countries. The trade tensions between the two countries have
been rising and there is a possibility that the extent and scale of trade restrictions between the
two countries be escalated if the U.S. and China fail to reach any agreement to settle the issues.
There is no assurance as to how the U.S.-China trade tensions might develop or whether there
will be any changes to the scope and extent of goods that are or will be being subject to such
export controls, sanctions, tariffs, or new trade policies introduced by the two countries. We
cannot predict the implications of the ongoing U.S.-China trade tensions and the resulting
impact on our industry and the global economy. Any unfavorable government policies on
international trade, such as capital controls or tariffs, may affect the import or export of raw
materials and disrupt our drug development and the manufacturing of our drug candidates.
Such unfavorable policies may also negatively impact the hiring of scientists and other
research and development personnel, the demand for and competitiveness of our drugs, or
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prevent us from selling our drugs in certain countries. If any new tariffs, policies, legislation
and/or regulations are announced or implemented, or if existing trade agreements are
renegotiated, such changes could have an adverse effect on our business, financial condition,
results of operations and prospects.

Our business could be negatively affected by changes in geopolitical relationships.
Fluctuations in diplomatic relations and changes in governments could present challenges in
recruiting qualified personnel, obtaining necessary supplies and raw materials, and the ability
to ensure a stable supply chain. The implementation of trade sanctions or export controls could
lead to compliance requirements and potential delays in product development. The introduction
of new tariffs, modifications to legislation and regulations, or the renegotiation of current trade
agreements may have a significant negative impact on our business, future prospects,
operational results, financial condition, and cash flows. These factors require ongoing attention
and could entail costs and require managerial attention in order to adapt to changing market
conditions.

B. RISKS RELATING TO THE LISTING

There are uncertainties relating to the Privatization.

As stated in the 3.5 Announcement and the Composite Document, our Listing is in
connection with the Privatization. The Listing and the issuance of the new 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). Accordingly, the success of the Listing is conditional
upon the Privatization becoming successful and it is a condition to the Merger Agreement
becoming effective that the approval of Listing Committee of the Stock Exchange for the
listing of, and permission to deal in, our H Shares on the Stock Exchange not having been
withdrawn and remain valid.

The Merger is subject to various conditions as set forth in detail in the 3.5 Announcement
and the Composite Document. As at the date of this Listing Document, the following
conditions, amongst others, remain unfulfilled:

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

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

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

(d) there being no material breach of the representations, warranties or undertakings
given by HEC CJ Pharm in the Merger Agreement on the Delisting Date which has

a material adverse impact on the Merger;

(e) 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

(f) the necessary approval or filing for the Introduction, and permission to deal in the
H Shares on the Stock Exchange pursuant to the Introduction not having been

withdrawn and remain valid.

The above conditions cannot be waived. Accordingly, if any of the conditions are not
satisfied on or before the Long Stop Date, the Privatization will lapse and the Listing will be
aborted.

Future sales or perceived sales or conversion of substantial amounts of our Shares in the
public market, including any future offering of H Shares or conversion of our unlisted
Shares into H Shares, could have a material adverse effect on the prevailing market price
of our H Shares and our ability to raise additional capital in the future, or may result in
dilution of your shareholding.

The market price of our H Shares could decline as a result of future sales or issuances of
a substantial number of our H Shares or other securities relating to our H Shares in the public
market, or the perception that such sales or issuances may occur. Moreover, such future sales
or perceived sales may also adversely affect the prevailing market price of our H Shares and
our ability to raise capital in the future at a favorable time and price. The H Shares held by the
Controlling Shareholder are subject to certain lock-up undertakings for a period of up to twelve
months after the Listing Date. We cannot assure you that they will not dispose of their Shares
they may own now or in the future.

According to the stipulations by the State Council’s securities regulatory authority and the
Articles of Association, our unlisted Shares may be converted into H Shares, and such
converted H Shares may be listed or traded on an overseas stock exchange provided that prior
to the conversion and trading of such converted H Shares, the requisite internal approval
processes (but without the necessity of Shareholders’ approval by class) have been duly
completed and the approval from the relevant PRC regulatory authorities, including the CSRC,
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have been obtained. In addition, such conversion, trading and listing shall in all respects
comply with the regulations prescribed by the State Council’s securities regulatory authorities
and the regulations, requirements and procedures prescribed by the relevant overseas stock
exchange. The conversion of a substantial amount of unlisted Shares into H Shares could
further increase the supply of H Shares in the market and could negatively impact the market
price of H Shares.

Furthermore, if additional funds are raised through our issuance of new equity or
equity-linked securities other than on a pro-rata basis to existing Shareholders, the percentage
ownership for such Shareholders may be reduced. Such new securities may also confer rights
and privileges that take priority over those conferred by the H Shares.

We may not be able to declare and pay any dividend.

The amount of dividends that the Company may declare and pay in the future will be
proposed by our Board of Directors and subject to the approval of our Shareholders at a
shareholders’ meeting. In considering the amount of dividends to declare and pay, we will
consider a number of factors, including 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. The payment of dividends may also be limited by legal restrictions and by financing
agreements that we may enter into from time to time. No dividends have been declared by the
Company during the years ended December 31, 2022, 2023 and 2024. There is no assurance
that we will be able to declare and pay any dividend in the future.

We cannot assure you that the H Shares will remain listed on the Stock Exchange.

Although it is currently intended that the H Shares will remain listed on the Stock
Exchange, there is no guarantee of the continued listing of the H Shares. Among other factors,
the Company may not continue to satisfy the listing requirements of the Stock Exchange.
Holders of H Shares would not be able to sell their H Shares through trading on the Stock
Exchange if the H Shares are no longer listed on the Stock Exchange.

The market price and trading volume of the Company’s H Shares may fluctuate
significantly and could decline upon completion of the Listing, and investors could lose
some or all of their investment.

The trading volume and price of our H Shares may fluctuate significantly. The trading
price of our H Shares may fluctuate after the Listing as the public offer price is not available
for our H Shares in the Introduction. Prior to the Listing, there is no public offer price for our
H Shares. The intrinsic value of our H Shares may differ significantly from the market price
for the H Shares following the Listing.
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The share price is determined by the supply of and demand for the H Shares and may not
necessarily reflect the fair value of our Company. Some of the factors that could negatively
affect the share price or result in fluctuations in the price or trading volume of the H Shares
include, for example, ad hoc developments, fluctuations in our actual or projected operating
results, changes in projected or expected financial performance, variations in quarterly results,
failure to meet securities analysts’ expectations, the contents of published research reports
about us or our industry segments or securities analysts failing or ceasing to cover us following
the Listing, actions by institutional shareholders and general market conditions or special
factors influencing companies in the industry in general. Furthermore, the share price could
also decline due to future sales or market expectations of sales of a substantial number of
shares in us by significant shareholders. Fluctuations in the equity markets could also cause the
share price to decline, though such general fluctuations may not necessarily have any particular
basis in our business or prospects. If the share price decreases, investors may be unable to
resell their shares at or above their purchase price and may lose some or all of their investment
in our H Shares.

