N' El %z EZSH
CHINA NT PHARMA GROUP

Stock Code & #3355 : 01011

Annual
Report

—



CONTENTS B %

2 Financial Highlights
R E

3 Chairman’s Statement
FEWE

7 Management Discussion and Analysis
EREwm IO

34 Directors and Senior Management
EELaREEE

42 Corporate Governance Report
TEEBRE

69  Environmental, Social and Governance Report
RIE - HEMEARSE

121  Report of the Directors
Exgns

140  Board of Directors and Board Committees
ExghEFLEY

142 Corporate Information
NGIE-¢

144 Independent Auditor’s Report
B A7 B RS

161  Consolidated Statement of Profit or Loss
meaBmR

163  Consolidated Statement of Profit or Loss and Other Comprehensive Income
e kEMmermlaR

164  Consolidated Statement of Financial Position

e MBmRRR
166  Consolidated Statement of Changes in Equity
GAENEDE 1
167  Consolidated Statement of Cash Flows ’J' g\
GRAReRBE ;,’&
170  Notes to the Consolidated Financial Statements b“fh

A IRR MR




Financial Highlights

B 5 e 22

FIVE-YEAR FINANCIAL SUMMARY LFEBHSE
Results E
For the year ended 31 December
BZ12831BLEE
2019 2018 2017 2016 2015
RMB'000  RMB'000  RMB'000  RMB'000  RMB'000
ARETRE ARETT ARETRT ARETT ARETR
(restated) (restated)
(7)) (&75)
Turnover EEE 365,969 571,521 604,846 359,609 217,303
Gross profit I 260,883 422,002 484,235 253,833 131,851
(Loss)/profit from operations mE(B1B)/afl (479,097)  (480,944) 269,578 64,575 71,001
(Loss)/profit before taxation BEiA (BE) /5H (583,472) (561,999 226,428 35,543 17,456
(Loss)/profit for the year from FARACRIEEEER
discontinued operations 8 (B8) aH = (361,903) (48,916) 91,060 70,334
(Loss)/profit for the year FR(BR) S &F (593,202)  (963,762) 161,629 115,760 87,694
Assets and Liabilities EENEBE
At 31 December
RW12A31H
2019 2018 2017 2016 2015
RMB'000  RMB'000  RMB'000  RMB'000  RMB'000
ARETRE ARETRT ARETT ARETT ARETR
Total non-current assets ErRBEERE 1,488,930 1,637,071 1,670,576 1,578,145 565,635
Total current assets RYEERE 309,344 590,091 1,089,143 984,594 832,678
Total current liabilities TEBEAE 1,625,517 1,340,985 1,207,003 1,367,579 495,590
Net current (liabilities)/assets TE(BE) /BETE (1,316,173)  (750,894) (117,860) (382,985) 337,088
Total assets less current liabilites @& EFREAE 172,757 886,177 1,552,716 1,195,160 902,723
Total non-current liabilities ErRBEERE 70,834 394,608 123,963 156,138 -
Net assets BETE 101,923 491,569 1,428,753 1,039,022 902,723
Total equity attributable to equity A2 BIEZ IR R B %
shareholders of the Company % 105,258 489,292 1,420,380 1,027,083 890,363
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Chairman’s Statement
FEHE
Dear Shareholders,

On behalf of the board (the “Board”) of directors (the
“Directors”) of China NT Pharma Group Company
Limited (“NT Pharma”) together with its subsidiaries, the
“Group”), | am pleased to present the annual report of
the Company for the year ended 31 December 2019. NT
Pharma owns new state-class drugs and diversified product
lines, with its products covering therapeutic areas such as
osteology and CNS. It conducts its manufacturing through
three subsidiaries, namely Suzhou First, Jiangsu Biopharma
and Changsha Pharma. It also has an extensive sales

network in China, covering nearly 10,000 hospitals.

In 2019, the policy target for the pharmaceutical industry
in China was fee control and cost reduction for drugs.
For the Year under Review, the impact of the first round
of “4+7" centralized drug procurement policy has far
exceeded the expectation of the pharmaceutical industry,
and with the addition of the national price control over
the medicines covered by medical insurance, proportion
of medicine sales in the revenue of hospitals (regulation
on the ratio of medicine sales in the total medical
revenue of public hospitals), zero-mark-up drug policy
(or drug sales at zero markup), consistency evaluations,
financial verification, National (Provincial) Drugs under
Close Monitoring of Rational Drug Use and national
pilot program of payment by Diagnosis Related Group
(DRG), the pharmaceutical industry is under multiple
pressures against the background of a growing number
of pharmaceutical policies and faces unprecedented
difficulties and challenges. The market and profit margins
of both imported and domestic prescription drugs have
been compressed to varying degrees, while other reasons
such as increase in R&D investment have caused the profit
to pick up relatively slowly. In this overall unfavourable
environment and situation, the Group’s sales has been
affected by some of the policies during the Year under

Review and are lower than expected. During the Year
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Chairman’s Statement (Continued)
FEHRE ()

under Review, the Group achieved a sales of RMB366.0
million and a loss attributable to the owners of the
Company of RMB587.6 million, reduced by 38.6% as

compared to that of the same period last year.

In the face of increasing challenges in the pharmaceutical
market and obvious compression of profit margin, the
Group actively deepens the development strategy and
layout of its transformation, focusing on the therapeutic
area of CNS and the therapeutic area of osteology as the
core, strengthening the sales and marketing efforts for
the psychiatric medication “Shusi” and the osteoporosis
medication “Miacalcic”, in order to become an expert
in the treatment of chronic diseases of the CNS and
orthopedics. Meanwhile, the Group has put much effort
to promote financial structure adjustment during the
Year under Review, continuously exploring options for
optimizing the allocation of capital resources, striving to

improve its debt structure.

Going forward, considering the series of pharmaceutical
policies that have been issued, we believe that the
policies regarding the proportion of medicine sales
in the revenue of hospitals will change the mode of
medication usage of hospitals, while the use of adjuvant
drugs will be reduced on the one hand, the use of high
clinical value and good efficacy drugs towards chronic
diseases will be strengthened on the other. Our Group's
Miacalcic and Shusi are both included in the National Drug
Reimbursement List as competitive drugs and brands with
competitive positions in the market; meanwhile, Shusi
is also included in the National Essential Drug List. We
expect the continuous implementation of rational drug
use by Chinese hospitals and reduction in the proportion
of medicine sales in the total healthcare revenue in
2020 will bring a positive influence to the sales of the
Group’s drugs. Moreover, according to the requirements
of the Administrative Measures for Prescription ({B& 77

EIBPEL)), hospitals cannot prescribe dosages of over
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Chairman’s Statement (Continued)
FEHRE ()

seven days for prescription drugs. This results in frequent
hospital follow-ups and drug collections by chronic disease
patients and creates a great demand for outpatient
service and resources. According to documents such as
Opinion on Speeding Up the High-quality Development
of Pharmaceutical Services ({EAR MR EEZRKE 5 E
EERMER)), Healthy China 2030 Planning Outline
(T2 2030/ B2 Z)) and Guiding Opinions of
the State Council on Actively Promoting the “Internet
Plus” Action ((EIF5Fc AP TE R EE [ B B 48+ | 1T EDEN4E S
& 7)), a new direction for the management of long-term
prescriptions for chronic ilinesses is stated, and we expect
that prescription drugs for chronic diseases to be sold in
pharmacies and through the internet in the future and
such will become a new norm in order to relieve the
burden of hospital follow-ups and drug collections. The
above policies relating to chronic diseases is favorable
to the sales and development of Miacalcic and Shusi.
We believe that Miacalcic and Shusi will be sold through
hospital outpatient, pharmacies and internet after 2020
and their market shares will increase within the next three

to five years.

The Group will further focus on the development of
the therapeutic area of CNS, strengthen the sales of
Shusi through products produced by its own factories,
and be prudent in view of gaining long-term and stable
development. Moreover, the Group will continue to
explore and review cooperations, joint ventures and
investments in suitable partners, optimizing the asset
portfolio and further improve the Group’s financial
conditions. On the other hand, by complementing
with the strength of our partners, we will build a more
competitive platform for our products; we will endeavour
to further improve the Group’s business performance and

profitability so as to create value for our shareholders.
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Chairman’s Statement (Continued)
FEHRE ()

Lastly, | would like to thank all our employees for their
hard work in the last financial year. The Group values
the unique contribution from every employee. In the
meantime, | would like to thank our business partners,
customers and shareholders for their loyalty and support

during this difficult time.

On behalf of the Board, | would like to thank the
Directors, the Shareholders and the employees of the
Group for their efforts and dedications and for their

support during the year.

Ng Tit

Chairman and Chief Executive Officer

Hong Kong, 14 April 2020
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Management Discussion and Analysis

BEEENWN D

OVERVIEW

NT Pharma is a technology-based pharmaceutical company
integrated with research and development (“R&D"),
manufacturing and sales of its own branded products,
with its products covering therapeutic areas including
central nervous system (“CNS"), orthopedics, oncology
and hematology. NT Pharma owns two National Class
1 new drugs, one well-known international innovative
brand-name drug, and a number of generic drugs; it
conducts its manufacturing through three subsidiaries,
namely Suzhou First Pharmaceutical Co., Ltd. (“Suzhou
First”), NT Biopharmaceuticals Jiangsu Co., Ltd. (“Jiangsu
Biopharma”) and NT Pharma (Changsha) Co., Ltd.
("Changsha Pharma”); and owns several sales and
distribution companies with professional sales and R&D
specialists. It also has an extensive sales network in China,

covering nearly 10,000 hospitals.

The overall revenue of the Group from continuing
operations for the year ended 31 December 2019 (the
“Year under Review”) decreased by RMB205.5 million to
RMB366.0 million, as compared with RMB571.5 million
for the corresponding period in 2018. Operating loss from
continuing operations for the year ended 31 December
2019 decreased by RMB1.8 million to RMB479.1 million,
as compared with an operating loss of RMB480.9
million for the corresponding period in 2018. The Group
recorded a loss of RMB593.2 million for the year ended
31 December 2019, as compared with a loss of RMB963.8
million for the corresponding period in 2018, representing

a decrease of 38.5% year on year.
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Management Discussion and Analysis (Continued)

BEEE &k D T (&)

BUSINESS REVIEW

In 2019, the global economic growth decelerated due
to the factors including the China-US trade friction and
increasing debt levels. Under an external environment
which was extremely complicated, the General Office
of the State Council issued the “Key Tasks in 2019 to
Deepen the Reform of Medical and Health System” (%
LB B AR BINE2019E 3 TEER)), which included
15 policy documents and 21 work arrangements. The
policies and tasks in respect of the pharmaceutical
industry included the promotion of centralized drug
procurement and pilot test locations coordinated by the
government. For drugs that are clinically indispensable,
shortage-prone or difficult to substitute, measures such
as the strengthening of reserve, centralized procurement
and targeted production were adopted to secure the
supply of drugs. Also, improvements were made to the
Medical Insurance Drugs Catalogs (284 % 5 B £%). In
particular, the centralized procurement system of drugs in
the 4+7 major cities were further implemented across the
nation. While pharmaceutical companies were facing the
pressure of price reduction, the pharmaceutical industry
became further concentrated, resulting in a more severe
and challenging business environment for the small and

medium-sized generic drug companies.

EF e
20195 - FEE HEEREBHKETEHEXR
SRERMWER  RIREELRNE - EHEFE
FHINIPIRIRT - B AR M OREE
BETERETI M B2019E S TEE) - B
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SR REGRLHEE KB EH4E
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Management Discussion and Analysis (Continued)

TERE W R D ()

Under this tough and adverse business environment, the
Group encountered multiple challenges including shortage
of resources and high cost of sales. Due to the higher
debt level of the Group as a result of previous acquisitions
and business expansion, its financial cost continued
to increase, which further increased the pressure on
its liquidity. In addition, we implemented measures to
optimize our product mix during the Year under Review
by focusing on the areas of CNS and Orthopedics as the
core and promoting the sales of Shusi and Miacalcic in all

aspects.

For the Year under Review, the revenue of the Group
was RMB366.0 million, representing a decrease of 36.0%
as compared to RMB571.5 million recorded for the
corresponding period in 2018. The decrease was mainly
attributable to: (i) the change in industry policies, change
in sales model and decrease in price; (ii) the negative
impact brought to the imported product business due to
a change of business partners; and (iii) a decline in sales
volume of Xi Di Ke and Songzhi Wan due to the lack of
ability to intensify the marketing efforts under the context

of tight resources.

Area of CNS

Shusi (generic name: quetiapine fumarate tablets) is the
Group’s major product in the area of CNS. It is the first
proprietary product which is developed, manufactured
and sold by the Group. Shusi is mainly used for the
treatment of schizophrenia and maniacalis insultus as a
result of bipolar affective disorder, which is an atypical
antipsychotic first-tier drug. Shusi has been in the
market for more than 15 years since its debut in 2003.
It has developed a strong brand image which is widely

recognized by clinical practitioners and the market.
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Management Discussion and Analysis (Continued)

BEEE &k D T (&)

During the Year under Review, the Group has completed
all the tasks involving consistency evaluations in
pharmaceutical development, production transfers and
clinical bioequivalence. On 2 January 2020, the Group
received a certification of consistency evaluation for the
generic drug quetiapine fumarate tablets (Shusi) from the
National Medical Products Administration (BI5 % R EEE &
J2/5). The completion of the consistency evaluation does
not only represent the recognition of Shusi’s drug quality
and therapeutic effect, but also facilitates the acceptance
of Shusi in the field of clinical psychiatry, posing a positive

effect on expanding the market share of quetiapine.

Area of Orthopedics
The Group’s products in the area of orthopedics consist
of Miacalcic (generic name: salmon calcitonin) and

teriparatide products.

The two orthopedics formulations, injection and nasal
spray, of Miacalcic were acquired by the Group from
Novartis. As an internationally well-known orthopedic
brand, Miacalcic has been used for clinical purposes for
more than 30 years, mainly in the treatment for bone pain
resulted from osteolysis and low bone mass, osteoporosis,
Paget’s disease, hypercalcemia and algoneurodystrophy.
During the Year under Review, Miacalcic has achieved
stable sales performance in 32 provinces and 36 first-tier
cities across the nation, as well as 12 overseas countries,
laying a solid foundation for the Group’s orthopedics
business and strategic development focusing on

orthopedics.
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Management Discussion and Analysis (Continued)

TERE W R D ()

Teriparatide is an orthopedic product that was jointly
developed by the Group and Pfenex Inc. (“Pfenex”), a
U.S. biotechnology company, pursuant to a cooperation
agreement in April 2018. The Group has a perpetual
right to commercialize this product in the PRC, Hong
Kong, Thailand, Malaysia and Singapore. Teriparatide,
being the only orthopedic product approved by the U.S.
Food and Drug Administration (“FDA") for the treatment
of osteoporosis, can be used to effectively stimulate
bone formation, increase bone mass and improve bone
quality. The Group believes that, teriparatide products and
Miacalcic can create huge complementary advantage in
their market deployment, improve the orthopedists’ loyalty
to the Group’s orthopedic products, and at the same
time satisfy various needs of patients for the treatment of
bone diseases and osteoporosis. Teriparatide, approved by
the FDA as a new drug under the 505(b)2 application in
October 2019, is suitable for the treatment of osteoporosis
of high-risk patients with bone fracture. The Group’s
partner also completed a comparative study of human
factors on the teriparatide products, indicating that
teriparatide products were non-inferior to the reference
drugs. The study has been submitted to the FDA and it
is expected that Teriparatide will obtain the grade "A”
certification and become an alternative for similar drugs in
many states of the USA. We are translating the registration
filings submitted by Pfenex and plan to submit them to the
China Food and Drug Administration by the end of May.

Y HMER SASEER2018F48 HE
B 4 ¥R 2 AlPfenex Inc. ([Pfenex]) K
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Management Discussion and Analysis (Continued)

BEENWRD T (&)

Area of Oncology and Hematology
The Group’'s main product in the area of oncology
and hematology is Xi Di Ke (generic name: uroacitides

injection).

Xi Di Ke, a national class 1 new drug, has been approved
by the National Medical Products Administration (B
REGQEBEIER) for the treatment of non-small cell
lung cancer and terminal breast cancer. The product has
successfully been admitted into the Medical Insurance
Reimbursement Drug List of four provinces, including
Jiangsu, Anhui, Hubei and Hunan. During the Year under
Review, the Group pushed forward the work of clinical
trials on Xi Di Ke in new Myelodysplastic Syndrome
(the “MDS") indications. Due to the high pressure on
liquidity, the Group was unable to put a lot of resources
in marketing promotions and medical forums, and as such
the product did not generated a new source of revenue for

the Group during the Year under Review.

BB 78R I I R <RI
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Management Discussion and Analysis (Continued)

TERE W R D ()

OPERATING RESULTS

Sales

The Group’s business is currently composed of two major
operating segments, i.e. manufacturing and sales of

proprietary products and sales of Miacalcic.

The Group’s proprietary products include Shusi, Zhuo'ao,
Xi Di Ke, Songzhi Wan and other drugs. For the year
ended 31 December 2019, the total revenue from
manufacturing and sales of proprietary products decreased
by RMB154.2 million or 50.1% to RMB153.5 million, as
compared with RMB307.7 million for the corresponding
period in 2018. Revenue of Shusi decreased by RMB55.8
million or 34.5% to RMB106.1 million for the Year under
Review, as compared with RMB161.9 million for the
corresponding period in 2018. The decrease in sales of
Shusi was attributable to the negative impact brought by
the shift of sales model from agency to proprietary sales
and the price adjustment of Shusi during the Year under
Review. For the year ended 31 December 2019, revenue
from Xi Di Ke amounted to RMB1.1 million, as compared
with RMB75.7 million for the corresponding period in
2018, which was mainly due to the Group’s inability
to strengthen marketing efforts as a result of limited
resources and the Group wants to shift the focus on MDS
for further enhancement of Xi Di Ke, resulting in a drop in
sales. Revenue of Zhuo'ao decreased by RMB11.2 million
or 30.7% to RMB25.3 million for the Year under Review,
as compared with RMB36.5 million for the corresponding
period in 2018. The decrease in sales amount of Zhuo'ao
was mainly due to the negative impact brought by the
price adjustment of Zhuo'ao after the shift of sales model
from agency to proprietary sales during the Year under

Review.
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BET - BEFANTFREEARD ARS8
BETH345%EARKE106.1BEIT © 2018
FRIPAIABARKEICIIBEE L AT ERHE
BROAAREEFAN  HEEAARESES
B URARTIERTRABLE - RE
F2019F12A318 1L ERRKARARYE
11B&T  2018FRIMBMAIRARKETISTES
T EEZARAEBEREAMAREMAT
SHEENE  BEAREEFEEHELERMDS
NE—FMAERR  EBUHETK - M E
BERERRARBRDARBI2EE TR
30 7%= AR¥25.38 & L 0 20184 [A] £ Al
RARKISEET - REEERD - *
ZaREBEFA HEEXAREESE
B MEFAESRERTREETE -
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Management Discussion and Analysis (Continued)

BEEE &k D T (&)

For the year ended 31 December 2019, revenue from the
Miacalcic segment amounted to RMB212.5 million, as
compared with RMB263.9 million for the corresponding
period in 2018, and the decrease in revenue was mainly
due to the change in business partner during the Year
under Review. Brand licensing fee income of Miacalcic
Injection decreased by RMB3.0 million or 52.6% to
RMB2.7 million for the Year under Review from RMB5.7
million for the corresponding period in 2018. Revenue
from Miacalcic Injection decreased by RMB23.7 million or
11.0% to RMB191.6 million for the Year under Review, as
compared with RMB215.3 million for the corresponding
period in 2018. Brand licensing fee income of Miacalcic
Nasal Spray amounted to RMB12.8 million for the Year
under Review, whereas RMB39.4 million was recorded for
the corresponding period in 2018. Revenue from Miacalcic
Nasal Spray amounted to RMB5.3 million for the Year
under Review, whereas RMB3.5 million was recorded for

the corresponding period in 2018.

REZ2019F12A831HIEFE BEE
WABARE21255ETT - 2018¢HHH
BIRABARE263.98E L WARD
EOEFNEREERE - BEFA -
ERSTHmERETRABERARD ARKE30
BEITHS26%EARM2.78& T - 2018
FRHHMNAARSSITEB L -BEFA -
BEEESBEBARDSARK23.7TEE TR
11.0% = AR191.68 8T ' 2018F R A
RARB215388B T - BRESSBEENLE
FRANmERECHERARARK128F
Bt 2018k RAAIRARKILIBETT °
BEFA  BES2BHKRARARKS3IH
BT 2018 FRIBAAARBISAET °

ok
=

4

o
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Management Discussion and Analysis (Continued)

TERE W R D ()

HUMAN RESOURCES

As at 31 December 2019, the Group had 384
full-time employees (31 December 2018: 665 full-time
employees). For the year ended 31 December 2019, the
Group's total cost on remuneration, welfare and social
security amounted to RMB102.0 million (31 December
2018: RMB171.4 million). The Group maintains good
relationships with its employees and certain policies
have been carried out to ensure that the employees
are receiving competitive remuneration, good welfare
and continuous professional training. The remuneration
structure of the Group is based on employee performance,
local consumption levels and prevailing conditions in
the human resources market. Directors’ remunerations
are determined with reference to individual Director’s
experience, responsibilities and prevailing market
standards. On top of basic salaries, bonuses may be
paid according to the Group’s performance as well as
individual’s performance. Other staff benefits include
contributions to the Mandatory Provident Fund retirement
benefits scheme in Hong Kong and various retirement
benefits schemes including the provision of pension funds,
medical insurance, unemployment insurance and other
relevant insurance for employees of the Group pursuant to
the PRC rules and regulations and the prevailing regulatory
requirements of the PRC. The salaries and benefits of the
Group’s employees are kept at a competitive level and
employees are rewarded according to their individual
performances within the framework of the Group's salary
and bonus system, which is reviewed annually. The Group
also operates a share option scheme (the “Share Option
Scheme”) adopted by the Company on 22 September
2014, and a share award scheme (the “Share Award
Scheme”) adopted on 4 September 2015, where options
to subscribe for shares and share awards may be granted

to the Directors and employees of the Group, respectively.

ABEIR

MR2019F12A31H REBEHNE2BEES A
# 5384% (20184 12A31H : 6658 2= B
BE) - HZ2019F12A831AILFE A &L
BEHM- BRI EEERENEEAIAAR
#102.08 BT (20185F12A31H : AR
171488 7T)  ASEHAREEBERR T
—EHERBRETBRUBRESHEGEHER
FARFEOFH BENBNRBEENZE RS
e AEENTMEBHIENEERE B
WHBKERANERMSRITMREE °
EEME HN2ERESNERE BEREM
MHKFEE REAFEIN AEEBHE
BEBEEFERBARBERIEL - EMET
BB EE B KR 6 1A ESRKEF S
RZIERKBHEEIHR - BERERER
AIRBHARFBENBETEERE  AMAEE
ERAEERHEZEES BERRR X%
R R EMEARE - AEEEEZHER
BRGBEEESHFHNNKE  BEENER
BAEEF & RIEAHEER  REARER
BERE FAERSFRI—K - A5H
MEMITAR A R2014F9A22B IR M 2 BB
MR8 ([T EI]) RR2015F9A4H
Bz it 2@t & (AR 8@t 811) - /]
DRAAEEEEREBR THREURE
AR 1 R AR 1) B2 8D o
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Management Discussion and Analysis (Continued)

BEBE W R D ()

OUTLOOK

Going forward, considering the series of pharmaceutical
policies that have been issued, we believe that the
policies regarding the proportion of medicine sales in the
revenue of hospitals will change the mode of medication
usage of medical institutions, while the use of adjuvant
drugs will be reduced on the one hand, the use of high
clinical value and good efficacy drugs towards chronic
diseases will be increased on the other. Our Group's
Miacalcic and Shusi are both included in the National
Drug Reimbursement List and, both are recommended by
clinical guidelines; meanwhile, Shusi is also included in
the National Essential Drug List. We expect the continuous
implementation of rational drug use by Chinese hospitals
and reduction in the proportion of medicine sales in the
total healthcare revenue in 2020 will bring a positive
influence to the sales of the Group’s drugs. Moreover,
according to the requirements of the Administrative
Measures for Prescription & 75 & I 7% ) hospitals cannot
prescribe dosages of over seven days for prescription
drugs. This results in frequent hospital follow-ups and
drug collections by chronic disease patients and creates
a great demand for outpatient service and resources.
According to documents such as Opinion on Speeding Up
the High-quality Development of Pharmaceutical Services
(KRR IMREZRBHEEHREMER)), Healthy China
2030 Planning Outline ([ + E2030 ] REFE))
and Guiding Opinions of the State Council on Actively
Promoting the “Internet Plus” Action (B 75 Bz B8 7 74 15 16
E[EEME+ 1TBNIEEER)), there is a new direction
for the management of long-term prescriptions for chronic
ilinesses, and we expect that prescription drugs for chronic
diseases to be sold in pharmacies and through the internet
in the future and will become a new norm. The above
policies relating to chronic diseases is favorable to the
sales and development of Miacalcic and Shusi. We believe
that Shusi and Miacalcic will be sold through hospital,
pharmacies and internet after 2020 and their market

shares will increase within the next three to five years.

B

BRERK pEHAN—RIBERBE - &K
PR 12 e 179 B bt IR 3R S 2 8 B AR M PR 2
B —FESRDEASHRE  5—7
ERIEMERERAREERR  HigRFAEN
RFNER - FAEENTELSANTFEERE
XERESER WEERHRKEREEN
BB MEMAATBRREREY A 8-
BMTEHBEE20R0FEANEREEEZES
BRAE #E—PIEHEREEREWRATR
EEf - BAREEETHERNHEERRE
ENZE 5 BEBE(EFEEIEINE
k- BREAERETERBETFBBERY
AE -EyigtmEESmEptEig
DEE  EREANPIZRERERT K
RCARMREZERBSEELRNER) -
(TR E2030 | REME) - (BH k@R
BIRHEE DA+ THNEEER)EX
- BiEURRBEAEEEFOAME - &K
MBI RE T RN ESENBEHE
A B AT RE o DA 18 1% 9 48 BE IR 3R S A AT
REERNMTFENHERER  KMER
2020F A AT B R FE B BB - 45
RBHHEE  YRAKR=ZZRAFRBRATSH
o
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Management Discussion and Analysis (Continued)

TERE W R D ()

The Group will focus on the treatment of chronic
diseases, continue to position psychiatry products as
strategic focuses and actively promote the sales of Shusi.
Meanwhile, the Group will further optimize its sales
and management system, continuously strengthen its
marketing efforts and achieve a sustainable development
of its products, sales channels and markets. At the same
time, the Group will actively identify different options,
optimize its business and portfolio to further improve
the Group’s financial situation on the one hand, and
explore any cooperation mode to build a more competitive
platform for its products through complementary
advantages on the other hand. Moreover, the Group
will actively explore business cooperation, while closely
following pharmaceutical policies and industry trends,
improving the Group’s competitiveness, grasping the
opportunities of industry adjustment and after the end of
the COVID-19 epidemic, and maintaining the momentum

for a sustainable development of the Group.

The Group has adopted a more stringent financial
management and internal monitoring systems for further
improvement of its business operation and financial

position.

AEBBE FEBERERAERE - WEEL
Bl B ER  BRESHTENHEE -
A AEEHE-—FTTESHEEEBR
SEMAEHBA  BREEER  HER
BRTSHAFERR AR AXEEGHE
BYETRNAER  —FTHEBLEEREE
e E—THEXREENVBHMRR: 5—
FHRREIMANSERR  BBABEER -
REMBE—EEABRFINTE - B
AEBTEEEREEBAE  WEBE
BEQERITENDR - RAEEEHH
BE S RIBTERAERCOVID-19%IBHER
BEKE  BRAEEAFERRNT N -

AEBERREBBOMBEE R AIPEE
R E—PHERERPBINR -
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Management Discussion and Analysis (Continued)

EEENWRD (&)

FINANCIAL REVIEW - CONTINUING MBEE-SEKSEER
OPERATIONS
Revenue WA
For the year ended 31 December
HENBNALEE
2019 2019 2019 2018 2018 2018
Sales Unit Sales 2019 Sales Unit Sales 2018
volume price amount  Proportion volume price amount  Proportion
19 2019 2019 2019 Q018 2018F 2018 2018F
HEE EE HER ikt il Ef HER L
000 RMB  RMB'000 (%) 000 RMB  RMB'000 (%)
T AR% AR%TR (%) T ARE  ARBTT (%)
Proprietary products BREREE
production and sales k#E
Shus it 3,692 87 106,133 29.0% 5,314 305 161,921 283%
i Di Ke EiER 1 1,067.0 1,067 03% 165 4576 75,710 13.2%
Thuo'ao g8 12,203 21 25,339 6.9% 16,828 22 36,502 64%
Songzhi Wan ER - - - = 73 136.4 9,957 1.7%
Others - 15,346 14 20929 5.7% 15,625 15 23,576 42%
Subtotal Nt 153,468 41.9% 307,666 53.8%
Miacalcic BER
Miacalcic Injection GELN 1,139 1682 191,628 52.4% 1,288 1671 215270 37.7%
Brand licensing fee income of ~ ZEEISH RIE
Miacalcic Injection REFREHA 110 2438 2733 0.7% 156 36.6 5,705 1.0%
Miacalcic Nasal Spray GEGEL 28 190.9 5,347 1.5% 16 2189 3,503 06%
Brand licensing fee income of ~ ME S BBE R
Miacalcic Nasal Spray REFEBIA 86 149.2 12,793 35% 33 169.0 39377 6.9%
Subtotal st 212,501 58.1% 263,855 46.2%
Total h) 365969 100.0% 571,50 100.0%
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Management Discussion and Analysis (Continued)

TERE W R D ()

Revenue from manufacturing and sales of proprietary
products decreased by RMB154.2 million to RMB153.5
million, accounting for 41.9% of the total revenue in the
Year under Review, as compared with RMB307.7 million or
53.8% of the Group's revenue in the corresponding period
in 2018. The decrease in revenue from manufacturing
and sales of proprietary products was due to the negative
impact brought by the unit price adjustment of propriety
products including Shusi and Zhuo'ao after the shift of
sales model to Suzhou First being responsible for sales

during the Year under Review.

The Company completed the acquisition of Miacalcic
Nasal Spray in October 2018, after the completion of
the acquisition and settlement in respect of Miacalcic
Injection in July 2016. Miacalcic contributed income of
RMB212.5 million to the Company for the year ended 31
December 2019 as compared with RMB263.9 million for
the corresponding period in 2018.

Cost of Sales

For the year ended 31 December 2019, cost of sales
decreased by RMB44.4 million to RMB105.1 million, as
compared with RMB149.5 million for the corresponding
period in 2018. The decrease in cost of sales was mainly
due to the corresponding decrease in revenue of sales of

Shusi and Miacalcic during the Year under Review.

BEEmMEERHEENKRARD ARK154.2
BELEARBIS3SEE L HEEFA
BUAA1.9% @ L2018 F R HIRI A AR
307.7BEE TR AEE KR AS38% B F
EmEEREENRASZSERLD - RHRE

EER - HERASaENESEEREY
£ BEAAERFEREAERBRAR
ye-

MR QA AIR2016F7 A ST H % & 8 51 A
MU R E| 2 5 A2018F 10 A BB E B
SERNWE  BE2019F12A31BLFE
BEBAARTERARBE212.588 THRA
R MB2018FRER AARK263.988

o

o

85 & AR

HZE2019F12A318 1L E - SHERK AR D
ARB4448ETEARKI05.1BETT © 48
LLEE2018FRIMAIAARB1495BETT
FTERAREBEFATERTEEMHEERK
ATRAEFE T B o
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Management Discussion

BEBE W R D ()

Gross Profit

=7

For the year ended 31 December

and Analysis (Continued)

BEZ1N2A3MBLEE
2019 2019 2018 2018
Gross Gross
Gross Profit Gross Profit
Profit Margin Profit Margin
EF EFE EM ESIES
RMB’000 (%) RMB’000 (%)
Products Em AR¥ETR ARETTT
Proprietary products HEERLEERME
production and sales
Shusi &8 78,377 73.8% 110,947 68.5%
Xi Di Ke EHR 966 90.5% 63,484 83.9%
Zhuo'ao 2B 14,494 57.2% 23,751 65.1%
Songzhi Wan AR - - 5,084 51.1%
Others Hit (3,580) (17.1)% (4,419) (18.8)%
Subtotal PNt 90,257 58.8% 198,847 64.6%
Miacalcic BER
Miacalcic Injection TE RS 152,505 79.6% 175,247 81.4%
Brand licensing fee income of E BT e
Miacalcic Injection REEAKA 2,733 100.0% 5,705 100.0%
Miacalcic Nasal Spray BEBESEL 2,595 48.5% 2,826 80.7%
Brand licensing fee income of  ZE S SEH G2
Miacalcic Nasal Spray EEfRRKA 12,793 100.0% 39,377 100.0%
Subtotal et 170,626 80.3% 223,155 84.6%
Total Bt 260,883 71.3% 422,002 73.8%

Gross profit decreased by RMB161.1 million to RMB260.9
million for the year ended 31 December 2019, as
compared with RMB422.0 million in the corresponding
period in 2018. Gross profit margin decreased by 2.5
percentage points to 71.3% for the year ended 31
December 2019, as compared with 73.8% for the
corresponding period in 2018. The decrease in gross profit
margin was mainly due to the decrease in average selling
prices and sales contribution of products with higher gross
profit margin such as Shusi and Miacalcic as a result of
the change in sales model, price adjustment and change in
business partner which resulted in a decrease of revenue
of the relevant products with higher gross profit.

China NT Pharma Group Company Limited |

REZE2019F12A31BLLFE » TFED A
RE1611BELE ARK26098 & T ' 18
k2018 R BRI A A R¥422.08 B T © B
FE2019F12A31BLLEFE - ERETEE2.5
85 22 2E71.3% - fBL2018F A B Al &
73.8% c EMEHNTHREZEHRESEFX
WEMNFEREEENTHEERHEER
AEAFEEEXNEE  BERABREREFER
R BBEESEFNOERRA TR
FTE -
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Management Discussion and Analysis (Continued)

EEE & D ()

Reportable Segments Operating Profit

The operating expenses of the Group decreased by
RMB172.0 million or 20.0% to RMB687.6 million for
the year ended 31 December 2019, as compared with
RMB859.6 million for the corresponding period in 2018.
The Group reported an operating loss of RMB426.8 million
for the year ended 31 December 2019, as compared
with an operating loss of RMB437.6 million for the
corresponding period in 2018. The following table sets
forth a breakdown of the Group’s adjusted EBITDA by
reportable segments for the year ended 31 December
2019:

A] 2 ¥ B4 & 5 A

HZE2019F12A31BIEFE - SEMLEH
RO ARBI7208 ELH200%E AR
%687.68 B L ME2018FRBAIAAR
#859.68 & 7T - MEL£20195F 124318 Ik
FE - AEEEGLEEBARK426087
Bt BH2018F AL EEBUAARE
437. 65%’730T2€%&5IJ2&E@§2019¢
12A3MB L FERAIZHH BAOTALEAE
RETFLE - BE - %ﬁ%&fi&@ﬁzaﬁufrljﬁﬂ%ﬁ :

For the year ended 31 December

BEZ12A31BLEE
2019 2019 2018 2018
RMB’'000 (%) RMB’000 (%)
ARET R AREFTT
Proprietary products production BHEER4EREE
and sales 17,896 11.7% 27,118 8.81%
Miacalcic BER 60,041 28.3% 105,578 40.01%
Total BEr 77,937 21.3% 132,696 23.22%
Finance Costs Bl & AR

The Group’s finance costs consist of interest on bank
and other borrowings and bank charges. Finance costs
increased by RMB23.3 million or 28.7% to RMB104.4
million for the year ended 31 December 2019, as
compared with RMB81.1 million for the corresponding
period in 2018. The increase in finance costs was mainly
due to increase in the borrowing rate of bank and other
borrowings for the Year under Review as compared with

the corresponding period in 2018.

TEXABESEE | FE®RS

AEENREKNABRBRITRAMEEN
FMERIBITER - BZE20195F12HA318 Ik
FE - MEXKTEMARE2338H T
28 7% EARM104.4EE T - HHELEZE2018
FRPAAARBSIIEET - MEK A
MEZEHREBEFAMNRITREMERDNE
B FR&2018F R HAE N -
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Management Discussion and Analysis (Continued)

BEBE W R D ()

Taxation

Income tax expense was RMB9.7 million for the year
ended 31 December 2019 as compared with the income
tax expense of RMB39.9 million for the corresponding
period in 2018.

Loss/Core Loss Attributable to Equity Holders of
the Company

Loss attributable to equity holders of the Company for the
year ended 31 December 2019 was RMB587.6 million as
compared with the loss attributable to equity holders of
the Company of RMB957.7 million for the corresponding
period in 2018. Core loss attributable to equity holders of
the Company for the year ended 31 December 2019 was
RMB544.0 million as compared to a core loss attributable
to equity holders of the Company of RMB637.9 million for
the corresponding period in 2018.

Earnings per Share

The basic earnings per share and basic core earnings per
share are calculated by dividing the profit attributable
to equity holders of the Company and the core
profit attributable to equity holders of the Company,
respectively, by the weighted average number of ordinary
shares of the Company in issue as of the year ended
31 December 2019. The diluted earnings per share and
diluted core earnings per share are calculated by dividing
the profit attributable to equity holders of the Company
and the core profit attributable to equity holders of the
Company, respectively, by the weighted average number
of ordinary shares of the Company in issue as of the year
ended 31 December 2019 (with adjustments made for all

potential dilution effect of the ordinary shares).

i T8

HZE2019F12A31BLFE - IEHHAEZA
ARBI7TEE T - BB ZR2018F R A A
FTSFiMAX ARM39.9B & T »

ot

HZE2019612A318 L E - ARRERE
BAELEEBAARKS87.6BET « MHLE
F2018FAHR AR A A=A ARIGE
BAR®ISTIEE T - RELE2019512A4
BVRIEFE  AARREHRAEARGERZOE
BRARKES44.088 7T ILEIZ20185FF
HARARAERFEABRGERLEBEEAR

S —

637 9BH & T °

G B F

BREXRBF R EBRERZOBF T B LA
AA A w1 A A RE R R B R A% 0 F R BA
HE2019F12A31BEFEARABDEITE
AR METHEAE FREFRILE
REBEZ OB BIAARAREEFAA
FEAS 4 A1 Ko 4207 PR LABUZE 201912 A 31
HIEFEARARRIBEEHTEBR 2 METHH
(ERTERZMEBEEETEERAR) G

= o
A
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Management Discussion and Analysis (Continued)

EEE W R D ()

As at 31 December

M12A318
2019 2018
Loss attributable to equity shareholders of the ARAE=REEGER
Company (RMB'000) (ARETF) (587,590) (957,666)
Plus: equity-settled share awarded and 0 : AR 2 45 B N0 DA R 1 228 %
share option expenses (RMB'000) BRERY(AREFT) 7,462 8,260
Plus: share of loss of an associate (RMB'000) m: pE—HBELRZEE
(AR¥TTT) 27 1,974
Plus: net exchange loss (RMB’000) neREELEEFEARETT) 1,508 4,348
Plus: net loss on disposal of property, plantand /1 : HENE BERRE
equipment, intangible assets and interests BYEERMBLRAERR
in subsidiaries (RMB’000) ERFBE(ARETT) 635 299
Core loss attributable to equity shareholders ARAERREEEROER
of the Company (RMB'000) (NREFT) (577,958) (942,785)
Less: Fair value change on financial liabilities at W BAREIABENERAREN
fair value through profit or loss (RMB’000) DREEEH(ARETT) 29,853 304,907
Less: Interest on convertible bonds o AARESFOF S 4,115 -
Diluted core loss attributable to equity shareholders 272 B %5 IR E fE(R & 510 BB
of the Company (RMB'000) (ANE®T) (543,990) (637,878)
Weighted average number of ordinary EETERRMETHE(TR)
shares in issue ("000) 1,764,008 1,565,810
Weighted average number of ordinary shares in TR ABREETEmMBITRG
issue after the effect of shares issued upon FRroBBEOILARY
exercise of share options ('000) MEZHE (F%) 1,764,008 1,565,810
Basic loss per share (RMB cent per share) BREAER (BRARED) (33.31) (61.16)
Diluted loss per share (RMB cent per share) BREBEEEER(BRARED) (33.31) (61.16)
Basic core loss per share (RMB cent per share) FREAZLER (BRARES) (32.76) (60.21)
Diluted core loss per share (RMB cent per share) ~ SREERLEER (BRARES) (32.76) (60.21)
GANNCTRE 7 - | FE#H® 52019
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Management Discussion and Analysis (Continued)

BEENWRD T (&)

The core loss attributable to equity shareholders of the
Company is the loss attributable to equity shareholders
of the Company excluding equity-settled share option
expenses, share of loss of an associate, net exchange loss
and net loss on disposal of property, plant and equipment

and intangible assets and interests in subsidiaries.

Capital Expenditure

Total capital expenditure spent for the year ended 31
December 2019 decreased by RMB163.0 million or
65.1% to RMB87.2 million, as compared with RMB250.2
million for the corresponding period in 2018, which was
mainly used for acquiring property, plant and equipment
in Suzhou and intangible assets relating to the work of

clinical trials on Xi Di Ke.

LIQUIDITY AND FINANCIAL RESOURCES
Treasury Policies

The primary objective of the Group’s capital management
is to maintain its ability to continue as a going concern
so that the Group can constantly provide returns for
shareholders of the Company and benefits for other
stakeholders by implementing proper product pricing
and securing access to financing at reasonable costs.
The Group actively and regularly reviews and manages
its capital structure and makes adjustments by taking
into consideration the changes in economic conditions,
its future capital requirements, prevailing and projected
profitability and operating cash flows, projected
capital expenditures and projected strategic investment
opportunities. The Group closely monitors its debt/assets
ratio, which is defined as total borrowings divided by total

assets.

ARAEDBEREEZOEBERIIAR R Ea
BREGBERENESAEBRENS
DE—RABERRZER EXEBERFER
HEME BMEMRBRETLEELHNEBER
IS ERFE

BARRX

HZE2019F12A31ALFE BAAXBE
WO ANRE163.08 8 L5 1%E AR
87288 T MALEZE2018F AR AAR
#2502B 8T TZERAREHMBEDE -
B K a4 - DA B MR B & R e MDSHT IS @
ERERMBRARTIEERANERLEE

RBESRUBEER

B 75 B R
AEEEAEENTIEARERFHERLE
BN AMAKEETEENEMEELIA
BERABGRE  BESAQBRBIRER
R EAEMBOEREREN AEEES
EHmA REREAGER  UEEZBLER
MEE - BRESFR BRI REHNAEFN
REOREEBERERE FAHEARNES
REREREMELAR AKETYEE
HeEEHEEL X (AIEREREBRUEER
a) -
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Management Discussion and Analysis (Continued)

EEE & D ()

Foreign Currency Exposure

The Group is exposed to currency risks primarily
through sales made by the Group’s Hong Kong and
PRC subsidiaries, certain bank deposits and bank loans
which are denominated in Hong Kong dollars. The Group
recorded a net exchange loss of RMB1.5 million for the
year ended 31 December 2019, while the net exchange
loss of the Group for the corresponding period in 2018
was RMB4.3 million. Currently, the Group does not
employ any financial instruments to hedge against foreign

exchange risk.

Interest Rate Exposure

The Group’s interest rate risk arises primarily from lease
liabilities, bank loans, unsecured debenture and bank
balances. Borrowings at variable rates expose the Group to
cash flow interest rate risk. Currently, the Group does not
employ any financial instruments to hedge against interest

rate risk.

Group Debt and Liquidity

N ERE
AEBHENIERBREERGAEENE
BRTEMBARKNEEEE RABITEE
WaE TIRITERRBPITER - B E2019512
ABMBLEFEREHREEFIEARB IS
T BZE2018F A AEEEREIBFE
RARMAIIBET - BRI AEBEWERA
Ef & B T A HINERR -

) = &
AEEONEEREIEREEEARE - |7
B BEMESRRITER - FRERS
AEEAZRERMERER - BAl > A&E
WERATOeR T AR =R -

SEEGLRBES

As at 31 December

MW12H318
2019 2018
RMB’000 RMB’000
AR T AREF T
Total debt BB 4EE (1,475,667) (1,411,632)

Time deposits, pledged bank deposits, FHFH - BIERIFRITER

cash and cash equivalents He2RESSEY 112,988 125,793
Net debt B 5 (1,362,679) (1,285,839)

Total debt comprises bank and other borrowings, lease
liabilities, financial liabilities at fair value through profit
or loss as disclosed in Notes 27, 28 and 29 to the

consolidated financial statements, respectively.

TEXABESEE | FE®RS

BRREBERTAEMEE HEGEU
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Management Discussion and Analysis (Continued)

BEEE &k D T (&)

The maturity profile of the Group’s bank and other

borrowings is set out as follows:

AEERTREMERE ZEFKHOT :

As at 31 December

M12A31H8
2019 2018
RMB’000 RMB’000

ARBT T ARBT T

Repayable: AR T EEEE
— Within one year — —F R 791,675 775,786
— After one but within two years — —FEEMFEN 171,073 95,070
— After two but within five years - MFBREAFNRN 59,706 139,694
1,022,454 1,010,550

The Group’s bank borrowings as at 31 December 2019
were approximately RMB791.5 million (31 December
2018: RMB859.3 million), out of which RMB598.1
million were bank borrowings from banks in the PRC (31
December 2018: RMB587.6 million) with fixed interest

rates ranging from 4.3% to 6.3% per annum.

As at 31 December 2019, the Group's bank borrowings
from banks in Hong Kong were approximately RMB193.4
million (31 December 2018: approximately RMB271.7
million). Save as disclosed above, as at 31 December 2019,
the Group had other borrowings of RMB231.0 million
(2018: RMB151.3 million).

The capital structure of the Company comprises issued
ordinary shares and debt securities. As of 31 December
2019, the Company had 1,904,635,472 ordinary shares in
issue and issued corporate bond of HK$26,399,000 in face
value. Of the issued bond, HK$9,049,000 of which carried
a coupon rate of 8% per annum and HK$17,350,000 of
which carried a coupon rate of 6% per annum, which
had a duration of one year and four years from the date

issued, respectively.

NEFIRTEER2019F128318BH A8 A
R#791 588 (20186 12A318 : AR
859.3A &) c AR HFBEZRITELAA
AR¥508 1THE L (20185F12A31H : AR
#5876B &)  AENEXERTFI3%E
6.3% °

201912318 - BEABZRITEEANR
ARM193.48 87T (20185F12A31H : &9
ARB27TMTEET) - BREXEBEEN - R
2019%F12A318 - "EE B AR K231.08
B (2018F : ARK151.3E8T) WEMME

o
NI

ARBIZEARBOEERTERARRE
BESH  BHZE2019F12A318 * XA 7
£1,904,635 472 ERTE AR EEE
26,399,000/ L 2 B #HITRARIMER - NE &
1TESHH + 9,049,000 BLEH 2 EEFE X
£8% + 17,350,000 LEH 2 ZEF B X
#6%  HIR SRR B BITEBES —F RN
£|5 o
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Debt-to-Assets Ratio

9

BEYHEEL:

A

The Group closely monitors its debt-to-assets ratio to AEETYEREABEHEELXNE(LE
optimize its capital structure so as to ensure solvency and BARGEE UBRERASENENENRFE
the Group's ability to continue as a going concern. EERES o
As at 31 December
M12H31H
2019 2018
RMB’000 RMB’000
ARBT R ARBTTT
Total debt (EREE 1,475,667 1,411,632
Total assets BEE 1,798,274 2,227,162
Debt-to-assets ratio BEYHEEL R 82.1% 63.4%
Charges on the Group's Assets REBEEERM

As at 31 December 2019, the Group’s bank deposits
of RMB40.0 million (31 December 2018: RMB38.0
million) were pledged to the banks to secure certain
bank loans and bills payable. As at 31 December 2019,
certain banking facilities of the Group were secured by
the Group’s fixed assets and trade receivables, which
amounted to RMB271.1 million (31 December 2018:
RMB277.3 million).

TEXABESEE | FE®RS

2019512 A31H - AEEMRITFERAR
#40.0E 27T (2018512 A31H : AR¥38.0
BEL) WERTRT  TEREEICE TR
TERREMNZRE - R2019F12A318 * &
SEETRITHETHASEARE271.18
BTHEEEEKRE S EWFIAEEF (2018
F12A318 : AR¥2773887T) °
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Management Discussion and Analysis (Continued)
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Capital Commitments BN AGE
As at 31 December
M12A318
2019 2018
RMB’000 RMB’'000
AR T ARBEF T
Contracted but not provided for ERTAME R
— property, plant and equipment —M% BB REE = 190
— investment in an associate —R—HBERRIZERE 20,000 20,000
— intangible asset: Teriparatide —EBIVEE - B R 156,965 154,422
- intangible asset: computer software  —EFEE : ;T E#REF - 1,375
176,965 175,987
As at 31 December 2019, the Group had total future R2019F 12 A318 » REBEKR O] R &L &
minimum lease payments under non- cancellable operating HEETHAZENERENRBELT

leases payable as follows:

As at 31 December

M12831H8
2019 2018
RMB’000 RMB’000

AR®T T ARBTT

Within one year —F R 2,877 11,917
After one year but within five years —FEBERFA - 5,281
2,877 17,198

28 China NT Pharma Group Company Limited | Annual Report 2019



Management Discussion and Analysis (Continued)

TERE W R D ()

The Group is the lessee of a number of properties under
operating leases. The leases typically run for an initial
period of one to three years. None of the leases includes

contingent rentals.

Significant Investments Held
Except for investments in its subsidiaries, the Group did
not hold any significant investment in equity interest in

any other company for the year ended 31 December 2019.

Material Acquisition and Disposal

Reference is made to the announcement of the Company
dated 10 July 2019 in relation to the conditional
acquisition agreements dated 25 June 2019 entered into
among, among others, the Company and WD Investment
Co., Ltd and other parties (the “Acquisition Agreements”)
and the conditional subscription agreements entered into
among, among others, the Company and Hong Kong
WD Pharmaceutical Co., Limited (the “Target Company”)
and other parties (the “Subscription Agreements”),
pursuant to which the Company will be interested in
approximately 52.00% of the total issued share capital of
the Target Company upon completion of the acquisition
and subscription and the Target Company will become
a non-wholly-owned subsidiary of the Company (the
“Proposed Transactions”). On 19 November 2019,
the Company and the relevant parties entered into a
termination agreement to terminate the Acquisition
Agreements with immediate effect. On the same day,
the Company and the relevant parties entered into a
termination agreement to terminate the Subscription
Agreements with immediate effect. As a result of the
above termination agreements, the Proposed Transactions

will not proceed.

AEEARELEHETHRZ RBY E R A
HA-ERABE-—RNT/HP—ZEZ=F" 1
Y AEELAES -

FRABEAKRE

BRIRERKBRRIN  AERERBE2019%F
12A3V B FE W AR EME MR Z B
ETPRATHEARE -

BRKENRLESE

R AR QT BB A2019F7A10B A
% NBRABARNTEWD Investment Co.,
Ltd R Hh A £ 5T B #1 /201966 H25H
WA GREYERE ((REBE]D  UAEAR
A FlH#iHong Kong WD Pharmaceutical Co.,
Limited (B2 A]) REMALIIZNE
R RE = ((RBEHHE]) B FEX
WEFEMNBBEFER  ARE{HEEER
NAIEBEITRABELS2.00%H = - M
BEEARNEKARAGINIEEZENERF
(TEZEXS]) - R2019F11 /198 - AL A
KB RART K977 BT 3L 4% 1 15 LA BB 4% 1 W BB
Wk o BH AR RBAETH TR IE
18R A BB 42 1E R BB 17 % o B0 Bl 4% 1E 167

% RERSBFRELS -
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The Board considers that the termination of the
Acquisition Agreements and the Subscription Agreements
will not have any material adverse effect on the operation
and financial position of the Group. Please refer to the
announcements of the Company dated 10 July 2019, 30
July 2019, 30 September 2019, 30 October 2019 and 19
November 2019 for further details.

Save as disclosed above, during the Year under Review,
the Group did not have any other material acquisition or

disposal.

Future Plans for Material Investments and
Capital Assets

The Group did not have other plans for material
investments and capital assets for the year ended 31
December 2019.

Contingent Liabilities
As at 31 December 2019, the Group had no material

contingent liabilities.

EFEERRUERALRBHEZIRILTE
HAKENEERMBRRERTMEX
THEE - E—FHBFLHARRAHRR
201947 A10H ~ 201947 H30H 201949
A308 - 20199 10A30H %2019 11819

Bznr& -

B EXMIEEI MEFA  NEBEE
MEMERKE N HESE -

BEAREREREENRK S

AEEREE2019F12 831 ILFEL &S
AREREREEZ EMthat2E -

HRBIE

MR2019%F 128310 AEBETEE AR E

(o
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ISSUE OF CONVERTIBLE BONDS

On 1 April 2019 and 2 April 2019, the Company entered
into a placing agreement and a supplemental placing
agreement respectively with the placing agent in relation
to the issuance of convertible bonds in an aggregate
principal amount of HK$234,600,000. Below is a summary

of the placing of the convertible bonds and the use of net

BITURRES
M2019%F4 318 &2019F4828 * AR A
B2 i 5 IR 9 Bl AT 32 B & 13 % el 7R Bl B 1
% NEABEITHRAS 234,600,000/ 7T
R HMRES - TREEEAIRRES KA
BHRIEFEACHHRE

proceeds:
Closing price
on the last
Reasons for trading day  Actual use of
fund-raising prior to the  net proceeds
Date of Date of Net proceeds and use of net date of ~as at 31 December

agreement  completion  Fund-raising activity

iELE nHAE  BEED

raised proceeds

RRFE REEER
TEFE FENEFERE U ERRR

agreement 2019
BEEEA 0195128318
RARAEN HENEFE

1 April 2019 18 April 2019 Convertible bonds in an aggregate principal HK$234,200,000 Repayment of existing HK$0.70 Al net proceeds have
Q19F4F18 201945188 amount of HK$234,600,000 have been allotted 2342000007 debts, business 0707 been utiised for the
and issued to three placees under the general development and repayment of existing
mandate. Such perpetual convertible bonds general working debts, business
could be converted into 316,172,506 ordinary capital development and
Shares with an aggregate par value of US$25.29 EEREER 2H% general working
at an initial conversion price of HK$0.742 per ER-Fegss capital

conversion share. The three placees are Mr.
Ho Kin, Mr. leong Chong Mang and Firstgreat
Limited. Firstgreat Limited is a company
beneficially owned by Mr. Cheung Ching Ping
Stephen,
FR-HRRET LR REIA 288134600000
BTN TARES T AARA « AATAR
BATENRARESRARKRN 28 LE
#5316,172,506R 5 BR 1N BELEA.29
ET o ZRARARMELEE BRERER
Firstgreat Limited ° Firstgreat Limited & — B f1 %
NS Fa -t EVANE

SNCTRE

MR ETECR
FEERAER %
BRER-HKEER

£
£B8 | FE#®RE20109
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Details of the issuance of convertible bonds were set out
in the announcements of the Company dated 1 April
2019, 2 April 2019, 17 April 2019 and 18 April 2019.

Save as disclosed above, the Company did not issue other
equity securities (including securities convertible into

equity securities) for cash during the Year under Review.

PURCHASE, SALE OR REDEMPTION OF
LISTED SECURITIES

Apart from a total of 1,791,500 Shares purchased by
the trustee of the Share Award Scheme on The Stock
Exchange of Hong Kong Limited (the “Stock Exchange”)
at the price of approximately HK$1,181,000 in aggregate
pursuant to the terms of the Share Award Scheme and
the relevant trust deed, neither the Company nor any of
its subsidiaries has purchased, sold or redeemed any of
the Company’s listed securities during the year ended 31
December 2019.

RELATIONSHIP WITH KEY
STAKEHOLDERS

Human resources is one of the most important assets of
the Group. The Group strives to motivate its employees
by providing them with a clear career path as well as
comprehensive and professional training courses. In
addition, the Group also offers competitive remuneration
packages to its employees, including basic salary, certain

benefits and other performance based incentives.

BREBTUBRKRES Z2FBHN AL B E
A2019%481H ~ 20194828 ~ 201944
A178 K2019F4818B 2 A% »

B EXCPTREEE SN - AR B B EEF NI &
BITHMRAR S (BRABRARAFSFZ
5 ABBERE -

BE -LEIFED LHES

BR AR 19 2R T 21 ) X 5E AR BAR () 22 B 5t &
RASFTER LG - LABEEA ™ 1,181,0007T
EEABARIBRAR (TBRM])BA
& 31,791,500/ IR A 5N + AR B Sl E AR AR BT

B HEIBOEMARALHES -

B 2D ERRIE

ANBERERAEENERZREEZ — A%
BBARANBHAOBEBEREEARTESR
ENEIRZABEER - I AKETR
BERHUAATEERFINFMGTE B
EAXFE & TEMNREADEBEZR -
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The Group purchases imported pharmaceutical products
from overseas suppliers, either directly or indirectly
through their sales agents, and generate revenue by
on-selling them to hospitals and pharmacies through
distributors and deliverers. Our suppliers or their sales
agents have granted us the rights to market, promote
and manage sales channels for their products in China.
The Group maintains a stable and long-term relationship
with its suppliers by providing them access to the growing

Chinese market with steady sales growth.

The Group sells pharmaceutical products to distributors,
who on-sell the products to hospitals and pharmacies
either directly or indirectly through their sub-distributors.
The Group maintains stable and long-term relationship
with its distributors by providing them guidance, training
and support to carry out more targeted field marketing

and promotion activities.

TEXABESEE | FE®RS

AEBEBIIMERER B BHENRIER
ERBEDER REBBEHHMEAR
BETERIEFEL NS - HEHREH
ERERTRMAETEHEN HEEMNE
BEMBEERENEN AEEREESHSE
FIREREREE  BEEE A LEATEE
EWREMS  BEGRENEEER -

AEERERETKHED SHEEERIK
HORHPREERETERRES - AEEH
SHPERRTERERE  /EHBEHRE
I‘%Hﬁiﬁ'uﬁﬁﬁéﬁﬁﬁﬁ%ﬁ
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Directors and Senior Management

ESRSNEER

EXECUTIVE DIRECTORS

Mr. Ng Tit (R#E%4%) , aged 56, co-founder of the
Group, has been the Chairman of the Board of Directors
and Chief Executive Officer of the Company since 1995.
Mr. Ng was appointed as the Company’s executive
Director on 1 March 2010, responsible for the overall
strategic planning and management of the Group. He
has extensive experience in the pharmaceutical industry,
having been engaged in the pharmaceutical business for
over 20 years. Prior to establishing the Group in 1995, Mr.
Ng worked for a number of relevant organisations and
enterprises. Mr. Ng is a member of Jiangsu Committee
of the Chinese People’s Political Consultative Conference
(“CPPCC") of the PRC, deputy director of Jiangsu
Committee of Hong Kong, Macau, Taiwan and Overseas
(Foreign Affairs) of CPPCC, vice president of Overseas
Friendship Association of Jiangsu Province, vice president
of Federation of HK Jiangsu Community Organisations
and Chairman of China Nation Culture Spread Ltd. (F
ERIELEEARARF]). Mr. Ng obtained his bachelor
degree from Guizhou University in 1986, and an Executive
Master of Business Administration (“EMBA"”) from
Fudan University (fBEEKZ) in 2007. He is the spouse
of Ms. Chin Yu, who is an executive Director, and the
brother-in-law of Dr. Qian Wei, who is a non-executive

Director.

Ms. Chin Yu (#85%Z=*) , aged 56, co-founder of
the Group. Ms. Chin has been re-designated from
non-executive Director to executive Director of the
Company since 1 February 2015. Ms. Chin is responsible
for the daily operations of NT Pharma (Hong Kong) Co.,
Ltd. Ms. Chin was appointed as non-executive Director on
1 March 2010. Prior to the establishment of the Group,
Ms. Chin was an accounting professional. Ms. Chin
worked in Bank of Communications from 1987 to 1993.
Ms. Chin is the spouse of Mr. Ng Tit, the Chairman of the
Board of Directors and Chief Executive Officer, and the

sister of Dr. Qian Wei, a non-executive Director.

HITES

REEE  S6R - ARTWBMARINRA B
19955 F UR—EREAEBEERE R KT
BAEE - RIEEN2010F318EZ T AR
REIMITES  BEAKENABERE
RER REERNBHETEBRREETLS
M EEEEEEE20F - 1995F Bl L A K H
Al REEXRBEEHBRBROETR - R
FERTFRARBGGHE SR IHEBIBE
B IIRERBARABUONE)ZEGEE
- IHEBIIBESEER BB IHML
BeegeR URFERBKRVELEEBR
NRAEER - RAEN1986F ERE M AL
B2 R2007FEREERESRER
ABTITHEBBELEMN -REEABNITES
BRZTOEBRIFNTESTEREF LK
xk o

Bzt sem AEEMNHBSAINA B
20152 A 1B RBEIATESTAETARERD
AIMMITESE - 3 L £ B ENT Pharma (Hong
Kong) Co., Ltd.2 B EE&EE - #£H12010
FIARREERFENTESF - BIVAEE
Al BAETREFTHERAL - 1987F F1993
FREARBRITER BT NEFRE
ERITBERRBEEOERB  HAFERT
EEERELTAOMmEK -
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Mr. Wu Weizhong (RELELE)
appointed as an executive Director of the Company on 20
March 2015. Mr. Wu is also the Senior Vice President of

aged 50, was

the Group, General Manager of manufacturing and supply
chain centre, chairman of Suzhou First and chairman
of NT Pharma (Changsha) Co., Ltd, having overall
responsibilities for organization of its own brand product
production, operational management and supply chain
management. Mr. Wu has over 20 years of experience in
pharmaceutical manufacturing. Prior to joining the Group,
Mr. Wu worked at various positions including engineer,
assistant manager and deputy factory manager of
Suzhou No. 4 Pharmaceutical Factory and was the factory
manager of Suzhou First. Mr. Wu obtained a bachelor’s
degree in Chemical Engineering from Dalian University
of Technology in 1992. He also obtained an EMBA from
Fudan University in 2004.

RAELBEE 5058 - H2015F3H20H &£
ERERRFIMATES - RELRBFEEAR
SESREIAE HERFREERLARL
B BNEEEER FTABHE(RDAR
RAEER 2HBEHEBEEEAMEE
MEAEEELERE HEREREIE-RE
SHEEMEEFEREAB20FNEELR
MAREBA - 5 EEH N E OB ER AR
Na| TI2AD - Bh LB REIME A REM
FEME - RIEERI9NFEBSRNEETK
B{LETES T2 - IIR2004FEBER
ARESRIHERELT 20 -
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Directors and Senior Management (Continued)
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NON-EXECUTIVE DIRECTOR

Dr. Qian Wei (£M 18 1), aged 63, was appointed as a
non-executive Director of the Company on 1 March 2010.
Dr. Qian is currently a tenured full professor of Biomedical
Engineering, University of Texas, and a fellow of American
Institute for Medical and Biological Engineering. He
also enrolled the Chinese 1000 Plan as an innovation
expert. He is Dean of the Sino-Dutch Biomedical and
Information Engineering School of Northeastern University.
Dr. Qian was appointed as Allen Henry Endowed Chair
Distinguished Professor of Electrical Engineering in the
Engineering College at Florida Institute of Technology
in 2009. He had previously been an associate professor
of Department of Interdisciplinary Oncology at Moffitt
Cancer Center, College of Medicine, University of South
Florida from 2001 to 2007. Dr. Qian has been given the
Stars Award of system research by University of Texas, US
in 2008, Award for Outstanding Research Achievements
by American Cancer Society in 2000. Dr. Qian received
Martrin Silberg Cancer Research Award for outstanding
achievements for two consecutive years in 1994 and 1995.
He obtained his doctorate of Biomedical Engineering
at Southeast University in 1990. He was a Postdoctoral
Research Associate of University of Notre Dame in 1992,
of University of South Florida in 1994. Dr. Qian is the
brother of Ms. Chin Yu, an executive Director and the
brother-in-law of Mr. Ng Tit, the Chairman and Chief

Executive Officer of the Group.

FHITES

8BEELT 635 N2010F381HEZTA
RARMFERITES BETRERAERRE
N ABEY BB TRREBRETHIE X
BlEMEBERTIZEMRE - (Fellow) * A
BERITAFE]EFERREBRARILR
BhEEmESEEIEERRE - B8t
B2009F AR B EHETBRET IRRE
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INDEPENDENT NON-EXECUTIVE
DIRECTORS

Mr. Yu Tze Shan Hailson (R#FIL 5% %), aged 63, was
appointed as an independent non-executive Director of the
Company on 29 June 2017. He was graduated from the
University of Calgary with a bachelor degree in Electrical
Engineering in 1979, graduated from the University of
Hong Kong with a master degree in Electrical Engineering
in 1987, graduated from City University of Hong Kong
with a master degree of law in Arbitration and Dispute
Resolution in 1995 and completed the postgraduate
diploma in Investment Management and postgraduate
certificates in Hong Kong Laws and Traditional Chinese

Medicine courses.

Mr. Yu served as equipment maintenance and testing
engineer, equipment maintenance and testing laboratory
manager, computer engineering and system engineering
manager of Ampex Ferrotec Limited (Hong Kong)
successively from June 1979 to September 1987. Mr.
Yu joined China International Trust and Investment
Corporation Hong Kong (Holdings) Limited and served as
general manager of engineering research and development
department and consultant of Petroleum Development and
LPG Tank Terminal Port successively from October 1987 to
January 1998. He has been serving as deputy managing
director of Versitech Limited and deputy director of
Technology Transfer Office of the University of Hong Kong

since February 1998 till now.

Mr. Yu has been serving as an independent non-executive
director of China Traditional Chinese Medicine Holdings
Co. Limited (formerly known as Winteam Pharmaceutical
Group Limited), a company listed on the Stock Exchange
in Hong Kong (stock code: 570), since November 2013
till now, and has been serving as an independent
non-executive director of Sinopharm Group Co. Ltd., a
company listed on the Stock Exchange (stock code: 1099),

since September 2014 till now.

BYFHITES

RFEEWLEE 6358 201756 H29H EZ
TARNARBULIENITES - HR1979F %
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Mr. Yu currently is a Chartered Engineer, fellow of each of
the Institute of Electrical Engineers, Hong Kong Institution
of Engineers, the Chartered Institute of Arbitrators and

Hong Kong Institute of Arbitrators.

Mr. Pan Fei, aged 64, was appointed as an independent
non-executive Director of the Group on 20 March 2020.
He has been a professor of accounting and the deputy
dean of the school of accountancy in Shanghai University
LB KE) since July
2000. Mr. Pan served as an |ndependent director of
Bright Dairy & Food Co., Ltd. (tBRZLERMHBR DA
(Stock code: 600597), a company listed on the Shanghai
Stock Exchange, from July 2009 to March 2016; an

of Finance and Economics

independent non-executive director of Shanghai Fudan-
EBEART
Al) (stock code: 1349), a company

Zhangjiang Bio-Pharmaceutical Co., Ltd. (
EMEEROHBRA
listed on the Stock Exchange, from June 2003 to May
2014; an independent non-executive director of Orient
Securities Company Limited (R 75 #EH R KD BBRAF]) (stock
code: 600958 and 3958), a company listed both on the
Shanghai Stock Exchange and the Stock Exchange, from
June 2015 to July 2017; an independent non-executive
director of Sinopec Shanghai Petrochemical Company
Limited (FBIAE BEA ML TRHBR R R)
338, 600688 and SH1), a company listed on the Stock
Exchange, the Shanghai Stock Exchange and the New York
Stock Exchange, from May 2017 to August 2017; and

(stock code:

an independent non-executive director of China Hengshi
Foundation Company Limited (RFE1EAHEZEBR A R])
(stock code: 1197) (delisted), a company listed on the
Stock Exchange, from May 2015 to March 2018.

RELBAIREBERFFILIZAM  REEFT
Hiimggt FEAILEMBEE L  HE
RefrEr2eet REEFRAEGEL

BREE 645 RZEZTF=-A=+H
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From March 1983 to June 1995 and from July 1995 to
June 2000, Mr. Pan had been a lecturer of accounting
and an associate professor of accounting in Shanghai
University of Finance and Economics, respectively. Mr. Pan
obtained a bachelor’'s degree, a master's degree and a
doctoral degree in accounting from Shanghai University of
Finance and Economics in January 1983, March 1991 and

July 1998 respectively, in Shanghai, China.

Dr. Zhao Yubiao, aged 49, was appointed as an
independent non-executive Director of the Group on
31 December 2019. He obtained his doctorate degree
in economics from Jilin University in June 2013. From
June 1990 to April 1996, he served as the manager of
accounting department and trading department of the
securities business department of Jilin Trust Investment
Company (Shanghai branch); from April 1996 to
December 2000, he served as the general manager
of the securities business department of Jilin Trust
Investment Company (Hongshan Road branch, Shanghai);
from December 2000 to December 2002, he served as
the general manager of Shanghai Jinluda Investment
Management Co., Ltd.; from December 2002 to May
2017, he served successively as the general manager, vice
chairman and chairman of Tianzhi Fund Management Co.,
Ltd.; from May 2018 to present, he has been serving as
the assistant to the chairman of Zhejiang Nandu Power
Supply Co., Ltd., the shares of which are listed on the
Shenzhen Stock Exchange (stock code: 300068); from May
2019 to present, he has been serving as an independent
director of Huafon Microfibre (Shanghai) Co., Ltd., the
shares of which are listed on the Shenzhen Stock Exchange
(stock code: 300180).

SIS
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Directors and Senior Management (Continued)

EERSNEERE (8)

SENIOR MANAGEMENT

Mr. Ge Baoming (EHE#54) , Vice President of the
Group and General Manager of R&D and Medical
Affairs Centre

Mr. Ge, aged 54, joined the Group in March 2013 to
serve as the Vice President and General Manager of R&D
and Medical Affairs Centre. He is responsible for product
R&D, clinical medical support, registration and regulatory
affairs, managing adverse event of pharmaceuticals and
intellectual property management and management of
R&D and Medical Affairs Centre. Mr. Ge has over 20 years
of experience in product introduction, registration, R&D
and clinical medical affairs. Prior to joining the Group,
Mr. Ge served as a director of research and development
and medical affairs at various well-known pharmaceutical
companies, including Rottapharm, Luye Pharma Group
Limited and Shanghai Green Valley Pharmaceutical Co.,
Ltd. Mr. Ge obtained his bachelor degree of Clinical
Medicine from Beijing Medical University in 1990. He also
obtained a master degree in Clinical Medicine from The
University of Western Ontario in 2003.
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Directors and Senior Management (Continued)

ESENEREERE (B)

Ms. Fang Jing (53 % t), aged 50, joined the Company
on 27 May 2019 as the Chief Operating Officer. She was
further appointed as the Chief Financial Officer on 29
November 2019 and is responsible for the supervision
and management of financial matters and financial risks
of the Group. Ms. Fang has obtained the professional
qualification as Chinese accountant and has over 20
years of extensive experience in accounting, financial
management and corporate management. Prior to joining
the Company, from 1997 to 2019, Ms. Fang worked at
Shanghai Zhangjiang (Group) Co., Ltd. and Shanghai
Zhangjiang Hi-Tech Park Development Co., Ltd., a
company listed on the Shanghai Stock Exchange (Stock
Code: 600895), both of which are located in the Shanghai
Zhangjiang Hi-Tech Park, and served different positions
successively including the group’s external financial
controller, general manager of the asset management
department and administration director. Ms. Fang
graduated from Shanghai Lixin Accounting and Finance
College in 1990 with a bachelor’'s degree in economics.
Ms. Fang obtained the senior technician qualification
in the field of financial management from the Training
Technical Instruction Center of China Vocational Skill
Appraisal Management Center in 2012 and obtained the
national registered practitioner qualification as “Enterprise
Risk Manager” from the Asia Association of Risk and Crisis
Management in 2013.
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Corporate Governance Report

TRERHE

The Board is committed to maintaining a high standard
of corporate governance. The Board believes that a
high standard of corporate governance will provide a
framework for the Company to formulate its business
strategies and policies, and manage and lower the
associated risks through effective internal control
procedures. It will also enhance the transparency of
the Company and strengthen the accountability to its
shareholders and stakeholders.

CORPORATE GOVERNANCE CODE

The Company has adopted the code provisions set out in
the Corporate Governance Code (the “Code”) contained
in Appendix 14 to the Rules Governing the Listing of
Securities of the Stock Exchange (the “Listing Rules”)
and certain recommended best practices. The Company
has complied with all the applicable code provisions in
the Code throughout the year ended 31 December 2019,
save as disclosed below and in this corporate governance
report:

Code provision A.2.1 of the Code stipulates that the
roles of chairman and chief executive officer should
be separate and should not be performed by the same
individual. Mr. Ng Tit assumes both the roles of chairman
and chief executive officer of the Company. Nevertheless,
the division of responsibilities between the two roles is
clearly defined. On the whole, the role of chairman is
that of monitoring the duties and performance of the
Board, whereas the role of chief executive officer is that
of managing the Company’s business. The Board believes
that at the current stage of development of the Company,
vesting the roles of both chairman and chief executive
officer in the same person provides the Company with a
strong and consistent leadership and allows for effective
and efficient planning and implementation of business
decisions and strategies.

