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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. Our manufacturing business encompasses the research
and development, manufacturing and sale of pharmaceutical products. We
manufacture 615 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. Moreover, we own a range of famous brands,
such as “999”, “Dong-E-E-Jiao”, “Double Crane”, “Zizhu”, “Jiangzhong”,
and “Boya”, covering therapeutic areas including cold, gastroenterology,
dermatology, pediatrics, orthopedics, blood products, among others. In
future, we will actively expand into health management and products for
chronic disease management to meet the full-cycle and multi-dimensional
healthcare needs of Chinese households from prevention, healthcare,
therapy to recovery.

We regard R&D and product innovation as important drivers for long-term
growth and consistently increase the investment in R&D activities. We
operate 3 State-certified engineering technology research centers, 4
State-certified enterprise technology centers and 20 provincially-accredited
research centers, with a R&D team comprising close to 1,300 staff
members.

Leveraging our comprehensive product supply and wide distribution
networks, we directly distribute products to hospitals and other medical
institutions across the country. We operate a national distribution network
comprising 208 logistics centers strategically across 28 provinces,
municipalities and autonomous regions in China, with over 130,000 clients,
including 9,421 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 801 pharmacies
under national or regional premium brands — “CR Care(ZE %)’ and “Teck
Soon Hong(f&1577)”, including 211 DTP specialty pharmacies (including 87
“dual channel(#3%38)” pharmacies).
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CORPORATE INFORMATION

BOARD OF DIRECTORS
Chairman and non-executive Director
Mr. Wang Chuncheng

(resigned on 3 December 2021)

Chairman and non-executive Director

Mr. Han Yuewei

(former Executive Director and Chief Executive Officer, appointed as
Chairman of the Board on 3 December 2021, and ceased to be the
Chief Executive Officer of the Company, re-designated as non-executive
Director and continue to serve as the Chairman of the Board on 14
January 2022)

Executive Director and Chief Executive Officer
Mr. Bai Xiaosong
(appointed on 14 January 2022)

Executive Director and Vice Chairman
Mr. Li Xiangming
(resigned on 7 September 2021)

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

Executive Director and Vice President
Mr. Tao Ran
(appointed on 7 September 2021)

Non-executive Directors
Mr. Hou Bo

(appointed on 26 March 2021)
Mr. Lin Guolong

(appointed on 7 September 2021)
Mr. Tan Ying

(appointed on 7 September 2021)
Mdm. Jiao Ruifang

(appointed on 14 January 2022)
Mr. Wang Shouye

(resigned on 26 March 2021)
Mr. Lyu Ruizhi

(resigned on 26 March 2021)
Mr. Yu Zhongliang

(resigned on 7 September 2021)
Mdm. Guo Wei

(resigned on 7 September 2021)
Mr. Qing Mei Ping Cuo

(appointed on 26 March 2021 and resigned on 14 January 2022)

Independent non-executive Directors
Mdm. Shing Mo Han Yvonne

Mr. Kwok Kin Fun

Mr. Fu Tingmei

Mr. Zhang Kejian

China Resources Pharmaceutical Group Limited | Annual Report 2021
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AUDIT COMMITTEE
Mdm. Shing Mo Han Yvonne (Chairman)
Mr. Lin Guolong
(appointed on 7 September 2021)
Mdm. Jiao Ruifang
(appointed on 14 January 2022)
Mr. Kwok Kin Fun
Mr. Fu Tingmei
Mr. Zhang Kejian
Mdm. Guo Wei
(resigned on 7 September 2021)
Mr. Lyu Ruizhi
(resigned on 26 March 2021)
Mr. Qing Mei Ping Cuo
(appointed on 26 March 2021 and resigned on 14 January 2022)

NOMINATION COMMITTEE
Mr. Han Yuewei (Chairman)
(appointed on 3 December 2021)
Mdm. Shing Mo Han Yvonne
Mr. Kwok Kin Fun
Mr. Fu Tingmei
Mr. Zhang Kejian
Mr. Wang Chuncheng (Chairman)
(resigned on 3 December 2021)

REMUNERATION COMMITTEE
Mr. Kwok Kin Fun (Chairman)
Mr. Lin Guolong
(appointed on 7 September 2021)
Mdm. Shing Mo Han Yvonne
Mr. Fu Tingmei
Mr. Zhang Kejian
Mdm. Guo Wei
(resigned on 7 September 2021)

CORPORATE GOVERNANCE COMMITTEE
Mr. Fu Tingmei (Chairman)
Mr. Bai Xiaosong
(appointed on 14 January 2022)
Mdm. Weng Jingwen
Mdm. Shing Mo Han Yvonne
Mr. Kwok Kin Fun
Mr. Zhang Kejian
Mr. Han Yuewei
(resigned on 14 January 2022)
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CORPORATE INFORMATION (continued)

EXECUTIVE COMMITTEE
Mr. Bai Xiaosong (Chairman)
(appointed on 14 January 2022)
Mdm. Weng Jingwen
Mr. Tao Ran
(appointed on 7 September 2021)
Mr. Han Yuewei (Chairman)
(resigned on 14 January 2022)
Mr. Li Xiangming
(resigned on 7 September 2021)

AUTHORIZED REPRESENTATIVES
Mr. Bai Xiaosong
(appointed on 14 January 2022)
Mdm. Weng Jingwen
Mr. Han Yuewei
(resigned on 14 January 2022)

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

SHARE REGISTRAR
Tricor Investor Services Limited
Level 54, Hopewell Centre

183 Queen’s Road East

Hong Kong

China Resources Pharmaceutical Group Limited | Annual Report 2021
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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 Commmunications Co., Ltd. Hong Kong Branch
China Construction Bank (Asia) Corporation Limited

China Construction Bank Beijing Railway Branch

China Development Bank Hong Kong 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
Industrial Bank Co., Ltd. Hong Kong Branch

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 Weigongcun Sub-branch
Sumitomo Mitsui Banking Corporation

United Overseas Bank Limited, Hong Kong Branch

INVESTOR RELATIONS CONSULTANT
Wonderful Sky Financial Group Limited

COMPANY’S WEBSITE

http://www.crpharm.com

STOCK CODE
3320
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BUATHE

[BRRBFARE]
“AGM”

[4AA% =240 A ]

“Articles of Association”
[EEg]

“Board”

[HEREE]

“BSCOMC”

[(EEARFA
“CG Code”

(B
“China” or “PRC”

IPNSICSN
“Companies Ordinance”

EAVNCIIDAESE
“Company” or “CR Pharmaceutical”

[ BRTT

“CR Bank”

[FEREY)

“CR Biopharm”

DEFINITIONS

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

RARIBRBFRE

annual general meeting of the Company

RRFR B —RFENA =+ B R BIIR R =B R A 8 = 12 40 Bl (B 1B
EET)

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

=g

board of Directors

IRBEEERELERERAR  AIBIREBEEREEEEHL  —K
AR NEARE - REMNEZRE

Beijing State-owned Capital Operation and Management Company Limited
At BB EARELEEFR A A, formerly known as Beijing State-Owned
Capital Operation And Management Center (1t 5B & A4 & & 38 b
1)), a state-owned enterprise incorporated in the PRC and our substantial
Shareholder

R AR U ETE ) (R E AT R
Corporate Governance Code set out in Appendix 14 to the Listing Rules

REARLME  RAFHRME - TREES  RPINBITHERAE
People’s Republic of China, excluding, for the purposes of this annual report
only, Hong Kong, Macau SAR and Taiwan

AFNED (B SE0 E6225) (ETHEE])
the Companies Ordinance (Chapter 622 of the Laws of Hong Kong) (as
amended from time to time)

EHBEEEERFRAR]
China Resources Pharmaceutical Group Limited

WEERRITROBRAR] - —HKRPBEZ RN BRA T A KA
ERIRIRBITIRT - RAFHRBE - FERMOFEAFRL70.28% e
China Resources Bank of Zhuhai Co., Ltd. (JK/&E BRTIRD AR A F),
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

EREMBHERAT - ABEREMBHECRIDBRAF  —RNFE
BRAZBIAT] - RANATINIFEREMNE AR

China Resources Biopharmaceutical Co., Ltd. GEEAMEERR N 7)),
formerly known as China Resources Biopharmaceutical (Shenzhen) Co.,
Ltd. (EEEAEYEZECRIINBR AR, established in the PRC, a non-wholly-
owned subsidiary of the Company

China Resources Pharmaceutical Group Limited | Annual Report 2021
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DEFINITIONS (continued)

[ RIS LY

“CR Boya Bio-pharmaceutical”

[EEEE

“CR Digital ”

[ HEEs

“CR Double-Crane”

[ BEmR

“CR Gas”

[ ZERRR R

“CR Gas Chenzhou”

[ B2

“CR Health”

[EER%E)

“CR Holdings”

[ B
“CRI”

2021155 | FHEEEEFRLA

FEREMEMBBEEBEROER AR AIEEHEMREEERNAERA
A —RKRBHEVEEFEMKIMHAT - EROEFNESFR S LM (R
HHRER - 300294 ) » W RARRIHMEAR -

China Resources Boya Bio-pharmaceutical Group Company Limited
CGEREREYRBELEERDBMR AR, formerly known as Boya Bio-
pharmaceutical Group Company Limited (1B A MR EE BN AR A 7)),
a company incorporated under the laws of the PRC, the shares of which
are listed on the Shenzhen Stock Exchange (stock code: 300294) and a
subsidiary of the Company.

FERBEHERBR AR (AT E ZREER AR - — KRBT
SUHARAT - BEREBEROHNEZENBAT

China Resources Digital Holding Co., Ltd.(formerly known as China
Resources Resolink Co., Ltd. CHE S 2R BRAF))), a company
incorporated in the PRC with limited liability, a wholly-owned subsidiary of
CRI

FRHEREXRMNERDT  —RBEPBEVEETMAINRE - ER&RH
£ EEFFR N EmERHASE - 600062) © WARARZIEZENBA
7]

China Resources Double-Crane Pharmaceutical Co., Ltd. (3R R 4L %
1B AR A7), 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

ERMEERBRAT - —KRBREKRIHBRAE - HARGH PR
(& R - 1193)

China Resources Gas Group Limited (ZEERRIER AR A R]), a company
incorporated in Bermuda with limited liability, the shares of which are listed
on the Stock Exchange (stock code: 1193)

MMEERRERAR - —KPRFBEFEMK L2 BERAR - WAEBEMR
ZHE2ENB AT

Chenzhou China Resources Gas Company Limited (MM ZEEREBER A
7l). a company incorporated in the PRC with limited liability and an indirect
wholly-owned subsidiary of CR Gas

EHRESEERAT  AIEAEREREEARAR - —KNEETM
RMERATTAEBEENEZEWE AT

China Resources Healthcare Group Limited GEBEfEREBEGR A G,
formerly known as #EHEEEB HR /A F]), a company incorporated
in Hong Kong with limited liability and a wholly-owned subsidiary of CR
Holdings

EFRHEE)ARQA  —KRNEEFMRZOBRAF - REBERHER
REIREME R A BB IR

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

ERROAERAT - —FKPAFEK AN B R R A A PIEZERAR R
China Resources Inc., a joint stock limited liability company established in
the PRC and our controlling Shareholder



[ZE BT

“CR Jiangzhong”

[ EEE]

“CR Leasing”

[

“CR Medical”

[ Emx]

“CR Pharmaceutical Commercial”

EoElptyid

“CR Pharmaceutical Holdings”

[EHEREXEST]

“CR Pharmaceutical Industry Fund”

[FER=N]

“CR Sanijiu”

Bx (&)
DEFINITIONS (continued)

FRIPREEEEREMELRT  —KRPEKIHAR] - BIIFEER
ERIRER - WARARR 2 IERENB AT

China Resources Jiangzhong Pharmaceutical Group Co., Ltd. (EEETRE
wmEBAIR H AR, a company established in the PRC, the controlling
Shareholder of Jiangzhong Pharmaceutical and a non-wholly-owned
subsidiary of the Company

EHMEEEERAT - AIBEBRHEEERAR  —KRFEKIHNER
EERR - RAFRAH - FERERDEERSE E60%E

China Resources Financial Leasing Co., Ltd. FEEREHEABR AT,
formerly known as China Resources Leasing Co., Ltd. GEEIEE B[R A ),
a limited liability company established in the PRC, in which CRI holds 60%
indirect interest as at the date of this annual report

EHBRERARLAR  —KRFASHSTMRINERAF - ARG
RS2 P BT (B (5% ¢ 1615) - Arp BB AR F 0 A #9555 H36.58%
o

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

EHBENEEEERAR  BIBILERBERMNAERAR  —HKNZZ
TETZAZTEARBREEZAMKIOAT - BRATEENE
7]

China Resources Pharmaceutical Commercial Group Company Limited (22
B EEmELEE AR A F), formerly known as Beijing Pharmaceutical Co.,
Ltd. (dt REEFR D HR A F]), a company incorporated under the laws
of the PRC on 27 December 2000 and a wholly owned subsidiary of the
Company

IR

EMBEERARDE  ABAZUERBERAR - —RIBEHBUAET
MR RAT - BARARIEEMBE AR

China Resources Pharmaceutical Holdings Company Limited (258 % %447 i
ARAT), formerly known as New Sanijiu Holdings Co., Ltd (¥ = FLiE% A
R/~ 7)), a company incorporated under the laws of the PRC and a wholly-
owned subsidiary of the Company

FERBEOUR)EEFREERERELEERER)  —XRFEKINA
A NEEREE AT NEBRARFRA ARG E27 5%

China Resources Pharmaceutical (Shantou) Industry Investment Fund
Partnership (LLP) (BB ECUB)EXREEZTABLEERAR)),
established in the PRC, an associate of the Group, in which the Group holds
27.5% interest as at the date of this annual report

FRH=NBERMERDF  —RBEPBEVEETMHIHRE - ER&RH
EFRIFBFR T EmERHASE - 000999) « WARARZIEZENBA
7

China Resources Sanjiu Medical & Pharmaceutical Company Limited (£
H=NEBER M AR AR, 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

China Resources Pharmaceutical Group Limited | Annual Report 2021
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B (8
DEFINITIONS (continued)

[ B =MD ]

“CR Sanjiu Chenzhou™

[ RE

“CR Trust”

ESEES (N
“CR Zizhu”

[E=]

“Director(s)”
[ 5] ] 12 ]

“Dong-E-E-Jiao”

[ARE&H]

“Group”

[&E]
“Hong Kong”

[KFEY)

“Immunotech”

[T %E |

“Jiangzhong Pharmaceutical”

[EmARAI

“Listing Rules”

[zsra)
“Model Code”

2021155 | FHEEEEFRLA

FR=NWMNBEFRRGF  —KNPEFTMKLZBER LA - AR
ARMEEIEZEWB AR

China Resources Sanjiu (Chenzhou) Pharmaceutical Company Limited (25
=AM BLEEHBR A F), a company incorporated in the PRC with limited
liability and an indirect non-wholly-owned subsidiary of the Company

FRRBEIREFTARAF  —KRPBEKINEREETAF - RAFHRA
B EERMNDBEEHSERERRARMEFEEPS1%ER

China Resources SZITIC Trust Co., Ltd. GEERRIZEEHBRAF), a
limited liability company established in the PRC, in which CRI indirectly holds
51% interest through China Resources Capital Holdings Investment Co.,
Ltd. EEE ST E AR A Al)as at the date of this annual report

EREMEXARAR  —KRFBEKZIHRE  BRAAFNEZEREAR
7]

China Resources Zizhu Pharmaceutical Co., Ltd. EEBEMTEE AR A7),
established in the PRC, a wholly-owned subsidiary of the Company

RRRES

director(s) of the Company

REMBROBRAR - —RIBEFBEDERFMA LA AT - ARMHER
JFEHRZ S LT RGRIE - 000423) » WAKRQARZIEREHBAA
Dong-E-E-Jiao Company Limited (& F B2 %15 B R A R]), 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

ZANSYEN )N

the Company and its subsidiaries

HREIEB R RITTER R
the Hong Kong SAR of the PRC

KEEMHERRAR - —RPFASHSTMERIH AR - HRMHEHR
Fir £ (B R5R - 6978) - AR AR RIAARER A ERFEH10%E
Immunotech Biopharm Ltd CKFEAEMREEFR A A]), a company
incorporated in the Cayman Islands, the share of which are listed on
the Main Board of the Stock Exchange (stock code: 6978), in which the
Company holds 10% interest as at the date of this annual report

IREEROHAERAR  —RPNFEKZIHLRAE - EROELEELFRZS
Fr B (B R5% : 600750) W REERITH 2 IE2EWE QA

Jiangzhong Pharmaceutical Co., Ltd. (T ZE¥A815 FR A7), 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

B 22 P8 o5 B AR B GO RHERT)
the Rules Governing the Listing of Securities on the Stock Exchange (as
amended from time to time)

LR RIS T ETE M E BT AE R ETE SR S NIT TR
Model Code for Securities Transactions by Directors of Listed Issuers set
out in Appendix 10 to the Listing Rules



[ Bl %47 |

“National Institute of Pharm R&D”

(TR ERE]

“Prospectus”

[ HAR
“Reporting Period”

[ AT B ]
“SAR”

[E5H R ARG D
“SFO”

[t
“Share(s)”

[R5 ]
“Shareholder(s)”

[Hs 22 P |
“Stock Exchange”

[BITls B
“HK$” or “HKD”

AR
“RMB”

B
nus$n or “USD”

[%)

1 DA) »

REHRA - RPBIKIMARRERE

EE

SRR XA B H BOGRE R INE A

BUAR X R TR o

Bx (&)
DEFINITIONS (continued)

PEEEMTAZETROLARAR - —KPAPEK AR BEAARNE
LN

National Institute of Pharmaceutical R&D Co., Ltd (F1 B 28 95 f3sh G
R A 7)), established in the PRC, a wholly-owned subsidiary of the Company

AARBHAZZT—"FTA+LANBRER
the prospectus of the Company dated 17 October 2016

e F+_A=+—HIFBFE

the financial year ended 31 December 2021

o BRI T I
Special Administrative Region, PRC

EHEDIEET1 T B A LA E EH (BT RHER])
the Securities and Futures Ordinance (Chapter 571 of the Laws of Hong
Kong) (as amended from time to time)

ViN/NGTL )
share(s) of the Company

EAN/NCIE Ol GES SN

holder(s) of Shares of the Company

HEMERXHBER AR
The Stock Exchange of Hong Kong Limited

BT BEEEEHN
Hong Kong Doallars, the lawful currency of Hong Kong

AR - REVEEES
Renminbi Yuan, the lawful currency of China

ETT - EEVEEE
United States Dollars, the lawful currency of the United States of America

Anth
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.

China Resources Pharmaceutical Group Limited | Annual Report 2021
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Chairman’s Statement
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Dear shareholders,

We sincerely appreciate all shareholders and stakeholders for your
continuous attention and supports to China Resources Pharmaceutical.
| hereby report the performance of China Resources Pharmaceutical for
2021 and for the year ended 31 December 2021 to the shareholders as the
Chairman of the Board of Directors.

Global economic growth and globalization process have been facing
severe challenges since the outbreak of COVID-19 two years ago. In
2021, China economy strengthened steadily facing changes and the
epidemic in the century, showing strong resilience and great potential.
Economic development and epidemic prevention & control maintained a
leading position in the world. The balance, coordination and sustainability
of overall economic development increased continuously, the resilience of
the industrial chain was further improved, and the annual GDP increased
by 8.1% steadily, contributing an important engine to world economic
development.
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CHAIRMAN’S STATEMENT (continued)

In the past year, at the payment side National Healthcare Security
Administration Bureau led the three sectors of “pharmaceutical, medical
care and medical insurance”, continuously optimized the structure, gradually
promoted the medical insurance for strategic and oriented acquisition,
and solved the unsatisfied clinical needs. The centralized procurement of
drugs and medical insurance negotiation have been normalized; adjustment
and access negotiation of List of Innovative Drug, and the centralized
procurement of insulin were implemented in succession. The mechanism
design was more mature, the price decline tended to be relatively moderate,
and many key reform policies, regarding DRG payment and medical
service price were promulgated and implemented in succession. Industrial
policies were clearer, differentiated innovation guided by clinical value was
encouraged, and the number of new drugs approved increased. The short-
term energy conversion and structural adjustment, the industrial competition
and enterprise pattern changed greatly with the long-term improvement of
medical market in China.

2021 was the beginning year for the implementation of the 14th “Five-Year
Plan” of the Group. Based on “Innovation, Transformation and High-quality
Development”, the Group continuously optimized the industrial layout, broke
through the blank field of blood products, and strategically covered cellular
immunotherapy; the Group increased R&D investment and improved the
construction of R&D platform continuously; actively promoted the reform of
mixed ownership and the innovation of incentive mechanism, while many
of its companies implemented equity incentive schemes; strengthened
digital construction, improved business development and management;
continuously promoted business collaboration and resource integration,
improved operation quality and sustainable development ability, and
stabilized the leading position in the industry continuously.

During the Reporting Period, the Group persisted on the development
model driven by organic growth and external development. Under the omni-
directional pressure of the complex and challenging industry environment,
the Board of Directors, Management and all employees returned the trust
and support of shareholders with steady performance; the main business
indicators increased steadily, and the comprehensive strength was further
improved. During the Reporting Period, the Group achieved a total revenue
of HK$236,806.2 million, an increase of 18.2% on a year-on-year basis than
2020; the profit attributable to the owners of the Group was HK$3,768.9
million, an increase of 14.3% on a year-on-year basis. During the Reporting
Period, the Group further increased its R&D investment, with a total R&D
expenditure of HK$2,070.6 million in 2021, a significant increase of 38.3%
on a year-on-year basis.
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CHAIRMAN’S STATEMENT (continued)
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Looking forward to 2022, China economy will recover continuously and
the stability of economic growth is expected to be further enhanced, but
the external environment will be more complex, challenging and uncertain.
During the “14th Five- Year Plan” period, with the implementation of the
“Health China” strategy, the medical reform will further develop in depth,
implement the national top-level design, drive the upgrading and supply-
side reform of the domestic medical industry continuously, and propose
higher requirements for the quality and efficiency of enterprise innovation. As
aging deepens continuously in China, innovation, internationalization, and
localization, etc. promote the steady development of the medical industry.
The high coverage of medical insurance and the growth of per capita
disposable income will bring the increase in medical payment capacity and
per capita medical expenditure. The Group is firmly optimistic about the
long-term development of China medical industry.

The “14th Five-Year Plan” period is not only an important window period for
the structural adjustment of China medical industry, but also an important
innovation and transformation period of the Group. The Group will uphold
the mission vision of “Protecting Human Health and Improving Quality of
Life” continuously, grasp the development and reform opportunities of
China medical and health industry, create a new situation in the changing
situation, optimize resource allocation driven by R&D innovation as well as
M&A, focus on high growth tracks, and perfect the whole industrial chain
business layout based on Consolidating, Strengthening and Pinning Up.
We will consolidate the existing competitive advantages, strengthen the
development of biological medicine, actively layout blank areas such as
vaccines, blood products and medical devices. The Group will continuously
increase investment in innovation and R&D, improve operation efficiency and
risk control ability, improve digital level, promote business adjustment and
industrial upgrading, achieve high-quality green development, and improve
core competitiveness and industry status continuously.

Finally, I would like to express sincere gratitude again for the continuous
support of all shareholders, the long-term trust of customers and strategic
partners, and efforts of the Management Team and all colleagues on behalf
of the Board of Directors.

Han Yuewei
Chairman

29 March 2022



(—AZ+EH) EREBREEREREEEERIATE
RIRARBEERBEENT/ KED ISR (C8~24)
(ERaEMES) @ HEZEREE -

(27 January) CR Double-Crane obtained the Drug
Registration Certificate of Medium/Long Chain Fat
Emulsion Injection (C8~24) (/& & Pg i 3L 5% &F
& (C8~24)) issued by National Medical Products
Administration (“NMPA?”) for production.

EFERELE

HIGHLIGHTS OF THE YEAR

(ZAER)EREBLHREMNBE @B ERF #
FEEOMERERERTRE - BZEmS D BBRRE
BRI B E M — BUERT(E o

(5 February) Pregabalin Capsules and Valsartan and
Hydrochlorothiazid Tablets of CR Double-Crane were
to be selected in the national fourth batch of centralized
procurement. These two products have passed the
Consistency Evaluation of Generic Drug Quality and
Efficacy by NMPA.
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EEASBLE(E)
HIGHLIGHTS OF THE YEAR (continued)

(ZRANBBREERFZRERERY ERRRERL
- ERRMAAZEMBERNE T EILEMN - ZEMIZL
BERITEM OB RERE - GREBTRERETNE
M MERHE -

(9 March) NMPA approved the Drug Instructions for
Moxifloxacin Hydrochloride Eye Drops (E&ft £ 750 £
SEERR), CR Zizhu was ranked the first batch of generic
drug manufacturer of this product in China. This product
was declared as the generic drug of new registration
classification of chemical medicine, which was deemed
as passing the Consistency Evaluation of Generic Drug
Quality and Efficacy.

(ZATRERERETFSEMHHERSBEHRES O (L
RERFEENBREDEEHUREBEET - BRE
EREEHRET O EmFHEELEFERLREE -

(10 March) National Health Emergency Mobile Disposal
Center for Sudden Poisoning Incidents (Shandong) Drug
Storage Base was initiated in China Resources Shandong
Pharmaceutical. The Drug Storage Base of National
Health Emergency Mobile Disposal Center was settled in
China Resources Shandong Pharmaceutical (55|15 58
#).Q

(ZEAZ+T—H)EB-NERRRRAERAEmEREA
MIEARTBRSERE - FE-NHARANEARR
KBBNERETETISZOTISHERR LR TREH
&

(31 March) CR Sanjiu and Ryukakusan (F€ £, the
Leading Brand of Japanese throat treatment product,
formally reached a strategic cooperation agreement. CR
Sanijiu will be responsible for marketing, online and offline
sales in China market of the Japanese Ryukakusan Water-
free Granular. &

2021 FH | EHBEEEERLA




EEABLE(B)
HIGHLIGHTS OF THE YEAR (continued)

(HANH) EREBREEREE BRRBENIFMER
(Imo) B an i B ) B L B £ E o

(6 April) CR Double-Crane, received the Drug Registration
Certificate issued by NMPA to produce Finasteride Tablets
(1mg) (GEBBHERZ 7).

(HA+7RB)EBE. BB 8 REENE | H A RIE
M SEBDEREENE |BRE D B AR DR RRE
BUZSHR M & BB B as [ h ATt ks | - JIRFE
EEERBRIIER -

(16 April) CR Pharmaceutical helped the implementation
of the New Policy of “Hong Kong and Macao Medical
Instrument Connect” in Shenzhen. The first drug “anti-D
immunoglobulin Injection” and the first medical instrument
“Magnetic controllable extension titanium rod” imported
through the policy of “Hong Kong and Macao Medical
instrument Connect” were successfully transported to
Shenzhen Hospital of University of Hong Kong. &

(A Z+I\E)FEB =N BEE 77 R RE R IR S
J& 7R B 1B B TR A0S S0 &0 CAT s TIEE8.) 5
1y o

(28 April) The project of “Application of New Intelligent
Manufacturing Mode of Traditional Chinese Medicine
Formula Granules” of CR Sanjiu passed the acceptance
of the Ministry of Industry and Information Technology
("MIT”).

(AN EHEBMA T EER () BBFRERER
B —BUMERTE - BUSCERBR R SEILERME)

(8 May) Extended Release Nifedipine Tablets (Il) (fE &0
F4E¥EF) of CR Double-Crane passed the Consistency
Evaluation of the Quality and Efficacy of Generic Drugs
and obtained the Notice of Approval for Supplementary
Drug Application.

(BA+ZR)RWMBESEEFENBETN TR RZEH
B &V HRTE ©

(12 May) Dong-E-E-Jiao signed a strategic cooperation
agreement with Marine Biomedical Research Institute of
Qingdao. @

(BATHER HBERFERERMERTETIEZE &
R BB R e te 8 R & (F2hR)) IER ik - 5
EREMBHRBIEBREANERF24SH(PREBRMEHEF
PXEES TR (E TR AR 80) h A BEHE R 22 -

(15 May) The Guidelines for Stroke Prevention and
Control in China (Version 2) formulated by the Stroke
Prevention and Control Engineering Committee of the
National Health Commission was officially published.
XiQianTongShuandiaoNang (F#x 1% B %) of CR Double-
Crane was selected as the recommended drug of
Chinese Patent Medicine in Chapter 24 of the Guidelines
specification for the Rational Use of Chinese Patent
Medicine for Ischemic Stroke.
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EEASBLE(E)
HIGHLIGHTS OF THE YEAR (continued)

(BAZTR)EREMEGFTERRITSERE - €
AT REERERNERBEETRESE -

(20 May) CR Biopharm and Hybio Pharmaceutical (5
#3) signed a cooperation agreement. Both parties will
conduct in-depth cooperation on the promotion and sales
of Eptifibatide (¥ % & 2 k) products.

(AA=+—B)E B =B MIHILE B A A ~ 9997 &
T B C AR K 900 R bR IE T = SRAAE ¥ ©

(31 May) CR Sanijiu released three new star products:
999 Pudilan Xiaoyan Tablets (9995& b & H 4 ), 999
Compound Dexamethasone Acetate Selenium Sulfide
Lotion (99957 4 F — LAl A) and 999 Xiongai Tadalafil
Tablets (9994 EAH ERIIE ).

(RA—H)EB=NABAEHERELES ARLZRMNE
A B BR N Bl Advair Diskusth 8 22ANDAR 5 #1532 E
FDAB R ZEFT &K -

(1 June) The application, CR Sanjiu and CR
Pharmaceutical Industry Fund jointly participated in
Advair Diskus Generic ANDA of Respirent Pharmaceutical
Co., LTD., acquired the qualification of “Priority Review”
authorized by FDA.

(RA—R)EHBRERXBERIMER AR (G ((HHN
| ) NIt R B EMRERARA RS ERAE
AUt BREREEREEER A REIL RIBEKL -

(1 June) CR (Beijing) Medical Device Supply Chain
Management Co., Ltd., a joint venture established by CR
Pharmaceutical Commercial Medical Device Co., Ltd.
(hereinafter referred to as “CR Medical Device”) and
Beijing Runhai Ruichang Technology Development Co.,
LTD., was inaugurated in Beijing. &

(RAZR) EEBESMENRERERRENBERAF
FAJ RS AERE ©

(2 June) CR Medical Device signed a strategic
cooperation agreement with Peijia Medical Co., Ltd.

2021 FH | EHBEEEERLA
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(RATR)EBEFESMEAERE

fE -

R RO ERIEET S

(10 June) CR Medical Device carried out business
cooperation in the field of oral cavity with Bondent Dental.

(RAtTER)BEH I APEAEABSIHEN2ER
FEHIAES+ A= AMRER G B & - WIEF) ’E)\%
MAZE o

(17 June) Shenlingcao Tablets (2EEF), specially
developed by CR Jiangzhong for Chinese astronauts,
were listed in the Catalogue of Health Food for Shenzhou
xii astronauts and successfully entered the Tianhe Core
Module.

(RRA=+-— E)iﬂ%ﬁ%% REEEMERNR
ReA21 AERFEREE RC(EREMES) -

S

(21 June) Linezolid Tablets (FZ2¥:f% Fr), a product of CR
Saike (ZH&EH}), a subsidiary of CR Double-Crane, was
granted the Drug Registration Certificate by NMPA.

(RAZTHEE) - FE=AERFRRARINEBFNABET
EmrH A BB RIS R (Bmt - B EEE
REZR(EmEMES) -

(24 June) Mitoxantrone Hydrochloride Injection (product
name: Futashu) (BEE K EER IS R(FTMmAG B4
#F)) for tracing, a product of Shenzhen CR Jiuchuang, a
subsidiary of CR Sanjiu, was granted the Drug Registration
Certificate by NMPA.

EFERSBLEER(E

HIGHLIGHTS OF THE YEAR (continued)

(EARBE)AEBKE RS EEEBREELZE T
F2021 G 2% ) [ pA 25 f B8 Bk IR FE B 1S T AR W R A Y
18 i (B A EHE(2021)30158) « 1k - BIEERE|
HERERSE MRAE NS R REEENEREY
69,331,978X IER E RBIRID RFFERT - UKL ER
BEBERED 2D

(6 July) The Group received the Reply Letter issued by
the State-owned Assets Supervision and Administration
Commission (SASAC) of the State Council in 2021 on
CR Pharmaceuticalceutical Holdings’ Acquisition of the
Controlling Interest of CR Boya Bio-pharmaceutical (State
Owned Property Right [2021] No. 301). Accordingly,
SASAC approved in principle the Proposed Transfer of
69,331,978 non-restricted tradable shares and voting
rights of CR Boya Bio-pharmaceutical to China Resources
Pharmaceutical Holdings under the proposed transaction,
as well as the proposed subscription of shares of CR
Boya Bio-pharmaceutical.

(EAAR)EH SN EGESTE 2E E R E LA
BRBEEBAIEENRK -

(9 July) CR Sanjiu’'s TCM Injection Digital Manufacturing
Technology Construction Project of whole industry chain
passed the acceptance of MIIT.

(-l:FH- B EREMMNE REE G5 BEMBRNA

NREKREEBEA(E - RIEHGTE - ETEBRBMESR
E’\J‘i@ﬁ’gﬁéﬁiﬁﬁfiﬁ%1%ﬁ%iﬁ@iﬁ%ﬁ%ﬁﬁéﬂ%ﬁ%%ﬁﬂ
% WHAESR - BRARERICEER TEREAEDY

E o

(12 July) CR Biopharm and Biocytogen Pharmaceuticals
(Beijing) Co., Ltd. reached a comprehensive strategic
cooperation. According to the agreement, both parties
conducted innovative drug development for multiple
targets selected by both parties in the field of tumor
and immune indications, and reached framework
cooperation agreements on cooperation mode, clinical
and commercialization.

)
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EEASBLE(E)
HIGHLIGHTS OF THE YEAR (continued)

(EAZTH) ERBEEZWEKTEM10.0%KH5 « it
REFEERENERE AARESZAEEINEE—
5o

(20 July) CR Pharmaceutical proposed to acquire 10.0%
shares of Immunotech. This proposed acquisition was an
important step for CR Pharmaceutical to enter the field of
cellular immunotherapy.

(EA =+—H)FEBEEBENOVITAZ BFascinZE A 1155
ERFPERBEEESLD -

(21 July) CR Double-Crane and NOVITA signed an
exclusive license agreement for Fascin Protein Inhibitor in
Greater China.

(\AHEBR)EREBAEE TP REERAKERR -
RS HEMARL RIS RN RIN202157 A22
B 7A19B @B REmE MR —IERFE - S
(ERFERRFUEBRTE) -

(4 August) CR Double-Crane announced that its
Xiangzhong Pharmaceutical’s product Sodium Valproate
Tablets (AKX B4R ) and Anhui Double-Crane’s product
Fluconazole and Sodium Chloride Injection (BEW &1t
$)E£577%) passed the Consistency Evaluation of Generic
Drug Quality and Curative Effect on 22 July and 19 July
2021 respectively, and obtained the Notice of Approval of
Drug Supplementary Application.
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EEABLE(B)
HIGHLIGHTS OF THE YEAR (continued)

@A SEPTEMBER @ +A octoBer P

(LA+7RA)EREREDREENBEENNRMET
KA R B EY AR A EREAILRKLIBIE -

(16 September) The Joint Laboratory for Innovative
Crystalline Medicine Research, jointly established by
CR Double-Crane and Chinese Academy of Medical
Sciences, was inaugurated in Beijing.

(+ARALH) P REFKE R REEBRERBMNNIP142M
(iR B EBNE) - RENP142EEBRIEN
A0 A FiE (NSCLC) BV G iR 54 Bs o

(9 October) National Institute of Pharm R&D received the
Notice of Approval for Clinical Trial of NIP142, issued by
NMPA and agreed to conduct the clinical trial of NIP142
for Non-small Cell Lung Cancer (NSCLC).

(tAZ+H) BT EEFREGS R QN AERIENE
KR2aER LR EAEM - FEEBEMES PR
B R (18 B AR H A BR AP ZESU AR AL K BT 2 s R B
HERE  RAZEENASEARIHNERSE T E
REGRE LR °

(20 October) The Expert Consensus on the Diagnosis
and Treatment of Chronic Musculoskeletal Pain compiled
by China Elder Health Care Association was officially
released. The compound Duzhong Jiangu Granule
(Bosizhuang) (875 tt 2 & FERL (1A RIF)), a product of
CR Double-Crane, was selected as the recommended
drug for oral TCM of qgi stagnation and blood stasis type
and liver and kidney deficiency, indicating that the efficacy
of the drug in musculoskeletal pain has been recognized
by clinicians extensively.

(+BZ=+H)  EHEBAF S XL EER LigandRIBEN
7] (NASDAQ : LGND)#EpK —2k » &5 ERIM%E —FaE
AT ARG = A COVID-1989 O AR/ N FRNAZ A i #
I L o

(20 October) Innovation Division of CR Double-Crane and
U.S. Ligand Pharmaceutical (NASDAQ: LGND) agreed to
develop an oral small molecule RNA polymerase inhibitor
for COVID-19.

(TAZ+I\H) - FERTEZMHENNHERRHESE
REE DR B E DML -

(28 October) Dienogest tablets (MizEZEEhR)
independently developed by CR Zizhu obtained the Drug
Registration Approval issued by NMPA.
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EEASBLE(E)
HIGHLIGHTS OF THE YEAR (continued)

(+—RAZR)EFHEBER R FMIEEM TN - R
PR IE A B SEREE R EREMES) -

(2 November) CR Double-Crane’s Amlodipine Besylate/
Atorvastatin Calcium and Sildenafil Citrate Tablets were
granted the Drug Registration Certificate issued by NMPA.

(F+—RERER=AENNBESHURSIERTE - €7
HEXZAERRDAIL N BBEMRBERAR] - EBE
REERAREEBETERIF -

(5 November) CR Sanjiu and Jointown Pharmaceutical
signed a strategic cooperation agreement. Both
parties jointly established a joint venture — “Hubei
Jiurun Pharmaceutical Technology Co., Ltd.” to carry
out innovation of private economic entities in the
pharmaceutical field.

(+—BA+—H EREE—BIREE B ORRTH
& EEHERENEADEOMBTHDERT - EHH
BERET(ENERSFEERZ B REREHREXK
NAERABEERHE) -

(11 November) The landing of CR Double-Crane’s Class
| Anticancer Drug and The Signing Ceremony between
Haikou National High-tech Zone and CR Double-Crane
were held in the Office Building of Haikou Municipal
Government. Both parties signed the Cooperation
Agreement between the Haikou National High-tech Zone
Management Committee and CR Double-Crane. &2

(+—A+=ZR)ERBEEIL R ERNRALRZBHAE
BE - WERITRIXEIFIMBE K ESEREN -

(13 November) CR Pharmaceutical signed a strategic
cooperation agreement with MingMed Biotech in Beijing
and held an appointment ceremony for external experts
for scientific and technological innovation. (V)

(+=BZ=+N\B)ERIHEMERTTETRMMmE
[2BE |BREME  BMMO(2BEE |miE 230 -

(28 November) CR Jiangzhong held the Strategy
Conference of its high-end brand “Shenlingcao” in
Nanchang and released a brand-new strategy of
“Shenlingcao”.

2021 FH | EHBEEEERLA




(FZBE+HERIERHEMONFESERELERE
AR EEEMANBRBERRARE TR

(10 December) MIIT announced the List of Green
Manufacturing Enterprises in 2021. CR Zizhu was selected
as a national green factory.

(+ZB+7B)EHERERBKIEF H 11 H208 %
SRAREER(ERHRRBIERNE)  RBHR
on B B — B RTHE -

(16 December) CR Double-Crane’s Enalapril maleate
tablets (F52RBAK AP FF) received the Notice of
Approval of Drug Supplementary Application from NMPA
on 29 November, and passed the Consistency Evaluation
of Generic Drug Quality and Efficacy.

EEABLE(B)
HIGHLIGHTS OF THE YEAR (continued)
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1218
AWARDS

YIS T

(—A+RE)FECENERERTRS FHEAEES
EBeEAST R LR BN 2021 FRCZEHAERER
EEBE+—[EHE AR - I8 I T 2020 B R
EEPEER10058EE - =/ = N.0496.24M {5 FIEE
AE10038 © (1511494 -

(16 January) “2021 China Enterprise Credit Development
Forum and the 12th Integrity and Public Welfare
Ceremony” was held by China Enterprise Reform and
Development Society and China Cooperative Trade
Enterprises Association jointly as the organizers. The List
of Top 100 Manufacturing Enterprises in China in 2020
was released at the Forum, and CR Sanjiu ranked the
49th in the Top 100 with a credit index of 96.24.

(ZA+=H)2020F RFEHERTREZRMEFBEA
NEARBBEEREBAEIL RERIT - EHEBIER1:548
M AEREAmE - EF2020F HFE &ERE iRk
ABRENREE1058] -

(12 March) The 2020 China Best Employer Award
Ceremony and China Human Capital International
Management Forum were held in Beijing. CR Double-
Crane stood out from the competition of nearly 1:548 and
was awarded the “Best Employer in China in 2020 and the
Top 10 Employers with the Most Development Potential in
Beijing”. &

L
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AWARDS (continued)

YIS U

gf O (ZA=+mA)
MEB=A R
KE . RIIKE .
Bl ¥ N ¥
REBAEBRNIZ
EEEAEYERE
TENEXYE R
HEREEDHRE
RIEE LEHRE I
REgiEsr—%
ﬁo

&l

(24 March) The “Pharmacodynamic Substance of
llex Medicinal Plant and llex Latifolia Thunb and Their
Application in Ganmaolin” jointly declared by CR Sanijiu,
Peking University, Shenzhen University and Beijing
University of Chinese Medicine won the First Prize of
Scientific and Technological Progress of the Ministry of
Education.

(ZA=+HHB)E2021 (E+E) P RS ERES ERIBE
BT N\EFPREERIERARIAIERE o EH =N
BT AR L REEE S EEER M AR A R AE20200F
EREETMERE ZARRADNMELE F T
% WIEREEMBEAR IREZ LA RHE  EH
A& E B5E 10T - BERESAIFEIN A%
DNBRED ) P BEAC T R[S e A E TR R o

(25 March) At the 2021 (10th) China Intelligent
Manufacturing Summit Forum and the 18th China
Intelligent Manufacturing Year-end Inventory Award
Ceremony, Anhui CR Jinchan Pharmaceutical Co., Ltd,
a subsidiary of CR Sanjiu, was selected into China’s
“top 100 benchmarking smart factories” in 2020. The
company deeply analyzes the upstream and downstream
businesses of the industrial chain, starting from the two
core directions of “resource control” and “manufacturing
upgrading”, and strives to build a “new intelligent
production model” of traditional Chinese medicine formula
particles driven by innovative technologies such as digital
twins, cloud computing, IOT and blockchain.

(MA—A) EFtLETEEREFFE L - PEFE
7B EBM20205F K BISFR T A ER KRS Hat
PR BEHCNBREEEE o I - 009RFEBA/B
REBNFEBREUBBE(PRE)FE % - 099875
BIEARNIE - SRBRRERBE(ZEE) - 999%
HREBRNAS BN MBI =F -

(1 April) At the 17th Annual Meeting of China Self-
Medication, the China Non-prescription Medicines
Association released the 2020 comprehensive
statistical ranking of China’s non-prescription medicines
manufacturers, and CR Sanjiu once again topped the
list. In addition, 999 Ganmaoling Granule/Capsule
continued to rank first in the category of cold and cough
(proprietary Chinese medicine) for nine consecutive years,
while 999 Compound Dexamethasone Acetate Cream,
Polyene Phosphatidylcholine Capsules(Essentiale N) and
999 Compound Ganmaolin Granule won the top three
positions in their respective categories.
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(AA+H)  EHERREBENCERE  BFNAA
JRIEKEE - BIREE2021H B LT AR MEEES &
TOP100] » EEBEITEBE MM BREFEZ(LOARE
ST EHBHEEGRELES  SERBSEEIRENET
¥R E  BERAELERY  INAHEEFHE -
SBILBIR R MAYE - MRHEEINERE K - #HBFmLE
RSN LITHER - KL RERTRA - AR - EHE
BITEIEE  ETHEE  BOEeEAS I EtRET
BEN - WWRBXRES  RRZBEAMSS A HERE
BURABFRE N AR EEEMNRA -

(10 May) With its stable business development
and excellent corporate governance standards, CR
Pharmaceutical has once again been listed in the
2021 China Listed Company Brand Value List (“Top
100 Main List”). Under the background of continuous
changes in pharmaceutical industry policies and market
environment, CR Pharmaceutical actively responded to
the impact of macro environment and industrial policies,
such as epidemic situation and volume procurement,
continuously improved operation quality, strengthened
R&D and innovation, strengthened international
exchanges and cooperation, accelerated the pace of
outward development, promoted the listing of new
products and the transformation of digital marketing,
and steadily improved operation quality. Meanwhile, CR
Pharmaceutical has also achieved remarkable results
in epidemic prevention and control, resumption of work
and production, and practice of social responsibility. The
re-listing represents the recognition of all parties in the
capital market on the comprehensive competitiveness and
investment value of CR Pharmaceutical. &

L
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(A =+ HB)[2020-2021 FZ fh B 55 3 R ik & B
BEEEEEEAS B Lt RBEETEENEDSAR]
2 BIRLFI[2020-2021 F [& B 4% 5 (B {E 5510058 | 155 8
FENBE[2020-2021 FEHBH 55 H 2B H100% 5
—t=% - EEEETERAEEBREHEEELS —
B o 20178 AR - BB EMNFEY %S
By - FHREAEBIARE LBE[2020-2021 FEHEH
BESEERE1005%] - HEEEFM12KR » SRigAEME - B
ANR LR +2 -

(29 May) The “2020-2021 China Pharmacy Development
Report and China Pharmacy Value List Conference” was
held. Beijing Teck Soon Hong Pharmaceutical Technology
Branch ranked the ninth in the “2020-2021 Top 100 China
Pharmacy Value List” and the 33rd in the “2020-2021
Top 100 China Pharmacy Direct Chain List”. Qingdao
Teck Soon Hong Huiyou Pharmacy once again won the
first place in single store output. Since its establishment
in 2017, it has been topped the list for four consecutive
years. A total of 34 pharmacies in the Department of
China Resources were listed in the “2020-2021 Top 100
Standalone Pharmacies in China”, an increase of nearly
twice compared with last year (12 pharmacies), and four
were listed in the Top 10.
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SIREFE MR EEETAR - 28 AT+ E R ER
SEERYE RAFEHNEEY —  WHEATBERE
f[BETRdE] -

(22 June) The ranking list of “China 500 Most Valuable
Brands” in 2021 was released by the World Brand
Laboratory at the (18th) World Brand Conference.
“Jiangzhong” brand ranked the 266th with a brand
value of RMB29.115 billion, and ranked the sixth in the
pharmaceutical industry. The List of “China 500 Most
Valuable Brands” examines brand value based on three
indicators: financial data, brand strength and consumer
behavior analysis, and uses the income present value
method to evaluate brand value. It is one of the most
authoritative and influential awards in the field of Chinese
brand research, and is known as the “Oscar Award” of
Chinese brands. &

L
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(EBZ+—H) KBS L%MH T 2020FEFHEET
H¥HBRRYBE  THZNAEPE P EESETOP1005E
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(21 July) The “2020 Top 100 Series of Pharmaceutical
Industries in China” was released at MHIS. CR Sanjiu
ranked the 3rd in the “TOP 100 China’s Chinese Medicine
Enterprises List”.
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(NA—H)[2021F (F38m) 2B HTXENFTE &
[2020F E BB EE T ¥ H s B MemILRE ER™
BT EHBHEIRAEEREEFHL -

(1 August) The press conference of “2021 (38th) National
Pharmaceutical Industry Information Annual Conference”
and “2020 China Top 100 Pharmaceutical Industry
Companies List” were held in Jinan City, Shandong
Province, and CR Pharmaceutical Holdings ranked fifth in
the top 100 list.

(WABZ+EB)FE+-HERYE2EEEM 2020-2021F
BETESABRTE NIERHTE] - 2HE 5L [2020-
2021 F BB T R A BT NIEHTOP100 ¥ |ER A -
[ 2R 8 TOPSO R | =4 -

(25 September) The “2020-2021 Pharmaceutical
Industry Comprehensive Competitiveness Index
Ranking List” was authoritatively released at the 14th
China Health Ecology Organization. CR Pharmaceutical
won the fifth place in the “2020-2021 Pharmaceutical
Industry Comprehensive Competitiveness Index Top 100
Enterprises” and the second place in the “Top 50 Chinese
Patent Medicine Index”. &

o
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(tA+NZE=+—H)2021EEFHE-gEFPHOTCKE
BB A SRR R SR
OTCRHEEE: - TMBEE N2 H = « MM - F=H
TR AEHABFEOTCREEHN =S¥ -LE
B 72021 FERBIER S EEEDERE RIS KT
PR o BN BAEBPBEIER S BEECEEY 0 ¥
T RRHE % WEEAR2021FEFRIEE S
BESAREMRE] EHBEETSEZEERUEL
1IRERIF -

(18-21 October) 2021 Healthy China — The First China
OTC Conference and China Traditional Chinese Medicine
Promotion Conference was held in Guangzhou and
officially announced the establishment of a Chinese
OTC brand cluster. CR Sanjiu, Dong-E-E-Jiao and CR
Jiangzhong under CR Pharmaceutical became the first
three companies to be shortlisted for China’s OTC brand
cluster. The 2021 comprehensive statistical ranking
of Chinese over-the-counter drug manufacturers and
products was also released at the meeting. CR Sanjiu was
once again ranked No. 1 in the list of Chinese over-the-
counter drug manufacturers, and CR Jiangzhong ranked
17th. Both of them were included in the “2021 China
OTC Drugs Gold List” and several other products of CR
Pharmaceutical are at the top of the list.

(+ A+ I\ H) SRR B AR BB 5B (2021 877 - B &
AR XU RIER)

(18 October) Dong-E-E-Jiao was included in “Hurun List
of Brands with Most Historical and Cultural Heritage in
2021” released by the Hurun Research Institute.

#RI8 (&)
AWARDS (continued)

(+ZAEBEF -+ EFELTARBERSERE
BEELtRETPEBRATEEER®E L FHEBERE
[2021FF (23 LM AR BREEE]  ZIEEER
YRTERENCERRELSZERMOBBRDE - FH
BB URATATSHEBRENLERRLERE
BRENRF °

(4 December) At the 21st China Top 100 Listed
Companies Summit Forum and the 7th China Top 100
Cities Overall Development Forum, CR Pharmaceutical
was awarded the “2021 China (Global) Top 100 Listed
Companies Enterprise Award”, which aims to recognize
the top 100 enterprises that have made outstanding
contributions to China’s economy and enterprise
development. This award proved that the market
recognizes CR Pharmaceutical’s outstanding performance
and future development potential. €

o
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(+Z A EB) ¥R EESGRT AT LB A CCTV-1CKE /i
H$>E%ﬁﬁ»}&§ﬁiﬁi§§fﬁ§1ﬁ“¢ESGT§%¢¥500§§”
BB EHESKEES3Y EEERMBEA
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(7 December) The first list of “China’s best 500 ESG
companies” was jointly released by Assessment Centre of
the ESG channel of Sina Finance and the CCTV-1 series
“The Making of a Great Brand” at Golden Kylin Forum. CR
Pharmaceutical ranked 53th. CR Sanjiu and Dong-E-E-
Jiao were also included in the list.

(+—H+mlﬁﬁﬁﬁmmﬁgf@%ﬁﬁ¥%ﬁa
R EEEERAL RS TR AER R P AR E TR -

(10 December) MIIT released the List of Green
Manufacturing Enterprises in 2021, and the Beijing
Preparation Factory of CR Zizhu was selected as a
national green factory.

(+=B+HH)E P2 E MSCI-ESG 1427 = BBB -
EREEARTISEH AR ESG RIBHNRIEERED o

(15 December) The MSCI| ESG Rating of CR
Pharmaceutical rose to BBB, symbolizing the capital
market’s recognition of ESG performance of the Company
and confidence in its development.

(+ZA+I\B)2021h EFEREREHIEHRAS -
HE= N EIR83,308 R X% i FAM L » 1EE[2021
FEIFERERE10058] - I & INEARB0E °

(18 December) In the 2021 China Best Employers
Awards Ceremony, CR Sanjiu stood out from 83,308
participating companies around the world, and won the
“2021 China Best Employers 100” companies for the first
time, and entered the top 50 for the first time.

(F+ZRAZ+—H) I EMBEAUSEEER EREQTR
RER ﬁxf‘ﬁ%ﬁ%%ibﬂlilﬁiﬁfhx$#&M‘*ﬂr 3597
ANEAHEHERERCE SRk EER(ER
o,

FMERAL R T 2B #2020 F ETAR @ T RRAZ » 1A%
FARGEEREES  NMREESERE  KRUGEER
AEENFALEF  HERRECHEETER AT
BIZE . REEHERNEE  KeEEURMEEAHRE
BEESIE [TEEFEHRCNGEEERETIER
%oﬁ%% WLZ2IRFERELER  BRAEEERE
BX . LEELENERMEMSHTRRNESREINERE
%Wr@“&%;$ﬁﬁ¥$%%ﬁﬁo

(21 December) With the end of the announcement of
the sixth batch of green manufacturing to be selected
by MIIT, CR Double-Crane, with Beijing Industrial Park
as the main body, submitted application materials and
was successfully selected as this batch of green supply
chain management companies, and it is the only chemical
pharmaceutical company in Beijing.

Since being awarded the green factory in 2020, CR
Double-Crane Beijing Industrial Park has always been
adhered to the concept of green development, accelerated
the promotion of green manufacturing, explored new
production methods oriented to green development, and
benchmarked against the national green supply chain
management system evaluation standards. In terms of
green supplier management, green production and social
responsibility and green information disclosure, we will
build a green supply chain management system with
China Resources characteristics.
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(28 December) CR Pharmaceuticals was awarded the
“Outstanding Healthcare and Pharmaceutical Enterprise
Award” and the “Best Investor Relations Award” at
the 2021 China Financing Awards, which was widely
recognized in Hong Kong. &

o

(+ZA=+H)HEBR100EHATH LT - BEH R
BRI M E NEER10058 |58 - FEHEERE
EEREITENRANERE  LEBHEROSRIFEITMN -
DERBATS L E BN o

(30 December) Sponsored by the Top 100 Hong Kong
Listed Companies Research Centre and released by
the Finet and Farseer, in the Ninth “Top 100 Hong Kong
Stocks” list, CR Pharmaceutical won the 17th place
in the “top 25 pharmaceutical stocks” due to its deep
development in the pharmaceutical industry, which fully
proves the recognition of CR Pharmaceutical in the capital
market.

#RI8 (&)
AWARDS (continued)
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FINANCIAL HIGHLIGHTS

AEERBAERGTBRFE LTS A summary of the Group’s audited results, assets and liabilities and the
BEBEARFEMBLEB2IRAT key financial ratios for the last five financial years is set out as follows:
2021 2020 2019 2018 2017
FE(BEET) For the year (in HK$ million)
e Revenue
T Manufacturing 35,179 29,290 30,693 31,940 26,362
vkt Distribution 193,858 164,441 167,094 152,151 141,826
& Retail 7,605 6,467 6,463 5,455 4244
Hith Others 164 205 204 143 100
b Total 236,806 200,423 204,454 189,689 172,532
EF Gross profit 35,380 32,294 34,018 34,930 28,276
AR Segment earnings
T% Manufacturing 9,716 8,104 6,765 8,690 7,666
ok Distribution 8,049 7,931 7,736 7,715 6,564
5 Retalil (52) (14) 73 106 116
Hith Others 68 149 143 78 60
8 Total 17,781 16,170 14,717 16,589 14,407
FAFE Profit for the year 6,647 5,324 5,098 7,572 6,867
NAEA AEEFE Profit attributable to owners 3,769 3,297 3,286 3,978 3,483
of the Company
#12A310 (B®#ET) As at 31 December (in HK$ million)
FRBEE Non-current assets 71,953 62,263 57,082 48,918 47,556
TEEE Current assets 176,610 147,109 132,943 127,266 113,199
BEE Total assets 248,563 209,372 190,025 176,184 160,755
ERBEE Non-current liabilities 12,255 6,723 13,772 12,357 5,883
mEAE Current liabilities 141,323 122,620 106,672 103,358 91,734
BEB Total debt @ 66,440 53,332 52,134 53,951 36,875
BaE Total liabilities 153,578 129,343 120,444 115,715 97,617
iRk Total equity 94,984 80,029 69,582 60,469 63,137
[ & Ratios
EFE Gross margin 14.9% 16.1% 16.6% 18.4% 16.4%
EAINER Net profit margin 1.6% 1.6% 1.6% 2.1% 2.0%
FRE/BRE Net debt to total equity @ 51.5% 52.6% 56.9% 61.7% 36.0%
TMENEL % Current ratio 1.2 1.2 1.2 1.2 1.2
MEE - Notes:
1) BIERRIRIRITIER - BAES - st ENERN (1) Total debt refers to the sum of bank borrowings, bonds payable, and other
RN 5 B E A B FRIB AR FN - payables bearing interests due to related parties.
2) FREZEREEERRESRESZEEY - 2) Net debt equals to total debt less cash and cash equivalents.
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BEEER W R

MANAGEMENT DISCUSSION AND ANALYSIS

INDUSTRY OVERVIEW

China’s economy continued to report restorative growth, and a good start
has been achieved for the 14th Five-Year Plan. According to data released
by the National Bureau of Statistics, the GDP for 2021 grew by 8.1% year-
on-year, with a two-year average growth of 5.1%, and the per capita
consumption expenditure on healthcare increased by 14.8% year-on-year,
1.2 percentage points higher compared to national per capita consumption
expenditure.

The pharmaceutical industry was also in the process of recovery, with
growth rate slowing down amidst stability. According to data released by
the National Bureau of Statistics, in 2021, the pharmaceutical manufacturing
sector reported a 20.1% year-on-year growth in revenue and a year-on-year
growth of 77.9% in total profit driven by anti-pandemic supplies, especially
vaccines, and against a relative low basis for 2020. According to IQVIA
forecast, China’s pharmaceutical terminal consumer market witnessed a
growth of approximately 7.0% in 2021.

Centralised procurement at national, provincial and syndicate levels have
been comprehensively rolled out. With six rounds of centralised procurement
completed, national centralised procurement has become normalised and
institutionalised, and governing rules are fundamentally in place. With top-
tier design and resolute implementation of centralised procurement at the
national level, provincial centralised procurement and syndicate centralised
procurement have also been accelerated. The wide range of centralised
procurement policies have posed an enormous challenge for businesses.

Driven by the pandemic, rapid iteration of technology, new drug research
and development (R&D), merger and acquisition financing and project
trading remained active. According to announcement made by NMPA,
the approvals of 48 domestically manufactured new drugs, including 12
traditional Chinese medicines, were recorded during 2021 in China, the
highest record over the past five years. According to incomplete statistics,
there were more than 150 mergers and acquisitions (M&A) in domestic
pharmaceutical and healthcare sector, involving an amount of RMB47.9
billion. A total of 38 pharmaceutical companies have successfully landed
on the A-share Science and Technology Innovation Board in 2021, far
exceeding the 28 pharmaceutical companies in 2020. There were more than
120 licensing and importing transactions in the domestic pharmaceutical
industry, exceeding 108 transactions in the previous year. In addition, there
were more than 50 out-licensing deals with overseas companies, showing
the rapid enhancement of innovation capabilities in China. Leveraging on
capital resources, application of innovation with flexible operation model has
become one of the hallmarks of the pharmaceutical industry.
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MANAGEMENT DISCUSSION AND ANALYSIS (continued)
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At both central and local government levels, a number of policies for the
encouragement of Traditional Chinese Medicines (TCM) development have
been announced, providing for more vigorous TCM quality control and
support for innovation R&D on products, such as time-honored classical
formula preparations and pediatric TCM over-the-counter (OTC) drugs. Such
policies have encouraged the development of TCM preparations at medical
institutions and provided favourable policy factors for the development of
TCM pharmaceutical enterprises.

With the support of policies relating to digitalised healthcare services,
digitalised tools have been used in the major application scenarios during
the entire diagnosis and treatment process. Digitalisation has become
a common feature of the post-pandemic era, and a major driver for
the transition of pharmaceutical enterprises. An increasing number of
pharmaceutical enterprises are developing patient-centric innovative
solutions through the dynamic integration of online and offline marketing.

In future, given the sustained presence of COVID-19 pandemic, aggravated
aging population and improving living standards, driven by policy, capital,
talent and technology, the pharmaceutical industry will continue to
encounter enormous challenges as well as opportunities. The sustained
growth in demand for medicines and health on the part of the general
public will hold out broad market prospects for pharmaceutical enterprises,
while comprehensive centralised procurement, drug approval policies
guided by clinical requirements and intense competition in sub-segments
will set extremely high requirements for pharmaceutical enterprises, with
differentiation and high qualitative innovation emerging as crucial factors
to excel in competition. The mass exit of non-competitive enterprises is
anticipated, which will further drive the integration and concentration of the
industry.

GROUP RESULTS

In 2021, seizing opportunities presented by the development and reform
of China’s pharmaceutical and healthcare industry and fueled by R&D,
innovation and M&A and with the aid of digitalisation, the Group achieved
qualitative sustainable development as it increased investment in R&D,
accelerated the deployment in emerging fields, continuously optimized
resource allocation and synergy integration, promoted industrial upgrading,
and made comprehensive optimisation of development quality, business
structure, field and regional deployment in ongoing enhancement of its
core competitiveness. During the Reporting Period, the Group recorded
total revenue of HK$236,806.2 million, representing an increase of
18.2% compared to HK$200,423.0 million for 2020 which reflected
mainly recouping growth in business results following the easing of the
pandemic situation. In 2021, the revenue of the Group’s three major
business segments, namely pharmaceutical manufacturing, pharmaceutical
distribution and pharmaceutical retail businesses, accounted for 14.9%,
81.9% and 3.2% of the Group’s total revenue, respectively.
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MANAGEMENT DISCUSSION AND ANALYSIS (continued)
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B EAfh Others

During the Reporting Period, the Group recorded gross profit of
HK$35,380.3 million, representing a 9.6% increase from HK$32,293.9
million for 2020. The overall gross profit margin was 14.9%, representing
a decrease of 1.2 percentage points compared to 16.1% for 2020. This
was primarily due to a decline in the average gross profit margin of the
distribution business during the Reporting Period.

In 2021, the Group recorded a net profit of HK$6,647.4 million, representing
a 24.9% increase from HK$5,323.6 million for 2020. Excluding the effect of
anti-pandemic supplies exports during 2020, the Group’s net profit during
the Reporting Period would have grown by 54.7% year-on-year.

In 2021, the Group recorded a profit attributable to owners of the Company
of HK$3,768.9 million, representing an increase of 14.3% when compared
with that of HK$3,297.1 million for 2020. Basic earnings per share were
HK$0.60 for 2021 (2020: HK$0.52). The Board recommended the payment
of a final dividend of HK$0.15 per share for the year ended 31 December
2021.
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MANAGEMENT DISCUSSION AND ANALYSIS (continued)
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Pharmaceutical Manufacturing Business

For the pharmaceutical manufacturing business, the Group actively
integrated high-quality resources in the industry, accelerated the
deployment in business sectors where it has not yet to establish its
presence, strengthened R&D innovation and international cooperation,
and continuously diversified and optimized its product portfolio. In
addition, the Group promoted the transformation and upgrading of
industrial manufacturing, empowered business development with
digitalisation, and actively expanded terminals, to further consolidate
and enhance brand influence and its market position in core
therapeutic business areas.

During the Reporting Period, the Group’s pharmaceutical
manufacturing business generated segment revenue was
HK$38,614.4 million, representing an increase of 19.9% compared
with that for 2020. It was mainly because the consumer healthcare
(CHC) segment (mainly including OTC drugs and healthcare
products), the prescription drug segment and the biopharmaceutical
segment achieved significant increase in revenue, driven by the
impact of alleviated pandemic and external M&A.

SEBEF
SEGMENT GROSS PROFIT

fﬁiﬁon A1 42%
24,000 - 22,259 -90
16,000 = -70
8,000 — - 50
0 30
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W EF| Gross profit @ FEF|ZE Gross profit margin
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The Group owns comprehensive portfolio of pharmaceutical products
with the wide coverage of therapeutic areas, including chemical
drugs (prescription and OTC drugs), biopharmaceutical drugs, 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, endocrine diseases,
respiratory diseases, orthopedics, medical nutrition, gastroenterology,
pediatrics, genitourinary system, cough and cold, anti-infection,
etc. In 2021, the Group manufactured 615 products, of which 335
were included in the National Reimbursement Drug List and 145
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 over 100,000 medical institutions.

During the Reporting Period, the gross profit margin of the Group’s
pharmaceutical manufacturing business was 57.6%, representing a
decrease of 2.9 percentage points as compared to the gross profit
margin of last year, which was mainly due to the decline in gross
profit margin for the Group’s prescription drug business under the
combined effect of centralised procurement and changes in product
mix.

In terms of product categories, the revenue from sales of prescription
drugs was HK$19,364.9 million during the Reporting Period,
representing a year-on-year increase of 11.9% as compared to the
same period last year, mainly due to recouping growth in revenue
from medical end-sales following the easing of the pandemic, with
notable growth in revenue from the anti-tumor and glucose-lowering
businesses in particular. The Group’s CHC business recorded revenue
of HK$16,733.3 million, an increase of 31.5% compared to the same
period last year. Significant year-on-year increase in revenue from
the Dong-E-E-Jiao product line, pediatrics, cold and dermatology
businesses were reported. Revenue from biopharmaceutical drugs
amounted to HK$438.7 million, an increase of 176.7% compared
to the same period last year, mainly due to the completion of the
acquisition of CR Boya Bio-pharmaceutical by the Group in 2021. For
2021, the percentage of pharmaceutical sales revenue contributed by
chemical drugs, TCM, biopharmaceutical drugs, and other products
were 41.6%, 49.4%, 1.1% and 7.9%, respectively.
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Actively carried out external M&A to expanded new businesses
and tapped into untapped areas

The Group has strong M&A capabilities and rich experience,
and leverages advanced management concepts and operational
capabilities to integrate the resources of acquired entities. During the
Reporting Period, the Group enhanced its core competitiveness as
it accelerated extension development, actively deploying in business
sectors where it has yet to establish its presence to deploy high-
growth sectors, to nurture new opportunities in the industry, and
continuously optimized the business structure and product mix.

During the "14th Five-year plan" period, the Group focuses on the
development strategy of “Consolidating, Strengthening and Pinning
Up”, flexibly adopts a variety of investment modes, balances short-
term, medium-term and long-term strategic objectives, explores
future industrial development opportunities, and consolidates and
enhances core competitiveness. The "Pinning Up" strategy focuses
on the strategic layout of blank fields and innovative businesses.
The "Strengthening" strategy focuses on areas of oncology and
autoimmunity, and making a strong and excellent biological drug
platform. As for the strategy "Consolidating”, the Group strengthens
the industry position and competitive advantages of mature business
segments.

In February 2021, CR Double-Crane announced the acquisition of
33.33% equity interests in Zhejiang Peptites Biotech Co., Ltd. (#1)T
FAEY AR A T) by way of capital injection. 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.
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MANAGEMENT DISCUSSION AND ANALYSIS (continued)

In July 2021, the transfer of 69,331,978 non-restricted tradable
shares of CR Boya Bio-pharmaceutical to CR Pharmaceutical
Holdings was completed and the entrustment of voting rights to CR
Pharmaceutical Holdings has taken effect. In November 2021, CR
Pharmaceutical Holdings completed the acquisition of 78,308,575
shares issued to it by CR Boya Bio-pharmaceutical. After the
completion of the transaction, the Group held 147,640,553 shares
in aggregate, accounting for approximately 28.86% of the total
share capital of CR Boya Bio-pharmaceutical, and held 40.01% of
its voting rights. The Group has become the controlling shareholder
of CR Boya Bio-pharmaceutical. This successful acquisition is an
important move of the Group’s march toward the field of plasma
products, reflecting the Group’s recognition of the value of CR Boya
Bio-pharmaceutical’s plasma products platform and optimism about
the market prospects of plasma products. Blood products represent
a fast-growing sector. On the supply side, they are resource-based
products, while on the demand side, they are characterised by
assigned demand. This means that the competitive scenario is stable.
As such, it is a segment with advantageous potential that would help
the Group to maintain its leading position in the industry. Meanwhile,
its high entry barrier and proven extensive applications have forged
a lasting and strong bulwark for this segment. Given the current
competitive landscape characterised by stock competition, stringent
criteria for the approval of setting up new plasma collection stations
and near saturation of the supply of plasma collection stations in
certain provinces, plasma collection station resources have become
the core competitive strength in the plasma product industry. On
the back of its strong ability in resource integration, the Group was
hopeful to further enhance the competitive strength of CR Boya Bio-
pharmaceutical for establishing more plasma stations, and will make
business relating to plasma products an important engine for future
performance growth, in order to create greater commercial value
and social value. At present, the Group is actively promoting the
post-investment management and quickly launching management
integration in aspects including the appointment and removal of the
management team, the introduction of CR management system,
and corporate governance, so as to achieve a smooth transition. In
December 2021, CR Boya Bio-pharmaceutical received a “Letter
of Approval for Setting up a Plasma Station” issued by the Health
Commission of Shanxi Province, approving it to set up a blood station
in Yangcheng County.
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In July 2021, the Group announced the acquisition of 51,458,400
shares in aggregate of Immunotech representing 10% of its issued
share capital. Upon completion of the transaction, China Resources
Pharmaceutical became one of the substantial shareholders of
Immunotech. Cellular immunotherapy is an important development
direction for tumor therapy in the future with broad market prospects.
Through the investment in Immunotech, the Group has completed
its strategic layout in the field of cellular immunotherapy. Through the
acquisition, the Group will cooperate with Immunotech in depth. The
two parties signed a strategic cooperation framework agreement to
jointly develop the Chinese cellular immunotherapy market through
sales agency cooperation and product distribution cooperation, jointly
promote the establishment of industry standards, and deepen the
business synergy between the two parties.

In September 2021, Jiangzhong Pharmaceutical announced that it
had acquired 51% equity interests of Jincheng Haisi Pharmaceutical
Co., Ltd ("Haisi Pharmaceutical") through public delisting and
capital injection. Haisi Pharmaceutical is mainly engaged in the
research and development of chemical drugs, with core products
including BIFIDO Bifid Triple Viable Capsules Dissolving at Intestines,
Rabeprazole Sodium Enteric-coated Tablets, etc. BIFIDO is a
product in the National Essential Drug Lists and the National
Reimbursement Drug List, which mainly treats symptoms such
as acute and chronic diarrhea and constipation caused by enteric
dysbacteriosis. Jiangzhong Pharmaceutical has been committed to
the gastrointestinal health of Chinese people for many years, focusing
on the field of gastrointestinal daily medicines. Upon completion of
this acquisition, Jiangzhong Pharmaceutical will give full play to its
advantageous resources in the fields of OTC, intelligent manufacturing,
R&D innovation, etc., to help Haisi Pharmaceutical expand OTC
channel resources and achieve coordinated development.

As one of the diversified investment methods of the Group, CR
Pharmaceutical Industry Fund has achieved business synergy with the
Group in R&D, pharmaceutical manufacturing, sales and distribution,
etc., as it focused on business of consolidation and strengthening,
incubated new industry opportunities, and established its presence
in aspects such as innovative drugs, cell therapy, IVD, vaccines, etc.,
around the strategic development direction of the Group.
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MANAGEMENT DISCUSSION AND ANALYSIS (continued)

Accelerated new product launch and product upgrades, and
consolidated the leading position in the consumer healthcare
business market

During the Reporting Period, the Group adhered to the innovative
development strategy, accelerated the launch of new products
and product upgrades through independent R&D and external
cooperation, and continuously enriched and optimized its product
lines. In addition, it has developed steadily in the field of consumer
healthcare (CHC), continuously consolidated its leading edge in core
categories, and continuously enhanced the efficiency and influence
of its brand communication, which further consolidated its leading
position and competitive advantage in the industry.

During the Reporting Period, CR Double-Crane received the Drug
Registration Certificate issued by NMPA for products including
Medium and Long Chain Fat Emulsion Injection (C8~24), Linezolid
Tablets (for the treatment of pneumonia, skin and soft tissue
infections, etc.), Amlodipine Besylate and Atorvastatin Calcium Tablets
(for the treatment of hypertension, hypercholesterolemia and coronary
heart disease), Sildenafil Citrate Tablets (for the treatment of erectile
dysfunction), etc. The obtaining of Drug Registration Certificates for
the said series of drug products would further enrich the Group’s
chemical product mix and enhance the market competitiveness of its
products.

In June 2021, Shenzhen CR Jiuchuang Pharmaceutical Co., Ltd., a
subsidiary of CR Sanjiu, received the Drug Registration Certificate
issued by NMPA for Mitoxantrone Hydrochloride Injection for
tracking a Class Il new drug which was listed as a major project for
manufacturing technologies of major new drugs under the national
“13th Five-Year-Plan” and the first officially approved product in
China for tracking draining lymph node in thyroid operations, clinically
proven for safety and sound lymph tracking effort. During the
Reporting Period, in response to consumers’ health management
needs, CR Sanjiu launched the 999 Pudilan anti-inflammatory tablets
(9993F B EE S A ), 999 Piyanping selenium sulfide lotion (999 £ 4
ZHAEEA]) and 999 Xiongai tadalafil tablets (9997 kB R IEF).
The launch of this series of products has facilitated the optimisation
of the Group’s business deployment and ongoing diversification of
its product lines. Catering to different consumer groups, CR Sanjiu
has explored a diversified brand matrix, explored and constructed
a number of new brands, and carried out brand publicity for target
customers.
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In March 2021, CR Sanjiu and Ryukakusan, a leading Japanese brand
for oropharynx drugs, officially entered into a strategic cooperation
agreement. Pursuant to the agreement, CR Sanjiu will be responsible
for the marketing as well as online and offline sales of Ryukakusan’s
lozenge granule products in China. Given the rapid development of
new retail models and the trend of consumption upgrade, CR Sanjiu
and Ryukakusan will seize opportunities in the industry and join forces
to develop the throat health market of China and defend the throat
health of Chinese consumers. The collaborative products have been
officially launched in the China market.

In the great health sector, CR Jiangzhong has been building a moat
for the gastrointestinal category, and extending into the matrix of
throat, cough, asthma and tonic categories with the advantages
of traditional Chinese medicine. CR Jiangzhong introduced
comprehensive revamping to Jiangzhong Caoshanhu Tablet, its
signature product that had been in the market for 35 years, and
comprehensive brand and terminal revamping to tonic multivitamin
and minerals tablets, through brand new packaging, more precise
positioning and more effective marketing. During the Reporting
Period, CR Jiangzhong announced the new brand strategy of “Food
As Medicines”, aiming to create a Great Health business with “TCM+”
features with ultra-innovative concepts while launching a number
of new products, such as Yitong Bazhen Paste (zZE /\¥#%), an
upgraded and optimised version of a classical formula dated back to
the Qianlong era, as well as nutritious and beauty nourishing products
such as Lemon Mint Yeast.

Dong-E-E-Jiao persisted in a consumer-centric approach and created
a customer-linked market operation mechanism, in a bid to cement
its leading market position for core products, as it consistently
capitalised on its brand productivity, and incubated and expanded
new products based on market and customer needs. With the
accelerated pace of life, convenient and fashionable Chinese tonics
are gradually gaining popularity. During the Reporting Period, Dong-
E-E-Jiao reported overall improvements in E-Jiao powder products
driven by the launch of Huajianling (fEf&#R), a convenient nutritious
snack brand manufactured with the “innovative instant soluble glow
technology”. Other newly launched products included E-Jiao Red
Date Juice Gomme, a hematinic and beauty-nourishing product with
100mg marine collagen peptide enhancement per unit”, “E-Jiao Red
Date Pudding”, a vitality enhancing snack with Changbaishan red
ginseng, Peach Jinxuan Oolong Flavored Tea, a kind of fruity health-
enlancing herbal tea with scientific ratio of fruit and oolong tea, and
Bird’s Nest Peptide Berry Tea with added small molecule bird’s nest
peptide, that offer vitality nourishment, taste and beauty nourishment
in one product to meet the needs of the young consumer group.
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MANAGEMENT DISCUSSION AND ANALYSIS (continued)

During the Reporting Period, CR Zizhu also launched a number of new
products: Moxifloxacin HCI Opthalmic Solution, of which CR Zizhu
is the first approved imitator in China; Lidocaine Hydrochloride Gel
(local anesthetic), CR Zizhu's exclusive dosage product, which has
been re-launched with approval based on technological innovation
and transformed research in response to market demand, after being
discontinued for nine years; the Dienogest Tablets developed by
CR Zizhu, the world’s first progestin developed specifically for the
treatment of endometriosis, which has obtained the drug registration
approval issued by the National Medical Products Administration.

As an industry leader in China’s CHC market, the Group has eight
categories including cold, gastrointestinal, dermatology, pediatrics,
and orthopedics, etc., and its brands and products are well
recognized by the market. In the top 20 list of sales of over-the-
counter drugs and health products in China in 2021, five products
of the Group were included: Dong-E donkey hide gelatin block, zinc
calcium, 999 Ganmaoling granule, Jiangzhong Jianwei Xiaoshi tablet,
and Dong-E donkey hide gelatin compound donkey hide gelatin
slurry, of which Dong-E donkey hide gelatin block ranked the first.
In October 2021, at the Healthy China 2021 — The First China OTC
Conference and TCM Promotion Conference, the establishment of
the China OTC Brand Cluster was announced, and CR Sanijiu, CR
Jiangzhong and Dong-E-E-Jiao under the Group were among the first
batch of 18 finalists. The Comprehensive Ranking 2021 of Chinese
OTC Drug Manufacturers and Products was also released at the
OTC Conference, and CR Sanjiu once again topped the list. Many
star products in the therapeutic areas of the Group’s pharmaceutical
segment have been selected into the “Gold List 2021 of China OTC
Drugs”. CR Sanjiu’s 999 Ganmaoling Granules/Capsules have won
the first place in the category of cold and cough (Chinese patent
medicine) for ten consecutive years. CR Jiangzhong’s Jiangzhong
Jianwei Xiaoshi Tablets, with strong strength, ranked first in the
Chinese patent medicine — digestive category for the 18th consecutive
year. CR Zizhu’s Jinyuting/Yuting Levonorgestrel Tablets won the
second place in the lifestyle category (chemical drugs).
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Digitalisation boosted business development, and sustainable
development capabilities were recognized

Focused on business development needs, the Group accelerated
digitalisation construction, drove business innovation with technology,
and implemented new technologies such as big data, artificial
intelligence and industrial Internet to boost key areas such as
intelligent manufacturing, digitalisation empowerment, and online
sales, etc. In addition, the Group continuously implemented the
concept of green and sustainable development, actively fulfilled its
social responsibilities, and strives to achieve a balance among social,
environmental and economic benefits.

Taking into account its own business characteristics and brand
advantages, the pharmaceutical manufacturing segment of the Group
actively explored new Internet marketing models such as B2B, B2C
and 020, innovative brand communication methods, and expanded
new retail business in line with market trends. Remarkable results from
online sales were achieved. During the Reporting Period, the online
sales revenue of various brands increased by 17% year-on-year.
CR Sanijiu has completed the deployment of its diversified product
channels in mainstream e-commerce companies such as JD.com, Al,
and Pinduoduo, and has simultaneously done the same on emerging
e-commerce platforms such as Meituan, Douyin, and Kuaishou,
etc. During the Reporting Period, its operation on mainstream
e-commerce platforms shifted from agency operation to independent
operation, and its digitalisation operation capabilities were enhanced.
Dong-E-E-Jiao had built a digitalisation marketing platform for
comprehensive development, mastering the core traffic entrances of
major e-commerce platforms, and achieved digitalised and precise
consumer insights through integration, analysis and application of
consumer big data. During the Reporting Period, Dong-E-E-Jiao
launched live broadcast marketing on Kuaishou, Douyin, Xiaohongshu
and other platforms. CR Jiangzhong opened flagship stores on
Kuaishou and Douyin platforms, and continued to cooperate with Al
Health and JD.com for traffic co-construction. During the “Double
Eleven” period, the products of CR Jiangzhong were included in the
Ali Health Gastrointestinal Drug Top List and JD.com’s Digestive
System Drug Brand Top List. CR Zizhu integrated online and offline
resources of 020 platforms, with annual sales of its Yuting and
Jinyuting products on Meituan and Ele.me platforms increasing by
115% year-on-year, and strengthened publicity and sales on major
B2C platforms, with the sales of its ovulation product lines increasing
by 77% year-on-year. In addition, CR Zizhu also actively built a private
domain platform with the theme of female reproductive health.



REBMMADERIEARNE @ FHEIR
FEESEKE - THiiRS @mE EUEK o
EH=NNEMFBREE AR2021FE
TS aealEa 2R TR - B
T BB TER e RIEREITT o SREH
MR - EEZNAEREIE ZG(PMS)IH
D EaR - T = NP B 7y BBRE A
BUEMRAEAER - PREREIHT
{bEMFEAEAER - PEIFEZ
EEREHTRERMERBEBATL
SEfERUR - FATEA MRS
PR RS R TE B B iR P B B R T A
Bl o FHEBIEHBESR LE
2 RETEREEEERZHKQMS) -
BT RB(MES) S 2 HEB RE:
BRIWERESDTBE AL WEAT
EEHBRE  RIHEEEE R
BEECBERHER  BRABEEES
MEA BB - IRFERE - THBTH
TR TRETEEZAE R WHAKTA
EEBREFEENE(LEZAPP » BRRME
DAEREEEREAR(C - 122 - B
Fo] PR R AR 3 SR AT FH AR+ 3BIBAIR
MEAERACIEELR - WBELSERT
{EE R - LBERFHERBE30% °

EEEN WK (&)
MANAGEMENT DISCUSSION AND ANALYSIS (continued)

The Group has expedited its upgrading of intelligent manufacturing,
and made constant enhancement of its automation, quality and
efficiency. CR Sanjiu and Dong-E-E-Jiao were both selected as
the “Intelligent Manufacturing Pilot Demonstration Factory” by MIIT
in 2021, establishing themselves as benchmark projects for the
intelligent manufacturing of pharmaceutical industry. During the
Reporting Period, Phase | of CR Sanjiu Energy Project Management
System (PMS) was launched. CR Sanjiu’s TCM Formula Granules
Intelligent Manufacturing Application Project, Chinese Patent Medicine
Preparation Digitalised Workshop Application Project, TCM Injection
Industry Chain Digitalised Manufacturing Technology Construction
Project were accepted by the MIIT, and its technical applicability
research and whole-process quality control system construction
project were accepted by the Ministry of Science and Technology.
CR Double-Crane accelerated the process of promoting business
online, conducted planning and implementation of a number of
business systems such as Quality Management System (QMS)
and Manufacturing Execution System (MES), and successfully
realized the linkage upgrade of production, sales and logistics. In
addition, it has successfully piloted the construction of Double-Crane
automated workshop for APIs in Shangqiu by applying industrial
Internet technology, and enhanced its production capacity through
big data algorithm analysis combined with optimized management.
CR Jiangzhong has completed the implementation of equipment
management system, developed a quantitative assessment APP
with business characteristics, and realized the visualization and
standardization of equipment and spare parts management. Dong-
E-E-Jiao actively promoted the upgrading of equipment and
technologies, and realized the digitalised quality inspection upgrading
of Taohuaji production line and Ejiao production line through
application of the Al technology, increasing the labor efficiency by
more than 30%.
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In December 2021, the MIIT released the list of 2021 green
manufacturing enterprises, on which, CR Zizhu Beijing Preparation
Factory was enlisted as a national-level green factory, CR Double-
Crane Beijing Industrial Park and Anhui CR Jinchan Pharmaceutical
Co., Ltd., a subsidiary of CR Sanjiu Holdings were both enlisted as
green supply chain management enterprises, and several subsidiaries
of the Group were enlisted as green manufacturing enterprises,
proving that the overall sustainable development concept of the
Group has been recognized by the state. In the same month, Sina
Finance ESG Rating Center and CCTV-1 “The Growing of the
Great Brand” jointly released the first list of “Top 500 Chinese ESG
Enterprises”, on which the Group ranked No. 53, and its subsidiaries
CR Sanijiu and Dong-E-E-Jiao were both enlisted, demonstrating
that the Group’s sustainable development competitiveness had been
recognized by authoritative organizations. In addition, based on the
outstanding performance in the field of toxic emissions and waste
control, the management level improvement and continuous effective
supervision in the field of product safety and quality, the expansion
of emerging markets in the field of healthcare by multiple measures,
and the proactive updating of data highlights and substantial progress
through Sustainability Report and MSCI-ICP (Issuer Communications
Portal) database, the Group’s sustainable development level was
comprehensively improved during the Reporting Period, thereby
upgrading the Group’s MSCI-ESG rating from BB to BBB for the first
time, showing the capital market’s affirmation and confidence in the
Group’s sustainable development performance.
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MANAGEMENT DISCUSSION AND ANALYSIS (continued)

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$2,070.6 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, 4 State-certified enterprise
technology centers and 20 research centers certified by provincial and
municipal authorities, as well as post-doctoral research workstations
with a R&D team comprising 1,280 staff members.

The Group conducted continuous refinement of its R&D mechanism,
established a market-oriented talent introduction mechanism
and the mechanism for training of talents at different levels, and
strengthened the introduction of leading talents. In 2021, Dr. Yang
Jianguo and Dr. Wu Tao joined CR Biopharm. Dr. Yang Jianguo,
previously a research scientist at the School of Pharmacy, University
of lllinois, a biochemist at Abbott, a senior scientist at AstraZeneca
and the chief scientist at Sanofi, who joined CR Biopharm as the
chief strategic development officer, will help the Group to strengthen
its R&D capabilities and promote external cooperation. More than
20 years of working for well-known companies such as Microchip,
Kelun, Johnson & Johnson, and GlaxoSmithKline has accumulated
Dr. Wu Tao rich drug R&D experience, abundant industry resources,
profound project management experience and outstanding R&D
and planning capabilities. He is familiar with the R&D management
models and team operation methods in multiple product fields,
and regarded as a leader in the R&D of macromolecular antibody
drugs with strategic thinking and practical results, so his entry into
CR Biopharm as the chief scientific officer will help the Group to
strengthen its R&D capabilities. In addition, the Group established
and improved its mechanism for introduction of external experts, and
actively introduced experts and leading talents in the industry. During
the Reporting Period, the Group hired external experts in the fields of
oncology, immunity, ophthalmology, and gynecology, etc., and issued
the External Expert Certificate of CR Pharmaceutical Technology
Innovation. In the future, the Group will consistently introduce leading
talents in the industry, strengthen the team of external experts, and
continuously promote the innovation, transformation and sustainable
development of the Group.
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As of 31 December 2021, the Group had more than 200 ongoing new
product R&D projects, including more than 70 new drug projects,
mainly involving tumor and immunity, metabolism and endocrine,
respiratory system, blood, angiocarpy, TCM classic prescription and
other fields. During the Reporting Period, clinical trials were approved
for intravenous immunoglobulin (10%) and NIP 142, a Class 1 new
drug for non-small cell lung cancer, among which the approval of NIP
142 clinical trial established an important milestone for the R&D and
construction of the Group’s tumor pipeline; application for production
registration were submitted to NMPA for 23 products including
Tenofovir Alafenamide Fumarate Tablets, lbuprofen Suspension,
Urapidil Hydrochloride Injection, and Apremilast Tablets, etc. In
addition, production approvals were obtained from NMPA for 10
products, including Tracing Injection of Mitoxantrone Hydrochloride,
Medium and Long Chain Fat Emulsion Injection, Linezolid Tablets,
Moxifloxacin Hydrochloride Eye Drops, Dienogest Tablets, Amlodipine
Besylate and Atorvastatin Calcium Tablets, and Sildenafil Citrate
Tablets, etc., in a further diversification of the product portfolio of
the Group’s pharmaceutical manufacturing business. Levetiracetam
Tablets (0.25g) have been approved for supplemental application
of drug. This approval is a further supplement to the specifications
of Levetiracetam Tablets, which is conducive to improving the bid-
winning probability and increasing market share of Levetiracetam
products.

During the Reporting Period, the Group made significant progress in
the research and development of a number of Class | small molecule
chemical drugs and innovative drugs. NIP142, which is used to
treat non-small cell lung cancer, has been approved for clinical trial,
and has started Phase | clinical trial. It is currently in the forefront
of research and development progress of similar targets in China,
and has the potential to be “best in class”. NIP292, which treats
idiopathic pulmonary fibrosis, is the second oral ROCK inhibitor to
enter clinical research in the world. The Group has global intellectual
property rights and has been certified as an orphan drug by FDA of
the United States. This project has been selected as “National Major
Scientific and Technological Project” and “Beijing Key Innovation
and Research and Development Project of Medical Health”. During
the Reporting Period, Phase | clinical single-dose climbing test has
been completed, and the test results indicate optimal. NIP046 is
designed for a variety of innate immunity diseases, ranking the top
in research and development progress of similar targets in China.
During the Reporting Period, Phase | single-dose climbing test was
nearly completed, indicating good safety and tolerance. In March
2002, NIPO03, a new generation of anticoagulant, received a notice of
approval for clinical trial of drugs issued by NMPA, giving approval to
the clinical trial for the prevention of arteriovenous thrombosis.NIPO03
is a novel FXla inhibitor with global intellectual property rights. At
present, there is no drug for the same target points available at home
and abroad. NIP001, a Class | new drug in blood field, has been
approved for clinical trials.
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MANAGEMENT DISCUSSION AND ANALYSIS (continued)

During the Reporting Period, the Group accelerated the establishment
of its presence in original biological drugs, modified innovative
drugs and biosimilar drugs to balance the medium and long-
term R&D risks and values of the ongoing research projects. At
present, the biopharmaceutical business has three listed products
(Baijieyi, Ruitongli and Jialinhao), all of which have been included
in the National Reimbursement Drug List. As at the end of the
Reporting Period, the Group had 14 biological drug projects under
development, 11 of which were new biological drugs, focusing on
anti-tumor, immunity , endocrine and other therapeutic fields. The
research on the new indications of Ruitongli for treating acute stroke
has entered the Phase lll clinical trial stage, and the clinical research
on the new indications for treating acute pulmonary embolism has
been confirmed as a confirmatory clinical trial through communication
with NMPA. During the Reporting Period, Phase | clinical trial of Class
| biological new drugs in blood field has been completed, and Phase I
clinical trials have been officially launched.

The Group attaches great importance to promoting the consistency
evaluation of the quality and efficacy of generic drugs. As at the
end of the Reporting Period, 64 projects had been earmarked for
consistency evaluation, while more than 30 projects had undergone
bioequivalence clinical trials, among which application for Mannitol
and Sodium Chloride Injection, Allopurinol Tablets, Folic Acid Tablets,
Levonorgestrel Tablets/Levonorgestrel and other varieties had been
completed. During the Reporting Period, eight products including
Extended Release Nifedipine Tablets (ll), Lrbesartan Dispersible
Tablets, Sodium Valproate Tablets, Fluconazole and Sodium Chloride
Injection and Enalapril Maleate Tablets, passed the consistency
evaluation, as the Group became the first domestic manufacturer to
have passed the evaluation for Lrbesartan Dispersible Tablets and
Zopicloue Tablets.

In March 2021, the “Medical Effective Substances of llex Medicinal
Plants and Kudingcha and Their Effects in Ganmaoling” jointly
declared by CR Sanjiu, and Peking University, Shenzhen University,
Beijing University of Chinese Medicine, etc., won the first prize of
Science and Technology Progress Award issued by the Ministry of
Education.
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During the Reporting Period, in addition to the improvement of the
existing R&D technology platform, an early-stage R&D platform for
new small molecule drugs and antibody drugs has been completed.
The small molecule innovative drug R&D platform had covered all
key technologies for the preclinical and early clinical development
stages of small molecule new drugs and formed fully proprietary R&D
capabilities, and a R&D technology platform for peptide drugs and
biochemical drugs has been obtained through merger and acquisition.
In December 2021, CR Pharmaceutical Shenzhen R&D Center was
officially put into operation. The Center has two R&D platforms for bio-
innovative drugs and chemical innovative drugs. The bio-innovative
drug R&D platform is mainly dedicated to the new drug design and
molecular construction of Al technology empowering monoclonal
antibodies, double antibodies, nanobodies and polypeptide drugs,
and the development of CMC varieties of yeast expression system, as
well as the establishment of differentiated competitive advantages of
products. The chemical innovative drug R&D platform focuses on new
targets in major diseases such as tumor and autoimmunity, integrates
target discovery, AIDD/CADD, compound synthesis, drug screening
and optimization, etc., and strives to become a domestic first-class
R&D platform for small molecule innovative drugs. In January 2022,
National Institute of Pharm R&D successfully received the national
high-tech enterprise certification.

During the Reporting Period, the Group continued to diversify and
optimise its innovative R&D pipeline through full use of external
resources, exploration of innovative R&D models, proactive response
to national strategies, active exploration of cooperation with national
innovation highlands and top biotechnology companies, research of
cutting-edge technologies, development of original products, and
authorized introductions and industry-academia-research alliances, in
an active effort to enhance external innovation and cooperation.

In July 2021, CR Double-Crane and Ningbo University established
Joint Innovation Institute and Academician Zhao Yufen Work Station,
which is principally engaged in the coordinated R&D on innovative
polypeptide drugs with a special focus on peptide drug conjugate,
peptide drug for respiratory distress treatment, polypeptide separation
and purification and its higher order structure characterisation. The
research was based on the screening of lead compound, whereby
target compounds with development value were identified, followed
by foundation research focused on drug developability, manufacturing
and preparation technology and commercialisation.

In September 2021, a joint laboratory for innovative crystal drug
research was jointly established in Beijing by CR Double-Crane
and the Institute of Materia Medica, Chinese Academy of Medical
Sciences. Through the operation of the joint laboratory, the close
cooperation and complementary advantages formed between the
enterprise and the scientific research institute will further strengthen
the Group’s capabilities in crystal form R&D of innovative drugs.
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MANAGEMENT DISCUSSION AND ANALYSIS (continued)

The Group participated in the construction of the National Center
for Cardiovascular Diseases with innovative medical projects and
technologies as the carrier. While acquiring projects and technologies,
the Group conducted planning and development together with a
group of top experts. In November 2021, the Group signed a strategic
cooperation agreement with Fuwai Hospital, Chinese Academy of
Medical Sciences. The Group will focus on cardiovascular disease
prevention, R&D of molecular targets and typical drugs, original
(implantable) devices and equipment, key technologies for clinical
consultation and treatment, as well as strategic cooperation on critical
technical issues such as the construction of an intelligent information
platform that are related to the overall, advanced, and applicable
clinical needs in the field of public health, and jointly promote the
construction of national medical center, in order to open up new
channels for the Group to obtain innovative products.

During the Reporting Period, the Group signed the strategic
cooperation agreement with China Resources Research Institute
of Science and Technology and the Global Health Drug Discovery
Institute. In the future, we will jointly explore the establishment of an
open and innovative drug R&D cooperation model, and carry out
cooperation in such aspects as cooperative development of new
drugs, technical services and commissioned development, seeking
government resource support, talent training and exchanges, etc.

In November 2021, CR Pharmaceutical signed a strategic
cooperation agreement with MingMed Biotech, and held a ceremony
for appointment of external scientific innovation experts. In the future,
the Group will carry out in-depth cooperation in research, production,
sales, etc. to achieve mutual benefit and win-win by integrating mutual
advantageous resources.

In June 2021, Respirent Pharmaceuticals Co., Ltd. which is jointly
owned by CR Sanjiu and CR Pharmaceutical Industry Fund,
submitted an ANDA application for Advair Diskus generic drug to the
US FDA. The application has been admitted by FDA and is currently
in the vetting process. As a product type that had not more than three
similar counterparts, the application was given the status of priority
review by FDA. Salmeterol Xinafoate and Fluticasone Propionate
Powder for Inhalation is a high-end generic drug for Advair® Diskus®
of GSK used for maintenance therapy of asthma and airflow blocking
and reducing acute exacerbation of chronic obstructive pulmonary
disease (COPD) for patients aged four or above. CR Sanjiu obtained
the China region dealership for Salmeterol Xinafoate and Fluticasone
Propionate Powder for Inhalation after its launch, which will help to fill
up CR Sanjiu’s void in the inhaler segment.
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In July 2021, CR Double-Crane obtained exclusive authorization
from U.S. company Novita for the development, production and
commercialisation of NP-G2-044 fascin protein inhibitor, a new
target medicine, in Greater China (Mainland China, Hong Kong China,
Macau China and Taiwan China). As the world’s first molecular
fascin inhibitor, NP-G2-044 can effectively curb the protein function
of fascin, thereby lowering tumor invasion and blocking tumor
metastasis. Having completed Stage | clinical trial in the United States
and currently being prepared for Stage Il clinical trial, this chemical
compound is a prospective oral medicine for controlling tumor
metastasis that could fill the void in tumor metastasis therapy field.
At present, the IND application of this project has been admitted in
China.

In October 2021, CR Double-Crane and Ligand Pharmaceuticals
from the United States reached an agreement to jointly develop a
new oral small molecule drug project for the treatment of COVID-19.
This project is a RNA polymerase inhibitor discovered using Ligand’s
BEPro technology and is currently in the preclinical research stage. In
the future, CR Double-Crane will obtain the exclusive rights to develop
and commercialise this drug in major Asian regions. BEPro technology
is the latest generation of prodrug technology developed by Ligand,
which is suitable for improving the efficacy of oral administration of
nucleoside antiviral drugs. The antiviral drugs developed by BEPro
technology have the characteristics of good oral bioavailability and
improved lung drug concentration, which has potential clinical value
for the development of small-molecule oral drugs for the treatment of
COVID-19.

During the Reporting Period, a number of ongoing research projects
licensed-in by CR Sanjiu progressed smoothly. QBH-196, a new
Class | small-molecule targeted anti-tumor drug introduced from
Shenyang Pharmaceutical University in 2019, has started Phase
| clinical trial. The new drug ONC201 for H3K27M mutant glioma
introduced from Oncoceutics, Inc. at the end of 2020 is currently in
an accelerated process for the registration application in China.

In March 2022, CR Biopharm and Ab Studio Inc., an US company,
reached an exclusive cooperation regarding the neutralizing antibody
project ABS-VIR-001 against Covid-19, and CR Biopharm obtained
the authorization for the development and commercialization of the
project on a worldwide basis.
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MANAGEMENT DISCUSSION AND ANALYSIS (continued)

Pharmaceutical Distribution Business

As for pharmaceutical distribution business, the Group has
strengthened its professional capabilities in equipment distribution
business, through integrated management of supply chain, active
participation in centralised procurement, expansion of product
categories and upstream resources, enhancement of market access
capabilities, comprehensive promotion of digitalisation transformation
and upgrading, establishment of its presence in Internet medical
business, and constant optimization of its business structure, with an
aim to implement regional development strategy.

During the Reporting Period, the Group’s pharmaceutical distribution
business generated segment revenue of HK$199,125.4 million,
representing an increase of 17.9% compared with that for 2020.
The gross profit margin of the distribution business for 2021 was
6.2%, representing a decrease of 0.9 percentage point as compared
to the same period of last year, which was mainly attributable to
the decrease in revenue from export of anti-pandemic supplies,
which had a higher gross profit margin, following the easing of the
pandemic.
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The Group comprehensively promoted digitalisation transformation,
expedited the transformation of its medical business through
Internet innovation, and established its presence in the new track for
“Internet+” business. During the Reporting Period, the Group built
a vertical operation service system (COE) for precision medicine for
special diseases/rare diseases, and the “Run Xiaoyi” centralised digital
platform, to provide a full range of patient care solutions for special
disease/rare disease patients, and provide customized patient care
plan for upstream customers. Commercial insurance projects "Meirun
Care” (35)H7812) and “Purun Care*(% B 1%) made a breakthrough in
transforming the profit model into service fee charges, serving 12,000
patients and generating over RMB75 million in service fees. The
Group constantly upgraded the cooperation and innovation model
with first-class hospitals, intervened in hospital value services by
agency construction and operation, and realized the contract-signing
and implementation of the country’s first science and technology
innovation center (SCITech) in Shandong Provincial Hospital, which
brought about the rapid application of new medical technologies
through the hospital-enterprise cooperation model characterised
by “industry, academia, institute, finance and application”. The
Group and CR Medical jointly built a digital medical technology
company to obtain proprietary Internet hospital license, and launched
in joint venture the “Jiangong Hospital” Internet hospital project
which allowed multi-point medical practices. Meanwhile the Group
cooperated with upstream pharmaceutical enterprises in projects
such as “scientific laboratory construction and clinical competence
enhancement” and undertook the online consultation business of
CR Medical. The Group signed establishments on in-depth strategic
cooperation with companies such as Immunotech and LinkDoc
Technology (Beijing) Co., Ltd., and expedited strategic cooperation
on technological innovation platform, center for Internet medical
care and digitalised COE innovation for special diseases, etc. During
the Reporting Period, CR Pharma e-Store, the Group’s B2B online
platform, covering 28 provinces, recorded a transaction amount of
RMB28.5 billion during the year, with a year-on-year growth of 14%,
and accumulated 48,000 active customers and 1.17 million orders.
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MANAGEMENT DISCUSSION AND ANALYSIS (continued)

In 2021, the Group constantly improved its supply chain capacity,
established a supply chain management center, continuously
improved its ability to coordinate and obtain product resources,
strengthened the construction of integrated drug procurement and
sales nationwide, and reinforced the supply chain integration from
import to patients. In addition, the Group entered into strategic
cooperation with a number of internationally renowned enterprises
and secured national general distributorship, strategic distributorship
and import agency for several major products. During the Reporting
Period, the Group’s centralized procurement increased 15% vyear-
on-year. This contributed to the further enrichment of the product
portfolio of the Group’s distribution business in tumor treatment, blood
products and testing and analytical instruments. Using central market
access, omni-channel coverage, innovative payment and patient
services, etc., the Group tapped and met the new needs of upstream
manufacturers’ strategic transformation, by introducing more than
30 new innovative drugs throughout the year, with acquisition rate of
centralised procurement varieties exceeding 60%. A large system for
management and control of medical business, the Group’s presence
in grassroots chronic disease market, and the capabilities in academic
promotion in subdivided business areas such as chronic diseases
centered on county patients were established, and a differentiated
competition pattern was formed, with relevant sales increasing by
more than 40% year-on-year. In the meantime, the Group actively
developed capabilities for customs import service and registration
tests, and established Hainan port for increasing cooperation with
high-calibre international partners to enhance the import of different
product types. The annual sales of imported products amounted to
approximately RMB12.7 billion, and 17 new products were introduced
(including the general distributorship for import of 3 medicines, 7
medical devices and 5 Great Health varieties). The Group has also
started cross-border cooperation with Mitsui to drive international
business development.
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During the Reporting Period, the Group advanced the specialisation of
its medical device distribution business with vigorous efforts through
the further optimisation of its business structure, the establishment of
nationwide specialised platforms, specialised product lines, specialised
service companies and specialised medical device headquarters, with
the establishment of independent medical device companies in 17
provinces, while continuing to pursue in-depth development of key
segments such as orthopedics, interventional supplies, IVD in vitro
diagnostics and general supplies. In addition, the Group continuously
enhanced its capabilities in professional marketing of product lines,
established 14 orthopedic sub-warehouses in Guangdong, Jiangsu,
Shandong and other provinces, and set up professional marketing
organizations in 14 regions. During the Reporting Period, the Group’s
medical device distribution business reported sales revenue of
approximately RMB21.7 billion, representing an increase of close to
10% as compared to the same period of last year. The Group actively
extended its medical device business to the production side. During
the Reporting Period, China Resources (Beijing) Medical Device
Supply Chain Management Co., Ltd. was established through joint
venture, as a professional orthopaedic platform company. In addition,
the Group established professional platforms for orthopedic product
line nationwide, and provided integrated value chain services, which
established its leader position in orthopedic subdivision market
segment. A technology company in Shanghai was established to
focus on holding the license for marketing or obtaining the right of
import agency of device products, and transform from a distributor to
a manufacturer with the rights of product production, pricing, sales,
logistics and regional agency, as well as a bridge for domestic and
foreign technology interworking. In the meantime, the Group further
enhanced its innovative service capability for device business. During
the Reporting Period, 42 intensive service projects for hospitals
were established, and supply chain management (SPD) services for
pharmaceutical devices were provided. 12 new regional inspection
centers and inspection departments were jointly established.

In addition, the Group implemented a regional development strategy,
created a number of key regional markets, and met the requirements
for specialised promotion for medical specialties and treatment of
broad chronic diseases in the primary market, through continuous
improvement of its academic capabilities and innovation of digitalised
marketing, with an aim to increase the terminal market share. 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 more than 130,000
clients, including 9,421 second- and third-class hospitals and close to
70,000 grass root medical institutional clients.
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MANAGEMENT DISCUSSION AND ANALYSIS (continued)

The Group consistently strengthened the construction of an
integrated, specialised, large-scale and standardised modern
logistics system, promoted the integrated operation of its logistics
nationwide from aspects including regularity and standardisation of
cost accounting and operation indicators, and improved its logistics
capabilities and effectiveness through strategic cooperation with
various parties. As at the end of the Reporting Period, the Group’s
distribution business had 208 logistics centers, with main warehouses
in Beijing and Shanghai, which are responsible for the drug distribution
during the Beijing Winter Olympics, and capable of the storage and
distribution of temperature-controlled drugs throughout the nation,
as well as business data feedback and the transmission of purchase
orders via the proprietary smart logistics platform ILP, integrated
WMS, TMS and cold chain systems, allowing the Group to provide
end-to-end management of vaccines, blood products and other
products requiring specific temperature control. In the meantime,
the Group commenced a special digitalisation project for its logistics
platform to integrate logistics resources through digitalisation and
intelligentisation, as well as to provide digitalised and visualised third-
party logistics service to manufacturers and other clients. During
the Reporting Period, CR Pharma Comm'’s revenue from third-party
logistics business increased by nearly 23% year-on-year.

Pharmaceutical Retail Business

In the pharmaceutical retail business, the Group improved the supply
chain system, enriched and optimized business categories, promoted
digitalisation transformation, actively expanded online business,
strengthened the construction of an integrated operation system
and the development of new retail business, to foster competitive
strengths in terms of standardisation, differentiation and specialisation.

During the Reporting Period, the Group’s retail pharmaceutical
business recorded revenue of HK$7,605.2 million, representing
an increase of 17.6% compared with that for 2020, mainly due to
faster growth in revenue from the high-worth drug direct-to-patient
(“DTP”) business. The Group’s DTP business achieved revenue of
approximately RMB4,315.2 million in 2021, representing an increase
of approximately 12.7% year-on-year. The gross profit margin of the
retail business was 9.2%, representing a decrease of 1.1 percentage
points as compared with the same period of last year. The decrease
in gross profit margin was attributable to the increase in the weighting
of revenue from DTP business which had a lower gross profit margin.
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The establishment of the “dual-channel” management mechanism
for negotiating drugs for inclusion in National Reimbursement Drug
List further accelerated the outflow of prescriptions, and put forward
higher requirements for the professional service capability and
drug management level of retail pharmacies. Designated medical
insurance resources were tilted towards premium pharmacies,
contributing to the further accelerating concentration of the retail
market. During the Reporting Period, the Group vigorously expanded
the network of specialty pharmacies for the DTP business, to seek
“dual channel” qualification, and made preparations to undertake
the outflow of prescriptions. More than 20 new DTP varieties were
introduced, and infusion centers were established in nine cities
including Jiangsu, Guangdong, Jilin, etc. During the Reporting Period,
the Group established 9 pharma-diagnosis-healthcare complexes
in Jiangsu, Zhejiang, Wuhan, etc., aiming to provide customers with
comprehensive services such as intelligent inspection and test, online
consultation and chronic illness management, among others. As of
31 December 2021, the Group had a total of 801 self-operated retail
pharmacies, including 211 DTP specialty pharmacies (including 87
“dual channel” pharmacies).

The Group continued to enhance the fostering of specialised
capabilities and standardised control in store operation and
management in a persistent effort to build standardised and high-
quality pharmacies. The backstage integrated operation of retail
pharmacies has been initially formed, including membership
management system, online mall, DTP system, ERP system upgrade,
etc. CR drugstores accounted for 34 places in the “2020-2021 Top
100 Standalone Pharmacies in China”, a nearly two-fold year-on-year
increase in the number of stores making the list. In the latest league
table of domestic top 100 pharmacies in terms of revenue per ping,
CR drugstores took all top three spots.



RISHEERERRERNERT2EE
BETEIEBRE NERERMR -
AEBRGHEEHF(CEL  ZRHT
BEEFE  WRLREHARERYE
R HRHEBRERMNEADE
BE| - TEABERTLHEARSE

Jrt:c)

2R °

FILESFMARNE  BETEIL
5 I ¢

WEHRER - AEBZX TBARIEEREY
BB g —TE-—F1+ 7 IhEER
ST - —FREIER BB R (EREET
) - IR TR ENE SRR HIEAR ZE630&E M ¢
A B T8 A S A AR AN 42%863,0008
fEEI1.0% c —E-—F+=-F > TH="2R
E-T - —FREIEREZLB A (ER)
BT B SRR IR Z=978.98 A% - 157
BB A SR A B AR EEEI7,8908 LAY
1.0% —E-—F+_-F  FHEBLALHR
DERBERHN A LEQRRGD - DEE
BB BAREA3,169.508 7T @ BIERN
D AR E RSB E - AEBETZ
RARIESEAENE R TBIHHEES
SEBABURZLERET - BARELE
2RE BENRIRBIORES) - E—Fx
ZNRPAEEE > o HABKLE THER
1 FHAISEARNRREREZRHES
BIFHRS| - REFIBENEFEIEH M2 O
MET BN ALEBTRFELR AR
AR E R o

BEAN - ERAEYERABBRBEE  R=F
ZF T AERBETHARRE  BAE
—HALMBRERE 2 —FAIEZEETX
RREBIRIREA - AmBERARERLE
Y EE PR HEE R E GRS EAE
/R MRIIFERE - REERE LA FREH
fBLRl - B BRERMBRI - £ERHAE
REEDEE  EDEMERFH LT - RE
ERTEEZFHHAREE  RAKEITES
RASIZE -

EEEN WK (&)
MANAGEMENT DISCUSSION AND ANALYSIS (continued)

The pandemic has propelled the penetration increase of Internet-
based medical consultation services, while the “Internet+”
development of the pharmaceutical industry was gaining pace. The
Group actively promoted digital transformation, built a new platform
for retail operation and explored new servicing models through joint
ventures with competent partners. “Run Yao Bao (EZ:E)”, an
exclusive product for patients’ benefit, was launched to establish four
major patient-centric service regimes.

DEEPEN MIXED OWNERSHIP REFORM, AND
IMPLEMENT MARKET-ORIENTED INCENTIVE
MECHANISM

During the Reporting Period, a number of subsidiaries of the Group
promoted the implementation of equity incentive plans. In October 2021,
Jiangzhong Pharmaceutical announced the 2021 Restricted Stock Incentive
Plan (Revised Draft), which proposed to grant 6.3 million restricted shares
to the incentive objects, accounting for 1.0% of the 630 million shares of
the company’s total share capital upon the announcement of this incentive
plan. In December 2021, CR Sanjiu announced the 2021 Restricted Stock
Incentive Plan (Draft), which proposed to grant 9,789,000 restricted shares
to the incentive objects, accounting for 1.0% of the 978.9 million shares of
the company’s total share capital upon the announcement of this incentive
plan. In December 2021, CR Double-Crane announced that it intended to
repurchase the company’s shares in a centralized bidding transaction. The
total repurchase funds will not exceed RMB431,695,000. The repurchased
shares will be used to implement an equity incentive plan. The equity
incentive plans implemented by a number of companies under the Group
are mainly aimed at directors, supervisors, senior management and core
employees, which is conducive to establishing a sound, continuous and
stable long-term incentive and restraint mechanism, further improving
corporate governance structure, and fully mobilizing the enthusiasm of core
employees, so that their benefits are more closely integrated with the long-
term development of the company, and it can better attract, retain and
motivate outstanding managers and core technical staff, which will help the
Group achieve sustainable development and bring returns to shareholders.

In addition, as a pilot enterprise for “Exemplary Scientific Reform Actions”,
CR Biopharm, completed A round financing of several hundred million
Yuan in December 2021, and Cowin Capital, among the first batch of
well-known domestic investment institutions in China, officially became
an strategic investor of CR Biopharm. This round of financing helps CR
Biopharm to expedite the launch of the products under research, through
comprehensive and rapid impelling of its R&D pipeline, broadened presence
in biopharmaceuticals, accelerated project approval, focused on tumors
and autoimmune antibodies and advantageous fields, focused development
of antibody technology, and entry into the field of vaccines, in an effort to
provide patients with more and better treatment options and create a new
development engine for the Group.
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OUTLOOK AND FUTURE STRATEGIES

The “14th Five-Year Plan” is a critical period for the nation’s new journey
in the comprehensive development into a modernised socialist country, as
well as a crucial period for the transformation, upgrade, phasing-out and
innovation of the pharmaceutical industry. Fully leveraging this important
period for industry consolidation, the Group will seize opportunities and
establish its presence at vantage points to open up new frontiers amidst
an evolving landscape in tandem with the trend. With ongoing efforts to
reinforce our fundamentals and cement our industry position, the Group
will accelerate innovation and transformation to enhance the quality of our
development. R&D investment will be increased to strive for breakthroughs
in innovation; stronger efforts will be made in external merger and acquisition
with a special focus on reinforcing, complementing and strengthening
our business chain; internal improvement will also be emphasised to
enhance the quality of development; the development of digitalisation and
intelligentisation capabilities will be strengthened and model innovation will
be encouraged to enhance management efficiency; risk control measures
will be fortified to ensure stable operations and provide a solid foundation
for developments during the “14th Five-Year Plan”.

1. To increase effort in R&D innovation, expedite development of
key regional innovation R&D platform and enhance capability
in innovation R&D

The Group will seize sound opportunities presented by the national
development of pharmaceutical innovation to achieve breakthroughs
in 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:

1) In connection with R&D investment: To substantially increase
the Group’s total R&D investment as a proportion of revenue.
Regarding the direction of R&D investment, the development
of innovation platform capabilities will be strengthened on the
one hand, such as further improving the construction of R&D
platforms for chemical drugs and innovative biopharmaceuticals
and advancing the construction of the TCM innovation platform.
Meanwhile, the Group’s product pipelines will be diversified as
the Group steps up with developments in anti-tumor, immunity
and cardiovascular drugs. The development of products such
as antibody, vaccine and recombinant protein will be a major
focus.
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MANAGEMENT DISCUSSION AND ANALYSIS (continued)

In connection with the construction of innovation platform:
Leveraging the nation’s regional policies and resource
advantages, mature-different-frontier and other types of
innovation R&D platforms built in Beijing-Tianjin-Hebei,
Yangtze River Delta Region, the Greater Bay Area, Hainan
and other places, to enhance the overall R&D capabilities. The
construction of an innovation R&D platform for chemical drugs
and biopharmaceuticals will be accelerated in Guangdong-
Hong Kong-Macao and Yangtze River Delta Region, the
construction of a TCM innovation platform will be advanced
at a faster pace, and capabilities in innovation R&D will be
enhanced. High-end preparation technology, sophisticated
synthetic technology and products with special packaging will
be developed. A platform of differentiated technologies for
products such as oral sustained-release preparation, inhaler
and emulsion injection preparation will also be built.

In connection with innovation incentive mechanism: To
develop a market-oriented incentive mechanism that will
enhance the effect of appraisal and incentive, with a special
emphasis on the development of innovative capabilities and
the commercialisation of innovative efforts. As a pilot enterprise
for “Exemplary Scientific Reform Actions”, CR Biopharm will
promote follow-up financing plans in good time, introduce well-
matched strategic investors which share the same goals and
offer significant synergies to increase the efficiency of capital
allocation and corporate operation.

In connection with project introduction: To consistently diversify
our internal innovative product pipeline, enhance external
cooperation as well as strengthen R&D cooperation with
national leading R&D institutions based on the model of “self-
innovative research + introduction”, to help solve the country’s
“bottleneck” problems such as drugs, and undertake national
strategic needs. The Group will strengthen the development of
industry-academia-research alliances with top-notch domestic
and international R&D institutions, such as National Center for
Nanoscience and Technology, Tsinghua University, Nankai
University and other leading scientific research institutions, to
forge long-term, comprehensive cooperation with a strong
focus on technology R&D, commercialisation, resource sharing
and talent training for the advancement of project cooperation
and commercialized application. The Group’s ability to integrate
resources for innovation will be further enhanced. Dong-E-E-
Jiao strengthened research on Ejiao-like fast-moving consumer
goods and personalized paste recipes with focus on customer
needs, so as to provide high-quality product support for the
extension and exploration of the company’s business. CR
Double-Crane has established multiple pipelines of innovative
drug projects through self-research and business development.
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MANAGEMENT DISCUSSION AND ANALYSIS (continued)
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5) In connection with R&D teams: To place a stronger emphasis
on innovation R&D in talent recruitment and training, with a
view to the rapid enhancement of R&D capability through
the recruitment of high-calibre personnel and merger and
acquisition of R&D teams. A talent development regime
compatible with the Group’s business development planning
and innovative enterprises will be developed. The talent supply
mechanism will be facilitated through two approaches, namely
“external recruitment + internal training”. We will step up with
the acquisition of high-calibre R&D technical personnel, with a
special focus on chief scientists, professional leaders, etc., and
strengthen the acquisition of technical experts in drug discovery
and clinical program formulation, etc.

To expedite investment in merger and acquisition in order to
seize opportunities presented by deepened industry reform
and enhance our presence in innovation and high growth areas

External mergers and acquisitions have always been one of the
key engines of the Group’s rapid development. Seizing the historic
opportunity presented by the Chinese pharmaceutical industry with
the increasing concentration, the Group will accelerate its merger
and acquisition. In the pharmaceutical manufacturing business, the
Group will aim to consolidate premium resources in the industry with
a special focus on corporate goals in consumer healthcare (CHC),
biopharmaceuticals and innovation drugs, as well as exclusive
product categories or competitive categories with higher technological
thresholds, such as specialty generic drugs. In the pharmaceutical
distribution and retail businesses, we will focus on medical devices,
retail and new retail businesses, improve management efficiency
leveraging digital empowerment, and explore model innovation, with
a special emphasis on merger and acquisition and platform building
in relation to leading enterprises with a top status in the relevant sub-
segments and key product lines.

The Group will accelerate its merger and acquisition and continue to
increase and enhance its merger and acquisition investment in areas
such as innovative drugs, biopharmaceuticals, vaccines and medical
devices to accelerate its presence in new fields. Taking CR Boya Bio-
pharmaceutical as a platform, we will expand and strengthen the
blood products platform through self-establishment of blood stations
and merger and acquisition of other targets in the industry, build a
platform for vaccine industrialization, further expand the presence in
cell therapy industry, and explore fields such as medical devices and
medical beauty.
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MANAGEMENT DISCUSSION AND ANALYSIS (continued)

At the same time, the Group will seek to establish our presence in
new technologies commanding high growth through a diversified
range of investment means. The Group will hold projects with
strategic value and performance contribution value, and establish
presence in innovation tracks by seizing qualitative resources through
strategic equity participation. By putting a special emphasis on
establishing presence in unclaimed areas with sound potential, the
Group will be able to incubate new business opportunities to form
synergy with existing business.

The Group will strengthen the construction of investment system and
post-investment management: a back-office of a large investment
team will be established, and post-investment evaluation will be
carried out through sound post-investment management system,
to strengthen the supervision on the operation of, provide support
and empowerment to, and incorporate culture into the invested
companies, thereby maximizing the value of project investment and
prevent investment risks.

To enhance the quality of internal development by facilitating
quality and efficiency enhancement and seeking a major uplift
in management standards with a view to sustainable healthy
development

In tandem with policy changes and structural market adjustments,
the Group will continue to optimise and drive the transformation and
upgrading of its business mix in active response to the impact of
such policies as centralised procurement and health insurance cost
control. The Group will benchmark against first-rate enterprises for
optimisation of corporate management regime and a major uplift in
management competence.

Normalisation of cost reduction and efficiency enhancement:
through a range of measures such as green low-carbon recycling
development, the Group will build an operational regime for green
production. The deployment of production capacity will be optimised,
whereby outdated capacity will be phased out. 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.
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Ongoing product mix optimisation: to stabilise cornerstone product,
while actively developing new products and expanding into new
businesses to diversify our product lines in continuous optimisation
of our business portfolio according to consumers’ requirements.
The Group will improve the Group’s 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 and medical
devices to foster new business growth niches. Active investigations
will be made in “+Internet” applications for the development of new
models, with a view to enhancing the Group’s overall supply chain
servicing capability and fostering core competitive strengths.

The Group will benchmark against first-rate enterprises for a
major uplift in management competence: Efforts will be made to
conduct comprehensive analysis on the best practices of first-rate
international enterprises, achieve comprehensive enhancement of our
management competence and business standard, optimise corporate
management regime, reinforce management foundation and
strengthen management innovation, with a view to achieving notable
improvements in overall management competence.

To drive reforms with effective outcomes and release business
vitality by seizing the opportunity presented by SOE reform

To deepen mixed ownership reform in an active and cautious manner,
introduce active strategic investors, promote the transformation of
operating mechanisms, improve capital allocation and operational
efficiency, and advance the mixed ownership reform of CR Biopharm.
To optimise business deployment and structure adjustments, actively
leveraging opportunities for cooperation in strategic reorganisation
and merger and acquisition among central enterprises, the central
government and local governments in areas such as blood products,
vaccines, bio-diagnostic reagents, innovative drugs and innovative
medical devices. To increase management efficiency by optimising
management control hierarchy, enhancing effort to reduce institutions
at the headquarters and streamlining and clarifying the powers and
responsibilities and subject and scope of operational control of
subsidiaries. To improve corporate governance structure, implement
the powers and responsibilities of the board of directors, and improve
the revision of supporting management regimes, with a view to
securing the exercise of powers and performance of responsibilities
by managers. In addition, to achieve breakthroughs in incentive
mechanism, by implementing medium and long-term incentives for
employees, building a more flexible incentive and restraint mechanism
for employees, mobilizing the enthusiasm, initiative and creativity of
core backbone employees, with a review to sustainable and healthy
development of the enterprise.
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MANAGEMENT DISCUSSION AND ANALYSIS (continued)

To improve the level of intelligentisation and digitalisation and
empower business transformation and development

In tandem with the development of digitisation and intelligentisation,
the Group will take intelligentisation and digitalisation as the new
driver and engine for the Group’s innovation, transformation and
development, promote the comprehensive digitalisation and
intelligentisation of the production and operation of the enterprise, and
transform and enhance traditional development power, to cultivate
new development power. The Group will digitally upgrade, transform
and reshape the core links and key elements of the industrial chain,
continue to explore intelligent and digital application solutions in the
R&D field, and improve the overall management level. Continuously
efforts will be made to improve quality and efficiency in production
through digital transformation, with a view of rapid development
towards intelligent manufacturing, optimisation of supply chain
process and enhanced customer experience. The construction of
platform in new retail will be strengthened, to mine data value and
improve customer interaction and demand insight. The application
of the Internet in medical care and medicine, etc., will be explored
to help improve the overall innovation and development capability,
customer service capability and business management capacity of
enterprises, boost the modernization level of the industrial chain and
supply chain, and promote the intelligent upgrade of governance,
thereby empowering the qualitative development of enterprises.

To focus on business synergies and resource integration,
optimise resource allocation and enhance operational
efficiency

The Group will unleash further synergies, to develop a cross-regional,
multi-dimensional and multi-model synergy mechanism and drive the
implementation of synergy projects.

1) Promote resource planning and synergy: to exploit the role
of the Group’s management platform, promote the optimal
allocation of resources, focus resources on innovative and
high-potential businesses such as biological drugs, presence in
new businesses, innovative development, etc., and strengthen
support for R&D innovation and business cultivation, with a
view of building a big business development (BD) ecosystem.
To promote regional development synergy, and internal and
external resource synergy, etc. through various modes, with a
view of maximised overall benefits.
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MANAGEMENT DISCUSSION AND ANALYSIS (continued)

2) BEBRE : AEERRERSE
i - BEMEBER - E1TED?
BAalE TERKESS  RE
TRERETS @ R BERFE

3 EBRIE:ROKEAEHEF
BRE  URZFANEFLEREE
REZ - R ETHS B35
B IERHE - ITEBER
BHRATE  ERFER - mi5
RE BEPERENHRLH
[@] o

4) ZEAFRRBRETIE : UTHE
MEIFMA®E  BEXER
A BREBARH  KRAZEK -
ReEn—%8  wRiR - &l

L gin s
a R o

RDBERMERE

AEEFRMBEESE LB AR 207
AR

AEETRERZEELTCES  RITERK
HiEBTAUNRRAREE ZBARERE
BIRHES - AEERSFRIBEAERK
PR - EBAR  ERIHEE  BEXX
H o S RBRIRN AR -

R-EBE-—F+_A=+—08  KEBZIRT
EHRNIBE ABE17 513188 L(ZE-F
F 11,281 568E)  EFZEUARE
NSHETE -

R-B-—F+_A=+—H0 UAREE
BEEENRITERD A AREBRITER
BEEHI83.0% (T —FF : 87.5%) &17.0%
ZEZFF 1 125%) c RZEZ—F+ A
=+ HAEERIRITERERES - KM
#991.9%(ZZ=FF : 97.8%) R —F R E|
Hyo

R-ZBZ—F+_A=+—0  KEERHHH

XORHEEAERASRBEABROLET)S
121(ZF2FF 1.2 ¢

2021155 | FHEEEEFRLA

2) Regional synergy: to forge overall competitive advantages
through acquisition of superior resources, cooperation in
advantageous businesses, building of regional advantages,
and swift expansion of regional markets in the context of the
Group’s regional strategic planning.

3) Resources sharing: To form a regional business profile
underpinned by top-to-bottom joint actions and complementary
advantages and a synergetic platform for the pharmaceutical
segment to develop in-depth synergies in government affairs,
market channels and customer resources by fully leveraging
the combined advantage of the Group, CR Holdings and each
profit centres in regional resources.

4) Synergistic operation through a multi-model approach: To
select the best models based on two major criteria, the
market-oriented principle and innovation, which include
joint negotiations, joint equity investment, uniform media
communication, shared logistics and the building of technology
platforms, etc.

LIQUIDITY AND FINANCIAL RESOURCES

The Group adopts a prudent treasury management policy to maintain a
solid and healthy financial position.

The Group funds its operations principally from cash generated from its
operations, bank loans and other debt instruments and equity financing from
investors. Its cash requirements relate primarily to production and operating
activities, business expansion, repayment of liabilities as they become due,
capital expenditures, interest and dividend payments.

As at 31 December 2021, the Group had bank balances and cash of
HK$17,513.1 million (2020: HK$11,231.5 million), which were primarily in
RMB and HKD.

As at 31 December 2021, the RMB-denominated, and HKD-denominated
bank borrowings accounted for approximately 83.0% (2020: 87.5%) and
17.0% (2020: 12.5%), respectively, of the Group’s total bank borrowings.
Among the Group’s total bank borrowings as at 31 December 2021, a
substantial portion of approximately 91.9% (2020: 97.8%) would be due
within one year.

The Group’s current ratio (being the ratio of total current assets to total
current liabilities) was 1.2:1 as at 31 December 2021 (2020: 1.2:1).



R-ZT-——F+-_fA=+—8 KA&EBEHNE
EBER(FEERUAEZNLER) A51.5%
(ZZE-FF : 52,6%) °

RIZEZ—F  AEEREBEETH RS F
mBRIEE - ABEK1284258B L (-
T B8, 206.3R BT c AEE T ——
FEN—E-_EFREFHIARESFEIANA
B19,190.8 B &L KB 2 254.6BETT ° R
—E-—F $E@Fﬂ§/ﬁbﬁﬁ SINEFEA
BHE3,005. 48 BL(CE S FMEEEA

BB AR 414588 7T) ©
BEEH
R-ZT-——F+-A=+—8 ' "EBEXK

4ARE 5B 50,668.08BL(ZE_EF+=
BA=+—8 : 8%36,249.38&7T) * HHE
B110288 L(ZEEF+-A=+—H:
BN ABET)E TABR NGB HREE Y
02%(—ZE-TF+—-A=+—H :0.3%) °

AEEZRWFERBEASBOAEET(ZE
TE+-A=+—08 BB ETIZE
TESREWRBLERZES FIRFIEARE
R o

RARAR

KRB —F+-A=1+—R0 AEELE
EREAKAABEBCT_ZF+ A=+~
B -

SEmPRER

REE 2 EHANFE - E?ﬁ%%{?&%i’ﬂu/\
REFTELAARKEE - REBHERHRA
SNE (KR BAZHATIDENETRER
iﬁw—A ) SRTTERNE SENKIBZINE
B o NEREHIEA - AEE LB ERNT
BRIAL RSMNER R

EIEE uTnFﬂ & *ﬁ ( )
MANAGEMENT DISCUSSION AND ANALYSIS (continued)

As at 31 December 2021, the Group’s gearing ratio (being the ratio of net
debt divided by total equity) was 51.5% (2020: 52.6%).

In 2021, the Group’s net cash from operating activities increased solidly,
amounting to HK$12,842.5 million (2020: HK$8,206.3 million). The
Group’s net cash used in investing activities in 2021 and 2020 amounted
to HK$9,190.8 million and HK$2,254.6 million, respectively. In 2021, the
Group’s net cash from financing activities amounted to HK$3,005.4 million
(net cash used in financing activities in 2020 amounted to HK$6,414.5
million).

PLEDGE OF ASSETS

As at 31 December 2021, the Group’s total bank borrowings amounted to
HK$50,668.0 million (31 December 2020: HK$36,249.3 million), of which
HK$110.2 million (31 December 2020: HK$101.1 million) were secured and
accounted for 0.2% (31 December 2020: 0.3%) of the total borrowings.

Certain of the Group’s trade and bills receivables with an aggregate net
book value of HK$0 million (31 December 2020: HK$112.5 million) have
been pledged as security.

CONTINGENT LIABILITIES

As at 31 December 2021, the Group had no material contingent liabilities (31
December 2020: Nil).

FOREIGN EXCHANGE RISK MANAGEMENT

The Group’s operations are located in the PRC and most of its transactions
are denominated and settled in RMB. The Group is exposed to foreign
exchange risks on certain cash and cash equivalents, borrowings from
banks and trade payables denominated in foreign currencies, the majority
of which are denominated in USD. During the Reporting Period, the Group
did not enter into any derivatives contracts to hedge the foreign exchange
exposure.
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CAPITAL EXPENDITURE

The Group’s capital expenditure comprised mainly additions to property,
plant and equipment, intangible assets, investment properties and right-
of-use assets, but excluding additions resulting from acquisitions through
business combination. The Group’s capital expenditure in 2021 amounted
to HK$3,213.2million (2020: HK$2,758.9 million), which was primarily
utilized for expansion and upgrade of manufacturing facilities, development
of distribution networks, and upgrading of logistic systems. Such capital
expenditure was funded primarily by using cash generated from the Group’s
operating activities, bank borrowings and proceeds from the Company’s
initial public offering.

HUMAN RESOURCES

As at 31 December 2021, the Group employed around 65,000 staff (31
December 2020: 64,000 staff) in the PRC and Hong Kong. The Group
remunerates its employees based on their performance, experience
and prevailing market rate while performance bonuses are granted on a
discretionary basis. Other employee benefits include, for example, medical
insurance and training.
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CORPORATE GOVERNANCE REPORT

The Board is pleased to present the corporate governance report of the
Company for the year ended 31 December 2021.

CORPORATE GOVERNANCE PRACTICES

The Group is committed to maintain high standards of corporate
governance to safeguard the interests of the Shareholders and to enhance
corporate value and accountability. The Company has adopted the CG
Code as its own code of corporate governance. The Company has applied
and complied with all applicable principles of good corporate governance
and code provisions of the CG Code during the Reporting Period, save and
except the following:

In respect of code provision A.2.1 of the CG Code, during the period from
1 January 2021 to 3 December 2021, the chairman of the Board and the
chief executive officer of the Company were two separate positions held by
Mr. Wang Chuncheng and Mr. Han Yuewei, respectively. After 3 December
2021, both the chairman of the Board and the Chief Executive Officer of the
Company were held by Mr. Han Yuewei following Mr. Wang Chuncheng’s
resignation. The Board believed that with the support of the management,
vesting the roles of both the chairman and chief executive officer on the
same person can facilitate execution of the Group’s business strategies
and boost effectiveness of its operation. In addition, under the supervision
by the Board, the interests of the Shareholders will be adequately and fairly
represented. In order to devote more time and attention to approve and
monitor the Group’s strategies and policies, Mr. Han Yuewei ceased to be
the chief executive officer of the Company and has been re-designated from
an executive Director to a non-executive Director and continued to serve
as the chairman of the Board on 14 January 2022, Mr. Bai Xiaosong has
been appointed as the Chief Executive Office of the Company on the same
day. Since 14 January 2022, the Company had fully complied with the
requirements under the then code provision A.2.1.

In respect of code provision A.4.1 of the CG Code, all the non-executive
Directors are not appointed for a specific term, and in respect of code
provision D.1.4 of the CG Code, the Company did not have formal letters
of appointment for Directors. Since all Directors are subject to re-election
by the Shareholders at the annual general meeting and at least about
once every three years on a rotation basis in accordance with the Articles
of Association, there are sufficient measures to ensure the corporate
governance of the Company complies with the same level to that required
under the CG Code. In respect of code provision E.1.2 of the CG Code, the
chairman of the Board was not able to attend the annual general meeting of
the Company held on 28 May 2021 due to other business commitment.
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THE BOARD
Responsibilities and Delegation by the Board

The Board is responsible for the overall leadership of the Group, oversees
the Group’s strategic decisions and monitors business and performance.
Directors may seek independent professional advice in performing their
duties at the Company’s expense and are encouraged to consult with the
Company’s senior management independently. The Board has delegated
the authority and responsibility for day-to-day management and operation
of the Group to the senior management of the Group. The delegated
functions and responsibilities are periodically reviewed by the Board. The
management is required to timely report to and seek approval from the
Board before engaging in any significant transactions. To oversee particular
aspects of the Company’s affairs, the Board has established five Board
committees, namely the Executive Committee, the Audit Committee, the
Remuneration Committee, the Nomination Committee and the Corporate
Governance Committee (together, the “Board Committees”). The Board
has delegated to the Board Committees responsibilities as set out in their
respective terms of reference.

All Directors have the obligations to carry out duties in good faith and in
compliance with applicable laws and regulations and to act in the interests
of the Company and the Shareholders at all times.

The Company has arranged appropriate liability insurance in respect of legal
action against the Directors and officers.

Board Composition

During the year ended 31 December 2021 and up to the date of this report,
the Board comprises the following Directors:

Chairman and non-executive Director
Mr. Wang Chuncheng (resigned on 3 December 2021)

Chairman and non-executive Director

Mr. Han Yuewei (former Executive Director and Chief Executive Officer,
appointed as Chairman of the Board on 3 December 2021, and ceased
to be the Chief Executive Officer of the Company, re-designated as non-
executive Director and continue to serve as the Chairman of the Board
on 14 January 2022)

Executive Director and Chief Executive Officer
Mr. Bai Xiaosong (appointed on 14 January 2022)

Executive Director and Vice Chairman
Mr. Li Xiangming (resigned on 7 September 2021)

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

Executive Director and Vice President
Mr. Tao Ran (appointed on 7 September 2021)
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Non-executive Directors

Mr. Hou Bo (appointed on 26 March 2021)

Mr. Lin Guolong (appointed on 7 September 2021)

Mr. Tan Ying (appointed on 7 September 2021)

Mdm. Jiao Ruifang (appointed on 14 January 2022)

Mr. Wang Shouye (resigned on 26 March 2021)

Mr. Lyu Ruizhi (resigned on 26 March 2021)

Mr. Yu Zhongliang (resigned on 7 September 2021)

Mdm. Guo WEei (resigned on 7 September 2021)

Mr. Qing Mei Ping Cuo (appointed on 26 March 2021 and
resigned on 14 January 2022)

Independent non-executive Directors
Mdm. Shing Mo Han Yvonne

Mr. Kwok Kin Fun

Mr. Fu Tingmei

Mr. Zhang Kejian

The biographies of the Directors are set out under the section headed
“Biographies —Directors and Senior Management” of this annual report.

During the year, the Board has met the requirements under Rules 3.10(1) of
the Listing Rules relating to the appointment of at least three independent
non-executive Directors.

The Company has also complied with Rules 3.10(2), 3.10A and 3.21 of
the Listing Rules relating to the appointment of independent non-executive
Directors representing at least one-third of the Board (with at least one
independent non-executive Director possessing appropriate professional
qualifications or accounting or related financial management expertise).

As each of the independent non-executive Directors has confirmed his
independence pursuant to Rule 3.13 of the Listing Rules, the Company
considers all of them to be independent parties. Details are set out on page
110 of this annual report.

None of the Directors has any personal relationship (including financial,
business, family or other material or relevant relationship) with any other
Director, nor between the Chairman of the Board and the Chief Executive
Officer of the Company.

All Directors, including independent non-executive Directors, have
brought a wide spectrum of valuable business experience, knowledge
and professionalism to the Board for its efficient and effective functioning.
Independent non-executive Directors are invited to serve on the Audit
Committee, the Remuneration Committee, the Nomination Committee and
the Corporate Governance Committee.

As regards the CG Code provision requiring directors to disclose the
number and nature of offices held in public companies or organisations
and other significant commitments as well as the identity of the public
companies or organisations and an indication of the time involved, the
Directors have agreed to disclose their commitments and any subsequent
change to the Company in a timely manner.
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Induction and Continuous Professional Development

]

remains informed and relevant.

Pursuant to Code Provision A.6.5 of the CG Code, all Directors should
participate in continuous professional development to develop and refresh
their knowledge and skills to ensure that their contribution to the Board

N Each newly appointed Director would receive an induction package covering

the statutory and regulatory obligations of a Director of a listed company.
AEAREFTHHI e RBEEHERNEE The Company has also arranged in-house trainings for Directors in the form
Bl of seminars and reading materials.
EERFR2ENBFEZEERBELOT Participation of Directors in continuous professional development during the
year is as follows:

BREXRERENE
Nature of Continuous Professional
Development Programmes

BRI - M
HiE  FWR
BRENRHAE -
HiRERA

RERMETHENR
HERF LA
EREHEE
Reading regulatory
updates or
information
relevant to

the Company or
its business

|1 194
Receiving training;
attending and/or
giving talks at
seminars,
conference

and/or forum

Name of Directors

TRRINTEE
FERAER T —F+-A=A#D)

Chairman and non-executive Director
Mr. Wang Chuncheng (resigned on 3 December 2021) 4 v/

TERFHTEE

BREAL(RMTEERERNTE R=F
“ET-AZREZRIREFEIR K-
B - ATHATBRERARAERAT
B UREAFHOESRERLAESET

Chairman and non-executive Director

Mr. Han Yuewei (former Executive Director and Chief v v/
Executive Officer, appointed as Chairman of the
Board on 3 December 2021, and ceased to be
the Chief Executive Officer of the Company, re-

%)
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designated as non-executive Director and continue
to serve as the Chairman of the Board on 14 January
2022)

Executive Director and Chief Executive Officer
Mr. Bai Xiaosong (appointed on 14 January 2022)

Executive Director and Vice Chairman
Mr. Li Xiangming (resigned on 7 September 2021)

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

Executive Director and Vice President
Mr. Tao Ran (appointed on 7 September 2021)

AR NA

AR NA
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FRSERRFERE
Nature of Continuous Professional
Development Programmes

BRI - K
e SilkR
HRERRTEE

REBHEEHEM
BERELRE
EEBHEE
Reading regulatory
updates or
information
relevant to

the Company or
its business

EkR ERERF
Receiving training;
attending and/or
giving talks at
seminars,
conference

and/or forum

Name of Directors

HHTEE Non-executive Directors
1%15;%;(#:2: E£=F-+/BEZ{)  Mr. Hou Bo (appointed on 26 March 2021) v v
MI"E%EW‘_ S-FNATHEZT) Mr. Lin Guolong (appointed on 7 September 2021) v v
HEREMZEZ-FNALBEZD Mr. Tan Ying (appointed on 7 September 2021) v v
E}%ﬁﬁi(ﬁ’\\_giii FHIMBEZE)  Mdm. Jiao Ruifang (appointed on 14 January 2022) A NA TEA NA
E#%ﬁi(ﬁ(‘_ T-—F=AZFHBEME)  Mr. Wang Shouye (resigned on 26 March 2021) - v
”%iu_g:—i F=17XBE&) M. LyuRuizhi (resigned on 26 March 2021) - v
%ﬁﬂf‘ii(ﬁ’\\f Z-—F AR+ HET) Mr. Yu Zhongliang (resigned on 7 September 2021) v v
PruTMZZ—FNALBHT) Mdm. Guo Wei (resigned on 7 September 2021) v v
EEMRLEMZZ—F=A=+~H Mr. Qing Mei Ping Cuo (appointed on 26 March 2021 v v
BEZAYR-_Z=—F—[+WAFH) and resigned on 14 January 2022)
BUHHTEE Independent non-executive Directors v v
RES e Mdm. Shing Mo Han Yvonne v v
HREEE Mr. Kwok Kin Fun v v
[BEEEE Mr. Fu Tingmei v/ v/
RREBLE Mr. Zhang Kejian % v
TERITRES Chairman and Chief Executive Officer
KE}TZ“JJ—_% = /D_rg”_rgwmx%A 2.11& A= Under Code Provision A.2.1 of the CG Code, during the period from 1
—F—HF—AZ% —FE+-A=HH January 2021 to 3 December 2021, the Chairman of the Board and the
Fsﬁ i EetE &$ 7 g FEH TTET% RETE Chief Executive Officer of the Company were two separate positions held by
B RERELLEREL - N — Mr. Wang Chuncheng and Mr. Han Yuewei, respectively. After 3 December

+—A=ZBEEREEBT 2% E%QI#
MAREEREHITERERELEET - £
ZeiEE EEEEMNIET  mR—AEET
EERERNITE A BRI T A E B EI5 RS
&E%Eﬁ%@%o%%-&i%@%%g
T BUES RAFHARRBROFIZ - A7)
M&ME&%W SERDE R BB AL B SRR
FBE MN-ZT-_—_F—F+MA - BREL
ERBEAARRERRNITE WHRITESH
EEENTEEREELTEESTE - A
AABRCEEZTAARBEFEAITE - 1
T —F—AF+NARE  AAREXTEFA
SFRMESCEA2AEZIRE ©

2021, both the chairman of the Board and the Chief Executive Officer of the
Company were held by Mr. Han Yuewei following Mr. Wang Chuncheng’s
resignation. The Board believed that with the support of the management,
vesting the roles of both the chairman and chief executive officer on the
same person can facilitate execution of the Group’s business strategies
and boost effectiveness of its operation. In addition, under the supervision
by the Board, the interests of the Shareholders will be adequately and fairly
represented. In order to devote more time and attention to approve and
monitor the Group’s strategies and policies, Mr. Han Yuewei ceased to be
the Chief Executive Officer of the Company and has been re-designated
from an executive Director to a non-executive Director and continued to
serve as the Chairman of the Board on 14 January 2022, Mr. Bai Xiaosong
has been appointed as the Chief Executive Officer of the Company on the
same day. Since 14 January 2022, the Company had fully complied with
the requirements under code provision A.2.1.
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The Company will continue to review and monitor its corporate governance
practices to ensure compliance with the CG Code.

Details of the Directors’ service contract are set out on page 110 of this
annual report.

Board Meetings

The Board meets regularly and at least four times a year at approximately
quarterly intervals. With respect to regular meetings of the Board, Directors
usually receive at least fourteen days prior written notice of the meeting to
provide all Directors with an opportunity to attend and include matters in the
agenda for a regular meeting.

For other Board and Board Committee meetings, reasonable notice
is generally given. The agenda and accompanying Board papers are
dispatched to the Directors at least five days before the meetings to ensure
that they have sufficient time to review the papers and are adequately
prepared for the meetings. When the Directors or Board Committee
members are unable to attend a meeting, they will be advised of the matters
to be discussed and given an opportunity to make their views known to the
Chairman of the Board or the relevant chairman of the Board Committee
prior to the meeting.

Minutes of the Board meetings and Board Committee meetings are
recorded in sufficient detail about the matters considered by the Board and
the Board Committees and the decisions made, including any concerns
raised by the Directors. Draft minutes of each Board meeting and Board
Committee meeting are sent to the Directors for comments within a
reasonable time after the date on which the meeting is held. Minutes of
the Board and Board Committee meeting are kept by the duly appointed
secretary of the meeting and are open for inspection by Directors.
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REZB-Z—F EZERTTLRESTES During 2021, seven Board meetings (including two meetings by way of

H(PREAEHEEARRARNEARANMRE circulation of written resolutions) were held and the attendance of each
#) EREELFESTEERMNBERENT Director at the meeting is set out in the table below:
x:
HE 817 EmREE
|-} P RE
Meetings Written
Name of Directors Attended/Held Resolutions
FRERIFH ff§$ Chairman and non-executive Director
FEREEMR-ZE-_—F  Mr. Wang Chuncheng (resigned on 2/5 2/2 a/7
+=A=H#ET) 3 December 2021)
TERIPTESE Chairman and non-executive Director
BERELE (R $ﬂ’_§$&§ Mr. Han Yuewei (former Executive 5/5 2/2 7/7

BHITE N2 —F Director and Chief Executive Officer,

+= ﬂ BEZEAEEE appointed as Chairman of the Board

FE O RZTZ-_F—A on 3 December 2021, and ceased

+mAE Tﬁ%fi"czﬁA AIEJE  to be the Chief Executive Officer of

WITE - WHFHTAIENITE  the Company, re-designated as non-

ENBBERTEESTF)  executive Director and continue to
serve as the Chairman of the Board
on 14 January 2022)

HITEFEREEHTE Executive Director and
Chief Executive Officer

HEREEWR T = Mr. Bai Xiaosong (appointed on TEA N/A A N/A TEA N/A
—At+MHBEEZT) 14 January 2022)

HITEFRESEE Executive Director and Vice Chairman

FRBFLER-Z-—%F  Mr. LiXiangming (resigned on 4/5 1/1 5/6
HNA+EBET 7 September 2021)

HITEE  BEHEER Executive Director, Chief Financial
alaE Officer and Vice President

FEZLLT Mdm. Weng Jingwen 5/5 2/2 7/7

HITEER a?/,f@ﬁ Executive Director and Vice President

BRGCEMRZE=Z—F Mr. Tao Ran (appointed on TR N/A 1/1 1/1
NAEHEZDT) 7 September 2021)

FERTTEF Non-executive Directors

EEEERZZT=Z—F Mr. Hou Bo (appointed on 4/4 2/2 6/6
=A —+%\E|§%§1£) 26 March 2021)

MEBELEEMR-ZT——%  Mr. Lin Guolong (appointed on TR N/A 1/1 1/1
jLﬂ +H ﬁ%é&) 7 September 2021)

REERZZZ—F Mr. Tan Ying (appointed on TEA N/A 1/1 1/1

nﬂ +REZT) 7 September 2021)
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HE 81T EERMEE

BRRE R
Meetings Written
Name of Directors Attended/Held Resolutions
EmF LM =-Z=-=F  Mdm. Jiao Ruifang (appointed on TEA N/A TEA N/A TEA N/A
—ATHAEZRT) 14 January 2022)
TFELER=ZZ==—F  Mr. Wang Shouye (resigned on 0/1 TEA N/A 0/1
=AZ=+"H %m) 26 March 2021)
EEEEEMRZZ=—F  Mr. Lyu Ruizhi (resigned on 0/ TEA N/A on
=AZ=+<H %ﬂf) 26 March 2021)
FERELEFR-Z-—%  Mr. Yu Zhongliang (resigned on 4/5 1/1 5/6
NA+BET 7 September 2021)
BHRELT(RZT=—F Mdm. Guo Wei (resigned on 1/5 1/1 2/6
hAEBEIT) 7 September 2021)
SEFHRALEMR=-Z——%F Mr. Qing Mei Ping Cuo (appointed on 4/4 2/2 6/6
A+ NBEEZRATR 26 March 2021 and resigned on
T —F—A-+mA 14 January 2022)
BHE)
BUHBTEE Independent non-executive Directors
BRES 2+ Mdm. Shing Mo Han Yvonne 4/5 2/2 6/7
DHEBEE Mr. Kwok Kin Fun 5/5 2/2 7/7
BiEsREE Mr. Fu Tingmei 5/5 2/2 7/7
R BRI Mr. Zhang Kejian 5/5 2/2 7/7
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Model Code for Securities Transactions

The Company has adopted the Model Code as its own code of conduct
regarding Directors’ securities transactions. Having made specific enquiry
of all the Directors, each of the Directors has confirmed that he/she has
complied with the required standards as set out in the Model Code during
the year.

BOARD COMMITTEES

Executive Committee

The Executive Committee comprises all the executive Directors, namely Mr.
Bai Xiaosong (Chairman) (appointed on 14 January 2022), Mr. Han Yuewei
(Chairman) (resigned on 14 January 2022). Mdm. Weng Jingwen, Mr. Tao
Ran (appointed on 7 September 2021) and Mr. Li Xiangming (resigned on 7
September 2021).

The principal duties of the Executive Committee include but are not limited
to the following:

1. to monitor the formulation, revision and implementation of the
Company’s strategic plans;

2. to monitor the execution of the Company’s business plans and the
Company’s business operations;

3. to monitor the operation of the Company’s subsidiaries;

4, to approve the scope of authority delegated to the Senior
Management of the Company and its changes;

5. to exercise part of the power on behalf of the Board between regular
Board meetings, with its power restricted to the areas that are
considered by the Board as material and related to the formulation of
the policy and business development direction of the Company;

6. to review and approve operational matters which constitutes below
5% (for matters within the business plan of the Group) or below 1%
(for matters outside the business plan of the Group) of the audited net
asset of the Group in the previous financial year (except for notifiable
transactions and connected transactions for which announcements
are required under the Listing Rules);

7. to review and approve the financing matters within the financing plan
resolved and passed by the Board (including bank loans and trusts
etc.) and their corresponding guarantee matters;

8. to review and approve on behalf of the Board the financing matters
within the financing plan resolved and passed by the board of
directors of the subsidiaries of the Company (including bank loans
and trusts etc.) and their corresponding guarantee matters;

China Resources Pharmaceutical Group Limited | Annual Report 2021

77



2

ERWE (&)

i

CORPORATE GOVERNANCE REPORT (continued)

10.

11.

12.

13.

AR REMBARFE  ERABIA
THERR

i REREFSHEREAQRRE
WEARMNFEEMmRFARF K
HRARFEITHRITREN, =
TRIA:

i. RREFGUERARRNKNE
REK B ERBARTFEME
R MR B

i.  RREFSHERDBREM B
RAR/ RN RIRB B EE
R BERERHELRE
= .

=

v. REREFSGHAERDARHH
MBARFILRITHESFHEP
AREMEBEE(BREERT
ARBEAEGHF QB GRR LR
E IR

v,  HEEMEEAREHEBEOZENK
X EMERQBENE - AR
BEER—ZHA EARARFEER
FEREREIU

RIR(ERRBRBEIEINE) REEZ
HEFSEHMIILENEIMEEEIE -

RERBEZE RINLEEHRET
MNARBRKRINIEBERZRNEEH
BRER LRI EEXM

EEAESEREAZEERENIN
HiSEER &

REZESHEEB I ATHE SRR
NARRUETIEEAERE - RIELET
R AIZE13.10BIRE LA EINEBE NS -
B FHBRAE13A8KEENRE -
DHBEBERANEBERRRNMEARR]
FEUBEENDNEABR L HE o

HITZ B e S HRERENE LA RE
WA R HER]

78 2021155 | FHEEEEFRLA

10.

11.

12.

to exercise the following power in accordance with the needs of the
Company and its subsidiaries:

to approve on behalf of the Board banking facilities and/
or financial instruments to be granted to or issued by the
Company for the needs of the Company and its subsidiaries;

i to approve on behalf of the Board the grant of any loan or other
financial assistance to the Company’s subsidiaries and/or
associates;

ii. to approve on behalf of the Board the provision of corporate
guarantees, indemnity and/or letters of comfort by the
Company for its subsidiaries and/or associates;

iv.  to approve on behalf of the Board the opening of bank or
securities related accounts and other ancillary matters of the
Company and/or its subsidiaries, including appointing the
signatories and approving the terms and mandate for such
accounts; and

V. to affix the Company’s seal on any instrument or document
related to the above items and approve any one or more of the
Directors of the Company to sign the instrument or document;

to decide external donation matters which should be reviewed
and approved by the Board in accordance with the “Donation
Management Policy of the China Resources Group”;

to authorize one or more Directors for executing relevant documents
to be filed and/or submitted to regulatory authorities on behalf or in
the name of the Company;

to deal with any other specific business authorized to this Committee
by the Board; and

to approve on behalf of the Board the relevant arrangements for
the publication of voluntary announcement(s), overseas regulatory
announcement(s) made pursuant to Rule 13.10B of the Listing Rules,
announcement(s) made pursuant to Rule 13.18 of the Listing Rules,
next day disclosure return(s), or announcement(s) on the principal
financial results of the subsidiaries of the Company on the HKEXnews
website of the Stock Exchange and the Company’s website.

The written terms of reference of the Executive Committee are available on
the websites of the Stock Exchange and the Company.



R-F-—F YITRBERHRTTZAER
ITEREAEERITMBEERE -

BITRAERA

BEEELE BITZ R 2L E)
R-F-_—F—-A+HRAEED)

RREXEGTEERTE)
(MRZBZ—F—A+MHABHD)
FEZLL

AEEM-_T = Eﬂﬂtﬁﬁéi&)
FRPEER T -_—FNALAFHD)

EEER®RE ()
CORPORATE GOVERNANCE REPORT (continued)

During 2021, thirteen meetings were held by the Executive Committee
which primarily covered banking and financing matters of the Group.

HE BITERRE

Meetings

Executive Committee members Attended/Held

Mr. Bai Xiaosong (Chairman of Executive Committee) ANEA N/A
(appointed on 14 January 2022)

Mr. Han Yuewei (Chairman of Executive Committee) 13/13

(resigned on 14 January 2022)

Mdm. Weng Jingwen 12/13

Mr. Tao Ran (appointed on 7 September 2021) 4/4

Mr. Li Xiangming (resigned on 7 September 2021) 9/9
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Audit Committee

The Audit Committee comprises six members, including four independent
non-executive Directors, namely Mdm. Shing Mo Han Yvonne (chairman),
Mr. Kwok Kin Fun, Mr. Fu Tingmei and Mr. Zhang Kejian, and two non-
executive Directors, namely Mr. Lin Guolong (appointed on 7 September
2021), Mdm. Jiao Ruifang (appointed on 14 January 2022), Mdm. