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DEFINITION

Al
“Annual General Meeting”
“Articles of Association”
“associate(s)”

“Audit Committee”
“Board”

“Carlyle”

“Cayman Companies Law”

“China” or "PRC"

“Companies Ordinance”

“Company”, “our Company” or “the Company”

“Contractual Arrangements”

“Contractual Registered Shareholders”

“Corelink”

“CG Code”

‘COVID-19"

artificial intelligence

the annual general meeting of the Company

the articles of association of the Company, as amended from time to time
has the meaning ascribed thereto under the Listing Rules

the audit committee of the Board

the board of Directors of the Company

The Carlyle Group Inc., a company listed on Nasdaq Global Select Market
(ticker symbol: CG)

the Companies Law, Chapter 22 (Law 3 of 1961, as consolidated and
revised) of the Cayman Islands, as amended, supplemented or otherwise
modified from time to time

the People’s Republic of China, and for the purpose of this annual report
only and except where the context requires, references in this annual
report to “China” and the "PRC" do not include Hong Kong, the Macau
Special Administrative Region of the PRC and Taiwan

the Companies Ordinance (Chapter 622 of the Laws of Hong Kong) as
amended, supplemented or otherwise modified from time to time

ADICON Holdings Limited (3 ERIZRAR A R),
liability company incorporated in the Cayman Islands on March 20, 2008

an exempted limited

the series of contractual arrangements entered into by Aidiken WFOE,
Hangzhou Adicon and the Contractual Registered Shareholders

Ms. LAN Jia (BI1E), Ms. LIAN Hailun G&)81%) and Hangzhou Kangming

Corelink Group Limited, a limited liability company incorporated in the
British Virgin Islands on January 2, 2008, a company wholly-owned by Mr.
LIN Jixun, one of the founders of the Group and a non-executive Director

the Corporate Governance Code as set out in Appendix C1 to the Listing
Rules

coronavirus disease 2019, a disease caused by a novel virus designated
as severe acute respiratory syndrome coronavirus 2



“CRO”
“Director(s)”
“ECL"
"ESG”

“Financial Statements”

“FVTPL"

“Global Offering”

“Group,”"our Group” or “the Group”

“Hangzhou Adicon”

"Hangzhou Kangming”

"HK$", "HKD" or "HK dollars”
“Hong Kong”
‘IcCL”

‘IFRS”

e
“LIS”
“Listing Date”

“Listing Rules”

DEFINITION

contract research organization
director(s) of the Company

expected credit loss

Environmental, Social and Governance

the consolidated financial statements of the Group for the year ended
December 31, 2025 as audited by Ernst & Young

fair value through profit or loss

the global offering of Shares by the Company on the terms and conditions
described in the Prospectus

the Company, its subsidiaries and consolidated affiliated entities from
time to time

Adicon (Hangzhou) Clinical Laboratories Co., Ltd. (I3 ¥ EEEE 2R
A O AERAT]), a limited liability company established in the PRC on
January 16, 2004, one of the PRC Operating Entities controlled by the
Group through the Contractual Arrangements

Hangzhou Kangming Shengjin Technology Partnership (Limited
Partnership) (MM EEEBEFEAZECEEBREE)), a limited
partnership established in the PRC on August 12, 2020, which is a
registered shareholder of Hangzhou Adicon and with its limited partners
of certain employees of the Group

Hong Kong dollars, the lawful currency of Hong Kong
the Hong Kong Special Administrative Region of the PRC
independent clinical laboratory

International Financial Reporting Standards, as issued by the International
Accounting Standards Board

information technology
laboratory information system
June 30, 2023

the Rules Governing the Listing of Securities on The Stock Exchange of
Hong Kong Limited



DEFINITION

“Main Board”

“Model Code”

“NGS”
“Nomination Committee”

“PRC Operating Entities”

“Prospectus”
“Remuneration Committee”
“Renminbi” or "RMB”
“RSU(s)"

‘R&D"

‘SFO”

“Share(s)”

“Shareholder(s)”
“Stock Exchange”

“Strategy Committee”

“subsidiary” or “subsidiaries”

“treasury Share(s)

“2019 Incentive Plans”

“2024 Incentive Plan”

“2025 Incentive Plan”

"4

the stock exchange (excluding the option market) operated by the Stock
Exchange which is independent from and operates in parallel with the
GEM of the Stock Exchange

the Model Code for Securities Transactions by Directors of Listed Issuers
as set out in Appendix C3 to the Listing Rules

next-generation sequencing
the nomination committee of the Board

the entities controlled by the Group through the Contractual
Arrangements, namely Hangzhou Adicon and its subsidiaries

the prospectus issued by the Company on June 19, 2023
the remuneration committee of the Board

Renminbi, the lawful currency of the PRC

the restricted share units

research and development

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

ordinary share(s) in the share capital of the Company with a par value of
US$0.00002 each

holder(s) of the Share(s)

The Stock Exchange of Hong Kong Limited

the strategy committee of the Board

has the meaning ascribed to it in section 15 of the Companies Ordinance
Share(s) held by the Company in treasury

the senior executive incentive plan of the Company and the senior
management incentive plan of the Company adopted and approved on
July 9, 2019, as amended from time to time

the 2024 incentive plan of the Company adopted and approved on March
28, 2024, as amended from time to time

the 2025 incentive plan of the Company adopted and approved on May 26,
2025, as amended from time to time

percentage



CHAIRWOMAN'S STATEMENT

2025 marked a critical year for Adicon, as it navigated short-term pressures while laying the foundation for future growth.
In a challenging external environment, the employees of Adicon have maintained firm confidence in the medium-to-long-
term prospects of the ICL industry, striving hard and positioning themselves for the industry’s recovery. During this year,
we completed the integration of YuanDe Yougin and signed a landmark acquisition agreement with Crown Bioscience,
opening up new avenues for growth. While the ICL industry remains in a period of adjustment, we are encouraged by the
steady improvement in our performance, with the pace of decline narrowing quarter by quarter and a return to year-on-
year growth by year-end—a hard-won inflection point. As early signs of recovery emerge, we will continue to build on this
momentum and further strengthen our operating performance.

In 2025, the Company reported revenue of RMB2.64 billion, a 9.5% year-on-year decline. Despite short-term pressures,
overall operations remained robust, with several core business segments making solid progress. The co-construction
business continued its rapid expansion, growing 19.8% year-on-year. During the year, we signed 69 new projects and
strengthened partnerships with leading hospitals and regional platforms, broadening access to premium healthcare
resources and advancing service model innovation. The CRO segment delivered approximately 31.5% year-on-year growth,
serving as a key engine of counter-cyclical performance. The acquisition of Crown Bioscience is expected to enhance
synergies with existing CRO capabilities and accelerate future growth. Esoteric testing showed a clear recovery, with
revenue improving steadily and returning to year-on-year positive growth by year-end. Within this segment, hematology
grew 37% year-on-year, supported by synergies with YuanDe Yougin, and Tier Il hospital clients now account for 85%
of the client mix. We also strengthened our tendering capabilities, with total contract awards reaching RMB670 million.
Successful bids from Tier Il hospitals increased significantly, further reinforcing our competitive position.

We also made meaningful progress in digitalization and Al adoption for the year. Al-assisted diagnostics have now
been well established in areas such as cervical cancer screening and reproductive genetics. In TCT testing, over 60%
of samples are now screened with Al-assisted reading, with annual volumes exceeding 4 million cases—significantly
improving efficiency while reducing costs. These capabilities are being extended to additional applications, including
gastrointestinal pathology and lymphocyte subset analysis, further enhancing our diagnostic capabilities. Internally, we
have applied Al to automate the recognition and transcription of paper-based requisition forms, and have introduced Al-
enabled quality control tools in pathology reporting, reducing report defect rates by approximately 80% and materially
improving report quality. We also launched and scaled our proprietary Al assistant, “Aixiaoyi,” which provides patients
with report interpretation and supports clinicians with test recommendations, intelligent consultation, and professional
Q&A services—enhancing customer engagement and retention. In addition, we are advancing the integrated development
of "Al + regional diagnostic centers,” with multiple regional labs already established across China. We have also deepened
partnerships with leading internet companies building Al-driven healthcare ecosystems, leveraging our strengths in
diagnostics testing, laboratory operations, and data services.

We remain confident that, despite near-term industry adjustments, the long-term prospects of the ICL sector remain
strong. The current cycle presents a valuable opportunity for Adicon to strengthen its capabilities and position itself for
the next phase of growth. With a clear strategy and continued innovation, we are well positioned to lead the industry and
deliver high-quality, sustainable growth.

In 2026, we will move forward with focus and determination, working together to achieve even greater success in the
years ahead.

Ms. YANG Ling
Chairwoman

March 25, 2026
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Cayman Islands

* Mr. GAO Song resigned as an executive Director and as a member of the Strategy Committee on March 2, 2026. Mr. GAO Song also resigned as the

chief executive officer of the Company with effect from March 20, 2026.

= Mr. WANG Legang was appointed as an executive Director and as a member of the Strategy Committee on February 13, 2026. He has been appointed

as the chief operating officer and the general manager of the Group since August 15, 2025. Mr. WANG Legang has also been appointed as the interim

chief executive officer of the Company with effect from March 20, 2026.

o Ms. FENG Janine Junyuan resigned as a non-executive Director and as a member of the Strategy Committee on February 24, 2026.

ok Mr. LI Bo was appointed as a non-executive Director and as a member of the Strategy Committee on February 24, 2026.
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ADICON HOLDINGS LIMITED

FIVE-YEAR FINANCIAL REVIEW

CONDENSED CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND

COMPREHENSIVE INCOME

e

For the

year ended December 31,

m 2024 2023 2022 2021
(RMB in thousands)
Revenue 2,638,450 2,914,113 3,297,828 4,860,613 3,379,515
Gross profit 952,483 1,098,649 1,434,107 1,896,165 1,442,389
Profit before tax 51,784 91,960 349,372 820,812 417243
Profit for the year 22,745 62,563 262,322 684,884 322,295
Profit attributable to owners
of the parent 18,443 47,014 234,885 680,793 315,540
CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION
‘l As of December 31,
m 2024 2023 2022 2021
(RMB in thousands)
ASSETS
Non-current assets 1,792,130 1,634,339 1,250,150 959,261 571,734
Current assets 3,011,455 3,050,678 3,303,388 3,894,972 2,538,104
Total Assets 4,803,585 4,685,017 4,553,538 4,854,233 3,109,838
LIABILITIES
Non-current liabilities 857,352 985,203 967,930 1,823,465 869,217
Current liabilities 2,096,969 1,925,138 1,757,018 2,418,432 1,387,774
Total Liabilities 2,954,321 2,910,341 2,724,948 4,241,897 2,256,991
EQUITY
Total Equity 1,849,264 1,774,676 1,828,590 612,336 852,847
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KEY FINANCIAL HIGHLIGHTS

For the year ended
December 31,

Revenue
Gross Profit
Profit for the year

Attributable to:
Owners of the parent
Non-controlling interests

Earnings per Share
Basic
Diluted

2025 2024
(RMB’000) (RMB'000)
2,638,450 2,914,113

952,483 1,098,649
22,745 62,563
18,443 47,014

4,302 15,549

0.03 0.07

0.03 0.07
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MANAGEMENT DISCUSSION AND ANALYSIS

BUSINESS OVERVIEW

2025 remained a year of adjustment for the ICL industry, but encouragingly, we saw the Company's downward trend

narrow quarter by quarter, and its operational resilience continued to strengthen. As we are turning into 2026, we are

seeing continued improvements and are optimistic that we will see our industry recover back to growth. This turning point

was hard-won, marking the beginning of an industry recovery. The Company will continue to maintain its good momentum

and lay a solid foundation for a full recovery.

Throughout 2025, the Company made significant progress in the following areas:

In 2025, the Company's total revenue reached RMB 2.64 billion, a year-on-year decrease of 9.5%. Despite the
challenges posed by the industry environment, the Company’s overall operations demonstrated strong resilience,
with several core businesses achieving remarkable progress.

Looking at specific segments:

Revenue from co-construction business increased by 19.8% year-on-year, with 69 new projects signed. During
the reporting period, the Company deepened its cooperation with several key medical institutions and regional
platforms, promoting the co-construction of testing centers, technological upgrades, and model innovation. In
September 2025, the Clinical Laboratory Center of Capital Medical University officially commenced operations,
creating a collaborative innovation platform integrating “testing, diagnosis, research, education, and
production” to promote the downward flow of high-quality medical resources. Simultaneously, the Company
successively established strategic partnerships with several medical institutions, including the Lin'an District
Regional Medical Laboratory Center, Shijiazhuang Great Wall Hospital, and Inner Mongolia No.19 International
Hospital. Through joint laboratory construction, deployment of automated testing lines, and output of
standardized management systems, the Company innovated replicable models such as "hospital + third-party
testing” and "hospital + third-party testing + equipment company,” continuously improving testing quality and
service efficiency, and consolidating its leading position in the industry.

CRO business revenue increased by approximately 31.5% year-on-year, becoming the core engine for the
Company's counter-trend growth. In November 2025, the Company announced it had entered into definitive
agreement to acquire 100% of Crown Bioscience International (“CrownBio”), marking an important milestone
in the Company’s development. CrownBio is a leading CRO company in the global preclinical oncology research
field, possessing the world's largest commercial patient-derived xenograft (PDX) model library, and its core
technologies such as tumor model development are at the forefront globally. It has established 7 laboratories
in 4 countries around the world, with more than 1,000 professional talents and annual revenue exceeding
RMB 1 billion. It serves top global pharmaceutical companies such as Pfizer, Roche, Eli Lilly, and AstraZeneca,
and its customer resources are highly complementary to the Company’s. The core strategic value of this
acquisition lies in the synergy of the entire industry chain: CrownBio is deeply involved in preclinical CRO,
while our CRO service offering focuses on the clinical trial stage. The collaboration between the two parties
can build an integrated service capability from preclinical to clinical trials, create a differentiated competitive
barrier, and promote the Company to officially enter a new development stage driven by ICL and CRO.



MANAGEMENT DISCUSSION AND ANALYSIS

- Our esoteric testing revenues decreased by 2.8% year-on-year. Encouragingly, the Company’s esoteric testing
business is recovering well, with revenue showing with reversion back to double digit year over year growth in
the ending months of 2025, resulting in 4.2% year over year growth in the second half of 2025 for our esoteric
testing revenues. Regarding core product lines, after the consolidation of Yuande Yougin in the second quarter,
it formed a good synergy with the Company’s hematology testing, driving a 37.4% year-on-year increase in the
Company's hematology testing revenue (excluding Yuande Yougin contribution our hemtology grew at 4.7%).
Driven by the continued release of synergistic effects and business recovery, the Company is confident in the
development of its hematology testing this year. Regarding Guardant Health, Inc. (Nasdag: GH) (“Guardant
Health"), benefiting from the growth in global demand for innovative drug R&D, testing revenues increased
by 49.7% year-on-year in 2025. In February 2026, our Shanghai laboratory renewed our College of American
Pathologists ("CAP") laboratory accreditation program, which included expanded coverage for Guardant360°
as part of our core testing projects in the CAP Activity Menu for cfDNA proficiency testing. We continue to
pursue bringing additional Guardant Health assays to China to better serve our biopharma clients.

- Our health check-up testing revenues decreased by 10.4% year-on-year. The health check-up segment
faced challenges in the previous year, and we expect continuing headwinds into this year. This segment has
experienced both volume and ASP challenges due to the prevailing industry environment in the health check-
up sector. Though our framework agreement with Meinian recently expired at the end of 2025 and was not
renewed, we remain committed to advancing the health check business. Our focus remains on aligning the
customer base in pursuit of long-term partnerships, growth, and profitability.

In terms of bidding, the Company continued to improve the systematic construction of its bidding team, achieving
a total winning bid amount of RMB 670 million, a market opportunity coverage rate of 67%, and key customer
retention rate of 91%. Meanwhile, the number of successful bids from public tertiary hospitals increased by 32%
year-on-year and that from public secondary hospitals grew by 21% year-on-year. Looking ahead, the Company will
further deepen its refined bidding management, continuously enhance its market competitiveness, and seize high-
quality business opportunities.

Regarding the construction of digital laboratories, the new generation Laboratory Information Management
System (LIMS) has been launched in all laboratories nationwide, realizing full-process digital management of
clinical laboratories; the Pathology Information Management System (PIMS) has covered 10 laboratories, realizing
a systematic approach to pathology and quality control; the first phase of the new generation NGS management
system was successfully launched, marking a significant breakthrough in the Company’'s standardization of
specialized testing services.

Regarding Al applications, in 2025, the Company continued to promote intelligent testing upgrades, implementing
multiple Al applications around core scenarios such as pathological diagnosis, clinical assistance, and laboratory
efficiency.

- Al-assisted pathology slide reading technology has been successfully applied in fields such as cervical cancer
and reproductive genetics. Al-assisted ThinPrep cytologic test (TCT) coverage exceeded 60%. Overall slide
reading speed was 6-7 times faster than purely manual methods, with a cumulative Al-assisted slide reading
volume exceeding 13 million slides, significantly improving diagnostic efficiency, stability, and throughput.

- The Group's Al-powered intelligent agent, "Ai Xiao Yi (3/]°28)" has been successfully launched, marking the
large-scale deployment of Al technology in the Company’s online business. The product focuses on major
diseases and cervical and breast cancer screening scenarios, providing patients with easy-to-understand
interpretations of test reports and offering clinicians precise and efficient auxiliary diagnostic support. As of
the end of the reporting period, it has served over 4 million users and 150,000 doctors, becoming a frequently
used intelligent efficiency tool in medical institutions, effectively enhancing customer stickiness and service
value.

11
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MANAGEMENT DISCUSSION AND ANALYSIS

- Since its launch in September 2025, the Al-powered intelligent review system for pathology reports has
reviewed over 200,000 reports, identifying over 20,000 abnormal reports, significantly improving review
efficiency and quality.

- The flow cytometry Al analysis platform can build an intelligent flow cytometry analysis system based on Al
algorithms, achieving automatic gating, intelligent adjustment, and automated result processing of lymphocyte
subsets, significantly reducing reliance on manual operation and significantly improving laboratory testing
efficiency and result accuracy.

Regarding the layout of the smart testing ecosystem, the Company is actively promoting the integrated construction
of Al+ regional testing centers, building a regionalized and intensive smart testing ecosystem. Currently,
district-level testing centers in Nanyang and Tiangiao have been established through a co-construction model,
achieving deep integration of Al technology and regional medical resources, and comprehensively improving the
standardization and intelligent service level of testing. Furthermore, the Group is actively engaging with leading
internet groups that have plans to establish a presence in the Al healthcare ecosystemsto explore the possibility of
business cooperation.

Regarding data assets, leveraging twenty years of experience in precision medicine testing, the Company is
gradually completing data collection, governance, desensitization, and cleaning, building a private data warehouse,
and establishing a data security classification system. By continuously improving data mining and modeling
capabilities, the Company is creating multi-dimensional data products to empower internal business decisions and
external value-added services, actively exploring new paths for data asset commercialization and cooperation.

In terms of testing services, the Company continued to expand its high-precision testing capabilities, adding nearly
300 new items in 2025. These included NGS series testing for companion diagnostics of solid tumors, Ai Jian Wei
(3 Z81)'s targeted detection of pathogenic microorganisms causing central nervous system/reproductive tract
infections (t-NGS), a series of testing for neurological immune diseases, Alzheimer's disease blood biomarker testing
(single-molecule immunoassay), high-sensitivity Minimal Residual Disease (MRD) monitoring of hematological
malignancies (digital polymerase chain reaction (PCR)), hematological malignancies immune repertoire testing, and
second-generation flow cytometry for plasma cell tumors.

Regarding logistics, in 2025, 23 subsidiaries successfully passed the certification for compliance with the “Operating
Code for Cold-Chain Logistics of Medical Testing Biological Specimens ( (B2 &5 A Wix A /S B YR IBEIER
#3) ).” The Company actively participated in industry standard development, leading the drafting of the group
standard “Medical Cold Chain Samples for Drone Delivery Services ( B AMEHED 12X PR75 50 E 28 222 88 A) ),” and
participating in the drafting of several industry standards, including the national standard “Medical Device Logistics
Traceability ( (BEEZEMWREN) )" and the "Hospital In-Hospital Logistics Center Warehouse Planning and
Configuration Requirements ( (BTt AR DERBERE E5K) )" continuously promoting the standardized
development of the industry.

In terms of cost control, the Company reduced reagent procurement costs by approximately 14% year-on-year in
2025 through measures such as supplier negotiation, substitution of similar products, and localization of imported
reagents. The payment cycle was extended by 6 days compared to 2024, significantly improving capital turnover
efficiency. As of the end of the reporting period, the Company's reagent localization rate continued to increase.



MANAGEMENT DISCUSSION AND ANALYSIS

° In terms of scientific research and innovation, the Company continues to focus on the research and development
and translational application of cutting-edge medical testing technologies. In 2025, the Company actively promoted
several key research projects: a collaboration with Beijing Hospital of Traditional Chinese Medicine affiliated with
Capital Medical University on the "Emergency Community-Acquired Pneumonia Pathogen Diagnosis and Emerging
Infectious Disease Monitoring” project; and a collaboration with the Department of Obstetrics of Hangzhou First
People's Hospital to launch a provincial multi-center study on “Screening and Treatment of Single-Gene Genetic
Diseases in Preconception and Early Pregnancy.” Simultaneously, the Company added two new projects to the
Ministry of Education’s Industry-Academia Collaborative Education Platform and established academic cooperation
relationships with Zhejiang University and Nanchang Medical College, continuously enhancing its capacity for

collaborative innovation across industry, academia, and research.

. In terms of quality management, as of the end of the reporting period, 25 out of the Group's 34 laboratories had
obtained 1S015189 certification, maintaining its leading position in the industry in terms of the average number
of certification items; 17 laboratories had passed ISO9001 quality management system, ISO14001 environmental
management system, and ISO45001 occupational health and safety management system certifications (“three-
system certification”); in addition, 1 laboratory obtained the China Metrology Accreditation (CMA) qualification, and
2 laboratories obtained CAP accreditation. In the future, the Company will continue to promote the improvement of
laboratory quality standards and system optimization, further consolidate its leading position in the industry, and
enhance the service value to customers and partners.

INDUSTRY OVERVIEW

With the continuous advancement of the construction of closely integrated county-level medical consortia and the
accelerated integration of county-level medical resources, during the 15th Five-Year Plan period, the PRC government
will continue supporting the sharing of resources including medical imaging, electrocardiography diagnosis, and clinical
laboratory testing at the county and district levels. The service demands of county-level medical institutions are gradually
shifting from previous single-item collaborations to a regional overall service model. The services include outsourcing of
laboratory and pathology reports, construction of information platforms, supply of reagents and equipment, logistics and
distribution, and laboratory operation.

In this process, third-party medical testing institutions can leverage centralized laboratory platforms, standardized quality
management systems, and mature logistics and information systems to provide stable and efficient testing services to
primary healthcare institutions, helping to improve the testing capabilities and service efficiency of county-level medical
institutions. As the demand for county-level medical services continues to grow, various entities, including Integrated
Clinical Laboratory companies, In Vitro Diagnostics (IVD) manufacturers, and distribution companies, are participating
therein, and the division of labor within the industry is gradually evolving. Overall, leading Integrated Clinical Laboratory
companies with advantages in scale, technology, and service networks are expected to gain more market opportunities in

the industry’s development.

13
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MANAGEMENT DISCUSSION AND ANALYSIS

FINANCIAL REVIEW

Revenue

Our revenue for the year ended December 31, 2025 amounted to RMB2,638.5 million, representing a decrease of
approximately 9.5% as compared with RMB2,914.1 million for the year ended December 31, 2024. This decrease was
primarily due to downward pricing pressure driven by healthcare insurance payment constraints and industry headwinds,
coupled with insufficient growth in sales volume that failed to effectively offset the impact of the pricing decline.

However, as discussed in our business review section, we saw robust growth in our co-construction and CRO segments,
and took major steps forward in new client acquisitions. This cushioned us from the broader industry pressure driven by
healthcare insurance payment that caused a more pronounced impact across the ICL industry.

Cost of Sales

Our cost of sales for the year ended December 31, 2025 amounted to RMB1,686.0 million, representing a decrease of
approximately 7.1% as compared with RMB1,815.5 million for the year ended December 31, 2024. This decrease was
primarily due to our active efforts to reduce our reagent procurement costs as described below, as well as our continuous

improvements in operational efficiency.

Gross Profit and Gross Profit Margin

Based on the factors described above, the gross profit of our Group was RMB952.5 million for the year ended December
31, 2025, representing a decrease of approximately 13.3% as compared with RMB1,098.6 million for the year ended
December 31, 2024.

Gross profit margin is calculated as gross profit divided by revenue. The gross profit margin of our Group was 36.1% in
2025, compared with 37.7% in 2024. The decrease in gross profit margin was primarily due to the decline in our revenue,
which resulted in weaker operational leverage, and was only partially mitigated through our cost reduction efforts.

Leveraging our nationwide laboratory network and strong purchasing power, we continued to collaborate with our supplier
relationships to achieve better pricing and terms to achieve further costs savings for our reagents and consumables. In
general, our experienced procurement team in headquarters negotiates with and coordinates suppliers and vendors to
aggregate purchase volume and thereby secure better terms for our subsidiaries. All of our suppliers and vendors are
periodically tendered to ensure that we are able to take advantage of our operating scale effectively and ensure optimal
and cost-effective high-quality reagents and consumables for delivering our testing services. Moreover, our continued
improvements in operating scale and business growth enabled us to gain stronger bargaining power with our suppliers,
which have enabled us to mitigate the effects of reduced operating leverage.

To ensure that local suppliers can provide a comparable level of quality and consistency, we continually validate local
suppliers’ offerings, and only cooperate with those that meet our standards. For suppliers that meet our requirements,
we will make an effort to transit our exacting testing volume to lower cost local suppliers for these reagents. We are in
a continuous process of assessing and validating new local supplier alternatives on a test-by-test or testing group-by-
testing group basis and have been able to secure the benefits of lower costs while maintaining the same strict quality

standards as imported equipment and reagents.



MANAGEMENT DISCUSSION AND ANALYSIS

Other Income and Gains

Our other income and gains for the year ended December 31, 2025 amounted to RMB32.3 million, representing a decrease
of approximately 34.4% as compared with RMB49.3 million for the year ended December 31, 2024. This decrease was
primarily due to reduced income from bank interest income and to a lesser extent a reduction in government grant

income.

Selling and Marketing Expenses

Our selling and marketing expenses for the year ended December 31, 2025 amounted to RMB452.9 million, representing a
decrease of approximately 2.8% as compared with RMB465.7 million for the year ended December 31, 2024. This decrease
was primarily due to the decrease in staff costs and travel expenses as we implemented enhanced cost control measures
in 2025, offset by higher marketing costs due to higher contribution of our esoteric testing business last year.

Administrative Expenses

Our administrative expenses for the year ended December 31, 2025 amounted to RMB248.5 million, representing a
decrease of approximately 1.9% as compared with RMB253.3 million for the year ended December 31, 2024. This decrease
was primarily due to reduction in staff headcount and wages offset by severance and ESOP related expenses.

R&D Expenses

Our R&D expenses for the year ended December 31, 2025 amounted to RMB103.7 million, representing a decrease of
approximately 13.6% as compared with RMB120.0 million for the year ended December 31, 2024. This decrease was
primarily due to reduced laboratory expenses and reagent consumables and reduction in staffing headcount due to a
reduction in development projects in 2025.

Other Expenses

Our other expenses for the year ended December 31, 2025 amounted to RMB79.3 million, representing a decrease
of approximately 51.8% as compared with RMB164.6 million for the year ended December 31, 2024. This decrease
was primarily because of the reduction in the amount of allowance for expected credit losses associated with the
receivables losses, net of reversal. These impairment losses consist of customer receivables impairment resulting from
reimbursement related budget pressures experienced by our customer base. In addition, we recorded RMB19.5 million
net losses from foreign exchange (as compared with RMB7.6 million net gains for the year ended December 31, 2024)
and RMB4.4 million losses on disposal of property, plant and equipment and other intangible assets (as compared with
RMB10.2 million for the year ended December 31, 2024) due to cost reduction and laboratory network optimization efforts.

Finance Costs

Our finance costs for the year ended December 31, 2025 amounted to RMB48.5 million, representing a decrease of
approximately 7.4% as compared with RMB52.4 million for the year ended December 31, 2024. This decrease was
primarily due to our reduced cost of bank loans.

Income Tax Expenses

Our income tax expenses for the year ended December 31, 2025 amounted to RMB29.0 million, representing a decrease
of approximately 1.2% as compared with RMB29.4 million for the year ended December 31, 2024. This decrease was
generally in line with the decrease in our profit before tax, as adjusted by non-taxable fair value gains and losses and
share-based payment expenses in 2025.
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MANAGEMENT DISCUSSION AND ANALYSIS

Profit for the Year

As a result of the foregoing, our profit for the year decreased by approximately 63.6% from RMB62.6 million for the year
ended December 31, 2024 to RMB22.7 million for the year ended December 31, 2025.

Current Assets/Liabilities

Our total current assets decreased to RMB3,011.5 million as of December 31, 2025 from RMB3,050.7 million as of
December 31, 2024, and our total current liabilities increased to RMB2,097.0 million as of December 31, 2025 from
RMB1,925.1 million as of December 31, 2024.

Inventories

Our inventories as of December 31, 2025 amounted to RMB129.3 million, representing an increase of approximately 1.8%
as compared with RMB126.9 million as of December 31, 2024. This increase was primarily due to normal variations in
purchases in reagents and consumables. Our inventory turnover days decreased from 31 days in 2024 to 28 days in 2025,
primarily due to our continuous efforts on better inventory management.

Trade and Bills Receivables

Our trade and bills receivables as of December 31, 2025 amounted to RMB1,298.9 million, representing a decrease of
approximately 5.7% as compared with RMB1,377.4 million as of December 31, 2024. This decrease was primarily due to
the Company's diligent cash collection efforts and conservative expected credit losses reserves taken in 2025. Our gross
trade and bills receivables turnover days increased from 220 days in 2024 to 239 days in 2025 due to decline in revenues
outpacing the decline in gross receivables, and our receivables turnover days from our base business (excluding large
screening Covid receivables) increased from 172 days in 2024 to 200 days in 2025 for the same reason.

Prepayments, Deposits and Other Receivables

Our prepayments, deposits and other receivables as of December 31, 2025 amounted to RMB250.2 million, representing
a decrease of approximately 0.3% as compared with RMB251.1 million as of December 31, 2024. This decrease was
primarily due to (i) a RMB2.8 million decrease in advance lease payments for short-term leases; (ii) a RMB1.8 million
decrease in subscription receivable for exercising share awards; and (iii) offset by a RMB1.4 million increase in
prepayments for reagents and consumables.

Trade and Bills Payables

Our trade and bills payables as of December 31, 2025 amounted to RMB697.0 million, representing a decrease of
approximately 3.4% as compared with RMB721.8 million as of December 31, 2024. This decrease was primarily due to
reduction in purchases from suppliers as a result of decline in revenues in 2025. Our trade and bills payables turnover
days increased from 148 days in 2024 to 154 days in 2025, primarily attributable to the negotiation of better payment
terms with our suppliers.

Financial Assets at FVTPL

Our financial assets at FVTPL amounted to RMB84.3 million as of December 31, 2025, as compared with nil as of
December 31, 2024. This change was due to the purchase of financial assets in relation to the acquisition of AstraBio Ltd,
a developer of hematology and flow cytometry diagnostic reagents.



MANAGEMENT DISCUSSION AND ANALYSIS

Other Payables and Accruals

Our other payables and accruals as of December 31, 2025 amounted to RMB525.8 million, representing a decrease of
approximately 14.3% as compared with RMB613.4 million as of December 31, 2024. This decrease was primarily due to
a decrease of RMB43.4 million in payroll payables mainly resulting from a reduction in reserves taken in the Company’s
year-end bonus payroll compared to the prior year.

Contract Liabilities

Our contract liabilities as of December 31, 2025 amounted to RMB23.4 million, representing a decrease of approximately
21.8% as compared with RMB29.9 million as of December 31, 2024. This decrease was primarily due to the decrease in
advance payments from customers for the delivery of equipment in 2025.

Pledged Deposits

Our pledged deposits as of December 31, 2025 amounted to RMB932.2 million, representing a decrease of approximately
2.5% as compared with RMB956.0 million as of December 31, 2024. This decrease was primarily due to release of pledged
deposits as a result of paydown of offshore loans with onshore cash deposits.

During the year ended December 31, 2025, our Group funded cash requirements principally from cash generated from
operating activities. As of December 31, 2025, we had cash and cash equivalents of RMB1,103.2 million, representing
an increase of approximately 5.7% as compared with RMB1,043.8 million as of December 31, 2024. This increase was
primarily due to increase in our working capital management and decreased capital expenditure spending, improving our
cash flow generation in 2025.

Our current cash and cash equivalents, together with anticipated operating cash inflows, are expected to be sufficient to
meet our working capital requirements, daily operational needs, and financial commitments. As of the date of this report,
we do not have any definitive plans for material fundraising activities. However, we will continue to monitor market
conditions and may pursue equity or debt financing opportunities should the need arise to support future growth initiatives
or enhance liquidity.

During the year ended December 31, 2025, we incurred borrowings to finance our bolt-on acquisitions, capital expenditure
and working capital requirements, which were mainly denominated in RMB. All of the interest-bearing bank borrowings
during the year ended December 31, 2025 were loans with effective annual interest rates ranging from 1.90% to 4.65% as
of December 31, 2025. Our net cash position (equals cash and cash equivalents plus pledged deposits and net of interest-
bearing bank borrowing) decreased by 18.3% from RMB693.9 million as of December 31, 2024 to RMB566.7 million as of
December 31, 2025.

As of December 31, 2025, we were not involved in any material legal, arbitration or administrative proceedings that, if
adversely determined, would be expected to materially and adversely affect our financial position or results of operations.
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ADICON HOLDINGS LIMITED

MANAGEMENT DISCUSSION AND ANALYSIS

Capital Expenditures
Capital expenditures primarily consisted of expenditures on (i) property and equipment, and (ii) other intangible assets,

which primarily include patents, software and customer relationships.

Our capital expenditures for the year ended December 31, 2025 amounted to RMB108.2 million, representing a decrease
of approximately 7.9% as compared with RMB117.6 million for the year ended December 31, 2024. This decrease was
primarily due to the decrease in our purchases of property and equipment and other intangible assets as a result
rationalization of our capital expenditure spending in a challenging industry environment, offset by our continued
expansion of our co-construction business in 2025.

Capital Commitments

Capital commitments primarily constituted our purchases of property and equipment for the construction, expansion and
enhancement of our facilities.

Our capital commitments as of December 31, 2025 amounted to RMB10.2 million, representing an increase of
approximately 9.2% as compared with RMB9.3 million as of December 31, 2024. This increase was primarily due to
expansion and enhancement of selected facilities.

Financial Ratios

The following table sets forth certain of the key financial ratios as of the dates indicated:

‘l As of December 31,

2024
Liquidity ratios

Current ratio™ 1.44 1.58
Quick ratio®? 1.37 1.52

Capital adequacy ratios
Gearing ratio® 0.79 0.74

Notes:
(1) Current assets divided by current liabilities as of the end of the years.
(2) Current assets less inventories divided by current liabilities as of the end of the years.

(3) Total borrowings divided by total equity as of the end of the years.
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MANAGEMENT DISCUSSION AND ANALYSIS

Charges on Assets

As of December 31, 2025, the Group had no charges on assets.

Future Plans for Material Investments

As of the date of this report, the Group does not have any concrete committed plans for material investments and capital
assets not previously disclosed in 2026.

Foreign Exchange Risk and Hedging

We primarily operate in the PRC with most of our transactions denominated and settled in RMB. However, certain of our
time deposits, bank balances and cash and other financial assets are denominated in foreign currencies and exposed to
foreign currency risks. We currently do not have a foreign currency hedging policy. However, we manage foreign exchange
risks by closely monitoring our foreign exchange exposure and will consider hedging against significant foreign exchange
risks should the need arise.

Material Acquisitions, Significant Investments and Disposals

During the year ended December 31, 2025, save as disclosed respectively in the announcements of the Company dated
May 6, 2025 and November 13, 2025, we did not make any other material acquisitions, significant investments or disposals
of subsidiaries, associates and joint ventures.

As of December 31, 2025, we did not hold any significant investments (including any investment in an investee company)
with a value of 5% or more of the Group's total assets.

Employees and Remuneration

As of December 31, 2025, we had a total of 5,071 employees (as of December 31, 2024: 5,445 employees). For the year
ended December 31, 2025, we incurred total remuneration costs of RMB874.2 million (for the year ended December 31,
2024: RMB887.2 million). The remuneration packages of our employees include salaries, benefits, social insurance and
share-based compensation, the amount of which is generally determined by their qualifications, industry experience,
position and performance. We contribute to social insurance and housing provident funds as required by the PRC laws and
regulations.

To maintain the quality, knowledge and skill levels of the workforce, our Group provides regular and specialized trainings
tailored to the needs of employees in different departments, including regular training sessions conducted by senior
employees or third-party consultants covering various aspects of our business operations.

‘.e'ﬁa,
o
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PROFILES OF DIRECTORS AND SENIOR MANAGEMENT

The biographical details of the Directors and senior management of the Company as of the date of this annual report are
set out as follows:

EXECUTIVE DIRECTOR

Mr. WANG Legang (E%Rl), aged 45, was appointed as an executive Director on February 13, 2026. Mr. WANG was
appointed as the interim chief executive officer of our Company with effect from March 20, 2026. Prior to his appointment
to the Board, he has served as the chief operating officer and the general manager of our Group since August 15, 2025
and he will continue to act as the chief operating officer and the general manager of our Group.

Mr. WANG has extensive experience in healthcare business management and digital transformation. Prior to joining our
Group, Mr. Wang served as the deputy general manager of Jointown Pharmaceutical Group (UM B EE ZE £ E LD B IR A 7))
and the general manager of Jiuyi Clinic (Hubei) Co., Ltd. (JLE&Z FT(#1E) B R A F) from April 2025 to August 2025. He also
served as the senior vice president of Cowell Health (/=B #EEE-$A A1t ) EHE B PR A F]) and led the interactive medicine
and innovative drug division of the group as a general manager from February 2021 to September 2024. Prior to that,
Mr. WANG served as a vice president of Medlinker (A& EZERHEHRAF]) from March 2018 to February 2021, mainly
in charge of the group’s business management and digital pharmaceutical sales networks development. He served as a
regional director responsible for pharmaceutical sales of Merck (China) Investment Co., Ltd. (A B (FRFE)IEE AR A F)
from July 2014 to March 2018. He served as a regional manager and marketing manager at Pfizer (China) Investment Co.,
Ltd. (3BEs (P E)RE B R A F]) from March 2009 to July 2014. Early in his career, Mr. WANG served as a pharmaceutical
engineer at Qingdao Huanghai Pharmaceutical Co., Ltd. (55 & /82 B A R /A F) from July 2004 to March 2009.

