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In this circular, unless the context otherwise requires, the following expressions have the

following meanings:

‘‘actual controller (實際控制人)’’ the individual or entity that can control a company by way of

investment, contract or other arrangements according to the

Listing Rules of the Growth Enterprise Market (《創業板股票

上市規則》) published by the Shenzhen Stock Exchange where

Lepu Medical is listed

‘‘Announcement Date’’ October 18, 2024, being the date on which the Company

published the announcement in relation to, among others, the

Renewed Sales of Medical Devices Framework Agreement and

the transactions contemplated thereunder

‘‘Annual Caps’’ the annual caps for the transactions contemplated under the

Renewed Sales of Medical Devices Framework Agreement for

the three financial years ending December 31, 2025, December

31, 2026 and December 31, 2027

‘‘Board’’ the board of directors of the Company

‘‘Business Day(s)’’ any day except Saturdays, Sundays and other days required by

law or authorized by banks to suspend business in the PRC or

Hong Kong

‘‘Company’’ PW Medtech Group Limited (普華和順集團公司), an

exempted company incorporated under the laws of the

Cayman Islands with limited liability on May 13, 2011

‘‘connected person(s)’’ has the meaning ascribed thereto under the Listing Rules

‘‘Director(s)’’ the director(s) of the Company

‘‘Dr. Pu’’ Dr. Zhongjie Pu, the spouse of Ms. Yue’e Zhang and the

actual controller of Lepu Medical

‘‘EGM’’ the extraordinary general meeting of the Company to be

convened for the purpose of considering and, if thought fit,

approving the Renewed Sales of Medical Device Framework

Agreement and the transactions contemplated thereunder

(including the Annual Caps)

‘‘Group’’ the Company and its subsidiaries from time to time

‘‘HKFRS’’ Hong Kong Financial Reporting Standards
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‘‘Hong Kong’’ The Hong Kong Special Administrative Region of the PRC

‘‘Independent Board Committee’’ the independent board committee of the Company, comprising

all the independent non-executive Directors, formed for the

purpose of advising the Independent Shareholders in respect of

the Renewed Sales of Medical Device Framework Agreement

and the transactions contemplated thereunder (including the

Annual Caps)

‘‘Independent Financial Adviser’’ Zero2IPO Capital Limited, a company licensed to carry out

type 6 (advising on corporate finance) regulated activity under

the Securities and Futures Ordinance (Cap. 571 of the laws of

Hong Kong), being the independent financial adviser

appointed by the Company to advise the Independent Board

Committee and the Independent Shareholders on the Renewed

Sales of Medical Devices Framework Agreement and the

transactions contemplated thereunder (including the Annual

Caps)

‘‘Independent Shareholders’’ Shareholders who are not required under the Listing Rules to

abstain from voting at the EGM to approve the Renewed Sales

of Medical Device Framework Agreement and the transactions

contemplated thereunder (including the Annual Caps)

‘‘Latest Practicable Date’’ November 14, 2024

‘‘Lepu Medical’’ Lepu Medical Technology (Beijing) Co., Ltd. (樂普(北京)醫療

器械股份有限公司), a joint stock company incorporated in the

PRC on June 11, 1999 and listed on the Shenzhen Stock

Exchange (stock code: 300003)

‘‘Lepu Medical Group’’ Lepu Medical and its subsidiaries

‘‘Listing Rules’’ Rules Governing the Listing of Securities on The Stock

Exchange of Hong Kong Limited (as amended from time to

time)

‘‘Medcore Investment’’ Medcore Investment Limited (美宜科投資有限公司), a limited

company incorporated under the laws of Hong Kong on

September 9, 2021 and a wholly-owned subsidiary of the

Company

‘‘NEEQS’’ National Equities Exchange and Quotation System
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‘‘NEEQS Quotation’’ the proposed spin-off of Sichuan Ruijian Medical, by way of a

separate quotation on NEEQS without issuance of new shares

‘‘OEM’’ original equipment manufacturer

‘‘PRC’’ The People’s Republic of China, which expression for the

purpose of this circular, except where the context requires

otherwise, does not include Hong Kong, the Macau Special

Administrative Region and Taiwan

‘‘Proposed Spin-off’’ the NEEQS Quotation and the Subsequent Listing

‘‘Renewed Sales of Medical

Devices Framework

Agreement’’

the renewed sales of medical devices framework agreement

dated October 18, 2024 entered into between the Company and

Lepu Medical for the sales of medical devices from the Group

to the Lepu Medical Group

‘‘RMB’’ Renminbi, the lawful currency of the PRC

‘‘R&D’’ research and development

‘‘Share(s)’’ ordinary share(s) of par value US$0.0001 each in the equity

interest of the Company

‘‘Shareholder(s)’’ shareholder(s) of the Company

‘‘Sichuan Ruijian Medical’’ Sichuan Rekind Medtec., Inc. (also known as Sichuan Ruijian

Medical Technology Co. Ltd.) (四川睿健醫療科技股份有限公

司), a joint stock limited liability company established in PRC

on August 6, 2013, a non-wholly owned subsidiary of the

Company

‘‘Stock Exchange’’ The Stock Exchange of Hong Kong Limited

‘‘Subsequent Listing’’ a subsequent listing of Sichuan Ruijian Medical on Beijing

Stock Exchange by way of issuance of new A-shares of

Sichuan Ruijian Medical subject to the then market conditions

and its strategic development needs

‘‘subsidiary(ies)’’ has the meaning ascribed to it under the Listing Rules

‘‘US$’’ United States dollars, the lawful currency of the United States

of America

‘‘%’’ per cent
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To the Shareholders

Dear Sir or Madam,

RENEWAL OF CONTINUING CONNECTED TRANSACTIONS
IN RELATION TO SALES OF MEDICAL DEVICES

1. INTRODUCTION

References are made to the announcement of the Company dated October 18, 2024 in relation

to among others, the Renewed Sales of Medical Device Framework Agreement.

The purpose of this circular is to provide you, among other things, (i) further information of

the Renewed Sales of Medical Devices Framework Agreement and the transactions contemplated

thereunder (including the Annual Caps); (ii) a letter from the Independent Board Committee

containing its recommendations; (iii) a letter from the Independent Financial Adviser containing its

advices; and (iv) the notice of the EGM.
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The Board of the Company is pleased to announce that on October 18, 2024 (after trading

hours), the Company entered into the Renewed Sales of Medical Devices Framework Agreement

with Lepu Medical.

2. SALES OF MEDICAL DEVICES

A summary of the principal terms of the Renewed Sales of Medical Devices Framework

Agreement is set out below:

Date

October 18, 2024

Parties

A. the Company; and

B. Lepu Medical

Subject matter and payment

The Group agreed to sell medical devices to Lepu Medical Group, including but not

limited to dialyzers, dialysis machine, insulin injection needles and pens, infusion sets,

intravenous cannulas, positive pressure connectors and other medical devices.

The members of both of the Group and Lepu Medical Group may enter into individual

sales of medical devices agreements setting out specific terms of sales of medical devices,

including the medical devices to be sold, price determination method, delivery method and

payment arrangement. Such terms shall be on normal commercial terms (i.e., the transaction is

on an arm’s length basis or terms no less favourable to the Group than terms available to

independent third parties) and consistent with the principles and the terms of the Renewed

Sales of Medical Devices Framework Agreement.

Lepu Medical Group shall make full payment in cash within a certain period of time

upon receipt of the medical devices from the Group. Before entering into individual sales of

medical devices agreements with Lepu Medical Group under the Renewed Sales of Medical

Devices Framework Agreement, the Company will review and ensure the payment terms of

such individual sales of medical devices agreements are on normal commercial terms. The

credit period offered by the Group to Lepu Medical Group is generally 120 days. However,

depending on a number of reasons including (i) past settlement record; (ii) financial standing

of the customer; and (iii) size of the orders placed by the customer, the credit period offered

may accordingly be lengthened or shortened. The credit period of sales of medical devices

under the Renewed Sales of Medical Devices Framework Agreement provided to Lepu

Medical Group will not be longer than those of comparable medical devices products offered

to the independent third party purchasers in comparable markets. The Group’s accounting

department monitors settlement status of customers, especially overdue status of trade
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receivables. In the event of prolonged overdue, the Group would determine follow-up actions

to collect such overdue payment, such as communication with the customers and sending

payment reminders.

Term

The term of the Renewed Sales of Medical Devices Framework Agreement will

commence from January 1, 2025 to December 31, 2027, subject to the approval by the

Independent Shareholders at the EGM. The Renewed Sales of Medical Devices Framework

Agreement is also subject to renewal for additional three years upon parties’ mutual agreement

and the Listing Rules.

Pricing Policy

The prices of the medical devices purchased by Lepu Medical Group under the Renewed

Sales of Medical Devices Framework Agreement shall be determined with reference to the

quantity of orders, the brand of products (e.g. self-branded products or OEM products) and the

prevailing market prices of comparable medical devices from at least two independent third

parties. The prices and other terms of the Group’s sales of medical devices to Lepu Medical

Group shall be no less favourable to the Group than those offered to other independent third-

party purchasers by the Group at the relevant time.

In order to ensure that the terms of the transaction under the Renewed Sales of Medical

Devices Framework Agreement are fair and reasonable and in line with market practices, and

that the terms of the transaction will be no less favorable to the Group than the terms of

transactions between the Group and independent third parties, the Group has maintained

regular contact with other medical devices companies in the market to keep abreast of market

developments and the price trend of comparable products.

The Company will review and compare the unit prices of the comparable products

offered by the Group to Lepu Medical Group with at least two recent transaction records of

comparable products offered by the Group to independent third-party customers, if available

before entering into individual sales of medical devices agreements with Lepu Medical Group

under the Renewed Sales of Medical Devices Framework Agreement. The prices of

comparable products provided to Lepu Medical Group will not be lower than those offered to

independent third-party customers. In the event that the transaction records of comparable

products offered by the Group to independent third-party customers were not available, the

Company would obtain the quotations for such products from at least two independent third-

party purchasers at arm’s length negotiation and compare the unit prices offered to Lepu

Medical Group with such at least two quotation records from independent third-party

purchasers before entering into individual sales of medical devices agreements with Lepu

Medical Group under the Renewed Sales of Medical Devices Framework Agreement. The

prices of comparable products provided to Lepu Medical Group will not be lower than the

quotations obtained from the independent third-party purchasers.
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Historical transaction amounts

The historical amounts received by the Group from Lepu Medical Group in relation to

sales of medical devices for the two years ended December 31, 2022 and 2023 and the period

from January 1, 2024 to September 30, 2024 were as follows:

For the

year ended

December 31,

2022

For the

year ended

December 31,

2023

For the

period from

January 1, 2024

to September 30,

2024

Sales of medical devices by Sichuan

Ruijian Medical to Lepu Medical

Group RMB16,145,000 RMB24,902,000 RMB26,400,000

The Annual Caps and basis of determination

The table below sets out the Annual Caps for the total amount payable by Lepu Medical

Group to the Group under the Renewed Sales of Medical Devices Framework Agreement for

each of the three years ending December 31, 2025, 2026 and 2027, respectively:

Proposed Annual Caps

for the year ending December 31,

2025 2026 2027

Sales of medical devices by

the Group to Lepu Medical Group RMB73,000,000 RMB80,000,000 RMB88,000,000

The Annual Caps for the aggregate amount receivable by the Group from the Lepu

Medical Group were determined with reference to:

(1) the historical amount received by Sichuan Ruijian Medical from Lepu Medical

Group for the two years ended December 31, 2023 and the period from January 1,

2024 to September 30, 2024;

(2) the estimated demand of dialyzers, dialysis machine and other medical devices (the

‘‘Dialyzers Products’’) by Lepu Medical Group for the three years ending

December 31, 2027. The estimated sales of the Dialyzers Products to Lepu Medical

Group through Sichuan Ruijian Medical are expected to be approximately RMB57

million, RMB63 million and RMB70 million for the years ending December 31,

2025, 2026 and 2027 based on the estimated volume of demand for the Dialyzers

Products from Lepu Medical Group and the estimated unit price. The estimated unit

price of the Dialyzers Products is expected to range from US$2.5 to US$3.0 per

unit for the three years ending December 31, 2027. The expected significant
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increase of Lepu Medical Group’s demand for the Dialyzers Products is primarily

due to the recent business expansion of Lepu Medical Group in the Indian market,

driven by an increase in the number of distributors and the growing demand from

the distributors’ downstream customers, including subdistributors and hospitals.

