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HIGHLIGHTS

(in RMB’000)
2021 2022 2023 2024 2025
RESULTS
Turnover 3,223,550 3,950,636 4,516,538 3,778,043 3,135,419
Gross profit 2,410,336 2,938,314 3,394,119 2,831,749 2,266,207
Profit before taxation 720,103 917,025 1,240,253 1,145,721 1,269,266
Profit attributable to owners of the
Company 556,674 722,773 969,510 840,052 949,948
Basic earnings per share RMBO0.74 RMBO0.96 RMB1.28 RMB1.11 RMB1.26
Dividends 453,072 241,728 317,268 407,916 355,038
ASSETS AND LIABILITIES
Total assets 7,203,958 8,231,861 9,573,993 10,041,530 10,777,135
Total liabilities (1,302,477) (1,849,335) (2,539,225) (2,574,626) (2,715,321)
Total equity attributable to the
owners of the Company 5,901,481 6,382,526 7,034,768 7,466,904 8,061,814
Profit Attributable Gross and
to Owners of the Company Net Profit Margins
(in RMB’000) %
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STATEMENT

Dear Shareholders,

The year 2025 marks the final year of the period of the “14th Five-Year Plan” strategic plan of China Shineway
Pharmaceutical Group Limited (the “Company” or “Shineway”) and its subsidiaries (collectively the “Group”). The Traditional
Chinese Medicine (“TCM”) industry has entered a new development phase characterized by structural optimization,
survival-of-the-fittest competition, and a return to fundamental value. Amidst profound industry transformation, we face
both long-term development opportunities and short-term challenges. Factors such as medical insurance cost control,
volume-based procurement price reductions, shrinking demand, consumption downgrading and rising production
costs are currently reshaping the industry landscape. Concurrently, terminal channels like medical institutions and retail
pharmacies have actively adjusted their inventories and significantly reduced their procurement. Under intense market
competition, the market demand for TCM products has entered a period of deep adjustment. For the full year of 2025,
the Group’s sales revenue decreased substantially by 17.0% to RMB3,135 million. Both gross profit margin and operating
profit margin declined. However, earmnings per share increased by 13.5% over the previous year to RMB126 cents.

Facing this severe industry environment and complex market situation, all Shineway personnel have risen against the
odds and demonstrated sharp determination to overcome difficulties. We have pursued pragmatic progress in key areas
including marketing innovation, lean production, technological research and development (“R&D”), and cost reduction
with efficiency enhancement. We have accelerated the development of new channels, optimized product mix, controlled
costs and expenses, and strengthened regional and product competitiveness. Our goal remains steadfast to achieve a
performance rebound and return to a growth trajectory in this new cycle of standardized industry development.

In 2025, the Group successfully won the bid for eight key products in centralized procurement of the National Procurement
Alliance of Proprietary Chinese Medicine. These tendered products cover treatment areas such as cardio-cerebrovascular
diseases, respiratory system diseases, and digestive system diseases. They are among the most commonly used
medicines in clinical practice and included in medical insurance and essential drug lists. Following this successful bid
for centralized procurement, the tendered products are now more in line with the disbursement requirements of DRG/
DIP, which catered to providing high-quality and reasonably-priced medication options for more patients. This would
further boost future terminal market demand and market coverage rate of the Group’s products and create greater
market sales potential.

During the year, under the multiple policy influences of the full-scale implementation of national unified standards, the
normalization of provincial-level centralized procurement, and continued medical insurance cost control, the TCM formula
granules industry bade farewell to high growth and entered a period of deep adjustment characterized by volume and
price pressures, structural realignment and intensified competition. The overall industry saw a sales decline during the
year and the Group’s revenue from TCM formula granules also decreased by 14.4%. However, as the industry landscape
gradually stabilizes, and with relentless efforts from the sales team of the Group to deeply cultivate target provinces
nationwide, control costs and enhance regional and product competitiveness, the TCM formula granules business of
the Group is positioned to regain growth momentum.

In the field of research and development, the Group’s “Research and Application Project on Hebei’'s Characteristic
Chinese Medicinal Herb Hawthorn Leaf and Its Formula Granules” was awarded the Third Prize of the Hebei Provincial
Science and Technology Progress Award. This project, which has undergone more than a decade of in-depth research,
has achieved remarkable results in areas such as the establishment of a quality evaluation system for hawthorn leaves,
fundamental research on the substances in formula granules, the formulation of quality standards, and industrial
upgrading. It has resolved the challenges of unclear fundamental substance information in hawthomn leaf formula granules
and the lack of quality control standards, and also completed the research and formulation of Hebei provincial local
standards, filling a gap in this field.
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Simultaneously, the Group has submitted the production permit application for its exclusive innovative medication “JC
Capsule”. The R&D team of the Group is also currently processing the production permit application for “Sailuotong
Capsule”. Furthermore, three classic prescriptions independently developed by the Group — “Shaoyao Gancao Decoction
Granules”, “Pipa Qingfei Yin Granules” and “Shengxian Decoction Granules” — were approved for market launch by the
National Medical Products Administration during the year. Together with the previously approved “Yiguan Jian Granule”,
this achievement represents the “four consecutive wins” of the Group in the field of classic prescription R&D in Hebei
Province, with the Group continuously leading the transformation of classic prescriptions.

Currently, the Group has initiated research and development projects for over 100 classic prescriptions and innovative
TCM medications. To ensure the effective transformation of “good prescriptions” into “effective medicines”, the classic
prescription R&D process of the Group starts at the source of herbs. We conduct nationwide resource assessments,
select premium and authentic herbs, and employ advanced extraction, concentration, drying, granulation and other
preparation processes and technologies. We have established a comprehensive quality control system covering the
entire process from raw materials to decoction pieces to finished preparations, ensuring stable, controllable and traceable
product quality, thereby accelerating the transformation of ancient classic prescriptions into new medications. In the
future, the Group will intensify R&D efforts in classic prescriptions and innovative TCM medications, accelerate the
transition of innovative achievements from the “laboratory” to the “production line”, focus on clinical value, accelerate
innovation and upgrades, and continue to promote the inheritance, innovation and development of TCM, thereby
persistently contributing to the high-quality development of TCM.

As a critical task for the beginning of the “15th Five-Year Plan” strategy, the Group will make comprehensive and
systematic deployments in 2026 centered around six core objectives of “driving change through innovation, strengthening
foundation with refined management, empowering the enterprise with digital intelligence, enhancing quality and efficiency,
serving the frontline and achieving breakthroughs through pragmatic action”. All employees of the Group will drive
transformation through innovation, solidify the development foundation through meticulous management, enhance core
competitiveness through digital intelligence upgrades, promote high-quality development through quality and efficiency
improvements, earnestly serve the frontline, solve development challenges through pragmatic actions, and strive to
create a new chapter in the enterprise’s development.

On behalf of the board of directors (the “Board”) of the Company, | would like to once again extend my deepest
gratitude to all management teams and employees for their hard work and dedication to the Group as well as their
efforts in protecting the health of the broader population under extremely challenging circumstances in the past year.
They worked tirelessly, actively shouldered the responsibility of ensuring supply to society, and accomplished tasks
with determined action. During the “15th Five-Year Plan” period, the Group will unite the strength of all its members to
embark on a new chapter of development. Let us continue to work together in the coming year to contribute to the
health of society and its people.

Li Zhenjiang
Chairman of the Board
Hong Kong, 27 March 2026
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MANAGEMENT
DISCUSSION AND ANALYSIS

RESULTS OVERVIEW

In 2025, under the impact of five major factors: stricter cost controls under medical insurance policies, lowering of
centralized procurement prices, shrinking demand, consumption downgrading, and rising production costs, the TCM
industry entered a period of deep adjustment and value reshaping, with an overall decline in industry sales. The majority
of the Group’s products recorded significant declines in revenue during the year, with overall sales revenue decreasing
by 17.0% year-on-year to RMB3,135,419,000. Meanwhile, both gross profit margin and operating profit margin also
declined.

During the year, the Group’s gross profit margin declined from 75.0% last year to 72.3%, which was primarily due to
increased procurement costs of raw materials for the products, coupled with the impact of centralized procurement
on drug prices.

In 2025, the overall sales revenue and gross profit margin of the national pharmaceutical market declined. Affected by the
broader pharmaceutical industry environment, Shineway recorded decreases in both sales and profit, and the Group’s
operating profit for 2025 also decreased as compared to 2024. However, as the Group implemented measures to
control expenses, improve quality, and lower costs while enhancing efficiency and strictly managed operating expenses,
selling and distribution costs and administrative expenses respectively declined significantly year-on-year. Coupled with
an increase in other non-operating income, net profit rose by 13.1% year-on-year to RMB949,948,000. Earnings per
share amounted to RMB126 cents.

After considering the dividend policy, the Board has decided to declare the first interim dividend for 2026 amounting
to RMBA43 cents per share (in lieu of a final dividend). Together with the 2025 second interim dividend amounting to
RMB11 cents per share paid in September 2025, the total dividend relating to the profit for the financial year 2025 was
RMB54 cents per share, representing a dividend payout ratio of 42.9%.

Sales overview (by dosage form)
The overall sales of the Group decreased significantly in 2025. The table below illustrates the sales of each dosage

form in 2025 as compared to last year:

Year-on-year rates of

change in 2025 RMB’000

First Second Full Full year Percentage

half half year sales of sales

Injections -27.4% -7.8% -19.8% 1,016,469 32.4%

Soft capsules -24.7% 5.8% -12.0% 435,863 13.9%

Granules -21.0% -17.8% -19.4% 542,739 17.3%

TCM formula granules -12.1% -16.7% -14.4% 933,657 29.8%
Others (including pills and

tablets etc.) -8.1% -26.2% -17.6% 206,691 6.6%

Oral products -16.9% -14.2% -15.6% 2,118,950 67.6%

Total -20.8% -12.3% -17.0% 3,135,419 100.0%
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The Group continued to focus on oral products as its key development strategy. In 2025, oral products accounted for
67.6% of total sales, while injection products accounted for 32.4% of total sales.

Total sales of injection products decreased by 19.8% as compared to last year, which was mainly due to the decrease
in sales of Qing Kai Ling Injection and Shen Mai Injection by 37.3% and 26.3% respectively as compared to last year.
Meanwhile, sales of other injection products such as Shu Xue Ning Injection, Guan Xin Ning Injection and Dan Shen
Injection also decreased by 6.3%, 8.4% and 10.4%, respectively.

Total sales of soft capsule products decreased by 12.0% as compared to last year, which was mainly due to the decrease
in sales of Wu Fu Xin Nao Qing Soft Capsule, Huo Xiang Zheng Qi Soft Capsule and Qing Kai Ling Soft Capsule by
17.7%, 2.6% and 28.5% respectively as compared to last year. The sales of Qi Huang Tong Mi Soft Capsule and Dan
Deng Tong Nao Soft Capsule, the Group’s exclusive products, recorded a decrease of 11.2% and 4.6%, respectively,
while the sales of Jiang Zhi Tong Luo Soft Capsule increased by 5.4%.

Total sales of granule products decreased by 19.4% as compared to last year, which was mainly due to the decrease
in sales of the Group’s respiratory system medication, Paracetamol Granule and Pediatric Qing Fei Hua Tan Granule,
by 29.9% and 41.4% respectively as compared to last year. On the other hand, the sales of the Group’s exclusive
products, Huamoyan Granule and Shu Jin Tong Luo Granule decreased by 9.0% and 3.1% respectively.

Sales of TCM formula granules decreased by 14.4% as compared to last year, which was mainly due to the impact of
multiple policies which have narrowed the growth potential of the overall market size. In the existing market, as there
was an increase in overdue accounts receivable and aging, the Group adopted risk management measures to suspend
shipment of goods to hospitals and grass-root healthcare institutions that did not meet the Group’s risk management
requirements. In addition, certain new manufacturers attempted to capture the grass-root healthcare institutions market
through price wars, resulting in a significant decline in the Group’s sales of TCM formula granules to grass-root healthcare
institutions located in other provinces during the year.

ESSENTIAL DRUGS

Essential drugs refer to those pharmaceutical products that satisfy the basic medication needs for disease prevention and
treatment, align with the prevailing national conditions and affordability at the current stage, are available in appropriate
dosage forms at reasonable prices, ensure security of supply, and are accessible on an equitable basis.

The PRC has placed all essential drugs on the drug reimbursement list and their reimbursement ratios are higher than
that of non-essential drugs. According to national policies, essential drugs shall be prioritized for treatments in medical
institutions at all levels and the proportion of usage of essential drugs shall be increased.

The Group regularly manufactured a total of 18 medications which are listed on the National Essential Drugs List, including
Qing Kai Ling Injection, Shen Mai Injection, Qing Kai Ling Soft Capsule, Huamoyan Granule, Huo Xiang Zheng Qi Soft
Capsule, Compound Licorice Tablet and so on. The overall sales of the Group’s routinely manufactured medications
included in the National Essential Drugs List decreased by 24.5% to RMB1,017,406,000 in 2025, accounting for 32.4%
of the Group’s total sales.
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In February 2026, 11 departments including the National Health Commission jointly issued the revised Administrative
Measures for the National Essential Drugs List. The new measures further refine the full-process mechanism covering
catalogue adjustment, supply, utilisation and monitoring, while strengthening coordination with policies relating to
hierarchical diagnosis and treatment, centralised procurement and payment. The measures also emphasise that the
selection and adjustment of essential drugs should maintain a balanced approach between traditional Chinese medicine
and Western medicine, promote their complementary use, and prioritise drugs with clear clinical value, thereby providing
an institutional framework for the long-term operation of the essential drugs system.

The essential drugs system serves as the cornerstone of China’s healthcare security framework. As an important
component of essential drugs, TCMs play an indispensable role in the management of chronic diseases and the treatment
of common and frequently occurring illnesses. With sustained policy support, the proportion of essential drugs equipped
by grass-root healthcare institutions remains at a relatively high level, while assessment requirements on the proportion
of essential drugs used in secondary and tertiary hospitals continue to tighten. The rigid demand attributes of essential
drugs remain unchanged, and sales are expected to recover steadily in the coming year.

PRESCRIPTION AND OVER-THE-COUNTER MEDICATIONS

By the end of 2025, the overall sales of the Group’s prescription medications and over-the-counter medications (“OTC
medications”) accounted for approximately 89.1% and 10.9% of the Group’s total sales respectively. During the year, the
overall sales of prescription medications decreased by 16.8% as compared to last year while that of OTC medications
recorded a decrease of 19.0%. The table below summarizes the changes in sales of the Group by medicine category
and efficacy:

2025
2024 2025 Percentage of  Changes in
RMB’000 Sales Sales sales sales
TCM formula granules 1,090,116 933,657 29.8% -14.4%
Respiratory system prescription medications 745,758 475,852 15.2% -36.2%
Cardio-cerebrovascular injection prescription
medications 627,280 537,002 17.1% -14.4%
Exclusive oral prescription medications 543,922 501,512 16.0% -7.8%
Other prescription medications 350,254 346,646 11.0% -1.0%
Prescription medications 3,357,330 2,794,669 89.1% -16.8%
OTC medications 420,713 340,750 10.9% -19.0%
Total 3,778,043 3,135,419 100.0% -17.0%
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TCM FORMULA GRANULES

Against the backdrop of the transition of national standards, the implementation of DRG / DIP payment reforms at
hospitals, and the clinical rational drug use management, the consumption of formula granules has been restricted, the
space for overall incremental market expansion has narrowed, and the industry has gradually shifted from a phase of
“volume-driven growth” to “quality improvement and efficiency enhancement”.

In 2025, multiple inter-provincial alliances and provincial-level centralised procurement programmes for TCM formula
granules continued to be implemented, covering major national standard varieties. The average procurement prices for
medical institutions recorded notable declines, directly compressing profit margins for enterprises. Against the backdrop
of cost control at hospitals and intensified market competition, growth in sales volume was unable to fully offset the
impact of price reductions. As a result, growth in the TCM formula granules market has slowed markedly.

The Group’s sales of TCM formula granules decreased by 14.4% to RMB933,657,000 in 2025, accounting for 29.8%
of the Group’s total sales.

Currently, a substantial portion of the Group’s TCM formula granule sales continues to be generated from hospitals
located in Hebei Province and Yunnan Province, accounting for 89.2% of total TCM formula granule sales, while hospitals
in other provinces accounted for 1.4%. During the year, the Group’s sales to grass-root healthcare institutions in Hebei
Province, Yunnan Province and other provinces nationwide accounted for 9.4% of total TCM formula granule sales.

During the year, in addition to the change in market landscape, the decline in the Group’s TCM formula granule sales was
mainly attributable to overdue trade receivables and the aging of outstanding balances. As part of its risk management
measures, the Group temporarily suspended shipments to hospitals and grass-root healthcare institutions with long
overdue receivables that were approaching or exceeding their credit limits. In addition, following the liberalisation of
the TCM formula granules market, the number of manufacturers has increased. Some new market entrants attempted
to capture market share in grass-root healthcare institutions through price wars, which also led to a decrease in the
Group’s sales of TCM formula granules to grass-root healthcare institutions in other provinces during the year.

As regulatory authorities continue to refine requirements for the production, testing and traceability of TCM formula
granules, manufacturers are required to increase investment in areas such as raw material cultivation, processing
techniques, quality testing and capacity upgrades. The expansion of national standard varieties and the upgrading of
production standards have further raised entry barriers and operating costs for the industry. Smaller manufacturers are
therefore facing increasing survival pressure, and a round of industry reshuffling is expected in the near future.

In terms of sales, the Group ranks among the top five listed companies in the national TCM formula granules sector,
demonstrating distinct competitive advantages. By leveraging its strengths in channels, production capacity, and
branding, the Group continues to gain momentum. As the industry landscape gradually stabilizes, the Group will
accelerate channel expansion, optimize product mix, control costs and expenses, and strengthen regional and product
varieties competitiveness, which will surely lead to a steady recovery and growth in sales volume.
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In 2026, adhering to the major strategy of “consolidating market in Hebei and tapping into national market”, the Group’s
TCM formula granules sales team will focus on cost reduction and efficiency enhancement, compliant operations
and market expansion, and continuously optimize supply chain management, strengthen technical support, and take
measures such as cost reduction and efficiency enhancement. Harnessing favorable policies arising from the cancellation
of cross-provincial sales filing requirements for national standard varieties, the Group will spare no effort to expand
markets outside Hebei Province. The Group will compete with service in the existing market and with speed in the
incremental market, and solve industry development challenges with a down-to-earth spirit. Committed to overcoming
market difficulties and seizing development opportunities, the Group strives to write a new chapter for the high-quality
development of its formula granules business.

During the year, the Group achieved a remarkable rate of tender of 100% across all product varieties in the centralized
procurement project of formula granules in Hebei Province, laying a solid foundation for the Group’s formula granules
business in Hebei Province in 2026. Concurrently, by actively implementing the strategic deployment of digital
transformation and putting into practice the development philosophy of “pursuing innovation and changes, empowering
the enterprise with digital intelligence”, the Group integrated Al technology with business operations, and successfully
applied it in the centralized procurement agreements for formula granules in Hebei Province, enabling the Group to
complete the signing of tripartite agreements with hundreds of hospitals and take concrete steps to advance digital
transformation.

The annual output value of the production capacity of TCM formula granules of the Group at the two major production
bases in Shijiazhuang (Hebei Province) and Chuxiong (Yunnan Province) has currently reached RMB5 billion. In the
future, the Group will continue to plan for capacity expansion according to the market development situation.

Respiratory system prescription medications

The Group’s respiratory system prescription medications recorded total sales of RMB475,852,000, representing a
significant decrease of 36.2% as compared to last year and accounting for 15.2% of the Group’s overall revenue.
Among which, the sales of Qing Kai Ling Injection and Paracetamol Granule during the year recorded a sharp decrease
of 37.3% and 29.9% to RMB316,057,000 and RMB120,216,000, respectively.

The significant surge in demand for Qing Kai Ling Injection and the Group’s other respiratory system prescription
medications, which were widely used as common medications for epidemic prevention, formed a high sales base. In
2025, the prevalence of respiratory diseases remained stable, leading to the disappearance of emergency stockpiling
demand and a return to routine market consumption. Terminal channels such as medical institutions and retail pharmacies
actively adjusted their inventories and substantially reduced their procurement volume, resulting in a sharp slowdown
in the sales of respiratory system medications during the year.

Currently, the respiratory system prescription medication segment operates within a policy environment where
development and elimination coexist. The national direction of promoting the revitalization and development of TCM
remains unchanged. Policies aimed at enhancing the capacity of TCM services in gross-root medical institutions,
promoting the integrated development of Chinese and Western medicine, and optimizing TCM diagnosis and treatment
protocols will continue to provide stable clinical application space for respiratory Chinese medicine, especially in areas
such as chronic respiratory diseases, children’s respiratory diseases, and health conditioning for the elderly and infirm. The
Group’s respiratory system prescription medications have distinct advantages. As residents’ health awareness increases,
medication choices are becoming more rational, with brand, efficacy and safety becoming priority considerations for
consumers. Consequently, market demand is further concentrating on high-quality products. As a leading enterprise
with strong R&D capabilities, brand advantages, and comprehensive channel coverage, the Group is well-positioned
to achieve sustained growth in the respiratory system prescription medication segment.
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The Group has completed the Phase Il clinical trial for its self-developed “JC Capsule” for treating upper respiratory
infections during the year. The application form for the production license was submitted in early 2026 and has been
accepted. Its production license is expected to be obtained in 2026, which will add a strong new force to the respiratory
system prescription medications of the Group.

Cardio-cerebrovascular injection prescription medications

After inclusion of most of the Group’s Chinese medicine injections for cardio-cerebrovascular diseases in the national
centralized procurement program, followed by the gradual implementation of the “dual-control” policy of regulating
both drug prices and total procurement volume across various regions, sales of the Group’s cardio-cerebrovascular
injection prescription medications recorded a significant year-on-year decline during the year, decreasing by 14.4% to
RMB537,002,000 and accounting for 17.1% of the Group’s total revenue. Among them, sales of Shen Mai Injection
and Shu Xue Ning Injection, which had relatively high sales, decreased by 26.3% and 6.3% to RMB153,191,000 and
RMB158,009,000, respectively. While sales of Guan Xin Ning Injection, Dan Shen Injection, and Xiang Dan Injection
decreased by 8.4%, 10.4%, and 16.4% to RMB126,884,000, RMB56,610,000, and RMB20,326,000, respectively,
during the period.

Cardio-cerebrovascular diseases are among the chronic conditions with the highest incidence and mortality rates among
residents in China. Cardio-cerebrovascular injection prescription medications have long played an important role in in-
hospital treatment due to their rapid onset of action and suitability for emergency and severe cases as adjunctive therapy.

In 2025, the post-marketing re-evaluation of Chinese medicine injections was formally rolled out nationwide. The
National Medical Products Administration, in collaboration with relevant authorities, initiated a systematic re-evaluation
of approved Chinese medicine injections. The re-evaluation focuses on three core aspects —safety, efficacy, and quality
controllability —and aims to address critical information gaps, including adverse reactions, contraindications, precautions,
clinical positioning, applicable patient populations, treatment duration, and compatibility restrictions. At present, the re-
evaluation work had entered a substantive stage of implementation. Against the broader backdrop of the revitalization
and development of TCM, high-quality Chinese medicine injections that successfully passed the re-evaluation will receive
support and encouragement, becoming a core component of the distinctive system for the prevention and treatment
of cardio-cerebrovascular diseases in China. As a result, Chinese medicine injections will move toward a more rational,
healthier, and more sustainable development model. The Group’s Chinese medicine injections are high-technology
products with demonstrated clinical value, proven safety and reliability, with the ability to withstand the scrutiny of re-
evaluation. Looking ahead, they are well positioned to stand out in the new era of the Chinese medicine injections market.
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Exclusive oral prescription medications

In 2025, sales of the Group’s exclusive oral prescription medications decreased by 7.8% year-on-year to RMB501,512,000.
Among these products, Jiang Zhi Tong Luo Soft Capsule recorded a slight increase of 5.4%, while Huamoyan Granule,
Qi Huang Tong Mi Soft Capsule, Dan Deng Tong Nao Soft Capsule and Shu Jin Tong Luo Granule recorded negative
growth of 9.0%, 11.2%, 4.6% and 3.1%, respectively, as compared to last year. Sales of the above five exclusive
products amounted to RMB54,516,000, RMB259,877,000, RMB74,911,000, RMB45,394,000 and RMB37,798,000,
respectively. In addition, sales of the gynecological medication, Xiao Jie An Capsule, decreased by 15.2% year-on-year
to RMB8,421,000. Sales of the Group’s exclusive oral prescription medications accounted for 16.0% of the Group’s
total revenue.

The Group’s exclusive oral products have been highly recognized by doctors and patients due to their significant
clinical efficacy. During the year, the Group’s exclusive product Qi Huang Tong Mi Soft Capsule was recommended in
the Expert Consensus on Integrated Traditional Chinese and Western Medicine Diagnosis and Treatment of Functional
Constipation (2025) ( (ThaEMEMA RS 2B HE R EL#(20254F)) ), compiled by the Professional Committee of
Digestive System Diseases of the Chinese Association of Integrative Medicine. Dan Deng Tong Nao Soft Capsule was
included in the Guidelines on the Rational Use of Drugs for Cerebrovascular Diseases (  ié & {4 2 A L4885 F 1) ),
jointly compiled by experts from various medical institutions. For details, please refer to the Group’s 2025 interim report.

In addition, at the annual academic event of the orthopedic community in China — the “24™ Orthopedic Academic
Conference of the Chinese Medical Association 2025” — tens of thousands of orthopedic experts from China and
abroad gathered to discuss the latest research findings and future trends in the field of orthopedics. Centered on the
latest treatment concepts for osteoarthritis, participants engaged in in-depth discussions on the positioning and value
of the Group’s exclusive oral product, Huamoyan Granule, in this area, and reviewed the evolution of osteoarthritis
treatment concepts from “joint replacement” to “knee-preserving therapy combined with rehabilitation treatment”. It
was pointed out that most patients with osteoarthritis are commonly accompanied by synovial inflammation. During
the early and intermediate stages of stepwise treatment, while addressing the underlying causes of the disease, a key
focus is to control inflammation, relieve symptoms, delay disease progression, and improve joint function. Subsequently,
orthopedic experts introduced a clinical study on the use of Huamoyan Granule for the treatment of osteoarthritis, led
by the Third Hospital of Hebei Medical University and conducted with the participation of 22 sub-centers. The experts
also shared clinical experience regarding the application of Huamoyan Granule. For osteoarthritis patients accompanied
by joint effusion and significant pain, Huamoyan Granule can effectively relieve core symptoms and improve joint
function. Over the long term, it may reduce cartilage damage, thereby lowering patients’ reliance on non-steroidal anti-
inflammatory drugs (NSAIDs). This helps avoid the gastrointestinal and cardiovascular risks associated with prolonged
use of Western medicines and improves overall treatment safety as well as patients’ quality of life. The participating
experts unanimously agreed that Huamoyan Granule not only treat synovitis, but their therapeutic effects have also
extended to the broader disease area of osteoarthritis. Their application in the treatment and long-term management of
osteoarthritis reflects the advantages of TCM. Looking ahead, the Group will continue to rely on core products such as
Huamoyan Granule to carry out high-level evidence-based medical research, and actively promote the wider adoption
and application of integrated Chinese and Western medicine treatment approaches in both the academic and clinical
orthopedic communities. Through these efforts, the Group aims to contribute further to improving the overall prevention
and treatment of osteoarthritis in China and to support the development of the “Healthy China” initiative.
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OTC MEDICATIONS

The Group has a number of well-received OTC medications, which are made available for people to purchase at more
than 300,000 retail pharmacies nationwide and multiple major online pharmacy platforms.