Mr. WANG received his bachelor’s degree in clinical pharmacy from Harbin Medical University (158 251 KE2) in China
in June 2004, and finished EMBA courses from Ocean University of China (fF BI/& ¥ KX £2) in November 2014,

NON-EXECUTIVE DIRECTORS

Ms. YANG Ling (#%3%), aged 46, is the chairwoman of the Board and one of our non-executive Directors. Ms. YANG led the
investment by Pearl Group Limited in our Company in October 2018, and became the chairwoman of our Company at that
time. She is a managing director of Carlyle’'s Asia Buyout Fund and has co-headed Carlyle Asia Healthcare since November
2021. She joined Carlyle Asia as a vice president in May 2011.

Ms. YANG has served as (i) a non-executive director of HUTCHMED (China) Limited (F15 % Z4(sF B) AR 72 &) (HKEX: 0013)
since July 2023; (i) a non-executive director of Shenzhen Salubris Pharmaceuticals Co., Ltd. CRYIME 7 EEZER (D AR A
7)) (SZSE: 002294) from October 2020 to December 2023; (iii) a non-executive director of Ambio Pharmaceuticals since
October 2020; and (iv) a non-executive director of Vantive Limited since August 2025. Ms. YANG also worked (i) at KKR Asia
Limited from July 2008 to February 2011, where her last position was a principal primarily responsible for carrying out
investments made by KKR Asia Limited; (ii) as an associate in Carlyle's U.S. leveraged buyout healthcare group from May
2005 to August 2006; and (iii) as an analyst in the investment banking division of The Goldman Sachs Group, Inc. from July
2002 to July 2004.

Ms. YANG graduated summa cum laude and as a member of the Phi Beta Kappa with bachelor's degrees in economics
and computer science from Smith College in the United States in May 2002, and she received her master’'s of business
administration from Harvard Business School in the United States in June 2008.

Mr. LIN Jixun (¥k#£3R), aged 61, is one of our non-executive Directors and is one of our founders. Mr. LIN was an executive
director of our Company between February 2014 and October 2018, and has been a passive financial investor of our Group
and a non-executive Director since October 2018.
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From November 2007 to December 2010, he served as an independent director of Mindray Medical International Limited
(BInE R AR AR (NYSE: MR, from September 2006 to March 20164; and then SZSE: 300760, since October 2018).
Prior to founding our Group, Mr. LIN founded ACON Laboratories Inc. ("ACON Laboratories”) in 1995 and currently serves
as its director. ACON Laboratories is the U.S.-incorporated affiliate of ACON Biotech (Hangzhou) Company Limited (3 54
WA (N) B R 2 7)) ("ACON Biotech’).

Mr. LIN received his bachelor’s degree in medicine from Zhejiang University School of Medicine (31T XE2EEE2FR) (formerly
known as Zhejiang Medical University (41T E#KE2)) in China in July 1987, and his doctoral degree in philosophy from
Medical University of South Carolina in the United States in December 1995.

Mr. LI Bo (Zif), aged 50, was appointed as a non-executive Director on February 24, 2026. Mr. LI has significant
operational experience in the healthcare and consumer sectors. Since March 2025, Mr. LI has served as a managing
director of Carlyle Asia at The Carlyle Group Inc., a company listed on Nasdaq Global Select Market (ticker symbol: CG) and
the controlling shareholder (having the meaning ascribed to it in the Listing Rules) of the Company.

Prior to joining Carlyle, Mr. LI served as an operating partner at Hillhouse Capital from November 2019 to December 2024
and as the chief executive officer of Cowell Health Group from November 2019 to July 2024. He was the chief marketing
officer at Yum China Holdings, Inc., a company listed on the New York Stock Exchange (ticker symbol: YUMC) and the Stock
Exchange (HKEX: 9987) from February 2011 to November 2019, where he led the overall marketing, sales, research and
development, brand building and digital transformation efforts for KFC, Pizza Hut and the Coffee business unit. Mr. LI also
held senior marketing and business executive roles at Johnson & Johnson China and Johnson & Johnson Global (New
Jersey) from October 2004 to February 2011. He served as a brand manager at Procter & Gamble China from July 1998 to
October 2004.

Mr. LI graduated from Peking University (At 52 A22) in China in 1998 with a double bachelor’'s degree in chemistry science
and economics.

Mr. ZHOU Mintao (B8i5), aged 564, is one of our non-executive Directors effective from May 2024. Prior to joining the
Company, Mr. ZHOU had already developed significant expertise and leadership and a distinguished reputation in the fields
of healthcare and business management. Starting as a young technician in Shanghai in the 1990s, he began his career by
supervising pharmaceutical manufacturing processes. Since then, his professional life has spanned a variety of industries,
ranging from fast-moving consumer goods and consumer devices to medical devices and biotechnology. For almost three
decades at Johnson & Johnson, Mr. ZHOU led teams in its subsidiaries including Beijing Dabao Cosmetics Company (1t
RE{LASEEBRZAR]) and Ethicon Inc., navigating various challenges and transitions whilst generating and maintaining

high business growth.

In July 2024, Mr. ZHOU joined Johnson & Johnson, a company listed on the New York Stock Exchange (ticker symbol: JNJ),
as the President of Medtech, China. Mr. ZHOU had served as president in China of Cytiva (a Danaher Corporation company,
which is listed on the New York Stock Exchange (ticker symbol: DHR)), a global provider of life sciences technologies and
services, from 2022 to July 2024. He led the business through Cytiva's separation from GE HealthCare Technologies, Inc.
and afterwards its integration with Pall Corporation. Since June 2024, Mr. ZHOU has been a senior advisor in the Asia
private equity team of Carlyle Investment Consulting (Shanghai) Co., Ltd., a subsidiary of The Carlyle Group.

Mr. ZHOU holds a bachelor’'s degree in biochemistry and a master's degree in business administration from Fudan
University (£ B X&) in China.
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INDEPENDENT NON-EXECUTIVE DIRECTORS

Mr. Ml Brian Zihou ((32FJE), aged 40, is one of our independent non-executive Directors effective from June 2023. Mr.
Ml has served as the president of Asia Pacific for IQVIA (NYSE: 1QV) since April 2020, a company providing full spectrum
of services, including information, technology and contract clinical research, to healthcare industry. He also held various
positions at IQVIA, including the president for Greater China from December 2016 to April 2020, the president for China
and Southeast Asia from April 2015 to December 2016, the general manager for Greater China from July 2011 to April
2015, and a senior principal for management consulting from December 2008 to July 2011.

Mr. Ml received his Ph.D. degree in pharmaceutical chemistry from the Ohio State University in December 1995, and his
MBA degree from University of Chicago Booth School of Business in June 2000.

Mr. YEH Richard (£%7), aged 57, is one of our independent non-executive Directors effective from June 2023. Mr. YEH was
previously a director and the chief operating officer at I-MAB, a clinical stage biopharmaceutical company traded on the
NASDAQ (NASDAQ: IMAB), since April 2022. Before joining IMAB, he took leadership positions in certain biopharmaceutical
companies, including serving as (i) a director of Medlive Technology Co., Ltd. (BEiRBREL AR A F]) (HKEX: 2192) since
June 2021; (i) a director of Tasly Pharmaceutical Group Co,. Ltd (Kt H1EEEL£BARD AR A7) (SHA: 600535) since
March 2024 (iii) a director of Immvira Bioscience, Inc. (JiFA & %2) since June 2025; (iv) a director of Abbisko Cayman
Limited (2RSS ABRETLAF]) ("Abbisko”) (HKEX: 2256) from January 2021 until his resignation in April 2022, (v) as
chief financial officer and the head of strategic operations at Abbisko from November 2020 to April 2022, and (vi) the chief
financial officer of CStone Pharmaceuticals, a company listed on the Stock Exchange (HKEX: 2616), from July 2018 to
April 2020. Prior to joining CStone Pharmaceuticals, Mr. YEH was a managing director and the business unit leader of Asia
Pacific healthcare equity research at Goldman Sachs (Asia) L.L.C. in Hong Kong from July 2015 to July 2018. Before that,
Mr. YEH worked at Citigroup Capital Markets Asia Limited from July 2009 to June 2015 where he last served as the head
of China healthcare research team. In October 1995, he joined Amgen Inc., a leading global biotechnology company traded
on the NASDAQ (NASDAQ: AMGN), as a research associate conducting drug discovery research.

Mr. YEH received his master’s of business administration from Cornell University in the United States in May 2002 and
a Master of Science in medical biophysics from the University of Toronto and Ontario Cancer Institute in Canada in
November 1995. Mr. YEH received a Bachelor of Science with a major in biochemistry from University of Manitoba in
Canada in May 1993.

Mr. ZHANG Wei (5RJ&), aged 54, is one of our independent non-executive Directors effective from June 2023. Mr. ZHANG
has served as an independent non-executive director at various public companies, including (i) as an independent director
of Biostage, Inc. (NASDAQ: BSTG), a U.S. biotechnology company developing bioengineered organ implants, from May 2018
to June 2021, (ii) an independent director of Dong-E-E-Jiao Co., Ltd. (BRPIFIRBAZD AR A F]) (SZSE: 000423), a company
primarily manufacturing and selling traditional Chinese medicine and healthcare products, from January 2015 to June
2021, (iii) an independent director of Yunan Jianzhijia Health-Chain Co., Ltd. (f& 2 (B s HE BN AR A 7)) (SHA:
605266) from March 2015 to December 2020, (iv) an independent director of Huadong Medicine Co., Ltd. (Z£58 B ZE% {5
BRAT]) (SZSE: 000963) from January 2016 to June 2019, and (v) an independent director of China Merchants Property
Development Co., Ltd. (B Bt E A {5 A R 2 B]) (SZSE: 000024) from December 2011 to December 2015, which was
privatized in December 2015.

Mr. ZHANG served as the senior executive of China Merchants Health Care Holdings Company Limited (¥4 75 fE#&2 5 & 345
f% & BR A 7)) from September 2020 to August 2023, primarily responsible for its strategy and operation.

Since October 2023, Mr. ZHANG has served as a Professor of Practice in Management & Strategy at the Faculty of
Business and Economics of The University of Hong Kong (&7 K E2 4857 [ T & 18 2 05),

Mr. ZHANG received his doctoral degree in clinical medicine from Peking Union Medical College (At X3 FEE R} KE
currently known as 1t R FEEEE7T) in July 1998, and his doctoral degree in medical management and policy from
Harvard University in June 2005.
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SENIOR MANAGEMENT

Mr. PAN Chao (;&i#8), aged 63, has served as our senior vice president since July 2021 and our head of laboratory since
October 2018. He is responsible for the laboratory overall management of our Group. Mr. PAN also held various positions
at Hangzhou Adicon, including as a laboratory deputy general manager from March 2017 to October 2018, a laboratory
director from January 2010 to March 2017, and a laboratory supervisor from October 2007 to January 2010.

Prior to joining our Group, he served as a laboratory director of People’'s Hospital of Jiangsu Gaoyou (T & E51H A K&
B%) ("Gaoyou Hospital’) from November 1991 to July 2004, during which, he served as (i) a deputy director of its outpatient
department from October 1998 to July 2004, and (ii) a technician responsible for its medical laboratory technology from
September 1989 to November 1991. From May 1982 to August 1989, he served as a technician of Hospital of Integrated
Traditional Chinese and Western Medicine of Jiangsu Gaoyou (JT & & B 1 AP P 28 45 A B&Fe).

Mr. PAN received (i) his technical degree in laboratory from Zhenjiang Medical College (3E/T2EHRIER) (currently
known as Jiangsu University (Z&AE)) in March 1982, (i) his college degree in medical laboratory from Jiangsu Staff
Medical University (T &kB T EERIKE) (currently known as Jiangsu Health Vocational College (T #RET A (R ¥
B)) in January 1998 through part-time study, and (iii) his bachelor's degree in medical laboratory science from Jiangsu
University (I A (evening courses) in July 2003. Mr. PAN was appointed as (i) the vice president of the Laboratory
Branch of China Non-government Medical Institutions Association (FFEIIEA Y BB &R 295 2) in December
2023, (ii) a member of the Second Committee of Laboratory Medicine Branch of Zhejiang Medical Doctor Association (77T
LEMpenhEMOEE _EZEE2Z8) by Zhejiang Medical Doctor Association in April 2019, (iii) a member of the
First Committee of Health Examination Branch of Chinese Non-Government Medical Institutions Association (FEIJEA

BEEMEDSRRERS)>SFE—EEEYELE) by Chinese Non-Government Medical Institutions Association in October
2019, and (iv) a member of the Third Committee of Clinical Laboratory Management of Zhejiang Hospital Association (#7/T
LERHZEZRBEREREIEZEZE2ZE 8) by Zhejiang Hospital Association in December 2020. Mr. PAN received (i)
the qualification of Deputy Chief Technician of clinical medical laboratory and clinical basic laboratory technology awarded
by Zhejiang Provincial Department of Human Resources and Social Security in November 2010 and (ii) his Clinical Genetic
Diagnosis Laboratory Certificate (FR/REFE 2 H B 5 7 7%) awarded by Jiangsu Clinical Laboratory Center in March 2004.

Mr. WANG Lawrence Allen (£28), aged 49, has served as our chief financial officer and senior vice president since
September 2020. Mr. WANG is also a joint company secretary of the Company since April 2021. He is responsible for the
financial strategy, financial management and investor relation of our Group.

Mr. WANG worked in various capacities in private equity and investment banking, including as a managing director of
Vivo Capital, LLC from November 2015 to August 2020, a managing director of Primavera Capital Limited from December
2010 to July 2015, an associate director of Macquarie Group Limited (ASX: MQG) from July 2009 to September 2010, an
executive director of Goldman Sachs (Asia) L.L.C., a subsidiary of Goldman Sachs Group, Inc. (NYSE: GS) from March 2004
to May 2009, and an associate of Bank of America Corporation (NYSE: BAC) from August 2003 to March 2004. Mr. Wang
currently serves as independent non-executive director of Allergy Therapeutics plc (AIM: AGY) since January 2026.

Mr. WANG received his bachelor’'s degree in medical science from Boston University in the United States in May 1999, his
doctorate degree in medicine from Boston University School of Medicine in the United States in May 2003, and his MBA
degree from Massachusetts Institute of Technology Sloan School of Management in the United States in June 2003.
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Mr. CHU Jianing (#4£28), aged 45, has served as the vice president and chief strategy and compliance officer of the
Group, responsible for compliance, internal audit, and strategic operations since December 8, 2025. Mr. CHU has been in
charge of our internal audit department since he joined our Group in June 2014, during which he has consecutively served
as our internal audit manager, internal audit deputy director and internal audit director. From July 2020 to July 2021, he
also served as our war room director. From July 2021 to December 2025, he also served concurrently as the internal audit
director and strategic intelligence officer.

Prior to joining our Group, Mr. CHU served as (i) an internal audit manager of Hi-P (Shanghai) Housing Appliance Co., Ltd. (i

(EBZRAEREMBR AR, a subsidiary of Hi-P International Limited (it (BB B PR A B) (SGX: H17) from January
2010 to May 2014, and (ii) a risk management deputy manager of Shanghai Lotus Supermarket Chain Store Co., Ltd. (/&
SECBHBT AR A A)) from December 2002 to December 2009.

Mr. CHU received his bachelor’s degree in finance from Shanghai University (_=/&KX£) in China in July 2002. Mr. CHU was
accredited as a certified internal auditor by China Institute of Internal Audit in November 2009.

Mr. GE Shun (E]I§), aged 51, has served as our vice president of our Group marketing center since February 2023. He is
responsible for the management of marketing, esoteric tests and consumers relationship of our Group. From August 2021
to January 2023, Mr. GE worked as the director of marketing in our Group.

Prior to joining our Group, Mr. GE was (i) a resident doctor in Wuxi People’s Hospital (22851 AR EFR) (formerly known as
Wuxi Fifth Hospital (££8% FF%)) from June 1998 to October 2000; (ii) a pharmaceutical representative, a district manager, a
regional manager, the product manager and the marketing manager in Xi'an Janssen Pharmaceutical Limited (A Z 55722
BBPR/2A]) from November 2000 to December 2011; (iii) the national director of sales in AbbVie Pharmaceutical Trading
(Shanghai) Co., Ltd. (X A% % 228 5 ( -/§)B R A 7)) from January 2012 to October 2013; (iv) the director of marketing in
Menarini China Holding Co., Ltd. (A EE(F BI)I&E BFR /A7) from October 2013 to December 2019; and (v) the general
manager of business unit in Jiangsu Ehwa Pharmaceutical Company Limited (T & B ZERIEEHER N 7)) from January 2020
to August 2021.

Mr. GE received his bachelor's degree in clinical medicine from Jiangsu University (T# AKZ2) (formerly known as
Zhenjiang Medical College ($)T 2 22f%)) in China in June 1998, and his master’'s degree in business administration from
Fudan University ({8 B X&) in China in May 2019.

Ms. HU Yuanyuan ($AJT%), aged 41, has served as vice president since October 2018 and is currently responsible for
overseeing our EHS (environment, health and safety) governance system. Ms. HU has been in charge of overseeing many
of our internal administrative functions, including, among others, our (i) human resources department, (ii) business
administrative department, (iii) engineering project department, and (iv) legal department.

Prior to joining our Group, Ms. HU served as (i) an administrative director of AJON Medical Device (Hangzhou) Co., Ltd. (3
fEEBESEW AN BB 2E]) ("AJON’) from July 2012 to October 2014, (i) a director of the general manager office of AJON
from November 2010 to June 2012, (iii) an assistant to general manager of AJON from November 2008 to November 2010,
(iv) a personal assistant to the general manager of Junglerock Biological Cloning Technology (Hangzhou) Co., Ltd. (E2#fH
AW BE AT (L) B BR A F)) from November 2007 to November 2008 and (v) a translator for Mahindra (China) Tractor
Co., Ltd. (F51E3E (R B)IEH# AR 2 7)) from March 2007 to October 2007.

Ms. HU received her bachelor's degree in international economics and trade from Jiangxi University of Finance and
Economics (T FAEAAERER) in China in July 2006.
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Ms. DU Lingyan (#1¥£3), aged 43, has served as the assistant to the president and general manager of our national co-
construction business division since October 2020. She is responsible for managing Adicon’s co-construction business.

Prior to joining our Group, Ms. DU served as the national marketing director of Hangzhou Ruijun Comparative Medical
Technology Co., Ltd. (fu/NIm$gtt 8 EERHEBR A F]) starting in September 2019, where she was responsible for
nationwide investment promotion and channel development for equipment and consumables. From February 2004 to
August 2011, Ms. DU served as the sales manager and key account department manager of Dian Diagnostics Group Co.,
Ltd. CAZ 2T EE D BR A 7)) (‘'Dian Diagnostics’), a company listed on the Shenzhen Stock Exchange (stock
code: 300244). From September 2011 to July 2017, Ms. DU served as the general manager of Wenzhou Dian Medical
Laboratory Co., Ltd. (&M :BZ 2155 GR A 7)) and concurrently as the regional sales general manager for Zhejiang
Wenzhou-Lishui-Taizhou region of Dian Diagnostics. From August 2017 to September 2018, Ms. DU was senior vice
president assistant of Dian Diagnostics, overseeing the precision center, mass spectrometry center, Zhejiang regional

public affairs department, and key account department.

Ms. DU received her associate degree in clinical laboratory medicine from Shaoxing University (47382 X 2 £3F7) in China in
September 2001, and her bachelor's degree in business administration from Zhejiang University of Technology (#7)T T3
KE)in China in September 2011,

Ms. LI Dan (ZE), aged 47, has served as our national quality director since April 2019. She is responsible for the
laboratory quality control of our Group. Ms. LI also held various positions at Hangzhou Adicon, including as a national
quality deputy director from November 2016 to April 2019, a national quality manager from June 2013 to November 2016,
a laboratory manager from May 2008 to June 2013 and a laboratory supervisor from March 2006 to May 2008.

Prior to joining our Group, she served in technical support for the international sales department of ACON Biotech from
July 2002 to May 2003.

Ms. LI received her bachelor's degree in clinical medicine from Qigihar Medical University (BRZE M5 ERESEFT) in China in

July 2002.

Mr. LUO Zhen (2878), aged 51, has served as our vice president since March 2023. He is responsible for the digital system
construction of our Group.

Prior to joining our Group, Mr. LUO was (i) the vice president of technology in China in Dextrys, Inc. as well as the general
manager of its subsidiary, Shanghai Yipan software Co., Ltd. (E/8{BEEHHR A7) (i) the deputy general manager
of the information center (C-level) in Wanda Group (8225 &)); (iii) the assistant president in Huaxia Xingfu Creative
Investment Co., Ltd (FEE =42 AIZERE G 7)); and (iv) the vice president in Redsun Group (SAF5 52 ).

Mr. LUO received his bachelor's degree in applied physics from the University of Electronic Science and Technology (&
FEHEZAE) in China in June 1996, his master’s degree in computer and computer applications from Chengdu University
of Technology (AX &R T KE2) in China in June 2002, and his doctoral degree in computer and computer application from
Sichuan University (P9)I[’K&2%) in China in June 2011.
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Mr. SUN Guangtao (#&i%) aged 52, has serve as the honorary senior vice president and chief compliance officer of the
Group, leveraging his extensive experience at Adicon and his deep understanding of the company to contribute ideas and
strategies for its long-term development since August 15, 2025. Mr. SUN also holds or held various positions in our Group,
including (i) the senior vice president and chief operating officer, responsible for the operational management of our
Group from April 2022 to August 2025; (i) the northern district general manager from December 2019 to April 2022; (iii)
the general manager in Beijing Adicon from July 2019 to September 2020; (iv) the general manager in Tianjin Adicon since
February 2015; and (v) head of Tianjin district in Beijing Adicon from July 2008 to February 2015.

Prior to joining our Group, Mr. SUN was (i) a project manager in Tianjin Saien Investment Group Co., Ltd. (K}Z2EBIKEE
BIBPR/AR]), as well as the person-in-charge of Tianjin New Class Medical Laboratory Company Limited (22 ¥ [E 58 £2
WERPTERR A F]) from June 2005 to June 2008; (i) a project manager in Tianjin Ark Tianma Investment Group Company
Limited (RZEH A XEHREELEEBRAF]) from March 2003 to June 2005; and (iii) an exporter in Ceroilfood Tianjin
Cereals & Oils Import & Export Co., Ltd. (KE& 12 1 O BR A F) (formerly known as COFCO Tianjin Grain and Oil Import
and Export Co., Ltd. (FFI2 K22 m#E T OB R A F) from July 1996 to March 2003.

Mr. SUN received his bachelor's degree in foreign trade from Nankai University (5FA£2) in China in June 1996.

Mr. WANG Chengdong (ER#H), aged 49, is in charge of the co-construction and health check business of the Group,
while continuing to comprehensively coordinate the operation and management of all subsidiaries in Zhejiang Province
since December 5, 2025. Mr. WANG also held various positions at Hangzhou Adicon, including as (i) a national purchasing
manager from July 2011 to March 2013, (ii) a national purchasing, planning and warehousing senior manager from March
2013 to January 2018, (iii) a national purchasing, planning and warehousing deputy director from January 2018 to April
2019, (iv) a national purchasing, planning and warehousing director, national technical cooperation and project manager
from April 2019 to December 2019, and (v) the vice president and eastern district general manager from January 2022 to
December 2025.

Mr. ZHANG Yu (GR)), aged 44, has served as our vice president of finance since July 2021. He is responsible for financial
operations of our Group. Mr. ZHANG also held various positions in Hangzhou Adicon, including (i) the in-charge accountant
from January 2007 to January 2008; (ii) the financial executive from January 2008 to September 2010; (iii) the financial
manager from September 2010 to September 2013; and (iv) the director of finance from September 2013 to July 2021.

Prior to joining our Group, Mr. ZHANG was (i) an internal control specialist in Swire Coca-Cola Beverages Zhejiang Limited
(IR & /] QAT 2480 IR /A R]) from March 2006 to January 2007; and (i) an audit specialist in Zhejiang Zhongzhou
Certified Public Accountants Co., Ltd. GHT)TH M ETAIEEATA R 2 ) from July 2004 to March 2006.

Mr. ZHANG received his bachelor’s degree in accounting from Taiyuan University of Technology (AJRIE T A& in China in
July 2004. Mr. ZHANG is a non-practicing member of the Chinese Institute of Certified Public Accountants.
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JOINT COMPANY SECRETARIES

Mr. WANG Lawrence Allen (£ 2 8) is one of our joint company secretaries and has been appointed with effect from April
15,2021. Mr. WANG is also one of our authorized representatives. For details of his biography, see the paragraph headed "—
Senior Management” in this section.

==

Ms. SO Ka Man (#:3z8{) is one of our joint company secretaries and has been appointed with effect from November 5,
2021.

Ms. SO is a director of company secretarial services of Tricor Services Limited and has been providing professional
corporate services to Hong Kong listed companies as well as multi-national, private and offshore companies. Ms. SO has
over 20 years of experience in the corporate secretarial and compliance service field. Ms. SO is currently acting as the
company secretary or joint company secretary of a few listed companies on the Stock Exchange.

Ms. SO graduated from The Hong Kong Polytechnic University in November 1996 with a bachelor’'s degree of Arts in
Accountancy. Ms. SO is a Chartered Secretary, a Chartered Governance Professional and a fellow of both The Hong Kong
Chartered Governance Institute and The Chartered Governance Institute in the United Kingdom.

Ms. SO's primary contact at the Company is Mr. WANG.
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The Board is pleased to present this Directors’ report in the Group’s annual report for the Reporting Period.

BUSINESS AND COMPANY-RELATED INFORMATION

We are one of the leading ICL service providers in China. We offer comprehensive and best-in-class testing services
primarily to hospitals and health check centers through an integrated network of 34 self-operated laboratories across
China. The high quality of our services is backed by our strong performance in terms of international accreditation and
comprehensive testing menu. Currently, 25 of our laboratories have been accredited by ISO15189, which enables us to
provide customers with the quality assurance that comes with this rigorous international standard. Our testing portfolio
consists of over 4,000 medical diagnostic tests, the introduction of over 300 new high-end diagnostic tests in 2025. We are
committed to continuously serving our patients and the general public with our high-quality testing services as a leading
ICL service provider in China, and becoming a trusted and reliable partner for medical professionals and the general
public.

The activities of the principal subsidiaries are set out in note 1 to the Financial Statement in this annual report.

The results of the Group during the Reporting Period are set out in “Consolidated Statements of Profit or Loss” and
“Consolidated Statements of Comprehensive Income/(Loss)” of this annual report.

The Company has adopted a dividend policy (the "Dividend Policy”) to set out the principles and guidelines that the
Company intends to apply in relation to the declaration, payment or distribution of its net profits as dividends to the
shareholders of the Company.

The Dividend Policy provides that, in recommending or declaring dividends, the Company shall maintain adequate cash
reserves for meeting its working capital requirements and future growth as well as its shareholder value. The Board
has the discretion to declare and distribute dividends to the Shareholders, subject to the Articles of Association and the
applicable laws and regulations of Hong Kong and the Cayman Islands, any other laws and regulations applicable to the

Company and the factors set out in the Dividend Policy.

When determining whether to declare any dividend and the amount of dividend to be declared, the Board shall consider a
number of factors, including but not limited to:

(a)  the actual and expected financial performance and financial results of the Group;

(b)  the retained earnings and distributable profit reserves of the Company;

(c)  the expected working capital requirements and cash flow required for the future expansion plans of the Group;
(d)  the debt to equity ratios, the debt level and the liquidation position of the Group;

(e)  any restrictions on payment of dividends that may be imposed by the Company’s lenders and other institutions;

(f)  the general economic conditions, business cycle and other internal and external factors that may have an impact on
the business conditions or financial performance, the strategies and the financial position of the Company;
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(g)  the Company's business operation strategy, including expected working capital requirements, capital expenditure
requirements and future expansion plans;

(h)  the future operations and earnings; and
(i) any other factors that the Board considers to be applicable from time to time.

The Company does not have any pre-determined dividend distribution proportion or distribution ratio, and the declaration,
payment and amount of dividends will be subject to the Board's discretion. Depending on the financial conditions of the
Company and the Group and the conditions and factors as set out above, dividends may be proposed and/or declared by
the Board for a financial year or period in the form of (i) interim dividend; (i) final dividend; (iii) special dividend; and/or
(iv) any distribution of net profits that the Board may deem appropriate. Upon the recommendation of the Board, any final
dividend for a financial year or special dividends will be subject to the Shareholders’ approval and shall not exceed the
amount recommended by the Board. Subject to the Articles of Association of the Company, the Board may from time to
time pay to the Shareholders such interim Dividends as appear to the Board to be justified by the financial conditions and
the profits of the Company.

The Company may declare and pay dividends by way of cash or scrip or by other means that the Board considers
appropriate, and any dividend unclaimed shall be forfeited and shall revert to the Company, in accordance with the
Articles of Association of the Company.

The Board will continually review the Dividend Policy and reserve the rights in its sole and absolute discretion to update,
amend and/or modify the Dividend Policy at any time. The Dividend Policy shall in no way constitute a legally binding
commitment by the Company in respect of future dividend and/or in no way obligate the Company to declare a dividend at
any time or from time to time.

The Board did not recommend the payment of any final dividend during the Reporting Period.

Details of business review and performance analysis of the Group during the Reporting Period are set out in “Chairwoman’s
Statement” and "Management Discussion and Analysis” of this annual report.

Details of future development of the Group are set out in “Chairwoman’s Statement” of this annual report.

The Group is committed to being environmentally responsible. The Group takes steps to ensure that wastes generated as
a result of its operations are properly disposed of in order to reduce adverse effects to the environment. In addition, the
Group strives to operate its facilities in a manner that protects the environment and the health and safety of its employees
and communities. Details of the Group’'s environmental policies and performance will be published in a separate and
comprehensive ESG Report during the Reporting Period at the same time as the publication of this report. The ESG Report
has addressed the requirements set out in Appendix C2 of the Listing Rules, and is published on the websites of the Stock
Exchange (www.hkexnews.hk) and the Company (www.adicon.com.cn).
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Relationship with Employees

The Company embraces employees as the most valuable assets of the Group. The objective of the Group's human
resources management is to reward and recognize outstanding employees by providing competitive remuneration
packages and implementing a sound performance appraisal system with appropriate incentives, and to promote career
development and progression within the Group by providing adequate training and opportunities.

Relationship with Shareholders

The Company considers that effective communication with the Shareholders is essential for enhancing investor relations
and investor understanding of the Group's business performance and strategies. The Company also recognizes the
importance of transparency and timely disclosure of corporate information, which will enable the Shareholders and
investors to make the best investment decisions.

The general meetings of the Company provide an opportunity for communication between the Directors, senior
management and the Shareholders. The chairwoman of the Board as well as chairpersons of the Audit Committee, the
Nomination Committee, the Remuneration Committee and the Strategy Committee, in their absence, other members of the
respective committees, are available to answer questions at general meetings. The chairman of the meeting will provide
the detailed procedures for conducting a poll and answer any questions from the Shareholders on voting by poll. The
annual general meeting shall be called by not less than 21 days’ notice to Shareholders in writing and any extraordinary
general meeting shall be called by not less than 14 days’ notice to Shareholders in writing.

The Company has adopted the Shareholders’ communication policy, which sets out the framework the Company has put
in place to promote effective communication with Shareholders so as to enable them to engage actively with the Company
and exercise their rights as Shareholders in an informed manner. To promote effective communication, the Company has
established several channels to communicate with the Shareholders as follows, among others:

(i) both English and Chinese versions of corporate communications (as defined in the Listing Rules) such as annual
reports, interim reports and circulars are available in printed form (if requested) and are available in electronic form
on the Stock Exchange's website (www.hkexnews.hk) and the Company’s website at (www.adicon.com.cn), where
information and updates on the Company’s business developments and operations, financial information, corporate
governance practices and other information are available for public access;

(i) corporate information is made available on the Company’s website; and

(i) the Hong Kong branch share registrar of the Company serves the Shareholders in respect of share registration,
dividend payment and related matters.

Shareholders may at any time make a request for the Company’s information to the extent such information is publicly
available and the Company has an investor relationship function (Email: ir@adicon.com.cn, Tel: (86) 0571 8777 5775) to
attend to enquiries from the Shareholders.

Having considered the multiple channels of communication, the Board is satisfied that the Shareholders’ communication
policy provided effective channels by which Shareholders can communicate and raise concern with the Company.
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To preserve the environment and increase efficiency in communication with the Shareholders, the Company made
arrangement pursuant to Rule 2.07A of the Listing Rules and the Articles of Association for the Shareholders to elect to
receive corporate communication in printed form or by electronic means through the Company's website. Shareholders
have the right to change their choice of receipt of its corporate communications (as defined in the Listing Rules) at any
time by giving reasonable notice to the Company. The change request form may be downloaded from the websites of
the Company and the Stock Exchange. The Company will send the actionable corporate communication (as defined in
the Listing Rules) to the Shareholders individually in electronic form by email or in printed form (if requested or if the
Company does not possess the functional email address of Shareholders).

Relationship with Customers and Suppliers

The Group's major customers primarily include medical institutions (which include public hospitals, community health
centers, private hospitals and clinics, and health check centers), pharmaceutical companies and CROs. The Group's top
five customers accounted for 6.7% of the Group's total revenues during the Reporting Period.

The Group's major suppliers primarily consist of suppliers for equipment, reagent and other consumable material for
testing. The Group's top five suppliers accounted for 28.1% of the Group's purchases during the Reporting Period.

The ESG Report also contains information in respect of relationship with the employees, customers and suppliers, which
will be published at the same time as the publication of this report as required under the Listing Rules.

Details of the issued Shares of the Group during the Reporting Period are set out in note 30 to the Financial Statements in

this annual report.

Details of movements in the reserves of the Company during the Reporting Period are set out in “Consolidated Statement
of Changes in Equity” of this annual report.

As of end of the Reporting Period, the Group has distributable reserves of RMB1,378.8 million in total available for
distribution.

During the Reporting Period, the Group made charitable donations of RMB0.8 million.
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As of end of the Reporting Period, the Group recorded bank loans and other borrowings amounting to RMB1,468.7 million.

Details of movements in the property, plant and equipment of the Group during the Reporting Period are set out in note 15
to the Financial Statements in this annual report.

Based on information that is publicly available to the Company and to the knowledge of the Directors, at least 25% of the
Company’s total issued shares, the prescribed minimum percentage of public float approved by the Stock Exchange and
permitted under the Listing Rules, was held by the public during the Reporting Period and up to the date of this annual
report.

The Group did not issue any debentures during the Reporting Period.

There is no provision for pre-emptive rights under the Articles of Association or the laws of the Cayman Islands that would
oblige the Company to offer new shares on a pro rata basis to the existing Shareholders.

The Directors are not aware of any tax relief available to the Shareholders by reason of their holding of the Company's
securities.

The Group may from time to time become a party to various legal, arbitral or administrative proceedings arising in the
ordinary course of its business. During the Reporting Period, the Group had not been a party to, and was not aware of any
threat of, any legal, arbitral or administrative proceedings, which would likely have a material and adverse effect on its
business, financial conditions or results of operations.

The Group is subject to applicable laws and regulations that have a significant impact on the operations of the Group,
including in the PRC. During the Reporting Period, the Group had not been and was not involved in any non-compliance
incidents that led to fines, enforcement action or other penalties that could, individually or in the aggregate, have a
material adverse effect on the Group’s business, financial condition or results of operations, and the Group had been in
compliance with applicable laws and regulations in all material respects.

In April 2026, Adicon (Nanjing) Clinical Laboratories Co., Ltd. ("Adicon Nanjing”), a subsidiary of the Group, was publicly
notified that its High and New Technology Enterprise ("HNTE") qualification had been revoked with retrospective effect
from 2023. The Group's management is currently evaluating the financial implications arising from the loss of HNTE
qualification, including without limitation the prospective increase in the applicable corporate income tax rate of Adicon
Nanjing from 15% to 25% for the affected periods.
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The Directors are aware that the Group's financial condition, results of operations, businesses and prospects may be

affected by a number of risks and uncertainties. The key risks and uncertainties identified by the Group are set out as

follows:

(i)

(i)

(iii)

(iv)

(vi)

(vii)

(viii)

(ix)

(x)

the Group's operations face competition that could adversely affect the results of operations. If the Group cannot
compete successfully with its competitors, it may be unable to increase or sustain its revenues or achieve and
sustain profitability;

the Group conducts its business in a heavily regulated industry. It may be adversely affected by the uncertainties
and changes in PRC regulations with respect to the ICL industry;

if the Group fails to comply with applicable licensing requirements, or becomes damaged or inoperable, its ability to
perform tests may be jeopardized;

any adverse change in the regulatory regime relating to the ICL industry or the healthcare industry may limit
the Group's ability to provide testing services and may have a material adverse effect on its business, results of
operations and financial condition;

failure in service quality control may adversely affect the Group's operating results, reputation and business;

failure to obtain and retain new customers, the loss of existing customers, or a reduction in tests requested or
specimens submitted by existing customers could impact the Group's ability to successfully grow its business;

the Group and its business parties regularly evaluate their relationships and may, from time to time, adjust the
mode of cooperation based on the outcomes of such assessments. Any changes to these cooperation arrangements,
including alterations to existing business relationships, could have an effect on the Group's operating results,
financial condition, and business operations;

the Group's past financial performance may not be indicative of the Group's future results;

if the Group fails to keep up with industry and technology developments or implement new technologies into its test
offerings in a timely and cost-effective manner, the Group may be unable to compete effectively and its business
and prospects could suffer; and

certain of the leased properties of the Group are subject to land defects, and it may be required to vacate such
properties which could adversely affect its business, financial condition and results of operations.

For details of the nature and extent of the principal risks faced by the Group, see "Risk Factors” of the Prospectus.

No contracts concerning the management and administration of the whole or any substantial part of the business of the

Company were entered into or existed during the Reporting Period.
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Purchase, Sale or Redemption of the Company’s Listed Securities

In accordance with the Shareholders' resolution passed by the Shareholders at the annual general meeting held on
May 30, 2024, the Directors were granted a general mandate (the "Repurchase Mandate”) to repurchase no more than
72,735,479 Shares from time to time. On December 16, 2024, the Board resolved to utilize the Repurchase Mandate to
repurchase Shares on the open market not more than 36,287,165 Shares. For details, please refer to the announcement
of the Company dated December 19, 2024.

During the year ended December 31, 2025 and up to the date of this report, the Company has repurchased 100,000 Shares
on the Stock Exchange at an aggregate consideration of HK$0.7 million (including brokerage and other fees), of which
100,000 Shares are held as treasury Shares. As of the date of this report, the Company held 1,617,000 Shares intended to
be held as treasury Shares. The Company has not yet determined the intended use of such treasury Shares and will utilize
them as permitted under the Listing Rules, subject to market conditions and its capital management needs.

Details of the Shares repurchased are summarized as follows:

-

Aggregate

consideration

Total number (including

of Shares Repurchase price per Share brokerage and

Month of repurchase repurchased Highest Lowest other fees)
HK$ HK$ HK$ million

January 2025 100,000 7.62 6.73 0.7

Save as disclosed above, neither the Company nor any member of the Group has purchased, sold or redeemed any of the
listed securities of the Company (including sale of treasury Shares) during the Reporting Period and up to the date of this
Annual Report.

