TIANJIN ZHONG XIN PHARMACEUTICAL GROUP CORPORATION LIMITED
(Company Registration No.: 91120000103100784F)
(Incorporated in the People’s Republic of China)

ANNOUNCEMENT ON CONTINUOUS RISK ASSESSMENT REPORT OF TIANJIN
PHARMACEUTICAL GROUP FINANCE CO., LTD. (RIEEEHERMFZHRA )

The board of directors (the “Board”) and every individual director of Tianjin Zhong Xin
Pharmaceutical Group Corporation Limited (the “Company”) hereby confirm that they will
individually and collectively accept full responsibility for the accuracy of the information given
in this announcement, and confirm, having made all reasonable enquiries, that to the best of
their knowledge and belief, the facts stated in this announcement are fair and accurate in all
material respects as at the date of this announcement, and that there are no material facts the
omission of which would make any statement in this announcement misleading.

The Board wishes to inform the shareholders of the Company that, the Shanghai Stock Exchange (the
“SSE”) has in 2022 imposed new requirements on the companies listed on the SSE whereby a listed
company which has entered into transaction(s) with its related finance company(ies) is required to issue
a continuous risk assessment report on such finance company(ies)every six (6) months and announce
the continuous risk assessment report.

In 2020, the Company entered into a financial service agreement with Tianjin Pharmaceutical Group
Finance Co., Ltd. (RFEEZHER 5B RAF) (“TPGF”) for the provision by TPGF to the Company of
certain financial services, including settlement and intermediary business services, deposit business
services and credit business services (such as providing loans to the Company) for a period of three
(3) years from 1 July 2020 to 30 June 2023 (the “2020 TPGF Agreement”). Please refer to the annexure
dated 21 May 2020 to the notice of annual general meeting set out in the annual report of the Company
for the financial year ended 31 December 2019 for further details in relation to the 2020 TPGF
Agreement.

As at the date of this announcement, TPGF is a subsidiary of Tianjin Pharmaceutical Holdings Co., Ltd.
(KT EZEFAAR ), the controlling shareholder of the Company, and is therefore a related
finance company. Thus, In accordance with the Guidelines No. 5 for Self-regulation of Listed
Companies on the Shanghai Stock Exchange — Transactions and Related Party Transactions ( (_/:/4
UFZR3ES P LT 25 F] 1R B 15 71 55 57— 455 KX 47) ) issued by the SSE on 7 January 2022
which came into force on the date of issuance, the Company has assessed the operating qualifications,
business and risk conditions of TPGF (the “Risk Assessment”) via inspection of various documents
and information of TPGF including TPGF’s business license and finance license, and review of TPGF’s
periodic financial statements including its balance sheet, income statement and cash flow statement.
Please refer to Appendix A to this announcement for further details in relation to the results of the Risk
Assessment.

BY ORDER OF THE BOARD

Jiao Yan
Secretary to the Board of Directors

30 March 2022



APPENDIX A

CONTINUOUS RISK ASSESSMENT REPORT OF TIANJIN PHARMACEUTICAL GROUP
FINANCE CO., LTD.

RTRREBELER NG FHRA T KRB RFEPARE

In accordance with the Guidelines No. 5 for Self-regulation of Listed Companies on the Shanghai Stock
Exchange — Transactions and Related Party Transactions ( (_£A4F 2555 5 P L ili 4 7] B &5 5]
HS H—X 55K S) ) issued by the Shanghai Stock Exchange (the “SSE”) on 7 January 2022
which came into force on the date of issuance, Tianjin Zhong Xin Pharmaceutical Group Corporation
Limited (the “Company”) has assessed the operating qualifications, business and risk conditions of
TPGF (the “Risk Assessment”) via inspection of various documents and information of Tianjin
Pharmaceutical Group Finance Co., Ltd. (K& EZER M %A R AF) (“TPGF”) including TPGF’s
business license and finance license and review of TPGF’s periodic financial statements including its
balance sheet, income statement and cash flow statement. The details of the results of the Risk
Assessment are set out below.

K g R B AR 27 (IR A" ) #Z8 (CREERZ 5 P B~ w] B EE RS2
5 5—R5HERHKZS) MEXR, BEERREERGEAMSHRAF (BLURRK “WMFAR" ) K
CEDEARD) « CEREVFRTIE) SFIEPEBERE, JF# AT 6ER . MR DR E A 1Y
S E E W S5 4Rty W HAE BT NS AREPROUEEAT 1 PP, BUR B AR DR S a0

1. INFORMATION ON TPGF
— REEHEAMFHRA A EAREIL

Upon approval by the China Banking and Insurance Regulatory Commission (7 4R 4T {5 [ W B &
i 71 4%) (the “CBIRC”), TPGF was incorporated on 14 September 2016 with a registered capital
of RMB500 million jointly contributed by (i) Tianjin Pharmaceutical Holdings Co., Ltd. (K%
EHHERAT) (“TPH”), (i) the Company, (iii) Tianjin Lisheng Pharmaceutical Co., Ltd. (Kt /7441
2R A FR 22 /1), (iv) Tianjin Yaoye Group Co., Ltd. (REZ5&E A IR /A 7)) and (v) Tianjin Jin Yi
Investment Guarantee Co., Ltd. (R 4w & % HH R B 571E A 7). Further details of TPGF are set
out below.
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Name of company :  Tianjin Pharmaceutical Group Finance Co., Ltd. (K #£E 4]
AL} 0 S5 PR A A

Registered address : 3-2-501/502, 3-3-501 Ronghe Square, No. 168 Fourth West
VA sk Road, Tianjin Pilot Free-Trade Zone (Airport Economic Area)

(REHARKX (ZHBALFX) 76 iE168 5 f fl) 1% 3-2-
501/502; 3-3-501)

Legal representative :  ZHAO Wei (X))
HEEREN
Institution number of : L0248H212000001

finance license
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2.

Uniform social credit : 91120118MAO5LOR67F
number

g — a5 FA

Business scope : Includes providing financing consulting, credit authentication,
WA 4%\ W) 4478 36 and related consulting services to TPH as well as its

subsidiaries and associated company (the “TPH Group”),
assisting the members of the TPH Group to fulfill the collection
and payment of money for transactions, providing approved
insurance agency services, providing guarantees to the
members of the TPH Group, handling entrusted loans and
entrusted investments between the members of the TPH
Group, handling the settlement of bills for the members of the
TPH Group, handling internal transfer settlement between the
members of the TPH Group and designing programs for internal
settlement and clearance, absorbing deposits from the
members of the TPH Group, granting loans to and handling
financial lease for the members of the TPH Group, engaging in
inter-bank borrowings and investing in fixed income securities,
and other businesses as approved by the CBIRC
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INFORMATION ON TPGF’S RISK MANAGEMENT
= 554 R E B BRI

1)

Governance structure

(—) EhlH5E

In accordance with the provisions of the Company Law of the People’s Republic of China
( (P EEN FRILFIE 2 717%) ) (the “PRC Company Law”) and its articles of association, TPGF
has in place a governance structure comprising (i) the shareholders (acting in a shareholders’
meeting), (ii) the board of directors, (iii) the board of supervisors and (iv) the management.
The responsibilities of each governance body are clearly defined and are in line with the
principles of independent operation and ensuring an effective check and balance. It also
specifies the responsibilities of the board of directors, directors, supervisors and senior
management in respect of internal control. The shareholders (acting in a shareholders'
meeting) is the highest decision-making authority of TPGF. The board of directors shall decide
on major matters of TPGF and shall be responsible to the shareholders, while the
management team under the leadership of the general manager shall be responsible for the
day-to-day operations of TPGF. TPGF has a sound governance structure, standardised
management and operations, and has established an organisational structure with reasonable
work division, well-defined responsibilities and clear reporting chains, which provides the
necessary prerequisite for the effectiveness of risk management.
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The organizational structure of TPGF is as follows:
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(2) Risk identification and assessment