Mr. Ng is the main founder of the Group and he is
responsible for the overall strategic planning and
management of the Group. He has played an important
role during the Group’s expansion. Mr. Ng has extensive
experience in the pharmaceutical industry, having been
engaged in the pharmaceutical business for over 20 years.
At present, the Board believes that it is beneficial to the
management and development of the Group’s businesses
for Mr. Ng to be both the chairman and chief executive
officer as it helps to facilitate the Board’s decision-making.
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The Board currently comprises three executive Directors,
one non-executive Director and three independent
non-executive Directors, with independent non-executive
Directors representing more than one-third of the Board.
Such percentage of independent non-executive Directors
on the Board can ensure their views carry significant

weight and reflect the independence of the Board.

DIRECTORS’ SECURITIES TRANSACTIONS
The Company has adopted the Model Code for Securities

Transactions by Directors of Listed Issuers (the “Model
Code”) contained in Appendix 10 to the Listing Rules as
its own code of conduct regarding Directors’ securities
transactions. After making specific enquiry to the
Directors, it is confirmed that all Directors have complied
with the standards as stipulated in the Model Code
throughout the year ended 31 December 2019.

INDEPENDENT NON-EXECUTIVE
DIRECTORS

Save as disclosed below, for the period from 1 January
2019 to 31 December 2019, the Board had at all times
met the requirements of Rules 3.10 and 3.10A of the
Listing Rules relating to the appointment of at least three
independent non-executive Directors with at least one of
them possessing appropriate professional qualifications
or accounting or related financial management expertise
and the number of independent non-executive Directors

representing at least one-third of the Board.
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Corporate Governance Report (Continued)
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Following the resignation of Mr. Patrick Sun on 31
December 2019, the Company had no independent
non-executive Director who has the appropriate
professional qualifications or accounting or related
financial management expertise and had only two
members in the Audit Committee with a chairman
vacancy, as such, the Company failed to meet (i) the
requirement set out in Rule 3.10(2) of the Listing Rules
that at least one of the independent non-executive
Directors must have appropriate professional qualifications
or accounting or related financial management expertise;
and (ii) the requirements set out in Rule 3.21 of the Listing
Rules that the Audit Committee must comprise a minimum
of three members and must be chaired by an independent
non-executive Director.

On 20 March 2020, the Board appointed Mr. Pan Fei
to fill the vacancy of the position of an independent
non-executive Director who has the appropriate
professional qualifications or accounting or related
financial management expertise within three months from
the effective date of the resignation of Mr. Patrick Sun
and the chairman of the Audit Committee. Since then, the
Company has complied with Rules 3.10(2) and 3.21 of the
Listing Rules.

The Company has received annual confirmations from
each of the independent non-executive Directors in
respect of their independence pursuant to Rule 3.13 of
the Listing Rules. The Company considers that all existing
independent non-executive Directors are independent in
accordance with the independence guidelines set out in
the Listing Rules and are free of any relationship that could
materially interfere with the exercise of their independent
judgments.

THE BOARD

The Board is responsible for achieving corporate goals,
formulating development strategy, reviewing the
organizational structure, monitoring business activities
and performance of management and determining the
policy for corporate governance of the Company so as to
protect and maximize the interests of the Company and
the shareholders as a whole. Matters relating to the daily
operations of the Group are delegated to management.
During the Year under Review, the Board considered and
approved the annual budget and its performance under
management supervision together with the business
reports from management. The Board also reviewed and
approved the final results for the year ended 31 December
2019 and other critical business operations. The Board also
assessed the internal control and the financial matters of
the Group.
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Board Composition
The Board composition for the year ended 31 December
2019 and up to the date of this report are as follows:

Executive Directors

Mr. Ng Tit (Chairman and Chief Executive Officer)

Ms. Chin Yu

Mr. Wu Weizhong

Mr. Wang Fei (appointed on 10 January 2019 and resigned
on 29 November 2019)

Non-executive Directors

Dr. Qian Wei
Ms. Lou Jianying (resigned on 29 November 2019)

Independent Non-executive Directors

Mr. Patrick Sun (resigned on 31 December 2019)
Mr. Yu Tze Shan Hailson

Dr. Yan Hong (resigned on 20 March 2020)

Dr. Zhao Yubiao (appointed on 31 December 2019)
Mr. Pan Fei (appointed on 20 March 2020)

As at the date of this annual report, the Board comprises
seven Directors, including three executive Directors,
one non-executive Director and three independent
non-executive Directors. The members of the Board
possess diverse and rich industry backgrounds with
appropriate professional qualifications. Please refer to the
section headed — "Directors and Senior Management” for
their profiles.

To the best knowledge of the Board, save as disclosed in
the section headed "Directors and Senior Management”,
there is no financial, business, family or other material/
relevant relationship among members of the Board. Board
members are free to exercise their independent judgment.

Under code provision A.4.1 of the Code contained in
Appendix 14 to the Listing Rules, non-executive Directors
should be appointed for a specific term, subject to
re-election. The non-executive Directors were appointed
for a term of three years, subject to re-election when
appropriate by the Company in general meeting.
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Board Diversity Policy

To demonstrate the Company’s continued commitment
to high standards of corporate governance, the Board
adopted a Board Diversity Policy in August 2013 to comply
with the code provision A.5.6 of the Code on board
diversity. The policy is as follows:

Purpose

This policy aims to set out the approach to achieve
diversity on the Board.

Vision

The Company recognises and embraces the benefits
of having a diverse Board to enhance the quality of its
performance.

Policy Statement

The Company recognises and embraces the benefits of
having a diverse Board and sees increasing diversity at
the board level as an essential element in maintaining the
Company’s competitive advantage.

The Company believes that greater diversity of directors is
good for corporate governance and is committed:

. to attract and retain candidate(s) for the Board with
a combination of competencies from the widest
possible pool of available talent;

o to maintain a Board with diversity perspectives at
all levels, in particular, those are aligning with the
Company's strategy and objectives;

o to assess regularly the diversity profile of the Board
and, where applicable, senior management prepared
for Board positions under the succession planning of
the Company and the progress on achieving diversity
objectives, if any;

. to ensure that the selection and nomination of Board
positions are appropriately structured so that a
diverse range of candidates can be considered;
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o to set up appropriate procedures for development
of a broader and more diverse pool of skilled and
experienced senior management that would be

prepared for Board positions; and

o to ensure that changes to the Board’'s composition

can be managed without undue disruption.

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 and knowledge. The ultimate decision
will be based on merit and contribution that the selected

candidates will bring to the Board.

Review of this Policy

The Board will review this policy on a regular basis to

ensure its continued effectiveness.

For the purpose of implementation of the Board Diversity

Policy, the following measurable objectives were adopted:

(A) at least one-third of the members of the Board shall

be independent non-executive directors;

(B) at least one of the members of the Board shall
have obtained accounting or other professional

qualifications;

(C) atleast 70% of the members of the Board shall have
more than seven years of experience in the industry

he/she is specialised in; and

(D) at least two of the members of the Board shall have

China-related work experience.
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The Board is of the view that its diversity level is
appropriate in terms of gender, age, cultural and
educational background, professional experience, skills
and knowledge of the Directors. However, the Board will
continue to observe the Board Diversity Policy and consider
potential candidates against the objectives set out in the
Board Diversity Policy in order to achieve diversity on the
Board.

Board Meetings

The Board conducts meetings on a regular basis and on
an ad hoc basis, whenever required. The Company will
convene at least four regular meetings every year. In 2019,
the Company convened four regular Board meetings. The
attendance records of the regular Board meetings held
during the year ended 31 December 2019 are set out
below:

EXeRA HEEFHN  F& XEEHK
EER BELR ReERIBTE - EZ
TERREBRE - AWM EFSHEEER
EZEZEBER IRNBEESSTIEBE
Iz BEREREBENE NWEHEFES
Tk °

EEEEH

Exgxffnes VEASENCRAR
BeZ AARBSFEL M4 THe
o R2019F - ARRIBRRITANTHESS
G o REE2019F12A31H L FERNETT
WEHESEEENERLEHINOT .

Meeting
attendance/
number of Attendance
regular meetings rate (%)
eRHE/ =
Name of Directors EERS EHEBERE (%)
Executive Directors BITES
Mr. Ng Tit (Chairman and Chief REEE(FEFTHHER)

Executive Officer) 4/4 100%
Ms. Chin Yu BRI 4/4 100%
Mr. Wu Weizhong RRBEE 4/4 100%
Mr. Wang Fei FRESE

(appointed on 10 January 2019 and (2019415108 EZ T )

resigned on 29 November 2019) 2019411 H29H g L) 4/4 100%
Non-Executive Directors *HITES
Dr. Qian Wei BEEE T 4/4 100%
Ms. Lou Jianying ERERLT

(resigned on 29 November 2019) (R2019F 11 529H g 1T) 4/4 100%
Independent Non-Executive BYEHTES

Directors
Mr. Patrick Sun FEELE

(resigned on 31 December 2019) (R2019F12H31H B ) 4/4 100%
Mr. Yu Tze Shan Hailson SR A 4/4 100%
Dr. Yan Hong BRAE T

(resigned on 20 March 2020) (R2020%F3H20H g L) 4/4 100%
Dr. Zhao Yubiao HMEMELT N/A N/A

(appointed on 31 December 2019) (R2019F 12531 HEZ(T) TE A T~EA
Mr. Pan Fei ER LA N/A N/A

(appointed on 20 March 2020) (R2020F3720H#Z (F) TE A TiE A
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Notices of regular Board meetings are given to all Directors
at least 14 days before the meetings. For other Board
committee meetings, reasonable notice is generally given.
The agendas and accompanying Board papers are given to
all Directors in a timely manner.

All Directors have full and timely access to all relevant
information and the advice of the company secretary, to
ensure that Board procedures and all applicable rules and
regulations are followed. Upon making request to the
Board, all Directors may obtain independent professional
advice at the Company’s expense for carrying out their
functions.

The minutes of all Board committee meetings are kept
by the Company at its Hong Kong office. Draft and final
versions of the minutes are normally circulated to the
Directors for comment within a reasonable time after
each meeting and the final version is open for Directors’

inspection.

Training for Directors

For each newly appointed Director, he/she will be provided
with an induction course so as to ensure that he/she has
appropriate understanding of the business and operations
of the Company and that he/she is fully aware of his/her
responsibilities and obligations under the Listing Rules and

the relevant regulatory requirements.

There are also arrangements in place for providing
continuing briefing and professional development to

Directors whenever necessary.

During the year ended 31 December 2019, the Company
circulated materials relevant to the Director’s duties and
responsibilities to Directors and management of the

Company for their reading and reference.
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A summary of the reading record and attending external HZE2019F12A31HILFEEAREHE
seminars/briefings of the Directors for the year ended 31 EZTMECHRER2NIEHTE BN EeS
December 2019 and up to the date of this report are as B
follows:
Attending
Reading external
regulatory seminars/
update briefings
MEEESEZ %bﬂﬁl\"ﬁ

=
RFAE WHEE /BNESE

Executive Directors HITES
Mr. Ng Tit (Chairman and REFE (FERTHAR)

Chief Executive Officer) v/
Ms. Chin Yu BRZL v
Mr. Wu Weizhong RELEE v
Mr. Wang Fei FTREE

(resigned on 29 November 2019) (R2019%11H29A B 1T) 4
Non-executive Directors FHTES
Dr. Qian Wei St 4
Ms. Lou Jianying EYiet R

(resigned on 29 November 2019) (R2019%11529A B HF) 4
Independent Non-executive BYEHITES

Directors
Mr. Patrick Sun EFEELE

(resigned on 31 December 2019) (R2019F12431H G F) v 4
Mr. Yu Tze Shan Hailson REEILEE v
Dr. Yan Hong [SEIN

(resigned on 20 March 2020) (R2020%F3 /208 FFF) v
Dr. Zhao Yubiao BEREL

(appointed on 31 December 2019) (R2019F 12531 HEZ(F) v 4
Mr. Pan Fei BEREE

(appointed on 20 March 2020) (R2020%F3 /200 #ZF) v v

+

EE LA E M E E R MBRER

Directors’ and Senior Officers’ Liability Insurance
and Indemnity

Ty
kO

The Company has arranged appropriate liability insurance ARRERHBEEETRBUAREERRR
to indemnify the Directors and senior officers for their BEAGCEEDHEFNEEMREELRBE
liabilities arising out of corporate activities. For the year RE - BE2019F12A3MBIEFE ESEK
ended 31 December 2019, no claim has been made SRBEY EmERE -

against the Directors and senior officers.
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Board Committees

The Board has set up three Board committees, namely,
the Audit Committee, the Remuneration Committee
and the Nomination Committee (collectively the “Board
Committees”), for overseeing particular aspects of the

Company’s affairs.

The Board Committees are provided with sufficient
resources to discharge their duties and, upon reasonable
request, are able to seek independent professional advice

in appropriate circumstances, at the Company’s expense.

AUDIT COMMITTEE

The Board established the Audit Committee on 26 March
2011, with written terms of reference in compliance with
the Listing Rules. Currently, it is chaired by Mr. Pan Fei and
comprises two other members, namely Mr. Yu Tze Shan
Hailson and Dr. Zhao Yubiao, all of whom are independent

non-executive Directors.

The primary duties of the Audit Committee are to make
recommendations to the Board on the appointment and
removal of the external auditors, review the financial
statements, oversee and provide advice in respect of the
financial reporting system, oversee the internal control
procedures and perform the corporate governance duties

of the Company.

The Audit Committee is responsible for performing the

following corporate governance duties:

1. to develop and review the Company’s policies
and practices on corporate governance and make
recommendations to Directors;

2. to review and monitor the training and continuous
professional development of Directors and senior

management;

3. to review and monitor the Company’s policies and
practices on compliance with legal and regulatory

requirements;
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4. to develop, review and monitor the code of conduct

and compliance manual (if any) applicable to

employees and Directors; and

5.  to review the Company’s compliance with Appendix
14 to the Listing Rules (Corporate Governance Code

and Corporate Governance Report).

During the year ended 31 December 2019, the Audit
Committee convened three meetings:

4. %UE‘%B@&EE?MEE&%%% F Y
TRTAREHRFMIIE)

5. FBARFEST AR RIS+ (b
EEATAREEERRS)MBER -

HZE2019F12A31HILFE  EZLEEH

B3R g :

Meeting
attendance/
number of Attendance rate

meetings (%)
E T HER
Name of Directors = EBRHE (%)
Mr. Pan Fei (Chairman) BREE (FE) N/A N/A
(appointed on 20 March 2020) (R2020%F3H520H #EZ(F) T A i A
Mr. Yu Tze Shan Hailson AL A 3/3 100%
Mr. Patrick Sun FEEELE
(resigned on 31 December 2019)  (R2019F 12531 H B*F) 3/3 100%
Dr. Yan Hong SEIN
(resigned on 20 March 2020) (R2020%F3H20H E1T) 2/3 66.67%
Dr. Zhao Yubiao HEEIE LT N/A N/A
(appointed on 20 March 2020) (R2020F3H20H /& Z (F) 5 A 38 A

During the Year under Review, the Audit Committee
together with the management of the Company reviewed
the Code, the accounting principles and practices
adopted by the Group and discussed the Group’s internal
control, risk management and financial reporting matters,
including a review of the annual results for the year
ended 31 December 2018 and the interim results for the
six months ended 30 June 2019, with recommendation
to the Board for approval. The Audit Committee has also
recommended to the Board that, subject to shareholders’
approval at the forthcoming annual general meeting,
Crowe (HK) CPA Limited be re-appointed as the external

auditor of the Company.
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REMUNERATION COMMITTEE

The Board established the Remuneration Committee
on 26 March 2011, with written terms of reference in
compliance with the Listing Rules. Currently, Mr. Yu Tze
Shan Hailson, an independent non-executive Director, is
the chairman of the Remuneration Committee. Dr. Zhao
Yubiao, an independent non-executive Director, and Mr.
Ng Tit, an executive Director, are the other two members

of the Remuneration Committee.

The primary functions of the Remuneration Committee are
to evaluate the performance and make recommendations
on the remuneration package of Directors and senior
management, as well as the retirement scheme and
the performance assessment system and bonus and

commission policies of the Company.

The remuneration of Directors is based on their skills,
knowledge, performance of the Company, industry
benchmarks and prevailing market conditions. No Director
or senior management will be involved in any discussion
in connection with his or her own remuneration. The
Remuneration Committee may also consult with the
chairman on its proposals relating to the remuneration
of other executives and Directors and has access to
professional advice if required. The main objective of the
remuneration policy is to ensure that the Company is able
to attract, retain and motivate a high caliber team which is

essential to the success of the Company.
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During the year ended 31 December 2019, the

Remuneration Committee convened three meetings:

HZE2019F12A31BILFE HFHNEEE2A

FlB3R & ¢

Meeting
attendance/ Attendance
number of rate
meetings (%)
eRHE/
Name of Directors EEpgg BRARY i &(%)
Mr. Yu Tze Shan Hailson KW EE (EFFE)
(Chairman) 3/3 100%
Mr. Patrick Sun ETESESE
(resigned on 31 December 2019)  (R20194 12431 H BF () 3/3 100%
Mr. Ng Tit REEE 3/3 100%
Dr. Zhao Yubiao HBEREL N/A N/A
(appointed on 31 December 2019) (R20194F 12831 HEZ F) i A E A

During the Year under Review, the Remuneration
Committee has reviewed the remuneration policy
and structure of the executive Directors and senior
management of the Company, and offered advice on the

same to the Board.

Pursuant to code provision B.1.5 of the Code, the
remuneration by band of the senior management for the

year ended 31 December 2019 are set out below:

REBEFERN FHEESCEZ AR AT
EEREREBEABNFMBRRRRE X
MESESRHABES

RIEST R 2 SFRIECEB.1.505F » 220194
NANBLEE  RFWHEzSREEA
BEAMT

Number of
Remuneration band (RMB) individuals
FMEE (ARY) A8
0 - 1,000,000 3
1,000,001 - 2,000,000 2
2,000,001 - 3,000,000 0
3,000,001 - 4,000,000 1
4,000,001 - 5,000,000 0
5,000,001 above A _E 0

China NT Pharma Group Company Limited | Annual Report 2019



Corporate Governance Report (Continued)

TRERBE (&)

NOMINATION COMMITTEE

The Board established the Nomination Committee on
26 March 2011, with written terms of reference in
compliance with the Listing Rules. Currently, it is chaired
by Mr. Ng Tit, an executive Director, and comprises
two other members, namely Dr. Zhao Yubiao and Mr.
Yu Tze Shan Hailson, both of whom are independent

non-executive Directors.

The primary functions of the Nomination Committee is to
make recommendations to the Board regarding candidates

to fill vacancies on the Board.

The duties of the Nomination Committee also include
reviewing the structure, number and composition of
the Board; submitting proposals to the Board on the
appointment of the chief executive officer and director;
reviewing the independence of the independent
non-executive Directors and submitting proposals to
the Board. The authority and duties of the Nomination

Committee are clearly set out in its terms of reference.

During the year ended 31 December 2019, the

Nomination Committee convened three meeting:
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Meeting
attendance/  Attendance
number of rate
meetings (%)
eBLRE HE=
Name of Directors EEHNSE SRRH (%)
Mr. Ng Tit (Chairman) REFTE(EE) 3/3 100%

Mr. Patrick Sun FEESLE
(resigned on 31 December 2019) (2019412 A31H BHE) 3/3 100%
Mr. Yu Tze Shan Hailson RELLE 3/3 100%
Dr. Zhao Yubiao HERELT N/A N/A
(appointed on 31 December 2019) (R2019%F 12531 HEZ (F) A iE A A
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During the Year under Review, the Nomination Committee
has reviewed the structure, size and diversity (including
the skills, knowledge, experience, gender, cultural and
educational background) of the Board, considered the
proposed appointment of director, conducted performance
evaluations to assess whether the non-executive Directors
have spent enough time in fulfilling their duties, assessed
the independence of independent non-executive Directors,
and kept under review the leadership needs of the
organization, both executive and non-executive, with a
view to ensuring the continued ability of the organization

to compete effectively in the marketplace.

A “Nomination Policy” for Directors was formally adopted
and the nomination procedures, process and criteria to
select and recommend candidates for directorship was set
out in the Nomination Committee’s terms of reference.
The Nomination Policy applies to the directors of the
Company and where applicable, senior management
prepared for Board positions under the succession

planning of the Company.

The Nomination Policy aims to (i) set out the criteria and
process in the nomination and appointment of directors of
the Company; (ii) ensure that the Board of the Company
has a balance of skills, experience and diversity of
perspectives appropriate to the Company; and (iii) ensure
the Board continuity and appropriate leadership at board

level.

In evaluating and selecting any candidate for directorship,

the following criteria should be considered:
o character and integrity;

o qualifications including professional qualifications,
skills, knowledge and experience and diversity
aspects under the Board Diversity Policy that are
relevant to the Company’s business and corporate

strategy;
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any measurable objectives adopted for achieving

diversity on the Board;

requirement for the Board to have independent
non-executive directors in accordance with the
Listing Rules and whether the candidate would
be considered independent with reference to the

independence guidelines set out in the Listing Rules;

any potential contributions the candidate can
bring to the Board in terms of qualifications, skills,

experience, independence and gender diversity;

willingness and ability to devote adequate time to
discharge duties as a member of the Board and/or

Board committee(s) of the Company; and

such other perspectives that are appropriate to the
Company’s business and succession plan and where
applicable, may be adopted and/or amended by the
Board and/or the Nomination Committee from time
to time for nomination of directors and succession

planning.

NOMINATION PROCESS

Appointment of New Director

The Nomination Committee and/or the Board may
select candidates for directorship from various
channels, including but not limited to internal
promotion, re-designation, referral by other member

of the management and external recruitment agents.

The Nomination Committee and/or the Board should,
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.

OB %

BEREERSTILRMN AT
B

il

RELTRINESTEKEBRER LI
HITEENRTE  UARB2RETRBIM
HHBI MRS REARDRERB

Wit

RBAEER B ER BUBHR
VRIS AT B AU EE S (E M ER
BB

BREANBERBITEEE R HARE
EXZBeNBNRBBNER MEE
K

RARBHEERBEEAEMEBEE
HMEMBE ARk (ER) EEERS
HIRBLZBETHREFIRA KBTS
BImTRE R N RIS RT VM B o

REEF
REHES

%

REZEGR /AEFSIRTERE
MEeEEAE BREATRRAIE
Tt #\BE - HEBREKE SN RINR
HRERES -

REZESR /LAEFSRERIER
MEENREZRIREANEAEZR (K
BB & - KB Ll R R

BA - AHEZEEAREEEREE
Ex-
cEEE | FEHE2019

57



58

Corporate Governance Report (Continued)
TEERBME (&)

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

iv.  The Nomination Committee should then recommend
to the Board to appoint the appropriate candidate
for directorship, as applicable.

V. For any person that is nominated by a shareholder
for election as a director at the general meeting of
the Company, the Nomination Committee and/or the
Board should evaluate such candidate based on the
criteria as set out above to determine whether such
candidate is qualified for directorship.

Where appropriate, the Nomination Committee and/or the
Board should make recommendation to shareholders in
respect of the proposed election of director at the general
meeting.

Re-election of Director at General Meeting

i. The Nomination Committee and/or the Board should
review the overall contribution and service to the
Company of the retiring director and the level of
participation and performance on the Board.

ii.  The Nomination Committee and/or the Board should
also review and determine whether the retiring
director continues to meet the criteria as set out
above.

ii.  The Nomination Committee and/or the Board should
then make recommendation to shareholders in
respect of the proposed re-election of director at the
general meeting.

Where the Board proposes a resolution to elect or re-elect
a candidate as director at the general meeting, the
relevant information of the candidate will be disclosed in
the circular to shareholders and/or explanatory statement
accompanying the notice of the relevant general meeting
in accordance with the Listing Rules and/or applicable laws
and regulations.
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ACCOUNTABILITY

The Directors acknowledge their responsibility to present
a balanced, clear and understandable set of consolidated
financial statements in each of the annual and interim
reports. Save as disclosed in the independent auditor’s
report under the heading “Material Uncertainty Related
to Going Concern”, the Directors are not aware of any
material uncertainties relating to events or conditions
that may cast significant doubt upon the Group’s ability
to continue as a going concern as at 31 December 2019.
Please refer to note 2(b) of the audited consolidated
financial statements for details.

The Directors are of the view that the Group and the
Company will be able to continue as going concern and
that the financial statements have been prepared on that
basis.

INTERNAL AUDIT

The Internal Audit (“IA") of the Group is designed to
help the Group protect its assets and information. The
presence of IA empowers the Group to implement best
business practices in challenging business environments.
The Group’s IA covers a number of in-house procedures
and policies including, among others, the relevant
financial, operational and compliance controls and
risk management procedures. |A carries out systematic
independent reviews of all business units and subsidiaries
in the Group on an ongoing basis. The frequency of review
of individual business unit or subsidiary is determined
after an assessment of the risks involved. The Audit
Committee endorses the internal audit plan annually. IA
has unrestricted access to all parts of the business, and
direct access to any level of management including the
chairman, or the chairman of the Audit Committee, as
it considers necessary. The audit result is discussed and
agreed with the management of the Group subsequent to
each review. A summary of major audit findings together
with the actions to be taken by the Group’s management
for rectifying the control weaknesses is also submitted to
the Audit Committee. The implementation of the remedial
actions will then be followed up and the implementation
progress will be reported to the Audit Committee each
time it meets.
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RISK MANAGEMENT AND INTERNAL
CONTROL

The Board is responsible for maintaining an adequate
system of risk management and internal control and
reviewing its effectiveness. The risk management and
internal control system is designed to facilitate the
effectiveness and efficiency of operations, safeguard
assets against unauthorized use and disposition, ensure
the maintenance of proper accounting records and the
truth and fairness of the financial statements, and ensure
compliance with relevant legislation and regulations. It
provides reasonable, but not absolute, assurance against
material misstatement or loss and management rather
than elimination of risks associated with its business
activities. During the year 2019, the Board, through
the Audit Committee, reviewed the effectiveness of the
Group’s risk management and internal control system
covering all material controls and risk management
functions. The review is conducted annually in accordance
with the requirement of the Code. In accordance with the
Code requirements, the Audit Committee also reviewed
and was satisfied with the adequacy of resources,
qualifications and experience of staff of the Group’s
accounting and financial reporting function, and their
training programmes and budget for the year ended 31
December 2019. In addition, IA conducts regular and
independent reviews of the effectiveness of the Group’s
risk management and internal control system. The Audit
Committee reviews the findings and opinion of IA on
the effectiveness of the Group’s risk management and
internal control system and reports to the Board on such
reviews. To ensure the highest standard of integrity in our
businesses, the Group has adopted a “Code of Conduct”
defining the ethical standards expected of all employees.
Training courses on the “Code of Conduct” are held

regularly for all employees.

The Board is not aware of any significant internal control
weaknesses nor significant breach of limits or risk

management policies.
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RISK FACTORS

The Group’s businesses, financial conditions, results
of operations or growth prospects may be affected by
risks and uncertainties directly or indirectly pertaining to
the Group's businesses. The risk factors set out below
are those that could result in the Group’s businesses,
financial conditions, results of operations or growth
prospects differing materially from expected or historical
results. Such factors are by no means exhaustive or
comprehensive, and there may be other risks in addition
to those shown below which are not known to the Group
or which may not be material now but could turn out to
be material in the future. In addition, this Annual Report
does not constitute a recommendation or advice to invest
in the shares of the Company and investors are advised to
make their own judgment or consult their own investment
advisors before making any investment in the shares of the
Company.

Information Disclosure System

The Group has formulated its information disclosure
system, to ensure the identification and confidentiality of
potential inside information until it is disclosed according
to the Listing Rules in a consistent and timely manner.
The procedures for publishing and processing inside
information include:

o Business department managers as the people in
charge of information reporting;

o Senior management as the people in charge of
the information confidentiality of their respective
business segments;

o The Board as the party in charge of information
disclosure; and

o The Investor Relations Department as the parties
responsible for managing information disclosure,
the reporting, audit and disclosure of information
which needs public announcement, and archiving
and keeping such information disclosure documents
and announcements.
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Economic Environment and Conditions

Substantially all of our operations are located in China,
and substantially all of our sales are made in China.
Accordingly, our business, financial condition, results of
operations and prospects are affected significantly by

economic, political and legal developments in China.

Adverse changes in political, economic and other policies
of the Chinese government could have a material adverse
effect on the overall economic growth of China, which
could reduce the demand for our products and could
otherwise materially and adversely affect our business,

operations or competitive position.

Product Concentration

We are largely dependent on sales of our four core
products, Miacalcic, Shusi, Xi Di Ke and Zhuo'ao. If we are
unable to maintain the sales volumes, pricing levels and
profit margins of these core products, our revenue and

profitability could be adversely affected.

Market Environment

We operate in a highly competitive environment and we
may not be able to compete effectively against current and
future competitors. Our inability to compete effectively
could result in decrease of sales, reduction of price and
loss of market share, any of which could have a material
adverse effect on our results of operations and profit

margins.

s /Tf«‘ IR iﬁ &ﬁji o
BFEAHSEBHEPELE  ARME
ABOHEGEPEETT - Bt > HAWE
BB REXBERARAEX T F
B&EHE BOARERERNEATE -

EPEM?EBU:' AL Ko oAt 75 T T ER AR Y
RMETMES  HEeHPENERBLR
iEEiEKT\?‘FU%; i 4& 7] s & R R 3K
PMERBR  EMHLMANES  EEX
BEHAERERTNEE -

Em&ERE

BPERARE LERBERZOERNHE
TER R ERRRER - HERMEZL
f%%%i%ﬁ/b?uuﬁ%ﬁ% * T B K R A

T ARk kBN DA ee X B AT
\ﬁ%fﬁli

BAREMERTHR I AR - HPIRLEESR
HRAMRKRNFEFEFHEREF - LK
REERBEFREEHHEERRD - BER TR
Kigmames - A —'E A e H B IR
REXBERNBRERERTNZE

China NT Pharma Group Company Limited | Annual Report 2019



Corporate Governance Report (Continued)

J.t% k\A$&¢(IIL\)

Provincial Tendering

In each province where we market our products, we
are required to participate in a government-sponsored
competitive bidding process every year or every few
years. During the provincial tendering process, we
and our competitors submit pricing and other product
information to local pricing bureaus for selection, which
is based on the bid price, clinical effectiveness and quality
of each product and the reputation of the bidder. For
each product category, a local pricing bureau will permit
a limited number of products for sale in the relevant

province or local district.

We may fail to win bids in a provincial tendering process
due to various factors, including reduced demand for the
relevant product, uncompetitive bidding price or local
protectionism. We may also win bids at low prices that
will limit our profit margins. There can be no assurance
that our bids will enable us to win the tendering process
and maintain our market share without compromising our
profitability. In addition, we may lose in the tendering
process because the relevant product is perceived to be
less clinically effective than competing products or our
services or other aspects of our operations are perceived to

be less competitive.

New Product

Our long-term competitiveness depends on our ability
to enhance our existing products and to develop and
commercialize new pharmaceutical products through our
research and development activities. The development
process of pharmaceutical products in general, is
time-consuming and costly, and there can be no assurance
that our research and development activities will enable us

to successfully develop new pharmaceutical products.
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INDEPENDENT AUDITORS’
REMUNERATION

During the year ended 31 December 2019, the
remunerations paid or payable to the Group’s auditors,
Crowe (HK) CPA Limited, in respect of their audit and

non-audit services are as follows:

18 3 % B A 5 A

HZE2019F12A831HIEFEE  BEEZENIE
EZRENENHEN FARAEEXEAEE
YR (BB @AV EISFT AR A A A E B a0
T

For the year
ended

31 December
2019
BZ2019F
12A31BLLFE
RMB’000
AR¥F T

Audit services

Non-audit services (mainly for tax services)

COMMUNICATION WITH
SHAREHOLDERS

The Company believes that the annual general meeting is
one of the principal channels of communication with its
shareholders. It provides an opportunity for shareholders
to ask questions about the Group's performance. Separate
resolutions are proposed for each substantially separate
issue at the annual general meeting. In accordance with
the Listing Rules, voting by poll is mandatory at all general
meetings except where the Chairman, in good faith,
decides to allow a resolution which relates purely to a
procedure or administrative matter to be voted on by a
show of hands. The poll results are posted on the websites
of the Stock Exchange and the Company respectively on

the same day of the general meeting.
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During the Year under Review, an annual general meeting
of the Company was held on 14 June 2019 and the

attendance record of the Directors is set out below:

REEFA  NRFIRRBFREN20195F
6A14B 817  EFMHFEREIINMT

Meeting
attendance/
number of
meetings
SEHE
BEARH
Executive Directors HITES
Mr. Ng Tit REFEE 11
Ms. Chin Yu BRr L 1/1
Mr. Wu Weizhong (Note 1) REBBEEMFET) on
Mr. Wang Fei (resigned on 29 November 2019) EREA (R2019F 11 H29H F1F) 171
Non-executive Directors FHITES
Dr. Qian Wei (Note 1) BMEiEL (HET) 0/1
Ms. Lou Jianying (Note 1) ERFEL T (Wit1)
(resigned on 29 November 2019) (R20194F 11 H29H &) 0
Independent Non-executive Directors BYFHITES
Mr. Patrick Sun (resigned on 31 December 2019) EEESEE
(R2019%F12/431H & E) 11
Mr. Yu Tze Shan Hailson AR A 1/1
Dr. Yan Hong (resigned on 20 March 2020) B sMB £ (202035204 ET) 0
Dr. Zhao Yubiao (appointed on 31 December 2019) #5 k%8 + N/A
(R2019F 1231 HEZ(F) i
Mr. Pan Fei (appointed on 20 March 2020) ER L N/A
(R2020%F3520H #Z (F) i

Note: B &E -

1. Due to other business commitments, Mr. Wu Weizhong, Dr. 1. AREMER  RAERLAE  BEFL £
Qian Wei, Ms. Lou Jianying and Dr. Yan Hong, were unable R+ RERSAME T EAHF AR FR2019
to attend the annual general meeting of the Company held FRAI4BRITZRRBERS -
on 14 June 2019.

FAIR DISCLOSURE YNRTE 3

The Company uses its best endeavors to distribute material
information about the Group to all interested parties as
timely as possible. Information about the Group can be

found on the Company’s website including descriptions of

each business and the interim and annual reports of the

Company.
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FINANCIAL REPORTING

The Directors of the Company acknowledge their
responsibility for preparing the financial statements which
give a true and fair view of the Group's affairs and of its
results and cash flows for the year 2019 in accordance
with Hong Kong Financial Reporting Standards, the
disclosure requirements of the Hong Kong Companies
Ordinance and the applicable disclosure provisions of the
Listing Rules. The Directors of the Company endeavor to
ensure a balanced, clear and understandable assessment
of the Group’s performance, position and prospects in
financial reporting. Accordingly, appropriate accounting
policies are selected and applied consistently; judgments
and estimates made are prudent and reasonable. The
adoption of new or amended accounting standards that
became effective during the year has not had a significant
impact on the Group’s results of operations and financial
position except for those disclosed in note 2(c) to the
financial statements on pages 176 to 181 of this report.
The responsibilities of the external auditors with respect
to the audit of financial statements are set out in the
Independent Auditor’s Report on pages 144 to 160 of this
report.

The Directors confirm that, save as disclosed in the
Independent Auditor’s Report of this report, to the
best of their knowledge, information and belief, having
made all reasonable enquiries, saved as disclosed in the
independent auditor’s report under the heading “Material
Uncertainty Related to Going Concern”, they are not
aware of any material uncertainties relating to events
or conditions that may cast significant doubt upon the
Company’s ability to continue as a going concern.

COMPANY SECRETARY

Ms. Lai Siu Kuen was appointed as the Company Secretary
of the Company with effect from 22 June 2018. Ms. Lai
is a director of the listing corporate services department
of Trident Corporate Services (Asia) Limited. Ms. Lai
has assisted on the company secretarial matters of the
Company and she has closely communicated with the
director of Investor Relations Department of the Company,
during the year ended 31 December 2019.
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In compliance with Rule 3.29 of the Listing Rules, Ms.
Lai, has undertaken no less than 15 hours of relevant
professional training during the year ended 31 December
2019.

CONSTITUTIONAL DOCUMENTS

There was no change to the Company’s memorandum and
articles of association during the year.

DIVIDEND POLICY

On 24 January 2019, the Board has approved and adopted
a dividend policy that, in recommending or declaring
dividends, the Company shall maintain adequate cash
reserves for meeting its working capital requirements,
future business growth and its shareholding value subject
to the applicable laws and the articles of association of the
Company.

SHAREHOLDERS’ RIGHTS

Convening Extraordinary General Meeting and
Putting Forward Proposals at Shareholders’
Meetings

Pursuant to the articles of association of the Company,
general meetings shall be convened on the written
requisition of any one or more members of the Company
to the Directors or secretary of the Company deposited at
the principal place of business of the Company in Hong
Kong or, in the event the Company ceases to have such
a principal office, the registered office specifying the
objects of the meeting and signed by the requisitionists,
provided that such requisitionists held as at the date of
deposit of the requisition not less than one-tenth of the
paid up capital of the Company which carries the right of
voting at general meetings of the Company. Such meeting
shall be held within two months after the deposit of such
requisition. If the Board does not within 21 days from
the date of deposit of the requisition proceed duly to
convene the meeting, the requisitionist(s) themselves may
convene the general meeting in the same manner, and all
reasonable expenses incurred by the requisitionist(s) as a
result of the failure of the Board shall be reimbursed to
them by the Company.
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If a member, who is entitled to attend and vote at the
relevant general meeting, wishes to nominate a person
(not being the nominating member) to stand for election
as a Director, he or she should lodge at the principal
place of business of the Company in Hong Kong or at
the registered office of the Company notice in writing
of the intention to propose a person for election as
a Director and notice in writing by that person of his
or her willingness to be so elected and including such
person’s biographical details and written consent to the
publication of his/her personal data. The minimum length
of period, during which such notice(s) are given, shall be
at least seven days and that (if the notice(s) are submitted
after the despatch of the notice of the general meeting
appointed for such election) the period for lodgment
of such notice(s) shall commence on the day after the
despatch of the notice of the general meeting appointed
for such election and end no later than seven days prior

the date of such general meeting.

ENQUIRIES TO THE BOARD

Enquiries may be put to the Board through the Company’s
principal place of business in Hong Kong at 28th Floor,
The Wellington, 198 Wellington Street, Sheung Wan,

Hong Kong (Email: ir@ntpharma.com).
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Environmental, Social and Governance Report

B HEREARSE

INTRODUCTION, ENVIRONMENTAL,
SOCIAL AND GOVERNANCE POLICIES

This Environmental, Social and Governance Report (the
“"ESG Report”) summarizes China NT Pharma Group
Company Limited (the “Company”, together with its

"

subsidiaries, “the Group”, “we” or “NT Pharma”)
environmental, social and governance (“ESG”) initiatives,
plans and performance, and demonstrates its commitment

to sustainable development.

Corporate Principle

NT Pharma is a technology-based pharmaceutical
company integrated with research and development
("R&D"), manufacturing and sales of its own products.
With its products covering therapeutic areas including
central nervous system (“CNS”), osteology, oncology
and hematology. NT Pharma owns two new National
Class 1 drugs, one well-known international innovative
brand-name drug and a number of generic drugs.
The Group conducts its manufacturing through three
subsidiaries, namely Suzhou First Pharmaceutical Co.,
Ltd. (“Suzhou First”), Jiangsu NT Biopharma Co., Ltd.
("Jiangsu Biopharma”) and NT Pharma (Changsha) Co
Ltd. (“Changsha Pharma”). The Group owns several sales
and distribution companies with around 1,000 sales
professionals and R&D specialists. It also has an extensive
sales network in the People’s Republic of China (“China”

or "PRC"), covering nearly 10,000 hospitals.
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In the future, the Group will continue to adjust and
strengthen its strategies, such as strengthen its innovation
capability and actively conduct R&D of innovative drugs
for driving the Group’s profit growth. The Group would
be fully developing the market potential of brand drugs
and generic drugs, achieving the economies of scale
and boosting sales performance of various drugs. In the
meantime, the Group will continue to proactively identify
opportunities to acquire quality products to enrich its
product portfolio, focusing on three therapeutic areas
including psychiatry, orthopedics and hematology and
oncology; speed up its external development through
vertical strategic acquisition, so as to attain synergistic
effect through integration with its existing products and
gather the momentum for sustainable development of the

Group.

ESG GOVERNANCE STRUCTURE

The Group has established the ESG Taskforce (the
“Taskforce”). The Taskforce comprises core members from
different departments and is responsible for collecting
relevant information on the Group’s ESG aspects for
preparing the ESG Report. The Taskforce reports to the
Board of Directors, assists in identifying and evaluating
the Group’s ESG risks and the effectiveness of the internal
control mechanisms. The Taskforce also examines and
evaluates the Group’s performances in different aspects
such as the environment, health and safety, labour
standards and product responsibilities in the ESG aspects.
The Board sets up a general direction for the Group’s ESG
strategies, ensuring the effectiveness in the control of ESG

risks and internal control mechanisms.

REPORTING PERIOD

The ESG Report covers the Group’s overall ESG policies
and related information during the reporting period from
1 January 2019 to 31 December 2019.
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SCOPE OF REPORTING

The ESG Report mainly focuses on Hong Kong and
Shanghai offices and the main production base, which
is Suzhou First located in Suzhou Industrial Park, China.
Unless specified otherwise, the Group obtained ESG key
performance indicators (“KPIs”) information through
the Group’s and its subsidiaries’ operational control
mechanisms. The Group will continue to expand the scope
of disclosure in the future after the Group’s data collection
system becomes more mature and its work on sustainable

development is strengthened.

REPORTING FRAMEWORK

The ESG Report has prepared in compliance with all
applicable provisions set out in the Environmental, Social
and Governance Reporting Guide (the "ESG Reporting
Guide” or “Report Guide”) contained in Appendix 27 of
the Main Board Listing Rules of The Stock Exchange of
Hong Kong Limited. For the Group's corporate governance
practices, please refer to the section “Corporate

Governance Report” this Annual Report.

STAKEHOLDER ENGAGEMENT

Stakeholder participation is considered as an indispensable
part of the Group’'s commitment to enhancing its
sustainable development, so we value great importance
of stakeholders and their views related to ESG issues. To
fully understand and respond to different stakeholders’
concerns, the Group maintains close communication
with its key stakeholders, including but not limited to
investors and shareholders, government and regulatory
bodies, suppliers, employees, customers, communities,

non-governmental organizations (“NGOs”) and the media.
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Environmental, Social and Governance Report (Continued)
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Stakeholders Communication Channels Expectations

Investors and 3 Annual general meetings o Timely disclose the latest
shareholders RERBERS corporate information
BREERBRR e Financial reports REQAHEESHER
MRS e Financial performance
e Announcements and circulars M5 3E
NE KK e Corporate sustainable
3 Investor conferences development
REESH EAFEER
Government and ° Regular conference o Comply with relevant laws and
regulatory bodies EHITESSH regulations
BRREEKE e Regular performance report BT AERERER
T BAPE R IR e Corporate social responsibility
On-site inspection TEMLSET
BihER
Suppliers Supplier management Fair competition
e conferences and events NSRS
HEmEREEE NG Business ethics and reputation
Supplier on-site audit FFEERER
management system Win-win cooperation
HEBRSETEEHE BIEHR
Employees Employee opinion survey Health and safety
BT BTIERFAE fEFREAZ 2
3 Intranet o Equal opportunity
A P 4 TEHE
o Remuneration and benefits
HE R
° Career development
BERER
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Stakeholders

& BERE
Customers e Customer satisfaction survey o
zFE and feedback form

EFREEREMERE

© Customer service center

Communication Channels

Expectations

L

Carry out products and services
responsibility
BITEmERBEE

o Protect customers’ information

=P AR A and privacy
e Customer service manager EFP{EERALBIRE
BP&E
Communities, 3 Public and community events ° Contribute to the society
NGOs and the media and partnership projects on Bt
B FBABERER different topics e Environmental protection
HETRREBNARK IRIERE
HERIEB B LT E e Compliance operation
e ESG reports RS

B e hERARE

The Group works closely with different stakeholders to
improve the operational strategies, ESG measures and
performance to create greater value for the nation and

community.

MATERIALITY ASSESSMENT

In order to better understand the views and expectations
of stakeholders on the ESG performance of the Group,
we have adopted a systematic method to conduct
an annual assessment of key aspects, referred to the
business development strategies of the Group and
industry practices, and invited the stakeholders related
to the Group to participate in the importance survey
to rate potential major issues. We analysed the results
of the importance survey into an importance matrix.
The identified important issues and concerns of the
stakeholders had been reviewed and discussed with the
management and disclosed in this ESG Report. For the year
ended 31 December 2019, the Group’s materiality matrix

is as follow:
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Environmental, Social and Governance Report (Continued)
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NT Pharma’s Materiality Matrix in 2019

China NT Pharma Group Company Limited |

Annual Report 2019
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For the year ended 31 December 2019, the Group
confirmed that appropriate and effective management
policies and internal control systems for ESG issues are in
place and confirmed the information disclosed in the ESG

Report meets the ESG Reporting Guide.

CONTACT US

We welcome stakeholders to provide their opinions and
suggestions. You can provide valuable advices in respect
of the ESG Report or our performances in sustainable

development by contact@ntpharma.com.

A. ENVIRONMENTAL

A1. Emissions

The Group values environmental management highly,
strives to protect the environment and takes the social
responsibility of the Group through adopting clean
production. The Group is attentive to the emission and
treatment of wastewater, air pollutants and wastes
(including non-hazardous waste and hazardous waste)
created from its operation, various kinds of pollutants
emissions follow the national and regional standards
through online monitoring system, self-testing system and
management approach. Over the past years, the Group’s
subsidiary, Suzhou First has established and implemented
the 1SO14001 environmental management system to
strengthen its environmental management. For the year
ended 31 December 2019, the Group was licensed for
the Pollution Discharge Permit underlying that compliant
standard of discharge of wastewater, noise and hazardous

waste had been achieved.
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The Group has strictly complied with applicable laws and
regulations, including but not limited to “Environmental
Protection Law of the People’s Republic of China”, “Water
Pollution Prevention and Control Law of the People’s
Republic of China”, “Law of the People’s Republic of
China on the Prevention and Control of Atmospheric
Pollution”, “Law of the People’s Republic of China on
Prevention and Control of Pollution From Environmental
Noise”,”Law of the People’s Republic of China on the
Prevention and Control of Environmental Pollution by
Solid Waste” and other relevant environmental protection
laws and regulations. The Group has established an
environmental protection accountability system and
actively implemented environmental measures during the

operation.

The supervisors of the Group’s production bases and
office executives supervise the implementation of the
above measures and related environmental protection
policies. The Group expects all departments giving their
best to implement its environmental policies and ensure
all operational processes are complied with relevant laws
and regulations, under the Group’s strict supervision
and guidance. Persons in charge of environmental
protection at all levels will continue to review its policies
and practices and report to management if necessary,
with recommendations. If there is an abnormal discharge
caused by an emergency during the production process,
the persons in charge will immediately take emergency
measures to prevent the expansion of pollution and report
to the management in a timely manner in order to control

the situation.

For the year ended 31 December 2019, the Group did not
have any violation of relevant local environmental laws
and regulations in relation to exhaust gas and greenhouse
gas ("GHG") emissions, water and land discharge, and the
generation of hazardous and non-hazardous wastes that

have a significant impact on the Group.

AEEBRETEBN(ERTLE HIK
By ~ KT 2 E BB B rp B A 3 ) 2
ARAMBRBEREER)  (FEARLMNE
NOFRBAE) - (hEARKMBE ARG H
Bisaa) ~ (R E AR LMEIRIE R E )50
JAVEY (R E AR ZME E R )5 RIRE
b6 E) RE A A BIRIBRENARIEM o K
SRR TRRRERTHE  HRELBH
BHEENIRR S REBRERIURFE(RERE

AEEFEEEMNERETERPRAENTHR
AEBEE FltEGREERRBERN B
B AEEBHEERMBERNERRES
T ZEFIREFERITERRBE - #BIR
FMTEXBREREEZEER - SRIBRREB
BEAGREEGSASENBERER - I
HEERTERE MATESRLERE

e EAEEBREST ﬁﬂﬁjiﬁﬁ§’*$1¢ﬁﬁﬂ#
BRE BE ARZIRIUESER
LIE5RIEAR - I R A IR B E R -

REE2019F12A31BEFE - AEB W&
ERREREEERE(DAERE]) - HK
WK REHEBESUARBEEREEEEY
EE HASEBEEAXENEMBHIERE
ERERCEREN -
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Environmental, Social and Governance Report (Continued)

R -#HERERBE (E)

Exhaust Gas Emissions

Among the Group’s operational process, the sources
of exhaust gas emission are mainly from the use of
vehicles, causing the following three categories of exhaust
emissions: Nitrogen Oxide (NOx), Sulfur Oxide (SOx) and
Particulate Matter (PM).

Comparing to 2018, NOx and PM emissions of the Group
decreased due to lower usage of company vehicles, while
SOx emissions increased due to the increase in petrol

consumption.

During the year ended 31 December 2019, the Group’s

exhaust gas emissions was as follow:

Type of exhaust gas

BEREE

& R BEIR

AEBUEREEERET  BRENETER
REWER - EBEMAT RN EREE
B REAEYI(NOX) ~ B AL P(SOxX) & FERL ¥
(PM) »

820184 © K& B HINOXxZPMEE I 2 3
Lo FBHR AR ERMAFEAER D 5 MSOx
BERERIE N EBHREMERSZEM -

REZ2019F 128318 IEFE » REBRE
REWENT :

Nitrogen Oxide (NOx)
REALPI(NOX)

Sulfur Oxide (SOx)
HA L ¥(SOx)
Particulate Matter (PM)
FERIH(PM)

In terms of the above exhaust gas emissions, we have
adopted the following measures to reduce emissions of

vehicles:

9 8,541.50 13,890.47
R
9 95.38 79.45
G
9 628.89 1,022.73
G

g b BEREERM E - BRI T AT
PR 77 B R SRS P B BE SR DN
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Environmental, Social and Governance Report (Continued)

R - HERERRSE (B)

Vehicle Emission

During the production process of the Group’s products,
a large number of vehicles are used to transport raw
materials and finished products; the consumption of
gasoline and diesel also results in the emission of air
pollutants. Treatments and reduction measures are as

follows:
° Switch off the engine when the vehicle is not in use;

o Use unleaded and low-sulfur gasoline according to

the law regulation;

° Phase out substandard vehicles in accordance with

the emission policies formulated by the state (GB IV);

o Perform vehicle and equipment maintenance on
regular basis to ensure the engine performance does

not hinder the effective combustion of gasoline; and

o Optimise operational procedure to increase the

loading rate and reduce the idling rate of vehicles.

GHG Emissions

The major sources of the Group’s GHG emissions are
direct emissions from combustion of diesel and gasoline
for transportation and natural gas consumed by the boiler
(Scope 1) and indirect emissions from purchased electricity

(Scope 2).

Comparing to 2018, total GHG emissions of the Group
decreased in 2019, mainly because electricity consumption
decreased due to effective energy saving measures, which

leads to lower energy indirect GHG emissions (Scope 2).

MEER

EASEEMNEEBRES EBMHLE
iR ERBKEER - AOEFER TR S
HEEEEMERITRMBEN - BIETT AR
PRI

s HEEWTMEMRRMEMSIE:

o RBOAREE M EB ARG

o RERRFBRBESRE (BERV) &K
TEREH

o  EHBEBEEITHE  RERSIZEERE
DERHERER &

o BIEERF NEMEEXRWHIA

$%%%@%¢F$E’J/w*ﬁ’%ﬂitﬁkig
TR EE 8 M

RHBEERER BN (SBE—) MINBEE S
EREREZEREREHR(SHES) -

HE2018F » REBE2019F W R ERBHE
MEERD  TEHRERET BERNETEE
i BREERERD  BREREEEER
BN (BEZ)INEMTE-

ﬁ
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Environmental, Social and Governance Report (Continued)

R -#HERERBE (E)

During the year ended 31 December 2019, the Group’s RE

GHG emissions was as follow: =

Indicators’

et

Direct GHG emissions (Scope 1) tCO,e
HEAERBH R (HE—) W —SLiIREE
Energy indirect GHG emissions (Scope 2) tCO,e
REREEREREEHM (HBE ) W —SLiREE
Total GHG emissions (Scope 1 and 2) tCO,e
BRERBHEMES (BB —RZ) WS LR EE
Total GHG emissions intensity tCO,e/million
REREHMAERE? revenue
WE—SfbixE 2
AEHER
Notes: (=
1. Greenhouse gas emission data are presented in terms of 1.
CO,e, with reference to, including but not limited to, the
reporting requirements of the “GHG Protocol Corporate
Accounting and Reporting Standard” issued by the World
Resources Institute and the World Business Council for
Sustainable Development, the latest “Greenhouse gas
reporting: conversion factors 2017" issued by Department
for Environment, Food & Rural Affairs of British's
Government, and the latest published Baseline Emission
Factors for Regional Power Grids in China, “How to
prepare an ESG Report — Appendix Il: Reporting Guidance
on Environmental KPIs” issued by the HKEX, “Global
Warming Potential Values” from the Intergovernmental
Panel on Climate Change (IPCC) Fifth Assessment Report
and “Sustainability Report 2019” issued by HK Electric
Investments Limited.
2. As at 31 December 2019 and 31 December 2018, the 2.

Group's revenue was approximately RMB366.0 million and
approximately RMB571.5 million respectively according
to annual report. These data are used for other intensity
calculation.

P B FEE

F2019F12A31HIEFE  AEEHE
BEHEMENT :

1,644.91 1,417.44
4,176.46 5,169.08
5,821.37 6,586.52

15.91 11.52

BERBHEREMDR _EMLREELD
I 2 REFEE TR RE R Rt R
AREZERTIHEESNENCREERER
BHEE  CEGFEBERE)  RERMA
MIRE  RmMENFEHHBSHEMO_—F
—tERERBBEHNEY  BEXSM
B KA ERBRE HEREARE -
ek — : REERAZIERERESD &
MEMNPERAEEERINER - BUF

HEVN R R BRERBSEENRES
BARTIZERQOIIFEAHERRERE) -

REE2019F12A31BLFERRERE
2018F12A31HIEFE  BREFERELRE
EHEBEO R ANARKE3I60EETRY
ARMESTISEEI - BRI ERETER
fth 75 B o
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Environmental, Social and Governance Report (Continued)

R -#HE8RERBE (B)

In order to reduce GHG emissions, the Group has actively

adopted the following measures:

Boiler
Apart from purchased electricity, the Group also supplies
electricity and heat by its own use of boilers. Treatment

and reduction measures are as follows:

o Increasing the utility rate of natural gas. Natural gas
is a type of clean energy, in which its discharged gas

during combustion contains less pollutants; and

o Minimizing of air pollutant emissions by installing a
cyclone and a bag filter to treat the boiler exhaust
and discharge after meeting “Emission Standard of
Air Pollutants for Boiler” (GB 13271 — 2014) and the

requirements of total controlled amount.

On the other hand, in order to minimize dust spread
in the vicinity during the procedure of pharmaceutical
production, the dust generated from raw material
crushing, screening and tablet compressing is treated with
a bag-type dust collector and to be released in compliance
with Class 2 standard of the People’s Republic of China

“Integrated Emission Standard of Air Pollutants”.

AREEBEREHNRSE  AEBBZREIUA
T

HiE

BRTONBE DA REETEFEBRRM
BUA R E D ME N HE - IR 7705 KRB B
BHEAT

¢ BRERAREAE  RARREER
R - MERBERNERPEERIH
EERY &

e NREHMERIMKEIAKLE HREEN
B ERRE  MxARERSER
SRR - R SRIE KRS R HE R
ZA(GB 13271-2014)F1 42 8 12§ & 5k
B o

S—HH EEGHNEEIZES  REH
B B E &R )# IFREEMNHE BRMBE
BEIPBRCRRSEDEE
HERUR: ‘%>>EPE’J BEEBETHN  RER
DEEBRISNHERR -

t
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Environmental, Social and Governance Report (Continued)

iﬁiﬁ %ié& k\Aiﬁi (nla)

Wastewater Discharge

The Group discharged wastewater and its parameters in
the process of production. Production base is instructed
to categorize and treat its wastewater in accordance with
the Class 3 standard of the People’s Republic of China
— "Integrated Wastewater Discharge Standard” (while
ammonia nitrogen reaches the relevant requirements of
“Wastewater Quality Standards for Discharge To Municipal
Sewers”), before joining the domestic sewage to the

municipal pipe networks.

Comparing to 2018, amount of wastewater discharged
parameters were similar, and disclosure on petroleum

pollutants is added.

During the year ended 31 December 2019, wastewater

discharge performance was as follow:

Indicator of wastewater

discharged parameters

BEK35 RYIE R

5 7K BE R
AEEERETEBRTPELEBKNETE
KIGRY c EERMB A ETRHTELNRE
HKETHBNE  BREITECOTKEAH
BRE) N =R RRE (REZEHCO5K
ABBTKEKERE)NHEBIEE) R - 7
BERRE A E LR AR SR —RREATEIGTK
EREITINGE

20185 - AEEMENSRYBREN
#) 0 3BA0T B REAHEREOS R E BUR R

E’go

REE20195F12A318 IEFE » BEREERE
8Bt

Chemical Oxygen Demand (COD)
L BFEE(COD)

Ammonia Nitrogen

AR

Petroleum

eyl

To reduce the wastewater discharge, Suzhou First collects,
separates and categorizes its industrial wastewater
(penicillin in the industrial wastewater is preparatory
treated, wastewater from animal room is separately
collected and disinfection facility is individually installed),
ensures to comply with the standard before discharging
or joining the municipal pipe networks. In addition,
wastewater generated from cleaning bottle during the
production process are disinfected, tested and then reused

by the factory.

tonnes 10.63 10.63
M43

tonnes 0.73 0.73
A

tonnes 0.76 N/A
A

RBESKERERE  HNEEWEES
KETOREE  DEERE (TEEKE
REBTUMETHEBREREE  BVEEKE
REBRELEBREESRERE) &
EET%%FZLﬁ?I\A%E%JFBSUZiWAmBZAZH
S EEEBEPELENBRRE

K BEHE KA éﬁE@Jﬁ&E@EﬁH s
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Environmental, Social and Governance Report (Continued)

R -#HE8RERBE (B)

Waste Management

The Group generates various kinds of hazardous and
non-hazardous waste during operation and production
process. To minimize the adverse impact on the
environment caused by waste, the Group has strictly
complied with “Law of the People’s Republic of China on
the Prevention and Control of Environmental Pollution
by Solid Waste” and “National Catalogue of Hazardous
Wastes” and other related laws and regulations,
implementing a variety of waste management and

reduction measures.

Hazardous Wastes
Hazardous waste from the Group’s operation mainly were

spoiled medicines and waste organic solvent.

Comparing to 2018, the Group’s hazardous wastes
disposal decreased because disposal of spoiled medicines

decreased and no organic solvent is used in 2019.

During the year ended 31 December 2019, the Group’s

hazardous wastes disposal and its intensity were as follow:

Type of hazardous wastes

& ) 2 32

EXASENEEREEBEY  TEELSR
EERVREETEREY - SREBEEMEIR
RERNTE  AREBRREKB(PEARHK
B E B8 BE )5 R IR AR MK R Bk
YR FEEERENR  BEBRSEEREY
B ROR BRI o

BERRY
AEBEBLEELNAETRRENIZRR
FEELM REAWIAE

HE2018F  AEBMNEEREEYHENRE
BL FERRBERPERERLD  UER
2019F W8 A 5 A HIAHE -

REE2019F 128318 ILFE - AEENE
EEEYHHRERZTENOT

BEREYER
Spoiled medicines tonnes 3.81 15.00
& B iy g
Waste organic solvent tonnes N/A 3.00
REBHIA T WA TNER
Total hazardous wastes disposal tonnes 3.81 18.00
EEEZMHNEE A
Total hazardous wastes disposal intensity tonnes/million 0.01 0.03
BEEEENHIREERE revenue

WE, BEITHER
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Environmental, Social and Governance Report (Continued)

R -#HERERBE (E)

The Group has appointed specialist to manage the
hazardous wastes which are collected and classified
according to “National Catalogue of Hazardous Wastes”.
The specific packaging and storage location of hazardous
wastes are labeled for proper storage, the hazardous
wastes have been centrally collected and a qualified
company would be engaged to carry out the centralized
detoxification treatment to ensure the hazardous wastes
are properly disposed. Each department follows “Law
of the People’s Republic of China on the Prevention and
Control of Environmental Pollution by Solid Wastes”
and the amendments of “National Catalogue of
Hazardous Waste"”, makes suggestions on the compliance
management of hazardous waste as well as organizes
staff training on the implementation of the relevant

environmental protection policies.

Non-hazardous Wastes
Non-hazardous wastes from the Group’s operation mainly

included commercial waste, such as paper.

Comparing to 2018, the Group’s paper consumption
was slightly increased, which leads to a slight increase in

non-hazardous wastes disposal.

During the year ended 31 December 2019, the Group’s
non-hazardous wastes disposal and its intensity were as

follow:

Type of non-hazardous wastes

AEBUHHERERNRBEEATE &R
(BxRfERENZZVETRENER - HER
BEEYMOIINEREMTFHELEIANZER
7 WK EREZRYR - KEREZTEAER
BERNEMETREFSLETEE  RER
BEEVSINAREE - FMPARR(FEA
RAMB E R8RS R IREM AR U M(E
REBRBEMRZINER - HEREEMAR
MEBRRBEBCHES  KRAREREEG
EHEEAME THEITHE-

AEEEGEEEENETERENIEER
WAERIR - AR

820185 - AEE M KKRERBEMME

- BHEZERVIEREMMIZM -

REZE2019F 128318 IEFE  AEBRE
EEEYHHENZTEMOT

BRERRVER
Commercial wastes tonnes 0.20 0.17
MAEHIR Mg
Commercial wastes disposed intensity tonnes/million 0.0005 0.0003
WRERRBENEE revenue

WE BETHER
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Environmental, Social and Governance Report (Continued)

R - HERERRSE (B)

In order to effectively identify and dispose waste, the
Group strives to reduce waste at the source, a great
variety of measures are used to minimize waste and recycle
the waste that generate during daily operation. The Group
has designed different measures to control the production

of waste at source, including but not limited to:

o Providing regular environmental education and
promotion for staff so as to encourage the habits of

reuse and recycle; and

o Adopting the Group’s waste management policies,
the waste generated by each department will be
sorted and undergone integrated recycling according

to the nature.

In addition, the Group is committed to establishing an

electronic and green office:

o The office makes full use of the online system, while
general business notices and data transmissions are

conducted through the internet system;

o Employees are required to use both sides printing or

copying whenever possible;
o Office paper is used for both sides as possible;

o Wastepaper is centrally collected and disposed by the

administrative department and the office; and

o Scrap boxes are placed as “recyclable waste” for

disposal.

Wastes disposal is unavoidable during our operation,
but with the relevant and effective waste processing
strategy and policy, the waste borne environmental risks
and impacts have been reduced as far as possible by the

Group.

REYHENRERERY  NEBBRAOKR
SEITREE BMRAZEERELRRE
WEREREI W BA AN FRRD BB EEFE
EEEY c REBHIE T ZEEEEIRER
HERYHNES  BEETRR:

s AFAEEBEFHRMEIETRARTENRE
& YEBERREYK : &

s RREAKEMMEMBEVEENE S
FELNEMREEEETHIHR
W EREUFE HEETTAR & UL A A -

ZH REBBOREY —EEF RARIEH

N
i

«  FRERAHTABLRG  —MEB
R BN EESRBEY R AL
E

e EXRBTRESRMAEMAHNITH

s WARMAERELmER:

s EBEARBTHREERIEBAZESR M
WEREE &

KEHIIATA BRI | REY#E

BB - A b
W)+ 1848 4B 7 A HY 4R D R 0 B 3 5 WS O IK
% AEBREEENEROBERRAY
ERERIE -
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Environmental, Social and Governance Report (Continued)

R -#HERERBE (E)

A2. Use of Resources

The Group endeavors to achieve sustainable development,
upholds its green production philosophy of “Clean
Production, Energy Saving” to the Group’s operations, and
is committed to optimizing the use of resources in all of its

business and production operations.

The Group insists in efficient operation to minimize its
consumption of resources (including energy, water,
packaging materials, etc.) whenever it is possible in
support of the utilisation and promotion of clean energy.
The Group manages the use of resources such as water,
electricity and fuel, and conducts key management to
major energy-consuming equipment, counts monthly
usage, as well as standardizes equipment operation
procedures to fully and effectively use the energy. In case
of any abnormal or excessive consumption, we will carry
out an investigation to find out the reasons and look for
rectification measures. Looking ahead, we are continuously
looking for practical energy conservation opportunity in its
operation. In order to achieve sustainable development,
the Group regularly promotes the green message and

suggests the eco-friendly lifestyles to employees.

Energy Consumption

The Group’s major energy consumption includes gasoline
used by vehicles, electricity consumed during the Group’s

operation, and natural gas used by the boiler.

Comparing to 2018, the Group’s total energy
consumption was decreased. However, petrol consumption
increased because we use gasoline instead of diesel
as vehicle fuel. Additionally, electricity consumption
decreased due to effective energy saving measures, while
natural gas consumption increased due to the increase of

boiler usage.

A2. BIRE R
AEE-—BEAMAKERR RFENFRE
B BRERBE MBS MARRBEES - X
BOREEMBEXEG REERKLBEFENL
MAEIR

AEBBRESYELNBERT - FAEH
LER(BREER KR BEMEEF) WH
o XImEREFRNEMRRERE  RSER
RAaMBAE  AEELK  EMRBSER
ERETER HIZRAERBETEHE
B -BAMRHE BRERBEXZRE N
FOARBAABER - BRHEARERE
EHRETHE RS EETHARALSK
BEEE - REAK  BABFEELED
SRATHRLRERS - REXAFESR
B’ AEEEHAE TEMRRASREMR
BRRRERTANERES

BEJR A &

AREBE R T EBLIREFE /3 =5 AT A #9 5 0m
K AEBEEEMERNE N LRER
ERARRAR

HE2018%F - REBEHEEREEEERD -
Heh iR AP TR A B S (R B WA
o BEOTRIBREEIE N - eI AR E
THEMWESEEER  AEERIRD - XA
FROHFEERRMECBIZNT LT -
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Environmental, Social and Governance Report (Continued)
RIB-HERERHE (B)

During the year ended 31 December 2019, the Group's REZE2019F12A31HILFE - AEEMNBE
energy consumption and its intensity were as follow: FOHFREREZREMNT

Types of energy

BERERS
Diesel? MWh N/A 28.32
ge5h3 I LR TiEHA
Gasoline? MWh 62.88 23.21
i JKFLEF
Electricity MWh 6,435.18 7,966.37
B JKFLEF
Natural gas® MWh 8,119.07 7,190.15
RIARS JKFL B
Total energy consumption MWh 14,617.13 15,208.05
BEIRAEEFEE JKFLEF
Total energy consumption intensity MWh/million 39.94 26.61
BEREERERE revenue
KELRE,
BETHER
Notes: (G
3. During the year ended 31 December 2018, the actual diesel 3. REZE2018F12A31BILEFE @ SEBERA
consumption was approximately 2,662.09 litres. EH#%2,662.09RF °
4. During the year ended 31 December 2019 and 31 4. REZFE2019F12A31BLEFERREZR
December 2018, the actual gasoline consumption 2018F12A31BHIEFE - AHERBAED A
were approximately 6,488.14 litres and 2,488.87 litres 546,488 14 AT} #)2,488.87 A F ©

respectively.

5.  During the year ended 31 December 2019 and 31 5. REZE2019F12A831ALEEELRRER
December 2018, the actual gasoline consumption were 2018F 12 A3MHILFE - RAREBERHESD
approximately 776,284.42 m3 and 669,511.00 m3 R £ #9776,284.4257 75 K K% #9669,511.003Z
respectively. Tk e
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Environmental, Social and Governance Report (Continued)

R -#HERERBE (E)

The Group operates strictly in accordance with Good
Manufacturing Practice (“GMP") standards regarding
production and operating management, utilises
energy-saving equipment, and enhances the efficiency of
production technologies and raises productivity through
continual upgrade of the production equipment. For the
operation management, we set the energy saving goals
and tasks, by implementing the following measures to
improve the energy saving performance, promote the
enthusiasm of all departments to implement energy

conservation and emission reduction:

o Calculating the energy consumption per unit
of output value according to the actual energy
consumption and the output value of each
department, and then propose the reduced ratio
according to the energy consumption per unit of
the output value, as the energy-saving index of each

department;

o Formulating the departmental energy-saving targets
and working methods based on the energy saving
target issued, the actual energy consumption of the
previous year and the annual production plan, etc.

from all departments; and

o Finding out the cause for the uncompleted
energy savings plan, formulating corresponding
countermeasures, and supervising the

implementation of the assessment measures.

AEBERBRERAREIELCEETRERD
(IGMP) AEMBEZEE  BRTEH AL

A EAEEREIRIERER  UREE
ETERRESEENER HELEET@E -
BB EEREM BRI BBHEENT
RIEMEAREERFBENEEBIER Y
EEPIEMERRE R R AR L

s RESHFFLFEERERNBEREE -
EE G AELBUEENERE  N&
REENEEEEEROBRENL X
2 EREEPIMETREIER

o XJRHMMTRENENDREESR  LFE
ERRERERBANEELENSF
HIE L ARPIESEE B RAMTIES R &

e HBEARERENHABNER BRR
BIERBRER  UEBERYHRE
HATT
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Environmental, Social and Governance Report (Continued)

R -#HE8RERBE (B)

Other than the modification of management process, BRTHEBTEREN NEBEHEERES
the Group also proposes the requirement on the energy METIRAREERDOEREEEEZK I
conservation and emission reduction during production n

and operating process. For example:

o Turn off the electricity when the office and factory o

are not operating;

o Install of LED lighting for illumination; o

o Turn on the electric appliance based on the actual o
needs during working hours, including illumination

facility, air-conditioning, electrical fan, etc;

o Restrict the usage of air-conditioning, set and fix the o
office temperature at 25°C and less than 20°C in

summer and winter respectively; and
o Conduct regular maintenance and repair of o

air-conditioning to maintain the optimal performance

and efficiency in energy usage.

China NT Pharma Group Company Limited | Annual Report 2019
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Environmental, Social and Governance Report (Continued)

R -#HERERBE (E)

Water Management

Comparing to 2018, the Group’s water consumption was

decreased due to effective water saving measures.

During the year ended 31 December 2019, the Group’s

water consumption and its intensity were as follow:

Water consumption

FKE
820184 » AMEREL T B MR E KB
AEBRHFERKERHMTEE -

FEKE
Total water consumption m3 177,837.52 180,196.94
BFEKE AV
Total water consumption intensity m>3/million 485.89 315.31
RFEKEFRE revenue
SHKS
BETHER

Besides, measures taken to handle with “Wastewater
Discharge” stated in Aspect A1, Suzhou First installed
water-cooling tower to boost the circulation, cooling and
reuse water. In addition, we also encourage all employees
and customers to develop the habit of conscious water
conservation to reduce the office’s water consumption.
The Group has been enhancing the water conservation
promotion by posting “Save Water” signs in the pantry
and washroom to remind employees to save water. Also,
we regularly maintain and repair the water supply system

to prevent leakage of faucet or water pipes.

During the year ended 31 December 2019, the Group did

not have any issue in sourcing water.

i H

BRAVE T [5 7K PR | — B Pl B2 32 A V& 05 7K
BV RSN - BRI BB IR AL Al B R KB IR
RABA-ZN RATEBAMERERE
FERBESHHNMKOEE LB RARE
KE - NREBTEHMAHKEENE - ER
IR BT EARE B804 A7k 1R R AT BE
BT SIBMMEnmKke ttsr HMES
EHRERFORREG  PIEKEBEIKERR
BRELE -

HZE2019F 128318 IEFE - AEEFLSKE
BRAKRELEEAEE -
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Environmental, Social and Governance Report (Continued)

iﬁiﬁ %ié& k\Aiﬁi (nla)

Use of Packaging Materials
Comparing to 2018, the Group’'s major packaging

materials consumption was decreased.

During the year ended 31 December 2019, the Group’s

packaging materials consumption was as follow:

Types of packaging materials

BEMFEHE R

820185 AREM T BRI ERE
TH -

REZE2019F 128318 IEFE » AEBEFH
MBERMRIT :

BEMHER

Polyvinyl Chloride (PVC) tonnes 21.28 39.75
RELIE MR

User manual thousand sheets 12,844.00 24,172.00
FEAE TR

Label thousand sheets 52,481.70 82,536.00
Ak TR

Carton thousand pieces 12,664.00 24,091.00
w2 T1{&

Large box thousand pieces 92.50 93.00
KA T1&

Penicillin bottle thousand pieces 58,422.69 73,487.00
iz i T

Rubber stopper thousand pieces 47,372.08 71,429.00
B F1&

Aluminum-plastic cap thousand pieces 47,821.53 76,523.00
I E &

Packaging materials are used to ensure products are
safely delivered to the hands of customers, this is an
indispensable part in the whole production procedure. In
the selection of packaging materials, in addition to the
consideration of economic, product safety, quality and
other factors, the Group actively takes into account the

reuse and recycle capacity of packaging materials.
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A3. The Environment and Natural Resources

As a pharmaceutical manufacturer, the Group has strived
its utmost to control and mitigate the negative impacts
brought to the natural environment and insisted in
regulating emissions of pollutants. In the view of resources
and energy saving, the Group will continuously improve
and enhance its production equipment and techniques,
refine the product structure, and promote environmental
work so as to make contribution to the protection of the

natural environment and resources.

