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China Resources Pharmaceutical Group Limited (stock code: 3320) is a leading
integrated pharmaceutical company in China. Our business spans across
manufacturing, distribution and retail of pharmaceutical and healthcare
products. Since the establishment in 2007, the Group has developed into one
of the fifth largest pharmaceutical manufacturers and the one of the third
largest pharmaceutical distributors (by revenue) in China. In October 2016, the
Company successfully completed its global offering in Hong Kong. Since its
listing.

Our manufacturing business encompasses the research and development,
manufacturing and sale of pharmaceutical products. We manufacture more
than 560 products comprising chemical drugs, Chinese medicines and
biopharmaceutical drugs as well as nutritional and healthcare products,
covering a wide range of therapeutic areas including cardiovascular, alimentary
tract and metabolism, large-volume IV infusion, pediatrics, respiratory system
etc.. Besides, we own a series of strong, well-known brands including “999",
“Dong-E-E-Jiao (BEFAIFAIAE) ”, “Double-Crane (2€%8) ", “Zizhu (£517) ", and
“Jiangzhong GCIH) “. We regard R&D and product innovation as important
drivers for long-term growth and consistently increases the investment in
R&D activities. We operate 3 State-certified engineering technology research
centers and 3 State-certified enterprise technology centers with a R&D team
comprising over 1,200 staff members.

Leveraging our comprehensive product portfolio and wide distribution
networks, we directly distribute products to hospitals and other medical
institutions across the country. We operate a national distribution network
comprising 176 logistics centers strategically across 28 provinces, municipalities
and autonomous regions in China, with over 110,000 clients, including
8,003 second- and third-class hospitals and around 70,000 primary medical
institutional clients. In addition, we operate one of the largest retail pharmacy
networks in China, comprising 862 pharmacies under national or regional
premium brands — CR Care (%) ", and “Teck Soon Hong (F&151T) "



VAT

Corporate Information

EEXg
TRRIFPITES
IEHKLE

HITEFREFEANTE
WEBEEE

HITEEKREERE
FHBPKLE

WITEF BFEUBEREIBR
SEEuT

JEHITEE

FREREE

EilE Kogum

EFELE
RZEBE-_—F=ZB -+ HEMD

BEELE
RZEBE-_—F=ZB -+ HEMD

g
MRZE_—FE=ZF -+ HEZD

BEFHELE
MRZE_—F=ZF -+ HEZD

BIIERITES
BRM2 L
MBS
BIERSLE
RREBELE

BitEEY

BREZ LT (&)

EiE Rogum

BEELE
MRZEZ—FE=ZFZ+B#HMD

BEFHELE
MRZEZ—FE=ZF -+ HEZD

SRB L

EiEELE

R ERAE

BOARD OF DIRECTORS

Chairman and non-executive Director
Mr. Wang Chuncheng

Executive Director and Chief Executive Officer
Mr. Han Yuewei

Executive Director and Vice Chairman
Mr. Li Xiangming

Executive Director, Chief Financial Officer and Vice President
Mdm. Weng Jingwen

Non-executive Directors
Mr. Yu Zhongliang
Mdm. Guo Wei
Mr. Wang Shouye
(resigned on 26 March 2021)
Mr. Lyu Ruizhi
(resigned on 26 March 2021)
Mr. Hou Bo
(appointed on 26 March 2021)
Mr. Qing Mei Ping Cuo
(appointed on 26 March 2021)

Independent non-executive Directors
Mdm. Shing Mo Han Yvonne

Mr. Kwok Kin Fun

Mr. Fu Tingmei

Mr. Zhang Kejian

AUDIT COMMITTEE

Mdm. Shing Mo Han Yvonne (Chairman)
Mdm. Guo Wei
Mr. Lyu Ruizhi
(resigned on 26 March 2021
Mr. Qing Mei Ping Cuo
(appointed on 26 March 2021)
Mr. Kwok Kin Fun
Mr. Fu Tingmei
Mr. Zhang Kejian
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NOMINATION COMMITTEE

Mr. Wang Chuncheng (Chairman)
Mdm. Shing Mo Han Yvonne

Mr. Kwok Kin Fun

Mr. Fu Tingmei

Mr. Zhang Kejian

REMUNERATION COMMITTEE

Mr. Kwok Kin Fun (Chairman)
Mdm. Guo Wei

Mdm. Shing Mo Han Yvonne
Mr. Fu Tingmei

Mr. Zhang Kejian

CORPORATE GOVERNANCE COMMITTEE

Mr. Fu Tingmei (Chairman)
Mr. Han Yuewei

Mdm. Weng Jingwen

Mdm. Shing Mo Han Yvonne
Mr. Kwok Kin Fun

Mr. Zhang Kejian

EXECUTIVE COMMITTEE

Mr. Han Yuewei (Chairman)
Mr. Li Xiangming
Mdm. Weng Jingwen

AUTHORIZED REPRESENTATIVES

Mr. Han Yuewei
Mdm. Weng Jingwen

COMPANY SECRETARY
Mr. Lo Chi Lik Peter

LEGAL ADVISORS

Clifford Chance
Jia Yuan Law Offices

AUDITOR

Ernst & Young
Certified Public Accountants
Registered Public Interest Entity Auditor

REGISTERED OFFICE

41/F, China Resources Building
26 Harbour Road

Wanchai

Hong Kong
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SHARE REGISTRAR

Tricor Investor Services Limited
Level 54, Hopewell Centre
183 Queen's Road East

Hong Kong

PRINCIPAL BANKERS

Agricultural Bank of China Ltd., Hong Kong Branch
Agricultural Bank of China Beisanhuan Sub-Branch Beijing
Bank of China (Hong Kong) Limited

Bank of Communications Co., Ltd. Hong Kong Branch
China Construction Bank (Asia) Corporation Limited

China Construction Bank Beijing Railway Branch

China Merchants Bank Chang'an Street Sub-Branch Beijing
Credit Agricole CIB, Hong Kong Branch

China Everbright Bank Co., Ltd., Hong Kong Branch
Industrial and Commercial Bank of China Wangfujing Branch
Industrial and Commercial Bank of China (Asia) Limited

ING Bank N.V.

Mizuho Bank, Ltd., Hong Kong Branch

MUFG Bank, Ltd., Hong Kong Branch

Natixis Hong Kong Branch

Overseas-Chinese Banking Corporation Limited

Postal Savings Bank of China, Beijing Weigoncun Sub-branch
Sumitomo Mitsui Banking Corporation

INVESTOR RELATIONS CONSULTANT
Wonderful Sky Financial Group Limited

COMPANY'S WEBSITE

http:/Avww.crpharm.com

STOCK CODE
3320
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MeRBEKRE
"“AGM"

MEMERRAAN

"

“Articles of Association”

=8|
“Board”
MERBEE A
“BSCcomMmcC”
rEERTAL

"“CG Code”

THRE
“China” or “PRC"

INSIECSHN
“Companies Ordinance”

I NGRS
“"Company” or “CR Pharmaceutical”

FEEHIR1T)

“CR Bank”
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In this annual report, the following expressions shall have the following
meanings unless the context indicates otherwise:

RABIRRBERE
annual general meeting of the Company

RABR ZE—RERAZTHKFIARZERMNAASERMEA (&
REFEET)

the articles of association of the Company (as amended from time to
time), adopted by Special Resolution passed on 20 June 2016

sy
board of Directors

TREEEARKEEEEFR L —KPNFPEGFMEINEE RE > BEM
NEERE

Beijing State-Owned Capital Operation And Management Center (35 2 E
BERKEEEIERL), a state-owned enterprise incorporated in the PRC
and our substantial Shareholder

EHRANSRT SN EEE AT REEERRS
Corporate Governance Code and Corporate Governance Report set out in
Appendix 14 to the Listing Rules

REARENE iAERMS > FEESHB CRPIFINITHRE RS E
People’s Republic of China, excluding, for the purposes of this annual
report only, Hong Kong, Macau SAR and Taiwan

NEMER (BB EDIF6225) (B REFIES])
the Companies Ordinance (Chapter 622 of the Laws of Hong Kong) (as
amended from time to time)

EHBEERBRAA
China Resources Pharmaceutical Group Limited

KBERBITROABRAE —RPAPBERINEDBERAR LA —XK
MEUN OB MIRIT NAFRBAA EHRMNDFEHEFLN70.28%
e

China Resources Bank of Zhuhai Co., Ltd. GR:BEBIETRMBEREAD
7)), a company limited by shares established in the PRC and a municipal
bank headquartered in Zhuhai, in which CRI holds approximately 70.28%

interest as at the date of this annual report
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MERHeEs)

“CR Double-Crane”

MR R

“CR Health”

Mg MEm)

“CR Holdings”

MR

“CRI”

MERIRER)

“CR Jiangzhong Group”

rEBHEE)

“CR Leasing”

EHEREERMERAT —XREBEPBEUZEZMA LN HE
PIELBRSFRZM LM BRH RS 1 600062) @ i B AAT ZIFREM
BAF

China Resources Double-Crane Pharmaceutical Company Limited (Z74
A IS{H A E/AF)), a company incorporated under the laws of the
PRC, the shares of which are listed on the Shanghai Stock Exchange (stock
code: 600062) and a non-wholly-owned subsidiary of the Company

EHRRERERAB ABAEIEREREARAS  —RNE BT
MR ERABD L AEBHERNZERBERF

China Resources Healthcare Group Limited (ZEBBEREEBBR AT,
formerly known as ZEHEEEBABRAE), a company incorporated
in Hong Kong with limited liability and a wholly-owned subsidiary of CR
Holdings as at the date of this annual report

E=H (&R BRRAR —RNREEBZMMIINERAR AEBERNE
RABLEMEBE AR REPZERR

China Resources (Holdings) Company Limited, a company incorporated
in Hong Kong with limited liability, which is a wholly-owned subsidiary of
CRI and our controlling Shareholder

EHRHABRAT > —KIHREI YRS A RA B I & PR A
3

China Resources Inc., a joint stock limited liability company established in
the PRC and our controlling Shareholder

ERIPREEREREELNE —RINABININAT > B LREEE
NERKRR TAERRTRZIEZENRBAR

China Resources Jiangzhong Pharmaceutical Group Co., Ltd. (=B T A&
BEERBRSEAT), a company established in the PRC, the controlling
Shareholder of Jiangzhong Pharmaceutical and a non-wholly-owned
subsidiary of the Company

EHMEMEARLAB AIMEBEERREAR —XNXPEXRINE
[REFRQE NAFREE E=HRGOBETEH0%ER

China Resources Financial Leasing Co., Ltd. CEHMEHEEERAT),
formerly known as China Resources Leasing Co., Ltd. GEHIEEAREA
7)), a limited liability company established in the PRC, in which CRI holds
60% indirect interest as at the date of this annual report

China Resources Pharmaceutical Group Limited Annual Report 2020 7




s

MEHER

“CR Medical”