Future sales or perceived sales of our Shares in the public market by major Shareholders
following the Listing could materially and adversely affect the price of our Shares.

The market price of our H Shares could decrease as a result of future sales of a substantial
number of our H shares or other securities relating to our H shares in the public market, or the
perception that such sales may occur. Future sales, or anticipated sales, of substantial amounts
of our securities could also materially and adversely affect our ability to raise capital at a
specific time and on terms favorable to us. In addition, any of our future offerings of securities
may dilute the shareholdings of our H Share shareholders.

The industry facts, statistics and forecasts in the Listing Document obtained from various
government publications and the industry report have not been independently verified.

Facts, forecasts and statistics in this Listing Document relating to the pharmaceutical
industry are obtained from various sources that we believe are reliable, including official
government publications as well as a report prepared by Frost & Sullivan that we
commissioned. We believe that the sources of such information are appropriate sources for
such information and have taken reasonable care in extracting and producing such information.
We have no reason to believe that such information is false or misleading or that any fact has
been omitted that would render such information false or misleading. However, we cannot
guarantee the quality or reliability of information from official government sources. The
information from official government sources has not been independently verified by us, the
Sole Sponsor, any of our or their respective directors, officers or representatives or any other
person involved in the Listing and no representation is given as to its accuracy. You should
therefore not place undue reliance on such information. In addition, we cannot assure you that
such information is stated or compiled on the same basis or with the same degree of accuracy
as or consistent with similar statistics presented elsewhere, and such information may not be
complete or up-to-date. In any event, you should consider carefully the importance placed on
such information or statistics.
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You should read the entire Listing Document carefully, and we strongly caution you not
to place any reliance on any information contained in press articles or other media
regarding us or the Listing.

Prior to the publication of this Listing Document, there had been press and media
coverage regarding us and the Listing, which contained, among other things, certain financial
information, projections, valuations and other forward-looking information. We have not
authorized the disclosure of any such information in the press or media and do not accept
responsibility for the accuracy or completeness of such press articles or other media coverage.
We make no representation as to the appropriateness, accuracy, completeness or reliability of
any of the projections, valuations or other forward-looking information about us. To the extent
that such statements are inconsistent with, or conflict with, the information contained in this
Listing Document, we disclaim responsibility for them. Accordingly, prospective investors are
cautioned to make their investment decisions only on the basis of the information contained in
this Listing Document and should not rely on any other information.
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In preparation of the Listing, we have sought the following waivers from strict

compliance with the relevant provisions of the Listing Rules.

MANAGEMENT PRESENCE IN HONG KONG

Pursuant to Rule 8.12 of the Listing Rules, a new applicant applying for a primary listing
on the Stock Exchange must have sufficient management presence in Hong Kong. This
normally means that at least two of the executive directors must be ordinarily resident in Hong
Kong. Rule 19A.15 of the Listing Rules further provides that the requirement in Rule 8.12 of

the Listing Rules may be waived by the Stock Exchange in its discretion.

Given that we are headquartered in the PRC with our principal business operation
principally located, managed and conducted in the PRC and all of our executive Directors are
not ordinarily resident in Hong Kong, our Company considers that it would be practically
difficult and commercially unfeasible for us to either relocate two of our executive Directors
to Hong Kong or to appoint two additional executive Directors who are ordinarily resident in
Hong Kong solely for the purpose of satisfying the requirements under Rule 8.12 and Rule
19A.15 of the Listing Rules.

Accordingly, pursuant to Rule 19A.15 of the Listing Rules, our Company has applied to
the Stock Exchange for, and the Stock Exchange has granted, a waiver from strict compliance
with the requirements under Rule 8.12 and Rule 19A.15 of the Listing Rules, provided that our
Company implements the following arrangements:

. our Company has appointed two authorized representatives (the “Authorized
Representatives”) pursuant to Rule 3.05 of the Listing Rules, namely, Dr. Zhang
Yingjun and Dr. Li Wenjia, both of whom are executive Directors, who will act as
our Company’s principal channel of communication with the Stock Exchange. Each
of the Authorized Representatives will be available to meet with the Stock Exchange
in Hong Kong within a reasonable time frame upon the request of the Stock
Exchange and will be readily contactable by telephone and email to deal promptly
with enquiries from the Stock Exchange. Each of the Authorized Representatives is
authorized by our Board to communicate on behalf of our Company with the Stock
Exchange. Our Company is registered as a non-Hong Kong company under Part 16
of the Companies Ordinance, and Mr. Cheng Ching Kit, the company secretary of
our Company, has been authorized to accept service of legal process and notice in
Hong Kong on behalf of our Company;

. each of the Authorized Representatives has means to contact all members of our
Board (including the independent non-executive Directors) and the senior
management team promptly at all times as and when the Stock Exchange wishes to
contact them or any of them for any matters. To enhance the communication between
the Stock Exchange, the Authorized Representatives and our Directors, our
Company will implement a number of policies whereby (i) each Director shall
provide his/her mobile phone numbers, office phone numbers and email addresses
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to the Authorized Representatives; (ii) in the event that such Director expects to
travel and be out of office, he/she shall provide the phone number of the place of
his/her accommodation or other contact method to the Authorized Representatives;
and (iii) all our Directors and authorized representatives will provide their
respective mobile phone numbers, office phone numbers and email addresses to the
Stock Exchange. We shall promptly inform the Stock Exchange of any changes to
the contact details of the Authorized Representatives and our Directors;

. China Sunrise Capital Limited has been appointed as our Company’s compliance
advisor, pursuant to Rule 3A.19 of the Listing Rules, to provide our Company with
professional advice on continuing obligations under the Listing Rules, and to act at
all times, in addition to the two Authorized Representatives, as our Company’s
additional channel of communication with the Stock Exchange for the period
commencing on the Listing Date and ending on the date on which our Company
complies with Rule 13.46 of the Listing Rules and publishes its financial results in
respect of its first full financial year commencing after the Listing Date. The contact
person of the compliance advisor will be fully available to answer enquiries from the
Stock Exchange;

. each of our Directors (including independent non-executive Directors) who is not
ordinarily resident in Hong Kong has confirmed that he/she possesses or can apply
for valid travel documents to visit Hong Kong and would be able to meet with the
Stock Exchange in Hong Kong upon reasonable notice; and

. our Company will also appoint other professional advisors (including its legal
advisors in Hong Kong) after the Listing to assist our Company in addressing any
enquiries which may be raised by the Stock Exchange and to ensure that there will
be prompt and effective communication with the Stock Exchange.

