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21 TRADE AND OTHER PAYABLES

The Group

Note

Trade payables
— Reltted pottieS e somus s s 32(d)
= Thitd PathES + o cecwonss s 5 % & oo s

Bill§ pavable s vasenses v ¢ & s 6 3
Other non-trade payables to

related: Parties « « wasemm & 5 5 swms 32(d)
VAT and other taxes payable ........
Accrued payroll and benefits ........
Acciued EXpPenses @ 3 st ¥ E B
Accrued Toyvalty fees s voang 5 v ¢ v
Other payables for purchasing fixed

AS8BIS) caesnram » % & avenes @ % V.
Othier payables « covns o v v o saiosns
Foreign currency option contracts .....

The Company
Note

Trade payables
— Related parties....ooovininann. 32(d)
— Third parties . . . . oo v iv i v vn s

Bills: pavables . cmsin « » 5 semaos * o
Other non-trade pavables to
telated parties « amva v 9 5 e & 32(d)
VAT and other taxes pavable . .......
Accrued payroll and benefits ........
Othiet payables . voin v 5 v v 5 5 5

As of 31 December

2022 2023 2024
RMEB 000 RMB 000 RMB 000
66,165 88,074 101,848
408,728 548,857 691,060
474,893 636,931 792,908
269,883 207,435 537,948
2,402,404 = -
157,903 152,810 98,330
304,971 335,524 193,226
740,417 660,281 589,687
261,585 356,669 2,630
172,111 136,106 154,303
133,223 107,112 52,597
- 1,139 -
4,917,390 2,594,007 2,421,629
As of 31 December
2022 2023 2024
RMB 000 RMB 000 RMB 000

15,889 81,146 77352
340,874 416,182 532,528
356,763 497,328 609,880
173,261 93,500 213,000
2387567 - -
2,329 5,763 1,249
81,782 77,813 74,421
237,182 506,491 709,280
3,238,884 1,180,895 1,607,830

All trade and other payables (including amounts due to related parties) are expected to be settled within one

year or are repayable on demand.
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An ageing analysis of trade and bills payables based on the invoice date is as follows:

The Group

Withiti ;I SO0 sevmis 5 5 5 w svaomsomms % ¥ ¢ s
Over 1 month but within 3 months .........
Over 3 months but within 1 year...........
OVEE 1 Yok v ¢ o ¢ v sswbnn 1 69 o PEDEEY 8

The Company

Within Ilmonth .....................
Over 1 month but within 3 months .........
Over 3 months but within 1 year...........
OVEr 1 MeAT: & &« & sisusininuea s e o soseronn s & 4

BANK LOANS AND OTHER BORROWINGS

The Group

Note

Non-current
Bank Toans ........c..coooiiiiiiii e 22(a)
Obligations arising from sale and

leaseback transactions.......................ccocoocoevenn, 22(b)
Current
Bank 108058 5 5 ¢« coiieing & 0 5 Semvias » 22(a)
Obligations arising from sale and

leaseback transactions ........... 22(b)

s Tl

As of 31 December

2022 2023 2024
RMB 000 RMB 000 RMB 000
319,969 470,643 528,819
96,040 104,209 182,142
254,895 234,128 552,410
73,872 35386 67,485
744,776 844,366 1,330,856
As of 31 December
2022 2023 2024

RMB 000

RMB 000

RMB 000

229,668 339,939 437,963
70,274 76,841 126,723
202,558 169,200 245,502
27,524 4,848 12,692
530,024 590,828 822,880
As of 31 December
2022 2023 2024

RMB 000

RMB 000

RMB 000

2,187,529 1,761,498 2,093,515
62,500 199,815 193,553
2,250,029 1,961,313 2,287,068
915.431 2,908,886 1,921,061
91,714 380,311 275,164
1,007,145 3,289,197 2,196,225
3,257,174 5,250,510 4,483,293
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(a)

The Company

Non-current

Bailk 10868 « 5 & ¢ owiwws o 5 5 dawenn o

Obligations arising from sale and
leaseback transactions ...........

Current

Bank 1oans: « s s ¢ saens 8 5 8 paenis g

Obligations arising from sale and
leaseback transactions ...........

Bank loans

As of 31 December

The analysis of the repayment schedule of bank loans is as follows:

The Group

Within 1 year or on demand

After 1 year but within 2 years........
After 2 years but within 5 years .......
ATEL: DIVEAES & & worpmenm & & & = oysssmsi 3 »

The Company

Within 1 vear or on demand .........

After 1 year but within 2 years........
After 2 years but within 5 vears .......

Note 2022 2023 2024
RMB 000 RMB 060 RMB 000
22(a) 1,558,500 1,507,500 1,346,250
22(b) = 165,527 51,582
1,558,500 1,673,027 1,397,832
22(a) 767,530 743,448 737,356
22(b) 16,272 226,231 117,258
783,802 969,679 854,614
2,342.302 2,642,706 2,252 446
As of 31 December
2022 2023 2024

RMB 000

RMB 000

RMB 000

915,431 2.,908.886 1,921,061
413,291 734,498 1,090,111
1,709,013 1,027,000 918,070
65,225 - 85,334
2,187,529 1,761,498 2,093,515
3,102,960 4,670,384 4,014,576
As of 31 December
2022 2023 2024
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RMB 000

RMB 000

767,530 743.448
317,000 580,500
1,241,500 927,000
1,558,500 1,507,500
2,326,030 2,250,948

RMB 000

737,356

664,250
682,000

1,346,250

2,083,606
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As of 31 December 2022, 2023 and 2024, the bank loans were secured as follows:

The Group
As of 31 December
2022 2023 2024
RMB 000 RMB 000 RMB 000
URASECUEE@ v s o s sin s v e .40,055 149,802 662,320
Becured . ooomuim 5 o v aupEnE 8 & S ¥ § S 3,062,905 4,520,582 3,352,256
Total o v e 3.102.960 4,670,384 4,014,576
The Company
As of 31 December
2022 2023 2024

SEOUICA cauvmmmisin & ¥ ¢ v vt & % & @ 0 SetdE

(1) The Group’s bank loans were secured as follows:

The Group

Nate
Ownership interests in leasehold
land held for own use.......................... Ha)(iii)
Construction in progress.......................... Ha)(iu)
Plant and buildings............ccocoooeiiiinn 1 a)fiii)
Bills seseiVable . ovssmnmnsnaanimiu 18(1)
Restricted: ©a8h: » ¢ suaps v ¢ pa
Equity interest of a subsidiary ...
The Company
Note
Ownership interests in leasehold
land held for own use..........cocooceein. 11(a)

Restricted cash...cooensoann
Equity interest of a subsidiary ...

RMB 000

RMEB 000

RME 000

2,326,030 2,250,948 2,083,606
As of 31 December
2022 2023 2024
RMB 000 RMB 000 RMB 000
170,532 264,928 293,211
409,075 117,949 228,404
609,044 667,593 913,422
10,667 19,512 105,843
- 1,545,237 284,507
1,560,266 2,039,788 -
2,759,584 4,655,007 1,825,387
As of 31 December
2022 2023 2024

RMB 000

RMB 000

11.210 10,887
1,560,266 2,039,788
1.571.476 2,050,675

RMB 000

10,565
40,000

50,565

As of 31 December 2022, 2023 and 2024, apart from the above secured assets, the respective bank loans
of RMB2.616,029,000, RMB2,812,021.000 and RMB3.373,597,000 were additionally guaranteed by the
ultimate controlling parties, Mr. Zhang Yushuai and Ms. Guo Meilan and the companies owned by the

ultimate controlling parties.
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(b)

(i1)

(1i1)

(iv)

As of 31 December 2022, 2023 and 2024, the total banking facilities amounted to RMB3,312,500,000,
RMB5.,465,961,000 and RMB35,255,817,000 respectively. Such facilities were utilised to the extent of
RMB3,084,929,000, RMB4,643,028,000 and RMB3,903,599,000 respectively. These facilities are
subject to the fulfilment of covenants relating to certain of the Group’s balance sheet ratios and intended
use of the loans, as commonly found in lending arrangements with financial institutions. If the Group
breached the covenants, the drawn down facilities would become payable on demand. The Group
regularly monitors its compliance with these covenants. Further details of the Group’s management of
liquidity risk are set out in Note 30(b).

As of 31 December 2022, 2023 and 2024, bank loans of RMBI10,677,000, RMB19,512,000 and
RMB105,843,000 represented the bills discounted with recourse which were repayable within one year
respectively.

