Hong Kong Exchanges and Clearing Limited and The Stock Exchange of Hong Kong Limited take no responsibility for the
contents of this announcement, make no representation as to its accuracy or completeness and expressly disclaim any
liability whatsoever for any loss howsoever arising from or in reliance upon the whole or any part of the contents of this

announcement.
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AND RESUMPTION OF TRADING

ANNUAL RESULTS ANNOUNCEMENT FOR THE YEAR ENDED 31 DECEMBER 2022

The board (the “Board” ) of directors (the “Directors” ) of China Health Group Inc. (the “Company”)
is pleased to announce the audited consolidated financial results of the Company and its subsidiaries for
the year ended 31 December 2022. This announcement, which contains the full text of the 2022 annual
report of the Company ( “2022 Annual Report” ), complies with the relevant requirements of the Rules
Governing the Listing of Securities on GEM of The Stock Exchange of Hong Kong Limited (the “GEM
Listing Rules” ) in relation to information of the preliminary announcement of annual results.

RESUMPTION OF TRADING

Trading in the shares of the Company on the Stock Exchange has been suspended at the request of the
Company since 9:00 a.m. on 3 April 2023. An application has been made by the Company to the Stock
Exchange for trading in the shares of the Company to resume from 9:00 a.m. on 17 April 2023.

By order of the Board
China Health Group Inc.
William Xia GUO
Chairman

Hong Kong, 14 April, 2023

As at the date of this supplemental announcement, the Board comprises two executive Directors, being Mr. GUO Xia and



Dr. SONG Xuemei, one non-executive Director, being Ms. ZHANG Li; and four independent non-executive Directors, being
Mr. QIU Rui, Dr. NI Binhui ,Mr. ZHEN Ling and Mr.GUO Tong.

This announcement, for which the directors of the Company collectively and individually accept full responsibility, includes
particulars given in compliance with the Rules Governing the Listing of Securities on the GEM of The Stock Exchange of
Hong Kong Limited for the purpose of giving information with regard to the Company. The directors, having made all
reasonable enquiries, confirm that to the best of their knowledge and belief the information contained in this announcement
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 announcement misleading.

This announcement will remain on the GEM website with the domain name of www.hkgem.com on the “Latest Company

Announcements” page for at least 7 days from the date of its posting and on the Company’s website at www.chgi.net.
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CHARACTERISTICS OF GEM OF THE STOCK EXCHANGE OF HONG KONG LIMITED
(THE “STOCK EXCHANGE”)

GEM has been positioned as a market designed to accommodate small and mid-sized companies to which a higher
investment risk may be attached than other companies listed on the Stock Exchange. Prospective investors should be aware
of the potential risks of investing in such companies and should make the decision to invest only after due and careful
consideration.

Given that the companies listed on GEM are generally small and mid-sized companies, there is a risk that securities traded
on GEM may be more susceptible to high market volatility than securities traded on the Main Board and no assurance is
given that there will be a liquid market in the securities traded on GEM.

Hong Kong Exchanges and Clearing Limited and the Stock Exchange take no responsibility for the contents of this report, make no
representation as to its accuracy or completeness and expressly disclaim any liability whatsoever for any loss howsoever arising

from or in reliance upon the whole or any part of the contents of this report.

This report for which the directors (the “Directors” ) of China Health Group Inc. (the “Company” and together with its subsidiaries,

e “Group”) collectively and individually accept full responsibility, includes particulars given in compliance with the Rules
Governing the Listing of Securities on the GEM of the Stock Exchange (the “GEM Listing Rules”) for the purpose of giving
information with regard to China Health Group Inc. The Directors, having made all reasonable enquires, confirm that, to the best
of their knowledge and belief: (1) the information contained in this report is accurate and complete in all material respects and not
misleading or deceptive; (2) there are no other matters the omission of which would make any statement in this report herein or this
report misleading; and (3) all opinions expressed in this report have been arrived at after due and careful consideration and are

Sfound on bases and assumptions that are fair and reasonable.
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CHAIRMAN’S STATEMENT

Dear Shareholders:
We have never been so convinced that China Health Group will
become an excellent or even great company. Like our company
name, our mission is to serve China's health and our vision is to make
the world applaud for China's health.
We were born at the right time, and after nearly 20 years of
cultivation, we have established more than 2,000 strategic hospital
relationships and five major physician groups, and are engaged in
exactly five of the most critical areas and research of this era.

1. The new coronavirus that affects humanity

2. The number one disabling psychosomatic disease area

3. The number one mortality rate for stroke and the number one
future health insurance payment for dementia

4. The largest chronic disease specific to China: brain addiction
disease smoking

5. The three largest streams of allergic diseases
There is no doubt that we have become or are becoming the head of
the pack in these five areas from the successive announcements and

business progress made by the Group.

Medical research and treatment is migrating to digitalization
and precision iteration

The sales model of China's traditional pharmaceutical business
trillion dollar market is being disrupted by factors such as healthcare
reform and compliance. The CRSO model we pioneered is
beginning to replace the CSO model, just as the CMO in
manufacturing are being replaced by the CDMO.

Three core competitiveness, three ATMs and five specialty
brands create the business model

Three core competitiveness:
1. Real-world clinical research RWS
2. Medical big data RWD
3. Artificial intelligence triple core drive

We have developed three relatively well-established business
models:

1. "Research-based specialty" CHGmyD service for precision
digital medicine

2. CHGRWS service for medicine clinical research
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3. Reconstruct the trillion dollar medicine promotion market

"research-based product promotion CRSO services of the leading

companies, cure focus on viruses, brain science, metamorphic

reaction to the three century stream disease
Five specialist brands:

1. Baimin anti-allergic

2. Xixinli spirit

3. Xien prevents stroke dementia

4. Yueting quitting smoking addiction

5. Virus and special disease ALS
Five laboratories lay a solid research foundation

1. Real World Clinical Research Laboratory

2. Bioanalytical Laboratory

3. Clinical big data laboratory

4. Artificial Intelligence Laboratory

5. Research-oriented specialist outpatient center
After nearly 20 years of struggle, China Health Group has finally
embraced exciting challenges and opportunities, and we believe
more than ever that we are creating greater value for our
shareholders and making extraordinary contributions to world
health.

Yours Sincerely
GUO Xia

Chairman
14 April 2023
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Year ended 31 December
BE+—H=+—HIFE
2022 2021
ok TR
RMB’000 RMB’000
ARMTIT AREETIT
Results *ﬁ
Revenue g 13,090 83,601
(Loss) / profit for the year FEWN (R AR (15,826) 36,325
Assets and Liabilities BERAERE
Total assets RNy 178,625 194,325
Total liabilities qn e fE 36,742 38,753
Shareholders’ equity H SRR i 141,883 155,572

HIGHLIGHTS

1. The Group recorded a consolidated revenue of approximately
RMB13,090,000 for the year ended 31 December 2022 (the
“Year”), which represents approximately 84.34% decrease
from approximately RMB83,601,000 for the year ended 31
December 2021.

2. The Group recorded a loss before taxation of approximately
RMB15,826,000 for the Year, as compared with that of profit
before taxation of approximately RMB42,521,000 for the year
ended 31 December 2021. Net loss in 2022 was approximately
RMB15,826,000 while the net in 2021 was
approximately RMB36,325,000.

profit

3. The Group recorded an operating cash outflow before tax paid
of approximately RMB4,795,000 for the Year, as compared
with operating cash outflow before tax paid of approximately
RMB6,616,000 in year 2021.

4. The basic and diluted loss per share are RMB1.59 cents in
2022, while basic and diluted earnings per share were

RMB3.65 cents respectively in year 2021.
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For the year ended 31 December 2022

RESULTS

The Group recorded a revenue of approximately RMB 13,090,000
for the Year, which represents approximately 84.34% decrease from
approximately RMB83,601,000 in 2021. Among them, revenue
from post-marketing research and academic extension services are
about RMB13,090,000 (2021: RMB83,601,000) accounting for
100% ; clinical research is one of the four growth driving platforms
that the Group strives to build. The research-based promotion of
terminal clinical medicine, ie. post-marketing research and
academic promotion services, has been widely recognized by the

market; the contribution of revenue accounted for 100%.

The Group recorded a loss before taxation of approximately
RMB15,826,000 for the Year, as compared with that of profit
before taxation of approximately RMB42,521,000 for the year
ended 31 December 2021. Net loss in 20121 was approximately
RMB15,826,000 while the net profit in 2021 was approximately
RMB36,325,000.

Total consolidated administrative expenses (including staff costs)
and impairment provision were approximately RMB21,800,000 for
the Year and the corresponding period last year is approximately
RMB21,770,000. Reasons for the change: on the one hand, due to
the reduction of the transfer board intermediary fee, on the other
hand, it is the increase of the impairment provision of the trade

receivables.

LIQUIDITY, FINANCIAL RESOURCES AND GEARING
RATIO

As at 31 December 2022, the Group’s net current assets and its net
assets were approximately RMB140,484,000 (2021: approximately
RMB154,022,000) and approximately RMB141,883,000 (2021:
approximately RMB155,572,000) respectively.

The gearing ratio was 0% as at 31 December 2022 (2021:
approximately 0%). The gearing ratio is derived by dividing the total
of borrowings by total assets. The gearing ratio has no changed for
the Year when compared to 31 December 2021 because there is no

borrowing.

During the Year, the Group financed its operations with its own
working capital. As at 31 December 2022, the Group had no

borrowing (2021: there was no borrowing).
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MANAGEMENT DISCUSSION AND ANALYSIS

Meanwhile, considering the working capital and long term fund
demand for future development, the Group will consider to raise
further funds through bank loans, issuance of new shares,

convertible notes, and issuance of new debts, etc.

FOREIGN EXCHANGE EXPOSURE

During the Year, the Group's transactions were substantially
denominated in Renminbi ("RMB"). As such, the foreign
currency risk of the Group is limited. Currently, the Group has

not adopted any financial instrument for hedging purposes.

TREASURY POLICIES

The Directors will continue to follow a prudent policy in
managing the Group's cash and maintaining a strong and healthy
liquidity to ensure that the Group is well placed to take advantage
of future growth opportunities.

BUSINESS REVIEW AND PROSPECT

The year 2022 was an extremely important year in the history.
Facing the very challenging and changing COVID-19 and the
increasingly strict supervision and management environment of
the pharmaceutical market, the Company, with Mr. Guo Xia, the
Chairman of the Board, as the core, integrated and united various
forces, gathered consensus and rose to the challenge to achieve
the smooth operation of the enterprise without triggering
large-scale layoffs and other problems, and achieved extremely

hard results.

In the past year, although the company reduced most of the
affiliated business due to the affiliated enterprises' own
development and capital market needs; at the same time, due to
the impact of multiple rounds of centralized procurement and
epidemic in the domestic drug market, most domestic drug
manufacturers' clinical research was stopped and investment was
reduced, resulting in the decline of third-party business; in the
face of such tremendous downward pressure, the management
decisively responded, timely regulated, and steadfastly promoted
the established direction to Strengthen its own professional

capacity building, and achieved positive results.
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Five years ago, the Group focused from drug development
services to big data and post-marketing clinical research
treatment and commercial promotion of five core diseases. With
the core strategy of building a R&D-based digital health care
system, the Group has focused on three major disease areas:
brain science, allergies and viruses, and established five major
specialty brands:Xixin mental psychology, Baimin anti-allergy,

Yuejie addiction, Jianshou Anti-Dementia, and Rare Diseases.

The Group has built a big data platform for precision medicine
with clinical research as its core competitiveness, which will
better guide treatment and replace the traditional CSO model

with digital clinical research value-enabled promotion.

Outlook Unicorn business model in the new blue ocean market

In the business model the Group launched two models in the new
era of epidemic and digital healthcare: 1. "Research-based
Therapy RWS-Therapy Model", which is to carry out clinical
and big data research on five major specialties of clinical and
disease through real-world clinical research, to guide medication
treatment in research, and to obtain medical big data in treatment
and then 2 "Digital clinical research-based promotion D-CRCO
model" (Digital meta, Clinical Research, Commercialization
Organization), using big data clinical Research accurately
empowers product commercialization. These two models
redefine research-based treatment and research-based promotion
as an alternative to traditional treatment and commercialization

approaches.

Prospect Build digital medical combat power

Around the core therapeutic areas, we build a comprehensive

medical terminal service complex from research and
development to patient closure supported by intelligent digital
technology and medical technology, forming a closed-loop
system from research to rehabilitation and cure. From hospital
big data clinical research to digital research product promotion
services, to jointly build digital research and development
clinical research specialties, to special specialty medical drug

clinic, to rehabilitation medical and travel medical services.
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MANAGEMENT DISCUSSION AND ANALYSIS

Vision Breakthrough in the field of cure - Become a leading
research and academic institution in the field of anti-allergy

The anti-allergy treatment cluster we serve is becoming a leading
brand. Allergic diseases have become one of the most prevalent
threats to human health, with nearly a quarter of adults and a third
of children suffering from allergic disorders, and a significant
proportion of allergy sufferers causing a host of diseases such as
asthma and rhinitis Group Bayer Allergy Center strives to
become a leading anti-allergy center worldwide. In the field of
anti-allergy, from clinical research to commercial pharmacies,
BAYMIN specializes in the BAYMIN area. In cooperation with
a number of medical institutions and large chains, we have set up
BAYMIN Allergy Specialists and BAYMIN Anti-Allergy
Zones. Currently, more than six out of every ten anti-allergy
drugs are carried out by the Baymin Clinical Research Center.
The Group will be responsible for a series of post-marketing
real-world clinical studies on the anti-allergy, asthma and rhinitis
RWS-THERAPY and CRCO platforms,

precisely treat patients in the studies and obtain research results

serving experts to
in the treatment. Help companies with digital academic
promotion. We will use access to core technologies to conduct

more allergy drug studies.

Outlook Pioneer in brain science research and digital
academic promotion

The Group's service of Xienka's exclusive global micro-tablet
launch has been recognized by doctors and patients. Alzheimer's
disease, also often called dementia, is known as a "life and death"
disease that is more brutal than "death". The disease slowly
erases memories like a rubber, and Alzheimer's disease is the
most common cause of dementia and the most common cause of
death in older adults. The global prevalence of Alzheimer's
disease in the over-65 population is 4-7%, increasing with age,
with an average increase of 1% for every 6.1 years of age. Xien's
Anti-Dementia Research Group, in the Alzheimer's disease
study, is involved in clinical studies of 80% of the products in
this field, including Donaquazi, Memantine, Carboplatin and
herbal medicines. Brain science will be the bigger field after
oncology. Our Xien Brain Digital Clinical Research Center,
which has long been dedicated to clinical and big data research in
brain science such as stroke, dementia, epilepsy, Parkinson's and
acromegaly, has participated in or organized over 60% of the
major national clinical studies in brain science, some of which
have also won the first or second prize for national scientific
progress. We will take advantage of being the number one deadly
disease in China for stroke and the number one future Medicare
payment for dementia to carry out more projects for more

benefits.
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QOutlook Pioneer in brain science research and digital
academic promotion

The Group's service of Xienka's exclusive global micro-tablet
launch has been recognized by doctors and patients. Alzheimer's
disease, also often called dementia, is known as a "life and death"
disease that is more brutal than "death". The disease slowly
erases memories like a rubber, and Alzheimer's disease is the
most common cause of dementia and the most common cause of
death in older adults. The global prevalence of Alzheimer's
disease in the over-65 population is 4-7%, increasing with age,
with an average increase of 1% for every 6.1 years of age. Xien's
Anti-Dementia Research Group, in the Alzheimer's disease
study, is involved in clinical studies of 80% of the products in
this field, including Donaquazi, Memantine, Carboplatin and
herbal medicines. Brain science will be the bigger field after
oncology. Our Xien Brain Digital Clinical Research Center,
which has long been dedicated to clinical and big data research in
brain science such as stroke, dementia, epilepsy, Parkinson's and
acromegaly, has participated in or organized over 60% of the
major national clinical studies in brain science, some of which
have also won the first or second prize for national scientific
progress. We will take advantage of being the number one deadly
disease in China for stroke and the number one future Medicare
payment for dementia to carry out more projects for more

benefits.

Outlook Big data labs to discover new drugs to guide
medication use

In terms of research services, the Group's "RWS Wanquan
Center" has an ambitious plan to re-screen and regroup existing
drugs through real clinical studies with big data to find the best
cure for all. In addition to the discovery that ritonavir (Ritonavir)
has inhibitory effects on novel coronavir (2019-nCoV), we study
how drugs such as Yueting can prevent and treat diseases such as
stroke, chronic obstructive pulmonary COPD, cardiovascular

and lung cancer.
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Prospects Building digital specialty clinics

In terms of big data medical services, we have established
research digital medicine clinics with a number of top medical
institutions in Beijing, Shanghai, Guangzhou and digital medical
groups such as Gaoji medical, Haiwang Xingchen, micro
medical group and miaozhou medical. and other top 100 chains
and digital healthcare groups. Yueting smoking cessation
research and treatment specialist, Xien psychological research
and treatment specialist, Baimin fever and cough research and
treatment specialist, antiviral research and treatment specialist,
etc., which will play an important role in the epidemic and
post-epidemic era. In the post-epidemic era, we will be of great

value to patients.

We are looking forward to launching the Group's branded
specialty clinics and pharmacy specialty areas in more hospitals

and cloud organizations.

SIGNIFICANT INVESTMENT

Save as disclosed in this report, there was no significant

investment during the Year.

CAPITAL COMMITMENT

As of 31 December 2022, the Group did not have any significant

capital commitment.

MATERIAL ACQUISITIONS AND DISPOSALS OF
SUBSIDIARIES AND ASSOCIATES AND FUTURE
PLANS FOR MATERIAL INVESTMENTS

During the Year, the Group did not carry out any material
acquisitions and disposals in respect of subsidiaries and
associates and there is no plan for making material investments

or acquiring capital assets as at the date of this report.

CHARGE ON ASSETS

As at 31 December 2022, the total banking facilities available to
the Group amounted to nil (2021: nil).

As at 31 December 2022 and 2021, the Group did not have

charge on any of its assets.
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CONTINGENT LIABILITIES

As at 31 December 2022 and 2021, the Group did not have any

significant contingent liabilities.

CAPITAL STRUCTURE

During the Year, there had been no changes in the Company’s
capital structure (including ordinary shares and capital reserve).
As at 31 December 2022, the number of issued shares was about
995,351,660.

EVENT AFTER THE REPORTING PERIOD

There was no significant disclosable event after the Year.

HUMAN RESOURCES

The Group’s remuneration policy is basically determined by the
performance of individual employees. In addition to salaries and
bonuses, The Group also provided various other benefits to its
employees. Employee benefits included medical and pension

contributions and share options schemes.

The Group monitored closely the remuneration and fringe
benefits of the employees and rewarded employees in accordance
with the Group’s business performance. In addition, training and
development opportunities for the employees were also provided

by the Group.

EMPLOYEE AND REMUNERATION POLICY

The Group employed 50 persons in 2021 and 47 persons in 2022.
During the Year, staff cost, including directors’ remuneration
was approximately RMB7,516,000 (2021:
RMB7,337,000 ). The Group remunerates its employees based

approximately

on their performance, and the prevailing market price. Other
employee benefits include mandatory provident fund, insurance
and medical coverage, training programs and share option

scheme.

The Company adopted the share option schemes where share
options to subscribe for shares of the Company have been
granted to the eligible participants of the Group.

DIVIDEND

The Board does not recommend the payment of any dividend for
the year ended 31 December 2022 (2021: Nil).
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MANAGEMENT DISCUSSION AND ANALYSIS

PURCHASE, SALE OR REDEMPTION OF THE
COMPANY’S LISTED SECURITIES

Neither the Company, nor any of its subsidiaries purchased, sold

or redeemed any of the Company’s listed securities during the Year.

RESUMPTION OF TRADING

Trading in the shares of the Company on the Stock Exchange has
been suspended at the request of the Company since 9:00 a.m. on 3
April 2023. An application has been made by the Company to the
Stock Exchange for trading in the shares of the Company to resume
from 9:00 a.m. on 17 April 2023.

2022 EHR&
2022 ANNUAL REPORT

BE_Z-_"H#+”"B=+—HItEE
For the year ended 31 December 2022

ME. HEREEALA T EHES

BWE-F - _F+ A=+ —HILFE, RAFBIE T
B ARNMERSE . H el B AR A B _ L.
WEEE
JEARATER, AARRGH _F - =FNH=H LTI

I E R AR FEE . AN R CRE A e %
TEENA B H B FURIERIREA ARG EE.

TEEBEREREBEBARLAI3



2022 R L
2022 ANNUAL REPORT

BE_F__+°"_A=+—HIEE

EFREREEEBFE

PROFILE OF DIRECTORS AND SENIOR MANAGEMENT

For the year ended 31 December 2022

EXECUTIVE DIRECTORS

Mr. GUO Xia, aged 57, is the Chairman and an executive
Director. He is also a member of the nomination committee and
GUO is

responsible for strategic planning and development, overall

remuneration committee of the Company. Mr.

management of the Group. Mr. GUO obtained with a Master
degree in science from University of Toronto in March 1997. Mr.
GUO has also completed various approved courses for the degree
of Master of Business Administration in Heriot-Watt University
and the Judge institute EMBA in University of Cambridge.
Before establishing the Group in December 1998, Mr. GUO had
worked for two pharmaceutical companies in Canada, namely
Ortho-McNeil Inc. under Johnson & Johnson and Novopharm
Limited under Teva Pharmaceutical Industries Ltd as research
scientist and process development manager, respectively. Mr.
GUO used to be the director and CEO of Common Wealth
Technology Inc listed on NASDAQ and vice president of
All-China Federation of Industry and Commerce Medical
Pharmaceutical Chamber, he also got National model worker
title and The National May 1 Labour Medal, and was prized as
2005 Excellent creative enterpriser’ in 2005 by BCCC (got the
scholarship for EMBA study in University of Cambridge).

Dr. SONG Xuemei, aged 54, is an executive Director. She is also
the compliance officer the Company. Dr. SONG is responsible
for Clinical Research. Dr. SONG graduated from China Concord
Medical University with a Doctorate degree in clinical medicine
in July 1995. She is also a Registered Pharmacist in the PRC.
Prior to joining the Group in February 2000, Dr. SONG had
served as  general Tiancifu

manager of  Beijing

Biopharmaceutical Co. Ltd.

NON-EXECUTIVE DIRECTOR

Ms. Zhang Li, aged 46, was appointed as a non-executive Director
on June 27,2022. Ms. Zhang received her bachelor's degree from
China Medical University in July 2000, her Master's degree in
research from the University of Nottingham December 2004 , and
received her Doctor of Science degree from Sichuan University in
June 2014. Now she serves as a part-time associate professor of
pharmacy of Hainan Medical University, and has published

academic research papers in pharmacy for many times.
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INDEPENDENT NON-EXECUTIVE DIRECTORS

Mr. QIU Rui, aged 46, has been appointed as an independent
non-executive Director and the chairman of the audit committee
since 12 February 2018. He is also a member of the nomination
committee and remuneration committee of the Company. Mr.
QIU graduated from Peking University and holds bachelor
degree of Economics. With 20 years of working experience in
accounting and financial management and Merge& Acquisition.
Mr. QIU formerly worked for PwC and TPG, etc, and founded
several investment funds as the key member. Mr. QIU is the
founding partner of BDStar Capital and the directors of his
invested companies. Mr. QIU is the CFA and the CPA.

Dr. NI Binhui, aged 63, has been appointed as the independent
non-executive Director and the chairman of nomination
committee, as well as one of the members of audit committee and
remuneration committee since 31 March 2015. Dr. NI acts as
Vice President in Sanofi, and head of external Science &
Partnering-Asia Pacific. Dr. Ni holds a PhD in molecular
pharmacology from University of Toronto under fellowship and
post-doctoral fellowship in Clinical Pharmacology from National
Institute of Health. Dr. NI has over 40 publications in journals
including Science, PNAS and served as adjunct professors in
several universities in USA and Singapore. Dr. NI has over 20
years of healthcare industry experience in the US and
Asia/China. He served in senior scientific and managerial
positions for several top Fortune 500 companies, including Eli
Lilly (being Action Group Chair, US), S'BIO (being Vice
President/ head of Biology, Singapore,) and Covance China
(being General Manager, China).

Mr. ZHEN Ling, aged 56, has been appointed as the independent
non-executive Director since 6 July 2018. He is also the
chairman of the remuneration committee of the Company and a
member of the audit committee and nomination committee of the
Company. Mr. ZHEN is as global Senior Vice President of
Quintiles and the General Manager of R&D in Greater China
where he oversees the overall service offering and strategic
growth in the region. Mr. ZHEN joined legacy Quintiles in 2007
in the US, and in 2009, he moved to China to take on the role as
the General Manager of legacy Quintiles in Greater China region
including China, Hong Kong and Taiwan. Prior to Quintiles, Mr.
ZHEN served as a management consultant in the Life Science
Group of Ernst & Young Management Consulting in the US. Mr.
ZHEN received his Bachelor of Science degree from the
University of Science and Technology of China and his MBA
degree from the Kelley School of Business in Indiana University
at Bloomington. He also holds a Juris Doctor (JD) degree from
the Law School of North Carolina Central University and is a
licensed attorney in the state of North Carolina in the US.

For the year ended 31 December 2022
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DIRECTORS’ REPORT

The Directors present the annual report of the Company and the
audited consolidated financial statements of the Group for the
year ended 31 December 2022.

PRINCIPAL ACTIVITIES

The Company acts as an investment holding company. The
principal activities of the Company’s subsidiaries are set out in

note 30 of the consolidated financial statements.

BUSINESS REVIEW

A review of the business of the Group during the Year and a
discussion on the Group’s future business development are
provided in the Chairman’s Statement and Management
Discussion and Analysis on pages 3 to 13 of this report. Possible
risks and uncertainties that the Group may be facing are set out in
the Corporate Governance Report on pages 30 to 47 of this
report.

ENVIRONMENTAL POLICIES AND PERFORMANCE

Environmental objectives:

e Achieve the balance between business growth and
environmental protection by improving the operations and
practices as well as encouraging the employees to adopt

environmentally responsible behaviour in workplace; and

* Minimise use and maximise reuse of resources and energy

Social objectives:

e Attract and retain the best people by creating a supportive

and quality workplace; and

e Care about employees’ welfare and satisfaction by
encouraging work-life balance and monitoring and improving

employees’ satisfaction
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Approach

Monitored by the Board, the Group is executing its environmental
and social strategy and achieving its related objectives through a

series of actions and commitments:

* Comply with environmental and social laws and regulations;

and
¢ Disclose KPIs as measurement of actual results
Environmental and social management system comprises:

e Compliance with environmental and social laws and

regulations; and
* Reporting and disclosure of our performance and KPIs

Measures for the achievement of environmental and social
objectives are:

¢ Data collection, calculation, and disclosure of KPIs

The implementation of environmental and social strategies,
management of environmental activities, and measurement of
achieving environmental and social objectives are monitored by
dedicated managerial staff members and finally by the board for

its overall ESG responsibility.
Communication with stakeholders

The Company holds shareholders’ meetings each year to provide
a platform for the Board and Shareholders to exchange views. In
addition, in order to maintain close relationship with customers, suppliers
and other stakeholders, the Company maintains communication
with the stakeholders from time to time through visits,
conference calls, corporate e-mails and other channels to listen to
their views and needs. The Company’s overall performance is

also reported each year to investors through the annual report.
Stakeholder engagement and materiality

Stakeholder engagement is a key success factor in formulating
our environmental and social strategy, defining our objectives,
assessing materiality, and establishing policies. Our key stakeholders
include customers, suppliers, business allies, employees, management
and shareholders. We have discussed or communicated with
stakeholders to understand their views and respond to their needs
and expectations, evaluated and prioritized their inputs to
improve our performance, and finally strived to provide value to

our stakeholders, community and the public as a whole.
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Based on the stakeholder engagement, we identified issues with

significant environmental and social impact and issues

concerning stakeholders. The results of materiality assessment
prioritized stakeholder inputs and made us focused on the

material aspects for actions, performance, achievements and

reporting. We present below the relevant and required disclosure.