In 2025, the overall sales of OTC medications decreased by 19.0% year-on-year, of which sales of Huo Xiang Zheng Qi
Soft Capsule and Qing Kai Ling Soft Capsule decreased by 2.6% and 28.5% to RMB105,210,000 and RMB49,905,000
respectively. Meanwhile, the Group’s series of OTC medications in granule form for treating respiratory diseases in
children also recorded a negative growth during the year, with sales of Pediatric Qing Fei Hua Tan Granule down by
41.4% as compared to last year.

The decrease in sales of OTC medications was mainly due to the fact that the public and pharmacies stocked up large
quantity of OTC medications after the pandemic had been brought under control. Coupled with the current economic
slowdown, which has affected household income and consumer sentiment, this resulted in a decrease in the sales of
the Group’s OTC medications in 2025 as measured against the high comparable base of last year.

CLINICAL TRIALS OF NEW MEDICATIONS

By continuously advancing our investment in scientific research resources, the Group initiated diligently selected projects
to develop new modern Chinese medicines with unique curative effects. Our research focuses on the development
of orally administered medications targeting treatments of chronic diseases, especially in fields where no cures can
be provided by Western medicines. In addition, the Group is well-positioned to take advantage of its know-how on
modernizing TCM and to accelerate the progress of transforming the Group’s research findings into practical applications
and developing innovative TCMs with clinical advantages and characteristics to contribute to people’s health and
wellbeing.

Currently, the Group has a number of research projects, which are progressively being put on pharmaceutical and
clinical trials. Among them, the exclusive innovative drug “Q-B-Q-F Condensed Pill” is still in the Phase Il clinical trial
stage. Two exclusive innovative medications, Sailuotong Capsule and JC Capsule, had completed their Phase Il clinical
trials. The Group’s research and development team has also completed the summary analysis of clinical data and is in
the process of submitting the manufacturing permit applications, with the target of obtaining the manufacturing permit
by the end of 2026. The manufacturing permit application for JC Capsule has currently been submitted and accepted.

The Group will provide updates on the clinical trials from time to time. Please refer to the interim reports and annual
reports announced in previous years for the detailed descriptions and market potential of the above three medications.

The Group’s research and development expenses accounted for 3.3% of the total sales revenue during the year. In the
future, the Group will continue to focus on modernizing TCMs and developing innovative TCMs with clinical advantages
and characteristics in the advantageous fields of TCM such as cardio-cerebrovascular diseases, paediatrics, orthopaedic
diseases, gynaecological diseases, and geriatric diseases.

During the year, the Group’s “Research and Application Project on Hebei’'s Characteristic Chinese Medicinal Herb

Hawthorn Leaf and Its Formula Granules” stood out in the selection for the Hebei Provincial Science and Technology
Progress Award and was honored with the Third Prize. For details, please refer to the Group’s 2025 interim report.
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ANCIENT CLASSIC PRESCRIPTIONS

The Group has been persistently committed to promoting the inheritance and innovative development of TCMs, and is
currently developing more than 100 new medications developed from ancient classic prescriptions of Chinese medicine.
Guided by the national policies, the Group is now accelerating the registration of several new medications developed
from classic TCM prescriptions under Class 3.1 of TCM regulations.

During the year, three TCM compound formulas based on ancient classic prescriptions independently developed by
the Group were approved for market launch by the National Medical Products Administration. Details are as follows:

1. “Shaoyao Gancao Decoction Granules” are indicated for nourishing yin and blood, relieving spasms, and alleviating
pain. It is used for various conditions characterized by spasmodic pain caused by yin and blood deficiency and
poor nourishment of the tendons, with symptoms such as leg cramps and abdominal pain.

2. “Pipa Qingfei Yin Granules” have the effect of clearing heat from the lung meridian and are indicated for wine
sores caused by lung heat, manifested as papules on the face and nose, redness, swelling and pain, lesions with
sebum exudation or crusting, etc. It plays an important role in the treatment of conditions such as adolescent
acne and pimples.

3. “Shengxian Decoction Granules” are indicated for clinical manifestations such as shortness of breath, fatigue,
dyspnea, and a deep, slow and weak pulse.

According to evidence-based medical research, the above-mentioned classic prescription products are clinically
applicable to various departments in hospitals.

To ensure that classic prescriptions are transformed into high-quality medicines, the Group has implemented stringent
quality control at the source of medicinal materials. Through nationwide resource assessments, we select genuine regional
herbs, while adopting advanced digital and intelligent technologies and processes for extraction, concentration, drying
and granulation. We have established a whole-process quality control system from medicinal materials to decoction
pieces, and finally to preparations, thereby ensuring stable quality, safety, and traceability of our products. This has
enabled the scientific transformation of classic prescriptions into modern, innovative Chinese medicines.

Currently, the Group has over 100 registered projects under development for classic prescriptions and innovative
Chinese medicines, which have now entered a high-yield stage, covering multiple therapeutic areas including the
respiratory system, digestive system and gynecology. In 2026, the Group will continue to advance the application for
production approvals of various classic prescriptions and innovative Chinese medicines. Concurrently, we will initiate
the registration of several new product research and development projects to accelerate the expansion and iteration of
our core product pipeline. These efforts are aimed at driving the rapid transformation of innovative achievements from
the “laboratory” to the “production line”, creating more Chinese medicines that are tailored to the genetic inheritance
and physical characteristics of the Chinese people, thereby safeguarding public health.

The Group will provide updates from time to time on the research and development of new medications from the
conversion of classic prescriptions.
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NATIONAL POLICIES SUPPORTING TCM

In 2025, the government continued to introduce multiple important policies related to the TCM industry, further supporting
the high-quality development of the sector and empowering the high-end advancement of the TCM health industry
chain. The relevant policies introduced in the first half of the year were summarized in the Group’s 2025 interim report.

In second half of 2025, the State has rolled out a series of top-level designs and special policies around key directions such
as quality improvement, industry upgrading, review and approval innovation, supply security, and digital empowerment,
continuously supporting the high-quality development of TCM and forming a whole-chain support system covering
resources, production, regulation, medical insurance, reserves, and industrial transformation, providing guidance and
assurance for the high-quality development of the TCM industry.

In September 2025, the National Medical Products Administration issued the “Special Provisions for Supervision and
Administration of Traditional Chinese Medicine Production ( { R ZEAEESE EIEEFIARE ) ), which provides unified
regulations for all production stages of TCM decoction pieces, TCM formula granules, proprietary TCM, TCM materials,
and TCM extracts. The policy emphasizes that market players shall adhere to the development laws of TCM, consolidate
their corporate primary responsibilities, strengthen whole-chain quality traceability and risk control in order to promote
the transformation of TCM production from being decentralized and extensive to being standardized and refined and
define clear compliance bottom lines for the high-quality development of the industry in the future.

In October 2025, the General Office of the National Healthcare Security Administration (5 28R E## A=) and the
Department of Comprehensive Affairs of the National Administration of Traditional Chinese Medicine (B2 /b & &2 B4R &
7)) jointly issued the “Notice on Carrying Out Pilot Work for the Diagnosis-Related Group Payment for Diseases where
Traditional Chinese Medicine has Advantages ( B8R FE # 2 B2 RE MBI B 5B TIERBAT) )7, which requires
that according to the relevant procedures, Beijing, Hebei, and seven other provinces, as well as nine cities including
Tongliao, Inner Mongolia and Shenyang, Liaoning, were selected as pilot areas. The notice requires regions piloting
diagnosis-related group payment for diseases where TCM has advantages to further improve the pilot implementation
plans, refine work measures, clarify timelines and task assignments, regularly summarize work progress and results,
actively and steadily promote pilot work, accumulate experience in healthcare payment reform for TCM, and gradually
promote these practices nationwide.

In February 2026, the Ministry of Industry and Information Technology and seven other departments issued the notice
of “Implementation Plan for High-quality Development of the Traditional Chinese Medicine Industry (2026 — 2030)

(T ¥ 5 RE R ETHH 22026 — 20304F)) )", which is the first five-year plan with quantified implementation in
the TCM industry. The plan focuses on six major actions: improving raw material quality and ensuring supply stability,
collaborative innovation breakthroughs, enhancing manufacturing capacity, revitalizing ethnic medicines, promoting
famous TCM products, and cultivating outstanding enterprises, specifying the construction of high-standard TCM material
bases, TCM tradition preservation and innovation centers, unifying national standards for decoction piece preparation
and formula granules, promoting smart factories and green production, and cultivating major proprietary TCM varieties
and leading enterprises. The goal is to initially establish a modern TCM industry system by 2030, promoting the TCM
industry towards high-end, intelligent, and large-scale development.

In the same month, 11 departments including the National Health Commission jointly issued the new version of the

“Management Measures for National Essential Drugs List (  BEIZRE %Y B 5 EIBIHE) ). For details, please refer
to the relevant content on essential drugs of this annual report.
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FINANCIAL ANALYSIS

Turnover

In 2025, the Group recorded a decrease in turnover of 17.0% from last year. Sales of injection products reached
approximately RMB1,016,469,000, down approximately 19.8% as compared with 2024. Sales of injection products
accounted for approximately 32.4% of the Group’s turnover. Sales of soft capsule products were approximately
RMB435,863,000, down approximately 12.0% from last year. Soft capsule products accounted for approximately 13.9%
of the Group’s turnover. Sales of granule products amounted to approximately RMB542,739,000, down approximately
19.4% from last year. Granule products accounted for 17.3% of the Group’s turnover. Sales of TCM formula granules
were approximately RMB933,657,000, representing a decrease of 14.4% from last year and accounting for 29.8%
of the Group’s turnover. Sales of the Group’s products in other dosage forms were approximately RMB206,691,000,
which accounted for approximately 6.6% of the Group’s turnover.

The aggregate sales attributable to the largest customer and ten largest customers accounted for 5.2% and 24.5%
respectively of the Group’s turnover.

Cost of Sales

Cost of sales of the Group in 2025 was approximately RMB869,212,000, representing approximately 27.7% of total
turnover. Direct materials, direct labor and other production costs accounted for approximately 64.7% (2024: 65.7%),
15.7% (2024: 16.2%) and 19.6% (2024: 18.1%) of total cost of sales respectively.

Gross Margin

In 2025, average gross margins of injection products, soft capsule products, granule products and TCM formula granule
products were approximately 70.3% (2024: 75.4%), 78.2% (2024: 78.6%), 78.4% (2024: 77.5%) and 70.0% (2024:
72.9%) respectively. Overall gross margin of the Group was 72.3% (2024: 75.0%).

Other Income

Other income mainly included enterprise development funds of RMB167,917,000 (2024: RMB174,094,000). The
enterprise development funds mainly represented enterprise development funds for research and development and
investments in relevant regions in the PRC received by the Group.

Investment Income

Investment income mainly included interest income from bank deposits and structured deposits totaling RMB216,360,000
(2024: RMB176,718,000) and income from investments in financial products of RMB176,953,000 (2024: RMB12,636,000)
respectively.
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Other Gains and Losses

In 2025, other gains and losses mainly comprised net exchange gains arising from the change in exchange rate between
Renminbi and Hong Kong dollars/Australian dollars of approximately RMB31,164,000 (2024: net exchange losses of
RMB55,440,000).

Impairment Losses on Financial Assets

In 2025, respective impairment of RMB35,994,000 (2024: RMB7,506,000) and reversal of impairment of RMB259,000
(2024: RMB894,000) for trade receivables and trade receivables backed by bank bills were accounted for after the
expected credit risk of financial assets assessment by the Group’s management.

Selling and Distribution Costs

Selling and distribution costs comprised advertising expenses, distribution and promotion expenses, wages of
salespersons and other market promotion and development expenses. The overall distribution costs decreased by
approximately 27.0% in 2025, the selling and distribution costs to turnover ratio decreased by approximately 5.1
percentage points, as compared with that of last year and accounted for approximately 37.2% of the Group’s turnover
in 2025 (2024: 42.3%). The decrease was mainly due to the fact that the Group strengthened its cost control policy,
resulting in (i) a decrease in market development expenses, sale management expenses and market promotion expenses;
and (i) reduced headcount and payroll of sales persons as compared with that of last year.

Administrative Expenses and Research and Development Costs

In 2025, administrative expenses decreased by 4.0% as compared to last year, representing approximately 8.9%
(2024: 7.7%) of the Group’s turnover. The decrease in administrative expenses was mainly attributable to the fact that
the Group strengthened its cost control policy. Administrative expenses mainly comprised (i) salaries of management
staff and (i) depreciation expenses of non-productive fixed assets and amortization expenses of intangible assets,
which accounted for 3.0% and 1.4% of the Group’s total turnover in 2025 respectively. Research and development
expenses increased by approximately 2.6% from last year, which accounted for approximately 3.3% (2024: 2.7%) of
the Group’s turnover in 2025.

Income Tax Rates

Under the Law of the People’s Republic of China on Enterprise Income Tax (the “EIT Law”) and the Regulation on the
Implementation of the EIT Law, the enterprise income tax rate of the PRC subsidiaries is 25%.

Certain subsidiaries which are operating in Western China have been granted tax concession by the local tax bureau
and enjoyed a PRC EIT concessionary rate of 15.0% (2024: 15.0%). Certain subsidiaries which were recognised as
High and New-tech Enterprises have been granted tax concessions by the local tax bureau and enjoyed a PRC EIT
concessionary rate of 15.0% for 2024 and 2025. In addition, a subsidiary which is operating in agricultural products
business has been granted tax exemption by the local tax bureau.

In 2025, the effective tax rate of the Group was 25.2% (2024: 26.7%).
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Profit for the Year
The Group’s profit attributable to shareholders of the Company for 2025 was RMB949,948,000, up approximately
13.1% from 2024. The increase in profit was mainly attributable to the Group’s effort in strengthening its cost control

and the increased non-operating income.

Liquidity and Financial Resources
As at 31 December 2025, the current ratio was 3.7 (2024: 3.5) and the debt-to-equity ratio was 4.0% (2024: 4.4%).

The directors of the Company (the “Directors”) believe that the financial position of the Group is healthy, with sufficient

financial resources to meet the requirement of its future development.

Dividends
Details of dividends are set out in the directors’ report on page 28 of this annual report.

Capital Structure
For the year ended 31 December 2025, there was no change in the capital structure of the Group and issued share
capital of the Company.

Trade Receivables backed by Bank Bills and Trade Receivables

As at 31 December 2025, trade receivables backed by bank bills and trade receivables decreased by 33.9% and 11.3%
respectively as compared to the balance as at 31 December 2024. Turnover days of trade receivables backed by bank
bills and trade receivables were 28.4 days and 99.8 days (2024: 38.4 days and 80.5 days) respectively.

Inventories

As at 31 December 2025, inventories amounted to approximately RMB691,298,000, which decreased by approximately
15.0% as compared to the balance as at 31 December 2024. As at 31 December 2025, raw materials, work in progress
and finished goods accounted for 15.1%, 44.4% and 40.5% (2024: 14.6%, 47.9% and 37.5%) of inventories respectively.
Turnover of finished goods inventories in 2025 was 122.8 days as compared to 113.7 days in 2024.
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Property, Plant and Equipment

As at 31 December 2025, property, plant and equipment amounted to approximately RMB1,248,527,000, which
increased by approximately 2.4% as compared to last year. During 2025, the Group commenced various warehouse
and logistics center projects and workshop modification projects in Shijiazhuang, which amounted to approximately
RMB148,304,000 in total. The Group also had new additions to leased/owned properties, owned plant and machineries,
office equipment and motor vehicles of approximately RMB33,921,000 in total during the year. Besides, following
the adoption of IFRS 16, property, plant and equipment had included the leasehold land, leased properties, leased
motor vehicles and leased machineries, which had respective net book values of RMB157,530,000, RMB2,849,000,
RMB1,214,000 and RMB2,808,000 as at 31 December 2025.

The depreciation expense of property, plant and equipment expenses for the year amounted to RMB143,268,000
(2024: RMB144,722,000).

Intangible Assets

Intangible assets represented patents and production licenses with finite useful lives. During the year, the amortisation
expense of intangible assets was approximately RMB7,601,000.

Goodwill

Goodwill is comprised of the Group’s acquisition of the remaining 20% equity interests of Shineway Pharmaceutical
Sales Company Limited in 2005, the acquisition of 100% equity interests of Shineway Pharmaceutical (Zhangjiakou)
Co., Ltd and Shineway Pharmaceutical (Sichuan) Company Limited in 2010, the acquisition of 100% equity interest of
Shineway Pharmaceutical Group (Shandong) Company Limited in 2014, the acquisition of 100% equity interest of Yunnan
Shineway Spirin Pharmaceutical Company Limited in 2015 and the acquisition of 100% equity interest of Shineway
Pharmaceutical (Kunming) Company Limited (formerly known as Yunnan Liangfang Pharmaceutical Co., Ltd.) in 2021.

Trade Payables
As at 31 December 2025, turnover days of trade payables was 148.5 days (2024: 164.3 days).

Bank Borrowings

As at 31 December 2025, the Group had bank borrowings of RMB325,051,000 (2024: RMB330,000,000) with interest
rate of 1.00% to 2.39% per annum and are repayable within one year. The proceed was used to finance the Group’s
daily operations.

Employees

As at 31 December 2025, the Group had 2,822 (2024: 3,220) employees. Remuneration was determined and reviewed
based on fair principles with reference to market conditions and individual performance. The Group also provided other
benefits to its employees, including medical insurance and retirement benefits. The Group’s employees in Hong Kong
were also enrolled in the Mandatory Provident Fund Scheme.
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Exposure to Fluctuations in Exchange Rates

A majority of the business transactions and liabilities of the Group are denominated in Renminbi. The Group adopts
a conservative financial policy and a majority of its bank deposits are in Renminbi, Hong Kong dollars and Australian
dollars. The Group’s exchange gains for the year arose from the change in exchange rate between Renminbi, Hong
Kong dollars and Australian dollars. As at 31 December 2025, the Group did not have any foreign exchange contracts,
interest or currency swaps or other financial derivatives for hedging purpose.

Contingent Liabilities
The Group did not have any contingent liabilities as at 31 December 2025 (2024: Nil).

Significant Investments Held, Material Acquisitions and Disposals, and Future Plans for
Material Investments or Capital Assets

Save as disclosed in this Management Discussion and Analysis and in the condensed consolidated financial statements,
(i) there were no significant investments held, nor were there any material acquisitions or disposals during the year;
and (i) no plans have been authorised by the Board for any material investments or additions of capital assets as at
31 December 2025.

Charge on the Group’s Assets
As at 31 December 2025, the Group did not have any charges on its assets (31 December 2024: Nil).

Events after the Reporting Date of 31 December 2025
The Board is not aware of any other important event requiring disclosure that has taken place subsequent to 31
December 2025 and up to the date of this annual report.
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DIRECTORS

Executive Directors (“ED”)

LI Zhenjiang (Z#%>T), aged 70, is an executive Director and one of the founders of the Group. Mr. Li obtained an
EMBA degree from the Yangtze Commercial Institute. Mr. Li joined the predecessor of the Group in 1974 and has been
the Chairman and President of the Group and its predecessor since 1984 with responsibility for business development
and strategy. He has more than 30 years’ experience in the operation and management of modern Chinese medicine
enterprises. Mr. Li takes charge of the overall management of the Group and is also specifically responsible for the
Group’s research and development activities. Mr. Li is a Representative to the 10th, 11th and 12th National People’s
Congress. He was named as an Outstanding Entrepreneur in the PRC Pharmaceutical Industry in 1994 and has
received a National Wu Yi Labour Award and special subsidies of the State Council. Mr. Li is the vice-chairman of the
PRC Chinese Medicine Association. Mr. Li is also a director of several members of the Group.

XIN Yunxia (f5& &), formerly known as XIN Yunxia (£ &), aged 62, is an executive Director and one of the founders
of the Group. Ms. Xin graduated from the Yangtze Commercial Institute with an EMBA degree. Ms. Xin is primarily
responsible for the Group’s human resources management and operation. Ms. Xin joined the predecessor of the Group
in 1981, focused on administration. She was the Deputy General Manager (human resources management) of Shineway
Medical Science & Technology Co., Ltd. (“Shineway Medical”) immediately prior to the corporate reorganisation in
preparation of the listing of the Company in 2004. Ms. Xin has more than 30 years’ experience in business management
in the industry with the Group.

LI Huimin (ZER), aged 58, is an executive Director. He obtained an EMBA degree from the Chinese University
of Hong Kong in 2016. He is primarily responsible for the marketing and sales of the Group’s products and, since
joining the predecessor of the Group in 1992, focused on sales and marketing. Immediately prior to the corporate
reorganisation in preparation of the listing of the Company in 2004, Mr. Li was the sales and marketing manager of
Shineway Medical. He has developed a deep understanding of sales management in the PRC Chinese medicine industry
with more than 25 years’ experience. Mr. Li has been the vice-chairman of the Hong Kong Chinese Prepared Medicine
Traders Association since 2010.
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Independent Non-Executive Directors (“INED”)

LIU Shun Fai (B %#&), aged 54, was appointed as an INED on 1 November 2021. He is currently an executive director,
the company secretary and the chief financial officer of AMVIG Holdings Limited (together with its subsidiaries, the
“AMVIG Group”). He is responsible for the accounting, finance and treasury function of the AMVIG Group. He graduated
from the Chinese University of Hong Kong with a bachelor’s degree and a master’s degree in Business Administration
in 1992 and 1999 respectively and is an associate member of the Hong Kong Institute of Certified Public Accountants.
Mr. Liu has more than 30 years of auditing and accounting experience. Before joining the AMVIG Group in August
2007, Mr. Liu had been the financial controller and the qualified accountant of two other companies listed on the Main
Board of The Stock Exchange of Hong Kong Limited (the “Stock Exchange”) for 9 years and had also worked in an
international accounting firm for 8 years.

YEW Yat On (#k# %), aged 54, was appointed as an INED on 1 October 2022. He has near 30 years of experience
in investment banking and finance. He held various senior positions in several international, Hong Kong and China
investment banks and handled a number of initial public offerings and mergers and acquisitions deals. He is the founder
and managing director of Alliance Capital Partners Limited, a leading boutique corporate finance house carrying Type
1 and Type 6 regulated activities under the Securities and Futures Ordinance. Mr. Yew holds an Executive Diploma in
Organization Leadership from Said Business School, University of Oxford, and obtained a Master of Science degree in
Investment Management from The Hong Kong University of Science and Technology, and a Bachelor of Arts degree
from The University of Hong Kong. Mr. Yew is a chartered financial analyst. Mr. Yew was appointed as a non-executive
director of Ajisen (China) Holdings Limited (the shares of which are listed on the Stock Exchange (stock code: 538))
on 7 June 2023.

WANG Guihua (E#%), aged 65, was appointed as an independent non-executive Director on 1 April 2023.
Ms. Wang is a holder of undergraduate degree and is a deputy chief pharmacist. She has more than 30 years of
experience in operation and management of Chinese medicine enterprises. She served as a director of Shandong
Wohua Pharmaceutical Technology Co., Ltd.* (LB R%E B B RHF % (5 B PR 2 7)) (the shares of which are listed on the
Shenzhen Stock Exchange (“SZSE”) (stock code: 002107)) from February 2019 to February 2022; an independent
director of Chongaing Huasen Pharmaceutical Co., Ltd.* (& ZE R R BE[ (5 A R /2 7)) (the shares of which are listed on
the SZSE (stock code: 002907)) from September 2015 to September 2021; and an independent director of Guangdong
Taiantang Pharmaceutical Co., Ltd.* (BR A& = 52327 B PR A 7)) (the shares of which are listed on the SZSE (stock
code: 002433)) (“Guangdong Taiantang”) from May 2016 to January 2023, and has served as the secretary general of
the China Association of Traditional Chinese Medicine/National Technical Committee of Standardization of Traditional
Chinese Medicine* (7P B A 175 & /2 B R B4Z (L 17 % B €) since August 2005; an independent director of Hainan
Huluwa Pharmaceutical Group Co., Ltd. (SFE#AEEEEEE RN ER AR (the shares of which are listed on the
Shanghai Stock Exchange (“SHSE”) (stock code: 605199)) since November 2018; an independent director of Beijing
Tongrentang Co., Ltd.* bt REMZE A5 B BR A R]) (the shares of which are listed on the SHSE (stock code: 600085))
and an independent director of Sailing Pharmaceutical Technology Group Co., Ltd* (BE 2RI EEAH B RR A 7))
since June 2021.

Non-Executive Director (“NED”)

ZHOU Wencheng (FE3FX), aged 50 was appointed as a non-executive director on 1 October 2020. Mr. Zhou
graduated from the Faculty of Finance and Taxation of the Hebei University of Economics and Business, is a certified
tax agent of the People’s Republic of China. Mr. Zhou has more than 20 years’ experience in financial and taxation
management. He has been the chief executive officer of Kexin Enterprise Consulting Group Company Limited since 2017,
and has provided financial and taxation consultancy services for various large and medium-sized domestic enterprises.
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SENIOR MANAGEMENT

LIU Tiejun (2/#E), aged 51, joined the Group in 1999 and was appointed as vice president of Shineway
Pharmaceutical Group Limited (“Shineway Pharmaceutical”) (an indirect wholly-owned subsidiary of the Company) on
16 May 2013. Mr. Liu is qualified as a senior engineer and is a certified pharmacist. He graduated from Hebei Medical
University in 1999 with a bachelor’s degree in pharmacy. Mr. Liu is a member of the China Association of Chinese
Medicine (Chinese Medicine Branch) and a deputy director of the National and Local United Engineering Laboratory for
the Development Technology of New Chinese Medicine Injection. He has received an award of “Model Worker of Hebei
Province™ (“Jilt & &5 B E #8”) by the People’s Government of Hebei Province. Mr. Liu is responsible for overseeing the
Group’s production technology management with more than 20 years of experience.

Mr. Zhang Teli (5845 #), aged 50, a senior engineer. He graduated from Hebei Medical University with a Bachelor’s
Degree in Pharmacy in 1999 and joined the Group in the same year. Mr. Zhang has more than 20 years of experience
in the pharmaceutical industry. He has successively served as workshop technician, technical department, workshop
director, manager of quality assurance department, manager of production department, investment and M&A director,
government affairs director, group vice president, etc. He is currently the rotating president of the Group. Mr. Zhang
has won second prize of the National Science and Technology Progress Award, Li Shizhen Medical Innovation Award,
China Society of Traditional Chinese Medicine Science and Technology Progress Award and many other awards.

HUNG Randy King Kuen (FL##), aged 60, is the Director of Investor Relations of the Group. Mr. Hung has more than
20 years of experience as CFO, executive director and independent non-executive director of various listed companies
in Hong Kong. He was an executive director of the Group from 2005 to 2010, and was appointed as a non-executive
director of the Group in 2011 and continued to serve as an independent non-executive director of the Group from 2014
to March 2017. Currently, Mr. Hung is also serving as a council member and the Chairman of Training Committee of
the Hong Kong Institute of Directors, and the Vice Chairman of Hong Kong Investor Relations Association.

Mr. Hung is a fellow CPA of Hong Kong and a licensed CPA of the State of California, USA. He holds an MBA degree
from University of London and a bachelor’s degree in Accounting and a Certificate of Programming and Data Processing
from the University of Southern California. Mr. Hung also obtained a certificate in China Accounting, Finance, Taxation
and Law from the Chinese University of Hong Kong, a Specialist Certificate in Corporate Finance from the Hong Kong
Securities and Investment Institute, and a Certificate in Investor Relations from the UK Investor Relations Society. He
has extensive experience in initial public offerings, corporate finance and investor relations.