(2) R IR 5 PG

TPGF has set up an independent risk management department and an audit department,
which, together with the front-line business department, forms the three defense lines (the
“Three Departments”) of effective risk management to carry out comprehensive risk
management as well as supervision and audit of TPGF’s business activities. The Three
Departments identify and assess relevant risks within the scope of their respective
responsibilities, and formulate corresponding risk control systems, operational procedures
and risk response measures based on their assessment results and business characteristics
in accordance with the “Measures for Comprehensive Risk Management of Tianjin
Pharmaceuticals Group Finance Co., Ltd.” ( (Kt [ 2542 1 45 15 BR /A &) 4 T XU B 7
i) ) formulated by TPGF. Each of the aforesaid three departments has separate
responsibilities which restrict and supervise each other, so as to jointly build risk identification
and assessment capabilities, and predict, assess and control risks.
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(3) Risk control
(Z) #=HIES)

(@) Settlement business
18550 %

TPGF has formulated an “Administrative Measures for Settlement Business of Tianjin
Pharmaceuticals Group Finance Co., Ltd.” ( { K= 2548 [F 456 BR A 7] 45 5k 45 B
JpvE) ) and its related operational procedures, and implemented various internal control
measures by following the principles of unified management, hierarchical authorisation,
clear rights and responsibilities, and strict supervision and administration, so as to ensure
that personnel responsible for the settlement business will carry out the settlement
business strictly according to operational procedures and be prohibited from operating
beyond their authority and posts, thus safeguarding the safe development of the
settlement business and the safety of the settlement funds.
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Meanwhile, TPGF strictly follows the principles of equality, voluntariness, fairness and
good faith in handling the deposit business for the members of the TPH Group. TPGF
has carried out the deposit business in accordance with the relevant regulatory
requirements of the CBIRC and the People's Bank of China, so as to fully ensure the
safety of funds of the members of the TPH Group and safeguard the legitimate rights and
interests of all parties concerned.
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(b) Credit management
2 EREHE

The internal control of TPGF’s credit business focuses on preventing and controlling
credit risk, enhancing the quality of credit assets, and optimising the structure of credit
assets. For each credit business, TPGF has formulated specific management measures
and operational procedures. When carrying out the credit business, TPGF determines
the credit line to be granted to any member of the TPH Group based on such member’s
deposit balance and financing needs, taking into account TPGF’s financial status
pursuant to the requirements of credit management, and releases funds within the
determined credit line. As such, the risks are strictly controlled so that the credit business
can be carried out in a well-planned and balanced matter. At the same time, TPGF has
adopted a system of pre-loan investigation, mid-loan examination and post-loan
inspection, so as to strictly control the risks of its credit business.
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(c) Information system

3.5 B ARG

TPGF has adopted the strategy of "overall planning and step-by-step implementation” in
the construction of its information system and established core business sectors
including online financial services, credit management, capital management, investment
management, financial management and regulatory reporting. From fund settlement and
credit management to notes management, from bank-enterprise direct connection to the
interface with the TPH Group’s financial system and other business systems, and from
financial statements to fund monitoring, it has met the requirements for centralised fund
management, and achieved the centralisation and sharing of information between the
comprehensive business processing of the core business system and other systems.
Further, the information system will be continuously improved and expanded according
to the new demand and new business. TPGF has also embedded the key points of
internal control and relevant laws and regulations into the information system, and has
effectively achieved effective monitoring, early warning and approval tracing.
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To ensure the security, stability and continuous operation of the core business system,
TPGF has implemented the following measures: (i) formulated a series of information
security management systems in terms of computer room security, hardware security
and information security; (ii) full-time personnel have been assigned to conduct routine
inspections of the computer room environment, servers and network equipment every
working day, and the key data is backed up every day; and (iiij) encryption keys or
passwords are required to log on to TPGF’s system and system administrators are
responsible for giving out access to the encryption keys or passwords; the encryption
keys or passwords are exclusively used by designated persons who are responsible for
keeping such encryption keys or passwords safe, and sharing of encryption keys or
passwords with other persons is strictly prohibited. In addition, TPGF has also formulated
an emergency response plan for the information system. Once an event which affects
the safe operation of the business system occurs, an emergency plan with different
handling procedures will be activated according to the type and level of the emergency
to ensure that the business will not be affected.
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(d) Audit supervision