COMPLIANCE WITH THE RELEVANT LAWS AND
REGULATIONS

As far as the Board is aware, the Group has complied in material
respects with the relevant laws and regulations that have a
significant impact on the business and operation of the Group.
During the Year, there was no material breach of or
non-compliance with the applicable laws and regulations by the

Group.

RELATIONSHIP WITH SUPPLIERS, CUSTOMERS AND
OTHER STAKEHOLDERS

The Group understands the importance of maintaining a good
relationship with its suppliers, customers and other stakeholders

to meet its immediate and long-term goals.

During the Year, there were no material and significant dispute
between the Group and its suppliers, customers and/or other

stakeholders.

RESULTS AND DIVIDEND

The results of the Group for the Year ended 31 December 2022
and the financial position of the Group as at 31 December 2022
are set out in the consolidated financial statements on pages 55 to

56 of this report.

The Board does not recommend the payment of any dividend for
the Year ended 31 December 2022 (2021: Nil).

PROPERTY, PLANT AND EQUIPMENT

Details of movements in the property, plant and equipment of the
Group and the Company during the Year are set out in note 15 to
the consolidated financial statements.

SHARE CAPITAL

Details of the share capital of the Company are set out in note 24

to the consolidated financial statements.
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EQUITY-LINKED AGREEMENTS

Save as disclosed in the section headed “Share Option Scheme”
of this report, no equity-linked agreement was entered into by

the Company during the Year.
RESERVES

Movements in the reserves of the Group during the Year are set

out in the consolidated statement of changes in equity.
DISTRIBUTABLE RESERVES

As at 31 December 2022, the Company’s reserves available
for distribution amounted to approximately RMB18,775,000
(2021: approximately RMB34,150,000).

FIVE YEARS FINANCIAL SUMMARY

A summary of the results and of the assets and liabilities of the

Group for the last five financial years is set out on page 117.

PURCHASE, SALE OR REDEMPTION OF THE LISTED
SHARES OF THE COMPANY

The Company or its subsidiaries have not purchased, sold or
redeemed any of its listed shares in the current year. Neither the
Company nor its affiliates have redeemed, purchased or

cancelled their redeemable securities.
DIRECTORS

The Directors of the Company during the Year and up to the date
of this report are:

Executive Directors:
GUO Xia (Chairman)
SONG Xuemei

Non-executive Director:
Ms. ZHANG Li (appointed on 27 June 2022)
Mr. SU Yi (resigned on 27 June 2022)

Independent Non-executive Directors:
QIU Rui

NI Binhui

ZHEN Ling
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DIRECTORS’ AND CHIEF EXECUTIVE’S INTEREST IN
SHARES, UNDERLYING SHARES AND DEBENTURES

As at 31 December 2022, the interests and short positions of the
Company’s Directors and chief executives in the shares,
underlying shares or debentures of the Company and its associated
corporations (within the meaning of Part XV of the Securities and
Futures Ordinance (the “SFO”), which are required (a) to notify
the Company and the Stock Exchange pursuant to Divisions 7
and 8 of Part XV of the SFO (including interests or short positions
which they are taken or deemed to have taken under such
provision of the SFO); or (b) pursuant to section 352 of the SFO,
to be entered in the register referred to therein; or (c) pursuant to
Rules 5.46 to 5.67 of the GEM Listing Rules were as follows:

Long positions in shares and underlying shares of the Company

BFEHE
DIRECTORS’ REPORT

EFREETEARPBES HRBHG RO it

WoRB T HZH, RARIZEE N FEETH
ANEAARAT MG EE CER RS LEERE
A A ERE ) ) EXVES) B B G E
, A () SRR M BRI S X VTSR 7 M B s A
AROT R G505 A R A T 2 M2 R (B
SEARAR R B A BRI 5% SR S TR A 2
HIFE) ;B IRER S MR B 3524k, ZHBI AN
Wik B FE M AT B0 R RIS BT RIS
546 %5 67 FTid 2 MR AT R

TRARA TR R ARRBIR R < 1R

Number of shares in Approximate percentage

Number of shares in which interested under Total of the total number
which interested physically settled equity number of issued shares of
Name Capacity (other than under derivatives of shares the Company
equity derivatives)
#"E Sy R FEMER IRERTERE  RHEH AFIEEETARGY
TERYE  ERNENREYE BEROMATE AT
GUO Xia Beneficial owner
oE BEEHE A 114,701,941 18,150,000 132,851,941 13.35%
(note 1)
Interest in a controlled corporation
IR ATINORESS 590,716,637 590,716,637 59.35%
(note 2)
SONG Xuemei Beneficial owner
RE EHEE A 6,500 410,000 416,500 0.04%
(note 1)
Ms. ZHANG Li (appointed on 27 June 2022) Beneficial owner
EBLL WCF-HFAA ST LRHESD EWHEA 960,000 960,000 0.96%
NI Binhui Beneficial owner
G RE EREEA 100,000 100,000 200,000 0.02%
(note 1)
QIU Rui Beneficial owner
& EEREA 120,000 120,000 0.01%
(note 1)
ZHEN Ling Beneficial owner
HisE EREEA 100,000 100,000 0.01%

(note 1)

Note 1: These Shares represent the share options granted by the
Company under the Share option Scheme. For details,
please refer to the section headed “Share Option Scheme”
below.

Note 2: According to information available to the Company,
349,368,873 Shares were beneficially owned by Winsland
Agents Limited, a company wholly owned by Mr. GUO
Xia. 91,915,181 Shares were beneficially owned by Bright
Excel Assets Limited, a company wholly owned by
Venturepharm Holdings Inc., approximately 49.00% of its
shares were held Winsland Agents Limited and
approximately 47.63% were held by Mr. GUO Xia.
149,432,583 Shares were beneficially owned by
Venturepharm Holdings Inc. As such, Mr. GUO Xia is
deemed to be interested in the above companies under the
SFO.
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SUBSTANTIAL SHAREHOLDERS

The register of substantial shareholders required to be kept under
section 336 of Part XV of the SFO shows that as at 31 December
2022, the Company had been notified of the following substantial
shareholders’ interests and short positions, being 5% or more of

the Company’s total number of issued shares.

Long positions in shares and underlying shares of the Company
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Approximate percentage of

Name of Capacity/ Nature of Number of ordinary shares the total number of
Shareholders interests held/ interested issued shares of the Company
e g 1 P M I NRIDETELA
Flaft 8 HE BHME D
Winsland Agents Limited Beneficial owner 349,368,873 35.10%
Interest in a controlled corporation 241,347,764 24.25%
(note)
Bright Excel Assets Limited Beneficial owner 91,915,181 9.23%
Venturepharm Holdings Inc. Beneficial owner 149,432,583 15.02%
Interest in a controlled corporation 91,915,181 9.23%
(note)
Winsland Agents Limited EHEEAA 349,368,873 35.10%
Winsland Agents Limited PR A FIRIRERS 241,347,764 24.25%
(note)
Bright Excel Assets Limited SE{C S/ ZSPN 91,915,181 9.23%
Venturepharm Holdings Inc. SE{C S/ ZSPN 149,432,583 15.02%
Venturepharm Holdings Inc. Pl IR o 91,915,181 9.23%
(note)
Note: Bt 7T

According to information available to the Company, 91,915,181
Shares were beneficially owned by Bright Excel Assets Limited,
a company wholly owned by Venturepharm Holdings Inc.,
approximately 49.00% of its shares were held Winsland Agents
Limited and approximately 47.63% were held by Mr. GUO Xia.
As such, Winsland Agents Limited and Venturepharm Holdings
Inc. are deemed to be interested in the Shares owned by Bright
Excel Assets Limited under the SFO.

Save as disclosed above, as at 31 December 2022, there was no
other person who was recorded in the register of the Company as
having interest or short position in the shares or underlying shares
of the Company which would fall to be disclosed to the Company
under Divisions 2 and 3 of Part XV of the SFO or which were
required, pursuant to section 336 of Part XV of the SFO, to be

entered in the register referred to therein.

IRIEAA R ERAE, Venturepharm Holdings Inc 2 & B A
ﬁJBright Excel Assets Limited%?fﬁ%ﬁ 91,915,18 1% , Winsland Agents
Limited FFA%)49.009% 1 7, FEE S FFARI47.63% R R0
Fi, , Winsland Agents Limitedfﬂ\/enturepharm Holdings Tnc A 25
BRI SFORE E@Bright Excel Assets Limited B A 11 o
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DIRECTORS’ INTERESTS
SIGNIFICANCE

IN CONTRACTS OF

During the year ended 31 December 2022, except for the
continuing connected transactions (details of which are disclosed
in the Section headed “CONNECTED TRANSACTIONS” )
entered into between the Group and related companies, at which
a Director of the Company, Mr. GUO Xia, has significant
interests in these companies, no other contracts of significance to
which the Company or any of its subsidiaries was a party and in
which a Director of the Company had a material interest, whether
directly or indirectly, subsisted at the end of the Year or at any
time during the Year.

DIRECTORS’ SERVICE CONTRACTS

No Director proposed for re-election at the forthcoming annual
general meeting has a service contract with the Company which
is not determinable by the Company within one year without
payment of compensation, other than statutory compensation.

CONTROLLING SHAREHOLDERS’
CONTRACT OF SIGNIFICANCE

INTERESTS IN

Save as disclosed in the section “Connected Transaction” and
note 32(b) to the consolidated financial statements, there is no
contract of significance between the Company, or any of its subsidiaries,
and a controlling shareholder or any of its subsidiaries.

SHARE OPTION SCHEME

A share option scheme was adopted on 30 June 2015 (the
“Adoption Date”) by the shareholders of the Company (the
“Share Option Scheme”). The Share Option Scheme is a share
incentive scheme and is established to recognize and acknowledge
the contributions and potential contributions which the Eligible
Participants (as defined below) have made or may make to the Group.

The Share Option Scheme will provide the Eligible Participants
with an opportunity to have a personal stake in the Company with
a view to motivating the Eligible Participants to utilize their
performance and efficiency for the benefit of the Group and to
attracting and retaining or otherwise maintaining an on-going
relationship with the Eligible Participants whose contributions
are or will be beneficial to the long term growth of the Group.

The Eligible Participants of the Share Option Scheme are
determined taking into account the Company’s operations and
financial situation from time to time and the contributions and
potential contributions which the Eligible Participants have made
or may make to the Group, and in accordance with the rules of
the relevant stock exchange(s), the laws and regulations of the
relevant jurisdictions and the relevant provisions of the articles of
association of the Company (the “Articles”).
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The Board may at its discretion grant options to the following
eligible participants (the “Eligible Participants™):

(i) any director, employee (whether full time or part time
employee), consultant or adviser of or contractor to the Group or
any entity in which any member of the Group holds any interest
(the “Invested Entity”);

(i1) any discretionary trust whose discretionary objects include
any director, employee (whether full time or part time
employee), consultant or adviser of or contractor to the Group or
any Invested Entity; and

(iii) a company beneficially owned by any director, employee
(whether full time or part time employee), consultant or adviser
of or contractor to the Group or any Invested Entity.

The maximum number of Shares available for issue under the
share options which may be granted under the Share Option
Scheme and any other share option scheme of the Company must
not, exceed 10% of the Shares in issue on the adoption date
(excluding, for this purpose, Shares issuable upon exercise of
options which have been granted but which have lapsed in
accordance with the terms of the Share Option Scheme or any
other option schemes of the Company),

share unless

Shareholders’ approval has been obtained.

As at the date of this report, the number of Shares available for
issue upon exercise of outstanding options and the options to be
granted under the Share Option Scheme is 88,947,166 Shares,
representing approximately 8.94% of the total number of issued
Shares.

Unless approved by the shareholders of the Company (the
“Shareholders”), the total number of securities issued and to be
issued upon exercise of the options granted to each Eligible
Participant (including both exercised and outstanding options) in
any 12-month period must not exceed 1% of the Shares in issue.
Where any further grant of options to an Eligible Participant
would result in the Shares issued and to be issued upon exercise
of all options granted and to be granted to such Eligible
Participant (including exercised, cancelled and outstanding
options) in the 12-month period up to and including the date of
such further grant representing in aggregate over 1% of the
relevant class of securities in issue, such further grant must be
separately approved by the Shareholders in general meeting with
such Eligible Participant and his associates abstaining from
voting.

Unless otherwise determined by the Directors at their sole
discretion, there is no requirement of a minimum period for
which an option must be held before such an option can be
exercised under the terms of the Share Option Scheme.
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HK$1.00 is payable by each Eligible Participant to the Company
on acceptance of an offer of an option, which shall be paid within
21 days from the offer date.

The subscription price must be at least the highest of: (a) the
closing price of a Share as stated in the daily quotations sheet of
the Stock Exchange on the date of grant which must be a business
day; and (b) the average of the closing prices of the Shares as
shown on the daily quotations sheets of the Stock Exchange for
the five business days immediately preceding the date of grant;
and (c) the nominal value of a Share.

The Share Option Scheme shall commence on the date it
becomes unconditional and shall continue in force until the tenth
anniversary of such date.
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Number of share options
e
Name or Exercise Balance as Granted Exercised Lapsed Cancelled
category Price at 1 January | during the | duringthe [during the | duringthe | Balance asat 31
of grantees (HK$) | Date of grant Exercisable period 2022 Year Year Year Year December 2022
SHEELR TEE #7H AT WoEma| RERT | REGE | Asg | AFEE | pofoE
e ) TAn A
Directors
&%
GUO Xia 30 June 2015 Note 1
?‘KE 0.450 2015-06-30 Mﬁf%}l 9,150,000 9,150,000
24 March 2021 Note 2
0.504 2021-03-24 FfzEn 9,000,000 9,000,000
SONG Xuemei 30 June 2015 Note 1
REH 0.450 2015-06-30 lGigzal 250,000 250,000
24 March 2021 Note 2
0.504 2021-03-24 T ek 160,000 160,000
QIU Rui 24 March 2021 Note 2
ﬁlﬁ 0.504 2021-03-24 i 120,000 120,000
NI Binhui 24 March 2021 Note 2
{%W EE 0.504 2021-03-24 Mj%}z 100,000 100,000
ZHEN Ling 24 March 2021 Note 2
;E;ﬁ,gfé: 0.504 2021-03-24 T ek 100,000 100,000
In aggregate
T
Employees of the Group 30 June 2015 Note 1
M 0.450 2015-06-30 VoAl 1,450,000 1,450,000
24 March 2021 Note 2
0.504 2021-03-24 Vi) 5,170,000 120,000 5,050,000
Total
"I- 25,500,000 120,000 25,380,000
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Notes:

1. These options are under the Share Option Scheme. The options
may not be exercised within one year from 30 June 2015. The
options vested (i) to the extent of a maximum of 40% of the offered
shares on 30 June 2016; (ii) to the extent of a maximum of 70% of
the offered shares on 30 June 2017; and (iii) to extent of all offered
shares on 30 June 2018.

2. These options of the independent non-executive Directors shall
be exercisable immediately from 24 March 2021, and the options
of other persons may not be exercised within one year from 24
March 2021. The options will vest (i) to the extent of a maximum
of 40% of the offered shares on 24 March 2022; (ii) to the extent of
a maximum of 70% of the offered Shares on 24 March 2023; and
(iii) to extent of all offered shares on 24 March 2024. The options
must be exercised in whole board lots of 20,000 shares. The
closing price of the shares of the Company immediately before 24
March 2021, the date on which those options were granted, was
HK$0.500.

The model used to calculate the fair value of share options granted
on 24 March 2021 is set out in note 25 of the consolidated financial
statements. The model is one of the commonly used models to
estimate the fair value of an option. The variables and assumptions
used in computing the fair value of the share options are based on
the management’s best estimate. The value of an option varies
with different variables of a number of subjective assumptions.
Any change in the variables so adopted may materially affect the

estimation of the fair value of an option.

After vesting, when the share options are forfeited before expiry or
expire, the amount previously recognised in share options reserve

will be transferred to retained profits.

DIRECTORS’
DEBENTURES

RIGHTS TO ACQUIRE SHARES OR

Save as disclosed above, at no time during the Year was the
Company or any of its subsidiaries a party to any arrangements to
enable the Directors to acquire benefits by means of the acquisition of

shares in the Company or any other body corporate.

Save as disclosed above, at no time during the Year had the Directors
and the Chief Executive (including their spouses and children under
18 years of age) any interest in, or been granted, or exercised any
rights to subscribe for the shares (or warrants or debentures, as
applicable) of the Company and its associated corporations (within
the meaning of the SFO).
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DIRECTORS’ INTEREST IN COMPETING BUSINESS

As at 31 December 2022, none of the Directors or the substantial
shareholders of the Company and their respective close associates (as
defined in the GEM Listing Rules) had any interest in a business that

competes or may compete with the business of the Group.

PERMITTED INDEMNITY PROVISION

At no time during the Year and up to date of this report, there was or
is, any permitted indemnity provision being in force for the benefit of
the directors of the Company (whether made by the Company or
otherwise) or any of its subsidiaries (if made by the Company).

AUDIT COMMITTEE

The audit committee of the Company had, together with the management
and external auditor of the Company, reviewed the accounting
principles and policies adopted by the Group and the consolidated
financial statements for the year ended 31 December 2022.

SUFFICIENCY OF PUBLIC FLOAT

Based on the information that is publicly available to the Company
and within the knowledge of its Directors as at the date of this report,
the Company has maintained the prescribed public float under the
GEM Listing Rules.

INDEPENDENCE OF INDEPENDENT NON-EXECUTIVE
DIRECTORS

The Company has received from each of the independent
non-executive Directors an annual confirmation for independence
pursuant to Rule 5.09 of the GEM Listing Rules. The independent

non-executive Directors have confirmed that they are independent.

MAJOR SUPPLIERS AND CUSTOMERS

During the Year, the five largest customers of the Group accounted
for approximately 100% of the Group’s sales. The largest customer
accounted for approximately 73.48% of the sales of the Group.

During the Year, the five largest suppliers of the Group accounted for
approximately 86.07% of the Group’s cost of service. The largest
supplier accounted for approximately 38.52% of the cost of the

service of the Group.

None of the Directors or any of their close associates, or any
Shareholder (which to the knowledge of the Directors owns 5% or
more of the issued Shares) had any beneficial interest in the Group’s

five largest customers or suppliers.
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CONNECTED TRANSACTIONS

During the Year, a number of the connected transactions and
continuing connected transactions between the Company and the
related companies are also disclosed according to the requirements of
chapter 20 of the GEM Listing Rules. The details of connected
transaction and continuing connected transactions have been

contained in note 32 to the consolidated financial statements.

On 11 May 2022, the service agreement entered between the
Company and Mr. GUO Xia . Pursuant to the Service Agreement,
the Company agreed to provide services, including post launch
market research, medical sciences service and  medical market
service (the “Services”), through entity(ies) being member of the
Group which provides the services (the “Service Provider”) to the
subsidiaries of the Connected Customer within the PRC (the
“Connected Customer Subsidiaries”). Mr. GUO Xia, is an executive
Director and a controlling shareholder of the Company, Accordingly,
the Connected Customer was a connected person of the Company
and the transaction contemplated under the Service Agreement
constituted a continuing connected transaction of the Company under
the GEM Listing Rules.

The services commenced from 12 July 2022, the date of the
independent shareholders’ approval of the Service Agreement, up to
and inclusive on 31 December 2024. The annual caps of the
continuing connected transaction for the years ended 31 December
2022, 2023 and 2024 are RMB50,000,000, RMB60,000,000 and
RMB72,000,000 respectively.

The Group possesses relevant capability to provide the Services. The
Services provided by Service Provider is necessary to Connected
Customer Subsidiaries and the cooperation between the Group and
Connected Customer Subsidiaries will be favourable for the Group to
further expand its recognition in the field and enhance its operation in
terms of technical knowhow and will provide stability in terms of

revenue to the Group.

The terms of the service agreement were determined after arm’s
length negotiations between the Company and the Connected
Customer. The Directors (including the independent non-executive
Directors) consider that the terms of the Service Agreement are on
normal commercial terms and in the ordinary and usual course of
business of the Group, fair and reasonable and in the interests of the

Company and the Shareholders as a whole.
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The independent non-executive directors of the Company, after
they reviewed the connected transactions shown in note 32 to
consolidated financial statements, considered that during the
Year, such connected transactions are:

(1) Related to the general and normal business of the Company;

(2) Entered into in accordance with the terms of the general
agreement or in terms of the terms of the agreement between the
Company and the independent third party; and

(3) The terms of the agreement concluded are fair and reasonable
in terms of the owners of the group.

During the Year, the actual amounts of the continuing connected
transactions paid under the agreements did not exceed the respective
aggregate annual cap as previously disclosed in the circular and the
announcements of the Company.

The Company’s auditor was engaged to report on the Group’s
continuing connected transactions for the year ended 31 December
2022 in accordance with Hong Kong Standard on Assurance
Engagements 3000 (Revised) “Assurance Engagement Other Than
Audits or Reviews of Historical Financial Information” and with
reference to Practice Note 740 “Auditor’s Letter on Continuing
Connected Transactions under the Hong Kong Listing Rules” issued
by the Hong Kong Institute of Certified Public Accountants. The
Board confirms that the auditor has issued an unqualified letter
confirming the matters in accordance with Rule 20.54 of the GEM
Listing Rules in respect of the Group’s continuing connected
transactions for the year ended 31 December 2021 as being in order.
Copy of the said letter has been provided to the Stock Exchange.

For details of the transaction, please refer to the Company’s
announcements and the Company’s circular dated 11 May 2022, 24
June 2022, 12 July 2022.

RELATED PARTY TRANSACTIONS

Details of the related party transactions of the Group for the Year
are set out in note 32(b) to the consolidated financial statements
of this report.

The related party transaction as disclosed in note 32(b) to the
consolidated financial statements of this report constituted
non-exempt continuing connected transactions under Chapter 20
of the GEM Listing Rules and accordingly are subject to the
disclosure requirements in Chapter 20 of the GEM Listing Rules.

The related party transactions as disclosed in notes 19 and 22 to the
consolidated financial statements of this report constituted exempt
continuing connected transaction under Chapter 20 of the GEM
Listing Rules and accordingly are exempted from the disclosure
requirements in Chapter 20 of the GEM Listing Rules.
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The related party transactions as disclosed in notes 19 and 22 to the
consolidated financial statements of this report are not regarded as
connected transactions under Chapter 20 of the GEM Listing Rules.

The Directors confirm that the Company has complied with the
disclosure requirements in accordance with Chapter 20 of the GEM
Listing Rules.

PRE-EMPTIVE RIGHTS

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

MANAGEMENT CONTRACTS

No contracts, other than employment contracts, concerning the
management and administration of the whole or any substantial part
of the business of the Company were entered into by the Group or
existed during the Year.

COMPLIANCE WITH THE CODE ON CORPORATE
GOVERNANCE PRACTICE

In the opinion of the Directors, save as disclosed in the Corporate
Governance Report which on pages 30 to 47 of this report, the
Company has complied with the code provisions of the Corporate
Governance code as set out in Appendix 15 to the GEM Listing
Rules during the Year.

AUDITOR

The consolidated financial statements have been audited by KTC
Partners CPA Limited. For details of the employment of KTC
Partners CPA Limited as the auditor of the company, please see the
replacement auditor issued by the company on 5 January 2023.

Following the resignation of Zhonghui Anda CPA Limited as auditor
of the Company on 30 December 2022, KTC Partners CPA Limited
was appointed as the auditor of the Company to fill the vacancy on 5
January 2023.

On behalf of the Board

Chairman
GUO Xia

Beijing, the PRC, 14 April 2023
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COMPLIANCE WITH THE CODE ON CORPORATE
GOVERNANCE PRACTICES

The Company’s corporate governance practices are based on the
principles and the code provisions as set out in the Code on Corporate
Governance Practices (the “Code”) as set out in Appendix 15 to the
GEM Listing Rules. The principles adopted by the Company
emphasis a quality board, transparency and accountability to
shareholders. In the opinion of the Board, the Company has complied
with the Code for the year ended 31 December 2022, with the

exception for the following deviation:

Under code provision ©.2.1, the responsibilities between chairman
and chief executive officer should be separated. However, the chief
executive officer of the Company has not yet been appointed.
Currently, the day-to-day management of the Company’s business is
handled by the executive directors and senior management, who take
the responsibility to run the Group’s business and to implement the
Group’s strategy so as to achieve the overall commercial objectives

of the Company.
RULE 5.05(1) OF THE GEM LISTING RULES

Under Rule 5.05(1) of the GEM Listing Rules, the board of directors
of a listed issuer must include at least three independent

non-executive Directors.

The Company has fulfilled the requirement on the number of
independent non-executive directors of the Company as required
under Rule 5.05(1) of the GEM Listing Rules.

RULE 5.28 OF THE GEM LISTING RULES

Under Rule 5.28 of the GEM Listing Rules, every listed issuer must
establish an audit committee comprising non-executive directors

only. The audit committee must comprise a minimum of 3 members.

The Company has fulfilled the requirements on the number of members
of the audit committee as required under Rule 5.28 of the GEM
Listing Rules.

CODE OF CONDUCT REGARDING SECURITIES
TRANSACTIONS BY DIRECTORS

The Company had adopted a code of conduct regarding securities
transactions by Directors on terms no less exacting than the required
standard of dealings set out in Rules 5.48 to 5.67 of the GEM Listing
Rules. The Company also had made specific enquiry of all Directors
and the Directors confirmed that they have complied with the
required standard of dealings and its code of conduct regarding

securities transactions by Directors during the Year.
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BOARD OF DIRECTORS

The overall governance structure of the Company is set out below: ) B,

Audit Committee

ERERY

QIU Rui (Chairman)

The Board
E5g
Chairman appointed by the Board
HEEEZEERE
2 Executive Directors
r FiTEE
1 Non-Executive Director
M ETEE
3 Independent Non—Executive Directors

s I EiTES

Nomination Committee

BEZEE

NI Binhui (Chairman)
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Remuneration Committee

FzEe

ZHEN Ling (Chairman)

e (EF) T RE (ER%) i (ER)
ZHEN Ling GUO Xia GUO Xia
isE wE wE
NI Binhui QIU Rui QIU Rui
A A e hén hén
ZHEN Ling NI Binhui
i iz

The Board members during the Year and up to the date of this
report are:

Executive Directors:
GUO Xia (Chairman)
SONG Xuemeli

Non-executive Director:
Ms. ZHANG Li (appointed on 27 June 2022)
Mr. SU Yi (resigned on 27 June 2022)

Independent Non-executive Directors:
QIU Rui

NI Binhui

ZHEN Ling

There are no relationships (including financial, business, family

or other material or relevant relationships) among members of the Board.