MERBEFE

“CR Pharmaceutical Commercial”

MERMBEER)

“CR Pharmaceutical Holdings”

MgEH=H,

“CR Sanjiu”

M=

“CR Trust”

===

“Director(s)”
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EHBRRERERAS —XIXHERESETMRINBRAE  HRMH
TEEEAZPr £ (R AESE 1 1515) » ERERERRAFERBBFHEE
36.58% 1 m

China Resources Medical Holdings Company Limited, a company
incorporated in the Cayman Islands with limited liability, the share of
which are listed on the Main Board of the Stock Exchange (stock code:
1515), in which CR Holdings holds 36.58% interest as at the date of this
annual report

EHEREREEEERAT ABIERBERNHBRAT — XN ZE
ZEF+ _BZ+EtHARBPRBEEEEMRIINAT  BAEATL2EH
PN

China Resources Pharmaceutical Commercial Group Company Limited (%
HBHEEEEBRAFRAT), formerly known as Beijing Pharmaceutical
Co., Ltd. Ut REERDAFE/AT), a company incorporated under the
laws of the PRC on 27 December 2000 and a wholly owned subsidiary of
the Company

EHEBREZIRARLS AW =ZNEZEREBRLAE —RBHEREEE
HEMRIINAT BREATEENEBE AT
China Resources Pharmaceutical Holdings Company Limited (3% &8 2%z
B A BRAF]), formerly known as New Sanjiu Holdings Co., Ltd (31 = A%
B BR/AT]), a company incorporated under the laws of the PRC and a
wholly-owned subsidiary of the Company

EH-NBERNDERRF AB=ZNEZRNDERLT > —KIRE
HREDE MR AT EROGERINEZSZZ LT (BRMH A :
000999) » WA XA ZIF2ENBE AT

China Resources Sanjiu Medical & Pharmaceutical Company Limited (%74
ZHEBERMHAERAT), formerly known as Sanjiu Pharmaceutical Co.,
Ltd. (ZH B ERIDEPR/AT]), a company incorporated under the laws of
the PRC, the shares of which are listed on the Shenzhen Stock Exchange
(stock code:000999) and a non-wholly owned subsidiary of the Company

ERHRBEKRELEERRE —RINPBEMRIINEREELE  REFER
HER EHROBOEBEEREERASBBERFEEPS1%ER
China Resources SZITIC Trust Co., Ltd. GEHZHEEEERLAT), a
limited liability company established in the PRC, in which CRI indirectly
holds 51% interest through China Resources Capital Holdings Investment
Co., Ltd. FEHSIZEKEBMRAF) as at the date of this annual report

KABEF

director(s) of the Company
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TERFa e 2

“Dong-E-E-Jiao”

I &EE)

"GI’OUP"

r&#8)
“Hong Kong”

DIREEE

“Jiangzhong Pharmaceutical”

rEmRAL

“Listing Rules”

MEAEFA
“Model Code”

ERER
“Prospectus”

MR & B
“Reporting Period”

MERITEE ]
"SAR”

RETFRIBRMDBERAE > AL SRR R LRERMARE (EE) &
PRERRABEIRWUREMRERBRDERAS  —XIBREBERBEEE ML
HAB ERGERIESFRZZE Em (BRDMASE 1 000423) » M AARA
BZEEENBRE

Dong-E-E-Jiao Company Limited (ERf[f BB BRAE), formerly
known as Shandong Dong-E-E-Jiao Factory (LLIERER P BT B2 BR) , Shandong
Dong-E-E-Jiao (Group) Co., Ltd. (LUEREK MM E (EE) RHBBERLE)
and Shandong Dong-E-E-Jiao Co., Ltd. (LU EHMMABERNERAT), a
company incorporated under the laws of the PRC, the shares of which are
listed on the Shenzhen Stock Exchange (stock code: 000423) and a non—
wholly-owned subsidiary of the Company

KRB REWERE
the Company and its subsidiaries

FREEBERIITHE
the Hong Kong SAR of the PRC

IHREERMNERAE —KIKABILIINAB HRHE L BES
P L™ (RMH R 1 600750) U RAEMIRERZIFLERB AR
Jiangzhong Pharmaceutical Co., Ltd. CIHZEXRMHAERAT), a
company established in the PRC, the shares of which are listed on the
Shanghai Stock Exchange (stock code: 600750) and a non-wholly-owned
subsidiary of CR Jiangzhong Group

B PrsE s E MR A (B AREHERT)
the Rules Governing the Listing of Securities on the Stock Exchange (as
amended from time to time)

LEHRAIES A& EMETAETETRESXZNRETA
Model Code for Securities Transactions by Directors of Listed Issuers set
out in Appendix 10 to the Listing Rules

ARBIHBAZZ—R"F+A+tENBRER
the prospectus of the Company dated 17 October 2016

BHE_Z_EFT_A=1+—HLHHEE
the financial year ended 31 December 2020

FENFRITERE
Special Administrative Region, PRC

China Resources Pharmaceutical Group Limited Annual Report 2020 9
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“SFO"

TR 151
“Share(s)”

TR ER
“Shareholder(s)”

THSk 32 P

"Stock Exchange”

MBI A
"HK$" or "HKD"

TAR#)
“RMB”

o
"US$" or "USD"

M% |

o
KERAN > NRERINABHERE  ERR
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10 0005455 EpmsEEsRAD

BEREOETERFRBERD (EREFEET)
the Securities and Futures Ordinance (Chapter 571 of the Laws of Hong
Kong) (as amended from time to time)

/NN V)
share(s) of the Company

EN/NSIEEZVEST= DN
holder(s) of Shares of the Company

EBMEXZERASE
The Stock Exchange of Hong Kong Limited

B BEEEEEE
Hong Kong Dollars, the lawful currency of Hong Kong

ARET AEEEER

Renminbi Yuan, the lawful currency of China

Ei EZEEAERE
United States Dollars, the lawful currency of the United States of America

Bt

per cent

In the event of any inconsistency in the Chinese and English versions of the
names of the PRC established companies or entities, laws or regulations in this
annual report, the Chinese version shall prevail.
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Dear Shareholders,

I would like to extend my sincere appreciation to all Shareholders and
stakeholders for their continuing support of CR Pharmaceutical. As Chairman
of the Board, | hereby present the annual results of CR Pharmaceutical for the
year ended 31 December 2020.

Year 2020 has been an extremely challenging one, as the COVID-19 ravaged
the world and brought an unprecedented serious hit to the development of the
open world economy and globalisation process. Against the backdrop of risks
and challenges at home as well as abroad, the economy of China progressed
against the headwind and forged ahead in stability, achieving quarter-on-
quarter improvements in steady recovery as it reported annual GDP over
RMB100 trillion for the first time, which is a solid testimony to the economic
potential, resilience and sustainability of the nation.

China Resources Pharmaceutical Group Limited ~Annual Report 2020 11
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While the pandemic has affected the economy in the short term, it has also
led to further improvements in China's anti-pandemic health system. Since the
commencement of the “13th Five-Year Plan”, medical reforms underpinned
by the three sectors of “pharmaceutical, medical care and medical insurance”
have evolved into the development of systematic institutions, while the
normalisation of pandemic prevention and control measures coupled with
the accelerated medical reforms have given rise to intensive changes in the
pharmaceutical industry. The procurement of drugs and consumables in
specified volumes has become an increasingly normalised practice, while the
approval for innovative drugs has sped up in the domestic sector. Developments
in reasonable drug use and hierarchical diagnosis in the medical care system
have shown steady progress. Diverse means have been employed to implement
medical insurance cost control, while the reform in medical insurance payments
has also commenced on a trial basis. Meanwhile, Internet medical healthcare
has emerged in thriving development. As medical reform is arriving at the
critical stage of qualitative improvement, institutional development and general
regulation, the pharmaceutical industry will undergo deepened adjustment and
optimisation, characterised by prominent opportunities arising from structural
developments and profound changes in the competitive landscape.

Year 2020 was the concluding year for the implementation of the Group's
“13th Five-Year Plan”. Persisting in a model of development driven by both
organic growth and external expansion, the Group has made efforts to deepen
reform and innovation, increase R&D investment, accelerate the development
of its biopharmaceutical business, enhance its presence in untapped sectors,
explore new business models, embark on active international cooperation,
pursue ongoing optimisation in product mix and business structure, advance
business synergy and integration of resources, bolster quality control and risk
management and improve operational and management efficiency, in order
to solidify its leading position in the industry on a continuous basis. In the
meantime, during the pandemic the Group has made active arrangements for
the resumption of work and production, while undertaking tasks of urgent
procurement, designated storage and assured distribution of pharmaceutical
supplies thanks to its efficient response mechanism and professional service
teams, as the commercial and industrial segment supplied more than RMB12
billion-worth of anti-pandemic drugs and medical devices to pandemic-stricken
areas in various provinces and cities across the nation, in fulfilment of the
commitment and social responsibility of a state-owned enterprise.
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Against the austere and challenging conditions of a complicated and volatile
industry environment, the Group actively responded to policy changes and
market challenges and achieved total revenue of HK$200,423.0 million,
and profit attributable to owners of the Company of HK$3,297.1 million,
representing a year-on-year growth of 3.8% in terms of RMB (or stable year-
on-year growth of 18.9% in terms of RMB in profit attributable to owners
of the Company if excluding the impact of one-off items such as disposal
of subsidiaries and goodwill impairment) for the Reporting Period. During
the Reporting Period, the Group further increased its investment in R&D and
reported R&D expenditure of HK$1,497.9 million for 2020, increasing by 3.9%
in terms of RMB.

Looking to 2021, while favourable factors of China’s positive economic
recovery are apparent, uncertainties will continue to prevail in the external
environment, and we cannot afford to ignore risks derived from the
impact of the pandemic. During the “14th Five-Year Plan” period, China’s
pharmaceutical industry will enter a critical stage of transformation, upgrade,
phasing-out and innovation. In the new context of domestic and international
dual circulation and with the implementation of the “Health China” strategy,
medical reforms will continue to advance in the vertical as well as horizontal
dimensions. In the pharmaceutical sector, regulation will be strengthened and
innovation will be encouraged to enhance the standardisation and accessibility
of medical care and increase the ability and efficiency of medical insurance
payment. While the stage of industry-wide rapid growth is unlikely to recur
under the impact of medical insurance cost control, stable market growth
driven by aging population, consumption upgrade and epidemiological
transition will sustain, complemented by the intelligent upgrade of the industry
aided by new technologies and platforms. In view of the above, the Group is
firmly optimistic about the long-term development of China’s pharmaceutical
industry.