COMPANY SECRETARY

LEE Bun Ching, Terence (ZfiE), aged 53, is the Financial Controller and Company Secretary of the Group.
He joined the company in 2011 as the Financial Controller and was appointed as the Company Secretary and an
Authorised Representative with effect from 1 July 2017. Mr. Lee is a member of the Hong Kong Institute of Certified
Public Accountants and American Institute of Certified Public Accountants. He holds a bachelor’s degree in Accounting
and Financial Analysis and a master’s degree in Economics and Finance from the University of Warwick in the United
Kingdom. Mr. Lee has extensive work experience in the field of auditing, accounting, finance and taxation. Prior to
joining the Group, he served as the Group Accounting Controller of a listed company in Hong Kong for over 3 years.
Between 1996 and 2007, Mr. Lee worked in a reputable international accounting firm and was a Senior Manager when
he left in 2007.
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The Board is pleased to present to the shareholders the annual report and the audited consolidated financial statements
of the Group for the year ended 31 December 2025.

PRINCIPAL ACTIVITIES AND BUSINESS REVIEW

The Company acts as an investment holding company. The principal activities of its subsidiaries are research and
development, manufacturing and trading of modern Chinese medicines.

A fair review of business of the Group during the year under review, discussion on the key financial performance
indicators of the Group and future development of the Group’s business are provided in “Management Discussion and
Analysis” set out on pages 9 to 23 of this annual report. Particulars of important events affecting the Company that
have occurred since the end of the financial year under review, if any, can be found in the abovementioned section
and the notes to the consolidated financial statements.

Environmental Policies and Performance

The Group is committed to creating a successful business that is not achieved at the expense of the environment.
The Group is dedicated to creating an environmentally friendly and sustainable operation. The Group has enforced the
“Environmental Protection Law of the PRC”, “Law of the PRC on the Prevention and Control of Water Pollution” and
other laws and regulations.

Compliance with the Applicable Laws and Regulations
In 2025, the Group has complied with the relevant laws and regulations which have significant impacts on the operations
of the Group.

Relationships with Employees, Customers and Suppliers

The Group’s management policies, working environment, career prospects and employees’ benefits have contributed
to building good employee relations and employee retention of the Group. The Group offers competitive remuneration
packages commensurate with industry practice and provides various fringe benefits to employees including medical
benefits, social insurance, provident funds, bonuses, a share option scheme and a share award scheme. The
management regularly reviews its employee’s remuneration packages to ensure they are up to prevailing market standard.

The Group has established long term business relationships with its major suppliers and customers. The Group will
endeavor to maintain its established relationship with these existing suppliers and customers.

Principal Risks and Uncertainties
There are a number of risks and uncertainties which may affect the performance and operation of the Group. The
followings are summary of principal risks and uncertainties identified by the Group.

Product Liability

As the insurance is not mandatorily required, the Group has no effective product liability insurance policy in respect of
the manufacture and distribution of pharmaceutical products in the PRC. In the event of any product liability claim or
proceedings pertaining to the products of the Group, it may attract negative publicity to the Group and its products,
which may adversely affect our reputation, business, financial condition and operations. We have set up a dedicated
department to strictly implement the relevant technical and quality standards to ensure that the products meet the
requirement in all aspects, to avoid product liability, and to properly handle relevant issues expeditiously.
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Healthcare Reform in China

The healthcare system in the PRC is undergoing a crucial reform period, where laws, regulations and policies governing
the medical, healthcare and pharmaceutical industry are developing and constantly evolving. Moreover, regulatory bodies
in the PRC may regularly or unexpectedly amend its implementation practices. Accordingly, past enforcement actions
taken may not be reflective of future actions. Any enforcement action taken by the government against the Group may
affect the Group adversely and result in negative publicity and reputational damage. Hence, the Group will pay close
attention to the updates and timely implement the measures required by the relevant laws and regulations so as to limit
any adverse effect on its business and operation.

Tender and Price Control

The Group has to participate in a government-led tender process every year or every few years. In the event that the
Group fails to win the tender in a provincial tender process, the sale of products in such province will be affected and
the Group will lose market share in such province. The market share, revenue and profitability of the Group may be
adversely affected. We have a team of staff monitoring and handling the drug tenders of our products with the objective
of winning the tenders for our products at a desirable price level. The Group is also committed to investing in research
and development of new drugs in order to expand and diversify our product portfolio.

RESULTS

The results of the Group for the year ended 31 December 2025, prepared in accordance with the International Financial
Reporting Standards, are set out in the consolidated statement of profit or loss and other comprehensive income on
page 63 of this annual report.

DIVIDENDS

The Board did not recommend the payment of any final dividend for the year ended 31 December 2025 and resolved
to declare the first interim dividend of RMB43 cents per share amounting to RMB324,822,000 in respect of the year
ending 31 December 2026 which is calculated on the basis of 827,000,000 shares issued less 71,600,000 shares
held for share award scheme as at 31 December 2025, which will be paid on 19 May 2026 to the shareholders whose
names appear on the Company’s register of members on 7 May 2026.

The above interim dividend will be payable in cash in Hong Kong dollars and will be converted from Renminbi at the
telegraphic transfer exchange rates quoted by bank at 10:00 a.m. on 27 March 2026 (RMB1=HK$1.132). Accordingly,
the amount payable on 19 May 2026 will be HK$0.487 per share.

DIVIDEND POLICY

Any distribution of dividends shall be in accordance with the applicable laws and the relevant provisions of the articles
of association of the Company (the “Articles of Association”) effective from time to time. The Company may declare
and distribute final dividends, interim dividends or special dividends as may be determined by the Board from time
to time. The distribution of dividends by the Company is subject to: (i) the financial performance of the Company; (i)
the reasonable return on investment of the investors and the shareholders in order to provide them with incentives in
furtherance of their support in the Company’s long-term development; (iii) the future development needs of the Company;
(iv) the general market conditions; and (v) other factors deemed appropriate by the Board.
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FINANCIAL HIGHLIGHTS

A summary of the results and assets and liabilities for the last five years, as extracted from the relevant audited financial
statements, is set out on page 4 of this annual report. The summary does not form part of the audited financial statements.

PROPERTY, PLANT AND EQUIPMENT

Details of the movement in the property, plant and equipment of the Group during the year are set out in note 14 to
the consolidated financial statements.

SHARE CAPITAL AND RESERVES

Details of the movement in share capital and reserves of the Company during the year are set out in notes 27 and 35
to the consolidated financial statements respectively. As at 31 December 2025, the Company’s reserves available for
distribution to shareholders amounted to RMB3,652,413,000 (2024: RMB2,693,102,000).

DEBENTURES

The Company has not issued any debentures during the year.

DIRECTORS

The Directors during the year and up to the date of publication of this annual report were:

Executive Directors:
Mr. Li Zhenjiang (Chairman)
Ms. Xin Yunxia

Mr. Li Huimin

Independent Non-Executive Directors:

Mr. Liu Shun Fai
Mr. Yew Yat On
Ms. Wang Guihua

Non-Executive Director:
Mr. Zhou Wencheng

The biographical details of the Directors are set out on pages 24 to 25 of this annual report.
Each of Mr. Li Zhenjiang, Ms. Xin Yunxia and Mr. Li Huimin has entered into a service contract with the Company for

a term of two years commencing from 1 October 2024. Each service contract will continue thereafter until terminated
by not less than three months’ notice in writing served by either party on the other.
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INED Ms. Wang Guihua has been appointed for a term of two years. Her service contract will continue thereafter until
terminated by not less than one month’s notice in writing served by either party on the other. INEDs, Mr. Liu Shun Fai,
Mr. Yew Yat On and NED, Mr. Zhou Wencheng, do not have a service contract with the Company. According to the
Articles of Association, one-third of the Directors for the time being (or, if their number is not a multiple of three, the
number nearest to and not less than one-third) shall retire from office by rotation provided that every Director shall be
subject to retirement by rotation at least once every three years.

None of the Directors proposed for re-election at the forthcoming annual general meeting (the “AGM”) has entered into
or has proposed to enter into any service contract with the Company or any of its subsidiaries which is not determinable
by the employing company within one year without payment of compensation (other than statutory compensation).

The Company had received confirmation from each of the INEDs of their independence pursuant to Rule 3.13 of the
Rules Governing the Listing of Securities (the “Listing Rules”) on The Stock Exchange of Hong Kong Limited (the “Stock
Exchange”) and considered all INEDs to be independent.

Pursuant to Article 87(1) of the Articles of Association, Ms. Xin Yunxia, Mr. Li Huimin and Mr. Yew Yat On will retire
from the Board at the forthcoming AGM.

Details of Directors’ emoluments on a named basis are set out in note 11 to the consolidated financial statements of
this annual report.

PERMITTED INDEMNITY PROVISION

The Articles of Association provides that every Director is entitled to be indemnified out of the assets of the Company
against all losses or liabilities which he may incur or sustain in the execution of the duties of his office or otherwise in
relation thereto, provided that the indemnity shall not extend to any matter in respect of any fraud or dishonesty on
the part of any of the Directors.

The Company had arranged for appropriate liability insurance for the directors and officers of the Group for indemnifying
their liabilities arising from corporate activities.

MANAGEMENT CONTRACTS

No contracts other than employment contracts concerning the management and administration of the whole or any
substantial part of the business of the Company were entered into or existed during the year ended 31 December 2025.
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SUBSTANTIAL SHAREHOLDERS

Interest in the Company

As at 31 December 2025, interest of every person (not being a Director or chief executive of the Company) in the shares
and underlying shares in the Company as recorded in the register required to be kept by the Company under Section
336 of the Securities and Futures Ordinance (the “SFO”) were as follows:

Approximate
percentage of
Number of shareholding in

Name of shareholder Capacity shares the Company

Forway (Note 1) Beneficial owner 546,802,990 66.12%

BH Corporate Services Ltd Trustee of discretionary trust 546,802,990 66.12%
(Note 1)

Note 1: These shares are 100% held by Forway Investment Limited (“Forway”), which is 100% owned by BH Corporate Services Ltd, a Hong
Kong company. Interests of Forway and BH Corporate Services Ltd in the Shares were duplicated.

Save as disclosed above, as at 31 December 2025, the Company had not been notified by any persons who (other
than the Directors or chief executive of the Company) had interests or short positions in the shares or underlying shares
of the Company which would fall to be disclosed to the Company under Divisions 2 and 3 of Part XV of the SFO.

DIRECTORS’ AND CHIEF EXECUTIVES’ INTERESTS IN SHARES

As at 31 December 2025, the interests and short positions of the Directors and chief executives of the Company and their
respective associates in the shares, underlying shares and debentures of the Company and its associated corporations
within the meaning of Part XV of the SFO, which are required to be notified to the Company and the Stock Exchange
pursuant to Divisions 7 and 8 of Part XV of the SFO (including interests and short positions which they are taken or
deemed to have under such provisions of the SFO) or which are required, pursuant to section 352 of the SFO, to be
entered in the register referred to therein, or which are required, pursuant to the Model Code for Securities Transactions
by Directors of Listed Issuers (the “Model Code”) as set out in Appendix C3 to the Listing Rules to be notified to the
Company and the Stock Exchange, were as follows:

Approximate

Name of percentage of
Name of relevant Number of shareholding in
Director company Capacity shares the Company
Li Zhenjiang Company Note 2 546,802,990 66.12%
Li Huimin Company Beneficial owner 1,020,000 0.12%
Xin Yunxia Company Beneficial owner 540,000 0.07%

Note 2: Although Mr. Li Zhenjiang, the executive Director, is deemed to be interested in these shares under the SFO because he is the founder
of the discretionary trust, Mr. Li Zhenjiang himself does not have decision-making power, distribution rights, or profit rights in Forway and the
discretionary trust.

Save as disclosed above, as at 31 December 2025, none of the Directors or chief executives of the Company or their
respective associates had any interest or short position in the shares, underlying shares or debentures of the Company
or any of its associated corporations.
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DIRECTORS’ INTERESTS IN TRANSACTION, ARRANGEMENT AND CONTRACTS
Save as disclosed in note 34 to the consolidated financial statements, no transaction, arrangement or contract of
significance to which the Company, any of its holding companies, fellow subsidiaries or any of its subsidiaries was a
party and in which a Director or an entity connected with the Director had a material interest, either directly or indirectly,
subsisted during or at the end of the year.

DIRECTORS’ RIGHTS TO ACQUIRE SHARES OR DEBENTURES

Save as disclosed under the heading “Share Option Scheme” below, at no time during the year was the Company, its
holding companies, fellow subsidiaries or its subsidiaries a party to any arrangement to enable the Directors to acquire
benefits by means of the acquisition of shares in, or debentures of, the Company or any other body corporate.

SHARE OPTION SCHEME

The Company adopted a share option scheme at an extraordinary general meeting of the Company held on 29 May
2015 (the “2015 Scheme”). The purpose of the 2015 Scheme is to provide the Company with a flexible means of
incentivizing, rewarding, remunerating, compensating and/or providing benefits to the following participants, and for
such other purposes as the Board may approve from time to time:

(i) any executive or non-executive director including any independent non-executive director or any employee (whether
full-time or part-time) of any member of the Group;

(i)  any discretionary object of a discretionary trust established by any substantial shareholder of the Company or
any employee, executive or non-executive director of any member of the Group;

(i) any consultant, professional and other advisers to any member of the Group;
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(iv)  any chief executive or substantial shareholder of any member of the Group;
(v)  any associate of any director, chief executive or substantial shareholder of any member of the Group; and

(vi) any employee (whether full-time or part-time) of substantial shareholder of any member of the Group to take up
options.

The maximum number of shares in respect of which options may be granted under the 2015 Scheme and any other
share option schemes of the Company shall not in aggregate exceed 82,700,000 representing 10% of the shares of
the Company in issue as at 29 May 2015 (being the date of the extraordinary general meeting approving the 2015
Scheme) and as at the date of this annual report. The number of options available for grant under the scheme mandate
at the beginning and the end of the year ended 31 December 2025 is 82,700,000.

The maximum number of shares of the Company issued and to be issued upon exercise of the options granted to each
participant (including both exercised and unexercised options) under the 2015 Scheme and any other share option
scheme (if any) adopted by the Company in any 12-month period must not exceed 1% of the shares of the Company
in issue unless otherwise approved by the Company’s shareholders. Where any grant of options to a substantial
shareholder, an independent non-executive director, or any of their respective associates (including a discretionary trust
whose discretionary objects include a substantial shareholder or an independent non-executive director or a company
beneficially owned by any substantial shareholder or independent non-executive director of the Company) would result
in the shares of the Company issued and to be issued upon exercise of all options already granted and to be granted
to such person in any 12-month period up to and including the date of the grant:

(i) representing in aggregate over 0.1% of the total number of shares of the Company in issue; and

(i)  having an aggregate value, based on the closing price of the shares of the Company as stated in the daily
quotations shests issued by the Stock Exchange on the date of grant, in excess of HK$5 million,

such grant of option shall be subject to prior approval of the shareholders of the Company who are not the grantee,
his associates or core connected persons of the Company as defined in the Listing Rules.

Option granted must be taken up within 14 days from the date of offer, upon payment of HK$1 per grant. Subject to
terms and conditions upon which the option was granted, options may be exercised at any time from the date of grant
of the share option to the 10th anniversary of the date of grant. The exercise price is determined by the Directors, and
will not be less than the highest of (i) the closing price of the Company’s shares on the date of grant, (i) the average
closing price of the shares for the five business days immediately preceding the date of grant; and (jii) the nominal value
of the Company’s share. The 2015 Scheme has a life of 10 years and has expired on 28 May 2025.

There were no options granted, exercised, cancelled/lapsed or outstanding under the 2015 Scheme during the year.

For details of the nature and terms of the 2015 Scheme, please refer to the circular of the Company dated 8 May 2015.
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SHARE AWARD SCHEME

On 26 March 2018, the Company adopted the share award scheme (the “Scheme”) with objectives to recognise the
contributions by certain employees and give incentives thereto in order to motivate them for the continual operation
and development of the Group; and to attract suitable personnel for further development of the Group.

Eligible participants include any employee (including without limitation any Director) of the Company and its subsidiaries
(but excluding any employee who is resident in a place where (i) the award of shares and/or vesting or transfer of shares
pursuant to the terms of the Scheme is not permitted under the laws and regulations of such place or (i) where in the
view of the Board compliance with applicable laws or regulations in such place makes it necessary or expedient to
exclude such employee, in each case as determined by the Board in its absolute discretion).

The Scheme shall be valid and effective for a period of 10 years commencing on its adoption date, with approximately
2 years remaining.

Unless otherwise determined or revoked by the Board at its discretion, the awarded shares shall vest in the selected
employees at such time and upon such conditions as the Board may determine at its discretion, provided that the
selected employee remains at all time on or before relevant vesting date an employee of the Company or its subsidiary.

The Board shall not make any further share award under the Scheme which will result in the number of Shares awarded
by the Board under the Scheme in excess of 10 per cent of the issued share capital of the Company as at its adoption
date (being 827,000,000 shares) (which is also equal to the issued share capital of the Company as at the date of this
annual report).

The maximum aggregate number of the shares which may be awarded to a selected employee under the Scheme shall
not exceed 1 per cent of the issued share capital of the Company as at the adoption date (which is also equal to the
issued share capital of the Company as at the date of this annual report).

Subject to the Scheme, the Board may impose any conditions, restrictions or limitations or wavier or amend any such
conditions, restrictions or limitations from time to time in relation to the share award as it may at its absolute discretion
think fit.

No share awards have been granted under the Scheme since its adoption.

During the year ended 31 December 2025 and 31 December 2024, there were no disposal or purchase of shares by
the trustee.

At the beginning and the end of the reporting period, there are 71,600,000 shares held by the trustee available for
grant under the Scheme mandate.

PURCHASE, SALE OR REDEMPTION OF LISTED SECURITIES

During the year ended 31 December 2025, neither the Company nor any of its subsidiaries purchased, sold or redeemed
any listed securities of the Company.

The Company did not hold or sell any treasury shares during the year ended 31 December 2025.
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EQUITY-LINKED AGREEMENT

Save for share option schemes disclosed in this annual report, no equity-linked agreement was entered into during the
year or subsisted at the end of the year.

PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the Articles of Association although there are no restrictions against
such rights under the laws of the Cayman Islands.

TAX RELIEF

The Company is not aware of any relief from taxation available to shareholders of the Company by reason of their
holding of such shares.

MAJOR CUSTOMERS AND SUPPLIERS

For the year ended 31 December 2025, the Group’s sales attributable to the five largest customers combined and
purchases attributable to the five largest suppliers combined accounted for less than 30% of the Group’s turnover and
purchases, respectively.

CONNECTED TRANSACTIONS AND CONTINUING CONNECTED TRANSACTIONS

Please refer to the corresponding announcements of the Company made on 5 November 2019 and 19 December
2023 for detailed information. During the year, the Group had the following connected transactions and continuing
connected transactions:

Agreements with Shineway Medical

On 5 November 2019, Shineway Pharmaceutical and Shineway Medical entered into a technical services agreement, in
relation to the provision of technical services by Shineway Medical to Shineway Pharmaceutical in relation to clinical trial,
for a term commencing from 5 November 2019 to 4 November 2024 at a consideration of RMB14,000,000. Through
agreement between the two parties, the contract was extended for one year to 4 November 2025 primarily to allow
more time for completion of certain regulatory procedures. The contract was complete during the year.

On 19 December 2023, a land lease agreement (the “Land Lease Agreement I”) and a general services agreement (the
“General Services Agreement I”) were entered into between Shineway Pharmaceutical and Shineway Medical. Pursuant
to the Land Lease Agreement |, Shineway Medical has leased to Shineway Pharmaceutical a land with an area of
approximately 49,276 square meters owned by Shineway Medical for a period of three years from 1 January 2024 to
31 December 2026. The annual rental amounts to RMB1,600,000. On the other hand, pursuant to the General Services
Agreement |, Shineway Medical has agreed to provide Shineway Pharmaceutical with property management services
and catering services for a period of three years from 1 January 2024 to 31 December 2026, the proposed annual
cap of each year is RMB12,500,000. The transaction amount of such transactions for the year ended 31 December
2025 is RMB11,832,000.
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On 19 December 2023, a hotel services agreement (the “Hotel Services Agreement”) was entered into between Shineway
Pharmaceutical and Shineway Medical. Pursuant to the Hotel Services Agreement, Shineway Medical has agreed to
provide Shineway Pharmaceutical with room rental and hotel services for a period of three years from 1 January 2024
to 31 December 2026. In respect of the hotel room rental, the annual rental amounts to RMB1,368,000. On the other
hand, in respect of the hotel services under the Hotel Services Agreement, the proposed annual cap of each year is
RMB3,000,000. The transaction amount for the year ended 31 December 2025 is nil.

On 19 December 2023, Shineway Pharmaceutical and Shineway Medical entered into an equipment lease agreement
(the “Equipment Lease Agreement”), in relation to the provision of the lease of a number of automatic liquid impurities
inspection machines by Shineway Medical to Shineway Pharmaceutical, for a period of three years from 1 January
2024 to 31 December 2026 at an annual rent of RMB3,012,000.

On 19 December 2023, Shineway Pharmaceutical and Shineway Medical entered into a car lease agreement
(the “Car Lease Agreement”), in relation to the provision of the lease of a number of cars by Shineway Medical to
Shineway Pharmaceutical, for a period of three years from 1 January 2024 to 31 December 2026 at an annual rent
of RMB1,304,000.

Agreements with Shineway (Sanhe) Property development Limited (“Shineway Sanhe”)

On 19 December 2023, a land lease agreement (the “Land Lease Agreement II”) and a general services agreement
(the “General Services Agreement II”) were entered into between Hebei Shineway Pharmaceutical Company Limited
(“Hebei Shineway”) and Shineway Sanhe. Pursuant to the Land Lease Agreement Il, Shineway Sanhe has leased to
Hebei Shineway a land with an area of approximately 20,986 square meters owned by Shineway Sanhe for a period of
three years from 1 January 2024 to 31 December 2026. The annual rental amounts to RMB1,200,000. On the other
hand, pursuant to the General Services Agreement I, Shineway Sanhe has agreed to provide Hebei Shineway with
property management services and catering services for a period of three years from 1 January 2024 to 31 December
2026, the proposed annual cap of each year is RMB3,500,000. The transaction amount of such transactions for the
year ended 31 December 2025 is RMB2,707,000.

Training Agreement with Shijiazhuang Municipal Luancheng County Shineway Training
School (“Shineway Training School”)

On 19 December 2023, a training agreement (the “Training Agreement”) was entered into between Shineway
Pharmaceutical and Shineway Training School. Pursuant to the Training Agreement, Shineway Training School has
agreed to provide Shineway Pharmaceutical with training services and training venue for a period of three years from 1
January 2024 to 31 December 2026, the proposed annual cap of each year is RMB5,000,000. The transaction amount
of such transactions for the year ended 31 December 2025 is RMB1,321,689.

Pursuant to IFRS 16, the entering into of each of the Land Lease Agreement |, the Land Lease Agreement I, the Hotel
Services Agreement in respect of the hotel room rental, the Equipment Lease Agreement and the Car Lease Agreement
requires the Group to recognize the rental payments as right-of-use assets of the Group, which constitutes a one-off
connected transaction of the Group. On the other hand, each of the General Services Agreement |, General Services
Agreement |l, the Hotel Services Agreement in respect of the hotel services and the Training Agreement constitutes a
continuing connected transaction of the Group.
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As the highest applicable percentage ratios (as defined under Rule 14.07 of the Listing Rules) in respect of the annual
caps for the transactions contemplated under each of (1) the General Services Agreement | and (2) the Training
Agreement exceeds 0.1% but are less than 5%, the transactions contemplated thereunder are subject to the reporting
and announcement requirements but are exempt from circular and shareholders’ approval requirements. As all the
applicable percentage ratios (as defined under Rule 14.07 of the Listing Rules) in respect of the annual caps for the
transactions contemplated under (1) the General Services Agreement Il and (2) the Hotel Services Agreement in respect
of the hotel services of the hotel are less than 0.1%, the transactions contemplated thereunder are fully exempted from
the reporting, announcement, circular, and shareholders’ approval requirements.

As the highest applicable percentage ratios (as defined under Rule 14.07 of the Listing Rules) in respect of the value of
the right-of-use assets under the Equipment Lease Agreement exceeds 0.1% but are less than 5%, the transactions
contemplated thereunder are subject to the reporting and announcement requirements but are exempt from circular
and shareholders’ approval requirements. As all the applicable percentage ratios (as defined under Rule 14.07 of the
Listing Rules) in respect of the value of the right-of-use assets under each of (1) Land Lease Agreement |, (2) the Land
Lease Agreement Il, (3) the Hotel Services Agreement in respect of the room rentals of the hotel rooms (whether on
a standalone basis or when aggregated with the hotel services agreement dated 31 December 2022 entered into
between Shineway Pharmaceutical and Shineway Medical in relation to the provision of hotel rooms rental services by
Shineway Medical to the Group) and (4) the Car Lease Agreement are less than 0.1%, the transactions contemplated
thereunder are fully exempted from the reporting, announcement, circular, and shareholders’ approval requirements.

The INEDs have reviewed the continuing connected transactions disclosed above and confirmed that the transactions
have been entered into:

(@ inthe ordinary and usual course of business of the Group;
(b)  on normal commercial terms or better; and

(c) according to the agreements governing them on terms that are fair and reasonable and in the interests of the
shareholders of the Company as a whole.

The management has monitored and ensured that (a) the connected transactions have been conducted in accordance
with the pricing policies or mechanisms (if applicable) under the agreements, including the pricing range, the process for
estimating the prices for the goods or services, and the procedures for obtaining quotations or tenders, as appropriate;
and (b) the Company’s internal control procedures are adequate and effective to ensure that connected transactions
are so conducted.

The Company’s auditor was engaged to report on the Group’s continuing connected transactions in accordance
with Hong Kong Standard on Assurance Engagements 3000 (Revised) “Assurance Engagements Other Than Audits
or Reviews of Historical Financial Information” and with reference to Practice Note 740 (Revised) “Auditor’s Letter on
continuing connected transactions under the Hong Kong Listing Rules” issued by the Hong Kong Institute of Certified
Public Accountants. The auditor has issued to the Board its unqualified letter containing its findings and conclusions in
respect of the continuing connected transactions set out above in accordance with Rule 14A.56 of the Listing Rules.
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The related party transactions in note 34 to the consolidated financial statements of this annual report fall under the
definition of “continuing connected transactions” under Chapter 14A of the Listing Rules. The Company confirms that
it has complied with the disclosure requirements in accordance with Chapter 14A of the Listing Rules.

EMOLUMENT POLICY

The emolument policy of the employees of the Group is set up by the Remuneration Committee on the basis of their
merit, qualification and competence. Details of the share option scheme and share award scheme adopted by the
Company are set out in the sections “Share Option Scheme” and “Share Award Scheme” above.

The emoluments of the Directors are determined by the Remuneration Committee, having regard to the Company’s
operating results, individual performance and comparable market statistics.

The Directors’ fees, basic salaries, housing allowances, other allowances and benefits in kind are disclosed in note 11
to the consolidated financial statements.

The contributions to pension schemes for Directors for the financial year are disclosed in note 11 to the consolidated
financial statements.

Pursuant to the Directors’ service contracts with the Company, all executive Directors may be entitled to a discretionary
bonus to be determined by the Board (or its duly appointed remuneration committee) at its absolute discretion having
regard to the performance of the Group, provided that the aggregate amount of the bonus payable to those Directors
in respect of any financial year shall not exceed 5% of the audited consolidated net profit after taxation but before
extraordinary items of the Company for the relevant financial year.

There was no compensation paid during the financial year ended 31 December 2025 or receivable by Directors or
past Directors for the loss of office as a director of any member of the Group or of any other office in connection with
the management of the affairs of any member of the Group distinguishing between contractual and other payments.

CORPORATE GOVERNANCE

The Company is committed to maintaining a high level of corporate governance. The Company’s corporate governance
report is set out on pages 40 to 56 which contains the details of each of the Audit Committee, the Remuneration
Committee, the Nomination Committee and the Corporate Social Responsibility and Sustainability Committee.