DEALINGS IN THE SHARES PRIOR TO LISTING

According to Rule 9.09(b) of the Listing Rules, there must be no dealing in the securities
for which listing is sought by any core connected person of the new listing applicant from four
clear business days before the expected hearing date until listing is granted (the “Restricted
Period”).

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 fulfilment (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
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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.

As at the Latest Practicable Date, to the best knowledge of the Company after due inquiry,
(1) Guangdong HEC Technology, (2) Mr. Tang Xinfa, (3) Mr. Li Shuang, Mr. Wang Danjin, Mr.
Jiang Juncai and Mr. Li Xuechen, each of whom being a director of HEC CJ Pharm
(collectively, the “Relevant HEC CJ Pharm Directors”) and (4) Mr. Wang Shengchao and
Mr. Luo Zhonghua, each of whom being a supervisor of HEC CJ Pharm (collectively, the
“Relevant HEC CJ Pharm Supervisors”) held 21,815,200, 130,400, 204,800 and 98,800
HEC CJ Pharm H Shares, respectively. In anticipation of the Share Exchange and for the
purpose of the Introduction, 5,750,792, 34,375, 53,988 and 26,045 H Shares will be issued to
Guangdong HEC Technology, Mr. Tang Xinfa, the Relevant HEC CJ Pharm Directors and the
Relevant HEC CJ Pharm Supervisors, respectively, in the Restricted Period, as consideration
for the cancellation of the HEC CJ Pharm H Shares held by each of them.

In this regard, the Share Exchange to be participated by Guangdong HEC Technology, Mr.
Tang Xinfa, the Relevant HEC CJ Pharm Directors and the Relevant HEC CJ Pharm
Supervisors, and in particular the issuance of H Shares to them in the Restricted Period, may
result in a technical deviation from Rule 9.09(b) which prohibits dealing in securities for which

listing is sought by any core connected person of our Company during the Restricted Period.

We have therefore applied for, and the Stock Exchange has granted our Company, a
waiver from strict compliance with Rule 9.09(b) of the Listing Rules for the issuance of H
Shares to Guangdong HEC Technology and Mr. Tang Xinfa under the Share Exchange, subject
to the following conditions:

(1) that the waiver is only applicable to Guangdong HEC Technology, Mr. Tang Xinfa
and each of the Relevant HEC CJ Pharm Directors and Relevant HEC CJ Pharm
Supervisors with respect to their participation in the Share Exchange;

(2) save for the participation of Guangdong HEC Technology, Mr. Tang Xinfa and each
of the Relevant HEC CJ Pharm Directors and Relevant HEC CJ Pharm Supervisors
in the Share Exchange, that no other core connected persons of our Company will
deal in the H Shares seeking for the Listing during the Restricted Period;

(3) our Company undertakes that it shall notify the Stock Exchange of any dealings or
suspected dealings in the H Shares seeking for Listing by any core connected
persons of the Company during the Restricted Period; and

(4) our Company undertakes to release price sensitive information to the public as
required by the relevant laws and regulations applicable to our Company so that
Guangdong HEC Technology, Mr. Tang Xinfa and each of the Relevant HEC CJ
Pharm Directors and Relevant HEC CJ Pharm Supervisors will not be in possession
of non-public price sensitive information.
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SHARE ISSUE RESTRICTION

Rule 10.08 of the Listing Rules provides that no further shares or securities convertible
into equity securities of a listed issuer may be issued or form the subject of any agreement to
such an issue within six months from the date on which securities of the listed issuer first
commence dealings on the Stock Exchange (whether or not such issue of shares or securities
will be completed within six months from the commencement of dealing) except for the
circumstances more particularly stated in the Listing Rules.

Our Company has applied to the Stock Exchange for a waiver from strict compliance with
the restrictions on further issue of Shares (or convertible securities) within the first six months
from the Listing Date under Rule 10.08 of the Listing Rules, and the Stock Exchange has

granted such a waiver subject to the following conditions:

(a) any issue of Shares (or convertible securities) by our Company during the first six
months from the Listing Date must be for cash to fund a specific acquisition, as part
of or full consideration for the acquisitions, or to be used for our R&D expenditures,
sales network construction or construction of our production facilities;

(b) the matter mentioned in (a) above must contribute to the growth of our Group’s

operation;

(c) any further issue of new Shares will be made under a general mandate or subject to
the Shareholders’ approval as required under Rule 13.36 of the Listing Rules with
the total number of Shares that are issued or to be issued not exceeding 20% of the
total number of Shares in issue as at the Listing Date. Upon completion of any
issuance(s) within six months after Listing, our Controlling Shareholders would
hold no less than 42.48% of the total issued share capital of our Company; and

(d) our Controlling Shareholders will not cease to be Controlling Shareholders upon the
issue of any Shares within the first 12 months from the Listing Date in compliance
with Rule 10.07(1) of the Listing Rules.

The reasons for the application for a waiver from strict compliance with Rule 10.08 of the

Listing Rules by our Company are, inter alia, as follows:

(a) our Company is seeking a listing of its H Shares on the Stock Exchange by way of
introduction. The relevant H Shares subject to the listing application are H Shares
to be issued as consideration for the cancelation of the Share Exchange HEC CJ
Pharm H Shares pursuant to the Merger and the Privatization. Our Company is not
issuing any other new H Shares or raising new funds pursuant to the Introduction.
Accordingly, our Company’s listing by way of introduction itself will not result in

any dilution of the Shareholders’ interests in our Company;
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(b) as our Company continues to expand its business and enrich its product pipeline, it
is essential for our Company to have flexibility in raising funds by way of further
issue of new H Shares to support our business development or entering into further
acquisitions with issuance of H Shares as consideration should an appropriate
opportunity arise. In addition, our Company considers that any issue of new H
Shares by our Company will enhance our Shareholders’ base and increase the
trading liquidity of the H Shares. The interests of our Shareholders and prospective
investors would be prejudiced if our Company could not raise funds for our business
development or expansion due to the restrictions under Rule 10.08 of the Listing
Rules;

(c) the interests of our Shareholders will be protected since any further issue of Shares
by our Company will have to be subject to the Shareholders’ approval as required
under Rule 13.36 of the Listing Rules; and

(d) since the commencement of the Track Record Period, our Controlling Shareholders
have at all times maintained more than 30% interest in our Company. They remained
strongly committed to our Company and save for the deemed disposal by our
Controlling Shareholders resulting from any issue of securities by our Company
within six months from the Listing Date, they intend not to dispose of any Shares
owned by them within six months from the Listing Date and have undertaken to

remain as Controlling Shareholders for the first 12 months from the Listing Date.

