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2 December 2025

To the Independent Board Commiree and the Independent Sharcholders

Dear Sirs.
RENEWAL OF PURCHASE FRAMEWORK AGREEMENT
RENEWAL OF L?ISSTIE SUPPORT
SERVICES FRAMEWORK AGREEMENT
INTRODUCTION

We refer to our appointment as the independent financial adviser to the Independent Board
Committee and the Independent Shareholders in relation to the terms of the continuing connected
transactions {the “Continuing Connected Transactions”) contemplated under the Purchase
Framework Agreement (as supplemented by the Supplemental Purchase Framework Agreement)
and the Logistic Support Services Framework Agreement (a5 supplemented by the Supplemental
Logistic Support Services Framework Agreement) and the comesponding Proposed Annual Caps.
Details of the Supplemental Purchase Framework Agreement and the Supplemental Logistic
Support Services Framework Agreement are set out in the letter from the Board (the "Board
Letter”) contained in the circular of the Company dated 2 December 2025 (the “Circular™), of
which this letter forms part. Capitalised terms used in this letter shall have the same respective

meanings as defined in the Circulbar unless the context otherwise requires.



Subsequent to the entering into of the Purchase Framework Agreement on 5 December
2118, the Company and Weigao Holding entered into various supplemental agreements to revise
certain terms and propose new annual caps thereof. On 30 August 2023, the Company and Weigao
Holding entered into. a supplemental agreement to (i) extend the agreement term under the
Purchase Framework Agreement for two years to 31 December 2025; and (ii) propose new annual
caps in respect of the purchases of the products under the Purchase Framework Agreement (the
“Products™) of RMB 1,300 million for each of the financial yvears ending 31 December 2024 and
2025. All other terms as stipulated in the Purchase Framework Agreement remained unchanged.

Upon recent review of the Group’s business development, it is anticipated that the Company
will continue to procure the Products from Weigao Holding Group in the near future. Given that
the term of the existing Purchase Framework Agreement will expire on 31 December 2025, the
Company and Weigao Holding renewed the agreement by entering into the Supplemental Purchase
Framework Agreement on 23 November 2025 to (i) extend the agreement term for two years to 31
December 2027; (i) propose new annual caps of RMB1,100.0 million and EMBI1_210.00 million
for each of the financial years ending 31 December 2026 and 2027, respectively; and (iii) change
the payment terms from pavable in advance before delivery or within six months from the date of
acceptance of the goods o payable in advance before delivery or within one to six months from
the date of acceptance of the goods. Except for the extension of the duration of the agreement and
the proposition of the new annudl caps for the years ending 31 December 2026 and 2027 and the
revision of the payment terms, all other terms as stipulated in the Purchase Framework Agreement
remained uvnchanged.

On the other band, on 16 November 2021, the Company has entered into the Logistic
Support Services Framework Agreement with the Logistic Company in relation to the provision
of logistic support services by Logistic Company Group, On 30 August 2023, the Company and
the Logistic Company entered into a supplemental agreement to (i) extend the agreement term
under the Logistic Support Services Framework Agreement for two years to 31 December 2025;
(i} propose new annual caps for the logistie support services (the "Logistic Support Services”)
of RMB4.400 million and RMBS,200 million for the financial vears ending 31 December 2024
and 2023, respectively; and (iii) adjust the pricing of the logistic service fee from 3% of the total
amount settled by Logistic Company Group for sales to customers through Logistic Company
Group to not more than 3%. All other terms as stipulated in the Logistic Support Services

Framework Agreement remained unchanged.



Upon recent review of the Group's business development, it is anlicipated that the Company
will continue fo procure the Logistic Support Services from Logistic Company in the near furure,
Given that the term of the existing Logistic Support Services Framework Agreement will expire
on 31 December 2025, the Company and the Logistic Company entered renewed the agreement by
entering into the Supplemental Logistic Support Services Framework Agreement on 28 November
2025 to (i) extend the agreement term for two years to 31 December 2027; and (ii) propose new
annual caps of RMB2,720.0 million and RMB4,150.0 million for each of the financial years ending
31 December 2026 and 2027, respectively, all other terms as stipulated in the Logistic Support
Services Framework Agreement remained unchanged,

Asx at the Latest Practicable Date, Weigao Holding was interested in approximately 46.22%
of the total issued share capital of the Company and is a controlling Shareholder within the meaning
of the Listing Rules; and Logistic Company is a subsidiary of Weigao Holding. Accordingly,
Weigao Holding and Logistic Company are connected persons of the Company and transactions
contemplated under the Purchase Framework Agreement (as supplemented by the Supplemental
Purchase Framework Agreement} and the Logistic Support Services Framework Agreement (as
supplemented by the Supplemental Logistic Support Services Framework Agreement) constitute
continuing connecled transactions for the Company under Chapter 144 of the Listng Rules. As
one or more of the relevant percentage ratios (a5 deflined under the Listing Rules) in respect of
cach of the Proposed Annual Caps exceed 5%, the Continuing Connected Transactions constitute
non-exempl continuing connected transactions under the Listing Rules and are subject to the
requirements of reporting, announcement, Independent Shareholders” approval and anouwal review
under the Listing Rules.

Pursuant to Rule 14A.36 of the Listing Rules, any Shareholder with a material interest in
the transaction and his‘herfits associate(s) is {(are) required to absiain from voting on the relevant
resolutions at the EGM., Accordingly, Weigao Holding. the Logistic Company, Mr. Long Jing,
Mr. Cong Rinan, Mr, Chen Lin and their respective associates are required to abstain from voting
on the resolutions to approve the Supplemental Porchase Framework Agreement, the Supplemental
Logistic Support Services Framework Agreement (the “Supplemental Agreements™) and the
Proposed Annual Caps at the EGM.

The Independent Board Committee comprising all independent non-executive DMrectors,
namely Mr. Li Guohui, Mrs. Meng Hong, Mr. Li Qiang and Mr. Sun Heng, has been established
to advise the Independent Shareholders as to whether the Purchase Framework Agreement (as
supplemented by the Supplemental Purchase Framework Agrecment), the Logistic Support Services
Framework Agreement (as supplemented by the Supplemental Logistic Support Services Framework
Agrecment} and the transactions contemplated thercunder, and the corresponding Proposed Annual
Caps are fair and reasonable and, are in the interests ol the Company and the Sharcholders as a
whole, and to advise the Independent Sharchelders as to voting at the EGM., We have been appointed
to advise the Independent Board Committee and the Independent Sharcholders in these regards.



We have no relationship with or interest in the Company and any other parties to the
Purchase Framework Agreement (as supplemented by the Supplemental Purchase Framework
Agreement} or the Logistic Support Services Framework Agreement {as supplemented by the
Supplemental Logistic Support Services Framework Agreement) in the past two vears that could
reasonably be regarded as relevant to our independence. Apart from the normal professional
fees paid te us in connection with our current appointment, no arrangements exists whereby
we have received or will receive any fees or benefits from the Company or any party to the
transactions, and therefore we consider such relationship would not affect our independence,
We are hence independent from the Company pursuant to Rule 13.84 of the Listing Rules to act
as the independent financial adviser to the Independent Board Committee and the Independent

Shareholders in connection with the Continuing Connected Transactions.
BASIS OF OUR OPINION

In formulzting our opinion and recommendation, we have relied on the information, financial
information and facts included in the Circular and supplied to us, and the representations expressed
by the Dircctors andfor management of the Group. and have assumed that all such information,
financial information, facts and any representations made o us, or referred o in the Circalar, for
which they are fully responsible, in all material aspects, were true, accorale and complete as al
the time they were made and as af the date hereof, have been properly extracted from the relevant
underlying accounting records (in the case of linancial information) and made after due and
careful nquiry by the Directors andfor the mapagement of the Group, The Directors andfor the
management of the Group have confirmed that, having made all reasonable enquiries and to the best
of their knowledge and beliet, all relevant information has been supplied to us and that no material
facts have been omitted from the information supplied and representations expressed to us, We
have also relied on certain information available to the public and have assumed such information
tir be accurate and reliable, We have no reason to doubt the completeness, truth or accuracy of
the information and representations provided and we are not aware of any facts or circumstances
which would render such information provided and representations made to us untrue, inaccurate or
misleading,



Our review and analyses were based upon, among others, the information provided by
the Group including the Circular, the Purchase Framework Agreement (as supplemented by
the Supplemental Purchase Framework Agreement), the Logistic Support Services Framework
Agreement {as supplemented by the Supplemental Logistic Support Services Framework
Agreement), the annual report of the Company for the year ended 31 December 2024 (the "2024
Annual Report™), the interim report of the Company for the six months ended 30 June 2025 (the
“2025 Interim Report™) and certain published information from the public domain. We have also
discussed with the Directors and/or the management of the Group with respect to the terms of and
the reasons for the Continuing Connected Transactions (including the Proposed Annual Caps), and
considered that we have reviewed sufficient information to reach an informed view and to justify
reliance on the mmformation provided and to provide a reasonable basis for our opinion. We have
not, however, conducted any independent verification of the information included in the Circular
and supplied to us by the Directors and/or the management of the Group nor have we conducted
any form of in-depth investigation into the businesses, affairs, financial position, internal control,
profitability or prospects of the Group, the Weigao Holding Group and each of their respective

associates, and the parties involved in the Continuing Connected Transactions.
PRINCIPAL FACTORS AND REASONS CONSIDERED

In wrriving al our opinion in respect of the terms of the Conunuing Connected Transactions,
we have considered the following principal factors and reasons:

1. Information of the Group and the Weigao Holding Group
LI Information of the Group
(a)  Principal business

As stated in the 2024 Apnual Report, the Company is principally engaged
in the research and development, prodoction and sale of medical device products,
orthopaedic products, interventional products, pharma packaging products, blood
management products, and operates financing business. For management purposes, the
Group is currently organised into six operating divisions — medical device products,
orthopaedic products, interventional products, pharma packaging products, blood

management products and others.



by Financial highlights

Set oot below is the summary of key financial information of the Group for
the two years ended 31 December 2023 and 2024 as extracted from the 2024 Annual
Report and the six months ended 30 June 2024 and 2025 as extracted from the 2025
Interim Report:

Six months ended 3 June Year ended 31 December

225 024 2024 023

RMEB ‘million RMB ‘million BME ‘million RME ‘milliog

(unaudited) {omaudited) faudited b {audited)

Revenue 644 f,636 13,087 13.229

Gross profit 1304 3376 0,581 6.643
Profit for the period/vear
attobutable lo owners

ol the Company 1M 110K 2,067 1002

For the six months ended 30 June 20235

As illustrated in the table above, the revenue of the Group experienced a slight
increase of approximately 0.1% as compared to the six months ended 30 June 2024,
while the gross profit and profit for the period attributable to owners of the Company
experienced a slight decrease of approximately 2.1% and 9.0%. respectively, as

compared (o the six months ended 30 June 2024,

As stated in the 2025 Interim Report, the Group proactively responded to
national and regional volume-driven procurements by lowering the selling prices
of some of the products, The impact of such price cuts on gross profit margin was
partially offset by the Group’s reduction in production costs, Moreover, the impact
of volume-driven procurements on operating profit was offset by the reduction in
operaling expenses.

For the year ended 31 December 2024

As illustrated in the table above, the revenue and gross profit of the Group
experienced o slight decrease of approximately 1.1% and 0.9%, respectively, as
compared to the year ended 31 December 2023. While the Group recorded a slight
increase in profit for the year attributable to owners of the Company of approximately
3.2%, as compared to the year ended 31 December 2023,



Revenue derived from the sale of medical device products experienced a
drop of approximately 6.4% to approximately RMB6.296.5 million, and remained
the largest revenue-contributing segment. The decrease in revenue derived from
the sale of medical device products was mainly driven by the decrease in pricing.
The sale of pharmaceutical packaging products became the second-largest revenue-
contributing segment atter recorded an increase of approximately 12.6% in revenue
to approximately RMB2 278.6 million. The increase in revenue derived from the sale
of pharmaceutical packaging products was mainly driven by the increase in sales
ol prefilled syringes, Revenue derived from the sale of interventional products, the
sale of orthopaedic products and the sale of blood management products amounted
to approximately RMB2, 1957 million, RMB 1. 43%.4 million and EMBE76.8 million,

respectively.

According to the 2024 Annual Report, the improvement in net profit of the
Group for the vear ended 31 December 2024 was principally attributable to the
reduction in selling expenses of approximately RMB247.0 million and improvement in
other income, gains and losses (which principally represented interest income, rebate
of value added tax, government grants, net exchange gainf(loss), impairment losses
on inventories and gain/(loss) from changes in fair value of financial instruments at
fair value through profit and loss) of approximately RMBSE. 1 million, and partially
offset by the increase in income tax expense of approximately BEMBE3.4 million and
reduction in gross profit of approximaiely RMB62.4 million,

Set out below s the highlight of the financial position of the Group as at
30 June 2025 as extracted from the 2025 Interim Report:

As at

30 June

2025

RMB 'million

(Unaudited)

Non-current assets 15,438
Current assets 20,704
Current liahilities 5,556
Mon-current liabilities 4,891
Met assels 25,695



According to the 2023 Interim Report, the Group maintained a strong net
current assers and net assets position as at 30 June 2025, The largest non-current
asset item of the Group was its property, plant and equipment which accounted for
approximately 44.3% of its non-current assets, followed by goodwill which accounted
for approximately 24.4% of its non-current assets. The largest current asset item of
the Group was cash and bank balances which accounted for approximately 43.2% of
its current assets and lollowed by trade and other receivables which accounted for
approximately 39.6% of iis corrent assets. The largest current liability item of the
Giroup was trade and other payables which accounted for approximately 75.7% of its
current liabilities. The largest non-current liability item of the Group was non-current
borrowings (which mainly represented loan from International Finance Corporation
with outstanding principal amount repavable after five vears of approximately
EMEL & billion and bank borrowings with outstanding principal amount repayable
within one to three vears of approximately RMBLT billion) which accounted
for approximately 71.3% of its non-current liabilities. Excepl for the increase in
non-current liabilities from approximately RMB3.3 billion as at 31 December 2024
to approximately RMB4.9 billion as at 30 June 20235 mainly attributable to the
inerease 0 non-current portion of borrowings from approximately RMB LS hillion as
at 31 December 2024 to approximately EMB3.5 billion as at 30 June 2025, and the
reduction of current linbalities from approximately EMBG. | billion as at 31 December
2024 to approximately RMB5.6 billion as at 30 June 2025 mainly attributable to the
decrease in current poriwon of borrowings from approximately RMBI1.2 billion as at
31 December 2024 to approximately RMBO.9 billion as at 30 June 2025, there were
no material movement of major assers and liabilities of the Group as at 30 June 2023,
as compared 1o 31 December 2024,