The Board is collectively responsible for the oversight of the
management of the business and affairs of the Group with the

objective of enhancing shareholders value.
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The Board, led by the Chairman, is responsible for the approval and
monitoring of the Group's overall strategies and policies; approval of
annual budgets and business plans; evaluating the performance of the
Group; and oversight of management. One of the important roles of
the Chairman is to provide leadership to the Board to ensure that the
Board acts in the best interests of the Group. All Directors have been
consulted about any matters proposed for inclusion in the agenda.
With the support of Executive Directors and the Company Secretary,
the Chairman seeks to ensure that all Directors are properly briefed
on issues arising at Board meetings and receives adequate and
reliable information in a timely manner.

Regular Board meetings of the year are scheduled in advance to give
all Directors an opportunity to attend. Four regular Board meetings at
approximately quarterly intervals have been scheduled for 2022. The
Directors can attend meetings in persons or through other means of
electronic communication in accordance with the Articles.

Board papers are circulated not less than three days before the Board
meetings to enable the Directors to make informed decisions on
matters to be raised at the Board meetings. The Company Secretary
shall attend all regular Board meetings to advise on corporate
governance, statutory compliance, accounting and financial matters
when necessary. Directors shall have full access to information of the
Group and are able to obtain independent professional advice
whenever deemed necessary by the Directors. The Company
Secretary assists the Chairman in establishing the meeting agenda,
and each Director may request inclusion of items in the agenda.
Minutes of the board meetings are kept by the Company Secretary
and are open for inspection by Directors.

The Board delegates the authority and responsibility for
implementing day-to-day operations and management of the Group
to executive Directors and management, and certain specific
responsibilities to the Board committees. The Board reserves certain
key matters for its approval including the Group’s long-term strategy,
internal control, annual and half-yearly financial results and
shareholder communications, etc. Decisions of the Board are
communicated to the management through executive Directors who
have attended the Board meetings.

Each of Mr. Guo and Dr. Song has entered into a service agreement
with the Company for a term of 3 years commencing on 31
December 2020. Ms. Zhang has entered into a service agreement
with the Company for a term of 3 years commencing on 27 June
2022. Dr. Ni has entered into a service agreement with the Company
for a term of 3 years commencing on 31 March 2021. Mr. Qiu has
entered into a service agreement with the Company for a term of 3
years commencing on 12 February 2021. Mr. Zhen has entered into a
service agreement with the Company for a term of 3 years
commencing on 6 July 2021. Each Director is subject to retirement
by rotation and re-election at the annual general meeting of the
Company in accordance with the articles of association of the
Company. Pursuant to the terms of each of their service agreements,
each Director except Dr. Song is not entitled to any director’s fee.
The details of emolument of Dr. Song are set out in note 10 to the
consolidated financial statements.
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During the Year, four Board meetings and one general meeting
were held. The attendance records of the aforementioned

meetings are set out below:
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Attendance of individual Directors at

Board meetings during the Year

FENERHEERGRIERL
Attendance no.  Attendance rate
H T TR HiE A
Executive Directors ﬁﬁi‘
GUO Xia ;e 4/4 100%
SONG Xuemei RENG 4/4 100%
Non-executive Director ﬂm
Ms. ZHANG Li (appointed on 27 June 2022) EETE A E - FEANH T ERERT) 2/2 100%
Mr. SU Yi (resigned on 27 June 2022) wREdE RS E- AN A S TEHEHD) 0/2 0
Independent Non-executive Directors ﬁjﬂm
QIU Rui i 4/4 100%
NI Binhui AR 4/4 100%
ZHEN Ling b 4/4 100%
Attendance of individual Directors at
general meeting during the Year
R NE T I AR g R
Attendance no.  Attendance rate
H T TR Hi i %
Executive Directors %i§
GUO Xia 928 1/1 100%
SONG Xuemei KENG 171 100%
Non-executive Director slls%ﬁg
Ms. ZHANG Li (appointed on 27 June 2022) FEALE R TE AN T T AERT 1/1 100%
Mr. SU Yi (resigned on 27 June 2022) MREd R ED AN ASTLHEHD) - N/A
Independent Non-executive Directors ﬁjﬂ?%ig
QIU Rui has 0/1 0%
NI Binhui GBI 171 100%
ZHEN Ling T 0/1 0%

INDEPENDENCE OF INDEPENDENT NON-EXECUTIVE
DIRECTORS

The Company has received from each independent non-executive
Director an annual confirmation for independence pursuant to
Rule 5.09 of the GEM Listing Rules. The independent
non-executive Directors have confirmed that they are
independent.
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CHAIRMAN AND CHIEF EXECUTIVE OFFICER

Chairman of the Board is responsible for the leadership and
effective running of the Board, and ensures that all keys and
appropriate issues are discussed by the Board in a timely and

constructive manner.

Currently, the Company does not have Chief Executive Officer.
The day-to-day management of the Company's business is
handled by the executive Directors, who take the responsibility to
run the Group's business and to implement the Group's strategy so
as to achieve the overall commercial objectives of the Company.

DIRECTORS’ TRAINING

All directors should participate in continuous professional
development to develop and refresh their knowledge and skills to
ensure that their contribution to the Board remains informed and

relevant.

All Directors have participated in continuous professional
development during the Year. The Company has also continuously
updated Directors on the latest developments regarding the GEM
Listing Rules and other applicable regulatory requirements, to
ensure compliance and enhance their awareness of good corporate

governance practices.

During the Year, the Directors participated in the continuous
professional developments in relation to regulatory update, the
duties and responsibility of the Directors and the business of the

Group in the following manners:
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Directors

Attended Seminar

or Briefing/ Read Material
R Sl S BT

JuTES

Executive Directors

GUO Xia 2 V
SONG Xuemei RE V
Non-executive Director ﬂ%ﬁﬁ

Ms. ZHANG Li (appointed on 27 June 2022) BELL (WCE-TFARSTEHESRD V
M. SU Yi (resigned on 27 June 2022) FRRE (W_EZTHERASTHHEHE) 0
Independent Non-executive Directors B IETES

QIU Rui e vV
NI Binhui R V
ZHEN Ling B V
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BOARD COMMITTEES

The Board has established three committees, namely audit
committee, nomination committee and remuneration committee,

to oversee particular aspects of the Company’s affairs.
AUDIT COMMITTEE

The Company has established an audit committee (the “Audit
Committee”) with written terms of reference in compliance with
the GEM Listing Rules 5.28 to 5.33. The primary duties of the
Audit Committee are (a) to review the Group’s annual reports,
interim reports and quarterly reports (b) to discuss and review
with the audit of the Company on the scope and findings of the
audit; and (c) to supervise the financial reporting process, risk
management and internal control systems of the Group and

provide advice and comments to the Board.

During the Year and up to the date of this report, the members of

the Audit Committee have been and are:

QIU Rui (Chairman)
NI Binhui
ZHEN Ling

During the Year, the Audit Committee reviewed, assessed and
commented on the audited consolidated financial statements for
the year ended 31 December 2021, the unaudited consolidated
financial statements for the three months ended 31 March 2022,
six months ended 30 June 2022 and nine months ended 30
September 2022, respectively. It has also reviewed the
effectiveness of the risk management and internal control systems
and internal audit functions of the Group, the continuing
connected transactions and the policy on anti-money laundering
and counter-terrorist financing. It has also reviewed the
re-appointment of external auditor of the Company by
considering its work, its independence, and its objectivity, and
therefore recommended the appointment of external auditor. The
preparation of the consolidated results is in compliance with
applicable accounting principles and practices adopted by the
Company and the requirements of the Stock Exchange, and

adequate disclosure has been made.

The Group’s unaudited consolidated quarterly, interim results and
audited consolidated annual results for the Year have been
reviewed by the Audit Committee, which was of the opinion that
the preparation of such results complied with the applicable
accounting standards and requirements and that adequate

disclosures have been made.
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During the Year, the Audit Committee held four meetings. The
attendance records of the Audit Committee meetings are set out

below:
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EN, FEREBGERTTHRGH. FRERGGHRN L
JERLERANT

Attendance no.  Attendance rate

Members ﬁﬁﬁ

QIU Rui (Chairman) iR (£ 5/5 100%
NI Binhui {EAAE 5/5 100%
ZHEN Ling kg 5/5 100%
NOMINATION COMMITTEE REZES

The Company has established a nomination committee (the
“Nomination Committee”) with written terms of reference in
compliance with the GEM Listing Rules. The primary duties of
the Nomination Committee are to review the structure, size and
composition by reference to the board diversity policy (including
but not limited to the gender, skills, knowledge and experience) of
the Board and make recommendations on any proposed changes
to the Board to complement the Company’s corporate strategy.
The Nomination Committee is chaired by an independent
non-executive Director. The Nomination Committee comprises a

majority of independent non-executive Directors.

During the Year and up to the date of this report, the members of

the Nomination Committee have been and are:

NI Binhui (Chairman)
GUO Xia

QIU Rui

ZHEN Ling

During the Year, the Nomination Committee held one meeting to
review the structure, size and composition of the Board, the
re-election of retiring Directors, assess the independence of
independent non-executive Directors, make recommendations to
the Board relating to the renewal services of Directors and to
review the Board Diversity Policy. The attendance records of the

Nomination Committee meeting is set out below:

EAFCHARAERS, WERGEM LT RIEmEH
HIRERERE , Db G 2 200, BB (B4R
ABRFAMER . FRE. RN AE) R TR R
HERBERLURL G AN B Z AR KNE. REREEF LR
Wi — BB AT E . 12 R B 2 d AR
e .

e G TR EEAN R EARETEH Y, REERE
ibla=¥

R HE ()
HE
L

4

i

g

PREEFRERN, HATE SR T — ke, HomsE
HE s, RN BRI N E R TR
HREH, BAEEEREHFIRAZRE e S B
T

Attendance no. Attendance rate

Members BA H R B R

NI Binhui (Chairman) [RIRE (F7F) 1/1 100%
GUO Xia FE 1/1 100%
QIU Rui i8R 1/1 100%
ZHEN Ling il 11 100%
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BOARD DIVERSITY POLICY

The Company has adopted a board diversity policy (the “Policy”)
setting out the approach to achieve and maintain diversity on the
Board in order to enhance the effectiveness of the Board and
delegated certain duties under the Policy to the Nomination
Committee. The Nomination Committee and the Board had also
reviewed on 22 March 2022 the structure of the Board and is of
the opinion the Board consisted of members with different
gender, age, cultural and educational background, ethnicity,
professional experience, skills and knowledge, which met the

requirements under the terms of the Policy.

With a view to achieving a sustainable and balanced development,
the Company sees increasing diversity at the Board level as an
essential element in supporting the attainment of its strategic

objectives and its sustainable development.

The Nomination Committee reviews and assesses the Board
composition on behalf of the Board and recommends the
appointment of new Directors, taking into account a number of
aspects, including but not limited to gender, age, cultural and
educational background, ethnicity, professional experience,
skills, knowledge, industry and regional experience, and length
of service. All Board appointments will be based on meritocracy,
and candidates will be considered against objective criteria,

having due regard for the benefits of diversity on the Board.
MEASURABLE OBJECTIVES

Selection of candidates will be based on a range of diversity
perspectives, including but not limited to gender, age, cultural
and educational background, professional experience, skills,
knowledge and length of service and any other factors that the
Board may consider relevant and applicable from time to time.
The Company will also take into consideration factors based on
the Company’s business model and specific needs from time to
time in determining the optimum composition of the Board. The
ultimate decision will be based on merit and contribution that the
selected candidates may bring to the Board. The Board’s
composition (including gender, age, length of service) will be
disclosed in the corporate governance report of the Company (the
“CG Report”) in its annual report.

MONITORING AND REPORTING

The Nomination Committee will report annually, in the CG
Report, on the Board’s composition under diversified perspectives,

and monitor the implementation of this Policy.
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For the year ended 31 December 2022

DIRECTOR’S NOMINATION POLICY

Objectives

The Nomination Committee shall nominate suitable candidates to
the Board for it to consider and make recommendations to
shareholders for election as Directors at general meetings or

appoint as Directors to fill casual vacancies.

The Nomination Committee may, as it considers appropriate,
nominate a number of candidates more than the number of
directors to be appointed or re-appointed at a general meeting, or

the number of casual vacancies to be filled.

The Nomination Committee shall ensure the Board has a balance
of skills, experience and diversity of perspectives appropriate to

the requirements of the Company’s business.

Selection Criteria

The factors listed below would be used as reference by the
Nomination Committee in assessing the suitability of a proposed

candidate:

e Character and integrity;

* Qualifications including professional qualifications, skills,
knowledge and experience that are relevant to the Company’s

business and corporate strategy;

* Accomplishment and experience in the business from time to
time conducted, engaged in or invested in by any member of

the Group;

e Commitment in respect of available time and relevant

interest;

* Requirement for the Board to have independent directors in
accordance with the GEM Listing Rules and whether the
candidates would be considered independent with reference to

the independence guidelines set out in the GEM Listing Rules;

e Board diversity policy and any measurable objectives
adopted by the Nomination Committee for achieving diversity
on the Board; and

e Such other perspectives appropriate to the Company’s
business. These factors are for reference only, and not meant to
be exhaustive and decisive. The Nomination Committee has
the discretion to nominate any person, as it considers

appropriate.
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Rigorous review is applied to assessing the continuing
independence of Directors having served for over 9 consecutive
years, with attention to ensuring that they remain independent in
character and judgement, and continue to present an objective
and constructive challenge to the assumptions and viewpoints

presented by the management and the Board.

Proposed candidates will be asked to submit the necessary
personal information in a prescribed form, together with their
written consent to be appointed as Directors and to the public
disclosure of their personal data on any documents or the relevant
websites for the purpose of or in relation to their standing for
election as a Director.

The Nomination Committee may request candidates to provide
additional information and documents, if considered necessary.

Nomination Procedures

For filling a casual vacancy, the Nomination Committee shall make
recommendations for the Board’s consideration and approval.
For proposing candidates to stand for election at a general meeting,
the Nomination Committee shall make nominations to the Board
for its consideration and recommendation. The Board shall have the
ultimate responsibility for selection and appointment of Directors.

The Nomination Committee shall, upon receipt of the proposal on
appointment of new director and the biographical information (or
relevant details) of the candidate, evaluate such candidate based
on the criteria as set out above to determine whether such
candidate is qualified for directorship.

If the process yields one or more desirable candidates, the
Nomination Committee shall rank them by order of preference
based on the needs of the Company and reference check of each
candidate (where applicable).

For any person that is nominated by a shareholder for election as
a director at the general meeting of the Company pursuant to its
constitutional documents, the Nomination Committee shall
evaluate such candidate based on the criteria as set out above to
determine whether such candidate is qualified for directorship
and where appropriate, the Nomination Committee and/or the
Board shall make recommendation to shareholders in respect of
the proposed election of director at the general meeting.

Re-election of Directors at General Meetings

The Nomination Committee shall review the overall contribution
and service to the Company of the retiring director including
his/her attendance of Board meetings and, where applicable,
general meetings, and the level of participation and performance
on the Board.
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The Nomination Committee shall also review and determine
whether the retiring Director continues to meet the criteria as set

out above.

REMUNERATION COMMITTEE

The Company has established a remuneration committee (the
“Remuneration Committee”) according to the relevant provisions
of the GEM Listing Rules with written terms of reference. Its
primary duties are (a) to make recommendation to the Board on
the Company’s policy and structure for all remuneration of
Directors and senior management; (b) to review and approve the
management’s remuneration proposals with reference to the
Board’s corporate goals and objectives; (c) to determine the
remuneration packages on individual executive Directors and
senior management; and (d) to make recommendations to the

Board on the remuneration of non-executive Directors.

The Remuneration Committee is formed by an executive Director

and three independent non-executive Directors.

During the Year and up to the date of this report, the members of

the Remuneration Committee have been and are:

ZHEN Ling (Chairman)
GUO Xia

QIU Rui

NI Binhui

During the Year, one meeting was held by the Remuneration
Committee to discuss and review the remuneration policies of the
Company, to review and make recommendations with respect to
the remuneration of Board members for approval by the Board
and to made recommendations with respect to the remuneration
of the Directors whose service agreements being renewed during
the Year for approval by the Board. The Remuneration
Committee has adopted the operation model where it performs an
advisory role to the Board, with the Board retaining the final
authority to approve the remuneration packages of individual
executive Directors and senior management. The attendance of
member at Remuneration Committee meeting during the Year is

set out below:

FHRERRE
CORPORATE GOVERNANCE REPORT

L% B GRES S ERAE LG BET S LidE

FHZES

AAT ORI FHMZ R G, A RAIEER L TR RT
%E%%ﬁ@oAIEMEﬁwﬂﬁATéwﬁiﬁﬁ

EHN B2 FHMECR K 2 R LR, o) FEEH
AT AR T Bt N R AT B L R S s o)
JEFEAE BT R R A B R ETE; (D) miAR
BUTHEF A HH ) G

FriZz B AT S = s AR TR A

FEAR & BTk 4E B M E A s H Y, #i = R
ibla=¥

o

\
J

(E®)

R4

® o

AR R

AER, M2 B G BB T — R S0 S A A A ]
2R PR R R A B T A B 2 i DA
EHOED R B A A BT E S S D
. FHMZE B G ERNEERERG 2 A6 e
T, T S B L BT T A A L 2 ST
Rl . HFNEE S BB HMEE S &%
FEEL R

Attendance no.  Attendance rate

Members HE B Hi

ZHEN Ling (Chairman) Tidg (%) 11 100%
GUO Xia HE 1/1 100%
NI Binhui B 1/1 100%
QIU Rui ik 1/1 100%
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Further particulars relating to Directors’ emoluments and the five
highest paid individuals are set out in notes 10 and 11 to the

consolidated financial statements.

DIRECTORS’ ACKNOWLEDGEMENT OF THEIR
RESPONSIBILITY FOR THE FINANCIAL STATEMENTS

The Directors acknowledge their responsibility for the preparation
of the financial statements of the Group and ensure that the
financial statements are prepared in accordance with statutory
requirements and applicable accounting standards. The Directors
also ensure the timely publication of the financial statements of

the Group.

The Directors confirm that, to the best of their knowledge,
information and belief, having made all reasonable enquiries,
they are not aware of any material uncertainties relating to events
or conditions that may cast significant doubt on the Company’s

ability to continue as a going concern.

The Auditor’s responsibilities are set out in the Independent

Auditor’s Report on pages 48 to 54.
CORPORATE GOVERNANCE FUNCTIONS

According to code provision D.3 of the Code, the Board is
responsible for performing the corporate governance duties of the
Company in accordance with the written terms of reference
adopted by the Board on 28 December 2022. The Board has the
following duties and responsibilities for performing the corporate

governance duties of the Company:

* To develop and review the Group’s policies and practices on

corporate governance,

* To review and monitor the training and continuous professional

development of Directors and senior management;

* To review and monitor the Group’s policies and practices on

compliance with legal and regulatory requirements;

* To develop, review and monitor the code of conduct and
compliance manual (if any) applicable to employees and

Directors; and

* To review the Group’s compliance with the corporate
governance code as set out in the GEM Listing Rules and
disclosure in the corporate governance report in annual report

of the Company.
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During the Year, the Board held two meetings to review the
policies and practices of the Company relating to the Code.
Details of the attendance of the related meetings of the Board are
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as follow:

Attendance no.

Attendance rate

HEIREL R
Executive Directors HTEE
GUO Xia (Chairman) HE(EE) 2/2 100%
SONG Xuemei REH 2/2 100%
Non-executive Director FETEE
Ms. ZHANG Li (appointed on 27 June 2022) BB (W _EZESF T HEREEE) 2/2 100%
Mr. SU Yi (resigned on 27 June 2022) BREE (TR TN H T EHEHD - N/A
Independent Non-executive Directors BardegiTER
QIU Rui iR 2/2 100%
NI Binhui Mg 22 100%
7ZHEN Ling Tz 2/2 100%

RISK MANAGEMENT AND INTERNAL CONTROL

The Board is responsible for ensuring that the Group has a sound
and effective risk management and internal control system. The
Group is committed to the identification, monitoring and
management of risks associated with its business activities and
has implemented a practical and effective control system which
includes a defined management structure with limits of authority,
a sound cash management system and periodic review of the
Group’s operation and performance by the Audit Committee and
the Board. During the Year, the Company engaged an external
independent consultant to conduct a review on the internal
control system of the Group. The risk management and internal
control system is reviewed on an ongoing basis by the Board to
ensure it is effective. The Board is satisfied that, based on
information furnished to it and on its own observations, the
present risk management and internal control system of the
Group are satisfactory. The Board is of the view that the system
of risk management and internal control adopted for the Year is
sound and effective. The Group does not have an internal audit
function and the Board is of the view that there is currently no
need for the Group to have this function. The situation will be
reviewed from time to time. The risk management and internal
control systems are designed to provide reasonable assurance
against material misstatement or loss and to manage rather than
eliminate risks of failure in operating systems or in achievement

of the Group’s business objectives.
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PROCESS USED TO IDENTIFY, EVALUATE AND
MANAGE SIGNIFICANT RISKS

During the process of risk assessment, the Audit Committee
identifies the risk of the Group and deciding on the risk levels and
the Board shall assess and determine the nature and extent of the
risks that are acceptable to the Group when achieving its strategic
objectives. Taking into consideration the risk response, i.e. the
necessary risk mitigating measures, the relevant departments and
business units shall be assigned to implement the risk
management solutions in accordance with their respective roles
and responsibilities. The identified risk together with the risk
response will be recorded at the risk register and subject to the

Board’s oversight.

MAIN FEATURES OF RISK
INTERNAL CONTROL SYSTEMS

MANAGEMENT AND

The key elements of the risk management and internal control
systems of the Group include the establishment of a risk register
to keep track of and record identified risks, the assessment and
evaluation of risks, the development and continuous updating of
responsive procedures, and the ongoing testing of internal control

procedures to ensure their effectiveness.

An ongoing risk assessment approach is adopted by the Group for
identifying and assessing the key inherent risks that affect the
achievement of its objectives. The judgement of the risk is mainly
determined in accordance with the likelihood of occurrence and
consequence of occurrence of the risk, which can be categorised
into 3 classes, classifying the degree of risk impact as: Minor (1),
Moderate (2) and Significant (3), and the probability of
occurrence of risk as: Unlikely (1), Possible (2) and Likely (3).
The risk degrees reflect the level of management’s attention and

risk treatment effort required.

PROCESS USED TO REVIEW THE EFFECTIVENESS OF
THE RISK MANAGEMENT & INTERNAL CONTROL
SYSTEMS AND TO RESOLVE MATERIAL INTERNAL
CONTROL DEFECTS

In view of the Company’s business and scale of operations, and
in order to adopt the most cost-effective method of conducting
periodic reviews of the Group’s internal controls. During the
Year, the Company engaged an external independent consultant
to conduct a review of the effectiveness of the Group’s risk
management and internal control systems in accordance with the

requirements under Code Provision C.2 of the Code.
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The Board and Audit Committee were satisfied that there had
been no major deficiency noted in the areas of the Group’s risk
management and internal control systems being reviewed after
implementation of recommendations of the internal control
defects reported by the external independent consultant.

PROCEDURES AND INTERNAL CONTROLS FOR THE
HANDLING AND DISSEMINATION OF INSIDE INFORMATION

The Board has established a policy for handling and dissemination
of inside information (the “Inside Information Policy”). The
Inside Information Policy stipulates the obligations of the Group,
restriction on sharing non-public information, handling of rumours,
unintentional selective disclosure, exemptions and statutory waiver
to the disclosure of inside information, external communication
guidelines and compliance and reporting procedures. Management
of the Company takes all reasonable measures from time to time
to ensure that proper safeguards exist to prevent breach of any
disclosure obligations. Employees are required to promptly bring
any possible leakage or divulgence of inside information to the
attention of the Senior Management, or their delegates, who will
notify the Board timely and accordingly, in which case and in the
event that there is evidence of material violation of the Inside
Information Policy, the Board will decide, or designate
appropriate persons to decide the course of actions for rectifying
the problem and avoiding recurrence.

AUDITOR’S REMUNERATION

The responsibility statement of external auditor of the Company,
KTC Partners CPA Limited about their reporting responsibilities
on the consolidated financial statements of the Group is set out in
the Independent Auditor’s Report on pages 48 to 54. During the Year,
auditor’s remuneration for audit services was approximately
RMB680,000. There was not other non-audit services assignment
undertaken by the external auditor during the Year.

COMPANY SECRETARY

The company secretary of the Company (the “Company Secretary’)
is responsible for distributing detailed documents to the Directors
prior to the Board meetings to ensure that the Directors are able to
make informed decisions regarding the matters discussed in the
meetings. All Directors have access to the advice and services of the
Company Secretary with a view to ensuring that the Board
procedures, and all applicable rules and regulations, are followed.
The company secretary , Mr. Yu Tsz Ngo (“Mr. Yu”) was appointed
on 1 September 2022 (Ms. LAM Yuen Ling Eva resigned as the
company secretary of the Company on 1 September 2022), Mr. Yu
Ziao is a senior member of the Certified Public Accountant Australia
and a fellow member of Hong Kong Institute of the Certified Public
Accountant. Mr. Yu has taken no less than 15 hours of relevant
professional training for the year ended 31 December 2022.
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SHAREHOLDERS’ RIGHTS

The general meetings of the Company provide an opportunity for
communications between the shareholders and the Board. An
annual general meeting of the Company shall be held in each year

and at the place as may be determined by the Board.

SHAREHOLDERS TO CONVENE AN EXTRAORDINARY
GENERAL MEETING

Shareholders may convene an extraordinary general meeting of
the Company according to the provisions as set out in the Articles
and the Companies Law of the Cayman Islands. A Special
General Meeting (“SGM”) can be convened by a written request
signed by shareholders of the Company, stating the objects of the
meeting and deposited at the Company’s head office at Unit B,
19/F, Times Media Centre, 133 Wanchai Road, Wanchai, Hong
Kong.

PROCEDURES FOR PUTTING FORWARD PROPOSALS
BY SHAREHOLDERS AT SHAREHOLDERS’ MEETING

The procedures for shareholders to put forward proposals at an
annual general meeting or SGM include a written notice of those
proposals being submitted by shareholders, addressed to the
Company Secretary at the Company’s principal place of business
in Hong Kong at Unit B, 19/F, Times Media Centre, 133 Wanchai
Road, Wanchai, Hong Kong. The detailed procedures vary
according to whether the proposal constitutes an ordinary
resolution or a special resolution, or whether the proposal relates
to the election of a person other than a Director of the Company
as a director. The procedures for shareholders to convene and put
forward proposals at an annual general meeting or SGM
(including election of a person other than a Director of the
Company as a director) are available on the Company’s website

or on request to the Company Secretary.

PROCEDURES FOR DIRECTING
ENQUIRIES TO THE BOARD

SHAREHOLDERS’

Shareholders may at any time send their enquires and concerns to
the Board in writing through the Company Secretary at the
Company’s principal place of business in Hong Kong at Unit B,
19/F, Times Media Centre, 133 Wanchai Road, Wanchai, Hong

Kong or send email to ir@venturepharm.net.

Shareholders may also make enquiries with the Board at the

annual general meeting or EGM.
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INVESTOR RELATIONS AND COMMUNICATION
WITH SHAREHOLDERS

The Company uses a number of formal communications channels
to account to shareholders and investors for the performance of
the Company. These include (i) the publication of quarterly,
interim and annual reports; (ii) the annual general meeting or
SGM providing a forum for shareholders of the Company to raise
comments and exchanging views with the Board; (iii) key
information of the Group available on the website of the
Company; (iv) the Company’s share registrars in Hong Kong
serving the shareholders in respect of all share registration
matters; and (v) corporate information and the Articles are made

available on the Company’s website.

A Shareholder’s Communication Policy was adopted by the
Board aiming at providing the shareholders and potential
investors with ready and timely access to balanced and

understandable information of the Company.

The Company aims to provide its shareholders and investors with
high standards of disclosure and financial transparency. The
Board is committed to providing clear, detailed, timely manner
and on a regular basis information of the Group to shareholders
through the publication of quarterly, interim and annual reports

and/or dispatching circulars, notices, and other announcements.

The Company keeps on promoting investor relations and
enhancing communication with the existing Shareholders and
potential investors. It welcomes suggestions from investors,

stakeholders and the public.

Enquiries to the Board or the Company may be sent by post to the
Company’s principal place of business in Hong Kong at Unit B,
19/F, Times Media Centre, 133 Wanchai Road, Wanchai, Hong Kong.

During the Year, there was no amendment on the constitutional

document of the Company.

DIVIDEND POLICY

The Board has approved and adopted a dividend policy on 28
December 2019 (the “Dividend Policy”). The Dividend Policy
aims at enhancing transparency of the Company and facilitating the
Shareholders and investors to make informed investment decisions

relating to the Company.

Under the Dividend Policy, the Board may consider declaring
and paying dividends to the Shareholders out of the Company’s
distributable funds. Such declaration and payment of dividends

shall remain to be determined at the sole discretion of the Board,

subject to the requirements of all applicable laws and the Articles.

46 CHINA HEALTH GROUP INC.

FHRERRE
CORPORATE GOVERNANCE REPORT

BEERR RIS R ZEE

AAE R 2 IEAGEEE, DU R RS R
AT ZHRB . ZEEEAE O BFE. h Y RFEER
& GBI R F RGBS, HAA TR
PO e R B S G R PR (i) R AR A El
SRR ASE M 2 BRSEERL (i) A R IR
LB AT AR B F AR, R AARZAFE
TR T B A 2w ot T (R

FHGRMBONEECR, BB BB EE R
R IR BT AN ] 2 Sl ] A5 5 PR 2 R

AR E] BAE 1) FLR R R BB R R R R B
WM. EHEE, BRI PR ARG K
BRI R RN AR M, R IRe S E Y 1) R AR
A B AL MR R E R

AR BB T B R 0 i R AT ROR N AR
HZWE AAFEIMES . FHdE L AR LR
o

MERE AN TEH 2 B I DS 7 2OSE AR A E
W EEZENE A EEE S E R EETF
MR,

R, ARREAREREHET .

JERI B

FHRGOR T JUET A = B T I
BB ( TREBORT ) o RFIBCR R EA TS
WIRE, (R ERA (LU R IR ) MHEE
H B WA B AT BB RE -

MR ECR, S 5L R A I E S b R
BRI S AT IRA] . WA A A AER AR, &
BRI EMMS A ERER G A TIvE.



FHRERRE
CORPORATE GOVERNANCE REPORT

The Company does not have any pre-determined dividend payout
ratio. In deciding whether to propose or declare a dividend and in
determining the dividend amount and means of payment, the
Board shall take into account the following factors of the Group,

among others:

(a) financial results;

(b) cash flow situation;

(c) future operations and earnings;

(d) capital requirements and expenditure plans;

(e) interest of shareholders;

(f) any restrictions on payment of dividends; and

(g) any other factors that the Board may consider relevant.
Depending on the financial conditions of the Group and the
conditions and factors as set out above, dividends may/may not
be proposed and/or declared by the Board for a financial year or
period as:

1. interim dividend;

2. final dividend;

3. special dividend; and

4. any distribution of net profits that the Board may deem
appropriate.

The Company may declare and pay dividends by way of cash or

scrip or by other means that the Board considers appropriate.

The Board shall endeavor to strike a balance between providing
return to the Shareholders through the payment of dividends
whilst retaining adequate reserves as the Group’s working capital
and for the Group’s future growth. There can be no assurance that
dividends will be proposed, declared or paid by the Company in

any particular amount at any time or from time to time.

The Board will review from time to time the Dividend Policy and
may exercise at its absolute and sole discretion to update, amend
and/or modify the Dividend Policy at any time as the Board

deems fit and necessary.
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KTC Partners CPA Limited

Certified Public Accountants (Practising)

MESHMEBEMBRLE

Independent auditor's report
To the shareholders of China Health Group Inc.
(incorporated in the Cayman Islands with limited liability)

QUALIFIED OPINION

We have audited the consolidated financial statements of China
Health Group Inc. (the “Company”) and its subsidiaries (together
the “Group”) set out on pages 55 to 116, which comprise the
consolidated statement of financial position as at 31 December
2022, and the consolidated statement of profit or loss and other
comprehensive income, consolidated statement of changes in
equity and consolidated statement of cash flows for the year then
ended, and notes to the consolidated financial statements,

including a summary of significant accounting policies.

In our opinion, except for the effects of the matter described in
the Basis for Qualified Opinion section of our report, the
consolidated financial statements give a true and fair view of the
consolidated financial position of the Group as at 31 December
2022 and of its consolidated financial performance and its
consolidated cash flows for the year then ended in accordance
with Hong Kong Financial Reporting Standards (“HKFRSs”)
issued by the Hong Kong Institute of Certified Public
Accountants (“HKICPA”) and have been properly prepared in
compliance with the disclosure requirements of the Hong Kong

Companies Ordinance.
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BASIS FOR QUALIFIED OPINION

Provision for expected credit loss ("ECL") on trade and
bills receivables

During the year ended 31 December 2021, the Group recognised
provision for ECL on trade and bills receivables of
approximately RMB381,000 (the “Prior Year Provision for
ECL”). At of 31 December 2021, the net carrying amount of
trade and bills receivables was approximately RMB128,513,000
(net of Prior Year Provision for ECL of approximately
RMB381,000). As further explained in note 3.2 to these
consolidated financial statements, due to the insufficiency of
certain financial information of customers, the directors of the
Company, in deriving the Prior Year Provision for ECL has not
taken into account the time value of money and other reasonable
and supportable information that is available without undue cost
or effort at the reporting date about past events, current
conditions, and forecasts of future economic conditions.
Accordingly, the Prior Year Provision for ECL does not comply
the requirements of Hong Kong Financial Reporting Standard
(“‘HKFRS”’) 9 (Revised) Financial Instrument.

During the year ended 31 December 2022, the directors of the
Company have performed ECL assessments on the Group’s
trade and bills receivables at 31 December 2021 in accordance
with the requirements of HKFRS 9. Based on the revised ECL
assessments, the Group should make further allowance for credit
losses of approximately RMB2,851,000 on its trade and bills
receivables for the year ended 31 December 2021. However,
such allowance for credit losses has been recognised in the
consolidated financial statements for the year ended 31
December 2022. As a consequence, the net carrying value of
trade and bills receivables as at 31 December 2021, the profit and
total comprehensive income for year ended 31 December 2021,
the accumulated profits at 31 December 2021 and the loss and
total comprehensive expense for the year ended 31 December
2022 and had been overstated by approximately RMB2,851,000.

We conducted our audit in accordance with Hong Kong
Standards on Auditing (“HKSAs”) issued by the HKICPA. Our
responsibilities under those standards are further described in the
Auditor’s Responsibilities for the Audit of the Consolidated

Financial Statements section of our report.

We are independent of the Group in accordance with the
HKICPA’s Code of Ethics for Professional Accountants (the
“Code”), and we have fulfilled our other ethical responsibilities
in accordance with the Code. We believe that the audit evidence
we have obtained is sufficient and appropriate to provide a basis

for our qualified opinion.
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KEY AUDIT MATTER

Key audit matters are those matters that, in our professional
judgment, were of most significance in our audit of the
consolidated financial statements of the current period. These
matters were addressed in the context of our audit of the
consolidated financial statements as a whole, and in forming our
opinion thereon, and we do not provide a separate opinion on

these matters.

Allowance for ECL of trade and bills receivables

Refer to Notes 16 and 28 to the consolidated financial statements

The Group measures ECL for its trade and bills receivables at
each reporting period. We identified assessment of ECL as a key
audit matter due to the gross balances of trade and bills receivables
of approximately RMB117,032,000 as at 31 December 2022 is
material to the consolidated financial statements. In addition, the
allowance for ECL assessment involves significant judgement

and estimates.

Our audit procedures included, among others:

e Obtaining an understanding of the Group’s credit risk
management and practices, and assessing the Group’s
impairment provisioning policy in accordance with the

requirements of applicable accounting standards;

» Evaluating the objectivity, capabilities and competence of

the independent professional valuer;

* Engaging an independent external expert to assist in
assessing the application of impairment methodology, and
checking the assumptions and key parameters to external data

sources where available, on a sample basis;

* Assessing the reasonableness and relevancy of the external
information used by the Group as the forward-looking

information;

* Testing, on a sample basis, the accuracy of aging analysis of

trade and bills receivables;
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e Inquiring of management for the status of each of the
material trade and bills receivables past due as at year end and
corroborating explanations from management with supporting
evidence, such as understanding on-going business
relationship with the customers based on trade records,
checking historical and subsequent settlement records of and

other correspondence with the customers; and

* Checking the accuracy of the calculation of ECL based on
the methodology adopted by the Group and adequacy of the
Group’s disclosures in relation to credit risk exposed by the

Group in the consolidated financial statements.
OTHER MATTER

The consolidated financial statements of the Group for the year
ended 31 December 2021 were audited by another auditor who
expressed a qualified opinion on these statements on 29 March
2022.

OTHER INFORMATION

The directors of the Company (the “Directors”) are responsible
for the other information. The other information comprises all
the information in the annual report, but does not include the

consolidated financial statements and our auditor’s report thereon.

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

assurance conclusion thereon.

In connection with our audit of the consolidated financial
statements, our responsibility is to read the other information
and, in doing so, consider whether the other information is
materially inconsistent with the consolidated financial
statements or our knowledge obtained in the audit or otherwise

appears to be materially misstated.

If, based on the work we have performed, we conclude that there
is a material misstatement of this other information, we are
required to report that fact. As described in the Basis for
Qualified Opinion section above, there were misstatements in
provision for ECL on trade and bills receivables. Accordingly,
we conclude that the other information is materially misstated

with respect to this matter.
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RESPONSIBILITIES OF DIRECTORS AND THOSE
CHARGED WITH GOVERNANCE FOR THE
CONSOLIDATED FINANCIAL STATEMENTS

The Directors are responsible for the preparation of the
consolidated financial statements that give a true and fair view in
accordance with HKFRSs issued by the HKICPA and the
disclosure requirements of the Hong Kong Companies
Ordinance, and for such internal control as the Directors
determine is necessary to enable the preparation of consolidated
financial statements that are free from material misstatement,

whether due to fraud or error.

In preparing the consolidated financial statements, the Directors
are responsible for assessing the Group’s ability to continue as a
going concern, disclosing, as applicable, matters related to going
concern and using the going concern basis of accounting unless
the Directors either intend to liquidate the Group or to cease

operations, or have no realistic alternative but to do so.

Thosed charged with governance are responsible for overseeing

the Group’s financial reporting process.

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

Our objectives are to obtain reasonable assurance about whether
the consolidated financial statements as a whole are free from
material misstatement, whether due to fraud or error, and to issue
an auditor’s report that includes our opinion, solely to you, as a
body, in accordance with our agreed terms of engagement, and
for no other purpose. We do not assume responsibility towards or
accept liability to any other person for the contents of this report.
Reasonable assurance is a high level of assurance, but is not a
guarantee that an audit conducted in accordance with HKSAs
will always detect a material misstatement when it exists.
Misstatements can arise from fraud or error and are considered
material if, individually or in the aggregate, they could
reasonably be expected to influence the economic decisions of
users taken on the basis of these consolidated financial

statements.
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As part of an audit in accordance with HKSAs, we exercise
professional judgment and maintain professional skepticism

throughout the audit. We also:

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

or the override of internal control.

* Obtain an understanding of internal control relevant to the
audit in order to design audit procedures that are appropriate
in the circumstances, but not for the purpose of expressing an

opinion on the effectiveness of the Group’s internal control.

* Evaluate the appropriateness of accounting policies used and
the reasonableness of accounting estimates and related

disclosures made by the Directors.

* Conclude on the appropriateness of the Directors’ use of the
going concern basis of accounting and, based on the audit
evidence obtained, whether a material uncertainty exists
related to events or conditions that may cast significant doubt
on the Group’s ability to continue as a going concern. If we
conclude that a material uncertainty exists, we are required to
draw attention in our auditor’s report to the related disclosures
in the consolidated financial statements or, if such disclosures
are inadequate, to modify our opinion. Our conclusions are
based on the audit evidence obtained up to the date of our
auditor’s report. However, future events or conditions may
cause the Group to cease to continue as a going concern.

» Evaluate the overall presentation, structure and content of
the consolidated financial statements, including the
disclosures, and whether the consolidated financial statements
represent the underlying transactions and events in a manner that
achieves fair presentation.

* Obtain sufficient appropriate audit evidence regarding the
financial information of the entities or business activities
within the Group to express an opinion on the consolidated
financial statements. We are responsible for the direction,
supervision and performance of the group audit. We remain
solely responsible for our audit opinion.
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We communicate with those charged with governance regarding,
among other matters, the planned scope and timing of the audit
and significant audit findings, including any significant
deficiencies in internal control that we identify during our audit.

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

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

KTC Partners CPA Limited
Certified Public Accountants (Practising)

Wong Kin Shing

Audit Engagement Director
Practising Certificate Number P07435
Hong Kong, 14 April 2023
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REVENUE
BREA

Cost of services

MR B

Gross profit
EH

Other income

FAt

Administrative expenses

FrECE

Impairment losses under expected credit loss model, net of reversal

THAUFER AR FAs(ERA, iRy EA

Finance costs

S 2

Gain on disposal of subsidiaries

il rasilie

(LOSS) / PROFIT BEFORE TAXATION
BRERT (IS8R /iR

Income tax expense
Pt 1
(LOSS) / PROFIT AND TOTAL COMPREHENSIVE

(EXPENSE) / INCOME FOR THE YEAR
AER (B ARIRRMAE OFR) Ml

(LOSS) / PROFIT AND TOT AL COMPREHENSIVE (EXPENSE)

/INCOME FOR THE YEAR ATTRIBUTABLE TO:
AEE (OFR) RFIREMLE (R AR

- OWNERS OF THE COMPANY
- AR EIRER R A E

(LOSS) / EARNINGS PER SHARE
ik 0ER) AR

- Basic

YN

- Diluted

2022 2021
R TE

Note RMB’000 RMB’000
Ftee ANESTT ARHETIT
5 13,090 83,601
(7,347) (19,744

5,743 63,857

7 248 431
(13,973) (21,389)

(7,827) (381)

8 (17) (15)
26 - 18
9 (15,826) 42521
12 - (6,196)
(15,826) 36,323

(15,826) 36,323

RMB cents RMB cents

13 AL A B
(1.59) 3.65

(1.59) 3.65

T EEBEREREBEBABRAQASLS
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Note 2022 2021
Vis —ETT e S
RMB’000  RMB’000
AESTT AR¥ETT

NON-CURRENT ASSETS EREEE
Property, plant and equipment M R R 15 1,399 1,550
CURRENT ASSETS RE%E
Trade and bills receivables G 5 BN TE R N 16 108,824 128,513
Contract costs aFEpAE 17 32,916 24,481
Trade deposit paid TN £ 18 1,000 1,800
Prepayments and other receivables FERBREmEREE 19 22,416 20,957
Financial assets at fair value through profitorloss  DAAREES 2 BHATRT VESESNEMEE 20 8,010 5,660
Cash and cash equivalents HeREESEY 21 4,060 11,364
177,226 192,775
CURRENT LIABILITIES HEA R
Trade and other payables LA POE N H A A E0E 22 13,574 15,224
Contract liabilities ARERE 23 1,014 1,014
Tax payable B H 22,154 22,515
36,742 38,753
NET CURRENT ASSETS HRERE 140,484 154,022
NET ASSETS TRE 141,883 155,572
EQUITY W2
Equity attributable to owners of the Company Zlié\\ﬁﬁ%ﬁ%?ﬁ%mm
Issued capital N 24 88,906 88,906
Reserves Rt 53,416 66,666
142,322 155,572
Non-controlling interests JeiEs (439) -
TOTALEQUITY HRAT 141,883 155,572

The consolidated financial statements on pages 55 to 116 were
approved and authorised for issue by the Board of Directors on
14 April 2023 and are signed on its behalf by:

GUO Xia
#E
Director

w4

FsHEEE NHSMERFEN_E - SFNA+NHH
WA EHET R, WL AR HAE,

SONG Xuemei
Director

EH

The notes on pages 60 to 116 form part of these consolidated financial statements.

o0 116 H Z AR e M B HRINTE T A SR e M B 2 — b
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GARELEE
CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

Attributable to owners of the Company

AR MEL
Issued Share Share-based Special Capital Statutory  Sutoryenterpriss - Accumulated  Noncontrolling  Total
capital premium = payment reserve w reserve »  reserve s reserve w  expansionfund o (losses)/profits »  interests equity
(Note i) (Note ii) (Note iii) (Note iii)
BE RAEE  RpE BRI Easm  dEam  EEER meomm dnpms oz
=it N N N BREEZE g
i) (B i) (B iid) (B iid)
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB000 RMB’000 RMB000 RMB’000 RMB000
AEmFe  ARETT ARWTR  OARBTR OARWTE  ARETE OARETR  ARETE ARBTR ARETR
At 1 Janvary 2021
BB —E—F—F 88,906 1,402 2,273 6,039 6,231 19,551 6,986 (12,713) 118,675
Profit and total comprehensive income for the year 36325
R R A B 36325 %03
Share-based payment .
DA AR 25 : : 7 : : : : : :
%)%;opriation to statutory reserve i i i i i 4110 @110)
At31 December 2021 and 1 Janvary 2022
WSt —HE R E—A—H 88,906 1,402 2,845 6,039 6,231 23,661 6,986 19,502 155,572
Loss and total comprehensive expense for the year
REFERRHHATERIE (15820 (15820
Share-based payment 3 9137
DA AR 25 : : 2137 : : : : : : -
Share options forfeited
RE LA - - 12 - - - - 12
Partial disposal of subsidiary without loss of coutrol (Note 31) 139 139
WA RET A RMA BRI (o) ) ) ) ) ) ) ) . @39
At31 December 2022
BB &A= —H 88,906 1,402 4,970 6,039 6,231 23,661 6,986 4,127 (439) 141,883

* These reserve accounts comprise the consolidated reserves in the consolidated statement of financial position.

* TELL AR R e M BHIRTLEE TP R AR e AR =

Notes:

i 8

(i) Special reserve

() B R s
The special reserve represents the differences between the Rk SR ve (BVD)  (ZEB a2 = HAb sk B

nominal value of the shares of VP (BVI) (a holding company of AT KR AT A A TR B B T R T

the other members of the Group prior to the group {HZ [HZE=E
reorganisation) and the nominal value of the Company’s shares

issued pursuant to the group reorganisation.

(ii) Capital reserve (i) E A g

The capital reserve represents the additional contributions made by
the shareholders of the Company and the additional contributions
made by the non-controlling shareholder of the subsidiary of the
Company prior to the listing of the Company’s shares on The
GEM of the Stock Exchange. It also includes the premium of the
issued share capital of the Company.

G R R A TR R BN BRI A A w4 E AR
P P P SRAE A TR AR T S BRI SR LTI AR
CIREEAR A BRI 0E

T EEBEREREBEBABERAQASY
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(iii) Statutory reserve and statutory enterprise expansion fund

Pursuant to the PRC regulations and the Articles of Association and
Board regulations of the subsidiaries of the Company, each of the
subsidiary is required to transfer 10% of its net profit, as
determined under PRC accounting regulations, to a statutory
reserve until the fund aggregates 50% of each of the subsidiary
registered capital. The transfer to this reserve must be made before
distribution of any dividends to shareholders. The statutory reserve
shall only be used to make good of previous years’ losses, to
expand the subsidiary’s production operations or to increase the
capital of the subsidiary. Upon approval by a resolution at a
shareholder’s general meeting, the subsidiary may transform its
statutory reserve into share capital and issue bonus share to
existing shareholders in proportion to their original
shareholdings or to increase the nominal value of each share
currently held by them, provided that the balance of the reserve
fund after such issue is not less than 25% of the registered
capital. Moreover, the subsidiaries of the Company established
in the PRC can transfer certain percentage of their profit after
taxation on voluntary basis, as determined under the PRC

accounting regulations to the enterprise expansion fund.
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HEEmEE)R

CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

(i) VA8 ol B P B B A SR A

B B A A AR AR A R BRI G HE
. BHE T AR H R A 10%  (REE EI Sretis i
EE) WABERMMES, BRRESAEER G TAT
FEMHE 25090 - 16] 3% fif <2 O R A ZEL7E i) IR AR A0 BC AT A
ALFIZ BT PERE 5 HBE F ol LART4E BEAY4R K
, BRTF AR AERESEN T ARNEAR. R
SRR, FAR I EA RS MR, M R
JBe EEAB i) B P RO A T AL B I L AT W AR A
R, (HETR AR SRR HRATETE A 25%
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2022 2021

AT TR

Note ~ RMB’000  RMB’000
fiee ARMTIT ARETIT

CASH FLOWS FROM OPERATING ACTIVITIES BEED

(Loss)/profit before taxation (B H8) /BRI R (15,826) 42,521

Adjustments for: T
Interest expenses FIEEA 17 15
Bank inferest income TR EMA (42) (22)
Depreciation of property, plant and equipment TEBN- . B &F 151 201
Share-based payment expenses DB B g a2 w R 2,137 572
Impairment losses under expected credit loss model, net of reversal TSR AR TRNRE RS A EEL 7.827 381
Gain on disposal of subsidiaries JREN B ATMA 26 - (18
Interest income on financial assets at fair value through profit or loss BALEESNERNEREEFENA (160) (408)
Operating (loss)/profit before working capital changes BEEAHTMNEE (B8 A (5.896) 43,242
Change in contract costs AR R R (8,435) 319
Change in trade and bills receivables ARG MRl 11,862 (42,838)
Change in trade deposits paid FE (RS n 800 -
Change in prepayments and other receivables AR R R (1,459 (3,822)
Change in trade and other payables B AREAT R e (1,667) (3,370)
Change in contract liabilities AFE B - (147)

Cash used in operations REERFANBE (4,795) (6,616)

Tncome tax paid AR 361) (3.661)

Net cash used in operating activities REERFHZBSEE (5,156) (10,277)

CASH FLOWS FROM INVESTING ACTIVITIES BEED

Net cash and cash equivalents inflow arising from REMBATEENR S NRESEIH - 33
disposal of subsidaries TR

(Purchases)/proceeds from disposal of financial assets at fair value BT (BN IREUAREETEEEEEH AL (2,350) 6,500
through profit or loss HHEENEREE

Bank interest received WBISRTAL B 42 22

Interest received from financial assets at fair value through profit or loss HEGSEER B 160 408

Net cash (used in)/generated from investing activities BEEHH) A HE B (2,148) 6,963

CASH FLOWS FROM FINANCING ACTIVITIES &‘W

Repayment of loans BEER - (1,500)

Interest paid FAFE - (15)

Net cash used in financing activities BEERTRZASHE - (1,515)

NET DECREASE IN CASH AND CASH EQUIVALENTS HETHSSRYMBROR (7.304) (4,829)

Cash and cash equivalents at beginning of year %ﬁ&ﬁﬁﬁﬂ% 11,364 16,193

Cash and cash equivalents at end of year EXBIERBESRY 4,060 11,364

TEHEEEBBRL AL
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1. GENERAL INFORMATION

China Health Group Inc. (the “Company”, the Company and its
subsidiaries are collectively referred to as the “Group”) was
incorporated in the Cayman Islands on 21 May 2002 as an
exempted company with limited liability under the Companies
Law of the Cayman Islands and its shares are listed on the Growth
Enterprise Market of the Stock Exchange of Hong Kong Limited
(the “Stock Exchange”). The address of its registered office and
principal place of business are disclosed on the corporate
information section to the annual report. The parent company and
the ultimate holding company of the Company is Winsland
Agents Limited, which is incorporated in the British Virgin
Islands, and its controlling party controller is Mr. GUO Xia, who

is also an executive director of the Company.

The consolidated financial statements are presented in Renminbi

(“RMB”), which is also the functional currency of the Group.

The Company acts as an investment holding company. The
principal activities of its subsidiaries are set out in note 30 to the

consolidated financial statements.

2. APPLICATION OF AMENDMENTS TO HONG KONG
FINANCIAL REPORTING STANDARDS (“HKFRSs”)

Amendments to HKFRSs that are mandatorily effective for
current year

In the current year, the Group has applied the following
amendments to HKFRSs issued by the Hong Kong Institute of
Certified Public Accountants (the “HKICPA”) for the first time,
which are mandatorily effective for the Group’s annual period
beginning on 1 January 2022 for the preparation of the
consolidated financial statements.

AR

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

1. EAR

HEEREEARAT ( TAAR) ) B MR -FET
SETRLH Z A AAREEB 24 5 A w5 AR B 28 Bt akar
HEBRARBEELE. HIRFEATBBEGTSIARA
" WS ET ) BIAIZENR LT, HREMR S R EE S
P.O.Box 31119 Grand Pavilion, Hibiscus Way, 802 West Bay
Road, GrandCayman, KY1-1205, Cayman Islands, M
MBS B R TR R b SOHO 1755 . AR R
BT A Winsland Agents Limited, AL R R SRk
S, HEEIETT RIS ERE, it AN R T ER .

e MERERUARE (ARE) 28, ARWHARHE
FIThRE R -

AT BEER AT, IR A RN E R T AN
BB A R0
2. 6577 «EWHMEHRERAD KER

FAFEERMARA CERHBRGREN BT

KR, AEFEREEFBGEMAE (PR gL
G ) B RSB REEAD (FHUTEE, 2%
BT A S e 5 B T A O AP PO B 2, Wy —
T A A FRERL

Amendments to HKFRS 3 | Reference to the Conceptual Framework

HERMEREHIMRBER: | HoERaR

Amendment to HKFRS 16 | Covid-19-Related Rent Concessions beyond

30 June 2021

HEEUEREENRICRELR: | —2-—5x i =+ BARFRE R ERORS S

Amendments to HKAS 16 | Property, Plant and Equipment — Proceeds

HERFTHEN R 6RBER: W, IR TR AR

before Intended Use
Amendments to HKAS 37 | Onerous Contracts — Cost of Fulfilling a HEBRGFEBTREES: EEAR—EFARNRA
Contract
Amendments to HKFRSs | Annual Improvements to HKFRSs 2018-2020 HERGFEAHEL ZRNETRCREEENEN ERNERSED BER
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2.1 Impacts on application of Amendments to HKFRS 3
Reference to the Conceptual Framework

The Group has applied the amendments to business combinations
for which the acquisition date was on or after 1 January 2022. The
in HKFRS 3 Business
Combinations so that it refers to the Conceptual Framework for

amendments update a reference
Financial Reporting 2018 issued in June 2018 (the "Conceptual
Framework") instead of Framework for the Preparation and
Presentation of Financial Statements (replaced by the Conceptual
Framework for Financial Reporting 2010 issued in October
2010), add a requirement that, for transactions and events within
the scope of HKAS 37 Provisions, Contingent Liabilities and
Contingent Assets or HK(IFRIC)-Int 21 Levies, an acquirer
applies HKAS 37 or HK(IFRIC)-Int 21 instead of the Conceptual
Framework to identify the liabilities it has assumed in a business
combination and add an explicit statement that an acquirer does
not recognise contingent assets acquired in a business combination.

The application of the amendments in the current year has had no
impact on the Group's consolidated financial statements.

2.2 Impacts on application of Amendment to HKFRS 16
Covid-19-Related Rent Concessions beyond 30 June 2021

The Group has applied the Amendment to HKFRS 16
Covid-19-Related Rent Concessions beyond 30 June 2021
retrospectively for the first time in the current year. The
amendment extends the availability of the practical expedient in
paragraph 46A of HKFRS 16 Leases ("HKFRS 16") by one year
so that the practical expedient applies to rent concessions for
which any reduction in lease payments affects only payments
originally due on or before 30 June 2022, provided the other
conditions for applying the practical expedient are met.

The application of this amendment has had no material impact on
the Group's financial positions and performance for the current
and prior years.

2.3 Impacts on application of Amendments to HKAS 16
Property, Plant and Equipment — Proceeds before Intended Use

The Group has applied the amendments for the first time in the
current year. The amendments specify that the costs of any item
that were produced while bringing an item of property, plant and
equipment to the location and condition necessary for it to be
capable of operating in the manner intended by management
(such as samples produced when testing whether the relevant
property, plant and equipment is functioning properly) and the
proceeds from selling such items should be recognised and
measured in the profit or loss in accordance with applicable
standards. The cost of the items are measured in accordance with
HKAS 2 Inventories.

2022F B &

2022 ANNUAL REPORT
BE_ZE_—_#+_HA=+—HI&EE
For the year ended 31 December 2022

2.1 JEJHE B B o R 3 TR B BRI 2 5
il 74
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BB AR I HEZR
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In accordance with the transitional provisions, the Group has
applied the new accounting policy retrospectively to property,
plant and equipment made available for use on or after the
beginning of 1 January 2021. The application of the amendments
in the current year has had no impact on the Group's financial

positions and performance.

2.4 Impacts on application of Amendments to HKAS 37
Onerous Contracts — Cost of Fulfilling a Contract

The Group has applied the amendments for the first time in the
current year. The amendments specify that, when an entity
assesses whether a contract is onerous in accordance with HKAS
37, the unavoidable costs under a contract should reflect the least
net cost of exiting from the contract, which is the lower of the cost
of fulfilling it and any compensation or penalties arising from
failure to fulfil it. Costs of fulfilling the contract include
incremental costs and an allocation of other costs that relate
directly to fulfilling contracts (e.g. an allocation of the
depreciation charge for an item of property, plant and equipment

used in fulfilling the contract).

In accordance with the transitional provisions, the amendments
are applicable to contracts for which the Group has not yet
fulfilled all its obligations as at the date of initial application on 1
January 2022. The application of the amendments in the current
year has had no impact on the Group's financial positions and

performance.

2.5 Impacts on application of Amendments to HKFRSs Annual
Improvements to HKFRSs 2018-2020

The Group has applied the amendments for the first time in the
current year. The annual improvements make amendments to the

following standards:
HKFRS 9 Financial Instruments

The amendment clarifies that for the purpose of assessing whether
modification of terms of original financial liability constitutes
substantial modification under the "10 per cent" test, a borrower
includes only fees paid or received between the borrower and the
lender, including fees paid or received by either the borrower or
the lender on the other's behalf.

In accordance with the transitional provisions, the Group applies
the amendment to financial liabilities that are modified or

exchanged as at the date of initial application on 1 January 2022.
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HKFRS 16 Leases

The amendment to Illustrative Example 13 accompanying
HKFRS 16 removes from the example the illustration of
reimbursement relating to leasehold improvements by the lessor

in order to remove any potential confusion.

HKAS 41 Agriculture

The amendment ensures consistency with the requirements in
HKEFRS 13 Fair Value Measurement by removing the requirement
in paragraph 22 of HKAS 41 to exclude taxation cash flows when
measuring the fair value of a biological asset using a present value

technique.

The application of the amendments in the current year has had no

impact on the Group's consolidated financial statements.
New and amendments to HKFRSs issued but not yet effective
The Group has not early applied the following new and

amendments to HKFRSs that have been issued but are not yet

effective:
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HKFRS 16FHE

ik I R R ISR 1o R R T A s B 13 RO B BT MBS 77 B
HARHENCER R AR Y, DEERAE BRI .

HKAS 41 &%

R T T 7 T 2 ) S 41 9 S 22 BRI O B
B R A M ) 2 o B R AN AR R AR <9t Y SR
, B LR B A R A eI AR 13 A R ERFE R AT E R
— .

AR A T A R B R 5 8 A W A 5 R X LA T4
FE R SRS E AL
B E FRAEBRFRT BB B R S R R BT A

AEEE A TERT TR 51 CUAR M (2 080 A A 5 o i B 3R
BRI FT RS T R P94

HKFRS 17 (including the October 2020 and
February 2022 Amendments to HKFRS 17)

Insurance Contracts'

EEHHHERALIR (BB _Z_2ETH | GRARE!
i S | E@@%ﬁ?fﬁi&iﬁﬁﬂ) BER:

Sale or Contribution of Assets between an
Investor and its Associate or Joint Venture*

Amendments to HKFRS 10 and HKAS 28

BB SRS 109870 FATZ MR EH

HEE R AT A
B EFTIEAI S8 R ERT sEihg

Amendments to HKFRS 16 Lease Liability in a Sale and Leaseback®

TR BRI 165RR 13T EREHET S

Classification of Liabilities as Current or
Non-current and related amendments to Hong Kong
Interpretation 5 (2020)"

Amendments to HKAS 1

FRERAR BB CEBAESE (ATLAERTRRRED)

& s (20200

Definition of Accounting Estimates'

Amendments to HKAS 1 Non-current Liabilities with Covenants® BB ER S5 ERT AR R R
Amendments to HKAS 1 and Disclosure of Accounting Policies' §%@"—Eig 1R ERTBR AR
HKFRS Practice 5 FEN GRS R

Amendments to HKAS 8 FE R B R FRHEETHES

Deferred Tax related to Assets and Liabilities
arising from a Single Transaction'

Amendments to HKAS 12

EHEFTEAIS 28R ERT B35 B G A& AR A R

! Effective for annual periods beginning on or after 1 January
2023.

2 Effective for annual periods beginning on or after a date to be

determined.

3 Effective for annual periods beginning on or 1 January 2024.

Except for the new and amendments to HKFRSs mentioned
below, the directors of the Company anticipate that the
application of all other new and amendments to HKFRSs will
have no material impact on the consolidated financial statements

in the foreseeable future.
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Amendments to HKFRS 10 and HKAS 28 Sale or
Contribution of Assets between an Investor and its Associate

or Joint Venture

to HKFRS 10 Consolidated Financial

Statements and HKAS 28 Investments in Associates and Joint

The amendments

Ventures deal with situations where there is a sale or contribution
of assets between an investor and its associate or joint venture.
Specifically, the amendments state that gains or losses resulting
from the loss of control of a subsidiary that does not contain a
business in a transaction with an associate or a joint venture that is
accounted for using the equity method, are recognised in the
parent's profit or loss only to the extent of the unrelated investors'
interests in that associate or joint venture. Similarly, gains and
losses resulting from the remeasurement of investments retained
in any former subsidiary (that has become an associate or a joint
venture thatis accounted for using the equity method) to fair value
are recognised in the former parent's profit or loss only to the
extent of the unrelated investors' interests in the new associate or

joint venture.

The application of the amendments is not expected to have
significant impact on the financial position and performance of

the Group.

Amendments to HKRS 16 Lease Liability in a Sale and
Leaseback

The amendments add subsequent measurement requirements for
sale and leaseback transactions that satisfy the requirements of
HKERS 15 to be accounted for as a sale. The amendments require
a seller-lessee to determine “lease payments” or “revised lease
payments” such that the seller-lessee would not recognise a gain
or loss that relates to the right of use retained by the seller-lessee.
The amendments also clarify that applying the requirements does
not prevent the seller-lessee from recognising in profit or loss any
gain or loss relating to subsequent partial or full termination of a
lease.

As part of the Mlustrative
accompanying HKFRS 16 is added to illustrate the application of

amendments, Example 25
the requirements in a sale and leaseback transaction with variable

lease payments that do not depend on an index or rate.

The amendments are effective for annual reporting periods
beginning on or after 1 January 2024, with early application
permitted. The application of the amendments is not expected to
have significant impact on the financial position and performance

of the Group.
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Amendments to HKAS 1 Classification of Liabilities as
Current or Non-current and related amendments to Hong
Kong Interpretation 5 (2020)

The amendments provide clarification and additional guidance on
the assessment of right to defer settlement for at least twelve
months from reporting date for classification of liabilities as

current or non-current, which:

e Specify that the classification of liabilities as current or
non-current should be based on rights that are in existence at the
end of the reporting period. Specifically, the amendments clarify
that:

(i) The classification should not be affected by management
intentions or expectations to settle the liability within 12 months;

and

(ii) If the right is conditional on the compliance with covenants,
the right exists if the conditions are met at the end of the reporting
period, even if the lender does not test compliance until a later

date; and

e Clarify that if a liability has terms that could, at the option of the
counterparty, result in its settlement by the transfer of the entity's
own equity instruments, these terms do not affect its classification
as current or non-current only if the entity recognises the option
separately as an equity instrument applying HKAS 32 Financial

Instruments: Presentation.

In addition, Hong Kong Interpretation 5 was revised as a
consequence of the Amendments to HKAS 1 to align the

corresponding wordings with no change in conclusion.

Based on the Group's outstanding liabilities as at 31 December
2022, the application of the amendments will not result in

reclassification of the Group's liabilities.

Amendments to HKAS 1 and HKFRS Practice Statement 2

Disclosure of Accounting Policies

HKAS 1 is amended to replace all instances of the term
"significant accounting policies" with "material accounting policy
information". Accounting policy information is material if, when
considered together with other information included in an entity’s
financial statements, it can reasonably be expected to influence
decisions that the primary users of general purpose financial

statements make on the basis of those financial statements.
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The amendments also clarify that accounting policy information
may be material because of the nature of the related transactions,
other events or conditions, even if the amounts are immaterial.
However, not all accounting policy information relating to
material transactions, other events or conditions is itself material.
If an entity chooses to disclose immaterial accounting policy
information, such information must not obscure material

accounting policy information.

HKFRS Practice Statement 2 Making Materiality Judgements
(the "Practice Statement") is also amended to illustrate how an
entity applies the "four-step materiality process" to accounting
policy disclosures and to judge whether information about an
accounting policy is material to its financial statements. Guidance

and examples are added to the Practice Statement.

The application of the amendments is not expected to have
significant impact on the financial position or performance of the
Group but may affect the disclosures of the Group's significant
accounting policies. The impacts of application, if any, will be
disclosed in the Group's future consolidated financial statements.
Amendments to HKAS 8 Definition of Accounting Estimates
The amendments define accounting estimates as "monetary
amounts in financial statements that are subject to measurement
uncertainty". An accounting policy may require items in financial
statements to be measured in a way that involves measurement
uncertainty — that is, the accounting policy may require such
items to be measured at monetary amounts that cannot be
observed directly and must instead be estimated. In such a case,
an entity develops an accounting estimate to achieve the objective
set out by the accounting policy. Developing accounting

estimates involves the use of judgements or assumptions based on

the latest available, reliable information.

In addition, the concept of changes in accounting estimates in

HKAS 8 is retained with additional clarifications.

The application of the amendments is not expected to have
significant impact on the Group’s consolidated financial

statements.
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NOTES 70 THE CONSOLIDATED FINANCIAL STATEMENTS

3. BASIS OF PREPARATION OF CONSOLIDATED
FINANCIAL STATEMENTS AND SIGNIFICANT
ACCOUNTING POLICIES

3.1 Basis of preparation of consolidated financial statements

These consolidated financial statements have been prepared in
accordance with HKFRSs issued by the HKICPA. In addition, the
consolidated financial statements include applicable disclosure
required by the Rules Governing the Listing of Securities on The
Growth Enterprise Market of The Stock Exchange of Hong Kong
Limited (the “GEM Listing Rules”) and by the Hong Kong

Companies Ordinance.

The directors of the Company have, at the time of approving the
consolidated financial statements, a reasonable expectation that
the Group has adequate resources to continue in operational
existence for the foreseeable future. Thus they continue to adopt
the going concern basis of accounting in preparing the
consolidated financial statements.

The consolidated financial statements have been prepared under
the historical cost convention, except for financial assets at fair
value through profit or loss that are measured at fair values at the
end of each reporting period, as explained in the accounting

policies set out below.

Historical cost is generally based on the fair value of the

consideration given in exchange for goods and services.

Fair value is the price that would be received to sell an asset or
paid to transfer a liability in an orderly transaction between
market participants at the measurement date, regardless of
whether that price is directly observable or estimated using
another valuation technique. In estimating the fair value of an
asset or a liability, the Group takes into account the characteristics
of the asset or liability if market participants would take those
characteristics into account when pricing the asset or liability at
the measurement date. Fair value for measurement and/or
disclosure purposes in these consolidated financial statements is
determined on such a basis, except for share-based payment
transactions that are within the scope of HKFRS 2 Share-based
Payment, leasing transactions that are accounted for in
accordance with HKFRS 16, and measurements that have some
similarities to fair value but are not fair value, such as net
realisable value in HKAS 2 Inventories or value in use in HKA'S

36 Impairment of Assets.
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In addition, for financial reporting purposes, fair value
measurements are categorised into Level 1, 2 or 3 based on the
degree to which the inputs to the fair value measurements are
observable and the significance of the inputs to the fair value

measurement in its entirety, which are described as follows:

e Level 1 inputs are quoted prices (unadjusted) in active
markets for identical assets or liabilities that the entity can

access at the measurement date;

e Level 2 inputs are inputs, other than quoted prices included
within Level 1, that are observable for the asset or liability,

either directly or indirectly; and

e Level 3 inputs are unobservable inputs for the asset or

liability.

3.2 Significant accounting policies

Basis of consolidation

The consolidated financial statements incorporate the financial
statements of the Company and entities (including structured
entities) controlled by the Company and its subsidiaries. Control

is achieved when the Company:

* Has power over the investee;

e I3 exposed, or has rights, to variable returns from its

involvement with the investee; and

* Has the ability to use its power to affect its returns.

The Group reassesses whether or not it controls an investee if
facts and circumstances indicate that there are changes to one or

more of the three elements of control listed above.

Consolidation of a subsidiary begins when the Group obtains
control over the subsidiary and ceases when the Group loses
control of the subsidiary. Specifically, income and expenses of a
subsidiary acquired or disposed of during the year are included in
the consolidated statement of profit or loss and other
comprehensive income from the date the Group gains control

until the date when the Group ceases to control the subsidiary.

Profit or loss and each item of other comprehensive income are

attributed to the owners of the Company and to the
Total

subsidiaries is attributed to the owners of the Company and to the

non-controlling interests. comprehensive income of

non-controlling interests even if this results in the non-controlling

interests having a deficit balance.
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When necessary, adjustments are made to the financial statements
of subsidiaries to bring their accounting policies in line with the

Group's accounting policies.

All intragroup assets and liabilities, equity, income, expenses and
cash flows relating to transactions between members of the Group

are eliminated in full on consolidation.

Non-controlling interests in subsidiaries are presented separately
from the Group's equity therein, which represent present
ownership interests entitling their holders to a proportionate share

of net assets of the relevant subsidiaries upon liquidation.

Changes in the Group's interests in existing subsidiaries

Changes in the Group's interests in subsidiaries that do not result
in the Group losing control over the subsidiaries are accounted for
as equity transactions. The carrying amounts of the Group's
relevant components of equity and the non-controlling interests
are adjusted to reflect the changes in their relative interests in the
subsidiaries, including re-attribution of relevant reserves between
the Group and the non-controlling interests according to the

Group's and the non-controlling interests' proportionate interests.

Any difference between the amount by which the non-controlling
interests are adjusted, and the fair value of the consideration paid
or received is recognised directly in equity and attributed to

owners of the Company.

When the Group loses control of a subsidiary, the assets and
liabilities of that subsidiary and non-controlling interests (if any)
are derecognised. A gain or loss is recognised in profit or loss and
is calculated as the difference between (i) the aggregate of the fair
value of the consideration received and the fair value of any
retained interest and (ii) the carrying amount of the assets
(including goodwill), and liabilities of the subsidiary attributable
to the owners of the Company. All amounts previously recognised
in other comprehensive income in relation to that subsidiary are
accounted for as if the Group had directly disposed of the related
assets or liabilities of the subsidiary (i.e. reclassified to profit or
loss or transferred to another category of equity as
specified/permitted by applicable HKFRSs). The fair value of any
investment retained in the former subsidiary at the date when
control is lost is regarded as the fair value on initial recognition
for subsequent accounting under HKFRS 9 Financial Instruments
or, when applicable, the cost on initial recognition of an

investment in an associate or a joint venture.
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Investments in subsidiaries

Investments in subsidiaries are stated in the statement of financial
position of the Company at cost less accumulated impairment

losses, if any.

Revenue from contracts with customers

The Group recognises revenue when (or as) a performance
obligation is satisfied, i.e. when "control" of the goods or services
underlying the particular performance obligation is transferred to

the customer.

A performance obligation represents a good or service (or a
bundle of goods or services) that is distinct or a series of distinct

goods or services that are substantially the same.

Control is transferred over time and revenue is recognised over
time by reference to the progress towards complete satisfaction of
the relevant performance obligation if one of the following

criteria is met:

*The customer simultaneously receives and consumes the
benefits provided by the Group's performance as the Group

performs;

*The Group's performance creates or enhances an asset that the

customer controls as the Group performs; or

e The Group's performance does not create an asset with an
alternative use to the Group and the Group has an enforceable

right to payment for performance completed to date.

Otherwise, revenue is recognised at a point in time when the

customer obtains control of the distinct good or service.

A contract asset represents the Group's right to consideration in
exchange for goods or services that the Group has transferred to a
customer that is not yet unconditional. It is assessed for
impairment in accordance with HKFRS 9. In contrast, a
receivable represents the Group's unconditional right to
consideration, i.e. only the passage of time is required before

payment of that consideration is due.

A contract liability represents the Group's obligation to transfer
goods or services to a customer for which the Group has received
consideration (or an amount of consideration is due) from the

customer.

A contract asset and a contract liability relating to the same

contract are accounted for and presented on a net basis.
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Existence of significant financing component

In determining the transaction price, the Group adjusts the
promised amount of consideration for the effects of the time value
of money if the timing of payments agreed (either explicitly or
implicitly) provides the customer or the Group with a significant
benefit of financing the transfer of goods or services to the
the contract contains a

customer. In those circumstances,

significant financing component. A significant financing
component may exist regardless of whether the promise of
financing is explicitly stated in the contract or implied by the

payment terms agreed to by the parties to the contract.

For contracts where the period between payment and transfer of
the associated goods or services is less than one year, the Group
applies the practical expedient of not adjusting the transaction

price for any significant financing component.

For advance payments received from customers before the
transfer of the associated goods or services in which the Group
adjusts for the promised amount of consideration for a significant
financing component, the Group applies a discount rate that
would be reflected in a separate financing transaction between the
Group and the customer at contract inception. The relevant
interest expenses during the period between the advance
payments were received and the transfer of the associated goods
and services are accounted for on the same basis as other

borrowing costs.

Contract costs

Incremental costs of obtaining a contract

Incremental costs of obtaining a contract are those costs that the
Group incurs to obtain a contract with a customer that it would not

have incurred if the contract had not been obtained.

The Group recognises such costs as an asset if it expects to
recover these costs. The asset so recognised is subsequently
amortised to profit or loss on a systematic basis that is consistent
with the transfer to the customer of the goods or services to which

the assets relate.

Costs to fulfil a contract

The Group incurs costs to fulfil a contract in its contracts for
provision of post launch market research, medical and medical
market services. The Group first assesses whether these costs
qualify for recognition as an asset in terms of other relevant
standards, failing which it recognises an asset for these costs only

if they meet all of the following criteria:

2022F HHE

2022 ANNUAL REPORT
BE-E-_—_#+-"A=+—HIEE
For the year ended 31 December 2022

BB K

FERESE 5L 2 (BRI, AR SE B (R RE ] (w2 WA Y
%%%A%)%Eﬁi$%@ﬁ@Tﬁﬁ§ﬁ%%ﬁmﬁ
MR AT R A B A, AR I B R T () R
AR (E ESRE. EEEELT, REROs —HE
FRRE TR e SR A S F R A RER I, B
HIE [F)25 07 B SE I SO T I 7, AT AT RE(F AR B KAl
T

S (ORI AT B BB B < B R PR e — AR &
G, ASEE R A AR (B R R R o H s B AR 8
MHEE 5

SR AR B Y BRI < BT P RN R R TR,
Hrr AL B B RS ) IR S AR T, K
SRR T A2 5 (7] B A e A S P B8 2 2 P P BB R 2
Sy e A R B o RUCRITE AT RS R AR B A R
ST R AE BRI S ST, 4 R A A AR ) ) B R AT
B

= ILZS
FE1Z G AR JRA

HUAS & (7 3 A A AN SR A U B 6 (A i 3%
AR IARARBUS A R RS G A 1 AR

R AT T I RE AL (1T 2L A, B3 S 2l AR R 7
VR R R Y AR A LI 7 R A B Y
T A OIS — R R R R B R A

JETTE IR EA

ARG AR BRI IE . BRI B T W
& ARG IR T A R B - AR e Rl L AR
TRF & AR B A AR S E B AR, I E L

BEAS IR AL R OIMRARIRE, A T L8 AR A

TEEREBEBARL AT



2022F EHR &
2022 ANNUAL REPORT

HE—E_—_f£+"HA=+—HIEE
For the year ended 31 December 2022

(a) The costs relate directly to a contract or to an anticipated

contract that the Group can specifically identify;

(b) The costs generate or enhance resources of the Group that
will be used in satisfying (or in continuing to satisfy)

performance obligations in the future; and

(c) The costs are expected to be recovered.

The asset so recognised is subsequently amortised to profit or loss
on a systematic basis that is consistent with the transfer to the
customer of the goods or services to which the assets relate. The

asset i subject to impairment review.

Leases

Definition of a lease

A contract is, or contains, a lease if the contract conveys the right
to control the use of an identified asset for a period of time in

exchange for consideration.

For contracts entered into or modified on or after the date of
initial application or arising from business combinations, the
Group assesses whether a contract is or contains a lease based on
the definition under HKFRS 16 at inception, modification date or
acquisition date, as appropriate. Such contract will not be
reassessed unless the terms and conditions of the contract are

subsequently changed.

Short-term leases and leases of low-value assets

The Group applies the short-term lease recognition exemption to
leases of buildings that have a lease term of 12 months or less
from the commencement date and do not contain a purchase
option. It also applies the recognition exemption for lease of
low-value assets. LLease payments on short-term leases and leases
of low-value assets are recognised as expense on a straight-line

basis or another systematic basis over the lease term.

Foreign currencies

In preparing the financial statements of each individual group
entity, transactions in currencies other than the entity’s functional
currency (foreign currencies) are recognised at the rates of
exchanges prevailing on the dates of the transactions. At the end
of the reporting period, monetary items denominated in foreign
currencies are retranslated at the rates prevailing at that date.
Non-monetary items carried at fair value that are denominated in
foreign currencies are retranslated at the rates prevailing at the
date when the fair value was determined. Non-monetary items
that are measured in terms of historical cost in a foreign currency

are not retranslated.
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Exchange differences arising on the settlement of monetary items,
and on the retranslation of monetary items, are recognised in

profit or loss in the period in which they arise.

For the purposes of presenting the consolidated financial
statements, the assets and liabilities of the Group’s foreign
operations are translated into the presentation currency of the
Group (i.e. RMB) using exchange rates prevailing at the end of
each reporting period. Income and expense items are translated at
the average exchange rates for the period. Exchange differences
arising, if any, are recognised in other comprehensive income and

accumulated in equity under the heading of translation reserve.

Borrowing costs

Borrowing costs directly attributable to the acquisition,
construction or production of qualifying assets, which are assets
that necessarily take a substantial period of time to get ready for
their intended use or sale, are added to the cost of those assets
until such time as the assets are substantially ready for their

intended use or sale.

Any specific borrowing that remain outstanding after the related
asset is ready for its intended use or sale is included in the general
borrowing pool for calculation of capitalisation rate on general
borrowings. Investment income earned on the temporary
investment of specific borrowings pending their expenditure on
qualifying assets is deducted from the borrowing costs eligible for

capitalisation.

All other borrowing costs are recognised in profit or loss in the

period in which they are incurred.

Retirement benefit costs

Payments to the Mandatory Provident Fund schemes in Hong
Kong and PRC state-managed retirement benefits schemes are
recognised as an expense when employees have rendered service

entitling them to the contributions.

Short-term employee benefits

Short-term employee benefits are recognised at the undiscounted
amount of the benefits expected to be paid as and when employees
rendered the services. All short-term employee benefits are
recognised as an expense unless another HKFRS requires or

permits the inclusion of the benefit in the cost of an asset.

A liability is recognised for benefits accruing to employees (such
as wages and salaries, annual leave and sick leave) after deducting

any account already paid.
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Share-based payments

Equity-settled share-based payment transactions

Share options granted to employees

Equity-settled share-based payments to employees are measured

at the fair value of the equity instruments granted at the grant date.

The fair value of the equity-settled share-based payments
determined at the grant date without taking into consideration all
non-market vesting conditions is expensed on a straight-line basis
over the vesting period, based on the Group's estimate of equity
instruments that will eventually vest, with a corresponding
increase in equity (share-based payments reserve). At the end of
each reporting period, the Group revises its estimate of the
number of equity instruments expected to vest based on
assessment of all relevant non-market vesting conditions. The
impact of the revision of the original estimates, if any, is
recognised in profit or loss such that the cumulative expense
reflects the revised estimate, with a corresponding adjustment to

the share-based payment reserve.

When share options are exercised, the amount previously
recognised in share-based payment reserve will be transferred to
share premium. When the share options are forfeited after the
vesting date or are still not exercised at the expiry date, the
amount previously recognised in share-based payment reserve

will be transferred to accumulated profits.

Taxation

Income tax expense represents the sum of the tax currently

payable and deferred tax.

The tax currently payable is based on taxable profit for the year.

Taxable profit differs from profit before tax because of income or
expense that are taxable or deductible in other years and items that
are never taxable or deductible. The Group’s liability for current
tax is calculated using tax rates that have been enacted or

substantively enacted by the end of the reporting period.
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Deferred tax is recognised on temporary differences between the
carrying amounts of assets and liabilities in the consolidated
financial statements and the corresponding tax bases used in the
computation of taxable profit. Deferred tax liabilities are
generally recognised for all taxable temporary differences.
Deferred tax assets are generally recognised for all deductible
temporary differences to the extent that it is probable that taxable
profits will be available against which those deductible temporary
differences can be utilised. Such deferred tax assets and liabilities
are not recognised if the temporary difference arises from the
initial recognition (other than in a business combination) of assets
and liabilities in a transaction that affects neither the taxable profit

nor the accounting profit.

Deferred tax liabilities are recognised for taxable temporary
differences associated with investments in subsidiaries, except
where the Group is able to control the reversal of the temporary
difference and it is probable that the temporary difference will not
reverse in the foreseeable future. Deferred tax assets arising from
deductible

investments and interests are only recognised to the extent that it

temporary differences associated with such
is probable that there will be sufficient taxable profits against
which to utilise the benefits of the temporary differences and they

are expected to reverse in the foreseeable future.

The carrying amount of deferred tax assets is reviewed at the end
of each reporting period and reduced to the extent that it is no
longer probable that sufficient taxable profits will be available to

allow all or part of the asset to be recovered.

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

period.

The measurement of deferred tax liabilities and assets reflects the
tax consequences that would follow from the manner in which the
Group expects, at the end of the reporting period, to recover or

settle the carrying amount of its assets and liabilities.

For the purposes of measuring deferred tax for leasing
transactions in which the Group recognises the right-of-use assets
and the related lease liabilities, the Group first determines whether
the tax deductions are attributable to the right-of-use assets or the

lease liabilities.
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For leasing transactions in which the tax deductions are
attributable to the lease liabilities, the Group applies HKAS 12
Income Taxes requirements to the leasing transaction as a whole.
Temporary differences relating to right-of-use assets and lease

liabilities are assessed on a net basis.

Deferred tax assets and liabilities are offset when there is a legally
enforceable right to set off current tax assets against current tax
liabilities and when they relate to income taxes levied by the same
taxation authority and the Group intends to settle its current tax

assets and liabilities on a net basis.

Current and deferred tax is recognised in profit or loss, except
when they relate to items that are recognised in other
comprehensive income or directly in equity, in which case, the
current and deferred tax are also recognised in other
comprehensive income or directly in equity respectively. Where
current tax or deferred tax arises from the initial accounting for a
business combination, the tax effect is included in the accounting

for the business combination.

Property, plant and equipment

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

and location for its intended use.

Subsequent costs are included in the asset’s carrying amount or
recognised as a separate asset, as appropriate, only when it is
probable that future economic benefits associated with the item
will flow to the Group and the cost of the item can be measured
reliably. All other repairs and maintenance are recognised in

profit or loss during the period in which they are incurred.

Depreciation is provided to write off the cost of items of property,
plant and equipment, over their estimated useful lives and after
taking into account of their estimated residual value, using the
straight-line method. The estimated useful lives of property, plant
and equipment are as follows:
Leasehold improvements 10 years
Machinery and equipment 5-10 years

Where parts of an item of property, plant and equipment have
different useful lives, the cost of that item is allocated on a
reasonable basis among the parts and each part is depreciated

separately.
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The residual values, useful lives and depreciation method are
reviewed and adjusted, if appropriate, at the end of each reporting

period.

The gain or loss on disposal of property, plant and equipment is
the difference between the net sales proceeds and the carrying

amount of the relevant asset, and is recognised in profit or loss.

Impairment on property, plant and equipment

At the end of the reporting period, the Group reviews the carrying
amounts of its property, plant and equipment to determine
whether there is any indication that those assets have suffered an
impairment loss. If any such indication exists, the recoverable
amount of the assetis estimated in order to determine the extent of
the impairment loss (if any). The recoverable amount of property,
plant and equipment are estimated individually. When it is not
possible to estimate the recoverable amount individually, the
Group estimates the recoverable amount of the cash-generating

unit to which the asset belongs.

In addition, the Group assesses whether there is indication that
corporate assets may be impaired. If such indication exists,
corporate assets are also allocated to individual cash-generating
units, when a reasonable and consistent basis of allocation can be
identified, or otherwise they are allocated to the smallest group of
cash-generating units for which a reasonable and consistent

allocation basis can be identified.

Recoverable amount is the higher of fair value less costs of
disposal and value in use. In assessing value in use, the estimated
future cash flows are discounted to their present value using a
pre-tax discount rate that reflects current market assessments of
the time value of money and the risks specific to the asset for

which the estimates of future cash flows have not been adjusted.

If the recoverable amount of an asset (or a cash-generating unit) is
estimated to be less than its carrying amount, the carrying amount
of the asset (or a cash-generating unit) is reduced to its
recoverable amount. An

impairment loss is recognised

immediately in profit or loss.

When an impairment loss subsequently reverses, the carrying
amount of the asset (or cash-generating unit) is increased to the
revised estimate of its recoverable amount, but so that the
increased carrying amount does not exceed the carrying amount
that would have been determined had no impairment loss been
recognised for the asset (or a cash-generating unit) in prior years.
A reversal of an impairment loss is recognised immediately in

profit or loss.
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Cash and cash equivalents

Cash and cash equivalents presented on the consolidated

statement of financial position include:

(a) Cash, which comprises of cash on hand and demand
deposits, excluding bank balances that are subject to regulatory
restrictions that result in such balances no longer meeting the

definition of cash; and

(b) Cash equivalents, which comprises of short-term (generally
with original maturity of three months or less), highly liquid
investments that are readily convertible to a known amount of
cash and which are subject to an insignificant risk of changes in
value. Cash equivalents are held for the purpose of meeting
short-term cash commitments rather than for investment or

other purposes.

For the purposes of the consolidated statement of cash flows, cash
and cash equivalents consist of cash and cash equivalents as
defined above, net of outstanding bank overdrafts which are
repayable on demand and form an integral part of the Group’s
cash management. Such overdrafts are presented as short-term

borrowings in the consolidated statement of financial position.

Financial instruments

Financial assets and financial liabilities are recognised when a
group entity becomes a party to the contractual provisions of the
instrument. All regular way purchase or sales of financial assets
are recognised and derecognised on a trade date basis. Regular
way purchases or sales are purchases or sales of financial assets
that require delivery of assets within the time frame established by

regulation or convention in the market place.

Financial assets and financial liabilities are initially measured at
fair value except for trade receivables arising from contracts with
customers which are initially measured in accordance with
HKEFRS 15. Transaction costs that are directly attributable to the
acquisition or issue of financial assets and financial liabilities
(other than financial assets and financial liabilities at fair value
through profit or loss (“FVTPL”)) are added to or deducted from
the fair value of the financial assets or financial liabilities, as
appropriate, on initial recognition. Transaction costs directly
attributable to the acquisition of financial assets or financial

liabilities at FVTPL are recognised immediately in profit or loss.
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The effective interest method is a method of calculating the
amortised cost of a financial asset or financial liability and of
allocating interest income and interest expense over the relevant
period. The effective interest rate is the rate that exactly discounts
estimated future cash receipts and payments (including all fees
and points paid or received that form an integral part of the
effective interest rate, transaction costs and other premiums or
discounts) through the expected life of the financial asset or
financial liability, or, where appropriate, a shorter period, to the

net carrying amount on initial recognition.

Financial assets

Classification and subsequent measurement of financial assets

Financial assets that meet the following conditions are

subsequently measured at amortised cost:

¢ The financial asset is held within a business model whose

objective is to collect contractual cash flows; and

e The contractual terms give rise on specified dates to cash
flows that are solely payments of principal and interest on the

principal amount outstanding.

Financial assets that meet the following conditions are
subsequently measured at fair value through other comprehensive
income ("FVTOCI"):

e The financial asset is held within a business model whose
objective is achieved by both selling and collecting contractual

cash flows; and
e The contractual terms give rise on specified dates to cash
flows that are solely payments of principal and interest on the
principal amount outstanding.

All other financial assets are subsequently measured at FVTPL.

A financial asset is held for trading if:

e It has been acquired principally for the purpose of selling in

the near term; or

e On initial recognition it is a part of a portfolio of identified
financial instruments that the Group manages together and has

arecent actual pattern of short-term profit-taking; or

e It is a derivative that is not designated and effective as a

hedging instrument.
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In addition, the Group may irrevocably designate a financial asset
that are required to be measured at the amortised cost or FVTOCI
as measured at FVTPL if doing so eliminates or significantly

reduces an accounting mismatch.

(i) Amortised cost and interest income

Interest income is recognised using the effective interest method
for financial assets measured subsequently at amortised cost.
Interest income is calculated by applying the effective interest rate
to the gross carrying amount of a financial asset, except for
financial assets that have subsequently become credit-impaired.
For financial assets that have subsequently become
credit-impaired, interest income is recognised by applying the
effective interest rate to the amortised cost of the financial asset
from the next reporting period. If the credit risk on the
credit-impaired financial instrument improves so that the
financial asset is no longer credit-impaired, interest income is
recognised by applying the effective interest rate to the gross
carrying amount of the financial asset from the beginning of the
reporting period following the determination that the assets is no

longer credit impaired.

(i) Financial assets at FVTPL

Financial assets that do not meet the criteria for being measured at
amortised cost or FVTOCI or designated as FVTOCI are
measured at FVTPL.

Financial assets at FVTPL are measured at fair value at the end of
each reporting period, with any fair value gains or losses
recognised in profit or loss. The net gain or loss recognised in
profit or loss includes any interest earned on the financial asset

and is included in the “other income” line item.

Impairment of financial assets

The Group performs impairment assessment under expected
creditloss (“ECL”) model on financial assets (including trade and
bills receivables, trade deposit paid, other receivables and bank
balances and cash) and other items which are subject to
impairment under HKFRS 9. The amount of ECL is updated at
each reporting date to reflect changes in credit risk since initial

recognition.
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Lifetime ECL represents the ECL that will result from all possible
default events over the expected life of the relevant instrument. In
contrast, 12-month ECL (“12m ECL”) represents the portion of
lifetime ECL that is expected to result from default events that are
possible within 12 months after the reporting date. Assessment are
done based on the Group’s historical credit loss experience,
adjusted for factors that are specific to the debtors, general
economic conditions and an assessment of both the current
conditions at the reporting date as well as the forecast of future

conditions.

The Group always recognises lifetime ECL for trade receivables.

For all other instruments, the Group measures the loss allowance
equal to 12m ECL, unless when there has been a significant
increase in credit risk since initial recognition, in which case the
Group recognises lifetime ECL. The assessment of whether
lifetime ECL should be recognised is based on significant
increases in the likelihood or risk of a default occurring since

initial recognition.

(i) Significant increase in credit risk

In assessing whether the credit risk has increased significantly
since initial recognition, the Group compares the risk of a default
occurring on the financial instrument as at the reporting date with
the risk of a default occurring on the financial instrument as at the
date of initial recognition. In making this assessment, the Group
considers both quantitative and qualitative information that is
reasonable and supportable, including historical experience and
forward-looking information that is available without undue cost

or effort.

In particular, the following information is taken into account

when assessing whether credit risk has increased significantly:

* An actual or expected significant deterioration in the financial

instrument’s external (if available) or internal credit rating;

e Significant deterioration in external market indicators of
credit risk, e.g. a significant increase in the credit spread, the

credit default swap prices for the debtor;

 Existing or forecast adverse changes in business, financial or
economic conditions that are expected to cause a significant

decrease in the debtor’s ability to meet its debt obligations;

e An actual or expected significant deterioration in the

operating results of the debtor; or
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* An actual or expected significant adverse change in the
regulatory, economic, or technological environment of the
debtor that results in a significant decrease in the debtor’s

ability to meet its debt obligations.

Irrespective of the outcome of the above assessment, the Group
presumes that the credit risk has increased significantly since
initial recognition when contractual payments are more than 30
days past due, unless the Group has reasonable and supportable

information that demonstrates otherwise.

The Group regularly monitors the effectiveness of the criteria
used to identify whether there has been a significant increase in
credit risk and revises them as appropriate to ensure that the
criteria are capable of identifying significant increase in credit

risk before the amount becomes past due.

(i1) Definition of default

For internal credit risk management, the Group considers an event
of default occurs when information developed internally or
obtained from external sources indicates that the debtor is
unlikely to pay its creditors, including the Group, in full (without

taking into account any collaterals held by the Group).

Irrespective of the above, the Group considers that default has
occurred when a financial asset is more than 90 days past due
unless the Group has reasonable and supportable information to
demonstrate that a more lagging default criterion is more

appropriate.

(iii) Credit-impaired financial assets

A financial asset is credit-impaired when one or more events that
have a detrimental impact on the estimated future cash flows of
that financial asset have occurred. Evidence that a financial asset is

credit-impaired includes observable data about the following events:
(a) Significant financial difficulty of the issuer or the borrower;
(b) A breach of contract, such as a default or past due event;
(c) The lender(s) of the borrower, for economic or contractual
reasons relating to the borrower’s financial difficulty, having
granted to the borrower a concession(s) that the lender(s)

would not otherwise consider; or

(d) It is becoming probable that the borrower will enter

bankruptcy or other financial reorganisation.
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(iv) Write-off policy

The Group writes off a financial asset when there is information
indicating that the counterparty is in severe financial difficulty
and there is no realistic prospect of recovery, for example, when
the counterparty has been placed under liquidation or has entered
into bankruptcy proceedings. Financial assets written off may still
be subject to enforcement activities under the Group’s recovery
procedures, taking into account legal advice where appropriate. A
write-off constitutes a derecognition event. Any subsequent

recoveries are recognised in profit or loss.

(v) Measurement and recognition of ECL.

The measurement of ECL is a function of the probability of
default, loss given default (i.e. the magnitude of the loss if there is
a default) and the exposure at default. The assessment of the
probability of default and loss given default is based on historical
data adjusted by forward-looking information. Estimation of ECL.
reflects an unbiased and probability-weighted amount that is
determined with the respective risks of default occurring as the

weights.

Generally, the ECL is the difference between all contractual cash
flows that are due to the Group in accordance with the contract
and the cash flows that the Group expects to receive, discounted

at the effective interest rate determined at initial recognition.

Interest income is calculated based on the gross carrying amount
of the financial asset unless the financial asset is credit impaired,
in which case interest income is calculated based on amortised

cost of the financial asset.

The Group recognises an impairment gain or loss in profit or loss
for all financial instruments by adjusting their carrying amount,
with the exception of trade receivables and contract assets where
the corresponding adjustment is recognised through a loss

allowance account.

Derecognition of financial assets

The Group derecognises a financial asset only when the
contractual rights to the cash flows from the asset expire, or when
it transfers the financial asset and substantially all the risks and

rewards of ownership of the asset to another entity.

On derecognition of a financial asset measured at amortised cost,
the difference between the asset’s carrying amount and the sum of
the consideration received and receivable is recognised in profit

or loss.
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Financial liabilities and equity

Classification as debt or equity

Debt and equity instruments issued by a group entity are classified
as either financial liabilities or as equity in accordance with the
substance of the contractual arrangements and the definitions of a

financial liability and an equity instrument.

Equity instruments

An equity instrument is any contract that evidences a residual
interest in the assets of an entity after deducting all of its
liabilities. Equity instruments issued by the Company are

recognised at the proceeds received, net of direct issue costs.

Financial liabilities

All financial liabilities are subsequently measured at amortised
cost using the effective interest method or at FVTPL.

Financial liabilities at amortised cost

Financial liabilities (including trade and other payables) are
subsequently measured at amortised cost, using the effective
interest method.

Derecognition of financial liabilities

The Group derecognises financial liabilities when, and only when,
the Group’s obligations are discharged, cancelled or have expired.
The difference between the carrying amount of the financial
liability derecognised and the consideration paid and payable is

recognised in profit or loss.

Changes in the basis for determining the contractual cash

flows as a result of interest rate benchmark reform

For changes in the basis for determining the contractual cash
flows of a financial asset or financial liability to which the
amortised cost measurement applies as a result of interest rate
benchmark reform, the Group applies the practical expedient to
account for these changes by updating the effective interest rate,
such change in effective interest rate normally has no significant
effect on the carrying amount of the relevant financial asset or

financial liability.
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A change in the basis for determining the contractual cash flows
is required by interest rate benchmark reform if and only if, both

these conditions are met:

* The change is necessary as a direct consequence of interest

rate benchmark reform; and
* The new basis for determining the contractual cash flows is
economically equivalent to the previous basis (i.e. the basis
immediately preceding the change).

Related parties

A related party is a person or entity that is related to the Group.

(a) A person or a close member of that person’s family is related

to the Group if that person:
(i) Has control or joint control over the Group;
(i1) Has significant influence over the Group; or

(iii) Is a member of the key management personnel of the

Company or of a parent of the Company.

(b) An entity is related to the Group (reporting entity) if any of the

following conditions applies:

(i) The entity and the Company are members of the same
group (which means that each parent, subsidiary and

fellow subsidiary is related to the others).

(ii) One entity is an associate or joint venture of the other
entity (or an associate or joint venture of a member of a

group of which the other entity is a member).
(iii) Both entities are joint ventures of the same third party.

(iv) One entity is a joint venture of a third entity and the

other entity is an associate of the third entity.

(v) The entity is a post-employment benefit plan for the
benefit of employees of either the Group or an entity
related to the Group. If the Group is itself such a plan,

the sponsoring employers are also related to the Group.

(vi) The entity is controlled or jointly controlled by a person
identified in (a).
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(vii) A person identified in (a)(i) has significant influence
over the entity or is a member of the key management

personnel of the entity (or of a parent of the entity).

(viii) The entity, or any member of a group of which itis a
part, provides key management personnel services to

the Company or to a parent of the Company.

4. KEY SOURCES OF ESTIMATION UNCERTAINTY

The key assumptions concerning the future, and other key sources
of estimation uncertainty at the end of the reporting period, that
have a significant risk of causing a material adjustment to the
carrying amounts of assets and liabilities within the next financial

year, are discussed below.

(a) Provision of ECL for trade and bills receivables, and other

receivables

The loss allowances for trade and bills receivables, and other
receivables are based on assumption about risk of default and
expected loss rates. The Group use judgment in making these
assumptions and selecting the inputs to the impairment
calculation, based on the Group’s historical default rates, internal
credit assessments, existing market conditions as well as

forward-looking estimates at the end of each reporting period.

The provision of ECL is sensitive to changes in estimates. The
information about the ECL and the Group’s trade and bills
receivables, and other receivables are disclosed in Notes 16 and
19 respectively and Note 28(b) for credit risk and impairment

assessment.

During the year ended 31 December 2022, the provision of ECL.
for trade and bills receivables was approximately RMB7,827,000
(2021: RMB381,000) (Note 16).

(b) Property, plant and equipment and depreciation

The Group determines the estimated useful lives, residual values
and related depreciation charges for the Group’s property, plant
and equipment. This estimate is based on the historical experience
of the actual useful lives and residual values of property, plant and
equipment of similar nature and functions. The Group will revise
the depreciation charge where useful lives and residual values are
different to those previously estimated, or it will write-off or
write-down technically obsolete or non-strategic assets that have

been abandoned or sold.
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During the year ended 31 December 2022, the depreciation of A= T~ 4+ " H =+ —HEE . gEMH

property, plant and equipment was approximately RMB151,000 I B A A AR 151,00000 (& - —4F: AR
(2021: RMB201,000) (Note 15). #201,00070)  (RE15) o
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5. REVENUE

(a) Disaggregation of revenue from contracts with customers:

frE IR Mt

NOTES 70 THE CONSOLIDATED FINANCIAL STATEMENTS

5. A

(a) HEFFATHRARBARIE:

2022 2021
A —E T
RMB’000 RMB’000
ANE¥TIT ARWTIT
Type of service ﬂﬁw
Provision of post launch market research, PRAt BT SRR IR
medical market services (the “PM services™) B BRI E TGN ( “BENGRE ) 13,090 83,601
13,090 83,601
Timing of revenue recognition W\ TR
Ata point in time rilisdk 13,090 83,601
Over time — BTN - -
Total =i 13,090 83,601

(b) Performance obligations for contracts with customers

Provision for PM services

The Group provides PM services to customers under fixed-price
contracts. The performance obligation of the Group includes
delivery of market research plan in a single reporting package.
Revenue from the provision for PM services is recognised at a
point in time when the customer has accepted and approved the

reporting package.

(c) Transaction price allocated to the remaining performance
obligation for contracts with customers

The Group has applied the practical expedient of HKFRS 15 to
its contracts for provision for PM services such it does not
disclose information about the aggregate amount of transaction
price allocated to the performance obligations that are unsatisfied
as of the end of the reporting period under the aforesaid contracts

that had an original expected duration of one year or less.

6. SEGMENT INFORMATION

Operating segments are identified on the basis of internal reports
about components of the Group that are regularly reviewed by
the chief operating decision maker (“CODM”), being the
executive directors of the Company, in order to allocate

resources to segments and to assess their performance.

The CODM reviews the overall results and financial position of
the Group as a whole based on the same accounting policies as
set out in note 3. Accordingly, the Group has only one operating

segment.
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Geographical information

The Group's business is primarily operated in the PRC. All of the
Group's revenue is attributable to customers in the PRC.

An analysis of the carrying amount of segment assets by

geographical area in which the assets are located has not been
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HREE,

AT 2R A T A . AR PR AR B
B

PP 7 B EE S A e r B, I B 52 91 42 T O A S o
T 7R EE R I (AT -

presented as they are all located in the PRC.

Information about major customers

Revenues from customers of the corresponding periods

FEEPRH

o A SR G B

contributing over 10% of the total sales of the Group are as

follows:

FE109% LB R P A IR

2022 2021
RMB ’O(E) RMB ’0@
NEHETTT NEHT T
Provision of PM services to AL PTIR B IRARES . BRIRIFST.
Customer A BEIEMERTEREGEFA 9,618 9,192
Provision of PM services to EA PR EEERIRE. RS
Customer B B ERTTR IR R BB - 25,413
Provision of PM services to Bt FTHREEERIRE. R
Customer C RS ERTERELEC - 33,019
Provision of PM services to Bt FTHREEERIRE. R
Customer D ERRGAERTSRERE D 2,415 -
7. OTHER INCOME 7. FABBA
2022 2021
RMB ’0@ RMB ’0@
AE¥TTT ARETT
Bank interest income SRATR B 42 22
Interest income on financial assets at FVTPL A A EEFE NS IEER A 160 408
Others HAth 46 1
248 431
8. FINANCE COSTS 8. MBEH
2022 2021
RMB’000 RMB’000
NEHETIT NEHTTT
Interests on bank borrowings S TEFRE - 15
Interests on amount due to a director, Mr. Guo Xia JERI R E oA E R B 17 -
17 15

TEEBEREEBARLR
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9. (LOSS)/PROFIT BEFORE TAXATION 9. FRERRT (1) /mEF)
(Loss)/profit before taxation is arrived at after charging: BRASRT (BIR) AmA R T Y S TES R
2022 2021
RMB’000 RMB’000
NEHETIT NEHT T
(a) Staff costs (including directors’ emoluments as [(3)] EI%I(@%?]J‘{‘/WEJO
disclosed in note 10) WiEz FE)
Salaries, bonuses and other benefits g, B NHAMET 4,191 5108
Contributions to defined contribution retirement plans SENHEGE RS FI R 1,188 1,657
Share-based payment expenses LA A i et s <s Sy 2,137 572
7,516 7337
(b) Other items OE=5/2 )=
Auditor’s remuneration e il 680 820
Bad debt written off SRR IREE - 6,500
Depreciation of property, plant and equipment HE—VZE. BERE 151 201
Impairment losses under expected credit loss model, TR SR T R EE 2R,
net of reversal AR R 7,827 381
Listing expenses A - 2,972
Cost of services B R A 7,347 19,744
Expenses relating to short-term leases (Note) HEESFABMIEZED 401 534
Note: F=E:

During the years ended 31 December 2022 and 2021, one of the ~ TEAE _—FE - FM_F - —F+_F =+—HHH, H
short-term leases of office rental was entered with a director of e R A B HE S RIEA T ERH I E o5 .
the Company, Mr.Guo Xia.
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10. DIRECTORS' EMOLUMENTS

10. EEBE

Director’s emoluments disclosed pursuant to GEM Listing Rule and

section 383 of the Hong Kong Companies Ordinance as follows:
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EEMSRIBRIENGES LTTRAIREE CAREFD> #3830
BT

Salaries, allowances and

Contributions to
defined contribution

Directors’ fees benefits in kind retirement plans Share based payments Total
EEE e, HRRET BREHEK G b A
2022 2021 2022 2021 2022 2021 2022 2021 2022 2021
ECTE CETF ZECoE ZEZo - ZEoo8 —Eo—% B TF ZET— it St S S
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
ARBTT AR#TT AEBTT ARBTT ARBTT AEWTT AR¥FT ARBFT ARETT AR#TT
Executive directors
Mr. GUO Xia
E Sk 725 725
Dr. SONG Xuemei
REHR - - 186 179 88 81 13 287 260
Non-executive directors
Mr. SU Yi (resigned on 27 June 2022)
IS (SRS FSHHRERD 4 - 4
Ms. ZHANG Li (appointed on 27 June 2022)
FELE (ROECCEAATHERERD : 130 10 140
Independent non-executive directors
Dr. NI Binhui
gL
Mr. QIU Rui
s
Mr. ZHEN Ling
s
316 179 98 81 742 1,156 260

The executive directors’ emoluments shown above were mainly
for their services in connection with the management of the

affairs of the Company and the Group.

The non-executive directors’ emoluments shown above were
mainly for their services as directors of the Company or its

subsidiaries.

The independent non-executive directors’ emoluments shown

above were for their services as directors of the Company.

There were no arrangements under which a director waived
or agreed to waive any emoluments in respect of the year
ended 31 December 2022 (2021: Nil). During the years ended
31 December 2022 and 2021, no emoluments were paid by
the Group to the directors of the Company as an inducement
to join or upon joining the Group, or as compensation for loss

of office.

IR T I A T < T A ST (T R AL R AR
HEA BRI -

LIRS TE R RIS B A A B B A
)RR IR S

LR A T I R AR W RS ] A

AT 45 S R % A=
LRSS (CF T D - BE
CEC LAt ARCE A= H
AAERE, A S L A A TS R RTINE (EA A
AR AT IS, oA
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11. INDIVIDUALS WITH HIGHEST EMOLUMENTS

Of the five individuals with the highest emoluments, two (2021:
one) individuals are directors whose emoluments are disclosed
in note 10. The aggregate of the emoluments in respect of the
remaining three (2021: four) individuals are as follows:

AT T

NOTES 70 THE CONSOLIDATED FINANCIAL STATEMENTS

1B EHWA L

AREEE A B B L s (BT 1)
BFH MEZME CH AR, BN (F
fafn) mmI AL Z ST

2022 2021

RMB’000 RMB’000

PN PN e

Salaries, bonuses and other benefits e Mg NHAEF 660 1,131
Contributions to defined contribution retirement plans FEHFOR RS TR 101 227
Share-based payment DAy S5 T 5 26 -
787 1,358

The emoluments of the three (2021: four) individuals with the
highest emoluments are within the band of HKS$Nil to
HK$1,000,000 (equivalent to approximately RMB858,000
(2021:RMB830,000) ) in both years.

12. INCOME TAX EXPENSE

(a) Taxation in the consolidated statement of profit or loss and

other comprehensive income represents:

EEWEERE, ZEFMsA (B —F 4 ) B
BB ZE S o0 B A E N (AE RN RE
858,0007C (—FE—4 . AR#Fs30,000) ) -

12. FrisiREmH
(a) MR ARG M HA R TE W A A 2 FR A -

2022 2021
RMB’000 RMB’000
ANRHETTT ANRHETTT

Current tax — PRC Enterprise Income Tax REFRIE - #ﬁﬁ*ﬂfm
Provision for the year AR - 6,196
Income tax expense FiiefEr H - 6,196

No provision for Hong Kong Profits Tax has been made as the
Group had no estimated assessable profits for the year ended 31
December 2022 (2021: Nil).

Provision for PRC Enterprise Income Tax for the Company and
its subsidiaries is calculated based on the Enterprise Income Tax
Law of the People's Republic of China (“EIT Law of the PRC ™).
The Group is subject to a tax rate of 25%. Some subsidiaries of
the Company are eligible for tax incentives due to their location
and industry. These subsidiaries are subject to a preferential tax
rate of 15%. A subsidiary of the Group was approved and
certified by relevant authorities as “High and New Technology
Enterprises” and is entitled to a preferential EIT rate of 15% for
the years ended 31 December 2022 and 2021.
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(b) Reconciliation between tax expense and accounting

(loss)/profit at applicable tax rates:

2022 EHR&

2022 ANNUAL REPORT
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For the year ended 31 December 2022

(b) HRFTEAFIESFSL R GwT (B1R) Aifl:

2022 2021

e St TR

RMB’000 RMB’000

ARKETITT ARKETT

(Loss) / profit before taxation BRRT (E1R) /R (15,826) 42,521
Notional tax on (loss)/profit before taxation, calculated at Fosootd TR AT E 2 TR A 2 R TE

the applicable tax rate of 25% (3.957) 10,630

Tax effect of expenses that are not deductible for tax purpose AN BJ FHE HI B s o/ 2% 3216 2,305

Preferential income tax rates applicable to subsidiaries LN YAl S C eSS - (6,074)

Tax effect of unused tax losses not recognised ﬁﬂiﬁﬁ;ﬂ@ﬂq TR R 741 -

Tax effect of utilisation of tax losses not recognised Fﬁfﬁ%@géﬁﬁ@ﬁqﬁw - (665)

Income tax for the year AEEJE B - 6,196

(c) Deferred tax not recognised:

At the end of the reporting period, the Group had unused tax
losses of approximately RMB3,087,000 (2021: RMB123,000)
available to offset against future profits. No deferred tax asset
has been recognised due to the unpredictability of future profit
streams. Pursuant to the relevant laws and regulations in the
PRC, the unused tax losses incurred by the Company and PRC
subsidiaries can be carried forward for a period of five years.

Other tax losses may be carried forward indefinitely.

Under the EIT Law of PRC, withholding tax is imposed on
dividends declared in respect of profits earned by PRC
subsidiaries to foreign investore from foreign investore
enterprises from 1 January 2008 onwards. Deferred taxation has
not been provided for in the consolidated financial statements in
respect of temporary differences attributable to accumulated
profits of the PRC subsidiaries amounting to approximately
RMB158,756,000 (2021: RMB168,825,000) as the Group is able
to control the timing of the reversal of the temporary differences
and it is probable that the temporary differences will not reverse

in the foreseeable future.

(c) I AHEE R M SER T

AREIR, REEAK AR 087,00000 (TR T —4E:
AN BHF123,0007T) AW BT B 18 WS Aok Fl. R
AACFIE A A T TR | R bt ST e 0 S T ¥

R4 R B A B IR, A B R AP B 14 ] A ) Al
FARTE AR AW A . AR TE R 1R P IR A

R R EAZE AR, AR F/NFE—H—Hi, it
B T/ Bl A1 v 9% e A SESE A5 1) R 1) D v PR R A IR S
WS He. Rt Z R A MR BT HREO AR
#5158,756,0007C (= FE - —F: ARH168,825,00070) A
8 FILAG N I A AP R 25 A B [ R A s o I e 1 2 L S e 1)
FepfH], R et 22 B A T TE R AR AR o] RE A i

TEEBEREREBEABFRALAIZ
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13. (LOSS)/EARNINGS PER SHARE

The calculation of the basic and diluted (loss)/earnings per share

is based on the following:

AT T

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

13. 8% (FEHR) 8P

FREEARP LA (BT /R EEET:

2022 2021
RMB’000 RMB’000
N BT IT N BHETIT
(Loss)/Earnings (E18) 1&BR
(Loss)/Earnings for the purpose of calculating the SHEEAGH (BH) MK
basic and diluted (loss)/earnings per share (BB Mz (15,826) 36,325
2022 2021
Number of Shares’000 Number of Shares’000
BT BT
Number of shares e
Weighted average number of ordinary shares for the S EEAAERR I 250
purpose of calculating basic earnings per share TR S 995,352 995,352
Weighted average number of ordinary shares for the S R S R
purpose of calculating the basic and diluted earnings HIRE S 995,352 995,352

per share

The computation of diluted earnings per share does not assume
the exercise of the Company's share options because the exercise
price of those share options was higher than the average market
price for shares for both 2022 and 2021.

14. DIVIDEND
No dividend was paid or proposed for ordinary shareholders of

the Company during 2022, nor has any dividend been proposed
since the end of the reporting period (2021: Nil).
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15. PROPERTY, PLANT AND EQUIPMENT 15. 903K OB Bt
Leasehold Machinery and CQHSUUCtiOH
improvements equipment in progress Total
RS B RHRE EETR &t
RMB’000 RMB’000 RMB’000 RMB’000
ARWTIT ARWTIT  ARETT ARWKETT
COST:
At 1 January 2021
woE - —#—H—H 1,126 17,578 46 18,750
Disposal of a subsidiary
HITB AT RE ®) - - ®)
At 31 December 2021 and 1 January 2022
A St S S s e S e S R 1,121 17,578 46 18,745
Written off
RE (1,121) - - (1,121)
At 31 December 2022
woE - —E+ T A =+—H - 17,578 46 17,624
ACCUMULATED DEPRECIATION:
Rt
At 1 January 2021
woE - —F—H—H 1,121 15,878 - 16,999
Charge for the year
AEERE - 201 - 201
Disposal of a subsidiary
ﬁﬁ‘ﬁ%é&?éﬁfﬁﬁ &) - - ®
At 31 December 2021 and 1 January 2022
WoEC A+ —HECE T —H—H 1,116 16,079 - 17,195
Charge for the year
AEERE 5 146 - 151
Written off
RE (1,121) - - (1,121)
At 31 December 2022
poE T EF T A =+—H - 16,225 - 16,225
CARRYING AMOUNTS:
At 31 December 2022
wWoECELTA=+—H - 1,353 46 1,399
At 31 December 2021
WoE-—HE+"H=+—H 5 1,499 46 1,550

EBAR~XAD
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16. TRADE AND BILLS RECEIVABLE 16. B 5} RO R
2022 2021
S T
RMB’000 RMB’000
ARBT T ANEBT T
Trade and bills receivables 7 M S B TR 24 117,032 128,894
Less: allowance for credit losses I Ry (8,208) (381)
108,824 128,513

Reconciliation of loss allowance for trade and bills receivables:

5 RN SN S48 e FR R A ) B

2022 2021

—EF-— x5

RMB’000 RMB’000

ANRHFTT ANRHFTT

At 1 January w—H—H 381 -
Increase in loss allowance for the year AR FER AR B R 7,827 381
At 31 December W+ —H=+—H 8,208 381

At 1 January 2021, trade and bills receivables from contracts

with customers amounted to approximately RMB86,056,000.

Included in trade receivables of the Group as at 31 December
2022 is the trade receivable from related companies of
approximately =~ RMBS50,839,000  (2021:  approximately
RMB51,159,000), which is unsecured, interest-free and bears
normal commercial terms as other trade debtors. The related
companies are entities in which a director and a controlling
shareholder of the Company, Mr. GUO Xia, has significant
influence.

The Group does not hold any collateral over the trade and bills
receivables.

(a) Ageing analysis

The Group normally grants 180 days (2021: 180 days) credit
period to its customers since the invoice date. The bills
receivable as at 31 December 2022 are non-interest bearing bank
acceptance bills and commercial acceptance bills and are
normally aged within 12 months. The Group seeks to maintain
strict control over its outstanding receivables and overdue
balances are reviewed regularly by management.
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EoE T —FE—H—H, KBEZFHERNES ERE
TH I E B 40 A N 8 6,056,0007C -

RS H, REENE S RGP
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wr, W EA HALE 2 E E‘%AE’JE%ﬁ%ﬁWAO B 2
AN EI S RS RIORSRE e A E AR ME.
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As of the end of the reporting period, the ageing analysis of trade
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TR S R B SRR R T 4 < PR, #5088 5

and bills receivables, based on the invoice date, is as follows: , TR
2022 2021
TR AR e S
RMB’000 RMB’000
NEHETIT ANRHETIT
Within 6 months 6l AN 6,681 33,561
7 to 12 months TE1248 A 3,680 38,140
13 to 18 months 13Z 18/ A 26,697 32,054
19 to 24 months 19%24{f A 33,140 15,350
25 to 30 months 25Z 3018 A 23,696 9,789
31 to 36 months 31E36fE H 15,350 -
Over 36 months Hifm36 A 7,788 -
117,032 128,894

(b) The Group applies the simplified approach under HKFRS 9
to provide for expected credit losses for all trade and bills
receivables. To measure the expected credit losses, trade and

(b) ARG SR E B B o R RIS oM LE IR T 3%,
HITH LR EYGOH, UstRERGERIRK. &7
RN EIRA, H5MERBIGIEC R R RF

bills receivables have been grouped based on shared credit risk FH B R O B R SO T . TS BB R R
characteristics and the days past due. The expected credit losses HTHEPE ) B L.
also incorporate forward looking information.
witin 6 7-12 13-18 19-24 2530 over 30
Current months months months months months months Total
Har AEAR 7-2MF 13-18fEH  19-24M8F  25-30fH iz A =i
2022 —ET AR
Expected loss rate HdeR 244%  394%  429%  516%  591%  9.88% 2730% = 7.01%
Trade and bills receivable B 5 FEWIEZ BN 6,681 3,680 26,697 33,140 23,696 15,350 7,788 117,032
(RMB’000) FEHOARETID
Loss allowance TR R 163 145 1,146 1,711 1,401 1,516 2,126 8,208
(RMB’ 000) (ARH#ETIT)
2021 I i 0
Expected loss rate HAER 032%  0.00%  0.00%  1.61% N/A N/A NA  030%
Trade and bills receivable &5 JEILIEZ BN 93,877 26,988 2,927 5,102 - - - 128,894
(RMB’000) FEHOARETID
Loss allowance RS ERAY 299 - - 82 - - - 381
(RMB’ 000) (ARH#ETIT)

TEEBEREBEBAERQAIT
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17. CONTRACT COSTS 17. 8 RABA
2022 2021
HE-F HE_F—F
+—-H=+H —HA—H
RMB’000 RMB’000
PN i PN i

Costs to fulfill contracts

BTG RIS R RA 32,916 24,481

Costs to fulfill contracts with customers, mainly service fees to
third parties are capitalised as contract costs because the Group
expects to recover these costs. Capitalised contract costs are
recognised as part of cost of services in the consolidated profit or
loss in the period in which revenue from related services

recognised.

18. TRADE DEPOSITS PAID

Trade deposits paid represented guarantee deposits paid to
customers in connection with service agreement signed for the

provision of PM services and will be refunded upon satisfaction of

contract terms.

19. PREPAYMENTS AND OTHER RECEIVABLES

Details of the prepayments and other receivables are as follows:

BT P RET A R AR, R RS =07 TR R
BEWEAMS SR, B ARG E L 5
Ao BAME G A FEREREAR B R B B, (2
PR B 2 e 2 AR AR ) — 70

18. TSR 4

TANSEB G T2 P A B R B B R R B R
RGE BB e AT B T 45 R B T I IR s [ ) s

BALAFAESNE S R

RARIRIR -

19. FEATRR B At EORK

TR HAb R T -

2022 2021
RMB’000 RMB’000
PN PN
Prepayments FEATER (a) 22,344 18,601
Advances to staff for business trips B T ERE 11 330
Amounts due from directors e T () - 220
Other receivables HoAth BN IH 61 1,806
22,416 20,957

(a) Prepayments (a) TAFTERSX

The prepayments mainly represent the prepayments made by the
Group in relation to projects undertaken. The comparative figure
has been reclassified in order to conform with current year’s

presentation.
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(b) Amounts due from directors (b) W EEZIH

The amounts due from directors, disclosed pursuant to section  ARIEFEIE A EMEE] F383E 2 ERHARIZEINT :
383(1)(d) of the Hong Kong Companies Ordinance, are as follows:

Maximum amount
outstanding during the year

A A BB 4k

Asat 31 December 2022 Asat 31 December 2021 EE[ $E§ '_J%A

S S W E T 4R 2022 2021

+ZH=+—H +ZH=1+—H - S AR

Name of director RMB’000 RMB’000 RMB’000 RMB’000

EEH A AREETIC AREETIT AR AR

Mr. GUO Xia - 31 31 31

FRE AL

Dr. SONG Xuemei _ 189 189 189
KIS

- 220 220 220

The amounts due from directors are non-trade related, unsecured, RN ZE 2 TE S, 2 R M IEAN ISR EMEE .
interest-free and repayable on demand.

20. FINANCIAL ASSETS AT FAIR VALUE THROUGH 20, DA AREER R H S A PR SHEE
PROFIT OR LOSS

2022 2021

RMB’000 RMB’000

ARHETIC AR

Other financial assets HAth g mniseE 8,010 5,660

The Group’s other financial assets represent financial products B 1 < R A SR TR T R R S B . B R
issued by banks, with short maturities. The investments in & nh 3R BIERIRRERR ReiZ A o B A S 5 AR R B E
financial products are classified as financial assets at fair value R RS IR RS R A A EEFSE. AFEFRTS
through profit or loss at initial recognition and measured at fair BRI AR 2 o MR I B R I (E (-

value at the end of the reporting period. The directors of the

Company consider the fair value of the financial products

approximate to the carrying amount.

TEEBEREREBEBARLAI
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21. CASH AND CASH EQVIVALENTS

Cash and cash equivalents comprise cash on hand and bank
balances. Bank balances carried interest at prevailing market
interest rates which were ranging from 0.3% to 2.25% per annum
(2021: 0.3% to 2.59% per annum) as at 31 December 2022.

As at 31 December 2022, the bank and cash balances of the
Group denominated in RMB amounted to approximately
RMB4,052,000 (2021: RMB11,362,000). Conversion of RMB
into foreign currencies is subject to the PRC’s Foreign Exchange

Control Regulations.

AR M

NOTES 70 THE CONSOLIDATED FINANCIAL STATEMENTS

21. HERBESEY

HeEMHSSEY R FEPESME TR, 2%
oA E—H, SRS TSRS R,
SEF R0 3%E2.25% (BT FEFFK 3L
2.59%) .

HEZ- "+ A=+—H, AERIEARKEIEN
ST MBS B R4 052 00000 (R -4 AR
#11,362,00070) - ARMETTHEIMNE T, EBRPRINEE
BT To

22. TRADE AND OTHER PAYABLES 22. A B B SR B A BB kR
2022 2021
e S ZFE
Note RMB’000 RMB’000
liEs AR T AR T
Trade payables g B REIEkTE (a) 5,784 7,095
Litigation claims payables FEAT R AR RS 1 (b) 452 296
Accrued staff costs, welfare and benefits J@%{‘EI@ZZ& Eﬂﬂlﬁﬂ 991 1,470
Value-added tax and sundry taxes payable  JE{HEEE T 5 H b FiTH 2,842 3,725
Other payables HoAth S (©) 3,505 2,638
13,574 15,224

All of the trade and other payables are expected to be settled or
recognised as income within one year or are repayable on

demand.
(a) Ageing analysis

As of the end of the reporting period, the ageing analysis of trade
payables, based on the invoice date, is as follows:

JIA L5 R FEAU T AT IR TR B e L 4F P9 52 (T BB 2

(a) BRI AT
TR AR B2 B30 2 MR 8 52 AT

2022 2021

—E - R

RMB’000 RMB’000

ANRHETIT ANRHETIT

Within 30 days 30HW 492 2,580
31 days to 90 days 31HZEle0H 105 145
91 days to 365 days 91 H#365H 450 3,440
Over 365 days 365K 4,737 930
5,784 7,095
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The comparative figure has been reclassified in order to conform
with current year’s presentation.

(b) A service provider filed a lawsuit against the Group, alleging
that it is entitled to the fee for the service provided. The amounts
provided mainly represented the outstanding claim payable to
plaintiff.

(c) Included in other payables of the Group as at 31 December

2022 EHRE

2022 ANNUAL REPORT
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7y T EASERE M FIRAE B, BB AT TR

(b) —F B O AL, R C AT
ORI AR C R AR R AR E R WU
GEEiET

(0 BME—FT-HFET-HA=1—H, SEAMEMTIRE

2022 are the amount due to non-executive director, Ms. ZHANG TERI N R ses1, OOOfE(Z%#Qﬁ )E’]J@ﬁ'ﬂkﬁﬁ?ﬁggﬁ
Li, of approximately RMB681,000 (2021: nil), which is %ﬁi (&2 CEE ZiREIN “M&Twﬁﬁguﬁﬁﬁﬁ
unsecured, interest-free and repayable on demand and the %i?lggflﬁéﬁ HIES A N B 1 ,266,000T7C (T T —4E
amount due to executive director, Mr. Guo Xia, of approximately ) | HHIEHEMEEGDY, HEFARL1wEE, ERF
RMB1,266,000 (2021: nil), which is unsecured, bearing interest :Eﬁ/\ﬂ =+—H/HEIE.
at 1% p.a. and repayable on 31 August 2023.
23. CONTRACT LIABILITIES 23. AR
2022 2021
RMB’000 RMB’000
PN PN
Provision of PM services PR 215 1,014 1,014

As at 1 January 2021, contract liabilities amounted to

approximately RMB1,161,000.

Contract liabilities represent the deposit amounts received from
certain customers at the requests of the Group when they place
confirmed orders for the Group’s services. Approximately nil of
the contract liabilities as at 1 January 2022 (2021: RMB1,161,000)

has been recognised as revenue during the current year.

WoE - —E—H—H, SRAESHAREL161,0000T,

A ) B AR R i R e 25 S A I 1 B o A R T L

, DB EE M ) SR AP AR SRR B ) B . M E AR

*H HiERafamgd (—2 - —44: AR 161,000
), BEARFEEERSIA.

T EBREREBEARLXAI101
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24. SHARE CAPITAL 24, JEAs
2022 2021

Authorised: Number of Number of

S Shares’000 HKS$’000 Shares’000  HKS$’000
Ordinary shares of HK$0.1 (2021: HK$0.1) each J#e000 T #0000 v T

LERERIBT (T2 -—F: 018T)

At 1 January 2021, 31 December 2021 and 31 December 2022

R E[;H— B=4+—HR—FE - —#+_H=+—H 10,000,000 1,000,000 10,000,000 1,000,000
Issued and fully paid: Numbe’:r of , Numb?r of ,
BB T A S R Shares’000 RMB’000 Shares’000  RMB’000

" ; — e ; —

Ordinary shares of HK$0.1 (2021: HKig).l) each R AR L PSS

LERERIBT (T2 -—F: 018T)

At 1 January 2021, 31 December 2021 and 31 December 2022

R —E—H— E[lH“ B=t—HE B2 _FE+-H=+—H 995,352 88,906 995,352 88,906
All ordinary shares rank equally with regard to the Company’s FrE B A B RS E B A RSN .
residual assets.
25. EQUITY SETTLED SHARE-BASED PAYMENTS 25. BE2S A DA R s B

TRANSACTIONS

The Company has a share option scheme which was adopted on 20
June 2003 whereby the directors of the Company are authorised, at
their discretion, to invite employees of the Group, including
directors of any company within the Group, to take up options at
predetermined considerations to subscribe for shares of the
Company. Each option gives the holder the right to subscribe for

one ordinary share in the Company and is settled gross in shares.

(a) The movements and terms and conditions of the share

options are as follows:

Z!K/\—JﬁA47745E/\H THERM T IR RS,

FEREA A TR

AR RE, S ARERNE

(EFAEIEIE & o Uxiﬁf'ﬁﬁﬁ??ﬁ R R, DR

/\:JEI’JE%%

O R BB AR A TN — IR
BB, W DR T A .

(@) AR H 2 A o i B AA T 68 RO - AR S AR A A

2022: —FE
At 1 January Grant of share ~ Exercise of Cancellation/  At31 December
2022 options  share options Lapsed 2022
Grant date Exercise price Note A& WA AT T ss A -
REF Fr Firet —H—H +=H=+—H
30 June 2015 HK$0.45
2015-06-30 R4Sl (i) 10,850,000 - - - 10,850,000
24 March 2021  HK$0.504 .
2021-03-24 S04 (ii) 14,650,000 - - (120,000) 14,530,000
25,500,000 - - (120,000) 25,380,000
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2021: TR
At 1 January Grant of share  Exercise of Cancellation/ At31 December
2021 options  share options Lapsed 2021
Grant date Exercise price  Note =& —— N e WAt T s PR
FZREH 1A Fr Bk —H—H +=A=+—H
30 June 2015 HK$0.45
2015-06-30 WAL Q) 10,850,000 - - - 10,850,000
24 March 2021  HK$0.504 .
2021-03-24 IS0 441l (i) : 14,650,000 - - 14,650,000
10,850,000 14,650,000 - - 25,500,000
Notes: fRE:
(i) These options are exercisable in three trench with the maximum () ZEEAET S =M A=A =+

percentage of options exercisable with the periods commencing
from 30 June 2016 , 30 June 2017 and 30 June 2018 being 40%,
70% and 100% respectively. The options are valid and effective
until 29 June 2025. The vesting period of the share options is from
the date of grant until the commencement of the exercise period.

(i1) 320,000 options granted to the independent non-executive
directors of the Company are exercisable immediately from 24
March 2021. The remaining 14,330,000 options granted to other
persons are exercisable with the periods commencing from 24
March 2022 , 24 March 2023 and 24 March 2024 being 40%., 70%
and 100% respectively. The options are valid and effect until 23
March 2031. The vesting period of the share options is from the

date of grant until the commencement of the exercise period.

These fair values of share options with grant date of 24 March
2021 using the binomial model pricing model. The inputs into the

model are as follows:

Weighted average share price (HKS$) 0.475
Weighted average exercise price 0.504
Expected volatility 87.90%
Expected life (years) 10
Risk free rate 1.23%
Expected dividend yield 0%

Expected volatility was determined by calculating the historical
volatility of the Company’s share price over the previous 11.5

years.

The expected life used in the model has been adjusted, based on
the Group’s best estimate, for the effects of non transferability,

exercise restrictions and behavioural considerations.

No new share options were granted during the year ended 31
December 2022.

HxiigﬁiﬁH£+H&Z%QA$ﬁﬂz+Hu

. D AILA40%. 70% M 100% 22 AT AT B BERE I 20 EE
@mﬁﬁAT&% IR A T AN
TLH R O MmN RB AR T B2
Ak

(i) 1% PoalEsr IEFATEHE R 320,000 WD 5 2
—AE=H W HRTM. 57 E A RRER 14,330,000
R R F A . DR SRS
A+ HEM P04 = =00 5 W ) 55 5 540%
« 70% M 100% 7 E. AN E R =—F=H _+
=ZH. BRpENREBHAZ T HREETHEEES
1k

BTHMAZZ - —F = -+ H RN R EER
T —IEAER S E A R A A (BN T

DRSPS (D) 0.475
piji S SR R R | 0.504
THHER PR )R 87.90%
THHIS=S () 10
£ J ) =2 1.23%
T B 0%
TE B R T R AR A B IR AR 25 1 1 S A P

B HE Y

TR FR o B TE Iy AR AR Y AR A w1,
AR AT AR RN T 275 R A B AT T

ERE-FZ - FET A= HNEEN, BART
IS AR

TEEREELBAERASFI03
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(b) The number and weighted average exercise prices of share (b) TEIRRE 2 B SOMBE AT (R T

options that are exercisable are as follows:

2022 2021
Weighted average Number of Weighted average Number of
exercise price HK$ options  exercise price HK$ options
il HE IR 2 B H pilili ] MR B H
T (EE T (EE
Outstanding at the beginning of the year
AR R RALTE 0.481 25,500,000 0.45 10,850,000
Grant of share options
AT - - 0.504 14,650,000
Cancellation/lapsed
LG 0.504 (120,000) - -
Outstanding at the end of the year
=R = B AL 0.481 25,380,000 0.481 25,500,000
Exercisable at the end of the year
=R =t —H AT AT 0.469 16,854,000 0.452 11,170,000

The option outstanding as at 31 December 2022 had their weight- A —c e iy = e s & N b SR (R Y I )
ed average exercise price of HK$0.469 (2021: HK$0.452) and a FHEE A0 46070 (B —4F: J&045270) |, JNE
weighted average remaining contractual life of 5.78 years (2021: SPRIBREEIN 578 (ZRZ—4F: 7914F) .

7.91 years).

The Group recognised the total expense of RMB2,137,000 for REMERE T —F+HA=Z+—HWFEERERT
the year ended 31 December 2022 (2021: RMB572,000) in  HAA G T 1 B B M2 FI4EA 2 A\ RH62,137,0007C
relation to share option granted by the Company. (ZF 4 ARHES72,00000) .
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26. DISPOSAL OF A SUBSIDIARY 26. HEHBAT
During the year ended 31 December 2021 , the Company TEHE_F A= HW—FERN, ARERr
entered into agreements with independent third parties to W88 =Tk, RE LT AR,
dispose of its interests in a subsidiary.
Net assets at the date of disposal were as follows: AFEERBEHNFEENT
RMB’000
ANR¥TT
Property, plant and equipment Y. WS 5
Other receivables HAh ek 10
Net assets disposed REEEE 15
Gain on disposal of a subsidiairy ﬁEWE/\Wﬁme 18
Total consideration settled by cash HEE- LRSS 33
Net cash and cash equivalents inflow on disposal: B L K B Y AR
Cash consideration received REEHERA 33
27. CAPITAL RISK MANAGEMENT 27. BARRER
The Group’s primary objectives when managing capital are to ARG EAR) T E AR, R E A T
safeguard the Group’s ability to continue as a going concern, so JE K BEAHRR O e, DA MCREAR LA R AR A,
that it can continue to provide returns for shareholders and 47% e A B [ R K B RE D, AR T AR S R R R A [l
benefits for other stakeholders, by pricing products and services 75 AR S A B AR o AR ] P A B B4R

commensurately with the level of risk and by securing access to
finance at a reasonable cost. The Group’s overall strategy

remains unchanged from prior years.

The Group actively and regularly reviews and manages its
capital structure to ensure it is effective and optimises
shareholder returns, taking into consideration the future capital
requirements of the Group prevailing and projected capital

expenditure and projected investment opportunities.