CONTINUING CONNECTED TRANSACTIONS

Our Group entered into and is expected to continue with certain transactions which would
constitute partially exempted continuing connected transactions under Chapter 14A of the
Listing Rules, following completion of the Listing. We have applied for, and the Stock
Exchange has granted, a waiver from strict compliance with the relevant requirements under
Chapter 14A of the Listing Rules in respect of such partially exempted continuing connected
transactions. For details, please refer to the section headed “Connected Transactions” in this

Listing Document.

PUBLIC FLOAT

Rule 8.08(1)(a) of the Listing Rules provides that there must be an open market in the
securities for which listing is sought which normally means that at least 25% of the issuer’s
total issued share capital must at all times be held by the public.

We have applied to the Stock Exchange for, and the Stock Exchange has granted, a waiver
from strict compliance with the minimum public float requirement under Rule 8.08(1)(a) of the
Listing Rules so that the minimum percentage of our H Shares from time to time held by the
public shall be the higher of (1) 18.53% and (2) such percentage of H Shares to be held by the
public immediately upon completion of the Introduction and the Privatization.
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Assuming that the Merger is approved and all the Dissenting Shareholders request that
their HEC CJ Pharm H Shares to be acquired at a “fair price”, the Company is expected to have
more than 300 Shareholders upon Listing, which satisfies the requirement under Rule 8.08(2)
of the Listing Rules.

Assuming that the Merger is approved and all the Dissenting Shareholders request that
their HEC CJ Pharm H Shares to be acquired at a “fair price”, it is expected that the three
largest public Shareholders will hold in aggregate not more than 50% of H Shares in public
hands, which satisfies the requirement under Rule 8.08(3) of the Listing Rules.

Assuming that the Merger is approved and all the Dissenting Shareholders request that
their HEC CJ Pharm H Shares to be acquired at a “fair price”, the expected market
capitalisation of the H Shares held by the public upon the Listing is approximately HK$7,822.3
million (based on the value of each H Share of approximately HK$73.21 indicated in valuation
report appended to the 3.5 Announcement), which satisfies the requirement under Rule 8.09(1)
of the Listing Rules.

This waiver has been granted on the basis that (a) the Company will have a market
capitalization at the time of Listing of over HK$10 billion, (b) the Company will have an open
market in the H Shares to be held by the public upon the Listing, where the quantity and scale
of the H Shares would enable the market to operate properly with a lower percentage of public
float, (c) the Company will make appropriate disclosure of the lower prescribed percentage of
public float in the Listing Document, (d) the Company will announce the percentage of H
Shares held by the public immediately after the completion of the Introduction and the
Privatization such that the public will be informed of the minimum public float requirement
applicable to the Company, (e) the Company will confirm the sufficiency of the public float
prescribed by the Stock Exchange in its successive annual reports after the Listing, and (f) the
Company will implement appropriate measures and mechanisms to ensure continual
maintenance of the minimum percentage of public float.

- 127 -



INFORMATION ABOUT THIS LISTING DOCUMENT AND THE INTRODUCTION

DIRECTORS’ RESPONSIBILITY FOR THE CONTENTS OF THIS LISTING
DOCUMENT

This Listing Document, for which the Directors (including any proposed Director who is
named as such in this Listing Document) collectively and individually accept full
responsibility, includes 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 for the
purpose of giving information with regard to our Group. Our Directors, having made all
reasonable enquiries, confirm that to the best of their knowledge and belief the information
contained in this Listing Document is accurate and complete in all material respects and not
misleading or deceptive, and there are no other matters the omission of which would make any
statement herein or this Listing Document misleading.

CSRC FILING

We have filed the required documents with the CSRC, and the CSRC has issued the filing
notice dated June 16, 2025, confirming our completion of the filing regarding the application
for listing of the H Shares on the Stock Exchange pursuant to the new filing regime introduced
by the Overseas Listing Trial Measures for the Listing.

INFORMATION AND REPRESENTATIONS

Our Company has not authorised anyone to provide any information or to make any
representation not contained in this Listing Document. You should not rely on any information
or representation not contained in this Listing Document as having been authorised by our
Group, the Sole Sponsor, or any of our or its respective directors, officers or representatives
or any other person involved in the Listing. The delivery of this Listing Document should not,
under any circumstances, constitute a representation that there has been no change or
development reasonably likely to involve a change in our affairs since the date of this Listing
Document or imply that the information contained in this Listing Document is correct as at any
date subsequent to the date of this Listing Document.

RESTRICTIONS ON THE USE OF THIS LISTING DOCUMENT

This Listing Document is published solely in connection with providing information on
the Introduction. Unless expressly authorized, it may not be used for any other purpose and,
in particular, no person is authorised to use or reproduce this Listing Document or any part
thereof in connection with any offering of H Shares or other securities of our Company.
Accordingly, there is no, and will not be any, offer of or solicitation, or an invitation by or on
behalf of our Company and/or the Sole Sponsor to subscribe for or purchase, any of the H
Shares or other securities of our Company. Neither this Listing Document nor any other
document or information (or any part thereof) delivered or supplied under or in relation to the
Introduction may be used for the purpose of, and the delivery, distribution and availability of
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this Listing Document or such other document or information (or any part thereof) does not
constitute, any offer of or solicitation or an invitation by or on behalf of our Company and/or
the Sole Sponsor, to subscribe for or purchase any of the H Shares or other securities of our
Company.

NO CHANGE IN THE NATURE OF OUR BUSINESS

No change in the nature of our business is contemplated immediately following the
Introduction.

APPLICATION FOR LISTING ON THE STOCK EXCHANGE

We have applied to the Stock Exchange for the listing of, and permission to deal in, our
H Shares to be issued as mentioned in this Listing Document. Please see the section headed
“Share Capital” in this Listing Document for more details. Save as disclosed in this Listing
Document, no part of our Shares is listed on or dealt in on any other stock exchange and no
such listing or permission to list is being or proposed to be sought in the near future.

The Introduction does not involve a public offering of H Shares or any other securities
of our Company for purchase or subscription and no money will be raised in conjunction with
the Introduction.

CONDITIONS OF THE INTRODUCTION

The Introduction is conditional on the Merger Agreement becoming effective, and the
Stock Exchange granting the listing of, and permission to deal in, the H Shares on the Main
Board of the Stock Exchange and such approval not having been revoked prior to the
Introduction. If such conditions are not satisfied, the Introduction will not take place, in which
case an announcement to that effect will be made.

H SHARE REGISTRAR AND STAMP DUTY

All of the H Shares to be issued will be registered on our H Share register of members
to be maintained in Hong Kong by our H Share Registrar, Computershare Hong Kong Investor
Services Limited. Our principal register of members will be maintained by us at our head office
in the PRC. Dealings in our H Shares registered on our H Share Registrar will be subject to
Hong Kong stamp duty. Please see the section headed “Appendix III — Taxation and Foreign
Exchange” in this Listing Document for more details.