The Group will continue to uphold its mission and vision of “Protecting Human
Health and Improving Quiality of Life” and position itself upon opportunities
presented by the development and reform of China’s pharmaceutical
and healthcare industries. In tandem with policy directions and taking full
advantage of the important window period of industry consolidation, we will
seize opportunities, establish ourselves in advantageous positions, solidify our
strengths and make up shortfalls in an attempt to open up new frontiers amidst
changes, on the back of R&D innovation and merger and acquisition and aided
by informatisation and international development. The Group will continue to
drive business realignment and industry upgrade and optimise the allocation
of resources. In connection with business structure, we will solidify our existing
competitive advantages by expediting our effort in reinforcing, strengthening
and complementing our business chains. We will enhance development of the
biopharmaceutical segment and actively establish our presence in untapped
sectors such as vaccines, blood products and medical devices. We will enhance
our core competitiveness and realise sustainable healthy development with high
standards, high efficiency and high quality, aspiring to become an innovator,
integrator, and leader in the pharmaceutical and health industries.

China Resources Pharmaceutical Group Limited Annual Report 2020 13
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Finally, on behalf of the Board, | would like to once again express sincere
gratitude to all Shareholders, customers and strategic partners for their
continued trust in and unfailing support of the Group, as well as to the
management team and all staff for their hard work and dedication amidst the
extremely challenging business environment of the past year.

WANG Chuncheng
Chairman

26 March 2021
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(2 January), CR Sanjiu acquired 100% equity interest in
Aonuo (China) Pharmaceutical Co., Ltd. GEREE (Fh[E) BL%%
BFE/AT)). The acquisition has facilitated CR Sanjiu’s rapid
building of a leading brand and major product lines for
pediatrics, thereby contributing to further improvements in
our deployment in the consumer healthcare (CHC) category.

(—A=+—R) EFHLBEERARLRAREBENARE
300B TV EMY BR A E R ENMILER  BZERE
REEHBERNNEEEERYE -

(31 January) China Resources Hubei Pharmaceutical
Company Limited (2841168 225 BR/A 7)) dispatched
approximately RMB3 million worth of pharmaceutical
supplies and medical devices to Huoshenshan Hospital
in Wuhan to provide the first batch of anti-epidemic
medical supplies received by the hospital after the
completion of its construction.
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(CERRB) AEEM BRI ENP2REER B B2 REES
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(5 February) NIP292, a Class | innovative drug of the
Group, was granted orphan drug status for treatment of
idiopathic pulmonary fibrosis (IPF) by the U.S. Food and Drug
Administration (FDA).

China Resources Pharmaceutical Group Limited Annual Report 2020 15
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(29 March) The first batch of anti-epidemic supplies
shipped to Ireland by CR Pharmaceutical Commercial
arrived at Dublin on 29 March, local time. In the 14
weeks that followed, CR Pharmaceutical Commercial
continued to ship 4,000 tonnes or 86 million pieces of
personal protective supplies to support Ireland’s fight
against the epidemic.
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(22 April) Double-Crane conducted the nationwide online
launch of “Fetoca®”, a new product in the field of pediatrics.
Currently the only caffeine citrate injection product in China
that has passed the drug consistency evaluation, “Fetoca®” is
used for the treatment of premature newborn primary apnea.
The launch of this drug will provide more options for clinical
applications for the benefit of a broader population of child
patients.

(MAZ+MB) REEBHE B FRIFER NERHE
BB#n] o 3 5 & A B M | %0 B M Bl —ERVBD (B
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(24 April), Dong-E-
E-Jiao launched its
proprietary innovative
product “Little Gold Bar
Dong-E-E-Jiao Powder”.
- This new product
: features two core
patent technologies,
low-temperature VBD
(vacuum belt drying) and E-Jiao original powder preparation,
which have both won the Patent Excellence Award of China.
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(9 May) CR Jiangzhong Group launched a new product
“Jiangzhong Lihuo Probiotics” in the field of daily
gastrointestinal medication. This product has the effects of
improving the stability of intestinal flora, preventing and
treating constipation and diarrhea, regulating the balance
of intestinal flora and stabilising the intestinal tract, and is
effective for procuring intestinal health.
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(13 July) China Resources Biopharmaceutical Co., Ltd. (&
T Y B B BR/A B)) received the notice of approval for
clinical trial of drugs for “Ruitongli” to extend its scope of
treatment to the new indication of deep vein thrombosis.
As the first third-generation heterogeneous thrombolytic
medicine launched in China, “Ruitongli” has been included
in the National Reimbursement Drug List. Research of new
indications of acute stroke and acute pulmonary embolism are
currently in the clinical phase Il stage.

(EA+ImR) #FHREBX N IREEEARNARAR
PRGN ERBEMRERATD =Z A HAREBERER
BREREREEHESIFRE > SIFRR (B X R+ EE+E)
BREMSHMER -

(14 July) CR Pharmaceutical Commercial, Zhejiang Int’l Group
Co., ltd. G T HAFER RS E B2 R and Zhejiang Yibao
Pharmaceutical Technology Co., Ltd G T {E{REe &R &
A R/AE)) entered into a strategic agreement for national
centralised procurement for commercial health insurance in a
joint exploration of the new model of “commercial insurance
+ drug + store” cross-sector integration.

AAA
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(15 July) CR Sanjiu and NOVO Nordisk (China) Pharmaceuticals
Co., Ltd. announced co-promotion of the Recombinant
Human Somatropin Injection (RHSI), Norditropin® (5572
®), by way of contract sales in Mainland China, effective
from 1 August 2020. The cooperation was aimed at further
enhancing the accessibility of Norditropin® in China for the
benefit of more Chinese patients.
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(22 August) Dong-E-E-Jiao and CR Sanjiu jointly launched the
dual-branded E-Jiao Zhu TCM decoction pieces to drive sales
of the new product through the aggregation of production
resources, marketing capability and brand advantage offered
by the two companies.
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(24 August) CR Double-Crane's four generic drugs won
bids in the third batch of national centralised procurement
announced, including Metformin HCL sustained release tablet
(0.5g), Valsartan capsule (80mg), Finasteride tablet (5mg) and
Vildagliptin tablet (50mg). This was conducive to the further
expansion of CR Double-Crane’s market share for relevant
products and the optimisation of its marketing model.
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(29 August) The “Second Forum on New Retail Trends for
Pharmaceutical Products and Sanjiu Commercial Digitalisation
Empowerment Platform Customer Ceremony” was
successfully held in Xiamen. CR Sanijiu joined CR Jiangzhong,
Dong-E-E-Jiao and CR Zizhu Pharmaceutical Co., Ltd (“CR
Zizhu") in organizing the forum, as the industrial brands
under the Group voiced their views in a joint action to
materialise digital joint empowerment for famous brands in
the pharmaceutical manufacturing segment.
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(5 September) The commencement ceremony for the China
Resources Health Village Welfare Project under the theme of
"Caring for Health of Grassroot and Building a Healthy China”
jointly promoted by China Women's Development Foundation
and the Group was held in in Beijing. The project was aimed
at promoting the allocation of premium healthcare resources
downwards to the primary markets and forging an exemplary
system for the development of primary medical care capacity
and services with full efforts to improve the level of primary
medical services and contribute to the building of a healthy
China.

NE+LB) AERETEREMSEEENBEERNER
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(15 September) The Group's industrial brands showcased
together in the “15th September” activity of CR Pharma
e-Store and jointly hosted the China Resources Pharmaceutical
Brands Day"” at CR Pharma e-Store, generating transaction
amounts of over RMB100 million, representing a year-on-year
growth of more than 20%.
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(30 September) The Group announced that CR
Pharmaceutical Holdings entered into relevant transaction
documents with Shenzhen Gaotejia Investment Group Co.,
Ltd. and Boya Bio-pharmaceutical Group Co., Ltd (“Boya Bio-
pharmaceutical”). Upon completion of the transaction, CR
Pharmaceutical Holdings is expected to hold 30.00% shares
in Boya Bio-pharmaceutical and voting rights for 10.97% of
its shares to become its controlling shareholder. By investing
in Boya Bio-pharmaceutical, the Group would make a
breakthrough and fill up its void in the blood product sector.
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(6 November) Shenzhen China Resources Gosun
Pharmaceutical Co., Ltd. CRIINIZFEBHIEERFRE L
@l), a wholly-owned subsidiary of CR Sanijiu, received the
Drug Registration Certificate for Ceftobiprole Medocaril
Sodium for Injection issued by the National Medical Products
Administration (NMPA), making the product the first fifth-
generation cephalosporin approved for registration in China.

(+—B=1H) £HBEFXERAMBERRRARE
MINZRA > HESEBEHERNEHEBRNESET
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HEREHFCAR HBERESH SE - BENBER
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(30 November) CR Pharmaceutical Commercial Group entered
into an agreement with WeDoctor Group Company Limited

(2= EEAR/AT)in Hangzhou to jointly promote a
joint venture platform for pharmaceutical supply chain and
Internet medical healthcare for the digital-driven integration
of medical care, pharmaceutics and medical insurance service
and digitalised upgrade of the pharmaceutical circulation
and supply chain, in a bid to provide patients with efficient,
economic and premium pharmaceutical and healthcare
services.