Auditor

Ernst & Young was appointed as the Auditor during the Reporting Period and there had been no change in auditor of the
Company in the past four years. The accompanying Financial Statements prepared in accordance with IFRS Accounting
Standards have been audited by Ernst & Young.

Ernst & Young will retire and, being eligible, offer themselves for re-appointment. A resolution for their re-appointment as
auditor of the Company will be proposed at the annual general meeting of the Company.

Audit Committee and Review of Financial Statements

The Audit Committee comprises three independent non-executive Directors, namely Mr. YEH Richard (chairman), Mr. MI
Brian Zihou and Mr. ZHANG Wei. The Audit Committee is governed by terms of reference that are in compliance with the
requirements of the Listing Rules.
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Scope of Auditor’'s Work

The figures in respect of the Group's consolidated statement of financial position, consolidated statement of profit or loss
and other comprehensive income and the related notes thereto for the Reporting Period as set out in this report have been
agreed by the Company’'s auditors, Ernst & Young, to the amounts set out in the Group's audited consolidated financial
statements for the year. The work performed by Ernst & Young in this respect did not constitute an assurance engagement
in accordance with Hong Kong Standards on Auditing, Hong Kong Standards on Review Engagements or Hong Kong
Standards on Assurance Engagements issued by the Hong Kong Institute of Certified Public Accountants and consequently
no assurance has been expressed by Ernst & Young on this report.

Closure of Register of Members for the Annual General Meeting

The Company's register of members will be closed from Thursday, May 21, 2026 to Wednesday, May 27, 2026, both days
inclusive, in order to determine the eligibility of the Shareholders to attend and vote at the Annual General Meeting. During
this period, no transfer of Shares will be registered. The record date will be May 27, 2026. In order to be eligible to attend
and vote at the Annual General Meeting, all properly completed transfer documents accompanied by the relevant share
certificates must be lodged with the Company's branch share registrar in Hong Kong, Tricor Investor Services Limited, at
17/F, Far East Finance Centre, 16 Harcourt Road, Hong Kong, for registration no later than 4:30 p.m. on Wednesday, May
20, 2026.

DIRECTORS AND SENIOR MANAGEMENT

During the Reporting Period and up to the date of this annual report, the Board composition is set out below. To the best
knowledge of the Company, there are no financial, business, family, or other material/relevant relationships among
members of the Board.

Executive Director

Mr. GAO Song (Chief Executive Officer)*
Mr. WANG Legang (Chief Operating Officer) **

Non-executive Directors

Ms. YANG Ling (Chairwoman of the Board)
Mr. LIN Jixun

Ms. FENG Janine Junyuan***

Mr. LI Bo ****

Mr. ZHOU Mintao

Mr. ZHU Jonathan *****

Independent Non-executive Directors

Mr. Ml Brian Zihou
Mr. YEH Richard
Mr. ZHANG Wei

*

Mr. GAO Song resigned as an executive Director on March 2, 2026. Mr. GAO Song also resigned as the chief executive officer of the Company with effect
from March 20, 2026.

Mr. WANG Legang was appointed as an executive Director on February 13, 2026. He has been appointed as the chief operating officer and the general
manager of the Group since August 15, 2025. Mr. WANG Legang has also been appointed as the interim chief executive officer of the Company with effect
from March 20, 2026.

Ms. FENG Janine Junyuan resigned as a non-executive Director on February 24, 2026.
*** Mr. LI Bo was appointed as a non-executive Director on February 24, 2026.

¥ Mr. ZHU Jonathan was appointed as a non-executive Director on August 22, 2025 and resigned on November 9, 2025. ' ®
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Biographical details of the Directors and the senior management of the Group are set out in "Profiles of Directors and
Senior Management” of this annual report.

During the Reporting Period and up to the date of this annual report, there has been no change in the information of the
Directors as required to be disclosed pursuant to Rule 13.51B of the Listing Rules.

The executive Director, Mr. WANG Legang, entered into a service contract with the Company. His term of appointment was
three years from the date of his appointment on February 13, 2026. Either party may terminate the appointment by giving
not less than one month’'s written notice.

Each of the non-executive Directors entered into an appointment letter with the Company. Other than Mr. ZHOU Mintao and
Mr. LI Bo, their term of appointment shall be for an initial term of three years from the Listing Date or until the third annual
general meeting of the Company after the Listing Date, whichever is sooner (subject to retirement as and when required
under the Articles of Association). The term of appointment of Mr. ZHOU Mintao shall be three years from the date of his
appointment on May 30, 2024 (subject to retirement as and when required under the Articles of Association). The term
of appointment of Mr. LI Bo shall be three years or until the third annual general meeting of the Company since the date
of his appointment on February 24, 2026 (subject to retirement as and when required under the Articles of Association).
Either party may terminate the agreement by giving not less than three months’ written notice.

Each of the independent non-executive Directors entered into an appointment letter with the Company. Their term of
appointment shall be for an initial term of three years from the date indicated in their respective appointment letter,
respectively, or until the third annual general meeting of the Company after the Listing Date, whichever is sooner (subject
to retirement as and when required under the Articles of Association). Either party may terminate the agreement by giving
not less than three months’ written notice.

None of the Directors have an unexpired service contract which is not determinable by the Company or any of its
subsidiaries within one year without payment of compensation, other than statutory compensation.

The Company has received, from each of the independent non-executive Directors, an annual confirmation of his
independence pursuant to Rule 3.13 of the Listing Rules. The Company considers all of the independent non-executive
Directors to be independent during the Reporting Period and remain so as of the date of this annual report.

Re-election of Directors

In accordance with Article 108 of the Articles of Association, at each annual general meeting one-third of the Directors for
the time being shall retire from office by rotation whereas in accordance with Article 112 of the Articles of Association,
any Director appointed by the Board to fill a casual vacancy or as an addition to the existing Board shall hold office only
until the first annual general meeting of the Company after his appointment and be subject to re-election at such meeting.
Mr. WANG Legang, Mr. LI Bo, Mr. ZHOU Mintao, and Mr. ZHANG Wei will retire from office at the annual general meeting.
Mr. WANG Legang, Mr. LI Bo, Mr. ZHOU Mintao, and Mr. ZHANG Wei, being eligible, have offered themselves for re-election
at the annual general meeting of the Company.
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Directors’ and Chief Executives’ Interests and Short Positions in Shares, Underlying Shares and
Debentures

As at December 31, 2025, the interests and short positions of the Directors and chief executives of the Company in the
Shares, underlying Shares or debentures of the Company or any of its associated corporations (within the meaning of
Part XV of the SFO), which were required (a) to be notified to the Company and the Stock Exchange pursuant to Divisions 7
and 8 of Part XV of the SFO (including interests and short positions which they were taken or deemed to have under such
provisions of the SFO); or (b) pursuant to Section 352 of the SFO, to be entered in the register referred to therein; or (c) to

be notified to the Company and the Stock Exchange pursuant to the Model Code, were as follows:

Approximate

percentage of

Number of interest in

Nature of interest Shares the Company®

Mr. GAO Song Interest in a controlled corporation 303,750 (L) 0.04%
Beneficial interest 11,249,646 (L) 1.55%

Mr. LIN Jixun® Interest in a controlled corporation 90,061,994 (L) 12.38%

Remark:  The Letter (L) denotes the long position in such securities.

Notes:

(1) Mr. GAO Song is deemed to be interested in 303,750 Shares directly held by his wholly-owned investment holding company, Nice Sure Holding Co.,
Limited. In addition, he has been granted RSUs and options under the 2019 Incentive Plans entitling him to receive up to an aggregate of 11,249,646
Shares. Mr. GAO Song resigned as an executive Director on March 2, 2026. He also resigned as the chief executive officer of the Company with effect
from March 20, 2026.

(2) Mr. LIN Jixun is deemed to be interested in 90,061,994 Shares directly held by his wholly-owned company, Corelink.

(3) Calculated based on the number of the total issued share capital of the Company as of December 31, 2025, being 727,260,291 Shares (including
1,617,000 treasury Shares).

Save as disclosed above, as at the date of this annual report, none of the Directors or chief executives of the Company
has or is deemed to have any interests or short positions in the Shares, underlying Shares or debentures of the Company
or any of its associated corporations (within the meaning of Part XV of the SFO) which will be required to be notified to
the Company and the Stock Exchange pursuant to Divisions 7 and 8 of Part XV of the SFO (including interests and short
positions which they were taken or deemed to have taken under such provisions of the SFO); or which will be required
to be recorded in the register to be kept by the Company pursuant to Section 352 of the SFO, or which will be required,
pursuant to the Model Code, to be notified to the Company and the Stock Exchange.
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Substantial Shareholders’ Interests and Short Positions in Shares and Underlying Shares

As at December 31, 2025, the followings are the persons who had interests or short positions in the Shares and underlying
Shares which would be required to be notified to the Company and the Stock Exchange under the provisions of Divisions

2 and 3 of Part XV of the SFO; or as recorded in the register of interests required to be kept by the Company pursuant to
Section 336 of Part XV of the SFO:

Approximate

percentage of

Number of interest in

Name of Capacity/Nature of Interest Shares  the Company®
Pearl Group Limited Beneficial owner 281,541,805 (L) 38.71%
Mr. LIN Jixun® Interest in a controlled corporation 90,061,994 (L) 12.38%
Corelink ? Beneficial owner 90,061,994 (L) 12.38%
Mr. LIN Feng © Interest in a controlled corporation 72,005,994 (L) 9.90%
Mega Stream ©® Beneficial owner 72,005,994 (L) 9.90%

Remark:  The Letter (L) denotes the long position in such securities.
Notes:

(1) Pearl Group Limited is 94.57% owned by Carlyle Asia Partners V, L.P. and 5.43% owned by CAP V Co-Investment, L.P.. The general partner of Carlyle
Asia Partners V, L.P. and CAP V Co-Investment, L.P. is CAP V General Partner, L.P.. The general partner of CAP V General Partner, L.P. is CAP V, L.L.C.,
an indirect subsidiary of Carlyle. CAP V, L.L.C. is wholly-owned by TC Group Cayman Investment Holdings Sub L.P.. The general partner of TC Group
Cayman Investment Holdings Sub L.P. is TC Group Cayman Investment Holdings L.P.. The general partner of TC Group Cayman Investment Holdings
L.P. is CG Subsidiary Holdings L.L.C.. The managing member of CG Subsidiary Holdings L.L.C. is Carlyle Holdings Il L.L.C.. The managing member of
Carlyle Holdings Il L.L.C. is Carlyle Holdings Il GP L.L.C.. The sole member of Carlyle Holdings Il GP L.L.C. is Carlyle. As such, under the SFO, each of
Carlyle Asia Partners V, L.P., CAP V General Partner, L.P., CAP V L.L.C., TC Group Cayman Investment Holdings Sub L.P., TC Group Cayman Investment
Holdings L.P., CG Subsidiary Holdings L.L.C., Carlyle Holdings Il L.L.C., Carlyle Holdings Il GP L.L.C. and Carlyle is deemed to be interested in the equity
interests held by Pearl Group Limited.

(2) Corelink is wholly-owned by Mr. LIN Jixun, one of the founders of the Group and a non-executive Director. Mr. LIN Jixun is the brother of Mr. LIN Feng.
(3) Mega Stream is wholly-owned by Mr. LIN Feng, one of the founders of the Group. Mr. LIN Feng is the brother of Mr. LIN Jixun.

(4) Calculated based on the number of the total issued share capital of the Company as of December 31, 2025, being 727,260,291 Shares (including
1,617,000 treasury Shares).

Save as disclosed above, to the best knowledge of the Directors and the chief executives of the Company, as at the date
of this annual report, the Company is not aware of any other person (other than the Directors or chief executives of the
Company) who had an interest or short position in the shares or underlying shares of the Company which would be
required to be notified to the Company and the Stock Exchange under the provisions of Divisions 2 and 3 of Part XV of the
SFO; or as recorded in the register required to be kept by the Company pursuant to Section 336 of the SFO.

Directors’ Rights to Acquire Shares or Debentures

Save as disclosed in “— Employee Incentive Plans and Equity-Linked Activities” of this Directors’ report, at no time during
the Reporting Period was the Company or any of its subsidiaries, a party to any arrangement that would enable the
Directors to acquire benefits by means of acquisition of the shares in, or debentures of, the Company or any other body
corporate, and none of the Directors or any of their spouses or children under the age of 18 were granted any right to
subscribe for the equity or debt securities of the Company or any other body corporate or had exercised any such right.
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During the Reporting Period, none of the Directors had any interest in a business, apart from the business of the Group,
which competes or is likely to compete, directly or indirectly, with the Group’s business, which would require disclosure
under Rule 8.10 of the Listing Rules.

Save as disclosed in “— Continuing Connected Transactions” of this Directors’ report, there were no transactions,
arrangements or contracts of significance to which the Company or any of its subsidiaries was a party and in which a
Director or its connected entity (within the meaning of Section 486 of the Companies Ordinance) had a material interest,
whether directly or indirectly, and subsisting during the Reporting Period or as of end of the Reporting Period.

The remuneration of the Directors is paid in the form of salaries, allowances and benefits in kind, equity-settled share-
based payment expense and pension scheme contributions with reference to his or her duties, responsibilities within the
Group. The Company has established the Remuneration Committee to review and make recommendations to the Board
regarding the terms of remuneration packages, bonuses and other compensation payable to the Directors and senior
management.

The Directors and the senior management members are eligible participants of the 2019 Incentive Plans, the 2024
Incentive Plan and the 2025 Incentive Plan.

During the Reporting Period, none of the Directors waived or agreed to waive any remuneration and there were no
emoluments paid by the Group to any of the Directors or five highest paid individuals as an inducement to join, or upon
joining the Group, or as compensation for the loss of office.

Details of the emoluments of the Directors, and five highest paid individuals during the Reporting Period are set out in
notes 10 and 11 to the Financial Statements in this annual report.

The Company has arranged appropriate directors” and officers’ liability insurance in respect of legal action against the
Directors and senior management.

Pursuant to Article 194 of the Articles of Association and subject to Cayman Companies Law, every Director, company
secretary, assistant secretary, or other officer (but not including the Company’s auditors) and the personal representatives
of the same (each an “"Indemnified Person”) shall be indemnified and secured harmless out of the assets and funds of the
Company against all actions, proceedings, costs, charges, expenses, losses, damages or liabilities incurred or sustained
by such Indemnified Person, other than by reason of such Indemnified Person’s own dishonesty, wilful default or fraud as
determined by a court of competent jurisdiction, in or about the conduct of the Company’'s business or affairs (including
as a result of any mistake of judgment) or in the execution or discharge of his duties, powers, authorities or discretions,
including without prejudice to the generality of the foregoing, any costs, expenses, losses or liabilities incurred by such
Indemnified Person in defending (whether successfully or otherwise) any civil proceedings concerning the Company or its
affairs in any court whether in the Cayman Islands or elsewhere.
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CONTINUING CONNECTED TRANSACTIONS

Upon Listing, transactions between members of the Group and the Company's connected person have become connected
transactions under Chapter 14A of the Listing Rules.

Among the related party transactions disclosed in note 36 to the Financial Statements, the transactions with ACON Biotech
constituted the continuing connected transaction of the Group, and is required to be disclosed in this annual report in
accordance with Rule 14A.71 of the Listing Rules. ACON Biotech is currently indirectly owned as to 50% by Mr. LIN Jixun (the
Group's founder and one of the non-executive Directors), and is therefore a connected person of the Company under Rule
14A.07(4) of the Listing Rules. The Company confirmed that the other related party transactions as disclosed in note 36 to
the Financial Statements do not fall under the definition of “connected transaction” or “continuing connected transaction”
(as the case may be) in Chapter 14A of the Listing Rules.

On January 10, 2022, the Company and ACON Biotech entered into a purchase and equipment lease framework agreement
(the "Purchase and Equipment Lease Framework Agreement’), pursuant to which the Company agreed to purchase
certain testing equipment and reagents from, and to lease certain testing equipment from, ACON Biotech from time to
time in the Company’s ordinary course of business.

The Purchase and Equipment Lease Framework Agreement is for a term commencing on the Listing Date until December
31, 2025, and will be renewed for another three years upon expiration, conditional upon the fulfillment of requirements
under the Listing Rules and other applicable laws and regulations. The amounts payable by the Company under the
Purchase and Equipment Lease Framework Agreement will be determined after a bidding process involving ACON Biotech
and other approved qualified suppliers. After a successful bid of ACON Biotech, the Company and ACON Biotech enter into
a separate agreement on terms which will be determined on an arm’s length basis, with reference to, among others, (i) the
historical transaction amounts for the similar testing equipment and reagents from ACON Biotech, (ii) the amount, quality
and specifications of the relevant testing equipment and reagents, and (iii) the bidding price, product quality, reliability and
specifications, product delivery time and range of offerings of ACON Biotech.

The annual cap of the Purchase and Equipment Lease Framework Agreement for the Reporting Period is approximately
RMB110.0 million, while the actual transaction amount for the Reporting Period was approximately RMB1.1 million.

The independent non-executive Directors have confirmed that the above continuing connected transaction was entered
into by the Group: (i) in the ordinary and usual course of its business; (ii) on normal commercial terms or better; and (iii) in
accordance with the relevant agreements (including the pricing principle and guidelines set out therein) and on terms that
was fair and reasonable and in the interests of the Company and the Shareholders as a whole.

The Auditor has reviewed the continuing connected transaction referred to above and confirmed to the Board that such
continuing connected transaction: (i) has received the approval of the Board; (ii) was in accordance with the pricing policies
of the Group; (iii) was entered into in accordance with the relevant agreements governing the transactions; and (iv) has not
exceeded the relevant annual caps.

Save as disclosed in this annual report, during the Reporting Period, the Company had no connected transactions or
continuing connected transactions which are required to be disclosed under the Listing Rules. The Company has complied
with the disclosure requirements under Chapter 14A of the Listing Rules with respect to the connected transactions and
continuing connected transactions entered into by the Group during the Reporting Period.
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CONTRACTUAL ARRANGEMENTS

Summary of the Contractual Arrangements

The following simplified diagram illustrates the existing structure of the Contractual Arrangements:

* Exclusive Business Cooperation
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Note:
(1) Mr. LIN Jixun and Mr. LIN Feng, through their respective holding company, were the registered shareholders of Hangzhou Adicon prior to October

2018. After the investment of Pearl Group Limited in October 2018, Ms. LAN Jia and Ms. LIAN Hailun were designated by the pre-IPO investors of the
Company to become the Contractual Registered Shareholders of Hangzhou Adicon in October 2018. Ms. LAN Jia is the chief compliance officer of the
Group and is the general manager and legal representative of Hangzhou Adicon. Ms. LIAN Hailun is a principal of Carlyle's Asia Buyout Fund and is
a supervisor of Hangzhou Adicon and Aidiken WFOE. On October 14, 2020, Hangzhou Kangming, on behalf of certain PRC senior management of the
Company (namely Mr. GAO Song, Mr. PAN Chao, Mr. WANG Chengdong and four other existing and previous senior employees who are neither the
Directors nor the senior management), subscribed 0.36% equity interests in Hangzhou Adicon. Since then, Hangzhou Adicon has been owned as to
49.82%, 49.82% and 0.36% by Ms. LAN Jia, Ms. LIAN, Hailun and Hangzhou Kangming, respectively.

A brief description of each of the specific agreements that comprise the Contractual Arrangements is set out as follows:

Exclusive Business Cooperation Agreement

Under the amended and restated exclusive business cooperation agreement dated November 23, 2020 (the "Exclusive
Business Cooperation Agreement’) entered into among Aidiken WFOE, Hangzhou Adicon and the Contractual Registered
Shareholders, Hangzhou Adicon agreed to engage Aidiken WFOE as its exclusive provider of comprehensive business
support, technical services and consultancy services, in exchange for service fees. Under this agreement, the yearly
service fees shall be all the after-tax profit of Hangzhou Adicon (including all the distributable profit obtained by Hangzhou
Adicon from its subsidiaries) in the financial year, but Aidiken WFOE is entitled to adjust the service fees at its sole
discretion based on the quantity and content of the services provided.

Pursuant to the Exclusive Business Cooperation Agreement, Aidiken WFOE has the exclusive and complete proprietary
rights to all intellectual properties developed in performance of obligations under the Exclusive Business Cooperation
Agreement, whether developed by Hangzhou Adicon or its subsidiaries, Aidiken WFQE, or jointly.

The Exclusive Business Cooperation Agreement shall remain effective until Aidiken WFOE exercises its unilateral right to
terminate by prior written notice to other parties. Subject to applicable laws and unless stated otherwise in the agreement,

Hangzhou Adicon does not have the right to unilaterally terminate the contract. ’

41



42

DIRECTORS’ REPORT

Exclusive Option Agreement

Under the amended and restated exclusive option agreement dated November 23, 2020 (the "Exclusive Option
Agreement’) entered into among Aidiken WFOE, Hangzhou Adicon and the Contractual Registered Shareholders, Aidiken
WFOE (or its designee) was granted an irrevocable, unconditional and exclusive right to purchase all or any of the
equity interest in and/or assets of Hangzhou Adicon held at present or in the future for a consideration equivalent to the
lowest price permitted under PRC laws at the time of purchasing. At Aidiken WFOE's request, the Contractual Registered
Shareholders and/or Hangzhou Adicon will promptly and unconditionally transfer their respective equity interests in and/
or the relevant assets of Hangzhou Adicon to Aidiken WFOE (or its designee) after Aidiken WFOE exercises its purchase
right. Subject to relevant PRC laws and regulations, the Contractual Registered Shareholders shall compensate Aidiken
WFOE with an amount equivalent to any purchase price, or profits, distributions, dividends or bonus received from
Hangzhou Adicon. The Contractual Registered Shareholders (as registered shareholders of Hangzhou Adicon) have
covenanted to Aidiken WFQOE that they shall not, among other things: (i) sell or transfer the equity interests of Hangzhou
Adicon, or allow such equity interests be subject to a guarantee or other forms of encumbrances; (ii) approve any
distribution of dividends to the Contractual Registered Shareholders, unless with the prior consent of Aidiken WFOE; and (iii)
enter into any arrangements to reduce the value of the equity interests of Hangzhou Adicon. Hence, the potential adverse
effect on Aidiken WFOE and the Company in the event of any loss suffered from Hangzhou Adicon and/or its subsidiaries
can be limited to a certain extent.

If Aidiken WFOE exercises its purchase right, all or any part of the equity interests in and/or assets of Hangzhou Adicon
acquired shall be transferred to Aidiken WFOE and the benefits of equity ownership and/or assets, as applicable, will flow
to the Company and Shareholders.

The Exclusive Option Agreement will remain effective until (i) all equity interests in and/or assets of Hangzhou Adicon
are transferred to Aidiken WFOE (and/or its designee) pursuant to the terms of the agreement; or (ii) Aidiken WFOE
exercises its unilateral right to terminate the Exclusive Option Agreement by prior written notice to other parties. Subject
to applicable laws and unless stated otherwise in the agreement, Hangzhou Adicon and the Contractual Registered
Shareholders do not have the right to unilaterally terminate the contract.

Loan Agreements

Under the amended and restated loan agreements dated November 23, 2020 (the “Loan Agreements”) entered into
respectively by Ms. LAN Jia and Ms. LIAN Hailun with Aidiken WFOE, Aidiken WFOE agreed to extend to each of Ms. LAN
Jia and Ms. LIAN Hailun a loan (the “Loans”) to be used exclusively for acquiring the equity interests in Hangzhou Adicon.
The Loans must not be used for any other purposes. Such Loans will become immediately due and payable under any of
the following circumstances: (i) twenty years has elapsed from the date of the Loans; or (ii) the operating period of Aidiken
WFOE expires; or (iii) Ms. LAN Jia or Ms. LIAN Hailun ceases to hold any equity interests in Hangzhou Adicon; or (iv) Aidiken
WFOE demands from Ms. LAN Jia and Ms. LIAN Hailun repayment of the Loans without cause at any time after serving 10
days notice as and when Aidiken WFOE considers appropriate at its absolute discretion. The Loans can only be repaid by
transferring all of the equity interests in Hangzhou Adicon held by Ms. LAN Jia and Ms. LIAN Hailun to Aidiken WFOE (or its
designee).
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Equity Pledge Agreement

Under the amended and restated equity pledge agreement dated November 23, 2020 (the "Equity Pledge Agreement’)
entered into among Aidiken WFOE, Hangzhou Adicon and the Contractual Registered Shareholders, the Contractual
Registered Shareholders pledged all of their respective equity interests in Hangzhou Adicon to Aidiken WFOE as
collateral security to secure performance of their obligations and Hangzhou Adicon’s obligations under the Equity Pledge
Agreement, the Exclusive Option Agreement, the Exclusive Business Cooperation Agreement, the Loan Agreements
and the Powers of Attorney (as defined below). In addition, under the Equity Pledge Agreement, none of the Contractual
Registered Shareholders or Hangzhou Adicon may transfer or permit the encumbrance of any of the equity interests in
Hangzhou Adicon without Aidiken WFOE's prior written consent.

Should an event of default (as provided in the Equity Pledge Agreement) occur, unless it is successfully resolved to Aidiken
WFOE's satisfaction, Aidiken WFOE is entitled to implement the pledge under the Equity Pledge Agreement if the above
default is not successfully resolved to Aidiken WFOE's satisfaction at the time of issuing the written demand or at any time
thereafter.

The pledges under the Equity Pledge Agreement have been duly registered with the relevant PRC legal authority pursuant

to PRC laws and regulations.

The Equity Pledge Agreement will remain effective until all obligations under the Exclusive Option Agreement, the
Exclusive Business Cooperation Agreement, the Loan Agreements and the Powers of Attorney have been fully performed.

Powers of attorney

Under the amended and restated powers of attorney dated November 23, 2020 (the "“Powers of Attorney”), the Contractual
Registered Shareholders irrevocably appointed Aidiken WFOE (or its designee) as their attorneys-in-fact to exercise
all of their rights as registered shareholders of Hangzhou Adicon pursuant to applicable laws and the memorandum
of association of Hangzhou Adicon at the time. These rights include the right to, among others, (i) propose and attend
shareholders’ meetings, and sign the relevant shareholders’ resolutions and meeting minutes; (ii) receive dividends of
Hangzhou Adicon; (iii) sell or transfer or pledge or dispose of all or part of Hangzhou Adicon’s equity interests; (iv) obtain
the properties of Hangzhou Adicon when it is liquidated; (v) designate and appoint Hangzhou Adicon's legal representative,
directors, supervisors, chief executive officer and other senior management personnel; (vi) submit to government
authorities any documents that need to be submitted by Hangzhou Adicon’s shareholders; (vii) dissolve and liquidate
Hangzhou Adicon and to serve as a member of the liquidation committee to exercise the powers of the liquidation
committee during the liquidation period in accordance with PRC laws and regulations; and (viii) inspect Hangzhou Adicon’s
shareholders resolutions, board resolutions, records and financial records. Under the Powers of Attorney, if there are
any conflicts between the rights of the Contractual Registered Shareholders and the instructions from Aidiken WFOE, the
instructions from Aidiken WFOE shall prevail. As a result of the Powers of Attorney, the Company, through Aidiken WFOE,
is able to exercise management control over the activities that most significantly impact the economic performance of

Hangzhou Adicon.

The Powers of Attorney remain effective until (i) the parties agree to terminate in writing; or (ii) the Contractual Registered
Shareholders transfer all of their respective equity interests in Hangzhou Adicon to Aidiken WFOE (or its designee) with
Aidiken WFOE's prior written consent. Subject to applicable laws and unless stated otherwise in the agreement, the
Contractual Registered Shareholders do not have the right to unilaterally terminate the contract.
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As disclosed in the section headed “Contractual Arrangements” in the Prospectus, due to regulatory restrictions or
prohibitions on foreign ownership in the PRC, the Company is restricted or prohibited from directly owning equity interest
in the PRC Operating Entities, namely Hangzhou Adicon and its subsidiaries. Therefore, in order for the Group to effectively
control and enjoy the entire economic benefit of Hangzhou Adicon and its subsidiaries, the Company has entered into the
Contractual Arrangements, among Aidiken WFOE, Hangzhou Adicon and the Contractual Registered Shareholders. The
Contractual Arrangements enable the Company to (i) receive substantially all of the economic benefits derived from the
laboratories of the Group operated by Hangzhou Adicon and its subsidiaries; (ii) exercise effective control over Hangzhou
Adicon and its subsidiaries; and (iii) hold an exclusive option to purchase all or part of the equity interests in Hangzhou
Adicon and its subsidiaries with the lowest extent of purchase prices permitted by PRC law.

There are certain risks associated with the Contractual Arrangements, including:

(i) If the PRC government deems that the Contractual Arrangements do not comply with PRC regulatory restrictions
on foreign investment in the relevant industries, or if these regulations or the interpretation of existing regulations
change in the future, the Group could be subject to severe penalties or be forced to relinquish its interests received
through the Contractual Arrangements;

(i) The Contractual Arrangements may not be as effective in providing operational control as direct ownership and the
PRC Operating Entities and their shareholders may fail to perform their obligations under the Group's Contractual
Arrangements;

(iii) ~ The Contractual Arrangements may result in adverse tax consequences to the Group;

(iv)  The Contractual Registered Shareholders of PRC QOperating Entities may have conflicts of interest with the Group,
which may materially and adversely affect its business; and

(v)  If the Company exercises the option to acquire equity ownership and assets of PRC Operating Entities, the ownership
or asset transfer may subject the Company to certain limitations and substantial costs.

Details of these risks are provided in “Risk Factors—Risks Relating to our Contractual Arrangement” of the Prospectus.

The Group has adopted the following measures to ensure (i) the effective operation of the Group with the implementation
of the Contractual Arrangements; (ii) the compliance of the Contractual Registered Shareholders with the Contractual
Arrangements; and (i) the potential conflict of interests between the Group and the Contractual Registered Shareholders:

(i) Major issues arising from the implementation and compliance with the Contractual Arrangements or any regulatory
enquiries from government authorities will be submitted to the Board, if necessary, for review and discussion on an

occurrence basis;

(i)  The Board (including the independent non-executive Directors) will review the overall performance of and

compliance with the Contractual Arrangements at least once a year;

(i)  The Company will disclose the overall performance of and compliance with the Contractual Arrangements in the
annual reports to update its Shareholders and potential investors;



(iv)

(vi)

(vii)

(viii)
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The Company will engage external legal advisors or other professional advisors, if necessary, to assist the Board to
review the implementation of the Contractual Arrangements and the legal compliance of Hangzhou Adicon, Aidiken
WFOE, the Contractual Registered Shareholders and the PRC Operating Entities to deal with specific issues or
matters arising from the Contractual Arrangements;

The company seals, financial seals, contract seals and crucial corporate certificates of the PRC Operating Entities
are kept by the Group's designated personnel. Any employee of the Group who wishes to use the seals will have
to obtain internal approval following the Group's established policies and procedures. The business, legal and/
or finance departments constitute the Group's central management system and the persons in charge of these
departments as well as the department members responsible for the custody and handling of the seals and crucial
corporate certificates are employees of the Group;

In the event of the occurrence of a conflict of interests between the Group and the Contractual Registered
Shareholders (where the Group has the sole and absolute discretion to determine whether such conflict arises),
Hangzhou Adicon shall take appropriate measures upon the consent of Aidiken WFOE or its designee to eliminate
such conflicts, failing which Aidiken WFOE will exercise, to the extent permitted under the PRC laws, the option

under the Exclusive Option Agreement;

In order to further secure Aidiken WFOE's rights under the Exclusive Option Agreement, the Contractual Registered
Shareholders have also entered into the Equity Pledge Agreements with Aidiken WFOE and Hangzhou Adicon,
pursuant to which the Contractual Registered Shareholders pledged all their equity interests in Hangzhou Adicon
in favor of Aidiken WFOE as security to guarantee the Contractual Registered Shareholders’ performance of the
contractual obligations under the Contractual Arrangement (including their obligations under the Exclusive Option

Agreement);

Pursuant to the Loan Agreements, Aidiken WFOE can demand from Ms. LAN Jia and Ms. LIAN Hailun repayment of
the Loans without cause at any time after serving 10 days notice as and when Aidiken WFOE considers appropriate
at its absolute discretion. The Loans can only be repaid by transferring all of the equity interests in Hangzhou Adicon
held by Ms. LAN Jia and Ms. LIAN Hailun to Aidiken WFOE (or its designee); and

Pursuant to a deed of undertaking dated March 19, 2021 given by all the partners of Hangzhou Kangming (namely
Mr. GAO Song, Mr. PAN Chao, Mr. WANG Chengdong and four other existing and previous senior employees who
are neither the Directors nor the senior management), each of the partners undertook that he/she will ensure the
enforceability of the Contractual Arrangements.

In the event that Ms. LAN Jia, Ms. LIAN Hailun or the partners of Hangzhou Kangming (namely Mr. GAO Song, Mr. PAN
Chao, Mr. WANG Chengdong and four other existing and previous senior employees who are neither the Directors nor the

senior management) terminate their employment with the Group and/or its Shareholder (as the case may be), Aidiken

WFOE will exercise its option under the Exclusive Option Agreement to require Ms. LAN Jia, Ms. LIAN Hailun or Hangzhou

Kangming, to the extent permitted under the PRC laws, transfer their equity interests in Hangzhou Adicon to Aidiken

WFOE or its designee so that the Group can maintain the same level of protection in controlling Hangzhou Adicon and/or

enforcing the Contractual Arrangements.
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On January 1, 2020, the Foreign Investment Law ( {FFZE A RHEMBISNEG R E L) ) (the "FIL") and the Regulations for
Implementation of the Foreign Investment Law of the People's Republic of China (the “Implementation Regulations”)
came into effect and, replaced the previous laws regulating foreign investment in PRC, namely, the Sino-foreign Equity
Joint Venture Enterprise Law, the Sino-foreign Cooperative Joint Venture Enterprise Law and the Wholly Foreign-invested
Enterprise Law, together with their implementation rules and ancillary regulations. The FIL and its Implementation
Regulations embody an expected regulatory trend in PRC to rationalize its foreign investment regulatory regime in line
with prevailing international practice and the legislative efforts to unify the corporate legal requirements for both foreign
and domestic investments.

The FIL does not explicitly stipulate the contractual arrangements as a form of foreign investment. The FIL does not
mention concepts including “de facto control” and “controlling through contractual arrangements” nor does it specify the
regulation on controlling through contractual arrangements. Furthermore, the FIL does not specifically stipulate rules on
the Relevant Businesses. Instead, the FIL stipulates that “foreign investors invest in PRC through any other methods under
laws, administrative regulations, or provisions prescribed by the State Council’, which leaves leeway for future laws,
administrative regulations or provisions promulgated by the State Council to provide for contractual arrangements as a
method of foreign investment. On December 26, 2019, the Supreme People’'s Court issued the Interpretations on Certain
Issues Regarding the Applicable of Foreign Investment Law (the "FIL Interpretations”), which came into effect on January 1,
2020. In accordance with the FIL Interpretations, where a party concerned claims an investment agreement to be invalid
on the basis that it is for an investment in the prohibited or restricted industries under the negative list and violates the
restrictions set out therein, the courts should support such claim. In addition, the FIL does not specify what actions shall
be taken with respect to the existing companies with a contractual arrangement, whether or not these companies are
controlled by PRC entities and/or citizens.

The transactions contemplated under certain Contractual Arrangements constitute continuing connected transactions of
the Company under the Chapter 14A of the Listing Rules upon Listing, as the PRC Operating Entities will be treated as the
Company's wholly-owned subsidiaries, and their directors, chief executives or substantial shareholders (as defined in the
Listing Rules) and their respective associates will be treated as the connected persons of the Company.

In relation to the Contractual Arrangements, the Company has applied to the Stock Exchange for, and the Stock Exchange
has granted, a waiver pursuant to Rule 14A.102 of the Listing Rules from strict compliance with (i) the announcement,
circular and independent Shareholders’ approval requirements under Rule 14A.105 of the Listing Rules, (ii) the annual cap
requirement for the transactions under the Contractual Arrangements under Rule 14A.53 of the Listing Rules, and (iii) the
requirement for limiting the term of the Contractual Arrangements to three years or less under Rule 14A.52 of the Listing
Rules, for so long as the Shares are listed on the Stock Exchange subject, however, to the following conditions:

(i) no change to the Contractual Arrangements will be made without the approval of the independent non-executive
Directors;

(i)  save as described in paragraph (iv) below, no change to the agreements governing the Contractual Arrangements
will be made without the independent Shareholders’ approval. Once independent Shareholders’ approval of any
change has been obtained, no further announcement or approval of the independent Shareholders will be required
under Chapter 14A of the Listing Rules unless and until further changes are proposed. The periodic reporting
requirement regarding the Contractual Arrangements in the annual reports of the Company will, however, continue
to be applicable;
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(i) the Contractual Arrangements shall continue to enable the Group to receive the economic benefits derived by the
Consolidated Affiliated Entities;

(iv)  the Contractual Arrangements may be renewed and/or reproduced upon the expiry of the existing arrangements
or in relation to any existing or new wholly foreign-owned enterprise or operating company (including branch
companies) engaging in the same business as that of the Group which the Group might wish to establish when
justified by business expediency, without obtaining the approval of the Shareholders, on substantially the same
terms and conditions as the existing Contractual Arrangements; and

(v)  the Group will disclose details relating to the Contractual Arrangements on an ongoing basis.

Details of the waivers granted by the Stock Exchange are provided in “Waivers from Strict Compliance with the Listing
Rules” and “Connected Transactions” of the Prospectus.

The PRC Operating Entities are primarily engaged in the ICL business in China. The PRC Operating Entities contributed the
majority of the Group's financial positions and results of operations. The revenue of the PRC Operating Entities amounted
to RMB2,613.0 million for the Reporting Period, representing approximately 99.0% of the total revenue of the Group. As of
end of the Reporting Period, the total assets of the PRC Operating Entities amounted to RMB3,977.4 million, representing
approximately 82.8% of the total assets of the Group.

Save as disclosed above, there were no other new contractual arrangements entered into, renewed and/or reproduced
between the Group and the PRC Operating Entities during the Reporting Period. There was no material change in the
Contractual Arrangements and/or the circumstances under which they were adopted during the Reporting Period, and
none of the Contractual Arrangements had been unwound because none of the restrictions that led to the adoption of the
Contractual Arrangements had been removed. The Group had not encountered any interference or encumbrance from any
PRC governing bodies in operating its businesses through the PRC Operating Entities under the Contractual Arrangements.

The independent non-executive Directors have reviewed the Contractual Arrangements outlined above, and confirmed
that:

(i) The transactions under the Contractual Arrangements carried out during the Reporting Period have been entered
into in accordance with the relevant provisions of the Contractual Arrangements;

(i) No dividends or other distributions have been made by the PRC Operating Entities to the holders of its equity
interests which are not otherwise subsequently assigned or transferred to the Group during the Reporting Period;
and

(i) Any new contracts entered into, renewed or reproduced between the Group and the PRC Operating Entities during
the Reporting Period are fair and reasonable, or advantageous to the Shareholders, so far as the Group is concerned
and in the interests of the Company and the Shareholders as a whole.