Unless determined otherwise by the Company, dividends payable in respect of our H
Shares will be paid to the Shareholders as recorded on the H Share register of our Company
in Hong Kong and sent by ordinary post, at the Shareholders’ risk, to the registered address of
each Shareholder.
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H SHARES WILL BE ELIGIBLE FOR ADMISSION INTO CCASS

Subject to the granting of listing of, and permission to deal in, our H Shares on the Stock
Exchange and our Company’s compliance with the stock admission requirements of HKSCC,
our H Shares will be accepted as eligible securities by HKSCC for deposit, clearance and
settlement in CCASS with effect from the date of commencement of dealings in the H Shares
on the Stock Exchange or any other date HKSCC chooses. Settlement of transactions between
Exchange Participants (as defined in the Listing Rules) is required to take place in CCASS on
the second settlement day after any trading day. All activities under CCASS are subject to the
General Rules of HKSCC and HKSCC Operational Procedures in effect from time to time.

All necessary arrangements have been made for the H Shares to be admitted into CCASS.
If you are unsure about the details of CCASS settlement arrangements and how such
arrangements will affect your rights and interests, you should seek the advice of your
stockbrokers or other professional advisors.

PROFESSIONAL TAX ADVICE RECOMMENDED

You should consult your professional advisors if you are in any doubt as to the taxation
implications of receiving, purchasing, holding, disposing of and dealing in our H Shares. It is
emphasised that none of our Company, the Sole Sponsor, any member of our Group or the
respective directors, officers or representatives of our Company, the Sole Sponsor and
members of our Group or any other person involved in the Listing accepts responsibility for
any tax effects or liabilities resulting from the receipt of, purchase, holding or disposing of, or
dealing in, our H Shares or your exercise of any rights attaching to our H Shares.

COMMENCEMENT OF DEALINGS IN THE H SHARES

Dealings in our H Shares on the Stock Exchange are expected to commence at 9:00 a.m.
on Thursday, August 7, 2025. Our H Shares will be traded in board lots of 100 H Shares each
and will be traded on the Main Board of the Stock Exchange in Hong Kong dollars. The stock
code of our H Shares is 6887.

LANGUAGE

If there is any inconsistency between this Listing Document and the Chinese translation
of this Listing Document, this Listing Document shall prevail unless otherwise stated.
However, the translated English names of the Chinese and foreign national, entities,
departments, facilities, certificates, titles, laws, regulations (including certain of our
subsidiaries) and the like included in this Listing Document and for which no official English
translation exists are unofficial translations for your reference only. If there is any
inconsistency, the names in their original languages shall prevail.
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ROUNDING

Certain amounts and percentage figures included in this Listing Document have been
subject to rounding adjustments. Any discrepancies in any table, chart or elsewhere between
the total shown and the sum of the amounts listed are due to rounding.

CURRENCY TRANSLATION

Solely for your convenience, this Listing Document contains translations among certain

amounts denominated in Renminbi, Hong Kong dollars and US dollars at specified rates.

Unless otherwise specified, the translation of Renminbi into Hong Kong dollars, of
Renminbi into US dollars and of Hong Kong dollars into US dollars, and vice versa, in this
Listing Document was made at the following rates:

RMB0.92526 to HK$1.00

RMB7.1996 to US$1.00

HK$7.7812 to US$1.00

No representation is made that any amounts in Renminbi, Hong Kong dollars or US

dollars can be or could have been at the relevant dates converted at the above rates or any other
rates or at all.
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DIRECTORS

Name Address Nationality

Executive Directors

Dr. Zhang Yingjun Villa 6-1 Chinese
(R 1) HEC Scientific Park

No. 368 Zhen’an Middle Road
Chang’an County

Dongguan City

Guangdong Province, PRC

Dr. Li Wenjia 24G, Unit B, Block 6, Chinese
(FCAER ) Yongjing Bay Garden
48 Airong Road
Nanshan District
Shenzhen City
Guangdong Province, PRC

Non-executive Directors

Mr. Zhang Yushuai House 8 Chinese
(R ERSEE) Living Community 1
HEC Industrial Development Co., Ltd
Rucheng Industrial Road
Ruyuan Yao Autonomous County
Guangdong Province, PRC

Mr. Tang Xinfa West Fourth Floor, Building 106 Chinese
(BRI Huafa North Road
Futian District
Shenzhen City
Guangdong Province, PRC

Mr. Zhu Yingwei 25, Zone E, Dongfang Garden Chinese
CRIEARSEE) 9017 Shennan Avenue
Nanshan District
Shenzhen City
Guangdong Province, PRC

Mr. Zeng Xuebo 2402 Chinese
(B B 34 Shanhu Road

Luopu Street

Panyu District

Guangzhou City
Guangdong Province, PRC
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Name Address Nationality
Ms. Dong Xiaowei Room 401, Haide Pavilion, Chinese
CREBEME L) Building 8 Gelan Mingzhu
Dongguan City,
Guangdong Province, PRC
Ms. Wang Lei 11A, Block B, Changyi Garden Chinese
(EFEZ L) 59 Baihua Fourth Road
Futian District
Shenzhen City
Guangdong Province, PRC
Independent Non-executive Directors
Dr. Li Xintian 1-14C, Yinhai Shangzhuang, Chinese
(ZEH R L) No. 52, Hongshan Side Road,
Wuchang District,
Wuhan City,
Hubei Province, PRC
Dr. Ma Dawei 1301, Building 2 Chinese
(SR Lane 2455, Xietu Road
Xuhui District
Shanghai
PRC
Dr. Yin Hang Hubert 2601, Unit 1, Building 4 American
i+ Shuanggingyuan
Haidian District
Beijing
PRC
Dr. Lin Aimei Room 1102, Unit 3, G7 Building, Chinese
(MREAF L) Wenchang Campus
China University of Mining and
Technology
Dr. Ye Tao Flat B, 21/F, Tower 1A Chinese
(CGERML) Oceanaire
18 Po Tat Street
Ma On Shan

New Territories, Hong Kong
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SUPERVISORS

Name Address Nationality

Dr. Li Jing Room 02, Building 13 Chinese
(FRE L) HEC Scientific Park

Mr. Chen Gang
(BREESEAR)

Mr. Qing Shiwei
(75 AR SEE)

No. 368 Zhen’an Middle Road
Chang’an County

Dongguan City

Guangdong Province, PRC

Room 05, Building 08 Chinese
HEC Scientific Park

No. 368 Zhen’an Middle Road

Chang’an County

Dongguan City

Guangdong Province, PRC

Room 931, Building 33 Chinese
HEC Scientific Park

No. 368 Zhen’an Middle Road

Chang’an County

Dongguan City

Guangdong Province, PRC

For further details of the biographies and other relevant information of our Directors and