Noise Control

The Group focuses on the noise control management and
the employee’s occupational protection in accordance with
noise control related standards to monitor and control
the impacts of industrial noise to employees’ health and
surrounding community. Noise pollution of the Group
generated from the production base primarily come
from boiler, air compressors, vacuum machines, crushing
machines, water pumps and other equipment, etc. The
Group strictly adheres to GMP requirements and selects
a factory layout designed with significant noise insulation
and damping effect; strives to mitigate noise hazards
through advancing the equipment and technologies,
using physical isolation, occupational protection, green
shielding, etc., and abides by the People’s Republic of
China "Emission Standard for Industrial Enterprises Noise
at Boundary”. For the year ended 31 December 2019,
all production bases of the Group achieved 100% in
compliance with the noise control standards, no complaint

of noise pollution was received.
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B. SOCIAL

B1. Employment

The Group always believes that its outstanding employees
are the most precious asset and sets sustainable talent
development as a fundamental pillar of the enterprise.
The Group encourages employees to build up a work
environment with harmonics working relationship, mutual
trust and improvement and pursues an excellent working
atmosphere. Following our human resources strategy,
the Group continually refines its human resources system
and provides the employees with pleasant working
environment, comprehensive training and development
platform. We also safeguard the employees’ occupational
health and safety and strengthen efficient operation by
team building, to unleash the core competitiveness of the

Group.

The Group actively complied with labour laws and
regulations, including but not limited to, the “Employment
Ordinance” of Hong Kong, the “Labour Law of the
People’s Republic of China”, the “Labour Contract
Law of the People’s Republic of China”, and relevant
governmental labour and personnel laws and regulations.
The Group has established “Employees’ Manual”, “Holiday
Management System”, “Training and Management
System” and relevant personnel management policies, as
well as promoting the standardization and systematization
of decision-making to further enhance the level of human
resources management. Work dismissals are carried out
in compliance with related laws and regulations, so as to
safeguard the mutual rights and responsibilities between
the employees and we would try our best to find out the

cause.

For the year ended 31 December 2019, the Group did
not aware of any material non-compliance of laws and

regulations in respect of human resources.
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For the year ended 31 December 2019, the total number

of employees of the Group was 384 and its distribution is

as follows:

By Gender
MR8 2

186

Male 8 B Female &z

By Employee Category

B E o
3 24
65
0—49

B Corporate Executives =&
B Employee 8T B Manager £&32

Supevisor =& Director 4225

——

74

132

18-30 5% M 31-40 3%

REE2019F12A31BILFE - AEEHE
ET384A  ESDMIIT o

By Age Group
FiRAARE D

.

146

41-49 5, M 50 and above 505% A _E
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Compensation and Benefits

The Group has established a relatively fair, equitable,
reasonable and competitive remuneration system based
on fairness, equity, reasonableness and competitiveness.
The Group’s remuneration of the employees comprises of
basic salary, performance salary, company benefit award,
performance bonus, project bonus, etc. When the level of
salary and consumption significantly increase in the market
or the employees have been promoted, the Company
can adjust the salary level after the remuneration
committee’s affirmation. In addition, when the Group’s
annual benefits and performance have steadily improved,
the human resources department would formulate the
salary adjustment plan on the basis of the marketing data
and the current salary level, and adjusts the salary of
employees according to the factors such as their annual

performance, variety requirement of the position, etc.

The Group has signed and executed the labour contracts
with employees in accordance with the “Labour Contract
Law of the People’s Republic of China”. The signing rate

of labour contracts is 100%.

In accordance with the law, the Group pays “five social
insurance and one housing fund” for its employees,
namely endowment insurance, medical insurance,
unemployment insurance, employment injury insurance,
maternity insurance and housing provident fund, to ensure
employees are covered by social insurance. The social
insurance and housing provident fund are undertaken by

the Group and employee.
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The Group sets up “Employees’ Manual” in accordance
with relevant laws and regulations to regulate employees’
working hours and leaves arrangement. The attendance
system regulates the working hours and irregular working
hours based on the employee’s nature of work, so as
to eradicate the forced labour. Employees are entitled
to paid annual leave, marriage leave, maternity leave,
paternity leave, nursing leave, bereavement leave, sick
leave, personal leave, etc. on top of statutory holidays;
Employees are also entitled to an enriched welfare
system to enhance the standard of living and the sense
of belonging, including baby bonus, festive bonus,

high-temperature subsidies, etc.

Employment, Promotion and Dismissal

The Group determines the objectives, directions and
focuses on talent recruitment, adopts an effective and
open policy for the talent recruitment and makes every
effort to attract local and overseas innovative talents
irrespective of geographical locations as well as to
fully utilize talents after recruitment. During the formal
recruitment process, the Group standardizes the hiring
procedures and recruitment principles, adheres to the
hiring principles of morality, knowledge, ability, experience
and fitness applicable to job positions as well as the
principles of justice, fairness, competitiveness, and on a

selective basis, so as to continuously attract talents.
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The personal growth and improvement of employees
were important to the Group, as the future of the
Group is contributed by the efforts and successes of
each employees. The Group has planned the H-type
development channel for the management and
professional technology series in order to provide a
smooth development pathways and space of sustainable
development for employees. The Group’s Human
Resources Department annually assesses employee’s
capabilities through key performance indicators based on
their annual performance, and takes this as the indicators
to adjust their qualifications or be promoted and adjust
the salary. The frequency of performance appraisal is
organized two times in a year, at mid of the year and end

of the year respectively.

In addition, the Group complies with the relevant
employment laws and regulations, and will follow the
process if employees need to be dismissed, making
reasonable compensation for the dismissed employees.
The relevant provisions on the termination of the
employment relationship have been set out in the

employment contract of each employee.

Equal Opportunities

The Group strictly complies with national and local
standards by adopting a fair, equitable and open
recruitment process, and has developed relevant policies
to prevent discrimination in the recruitment processes,
regardless of race, sex, colour, age, family background,
ethnicity, religion, physical fitness and nationality, thus
allowing them to enjoy fair treatment in every aspect
including recruitment, salary, training and promotion.
We endeavour to attract professionals with diverse

background to join the Group.
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Communication with Employees

The Group is devoted to creating a healthy and
comfortable working and living environment. We
organize various kinds of activities for its employees to
maintain a work-life balance and pursue a joyful and
challenging working environment. The Group’s union
is closely attached to the Group and every employee,
and is responsible for enriching employees’ leisure life,
nurturing corporate culture, advocating healthy lifestyle
through various kinds of activities. The Group endeavors to
shape a unique corporate culture by raising team building
spirit, exerting advantages of different departments and

employees, and elevating the Group to a higher level.

For the year ended 31 December 2019, Suzhou First
organized a Chinese New Year Gala to raise the sense of
achievements for its employees and create a joyful, open,

healthy, friendly, harmonious work-life atmosphere.

B2. Health and Safety

The Group is dedicated to implementing a health and
safety production approach of “Prevention First, with
monitoring of Control” and strives to foster a safe and
healthy working environment for its employees. The Group
strictly follows the Law of Hong Kong’'s “Occupational
Safety and Health Ordinance” the PRC on the “Prevention
and Control of Occupational Diseases”, “Provisions on the
Supervision and Administration of Occupational Health
at Work Sites”, and other regional laws and regulations,
continuously refines the safety supervision management,
strengthens safety training of the professional team, and is

committed to providing employees with a safe workplace.
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For the year ended 31 December 2019, the Group did
not record any accidents that resulted in death or serious
physical injury and no claims or compensation were
paid to its employees due to such events; no material
non-compliance of laws and regulations relevant to health

and safety of employees were found.

Safety Production Management

The Group fulfils the requirements of GMP, establishes
comprehensive “Regulation of Society Production
Management” and implements the responsibility system
for production safety, strengthens the safety management
and enhances the awareness of safety production of
employees. Concerning effective prevention, control
and elimination of occupational hazards, Suzhou First
formulated a series of internal regulations including the
“Safety Operation Procedure for Occupational Hazard
Position”, “Occupational Hazard Warning and Notification
System”, “Occupational Disease Prevention and Control
Responsibility System”, “Occupational Hazard First-aid
Measures” and “Supervision and Administration of
Occupational Health Care”, etc., in order to uphold the
principle of “Safety Management Depends on Health”.
Production bases allocate their responsibilities of safety
production to corresponding departments, establish a
long-term safety production system and fully implement
a safety responsibility system, to minimise and alleviate

safety incidents.

For the year ended 31 December 2019, the Group
has provided occupational medical examination to
the employees of Suzhou First, no occupational
contraindications or suspected occupational diseases were
found; also, no working day was lost due to work-related
injuries and no fatal cases of work-related accident was

found.
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In order to ensure the safety and occupational health RREBINZ2MBERE  DABRER
of employees, to prevent occupational hazards and BE HeEUER AEEBEHRANEE
to conform the actual work duties, the Group has (BEREEMAUTRIRERE)EEET
implemented the internal regulations “Safety Operation AgwmT:

Procedure for Occupational Hazard Position” to guide

employees as follows:

o Operators must wear protective gears such as dust o
masks and other labour protection supplies before

entering the workplace;

o After entering the workplace, the dust removal o
facilities that deployed in there must be carefully
checked, confirm that there are no abnormalities,
and ensure that the dust removal facilities are turned

on;

o If there is a malfunction in the dedusting equipment, o
it is necessary to report the relevant leaders of the
unit in time, and arrange for personnel to repair and
to ensure the operation of the dedusting equipment

are operational to be normal;

o All kinds of dust generated at the production site of o
this post must be effectively cleaned to prevent the

dust to be arbitrarily flying;

o The operators must strictly perform in accordance o
with the operating procedures; the operator will be
seriously dealt with one discovered do not strictly

follow the operating procedure;

° Before leaving work, all kinds of labour insurance °
products used in the production site will be replaced,
to prevent the pollution source from being taken

away from the post and then transmit to others;
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o After leaving the post, it is necessary to maintain
good hygiene habits, thoroughly clean the dust
adhering to the body and clothes, and promptly
clean the body to contact the various parts of the

dust to avoid dust inhalation; and

o Maintain good personal hygiene habits, adhere to

bath after work.

Fire Safety Management

The Group highly values fire safety and contingency
management, based on the requirements of the
“Production Safety Law of the People’s Republic of China”
to constantly enhance the “Fire Safety Regulations”,
positively develops contingency plans and organizes fire
drills. Employees learn the use of fire-fighting equipment
and develop emergency measures in order to protect
themselves as well as the Group’s property in case of
emergency. In order to strengthen safety emergency
management and prevent recurrence of similar accident
in the future, the Group has established a comprehensive
safety contingency system, including training of regular

contingency and accident management procedures.

B3. Development and Training

The Group focuses on employees’ training through series
of training and learning activities it nurtures talents who
are of high quality and capability in order to meet the
labour challenging in a fast-growing business development
and maintain its competitiveness. To achieve the goal of
being a continuous learning enterprise, we provide related
knowledge and skills training for all employees to meet the
requirements of their job functions and ensure they can
efficiently operate in different departments. The Group
is devoted to providing employees with multi-faceted
training activities which involved both internal and external
training, while advancing employees’ techniques and

promoting their career development.
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Training Management

The Group is committed to pharmaceutical innovation
and production whilst it focuses on the growth and
development of each employee. In addition, the Group
has tailored career development plans for the employees
according to their working backgrounds and individual
preferences, and designed a “H-type” development
channel combining management and technical route for
its employees with an open and sustainable development

path.

Training Courses

In order to cultivate employees’ professional knowledge in
the pharmaceutical industry, the Group arranges training
courses in different fields for employees of all levels.
Internal training courses include business compliance
training, rules and regulations training, good supply
practice (GSP) for pharmaceutical products training and
product information training. The knowledge and skill
trainings to all employees aim to help them meet the
requirements of the corresponding post functions and
ensure the effective operation of each functional system.
New recruits would have orientation training to adapt
the working environment as soon as possible and fulfil
their obligation. For employees working in the factory,
the Group also arranges GMP basic knowledge training,
production department’s general standard operating
procedures (SOP) training, fire safety training, adverse
drug reaction report and test training, microbiology
and hygiene knowledge training in order to raise the
awareness of the employees about the product’s safety,
quality and health, and to ensure to promote product
safety and product quality. The Group hopes to improve
employee safety awareness through various internal
trainings to avoid work-related injuries, and at the same
time strengthen the professionalism of employees and

improve the quality of services and products of the Group.
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In addition, the Group also encourages employees to
actively explore external development opportunities,
including attending public courses, seminars, as well as
salons organized by training institutions, and upgrading
academic qualifications. According to the “Annual
Training Plan”, the Group provides a training budget
and gives employees to participate in external training
confirmed by the direct supervisor and the person in

charge of the department.

The Group also recognizes the importance of occupational
safety training to ensure employees’ personal safety. The
relevant policies have been described in details in Section

B2 "Safety Production Management System”.

B4. Labour Standards

The Group strictly executes the Hong Kong’s “Employment
Ordinance”, “Labor Law of the People’s Republic of
China”, “the Labor Contract Law of the People’s Republic
of China” and other local labor laws and regulations.
Meanwhile, the Group constantly refines its recruitment
policy to regulate recruitment activities, with respect to
basic labour issues, such as child and forced labour, the
Group takes a zero-tolerance attitude in terms of both
rules and regulations and monitoring mechanisms. The
Group clearly stipulates in recruitment guidelines that only
employees over the legal working age can be recruited,
and that new employees should provide true and accurate
personal data when they join the Group; recruiters
rigorously review the entry data including physical
examination certificates, academic credentials, identity

cards, and account information, etc.

For the year ended 31 December 2019, the Group was
not aware of any material non-compliance with any laws
and regulations in relation to the prevention of child and

forced labour.
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B5. Supply Chain Management

The Group values the management of supply chain as
the selection of suppliers would directly impact the
quality and safety of the products. Therefore, the Group
has formulated supply chain management regulations
according to the new version of GMP to regulate the
management of supply chain; conduct regular or irregular
assessment towards suppliers; and request for maintaining
product’s quality from the suppliers, with the aim of
upholding suppliers’ product quality as well as urging to a

higher level of supply chain management.

Business Ethics

The Group focuses on the integrity of suppliers and
partners and only chooses to procure from suppliers and
partners that have good track records and no material
violation of laws or business ethics in the past. The Group
has zero-tolerance in bribery and corruption as well as
forbid the supplier and business partners from securing
procurement contracts or partnerships through any form

of transfer of interest.

Supply Chain Management Structure

The Group also provides “Material Procurement
Management Procedures”, “Supplier Management
Procedures” and “Supplier Audit Management” to guide
purchasing representative and employees from Quality
Assurance Department. Having clear instructions to ensure
the quality of the product when conducting procurement

or cooperate with suppliers.
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To curate a safe, reliable and trustworthy partnership
with the suppliers, the Group files an independent profile
for each supplier upon the submission of the preliminary
report from the suppliers; the profile encloses the audit
report, biased statistics, data change and other relevant
information from the suppliers with the aim of bettering
control over supplier's quality. The Group explicitly
specifies the detailed terms concerning the protection
of product quality by scientifically evaluate the suppliers
from aspects of compliance with the law, environmental
protection, labour rights protection, integrity

management, etc.

B6. Product Responsibility

The Group recognizes the importance of product quality
and corporate reputation; actively monitors the quality
of products and services through internal controls
and is committed to producing high quality products
that meet international industry standards. The Group
also maintains communication with its customers to
ensure understanding and meeting customer needs and
expectations, with aims of continuous improvement of the
Group's products and services. The Group strictly complied
with Hong Kong's “Trade Marks Ordinance”, “Copyright
Ordinance”, “Patents Ordinance” and the PRC on “Patent
Law of the People’s Republic of China”, “Trademark Law
of the People’s Republic of China”, “Copyright Law of the
People’s Republic of China”, “Anti-Unfair Competition
Law of the People’s Republic of China”, “Law of the
People’s Republic of China on Technology Contracts” and
other laws and regulations related to health and safety,
advertising, labelling and privacy matters relating to

products and services provided and methods of redress.

For the year ended 31 December 2019, the Group was not
aware of any material non-compliance with product and

service quality-related laws and regulations.
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Product Quality and Safety

Medical quality, the safety of patients, providing efficient
and quality service for customers are the roots to build a
superior brand, the Group highly values the drug safety,
and strive to establish a comprehensive management
system for reporting and monitoring adverse drug
reactions. The subsidiaries and the R&D Center of the
Group have specialized department, which is responsible
for the safety inspection and quarantine, analysis and
reporting throughout the product’s whole life cycle to
ensure the medication safety. The Group is in compliance
with the “Reporting and Monitoring of Adverse Drug
Reactions Management System” which is set out by the
National Center for Adverse Drug Reaction Monitoring
of the PRC and other relevant laws and regulations. It
regulates the Group to deal with the situations in event
of untoward effect of its own products and exclusively

distributed products.

The Group has formulated “Quality Manual”
“Responsibilities and Standards of Sales Personnel”,
“Management Regulations of the Release of Raw
Materials, Packaging Materials and Finished Products” and
“Reporting and Monitoring of Adverse Drug Reactions
Management System” and relevant product management
policies, as well as promoting the standardization and
systematization of decision-making, which in turn would
further enhance the level of production. The Group
complies with the GMP standard requirements, through
relevant laws and regulations every year, strengthen
its product quality management through quality risk
management, correction and prevention measures, quality
tracing, etc. strengthen product quality and ensure a
steady and proper production of medicine which is to
designate for a specific use, to meet registration approval
and quality standards during the whole production
procedure. In addition, the Group’s Urine Test Strips and
Urine Analyzer are approved for production under the

Medical Device Production License.
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Environmental, Social and Governance Report (Continued)
RIB-HERERHE (B)

Approval Procedures of the Qualified Final Products are as SR m AT ER T

follows:

Issue of
Testing
Reports
and
Certificates

Product
Packaging, Product Record Quality
Package Testing Checking Control

Check

Release of
Final
Products

Production
Weighing and IPc
Testing

Material
Picking

Entering Sampling
Warehouse Test

The Group also recognizes the importance of production ASKBTBAEREEBHIRE - HER
training, the relevant policies have been described in detail REMEEBIEBET [HH3IR2 ] — & F AR -

in Section B3 “Training Course” session.

Labelling and Traceability = o AR sk A AT 2B

The Group is awarded 121 product registration certificates ARBEEANREREE R ENE®R T
issued by the China Fund and Drug Administration and e AhE@0EEREEHEREE -
over 20 of the products are being sold and produced RIESEMESARNEARRERES
concurrently. In order to enhance the transparency of Eoo  ARERE(ERFAEMTRER
medication disclosure and safeguard medication safety, REIBM BRI REHAE RERBEES
the Group is in compliance with the “Provisions on B AREELEREGECAERIRER
the Administration of Pharmaceutical Directions and BIUEEREERAE-

Labels” to scientifically prepare instructions, labels and
advertisements of the products. The Group prohibits to
convey false or misleading message on the products,
as well as is obliged to provide proper instructions for

patients to take medicine.
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Traceability of drugs is an important management issue in
the medical industry. To trace the quality status in case of
a quality problem or customer feedback and achieve the
purpose of source management. Labels are divided into
the stock label, processing label and finished product label
according to different stages of the product formation.
For the production and packing records of final product,
records shall be authentic, completed, qualified and
acknowledge by the operators and reviewers. The record
shall be traceable to the raw material, all the production
and testing procedures of the products, and relevant
records shall not be arbitrarily altered. If changes are
required, the name and date should be counter-signed
and the reason for the change should be indicated and the
original data can still be identifiable. The Technical Quality
Department shall collect and maintain a complete set of
quality records for the production, which would be filed
according to batch number, and kept for one year after
validity period of the product until the end of its product
life.

Consumer Services and Privacy

“Drug Recall Mechanism” of the Group is formulated and
the establishment of a service hotline (4008208295*821)
and reporting email (safety@ntpharma.com) to aggregate
reports in case of adverse reaction on drugs, this
mechanism timely and effectively ensures that suspected
products with potential quality problems are halted in the

market as to minimize the impacts caused to the patients.

To further reinforce the privacy management in protection
of the Group's property and clients’ safety and interests,
the Group stipulates a series of stringent and regulated
policies for protecting personal information, the Group’s
properties and classified information (including privacy of
the employees and clients); prohibits any abuse of personal
information and illegal profiteering acts. In view of the
above, the Group restricts only authorized personnel to
get access to the customers’ and employees’ information

system.
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Intellectual Property Rights

As a technology-based pharmaceutical company which
develop its own products, the Group treats intellectual
property as intangible asset and values the trademark of
our drugs as well as its benefits. Apart from the brand
rights of Miacalcic Injection and Miacalcic Nasal Spray,
the Group’s proprietary products include Shusi, Xi Di Ke,
Zhuo'ao, Songzhi Wan, and other drugs. Being one of
the core products in the therapeutic area of oncology and
hematology, Xi Di Ke is a unique national class 1 new drug
of which the global exclusive intellectual property rights
and related patents have been obtained by the Group,
and had successfully had it admitted into the medicine
catalogue for medical insurance of both Jiangsu and Anhui

provinces during the year ended 31 December 2019.

To further safeguard product’s trademark and property
rights, the Group has established a standardized
intellectual property work management system according
to the “Patent Law of the People’s Republic of China”,
and does not tolerate any violations of trademark property
rights. The Group takes concrete actions to protect
existing trademark and aided with a reporting channel to
allow employees to report any suspected breach of the

code.
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B7. Anti-corruption
Anti-corruption

The Group is committed to conforming to honest,
compliant and lawful business practices, strictly follows the
“Prevention of Bribery Ordinance” of Hong Kong Special
Administrative Region, “Criminal Law of the People’s
Republic of China”, “Interim Provisions on Banning
Commercial Bribery of the People’s Republic of China” and
other laws and regulations in relation to the prevention of
bribery, extortion, fraud and money laundering. The Group
restricts the board of directors, departmental managers,
employees and distributors to comply with an integral and
ethical business standard, conforms to an ethical business
practice and complies with the laws and regulations with
the aim of maintaining the integrity and reputation of the

Group.

For the year ended 31 December 2019, the Group did not
notify any material non-compliance with the relevant laws
and regulations of bribery, extortion, fraud and money

laundering.

Employee Code of Conduct

In accordance with the laws and regulations on the above,
we have established an “Anti-bribery and Anti-fraud
Policy”, thereby strengthening employees’ anti-corruption
awareness and regulating employee behaviour. The
Group has a stringent internal control mechanism, for
those who abuse their power to engage in malpractices,
misappropriation of funds and accepting bribes, the
Group will immediately refer the case to law enforcement

agencies.
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Whistleblowing System

The Group sets up a comprehensive supervision system
including a whistle-blowing hotline and a mailbox to
receive reports for avoidance of bribery, blackmailing,
fraud and money laundering acts. Such whistleblowing
system allows all employees to report anonymously to the
internal control staff, including negligence, corruption,
bribery and other misconduct. The internal control staff
will process the reports promptly, fairly and confidentially.
On the other hand, the whistleblowing system also ensures
that whistle-blowers will not be treated unfairly because of
reports, the whistle-blowers will not face unfair dismissal,

unwarranted disciplinary actions, etc.

Publicity and Education

The Group offers “Corporate Ethics Programme”, aiming
to standardize the ethics management of the Company,
improving employee’s ethics awareness and management,
strengthening their self-discipline, creating an integrity
business and fair competition of the market and
promoting the healthy development of the enterprise, this

management system is specially formulated.

The Group conducts compliance policy training for all
its employees by means of e-learning, compliance policy
quiz and face-to-face teaching to further enhance the
awareness of compliance requirements. During the
tendering process, the Group insists on fair and open
procurement, tendering process would be regulated and
transparent in order to comprehensively prohibit corruptive

acts.
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B8. Community Investment
Caring for the Community

The Group undertakes the social responsibility as a
responsible corporate citizen, has been adhering the
principle of “Taken From Society, Giving Back To Society”
and has been making contributions to the community in
the form of active participation of the charitable activities.
Upholding the core values of “Responsibility, Integrity,
Innovation, Win-win”, the Group views the values as
the root to healthy development. The Group advocates
employees to launch charity bazaar and make donations
during the internal meetings of business department or
board of directors’ meeting. The Group is exploring a
diversified contribution to the society and attaining the

goal of healthy co-development with the community.

Employees can submit donation and technology fund
applications to the Group through the Groups Donation
and Technology Fund Policy to help victims in need and
make intensive study of scientific and rational use of drug.
This can set up a good image for the Group while fulfilling
the social responsibilities. The Group’s donation behavior
has strictly complied with “Law of the People’s Republic of
China on donations for Public Welfare”, “Measures for the
Administration of the Receipt of Public Welfare Dongyiun
by Health and Family Planning Organizations (for Trial
Implantation)” and other national and regional law and

regulation.
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The Group has participated in all kinds of charity events,

including:

o Subsidize to outstanding poor students from
Shanghai University of Traditional Chinese Medicine,
they are from Han ethnic group, Turkic ethnic group,
Kazakhstan and other minority students, the first

batch of subsidized students have already graduated;

o Donate medicines to Jiang Su Charity Federation for

poverty alleviation;

o Subsidize the decoration fee and medical equipment
to A4 general ward in Tuen Mun Hospital in Hong

Kong;

o Subsidize the charity activity of The Community
Chest of Hong Kong;

. Subsidize to the reconstruction medical room in

Nimu County Autonomous Region;

o Subsidize to the renovation of run-down building in

Nimu County Autonomous Region;

o Subsidize to the school in Autonomous Region

Stricken Areas; and

. Donate materials to the victims of the “5.12"

Sichuan earthquake.
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Environmental, Social and Governance Report (Continued)
RIB-HERERHE (BA)

THE ESG REPORTING GUIDE CONTENT
INDEX OF THE STOCK EXCHANGE OF

BEREBEXZAERAANCR
B-#HEBRERABREEIDRER

HONG KONG LIMITED

Subject Areas,

Aspects, General

Disclosures and KPIs

5| &

BE - —REER Description Section/Declaration
ERENIER Rt - 4:0 1
Aspect A1: Emissions
EBEA1: $HY
General Disclosure Information on: Emissions 69-74
(@)  the policies; and
(b)  compliance with relevant laws and
regulations that have a significant
impact on the issuer relating to
Exhaust Gas and GHG emissions,
discharges into water and land, and
generation of hazardous and
non-hazardous waste.
— MR EE FRBERRERBHM  mAKRLMHE  HRD
5 REREEERYNELSN
@ BER: Rk
(b) BTHETABEAZENHEREER
RO EH
KPI A1.1 The types of emissions and respective Emissions — Exhaust Gas 75-76
("comply or explain”) emissions data. Emissions, GHG Emissions,
Wastewater Discharge,
Waste Management
BB RUEIRAL HERUIE SR R ARRABE R BUR - e - BERBERR -
(TNETRLERE) BERBBHER
VEIKBERR - BEYIBR IR
KPI A1.2 GHG emissions in total (in tonnes) and Emissions — GHG Emissions 77-80
("comply or explain”) intensity. BEmy) - BEREHEN
BB BUEIRAL.2 BERBEBNE (AMAHE) REE -
(TNE<TRLERE)
KPI A1.3 Total hazardous waste produced (in tonnes) Emissions — Waste 81

("comply or explain”)
BRI UBIEAT1 3
(TE<FRLARE)

and intensity.
MELEEREYNEE (UNEETHE)
R o

P B FEE

Management
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Subject Areas,

Aspects, General

Disclosures and KPIs

BE- - —REER Description Section/Declaration

BEREMER Rt - 4:0 1

KPI A1.4 Total non-hazardous waste produced Emissions — Waste 82
("comply or explain”) (in tonnes) and intensity. Management

R AERUIEIRA1 .4 FELEBZEZEYHEE (AWETE) B - BE R IR

(TE<FRLEREE) REE -

KPI A1.5 Description of reduction initiatives and Emissions — Exhaust Gas 83

("comply or explain”) results achieved. Emissions, GHG Emissions,

Wastewater Discharge,

Waste Management

BB E IRIRA5 AR K BEE BB B R FTIE AR - PR - BERHER
(T E<FRLEREE) BRI
VEIKBERR - EEYBR IR
KPI A1.6 Description of how hazardous and Emissions — Waste 84
("comply or explain”) non-hazardous wastes are handled, Management

reduction initiatives and results achieved.

RAREBUIEIRAL.6 HARBEERBEZTEEDNTE  BIE B - EYRE
(T EBFRLiRRE) EEENEENPIEKER -
Aspect A2: Use of Resources
EHEA2 : &REA
General Disclosure Policies on the efficient use of resources, Use of Resources 85

including energy, water and other raw

materials.
—RIKE BXEAER (BERR  KREMEME) BREH
MR
KPI' A2.1 Direct and/or indirect energy consumption by  Use of Resources — Energy 85-88
("comply or explain”) type in total and intensity. Consumption
R AE B IRA2 1 RERESMNERER SHEEREEE BRER - RERE
(T EB-FRLiERE) REE -
KPI A2.2 Water consumption in total and intensity. Use of Resources — Water 89
(“comply or explain”) Management
BB BUEIRA2.2 BREKEREE - BREM - AKER

(TETHLRE)
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Subject Areas,

Aspects, General

Disclosures and KPIs

BE- - —REER Description Section/Declaration

BEREMER Rt - 4:0 1

KPI A2.3 Description of energy use efficiency initiatives  Use of Resources — Energy 87-88
("comply or explain”) and results achieved. Consumption

BABE IR IRA2.3 i e IR (E AR S AT B TSR - BIRER - sEIRBR

(TE<FRLEREE)

KPI A2.4 Description of whether there is any issue Use of Resources — Water 89

(“comply or explain”) in sourcing water that is fit for purpose, Management

water efficiency initiatives and results

achieved.
RARBERUIEFA2.4 RASKEGERKR LRI A EAM[E - UKk BREA - AKER
(TNETREERE) Rt AK R 8 R RAR -
KPI A2.5 Total packaging material used for finished Use of Resources — Use of 90
("comply or explain”) products (in tonnes) and, if applicable, Packaging Materials

with reference to per unit produced.

RSB MIEIRA2.5 HERAARRMHNEE (UNE) BRER - BRMEEA
(TETHLARE) NELERMIEE -

Aspect A3: The Environment and Natural Resources

EBHA3 : BERARER

General Disclosure Policies on minimising the issuer’s significant ~ The Environment and Natural 91
impact on the environment and natural Resources
resources.
—MRIR BEETAHBRRERAREREXEATEN REKAAER
R
KPI A3.1 Description of the significant impacts of The Environment and Natural 91
(“comply or explain”) activities on the environment and natural Resources — Noise Control

resources and the actions taken to manage

them.
BB IR ZA3.1 RO EREDHRERAAEFRNEATER RERAARER-BZEE
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Subject Areas,

Aspects, General

Disclosures and KPIs

BE- - —REER Description Section/Declaration
BEREMER Rt -0 1
Aspect B1: Employment
EEB1 : &
General Disclosure Information on: Employment 92
(@)  the policies; and
(b)  compliance with relevant laws and
regulations that have a significant
impact on the issuer relating
to compensation and dismissal,
recruitment and promotion, working
hours, rest periods, equal opportunity,
diversity, anti-discrimination, and other
benefits and welfare.
—RIKE BRFH ke BEREA TERE R EE
B TERE  Zt RER/RAREMEE
RAaHuy
@ MR K
(b) BETFHETABEAFENHBEEK
RO ER o
KPI B1.1 (Recommended Total workforce by gender, employment Employment 93-94
Disclosures) type, age group and geographical region.
FESRAARUIER B1.1 iRl - ERER  FRANKSERIADHNE (ER
(EBEHKE) SHRg -
KPI B1.2 (Recommended Employee turnover rate by gender, age group  Employment 95-96
Disclosures) and geographical region.
RASRAERIE1EB1.2 BRI - FhAR RIEE S HEERA B
(RREKE) bt e
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Environmental, Social and Governance Report (Continued)
RIE-tERERRS (B)

Subject Areas,

Aspects, General

Disclosures and KPIs

BE- - —REER Description Section/Declaration
BEREMER Rt -0 1

Aspect B2: Health and Safety

[EEB2 : REERZ

General Disclosure Information on: Health and Safety 97

(@)  the policies; and

(b)  compliance with relevant laws and
regulations that have a significant
impact on the issuer relating to
providing a safe working environment
and protecting employees from

occupational hazards.

— MR R AHARHZ2IERENREEERCBE T REERS
fad
@ HR: K
(b) BETFTHETABEAFENHBEEK
RBIEER o
KPI B2.1 (Recommended Number and rate of work-related fatalities. Health and Safety — Safety 98
Disclosures) Production Management
BB RUIEIRB2.1 ATEREMETHABKL X - EREZ RHEEER
(EBEHKE)
KPI B2.2 (Recommended Lost days due to work injury. Health and Safety — Safety 98
Disclosures) Production Management
RASRAEMIE1RB2.2 ATHEEEATIIERS - RREZE - Z24EER
(RARKE)
KPI B2.3 (Recommended Description of occupational health and Health and Safety — Safety 99-100
Disclosures) safety measures adopted, how they are Production Management,
implemented and monitored. Fire Safety Management
MR B AIE1RB2.3 PR B ERREL 2R - URIEH RBRERE - R24EEER
(EEHKE) HITRERTE - ﬁ%k%aﬁ
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Environmental, Social and Governance Report (Continued)

R -#HE8RERBE (B)

Subject Areas,

Aspects, General

Disclosures and KPIs
BE- - —REER Description
ARENIEE i

Aspect B3: Development and Training
[EEB3 : #EREI

General Disclosure Policies on improving employees’ knowledge
and skills for discharging duties at work.
Description of training activities.

ABRTHE B BT TIER A M AN K R A K
R o HLEIEE o

Aspect B4: Labour and Standards

[EEBA : 3 T %]

General Disclosure

— R

Information on:

(@)  the policies; and

(b)  compliance with relevant laws and
regulations that have a significant
impact on the issuer relating to
preventing child and forced labour.

—RBE HREB L E Taksa 4 TH -
(@) BER: K
(b) BFUBITABEAFENHEEEEK
RBIEER

Aspect B5: Supply Chain Management
[EmBS : HEREER

General Disclosure Policies on managing environmental and

social risks of the supply chain.
T ERNRE R SRR o

Description of practices relating to engaging

—RIKE

KPI B5.2 (Recommended
Disclosures) suppliers, number of suppliers where the

practices are being implemented, how they

are implemented and monitored.

[ 42 48 MR 13B5.2 WA REEREEENED - AREREGM
(BREE) HITRERETE -

China NT Pharma Group Company Limited | Annual Report 2019

Section/Declaration

2 BH

Development and Training 100-101
B B
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HEEER

Supply Chain Management - 103
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Environmental, Social and Governance Report (Continued)
RIE-tERERRS (B)

Subject Areas,

Aspects, General
Disclosures and KPIs
BE- - —REER
BEREMER

Description

it

Aspect B6: Product Responsibility

[EEB6 : EmEIE

General Disclosure

— R

KPI B6.1 (Recommended

Disclosures)

B A IE 286, 1
(BZEHE)
KPI B6.2 (Recommended

Disclosures)

RS 45 AUE12B6.2
(E#WE)
KPI B6.3 (Recommended
Disclosures)
RIS M IE1EB6.3
(REKE)

Information on:

(@)  the policies; and

(b)  compliance with relevant laws and
regulations that have a significant
impact on the issuer relating to health
and safety, advertising, labelling and
privacy matters relating to products
and services provided and methods of

redress.

BRMRBERMBBORRERZS  BES

BRERLEESEUARBRAED -

@ BE: X

(b) BITHETAREATZENHABEEK
RBIEER o

Percentage of total products sold or shipped

subject to recalls for safety and health

reasons.
EESEEXERRET AR REEFIEHT
ARBHE DL -

Number of products and service related
complaints received and how they are
dealt with.

BREMNERNRBANRFEE AR ES
bz

Description of practices relating to observing

and protecting intellectual property rights.
fi it B A RIS NS E R B V1B A1

P B FEE

Section/Declaration

2 BH

Product Responsibility 104
- Product Quality and
Safety, Labelling and
Traceability, Consumer
Services and Privacy,
Intellectual Property
Rights

EmEf-EREE8E%2
ZEMA RPN - TP RS
KFRFL - FIGRERE

Product Responsibility — 105-107

Product Quality and Safety

Product Responsibility — 107
Consumer Services and
Privacy

EmEE - EFRBREML
R

Product Responsibility — 108
Intellectual Property Rights

EmBE - MBERE

FEHREHE20109
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Environmental, Social and Governance Report (Continued)

R -#HE8RERBE (B)

Subject Areas,

Aspects, General

Disclosures and KPIs

BE- - —REER

BEREMER

KPI B6.4 (Recommended
Disclosures)

B R EANE12B6.4

(RBEKE)
KPI B6.5 (Recommended

Disclosures)

Description
g
Description of quality assurance process and

recall procedures.

A EERTE B RERDKRER o

Description of consumer data protection and
privacy policies, how they are implemented
and monitored.

A4 M IE15B6.5 HIUR B EBBRRE RALREE - ARAERHR
(REEE) TRERETE -

Aspect B7: Anti-corruption

[EMEB7 : R&ES

General Disclosure Information on:

(@) the policies; and

(b)  compliance with relevant laws and
regulations that have a significant
impact on the issuer relating to

bribery, extortion, fraud and money

laundering.
—RRH R BRAB LR - 1R - BGEFRERER ¢
@ BX:k
(b) BEFEHETABEAZENHEBLER
HOIREHR -

KPI B7.2 (Recommended
Disclosures)

Description of preventive measures and
whistle-blowing procedures, how they are
implemented and monitored.

RASRAEMIEIRBT.2 S R BHERF - ARBBHTRE
(BEWE) B e

Aspect B8: Community Investment

[EEBS : HERE

General Disclosure Policies on community engagement to
understand the needs of the communities
where the issuer operates and to ensure
its activities take into consideration the

communities’ interests.

ARAM B2 SRR 2 B AL R R AR
REXBADEE BALEBAOBR o

— R E
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Report of the Directors

e = IR 4=

i% = ¥R

The Directors are pleased to present the annual report
of the Company together with the audited consolidated

financial statements of the Group for the year ended 31
December 2019.

PRINCIPAL ACTIVITIES

The Group is mainly engaged in investment, research and
development, manufacturing and sales of pharmaceutical
products, as well as the provision of pharmaceutical
marketing and promotion services in China and more than

20 foreign countries.

FINANCIAL RESULTS
The financial results of the Group for the year ended 31
December 2019 are set out in the audited consolidated

financial statements on pages 18 to 28 of this report.

BUSINESS REVIEW

The review of the business of the Group, including a
description of principal risks and uncertainties and an
indication of likely future development in the Group’s
businesses, for the year ended 31 December 2019 as
required by Schedule 5 to the Hong Kong Companies
Ordinance is contained in the Business Review (pages
8 to 12), Operating Results (pages 13 to 14), Prospects
and Outlook of the Group (pages 16 to 17), under
Management Discussion and Analysis, Risk Factors section
(pages 61 to 63) under Corporate Governance Report
as well as note 36 to the audited consolidated financial

statements. These discussions form part of this report.

TEXABESEE | FE®RS

7 19%12A31BILEE
BRAEBKEEZNEG S U HR

ETEXRE
AEEEBEFEREN205 ERARLEER
BWE - AE REEER UREBHEES
IR E R E SR -

MBEE

REEHZ2019F 12831 EFEMMIEE
BHRAREFBI18EE28H ZKEEXNGRE
IS REK ©

EBER
BREBEEB(RAGOD MRS ERGROEE
2019F12A3TB L FEHNAEBEKER -
BREHAEEEBTZRAR R THBEEZN
TR B AT EENRRERNIBT - &
REBENwmEIT — SR ERERE (58
BEE12H)  ZEXBZ (F13EE148) kK
EEAERRE(F16BEEITHE)HH ¥
ERmE—EHPONRAREE (F61E63H) B
o REEZ ?é%&&i‘%ﬁtmw o JE LL Y
MR ARE R —
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Report of the Directors (Continued)

EEEHE (A

POSSIBLE ACQUISITIONS DURING THE
YEAR UNDER REVIEW

Material Acquisition and Disposal

Reference is made to the announcement of the Company
dated 10 July 2019 in relation to the conditional
acquisition agreements dated 25 June 2019 entered into
among, among others, the Company and WD Investment
Co., Ltd and other parties (the “Acquisition Agreements”)
and the conditional subscription agreements entered into
among, among others, the Company and Hong Kong
WD Pharmaceutical Co., Limited (the “Target Company”)
and other parties (the “Subscription Agreements”),
pursuant to which the Company will be interested in
approximately 52% of the total issued share capital of
the Target Company upon completion of the acquisition
and subscription and the Target Company will become
a non-wholly-owned subsidiary of the Company (the
“Proposed Transactions”). On 19 November 2019,
the Company and the relevant parties entered into a
termination agreement to terminate the Acquisition
Agreements with immediate effect. On the same day,
the Company and the relevant parties entered into a
termination agreement to terminate the Subscription
Agreements with immediate effect. As a result of the
above termination agreements, the Proposed Transactions

will not proceed.

The Board considers that the termination of the
Acquisition Agreements and the Subscription Agreements
will not have any material adverse effect on the operation
and financial position of the Group. Please refer to the
announcements of the Company dated 10 July 2019, 30
July 2019, 30 September 2019, 30 October 2019 and 19
November 2019 for further details.

Save as disclosed above, during the Year under Review,
the Group did not have any other material acquisition or

disposal.

REEFANAERESEE

BAYENHEEIE

UL IR AR R H B R2019F7H10H &
NE-RNBEB (AP EE) AR A EWD
Investment Co., Ltd&XEMALFIZBEA
2019F6 A25H &9 & & 14 W s =% ([ U 8 17
&) R (EARB1E) AR F HHong Kong
WD Pharmaceutical Co., Limited ([B 22
all) REMALTTI VA RHERERZ (1R
Bzl Bt S BBEEELRES
BHE ARRABHEEEEAREETRAE
HAS2% M MBRQRMEKAERR
AIEREMB AR ([EZEX S - 12019
F1A198 - ARARMEBERTHTFILR L
M AR & EWERZE - RIB - XRA &
MR BAET &9 75 5T 3L 4% 1 197 5% DA BV BSs 4% 1 3R R 167
Zeo BN EMRIER®E BRI B TIEE

7o

EEERRUBEHALRRBHRELRLETE
HAKEMEERMBRREXTRMEKX
THEE - E—FPFBHLHARRBHE
20194 7R 108 ~ 201957 A30H 201949
A30H - 20194 10A308 K&2019511 819
SPr/N-

R EXHEEIN REBEFA AEEL
EEMEMERRBIHESR -
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Report of the Directors (Continued)

EEEHE (A

ENVIRONMENTAL POLICIES AND
PERFORMANCE

A discussion on the Company’s environmental policies and
performance is set out in the Environmental, Social and

Governance Report on pages 69 to 120 of this report.

COMPLIANCE WITH LAWS AND
REGULATIONS

The Company recognizes the importance of compliance
with regulatory requirements and the risk of
non-compliance with such requirements could lead to
adverse impacts to the operation and financial position of
the Company. The Company allocates systemic and staff
resources to ensure continuous compliance with rules and
regulations and to maintain cordial working relationships
with regulators through effective communications. During
the Year under Review, the Company has complied, to
the best of the knowledge of Directors, with all relevant
rules and regulations that have a significant impact on the

Company.

FINANCIAL SUMMARY

A summary of the Group’s results, assets and liabilities for
the last five financial years are set out on page 2 of this
report. This summary does not form part of the audited

consolidated financial statements.

DIVIDENDS
The Board does not recommend the payment of a final
dividend for the Year under Review (2018: nil) to the

Shareholders.

BRBEERERHE

FLAR B HRRBER KRB H T m BN AR
HEEOE120EMIRE - HEREAMSE -

BFERBERER

ARAIRANEEERENEEZE  ERE
BAARTE MR AT B S B AR R E R
MR ML - KRRARDDEREGERAN
AR BMESEETHRANROIAREBE
MBBEEERBHESMERIFRE - DR
FA - -REFFRH ARFCETHEHAR
RAIBERFZENBBRALAEH -

=
BEAMBBREN—H5

R E
EESTESAREIRERESENRN 2 KRR
B (20184 : ) o
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Report of the Directors (Continued)

EEEHE (A

TRANSFER TO RESERVES

Loss attributable to equity shareholders of RMB587.6
million (2018: loss attributable to equity shareholders of
RMB957.7 million) has been transferred to reserves. Other
movements in reserves during the year are set out in the

consolidated statement of changes in equity.

Details of the reserve available for distribution are set
out in note 34(e) to the audited consolidated financial

statements.

FIXED ASSETS
Details of the movements of fixed assets during the year
are set out in note 15 to the audited consolidated financial

statements.

BORROWINGS AND PLEDGED ASSETS
Details of the Group’s borrowings and pledged assets are
set out in notes 23 and 27 to the audited consolidated

financial statements.

SHARE CAPITAL
Details of movements in the share capital of the Company
during the year are set out in note 34(c) to the audited

consolidated financial statements.

MAJOR CUSTOMERS AND SUPPLIERS

For the year ended 31 December 2019, the aggregate
amount of revenue and purchases attributable to the
Group’s five largest customers and suppliers represented
77.7% and 72.8% of the Group’s total revenue and total

purchases, respectively.

During the Year under Review, the largest customer of the
Group accounted for approximately 51.5% of the total
revenue and the largest supplier of the Group accounted
for approximately 46.0% of the total purchases of the
Group.

B

R R EILE 1B AR Y587 6B &L (2018
FREERREGEEARKIS77IEETL)
E}ﬁ)\fﬁﬁ FREMBEEB RN GEE

A S R EEFIEH N EEZNERE MR
RETFE34(e) ©

BE&EE
FABRTEENEDFBHARNEEZNEE
B R R M 5215 o

EBERRIEREE
REENERRIBREEFBHNEEZD
RA SRR ME23K%27 o

% 2
FARARRRBRAE B FBFHNREBZNEG
B 75 R 9 7E34(0) °

>

FEEFRHEER

HZE2019F12A31BLEFE AEERAE
FPRARHEEAHBARRBERLESRES G
REEBUWA R ABIRETENTT.7% K%72.8% °

REBEFAN  AEENGEARPHAEBEE
W A 4951.5% @ REBH R AEEREARE
Bl AR EERE 4746.0% ©
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Report of the Directors (Continued)

EEEHE (A

As far as the Company is aware, neither the Directors,
their associates, nor those shareholders who are interested
in more than 5% of the shares or underlying shares of the
Company had any interest in the five largest customers

and suppliers of the Group.

The Group maintains a good relationship with its
customers. A customer complaint handling mechanism is
in place to receive, including complaints analysis and make
recommendations on remedies with the aim of improving

service quality.

The Group is in good relationship with its suppliers and
conducts a fair and strict appraisal of its suppliers on an

annual basis.

DIRECTORS

The Directors who held office during the year ended 31
December 2019 and up to the date of this report are:

Executive Directors

Mr. NG Tit (Chairman and Chief Executive Officer)
Ms. CHIN Yu

Mr. WU Weizhong

Mr. WANG Fei (resigned on 29 November 2019)

Non-executive Directors
Dr. QIAN Wei
Ms. LOU lJianying (resigned on 29 November 2019)

Independent Non-executive Directors

Mr. Patrick SUN (resigned on 31 December 2019)
Mr. YU Tze Shan Hailson

Dr. YAN Hong (resigned on 20 March 2020)

Dr. ZHAO Yubiao (appointed on 31 December 2019)
Mr. PAN Fei (appointed on 20 March 2020)

RARFFME BEES HBRA 5B
B AR 15 S AR B AR 195% A - 4 36 9 BB
R RNAKERARS REAREEES T
A -

AEEREEWNRRT - ARERBER
AEEFETESRFERM BERFK
£ SIRBHKESR -

AEBEHERERRY  SFHHERE

REZE2019F12A31 B ILFERAREE AR
EOHEFESOR

WITES

RGKE (FEFTHAEE)
BRZ T

REREE

TR E (R2019F11H29H BHT)

JEHITES
BHEL
EREBLT (R2019F11H29H B 1F)

B IEHITES
FEFEELE L (R2019F 12831 H §1F)
Sl

B oA S+ (202043 H20H B (F)
HERE LT (R2019F12H31HEZ ()
ERE A (R2020F3H20H EZ (F)
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Report of the Directors (Continued)

EEEHE (A

Pursuant to article 84 of the articles of association of the
Company, Mr. Wu Weizhong, Mr. Yu Tze Shan Hailson
and Mr. Ng Tit will retire from office as Directors by
rotation at the forthcoming annual general meeting. In
addition, Dr. Zhao Yubiao and Mr. Pan Fei were appointed
as independent non-executive Directors on 31 December
2019 and 20 March 2020, respectively. Pursuant to article
83(3) of the articles of association of the Company, each
of Dr. Zhao Yubiao and Mr. Pan Fei will hold office until
the forthcoming annual general meeting. All of them,
being eligible have offered themselves for re-election

pursuant to the articles of association of the Company.

Biographical details of the Directors of the Company are
set out on pages 34 to 41 of this report. The Company has
received from each independent non-executive Director an
annual confirmation of his independence pursuant to the
Independence Guidelines under the Listing Rules and the

Company still considers such Directors to be independent.

PRE-IPO SHARE OPTION SCHEME

The Company has adopted a share option scheme (“Pre-
IPO Share Option Scheme”) on 7 April 2011. Under the
Pre-IPO Share Option Scheme, the Company granted
50,027,881 options before the listing of the Company.
Each option gives the holder the right to subscribe for
one ordinary share in the Company. Up to 31 December
2019, no further option has been granted pursuant to
the Pre-IPO Share Option Scheme. A summary of the
principal terms and conditions of the Pre-IPO Share Option
Scheme is set out in the section headed “Pre-IPO Share
Option Scheme” in Appendix VIII of the Prospectus of the
Company. 1,999,074 shares were lapsed during the year
ended 31 December 2019. The remaining life of the Pre-
IPO Share Option Scheme is 1 year.

As at 31 December 2019, options to subscribe for an
aggregate of 1,816,666 shares of the Company were
outstanding under the Pre-IPO Share Option Scheme and these
options relate to the options granted to the following grantees.

REARRAHBERMAIZMAFESLE - R
REBSEE  RELEERREEEBRER
BREBFASGLBERTEFT - B0 HE
S+ ROEREE D RIR2019F12H4318 &
2020F3 A0 E R ABILIEHNITES -
REAQR A ZERMAZ AR E83(3) M4 -
BEVBIRERLIESEREBEEZR
ERRBAFREG - BREBERARAHAAERL
Al Pl 2 REFHRAERTEEERE
£

ARAEZZEEHBENARS E34E41
B -ARAEKRIIZHBILFATEERE L
MARAMBTHBE L EESRLARNEE L
FONFEERE  MARANRZTES
R

BRAAHRBENBRES
NARR2011F4R78 R4 — 18 88 IR #E T
E([ERAAZEEAERETEL - RES
RARMBERBERENE  KABERET
A% 1150,027,88115 B AR 4 - T 10 B AR E IR
FTREAEMNRE-RAQFLAER -HE
20195F12A318 - BIERBE X AFREEH]
BREGT SRR EAERE - XA
BEAMBRETENEZERRIEERES
RARRBRERWENEXAFREESAE
REHERT Sl — &1 - B/ =2019F 128310 1t F
€+ 1,999,074 AR MH KB - BIRAFHEEH]
BRI EI M FRFERIEF o

20195124318 - IREBEH X AHAEEAE
Mg B P REBAAAE 1,816,666 4%
BIRE IR M R AT - MR EERET B
T RAIAR AR BRE -
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Report of the Directors (Continued)

EEEHE (A

Employees of the Company Working under

REBANXENAAFEE (BEF

Continuous Contracts other than the Directors BR SN
Number of share options
BREHA
Lapsed/ Approximate
Balance Exercised cancelled Balance  percentage
Date of Exercised asat during during asat to the issued
grant Option period price 17112019 the year the year  31/12/2019  share capital
R2019% ERE R2019E128 HERTRE
LA BRESH TEE 1B1BMESR  FREAE  AR/HE  NANER  BAEAM
Employees 18/9/2009 18/9/2009-18/9/2019 US$0.20 499,074 - (499,074) - 0.00%
[E8 2009F9A18H  2009F9718E 2 0.20%7 (Note 1)
2019595188 (BzE1)
28/1/2010 28/1/2010-28/1/2020 US$0.20 216,620 - - 216,620 0.01%
2010617288 2010F1A28H% 0.20%7 (Note 2)
2020515288 (R&£2)
1/9/2010 1/9/2010-1/9/2020 US$0.20 300,000 - - 300,000 0.02%
2010F9A18  201059A1RZ 0.20%7 (Note 3)
2020F9A18 (B&E3)
Notes: Bt 5 -
1. The options were vested in three tranches in the proportion 1. ZEBRENAR A ZHX1/3 13Kk

of 1/3, 1/3 and 1/3 on 18/9/2010, 18/9/2011 and
18/9/2012, respectively. As at the end of the Year under

Review, all of these options had lapsed.

2. The options were vested in three tranches in the proportion 2.
of 1/3, 1/3 and 1/3 on 28/1/2011, 28/1/2012 and

28/1/2013, respectively.

B The options were vested in three tranches in the proportion 3.
of 1/3, 1/3 and 1/3 on 1/9/2011, 1/9/2012 and 1/9/2013,

respectively.

Long position in share options of the Company

17389 e 51 9 B 201059 5188 ~ 2011459
F188 %2012 9 18 A E B 1T # - R [@
BER FTAZSERED RS -
ZEBRENERAGS ZHA1/3 13K
1738 L1 9 B FA2011451 288 ~ 201241
F28H K%2013% 1528 HEBIT{EH# -
ZEBRENERAGY ZHA1/3 13K

1389 BI5 BIR20114E9818 ~ 201249 A
1HNM2013F9R 1B EBITERE -

NARFEREN TR

Number of share options

BRELR

Lapsed/ Approximate
Balance Exercised cancelled Balance  percentage
Name of Date of Exercised as at during during asat to the issued
Director grant Option period price 1/1/2019 the year the year  31/12/2019 share capital
1420195 15 ERBANR/ R0195128 HERARA
£33 RABH BRESRE k€ 1BMER EREAR d# JNBRER BB
Wu Weizhong 18/9/2009 18/9/2009-18/9/2019 US$0.20 1,500,000 - (1,500,000 - 0.00%

RAL 2009594186 2009597188 % 0.20%7T

2019597 18H

281172010 28/1/2010-28/1/2020 US$0.20 1,300,046 - - 1,300,046 0.08%

2010514288 2010514280 % 0.20%7

2020%1A28H
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Report of the Directors (Continued)

EEEHE (A

NEW SHARE OPTION SCHEME

The Company adopted the Share Option Scheme on 22
September 2014. Under the Share Option Scheme, the
Company granted 6,300,000 options to certain senior
management staff of the Company with an exercise price
of HK$1.25 per share on 10 November 2014 (the “2014
Options”), and granted 41,500,000 options to certain
individuals with an exercise price of HK$1.23 per share
on 15 January 2015 (the “2015 Options”), respectively.
Each option gives the holder the right to subscribe for one
ordinary share in the Company.

A summary of the principal terms of the Share Option
Scheme is set out in Appendix | of the circular of the
Company dated 4 September 2014. For further details of
the 2014 Options and the 2015 Options, please refer to
the announcements of the Company dated 10 November
2014 and 15 January 2015, respectively. These options
were neither lapsed nor exercised during the year ended
31 December 2019.

As at 31 December 2019, options to subscribe for an
aggregate of 20,200,000 shares of the Company were
outstanding under the New Share Option Scheme.

The remaining life of the Share Option Scheme is 4.5
years.

MANAGEMENT CONTRACT

No contracts concerning the management and
administration of the whole or any substantial part of the
business of the Company were entered into or in place
during the year ended 31 December 2019.

DIRECTOR’S RIGHTS TO ACQUIRE
SHARES OR DEBENTURES

Save as disclosed in this report, during the Year under
Review and up to the date of this annual report, neither
the Company nor any of its subsidiaries were party to
any arrangement which would enable the Directors to
acquire benefits by means of acquisition of shares in, or
debentures of, the Company or any other body corporate.
Save as disclosed in this report, none of the Directors or
any of their spouses or children under the age of 18 was
granted any right to subscribe for the shares or debentures
of the Company or any other corporate body or had
exercised any such right.

MEBRESE

RNATR2014F9 22 BN BE R RE &1 21 -

RIFEREE - XQR DB R20145F11
AIOBRAARGAETEREEAERT
6,300,0007 B A% HE (FT1EE AT R%1.2587T)
([2014F BERR#E ) X R2015F1 1581 F
=T 1E.A41,500,00010 B AE (1TIEEB AR
1.237%870) ([2015F BEBRE]) - FHERER
BYHEEARE—BRAQREREB ZHEF -

BRESEZCIERFIBMEHFENRARTRN
2014948 FIE @R 2 MEx— - 52014
FHERENR201GFHERECE—FFE B
2B AR HES A A2014F11 108 &
20151 A158 2 A% - I E2019F 12 A31
BIEFE  ZEBRETELRKEITE -

M2019F 128318  RIEFBEREEI AR
f8 & ££20,200,0008% 2" A R f& 10 2 B8 AR 4 14
RIELTIE -

BRE SRR FHRAEF -

EEEY
REZE2019F12831HIEFER » AR AW
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MEEBLEBHERERITHREL °
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EEEHE (A

TAX RELIEF AND EXEMPTION
The Directors are not aware of any tax relief and
exemption available to the Shareholders by reason of their

holding the Company’s securities.

DIRECTORS’ SERVICE CONTRACTS

The executive Directors, Mr. Ng Tit, Ms. Chin Yu and Mr.
Wu Weizhong have each entered into a service agreement
with the Company for a term of three years commencing
from their respective effective date of appointment, which
shall continue unless terminated by either the Company or
the Director giving at least three months’ written notice
to the other party. Each of the non-executive Director
and the independent non-executive Directors has entered
into an appointment letter with the Company for a term
of three years with effect from their respective effective
date of appointment, subject to termination in certain
circumstances as stipulated in the appointment letter. All
Directors are subject to the provisions of retirement by
rotation and re-election at the annual general meeting
in accordance with the articles of association of the
Company.

None of the Directors being proposed for re-election at
the forthcoming annual general meeting has an unexpired
service contract with the Group which is not determinable
by the Group within one year without payment of
compensation (other than statutory compensation).

DIRECTORS’ AND SENIOR OFFICERS’
LIABILITY INSURANCE AND INDEMNITY/
PERMITTED INDEMNITY PROVISION

The Company has arranged for appropriate liability
insurance to indemnify the Directors and senior officers for
their liabilities arising out of corporate activities. For the
year ended 31 December 2019, no claim has been made
against the Directors and senior officers.
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REMUNERATION POLICY

The Group’s remuneration policy is to compensate its
employees based on their performance, qualifications and

the Group’s operational results.

The emoluments of the Directors and senior management
are determined by the Remuneration Committee with
reference to the Group's operational results, their
individual performance and comparable prevailing market

conditions.

The Company was not aware of any arrangement under
which a Director has waived or agreed to waive any
emoluments. Details of the emoluments of the Directors
are set out in note 10 to the consolidated financial

statements.

COMPLIANCE OF THE NON-
COMPETITION UNDERTAKING

As disclosed in the Prospectus, Mr. Ng Tit, Ms. Chin Yu
and Golden Base Investment Limited (”“Golden Base”)
(collectively referred to as the “Substantial Shareholders”)
have entered into a non-competition undertaking
agreement dated 4 April 2011 in favor of the Company
(the “"Non-competition Undertaking”), pursuant to which
each of them has undertaken to the Company that he/
she/it will not, and will procure that his/her/its associates
(except any members of the Group) will not, during the
restricted period, directly or indirectly, either on his/her/
its own account or in conjunction with or on behalf of
any person, firm or company, carry on, participate or be
interested or engaged in or acquire or hold (in each case
whether as a shareholder, partner, agent or otherwise)
any business in PRC or elsewhere in the world which is or
may be in competition with our business, and any other
business which any member of the Group may undertake
from time to time after the listing of the Company’s

shares.
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As disclosed in the announcement of the Company dated
7 November 2019, Golden Base transferred 200,000,000
shares of the Company (representing approximately
10.5% of the total issued share capital of the Company
as at the date of the transfer) to Mr. leong Chong Mang
and upon completion of the transfer, Mr. Ng Tit, Ms.
Chin Yu and Golden Base and/or his/her/its respective
associates, individually or jointly, are entitled to exercise
or control the exercise of less than 30% of the voting
power at general meetings of the Company, accordingly,
each of them ceased to be a controlling shareholder (as
defined under the Listing Rules) of the Company and the
Non-competition Undertaking ceased to be applicable

since 7 November 2019.

Each of the Substantial Shareholders had confirmed his/
her/its compliance with the Non-competition Undertaking
during the period between 1 January 2019 and 7
November 2019.

The independent non-executive Directors have reviewed
the Substantial Shareholders’ compliance with the Non-
competition Undertaking. The independent non-executive
Directors confirmed, to the best of their knowledge, that
the Substantial Shareholders did not breach the terms of

the Non-competition Undertaking.

COMPETING BUSINESS

Save and except for their respective interests in the Group,
none of the Directors and controlling shareholders of the
Company and their respective associates (as defined under
the Listing Rules) had any interest in any business which,
directly or indirectly, competes or is likely to compete with
the Group’s business for the year ended 31 December
2019.
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DIRECTORS’" AND CHIEF EXECUTIVE’S
INTERESTS AND SHORT POSITIONS IN
SHARES, UNDERLYING SHARES AND
DEBENTURES OF THE COMPANY OR ITS
ASSOCIATED CORPORATIONS

As at 31 December 2019, the interests and short positions
of the Directors and chief executive of the Company in the
shares, underlying shares and debentures of the Company
or its associated corporations (within the meaning of Part
XV of the Securities and Futures Ordinance (Chapter 571
of the Laws of Hong Kong) (the “SFO")), as recorded in
the register required to be kept by the Company under
Section 352 of the SFO, or as otherwise notified to the
Company and the Stock Exchange under the Model Code
for Securities Transactions by Directors of Listed Issuers
(the “Model Code”) contained in Appendix 10 to the

Listing Rules, were as follows:

EERBETRAERARAR
HEBIARANKRG HBEROK
ESENERERKE

2019512 A31H - ARARIEZER&ESITH
ABRAQRKEBH AR (E&EREB LM
FESNEBEREF RAGKI ([FHRPEE])
EXVER) Bk - RN REFFT - HER
BESMAEEHEIS2HEREBHAARRT
FENECMOER AR @ SRE ETAR
RIS ArE K E BT AERERITESFR
SEREFAN(REFR D BERERAFK
BRFTE R m AR T

China NT Pharma Group Company Limited | Annual Report 2019



Report of the Directors (Continued)

EEEHE (A

Long Positions in the Ordinary Shares and

Underlying Shares of the Company

Number of shares of the Company

RAR B EBENMEERONER

Approximate

ARABRGEAE percentage of
Personal Family Corporate Other interest in the
Name of Director interests interests interests interests Company
(Note 4)
\ EYNGE T
EEpA 8 AR 22 Rk DNEERE Hi gz BHOHD L
(Ki7E4)
Ng Tit 500,000 4,000,000 402,892,000 - 21.39%
R (Note 1) (Note 1) (Note 2)
(Mt3E1) (M3E1) (M$5E2)
Chin Yu 4,500,000 - 402,892,000 - 21.39%
R (Note 1) (Note 2)
(MF&E1) (B 5E2)
Wu Weizhong 3,866,904 - - - 0.20%
RER (Note 3)
(B&E3)
Yu Tze Shan Hailson 150,000 - - - 0.01%
REFLWL
Notes: B &E -

(1

(4)

Save

Mr. Ng Tit and his spouse, Ms. Chin Yu jointly own 500,000
Shares. 4,000,000 share options were granted to Ms. Chin
Yu on 15 January 2015 under the Share Option Scheme.
Ms. Chin Yu is the spouse of Mr. Ng Tit.

An aggregate of 402,892,000 Shares are beneficially owned
by Golden Base Investment Limited (“Golden Base”). Mr.
Ng Tit and Ms. Chin Yu are the controlling shareholders of
Golden Base.

1,500,000 and 1,300,046 share options were granted to
Mr. Wu Weizhong on 18 September 2009 and 28 January
2010, respectively, under the Pre-IPO Share Option Scheme.

As at 31 December 2019, the total number of issued shares
of the Company are 1,904,635,472 Shares.

as disclosed above, as at 31 December 2019, none

of the Directors nor the chief executive of the Company

or th

eir associates (including their spouses and children

under 18 years of age) had any interests or short positions

in the shares, underlying shares or debentures of the

Company or its associated corporations, as recorded in the

regist

er required to be kept under Section 352 of the SFO

or required to be notified to the Company and the Stock

Exchange under the Model Code contained in Appendix

10 to

the Listing Rules.
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SUBSTANTIAL SHAREHOLDERS'’ FERRAKRQDTRGD RAEBRKR
INTERESTS AND SHORT POSITIONS IN HHREZRKA

SHARES AND UNDERLYING SHARES OF
THE COMPANY

As at 31 December 2019, the interests and short positions M2019F 128318 ARAIEEME (EF
of the substantial shareholders of the Company (other RARB&SITBABRIN RAQ R
than the Directors and chief executive of the Company) NEBERDTR  BFEBREESLBEKRASE
in the shares and underlying shares of the Company XVEB336IK R E BH AR ARIIFE M E LM
as recorded in the register required to be kept by the WEmEABWT
Company under Section 336 of Part XV of the SFO were as
follows:
Number of shares of the Company (long positions)
RRERHEE (H8) Approximate
Interests of percentage of
Beneficial controlled Family Other interest in
Name 4,/ 4% owner corporation interests interests  the Company
B (Note 6)
o g 18] | AR
ERRA HEER KR HthiEs GEERaE
(Kizt6)
Golden Base Golden Base 402,892,000 - - - 21.15%
Shanghai Jiao Da Onlly Co.,  BERARUMRH - 106,738,500 - - 5.60%
Ltd. (Note 1) BRAR (K1)
Annie Investment Co., Ltd. Annie Investment 220,279,000 - - - 11.57%
(Note 2) Co., Ltd. (Mf&2)
Shum Ning (Notes 2 & 3) TE (FE2k3) - 220,279,000 527,381,500 - 39.25%
leong Chong Mang (Note 4) 53R % (Ft#¥4) 527,381,500 - 220,279,000 - 39.25%
Haitong Securities Co., Ltd. /iﬁun%}ﬂxfﬁ - 124,062,500 - - 6.51%
(Note 5) BRAR (H5)
Haitong International /ia_lli%% EHEE - 124,062,500 - - 6.51%
Securities Group Limited ARAR (F35)
(Note 5)
Haitong International Holdings EL&"%E - 124,062,500 - - 6.51%
Limited (Note 5) BRAR (M3E5)
Haitong International Haitong - - - 124,062,500 6.51%
Financial Products International
(Singapore) Pte. Ltd. Financial Products
(Note 5) (Singapore) Pte.

Ltd. (B &E5)
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Notes:

(1) These Shares are held by Onlly International Investment
(HK) Limited, which is held as to 100% by Shanghai Jiao Da
Onlly Co., Ltd..

(2)  These Shares are held by Annie Investment Co., Ltd., which
is held as to 100% by Shum Ning.

(3)  Shum Ning is the spouse of leong Chong Mang. Under the
SFO, Shum Ning is deemed to be interested in all the Shares
in which leong Chong Mang is interested.

(4)  leong Chong Mang is the spouse of Shum Ning. Under the
SFO, leong Chong Mang is deemed to be interested in all
the Shares in which Shum Ning is interested.

(5)  Haitong International Financial Products (Singapore) Pte.
Ltd. is wholly-owned by Haitong International Securities
Group (Singapore) Pte. Ltd., which in turn is wholly-owned
by Haitong International (BVI) Limited, which in turn is
wholly owned by Haitong International Securities Group
Limited. Haitong International Holdings Limited holds
63.08% of the issued share capital of Haitong International
Securities Group Limited. Haitong International Holdings
Limited is wholly owned by Haitong Securities Co., Ltd..
Haitong International Financial Products (Singapore) Pte.
Ltd. held the Shares in the capacity of having a security
interest in shares.

(6) As at 31 December 2019, the total number of issued shares
of the Company are 1,904,635,472 Shares.

Save as disclosed above, as at 31 December 2019, the
Company had not been notified by any other parties (other
than the Directors and chief executive of the Company)
who had any interests or short positions in the shares
or underlying shares of the Company as recorded in the
register required to be kept by the Company under Section
336 of Part XV of the SFO.
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DIRECTORS’ INTERESTS IN
TRANSACTIONS, ARRANGEMENT OR
CONTRACTS OF SIGNIFICANCE

Save as disclosed above, no transaction, arrangement or
contract of significance in relation to the Group's business
(as defined in the Listing Rules) to which the Company or
any of, its subsidiaries, fellow subsidiaries was a party and
in which a Director of the Company or an entity connected
with a Director had a material interest, whether directly or
indirectly, subsisted at the end of the year or at any time

during the year ended 31 December 2019.

CONTRACT OF SIGNIFICANCE

Save as disclosed above, no contract of significance had
been entered into between the Company or any of its
subsidiaries, and a controlling shareholder of the Company
or any of its subsidiaries during the year ended 31
December 2019.

REDEEMABLE CONVERTIBLE PREFERENCE
SHARES (“CPS")

Pursuant to the placing agreement (the “Placing
Agreement”) dated 19 April 2017 entered into between
the Company and Shenwan Hongyuan Securities (H.K.)
Limited as the placing agent (the “Placing Agent”), the
Company agreed to issue and the Placing Agent agreed
to place, on a best effort basis, up to an aggregate of
325,000,000 CPSs to not less than six placees at a price
of HK$1.83 per CPS. Each of the CPSs is convertible into
one ordinary share of the Company. The issue price of
HK$1.83 per CPS represents a premium of approximately
6.40% to the closing price of HK$1.72 per share as
quoted on the Stock Exchange on the date of the Placing

Agreement.
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The Placing was completed on 13 June 2017. 294,659,500
CPSs have been issued under the specific mandate which
was granted to the Directors at the extraordinary general
meeting held on 5 June 2017, and successfully placed by
the Placing Agent to not less than six placees (who are
independent professional, institutional or other investors)
at the price of HK$1.83 per CPS pursuant to the terms
and conditions of the Placing Agreement. The aggregate

nominal value of the CPS is approximately US$23.57.

During the year ended 31 December 2019, no CPS was

converted into ordinary share of the Company.

The net proceeds from the issue of the Convertible
Preference Shares were fully used for general working
capital use, repayment of existing debts and business

development of the Group.

PURCHASE, SALE OR REDEMPTION OF
LISTED SECURITIES

Neither the Company nor any of its subsidiaries purchased,
sold or redeemed any of the listed securities of the

Company during the year ended 31 December 2019.

PRE-EMPTIVE RIGHTS

There is no provision for pre-emptive rights under the
Company’s articles of association which would oblige the
Company to offer new shares on a pro-rata basis to the

existing shareholders.

CONTINUING CONNECTED
TRANSACTIONS

The related party transactions as disclosed in note 38 to
the consolidated financial statements also constituted
continuing connected transactions under the Listing Rules
but are exempted from the reporting, annual review,
announcement and independent shareholders’ approval
requirements pursuant to the Listing Rules. The Company
has complied with the disclosure requirements of the
Listing Rules in respect of such continuing connected

transactions.
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EQUITY-LINKED AGREEMENTS

Save as otherwise disclosed in this annual report, no
equity-linked agreements that will or may result in the
Company issuing shares or that require the Company
to enter into any agreements that will or may result in
the Company issuing shares were entered into by the

Company.

PERMITTED INDEMNITY PROVISION

A permitted indemnity provision for the benefit of the
Directors is currently in force and was in force throughout
the Year under Review. The Company has taken out and
maintained appropriate insurance cover in respect of

potential legal actions against its Directors and officers.

SUFFICIENCY OF PUBLIC FLOAT

Based on the information that is publicly available to the
Company and to the best knowledge of the Board, the
Company has maintained sufficient public float as required
under the Listing Rules as at the date of this report.

CHARITABLE DONATIONS

During the Year under Review, the Group did not make
any donations (2018: Nil).

NON-ADJUSTING EVENTS AFTER THE
REPORTING PERIOD

Subsequent events occurred after the end of the reporting
period are set out in note 40 to the consolidated financial

statements.

COMPLIANCE WITH THE MODEL CODE
FOR SECURITIES TRANSACTIONS BY
DIRECTORS OF LISTED ISSUERS

The Company has adopted the Model Code contained
in Appendix 10 to the Listing Rules as its own code of
conduct regarding Directors’ securities transactions. After
making specific enquiries, all Directors have confirmed that
they have complied with the standards as stipulated in
the Model Code throughout the year ended 31 December
2019.
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CONFIRMATION OF INDEPENDENCE
FROM INDEPENDENT NON-EXECUTIVE
DIRECTORS

The Company has received an annual written confirmation
of independence pursuant to Rule 3.13 of the Listing Rules
from each of the independent non-executive Directors.
The Company considers that each of the independent

non-executive Directors to be independent.