As of 31 December 2022, 2023 and 2024, a subsidiary of the Group has non-current bank loans with
carrying amounts of RMB293,900,000, RMB289,500,000 and RMB285,100,000. The loans contain
covenants that when the subsidiary’s liability-to-asset ratio exceeds 70%, or when its contingent liability
ratio exceeds 70% at any time, it is considered a breach of the loan contract, the loans will become
repayable within 12 months after the breach. The subsidiary of the Group complied with the thresholds
and did not breach any limited covenants when they were tested at 31 December 2022, 2023 and 2024,

As of 31 December 2024, a subsidiary of the Group has non-current bank loans with carrying amounts
of RMB286,783,000. The loans contain covenants that when the subsidiary’s liability-to-asset ratio
exceeds 68%, or when its contingent liability ratio exceeds 68% at any time, it is considered a breach
of the loan contract, the loans will become repayable within 12 months after the breach. The subsidiary
of the Group complied with the thresholds and did not breach any limited covenants when they were
tested at 31 December 2024,

As of 31 December 2024, a subsidiary of the Group has non-current bank loans with carrying amounts
of RMB260,587,000. The loans contain covenants that when the subsidiary’s liability-to-asset ratio
exceeds 65%, or when its contingent liability ratio exceeds 65% at any time, it is considered a breach
of the loan contract, the loans will become repayable within 12 months after the breach. The subsidiary
of the Group complied with the thresholds and did not breach any limited covenants when they were
tested at 31 December 2024.

Obligations arising from sale and leaseback transactions

Obligations arising from sale and leaseback transactions were repayable as below:

The Group
As of 31 December
2022 2023 2024
RMB 000 RMB 000 RMB 000

Withift 1§88 s wvan ensvm varen v s & wois o 97.731 409,728 293,538
After 1 year but within 2 vears. ........... 64,474 140,091 181,625
After 2 years but within 5 years ........... - 71,113 18,336
Total undiscounted obligations arising from sale

and leaseback transactions ............. 162,205 620,932 493,499
Less: total future interest eXpenses ......... (7,991) (40,8006) (24,782)
Total

............................ 154.214 580,126 468,717

e Py e



kPG

23

The Company

As of 31 December

2022 2023 2024
RMB 000 RMB 000 RME 000

Within I year... ..o iiiiiinnnnnnn. 16,689 248,762 124,997
After 1 year but within 2 vears., ........... = 121,679 52,701
After 2 years but within 5 years ........... - 52,701 -
Total undiscounted obligations arising from sale

and leaseback transactions ............. 16,689 423,142 177,698
Less: total future interest expenses ......... (417) (31,384) (8.858)
TOtA] e o 0 o % ¥ snamses & & § ¥ SEEE S w9 K 16,272 391,758 168.840

All obligations arising from sale and leaseback transactions were secured by plant and buildings and
machinery as mentioned in Note ll(a)(iv), and were guaranteed by Shenzhen HEC Industrial, Yichang HEC
Power Plant Co., Ltd., Mr. Zhang Yushuai and Ms. Guo Meilan, the ultimate controlling parties of the Group

as of 31 December 2022, 2023 and 2024.

LEASE LIABILITIES

As of 31 December

2023

2024

RMB 000

31,703
32,691
33,748

2,139

As of 31 December

RMB 000

41.147
40472
58.800

465

The Group

2022

RMB 000
WIthin 1 76 A1 vn o cnm & s v oo v v 33,611
After 1 year but within 2 years............ 26,264
After 2 years but within 5 years .. ... e 56,099
AftEr 5 Years o v v v v vt i e e 326
82,689

Total v v s st e 116,300
The Company

2022

2023

2024

RMB 000

Within T F 88T v vaves v v 3 wens vons s 29365
After 1 year but within 2 years. ........... 25433
After 2 years but within 5 years ........... 55,623
After 5 vears . o v v v v vt i e -

81.056
Total 4 % 5555 STt 5 59§ Diuiins w a5 u we 110,421

— 1-68 -

RMB 000

30,032
31,878
32,542

1.920

RMB 000

37,333
36,982
57.224
11319
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INTEREST-BEARING BORROWINGS

As of 31 December
2022

RMEB 000

Convertible bonds
— ICHFTCNE & 5 svapmmapns 5 5 5 5§ VG RIISH S 5 ¥ o b Snlviah s 5 8 5 0 B 5 Daeng % g 4 2,906,963

(i)

(i)

2,906,963

On 20 February 2019, the Company’s subsidiary, HEC CJ Pharm issued a tranche of 1.600 H share
convertible bonds with an aggregate principal amount of USD400,000,000 (equivalent to approximately
RMB2,702,320,000 translated at the then exchange rate). Each number of bond has a face value of
USD250,000 and a maturity date of 20 February 2026. The bonds bear interest at 3.0% per annum
payable semi-annually in arrears on 30 June and 31 December of each year. The bondholders have the
right to convert the bonds to the HEC CJ Pharm’s ordinary shares at a price of HKD14 per conversion
share subject to adjustment in relation to the adjusted net profit for the year ended 31 December 2021.
The bonds are unsecured.

As the convertible bonds do not contain an equity component, the conversion option embedded in the
convertible bonds above is measured at fair value and the liability component is carried at amortised
cost.

According to the subscription agreement, the Group will be in breach of covenants when incurring in
(a) the second six months of financial year 2018 aggregate capital expenditure which, when aggregated
with the capital expenditure of the Group incurred for that six months, exceeds RMB450,000,000; (b)
financial year 2019 aggregate capital expenditure which, when aggregated with the capital expenditure
of the Group incurred for that financial year, exceeds RMB400.000,000; or (c) any subsequent financial
vear aggregate capital expenditure which, when aggregated with the capital expenditure of the Group
incurred for that financial year, exceeds RMB150,000,000.

The bondholders have the right to redeem all or any portion of the convertible bonds on or before the
maturity date upon occurrence of the breach of covenants as agreed in the subscription agreement. In
2020, the bondholders informed the Group that the aggregate capital expenditure incurred by the Group
for 2020 exceeded RMB150,000,000 and such excess capital expenditure was incurred without the
consent of the bondholders under the subscription agreement. Accordingly, a covenant was breached
with the effect that the convertible bonds became repavable on demand.

The Group had obtained series of waiver letters from the bondholders stated that the bondholders agreed
to temporarily waive their right to issue an early redemption notice by reason of the aforementioned
breach until a specific time. The last waiver letter was obtained on 30 September 2021 and pursuant to
such letter, the bondholders agreed to waive their right to issue an early redemption notice on the
convertible bonds until 1 January 2023.

On 26 September 2022, HEC CJ Pharm repurchased certain convertible bonds in the aggregate principal
amount of USD95338.000 from the bondholders with a total consideration of USDI127,318,000
(equivalent to RMB912,907,000).

During the year ended 31 December 2023, the Company entered into certain bond purchase agreements
with the bondholders, pursuant to which the Company agreed to repurchase all remaining portion of the
convertible bonds in the aggregate principal amount of USD28.912.000, USD43.119,000,
USD38,548.000 and USDI194,161.000 from the bondholders at the total purchase price of
USD40,000,000,  USD60,000,000,  USD34,075,000 and  USD263,191,000  (equivalent  to
RMB2,923,366,000 in total) on 31 January 2023, 15 March 2023, 3 April 2023 and 5 July 2023
respectively.

On § July 2023, the Company completed the redemption of all the convertible bonds pursuant to above

agreements. The bondholders no longer have any interest in the bonds and/or any rights arising
therefrom.

- 1-69 —



(iv)  The convertible bonds recognised in the consolidated statements of financial position of the Group are
analysed as follows:

Host liability Derivative
component com ponent Total
RMB 000 RAMB 000 RMB 000

At 1 January 2022. ..., 2,364,366 235,759 2,600,125
Change on derivative financial instruments

embedded in convertible bonds ...... - 859,569 859,569
Accrued interest (note 6(a)) .......... 257,329 - 257,329
Interest patd . v v s s v msens s (78.,485) - (78.485)
Exchange loss . ................. 239,811 - 239,811
Repurchase of convertible bonds

(note 24(i) v v v v v v v i i i i i, (658,709) (312,677) (971.386)
At 31 Deceriber 2022 v i 5 v vavvan 5 v 6 2,124,312 782,651 2.906,963
Change on derivative financial instruments

embedded in convertible bonds ...... - 79,796 79,796
Accrued interest (note 6(a)) . ..v.ouu.. 92,178 - 92,178
TRIETESt PAld % 2 ¢ v 4 5 2 5455 5 8 (66,678) - (66,678)
EXChanBe 1688 » o v swrwrs & & ¢ Lolsimis 4 35,730 - 35.730
Repurchase of convertible bonds

(ote 240 s « o wwenen v 8 @ s 6 (2,185,542) (862.,447) (3,047,989)
At 31 December 2023 and

51 ‘December 2024 . 5 ¢ woenn 3 5 s - = -

25 FINANCIAL INSTRUMENTS WITH PREFERENTIAL RIGHTS ISSUED TO INVESTORS

From July 2020, the Company entered into a series of investment agreements with certain investors (the
“Pre-Listing Investors™), pursuant to which, the Pre-Listing Investors agreed to invest by subscribing the Company’s
capital. In addition, the Pre-Listing Investors entered into equity transfer agreements with Shenzhen HEC industrial
to acquire shares of the Company.

On 10 December 2021, the Company, Controlling Sharcholders and Pre-Listing Investors entered into an
agreement, pursuant to which, the Pre-Listing Investors would have the right but not the obligation to request the
Company and/or the Controlling Sharcholders of the Company to repurchase all or part of the shares of the Company
held by the Pre-Listing Investors, upon the occurrence of any of the specified redemption triggering events, including
but not limited to:

(1) a qualified listing of the Company does not consummate within 2 years from the closing date; and

(i) a change in the Controlling Shareholders or actual controller of the Group without the written consent
of the Pre-Listing Investors.

The repurchase price of each share shall equal to the aggregate of the original price plus per annum interest
10% calculated on a simple basis for the period from the payment date of the consideration up to the repurchase date,
plus all declared but unpaid dividends.

As of 31 December 2021, the Pre-Listing Investors had held 35% of equity interests of the Company by paying
a total amount of RMB6,909,025,000, including RMB3.226,240,000 to subscribe the Company’s capital and
RMB3.682,785.000 to acquire shares held by Shenzhen HEC Industrial.

On 14 February 2022, an additional amount of RMB38.000.000 was paid the by Pre-Listing Investors to
subscribe 0.48% of the Company’s capital.

~1-70 -
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Presentation and classification

As the occurrence of the specified redemption triggering events such as no qualified listing of the Company

consummated by the specified date and change of control of the Group, is beyond the Company’s control, the
Company recognised financial liabilities for its obligation to buy back the shares. The Company’s capital subscribed
by the Pre-Listing Investors are held as treasury stock. The financial liabilities are measured at the present value of
the redemption amount. The changes in the carrying amount of the financial liabilities were recorded in profit or loss

as “finance costs”.

26

The Group and the Company

Years ended 31 December

The movements of financial instruments with preferential rights issued to investors during the year are set out
below:

2022

RMB 000

AL T January s s osssans i3 s o aentas 595 0y 7.451,661
Issuance of financial instruments with
preferential rights to investors ........... 38,000

Changes in carrying amount of financial
instruments with preferential rights issued to

MIVESIOIS « svumrvvanon & & 9 @ & svvion & 5 & & 0% 172,715
Reclassification to equity as consideration for

issuing paid-in capital (note) . . .......... (7,662,376)

At 31 -DECEHBEL vwinips # % 8 & vaEG & ¥ ¢ 53 -

2023

2024

RMB 000

RMB 000

Note: In March 2022, each of the then Pre-Listing Investors provided a confirmation to the Company and its
subsidiaries that are subject to the redemption rights, pursuant to which, the Pre-Listing Investors agreed
to waive the redemption right against the Company and the involved subsidiaries. The directors of the
Company considered that these financial instruments meet the definition of equity, and therefore were

reclassified from financial liabilities to equity.

DEFERRED INCOME

The Group
Years ended 31 December
Note 2022 2023 2024
RMB 000 RMB 000 RMB 000
AL 1 JANNBLY oovcoviin v v ¢ o+ vissmins & 5 & 6 228,393 271,891 274.398
AddItions .. v v e e i e 61,770 11,080 4,300
Credited to profit or loss........... 3 (18,272) (8.573) (15,744)
At 31 Deceber caame n v & & sams & & 271,891 274,398 262,954
The Company
Years ended 31 December
2022 2023 2024
RMB 000 RMB 000 RMB 000
Atl January . . ..v i it n i it i 86.285 76,207 79,058
AAdItONS s s %8 5 eREAE 55 5 Bag 5 s - 3,229 -
Credited to profit or 108S ..o vvennnnnn. (10,078) (378) (7.865)
Al 3] Decetiher o s 5 5 x & & svensnios 5 5 & s 76,207 79,058 71.193
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As of 31 December 2022, 2023 and 2024, deferred income of the Group and the Company mainly included
various conditional government grants for R&D projects of new or existing pharmaceutical products and subsidies
relating to purchase of fixed assets.

Deferred income relating to purchase of fixed assets is recognised as income on a straight-line basis over the
expected useful life of the relevant assets.

27 EQUITY SETTLED SHARE-BASED TRANSACTIONS

The Company adopted a restricted share scheme in June 2023 (the “2023 Restricted Share Scheme™) for the
purpose of attracting and retaining the employees. Under the 2023 Restricted Share Scheme, a total 22.879.253 out
of 22,955,784 restricted shares of the Company may be granted to the selected employees serving in the Group at
a subscription price, of RMB0.7738 per share. These restricted shares will vest after the 5th anniversary of the grant
date, on the condition that the employees remain in service and have fulfilled certain performance requirements. If
employees leave the Group before the vesting date or fail to fulfil the performance requirements, the restricted shares
will be forfeited. The forfeited shares will be repurchased by a shareholder designated by the Group at the original
subscription price and with an additional 3% per annum interest, and if applicable, and could be reallocated in the
subsequent grants at the discretion of the Company.

On 18 July 2023, 22,879,253 restricted shares of the Company under the 2023 Restricted Share Scheme were
granted to the selected employees serving in the Group. The weighted average grant date fair value of restricted
shares per share and aggregate fair value of restricted shares at the date of grant were RMB57.71 and
RMB1,320.482,000, respectively.

Total compensation expense calculated based on the grant date fair value and the estimated forfeiture rate and
recognised in the consolidated statements of profit or loss for aforementioned restricted shares granted to the Group’s
employees was RMBI130,278,000 and RMB266,545,000 during the vyears ended 31 December 2023 and 2024,
respectively. No restricted shares were forfeited or vested during the years ended 31 December 2023 and 2024.
Fair value of share-based payments and assumptions

The fair value of the restricted shares granted was determined by reference on the fair value of ordinary shares
of the Company as of the grant date. The directors have used the asset-based approach to determine the fair value
of the underlying shares of the Company.

28 INCOME TAX IN THE CONSOLIDATED STATEMENTS OF FINANCIAL POSITION

(a)  Current taxation in the consolidated statements of financial position represents:

Years ended 31 December

Note 2022 2023 2024
RMB 000 RMB 000 RMB 000
Provision for CIT for the year ....... (a) 60,532 368,095 95,694
Under/(over)-provision for CIT in

respect of prior years ........... 7(a) 6,122 (67) 5,969
CIT paid during the year........... (256,608) (230.491) (247.641)
(189.954) 137,537 (145.978)

Balance at 1 January ............. 198,626 8.672 146,209

Balance at 31 December . .......... 8.672 146,209 231

-1-72 -
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(c)

Deferred tax assets not recognised

In accordance with the accounting policy set out in Note 2(u), the Group has not recognised deferred tax assets

in respect of cumulative tax losses of RMB6.388,055,000, RMB7,402,700,000 and RMB7,863.014,000 as of 31
December 2022, 2023 and 2024 respectively as it is not probable that future taxable profits against which the losses
can be utilised will be available in the relevant tax jurisdictions and entities.

The unrecognised tax losses will expire in the following years:

As of 31 December

29

(a)

2022

2023

2024

CAPITAL, RESERVES AND DIVIDENDS

Movements in components of equity of the Company

RMB 000

71,404
109,718
529,921
574.830
434911

4,667,271
6.388,055

RMB 000

47,060

RMBE 000

450,926 458,814
526,685 522,868
398,750 431,433
176,633 107,928
5,802,646 6,341,971
7,402,700 7,863,014

The reconciliation between the opening and closing balances of each component of the Group’s consolidated
equity is set out in the consolidated statements of changes in equity. Details of the changes in the Company’s
individual components of equity between the beginning and the end of the year are set out below:

Balance at 1 January

2022 wsip v sagn

Total comprehensive

income for the year ..

Capital contribution from

shareholders ......

Recognition of financial
instruments with
preferential rights

issued to investors. ..

Derecognition of
financial instruments
with preferential rights

issued to investors . . .

Note 29(c)

279,158

(1,890,086)

B (37531

- 7,564,226

Note 29(d)(i) Note 29(d){ii)

(534,974)

Note 29(e)

(97.681)

- (469)

- 98,150

14 =

Note 29¢d)fiii)

Share-based
Capital Merger Treasury payment Accumulated  (Net deficit)/
share capital reserve reserve stock reserve losses total equity
RMB 000 RMB 000 RME 000 RMB 000 RMB 000 RMB 000 RME 000

(4,735,687) (6,979.270)

(817,019) (817,019)

= 38,000

- (38,000)

- 7,662,376




(b)

(c)
(i)

a joint stock company with limited li

(ii)

Balance at 31 December
2022 and I January
2028 wwranan va

Total comprehensive
income for the year . .

Issuance of new shares .

Capital contribution from
shareholders ......

Note 29(c)

279,627

13,943

10,550

Conversion into a joint
stock limited liability
company . .......

Equity-settled share-
based payment .....

159,823

Note 29(d)(i) Note 29(d)(ii)

5,674,140

1,605,507

(5,152,678)

Nore 29(e) Note 29¢d)finn)

(534.974) - -

(5,552,706)

(810,421)

Paid-in Share-based
capital/ Capital Merger Treasury payment Accumulated  (Net deficity/
share capital reserve reserve stock reserve losses total equity
RMB 000 RMB 000 RMB 000 RMB 000 RMB 600 RMB 000 RMB 000

(133.913)

(810,421)
13,943

1,616,057

Balance at 31 December
2023 and 1 January
2008 i &

Total comprehensive
income for the year ..

Equity-settled share-
based payment ... ..

463,943

2,126,969

(534,974) -

69,107 -

- 4992855 ~

69,107

Balance at 31 December
2024 ..........

463,943

2,126,969

(534.974)

69,107

144,505

(1L370,272) 754,773

—  (438,788) (438,788)

144,505

213,612

(1,809,060) 460,490

Dividends

No dividends have been declared by the Company during the years ended 31 December 2022, 2023 and 2024,

Paid-in capital/share capital

Paid-in capital

The paid-in capital of the Group represents the paid-in capital of the Company before it was converted into

Share capital

Ordinary shares, issued and fully paid:
At January o oovvinnnnnn., ...

ability.

Note

Issuance of new shares upon conversion into
a joint stock limited liability company . . . (i)

Issuance of new shares ...........
At 31 December . ....ovvvuenn...

Year ended 31 December 2023

Paid-in capital
RMB 000

279,158

............................. 469

At 31 December 2022 and 1 January 2023
Capital contribution from shareholders

279,627
10,550

. (290.177)

Year ended 31 December 2024

Number of Number of
shares RMB ‘000 shares RMB 000
- - 463943215 463,943
450,000,000 450,000 - -
13,943,215 13,943 = -
463,943,215 463,943 463,943 215 463,943
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(1) On 19 June 2023, all of the shareholders of the Company entered into a promoter’s agreement, pursuant
to which it was agreed that the Company shall be converted from a limited liability company to a joint
stock limited company. Upon the completion of the conversion, the Company had a registered capital
of RMB450 million divided into 450,000,000 shares with a par value of RMB1.00 each, which shall be
subscribed by all shareholders in proportion to their shareholdings in the Company before the
conversion. The conversion was completed on 21 June 2023,

(d) Reserves
(i) Capital reserve

The Company’s capital reserve mainly represented premium arising from capital injection from equity owners
after the deduction of treasury shares cancellation and conversion into a joint stock limited liability company (see
Note 29(c)(i)). The Company’s capital reserve also represented the premium arising from equity interests granted
from Shenzhen HEC Industrial (see Note 29(e)).

(ii)  Share-based payment reserve

The share-based payment reserve represented the portion of the grant date fair value of restricted shares
granted to the key management personnel and employees of the Group that has been recognised in accordance with
the accounting policy adopted for share-based payments in Note 2(t).

(iii)  Statutory reserve

According to the Company’s Articles of Association, the Company is required to appropriate at least 10% of
its net profit as determined in accordance with the Company Law of the PRC to its statutory surplus reserve until the
reserve balance reaches 50% of the registered capital. The appropriation to this reserve must be made before
distribution of a dividend to equity owners. The statutory reserve can be utilised, upon approval by the relevant
authorities, to offset accumulated losses or to convert into capital, provided that the balance after such issue is not
less than 25% of its registered capital.

(iv)]  Exchange reserve

The exchange reserve comprises all foreign exchange differences arising from the translation of the financial
statements of the Company and certain subsidiaries within the Group. The reserve is dealt with in accordance with
the accounting policy set out in Note 2(y).

(e) Treasury stock

(i) In February 2021, Yidu Yingwenfang Equity Investment Limited (L.P.) (&l WIS BERE S B
(ARRE), “Yidu Yingwenfang”) and Yidu Fangwenwen Equity Investment Limited (L.P.) (EE5
VE#HEEE®EX(BAREE), “Yidu Fangwenwen”) were established as employee incentive
platforms. On 15 March 2021, YiChang Research Co., Ltd. (EEREHXEMEAE A S, “Yichang HEC
Research™) transferred its 2.90% equity interest in the Company to Yidu Yingwenfang at a consideration
of RMB7.401.000. On the same day, North & South Brother Pharmacy Investment Company Limited
(AL EEEIREBMR AT wansferred its 2.90% equity interest in the Company to Yidu Fangwenwen
at a consideration of RMB7,401,000. As the Company has power to govern the relevant activities of
Yidu Yingwenfang and Yidu Fangwenwen and can derive benefits from the contributions of the eligible
employees who are awarded with the shares under the restricted share scheme, Yidu Yingwenfang and
Yidu Fangwenwen have been consolidated in the Group’s financial statements.

(i) In November 2021, the Company’s subsidiary, HEC CJ Pharm was granted with 10% equity interests
of the Company from Shenzhen HEC Industrial at nil consideration in connection with HEC CJ Pharm’s
agreement to enter into a non-competition agreement under part of the reorganisation of Shenzhen HEC
Industrial group. The Group recognised the granted equity interests as treasury stock at its fair value of
RMBI1.770,384,000 in July 2021. The Group recognised RMB773,632,000 as merger reserve and
RMB731,194,000 as non-controlling interests after netting off tax payable of RMB265,558.,000.
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In December 2022, HEC CJ Pharm (as the transferor), Shenzhen HEC Industrial (as the transferee) and
the Company (being the targeted company) entered into an equity transfer agreement (the “Equity
Transfer Agreement”), pursuant to which, Shenzhen HEC Industrial agreed to buy back 10% equity
interests of the Company at a consideration of RMB2,312,320.000, which was determined with
reference to the market value of total shareholders™ equity of the Company prepared by an independent
professional valuer. On 27 June 2023, all conditions precedents under the Equity Transfer Agreement
have been fulfilled, Shenzhen HEC Industrial completed the transaction of buying back 10% equity
interests of the Company. For the year ended 31 December 2023, the increased fair value of 10% equity
interests of the Company attributable to minority shareholders of HEC CJ Pharm (net of tax payable)
amounting to RMB223,829,000 was recognised as non-controlling interests.

(ili)  Details for treasury stock arising from financial instruments with preferential rights issued to investors
are disclosed in note 25.

(f Capital management

The Group’s primary objective when managing capital is to safeguard the Group’s ability to continue as a
going concern, so that it can continue to provide returns for its sharcholders and benefits for other stakeholders, by
pricing products commensurately with the level of risk and by securing access to finance at a reasonable cost.

The Group actively and regularly reviews and manages its capital structure to maintain a balance between the
higher shareholders returns that might be possible with higher levels of bank loans and the advantages and security
afforded by a sound capital position, and makes adjustments to the capital structure in light of changes in economic
conditions.

The Group monitors its capital structure on the basis of an adjusted net liability-to-asset ratio. For this purpose,
adjusted liabilities include bank loans, lease liabilities, interest-bearing borrowings but exclude financial instruments
with preferential rights issued to investors. During the Track Record Period, the Group's strategy was to maintain the
capital in order to continue its operations, cover its planned and/or committed capital expenditure and cover its debt
position. The Group’s adjusted net liability-to-asset ratios at 31 December 2022, 2023 and 2024 are as follows:

As of 31 December

Note 2022 2023 2024
RMB 000 RMB 000 RMB 000

Bank loans and other borrowings

= BURTENL i o 4w somonimnm & & & b 22 1,007,145 3,289,197 2,196,225
Bank loans and other borrowings

— NONGURENE o woompen o 5 ¢ vy 2 22 2,250,029 1,961,313 2,287,068
Interesting-bearing borrowings ....... 24 2,906,963 - -
Adjusted liabilities . . .. .......... 6,164,137 5,250,510 4,483,293
Total :asSets viv & 5 5 ¥ sewaies & § 8 paen 10,688,983 12,658,099 11,931,514
Adjusted net liability-to-asset ratio ... 58% 41% 38%

30 FINANCIAL RISK MANAGEMENT AND FAIR VALUES

Exposure to credit, liquidity, interest rate and currency risks arises in the normal course of the Group’s
business. The Group’s exposure to these risks and the financial risk management policies and practices used by the
Group to manage these risks are described below,

(a) Credit risk

Credit risk refers to the risk that a counterparty will default on its contractual obligations resulting in a
financial loss to the Group. The Group’s credit risk is primarily attributable to trade and bill receivables. The Group
maintains a defined credit policy and the exposures to these credit risks are monitored on an ongoing basis. The
Group’s exposure to credit risk arising from cash balances, other receivables and VAT recoverable is limited because
the counterparties are banks, financial institutions and tax authorities, for which the Group considers to have low
credit risk. Management has a credit policy in place and the exposures to these credit risks are monitored on an
ongoing basis.

~1-77 -



kPG

The Group’s exposure to credit risk is influenced mainly by the individual characteristics of each customer
rather than the industry or country in which the customers operate and therefore significant concentrations of credit
risk primarily arise when the Group has significant exposure to individual customers.

The Group has a concentration of credit risk of the total trade receivables due from the Group’s largest debtor
and the five largest debtors as follows:

As of 31 December

2022 2023 2024
Due from
 Jargest tradewdeBior . . weseees & 5 © csmeemes 5 » 30% 24% 35%
— five largest trade debtors .. ............ 65% 67% 42%

In respect of trade receivables, individual credit evaluations are performed on all customers requiring credit
over a certain amount. These evaluations focus on the customer’s past history of making payments when due and
current ability to pay. and take into account information specific to the customer as well as pertaining to the economic
environment in which the customer operates. Credit limit is established for each distributor which represents the
maximum open amount or credit term without requiring approval from the Board of Directors. The Group follows
up with the customers to settle the due balances and monitors the settlement progress on an ongoing basis. The Group
usually grants a credit term to distributors which is generally due within 0 — 90 days from the date of billing.
Normally, the Group does not obtain collateral from customers.

The Group measures loss allowances for trade debtors and other debtors at an amount equal to lifetime ECLs,
which is calculated using a provision matrix. As the Group’s historical credit loss experience does not indicate
significantly different loss patterns for different customer segments, the loss allowance based on past due status is
not further distinguished between the Group’s different customer bases.

The following table provides information about the Group’s exposure to credit risk and ECLs for trade and bill
receivables:

At 31 December 2022

Gross carrying

Expected loss rate amount Loss allowance
% RMB 000 RME 000
Within 6 months. . .. ...... vt 0.50% 683,147 3416
More than 6 months but within 1 year ....... 11.00% 1,485 163
More than | year but within 2 years ........ 45.00% 99 45
More than 2 years but within 3 years ........ 100.00% 1,575 1,575
More: than 3 YEAIs oo 5 4 ¢ eswiins o ¥ ¥ e 100.00% 6,408 6,408

692,714 11,607

At 31 December 2022

Gross carrying

Expected loss rate amount Loss allowance
% RMB 000 RMB 000
Within 6 months. . . . .. .o i i, 0.50% 1,821,153 9.105
More than 6 months but within I year ....... 11.00% 369 41
More than 1 year but within 2 years ........ 45.00% 221 95
More than 2 years but within 3 years ........ 100.00% 19 16
More than 3 ¥ears: cos 5 55 ¢ veinn s 4 o sisin 100.00% 7322 7.322

1,829,084 16,586
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At 31 December 2024

Gross carrying

Expected loss rate amount Loss allowance
% RMB 000 RMB 000
Withifi 6. Months: « 5 ¢ sy s 4 & voeens o o 0.50% 1,002,800 5,014
More than 6 months but within 1 year ....... 11.00% 717,645 78,941
More than 1 year but within 2 years ........ 45.00% 120,402 54,181
More than 2 years but within 3 vears ....... 100.00% 221 221
More than 3 years . ... ...uuvuvunnunnn 100.00% 6,217 6,217
1,847.286 144,574

Movements in the loss allowance account in respect of trade and bill receivables during the year are as follows:

Years ended 31 December

2022 2023 2024

RMB 000 RMB 000 RMB 000
Balance at 1 January .................. 15,716 11.607 16,586
Impairment loss recognised during the year .... 714 5,339 83,990
Impairment loss reversed during the year...... (4.823) (360) (1.839)
Amount written off during the year ......... - - 217
Balance at 31 December .. .. ............ 11,607 16,586 98.954

The Group measures loss allowances for trade and bill receivables at an amount equal to lifetime ECLs. The
expected credit loss rates of trade and bill receivables are estimated using a provision matrix calculated based on the
historical credit loss experience of each entity of the Group, adjusted for factors specific to the debtors, as well as
the Group’s assessment of future economic conditions over the expected lives of the receivables. The expected credit
loss rates for trade and bill receivables of the Group have remained relatively stable during the Track Record Period
as management considers that (i) there has been no significant changes in the Group’s major operating business,
customer base, or the credit risk of customers, and (i) there has been no significant changes in forward-looking
information at the end of each reporting date including the macroeconomic environment in the PRC, where the
Group’s principal business operates.

(b)  Liquidity risk

The Company and its individual subsidiaries are responsible for their own cash management, including
short-term investment of cash surpluses and the raising of loans to cover expected cash demands, subject to approval
by the Company’s board when the bank loans exceed certain predetermined levels of authority. The Group’s policy
is to regularly monitor its liquidity requirements and its compliance with lending covenants, to ensure that it
maintains sufficient reserves of cash, readily realisable marketable securities and adequate committed lines of
funding from major financial institutions to meet its liquidity requirements in the short and longer term.
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The following tables show the remaining contractual maturities at the end of each reporting period of the
Group’s financial liabilities, which are based on contractual undiscounted cash flows (including interest payments
computed at contracted rates, if floating, based on rates current at the end of the reporting period) and the earliest
date the Group can be required to:

At 31 December 2022

Contractual undiscounted cash outflow

More than More than
Within 1 year but 2 years but
1 year or less than less than More than Carrying
on demand 2 years 5 years 5 years Total amount
RMB 000 RME 000 RMB 000 RMB 000 RMEB 000 RMB ‘000
Bafile 10808 & ooms v e 3 1,061,541 512,600 1,827,011 74952 3476.113 3,102,960
Trade and other payables 4,917,390 - - - 4917390 4,917,390
Interest-bearing borrowings .. 3,107,587 - - - 3,107,587 2,906,963
Obligations arising from sale
and leaseback transactions . 97,731 64,474 - - 162,205 154,214
Lease liabilities ......... 39,283 30,301 59,378 342 129,304 116,300
Totall s w v & swmeas % & & 9,223,532 607,384 1,886,389 75294 11,792,599 11,197,827
At 31 December 2023
Contractual undiscounted cash outflow
More than Maore than
Within 1 year but 2 years but
1 year or less than less than More than Carrying
on demand 2 years 5 years S years Total amount
RMB 000 RMB 000 RMBE 000 RMBE 000 RMB 000 RMEB 000
Bank 10408 coees v o soasan o s 2,651,637 852,303 1,463,756 - 4,967.696 4,670,384
Trade and other payables 2,594,007 - - - 2,594,007 2,594,007
Obligations arising from sale
and leaseback transactions . 409,728 140,091 g M s - 620,932 580,126
Lease liabilities ......... 36,173 35,274 34,324 2,436 108,207 100,281
Total woiw o v v e s % 5,691,545 1,027,668 1,569,193 2436 8.290.842 7,944,798
At 31 December 2024
Contractual undiscounted cash outflow
More than More than
Within 1 year but 2 years but
1 year or less than less than More than Carrying
on demand 2 years 5 years 5 years Total amount
RMB 000 RMB 000 RMB 000 RMB 000 RMB 000 RMEB 000
Baak 16808 wonw o wen 4 5 8 2,061,684 1,162,126 976,611 91,756 4292177 4,014,576
Trade and other pavables 2,421,629 - - - 2421629 2,421,629
Obligations arising from sale
and leaseback transactions 293,538 181,625 18,336 - 493,499 468,717
Lease liabilities ......... 46,005 43,755 61,024 517 151,301 140,888
Total: ww s s o oo 2 i 4,822,856 1,387,506 1,055,971 92273 7,358,606 7,045,810

(c) Interest rate risk

Interest rate risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate
because of changes in market interest rates. The Group’s interest rate risk arises primarily from bank loans. Bank
loans that are at variable rates and at fixed rates expose the Group to cash flow interest rate risk and fair value interest
rate risk respectively. The Group’s interest rate profile as monitored by management is set out in (i) below.
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(i) Interest rate profile

The following table details the interest rate profile of the Group’s interest-bearing loans and borrowings at the
end of the reporting period:

At 31 December 2022 At 31 December 2023 At 31 December 2024
Effective Effective Effective
interest rate Amount interest rate Amount interest rate Amount
RMB 000 RME 000 RMB 000
Fixed rate instruments:
3.83% - 3.20% - 3.40% -
Bank loans.............. 5.00% 185,284 4.80% 364,730 8.50% 237332
Convertible bonds ......... 3.00% 2,906,963 N/A - N/A -
Obligations arising from sale 4.95% - 4.72% -
and leaseback transactions ... 4.95% 87,933 6.87% 131,753 6.86% 362,304
SUbSEl « v 5 5 v s 3.180.180 496,483 599.636
Floating rate instruments:
4.19% - 2.40% - 2.40% -
Bank loans........ e 5.39% 2.,907.009 6.95% 4,286,142 6.95% 3,671,401
Obligations arising from sale 3.65% - 3.45% - 3.45%—
and leaseback transactions ... 6.50% 66,281 6.50% 448,373 5.65% 106,413
Subtetal ¢ v s semEs s 2,973,290 4.734.515 3,777814
Total interest-bearing loans and
borrowings ............ 6.153.470 5.230.998 4,377,450
Net fixed rate instruments as a
percentage of total

INSLFUNEETS: « & wiovars 5 & soaravs 52% 9% 14%

(ii)  Sensitivity analysis

At 31 December 2022, 2023 and 2024, it is estimated that a general increase/decrease of 25 basis points in the
interest rates of interest-bearing loans and borrowings, with all other variables held constant, would have
increased/decreased the Group’s (loss)/profit after tax and accumulated losses by approximately RMB6,178.000,
RMB9.885,000 and RMB8,028.000 respectively. Other components of equity would not be affected by the changes
in interest rates.

The sensitivity analysis above indicates the impact on the Group’s (loss)/profit for the vear and accumulated
losses that would arise assuming that there is an annualised impact on interest expense by a change in interest rates.
The analysis has been performed on the same basis during the Track Record Period.

(d)  Currency risk
The Group is exposed to currency risk primarily through sales and purchase which give rise to receivables and
payables that are denominated in a foreign currency, ie. a currency other than the functional currency of the

operations to which the transactions relate. The currencies giving rise to this risk are primarily Hong Kong dollars,
Euros and United States dollars.
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(i) Exposure to currency risk

The following table details the Group’s exposure at the end of the reporting period to currency risk arising from
recognised assets or liabilities denominated in a currency other than the functional currency of the entity to which
they relate. For presentation purposes, the amounts of the exposure are shown in RMB, translated using the spot rate
at the year end date,

Exposure to foreign currencies (expressed in RMB)

At 31 December 2022 At 31 December 2023 At 31 December 2024
United Hong United Hong United Hong
States Kong States Kong States Kong
Dollars Euro Dollars Dollars Euro Dollars Dollars Euro Dollars

RMB 000 RMB 000 RME 000 RMB'000  RMB'000  RMB'000  RMB'000  RMB'000 RMB'000

Trade and other receivables. . . . . . 189 - - 1,580 - - 1688 - -
Cash and cash equivalents . .. ... 9,341 2,155 1,398 767 - 20 4,182 =

Trade and other payables . . . .. .. (110,504) 137 = (21,649) (133) - (20,409) (2,112) =
Bankiloans. & o v pan o - - - (672,857) - - - - -
Interest-bearing borrowings . . . . . . (2,906,963) - - - - - - - -
Nel exposure arising from recognised

assets and liabilities . ... ... (3.007,997) 2,292 1,398 (692,159) (133) 200 (14539 (2.112) 1

(ii)  Sensitivity analysis
At 31 December 2022, 2023 and 2024, it is estimated that a general appreciation/depreciation of 5% in RMB,
with all other wvariables held constant, would have (increased)/decreased the Group’s net results and

(decreased)/increased accumulated losses as below.

As of 31 December

2022 2023 2024

RMB 000 RMB 000 RMB 000
United States Dollars . . . v v v vv v v v v v n s (127,840) (29,417) (618)
B 08 s s wioim o avwis s susvenn siessss e % £a 4 97 (6) (90)

Hong Kong Dollars . . o coes o o s & o svovons + 4 59 1

The sensitivity analysis assumes that the change in foreign exchange rates had been applied to re-measure the
financial instruments held by the Group which expose the Group to foreign currency risk at the end of the reporting
period. The analysis excludes differences that would result from the translation of the financial statements of foreign
operations into the Group’s presentation currency. The analysis is performed on the same basis during the Track
Record Period.

(e) Fair value measurement
(i) Financial instruments and liabilities measured at fair value
Fair value hierarchy
The following table presents the fair value of the Group’s financial instruments measured at the end of
the reporting period on a recurring basis, categorised into the three-level fair value hierarchy as defined in
IFRS 13, Fair value measurement. The level into which a fair value measurement is classified is determined

with reference to the observability and significance of the inputs used in the valuation technique as follows:

«  Level 1 valuations:  Fair value measured using only Level 1 inputs ie. unadjusted quoted prices
in active markets for identical assets or liabilities at the measurement date.
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«  Level 2 valuations;  Fair value measured using Level 2 inputs ie. observable inputs which fail
to meet Level 1, and not using significant unobservable inputs.
Unobservable inputs are inputs for which market data are not available.

«  Level 3 valuations: Fair value measured using significant unobservable inputs.

Fair value measurements as of 31 December 2022
categorised into

Fair value at
31 December
2022 Level 1 Level 2 Level 3

RMB 000 RMB 000 RMB 000 RMB 000

Recurring fair value
measurements

Financial assets measured at
FVPL

— Investment in a trust
investment scheme ...... 290,000 - 290,000 -

Convertible bonds

— Derivative component
(Note 24(iv)) . oo ovu v (782.651)

(782,651)

Fair value measurements as of 31 December 2023
categorised into

Fair value at
31 December
2023 Level 1 Level 2 Level 3
RMB 006 RMB 000 RMB 000 RMB 000
Recurring fair value
measurements
Financial assets measured at
FVPL
— Listed equity securities ... 19,587 19,587 - -
— Foreign currency option
CORErActS www o vavwows u o 18,686 - 18,686 -
Financial liabilities measured
at FVPL
— Foreign currency option

CONtracts .« ..o vvvvu v (1,139) - (1,139)

Fair value measurements as of 31 December 2024
categorised into

Fair value at
31 December
2024 Level 1 Level 2 Level 3

RMB 000 RMB 000 RMB 000 RMB 000

Recurring fair value
measurements
Financial assets measured at
FVPL
- Listed equity securities ... 17,066 17.066 - -
- Investment in a private
fund .. ... ool 3.839 - - 3.839

During the Track Record Period. there were no transfers between Level 1 and Level 2, or transfers into
or out of Level 3.
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(i)

Valuation techniques and inputs used in Level 2 fair value measurements

Financial assets measured at FVPL in Level 2 represented investment in a trust investment scheme, the
derivative component embedded in convertible bonds and foreign currency option contracts.

The fair value of the trust investment scheme was determined by the Group with reference to the fair
value quoted by the trust company, that established and managed the investments (see Note 15), using expected
return rates currently available for instruments with similar terms, credit risk, remaining terms and other
market data.

The fair value of the conversion option embedded in convertible bonds in Level 2 is the estimated
amount that the Group would pay to terminate the option at the end of the reporting period. taking into account
the underlying share price and the potential shares outstanding to be converted, which was determined using
the observable market data, such as discount curvy, risk free interest rates, stock price variance rates, exchange
rates, risk free of return, bond discount rates, spot exchange rates, forward exchange rates, spot price of stock,
historical volatility of stock price and dividend yield.

The fair value of foreign exchange option contracts is determined using the spot price of the foreign
exchange rates as of the valuation date, strike rates, forward foreign exchange rates, implied volatilities of
foreign exchange rates and risk-free rates.

Information about Level 3 fair value measurement

Fair value at

31 December Valuation Unobservable Range (weighted
2024 technique input average)
RMB 000
Investment in a private fund ..... 3,839 Net asset N/A N/A

value (note)

Note: The Group has determined that the reported net asset value represents fair value of the investment at the
end of the reporting period.

Fair value of other financial assets and liabilities carried at other than fair value

The carrying amounts of the Group’s financial instruments carried at cost or amortised cost were not materially

different from their fair values as of 31 December 2022, 2023 and 2024 except for the following financial
instruments, for which their carrying amount and fair value are disclosed below:

At 31 December 2022

Carrying amount Fair value
RMB 000 RMB 000
Convertible bonds

— Liability component . .. ..... .ot 2,124312 2,182,634
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31 CAPITAL COMMITMENTS

Capital commitments outstanding at 31 December 2022, 2023 and 2024 not provided for in the consolidated

financial statements were as follows:

As of 31 December

2022 2023 2024
RMB 000 RMB 000 RMB 000
Contracted for
Acquisition of fixed assets . ............. 271,114 580,096 251,134
Acquisition of intangible assets............ 532,767 491,345 493,973
803,881 1,071,441 745,107

32 MATERIAL RELATED PARTY TRANSACTIONS

(a) Key management personal remuneration

Remuneration for key management personnel of the Group. including amounts paid to the Company’s
directors” as disclosed in Note 8 and certain of the highest paid employees as disclosed in Note 9. is as follows:

Years ended 31 December

2022 2023 2024
RMB 000 RMB 000 RMB 000
Salaries and other benefits.....covvvvunnn 8.058 11,607 8,935
Contributions to defined contribution retirement
bEnEfit SChEMER v » wmmsie s & e 5 s 173 195 241
Equity-settled share-based payment ......... - 52,698 105,395

8,231 64,500 114,571

Total remuneration is included in “staff costs” (see Note 6(b)).

- 1-85 -



kbine

(b)  Identity of related parties

During the Track Record Period, the directors are of the view that related parties of the Group include the
following:

Name of related parties Relationship with the Group

Ruyuan HEC Pharmaceutical Co., Ltd. (FLIRERPZHEESE  effectively owned by the ultimate controlling

PIRZATNE 45 s comns 555 0 0 IRERE % 5 B0 parties
Yichang HEC Biochemical Pharmaceutical Co., Ltd. effectively owned by the ultimate controlling
(EERGAECRESRASD .......ovl s parties

Yichang HEC Power Plant Co., Lid. (E&®RBA KT effectively owned by the ultimate controlling
AR T v e e e parties

Shaoguan HEC Packaging and Printing Co., Ltd. (EREf effectively owned by the ultimate controlling

REABKINRMARASD ... o parties

Shenzhen HEC Industrial Development Co., Ltd. (iF3Il effectively owned by the ultimate controlling
HERBABESZARASTD* .o oii i parties

Dongguan HEC Industrial Development Co., Ltd. (%52  effectively owned by the ultimate controlling
MEEABERREARABD ... parties

Yichang HEC Medicine Co., Ltd. (HERIE/HEHERY  effectively owned by the ultimate controlling
L T T parties

Dongguan HEC Research Co.. Ltd. (BRZEER G LY effectively owned by the ultimate controlling
SEEMRAEDN® w5 v 4 s 0o vmewanes & 5 € 5 5 da parties

Yidu Changjiang Machinery Equipment Co., Ltd. (H&[ effectively owned by the ultimate controlling
RIIBMEFEARAED ..o parties

Guangdong HEC Technology Holding Co., Ltd. (& effectively owned by the ultimate controlling
BrAREEREGBRAED .. ... o parties

Shenzhen HEC Formed Foil Co., Ltd. (FYIFIHREEA{E  effectively owned by the ultimate controlling
FESERBERATN? i vvmmeinn v s s n s oo parties

HEC PHARM (HONG KONG) COMPANY LIMITED effectively owned by the ultimate controlling
(REAEREB)ARAED . ..oov v vnnn. parties

Yichang Shancheng Shuidu Restaurant Co. Ltd. (E& effectively owned by the ultimate controlling
W KB ABRERREAE . .o e parties

Yidu Shanchengshuidu Project Construction Co., Ltd. effectively owned by the ultimate controlling
(BRI KBERTIEERAS)* . ... oL parties

* The English translation of the above companies’ names is for reference only. The official names of these

companies are in Chinese.
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(¢)  Significant related party transactions

During the years ended 31 December 2022, 2023 and 2024, the Group entered into the following material

related party transactions:

(i) Purchase of goods from:

Ruyuan HEC Pharmaceutical Co., Ltd............
Yichang HEC Biochemical Pharmaceutical Co., Ltd. ..
Yichang HEC Power Plant Co., Ltd. ............
Shaoguan HEC Packaging and Printing Co., Ltd. ....
Shenzhen HEC Industrial Development Co., Ltd. ....
Dongguan HEC Industrial Development Co., Ltd.....
Yichang HEC Medicing Co.; Etdowws « v snmn s s s v 5
L I

(ii) Purchase of property, plant and equipment from:
Yidu Changjiang Machinery Equipment Co., Ltd. . ...
T NET S vann wems soms Tl Sovy v & Sl 3 s

(ii1) Interest expense to:

Guangdong HEC Technology Holding Co., Ltd. .....
Shenzhen HEC Industrial Development Co., Ltd. ....
Dongguan HEC Research Co., Lid..............

(iv) Interest income from:

Dongguan HEC Industrial Development Co., Ltd. .. ..
Shenzhen HEC Industrial Development Co., Ltd. ....
Ruyuan HEC Pharmaceutical Co,, Ltd............

(v) Receive services from:

Ruyuan HEC Pharmaceutical Co.,, Ltd............
Yichang HEC Biochemical Pharmaceutical Co., Ltd. ..
Yichang Shancheng Shuidu Restaurant Co., Ltd......
Yidu Shanchengshuidu Project Construction Co., Ltd.
QRS vavwn v wmas swmm B9 § 096 VOPR ¥ D

(vi) Provide services to:

Dongguan HEC Research Co., Ltd.. .. ..........
Ruyuan HEC Pharmaceutical Co., Ltd. ..........
Yichang HEC Biochemical Pharmaceutical Co., Ltd. ..
OThers: sewn 5ais ¥555 dang vl & 635 20505 & o

(vii) Purchase of intangible assets from:
Dongguan HEC Research Co., Ltd..............

(viil) Lease payments from:

Dongguan HEC Research Co., Ltd..............
Shenzhen HEC Formed Foil Co., Ltd. ...........
DA NET T wonne svnwn conse » s v v monsas sysvuim wiss

(ix) Payments through:
Shenzhen HEC Industrial Development Co., Ltd. ....
HEC PHARM (HONG KONG) COMPANY LIMITED .

= TR e

Years ended 31 December

2022 2023 2024

RMB 000 RMB 000 RMEB 000
59.901 52,722 92,825
39,284 45,024 39,082
33,933 40,822 47307
24927 47,822 34,165
4887 6,245 150
8.818 (1.266) 5,552
_ (38) _
435 480 386
172,185 181,811 219,467
17,817 9,307 2918
1,622 - -
19.439 9307 2918
56,311 - -
7,287 13,760 =
24,560 18,565 -
88,158 32325 ~
35223 14,070 -
3272 21,677 =
6,306 3,035 ~
44,801 38,782 -
11,221 8723 15,837
3,186 3,186 3,186
1,360 13357 24075
6.752 12,936 =
- 23 b.112
22519 38225 44210
354 = -
608 = 1,294
- - 257
86 1,034 33
1,048 1,034 1,584
20,381 144,977 .
23,545 23,545 28,838
8,752 8,752 9,362
496 511 533
32,793 32.808 38,733
49,673 5,609 283.490
= 35,635 a
49,673 41244 283,490
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(d)

Balances with related parties
The Group

Trade in nature:

Trade receivables from:

Ruyuan HEC Pharmaceutical Co., Ltd............
Yidu Changjiang Machinery Equipment Co., Ltd. ....
Yichang HEC Biochemical Pharmaceutical Co., Ltd. ..
O h BTEs ses 5 siad & 00 § oan ¢ o905 Sl seiels & ob

Prepayments to:

Dongguan HEC Research Co., Ltd..............
Yichang HEC Biochemical Pharmaceutical Co., Ltd. ..
Ruyuan HEC Pharmaceutical Co.,, Ltd............

Trade payables to:

Dongguan HEC Research Co., Ltd..............
Dongguan HEC Industrial Development Co., Ltd.. ...
HEC PHARM (HONG KONG) COMPANY LIMITED .
Ruyuan HEC Pharmaceutical Co., Ltd............
Shenzhen HEC Industrial Development Co., Ltd. .. ..
Yichang HEC Power Plant Co., Ltd. ............

Shaoguan HEC Packaging and Printing Co., Ltd. .. ..
Yichang HEC Biochemical Pharmaceutical Co., Ltd. ..

Yichang Shancheng Shuidu Restaurant Co., Ltd......
Shenzhen HEC Formed Foil Co, Ltd. ...........
CithellSns sons Fons S5 5 0N5 ¥ 050 Soiy Laleh 5

- [-88 -

As of 31 December

2022 2023 2024
RMB 000 RMB 000 RMB 000
- 1.461 57
- - 100
- - 320
182 7
- 1,643 484
As of 31 December
2022 2023 2024
RMB 000 RMB 000 RMRB 000
109,691 6,135 -
= - 2,750
- 453 -
109,691 6,588 2,750
As of 31 December
2022 2023 2024
RMB 000 RMB 000 RMB 000
- 58,525 19,585
7.697 1,612 1,330
34,109 - -
10,178 18,948 47,606
2907 2.609 -
- - 4,595
11,274 409 11,571
- - 1,537
= - 5428
- - 9,954
5971 2
66,165 88,074 101,848




Non-trade in nature:

Other receivables from:

Dongguan HEC Industrial Development Co., Ltd.....
Ruyuan HEC Pharmaceutical Co.,, Ltd............
Shenzhen HEC Industrial Development Co., Ltd.
ORI s s s wimie = wws w ssmce = ziwse soasimice 5m

Other payables to:

Shenzhen HEC Industrial Development Co., Ltd. ....
Yidu Shanchengshuidu Project Construction Co., Ltd. .
Dongguan HEC Research Co., Ltd..............

The Company

Trade in nature:

Trade receivables from:
Ruyuan HEC Pharmaceutical Co., Ltd............

Prepayments to:
Dongpuan HEC Resgarch €06, Ltd. s s v o s vuvnns

Yichang HEC Biochemical Pharmaceutical Co., Ltd. ..

Ruyuan HEC Pharmaceutical Co., Ltd............

- 1-89 -

As of 31 December

2022

2023

2024

RMB 000

RMB 000

RMB 000

086,879 - -
208,306 - -
203,221 - -
312 189 121
1,398,718 189 121
As of 31 December
2022 2023 2024
RMB 000 RMB 000 RMB 000
728.472 - -
2,182 - -
1,671,750 = -
2,402,404 = =
As of 31 December
2022 2023 2024
RMB 000 RMB 000 RMB 000
- - 57
As of 31 December
2022 2023 2024

RMB 000

544,317

544,317

RMB 000

RMB 000

2,750

2,750



(e)

As of 31 December

2022 2023 2024
RMB 000 RMB 000 RMB 000
Trade payables (o;
Dongguan HEC Research Co., Ltd.............. - 58,525 13.685
Dongguan HEC Industrial Development Co., Ltd. . ... 7,697 1,612 1,330
Ruyuan HEC Pharmaceutical Co., Ltd............ 5,236 12,434 42479
Shenzhen HEC Formed foil Co., Ltd, ...vovvvnn - 4415 9.954
Shenzhen HEC Industrial Development Co., Ltd. .... 2,907 2,609 -
Shaoguan HEC Packaging and Printing Co., Ltd. .... - - 9.662
Ot hiB T 805 w5 6008 4 s 8 wumie # wimm a0 wmen syssess s 49 1:351 242
15,889 81,146 77352
Non-trade in nature:
As of 31 December
2022 2023 2024
RMB 000 RMB 000 RMB 000
Other receivables from:
Dongguan HEC Industrial Development Co., Ltd. .... 986,879 - -
Ruyuan HEC Pharmaceutical Co., Ltd............ 208,306 ~ -
Ot WEH Sl wumrs wmers wmese v wovms ©5i 8 oS ¥ 0 123 - -
1,195,308 - -
As of 31 December
2022 2023 2024
RMRB 000 RMB 000 RMB 000

Other payables to:

Dongguan HEC Research Co., Ltd.............. 1,671,090
Shenzhen HEC Industrial Development Co., Ltd. . ... 716,477

2,387,567

The Group expects that the non-trade balances will be settled prior to listing.

Financial guarantees

At 31 December 2022, 2023 and 2024, guarantees were issued to the Group by Shenzhen HEC Industrial, Mr.
Zhang Yushuai and Ms. Guo Meilan, the ultimate controlling parties of the Group in connection with bank loans and
other borrowings amounted to RMB2,770,243,000, RMB3.392.146,000 and RMB4,001,064,000 of the Group
respectively.

At 31 December 2022, 2023 and 2024, guarantees were issued by the Group to Shenzhen HEC Industrial and
other related parties amounted to RMB270,000,000, nil and nil, including which, RMB270,000,000, nil and nil were
secured by patents of the Group respectively.

The Group has no intention to release all guarantees provided by our Controlling Shareholders prior to the
Listing.

- 1-90 -



kPG

33 NON-ADJUSTING EVENTS AFTER THE REPORTING PERIOD

The Company and HEC CJ Pharm jointly announced in May 2024 that the Group is proposed listing by way
of introduction of H shares of the Company and privatisation of HEC CJ Pharm. Subject to the fulfilment of all the
certain conditions as mentioned in the announcements in the May 2024, the Company will pay a special dividend to
the shareholders of HEC CJ Pharm. The special dividend payable is based on the total number of 427,567,700 HEC
CJ Pharm shares held by the aforementioned shareholders and the proposed special dividend of HK$1.50 per HEC
Cl Pharm share. The Directors of the Company estimated the total special dividend payable would amount to
approximately RMB3593,400,000 that is converted from Hong Kong dollars at an exchange rate of HK$1.00 to
RMB0.9077.

No adjustment has been made to reflect the special dividend payable to the aforementioned shareholders.
34 IMMEDIATE AND ULTIMATE CONTROLLING PARTIES

At 31 December 2024, the directors consider the immediate parent of the Group to be Yichang HEC Research,
which is incorporated in the PRC and the ultimate controlling parties of the Group to be Mr. Zhang Yushuai and Ms.
Guo Meilan.

35 POSSIBLE IMPACT OF AMENDMENTS, NEW STANDARDS AND INTERPRETATIONS ISSUED
BUT NOT YET EFFECTIVE FOR THE YEAR ENDED 31 DECEMBER 2024

Up to the date of issue of these Historical Financial Information, the TASB has issued a number of new or
amended standards, which are not yet effective for the vear ended 31 December 2024 and which have not been
adopted in these financial statements. These developments include the following which may be relevant to the Group.

Effective for accounting
periods beginning on or

after

Amendments to IAS 21, Lack of exchangeability . .........cciuiiiuine.. 1 Januvary 2025
Amendments to IFRS 9 and IFRS 7: Amendments to the Classification and

Measurement of Financial INSIFUMERIS « v oo v v v v i it it it e e e e n 1 January 2026
Amendments to IFRS 9 and IFRS 7. Contracts Referencing Nature-dependent

BIBCIFIEII « o o woamowes % 5 % % ¢ & gavasinss & % & ¥ & dSsin s § % § 8 § 8 @0 eaies 1 January 2026
Annual Improvements to IFRS Accounting Standards — Volume 11 ............ 1 January 2026
IFRS 18, Presentation and Disclosure in Financial Statements .............. 1 January 2027
IFRS 19, Subsidiaries without Public Accountability: Disclosures . ........... | January 2027
Amendments to [FRS 10 and IAS 28, Sale or contribution of assets between an

investor and ils associale OF JOIRE VERIUFE....................cccoiviiiieisie oo To be determined

The Group is in the process of making an assessment of what the impact of these developments is expected
to be in the period of initial application. So far it has concluded that the adoption of them is unlikely to have a
significant impact on the consolidated financial statements,

SUBSEQUENT FINANCIAL STATEMENTS

No audited financial statements have been prepared by the Company and its subsidiaries
in respect of any period subsequent to 31 December 2024.
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