The Auditor has carried out review procedures in accordance with Hong Kong Standard on Assurance Engagements 3000
(Revised) “Assurance Engagements Other Than Audits or Reviews of Historical Financial Information” and with reference
to Practice Note 740 (Revised) “Auditor’s Letter on Continuing Connected Transactions under the Hong Kong Listing Rules”
issued by the Hong Kong Institute of Certified Public Accountants annually on the transactions carried out pursuant to the
Contractual Arrangements.
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Contractual Arrangements: (1) nothing has come to their attention that causes the Auditor to believe that the disclosed
transactions under the Contractual Arrangements have not been approved by the Board; (2) nothing has come to their
attention that causes the Auditor to believe that the transactions were not entered into, in all material respects, in
accordance with the relevant agreements under the Contractual Arrangements governing such transactions; and (3)
nothing has come to their attention that causes the Auditor to believe that there were dividends or other distributions
made by the PRC Operating Entities to the holders of their equity interests which were not otherwise subsequently
assigned or transferred to the Group.

EMPLOYEE INCENTIVE PLANS AND EQUITY-LINKED ACTIVITIES

As of the date of this annual report, the Company has adopted four share schemes, namely, the senior executive incentive
plan (the "Senior Executive Incentive Plan”), the senior management incentive plan (the "Senior Management Incentive
Plan’, together with the Senior Executive Incentive Plan, the “2019 Incentive Plans”), the 2024 Incentive Plan and the 2025
Incentive Plan.

The 2019 Incentive Plans were both adopted and approved on July 9, 2019, and subsequently amended and restated
on November 7, 2020, April 14, 2021 and October 1, 2021. The purpose of the 2019 Incentive Plans is to give eligible
employees an opportunity to have a personal stake in the Company so as to motivate them to optimize their performance
and efficiency to the Group and/or to reward them for their past contributions, to attract and retain or otherwise maintain
on-going relationships with such eligible employees who are significant to and/or whose contributions are or will be
beneficial to the performance, growth and success of the Group. The Senior Executive Incentive Plan is for retaining and
motivating the senior executive of the Group, and the Senior Management Incentive Plan is for retaining and motivating
the other senior management members of the Group.

The overall limit on the number of underlying Shares pursuant to the 2019 Incentive Plans is 66,205,516 Shares. Before
the Listing, the underlying Shares of options and/or RSUs under the 2019 Incentive Plans had already been fully issued
and there is no more Share available for issue. As of December 31, 2025, 6,000,000 RSUs were outstanding and no options
were outstanding under the 2019 Incentive Plans.

For more details of the 2019 Incentive Plans, please refer to “D. Employee Incentive Plans” of “Appendix IV - Statutory and
General Information” of the Prospectus.
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The 2024 Incentive plan was adopted and approved on March 28, 2024 (the “Adoption Date”). A summary of the principal
terms of the 2024 Incentive Plan are set out below:

Purpose

The purpose of the 2024 Incentive Plan is to give 2024 Eligible Participants (as defined below) an opportunity to have a
personal stake in the Company so as to motivate them to optimize their performance and efficiency to the Group and/or
to reward them for their past contributions, to attract and retain or otherwise maintain on-going relationships with such
2024 Eligible Participants who are significant to and/or whose contributions are or will be beneficial to the performance,
growth and success of the Group.

The options and RSUs to be granted under the 2024 Incentive Plan are funded by existing Shares only, and does not
involve the grant by the Company to any 2024 Eligible Participants of (a) any new Shares, or (b) options over any new
Shares. The 2024 Incentive Plan constitutes a share scheme under Chapter 17 of the Listing Rules and shall be subject
to the applicable disclosure requirements under Rule 17.12 of the Listing Rules. As the 2024 Incentive Plan does not
constitute a scheme involving the issue of new Shares, the adoption of such scheme is not subject to approval by the
Shareholders.

2024 Eligible Participants and 2024 Plan Administrator

Any employees of the Group, service provider(s) or related entity participant(s) (the 2024 Eligible Participants”) who the
administrator (the “2024 Plan Administrator”) of the 2024 Incentive Plan, in his or her absolute discretion determines is
eligible to be granted an option or RSU under the 2024 Incentive Plan.

2024 Plan Administrator is any individual who is authorized by the Board to carry out the function under the 2024
Incentive Plan.

Maximum Number of Shares Available for Issue

The maximum number of options and RSUs that may be granted under the 2024 Incentive Plan in aggregate shall be up
to such number of Shares to be purchased by the trustee entrusted by the Company for the purposes of, among others,
purchasing existing Shares in the secondary market as authorized by the Board from time to time at the market trading
price. Options and/or RSUs lapsed or cancelled in accordance with the terms of the 2024 Incentive Plan will not be
counted for the purpose of calculating the aggregate maximum number of options and RSUs to be granted under the 2024
Incentive Plan.

As of December 31, 2025, 9,416,703 Shares have been purchased by the trustee for the purpose of the 2024 Incentive Plan
and 5,175,000 RSUs were outstanding under the 2024 Incentive Plan, representing approximately 1.29% and 0.71% of the
total issued Shares (excluding treasury Shares) as of the date of this annual report, respectively.
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Maximum Entitlement of Each Participant

There is no specific limit on the maximum entitlement of each 2024 Eligible Participant under the 2024 Incentive Plan.

Exercise Period

The 2024 Plan Administrator determines the latest date on which the option may be exercised, as specified in the relevant
grant letter.

Vesting Period

The 2024 Plan Administrator determines the vesting period for options and/or RSUs, as specified in the relevant grant
letter. After any time after grant of option, the 2024 Plan Administrator may, in his or her sole discretion and subject to
whatever terms and conditions he or she selects, accelerate the period during which an option vests.

Consideration Payable for Options or RSUs

No consideration shall be payable for the grant of the options and/or RSUs under the 2024 Incentive Plan.

Basis of Determining the Exercise Price or Purchase Price

The 2024 Plan Administrator determines the exercise price of the option granted and/or the purchase price of the RSUs
granted, as specified in the relevant grant letter.

Remaining Life
The 2024 Incentive Plan shall continue in effect for a term of ten years from its date of effectiveness. The remaining life of

the 2024 Incentive Plan is over eight years.

The following table shows the details of outstanding RSUs granted under the 2024 Incentive Plan during the Reporting
Period:

Number of Shares underlying RSUs

Outstanding
as of Outstanding Weighted
beginning Granted Vested Lapsed Cancelled asof  average closing
of the during the during the during the during the endofthe price per Share
Name and Category Reporting Reporting Reporting Reporting Reporting Reporting before the
of grantee Date of grant Vesting period Purchase price Period Period Period Period Period Period date of vest
Senior Management " October 31, 2024 March 2025-March 2028~ HKD7.91 9,150,000 - - - 3,975,000 5,175,000 -

Note:

(1) Such senior management was not the five highest paid individuals during the Reporting Period.
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The 2025 Incentive Plan was adopted and approved on May 26, 2025. A summary of the principal terms of the 2025
Incentive Plan are set out below:

Purpose

The purpose of the 2025 Incentive Plan is to give 2025 Eligible Participants (as defined below) an opportunity to have a
personal stake in the Company so as to motivate them to optimize their performance and efficiency to the Group and/or
to reward them for their past contributions, to attract and retain or otherwise maintain on-going relationships with such
2025 Eligible Participants who are significant to and/or whose contributions are or will be beneficial to the performance,
growth and success of the Group.

The options and RSUs to be granted under the 2025 Incentive Plan (the “Award”) may be settled by the allotment and
issue of newly issued Shares or transfer of treasury Shares, as determined by the Board at its discretion.

2025 Eligible Participants and 2025 Plan Administrator

The Board may, at its absolute discretion, offer to grant Awards to any of the following classes of 2025 Eligible Participants
to subscribe for such number of Shares as the Board may determine: (a) any employee or director of a Group Company
(including executive, non-executive and independent non-executive directors of the Company) (the “2025 Employee
Participants”); and (b) any director or employee of any of the holding companies, fellow subsidiaries or associated
companies of the Company (the "Related Entity Participants”, collectively with the 2025 Employee Participants, the "2025
Eligible Participants”). The basis of eligibility of any 2025 Eligible Participant shall be determined by the Board from time
to time at its absolute discretion on the basis of the 2025 Eligible Participant’s contribution or potential contribution to
a Group Company. The administrator of the 2025 Incentive Plan (the “2025 Plan Administrator”) shall finally determine
whether a person is a 2025 Eligible Participant under the 2025 Incentive Plan.

The 2025 Plan Administrator is any individual who is authorized by the Board to carry out the functions under the 2025
Incentive Plan.

Maximum Number of Shares Available for Issue

The maximum number of Shares which may be issued upon exercise of all Award to be granted under the 2025 Incentive
Plan, together with options and awards which may be issued under other share scheme(s) shall not in aggregate exceed
3% of the total number of Shares in issue, excluding treasury Shares (the "Scheme Mandate Limit") as at the date of
approval of the 2025 Incentive Plan, being 21,769,298 Shares, unless Shareholders’ approval has been obtained. Awards
lapsed or forfeited in accordance with the terms of the 2025 Incentive Plan will not be regarded as utilised for the purpose
of calculating the Scheme Mandate Limit. Within the Scheme Mandate Limit, no option or award may be granted to service
providers under the 2025 Incentive Plan.

During the year ended December 31, 2025, no Award was granted by the Company under the 2025 Incentive Plan.

Maximum Entitlement of Each Participant

The total number of Shares issued and to be issued in respect of all options and awards granted to each 2025 Eligible
Participant under the 2025 Incentive Plan and any other share scheme(s) (excluding options and awards that have lapsed
in accordance with the terms of the relevant share scheme(s)) in any 12-month period up to and including the date of
such grant shall not in aggregate exceed 1% of the total number of Shares in issue (the “1% Individual Limit"), unless
Shareholders’ approval in general meeting has been obtained in accordance with the requirements of the Listing Rules
and the rules of the 2025 Incentive Plan.
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Exercise Period

In respect of any particular Award, the period for the exercise of an Award is to be determined by the Board (in its absolute
discretion) to any individual who holds an Award or, where applicable, his personal representatives (the “Grantee”) at the
time of making an offer, but in any event shall not exceed 10 years from the date of grant of the Award.

Vesting Period

The vesting period for any Awards granted to any Grantee shall not be less than 12 months from the date of grant of such
Awards, unless reviewed and approved by the Board and complied in accordance with Rule 17.03F of the Listing Rules.
The Board may determine a shorter vesting period on Awards granted to any 2025 Employee Participants if the Board
and/or the Remuneration Committee as deemed appropriate, including where: (i) grants of “make-whole” Awards to the
2025 Employee Participants who newly joined the Group to replace the share options/awards they forfeited when leaving
the previous employers; (ii) grants to a 2025 Employee Participant whose employment is terminated due to disability
or occurrence of any out of control event; (iii) grants that are made in batches during a year for administrative and
compliance reasons, which may include Awards that should have been granted earlier but had to wait for a subsequent
batch, in such cases, the vesting date may be adjusted to take account of the time from which the Awards would have
been granted if not for such administrative or compliance requirements; (iv) grants of Awards with a mixed or accelerated
vesting schedule such that the Awards may vest evenly over a period of 12 months; and (v) grants of Awards with a total
vesting and holding period of more than 12 months.

Consideration Payable for Awards

No consideration shall be payable for the grant of any Award under the 2025 Incentive Plan.

Basis of Determining the Exercise Price or Purchase Price

The exercise price of a Share in respect of any particular Award granted under the 2025 Incentive Plan using new Shares
shall be determined by the Board in its absolute discretion, save that such price shall be at least the higher of: (i) the
closing price of the Shares as stated in the Stock Exchange's daily quotations sheet on the date of grant, which must be a
business day; (ii) the average closing price of the Shares as stated in the Stock Exchange’s daily quotations sheets for the
5 business days immediately preceding the date of grant; and (iii) the nominal value of the Shares.

Remaining Life

The 2025 Incentive Plan shall be valid and effective for a period of 10 years commencing on the adoption date, after which

period no further Awards will be granted. The remaining life of the 2025 Incentive Plan is over 9 years.

As at the date of this annual report, the Company has not issued any convertible bonds.

Save as disclosed in “— Employee Incentive Plans and Equity-Linked Activities” of this Directors’ report, no equity-linked
agreements that will or may result in the Company issuing shares, or that require the Company to enter into any agreements
that will or may result in the Company issuing shares, were entered into by the Company during the Reporting Period.

As of end of the Reporting Period, the Directors were not aware of any circumstances giving rise to the disclosure
obligations under Rules 13.20, 13.21 and 13.22 of the Listing Rules.
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The Directors are not aware of any significant event requiring disclosure that has taken place subsequent to end of the

Reporting Period and up to the date of this report.

By order of the Board

ADICON Holdings Limited

Mr. WANG Legang

Executive Director, Interim CEO, COO and Group General Manager

Hong Kong, March 25, 2026
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The Board has committed to maintaining good corporate governance standards. The Board believes that good corporate
governance standards are essential in providing framework for the Group to safeguard the interests of Shareholders and
to enhance corporate value and accountability.

The Board considers that during the year ended December 31, 2025, the Company has applied the principles and complied
with the code provisions set out in the CG Code. Key corporate governance principles and practices of the Company as well
as the foregoing deviation, if any, are summarized below.

The Company recognizes that a good corporate culture is essential to support and complement its corporate governance
efforts and corporate image, and has developed a corporate culture emphasizing on lawful, ethical and responsible
business conduct over the years, which has been reflected in the overall operations and management of the Group. In
order to promote open communication in the workplace and high ethical standards among staff and management of
the Group, the Group has established anti-corruption and whistle-blowing policies and training, to provide guidance
on identifying potential breaches or improper behaviour, reporting procedures and consequences of violations of such
policies. For further details on the Group's anti-corruption and whistle-blowing policies, please see the environmental,
social and governance report.

A. THE BOARD

The Board is responsible for the leadership, control and management of the Company and overseeing the
Group's business, strategic decision and performances in the attainment of the objective of ensuring effective
functioning and growth of the Group and enhancing value to investors. All the Directors carry out their duties
in good faith, take decisions objectively and act in the interests of the Company and Shareholders at all times.

The Board reserves for its decision on all major matters of the Company, including the approval and
monitoring of all policy matters, overall strategies and budgets, risk management and internal control
systems, material transactions (in particular those that may involve conflict of interests), financial information,
appointment of Directors and other significant financial and operational matters.

All Directors have timely access to all relevant information as well as the advice and services of the senior
management and the joint company secretaries, with a view to ensuring compliance with Board procedures
and all applicable laws and regulations. Any Director may request for independent professional advice in
appropriate circumstances at the Company’s expense, upon reasonable request made to the Board.

The senior management is delegated the authority and responsibilities with clear directions by the Board
for the day-to-day management and operation of the Group. The delegated functions and work tasks are
periodically reviewed. Approval has to be obtained from the Board prior to any significant transactions entered
into by the senior management. The Board has the full support of the senior management to discharge its
responsibilities.
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A2. Board Composition

The composition of the Board as at the date of this report is as follows:

-

Length of
Tenure as Director Current
(Approx. Period of
No. of Year(s)) Appointment

Executive Director:
Mr. WANG Legang (Chief operating officer and
a member of the Strategy Committee) 0.2 3years

Non-executive Directors:
Ms. YANG Ling (Chairwoman of the Board and
the Nomination Committee, and a member of

the Strategy Committee and the Remuneration Committee) 7.5 3years
Mr. LIN Jixun (@ member of the Strategy Committee) 17.4 3 years
Mr. LI Bo (@ member of the Strategy Committee) 0.2 3 years
Mr. ZHOU Mintao (Chairman of the Strategy Committee) 1.9 3 years

Independent non-executive Directors:
Mr. Ml Brian Zihou (Chairman of the Remuneration Committee,

and a member of the Audit Committee) 5.0 3years
Mr. YEH Richard (Chairman of the Audit Committee and

member of the Nomination Committee) 4.8 3 years
Mr. ZHANG Wei (a member of the Audit Committee,

the Remuneration Committee and the Nomination Committee) 2.9 3years

On August 15, 2025, Mr. WANG Legang was appointed as the chief operating officer and the general manager
of the Group.

On August 22, 2025, Mr. ZHU Jonathan was appointed as a non-executive Director and a member of the
Strategy Committee.

On November 9, 2025, Mr. ZHU Jonathan resigned as a non-executive Director and a member of the Strategy

Committee.

On February 13, 2026, Mr. WANG Legang was appointed as an executive Director and a member of the
Strategy Committee.

On February 24, 2026, Ms. FENG Janine Junyuan resigned as a non-executive Director and a member of the
Strategy Committee. Mr. LI Bo was appointed as a non-executive Director and a member of the Strategy
Committee on the same day.
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On March 2, 2026, Mr. GAO Song resigned as an executive Director and a member of the Strategy Committee.
Mr. GAO Song also resigned as the chief executive officer of the Company with effect from March 20, 2026. Mr.
WANG Legang was appointed as the interim chief executive officer of the Company with effect from March 20,
2026.

Throughout the year ended December 31, 2025, the Board has met the requirements of the Listing Rules 3.10
and 3.10A of having a minimum of three independent non-executive Directors (representing at least one-third
of the Board) with one of them, being Mr. YEH Richard, possessing appropriate professional qualifications and
accounting and related financial management expertise.

The members of the Board have skills and experience appropriate for the business requirements and
objectives of the Group. The executive Director is responsible for the businesses and functional divisions of the
Group. The non-executive Directors scrutinize the performance of management in achieving agreed corporate
goals and objectives and monitor the Group's performance reporting. The independent non-executive Directors
bring different businesses and financial expertise, experiences and independent judgement to the Board and
they constitute the majority of the Audit Committee, Remuneration Committee and Nomination Committee
of the Company. Through participation in Board meetings and taking the lead in managing issues involving
potential conflicts of interests, the independent non-executive Directors have made contributions to the
effective direction of the Company and provided adequate checks and balances to safeguard the interests of
both the Group and the Shareholders.

To the best knowledge of the Directors, the Directors and senior management have no financial, business,
family or other material/relevant relationships with one another. The Company has received written annual
confirmation from each independent non-executive Director of his/her independence pursuant to the
requirements of the Listing Rules. The Company considers all independent non-executive Directors to be
independent with reference to the independence guidelines set out in the Listing Rules.

The Company has established mechanisms to ensure independent views and input are available to the Board

and conducted review of such mechanisms on an annual basis.

All Directors are entitled to seek, at the Company’'s expense, independent professional advice reasonably
necessary for discharging their duties as Directors.

The Nomination Committee annually assesses the independence of each independent non-executive Director
during his term of appointment. The Company received from each of the independent non-executive Directors
a written confirmation of his independence pursuant to Rule 3.13 and paragraph 12B of Appendix D2 to
the Listing Rules. Based on such confirmations and the report of the Nomination Committee, the Company
considers that all the independent non-executive Directors continue to demonstrate strong independence and
all remain independent. The Board has reviewed the implementation and effectiveness of the mechanisms
and considered them to be effective for the year ended December 31, 2025.
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According to the Articles of Association, one-third of the Directors for the time being, (if their number is not
three or a multiple of three, the number nearest to but not less than one-third) shall retire from office by
rotation at each annual general meeting provided that every Director shall be subject to retirement by rotation
at least once every three years. The retiring Directors should be eligible for re-election at the relevant annual
general meeting. In addition, any new Director appointed by the Board to fill a casual vacancy or as an addition
to the Board shall hold office only until the first annual general meeting of the Company after his appointment.
The Director appointed by the Board as aforesaid shall be eligible for re-election at the relevant general
meeting.

Each Director (including the non-executive Directors and independent non-executive Directors) is engaged for
a term of three years. They are subject to retirement and re-election in accordance with the provisions of the
Articles of Association as mentioned above.

To ensure Directors’ contribution to the Board remains informed and relevant, all Directors must participate
in continuous professional development to develop and refresh their knowledge and skills for a proper
understanding of the Company’'s business, operations and governance policies and full awareness of their
responsibilities under statute and common law, the Listing Rules, legal and other regulatory requirements.

Each Director must receive continuous professional development in each financial year of the Company,
which must at least cover: (i) the roles, functions and responsibilities of the Board, its committees and its
Directors, and board effectiveness (“Topic 17); (ii) the Company's obligations and Directors’ duties under Hong
Kong laws and the Listing Rules, and key legal and regulatory developments (including Listing Rule updates)
relevant to the discharge of such obligations and duties (“Topic 2"); (iii) corporate governance and ESG matters
(including developments on sustainability or climate-related risks and opportunities relevant to the issuer and
its business ("Topic 3"); (iv) risk management and internal controls (“Topic 4"); and (v) updates on industry-
specific developments, business trends and strategies relevant to the Company (“Topic 5") (altogether, the
“Topics”).

Each newly appointed Director will receive formal induction on the first occasion of his/her appointment, so
as to ensure that he/she has appropriate understanding of the business and operations of the Group and
that he/she is fully aware of his/her responsibilities and obligations under the Listing Rules and relevant
regulatory requirements. Such induction shall be supplemented by visits to the Company’s key laboratories
and meetings with senior management of the Company. In addition, each newly appointed Directors who (i)
have no prior experience as a director of an issuer listed on the Main Board and GEM of the Stock Exchange; or
(ii) have not served as a director of an issuer listed on the Main Board or GEM of the Stock Exchange within the
three years prior to their appointment (each a “First-time Directors”), must complete no less than 24 hours
of the continuous professional development within 18 months of the date of his/her appointment. First-time
Directors who have served as a director of an issuer listed on an exchange other than the Main Board or GEM
of the Stock Exchange within the three years prior to their appointment must complete no less than 12 hours
of the continuous professional development within 18 months of the date of their appointment.
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During the year ended December 31, 2025, Mr. ZHU Jonathan has been appointed as a non-executive Director
and has obtained the legal advice as referred to in Rule 3.09D of the Listing Rules on August 22, 2025 and has
confirmed that he understood his obligations as a director of a listed issuer under the Listing Rules.

The existing Directors are continually updated with legal and regulatory developments, and the business and
market changes to facilitate the discharge of their responsibilities. Trainings and professional development
for Directors are arranged whenever necessary. In addition, reading material on new or changes to salient
laws and regulations applicable to the Group are provided to Directors from time to time for their studying and

reference.

The Directors are required to submit to the Company details of the trainings they received in each financial
year for the Company’'s maintenance of proper training records of the Directors. The Company has received
from the Directors the confirmations on taking continuous professional training course during the year ended
31 December 2025. According to the training records currently maintained by the Company, during the year
ended December 31, 2025, the Directors have complied with the code provisions C.1.1 and C.1.4 of the CG Code
on participation in continuous professional training and the Directors’ training hours by topic during the year

ended 31 December 2025 are as follows:

-

Total
number of
Coverage of training Topics training
Name of Directors Topic 2 Topic 3 Topic 4 hours
Mr. GAO Song! v v v v v 7
Ms. YANG Ling 4 v v v 7
Mr. LIN Jixun v v v v v 7
Ms. FENG Janine Junyuan®? v v v v v 7
Mr. ZHU Jonathan © 4 v v 2
Mr. ZHOU Mintao 4 v v 4 v 7
Mr. Ml Brian Zihou v v v v v 7
Mr. YEH Richard v v v v v 7
Mr. ZHANG Wei 4 v 4 v v 7
Notes:
(1) Mr. GAO Song resigned as an executive Director on March 2, 2026.
(2) Ms. FENG Janine Junyuan resigned as a non-executive Director on February 24, 2026.
(3) Mr. ZHU Jonathan was appointed as a non-executive Director on August 22, 2025 and resigned on November 9, 2025.
(4) All trainings are conducted through seminars/webinars held by professional organisations and/or self-study materials provided by

the Company to the Directors.
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A5. Directors’ Attendance Records at Meetings

The attendance records of each Director at the Board and Board committee meetings and the general meeting
of the Company held during the year ended December 31, 2025 are set out below:

‘| Attendance/Number of Meetings

Annual Extraordinary

Audit Remuneration  Nomination  Strategy General General

Name of Director Committee  Committee Committee Committee Meeting Meeting

Executive Director:
Mr. GAO Song" 5 4 1 1

Non-executive Directors:

Ms. YANG Ling 5 3 3 b4 1 1
Mr. LIN Jixun 5 b4 1 1
Ms. FENG Janine
Junyuan® 5 A 1 1
Mr. ZHU Jonathan © 1 1 — —
Mr. ZHOU Mintao 5 b4 1 1
Independent
non-executive Directors:
Mr. MI Brian Zihou 5 3 3 1 1
Mr. YEH Richard 5 3 3 1 1
Mr. ZHANG Wei 5 3 3 3 1 1
Notes:
(1) Mr. GAO Song resigned as an executive Director and a member of the Strategy Committee on March 2, 2026.
(2) Ms. FENG Janine Junyuan resigned as a non-executive Director and a member of the Strategy Committee on February 24, 2026.
(3) Mr. ZHU Jonathan was appointed as a non-executive Director and a member of the Strategy Committee on August 22, 2025 and

resigned on November 9, 2025.

In addition, the Chairwoman held a meeting with the independent non-executive Directors without the
presence of other Directors during the year ended December 31, 2025.
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The Board meets to review the Company's key activities. Board meetings are held at least four times a year at
approximately quarterly interval to discuss and review the objectives, strategies and policies of the Company,
including any significant acquisitions and disposals, annual budget, financial performance and to approve
the release of the financial results. Ad-hoc Board meetings will be held, as and when necessary, to address
significant transactions or issues that may arise in between regular meetings.

The Company has adopted the Model Code as its own code of conduct regarding dealings in the securities of
the Company by the Directors and the Group’s senior management who, because of their office or employment,
are likely to possess inside information of the Company and/or securities. Specific enquiry has been made of
all the Directors and they have confirmed their compliance with the Model Code throughout the year ended
December 31, 2025. In addition, no incident of non-compliance of the Model Code by the senior management
of the Group was noted during the year ended December 31, 2025.

In case when the Company is aware of any restricted period for dealings in the Company's securities, the
Company will notify its Directors and senior management in advance.

The Board is responsible for performing the corporate governance functions set out in the code provision A.2.1
of the CG Code.

During the year under review, the Board has performed corporate governance functions as follows: (i)
reviewed and developed the Company's corporate governance policies and practices; (ii) reviewed and
monitored the training and continuous professional development of Directors and senior management;
(i) reviewed and monitored the Company’s policies and practices on compliance with legal and regulatory
requirements; (iv) reviewed and monitored the compliance of the Model Code; and (v) reviewed the Company's
compliance with the CG Code and disclosure in the Corporate Governance Report.

B. BOARD COMMITTEES

The Company has four Board committees, namely, the Remuneration Committee, the Nomination Committee, the
Audit Committee and the Strategy Committee, for overseeing particular aspects of the Company's affairs. All Board
committees have been established with defined written terms of reference which are available on the websites of
the Company and the Stock Exchange. All the Board committees should report to the Board on their decisions or
recommendations made.

All Board committees are provided with sufficient resources to discharge their duties and, upon reasonable request,
are able to seek independent professional advice in appropriate circumstances, at the Company's expenses.
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The Remuneration Committee currently comprises a total of three members, being one non-executive Director,
namely Ms. YANG Ling, and two independent non-executive Directors, namely Mr. Ml Brian Zihou (chairman
of the Remuneration Committee) and Mr. ZHANG Wei. Throughout the year ended December 31, 2025, the
Company has met the Listing Rules requirements of having the majority of the Remuneration Committee
members being independent non-executive Directors as well as having the Remuneration Committee chaired
by an independent non-executive Director.

The principal responsibilities of the Remuneration Committee include making recommendations to the Board
on the Company’'s remuneration policy and structure and on the remuneration packages of Directors and
members of senior management (i.e. the model described in the code provision E.1.2(c)(ii) of the CG Code
is adopted). The Remuneration Committee is also responsible for establishing transparent procedures for
developing such remuneration policy and structure to ensure that no Director or any of his/her associates will
participate in deciding his/her own remuneration, which remuneration will be determined by the Board with
reference to the performance of the individual and the Company as well as market practice and conditions.
The Remuneration Committee is also responsible for reviewing and/or approving matters relating to share
schemes under Chapter 17 of the Listing Rules.

During the year ended December 31, 2025, the Remuneration Committee has reviewed the existing
remuneration policy and structure of the Company, assessed performance of executive Director, approved
the terms of service contracts/letters of appointment of Directors, considered and made recommendations
to the Board on the remuneration packages of Directors and senior management, the proposed remuneration
package of the proposed independent non-executive Director, recommended the adoption of the 2025 Incentive
Plan, approved the grant of options and/or RSUs under the Employee Incentive Plans, and ensured that share
options and RSUs offered by the Company to its Directors and employees during the year ended December
31, 2025 are in accordance with Chapter 17 of the Listing Rules and share schemes are in compliance with
applicable laws and regulations and made relevant recommendations to the Board.

The attendance records of each Remuneration Committee member in the Remuneration Committee meetings
are set out in section Ab above.
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B2.

Pursuant to code provision E.1.5 of the CG Code, the annual remuneration of the members of the senior

management by band for the year ended December 31, 2025 is set out below:

-

Number
Remuneration band (HK$) of individual
1,000,001 to 1,500,000 1
1,500,001 to 2,000,000 1
2,000,001 to 2,500,000 —
2,500,001 to 3,000,000 1
3,000,001 to 3,500,000 —
5,000,001 to 5,500,000 1

The amount of remuneration includes the amortisation of the fair value of share-based compensation,
wages, salaries, bonus, contribution to social securities and housing fund. Details of the remuneration of each
Director for the year ended December 31, 2025 are set out in note 10 to the consolidated financial statements
contained in this annual report.

Nomination Committee

The Nomination Committee currently comprises a total of three members, being one non-executive Director
and the chairwoman of the Board, namely Ms. YANG Ling (chairwoman of the Nomination Committee), and
two independent non-executive Directors, namely Mr. YEH Richard and Mr. ZHANG Wei. Throughout the year
ended December 31, 2025, the Company has met the Listing Rules requirements of having a majority of the
Nomination Committee members being independent non-executive Directors and having the Nomination
Committee chaired by the chairwoman of the Board.

The principal responsibilities of the Nomination Committee include reviewing the structure, size and
composition (including the skills, knowledge and experience) of the Board on a regular basis, assisting the
Board in maintaining a Board skills matrix, and recommending any changes to the Board; identifying qualified
and suitable individuals to become Board members and selecting and making recommendations to the Board
on the selection of individuals nominated for directorships; assessing the independence of independent non-
executive Directors; making recommendations to the Board on relevant matters relating to the appointment or
re-appointment of Directors and succession planning for Directors, in particular, the chairwoman and the chief
executive of the Company; and supporting the Company's regular evaluation of the Board's performance.

In selecting candidates for directorship of the Company, the Nomination Committee may make reference to
certain criteria such as the Company's needs, the diversity on the Board, the integrity, experience, skills and
professional knowledge of the candidate and the amount of time and effort that the candidate will devote to
discharge his/her duties and responsibilities. External recruitment professionals might be engaged to carry
out selection process when necessary.
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The Company also recognizes and embraces the benefit of having a diverse Board to enhance the quality of
its performance. To comply with Rule 13.92 and Appendix C1 to the Listing Rules, a Board diversity policy
was adopted by the Company, pursuant to which the Nomination Committee is responsible for monitoring
the implementation of the Board diversity policy and assessing the Board composition under diversified
perspectives (including but not limited to gender, age, cultural and educational background, or professional
experience). The Nomination Committee shall report its findings and make recommendation to the Board,
if any. Such policy and objectives will be reviewed from time to time to ensure their appropriateness in
determining the optimum composition of the Board. As of the date of this annual report, the Board consisted
of eight Directors, including one female Director and professionals in law and accounting, and the Board has
achieved diversity in its membership in terms of gender, professional background and skill, etc. As of the date
of this annual report, 3 out of 12 of senior management of the Company are female. As of December 31, 2025,
the Group had a total of 2,887 female staff out of 5,071 employees, representing 56.9% of the employees of
the Group. The Group will continue to take opportunities to increase the proportion of female board members
and workforce over time as and when suitable candidates are identified. For further details, please refer to the
Environmental, Social and Governance Report of the Company.

The Board and the Nomination Committee have reviewed the implementation and effectiveness of the board
diversity policy and considered it to be effective for the year ended December 31, 2025.

The Company has adopted the director nomination policy. Such policy, devising the criteria and process of
selection and performance evaluation, provides guidance to the Board on nomination and appointment of
Directors. In designing the Board's composition, the Nomination Committee and the Board take into account
a wide range of aspects, including but not limited to gender, socioeconomic background, age, cultural and
educational background, ethnicity, professional experience, skills, knowledge, length of service and any other
factors that the Board may consider relevant and applicable from time to time. High emphasis is placed on
ensuring a balanced composition of skills and experience at the Board level in order to provide a range of
perspectives and insights that enable the Board to discharge its duties and responsibilities effectively, support
good decision making in view of the core businesses and strategy of the Group, and support succession
planning and development of the Board. The Board believes that the defined selection process is good
for corporate governance in ensuring the Board continuity and appropriate leadership at Board level, and
enhancing better Board effectiveness and diversity as well as in compliance with the applicable rules and
regulations.

During the year ended December 31, 2025, the Nomination Committee has performed the following major
works:

- Review of the structure, size and composition of the Board to ensure that it has a balance of expertise,
skills and experience appropriate to the requirements for the business of the Group;

- Recommendation on the re-election of the retiring Directors at the forthcoming annual general meeting;
- Assessment of the independence of all the independent non-executive Directors;

N Recommendation of the appointment of the proposed non-executive Director and change of committee
composition;

- Review of the Board diversity policy.

In assessing the Board composition, the Nomination Committee considered an appropriate balance of diversity
perspectives of the Board is maintained. The attendance records of each Nomination Committee member in
the Nomination Committee meetings are set out in section Ab above.
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The Company has met the Listing Rules requirements regarding the composition of the Audit Committee
throughout the year ended December 31, 2025. The Audit Committee currently comprises a total of three
members, being three independent non-executive Directors, namely Mr. Ml Brian Zihou, Mr. YEH Richard and
Mr. ZHANG Wei. The chairman of the Audit Committee is Mr. YEH Richard who possesses the appropriate
professional qualification, and accounting and financial management expertise as required under Rule 3.10(2)
of the Listing Rules. None of the members of the Audit Committee is a former partner of the Company's
existing external auditor.

The main duties of the Audit Committee are reviewing the financial information and reports of the Group and
considering any significant or unusual items raised by the financial officers of the Group or external auditor
before submission to the Board; reviewing the relationship with and the terms of appointment of the external
auditor and making relevant recommendations to the Board; and reviewing the Company'’s financial reporting
system, risk management and internal control systems and the effectiveness of the internal audit function.

During the year ended December 31, 2025, the Audit Committee has performed the following major works:

- Consideration and recommendation of the re-appointment of Ernst & Young as the external auditor of
the Company;

- Review and discussion of the annual financial statements, results announcement and report for the year
ended December 31, 2024, the related accounting principles and practices adopted by the Group and the
relevant audit findings, the report from the management on the Company'’s financial reporting system,
internal control and risk management review and processes; and the major internal audit issues for the
year ended December 31, 2024 and the existing internal audit function of the Company;

- Review and discussion of the interim financial statements, results announcement and report for the six
months ended June 30, 2025 and the related accounting principles and practices adopted by the Group;

= Review of continuing connected transactions;

- Discussion of the nature, plan and scope of the Group's audit and the audit fee for the year ended
December 31, 2025; and

- Review of the arrangements for employees of the Group to raise concerns about possible improprieties
in the Group's financial reporting, internal control or other matters and the investigation process on the
reported cases.

The external auditor has attended all of the above meetings and discussed with the Audit Committee members
on issues arising from the audit and financial reporting matters. Besides, there is no disagreement between
the Board and the Audit Committee regarding the appointment of external auditor.

The attendance records of each Audit Committee member in the Audit Committee meetings are set out in
section Ab above.
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Strategy Committee

The Strategy Committee currently comprises a total of five members, being one executive Director, namely Mr.
WANG Legang, and four non-executive Directors, namely Mr. ZHOU Mintao, Ms. YANG Ling, Mr. LIN Jixun, and
Mr. LI Bo. Mr. ZHOU Mintao is the chairman of the Strategy Committee.

The main duties of the Strategy Committee are to formulate and evaluate the business development strategy
of the Group and to facilitate, monitor the implementation of the business development and the strategic
planning of the Group and make recommendations to the Board in relation to major corporate actions and
investments of the Group.

During the year ended December 31, 2025, the Strategy Committee has performed the following major works:
- Research, formulate and recommend the business development strategy of the Group;

- Research, formulate and recommend the implementation plan for implementing the business
development strategy of the Group;

- Monitor the implementation of the business development strategy of the Group and make
recommendations to the Board;

- Make recommendations to the Board when there is any significant matters affecting the development of
the Company; and

- Other duties as delegated by the Board.

The attendance records of each Strategy Committee member in the Strategy Committee meetings are set out
in section A5 above.

DIRECTORS’ RESPONSIBILITIES FOR FINANCIAL REPORTING IN RESPECT OF
THE FINANCIAL STATEMENTS

The Directors have acknowledged their responsibilities for preparing the financial statements of the Group for the
year ended December 31, 2025.

The Board is responsible for presenting a balanced, clear and understandable assessment of annual and interim

reports and other financial disclosures required under the Listing Rules and other regulatory requirements. The

management has provided such explanation and information to the Board as necessary to enable the Board to make

an informed assessment of the financial information and position of the Group put forward to the Board for approval.

There are no material uncertainties relating to events or conditions that may cast significant doubt on the Company’'s

ability to continue as a going concern.
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RISK MANAGEMENT AND INTERNAL CONTROLS

The Board acknowledges its responsibility for the risk management and internal control systems and reviewing
their effectiveness. Such systems are designed to manage rather than eliminate the risk of failure to achieve
business objectives, and can only provide reasonable and not absolute assurance against material misstatement or
loss.

The Board has the overall responsibility for evaluating and determining the nature and extent of the risks it is willing
to take in achieving the Company’s strategic objectives, and establishing and maintaining appropriate and effective
risk management and internal control systems. The Audit Committee assists the Board in leading the management
and overseeing their design, implementation and monitoring of the risk management and internal control systems.
The Board reviews the effectiveness of the risk management and internal control systems as well as the internal
audit function of the Company on an annual basis through the Audit Committee.

The Company has developed and adopted various risk management procedures and guidelines with defined
authority for implementation by key business processes and office functions, including production, procurement,
marketing, finance, human resources, and information technology. Self-evaluation has been conducted annually to
confirm that control policies are properly complied with by each department.

All departments conducted internal control assessment annually to identify risks that potentially impact the
business of the Group and various aspects including key operational and financial processes, regulatory compliance
and information security. The management, in coordination with department heads, assesses the likelihood of risk
occurrence, provides treatment plans, and monitors the risk management progress. The management has reported
to the Board and the Audit Committee on the effectiveness of the risk management and internal control systems for
the year ended December 31, 2025.