AUDITORS
Crowe (HK) CPA Limited acted as auditor of the Company
and audited the Group’s consolidated financial statements

for the financial year ended 31 December 2019.

The appointment of Crowe (HK) CPA Limited will expire
at the conclusion of the forthcoming annual general
meeting of the Company and, being eligible, has offered
themselves for re-appointment. A resolution for the
re-appointment of Crowe (HK) CPA Limited as auditor of
the Company is to be proposed at the forthcoming annual

general meeting.

On behalf of the Board

Ng Tit

Chairman

Hong Kong, 14 April 2020
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Board of Directors and Board Committees

EEEhEFEES

BOARD OF DIRECTORS BEEg
Executive Directors Mr. NG Tit (Chairman and Chief Executive Officer)
HITEE REFELE (TERITEAEE)

Ms. CHIN Yu

BRI

Mr. WU Weizhong

Mr. WANG Fei (resigned on 29 November 2019)
ETRE A (R2019F11H29H BFT)

Non-executive Directors Dr. QIAN Wei

FHITEE BMEE L
Ms. LOU lJianying (resigned on 29 November 2019)
EREBLL (R2019F11H29A B F)

Independent Non-executive Directors Mr. Patrick SUN (resigned on 31 December 2019)
BUIHTEE FREELLE (R2019412 8318 8 1F)

Mr. YU Tze Shan Hailson

REFEIL AL

Dr. YAN Hong (resigned on 20 March 2020)
BRSME L (R2020F3 F20H B E)

Dr. ZHAO Yubiao (appointed on 31 December 2019)
MEREL (R2019F 12731 H#EZ ()

Mr. PAN Fei (appointed on 20 March 2020)
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Board of Directors and Board Committees (Continued)
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BOARD COMMITTEES EEXZE®
Audit Committee Mr. PAN Fei (Chairman) (appointed on 20 March 2020)
BERZEE SBREAE (FE) (R2020F3H20H EZ (1)

Mr. Patrick SUN (Chairman) (resigned on 31 December 2019)
EERERE(FE)(R2019F12H31H G E)

Mr. YU Tze Shan Hailson

R AE

Dr. YAN Hong (resigned on 20 March 2020)

BRSME L (R2020F3 F20H B )

Dr. ZHAO Yubiao (appointed on 20 March 2020)

M E RIS T (R2020F3 205 #ZF)

Remuneration Committee Mr. YU Tze Shan Hailson (Chairman)
FWZE S 2 RIS E (FE)

Mr. Patrick SUN (resigned on 31 December 2019)
FERERE (R2019F 128315 E)

Mr. NG Tit

Dr. ZHAO Yubiao (appointed on 31 December 2019)
HERIE LT (R2019F 1231 HEZF)

Nomination Committee Mr. NG Tit (Chairman)

WEEEE REEE(FE)
Mr. Patrick SUN (resigned on 31 December 2019)
FERERE (R2019F 12831 H FFE)
Mr. YU Tze Shan Hailson
REELEE
Dr. ZHAO Yubiao (appointed on 31 December 2019)
MEREL (R2019F 12531 H#EZ ()
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Corporate Information
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COMPANY SECRETARY
Ms. Lai Siu Kuen

AUDITOR
Crowe (HK) CPA Limited

Certified Public Accountants
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LAWS

King & Wood Mallesons

PRINCIPAL PLACE OF BUSINESS IN
HONG KONG

28th Floor, The Wellington

198 Wellington Street

Sheung Wan, Hong Kong

PRINCIPAL PLACE OF BUSINESS AND
HEADQUARTERS IN CHINA

11/F, Building S2, Bund Finance Centre

600 Zhongshan Dong Er Road, Huangpu District,
Shanghai, PRC

REGISTERED OFFICE
Cricket Square, Hutchins Drive
PO Box 2681

Grand Cayman, KY1-1111

Cayman Islands

HONG KONG SHARE REGISTRAR AND
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Corporate Information (Continued)

“NEEH (E)

CAYMAN ISLANDS PRINCIPAL SHARE

REGISTRAR AND TRANSFER OFFICE
Conyers Trust Company (Cayman) Limited

Cricket Square, Hutchins Drive

PO Box 2681

Grand Cayman, KY1-1111

Cayman Islands

PRINCIPAL BANKERS
Bank of China (Hong Kong) Limited

China Construction Bank (Asia) Co., Limited
China Merchants Bank Co., Limited
Shanghai Pudong Development Bank Co., Limited

INVESTOR RELATIONS
Tel: (852) 2808 1606
Fax: (852) 2508 9459

Email: ir@ntpharma.com

COMPANY'S WEBSITE

http://www.ntpharma.com

STOCK CODE
1011

FERERNVEFEITHRE
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Independent Auditor’s Report

18 3 17 BUAD R
A\ Crowe

INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF
CHINA NT PHARMA GROUP COMPANY LIMITED
(Incorporated in the Cayman Islands with limited liability)

OPINION

We have audited the consolidated financial statements
of China NT Pharma Group Company Limited (the
“Company”) and its subsidiaries (the “Group”) set out
on pages 161 to 384, which comprise the consolidated
statement of financial position as at 31 December
2019, and the consolidated statement of profit or loss,
the consolidated statement of profit or loss and other
comprehensive income, the consolidated statement of
changes in equity and the consolidated statement of
cash flows for the year then ended, and notes to the
consolidated financial statements, including a summary of

significant accounting policies.

In our opinion, the consolidated financial statements
give a true and fair view of the consolidated financial
position of the Group as at 31 December 2019 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.

BEEEE () SHMEBEMBRAT
Crowe (HK) CPA Limited

HiE RS 1SEET7HR SEH g
9/F Leighton Centre,

77 Leighton Road,

Causeway Bay, Hong Kong
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(RESHEZMA A FRLA)

2R
BMEFEZINEENRFE161HEE384HF &
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BERME) -
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R ([BEGHAMAE]) BHHO(EBIB
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mEBReRE  WEERBEB(RAIEMD) B
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Independent Auditor’s Report (Continued)

B ZBETHRE (58)

BASIS OF OPINION

We conducted our audit in accordance with Hong Kong
Standards on Auditing (“HKSA") 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

opinion.

MATERIAL UNCERTAINTY RELATED TO
GOING CONCERN

During the year ended 31 December 2019, the Group
incurred a loss attributable to equity shareholders of the
Company of RMB587,590,000 and, as at 31 December
2019, the Group’s current liabilities exceeded its current
assets by RMB1,316,173,000. The Group has been
considering various measures to improve its liquidity
position. These conditions, along with other matters as set
forth in note 2(b) to the consolidated financial statements,
indicate the existence of a material uncertainty which may
cast significant doubt on the Group’s ability to continue
as a going concern. Our opinion is not modified in this

respect.

KEY AUDIT MATTERS

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

these matters.
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Independent Auditor’s Report (Continued)
B A RS ()

KEY AUDIT MATTERS (CONTINUED)

The Key Audit Matter

How the matter was addressed in our audit

(a)

China NT Pharma Group Company Limited |

Recoverability of intangible assets

(refer to notes 2(m)(ii), 3(a), (c) and (d), 16(a)

and (e) to consolidated financial statements)

At 31
significant amount of intangible assets

December 2019, the Group has a

of approximately RMB1,148.5 million
(2018: approximately RMB1,271.2 million),
representing approximately 63.87% (2018:
57.08%) of the Group’s total assets, including
approximately RMB983.5 million (2018:
RMB1,247.8 million) relating to exclusive
intellectual property rights, marketing
and distribution rights associated with
the trademarks and brand names for the
commercialisation of Miacalcic branded
injectable and nasal spray drug products
which are used for treatment of bone pains
caused by osteolysis and lower bone mass,
osteoporosis, Paget's disease, hypercalcemia
and reflex sympathetic dystrophy syndrome
("Miacalcic Injection and Miacalcic Nasal
Spray”), for an indefinite period of time
in Mainland China and other designated
countries as further detailed in note 16(a) to
the consolidated financial statements.

Our audit procedures in this area included:

competence and objectivity;

indicators for impairment of intangible assets.
These included reviewing the future business
plans and forecast performance, reviewing
management meeting minutes, reviewing
governmental policies and approvals for the
relevant pharmaceutical products in relevant
countries in particular in Mainland China
where the intangible assets are principally
allocated to the identified CGUs, and enquiring
management as to whether they are aware of

any indicators of impairment;

- Checking that valuation methodology used
and allocation of cash flows between cash

generating units is consistent year on year;

Annual Report 2019
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Independent Auditor’s Report (Continued)
B AR ()

KEY AUDIT MATTERS (CONTINUED)

The Key Audit Matter

How the matter was addressed in our audit

(a)

Recoverability of intangible assets
(Continued)

Management of the Group considered that
each of Miacalcic Injection and Miacalcic Nasal
Spray has an indefinite useful life as disclosed
in note 3(d) to the consolidated financial
statements, and is not amortised but is tested

annually for impairment.

An impairment loss of approximately
RMB287,107,000 on Miacalcic Injection and
Miacalcic Nasal Spray was recognised in the
profit or loss for the year ended 31 December
2019.

B KRB EEE |

Evaluating the cash flows projections in
the valuation models to detailed forecasts

prepared by management;

Assessing the appropriateness and
reasonableness of the key assumptions,
primarily estimated future economic useful
lives, revenue, margin on sales and growth
rates used in light of historic growth rates;
evaluating that long-term growth rates in the
models do not exceed industry published data
by reference to published growth rates of

comparable companies;

Challenging the judgements of management
on the key assumptions used including margin
on sales, discount rates and growth rates
(including those used in the terminal value

calculations); and

Evaluating management’s sensitivity analysis
and performing our own sensitivity analysis on

the key assumptions used.
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Independent Auditor’s Report (Continued)
B A RS ()

KEY AUDIT MATTERS (CONTINUED)

The Key Audit Matter

How the matter was addressed in our audit

(a)

China NT Pharma Group Company Limited |

Recoverability of intangible assets
(Continued)

There is a risk for the recoverability of each
of the Group’'s identified cash generating
units (“CGUs"”) to which the relevant
intangible assets are allocated, that may
result in impairment to the carrying value of
those assets of the CGUs. This could be due
to weaker than forecast demand, product
obsolescence, changes in governmental

regulations or other factors.

As disclosed in note 16(e) to the consolidated
financial statements, the assessment of
recoverable amounts of the CGUs, to which
these acquired intangible assets are allocated,
is determined on the basis of value-in-
use calculations conducted by independent
professional valuers with experiences in valuing
similar assets. Due to the inherent uncertainty
and complexity, significant judgements and
estimates involved in forecasting future cash
flows, based on the assumptions which
reflect management’s view of future business
prospects, estimating the economic useful
lives, and in determining appropriate discount
rates, which are the basis of the assessment of
recoverability, this is the key judgmental area

that our audit is concentrated on.

The Group’s policy on impairment of intangible
assets and the uncertainties on the accounting
estimates and judgments are disclosed in
the notes 2(m)(ii), 3(a), (c) and (d) to the

consolidated financial statements, respectively.

We also assessed whether the Group’s disclosures in
respect of the impairment review and the sensitivity
of the outcome of the impairment review to
changes in the key assumptions reflected the risks

inherent in the valuation.
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Independent Auditor’s Report (Continued)
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Independent Auditor’s Report (Continued)
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Independent Auditor’s Report (Continued)
B A RS ()

KEY AUDIT MATTERS (CONTINUED)

The Key Audit Matter

How the matter was addressed in our audit

(b)

China NT Pharma Group Company Limited |

Recoverability of trade receivables

(refer to notes 2(m)(i), 3(f), 22 and 36(a) to the

consolidated financial statements)

At 31 December 2019, the carrying amount of
trade and bills receivables was approximately
RMB63.6 million (2018: RMB242.4 million) (net
of provision for impairment of approximately
RMB620.4 million (2018: RMB486.0 million))
without collateral as security for settlements.

The Group had credit concentration risk as
73% (2018: 29%) and 94% (2018: 73%)
of the total trade receivables due from the
Group’s largest customer and top five largest

customers, respectively.

Determining impairment provisions against the
trade and bills receivable is a judgmental area
which involves significant judgmental estimates
by management of the probability of default
by the customers whose abilities to settle their

trade debts may deteriorate after the year end.

We assessed the adequacy of provision for
impairment and reasonableness of the assumptions
used by management in making provision for
impairment against trade and bills receivables. This
included an assessment of:

the Group’s internal control on debt recovery

and actions taken to collect the overdue debts;

past settlement history of the customers and
cash received after year end and up to the
audit opinion date, on a sample basis, of
customer debts;

ageing analysis for trade and bills receivables by
customers and update on the creditworthiness
of the customers and other forward looking

information such as economic conditions; and

any disputes with customers by comparing,
on a sample basis, the discrepancies to
the debtor confirmations directly obtained
from the customers, including review of
correspondences with the customers and
making enquiries of the Group's external
solicitors.

We also assessed the disclosure on the provision
for trade and bill receivables in the consolidated

financial statements.
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Independent Auditor’s Report (Continued)

B 2R E ()
KEY AUDIT MATTERS (CONTINUED)

The Key Audit Matter

How the matter was addressed in our audit

China NT Pharma Group Company Limited |

(¢) Fair value of financial liabilities at fair

value through profit or loss

(refer to notes 3(i), 29 and 35 to the
consolidated financial statements)

At 31 December 2019, included in the Group’s
financial liabilities at fair value through profit
or loss, as disclosed in notes 29 and 35 were
the Company’s obligations under the Put
Option to redeem redeemable convertible
preference shares (“CPSs”) and/or to pay
dividends to the holders of CPSs with a fair
value of approximately RMB432.1 million,
which was determined by the management
of the Group by reference to a valuation
performed by an independent professional
qualified valuer. The financial liabilities of
the CPSs were recognised and measured at
fair value through profit or loss, which was
determined by an independent valuer using
the Discounting Cash Flow approach and
Binomial Pricing Model which involves various
assumptions and estimates for the parameters
as disclosed in note 35 to the consolidated

financial statements.

The valuation methodology requires
significant judgements and estimates made by

management of the Group.

We evaluated the independence, competence, and
objectivity of the external valuer.

We discussed with the external valuer and
management to evaluate the rationale and the

appropriateness of valuation methodology used.

We reviewed the valuation report issued by the
external valuer and checked the accuracy of the
calculations on the valuation worksheets.

We checked the accuracy of the calculation for the
change in the financial liabilities of the redeemable
convertible preference shares, of which, fair value
loss on financial liabilities was charged to profit or
loss while fair value gain on financial liabilities due
to increase in own credit risk was credited to the
other comprehensive income.

We challenged the appropriateness of the key
assumptions and data applied in the valuation.
We also assessed the disclosures made in the

consolidated financial statements.
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Independent Auditor’s Report (Continued)

B ZBETHRE ()

INFORMATION OTHER THAN

THE CONSOLIDATED FINANCIAL
STATEMENTS AND AUDITOR’S REPORT
THEREON

The directors are responsible for the other information.
The other information comprises all the information
included in the annual report, other than the consolidated

financial statements and our auditor’s report thereon.

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

form of assurance conclusion thereon.

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

report in this regard.
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Independent Auditor’s Report (Continued)

B ZBETHRE (58)

RESPONSIBILITIES OF THE DIRECTORS
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.

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

AUDITOR’S RESPONSIBILITY 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. This report is made solely to you, as a body, and
for no other purpose. We do not assume responsibility
towards or accept liability to any other person for the
contents of this report.

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

AUDITOR’S RESPONSIBILITY FOR

THE AUDIT OF THE CONSOLIDATED
FINANCIAL STATEMENTS (CONTINUED)
As part of an audit in accordance with HKSAs, we
exercise professional judgement and maintain professional

skepticism throughout the audit. We also:

o 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.

o 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.

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

and related disclosures made by the directors.
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Independent Auditor’s Report (Continued)

B ZBETHRE (58)

AUDITOR'S RESPONSIBILITY FOR
THE AUDIT OF THE CONSOLIDATED
FINANCIAL STATEMENTS (CONTINUED)

o Conclude 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.

o 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.

o 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.

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

during our audit.
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Independent Auditor’s Report (Continued)

B BE RS ()

AUDITOR'S RESPONSIBILITY FOR
THE AUDIT OF THE CONSOLIDATED
FINANCIAL STATEMENTS (CONTINUED)

We also provide the Audit Committee with a statement
that we have complied with relevant ethical requirements
regarding independence and communicate with them
all relationships and other matters that may reasonably
be thought to bear on our independence and, where

applicable, related safeguards.

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

communication.

Crowe (HK) CPA Limited
Certified Public Accountants
Hong Kong, 14 April 2020

Liu Mok Lan, Cliny
Practising Certificate Number P0O7270
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Consolidated Statement of Profit or Loss

meBmik

For the year ended 31 December 2019 (Expressed in Renminbi) £ F20194F 12431 H 1L F/&E (A REZIR)

2019 2018
Note RMB’000 RMB’000
B 7 AR%T ARBET T
Continuing operations BEREXRY
Revenue Uk 2% 4 365,969 571,521
Cost of sales 5 AR (105,086) (149,519)
Gross profit EF 260,883 422,002
Other revenue and other income  H b I &5 & E g A 5 6,629 5,840
Other net loss ,HJ’@)EET% R (4,275) (4,647)
Share of loss of an associate SE— B E N E 2 EE 19 (27) (1,974)
Impairment loss of an —IEEEEERBEEEE
intangible asset 16(e) (287,107) (77,682)
Impairment loss of property, W BB RERERESE
plant and equipment 15(c) (10,980) -
Impairment loss of trade B NI R EEEFE
receivables, net 22(b) (134,337) (162,618)
(Impairment loss)/reversal of H el s CriiEEsE)
impairment loss of other VA= SRR A YEIbE
receivables, net 22(c) (23,187) 5,519
Fair value change on financial BARBEINAERZERM
liabilities at fair value through BEZALEEZH
profit or loss 30 & 35 (29,853) (304,907)
Selling and distribution expenses HE RO HERY (93,023) (183,483)
Administrative expenses TR X (163,820) (178,994)
Finance costs & AR 7(a) (104,375) (81,055)
Loss before taxation BREi AT E 1B 7 (583,472) (561,999)
Income tax expense i8R X2 8(a) (9,730) (39,860)
Loss for the year from FARBEFESEEKN
continuing operations Eia (593,202) (601,859)
Loss for the year from FARBCHRILBEELN
discontinued operation BB 9 - (361,903)
Loss for the year FAEE (593,202) (963,762)
hOE R OE B O | FEHEF2019
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Consolidated Statement of Profit or Loss (Continued)
meEEmk (8)
For the year ended 31 December 2019 (Expressed in Renminbi) ZLE20194 1231 H 1L F/& (U REZIR)

2019 2018
Note RMB’000 RMB’000
Pt & AR®T R ARBTT

Attributable to: DHIBR
Equity shareholders of ZAYNCIE: i (587,590) (957,666)
the Company
Non-controlling interests FE 12 AR A 2 (5,612) (6,096)
Loss for the year FRER (593,202) (963,762)
Loss attributable to equity IR A R AR CER B A 2R
shareholders of the Company BULTEENEE :
arises from:
Continuing operations SEIREETE (587,590) (595,763)
Discontinued operation ERIEREET - (361,903)
(587,590) (957,666)
Loss per share sRER 13
From continuing and REFEAREERR
discontinued operations ERIEREEK
Basic H K (33.31) cents  (61.16) cents?
Diluted g (33.31) cents?  (61.16) cents?y
From continuing operations REFEKSEEK
Basic HAR (33.31)cents  (38.05)cents?
Diluted g (33.31)cents%  (38.05)cents?>
The notes on pages 170 to 384 form part of these 1708 2384 B AT 7 # 5K 1t 55 B 75 e = 19

financial statements. —ED e
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Consolidated Statement of Profit or Loss and Other Comprehensive Income

GERRERAMEZERER

For the year ended 31 December 2019 (Expressed in Renminbi) ZtZ2019412 531 A 1L F/E (XA REZR)

2019 2018
RMB’000 RMB’000
ARBT ARETF T
Loss for the year FREE (593,202) (963,762)
Item that will not be reclassified K TEEF S E B A
to profit or loss: EH :
Fair value gain on financial liabilities through %I| A Efth 2 mE Uk s 2
other comprehensive income (note 32) cMBEZAREBERZE
(M17E32) - 24,821
Item that will be reclassified to profit or loss: [E## AJGEE #5415 =
Bma)EE -
Exchange differences on translation of HEE A RSB RS
financial statements of entities outside EENUBHRRBE
the People’s Republic of China FTEAMERZ5 369 38,397
Total comprehensive loss for the year FREEEBEARH (592,833) (900,544)
Attributable to: DRIBR :
Equity shareholders of the Company ZIN/NET Ry (587,221) (894,448)
Non-controlling interests IEE I (5,612) (6,096)
(592,833) (900,544)
Total comprehensive loss for the year EARERRREN
attributable to equity shareholders of REUTEENER
the Company arises from: THEBEE:
Continuing operations BB R (587,221) (532,545)
Discontinued operation BRI E T - (361,903)
(587,221) (894,448)

F1708 £384E MM B ENHERERN

financial statements. — 2o

The notes on pages 170 to 384 form part of these
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Consolidated Statement of Financial Position

e B R O AR

At 31 December 2019 (Expressed in Renminbi) K2019F 12531 H (KUAREST)

2019 2018
Note RMB’000 RMB’000
B 7 AR%T ARBET T
Non-current assets ERBEE
Fixed assets BT & E
— Property, plant and equipment — W WE NERE 15 265,412 290,240
— Interests in leasehold land held — #H{EEARAZEE b
for own use ey 15 40,003 40,994
305,415 331,234
Intangible assets WA E 16 1,148,477 1,271,169
Goodwill [EES 17 = -
Interest in an associate, net R—EBE AR 2 EZFE 19 16,891 16,918
Prepayment for acquisition of WE—BEVEEY
an intangible asset B FE 22 17,576 17,191
Financial asset at fair value BAREINAERZ
through profit or loss EMEE 20 571 559
1,488,930 1,637,071
Current assets RBEE
Inventories T7E 21 34,461 44,962
Trade and other receivables 5 & H b W ERIA 22 161,895 419,336
Pledged bank deposits BHEMIRITER 23 40,000 38,000
Time deposits EHF R 24(a) 44,790 -
Cash and cash equivalents HeRIBLEEY 24(b) 28,198 87,793
309,344 590,091
Current liabilities RBasE
Contract liabilities EHBE 25 16,022 12,871
Trade and other payables B NEHMENSIE 26 183,583 298,533
Bank and other borrowings RITRHEMEE 27 957,748 1,007,000
Lease liabilities HEARE 28 1,866 -
Financial liabilities at fair value BARBEIAER S
through profit or loss TRAaE 29 445,219 10,024
Current taxation N ARG 18 31(a) 21,079 12,557
e 1625517 1,340,985
_Net current liabilites ~~~~ #®B&\®®H = (1,316,173)  (750,894)
Total assets HWEE 1,798,274 2,227,162

China NT Pharma Group Company Limited |
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Consolidated Statement of Financial Position (Continued)
AR R R (F)

At 31 December 2019 (Expressed in Renminbi) }R20194 12831 H (MUA REZT)

2019 2018
Note RMB’000 RMB’000
B & ARE T ARET T
Total assets less current HEERRBARS
liabilities 172,757 886,177
Non-current liabilities kARBAE
Bank and other borrowings MITRAMEE 27 64,706 3,550
Lease liabilities HEBE 28 3,286 -
Financial liabilities at fair value BARBEINAEZZ
through profit or loss SHMEE 29 2,842 391,058
,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, 70,834 394,608
NET ASSETS EEFE 101,923 491,569
CAPITAL AND RESERVES BARREE 34
Share capital [N 1 1
Reserves & 105,257 489,291
Total equity attributable to KATEZRR
equity shareholders of iR
the Company 105,258 489,292
Non-controlling interests R ER 18(ii) (3,335) 2,277
TOTAL EQUITY ESEE 101,923 491,569

Approved and authorised for issue by the board of

directors on 14 April 2020 and signed on its behalf by:

KEEZ2R2020F4 8148 #E F MR RE#

fio - WA PIIATHRERE

Ng Tit Chin Yu
R BR

Chairman and Chief Executive Officer Director
FERITEARE BFE

The notes on pages 170 to 384 form part of these FE170E £384B MM s B L S SRR

financial statements. —&hm o
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Consolidated Statement of Changes in Equity
GARERBEE

For the year ended 31 December 2019 (Expressed in Renminbi) EZ2019F 12431 H 1FF/E (UARKEZT)

Attributable to equity shareholders of the Company
AAARERREL

Conversion
option of
redeemable
convertible Non-
Share  preference Share  Exchange  Statutory Merger Other Capital Accumulated controlling Total
capital share  premium reserve reserve reserve reserve reserve losses Total interests equity
ARETE
REERZ
kA& BRE  RAEE EXRE  iREE  A0EE  HEBE  EABE BB i FEREE  BEEE
RMB'000 RMB‘000 RMB‘000 RMB000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB‘000 RMB‘000
ARETT ARETT ARETT ARETn ARETn ARETn ARETn ARETr ARETn ARETR ARETR ARETR
(Note 34(c) ~ (Note35)  (Note34  (Note34  (Note34  (Note3d  (Note3d  (Note3d
(d) (a)i) (i) (d)v) (d)v) (d)i)
(hizt (W (e (i
(W) (Wa3s) (W) (Hasa) — 340)i)) 34 () 34a))

As at 1 January 2018 H018E1R18 T R9TE 1488153 18,156 88,206 8256 338,509 10772 (861387 1420380 8313 1428753
Changes in equity for 2018: 20185 E%RH :
Loss for the year FREE - - - - = - - - (957666)  (957,666) (6,09)  (963,762)

Other comprehensive income £ 2EH %
Fair value change on BARENENSHEE

financial liabilites at fair Iﬁ%‘éqﬁf‘?ﬂﬁ

value due to increase in gt &)

own credit risk - - - - - - - - 2.8 2.8 - 2181
Eichange differenceson~ #ESEENEEH

translation of financial HBRRAEED

statements of entites EiZE
outside the PRC - - - 38397 - - - - - 38397 - 38397
Totel comprehensive loss ~ 2EFELE - - - 38,397 - - - (9388 (894448) (6,0%) (900,544)
Dividend paid Btk - - - - - - 6709 - - (%6709 - (6709
Fquitysettled share-based — EXEETHHEHAER
transactions ] - - - - - - 8,260 - 8,60 - 8,260
Shares purchase for share I G 2B EEARR
award scheme (note 32(d)  (FE32(0) - - - - - - - (8,787) - (8,787) - (8,787)
Issue of new sharesupon ~ RERABREERAES
conversion of comvertble 3T (H3135)
preference shares (note 35) (53,583) 74179 - - - - - - 20,5% - 20,59
As at 31 December 2018 2018512318 K
and 1 January 2019 1951818 1 276,131 1,562,332 56,553 88,206 8,256 281,800 10,245 (1,794,232 489,292 2211 491,569
Changes in equity for 2019; 20195 E%EE :
Loss for the year FREE - - - - - - - - (587,590)  (587,590) (5.612)  (593,202)
Other comprehensive income  Efb 2Bl
Eichange differenceson  EERERNEED
translation of financial HBREMEEN
statements of entities EfZE
outside the PRC - - - 369 - - - - - 369 - 369
Total comprehensive loss 2 EEELE - - - 369 - - - - (587590)  (587,221) (5612)  (592.833)
Lapse of share options ?%PMEN& - - - - - - - (1,91 1911 - - -
Equitysettled share-based  [EREET RN AER
transactions (note 7(b)) A (3 7(b)) - - - - - - - 7462 - 7462 - 7462
Shares purchased for share T £E5 2B ARG
award scheme (note 32(d)  (K&32(d) - - - - - - - (1,046) - (1,046) - (1,046)
lssue of new sharesupon ~ RERAAREZMEST
conversion of convertible 1% (Bt2£30)
bonds (note 30) - - 196,771 - - - - - - 196,771 196,771
Asat 31 December 2019 R2019%12A31R 1 276131 1,759,103 56,922 88,206 8,256 281,800 14,750  (2,379911) 105,258 (3,335) 101,923
The notes on pages 170 to 384 form part of these 1708 £384 E KM 53 #8 A It 55 B 75 e 3k /9

financial statements. —ED e
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Consolidated Statement of Cash Flows

Iﬁrﬁl)lbg%‘%

n‘/T\
For the year ended 31 December 2019 (Expressed in Renminbi) ZLE20194 12318 1L F/E (U REZIR)
2019 2018
Note RMB’000 RMB’'000
Bt 5 AR¥®TR ARETT
Operating activities REFEH
Loss before taxation BrTiATE R
— From continuing operations —REFEREER (583,472) (561,999)
- From discontinued operation —REBKRIERBEER - (361,903)
(583,472) (923,902)
Adjustments for: KRB IBFE
Depreciation of property, ME - BEMEBETE
plant and equipment 7(c) 22,521 23,028
Depreciation of right-of-use assets  {FREEETE 7(c) 939 -
Amortisation of lease prepayments 78 & & {v 7% 18 # 7(c) 991 991
Amortisation of intangible assets B 7(c) 6,680 11,628
Write-down of inventories 75 MU 21(b) 2,361 16,120
Impairment loss of property, W - WEREERE
plant and equipment B 15 10,980 -
Impairment loss of trade Z 5 W R IE R E B R
receivables 22(b) 134,337 433,881
Impairment loss of other H b R IR FOERE & 18
receivables 22(c) 23,187 85,121
Impairment loss of an —IEEEEERERRE
intangible asset 16(e) 287,107 77,682
Finance costs [FE=FN 7(a) 104,375 81,055
Interest income B U A 5 (1,884) (2,102)
Net loss on disposal of property, HEDE - BE &K&XE
plant and equipment 51855 6 635 299
Equity-settled share-based LARE = 5 B A LARR 19
payment expenses SENEE A 7(b) 7,462 8,260
Share of loss of an associate S —HEEA _JZEEE?E 19 27 1,974
Fair value loss on financial ?;?’AATEE\J)\?E! Al
liabilities at fair value through BEsARBEEE
profit or loss 30 & 35 29,853 304,907
Changes in working capital: LEESEE
Decrease in inventories FEm D 8,140 4,231
Decrease/(increase) in trade é’ &Eﬁﬂfﬁﬂﬂl
and other receivables w A, (1) 2,749 (126,546)
Decrease in trade and other &ﬁﬂﬂféﬁ KIE LA 2
payables and contract liabilities EHaERd (8,015) (116,398)
Cash generated from/(used in) mcEmE/ (A BE:
from operations 48,973 (119,771)
Tax paid BRI
- PRC Income Tax paid —BEfFRBRER (1,208) (4,432)
Net cash generated from/(used in) £&;EE B, (FFA)BE
operating activities FE 47,765 (124,203)
FOE R OE B O | # @ &EF2019
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Consolidated Statement of Cash Flows (Continued)
mEelRERER (8)

For the year ended 31 December 2019 (Expressed in Renminbi) ZLE20194 1231 H 1L F/& (U REZIR)

2019 2018
Note RMB’000 RMB'000
Bt & AR¥T T ARETT
Investing activities REED
Payment for consideration balance — FBF [E 7t W BE — R B
in relation to the acquisition of RNElZ RELHATNRIE
a subsidiary in prior year (4,772) (2,000)
Payment for purchase of property, B EWE W&z LR ER
plant and equipment IR (36,034) (11,929)
Payment for purchase of intangible & B £ i/ & & Fr < 5008
assets — Miacalcic Nasal Spray —BESEEAK
and Miacalcic injection HESIT5E - (210,940)
Payment for purchase of an BE-HEFEEMNNKIE
intangible asset — Teriparatide — SR AR - (17,191)
Payment for purchase of intangible B & £ & & P4 ZUA
assets — others —Hith (51,167) (826)
Proceeds from disposal of property, HEWE MERZHGS
plant and equipment IR 4 371
Deposit received for proposed M HE —ERERAF K
disposal of a subsidiary N e 26(a) - 70,000
Refund of deposit for proposed REGHEE —BHNEAA
disposal of a subsidiary FTYCEE & 26(a) (70,000) -
Interest received B B 1,884 2,102
Placement of pledged bank deposits fFit 2 EIFEITER 23 (40,000) (38,000)
Release of pledged bank deposits R HIRITER 23 38,000 65,170
Placement of time deposits 7 HE B3 17 5% (44,790) -
Net cash used in investing REZHFMARESZE
activities (206,875) (143,243)
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Consolidated Statement of Cash Flows (Continued)

HeRERER (E)

For the year ended 31 December 2019 (Expressed in Renminbi) ZLE20194 12318 1L F/E (U REZIR)

2019 2018
Note RMB’000 RMB'000
Bt & ARBT T ARETT
Financing activities REEE
Proceeds from new bank borrowings ¥7T3%3R1TE E TS HIE 24(c) 606,632 984,501
Repayment of bank borrowings EEBITEE 24(c) (678,798) (789,525)
Proceeds from new other borrowings ¥71% £ {th & & Fr 15 208 24(c) 416,987 560,000
Repayments of other borrowings EBEAMEER 24(c) (368,595) (408,732)
Interest paid BAAFE 24(c) (94,131) (61,733)
Proceeds from issue of convertible %FE{TT% REHFEHRIE
bonds 30 200,067 -
Payment for cost of issuing T AT AT AR IR H AR AR
convertible bonds 30 (341) -
Proceeds from issue of corporate BT ARIEEMBRE
bonds 27(v) 46,937 -
Payment for cost of issuing TR EITRARMESR A
corporate bonds 27(v) (4,747) -
Repayment of corporate bonds EEARES 27(v) (21,007) -
Repayment of lease liabilities BEBREAR 24(c) (585) -
Payment for shares purchased for BRI D BB 8188 AR D
the share award scheme F s 50R 32(d) (1,046) (8,787)
Dividend paid B E 12 = (56,709)
Net cash generated from RMEIBMEREFE
___financing activities 101,373 219,015
Net decrease in cash and ReRBEcEENRLFHE
cash equivalents (57,737) (48,431)
Cash and cash equivalents MAB1ENEREER
at 1 January ReEEY 87,793 146,868
Effect of foreign exchange EXSENTE
rate changes (1,858) (10,644)
Cash and cash equivalents R1I2A3MBNREREESS
at 31 December Y 24 28,198 87,793
The notes on pages 170 to 384 form part of these 1708 £384 E KM o378 A UL 55 B 75 R 3= /9
financial statements. — &5 o
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Notes to the Consolidated Financial Statements

n‘/j_\

S B8R AT

For the year ended 31 December 2019 (Expressed in Renm/nbi unless otherwise indicated) E1Z2019F 12 /31 H1FEZ (B 5 EEH + UALHST)

1.

China NT Pharma Group Company Limited |

PRINCIPAL ACTIVITIES OF
REPORTING ENTITY

The Company was incorporated in the Cayman
Islands on 1 March 2010 as an exempted company
with limited liability under the Companies Law, Cap
22 (Law 23 of 1961, as consolidated and revised) of
the Cayman Islands. The Group is principally engaged
in research and development, manufacturing, sales
and distribution of pharmaceutical products and
the provision of marketing and promotion services
to suppliers in the People’s Republic of China (the
“PRC").

The consolidated financial statements are presented
in Renminbi (“RMB"”), rounded to the nearest
thousand, which is the presentation currency of the
Group and the functional currency of the primary
economic environment in the PRC where the majority

of the entities within the Group operate.

1.

Annual Report 2019
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Notes to the Consolidated Financial Statements (Continued)
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For the year ended 31 December 2019 (Expressed in Renminbi unless otherwise indicated) 222019412 531 A1FFE (45 EEHI + LA ETTR)
SIGNIFICANT ACCOUNTING POLICIES

2.

(a)

Statement of compliance

These financial statements have been
prepared in accordance with all applicable
Hong Kong Financial Reporting Standards
("HKFRSs"), which collective term includes
all applicable individual Hong Kong Financial
Reporting Standards, Hong Kong Accounting
Standards (“HKASs”) and Interpretations
issued by the Hong Kong Institute of Certified
Public Accountants (“HKICPA"), accounting
principles generally accepted in Hong Kong
and the disclosure requirements of the Hong
Kong Companies Ordinance. These financial
statements also comply with the applicable
disclosure provisions of the Rules Governing
the Listing of Securities on The Stock Exchange
of Hong Kong Limited. Significant accounting
policies adopted by the Group are disclosed

below.

The HKICPA has issued certain new and revised
HKFRSs that are first effective or available
for early adoption for the current accounting
period of the Group. Note 2(c) provides
information on any changes in accounting
policies resulting from initial application of
these developments to the extent that they are
relevant to the Group for the current and prior
accounting periods reflected in these financial

statements.
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Notes to the Consolidated Financial Statements (Continued)
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For the year ended 31 December 2019 (Expressed in Renminbi unless otherwise indicated) £ 22019412531 A1FFE (45 EEHI + LA EFR)
SIGNIFICANT ACCOUNTING POLICIES

(CONTINUED)

2.

China NT Pharma Group Company Limited |

(b)

Basis of preparation of the financial
statements

During the year ended 31 December 2019,
the Group incurred a loss attributable to
the equity shareholders of RMB587,590,000
for the year ended 31 December 2019
and, as at 31 December 2019, the Group's
current liabilities exceeded its current assets
by RMB1,316,173,000. The consolidated
financial statements have been prepared on
the assumption that the Group will be able to
operate as a going concern in the foreseeable
future, after taking into consideration of
(a) unused and available credit facilities of
approximately RMB182,791,000; (b) new bank
borrowings of approximately RMB45,000,000
subsequently obtained from banks up to the
date of approval for the consolidated financial
statements; (c) additional new credit facilities
and/or financial arrangements which are
currently under serious and advanced stage
of discussions between the Group and certain
financial institutions and potential investor(s);
(d) serious discussions with an independent
third party for co-operation relating to certain
assets of the Group subsequent to the end of
the reporting period, as part of the Group's

measure to improve the Group’s liquidity;

2.
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Notes to the Consolidated Financial Statements (Continued)

B BERERME (&)

For the year ended 31 December 2019 (Expressed in Renminbi unless otherwise indicated) 222019412 531 AIFFE (4 5F# @?57/‘ KARBST)
SIGNIFICANT ACCOUNTING POLICIES

(CONTINUED)

e
8=

2.

(b)

Basis of preparation of the financial
statements (continued)

and (e) a substantial shareholder of the
Company, to whom the Company owed
approximately RMB381,600,000, that were
classified as financial liabilities measured at
fair value through profit or loss as included in
current liabilities as at 31 December 2019, has
agreed to provide adequate funds to the Group
to enable it to meet its debts as and when
they fall due in the foreseeable future, and will
not demand immediate repayment from the
Company until the Group will have sufficient
working capital to operate as a going concern

in the foreseeable future.

Management of the Company has prepared
a cash flow forecast of the Group for a
period covered not less than twelve months
from date of approval for the consolidated
financial statements. Based on the cash flow
forecast, after having taken into account of the
Group'’s projected cash flows, current financial
resources, existing and new credit facilities,
the financial support from a substantial
shareholder of the Company and the future
capital expenditure requirements, management
of the Company is of the view that the Group
will have sufficient working capital to meet
its financial obligations as and when they fall
due in the next twelve months from the date
of approval for the consolidated financial
statements. Accordingly, the consolidated
financial statements have been prepared on a

going concern basis.
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Notes to the Consolidated Financial Statements (Continued)
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For the year ended 31 December 2019 (Expressed in Renminbi unless otherwise indicated) £ Z20194 12531 A 1FF/E ( ﬂ?ﬁﬁfﬁ@?ﬁ/‘ KARBS)
2. SIGNIFICANT ACCOUNTING POLICIES

(CONTINUED)

(b)

China NT Pharma Group Company Limited |

Basis of preparation of the financial
statements (continued)

The consolidated financial statements for the
year ended 31 December 2019 comprise the
Company and its subsidiaries (together referred
to as the “Group”) and the Group’s interest in

an associate.

The measurement basis used in the preparation
of the financial statements is the historical
cost basis, except for the following assets and

liabilities are stated at their fair value:

- Financial assets at fair value through

profit or loss;

- Financial liabilities at fair value through
profit or loss; and

- Financial liabilities at fair value

through other comprehensive income

(non-recycling).

Non-current assets held for sale are stated at
the lower of carrying amount and fair value less

costs to sell (see note 2(dd)(i)).
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Notes to the Consolidated Financial Statements (Continued)

RE M RRMEE (&)

For the year ended 31 December 2019 (Expressed in Renminbi unless otherwise indicated) 22019412 531 A1t F/% (B Z5 5485+ UAEETT)

2. SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

(b)

Basis of preparation of the financial
statements (continued)

The preparation of financial statements in
conformity with HKFRSs requires management
to make judgements, estimates and
assumptions that affect the application of
policies and reported amounts of assets,
liabilities, income and expenses. The estimates
and associated assumptions are based on
historical experience and various other factors
that are believed to be reasonable under the
circumstances, the results of which form the
basis of making the judgements about carrying
values of assets and liabilities that are not
readily apparent from other sources. Actual

results may differ from these estimates.

The estimates and underlying assumptions
are reviewed on an ongoing basis. Revisions
to accounting estimates are recognised in
the period in which the estimate is revised if
the revision affects only that period, or in the
period of the revision and future periods if the

revision affects both current and future periods.

Judgements made by management in the
application of HKFRSs that have significant
effect on the financial statements and major
sources of estimation uncertainty are discussed

in note 3.
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Notes to the Consolidated Financial Statements (Continued)
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For the year ended 31 December 2019 (Expressed in Renminbi unless otherwise indicated) 22019412 531 A1t F/% (B F5H#EHI + UAEEFTR)

2. SIGNIFICANT ACCOUNTING POLICIES 2.
(CONTINUED)
(c) Changes in accounting policies (c)
The HKICPA has issued a new HKFRS 16,
Leases, and a number of amendments to
HKFRSs that are first effective for the current

accounting period of the Group.

HKFRS 16 Leases

HK(IFRIC)-Int 23 Uncertainty over Income Tax

Treatments

Amendments Prepayment Features with
to HKFRS 9 Negative Compensation
Amendments Plan Amendment, Curtailment
to HKAS 19 and Settlement
Amendments Long-term Interests in
to HKAS 28 Associates and Joint
Ventures
Amendments Annual Improvements to
to HKFRSs HKFRSs 2015-2017 Cycle
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Except for HKFRS 16, Leases, none of the
developments have had a material effect on
how the Group’s results and financial position
for the current or prior periods have been
prepared or presented. The Group has not
applied any new standard or interpretation that
is not yet effective for the current accounting

period.
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Notes to the Consolidated Financial Statements (Continued)

RE M RRMEE (&)

For the year ended 31 December 2019 (Expressed in Renminbi unless otherwise indicated) 22019412 531 A1t F/% (B Z5 5485+ UAEETT)

2. SIGNIFICANT ACCOUNTING POLICIES 2. FESITHE#E)
(CONTINUED)

HKFRS 16 replaces HKAS 17, Leases and
the related interpretations, HK(IFRIC) 4,
Determining whether an arrangement
contains a lease, HK(SIC) 15, Operating leases
— incentives, and HK(SIC) 27, Evaluating
the substance of transactions involving the
legal form of a lease. It introduces a single
accounting model for lessees, which requires
a lessee to recognise a right-of-use asset and
a lease liability for all leases, except for leases
that have a lease term of 12 months or less
("short-term leases”) and leases of low-value
assets. The lessor accounting requirements are
brought forward from HKAS 17 substantially
unchanged.

HKFRS 16 also introduces additional qualitative
and quantitative disclosure requirements which
aim to enable users of the financial statements
to assess the effect that leases have on the
financial position, financial performance and

cash flows of an entity.

The Group has initially applied HKFRS 16 as
from 1 January 2019. The Group has elected
to use the modified retrospective approach and
has therefore recognised the cumulative effect
of initial application as an adjustment to the
opening balance of equity at 1 January 2019.
Comparative information has not been restated

and continues to be reported under HKAS 17.

Further details of the nature and effect of the
changes to previous accounting policies and the

transition options applied are set out below:
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Notes to the Consolidated Financial Statements (Continued)
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For the year ended 31 December 2019 (Expressed in Renminbi unless otherwise indicated) £ 22019412531 A1FFE (45 EEHI + LA EFR)
SIGNIFICANT ACCOUNTING POLICIES

(CONTINUED)

2.

China NT Pharma Group Company Limited |

(c)

Changes in accounting policies
(continued)

HKFRS 16 Leases (continued)

New definition of a lease

The change in the definition of a lease
mainly relates to the concept of control.
HKFRS 16 defines a lease on the basis of
whether a customer controls the use of
an identified asset for a period of time,
which may be determined by a defined
amount of use. Control is conveyed where
the customer has both the right to direct
the use of the identified asset and to
obtain substantially all of the economic

benefits from that use.

The Group applies the new definition of
a lease of HKFRS 16 only to contracts
that were entered into or changed on
or after 1 January 2019. For contracts
entered into before 1 January 2019,
the Group has used the transitional
practical expedient to grandfather the
previous assessment of which existing
arrangements are or contain leases.
Accordingly, contracts that were
previously assessed as leases under
HKAS 17 continue to be accounted for
as leases under HKFRS 16 and contracts
previously assessed as non-lease service
arrangements continue to be accounted

for as executory contracts.

2.
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Notes to the Consolidated Financial Statements (Continued)
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For the year ended 31 December 2019 (Expressed in Renminbi unless otherwise indicated) 222019412 531 A1FFE (45 EEHI + LA ETTR)
SIGNIFICANT ACCOUNTING POLICIES

(CONTINUED)

2.

(c)

Changes in accounting policies
(continued)

HKFRS 16 Leases (continued)

Lessee accounting and transitional
impact

HKFRS 16 eliminates the requirement
for a lessee to classify leases as either
operating leases or finance leases, as was
previously required by HKAS 17. Instead,
the Group is required to capitalise all
leases when it is the lessee, including
leases previously classified as operating
leases under HKAS 17, other than those
short-term leases and leases of low-value
assets which are exempt. As far as
the Group is concerned, these newly
capitalised leases are primarily in relation
to property, plant and equipment as

disclosed in note 15.

At the date of transition to HKFRS 16 (i.e.
1 January 2019), the Group determined
the length of the remaining lease terms
and measured the lease liabilities for the
leases previously classified as operating
leases at the present value of the
remaining lease payments, discounted
using the relevant incremental borrowing

rates used at 1 January 2019.
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Notes to the Consolidated Financial Statements (Continued)
RE B RERMEE (F)
For the year ended 31 December 2019 (Expressed in Renminbi unless otherwise indicated) 22019412 531 A1t F/% (B F5H#EHI + UAEEFTR)

2. SIGNIFICANT ACCOUNTING POLICIES 2. TEGTBX(#E)
(CONTINUED)

(c) Changes in accounting policies 0 =
(continued)

HKFRS 16 Leases (continued)
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Lessee accounting and transitional
impact (continued)

To ease the transition of HKFRS 16, the
Group applied the following recognition
exemption and practical expedients at
the date of initial application of HKFRS
16 which the Group elected not to apply
the requirements of HKFRS 16 in respect
of the recognition of lease liabilities and
right-of-use assets to leases for which
the remaining lease term ends within 12
months from the date of initial application
of HKFRS 16, i.e. where the lease term
ends on or before 31 December 2019.

The Group presents right-of-use assets in
“Property, plant and equipment” (except
for leasehold land included in “Interests
in leasehold land held for own use” as
mentioned below) and presents lease
liabilities separately in the statement of
financial position. So far as the impact
of the adoption of HKFRS 16 on interests
in leasehold land held for own use
previously classified as under operating
leases is concerned, the Group is not
required to make any adjustments at the
date of initial application of HKFRS 16,
other than changing the caption of the
balance. These amounts are included
within “Interests in leasehold land held

for own use”.

There is no impact on the opening
balance of the Group’s equity as at 1
January 2019 on the initial application of
HKFRS 16.
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Notes to the Consolidated Financial Statements (Continued)
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For the year ended 31 December 2019 (Expressed in Renminbi unless otherwise indicated) 222019412 531 A1FFE (45 EEHI + LA ETTR)
2. SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

Impact on the financial result,
segment results and cash flows of the
Group

After the initial recognition of right-of-use
assets and lease liabilities as at 1 January
2019, the Group as a lessee is required to
recognise interest expense accrued on the
outstanding balance of the lease liability,
and the depreciation of the right-of-use
asset, instead of the previous policy of
recognising rental expenses incurred
under operating leases on a straight-line
basis over the lease term. This will result
in front load effect to the Group’s
total expenses in early years of lease
arrangement. The adoption of HKFRS 16
does not result in a significant impact
on the reported loss from operations in
the Group’s consolidated statement of
profit or loss, as compared to the results
if HKAS 17 had been applied during the
year.

In the cash flow statement, the Group as
a lessee is required to split rentals paid
under capitalised leases into their capital
element and interest element (see note
24(c)). These elements are classified as
financing cash outflows, similar to how
leases previously classified as finance
leases under HKAS 17 were treated,
rather than as operating cash outflows, as
was the case for operating leases under
HKAS 17. Although total cash flows are
unaffected, the adoption of HKFRS 16
therefore results in a significant change
in a presentation of cash flows within the
cash flow statement.
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Notes to the Consolidated Financial Statements (Continued)

B BHRERME (&)

For the year ended 31 December 2019 (Expressed in Renminbi unless otherwise indicated) 222019412 531 AIFF/E (4 5F# @?57/‘ KARBS)
SIGNIFICANT ACCOUNTING POLICIES

(CONTINUED)

A
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2.

China NT Pharma Group Company Limited |

(d)

Subsidiaries and non-controlling
interests

Subsidiaries are entities controlled by the
Group. The Group controls an entity when it is
exposed, or has rights, to variable returns from
its involvement with the entity and has the
ability to affect those returns through its power
over the entity. When assessing whether the
Group has power, only substantive rights (held

by the Group and other parties) are considered.

An investment in a subsidiary is consolidated
into the consolidated financial statements from
the date that control commences until the
date that control ceases. Intra-group balances,
transactions and cash flows and any unrealised
profits arising from intra-group transactions are
eliminated in full in preparing the consolidated
financial statements. Unrealised losses resulting
from intra-group transactions are eliminated
in the same way as unrealised gains but only
to the extent that there is no evidence of

impairment.

Non-controlling interests represent the equity
in a subsidiary not attributable directly or
indirectly to the Company, and in respect of
which the Group has not agreed any additional
terms with the holders of those interests which
would result in the Group as a whole having
a contractual obligation in respect of those
interests that meets the definition of a financial
liability.

2.
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Notes to the Consolidated Financial Statements (Continued)
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For the year ended 31 December 2019 (Expressed in Renminbi unless otherwise indicated) 222019412 531 AIFFE (4 5F# @?’57/‘ KARBST)
2. SIGNIFICANT ACCOUNTING POLICIES 2.

(CONTINUED)

(d) Subsidiaries and non-controlling

interests (continued)

Non-controlling interests are presented in
the consolidated statement of financial
position within equity, separately from equity
attributable to the equity holders of the
Company. Non-controlling interests in the
results of the Group are presented on the face
of the consolidated statement of profit or loss
and the consolidated statement of profit or
loss and other comprehensive income as an
allocation of the total profit or loss and total
comprehensive income for the year between
non-controlling interests and the equity
holders of the Company. Total comprehensive
income of subsidiaries is attributed to the
equity shareholders of the Company and
to the non-controlling interests even if this
results in the non-controlling interests having
a deficit balance. Loans from shareholders of
non-controlling interests and other contractual
obligations towards these holders are presented
as financial liabilities in the consolidated

statement of financial position.
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Notes to the Consolidated Financial Statements (Continued)

B BHRERME (&)

For the year ended 31 December 2019 (Expressed in Renminbi unless otherwise indicated) 222019412 531 AIFF/E (4 5F# @?57/‘ KARBS)
SIGNIFICANT ACCOUNTING POLICIES

(CONTINUED)

A
8=

2.

China NT Pharma Group Company Limited |

(d)

Subsidiaries and non-controlling
interests (continued)

Changes in the Group’s interests in a subsidiary
that do not result in a loss of control are
accounted for as equity transactions, whereby
adjustments are made to the amounts of
controlling and non-controlling interests within
consolidated equity to reflect the change in
relative interests, but no adjustments are made

to goodwill and no gain or loss is recognised.

When the Group loses control of a subsidiary,
it is accounted for as a disposal of the entire
interest in that subsidiary, with a resulting gain
or loss being recognised in profit or loss. Any
interest retained in that former subsidiary at
the date when control is lost is recognised at
fair value and this amount is regarded as the
fair value on initial recognition of a financial
asset or, when appropriate, the cost on initial
recognition of an investment in an associate or

joint venture.

In the Company’s statement of financial
position, an investment in a subsidiary is stated
at cost less impairment losses (note 2(m)(ii)),
unless the investment is classified as held for
sale (or included in a disposal group that is

classified as held for sale).
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Notes to the Consolidated Financial Statements (Continued)

B BERERME (&)

For the year ended 31 December 2019 (Expressed in Renminbi unless otherwise indicated) 222019412 531 A1FFE (45 EEHI + LA ETTR)
SIGNIFICANT ACCOUNTING POLICIES

(CONTINUED)

e
8=

2.

(e)

Associates

An associate is an entity in which the Group
or Company has significant influence, but not
control or joint control, over its management,
including participation in the financial and

operating policy decisions.

An investment in an associate is accounted
for in the consolidated financial statements
under the equity method, unless it is classified
as held for sale (or included in a disposal
group that is classified as held for sale). Under
the equity method, the investment is initially
recorded at cost, adjusted for any excess of
the Group’s share of the acquisition-date
fair values of the investee’s identifiable net
assets over the cost of the investment (if any).
Thereafter, the investment is adjusted for
the post acquisition change in the Group's
share of the investee’s net assets and any
impairment loss relating to the investment. Any
acquisition-date excess over cost, the Group’s
share of the post-acquisition, post-tax results
of the investees and any impairment losses for
the year are recognised in the consolidated
statement of profit or loss, whereas the
Group’s share of the post-acquisition post-tax
items of the investees’ other comprehensive
income is recognised in the consolidated
statement of profit or loss and other

comprehensive income.
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Notes to the Consolidated Financial Statements (Continued)

e R HRR M (R)

For the year ended 31 December 2019 (Expressed in Renminbi unless otherwise indicated) £ 22019412531 A1FFE (45 EEHI + LA EFR)
2. SIGNIFICANT ACCOUNTING POLICIES

(CONTINUED)

(e)
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Associates (continued)

When the Group’s share of losses exceeds its
interest in the associate, the Group's interest
is reduced to nil and recognition of further
losses is discontinued except to the extent that
the Group has incurred legal or constructive
obligations to made payments on behalf of the
investee. For this purpose, the Group’s interest
is the carrying amount of the investment under
the equity method together with the Group’s
long-term interests that in substance form part

of the Group’s net investment in the associate.

Unrealised profits and losses resulting from
transactions between the Group and its
associates are eliminated to the extent of
the Group’s interest in the investee, except
where unrealised losses provide evidence of an
impairment of the asset transferred, in which
case they are recognised immediately in profit

or loss.

If an investment in an associate becomes an
investment in a joint venture or vice versa,
retained interest is not remeasured. Instead,
the investment continues to be accounted for

under the equity method.
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Notes to the Consolidated Financial Statements (Continued)

B BERERME (&)

For the year ended 31 December 2019 (Expressed in Renminbi unless otherwise indicated) 222019412 531 A1FFE (45 EEHI + LA ETTR)
SIGNIFICANT ACCOUNTING POLICIES

(CONTINUED)

e
8=

2.

(e)

(f)

Associates (continued)

In all other cases, when the Group ceases to
have significant influence over an associate,
it is accounted for as a disposal of the entire
interest in that investee, with a resulting gain
or loss being recognised in profit or loss. Any
interest retained in that former investee at
the date when significant influence is lost is
recognised at fair value and this amount is
regarded as the fair value on initial recognition

of a financial asset.

In the Company’s statement of financial
position, investments in associates are stated at
cost less impairment losses (see note 2(m)(ii)),
unless classified as held for sale (or included in
a disposal group that is classified as held for

sale).

(i) Business combinations

Acquisitions of business are accounted
for using the acquisition method. The
consideration transferred in a business
combination is measured at fair value, which is
calculated as the sum of the acquisition-date
fair values of the assets transferred by the
Group, liabilities incurred by the Group to the
former owners of the acquiree and the equity
interests issued by the Group in exchange for
control of the acquiree. Acquisition-related
costs are generally recognised in profit or loss

as incurred.
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Notes to the Consolidated Financial Statements (Continued)
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For the year ended 31 December 2019 (Expressed in Renminbi unless otherwise indicated) 22019412 531 A1t F/% (B F5H#EHI + UAEEFTR)

2. SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

(f) (i) Business combinations (continued)

China NT Pharma Group Company Limited |

At the acquisition date, the identifiable assets
acquired and the liabilities assumed are

recognised at their fair values, except that:

deferred tax assets or liabilities and
assets and liabilities, related to employee
benefit arrangements are recognised and
measured in accordance with HKAS 12
Income Taxes and HKAS 19 Employees

Benefits respectively;

liabilities or equity instruments related
to share-based payment arrangements
of the acquiree or share-based payment
arrangements of the Group entered
into to replace share-based payment
arrangements of the acquiree are
measured in accordance with HKFRS 2
Share-based Payment at the acquisition
date;

assets (or disposal groups) that are
classified as held for sale in accordance
with HKFRS 5 Non-current Assets Held
for Sale and Discontinued Operations
are measured in accordance with that

standard; and
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Notes to the Consolidated Financial Statements (Continued)

B BERERME (&)

For the year ended 31 December 2019 (Expressed in Renminbi unless otherwise indicated) £ Z20194 12531 A 1FF/E ( ﬂ?‘wﬁfﬁ@?ﬁ/‘ KARBST)
SIGNIFICANT ACCOUNTING POLICIES

(CONTINUED)

e
8=

2.

(f) (i)

Business combinations (continued)

- lease liabilities are recognised and
measured at the present value of the
remaining lease payments (as defined in
HKFRS 16) as if the acquired leases were
new leases at the acquisition date, except
for leases for which (a) the lease term
ends within 12 months of the acquisition
date; or (b) the underlying asset is of low
value. Right-of-use assets are recognised
and measured at the same amount as the
relevant lease liabilities, adjusted to reflect
favourable or unfavourable terms of the

lease when compared with market term.

Goodwill is measured as the excess of the
sum of the consideration transferred, the
amount of any non-controlling interests in the
acquiree, and the fair value of the acquirer’s
previously held equity interest in the acquiree
(if any) over the net amount of the identifiable
assets acquired and liabilities assumed as at
acquisition date. If, after re-assessment, the
net amount of the identifiable assets acquired
and liabilities assumed exceeds the sum of the
consideration transferred, the amount of any
non-controlling interests in the acquiree and
the fair value of the acquirer’s previously held
interest in the acquiree (if any), the excess is
recognised immediately in profit or loss as a

bargain purchase gain.
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Notes to the Consolidated Financial Statements (Continued)
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For the year ended 31 December 2019 (Expressed in Renminbi unless otherwise indicated) £ 22019412531 A1FFE (45 EEHI + LA EFR)
2. SIGNIFICANT ACCOUNTING POLICIES

(CONTINUED)

(f) (i) Business combinations (continued)

China NT Pharma Group Company Limited |

Non-controlling interests that are present
ownership interests and entitle their holders
to a proportionate share of the relevant
subsidiary’s net assets in the event of
liquidation are initially measured at the
non-controlling interests’ proportionate share
of the recognised amounts of the acquiree’s
identifiable net assets or at fair value. The
choice of measurement basis is made on a
transaction-by-transaction basis. Other types of
non-controlling interests are measured at their

fair value.

When the consideration transferred by
the Group in a business combination
includes assets or liabilities resulting from a
contingent consideration arrangement, the
contingent consideration is measured at its
acquisition-date fair value and included as part
of the consideration transferred in a business
combination. Changes in the fair value of
the contingent consideration that qualify as
measurement period adjustments are adjusted
retrospectively, with the corresponding
adjustments against goodwill. Measurement
period adjustments are adjustments that arise
from additional information obtained during
the measurement period (which cannot exceed
one year from the acquisition date) about
facts and circumstances that existed at the

acquisition date.
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Notes to the Consolidated Financial Statements (Continued)

B BERERME (&)

For the year ended 31 December 2019 (Expressed in Renminbi unless otherwise indicated) 222019412 531 AIFFE (4 5F# @?57/‘ KARBST)
SIGNIFICANT ACCOUNTING POLICIES

(CONTINUED)

e
8=

2.

(f) (i)

Business combinations (continued)

The subsequent accounting for the contingent
consideration that do not qualify as
measurement period adjustments depends
on how the contingent consideration is
classified. Contingent consideration that
is classified as equity is not remeasured at
subsequent reporting dates and its subsequent
settlement is accounted for within equity.
Contingent consideration that is classified
as an asset or a liability is remeasured to fair
value at subsequent reporting dates with the
corresponding gain or loss being recognised in

profit or loss.

When a business combination is achieved in
stages, the Group’s previously held equity
interest in the acquiree is remeasured to fair
value at the acquisition date (i.e. the date
when the Group obtains control), and the
resulting gain or loss, if any, is recognised in
profit or loss. Amounts arising from interests
in the acquiree prior to the acquisition date
that have previously been recognised in other
comprehensive income are reclassified to
profit or loss where such treatment would be

appropriate if that interest were disposed of.
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Notes to the Consolidated Financial Statements (Continued)

e R HRR M (R)

For the year ended 31 December 2019 (Expressed in Renminbi unless otherwise indicated) £ 22019412531 A1FFE (45 EEHI + LA EFR)
2. SIGNIFICANT ACCOUNTING POLICIES 2.

(CONTINUED)
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(f) (i) Business combinations (continued)

If the initial accounting for a business
combination is incomplete by the end of the
reporting period in which the combination
occurs, the Group reports provisional amounts
for the items for which the accounting is
incomplete. Those provisional amounts are
adjusted during the measurement period (see
above), and additional assets or liabilities are
recognised, to reflect new information obtained
about facts and circumstances that existed at
the acquisition date that, if known, would have

affected the amounts recognised at that date.

() (i) Goodwill

Goodwill arising on an acquisition of a business
is carried at cost as established at the date of
acquisition of the business less accumulated

impairment losses, if any.

For the purposes of impairment testing,
goodwill is allocated to each of the Group’s
cash-generating units, (or groups of
cash-generating units), that is expected to
benefit from the synergies of the combination,
which represent the lowest level at which the
goodwill is monitored for internal management
purposes and not larger than an operating

segment.
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Notes to the Consolidated Financial Statements (Continued)
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B BERERME (&)

For the year ended 31 December 2019 (Expressed in Renminbi unless otherwise indicated) 2201912731 H1H /% (B 55# @?57/‘ KARHEIT)

TEESEBER ()

2.

SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

(f) (i) Goodwill (continued)

A cash-generating unit (or group of
cash-generating units) to which goodwill
has been allocated is tested for impairment
annually or more frequently whenever there is
an indication that the unit may be impaired. For
goodwill arising on an acquisition in a reporting
period, the cash-generating unit (or groups
of cash-generating units) to which goodwill
has been allocated is tested for impairment
before the end of that reporting period. If the
recoverable amount is less than its carrying
amount, the impairment loss is allocated first
to reduce the carrying amount of any goodwill
and then to the other assets on a pro-rata basis
based on the carrying amount of each asset in

the unit (or group of cash-generating units).

On disposal of the relevant cash-generating
unit, the attributable amount of goodwill
is included in the determination of the
amount of profit or loss on disposal (or any
of the cash-generating unit within group of
cash-generating units in which the Group

monitors goodwill).
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Notes to the Consolidated Financial Statements (Continued)
RE B RERMEE (F)
For the year ended 31 December 2019 (Expressed in Renminbi unless otherwise indicated) 22019412 531 A1t F/% (B F5H#EHI + UAEEFTR)
2. SIGNIFICANT ACCOUNTING POLICIES

(CONTINUED)

(f) (iii) Acquisition of a subsidiary not
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constituting a business

When the Group acquires a group of assets and
liabilities that do not constitute a business, the
Group identifies and recognises the individual
identifiable assets acquired and liabilities
assumed by allocating the purchase price first
to the financial assets and financial liabilities
at the respective fair values, the remaining
balance of the purchase price is then allocated
to the other individual identifiable assets and
liabilities on the basis of their relative fair values
at the date of purchase. Such a transaction
does not give rise to goodwill or bargain

purchase gain.

Construction in progress

Construction in progress represents property,
plant and equipment under construction and
machinery and equipment under installation
and testing. Construction in progress is stated
in the consolidated statement of financial
position at cost less impairment losses (note
2(m)(ii)). The cost includes cost of construction,
cost of purchased plant and equipment
and other direct costs plus borrowing costs
which include interest charges and exchange
differences arising from foreign currency
borrowings used to finance these projects
during the construction period, to the extent
that these are regarded as an adjustment to

borrowing costs (note 2(bb)).

Construction in progress is not depreciated
until such time as the assets are completed and

substantially ready for their intended use.
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Notes to the Consolidated Financial Statements (Continued)
RE M RRMEE (&)
For the year ended 31 December 2019 (Expressed in Renminbi unless otherwise indicated) 22019412 531 A1t F/% (B Z5 5485+ UAEETT)
FEETTBE ()

2. SIGNIFICANT ACCOUNTING POLICIES

(CONTINUED)

(h)

Property, plant and equipment

The following items of property, plant and
equipment other than construction in progress,
are stated at cost less accumulated depreciation

and impairment losses (note 2(m)(ii)):

- interests in leasehold land and buildings
where the Group is the registered owner

of the property interest;

- right-of-use assets arising from leases
over leasehold properties where the
Group is not the registered owner of the

property interest; and

- items of plant and equipment, including
right-of-use assets arising from leases of

underlying plant and equipment.

Depreciation is calculated to write off the cost
of items of property, plant and equipment, less
their estimated residual value, if any, using the
straight line method over their estimated useful

lives as follows:

- Buildings situated on leasehold land
are depreciated over the shorter
of the unexpired term of lease and
their estimated useful lives, being no
more than 50 years after the date of
completion.

- Plant and machinery 5 — 20 years

- Leasehold improvements over the term

of lease

- Furniture, fixtures and 3 -5 years
office equipment

- Motor vehicles 3 -5 years
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Notes to the Consolidated Financial Statements (Continued)
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For the year ended 31 December 2019 (Expressed in Renminbi unless otherwise indicated) £ 22019412531 A1FFE (45 EEHI + LA EFR)
SIGNIFICANT ACCOUNTING POLICIES

(CONTINUED)

2.
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(h)

Property, plant and equipment
(continued)

Where parts of an item of property, plant and
equipment have different useful lives, the cost
of the item is allocated on a reasonable basis
between the parts and each part is depreciated
separately. Both the useful life of an asset and

its residual value, if any, are reviewed annually.

Intangible assets (other than goodwill)
Intangible assets are not amortised while their
useful lives are assessed to be indefinite. Any
conclusion that the useful life of an intangible
asset is indefinite is reviewed annually to
determine whether events and circumstances
continue to support the indefinite useful life
assessment for that asset. If they do not,
the change in the useful life assessment
from indefinite to finite is accounted for
prospectively from the date of change and in
accordance with the policy for amortisation of
intangible assets with finite useful lives as set

out in notes (iv) to (viii) below.

2.
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Notes to the Consolidated Financial Statements (Continued)

B BERERME (&)

For the year ended 31 December 2019 (Expressed in Renminbi unless otherwise indicated) 222019412 531 A1FFE (45 EEHI + LA ETTR)
SIGNIFICANT ACCOUNTING POLICIES

(CONTINUED)

e
8=

2.

(i)

Intangible assets (other than goodwill)

(continued)

(i)

Brand rights with indefinite useful life

As disclosed in note 16(a) to the
consolidated financial statements,
the Group has acquired the exclusive
intellectual property rights, marketing
and distribution rights associated
with trademarks and brand names for
commercialisation of Miacalcic branded
injectable and nasal spray pharmaceutical
drugs which are used for treatment of
bone pains caused by osteolysis and lower
bone mass, osteoporosis, Paget’s disease,
hypercalcemia and reflex sympathetic
dystrophy syndrome in all dosage forms
(the “Miacalcic Injection” and “Miacalcic
Nasal Spray”) for an indefinite period
of time in the Mainland China and
certain other designated countries. Each
of Miacalcic Injection and Miacalcic
Nasal Spray is considered to have an
indefinite useful life, given the strength
and durability of the brand in treating
the bone pains and level of marketing
support. The risk of market-related
factors causing a reduction in its life is
considered to be relatively low. Up to date
of approval of the financial statements,
management of the Group is not aware of
any material legal, regulatory, contractual,
competitive, economic or other factors
that could limit its useful life. Accordingly,
Miacalcic Injection and Miacalcic Nasal
Spray are not amortised and are tested
annually for impairment in accordance
with note 2(m)(ii).
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Notes to the Consolidated Financial Statements (Continued)

AR e B R IR AL ()

For the year ended 31 December 2019 (Expressed in Renminbi unless otherwise indicated) 22019412 531 A1t F/% (B F5H#EHI + UAEEFTR)
2. SIGNIFICANT ACCOUNTING POLICIES 2. FESHE#E)

(CONTINUED)
(i) Intangible assets (other than goodwill) () \mEEE (BHEBKIN) (B)
(continued)
(i) Club memberships (i) ==k
Club memberships represent the rights EAEEERERAANGER
to use the club facilities for an indefinite G P % b 2 A A0 R R S B
period of time and are stated in the AR 2R 3% A AR R 1B S 18
consolidated statement of financial ZI AR (BT 3E2(m)(ii)) °

position at cost less impairment losses
(note 2(m)(ii)).

The following intangible assets with finite LA TNEERAGEAFHZERLE
use lives are stated at cost less accumulated ERKAR R HE RREEE
amortisation and impairment losses (note HIER (M sE2(m)Gii) » FTEEBR
2(m)(ii)). Both the period and basis of Al G HA R SR & B RO 8 5 R
amortisation of all intangible assets with finite REREGEETRE -

useful lives are reviewed annually.
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Notes to the Consolidated Financial Statements (Continued)
RE M RRMEE (&)
For the year ended 31 December 2019 (Expressed in Renminbi unless otherwise indicated) 22019412 531 A1t F/% (B Z5 5485+ UAEETT)
2. SIGNIFICANT ACCOUNTING POLICIES

(CONTINUED)

(i) Intangible assets (other than goodwill)

(continued)

(iii) Research and development

Expenditure on research activities,
undertaken with the prospect of
gaining new scientific or technical
knowledge and understanding,
is recognised as an expense in
the period in which it is incurred.
Expenditure on development
activities (relating to the design
and testing of new or improved
products) is capitalised under
the category of “product
development in progress” if the
product or process is technically
and commercially feasible, the
Group has sufficient resources
and the intention to complete the
development, and the cost can
be reliably measured. Upon the
commencement of the commercial
production of a product, the
expenditure on development
activities is transferred to “deferred
development costs” and amortised
on a straight-line basis over the
period of its expected benefit.
Research and development costs
comprise costs that are directly
attributable to research and
development activities or that can be
allocated on a reasonable basis to

such activities.

OB %

2.

%

(iii)

TEESEBER ()
(i) \ELEERBERIN) (E)

Bt 9% I B 3%

ASTEEUHT B B e g
K R T TR FTE
HHHAXERELH
BAER B © fiE
L MR TPNEEES
ERAITT - MASEE
BERRERLBETK
BRAFE - R
ASERTE - MIFBRES
(B2 ER AT MBI A HT EE
HAREMAB M) N
SRR (5% E
DERTNERER - R
R—EmMARRAREE
HER R
XEBARELEREMNX
Al WREFKERE
TR HA AT A HAR 8N o
BT 9 K A 35 A AN B HE AT
REFARAHERESL
MR AR RS EE
ENEEZFEBAK
K o

199



200

Notes to the Consolidated Financial Statements (Continued)

e R HRR M (R)

For the year ended 31 December 2019 (Expressed in Renminbi unless otherwise indicated) 22019412 531 A1t F/% (B F5H#EHI + UAEEFTR)
FEETTBE (#)

2. SIGNIFICANT ACCOUNTING POLICIES 2.
(CONTINUED)

(i) Intangible assets (other than goodwill)
(continued)

(iii) Research and development (continued)

- Deferred development costs that
are required by the Group are
stated in the consolidated statement
of financial position at cost less
accumulated amortisation and
impairment losses. The value in use
model is used for the impairment
assessment by the management of

the Group.

(iv) Intellectual property rights
Intellectual property rights (including the
acquired deferred development costs,
note 2(i)(iii) above) are carried at cost less
accumulated amortisation and impairment
losses (note 2(m)(ii)). Amortisation is
charged to profit or loss on a straight line
basis over a period of 3 years and 18.33

years.

(v) Trademarks

Trademarks that are acquired by the
Group are stated in the consolidated
statement of financial position at cost less
accumulated amortisation and impairment
losses (note 2(m)(ii)). Amortisation of
trademarks is charged to profit or loss on
a straight line basis over a period of 10

years.
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Notes to the Consolidated Financial Statements (Continued)
RE M RRMEE (&)
For the year ended 31 December 2019 (Expressed in Renminbi unless otherwise indicated) 22019412 531 A1t F/% (B Z5 5485+ UAEETT)
2. SIGNIFICANT ACCOUNTING POLICIES

(CONTINUED)

(i) Intangible assets (other than goodwill)

(continued)

(vi)

(vii)

(viii)

New medicine protection rights

New medicine protection rights that
are acquired by the Group are stated in
the consolidated statement of financial
position at cost less accumulated
amortisation and impairment losses (note
2(m)(ii)). Amortisation of exclusive agency
rights is charged to profit or loss on a
straight line basis over the agency period

rating from 4 to 10 years.