AAA
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(9 December) China Pharmaceutical R&D Center Co., Ltd., a
platform for the R&D of innovative drugs under the Group,
received the notice of approval for clinical trial of drugs issued
by NMPA for NIP046, a Class | small molecule innovative
drug developed by the platform on a proprietary basis,
giving approval to the commencement of clinical trial of the
rheumatoid arthritis indication.
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(22 December) CR Double-Crane announced the acquisition
of 38.75% equity interests in Dongying Tiandong
Pharmaceutical Co., Ltd. ((RERXEHEFRAF).
Earlier in January 2020, China Resources Pharmaceutical
Industrial Investment Fund LLP (FEBHBHEEXKEEE
BB M¥E (BEAE)) acquired 31.25% equity interest
in Dongying Tiandong Pharmaceutical Co., Ltd. by way of
capital injection. The series of acquisitions have enabled the
Group to further diversify its portfolio of cardiovascular and
cerebrovascular anticoagulant products and secure a platform
for anticoagulant technologies.
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(10 January) On 10 January 2020, the “Modernisation of
Chinese Medicine Manufacturing — Research and Application
of Key Technologies for Industrialisation of Solid Preparations”
project submitted by CR Jiangzhong Group received the
National Science and Technology Progress Award (Second
Class), underlying recognition for CR Jiangzhong's persistent
effort over the years in scientific research for innovation and
assurance of product quality, and its firm belief in “making
products with excellence”.
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(19 August) In the 2019-2020 assessment of information
disclosure by listed companies of Shanghai Stock Exchange
(SHSE) announced by SHSE, CR Double-Crane and Jiangzhong
Pharmaceutical received the honour of Grade A rating, for
their solid foundation of business results, comprehensive
information disclosure mechanism and normative corporate
operation standard. For CR Double-Crane, it was the fifth
consecutive year of receiving such rating. The honour of the
Grade A rating is testimony to the comprehensiveness of
the corporate governance compliance regime and rigor of
information disclosure, as well as the strong recognition of the
regulatory authorities for the regulated operation, information
disclosure and investors’ relations management of CR Double-
Crane and Jiangzhong Pharmaceutical.
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(26 August) On 26 August 2020, CR Sanjiu was named
among the list of “40 Most Respected Listed Companies and
Personalities” for the 40th Anniversary of Shenzhen Special
Economic Zone sponsored by Securities Times and awarded
the honorary title of “40 Most Respected Listed Companies”
for its comprehensive strengths in stable operating results,
normative corporate governance and outstanding investors'’
relations. Meanwhile, CR Sanijiu, alongside China Resources
Land Limited (“CR Land”) (listed on the Stock Exchange, stock
code 1109) and CR Trust, was selected for the list of honour
entitled “40 Best in 40 Years of the SEZ” sponsored by China
Business News. The inclusion among “40 Most Respected
Listed Companies” and “40 Best in 40 Years of the SEZ"
has underscored market recognition for the comprehensive
strengths of CR Sanjiu.
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(28 August) On 28 August 2020, the list of the “14th League
Table of PRC Listed Companies by Value” hosted by Securities
Times under the direction of the People’s Daily Financial Media
Group was unveiled. CR Sanjiu and CR Double-Crane received
the title of “Top 100 Mainboard-listed PRC Companies by
Value” again for their stable operational development and
outstanding corporate governance standards. The list was
aimed at selecting industry leaders with a sound reputation
in the capital market, brand recognition in the consumer
market, ongoing profitability in financial performance and
regulated information disclosure, in order to form a group
of listed companies with benchmarking significance in the
capital market and promote the idea of value investment
in contribution to the healthy development of a multi-level
capital market. The re-election to the list has indicated the
capital market's recognition for the general competitive
strengths and investment value of CR Sanjiu and CR Double-
Crane.
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(31 August) CR Pharmaceutical was included in the list of
“Top 100 PRC Pharmaceutical Companies 2019" announced
by the China Pharmaceutical Industry Information Centre
under the Ministry of Industry and Information Technology
(MIIT) with a 4th ranking. CR Double-Crane ranked 15th in
the Top 100 PRC Chemical Drug Enterprises 2019, while CR
Sanjiu ranked 3rd in the Top 100 PRC TCM Enterprises 2019,
followed by Dong-E-E-Jiao and CR Jiangzhong Group which
ranked 22nd and 25th, respectively. The awards indicated
approval for CR Pharmaceutical’s general strengths as well
as recognition for the various enterprise’s persistent effort in
quality assurance, innovation and transformation over the
decades.
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(13 October) At the 2020 Annual Summit of the PRC
Chemical Drug Manufacturing Industry, CR Pharmaceutical
ranked 3 among “PRC Pharmaceutical Business Groups
2020". The summit also announced the list of “Outstanding
Enterprises and Outstanding Brands in the PRC Chemical
Drug Manufacturing Industry 2020”. CR Double-Crane,
China Resources Saike Pharmaceutical Co., Ltd and CR Zizhu
ranked 13th, 57th and 79th, respectively, among the “Top
100 PRC Chemical Drug Manufacturing Industrial Enterprises
by Comprehensive Strengths 2020”.
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(21 October) CR Sanjiu was included again among the “Top
100 Most Valuable PRC Brand” named by BrandZ2020,
with a 13% improvement in brand value over last year. The
list is currently the most authoritative and comprehensive
league table of PRC brands in the industry. The inclusion in
this authoritative league table of brands signified the strong
approval and recognition of the public and the consumers for
the brand value of CR Sanjiu and its product quality.
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(29 October) On 29 October 2020, MIIT issued the Notice
on the Announcement of the List of the Fifth Batch of Green
Manufacturers, in which CR Double-Crane and CR Sanjiu
were included.
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(6 November) The “Research and Application of Key
Technology for Improving Energy Management Quality in
Chinese Medicine Manufacturing” project submitted by
CR Jiangzhong Group received a second-class award of
the Technology for Quality Award announced by China
Association for Quality, being the highest honour received by
projects submitted by pharmaceutical enterprises during the
year. The “Research and Application of Total Quality Control
for Gelatin-based Chinese Medicine Based on Key Special
Peptide Testing Technology” project submitted by Dong-E-E-
Jiao and the “Methodology and Application for End-to-end
Quiality Control in Chinese Medicine Manufacturing Based on
the Integration of Advanced Manufacturing and Information
Technologies” project submitted by Liaoning China Resources
Benxi Sanyao Co., Ltd. received outstanding awards.
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(13 November) CR Pharmaceutical received the title of “2020
PRC Corporate Social Responsibility Index —=Top 3 among
the Pharmaceutical and Biological Manufacturing Sector”
awarded by the Subject Team of the “Blue Book of Corporate
Social Responsibility 2020” published by Chinese Academy
of Social Sciences. The index report is currently the most
authoritative and influential research report on corporate
social responsibility in China, and the award indicated public
approval for CR Pharmaceutical’s current status of social
responsibility management and standard of responsible
information disclosure. In 2020, the social responsibility report
of CR Pharmaceutical received a five-star rating.
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(17 November) CR Pharmaceutical

won the “Listed Enterprise of the Year Award” for the third
consecutive year at the fifth “Listed Enterprises of the Year
2020" hosted by Bloomberg Businessweek (Chinese Version).
This award highlighted capital market’s recognition for CR
Pharmaceutical’s outstanding performance and potential for
future development.
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(26 November) The 2020 Intelligent Manufacturing
Conference released the list of benchmark enterprises in
intelligent manufacturing, and CR Sanjiu was selected as the
only pharmaceutical company.
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(30 November) CR Pharmaceutical received the “Top 100
PRC Enterprises 2020 Award” at the 20th Summit Forum of
Top 100 PRC Listed Companies and 20th Anniversary Prize-
awarding Ceremony for Top 100 PRC Companies 2020.
The “Top 100 PRC Enterprises 2020 Award” was awarded
to companies listed on the Top 100 PRC Listed Companies
League Table 2020 (including sub-tables). The award of this
honour to CR Pharmaceutical was solid testimony to market’s
approval and recognition for the Group’s outstanding
performance.
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(4 December) CR Sanjiu participated in the “Construction
and Application of Chinese Nucleic Acid Testing Technology
Regime” project and won the first-class prize of the Chinese
Association of Integrative Medicine Science and Technology
Award.
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(14 December) At the Prize-awarding Ceremony for Best
Employers in China 2020 and International HR Management
Forum of China, CR Sanjiu was named among the “Top
100 Best Employers in China 2020” out of 58,658 global
enterprises registered.
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(31 December) CR Pharmaceutical was awarded “Award of
Excellence for the Pharmaceutical Industry” in the “Top 100
Hong Kong Stocks”, an activity aimed at commending listed
enterprises with sound development and investment value
among companies listed on the Main Board of Hong Kong.
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A summary of the Group's audited results, assets and liabilities and the key
financial ratios for the last five financial years is set out as follows:

2020 2019 2018 2017 2016
&5
(restated)
FE (HHHT) For the year (in HKS million)
it Revenue
T# Manufacturing 29,290 30,693 31,940 26,362 22,375
Dariz] Distribution 164,441 167,094 152,151 141,826 130,313
TE Retail 6,467 6,463 5,455 4,244 3914
Hth Others 225 204 143 100 103
ne Total 200,423 204,454 189,689 172,532 156,705
el Gross profit 32,294 34,018 34,930 28,276 24,109
DEREE Segment earnings
I Manufacturing 8,104 6,765 8,690 7,666 7,446
axi:] Distribution 7,931 7736 7,715 6,564 5,529
TE Retail (14) 73 106 116 118
Hth Others 149 143 78 60 68
ne Total 16,170 14,717 16,589 14,407 13,161
ERFE Profit for the year 5,324 5,098 7,572 6,367 5,968
NEEB NEWERE  Profit attributable to owners of the Company 3,297 3,286 3,978 3,483 2,821
128318 (BE#7T) As at 31 December (in HK$ million)
ERBEE Non-current assets 62,263 57,082 48,918 47,556 40,183
TEEE Current assets 147,109 132,943 127,266 113,199 93,802
BEE Total assets 209,372 190,025 176,184 160,755 133,985
ErEas Non-current liabilities 6,723 13,772 12,357 5,833 8,699
nHaE Current liabilities 122,620 106,672 103,358 91,734 70,985
BEHy Total debt 53,332 52,134 53,951 36,875 25,711
=L Total liabilities 129,343 120,444 115,715 97,617 79,684
B Total equity 80,029 69,582 60,469 63,137 54,301
nES Ratios
BT RS Gross margin 16.1% 16.6% 18.4% 16.4% 15.4%
R bEES Net profit margin 1.6% 1.6% 2.1% 2.0% 1.8%
FEE /R Net debt to total equity @ 52.6% 56.9% 61.7% 36.0% 21.6%
MENLLE Current ratio 12 12 12 12 13
HfaE Notes:
(1) AREFEBISIRITIE  F B & 25  JE(T 1B 55 (1) Total debt refers to the sum of bank borrowings, short-term debentures, bonds
518 BT B i 7 BB M fE 1T A TBHIAR A o payable, and other payables bearing interests due to related parties.
2) SREEZ A ER R I B 2) Net debt equals to total debt less cash and cash equivalents.
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INDUSTRY OVERVIEW

In 2020, despite the austere and challenging situations at home and abroad
coupled with the severe impact of the COVID-19 pandemic, China became the
only major economy in the world that reported positive economic growth with
a 2.3% year-on-year increase in annual gross domestic product (GDP), as its
economy showed signs of recouping growth and stable recovery in a further
manifestation of the nation’s resilience and vigour in development.

According to data released by the National Bureau of Statistics, the revenue
of the pharmaceutical manufacturing industry grew by 4.5% on an annual
basis in 2020. Such positive growth was driven primarily by the sub-sectors of
biopharmaceutical drugs, active pharmaceutical ingredients (APIs) and medical
device.

Since the establishment of National Healthcare Security Administration in
2018, the payers have gradually become the most crucial policymaker in
respect of the medical market in China, and China’s medical system reforms
have been brought forward to an advanced stage. Centralised procurement of
pharmaceuticals has become an increasingly normalised practice conducted in
a larger scale than before, as the State organised three batches of centralised
procurements from 2018 to 2020 covering 112 pharmaceuticals with prices
being reduced by an average of 54%. In addition, the market was concerned
with the substantial decline in the centralised procurement prices for high-
value consumables, the rapid progress of the pilot reform for medical insurance
payment methods and the national pharmaceutical negotiations, which
presented challenges to the growth rate of medical industry chain and the
profitability of pharmaceutical industry as a whole, while compelling enterprises
to adopt proactive adjustments to their business strategies to step up with
innovation and transformation.

In terms of the development trend of the industry, enterprises were strategically
focused on enhancing their competitiveness in generic drug market and
expediting the research and development (R&D) of innovative drugs. The
rapid development of biotechnology was driving the capacity expansion of
the biopharmaceutical drugs sector, while the medical device sector grew at
a compound rate of over 20% for the past five years, as these two sectors
became the golden racetracks where leading enterprises sought to layout.
The publication of the “Opinions of the CPC Central Committee and State
Council on Promoting the Inheritance, Innovation, and Development of
Traditional Chinese Medicine” provided a turning point for the development
of traditional Chinese medicines, while healthcare consumer goods, including
over-the-counter (OTC) drugs, were holding out broad prospects in the
wake of upgraded retail consumption. Moreover, the online development
of the "medical + drug + insurance” chain provided consumers with further
diversified choices in medical treatment, drug purchase, and payment
scenarios, while setting out new requirements for enterprises’ capabilities in
digital operation and business model innovation.
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China’s ultra-large market affords a distinctive advantage. The pharmaceutical
market enjoys a strong endogenous driving force, and the weak cycle
characteristic of pharmaceutical industry and status as a sunrise industry has
been further ascertained. Driven by demand, policy, technology, capital, and
other factors, the pharmaceutical and health industry will embrace broad
prospects for development in the post-pandemic era with a significantly
stronger appeal. The reshaping of the industry chain and market landscape
will occur at an accelerated pace, while enterprises will experience a rapid
evolution in business model. Meanwhile, a clearer trend of industry division will
emerge: the exit of small and medium pharmaceutical enterprises lacking core
competitiveness will happen at a faster pace, resulting in increasing industry
concentration. On the other hand, the competitive advantage of premium large
enterprises with capabilities in business integration and innovation will become
more prominent.

GROUP RESULTS

In 2020, the Group made vigorous efforts to promote innovation in R&D,
expedite development in emerging new sectors, advance external acquisition
and third-party cooperation in a steady manner, continuously optimise
business and product mixes, enhance coordination, integration and synergy
of resources and improve operational quality and efficiency, in proactive
response to policy changes and market challenges. During the Reporting
Period, the Group's total revenue was HK$200,423.0 million, representing a
2.0% decrease from HK$204,453.9 million recorded for 2019 (representing
a year-on-year decrease of 1.2% in terms of RMB), reflecting primarily the
impact of the pandemic. In 2020, the revenue of the three major business
segments, namely pharmaceutical manufacturing, pharmaceutical distribution
and pharmaceutical retail businesses, accounted for 14.6%, 82.0% and 3.2%
of the total revenue, respectively, as compared to 15.0%, 81.7% and 3.2%,
respectively, for 2019.

During the Reporting Period, the Group recorded a gross profit of HK$32,293.9
million, representing a 5.1% decrease from the HK$34,017.7 million in 2019
(representing a year-on-year decrease of 4.2% in terms of RMB). The overall
gross profit margin was 16.1%, representing a decrease of 0.5 percentage
points over 16.6% in 2019. This reflected mainly the decline in the average
gross profit margin for the pharmaceutical manufacturing business coupled
with the decrease, as a percentage of overall revenue, in revenue from the
pharmaceutical manufacturing business with higher margin.

For 2020, the Group recorded profit attributable to owners of the Company of
HK$3,297.1 million, representing a 0.3% increase compared to HK$3,286.4
million in 2019 (representing a year-on-year increase of 3.8% in terms of
RMB). Excluding the effect of one-off items including gains from the disposal
of subsidiaries and goodwill impairment, profit attributable to owners of the
Group would have increased by 16.0% (representing a year-on-year increase
of 18.9% in terms of RMB). Basic earnings per share was HK$0.52 for 2020
(HK$0.52 for 2019). The Board recommended the payment of a final dividend
of HK$0.12 per share for the year ended 31 December 2020.
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Pharmaceutical Manufacturing Business

The Group's pharmaceutical manufacturing business continued to
advance the development of biopharmaceutical drugs and filled
up voids, while accelerating the introduction and launch of new
products. Ongoing efforts were made to optimise product mix and
quality, advance industrial transformation and upgrade, foster cost
advantages and actively engage in international cooperation. In the
meantime, we promoted our transformation towards digital marketing,
strengthened our ability of promoting our products in the professional
and academic sectors. Through the integration of resources, co-branding
empowerment was achieved in a bid to consolidate and increase its
market share on a continuous basis.

For the Reporting Period, the Group’s pharmaceutical manufacturing
business generated segment revenue of HK$32,206.8 million,
representing a year-on-year decrease of 4.7% compared with 2019
and a decrease of 3.5% on a year-on-year basis in terms of RMB. This
reflected mainly the decline in revenue from the Group's prescription
drug business as a result of the combined effect of the pandemic and
centralised procurement.
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The Group owns the most comprehensive portfolio of pharmaceutical
products with the widest coverage of therapeutic areas, including
chemical drugs (prescription and OTC drugs), biopharmaceutical
drugs, Traditional Chinese Medicines (TCM) (prescription and OTC
drugs) and nutritional and healthcare products. These fully cover all
major therapeutic and disease areas that hold out sound potential for
business growth, such as cardiovascular and cerebrovascular diseases,
alimentary tract, metabolism and endocrine diseases, respiratory
diseases, orthopedics, hematology, oncology, medical nutrition,
gastroenterology, pediatrics, genitourinary system, cough and cold, anti-
infection, dermatology, and therapeutic infusion solutions, etc. In 2020,
the Group manufactured over 560 products, of which approximately
300 were included the National Reimbursement Drug List and 131
were included in the National Essential Drug List. All of the Group’s
pharmaceutical manufacturing subsidiaries have formed professional
sales and marketing teams, which have established close and long-term
business partnership with more than 100,000 medical institutions.

During the Reporting Period, the gross profit margin of the Group's
pharmaceutical manufacturing business was 60.5%, representing a year-
on-year decrease of 2.7 percentage points as compared to the same
period last year, mainly due to the reduced share of the revenue from
prescription drug products which have higher gross profit margin.
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In terms of product categories, the revenue from sales of prescription
drugs was HK$15,709.9 million during the Reporting Period,
representing a year-on-year decrease of 13.8% as compared to the
same period last year (year-on-year decrease of 12.9% in terms of
RMB), mainly due to the decline in revenue from medical end-sales as
a result of the pandemic, including notable decline in revenue from
the anti-infective, infusion and cardiovascular businesses. The Group's
consumer healthcare (CHC) business (mainly comprising OTC medicines
and healthcare products) recorded revenue of HK$14,646.3 million,
an increase of 10.6% compared to the same period last year (year-on-
year increase of 11.7% in terms of RMB), mainly due to the significant
year-on-year increase in revenue from the Dong-E-E-Jiao product line;
the biopharmaceutical business reported revenue of HK$158.5 million.
During the Reporting Period, the Group reported year-on-year growth
in varying degrees in revenue from the Group's prescription drugs for
psychiatric/neurological disorders, renal diseases, glucose reduction and
TCM formula granules, as well as OTC products for such as pediatric,
gastrointestinal, cardiovascular and dermatology. For 2020, the
percentage of pharmaceutical sales revenue contributed by chemical
drugs, TCM, biopharmaceutical drugs, and other products were 45.9%,
45.0%, 0.5%, and 8.6%, respectively.

The Group has rich experience in its mergers and acquisitions and strong
integration capabilities with a good track record. During the Reporting
Period, the Group actively advanced the implementation of high-quality
mergers and acquisitions in flexible ways, including vigorous drive of
investments in and acquisitions of innovative businesses, expanded
its business footprint and enriched product portfolio, while applying
advanced management concepts and business models to facilitate the
integration of resources in respect of acquired companies.
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In September 2020, CR Pharmaceutical Holdings entered into the
transaction documents with Shenzhen Gaotejia Investment Group Co.,
Lid. CRUIT R EREERARRAE) ("Gaotejia”) and Boya Bio-
pharmaceutical, pursuant to which Gaotejia shall transfer its partial stake
in Boya Bio-pharmaceutical to CR Pharmaceutical Holdings and entrust
the voting rights attached to its remaining shares to CR Pharmaceutical
Holdings. In addition, CR Pharmaceutical Holdings proposed to
subscribe for 20% equity interests in the total share capital of Boya Bio-
pharmaceutical prior to the issuance. Following the completion of the
transaction, CR Pharmaceutical Holdings is expected to hold 30.00% of
equity shares in Boya Bio-pharmaceutical and voting rights corresponding
to 10.97% of its shares, thereby becoming the controlling shareholder
of Boya Bio-pharmaceutical. The Group places a strong emphasis on
the development of the biopharmaceutical drug business and seeks to
expand its presence in the innovative biopharmaceutical drug sector.
In recent years, we have been stepping up with our investment and
extensive deployment in original biologics, improved innovative drug
and biosimilars. With sound growth potential and profitability and broad
prospects for development, the blood product industry represents one
of the Group's key focuses on business development in recent years.
By investing in Boya Bio-pharmaceutical, the Group would make a
breakthrough and fill up its void in the blood product sector, thereby
further accelerating its development in the pharmaceutical drug
segment. As at the date of this annual report, the closing of the aforesaid
proposed transaction has not yet completed.

In January 2020, CR Sanjiu completed the acquisition of the 100%
equity interest in Aonuo (China) Pharmaceutical Co., Ltd. (B& ()
Rz E [R/AF) (the “Aonuo Pharmaceutical’) at a consideration of
RMB1.42 billion. The core products of Aonuo Pharmaceutical are calcium
and zinc gluconates oral solution, vitamin C chewable tablets, and
ginseng granules. The calcium and zinc gluconates oral solution under
the brands Aonuo and Jinxinjingaite is a major calcium supplement for
children in China with a sizeable market and sound growth potential.
The acquisition facilitated organic combination with the advantages of
CR Sanjiu in consumer insights, brand operation, and end-sales coverage
and could give rise to sound synergy. It would also facilitate the rapid
building of a leading brand and major product lines for child health,
thereby contributing to further improvements in the Group's deployment
in the CHC category.
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In January 2020, China Resources Pharmaceutical Industrial Investment
Fund LLP CEHBZEXKREEST OB X (BIREGR)) (the "CR
Pharmaceutical Industrial Investment Fund”) made a capital
injection of RMB250 million to Dongying Tiandong Pharmaceutical Co.,
Ltd. GREREBREEAFR/AF) for the acquisition of 31.25% equity
interests. Products of Dongying Tiandong Pharmaceutical Co., Ltd.
include heparin sodium, Enoch heparin sodium, natch heparin sodium,
and other APIs and Enoch heparin sodium injection in the cardiovascular
and cerebrovascular anticoagulant category. In December 2020, CR
Double-Crane announced the acquisition of 38.75% equity interests
in Dongying Tiandong Pharmaceutical Co., Ltd. for an acquisition
consideration of RMB341 million. The series of acquisitions have
enabled the Group to further diversify its portfolio of cardiovascular
and cerebrovascular anticoagulant products and secure a platform
for anticoagulant technologies to facilitate business expansion into
premium, high-end generic drugs such as biochemical pharmaceuticals.

In February 2021, CR Double-Crane announced the acquisition of
33.33% equity interests in Zhejiang Peptites Biotech Co., Ltd. GIT7 L
BKEMEBRAE) (“Zhejiang Peptites”) by way of capital injection
with a capital contribution of approximately RMB260 million funded by
internal resources. Peptide, the principal product of Zhejiang Peptites, is
known for its high bioactivity, good therapeutic effect and low toxicity.
The acquisition is conducive to CR Double-Crane establishing its presence
in the biopharmaceutical sector to accelerate its transformation and
upgrade.

Furthermore, during the Reporting Period, CR Sanjiu, CR Pharmaceutical
Industrial Investment Fund and China Resources Innovation Fund
jointly made a capital injection to a respiratory medicine R&D and
manufacturing company, Runsheng Pharmaceutical Co., Ltd., (B4
EEEBR/AF) to obtain the exclusive rights to market its asthma
medicine in China after its launch. Following the capital increase, the
parties held 18.09% equity interests in the company. Through the
investment, CR Sanjiu obtained the sales rights in China for Runsheng’s
product salmeterol fluticasone inhalation powder inhaler, effectively
filling the void of CR Sanjiu in inhalation dosage products.

During the Reporting Period, the Group launched a number of new
products by actively mobilising the resources afforded by its range of
famous brands, in a bid to drive long-term sustainable growth of the
manufacturing segment.
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China Resources Double-Crane Liming Pharmaceutical (Jinan) Co., Ltd.

(FEHEBETREZE (K BRAHR), a subsidiary of CR Double-
Crane, launched a new product in the field of pediatrics — “Fetoca®” in
April 2020, which is currently the only domestic product that has passed
the drug consistency evaluation of caffeine citrate injection, and is used
for the treatment of premature newborn primary apnea. The launch of
this drug will provide more options for clinical applications for the benefit
of a broader population of child patients, and it is set to play a positive
role in driving the vibrant development of neonatal medical care business
in China.

In the field of daily gastrointestinal medication, CR Jiangzhong Group
launched a new product “Jiangzhong Lihuo Probiotics” in May 2020.
This product has the effects of improving the stability of intestinal
flora, preventing and treating constipation and diarrhea, regulating
the balance of intestinal flora and stabilising the intestinal tract, and
is effective for procuring intestinal health. The launch of the product
will enable the Group to further strengthen the development of multi-
category products in the field of daily gastrointestinal medication.

Dong-E-E-Jiao is committed to enhancing its R&D and innovation with
stronger efforts in the commercialisation of technological achievements,
clinical research of products, modernisation of dosage forms and
innovation of product techniques, in a bid to optimise and diversify its
product regime. In April 2020, E-Jiao launched a new technology product
“Little Gold Bar E-Jiao Powder” manufactured with its proprietary
innovative technology, which turned raw material into E-Jiao liquid and
then “into powder in one step”. The product offers superior water
solubility which makes it easier for absorption. On top of its distinctive
healthcare function of boosting immunity, it also ushers in a new era
for the consumption of traditional E-Jiao as a convenient, fashionable,
ready-to-drink and instant nourishment. During the Reporting Period,
Dong-E-E Jiao launched bird’s nest products. Apart from new product
development, Dong-E-E-Jiao was engaged in rapid transition to
digital marketing on the back of its advantageous offline resources in
vigorous implementation of strategic transformation, seeking mutual
empowerment between online and offline operations to materialise
Internet-based operation of the business on the marketing front.

In August 2020, Dong-E-E-Jiao joined forces with CR Sanjiu to launch the
dual-branded “E-Jiao Zhu" decoction pieces. Dong-E-E-Jiao, a veteran
name and leader in the E-Jiao business, and CR Sanjiu, a company
focused on TCM prescriptions as one of its core businesses, were able
to identify a point of convergence in TCM decoction pieces. Sales of
the new product has benefited from the aggregation of production
resources, marketing capability and brand advantage offered by the two
companies.
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In November 2020, developed by Shenzhen China Resources Gosun
Pharmaceutical Co., Ltd. CRIIZEB A EZEBRAE) ("CR
Gosun”), a wholly-owned subsidiary of CR Sanjiu, received the Drug
Registration Certificate for Ceftobiprole Medocaril Sodium for Injection
issued by the National Medical Products Administration (NMPA), making
the product the first fifth-generation cephalosporin approved for
registration in China. The product is used for the treatment of hospital-
acquired pneumonia (HAP) and community-acquired pneumonia
(CAP). The approval for production has enabled the Group to further
improve its product mix in the anti-infection category and enhanced its
competitiveness in the market of products for anti-infection therapy.
Earlier in September 2017, CR Gosun entered into an exclusive
technology licensing cooperation agreement in relation to ceftobiprole
for injection with Swiss listed company Basilea Pharmaceutica
International, pursuant to which CR Gosun was granted the exclusive
right to develop, manufacture and commercialise ceftobiprole in
Mainland China, Hong Kong and Macau.

In November 2020, CR Double-Crane received the Drug Registration
Certificate for its Pregabalin Capsule issued by NMPA, granting approval
for the production of the said drug, which is mainly used in the treatment
of post-herpetic neuralgia. In accordance with pertinent national policies
and regulations, receiving such approval is deemed as the fulfiiment of
consistency evaluation, and CR Double-Crane was the second company
to achieve deemed fulfilment of this drug consistency evaluation. The
approval for production will further diversify the product lines of CR
Double-Crane and enhance its market competitiveness in the future.

The Group consistently seeks international opportunities for strategic
partnership, product import and joint venture, with a view to diversifying
and optimising its product portfolio in a speedy manner. During the
Reporting Period, the Group has signed 35 international cooperation
projects in 13 countries covering cooperation in areas such as chemical
drugs, biopharmaceuticals, TCM/Chinese prescription products, OTC
and Big Health by way of product in-licensing, equity or cooperative joint
venture, and collaboration in technical research.
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Since August 2020, CR Sanjiu and NOVO Nordisk (China)
Pharmaceuticals Co., Ltd. (572 () HEHEAE) ("NOVO
Nordisk”) have started to co-promote the Recombinant Human
Somatropin Injection (RHSI), Norditropin® (5872®), by way of contract
sales in Mainland China. In this cooperation, CR Sanjiu has been
responsible for promotion among academic institutions in China
whereas NOVO Nordisk has been responsible for manufacturing, medical
strategies and interaction with the medical community, as well as
providing full support to patients via the patients” hotline. Given NOVO
Nordisk’s decades of innovative ability and experience in the RHSI field
and CR Sanijiu’s strong ability to promote products in the academic sector
and extensive business network, the two parties would consolidate
their quality resources to strengthen and develop the sales network of
Norditropin® through joint efforts and further increase the availability
of the product to provide premium treatment solutions to medical
professionals.

In December 2020, CR Sanjiu and Oncoceutics, Inc. (the “Oncoceutics”)
entered into a licensing cooperation, pursuant to which CR Sanjiu
obtained the exclusive rights for the development, production and
commercialisation of ONC201, an innovative pharmaceutical product
for glioma treatment, in the Greater China region (Mainland China,
Hong Kong, Macau and Taiwan). ONC201 is a novel small molecule
with a unique mechanism of action. As the core product developed by
Oncoceutics and currently undergoing the crucial clinical stage, its anti-
cancer activity and safety has been proven in a number of clinical trials,
including clinical trials on adult and child patients suffering from high-
grade gliomas. The introduction of ONC201 will hopefully facilitate a
breakthrough in the therapy of pediatric and adult gliomas. At the same
time, it will also enable CR Sanjiu to expand its product layout and bolster
its development in innovation and transformation.

During the Reporting Period, the Group actively advanced the
consolidation of its internal resources and facilitated OTC co-branding
empowerment in the pharmaceutical manufacturing segment in terms
of product development and marketing, while generating synergy
in business deployment with the aid of CR Pharmaceutical Industrial
Investment Fund.
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In September 2020, China Resources Biopharmaceutical Co., Ltd. (&
SR EFR/AT) (the “CR Biopharm”) increased its shareholding
in China Resources Angde Biotech Pharma Co., Ltd. (ZEB S8 4EY) L%
¥ AR/AE) (the “CR Angde Biotech Pharma”) from 51% to 80%
by way of equity acquisition and capital injection. Through the increase,
the two companies will generate synergies in capital, human resources,
R&D and other aspects, while the Group will further enhance its R&D
capability in the biopharmaceutical segment. In December 2020, CR
Sanjiu announced its acquisition of 100% shares in CR Care (Shenzhen)
Pharmaceutical Chain Company Limited (FEB=E (FRi) BEsEHAa
FR/A 7)) (the “CR Care Shenzhen”) held by CR Care Company Limited
(the “CR Care") at a consideration of RMB190 million. CR Sanjiu will
seek to combine CR Care Shenzhen’s groundwork in TCM nutrition
and healthcare products, credentials in online and offline operations
and experience in retail operations with its own TCM business resources
and brand building ability to generate synergy in active transformation
and development of CR Care Shenzhen'’s online TCM nutrition brand
business. At the same time, through gradual integration with CR Sanjiu’s
TCM formula granules business and exploration of TCM services with the
benefit of CR Care Shenzhen'’s relevant credentials, CR Care Shenzhen
will be built into a platform for the development of TCM formula
granules business.

Leveraging the value of the synergy committee, the Group advanced
the implementation of projects such as industrial OTC co-branding
empowerment and CR Pharma e-Store. In connection with the launch
of the dual-branded E-Jiao Zhu TCM decoction pieces of CR Sanjiu and
Dong-E-E-Jiao, the advanced production resources of Dong-E-E-Jiao
and the formidable sales network of CR Sanjiu have generated a brand
combination effect and driven sales of the product. CR Sanijiu also joined
Jiangzhong Group, Dong-E-E-Jiao and CR Zizhu in organising a forum
on new retail trends, as the industrial brands under the Group voiced
their views in a joint action to materialise digital joint empowerment
for famous brands in the pharmaceutical manufacturing segment.
Moreover, the Group's industrial brands jointly hosted the “China
Resources Pharmaceutical Brands Day” at CR Pharma e-Store and
showcased together in the " 15" September” activity of CR Pharma
e-Store, generating transaction amounts of over RMB100 million,
representing a year-on-year growth of more than 20%, while the
number of online customers grew by more than 30%.
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As one of the Group's diverse channels of investment, CR Pharmaceutical
Industrial Investment Fund develops, on an ongoing basis, investment
portfolios aimed at biopharmaceuticals, innovative drugs and TCM
at various stages and pharmaceutical distribution in tandem with
the direction of the Group's strategic development. Currently, it has
established presence in a number of areas, such as in vitro diagnosis and
oncology drugs, and has generated business synergy with the Group
in terms of R&D, pharmaceutical manufacturing and distribution. The
Group pursued new business incubation through CR Pharmaceutical
Industrial Investment Fund to help improve its business deployment and
to cement and strengthen its leading position in the industry. In 2020,
CR Pharmaceutical Industrial Investment Fund was engaged in active
coordination with CR Sanjiu and CR Double-Crane in external expansion
and acquisition through joint investment.

Pharmaceutical Distribution Business

In the pharmaceutical distribution business, the Group actively
participated in the centralized procurement and stepped up with the
acquisition of premium product types to improve its market access ability,
while making ongoing efforts in product mix optimisation to enhance
its ability to cover the small-town and rural markets. Meanwhile, we
continued to drive the development of innovative businesses and digital
transformation, as we improved our capabilities in professional services
with the aid of Internet technologies while being engaged in vigorous
development of the e-commerce business. We also accelerated the
robust development of our medical device distribution business and
made progress in the development of international businesses.

During the Reporting Period, the Group’s pharmaceutical distribution
business achieved segment revenue of HK$168,832.1 million,
representing a decrease of 1.1% compared with 2019, or a decrease
of 0.5% on a RMB basis. For 2020, the gross profit margin of the
distribution business was 7.1%, representing an increase of 0.2
percentage points as compared to the same period of last year, which
was mainly attributable to the faster growth of revenue from the high-
margin medical device business during the Reporting Period.
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During the pandemic, due to its efficient response mechanism and
professional service team, CR Pharmaceutical Commercial, a wholly
owned subsidiary of the Company, was named among government-
designated companies for the provisioning and distribution of anti-
pandemic drugs and supplies in a number of provinces and cities,
undertaking the immensely challenging task of ensuring supply of
pharmaceutical products in fulfilment of the commitment and social
responsibility of a state-owned enterprise. It also undertook the
task of urgent procurement of supplies requested by anti-pandemic
command centres of governments at various levels in fulfilment of
the commitment and social responsibility of a state-owned enterprise.
During the Reporting Period, enterprises under the Group's industrial
and commercial segment in aggregate supplied more than RMB12
billion-worth of anti-pandemic drugs and medical devices to pandemic-
stricken areas in various provinces and cities across the nation. Following
the global outbreak of the COVID-19 pandemic, it became evident
that anti-pandemic supplies were in shortage of provision in some
foreign countries and regions. CR Pharmaceutical Commercial set up a
command centre for the international business for the export of anti-
pandemic supplies, expanding international business channels in an
efficient and extensive manner to facilitate the export of anti-pandemic
supplies. The Group connected with countries such as Italy, South Korea,
Belgium, Ireland and the United Kingdom, etc. and exported relevant
anti-pandemic supplies with a value of over RMB2.4 billion during the
Reporting Period.
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The Group upgraded to a platform-based development strategy as a
breakthrough of traditional models with the application of Internet
technologies, driving continuous inherent innovation of the market
service model of “Internet + medical/pharmaceutical/medical insurance”
as the “Internet hospital + prescription circulation platform” project
has been implemented in a number of provinces, while the “CR Micro
Medicine” Internet platform for specialist medical treatment has been
in service online. During the Reporting Period, CR Pharmaceutical
Commercial signed a strategic cooperation agreement with Shandong
Province Internet Medical Insurance Health Group (LLIZE & B B 4858
RAHEREEEE) in Shandong Province and WeDoctor Group Company
Limited (4285 @ %5 fR/A B)) (WeDoctor), pursuant to which the
three parties further promoted strategic cooperation in pharmaceutical
supply chain, Internet medical healthcare, pharmaceutical e-commerce
and financial operation on the basis of their existing cooperation in
the Internet pharmaceutical supply chain. We set up “Internet Medical
Pharmaceutical Joint Institute” with WeDoctor, the only Internet medical
enterprise in China supported by medical insurance payment, in a pre-
emptive move to establish its presence in the new channel, with a view
to the digital-driven integration of medical care, pharmaceutics and
medical insurance service and digitalised upgrade of the pharmaceutical
circulation and supply chain. Meanwhile, the Group actively developed
its e-commerce business, as its B2B online platform “CR Pharma e-store”
is now operating in 24 provinces, with an online transaction amount of
close to RMB25 billion for the Reporting Period, representing year-on-
year growth of 12%.

During 2020, the Group continued to enhance the introduction of
quality products, as it established a supply-chain management centre
to conduct centralised strategic procurement while undertaking more
than ten suppliers’ projects relating to strategic sub-segments, actively
participated in drug distribution under centralised procurement and
entered into cooperation with a number of pharmaceutical enterprises
whose products had passed the consistency evaluation. At the same
time, the Group actively expanded upstream resources with a strong
effort to develop new strategic cooperation businesses, continued to
expedite the introduction of high-quality oncology drugs, innovative
drugs, biopharmaceuticals and drugs for rare diseases, and obtained
the general distributorship and strategic distributorship for a range
of heavyweight products from Gilead Sciences, Roche and Hengrui
Pharmaceutical during the year, in further diversification of the product
portfolio for oncology drugs, blood and diagnostic reagents under the
Group's distribution business.
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The Group advanced the specialisation of its medical device distribution
business with vigorous efforts, as it set up the specialised medical device
headquarters and established independent medical device companies
in 16 provinces, focusing on the development of specialised product
lines and service models with a special emphasis on interventional
supplies, IVD in vitro diagnostics, orthopedics, equipment and general
supplies. During the Reporting Period, the Group’s medical device
distribution business reported sales revenue of approximately RMB20
billion, representing an increase of more than 40% as compared to
the same period of last year. The Group actively extended its medical
device business to the production side and sought cooperation with
medical device manufacturers for equity or cooperative joint ventures.
Meanwhile, the Group continued to actively develop specialised supply,
processing and distribution (SPD) services for hospital drug and medical
device supply chain management projects.

In the meantime, in response to the trend of market restructuring, the
Group's distribution business stepped up with efforts to expand medical
terminals, strengthen construction of platforms at local and municipal
levels and extend our network downwards to penetrate the small-town
and rural markets. We sought to increase our share of the end markets
by driving the development of multiple business formats in advantageous
areas, while enhancing promotion and digital marketing to explore the
primary market in depth in active response to the demand for upstream
enterprises to reach out downwards to the primary market. As at the
end of the Reporting Period, the Group's pharmaceutical distribution
network covered 28 provinces, municipalities and autonomous regions
across the country with over 110,000 clients, including 8,003 second-
and third-class hospitals and around 70,000 primary medical institutional
clients (of which approximately 22,000 clients were added during the
Reporting Period).

The Group is consistently strengthening the construction of an
integrated, specialised, large-scale and standardised modern logistics
system to foster core competitive advantages. As at the end of the
Reporting Period, the Group’s distribution business had 176 logistics
centers, with main warehouses in Beijing and Shanghai; the Guangzhou
logistics warehouse of the distribution segment is the first bonded
warehouse in Guangdong Province approved by Guangzhou Customs.
It is equipped with a best-in-class cold chain logistics management
system and owns third-party logistics qualification for pharmaceuticals
and medical devices. During the Reporting Period, CR Pharmaceutical
Commercial’s third-party logistics revenue increased by close to 40%,
year-on-year.
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During the Reporting Period, the Group was engaged in vigorous
development of the innovative import business, as it successfully
developed self-circulatory end-to-end supply chain services covering
import, storage, logistics, distribution, pharmacy management and
distribution to endpoints, while enhancing the construction of a number
of import checkpoints in Shanghai, Beijing and Jiangsu, forming a joint
operation in terms of submission for inspection, bonded areas and tender
bids. During the Reporting Period, we introduced import franchise of 14
new products and annual import business income scale surpass RMB10.0
billion. As an import platform for the Greater Bay Area under the CR
Pharmaceutical Commercial, CR Guangdong Pharmaceutical Co., Ltd.

(FEMEREEESR/AT) (the "CR Guangdong Pharmaceutical )
has continued to leverage its advantage as a pharmaceutical import
platform for the Great Bay Area to extend its international supply chain
services, exploring innovative supply chain service models with a host
of world-renowned pharmaceutical enterprises and medical diagnostic
device companies.

Pharmaceutical Retail Business

In the pharmaceutical retail business, the Group stepped up with the
integration of resources and enhanced the construction of an integrated
retail operation regime, while actively introducing innovative drugs and
other premium products and expediting the development of pharmacy
models, such as specialty pharmacies and community pharmacies. We
sought to foster competitive strengths in terms of standardisation,
differentiation and specialisation, while vigorously advancing the building
of regimes and business development in relation to the Group’s new
retail business.

During the Reporting Period, the Group’s retail pharmaceutical business
recorded revenue of HK$6,466.9 million, representing a year-on-year
increase of 0.1% over 2019 (a year-on-year increase of 3.4% in terms of
RMB), attributable mainly to faster growth in revenue from the Group's
DTP business, which amounted to approximately RMB3.8 billion for
2020, representing year-on-year growth of approximately 9.4%. The
gross profit margin of the retail business was 10.3%, representing a
decrease of 2.2 percentage points as compared with the same period of
last year. The decrease in gross profit margin was attributable mainly to
the added share of revenue from DTP business with a lower gross profit
margin, as a percentage of overall revenue.
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Driven by policies such as “prescription outflow”, retail pharmacies were
undergoing a process towards standardisation and professionalisation,
while designated medical insurance resources were tilted towards
premium pharmacies, contributing to a further accelerated process of
concentration of the retail market. The Group continued to enhance
operational planning and standardisation management for retail
pharmacies by improving the coverage of the retail ERP system and
vigorously expanding the network of specialty pharmacies for the high-
value drug DTP business. As of 31 December 2020, the Group had a
total of 862 self-operated retail pharmacies, including 194 DTP specialty
pharmacies covering 93 cities in 21 provinces in the PRC.

During the pandemic, Internet-based medical services experienced rapid
development, while the “Internet+" development of the pharmaceutical
industry was gaining pace. The Group established a new retail division
during the Reporting Period to integrate internal resources and step
up with external cooperation for the promotion of innovative business
models. The new retail division is responsible for the planning and
implementation of B2B, B2C, 020 and other Internet-based out-of-
hospital big retail business systems. During the Reporting Period, the
transaction amount of the online C-end increased by 35 times, year-
on-year. During the Reporting Period, CR Pharmaceutical Commercial
enhanced third-party cooperation to seek complementary benefits
in capabilities and resources, as it entered into strategic cooperation
agreements with Guangdong KAD Digital Health Technology Co., Ltd.

(BEREELHMFERERINERAR) and Chengdu Quanyuantang
Pharmacy Chain Joint Stock Co., Ltd. (B&BRIRE K% =& HRH
BIRAE]), respectively, to drive the implementation of the new retail
strategy of “Internet + pharmaceuticals”, comprising businesses such as
020 operation agency services and community pharmacy supply chain
services, on the back of their respective advantages in pharmaceutical
supply chain and Internet operations.
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Product Research and Development

The Group regards R&D and product innovation as important drivers
for long-term growth and consistently increases its investment in R&D
activities. Total R&D expenditure for the Reporting Period amounted to
HK$1,497.9 million. Guided by national policies, development trends
of industry technology and market demands, the Group enhanced its
core competitiveness through a combination of generic and innovative
products with a special focus on the R&D of medicines for the
cardiovascular system, respiratory system, tumor treatment, alimentary
tract and metabolism, central nervous system, immune system, anti-
infection, hematology, and genitourinary system. As at the end of the
Reporting Period, the Group operated 3 State-certified engineering
technology research centers, 3 State-certified enterprise technology
centers and 17 research centers certified by provincial and municipal
authorities, as well as post-doctoral research workstations with a R&D
team comprising over 1,200 staff members.

As of 31 December 2020, there were 199 products in the Group's
R&D pipeline, including 68 new drugs relating mainly to oncology
and immunity, metabolism and endocrine system, respiratory system,
hematology, cardiovascular system and classical TCM prescriptions.
During the Reporting Period, the Group obtained 86 patents, filed
99 new patent applications. Applications for manufacturing and
registration for 14 products, including Linezolid tablets, Apixaban tablets
and Dienogest tablets, were filed with NMPA. In addition, production
approvals for 6 products, including Caffeine Citrate injection, Amlodipine
Besylate Tablets (2.5mg), Pregabalin capsule, Ceftobiprole Medocaril
Sodium for Injection, Vildagliptin tablets and Oral Rehydration Salt
(I, were issued by the NMPA, in a further enrichment of the product
portfolio of the Group’s pharmaceutical manufacturing business. Among
them, Ceftobiprole Medocaril Sodium for Injection was the first fifth-
generation cephalosporin approved for registration in China.

During the Reporting Period, on top of improvements to the existing R&D
technology platform, the Group constructed and completed an early-
stage R&D platform for small molecule new drugs and antibody drugs,
as well as acquired a R&D technology platform for peptide drugs and
biochemical extract drugs through equity participation. As at the end of
the Reporting Period, the R&D platform for small molecule innovative
drugs covered critical techniques of the pre-clinical and early clinical
development stages for small molecule drugs and achieved full capability
for proprietary R&D.
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The Group continued to be actively engaged in innovation through
external cooperation, as it diversified and optimised the innovation
R&D pipeline through licensing and industry — academia — research
alliances. During the Reporting Period, we obtained the exclusive rights
of development, manufacturing and commercialisation in Greater
China for ONC201, a small molecule innovative drug which had been
granted fast track approval, orphan drug status and rare pediatric disease
designation by the U.S. Food and Drug Administration (FDA). The Group
was engaged in active cooperation with the United Research Institute of
China Resources Science and Technology Research Institute — Research
Institute of Tsinghua University in Shenzhen and secured successful
project listing for a small molecule anti-tumor innovative drug at the
United Research Institute during the Reporting Period.

In February 2020, NIP292, a Class | innovative drug developed by the
Group, was granted orphan drug status for treatment of idiopathic
pulmonary fibrosis (IPF) by FDA. The Group will be entitled to various
incentives for the clinical development of drugs for rare diseases,
including tax credits for U.S. clinical trial costs, FDA fee waivers and a
seven-year period of market monopoly for the identified indications after
the launch of the drug.

In December 2020, NIP046, a Class | innovative drug developed by the
Group, received a notice of approval for clinical trial of drugs issued
by NMPA, giving approval to the commencement of clinical trial of
the rheumatoid arthritis indication. NIP046 is Class | small molecule
innovative drug developed the Group on a proprietary basis. It has a
clear mechanism of action with high selectivity, and has demonstrated
outstanding therapeutic effects and good safety levels in a number of
animal models for innate immunity diseases in pre-clinical research. Apart
from rheumatoid arthritis, NIPO46 also has therapeutic potential for other
innate immunity diseases, such as systemic lupus erythematosus, multiple
sclerosis, allergic dermatitis and pemphigus.
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During the Reporting Period, the Group accelerated the multi-point
deployment of original biologics, improved innovative drugs, and
biosimilars, in a move to provide overall balance between R&D risks
and values of projects under research. Currently, our biopharmaceutical
business has three products (Baijieyi, Ruitongli and Jialinhao) in
the market, of which Ruitongli has been included in the National
Reimbursement Drug List, and research on its new indications for
acute stroke and acute pulmonary embolism are currently in the clinical
phase Il stage. Another application submitted to the NMPA to expand
clinical research on a new indication, deep vein thrombosis, has also
been approved. As at the end of the Reporting Period, the Group had
11 biological drugs under research, of which 7 were new biological
drugs focusing on areas such as anti-tumor, immunity and endocrine
treatments.

The Group attaches great importance to and promotes the consistency
evaluation of the quality and efficacy of generic drugs through multiple
channels. By the end of the Reporting Period, 64 key projects for
consistency evaluation had been carried out, more than 20 projects
had undergone bioequivalence clinical trials and application had been
completed for Sodium Valproate tablets, Irbesartan Dispersible tablets,
Fluconazole Sodium Chloride injection, Mannitol Sodium Chloride
injection and allopurinol tablets. During the Reporting Period, seven
products, including Montmorillonite powder, Valsartan capsule,
Mifepristone tablets (200 mg), Misoprostol tablet, Pitavastatin Calcium
tablet, Montmorillonite granule and Valsartan Hydrochlorothiazide tablet
have passed the consistency evaluation.

Benefiting from the great attention for and smooth progress of
the consistency evaluation project, in the Group’s pharmaceutical
manufacturing business, three products, namely Terazosin Hydrochloride
tablets, Azithromycin tablets and chewable Magnesium-aluminum
Carbonate tablets, were included in the catalogue of the second-
batch centralised procurement, while four products, including Valsartan
capsule, Metformin HCL sustained release tablet, Finasteride tablet
and vildagliptin tablet, were included in the catalogue of the third-
batch centralised procurement. Total sales revenue of approximately
RMBO.39 billion was recorded for the Reporting Period, providing new
growth drivers to the development of the pharmaceutical manufacturing
segment.
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OUTLOOK AND FUTURE STRATEGY

Year 2021 is the commencing year of the “14th Five-Year Plan (FYP)". Pivoting
on requirements warranted by the new landscape, new starting point and
new development and taking into consideration its inherent business structure
and product characteristics, the Group will adopt “Reform, Innovation and
Qualitative Development” as its management theme and increase R&D
investments to strive for innovation and breakthrough. Efforts in external
merger and acquisition will be strengthened with a strong focus on investment
opportunities for potential businesses and innovative sectors. Emphasis will also
be placed on our internal development as we seek cost reductions, efficiency
enhancement and improvements in the quality of development. Further
progress in digitalisation and the development of intelligent features will be
made and model innovation will be encouraged to enhance management
efficiency. Counter-risk measures will be strengthened to ensure the stability of
operations. Our business portfolio will be subject to ongoing optimisation in
an active bid cover key sections in the industry chain and potential sectors. In
the meantime, we will seize strategic opportunities for regional development,
tapping the international market on the back of our domestic operations
with an eye for vertical as well as horizontal expansion, in order to lay a solid
groundwork for development during the “14th FYP" and consistently add
value and increase investment return for shareholders.

1. Toincrease effort in R&D innovation, expedite development
of key regional innovation R&D platform, enhance
capability in innovative R&D, strengthen external
cooperation, and step up with the acquisition of premium
products
The Group will seize the good opportunities presented by the national
development of pharmaceutical innovation to increase R&D investment
and innovation efforts, striving to achieve “five breakthroughs”:
investment in innovation R&D, building of platform for innovation,
incentive mechanism for innovation, application of results in projects and
progress of key projects. Key measures include the following:

o To substantially increase the Group's total R&D investment as a
proportion of revenue.
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To accelerate the construction of an innovation R&D platform
for chemical drugs and biopharmaceuticals in Guangdong —
Hong Kong — Macau and Yangtze River Delta Region, advance
the construction of a TCM innovation platform at a faster pace,
and improve capabilities in innovation R&D. To develop high-
end preparation technology, sophisticated synthetic technology
and products with special packaging, and to build a platform of
differentiated technologies for products such as oral sustained
release preparation, inhaler and emulsion injection preparation.

To focus on R&D in small molecule and biopharmaceuticals, build
a high-end technology platform and commence research on TCM
effectiveness and mechanism of action; to diversify our product
pipeline by stepping up with our developments in the anti-tumor,
immunity and cardiovascular drugs.

To adopt the model of “self-innovative research + introduction”.
We will consistently diversify our internal innovative product
pipeline as well as to enhancing external cooperation, facilitating
industry — academia — research alliances with top-notch
international as well as domestic R&D institutions, building
up long-term cooperation on all fronts with a strong focus on
technology R&D, commercialisation, resource sharing and talent
training to advance project cooperation and commercialised
application. We will also further enhance our ability in the
integration of resources for innovation.

To stimulate vigor in innovation through a range of mechanisms
relating to talent grooming, fault tolerance, investment and
incentivisation, enhance efficiency in innovation and foster a
culture of innovation.

China Resources Pharmaceutical Group Limited Annual Report 2020 49




EREA R 2T
Management Discussion and Analysis

2. RANBREREE FEEBLCEHE 2.
BFEAREE RERAEI K
PERFERRERE

To enhance the quality of internal development by
consistently optimising our business structure, reinforcing
fundamental management and facilitating quality and

efficiency enhancement, with a view to sustainable healthy
development
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The Group will adapt to policy changes and structural market
adjustments by active responding to the impact of such factors as
centralised procurement and health insurance cost control, and continue
to optimise and drive the transformation and upgrading of its business

structure. Our measures will include, but not be limited to:
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Cost reduction and efficiency enhancement will be normalised:
through a range of measures such as green low-carbon recycling
development, the Group is to build an operational regime for
green production. The deployment of production capacity will
be optimised, whereby outdated capacity will be phased out
and the intelligent manufacturing will be upgraded to achieve
economies of scale. Technology innovation and process innovation
will be continuously pursued to enhance the Group's competitive
strengths. Efforts will be made to advance operational excellence
and reinforce fundamental management, especially in relation to
the control over raw material procurement, marketing expenses,
per capita output and logistical efficiency.

Ongoing product mix optimisation: to stabilise cornerstone
product pipeline, while actively developing new products
according to consumers’ requirements, to expand into new
businesses and diversify our product lines in continuous
optimisation of our business portfolio. We will improve our ability
in specialist areas and enhance our presence in high-potential
areas such as anti-tumor and psychiatric/neurological drugs. The
Group will also facilitate expansion into new businesses such as
commercial segment import/export and medical devices to foster
new business growth niches. Actives investigations will be made in
“+Internet” applications for the development of new models, wit