In order to maintain or adjust the capital structure, the Group
may consider the amount of dividends paid to shareholders, the
return of capital to shareholders, the issue of new shares or

selling assets to reduce debt.

The Group assesses the total equity/deficiency presented on the
face of the consolidated statement of financial position for

capital management purposes.

The Group is not subject to any externally imposed capital
requirements. No changes were made in the objectives, policies
or processes for managing capital during the years ended 31
December 2022 and 2021.

7]‘5 ez aE.

R R N R ) A B AR, DU R A R
AR AR, 5 25 S8 2 A SR BU T AR A AR R
FITERT A AR S H DU TR R E i &

B VMRS ARG, AR T A i R A S A
B BB, WRRIREEAR. B BB E LI
IEH

AEESEREHE R, SEHGESHMERIFRTZ B
)M i/ s FRAR R

AR EAAZ R AT SRS ) E AR AR E R
CHEM SR ET A = HNEEN, EATED
FHR BoREiE A4,

TEEREBAERALII06
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28. FINANCIAL RISK MANAGEMENT AND FAIR 28 BiBEREERESWMTEZ ARME
VALUES OF FINANCIAL INSTRUMENTS
(a) Categories of financial instruments (a) RN T B2 451
2022 2021
RMB’000 RMB’000
ARETT AR
Financial assets: LR
Financial assets at fair value through profit or loss  LAZ fofE (RN AR 251 SRl 2 8,010 5,660
Financial assets at amortised cost DI ar i A2 e s 113,956 144,033
Financial liabilities: SREE
Financial liabilities at amortised cost DI e AR = M A A 10,732 11,499

(b) Financial risk management objectives and policies

The Group’s major financial instruments include financial assets
at FVTPL, trade and bills receivables, other receivables and
deposits, bank balances and cash, trade payables, other payables
and accruals. Details of these financial instruments are set out in
respective notes. The risks associated with these financial
instruments include market risks (currency risk, interest rate risk
and other price risk), credit risk and liquidity risk. The policies
on how to mitigate these risks are set out below. The
management manages and monitors these exposures to ensure
appropriate measures are implemented on a timely and

effectively manner.

Market risk

(i) Currency risk

The functional currency of the Group is RMB since the Group
operates in the PRC with all of the transactions and financial
instruments are denominated and settled in RMB. As a result,

there is no exposure to foreign currency risk.

(i1) Interest rate risk

As at 31 December 2022 and 2021, the Group did not hold any

assets and liabilities which are exposed to interest rate risk.

The Group currently does not have any interest rate hedging
policy. However, the management monitors interest rate
exposure and will consider hedging significant interest rate

exposure should the need arise.
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(iii) Other price risk

The Group is exposed to equity price risk through its
investments in financial products issued by banks. The
management manages this exposure by maintaining a portfolio

of investments with different risks.

Sensitivity analysis

The sensitivity analyses below have been determined based on
the exposure to equity price risks on financial products issued by

banks at the reporting date:

If the prices of the respective financial products issued by banks
had been 10% (2021: 10%) higher/lower, the post-tax loss
(2021: profit) for the year ended 31 December 2022 would
decrease/increase (2021: increase/decrease) by approximately
RMB&801,000 (2021: RMB566,000) as a result of the changes in
the fair value of financial assets at FVTPL.

Credit risk and impairment assessment

Credit risk refers to the risk that the Group’s counterparties
default on their contractual obligations resulting in financial
losses to the Group. The Group’s credit risk exposures are
primarily attributable to trade and bills receivables, bank
balances and other receivables and deposits. The Group does not
hold any collateral or other credit enhancements to cover its

credit risks associated with its financial assets.

(i)Trade receivables

The Group has concentration of credit risk as 42% (2021: 43%)
and 93% (2021: 96%) of the total trade receivables was due from
the Group’s largest customer and the five largest customers

respectively.

The Group has concentration of credit risk by geographical
location as the entire balance of its trade receivable as at 31
December 2022 and 2021 were in the PRC.

The Group applies the simplified approach to provide for
expected credit losses prescribed by HKFRS 9, which permits
the use of the lifetime expected credit loss provision for all trade
receivables. To measure the expected credit losses, trade
receivables have been grouped based on shared credit risk
characteristics. The Group has performed historical analysis and
identified the key economic variables impacting credit risk and
expected credit loss. It considers available reasonable and

supportive forwarding-looking information.

2022 EHR&
2022 ANNUAL REPORT
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(i) A (B g

SR R A S SR AT AT Y < R i AR T A SR
JEE . R R AR A BN R B A A A
B iE A -

PUN B SRR e A AR AR H O SRA T 38T R e i 1Y
P SR (A TRt L I AR E

IR AR TR T I A A EE L R (E RS B R R 0% (2R
—4E 10%) , BE_FE -+ A=+ —HIEEER
MpEA (22— FE) EEA REESZERS
R R DA (B W) A
FifEso1,0000C (&4 A BEHE566,00000)

1 P BRI AR A

e B AR AR 1 5 2 7 AR AT H A IR 2 B2 A
SR I R R R B - AR SR 1R R Tk B e
H O M BN R . SRATRR AR AL IENGRIE R A7 AR
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REE ARG R, B5E S BN OEE R 42%
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(i1) Bills receivables

The credit risk associated with bills receivables, which are all
bank acceptance drafts, is limited because the accepting bank
will cash the bills unconditionally when the Group presents

these bills on due dates.

(iii) Other receivables and deposits

The credit risk on other receivables is also limited because of the
historical settlement record, past experience, and also
quantitative and qualitative information that is reasonable and

supportive forward-looking information.

(iv) Bank balances

The credit risk of the Group on liquid funds is limited because
the majority of the counterparties are banks with good

reputation.

The Group’s internal credit risk grading assessment comprises

the following categories:

A TSR At
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(ii) MEW =

BB EEYE (W AMRTRTIEE) A B RS R A TR
EI’J R 2 A SR AR 2] H s St 2R s, AR ST eRA TS
SR M IR
(iii) HAb UL IR 172X

Fb BN A5 R A R, R R T . 18

iﬁ ) Al L N R B AE MR w2 & BRAL A R R BT BT
o
(iv) ERATRRER

AT A R 7 R R A IR, EA AL
5 IR B RAHEE N AT

R ) PR LB 0 R A AR LA 2

Internal credit

Trade receivables

Other financial
assets at

rating Description amortised cost
FEACEHC R
- ‘ B 5 HCHOR it i Ffls
PIRRE EREAR ik Rl
Low risk The counterparty has a low risk of default Lifetime ECL-not 12-month ECL
s and dose not have any past-due amounts credit-impaired 124F H RS 1R
ST TR A RS - A e < AR S IEIE R
AR B E
Doubtful There have been significant in credit risk since Lifetime ECL- not Lifetime ECL- not
SR initial recognition through information credit-impaired credit-impaired
development intemally or external resources S HTE R EEIEE- A HHTEHE S IEE-
A PO R A5 Y B B MR - (5 B AR B E A ARAE B A
I RS LA B B
Loss There is evidence indicating the asset is Lifetime ECL- Lifetime ECL-
J=EiE] credit-impaired credit-impaired credit-impaired
IR Y i B SUEMEEER  ANENEEER
(EReREAEE TR A
Write-off There is evidence indicating that the debtor Amount is Amount is
ey is in severe financial difficulty and the witten off written off
Group has no realistic prospect of recovery RSl ! [REES il !

AR BEUT (EH \ R J  BE [Y)A  TRT R -
SRR Tl T [T Y T RE
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The tables below detail the credit risk exposures of the Group’s

financial assets, which are subject to ECL assessment:

As at 31 December 2022

2022 B
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T%ﬁﬁﬁ%?ﬁﬁﬁﬁﬁﬂﬁﬁﬁﬁ%ﬂm,ié P

TS B 1R RTAL -

TR CETTA=TH

Internal credit rating

12-month or lifetime ECL Gross carrying amount

B AE R 12| H sl T E B 1R HRTHT I {E
RMB'000
NRHETIT
Financial assets at amortised costs
B AT 2 SRS R
Bills receivables (note 16) Low risk 12-month ECL 5,000
JEHCEER (FRELe) I B 12 H T E BstE
Trade receivables (note 16) Low risk (qqte (a)) Lifetime ECL (not credit-impaired) 112,032
5 BYGIORE (Fffatle) R Bt (B R o)) I E SR Gl AR5 SE)
Deposits and other receivables (note 18 and 19)  Low risk (qqte (b)) 12-month ECL 1,072
Fe R HAREWGEIE (Fiwtisfiig) TR (FRE(D)) 1218 H TS S 1R
Cash and bank balances (note 21) Low risk 12-month ECL 4,060
Bl MARIT#EER (et I B 12 H T E BstE

As at 31 December 2021

—&Fz

T SN

A ASH

Internal credit rating

12-month or lifetime ECL Gross carrying amount

RS B 12 H 54 T E B 1R HRTHI 1 {0
RMB'000
ANRHEETIT
Financial assets at amortised costs
BHGRR AT R EMEE
Bills receivables (note 16) Low risk 12-month ECL 9,359
MRS (FiRELe) AL B 1241 H IS Bu1R
Trade receivables (note 16) Low risk (qqte (a)) Lifetime ECL (not credit-impaired) 119,535
B 5 NG (Rt Le) LR (PRt a)) I E SR Gl AR5 SE)
Deposits and other receivables (note 18 and 19)  Low risk (qqte (b)) 12-month ECL 4,156
e M HAR ENGRIL. (fiRE1s 19 AR B (R (b)) 12416 A TEHIE BT 364
Cash and bank balances (note 21) Low risk 12-month ECL |
Bl FARTAL R (2D AL B 121 A TS Bls18
Notes: AR ¥

(a) For trade receivables, the Group has applied the simplified
approach in HKFRS 9 to measure the loss allowance at lifetime
ECL.

(b) For the purposes of internal credit risk management, the
Group uses the latest available financial and other information
about the debtors to assess whether credit risk has increased
significantly since initial recognition. As at 31 December 2022
and 2021, these balances are either not past due or do not have

fixed repayment.

(a) BB BIGRIE, AR O PR A B R i e 2R
O AL T R A AR AR THIS B TR AR e

(b) FLPIE e TR T S, G (5 B ME R A

AT RO A E TR B A 45 L B A e R LA R

GHEMEEREMN. £ F MR =
TE S ER A A R A B E IR R

PEEEREBRERLLAI0
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Please refer to Note 16(b) for the reconciliation of the loss

allowance that has been recognised for trade receivables.

Liquidity risk

Individual operating entities within the Group are responsible
for their own cash management, including the short term
investment of cash surpluses and the raising of loans to cover
expected cash demands, subject to approval by the Company’s
Board when the borrowings exceed certain predetermined levels
of authority. The Group’s policy is to regularly monitor its liquidity
requirements and its compliance with lending covenants, to
ensure that it maintains sufficient reserves of cash and adequate
committed lines of funding from major financial institutions to

meet its liquidity requirements in the short and longer term.

The following tables show the remaining contractual maturities
at the end of the reporting period of the Group’s non-derivative
financial liabilities, which are based on contractual undiscounted
cash flows (including interest payments computed using contractual
rates or, if floating, based on rates current at the end of the reporting

period) and the earliest date the Group can be required to pay:

M5 = Mt

/"/7_ n

AUHEHNWZ&MM%EMH@FM%W%MﬁMH%EWT

2 RIRE 6 (b), R ARSI RIS R SRR 26 4 1 o B
e

I &m

BN R

%@W%%@ﬁ%ﬁwﬁﬁﬁaﬁﬁﬁﬁﬁ RSt
BRI R R R B LA i B Bl /oK, A
iL%“ﬁ%%ﬁ%&%mﬁ%, AL w2 G
30 ) SRR R B ) L M R R T B A 1
P, DARE ORI R 20 ) B R A4 5 S R 1S
SRR E SRR, DN AR MR RE SR

7<§§§Eﬁ:?fZkfgE%ﬂEﬁ?ﬁié?ﬁﬂfifEZE$§ﬁbﬁﬂ5EEﬁjﬁﬁ?lxrﬁ
FMH, ELAREH RS SRR RE SR (5
& FF R ERFLE A, R E R R B
WA AR R A TRIRE ) A S AT 4 Rk S A i
HHH:

Contractual undiscounted cash flows

ERIAST B BLE R
Within 1 year or on demand Carrying amount
—EENEHEEOR HR Il H
RMB’000 RMB’000
2022 TR ARETIT NBEHTIT
Trade and other payables B 5 AT VR R LA B A~ 10,732 10,732

Contractual undiscounted cash flows

GRS BB R T
Within 1 year or on demand Carrying amount
—FEPN R JR T E
RMB’000 RMB’000
2021 TR PN ARWETIT
Trade and other payables B o Ao B HoAth A 11,499 11,499
(c) Fair value measurements of financial instruments (o) &M TEMAAEERE

Fair value is the price that would be received to sell an asset or
paid to transfer a liability in an orderly transaction between
market participants at the measurement date. The following
disclosures of fair value measurements use a fair value hierarchy
that categorises into three levels the inputs to valuation

techniques used to measure fair value:
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Level 1 inputs: quoted prices (unadjusted) in active markets for
identical assets or liabilities that the Group can access at the

measurement date.

Level 2 inputs: inputs other than quoted prices included within
level 1 that are observable for the asset or liability, either directly
or indirectly.

Level 3 inputs: unobservable inputs for the asset or liability.
The Group’s policy is to recognise transfers into and transfers
out of any of the three levels as of the date of the event or change
in circumstances that caused the transfer.

(i) Disclosures of level in fair value hierarchy

At 31 December 2022:

2022F EHRE
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ARG ASEE AR H T LS A R E e A
FEIG BT R ORESE)

55RO BREE RRPVROIRESN, BRI
G A RN,

55 =R EEERAER A AT A

AERE N ERR, RS N a2 H
, FRERI NN TS = R B

(i) 2 B RE b 1) SR8 3R

St St = b S e e E

Description Fair value measurements using: HHA A nEEFEER:
Level 1 Level 2 Level 3 Total
—#R i = &t
RMB’000 RMB’000 RMB’000 RMB’000
ARBTIT ARWTT ARETIT ARWKTI

Recurring fair value measurements:

AR EERR:

Financial products issued by banks at fair value through profit or loss

Py sfEiEst s B E R A WHR AR A SRATHETHY S RlEE A - 8,010 - 8,010
Total recurring fair value measurements
Bt A EEE =R . 8,010 . 8,010
At 31 December 2021 Wz 4+ H=+—H
Level 1 Level 2 Level 3 Total
—# % =#% &t
RMB’000 RMB’000 RMB’000 RMB’000
AREETIT ARKTIT ARWTIT AR¥TIC
Recurring fair value measurements:
A EER R
Financial products issued by banks at fair value through profit or loss
Pl sfEiEsE BB A WHR AR SR THEA T S RlEE A - 5,660 - 5,660
Total recurring fair value measurements
B A B EE =R . 5,660 . 5,660
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(i) PeFRA RMAEREE A A R AT -

(i1) Disclosure of valuation techniques and inputs used in fair

value measurements :

Fair value as at

- Valuation technique Kev input
S t y mp
escription e fEfE FAEREAY o B A
ik
2022 2021
TERT AR TR TR
RMB’000 RMB’000

ARBETIT ARETIC

Financial products issued by banks at fair value through profit or loss

Discounted cash flow

Market interest rate

DIAREESE B R SR VE RS A T i R 8,010 5,660 B4R eisl TR
29. STATEMENT OF FINANCIAL POSITION OF THE 29. AR B BRI E
COMPANY
2022 2021
RMB’000 RMB’000
ANRMETIT ANRMETIT
Non-current asset i i)~y 3
Interests in subsidiaries ( Note a) Sl El/ﬁgﬁ (Note a) - -
Current assets nEEE
Prepayments and other receivables TR 3OS H At W I 119 2,735
Cash and cash equivalents e Mgy - 109
119 2,844
Current liabilities Mﬁﬁ
Other payables and accruals At e N e 18,364 18,188
Amounts due to subsidiaries TEATH 8 A 51 20E 31,878 31,878
50,242 50,066
Net current liabilities b = (50,123) (47,222)
Net liabilities B (50,123) (47.222)
Equity s
Share capital B A 88,906 88,906
Reserves ( Note b) {54 (Note b) (139,029) (136,128)
Total equity KRR (50,123) (47,222)
GUO Xia SONG Xuemei
Director Director
#HH HH
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Notes: m‘ﬁ :
(a) Interests in subsidiaries (2) Mﬁ&\ﬁm
2022 2021
RMB’000 RMB’000

ARBSTT  AREETT

Unlisted investments, at cost

Ak bW, A 13,372 13,372
Less: Accumulated impaiment
W RBFREE (13,372) (13,372)
(b) Reserves (b) %
Share-based
Share payment Capital Accumulated
premium reserve reserve losses Total
PR FR R GAREE Eviy i HE
SO
RMB 000 RMB 000 RMB 000 RMB000 RMB 000
NEMTIT NEMTIT NEETT NEMTIT NEMTIT
;?/\téiar;lf}é%)% —H 1402 2273 6,231 (137,673) (127.767)
Loss and total comprehensive loss for the year
SIS B EANE ] ] ] (5939 (8939
Share-based payment
DRI 2ot SR % 1) ] > ] ] 7
At31 December 2021 and At 1 January 2022
— ha 136,128
Ao E A S — AR A —H 1402 2,845 6,231 (146,606) (136,128)
Loss and total comprehensive loss for the year
SIS B EANE ] ] ] GO3) 603
Share-based payment
- - - 2,137
PR A R 55 > :
Share options forfeited
fETES ] (12 ] " ]
At31 December 2022
- 139,02
RoB— A H =+—H 1402 4970 6,231 (151,632) (139,029)

PEEEREBEREBERLAIS
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30. SUBSIDIARIES

Particulars of the Company’s major subsidiaries at 31 December

30. fFF AR

P ] e — Y Y4

RE IR T

NOTES 70 THE CONSOLIDATED FINANCIAL STATEMENTS

T EF A= B AR R

e~
2022 and 2021 are set out below: B SR
Proportion of ownership interest
WAL
Place of Particulars of issued, Group’s
incorporation registered caprtal effective Heldby the Held by a Principal
Company name and business or paid up capital interest company  subsidiary activities
W R R BET. iR ARE  AaE WEBA  1mgs
REEHE, REMEAFE BE wE alisE
Venturepha British Virgin Island: -
eRtrep ) T r1‘1‘15 f’rgm sands Us$100 100% 100% Investment holding
Laboratories (BVI) ( “BVI" ) 10025 SRR
Limited (“VP(BVI)") HBRIRS
Venovo Pharma BVI US$1 100% 100% - Investment holding
VB Tne CVRESP HEALHE 157 B
VPSCRO Group Inc. BVI Us$1 100% ~ 100% Eﬁi‘%‘g
(VPSCRO™) EERLER IESH
Research and development of drugs, natural drugs and synthetic
drugs; technological transfer of and services for the research and
development of biodrugs, natural drugs and synthetic drugs;
pharmacodynamics and clinical research of drugs; Provision of
The PRC US$200,000 PM services and provision of contracted pharmaceutical
ik??ﬁ?@%%gﬁﬁﬂﬁﬁﬁﬁ@ﬂ* ° [ 100% - 100% development services (the “PD services™)
i 20000057 FRRERER. FHERRATER; FAERRENER.
ARG P EE R 2 HON R R B, Ea T R R
BT, LR ERERRG . BAS. BERGMEET
BE RRASFAERBERRG (UTGE PDRE )
Research and development of drugs, natural drugs and synthetic
drugs; technological transfer of and services for the research and
development of biodrugs, natural drugs and synthetic drugs;
The PRC RMB1.000,000 pharmacodynamics and clinical research of drugs; Provision of
%ﬁ“%ﬁ%ﬁﬂ“&ﬁ@@ﬁ EP @ /\ E“ﬁﬁl ’000’0004 95% - 95% PM services and PD services
,U00,0007T
BR . RNEFREHEL RIS NI, %5
BRI, ETERERERIRE. BARTR. B
BEHETIBR TR IR A 202 BRI
Research and development of drugs, natural drugs and synthetic
drugs; technological transfer of and services for the research and
The PRC $8360.000 development of biodrugs, natural drugs and synthetic drugs;
5 U harmacodynamics and clinical research of drugs; Provision of
PoRs: AL Al A Ui » P! y 2s;
T R A R RS B =15 360,000 7% 100% - 100% PM services and PD services
FRRMTED . RABRRARER; FRRETEY
B RS AR HINEE R R Bho s
R 5 T I B
Research and development of drugs, natural drugs and synthetic
drugs; technological transfer of and services for the research and
development of biodrugs, natural drugs and synthetic drugs;
pharmacodynamics and clinical research of drugs; Provision of
TR s BEHITERAR  The PRC RMB1,000,000 PM services and PD services
— 100% - 100%
= . e
Bl ARM1,000,0007T g%&%g%ﬂ ifgiﬁ&g%ﬁﬁ; E)g%&zz%ééﬁ
B RINEEE R BT RN R B 2
BB R ERRR A, ETRERERRE . WA R, B
BEHEIBER TR AR R
The PRC RMB20,000,000 Inactive
ERAFYRERARA o 100% - 100% RS
I AR 20,000,0007T TS
Research and development of drugs, natural drugs and synthetic
drugs; technological transfer of and services for the research and
development of biodrugs, natural drugs and synthetic drugs;
» The PRC pharmacodynamics and clinical research of drugs; Provision of
%%%ﬁ@% (1@%) ﬁﬁﬂ/&ﬂ* EP © RMB10,000.000 100% - 100% PM services and PD services

Bl A 110,000,0007¢

BRFOR BABEBE G . RN 6 i DI R BE Y
Bfh . RONBER M R BT R, g
B RERRDT ST, FTREREARE. WA, B
SRETIERRTIBIRE RS AR R RS

* These subsidiaries are wholly foreign-owned enterprises in the

PRC.
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31. PARTIAL DISPOSAL OF SUBSIDIARY WITHOUT
LOSS OF CONTROL

5% equity interests of a subsidiary, Z&/H B4 BEERL AR A
Hl, were disposed at nil consideration, the Group’s equity
interest in the subsidiary decreased from 100% to 95%. The

disposal is accounted for as an equity transaction.

The effect on equity attributable to owners of the Company as at

the disposal date is summarised as follows:

2022F EHRE
2022 ANNUAL REPORT

HE_FE-_—_H+°"HA=t+—HIEE
For the year ended 31 December 2022

31 HRSHRE A R A BRI H

AREEDTHEES T AERBE AT (RMNE2EE
BHEEAR AT s, fARSEMAEZ A RS
1009%IZE95% , B HIACAE R e S TR P

TERE H , AT 8 A T BT A R R A R A A
N

RMB’000

ARHTT

Consideration received for the disposal BN EIR R EEHE -

Less: Non-controlling interests recognised W IEEEIER 439

Increase in equity attributable to owners of the Company TR B AN A E T SRR R 439
32. RELATED PARTY TRANSACTIONS AND BALANCES 32, BiBF 7 20 5 Bkl
(a) Key management personnel remuneration () FEE PG A Bl

Remuneration for key management personnel of the Group
wholly related to amounts paid to the Company’s directors, as

disclosed in note 10.
(b) Other related parties transactions
In addition to the transactions disclosed elsewhere in these

financial statements, the Group entered into the following

related party transactions during the year:

FEEFTENE AN S B8R ARATEDS, I Sk
FE10i R
(b) HALRER: /7 5

B TR I B AR T I ER R S B O, AR EAE R AR
BEXERT TR SRR T2 5

2022 2021

RMB’000 RMB’000

PN A RHTIT

Lease payment to a director, Mr. GUO Xia T EFIE S 372 372
Income for PM services from related companies (Note) 28 B AHRA AT PMAREW A (5E)

-EEEE (FF) AIRAE -FRELAE R AMRAH - 25413

SEAERREE (EM) ARAE BB (EM) ARAHE 2,415 -

e R AT R TR AT A R T A TR A 1,057 .

PEEEREBEREBERLAIL
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Note:

Related companies are entities in which a director and a
controlling shareholder of the Company, Mr. GUO Xia has
significant influence. The related companies are also deemed to

be connected parties pursuant to the GEM Listing Rules.

(c) Details of balances with related parties are disclosed in notes
16, 19 and 22.

(d) Mr. GUO Xia, an executive director of the Company, has
given a guarantee to the Company on a potential Enterprise
Income Tax amount in connection with the difference between
PRC Enterprise Income Tax rate and the preferential tax rate of a
subsidiary of the Company of approximately RMB4.5 million
for the year ended 31 December 2022 (2021: RMB4.5 million).

33. CONTINGENT LIABILITIES IN RESPECT
OF LITIGATION CLAIMS

The Group, in the ordinary course of its business, is involved in
various claims, suits, investigations, and legal proceedings that
arise from time to time. Based on the respective court
judgements, management is of the opinion that the outcome of
such proceedings will not exceed the existing accruals made for
such litigation claims as disclosed in note 22(b). Accordingly,
there will be no significant impact to the financial status of the

Group.

34. APPROVAL OF FINANCIAL STATEMENTS

These financial statements were approved and authorised for
issue by the Board of Directors on 14 April 2023.
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AUHEHNWZ&MM%EMH@FM%W%MﬁMH%EWT

B

W 2> ] A A A 2w B R i B AR S e A B e
AT EAENTENGE. 85 QISR LR | &
L5 BT 2w AR 2 B T o

(o) HEPHE T 2 B B A S I AR s 16 19822+
W&o

(&) BAFPATEFSERECHBE T F+ A=
- B AR B AR S B SR B A ] e TR e
MR MM ZEO AR 08T (ZF 2% AR

450;%7[:) 5 Tﬂf{/\%ﬂ{%o
33 BAERR AR AR
REEFAAEHIEWER BT, G AR 4 1) A5 R B

o AL AR AR IR RERE I, B
WAy, IR R AR A G IR 22 (b) F R A R A
ﬁ\?%ﬁ%%@ﬁ%%olﬁ,fﬁﬁﬁﬁgﬁﬁﬁﬁ
DU R
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RESULTS By
Year ended 31 December
BE+-H=1—HIFE
2022 2021 2020 2019 2018
TERTTME TR E TECRE CFEJUE CRNE
RMB’000 RMB’000 RMB’000 RMB’000  RMB’000
ARETT ARBTT ARETT ARETT ARETET
Revenue ==/ ON 13,090 83,601 83.063 63,216 59,606
(Loss)/profit before taxation BRal (BE) AmF (15,826) 42,521 70,796 32,454 27,668
Income tax expense it - (6196)  (10.146)  (4.662) (4.,504)
(Loss)/profit and other comprehensive TR e S B AR RN
(expense)/income for the year after (B ERREMEE (EB)
non-controlling interests MR (15,826) 36,325 60,650 27,792 23,164
ASSETS AND LIABILITIES BERAE
As at 31 December
P H=—HILEE
2022 2021 2020 2019 2018
“ECCF CRTF CRRF CR0E C20\E
RMB’000 RMB’000 RMB’000 RMB’000  RMB’000
ARETT ARBTT ARETT ARETT ARETET
Total assets less current liabilities REERRBAR 141,883 155572 118,675 59,510 29,188
Non-current liabilities EREAE - - - (2,530) -
Total equity EmaEt 141,883 155572 118,675 56,980 29,188
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