Meanwhile, as further stated in the 2024 Annual Report, the impact of the
centralized volume-based procurement policy in public hospitals in China on the
prices and profits of certain products of the Company has gradually stabilized,
For example, as further advised by the Company, such products include peripheral
venous catheters in public hospitals, a disposable sterile medical device and a major
procurement product of hospitals. The Group has adopted a "compensating price with
volume, reducing costs to strengthen the profit™ tactic to secure orders with larger
volume but lower unit prices. Following a relatively significant reduction in unit
price in 2023, as compared to 2022, the Group further reduced the unit price of the
relevant products in 2024, but with a lesser reduction {(for example. the unit price of a
product sold o a public hospital reduced by approximately 37% from 2022 to 2024,
among which approximately 23% reduction was made 1n 2023 and the remaining
reduction incurred in 2024: while in the meantime, the sales volume increased by
approximately 31% from 2022 to 2024} The Company regards this policy as a
normalized measure in the PRC healtheare market, and proactively secks to expand its
market share and enhance competitiveness by participating in bidding and optimizing
market strategies, Certain macroeconomic factors coolinue o exerl pressure on the
Company's performance, such as the persistently high US dollar interest rates, which
pushed up the finance costs, Also, the prolonged accounts receivable period of some
domestic medical institutions increased operating costs and lowered the assetl tumover
efficiency. The following 15 an ageing analysis of trade receivables of the Group net of
allowance for credit losses as at 31 December 2024:

As al
31 December
2024
RMB million

0 o 90 days 3,204
91 to 180 days 1,186
181 to 365 days D28
Civer 365 days 763

6078




As further advised by the Company, the prolonged accounts receivable period
was attributable to a nomber of Factors including, but not limited to, the recent
macroeconomic environment, reform of medical insurance, the increase in financial
burden of some domestic medical institurions due to the continuows increase in
operating costs, the increase in payment approval procedures and timing required for
certain sizeable medical institutions when their collaboration and business with the
Giroup grows over time as more administrative procedures are generally required to
approve larger payment amounts,

As stated in the 2025 Interim Report, in the domestic market, the diagnosis
demand for medical institutions exhibited regional disparities and hierarchical
difference, bringing both challenges and new development opportunities. Benefiting
from continuous product innovation and channel optimization. the Group's core
business segments achieved year-onm-year sales growth, As further advised by the
Company. its perioperative product portfolio for generic medical devices, which was
launched since the end of last year, achieved rapid revenue growth of approximately
45% for the six months ended 30 June 2025, as compared to the corresponding
period in 2024, In light of the in-depth facilitation of the centralized volume-based
procurement policy for medieal devices, certain products not subject o centralized
procurement were gradually included in bulk procurement, exerling phasal pressure
on the revenue growth of related business lines, For example, as mentioned above,
the centralized volume-based procurement policy in public hospitals in China on the
prices and profits of peripheral venous catheters has gradually stabilized, As lurther
advised by the Company, peripheral venous catheters seld to non-public huspitals, like
army hospitals, and syringe products sold to army hospitals were gradually included
in bulk procurements. To tackle such challenge, the Group improved its supply chain
management through various measures, suecessfolly reducing costs while intensifying
its efforts in market expansion to propel a rapid growth in sales of related products.

We have taken into account the above financials of the Group in assessing
whether the porchase of Products from Weigao Holding Group and the receipt of
Logistic Support Services from the Logistic Company Group are in the ordinary and

usual course of business of the Group.
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1.2 Information of the Weigao Holding Group and the Logistic Company

As stated in the Board Letter, Weigao Holding was established under the laws of the
PRC with limited liability in Aongost 1998 with registered capital of RMB1.2 billion. Weigao
Holding is a conglomerate group, which is engaged in different business sectors, including
production and sales of pharmaceuotical and medical equipment, property development, hotel
husiness, and food and beverage services and [ogistic business in the PRC.

Logistic Company is a company incorporated under the laws of the PRC with limited
liability in May 2006 with registered capital of RMB99.0 million and it is principally

engaged in medical device supply chain logistic services in the PRC.

As at the Latest Practicable Date, to the best of the knowledge, information and belief
of the Directors, having made all reasonable enquiries, Logistic Company was owned as to
0% by | E A P BE A [E 43 F] (Shanghai Gucheng Hospital Management Company
Limited®) (“Shanghai Gucheng™) and 10% by 534 S0 RHE IR F5 A IR 25 F] (Weihai
Weikang Medical Technology Services Company Limited®), a wholly owned subsidiary of
Weigao Holding. Shanghai Gueheng is owned as to 70% by Weizao Holding, 20% by Weigao
Medical Investment Holding and T0% by B 5 EG (3808 B Gl ool (7 IR 592 ) (Weibai
Shengxi Corporate Manazement Consulting Center (Limited Parinership)®p (“Weihai
Shengxi™), Weihai Shengxi is an equily investment company incorporated in the PRC with
i it AR AT AL A (Weihai Weigao Financial Holding Company Limited®),
which in turn is Y8% owned by Weigao Medical Investment Holding and 2% owned by
Weigao Holding, being the executive pariner.

We have obtained a rating report issued by China Lianhe Credit Raung Co., Lid,, an
independent credit rating institution in 2025 (the “Rating Report™ through our desktop
research, the core business of Weigao Helding Group remained to be medical devices and
pharmaceuticals, while its businesses covers a variety of areas including medical produets,
blood purification, orthoepedics, biotechnology, pharmaceuticals, cardiac consumables,
medical commerce, real estate, and finance. The consolidated total assets of Weigao Holding
Ciroup was approximately RMBT7.7 billion as at 31 December 2024, and the consolidated
revenue of Weigao Holding Group was approximately RMB29.2 billion for the year ended
31 December 2024, The long-term credit rating of the Weigao Holding Group was AA+
with rating outlook ranked “stable”. As further stated in the Rating Report, Weigao Holding
Group is one of the leading manuofacturers of infusion sets and syringes in the PRC. The
domestic market shoare of high-end infusion consumables, blood equipment and consumables,
and pharmacentical packaging materials of the Weigao Holding Group is about 70%. while
the domestie market share of orthopedic materials, blood purilication products, and cardiac

consumables of the Weigao Holding is about 30%,
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Given Weigao Holding is the controlling Shareholder which held approximately
46.22% of the wial issoed share capital of the Company as ot the Latest Practicable Date,
Weigao Holding and Logistic Company are therefore connected persons of the Company
pursuant to the meaning of the Listing Rules,

2. Reasons for and benefit of entering into the Supplemental Agreements

Based on the Board Letter, the Company has been conducting business with Weigao Holding
and 1ts subsidiaries and associates since the listing of the Company on the Stock Exchange in 2004,
Weizao Holding is a conglomerate corporate and a reliable supplier as a long term and reputable
husiness associate with profound experiences in sectors, including but not limited to the production
of medical equipment, sanitary products, medical packaging materials and pharmaceuticals, hotel
business, construction, and provision of catering services and logistic services, The Products
purchased from Weigao Holding Group under the Purchase Framework Agreement, being
medical based products, including but not limited to, medical equipment, medical raw materials,
medical packaging materials, pharmacentical and medical devices, are used for the Group's
principal bosiness segments. being the preduction of clinteal care, medical testing, anesthesia
and surgical related products and other consumables, orthopedic products, tumour and blood
vessel interventional instruments, prefilled syringes and flushing syringes and blood collection,
irradiation, storage, separation and sterilization products. Upon recent review of the Group's
business development, the Group is committed to expanding its markets and its product lines and
husiness segments. With the volume growth contributed by the expected expansion of customer base
iwith the addition 196 hospitals, 26 other medical institutions, and 174 distributors o the Group's
PRC customer base for the yvear ended 31 December 20245, and its anticipation of the continuous
usage/provision of the products/services by the Group and given that the relevant framework
agreements will expire on 31 December 2025, the Directors proposed to renew all the relevant
framework agreements to 31 December 2027 by entering into the Supplemental Agreements,

The transactions contemplated ander the Supplemental Agreements are expected to be of a
recurrent nature and will occur ona regular and & continuing basis in the ordinary and usual course
of business of the Group and Weigao Holding Group. The products and services contemplated under
the Supplemental Agreements will be negotiated on an arm’s length basis and comparable with
terms available from or to independent third parties.

dur view

As set out under paragraphs under section 1.2 above, the business of Weigao
Holding Group covered a variety of areas, and recorded strong total assets and revenue in
2024, Meanwhile, the Group has been conducting business with Weigao Holding and its
subsidiaries and associates since the listing of the Company oo the Stock Exchange o 2004,
and the Purchase Framework Agreement and the Logistic Suppoert Services Framework

Agreement were first entered into in 2018 and 2021, respectvely.
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Furthermaore, the Weigao Holding Group has a strong presence in the industry that, as
stated in the Raring Report, the domestic market share of high-end infusion consumahles,
blood equipment and consumables, and pharmaceutical packaging materials of the Weigao
Holding Group is about 70%, while the domestic market share of orthopedic materials, blood
purification products, and cardiae consumahles of the Weigao Holding Group is about 300,

Taking into account the strong presence of Weigae Holding Group in the market, the
Giroup had been purchasing from the Weigao Holding Group over the years and the principal
business of the Weigao Holding Group includes logistic services, we concur with the reasons
for entering into the Supplemental Agreements as stated above and consider that the purchase
of Products from Weigao Holding Group and the receipt of Logistic Support Services from

the Logistic Company Group are in the ordinary and wsual course of business of the Group.

3. Principal terms of Continuing Connected Transactions under the Supplemental
Purchase Framework Agreement and the Supplemental Logistic Support Services

Framework Agreement

In assessing whether the terms of the Continping Connected Transactions under the
Supplementa]l Purchase Framework Agreement and the Supplemental Logistic Support Services
Framework Agreement are fair and reasonable, we have reviewed the principal terms of cach of
the Supplemental Purchase Framework Agreement and the Supplemental Logistic Support Services
Framework Agreement as discussed below,

At Purchase Framework Agreement

Diates of agreement: 3 December 2018 {as supplemented by supplemental
agreements dated 27 September 2019, 18 December 2019,
26 August 2020, 28 October 2020, 16 November 2021,
30 August 2023 and 28 November 2025)

Parties: i 1) the Company; and
i2) Weigan Holding

Terms: Initially three years from | lanoary 2019 to 31 December
2021, previcusly cxtended to 31 December 2025, and is

currently proposed to extend to 31 December 2027 pursuant

to the Supplemental Purchase Framework Agreement

e =



Subject matter:

Pricing policy:

Payment terms:

Purchases of medical based products, including but not
limited to, medical equipment, medical raw materials,
medical packaging materials, pharmaceuatical and medical

devices

Prices and terms of purchase with respect to the Produocts
sold by Weizao Holding Groap shall be determined in the
ordinary course of business and on normal commercial
terms, negotiated on an arm’s length basis and at prices and
terms no less favourable to the Group than those available

to independent third parties by Weigao Holding Group.

The purchase amount of the Products shall be pavable by
the Group in advance before delivery or within one to six
muonths from the date of acceptance of the goods, depending
on the types of the Products,

The payment terms for the purchase of the Products by the
Group shall be negotiated on arm’s length basis between
the parties thereto and be determined based on normal
commercial terms. The terms shall be no less favourable to
the Group than those given to independent third parties by
Weigao Holding Group.
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According to the Purchase Framework Agreement, the prices charged by Weigao
Holding Group shall be made with reference to the standard price list of Weigao Holding
Group, being the price at which the same type of Products are sold by Weigao Holding
Group to independent third parties in its ordipary course of business, or on terms which are
of no less favourable to the Group than terms offered to other independent third parties. The
Company compares the pricings and payment terms of the Products to be purchased from
Weigao Holding Group to those charged or quoted by at least two independent suppliers for
similar products before ordering and makes sure that the pricings and payment terms of the
Products charged by Weigao Holding Group are no less favourable to the Group than those
offered by independent suppliers. In the event that the pricings and payment terms of the
Products provided by Weigao Holding Group are found to be less favourable, the Company
will timely negotiate with Weigao Holding Group to adjust, and in anv event before making

further orders with Weigao Holding Groop for their Products.

Furthermore, according to the Group's internal control measures in respect of
making purchases of the Products by the Group from the Weigauo Holding Group, we noted
that designated stalf has beén assigned to compare the pricings and terms of the products
or services offered by Weigao Holding Group to those charged or gquoted by at least two
independent suppliers for similar products or services and make sure that the pricings and
terms of the products or services charged by Weigao Holding Group are no less fuvourable
to the Group than those offered by independent suppliers, The comparison will be submitted
to a finapce manager of the Company for approval, Further information of internal control
measures in respect of the purchase of the Products adopted by the Group and our related
analysis 15 set out under section headed 5. Internal Control and Reporting Requirements and
Conditions of the Continuing Connected Transactions” below,

In order to assess the fairness and reasonableness of the terms of the purchase of
the Products by the Group from the Weigao Holding Group, we have selected a product
purchazed by the Group from the Weigao Holding Group from each of the three largest
revenue contributing product categories for each of the six months ended 30 June 2024,
31 December 2024 and 30 June 2025 (the "Review Period™) on a random basis, and obtained
and reviewed the relevant value added tax invoice ("VAT Invoice”) as supporting document
of the unit pricing. We consider the selection basis of the sample documents to be fair and
representative, as they give a general idea on the purchase transactions between the Group
and Weigao Holding Group for different products of each of the three largest product
categorics in terms of purchase amount during the Review Period. Given the Review Period
has covered most of the periods under the extended duration of the relevant supplemental
agrecment dated 30 August 2023 and taking into account the purpose of reviewing the
samples, we considered that the Review Period 15 sufficient and appropriate lor the purpose

of our gssessment,
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We have compared the relevant unit price as stated the VAT Invoice with the unit price
of the same product sold by members of the Weigao Holding Group to two other independent
customers during the similar period by further obtaining and reviewing the relevant VAT
Invaice of the transaction and compared the payment terms of the these transactions by
obtaining and reviewing the relevant agreements. Based on our review of the aforesaid, we
noted that the unit price of products and the payment terms offered by the Weigao Holding
Group to the Group in the samples were no less favourable 1o the Group than those offered
by Weigao Helding Group to its independent customers.

We have further selected five transactions among the selected samples, and obtained
and reviewed the VAT Invoice regarding purchases from independent suppliers by the Group.
We noted that the price charged by Weigao Holding Group is not higher than that charged
by the independent suppliers in the transaction reviewed and the pavment term offered by
the independent suppliers are not better than the payment term offered by Weigao Holding
Group.

Meanwhile, we noted that the amended pavment terms under the Supplemental
Purchase Framework Agreement, being pavable by the Group in advance belore delivery or
within vne to six months from the date of acceptance of the goods. full within the existing
payment terms, being payable by the Group in advance before delivery or within six months
from the date of acceptance of the goods,

J.2  Legistic Support Services Framework Agreement

Drates of agreement: Logistic Support Services Framework Agreement:
[6 November 2021 {as supplemented by the supplement
agreaments dated 30 August 2023 and 28 November 2025)

Parties: i 1) the Company; and
i2) Logistic Company

Terms: Initially two years from | January 2022 o 31 December
2023, previously extended to 3| December 2025, and
is currently proposed to extend to 31 December 2025

according to the Supplemental Logistic Support Services

Framework Agreement
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Subject matter:

Pricing policy:

Payment terms:

Provision of integrated medical device supply chain logistic

setvices by the Logistic Company Group to the Group

Logistic Company Group is entitled to not more than 3% of
the ultimate price paid by hospitals as logistic service fees.
Logistic Company Group should settle the rematning at least
07% of the ultimate price paid by hospitals (the "Settlement
Amount™ with the Group on a back-to-back basis. The
Logistic Support Services cover over 35 provinces in the
PRC. The pricing of the logistic service fee shall be Fair
and reasonable and shall not be higher than the pricing
of similar logistic services provided by independent third
parties to the Group prevailing at the time ol entering into
the Supplemental Logistic Support Services Framework
Agreement. The Group shall compare the rates and rerms
of the services offered by Logistie Company Group lo
market rates and terms from time to me o ensure the
terms {including pricing and payment} contemplated under
the Supplemental Logistic Support Services Framework

Agreement are on normal commercial terms,

Logistic Company Group should pay the Settlement
Amount to the Group within 30 days from the date of
receipt of the payment from the hospitals. The paymen
terms for the logistic services shall be negotiated on arm'’s
length basis between the parties thereto and he determined
based on normal commercial terms. The terms shall
be no less favourable to the Group than those given to

independent third parties by Logistic Company Grouap.

e



According o the Logistic Support Services Framework Agreement, the logistic
service fee charged by Logistic Company Group represents not maore than 3% of the total
amount paid by customers. The logistic service fee of not more than 3% is determined by
the Company and Logistic Company after arm’s length negotiations and with reference to
i1 3 quotations from independent logistic operators provided to the Company, {ii} the market
fees charged by other independent logistic operators providing simifar services in the six
months period ended 30 June 2025 as well as (iii) the fees charged by Logistic Company Lo
its independent customers in its ordinary course of business. The Company compared the fee
charged by Logistic Company with the fees of at least three independent suppliers at the time
of entering into the Supplemental Logistic Support Services Framework Agreement to make
sure the fee offered by Logistic Company is no less favourable to the Group than market rate.
The Company will also compare the market prices and payment terms to the pricings and
payment terms of the Logistic Support Services offered by Logistic Company Group from
time to time (and no less frequent than on g half-vearly basis). In the event that the pricings
and payment terms of the Logistic Support Services offered by Logistic Company Group are
found to be less favourable to the Group, the Company will timely negotiate with Logistic
Company Group to adjust. and in any event before making further orders with Logistc
Company Group lor their Logistic Support Services.

Furthermore, according to the Groop’s internal control measures in respect of the
provision of the Logistic Support Services by the Logistic Company Group to the Group,
we noted that designated staff has been assigned to compare the pricings and terms of the
Logistic Support Services provided by Logistic Company Group to those charged or quoled
by at least two independent providers for sumilar services and make sure that the pricing
and terms of the Logistic Support Services offered by Logistic Company Group are no less
favourable than those offered by independent logistic service providers. The comparison
will be submitted to a finance manager of the Company for approval, Further information
of internal control measures in respect of the procurement of the Logistic Support Services
adopted by the Group and our related analysis is set out under section headed "3, Internal
Control and Reporting Requirements and Conditions of the Continuing Connected
Transactions” below,

e |



In order to assess the fairness and reasonableness of the terms of the Logistic Support
Services, we have selected a product sold by the Group through the Logistic Support
Service from each of the three largest ultimate customers for each of the six months ended
30 Jupe 2024, 31 December 2024 and 30 June 2025 on a random basis. We consider the
selection basis of the sample documents to be fair and representative as they give a general
idea on the sale of the Group’s products to its major customers using the Logistic Support
Services provided by the Logistic Company Group during the Review Period, Given the
Review Period has covered most of the periods under the extended duration of the relevant
supplemental agreement dated 30 August 2023 and taking into accouni the purpose of
reviewing the samples, we considered that the Review Period is sufficient and appropriate for

the purpose of our assessment.

In respect of the sample transaction documents obtained, we have compared the
pricing and payments terms provided by Logistic Company Group against the pricing and
payment terms of similar logistic services procured by the Group from two independent
logistic service providers in the medical device industry during the same periods. Based on
our review of the aforesaid, we noted that (i) the logistic service fee charged by the Logistic
Company Greup in the samples are not more than 3%; and () the logistic service lees
offered by Logistic Company Group to the Group in the samples obtained were not higher

than logistic service fee rates offered by independent logistic services providers.

Regarding the payment terms offered hy the Logistic Company Group, we have, on
a random basis, obtained and reviewed two agreements regarding the provision of Logistic
Support Services by the Logistic Company Group 1o an independent third party during the
Review Period, and noted that the payment term is the same as the payment term under the
Logistic Support Services Framework Agreement, We consider these two documenis o he
fair and representative, as they gave a general idea on how the Logistic Company Group
charged its independent customers regarding the provision of logistic support services,

We noted that the payment term under the Logistic Support Services Framework
Agreement is within 30 days from the date of receipt of the payment from the hospitals,
while the payment terms with the two independent logistic services providers are (i) 360
days from the date of recording of relevant transaction by the hospital with invoice issued;
and {11y 120 days from the date of receipt of inveice. We noted from the Rating Report that
the dccounts receivable turnover of Weigao Holding Group for 2023 and 2024 were 2.39
times and 2.44 times, respectively (representing creditor turnover days of approximately
1527 days and 149.6 days, respectively). Based on the aforesaid and taking into account
the payment term under the Logistic Support Services Framework Agreement. the payment
term with the Logistic Company Group falls within the range of payment terms with the two

independent logistic services providers,
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Based on the samples reviewed, we consider that the terms of the Logistic Support
Services Framework Agreement (including the logistic service fee charged by Logistic
Company Group of not more than 3% and payment terms) are on normal commercial
terms or better to the Group, fair and reasonable and in the interest of the Company and its
Shareholders as a whole,

The Proposed Annual Caps
4.1 Proposed Purchase Caps
fa)  Background on the annual caps and historical transaction amounts

The following table set out (1) the historical or existing annuoal caps for each of
the vears ending 31 December 2025; (11) the historical transaction amounts for cach of
the two years ended 31 December 2024 and the ten months ended 31 October 2025;
(i1} the atilisation rates of the historical or existing annual caps; and {iv) the Proposed
Annual Caps in respect of the purchases of Products (the "Propeosed Purchase Caps')
by the Group from the Weigao Holding Group for each of the two years ending 31

December 2027:
Far the year ended/ending 31 December
023 N s s 27
Approwrmately  Approvimarely  Apprecimately Appecimarely - Approtimaicdy
EME milfon BME malfion  SMBmifor  BHB meiling  SWE milion
Historical or existing anraal caps 130040 1AL .00 MiA h AL
Historical transzction amaunis LI0LE oz LT Nia NIA
{op 1o
31 Oeteber
s
Litikisatean mfe bor fhe year 1 R ik ihl% NiA WA
{p o
1] Orctober
2280 More
Praposed Purchase Caps i hiA NIA [ KL |20

Note:  The walization rate for the ten months ended 21 October 2025 was calculuted by
annualising the transaction amount for the ten months ended 3] October 2025 and

compared with the existing anmul cap for the year endimg 21 December 2025,
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As stated in the Board Letter, the Proposed Purchase Caps have been
determined with reference to factors including, (i) the historical transaction amount of
approximately RMBESZ0 million, RMB397.0 million and RMB70L.7 million under
the Purchase Framework Agreement for the year ended 31 December 2024, the six
months ended 30 June 2025 and the period from 1 Januvary 2025 to 31 October 2025,
respectively: and (ii} the anticipated demand for products provided by Weigao Holding
Group [or the years ending 31 December 2026 and 2027 after taking inte account the
nature of the products, the market development trend as well as the expected business
development of the Group: (iii) the pricing of the Products to be provided by Weigao
Helding Group; and (iv) a buffer amount of approximately 10% in its calculation.
We also noted that the Proposed Purchase Caps for the year ending 31 December
2027 represented a growth of approximately 10.0% as compared to that for the
yvear ending 31 December 2026, As further stated in the Board Letter, it is expected
that the demand for some other high-end medical devices, including clinical care,
medical testing equipment. anesthesia and surgical-related products. would continoe
to increase in the next two years and, as the aging population and escalating health
awareness among residents drove structural changes in the market demand for medical
devices, Consumers’ demand for such high-end medical devices was increasing as
time goes by, This required the Group to keep up with market development more
precisely and provide diversified products and services, Assuming the pricing of the
Products remains stable, it ts anticipated that the Proposed Annual Caps for each of
the years ending 31 December 2026 and 2027 would be RMBI1,100.0 million and
RMBI1.210.0 rmullion respectively.

(bl Market ontlook of the PRC medical device industry amd business development
of the Group

According the article “Development Status of our country’s Medical Device
Industry in 2024*7 (“2024FFHEBMBMERZE BB published by the
Medical Economic Newspaper® (588 87§ 3% an integrated media platform in
China’s pharmaceutical industry, supervised by the Mational Medical Products
Administration and hosted by the NMPA Southern Medicine Economic Research
Institute (the “Southern Medicine Economic Research Institute™)) on 3 March
2025' (the "March Article™). the medical device industry continue to face relatively
large downward pressure in 2024 due to factors such as volume-based procurement,
However. on the other hand, steady growth in domestic medical demand and a strong

recovery in device exports shall support the industry's steady development.
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Meanwhile. according to the March Article, the globalization of Chinese
medical device companies has entered a new srage, Overseas market segmentation
strategies are being further implemented, and product “export”™ paths are becoming
more diverse, While the “scale for market™ strategy is still the primary strategy for
mid- and low-end products, localization is gradvally increasing. Companies are
establishing their own chanpels through local factories, promoting lean cost control
and localized product adapiation to expand market share.

Further, according to the article “2025 Medical Device Economic Information
Conference -« Academician Zheng Hairong, Director of the National Innovation
Center, delivered a keynote speech*” ("202:BHBHEBECESHEIRE
Bl EFREERLTELTEESRE" published in the website of the National
Innovation Center for Advanced Medical Devices on 23 October 20257 (the “"Oclober
Article”) regarding the 2025 Medical Device Economic Information Conference
held by the Southern Medicine Economic Research Institute in October 2025,
there are steady increases in domestic demand for medical products and prominent
enhancement in compelitiveness of mid- to high-end products, It is estimated by the
Southern Medicine Economic Rescarch Institute that the revenue of medical device
manufacturers in the PRC will increase by approximately 5% in 2025, as compared to
2024,

Based on the aforesaid, we consider that the medical device industry of the PRC
may experience moderate growth in the coming vears,

(el Utifisation of the existing annval caps in respect of the purchase of the Produets

We noted that the utilisation rates for the purchase of the Products for the two
vears ended 31 December 2024 was approximately B0.1% and 39.5%. respectively,
and that for the ten months ended 31 October 2025 (calculated by annualizing the
amount) was approximately 56.1%. As advised by the management of the Group, the
relatively low utilization rate for the vear ended 31 December 2024 and the ten months
ended 31 October 2025 were mainly attributable to the continuous pricing pressure
faced by the Group, as a result of which the Group recorded decline in revenue over
the past three years despite the sales volumes of products of each business segment of

the Group maintained an increasing trend as stated in the 2024 Annual Report.
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fd) Our view

We noted that the actual transaction for the ten months ended 31 October 2025
amounied to approximately RMBT01.7 million, and the annoalised amount of which
is approximately RMBE42.0 million. As stated above, the impact of the centralized
volume-based procurement policy in public hospitals in China on the prices of
certain products of the Company has graduoally stabilized and there was a significant
reduction in the decline rate of actual tramsaction amount under the Purchase
Framework Agreement from approximately 25.8% for 2024 to approximately 5.6%
for 2025 {based on the annualised amount), and according to the October Article, it
is estimated that the revenue of medical device manufacturers is expected to increase
by approximately 5% in 2025 as mainly driven by increases in domestic demand for
medical products and prominent enhancement in competitiveness of mid- 1o high-end

products.

We further noted from the announcement of the Company dated 31 October
2025 regarding the proposed transaction which involves the acquisition of Shandong
Weigao Blood Purification Products Co.. Lid.* (1L 528 &5 00 (L W a0 B i 5 I
210" Weigao Blood Purification”, together with its subsidiaries. the “Weigao
Blood Purification Group™) that upon completion of the relevant transaction, Weigao
Blood Purification may become a non-wholly-owned subsidiary of the Company
iwhich the Company held 23.52% equity inferest in). Based on the prospectus of
Weigan Blood Purification dated 14 May 2025 (the “Weigao Blood Purification
Prospectus™), purchase of the Weigao Blood Purificanon Group from Shandong
Weigao Nephrology Medical Device Co,, Ltd.* (1L B¢ 5 B B B e 3 i FL 25 81D
{“Weigao Nephrology Medical™), a subsidiary of the Weigao Holding, amounted
to approximately RMBS6.2 million, RMBI07.8 million and RMB9S.5 million for
the year ended 31 December 2022, 2023 and 2024, respectively, Weigao Blood
Purification has further undertaken that starting from, and including, 2024, the annual
purchase from Weigao MNephrology Medical shall not exceed RMBIOO.O million

{exclusive of tax).



Taking inte account the annualised purchase amount for 2025, the expected
increase in revenue of medical device manufacturers as stated above, the maximum
annual purchase amount from Weigao Nephrology Medical and value added tax rate
of 13% and a buffer of 10%, the estimated purchase amount for the year ending 31
December 2026 is approximately RMBLO96.8 million, which already represented
approximately 99.7% of the Proposed Purchase Cap for the yvear ending 31 December
2026, Further, given (i} the actual transaction amount had reached over RMB,200.0
million for the year ended 31 December 2023; (ii) the Proposed Purchase Cap for the
vear ending 31 December 2026 only represented approximately [6.9% of the cost of
sales of the Group for the vear ended 31 December 20025; and (iii) the need to cater
for unforeseeable events that boost future purchases of the Products. we considered
that the Proposed Purchase Cap for the year ending 31 December 2026 of RMB L, [}

million 15 reasonable.

The growth of the Proposed Purchase Caps for the year ending 31 December
2027 as compared to 2026 mainly represented the estimated growth driven by industry

and the buffer for transactions.

Taking into account of the above, in particular (i) the expected moderate growth
of the PRC medical device indusiry und the gradually stablised impact brought by
the centralized volume-hased procurement policy in public hospitals in China: (i1} the
recent financial performance and outlook of the Group: (i) historical transaction
amount under the Porchase Framework Agreement for the years ended 31 December
2023 and 2024 and the ten months ended 21 October 2025; and (v} a reasonable
buffer to cater for unforesecable events that boost future purchases of Products, we
consider that the Proposed Purchase Caps are fair and reasonable,

)



4.2

Proposed Logistic Caps
fa)  Background on the annual caps and historical transaction amounis

The following table set out (i} the historical or existing annual caps for each
of the years ending 31 DRecember 2025, (i) the actual amounts settled by Logistic
Company Group for the Group's sales to customers through Logistic Company Group
{i.e. the net amount after dedvcting not more than 3% logistic service fee from the
gross amount paid by customers) (the "Settled Amount”) for the two years ended 31
December 2024 and the ten months ended 31 October 20235; (iii) the corresponding
logistic service fee charged by Logistic Company Group for the two years ended
31 December 2024 and the tem months ended 31 October 2025; (iv) the atilisation
rates of the historical or existing annual caps; and (v) the Proposed Annual Caps in
respect of the provision of the Logistic Support Services by Logistic Company Group
to the Group (the “Proposed Logistic Caps”) for cach of the two years ending 31
December 2027:

For the vear endediending 31 December
2023 4 2125 0le un
Approgimately  Approvinarely  Approsimately  Approvimetely  Apenotiotd
RS millor BMB medfion RMEmilion BWE aeiion SUHE welliog

Existing annoal caps
Settled Amaud .00 44010 32000 i B
Lugistic servics fee I 1320 1560 MiA KA

Histerical trapsection amounts
Settled Amour 35415 RN 145 WA NIA
{up fo
1 Uetober
25
Logistic service fee [{549 Tis bl WA WA
Jup 1o
1 Oxctober
s

Utilisatinn rate for the vear

Settled Amaurt 500 1205 i) WA NIy

]

3 Gretober

S N
Logistic ssrvice fee $0.9% 5 T% 160.5% WA iy

{up o

3 Crctober

225 Nored

Propused Lugistic Caps
Settled Ameaurd M4 MiA WA KAl 41500
Lagisti servics fee NI Y NrA [E1.6 1243

Nate:  The utilization eate for the tem months ended 21 Oclober 2025 was calculated by
annualising the transuaction amount for the ten months ended 31 October 2025 and
compared with the existing annual cap for the year ending 31 December 2023



As stated 1n the Board Letter, the Proposed Logistic Caps are determined
with reference 1o factors including, (1) the historical amounts of approximately
EMB3,169.2 million, RMB1.687.5 million and RMB2.624.5 million settled by
Logistic Company Group for the Group’s sales to customers through Logistic
Company Group for the vear ended 31 December 2024, the six months ended 30
June 2025 and the period from | January 2025 to 31 October 20235, respectively;
(i1} the expected sales of products to costomers using the Logistic Support Services
provided by Logistic Company Group for each of the years ending 31 December
2026 and 2027 taking into account the expansion of customer base (with the addition
196 hospitals, 26 other medical institutions, and 174 distributors to the Group's PRC
customer base for the year ended 31 December 2024); (iii} the expected growth in the
PRC medical deviee indusiry. In this connection, the Company noted that the PRC
governmenl continued Lo intensify its supporting efforts for innovative medieal device
and equipment and encouraged enterprises to increase research and development
investiment to promote the domestic substitution of high-end medical devices, The
steady growth in domestic medical demand and a strong recovery in device exports
will continue to support the indusiry’s steady development, which will in trn lead o
an expected increase in the demand for logistic support services by Logistic Company
Group to the Group: (iv) the expected business development of the Group, taking mnto
account the Group's continued efforts to expand its markets and its product lines and
business segments (over 100 new produets are expected to receive regulatory approval
and 1o be launched progressively over the next three years, including infusion and
urinary consumables ete.); (v) the number of PRC customers which the Group has
sold or expects to sell the products to using the Logistic Support Services provided
by Logistic Company Group, {vi) a buffer amount of approximately 10% in its
calculation: and (vii) the pricing of the Logistic Support Services o be provided by
Logistic Company Group of not more than 3% of the ultimate price paid by customers.
We also noted that the Settled Amount under the Proposed Logistic Caps for the year
ending 31 December 2027 represented a growth of approximately 11.6% as compared
to that for the year ending 31 December 2026.

fh) Market outlook of the PRC medical devive industry and business development
of the Group

Taking into account of the discussions in the same paragraph headed
“(b) Market outlook of the PRC medical device industry and business development
of the Group” above under the section headed “4.1 Proposed Purchase Caps”. we
consider that the medical device industry of the PRC may experience moderate growth
in the coming vears.
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fci  Utifisation of the existing annual caps in respect of the Logistic Support
Services

We noted that the wtilisation rates for the Settled Amount for the two years
ended 31 December 2024 was approximately 539.0% and 72.0%, respectively, and that
for the ten months ended 31 October 2025 (calculated by annualizing the amount)
was approximately 6L6%. Meanwhile, the utilisation rates for the logistic service
fee tor the two years ended 31 December 2024 was approximately 56.9% and 55.7%,
respectively, and that for the tenm months ended 31 October 2025 {calculated by
annualizing the amount) was approximately 46.5%_ As advized by the management of
the Group, the relatively low utilization rate for the logistic service fee for the year
ended 31 December 2024 despite the relatively high utilization rate for the Setled
Amount was mainly attributable to the fact that the logistic service fee cap was
determined based on the maximum fee rate of 3% while the average logistic service
fee was only approximately 2.3% and 2.3% during the year ended 31 December
2024 and the ten months ended 31 October 2025, respectively, and the longer timing
required and administrative barriers for the Logistic Company Group to be registered
as the registered logistic operator of hospitals. We noted that the relatively low
utilisation rutes for the Settled Amount and the logistic service fee were in line with
the decrease in pricing of products through the centralized volume-based procurement
policy in public hospitals,

{d)  Cor view

We noted that the annualised Settled Amount for the year ending 31 December
2025 fannualised based on the actual Settled Amount for the ten months ended 31
October 2025) represented a very slight drop of approximately 0.6% as compared to
the actual Sewled Amount for the vear ended 31 December 2024, As stated above,
the impact of the centralized volume-based procurement policy in public hospitals in
China on the prices of certain products of the Company has gradually stabilized, and
according to the Ocrober Article, it is estimated that the revenue of medical device
manufacturers is expected to increase by approximately 5% in 2025 Taking into
account the annualised Settled Amount for 2025, the expected increase in revenue
of medical device manufacturers and a buffer of 10%, the estimated Settled Amount
for the year ending 31 December 2026 is approximately RMB3,637.6 million, which
represented approsimately 97.8% of the Settled Amount for the vear ending 31
December 2026 under the Proposed Logistic Caps.
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We further noted that the Settled Amount for the year ending 31 December
2026 under the Proposed Logistic Caps only represented a growth of approximately
1.5% on top of the forecasted Settled Amount for the year ending 31 December
2025, and the Settled Amount for the vear ending 31 December 2027 under the
Proposed Logistic Caps represented a growth of approximately 11.6%. We noted that
the actual Settled Amount recorded a relatively considerable decrease from 2023 to
2024, while the annualised Settled Amount for the vear ending 31 December 2025
{annualised based on the actual Settled Amount for the ten months ended 31 October
2025) represented & very slizht drop of approximately 0.6% as compured to the
actual Settled Amount for the vear ended 31 December 2024, which was consistent
with the 2024 Annoal Report regarding the impact of the centralized volume-based
procurement policy. Taking inte account such marginal decrease in annualised Setled
Amount for the year ending 31 December 2025, and, as stated in the October Article,
there are steady increases in domestic demand for medical products, the nature of
the centralized velume-based procurement policy in publie hespitals in China that
the public hospitals have their own designated logistic service providers which the
suppliers (including the Group) have to cooperate with, and cope with a reasonable
buffer, we consider that the forecasted growth in the Settled Amount wnder the
Proposed Logistie Cap lor the years ending 31 December 2026 und 2027 are not
unreasonzhle,

On the other hand. we noted that the logistic service fee under the Proposed
Logistic Caps for each of the vears ending 31 December 2026 and 2027 remained
to be 3% of the Settled Amount under the Proposed Logistic Caps. We consider that
such rate was set with reference to the pricing policy under the Supplemental Logistic
Support Services Framework Agreement and it is not unreasonable to sct the expected

logistic service fee cap based on such rate.