Supervisors, see “Directors, Supervisors and Senior Management” in this Listing Document.
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PARTIES INVOLVED IN THE INTRODUCTION

Sole Sponsor China International Capital Corporation
Hong Kong Securities Limited
29/F, One International Finance Centre
1 Harbour View Street, Central

Hong Kong
Financial Advisors to our Company China International Capital Corporation
in respect of the Privatization Hong Kong Securities Limited

29/F, One International Finance Centre
1 Harbour View Street, Central
Hong Kong

Legal Advisors to our Company As to Hong Kong law and U.S. law:
Slaughter and May
47/F, Jardine House
One Connaught Place
Central
Hong Kong

As to Hong Kong law:

Jia Yuan Law Office
Suites 3502-3503, 35/F
Tower 1, Exchange Square
8 Connaught Place, Central
Hong Kong

As to PRC law:

Jia Yuan Law Offices
45/F, Media Finance Center
Pengcheng 1st Road

Futian District

Shenzhen

PRC

- 135 -



DIRECTORS, SUPERVISORS AND PARTIES INVOLVED IN THE INTRODUCTION

Legal Advisors to the Sole Sponsor As to Hong Kong law and U.S. law:
Freshfields
55/F, One Island East
Taikoo Place
Quarry Bay
Hong Kong

As to PRC law:

Tian Yuan Law Firm

509, Tower A

International Enterprise Building
35 Financial Street

Xicheng District

Beijing

PRC

Auditors and Reporting Accountants KPMG
Certified Public Accountants
Public Interest Entity Auditor
registered in accordance with the
Accounting and Financial Reporting
Council Ordinance
8th Floor, Prince’s Building
10 Chater Road
Central
Hong Kong

Industry Consultant Frost & Sullivan (Beijing) Inc.,
Shanghai Branch Co.
Room 2504
Wheelock Square
1717 Nanjing West Road
Shanghai
PRC
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Registered Office 1 Industrial North Road
Songshan Lake Park
Dongguan City
Guangdong Province, the PRC

Headquarters and Principal Place HEC Scientific Park
of Business in the PRC No. 368 Zhen An Zhong Road
Chang’an County Dongguan
Guangdong Province, the PRC

Principal Place of Business in Hong Kong 40th Floor, Dah Sing Financial Centre
No. 248 Queen’s Road East
Wanchai, Hong Kong

Company’s Website www.hecpharm.com

(the information contained on the website
does not form part of this Listing
Document)

Company Secretary Mr. Cheng Ching Kit (BRFEE)
(ACG, HKACG)
40th Floor, Dah Sing Financial Centre
No. 248 Queen’s Road East
Wanchai, Hong Kong

Authorized Representatives Dr. Zhang Yingjun (5R%:/&)
Villa 6-1
HEC Scientific Park
No. 368 Zhen’an Middle Road
Chang’an County
Dongguan City
Guangdong Province, PRC

Dr. Li Wenjia (Z=3C{F)
24G, Unit B, Block 6
Yongjing Bay Garden

48 Airong Road

Nanshan District
Shenzhen City

Guangdong Province, PRC

Audit Committee Dr. Lin Aimei (#REA#) (Chairman)

Mr. Tang Xinfa (JE#7%%)
Dr. Li Xintian (ZH1K)
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Remuneration and Appraisal Committee

Nomination Committee

Strategic Committee

Compliance Advisor

H Share Registrar

Principal Bank

Dr. Lin Aimei (#KE#) (Chairman)
Dr. Zhang Yingjun (GRJER)
Dr. Li Xintian (Z=#7K)

Dr. Yin Hang Hubert (GF#i) (Chairman)

Dr. Zhang Yingjun (JR5:R)
Dr. Li Xintian (ZF#K)

Dr. Zhang Yingjun (3R%:4&) (Chairman)

Mr. Zeng Xuebo (& 2H)
Dr. Yin Hang Hubert (Ffji)

China Sunrise Capital Limited
Units 4513

45th Floor, The Center

99 Queen’s Road

Central

Hong Kong

Computershare Hong Kong Investor
Services Limited

Shops 1712-1716, 17th Floor
Hopewell Centre

183 Queen’s Road East

Wan Chai

Hong Kong

China Merchants Bank

Dongguan Chang’an branch

First floor

Changsheng Xi’an Road Sports Park
Activity Center

Chang’an County Dongguan
Guangdong Province, the PRC
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The information and statistics set out in this section and other sections of this
Listing Document were extracted from various official government publications,
available sources from public market research, other sources from independent
suppliers, and the independent industry report prepared by Frost & Sullivan. We
engaged Frost & Sullivan to prepare the Frost & Sullivan Report, an independent
industry report, in connection with the Listing. The information extracted from
official government sources has not been independently verified by us, the Sole
Sponsor, any of their respective directors and advisers, or any other persons or
parties involved in the Listing, and no representation is given as to its accuracy.

THE PHARMACEUTICAL MARKET
Overview of the Global Pharmaceutical Market

The size of the global pharmaceutical market was USD1,472.3 billion in 2023 and is
expected to reach USD1,766.7 billion in 2026 and USD2,069.4 billion in 2030, representing a
CAGR of 6.3% from 2023 to 2026 and 4.0% from 2026 to 2030, respectively.
Overview of the Pharmaceutical Market in China

Accompanying the growth in demands of the economy and healthcare industry, the size

of China’s pharmaceutical market increased from RMB1,533.4 billion in 2018 to RMB1,618.3
billion in 2023, representing a CAGR of 1.1%. The PRC pharmaceutical market will further
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increase to RMB2,034.5 billion in 2026 and RMB2,608.8 billion in 2030, representing a CAGR
of 7.9% from 2023 to 2026 and 6.4% from 2026 to 2030, respectively. The chart below sets
forth the size of the pharmaceutical market in China by therapeutic areas from 2018 to 2030.