Sichuan Ruijian Medical recorded rapid growth in sales volume of the Dialyzers

Products to Lepu Medical Group in August and September 2024. From January to

July 2024, Sichuan Ruijian Medical sold an average of approximately 113 thousand

Dialyzers Products per month to Lepu Medical Group. However, in August and

September 2024, the sales volume reached 236 thousand units and 209 thousand

units, respectively. Considering the sales volume of the Dialyzers Products by

Sichuan Ruijian Medical to Lepu Medical Group in August and September 2024

and assuming an expected growth rate of around 10% in Lepu Medical Group’s

sales in India, the sales volumes of the Dialyzers Products for the year ending

December 31, 2025 is estimated to range from 2.7 million units to 3.2 million

units.;

(3) the estimated demand of insulin injection needles and pens, infusion sets,

intravenous cannulas, positive pressure connectors and other medical devices (the

‘‘Infusion Sets Products’’) by Lepu Medical Group for the three years ending

December 31, 2027. The estimated sales of the Infusion Sets Products to Lepu

Medical Group are expected to be approximately RMB10 million based on the

estimated volume of demand for the Infusion Sets Products from Lepu Medical

Group and the estimated unit price. The volume of demand of the Infusion Sets

Products from Lepu Medical is estimated to be 0.2 million units of medical

injection devices and 0.7 million injection needles for each of the three years

ending December 31, 2027 based on the projection of Lepu Medical. The expected

significant increase of Lepu Medical Group’s demand for the Infusion Sets Products

is primarily driven by Lepu Medical Group’s future business expansion in the sales

of medicines for chronic diseases. The research and development of these medicines

is expected to generate a significant potential demand for the Infusion Sets

Products; and

(4) estimated buffer for fluctuation of market prices and change in specifications.

The growth rate of the Annual Caps is approximately 9.6% from the year of 2025 to the

year of 2026 and approximately 10% from the year of 2026 to the year of 2027. Such increase

is primarily due to the increase in the estimated transaction amount of the dialyzer products

from Sichuan Ruijian Medical to Lepu Medical Group in the Indian market driven by the

development of the dialyzer market in India and the business expansion of Lepu Medical

Group in the Indian market.
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Reasons and Benefits of Entering into the Renewed Sales of Medical Devices Framework

Agreement

The Company considers that the Renewed Sales of Medical Devices Framework

Agreement will be beneficial to the Company’s business development for the following

reasons:

(i) Lepu Medical Group has sales channels covering over 80 countries and regions.

Leveraging on Lepu Medical’s well-established product distribution network

globally, entering into the Renewed Sales of Medical Devices Framework

Agreement would facilitate the distribution and sales of the Group’s products,

which would not only provide a stable source of income to the Group and

contribute to the implementation of the Group’s sale plan but also enhance the

brand value and overseas market influence of the Company;

(ii) entering into the Renewed Sales of Medical Devices Framework Agreement will

allow the Group to maintain a strong strategic and business relationship with Lepu

Medical Group, thereby generating synergy potential and mutual economic benefits

between the Group and Lepu Medical Group; and

(iii) the continuation of the sales of medical devices will provide a stable source of

income for the Group.

The Directors (including the independent non-executive Directors), whose view is expressed in

the Letter from the Independent Board Committee contained in this circular, are of the view that the

transactions under the Renewed Sales of Medical Devices Framework Agreement are in the

ordinary and usual course of business of the Group, on normal commercial terms and that the terms

thereof are fair and reasonable and in the interests of the Company and the Shareholders as a

whole. The Board does not consider there to be any material disadvantage to the Group in relation

to the Renewed Sales of Medical Devices Framework Agreement and the transactions contemplated

thereunder.

3. INFORMATION ON THE PARTIES

The Company

The Company is an exempted company incorporated under the laws of the Cayman

Islands with limited liability on May 13, 2011. The principal business activity of the Company

is investment holding. The Group is principally engaged in the R&D, manufacturing and sales

of (i) advanced infusion set, intravenous cannula products, insulin needles etc., (ii) blood

purification medical devices, and (iii) animal-derived regenerative medical biomaterial and

human tissue repair alternative products in the PRC.
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Lepu Medical

Lepu Medical is a joint stock company incorporated in the PRC on June 11, 1999, the

shares of which are listed on the ChiNext Board of the Shenzhen Stock Exchange (stock code:

300003). Lepu Medical is principally engaged in the development, manufacturing and sales of

cardiovascular products. As of the date of this circular, Lepu Medical was ultimately

controlled as to 24.23% by Dr. Pu, together with the parties acting in concert with him. Dr. Pu

is deemed as the actual controller (實際控制人) of Lepu Medical by the Shenzhen Stock

Exchange. Dr. Pu is the spouse of Ms. Yue’e Zhang, the executive Director.

4. LISTING RULES IMPLICATIONS

Although Dr. Pu did not control more than 30% shareholding of Lepu Medical and was not

able to control the majority of the composition of the board of Lepu Medical, the Company

considers Lepu Medical as an associate of Ms. Yue’e Zhang, the executive Director, because Dr.

Pu, the spouse of Ms. Yue’e Zhang, is deemed as the actual controller (實際控制人) of Lepu

Medical by the Shenzhen Stock Exchange. Therefore, the Company considers that Lepu Medical is

a connected person of the Company. Accordingly, the transactions contemplated under the Renewed

Sales of Medical Devices Framework Agreement constitute continuing connected transactions of the

Company.

As one or more of the applicable percentage ratios as defined under the Listing Rules in

respect of the maximum Annual Cap for the continuing connected transactions contemplated under

the Renewed Sales of Medical Devices Framework Agreement exceed 5%, the Renewed Sales of

Medical Devices Framework Agreement and the transactions contemplated thereunder (including

the Annual Caps) are subject to annual review, reporting, announcement, circular (including

independent financial advice) and approval by the Independent Shareholders at the EGM under

Chapter 14A of the Listing Rules.

5. INTERNAL CONTROL SYSTEM FOR CONTINUING CONNECTED TRANSACTIONS

The Company has established a series of procedures and internal control measures in order to

ensure that the pricing mechanism and terms of the transactions are fair and reasonable and no less

favourable to the Group than the terms available to or from any independent third party, so as to

ensure that they serve the interests of the Company and its Shareholders as a whole. Such

procedures and internal control measures mainly include:

(a) the Company has adopted internal control rules such as connected transaction

management measures;

(b) under the leadership of the Board, the Company has set up a connected transaction

working group. This connected transaction working group is responsible for formulating

and overseeing the internal control systems for the connected transactions, negotiating

and signing various connected transaction agreements, regularly monitoring and

reviewing the implementation of connected transactions (including but not limited to the
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implementation of agreed pricing policies and transaction amounts etc.), regularly

reviewing the Group’s internal control systems for the connected transactions and

offering proposals for modification, organising the training of connected transactions

across the Group and periodically conducting supervision and inspection of the

connected transactions;

(c) each subsidiary of the Group has established a connected transaction group headed by a

senior manager responsible for finance. Specific personnel in the audit and discipline

supervision department are arranged to be in charge of the pricing of the continuing

connected transactions and required to strictly observe the pricing principles and policies

for the continuing connected transaction disclosed in this circular to set the price for each

transaction;

(d) under the leadership of the connected transaction working group, the Company’s internal

control and risk management departments conduct regular internal assessments on the

internal control measures of the Company on an annual basis, in order to ensure that the

internal control measures in respect of connected transactions remain complete and

effective. Further, the legal departments conduct prudent review of the connected

transaction contracts, the financial departments control pricing of the connected

transactions and the contract implementation departments monitor the transaction

amounts in a timely manner;

(e) the Company implements connected transactions in accordance with the internal control

process, and requires all of the subsidiaries to submit implementation reports of

connected transactions periodically. The Company consolidates, reviews, sums up and

analyses the data, and monitors whether the transaction amounts are within the annual

caps, and recommends improvement measures for any issues identified;

(f) the Board reviews the implementation of the continuing connected transactions on an

annual basis and reviews the financial reports which consist of the implementation of the

continuing connected transactions on a half-yearly basis on matters mainly including:

whether the Company and relevant connected person performed the continuing connected

transaction agreement during the relevant period; whether the actual transaction amount

incurred are within the annual caps as approved at the general meeting or board meeting.

The independent non-executive Directors also make confirmation to the Shareholders on

an annual basis. Such confirmation includes opinions on (i) whether the actual

transaction amount incurred are within the annual caps as approved at the general

meeting or board meeting; (ii) whether the continuing connected transactions are

conducted pursuant to the agreements; and (iii) whether the terms of the continuing

connected transactions are fair and reasonable, on normal commercial terms or better and

in the ordinary and usual course of business of the Group, and in the interests of the

Shareholders of the Company as a whole;
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(g) the audit committee of the Company reviews the annual reports, annual financial reports,

interim reports and the interim financial reports which consist of the implementation of

the continuing connected transactions and opine on the connected transactions during the

relevant periods on matters mainly including the fairness of the connected transactions

and whether the actual transaction amount incurred are within the annual caps; and

(h) the external auditor of the Company conducts year-end review for each financial year,

issues its opinions and letters to the Board in relation to the implementation of the

pricing policies and whether the actual connected transaction amount incurred is within

the annual caps during the preceding year pursuant to the Listing Rules and submits the

same to the Stock Exchange.

By implementing the above internal control measures and procedures, the Directors consider

that the Company has established sufficient internal control measures to ensure the pricing of each

transaction under the Renewed Sales of Medical Devices Framework Agreement will be conducted

in strict accordance with the various pricing principles and policies of continuing connected

transactions as stipulated therein, and normal commercial terms or better, and will be fair and

reasonable to the Company and the Shareholders as a whole.

6. EGM AND PROXY ARRANGEMENT

Ms. Yue’e Zhang abstained from voting on the approval of the Renewed Sales of Medical

Devices Framework Agreement and the transactions contemplated thereunder (including the Annual

Caps) at the Board meeting due to the fact that Lepu Medical is an associate of Ms. Yue’e Zhang.

Save as disclosed above, no other Director had any material interest in the Renewed Sales of

Medical Device Framework Agreement. Accordingly, no other Director was required to abstain

from voting on the relevant Board resolutions to approve the Renewed Sales of Medical Device

Framework Agreement and the transactions contemplated thereunder (including the Annual Caps).

No other Shareholder has a material interest in the transactions under the Renewed Sales of

Medical Device Framework Agreement, which would require such Shareholder to abstain from

voting on the resolution in relation to the Renewed Sales of Medical Device Framework Agreement

and the transactions contemplated thereunder (including the Annual Caps) at the EGM.

The EGM will be held on Thursday, December 12, 2024 at 10:30 a.m., at Building 1, No. 23

Panlong West Road, Pinggu District, Beijing, PRC, at which ordinary resolution will be proposed

to consider and, if thought fit, approve the Renewed Sales of Medical Device Framework

Agreement and the transactions contemplated thereunder (including the Annual Caps). Voting by

the Shareholders at the EGM will be taken by poll. Notice convening the EGM is set out on pages

EGM-1 to EGM-2 of this circular.

A form of proxy for use at the EGM is enclosed with this circular and such form of proxy is

also published on the websites of the Stock Exchange (www.hkexnews.hk) and the Company

(www.pwmedtech.com). Whether or not you are able to attend the EGM, please complete and sign

the form of proxy in accordance with the instructions printed thereon and return it, together with
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the power of attorney or other authority (if any) under which it is signed or a notarially certified

copy of that power of attorney or authority, to the branch share registrar of the Company in Hong

Kong, Tricor Investor Services Limited, at 17/F, Far East Finance Centre, 16 Harcourt Road, Hong

Kong as soon as possible but in any event not less than 48 hours before the time scheduled for

holding the EGM (i.e. no later than 10:30 a.m. (Hong Kong time) on Tuesday, December 10, 2024)

or any adjournment thereof (as the case may be). Completion and delivery of the form of proxy will

not preclude you from attending and voting at the EGM if you so wish and in such event, your

form of proxy shall be deemed to be revoked.

7. CLOSURE OF REGISTER OF MEMBERS

In order to determine the entitlement of Shareholders to attend and vote at the EGM, the

register of members of the Company will be closed from Monday, December 9, 2024 to Thursday,

December 12, 2024 (both days inclusive) during which period no transfer of shares will be

registered. In order to be eligible to attend and vote at the EGM, unregistered holders of Shares

should ensure that all share transfer documents accompanied by the relevant share certificates are

lodged for registration 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 not later than

4:30 p.m. (Hong Kong time) on Friday, December 6, 2024.

8. RECOMMENDATION

Your attention is drawn to the letter from the Independent Board Committee set out on page

15 of this circular and the letter from the Independent Financial Adviser set out on pages 16 to 36

of this circular, which contains, among others, its advice and recommendation to the Independent

Board Committee and the Independent Shareholders in connection with the Renewed Sales of

Medical Device Framework Agreement and the transactions contemplated thereunder (including the

Annual Caps) and the principal factors considered by it in arriving at its advice and

recommendation.

The Independent Board Committee, having taken into account the advice and recommendation

of the Independent Financial Adviser, is of the opinion that the terms and conditions of the

Renewed Sales of Medical Device Framework Agreement and the transactions contemplated

thereunder (including the Annual Caps) are on normal commercial terms, fair and reasonable and in

the interests of the Company and its Shareholders as a whole and recommend the Independent

Shareholders to vote in favour of the relevant resolution to be proposed at the EGM.

Therefore, the Directors, including the independent non-executive Directors, consider that the

terms of the Renewed Sales of Medical Device Framework Agreement and the transactions

contemplated (including the Annual Caps) therein are on normal commercial items, fair and

reasonable, and are in the interests of the Company and the Shareholders as a whole. Accordingly,

the Directors, including the independent non-executive Directors, recommend the Independent

Shareholders to vote in favour of the resolution to be proposed at the EGM to approve the terms of

the Renewed Sales of Medical Device Framework Agreement and the transactions contemplated

therein (including the Annual Caps).
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9. ADDITIONAL INFORMATION

Your attention is also drawn to the additional information set out in the appendix to this

circular.

Your faithfully,

By order of the Board

PW Medtech Group Limited

普華和順集團公司

Yue’e Zhang

Chairman & Chief Executive Officer
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PW MEDTECH GROUP LIMITED
普 華 和 順 集 團 公 司

(Incorporated in the Cayman Islands with limited liability)

(Stock Code: 1358)

November 20, 2024

To the Independent Shareholders

Dear Sir or Madam,

RENEWAL OF CONTINUING CONNECTED TRANSACTIONS
IN RELATION TO SALES OF MEDICAL DEVICES

We have been appointed as members of the Independent Board Committee to consider the

Renewed Sales of Medical Device Framework Agreement and the transactions contemplated

thereunder (including the Annual Caps), details of which are set out in the Letter from the Board

contained in the circular to the shareholders of the Company dated November 20, 2024 (the

‘‘Circular’’), of which this letter forms part, and to advise you as to the fairness and reasonableness

of the same. Terms defined in the Circular shall have the same meanings when used herein unless

the context otherwise requires.

Having considered the Renewed Sales of Medical Device Framework Agreement (including

the Annual Caps) and the advice and opinion of Zero2IPO Capital Limited in relation thereto as set

out on pages 16 to 36 of the Circular, we are of the opinion that (i) the Renewed Sales of Medical

Device Framework Agreement was entered into in the ordinary and usual course of business with

normal commercial terms; and (ii) the Renewed Sales of Medical Device Framework Agreement

and the transactions contemplated thereunder (including the Annual Caps) are fair and reasonable so

far as the Independent Shareholders are concerned and are in the interests of the Company and the

Shareholders as a whole. We therefore recommend that you vote in favour of the resolution to be

proposed at the EGM to approve the Renewed Sales of Medical Device Framework Agreement and

the transactions contemplated thereunder (including the Annual Caps).

Yours faithfully,

for and on behalf of the

Independent Board Committee of

PW Medtech Group Limited

普華和順集團公司

Mr. Wang Xiaogang

Mr. Chen Geng

Ms. Wang Fengli

Independent Non-executive Directors
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Set out below is the text of a letter received from Zero2IPO Capital Limited, the Independent

Financial Adviser to the Independent Board Committee and the Independent Shareholders in

respect of the Renewed Sales of Medical Devices Framework Agreement and the proposed annual

caps, which has been prepared for the purpose of incorporation in the circular.

Unit No. 1506B, Level 15,

International Commerce Centre,

1 Austin Road West, Kowloon, Hong Kong

November 20, 2024

To the Independent Board Committee and the Independent Shareholders

Dear Sirs/Madams,

RENEWAL OF CONTINUING CONNECTED TRANSACTIONS
IN RELATION TO SALES OF MEDICAL DEVICES

FRAMEWORK AGREEMENT

INTRODUCTION

We refer to our appointment as the Independent Financial Adviser to advise the Independent

Board Committee and the Independent Shareholders in respect of the Renewed Sales of Medical

Devices Framework Agreement and the proposed annual caps (the ‘‘Annual Caps’’), details of

which are set out in the letter from the Board (the ‘‘Board Letter’’) contained in the circular dated

November 20, 2024 issued by the Company to the Shareholders (the ‘‘Circular’’), of which this

letter forms part. Capitalized terms used in this letter shall have the same meanings as defined in

the Circular unless the context requires otherwise. We recommend the Independent Board

Committee to advise the Independent Shareholders to read this Circular carefully before they

decide to vote for or against the Renewed Sales of Medical Devices Framework Agreement and the

Annual Caps.

With reference to the Board Letter, on October 18, 2024 (after trading hours), the Company

entered into the Renewed Sales of Medical Devices Framework Agreement for a term of three years

with Lepu Medical to renew the Sales of Medical Devices Framework Agreement, commencing

from the 1 January 2025 to December 31, 2027. Pursuant to the Renewed Sales of Medical Devices

Framework Agreement, the Group agreed to sell medical devices to Lepu Medical, including but

not limited to dialyzers, dialysis machine, insulin injection needles and pens, infusion sets,

intravenous cannulas, positive pressure connectors and other medical devices.

Lepu Medical is a limited liability company established in the PRC on June 11, 1999, the

shares of which are listed on the ChiNext Board of the Shenzhen Stock Exchange (stock code:

300003). As of the date of this circular, although Dr. Pu did not control more than 30%

shareholding of Lepu Medical and was not able to control the majority of the composition of the

board of Lepu Medical, the Company considers Lepu Medical as an associate of Ms. Yue’e Zhang,
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the executive Director, because Dr. Pu, the spouse of Ms. Yue’e Zhang, is deemed as the actual

controller (實際控制人) of Lepu Medical by the Shenzhen Stock Exchange. Therefore, Lepu

Medical is a connected person of the Company and Continuing Connected Transactions are subject

to the reporting, annual review, announcement and independent shareholders’ approval requirements

under Chapter 14A of the Listing Rules.

An Independent Board Committee consisting of all the independent non-executive Directors,

namely Mr. Wang Xiaogang, Mr. Chen Geng and Ms. Wang Fengli has been formed for the

purposes of advising the Independent Shareholders in respect of the continuing connected

transactions contemplated under the Renewed Sales of Medical Devices Framework Agreement

(including the Annual Caps) and whose views and recommendation will be included in the Circular.

We, Zero2IPO Capital Limited, have been appointed as the Independent Financial Adviser to advise

the Independent Board Committee and the Independent Shareholders in this regard.

Ms. Yue’e Zhang abstained from voting on the approval of the Renewed Sales of Medical

Devices Framework Agreement and the transactions contemplated thereunder (including the Annual

Caps) at the Board meeting due to the fact that Lepu Medical is an associate of Ms. Yue’e Zhang.

Save as disclosed above, no other Director had any material interest in the Renewed Sales of

Medical Device Framework Agreement. Accordingly, no other Director was required to abstain

from voting on the relevant Board resolutions to approve the Renewed Sales of Medical Device

Framework Agreement and the transactions contemplated thereunder (including the Annual Caps).

OUR INDEPENDENCE

Zero2IPO Capital Limited is a licensed corporation to carry out regulated activities of advising

on corporate finance under the SFO. We were appointed as the independent financial adviser in

2022 to advise the independent board committee and the independent shareholders for the fairness

and reasonableness of the continuing connected transaction in relation to sales of medical devices

framework agreement for the three years ending December 31, 2024 between the Company and

Lepu Medical. As at the Latest Practicable Date, we were not aware of any relationships or interests

between us and the Company, Lepu Medical or any other parties that could be reasonably regarded

as a hindrance to our independence to act as the Independent Financial Adviser to the Independent

Board Committee and the Independent Shareholders. Apart from the advisory fee payable to us in

connection with our appointment as the Independent Financial Adviser to the Independent Board

Committee and the Independent Shareholders, no arrangement exists whereby we shall receive any

other fees or benefits from the Company or any other parties that could reasonably be regarded as

relevant to our independence. Accordingly, we consider that we are independent pursuant to Rule

13.84 of the Listing Rules.

BASIS OF OUR OPINION

In formulating our opinion regarding the Renewed Sales of Medical Devices Framework

Agreement and the Annual Caps, we have relied on the information and facts supplied, opinions

expressed and representations made to us by the Directors, the management of the Group (the

‘‘Management’’) and the management of Lepu Medical who is responsible for the business of sale
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medical devices to Lepu Medical (including but not limited to those contained or referred to in the

Circular). We have assumed that the information and facts supplied, opinions expressed and

representations made to us were true, accurate and complete at the time they were made and

continue to be true, accurate and complete in all material aspects until the date of the EGM. We

have also assumed that all statements of belief, opinions, expectation and intention made by the

Management in the Circular were reasonably made after due enquiry and careful consideration. We

have no reason to suspect that any material facts or information have been withheld or to doubt the

truth, accuracy and completeness of the information and facts contained in the Circular, or the

reasonableness of the opinions expressed by the Company, its management and/or advisers, which

have been provided to us.

The Directors have collectively and individually accepted full responsibility for the accuracy

of the information contained in the Circular and have confirmed, having made all reasonable

enquiries, which to the best of their knowledge and belief, that the information contained in the

Circular is accurate and complete in all material respects and not misleading or deceptive, and there

are no other matters the omission of which would make any statement in the Circular or the

Circular misleading. We, as the Independent Financial Adviser, take no responsibility for the

contents of any part of the Circular, save and except for this letter of advice.

We have reviewed currently available information and documents, among others: (i) the Sales

of Medical Devices Framework Agreement and the Renewed Sales of Medical Devices Framework

Agreement; (ii) the Announcement; (iii) the annual reports of the Company for the year ended 31

December 2023 (the ‘‘2023 Annual Report’’); (iv) the interim reports of the Company for six

months ended 30 June 2024 (the ‘‘2024 Interim Report’’); (v) the internal control measures

governing connected transactions of the Group; (vi) other information as set out in the Circular; and

relevant market data and information available from public source which are made available to us

and enable us to reach an informed view and justify our reliance on the information provided so as

to provide a reasonable basis for our advice. We also held discussion with and the management of

Group and the management of Lepu Medical who is responsible for the business of sale medical

devices to Lepu Medical from time to time. We consider that we have taken sufficient and

necessary steps on which to form a reasonable basis and informed view for our opinion in

compliance with Rule 13.80 of the Listing Rules.

We consider that we have been provided with sufficient information to reach an informed

view and to provide a reasonable basis for our opinion. We have not, however, conducted any

independent investigation into the business and affairs or prospects of the Group, Lepu Medical, the

parent group or their respective shareholders, subsidiaries or associates, nor have we considered the

taxation implication on the Group or the Shareholders as a result of entering the Renewed Sales of

Medical Devices Framework Agreement. Our opinion is necessarily based on the market, financial,

economic and other conditions in effect and the information made available to us as at the Latest

Practicable Date. Shareholders should note that subsequent developments (including change in

market and economic conditions) may affect and/or change our opinion and we have no obligation
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to update this opinion to consider events occurring after the Latest Practicable Date or to update,

revise or reaffirm our opinion. Nothing contained in this letter of advice should be construed as a

recommendation to hold, sell or buy any Shares or any other securities of the Company.

Where information in this letter of advice has been extracted from published or otherwise

publicly available sources, we have ensured that such information has been correctly and fairly

extracted, reproduced or presented from the relevant sources but we did not conduct any

independent investigation into the accuracy and completeness of such information.