Exclusive agency rights

Exclusive agency rights that are
acquired by the Group are stated in
the consolidated statement of financial
position at cost less accumulated
amortisation and impairment losses (note
2(m)(ii)). Amortisation of exclusive agency
rights is charged to profit or loss on a
straight line basis over the agency period

ranging from 4 to 10 years.

Computer software

Computer software that is acquired by
the Group is stated in the consolidated
statement of financial position at cost less
accumulated amortisation and impairment
losses (note 2(m)(ii)). Computer software
is amortised over its estimated useful life

of 5 to 10 years.
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Notes to the Consolidated Financial Statements (Continued)

e R HRR M (R)

For the year ended 31 December 2019 (Expressed in Renminbi unless otherwise indicated) 42201912731 H1H /% (B 55# @?57/‘ KARHIT)

TEESEBER ()

2. SIGNIFICANT ACCOUNTING POLICIES 2.

(CONTINUED)

(I) Leased assets
An inception of a contract, the Group assesses
whether the contract is, or contains, a lease. A
contract is, or contains, a lease if the contract
conveys the right to control the use of an
identified asset for a period of time in exchange
of consideration. Control is conveyed where the
customer has both the right to direct the use of
the identified asset and to obtain substantially

all of the economic benefits from that use.

As a lessee

(A) Policy application from 1 January 2019

Where the contract contains lease
component(s) and non-lease component(s),
the Group has elected not to separate
non-lease components and accounts for
each lease component and any associated
non-lease components as a single lease

component for all leases.

At the lease commencement date, the
Group recognised a right-of-use asset
and a lease liability, except for short-term
leases that have a lease term of 12
months or less and leases of low-value
assets. When the Group enters into a
lease in respect of a low-value asset, the
Group decides whether to capitalise the
lease on a lease-by-lease basis. The lease
payments associated with these leases
which are not capitalised are recognised
as an expense on a systematic basis over

the lease term.

China NT Pharma Group Company Limited | Annual Report 2019

(1)

ﬁﬁfé BE

VAR AEEFEENES
ﬁﬁﬂ‘s FBEHE - MRAVET
R—BREEAEZESCENEEN
A MR ABREAE GO/
HEXBHE - MWEPRA#RE
REHAEENGER - THAEAZ
ERTESBRESD LB - Al
2HEDER -

VE BT A

(A) B2019%1 A1 8 &E A/
%K
HWENBEREAKRBS
FEREMAKIS ZK%EE
BED SR IFHEHEK I

S WHAAHENEEM

= ﬁﬁz% > 0 £ fa] 48 78 9 JE

HRE D ABRDI1ERE —

REERSBR  AEBER
EREEENMHEAR B
HEMB12BARATHRE
HHEEMEEEEENTHE
BRON o B AN E L —RIEE
BEEEVEER KX&EEH
REEBENEZBBEERER
REEERE - BAREARL
M EREBENEE N RER
EHNERGHERAER -



Notes to the Consolidated Financial Statements (Continued)

B BERERME (&)

For the year ended 31 December 2019 (Expressed in Renminbi unless otherwise indicated) 222019412 531 AIFFE (4 5F# @?57/‘ KARBST)
SIGNIFICANT ACCOUNTING POLICIES

(CONTINUED)

e
8=

2.

0)

Leased assets (continued)

As a lessee (continued)

(A)

Policy application from 1 January 2019

(continued)

Where the lease is capitalised, the lease
liability is initially recognised at the
present value of the lease payments over
the lease term, discounted using the
interest rate implicit in the lease or, if that
rate cannot be readily determined, using
a relevant incremental borrowing rate.
After initial recognition, the lease liability
is measured at amortised cost and interest
expense is calculated using the effective
interest method. Variable lease payments
that do not depend on an index or rate
are not included in the measurement of
the lease liability and hence are charged
to profit or loss in the accounting period

in which they are incurred.

The right-of-use asset recognised when
a lease is capitalised is initially measured
at cost, which comprises the initial
amount of the lease liability plus any
lease payments made at or before the
commencement date, and any initial
direct costs incurred. Where applicable,
the cost of the right-of-use assets also
includes an estimate of costs to dismantle
and remove the underlying asset or
to restore the underlying asset or the
site on which it is located, discounted
to their present value, less any lease
incentives received. The right-of-use
asset is subsequently stated at cost less
accumulated depreciation and impairment
losses, except for the following types of

right-of-use asset.
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Notes to the Consolidated Financial Statements (Continued)

e R HRR M (R)

For the year ended 31 December 2019 (Expressed in Renminbi unless otherwise indicated) 22019412 531 A1t F/% (B F5H#EHI + UAEEFTR)
FEETTBE (#)

2. SIGNIFICANT ACCOUNTING POLICIES 2.
(CONTINUED)

(I) Leased assets (continued)
As a lessee (continued)

(A) Policy application from 1 January 2019

(continued)

- right-of-use assets that meet the
definition of investment property are

carried at fair value;

- right-of-use assets related to
leasehold land and buildings where
the Group is the registered owner of
the leasehold interest are carried at

fair value; and

- right-of-use assets related to
interests in leasehold land where
the interest in the land is held as
inventory are carried at the lower of

cost and net realisable value.
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Notes to the Consolidated Financial Statements (Continued)
RE M RRMEE (&)
For the year ended 31 December 2019 (Expressed in Renminbi unless otherwise indicated) 22019412 531 A1t F/% (B Z5 5485+ UAEETT)
2. SIGNIFICANT ACCOUNTING POLICIES

(CONTINUED)

(I) Leased assets (continued)

As a lessee (continued)

(A)

Policy application from 1 January 2019

(continued)

The lease liability is remeasured when
there is a change in future lease payments
arising from a change in an index or
rate, or there is a change in the Group’s
estimate of the amount expected to be
payable under a residual value guarantee,
or there is a change arising from the
reassessment of whether the Group
will be reasonably certain to exercise
a purchase, extension or termination
option. When the lease liability is
remeasured in this way, a corresponding
adjustment is made to the carrying
amount of the right-of-use asset, or is
recorded in profit or loss if the carrying
amount of the right-of-use asset has been

reduced to zero.

The Group presents right-of-use assets
that do not meet the definition of
investment property in “property, plant
and equipment” and presents lease
liabilities separately in the statement of

financial position.
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Notes to the Consolidated Financial Statements (Continued)

B BHRERME (&)

For the year ended 31 December 2019 (Expressed in Renminbi unless otherwise indicated) 222019412 531 AIFF/E (4 5F# @?’57/‘ KARBS)
SIGNIFICANT ACCOUNTING POLICIES

(CONTINUED)

A
fn

2.

China NT Pharma Group Company Limited |

()

Leased assets (continued)

As a lessee (continued)

(B)

Policy applicable prior to 1 January 2019

In the comparative period, leases which
do not transfer substantially all the risks
and rewards of ownership to the Group

were classified as operating leases.

Payments made under the leases were
charged to profit or loss in equal
instalments over the accounting periods
covered by the lease term, except
where an alternative basis was more
representative of the pattern of benefits
to be derived from the leased asset. Lease
incentives received were recognised in
profit or loss as an integral part of the
aggregate net lease payments made.
Contingent rentals were charged to profit
or loss in the accounting period in which

they were incurred.

2.

Annual Report 2019

TEESEBER ()

()

HEZE (

ﬁ—Ln\
(%)

EAEFE AN (FB)

(B)

F2019F1 A18 ZATEAM
BUR

RELBERE - FTERNEKR
BHOEBRERT EEBEE
AEBHHESEAKLER
Ec
BEHEELNNREER
EHFTREN MR -
NEHEEBRERMR - B0
B H B 0] BB b % A
HEBEMEENREER
Al oh - BB EER
ER=RPERAAEEFH
RABFENAEK D - HAH
SHEAEEENETHMEER
= AR IR o



Notes to the Consolidated Financial Statements (Continued)

AR M ()

For the year ended 31 December 2019 (Expressed in Renminbi unless otherwise indicated) 22019412 531 A1t F/% (B Z5 5485+ UAEETT)

TEESEBER ()

f= A

2.

SIGNIFICANT ACCOUNTING POLICIES

(CONTINUED)

(m) Credit losses and impairment of assets

(i)

Credit losses from financial

instruments and contract assets

The Group recognises a loss allowance
for expected credit losses (ECLs) on the

following items:

- financial assets measured at
amortised cost (including cash and
cash equivalents, trade receivables

and other receivables); and

- contract assets as defined in HKFRS
15;

Other financial assets measured at
fair value, including equity securities
measured at FVTPL and equity securities
designated at FVOCI (non-recycling), are

not subject to the ECL assessment.
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Notes to the Consolidated Financial Statements (Continued)
e M EHRKRNE (&)
For the year ended 31 December 2019 (Expressed in Renminbi unless otherwise indicated) 22019412 531 A1t F/% (B F5H#EHI + UAEEFTR)
2. SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)
(m) Credit losses and impairment of assets
(continued)

(i)

China NT Pharma Group Company Limited |

Credit losses from financial
instruments and contract assets
(continued)

Measurement of ECLs

ECLs are probably-weighted estimate of
credit loss. Credit losses are measured
as the present value of all expected cash
shortfalls (i.e. the difference between
the cash flows due to the Group in
accordance with the contract and the
cash flows that the Group expects to

receive).

The expected cash shortfalls are
discounted using the following discount
rates where the effect of discounting is

material:

- fixed-rate financial assets, trade and
other receivables: effective interest
rate determined at initial recognition

or an approximation thereof; and

- variable-rate financial assets: current

effective interest rate.
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Notes to the Consolidated Financial Statements (Continued)
RE M RRMEE (&)
For the year ended 31 December 2019 (Expressed in Renminbi unless otherwise indicated) 22019412 531 A1t F/% (B Z5 5485+ UAEETT)
2. SIGNIFICANT ACCOUNTING POLICIES

(CONTINUED)

(m) Credit losses and impairment of assets

(continued)

(i)

Credit losses from financial
instruments and contract assets

(continued)
Measurement of ECLs (continued)

The maximum period considered
when estimating ECLs is the maximum
contractual period over which the Group

is exposed to credit risk.

In measuring ECLs, the Group takes into
account reasonable and supportable
information that is available without
undue cost or effort. This includes
information about past event, current
conditions and forecasts of future

economic conditions.

ECLs are measured on either of the

following bases:

- 12-month ECLs: these are losses that
are expected to result from possible
default events within the 12 months

after the reporting period date; and

- lifetime ECLs: these are losses that
are expected to result from all
possible default events over the
expected lives of the items to which

the ECL model applies.
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Notes to the Consolidated Financial Statements (Continued)

e R HRR M (R)

For the year ended 31 December 2019 (Expressed in Renminbi unless otherwise indicated) £ 22019412531 A1FFE (45 EEHI + LA EFR)
2. SIGNIFICANT ACCOUNTING POLICIES

(CONTINUED)

(m) Credit losses and impairment of assets

(continued)

(i)
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Credit losses from financial
instruments and contract assets

(continued)
Measurement of ECLs (continued)

Loss allowances for trade receivables are
always measured at an amount equal
to lifetime ECLs. ECLs on these financial
assets are estimated using a provision
matrix based on the Group’s historical
credit loss experience, adjusted for factors
that are specific to the debtors and an
assessment of both the current and
forecast general economic conditions at

the reporting date.

For all other financial instruments
(including pledged deposits and cash and
cash equivalents), the Group recognises
a loss allowance equal to 12-month
ECLs unless there has been a significant
increase in credit risk of the financial
instrument since initial recognition, in
which case the loss allowance is measured

at an amount equal to lifetime ECLs.
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Notes to the Consolidated Financial Statements (Continued)
RE M RRMEE (&)
For the year ended 31 December 2019 (Expressed in Renminbi unless otherwise indicated) 22019412 531 A1t F/% (B Z5 5485+ UAEETT)
2. SIGNIFICANT ACCOUNTING POLICIES

(CONTINUED)

(m) Credit losses and impairment of assets

(continued)

(i)

Credit losses from financial
instruments and contract assets

(continued)
Significant increases in credit risk

In assessing whether the credit risk of
a financial instrument has increased
significantly since initial recognition,
the Group compares the risk of default
occurring on the financial instrument
assessed at the reporting date with that
assessed at the date of initial recognition.
In making this reassessment, the Group
considers that a default event occurs
when (i) the borrower is unlikely to pay
its credit obligations to the Group in
full, without recourse by the Group to
actions such as realising security (if any
is held); or (ii) the financial asset is 360
days past due. 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.
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Notes to the Consolidated Financial Statements (Continued)

e R HRR M (R)

For the year ended 31 December 2019 (Expressed in Renminbi unless otherwise indicated) 22019412 531 A1t F/% (B F5H#EHI + UAEEFTR)
2. SIGNIFICANT ACCOUNTING POLICIES 2. FEFETBUR (@)

(CONTINUED)
(m) Credit losses and impairment of assets (m) EENEEEBELEE (&)
(continued)

(i)  Credit losses from financial (i)

instruments and contract assets
(continued)
Significant increases in credit risk EERREZEM(E)

(continued)

In particular, the following information ABEmME  ENEEVLHE

is taken into account when assessing RUA RIS B R B = 7 78 & 1

whether credit risk has increased 7] B LHEBEUTER:

significantly since initial recognition:

- failure to make payments of —  KREREHIHBR I
principal or interest on their REHHE

contractually due dates;

TR T ARINBRAER

- an actual or expected significant —

212
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deterioration in a financial FEHFIR (nE) BE
instrument’s external or internal B A sk TEH 2 B 4 B
credit rating (if available); BEL:

an actual or expected significant
deterioration in the operating results
of the debtor; and

existing or forecast changes in the

BBEANKEEEER
EHANTARSE LR
BRI Rk

By - ™5 RESOX

technological, market, economic BRECELESTERE
or legal environmental that have BEMNEE  HEBA
a significant adverse effect on the MRS BEEEBNRE

debtor’s ability to meet its obligation

to the Group.
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Notes to the Consolidated Financial Statements (Continued)
e EERRME (E)
For the year ended 31 December 2019 (Expressed in Renminbi unless otherwise indicated) 22019412 531 A1t F/% (B Z5 5485+ UAEETT)
2. SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)
(m) Credit losses and impairment of assets
(continued)

(i)

Credit losses from financial
instruments and contract assets
(continued)

Significant increases in credit risk

(continued)

Depending on the nature of the
financial instruments, the assessment
of a significant increase in credit risk is
performed on either an individual basis or
a collective basis. When the assessment
is performed on a collective basis, the
financial instruments are grouped based
on share credit risk characteristics, such as

past due status and credit risk ratings.

ECLs are measured at the end of each
reporting period to reflect the changes
in the financial instrument’s credit risk
since initial recognition. Any change
in the ECL amount is recognised as an
impairment gain or loss in profit or loss.
The Group recognises an impairment
gain or loss for all financial instruments
with a corresponding adjustment to their
carrying amount through a loss allowance

account.

PR R
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Notes to the Consolidated Financial Statements (Continued)
RE B RERMEE (F)
For the year ended 31 December 2019 (Expressed in Renminbi unless otherwise indicated) 22019412 531 A1t F/% (B F5H#EHI + UAEEFTR)
2. SIGNIFICANT ACCOUNTING POLICIES

(CONTINUED)

(m) Credit losses and impairment of assets

(continued)

(i)

China NT Pharma Group Company Limited |

Credit losses from financial
instruments and contract assets

(continued)
Basis of calculation of interest income

Interest income recognised in accordance
with note 2(z)(iv) 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 the
amortised cost (i.e. the gross carrying
amount less loss allowance) of the

financial asset.

At the end of each reporting date, the
Group assesses whether a financial
asset is credit-impaired. A financial asset
is credit-impaired when one or more
events that have a detrimental impact on
the estimated future cash flows of the

financial asset have occurred.

Evidence that a financial asset is
credit-impaired includes the following

observable events:

- significant financial difficulties of the
debtor;

- a breach of contract, such as a

default or past due event;

2. TEEEBER (@)
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Notes to the Consolidated Financial Statements (Continued)

e TR HRR M (R)

For the year ended 31 December 2019 (Expressed in Renminbi unless otherwise indicated) 222019412 531 A1FFE (45 EEHI + LA ETTR)
2. SIGNIFICANT ACCOUNTING POLICIES

(CONTINUED)

(m) Credit losses and impairment of assets

(continued)

(i)

Credit losses from financial
instruments and contract assets

(continued)

Basis of calculation of interest income

(continued)

- it becoming probable that the
debtor will enter into bankruptcy or

other financial reorganisation;

- significant changes in the
technological, market, economic or
legal environmental that have an

adverse effect on the debtor; or

- the disappearance of an active
market for a security because of

financial difficulties of the issuer.

Write off policy

The gross carrying amount of a financial
asset is written off (either partially or in
full) to the extent that there is no realistic
prospect of recovery. This is generally the
case when the Group determines that the
debtor does not have assets or sources
of income that could generate sufficient
cash flows to repay the amount subject to

the write-off.

Subsequent recoveries of an asset that
was previously written off are recognised
as a reversal of impairment in profit or
loss in the period in which the recovery

Ooccurs.
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Notes to the Consolidated Financial Statements (Continued)
RE B RERMEE (F)
For the year ended 31 December 2019 (Expressed in Renminbi unless otherwise indicated) 22019412 531 A1t F/% (B F5H#EHI + UAEEFTR)
2. SIGNIFICANT ACCOUNTING POLICIES

(CONTINUED)

(m) Credit losses and impairment of assets

(continued)

(i)
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Impairment of other non-current

assets

Internal and external sources of
information are reviewed at the end
of each reporting period to identify
indications that the following assets may
be impaired or, except in the case of
goodwill, an impairment loss previously
recognised no longer exists or may have

decreased:

- property, plant and equipment,

including right-of-use assets;

- intangible assets;

- construction in progress;

— goodwill; and

- investments in subsidiaries in the
Company’s statement of financial

position.

If any such indication exists, the asset’s
recoverable amount is estimated. In
addition, for goodwill, intangible assets
that are not yet available for use and
intangible assets that have indefinite
useful lives, the recoverable amount is
estimated annually whether or not there

is any indication of impairment.

2. TEEEBER (@)
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Notes to the Consolidated Financial Statements (Continued)
e M EHRRHE (&)
For the year ended 31 December 2019 (Expressed in Renminbi unless otherwise indicated) 22019412 531 A1t F/% (B Z5 5485+ UAEETT)
2. SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)
(m) Credit losses and impairment of assets
(continued)

(i)

Impairment of other non-current

assets (continued)

Calculation of recoverable amount

The recoverable amount of an asset
is the greater of its 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. Where an asset does
not generate cash inflows largely
independent of those from other
assets, the recoverable amount
is determined for the smallest
group of assets that generates
cash inflows independently (i.e. a

cash-generating unit).
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Notes to the Consolidated Financial Statements (Continued)
AR e B R IR AL ()
For the year ended 31 December 2019 (Expressed in Renminbi unless otherwise indicated) 22019412 531 A1t F/% (B F5H#EHI + UAEEFTR)
2. SIGNIFICANT ACCOUNTING POLICIES

(CONTINUED)

(m) Credit losses and impairment of assets

(continued)

(i)
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Impairment of other non-current

assets (continued)

Recognition of impairment losses

An impairment loss is recognised in
profit or loss if the carrying amount
of an asset, or the cash-generating
unit to which it belongs, exceeds
its recoverable amount. Impairment
losses recognised in respect of
cash-generating units are allocated
first to reduce the carrying amount
of any goodwill allocated to the
cash-generating unit (or group
of units) and then, to reduce the
carrying amount of the other assets
in the unit (or group of units) on
a pro rata basis, except that the
carrying value of an asset will not
be reduced below its individual
fair value less costs of disposal (if
measurable), or value in use (if

determinable).

2. TEEEBER (@)

(if)
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Notes to the Consolidated Financial Statements (Continued)
e M EHRRHE (&)
For the year ended 31 December 2019 (Expressed in Renminbi unless otherwise indicated) 22019412 531 A1t F/% (B Z5 5485+ UAEETT)
2. SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)
(m) Credit losses and impairment of assets
(continued)

(i)

Impairment of other non-current

assets (continued)

Reversals of impairment losses

In respect of assets other than
goodwill, an impairment loss
is reversed if there has been a
favourable change in the estimates
used to determine the recoverable
amount. An impairment loss in

respect of goodwill is not reversed.

A reversal of an impairment loss
is limited to the asset’s carrying
amount that would have been
determined had no impairment
loss been recognised in prior years.
Reversals of impairment losses are
credited to profit or loss in the
year in which the reversals are

recognised.
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Notes to the Consolidated Financial Statements (Continued)
RE B RERMEE (F)
For the year ended 31 December 2019 (Expressed in Renminbi unless otherwise indicated) 22019412 531 A1t F/% (B F5H#EHI + UAEEFTR)
2. SIGNIFICANT ACCOUNTING POLICIES

(CONTINUED)

(m) Credit losses and impairment of assets

(continued)

(iii)
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Interim financial reporting and
impairment

Under the Rules Governing the Listing
of Securities on the Stock Exchange, the
Group is required to prepare an interim
financial report in compliance with HKAS
34, Interim financial reporting, in respect
of the first six months of the financial
year. At the end of the interim period,
the Group applies the same impairment
testing, recognition, and reversal criteria
as it would at the end of the financial

year (notes 2(m)(i) and (ii)).

Impairment losses recognised in an
interim period in respect of goodwill are
not reversed in a subsequent period. This
is the case even if no loss, or a smaller
loss, would have been recognised had the
impairment been assessed only at the end
of the financial year to which the interim

period relates.
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Notes to the Consolidated Financial Statements (Continued)

AN
:%/T\I:I

AR M ()

For the year ended 31 December 2019 (Expressed in Renminbi unless otherwise indicated) 222019412 531 A1FFE (45 EEHI + LA ETTR)
SIGNIFICANT ACCOUNTING POLICIES

(CONTINUED)

2.

(n)

Inventories

Inventories are carried at the lower of cost and

net realisable value.

Cost is calculated using the weighted average
cost formula and comprises all costs of
purchase, costs of conversion and other costs
incurred in bringing the inventories to their

present location and condition.

Net realisable value is the estimated selling
price in the ordinary course of business less
the estimated costs of completion and the

estimated costs necessary to make the sale.

When inventories are sold, the carrying amount
of those inventories is recognised as an expense
in the period in which the related revenue is
recognised. The amount of any write-down of
inventories to net realisable value and all losses
of inventories are recognised as an expense in
the period the write-down or loss occurs. The
amount of any reversal of any write-down of
inventories is recognised as a reduction in the
amount of inventories recognised as an expense

in the period in which the reversal occurs.
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Notes to the Consolidated Financial Statements (Continued)

B BHRERME (&)

For the year ended 31 December 2019 (Expressed in Renminbi unless otherwise indicated) £ Z20194 12531 A 1FF/E ( ﬂ?‘wﬁfﬁ@?ﬁ/‘ KARBS)
SIGNIFICANT ACCOUNTING POLICIES

(CONTINUED)

A
8=

2.
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(0)

Contract liabilities

A contract liabilities is recognised when the
customer pays consideration before the Group
recognises the related revenue (see note
(2)(2)(i)).

recognised if the Group has an unconditional

A contract liability would also be

right to receive consideration before the Group
recognises the related revenue. In such cases,
a corresponding receivable would also be

recognised (note (2)(p)).

Trade and other receivables

A receivable is recognised when the Group has
an unconditional right to receive consideration.
A right to receive consideration is unconditional
if only the passage of time is required before
payment of that consideration is due. If revenue
has been recognised before the Group has an
unconditional right to receive consideration,

the amount is presented as a contract asset.

Receivables are stated at amortised cost using
the effective interest method less allowance for

credit losses (see note 2(m)(i)).

2.
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Notes to the Consolidated Financial Statements (Continued)

AN
:%/T\I:I

AR M ()

For the year ended 31 December 2019 (Expressed in Renminbi unless otherwise indicated) 222019412 531 A1FFE (45 EEHI + LA ETTR)
SIGNIFICANT ACCOUNTING POLICIES

(CONTINUED)

2.

(q)

Cash and cash equivalents

Cash and cash equivalents comprise cash at
banks and on hand, demand deposits with
banks and other financial institutions, and
short-term, highly liquid investments that are
readily convertible into known amounts of
cash and which are subject to an insignificant
risk of changes in value, having been within
three months of maturity at acquisition. Bank
overdrafts that are repayable on demand and
form an integral part of the Group’s cash
management are also included as a component
of cash and cash equivalents for the purpose of
the consolidated statement of cash flows. Cash
and cash equivalents are assessed for expected
credit losses (ECL) in accordance with the policy

set out in note 2(m)(i).

Trade and other payables

Trade and other payables are initially
recognised at fair value and are subsequently
stated at amortised cost unless the effect of
discounting would be immaterial, in which case

they are stated at cost.

Interest-bearing borrowings

Interest-bearing borrowings are measured
initially at fair value less transaction
costs. Subsequent to initial recognition,
interest-bearing borrowings are stated at
amortised cost using the effective interest
method. Interest expense is recognised in
accordance with the Group’s accounting policy

for borrowing costs (see note 2(bb)).
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Notes to the Consolidated Financial Statements (Continued)

e R HRR M (R)

For the year ended 31 December 2019 (Expressed in Renminbi unless otherwise indicated) 22019412 531 A1t F/% (B F5H#EHI + UAEEFTR)
FEETTBE (#)

2. SIGNIFICANT ACCOUNTING POLICIES 2.
(CONTINUED)

(t) Employee benefits

(i)  Short term employee benefits and
contributions to defined contribution

retirement plans

Salaries, annual bonuses, paid annual
leave, contributions to defined
contribution retirement plans and the cost
of non-monetary benefits are accrued in
the year in which the associated services
are rendered by employees. Where
payment or settlement is deferred and the
effect would be material, these amounts

are stated at their present values.

Contributions to appropriate local
defined contribution retirement schemes
pursuant to the relevant labour rules and
regulations in the PRC are recognised as

an expense in profit or loss as incurred.

(i) Share-based payments
The fair value of share options granted to
employees is recognised as an employee
cost with a corresponding increase in
a capital reserve within equity. The
fair value is measured at grant date
using the binomial lattice model, taking
into account the terms and conditions
upon which the options were granted.
Where the employees have to meet
vesting conditions before becoming
unconditionally entitled to the options,
the total estimated fair value of the
options is spread over the vesting period,
taking into account the probability that

the options will vest.
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Notes to the Consolidated Financial Statements (Continued)

AN
:%/T\I:I

AR M ()

For the year ended 31 December 2019 (Expressed in Renminbi unless otherwise indicated) 222019412 531 A1FFE (45 EEHI + LA ETTR)
SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

2.

(t)

Employee benefits (continued)

(i)

Share-based payments (continued)

During the vesting period, the number
of share options that is expected to vest
is reviewed. Any resulting adjustment
to the cumulative fair value recognised
in prior years is charged/credited to the
profit or loss for the year of the review,
unless the original employee expenses
qualify for recognition as an asset, with a
corresponding adjustment to the capital
reserve. On vesting date, the amount
recognised as an expense is adjusted
to reflect the actual number of share
options that vest (with a corresponding
adjustment to the capital reserve) except
where forfeiture is only due to not
achieving vesting conditions that relate to
the market price of the Company’s shares.
The equity amount is recognised in the
capital reserve until either the option is
exercised (when it is included in share
capital for the shares issued) or the option
expires (when it is released directly to

accumulated losses).
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Notes to the Consolidated Financial Statements (Continued)

AN
:%/T\I:I

BB ()

For the year ended 31 December 2019 (Expressed in Renminbi unless otherwise indicated) £ 22019412531 A1FFE (45 EEHI + LA EFR)
SIGNIFICANT ACCOUNTING POLICIES

(CONTINUED)

2.
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(t)

Employee benefits (continued)

(iii)

Share award scheme

The Company operates a share award
scheme for the purpose of providing
incentives and rewards to eligible
participants. An employee share trust
is established and administered by an
independent trustee and is funded by
the Group’s cash contributions. The
considerations paid including any related
transaction costs by the Company to
purchase shares of the Company for the
Scheme are deducted from equity as an
employee share trust. The administrator
of the employee share trust purchases the
Company’s shares in the open market as
award shares to employees upon vesting.
Upon vesting of the award shares, the
corresponding amount in the shares
held under share award scheme will be

transferred to the relevant employees.

Termination benefits

Termination benefits are recognised at the
earlier of when the Group can no longer
withdraw the offer of those benefits and
when it recognises restructuring costs
involving the payment of termination

benefits.

2.
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Notes to the Consolidated Financial Statements (Continued)

B BERERME (&)

For the year ended 31 December 2019 (Expressed in Renminbi unless otherwise indicated) 222019412 531 AIFFE (4 5F# @?57/‘ KARBST)
SIGNIFICANT ACCOUNTING POLICIES

(CONTINUED)

e
8=

2.

(u)

Income tax

Income tax expense comprises current tax and
movements in deferred tax assets and liabilities.
Current tax and movements in deferred tax
assets and liabilities are recognised in profit
or loss except to the extent that they relate
to items recognised in other comprehensive
income or directly in equity, in which case the
relevant amounts of tax are recognised in other
comprehensive income or directly in equity,

respectively.

Current tax is the expected tax payable on the
taxable income for the year, using tax rates
enacted or substantively enacted at the end of
the reporting period and any adjustment to tax

payable in respect of previous years.

Deferred tax assets and liabilities arise from
deductible and taxable temporary differences
respectively, being the differences between
the carrying amounts of assets and liabilities
for financial reporting purposes and their
tax bases. Deferred tax assets also arise from

unused tax losses and unused tax credits.

2.
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Notes to the Consolidated Financial Statements (Continued)

B BHRERME (&)

For the year ended 31 December 2019 (Expressed in Renminbi unless otherwise indicated) 222019412 531 AIFF/E (4 5F# @?57/‘ KARBS)
SIGNIFICANT ACCOUNTING POLICIES

(CONTINUED)

A
8=

2.

China NT Pharma Group Company Limited |

(u)

Income tax (continued)

Apart from certain limited exceptions, all
deferred tax liabilities and all deferred tax
assets to the extent that it is probable that
future taxable profits will be available against
which the asset can be utilised, are recognised.
Future taxable profits that may support the
recognition of deferred tax assets arising from
deductible temporary differences include those
that will arise from the reversal of existing
taxable temporary differences, provided
those differences relate to the same taxation
authority and the same taxable entity, and are
expected to reverse either in the same period
as the expected reversal of the deductible
temporary difference or in periods into which
a tax loss arising from the deferred tax assets
can be carried back or forward. The same
criteria are adopted when determining whether
existing taxable temporary differences support
the recognition of deferred tax assets arising
from unused tax losses and credits, that is,
those differences are taken into account if
they relate to the same taxation authority and
the same taxable entity, and are expected to
reverse in a period, or periods, in which the tax

loss or credit can be utilised.

2.
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Notes to the Consolidated Financial Statements (Continued)

RE M RRMEE (&)

For the year ended 31 December 2019 (Expressed in Renminbi unless otherwise indicated) 22019412 531 A1t F/% (B Z5 5485+ UAEETT)

2. SIGNIFICANT ACCOUNTING POLICIES 2. FESITHE#E)
(CONTINUED)

The limited exceptions to recognition of RELEMIBEERBENAR
deferred tax assets and liabilities are those BISNME BB PR 7 &
temporary differences arising from goodwill SHBHNEEMSIBEREE
not deductible for tax purposes, the initial BAERELTZEE EM &
recognition of assets or liabilities that affect ERBE NN EENBE(EAET
neither accounting nor taxable profit (provided AREBEHNBS) UARERR
they are not part of a business combination) BN A 2R EFTal BumE k=
and temporary differences relating to B NMBERTER  RBRRAE
investments in subsidiaries to the extent that, B A ARG R - BERTER
in the case of taxable differences, the Group RPN AA e DM R 22 - ot
controls the timing of the reversal and it is AR THRESR - AR A EE
probable that the differences will not reverse ERRBRINZER o

in the foreseeable future, or in the case of
deductible differences, unless it is probable that

they will reverse in the future.

The amount of deferred tax recognised is EERANELERIBHERSIZRE
measured based on the expected manner of EXGEERAERNTERZER IS
realisation or settlement of the carrying amount BRI - UREHARD E R ER
of the assets and liabilities, using tax rates EEAMNTESTE c RIEFHIBE
enacted or substantively enacted at the end of ERBEHTEMRGE -

the reporting period. Deferred tax assets and

liabilities are not discounted.

The carrying amount of a deferred tax asset is AEEGESBREARTHEREL
reviewed at the end of each reporting period MIBEEMREE - MRTHA§E
and is reduced to the extent that it is no longer MG RANERT N AERSE
probable that sufficient taxable profits will be RN - BREE AT LAF
available to allow the related tax benefit to be 1K o 20 B 1& 7] L ERAS B $9 Y FE SR A
utilised. Any such reduction is reversed to the A E - BRI T AR E o

extent that it becomes probable that sufficient

taxable profits will be available.

Additional income taxes that arise from the ARBEDIREENRBEINTFHRN
distribution of dividends are recognised when TSR B B EEEREER

the liability to pay the related dividends is

recognised.
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Notes to the Consolidated Financial Statements (Continued)

e R HRR M (R)

For the year ended 31 December 2019 (Expressed in Renminbi unless otherwise indicated) 22019412 531 A1t F/% (B F5H#EHI + UAEEFTR)
FEETTBE (#)

2. SIGNIFICANT ACCOUNTING POLICIES 2.

(CONTINUED)

(u) Income tax (continued)
Current tax balances and deferred tax balances,
and movements therein, are presented
separately from each other and are not offset.
Current tax assets are offset against current
tax liabilities, and deferred tax assets against
deferred tax liabilities, if the Company or
the Group has the legally enforceable right
to set off current tax assets against current
tax liabilities and the following additional

conditions are met:

- in the case of current tax assets and
liabilities, the Group intends either
to settle on a net basis, or to realise
the asset and settle the liability

simultaneously; or

- in the case of deferred tax assets and
liabilities, if they relate to income taxes
levied by the same taxation authority on

either:

- the same taxable entity; or

- different taxable entities, which,
in each future period in which
significant amounts of deferred tax
liabilities or assets are expected to
be settled or recovered, intend to
realise the current tax assets and
settle the current tax liabilities on
a net basis or realise and settle

simultaneously.
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Notes to the Consolidated Financial Statements (Continued)

B BERERME (&)

For the year ended 31 December 2019 (Expressed in Renminbi unless otherwise indicated) 222019412 531 AIFFE (4 5F# @?57/‘ KARBST)
SIGNIFICANT ACCOUNTING POLICIES

(CONTINUED)

e
8=

2.

(V)

Provisions and contingent liabilities

Provisions are recognised for liabilities of
uncertain timing or amount when the Group
or the Company has a legal or constructive
obligation arising as a result of a past event,
it is probable that an outflow of economic
benefits will be required to settle the obligation
and a reliable estimate can be made. Where the
time value of money is material, provisions are
stated at the present value of the expenditure

expected to settle the obligation.

Where it is not probable that an outflow of
economic benefits will be required, or the
amount cannot be estimated reliably, the
obligation is disclosed as a contingent liability,
unless the probability of outflow of economic
benefits is remote. Possible obligations,
whose existence will only be confirmed by the
occurrence or non-occurrence of one or more
future events are also disclosed as contingent
liabilities unless the probability of outflow of

economic benefits is remote.
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Notes to the Consolidated Financial Statements (Continued)

e R HRR M (R)

For the year ended 31 December 2019 (Expressed in Renminbi unless otherwise indicated) 22019412 531 A1t F/% (B F5H#EHI + UAEEFTR)
2. SIGNIFICANT ACCOUNTING POLICIES 2.

(CONTINUED)

China NT Pharma Group Company Limited |

(w) Financial liabilities and equity

investments
Classification as debt or equity

Debt and equity instrument 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 resident interest in the assets of an
entity after deducting all of its liabilities. Equity
instruments issued by the Group 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.
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Notes to the Consolidated Financial Statements (Continued)

e TR HRR M (R)

For the year ended 31 December 2019 (Expressed in Renminbi unless otherwise indicated) 222019412 531 A1FFE (45 EEHI + LA ETTR)
2. SIGNIFICANT ACCOUNTING POLICIES 2.

(CONTINUED)

(w) Financial liabilities and equity
investments (continued)
Financial liabilities at FVTPL

A financial liability may be designated as at

FVTPL upon initial recognition if:

- such designation eliminates or
significantly reduces a measurement or
recognition inconsistency that would

otherwise arise; or

- the financial liability forms part of a
group of financial assets or financial
liabilities or both, which is managed
and its performance is evaluated on a
fair value basis, in accordance with the
Group's documented risk management
and investment strategy, and information
about the grouping is provided internally

on that basis; or

- it forms part of a contract containing
one or more embedded derivatives, and
HKFRS 9 permits the entire combined
contract to be designated as at FVTPL.
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Notes to the Consolidated Financial Statements (Continued)

e R HRR M (R)

2. SIGNIFICANT ACCOUNTING POLICIES 2.

(CONTINUED)

(w) Financial liabilities and equity

For the year ended 31 December 2019 (Expressed in Renminbi unless otherwise indicated) 22019412 531 A1t F/% (B F5H#EHI + UAEEFTR)

TEESEBER ()

China NT Pharma Group Company Limited |

investments (continued)

Financial liabilities at FVTPL (continued)

For financial liability that designated as at
FVTPL, the amount of change in the fair value
of the financial liability that is attributable to
changes in the credit risk of that liability is
recognised in other comprehensive income,
unless the recognition of the effects of
changes in the liability’s credit risk in other
comprehensive income would create or enlarge
an accounting mismatch in profit or loss.
Changes in fair value attributable to a financial
liability’s credit risk that are recognised in other
comprehensive income are not subsequently
reclassified to profit or loss; instead, they
are transferred to accumulated losses upon

derecognition of the financial liability.

Financial liabilities at amortised cost

Financial liabilities including bank and other
borrowings, trade and other payables are
subsequently measured at amortised cost, using

the effective interest method.

Annual Report 2019

BAfEIABENEREIE

J

5 RAEREERRE

ELXENAABEEHSEREME
ERARER - BRIEREMEEEA
BRABRNEERRESH 2 FE
HER R INB RS SFTEREC -
REMEZERAEINERAE
REERREXNAAEES K
BTIEEHHRERD - MEER
IR AEREARGTER -

RBHNAINEN TR EE
SRAE(BRRITREMERN
KB 5 R E AR R R R KA
BERN BRI BHRATTE -



Notes to the Consolidated Financial Statements (Continued)

B BERERME (&)

For the year ended 31 December 2019 (Expressed in Renminbi unless otherwise indicated) 222019412 531 A1FFE (45 EEHI + LA ETTR)
SIGNIFICANT ACCOUNTING POLICIES

(CONTINUED)

e
8=

2.

(x)

Derivative financial instruments

Derivatives financial instruments are recognised
at fair value. At the end of each reporting
period, the fair value is remeasured. The gain
or loss on remeasurement to fair value is

recognised immediately in profit or loss.

Redeemable convertible preference
shares and convertible bonds

(i) Redeemable convertible preference
shares that contain an equity

component

The component parts of the redeemable
convertible preference shares are
classified separately as financial
liability and equity in accordance
with the substance of the contractual
arrangements and the definitions
of a financial liability and an equity
instrument. A conversion option that will
be settled by the exchange of a fixed
amount of cash or another financial asset
for a fixed number of the Company’s
own equity instruments is an equity
instrument.

At the date of issue, the fair value
of the liability component (including
any embedded non-equity derivatives
features) is estimated by measuring the
fair value of similar liability that does not

have an associated equity component.
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Notes to the Consolidated Financial Statements (Continued)

B BHRERME (&)

For the year ended 31 December 2019 (Expressed in Renminbi unless otherwise indicated) 222019412 531 AIFF/E (4 5F# @?’57/‘ KARBS)
SIGNIFICANT ACCOUNTING POLICIES

(CONTINUED)

A
fn

2.

China NT Pharma Group Company Limited |

(y)

Redeemable convertible preference

shares and convertible bonds
(continued)

(i)

Redeemable convertible preference
shares that contain an equity

component (continued)

A conversion option classified as equity
is determined by deducting the fair value
of the liability component from the fair
value of the compound instrument as a
whole at the issue date. This is recognised
and included in equity, net of income
tax effects, and is not subsequently
remeasured. In addition, the conversion
option classified as equity will remain
in equity until the conversion option is
exercised, in which case, the balance
recognised in equity will be transferred
to share premium and share capital.
Where the conversion option remains
unexercised at the maturity date of the
convertible preference shares, the balance
remained in equity. No gain or loss is
recognised in profit or loss upon exercise

of the conversion option.

Transaction costs that relate to the issue
of the redeemable convertible preference
shares are allocated to the liability and
equity components in proportion to
the allocation of the gross proceeds.
Transaction costs relating to the equity
component are charged directly to equity.
Transaction costs relating to the liability
component are included in the carrying

amount of the liability portion.

2.
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Notes to the Consolidated Financial Statements (Continued)

e TR HRR M (R)

For the year ended 31 December 2019 (Expressed in Renminbi unless otherwise indicated) 222019412 531 AIFFE (4 5F# @?’57/‘ KARBST)
2. SIGNIFICANT ACCOUNTING POLICIES

(CONTINUED)

(y)

Redeemable convertible preference

shares and convertible bonds
(continued)

(if)

Convertible bonds that contain debt

and derivative components

A conversion option that will be settled
other than by the exchange of a fixed
amount of cash or another financial asset
for a fixed number of the Group’s own
equity instruments is a conversion option

derivative.

At the date of issue, both the debt
component and derivative component are
recognised at fair value. In subsequent
periods, the debt component of the
convertible bonds is carried at amortised
cost using the effective interest method.
The derivative component is measured
at fair value with changes in fair value

recognised in profit or loss.

Transaction costs that relate to the issue
of the convertible bonds are allocated
to the debt and derivative components
in proportion to their relative fair values.
Transaction costs relating to the derivative
component are charged to profit or loss
immediately. Transaction costs relating
to the debt component are included in
the carrying amount of the debt portion
and amortised over the period of the
convertible bonds using the effective

interest method.

OB %

2.

TEESEBER ()

(y) BJHE O] a] #a R 18 5t A% Ko A] i

EH (8)
(i) PEEBEAITELIEIY
7 AR E 5
i 2% 5 3B 3B A B FE £ 58
2R EME R E EHRE

X

BE#EBE ZARBRATA
MmaEE - Mo BB ENT
I

REBEITHH  BHED RIT
£TH % LR /NI IR
B RNEREE - ATREKE
FHREBEBOERBERAM R

SEIRH R AT - 4T T
ABHRAABIHE  BA

EZEBNIRRER -

BITARREFNEBER S
RARBEHEITET AR

WEHAABELASER
ZMEE D - STETEHLD
B MR R P AN BlEE A8
o B E 9 M AE B 32 5 X
Rt AEHEH D HEREE -
I 58 AR B R A FOR AR AT R AR
B F R EITHESH -

EEEEE | FEHBE20109

237



238

Notes to the Consolidated Financial Statements (Continued)

e R HRR M (R)

For the year ended 31 December 2019 (Expressed in Renminbi unless otherwise indicated) 42201912731 H1H /% (B 55# @?57/‘ KARHIT)

TEESEBER ()

2. SIGNIFICANT ACCOUNTING POLICIES 2.
(CONTINUED)
(z) Revenue and other income
Income is classified by the Group as revenue
when it arises from the sale of goods or the
provision of services in the ordinary course of

the Group’s business.

Revenue is recognised when control over
a product or service is transferred to the
customer at the amount of promised
consideration to which the Group is expected
to be entitled, excluding those amounts
collected on behalf of third parties. Revenue
represented the sales value of goods sold less

returns, discounts and value added tax.

Further details of the Group’s revenue and
other income recognition policies are as

follows:

(i)  Sales of goods

Revenue is recognised when control of
the goods has transferred, being when
the goods have been shipped to the
customer’s specific locations (delivery).
Following delivery, the customer has full
discretion over the manner of distribution
and price to sell the goods, has the
primary responsibilities when selling the
goods and bears the risks of obsolescence
and loss in relation to the goods. A
receivable is recognised by the Group
when the goods are delivered to the
customer as this represents the point of
time at which the right to consideration
becomes unconditional, as only the
passage of time is required before

payment is due.
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Notes to the Consolidated Financial Statements (Continued)

e TR HRR M (R)

For the year ended 31 December 2019 (Expressed in Renminbi unless otherwise indicated) 222019412 531 A1FFE (45 EEHI + LA ETTR)
2. SIGNIFICANT ACCOUNTING POLICIES 2.

(CONTINUED)
(z) Revenue and other income (continued)
(i) Sales of goods (continued)
The only performance obligation of the
contracts with customers is the provision
of pharmaceutical products ordered by
the customers and this performance

obligation is satisfied at a point of time.

There is no warranty clause in the

contracts with customers.

(i)  Sub-licensing fee income
Sub-licensing fee income is recognised on
an accruals basis and in accordance with

the terms of the relevant agreement.

(iii) Government grants/subsidy income

Government grants/subsidy income is
recognised in the consolidated statement
of financial position initially when there
is reasonable assurance that it will be
received and that the Group will comply
with the conditions attached to them.
Government grants/subsidy income that
compensate the Group for expense
incurred are recognised as income in
profit or loss on a systematic basis in
the same periods in which the expenses
are incurred. Government grants/subsidy
income that compensate the Group for
the cost of an asset are deducted from
the carrying amount of the asset and
consequently are effectively recognised
in profit or loss over the useful life of
the asset by way of reduced depreciation

expense.
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Notes to the Consolidated Financial Statements (Continued)

e R HRR M (R)

For the year ended 31 December 2019 (Expressed in Renminbi unless otherwise indicated) 222019412 531 AIFF/E (4 5F# @?’57/‘ KARBS)
2. SIGNIFICANT ACCOUNTING POLICIES

(CONTINUED)
(z) Revenue and other income (continued)

(iv)

Interest income

Interest income is recognised as it accrues

using the effective interest method.

(aa) Translation of foreign currencies

(i)

China NT Pharma Group Company Limited |

Functional and presentation currency

Items included in the financial statements
of each entity in the Group are measured
using the currency that best reflects the
economic substance of the underlying
events and circumstances relevant to
that entity (“functional currency”). The
functional currency of the Company
and its subsidiaries outside Mainland
China is Hong Kong dollars and the
functional currency of the subsidiaries in
Mainland China is Renminbi. The financial
statements are presented in Renminbi

("presentation currency”).

Transactions and balances

Foreign currency transactions during
the year are translated at the foreign
exchange rates ruling at the transaction
dates. Monetary assets and liabilities
denominated in foreign currencies are
translated at the foreign exchange rates
ruling at the end of the reporting period.
Exchange gains and losses are recognised

in profit or loss.
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Notes to the Consolidated Financial Statements (Continued)
RE M RRMEE (&)
For the year ended 31 December 2019 (Expressed in Renminbi unless otherwise indicated) 22019412 531 A1t F/% (B Z5 5485+ UAEETT)
2. SIGNIFICANT ACCOUNTING POLICIES

(CONTINUED)

(aa) Translation of foreign currencies

(continued)

(if)

Transactions and balances (continued)

Non-monetary assets and liabilities that
are measured in terms of historical cost
in a foreign currency are translated using
the foreign exchange rates ruling at the
transaction dates. The transaction date
is the date on which the Group initially
recognises such non-monetary assets or

liabilities.

The results of operations outside
Mainland China are translated into
Renminbi at the exchange rates
approximating the foreign exchange rates
ruling at the dates of the transactions.
Statement of financial position items are
translated into Renminbi at the closing
foreign exchange rates at the end of the
reporting period. The resulting exchange
differences are recognised in other
comprehensive income and accumulated
separately in equity in the exchange

reserve.

On disposal of an operation outside
Mainland China, the cumulative amount
of the exchange differences relating to
that operation is reclassified from equity
to profit or loss when the profit or loss on

disposal is recognised.
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Notes to the Consolidated Financial Statements (Continued)

AN
:%/T\I:l

BB ()

For the year ended 31 December 2019 (Expressed in Renminbi unless otherwise indicated) £ 22019412531 A1FFE (45 EEHI + LA EFR)
SIGNIFICANT ACCOUNTING POLICIES

(CONTINUED)

(bb) Borrowing costs

2.
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(cc)

Borrowing costs that are directly attributable to
the acquisition, construction or production of
an asset which necessarily takes a substantial
period of time to get ready for its intended use
or sale are capitalised as part of the cost of that
asset. Other borrowing costs are expensed in

the period in which they are incurred.

The capitalisation of borrowing costs as part
of the cost of a qualifying asset commences
when expenditure for the asset is being
incurred, borrowing costs are being incurred
and activities that are necessary to prepare
the asset for its intended use or sale are in
progress. Capitalisation of borrowing costs is
suspended or ceases when substantially all the
activities necessary to prepare the qualifying
asset for its intended use or sale are interrupted

or complete.

Research and development

Expenditure on research activities is recognised
as an expense in the year in which it is incurred.
Expenditure on development expenditure
is capitalised if the product or process is
technically and commercially feasible and
the Group has sufficient resources and the

intention to complete development.

2.
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Notes to the Consolidated Financial Statements (Continued)
RE M RRMEE (&)
For the year ended 31 December 2019 (Expressed in Renminbi unless otherwise indicated) 22019412 531 A1t F/% (B Z5 5485+ UAEETT)
2. SIGNIFICANT ACCOUNTING POLICIES

(CONTINUED)

(dd) Non-current assets held for sale and

discontinued operations

(i)

Non-current assets held for sale

A non-current asset (or disposal group)
is classified as held for sale if it is highly
probable that its carrying amount will
be recovered through a sale transaction
rather than through continuing use and
the asset (or disposal group) is available
for sale in its present condition. A
disposal group is group of assets to be
disposed of together as a group in a
single transaction, and liabilities directly
associated with those assets that will be

transferred in the transaction.

When the Group is committed to a
sale plan involving loss of control of a
subsidiary, all the assets and liabilities
of that subsidiary are classified as held
for sale when the above criteria for
classification as held for sale are met,
regardless of whether the Group will
retain a non-controlling interest in the

subsidiary after the sale.
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Notes to the Consolidated Financial Statements (Continued)

e R HRR M (R)

For the year ended 31 December 2019 (Expressed in Renminbi unless otherwise indicated) £ 22019412531 A1FFE (45 EEHI + LA EFR)
2. SIGNIFICANT ACCOUNTING POLICIES

(CONTINUED)

(dd) Non-current assets held for sale and

discontinued operations (continued)

(i)

China NT Pharma Group Company Limited |

Non-current assets held for sale

(continued)

Immediate before classification as
held for sale, the measurement of the
non-current assets (and all individual
assets and liabilities in a disposal group)
is bought up-to-date in accordance
with the accounting policies before the
classification. Then, on initial classification
as held for sale and until disposal, the
non-current assets (except for certain
assets as explained below), or disposal
groups, are recognised at the lower of
their carrying amount and fair value less
costs to sell. The principal exceptions to
this measurement policy so far as the
financial statements of the Group and
the Company are concern are deferred
tax assets, assets arising from employee
benefits, financial assets (other than
investments in subsidiaries, associates and
joint ventures) and investment properties.
These assets, even if held for sale, would
continue to be measured in accordance
with the policies set out elsewhere in note
2.

Impairment losses on initial classification
as held for sale, and on subsequent
remeasurement while held for sale, are
recognised in profit or loss. As long as a
non-current asset is classified as held for
sale, or is included in a disposal group
that is classified as held for sale, the
non-current asset is not depreciated or

amortised.
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Notes to the Consolidated Financial Statements (Continued)

e TR HRR M (R)

For the year ended 31 December 2019 (Expressed in Renminbi unless otherwise indicated) 222019412 531 AIFFE (4 5F# @?’57/‘ KARBST)
2. SIGNIFICANT ACCOUNTING POLICIES

(CONTINUED)

(dd) Non-current assets held for sale and

discontinued operations (continued)

(i)

Discontinued operations

A discontinued operation is a component
of the Group’s business, the operations
and cash flows of which can be clearly
distinguished from the rest of the Group
and which represents a separate major
line of business or geographical area
of operations, or is part of a single
co-ordinated plan to dispose of a separate
major line of business or geographical
area of operations, or is a subsidiary

acquired exclusively with a view to resale.

Classification as a discontinued operation
occurs upon disposal or when the
operation meets the criteria to be
classified as held for sale, if earlier. It

occurs if the operation is abandoned.

Where an operation is classified as
discontinued, a single amount is
presented on the face of the statement of

profit or loss, which comprises:

- the post-tax profit or loss of the

discontinued operation; and

- the post-tax gain or loss recognised
on the measurement to fair value
less costs to sell, or on the disposal,
of the assets or disposal group(s)
constituting the discontinued

operation.
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Notes to the Consolidated Financial Statements (Continued)

B BHRERME (&)

For the year ended 31 December 2019 (Expressed in Renminbi unless otherwise indicated) £ Z20194 12531 A 1FF/E ( ﬂ?‘wﬁfﬁ@?ﬁ/‘ KARBS)
SIGNIFICANT ACCOUNTING POLICIES

(CONTINUED)

(ee) Related parties

A
8=

2.

(a)

A person, or a close member of that

person’s family, is related to the Group if

that person:

(iii)

has control or joint control over the

Group;

has significant influence over the

Group; or

is a member of the key management
personnel of the Group or the

Group’s parent.

An entity is related to the Group if any of

the following conditions applies:

(i)

(i)

(iii)

China NT Pharma Group Company Limited |

The entity and the Group are
members of the same group (which
means that each parent, subsidiary
and fellow subsidiary is related to
the others).

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).

Both entities are joint ventures of

the same third-party.

2.
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Notes to the Consolidated Financial Statements (Continued)

B BERERME (&)

For the year ended 31 December 2019 (Expressed in Renminbi unless otherwise indicated) 2201912731 H1H /% (B 55# @?’57/‘ KARHEIT)

TEESEBER ()

e
8=

2.

SIGNIFICANT ACCOUNTING POLICIES

(CONTINUED)

(ee) Related parties (continued)

(b)

An entity is related to the Group if any
of the following conditions applies:
(continued)

(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.

(vi) The entity is controlled or

jointly-controlled by a person

identified in (a).

(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 it is a part, provides

management personnel services to

the Group or the Group’s parent.

Close members of the family of a person
are those family members who may be
expected to influence, or be influenced
by, that person in their dealings with the
entity.
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Notes to the Consolidated Financial Statements (Continued)

e R HRR M (R)

For the year ended 31 December 2019 (Expressed in Renminbi unless otherwise indicated) 222019412 531 AIFF/E (4 5F# @?’57/‘ KARBS)
2. SIGNIFICANT ACCOUNTING POLICIES 2.

(CONTINUED)
(ff) Segment reporting

Operating segments, and the amounts of
each segment item reported in the financial
statements, are identified from the financial
information provided regularly to the Group's
most senior executive management for the
purposes of allocating resources to, and
assessing the performance of, the Group’s
various lines of business and geographical

locations.

Individually material operating segments are
not aggregated for financial reporting purposes
unless the segments have similar economic
characteristics and are similar in respect of the
nature of products and services, the nature
of production processes, the type or class of
customers, the methods used to distribute the
products or provide the services, and the nature
of the regulatory environment. Operating
segments which are not individually material

may be aggregated if they share a majority of

these criteria.

3. ACCOUNTING ESTIMATES AND

JUDGEMENTS

The key assumptions concerning the future and

other key sources of estimation uncertainty at the

end of the reporting period, that have a significant

risk of causing a material adjustment to the carrying

amounts of assets and liabilities within the next

financial year, are described below.
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Notes to the Consolidated Financial Statements (Continued)

AN
:%/T\I:I

AR M ()

For the year ended 31 December 2019 (Expressed in Renminbi unless otherwise indicated) 222019412 531 A1FFE (45 EEHI + LA ETTR)
ACCOUNTING ESTIMATES AND

JUDGEMENTS (CONTINUED)

3.

(a)

Impairment of non-current assets

If circumstances indicate that the carrying
value of an asset may not be recoverable, the
asset may be considered “impaired”, and an
impairment loss may be recognised in profit
or loss. The carrying amounts of assets are
reviewed periodically in order to assess whether
the recoverable amounts have declined below
the carrying amounts. These assets are tested
for impairment whenever events or changes
in circumstances indicate that their recorded
carrying amounts may not be recoverable.
When such a decline has occurred, the carrying

amount is reduced to recoverable amount.

The recoverable amount is the greater of the
fair value less costs of disposal and value in
use. In determining the value in use, expected
cash flows to be generated by the asset
are discounted to their present value at the
appropriate pre-tax discount rates that reflect
the specific risks of the related non-current
assets. Estimation of future cash flows requires
significant judgement relating to the future
level of sales volume, sales revenue and
amount of operating costs. The Group uses all
readily available information in determining an
amount that is a reasonable approximation of
recoverable amount, including estimates based
on reasonable and supportable assumptions
relating to projections of sales volumes, sales

revenue and amount of operating costs.
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Notes to the Consolidated Financial Statements (Continued)

e R HRR M (R)

For the year ended 31 December 2019 (Expressed in Renminbi unless otherwise indicated) 22019412 531 A1t F/% (B 55455 - MAE%"W/ET')

2 Rl FF & H E ()

3. ACCOUNTING ESTIMATES AND 3.
JUDGEMENTS (CONTINUED)

(@) Impairment of non-current assets

(continued)

At 31 December 2019, as disclosed in note
16(e) below, management of the Group
conducted the impairment assessment test,
using the following assumptions, on cash
generating units (“CGUs"”) to which the
Group's intangible assets, being brand rights of
Miacalcic Injection, Miacalcic Nasal Spray and
intellectual property rights of Xi Di Ke and MDS

were allocated:

- Miacalcic Injection: pre-tax discount rate
at 20.30% and expected growth rate of

3% beyond five years.

- Miacalcic Nasal Spray: pre-tax discount
rate of 20.15% and expected growth rate
of 3% beyond five years.

- Xi Di Ke and MDS: pre-tax discount rate

at 22.32% and expected growth rate of

3% beyond five years.

China NT Pharma Group Company Limited | Annual Report 2019

(a)

FEREBEE

‘L

mE (&)

2019412 A318 @ # a0 T~ Kt
Fl16e)TiEE  ASEEEER
ATIREE RSB R EE (B
BEBENEREE S 2 EH A @
WA R Z R 5 RMDS &3 E #%)
BEoinBReELSEN ([ReE
B ) EITRERT B ¢

— BEEBAIFH: AFRZB
FATEEIR R 520.30% M T8 Hf
BEREAE3IY% °

I
=8

REBBEE: AFEZE
ﬁ‘ 108 R 520.15% KR FEHA
R 53% ©

o

— EEENMDS: AFE#2B
THATALIR R 522.32% M TEHA
BRERAE3% o



Notes to the Consolidated Financial Statements (Continued)

B BERERME (&)

For the year ended 31 December 2019 (Expressed in Renminbi unless otherwise indicated) £ Z20194 12531 A1FFE (45 H#EHI) - MAE%"W//TT)
ACCOUNTING ESTIMATES AND

JUDGEMENTS (CONTINUED)

e
8=

3.

(a)

Impairment of non-current assets
(continued)

The above discount rates were determined
based on the weighted average cost of
capital of the Company which also reflected
the specific risks of the respective CGUs
and the above growth rates were not to
exceed the average long-term growth rate
for the relevant industry growth rate for the
business of the respective CGUs. Based on
the impairment assessment tests performed,
the recoverable amounts of the relevant
CGUs, to which Miacalcic Nasal Spray and Xi
Di Ke and MDS were allocated respectively,
exceeded their respective carrying amounts
and as such, no impairment on the carrying
amounts of Miacalcic Nasal Spray and Xi Di
Ke and MDS were considered necessary at
31 December 2019, and recoverable amount
of the CGU, to which Miacalcic Injection was
allocated, was lower than its carrying amount,
accordingly, impairment loss of approximately
RMB287,107,000 on Miacalcic Injection was
recognised in the profit or loss during the year
ended 31 December 2019.
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Notes to the Consolidated Financial Statements (Continued)

B BHRERME (&)

For the year ended 31 December 2019 (Expressed in Renminbi unless otherwise indicated) £ 22019412531 A1FFE (45 EEHI + LA EFR)
ACCOUNTING ESTIMATES AND

JUDGEMENTS (CONTINUED)

A
8=

3.

China NT Pharma Group Company Limited |

(a)

Impairment of non-current assets
(continued)

For the purpose of sensitivity analysis on the
potential possible downside effects on the
above impairment assessment test on carrying
amounts of Miacalcic Injection, Miacalcic Nasal
Spray and Xi Di Ke and MDS, had each of the
above pre-tax discount rate been increased
by 1% or each of their above growth rates
decreased by 3% points in the forecast period,
except for Miacalcic Injection and Miacalcic
Nasal Spray, no impairment was required in
these scenarios on their respective carrying

amounts at 31 December 2019.

Depreciation and amortisation of
property, plant and equipment and
interest in leasehold land held for own
use under operating lease

Property, plant and equipment are depreciated
or amortised on a straight-line basis over
their estimated useful lives, after taking
into account their estimated residual values.
Interest in leasehold land held for own use
under operating lease is amortised over the
lease term on a straight-line basis. The Group
reviews the estimated useful lives of the assets
regularly in order to determine the amount
of depreciation and amortisation expense to
be recorded during any reporting period. The
useful lives are based on the Group’s historical
experience with similar assets and taking into
account anticipated technological changes.
The depreciation expense for future periods is
adjusted if there are significant changes from

previous estimates.

3.
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Notes to the Consolidated Financial Statements (Continued)

AN
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AR M ()

For the year ended 31 December 2019 (Expressed in Renminbi unless otherwise indicated) 222019412 531 A1FFE (45 EEHI + LA ETTR)
ACCOUNTING ESTIMATES AND

JUDGEMENTS (CONTINUED)

3.

(c)

Useful lives and amortisation of
intangible assets

The intangible assets with definite useful lives
are amortised on a straight-line basis over
the estimated useful lives. The management
determines the estimated useful life and basis
for amortisation taking into account factors
including but not limited to, contractual terms
of respective contracts, the expected usage
of the assets by the Group based on past
experience, technical obsolescence arising from
changes or improvements in production or
from a change in the market demand for the
products of the assets. The estimation of the
useful life and basis for amortisation is a matter
of judgment based on the experience of the
Group. Management reviews the useful life
and basis for amortisation of intangible assets
annually and, if expectations are significantly
different from previous estimates of useful
economics life, the amortisation rate for future

periods will be adjusted accordingly.

Had different amortisation rates been used to
calculate the amortisation of the intangible
assets, the Group’s result of operations and

financial position could be materially different.
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B BHRERME (&)

For the year ended 31 December 2019 (Expressed in Renminbi unless otherwise indicated) £ Z20194 12531 A1FF/E (5B - MAE%W//JT')
ACCOUNTING ESTIMATES AND

JUDGEMENTS (CONTINUED)

A
8=

3.

China NT Pharma Group Company Limited |

(d)

Indefinite useful life for brand rights of
Miacalcic Injection and Miacalcic Nasal
Spray

As disclosed in note 16(a) to the consolidated
financial statements, the Group has acquired
the exclusive intellectual property rights and
distribution rights associated with trademarks
and brand names for commercialisation of
Miacalcic Injection and Miacalcic Nasal Spray
which are used for treatment of bone pains
caused by osteolysis and lower bone mass,
osteoporosis, Paget’'s disease, hypercalcemia
and reflex sympathetic dystrophy syndrome
in all dosage forms for an indefinite period
of time in the Mainland China and certain
other designated countries. Miacalcic Injection
and Miacalcic Nasal Spray are a well-known
international orthopedic brand for a long time.
Management of the Group considered that
Miacalcic Injection and Miacalcic Nasal Spray
have an indefinite useful life, given the strength
and durability of the brands in treating the
bone pains and level of marketing support.
The risk of market-related factors causing a
reduction in its life is considered to be relatively
low. Up to the date of approval for the
consolidated financial statements, the Group
is not aware of any material legal, regulatory,
contractual, competitive, economic or other
factors that could limit its economics useful life.
Accordingly, Miacalcic Injection and Miacalcic
Nasal Spray are not amortised. Miacalcic
Injection and Miacalcic Nasal Spray are tested
at least annually for impairment which is

further disclosed in note 16(e).
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Notes to the Consolidated Financial Statements (Continued)

B BERERME (&)

For the year ended 31 December 2019 (Expressed in Renminbi unless otherwise indicated) £ Z20194 12531 A1FFE (45 H#EHI) - MAE%"W//TT)
ACCOUNTING ESTIMATES AND

JUDGEMENTS (CONTINUED)

e
8=

3.

(e)

Net realisable value of inventories

Net realisable value of inventories is the
estimated selling price in the ordinary course
of business, less estimated costs to completion
and selling expenses. These estimates are
based on the current market condition and
the historical experience of manufacturing and

selling products of a similar nature.

Net realisable value could change significantly
as a result of changes in customer preferences
and competitor actions in response to market
conditions. Management reassesses these

estimates at the end of each reporting period.

Loss allowance for trade and other
receivables

The Group estimates the loss allowance for
trade receivables by assessing the expected
credit losses (ECLs). This requires the use of
estimates and judgements. ECLs are based
on the Group’s historic credit loss experience,
adjusted for factors that are specific to the
debtors and an assessment of both the current
and forecast of general economic conditions
at the end of reporting period. Where the
estimation is different from the previous
estimate, such difference will affect the
carrying amounts of trade receivables and thus
the impairment loss in the period in which such
estimate is changed. The Group keeps assessing
the expected credit loss of trade receivables

during their expected lives.
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B BHRERME (&)

For the year ended 31 December 2019 (Expressed in Renminbi unless otherwise indicated) £ Z20194 12531 A1FF/E (5B - MAE%"W/ET')
ACCOUNTING ESTIMATES AND

JUDGEMENTS (CONTINUED)

A
fn

3.

China NT Pharma Group Company Limited |

(9)

Functional currency

The Company is carrying out its operating
activities and making management decisions
in Hong Kong and has significant degree of
autonomy from its foreign subsidiaries in the
way its business is managed. In the opinion of
the directors of the Company, the functional

currency of the Company is Hong Kong dollars.

Income taxes and deferred taxation

The Group is subject to corporate income
taxes in the Mainland China and Hong
Kong. Significant judgements are required in
determining the provision for income taxes.
There are many transactions and calculations
for which the ultimate determination is
uncertain during the ordinary course of
business. Where the final tax outcome of these
matters is different from the amounts that were
initially recorded, such difference will impact
the income tax and deferred tax provision in

the year in which such determination is made.

3.

Annual Report 2019

2 Rl FF & H E ()

(9)

ARRRBEEREEELEEFDHL
fEHE R % e < £ %%%
B LEABIMEATESR
%%E$%°$ RAESRA K
REIZMEEERET

BB RIRIE BB

AEBRPE R NEE AR
TEMER - REEMSHBE
RRRIENEEHIET - EH B EBB
RAPEZEXSMFHELN - 98
BRRERERKRAERE M5
ZEERREMBZREALERTY
BEZHRBEAMER  AREZHES
TEFLEHMBECFEZIRE

Tt BB SE TR TR A



Notes to the Consolidated Financial Statements (Continued)
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For the year ended 31 December 2019 (Expressed in Renminbi unless otherwise indicated) 222019412 531 A1FFE (45 EEHI + LA ETTR)
ACCOUNTING ESTIMATES AND

JUDGEMENTS (CONTINUED)

3.

(i)

Fair value of financial liabilities at fair
value through profit or loss

As disclosed in note 35, the fair values of
liabilities component under Put Option of the
redeemable convertible preference shares
are determined using valuation techniques
including reference to other instruments that
are substantially the same, discount cash
flow analysis and binomial pricing model.
The inputs to these models are taken from
observable markets where possible. Details of
the assumptions used in determining the fair
values of the financial liabilities component
under Put Option of the redeemable convertible

preference shares are set out in note 35.

Should any of the estimates and assumptions
changed, if any, it may lead to a material
change in the respective fair value of these

financial liabilities.
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For the year ended 31 December 2019 (Expressed in Renminbi unless otherwise indicated) £ 22019412531 A1FFE (45 EEHI + LA EFR)
ACCOUNTING ESTIMATES AND

JUDGEMENTS (CONTINUED)

3.

China NT Pharma Group Company Limited |

(j)

Impairment assessment on NT
Biopharmaceuticals Jiangsu Co., Ltd.
The Group assesses whether there are any
indicators of impairment for interest in NT
Biopharmaceuticals Jiangsu Co., Ltd. (“NT
Biopharmaceuticals”) at the end of each
reporting period. As disclosed in note 18(ii)
to the consolidated financial statements,
during the year ended 31 December
2019, NT Biopharmaceuticals incurred a
loss of approximately RMB51,016,000
(2018: approximately RMB55,422,000). NT
Biopharmaceuticals is tested for impairment
when there are indicators that the carrying
amount may not be recoverable. An impairment
exists when the carrying value of interest in
NT Biopharmaceuticals exceeds its recoverable
amount, which is the higher of its fair value
less costs of disposal and its value in use. When
value in use calculations are undertaken, the
Group estimates the present values of cash
flows expected to arise from continuing to hold
the investment and choose suitable discount
rates in order to calculate the present values of

those cash flows.
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Notes to the Consolidated Financial Statements (Continued)

B BERERME (&)

For the year ended 31 December 2019 (Expressed in Renminbi unless otherwise indicated) £ Z20194 12531 A1FFE (45 H#EHI) - MAE%"W//TT)
ACCOUNTING ESTIMATES AND

JUDGEMENTS (CONTINUED)

e
8=

3.

(j)

Impairment assessment on NT
Biopharmaceuticals Jiangsu Co., Ltd.
(continued)

The value in use of the interest in NT
Biopharmaceuticals is determined based on
the discounted cash flow projections of NT
Biopharmaceuticals which is prepared by the
management of the Group. The discounted
rate applied of 22.32% (2018: 23.78%) is
determined by using the Capital Assets Pricing
Model, taking into account the applicable
borrowing interest rates immediately before
the projection period and the growth rate
applied is determined based on the expected
long-term inflation in the PRC, while other
key assumptions relating to the estimation
of cash inflows/outflows are determined by
taking into account the financial budgets
approved by NT Biopharmaceuticals’s directors,
past performance of NT Biopharmaceuticals
and expectations of NT Biopharmaceuticals's

management on the market development.

Based on the impairment assessment,
the value in use of the interest in NT
Biopharmaceuticals exceeds its carrying amount
at 31 December 2019 and accordingly, the
directors of the Company considered that
there was no impairment on the interest of NT

Biopharmaceuticals.

Should the parameters adopted in the
calculations of the value in use of the interest
in NT Biopharmaceuticals differ materially,
impairment loss may be required to be

recognised.
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Notes to the Consolidated Financial Statements (Continued)
e RN EE (&)

For the year ended 31 December 2019 (Expressed in Renminbi unless otherwise indicated) 22019412 531 A1t F/% (B F5H#EHI + UAEEFTR)

4. REVENUE 4. WiH
The principal activities of the Group are research and REENFEEXZBEAMERER &
development, manufacturing, sales and distribution EHERNHBEHEER -

of pharmaceutical products.

Continuing operations

HEKEXE
2019 2018
RMB’000 RMB’000

ARBT T ARET T

Revenue from contracts with customers 7 Z& i B 7% #f &5 2 B
within the scope of HKFRS 15 FISREBEANRA
BERERA KR
Sales of proprietary pharmaceutical products  $5 & B 75 %4 5 153,468 307,666
Revenue from Miacalcic mEREBA
— Sales of injectable and nasal products — &4 & ;7 &7 7 & & & 7
EE on 196,975 218,773
— Sub-licensing fee income — R E WA 15,526 45,082
365,969 571,521
The timing of revenue recognition of all revenue MAERFPEARENEFPREAEEE
from contracts with customers is at a point in BAmEHERER AEEEFE
time when a customer obtains control of goods AR MBS TRAREA—FHEMN
transferred by the Group. All of the Group's T o B ENE S B 1S ¥R 22 R 155% BT At
remaining performance obligations for contracts AR THERBHNENZRZER
with customers are for period of one year or less. I 4 7R o

As permitted under HKFRS 15, the transaction
price allocated to these unsatisfied contracts is not

disclosed.