PENSION SCHEMES

The pension schemes of the Group are primarily in the form of contributions to the Hong Kong Mandatory Provident Fund
and China’s statutory public welfare fund. Contributions to the schemes by the Group and employees are calculated as
a percentage of employees’ basic salaries and such contributions will be fully and immediately vested in the employees’
accounts as their accrued benefits in the schemes. The retirement benefit scheme cost charged to profit or loss and
other comprehensive income represents contributions payable by the Group to the funds.
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SUFFICIENCY OF PUBLIC FLOAT

Based on information that is publicly available to the Company and within the knowledge of the Directors as at the latest
practicable date prior to the issue of this annual report, the Company has maintained a sufficient public float throughout
the year of 2025 as required under the Listing Rules.

COMPETITION AND CONFLICT OF INTERESTS

None of the Directors, the controlling shareholders of the Company and any of their respective close associates has
engaged in any businesses that competes or may compete, either directly or indirectly, with the business of the Group
or has any other conflict of interests with the Group during the year under review which are required to be disclosed
under the Listing Rules.

CHARITABLE DONATIONS

During the year, the Group has devoted 846 hours and donated RMB4.782 million to charitable activities which will be
disclosed in “Community Contribution” in the Environmental, Social and Governance Report to be published.

CLOSURE OF SHARE TRANSFER REGISTRATION

The register of members of the Company will be closed from Wednesday, 6 May 2026 to Thursday, 7 May 2026
(both days inclusive) for the purpose of determining Shareholders’ entitlement to the 2026 first interim dividend, during
which period no transfer of shares will be registered. In order to qualify for the first interim dividend for the year ending
31 December 2026, all transfer documents accompanied by the relevant share certificates must be lodged with the
Company’s Hong Kong branch share registrar, Computershare Hong Kong Investor Services Limited at Shops 1712-
16, 17th Floor, Hopewell Centre, 183 Queen’s Road East, Wanchai, Hong Kong, not later than 4:30 p.m. on Tuesday,
5 May 2026.

The register of members of the Company will be closed from Tuesday, 19 May 2026 to Thursday, 28 May 2026,
both days inclusive, for the purpose of determining Shareholders’ eligibility to attend, act and vote at the AGM of the
Company, during which period no transfer of shares will be registered. In order to determine the entitlement to attend,
act and vote at the AGM, all transfer documents, accompanied by the relevant share certificates, must be lodged with
the Company’s Hong Kong branch share registrar, Computershare Hong Kong Investor Services Limited at Shops
1712-16, 17th Floor, Hopewell Centre, 183 Queen’s Road East, Wanchai, Hong Kong, for registration no later than
4:30 p.m. on Monday, 18 May 2026.

AUDITOR

A resolution will be proposed at the AGM to re-appoint Messrs. Deloitte Touche Tohmatsu as auditor of the Company.

On behalf of the Board

Li Zhenjiang
Director

Hong Kong, 27 March 2026
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Dear Shareholders,

CORPORATE GOVERNANCE PRACTICES

The Group is firmly committed to statutory and regulatory corporate governance standards and adheres to the principles
of corporate governance emphasising transparency, independence, accountability, responsibility and fairness. The Board
believes that good corporate governance practices are essential elements in guiding the growth and management of
the business of the Group. Therefore the Board reviews its corporate governance practices from time to time to ensure
that they protect the shareholders’ interest, comply with legal and professional standards and reflect the latest local
and international circumstances and development. The Board will continue to commit itself to achieving a high quality
of corporate governance.

Throughout the year ended 31 December 2025, the Company has applied and complied with the code provisions and
principles in the Corporate Governance Code (the “CG Code”)* set out in Part 2 of Appendix C1 to the Listing Rules,
except for code provision C.2.1 as described below.

* The amendments to the CG Code effective on 1 July 2025 will apply to corporate governance reports and annual reports for financial
years commencing on or after 1 July 2025. For this annual report, the Company shall refer to the then effective CG Code (version up
to 30 June 2025).

CORPORATE CULTURE, PURPOSE, VALUES, AND STRATEGY

The Board has set out the following values to provide guidance on employees’ behaviors and business activities, and
to ensure they are embedded throughout the Company’s vision, mission, policies and business strategies:

(@  Focus on Stringent Management and Detailed Work — Work meticulously, emphasizing quality and safety;

(b)  Social Responsibility — Increase wealth for the society, promote the country’s health care through public welfare
activities;

(c)  Promote Innovation — Strengthen innovation incentives and increase investment in innovation;

(d) Respect for Life — Provide consumers with efficient, safe and cost efficient drugs to protect their health and
enhance their quality of life; and

(e)  Sustainability — We are committed to a sustainable future.

The Group will continuously review and adjust, if necessary, its business strategies and keep track of the changing
market conditions to ensure prompt and proactive measures will be taken to respond to the changes and meet the
market needs to foster the sustainability of the Group.

DIRECTORS’ SECURITIES TRANSACTIONS

The Company has adopted the Model Code as set out in Appendix C3 to the Listing Rules as the code of conduct
regarding securities transactions by Directors on terms no less exacting than the required standard set out in the
Model Code. The prohibitions on securities dealing and disclosure requirements in the Model Code apply to specified
individuals including the Group’s senior management and also persons who are likely to be in possession of inside
information of the Group. Having made specific enquiry with the Directors, all Directors confirmed that, in respect of
the year ended 31 December 2025, they had complied with the required standard set out in the Model Code and the
Company’s code of conduct regarding Directors’ securities transactions.
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BOARD OF DIRECTORS

As at 31 December 2025, the Board comprises three executive Directors, three INEDs and one NED. The names of
the Directors and their respective biographies are set out on pages 24 to 25 of this annual report.

The Company had arranged for appropriate liability insurance for the directors and officers of the Group for indemnifying
their liabilities arising from corporate activities.

The Board oversees the Group’s strategic development, and determines the objectives, strategies and policies of the
Group. The Board also monitors and controls operating and financial performance in pursuit of the Group’s strategic
objectives. All Board members have access to appropriate business documents and information about the Group
on a timely basis. All Directors and board committees have access to external legal counsel and other professionals
for independent advice at the Group’s expense if they require it. The Board represents shareholders in overseeing
the Group’s business. The Directors recognise their responsibilities to enhance shareholders’ value and to conduct
themselves in accordance with their duty of care and loyalty.

INDEPENDENCE OF THE BOARD

The Group has established mechanisms to ensure independent views and input are available to the Board and such
mechanisms will be reviewed annually by the Board. The Board has reviewed the implementation and effectiveness of
the following mechanisms at the Board meeting in 2025 and considered that such mechanisms are effective:

(@  Three out of the seven Directors are INEDs, which comply with the requirement of the Listing Rules that at least
one-third of the Board are independent non-executive directors and with at least one of whom having appropriate
professional qualifications, or accounting or related financial management expertise.

(o)  The Nomination Committee will assess the independence of a candidate who is nominated to be a new INED
before appointment and the continued independence of the current long-serving INEDs on an annual basis. All
INEDs are required to submit a written confirmation to the Company annually to confirm the independence of
each of them and their immediate family members, and their compliance with the requirements as set out in the
Rule 3.13 of the Listing Rules.

(c)  All Directors are entitled to retain independent professional advisors as and when it is required.

(d)  All Directors are encouraged to express their views in an open manner during Board/Board Committees meetings.

(e)  The Chairman of the Board will meet with the INEDs at least annually without the presence of the EDs.

(f) A Director (including INED) who has material interest in any contract, transaction or arrangement shall abstain
from voting and not be counted in the quorum on any Board resolution approving the same.
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Four board committees, namely, the audit committee (the “Audit Committee”), the remuneration committee (the
“Remuneration Committee”), the nomination committee (the “Nomination Committee”) and the corporate social
responsibility and sustainability committee (the “Corporate Social Responsibility and Sustainability Committee”), have been
established to oversee particular aspects of the Group’s affairs. The Board has delegated the day-to-day management
and operations of the Group’s businesses to the management of the Company and its subsidiaries respectively. Major
corporate matters that are specifically delegated by the Board to the management include the preparation of financial
statements for board approval before publishing, execution of business strategies and initiatives adopted by the Board,
implementation of adequate systems of internal controls and risk management procedures, and compliance with relevant
statutory requirements, rules and regulations.

The Board had met eight times during the year to review the financial performance of the Group, major issues (whether
or not required by the Listing Rules) and also on other occasions when Board decisions were required. The views of
INEDs were actively solicited by the Group if they were unable to attend meetings of the Board.

All Directors are entitled to retain independent professional advisors at the Company’s cost when necessary. The
implementation and effectiveness of such mechanism to ensure independent views and input are available to the Board
are reviewed on an annual basis.

The major issues which were brought before the Board for their decisions during the year include:

1. formulation of operational strategies and review of its financial performance and results and the internal control
system;

2. discussion and review of the board composition and board diversity;

& review of the implementation and effectiveness of the Company’s policy on board diversity; and

4. the declaration of interim dividend.

From April 2012 onwards, all Directors have been provided, on a monthly basis, with the Group’s management

information updates to ensure that they are aware of the Group’s affairs and facilitate them to discharge their duties
under the relevant requirements of the Listing Rules.
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During the year ended 31 December 2025, the Board held eight Board meetings and one AGM. Details of the attendance
of the Board are as follows:

Attended/Held

Board Meeting AGM
Executive Directors
Mr. Li Zhenjiang (Chairman) 8/8 11
Ms. Xin Yunxia 8/8 11
Mr. Li Huimin 8/8 11
Independent Non-executive Directors
Ms. Wang Guihua 8/8 11
Mr. Liu Shun Fai 8/8 11
Mr. Yew Yat On 8/8 11
Non-executive Director
Mr. Zhou Wencheng 8/8 11

The Directors acknowledged that they are responsible for the preparation of the accounts which give a true and fair
view of the affairs of the Group. The auditor is responsible to form an independent opinion, based on their audits, on
the Group’s financial statements and express their opinions.

The Board has the overall responsibility to ensure that the Company maintains sound and effective internal controls to
safeguard the shareholders’ investments and the Company’s assets. The internal audit department has been conducting
regular review of the system’s effectiveness and reports to the Directors and the Audit Committee on its material findings.

Every newly appointed Director will be given an induction so as to ensure that he/she has appropriate understanding
of the Group’s business and of his/her duties and responsibilities under the Listing Rules and the relevant statutory
and regulatory requirements. The Directors may request the Company to provide independent professional advice at
the Company’s expense to discharge his/her duties to the Company.

CHAIRMAN AND CHIEF EXECUTIVE OFFICER

Throughout the year ended 31 December 2025, the Company has applied and complied with the code provisions and
principles in the CG Code* set out in Part 2 of Appendix C1 to the Listing Rules, except for code provision C.2.1 as
described below.

. The amendments to the CG Code effective on 1 July 2025 will apply to corporate governance reports and annual reports for financial
years commencing on or after 1 July 2025. For this annual report, the Company shall refer to the then effective CG Code (version up

to 30 June 2025).
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The code provision C.2.1 stipulates that the roles of chairman (the “Chairman”) and chief executive should be separate
and should not be performed by the same individual. The division of responsibilities between the Chairman and chief
executive should be clearly established and set out in writing. The Company does not use the title “Chief Executive
Officer”. The duty of the chief executive officer has been assumed by the president of the Company (the “President”).

Mr. Li Zhenjiang has been both the Chairman and the President. His responsibilities are clearly set out in writing and
approved by the Board. Given the Group’s current stage of development, the Board considers that vesting the roles of
Chairman and President in the same person facilitates the execution of the Group’s business strategies and maximizes
effectiveness of its operations. The Board shall nevertheless review the structure from time to time and shall consider
any appropriate adjustments should new circumstances arise.

CONTINUOUS PROFESSIONAL DEVELOPMENT

Directors’ training is an ongoing process. During the year, the Company had provided to the Directors regular updates
and presentations on changes and developments to the Group’s business and to the legislative regulatory environments
in which the Group operates. All Directors are also encouraged to attend relevant training courses at the Company’s
expense. All Directors are required to provide the Company with their record of training they received during the year
ended 31 December 2025. During the year ended 31 December 2025, the Board has reviewed and monitored the
training and continuous professional development of Directors and senior management.

Pursuant to code provision C.1.4 of the CG Code, all Directors should participate in continuous professional development
to develop and refresh their knowledge and skills. This is to ensure that their contribution to the Board remains informed
and relevant. During the year ended 31 December 2025, all Directors have participated in continuous professional
development by attending training courses and/or referring materials on the topics related to corporate governance
and regulations:

Self-study
of relevant
materials and/

Attending or regulatory

training course updates
Executive Directors
Mr. Li Zhenjiang (Chairman) v v
Ms. Xin Yunxia v v
Mr. Li Huimin v v
Independent Non-executive Directors
Ms. Wang Guihua v v
Mr. Liu Shun Fai v v
Mr. Yew Yat On v v
Non-executive Director
Mr. Zhou Wencheng v v
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TERM OF OFFICE AND RE-ELECTION

INED, Ms. Wang Guihua has been appointed for a term of two years. INEDs, Mr. Liu Shun Fai and Mr. Yew Yat On
and NED, Mr. Zhou Wencheng did not enter into a service contract with the Company.

Pursuant to Article 87(1) of the Articles of Association, at each AGM, one third of the Directors for the time being (or, if
their number is not a multiple of three (3), the number nearest to and not less than one-third) shall retire from office by
rotation provided that every Director shall be subject to retirement by rotation at least once every three years.

WHISTLEBLOWING POLICY

In compliance with code provision D.2.6 of the CG Code, the Board revised the Whistleblowing Policy on 30 November
2022. It provides employees and the relevant third parties who deal with the Group (e.g., customers, suppliers) with
guidance and reporting channels for reporting any suspected improprieties in any matters related to the Group directly
to the designated executive Director. All reported matters will be investigated independently and, in the meantime, all
information received from a whistleblower and its identity will be kept confidential. The Board and the Audit Committee
will regularly review the Whistleblowing Policy and mechanism to improve its effectiveness.

ANTI-FRAUD AND ANTI-CORRUPTION POLICY

In compliance with code provision D.2.7 of the CG Code, the Board adopted an Anti-Fraud and Anti-Corruption Policy
on 30 November 2022. It outlines guidelines and the minimum standards of conduct, all applicable laws and regulations
in relation to the anti-corruption and anti-bribery, the responsibilities of employees to resist fraud, to help the Group
defend against corrupt practices and to report any reasonably suspected case of fraud and corruption or any attempts
thereof, to the management or through an appropriate reporting channel. The Group would not tolerate all forms of
fraud and corruption among all employees and those acting in an agency or fiduciary capacity on behalf of the Group,
and in its business dealing with third parties. The Board and the Audit Committee will review the Anti-Fraud and Anti-
Corruption Policy and mechanism periodically to ensure its effectiveness and enforce the commitment of the Group to
prevent all forms of fraud and corruption.

REMUNERATION COMMITTEE

The Company established the Remuneration Committee with written terms of reference as disclosed on the Company’s
websites and the website of the Stock Exchange. The primary duties of the Remuneration Committee include the
following:

1. to make recommendation to the Board on (a) the Company’s policy and structure for all remuneration of Directors
and senior management, and (b) the Company’s establishment of a formal and transparent procedure for
developing policy on such remuneration;

2. to determine the specific remuneration packages of all executive Directors, and senior management, including

benefits in kind, pension rights, and compensation payments (including any compensation for loss or termination
of office or appointment);

China Shineway Pharmaceutical Group Limited = 45  Annual Report 2025



GOVERNANCE REPORT

& to make recommendation to the Board on the remuneration of the INEDs and NED;

4. to have due consideration of all relevant factors such as salaries paid by comparable companies, time commitment
and responsibilities of the Directors, employment conditions elsewhere in the Group and desirability of performance-
based remuneration;

5. toreview and approve performance-based remuneration by reference to corporate goals and objectives resolved
by the Board from time to time;

6.  to review and approve the compensation payable to executive Directors and senior management in connection
with any loss or termination of their office or appointment to ensure that such compensation is determined in
accordance with relevant contractual terms and that such compensation is otherwise fair and not excessive for
the Company;

7.  toreview and approve the compensation arrangements relating to dismissal or removal of Directors for misconduct
to ensure that such arrangements are determined in accordance with relevant contractual terms and that any
compensation payment is otherwise reasonable and appropriate; and

8.  to ensure that no Director or any of his associates is involved in deciding his own remuneration.

As at the date of this annual report, the Remuneration Committee comprises two INEDs, Ms. Wang Guihua and Mr. Liu
Shun Fai and one executive Director Ms. Xin Yunxia. Ms. Wang Guihua is the chairman of the Remuneration Committee.
The Remuneration Committee met one time during the year to assess the performance of executive Directors and to

discuss renewal of service contracts of Directors and has duly discharged the above duties.

Individual attendance of each Remuneration Committee member was as follows:

Attendance
Ms. Wang Guihua (Chairman) 11
Ms. Xin Yunxia 11
Mr. Liu Shun Fai 11

The emolument policy of the employees of the Group was set up by the Remuneration Committee on the basis of their
merit, qualification and competence.
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The emolument policy and basis of determining the emolument payable to the Director are set out in the Directors’
Remuneration Policy which is reproduced as follows:

Directors’ Remuneration Policy

Purpose

1. The policy aims to provide a fair market level of remuneration to attract, retain and motivate high quality executive
directors, non-executive directors and independent non-executive directors. At the same time, awards must be
aligned with shareholders’ interests.

Key Elements for Executive Director’'s Remuneration

2. Remuneration packages and structure shall reflect a fair reward system for all participants with an emphasis on
performance.

&) Fixed compensation include basic salary and allowances depends on market trends, market benchmarks, company
performance and individual performance and contribution.

4. Performance bonus is determined by company performance and individual performance and contribution.

Key Elements for Non-executive Directors and Independent Non-executive Directors’ Remuneration

Sk Remuneration shall be set at an appropriate level to attract and retain first-class non-executive talent.

6. Remuneration of non-executive directors (subject to shareholders’ approval) shall be set by the Board and should
be proportional to their commitment and contribution to the Company.

The Group’s share option scheme and share award scheme as described on pages 32 to 34 of this annual report are
adopted as the Group’s long term incentive scheme.
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NOMINATION COMMITTEE

The Nomination Committee was established with written terms of reference in compliance with the CG Code, which
is disclosed on the Company’s websites and the website of the Stock Exchange. As at the date of this annual report,
the Nomination Committee comprise one executive Director, Mr. Li Zhenjiang, and three Independent Non-executive
Directors, Mr. Liu Shun Fai, Mr. Yew Yat On and Ms. Wang Guihua.

Ms. Wang Guihua, an independent non-executive Director, has been appointed as a member of the Nomination
Committee with effect from 10 June 2025. The terms of reference of the Nomination Committee was revised by the
Board on 10 June 2025. Please refer to the announcements of the Company dated 10 June 2025 for further details.

Individual attendance of each Nomination Committee member during the year ended 31 December 2025 was as follows:

Attendance
Mr. Li Zhenjiang (Chairman) 11
Mr. Liu Shun Fai 11
Mr. Yew Yat On 1/1
Ms. Wang Guihua (appointed on 10 June 2025) 11

Mr. Li Zhenjiang is the chairman of the Nomination Committee. The Nomination Committee is responsible for reviewing
the structure, size and composition of the Board, making recommendation to the Board on selection of candidates
for directorships, appointment, reappointment of Directors and Board succession and assessing the independence of
the INEDs.

During the year, the Nomination Committee has reviewed the structure, size and composition of the Board to ensure
that it has a balance of expertise, skills and experience appropriate for the requirements of the business. The Nomination
Committee will discuss and agree annually on measurable objectives for implementing diversity of the Board and
recommend them to the Board for adoption and monitor the implementation of the Board Diversity Policy.

For the purpose of implementation of the Board Diversity Policy, the following measurable objectives were adopted:

1. The Company shall comply with the requirements on board composition under the Listing Rules from time to
time.

2. The number of INEDs should be at least three and not less than one-third of the Board.

3. At least one of the INEDs must have appropriate professional qualifications or accounting or related financial
management expertise.

4. At least one Director should be the professional or have extensive experience of the industry in which the Group
operates.

5. At least one Director of a different gender.

The Board achieved the above measurable objectives of the Board Diversity Policy during the year ended 31 December
2025. The current Board composition reflects a diverse mix of gender, educational background, professional knowledge
and industry experience. As of the date of this report, the Board comprises 5 male Directors and 2 female Directors.

The independence of the INEDs was also assessed according to the relevant rules and requirements under the

Listing Rules. The Nomination Committee has reviewed the Nomination Policy, as appropriate, to ensure its continued
effectiveness during the year.
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In assessing the Board composition, the Nomination Committee would take into account various aspects as well as
factors concerning Board diversity as set out in the Board Diversity Policy, which is reproduced as follows:

Board Diversity Policy

INTRODUCTION

The Company is committed to equality of opportunity in its business and does not discriminate on the grounds of
race, gender, disability, nationality, religious or philosophical belief, age, sexual orientation, family status or any other
factor. The Company also recognizes and embraces the benefits of having a diverse board of directors (the “Board”)
to enhance the quality of its performance.

THE POLICY

This Policy is intended to assist the Company in the attainment of its strategic objectives and sustainable development,
by increasing diversity at the Board level. In designing the Board’s composition, Board diversity has been considered
from a number of aspects, including but not limited to gender, age, cultural and educational background, ethnicity,
professional experience, skills, knowledge and length of service. All Board appointments will be based on meritocracy,
and candidates will be considered against objective criteria, having due regard to the benefits of diversity on the Board.

MEASURABLE OBJECTIVES

Selection of candidates will be based on a range of diversity perspectives, including but not limited to gender, age,
cultural and educational background, ethnicity, professional experience, skills, knowledge and length of service. The
ultimate decision will be based on merit and contribution that the selected candidates will bring to the Board. The Board’s
composition (including gender, age, length of service) will be disclosed in the Corporate Governance Report annually.

MONITORING AND REPORTING

The Nomination Committee will report annually, in the Corporate Governance Report, on the Board’s composition under
diversified perspectives, and monitor the implementation of this Policy.

REVIEW OF THIS POLICY

The Nomination Committee will review this Policy annually and as appropriate to ensure the effectiveness of this Policy.
The Nomination Committee will discuss any revisions that may be required, and recommend any such revisions to the
Board for consideration and approval.

The Board Diversity Policy was last reviewed by the Board on 3 November 2025 and was considered suitable and
effective.

The Company currently has two female Directors, and the Board will endeavour to at least maintain female representation
on the Board and take opportunities to increase the proportion of female members over time as and when suitable
candidates are identified. As at 31 December 2025, among the 2,822 employees (including senior management) of
the Group, the percentages of male employees and female employees are 48% and 52%, respectively, With a male-
to-female ratio of approximately 1:1, the Board considers that the Group’s workforce (including senior management)
is diverse in terms of gender.
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NOMINATION POLICY

A nomination policy has been adopted. The nomination policy sets out the selection process on the selection of
individual nominated for directorship. The Nomination Committee may search extensively for candidate as director of
the Company from the Group or the human resources market and should take into consideration the structure, size
and composition of the Board and from the perspective of Board diversity.

The Nomination Committee shall gather information about the occupation, academic qualifications, position served,
detailed work experience and all the concurrent posts of the candidate and seek the candidate’s consent for nomination.
After reviewing the qualifications of the candidate on the criteria for director of the Company, the Nomination Committee
then makes recommendation to the Board regarding the candidate as director of the Company and submits the relevant
information to the Board prior to the appointment of new director.

All Directors are appointed for a fixed term. The Articles of Association required that one-third of the Directors (including
executive Directors and INEDs) shall retire each year. The Directors to retire each year shall be those appointed by the
Board during the year and those who have been longest in office since their election or re-election. A retiring Director
is eligible for re-election.

AUDIT COMMITTEE

As at the date of this annual report, the Audit Committee comprises Mr. Liu Shun Fai, Mr. Yew Yat On and Ms. Wang
Guihua.

All of the members of the Audit Committee are INEDs. Mr. Liu Shun Fai, who has appropriate professional qualifications
or accounting or related financial management expertise, is the chairman of the Audit Committee. No member of this
committee is a member of the former or external auditor of the Company. The committee members possess diversified
industry experience.

The Audit Committee’s primary responsibilities include overseeing the relationship with the Company’s external auditor,
review of financial information of the Group, and oversight of the Group’s financial reporting system, internal control
procedures and risk management. The Audit Committee is also responsible for performing the corporate governance
functions and for overseeing the Company’s risk management and internal control systems and arrangements under
the Company’s Whistleblowing Policy. While recognising corporate governance is the collective responsibility of all of
its members, the Board has delegated the corporate governance functions to the members of the Audit Committee
who are considered to be better positioned to provide an objective and independent guidance on governance-related
matters. During the year, the Audit Committee has reviewed and adopted certain corporate governance policies
including the Anti-Fraud and Anti-Corruption Policy, Shareholder’s Communication Policy and revised Whistleblowing
Policy. The Company has adopted terms of reference of the Audit Committee which complies with the provisions of
the CG Code. The terms of reference of the Audit Committee is available on the Company’s websites and the website
of the Stock Exchange.
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Individual attendance of each Audit Committee member during the year ended 31 December 2025 was as follows:

Attendance
Mr. Liu Shun Fai (Chairman) 4/4
Mr. Yew Yat On 4/4
Ms. Wang Guihua 4/4

The Audit Committee met on four occasions during the year and the report on the work performed by the Audit
Committee can be found on page 57 of this annual report.

CORPORATE SOCIAL RESPONSIBILITY AND SUSTAINABILITY COMMITTEE
The Company has established a Corporate Social Responsibility and Sustainability Committee on 4 March 2019.

Mr. Liu Shun Fai is the chairman of the Corporate Social Responsibility and Sustainability Committee. As at the date
of this annual report, the members of the Corporate Social Responsibility and Sustainability Committee comprise one
executive Director, Ms. Xin Yunxia and two INEDs Mr. Yew Yat On and Ms. Wang Guihua.

The Corporate Social Responsibility and Sustainability Committee’s primary responsibilities include formulating and
reviewing the Group’s responsibilities, visions, strategies, frameworks, principles and policies of corporate social
responsibility and sustainable development (including but not limited to environmental, social and governance issues) and
implementing relevant policies approved by the Board. The Company has adopted terms of reference of the Corporate
Social Responsibility and Sustainability Committee. The terms of reference of the Corporate Social Responsibility and
Sustainability Committee is available on the Company’s website and the website of the Stock Exchange.

The Corporate Social Responsibility and Sustainability Committee met two times during the year to formulate and review
the Group’s corporate social responsibility and sustainable development policies.

Individual attendance of each Corporate Social Responsibility and Sustainability Committee member during the year
ended 31 December 2025 was as follows:

Attendance
Mr. Liu Shun Fai (Chairman) 2/2
Ms. Xin Yunxia 2/2
Mr. Yew Yat On 2/2
Ms. Wang Guihua 2/2
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CORPORATE GOVERNANCE FUNCTION

The Board does not have a Corporate Governance Committee. The functions that would be carried out by a Corporate
Governance Committee are performed by the Board as a whole and are as follows:

1. to develop and review the Company’s policies and practices on corporate governance;

2. toreview and monitor the training and continuous professional development of Directors and senior management;

3. toreview and monitor the Company’s policies and practices in compliance with legal and regulatory requirements;

4. to develop, review and monitor the code of conduct and compliance manual (if any) applicable to employees and
Directors;

5. to review the Company’s compliance with the CG Code and disclosures in the Corporate Governance Report;
and

6. to review and adopt certain corporate governance policies including the Anti-Fraud and Anti-Corruption Policy,
Shareholder’s Communication Policy and revised Whistleblowing Policy.

During 2025, members of the Board have reviewed and discussed, among other things, the Company’s policies and
practices on corporate governance at regular Board meetings. They have also reviewed and monitored the training and
continuous professional development of Directors, and the Company’s policies and practices on compliance with legal
and regulatory requirements as well as its disclosure in the Corporate Governance Report. The Board has reviewed
the code of conduct applicable to employees and Directors setting out the standards of behaviour that the Company
expects from them and the guidelines on how they should handle different situations in business dealings with the Group.