The Company'’s internal auditor is responsible for performing independent review of the adequacy and effectiveness
of the risk management and internal control systems. During the year under review, the internal auditor examined
key issues in relation to the accounting practices and all material controls and provided its findings to the Audit
Committee.

During the year ended December 31, 2025, the Board, as supported by the Audit Committee as well as the report
from the management and the internal audit findings, reviewed the effectiveness of the Group's risk management
and internal control systems, including the financial, operational and compliance controls, and considered that such
systems are effective and adequate.

The Company has developed its disclosure policy which provides a general guide to the Company’'s Directors,
officers, senior management and relevant employees in handling confidential information, monitoring information
disclosure and responding to enquiries.
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JOINT COMPANY SECRETARIES

Mr. WANG Lawrence Allen and Ms. SO Ka Man, are the Company's joint company secretaries. Ms. SO is a director
of company secretarial services of Tricor Services Limited, a global professional services provider specializing in
integrated business, corporate and investor services.

All Directors have access to the advice and services of the joint company secretaries on corporate governance and
board practices and matters. Mr. WANG has been designated as the primary contact person at the Company to work
and communicate with Ms. SO on the Company's corporate governance and secretarial and administrative matters.

Mr. WANG and Ms. SO have taken not less than 15 hours of relevant professional training and comply with the
requirement under Rule 3.29 of the Listing Rules for the year ended December 31, 2025.

EXTERNAL AUDITOR AND AUDITOR’S REMUNERATION

The statement of the external auditor of the Company, Ernst & Young, about their reporting responsibilities on the
Company'’s financial statements for the year ended December 31, 2025 is set out in the section headed “Independent
Auditor’s Report” in this annual report.

The fees paid/payable to Ernst & Young in respect of audit services and non-audit services for the year ended
December 31, 2025 are analyzed below. The remuneration for the audit services includes the service fees in
connection with audit and reviews of the Group. The non-audit services conducted by the Auditor mainly include

professional services on consultation.

-

Fees paid/

[EVE]] (]
Type of services provided by the external auditor (RMB’000)
Audit services 4,110
Non-audit services 1,253
TOTAL: 5,363
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G.

COMMUNICATIONS WITH SHAREHOLDERS AND INVESTORS

The Company has established the shareholders’ communication policy and believes that effective communication
with Shareholders is essential for enhancing investor relations and investors’ understanding of the Group's business
performance and strategies. The Group also recognizes the importance of transparent and timely disclosure of
corporate information, which enables Shareholders and investors to make informed investment decisions.

The Company maintains a website at www.adicon.com.cn as a communication platform with Shareholders and
investors, where information and updates on the Company’'s business developments and operations and other
information are available for public access. Shareholders and investors may send their written enquiries or requests
to the Company via the following contact details:

Address: Suite 1303, 13/F, Golden Centre
188 Des Voeux Road Central
Sheung Wan
Hong Kong

Email: ir@adicon.com.cn

Fax number: (86) 0571 8777 5775

Enquiries and requests will be dealt with by the Company in an informative and timely manner.

Besides, Shareholders’ meetings provide an opportunity for communication between the Board and the
Shareholders. It is the Company’s general practice that the chairwoman of the Board as well as each chairman or
chairwoman of the Audit Committee, Nomination Committee, Remuneration Committee and Strategy Committee, or
in their absence, their duly appointed delegates will be available to answer questions at the annual general meeting
and other general meetings of the Company. In addition, the Company will invite representatives of the auditor to
attend its annual general meeting to answer Shareholders’ questions about the conduct of the audit, the preparation
and content of the auditor’s report, the accounting policies and auditor independence, if any. The Company reviewed
the implementation and effectiveness of the shareholders’ communication policy and considered it to be effective
for the year ended December 31, 2025 with the above measures in place. During the year ended December 31, 2025,
other than the annual general meeting and the extraordinary general meeting of the Company held on May 26, 2025,
the senior management team have held and attended investor and industry conferences and held investor meetings
throughout the course of the year as our ongoing and active engagements with Shareholders.
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SHAREHOLDERS'’ RIGHTS

To safeguard Shareholders’ interests and rights, a separate resolution is proposed for each substantially separate
issue at general meetings, including the election of individual Directors. All resolutions put forward at Shareholders’
meetings will be voted on by poll pursuant to the Listing Rules and poll results will be posted on the websites of the
Company (www.adicon.com.cn) and the Stock Exchange (www.hkexnews.hk) after each Shareholders’ meeting. The
Articles of Association allow a Shareholder entitled to attend and vote at a general meeting to appoint a proxy, who

need not be a Shareholder, to attend the meeting and vote thereat on his/her/its behalf.

Pursuant to the Articles of Association, any one or more Shareholders holding at the date of deposit of the
requisition not less than one-tenth of the paid up capital of the Company carrying the right of voting at general
meetings of the Company shall have the right, by written requisition to the Board or the company secretary of the
Company, to require an extraordinary general meeting to be called by the Board for the transaction of any business
specified in such requisition; and such meeting shall be held within two months after the deposit of such requisition.
If within 21 days of such deposit the Board fails to proceed to convene such meeting, the requisitionist(s) himself
(themselves) may do so in the same manner, and all reasonable expenses incurred by the requisitionist(s) as a
result of the failure of the Board shall be reimbursed to the requisitionist(s) by the Company.

There is no provision allowing Shareholders to move new resolutions at general meetings under the Cayman
Islands Companies Act or the Articles of Association. Shareholders who wish to move a resolution may request the
Company to convene a general meeting following the procedures set out in the preceding paragraph.

With respect to the Shareholders’ right in proposing persons for election as Directors, please refer to the procedures
available on the website of the Company.

During the year ended December 31, 2025 under review, the Company has not made any changes to the Articles of
Association. An up-to-date version of the Articles of Association is available on the websites of the Company and the
Stock Exchange.

Shareholders may refer to the Articles of Association for further details of the rights of Shareholders.
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Ernst & Young LGNS BT Tel E5E: +852 2846 9888
27/F, Qn’e Taikoo Place B EEIEEE 979 % Fax 8 H.: +852 2868 4432
§i 979 King’s Road KEh—FEE 27 18 ey.com

Quarry Bay, Hong Kong
Building a better
working world

To the shareholders of ADICON Holdings Limited
(Incorporated in the Cayman Islands with limited liability)

OPINION

We have audited the consolidated financial statements of ADICON Holdings Limited (the “Company”) and its subsidiaries
(the “Group”) set out on pages 76 to 169, which comprise the consolidated statement of financial position as at 31
December 2025, and the consolidated statement of profit or loss and other comprehensive income, the consolidated
statement of changes in equity and the consolidated statement of cash flows for the year then ended, and notes to the

consolidated financial statements, including material accounting policy information.

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

BASIS FOR OPINION

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

KEY AUDIT MATTERS

Key audit matters are those matters that, in our professional judgement, were of most significance in our audit of the
consolidated financial statements of the current period. These matters were addressed in the context of our audit of
the consolidated financial statements as a whole, and in forming our opinion thereon, and we do not provide a separate
opinion on these matters. For each matter below, our description of how our audit addressed the matter is provided in

that context.

We have fulfilled the responsibilities described in the Auditor's responsibilities for the audit of the consolidated financial
statements section of our report, including in relation to these matters. Accordingly, our audit included the performance
of procedures designed to respond to our assessment of the risks of material misstatement of the consolidated financial
statements. The results of our audit procedures, including the procedures performed to address the matters below,
provide the basis for our audit opinion on the accompanying consolidated financial statements.
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Key audit matter

How our audit addressed the key audit matter

Provision for expected credit losses on trade and bills receivables

As at 31 December 2025, the Group's gross trade and
bills receivables were RMB1,709,241,000, representing
35.6% of the total assets of the Group, of which an
amount of RMB410,307,000 was provided for expected
credit losses.

Management applied the simplified approach under
IFRS 9 to measure lifetime expected credit losses
("ECLs") of trade and bills receivables based on a
provision matrix through the classification of various
customers into different groups, taking into account their
ageing, historical denial and past collection experience.
Management established the ECL model with the
involvement of an external independent valuer. The
ECLs were determined based on historical default rates
and were adjusted to reflect forward-looking factors in
relation to the industry, market and the macroeconomic
environment that may affect the ability of the customers
to repay.

In addition, trade receivables with significant outstanding
and credit-impaired balances were assessed for ECLs
individually.

The estimation of ECLs involves significant estimates,
which may be affected by unexpected future market and
economic conditions, we identified the assessment of
provision for ECLs on trade and bills receivables as a key
audit matter.

Details of the provision for ECLs on trade and bills
receivables are disclosed in notes 2.4, 3 and 22 to the
consolidated financial statements.

Our audit procedures in relation to the assessment of ECLs

on trade and bills receivables included, among others, the

following:

Obtaining an understanding of and evaluating the
relevant controls related to the assessment of the
expected credit losses on trade and bills receivables;

Evaluating the methodology for ECL provision on trade
and bills receivables adopted by management;

Evaluating, with the assistance of our internal valuation
specialists, the appropriateness of the valuation
methodology and key assumptions adopted by
management, including forward-looking factors;

Testing, on a sampling basis, the data inputs used
by management to prepare the provision matrix, the
basis management used in the identification and
evaluation of individually assessed trade receivables,
the reasonableness of management’s grouping of
various customers into different credit risk groups and
the ageing and historical collection records of trade and
bills receivables prepared by management;

Evaluating the competence, capabilities and objectivity
of the external independent valuer engaged by

management; and

Evaluating the adequacy of the disclosures made in the
consolidated financial statements.

5 ;ﬂf'b’}
<
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Key audit matter
Impairment assessment of goodwill
As at 31 December 2025, the Group's goodwill was
RMB117,214,000.

The Group is required to perform an impairment test for
goodwill at least on an annual basis. The impairment
test is based on the recoverable amount of the cash-
generating unit ("CGU") to which the goodwill is allocated.
Management established the impairment assessment
model with the involvement of an external independent
valuer and prepared the recoverable amount calculation
to estimate the future cash flows, taking into account key
assumptions, including expected revenue growth rate,
budgeted gross margin, terminal growth rate and pre-
tax discount rate.

The estimation of the impairment of goodwill was
complex and involved significant judgements and
estimates. Therefore, we identified the assessment of
the impairment of goodwill as a key audit matter.

Details of the impairment of goodwill are disclosed
in notes 2.4, 3 and 17 to the consolidated financial
statements.

How our audit addressed the key audit matter

Our audit procedures in relation to the assessment of the

impairment of goodwill included, among others, the following:

Obtaining an understanding of and evaluating the
relevant controls related to the impairment assessment
of goodwill;

Evaluating management's identification of the CGU to
which the goodwill was allocated;

Evaluating, with the assistance of our internal valuation
specialists, the appropriateness of management's
valuation model by reference to industry norms
and valuation techniques and evaluating the
appropriateness of key valuation parameters, including
the pre-tax discount rate and terminal growth rate by
benchmarking market data and comparable companies;

Evaluating the reasonableness of management’s
forecasts, assumptions and estimates of future results
of the CGUs used in the valuation models by comparing
the historical forecast with actual results and obtaining
corroborative evidence to support the assumptions
used;

Evaluating the competence, capabilities and objectivity
of the external independent valuer engaged by
management; and

Evaluating the adequacy of the disclosures made in the
consolidated financial statements.
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INDEPENDENT AUDITOR’S REPORT

OTHER INFORMATION INCLUDED IN THE ANNUAL REPORT

The directors of the Company are responsible for the other information. The other information comprises the information
included in the Annual Report, other than the consolidated financial statements and our auditor’s report thereon.

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

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

RESPONSIBILITIES OF THE DIRECTORS FOR THE CONSOLIDATED FINANCIAL
STATEMENTS

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

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

The directors of the Company are assisted by the Audit Committee in discharging their responsibilities for overseeing the
Group's financial reporting process.

‘.e'ﬁa,
o
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INDEPENDENT AUDITOR’S REPORT

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

Our objectives are to obtain reasonable assurance about whether the consolidated financial statements as a whole are
free from material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes our opinion.
Our report is made solely to you, as a body, and for no other purpose. We do not assume responsibility towards or accept
liability to any other person for the contents of this report.

Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in accordance with
HKSAs will always detect a material misstatement when it exists. Misstatements can arise from fraud or error and are
considered material if, individually or in the aggregate, they could reasonably be expected to influence the economic
decisions of users taken on the basis of these consolidated financial statements.

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

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

omissions, misrepresentations, or the override of internal control.

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

. Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates and

related disclosures made by the directors.

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

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

We communicate with the Audit Committee regarding, among other matters, the planned scope and timing of the audit
and significant audit findings, including any significant deficiencies in internal control that we identify during our audit.

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

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

The engagement partner on the audit resulting in this independent auditor’s report is Yee Chung Man (practising certificate
number: PO5744).

Ernst & Young
Certified Public Accountants
Hong Kong

25 March 2026
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ADICON HOLDINGS LIMITED

CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME

Year ended 31 December 2025

e

Notes 2025
RMB’000

REVENUE

Cost of sales

5 2,638,450
(1,685,967)

Gross profit

Other income and gains

Selling and marketing expenses
Administrative expenses
Research and development costs
Other expenses

Finance costs

Share of loss of an associate

952,483

6 32,326
(452,850)
(248,490)
(103,674)
(79,325)
(48,506)
(180)

PROFIT BEFORE TAX

Income tax expense

8 51,784

12 (29,039)

PROFIT FOR THE YEAR

Attributable to:
Owners of the parent
Non-controlling interests

22,745

18,443
4,302

22,745

2024
RMB'000

2,914,113

(1,815,464)

1,098,649

49,261
465,691

(
(253,274
(
(

47,014
15,549

62,563
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CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME

Year ended 31 December 2025

e

Note

OTHER COMPREHENSIVE INCOME/(LOSS)

Other comprehensive income/(loss) that may be reclassified to profit or
loss in subsequent periods:
Exchange differences on translation of the
financial statements of subsidiaries
Other comprehensive income/(loss) that will not be reclassified to
profit or loss in subsequent periods:
Exchange differences on translation of the financial statements
of the Company

OTHER COMPREHENSIVE INCOME/(LOSS) FOR THE YEAR, NET OF TAX

TOTAL COMPREHENSIVE INCOME FOR THE YEAR

Attributable to:
Owners of the parent
Non-controlling interests

EARNINGS PER SHARE ATTRIBUTABLE TO
ORDINARY EQUITY HOLDERS OF THE PARENT

Basic

Diluted

14
14

2025
RMB’000

7,956

5,614
13,570

36,315

32,013
4,302

36,315

RMB
0.03
0.03

2024
RMB'000

(5,073)

(6,239)
(11,312)

51,251

35,702
15,549

51,251

RMB
0.07
0.07
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ADICON HOLDINGS LIMITED

CONSOLIDATED STATEMENT OF FINANCIAL POSITION

31 December 2025

g

Notes

NON-CURRENT ASSETS

Property and equipment 15
Right-of-use assets 16
Goodwill 17
Other intangible assets 18
Investments in an associate 19
Deferred tax assets 20
Prepayments, deposits and other receivables 23
Amounts due from related parties 36
Financial assets at fair value through profit or loss ("FVTPL") 24
Pledged deposits 25
Total non-current assets

CURRENT ASSETS

Inventories 21
Trade and bills receivables 22
Prepayments, deposits and other receivables 23
Financial assets at FVTPL 24
Amounts due from related parties 36
Pledged deposits 25
Cash and cash equivalents 25
Total current assets

CURRENT LIABILITIES

Trade and bills payables 26
Other payables and accruals 27
Contract liabilities 28
Interest-bearing bank borrowings 29
Profit tax payable

Amounts due to related parties 36
Lease liabilities 16

Total current liabilities

NET CURRENT ASSETS

TOTAL ASSETS LESS CURRENT LIABILITIES

31 December

2025
RMB’'000

373,427
165,684
117,214
179,047
6,653
133,637
40,139
2,555
79,774
694,000

1,792,130

129,279
1,298,934
210,053
4,551
27,264
238,200
1,103,174

3,011,455

696,965
525,808
23,397
763,933
21,039
6,972
58,855

2,096,969

914,486

2,706,616

31 December
2024
RMB'000

398,620
165,719
79,802
154,064
129,180
54,543
2,511

650,000

1,634,339

126,935
1,377,364
196,521

25
306,000
1,043,833

3,050,678

721,814
613,380
29,905
467,975
30,274
1,081
60,709

1,925,138

1,125,540

2,759,879
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION

31 December 2025

Notes
NON-CURRENT LIABILITIES
Interest-bearing bank borrowings 29
Lease liabilities 16
Deferred tax liabilities 20
Other non-current liabilities
Total non-current liabilities
NET ASSETS
EQUITY
Equity attributable to owners of the parent
Share capital 30
Treasury shares 30
Reserves 31

Non-controlling interests

Total equity

31 December

2025
RMB’000

704,722
123,304
25,326
4,000

857,352

1,849,264

97
(61,079)
1,781,576

1,720,594
128,670

1,849,264

31 December
2024
RMB'000

837,943
124,523
22,737

985,203

1,774,676

97
(112,120)
1,760,108

1,648,085

126,591

1,774,676
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ADICON HOLDINGS LIMITED

CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

Year ended 31 December 2025

Attributable to owners of the parent

Share-
based Exchange Non-
L E Treasury Capital payment Other fluctuation Retained controlling Total

capital shares reserve reserve reserve reserve profits Total interests equity
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
(Note 30) (Note 30) (Note 31) (Note 31) (Note 31) (Note 31)

At1 January 2025 97 (112,120) 1,765,998 2,124 (569,153) (127,749) 688,288 1,648,085 126,591 1,774,676
Profit for the year - = = - - - 18,443 18,443 4,302 22,745
QOther comprehensive income for the year: = = - - - - - = = -

Exchange differences on translation of

the financial statements of subsidiaries = = = = = 7,956 = 7,956 - 7,956
Exchange differences on translation of
the financial statements of the Company - = = = = 5614 - 5614 - 5614
Share awards (note 32) - - - 4,943 - - - 4,943 - 4,943
Acquisition of non-controlling interests - - - - (8,693) - - (8,693) (1,538) (10,231)
Share repurchase - (46,568) - - - - - (46,568) - (46,568)
Issue of shares - 97,609 - - (6,795) - - 90,814 - 90,814
Dividend declared to non-controlling
shareholders - - = - - - - - (685) (685)

At 31 December 2025 97 (61,079) 1,765,998 7,667 (584,641) (114,179) 706,731 1,720,594 128,670 1,849,264
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

Year ended 31 December 2025

Attributable to owners of the parent

Share-
based Exchange Non-
Share Treasury Capital payment Other fluctuation Retained controlling Total
capital shares reserve reserve reserve reserve profits Total interests equity
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
(Note 30) (Note 30) (Note 31) (Note 31) (Note 31) (Note 31)
At 1 January 2024 97 - 1,702,430 47902 (567,195) (116,437) 641,274 1,708,071 120,519 1,828,590
Profit for the year - - - - - - 47014 47014 15,549 62,563
QOther comprehensive loss for the year:
Exchange differences on translation of
the financial statements of subsidiaries - - - - - (5,073) - (5,073) - (5,073)
Exchange differences on translation of
the financial statements of the Company - - - - - (6,239) - (6,239) - (6,239)
Share awards (note 32) - - - 2151 - - - 2,151 - 2,151
Transfer of share-based payments
reserve upon awards - - 64,286 (47,329) - - - 16957 - 16957
Acquisition of non-controlling interests - - - - (1,958) - - (1,958) (2,603) (4,561)
Share repurchase - (112,838) - - - - - (112,838) - (112,838)
Cancellation of treasury shares - 718 (718) - - - - - - -
Capital injection into subsidiaries by
non-controlling shareholders - - - - - - - - 1,980 1980
Dividends declared to non-controlling
shareholders - - - - - - - - (8,854) (8,854)
At 31 December 2024 97 (112,120 1,765,998 2724 (569,153) (127,749) 688,288 1,648,085 126,591 1,774,676
* These reserve accounts comprise the consolidated reserves of RMB1,781,576,000 (2024: RMB1,760,108,000) in the consolidated statement of

financial position.
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ADICON HOLDINGS LIMITED

CONSOLIDATED STATEMENT OF CASH FLOWS

Year ended 31 December 2025

g

Notes
CASH FLOWS FROM OPERATING ACTIVITIES
Profit before tax
Adjustments for:
Bank interest income 6
Foreign exchange losses/(gains), net 6,7
Finance costs 9
Losses on disposal of property and equipment and
other intangible assets 7
(Gains)/losses on lease termination of items of right-of-use assets 6,7
Depreciation of property and equipment 15
Depreciation of right-of-use assets 16
Amortisation of intangible assets 18
Impairment losses, net of reversal:
— Financial assets under the expected credit loss model
- Inventories
Share awards
Fair value (gains)/losses on financial assets on FVTPL, net 6,7
Share of loss of an associate
Deposits received for bank overdraft facilities 25
Deposits paid for bank overdraft facilities 25

(Increase)/decrease in inventories

Decrease/(increase) in trade and bills receivables
Decrease/(increase) in prepayments, deposits and other receivables
Decrease in trade and bills payables

Decrease in other payables and accruals

Cash generated from operations
Income tax paid

Net cash flows from operating activities

2025
RMB’000

51,784

(13,185)
19,518
48,506

4,373
(18)
109,926
62,733
12,262

49,711

(167)
4,943

(344)
180

350,222
(194)

37,461

2,544
(28,228)
(92,016)

269,789
(44,052)

225,737

2024
RMB'000

91,960

(21,472)
(7,594)
52,358

10174
159
105,104
60,955
10,034

139,777
2,320
2,151
2,230

21,000

(6,000)

463,156
47,338
(1,732)
(45,948)
(21,209)
)

(99,967

341,638

(111,200)

230,438
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CONSOLIDATED STATEMENT OF CASH FLOWS

Year ended 31 December 2025

Notes 2025
RMB’000

CASH FLOWS FROM INVESTING ACTIVITIES

Interest received

Purchase of items of property and equipment

Purchase of other intangible assets

Proceeds from disposal of property and equipment
Proceeds from disposal of wealth management products
Acquisition of a subsidiary

13,185
(104,900)
(3,345)

5,215

33 (34,887)

Net cash flows used in investing activities

(124,732)

CASH FLOWS FROM FINANCING ACTIVITIES
New bank loans

Repayment of bank loans

Placement of pledged time deposits
Withdrawal of pledged time deposits
Interest paid

Lease payments

Payment of listing expenses

Contribution from non-controlling shareholders
Repayment for subscription of share awards
Payments of share repurchase

Acquisition of non-controlling interests

Payments of dividends to non-controlling shareholders

605,876

(491,619)

(176,200)

200,000

(35,573)

16 (76,917)

(46,568)
(10,231)
(4,685)

Net cash flows used in financing activities

(35,917)

NET INCREASE IN CASH AND CASH EQUIVALENTS

Cash and cash equivalents at beginning of year

Effect of foreign exchange rate changes, net

65,088

25 1,043,833
(5,747)

CASH AND CASH EQUIVALENTS AT END OF YEAR

ANALYSIS OF BALANCES OF CASH AND CASH EQUIVALENTS

Cash and bank balances

Time deposits when acquired, pledged as security for
long term bank loans

Time deposits when acquired, pledged as security for

bank overdraft facilities

Cash and cash equivalents as stated in the statement of financial position

25 1,103,174

25 2,035,374

25 (926,200)

25 (6,000)
1,103,174

Cash and cash equivalents as stated in the statement of cash flows

1,103,174

2024
RMB'000

21,472
(115,004)
(2,575)

2,019

46,795

(47,293)

916,943
(501,534)
(650,000)

391,602

(41,182)
(68,296)
(24,286)
1,980
(533)
(112,838)
(4,561)
(9,245)

(101,950)

81,195

959,423
3,215

1,043,833

1,999,833

(950,000)

(6,000)

1,043,833

1,043,833

)
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ADICON HOLDINGS LIMITED

NOTES TO THE FINANCIAL STATEMENTS

31 December 2025

1. CORPORATE AND GROUP INFORMATION

ADICON Holdings Limited (“the Company”) is a limited liability company incorporated in the Cayman Islands on
March 20, 2008 and its shares have been listed on the Main Board of the Stock Exchange of Hong Kong Limited (the
“Stock Exchange”) since June 30, 2023. Its registered office is located at P.0. Box 31119, Grand Pavilion, Hibiscus
Way, 802 West Bay Road, Grand Cayman, KY1-1205, Cayman Islands.

The Company is an investment holding company. During the year, the Company's subsidiaries were principally
engaged in providing medical testing services and trading of medical testing equipment in the People’s Republic of
China (the "PRC").

Information about subsidiaries

Particulars of the Company’s principal subsidiaries are as follows:

-

Percentage of equity

attributable to the
Company
Date and place of Issued ordinary
Incorporation registration registered
and place of operations share capital Direct Indirect Principal activities
Adicon International Limited Hong Kong USD1,282.05 100% - Investment holding
("Adicon HK") 7 March 2008
Manson Grand International Limited Hong Kong USD12.82 100% —  Trading of medical testing
("Manson Grand’) 21 December 2010 equipment
MM aREERRR OBRAT PRC/Chinese mainland RMBA5,059,724 —  100%  Medical testing services
Adicon (Hangzhou) Clinical 16 January 2004

Laboratories Co., Ltd.
("Hangzhou Adicon”) *

LERAEERBAERAT PRC/Chinese mainland RMB23,021,583 —  100%  Medical testing services
Shanghai Jince Clinical 2 August 2006

Laboratories Co., Ltd.
("Shanghai Adicon”) *

BRI ERRERRT VERAT PRC/Chinese mainland RMB20,000,000 —  100%  Medical testing services
Adicon (Jinan) Clinical 19 October 2006

Laboratories Co,, Ltd.
(“Jinan Adicon”) *
IREREERBERTERA PRC/Chinese mainland RMB20,000,000 —  100%  Medical testing services
Adicon (Beijing) Clinical 7 December 2007
Laboratories Co,, Ltd.
("Beijing Adicon”) *

=1




1. CORPORATE AND GROUP INFORMATION (continued)

Information about subsidiaries (Continued)

-
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31 December 2025

HEERBERREREERAA
Adicon (Nanchang) Clinical
Laboratories Co., Ltd.

("Nanchang Adicon”) *

REERBERBMARAT
Adicon (Wuhan) Clinical
Laboratories Co., Ltd.

("Wuhan Adicon”) *

AR R RRAARAT
Adicon (Nanjing) Clinical
Laboratories Co., Ltd.

("Nanjing Adicon’) *

ROERBERREREARAT
Adicon (Changsha) Clinical
Laboratories Co., Ltd.

(‘Changsha Adicon”)*

Date and place of

Incorporation registration
and place of operations

PRC/Chinese mainland
10 September 2008

PRC/Chinese mainland
24 November 2009

PRC/Chinese mainland
4 December 2009

PRC/Chinese mainland
19 April 2010

Issued ordinary
registered
share capital

RMB5,000,000

RMB20,000,000

RMB20,000,000

RMB20,000,000

Percentage of equity
attributable to the
Company

Direct Indirect Principal activities

100%  Medical testing services

100%  Medical testing services

100%  Medical testing services

100%  Medical testing services
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31 December 2025

1.

CORPORATE AND GROUP INFORMATION (continued)

Information about subsidiaries (Continued)

-

KB EREERAEREARAT
Adicon (Chengdu) Clinical
Laboratories Co., Ltd.

("Chengdu Adicon”) *

KGR BERBMAR AR
Adicon (Shenyang) Clinical
Laboratories Co., Ltd.

("Shenyang Adicon”) *

PMaRBERRM (LR
Zhengzhou Adicon Clinical Partnership
("Zhengzhou Adicon”)*

BN RBERRMARAR
Adicon (Guangzhou) Clinical
Laboratories Co., Ltd.

("Guangzhou Adicon”) *

R R R RREREARAT]
Adicon (Tianjin) Clinical
Laboratories Co., Ltd.

("Tianjin Adicon”) *

Date and place of

Incorporation registration
and place of operations

PRC/Chinese mainland
11 June 2010

PRC/Chinese mainland
16 March 2011

PRC/Chinese mainland
8 August 2012
PRC/Chinese mainland

21 August 2013

PRC/Chinese mainland
3 June 2014

Issued ordinary
registered
share capital

RMB20,000,000

RMB20,000,000

RMB20,000,000

RMB20,000,000

RMB30,000,000

Percentage of equity
attributable to the
Company

Direct Indirect

100%

- 100%

- 100%

- 100%

- 100%

Principal activities

Medical testing services

Medical testing services

Medical testing services

Medical testing services

Medical testing services




1. CORPORATE AND GROUP INFORMATION (continued)

Information about subsidiaries (Continued)

-
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NOTES TO THE FINANCIAL STATEMENTS

31 December 2025

HEERBERREREERAA
Adicon (Nanning) Clinical
Laboratories Co., Ltd.

("Nanning Adicon”) *

R ERBERREREERAA
Qingdao Adicon Clinical
Laboratories Co., Ltd.

("Qingdao Adicon”) *

LERRGENMEERAR
Shanghai Lv'angjie BioTech Co., Ltd.
("Shanghai Lv'angjie") *

ML SRRRER AR
Hangzhou Aiyijian Technology Co., Ltd.
("Hangzhou Aiyijian") *

Date and place of

Incorporation registration
and place of operations

PRC/Chinese mainland
23 November 2017

PRC/Chinese mainland
13 May 2019

PRC/Chinese mainland

15 October 2015

PRC/Chinese mainland
8 April 2020

Issued ordinary

registered
share capital

RMB20,000,000

RMB11,666,600

RMB1,000,000

RMB10,000,000

Percentage of equity
attributable to the
Company

Direct Indirect Principal activities

- 100% Medical testing services

- 60% Medical testing services

- 100%  Trading of medical testing
equipment

- 100% Medical technology
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NOTES TO THE FINANCIAL STATEMENTS

31 December 2025

1. CORPORATE AND GROUP INFORMATION (continued)

Information about subsidiaries (Continued)

-

Percentage of equity

attributable to the
Company
Date and place of Issued ordinary
Incorporation registration registered
and place of operations share capital Direct Indirect Principal activities
FIaERERRERE PRC/Chinese mainland RMB13,333,300 - 60%  Medical testing services
Shenzhen Adicon Clinical 13 May 2019

Laboratories Co., Ltd.
(“Shenzhen Adicon”) *

IR AERRBR AR PRC/Chinese mainland RMB8,000,000 - 61%  Trading of medical testing
Jiangxi Jince BioTech Co,, Ltd. 6 August 2020 equipment
("Jiangxi Jince") *

BN RBR SRR VERAT PRC/Chinese mainland RMB15,000,000 - 95%  Medical testing services
Guizhou Adicon Clinical 16 July 2021

Laboratories Center Co, Ltd.
("Guizhou Adicon”) *
M EREERBERERR LA PRC/Chinese mainland RMB20,000,000 - 51%  Medical testing services
Henan Adicon Clinical 16 October 2019
Laboratories Co., Ltd.
("Henan Adicon”) *

* The English names of the PRC companies above in this note represent management's best efforts in translating the Chinese names of those

companies as no English names have been registered or are available.

The above table lists the subsidiaries of the Company which, in the opinion of the directors, principally affected the
results for the year or formed a substantial portion of the net assets of the Group.
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NOTES TO THE FINANCIAL STATEMENTS

31 December 2025

ACCOUNTING POLICIES
BASIS OF PREPARATION

These financial statements have been prepared in accordance with IFRS Accounting Standards (which include all
International Financial Reporting Standards, International Accounting Standards ("IASs”) and Interpretations) as
issued by the International Accounting Standards Board (“IASB”) and the disclosure requirements of the Hong Kong
Companies Ordinance. They have been prepared under the historical cost convention, except for derivative financial
instruments, wealth management products, and contingent consideration which have been measured at fair value.
These financial statements are presented in Renminbi ("/RMB") and all values are rounded to the nearest thousand

except when otherwise indicated.

Basis of consolidation

The consolidated financial statements include the financial statements of the Company and its subsidiaries
(collectively referred to as the “Group”) for the year ended 31 December 2025. A subsidiary is an entity (including a
structured entity), directly or indirectly, controlled by the Company. Control is achieved when the Group is exposed,
or has rights, to variable returns from its involvement with the investee and has the ability to affect those returns
through its power over the investee (i.e., existing rights that give the Group the current ability to direct the relevant

activities of the investee).

Generally, there is a presumption that a majority of voting rights results in control. When the Company has less than
a majority of the voting or similar rights of an investee, the Group considers all relevant facts and circumstances in
assessing whether it has power over an investee, including:

(@) the contractual arrangement with the other vote holders of the investee;
(b)  rights arising from other contractual arrangements; and

(c)  the Group's voting rights and potential voting rights.
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2.1

2.2

BASIS OF PREPARATION (continued)

Basis of consolidation (Continued)

The financial statements of the subsidiaries are prepared for the same reporting period as the Company, using
consistent accounting policies. The results of subsidiaries are consolidated from the date on which the Group

obtains control, and continue to be consolidated until the date that such control ceases.

Profit or loss and each component of other comprehensive income are attributed to the owners of the parent of
the Group and to the non-controlling interests, even if this results in the non-controlling interests having a deficit
balance. All intra-group assets and liabilities, equity, income, expenses and cash flows relating to transactions
between members of the Group are eliminated in full on consolidation.

The Group reassesses whether or not it controls an investee if facts and circumstances indicate that there are
changes to one or more of the three elements of control described above. A change in the ownership interest of a
subsidiary, without a loss of control, is accounted for as an equity transaction.

If the Group loses control over a subsidiary, it derecognises the related assets (including goodwill), liabilities, any
non-controlling interest and the exchange fluctuation reserve; and recognises the fair value of any investment
retained and any resulting surplus or deficit in profit or loss. The Group's share of components previously recognised
in other comprehensive income is reclassified to profit or loss or retained profits, as appropriate, on the same basis
as would be required if the Group had directly disposed of the related assets or liabilities.

CHANGES IN ACCOUNTING POLICIES AND DISCLOSURES

The Group has adopted amendments to IAS 21 Lack of Exchangeability for the first time for the current year's
financial statements. The Group has not early adopted any other standard or amendment that has been issued but is

not yet effective.

Amendments to IAS 21 specify how an entity shall assess whether a currency is exchangeable into another
currency and how it shall estimate a spot exchange rate at a measurement date when exchangeability is lacking.
The amendments require disclosures of information that enable users of financial statements to understand the
impact of a currency not being exchangeable. As the currencies that the Group had transacted in and the functional
currencies of overseas subsidiaries for translation into the Group's presentation currency were exchangeable, the
amendments did not have any impact on the Group's financial statements.
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2.3 ISSUED BUT NOT YET EFFECTIVE IFRS ACCOUNTING STANDARDS

The Group has not applied the following new and amended IFRS Accounting Standards, that have been issued
but are not yet effective, in these financial statements. The Group intends to apply these new and amended IFRS
Accounting Standards, if applicable, when they become effective.

IFRS 18 Presentation and Disclosure in Financial Statements?
IFRS 19 and its amendments Subsidiaries without Public Accountability: Disclosures?
Amendments to IFRS 9 and IFRS 7 Amendments to the Classification and Measurement

of Financial Instruments'
Amendments to IFRS 9 and IFRS 7 Contracts Referencing Nature-dependent Electricity’
Amendments to IFRS 10 and IAS 28 Sale or Contribution of Assets between an Investor and
its Associate or Joint Venture®
Amendments to IAS 21 Translation to a Hyperinflationary Presentation Currency?
Annual Improvements to Amendments to IFRS 1, IFRS 7, IFRS 9, IFRS 10 and IAS 7'
IFRS Accounting Standards — Volume 117

' Effective for annual periods beginning on or after 1 January 2026

2 Effective for annual/reporting periods beginning on or after 1 January 2027
®  No mandatory effective date yet determined but available for adoption

Further information about those IFRS Accounting Standards that are expected to be applicable to the Group is
described below.

IFRS 18 replaces IAS 1 Presentation of Financial Statements. While a number of sections have been brought forward
from IAS 1 with limited changes, IFRS 18 introduces new requirements for presentation within the statement of
profit or loss and other comprehensive income, including specified totals and subtotals. Entities are required to
classify all income and expenses within the statement of profit or loss and other comprehensive income into one
of the five categories: operating, investing, financing, income taxes and discontinued operations and to present two
new defined subtotals. It also requires disclosures about management-defined performance measures in a single
note and introduces enhanced requirements on the grouping (aggregation and disaggregation) and the location of
information in both the primary financial statements and the notes. Some requirements previously included in IAS
1 are moved to IAS 8 Accounting Policies, Changes in Accounting Estimates and Errors, which is renamed as IAS
8 Basis of Preparation of Financial Statements. As a consequence of the issuance of IFRS 18, limited, but widely
applicable, amendments are made to IAS 7 Statement of Cash Flows, IAS 33 Earnings per Share and IAS 34 Interim
Financial Reporting. In addition, there are minor consequential amendments to other IFRS Accounting Standards.
IFRS 18 and the consequential amendments to other IFRS Accounting Standards are effective for annual periods
beginning on or after 1 January 2027 with earlier application permitted. Retrospective application is required. The
Group is currently analysing the new requirements and assessing the impact of IFRS 18 on the presentation and
disclosure of the Group's financial statements.
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2.3 ISSUED BUT NOT YET EFFECTIVE IFRS ACCOUNTING STANDARDS (continued)

IFRS 19 allows eligible entities to elect to apply reduced disclosure requirements while still applying the recognition,
measurement and presentation requirements in other IFRS Accounting Standards. To be eligible, at the end of the
reporting period, an entity must be a subsidiary as defined in IFRS 10 Consolidated Financial Statements, cannot
have public accountability and must have a parent (ultimate or intermediate) that prepares consolidated financial
statements available for public use which comply with IFRS Accounting Standards. IFRS 19 was amended in
2025 to (i) remove disclosure objectives from IFRS 19; (i) reduce the disclosure requirements relating to supplier
finance arrangements and a specific class of financial liabilities; and (iii) replace disclosure requirements relating
to management-defined performance measures with a cross-reference to IFRS 18 for entities that use these
measures. Earlier application is permitted. As the Company is a listed company, it is not eligible to elect to apply
IFRS 19 and its amendments. Some of the Company’s subsidiaries are considering the application of IFRS 19 and its
amendments in their specified financial statements.

Amendments to IFRS 9 and IFRS 7 Amendments to the Classification and Measurement of Financial Instruments
clarify the date on which a financial asset or financial liability is derecognised and introduce an accounting policy
option to derecognise a financial liability that is settled through an electronic payment system before the settlement
date if specified criteria are met. The amendments clarify how to assess the contractual cash flow characteristics
of financial assets with environmental, social and governance and other similar contingent features. Moreover, the
amendments clarify the requirements for classifying financial assets with non-recourse features and contractually
linked instruments. The amendments also include additional disclosures for investments in equity instruments
designated at fair value through other comprehensive income ("FVTOCI") and financial instruments with contingent
features. The amendments shall be applied retrospectively with an adjustment to opening retained profits (or other
component of equity) at the initial application date. Prior periods are not required to be restated and can only be
restated without the use of hindsight. Earlier application of either all the amendments at the same time or only the
amendments related to the classification of financial assets is permitted.

Amendments to IFRS 9 and IFRS 7 Contracts Referencing Nature-dependent Electricity clarify the application of
the ‘own-use’ requirements for in-scope contracts and amend the designation requirements for a hedged item in a
cash flow hedging relationship for in-scope contracts. and add new disclosure requirements. The amendments also
include additional disclosures that enable users of financial statements to understand the effects these contracts
have on an entity’s financial performance and future cash flows. The amendments relating to the own-use exception
shall be applied retrospectively. Prior periods are not required to be restated and can only be restated without
the use of hindsight. The amendments relating to the hedge accounting shall be applied prospectively to new
hedging relationships designated on or after the date of the initial application. Earlier application is permitted. The
amendments to IFRS 9 and IFRS 7 shall be applied at the same time. The amendments are not expected to have any
significant impact on the Group's financial statements.

Amendments to IFRS 10 and IAS 28 address an inconsistency between the requirements in IFRS 10 and in IAS
28 in dealing with the sale or contribution of assets between an investor and its associate or joint venture. The
amendments require a full recognition of a gain or loss resulting from a downstream transaction when the sale or
contribution of assets constitutes a business. For a transaction involving assets that do not constitute a business,
a gain or loss resulting from the transaction is recognised in the investor’s profit or loss only to the extent of the
unrelated investor's interest in that associate or joint venture. The amendments are to be applied prospectively. The
previous mandatory effective date of amendments to IFRS 10 and IAS 28 was removed by the IASB. However, the
amendments are available for adoption now.
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2.3 ISSUED BUT NOT YET EFFECTIVE IFRS ACCOUNTING STANDARDS (continued)

Amendments to IAS 21 Translation to a Hyperinflationary Presentation Currency require the translation from a
non-hyperinflationary functional currency into a hyperinflationary presentation currency at the closing rate. The
amendments also require an entity whose functional currency and presentation currency are the currency of a
hyperinflationary economy to restate the comparative amounts of a foreign operation whose functional currency is
that of a non-hyperinflationary economy, by applying the general price index, in accordance with paragraph 34 of
HKAS 29 Financial Reporting in Hyperinflationary Economies, to the foreign operation’s comparative figures. The
amendments introduce certain additional disclosures. Earlier application is permitted. The amendments are not
expected to have any significant impact on the Group's financial statements.

Annual Improvements to IFRS Accounting Standards — Volume 11 set out amendments to IFRS 1, IFRS 7 (and the
accompanying Guidance on implementing IFRS 7), IFRS 9, IFRS 10 and IAS 7. Details of the amendments that are
expected to be applicable to the Group are as follows:

o IFRS 7 Financial Instruments. Disclosures: The amendments have updated certain wording in paragraph B38
of IFRS 7 and paragraphs IG1, IG14 and IG20B of the Guidance on implementing IFRS 7 for the purpose of
simplification or achieving consistency with other paragraphs in the standard and/or with the concepts and
terminology used in other standards. In addition, the amendments clarify that the Guidance on implementing
IFRS 7 does not necessarily illustrate all the requirements in the referenced paragraphs of IFRS 7 nor does
it create additional requirements. Earlier application is permitted. The amendments are not expected to have
any significant impact on the Group's financial statements.

. IFRS 9 Financial Instruments: The amendments clarify that when a lessee has determined that a lease liability
has been extinguished in accordance with IFRS 9, the lessee is required to apply paragraph 3.3.3 of IFRS 9 and
recognise any resulting gain or loss in profit or loss. However, the amendments do not address how a lessee
distinguishes between a lease modification as defined in IFRS 16 and an extinguishment of a lease liability in
accordance with IFRS 9. In addition, the amendments have updated certain wording in paragraph 5.1.3 of IFRS
9 and Appendix A of IFRS 9 to remove potential confusion. Earlier application is permitted. The amendments
are not expected to have any significant impact on the Group's financial statements.

. IFRS 10 Consolidated Financial Statements: The amendments clarify that the relationship described in
paragraph B74 of IFRS 10 is just one example of various relationships that might exist between the investor
and other parties acting as de facto agents of the investor, which removes the inconsistency with the
requirement in paragraph B73 of IFRS 10. Earlier application is permitted. The amendments are not expected

to have any significant impact on the Group's financial statements.

° IAS 7 Statement of Cash Flows: The amendments replace the term “cost method” with “at cost” in paragraph
37 of IAS 7 following the prior deletion of the definition of “cost method”. Earlier application is permitted. The
amendments are not expected to have any impact on the Group's financial statements.
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2.4 MATERIAL ACCOUNTING POLICIES

An associate is an entity in which the Group has a long term interest of generally not less than 20% of the equity
voting rights and over which it has significant influence. Significant influence is the power to participate in the
financial and operating policy decisions of the investee, but is not control or joint control over those policies.

The Group's investment in an associate is stated in the consolidated statement of financial position at the Group's
share of net assets under the equity method of accounting, less any impairment losses.

The Group's share of the post-acquisition results and other comprehensive income of an associate is included in
the consolidated profit or loss and consolidated other comprehensive income, respectively. In addition, when there
has been a change recognised directly in the equity of the associate, the Group recognises its share of any changes,
when applicable, in the consolidated statement of changes in equity. Unrealised gains and losses resulting from
transactions between the Group and its associate are eliminated to the extent of the Group's investments in the
associate, except where unrealised losses provide evidence of an impairment of the assets transferred. Goodwill
arising from the acquisition of an associate is included as part of the Group’s investments in an associate.

Upon loss of significant influence over the associate, the Group measures and recognises any retained investment at
its fair value. Any difference between the carrying amount of the associate upon loss of significant influence and the
fair value of the retained investment and proceeds from disposal is recognised in profit or loss.

Business combinations are accounted for using the acquisition method. The consideration transferred is measured
at the acquisition date fair value which is the sum of the acquisition date fair values of assets transferred by the
Group, liabilities assumed by the Group to the former owners of the acquiree and the equity interests issued by the
Group in exchange for control of the acquiree. For each business combination, the Group elects whether to measure
the non-controlling interests in the acquiree at fair value or at the proportionate share of the acquiree’s identifiable
net assets. All other components of non-controlling interests are measured at fair value. Acquisition-related costs
are expensed as incurred.

The Group determines that it has acquired a business when the acquired set of activities and assets includes an
input and a substantive process that together significantly contribute to the ability to create outputs.

When the Group acquires a business, it assesses the financial assets and liabilities assumed for appropriate
classification and designation in accordance with the contractual terms, economic circumstances and pertinent
conditions as at the acquisition date. This includes the separation of embedded derivatives in host contracts of the
acquiree.

If the business combination is achieved in stages, the previously held equity interest is remeasured at its acquisition
date fair value and any resulting gain or loss is recognised in profit or loss or other comprehensive income, as
appropriate.
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2.4 MATERIAL ACCOUNTING POLICIES (continued)

Business combinations and goodwill (Continued)

Any contingent consideration to be transferred by the acquirer is recognised at fair value at the acquisition date.
Contingent consideration classified as an asset or liability is measured at fair value with changes in fair value
recognised in profit or loss. Contingent consideration that is classified as equity is not remeasured and subsequent
settlement is accounted for within equity.

Goodwill is initially measured at cost, being the excess of the aggregate of the consideration transferred, the amount
recognised for non-controlling interests and any fair value of the Group's previously held equity interests in the
acquiree over the identifiable assets acquired and liabilities assumed. If the sum of this consideration and other
items is lower than the fair value of the net assets acquired, the difference is, after reassessment, recognised in

profit or loss as a gain on bargain purchase.

After initial recognition, goodwill is measured at cost less any accumulated impairment losses. Goodwill is tested
for impairment annually or more frequently if events or changes in circumstances indicate that the carrying value
may be impaired. The Group performs its annual impairment test of goodwill as at 31 December. For the purpose
of impairment testing, goodwill acquired in a business combination is, from the acquisition date, allocated to each
of the Group's cash-generating units, or groups of cash-generating units, that are expected to benefit from the
synergies of the combination, irrespective of whether other assets or liabilities of the Group are assigned to those

units or groups of units.

Impairment is determined by assessing the recoverable amount of the cash-generating unit (group of cash-
generating units) to which the goodwill relates. Where the recoverable amount of the cash-generating unit (group
of cash-generating units) is less than the carrying amount, an impairment loss is recognised. An impairment loss
recognised for goodwill is not reversed in a subsequent period.

Where goodwill has been allocated to a cash-generating unit (or group of cash-generating units) and part of the
operation within that unit is disposed of, the goodwill associated with the operation disposed of is included in the
carrying amount of the operation when determining the gain or loss on the disposal. Goodwill disposed of in these
circumstances is measured based on the relative value of the operation disposed of and the portion of the cash-

generating unit retained.

95



NOTES TO THE FINANCIAL STATEMENTS

31 December 2025

2.5 MATERIAL ACCOUNTING POLICIES (continued)

The Group measures certain financial instruments at fair value at the end of each reporting period. Fair value is the
price that would be received to sell an asset or paid to transfer a liability in an orderly transaction between market
participants at the measurement date. The fair value measurement is based on the presumption that the transaction
to sell the asset or transfer the liability takes place either in the principal market for the asset or liability, or in the
absence of a principal market, in the most advantageous market for the asset or liability. The principal or the most
advantageous market must be accessible by the Group. The fair value of an asset or a liability is measured using
the assumptions that market participants would use when pricing the asset or liability, assuming that market
participants act in their economic best interest.

A fair value measurement of a non-financial asset takes into account a market participant's ability to generate
economic benefits by using the asset in its highest and best use or by selling it to another market participant that
would use the asset in its highest and best use.

The Group uses valuation techniques that are appropriate in the circumstances and for which sufficient data
are available to measure fair value, maximising the use of relevant observable inputs and minimising the use of
unobservable inputs.

All assets and liabilities for which fair value is measured or disclosed in the financial statements are categorised
within the fair value hierarchy, described as follows, based on the lowest level input that is significant to the fair
value measurement as a whole:

Level1 - based on quoted prices (unadjusted) in active markets for identical assets or liabilities

Level2 - based on valuation techniques for which the lowest level input that is significant to the fair value
measurement is observable, either directly or indirectly

Level 3 - based on valuation techniques for which the lowest level input that is significant to the fair value
measurement is unobservable

For assets and liabilities that are recognised in the financial statements on a recurring basis, the Group determines
whether transfers have occurred between levels in the hierarchy by reassessing categorisation (based on the lowest
level input that is significant to the fair value measurement as a whole) at the end of each reporting period.
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2.4 MATERIAL ACCOUNTING POLICIES (continued)

Impairment of non-financial assets

Where an indication of impairment exists, or when annual impairment testing for an asset is required (other than
inventories, deferred tax assets and financial assets), the asset’s recoverable amount is estimated. An asset's
recoverable amount is the higher of the asset’'s or cash-generating unit's value in use and its fair value less costs of
disposal, and is determined for an individual asset, unless the asset does not generate cash inflows that are largely
independent of those from other assets or groups of assets, in which case the recoverable amount is determined for
the cash-generating unit to which the asset belongs.

In testing a cash-generating unit for impairment, a portion of the carrying amount of a corporate asset (e.g., a
headquarters building) is allocated to an individual cash-generating unit if it can be allocated on a reasonable and
consistent basis or, otherwise, to the smallest group of cash-generating units.

An impairment loss is recognised only if the carrying amount of an asset exceeds its recoverable amount. In
assessing value in use, the estimated future cash flows are discounted to their present value using a pre-tax
discount rate that reflects current market assessments of the time value of money and the risks specific to the
asset. An impairment loss is charged to profit or loss in the period in which it arises in those expense categories
consistent with the function of the impaired asset.

An assessment is made at the end of each reporting period as to whether there is an indication that previously
recognised impairment losses may no longer exist or may have decreased. If such an indication exists, the
recoverable amount is estimated. A previously recognised impairment loss of an asset other than goodwill is
reversed only if there has been a change in the estimates used to determine the recoverable amount of that asset,
but not to an amount higher than the carrying amount that would have been determined (net of any depreciation/
amortisation) had no impairment loss been recognised for the asset in prior years. A reversal of such an impairment
loss is credited to profit or loss in the period in which it arises.

Related parties

A party is considered to be related to the Group if:
(@) the party is a person or a close member of that person’s family and that person
(i) has control or joint control over the Group;
(i) has significant influence over the Group; or
(iii)  is a member of the key management personnel of the Group or of a parent of the Group;

or
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2.5 MATERIAL ACCOUNTING POLICIES (continued)

Related parties (Continued)

(b)  the party is an entity where any of the following conditions applies:
(i) the entity and the Group are members of the same group;

(i)  one entity is an associate or joint venture of the other entity (or of a parent, subsidiary or fellow
subsidiary of the other entity);

(i) the entity and the Group are joint ventures of the same third party;
(iv)  one entity is a joint venture of a third entity and the other entity is an associate of the third entity;

(v)  the entity is a post-employment benefit plan for the benefit of employees of either the Group or an entity
related to the Group; and the sponsoring employers of the post-employment benefit plan;

(vi)  the entity is controlled or jointly controlled by a person identified in (a);

(vi) a person identified in (a)(i) has significant influence over the entity or is a member of the key
management personnel of the entity (or of a parent of the entity); and

(viii) the entity, or any member of a group of which it is a part, provides key management personnel services
to the Group or to the parent of the Group.

Property, plant and equipment and depreciation

Property, plant and equipment, other than construction in progress, are stated at cost less accumulated depreciation
and any impairment losses. The cost of an item of property, plant and equipment comprises its purchase price and
any directly attributable costs of bringing the asset to its working condition and location for its intended use.

Cost may also include transfers from equity of any gains or losses on qualifying cash flow hedges of foreign
currency purchases of property, plant and equipment.

Expenditure incurred after items of property, plant and equipment have been put into operation, such as repairs
and maintenance, is normally charged to profit or loss in the period in which it is incurred. In situations where the
recognition criteria are satisfied, the expenditure for a major inspection is capitalised in the carrying amount of
the asset as a replacement. Where significant parts of property, plant and equipment are required to be replaced
at intervals, the Group recognises such parts as individual assets with specific useful lives and depreciates them
accordingly.
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2.4 MATERIAL ACCOUNTING POLICIES (continued)

Property, plant and equipment and depreciation (Continued)

Depreciation is calculated on the straight-line basis to write off the cost of each item of property, plant and
equipment to its residual value over its estimated useful life. The estimated useful lives used for this purpose are as

follows:

Office and electronic equipment 5years
Laboratory equipment 5years
Motor vehicles 5 years
Leasehold improvements 5 to 8 years

Where parts of an item of property, plant and equipment have different useful lives, the cost of that item is allocated
on a reasonable basis among the parts and each part is depreciated separately. Residual values, useful lives and the
depreciation method are reviewed, and adjusted if appropriate, at least at each financial year end.

An item of property, plant and equipment including any significant part initially recognised is derecognised upon
disposal or when no future economic benefits are expected from its use or disposal. Any gain or loss on disposal or
retirement recognised in profit or loss in the year the asset is derecognised is the difference between the net sales
proceeds and the carrying amount of the relevant asset.

Construction in progress is stated at cost less any impairment losses, and is not depreciated. It is reclassified to the

appropriate category of property, plant and equipment when completed and ready for use.

Intangible assets (other than goodwill)

Intangible assets acquired separately are measured on initial recognition at cost. The cost of intangible assets
acquired in a business combination is the fair value at the date of acquisition. The useful lives of intangible assets
are assessed to be either finite or indefinite. Intangible assets with finite lives are subsequently amortised over the
useful economic life and assessed for impairment whenever there is an indication that the intangible asset may be
impaired. The amortisation period and the amortisation method for an intangible asset with a finite useful life are
reviewed at least at each financial year end.

Patents and software

Purchased patents and software licences are stated at cost less any impairment losses and are amortised on the
straight-line basis over their estimated useful lives of 10 to 20 years.

Customer relationship

Customer relationship acquired in a business combination and recognised separately from goodwill is initially
recognised at its fair value at the acquisition date. It is amortised on the straight-line basis over its estimated useful
life of 20 years.

The useful economic life of 10 to 20 years for the patents is based on the anticipated number of years the patents
will retire due to more advanced technologies. The useful economic life of 10 years for software is estimated by
considering the period of the economic benefits to the Group. The useful economic life of 20 years for customer
relationship is based on the anticipated number of years the existing customers of the acquired entities are likely to

contribute revenue to the Group.
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2.5 MATERIAL ACCOUNTING POLICIES (continued)

Intangible assets (other than goodwill) (Continued)

Research and development costs

All research costs are charged to profit or loss as incurred.

Expenditure incurred on projects to develop new products is capitalised and deferred only when the Group can
demonstrate the technical feasibility of completing the intangible asset so that it will be available for use or sale, its
intention to complete and its ability to use or sell the asset, how the asset will generate future economic benefits,
the availability of resources to complete the project and the ability to measure reliably the expenditure during the
development. Product development expenditure which does not meet these criteria is expensed when incurred.

Leases

The Group assesses at contract inception whether a contract is, or contains, a lease. A contract is, or contains, a
lease if the contract conveys the right to control the use of an identified asset for a period of time in exchange for
consideration.

Group as a lessee

The Group applies a single recognition and measurement approach for all leases, except for short-term leases and
leases of low-value assets. The Group recognises lease liabilities to make lease payments and right-of-use assets
representing the right to use the underlying assets. At inception or on reassessment of a contract that contains a
lease component and non-lease component(s), the Group adopts the practical expedient not to separate non-lease
component(s) and to account for the lease component and the associated non-lease component(s) (e.g., property
management services for leases of properties) as a single lease component.

(a)  Right-of-use assets

Right-of-use assets are recognised at the commencement date of the lease (that is the date the underlying
asset is available for use). Right-of-use assets are measured at cost, less accumulated depreciation and any
impairment losses, and adjusted for any remeasurement of lease liabilities. The cost of right-of-use assets
includes the amount of lease liabilities recognised, initial direct costs incurred, and lease payments made at or
before the commencement date less any lease incentives received. Right-of-use assets are depreciated on a
straight-line basis over the shorter of the lease terms and the estimated useful lives of the assets as follows:

Properties 2 to 10 years
Equipment 2 to b years

If ownership of the leased asset transfers to the Group by the end of the lease term or the cost reflects the
exercise of a purchase option, depreciation is calculated using the estimated useful life of the asset.
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2.4 MATERIAL ACCOUNTING POLICIES (continued)

Group as a lessee (Continued)

(b)

(c)

Lease liabilities

Lease liabilities are recognised at the commencement date of the lease at the present value of lease payments
to be made over the lease term. The lease payments include fixed payments (including in-substance fixed
payments) less any lease incentives receivable, variable lease payments that depend on an index or a rate,
and amounts expected to be paid under residual value guarantees. The lease payments also include the
exercise price of a purchase option reasonably certain to be exercised by the Group and payments of penalties
for termination of a lease, if the lease term reflects the Group exercising the option to terminate the lease. The
variable lease payments that do not depend on an index or a rate are recognised as an expense in the period
in which the event or condition that triggers the payment occurs.

In calculating the present value of lease payments, the Group uses its incremental borrowing rate at the
lease commencement date because the interest rate implicit in the lease is not readily determinable. After
the commencement date, the amount of lease liabilities is increased to reflect the accretion of interest and
reduced for the lease payments made. In addition, the carrying amount of lease liabilities is remeasured if
there is a modification, a change in the lease term, a change in lease payments (e.g., a change to future lease
payments resulting from a change in an index or rate) or a change in assessment of an option to purchase the

underlying asset.

Short-term leases and leases of low-value assets

The Group applies the short-term lease recognition exemption to its short-term leases of machinery and
equipment (that is those leases that have a lease term of 12 months or less from the commencement date
and do not contain a purchase option). It also applies the recognition exemption for leases of low-value assets
to leases of office equipment and laptop computers that are considered to be of low value.

Lease payments on short-term leases and leases of low-value assets are recognised as an expense on a
straight-line basis over the lease term.

Initial recognition and measurement

Financial assets are classified, at initial recognition, as subsequently measured at amortised cost and FVTPL.

The classification of financial assets at initial recognition depends on the financial asset’s contractual cash flow

characteristics and the Group's business model for managing them. With the exception of trade and bills receivables

that do not contain a significant financing component or for which the Group has applied the practical expedient of

not adjusting the effect of a significant financing component, the Group initially measures a financial asset at its fair

value plus in the case of a financial asset not at FVTPL, transaction costs. Trade and bills receivables that do not

contain a significant financing component or for which the Group has applied the practical expedient are measured

at the transaction price determined under IFRS 15 in accordance with the policies set out for “Revenue recognition”

below.
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2.5 MATERIAL ACCOUNTING POLICIES (continued)

Investments and other financial assets (Continued)
Initial recognition and measurement (Continued)

In order for a financial asset to be classified and measured at amortised cost or FVTOCI, it needs to give rise to cash
flows that are solely payments of principal and interest ("SPPI") on the principal amount outstanding. Financial
assets with cash flows that are not SPPI are classified and measured at FVTPL, irrespective of the business model.

The Group's business model for managing financial assets refers to how it manages its financial assets in order
to generate cash flows. The business model determines whether cash flows will result from collecting contractual
cash flows, selling the financial assets, or both. Financial assets classified and measured at amortised cost are
held within a business model with the objective to hold financial assets in order to collect contractual cash flows,
while financial assets classified and measured at FVTOCI are held within a business model with the objective of both
holding to collect contractual cash flows and selling. Financial assets which are not held within the aforementioned
business models are classified and measured at FVTPL.

Purchases or sales of financial assets that require delivery of assets within the period generally established by
regulation or convention in the marketplace are recognised on the trade date, that is, the date that the Group
commits to purchase or sell the asset.

Subsequent measurement

The subsequent measurement of financial assets depends on their classification as follows:

Financial assets at amortised cost (debt instruments)

Financial assets at amortised cost are subsequently measured using the effective interest method and are subject to
impairment. Gains and losses are recognised in profit or loss when the asset is derecognised, modified or impaired.

Financial assets at FVTPL

Financial assets at FVTPL are carried in the statement of financial position at fair value with net changes in fair
value recognised in profit or loss.

This category includes derivative instruments and equity investments which the Group had not irrevocably elected
to classify at FVTOCI. Dividends on the equity investments are also recognised as other income in profit or loss when
the right of payment has been established.

A derivative embedded in a hybrid contract, with a financial liability or non-financial host, is separated from the
host and accounted for as a separate derivative if the economic characteristics and risks are not closely related
to the host; a separate instrument with the same terms as the embedded derivative would meet the definition of
a derivative; and the hybrid contract is not measured at FVTPL. Embedded derivatives are measured at fair value
with changes in fair value recognised in profit or loss. Reassessment occurs if there is a change in the terms of the
contract that significantly modifies the cash flows.

A derivative embedded within a hybrid contract containing a financial asset host is not accounted for separately. The
financial asset host together with the embedded derivative is required to be classified in its entirety as a financial
asset at FVTPL.
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2.4 MATERIAL ACCOUNTING POLICIES (continued)

A financial asset (or, where applicable, a part of a financial asset or part of a group of similar financial assets) is
primarily derecognised (i.e., removed from the Group's consolidated statement of financial position) when:

. the rights to receive cash flows from the asset have expired; or

° the Group has transferred its rights to receive cash flows from the asset or has assumed an obligation to pay
the received cash flows in full without material delay to a third party under a "pass-through” arrangement;
and either (a) the Group has transferred substantially all the risks and rewards of the asset, or (b) the Group
has neither transferred nor retained substantially all the risks and rewards of the asset, but has transferred
control of the asset.

When the Group has transferred its rights to receive cash flows from an asset or has entered into a pass-through
arrangement, it evaluates if, and to what extent, it has retained the risk and rewards of ownership of the asset.
When it has neither transferred nor retained substantially all the risks and rewards of the asset nor transferred
control of the asset, the Group continues to recognise the transferred asset to the extent of the Group's continuing
involvement. In that case, the Group also recognises an associated liability. The transferred asset and the associated
liability are measured on a basis that reflects the rights and obligations that the Group has retained.

Continuing involvement that takes the form of a guarantee over the transferred asset is measured at the lower
of the original carrying amount of the asset and the maximum amount of consideration that the Group could be
required to repay.

The Group recognises an allowance for expected credit losses for all debt instruments not held at FVTPL. ECLs are
based on the difference between the contractual cash flows due in accordance with the contract and all the cash
flows that the Group expects to receive, discounted at an approximation of the original effective interest rate. The
expected cash flows will include cash flows from the sale of collateral held or other credit enhancements that are
integral to the contractual terms.

General approach

ECLs are recognised in two stages. For credit exposures for which there has not been a significant increase in credit
risk since initial recognition, ECLs are provided for credit losses that result from default events that are possible
within the next 12 months (a 12-month ECL). For those credit exposures for which there has been a significant
increase in credit risk since initial recognition, a loss allowance is required for credit losses expected over the
remaining life of the exposure, irrespective of the timing of the default (a lifetime ECL).

At each reporting date, the Group assesses whether the credit risk on a financial instrument has increased
significantly since initial recognition. When making the assessment, the Group compares the risk of a default
occurring on the financial instrument as at the reporting date with the risk of a default occurring on the financial
instrument as at the date of initial recognition and considers reasonable and supportable information that is
available without undue cost or effort, including historical and forward-looking information. The Group considers
that there has been a significant increase in credit risk when contractual payments are more than 30 days past due.

The Group considers a financial asset in default when contractual payments are 90 days past due. However, in
certain cases, the Group may also consider a financial asset to be in default when internal or external information
indicates that the Group is unlikely to receive the outstanding contractual amounts in full before taking into account
any credit enhancements held by the Group.
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2.5 MATERIAL ACCOUNTING POLICIES (continued)

Impairment of financial assets (Continued)
General approach (Continued)

A financial asset is written off when there is no reasonable expectation of recovering the contractual cash flows.

Debt investments at FVTOCI and financial assets at amortised cost are subject to impairment under the general
approach and they are classified within the following stages for measurement of ECLs except for trade and bills
receivables which apply the simplified approach as detailed below.

Stage 1 - Financial instruments for which credit risk has not increased significantly since initial recognition and
for which the loss allowance is measured at an amount equal to 12-month ECLs

Stage 2 - Financial instruments for which credit risk has increased significantly since initial recognition but that
are not credit-impaired financial assets and for which the loss allowance is measured at an amount
equal to lifetime ECLs

Stage 3 - Financial assets that are credit-impaired at the reporting date (but that are not purchased or originated
credit-impaired) and for which the loss allowance is measured at an amount equal to lifetime ECLs

Simplified approach

For trade and bills receivables that do not contain a significant financing component or when the Group applies the
practical expedient of not adjusting the effect of a significant financing component, the Group applies the simplified
approach in calculating ECLs. Under the simplified approach, the Group does not track changes in credit risk, but
instead recognises a loss allowance based on lifetime ECLs at each reporting date. The Group has established a
provision matrix that is based on its historical credit loss experience, adjusted for forward-looking factors specific to

the debtors and the economic environment.

For trade and bills receivables that contain a significant financing component and lease receivables, the Group
chooses as its accounting policy to adopt the simplified approach in calculating ECLs with policies as described
above.
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2.4 MATERIAL ACCOUNTING POLICIES (continued)

Financial liabilities
Initial recognition and measurement
Financial liabilities are classified, at initial recognition, as loans and borrowings, payables, as appropriate.

All financial liabilities are recognised initially at fair value and, in the case of loans and borrowings and payables, net
of directly attributable transaction costs.

The Group's financial liabilities include trade and other payables, amounts due to related parties, lease liabilities and
interest-bearing bank borrowings.

Subsequent measurement

The subsequent measurement of financial liabilities depends on their classification as follows:

Financial liabilities at amortised cost (trade and other payables, and borrowings)

After initial recognition, trade and other payables, and interest-bearing borrowings are subsequently measured
at amortised cost, using the effective interest rate method unless the effect of discounting would be immaterial,
in which case they are stated at cost. Gains and losses are recognised in profit or loss when the liabilities are
derecognised as well as through the effective interest rate amortisation process.

Amortised cost is calculated by taking into account any discount or premium on acquisition and fees or costs that
are an integral part of the effective interest rate. The effective interest rate amortisation is included in finance costs
in profit or loss.

Derecognition of financial liabilities

A financial liability is derecognised when the obligation under the liability is discharged or cancelled, or expires.
When an existing financial liability is replaced by another from the same lender on substantially different terms,
or the terms of an existing liability are substantially modified, such an exchange or modification is treated as a

derecognition of the original liability and a recognition of a new liability, and the difference between the respective
carrying amounts is recognised in profit or loss.

Offsetting of financial instruments

Financial assets and financial liabilities are offset and the net amount is reported in the statement of financial
position if there is a currently enforceable legal right to offset the recognised amounts and there is an intention to
settle on a net basis, or to realise the assets and settle the liabilities simultaneously.

‘.e'ﬁa,
o
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2.5 MATERIAL ACCOUNTING POLICIES (continued)

Derivative financial instruments
Initial recognition and subsequent measurement

The Group uses derivative financial instruments, such as forward currency contracts and interest rate swaps, to
hedge its foreign currency risk and interest rate risk, respectively. Such derivative financial instruments are initially
recognised at fair value on the date on which a derivative contract is entered into and are subsequently remeasured
at fair value. Derivatives are carried as assets when the fair value is positive and as liabilities when the fair value is
negative.

Any gains or losses arising from changes in fair value of derivatives are taken directly to profit or loss, except for the
effective portion of cash flow hedges, which is recognised in other comprehensive income and later reclassified to
profit or loss when the hedged item affects profit or loss.

Treasury shares

Own equity instruments which are reacquired and held by the Company or the Group (treasury shares) are
recognised directly in equity at cost. No gain or loss is recognised in profit or loss on the purchase, sale, issue or
cancellation of the Group's own equity instruments.

Inventories

Inventories are stated at the lower of cost and net realisable value. Cost is determined on the first-in, first-out basis
and, in the case of work in progress and finished goods, comprises direct materials, direct labour and an appropriate
proportion of overheads. Net realisable value is based on estimated selling prices less any estimated costs to be
incurred to completion and disposal.

Cash and cash equivalents

Cash and cash equivalents in the statement of financial position comprise cash on hand and at banks, and short-
term highly liquid deposits with a maturity of generally within three months that are readily convertible into known
amounts of cash, subject to an insignificant risk of changes in value and held for the purpose of meeting short-term

cash commitments.

For the purpose of the consolidated statement of cash flows, cash and cash equivalents comprise cash on hand and
at banks, and short-term deposits as defined above, less bank overdrafts which are repayable on demand and form

an integral part of the Group's cash management.
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2.4 MATERIAL ACCOUNTING POLICIES (continued)

A provision is recognised when a present obligation (legal or constructive) has arisen as a result of a past event
and it is probable that a future outflow of resources will be required to settle the obligation, provided that a reliable
estimate can be made of the amount of the obligation.

When the Group expects some or all of a provision to be reimbursed, the reimbursement is recognised as a separate
asset, but only when the reimbursement is virtually certain. The expense relating to a provision is presented in profit
or loss net of any reimbursement.

When the effect of discounting is material, the amount recognised for a provision is the present value at the end of
the reporting period of the future expenditures expected to be required to settle the obligation. The increase in the
discounted present value amount arising from the passage of time is included in finance costs in profit or loss.

A contingent liability recognised in a business combination is initially measured at its fair value. Subsequently,
it is measured at the higher of (i) the amount that would be recognised in accordance with the general policy for
provisions above and (ii) the amount initially recognised less, when appropriate, the amount of income recognised in
accordance with the policy for revenue recognition.

Income tax comprises current and deferred tax. Income tax relating to items recognised outside profit or loss is
recognised outside profit or loss, either in other comprehensive income or directly in equity.

Current tax assets and liabilities are measured at the amount expected to be recovered from or paid to the taxation
authorities, based on tax rates (and tax laws) that have been enacted or substantively enacted by the end of the
reporting period, taking into consideration interpretations and practices prevailing in the countries in which the
Group operates.

Deferred tax is provided, using the liability method, on all temporary differences at the end of the reporting period
between the tax bases of assets and liabilities and their carrying amounts for financial reporting purposes.

Deferred tax liabilities are recognised for all taxable temporary differences, except:

. when the deferred tax liability arises from the initial recognition of goodwill or an asset or liability in a
transaction that is not a business combination and, at the time of the transaction, affects neither the
accounting profit nor taxable profit or loss and does not give rise to equal taxable and deductible temporary
differences; and

° in respect of taxable temporary differences associated with investments in subsidiaries, associates and joint
ventures, when the timing of the reversal of the temporary differences can be controlled and it is probable
that the temporary differences will not reverse in the foreseeable future.
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2.5 MATERIAL ACCOUNTING POLICIES (continued)

Deferred tax assets are recognised for all deductible temporary differences, and the carryforward of unused tax
credits and any unused tax losses. Deferred tax assets are recognised to the extent that it is probable that taxable
profit will be available against which the deductible temporary differences, and the carryforward of unused tax
credits and unused tax losses can be utilised, except:

° when the deferred tax asset relating to the deductible temporary differences arises from the initial recognition
of an asset or liability in a transaction that is not a business combination and, at the time of the transaction,
affects neither the accounting profit nor taxable profit or loss and does not give rise to equal taxable and
deductible temporary differences; and

. in respect of deductible temporary differences associated with investments in subsidiaries, associates and
joint ventures, deferred tax assets are only recognised to the extent that it is probable that the temporary
differences will reverse in the foreseeable future and taxable profit will be available against which the
temporary differences can be utilised.

The carrying amount of deferred tax assets is reviewed at the end of each reporting period and reduced to the extent
that it is no longer probable that sufficient taxable profit will be available to allow all or part of the deferred tax
asset to be utilised. Unrecognised deferred tax assets are reassessed at the end of each reporting period and are
recognised to the extent that it has become probable that sufficient taxable profit will be available to allow all or part
of the deferred tax asset to be recovered.

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

Deferred tax assets and deferred tax liabilities are offset if and only if the Group has a legally enforceable right to
set off current tax assets and current tax liabilities and the deferred tax assets and deferred tax liabilities relate to
income taxes levied by the same taxation authority on either the same taxable entity or different taxable entities
which intend either to settle current tax liabilities and assets on a net basis, or to realise the assets and settle the
liabilities simultaneously, in each future period in which significant amounts of deferred tax liabilities or assets are
expected to be settled or recovered.
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2.4 MATERIAL ACCOUNTING POLICIES (continued)

Government grants are recognised at their fair value where there is reasonable assurance that the grant will
be received and all attaching conditions will be complied with. When the grant relates to an expense item, it is
recognised as income on a systematic basis over the periods that the costs, for which it is intended to compensate,
are expensed.

Where the grant relates to an asset, the fair value is credited to a deferred income account and is released to profit
or loss over the expected useful life of the relevant asset by equal annual instalments or deducted from the carrying
amount of the asset and released to the statement of profit or loss by way of a reduced depreciation charge.

Where the Group receives grants of non-monetary assets, the grants are recorded at the fair value of the non-
monetary assets and released to profit or loss over the expected useful lives of the relevant assets by equal annual
instalments.

Where the Group receives government loans granted with no or at a below-market rate of interest for the
construction of a qualifying asset, the initial carrying amount of the government loans is determined using the
effective interest rate method, as further explained in the accounting policy for “Financial liabilities” above. The
benefit of the government loans granted with no or at a below-market rate of interest, which is the difference
between the initial carrying value of the loans and the proceeds received, is treated as a government grant and
released to profit or loss over the expected useful life of the relevant asset by equal annual instalments.

Revenue from contracts with customers

Revenue from contracts with customers is recognised when control of goods or services is transferred to the
customers at an amount that reflects the consideration to which the Group expects to be entitled in exchange for
those goods or services.

When the consideration in a contract includes a variable amount, the amount of consideration is estimated to
which the Group will be entitled in exchange for transferring the goods or services to the customer. The variable
consideration is estimated at contract inception and constrained until it is highly probable that a significant revenue
reversal in the amount of cumulative revenue recognised will not occur when the associated uncertainty with the
variable consideration is subsequently resolved.

When the contract contains a financing component which provides the customer with a significant benefit of
financing the transfer of goods or services to the customer for more than one year, revenue is measured at the
present value of the amount receivable, discounted using the discount rate that would be reflected in a separate
financing transaction between the Group and the customer at contract inception. When the contract contains a
financing component which provides the Group with a significant financial benefit for more than one year, revenue
recognised under the contract includes the interest expense accreted on the contract liability under the effective
interest method. For a contract where the period between the payment by the customer and the transfer of the
promised goods or services is one year or less, the transaction price is not adjusted for the effects of a significant
financing component, using the practical expedient in IFRS 15.
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Revenue from contracts with customers (Continued)

Medical diagnostic testing services

(a)

(b)

(c)

Diagnostic testing services

The Group earns revenue by providing specialised diagnostic testing services to hospitals or individual patient
customers based on a written test requisition form. The service period of each specialised diagnostic testing is
generally within two to seven business days.

Revenue from specialised diagnostic testing services is recognised at the point in time when services
completed.

Sale of medical products

Revenue from the sale of medical products is recognised at the point in time when control of the asset is
transferred to the customer, generally on delivery of the medical products to the customer.

Some contracts for the sale of medical products provide customers with rights of return, giving rise to variable
consideration.

(i) Rights of return

Some contracts for the sale of medical products provide customers with rights of return. The rights of
return give rise to variable consideration. For contracts which provide a customer with a right to return
the goods within a specified period, the expected value method is used to estimate the goods that will
not be returned because this method best predicts the amount of variable consideration to which the
Group will be entitled. The requirements in IFRS 15 on constraining estimates of variable consideration
are applied in order to determine the amount of variable consideration that can be included in the
transaction price. For goods that are expected to be returned, instead of revenue, a refund liability
is recognised. A right-of-return asset (and the corresponding adjustment to cost of sales) is also
recognised for the right to recover products from a customer.

Testing services for Research & Development ("R&D") projects and others

The Group generally enters into contracts of Contract Research Organisation services (‘CRO services”) with
sponsors of clinical trials, pharmaceutical and medical device companies and research institutes to provide
research and clinical trial services with duration ranging from one month to several years.

Revenue from testing services for R&D projects and others is recognised overtime when the Group has
an enforceable right to payment for performance completed to date. The progress of research services is
measured based on outputs to the satisfaction of related performance obligation of research services (output
method). In an output method, revenue is determined by multiplying that percentage of the actual units of
output achieved by the total contract value.

Other income

Interest income is recognised on an accrual basis using the effective interest method by applying the rate that

exactly discounts the estimated future cash receipts over the expected life of the financial instrument or a shorter

period, when appropriate, to the net carrying amount of the financial asset.
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The Company operates a share incentive plan. Employees (including directors) of the Group receive remuneration in
the form of share-based payments, whereby employees render services in exchange for equity instruments (“equity-
settled transactions”). The cost of equity-settled transactions with employees is measured by reference to the fair
value at the date at which they are granted. The fair value is determined by an external valuer using a binomial
model, further details of which are given in note 32 to the financial statements.

The cost of equity-settled transactions is recognised in employee benefit expense, together with a corresponding
increase in equity, over the period in which the performance and/or service conditions are fulfilled. The cumulative
expense recognised for equity-settled transactions at the end of each reporting period until the vesting date
reflects the extent to which the vesting period has expired and the Group's best estimate of the number of equity
instruments that will ultimately vest. The charge or credit to the statement of profit or loss for a period represents
the movement in the cumulative expense recognised as at the beginning and end of that period.

Service and non-market performance conditions are not taken into account when determining the grant date fair
value of awards, but the likelihood of the conditions being met is assessed as part of the Group's best estimate of
the number of equity instruments that will ultimately vest. Market performance conditions are reflected within the
grant date fair value. Any other conditions attached to an award, but without an associated service requirement, are
considered to be non-vesting conditions. Non-vesting conditions are reflected in the fair value of an award and lead

to an immediate expensing of an award unless there are also service and/or performance conditions.

For awards that do not ultimately vest because non-market performance and/or service conditions have not been
met, no expense is recognised. Where awards include a market or non-vesting condition, the transactions are
treated as vesting irrespective of whether the market or non-vesting condition is satisfied, provided that all other
performance and/or service conditions are satisfied.

Where the terms of an equity-settled award are modified, as a minimum an expense is recognised as if the terms
had not been modified, if the original terms of the award are met. In addition, an expense is recognised for any
modification that increases the total fair value of the share-based payments, or is otherwise beneficial to the
employee as measured at the date of modification. Where an equity-settled award is cancelled, it is treated as if it
had vested on the date of cancellation, and any expense not yet recognised for the award is recognised immediately.
This includes any award where non-vesting conditions within the control of either the Group or the employee are not
met. However, if a new award is substituted for the cancelled award, and is designated as a replacement award on
the date that it is granted, the cancelled and new awards are treated as if they were a modification of the original
award, as described in the previous paragraph.

The dilutive effect of outstanding options is reflected as additional share dilution in the computation of earnings per
share.
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A contract liability is recognised when a payment is received or a payment is due (whichever is earlier) from a
customer before the Group transfers the related goods or services. Contract liabilities are recognised as revenue
when the Group performs under the contract (i.e., transfers control of the related goods or services to the customer).

Pension scheme

The employees of the Group's subsidiary which operates in the Chinese mainland are required to participate in a
central pension scheme operated by the local municipal government. This subsidiary is required to contribute 5%
of its payroll costs to the central pension scheme. The contributions are charged to profit or loss as they become
payable in accordance with the rules of the central pension scheme.

There is no forfeited contribution for the defined contribution plans as the contributions are fully vested to the
employees upon payment.

Housing fund — Chinese mainland

The Group contributes on a monthly basis to a defined contribution housing fund plan operated by the local
municipal government. Contributions to this plan by the Group are expensed as incurred.

Borrowing costs directly attributable to the acquisition, construction or production of qualifying assets, i.e., assets
that necessarily take a substantial period of time to get ready for their intended use or sale, are capitalised as part
of the cost of those assets. The capitalisation of such borrowing costs ceases when the assets are substantially
ready for their intended use or sale. All other borrowing costs are expensed in the period in which they are incurred.
Borrowing costs consist of interest and other costs that an entity incurs in connection with the borrowing of funds.

If the Group receives information after the reporting period, but prior to the date of authorisation for issue, about
conditions that existed at the end of the reporting period, it will assess whether the information affects the
amounts that it recognises in its financial statements. The Group will adjust the amounts recognised in its financial
statements to reflect any adjusting events after the reporting period and update the disclosures that relate to those
conditions in light of the new information. For non-adjusting events after the reporting period, the Group will not
change the amounts recognised in its financial statements, but will disclose the nature of the non-adjusting events
and an estimate of their financial effects, or a statement that such an estimate cannot be made, if applicable.

Final dividends are recognised as a liability when they are approved by the shareholders in a general meeting.
Proposed final dividends are disclosed in the notes to the financial statements. Interim dividends are simultaneously
proposed and declared, because the Company's memorandum and articles of association grant the directors the
authority to declare interim dividends. Consequently, interim dividends are recognised immediately as a liability
when they are proposed and declared.
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These financial statements are presented in RMB, which is different from the Company’s functional currency,
United States dollar ("USD"). As the major revenues and assets of the Group are derived from operations in Chinese
mainland, RMB is chosen as the presentation currency. Each entity in the Group determines its own functional
currency and items included in the financial statements of each entity are measured using that functional currency.
Foreign currency transactions recorded by the entities in the Group are initially recorded using their respective
functional currency rates prevailing at the dates of the transactions. Monetary assets and liabilities denominated
in foreign currencies are translated at the functional currency rates of exchange ruling at the end of the reporting
period. Differences arising on settlement or translation of monetary items are recognised in profit or loss.

Non-monetary items that are measured in terms of historical cost in a foreign currency are translated using the
exchange rates at the dates of the initial transactions. Non-monetary items measured at fair value in a foreign
currency are translated using the exchange rates at the date when the fair value was measured. The gain or loss
arising on translation of a non-monetary item measured at fair value is treated in line with the recognition of the
gain or loss on change in fair value of the item (i.e., translation difference on the item whose fair value gain or loss
is recognised in other comprehensive income or profit or loss is also recognised in other comprehensive income or

profit or loss, respectively).

In determining the exchange rate on initial recognition of the related asset, expense or income on the derecognition
of a non-monetary asset or non-monetary liability relating to an advance consideration, the date of initial transaction
is the date on which the Group initially recognises the non-monetary asset or non-monetary liability arising from the
advance consideration. If there are multiple payments or receipts in advance, the Group determines the transaction
date for each payment or receipt of the advance consideration.

The functional currencies of certain overseas subsidiaries are currencies other than RMB. As at the end of the
reporting period, the assets and liabilities of these entities are translated into RMB at the exchange rates prevailing
at the end of the reporting period and their statements of profit or loss are translated into RMB at the exchange
rates that approximate to those prevailing at the dates of the transactions.

The resulting exchange differences are recognised in other comprehensive income and accumulated in the
exchange fluctuation reserve, except to the extent that the differences are attributable to non-controlling interests.
On disposal of a foreign operation, the cumulative amount in the reserve relating to that particular foreign operation
is recognised in profit or loss.

For the purpose of the consolidated statement of cash flows, the cash flows of overseas subsidiaries are translated
into RMB at the exchange rates ruling at the dates of the cash flows. Frequently recurring cash flows of overseas
subsidiaries which arise throughout the year are translated into RMB at the weighted average exchange rates for

the year.
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3.

SIGNIFICANT ACCOUNTING JUDGEMENTS AND ESTIMATES

The preparation of the Group's financial statements requires management to make judgements, estimates and
assumptions that affect the reported amounts of revenues, expenses, assets and liabilities, and their accompanying
disclosures, and the disclosure of contingent liabilities. Uncertainty about these assumptions and estimates could
result in outcomes that could require a material adjustment to the carrying amounts of the assets or liabilities
affected in the future.

Judgements

In the process of applying the Group's accounting policies, management has made the following judgements, apart
from those involving estimations, which have the most significant effect on the amounts recognised in the financial
statements:

Deferred tax assets

Deferred tax assets relating to certain deductible temporary differences and tax losses are recognised when
management considers it is probable that future taxable profit will be available against which the deductible
temporary differences or tax losses can be utilised. The outcome of their actual utilisation may be different. Details
of the deferred taxation are disclosed in note 20 to the financial statements.

Estimation uncertainty

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

Impairment of goodwill

The Group determines whether goodwill is impaired at least on an annual basis. This requires an estimation of the
value in use of the cash-generating units to which the goodwill is allocated. Estimating the value in use requires the
Group to make an estimate of the expected future cash flows from the cash-generating units and also to choose a
suitable discount rate in order to calculate the present value of those cash flows. The carrying amount of goodwill at
31 December 2025 was RMB117,214,000 (2024: RMB79,802,000). Further details are given in note 17 to the financial
statements.
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SIGNIFICANT ACCOUNTING JUDGEMENTS AND ESTIMATES (continued)

Estimation uncertainty (Continued)
Provision for expected credit losses on trade and bills receivables

The Group uses a provision matrix to calculate ECLs for trade and bills receivables. The provision rates are based on
days past due for groupings of various customer segments that have similar loss patterns such as ageing, historical
denial and past collection experience.

The provision matrix is initially based on the Group's historical observed default rates. The Group calibrates the
matrix to adjust the historical credit loss experience with forward-looking information. For instance, if forecast
economic conditions (i.e., gross domestic product) are expected to deteriorate over the next year which can lead
to an increased number of defaults in the manufacturing sector, the historical default rates are adjusted. At each
reporting date, the historical observed default rates are updated and changes in the forward-looking estimates are
analysed.

The assessment of the correlation among historical observed default rates, forecast economic conditions and
ECLs is a significant estimate. The amount of ECLs is sensitive to changes in circumstances and forecast economic
conditions. The Group's historical credit loss experience and forecast of economic conditions may also not be
representative of a customer’s actual default in the future. The information about the ECLs on the Group's trade and
bills receivables is disclosed in note 22 to the financial statements.

OPERATING SEGMENT INFORMATION

Geographical information

For management purposes, the Group is organised into a whole business unit based on its products and services.
Management monitors the results of the Group's operating as a whole for the purpose of making decisions about
resource allocation and performance assessment.

Since nearly all of the Group’s non-current assets were located in Chinese mainland, no geographical segment
information is presented in accordance with IFRS 8 Operating Segments.

Information about a major customer

No revenue from the Group's sales to a single customer amounted to 10% or more of the Group's revenue during the
year.
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5. REVENUE

An analysis of revenue is as follows:

(i)

(ii)

Disaggregated revenue information

e

2025 2024
RMB’000 RMB'000
Revenue from contracts with customers
Medical diagnostic services 2,638,450 2,914,113
Timing of revenue recognition
At a pointin time 2,590,955 2,878,000
Over time 47,495 36,113

Total 2,638,450 2,914,113

The following table shows the amount of revenue recognised in the current reporting period that was included
in the contract liabilities at the beginning of the reporting period and recognised from performance obligations
satisfied in previous periods:

-

2025 2024
RMB’000 RMB'000

Revenue recognised that was included in the contract liabilities
balance at the beginning of year: 29,905 34,664

Performance obligations

Information about the Group's performance obligations is summarised below:

Testing services for R&D projects and others

Under testing services for R&D projects and others, revenue is recognised at the amount to which the Group
has the right to invoice for the services performed. Therefore, under the practical expedient allowed by IFRS
15, the Group does not disclose the value of unsatisfied performance obligation.



6. OTHER INCOME AND GAINS

An analysis of other income and gains, net is as follows:

-
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2025 2024
RMB’000 RMB'000

Other income and gains
Bank interest income 13,185 21,472
Government grants - income* 9,845 11,571
Foreign exchange gains = 7,594
Fair value gains on financial assets at FVTPL 1,077 2,256
Gains on lease termination of items of right-of-use assets 18 —
Others 8,201 6,368
Total 32,326 49,261

* The government grants related to income have been received as compensation for expenses or losses already incurred or for the purpose

of giving immediate financial support to the Group with no future related costs that are recognised in profit or loss in the period upon actual

receipt. There are no unfulfilled conditions or contingencies relating to these grants.

7. OTHER EXPENSES

An analysis of other expenses, net is as follows:

-

2025 2024
RMB’000 RMB'000
Other expenses

Impairment losses, net of reversal
- Financial assets under the ECL model 49,711 139,777
- Inventories (167) 2,320
Losses on disposal of property and equipment and other intangible assets 4,373 10,174
Fair value losses on financial assets at FVTPL 733 4,486
Donation 796 3,216
Bank charges 1,294 2,283
Losses on lease termination of items of right-of-use assets = 159
Foreign exchange losses 19,518 —
Others 3,067 2,175
Total 79,325 164,590

)
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8. PROFIT BEFORE TAX

The Group's profit before tax is arrived at after charging/(crediting):

-

2025 2024
RMB’'000 RMB'000

Cost of services provided 1,535,519 1,514,526
Cost of inventories sold 150,448 300,938
Depreciation of property and equipment* 109,926 105,104
Depreciation of right-of-use assets* 62,733 60,955
Amortisation of other intangible assets* 12,262 10,034
Share of loss of an associate 180 —
Fair value (gains)/losses on financial assets on FVTPL, net (344) 2,230
Research and development costs 103,674 120,037
Auditors’ remuneration 3,230 3,230
Employee benefit expense*

(including directors’ remuneration as set out in note 10): 874,158 887,189

Share awards 4,943 2,151

Salaries and other benefits 725,439 723,122

Pension scheme contributions, social welfare and other welfare 143,776 161,916
Lease payments not included in the measurement of lease liabilities 11,455 15,996
Bank interest income (13,185) (21,472)
Foreign exchange losses/(gains), net 19,518 (7,594)
Losses on disposal of items of property and equipment

and other intangible assets 4,373 10,174
(Gains)/losses on lease termination of items of right-of-use assets (18) 159
Impairment losses, net of reversal: 49,544 142,097

- Financial assets under the ECLs model 49,711 139,777

- Inventories (167) 2,320

* The depreciation of property and equipment, the depreciation of right-of-use assets, the amortisation of other intangible assets, and the

employee benefit expense for the year are included in “Cost of sales”, “Selling and marketing expenses”, "Administrative expenses” and
“Research and development costs” in the consolidated statement of profit or loss and other comprehensive income.



9. FINANCE COSTS

An analysis of finance costs is as follows:

-
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2025 2024
RMB’000 RMB'000

Interest expenses on:
Bank borrowings
Lease liabilities

Total

37,588 40,591
10,918 11,767
48,506 52,358

10. DIRECTORS’ AND CHIEF EXECUTIVE'S REMUNERATION

Directors’ and chief executive's remuneration for the year, disclosed pursuant to the Listing Rules, section 383(1)(a),
(b), (c) and (f) of the Hong Kong Companies Ordinance and Part 2 of the Companies (Disclosure of Information about

Benefits of Directors) Regulation, is as follows:

-

2025 2024

RMB’000 RMB'000

Fees 1,747 1,277
Other emoluments:

Salaries, allowances and benefits in kind 3,139 3,975

Performance related bonuses — 900

Share-based compensation expenses 164 302

Pension scheme contributions Al 71

Subtotal 3,374 5,248

Total

5,121 6,525

During the year, certain directors were granted share awards, in respect of their services to the Group, under the

share incentive plan of the Company, further details of which are set out in note 32 to the financial statements. The

fair value of such share awards, which has been recognised in profit or loss over the vesting period, was determined

as at the date of grant and the amount is included in the above directors’ and chief executive's remuneration

disclosures.
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10. DIRECTORS’ AND CHIEF EXECUTIVE'S REMUNERATION (continued)

(a) Independent non-executive directors

The fees paid to independent non-executive directors during the year were as follows:

-

2025 2024

RMB’000 RMB'000

Mr. Ml Brian Zihou 290 290
Mr. YEH Richard 290 282
Mr. ZHANG Wei 280 272

Total 860 844

(b) Executive director, non-executive directors and the chief executive

-

Salaries,
allowances Performance Share- Pension Total
and benefits related based scheme remune-
Note Fees in kind bonuses payment contributions ration

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

2025
Executive director
and chief executive:
Mr. GAO Song - 3,139 - 164 n 3,374

Non-executive directors:

Mr. LIN Jixun - - - - - -
Ms. YANG Ling = = = - - -
Ms. FENG Janine Junyuan = - - - - -
Mr. ZHOU Mintao i 732 - - - - 732
Mr. ZHU Jonathan iii 155 - - - - 155
Subtotal 887 - - - - 887

Total 887 3,139 = 164 n 4,261
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10. DIRECTORS’ AND CHIEF EXECUTIVE'S REMUNERATION (continued)

(b)

Executive director, non-executive directors and the chief executive (Continued)

-

Salaries,
allowances Performance Share- Pension Total
and benefits related based scheme remune-
Notes Fees in kind bonuses payment contributions ration
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
2024
Executive director
and chief executive:
Mr. GAO Song - 3975 900 302 71 5,248
Non-executive directors:
Mr. LIN Jixun - - - - - -
Ms. YANG Ling — — — — — —
Ms. FENG Janine Junyuan - - - - - -
Ms. LIM Kooi June i — — — — — —
Mr. ZHOU Mintao ii 433 - - - - 433
Subtotal 433 - - - - 433
Total 433 3975 900 302 71 5,681
Notes:
(i) Ms. LIM Kooi June resigned as a non-executive director of the Company on 30 May 2024.
(ii) Mr. ZHOU Mintao was appointed as a non-executive director of the Company on 30 May 2024,
(iii) Mr. ZHU Jonathan was appointed as a non-executive director of the Company on 22 August 2025 and resigned on 09 November 2025.
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11. FIVE HIGHEST PAID EMPLOYEES

The five highest paid employees of the Group during the year included one director (2024: one), details of whose
remuneration are set out in note 10 above. Details of the remuneration for the year of the remaining four (2024:

four) highest paid employees who are neither a director nor chief executive of the Company are as follows:

-

2025 2024

RMB’000 RMB'000

Salaries and bonuses 6,012 7,017
Social welfare and other benefits 194 348
Share-based compensation expenses 3,599 174

Total 9,805 7,539

The number of non-director highest paid employees whose remuneration fell within the following bands is as
follows:

-

Number of employees

2024
Hong Kong Dollar ("HKD") 1,000,001 to HKD1,500,000 1 —
HKD1,500,001 to HKD2,000,000 1 2
HKD2,000,001 to HKD2,500,000 — 1
HKD2,500,001 to HKD3,000,000 1 —
HKD3,000,001 to HKD3,500,000 — 1
HKD5,000,001 to HKD5,500,000 1 —

Total 4 4

During the year, share awards were granted to non-director and non-chief executive highest paid employees in
respect of their services to the Group, further details of which are included in the disclosures in note 31 to the
financial statements. The fair value of such share awards, which has been recognised in profit or loss over the
vesting period, was determined as at the date of grant and the amount included in the financial statements is
included in the above non-director and non-chief executive highest paid employees’ remuneration disclosures.
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12. INCOME TAX

The Group is subject to income tax on an entity basis on profits arising in or derived from the jurisdictions in which
members of the Group are domiciled and operate.

Cayman Islands

Under the current laws of the Cayman Islands, the Company is not subject to tax on income or capital gains.

Hong Kong

The subsidiaries which operate in Hong Kong are subject to profits tax at a rate of 8.25% which applies to the first
HKD2,000,000 of assessable profits, and the remaining assessable profits are subject to profits tax at a rate of
16.5%.

Pursuant to the PRC Enterprise Income Tax Law, a 10% withholding tax is levied on dividends declared to foreign
investors from the foreign investment enterprises established in Chinese mainland. The requirement is effective
from 1 January 2008 and applies to earnings after 31 December 2007. A lower withholding tax rate may be applied
if there is a tax treaty between Chinese mainland and the jurisdiction of the foreign investors. For the Group,
the applicable rate is 5% since September 2023. The Group is therefore liable to withholding taxes on dividends
distributed by those subsidiaries established in Chinese mainland in respect of earnings generated from 1 January
2008.

Chinese mainland

Pursuant to the Enterprise Income Tax Law of the PRC and the respective regulations (the "EIT Law"), the
subsidiaries which operate in Chinese mainland are subject to EIT at a rate of 25% on the taxable income, except for
certain subsidiaries which are entitled to preferential tax rates.

Pillar Two income taxes

The Group is out of the scope of the Pillar Two model rules because the revenue for the year ended 31 December
2025 did not exceed Euro 750 million. The Group continues to closely monitor Pillar Two legislative developments,
as more countries prepare to enact the Pillar Two model rules, to evaluate the potential future impact on its financial
statements.

The income tax expense of the Group for the year is analysed as follows:

-

2025 2024

RMB’000 RMB'000

Current income tax 35,938 55,035
Deferred income tax (6,899) (25,638)
Total tax charge for the year 29,039 29,397
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12. INCOME TAX (Continued)

Chinese mainland (Continued)

Pillar Two income taxes (Continued)

A reconciliation of the tax expense applicable to profit before tax using the statutory rate for the jurisdiction in which
the majority of the Group's subsidiaries are domiciled to the tax expense at the effective tax rate is as follows:

-

Profit before tax

Tax at the statutory tax rate (25%)

Lower tax rates for specific provinces or enacted by local authority

Effect on opening deferred tax assets or liabilities resulting from previously
unrecognised tax losses, tax credit or temporary differences

Adjustments in respect of current tax of previous periods

Additional deductible allowance for qualified research
and development costs

Expenses not deductible for tax

Tax losses utilised from previous periods

Tax losses and temporary differences not recognised

Effect of withholding tax at 5% (2024: 5%) on the distributable
profits of the Group’s PRC subsidiaries

Tax charge at the Group's effective rate

2025

RMB’000

51,784
12,946
(1,547)

(6,376)
440

(16,695)
5,060

(251)
33,066

2,396

29,039

2024

RMB'000

91,960
22,990
(7,100)

(1,244)
4,060

(16,521)
4,557
(2,078)
24,173

560

29,397

13. DIVIDENDS

No dividend has been paid or declared by the Company for the year ended 31 December 2025.
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14. EARNINGS PER SHARE ATTRIBUTABLE TO ORDINARY EQUITY HOLDERS OF
THE PARENT

The calculation of the basic earnings per share amounts is based on the profit for the year attributable to
ordinary equity holders of the parent, and the weighted average number of ordinary shares of 714,501,132 (2024:
721,371,760) outstanding during the year, as adjusted to reflect the rights issue during the year.

The calculation of the diluted earnings per share amounts is based on the profit for the year attributable to ordinary
equity holders of the parent. The weighted average number of ordinary shares used in the calculation is the
number of ordinary shares outstanding during the year, as used in the basic earnings per share calculation, and
the weighted average number of ordinary shares assumed to have been issued at no consideration on the deemed
exercise or conversion of all dilutive potential ordinary shares into ordinary shares. For the year ended 31 December
2025, the calculation of diluted earnings per share has not considered restricted share units ("RSUs") under the
share incentive plans of the Company as the inclusion would be anti-dilutive.

The calculations of basic and diluted earnings per share are based on:

-

Earnings
Profit attributable to ordinary equity holders of the parent,
used in the basic earnings per share calculation (RMB'000) 18,443 47,014

oo TS

Ordinary shares (‘000)
Weighted average number of ordinary shares outstanding
during the year used in the basic earnings per share calculation* 714,501 721,372

Earnings per share (RMB per share) 0.03 0.07

Effect of dilution — weighted average number of ordinary shares:
Weighted average number of ordinary shares outstanding

during the year used in the diluted earnings per share calculation 714,501 721,372
Diluted earnings per share (RMB per share) 0.03 0.07
* The weighted average number of shares was after taking into account the effect of treasury shares held.
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15. PROPERTY AND EQUIPMENT

-

Office and Leasehold
electronic Laboratory Motor improve-  Construction

equipment equipment vehicles ments in progress Total
RMB'000 RMB’000 RMB'000 RMB'000 RMB'000 RMB'000

31 December 2025

At 1 January 2025

Cost 101,918 560,340 14,896 271,110 8,047 956,311
Accumulated depreciation (57,657) (353,834) (12,108) (134,192) - (557,791)
Net carrying amount 44,261 206,506 2,788 136,918 8,047 398,520

At 1 January 2025, net of

accumulated depreciation 44,261 206,506 2,788 136,918 8,047 398,520
Additions 9,039 54,092 285 424 20,927 84,767
Acquisition of a subsidiary 1,017 5,954 69 2,585 - 9,625
Disposals (1,101) (6,715) (33) (1,710) = (9,559)
Transfers 223 - - 10,251 (10,474) -
Depreciation provided during the year (13,964) (65,848) (703) (29,411) - (109,926)

At 31 December 2025, net of
accumulated depreciation 39,475 193,989 2,406 119,057 18,500 373,427

At 31 December 2025:

Cost 107,848 612,596 15,842 281,160 18,500 1,035,946
Accumulated depreciation (68,373) (418,607) (13,436) (162,103) - (662,519)

Net carrying amount 39,475 193,989 2,406 119,057 18,500 373,427
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-

31 December 2025

Office and Leasehold
electronic Laboratory Motor improve-  Construction
equipment equipment vehicles ments in progress Total
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
31 December 2024
At 1 January 2024
Cost 97,985 522,037 16,605 260,600 8,708 905,935
Accumulated depreciation (46,123) (324,960) (11,711) (112,154) - (694,948)
Net carrying amount 51,862 197,077 4,894 148,446 8,708 410,987
At 1 January 2024, net of
accumulated depreciation 51,862 197,077 4,894 148,446 8,708 410,987
Additions 8,320 71,495 216 8,962 15,832 104,825
Disposals (1,064) (3,976) (342) (6,806) - (12,188)
Transfers - - — 16,493 (16,493) -
Depreciation provided during the year (14,857) (58,090) (1.980) (30,177) - (105,104)
At 31 December 2024, net of
accumulated depreciation 44,261 206,506 2,788 136,918 8,047 398,520
At 31 December 2024
Cost 101,918 560,340 14,896 271,110 8,047 956,311
Accumulated depreciation (57,657) (353,834) (12,108) (134,192) - (557,791)
Net carrying amount 44,261 206,506 2,788 136,918 8,047 398,520
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16. LEASES

The Group as a lessee

The Group has lease contracts for various items of properties and equipments used in its operations. Leases of

properties generally have lease terms between 2 and 10 years. Equipments generally have lease terms of 12

months or less or is individually of low value. Generally, the Group is restricted from assigning and subleasing the

leased assets outside the Group.

(a)  Right-of-use assets

The carrying amounts of the Group's right-of-use assets and the movements during the year are as follows:

-

Properties Equipment Total
RMB’000 RMB’000 RMB’000
As at 1 January 2024: 174,440 12,950 187,390
Additions 31,652 9,019 40,671
Revision of a lease term arising from a change
in the non-cancellable period of a lease (465) - (465)
Lease termination (752) (170) (922)
Depreciation charge (53,893) (7,062) (60,955)
As at 31 December 2024 150,982 14,737 165,719
As at 1 January 2025 150,982 14,737 165,719
Additions 53,734 4,728 58,462
Acquisition of a subsidiary 5,284 68 5,352
Lease termination (442) (674) (1,116)
Depreciation charge (55,501) (7,232) (62,733)
As at 31 December 2025: 154,057 11,627 165,684
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16. LEASES (continued)

The Group as a lessee (Continued)
(b)  Lease liabilities

The carrying amount of lease liabilities and the movements during the year are as follows:

-

2025 2024
RMB’000 RMB'000
At the beginning of year 185,232 202,318
New leases 58,462 40,671
Acquisition of a subsidiary 5,598 —
Accretion of interest recognised during the year 10,918 11,767
Payments (76,917) (68,296)
Revision of a lease term arising from a change in the
non-cancellable period of a lease — (465)
Lease termination (1,134) (763)
Ending balance 182,159 185,232
Analysed into:
Current portion 58,855 60,709
Non-current portion 123,304 124,523
A maturity analysis of the lease liabilities for the year is as follows:
2025 2024
RMB’000 RMB'000
Less than 3 months 24,879 22,795
3 months to less than 12 months 33,976 37,914
1 to 3 years 84,296 72,429
Over 3 years 39,008 52,094

Total 182,159 185,232
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16. LEASES (continued)

The Group as a lessee (Continued)

(c)  The amounts recognised in profit or loss in relation to leases are as follows:

-

2025 2024

RMB’000 RMB'000

Interest on lease liabilities 10,918 11,767
Depreciation charge of right-of-use assets 62,733 60,955
Expense relating to leases of short-term and low-value assets 11,455 15,996
(Gains)/losses on lease termination of right-of-use assets (18) 159
Total amount recognised in profit or loss 85,088 88,877

(d)  The following future cash outflows of the Group are potentially exposed to that are not reflected in the

measurement of lease liabilities:

e

Future cash outflows for short-term leases and

2025 2024
RMB’000 RMB'000

leases of low-value assets 2,005 5,106
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17. GOODWILL

RMB’000

Cost at 1 January 2024, net of accumulated impairment 79,802

Impairment during the year —

Net carrying amount at 31 December 2024 79,802

As at 31 December 2024:
Cost 79,802
Accumulated impairment —

Net carrying amount 79,802
Cost at 1 January 2025, net of accumulated impairment 79,802
Acquisition of a subsidiary 37,412

Impairment during the year —

Net carrying amount at 31 December 2025 117,214

As at 31 December 2025:
Cost 117,214

Accumulated impairment —

Net carrying amount 117,214

Impairment testing of goodwill

Goodwill of RMB25,691,000 was generated from the acquisition of Shangrao Adicon Clinical Laboratory Co.,Ltd.
("Shangrao Adicon”) and Jiangxi Jince on 28 February 2021, goodwill of RMB54,111,000 was generated from the
acquisition of Henan Adicon on 31 May 2022, and goodwill of RMB37,412,000 was generated from the acquisition of
Suzhou Yuande Youqin Medical Laboratory Co., Ltd. (“Yougin”) on 23 August 2025.

The cash flows generated from Shangrao Adicon and Jiangxi Jince are expected to benefit from the synergies
of each other, for impairment testing, but are independent from those of the other subsidiaries of the Company.
Therefore, Shangrao Adicon and Jiangxi Jince are grouped as one cash-generating unit (‘“CGU") and the goodwill
therefore is monitored collectively. The goodwill of Henan Adicon CGU and Yougin CGU are monitored independently.

The recoverable amount of each CGU has been determined based on value-in-use calculations using pre-tax cash
flow projections, which are based on financial budgets approved by the management of the Company covering a
period of 5 years.
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17. GOODWILL (Continued)

Impairment testing of goodwill (Continued)

-

Shangrao Adicon and
Jiangxi Jince CGU

As at As at

31 December 31 December

2025 2024

Revenue (% compound growth rate) 5% 5%
Terminal growth rate 2% 2%
Pre-tax discount rate 16% 17%

-

Henan Adicon CGU

As at As at

31 December 31 December

2025 2024

Revenue (% compound growth rate) 10% 7%
Terminal growth rate 2% 2%
Pre-tax discount rate 16% 18%

e

Yougin CGU

As at

31 December
2025

Revenue (% compound growth rate) 15%
Terminal growth rate 2%
Pre-tax discount rate 14%

The following describes each key assumption on which management has based its cash flow projections to
undertake impairment testing of goodwill for each CGU as at 31 December 2024 and 31 December 2025.

Revenue - The basis used to determine the budgeted revenue is based on management’s expectation of market
development.

Terminal growth rate - The forecasted terminal growth rate is based on management’s expectations and does not
exceed the long-term average growth rate for the industry relevant to the CGUs.

The pre-tax discount rate used is before tax and reflects specific risks relating to the CGUs.
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17. GOODWILL (Continued)

Impairment testing of goodwill (Continued)

Based on the result of impairment assessment, there was no impairment as at 31 December 2025.

Sensitivity to changes in key assumptions:

The management of the Company has performed sensitivity test by decreasing 1% of the expected revenue,
decreasing 1% of the terminal growth rate or increasing 1% of the pre-tax discount rate, with all other assumptions
held constant. The impacts on the amount by which each CGU's recoverable amount exceeds its carrying amount
(headroom) are as follows:

-

Shangrao Adicon and Jiangxi Jince

CcGU
As at As at
31 December 31 December
2025 2024
RMB’000 RMB'000
Headroom 13,663 9,914
Impact by decreasing the expected revenue (2,140) (3,105)
Impact by decreasing the terminal growth rate (6,791) (7,217)
Impact by increasing the pre-tax discount rate (2,060) (7,744)

-

Henan Adicon CGU
As at As at
31 December 31 December
2025 2024
RMB’000 RMB'000
Headroom 20,839 21,385
Impact by decreasing the expected revenue (4,765) (5,466)
Impact by decreasing the terminal growth rate (14,791) (13,683)
Impact by increasing the pre-tax discount rate (13,227) (17,370)
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17. GOODWILL (Continued)

Impairment testing of goodwill (Continued)

Sensitivity to changes in key assumptions: (Continued)

-

Yuande
Yougin CGU

As at
31 December

2025
RMB’000

Headroom 15,323
Impact by decreasing the expected revenue (5,548)
Impact by decreasing the terminal growth rate (8,134)
Impact by increasing the pre-tax discount rate (13,589)

Considering there was still sufficient headroom based on the assessment, the management of the Company believes
that a reasonably possible change in the above key parameters would not cause the carrying amount of the group of
CGUs to exceed its recoverable amount as at 31 December 2024 and 31 December 2025.
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18. OTHER INTANGIBLE ASSETS

-

Customer

Patents Software relationship Total
RMB’000 RMB’'000 RMB’000 RMB’000

At 1 January 2025:

Cost 91,497 15,051 77,000 183,548
Accumulated amortisation (7,535) (10,878) (11,071) (29,484)
Net carrying amount 83,962 4,173 65,929 154,064

Cost at 1 January 2025,

net of accumulated amortisation 83,962 4,173 65,929 154,064
Additions 278 3,067 — 3,345
Acquisition of a subsidiary 14,300 390 19,239 33,929
Disposal — (29) = (29)
Amortisation provided during the year (5,598) (2,413) (4,251) (12,262)
At 31 December 2025 92,942 5,188 80,917 179,047

At 31 December 2025:

Cost 108,286 16,181 96,239 220,706
Accumulated amortisation (15,344) (10,993) (15,322) (41,659)
Net carrying amount 92,942 5,188 80,917 179,047

At 1 January 2024:

Cost 81,680 12,206 77,000 170,886
Accumulated amortisation (3,431) (8,818) (7,221) (19,470)
Net carrying amount 78,249 3,388 69,779 151,416

Cost at 1 January 2024,

net of accumulated amortisation 78,249 3,388 69,779 151,416
Additions 9,817 2,870 — 12,687
Disposal — (5) = (5)
Amortisation provided during the year (4,104) (2,080) (3,850) (10,034)
At 31 December 2024 83,962 4,173 65,929 154,064

At 31 December 2024:

Cost 91,497 15,051 77,000 183,548
Accumulated amortisation (7,535) (10,878) (11,071) (29,484)
Net carrying amount 83,962 4,173 65,929 154,064

)
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19. INVESTMENTS IN AN ASSOCIATE

-

Investments in an associate 6,653 -

2025 2024
RMB’000 RMB'000

Particulars of the material associate are as follows:

-

Percentage of

ownership

Particulars of Place of interest

issued shares registration attributable
held and business to the Group  Principal activity

AstraBio Ltd ("AstraBio”) Ordinary shares ~ Cayman Islands 10%  production and
development of
medical devices

Note:
The Group's shareholdings in the associate all comprise equity shares held directly by the Company.

On 23 August 2025, the Group acquired 100 issued ordinary shares (equivalent to 10% interests) of AstraBio Ltd.
("AstraBio”), 900 warrants to purchase the issued shares (equivalent to 90% interest of AstraBio) and 300 warrants
to subscribe new shares of AstraBio, in exchange with 12,754,297 shares of the Company. The Group's investment
in an associate is stated in the consolidated statement of financial position at the Group’s share of net assets under
the equity method of accounting, less any impairment losses as the Group has significant influence on AstraBio.

The Group's trade receivable and payable balances with the associate are disclosed in note 36 to the financial
statements.
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20. DEFERRED TAX

The movements in deferred tax assets during the year is as follows:

Deferred tax assets

g

Losses

available for

off setting
against future Accrued Lease Impairment
taxable profits expenses liabilities of assets Total
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
At 1 January 2024 8,182 45,109 29,315 46,033 128,639
Deferred tax credited during
the year (note 12) 3,884 2,682 3,567 20,344 30,477

At 31 December 2024 and
1 January 2025 12,066 47,791 32,882 66,377 159,116

Deferred tax credited/(charged)
during the year (note 12) 1,879 (6,395) (1,993) 9,127 2,618

At 31 December 2025 13,945 41,396 30,889 75,504 161,734
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20. DEFERRED TAX (Continued)

Deferred tax liabilities

-

EAET
adjustments
arising from Right of
acquisition use assets Accrual for
of subsidiaries Lease withholding tax Total
RMB’000 RMB’'000 RMB'000 RMB’'000
At 1 January 2024 17,445 24,793 5,596 47,834
Deferred tax (credited)/charged
during the year (note 12) (963) 5,242 560 4839

At 31 December 2024 and

1 January 2025 16,482 30,035 6,156 52,673
Business combination 5,031 — — 5,031
Deferred tax credited

during the year (note 12) (1.112) (1,907) (1,262) (4,281)
At 31 December 2025 20,401 28,128 4,894 53,423

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

-

2025 2024
RMB’000 RMB'000
Net deferred tax assets recognised in the consolidated
statement of financial position 133,637 129,180
Net deferred tax liabilities recognised in the consolidated
statement of financial position 25,326 22,737

The Group had tax losses arising in Chinese mainland of RMB538,579,000 as at 31 December 2025 (31 December
2024: RMB416,073,000) that would expire in one to ten years for offsetting against future taxable profits. Deferred
tax assets have not been recognised in respect of these losses as they have arisen in certain subsidiaries that have
been loss-making for some time and it is not considered probable that taxable profits will be available against which
the tax losses can be utilised.
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20. DEFERRED TAX (Continued)

Deferred tax liabilities (Continued)

Deferred tax assets have not been recognised in respect of the following items:

-

2025 2024

RMB’000 RMB'000

Tax losses 86,024 87,867
Deductible temporary differences 14,596 23,796

Total 100,620 111,663

The Group is liable for withholding taxes on dividends distributed by those subsidiaries established in Chinese
mainland in respect of earnings generated from 1 January 2008. The applicable rate is 5% (2024: 5%) for the Group.

21. INVENTORIES

-

2025 2024

RMB’'000 RMB'000

Reagents 89,789 79,740
Finished goods 38,788 46,344
Consumables 702 851

Total 129,279 126,935
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22. TRADE AND BILLS RECEIVABLES

-

Trade receivables
Bills receivable

Allowance for expected credit losses

Total

2025
RMB’000

1,702,708
6,533

1,709,241

(410,307)

1,298,934

2024
RMB'000

1,745,680
4,564

1,750,244

(372,880)

1,377,364

The Group's trading terms with its customers are mainly on credit, except for new customers, where payment in

advance is normally required. The credit period is generally from 90 to 120 days. Each customer has a maximum

credit limit. The Group seeks to maintain strict control over its outstanding receivables and has a credit control

department to minimise credit risk. Overdue balances are reviewed regularly by senior management. In view of

the aforementioned and the fact that the Group's trade and bills receivables relate to a large number of diversified

customers, there is no significant concentration of credit risk. The Group does not hold any collateral or other credit

enhancements over its trade and bills receivable balances. Trade and bills receivables are non-interest-bearing.