Taking into account of the above, we concurred with the Company that the

Proposed Logistic Caps are fair and reasonable.



5.

Internal Control and Reporting Requirements and Conditions of the Continuing
Connected Transactions

5.1

Internal control measures
{a)  The purchase of the Produects

Based on our discussion with the management of the Group and as disclosed mn
the Board Letter, we understand the Group has adopted the following internal control
measures for the purchase of products or services from Weigao Holding Group by the

Group:

' before ordering, a designated staff (heing a procurement manager from
the relevant business units of the Group) should compare the pricings and
terms of the Products to be purchased to those charged or quoted by at
least two independent supplicrs for similar products and make sure that
the pricings and terms of the Products charged by Weigao Holding Group
arg no less favourable to the Group than those offered by independent
suppliers. The comparison will be submitred to a finance manager of the
Company for approval; and

. a finance officer is responsible for monitoring the transaction amount
from time to time (no less frequent than on a quarterly basis). In case,
by quarter-end, the transaction amount has approached a utilization rate
of a multiple 25% of the relevant annoal cap of the vyear, the finance
manager will promptly review the underlying reasons, evaluate whether
any revision to the annual cap is necessary and report to the Board (if

mecessaryl.



by The Logistic Support Services

In respect of the Logistic Support Services, the Groop has adopted the
following internal control measures for the on-going monitoring of the Logistic
Support Services:

. prior e entering into any logistic support services agreements (including
any renewal or supplemental agreements), a designated staff (being a
procurement manager from the relevant business units of the Group)
shall review and assess the Logistic Support Services required after
considering the delivery size, delivery location, timing required and any
special requirements (for example, as to storage of special medical goods
or equipment). Besides. a designated staff (being a procurement manager
from the relevant business units of the Group) should compare the
pricings and terms of the Logistic Support Services provided by Logistic
Company Group to those charged or quoted by at least two independent
providers for similar services and make sure that the pricing and terms
of the Logistic Support Services offered by Logistic Company Group
are no less favourable to the Group than those offered by independent
logistiie service providers. The comparisen will be submitted to a finance
manager of the Company for approval;

. from time to time {(no less frequent than on a half-yearly basis), a
finance officer should consuli the market price movement and review
and compare the market price to the pricings and terms of the services
offered by Logistic Company Group to make sure that the pricings and
terms offered by Logistic Company Group are no less favourable to the
Group than those offered by other independent logistic service providers;
and

. a finance officer is responsible for monitoring the transaction amount
from time to time (no less frequent than on a quarterly basis). In case,
by gquarter-end, the transaction amount has approached a utilization rate
of a multiple of 25% of the relevant annual cap of the year, a finance
manager will promptly review the underlving reasons. evaluate whether
any revision to the annual cap is necessary and report (o the Board (if

neCEssary).
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5.2 Our analvsis an the internal contral measures

We have reviewed the internal control policy of the Group and discussed with the
management of the Group to understand the procedures. With respect to each type of
Continuing Connected Transactions, we have also reviewed sample documents provided
by the Company as mentioned in the section headed “3, Principal terms of the Continuing
Connected Transactions under the Supplemental Purchase Framework Agreement and the
Supplemental Logistic Support Services Framework Agreement” and noted that they are in

line with the pricing policies as described above.

In addition, pursuant to Rules [4A.55 to 14A.59 of the Listing Rules, the Continuing

Connected Transactions are subject to the following annual review requirements:
{a)  the independent non-executive Directors must review the Continuing Connected
Transactions every year and confirm in the annual report whether the
Continuing Connected Transactions have been entered into;
(i) in the ordinary and wsual course of business of the Group;

(it} on normal commercial lerms or better; and

(iit)  according to the agreements governing them on terms that are fair and
reasoniable and in the interests of the Shareholders as o whole;

{b)  the Company must engage its auditors to repoct on the Continuing Connected
Transactions every vear. The anditors of the Company muost provide a letier (o
the Board confirming whether anything has come to their attention that causes
them to believe that the Continuing Connected Transactions:

Qi have not been approved by the Board,

(iiy  were not, in all material respects, in accordance with the pricing policies
of the Group if the Continuing Connected Transactions involve the
provision of goods or services by the Group;

(i) were not entered into, in all material respects. in accordance with the
rebevant agreement governing the Continuing Cennected Transactions:

and

(ivl  have exceeded the caps.
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(e} the Company must allow, and ensure that the counterparties to the Continuing
Connected Transactions allow, the Company’s auditors sofficienf access o
their records for the purpose of the reporting on the Continuing Connected
Transactions; and

{dy  the Company must promptly netity the Stock Exchange and publish an
announcement if the independent non-executive [Directors and/or the
Company's auditors cannot confirm the matters as reguired. The Stock
Exchange may require the Company to re-comply with the anneuncement and

the Sharcholders’ approval requirement and may impose additional conditions.

We further noted that as stated in the annual report of the Company for the year
ended 31 December 2022 and 2024 Annual Report, the anditors of the Company confirmed
that nothing has come to their attention that causes them to believe the relevant continuing
connected transactions (including the porchase of Products by the Group from the Weigao
Holding Group and the provision of Logistic Support Services by the Logistic Company
Group to the Group in the vears ended 31 December 2023 and 2024), among other things,
were not, in all material respects, in gecordance with the respective pricing policies and have
not been entered into, in all material respects, in accordance with the relevant agreements

governing such transactions.
A3 Ohur view

Taking into acconnt of the abovementioned internal control measures and reporting
requirements attached to the Continuing Connected Transactions, in particular, (i) the
restriction of the value of the Continuing Connected Transactions by way of the Proposed
Anpual Caps; and (ii} the on-going review of the Continwing Connecied Transactions by
the independent non-executive Directors and auditors of the Company, we are of the view
that appropriate measures thereof exist to monitor the conduct of the Continuing Connected
Transactions and assist to safeguard the interests of the Independent Shareholders.

P



RECOMMENDATION

Having considered 1he above principal factors and reasons. we consider (i) the Conlinuing
Connecied Transactions under the Supplemental Porchase Framework Agreement and the
Supplemental Logistic Support Services Framework Agreement are on normal commercial 1emms, in
the ordinary and wsual course of business of the Growp, fair and reasonable and in the interests of
the Compony and he Independent Shareholders as o whole: and (i3] each of the Proposed Annual
Caps is fair and reasonoble so for as the Company and the Independent Shareholders are concerned.
Accordingly, we advise the Independent Board Commiries o recommend the Independent
Shareholders to vole in favour of the ordinary resolutions ro be proposed at the EGM 1o approve the

Supplememal Agreements and the wansactions contemplated theveunder and eoch of the Proposed
Annual Caps.

Yours faithfully,
Farr anc on behalf of
Haleyon Capital Limited

\\7/-##

- o (-
Terry Cho Bartom Lai

Maraging Nrecior Director

Mr. Chu i a licensed person registered with the Securities and Futures Commission and a
responsibie officer of Hyloyon Capital Linvited, which is Heensed under the SEC 1o carry obr Tipe
& (advising on corporale finance) reguiated activivies, M Cha has participated in the provision of
independent financial advisory services for varfons tramsactions imvolving companies listed on the
Stock Exchaage,

Mr Laf s a Heensed person regisiered with the Secoritfes and Futures Commission and a
responsible officer ol Halevon Capital Linited, which is licensed vnder the SF0 to carry out Tvpe
& (advising on corporate finance) regulated activives. Mr Laj has porticipated dn the provision of
independent fnancial advisery services for varfous rransactions invelving companies listed on the
Stock Exchanse.