260 China NT Pharma Group Company Limited | Annual Report 2019



Notes to the Consolidated Financial Statements (Continued)
GREMBRERMETE (B)

For the year ended 31 December 2019 (Expressed in Renminbi unless otherwise indicated) 22019412 531 A1t F/% (B Z5 5485+ UAEETT)

5. OTHER REVENUE AND OTHER 5. HitWmREMWKA
INCOME
Continuing operations
=y TS
2019 2018
RMB’000 RMB’000

AR®T T ARBTT

Bank interest income HITH EUA 1,884 2,102
Government grants and subsidies TR T %8 BY K w8 B 2,038 992
Sundry income H g A 2,707 2,746
6,629 5,840
Government grants and subsidies represented BT #58 B) K2 5 B 46 TR AT A4 B 5 ) 2 M
unconditional cash awards granted by government {415 & 12 E) o
authorities.
6. OTHER NET LOSS 6. HitbEiEFHE
Continuing operations
BERKEER
2019 2018
RMB’000 RMB’'000

AR®TR ARBTIT

Net loss on disposal of property, HEME - HE R

plant and equipment IR ETRE 635 299
Cost on litigation settlement SREAM R B A 2,132 -
Net exchange loss b X BB FE 1,508 4,348

4,275 4,647

hEEEBEEE | FERE20109 261
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Notes to the Consolidated Financial Statements (Continued)
AR e B R IR AL ()
For the year ended 31 December 2019 (Expressed in Renminbi unless otherwise indicated) 22019412 531 A1t F/% (B F5H#EHI + UAEEFTR)
7. LOSS BEFORE TAXATION

Loss before taxation is arrived at after charging:

7. BRBAIEE

BATEEDS G TR IE

Continuing operations

BFESEER
2019 2018
RMB’000 RMB’000
AR T ARBEF T
(a) Finance costs: (a) BERA :
Interest on bank and RITREMEE 2 FE

other borrowings 95,458 70,331
Interest on convertible bonds MR ER 2 E 4,115 -
Imputed interest payable to FE — AW B A A

non-controlling shareholders EERBR2HE

of a subsidiary F .8 (M3 18(i0)

(notes 18(ii) and 29) 29) 3,088 10,024
Interest on lease liabilities HEABEZME 386 -
Bank charges RITEA 1,328 700

104,375 81,055
(b) Staff costs (b) EIRA
Contributions to defined EREHEFERIKEE

contribution retirement plans 2 19,010 26,270
Salaries, wages and other benefits e ITEKEMER 75,570 136,828
Equity-settled share-based LA &5 45 E N0 LARR 19

payment expenses ST AT B SR M (B 5

(notes 32(c) and (d)) 32(c) X(d)) 7,462 8,260

102,042 171,358
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Notes to the Consolidated Financial Statements (Continued)
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B BERERME (&)

For the year ended 31 December 2019 (Expressed in Renminbi unless otherwise indicated) 22019412531 A1 /% ( /iﬁ‘;vﬁf Bok - UAEHSIT)

7.

LOSS BEFORE TAXATION
(CONTINUED)

Pursuant to the relevant labour rules and regulations
in the PRC, the Group’s subsidiaries in the PRC
participate in defined contribution retirement
schemes (the “Schemes”) organised by the relevant
local authorities whereby the PRC subsidiaries are
required to make contributions to the Schemes at
rates which range from 15% to 20% (2018: 15% to
20%) of the eligible employees’ salaries during the
year. The relevant local government authorities are
responsible for the entire pension obligations payable

to retired employees.

The Group also operates a Mandatory Provident
Fund Scheme (the “MPF scheme”) under the Hong
Kong Mandatory Provident Fund Schemes Ordinance
for employees employed under the jurisdiction of
the Hong Kong Employment Ordinance. The MPF
scheme is a defined contribution retirement plan
administered by independent trustees. Under the
MPF scheme, the employer and its employees are
each required to make contributions to the plan at
5% (2018: 5%) of the employees’ relevant income,
subject to a cap of monthly relevant income of
HK$30,000 (2018: HK$30,000). Contributions to the

MPF scheme vest immediately.

The Group has no other material obligation for
payment of pension benefits beyond the annual

contributions described above.
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Notes to the Consolidated Financial Statements (Continued)
GEMBRERMETE (B)

For the year ended 31 December 2019 (Expressed in Renminbi unless otherwise indicated) 22019412 531 A1t F/% (B F5H#EHI + UAEEFTR)

7.

LOSS BEFORE TAXATION

7. BRBAIEE ()

(CONTINUED)
Continuing operations
2019 2018
Note RMB’000 RMB'000
P ARETR ARBTT
(c) Other items () HiEE
Cost of inventories FEMAK 21 105,086 149,519
Depreciation of property, NE BERZBZNE
plant and equipment 15 22,521 23,028
Depreciation of right-of-use assets FREEAECHE 15 939 -
Amortisation of lease prepayments AEENTIB 7 Y 15 991 991
Amortisation of intangible assets BMEAEZEH 16 6,680 11,628
Net loss on disposal of property, HEME - BE k&
plant and equipment BETFE 635 299
Auditors’ remuneration: BEMHE
- audit services — Bk 1,478 1,658
— under provision in prior year -BEFEREETR - 16
- non-audit services —EELRE 18 18
Operating lease charges in EAME RERE
respect of properties B 9,924 15,399
Research and development costs MR ERZERA 17,087 34,188
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Notes to the Consolidated Financial Statements (Continued)
RE M RRMEE (&)
For the year ended 31 December 2019 (Expressed in Renminbi unless otherwise indicated) 22019412 531 A1t F/% (B Z5 5485+ UAEETT)
8. INCOME TAX IN THE CONSOLIDATED 8. HMEBEBXRAMEN
STATEMENT OF PROFIT OR LOSS
(a) Income tax in the consolidated (a) LSrEfEmaRANERIE
statement of profit or loss represents:

2019 2018
RMB’000 RMB’000
AR®TR ARBTT

Continuing operations FEREETR
Current tax — PRC Corporate NEARIIA — R B2
Income Tax FriS i
Provision for the year FNEE — 1,540
Under/(over) provision in respect BEFERERR
of prior years (ERER B R) 9,730 (18,565)
,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, 9730 (17,025
Deferred tax JEFE B 1E
Origination and reversal of temporary & B {4 Z 88 7= £ K # [0
| differences (note 31(b) | (W&E310) - 56,885
Income tax expense Fe8mX 9,730 39,860
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Notes to the Consolidated Financial Statements (Continued)
e EERRMEE (E)
For the year ended 31 December 2019 (Expressed in Renminbi unless otherwise indicated) 22019412 531 A1t F/% (B F5H#EHI + UAEEFTR)
8. INCOME TAX IN THE CONSOLIDATED 8. MEBRRAMBH (&)
STATEMENT OF PROFIT OR LOSS
(CONTINUED)

(b) Reconciliation between income tax (b) RERAMEGFTERFTFHEFA
expense and accounting loss at X HE SR 2 FEEHER

applicable tax rates:

2019 2018
RMB’000 RMB’000
AR®T ARETT

Loss before taxation from RERBBEKEELKZ

continuing operations Br B AT ES 18 (583,473) (561,999)
Notional tax on profit before LRRAER R AR 2B

taxation, calculated at the tax PGB Rt EBR B AT

rates applicable in the jurisdictions % | H)4 & §1 18

concerned (notes (i) and (i) (B &G R (i) (123,419) (115,031)
Tax effect of non-deductible TR HIBRAE B EBELE

expenses 114,950 129,773
Tax effect of non-taxable income N UANFIIBFE (35,135) (44,439)
Tax effect of unused tax losses RERARBAMBIE

not recognised EECMIETE 43,621 32,284
Reversal of temporary difference  SCATHER A E I = 27 [0

previously recognised - 56,885
Effect of tax preferential treatment B EFBZ 2 - (1,027)
Tax effect of other temporary ERREAMERER Y

differences recognised WMIETE (17) (20)
Under/(over) provision in respect @A FEBEETRE,

of prior years (AR 1) 9,730 (18,565)

Income tax expense for the year FRREFELEER 2
from continuing operations Frig®if X 9,730 39,860
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Notes to the Consolidated Financial Statements (Continued)

e TR HRR M (R)

For the year ended 31 December 2019 (Expressed in Renminbi unless otherwise indicated) 22019412 531 A1t F/% (B Z5 5485+ UAEETT)

8. INCOME TAX IN THE CONSOLIDATED

STATEMENT OF PROFIT OR LOSS
(CONTINUED)

(b)

Reconciliation between income tax
expense and accounting loss at
applicable tax rates: (continued)

Notes:

8.

REBEBERAMEH (&)

(b) }Qiﬁﬁﬂ%ﬁfu #E@Fﬁ L%E‘a
XS EE R e R
(42

(A8 )

B i

(i)

Pursuant to the rules and regulations of the
Cayman Islands and the British Virgin Islands
("BVI"), the Group is not subject to any income
tax in the Cayman Islands and BVI.

The Company’s subsidiaries in the Hong Kong
Special Administrative Region are subject to
Hong Kong Profits Tax at tax rate of 16.5%
(2018: 16.5%).
made for the Hong Kong subsidiaries for the
years ended 31 December 2019 and 2018, as
these subsidiaries either derived no income

No income tax provision is

subject to Hong Kong Profits Tax or sustained
tax losses for Hong Kong Profits Tax purposes.

For the year ended 31 December 2019, the
Company’s subsidiaries in PRC are subject to a
statutory income tax rate of 25% (2018: 25%,
except for the subsidiary which is qualified
for High and New Technology Enterprises and
would be entitled to enjoy a beneficial tax rate
of 15%).

9. DISCONTINUED OPERATION
On 15 December 2017, the Company and a supplier

entered into an agreement for the termination of

an exclusive sales and promotion agreement. With

effect from December 2017, the Group ceased third

party pharmaceutical promotion and sales in the

PRC, which was classified as discontinued operation.
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Notes to the Consolidated Financial Statements (Continued)
GEMBRERMETE (B)

For the year ended 31 December 2019 (Expressed in Renminbi unless otherwise indicated) 22019412 531 A1t F/% (B F5H#EHI + UAEEFTR)

9. DISCONTINUED OPERATION 9. ERLEEXRK (A
(CONTINUED)
2018
RMB’000
ARBTT
Loss for the year from discontinued FRARBCDARLREXBNER

operation:

Revenue W g -
Cost of sales 6 AR -
Gross profit E A -
Impairment loss of other receivables H b W IERE B B (T X))

(note below) (90,640)
Impairment loss of trade receivables Z 5 W IEREEE (271,263)
Loss before taxation K T4 Bl S 1B (361,903)
Income tax FriS %% -
Loss for the year from discontinued operation 4 I3 B B 4 1H 48 & ¥ 75 1) 5 18 (361,903)
Impairment loss of other receivables (note (a)) H b JB U X IB R E 5 1B (M 5E(a)) (90,640)
Impairment loss of trade receivables (note (b)) & 5 /& U A 6 B &5 18 (MY 5E(b)) (271,263)
Loss per share sRESE
Basic, from discontinued operation HA  RECKRIELEER (23.11) cents &
Diluted, from discontinued operation B RO RIEEEER (23.11) cents 7
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Notes to the Consolidated Financial Statements (Continued)
e MR EE (&)

For the year ended 31 December 2019 (Expressed in Renminbi unless otherwise indicated) 22019412 531 A1t F/% (B Z5 5485+ UAEETT)

9. DISCONTINUED OPERATION 9. BRILKEEK (#)
(CONTINUED)
Notes: (a) In November 2018, a supplier of the Group, MsE : (@) M2018F118 > A& E —Z#

from which a balance of RMB90,640,000
was receivable and brought forward from 31
December 2017, entered into an exclusive
market promotion service agreement with an
independent third party for marketing its key
product for a period of ten years. In view of
the Group’s discontinued business relationship
with this supplier and no settlement was
received from it during the year up to the date
of approval of these financial statements, full
impairment loss of RMB90,640,000 has been
recognised in profit or loss for the year ended
31 December 2018.

As the supplier entered into an exclusive
market promotion service agreement with
an independent third party to market its
products as referred in note (a) above, other
distributors (including those with outstanding
balances with the Group) have no longer the
right to sell the products. They experienced
default in payment by their customers, which
in turn affected their ability to settle the debts
due to the Group. Based on the assessment
of the expected credit losses, the Group has
recognized a provision for impairment of trade
receivables of RMB271,263,000 for the year
ended 31 December 2018.

OB %

i

EE (EEKRB2017412 4
31H &8 2 AR #90,640,000
TLEERR) E— 2B F = HRI N
BRMSEEHE  UEHEEE
BER - BH10F - EEIAE
BEmzEHER ZBERERES
K MERNEEIEZSTE
HEAHMELIEE B2
R EE B ARE90,640,0007T
REE2018F12A31B L EE
ZBERER -

AN A PR FE(a) ATt - P AE
BE—EBYE=ZAIVAR
MEEEHEAEHEER -
HEMoiHm (BEEAEEAR
TBERRTERN D) TEERH
EEMMEN FELLERE
FPEXH AUTERERAARE
EEEEFKNE N - BEEH
EEEENME  AEEREZE
2018F12A31HIEFERRE
SERFBEREREERARE
271,263,0007T °



Notes to the Consolidated Financial Statements (Continued)

e R HRR M (R)

For the year ended 31 December 2019 (Expressed in Renminbi unless otherwise indicated) 22019412 531 A1t F/% (B F5H#EHI + UAEEFTR)

10. DIRECTORS’ EMOLUMENTS 10. EEFHM
Directors’ emoluments disclosed pursuant to section RIBEE B QR GG FE383()NE R A F
383(1) of the Hong Kong Companies Ordinance and (BEERZEENZER) ROIE28 M E
Part 2 of the Companies (Disclosure of Information EEHMOT
about Benefits of Directors) Regulation are as
follows:
Year ended 31 December 2019 HZE2019F12A831H L EE
Salaries, Equity-settled
allowances Retirement  share-based
Directors’  and henefits  Discretionary scheme payment
fees in kind honuses  contributions expenses Total
NEEEE
e BER TR R
Eznd ENRlE BERL  BAGEMRY  XANEM st
(note)
W)

RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB000
AR®TR  ARMTR  ARBTR  ARWTI  ARNTR  ARMTR

Executive directors HTES

Ng Tit RE - 6,336 - 16 - 6,352
Chin Yu 5 - 5,500 - 15 - 5,515
Wu Weizhong 2hA - 1,201 - 132 - 1,333

Wang Fei (appointed o~ T (201915108
10112019 and resigned ~~ EZERN2019%F117
on 29/11/2019) 9BEf) - 1,194 - 99 5,071 6,364

Non-executive directors #1785

Qian Wei g4l = - - - - :
Lou Jianying (resigned on 7 (#2019F 11529

29112019) 3i3) - - - - - .
Independent non- BukifEs

executive Directors

Pan Fei (appointed on AR (12020835208

20132020) EZf) - - - - - -
Tze Shan Haison Yu Gl 20 - - - - 220
Zhao Yubiao (appointed on  #E % (120198128318

31120019) 3319 - - - - - -
Patrick Sun (resigned on ~ ¥TEE (R2019F 125318

31/1212019) B 220 - - - - 220
Yan Hong (resigned on -~ B3 (12020834208

20/3/2020) 419 174 - - - - 174
Total 2] 614 14,231 - 262 5,071 20,178
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Notes to the Consolidated Financial Statements (Continued)
GREMBRERMETE (B)

For the year ended 31 December 2019 (Expressed in Renminbi unless otherwise indicated) 22019412 531 A1t F/% (B Z5 5485+ UAEETT)

10. DIRECTORS’ EMOLUMENTS 10. EEFM (&)
(CONTINUED)
Year ended 31 December 2018 HZE2018F12A31ALEFE
Salaries, Equity-settled
allowances Retirement share-based
Directors' ~ and benefits  Discretionary scheme payment
fees in kind bonuses  contributions expenses Total
NEREE
1)) MR 1
ESHg Einfla BMERL  RINHERT  XO0RMH )
(note)
)

RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB000
ARETR  ARBTRL  ARBTR  ARETR  ARETR  ARETR

Executive directors HTES

Ng Tit RE - 6,215 2715 16 - 8,946
Chin Yu %% - 01 - - 3518 3739
Wu Weizhong RBL - 1,961 - 143 956 3,060
Wang Fei (appointed on TR (342019417108

10/112019) EEH) . . _ _ ) }

Non-executive directors #1783

Qian Wei 1 - - - - - -
Lou Jianyin gpa - - _ _ _ _
Independent non- BIFyTES
executive Directors
Patrick Sun TFE 20 - - - - 220
Yan Hong (appointed on B34 (34201856158
15/6/2018) EZH) 19 - - - - 119
Lap-Chee Tsui (resigned on 3322 (H2018%6A158
15/6/2018) BT 101 - - - - 101
Tze Shan Hailson Yu Eell 220 - - - - 220
Total B 660 8,397 2,715 159 4474 16,405
Note: These represent the estimated value of share awards Mid . SR AREFME LRGN REIN K
granted to the directors on the date of grant. The i BEAR) B ETEE - LLEIRH REIR
value of these share awards is measured according BB TH 2 T 52 (t) (i) B 358 7 5= [ LA A%
to the Group’s accounting policies for share-based MERNR SIS ERE -

payment transactions as set out in note 2(t)(iii).
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Notes to the Consolidated Financial Statements (Continued)
RE B RERMEE (F)
For the year ended 31 December 2019 (Expressed in Renminbi unless otherwise indicated) 22019412 531 A1t F/% (B F5H#EHI + UAEEFTR)
11. INDIVIDUALS WITH HIGHEST M. BEEFMAL
EMOLUMENTS
Of the five individuals with the highest paid AEEN T ESERFMATERENE
EE(2018F - =HE=E)  HENFH
BHA B SE108 58 - Efh—& A+ (2018
F-MBALD)OFMEREDT :

emoluments, four directors (2018: three directors)
are directors whose emoluments are disclosed in
note 10. The aggregate of the emoluments in respect
of the other one individual (2018: two individuals)

are as follows:

2019 2018

RMB’000 RMB'000

ARE T ARET T

Salaries and other emoluments ¥4 2 E th %7 B 689 3,111

Contributions to retirement RIRTEFIET B

benefits schemes 98 143
Equity-settled share-based LAKE 25 45 B30 DA PR D 2 1~ &) 2 B

payment expenses 1,400 1,477

2,187 4,731

B MeEd—5 AL (20184 : M
ZAANL)BFN FATNEE

The emoluments of the other one individual (2018:
two individuals) with the highest emoluments are

within the following bands:

272

2019 2018

Number of Number of

individuals individuals

AE AE

HK$1,000,001 to HK$1,500,000 1,000,001 7T %1,500,000/% 7T = -
HK$1,500,001 to HK$2,000,000 1,500,001% T %£2,000,000/% T = 1
HK$2,000,001 to HK$2,500,000 2,000,001 7t £2,500,000/% 7T 1 -

HK$2,500,001 to HK$3,000,000
HK$3,000,001 to HK$3,500,000
Over HK$3,500,000

2,500,001/ 7 £3,000,000% 7T
3,000,001/ 7L £3,500,000% 7T
#8383,500,0007 7T

China NT Pharma Group Company Limited |
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Notes to the Consolidated Financial Statements (Continued)
AR RMEE (E)

For the year ended 31 December 2019 (Expressed in Renminbi unless otherwise indicated) #Z2019%F 12 31 AIFEE (B 5 H#EHI + UA RIS T)

12. DIVIDENDS 12. RE
(a) Dividends payable to equity (a) FRNEBNAAAIERKREZ
shareholders of the Company i B

attributable to the year

2019 2018
RMB’000 RMB’000
AR®T ARBTT

Final dividend proposed after the R4 B R E & A K HA
end of the reporting period of REERZAET
HK$Nil (2018: HK$Nil) per share (2018%F : =& L) - -

(b) Dividends payable to equity (b) FARHE N FH) E— @8
shareholders of the Company HEERNARAIERRR
attributable to the previous financial OS]

year, approved and paid during the

year
2019 2018
RMB’000 RMB’000
AR TR ARETT
Final dividend in respect of FRRE R EME
the previous financial year, B FERRBARE
approved and paid during T T (20184 -
the year of HK$Nil (2018: 3.5 L)
HK$3.5 cents) - 56,709

PEXEBZESEE | FEHRSF2019
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Notes to the Consolidated Financial Statements (Continued)
e RN EE (&)

For the year ended 31 December 2019 (Expressed in Renminbi unless otherwise indicated) 22019412 531 A1t F/% (B F5H#EHI + UAEEFTR)

13. LOSS PER SHARE 13. BREHE
(a) Basic loss per share (a) BRELXRERE
The calculation of basic loss per share is based ERERNBEEFAEDREBEFAN
on the loss attributable to equity shareholders RATREZRREMBBEARE
of the Company of RMB587,590,000 (2018: 587,590,0007T (20184 : AR
RMB957,666,000) and the weighted average 957,666,0007T) K & N 31T H) &
number of 1,764,008,000 ordinary shares 38 A Y DN #E 7 15 201,764,008,000
(2018: 1,565,810,000) in issue during the year. B% (20184 : 1,565,810,0000%) -
2019 2018
RMB’000 RMB'000
ARMT T AR T T
Loss attributable to equity AT IR R E(LEE
shareholders of the Company (587,590) (595,763)
Loss from discontinued operation  ZN/2 &) # 25 J% BB (5 7R
attributable to equity EIE I S 3 10
shareholders of the Company =] _ (361,903)
(587,590) (957,666)
Weighted average number of ordinary ZERMEFIGE (RAX)
shares (basic)
2019 2018
Number of Number of
shares shares
RHBE P fn 8B
'000 ‘000
TR T %
Issued ordinary shares at 1 January R1ATEMBEZEITEBR 1,606,463 1,558,577
Effect of shares repurchased, RIFER D ZE TS
granted and held under EHEBEEROOZE
Share Award Scheme (24,164) (24,037)
Effect of conversion of convertible 3G a[# k&% ol # &
bonds/convertible preference BRBH e
shares 181,709 31,270
At 31 December MW12A31H 1,764,008 1,565,810
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Notes to the Consolidated Financial Statements (Continued)

e TR HRR M (R)

For the year ended 31 December 2019 (Expressed in Renminbi unless otherwise indicated) £ Z20194 12531 A 1FF/E ( /iﬁ‘;vﬁf Bk WA REST)
13. LOSS PER SHARE (CONTINUED)

(b)

Diluted loss per share

The calculation of diluted loss per share does
not assume the exercise of the Company’s
outstanding share options or conversion of
outstanding redeemable convertible preference
shares and convertible bonds of the Company
which had an anti-dilutive effect. Accordingly,
diluted loss per share was the same as the basic
loss per share for the years ended 31 December
2019 and 2018.

14. SEGMENT REPORTING

The Group manages its businesses by business

lines. In a manner consistent with the way in which

information is reported internally to the Group's

most senior executive management for the purposes

of resource allocation and performance assessment,

the Group has presented the following two

reportable segments:

Proprietary products production and sales:
revenue from production and sales of NT
branded products and generic drugs through
the Company’s subsidiaries, Suzhou First
Pharmaceutical Co., Ltd (“Suzhou First

Pharma”) and NT Biopharmaceuticals.

Miacalcic: revenue from selling and marketing
Miacalcic branded products for treatment
of bone pain caused by osteolysis and lower
bone mass, osteoporosis, Paget's disease,
hypercalcemia and reflex sympathetic dystrophy
syndrome and sub-licensing of intellectual
property rights and distribution rights of
Miacalcic Injection and Miacalcic Nasal Spray,

as defined and referred to in note 16(a) below.

13. BIRE B (&)

14.

B Ok

(b)

TR S 18
HEERBEEERYERRT
EARRB M RITHE 2 BRERE
R R ) 8 R AT 60 2 7] fE B AT
RBER R ATARES - AR L
MELMAEREBETE  HRE
F2019%F &2018F12A318 L&
B BREEEERGRERER
IR

/_\.\ngiﬁﬂ:
AEEREBOREEERLE - AKH

AT 51 /& /] 2

AR

MO ELZEF -

DEBEREFEREMAANEE &SR

1TERE

[ :

S ABARREER AT A

BREEMEENMHEE  KamXad
BARBNMHMERAFHMNESH
EZERAR(HMNEERHE]) K
FEEMHELERFEERE R
W fn SR IEE A B o

RER  BERBHEREHAE
BERMERREES5IRZER

T EHIRIE © Paget K B/% » &M
$5IE R AT I R BRI R BIEZ B
EEmMEERARERTERT
ET“‘J&I;uﬁ H(EERTX

BYFE16(a)) 2 AN EEHE B 70 3K -
& | FEHEF2019
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Notes to the Consolidated Financial Statements (Continued)

e R HRR M (R)

For the year ended 31 December 2019 (Expressed in Renminbi unless otherwise indicated) £ 22019412531 A1FFE (45 EEHI + LA EFR)
14. SEGMENT REPORTING (CONTINUED)

(a)

China NT Pharma Group Company Limited |

Segment results, assets and liabilities

For the purpose of assessing segment
performance and allocation resources between
segments, the Group’s most senior executive
management, who are also the executive
directors of the Company, monitors the results,
assets and liabilities attributable to each

reportable segment on the following bases:

- Segment assets include all tangible and
intangible assets and other current and
non-current assets with exception of
unallocated corporate assets. Segment
liabilities include trade and other
payables and bank and other borrowings
attributable to each reporting segment,
with the exception of unallocated

corporate liabilities.

- Revenue and expense are allocated to
the reportable segments with reference
to sales generated by those segments
and the expenses incurred by those
segments or which otherwise arise from
the depreciation or amortisation of assets

attributable to those segments.

Segments results represent profit or loss
attributable to the segment without allocation
of finance costs, certain administrative costs
and directors’ remuneration. Taxation is
not allocated to reportable segments. This
is measure reported to the Group’s most
senior executive management for the purpose
of resources allocation and performance

assessment.

14. B EPRE (&)

(a)

Annual Report 2019
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HEE WARADEQAAEE
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W EEE S I H b FE AT 5K
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- WaEFkAXNIE2EZ
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Notes to the Consolidated Financial Statements (Continued)
GREMBRERMETE (B)

For the year ended 31 December 2019 (Expressed in Renminbi unless otherwise indicated) 22019412 531 A1t F/% (B Z5 5485+ UAEETT)

14. SEGMENT REPORTING (CONTINUED)

(a)

Segment results, assets and liabilities (a)
(continued)

Information regarding the Group’s reportable

segments as provided to the Group’s most

senior executive management for the purposes

of resource allocation and assessment of

segment performance for the years ended 31

December 2019 and 2018 is set out below.

14. 5 B &R & ()

DEFRE  BEENBE(E)

H E20194F %2018F12A31H Lt
FE  RETAEESZSRTHE
BABUSEEREFES X
BHEBASENERS, HFNE
BEE TR T o

Continuing operations

HEEERE
Proprietary products
production and sales Miacalcic Total
BEEREERHE HER @5t
2019 2018 2019 2018 2019 2018

RMB'000  RVB'000
ARMTR ARETR

RMB'000  RMB'000  RMB'000  RVB'000
ARMTR ARBTR ARBTR ARETR

Reportable segment revenue from RENIEP 2R

external customers P ENE 153,468 307,666

212,501 263,855 365,969 571,521

Reportable seqment gross profit A2HAHER 90,057 198847 170,626 223155 260,883 422,002
Reportable segment results EE=DEES (166,69) (238295  (260,064)  (199,329)  (426,760)  (437,624)
Adjusted EBITDA (note (i) BRERHHE TR

WEREH B (WeH) 17,89 27,118

60,041 105,578 11,937 132,69

Other Revenue: Eiplhzs
- Government grants and subsidies TR 2,038 992 = - 2,038 992
- Sundry income = 210N 2,707 2,746 - - 2,707 2,746
FEREBEEZSEER | FE®ET2019
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Notes to the Consolidated Financial Statements (Continued)

AR e B R IR AL ()

For the year ended 31 December 2019 (Expressed in Renminbi unless otherwise indicated) 22019412 531 A1t F/% (B F5H#EHI + UAEEFTR)
14. SEGMENT REPORTING (CONTINUED) 14. D EFHE (&)

interest expense, taxation, depreciation and
amortisation, and excludes fair value change on
financial liabilities at fair value through profit
or loss, impairment loss on trade receivables
and other receivables, property, plant and
equipment and intangible asset.

China NT Pharma Group Company Limited |
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(a) Segment results, assets and liabilities (a) NHEE - EERBEE)
(continued)
Continuing operations
REREER
Proprietary products
production and sales Miacalcic Total
BEERLERHE BER @it
2019 2018 2019 2018 2019 2018
RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000
AE®TR ARBTT ARETR ARETR ARETR ARET:H
Other net loss: AHEREE:
- Net loss on disposal of property, -HENE BRREE
plant and equipment BREE (363) (287) = - (363) (287)
- Costs on litigation settlement -FANRER (2132) - - - (2132) -
Fair value change on financial liabilites ~ RAAEFIABEZ &8
at fair value through profit or loss BEILLES - - (B1733) (04907 (31733)  (304,907)
Share of loss of an associate M-REELA ER @y 01974 - - (27)  (1974)
Depreciation and amortisation TEREE (27.473)  (32,606) - - (21473)  (32,608)
Impairment loss of an intangble asset ~ —BEFEEREEE - (17.682)  (287,107) - (287,107)  (77,682)
Impairment loss of trade receivables, net  BZEMFERESEFE  (133,072) (162618 (1,265 - (134337)  (162,618)
Impairment loss of property, plant N BRRABEAESE
and equipment (10,980) - - - (10,980) -
(Impairment loss)reversal of impaiment M EUE (HEFE)/
loss of other receivables, net FEEEADEE (13,067) 5,519 - - (13,06) 5,519
Reportable segment assets IE2RHPEE 663315 907,125 1,032,879 127,116 1,696,194 2,179,241
Additions to non-current segment EREEERYHPEE
assets during the year 151,620 63,519 - 841 151,620 64,360
Reportable seqment liabilities DEE DRI 907,250 1062805 648,156 668,010 1,555,406  1730,815
Reportable segment capital commitments & 2 5584 K k& 20,000 20,190 = - 20,000 20,190
Note: MI5E -
() Adjusted EBITDA is defined as earnings before ()  AEHABERGFE  FIE - & REHE

ZENAERRFNBRAX  HIE -
TErREHZATN  BTEERAA
BIAERZEHABZAAEE
B - H 5 RUGRIR K b e UL ROR
ME - BERREARBTLEEZR

BEmBE -



Notes to the Consolidated Financial Statements (Continued)

e TR HRR M (R)

For the year ended 31 December 2019 (Expressed in Renminbi unless otherwise indicated) 22019412 531 A1t F/% (B Z5 5485+ UAEETT)
14. SEGMENT REPORTING (CONTINUED) 14. D EFHE (&)

(b) Reconciliations of reportable segment (b) AIZFHD W= B - &
revenue, profit or loss, assets and ;?E&ﬁ%ﬁéﬂiﬂ%
liabilities
Continuing operations
BERSEEL
2019 2018
RMB’000 RMB’000
AR® T AREET T
Revenue U #5
Reportable segment revenue B SRl 365,969 571,521
Loss E’?E
Reportable segment operating loss 2D b <‘<#Eﬁ?§i (426,760) (437,624)
Unallocated head office and ifi fesas kAR
corporate expenses (54,294) (39,088)
Other revenue and other HoAth U 2 K H b U A
income — unallocated —Xxnh 1,884 2,102
Other net loss — unallocated ﬁ?@)&ﬁ% FE - AN (1,780) (4,360)
Share of loss of an associate DME—EBE AR 2
E1a (27) (1,974)
Fair value change on financial BAREIABRZ
liabilities at fair value through THBELARE
profit or loss 2@) 1,880 -
Finance costs LR (104,375) (81,055)
Consolidated loss before taxation BRERIRE B R (BEL
(continuing operations) EETE) (583,472) (561,999)
Assets BE
Reportable segment assets AIZ2@maEEE 1,696,194 2,179,241
Unallocated head office and APBRBEHXNRBEE
corporate assets 102,080 47,921
Consolidated total assets REBEE 1,798,274 2,227,162
Liabilities =R
Reportable segment liabilities 22BN atE 1,555,406 1,730,815
Unallocated head office and Aol R rBE
corporate liabilities 140,945 4,778
Consolidated total liabilities MEBAE 1,696,351 1,735,593
PEXEBZESEE | FEHRSF2019 2179
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Notes to the Consolidated Financial Statements (Continued)

e R HRR M (R)

For the year ended 31 December 2019 (Expressed in Renminbi unless otherwise indicated) £ Z20194 12531 A 1FF/E ( /iﬁ‘;vﬁf Bk WA REST)
14. SEGMENT REPORTING (CONTINUED)

(0)

China NT Pharma Group Company Limited |

Geographic information

The following table sets out information about
the geographical location of the Group’s
revenue from external customers and the
Group’s non-current assets. The geographical
location of the Group’s non-current assets
is based on the physical location of the
non-current assets and in the case of intangible
assets, the location of the use of relevant
intellectual property rights and distribution

rights to which they are allocated.

14- ﬁ%ﬁ*ﬁ% n‘ﬁ

(0)

& B
TEBIIABARERE BT
PrR&uERARBERDEE
IR E 2 AR - AREIFRDE
EZWBUEDRFERDEE
ERBER (MARTEE) #%
75 B 2 0 FRAR B 0 S EE HE I
41 40 B 7 ©

Revenue from
external customers Non-current assets*
RENBEF 2 Wi FROEE
2019 2018 2019 2018
Continuing Discontinued ~ Continuing  Discontinued ~ Continuing Discontinued ~ Continuing  Discontinued
operations  operation  operations  operation  operations  operation  operations  operation
K& BRL & ERIE ot | BAL R B&IE
SERE  BEX®  4ExR BEXE BERR  BERE 4ExR 4EEH
RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000 RMB'000
AEBTR ARMTR ARETR ARETT ARMTR ARMTR ARETR ARET:R
PRC hE 351,136 - 539,610 - 1,464,269 - 1,617,119 -
Hong Kong Bk 1,518 - 4,846 - 6,514 - 2,202 -
Other countries A ER 13,315 - 27,065 - - - - -
365,969 - 571,521 - 1,470,783 - 1,619,321 -
@ Excluding financial asset at FVTPL and o NEEDRIEMEEBEEXGHEEZ

prepayment for acquisition of an intangible
asset of RMB571,000 (2018: RMB559,000) and
RMB17,576,000 (2018: RMB17,191,000) which
were related to operation in the PRC and Hong
Kong, respectively.

Annual Report 2019

BARBEINAEBZZERMEERK
B EEFVEEZEAMNREARE
571,0007T (20184 : A R #559,000
JC) & AR #17,576,0007T (20184 :
AER#17,191,0007T) °



Notes to the Consolidated Financial Statements (Continued)

e TR HRR M (R)

For the year ended 31 December 2019 (Expressed in Renminbi unless otherwise indicated) 22019412 531 A1t F/% (B Z5 5485+ UAEETT)

14. SEGMENT REPORTING (CONTINUED)

(d) Information from major customers

Revenue from major customers, which

individually amounted to 10% or more of the

total revenue, is set out below:

(d)

14. 5 B &R & ()

TEEFZEH
7% 5% @ B B 5 48 e 25 10% 3 A £
MEBRSKEHFIMT -

2019 2018

RMB’000 RMB’000
AR®BT R ARBTT

Continuing operations: BEREXERK:

Customer A Z2EA 133,698 N/A 73 F

Customer B ZFB 77,567 294,452

Customer C ZEC N/A F3i&E H 77,314
N/A - not applicable N/A - 35

PE K

P

EE
=

S

FEHREFE20109
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Notes to the Consolidated Financial Statements (Continued)
AR (8)

For the year ended 31 December 2019 (Expressed in Renminbi unless otherwise indicated) #Z2019%F 12 31 H1FFZ (B 55BN + UA RIS T)

15. FIXED ASSETS 15. BIE&EE
Property, plant and equipment
% BERRE

Furniture, Interests in

Land and Leasehold fixture Property leasehold

buildings Plant and improve-  and office Motor ~ Construction |eased for land held for
held foruse ~ machinery ments  equipment vehicles in progress own use Sub-total own use Total

fiBE &

REBRK EER BfER BRNER
1HRE?  ERRER HE%E  BOZRE fg HRIE ik it 1HER &3t

RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARETR  ARMTR  ARMTR  ARMTZ  ARMTZ  ARBTR  ARBTR  ARBTR  ARRTR  ARETR

Cost: AA:

At 1 January 2018 R018E1718 260,714 76,405 13,034 11,010 7,086 2179 - 370,428 47,754 418,182
Fichange adjustments EfiE - - - 55 9 - - 152 - 152
Additions 2E 9,275 841 - 917 - 52,501 - 63,534 - 63,534
Transfer B 14 188 - - - (332) - - - -
Disposdls i 8 (@3) . (2,505) - = . (297) - (2978)

At 31 December 2018 0185128318 R

and 1 January 2019 01951818 270,133 76,961 13,034 9417 1183 54,348 - 431,136 47,754 478,890
Eichange adjustments Ex@E - - - 16 4 - 9 161 - 161
Additions #E 3,900 307 199 128 - - 5,639 10173 - 10173
Transfer £ - - - - - - - - - -
Disposals hE - (3,064) - (738) (50) - - (3.852) - (3.852)
At 31 December 2019 20195128318 274,033 74,204 13233 8,883 7180 54,308 5131 437,618 47,754 485,372
Accumulated ZtREREH:

depreciation and

amortisation:

At 1 January 2018 01851818 64,443 3325 10,578 6,579 5,221 - - 120,073 5,769 125,842
Eichange adjustments ExSE - - - 2 8 - - 103 - 103
Charge for the year REERH 12,902 6,750 1,258 1,671 u - - 3,028 991 2,019
Wtten back on disposel ~ HEBEE - (426) - (1,882) - - - (2,308) - (2,308)

At 31 December 2018 0185128318 R

and 1 January 2019 01951818 71,345 39,576 11,836 6,389 5,750 - - 140,896 6,760 147,656
Fichange adjustments EfAE - - - 20 46 - 17 8 - 8
Charge for the yer REERH 13047 6710 1205 1M 3 - 92 B460 91 2851
Impairment for the year ~ AFERE 10,980 - - - - - - 10,980 - 10,980
Written back on disposel ~ HEREE - (2.1700) - (461) @5) - - (3.213) - (3213)

| M3TDecember 2019 RIONGFUANE 1o Bsm_ L 1 i EAL L N 71 R 11
Net book value: FEFE:
At 31 December 2019 20195128318 172,661 30,625 1m 1,764 1,061 54,348 4,781 265,412 40,003 305,415
At 31 December 2018 R018E12A318 192,788 37,385 1,198 3,088 1433 54,348 - 290,240 40,99 331,234

282 China NT Pharma Group Company Limited | Annual Report 2019



Notes to the Consolidated Financial Statements (Continued)

e TR HRR M (R)

For the year ended 31 December 2019 (Expressed in Renminbi unless otherwise indicated) 22019412 531 A1t F/% (B Z5 5485+ UAEETT)
15. FIXED ASSETS (CONTINUED) 15. B EEE (&)

Note:

(@) As at 31 December 2019, certain banking facilities
of the Group were secured by certain property,
plant and equipment of the Group with a net
book value amounting of RMB270,271,000 (2018:
RMB79,250,000). Such property is located in PRC
under medium-term land lease (note 27).

Right-of-use assets
The analysis of the net book value of right-of-use

assets by class of underlying assets is as follows:

B &L -

(@) M2019%F12A8318 A&EBEHET
BTMERAEEETDFEARE
270,271,0007C (20184 : AR ¥
79,250,0007T) B5 T3 - BE K&
BIERIF - ZWEMATRE - B+ H
T E (fE27) -

FAEAE
ERREERIEREERNESOER
BREDHMT :

31 December 1 January
2019 2019

2019%F 20194
12A31H 1H1H
RMB’000 RMB’000

ARBT T ARBTT

Property leased for own use, MIEEBRZWE

carried at depreciated cost BITEKRARAR 4,781 -
Ownership interests in leasehold FIEBRONEE L

land held for own use, carried at iRz - NP

cost in the PRC, with remaining lease BAAAASR - B2 T

term between 31 and 44 years B3N E44F 2 [H 40,003 40,594

44,784 40,594
PR EBEER | FEHRE2019
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Notes to the Consolidated Financial Statements (Continued)

e R HRR M (R)

For the year ended 31 December 2019 (Expressed in Renminbi unless otherwise indicated) 22019412531 A1 /% ( /iﬁ‘;vﬁf Bk UA BB T)

15. FIXED ASSETS (CONTINUED) 15.
Right-of-use assets (continued)

The analysis of expense items in relation to leases

recognised in profit or loss is follows:

.Eﬁ? (#&)

5 AERE (1B)
RIERERNBRAEENHZIAR 217
U

2019 2018
RMB’000 RMB’'000
AR®T ARBTT

Depreciation expense of REREERMY Y
right-of-use assets by class of CHRAREEFTERX
underlying assets:
— Interest in leasehold land - FEERZHEE
held for own use T RE 991 991
— Property held for own use - BEERZ2ME 939 -
1,930 991
Interest on lease liabilities HEBBEZHE 386 -
Expenses relating to short-term leases FBETBREREE
not in the measurement of lease BENHESRH
liabilities EHHENAX 9,924 -
Total minimum lease payments for ERIREBER B EAL
leases previously classified as BIUTROERKENREE
operating leases under HKAS 17 WHENRKERENK - 15,399

During the year ended 31 December 2019, additions
to right-of-use assets amounted to RMB5,639,000,
which related to the capitalised lease payments

payable under new tenancy agreement.

Details of total cash outflows for leases and the
maturity analysis of lease liabilities and the future
cash outflows arising from leases that are yet
commenced are set out in notes 24(c) and 28,

respectively.

China NT Pharma Group Company Limited | Annual Report 2019

REZE2019F 128318 LFE  FH
EEELESTE AR ARKEK5,639,000
T BEFEERRET CENERMEEE
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Notes to the Consolidated Financial Statements (Continued)

e TR HRR M (R)

For the year ended 31 December 2019 (Expressed in Renminbi unless otherwise indicated) 22019412 531 A1t F/% (B Z5 5485+ UAEETT)
15. FIXED ASSETS (CONTINUED)

Right-of-use assets (continued)

(i)

(ii)

Ownership interests in leasehold land held

for own use

The Group is the registered owner of these
lands. Lump sum payments were made upfront
to acquire these land interests from their
previous registered owners, and there are no
ongoing payments to be made under the terms

of the land leases.

Property leased for own use

The Group has obtained the right to use the
property as its office premises through tenancy
agreement. The lease typically runs for an initial

period of 3 years.

The lease usually does not include an option to
renew the lease for an additional period after

the end of the contract term.

15. lmﬁ?s(,ﬂ;
FREEE (8)

PE K

(i)

(ii)

EZ

B

FIFERcHE LA e

s

BK

$%E<Z%32%iiﬂ32§£ﬂ%%ﬁ/\ 0
ERAIMEL —RIERFKIAR B E
%Iﬁ%ﬁ/\ﬂﬁlﬁﬁiﬂﬁéﬁ - AR
ZETHHEENESR BT 28E
A AEfa] 3R

MIEBRZYX
AEEERBHREHRZREEY
ERERDSROERAE - HEY)
BHRBAER=F-

HE-RTEFEARNBERER
‘G HEEPRERE -

FEHREFE20109
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Notes to the Consolidated Financial Statements (Continued)
AR (8)

For the year ended 31 December 2019 (Expressed in Renminbi unless otherwise indicated) #Z2019%F 12 31 H1FFZ (B 55BN + UA RIS T)

16. INTANGIBLE ASSETS 16. B EE
Brand New Product
rights with — Intellectual medicine Club develop-
indefinite property Trade-  protection ~ member-  Computer Exclusive ment in
useful life rights marks rights ships software  ageny rights progress Total
AER
REES

JEEE  MEEE AR MEREE  GMER SRER BRAEE RitER a5t
RVBOOD  RMBODD  RMBODD  RMBOOD  RMBOOD  RMBOOD  RMBOOD  RMBOD0  RMBO0D
ARBTTL ARMTT ARMTT ARMTT ARMTT ARSTR ARETT ARETZ ARETZ

Cost: BA:
At 1 January 2018 #2018%1 518 1,190,178 131,425 7,283 9330 1,345 8,186 50,000 - 1,397,747
Additions %% - - - - - 826 - - 826
Eichange adjustments ERAE 57,669 - - - 58 - - - 51,727
At 31 December 2018 and HBERA3IAR

1 January 2019 W9F1A18 1,247,847 131,425 7,283 9330 1403 9,012 50,000 - 1,456,300
Additions %% - - - - - 905 - 14740 148305
Bichange adjustments EiFE 27914 - - - 3 - - - 27,945
At 31 December 2019 MOOERANE L5635 a8 930 144 99T S0 A0 163250
Accumulated amortisation ZHEHRAE

and impairment
At 1 January 2018 201851718 - 23,189 7,283 9330 - 6,019 50,000 - 95,821
Charge for the year TEESH - 10,899 - - - 79 - - 11,628
Impairment for the year KERRE - 77,682 - - - - - - 77,682
At 31 December 2018 and HBERA3ER

1 anuary 2019 D9EIRIE N < N - 6M8 500 BTXE
Charge for the year RERRH - 5,833 - - - 847 - - 6,680
Fichange adjustments ERHE 5,155 5,155
Impairment for the year REERE 287,107 - - - - - - - 8107

WDy RNGRQRNE WG WA3 B 9M - % Sm - o

Net book value: Eofed -
At 31 December 2019 R2019%12A318 983,499 13822 - - 1434 2302 - 147400 1148477
At 31 December 2018 20185127318 1,247,847 19,655 - - 1,403 2,264 - - 12169
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Notes to the Consolidated Financial Statements (Continued)
RE M RRMEE (&)
For the year ended 31 December 2019 (Expressed in Renminbi unless otherwise indicated) 22019412 531 A1t F/% (B Z5 5485+ UAEETT)
16. INTANGIBLE ASSETS (CONTINUED)

On 18 May 2016, NT Pharma
International Company Limited, a wholly
owned subsidiary of the Company
incorporated in Hong Kong (“NT Pharma
HK"), as the purchaser, entered into (i)
an asset purchase agreement (the “Asset
Purchase Agreement”), (ii) a Licence
Agreement (the “Licence Agreement”)
and (iii) a Supply Agreement (the “Supply
Agreement”) with Novartis AG and
Novartis Pharma AG, being companies
organized under the laws of Switzerland
(collectively “Novartis”).

Pursuant to the Asset Purchase
Agreement, Novartis has agreed to
transfer and NT Pharma HK has agreed to
acquire (a) exclusive intellectual property
rights, marketing and distribution rights
associated with the trademarks and brand
names for commercialisation of Miacalcic
branded injectable pharmaceutical
products for treatment of bone pains
caused by osteolysis and lower bone
mass, osteoporosis, Paget’'s disease,
hypercalcemia and reflex sympathetic
dystrophy syndrome in all dosage forms
that are approved, marketed, distributed
and/or sold by Novartis and its affiliates
(the “Miaclcic Injection”) and (b) exclusive
intellectual property rights, marketing
and distribution rights associated with
the trademarks and brand names for
the commercialisation of Miacalcic
branded nasal spray pharmaceutical
products in the form of nasal spray
mainly for treatment of postmenopausal
osteoporosis, that is approved, marketed,
distributed and/or sold by Novartis
and its affiliates (the “Miacalcic Nasal
Spray”), for use in Mainland China and
other designated countries. Miacalcic is
a well-known international orthopedic
brand for a long time.

OB %

16. B EE (#)

()  H2016F58188 + R &}
ER L 0 ARV = I NN B =
MBARMNREBRERRE
A ([REBHES])
(fEAE 7 ) ENovartis AG K&
Novartis Pharma AG (5 &1R
B AGIEARMNRAR &
BMAIFEDITLOEER
Enz((EEBERZ] -
(il)7F 7T & & ([ 77 7l &%
&) Rt ([HE
W&l o

BEEEBENS #HED
EECENENE
ERE KGR HEESE
MEBEEATHE - &
DRI E B R ERE
FEARERKESE5| L2
B B EHRK%IE - Paget
K&% = miSE &R
RBEIERBIE 2 S
AR = BOE 5T A Gh b
m(mEBFFA]) 28
FEEkmEEEEE 2 BR
MBERE  SHEEROHEER
(b)EFEERER A B A+
B - & DR RHE
ENEERERRELESR
ERRENEELCEERS
BEmEER ((REERE
Bill) 2 BRp1E K an b 44 T8 AR
B BRABERE =#HK
2 HiE - PR B A R i
FEEBRER - KRALAK -
BEBRAANEMEREE R
h& o

782

ok ER
% B EE

AR
JiE]
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Notes to the Consolidated Financial Statements (Continued)
RE B RERMEE (F)
For the year ended 31 December 2019 (Expressed in Renminbi unless otherwise indicated) 22019412 531 A1t F/% (B F5H#EHI + UAEEFTR)
16. INTANGIBLE ASSETS (CONTINUED)

China NT Pharma Group Company Limited |

(continued)

Pursuant to the Licence Agreement,
Novartis has granted exclusive licences
for the respective intellectual property
rights, marketing and distribution rights
associated with the trademarks and
brand names of Miacalcic Injection and
Miacalcic Nasal Spray that were acquired,
respectively, by NT Pharma HK under the
Asset Purchase Agreement and Second
SPA (as defined below) for an indefinite
period of time of use in Mainland China
and other designated countries, after
completion dates of their acquisitions.

Miacalcic Injection

The transactions under the Asset Purchase
Agreement, the Licence Agreement, and
the Supply Agreement were approved
by the Company’s shareholders at its
extraordinary general meeting held
on 7 July 2016. The purchase price
for the exclusive intellectual property
rights, marketing and distribution rights
associated with the trademarks and
brand names of Miacalcic Injection under
the Asset Purchase Agreement and the
Licence Agreement, which mainly include
(a) the marketing authorisations and the
Miacalcic import drug licences, (b) the
transferred property (know-how, books
and records, commercial information,
marketing authorisation data and medical
information (and any and all intellectual
property rights in the foregoing), (c)
the transferred domain names, and (d)
trademarks for commercialisation of
Miacalcic Injection branded drugs, for
an indefinite period of time for use in
Mainland China and other designated
countries was US$145 million (equivalent
to approximately RMB1,006,965,000),
after an arm’s length of negotiations
made between the Group and Novartis.

16. B EE (#)

Annual Report 2019

(&)
RIBFFRAIE W% mECH
RRBEBTEDIREEE
BEBZNE _NEEBE
W (E&E R TX) EWREN
BERISNEREERAE
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ZHHERE - EHE R HE
REBRTAE BRRE
WEEETKHRRN S E
P 3 B L Ath 5 E B SR 3 A A
FIRE -

== BT A
MR2016F7/78 #1727 K
REFRNARE L AQARBRR
HEBEEEBEEWS &7
AEmpEREERZEETZ
R o BASEEFENTF
EEk - EHEEBEHZ
RTFABHREETIZE R
ESE 2 EEERMER
THEECBRAMBERE &
HRDIEENEEER145
BEXT(HERHARK
1,006,965,0007T) - A B3 4
FMEZEBHF@LMETTRE
EEEOELTFME (b
BUE(BXNZ BER
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Notes to the Consolidated Financial Statements (Continued)

e TR HRR M (R)

For the year ended 31 December 2019 (Expressed in Renminbi unless otherwise indicated) %é 22019F12731HILFE (BZEEHI) - UAREST)
16. INTANGIBLE ASSETS (CONTINUED)

(a)

Brand rights with indefinite useful life

(continued)

(i)

(continued)
Miacalcic Injection (continued)

Pursuant to the Supply Agreement,
Novartis shall manufacture and supply
Miacalcic Injection branded products at
the supply price effective on 7 July 2016
that are based upon consolidated total
production costs of Novartis. Novartis may
adjust the supply price on a unit-by-unit
basis in accordance with the respective
actual percentage increase or decrease
in the consolidated total production
costs, as applicable, calculated in the
ordinary course of business consistent
with past practice and consistent with
the calculation of the supply price in the
basis agreed with Novartis, provided that
(a) there will be no upward adjustment in
the first two years after 7 July 2016, and
(b) the after-adjustment price applicable
in the third and fourth year shall not
exceed the relevant agreed ceiling price

applicable in that period.

OB %

%

6. BELEE (&)

(a)

HBERA]

{58 B F 5 2 om &2

mERTHH (&)

RIBHE R ® - BERER
201667 A7 8 £ B (LB
(IR BEHREZRAEBEE
RAGHE) ERBEREREE
BEFBMEER- - #HE
BRIBGZEE REENANE
BB D gEsoRiE (1
R REEE G EEFTHE
HEE  BRAEEKKRTIN
—REBBIRTIRBEIED
STEAENEHEBEREZE

/lﬂlﬂi

C

._J

ERNHEEEFTE @R
201667 A7HE B R F AN

TEETER  ROFE=R
EMESEERZ HRKRE
RSB E ERAEAE
ZHBEBERSE -

£ 2019
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Notes to the Consolidated Financial Statements (Continued)

e R HRR M (R)

For the year ended 31 December 2019 (Expressed in Renminbi unless otherwise indicated) %é 22019F 12731 AIEFE ( /iﬁ‘;vﬁf Bk WA REST)
16. INTANGIBLE ASSETS (CONTINUED)

(a)

China NT Pharma Group Company Limited |

Brand rights with indefinite useful life
(continued)

(i)

(continued)

Miacalcic Injection (continued)

The acquisition of Miacalcic Injection at
the consideration of US$145 million was
completed on 7 July 2016. The other
direct costs relating to the acquisition
of Miacalcic Injection amounted to
approximately RMB23,683,000 were also
capitalized. The directors of the Company
considered that Miacalcic Injection shall
has an indefinite period of time of use
in Mainland China and other designated
countries based on the Asset Purchase

Agreement and the Licence Agreement.

Miacalcic Nasal Spray

On 25 October 2017, the purchase
of Miacalcic Nasal Spray for curing
osteoporosis had been completed under
the two supplemental agreements: an
asset purchase agreement (“Second
SPA") and a supply agreement (“Second
Supply Agreement”), both were made
on 25 October 2017 between Novartis
and NT Pharma HK. Based on the Second
SPA, the consideration for the proposed
purchase of Miacalcic Nasal Spray was
revised to US$34 million (equivalent to

approximately RMB225.5 million).

Annual Report 2019
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Notes to the Consolidated Financial Statements (Continued)

e TR HRR M (R)

For the year ended 31 December 2019 (Expressed in Renminbi unless otherwise indicated) ﬁ 2079¢ 12A3181HFE () /iﬁ‘;vﬁf Bk WA REST)
16. INTANGIBLE ASSETS (CONTINUED)

(ii)

According to the Supply Agreement in
relation to Miacalcic Injection, during the

Phase 1 Period (which means the period,
on a country-by-country basis, from the
acquisition completion date (i.e. 7 July
2016 for Miacalcic Injection) until the
earlier of (a) the marketing authorisation
date or with respect to the China
Territory, date of obtaining the Import
Drug Licence for Miacalcic Injection; and
(b) two years from the acquisition date
(i.e. 6 July 2018 for Miacalcic Injection)
with respect to the period in which
the Group (as purchaser of Miacalcic
Injection) has not built up its own sales
team and/or has not yet obtained the
legitimate marketing authorisation
rights to distribute, sell or invoice sales

for the Miacalcic Injection branded
drug products in each country of the
territories as designated under the Assets
Purchase Agreement and the Licence
Agreement, all the intellectual property
rights, marketing and distribution rights
associated with trademarks and brand
names for commercialisation of Miacalcic
Injection branded drugs are licenced back
to Novartis, which acts in its capacity as
a principal, is allowed to use all these
rights to sell the Miacalcic Injection
branded drug products in those countries
as designated under the Asset Purchase
Agreement and the Licence Agreement
and in consideration of this sub-licensing
arrangement for the use of these rights
of Miacalcic Injection in each of the
territories as designated under Asset
Purchase Agreement and the Licence

Agreement.

B xR

-
1%

BILEE (&)

(ii)

BREEEATES THAEN
HEHZ ~EB (HERAT
ESESBEIER) RN —HH
B (RGBS kUK E T K
H A (Bl20167R78 « &t
HELIGAME) EER
(a) TR B #Ask Bt AP B T
T OREEREEFFAEERN
wEaEMeEz BE  Rb)W
fE B HAR M4 (BN20184F7 A
H ®REZEEEEMmE)
(ABREERE) MARK L
EAXRFZHEBK K S
REVFEE EM A #E - A
EEEREBRERTAIER
FREEZHEZGEBERS
HOHESRERHETED
ISH MR R AEAE
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Notes to the Consolidated Financial Statements (Continued)
RE B RERMEE (F)
For the year ended 31 December 2019 (Expressed in Renminbi unless otherwise indicated) 22019412 531 A1t F/% (B F5H#EHI + UAEEFTR)
16. INTANGIBLE ASSETS (CONTINUED)

(ii)

China NT Pharma Group Company Limited |

(continued)

During the year ended 31 December
2019, the Group earned sub-licensing
fee income of RMB2,733,000 (2018:
RMB5,705,000) from sub-licensing these
intellectual property rights, marketing
and distribution rights associated with
trademarks and brand names relating to
commercialisation of Miacalcic Injection
branded drugs.

According to the Second Supply
Agreement in relation to Miacalcic
Nasal Spray, during the Pre-MA Transfer
Period (which means the period, on
a country-by-country basis, from the
respective closing date (which was 25
October 2017) until the earlier of (a)
the marketing authorisation date or the
Import Drug Licence for Miacalcic Nasal
Spray Transfer Date; and (b) two years
from the respective closing date (i.e. 25
October 2019 for Miacalcic Nasal Spray)
with respect to the period in which
NT Pharma HK (as purchaser of the
intellectual property rights, marketing and
distribution rights) has not yet obtained
the marketing authorisation to distribute,
sell or invoice sales for the Miacalcic
Nasal Spray branded products in each
country of the territories as designated
under the Second SPA, all the relevant
intellectual property rights, marketing
and distribution rights associated
with trademarks and brand names for
commercialisation of the Miacalcic
Nasal Spray products are licenced back
by NT Pharma HK to Novartis, which
acts in its capacity as a principal and
in consideration of this sub-licensing
arrangement, Novartis shall pay the
Group a sub-licensing fee for its use of
these rights of Miacalcic Nasal Spray in
the relevant territories as designated
under the Second SPA and Second Supply
Agreement.

16. B EE (#)

(ii)
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Notes to the Consolidated Financial Statements (Continued)

e TR HRR M (R)

For the year ended 31 December 2019 (Expressed in Renminbi unless otherwise indicated) ﬁ 2079¢ 12A3181HFE () /iﬁ‘;vﬁf Bk WA REST)
16. INTANGIBLE ASSETS (CONTINUED)

(ii)

(iii)

(continued)

During the year ended 31 December
2019, the Group earned licensing fee
income from Novartis, in respect of the
intellectual property rights, marketing
and distribution rights relating to
Miacalcic Nasal Spray, of approximately
RMB12,793,000 (2018: RMB39,377,000).

Miacalcic Injection and Miacalcic Nasal
Spray are well-known international
orthopedic brands for a long time.
Miacalcic Injection and Miacalcic Nasal
Spray are considered to have an indefinite
period of economic useful life in Mainland
China and other designated countries
under the Asset Purchase Agreement and
Second SPA, and the Licence Agreement,
given the strength and durability of the
brands in treating the bone pains and the
level of marketing support. Up to the date
of approval for the consolidated financial
statements, the risk of market-related
factors causing a reduction in its life is
considered to be relatively low. At 31
December 2019 and up to the date of
approval for the consolidated financial
statements, the Group is not aware of
any material legal, regulatory, contractual,
competitive, economic or other factors
that could limit its economic useful life.
Accordingly, Miacalcic Injection and
Miacalcic Nasal Spray are not amortised
but are tested at least annually for
impairment in accordance with the
Group’s accounting policy as set out in
note 2(m)(ii). At 31 December 2019, the
impairment test on Miacalcic Injection and
Miacalcic Nasal Spray was performed as
disclosed in note 16(e) below.
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Notes to the Consolidated Financial Statements (Continued)

e R HRR M (R)

For the year ended 31 December 2019 (Expressed in Renminbi unless otherwise indicated) 22019412 531 A1t F/% (B F5H#EHI + UAEEFTR)

16. INTANGIBLE ASSETS (CONTINUED)

Intellectual property rights represent patents,
know-how and trademarks in relation to
Xi Di Ke and Songzhi Wan. Xi Di Ke is the
commercial name of an uroacitides injection
formula and a unique national class 1 new drug
approved by the CFDA for the treatment of
non-small cell lung cancer and breast cancer.
An added indication of Xi Di Ke is for treating
myelodysplastic syndrome (“MDS”) which
is in clinical trial phase Il. At 31 December
2019 and 2018, costs of Xi Di Ke amounted
to approximately RMB38,542,000 of which
approximately RMB14,580,000, RMB3,000,000
and RMB20,962,000 were respectively
related to the patents for drug use in treating
non-small cell cancer and breast cancer,
know-hows for MDS and trademarks of Xi Di
Ke that were acquired by the Group in 2013.
The patents of Xi Di Ke will expire in October
2019. In 2015 and 2016, the Group submitted
two applications for new patents of which the
know-hows were developed on the existing
patents for Xi Di Ke. Management of the Group
is optimistic in obtaining the new patents for
Xi Di Ke such that the legal protection period
of the patents for Xi Di Ke will be extended
further in the future. On 2 March 2017, the
GMP Certificate for Xi Di Ke has been granted
by the CFDA to the Group and the costs
of patents and trademarks for Xi Di Ke are
amortised on a straight-line basis over their
estimated useful lives of 3 years and 10 years,
respectively, commencing from January 2017,
based on the experience of management of the
Group. During the year ended 31 December
2019, amortisation charge on patents and
trademarks of Xi Di Ke in aggregate amounted
to approximately RMB5,833,000 (2018:
RMB5,833,000). The capitalised acquisition cost
of know-hows for MDS of Xi Di Ke, which is
still in clinical trial phase Il, is deferred and not
subject to amortisation as regulatory approval
for use is not yet obtained at both reporting

period ends.

During the year ended 31 December 2019, a
total amount of approximately RMB147,400,000
was capitalised in respect of the product
development cost for MDS of Xi Di Ke, which
had been fully paid by the Group during the
years ended 31 December 2019 and 2018.

China NT Pharma Group Company Limited |
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16. B & E (#)
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Notes to the Consolidated Financial Statements (Continued)

RE M RRMEE (&)

For the year ended 31 December 2019 (Expressed in Renminbi unless otherwise indicated) 22019412 531 A1t F/% (B Z5 5485+ UAEETT)
16. INTANGIBLE ASSETS (CONTINUED) 16. ML EE (M)

As at 31 December 2019, the carrying
amount of Xi Di Ke and MDS amounted
to approximately RMB13,822,000
(2018: approximately RMB19,655,000)
and approximately RMB147,400,000 (2018: Nil),
respectively. The directors of the Company are of
the opinion that the carrying amount of Xi Di Ke
and MDS can be fully recovered, based on the
impairment assessment test as further detailed in
note 16(e) below, and as such, no impairment on
Xi Di Ke and MDS was considered necessary at
both reporting period ends.

Songzhi Wan, with a cost of approximately
RMB92,883,000 acquired in 2015, is a Chinese
medicine capable of treating Hepatitis C
approved by the CFDA, which was included
in the National Major Scientific and Technical
Breakthrough Program under the “10th Five-
Year Plan” and the National High Technology
Research and Development Program (863
Program) successively during the course of its
development. During the phase I-lI-lll clinical
trial of Songzhi Wan, its efficacy and safety had
been carefully verified with modern medicine,
for which it was finally approved with a
National New Drug Certificate, and it has 20
years of patent protection from 30 April 2000.
After the expiration of the National New Drug
Certificate, the exclusive rights of the patents
for Songzhi Wan, which is classified as a Type
2 of the Chinese medicine, can be further
extended, at insignificant costs, by 14 years
from 30 April 2020. The drug manufacturing
permit for Songzhi Wan was obtained from the
relevant governmental authorities on 1 January
2016 and during the year ended 31 December
2016, the commercial production for Songzhi
Wan was commenced. The costs of Songzhi
Wan are amortised on a straight-line basis over
its useful life of 18.33 years, commencing from
January 2016, and the amortisation charge of
RMBNil (2018: RMB5,066,000) was charged
to the profit or loss for the year ended 31
December 2019.
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Notes to the Consolidated Financial Statements (Continued)
RE B RERMEE (F)
For the year ended 31 December 2019 (Expressed in Renminbi unless otherwise indicated) 22019412 531 A1t F/% (B F5H#EHI + UAEEFTR)
16. INTANGIBLE ASSETS (CONTINUED)

China NT Pharma Group Company Limited |

During the year ended 31 December 2018,
competitors have launched similar products
with enhanced functionalities at lower cost to
the market, despite of management’s effort in
launching a number of business initiatives by
offering discount price, Songzhi Wan continued
to suffer loss. In view of the above, the Group
decided not to continue the production of
Songzhi Wan. The Group recognised full
impairment of RMB77,682,000 on the carrying
value of Songzhi Wan as at 31 December 2018.

Exclusive agency rights represent agency fees of
RMB30 million and RMB20 million prepaid to
suppliers to secure the PRC distribution rights
of 10 years and 4 years for two pharmaceutical
products, respectively. These exclusive agency
rights were amortised on a straight-line basis
over their respective useful lives, being the
period of agency rights. By the end of 2012,
the Group decided to terminate a herbal
dermatological product as a consequence of
surging raw materials cost and relinquished the
exclusive agency right. A full impairment loss of
RMB17 million was provided accordingly for the
remaining book value of the exclusive agency
right, in the previous years.

Club memberships represent the rights to use
the club facilities over an indefinite period of

time. Accordingly, no amortisation has been
charged to profit or loss during the years ended
31 December 2019 and 2018. Management
of the Group considered that no impairment
indicators for the club memberships for which
the expected fair value less cost of disposal
exceeded the carrying amounts at 31 December
2019. At the end of both reporting periods,
the carrying amounts of the club memberships
were below their fair value less cost of disposal
and accordingly, no impairment loss was
considered necessary.

Annual Report 2019
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Notes to the Consolidated Financial Statements (Continued)

RE M RRMEE (&)

For the year ended 31 December 2019 (Expressed in Renminbi unless otherwise indicated) 22019412 531 A1t F/% (B Z5 5485+ UAEETT)
16. INTANGIBLE ASSETS (CONTINUED) 16. B EE (&)

As at 31 December 2019, the recoverable
amount of the brand rights of Miacalcic
Injection and Miacalcic Nasal Spray, and
intellectual property rights of Xi Di Ke and
MDS had been determined based on a
value-in-use calculations with reference to
professional valuations performed by Jones
Lang LaSalle Corporate Appraisal and Advisory
Limited (“JLL") (2018: JLL), an independent
firm of professional and qualified valuers with
qualification and experience in the assets
being valued. The calculation used cash
flow projections based on financial budgets
approved by management of the Group
covering a five-year period for Miacalcic
Injection, Miacalcic Nasal Spray, and Xi Di Ke
and MDS. Cash flows beyond their respective
projection periods are extrapolated using
the following estimated long-term growth
rates which were based on the relevant
industry growth forecasts and did not exceed
the average long-term growth rates for
the businesses of the cash generating units
("CGUs") to which these intangible assets of
Miacalcic Injection, Miacalcic Nasal Spray, and
Xi Di Ke and MDS are allocated. JLL estimated
the following pre-tax discount rates on basis of
weighted average cost of capital of the relevant
entities with the Group, which also included
additional risk premiums to reflect the size
premium risk and specific risk of the respective
CGUs.
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Notes to the Consolidated Financial Statements (Continued)

e R HRR M (R)

For the year ended 31 December 2019 (Expressed in Renminbi unless otherwise indicated) 5@%2079#* 12A3181HFE () ﬂ?‘;’?ﬁfﬁ@?ﬁ/‘ " UARBST)
16. INTANGIBLE ASSETS (CONTINUED)

(e) Impairment assessment tests

(continued)

PARYN

(e)

BEE (#)

LB 3P 5 0 5 ()

Pre-tax

discount rate

Long-term

growth rate

2019 2019 BRBE AT RE B =X RBRER
Miacalcic Injection mE BT 20.30% 3%
Miacalcic Nasal Spray REBBEA 20.15% 3%
Xi Di Ke and MDS B8 % MDS 22.32% 3%

Pre-tax Long-term

discount rate

growth rate

China NT Pharma Group Company Limited |

2018 20184 B 7% AT Bl 3R =X REERX
Miacalcic Injection FEBEETH 20.81% 3%
Miacalcic Nasal Spray mEBEET 20.75% 3%
Xi Di Ke EMR 23.78% 3%
Songzhi Wan TRAE S 21.81% 3%

Based on the impairment assessment, the
recoverable amounts of the CGUs, to which
these intangible assets of Macalcic Nasal Spray,
and Xi Di Ke and MDS are allocated, exceeded
their respective carrying amounts of these
CGUs and accordingly, no impairment for
Macalcic Nasal Spray, and Xi Di Ke and MDS
was required at 31 December 2019. Based on
impairment assessment conducted, impairment
on Miacalcic Injection of approximately
RMB287,107,000 has been recognised and
charged to profit or loss for the year ended
31 December 2019 (2018: impairment
of RMB77,682,000 on Songzhi Wan was

recognised).
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Notes to the Consolidated Financial Statements (Continued)
e MR EE (&)

For the year ended 31 December 2019 (Expressed in Renminbi unless otherwise indicated) 22019412 531 A1t F/% (B Z5 5485+ UAEETT)

16. INTANGIBLE ASSETS (CONTINUED)

(e)

Impairment assessment tests (e)

(continued)

Proforma sensitivity analysis on potential

downside effects on the carrying amounts

of CGUs, to which these intangible assets

are allocated, arising from the following

unexpected unfavorable changes on the

assumptions for their respective discount rates

and long-term growth rates applied in the

above impairment assessments are summarised

below:

16. L& E (M)

LA AT 18 5 ()

BRLAREMETHAEAZE
MRRARMEREBREET
51K TR R RO S | 2 B 1 21 5 0 B
ZEBWEEZRSELENZ
FEEENEEAETZENGS
BREDWHALLT

If discount

rate +1% and

If long-term long-term
If discount growth growth rate
rate +1% rate -3% -3%
fisf BR 3R =
fiel &= 28 EA1%K
fisl B 3 & BR=E RAKRE
EFH1% T k3% TF3%
Proforma downside NTEERLEE
effects on the carrying 7820195 12H31H
amounts of following  BREEZEE
intangible assets at THIFE
31 December 2019:
— Miacalcic Injection — = BEE A YesH YesH YesH
- Miacalcic Nasal Spray — % Z B 2 EH| YesH YeshH YesH
— Xi Di Ke and MDS —EH 5 &kMDS No#& No#& No#&
TERxZEZBEEEER | FE®RE20109
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Notes to the Consolidated Financial Statements (Continued)

e R HRR M (R)

For the year ended 31 December 2019 (Expressed in Renminbi unless otherwise indicated) 22019412 531 A1t F/% (B F5H#EHI + UAEEFTR)

16. INTANGIBLE ASSETS (CONTINUED)

(e) Impairment assessment tests
(continued)

16. L& E (M)
(e) MERGHAR (&)

If discount

rate +1% and

If long-term long-term
If discount growth growth rate
rate +1% rate -3% -3%
il B 2R 28
fisl = EA FH1%E
i) B 37 BREX REERR
EAH1% TP&3% T PE3%
Proforma downside NTHERETLEE
effects on the carrying 72018512 H31H
amounts of following ~ REEZHZ
intangible assets at TR E
31 December 2018:
— Miacalcic Injection —HEBESA No No# No#&
— Miacalcic Nasal Spray —HEB 2B No# No#E No#E
— Xi Di Ke —ERR No#E No#& No#

17. GOODWILL
Goodwill of RMB1,250,000 was derived from
prior year business acquisitions of NT (BJ) Pharma
Technology Co., Ltd. and NT Tongzhou Pharma (SH)
Co., Ltd. as expected synergy at acquisition date, was
allocated to the vaccine promotion and sales business
segment, which was subsequently discontinued In
2012. Full impairment for goodwill was therefore

made during the year ended 31 December 2012.

17. B8

2 AR ¥1,250,00070 R B A BT F &
WiEREZ (LR BERERBEERAF
RRZERMBEE(LE) BRARER -
— R EE B I TE R R e - ER
026 N EEEREEERHEEE D
(ZoEBBER R IEEE) - At - REZE
2012F12A3B EFREAEERFE
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Notes to the Consolidated Financial Statements (Continued)
RE M RRMEE (&)
For the year ended 31 December 2019 (Expressed in Renminbi unless otherwise indicated) 22019412 531 A1t F/% (B Z5 5485+ UAEETT)
18. INVESTMENTS IN SUBSIDIARIES 18. RMIB AR 2RE

The following list contains only the particulars of TRESINEEFEAEEBEE  BE
FEBZHMBRAAFE - KREAHHA
PR AR 0 ¥R 5l 7 3 i AR o

subsidiaries which principally affected the results,

assets or liabilities of the Group. The class of shares

held is ordinary unless otherwise stated.

Proportion of ownership interest

FRRRES D
Place of
incorporation Particulars
and business of issued Group's Held Held
and form of and paid up/ effective by the by a
Name of company legal entity registered capital interest ~ Company subsidiary Principal activities
HMAIREE Y ERORAR/ 558 ARE WEAF
AAEH REgRRZFS  ERRAEE BRER K5 TS
NT Pharma (Group) Co., Ltd. BVI, limited 9 shares of US§1 each 100% 100% - Investment holding
liability company
NT Pharma (Group) Co., L1d. RERTEE.  RERIER RARRK
ERAF
Kimford Investment Limited ("Kimford") BVI, limited 1 share of US$1 100% - 100%  Investment holding
liability company
Kimford Investment Limited ([ Kimford ]) EERREE  WRIET RARRK
ERAF
Goldwise Resources Limited BV, limited 1 share of US$1 100% - 100% Dormant
liability company
Goldwise Resources Limited AERREE  WRiER Eiis
ERAF
Tai Ning Pharmaceutical (Investment) BVI, limited 1 share of US$1 100% - 100%  Investment holding
Company Limited liability company
Tai Ning Pharmaceutical (Investment) ZERIEE WWIET RARRK
Company Limited ERAR
Farbo Investment Limited BVI, limited 1 share of US§1 100% - 100%  Investment holding
liability company
Farbo Investment Limited RERREE  WRIET RARRK
ERAF
Humford Investment Limited BVI, limited 1 share of US§1 100% - 100%  Investment holding
liability company
Humford Investment Limited EERREE  WRIET RARRK
ERAF

PR R
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Notes to the Consolidated Financial Statements (Continued)

e R HRR M (R)

For the year ended 31 December 2019 (Expressed in Renminbi unless otherwise indicated) 22019412 531 A1t F/% (B 55455 - l)(/\ﬁé’@ﬂ//ﬂ
18. INVESTMENTS IN SUBSIDIARIES 18. RIB AR ZRE (&)

(CONTINUED)
Proportion of ownership interest
FERREHS
Place of
incorporation Particulars
and business of issued Group's Held Held
and form of and paid up/ effective by the by a
Name of company legal entity registered capital interest ~ Company  subsidiary Principal activities
AMRIRESHE BRARME/ A%R 527 WEAF
AAEH RigREZES ERRAEE ERER =2} KF TERH
One Pharma International Limited Hong Kong, limited 1 share 100% - 100% Dormant
(—TEEERERL) liabilty company
—TBE(ER)ERRA &5 BR2E 1k b3 3
NTP (China) Investment Co., Limited Hong Kong, limited 15,000,000 shares 100% - 100%  Investment holding
FAPERERRAA) liability company
& (PE) RERRAT & BRAA 15,000,008 RERR
NT Pharma (HK) Limited Hong Kong, limited 2 shares 100% - 100% Trading of prescription
FEBEEHERAL ) liability company medicines
FREE(ER)BRA BERRLAA M EERnE
NT Pharma (Overseas) Holding Co. Ltd BVI, limited liability 1 share of US§1 100% - 100%  Investment holding
company
NT Pharma (Overseas) Holding Co. Lt XERAEE WRIET RARRK
ERAR
NT Pharma International Company Limited Hong Kong, limited 1 share 100% - 100% Provision of use right
FAZEERERLR) liability company of licence
FARERRARAT B RRRA IR RULDERME
NT Pharma Pacific Company Limited Hong Kong, limited 1 share of HK§1 100% - 100% Dormant
liability company
FARE(TH)ARAT BEORRAA 1R1ER LEXH
NT Pharma (SH) Co., Ltd. PRC, limited liability ~ US$2,000,000 100% - 100% Dormant
FABZE5(LE) BRAT) (ote (i) company
FAZEL (L) BRAA () REERRA 200000057 LEXH

China NT Pharma Group Company Limited |
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Notes to the Consolidated Financial Statements (Continued)

e TR HRR M (R)

For the year ended 31 December 2019 (Expressed in Renminbi unless otherwise indicated) 22019412 531 A1t F/% (B F 5485 - l)(/\ﬁé’@ﬂ//f)

18. INVESTMENTS IN SUBSIDIARIES 18. RIB QB 2 RE (@)
(CONTINUED)
Proportion of ownership interest
FRRREES D
Place of
incorporation Particulars
and business of issued Group's Held Held
and form of and paid up/ effective by the by a
Name of company legal entity registered capital interest ~ Company  subsidiary Principal activities
HMRIREE Y EROREAR/ 558 AR WEAF
AAEH REGRBZFS ERRAEE BRER K5 B EEER
NT (BJ) Pharma Technology Co., Ltd. PRC, limited liability -~ RMB10,000,000 100% - 100% Research and development
FAGRBERRFEERAR) company of prescription medicines
(note (i)
(L) BEHRREERAT hEERAT ARE10,0000007 G WL
(M3H()
Guangdong NT Pharma Co., Ltd. PRC, limited liability ~ RMB20,000,000 100% - 100% Sales of prescription
(EERAEEERLA) (note () company medicines
ERRABEERAD (W) w8 ERLA ARH20000,0007 BERNE
NT Tongzhou Pharma Consulting (SH) Co,, Ltd. ~ PRC, limited liability ~ US$3,370,000 100% - 100% Provision of logistics and
FARABEZALERRT) (note () company consulting services
FERABERN(LE)ERAT REBRAE  3370000%T RENRRANRE
(BtEE()
Hainan Tai Ling Medical Information PRC, limited liability ~ RMB100,000,000 100% - 100% Dormant
Consulting Co, Ltd. (EEFEEE company
EEBABRAE) (ote ()
BHREREERAABRAR (W) mE-ARAA AR¥100,000,0007 EEXH
NT Tongzhou Pharma (SH) Co., Ltd. PRC, limited liability ~ RMB50,000,000 100% - 100% Sales of prescription
(RARAEELE) BBAF) (note () company medicines
FARABE (L) BRAF (W) mECARAT AKRE50,000,0007 HERNE

hEEEBEEE | FERE20109
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Notes to the Consolidated Financial Statements (Continued)

e R HRR M (R)

For the year ended 31 December 2019 (Expressed in Renminbi unless otherwise indicated) 22019412 531 A1t F/% (B 55455 - MAE%"W/ET')
18. INVESTMENTS IN SUBSIDIARIES 18. RIB AR ZRE (&)

(CONTINUED)
Proportion of ownership interest
fERELE D
Place of
incorporation Particulars
and business of issued Group's Held Held
and form of and paid up/ effective by the by a
Name of company legal entity registered capital interest ~ Company  subsidiary Principal activities
AMAIREEHY BRARMR/ bS] ARE WEAH
ARER REEERZKE HERRAEE ERER K5 e TEER
Suzhou First Pharmaceutical Co., Ltd. PRC, limited liability  RMB181,625,000 100% - 100%  Manufacturing of
("Suzhou First Pharma”) company prescription medicines
(HENEZZEBRLT) (notes ()
ENZSHEERAT (k) mE-ARAA AR¥181,625,0007 FERSE
NT Pharma (China) Co., Ltd. PRC, limited liability ~ US$11,851,400 100% - 100% Dormant
(FEZE(RE)ARAA) (note () company
FARE (PR ARAT (W3k) BEARAF 1185140027 EEZR
NT Pharma (Jiangsu) Co., Ltd. PRC, limited liability ~ RMB276,600,000 100% - 100% Sales of prescription
(RAEE(IH)ERDT) (hote () company medicines
FABE(IH) BRAT (W) HERRLA ARH276,600,0007 HERHE
NT Pharma Information Consulting (SH) PRC, limited liability ~ US$26,500,000 100% - 100% Provision of consulting
Co, ltd. (RABERESHALA company services
BRAT) (note ()
REBBEEEN(LF)ARAT wE-BRAF 26500000%7 REZARE
(B ()
NT (Jiangsu) Biotechnology Co., Ltd. PRC, limited liability ~ US$30,070,000 100% - 100%  Investment holding
RACIEHEDRRERAR) (hote () company
Fk (L&) EMRRER A () RECERAT 30,070,005 REBRR

China NT Pharma Group Company Limited |
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Notes to the Consolidated Financial Statements (Continued)

e TR HRR M (R)

For the year ended 31 December 2019 (Expressed in Renminbi unless otherwise indicated) 22019412 531 A1t F/% (B F 5485 - MAE?"W//TT)

. INVESTMENTS IN SUBSIDIARIES

18. R B A2 RE (M)

(CONTINUED)
Proportion of ownership interest
FERE&ND
Place of
incorporation Particulars
and business of issued Group's Held Held
and form of and paid up/ effective by the by a
Name of company legal entity registered capital interest ~ Company  subsidiary Principal activities
HMAUREEHY BRORAR/ bS] AhE WEAR
NEER REEERZKE HERRAEE ERES K8 e TEER
NTP (China) Investment Co., Ltd. PRC, limited fiability ~ US$30,000,000 100% - 100% Provision of consulting
(FREEREFRAR) hote () company services
Tk (PE)REBRAA (M) REBBRA 30,000,005 RAE AR
NT Biopharmaceuticals Jiangsu Co., Ltd. PRC, limited liability -~ RMB112,359,550 89% - 89% Manufacturing and sale of
FEREMEEIHERRAA) company prescription medicines
(note (i)i)
REENBETHEERRE (ME06) MECARAA AR¥112,359,5507 FERHERSE
NT Pharma (Changsha) Co., Ltd PRC, limited liability ~ RMB10,000,000 100% - 100% Manufacturing and sale of
(FEREERD)ERAE) (note () company prescription medicines
FRBE(RD)BRAA (H) mECARAT AKR¥10,000,0007 FERHERSE
NT Pharma (Jiangsu) Investment Co., Ltd. PRC, limited liability ~ RMB36,000,000 100% - 100%  Investment holding
(IEFEREBRAT) Mote i) company
TEREREARART () mECARAT AKRM36,000,0007 RARRK
Suzhou Pharmaceutical Taizhou Co., LTD. PRC, limited liability ~ RMB50,000,000 100% - 100% Dormant
(HERERNBRLT) (note () company
BEHERNERAT (W) HECOERRA ARMS50,000,0007 eSS
FEREBEEZSEER | FE®ET2019
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Notes to the Consolidated Financial Statements (Continued)

A
8=

B BHRRME

(%)

For the year ended 31 December 2019 (Expressed in Renminbi unless otherwise indicated) 22019412 531 A1t F/% (B 55455 - l)(/\E%’@ﬂ/ﬁ)

18. R B A2 RE (M)

18.

China NT Pharma Group Company Limited |

INVESTMENTS IN SUBSIDIARIES

(CONTINUED)

Notes:

(@)

(if)

The English translation of the company names is for
reference only. The official names of these entities
are in Chinese.

On 11 August 2015, the Group made an investment
agreement (“Investment Agreement”) with two
independent third parties (“New Investors”),
pursuant to which, the registered capital of NT
Biopharmaceuticals Jiangsu Co., Ltd (&AL EL e
LB ABRAF]) was increased to RMB112,359,550
by RMB12,359,550 which was acquired by the New
Investors for an aggregate sum of RMB50,000,000
in cash (“Invested Capital”) in November 2015, and
another wholly-owned indirect subsidiary of the
Company shall transfer its intellectual property rights
and trademark of Xi Di Ke, with carrying amount of
13,822,000 (2018: RMB19,655,000) at 31 December
2019 (note 16(b)), to NT Biopharmaceuticals
Jiangsu Co., Ltd (FEEVRBTEHARA

no consideration, and such transfer has not been
completed as at 31 December 2019.

GEE

@)

(if)

Annual Report 2019
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NE=FH([FEEE]TLEERE
(& WmZE])  FBit - REE YR
L&A PR A R & AR H20155 11
B AR #12,359,550E AR
112,359,550t * Jh TR & & AR
éu“jéc./\/\EmOOOOOOOE(Hx
AE&]) - LARM2019612A31H
ARRMS —HEEZEWEB QA
A HIREE B AR 13,822,0005T
(20184 : AR ¥19,655,0007T) B =
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Notes to the Consolidated Financial Statements (Continued)
e MR EE (&)

For the year ended 31 December 2019 (Expressed in Renminbi unless otherwise indicated) 22019412 531 A1t F/% (B Z5 5485+ UAEETT)

18. INVESTMENTS IN SUBSIDIARIES 18. RIE AR 2 RE (M)

(CONTINUED)

Notes: (continued) MisE . (%)

(i) (continued) Gy (&
Based on the Investment Agreement, when the RIEREHZ  REEYMRETHE
board of directors of NT Biopharmaceuticals Jiangsu RAREESEKm R HREE
Co., Ltd (REEMHETEHABMRAA) declares BN EZENRETHRAR QAN
distribution of its profits, the New Investors shall EEIR&EMPRIARS - @EEER
be entitled, out of the declared profit of NT EIRAE 8% HMEBERE - iR
Biopharmaceuticals Jiangsu Co., Ltd (FEEY BREXENREEYEETHGR
FECTEARAF), to a dividend at the higher A A B AR A B] it 5 R 898 F 9k
of a preferred dividend calculated at 8% of the RS (RS ERE) < o IR
Invested Capital, or a dividend out of profit BREBZOIER  AEEEMFRE
declared for distribution in accordance with their ERGE REEYHETHERAA
respective shareholdings in NT Biopharmaceuticals ZAPA20194F 12 A31H AT R FA B &
Jiangsu Co., Ltd (REEVMHETEHAERAR). In RABARGERARAZEE LT
addition, according to the terms of the Investment BB ((ARAREE]) EMN2021512
Agreement, the Group has undertaken to the A3BRAIRSHBEESFEEEEEZES
New Investors that NT Biopharmaceuticals Jiangsu SHERARBESHNIE  BA - K
Co., Ltd GREEMEETEHAR AR shall submit EEEBRFIREERREEMRE
application for an initial public offer listing in AHRARDRNKRE REDKRES
a recognised stock exchange in the PRC (the RRZEEYR BT H R Q78 Ik
“IPO") before 31 December 2019 and obtain REBBBENAREEEZEAES N E
the approval from China Securities Regulatory REEE B ER SRR RBEARRITT
Commission for the IPO before 31 December 2021 RAMBIRITHERIONNFEFERFHEZ
and failing which, the Group shall repurchase EHFMRSEEE

from the New Investors for their equity interests
in NT Biopharmaceuticals Jiangsu Co., Ltd (Z2%
EREST AR AR AF]) at the consideration to
be determined at the higher of the fair value of
their equity interests in NT Biopharmaceuticals
Jiangsu Co., Ltd (FEEYRETEHARAR]) at
the repurchase date and the Invested Capital plus
a return calculated at the annual rate of 30% over
the prevailing interest rates, to be announced by
the People’s Bank of China from time to time,
during the period up to the repurchase date.

In March 2017, the GMP certificate was granted by 20175637 IREERERNEZE
CFDA for Xi Di Ke which was commercially launched 2017512 A31B L E ETWERR
during the year ended 31 December 2017. ZHGMPEZ -

NG

A
i)
B
Xt
%H—
of
N
o
©
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Notes to the Consolidated Financial Statements (Continued)

RE B RERMEE (F)

For the year ended 31 December 2019 (Expressed in Renminbi unless otherwise indicated) 22019412 531 A1t F/% (B F5H#EHI + UAEEFTR)

18. INVESTMENTS IN SUBSIDIARIES
(CONTINUED)

Notes: (continued)

(if)

China NT Pharma Group Company Limited |

(continued)

Summarised financial information in respect of
NT Biopharmaceuticals Jiangsu Co., Ltd that has
non-controlling interests is set out below. The
summarised financial information below represents
amounts before intra-group elimination:

NT Biopharmaceuticals Jiangsu Co., Ltd

18. RMIB AR Z2RE (&)

B -

(if)

(&)
(%)
BRI ERE A TR Y B 5
TEARARZHMBENH 2T 0

T THHBERMERETEER
REAYHEATZ S8

REEMHRETHRERAA

2019 2018
RMB’000 RMB'000
ARBT R ARBTFT
Non-current assets FEREEE 123,384 131,445
Current assets mEBEE 381,622 405,014
Current liabilities U IN=NE (483,841) (464,278)
Net assets BEFHE 21,165 72,181
Carrying amount of NCI FEPERR i AR E (3.335) 2,277
Revenue Weas 1,067 42,818
Loss for the year FAEE (51,016) (55,422)
Loss allocated to NCI DT IR R 2 1R (5.612) (6,096)
Cash flows (used in)/generated from (AR) /REEEEDHZ
operating activities Ren=E (76,950) 13,130
Cash flows used in investing activities FREEEH 2 RERE (70,411) (7,407)
Cash flows generated from financing KERMEEHZRERE
activities 82,113 64,279

As at the date of the approval for the consolidated
financial statements, the Group is still in the
progress of negotiation with the investors for an
extension of time for the submission of application
for an initial public offer listing in a recognised
stock exchange in the PRC (the "IPO") before
31 December 2019. In this connection, fair value
of imputed interest payable of approximately
RMB13,112,000 was recognised as financial
liabilities at fair value through profit or loss in the
consolidated statement of financial position as at 31
December 2019 (2018: RMB10,024,000) (note 29).

Annual Report 2019
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BOERAARAEBEE LM ((BRARE
E1) R ° Bl - BER2019F12 A
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Notes to the Consolidated Financial Statements (Continued)

e TR HRR M (R)

For the year ended 31 December 2019 (Expressed in Renminbi unless otherwise indicated) 22019412 531 A1t F/% (B Z5 5485+ UAEETT)

19. INTEREST IN AN ASSOCIATE 19. REEENF 2=

2018 2018

RMB’000 RMB’000

ARET T ARETF T

At 1 January ®1A1R 16,918 18,892

Share of post-acquisition loss HEU & BB (27) (1,974)

At 31 December »W12H31H 16,891 16,918
(a) Details of the Group's interest in an associate, (a) FAEZENGEABERERFT

which is accounted for using equity method in

R ASBENEE N E 2 R

the consolidated financial statements, are as HFIR
follows:
Proportion of ownership interest
faREERs
Place of Particulars of
Form of incorporation issued and Group's Held
business and form of  paid up effective by the Held bya Principal
Name of company structure legal entity  capital interest Company subsidiary activities
EMRLBER ERTRAR 5B ARF KEAR
NAER EEEREA  EARR RawfE ERER 2] KA TEER
FNBEHERER Incorporated PR, limited ~ RMB100,000,000 40% - 40% Sales of prescription
BRAR("BREBE" ) liability company medicines and
provision of

REE B ME - BERAR ARE100,000,0007

* ZFRELE is an unlisted corporate entity whose
quoted market price is not available.

consulting services
HERYE
RRRAARE

* BRBERFLTEXER I
EI5EWE -

TR EBESEE | FE®RSE20109
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Notes to the Consolidated Financial Statements (Continued)

RE B RERMEE (F)

For the year ended 31 December 2019 (Expressed in Renminbi unless otherwise indicated) 22019412 531 A1t F/% (B F5H#EHI + UAEEFTR)

19. INTEREST IN AN ASSOCIATE
(CONTINUED)

(b)

China NT Pharma Group Company Limited |

On 18 September 2016, the Group entered into
an investment agreement with an independent
third party GRMEBEEHREAFEER AT, New
Investor), pursuant to which, the Group and
New Investor agreed to establish a company
(RNBERBFRBEFRNGF, "BREE"),
which has registered capital of RMB100 million.
The Group and the New Investor contributed
RMB40 million and RMB60 million to #2758 4%
in which the Group and New Investor own 40%
and 60%, respectively. Since the Group has
the power to appoint two directors out of five
directors of the board of BZ=2 %% the Group
can only exercise significant influence over its
operating and financial activities, accordingly,
it is regarded as an associate using the equity
accounting method. The Group has contributed
RMB20 million to capital of ZZEEE%L with
the balance of RMB20 million (2018: RMB20
million) as disclosed under capital commitments
in note 37(a) to the consolidated financial

statements.

Summarised financial information of the
associate, adjusted for any differences in
accounting policies, and reconciled to the
carrying amounts in the consolidated financial

statements, is disclosed below:

19. REE QT 2= (8

(b)

Annual Report 2019

M2016F9A18H + ALEEH—F
BUE=FRMNEBEHRBEAZEER
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RARBI00BE T - AEE &
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Notes to the Consolidated Financial Statements (Continued)

e TR HRR M (R)

For the year ended 31 December 2019 (Expressed in Renminbi unless otherwise indicated) 22019412 531 A1t F/% (B Z5 5485+ UAEETT)

19. REEE NT 2 (|)

19. INTEREST IN AN ASSOCIATE
(CONTINUED)

() (continued) () (&)
BB B % B
2019 2018
RMB’000 RMB’000
ARETR ARETTT
Gross amounts of the associate’s ZEHEARUTREZEHE
Non-current assets ERBEE - _
Current assets mEEE 50,596 47,933
Non-current liabilities IERBEE - -
Current liabilities mEAE 8,370 5,639
Total equity ERERE 42,226 42,294
Revenue Wz = 40,357
Loss for the year FAER 68 4,935
Other comprehensive loss HithzmERE - _
Total comprehensive loss 2HEBEARE 68 4,935
Reconciliation to the Group’s BRAEBNZBEE QR
interest in the associate Em2HER
Gross amount of net assets of the %t & A A& E FE
associate 2B 42,226 42,294
Group's share of net assets NEE DG E R
of the associate AEFE 16,891 16,918
Carrying amount in the REFE M BmExANZREE
consolidated financial statements 16,891 16,918
Aggregate amounts of the Group’s AN 5[ 73 1 &% B & A 7]
share of the associate AN &IB 4858
Loss for the year FRER 27 1974
Other comprehensive loss HihxmEE - _
Total comprehensive loss 2HEBEARE 27 1,974
FEREEZSEE | FEHRE2019
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Notes to the Consolidated Financial Statements (Continued)

e R HRR M (R)

For the year ended 31 December 2019 (Expressed in Renminbi unless otherwise indicated) 22019412 531 A1t F/% (B F5H#EHI + UAEEFTR)

20. FINANCIAL ASSET AT FAIR VALUE
THROUGH PROFIT OR LOSS
As at 31 December 2019, the Group’s financial
asset at FVTPL represents the club debenture that is
stated at fair value. The fair value is determined with
reference to the recent similar market transactions
around/or at the reporting period end and the cost of

disposal is estimated by management of the Group

20. BAREIABERZEMEE

20195 12A31H - A& EBEZ AR A
IABENEREEREARBEIRSY
BAESR - AABELBRBREHARAME
S ERRAARBEUT ISR FEE -
EERABAEBERELCE REMK
BHFEEREEEMESNEMR S

after taking into account of the handling charges to A& (5T -
be charged by the club and other transaction costs in
disposal of the club debenture.
RMB’000
ARBTTT
At 31 December 2018 and 1 January 2019 7201812 A31H K20195F1 H1H 559
Exchange adjustment ME WG B 12
At 31 December 2019 2019512 A31H 571

China NT Pharma Group Company Limited | Annual

Report 2019



Notes to the Consolidated Financial Statements (Continued)
RE M RRMEE (&)
For the year ended 31 December 2019 (Expressed in Renminbi unless otherwise indicated) 22019412 531 A1t F/% (B Z5 5485+ UAEETT)
21. INVENTORIES 21. &
(a) Inventories in the consolidated statement of (@ FaMBRARANEERRE

financial position comprise:

2019 2018
RMB’000 RMB’'000
AR®BT T ARBETT

Raw materials R 7,735 14,457
Work in progress ERm - 2,807
Finished goods BLRK on 26,726 27,698
34,461 44,962
(b) The analysis of the amount of inventories (b) HRARZVFAEBRZENFE
recognised as an expense and included in profit BEOMBAT :

or loss is as follows:

2019 2018
RMB’000 RMB’000
ARBT T ARETTT

Cost of inventories sold (note) BE&TFEMKA (M) 102,725 133,399
Write-down of inventory in REBEEBBREPHMRETEE

normal course of business 2,361 16,120

105,086 149,519

Note: B 5
Cost of inventories sold includes RMB20,386,000 BEEFEKRANEEARK20,386,0007T
(2018: RMB46,766,000) relating to staff costs, (20184 : AR™46,766,0007T) 5 B8 8 T X
depreciation and amortisation expenses, which N FERBHEAS (RSB A LR
amount is also included in the respective total Ffd 557 (b) R ()98 37 1% B8 &5 48 Bl F 2 2 48 R 48
amounts disclosed separately for each of these types SN REMAARK1,171,0007T (2018
of expenses in note 7(b) and (c) above, and raw F : AR®1,833,0007T) °

materials of RMB1,171,000 (2018: RMB1,833,000).

B EEE | FE®RE20109 313
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Notes to the Consolidated Financial Statements (Continued)

e R HRR M (R)

For the year ended 31 December 2019 (Expressed in Renminbi unless otherwise indicated) 22019412 531 A1t F/% (B F5H#EHI + UAEEFTR)

22. TRADE AND OTHER RECEIVABLES 22. ES R EMEWRFE
2019 2018
RMB’'000 RMB'000

ARBT ARBETT

Trade debtors and bills receivable B 5 R I e E R 683,953 728,390
Less: Loss allowance (note 36(a)) o RS (B FE36(a)) (620,373) (486,006)
63,580 242,384

Deposits, prepayments and other B - AN FIE N H M FE U
receivables (note (c)) I8 (M 5E(0) 115,891 194,143

179,471 436,527
Current portion BIHAEL 9 161,895 419,336
Non-current portion JEBNEAEE & 17,576 17,191
179,471 436,527
All of the trade and other receivables are expected to FiBE 5 RkE o EWGRIE D TERT A N —
be recovered or recognised as expenses within one FRTAKEISERBAL

year.

China NT Pharma Group Company Limited | Annual Report 2019



Notes to the Consolidated Financial Statements (Continued)

e TR HRR M (R)

For the year ended 31 December 2019 (Expressed in Renminbi unless otherwise indicated) £ Z20194 12531 A1FFE (45 H#EHI) - l)ME%"?f/xf )
22. TRADE AND OTHER RECEIVABLES

22. ES R EHMEWFIE (&)

(CONTINUED)
(a) Ageing analysis (a) BREC DT
Ageing analysis of trade debtors and bills B EBERERRERER @ 12ER
receivable, based on the invoice date and net of HEFFE MR EEEBENRR
loss allowance, is as follows: DT :
2019 2018
RMB’000 RMB'000
AR T AREFIT
Within 3 months AR 61,502 94,543
More than 3 months BE=EAERNEARN
but within 6 months 1,689 69,011
More than 6 months BRANEAER—FA
but within 1 year 389 30,734
More than 1 year BE—FERREA
but within 2 years - 48,096
63,580 242,384
Trade debtors are normally due within 60 to B RKER — MR FALERER

180 days from the date of billing. All trade

debtors are related to non-vaccine business.

As at 31 December 2019, bank acceptance
bills received amounting to RMB2,750,000
(2018: RMB51,723,000) are held by the Group
for future settlement of trade receivables. The
Group continues to recognize their full carrying
amounts at the end of the reporting period. All
bank acceptance bills received by the Group are

with a maturity period of less than six months.

B Ok

60H E=180HZIEfESS - FTEE 5
FEUBR FRIT 8 M FE R H 75 o

HZE2019F12A31H ' E IR
TARHREREASARKK2,750,000
7t (20184 : A R ¥51,723,000
) AARKERE - BERELE
R85 PEWEIE o AN BB E LR
EHAREREREAE - NEEFF
WHL 2 2 EpIR1T R A ER 2 F 5
HLRARMEAR -

£ 2019
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Notes to the Consolidated Financial Statements (Continued)

e R HRR M (R)

For the year ended 31 December 2019 (Expressed in Renminbi unless otherwise indicated) 22019412 531 A1t F/% (B F5H#EHI + UAEEFTR)
22. TRADE AND OTHER RECEIVABLES 22. B 5 Kk H B W FRIE ()

(CONTINUED)

(b) Impairment of trade debtors
The movement in the loss allowance account
during the year, including both specific and

collective loss components, is as follows:

(b)

B 5 e W R FOR (B
RERBBEBROED (RFEE
IR BB MT :

2019 2018
RMB’000 RMB’000
AR®T ARETT

At 1 January W1 A1R 486,006 618,457
Impairment loss recognised FARRIREEE 134,337 435,880
during the year

Write-off during the year* F A 8 - (566,332)

Reversal of impairment AR - (1,999)

Exchange Differences ME 5 = RE 30 -

At 31 December M12A318 620,373 486,006
* The business of third-party vaccine and @ EZFTEEREVEBER

pharmaceuticals had been discontinued in
2015 and all the related trade receivables had
been fully impaired in the previous reporting
period ends and during the year ended 31
December 2018, they were fully written off.

Impairment losses on trade debtors were
recorded using an allowance account unless the
Group is satisfied that recovery of the amount
is remote, in which case the impairment loss is

written off against the trade debtors directly.

China NT Pharma Group Company Limited | Annual Report 2019
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Notes to the Consolidated Financial Statements (Continued)
e MR EE (&)

For the year ended 31 December 2019 (Expressed in Renminbi unless otherwise indicated) 22019412 531 A1t F/% (B Z5 5485+ UAEETT)

22. TRADE AND OTHER RECEIVABLES 22. EZ R HMEWKIE (&)
(CONTINUED)
Due to the slow down of the economy, R BB R - AER(E R
deleveraging and the government regulations P EMITECEE  NEEER
on the medicine industry in the PRC, the PR FRIE - NEBERE E2019
Group experience defaults in payments by F1I2A3MBIEFERRBE 5 ER
its customers. The Group has recognised FRIE R B B A R #5134,337,000
a provision for impairment loss of trade 7T (20184 : A K #435,880,000
receivables of RMB134,337,000 (2018: 7T) - H i A K #134,337,0007T
RMB435,880,000), of which, RMB134,337,000 (20184 : AR #¥164,617,0007T)
(2018: RMB164,617,000) and Nil (2018: HBEKEEBERARARES
RMB271,263,000) were related to continuing 7L (20184 : AR #271,263,000
operations and discontinued operations, JO) EERIEREEREH - A&
respectively, during the year ended 31 B AR EEBEEE SRR K
December 2019. The Group uses a provision B BEBEEER - BEXRE
matrix to calculate ECLs for trade receivables. FEHEFPaPAHGTE - BEER
The provision rates are based on days past due ENERASEERMENESL
for groupings of the customers. The provision BANRAE o NEFG S BIHERE
matrix is initially based on the Group's historical pea 7 =X - LA B B AT RE 1 & R
observed default rates. The Group will calibrate BAEEEBELERELFAE 4
the matrix to adjust the historical credit loss a0 - e FEORI AR B IR 5 (B R A E 4R
experience with forward-looking information. B) BN AR —FAZ( - 7]
For instance, if forecast economic conditions BEEBUENEEE M - AIEESE
(i.e., gross domestic product) are expected to HERIELARE - REMEBE - 8
deteriorate over the next year which can lead to RESHNELEBNEREEER - I
an increased number of defaults, the historical AITRIE T E B - BIERFTSH
default rates are adjusted. At each reporting ESLEAE - TERIEM R & TEHR
date, the historical observed default rates are EEEBE ZHER AR ETHE—
updated and changes in the forward-looking HEANE - BHEEEESSHY
estimates are analysed. The assessment of the IR 5 B b % T8 ORI 48 7 AR O 3R B K
correlation among historical observed default o REBBAEEBBERRE
rates, forecast economic conditions and ECLs AR T VETRR P] BE R L B IR 2
is a significant estimate. The amount of ECLs XPHREREREN FUELrEEH
is sensitive to changes in circumstances and SERFENEHREEBENE
forecast economic conditions. The Group’s RRERE ISRz M 5E36(a) # 5 °

historical credit loss experience and forecast
of economic conditions may also not be
representative of a customer’s actual default
in the future. The information about the ECLs
on the Group’s trade receivables is disclosed
in note 36(a) to the consolidated financial

statements.
At 31 December 2019, trade receivables of M2019F12HA31H » AR
RMB797,000 (2018: RMB75,547,000) were 797,0007C (20184 : AR
pledged to secure for the Group’s borrowings 75,547,0007T) 2 B 5 EWFIEE
(note 27). WHEAAREBEER (MF27) 2
R
TERxZEZBEEEER | FE®RE20109 317
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Notes to the Consolidated Financial Statements (Continued)
GEMBRERMETE (B)

For the year ended 31 December 2019 (Expressed in Renminbi unless otherwise indicated) 22019412 531 A1t F/% (B F5H#EHI + UAEEFTR)

22. TRADE AND OTHER RECEIVABLES

22. E5 R H M EWRIR (8)

(CONTINUED)
(c) Deposits, prepayments and other (0 &e - ERIEREAmER
receivables AR
2019 2018
RMB’000 RMB’000
ARMF T AR F T
VAT recoverable A BB (E R 60,886 32,097
Other receivables, net of H fth f& U 5/ IE

allowance for impairment loss (A& $NKRIBEEBE#H)

(note (i) (B 3E)) 4,090 16,540
Prepayments T3R8 23,977 21,280
Prepayments for research and T8 R A 2 FE 1 kI8

development costs - 97,138
Prepayments for acquisition of — WBEEF & E ~ BN NIA

an intangible asset (note (ii)) CiEA)) 17,576 17,191
Advances paid to suppliers B HEEER 86 86
Rental and other deposits HekEfize 9,276 9,811

115,891 194,143

Notes:

(i) At the end of the reporting period, impairment
loss on deposits, prepayments and other
receivables amounted to RMB23,187,000
(2018: reversal of impairment loss of

RMBS5,519,000).

(i) It represented deposit paid to an independent
third party for the acquisition of product right

of Teriparatide.

23. PLEDGED BANK DEPOSITS
Bank deposits of the Group RMB40,000,000
(2018: RMB38,000,000) were pledged to banks to

GEE

() REEHR - BE  BAFRER
HibEUGRIE R EEIB A ARE
23,187,0007T (20184 : SR {EE
B e # A R#5,519,0007T) °

(iy EHEAIN-—RBIUE=F2&
& AR IRAREY E R A o

23. EEFRITER

20196128318 * A& EETFER
AR #40,000,0007T (20184 : AR ¥
38,000,0007T) B MR RIT - LAZEER

secure certain bank borrowings (note 27) as at 31
December 2019.

China NT Pharma Group Company Limited |
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Notes to the Consolidated Financial Statements (Continued)

e TR HRR M (R)

For the year ended 31 December 2019 (Expressed in Renminbi unless otherwise indicated) 22019412 531 A1t F/% (B Z5 5485+ UAEETT)
24. CASH AND CASH EQUIVALENTS AND 2. RERASEB/BYREMRE

OTHER CASH FLOW INFORMATION

(a) Time deposits comprise short-term bank
deposits with remaining tenure of 176 days

(2018: Nil) at prevailing marketing interest rate

of 3% per annum (2018: Nil per annum).

The Group considers that the carrying amounts

of the assets approximate their fair values.

(b) Cash and cash equivalents comprise:

(a) THEZBERNSREHAR176K

(20184 : &) 2 BHASRIT 230
BERTMEFEFFIE (2018
F:BGET)FE -

SERRHBREEMRAEESR
HERARERE

o

BehReEBYERE

2019 2018
RMB’000 RMB’000
ARBT R ARBTT

Cash at banks and in hand RTERNBS

28,198 87,793

As at 31 December 2019, the Group’s cash
and bank balances placed with banks in the
PRC amounted to RMB16,876,000 (2018:
RMB75,909,000). Remittance of funds out
of the PRC is subject to exchange restrictions

imposed by the PRC government.

PR R

%

EZ

B

2019F12 8318 * AEBEFR
B ARITHER € RIRITA R
A ANR#16,876,0007T (20184 :
AR #75,909,0007T) ° B+ EE
)RR IR 28 2 AR B A e AT B B
HEH

£B8 | FE#®RE20109
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Notes to the Consolidated Financial Statements (Continued)

e R HRR M (R)

For the year ended 31 December 2019 (Expressed in Renminbi unless otherwise indicated) #Z2019%F 12 31 H1FFZ (B 55BN + UA RIS T)
24. CASH AND CASH EQUIVALENTS AND 24, e RASEBEYREMRE

OTHER CASH FLOW INFORMATION &R ()
(CONTINUED)
(c) Reconciliation of liabilities arising from () RIBEZHELZAELHE

financing activities

Financial
liabilities
Accrued at fair Total
interest value liabilities
including through from
Bank Other in other profit Lease financing
borrowings  borrowings payable orloss liabilities activities
AR RARE R
EA%E  SIARE Efz

BUEE  RMER  JEIRE HERRR  RERR #a%
RMB'O00  RMBO00  RMBO00  RMB'000  RMB'000  RMB'000
ARBTT  ARRTR ARMTR ARMTR ARMTR ARWTR

At 1 January 2019 7201 9¢1H15 859,282 151,268 9,298 391,058 - 1,410,906
Changes from financing RERERECE

cash flows:
Proceeds from new bank FEBTRENEERERE

and other borrowings 606,632 416,987 - - - 1,023,619
Repayments of bank BREARAMES

and other borrowings (678,798)  (368,595) - - - (1,047,393)
Proceeds from issue of BOTARERHGHAE

convertible bonds - 120,404 - 19,663 - 200,067
Payment for cost of issuing T AREHLIAA

convertible bonds - (205) - (136) - (341)
Proceeds from issue of EIRAERTENR

corporate bonds - 46,937 - - - 46,937
Payment for cost of TRRRNEFEARE

issuing corporate bonds - (4,747) - - - (4,747)
Repayment of corporate bonds ~ EEA A4 - (21,007) - - - (21,007)
Repayment of lease liabilites ~ EEEEAf - - - = (585) (585)

Interests paid BERFIE - (1306) (92,439 - (386)  (94,131)
Other changes: g

Interest expenses HE Ffﬁi - 5974 94,927 - 386 101,287
Changes in fair value DNHERD - - - 29,853 - 29,853
Conversion into ordinary shares &1 A% &k - (119,558) - (17.213) - (196,771)
Addition of lease liabilites ~ EEREA(E - - - - 5,639 5,639
Foreign exchange movement  JhE2 4,429 4,751 - 11,724 93 21,008
At 31 December 2019 #2019 1274318 791,545 230,909 11,786 434,949 5152 1,474,341
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Notes to the Consolidated Financial Statements (Continued)

e TR HRR M (R)

For the year ended 31 December 2019 (Expressed in Renminbi unless otherwise indicated) #Z2019%F 12 31 AIFEE (B 5 H#EHI + UA RIS T)

24. CASH AND CASH EQUIVALENTS AND

OTHER CASH FLOW INFORMATION wmE R (#)
(CONTINUED)
(c) Reconciliation of liabilities arising from (0 MEGHEACCBEEYER
financing activities (continued) (&)
Financial
liabilities
Accrued at fair Total
interest value ligbilities
including through from
Bank Other in other profit lease  financing
borrowings  borrowings payable or loss liabilities activities
AARE  BARE BV )
ERTE  JIAER B
RRE  HMEE  ZEHNE  HERAE  HERE ek
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARETTE  ARETT ARETR ARETR ARETR ARET
At 1 January 2018 R018E1A1R 656,055 - - 131,058 - 787113
Changes from financing cash ~ BEBR&HEZ %
flows:
Proceeds from new bank and ~ STEETREREEHEAA
other borrowings 984,501 560,000 - - - 1,544,501
Repayments of bank and other  EEFITRAMEE
borrowings (789,525)  (408,732) - - - (1,198,257)
Interests paid B8 - - (61,733) - - (61,733)
Other changes: EtEs:
Interest expenses R - - 71,031 - - 71,031
Changes in fair value INNEEE) - - - 280,086 - 280,086
Conversion into ordinary shares 8% A - - - (20,59) - (20,59)
Foreign exchange movement ~ ShEE 8,251 - - 510 - 8,761
At 31 December 2018 H2018124318 859282 151268 9298 391,058 - 1410906
PEXEBZESEE | FEHRSF2019
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Notes to the Consolidated Financial Statements (Continued)
GEMBRERMETE (B)

For the year ended 31 December 2019 (Expressed in Renminbi unless otherwise indicated) 22019412 531 A1t F/% (B F5H#EHI + UAEEFTR)

25. CONTRACT LIABILITIES 25. BN EE
Liabilities related to contracts with customers: BEAAMBAaE
2019 2018
RMB’000 RMB’000

ARBT T ARBTT

Advances received from customers B E PR 16,022 12,871
Movements in contract liabilities: AdaEn e

2019 2018

RMB’000 RMB'000

AR®TR ARBETT

Balance at 1 January R1ATE R & 12,871 12,573
Decrease in contract liabilities as YT AEHNEE
a result of recognising revenue ZEHNBERTRN

during the year that was included in 7R U 5 M sk 4

the contract liabilities

at the beginning of the period (11,500) (12,573)
Increase in contract liabilities as A RHBERS A WEE A

a result of receiving forward sales EIZ 4 m g

deposits during the year 14,651 12,871
Balance at 31 December M12A31 A& 16,022 12,871
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Notes to the Consolidated Financial Statements (Continued)
GREMBRERMETE (B)

For the year ended 31 December 2019 (Expressed in Renminbi unless otherwise indicated) 22019412 531 A1t F/% (B Z5 5485+ UAEETT)

26. TRADE AND OTHER PAYABLES 26. EZ R EHMENFIE
2019 2018
RMB’'000 RMB'000

ARBTR ARETT

Trade creditors =) AN GO 27,727 17,829
Bills payable EREE 7,010 10

Total trade creditors and bills payable & 5 F& < 2008 % JE 14 Z 4%

B 34,737 17,839
Accrued staff costs JET B TR 2,714 4,870
Construction costs payable FESF AR AR 20,105 51,605
Deposit received for proposed disposal i #t H & — i b B & 7 it
of a subsidiary (note (a)) W Z & (K@) - 70,000
Considerations payable R (E 6,000 10,772
Other payables and accruals H R RIE R E R 120,027 143,447
183,583 298,533
All of the trade and other payables are expected B MEMENRBEZMEAR —FA
to be settled within one year or are repayable on HARERER o

demand.

hEEEBEEE | FERE20109 323
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Notes to the Consolidated Financial Statements (Continued)

e R HRR M (R)

For the year ended 31 December 2019 (Expressed in Renminbi unless otherwise indicated) 22019412 531 A1t F/% (B F5H#EHI + UAEEFTR)

26. TRADE AND OTHER PAYABLES
(CONTINUED)

Notes:

(@ On 29 December 2018, the Company entered
into a letter of intent with an independent third
party, to dispose of its 89% equity interest in NT
Biopharmaceuticals Jiangsu Co., Ltd. The Company
had received a deposit of RMB70 million from the
potential investor. The transaction was subsequently
cancelled by both parties and the deposit received of
RMB70 million was refunded to the potential investor
on 7 January 2019.

(b)  Ageing analysis of trade creditors and bills payable

GEE

26. €5 & H B RIE (8)

20184128298 * ARG H &
HRNFEEMRETHBERRAZ
89%MIER —Z B E=HFI M EM
E-ARRIEAEAEREE NI IZS
ARBIOEBIL - ZRHHEWER
BUE - MERIEEARE708 TR
2019F1A7BWRE T ELERES -

BHRNFARENEREZEZAH

based on the billing date of invoices is as follows: STEMERER DT

2019 2018

RMB’000 RMB’'000

AR%T T ARBTFT

Within 3 months =@EARN 25,612 10,971
More than 3 months but within BAE=-EAERANEARA

6 months 1,069 1,816

More than 6 months but RN EAER—FA

within 1 year 5,180 3,385

More than 1 year BE—F 2,876 1,667

34,737 17,839
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Notes to the Consolidated Financial Statements (Continued)
AR RMEE (E)

For the year ended 31 December 2019 (Expressed in Renminbi unless otherwise indicated) 22019412 531 A1t F/% (B Z5 5485+ UAEETT)
27. BANK AND OTHER BORROWINGS 27. |RITREHMEE

Details of bank and other borrowings are as follows: RITREMEEFBOT

2019 2018
RMB’000 RMB’'000
AR¥ET T AR¥ET T
Current RE
Secured bank borrowings BHRMRITEE 538,413 749,282
Unsecured bank borrowings mIKRITEE 210,632 110,000
Secured other borrowings BERBEMER 173,086 81,301
Unsecured other borrowings R EMEE
— Other borrowings —HnEE 26,342 66,417
- Corporate bonds (note (v)) — NalfEE (K sEwV) 9,275 -
957,748 1,007,000
Non-current ERE
Secured bank borrowings BEMRITEE 42,500 -
Secured other borrowings BHRAEMEE - 3,550
Unsecured other borrowings EAEMEE
— Corporate bonds (note (v)) — RNEEFH (BTEEWV) 14,166 -
— Convertible bonds (note 30) — Al A% (& % (BfFE30) 8,040 -
64,706 3,550
Carrying amount payable: UTHIBEMNEEE :
— Within one year ——FR 791,675 775,786
— After one but within two years ——FREMFA 171,073 95,070
— After two but within five years —MERBRERFA 59,706 139,694
Total borrowings EEEE 1,022,454 1,010,550
Less: Current portion of borrowings & R—FREEZEEZ
due for repayment within BN ERER 1
one year (791,675) (775,786)
Non-current portion of borrowings Bt 5 B B SR (B 2 IR K
subject to immediate demand Z1EE 2 IR EL
repayment clause (166,073) (231,214)
Non-current borrowings JERNEAEE 64,706 3,550
PR EBEER | FEHRE2019 325



Notes to the Consolidated Financial Statements (Continued)

AN
:%/T\I:I

BB ()

For the year ended 31 December 2019 (Expressed in Renminbi unless otherwise indicated) 22019412 531 A1t F/% (B F5H#EHI + UAEEFTR)

27. BANK AND OTHER BORROWINGS

(co

Notes:

(@)

(iii)

(iv)

China NT

NTINUED)

GEE

Secured bank borrowings carry interest rates ranged (i)
from 4.30% to 6.30% (2018: 4.30% to 6.19%) per

annum. Unsecured bank borrowings carry interest

rates ranged from 5.30% to 5.65% per annum

(2018: 5.43% to 5.80%). The unsecured bank

borrowings were guaranteed by certain subsidiaries

of the Company.

Secured other borrowings carry interest rates ranged
from 6.50% to 15.00% (2018: 5.40% to 14.04%)
per annum. Unsecured other borrowings carry
interest rates ranged from 6.00% to 12.00% (2018:
6.00% to 9.00%) per annum. The unsecured other
borrowings of approximately RMB13,341,000 were
guaranteed by a subsidiary of the Company.

As at 31 December 2019, certain bank and other
borrowings were secured by the following assets of

(iii)

27. RITRHEMEE (8)

BERBITEENEATFL30%E
6.30% (20184 : 4.30%%6.19% ) °
EERBITEENEATFS30%E
5.65% (20184 : 5.43%%5.80% ) °
ERFRTEERARAETHER
AIERELR o

FEMEMESF ERETF6.50%
Z£15.00% (20184 : 5.40% &
14.04%) - MEREMEENE ST
F6.00%%12.00% (20184 : 6.00%
%£9.00%) - EEMEMEEHNARE
13,341,00070 B AR A 7] — [ i B A 7]
TEHER -

R2019% 128318 ' HETRITREA
EERAEBEATEEFERKIT

the Group:
2019 2018
RMB’000 RMB’000
ARET T ARBF T
Fixed assets (note 15) EE&E (FIzE15) 270,271 201,798
Trade receivables (note 22) B o rEME (ME22) 797 75,547
Pledged bank deposits (note 23) BHEFRITER (FIFE23) 40,000 38,000
311,068 315,345

As at 31 December 2019, the Group had
banking facilities of RMB799,095,000 (2018:
RMB1,180,478,000), which were utilised
to the extent of RMB616,304,000 (2018:
RMB1,102,734,000).

Pharma Group Company Limited | Annual Report 2019

20194128318 » AEBEHETT
A& A AR #799,095,0007T (2018
& : AR#1,180,478,0007T) @ £
REEASEAARE616,304,0007T
(20184 : AFR1,102,734,0007T) °



Notes to the Consolidated Financial Statements (Continued)

e TR HRR M (R)

For the year ended 31 December 2019 (Expressed in Renminbi unless otherwise indicated) ZZ2019412 431 E/zt”f/* (B=E#EHI l)(/\ﬁé’@ﬂ//f)

27. BANK AND OTHER BORROWINGS 27. B 1T
(CONTINUED)
Notes: (continued) BT 5
(v)  The corporate bonds recognised in the consolidated (v)
financial statements are calculated as follows:

2.5% 6.0% 8.0%
Corporate  Corporate  Corporate
Bondsdue  Bondsdue  Bonds due
2019 2023 2020
R2019% #2035 R2020%
HEW25%  HEM6.0%  HIHH8.0%
AAEE  LAEF LEES
RMB'000 RMB'000 RMB'000
ARETR  AR®TR ARETR

Hitt 58 (#)

(%)

4=
T

&
;zu'l’

ﬁﬂl& %

0.5% 0.1% 3.0%
Corporate  Corporate  Corporate
Bonds due  Bondsdue  Bonds due

2019 2019 2019

20195 R019F #2019
HEM05%  HEI0%  HE3.0%
AREE  LAAEE  LAES
RMB'000 RMB'000 RMB'000

MR P BN ABEFG

Total

it
RMB'000

AEBTR ARMTR ARWTR ARETR

At 1 January 2019 201951518
Issuance during the year TEER 4301 17,350 9,049 4991 6,848 4398 46,937
Transaction costs R58F @3) (4,164) (364) - - (176) (4,747)
Interest charged BHHE 154 1,220 754 26 7 308 2,469
Interest paid ERFIE (112) (692) (335) (26) (7) (134) (1,306)
Interest payable included in other 5t A K ft /&4 5178 R fE s B it

payables and accruals (note 26)  FEFT|S (Hf526) - - (187) - - - (187)
Repayment during the year ~ AZEFEE (4,355) - - (5,129) (7,038) (4,485) (21,007)
Exchange difference EizE 55 452 358 138 190 89 1282
Carrying amount as at 01951283182 BB

31 December 2019 - 14,166 9,275 - - - 23,441

The Group's corporate bonds were denominated in
Hong Kong dollars, with duration of three months to
four years from the date subscribed.

GANNCTRE 7 -

REBEB R RMES AE TR - FH
Egu/uﬁgaﬁﬂi @A Z=MmF -
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Notes to the Consolidated Financial Statements (Continued)
GEMBRERMETE (B)

For the year ended 31 December 2019 (Expressed in Renminbi unless otherwise indicated) 22019412 531 A1t F/% (B F5H#EHI + UAEEFTR)

28. LEASE LIABILITIES 28. HEEE
The following table shows the remaining contractual TRETHENRBARSEHERRER
maturities of the Group’s lease liabilities at the end WMEERBMBMEENFE165%E BAR
of the current and previous reporting periods and at EEHEABCHBENHR -

the date of transition to HKFRS 16:

2019 2018
Present Total Present Total
value of the minimum value of the minimum
minimum lease minimum lease
lease payments payments lease payments payments

REEE RERE HEHE REHRE
HRORE NREE  HFOZRE et
RMB’000 RMB’000 RMB'000 RMB'000
ARBTR  AR®TR  ARETT  ARETE

Within 1 year —FR 1,866 2,472 - -
After 1 year but within 2 years BB~ FERMER 2,145 2,472 - -
After 2 years but within 5 years ~ BBMFERTFR 1,141 1,186 - -
After 5 years BBRE - - - -

3,286 3,658 - -

5,152 6,130 - -
Less: total future interest expenses 1, = A 2K F| 557 858 (978) -
Present value of lease liabilities ~ HE&EZRE 5,152 -
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Notes to the Consolidated Financial Statements (Continued)

e M EHRRHE (&)

For the year ended 31 December 2019 (Expressed in Renminbi unless otherwise indicated) 22019412 531 A1t F/% (B Z5 5485+ UAEETT)

29. FINANCIAL LIABILITIES AT FAIR 29. RAREBEIABEZNEREE
VALUE THROUGH PROFIT OR LOSS

2019 2018
RMB’000 RMB’000
AR¥T T ARETTT
Put option under redeemable AR B AR AR E R IR T 8
convertible preference shares RobEARE (MFE35)
(note 35) 432,107 391,058
Conversion option under convertible — BJ{ARX (&35 T B 0 JE#E
bonds (note 30) (HMf5E30) 2,842 -
Imputed interest payable under & W E B O R T 2 e
a redemption clause of an HERE (KEE18(ii)
investment agreement (note 18(ii)) 13,112 10,024
Financial liabilities at fair value RAREIABRA
through profit or loss LRAE 448,061 401,082
Less: Current portion W, BIHAER (445,219) (10,024)
Non-current portion FERNHAER 2,842 391,058

30. A RRESF
R2019F4F18H ' RARIETAE ®

30. CONVERTIBLE BONDS

On 18 April 2019, the Company issued 5%

convertible bonds with a principal amount of
HK$234,600,000. The convertible bonds entitle
the holder to convert into ordinary shares of the
Company at any time between the issue date of
the convertible bonds and the maturity date on 17
April 2022 at a conversion price of HK$0.742 per
conversion share. If the convertible bonds have not

been converted or redeemed, it will be redeemed on

¥ /5234,600,00078 7T 25% Al 2 iR (&
% AIMREF 2 HB A B AR RE
FETBHEBREZ A (202244
17 8) B8 2 F fa] F D 4 B AR 2 AR AR 1)
0.7428 TR IREE M B A F E il
B o W AT AR (B W R B RSk fE B - H
15 H2022F4R17B IR EEEE - AJ i
P fEH IR EFR5% A E 2 F B R E

17 April 2022 at par. Interest accruing at the rate of FEEINEZINHMERI -
5% per annum on the convertible bonds will be paid
semi-annually until the maturity date.
PR EEBESEE | FEHRE20109 329
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Notes to the Consolidated Financial Statements (Continued)
RE B RERMEE (F)
For the year ended 31 December 2019 (Expressed in Renminbi unless otherwise indicated) 22019412 531 A1t F/% (B F5H#EHI + UAEEFTR)
30. CONVERTIBLE BONDS (CONTINUED)

The major terms of the convertible bonds are as

follows:

(i)

(i)

(iii)

(iv)

China NT Pharma Group Company Limited |

Conversion by the bondholder

The bondholder may at any time before the
maturity date requires the Company to convert
the whole or any part of the outstanding
principal amount of the convertible bonds into
ordinary shares of the Company at the initial
conversion price of HK$0.742 per conversion

share.

Redemption at maturity

Unless previously converted or purchases and
cancelled, the Company will redeem each bond
at the outstanding principal amount on the

maturity date.

Redemption at the option of the Company

The Company shall not be entitled to redeem
the convertible bonds in whole or in part at
any time prior to the maturity date, except by
mutual consent of the bondholder and the

Company.

At initial recognition, the Company determined
the fair value of the embedded conversion
option and liability component based on the
valuations performed by Jones Lang LaSalle
Corporate Appraisal and Advisory Limited
(“JLL") using discounted cash flow approach
(as for the straight debt component) and
polynomial pricing model. The effective interest
rate of the liability component is 24.42% per

annum.

30. A& (S 2 ()
AR E S EBHERAT

(i)

(iii)

(iv)

Annual Report 2019

BEHFFAAER
EHFREARNNEREA ZATH
1 fo] 05 P 2 SRR 12 ) 6 AT IR AR £
FMARBEEREHN BRI DK
TR IR 150.74278 TR IR 1R
BREZRABRAAB LB

2 HARE [
BIFERMCBRABERERE &
AR RARBRBBARAREER
THRBBLOENES -

ARPEEED

BOEESFBBEARARA KA
B ARREER S B AR EA
F Fl B [0 2 AR s BB 0 AT IR (B 55 o

R HERE - AR B ERN P25
ThEERBABRAT ([
ST EAMRBESREE (H
REEBE D) R_EAEEBER
TEL B EE - BEE N EBRIRRE R &
BBINARE - EHHHER
MEBFFE24.42% -



Notes to the Consolidated Financial Statements (Continued)
RE M RRMEE (&)
For the year ended 31 December 2019 (Expressed in Renminbi unless otherwise indicated) 22019412 531 A1t F/% (B Z5 5485+ UAEETT)
30. CONVERTIBLE BONDS (CONTINUED) 30. AT RRE 3 (&)

The debt component of the convertible bonds is A 2% & 5 7 (& 75 56 5 H 8 8 Bk AR 5
B MREERITETIAIER AR
P AEE o

carried at amortised cost and the conversion option

is accounted for as a derivative with fair value

through profit or loss.

Financial
liabilities
under
conversion
Liability option at
component FVTPL Total
BARE
FIANEHRZ
BRRETZ
() TRAE #st
RMB’'000 RMB’000 RMB’000
ARBTT AR®TT ARBT T
(note 27) (note 29)
(M &E£27) (K &£29)
Fair value at issue date on NETHER (201945
18 April 2019 4A188) 2 AR 1A 120,404 79,663 200,067
Issuing costs BITAR (205) (136) (341)
Interest amortised and R ABREY
charged to profit or e (HzE7(a))
loss (note 7(a)) 4,115 - 4,115
Interest paid B A - - -
Conversion of convertible EmA AR ES S
bonds into ordinary shares A A% (B %))
(note (i)
— Transfer to share capital — R K = — —
— Transfer to share premium — BT HE (119,558) (77,213) (196,771)
Change in the fair value N EE = (1,880) (1,880)
Exchange difference PE o =% 3,707 2,408 6,115
At 31 December 2019 7201912 H318 8,463 2,842 11,305
Less: Amount due within o R —FRBE 2
one year (note (i) &5 (MTFEG) (423) - (423)
Amount due after one year R —FEF| B2 & 8,040 2,842 10,882

GANNCTRE 7 -

|

FEHREFE20109
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Notes to the Consolidated Financial Statements (Continued)

e R HRR M (R)

For the year ended 31 December 2019 (Expressed in Renminbi unless otherwise indicated) 22019412 531 A1t F/% (B F5H#EHI + UAEEFTR)

30. CONVERTIBLE BONDS (CONTINUED)

Notes:

30.

(i) The amount represented interest payable which is

included in accruals (note 26).

(i)~ Summary of conversion of convertible bonds during
the year ended 31 December 2019 is as follows:

o] iR R 2 ()
B

iy WEE/INAREEBNEMNHE (K

££26) °

(i) #HZE2019F12831H IEFEE AL E

FEEBBIEMT

Number of ordinary

Date Amount shares converted
H H# -] frEgnsEBEREA
16 May 2019 RMB10,404,000 16,172,506
2019457 16H AR #10,404,0007T
24 May 2019 RMB186,367,000 282,000,000
2019457 24H AR #186,367,0007T

31. INCOME TAX IN THE CONSOLIDATED

STATEMENT OF FINANCIAL
POSITION

(a) Current taxation in the consolidated

31. ZEMBARR KA TEHR

(a) FFAERS MBI K B AR H

statement of financial position FIE
represents:
2019 2018
RMB’000 RMB’000
AR¥TR ARETTT
Provision for Hong Kong BEFEHRE
Profits Tax 12,053 2,417
Provision for PRC income tax H Bl PRSI 9,026 10,140
21,079 12,557
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Notes to the Consolidated Financial Statements (Continued)

e TR HRR M (R)

For the year ended 31 December 2019 (Expressed in Renminbi unless otherwise indicated) 22019412 531 A1t F/% (B Z5 5485+ UAEETT)

31. INCOME TAX IN THE CONSOLIDATED

STATEMENT OF FINANCIAL
POSITION (CONTINUED)

(b) Deferred tax assets and liabilities

recognised:

The components of deferred tax

assets/(liabilities) recognised in the consolidated

1. ZEHMBMRARANVABH

(%)

(b) BHERNELCREEERE
&
R A MBI R A E R AR
EHEEE/(BE) BORFA

statement of financial position and the BEHIOT -
movements during the year are as follows:
Provision
for asset
impairment
EERERE
RMB’000
ARBT T
At 1 January 2018 R2018F1A1H 56,885
Charged to profit or loss (note 8(a)) BB k% (M 5E8(a)) (56,885)
At 31 December 2018 and M2018F12A31H X201941A1H
1 January 2019 =
Charged to profit or loss B8z Mk -
At 31 December 2019 72019 12A31H -
Note: The effects of reversal of the temporary BicE : 20185 12A31H » B EELER A

difference for deferred tax assets of

BEEEREEBELHARKS6,885,000

RMB56,885,000 as at 31 December 2018, TTHFZE  TERNASEETHEH

arose mainly from internal restructuring of the
business of the relevant subsidiaries within
the Group which contributed to a decrease
in expected future taxable profits of these
subsidiaries against which the deductible

MEBARFRANNEFER FHE
HBBEZSHI B D R e TRE AR R R
PR - EMEHBERE S E
Wk BB E B e R T IR B EE T
MARKAI BB Z AR ERFZER -

temporary differences, which were previously
recognized as deferred tax assets, in respect
of the provision for impairment of trade

receivables will be utilised in the future.

PEFEEEEEE | FEHE2019

B
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Notes to the Consolidated Financial Statements (Continued)

e R HRR M (R)

For the year ended 31 December 2019 (Expressed in Renminbi unless otherwise indicated) 22019412 531 A1t F/% (B F5H#EHI + UAEEFTR)
31. INCOME TAX IN THE CONSOLIDATED 3. GEMBRRRANAES

STATEMENT OF FINANCIAL

POSITION (CONTINUED)

(c) Deferred tax assets not recognised
In accordance with the accounting policy set
out in note 2(u), the Group did not recognise
deferred tax assets in respect of unused tax
losses of certain subsidiaries amounting to
RMB839,591,000 (2018: RMB623,027,000)
and other temporary differences amounting to
RMB568,371,000 (2018: RMB408,486,000) as
at 31 December 2019. The directors consider it
is not probable that future taxable profits will
be available to utilise these deferred tax assets.

The tax losses will expire in following years:

(%)

(©)

REBNBELEH AL E
RIBEM FE2(W) T G TR - R
2019F 12 A3THASE B W ALK
ERBARMNARBABEEEBA
R #839,591,0007T (20184 : A
R #623,027,0007T) & H 1 B B
=8 AR #¥568,371,0007T (2018
&+ AR #¥408,486,0007T) MR
BEMBEEE -BBERA BEER
PR PE SR B m A AT A UL IR
BEEMAEETR - HIABER
RT3 E R :

2019 2018
RMB’000 RMB’000
ARBT R ARETT

2019 20194 - 103,035
2020 20204 40,760 40,760
2021 20214 95,354 95,354
2022 20224 74,064 74,064
2023 20234 312,123 309,814
2024 20244 317,290 -

839,591 623,027
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Notes to the Consolidated Financial Statements (Continued)

AR RMEE (E)

For the year ended 31 December 2019 (Expressed in Renminbi unless otherwise indicated) 22019412 531 A1t F/% (B Z5 5485+ UAEETT)
31. INCOME TAX IN THE CONSOLIDATED 1. ZEHMBMRARANVABH

STATEMENT OF FINANCIAL

POSITION (CONTINUED)

(d) Deferred tax liabilities not recognised
No deferred tax liabilities in respect of
undistributed profits of PRC subsidiaries have
been provided as the Group controls the
dividend policy of these subsidiaries and has no
plans to distribute profits that are subject to
PRC dividend withholding tax in the foreseeable

future.

As at 31 December 2019, the aggregate
amounts of undistributed profits of the Group’s
PRC subsidiaries in respect of which the Group
did not provide for dividend withholding tax
were approximately RMB237,322,000 (2018:
RMB234,062,000). No deferred tax liabilities
has been recognised in respect of these
temporary difference because the Group is in a
position to control the timing of the reversal of
these temporary differences and it is probable
that such differences will not reverse in the

foreseeable future.

32. EQUITY-SETTLED SHARE-BASED

TRANSACTIONS

Share option schemes

NT Pharma Holdings Company Limited (“NT
Holdings”) operated a share option scheme which
was adopted on 18 September 2009 (“2009 Share
Option Scheme”). Under the scheme, certain
employees of the Group may be granted share
options to acquire the shares in NT Holdings. The
options vest after one to three years from the date of
grant and are exercisable within ten years after the
date of grant. Each option gives the holder the right

to subscribe for one ordinary share in NT Holdings.

OB %

(%)

(d) RERNELEHRBRE
o B i 2 ) 3F 4% Bt oK 53 R 3
BEBETHERE  DEAEERR
BlRSHEBARNBRERKEAY
mE R AR R R KD IRBHMD
e B A% TR B M o

R2019F 128318 * AEE I K
FTR IR BTE 30 B 4 O B B
RAIRD BT BEHO /AR
237,322,0007T (20184 : A R
234,062,0007T) ° 3 & 3t 1t %5 ER
HERERBRTEHEAE  BAK
£ B 2 I 1 B bt S5 B I 2 RE A B
B ZEERA AT RARRH
TRERE -

32. UESFZEIURGHERDN

R5

B AR AT 2

NT Pharma Holdings Company Limited
(INT Holdings]) #17 — B iR #E 51 &
I 7200959 A 18 B £ 4N ([ 20094F 5 A%
e ) - REBEZETE > AEEE TR
BB IRERBENT Holdingsik 5 - i
BREBHEXTEAME—E=FKREE
YRRz B +F AR T -
0 IE IR R T 35 B AR RR B8 — BRNT
Holdings & i@ i °
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Notes to the Consolidated Financial Statements (Continued)
e RN EE (&)

For the year ended 31 December 2019 (Expressed in Renminbi unless otherwise indicated) 22019412 531 A1t F/% (B F5H#EHI + UAEEFTR)

China NT Pharma Group Company Limited |

32. EQUITY-SETTLED SHARE-BASED

TRANSACTIONS (CONTINUED)

Share option schemes (continued)

On 7 April 2011, the directors of NT Holdings
terminated the 2009 Share Option Scheme and the
directors of the Company adopted the Pre-IPO Share
Option Scheme under which each option gives the
holder the right to subscribe for one ordinary share
in the Company. Under the Pre-IPO Share Option
Scheme, each grantee of options under the 2009
Share Option Scheme exchanged his/her options
under the 2009 Share Option Scheme for options
under the Pre-IPO Share Option Scheme on a 2 for
1 basis. The exercise price payable by the grantees
for each option granted under the Pre-IPO Share
Option Scheme is double the exercise price payable
by the grantees for their respective options granted
under the 2009 Share Option Scheme (save for those
options which have an exercise price of 70% of the
price at which the Company offered its shares for
subscription in the public offering on 20 April 2011
(the "Offer Price”)). All other terms of the Pre-IPO
Share Option Scheme are identical to the 2009 Share
Option Scheme. The exchange of the share options
was considered a modification to the 2009 Share
Option Scheme. As the modification did not result
in a material change in the value of the outstanding
options at the date of modification, the modification
had no impact on the profit or loss of the Group for

the year ended 31 December 2011.

The Company adopted a share award scheme (the
“Share Award Scheme”) on 11 January 2012 which

was subsequently terminated on 6 March 2014.

Annual Report 2019

32. UEREESUKROGBERD

R5 (&)

AR T8 (8)

7201144878 * NT HoldingsH) & =
12009 EIRERT S MARAIES
AR B R AFREEABREE - B
b BERENFEABRRE K
RARERR - REBERAFEEAHE
RRHEET 8] - 2009F AR MERT BITE T AR
Bt AR A B & B A E 20094 B8 A 42
FEIETHEREREMMHIRER —HE
EEBM AR ARBEEABRENEIE
THBRE ABEARBRBEERAARE
EREREAZERNBHBRERN
TR E R AR AR FRIE20094F B A%
REETEERNERERMITEENOREG
(TEEBABARTN20115F4 8208 #17
ANABERREFEHRO AERED
B ([HEE]) 70%MEBARERIN) -
BRARMBEENBERETEINMA At
R E2009F BB ARAE AT 8 — 3K - HREUE
RRIEM AR A2009F BE AR #E AT BI RV1E ET -
B FZ IS BT I R B B R AT R AR R )
BENEITZALREXNEE RS
WARHAEBEEZE2011F12A318 1k
FEE G M EIBERERZE -

ARATF2012F1 511 B AR 228
T &) ([AR D ZEETE ) - HIZEK2014
FI3IA6EKIE -



Notes to the Consolidated Financial Statements (Continued)
e MR EE (&)

For the year ended 31 December 2019 (Expressed in Renminbi unless otherwise indicated) 22019412 531 A1t F/% (B Z5 5485+ UAEETT)

32. EQUITY-SETTLED SHARE-BASED

TRANSACTIONS (CONTINUED)

Share option schemes (continued)

A new share option scheme was approved and
adopted by the shareholders of the Company
pursuant to an ordinary resolution passed on 22
September 2014 (“2014 Share Option Scheme”).
The 2014 Share Option Scheme was set up for the
purpose to provide rewards and incentives to eligible
participants for their contribution to the Group. The
exercise price is to be determined by the Board and
shall not be less than the highest of (i) the closing
price of the shares as stated in the Stock Exchange’s
daily quotation sheet on the date of grant of such
a share option; (ii) the average closing price of the
shares as stated in the daily quotation sheets issued
by the Stock Exchange for the five business days
immediately preceding to the day of offer of such
a share option; and (iii) the nominal value of the
shares. A nominal consideration of HK$1 is payable
on acceptance of the share option within 21 days

from the date of making such offer.

The maximum number of shares in respect of which
options may be granted under the 2014 Share
Option Scheme and any other share option schemes
of the Company may not exceed 10% of the issued
share capital of the Company at the date of approval
of the 2014 Share Option Scheme. The maximum
number of shares issuable under 2014 Share Option
Scheme to each eligible participant within any
12-month period is limited to 1% of the issued
share capital of the Company from time to time.
Any further grant of share options in excess of this
limit is subject to shareholders’ approval in a general

meeting.

OB %

32. UERGEEIUKROGBERD

R5 (&)

AR T8 (8)
RIE2014F9A22R BB Z L BRE
B ARQ AR E RN — B ER
REETE ([2014F BB AR MEET &) - 2014
FHEBREFENERLE ARG ERSHE
EHAEEEL 2 ERMIBHERD RS
B-THEERE=gETE  ATGHER
THREE  (WRHPZERERL B
R ZMEBAREEMT 2 WHE :
(DM A BB ez B AR £ I B B AT AL (&
EEBARBRXMEBEREEMTZTY
Wi {8 ¢ KRGk in 2 EfE - RN ER
R AR EREE L B 21 AR
BAREIBT -

RIF20145F B kgt &) f A 2 REE
i 8 PR 5 819X 1 B AR A AR B 2 B B
BERZITFEERANQAN2014F B R
AT EHE R BEBRITRAZ10% - 1
EA21E A B - RIE2014F B AAEST
BN AZAERSAERTZHERN
BEUNARRBTEDEITRNDZ1%A
PR o 1% B 38 7% IR i) 2 AE A EL 4tk 8 AU A
ARBRRNBERARE L& -
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Notes to the Consolidated Financial Statements (Continued)
AR (8)

For the year ended 31 December 2019 (Expressed in Renminbi unless otherwise indicated) 22019412 531 A1t F/% (B F5H#EHI + UAEEFTR)
32. EQUITY-SETTLED SHARE-BASED 32. UEREEWURDAERD

China NT Pharma Group Company Limited |

TRANSACTIONS (CONTINUED)

Share option schemes (continued)

Share options granted to a director, chief executive
or substantial shareholder of the Company, or to any
of their associates, are subject to approval in advance
by the independent non-executive directors. In
addition, any share options granted to a substantial
shareholder or an independent non-executive
director of the Company, or to any of their
associates, in excess of 0.1% of the shares of the
Company in issue at any time or with an aggregate
value (based on the closing price of the Company’s
shares at the date of each grant) in excess of HK$5
million, within any 12-month period, are subject
to shareholders’ approval in advance in a general

meeting.

The options under the 2014 Share Option Scheme
vest after one to three years from the date of grant
are exercisable for a period of ten years following the

date of grant.

During the years ended 31 December 2019 and
2018, no share option was granted to employees and

consultants under the 2014 Share Option Scheme.

Annual Report 2019
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Notes to the Consolidated Financial Statements (Continued)

AR e B R IR AR AL ()

For the year ended 31 December 2019 (Expressed in Renminbi unless otherwise indicated) 22019412 531 A1t F/% (B Z5 5485+ UAEETT)

32. EQUITY-SETTLED SHARE-BASED
TRANSACTIONS (CONTINUED)

Share option schemes (continued)

(a)

The terms and conditions of the grants

(after modification)

32. URERGEEVWURGAERDN

R5 (&)

B IR 2 ()

(a) R RN MRME (BRTIR)

Date Number of options Vesting conditions Exercise period
S BREZR BB R TR
Options granted to directors:
RYERHOERE
-1 March 2010 2,400,000  Exercisable in 3 equal tranches On or prior to
from 1 March each year 28 February 2020
from 2011 to 2013
- 2010%3H1H 2,400,000 20116220135 - §F ®2020%2 A28H
3A1H - A3EREETR Bl
-1 July 2010 3,227,325 Exercisable in 3 equal tranches On or prior to
from 1 July each year 30 June 2020
from 2011 to 2013
- 2010%7H1H 3,227,325 201156220135 - §F %2020%6 A30H
7TR18 - H3EREETR Bl
- 15 January 2015 8,000,000 Vesting of the options is On or prior to
conditional upon the 14 January 2025
performance of the participant.
Options granted are vested in
3 equal tranches from
1 January each year
from 2016 to 2018
- 20151 A15H 8,000,000 B GRR2EERR 2025617148
MiE o Kl Z B ER20165F H Al
220185 - REF1A18
DIMERAHEREB
13,627,325

hEEEREEE |

FEHREFE20109
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Notes to the Consolidated Financial Statements (Continued)

AR (8)

For the year ended 31 December 2019 (Expressed in Renminbi unless otherwise indicated) 22019412 531 A1t F/% (B F5H#EHI + UAEEFTR)

32. EQUITY-SETTLED SHARE-BASED 32. UEREEWURGDAERD
TRANSACTIONS (CONTINUED) X5 (&)

Share option schemes (continued) ERREETE (&)

B R R R (B RT 1R)
(&)

(@) The terms and conditions of the grants (a)
(after modification) (continued)

340

Date Number of options Vesting conditions Exercise period
=R BREHR BEGT T
Options granted to
employees:
RYEEMOERE

- 28 January 2010 11,373,966  Exercisable in 3 equal tranches On or prior to
from 28 January 2011 to 2013 27 January 2020
- 2010%1H28H 11,373,966 R20115£20135 - B4 120201 H27H
1R288 @ 3B ETE .2 Al
-1 March 2010 100,000  Exercisable in 3 equal tranches On or prior to
from 1 March each year 28 February 2020

from 2011 to 2013
-2010%3H1H 100,000 H20115FX20135F - §F 120202 H28H
3A1A - p3AREETR H Al
-1 July 2010 1,522,675  Exercisable in 3 equal tranches On or prior to
from 1 July each year 30 June 2020

from 2011 to 2013
- 2010%7H1H 1,522,675 2011 X20135F - §F 11202056 H30H
7A1E - A3YEREEITE 2 Bl
- 1 September 2010 800,000  Exercisable in 3 equal tranches On or prior to
from 1 September each year 31 August 2020

from 2011 to 2013
- 2010F9H1H 800,000 H20115FX20135F - §F K20205F8H31H
9A1B - PIWAREETRE H Al
- 1 November 2010 1,000,000  Exercisable in 3 equal tranches On or prior to
from 1 November each year 31 October 2020

from 2011 to 2013
- 201011318 1,000,000 M2011F£2013F - &F R2020F10A318%
AR 3RS ETR® Z Bl

China NT Pharma Group Company Limited |
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Notes to the Consolidated Financial Statements (Continued)

e TR HRR M (R)

For the year ended 31 December 2019 (Expressed in Renminbi unless otherwise indicated) 22019412 531 A1t F/% (B Z5 5485+ UAEETT)

32. EQUITY-SETTLED SHARE-BASED
TRANSACTIONS (CONTINUED)

Share option schemes (continued)

R 5 (#)

32. URERGEEVWURGAERDN

ARt 8l ()

(a) The terms and conditions of the grants (a) IR
(after modification) (continued) (&)
Date Number of options Vesting conditions

=R

BREHE BE&G

KA (B /T 1&

Exercise period

T

- 17 December 2010

- 20105124178

- 10 November 2014

- 2014118108

- 10 November 2014

- 2014%11A10H

- 10 November 2014

- 20145117108

600,000  Exercisable in 3 equal tranches
from 17 December each year

from 2011 to 2013

600,000 201156220135 - §F
12A178 - 234t ERHRETE

487,500 Immediate from the
date of grant
487,500 R A AR

1,462,500  Exercisable in 3 equal tranches
from 10 November each year
from 2015 to 2017

1,462,500 20156 £20174 « B4
11A108 - D3 RRHETE
850,000 Vesting of the options is

conditional upon the

performance of the

participants. Options granted

are vested in 3 equal tranches

from 10 November each year

from 2015 to 2017

850,000 Bl BBER2EERR
MiE o &z B Em2015%F

E2017F - REF11A108
DIPERBERE

FEEEBEEE |

On or prior to
16 December 2020

720205125168
52 Al

On or prior

to 9 November 2024
202411 A9H
Bl

On or prior to
9 November 2024

2024511 A9H
8 2 A

On or prior to
9 November 2024

72024511 A9H
52 Al

FEHREFE20109

N



Notes to the Consolidated Financial Statements (Continued)
AR (8)

For the year ended 31 December 2019 (Expressed in Renminbi unless otherwise indicated) #Z2019%F 12 31 H1FFZ (B 55BN + UA RIS T)

32. EQUITY-SETTLED SHARE-BASED 32. IESEEIURGAERW
TRANSACTIONS (CONTINUED) RS (&)
Share option schemes (continued) ERREETE (&)
(a) The terms and conditions of the grants (a) IR EIEH (BFT1&)
(after modification) (continued) (&)
Date Number of options Vesting conditions Exercise period
=)t BREHE BERY e
- 15 January 2015 1,200,000 Vesting of the option On or prior to
is conditional upon 14 January 2025

the performance

of the participants

- 201517158 1,200,000 BREsRB 7202591 4148
REEERBEME a2 Al
19,396,641

Options granted
to consultants

(as quasi-employees):

RYER(EREEE)
6 B AR A

-15 January 2015 9,000,000 Vesting of the option On or prior to
is conditional upon the 14 January 2025

performance of the

participant
- 2015%1H15H 9,000,000 BREZRB K2025% 17148
RemERLME Bl

42,023,966
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Notes to the Consolidated Financial Statements (Continued)
AR e B R IR AR AL ()
For the year ended 31 December 2019 (Expressed in Renminbi unless otherwise indicated) 22019412 531 A1t F/% (B Z5 5485+ UAEETT)

32. EQUITY-SETTLED SHARE-BASED
TRANSACTIONS (CONTINUED)

Share option schemes (continued)

(b)

The number and weighted average

32. URERGEEWURGAERDN
X5 (&)

B & ()

_ , _ (b) HEARHESNE MNHEFIH1T6E
exercise prices of share options =
2019 2018
Weighted Weighted Weighted Weighted
average Number average Number
exercise price  of options  exercise price of options
mEFH I 19 pll:
THE BREZE TEE BREZEA
Outstanding at the beginning  E#HKITE US$0.17 Us$0.17
of the year 0.17%7T 24,015,740 0177 24,015,740
Lapsed during the year FREM US$0.20
0.20%X7m  (1,999,074) - -
Outstanding at the end FREKRITE US$0.16 US$0.17
of the year 0167 22,016,666 017375 24,015,740
Exercisable at the end FRATIMRE US$0.16 Us$0.17
of the year 0.16%7T 22,016,666 0.17%7 24,015,740

The share options outstanding at 31 December
2019 under the 2009 Share option Scheme
and 2014 Share Option Scheme had exercise
price of US$0.20 (2018: US$0.20) and ranged
from US$0.16 to US$0.20 (2018: ranged
from US$0.16 to US$0.20), respectively and
weighted average remaining contractual life of
1 year (2018: 1 year) and 4.5 years (2018: 5.5
years), respectively.

Fair value of share options and
assumptions

The fair value of services received in return for
share options granted is measured by reference
to the fair value of share options. The estimate
of the fair value of the share options granted
is measured based on a Binomial lattice model.
The contractual life of the share option is
used as an input into this model. Expectations
of early exercise are incorporated into the
Binomial lattice model.

T B %R E B

B

MR2019F12 A318 » R IE20094
BB IR AERT 8] 2014 F B AR A At 2
BMARITEBEREZTEES A
0.203% 7t (20184 : 0.205% 1) &
N F0.16% 7t £0.20% 7t (2018
F : 1 F0.16E L £0.20% L) -
manEFEHEFHREOFEHS B A
14F (20184F : 14F) k4.5 (2018
£ 5 54F) o

BREAABRRR

BREBREMESRENAAE
D2RELBERENAAEETE °
REBRENRABRE=EAN
EfE R UETTE - BRES Y
RAEZEA NG ERUE - THHR
BITEMBRERT AR
fE R o

FEHREFE20109
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Notes to the Consolidated Financial Statements (Continued)
GEMBRERMETE (B)

For the year ended 31 December 2019 (Expressed in Renminbi unless otherwise indicated) 22019412 531 A1t F/% (B F5H#EHI + UAEEFTR)

32. EQUITY-SETTLED SHARE-BASED 32. UEREEWUIRGEABERMN
TRANSACTIONS (CONTINUED) X5 (&)
(c) Fair value of share options and (c0 BREAABEBRRR(E)

assumptions (continued)

Options Options Options Options Options Options Options Options Options

granted on  grantedon  grantedon  grantedon  grantedon  grantedon  grantedon  grantedon  granted on

18 September 28 January 1 March 1July 1 September 1 November 17 December 10 November 15 January

2009 2010 2010 2010 2010 2010 2010 2014 2015

Fair value of share options H2000E  R010F  R2010F  A2000F  RM20108 W00 W01 R20uE  R015F
and assumptions 9A18A 1528R 3818 1A1R 9A1R 11818 12817R 118108 1815H

EREDAERRR RlfERE REORRE RLORRE RiNERE RENERE RUNERE RUNBRE RUNBRE RhoORRE

Fair value at measurement date Us$0.14 US50.16 Us$0.14 Us§0.2 Uss0.2 Us$0.16 1580.18 HK$0.87 HK$0.67

HireRELLE 0MET  0l6ET 0MEL W2ERm 02ET 06ET 018RT 08TEL 06TER
Share price USS024  USSO28  USS024  USSO34  USSO34  USS034 US04 HKSI4 HKS10
RE 02T 028FT OMET 0MET 0MERL 0MET 03FET 1MET 1208T
Brercie price USS020  USS020  USS020  USS020  USS020  USS020  HKS3AB HKSIZS  HKSL3

(70% of the

Offer Price)
fikg 00FT  ONET  020ET 02T 020%T  020ET  3MSET 1SET 13%R

(BEEH

70%)
Expected volatily 58.46% 58.23% 58.00% 59.51% 58.94% 53.10% 57.19% 61.66% 7490%
e 58.46% 58.3% 58.00% 59.51% 58.94% 53.10% 57.19% 61.66% 74.90%
Option ife 10 years 10 years 10 years 10 years 10 years 10 years 10 years 10 years 10 years
BREEY 10% 10F 10§ 10F 105 10F 10F 0% 10F
Expected dividend yield 0% 0% 0% 0% 0% 0% 0% 0% 0%
BHRs X 0% 0% 0% 0% 0% 0% 0% 0% 0%
Risk-free interest rate 4.297% 4.378% £293% 4.072% 3.415% 3.041% 3.858% 1.83% 1.49%
ERkN= £297% 4378% £.293% 4012% 3415% 3241% 3.858% 1.83% 1.49%
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Notes to the Consolidated Financial Statements (Continued)
RE M RRMEE (&)
For the year ended 31 December 2019 (Expressed in Renminbi unless otherwise indicated) 22019412 531 A1t F/% (B Z5 5485+ UAEETT)
32. EQUITY-SETTLED SHARE-BASED
TRANSACTIONS (CONTINUED)

(c)

Fair value of share options and
assumptions (continued)

The expected volatility is based on the
historical volatility of listed companies in
similar industries (calculated based on the
weighted average remaining life of the share
options), adjusted for any expected changes
to future volatility based on publicly available
information. Expected dividends are based on
historical dividends. Changes in the subjective
input assumptions could materially affect the

fair value estimate.

Share options were granted under a service
condition. This condition has not been taken
into account in the grant date fair value
measurement of the services received. There
were no market conditions associated with the

share options granted.

The Group recognised the total expense of Nil
(2018: RMB34,000) in the profit or loss during
the year in relation of share options granted by

the Company.
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%
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Notes to the Consolidated Financial Statements (Continued)

e R HRR M (R)

For the year ended 31 December 2019 (Expressed in Renminbi unless otherwise indicated) 22019412 531 A1t F/% (B F5H#EHI + UAEEFTR)

32. UEREESUKROGBERD

R 5 (&)

32. EQUITY-SETTLED SHARE-BASED

TRANSACTIONS (CONTINUED)

(d) Share award scheme

The Company’s share award scheme was

adopted on 4 September 2015 for the purchase

of rewarding directors and employees of the

Company and its subsidiaries (the "eligible

employees”) with the shares of the Company.

Pursuant to the share award scheme, existing

shares of the Company will be purchased

by the trustee from the market out of cash

contributed by the Group and be held in trust

for the eligible employees until such shares

are vested with the eligible employees in

accordance with the provisions of the share

award scheme. The shares of the Company

granted under the scheme and held by the

trustee until vesting are referred to as the

reward share units and each reward share

unit shall represent one ordinary share of the

Company.

During the year ended 31 December 2019,
the trustee had purchased 1,791,500 shares
(2018: 7,683,000 shares) of the Company

at a total cost (including related transaction
costs) of approximately RMB1,046,000 (2018:
RMB8,787,000) which had been deducted
from equity, and 12,010,011 shares (2018:

5,370,855 shares) were awarded to eligible

employees under the share award scheme,

with aggregate fair value of approximately
RMB7,462,000 (2018: RMB8,226,000) at award

dates when they were vested, which was

charged to profit or loss during the year ended
31 December 2019. At 31 December 2019, the
trustee held 17,759,336 (2018: 27,977,847)

shares of the Company purchased but not yet

awarded under the share award scheme.
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Notes to the Consolidated Financial Statements (Continued)
AR RMEE (E)

For the year ended 31 December 2019 (Expressed in Renminbi unless otherwise indicated) 22019412 531 A1t F/% (B Z5 5485+ UAEETT)
33. FINANCIAL INSTRUMENTS BY 33. ZERE P EMIA

CATEGORIES

2019 2018
RMB’000 RMB'000
ARET T AREFIT

Financial assets SHMEE
Financial asset at FVTPL BARMBEIAER T S REE 571 559
Trade and other receivables B 5 K E b e G IE 76,946 268,735
Pledged bank deposits EHERIRITIFHR 40,000 38,000
Time Deposits TEHRTF 3K 44,790 -
Cash and cash equivalents BeRIREFEEY 28,198 87,793
At amortised cost TR SH R AR 189,934 394,528

Financial liabilities SRAE
Trade and other payables B 5 REA B RIA 183,583 288,058
Lease liabilities HEBE 5,152 -
Bank and other borrowings RITREMEE 1,022,454 1,010,550
At amortised cost YR $H B AN 1,211,189 1,298,608
Financial liabilities at FVTPL BRAnBEIAEmsceRAaE 448,061 401,082
1,659,250 1,699,690
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Notes to the Consolidated Financial Statements (Continued)

e R HRR M (R)

For the year ended 31 December 2019 (Expressed in Renminbi unless otherwise indicated) 820194 72/5’3 10IFEE (BAEREHI) - l)(/\E%’”?f/f )
33. FINANCIAL INSTRUMENTS BY

CATEGORIES (CONTINUED)

(a)

China NT Pharma Group Company Limited |

Financial assets and liabilities measured
at fair value

The disclosure of fair value measurements by
level of the following fair value measurement

hierarchy:

Level 1 valuations: Fair value measured
using only Level 1 inputs i.e. unadjusted
quoted prices in active markets for
identical assets and liabilities at the
measurement date.
Level 2 valuations: Fair value measured
using Level 2 inputs i.e. observable inputs
which fail to meet Level 1, and not
using significant unobservable inputs.
Unobservable inputs are inputs for which

market data are not available.

Level 3 valuations: Fair value measured

using significant unobservable inputs.

33. &%

(a)

Fair value
as at
31 December

RRlElo €T A ()

|
i
T/

BAREFENET
! &

BB )2 5 (3T BTV T A
fo R BB

A &

BN

\D]J?
el

- E—MMEE: ELE—BB
ABUEH BA S (E - B
AERBERGEAMLE
RN L

- F_RFHE:UEZRBA
BURFTE A AE  BIRBEN
—MREZABEHA
g ARTEREARNA
BRHABE - TAERE
ABIE B A R 1S T 35 BUR
ZHABE -

- F=RFHE:AERTAH
RHABBEIFELRE-

Fair value measurements as

at 31 December 2019, categorised into

H2019F 12318 2 ARERE

2019
120195 iy
12A31H Level 1 Level 2 Level 3
ZARE £ FHR F=W
RMB’000 RMB’'000 RMB’000 RMB’000
ARETT ARETr ARETr ARETx
Financial assets: SREE -
Financial asset at FVTPL BARBEINER 2REE 571 - 571 -
Financial liabilities: TREE -
Financial liabilities at FVTPL E@/ﬂﬁﬁ” BiRzeRER 448,061 - - 448,061
- 571 448,061
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Notes to the Consolidated Financial Statements (Continued)

e TR HRR M (R)

For the year ended 31 December 2019 (Expressed in Renminbi unless otherwise indicated) ZZ2019412 431 E/Lt”i/* (B=E#EHI M/\Eé’”?f/f )

33. IREHI&

33. FINANCIAL INSTRUMENTS BY
CATEGORIES (CONTINUED)

(a) Financial assets and liabilities measured

at fair value (continued)

Fair value
as at

31 December

e

B

{28/

%mﬂl/\ Il‘

Fair value measurements as

at 31 December 2018, categorised into
M2018F12A31B 2 A fofExHE -

2018
R2018% B35
12A31H Level 1 Level 2 Level 3
ZARE -8 - EE
RMB'000 RMB’000 RMB'000
AR®Tn AR¥Trn AR¥ETx
Financial assets: SREE
Financial asset at FVTPL ARBIABRZEREE 559 559 -
Financial liabilities: SRERE:
Financial liabilities at FVTPL SR AL BEIANERZZSREE 401,082 - 401,082
559 401,082

During the years ended 31 December 2019 and

2018, there were no transfer between Level 1

and Level 2, or transfers into or out of Level 3.

T B %R E B

B

REZE20199F K&2018F12A31H
IHFE WERE—LERE-_H2
MR B ARERE=H -

T EHE

2019
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Notes to the Consolidated Financial Statements (Continued)

AR (8)

For the year ended 31 December 2019 (Expressed in Renminbi unless otherwise indicated) 22019412 531 A1t F/% (B F5H#EHI + UAEEFTR)

33. FINANCIAL INSTRUMENTS BY 33. EFE €/ T A (&)
CATEGORIES (CONTINUED)

(b) Reconciliation of Level 3 fair value (b) HKAF=RAREFENZ

China NT Pharma Group Company Limited |

measurement of financial liabilities

AR ZHE

2019 2018
RMB’000 RMB’000
ARBT ARBT T
At 1 January/13 June 2018 R1A18,2018F6H13H 401,082 131,058
Proceeds from issue of BATATRE S PTIS BB
convertible bonds 79,663 -
Issuing costs BATRAR (136) -
Increase in fair value AR I=B:Dill
- FVTPL —EBAREIAER 29,853 304,907
Imputed interest payable to FET— R B AR
non-controlling shareholders FEPERR AR 2 HEE F B
of a subsidiary 3,088 10,024
Decrease in fair value due to B H{EER RGN
increase in own credit risk ARERS—EARE
- FvTOCI B A E A 2 T W - (24,821)
Conversion of redeemable $2460 0] i [0 AT HA IR (B ST AR
convertible preference shares - (20,596)
Conversion of convertible bonds B A] % & % (77,213) -
Exchange adjustments ME B 11,724 510
At 31 December MW12A31H 448,061 401,082

Valuation techniques and inputs in
Level 3 fair value measurement

The fair values of the redeemable convertible

preference shares are estimated as being the

present value of future cash flows, discounted

at interest rates based on the government yield

curve as at the end of the reporting period plus

an adequate constant credit spread, adjusted

for the Company’s credit risk.

Fair value of financial instruments ()
carried at other than fair value

The carrying amounts of the Group’s financial

instruments carried at cost or amortised cost

approximated their respective fair values at 31

December 2018 and 2019.
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Notes to the Consolidated Financial Statements (Continued)
RE M RRMEE (&)
For the year ended 31 December 2019 (Expressed in Renminbi unless otherwise indicated) 22019412 531 A1t F/% (B Z5 5485+ UAEETT)
34. CAPITAL, RESERVES AND DIVIDENDS

(a)

Movements in components of equity

The reconciliation between the opening and

closing balances of each component of the

Group’s consolidated equity is set out in the

3. BAE - REERRE

(a) O EEEF)
AEENEBOHEAEDRF Y
EFREHRBANERIDHENES
RHEHX - ARRAZEEHO N

consolidated statement of changes in equity. FUEFRNEHFIBERIIAT
Details of changes in the Company’s individual
components of equity between the beginning
and the end of the year are set out below:
The Company VNN
Conversion
option of
redeemable
convertible
Share preference Share  Exchange Other  Capital Accumulated
capital share  premium  reserve  reserve  reserve losses Total
TEETS
REER2
R BRE REEE EXRE HpEE EREBE  ZHER g
RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000
AEETn ARETR AR¥TR ARETn ARETn ARETn ARETn ARET:
(Note (Note (Note (Note
(Note34(c)  (Note35)  3&(d)())  34(d)iii)  34(d)v)  34(d)(vi))
(Mt (M (M3 (i
(Wi30)  (WE35)  34@)i) 34 34(dv)  34(d)ivi))
Balance at 1 January 2018 R2018F151R K& 1 397114 1,488,153 (19382) 336,176 (26,868)  (958,794) 1,149,000
Changes in equity for 2018; 20185 EH&E .
Loss for the year EnEE - - - - - - (8540200 (854,020)
Other comprehensive income  £4 2 E 4%
Fair value gain on financial B ETIEAERER
liabilites at fair value due to - HEFEEERENE
increase in own credit sk A AL ENE - - - - - - 24,81 24821
Bxchange differences on REMELNELZE
translation - - - 64,914 - - - 64,914
Todompreensenome ERAERE W] (5198 (764.285)
Dividends paid Bfiks - - - - (56,709) - - (56,709
Fquity-settled share-based ~ SAEREEW IR
fransactions BERNRS - - - - - 8,260 - 8,260
Purchase of shares for the BB E5HE
share award scheme EERA - - - - - B’ - 7))
Issue of new sharesupon B BATEE IR
conversion of redeemable  EERMETHH
__ Comerie preferenceshares G 2 AL B o o T T 0%
TR EBESEE | FE®RSE20109
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Notes to the Consolidated Financial Statements (Continued)
AR (8)

For the year ended 31 December 2019 (Expressed in Renminbi unless otherwise indicated) 22019412 531 A1t F/% (B F5H#EHI + UAEEFTR)
34. CAPITAL, RESERVES AND DIVIDENDS 34. BA - RERKRE (&)

(CONTINUED)
(a) Movements in components of equity (a) HE=EBOWED (E)
(continued)
The Company (Continued) RATE) (&)
Conversion
option of
redeemable
convertible
Share  preference Share  Exchange Other  Capital Accumulated
capital share  premium  reserve  reserve  reserve losses Total
TRETS
RELRZ
Rx  ARE RHEE EXR%E HtRE EABE  EHEE st
RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000
ABETn ARETR ARMTR ARETn ARETR ARETR ARETR ARET:R
(Note (Note (Note (Note
(Note 34(c)  (Note35)  34(d)i))  34(d)(ii))  34(d)(v)  34(d)(vi))
(M (Hra (M3 (i
(WaE3a()  (W&E3s)  3ad)i)  34(d)i)  3a(d)v)  34(d)(vi)
Balance at 31 December 2018 H2018%12A318 &
CandTnay2009  0ORAIANER 1 U6 A3 A5 mSAE (3%5) (1719) 34BOTS
Changes in equity for 2019; 20195 BEEE
Loss for the year EREE - - - - - - (455578)  (455,578)
Other comprehensive income £ 2
Buchange differenceson BEFEENELEE
translation - - - 3,660 - - - 3,660
Totdlompretenshe o SEAERE S S LA S T LS ustang)
Lapse of share option BREER
(note 321b) (F3E32(0)) - - - - - (19m) 1,911 -
Fquity-settled share-based ~ MEREZ TR
transactions BEENRS - - - - - 7462 - 7462
Shares purchase for share B B3 2
award scheme BARA - - - - - (1,046) - (1,046)
Issue of new sharesupon ~~ RERT R EA
conversion of convertible W&
_bonds - - emo - - - - 1967
Balance at 31 R2019%12331H
December 2019 s 1 26131 1759103 49,192 279467  (22890) (2241660) 99,344
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Notes to the Consolidated Financial Statements (Continued)

e TR HRR M (R)

For the year ended 31 December 2019 (Expressed in Renminbi unless otherwise indicated) 222019412 531 A1FFE (45 EEHI + LA ETTR)
34. CAPITAL, RESERVES AND DIVIDENDS

(CONTINUED)

(b)

Dividend
No dividend (2018: Nil) per ordinary and
preference share after the end of the reporting

period is proposed. The dividend proposed

34. BA - REERRE (&)

R EHEREVEEZZKNSZR
TR NE KK E (20184 :
M) c RIERREEZ RN

after the end of the reporting period has not BRI ARER KN EE
been recognized as a liability at the end of the
reporting period.
Share capital (c) PEAs
A summary of movements in the Company’s H Z20194F 20184128318 IE
issued share capital during the years ended 31 FEER DT D BT IR 2N B BTt
December 2019 and 2018 are as follows: m
2019 2018
No of No of
shares shares
RHEE M 8B
‘000 RMB’000 ‘000 RMB'000
TR AR®TT T ARBTT
Ordinary shares, issued Z@ER BT
and fully paid: R#R:
At 1 January M1ATE 1,606,463 1 1,558,577 1
Issue of ordinary shares R Al R (E 5
upon conversion of i 217 & A
convertible bonds (B (i)
(note (ii) 298,173 - - -
Issue of ordinary shares [ H 32 7] BE [al
upon conversion of A #2 iR 8 S Ak
redeemable convertible 21T & A
preference shares (B &%)
(note (iii)) - — 47,886 -
1,904,636 1 1,606,463 1
PR R ABBEEE | FEHRE20109
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Notes to the Consolidated Financial Statements (Continued)

RE B RERMEE (F)

For the year ended 31 December 2019 (Expressed in Renminbi unless otherwise indicated) 22019412 531 A1t F/% (B F5H#EHI + UAEEFTR)

34. CAPITAL, RESERVES AND DIVIDENDS
(CONTINUED)

(c)

China NT Pharma Group Company Limited |

Shar

Notes:

(i)

(i)

(iii)

e capital (Continued)

The Company was incorporated on 1 March
2010 with an authorised share capital of
US$50,100 divided into 626,250,000,000
shares of US$0.00000008 each and one share
was issued at par upon incorporation.

On 5 June 2017, the authorised share capital
of the Company was re-designated from
US$50,100 comprising 626,250,000,000
ordinary shares of US$0.00000008 each into
US$50,100 comprising (i) 625,925,000,000
ordinary shares of par value of US$0.00000008
each, and (ii) 325,000,000 redeemable
convertible preference shares of par value of
US$0.00000008 each with the rights, privileges
and restrictions of the redeemable convertible
preference shares.

During the year ended 31 December
2019, convertible bonds of approximately
RMB196,771,000 were converted into
298,172,506 ordinary shares, with
approximately RMB196,771,000 was credited
to share premium account.

During the year ended 31 December
2018, 47,886,000 redeemable convertible
preference shares were converted
into 47,886,000 ordinary shares, with
approximately RMB74,179,000 was credited
to share premium account and approximately
RMB53,583,000 was debited to capital
reserve for conversion option of redeemable
convertible shares.

34. BA - REERRE (&)

(0)
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Notes to the Consolidated Financial Statements (Continued)

RE M RRMEE (&)

For the year ended 31 December 2019 (Expressed in Renminbi unless otherwise indicated) 22019412 531 A1t F/% (B Z5 5485+ UAEETT)

34. CAPITAL, RESERVES AND DIVIDENDS
(CONTINUED)

(d)

Nature and purpose of reserves

(i)

(ii)

(iii)

Share premium

The share premium represents the
difference between the nominal value of
the shares of the Company and proceeds
received from the issuance of shares of
the Company. Under the Companies Law
of the Cayman Islands, the share premium
account of the Company is distributable
to the shareholders of the Company
provided that immediately following the
date on which the dividend is proposed to
be distributed, the Company would be in
a position to pay off its debts as they fall

due in the ordinary course of business.

Exchange reserve

The exchange reserve comprises all
foreign exchange differences arising from
the translation of the financial statements
of non-PRC entities. The reserve is dealt
with in accordance with the accounting

policy set out in note 2(aa).

Statutory reserve

Pursuant to applicable PRC regulations,
all PRC subsidiaries of the Group are
required to appropriate 10% of their
after-tax profit (after offsetting prior year
losses) to the statutory reserve until such
reserve reaches 50% of the registered
capital of each relevant PRC subsidiary.
The transfer to the statutory reserve must
be made before distribution of dividends
to shareholders. The statutory reserve
fund can be utilised, upon approval by the
relevant authorities, to offset accumulated
losses or to increase the registered capital

of the subsidiary.

OB %

34. BA - REERRE (&)

(d) EEMEE AR
(i) HefmiE

B fn it (B8 AN 2 R B iy E 18
B 8% 1T AR 1 B AR £ W ER H9
SRR ZENER - RIZ
MEeHSRRE  AREIR
i ERRA 2R T AR AR
REREBEERDIRR R
BHHEI&R - AR BZADEESIE
BHEERBBRETNIME
% o

(i) [
R EEREMEREIER
Bl E B A I TS R FTE £ /Y
HNPE Z=BE o & i i T AR IR BY
FT2(aa)E 51 Y & 5T IBUR T LA
RIE

(i) EEFE
BEBEERATBER  A%E
2 ZBHh B KB A Rl B IRt Bl
BHEEN (KEEBESF
EEER) W10%st AEE
FE BEZHEREGHERS
FERE P BB B A Bl FE B A
HI50% A& 1 o 854 78 7N [ IR
R AR SRR AL E #
e EERESRERBL
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Notes to the Consolidated Financial Statements (Continued)

RE B RERMEE (F)

For the year ended 31 December 2019 (Expressed in Renminbi unless otherwise indicated) 22019412 531 A1t F/% (B F5H#EHI + UAEEFTR)

34. CAPITAL, RESERVES AND DIVIDENDS
(CONTINUED)

(d)

China NT Pharma Group Company Limited |

Nature and purpose of reserves

(iv)

Merger reserve

The merger reserve represents the
difference between the net assets of the
subsidiaries acquired in 2005, which were
under common control of the Controlling
Shareholders, and the cash consideration

paid.

Other reserve

The Company’s other reserve arose
from the transfer of the entire equity
interest in NT Group from NT Holdings
to the Company and acquisition of
non-controlling interests in Suzhou First

Pharma.

The Group’s other reserve arose from the
capitalisation of the amount due to NT
Holdings as a result of the reorganisation
and represented the difference between
the amount due to NT Holdings of
RMB383,380,000 and the nominal value
of the shares of the Company issued in

exchange thereof.

34. BA - REERRE (&)

(d)
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Notes to the Consolidated Financial Statements (Continued)

e TR HRR M (R)

For the year ended 31 December 2019 (Expressed in Renminbi unless otherwise indicated) 22019412 531 A1t F/% (B Z5 5485+ UAEETT)
34. CAPITAL, RESERVES AND DIVIDENDS 34. BAE - ERRE (8)

(CONTINUED)

(d) Nature and purpose of reserves
(continued)
(vi) Capital reserve
The capital reserve represents capital
contribution surplus of approximately
RMB37,640,000 attributable to the
Group, made by non-controlling interests
of a subsidiary of the Company in 2015,
the portion of the grant date fair value of
unexercised share options to employees
of the Group, that has been recognised
in accordance with the accounting policy
adopted for share-based payments as
set out in note 2(t)(ii), and costs of the
Company’s shares purchased for the
share award scheme (note 32(d)) less
the fair value of share-based payments
in respect of such shares awarded to the
employees which were vested at award
date and recognised in accordance with
the accounting policy as set out in note

2(t)(iii).

(e) Distributability of reserves
At 31 December 2019, the aggregate amount
of reserves available for distribution to the
equity holders of the Company was RMB Nil
(2018: RMB53,806,000), being the net amount
of share premium, other reserve and

accumulated losses.
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(d)

(e)

B
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Notes to the Consolidated Financial Statements (Continued)

e R HRR M (R)

For the year ended 31 December 2019 (Expressed in Renminbi unless otherwise indicated) £ 22019412531 A1FFE (45 EEHI + LA EFR)
34. CAPITAL, RESERVES AND DIVIDENDS

(CONTINUED)

(f)
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Capital management

The Group's primary objectives when managing
capital are to safeguard the Group’s ability to
continue as a going concern, so that it can
continue to provide returns for shareholders
and benefits for other stakeholders, by pricing
products commensurately with the level of
risk and by securing access to finance at a

reasonable cost.

The Group actively and regularly reviews and
manages its capital structure to maintain a
balance between the higher shareholders’
returns that might be possible with higher
levels of borrowings and the advantages and
security afforded by a sound capital position
and makes adjustments to the capital structure

in light of changes in economic conditions.

The Group monitors capital with reference to
its debt-to-assets ratio. The Group's strategy is
to maintain the equity and debt in a balanced
position and ensure there is adequate working
capital to service its debt obligations. The
Group’s debt-to-assets ratio, being the Group’s
total interest-bearing borrowings over its total
assets, at 31 December 2019 and 2018 was
82.1% and 63.4% respectively.

Neither the Company nor any of its subsidiaries
are subject to externally imposed capital

requirements.

34. BA - REERRE (&)

(f)
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Notes to the Consolidated Financial Statements (Continued)

e MR EE (&)

For the year ended 31 December 2019 (Expressed in Renminbi unless otherwise indicated) 22019412 531 A1t F/% (B Z5 5485+ UAEETT)
35. REDEEMABLE CONVERTIBLE 35. OJEE TR E KR

PREFERENCE SHARES

On 13 June 2017, the Company issued 294,659,500
non-voting redeemable convertible preference shares
at HK$1.83 each (“CPSs”) with total gross proceeds
of HK$539,227,000 (equivalent to approximately
RMB474,179,000). The costs of issuing these
CPSs amounted to approximately HK$5,000,000
(equivalent to approximately RMB4,304,000).

The CPS holders shall have no right to attend or
vote at general meetings of the Company. Subject
to compliance with applicable law and Articles
of Association of the Company, so long as the
Company has resolved to pay dividend, 30% of
the audited profit of each financial year would be
distributed to holders of CPSs and ordinary shares of

the Company as dividends.

B Ok
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For the year ended 31 December 2019 (Expressed in Renminbi unless otherwise indicated) 22019412 531 A1t F/% (B F5H#EHI + UAEEFTR)
35. REDEEMABLE CONVERTIBLE 35. Al FE B AT AR B ST AR (48)
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PREFERENCE SHARES (CONTINUED)

Each of the CPSs is convertible to one ordinary share
of the Company at its face value of HK$1.83 per
CPS. Conversion of CPSs into ordinary shares of the
Company can be made at any time after the issuance
of the CPSs. The holders of CPSs shall be required
to convert all but not part of the CPSs into ordinary
shares of the Company provided that the audited
profit is not less than RMB160 million, RMB250
million and RMB350 million for the years ended
31 December 2017, 2018 and 2019, respectively
("Compulsory Conversion”). As the Group incurred
a loss for the year ended 31 December 2018, the
criteria for Compulsory Conversion have become no
longer applicable as at 31 December 2018 and 2019.
The Company may redeem (“Call Option”) and the
holders of the CPSs shall have the rights to require
the Company to redeem (“Put Option”) with cash
for the outstanding CPSs which the conversion rights
have not been exercised in whole or in part by giving
30 business days’ prior notice to the other party
thereof on or after 36th month upon the placing
completion date, with a redemption price calculated
based on the annualised IRR 5% for the nominal
value of the outstanding CPSs less the corresponding
dividends for such CPSs by the Company. The
earliest date of maturity of CPSs will be on 13 June
2020 when the CPS holders shall have the rights to

exercise the Put Option.
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Notes to the Consolidated Financial Statements (Continued)

e MR EE (&)

For the year ended 31 December 2019 (Expressed in Renminbi unless otherwise indicated) 22019412 531 A1t F/% (B Z5 5485+ UAEETT)
35. REDEEMABLE CONVERTIBLE 35. Al FE B A4 AR B ST AR (48)

PREFERENCE SHARES (CONTINUED)

The conversion options of the CPSs meet the
fixed-to-fixed criteria, that is, will be settled
by the exchange of a fixed amount of cash or
another financial asset for a fixed number of the
Company’s ordinary shares, and accordingly, the
conversion options of the CPSs are classified as
equity component and are not remeasured after
initial recognition. At initial recognition, the equity
component of the CPSs was separated from the
fair value of liability component comprising the
Company’s obligations under Put Option to redeem
CPSs and/or obligations to pay dividends to CPS
holders, which are designated and presented as
“financial liabilities at fair value through profit
or loss”. The equity component (i.e. conversion
option) is presented in equity heading “Convertible
preference shares”. The Call Option at the
Company's discretion is classified as a financial asset

at fair value through profit or loss.

At 31 December 2019, there were outstanding
246,773,000 (2018: 246,773,000) CPSs with
a total face value amount of approximately
HK$451,596,000 (equivalent to RMB404,539,000)
(2018: HK$451,596,000 (equivalent to
RMB395,688,000)).

During the year ended 31 December 2018,
47,886,000 redeemable convertible preference
shares were converted into 47,886,000 ordinary

shares of the Company.
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PREFERENCE SHARES (CONTINUED)

The Company determined the fair value of the
financial liabilities component (i.e. Put Option)
and Call Option at 31 December 2019, when the
Compulsory Conversion attached to CPSs was no
longer applicable, amounted to approximately
HK$482,371,000 (equivalent to approximately
RMB432,107,000) (2018: HK$446,311,000
(equivalent to approximately RMB391,058,000)) and
Nil (2018: Nil), respectively, based on the valuation
performed by CBRE Limited on straight debt, using
discounting cash flows approach (as for the straight
debt component of the Put Option), binomial model
and a discount rate of 13.40% (2018: 9.73%), which
represented the prevailing market rates of interest

for a similar instrument with similar credit rating.

During the year ended 31 December 2019, fair
value loss on the financial liabilities of approximately
RMB31,733,000 (2018: loss of approximately
RMB304,907,000) is charged to profit or loss except
for the portion attributable to increase in own credit
risk of the Company of Nil (2018: RMB24,821,000)
is credited to other comprehensive income. The
Company considered there was no material change

in its own credit risk during the year.
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Notes to the Consolidated Financial Statements (Continued)
RE B RERMEE (F)
For the year ended 31 December 2019 (Expressed in Renminbi unless otherwise indicated) 22019412 531 A1t F/% (B F5H#EHI + UAEEFTR)

35. REDEEMABLE CONVERTIBLE 35. A[EE [ o[ A RR B £ IR (&)
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Notes to the Consolidated Financial Statements (Continued)
e MR EE (&)

For the year ended 31 December 2019 (Expressed in Renminbi unless otherwise indicated) 22019412 531 A1t F/% (B Z5 5485+ UAEETT)

35. REDEEMABLE CONVERTIBLE 35. A& [E AT AR 48 ST AR (4
PREFERENCE SHARES (CONTINUED)
Key valuation assumptions used to determine the fair EBERBRELRARERANEE
value of CPSs are as follows: HEREZAT :
At At
31 December 31 December
2019 2018
R2019F 20185
12A31H 12H31H
— Closing price of the Company's ordinary — AR A} L@ 2 B HK$0.17 HK$0.85
shares 0.17% 7T 0.85% 7T
- Conversion price of each of the CPSs —BRATRKRELERNERE HK$1.83 HK$1.83
1.83%E T 1.83% 7T
- Dividend payout ratio of the Company ~ — A2 ] AR & & 30% 30%
- Volatility of the Company’s ordinary shares — 7K /A &) & 38 i% 19 % 18 83.21% 35.84%
- Dividend yield of the Company — AR ERREE 0% 4.67%
— Probability or compulsory Conversion — o e R AT A 1 0% 0%
- Probability of exercising the Call Option  — AN &17 i 7R B8 Hi4E LA EE B
to redeem the CPSs by the Company AR E IR AT A8 1 0% 0%
— Risk free rate with reference to the —EREMRLEE  KRE2EIF
Hong Kong Sovereign curve yield of AHW BB I EFH
Hong Kong Government Bonds with BEBTIRESFELE
maturity due in 2 to 3 years 1.76% 2.01%
- Discount rate (note below) —BRIR R (M) 13.40% 9.73%
Note: The discount rate of 13.40% (2018: 9.73%) at 31 MIgE : 20194 12831H @ BRIR X
December 2019, reflected and comprised risk free 13.40% (2018%F : 9.73% ) R
rate 1.76% (2018: 2.01%), the market credit risk N B E R R1.76% (2018
11.64% (2018: 7.72%), as based on Bloomberg for F:201%) WHEERR
comparable companies with similar credit ratings. 11.64% (20185 : 7.72% ) (1R
BEEERNREINITLERA
) MR -
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For the year ended 31 December 2019 (Expressed in Renminbi unless otherwise indicated) 22019412 531 A1t F/% (B F5H#EHI + UAEEFTR)
35. CONVERTIBLE PREFERENCE SHARES 35. JlEME AT R B R AR (&)

(CONTINUED)

364

Movements of the two components of the CPSs A HR AR B 52 AR W 3B 5 I 6 A 2 S B an
during the year were set out below: T«
Financial
Conversion liabilities Financial
option under Put assets under
as equity Option at  Call option
component FVTPL at FVTPL
ROLHEET REBHEET
RARE RARE
BRIREE JIABREHN  JABEN
e tRaE SREE
RMB’000 RMB’000 RMB’000
ARBTRT AR®Tr AR®TR
(note 34(a))
(B =E34(a))
At 1 January 2018 R2018F 1418 329,714 131,058 -
Increase in fair value charged to FFABREEALEEM
profit or loss - 304,907 -
Decrease in fair value due to increase B S ESRBRENELHD
in own credit risk — FVOC| DRERY—BARE
SIAE M2 E K E - (24,821 -
Conversion into ordinary shares RBRLEk (53,583) (20,596) -
Exchange adjustments B 5B - 510 -
At 31 December 2018 and R2018%F12A318 K
1 January 2019 20191 A18 276,131 391,058 -
Increase in fair value charged to FABEAAREEN
profit or loss - 31,733 -
Exchange adjustments B F R - 9,316 -
At 31 December 2019 201912 A31H 276,131 432,107 -

China NT Pharma Group Company Limited |
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Notes to the Consolidated Financial Statements (Continued)

e TR HRR M (R)

For the year ended 31 December 2019 (Expressed in Renminbi unless otherwise indicated) 22019412 531 A1t F/% (B Z5 5485+ UAEETT)

36. FINANCIAL RISK MANAGEMENT

Exposure to credit, liquidity, interest rate and
currency risks arises in the normal course of the
Group's business. The Group’s exposure to these
risks and the financial risk management policies and
practices used by the Group to manage these risks

are described below.

The Group’s credit risk is primarily attributable
to trade receivables. The Group’s exposure
to credit risk arising from cash and cash
equivalents and pledged bank deposits is
limited because the counterparties are the
major banks in the PRC with established credit
ratings, for which the Group considers to have
low credit risk. Given the high credit ratings of
the banks, management does not expect any

counterparties to fail to meet its obligations.

The Group's exposure to credit risk
is influenced mainly by the individual
characteristics of each customer rather than
the industry in which the customers operate
and therefore significant concentrations of
credit risk primarily arise when the Group has
significant exposure to individual customers. At
the end of the reporting period, 70% (2018:
29%) and 94% (2018: 73%) of the total trade
receivables and contract assets was due from
the Group’s largest customers and the five

largest customers respectively.
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Notes to the Consolidated Financial Statements (Continued)

RE B RERMEE (F)

For the year ended 31 December 2019 (Expressed in Renminbi unless otherwise indicated) 22019412 531 A1t F/% (B F5H#EHI + UAEEFTR)

36. FINANCIAL RISK MANAGEMENT
(CONTINUED)

(a)

China NT Pharma Group Company Limited |

Credit risk (continued)

Individual credit evaluations are performed on
all customers requiring credit over a certain
amount. These evaluations focus on the
customer’s past history of making payments
when due and current ability to pay, and
take into account information specific to the
customer as well as pertaining to the economic
environment in which the customer operates.
Trade receivables are due within 90 to 210 days
from the date of billing. The Group does not

obtain collateral from customers.

The Group measures loss allowances for trade
receivables at an amount equal to lifetime ECLs,
which is calculated using a provision matrix.
As the Group’s historical credit loss experience
does not indicate significantly different loss
patterns for different customer segments, the
loss allowance based on past due status is not
further distinguished between the Group’s

different customer bases.

36. MIEE R EE (F)

(a)
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Notes to the Consolidated Financial Statements (Continued)
GREMBRERMETE (B)

For the year ended 31 December 2019 (Expressed in Renminbi unless otherwise indicated) 22019412 531 A1t F/% (B Z5 5485+ UAEETT)

36. KA EE (F)

36. FINANCIAL RISK MANAGEMENT

(CONTINUED)
Credit risk (continued)

(a)

The following table provides information about

the Group’s exposure to credit risk and ECLs for

trade receivables (base on invoice date):

(a) 8

TRINFAKEE 5 R FIEA (R
BEREH) MEERERMO AR
BEHEEBREHR :

JE

LA =\
5 (48)

As at 31 December 2019
M2019%612831H

Gross
Expected carrying Loss
loss rate amount allowance Net
BHERE REAE EREE EE
RMB'000 RMB'000 RMB'000
AR#®TRT ARETRT AR®TR
Within 3 months =BAR 8.43% 67,166 5,664 61,502
More than 3 months but BB =1E A8
within 6 months REAR A 50.64% 3,421 1,732 1,689
More than 6 months but i@ /<1E A 18
within 1 year R—FR 76.55% 1,660 1,271 389
More than 1 year but Bils—FE
within 2 years RMEA 100% 148,461 148,461 -
More than 2 years BB E 100% 463,245 463,245 -
683,953 620,373 63,580

PE K

BELKHE

| FE & EF2019
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GEMBRERMETE (B)

For the year ended 31 December 2019 (Expressed in Renminbi unless otherwise indicated) 22019412 531 A1t F/% (B F5H#EHI + UAEEFTR)

36. FINANCIAL RISK MANAGEMENT 36. I E R EE (F)
(CONTINUED)
(a) Credit risk (continued) (a) EERR (&)

As at 31 December 2018
MW2018%12A31H

Gross
Expected carrying Loss
loss rate amount allowance Net
BHEER FHAE EERE HE

RMB'000 RMB'000 RMB'000
ARBTL ARETT ARETE

Within 3 months =EAR 2.27% 96,737 2,194 94,543
More than 3 months but BB =1EAE
within 6 months REA A 12.21% 78,609 9,598 69,011
More than 6 months but 8@/~ 18 A8
within 1 year R—FNR 65.21% 88,351 57,617 30,734
More than 1 year but iaiE—FE
within 2 years RRFER 84.03% 301,109 253,013 48,096
More than 2 years B AN 100% 163,584 163,584 -
728,390 486,006 242,384
Expected loss rates are based on actual loss EHEEEXERBE=ZFNER
over the past 3 years, as adjusted to reflect BEREELMAFAE  ARRBE
the forward looking information, including the BBEAR N ERIEEE R o

economics conditions.
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e TR HRR M (R)

For the year ended 31 December 2019 (Expressed in Renminbi unless otherwise indicated) ééfzowff 12A3181HFE () ﬂ?‘;’?ﬁfﬁ@?ﬁ/‘ KARBST)
36. FINANCIAL RISK MANAGEMENT

B 7 L B B 2R ()

(CONTINUED)
(a) Credit risk (continued) (a) =ERR (&)
Movement in the loss allowance account in HRERWFBEBEEBERRER
respect of trade receivables during the year is ZEBMT
as follows:
2019 2018
RMB’000 RMB’'000
AR¥TT ARET T
Balance at 1 January B1A1B R 486,006 618,457
Write-off during the year* A HEE > - (566,332)
Impairment loss recognised FRERREEE
during the year 134,337 435,880
Reversal of impairment RERE - (1,999)
Exchange difference MEHZRE 30 -
Balance at 31 December M12A31 BR#EeR 620,373 486,006
* The business of third-party vaccine and @ FEZFEERENEBER
pharmaceuticals had been discontinued in 20155 R IE4C % - 1 P76 4H 8
2015 and all the related trade receivables had B 5 EYGRIEE R AT HR &S HAR
been fully impaired in the previous reporting 2 HORE - WE RN E2018F
period ends and during the year ended 31 12 A31 8 IEF[E & 8y -
December 2018, they were fully written off.
Impairment loss in respect of trade debtors BEZRWERE B 2REBBR
were recorded using an allowance account FREERRGE S - AR B R
unless the Group is satisfied that recovery KRBz R EEER - BIEERE
of the amount is remote, in which case the 55 & W BR M SR (B & 48 o
impairment loss is written off against trade
debtors directly.
Due to the slow down of the economy, AR BB AE ~ RIEIR(E R
deleveraging and the government regulations [PHERITECEE  AEEER
on the medicine industry in the PRC, the FHRZHIE - NEERE E2019
Group experienced defaults in payments by FI2ANBILFE®HRE HEK
its customers. The Group has recognised a IR E B A R 134,337,000
provision for impairment of trade receivables JC (20184 : A R #435,880,000
of RMB134,337,000 (2018: RMB435,880,000) JC) °©
during the year ended 31 December 2019.
TERxZEZBEEEER | FE®RE20109

369



370
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e R HRR M (R)

For the year ended 31 December 2019 (Expressed in Renminbi unless otherwise indicated) ﬁ 2079¢ 12A31AIFE (BAE#E @?57/‘ KARBS)
36. FINANCIAL RISK MANAGEMENT

(CONTINUED)

(b)

China NT Pharma Group Company Limited |

Liquidity risk

Liquidity risk is the risk that the Group will
not be able to meet its financial obligations as
they fall due. The Group’s policy is to regularly
monitor its liquidity requirements and its
compliance with lending covenants, if any, to
ensure that it maintains sufficient reserves of
cash and adequate committed line of funding
from major financial institutions to meet its
liquidity requirements in the short and long

term.

All non-interest bearing financial liabilities of
the Group are carried at amounts not materially
different from their contractual undiscounted
cash flow as these financial liabilities are with
maturities within one year or repayable on
demand at the end of the reporting period.
Bank and other borrowings are repayable
within 1-2 years from the end of reporting

period.

The following table sets out the remaining
contractual maturities at the end of reporting
period of the Group’s bank loans and other
borrowings, bank accepted bills, trade and
other payables, which are based on contractual
undiscounted cash flows (including interest
payments computed using contractual rates or,
if floating, based on current prevailing rates at
the end of reporting period) and the earliest

date of the Group would be required to repay.

Annual Report 2019

B 75 L B B 2R (4

(b)

mENE & Ak

MEE & Bk T AN K B R B H R
BEEIBRTSREANRR - NEE
WﬁﬁaiﬁﬁﬁAmﬁééﬁ
kU RHEEBFEERE (WA)
MER - AERERHANRSEE
K Ae F 2 B S MO ERAS B 4 Y
HEERE - LEMNEBMRHAN
MBESHER -

HRAEENFEZEERARE
RBERRAR —FARANE
BARERZZIEE  WE2YE
FEES A RERBFSRENM -
RITREMEERERREHRE
EMEARNER

T“\é

TRINTAEERREHRRE
A%*W%ﬁﬁimémﬁﬁﬁ
RAEEMEE  RITALER - &
S EEMEN IR (BERA T
R (MBFR) RIFREH KA
TMERFAENFR)BRTHELHT
HFABURAEERTRERLZ
=FPAH-



Notes to the Consolidated Financial Statements (Continued)

e TR HRR M (R)

For the year ended 31 December 2019 (Expressed in Renminbi unless otherwise indicated) %fIZZOi_‘?ff 12831 HILFE ( ﬂ?ﬁﬁfﬁ@?ﬁ/‘ KARHEIT)

36. FINANCIAL RISK MANAGEMENT
(CONTINUED)

B 7 L B B 2R ()

(b) Liquidity risk (continued) (b) mBEZ R (&)
2019
Scheduled undiscounted cash outflow
RAEACHERRERH
More than More than Carrying
Within 1 year but 2 years but amount
1yearor lessthan less than as at 31
on demand 2 years 5 years Total December
—Fax UL MENL R12A31H
REREE WEUR  EFUR #BE NEREE
RMB'000 RMB'000 RMB'000 RMB'000  RMB'000
ARBTR ARBTR AR®TR ARMTRT AR®TR
Lease liabilities (note 28) TE&E (fizF28) 2,472 2,472 1,186 6,130 5,152
Bank and other RITREMEE
borrowings (note 27) (PEE27) 1,005,539 9,291 78,457 1,093,287 1,022,454
Trade and other ZoOREMEMNZE
payables (note 26) (Bi££26) 177,583 - - 177583 177,583
Considerations ERRE
payable (note 26) (ftzr26) 6,000 - = 6,000 6,000
Financial liabilities at BARENABEDN
fair value through LRERE
profit or loss (note 29) (59 445,219 - 2862 448,061 448,061
Total @5t 1,636,813 11,763 82,485 1,731,061 1,659,250

B %
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Notes to the Consolidated Financial Statements (Continued)

f= A

BB ()

For the year ended 31 December 2019 (Expressed in Renminbi unless otherwise indicated) %é 2079#‘ 1231 It FE (BFE#E @?’)/7/‘ KARHIT)
36. FINANCIAL RISK MANAGEMENT

B 75 L B B 2R (4

(CONTINUED)
(b) Liquidity risk (continued) (b) MBESL R (&)
2018
Scheduled undiscounted cash outflow
BERCHRE SN
More than ~ More than Carrying
Within 1 year but 2 years but amount
Tyearor  lessthan less than as at 31
on demand 2 years 5 years Total ~ December
—FERg  —FHhE  BENLE ®12A318
REREE  WMEUR BEHUR #E  NREE
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARETT ARBTRT ARBTT ARETT ARETR
Bank and other ROREMEE
borrowings (note 27) (F527) 815,758 114,173 154,085 1,084,016 1,010,550
Trade and other BHREMER
payables (note 26) FIE (i 5E26) 287,761 - - 287,761 287,761
Considerations ERRE
payable (note 26) (F5E26) 10,772 - - 10,772 10,772
Financial liabilities at BRnEFABRE
fair value through cmaiE9)
profit or loss (note 29) 10,024 391,058 - 401,082 401,082
Total @ar 1,124,315 505,231 154,085 1,783,631 1,710,165
Management believes that the Group’s current EEEMERE AEEBEEFHER
cash on hand, expected cash flows from & TEFIRBKEEBHRET
operations and available standby credit facilities MBREEREEREREAAR

China NT Pharma Group Company Limited |

from financial institutions will be sufficient to
meet the Group’s working capital requirements
and repay its borrowings and obligations in the

near future when they become due.
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Notes to the Consolidated Financial Statements (Continued)

e TR HRR M (R)

For the year ended 31 December 2019 (Expressed in Renminbi unless otherwise indicated) %é 2079#“ 12A31AILFE (BAE#E @?’57/‘ KARBST)
36. FINANCIAL RISK MANAGEMENT

B 7 L B B 2R ()

(CONTINUED)
(c) Interest rate risk (o) F ==
The Group's interest rate risk arises primarily AEEMERREERBRITT
from bank deposits, bank and other FoRITREMEE - FEEBER
borrowings. Borrowings at variable rates expose AEBAZBESRAERR - K&
the Group to cash flow interest rate risk. B EERERITE T AL HA
The Group does not use financial derivatives KRR - EREMBEZENAREEF
to hedge against the interest rate risk. The TR T o
Group’s interest rate profile as monitored by
management is set out below.
(i) Interest rate profile (i) M=EFR
The following table details the interest THRFMAREEGFEARTF
rate profile of the Group’s net interest HAGFEEMAEEREE
bearing liabilities (being interest-bearing ERRITER  EHERR
financial liabilities less pledged bank AT 30 P S B R e A
deposits, time deposits and cash at banks) ERREFE
at the end of the reporting period:
2019 2018
Effective Effective
interest rate Amount interest rate Amount
BRA= iz ERFI= £
RMB'000 RMB'000
ARET R AREFT
Fixed rate instruments: ~ EEIA:
Lease liabilities (note 28) ~ HESE (M7H28) 14.04% 5,152 - -
Bank and other borrowings  ETREMEE 4.30% to 829,041 4.30% to 738,816
(note 27) (M&27) £15.00% £14.04%
Less: Pledged bank deposits 3 : EEIEBEITHER 0.35% (40,000) 0.35% (38,000)
(note 23) EE)
Time deposits (note 24(a) ~ EHFH (MiE24(a)) 3% (44,790) - -
749,403 700,816
PEXEBZESEE | FEHRSF2019
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Notes to the Consolidated Financial Statements (Continued)
AR (8)

For the year ended 31 December 2019 (Expressed in Renminbi unless otherwise indicated) 22019412 531 A1t F/% (B F5H#EHI + UAEEFTR)
36. FINANCIAL RISK MANAGEMENT 36. IR EE (&)

(CONTINUED)
(c) Interest rate risk (Continued) (0 FIEEPR (E)
(i) Interest rate profile (Continued) (i) HMERFR(E)
2019 2018
Effective Effective
interest rate Amount interest rate Amount
-1 ilk:d &8 B F|% 8
RMB’000 RMB'000
ARETR ARETT
Variable rate instruments: FEIA:
Bank borrowings (note 27) BT & (M EF27) 6.02% 193,413 6.19% 271,734
Less: Cash at banks (note 24) 5 : #iTHFF (M324)  0.01t0 £0.35% (28,198) 0.0110 £0.35% (87,793)
e %525 183,941
Total net interest-bearing ~ FTEEERFE
borrowings 914,618 884,757

374

At 31 December 2019, it is estimated
that a general increase/decrease of 100
basis points in interest rates, with all
other variables held constant, would have
increased/decreased the Group’s loss
after taxation and increased/decreased
in accumulated losses by approximately
RMB1,653,000 (2018: RMB1,380,000).
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Notes to the Consolidated Financial Statements (Continued)

e TR HRR M (R)

For the year ended 31 December 2019 (Expressed in Renminbi unless otherwise indicated) %é 2079¢ 12A31AILFE (BAE#E @?’57/‘ KARBST)
36. FINANCIAL RISK MANAGEMENT

(CONTINUED)

(c)

Interest rate risk (continued)

(i)

Sensitivity analysis

The sensitivity analysis above indicates the
annualised impact on the Group’s interest
expense that would arise assuming that
the change in interest rates had occurred
at the end of reporting period and had
been applied to floating rate instruments
which expose the Group to cash flow
interest rate risk at that date. The analysis
does not take into account exposure to
fair value interest rate risk arising from
fixed rate instruments as the Group does
not hold any fixed rate instruments which
are measured at fair value. This analysis
has been performed on the same basis for
2018.

In addition, the financial liabilities at fair
value through profit or loss, as disclosed
in note 29 to the consolidated financial
statements, are also subject to the
interest rate risks. If the market interest
rate increased by 1% point, with all other
variables held constant, the Group’s
loss after taxation for the year would
have been decreased by approximately

RMB1,146,000 (2018: RMB4,645,000).

OB %

%

B % L B B 2R (4

(0)

HF

%‘JT}—L 2 i? )

(ii)

N
1)

M

ERGERERE DA EE
MEBERXAAINEREY
£ FRERKMNEZEHN
BERRERKREL YR
FA 1A T e 3R 2 0 M) 2R L B
AETR - ARAREYE

B

j

=
Jh=4

S
C

RBEERRAAEFENE
EMERTEA  HFALRF R

BEMETRAELENAARE

F =R o D THR20184F
A A E 1T

BboN - AR & B TS ER R MY A
29FTHEER - IRAREFIAE
AL R B ENARARH X
Bk - nRMHEFE EFA—
BEE E FIEEMESR
BFAE  AXREEARFEER
BRBi1& BRSO AR
1,146,0007T (20184 : AR

#4,645,0007T) °

£ 2019
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Notes to the Consolidated Financial Statements (Continued)

RE B RERMEE (F)

For the year ended 31 December 2019 (Expressed in Renminbi unless otherwise indicated) 22019412 531 A1t F/% (B F5H#EHI + UAEEFTR)

36. FINANCIAL RISK MANAGEMENT
(CONTINUED)

(c)

(d)

China NT Pharma Group Company Limited |

Interest rate risk (continued)
(ii)  Sensitivity analysis (continued)

If the market interest rate decreased by
1% point, with all other variables held
constant, the Group’s loss after taxation
for the year would have been increased
by approximately RMB1,167,000 (2018:
RMB4,761,000).

Currency risk

The Group is exposed to currency risk
primarily through sales and purchases that
are denominated in a foreign currency i.e. a
currency other than the functional currency
of the operations to which the transactions
relate. The currencies giving rise to this risk are
primarily United States dollars (“USD"), Swiss
Francs ("CHF"), Renminbi ("RMB") and Hong
Kong dollars (“HKD"). In addition, certain bank
loans are also denominated in USD and HKD.
At present, the Group has no hedging policy

with respect to its foreign exchange exposure.

36. MIEE R EE (F)

(0)

Annual Report 2019
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Notes to the Consolidated Financial Statements (Continued)

AR e B R IR AR AL ()

For the year ended 31 December 2019 (Expressed in Renminbi unless otherwise indicated) 22019412 531 A1t F/% (B Z5 5485+ UAEETT)

36. FINANCIAL RISK MANAGEMENT
(CONTINUED)

(d)

Currency risk (continued)

(i)

Exposure to currency risk

The following table details the Group's
and the Company’s major exposure at the
end of the reporting period to currency
risk arising from recognised assets or
liabilities denominated in a currency
other than the functional currency of
the entity to which they relate. For
presentation purposes, the amounts of
the exposure are shown in Renminbi,
translated using the spot rate at the year
end date. Differences resulting from the
translation of the financial statements of
non-PRC group entities into the Group’s

presentation currency are excluded.

36. MiEE bR EE (F)

(d)

SMNBE [ B2

(i) B E)HNE [ f
TRFRAACDHREES
BENGEEEEREHE
BEOEEYMERAEE
RARBIRREHRER
WEZINERR BRHES
W HREARESERFRD
BIHIE R KA AR
T TNBEHEFEEERE
BN BEREERAAREE
EREEEHNER -

Exposure to foreign currencies (expressed in Renminbi)

FEBNNERR (AARBSIT)

2019 2018
usb CHF RMB HKD uso CHF RMB HKD
it il ARE B i1 RtEl  ARK B
RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000
ARETR ARBTR ARMTR ARMTR ARETR ARBTR ARMTT ARETR
Trade and other E5RER
receivables A 66602 6,128 10 - 2769 - - 1478
Cashatbanksand i~ (TR REE
hand 10,938 - 212 3 12,802 - - 1,173
Trade and other 25RER
payables JERFE (12,999) - - - (484) - - 37
Bank and other BREMEE
borrowings (193,413) - - - (N734) - - -
(128,832) 6,128 222 3 (236,085 - - (473)
FEREBEEZSEER | FE®ET2019

311



378

Notes to the Consolidated Financial Statements (Continued)

e R HRR M (R)

For the year ended 31 December 2019 (Expressed in Renminbi unless otherwise indicated) %f§2079ff 12831 HILFE ( ﬂ?ﬁﬁfﬁ@?ﬁ/‘ KARHIT)

B 75 L B B 2R (4

36. FINANCIAL RISK MANAGEMENT

(CONTINUED)

(d) Currency risk (continued)

(i)  Sensitivity analysis

The following table indicates the

instantaneous change in the Group's

profit or loss after taxation and

accumulated losses that would have

arisen if foreign exchange rates to which

the Group has significant exposure at the

end of reporting period had changed at

that date, assuming all other risk variables

remained constant.

(d)

AINEE [ B (4B )
(i) BRERE D
FEMEREZET

2*ZE/] ‘

T DAT%$EIJ3’$#&%H;@
REEAFENINEESRE
BEE o B2 B By S KSR B A PR Y
Bm M EE MR ERN
R & -

2019 2018
Increase/ Increase/ Increase/ Increase/

(decrease) (decrease)  (Decrease)/ (decrease) (decrease) (Decrease)/
in foreign in profit increase in in foreign in profit increase in
exchange after accumulated exchange after  accumulated
rates taxation losses rates taxation losses
HEEZR  BEZEN 2itER MNEEX  BREREEMN ZitBE
LR/ (FH) &/ (BD) (HD)/8m £A/(FK) En/ i) (BD)/Em
RMB'000 RMB'000 RMB'000 RMB'000
AR®TR  AR%TR ARBFT  ARETR
usD e 5% (5,379) 5,379 5% (9,870) 9,870
(5%) 5,379 (5,379) (5%) 9,870 (9,870)
CHF AR 5% (256) 256 5% - -
(5%) 256 (256) (5%) - -
RMB ARE 5% 9) 9 5% - -
(5%) 9 (9) (5%) - -
HKD B 5% - - 5% (20) 20
(5%) - - (5%) 20 (20)

China NT Pharma Group Company Limited |
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Notes to the Consolidated Financial Statements (Continued)

e TR HRR M (R)

For the year ended 31 December 2019 (Expressed in Renminbi unless otherwise indicated) %é 2079¢ 12A31AILFE (BAE#E @?’57/‘ KARBST)
36. FINANCIAL RISK MANAGEMENT

(CONTINUED)

(d)
(i)

Currency risk (continued)

Sensitivity analysis (continued)

Results of the analysis as presented in the
above table represent an aggregation of
the instantaneous effects on each of the
group entities’ profit or loss after taxation
measured in the respective functional
currencies, translated into Renminbi at
the exchange rates ruling at the end of
the reporting period for presentation

purposes.

The sensitivity analysis assumes that
the change in foreign exchange rates
had been applied to remeasure those
financial instruments held by the Group
which expose the Group to currency risk
at the end of the reporting period. The
analysis excludes differences that would
result from the translation of the financial
statements of non-PRC incorporated
subsidiaries into the Group’s presentation
currency. The analysis has been performed

on the same basis for 2018.

The Company has no material foreign

currency risk exposure.

OB %

%

B 7 L B B 2R ()

Rk (&)
BRED T (E)
TREFIMSITSERAAE
ExEBESEMERSS
EMRBEENSER &
SEL TR &= =g ik Nz 0] RS

BRE B ARER  HEEK
T 14 a5 7 2k 5 18 1O BE B2 BN A
Ta o

FRESNMBREKAZ
EXEMAEAEERNRSE
HARBAEMERAEB AR
E¥RBHNEMIA %D
A B 3E 158 St AR L 9
MEARNMBRRRER
AEBEREBEELENE
B o Z O HTE2018F FHAM
DMERE—Z -

A B 48 A (T AHNE R,
B o
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Notes to the Consolidated Financial Statements (Continued)
AR (8)

For the year ended 31 December 2019 (Expressed in Renminbi unless otherwise indicated) #Z2019%F 12 31 H1FFZ (B 55BN + UA RIS T)

37. COMMITMENTS 37. &iE
(a) Capital commitments outstanding at (@) M2019F12A31BR&EE
31 December 2019 not provided for in R AN EEE T ARSB
the consolidated financial statements EEREERD

were as follows:

2019 2018
RMB’000 RMB’000
AR®T T ARET T

Contracted for but not provided T &] 418 K B &

for
- property, plant and equipment —4¥1% - W&E k& - 190
— investment in an associate —R—HBERAZRE
(note 19(b)) (Mt3E19(b)) 20,000 20,000
— intangible asset: computer —BIVEE -
software STE T - 1,375
- intangible asset: Teriparatide  — &R & E : FHLIBHK 156,965 154,422
176,965 175,987
(b) At 31 December 2019, the Group had (b) M2019F12831H K&
total future minimum lease payments ER A RS HE RN
under non-cancellable operating leases FIBE TR R REEBER
payable as follows: KABFEWT
2019 2018
RMB’000 RMB’000
AR®T T AREBT T
Within 1 year —FR 2,877 11,917
After 1 year but within 5 years —&F&ERFR - 5,281
2,877 17,198
The Group is the lessee in respect of a number AEEAEBELEHE NHBZIE
of properties held under operating leases. The MERNABA - BEAHRE—RIF
leases typically run for an initial period of one RE—F - BUTEIENRRES -

year. None of the leases includes contingent

rentals.
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Notes to the Consolidated Financial Statements (Continued)

e TR HRR M (R)

For the year ended 31 December 2019 (Expressed in Renminbi unless otherwise indicated) 22019412 531 A1t F/% (B Z5 5485+ UAEETT)
38. MATERIAL RELATED PARTY 38. TEMEAIRS

TRANSACTIONS

During the year ended 31 December 2019, expect
those disclose elsewhere in the consolidated financial
statements, transactions with the following parties
were considered to be related party transactions in

the normal ordinary course of business of the Group:

Name of related Relationship with the Group
party

Mr. Ng Tit and Directors of the Company,
Ms. Chin Yu beneficial holders of the

Company’s 31.89% equity

interest

NT Holdings Holding company of the Group

prior to the Reorganisation

Key management personnel remuneration

Remuneration for key management personnel of the
Group, including amounts paid to the Company’s
directors as disclosed in note 10 and certain of the

highest paid employees as disclosed in note 11, is as

B E2019F12A831HIEFE © BRiRE
MBHRREMBAOABEEEIN - BT
EFNRGHEERRAEEER —RE
BRETFNEEIRS :

E) B K 5R [ Y A 1%
TPt

R A KRAAIES
BRIt AR 7]31.89%
[z Bmisa A

k

NT Holdings R E#RIA
REEERA A

puss]

=

TEEEABFH
TR AEBEEEERABNTH -
BEEMN T AR RES (BERKE0)
RETFEEHMAL (BERME) D
o

follows:

2019 2018
RMB’000 RMB’000
AR®T T ARBT T
Short-term employee benefits HHEBRAM 20,874 21,668
Post-employment benefits BEER BB 1,468 1,448

Equity-settled share-based VAME 25 45 B 30 DARR (D
payment expenses AT RO IR EA 7,086 6,812
29,428 29,928

The above remuneration is included in “staff costs”
(note 7(b)).

B Ok

EAFMEERTE TRA] (M
7(b)) °
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Notes to the Consolidated Financial Statements (Continued)

e R HRR M (R)

For the year ended 31 December 2019 (Expressed in Renminbi unless otherwise indicated) 22019412 531 A1t F/% (B F5H#EHI + UAEEFTR)

39. COMPANY LEVEL STATEMENT OF

FINANCIAL POSITION

39. 1 B & T Ay BF Bk L R

2019 2018
Note RMB'000 RMB'000
HisE ARETR ARETL
Non-current assets FREEE
Interests in subsidiaries  KWRAAMEE S . LT 313520
Prepayment for acquisition of W —mEpEEY
___anintangibleasset BESOR 17576 17,191
816,683 330,711
Current assets RBEE
Amount due from subsidiaries e B N BIFUR = 411,053
Other receivables H e Z0E 65 1,422
Cash at banks and in hand BOFEREES 45,005 528
45,070 413,003
Current liabilities RBEE
Other borrowings Hifa g \ 48,690 -
Other payables and accruals H’@W‘TMIE&JEJEFH 12,099 2,207
Amounts due to subsidiaries N NG e 244,464 2,374
Financial liabilities at fair value ?Tz@ftﬁﬂ)\iﬁf
through profit or loss MeRas 432,108 -
. By 4,581 |
Net current (liabilities)/assets FEE (BB) /EE (692,291) 408,422
Total assets BEE 861,753 743,714
Total assets less current liabilities AEERAHEE 124,392 739,133
Non-current liabilities kRBaE
Other borrowings Hi A g 22,206 -
Financial liabilities at fair value BAREN A BRNERHAE
through profit or loss 2,842 391,058
NET ASSETS EEFE 99,344 348,075
CAPITAL AND RESERVES RAEREE 34
Share capital BRA 1 [
Reserves [#E 99,343 348,074
TOTAL EQUITY BRAE 99,344 348,075
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Notes to the Consolidated Financial Statements (Continued)
RE M RRMEE (&)
For the year ended 31 December 2019 (Expressed in Renminbi unless otherwise indicated) 22019412 531 A1t F/% (B Z5 5485+ UAEETT)
40. EVENT AFTER THE REPORTING PERIOD

41.

COVID-19 outbreak began in January 2020 over
China, the Group strictly implemented regulations
and requirements of the government for virus
control. To ensure both epidemic prevention and
production, the Group gradually restored production
when the situation got under control. COVID-19 may
have certain impact on the Group’s production and
operation, the impact will largely depend on duration
of the outbreak and implementation of regulatory
policies thereafter. As of the date of approval for
the consolidated financial statements, the directors
of the Company consider that there is no material
uncertainty as result of COVID-19 outbreak that casts
a doubt on the Group's ability to carry on its business

as a going concern in the next twelve months.

COMPARATIVE FIGURES

The Group has initially adopted HKFRS 16 on 1 January
2019 using the modified retrospective approach. Under
this approach, comparative information is not restated.
Further details of the changes in accounting policies are

disclosed in note 2(c).

40. EHESEE

41.

B Ok

¥R IR D R E 1B B20205F1 A
RAEBRE  AEECBERERBAE
HRENERER  REBROIERE
E AEERBEAIBEREHIRESE
Eo-MABHKRSEMANGEAAERE
EEZRERETHE BYEIUARE
BRENHAREEEENEETER - &
EREMBREMLER  ARAESR
B AR AT AR S I AR IS8 %
i 7] B Z BRI AR R+ {8 A &
BRERBEEBNENTFROEATE
TEME o

s & F
REBEER2019F1A1BYIZFERLEE
B ER ARSI EERF 1655 -
BB % - EEBERARED) - 51K
KPR E— P HBRERME200) °
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Notes to the Consolidated Financial Statements (Continued)

e R HRR M (R)

For the year ended 31 December 2019 (Expressed in Renminbi unless otherwise indicated) 22019412 531 A1t F/% (B F5H#EHI + UAEEFTR)

42. POSSIBLE IMPACT OF

42.

AMENDMENTS, NEW STANDARDS
AND INTERPRETATIONS ISSUED BUT
NOT YET EFFECTIVE FOR THE YEAR

ENDED 31 DECEMBER 2019

Up to the date of issue of these financial statements,

the HKICPA has issued the following amendments

and new standards which are not yet effective for

the year ended 31 December 2019, and which have

not been adopted in these financial statements.

HKFRS 17 Insurance Contracts'

Amendments to HKFRS 3 Definition of a Business?

Amendments to HKFRS 9, Interest Rate Benchmark Reform*
HKAS 39 and HKFRS 7

Amendments to HKFRS 10 Sale or Contribution of Assets between
and HKAS 28 an Investor and its Associate or Joint

Venture?

Amendments to HKAS 1 Definition of Material*

and HKAS 8

L Effective for annual periods beginning on or after

1 January 2021

Z Effective for business combinations and asset
acquisitions for which the acquisition date is on
or after the beginning of the first annual period

beginning on or after 1 January 2020

2 Effective for annual periods beginning on or after a

date to be determined

& Effective for annual periods beginning on or after

1 January 2020

The Group is in the process of making an assessment

of what the impact of these amendments, new

standards and interpretations is expected to be in the

period of initial application.

China NT Pharma Group Company Limited |
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