An ageing analysis of trade and bills receivables as at the end of the reporting period, based on the invoice date and

net of provisions, is as follows:

-

1 month to 6 months
6 months to 1 year

1 year to 2 years

2 years to 3 years
Over 3 years

Total

2025
RMB’000

827,628
197,983
154,132
110,304

8,887

1,298,934

2024
RMB'000

855,432
213,256
261,867
40,694
6,115

1,377,364
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22. TRADE AND BILLS RECEIVABLES (continued)

The movements in the loss allowance for impairment of trade and bills receivables are as follows:

-

2025 2024

RMB’000 RMB'000

At beginning of year 372,880 242,373
Impairment losses 49,702 139,804
Amount written off as uncollectible (12,275) (9,297)
At end of year 410,307 372,880

The Group has applied the simplified approach in IFRS 9 to measure the loss allowance at lifetime ECLs. The
Group determines the ECLs on these items by using a provision matrix. The provision rates are based on days
past due for groupings of various customer segments that have similar loss patterns such as ageing, historical
denial and past collection experience, adjusted as appropriate to reflect current conditions and estimates of future
economic conditions. The following table details the risk profile of trade and bills receivables, the expected loss rate
represents combined expected loss rate of different groupings of various customer segments:

g

As at 31 December 2025

Expected

Amount loss rate Impairment
RMB’000 RMB’000

Individually assessed 106,418 100.00 106,418

Measured by provision matrix:

1 month to 6 months 862,975 4.85 41,880
6 months to 1 year 215,506 8.13 17,523
1 year to 2 years 213,325 27.75 59,193
2 years to 3 years 207,210 46.77 96,906
3 years to 4 years 64,068 86.16 55,203
4 years to b years 25,096 99.94 25,081
Over 5 years 8,110 99.91 8,103
Total 1,702,708 410,307
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22. TRADE AND BILLS RECEIVABLES (continued)

-

As at 31 December 2024

Expected

Amount loss rate Impairment

RMB'000 % RMB'000

Individually assessed 125,727 100.00 125,727

Measured by provision matrix:
1 month to 6 months 887,190 3.58 31,758
6 months to 1 year 245,057 12.98 31,801
1 year to 2 years 341,135 23.24 79,268
2 years to 3 years 101,361 59.85 60,667
3 years to 4 years 36,605 83.45 30,548
4 years to b years 9,564 99.39 9,606
Over 5 years 3,605 100.00 3,605
Total 1,750,244 372,880
23. PREPAYMENTS, DEPOSITS AND OTHER RECEIVABLES

Notes 2025 2024

RMB’000 RMB'000

Deposits 21,018 20,553
—current 5,245 7,173
- non-current (a) 15,773 13,380
Prepayments (b) 45,203 43,778
Prepayments for property, plant and equipment 10,791 11,840
Deposit for purchase of interest (c) 18,200 18,200
Advance lease payments for short-term leases 3,490 6,286
Subscription receivable for exercising share awards (d) 82,039 83,851
Prepaid taxes 30,185 29,413
Long-term receivables (e) 30,626 29,601
- current 16,764 —
- non-current 13,862 29,601
Others 8,927 7,820
Provision for impairment (287) (278)

Total 250,192 251,064




ANNUAL REPORT 2025 143

NOTES TO THE FINANCIAL STATEMENTS

31 December 2025

23. PREPAYMENTS, DEPOSITS AND OTHER RECEIVABLES (continued)

Notes:

(a) The amount represents deposits for leases of properties with over one-year lease terms and deposits with suppliers.

(b) The amount represents prepayments for reagents and consumables.

(c) As at 31 December 2025, the balance amounting to approximately RMB18,200,000 represents a deposit for purchase of interest from two

Independent Clinical Laboratories (“ICL"s) in Henan from parties which are independent of the Company and its connected persons. The
deposit was refundable if certain conditions were not satisfied.

(d) As at 31 December 2025, the balance amounting to approximately RMB82,039,000 represents the subscription receivables due from executive
directors, senior management and employees under share incentive plans to settle the share awards being exercised. The amount is not yet
received by the Company due to the restrictions from the Sale and Payment of Foreign Exchange Regulations.

(e) In June 2024, a subsidiary of the Group entered into a supplemental agreement with a customer for nucleic acid testing services completed in
2022. Pursuant to the supplemental agreement, the receivables of RMB31,900,000 due from the customer will be settled by three instalment
payments over three consecutive years. As such, the receivable has been reclassified as a non-current asset and measured at its present

value of RMB29,099,000 as of the date of signing the supplemental agreement, and subsequently measured at amortised cost.

Analysed into:

2025 2024

RMB’000 RMB'000

Current portion 210,053 196,521
Non-current portion 40,139 54,543

Total 250,192 251,064

Other receivables had no recent history of default and past due amounts. The financial assets included in the
above balances related to receivables were categorised in stage 1 at the end of the reporting period. In calculating
the expected credit loss rate, the Group considers the historical loss rate and adjusts for forward-looking
macroeconomic data. During the reporting period, the Group estimated that the expected credit loss rate for
deposits and other receivables is minimal.

The Group seeks to maintain strict control over its outstanding receivables to minimise credit risk. Long ageing
balances are reviewed regularly by senior management. In view of the fact that the Group's deposits and other
receivables related to a large number of diversified counterparties, there is no significant concentration of credit
risk. The Group does not hold any collateral or other credit enhancements over its deposits and other receivables
balances.
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24. FINANCIAL ASSETS AT FVTPL

-

2025 2024
RMB’000 RMB'000
Non-current
Warrants to purchase the issued shares 79,774 —
Current
Warrants to subscribe new shares 4,551 —
Note:

In August 2025, the Group purchased 900 warrants to purchase the issued shares and 300 warrants to subscribe new shares of AstraBio. The
warrants to purchase the issued shares granted ADICON Group the option, at its sole discretion, to acquire 900 ordinary shares of AstraBio in a single
transaction. Upon satisfaction of certain operation conditions of AstraBio, this option may be exercised at any time between the earliest exercise
date of 1 July 2028 and the expiration date of 31 December 2031, the exercise price of all the warrants is not exceed to 2% total issued share of the

Company.

The warrants to subscribe new shares represents the warrants that ADICON Group has the option to freely choose to subscribe for 300 new ordinary

shares of AstraBio at any time within 5 years from the acquisition date of 23 August 2025, the exercise price of each warrant is RMB100,000.

25. CASH AND CASH EQUIVALENTS AND PLEDGED DEPOSITS

-

2025 2024

RMB’000 RMB'000

Cash and bank balances 2,035,374 1,999,833
Less: Pledged time deposits:

Pledged for bank loans* (926,200) (950,000)

Pledged for bank overdraft facilities** (6,000) (6,000)

Cash and cash equivalents 1,103,174 1,043,833

-

2025 2024
RMB’000 RMB'000

Denominated in:
RMB 1,045,063 988,036
usb 54,739 31,121
HKD 3,372 24,676

Cash and cash equivalents 1,103,174 1,043,833
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25. CASH AND CASH EQUIVALENTS AND PLEDGED DEPOSITS (continued)

*

It represents pledged deposits in commercial banks partly to secure several loans. None of these deposits are either past due or impaired.
The pledged bank deposits will be released upon the repayment of the above loans.

> It represents pledged deposits for Group's overdraft facilities. The Group’s overdraft facilities amounting to RMB20,000,000 as of 31 December
2025 (2024: RMB20,000,000) were secured by the pledge of the Group's certain time deposits amounting to RMB6,000,000 as of 31 December
2025 (2024: RMB6,000,000).

The RMB is not freely convertible into other currencies under Chinese mainland’'s Foreign Exchange Control
Regulations and Administration of Settlement, and Sale and Payment of Foreign Exchange Regulations, the Group is
permitted to exchange RMB for other currencies through banks authorised to conduct foreign exchange business.

Cash at banks earns interest at floating rates based on daily bank deposit rates. Short term time deposits are made
for varying periods of between one day and three months depending on the immediate cash requirements of the
Group, and earn interest at the respective short term time deposit rates. The bank balances and pledged deposits
are deposited with creditworthy banks with no recent history of default.

26. TRADE AND BILLS PAYABLES

An ageing analysis of the trade and bills payables as at the end of the reporting period, based on the invoice date, is

as follows:
2025 2024
RMB’000 RMB'000
Within 1 year 624,378 649124
1 to 2 years 33,552 47,205
2 to 3 years 17,881 23,502
Over 3 years 21,154 1,983

Total 696,965 721,814

The trade and bills payables are non-interest-bearing and are normally settled on 60 to 120 day terms.
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27. OTHER PAYABLES AND ACCRUALS

Notes 2025 2024
RMB’000 RMB'000
Payroll payables 182,826 226,178
Accruals 124,954 141,673
Payables arising from acquisitions (a) 99,728 99,306
Other payables 56,473 78,501
Amounts due to non-controlling shareholders (b) 61,175 61,175
Accrued listing expenses = 5,310
Deferred revenue 652 1,237
Total 525,808 613,380
Notes:
(a) In connection with the acquisition of Shangrao Adicon and Jiangxi Jince, the Group was obligated to purchase the remaining non-controlling

(b)

interests in Shangrao Adicon and Jiangxi Jince from minority shareholders upon satisfaction of certain conditions in the relevant share
purchase agreements. As of 31 December 2025, the liabilities arising from purchase obligation amounted to RMB42,160,000 (2024:
RMB42,160,000).

In connection with the acquisition of Henan Adicon, the Group acquired 51% equity interests in Henan Adicon during 2022 with the remaining
unpaid consideration recognised as contingent consideration. The value of the liabilities amounted to RMB13,337,000 as of 31 December
2025 (2024: RMB13,337,000). The Group is also obligated to purchase 19% equity interests in Henan Adicon from minority shareholders
upon satisfaction of certain condition of 2024 and 2025 precedents in the relevant share purchase agreements. As of 31 December 2025, the
liabilities arising from purchase obligation amounted to RMB43,809,000 (2024: RMB43,809,000).

In connection with the acquisition of Youqin, the Group acquired 100% equity interests in Youqin during 2025 at a total consideration of
RMB35,422,000 in cash, of which the cash consideration of RMB35,000,000 had been paid as at 31 December 2025.

Pursuant to the share purchase agreement entered into between the Group and the then shareholders of Henan Adicon, the collection
of revenue from COVID-19 testing services earned by Henan Adicon during 2021 shall be repaid to the then shareholders. The balance
amounting to RMB61,175,000 (2024: RMB61,175,000) represents the revenue collected by the Group on behalf of the then shareholders as at
31 December 2025.
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28. CONTRACT LIABILITIES

-

2025 2024
RMB’000 RMB'000
Amounts received in advance of delivery of services and equipment 23,397 29,905

Contract liabilities include the equipment and service payment received from customers in advance.

29. INTEREST-BEARING BANK BORROWINGS

g

2025 2024
RMB’000 RMB'000
Current
Bank loans — secured 222,201 250,612
Bank loans — unsecured 408,732 189,363
Current portion of long term bank loans — unsecured 133,000 28,000
Total — current 763,933 467,975
Non-current
Bank loans - secured 613,322 613,200
Bank loans — unsecured 91,400 224,743
Total - non-current 704,722 837,943

Total 1,468,655 1,305,918
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29. INTEREST-BEARING BANK BORROWINGS (continued)

The effective interest rates and maturities of the borrowings are as follows:

-

2025 2024

Effective Effective
interest rate (%) VEITAY  interest rate (%) Maturity

Bank loans 1.90 - 4.65 2026 - 2029 1.93-35 2025-2029

Analysed into:

-

2025 2024
RMB’000 RMB'000

Repayable:
Within one year 763,933 467,975
In the second year 99,600 133,000
In the third to fifth years 605,122 704,943

Total 1,468,655 1,305,918

The carrying amounts of borrowings are denominated in the following currencies:

-

RMB 1,468,655 1,305,918

2025 2024
RMB’000 RMB'000

Certain of the Group's bank borrowings are secured by the pledge of certain of the Group's time deposits amounting
to RMB926,200,000 (2024: RMB950,000,000).
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30. SHARE CAPITAL AND TREASURY SHARES

-

2025 2024
RMB’000 RMB'000

Issued and fully paid:
727,260,291 (2024: 727,260,291) ordinary shares 97 97

A summary of movements in the Company's share capital is as follows:

g

Number of Share

shares in issue capital

RMB’000

At 1 January 2024 727,354,791 97
Shares repurchased and cancelled (Note a) (94,500) —
At 31 December 2024, 1 January 2025 and 31 December 2025 727,260,291 97

A summary of movements in the Group's treasury shares is as follows:

-

At 1 January 2024

Number
of shares

Treasury

shares
RMB’000

Shares repurchased by the Company 1,611,500 14,033
Shares purchased by a trust 11,448,500 98,805
Shares cancelled (Note a) (94,500) (718)
At 31 December 2024, 1 January 2025 12,965,500 112,120
Shares repurchased by the Company 100,000 660
Shares purchased by a trust (Note b) 9,105,500 45,908
Issue of shares(Note c) (12,754,297) (97,609)
At 31 December 2025 9,416,703 61,079
Treasury shares held by the Company 1,617,000 13,975
Treasury shares held by a trust 7,799,703 47,104

)



150

ADICON HOLDINGS LIMITED

NOTES TO THE FINANCIAL STATEMENTS

31 December 2025

30. SHARE CAPITAL AND TREASURY SHARES (continued)

31.

Notes:

In September 2024, 94,500 shares were cancelled according to the resolution of the board of directors of the Company.

b. During the year of 2025, the trust purchased 9,105,500 shares of the Company at a total consideration, including expenses, of HK$50,084,000
(equivalent to RMB45,908,000) and these shares were held as treasury shares.

c. On 23 August 2025, the Group acquired 100 issued ordinary shares (equivalent to 10% interests) of AstraBio Ltd. (“AstraBio”), 900 warrants to
purchase the issued shares (equivalent to 90% interest of AstraBio) and 300 warrants to subscribe new shares of AstraBio, in exchange with
12,754,297 shares of the Company.

The amounts of the Group's reserves and the movements therein are presented in the consolidated statements of

changes in equity of the Group.

(i)

(if)

(iif)

(iv)

Capital reserve

The capital reserve represents the difference between the par value of the shares issued and the consideration

received.
Other reserve

Other reserve of the Group represents the difference between the aggregate of the net assets of the non-
controlling interests acquired and the consideration paid by the Group for the acquisition of non-controlling
interests, as well as the put option over non-controlling interests.

Share-based payments reserve

The share-based payments reserve of the Group represents the fair value of equity-settled share-based
payments granted and exercised in 2024 and 2025, with the debit entry to reflect the exercise/vest of share
awards.

Exchange fluctuation reserve

The exchange fluctuation reserve represents exchange differences arising from the translation of the financial
statements of group companies whose functional currencies are different from the Group's presentation

currency.
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32. SHARE INCENTIVE PLANS

Pre-IPO Employee Incentive Plans

In July 2019, the board of directors of the Company passed a resolution to adopt share incentive plans for senior
executives and senior management (the “Pre-IPO Employee Incentive Plans”) and subsequently amended and
restated on 7 November 2020, 15 April 2021 and 1 October 2021 to promote the success of the Company and
to incentivise directors and employees of the Group. Under the Pre-IPO Employee Incentive Plans, the board
of directors of the Company may at its discretion approve up to 10% of prevailing ordinary share capital of the
Company on a fully diluted basis as at the date of such grant to any eligible senior executive and senior management
of the Company.

In November 2021 and February 2022, the Company granted 12,573,000 RSUs to eligible senior executives and
senior management of the Group to subscribe 12,573,000 underlying shares of the Company.

Set out below are the details of the specific grant under the Pre-IPO Employee Incentive Plans:

-

Number of Weighted
underlying average exercise/
Grantee Date of grant shares granted subscription price  Vesting period
000 per share
Executive directors and 24 November 2021~ RSUs 12,573 USD 1.66 15 December 2021 ~
senior management 9 February 2022 31 March 2026

The RSUs granted to executive directors and senior management shall vest and become exercisable either i) as
to 25% of the total number of RSUs granted on the first anniversary of the vesting commencement date, and the
remaining 25%, 25% and 25% of the total number of RSUs become exercisable on the second, third and fourth
anniversaries of the vesting commencement date, or ii) as 100% of the total number of RSUs granted shall vest
immediately after the grant date. The RSU recipients are obligated to pay the subscription price of the RSUs upon
vesting.

In addition to employee time-based vesting condition, the number of RSUs shall vest also depending on the financial
performance targets including total sales, sales by specified categories and the net profit target achieved by the
Group during the vesting period. The vesting conditions for a member of senior management also include market
capitalisation targets upon completion of IPO and acquisition of business.
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32. SHARE INCENTIVE PLANS (continued)

Pre-IPO Employee Incentive Plans (Continued)

The following RSUs were outstanding under the Pre-IPO Employee Incentive Plans during the reporting period.

-

2024

Number

of RSUs

‘000

At the beginning of the year 6,930
Forfeited during the year — (30)
Vested during the year = (900)
At the end of the year 6,000 6,000

The Group recognised share-based payment expenses of RMB164,000 (2024: RMB352,000) during under the Pre-IPO
Employee Incentive Plans.

2024 Incentive Plan

In March 2024, the board of directors of the Company passed a resolution to adopt share incentive plans for senior
executives and senior management (the “2024 Incentive Plan”) to promote the success of the Company and to
incentivise directors and employees of the Group. Under the 2024 Incentive Plan, the board of directors of the
Company approved to repurchase up to 3% of shares outstanding to grant to any eligible senior executive and senior
management of the Company.

During the year ended 31 December 2025, the company granted RSUs to eligible senior management of the Group
to subscribe up to 9,150,000 underlying shares of the Company.

Set out below are the details of the specific grant of the 2024 Incentive Plan:

-

Number of Weighted
underlying average

Grantee Date of grant shares granted subscription price  Vesting period

000 per share

Senior Management 31 October 2024 RSUs 9,150 HKD 7.91 31 March 2025 to
31 March 2028
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32. SHARE INCENTIVE PLANS (continued)
2024 Incentive Plan (Continued)

The RSUs granted to senior management shall vest and become either i) 100% exercisable on the first day of the
sixth month from the vesting commencement date, or ii) 25% of the total number of RSUs granted on the first day of
the sixth month from the vesting commencement date, and the remaining 25%, 25% and 25% of the total number of
RSUs granted shall vest and become exercisable on the second, third and fourth anniversaries from the first vesting
date, respectively.

In addition to the time-based vesting condition, the number of RSUs that vest shall also depend on the financial
performance targets including total sales, net profit achieved by the Group, and trade and bills receivables collected
during the vesting period.

The following RSUs were outstanding under the 2024 Incentive Plan during the reporting period.

-

2025 2024

Number Number

of RSUs of RSUs

‘000 ‘000

At the beginning of the year 9,150 —
Granted during the year = 9,150
Forfeited during the year (3,975) —
At the end of the year 5,175 9,150

The Group recognised share-based payment expenses of RMB4,779,000 (2024: RMB1,799,000) during the year
ended 31 December 2025 under the 2024 Incentive Plan.
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33. BUSINESS COMBINATION

On 23 August 2025, the Group acquired 100% interest in Yougin. The principal activities of Youqin are genetic testing
and research and development. The acquisition was made as part of the Group's strategy to expand its market
share of genetic testing. The purchase consideration for the acquisition was RMB35,422,000 in the form of cash,
with RMB35,000,000 being paid in 2025.

The fair values of the identifiable assets and liabilities of Yougin as at the date of acquisition were as follows:

-

Fair value

recognised

Notes on acquisition

RMB’000

Property and equipment 15 9,625
Right-of-use assets 16 5,352
Other intangible assets 18 33,929
Prepayments, deposits and other receivables 30,090
Inventories 1,984
Trade receivables 21,546
Cash and cash equivalents 113
Trade payables (9,150)
Other payables and accruals (25,766)
Interest-bearing bank borrowings (59,084)
Lease liabilities 16 (5,598)
Deferred tax liabilities 20 (5,031)
Total identifiable net liabilities at fair value (1,990)
Goodwill on acquisition 17 37,412
Satisfied by cash 35,422

The fair values of the trade receivables and other receivables as at the date of acquisition amounted to
RMB21,546,000 and RMB30,090,000 respectively. The gross contractual amounts of trade receivables and other
receivables were RMB21,546,000 and RMB30,090,000, respectively. None of them are expected to be uncollectible.
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BUSINESS COMBINATION (continued)

An analysis of the cash flows in respect of the acquisition of a subsidiary is as follows:

-

RMB’000

Cash consideration paid in 2025 35,000
Cash and bank balances acquired 113
Total net cash outflow 34,887

Since the acquisition, Yougin contributed RMB23,465,000 to the Group's revenue and RMB(1,856,000) to the
consolidated profits for the year ended 31 December 2025.

Had the combination taken place at the beginning of the year, the revenue the Group and the loss of the Group for
the year would have been RMB2,684,314,000 and RMB34,537,000, respectively.

NOTES TO THE CONSOLIDATED STATEMENT OF CASH FLOWS

(a) Major non-cash transactions

During the year, the Group had non-cash additions to right-of-use assets and lease liabilities of
RMB58,462,000 (2024: RMB40,671,000) and RMB58,462,000 (2024: RMB40,671,000), respectively, in respect of
lease arrangements for properties and equipment.

During the year, the Group did not have non-cash revision of a lease term from a change in the non-cancellable
period of a lease to right-of-use assets (2024: RMB465,000) and lease liabilities (2024: RMB465,000).

During the year, the Group had non-cash additions to share-based payments reserve of RMB4,943,000 (2024:
RMB2,151,000), in respect of share-based payment arrangements.

During the year, he Group had non-cash additions to investment in an associate and financial assets at FVTPL
of RMB6,833,000 and RMB83,981,000, respectively, in respect of the purchase for equity interest and warrants
of AstraBio, in exchange with 12,754,297 shares of the Company.
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34. NOTES TO THE CONSOLIDATED STATEMENT OF CASH FLOWS (continued)

(b) Changes in liabilities arising from financing activities

-

Accrued
Dividend
payables to

listing

expenses

Lease in other non-controlling
shareholders

RMB’000

liabilities
RMB’000

Bank loans
RMB’000

payables
RMB’000

At 31 December 2024 and

1 January 2025 1,305,918 185,232 5,310 6,315
Interest expense 37,588 10,918 — —
Additions — 58,462 — 685
Acquisition of a subsidiary 59,084 5,598 — —
Decrease (12,822) (1,134) (5,310) —
Changes from financing cash flows 78,684 (76,917) — (4,685)
Exchange adjustment 203 - - -
At 31 December 2025 1,468,655 182,159 - 2,315

Advance

Accrued Dividend payments

listing payables received for

expenses tonon-  subscription

Lease in other controlling of share

Bank loans liabilities payables shareholders awards

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

At 1 January 2024 887,517 202,318 29,596 6,706 22,059

Interest expense 40,592 11,767 — — —

Additions = 40,671 — 8,854 —

Decrease = (1,228) — — —
Changes from financing

cash flows 374,227 (68,296) (24,286) (9,245) -
Repayment for subscription

of share awards = - — — (533)
Net off proceeds of exercise

of share awards = = — — (22,265)
Exchange adjustment 3,582 = — — 739
At 31 December 2024 1,305,918 185,232 5,310 6,315 —
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35. COMMITMENTS

The Group had the following contractual commitments at the end of the reporting period:

-

Contracted, but not provided for acquisition of property and equipment 10,163 9,303

2025 2024
RMB’000 RMB'000

36. RELATED PARTY TRANSACTIONS

(a) Names and relationships of related parties

-

Name Notes Relationship
S EAYEA ) AR AR (i) Controlled by a shareholder
ACON Biotech (Hangzhou) Company Limited ("ACON")
V2B mEast (M) BRAR] (i) Controlled by a shareholder
AJON Medical Device (Hangzhou) Co., Ltd. ("AJON")
FINTEEREDRIEERAR (ii) Associate of the Company

Suzhou Yuande Weikang Biopharmaceutical Co., Ltd. ("Weikang”)

Notes:

(i) An entity controlled by Mr. LIN Jixun, one of the founders and a non-executive director of the Company. Mr. LIN Jixun is the brother of
Mr. LIN Feng.

(ii) Weikang is a wholly-owned subsidiary of AstraBio, and the Group has significant influence over AstraBio.
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36. RELATED PARTY TRANSACTIONS (continued)

(b) Transactions with related parties

The following transactions were carried out with related parties:

-

2025 2024

RMB’000 RMB'000
Sales to
ACON 948 112
Purchase from
ACON 1,071 1,429
Weikang 757 —
Total 1,828 1,429
Rent from

AJON 9,256 8,804

The directors of the Company are of the opinion that the above sales to the related party and purchase from
the related party were conducted in the ordinary course of business and on arm'’s length commercial terms.
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NOTES TO THE FINANCIAL STATEMENTS

36. RELATED PARTY TRANSACTIONS (continued)

(c)

Outstanding balances with related parties

31 December 2025

As disclosed in the statements of financial position, the Group had outstanding balances with related parties at

31 December 2024 and 2025.

-

Due from related parties

Trade receivables (trade in nature)
ACON

Other receivables and prepayments (trade in nature)
ACON
AJON

Other receivables and prepayments (non-trade in nature)
Weikang

Total amounts due from related parties

Analysed as:
Current
Non-current

Due to related parties

Trade payables (trade in nature)
ACON

AJON

Weikang

Other payables (trade in nature)
AJON
ACON

Contract liabilities (trade in nature)
ACON

Total amounts due to related parties

2025
RMB’000

13

49
2,500

2,549

27,257

29,819

27,264
2,555

29,819

647
302
5,414
6,363

609

609

6,972

2024
RMB'000

22

49

2,465

2514

2,536

25

2,511

2,536

590

590

299
67

366

125

1,081

The Group's balances with related parties are unsecured, interest-free and repayable on demand.

)

4
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36. RELATED PARTY TRANSACTIONS (continued)

(d) Compensation of key management personnel of the Group:

-

2025 2024

RMB’000 RMB'000

Salaries, allowances and benefits in kind 5,208 6,199
Performance related bonuses 496 1,547
Share-based compensation expenses 164 302
Total compensation paid to key management personnel 5,868 8,048

Further details of directors’ and chief executive's emoluments are included in note 10 to the financial
statements.

37. FINANCIAL INSTRUMENTS BY CATEGORY

The carrying amounts of each of the categories of financial instruments as at the end of the reporting period are as
follows:

Financial assets

-

2025 2024
RMB’000 RMB'000
Financial assets at FVTPL:
Warrants to purchase the issued shares 79,774 —
Warrants to subscribe new shares 4,551 —
84,325 —
Financial assets at amortised cost:
Trade and bills receivables 1,298,934 1,377,364
Due from related parties 29,819 2,636
Financial assets included in prepayments,
other receivables and other assets 60,571 57,974
Pledged deposits 932,200 956,000
Cash and bank balances 1,103,174 1,043,833

Total 3,424,698 3,437,707
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37. FINANCIAL INSTRUMENTS BY CATEGORY (continued)

Financial liabilities

-

31 December 2025

Financial liabilities at FVTPL:
Financial liabilities included in other payables

Financial liabilities at amortised cost:
Trade and bills payables
Amounts due to related parties
Financial liabilities included in other payables
Interest-bearing bank borrowings
Lease liabilities

Total

2025 2024
RMB’000 RMB'000

13,337 13,337
696,965 721,814
6,972 956
198,759 223,115
1,468,655 1,305,918
182,159 185,232

2,553,510 2,437,035

38. FAIR VALUE AND FAIR VALUE HIERARCHY OF FINANCIAL INSTRUMENTS

The carrying amounts and fair values of the Group's financial instruments, other than those with carrying amounts

that reasonably approximate to fair values, are as follows:

-

Financial assets

Warrants to purchase the issued shares
Warrants to subscribe new shares
Pledged deposits

Total

Financial liabilities
Contingent consideration
Interest-bearing bank borrowings

Total

2025
Carrying

amount Fair value
RMB’000 RMB’000

79,774 79,774
4,551 4,551
694,000 694,000
778,325 778,325
13,337 13,337
704,722 704,722
718,059 718,059

2024

Carrying
amount Fair value
RMB'000 RMB'000
650,000 650,000
650,000 650,000
13,337 13,337
1,305,918 1,305,918
1,319,255 1,319,255

)
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38. FAIR VALUE AND FAIR VALUE HIERARCHY OF FINANCIAL INSTRUMENTS

(Continued)

Management has assessed that the fair values of cash and cash equivalents, the current portion of pledged deposits,
trade and bills receivables, trade and bills payables, financial assets included in prepayments, deposits and other
receivables, financial liabilities included in other payables and accruals, amounts due from/to related parties, and
current portion of interest-bearing bank borrowings approximate to their carrying amounts largely due to the short
term maturities of these instruments.

The Group's finance department headed by the finance controller is responsible for determining the policies and
procedures for the fair value measurement of financial instruments. At each reporting date, the finance department
analyses the movements in the values of financial instruments and determines the major inputs applied in the
valuation. The valuation is reviewed and approved by the chief financial officer. The valuation process and results
are discussed with the audit committee twice a year for interim and annual financial reporting.

The fair values of the financial assets and liabilities are included at the amount at which the instrument could be
exchanged in a current transaction between willing parties, other than in a forced or liquidation sale. The following
methods and assumptions were used to estimate the fair values:

The fair values of the non-current portion of pledged deposits, interest-bearing bank borrowings have been
calculated by discounting the expected future cash flows using rates currently available for instruments with
similar terms, credit risk and remaining maturities. The changes in fair value as a result of the Group’s own non-
performance risk for interest-bearing bank and other borrowings as at 31 December 2025 were assessed to be
insignificant. The fair value of the convertible redeemable preferred shares measured at FVTPL is estimated using
the Black-Scholes option pricing model.

As at 31 December 2025, the mark-to-market value of the derivative asset position was net of a credit valuation
adjustment attributable to derivative counterparty default risk. The changes in counterparty credit risk had no
material effect on the hedge effectiveness assessment for derivatives designated in hedge relationship and other
financial instruments recognised at fair value.
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FAIR VALUE AND FAIR VALUE HIERARCHY OF FINANCIAL INSTRUMENTS

(Continued)

Fair value hierarchy

The following tables illustrate the fair value measurement hierarchy of the Group's financial instruments:
Assets and liabilities measured at fair value:

As at 31 December 2025

-

Fair value measurement using

Quoted Significant Significant

prices in observable unobservable

active markets inputs inputs
(Level 1) (Level 2) (Level 3) Total
RMB’000 RMB’'000 RMB’000 RMB’000

Assets

Warrants to purchase the issued shares — — 79,774 79,774
Warrants to subscribe new shares = = 4,551 4,551

= — 84,325 84,325

During the year, there were no transfers of fair value measurements between Level 1 and Level 2 and no transfers
into or out of Level 3 for both financial assets and financial liabilities (2024: Nil).

FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES

The Group's principal financial instruments comprise interest-bearing bank borrowings, other interest-bearing
loans, and cash and short-term deposits. The main purpose of these financial instruments is to raise finance for the
Group's operations. The Group has various other financial assets and liabilities such as trade receivables and trade
payables, which arise directly from its operations.

The main risks arising from the Group's financial instruments are foreign currency risk, credit risk and liquidity
risk. The board of directors of the Company review and agree policies for managing each of these risks and they are
summarised below.
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39. FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (continued)

Foreign currency risk

The Group has transactional currency exposures. Such exposures arise from sales or purchases by operating units
in currencies other than the units’ functional currencies.

In addition, the Group has currency exposures from its interest-bearing bank borrowings.

The following table demonstrates the sensitivity at the end of the reporting period to a reasonably possible change
in the USD foreign exchange, with all other variables held constant, of the Group's profit before tax.

-

2025 2024
RMB’000 RMB'000
RMB/USD
Strengthened by 5% 44,550 41,674
Weakened by 5% (44,550) (41,574)
Credit risk

An impairment analysis was performed at 31 December 2025 and 2024 using a provision matrix to measure
expected credit losses. The provision rates are based on ageing for groupings of various customer segments with
similar loss patterns. The calculation reflects the probability-weighted outcome, the time value of money and
reasonable and supportable information that is available at the reporting date about past events, current conditions
and forecasts of future economic conditions.

Maximum exposure and year-end staging

The table below shows the credit quality and the maximum exposure to credit risk based on the Group's credit
policy, which is mainly based on ageing information unless other information is available without undue cost or
effort, and year-end staging classification as at 31 December 2025 and 2024. The amounts presented are gross

carrying amounts for financial assets.
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39. FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (continued)

Credit risk (Continued)
As at 31 December 2025

-

12-month
ECLs Lifetime ECLs
Simplified

Stage 1 Stage 2 Stage 3 approach Total
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

Trade and bills receivables* — — - 1,709,241 1,709,241
Financial assets included in

prepayments, deposits

and other receivables

- Normal** 60,571 — — — 60,571
Amounts due from

related parties 29,819 — — — 29,819
Pledged deposits

- Not yet past due 932,200 — — — 932,200
Cash and cash equivalents 1,103,174 — — — 1,103,174
Total 2,125,764 - - 1,709,241 3,835,005

As at 31 December 2024

-

12-month
ECLs Lifetime ECLs
Simplified
Stage 1 Stage 2 Stage 3 approach Total
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
Trade and bills receivables* — — — 1,750,244 1,750,244
Financial assets included in
prepayments, deposits
and other receivables
- Normal** 57,974 — = = 57,974
Amounts due from
related parties 2,536 — = = 2,536
Pledged deposits
- Not yet past due 956,000 - = = 956,000
Cash and cash equivalents 1,043,833 — — = 1,043,833
Total 2,060,343 = = 1,750,244 3,810,587
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39. FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (continued)

Credit risk (Continued)

For trade and bills receivables to which the Group applies the simplified approach for impairment, information based on the provision matrix
is disclosed in note 22 to the financial statements.

%

The credit quality of the financial assets included in prepayments, deposits other receivables is considered to be “normal” when they are
not past due and there is no information indicating that the financial assets had a significant increase in credit risk since initial recognition.
Otherwise, the credit quality of the financial assets is considered to be “doubtful”.

A financial asset is credit-impaired when one or more events that have a detrimental impact on the estimated
future cash flows of that financial asset have occurred. Evidence that a financial asset is credit-impaired includes
observable data about the following events:

- significant financial difficulty of the debtor;
- a breach of contract such as a default or past due event;
- it is probable that the debtor will enter bankruptcy or other financial reorganisation.

The Group has established a policy to perform an assessment, of whether a financial instrument’s credit risk has
increased significantly since initial recognition, by considering the change in the risk of default occurring over the
remaining life of the financial instrument.

Management makes periodic collective assessments for financial assets included in prepayments, deposits and
other receivables as well as individual assessment on the recoverability of other receivables based on historical
settlement records and past experience. The Group recognised allowance for financial assets other than trade and
bills receivables based on 12-month ECLs and adjusts for forward-looking macroeconomic data. For trade and bills
receivables to which the Group applies the simplified approach for impairment based on lifetime ECLs.

Liquidity risk
The Group's objective is to maintain a balance between continuity of funding and flexibility through the use of

internally generated cash flows from operations and bank borrowings. The Group regularly reviews its major
funding positions to ensure that it has adequate financial resources in meeting its financial obligations.

The maturity profile of the Group's financial liabilities as at the end of the reporting period, based on the contractual
undiscounted payments, was as follows:

-

2025
Less than 1to 2to Over

On demand 1year 2 years 5 years 5 years Total
RMB'000 RMB’000 RMB'000 RMB’000 RMB'000 RMB'000

Trade and bills payables - 696,965 - - - 696,965
Financial liabilities included in other

payables and accruals 198,759 - - - - 198,759
Interest-bearing bank borrowings - 772,884 99,896 760,175 - 1,632,955
Lease liabilities - 69,893 43,499 75,029 27,200 215,621

Total 198,759 1,539,742 143,395 835,204 27,200 2,744,300
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39. FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (continued)

Liquidity risk (Continued)

-

2024
Less than Tto 2to QOver

On demand 1 year 2 years 5 years 5 years Total

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

Trade and bills payables - 721814 - - - 721,814
Financial liabilities included in other

payables and accruals 223,115 — — — — 223,115

Interest-bearing bank borrowings - 499,783 155,721 736,693 - 1,392,197

Lease liabilities — 72,238 56,361 70,932 17,408 216,939

Total 223,115 1,293,835 212,082 807,625 17,408 2,554,065

Capital management

The primary objectives of the Group's capital management are to safeguard the Group's ability to continue as a going
concern and to maintain healthy capital ratios in order to support its business and maximise shareholders’ value.

The Group manages its capital structure and makes adjustments to it in light of changes in economic conditions and
the risk characteristics of the underlying assets. To maintain or adjust the capital structure, the Group may adjust
the dividend payment to shareholders, return capital to shareholders or issue new shares. The Group is not subject
to any externally imposed capital requirements. No changes were made in the objectives, policies or processes for
managing capital during the years ended 31 December 2025 and 31 December 2024.

The asset-liability ratios as at the end of the reporting periods were as follows:

-

2025 2024

RMB’000 RMB'000

Total assets 4,803,585 4,685,017
Total liabilities 2,954,321 2,910,341
Asset-liability ratio (Note) 62% 62%

Note:  The asset-liability ratio is calculated by dividing total liabilities by total assets.
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40. STATEMENT OF FINANCIAL POSITION OF THE COMPANY

Information about the statement of financial position of the Company at the end of the reporting period is as follows:

-

NON-CURRENT ASSETS
Investments in subsidiaries
Financial assets at fair value through profit or loss

Total non-current assets

CURRENT ASSETS

Trade and bills receivables

Prepayments, deposits and other receivables
Amounts due from related parties

Financial assets at fair value through profit or loss
Cash and cash equivalents

Total current assets

CURRENT LIABILITIES
Other payables and accruals
Amounts due to related parties

Total current liabilities

NET CURRENT LIABILITIES

TOTAL ASSETS LESS CURRENT LIABILITIES

Net liabilities

EQUITY

Share capital
Reserves
Treasury shares

Total deficit in equity

2025

RMB’000

339,237
79,774

419,011

111,018
20,757
4,551
40,923

177,249

4,412
678,167

682,579
(505,330)
(86,319)

(86,319)

97
(72,441)
(13,975)

(86,319)

2024
RMB'000

331,213

331,213

9,795
203,959
20,757

23,178

257,689

13,783
676,230

690,013

(432,324)
(101,111)

(101,111)

97
(87,893)
(13,315)

(101,111)
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40. STATEMENT OF FINANCIAL POSITION OF THE COMPANY (continued)

Note:

A summary of the Company's reserves is as follows:

31 December 2025

Share-based Exchange
Capital payment fluctuation Accumulated
reserve reserve reserve losses Total
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
At 1 January 2024 1,315,244 47,902 (90,688) (1,365,041) (92,583)
Loss for the year — — — (7,460) (7,460)
Transfer of share-based payment
reserve upon exercise of share awards 64,285 (47,329) - - 16,956
Recognition of share-based payments = 2,151 - - 2,151
Cancellation of treasury shares (718) - - - (718)
Exchange differences related
to foreign operations - - (6,239) — (6,239)
At 31 December 2024 and
1 January 2025 1,378,811 2,724 (96,927) (1,372,501) (87,893)
Profit for the year — — — 4,895 4,895
Recognition of share-based payments — 4,943 — — 4,943
Exchange differences related
to foreign operations — — 5614 — 5614
At 31 December 2025 1,378,811 7,667 (91,313) (1,367,606) (72,441)

41. APPROVAL OF THE FINANCIAL STATEMENTS

The financial statements were approved and authorised for issue by the board of directors on 25 March 2026.
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