Pharmaceutical Market in China, 2018-2030E

Billion RMB

At wholesale price level

2018 2019 2020 2021 2022 2023 2024E | 2025E | 2026E | 2027E | 2028E | 2029E | 2030E
Anti-infectives for systemic use 2179 | 2255 174.2 185.8 181.4 190.3 197.1 201.3 204.5 | 208.6 | 2133 | 217.5 | 221.5
= Alimentary tract and metabolism 2163 | 2332 | 2214 | 239.5 | 231.1 237.0 | 258.1 276.7 | 294.7 | 310.8 | 3254 | 339.1 352.3
Anti-neoplastic agents 157.5 182.7 197.5 | 231.1 233.6 | 241.6 | 262.1 306.0 | 353.0 | 401.0 | 4484 | 497.7 | 5484
= Respiratory system 833 90.8 68.3 75.1 71.1 82.1 89.7 96.1 103.7 | 109.3 114.7 119.6 1239
Central nervous system 1974 | 204.3 161.4 173.5 165.3 173.4 182.9 193.3 207.1 | 2193 | 228.8 | 236.7 | 244.3
Cardiovascular system 206 2122 | 176.1 189.9 | 184.8 | 181.9 | 186.0 | 194.7 | 2064 | 2173 | 2269 | 2342 | 240.6
= Blood and blood forming organs 129.4 138.4 130.1 142.6 140.6 146.9 157.5 168.0 178.8 | 188.9 198.4 | 206.1 213.7
= Musculoskeletal system 64.9 68.2 60.2 65.9 62.6 61.6 66.5 72.4 79.2 85.6 91.9 97.3 102.7
= Systemic hormonal preparations' 50.6 53.7 51.6 56.8 54.0 52.9 56.6 60.2 63.7 66.8 69.7 723 74.6
= Genitourinary system and sex hormone | 39.2 41.2 37.9 41.5 41.9 443 46.9 49.3 51.6 53.8 55.9 57.7 59.3
u Others 170.7 182.8 169.1 189.4 187.8 206.2 231.2 257.5 291.8 | 328.5 368.7 397.3 427.4
Note:
1. Excludes sex hormones and insulins

Source: Annual reports of listed companies, NMPA, CDE, NRDL, Expert interviews, Frost & Sullivan analysis
Threats and Challenges of the Pharmaceutical Market in China

Pressure from VBP. China’s VBP policy imposes significant price pressures on
pharmaceutical companies. Through large-scale procurement initiatives, the government
reduces drug prices, compelling many pharmaceutical companies to lower their prices to
remain competitive. This dynamic particularly affects manufacturers of innovative drugs, as
the financial strain may hinder their ability to recover R&D costs, thereby impacting the
development and market availability of new drugs.

Challenges in Innovative Drug R&D. Chinese pharmaceutical companies encounter
significant challenges in the research and development of innovative drugs. Despite
advancements in biopharmaceuticals and vaccine development, the overall innovation
landscape in China remains relatively underdeveloped. The lengthy drug development cycles
and substantial financial investments required, coupled with the complex clinical trial and
approval processes, elevate risks for companies, particularly those with limited capital and
technological capabilities. Furthermore, inadequate intellectual property protection for
domestic innovative drugs may discourage investments in R&D.
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Challenges in Drug Internationalization. The internationalization of China’s
pharmaceutical industry presents various challenges. While the domestic market is expanding
rapidly, companies aiming to penetrate international markets often face cultural, legal and
regulatory hurdles. Variations in drug approval standards across different countries can extend
the timelines for market entry. Additionally, the increasing intensity of international
competition, combined with relatively weaker brand recognition and influence among domestic
companies, necessitates greater effort to meet the demands of the global market.

Intense Market Competition. The Chinese pharmaceutical market is highly competitive,
with intense rivalry among domestic companies and multinational pharmaceutical firms. The
prevalence of generic drugs and price-driven competition have further compressed profit
margins of drugs. Many companies resort to price wars and aggressive promotional tactics to
capture market share, which may disrupt market stability and adversely affect drug quality and
the pursuit of innovative R&D.

Entry Barriers of the Pharmaceutical Market in China

Regulatory hurdles. New entrants in the Chinese pharmaceutical market face significant
regulatory challenges, with stringent oversight by the NMPA to ensure drug safety, efficacy,
and quality. Compliance with regulations, including clinical trials, product testing,
manufacturing standards, and marketing approvals, requires substantial investments in
regulatory expertise and resources, creating barriers to market entry and product
commercialization.

Established competition. The market is highly competitive with numerous domestic and
global players. Established companies benefit from strong brand recognition, extensive
distribution networks, and established relationships with healthcare providers and regulators.
New entrants must contend with these entrenched competitors, who possess considerable
resources and experience in navigating the local market.

Quality and compliance requirements. Smaller pharmaceutical companies often struggle
to meet stringent quality standards and regulatory requirements, including GMP standards.
Compliance demands significant investment in infrastructure, technology, and expertise.
Companies that fail to meet these standards may struggle to gain market acceptance and secure

necessary product approvals.

Growth Drivers of the Pharmaceutical Market in China

Expansion of the Patient Population. China’s aging population is growing, leading to an
enlarged pool of patients with various age-related health issues, such as chronic diseases and
cancer. For example, the number of diabetic patients in China reached 143.4 million in 2023
and is expected to increase to 157.6 million in 2030. In China, incidence of cancer was 4.9
million in 2023 and is expected to reach 5.6 million in 2030. The increasing number of patients
is expected to spur the demands for medications and treatments, driving the growth of the
pharmaceutical market in China.
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Favorable Government Policies. The Chinese government promulgated a series of
policies to shorten the review and approval process for innovative drugs. In addition, the
Chinese government has implemented a priority review system for certain drugs, which aims
to accelerate the process of getting to the market the drugs that have the potential to address
urgent clinical needs. These include the “Opinions of Encouraging Drug Innovation to
Implement Priority Review and Approval” ( A=) BH i 55 Bh 3E 5 B8 B A T S P e L
) ) issued by the General Office of the State Council in 2017 and the “Notice on Soliciting
Opinions on the Working Procedures of Breakthrough Therapeutics and the Priority Review
and Approval Process” ( (B ZE MG HEEEY) TAERE 7 AR Se dewl d it TARRR P RORE ")
#HI) ) issued by the NMPA in 2019. Patent protection in China has been greatly enhanced as
well. All these reforms will encourage domestic players to invest more in the research and
development of innovative drugs. This increase in range of diverse, innovative drugs available

in China will, in turn, boost consumption in the future.

Increased Medical Insurance Expenditure. In recent years, the Chinese government has
continuously increased its investment in medical security. This kind of investment not only
improves the people’s medical security level but also provides a broad market space for
pharmaceutical enterprises. For instance, expenditure of the basic medical insurance fund
increased from RMB1,782.2 billion in 2018 to RMB2,814.0 billion in 2023, with a CAGR of
9.6%. New drugs are quickly covered by medical insurance after listing, which provides
opportunities for pharmaceutical companies to quickly recover their research and development
investment, thus further stimulating the innovation vitality of enterprises. Currently, the
national population participation rate in medical insurance schemes remains stable at
approximately 95%, and the reimbursement rate of hospitalization expenses under employee
medical insurance and urban and rural residents’ medical insurance is also very high. As more
people are able to enjoy the benefits brought about by medical insurance, this would further
enhance the demands for the growth and expansion of the pharmaceutical market.