RISK MANAGEMENT AND INTERNAL CONTROL

The Board is responsible for ensuring that appropriate and effective risk management and internal control systems
are established and maintained within the Group. The main features of the Group’s risk management and internal
control systems include the setting up of a management structure with limits of authority, which is designed to help
the Group achieve its business objectives, to protect its assets against unauthorised use or disposition, to ensure
proper maintenance of accounting records and reliability of financial reporting, and to ensure compliance with relevant
legislation and regulations. The risk management and internal control systems are designed to provide reasonable, but
not absolute, assurance against material misstatement or loss, and to manage rather than eliminate all risks of failure
in the Group’s operational systems and in the achievement of the Group’s business objectives.

The process used by the Group to identify, evaluate and manage significant risks is summarised as follows:

(1) Risk identification: identify risks that may pose a potential impact on the Group’s business and operations through
the management and the internal control department;

(2)  Risk evaluation: evaluate the identified risks based on the likelihood of the occurrence and impact level of the risk;
and
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(8)  Response to risk: according to the evaluation results on the magnitude of the risk, risk management strategies are
determined by the internal control department, and through appropriate mechanisms of the Company to ensure
the effective implementation of internal control procedures to prevent and reduce the risks.

In relation to the handling and dissemination of inside information in accordance with the Listing Rules and the SFO,
the Group has adopted measures including raising awareness of confidentiality in the Group, issuing notices regarding
“black-out” period and restrictions on dealings to Directors and employees on a regular basis to ensure compliance
when handling and disclosing inside information.

The Board and the Audit Committee have delegated to the Group’s internal audit department to conduct quarterly
review of the effectiveness and adequacy of the risk management and internal control systems of the Group covering
all material controls, including financial, operational and compliance controls as well as risk management functions. The
internal control department of the Group plays a major role in monitoring the risk management and internal controls of
the Group and reports directly to the Audit Committee. It has full access to all aspects of the Group’s activities, risk
management and internal controls.

Based on the assessments made during the year by the Group’s internal audit department, the Board considered that
the risk management and internal control systems of the Group are effective and adequate and the Audit Committee
has found no material deficiencies on the risk management and internal controls based on the assessments made by
the Group’s internal audit department.

REMUNERATION OF SENIOR MANAGEMENT

The remuneration paid to the members of senior management by bands during the year is set out below:

Number of
Remuneration Bands (RMB) individuals
0 - 1,000,000 1
1,000,001 — 2,000,000 3
2,000,001 - 3,000,000 0
3,000,001 - 4,000,000 0
4,000,001 — 5,000,000 0
Total 4

AUDITOR’S REMUNERATION

Since 2004, Deloitte Touche Tohmatsu has been appointed as the Group’s external auditor by shareholders annually.
During the year, the fees charged to the accounts of the Company and its subsidiaries for Deloitte Touche Tohmatsu’s
statutory audit services amounted to HK$2,050,000 (2024: HK$2,150,000), and in addition to a total of HK$370,000
(2024: HK$520,000) for other non-audit services, including the review of interim financial statements.

China Shineway Pharmaceutical Group Limited @ Annual Report 2025



GOVERNANCE REPORT

ACCOUNTABILITY AND AUDIT

The Directors acknowledged their responsibility to present a balanced, clear and understandable assessment of the
Group’s performance, position and prospects in the consolidated financial statements of the annual and interim reports.
They are not aware of material uncertainties relating to events or conditions that might cast significant doubt upon the
Company'’s ability to continue as a going concern.

The statement by the auditor of the Company regarding their reporting responsibilities on the consolidated financial
statements of the Group is set out in the Independent Auditor’s Report on pages 58 to 62.

In preparing the consolidated financial statements for the year ended 31 December 2025, the Directors have adopted
appropriate accounting policies and applied them consistently, and have made judgments and estimates that are
prudent and reasonable.

The Group has announced its annual and interim results in a timely manner within the limits of three months and two
months respectively after the end of the relevant financial periods, as laid down in the Listing Rules.

COMMUNICATION WITH SHAREHOLDERS

The Group attaches great priority to communication with shareholders and investors. Since our listing on the Main
Board of the Stock Exchange in December 2004, the Group has regularly met with investors to increase corporate
transparency. During the year ended 31 December 2025, the Group met and/or held telephone conferences with a
number of investors and participated in institutional investor conferences. We held a number of site visits for investors.

To foster effective communication, the Company provides extensive information in its annual report, interim report, press
releases and also disseminates information relating to the Group and its business electronically through its websites
and the website of the Stock Exchange.

Since October 2005, to enable the shareholders to better evaluate the operations and performance of the Group, the
Group has been announcing quarterly financial information on turnover in due course after the relevant period ended.

The Company regards the annual general meeting as an important event as it provides an important opportunity for direct
communication between the Board and shareholders. Directors and senior management will make an effort to attend
the annual general meeting. The chairman of the Board, as well as the respective chairmen of the Audit Committee
and the Remuneration Committee and external auditor will usually be available during the annual general meeting to
address shareholders’ queries. All shareholders are given at least 21 clear days’ notice of the annual general meeting
and they are encouraged to attend the annual general meeting and other shareholders’ meetings. Questions from the
shareholders at such meetings are encouraged and welcomed.

Shareholders’ Communication Policy

A Shareholders’ Communication Policy (“SC Policy”) was first adopted by the Board on 30 November 2022. Such
policy aims at providing the Shareholders and potential investors with ready, equal and timely access to balanced and
understandable information of the Company. The Board will review the SC Policy annually to ensure its effectiveness
and compliance with the prevailing regulatory and other requirements.
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A summary of the SC Policy is as follows:

The Company has established a number of channels for maintaining an on-going dialogue with its Shareholders as follows:

@)

(h)

Shareholders can choose the means of receiving corporate communications such as annual reports, interim reports
and circulars by assessing the corporate communications published on the website of the Stock Exchange at
www.hkexnews.hk and the Company’s website at www.shineway.com.hk;

financial highlights, monthly newsflash and results roadshows presentations are also posted on the Company’s
website;

periodic announcements are made through the Stock Exchange and published on the respective websites of the
Stock Exchange and the Company;

corporate information is made available on the Company’s website and the Articles of Association have been
posted on the websites of both the Stock Exchange and the Company;

participate in roadshows and investors’ conferences to meet Shareholders/investors, media and financial analysts;

AGMs and EGMs provide a forum for the Shareholders to make comments and exchange views with the Directors
and senior management;

the Registrar serves the Shareholders in respect of share registration, dividend payment, change of Shareholders’
particulars and related matters; and

Shareholders and the investment community shall be provided with designated contacts, email addresses and
enquiry lines in order to enable them to make any query in respect of the Company.

Having considered the multiple channels of communication and engagement in place, the Board is satisfied that the
SC policy has been properly implemented during the year and is effective.

SHAREHOLDERS’ RIGHTS

(U]

Procedures for members to convene an extraordinary general meeting (“EGM”)
Shareholder(s) holding at the date of deposit of the requisition not less than one-tenth of the paid-up capital of
the Company carrying the right of voting at general meetings of the Company shall at all times have the right,
by written requisition sent to the Board or the Company Secretary of the Company, to require an EGM to be
called by the Board for the transaction of any business specified in such requisition; and such meeting shall be
held within two months after the deposit of such requisition. If within twenty-one days of such deposit the Board
fails to proceed to convene such meeting, the Shareholder(s) concerned himself (themselves) may do so in the
same manner.
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(ii)

(iii)

If the requisition is in order, the Company Secretary will ask the Board to convene an EGM by serving sufficient
notice in accordance with the statutory requirements to all the registered members. On the contrary, if the
requisition is invalid, the Shareholders concerned will be advised of this outcome and accordingly, an EGM will
not be convened as requested.

The notice period to be given to all the registered members for consideration of the proposal raised by the
shareholders concerned at an EGM varies according to the nature of the proposal, as follows:

- not less than twenty-one clear days’ notice in writing if the proposal constitutes a special resolution of the
Company; and

= not less than fourteen clear days’ notice in writing if the proposal constitutes an ordinary resolution of the
Company.

Procedures for putting enquiries to the Board

Shareholder(s) may at any time put forward their enquiries to the Board by sending letter to: Company Secretary
China Shineway Pharmaceutical Group Limited

Suite 3109, 31/F

Central Plaza

18 Harbour Road

Wanchai, Hong Kong

Procedures for putting forward proposals at shareholders’ meetings

According to the Articles of Association, where any shareholder(s) duly qualified to attend and vote at general
meetings of the Company wish(es) to propose a person (other than himself) for election as a Director (the
“Candidate”) at a general meeting of the Company, the following documents must be lodged at the head office or
registered office of the Company: (i) a written notice of such proposal duly signed by the shareholder(s) concerned;
and (i) a written consent duly signed by the Candidate indicating his/her willingness to be elected. The period
for lodgment of the above documents (being a period of at least seven days) shall commence no earlier than
the day after the despatch of the notice of the meeting appointed for such election and end no later than seven
days prior to the date of such meeting.

INVESTOR RELATIONS

During the year, there is no significant change in the Company’s memorandum and articles of association. The Company’s
memorandum and articles of association are available on the website of the Company and that of the Stock Exchange.

CODE OF CONDUCT

Employees of the Group have maintained high levels of ethical standards. The Group published an employee handbook,
setting out standards of professional and ethical conduct for all employees of the Group. Trainings on the contents of
the employee handbook have been held regularly. The employees at all levels are expected to act in an honest, diligent
and responsible manner.
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AUDIT COMMITTEE
REPORT

Dear Shareholders,

The Audit Committee formally met four times during the year and other informal meetings were conducted as and when
necessary. These meetings were held together with senior management and external auditor as and when necessary,
to consider the external auditor’s proposed audit fees, their independence and scope of the audit; review the internal
control and risk management systems; review the interim and annual financial statements, particularly judgmental
areas, accounting principles and practices adopted by the Group; review the external auditor’'s management letter
and management’s response; and review the Group’s adherence to the Corporate Governance Code* as set out in
Appendix C1 to the Listing Rules.

The Audit Committee recommended the Board to re-appoint Deloitte Touche Tohmatsu as external auditor for the fiscal
year 2025 and recommended to approve the interim and annual reports.

* The amendments to the Corporate Governance Code effective on 1 July 2025 will apply to corporate governance reports and annual
reports for financial years commencing on or after 1 July 2025. For the 2025 annual report, the Audit Committee has referred to the
then effective Corporate Governance Code (version up to 30 June 2025).

MEMBERS OF THE AUDIT COMMITTEE
Mr. Liu Shun Fai (Chairman)

Mr. Yew Yat On

Ms. Wang Guihua

27 March 2026
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Deloitte. =)

TO THE SHAREHOLDERS OF
CHINA SHINEWAY PHARMACEUTICAL GROUP LIMITED
FEIHRERRESRA A

(incorporated in the Cayman Islands with limited liability)

OPINION

We have audited the consolidated financial statements of China Shineway Pharmaceutical Group Limited (the “Company”)
and its subsidiaries (collectively referred to as the “Group”) set out on pages 63 to 120, which comprise the consolidated
statement of financial position as at 31 December 2025, and the consolidated statement of profit or loss and other
comprehensive income, consolidated statement of changes in equity and consolidated statement of cash flows for the
year then ended, and notes to the consolidated financial statements, including material accounting policy information
and other explanatory information.

In our opinion, the consolidated financial statements give a true and fair view of the consolidated financial position of the
Group as at 31 December 2025, and of its consolidated financial performance and its consolidated cash flows for the
year then ended in accordance with IFRS Accounting Standards as issued by the International Accounting Standards
Board (“IASB”) and have been properly prepared in compliance with the disclosure requirements of the Hong Kong
Companies Ordinance.

BASIS FOR OPINION

We conducted our audit in accordance with Hong Kong Standards on Auditing (‘HKSASs”) as issued by the Hong
Kong Institute of Certified Public Accountants (‘HKICPA”). Our responsibilities under those standards are further
described in the Auditor’s Responsibilities for the Audit of the Consolidated Financial Statements section of our report.
We are independent of the Group in accordance with the HKICPA’s Code of Ethics for Professional Accountants (the
“Code”), as applicable to audits of financial statements of public interest entities. We have also fulfilled our other ethical
responsibilities in accordance with the Code. We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our opinion.

KEY AUDIT MATTER

Key audit matter is the matter that, in our professional judgment, was of most significance in our audit of the consolidated
financial statements of the current period. The matter was addressed in the context of our audit of the consolidated
financial statements as a whole, and in forming our opinion thereon, and we do not provide a separate opinion on the
matter.

Annual Report 2025 58  China Shineway Pharmaceutical Group Limited



INDEPENDENT
AUDITOR'S REPORT

KEY AUDIT MATTER (Continued)

Key audit matter
Impairment assessment on goodwill

We identified the impairment assessment on goodwill
as a key audit matter due to the involvement of
significant judgements and assumptions in estimating
the recoverable amount of the cash-generating unit to
which goodwill has been allocated.

At 31 December 2025, the Group has goodwill with
carrying amount of RMB165,956,000 relating to
cash-generating unit of manufacturing and trading of
pharmaceutical products. Based on the assessment
made by management of the Group, no impairment
was recognised during the year ended 31 December
2025. Details are disclosed in note 16 to the consolidated
financial statements.

The recoverable amount of the cash-generating unit was
determined based on the value in use calculations which
require the Group to estimate the future cash flows
expected to arise from the cash-generating units and a
suitable discount rate in order to calculate the present
value.

How our audit addressed the key audit matter

Our procedures in relation to the impairment assessment
on goodwill included:

e (Obtaining an understanding of the management’s
process and basis adopted in preparing the cash flow
forecasts, including significant assumptions for the cash-
generating unit;

e (Challenging the reasonableness of the key assumptions
and inputs made by the management, including the
revenue growth rates and gross profit margin based
on the historical financial performance and the industry
trend;

e Engaging our internal valuation expert to evaluate
the appropriateness of the valuation technique, i.e.
discounted cash flows method, and the reasonableness
of discount rates used in the value in use calculations;
and

e FEvaluating the sensitivity analysis performed by the
management in respect of the revenue growth rates
and discount rates to assess the extent of impact on
the value in use.
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OTHER INFORMATION

The directors of the Company are responsible for the other information. The other information comprises the information
included in the annual report, but does not include the consolidated financial statements and our auditor’s report thereon.

Our opinion on the consolidated financial statements does not cover the other information and we do not express any
form of assurance conclusion thereon.

In connection with our audit of the consolidated financial statements, our responsibility is to read the other information
and, in doing so, consider whether the other information is materially inconsistent with the consolidated financial
statements or our knowledge obtained in the audit or otherwise appears to be materially misstated. If, based on the
work we have performed, we conclude that there is a material misstatement of this other information, we are required
to report that fact. We have nothing to report in this regard.

RESPONSIBILITIES OF DIRECTORS AND THOSE CHARGED WITH GOVERNANCE
FOR THE CONSOLIDATED FINANCIAL STATEMENTS

The directors of the Company are responsible for the preparation of the consolidated financial statements that give a true
and fair view in accordance with IFRS Accounting Standards as issued by the IASB and the disclosure requirements of
the Hong Kong Companies Ordinance, and for such internal control as the directors determine is necessary to enable the
preparation of consolidated financial statements that are free from material misstatement, whether due to fraud or error.

In preparing the consolidated financial statements, the directors are responsible for assessing the Group’s ability to
continue as a going concern, disclosing, as applicable, matters related to going concern and using the going concern
basis of accounting unless the directors either intend to liquidate the Group or to cease operations, or have no realistic
alternative but to do so.

Those charged with governance are responsible for overseeing the Group’s financial reporting process.

AUDITOR’S RESPONSIBILITIES FOR THE AUDIT OF THE CONSOLIDATED FINANCIAL
STATEMENTS

Our objectives are to obtain reasonable assurance about whether the consolidated financial statements as a whole
are free from material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes our
opinion solely to you, as a body, in accordance with our agreed terms of engagement, and for no other purpose. We
do not assume responsibility towards or accept liability to any other person for the contents of this report. Reasonable
assurance is a high level of assurance, but is not a guarantee that an audit conducted in accordance with HKSAs will
always detect a material misstatement when it exists. Misstatements can arise from fraud or error and are considered
material if, individually or in the aggregate, they could reasonably be expected to influence the economic decisions of
users taken on the basis of these consolidated financial statements.
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AUDITOR’S RESPONSIBILITIES FOR THE AUDIT OF THE CONSOLIDATED FINANCIAL
STATEMENTS (Continued)

As part of an audit in accordance with HKSAs, we exercise professional judgment and maintain professional skepticism
throughout the audit. We also:

° Identify and assess the risks of material misstatement of the consolidated financial statements, whether due to
fraud or error, design and perform audit procedures responsive to those risks, and obtain audit evidence that is
sufficient and appropriate to provide a basis for our opinion. The risk of not detecting a material misstatement
resulting from fraud is higher than for one resulting from error, as fraud may involve collusion, forgery, intentional
omissions, misrepresentations, or the override of internal control.

o Obtain an understanding of internal control relevant to the audit in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the
Group’s internal control.

° Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates and
related disclosures made by the directors.

° Conclude on the appropriateness of the directors’ use of the going concern basis of accounting and, based on
the audit evidence obtained, whether a material uncertainty exists related to events or conditions that may cast
significant doubt on the Group’s ability to continue as a going concern. If we conclude that a material uncertainty
exists, we are required to draw attention in our auditor’s report to the related disclosures in the consolidated
financial statements or, if such disclosures are inadequate, to modify our opinion. Our conclusions are based
on the audit evidence obtained up to the date of our auditor’s report. However, future events or conditions may
cause the Group to cease to continue as a going concern.

° Evaluate the overall presentation, structure and content of the consolidated financial statements, including the
disclosures, and whether the consolidated financial statements represent the underlying transactions and events
in a manner that achieves fair presentation.

° Plan and perform the group audit to obtain sufficient appropriate audit evidence regarding the financial information
of the entities or business activities within the Group as a basis for forming an opinion on the group financial
statements. We are responsible for the direction, supervision and review of the audit work performed for the
purpose of the group audit. We remain solely responsible for our audit opinion.

We communicate with those charged with governance regarding, among other matters, the planned scope and timing

of the audit and significant audit findings, including any significant deficiencies in internal control that we identify during
our audit.
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AUDITOR’S RESPONSIBILITIES FOR THE AUDIT OF THE CONSOLIDATED FINANCIAL
STATEMENTS (Continued)

We also provide those charged with governance with a statement that we have complied with relevant ethical requirements
regarding independence, and to communicate with them all relationships and other matters that may reasonably be
thought to bear on our independence, and where applicable, actions taken to eliminate threats or safeguards applied.

From the matter communicated with those charged with governance, we determine the matter that was of most
significance in the audit of the consolidated financial statements of the current period and are therefore the key audit
matter. We describe the matter in our auditor’s report unless law or regulation precludes public disclosure about the
matter or when, in extremely rare circumstances, we determine that a matter should not be communicated in our
report because the adverse consequences of doing so would reasonably be expected to outweigh the public interest
benefits of such communication.

The engagement partner on the audit resulting in this independent auditor’s report is Li, Fung Tun (practicing certificate
number: PO7302).

Deloitte Touche Tohmatsu
Certified Public Accountants
Hong Kong

27 March 2026
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CONSOLIDATED STATEMENT OF PROFIT OR

LOSS AND OTHER COMPREHENSIVE INCOME

FOR THE YEAR ENDED 31 DECEMBER 2025

2025 2024
NOTES RMB’000 RMB’000
Revenue 5 3,135,419 3,778,043
Cost of sales (869,212) (946,294)
Gross profit 2,266,207 2,831,749
Other income 178,245 182,426
Investment income 6 393,313 189,354
Other gains and losses 21,326 (65,920)
Impairment losses (including reversals of impairment losses or
impairment gains) on financial assets 7 (35,735) (6,612)
Selling and distribution costs (1,165,616) (1,597,305)
Administrative expenses (279,687) (291,320)
Research and development costs (103,102) (100,522)
Finance costs 8 (5,685) (6,129)
Profit before taxation 9 1,269,266 1,145,721
Taxation 10 (319,318) (305,669)
Profit and total comprehensive income for the year 949,948 840,052
Earnings per share 13
— Basic (RMB) 126 cents 111 cents
— Diluted (RMB) 126 cents 111 cents
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LIDATED STATEMENT OF
FINANCIAL POSITION

AT 31 DECEMBER 2025

2025 2024
NOTES RMB’000 RMB’000
Non-current assets
Property, plant and equipment 14 1,248,527 1,219,402
Intangible assets 15 15,722 23,323
Goodwill 16 165,956 165,956
Deferred tax assets 17 42,697 34,326
1,472,902 1,443,007
Current assets
Inventories 18 691,298 813,190
Trade receivables 19 805,933 908,115
Trade receivables backed by bank bills 19 194,154 293,762
Prepayments, deposits and other receivables 19 47,161 93,283
Financial assets at fair value through profit or loss 20 376,640 350,020
Bank balances and cash 21 7,189,047 6,140,153
9,304,233 8,598,523
Current liabilities
Trade payables 22 340,026 367,046
Trade payables backed by bank bills 22 - 35,918
Other payables and accrued expenses 22 1,540,266 1,508,955
Contract liabilities 22 148,006 26,437
Bank borrowings 23 325,051 330,000
Lease liabilities 24 9,064 8,271
Amounts due to related companies 25 13,784 13,784
Deferred income 26 73,857 76,815
Tax payable 60,217 84,270
2,510,271 2,449,996
Net current assets 6,793,962 6,148,527
Total assets less current liabilities 8,266,864 7,591,534
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FINANCIAL POSITION

AT 31 DECEMBER 2025

2025 2024
NOTES RMB’000 RMB’000
Non-current liabilities
Lease liabilities 24 787 8,256
Deferred tax liabilities 17 98,021 34,521
Deferred income 26 106,242 81,853
205,050 124,630
Net assets 8,061,814 7,466,904
Capital and reserves
Share capital 27 87,662 87,662
Reserves 7,974,152 7,379,242
Total equity 8,061,814 7,466,904

The consolidated financial statements on pages 63 to 120 were approved and authorised for issue by the board of
directors on 27 March 2026 and are signed on its behalf by:

LI ZHENJIANG

DIRECTOR

LI HUIMIN
DIRECTOR
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NSOLIDATED STATEMENT OF
CHANGES IN EQUITY

FOR THE YEAR ENDED 31 DECEMBER 2025

Statutory Shares held

surplus  Discretionary  for share
Share Share Merger reserve surplus award  Accumulated Total
capital  premium reserve fund  reserve fund scheme profits equity
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'O00  RMB'000

(Note a) (Note b) (Note b)

At 1 January 2024 87,662 422,140 83,758 538,815 154,760 (578,649) 6,326,282 7,034,768
Profit and total comprehensive income for the year - - - - - - 840,062 840,052
Transfers - - - 31,982 - - (31,982) -
Dividends paid (note 12) - - - - - - (407916)  (407,916)
At 31 December 2024 87,662 422,140 83,758 570,797 154,760  (578,649) 6,726,436 7,466,904
Proft and total comprehensive income for the year - - - - - - 949,048 949,948
Transfers - - - 1,806 - - (1,806) -
Dividends paid (note 12) - - - - - - (355,038)  (355,038)
At 31 December 2025 87,662 422,140 83,758 572,603 154,760  (578,649) 7,319,540 8,061,814

Notes:

(@) Merger reserve of China Shineway Pharmaceutical Group Limited (the “Company”) and its subsidiaries (collectively referred to as the
“Group”) represents the difference between the net asset value of the subsidiaries and the nominal amount of the Company’s shares
which were issued as consideration for the subsidiaries at the time of the group reorganisation in preparation for the listing of the
Company’s shares.

(b) Statutory surplus reserve fund and discretionary surplus reserve fund are appropriated each year by certain subsidiaries in the People’s
Republic of China (the “PRC”) on the basis of 10% of the profit after taxation as determined by the board of directors of the relevant
subsidiaries and at the rate decided by the shareholders annually in accordance with the Articles of Associations (“Articles”) of the
relevant subsidiaries. According to the provision of the Articles, in normal circumstances, this reserve should only be used for making
up losses, capitalisation into capital and expansion of production and operation.
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CONSOLIDATED STATEMENT OF
CASH FLOWS

FOR THE YEAR ENDED 31 DECEMBER 2025

2025 2024
RMB’000 RMB’000
Operating activities
Profit before taxation 1,269,266 1,145,721
Adjustments for:
Depreciation of property, plant and equipment 63,283 59,268
Amortisation of intangible assets 7,601 9,467
Impairment losses (including reversals of impairment losses or
impairment gains) on financial assets 35,735 6,612
Write-down of inventories 19,818 -
Gain on disposal of property, plant and equipment (4,831) 91)
Gains on disposal of subsidiaries - (3,919)
Net unrealised exchange (gain) loss (29,842) 47,173
Interest income (216,360) (176,718)
Investment income from financial products (176,953) (12,636)
Government grants recognised as other income (15,650) (11,679)
Finance costs 5,685 6,129
Operating cash flows before movements in working capital 957,752 1,069,327
Decrease in inventories 182,060 169,973
Decrease in trade receivables 166,055 51,760
Decrease (increase) in prepayments, deposits and other receivables 46,122 (2,911)
Decrease in trade payables (62,938) (80,124)
Increase in other payables and accrued expenses 49,655 108,384
Increase (decrease) in contract liabilities 121,569 (25,123)
Cash generated from operations 1,460,275 1,291,286
PRC Enterprise Income Tax paid (217,955) (246,399)
Withholding tax paid (70,287) (81,752)
Net cash from operating activities 1,172,033 963,135
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2025 2024
RMB’000 RMB’000

Investing activities
Placement of financial products (798,917) (844,997)
Purchase of property, plant and equipment (197,905) (140,112)
Government grants received 38,581 4117
Proceeds from disposal of property, plant and equipment 14,663 4,710
Proceeds from redemption of structured deposits - 20,000
Interest received 216,360 174,224
Proceeds from redemption of financial products 949,250 507,613
Net cash inflow on disposal of subsidiaries - 2,335
Net cash from (used in) investing activities 222,032 (272,110)

Financing activities
Dividends paid (355,038) (407,916)
Repayment of lease liabilities (9,341) (8,288)
Repayment of bank borrowings (330,000) (300,000)
Interest paid (5,685) 6,271)
New bank borrowings raised 325,051 330,000
Net cash used in financing activities (375,013) (892,475)
Net increase in cash and cash equivalents 1,019,052 298,550
Cash and cash equivalents at beginning of the year 6,140,153 5,888,776
Effect of exchange rate changes of cash and cash equivalents 29,842 47,173)

Cash and cash equivalents at end of the year,

representing by bank balances and cash 7,189,047 6,140,153
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2025

GENERAL INFORMATION

The Company is a listed company registered as an exempted company with limited liability in the Cayman Islands
under the Companies Law, Cap. 22 (Law 3 of 1961, as consolidated and revised) of the Cayman Islands on
14 August 2002 and its shares are listed on the Main Board of The Stock Exchange of Hong Kong Limited (the
“Stock Exchange”). The immediate holding and ultimate holding company of the Company is Forway Investment
Limited, a company incorporated in the British Virgin Islands (“BVI”) with limited liability, with Hong Kong business
license (No.72321145).

The consolidated financial statements are presented in Renminbi (“RMB”), which is also the functional currency
of the Company.

The Company acts as an investment holding company. The principal activities of its principal subsidiaries are
engaged in research and development, manufacturing and trading of Chinese pharmaceutical products.

APPLICATION OF NEW AND AMENDMENTS TO IFRS ACCOUNTING STANDARDS
Amendments to an IFRS Accounting Standard that are mandatorily effective for the
current year

In the current year, the Group has applied the following amendments to an IFRS Accounting Standard as issued by
the International Accounting Standards Board (the “IASB”) for the first time, which are mandatorily effective for the
Group’s annual period beginning on 1 January 2025 for the preparation of the consolidated financial statements:

Amendments to IAS 21 Lack of Exchangeability
The application of the amendments to an IFRS Accounting Standard in the current year has no material impact

on the Group’s financial positions and performance for the current and prior years and/or on the disclosures set
out in these consolidated financial statements.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2025

2. APPLICATION OF NEW AND AMENDMENTS TO IFRS ACCOUNTING STANDARDS
(Continued)

New and amendments to IFRS Accounting Standards in issue but not yet effective

The Group has not early applied the following new and amendments to IFRS Accounting Standards that have
been issued but are not yet effective:

Amendments to IFRS 9 and IFRS 7 Amendments to the Classification and Measurement of
Financial Instruments?

Amendments to IFRS 9 and IFRS 7 Contracts Referring Nature-dependent Electricity?

Amendment to IFRS 10 and IAS 28 Sale or Contribution of Assets between an Investor and
its Associate and Joint Venture'

Amendments to IFRS Accounting Standards Annual Improvements to IFRS Accounting Standards —
Volume 112

IFRS 18 Presentation and Disclosure in Financial Statements®

Amendments to IAS 21 Translation to a Hyperinflationary Presentation Currency?®

L Effective for annual periods beginning on or after a date to be determined.
2 Effective for annual periods beginning on or after 1 January 2026.
g Effective for annual periods beginning on or after 1 January 2027.

Except for the new IFRS Accounting Standard mentioned below, the directors of the Company anticipate that
the application of all other new and amendments to IFRS Accounting Standards will have no material impact on
the consolidated financial statements in the foreseeable future.

IFRS 18 Presentation and Disclosure in Financial Statements

IFRS 18 Presentation and Disclosure in Financial Statements, which sets out requirements on presentation
and disclosures in financial statements, will replace IAS 1 Presentation of Financial Statements. This new IFRS
Accounting Standard, while carrying forward many of the requirements in IAS 1, introduces new requirements
to present specified categories and defined subtotals in the statement of profit or loss; provide disclosures on
management-defined performance measures in the notes to the financial statements and improve aggregation
and disaggregation of information to be disclosed in the financial statements. In addition, some IAS 1 paragraphs
have been moved to IAS 8 Accounting Policies, Changes in Accounting Estimates and Errors (the title of which
will be changed to Basis of Preparation of Financial Statements upon effective of IFRS 18) and IFRS 7. Minor
amendments to IAS 7 Statement of Cash Flows and IAS 33 Earnings per Share are also made.

IFRS 18, and amendments to other standards, will be effective for annual periods beginning on or after 1 January
2027, with early application permitted. IFRS 18 requires retrospective application with specific transition provisions.
The application of the new standard is not expected to have significant impact on the financial performance and
position of the Group in terms of recognition and measurement. However, it is expected to affect the structure
and presentation of the consolidated statement of profit or loss.
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3. BASIS OF PREPARATION OF CONSOLIDATED FINANCIAL STATEMENTS AND
MATERIAL ACCOUNTING POLICY INFORMATION

3.1

3.2

Basis of preparation of consolidated financial statements

The consolidated financial statements have been prepared in accordance with IFRS Accounting Standards
as issued by the IASB. For the purpose of preparation of the consolidated financial statements, information
is considered material if such information is reasonably expected to influence decisions made by primary
users. In addition, the consolidated financial statements include applicable disclosures required by the Rules
Governing the Listing of Securities on The Stock Exchange (the “Listing Rules”) and by the Hong Kong
Companies Ordinance (the “CQO”).

The directors of the Company have, at the time of approving the consolidated financial statements, a
reasonable expectation that the Group has adequate resources to continue in operational existence for the
foreseeable future. Thus they continue to adopt the going concern basis of accounting in preparing the
consolidated financial statements.

Material accounting policy information

Goodwill

Goodwill arising from an acquisition of a business is carried at cost as established at the date of acquisition
of the business less accumulated impairment losses, if any.

For the purposes of impairment testing, goodwill is allocated to each of the Group’s cash-generating units
(or group of cash-generating units) that is expected to benefit from the synergies of the combination, which
represent the lowest level at which the goodwill is monitored for internal management purposes and not
larger than an operating segment.

A cash-generating unit (or group of cash-generating units) to which goodwill has been allocated is tested
for impairment annually or more frequently when there is an indication that the unit may be impaired. For
goodwill arising on an acquisition in an annual period, the cash-generating unit (or group of cash-generating
units) to which goodwill has been allocated is tested for impairment before the end of that annual period.
If the recoverable amount is less than its carrying amount, the impairment loss is allocated first to reduce
the carrying amount of any goodwill and then to the other assets on a pro-rata basis based on the carrying
amount of each asset in the unit (or group of cash-generating units).

On disposal of the relevant cash-generating unit or any of the cash-generating unit within the group of
cash-generating units, the attributable amount of goodwill is included in the determination of the amount
of profit or loss on disposal. When the Group disposes of an operation within the cash-generating unit
(or a cash-generating unit within a group of cash-generating units), the amount of goodwill disposed of is
measured on the basis of the relative values of the operation (or the cash-generating unit) disposed of and
the portion of the cash-generating unit (or the group of cash-generating units) retained, unless the Group can
demonstrate that some other method better reflects the goodwill associated with the operation disposed of.
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3. BASIS OF PREPARATION OF CONSOLIDATED FINANCIAL STATEMENTS AND
MATERIAL ACCOUNTING POLICY INFORMATION (Continued)

3.2 Material accounting policy information (Continued)

Revenue from contracts with customers
The Group recognises revenue when (or as) a performance obligation is satisfied, i.e. when “control” of the
goods or services underlying the particular performance obligation is transferred to the customer.

The Group recognises revenue on sale of pharmaceutical products at a point in time when control of the
goods has transferred, being when the goods are delivered to the customer. Transportation and other
related activities that occur before customers obtain control of the related goods are considered as fulfilment
activities.

A contract liability represents the Group’s obligation to transfer goods or services to a customer for which
the Group has received consideration (or an amount of consideration is due) from the customer.

Government grants
Government grants are not recognised until there is reasonable assurance that the Group will comply with
the conditions attaching to them and that the grants will be received.

Government grants are recognised in profit or loss on a systematic basis over the periods in which the
Group recognises as expenses the related costs for which the grants are intended to compensate.
Specifically, government grants whose primary condition is that the Group should purchase, construct or
otherwise acquire non-current assets are recognised as deferred income in the consolidated statement of
financial position and transferred to profit or loss on a systematic and rational basis over the useful lives of
the related assets.

Government grants related to income that are receivable as compensation for expenses or losses already
incurred or for the purpose of giving immediate financial support to the Group with no future related costs
are recognised in profit or loss in the period in which they become receivable. Such grants are presented
under “other income”.

Taxation
Income tax expense represents the sum of the current and deferred income tax expense.

The tax currently payable is based on taxable profit for the year. Taxable profit differs from profit before
taxation because of income or expense that are taxable or deductible in other years and items that are
never taxable or deductible. The Group’s liability for current tax is calculated using tax rates that have been
enacted or substantively enacted by the end of the reporting period.

Annual Report 2025 72 China Shineway Pharmaceutical Group Limited



NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2025

3. BASIS OF PREPARATION OF CONSOLIDATED FINANCIAL STATEMENTS AND

MATERIAL ACCOUNTING POLICY INFORMATION (Continuea)

3.2 Material accounting policy information (Continued)
Taxation (Continued)
Deferred tax is recognised on temporary differences between the carrying amounts of assets and liabilities
in the consolidated financial statements and the corresponding tax bases used in the computation of
taxable profit. Deferred tax liabilities are generally recognised for all taxable temporary differences. Deferred
tax assets are generally recognised for all deductible temporary difference to the extent that it is probable
that taxable profits will be available against which those deductible temporary differences can be utilised.
Such deferred tax assets and liabilities are not recognised if the temporary difference arises from the initial
recognition (other than in a business combination) of assets and liabilities in a transaction that affects neither
the taxable profit nor the accounting profit and at the time of the transaction does not give rise to equal
taxable and deductible temporary differences. In addition, deferred tax liabilities are not recognised if the
temporary difference arises from the initial recognition of goodwill.

Deferred tax liabilities are recognised for taxable temporary differences associated with investments in
subsidiaries, except where the Group is able to control the reversal of the temporary difference and it is
probable that the temporary difference will not reverse in the foreseeable future. Deferred tax assets arising
from deductible temporary differences associated with such investments are only recognised to the extent
that it is probable that there will be sufficient taxable profits against which to utilise the benefits of the
temporary differences and they are expected to reverse in the foreseeable future.

The carrying amount of deferred tax assets is reviewed at the end of the reporting period and reduced to
the extent that it is no longer probable that sufficient taxable profits will be available to allow all or part of
the asset to be recovered.

Deferred tax assets and deferred tax liabilities are measured at the tax rates that are expected to apply in
the period in which the liability is settled or the asset is realised, based on tax rate (and tax laws) that have
been enacted or substantively enacted by the end of the reporting period.

The measurement of deferred tax liabilities and assets reflects the tax consequences that would follow from
the manner in which the Group expects, at the end of the reporting period, to recover or settle the carrying
amount of its assets and liabilities.

For the purposes of measuring deferred tax for leasing transactions in which the Group recognises the
right-of-use assets and the related lease liabilities, the Group first determines whether the tax deductions
are attributable to the right-of-use assets or the lease liabilities.

For leasing transactions in which the tax deductions are attributable to the lease liabilities, the Group
applies IAS 12 requirements to the leasing liabilities and related assets separately. The Group recognises
a deferred tax asset related to lease liabilities to the extent that it is probable that taxable profit will be
available against which the deductible temporary difference can be utilised and a deferred tax liability for
all taxable temporary differences.
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3. BASIS OF PREPARATION OF CONSOLIDATED FINANCIAL STATEMENTS AND
MATERIAL ACCOUNTING POLICY INFORMATION (Continued)
3.2 Material accounting policy information (Continued)
Taxation (Continued)
Deferred tax assets and liabilities are offset when there is a legally enforceable right to set off current tax
assets against current tax liabilities and when they relate to income taxes levied to the same taxable entity
by the same taxation authority.

Current and deferred tax are recognised in profit or loss.

Property, plant and equipment

Property, plant and equipment are tangible assets that are held for use in the production or supply of goods
or services, or for administrative purposes (other than construction in progress as described below). Property,
plant and equipment are stated in the consolidated statement of financial position at cost less subsequent
accumulated depreciation and subsequent accumulated impairment losses, if any.

Buildings and plant and machineries in the course of construction for production, supply or administrative
purposes are carried at cost, less any recognised impairment loss. Costs include any costs directly
attributable to bringing the asset to the location and condition necessary for it to be capable of operating
in the manner intended by managements including costs of testing whether the related assets is functioning
properly and, for qualifying assets, borrowing costs capitalised in accordance with the Group’s accounting
policy. Depreciation of these assets, on the same basis as other property assets, commences when the
assets are ready for their intended use.

When the Group makes payments for ownership interests of properties which includes both leasehold land
and building elements, the entire consideration is allocated between the leasehold land and the building
elements in proportion to the relative fair values at initial recognition. To the extent the allocation of the relevant
payments can be made reliably, interest in leasehold land is presented as “right-of-use assets” under the
heading of property, plant and equipment in the consolidated financial statements. When the consideration
cannot be allocated reliably between non-lease building element and undivided interest in the underlying
leasehold land, the entire properties are classified as property, plant and equipment.

Depreciation is recognised so as to write off the cost of assets other than construction in progress less their
residual values over their estimated useful lives using the straight-line method. The estimated useful lives,
residual values and depreciation method are reviewed at the end of each reporting period, with the effect
of any changes in estimate accounted for on a prospective basis.

An item of property, plant and equipment is derecognised upon disposal or when no future economic
benefits are expected to arise from the continued use of the asset. Any gain or loss arising on the disposal
or retirement of an item of property, plant and equipment is determined as the difference between the sales
proceeds and the carrying amount of the asset and is recognised in profit or loss.
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3. BASIS OF PREPARATION OF CONSOLIDATED FINANCIAL STATEMENTS AND

MATERIAL ACCOUNTING POLICY INFORMATION (Continued)

3.2 Material accounting policy information (Continued)
Intangible assets
Intangible assets acquired separately
Intangible assets with finite useful lives that are acquired separately are carried at cost less accumulated
amortisation and any accumulated impairment losses. Amortisation for intangible assets with finite useful
lives is recognised on a straight-line basis over their estimated useful lives. The estimated useful life and
amortisation method are reviewed at the end of each reporting period, with the effect of any changes in
estimate being accounted for on a prospective basis.

Intangible assets acquired in a business combination
Intangible assets acquired in a business combination are recognised separately from goodwill and are initially
recognised at their fair value at the acquisition date (which is regarded as their cost).

Subsequent to initial recognition, intangible assets acquired in a business combination with finite useful lives
are reported at cost less accumulated amortisation and any accumulated impairment losses, on the same
basis as intangible assets that are acquired separately.

An intangible asset is derecognised on disposal, or when no future economic benefits are expected from use
or disposal. Gains or losses arising from derecognition of an intangible asset, measured as the difference
between the net disposal proceeds and the carrying amount of the asset, are recognised in profit or loss
when the asset is derecognised.

Impairment on property, plant and equipment (including right-of-use assets) and intangible
assets (other than goodwill)

At the end of the reporting period, the Group reviews the carrying amounts of its property, plant and
equipment (including right-of-use assets) and intangible assets with finite useful lives to determine whether
there is any indication that these assets have suffered an impairment loss. If any such indicator exists, the
recoverable amount of the relevant asset is estimated in order to determine the extent of the impairment
loss (if any).

The recoverable amount of property, plant and equipment (including right-of-use assets) and intangible
assets are estimated individually. When it is not possible to estimate the recoverable amount individually,
the Group estimates the recoverable amount of the cash-generating unit to which the asset belongs.

In testing a cash-generating unit for impairment, corporate assets are allocated to the relevant cash-
generating unit when a reasonable and consistent basis of allocation can be established, or otherwise they
are allocated to the smallest group of cash-generating units for which a reasonable and consistent allocation
basis can be established. The recoverable amount is determined for the cash-generating unit or group of
cash-generating units to which the corporate asset belongs, and is compared with the carrying amount of
the relevant cash-generating unit or group of cash-generating units.
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MATERIAL ACCOUNTING POLICY INFORMATION (Continued)

3.2 Material accounting policy information (Continued)
Impairment on property, plant and equipment (including right-of-use assets) and intangible
assets (other than goodwill) (Continued)
Recoverable amount is the higher of fair value less costs of disposal and value in use. In assessing value
in use, the estimated future cash flows are discounted to their present value using a pre-tax discount rate
that reflects current market assessments of the time value of money and the risks specific to the asset (or
a cash-generating unit) for which the estimates of future cash flows have not been adjusted.

If the recoverable amount of an asset (or a cash-generating unit) is estimated to be less than its carrying
amount, the carrying amount of the asset (or a cash-generating unit) is reduced to its recoverable amount.
For corporate assets or portion of corporate assets which cannot be allocated on a reasonable and consistent
basis to a cash-generating unit, the Group compares the carrying amount of a group of cash-generating
units, including the carrying amounts of the corporate assets or portion of corporate assets allocated to
that group of cash-generating units, with the recoverable amount of the group of cash-generating units. In
allocating the impairment loss, the impairment loss is allocated first to reduce the carrying amount of any
goodwill (if applicable) and then to the other assets on a pro-rata basis based on the carrying amount of
each asset in the unit or the group of cash-generating units. The carrying amount of an asset is not reduced
below the highest of its fair value less costs of disposal (if measurable), its value in use (if determinable)
and zero. The amount of the impairment loss that would otherwise have been allocated to the asset is
allocated pro rata to the other assets of the unit or the group of cash-generating units. An impairment loss
is recognised immediately in profit or loss.

Where an impairment loss subsequently reverses, the carrying amount of the asset (or cash-generating unit or
a group of cash-generating units) is increased to the revised estimate of its recoverable amount, but so that
the increased carrying amount does not exceed the carrying amount that would have been determined had
no impairment loss been recognised for the asset (or a cash-generating unit or a group of cash-generating
units) in prior years. A reversal of an impairment loss is recognised immediately in profit or loss.

Cash and cash equivalents
Bank balances and cash presented on the consolidated statement of financial position include:

(@  cash, which comprises of cash on hand and demand deposits; and

(o)  cash equivalents, which comprises of short-term (generally with original maturity of three months or
less), highly liquid investments that are readily convertible to a known amount of cash and which
are subject to an insignificant risk of changes in value. Cash equivalents are held for the purpose of

meeting short-term cash commitments rather than for investment or other purposes.

For the purposes of the consolidated statement of cash flows, cash and cash equivalents consist of bank
balances and cash as defined above.
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MATERIAL ACCOUNTING POLICY INFORMATION (Continued)

3.2 Material accounting policy information (Continued)
Inventories
Inventories are stated at the lower of cost and net realisable value. Costs of inventories are determined on
a weighted average method. Net realisable value represents the estimated selling price for inventories less
all estimated costs of completion and costs necessary to make the sale. Costs necessary to make the sale
include incremental costs directly attributable to the sale and non-incremental costs which the Group must
incur to make the sale, including costs to be incurred in marketing, selling and distribution.

Provisions

Provisions are recognised when the Group has a present obligation (legal or constructive) as a result of a
past event, it is probable that the Group will be required to settle that obligation, and a reliable estimate
can be made of the amount of the obligation.

The amount recognised as a provision is the best estimate of the consideration required to settle the present
obligation at the end of the reporting period, taking into account the risks and uncertainties surrounding the
obligation. When a provision is measured using the cash flows estimated to settle the present obligation,
its carrying amount is the present value of those cash flows (where the effect of the time value of money
is material).

Financial instruments

Financial assets

All regular way purchases or sales of financial assets are recognised and derecognised on a trade date
basis. Regular way purchases or sales are purchases or sales of financial assets that require delivery of
assets within the time frame established generally by regulation or convention in the market place concerned.

All recognised financial assets are measured subsequently in their entirety at either amortised cost or fair
value, depending on the classification of the financial assets.

Classification and subsequent measurement of financial assets
Financial assets that meet the following conditions are subsequently measured at amortised cost:

° the financial asset is held within a business model whose objective is to collect contractual cash flows;
and

° the contractual terms give rise on specified dates to cash flows that are solely payments of principal
and interest on the principal amount outstanding.

All other financial assets are subsequently measured at fair value through profit and loss (‘FVTPL”), except
that at initial recognition of a financial asset the Group may irrevocably elect to present subsequent changes
in fair value of an equity investment in other comprehensive income if that equity investment is neither held
for trading nor contingent consideration recognised by an acquirer in a business combination to which IFRS
3 Business Combinations applies.
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3. BASIS OF PREPARATION OF CONSOLIDATED FINANCIAL STATEMENTS AND
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3.2 Material accounting policy information (Continued)
Financial instruments (Continued)
Financial assets (Continued)
Classification and subsequent measurement of financial assets (Continued)
A financial asset is held for trading if:

° it has been acquired principally for the purpose of selling in the near term; or

° on initial recognition it is a part of a portfolio of identified financial instruments that the Group manages
together and has a recent actual pattern of short-term profit-taking; or

° it is a derivative, except for a derivative that is a designated and effective as a hedging instrument.

In addition, the Group may irrevocably designate a financial asset that are required to be measured at
the amortised cost or fair value through other comprehensive income as measured at FVTPL if doing so
eliminates or significantly reduces an accounting mismatch.

(i) Amortised cost and interest income

Interest income is recognised using the effective interest method for financial assets measured
subsequently at amortised cost. Interest income is calculated by applying the effective interest rate
to the gross carrying amount of a financial asset, except for financial assets that have subsequently
become credit-impaired (see below). For financial assets that have subsequently become credit-
impaired, interest income is recognised by applying the effective interest rate to the amortised cost
of the financial asset from the next reporting period. If the credit risk on the credit-impaired financial
instrument improves so that the financial asset is no longer credit-impaired, interest income is
recognised by applying the effective interest rate to the gross carrying amount of the financial asset
from the beginning of the reporting period following the determination that the asset is no longer
credit-impaired.

(i)  Financial assets at FVTPL
Financial assets that do not meet the criteria for being measured at amortised cost or fair value through
other comprehensive income or designated as fair value through other comprehensive income are
measured at FVTPL.

Financial assets at FVTPL are measured at fair value at the end of each reporting period, with any

fair value gains or losses recognised in profit or loss. The net gain or loss recognised in profit or loss
includes interest earned on the financial assets and is included in the “investment income” line item.
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MATERIAL ACCOUNTING POLICIES (Continued)

3.2 Material accounting policy information (Continued)
Financial instruments (Continued)
Financial assets (Continued)
Impairment of financial assets subject to impairment assessment under IFRS 9 “Financial Instruments”
(“IFRS 9”)
The Group performs impairment assessment under expected credit loss (“ECL”) model on financial assets
(including trade receivables, trade receivables backed by bank bills, deposits and other receivables, and
bank balances) which are subject to impairment assessment under IFRS 9. The amount of ECL is updated
at each reporting date to reflect changes in credit risk since initial recognition.

Lifetime ECL represents the ECL that will result from all possible default events over the expected life of
the relevant instrument. In contrast, 12-month ECL (“12m ECL”) represents the portion of lifetime ECL
that is expected to result from default events that are possible within 12 months after the reporting date.
Assessments are done based on the Group’s historical credit loss experience, adjusted for factors that
are specific to the debtors, general economic conditions and an assessment of past events and current
conditions at the reporting date as well as the forecast of future economic conditions.

The Group always recognises lifetime ECL for trade receivables and trade receivables backed by bank bills.

For all other instruments, the Group measures the loss allowance equal to 12m ECL, unless when there has
been a significant increase in credit risk since initial recognition, in which case the Group recognises lifetime
ECL. The assessment of whether lifetime ECL should be recognised is based on significant increases in the
likelihood or risk of a default occurring since initial recognition.

Measurement and recognition of ECL

The measurement of ECL is a function of the probability of default, loss given default (i.e. the magnitude of
the loss if there is a default) and the exposure at default. The assessment of the probability of default and
loss given default is based on historical data and forward-looking information. Estimation of ECL reflects an
unbiased and probability-weighted amount that is determined with the respective risks of default occurring
as the weights.

Generally, the ECL is the difference between all contractual cash flows that are due to the Group in
accordance with the contract and the cash flows that the Group expects to receive, discounted at the

effective interest rate determined at initial recognition.

For collective assessment, the Group takes into consideration the following characteristics when formulating
the grouping:

° Past-due status;
° Nature, size and industry of debtors; and
° External credit ratings where available.

The grouping is regularly reviewed by management to ensure the constituents of each group continue to
share similar credit risk characteristics.
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3.2 Material accounting policy information (Continued)

Financial instruments (Continued)

Financial assets (Continued)

Derecognition of financial assets

The Group derecognises a financial asset only when the contractual rights to the cash flows from the asset
expire, or when it transfers the financial asset and substantially all the risks and rewards of ownership of
the asset to another entity.

On derecognition of a financial asset measured at amortised cost, the difference between the asset’s
carrying amount and the sum of the consideration received and receivable is recognised in profit or loss.

Financial liabilities and equity

Classification as debt or equity

Debt and equity instruments are classified as either financial liabilities or as equity in accordance with the
substance of the contractual arrangements and the definitions of a financial liability and an equity instrument.

Equity instruments

An equity instrument is any contract that evidences a residual interest in the assets of an entity after
deducting all of its liabilities. Equity instruments issued by the Company are recognised at the proceeds
received, net of direct issue costs.

Repurchase of the Company’s own equity instruments is recognised and deducted directly in equity. No
gain or loss is recognised in profit or loss on the purchase, sale, issue or cancellation of the Company’s
own equity instruments.

Financial liabilities
All financial liabilities are subsequently measured at amortised cost using the effective interest method or
at FVTPL.

Financial liabilities at amortised cost

Financial liabilities including trade payables, trade payables backed by bank bills, other payables, bank
borrowings and amounts due to related companies are subsequently measured at amortised cost, using
the effective interest method.

Derecognition of financial liabilities

The Group derecognises financial liabilities when, and only when, the Group’s obligations are discharged,
cancelled or have expired. The difference between the carrying amount of the financial liability derecognised
and the consideration paid and payable is recognised in profit or loss.
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KEY SOURCES OF ESTIMATION UNCERTAINTY

In the application of the Group’s accounting policies, which are described in note 3, the directors of the Company
are required to make judgements, estimates and assumptions about the carrying amounts of assets and liabilities
that are not readily apparent from other sources. The estimates and underlying assumptions are based on historical
experience and other factors that are considered to be relevant. Actual results may differ from these estimates.

The estimates and underlying assumptions are reviewed on an on-going basis. Revisions to accounting estimates
are recognised in the period in which the estimate is revised if the revision affects only that period, or in the period
of the revision and future periods.

The followings are the key assumptions concerning the future, and other key sources of estimation uncertainty at
the end of the reporting period that may have a significant risk of causing a material adjustment to the carrying
amounts of assets within the next financial year.

Estimated impairment of goodwill

Determining whether goodwill is impaired requires an estimation of the recoverable amount of the cash-generating
unit (or group of cash-generating units) to which goodwill has been allocated, which is the higher of the value
in use or fair value less costs of disposal. The value in use calculation requires the Group to estimate the future
cash flows expected to arise from the cash-generating units (or group of cash-generating units) and a suitable
discount rate in order to calculate the present value. The estimated uncertainty mainly includes gross profit margin,
discount rate and growth rate. Where the actual future cash flows are less than expected, or change in facts
and circumstances which results in downward revision of future cash flows or upward revision of discount rate,
a material impairment loss or a further impairment loss may arise.

As at 31 December 2025, the carrying amount of goodwill is RMB165,956,000 (2024: RMB165,956,000) (net
of accumulated impairment loss of RMB56,794,000 (2024: RMB56,794,000)). Details of the recoverable amount
calculation are disclosed in note 16.

Estimated impairment loss under ECL model on financial assets at amortised cost
The Group’s financial assets at amortised cost include trade and other receivables, and bank balances. For the
years ended December 31, 2025 and 2024, the Group assesses internal credit rating for these financial assets
respectively and then uses 12m ECL or lifetime ECL model to estimate ECL.

Notwithstanding that the management of the Group estimates ECL based on the information acquired at the years
ended December 31, 2025 and 2024, the ECL of these financial assets is sensitive to changes in estimates and

may be higher or lower depending on the future settlement of these financial assets.

The information about the impairment loss under ECL model on financial assets at amortised cost is set out in
note 33.
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REVENUE AND SEGMENT INFORMATION

Operating segments

The Group is engaged in a single segment in research and development, manufacturing and trading of Chinese
pharmaceutical products. This operating segment has been identified on the basis of internal management reports
that are regularly reviewed by the chairman of the board of directors of the Group, being the chief operating decision
maker (the “CODM”), for the purpose of resources allocation and performance assessment. The information
reported to the CODM is further categorised into different locations within the PRC, each of which is considered
as a separate operating segment by the CODM. For segment reporting, these individual operating segments have
been aggregated into a single reportable segment as they share similar economic characteristics.

Revenue from major products
The following is an analysis of the Group’s revenue from its major products:

2025 2024

RMB’000 RMB’000

Injections 1,016,469 1,267,983
Soft capsules 435,863 495,307
Granules 542,739 673,651
Traditional Chinese medicine formula granules 933,657 1,090,116
Others (including pills and tablets etc.) 206,691 250,986
3,135,419 3,778,043

The Group sells pharmaceutical products to the wholesale market and directly to customers. Revenue is recognised
at a point in time when control of the products has transferred to customers, being at the point the products are
delivered to the customer. The normal credit term is six months to one year upon delivery while certain customers
make advanced payment before delivery. Only products with quality defects are allowed to be returned to the
Group within a specified period of time upon receipt by the customers.

Contracts with customers with unsatisfied performance obligations have original expected duration of one year or
less. As permitted under IFRS 15 “Revenue from Contracts with Customers”, the aggregate amount of transaction
price allocated to these unsatisfied contracts is not disclosed.

Geographical information
Sales of the Group to external customers were substantially made in the PRC including Hong Kong.

All non-current assets of the Group excluding deferred tax assets are located in the PRC including Hong Kong.

Information about major customers
For each of the years ended 31 December 2025 and 2024, there was no customer with revenue accounted for
more than 10% of the Group’s total revenue.
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6. INVESTMENT INCOME

2025 2024

RMB’000 RMB’000

Interest on bank deposits 211,980 170,007
Interest on structured deposits (note) 4,380 6,711
Investment income from financial products (note) 176,953 12,636
393,313 189,354

Note: The structured deposits and financial products are measured at FVTPL. The redemption amounts (including the return) of such
products are linked to the performance of underlying financial products. The investment income represents the differences
between initial investment amounts and redemptions amounts, inclusive of both realised and unrealised changes.

7. IMPAIRMENT LOSSES (INCLUDING REVERSALS OF IMPAIRMENT LOSSES OR
IMPAIRMENT GAINS) ON FINANCIAL ASSETS

2025 2024
RMB’000 RMB’000
Impairment losses recognised on trade receivables 35,994 7,506

Impairment losses reversed on trade receivables backed by bank
bills (259) (894)
35,735 6,612

Details of impairment assessment are set out in note 33.
8. FINANCE COSTS

2025 2024
RMB’000 RMB’000
Interest on bank borrowings 4,993 5,165
Interest on lease liabilities 692 964
5,685 6,129
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9. PROFIT BEFORE TAXATION

2025 2024
RMB’000 RMB’000
Profit before taxation has been arrived at after charging (crediting):
Directors’ emoluments (see note 11) 13,486 14,122
Other staff costs 305,694 361,943
Other staff’s pension costs 18,705 15,759
337,885 391,824
Less: Capitalised in inventories (110,821) (139,526)
227,064 252,298
Depreciation of property, plant and equipment 143,268 144,722
Amortisation of intangible assets 7,601 9,467
Total depreciation and amortisation 150,869 154,189
Less: Capitalised in inventories (79,985) (85,454)
70,884 68,735
Auditor’s remuneration 2,180 2,349
Cost of inventories recognised as an expense
(including write-down of inventory amounting to RMB19,818,000
(2024 nil)) (included in cost of sales) 869,212 946,294
Gains on disposal of property, plant and equipment
(included in other gains and losses) 4,831 91
Gains on disposal of subsidiaries (included in other gains and
losses) - (3,919
Net exchange (gains) losses (included in other gains and losses) (31,164) 55,440
Enterprise development funds (included in other income) (note) (167,917) (174,094)

Note: The Enterprise development funds represent the amounts received from the local government by the subsidiaries of the Company.

During the year ended 31 December 2025, Enterprise development funds of (@) RMB152,267,000 (2024: RMB162,415,000)
represent incentives received in relation to engagement of the subsidiaries of the Company in business development, the grants
of which were unconditional, approved and received during the year; and (o) RMB15,650,000 (2024: RMB11,679,000) represent
recognition of deferred income upon completion of related research activities and development projects (note 26).
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10. TAXATION
2025 2024
RMB’000 RMB’000
The charge comprises:
PRC Enterprise Income Tax (“EIT”):
Current tax 188,241 207,155
Underprovision in prior years 5,662 17,601
Withholding tax on distributed profits 70,286 81,752
264,189 306,508
Deferred tax (note 17) 55,129 (839)
319,318 305,669

Under the Law of the PRC on EIT (the “EIT Law”) and Implementation Regulation of the EIT Law, the tax rate of
the PRC subsidiaries is 25% for both years.

Certain subsidiaries which are operating in Western China have been granted tax concession by the local tax
bureau and are entitled to concessionary rate of 15% for PRC EIT for both years. Certain subsidiaries which are
recognised as High and New-tech Enterprise have been granted tax concessions by the local tax bureau and
are entitled to concessionary rate of 15% for PRC EIT for both years. In addition, a subsidiary which is operating
in agricultural products business has been granted tax exemption by the local tax bureau.

According to the relevant laws and regulations in the PRC, enterprises engaging in research and development
activities are entitled to claim 200% of their research and development expenses so incurred as tax deductible
expenses when determining their assessable profits for that year (“Super Deduction”). In March 2023, the State
Taxation Administration and the Ministry of Finance announced that the Super Deduction is available to all types
of PRC enterprises from 1 January 2023 onwards. The Group made its best estimate for the Super Deduction
to be claimed for the Group’s PRC subsidiaries in ascertaining their assessable profits for the years ended 31
December 2025 and 2024.

According to a joint circular of the State Taxation Administration, Cai Shui 2011 No. 1, PRC withholding income
tax of 10% shall be levied on the dividend declared by the companies established in the PRC to their foreign
investors out of their profits earned after 1 January 2008. A lower 5% withholding tax rate may be applied when
the immediate holding company of the PRC subsidiaries are incorporated or operated in Hong Kong and fulfil
the requirements to the tax treaty arrangements between the PRC and Hong Kong. Those immediate holding
company of the Group’s PRC subsidiaries were entitled to 5% withholding tax rate during the years ended 31
December 2025 and 2024.
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10. TAXATION (Continued)

The taxation charge for the year can be reconciled to the profit before taxation as follows:

2025 2024
RMB’000 RMB’000
Profit before taxation 1,269,266 1,145,721
Tax at the applicable tax rate of 25% (2024: 25%) 317,317 286,430
Tax effect of expenses not deductible for tax purposes 41,198 43,714
Tax effect on concessionary policy on research and development
expenses (note) (15,353) -
Tax effect of income not taxable for tax purposes (8,068) (22,144)
Tax effect of tax losses not recognised 10,011 22,679
Income tax on concessionary rates (124,177) (129,649)
Utilisation of deductible temporary differences previously not
recognised (38,799) -
Withholding tax on distributed profits of subsidiaries operating
in the PRC 70,286 81,752
Withholding tax on undistributed profits of subsidiaries operating
in the PRC 61,241 5,286
Underprovision in prior years 5,662 17,601
Taxation charge for the year 319,318 305,669

Note: It represents additional 100% tax deduction in respect of qualifying research and development expenses incurred for the year
ended 31 December 2025.
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11. DIRECTORS’, CHIEF EXECUTIVE’S AND EMPLOYEES’ EMOLUMENTS

Directors’ and chief executive’s remuneration for the year, disclosed pursuant to the applicable Listing Rules and
the CO, is as follows:

Performance
related
Salaries, and incentive Pension Total
Fees allowance payments costs remuneration

RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

Year ended 31 December 2025

Executive directors:

Li Zhenjiang 491 7,166 - - 7,657
Xin Yunxia 1,080 2,072 - 16 3,168
Li Huimin 72 2,009 - 16 2,097

Non-executive director:
Zhou Wencheng 141 - - - 141

Independent non-executive directors:

Liu Shun Fai 141 - - - 141
Yew Yat On 141 - - - 141
Wang Guihua 141 - - - 141

2,207 11,247 - 32 13,486
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11. DIRECTORS’, CHIEF EXECUTIVE’S AND EMPLOYEES’ EMOLUMENTS (Continued)

Performance
related
Salaries, and incentive Pension Total
Fees allowance payments costs remuneration
RMB’000 RMB'000 RMB’000 RMB’000 RMB’000
Year ended 31 December 2024
Executive directors:
Li Zhenjiang 515 7,504 = = 8,019
Xin Yunxia 1,132 2,171 - 16 3,319
Li Huimin 75 2,105 - 16 2,196
Non-executive director:
Zhou Wencheng 147 - - - 147
Independent non-executive directors:
Liu Shun Fai 147 - - - 147
Yew Yat On 147 - - - 147
Wang Guihua 147 - - - 147
2,310 11,780 — 32 14,122

Note: The performance related incentive payments were determined with reference to the Group’s results and the individual’s
performance for the year.

The executive directors’ emoluments shown above were mainly for their services in connection with the

management of the affairs of the Company and the Group. The non-executive director’s and independent non-
executive directors’ emoluments shown above were mainly for their services as directors of the Company.
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11. DIRECTORS’, CHIEF EXECUTIVE’S AND EMPLOYEES’ EMOLUMENTS (Continued)
Of the five individuals with the highest emoluments in the Group, three (2024: three) were directors, including Mr.
Li Zhenjiang as the chief executive of the Company, whose emoluments are included in the disclosures above.
Details of the remuneration for the year of the remaining two (2024: two) highest paid individuals in the capacity
as an employee are as follows:

2025 2024

RMB’000 RMB’000

Salaries and other benefits 3,168 3,319
Pension costs 32 32
3,200 3,351

The emoluments were within the following band:

Number of employees
2025 2024

HKD1,500,001 to HKD2,000,000 2 2

During both years, no remuneration was paid by the Group to the directors or highest paid individuals as an
inducement to join or upon joining the Group or as compensation for loss of office. None of the directors has
waived any remuneration during both years.

The remuneration of directors and key executives is determined by the remuneration committee having regard to
the Group’s operating results, individual performance and market statistics.
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12. DIVIDENDS

2025 2024
RMB’000 RMB’000
Dividends recognised as distributions during the year:
— 2024 first interim dividend of RMB43 cents per share - 324,822
— 2024 second interim dividend of RMB11 cents per share - 83,094
— 2025 first interim dividend of RMB36 cents per share 271,944 -
— 2025 second interim dividend of RMB11 cents per share 83,094 —
355,038 407,916
2025 2024
RMB’000 RMB’000
Dividends declared subsequent to the reporting period:
— 2025 first interim dividend of RMB36 cents per share - 271,944
— 2026 first interim dividend of RMB43 cents per share 324,822 =
324,822 271,944

The 2026 first interim dividend of RMB43 cents per share, in the amount of an aggregate of RMB324,822,000,
has been declared by the directors of the Company on 27 March 2026 and will be paid out on 19 May 2026, to
the shareholders of the Company whose names appear on the register of members of the Company on 7 May
2026. The aggregate amount of RMB324,822,000 (2024: RMB271,944,000) has been calculated on the basis
of 827,000,000 (2024: 827,000,000) shares in issue less 71,600,000 (2024: 71,600,000) shares held for share
award scheme as at 31 December 2025.
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13. EARNINGS PER SHARE

The calculation of the basic earnings per share attributable to owners of the Company is based on the following

data:
2025 2024
RMB’000 RMB’000
Profit for the year attributable to owners of the Company for the
purpose of basic earnings per share 949,948 840,052

Number of shares

2025 2024
Weighted average number of ordinary shares in issue less shares
held for share award scheme for the purpose of calculation of
basic earnings per share 755,400,000 755,400,000

No diluted earnings per share for both 2025 and 2024 were presented as there were no potential ordinary shares
issued for both 2025 and 2024.
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14. PROPERTY, PLANT AND EQUIPMENT

Right-of-use assets
Leased
Leasehold  Leased motor Leased Owned  Plant and Office Motor  Construction
land properties  vehicles machineries Sub-total properties machineries  equipment  vehicles  in progress Total

RVB'000  RVBOOO  RMB'0O0  RMB'000  RMBOO0  RMBIOOO  RMBOO0  RMBIOO0  RMBO0 RMB'000_ RMBIOOO

oSt

At 1 January 2024 182998 6977 3559 5621 19935 1302268 1,381,571 106,304 1500 17,682 3108670
Addtions 7829 2,955 3,646 8420 2282 - 41930 313 - 95551 163456
Disposals - - - - - (1,207) (53,248) (1,921) 490) - (56,866)
Reclassfications - - - - - 2,104 15,618 - - (17,722) -

At 31 December 2024 190,827 9,032 7,206 14243 22207 13081% 13887 107,506 1010 199511 3215260

Additions - 2,665 - - 2,665 508 21,105 2912 181 148,304 182,225
Disposals (1,900 - - - (1900)  (17,154) (69,167) (9831) 3%) - (98,448)
Reclassfications - - - - - 2510 2,13 3,047 - (8.250) -

At 31 December 2025 188927 12607 7206 14243 22912 1289079 1346542 104,134 45 33,080 3,299,087

DEPRECIATION AND
IMPARMENT

At 1 January 2024 17,791 5,698 3,069 581 32869 707140 1,0721% 89,815 1,364 - 1908388
Charge for the year 7,285 1978 1216 2807 13286 62340 63,272 5,756 08 - 1M
Eliminated on disposals - - - - - (1,087) (49373 (1313 (474) - (62,247)
At 31 December 2024 25,076 7,676 4775 8628 4615 768393  1,0860% 94,058 958 - 1,995,858
Charge for the year 7,331 2,012 1216 2,807 13,426 63,097 61,767 4,907 U = 143,268
Eliminated on disposals (1,010 - - - 10100  (16611) (61,557) 9,048) (3%0) - (88,616)
At 31 December 2025 31,307 9,748 5,991 1143 5571 814879 1086304 90,117 639 - 2060510
CARRYING VALUES

At 31 December 2025 167,530 2849 1214 2808 164401 474200 260,238 14017 106 330,060 1,248,007

At 31 December 2024 165,751 2,066 2430 5616 176052 5634762 29,117 13248 52 190511 1219402
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14. PROPERTY, PLANT AND EQUIPMENT (Continued)

The above items of property, plant and equipment, other than construction in progress, are depreciated over
their estimated useful lives after taking into account their estimated residual values using the straight-line method
as follows:

Leasehold land/leased properties/ Over the shorter of the term of the lease or 3 to 50 years
leased motor vehicles/
leased machineries

Owned properties 20 years or over the unexpired lease terms, whichever is shorter
Plant and machineries 3 to 10 years

Office equipment 5 years

Motor vehicles 3 years

The Group as lessee
Right-of-use assets (included in the property, plant and equipment)

2025 2024

RMB’000 RMB’000

Expense relating to short-term leases 1,758 —
Total cash outflow for leases 11,791 9,252

For both years, the Group leases various offices, hotel rooms, staff quarter, motor vehicles, machineries and lands
for its operations. Lease contracts are entered into for fixed term of 1 to 3 years (2024: 1 to 3 years). Lease terms
are negotiated on an individual basis and contain a wide range of different terms and conditions. In determining the
lease term and assessing the length of the non-cancellable period, the Group applies the definition of a contract
and determines the period for which the contract is enforceable.

The Group regularly entered into short-term leases for warehouses and offices. As at 31 December 2025, the
portfolio of short-term leases was similar to the portfolio of short-term leases to which the short-term lease
expense disclosed above.

In addition, the Group owns several industrial buildings where its manufacturing facilities are primarily located and

office buildings. The Group is the registered owner of these property interests, including the underlying leasehold
land. Lum sum payments were made upfront to acquire these property interests.
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15. INTANGIBLE ASSETS

RMB’000
COST
At 1 January 2024, 31 December 2024 and 31 December 2025 474,840
AMORTISATION AND IMPAIRMENT
At 1 January 2024 442,050
Charge for the year 9,467
At 31 December 2024 451,517
Charge for the year 7,601
At 31 December 2025 459,118
CARRYING VALUES
At 31 December 2025 15,722
At 31 December 2024 28,328

The intangible assets represent patents with finite useful lives which were acquired from third parties or purchased
as a part of a business combination in prior years. Such intangible assets are amortised on a straight-line basis

over the periods ranging from 5 to 20 years.
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16. GOODWILL

RMB’000
COST
At 1 January 2024, 31 December 2024 and 31 December 2025 222,750
IMPAIRMENT
At 1 January 2024, 31 December 2024 and 31 December 2025 56,794
CARRYING VALUES
At 31 December 2024 and December 2025 165,956

At 31 December 2025 and 2024, the Group has goodwill with carrying amount of RMB165,956,000 being allocated
to one cash-generating unit comprising of subsidiaries with principal activities of research and development,
manufacturing and trading of pharmaceutical products.

In addition to goodwill, property, plant and equipment and intangible assets (including allocation of corporate
assets) that generate cash flows together with the related goodwill are also included in the cash-generating unit
(“CGU”) for the purpose of impairment assessment.

The recoverable amount has been determined based on a value in use calculation. That calculation uses cash
flow projections based on financial budgets approved by management covering a 5-year period (2024: 5-year),
and discount rate of 10% (2024: 10%). The cash flows beyond the 5-year period (2024: 5-year) are extrapolated
using the estimated constant growth rate of 1% (2024: 1%). This growth rate is based on the relevant industry
growth forecasts and does not exceed the average long-term growth rate for the relevant industry.

During the years ended 31 December 2025 and 2024, management of the Group determines that there is
no impairment on the CGU. The recoverable amount is significantly above the carrying amount of the CGU.
Management believes that any reasonably possible change in any of these assumptions would not result in
impairment.
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17. DEFERRED TAXATION

For the purpose of presentation in the consolidated statement of financial position, certain deferred tax assets and
liabilities have been offset. The following is the analysis of the deferred tax balances for financial reporting purposes:

2025 2024

RMB’000 RMB’000

Deferred tax assets 42,697 34,326
Deferred tax liabilities (98,021) (34,521)
(55,324) (195)

The followings are the major deferred tax assets (liabilities) recognised and movement thereon during the current
and prior years:

Fair value
adjustment ~ Withholding
Decelerated arising from tax on
tax Deferred acquisition of undistributed
depreciation income  subsidiaries profits Others Total

RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000

At 1 January 2024 3,704 11,690 (5,735) (15,000) 4,307 (1,034)
(Charge) credit to profit or loss (138) 1,318 1,875 (5,286) 3,070 839
At 31 December 2024 3,566 13,008 (3,860) (20,286) 7317 (199)
(Charge) credit to profit or loss (138) (716) 1,409 (61,241) a1l (55,129)
At 31 December 2025 3,428 12,292 (2,451) (81,527) 12,934 (55,324)

At the end of the reporting period, the Group has unused tax losses of RMB346,475,000 (2024: RMB356,996,000)
available for offset against future profits. No deferred tax asset has been recognised in respect of such tax
losses due to the unpredictability of future profit streams. Included in the unrecognised tax losses are losses
of RMB152,707,000 (2024: RMB147,327,000) that will expire in 5 years (2024: 5 years). Other losses may be
carried forward indefinitely.

Under the EIT Law, withholding tax of 5% is imposed on dividends declared in respect of profits earned by the
PRC subsidiaries from 1 January 2008 onwards. Deferred taxation has not been provided for in the consolidated
financial statements in respect of temporary differences attributable to accumulated undistributed profits of the
PRC subsidiaries amounting to RMB2,5383,337,000 (2024: RMB4,065,697,000) as the Group is able to control
the timing of the reversal of the temporary differences and it is probable that the temporary differences will not
reverse in the foreseeable future.
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18. INVENTORIES

2025 2024
RMB’000 RMB’000
Raw materials 104,177 118,706
Work in progress 307,277 389,492
Finished goods 279,844 304,992
691,298 813,190

19. TRADE AND OTHER RECEIVABLES
2025 2024
RMB’000 RMB’000
Trade receivables 879,072 945,260
Less: Allowance for ECL (73,139) (87,145)
805,933 908,115
Trade receivables backed by bank bills 195,595 295,462
Less: Allowance for ECL (1,441) (1,700)
194,154 293,762
1,000,087 1,201,877

The trade receivables and trade receivables backed by bank bills are from contracts with customers.

As at 1 January 2024, trade receivables and trade receivables backed by bank bills, net of allowance of ECL,
amounted to RMB758,205,000 and RMB502,162,000, respectively.
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19.

20.

TRADE AND OTHER RECEIVABLES (Continued)

The Group allows a credit period normally ranging from six months to one year to its trade customers. The
following is an aged analysis of trade receivables and trade receivables backed by bank bills, net of allowance for
ECL, presented based on the invoice date at the end of the reporting period, which approximated the respective
revenue recognition dates:

2025 2024

RMB’000 RMB’000

Within 6 months 595,702 853,487
Over 6 months but less than 1 year 202,798 202,754
Over 1 year but less than 2 years 135,707 119,971
More than 2 years 65,880 25,665
1,000,087 1,201,877

As at 31 December 2025, included in the Group’s trade receivables balance are debtors with aggregate carrying
amount of RMB390,439,000 (2024: RMB315,189,000) which are past due as at the reporting date. Out of the
past due balances, RMB270,484,000 (2024: RMB194,576,000) has been past due 90 days or more and is not
considered as in default based on repayment records of those customers and continuous business with the Group.

As at 31 December 2025, total bills received with carrying amount amounting to RMB194,154,000 (2024:
RMB293,762,000) are held by the Group for future settlement of trade receivables. All bills received by the Group
are with a maturity period of less than one year.

Prepayments, deposits and other receivables of the Group mainly represent interest income receivables of
RMB17,794,000 (2024: RMB63,217,000), prepayments of RMB16,592,000 (2024: RMB21,995,000), value added
tax recoverable of RMB7,002,000 (2024: RMB3,592,000).

Details of impairment assessment of trade and other receivables are set out in note 33.

FINANCIAL ASSETS AT FAIR VALUE THROUGH PROFIT OR LOSS

During the year ended 31 December 2025, the Group entered into two (2024: two) financial products with
banks, there is no specific maturity for those products. The fair values of the financial products are determined
by the bank’s buying prices quoted in the bank’s trading platform multiplied by the quantity held. At the request
of the Group, the Group can redeem the financial products at the buying prices quoted by the banks. As at 31
December 2025, the fair value of the financial products is RMB376,640,000 (2024: RMB350,020,000). The Group
determines the fair value of the financial products at the fair value hierarchy of level 2.
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21. BANK BALANCES AND CASH

Bank balances and cash are cash and cash equivalents, which include bank deposits for the purpose of meeting
the Group’s short term cash commitments, which carry interest at market rates range from 0.01% to 4.54%
(2024: 0.01% to 5.10%).

At the end of the reporting period, bank balances and cash of RMB4,201,162,000 (2024: RMB4,221,830,000)
were denominated in RMB which is not a freely convertible currency in the international market. The exchange
rate of RMB is regulated by the Government of the PRC and the remittance of these funds out of the PRC is
subject to exchange restrictions imposed by the Government of the PRC.

Details of impairment assessment of bank balances are set out in note 33.

22, TRADE AND OTHER PAYABLES AND CONTRACT LIABILITIES

2025 2024

RMB’000 RMB’000

Trade payables 340,026 367,046
Trade payables backed by bank bills (Note) - 35,918
340,026 402,964

Note: These relate to trade payables in which the Group has issued bills to the relevant suppliers for future settlement of trade payables.
The Group continues to recognise these trade payables as the Group is obliged to make payments on due dates of the bills.

An aged analysis of the Group’s trade payables presented based on invoice date at the end of the reporting
period is as follows:

2025 2024

RMB’000 RMB’000

Within 6 months 288,149 367,950
Over 6 months but less than 1 year 31,477 25,369
Over 1 year but less than 2 years 16,893 7,500
Over 2 years but less than 3 years 1,515 620
Over 3 years 1,992 1,525
340,026 402,964

The average credit period taken for trade purchase ranges from two months to six months.
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22. TRADE AND OTHER PAYABLES AND CONTRACT LIABILITIES (Continued)
Other payables and accrued expenses of the Group mainly represent payables for acquisition of property, plant
and equipment of RMB75,281,000 (2024: RMB93,625,000), accrued expenses of RMB1,155,645,000 (2024:
RMB1,166,387,000), deposits received of RMB228,755,000 (2024: RMB198,407,000) and value added tax
payable of RMB20,338,000 (2024: RMB18,894,000).

The Group has recognised the following revenue-related contract liabilities:

2025 2024
RMB’000 RMB’000
Contract liabilities 148,006 26,437

The Group receives certain amount of the contract values as receipt in advance upon receiving the purchase
orders from customers. The receipt in advance results in contract liabilities being recognised until the customer
obtains control of the goods.

As at 1 January 2024, contract liabilities amounted to RMB51,560,000. The contract liabilities as at 1 January
2024 and 1 January 2025 were fully recognised as revenue during the year ended 31 December 2024 and 31
December 2025, respectively.

23. BANK BORROWINGS

As at 31 December 2025, bank borrowings amounted to RMB325,051,000 (2024: RMB330,000,000). The effective
interest rate (which is also equal to contracted interest rate) on the Group’s borrowings is 1.00% to 2.39% (2024:
1.45%) and the borrowings are repayable within 1 year. The proceeds were used to finance the Group’s daily
operations and the construction of modern Chinese medicine related projects.
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24. LEASE LIABILITIES

2025 2024
RMB’000 RMB’000
Lease liabilities payable:
Within one year 9,064 8,271
Within a period of more than one year but not more
than two years 490 8,256
Within a period of more than two years but not
exceeding five years 297 -
9,851 16,527
Less: Amount due for settlement with 12 months
shown under current liabilities (9,064) (8,271)
Amount due for settlement after 12 months
shown under non-current liabilities 787 8,256

The weighted average incremental borrowing rates applied to lease liabilities is at range from 4.40% to 5.50%
(2024: from 4.44% to 6.13%).

2025 2024
RMB’000 RMB’000
Lease obligations that are denominated in currency
other than the functional currency of the relevant
group entity are set out below:
HK$ 1,251 367
Australian Dollars (“AUD”) 344 —
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25. AMOUNTS DUE TO RELATED COMPANIES

2025 2024
RMB’000 RMB’000
Shineway (Sanhe) Property Development Limited
(“Shineway Sanhe”) 9,008 9,008
Shineway Medical Science & Technology Co., Ltd.
(“Shineway Medical”) 4,776 4,776
13,784 13,784

Shineway Sanhe and Shineway Medical are ultimately controlled by the controlling shareholder of the Company.

The amounts due to related companies are non-trade, unsecured, interest-free and repayable on demand.

26. DEFERRED INCOME

2025 2024

RMB’000 RMB’000

At 1 January 157,168 164,730

Addition during the year 38,581 4,117

Recognised as other income (15,650) (11,679)

At 31 December 180,099 157,168
Analysed for reporting purpose as

Current liabilities 73,857 75,816

Non-current liabilities 106,242 81,853

180,099 157,168

Included in the deferred income at 31 December 2025 are government subsidies amounting to RMB122,047,000
(2024: RMB93,806,000) in relation to research and development expenses on certain new products which are not
yet recognised. The subsidies are recognised as deferred income until the conditions attaching to the subsidies have
been fulfilled. During the year, the Group received RMB38,581,000 (2024: RMB4,117,000) government subsidies
in relation to research and development expenses and recognised RMB10,340,000 (2024: RMB6,369,000) in

profit or loss.
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26.

27.

DEFERRED INCOME (Continued)

Included in the deferred income at 31 December 2025 is a government subsidy amounting to RMB20,698,000
(2024: RMB23,258,000) received in 2011 in relation to a development project, including the construction of
production premises and acquisition of plant and machineries, in TR % 222 % & (Qionglai Pharmaceutical Area)
in Sichuan Province in the PRC. The grant is recognised as deferred income and to be credited to profit or loss
on a systematic basis over the useful lives of the related assets when the assets are ready for the management’s
intended use. The development project was completed in 2014 and the deferred income has been amortised and
recognised as other income in profit or loss over the useful lives of the related assets. Deferred income amounting
to RMB2,560,000 (2024: RMB2,560,000) is transferred to profit or loss during the year.

Included in the deferred income at 31 December 2025 is a government subsidy amounting to RMB37,354,000
(2024: RMB40,104,000) received in 2018 and 2019 in relation to a development project, including the construction
of production facilities, in 41 (Chuxiong Prefecture) in Yunnan Province in the PRC. The grant is recognised
as deferred income and to be credited to profit or loss on a systematic basis over the useful lives of the related
assets when the assets are ready for the management’s intended use. The development project was completed
in 2021 and the deferred income has been amortised and recognised as other income in profit or loss over
the useful lives of the related assets. Deferred income amounting to RMB2,750,000 (2024: RMB2,750,000) is
transferred to profit or loss during the year.

SHARE CAPITAL

Number
of shares Amount
'000 ‘000

Ordinary shares of HK$0.10 each
Authorised:
At 1 January 2024, 31 December 2024 and 31 December 2025 5,000,000 HK$500,000
Issued and fully paid:
At 1 January 2024, 31 December 2024 and 31 December 2025 827,000 HK$82,700
Shown in the financial statement as RMB87,662

There were no changes in the Company’s authorised, issued and fully paid share capital during both years.
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28.

29.

SHARE-BASED PAYMENT TRANSACTIONS

Share award scheme

On 26 March 2018, the Company adopted the share award scheme (the “Scheme”) with objectives to recognise
the contributions by certain employees and give incentives thereto in order to motivate them for the continual
operation and development of the Group; and to attract suitable personnel for further development of the Group.
Unless terminated earlier by the board of directors pursuant to the Scheme, the Scheme shall be valid and effective
for a period of ten years commencing on the adoption date.

Pursuant to the Scheme, the board of directors may, from time to time, at its absolute discretion cause to be paid
to the trustee sums of money from the Company’s resources for the purchase of shares to be held on trust in
accordance with the Scheme and the trust deed. Such sums of money shall be applied towards the purchase of
the specific number of shares from the open market according to the written instructions of the board of directors.
The board of directors shall not make any further award which will result in the number of shares awarded by the
board of directors under the Scheme exceeding 10% of the issued share capital of the Company as at the adoption
date. The maximum aggregate number of the awarded shares which may be awarded to a selected employee
under the Scheme shall not exceed 1% of the issued share capital of the Company as at the adoption date.

There were no disposal or purchase of shares by the trustee during the years ended 31 December 2025 and 2024.
At the end of the reporting period, there are 71,600,000 (2024: 71,600,000) shares held by the trustee.

RETIREMENT BENEFITS PLANS

The employees of the Group’s PRC subsidiaries participate in retirement and medicare insurances in accordance
with the PRC laws and related regulations. When an employee joins the Group, he is enrolled with the local
retirement plan. Contributions to the retirement insurance, borne by the Group and the employee jointly at the
proportions stipulated by the local Municipal Government, are paid to the social insurance institutions monthly.
When the employee retires, he receives his retirement funds from the insurance company directly and is also
entitled to enjoy medical benefits after retirement provided by the insurance company. Other than the contributions,
the Group has no forfeited contribution nor obligation for any related retirement benefits.

The Group operates a Mandatory Provident Fund Scheme (the “MPF Scheme”) for all qualified employees in Hong
Kong. The assets of the MPF Scheme are held separately from those of the Group, in funds under the control
of trustees. The Group contributes 5% of relevant payroll costs, with a maximum of HK$1,500 per employee per
month, to the MPF Scheme, which contribution is matched by employees.

The total expense recognised in the consolidated statement of profit or loss and other comprehensive income of
RMB18,737,000 (2024: RMB15,706,000) represents contributions payable to these plans by the Group at rates
specified in the rules of the plans.
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30. CAPITAL COMMITMENTS

31.

2025 2024
RMB’000 RMB’000
Capital expenditure in respect of acquisition of property, plant and
equipment contracted for but not provided in the consolidated
financial statements 332,362 217,818

RECONCILIATION OF LIABILITIES ARISING FROM FINANCING ACTIVITIES

The table below details changes in the Group’s liabilities arising from financing activities, including both cash and
non-cash changes. Liabilities arising from financing activities are those for which cash flows were, or future cash
flows will be, classified in the Group’s consolidated statement of cash flows as cash flows used in financing activities.

Accrued
Bank Lease interest Dividends

Borrowings liabilities expenses payable Total

RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

At 1 January 2024 300,000 1,326 142 - 301,468
Financing cash flows 30,000 (9,252) (5,307) (407,916) (892,475)
Dividends declared - - - 407,916 407,916
New leases entered - 23,489 - - 23,489
Interest expenses - 964 5,165 - 6,129
At 31 December 2024 330,000 16,527 - - 346,527
Financing cash flows (4,949) (10,083) (4,993) (855,038) (375,013)
Dividends declared - - - 355,038 355,038
New leases entered - 2,665 - - 2,665
Interest expenses — 692 4,993 — 5,685
At 31 December 2025 325,051 9,851 — — 334,902

China Shineway Pharmaceutical Group Limited 105  Annual Report 2025



NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2025

32.

33.

CAPITAL RISK MANAGEMENT

The Group manages its capital to ensure that entities in the Group will be able to continue as a going concern
while maximising the return to shareholders through the optimisation of the debt and equity balance. The Group’s
overall strategy remains unchanged from prior year.

The capital structure of the Group consists of net debts, which includes bank borrowings, lease liabilities and
amount due to related companies, disclosed in notes 23, 24 and 25, respectively, net of cash and cash equivalents
and equity attributable to owners of the Company, comprising issued share capital and reserves.

The Group actively and regularly reviews and manages its capital structure and makes adjustments to it in light
of the changes in the Group’s business and economic conditions.

FINANCIAL INSTRUMENTS
Categories of financial instruments

2025 2024
RMB’000 RMB’000
Financial assets
Amortised cost 8,207,837 7,405,247
FVTPL 376,640 350,020
Financial liabilities
Amortised cost 982,897 1,038,780

Financial risk management objectives and policies

The Group’s major financial instruments include trade receivables, trade receivables backed by bank bills, other
receivables, financial assets at fair value through profit or loss, bank balances and cash, trade and other payables,
trade payables backed by bank bills, bank borrowings, amounts due to related companies and lease liabilities.
Details of the financial instruments are disclosed in respective notes. The risks associated with these financial
instruments include market risk (foreign currency risk, other price risk and interest rate risk), credit risk and liquidity
risk. The policies on how to mitigate these risks are set out below. The management manages and monitors these
exposures to ensure appropriate measures are implemented on a timely and effective manner.
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33. FINANCIAL INSTRUMENTS (Continueqd)
Financial risk management objectives and policies (Continued)
Foreign currency risk
The Company and certain subsidiaries have foreign currency bank balances, which expose the Group to foreign
currency risk.

Included in bank balances of the Group are the following amounts denominated in currencies other than the
functional currency of the Group (i.e. RMB) to which they relate.

2025 2024

RMB’000 RMB’000

HKS$ 380,909 366,358
United States Dollars (“USD”) 382,056 3,099
AUD 2,224,920 1,648,327

Sensitivity analysis
The Group is mainly exposed to HK$, USD and AUD as disclosed above with the functional currencies of those
entities in RMB.

The following table details the Group’s sensitivity to a 5% (2024: 5%) increase and decrease in RMB against HK$,
USD and AUD 5% (2024: 5%) is the sensitivity rate used which represents management’s assessment of the
reasonably possible change in relevant foreign exchange rates. The sensitivity analysis includes only outstanding
foreign currency denominated monetary items and adjusts their translation at the year end for a 5% (2024: 5%)
change in HK$, USD and AUD. A negative number below indicates a decrease in profit for the year where RMB
strengthens 5% (2024: 5%) against HK$, USD and AUD. For a 5% (2024: 5%) weakening of RMB against HKS$,
USD and AUD, there would be an equal and opposite impact on the profit for the year.

2025 2024
RMB’000 RMB’000
Decrease in profit for the year (117,906) (75,057)

In management’s opinion, the sensitivity analysis is unrepresentative of the foreign currency risk as the year end
exposure does not reflect the exposure during the year.
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33. FINANCIAL INSTRUMENTS (Continued)

Financial risk management objectives and policies (Continued)

Other price risk

The Group is exposed to price risk through its financial assets at fair value through profit or loss. The Group has
appointed a special team to monitor the price risk and will consider hedging the risk exposure should the need
arise. No sensitivity analysis is presented, as the management considered that the fluctuation of price on structured
deposits is not significant and majority of these investments are redeemed at the end of the reporting period.

Sensitivity analysis

The sensitivity analyses have been determined based on the exposure to price risk of the financial products at the
reporting date. The price risk arises from the financial products of RMB376,640,000 (2024: RMB350,020,000).
As at 31 December 2025, if the quoted bank buying price of the financial products at respective banks had been
5% (2024: 5%) higher or lower with all other variables held constant, the net assets attributable to unitholders
from operations would have been approximately RMB16,007,000 (2024: RMB14,875,000) higher or lower, for
the year ended 31 December 2025.

Interest rate risk

The Group is exposed to fair value interest rate risk in relation to fixed-rate bank balances, bank borrowings and
lease liabilities (see notes 21, 23 and 24 for details). The Group is also exposed to cash flow interest rate risk
which relates to variable-rate bank balances. The Group currently does not have an interest rate hedging policy.
The directors of the Company continuously monitor interest rate exposure and will consider entering into interest
rate hedging should the need arise. The directors considered the Group’s exposure of the variable-rate bank
balances to interest rate risk is not significant and therefore no sensitivity analysis is presented.

Credit risk and impairment assessment

Credit risk refers to the risk that the Group’s counterparties default on their contractual obligations resulting in
financial losses to the Group. The Group’s credit risk exposures are primarily attributable to trade and other
receivables, and bank balances. The Group does not hold any collateral or other credit enhancements to cover
its credit risks associated with its financial assets, except that settlement of certain trade receivables are backed
by bills issued by reputable financial institutions.

The Group’s maximum exposure to credit risk which will cause a financial loss to the Group due to failure to
perform an obligation by the counterparties, is the carrying amount of the respective recognised financial assets
as stated in the consolidated statement of financial position.

The Group performed impairment assessment for financial assets under ECL model. Information about the Group’s
credit risk management and the related impairment assessment, if applicable, are summarised as below:
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33. FINANCIAL INSTRUMENTS (Continueqd)
Financial risk management objectives and policies (Continued)
Credit risk and impairment assessment (Continued)
Trade receivables arising from contracts with customers
In order to minimise the credit risk, the management of the Group has delegated a team responsible for
determination of credit limits and other monitoring procedures to ensure that follow-up action is taken to recover
overdue debts. Limits and credit quality of customers are reviewed on a timely basis. The Group only accepts
bills issued or guaranteed by reputable PRC banks if trade receivables are settled by bills. In this regard, the
management considers that the Group’s credit risk is significantly reduced.

The Group’s concentration of credit risk by geographical locations is mainly in PRC, which accounted for 100%
(2024: 100%) of the total trade receivables as at 31 December 2025.

In addition, the Group performs impairment assessment under ECL model. The Group applies the simplified
approach to provide for ECL prescribed by IFRS 9, which requires the use of the lifetime expected loss provision
for trade receivables and trade receivables backed by bank bills.

Management assessed the expected loss on trade receivables and trade receivables backed by bank bills
individually or collectively by estimation based on internal credit rating, general economic conditions of the industry
and an assessment of both the current as well as the forecast direction of conditions at the end of reporting period.

Trade receivables with significant outstanding balances or credit-impaired balances with gross carrying amounts
of RMB302,291,000 and Nil (2024: RMB399,120,000 and RMB85,000) respectively as at 31 December 2025
are assessed individually and the remaining balances with gross carrying amount of RMB576,781,000 (2024:
RMB546,055,000) are assessed collectively based on internal credit rating as at 31 December 2025 within lifetime
ECL (not credit-impaired). Impairment allowance of RMB35,994,000 (2024: RMB7,506,000) is recognised during
the year. Details of the quantitative disclosures are set out below in this note.
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33. FINANCIAL INSTRUMENTS (Continueqd)
Financial risk management objectives and policies (Continued)
Credit risk and impairment assessment (Continued)
Trade receivables arising from contracts with customers (Continued)
The Group’s internal credit rating comprises the following categories:

Internal
credit rating

Description

NOTES TO THE CONSOLIDATED

Trade receivables

Other
financial assets

Low

Normal

High

Loss

Write-off
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The customers have a low risk
of default and do not have any
material past-due amounts

The customers have a normal risk
of default based on historical
settlement record

The customers frequently repay but
usually settle after due date

There is evidence indicating the
asset is credit-impaired

There is evidence indicating that the
debtor is in severe financial difficulty
and the Group has no realistic
prospect of recovery

China Shineway Pharmaceutical Group Limited

Lifetime ECL —
not credit-impaired

Lifetime ECL —
not credit-impaired

Lifetime ECL —

not credit-impaired

Lifetime ECL —
credit-impaired

Amount is written off

12m ECL

12m ECL

Lifetime ECL —
not credit-impaired

Lifetime ECL —
credit-impaired

Amount is written off
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33. FINANCIAL INSTRUMENTS (Continued)
Financial risk management objectives and policies (Continued)
Credit risk and impairment assessment (Continued)
Trade receivables arising from contracts with customers (Continued)
The table below details the credit risk exposures of the Group’s trade receivables, which are subject to collective
ECL assessment:

2025 2024
Gross Gross
Average carrying Average carrying
Internal credit rating loss rate amount loss rate amount
RMB’000 RMB’000
Low 0.84% 16,283 0.45% 39,551
Normal 8.37% 305,326 4.59% 342,048
High 18.34% 255,172 12.28% 164,456

The estimated loss rates are estimated based on historical observed default rates over the expected life of the
debtors and forward-looking information that is available without undue cost or effort. Such forward-looking
information is used by the management of the Group to assess both the current as well as the forecast direction
of conditions at the reporting date. The grouping is regularly reviewed by the management of the Group to ensure
relevant information about specific debtors is updated. During the year ended 31 December 2025, the Group
provided RMB36,079,000 (2024: RMB7,421,000) impairment allowance for trade receivables under lifetime ECL
(not credit-impaired).

As at 31 December 2025, the Group assessed the ECL of trade receivables backed by bank bills with a gross
carrying amount of RMB128,733,000 (2024: RMB177,687,000) backed by banks with external credit rating ranged
from A1 to Bal (2024: A1 to Bal) at the loss rates ranged from 0.07% to 0.28% (2024: 0.08% to 0.12%) and
the remaining balances with a gross carrying amount of RMB66,862,000 (2024: RMB117,775,000) backed by
banks that do not have external crediting rating at the loss rate of 1.87% (2024: 1.18%). During the year ended
31 December 2025, the Group reversed RMB259,000 (2024: RMB894,000) impairment allowance for trade
receivables backed by bank bills under lifetime ECL (not credit-impaired).
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33. FINANCIAL INSTRUMENTS (Continueqd)
Financial risk management objectives and policies (Continueq)
Credit risk and impairment assessment (Continued)
Trade receivables arising from contracts with customers (Continued)
The following table shows the movement in lifetime ECL that has been recognised for trade receivables and trade
receivables backed by bank bills under simplified approach:

Lifetime Lifetime
ECL ECL
(not credit- (credit-
impaired) impaired) Total
RMB’000 RMB’000 RMB’000
As at 1 January 2024 31,849 384 32,283
Changes due to financial instruments recognised
as at 1 January 2024:
— Transfer to credit-impaired (85) 85 -
— Impairment loss reversed (16,930) (384) (17,314)
New financial assets originated or purchased 23,926 — 23,926
As at 31 December 2024 38,760 85 38,845
Changes due to financial instruments recognised
as at 1 January 2025:
— Impairment loss recognised 13,292 - 18,292
— Impairment loss reversed (13,322 (85) (13,407)
New financial assets originated or purchased 35,850 - 35,850
As at 31 December 2025 74,580 — 74,580
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33. FINANCIAL INSTRUMENTS (Continued)

Financial risk management objectives and policies (Continued)
Credit risk and impairment assessment (Continued)

Trade receivables arising from contracts with customers (Continued)

Changes in the loss allowance for trade receivables are mainly due to:

2025 2024
(Decrease) increase (Decrease) increase
in lifetime ECL in lifetime ECL
Not credit- Credit- Not credit- Credit-
impaired impaired impaired impaired
RMB’000 RMB’000 RMB’000 RMB’000

Trade receivables with gross

carrying amount of Nil (2024:

RMB85,000) default and transferred

to credit-impaired - - (85) 85
Increase in credit loss rate of trade

receivables with a gross carrying

amount of RMB240,316,000

(2024: Nil) 13,292 - - -
Settlement in full of trade receivables

with a gross carrying amount

of RMB1,000,406,000 (2024:

RMB1,131,176,000) (13,322) (85) (16,930) (384)
New trade receivables with

gross carrying amount of

RMB834,351,000 (2024:

RMB1,079,383,000) 35,850 - 23,926 =

The Group writes off a trade receivable when there is information indicating that the debtor is in severe financial
difficulty and there is no realistic prospect of recovery, e.g. when the debtor has been placed under liquidation or
has entered into bankruptcy proceedings, or when the trade receivables are over three years past due, whichever
occurs earlier.

Other receivables

For other receivables with gross carrying amount of RMB18,703,000 (2024: RMB63,217,000), the directors of
the Company make periodic individual assessment on the recoverability of other receivables based on historical
settlement records, past experience, and also quantitative and qualitative information that is reasonable and
supportive forward-looking information. The directors of the Company believe that there are no significant increase
in credit risk of these amounts since initial recognition and the Group provided impairment based on 12m ECL.
For the years ended 31 December 2025 and 2024, the Group assessed the ECL for other receivables were
insignificant and thus no loss allowance was recognised.
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33. FINANCIAL INSTRUMENTS (Continued)

Financial risk management objectives and policies (Continueq)

Credit risk and impairment assessment (Continued)

Bank balances

As at 31 December 2025, the Group assessed the ECL of bank balances with a gross carrying amount of
RMB7,189,614,000 (2024: RMB6,140,502,000) placed in banks with external credit rating ranged from Aal to
Baa3 (2024: Aal to Baa3) at the loss rates ranged from 0.04% to 0.28% (2024: 0.05% to 0.12%) and bank
balances with a gross carrying amount of RMB4,036,000 (2024: RMB4,211,000) placed in banks that do not
have external crediting rating at the loss rate of 1.87% (2024: 1.18%). For the years ended 31 December 2025
and 2024, the Group assessed the ECL for bank balances were insignificant based on 12m ECL and thus no
further loss allowance was recognised.

The following table shows the movement in 12m ECL that has been recognised for bank balances:

12m ECL
RMB’000

As at 1 January 2024, 31 December 2024 and 31 December 2025 4,618

Liquidity risk

The directors of the Company have built an appropriate liquidity risk management framework for the management
of the Group’s short, medium and long-term funding and liquidity management requirements. The Group manages
liquidity risk by continuously monitoring forecast and actual cash flows and matching the maturity profiles of
financial assets and liabilities.

The following table details the Group’s remaining contractual maturity for its financial liabilities. The table has been
drawn up based on the undiscounted cash flows of financial liabilities based on the earliest date on which the
Group can be required to pay. The maturity dates for financial liabilities are based on the agreed repayment dates.
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33. FINANCIAL INSTRUMENTS (Continued)
Financial risk management objectives and policies (Continued)

Liquidity risk (Continued)

More than More than

Weighted 1yearbut 2 years but Total
average Repayable Less than less than less than  undiscounted Carrying
interest rate  on demand 1 year 2 years 5 years cash flows amount

RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB'000

2025
Trade payables - - 340,026 - - 340,026 340,026
Other payables - - 304,036 - - 304,036 304,036
Amounts due to related companies - 13,784 - - - 13,784 13,784
Lease liabiltties 4.55% - 9,358 519 303 10,180 9,851
Bank borrowings 1.10% - 325,158 - - 325,158 325,051
Total 13,784 978,578 519 303 993,184 992,748

More than
Weighted 1 year but Total

average Repayable Less than less than ~ undiscounted Carrying
interest rate on demand 1 year 2 years cash flows amount
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000

2024
Trade payables - - 357,402 9,644 367,046 367,046
Trade payables backed by bank bills - - 35,918 - 35,918 35,918
Other payables - - 292,032 - 292,032 292,032
Amounts due to related companies - 13,784 - - 13,784 13,784
Lease liabilities 4.43% - 8,359 8,484 17,343 16,527
Bank borrowings 1.63% = 332,693 = 332,693 330,000
Total 13,784 1,026,904 18,128 1,058,316 1,055,307

Fair value measurement of financial instruments
The fair values of financial assets and financial liabilities are determined in accordance with generally accepted
pricing models based on discounted cash flow analysis.

Financial assets at FVTPL products are measured at fair value for financial reporting purposes. In estimating the
fair value, the Group uses market-observable data to the extent it is available.

The directors of the Company consider that the carrying amounts of financial assets and financial liabilities recorded
at amortised cost approximate their fair values.

China Shineway Pharmaceutical Group Limited 115 Annual Report 2025



4]

NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2025

34. RELATED PARTY DISCLOSURES

Other than as disclosed elsewhere in the consolidated financial statements, the Group has followi
and balances with related parties:

ng transactions

As at/ As at/

For the For the

year ended year ended

31 December 31 December

Name of related parties Nature of balances/transactions 2025 2024
RMB’000 RMB’000

Shineway Medical Interest expenses on lease liabilities 499 790
Service fee 11,832 11,832

LLease liabilities 7,088 13,871

Technical service 4,900 4,200

Shineway Sanhe Interest expenses on lease liabilities 82 130
Service fee 2,707 2,707

Lease liabilities 1,168 2,285

Shineway Training School Service fee 1,322 1,146

Shineway Training School is ultimately controlled by the controlling shareholder of the Company.

Compensation of key management personnel

Key management personnel is deemed to be the members of the board of directors of the Company which
has responsibility for planning, directing and controlling the activities of the Group. Remuneration paid for key

management personnel is disclosed in note 11.

N
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35. STATEMENT OF FINANCIAL POSITION OF THE COMPANY

2025 2024
RMB’000 RMB’000
Non-current asset
Investments in subsidiaries 63,599 63,599
Current assets
Other receivables 5,917 26
Amounts due from subsidiaries* 1,500,858 1,479,444
Bank balances and cash 1,596,273 664,574
3,103,048 2,144,044
Current liabilities
Other payables 3,554 3,783
Amounts due to subsidiaries 1,667 1,745
5,221 5,528
Net current assets 3,097,827 2,138,516
Total asset less current liabilities 3,161,426 2,202,115
Net assets 3,161,426 2,202,115
Capital and reserves
Share capital 87,662 87,662
Reserves (note) 3,073,764 2,114,453
Total equity 3,161,426 2,202,115
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35. STATEMENT OF FINANCIAL POSITION OF THE COMPANY (Continued)

Note:

Reserves

RMB’000
At 1 January 2024 956,232
Profit and total comprehensive income for the year 1,566,137
Dividends paid (407,916)
At 31 December 2024 2,114,453
Profit and total comprehensive income for the year 1,314,349
Dividends paid (855,038)
At 31 December 2025 3,073,764
* The management of the Company considered that the expected loss on amounts due from subsidiaries is insignificant after

assessing the financial position of these subsidiaries.

36. PRINCIPAL SUBSIDIARIES

Details of the principal subsidiaries at 31 December 2025 and 2024 are as follows:

Place and date of

incorporation/ Issued share
establishment/ fully paid/ Percentage of equity interest
Name of companies operations registered capital held by the Company Principal activities
2025 2024
Yuan Da Investment Limited Hong Kong Ordinary share 100% 100%  Investment holding
10 November 2009 - HK$1
Yuan Da International Limited BvI Share 100% 100%  Investment holding
EXERBRAF 20 November 2002 - US$10,000
Hong Zhan International Limited BvI Share 100% 100%  Investment holding
ERERARAR 20 November 2002 - US$10,000
Shineway Pharmaceutical Group PRC Registered capital 100% 100%  Research and development,
Limited (note &) 30 December 2003 - US$136,000,000 manufacturing and trading
BHEXEEERAT of Chinese pharmaceutical
products
Hebei Shineway Pharmaceutical PRC Registered capital 100% 100%  Manufacturing and trading of
Company Limited (note &) 30 December 2003 - US$12,000,000 Chinese pharmaceutical
MIRRHEEER AR products
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36. PRINCIPAL SUBSIDIARIES (Continued)

Place and date of

incorporation/ Issued share
establishment/ fully paid/ Percentage of equity interest
Name of companies operations registered capital held by the Company Principal activities
2025 2024
China Shineway Pharmaceutical Hong Kong Ordinary share 100% 100%  Trading of Chinese
(Hong Kong) Limited 21 April 2004 - HK$1 pharmaceutical products
hEBFES (B8) BRAA
Xizang Shineway Pharmaceutical PRC Registered capital 100% 100%  Trading of Chinese
Company Limited (note a) 7 November 2006 - US$1,250,000 pharmaceutical products
REEBHERERAA
Shineway Pharmaceutical (Zhangjiakou) ~ PRC Registered capital 100% 100%  Manufacturing and trading of
Company Limited (note b) 18 November 2002 - RMB22,000,000 Chinese pharmaceutical
BEEE (FXA) BRAA products
Shineway Pharmaceutical (Sichuan) PRC Registered capital 100% 100%  Manufacturing and trading of
Limited) (note b) 15 September 2003 - RMB400,500,000 Chinese pharmaceutical
wREE (M) ARAF products
Shineway Pharmaceutical (Minle) Modem ~ PRC Registered capital 100% 100%  Trading of Chinese
Agricuttural Limited (note b) 17 June 2012 - RMB2,000,000 pharmaceutical products
BEER (R%) BREXARLA
Hebei Tongshun Bioenergy Technology ~ PRC Registered capital 100% 100%  Manufacturing and trading of
Limited (note b) 20 September 2013 - RMB10,000,000 Chinese pharmaceutical
BN E R R BB AR products
Australia Shineway Technology Pty Ltd.  Australia Registered capital 100% 100%  Research and development
29 August 2012 - AUD1,000 of Chinese pharmaceutical
products
Shineway Pharmaceutical Group PRC Registered capital 100% 100%  Manufacturing and trading of
(Shandong) Company Limited (note b) 27 April 1993 - RMB28,000,000 Chinese pharmaceutical
BHEXEE (LR) BRAR products
Yunnan Shineway Spirin Parmaceutical ~ PRC Registered capital 100% 100%  Manufacturing and trading of
Company Limited (note b) 20 November 2014 - RMB50,000,000 Chinese pharmaceutical
BT EEBR AT products
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36. PRINCIPAL SUBSIDIARIES (Continued)

incorporation/ Issued share
establishment/ fully paid/ Percentage of equity interest
Name of companies operations registered capital held by the Company Principal activities
2025 2024
Beijing Wanter Bio-Pharmaceutical PRC Registered capital 100% 100%  Research and development,
Co., Ltd. (note b) 25 August 2002 - RMB8,000,000 manufacturing and trading of
IR ERRENREER AR pharmaceutical products
Jing Jin Ji Lian Chuang Medicine PRC Registered capital 100% 100%  Research and development
Research (Beiing) Limited (note b) 19 January 2017 - RMB10,000,000 of Chinese pharmaceutical
REEBEEYHE (tr) ERAR products
Kunming Shineway (note b) PRC Registered capital 100% 100%  Manufacturing and trading of
BREE (BH) 5RAF 4 June 1997 - RMB1,000,000 Chinese pharmaceutical
products
Chuxiong Shineway Spirin Medicine PRC Registered capital 100% 100%  Research and development
Research Limited (note b) 1 June 2018 - RMBS5,000,000 of Chinese pharmaceutical
BB EHRER A products

Notes:

(@ Being foreign wholly-owned enterprises.

(b) Being PRC domestic enterprises.

Except for Yuan Da Investment Limited, Yuan Da International Limited and Hong Zhan International Limited, all
other subsidiaries are indirectly held by the Company.

The above table lists subsidiaries of the Group which, in the opinion of the Directors, principally affected the
results or assets of the Group. To give details of other subsidiaries would, in the opinion of the Directors, result
in particulars of excessive length.

None of the subsidiaries had issued any debt securities at the end of the year.
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