4 FER B

TPGF has set up an independent audit department to audit and inspect its business
activities and business operations. TPGF’s audit department shall be responsible for the
following: (i) to formulate and implement various audit work plans according to the audit
requirements of the regulatory authorities and taking into account TPGF’s operation and
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management needs; (ii) to audit and check the legality and compliance of all business
activities, and correct errors and prevent fraud in a timely manner; (iii) to carry out
assessment on TPGF’s systems on a randomised basis, as well as to examine, supervise
and evaluate the soundness and effectiveness of TPGF’s internal controls in order to
strengthen the sound and effective implementation of TPGF’s internal controls; (iv) to
organise special business audits in accordance with the annual audit plan and business
development situation. TPGF’s audit department shall prepare management proposals
or reports on the identified weaknesses and imperfections of internal control and risks
arising therefrom, report the same to the management in a timely manner and conduct
tracking and supervision on an ongoing basis, so as to ensure the effective rectification
of identified issues and that TPGF’s business operations are in compliance with
applicable laws and regulations.

W4 55 o w) AR BT T RE AL S, W B RSN ST B AR AT A R i FE IR RS . IR A I
DUk 2R, e ARKEEHGEE, H17IFHI & I THEZ TR X%
T 5515 B G E A VR BEA T REAZ A &, S 2 RSB e 02 W i FE AT AN g 12 e
XF AR A AR AT R B PP, SR A R A S 4 e AN
RAMAT s 1M B T RIANE 5T RIS B8, HEUT RS B ol 1t 8 iH AL R &
AR EESS AT . B BN TE 3 AR T B S B KRS, TR R B I e R, &
I ) RV, FRER IR T, W OR R R R L S R, ORI A RS RLIEAT .

3. Business management and risk management of TPGF

=\ MFAREEEERNGEEFI

(1) Business conditions

() &EBR

At present, TPGF has carried out various types of business including deposit business, credit
business, settlement of bills business, settlement business, inter-bank borrowings business
and intermediary business. As at 31 December 2021, TPGF had total assets of
RMB2,270,071,200, total liabilities of RMB1,699,368,300, total owner's equity of
RMB570,702,900, and an asset-liability ratio of 74.86%. In 2021, TPGF achieved an operating
income of RMB46,064,900, total profits of RMB30,529,900 and net profits of RMB23,039,900.
HATW % AR CIFR TR D8R, . 855, Db R bl 5% & Fh 20l 55 . #2021 4F
12 3 31 H, M5AR 5™ H41 227,007.12 /i7t, T4 169,936.83 5T, i HLa L
# 57,070.29 Jijt, WrEHURE 74.86%, 2021 FIIENIN 4,606.49 JiuG, FliE
3,052.99 Jijt, #4)iH 2,303.99 JiC.

(2) Risk management

(o) BEER

Since its incorporation, TPGF has adhered to the principle of stable operation, standardised
its business operations and strengthened its internal controls in accordance with applicable
laws and regulations of the People’s Republic of China including the PRC Company Law, the
Accounting Standards for Enterprises ( (£ i/ #/) ), and the Measures for the
Administration of the Finance Companies of Enterprise Groups ( (722411 5 2\ 7] £ 77
%)) (the “Administration Measures”), as well as TPGF’s articles of association. Based on
the Company’s understanding of and evaluation of the risk management of TPGF, as at 31
December 2021, no major defect has been identified in the risk control system in relation to
the financial statements concerning the fund, credit, audit and information management.
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(3) Regulatory indicators
() BEER

According to the Administration Measures, as at 31 December 2021, all regulatory indicators
of TPGF are within a reasonable range, and there is no major risk.
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(4) Deposits and loan

(M) ARFSIE D

As at 31 December 2021, the Company's deposit balance with TPGF was approximately
RMB591,614,700, and the Company’s loan balance with TPGF was RMB30 million. The
safety and liquidity of the Company's deposits with TPGF are good, and there had been no
delay in payments by TPGF due to the insufficient cash position of TPGF.
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4. Opinions on risk assessment

O R PF AL

The Company believes that (i) TPGF has a legitimate and valid Business License and Finance
License; (ii) TPGF has established a relatively complete and reasonable internal control system
which is capable of controlling risks and all indicators meet the regulatory requirements; (iii) since
its incorporation, TPGF has been operating according to the Administration Measures, and no major
defect in the risk management of TPGF has been identified; and (iv) the risks associated with the
provision by TPGF to the Company of certain financial services including settlement and
intermediary business services, deposit business services and credit business services (such as
providing loans to the Company) are controllable.
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