Improvement of China’s Economy and Increase in Per Capita Income. With the rapid
development of China’s economy, income levels are constantly improving, and the demand for
medical care is gradually increasing. This growth trend provides a broad market space and
potential for the pharmaceutical market. Economic growth means an increase in the country’s
overall wealth, which usually provides the government with greater financial resources to
invest in medical security. As a result, the coverage and quality of medical insurance will be
improved. China’s disposable income per capita increased from RMB28,228 in 2018 to
RMB39,218 in 2023, with a CAGR of 6.8%. The increase in residents’ income means that
individuals have more disposable income for medical care consumption. As such, they would
be more willing to invest in their own health and that of their families, and the demand for
high-quality and efficient medical services and medicines would increase accordingly. In
addition, people’s health awareness is gradually improving. More and more people are
beginning to pay attention to their health status, actively participate in health management, and
are willing to pay more for prevention and healthcare. This increase in health awareness will
further promote the development of the pharmaceutical market, especially in the fields of

preventive healthcare and chronic disease management.
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Increased Investment in Research and Development. The pharmaceutical industry is
capital-intensive by nature and requires huge investment in both research and development as
well as the manufacturing process. Investment in research and development in China has grown
substantially. For example, USD30.1 billion was spent on drug research and development in
China in 2023, representing a CAGR of 11.5% from 2018 to 2023. This is expected to rise to
USD42.8 billion by 2026 and USD76.0 billion by 2030, representing a CAGR of 12.5% from
2023 to 2026 and 15.5% from 2026 to 2030, respectively. This increase in investment provides
abundant capital for research and development of innovative drugs, investigations of emerging
categories and the establishment of manufacturing facilities.

Advancement of Technology. The development of technology promotes the development
of the pharmaceutical industry in China. In particular, biotechnology can create substances that
cannot be found in nature, as well as synthesize different substances to take advantage of
synthetic substances, and even exploit the unique characteristics of viruses. Additionally, the
increasing prevalence of multidisciplinary fields, such as genome technology and information
technology, has promoted the development of precision medicine. Accordingly, it is necessary
to develop innovative drugs with more precise targeting.

Market Trends of the Pharmaceutical Market in China

Increased Permeability of Drugs for Infectious Diseases. Infectious diseases, especially
respiratory infections, have always been a major global health problem. The penetration rate
of drugs for infectious diseases is expected to increase as people deepen their understanding
of these diseases and medical technology continues to advance. With the popularization of
medical knowledge and the improvement of public health awareness, people’s perception of
infectious diseases has changed significantly. People have started to pay more attention to
prevention and treatment and are willing to invest more resources and time into managing these
diseases. This change in perception will help to promote the development of the drug market
for infectious diseases. With the progress of medical science and technology, new drugs for
infectious diseases are constantly emerging, which provides more choice for the treatment of
these diseases. These drugs have greater curative effect and fewer side effects and are diverse
enough to meet the needs of different patients. At the same time, as drug research and
development progresses, precise therapeutic drugs targeting specific pathogens may emerge in
the future to further improve treatment efficacy. Many national governments and people from
all walks of life are also actively promoting the research and development and application of
drugs for infectious diseases. For example, some countries have set up special funds to support
the research and development of anti-infective drugs and are encouraging pharmaceutical
companies to invest more. At the same time, by implementing relevant policies, medical
institutions and patients will be encouraged to use these drugs more. In short, with the
deepening of people’s understanding of infectious diseases, the progress of medical technology
and the support of different national governments and people from all walks of life, the
penetration rate of infectious diseases drugs is expected to be further improved in the future.
This will help to better meet the needs of patients, improve the treatment effect and promote
the sustainable development of the pharmaceutical market.
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Increase in Chronic Diseases. According to China’s Mid- and Long-term Plan for
Chronic Diseases (2017-2025) <H BB A 18 5% TR IARL#](2017-2025)) issued by the State
Council, chronic diseases account for 86.6% of total deaths and the disease burden accounted
for over 70% of the total disease burden. Therefore, from a clinical demand perspective,
China’s innovative drug research and development in the coming future will mainly target
cardiovascular diseases, diabetes and other chronic diseases.

Multidisciplinary Integration. After the two revolutions in life science led by the
development of molecular biology and genomics, the third revolution is characterized by the
integration of multiple disciplines, such as life science, physics, engineering and information
technology. The cross-fusion of gene editing technology, tumor immunotherapy, big data,
artificial intelligence, 3D printing technology and other fields will promote the research and

development of new drugs.

Cooperative Innovation. Pharmaceutical enterprises can leverage the resources from
other market participants to expedite the time required for research and development, reduce
the research and production costs, and accelerate the entry of innovative drugs into the market.
Pharmaceutical enterprises can entrust manufacturing enterprises with the production of
innovative drugs, thus saving the time and resources of having to build factories and production
lines, as well as cooperate with universities and research institutions for innovative drug

research, which can help to reduce costs and share the risk of research.

Improving Affordability. The average disposable income in China is expected to continue
growing rapidly. This will, in turn, increase the willingness and ability of patients to pay for
medication. As more Chinese households increase their spending power, they will be able to
afford more expensive medical treatments, particularly those for life-threatening diseases.
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Competitive Landscape of the Pharmaceutical Market in the China

Our key competitors are large national and regional manufacturers of pharmaceutical
products, including large state-owned pharmaceutical companies. We also compete with
multinational pharmaceutical companies. The table below sets forth a comparison of the top
five pharmaceutical companies in China by revenue and their major drug assets:

Year of Listing Total Revenue

Rank Market Player Headquarters " Major Therapeutic Areas Major Drug Assets in 2023
U u Establishment Status Bl = = & n 2
(RMB billion)
Amoxicillin
Oncology, antibiotics, blood products, Nifedipine controlled-release tablets
1 Sinopharm Group Beijing 1987 Listed influenza vaccines, i in Ceftriaxone sodium 596.6
diseases Betahistine hydrochloride
COVID-19 inactivated vaccine
) Cardiovascular diseases, digestive TR
Shanghai B e o Lol Duloxetine
2 Pharmaceutical Shanghai 1994 Listed (PRSI, NI GNLE MIRIIDEEL, Ceftioflavone 260.3
immunosuppressants and anti-allergy drugs, .
Group e et Hydroxychloroguine sulfate tablets
espiratory syste Ginkgo biloba ester tablets
999 Cold Remedy Granular
China Resources Oncology, respiratory system, piecvastiinCaliungiabie
3 o Beijing 2007 Listed LR, Omeprazole Sodium 244.7
Pharmaceutical Group digestive system ’
Paclitaxel
Sanjiu Weitai
Decitabine
S Oncology, antibiotics, cardiovascular Sirolimus
4 Huadong Medicine Pz 1993 Listed diseases, digestive system, Tacrolimus 40.6
Zhejiang Province g - )
endocrine system Pioglitazone Metformin Tablets
Indobufen Tablets
S-1 tablets
Mg Ao