PRINCIPAL FACTORS AND REASONS CONSIDERED

The principal factors and reasons we have considered in assessing the Renewed Sales of

Medical Devices Framework Agreement (including the Annual Caps) in giving our recommendation

to the Independent Board Committee and the Independent Shareholders are set out below:

Information on the Group

According to the Board Letter, the Group is principally engaged in the R&D, manufacturing

and sales of (i) advanced infusion set, intravenous cannula products, insulin needles etc., (ii) blood

purification medical devices, and (iii) animal-derived regenerative medical biomaterial and human

tissue repair alternative products in the PRC.

The table below sets forth a summary of the financial highlights of the Group for the two

years ended 31 December 2023 as extracted from the 2023 Annual Report and for the 6 months

ended 30 June 2023 and 2024 from the 2024 Interim Report respectively.

For the

year ended

December 31,

2022

For the

year ended

December 31,

2023

For 6 months

ended

June 30,

2023

For 6 months

ended

June 30,

2024

(RMB’000) (RMB’000) (RMB’000) (RMB’000)

(Audited) (Audited) (Unaudited) (Unaudited)

Total Revenue 536,826 675,084 319,015 338,417

— Infusion Set Business 248,491 281,063 131,848 132,618

— Blood Purification

Business 288,335 394,021 187,167 205,799

Profit for the year 128,867 205,023 96,873 93,639

Comparison between 6 months ended June 30, 2023 and 2024

With reference to the 2024 Interim Report, the revenue of the Group increased by 6.1% from

approximately RMB319.0 million for the six months ended June 30, 2023 to approximately

RMB338.4 million for the same period in 2024, as a result of the increase in sales of its blood

purification business. Revenue from its infusion set business amounted to approximately RMB132.6
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million for the six months ended June 30, 2024, representing a slight increase of 0.6% from the

same period in 2023. Revenue from its blood purification business for the six months ended June

30, 2024 amounted to approximately RMB205.8 million, representing an increase of 10.0%

compared to approximately RMB187.2 million for the same period in 2023. The increase was

mainly contributed by the increased market demand and the expansion of sales network for core

products, particularly for the rapid growth in sales of hemoperfutor products and export sales.

The profit for the period of the Group was approximately RMB93.6 million for the six months

ended June 30, 2024, representing a decrease of 3.3% from RMB96.9 million for the same period in

2023. The decrease was mainly due to decreases of operating profit and increase of income tax

expenses, partially offset by the increase of finance income. The decreases of operating profit was

mainly due to (i) the decrease of the operating profit generated from its blood purification business

from approximately RMB66.2 million for the six months ended June 30, 2023 to approximately

RMB60.6 million for the same period in 2024 mainly due to the decrease of government subsidies

and the increase of share-based compensation expenses; and (ii) the increase in the operating loss

generated from its regenerative medical biomaterials business from approximately RMB11.4 million

for the six months ended June 30, 2023 to approximately RMB13.6 million for the same period in

2024 due to the increase in administrative and R&D expenses.

Comparison between the year ended 31 December 2022 and 2023

With reference to the 2023 Annual Report, the revenue for 2023 amounted to approximately

RMB675.1 million, representing an increase of 25.8% from approximately RMB536.8 million

recorded in 2022. The increase was primarily as a result of the increase in sales of its infusion set

business and blood purification business. The Group completed the acquisition of its blood

purification business on February 28, 2022, and consolidated the results of this business segment

from March 1, 2022. Therefore, the Group’s consolidated statement of profit or loss for the year

ended December 31, 2022 includes figures for this segment for ten months, while for the year 2023,

it included results for twelve months. Revenue from its blood purification business for 2023

amounted to approximately RMB394.0 million, representing an increase of 36.7% compared to

approximately RMB288.3 million for the ten-month period ended December 31, 2022 (the period

after the completion of the acquisition). Revenue from its infusion set business amounted to

approximately RMB281.1 million for 2023, representing an increase of 13.1% from 2022, which

was mainly due to the increase in sales volume as a result of recovery of the hospital traffic in the

PRC in 2023.

The profit for the year of the Group and profit attributable to owners of the Company was

approximately RMB205.0 million and RMB153.2 million in 2023, representing an increase of

59.1% and 44.5% from 2022, respectively. Such increase was mainly due to: (i) the increase of the

operating profit generated by its blood purification business from approximately RMB76.3 million

for the ten-months post acquisition period during 2022 to approximately RMB137.3 million for the

year ended December 31, 2023 due to the increase of sales and other income; and (ii) the increase

of the operating profit generated by the group headquarters and the infusion set business from
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approximately RMB68.0 million in 2022 to approximately RMB75.2 million in 2023 due to the

increase of sales, and the decrease of general and administrative expenses, which was partially

offset by the decrease of net foreign exchange gain.

Information on Lepu Medical

Lepu Medical is a limited liability company established in the PRC on June 11, 1999, the

shares of which are listed on the ChiNext Board of the Shenzhen Stock Exchange (stock code:

300003) and is a leading cardiovascular health industry platform in China, with its main business

covering three major sectors: medical device, pharmaceutical, medical service and health

management. As of the date of this circular, Lepu Medical was ultimately controlled as to 24.23%

by Dr. Pu, together with the parties acting in concert with him. Dr. Pu is deemed as the actual

controller (實際控制人) of Lepu Medical by the Shenzhen Stock Exchange. Dr. Pu is the spouse of

Ms. Yue’e Zhang, the executive Director.

The table below sets forth a summary of the financial highlights of Lepu Medical for the two

years ended 31 December 2023 as extracted from the annual report for the year ended 31 December

2023 and for the 6 months ended 30 June 2023 and 2024 from the interim report for 6 months

ended 30 June 2023 and 2024 respectively.

For the

year ended

December 31,

2022

For the

year ended

December 31,

2023

For 6 months

ended

June 30,

2023

For 6 months

ended

June 30,

2024

(RMB’000) (RMB’000) (RMB’000) (RMB’000)

PRC GAAP PRC GAAP PRC GAAP PRC GAAP

(Audited) (Audited) (Unaudited) (Unaudited)

Revenue 10,609,442 7,979,899 4,301,458 3,383,887

Comparison between 6 months ended 30 June 2023 and 2024

With reference to 2024 interim report of Lepu Medical, the revenue for 6 months ended June

30, 2024 decreased by 32.3% from approximately RMB4,301.5 million for six months ended June

30, 2023 to approximately RMB3,383.9 million for the same period in 2024. Such decrease was

primarily due to the decrease of revenue generated from pharmaceutical segment and medical

services and health management segment which partially offset by an increase of 16.9% in the

revenue generated from medical device segment.
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Comparison between the years ended 31 December 2022 and 2023

With reference to 2023 annual report of Lepu Medical, the revenue for 2023 decreased by

24.8% from approximately RMB10,609.4 million in 2022 to approximately RMB7,979,9 million in

2023. The decrease was primarily because the revenue of medical devices segment decreased by

approximately 37.5% from RMB5,878.8 million in 2022 to RMB3,674.3 million in 2023 as result

of the decline in revenue of in-vitro diagnostic service.

In light of the above, we are of the view that, considering the continuous growth of the

revenue of the Company for the year ended December 31, 2023 and for the 6 months ended June

30, 2024, due to the growth of its blood purification business and infusion set business, and the

increase in the revenue generated from medical device segment by Lepu Medical for the 6 months

ended June 30, 2024, the continuous development of the business of the Company and Lepu

Medical would support the growth of the amount of transactions under the Renewed Sales of

Medical Devices Framework Agreement and the Group will be benefited by entering into the

Renewed Sales of Medical Devices Framework Agreement for its continuing development.

Reasons and benefits of entering into the Renewed Sales of Medical Devices Framework

Agreement and the Annual Caps

As the Sales of Medical Devices Framework Agreement dated July 5, 2022 will expire on

December 31, 2024. With reference to the Board Letter, The Company considers that the Renewed

Sales of Medical Devices Framework Agreement will be beneficial to the Company’s business

development for the following reasons:

(i) Lepu Medical Group has sales channels covering over 80 countries and regions.

Leveraging on Lepu Medical’s well-established product distribution network globally,

entering into the Renewed Sales of Medical Devices Framework Agreement would

facilitate the distribution and sales of the Group’s products, which would not only

provide a stable source of income to the Group and contribute to the implementation of

the Group’s sale plan but also enhance the brand value and overseas market influence of

the Company;

(ii) entering into the Renewed Sales of Medical Devices Framework Agreement will allow

the Group to maintain a strong strategic and business relationship with Lepu Medical

Group, thereby generating synergy potential and mutual economic benefits between the

Group and Lepu Medical Group; and

(iii) the continuation of the sales of medical devices will provide a stable source of income

for the Group.

According to the discussion with the management of the Group, we understand that over 98%

of the sales of medical devices transaction amount to Lepu Medical from the Group in 2022, 2023

and the 9 months ended September 30 2024 was from Sichuan Ruijian Medical, a subsidiary of the

Group, and the rest of the transaction amount which below 2% was from Beijing Fert Technology
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Co., Ltd (‘‘Beijing Fert’’), a subsidiary wholly owned by the Company. Sichuan Ruijian Medical

has a stable business relationship with Lepu Medical for over five years. In 2019, Sichuan Ruijian

Medical entered into a distribution agreement for sales of dialyzer products of its own OCI brand in

India with Lepucare (India), a subsidiaries of Lepu Medical, considering the mature distribution

network of medical devices of Lepu Medical in India. Such transaction arrangements have formed

part of the daily operation of Sichuan Ruijian Medical since 2019. The historical amount received

by Sichuan Ruijian Medical from Lepu Medical for 2022, 2023 and 9 months ended September 30,

2024 were approximately RMB15.9 million, RMB24.8 million and RMB26.3 million, respectively.

With the increase in sales, the brand value and overseas brand awareness of dialyzers of OCI has

been enhanced, especially in India. Considering Sichuan Ruijian Medical and Lepu Medical has

long-term, stable business relationship and are mutually familiar with each other’s business demand,

we concur with the Director that maintaining a stable and quality business relationship with Lepu

Medical will facilitate current and future business operation of the Company.

Having considered that (i) the sales form part of the daily operation of the Company,

especially Sichuan Ruijian Medical; (ii) the Group shall be rendered stable source of income with

the pricing terms that are no less favourable than available to the independent third-party

customers; and (iii) it would enhance the brand value and overseas market influence of the

Company, we concur with the Directors’ view that the transactions under the Renewed Sales of

Medical Devices Framework Agreement is in the ordinary and usual course of business of the

Group and in the interests of the Company and the Shareholders as a whole and does not consider

there to be any material disadvantage to the Group in relation to the Renewed Sales of Medical

Devices Framework Agreement and the transactions contemplated thereunder.

Principal Terms of the Renewed Sales of Medical Devices Framework Agreement

The principal terms of the Renewed Sales of Medical Devices Framework Agreement are

summarized as below:

Date

October 18, 2024 (after trading hours)

Parties

(1) The Company; and

(2) Lepu Medical

Subject matter

The Group agreed to sell medical devices to Lepu Medical Group, including but not

limited to dialyzers, dialysis machine, insulin injection needles and pens, infusion sets,

intravenous cannulas, positive pressure connectors and other medical devices.
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The members of both of the Group and Lepu Medical Group may enter into individual

sales of medical devices agreements setting out specific terms of sales of medical devices,

including the medical devices to be sold, price determination method, delivery method and

payment arrangement. Such terms shall be on normal commercial terms (i.e. the transaction is

on an arm’s length basis or terms no less favourable to the Group than terms available to

independent third parties) and consistent with the principles and the terms of the Renewed

Sales of Medical Devices Framework Agreement.

Lepu Medical Group shall make full payment in cash within a certain period of time

upon receipt of the medical devices from the Group. Before entering into individual sales of

medical devices agreements with Lepu Medical Group under the Renewed Sales of Medical

Devices Framework Agreement, the Company will review and ensure the payment terms of

such individual sales of medical devices agreements are on normal commercial terms. The

credit period offered by the Group to Lepu Medical Group is generally 120 days. However,

depending on a number of reasons including (i) past settlement record; (ii) financial standing

of the customer; and (iii) size of the orders placed by the customer, the credit period offered

may accordingly be lengthened or shortened. The credit period of sales of medical devices

under the Renewed Sales of Medical Devices Framework Agreement provided to Lepu

Medical Group will not be longer than those of comparable medical devices products offered

to the independent third party purchasers in comparable markets. The Group’s accounting

department monitors settlement status of customers, especially overdue status of trade

receivables. In the event of prolonged overdue, the Group would determine follow-up actions

to collect such overdue payment, such as communication with the customers and sending

payment reminders.

Term

The term of the Renewed Sales of Medical Devices Framework Agreement will

commence from the January 1, 2025 to December 31, 2027, subject to the approval by the

Independent Shareholders at the EGM. The Renewed Sales of Medical Devices Framework

Agreement is also subject to renewal for additional three years upon parties’ mutual agreement

and the Listing Rules.

Pricing policy

The prices of the medical devices purchased by Lepu Medical Group under the Renewed

Sales of Medical Devices Framework Agreement shall be determined with reference to the

quantity of orders, the brand of products (e.g. self-branded products or OEM products) and the

prevailing market prices of comparable medical devices from at least two independent third

parties. The prices and other terms of the Group’s sales of medical devices to Lepu Medical

Group shall be no less favourable to the Group than those offered to other independent third-

party purchasers by the Group at the relevant time.

LETTER FROM THE INDEPENDENT FINANCIAL ADVISER

– 24 –



In order to ensure that the terms of the transaction under the Renewed Sales of Medical

Devices Framework Agreement are fair and reasonable and in line with market practices, and

that the terms of the transaction will be no less favorable to the Group than the terms of

transactions between the Group and independent third parties, the Group has maintained

regular contact with other medical devices companies in the market to keep abreast of market

developments and the price trend of comparable products.

The Company will review and compare the unit prices of the comparable products

offered by the Group to Lepu Medical Group with at least two recent transaction records of

comparable products offered by the Group to independent third-party customers, if available

before entering into individual sales of medical devices agreements with Lepu Medical Group

under the Renewed Sales of Medical Devices Framework Agreement. The prices of

comparable products provided to Lepu Medical Group will not be lower than those offered to

independent third-party customers. In the event that the transaction records of comparable

products offered by the Group to independent third-party customers were not available, the

Company would obtain the quotations for such products from at least two independent third-

party purchasers at arm’s length negotiation and compare the unit prices offered to Lepu

Medical Group with such at least two quotation records from independent third-party

purchasers before entering into individual sales of medical devices agreements with Lepu

Medical Group under the Renewed Sales of Medical Devices Framework Agreement. The

prices of comparable products provided to Lepu Medical Group will not be lower than the

quotations obtained from the independent third-party purchasers.

To assess the fairness and reasonableness of the pricing and terms of the Renewed Sales

of Medical Devices Framework Agreement, we have discussed with the management of the

Group, the approach that they will adopt when determining the pricing for products under the

Renewed Sales of Medical Devices Framework Agreement. We are given to understand that

during the historical period from January 1, 2022 to September 30, 2024, the Group has

maintained regular contact with other third party medical devices companies rather than Lepu

Medical in the market to keep abreast of market developments and the price trend of

comparable products and therefore it is applicable to obtain quotations from at least two

independent third parties before conducting the connected transaction. The Group has also set

up internal control procedures for the connected transaction. Details please see below chapter

of ‘‘Internal Control System For Continuing Connected Transactions’’.

We have reviewed the Renewed Sales of Medical Devices Framework Agreement and not

aware of any material differences between the Renewed Sales of Medical Devices Framework

Agreement and the Board Letter. We have also compared the Renewed Sales of Medical

Devices Framework Agreement with the Sales of Medical Devices Framework Agreement

dated July 5, 2022, and not aware of any material difference on the pricing and terms thereof.

In relation to the sales of self-branded dialyzer products, as confirmed by the management of

the Company and the management of Sichuan Ruijian Medical, we noted that during the

historical period of 2022 to 2024, except for Lepu Medical, Sichuan Ruijian Medical did not

sell self-branded dialyzer products to any other independent third parties in the Indian market.
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As confirmed by the management of the Company and the management of Sichuan Ruijian

Medical, the actual transaction amount of dialyzers between Sichuan Ruijian Medical and

Lepu Medical for the historical period of 2022, 2023 and the 9 months ended September 30,

2024, was approximately RMB15.7 million, RMB24.5 million and RMB26.2 million,

respectively. For our due diligence purpose, we have obtained (i) the full transaction list of

Sichuan Ruijian Medical’s sales to Lepu Medical and randomly selected three transactions for

each 2022, 2023 and 9 months ended September 30, 2024 and reviewed the contracts of the

selected 9 transactions, those 3 contracts for each 2022, 2023 and 9 months ended September

30, 2024(9 contracts in total) entered into between Sichuan Ruijian Medical and Lepu Medical

which is a fair and representative sample and the terms of such contracts, including but not

limited to product description, prices, quantities, transaction amount and purchase and credit

terms as each contract contained one or multiple different models of dialyzers, and those 9

contracts covered most of different models of dialyzer sold by the Sichuan Ruijian Medical to

Lepu Medical; (ii) 12 quotation records for the self-branded dialyzer products of Sichuan

Ruijian Medical from Independent Third Parties at the relevant time.

On the basis of our review, we noted that (i) the quoted prices in twelve quotation

records of the self-branded dialyzer products to the potential customers in India which are

Independent Third Parties between the historical period of 2022, 2023 and 9 months ended

September 30, 2024 were ranging from USD3.0 to US$3.4 per unit, ranging from US$3.0 to

US$3.4 per unit and ranging from US$3.0 to US$3.4 per unit, respectively, while the price

range of the self-branded dialyzer products sold to Lepu Medical under the 9 transaction that

we randomly selected was from US$3.0 to US$3.4 per unit at the relevant time and the pricing

of the self-branded dialyzer products which Sichuan Ruijian Medical sold to Lepu Medical is

not less favourable than that of the 12 quotation records for the self-branded dialyzer products

from the potential customers which are the Independent Third Parties in the same model; and

(ii) the quoted payment duration of twelve quotation records of the self-branded dialyzer

products to the potential customers in India which are Independent Third Parties between the

historical period of 2022, 2023 and 9 months ended September 30, 2024 were 120 days, 120

days and 120 days, respectively, while the payment duration of the transactions of self-

branded dialyzer products sold to Lepu Medical at the relevant time was 120 days and the

payment terms of the self-branded dialyzer products which Sichuan Ruijian Medical sold to

Lepu Medical is not less favourable than that of the quotations for the self-branded dialyzer

products from the potential customers which are the Independent Third Parties. And there is

no dissimilarities among the comparables or anomalous items, thus there is no extra

adjustments on the pricing policy.

On the basis of our review, we noted that the pricing of the medical device accessories

which the Company sold to Lepu Medical between the historical period of 2022 to 2024 is not

less favourable than the quotations of the medical device accessories from other medical

devices companies which are independent third party during the same period.
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Considering (i) the key pricing terms under the Renewed Sales of Medical Devices

Framework Agreement will be no less favorable to the Group than the terms of transactions

between the Group and Independent Third Parties and the Group is able to identify quotations

from Independent Third Parties; (ii) the internal control measures as discussed below; and (iii)

the pricing of the self-branded medical devices were not less favourable than the quotations

for the self-branded medical devices from the potential customers which are the Independent

Third Parties and within the price range of the comparable products from other medical

devices companies in the market, we concur with the Directors that the terms of the Renewed

Sales of Medical Devices Framework Agreement are fair and reasonable and on normal

commercial terms as far as the Independent Shareholders are concerned.

The Annual Caps and Basis of Determination

The table below sets out the annual caps for the total amount payable by Lepu Medical Group

to the Group under the Renewed Sales of Medical Devices Framework Agreement for each of the

three years ending December 31, 2025, 2026 and 2027, respectively:

Proposed Annual Caps for the years ended 31 December:

2025 2026 2027

RMB RMB RMB

Sales of medical devices by the Group

to Lepu Medical through Sichuan

Ruijian Medical 57,000,000 63,000,000 70,000,000

Sales of medical devices by the Group

to Lepu Medical through Beijing

Fert 10,000,000 10,000,000 10,000,000

Buffer 6,000,000 7,000,000 8,000,000

Total 73,000,000 80,000,000 88,000,000

As stated in the Board Letter, the estimated annual caps for the aggregate amount receivable

by the Group from the Lepu Medical Group were determined with reference to:

(1) the historical amount received by Sichuan Ruijian Medical from Lepu Medical Group for

the two years ended December 31, 2023 and the period from January 1, 2024 to

September 30, 2024;

(2) the estimated demand of dialyzers, dialysis machine and other medical devices (the

‘‘Dialyzers Products’’) by Lepu Medical Group for the three years ending December 31,

2027. The estimated sales of the Dialyzers Products to Lepu Medical Group through

Sichuan Ruijian Medical are expected to be approximately RMB57 million, RMB63

million and RMB70 million for the years ending December 31, 2025, 2026 and 2027

based on the estimated volume of demand for the Dialyzers Products from Lepu Medical
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Group and the estimated unit price. The estimated unit price of the Dialyzers Products is

expected to range from US$2.5 to US$3.0 per unit for the three years ending December

31, 2027. The expected significant increase of Lepu Medical Group’s demand for the

Dialyzers Products is primarily due to the recent business expansion of Lepu Medical

Group in the Indian market, driven by an increase in the number of distributors and the

growing demand from the distributors’ downstream customers, including subdistributors

and hospitals. Sichuan Ruijian Medical recorded rapid growth in sales volume of the

Dialyzers Products to Lepu Medical Group in August and September 2024. From January

to July 2024, Sichuan Ruijian Medical sold an average of approximately 113 thousand

Dialyzers Products per month to Lepu Medical Group. However, in August and

September 2024, the sales volume reached 236 thousand units and 209 thousand units,

respectively. Considering the sales volume of the Dialyzers Products by Sichuan Ruijian

Medical to Lepu Medical Group in August and September 2024 and assuming an

expected growth rate of around 10% in Lepu Medical Group’s sales in India, the sales

volumes of the Dialyzers Products for the year ending December 31, 2025 is estimated to

range from 2.7 million units to 3.2 million units;

(3) the estimated demand of insulin injection needles and pens, infusion sets, intravenous

cannulas, positive pressure connectors and other medical devices (the ‘‘Infusion Sets

Products’’) by Lepu Medical Group for the three years ending December 31, 2027. The

estimated sales of the Infusion Sets Products to Lepu Medical Group are expected to be

approximately RMB10 million based on the estimated volume of demand for the Infusion

Sets Products from Lepu Medical Group and the estimated unit price. The volume of

demand of the Infusion Sets Products from Lepu Medical is estimated to be 0.2 million

units of medical injection devices and 0.7 million injection needles for each of the three

years ending December 31, 2027 based on the projection of Lepu Medical. The expected

significant increase of Lepu Medical Group’s demand for the Infusion Sets Products is

primarily driven by Lepu Medical Group’s future business expansion in the sales of

medicines for chronic diseases. The research and development of these medicines is

expected to generate a significant potential demand for the Infusion Sets Products; and

(4) estimated buffer for fluctuation of market prices and change in specifications.

The growth rate of the Annual Caps is approximately 9.6% from the year of 2025 to the year

of 2026 and approximately 10% from the year of 2026 to the year of 2027. Such increase is

primarily due to the increase in the estimated transaction amount of the dialyzer products from

Sichuan Ruijian Medical to Lepu Medical Group in the Indian market driven by the development of

the dialyzer market in India and the business expansion of Lepu Medical Group in the Indian

market.
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The historical amounts received by the Group from Lepu Medical Group in relation to sales of

medical devices for the two years ended December 31, 2022 and 2023 and the period from January

1, 2024 to September 30, 2024 were as follows:

For the year ended

December 31, 2022

For the year ended

December 31, 2023

For the period from

January 1, 2024 to

September 30, 2024

Sales of medical devices by

the Group to Lepu

Medical Group

RMB16,145,000 RMB24,902,000 RMB26,400,000

(RMB47,073,000 for

whole year with

estimation and

assumption)

— Sales of medical devices

by the Group to Lepu

Medical Group through

Sichuan Ruijian Medical

RMB15,945,000 RMB24,823,000 RMB26,345,000

(RMB47,000,000 for

whole year with

Management’s

estimation)

— Sales of medical devices

by the Group to Lepu

Medical Group through

Beijing Fert

RMB200,000 RMB79,000 RMB55,000

(RMB73,000 for

whole year with pro

rata assumption)

Historical Annual Cap RMB33,100,000 RMB47,700,000 RMB72,300,000

Utilisation rate of

Annual Cap

48.8% 52.2% 65.1% (for whole

year with estimation

and assumption)

As set out in the table above, the utilization of current annual cap of 2022, 2023 and the nine

months ended September 30, 2024 was 48.8%, 52.2% and 65.1%, such moderate utilization rate

was mainly due to the amount of sales of medical devices by the Group to Lepu Medical Group

through Sichuan Ruijian Medical was below expectation, primarily due to (i) the repeated use of

dialyzers in India market. As advised by the Management, dialyzers are disposable products in

general. However, in the Indian market, a single dialyzer may be re-used by multiple times, which

could lead to an over-estimation of the demand for dialyzers in the Indian market, resulting in an

over-projection of the historical annual cap; and (ii) the Indian market has been highly competitive.
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As discussed with the Management, we noted that such proposed annual cap for each year

ending December 31, 2025, 2026 and 2027 is formed by sales of Dialyzers by the Group to Lepu

Medical through Sichuan Ruijian Medical, sales of other medical devices and accessories by the

Group to Lepu Medical through Beijing Fert and buffer thereof, To assess the fairness and

reasonableness of the proposed annual cap for the each year ending December 31, 2025, 2026 and

2027, we have obtained the estimation of sales volume of each medical devices and estimation

selling price of each medical devices under the proposed annual cap and conduct the following

analysis:

Estimation of Sales of medical devices by the Group to Lepu Medical through Sichuan Ruijian

Medical

As set out in the table above, the historical transaction amount by the Group to Lepu Medical

through Sichuan Ruijian Medical was approximately RMB15.9 million and RMB24.8 million for

2022 and 2023, with a growth rate of 55.7%, and is expected to furtherly grow to RMB47.0 million

for 2024, with a steady growth rate of 89.3%. As advised by the Management, the estimated

transaction amount of RMB47.0 million for the full year of 2024 by Sichuan Ruijian Medical

represents a significant growth rate of sales for the three months ending December 31, 2024 as

compared to the RMB26.3 million of actual transaction amount from January to September 2024.

Sichuan Ruijian Medical recorded a rapid growth of sales volume of dialyzers to Lepu Medical in

August and September 2024. From January to July 2024, Sichuan Ruijian Medical sold

approximately 113 thousand dialyzers per month in average to Lepu Medical; while in August and

September 2024, the sales volume reached 236 thousand units and 209 thousand units, respectively.

We consider the estimation transaction amount of RMB47.0 million for the full year of 2024 by

Sichuan Ruijian Medical is fair and reasonable based on the actual transaction amount of RMB26.3

million for 9 months ended 30 September 2024 and expected sales volume of 250 thousand units

and selling price of US$3.0 to US$3.4 per unit for each of three months from October 2024 to

December 2024. The forecasted sales volume for each of three months from October 2024 to

December 2024 was based on the rapid increase in sales volume in August and September 2024 to

Lepucare (India) and the Management’s expectations for continuing growth of dialyzer’s sales

volume from October 2024 to December 2024 after its discussion with Lepu Medical. According to

the discussion with the management of the Sichuan Ruijian Medical who is responsible for the

dialyzer sales to Lepu Medical and the information provided by the management of Lepucare

(India), the sharp rise in sales volume to Lepu Medical in August and September 2024 was mainly

driven by increased dialyzer sales in the Indian market by to Lepucare (India), which led to a

higher procurement volume from to Lepucare (India) mainly due to the increase of customer

demand in India which primary as a result of both the number of distributors and the demand from

the distributors’ downstream customers (sub-distributors and hospitals) have increased. Such

increase is expected to be maintained in the future as for medical products such as dialyzers has
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certain level of user stickness. According to the India Hemodialysis Market Report by Segment,

Modality, End User, and Region 2024–2032 report published by IMARC1, the report indicates that

the hemodialysis typically performed several times a week, hemodialysis is a crucial intervention

for those with end-stage renal disease, providing a lifeline for individuals whose kidneys are no

longer able to perform their vital functions, hemodialysis market in India is poised for substantial

growth, India hemodialysis market size reached US$1.3 Billion in 2023. Looking forward, IMARC

Group expects the market to reach US$ 2.61 billion by 2032, exhibiting a growth rate (CAGR) of

7.60% during 2024–2032.

As advised by the Management1, the transaction amount between Sichuan Ruijian Medical and

Lepu Medical will still mainly compose by the sales of dialyzers, the expected transaction amount

for sales of dialyzers by the Group to Lepu Medical through Sichuan Ruijian Medical will be

RMB57.0 million for 2025, and will further increase to RMB63.0 million and RMB70.0 million for

2026 and 2027 with a growth rate of 10.5% and 11.1%. Such estimation is mainly based on the

sales of Sichuan Ruijian Medical to Lepu Medical in August and September 2024. As discussed

with the Management and the management of Sichuan Ruijian Medical, the unit price of dialyzers

products of Sichuan Ruijian Medical sold to Lepucare (India) is expected to drop to US$ 2.5 to

US$3.0 per unit for the three year ending 31 December 2027, which will be lower than current

price range of US$3.0 to US$3.4, because the Indian market is highly competitive and the future

price may decrease as the procurement amount from Lepucare (India) will rapidly increases as

compare to the past three years. The sales volumes of dialyzers to Lepucare (India) for each of

three years ending 31 December 2027, however, is estimated to be from 2.7 million to 3.2 million

for 2025, based on the sales volume of 236 thousand units and 209 thousand units in August and

September 2024 from Sichuan Ruijian Medical to Lepu Medical and a potential business expansion

of Lepu Medical in India in the future, and the sales volume is expected to have a growth rate

around 10%, as the revenue from the Group’s blood purification business for the six months ended

June 30, 2024 representing an increase of 10.0% compared to the same period in 2023. As advised

by the management of Lepu Medical who is responsible for the Indian business, we noted that Lepu

Medical is expected to further expand their business scale in dialysis market in India through

expanding the customer bases and bidding for other procurement projects of dialyzers by the local

governments considering the huge demand and their experience in success of the project bidding

abovementioned in India. We noted that there is a significant growth of the proposed annual cap for

2025, as compared to the forecasted sales of medical devices by the Group to Lepu Medical for the

whole year of 2024, which is significantly higher than the projected growth rate of market size of

dialyzer in India by IMARC. We are given the understand that the proposed annual cap for 2025 is

determined based on the rapid increase in sales volume of dialyzer in August and September 2024

to Lepucare (India). Considering that (i) the increased sales of dialyzer of Lepucare (India) in India

is expected to be maintained in the future as for medical products such as dialyzers has certain level

1 IMARC Group is a global management consulting firm with client base spans over 3,000 organizations in the private,

public, and social sectors, ranging from high-growth startups to Fortune 500 companies. IMARC’s primary research

capabilities encompass both qualitative and quantitative methodologies, and offer a detailed understanding of market

trends, consumer behavior, and industry dynamics through in-depth interviews, focus groups, surveys, and data analysis.
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of user stickness, and (ii) Lepu Medical will further expand its business in India in the future, we

concur with the Management that the sales of dialyzer to Lepucare (India) may experience a

significant growth in 2025, as compared to the sales in 2024.

Having considered above, we concur with the Management that the amount of continuing

connected transaction between Sichuan Ruijian Medical and Lepu Medical will increase

substantially in 2025, 2026 and 2027 as compared with the historical transaction amount in 2022,

2023 and 2024.

Estimation of Sales of other medical devices and accessories by the Group to Lepu Medical

through Beijing Fert

As advised by the Management, Beijing Fert sold medical devices to Lepu Medical during

2022 to 2024, including but not limited to infusion sets, intravenous cannulas, injection needles and

injection pens and other medical devices. Starting from 2025, as Lepu Medical is expected to

develop its business in sales of medicines for chronic diseases in PRC. Thus Lepu Medical will

have a massive growth in the demand of the medical device for such medicines in China. As

advised by the Management of Lepu Medical, with the continuous increase in the number of

chronic diseases patients, the market demand for the medicines for chronic diseases is also steadily

expanding. Lepu Medical has already made some progress in the field of chronic diseases treatment

and plans to prioritize the innovative research and development of such medications, which may

result in a massive potential demand for injection medical devices for such medicines. We have

interviewed the Manger of Lepu Medical who in charge of procuring such medical devices from

Beijing Fert, based on Lepu Medical’s estimation, the volume of demand from Lepu Medical would

be 0.2 million units of medical injection devices and 0.7 million injection needles for each year in

2025, 2026 and 2027 as advised by Lepu Medical. According to the report published by

RESEARCH AND MARKETS2 related such chronic diseases in China for 2024–2032, the report

indicates that China currently has the highest number of patients with this chronic disease in the

world, the market size for this chronic disease in China reached US$4.7 billion in 2023 and is

expected to potentially reach US$9.3 billion by 2032, with a compound annual growth rate (CAGR)

of 7.9% during the period from 2023 to 2032. As advised by the management of Beijing Fert and

as we have reviewed the demand forecasting of such medical device for such chronic diseases from

Lepu Medical, the total sales amount of medical devices from Beijing Fert to Lepu Medical for

2025, 2026 and 2027 is expected to be RMB10.0 million, RMB10.0 million and RMB10.0 million,

respectively, based on the estimated unit price, we believe that the projected transaction amount is

reasonable with the estimated transaction volume above.

Having considered above, we concur with the Management that the amount of continuing

connected transaction between Beijint Fert and Lepu Medical will have a rapid growth in 2025,

2026 and 2027 as compared with the historical transaction amount in 2022, 2023 and 2024.

2 RESEARCH AND MARKETS was founded in 2002 with one simple aim; to connect businesses with the market

insights and analysis they need to enable intelligent decision-making. Since then RESEARCH AND MARKETS have

grown into the world’s largest market research store with clients all over the world, including 450+ of the Fortune 500

Clients, choosing to buy their research from RESEARCH AND MARKETS.
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Buffer

As mentioned above, the Company assumed buffers in range of 8.2% to 9.1% as an

assumption of Sales by the Group to Lepu Medical and its subsidiaries for the determination of the

Caps for each of the three years ending 31 December 2027. Having considered that (i) the

additional buffer was assumed for unforeseeable circumstances, for instance, (a) the unpredictable

increase in actual demand on the estimated amounts of the sales of medical devices transactions for

each of the three years ending 31 December 2027; (b) the unexpected increase material cost of the

sales of medical devices for each of the three years ending 31 December 2027 and (ii) based on our

independent research, there were listed companies on the Stock Exchange which had incorporated

buffer of 10% or around 10% in the proposed annual caps of their continuing connected

transactions, we consider the buffers below 10% to be acceptable.

Having taken into consideration of the above, in particular, (i) Lepu Medical expanded and is

expected to further expand its sales network in the dialysis market in India; and (ii) the prospects of

the dialysis market industry to be positive, (iii) Lepu Medical is expected to develop its business in

sales of Chronic disease-related therapeutic drugs; and (iv) the reasonableness of buffer, we are of

the view that the proposed annual caps under the Renewed Sales of Medical Devices Framework

Agreement are determined based on reasonable estimation and after due and careful consideration

and they are fair and reasonable so far as the Company and the Independent Shareholders are

concerned.

Shareholders should note that as the proposed annual caps are relating to future events and

was estimated based on assumptions which may or may not remain valid for the entire period up to

31 December 2027, and they do not represent forecasts of the medical devices to be provided to

Lepu Medical Group under the Renewed Sales of Medical Devices Framework Agreement.

Consequently, we express no opinion as to how closely the actual medical devices to be provided to

Lepu Medical Group under the Renewed Sales of Medical Devices Framework Agreement will

correspond with the respective proposed annual caps.

Internal Control System for Continuing Connected Transactions

As disclosed in the Board Letter, the Company has established a series of procedures and

internal control measures in order to ensure that the pricing mechanism and terms of the

transactions are fair and reasonable and no less favourable to the Group than the terms available to

or from any independent third party, so as to ensure that they serve the interests of the Company

and its Shareholders as a whole. Such procedures and internal control measures mainly include:

(a) the Company has adopted internal control rules such as connected transaction

management measures;

(b) under the leadership of the Board, the Company has set up a connected transaction

working group. This connected transaction working group is responsible for formulating

and overseeing the internal control systems for the connected transactions, negotiating

and signing various connected transaction agreements, regularly monitoring and
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reviewing the implementation of connected transactions (including but not limited to the

implementation of agreed pricing policies and transaction amounts etc.), regularly

reviewing the Group’s internal control systems for the connected transactions and

offering proposals for modification, organizing the training of connected transactions

across the Group and periodically conducting supervision and inspection of the

connected transactions;

(c) each subsidiary of the Group has established a connected transaction group headed by a

senior manager responsible for finance. Specific personnel in the audit and discipline

supervision department are arranged to be in charge of the pricing of the continuing

connected transactions and required to strictly observe the pricing principles and policies

for the continuing connected transaction disclosed in this circular to set the price for each

transaction;

(d) under the leadership of the connected transaction working group, the Company’s internal

control and risk management departments conduct regular internal assessments on the

internal control measures of the Company on an annual basis, in order to ensure that the

internal control measures in respect of connected transactions remain complete and

effective. Further, the legal departments conduct prudent review of the connected

transaction contracts, the financial departments control pricing of the connected

transactions and the contract implementation departments monitor the transaction

amounts in a timely manner;

(e) the Company implements connected transactions in accordance with the internal control

process, and requires all of the subsidiaries to submit implementation reports of

connected transactions periodically. The Company consolidates, reviews, sums up and

analyses the data, and monitors whether the transaction amounts are within the annual

cap, and recommends improvement measures for any issues identified;

(f) the Board reviews the implementation of the continuing connected transactions on an

annual basis and reviews the financial reports which consist of the implementation of the

continuing connected transactions on a half-yearly basis on matters mainly including:

whether the Company and relevant connected person performed the continuing connected

transaction agreement during the relevant period; whether the actual transaction amount

incurred are within the annual cap as approved at the general meeting or board meeting.

The independent non-executive Directors also make confirmation to the Shareholders on

an annual basis. Such confirmation includes opinions on (i) whether the actual

transaction amount incurred are within the annual cap as approved at the general

meeting or board meeting; (ii) whether the continuing connected transactions are

conducted pursuant to the agreements; and (iii) whether the terms of the continuing

connected transactions are fair and reasonable, on normal commercial terms or better and

in the ordinary and usual course of business of the Group, and in the interests of the

Shareholders of the Company as a whole;
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(g) the audit committee of the Company reviews the annual reports, annual financial reports,

interim reports and the interim financial reports which consist of the implementation of

the continuing connected transactions and opine on the connected transactions during the

relevant periods on matters mainly including the fairness of the connected transactions

and whether the actual transaction amount incurred are within the annual cap; and

(h) the external auditor of the Company conducts year-end review for each financial year,

issues its opinions and letters to the Board in relation to the implementation of the

pricing policies and whether the actual connected transaction amount incurred is within

the annual cap during the preceding year pursuant to the Listing Rules and submits the

same to the Stock Exchange.

We have further reviewed the internal control manual regarding the continuing connected

transactions between the Company and connected parties and as advised by the management of the

Company, we noted that (i) the connected transaction working group of the Company monitors the

cumulative actual transaction amounts against the approved annual caps to ensure the compliance of

the pricing terms and policy; (ii) the Audit Committee and external auditor of the Company will

conduct an annual review of the continuing connected transactions of the Company to assess

whether such transactions have been carried out in accordance with the relevant terms of the

agreement entered into by the Company. As advised by the management of the Company, the

Group will endeavour to carry out adequate supervision over the pricing terms and policy under the

Renewed Sales of Medical Devices Framework Agreements against the relevant Annual Caps, with

a view to ensure that necessary measures and appropriate actions for the compliance with the

applicable requirements will be promptly taken. We have also interviewed the representative of the

connected transaction working group which is set up by the Company and we were advised that the

group is comprised with 3 members, including the vice president of the Company, the Chief

Financial Officer of the Company and the manager of Internal Control of the Company, and all of

them are with financial or legal background. They are well familiar with the internal control

procedure and understand their roles and responsibility. And we also note that each subsidiary of

the Company has established a connected transaction group headed by a senior manager responsible

for finance and all of them are familiar with the internal control procedure and understand their

roles and responsibility.

By considering (i) the continuing connected transaction working group which is set up by the

Company will formulate and oversee the internal control systems for the connected transactions,

negotiate and sign various connected transaction agreements, regularly monitoring and reviewing

the implementation of connected transactions (including but not limited to the implementation of

agreed pricing policies and transaction amounts etc.), to ensure such transactions are conducted on

normal commercial conditions or more favourable terms; (ii) the Company requires all of the

subsidiaries to submit implementation reports of connected transactions periodically and

consolidates, reviews, sums up and analyses the data, and monitors whether the transaction

amounts are within the annual caps, and recommends improvement measures for any issues

identified; and (iii) the Company’s independent non-executive Directors and the Auditor will

conduct an annual review of the status of the transactions contemplated under the Renewed Sales of
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Medical Devices Framework Agreements to ensure that the Company has complied with its internal

approval process, we consider that the internal control of the Company is sufficient in place to

ensure that the pricing of both sales and purchases transaction between the Company and the Lepu

Medical Group would be on normal commercial terms.

In view of the above, we consider that the internal control manual, if implemented effectively

by the Group, are sufficient to safeguard Shareholders’ interest in conducting the Renewed Sales of

Medical Devices Framework Agreements and the continuing connected transactions contemplated

thereunder. Accordingly, we are of the view that the internal control procedures are in place and in

compliance with the internal measures as mentioned above.

RECOMMENDATION

Having considered the above factors and reasons, we are of the opinion that (i) the entering

into of the Renewed Sales of Medical Devices Framework Agreement is in the ordinary and usual

course of business of the Company; (ii) the terms of the Renewed Sales of Medical Devices

Framework Agreement are on normal commercial terms and which, altogether with the Annual

Caps, are fair and reasonable, and the Continuing Connected Transactions are in the interest of the

Company and the Shareholders as a whole.

Accordingly, we recommend the Independent Board Committee to advise the Independent

Shareholders to vote in favor of the resolution to be proposed at the EGM to approve the Renewed

Sales of Medical Devices Framework Agreement and the transactions contemplated thereunder

(including the Annual Caps) and we recommend the Independent Shareholders to vote in favour of

the resolution in this regard.

Yours faithfully,

For and on behalf of

Zero2IPO Capital Limited

Xu Shaobo Fred Bao

Executive Director Senior Manager

Note: Mr. Xu Shaobo is a licensed person registered with the Securities and Futures Commission and a responsible

officer of Zero2IPO Capital Limited to carry out Type 6 (advising on corporate finance) regulated activity under the

SFO. He has over 8 years of experience in investment banking industry.

Mr. Bao is a licensed person registered with the Securities and Futures Commission and a responsible officer of

Zero2IPO Capital Limited to carry out Type 6 (advising on corporate finance) regulated activity under the SFO. He

has over 5 years of experience in investment banking industry.
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1. RESPONSIBILITY STATEMENT

This circular, for which the Directors collectively and individually accept full responsibility,

includes particulars given in compliance with the Listing Rules for the purpose of giving

information with regard to the Group. The Directors, having made all reasonable enquiries, confirm

that to the best of their knowledge and belief the information contained in this circular is accurate

and complete in all material respects and not misleading or deceptive, and there are no other

matters the omission of which would make any statement herein or this circular misleading.

2. DISCLOSURE OF INTERESTS

Interests of Directors and Chief Executive in Securities

As at the Latest Practicable Date, the interests or short positions of the Directors and

chief executive of the Company in the shares, underlying shares and debentures of the

Company and its associated corporations (within the meaning of Part XV of the SFO), which

(a) were 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 he/she was taken

or deemed to have under such provisions of the SFO); or (b) were required, pursuant to

section 352 of the SFO, to be recorded in the register referred to therein; or (c) were required

to be notified to the Company and the Stock Exchange pursuant to the Model Code for

Securities Transactions by Directors of Listed Issuers (the ‘‘Model Code’’) set out in

Appendix C3 to the Listing Rules, were as follows:

(A) Long position in the Shares

Name of Director Capacity

Number of

Shares interested

Approximate

percentage of

the Company’s

issued share capital

Mr. JIANG Liwei Beneficial owner 2,638,714 0.17%

Mr. LIN Junshan Beneficial owner 1,673,427 0.11%

Mr. CHEN Geng Beneficial owner 636,943 0.04%

The percentage represents the number of ordinary Shares/underlying Shares interested

divided by the number of the Company’s issued Shares as at the Latest Practicable Date.

Save as disclosed above, to the best knowledge of the Directors, as at the Latest

Practicable Date, none of the Directors or the chief executive of the Company has any

interests and/or short positions in the shares, underlying shares or debentures of the Company

or its associated corporations (within the meaning of Part XV of the SFO) which were

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 he/she was taken or
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deemed to have under such provisions of the SFO) or which were required, pursuant to section

352 of the SFO, to be entered in the register referred to therein or which were required,

pursuant to the Model Code, to be notified to the Company and the Stock Exchange.

Directors’ Positions in the Substantial Shareholders

As at the Latest Practicable Date, the following persons (other than Directors and chief

executives of the Company) had, or were deemed or taken to have an interest or short position

in the Shares and underlying Shares of the Company, which are required to be notified to the

Company and the Stock Exchange pursuant to the provisions of Divisions 2 and 3 of Part XV

of the SFO, as recorded in the register required to be kept by the Company pursuant to

Section 336 of the SFO:

Name of shareholder Capacity

Number of

ordinary

Shares

interested

Approximate

percentage of the

Company’s issued

share capital

Cross Mark Limited Beneficial owner 608,356,863 39.68%

Ms. Yufeng LIU Interest of a controlled

corporation

608,356,863 39.68%

Mr. ZHANG Zaixian Interest of spouse 608,356,863 39.68%

Right Faith Holdings

Limited

Beneficial owner 393,385,962 25.66%

Mr. Marc CHAN Interest of controlled

corporations

408,385,962 26.64%

Notes:

(1) The entire issued share capital of Cross Mark Limited is legally and beneficially owned by Ms. Yufeng

LIU. Under the SFO, Ms. Yufeng LIU is deemed to be interested in the same number of Shares in

which Cross Mark Limited is interested.

(2) Mr. ZHANG Zaixian is the spouse of Ms. Yufeng LIU. Under the SFO, Mr. ZHANG Zaixian is deemed

to be interested in the same number of Shares in which Ms. Yufeng LIU is interested.

(3) Cross Mark Limited controls one-third or more of the voting power at general meetings of the

Company. Hence, it is taken to have an interest in 33,295,000 treasury shares of the Company

following the repurchase of shares by the Company on the open market pursuant to the repurchase

mandate.

+ The percentage represents the number of ordinary Shares interested divided by the number of the

Company’s issued Shares as at the Latest Practicable Date.
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As of the Latest Practicable Date, none of the Directors or proposed Director was a

director or employee of a company which had an interest or short position in the Shares and

underlying Shares of the Company which would fall to be disclosed to the Company and the

Stock Exchange under the provisions of Divisions 2 and 3 of Part XV of the SFO.

Interests of Directors in the Group’s Assets or Contracts or Arrangements Significant to

the Group

As at the Latest Practicable Date, to the best knowledge of the Directors, none of the

Directors had any interest in any asset which have been, since December 31, 2023 (being the

date to which the latest published audited accounts of the Company were made up), acquired

or disposed of by or leased to any member of the Group, or are proposed to be acquired or

disposed of by or leased to any member of the Group.

As at the Latest Practicable Date, to the best knowledge of the Directors, save for the

Renewed Sales of Medical Devices Framework Agreement, none of the Directors was

materially interested in any contract or arrangement subsisting at the Latest Practicable Date

and which is significant in relation to the businesses of the Group.

3. SERVICE CONTRACTS

As at the Latest Practicable Date, there was no existing or proposed service contract,

excluding contract expiring or determinable by the Group within one year without payment of

compensation (other than statutory compensation) between any of the Directors of the Company

and any member of the Group.

4. COMPETING INTERESTS

As at the Latest Practicable Date, none of the Directors or, so far as is known to them, any of

their respective close associates was interested in any business (apart from the Group’s businesses)

which competes or is likely to compete, either directly, or indirectly with the Group’s businesses (as

would be required to be disclosed under Rule 8.10 of the Listing Rules as if each of them was a

controlling shareholder).

5. MATERIAL ADVERSE CHANGES

The Directors confirm that there was no material adverse change in the financial or trading

position of the Group since December 31, 2023 (being the date to which the latest published

audited accounts of the Company were made up).

6. RECENT DEVELOPMENT

References are made to the announcements of the Company dated May 20, 2024, July 2, 2024

and October 2, 2024 in relation to the Proposed Spin-off of Sichuan Ruijian Medical. As disclosed

in the Announcements, the Company has submitted an application in relation to the Proposed Spin-

off to the Stock Exchange for approval pursuant to PN15 of the Listing Rules, and the Stock
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Exchange has confirmed that the Company may proceed with the Proposed Spin-off under PN15 of

the Listing Rules. Further, the Company has also applied for, and the Stock Exchange has granted,

a waiver from compliance with the assured entitlement requirement under Paragraph 3(f) of Practice

Note 15 of the Listing Rules. As of the date of this circular, the NEEQS Quotation was approved

by the NEEQ Co., Ltd.. As part of the Proposed Spin-off, Sichuan Ruijian Medical, subject to the

then market conditions and its strategic development needs, may proceed the Subsequent Listing

after the NEEQS Quotation. It is intended that Sichuan Ruijian Medical will remain as a subsidiary

of the Company upon completion of the Subsequent Listing subject to the Company and its

auditor’s assessment under HKFRS. It is intended that the results of the Sichuan Ruijian Medical

Group will continue to be consolidated by the Company. The Subsequent Listing, if materialized,

may constitute a deemed disposal and a notifiable transaction of the Company under Chapter 14 of

the Listing Rules. The Company will comply with the relevant announcement and/or Shareholders’

approval requirements (if applicable) where appropriate. Further announcement(s) will be made by

the Company in accordance with the Listing Rules as and when appropriate.

7. LITIGATION

As of the Latest Practicable Date, none of the members of the Group were engaged in any

litigation or arbitration or claim of material importance affecting its business operation, and the

Directors were not aware of any litigation or arbitration or claim of material importance affecting

its business operation which was pending or threatened by or against any member of the Group.

8. MATERIAL CONTRACTS

The following contracts have been entered into by the Group (not being contracts entered into

in the ordinary course of business) within the two years preceding the date of this circular:

(i) the investment agreement dated December 22, 2023 entered into among Shenzhen

Venture Capital Manufacturing Transformation and Upgrading New Materials Fund

(Limited Partnership) (深創投製造業轉型升級新材料基金(有限合夥)) (the ‘‘Investor’’),

Medcore Investment, the original minority shareholders of Sichuan Ruijian Medical

(including Lepu Medical, Ningbo Yihui Investment Management Center (Limited

Partnership) (寧波醫惠投資管理中心(有限合夥)) (‘‘Ningbo Yihui’’), Shanghai Junwei

Investment Management Center (Limited Partnership) (上海鈞衛投資管理中心(有限合

夥)), Rizhao Chengrui Corporate Management Partnership (Limited Partnership) (日照成

睿企業管理合夥企業(有限合夥)), Tianjin Tongchen Medical Technology Partnership

(Limited Partnership) (天津同辰醫療科技合夥企業(有限合夥)), Ningbo Zhengyao

Investment Management Center (Limited Partnership) (寧波正垚投資管理中心(有限合

夥)) (‘‘Ningbo Zhengyao’’) and Wang Tao (王滔)) and Sichuan Ruijian Medical,

pursuant to which the Investor agreed to purchase, and Ningbo Yihui, one of the original

minority shareholders of Sichuan Ruijian Medical, agreed to sell 15,712,308 shares of

Sichuan Ruijian Medical at a consideration of RMB140 million, and (2) the Investor

agreed to subscribe for, and Sichuan Ruijian Medical agreed to issue 15,130,370 new

shares at a consideration of RMB140 million;

APPENDIX I GENERAL INFORMATION

– 40 –



(ii) the acting-in-concert agreement dated December 22, 2023 entered into by Medcore

Investment and Ningbo Zhengyao, pursuant to which Medcore Investment and Ningbo

Zhengyao agreed to exercise their voting rights unanimously in respect of their respective

equity interest in Sichuan Ruijian Medical at all shareholders’ meetings of Sichuan

Ruijian Medical;

(iii) the supplemental agreement dated June 14, 2024 entered by Medcore Investment,

pursuant to which Medcore Investment agreed to terminate the Special Rights (as defined

below) with effect from the date on which the application for the NEEQS Quotation is

accepted. As disclosed in the circular of the Company dated December 31, 2021,

Medcore Investment is entitled to enjoy the special rights, including pre-emptive rights,

right to transfer of equity interest in Sichuan Ruijian Medical, restriction on the transfer

of equity interest in Sichuan Ruijian Medical by the vendors, right of first refusal,

liquidation preference and drag-along rights (the ‘‘Special Rights’’);

(iv) the supplemental loan agreement dated May 31, 2024 entered into between Zhangjiagang

Hua An Investment Co., Ltd. (張家港華安投資有限公司) and PW Medtech (Beijing)

Limited (普華和順(北京)醫療科技有限公司), an indirectly wholly-owned subsidiary of

the Company, in relation to the extension of the maturity date of the loan in the principal

amount of RMB120 million under the loan agreement dated September 5, 2023;

(v) the loan agreement dated September 5, 2023 entered into between Zhangjiagang Hua An

Investment Co., Ltd. (張家港華安投資有限公司) and PW Medtech (Beijing) Limited (普

華和順(北京)醫療科技有限公司), an indirectly wholly-owned subsidiary of the

Company, in relation to the provision of the loan in the principal amount of RMB120

million to Zhangjiagang Hua An Investment Co., Ltd. (張家港華安投資有限公司); and

(vi) the loan agreement dated 20 April 2023 entered into between Beijing Tianxia Pule

Medical Investment Co., Ltd.* (北京天下普樂醫療投資有限公司) and Beijing Fert

Technology Co., Ltd.* (北京伏爾特技術有限公司), an indirectly wholly-owned

subsidiary of the Company, in relation to the provision of the loan the principal amount

of RMB180 million to Beijing Tianxia Pule Medical Investment Co., Ltd.* (北京天下普

樂醫療投資有限公司).
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9. EXPERTS

(a) The following are the qualifications of the expert who has given opinion or advice

contained in this circular:

Name Qualification

Zero2IPO Capital Limited a corporation licensed to carry out Type 6 (advising on

corporate finance) regulated activities under the SFO

(b) Zero2IPO Capital Limited has given and has not withdrawn its written consent to the

issue of this circular, with inclusion of its report and/or letter and references to its name

in the form and context in which it appears.

(c) As at the Latest Practicable Date, Zero2IPO Capital Limited did not have any

shareholding in any member of the Group or any right (whether legally enforceable or

not) to subscribe for or to nominate persons to subscribe for securities in any member of

the Group.

(d) As at the Latest Practicable Date, Zero2IPO Capital Limited had no interest in any asset

which have been since December 31, 2023 (being the date to which the latest published

audited accounts of the Company were made up) acquired or disposed of by, or leased

to, or are proposed to be acquired or disposed of by, or leased to, any member of the

Group.

10. MISCELLANEOUS

(a) The secretary of the Company is Ms. SO Ka Man, a Chartered Secretary and a fellow of

both The Hong Kong Chartered Governance Institute and The Chartered Governance

Institute.

(b) The registered office of the Company is situated at The Grand Pavilion Commercial

Centre, Oleander Way, 802 West Bay Road, P.O. Box 32052, Grand Cayman KY1-1208,

Cayman Islands.

(c) The principal place of business in Hong Kong of the Company is situated at 5/F,

Manulife Place, 348 Kwun Tong Road, Kowloon, Hong Kong.

(d) The Hong Kong branch share registrar and transfer office of the Company is Tricor

Investor Services Limited which is situated at 17/F, Far East Finance Centre, 16 Harcourt

Road, Hong Kong.

Save as otherwise stipulated in this circular, in the event of any inconsistency between the

English version and the Chinese version, the English version shall prevail.
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11. DOCUMENTS ON DISPLAY

The following documents are published on the respective websites of Company

(www.pwmedtech.com) and the Stock Exchange (www.hkexnews.hk) from the date of this circular

up to 14 days thereafter:

(i) the Renewed Sales of Medical Devices Framework Agreement;

(ii) the letter from the Board, the text of which is set out in this circular;

(iii) the letter of recommendation from the Independent Board Committee, the text of which

is set out in this circular;

(iv) the letter from the Independent Financial Adviser, the text of which is set out in this

circular;

(v) the written consent of the expert referred to in the paragraph headed ‘‘Expert’’ in this

appendix; and

(vi) this circular.
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PW MEDTECH GROUP LIMITED
普 華 和 順 集 團 公 司

(Incorporated in the Cayman Islands with limited liability)

(Stock Code: 1358)

NOTICE IS HEREBY GIVEN that an extraordinary general meeting (the ‘‘EGM’’) of PW

Medtech Group Limited (the ‘‘Company’’, together with its subsidiaries, the ‘‘Group’’) will be

held at 10:30 a.m. on Thursday, December 12, 2024 at Building 1, No. 23 Panlong West Road,

Pinggu District, Beijing, the People’s Republic of China for the purposes of considering and, if

thought fit, passing the following resolution:

ORDINARY RESOLUTION

1. ‘‘THAT

(a) the renewed sales of medical devices framework agreement dated October 18, 2024

(the ‘‘Renewed Sales of Medical Devices Framework Agreement’’) entered into

between the Company and Lepu Medical Technology (Beijing) Co., Ltd. (樂普(北

京)醫療器械股份有限公司) (‘‘Lepu Medical’’, together with its subsidiaries, the

‘‘Lepu Medical Group’’) for the sales of medical devices from the Group to the

Lepu Medical Group, and the transactions contemplated thereunder, be and are

hereby confirmed, approved and ratified;

(b) the estimated maximum values of for the total amount payable by Lepu Medical

Group to the Group under the Renewed Sales of Medical Devices Framework

Agreement for each of the three years ending December 31, 2025, 2026 and 2027

(the ‘‘Annual Caps’’) be and are hereby approved and confirmed; and

(c) any director of the Company be and is hereby authorized on behalf of the Company

to do all such acts and sign, execute, seal (where required) and deliver the Renewed

Sales of Medical Devices Framework Agreement and all such other documents and

to take all such steps as the directors of the Company in their discretion may

consider necessary, appropriate, desirable or expedient for the purposes of giving

effect to or in connection with the Renewed Sales of Medical Devices Framework

Agreement and the transactions contemplated thereunder, and the Annual Caps.’’

Your faithfully,

By order of the Board

PW Medtech Group Limited

普華和順集團公司

Yue’e Zhang

Chairman & Chief Executive Officer

Hong Kong, November 20, 2024

NOTICE OF EGM
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Notes:

1. Any member of the Company entitled to attend and vote at the EGM (or any adjournment thereof) is entitled

to appoint a proxy to attend and vote instead of him/her/it. A proxy need not be a member of the Company. A

member who is the holder of two or more shares of the Company may appoint more than one proxy to

represent him/her/it to attend and vote on his/her/its behalf. If more than one proxy is so appointed, the

appointment shall specify the number and class of shares in respect of which each such proxy is so appointed.

2. In order to be valid, a form of proxy together with the power of attorney or other authority, if any, under

which it is signed or a notarially certified copy of that power or authority, must be deposited at 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 as soon as possible but in any event not less than 48 hours before the

time appointed for the holding of the EGM (i.e. not later than 10:30 a.m. (Hong Kong time) on Tuesday,

December 10, 2024) or any adjournment thereof (as the case may be). Delivery of the form of proxy shall not

preclude a member of the Company from attending and voting in person at the EGM and, in such event, the

form of proxy shall be deemed to be revoked.

3. To ascertain shareholders’ eligibility to attend and vote at the EGM, the register of members of the Company

will be closed from Monday, December 9, 2024 to Thursday, December 12, 2024 (both days inclusive),

during which period no share transfer will be effected. In order to qualify for attending and voting at the

EGM, unregistered holders of shares of the Company should ensure that all completed transfer forms

accompanied by the relevant share certificates are lodged with the Company’s branch share registrar in Hong

Kong, Tricor Investor Services Limited (at its address shown in Note 2 above) for registration no later than

4:30 p.m. (Hong Kong time), on Friday, December 6, 2024.

4. References to time and dates in this notice are to Hong Kong time and dates.

As at the date of this notice, the Board comprises one executive Director, namely, Ms. Yue’e Zhang; two non-

executive Directors, namely, Mr. Jiang Liwei and Mr. Lin Junshan; and three independent non-executive Directors,

namely, Mr. Wang Xiaogang, Mr. Chen Geng and Ms. Wang Fengli.

NOTICE OF EGM
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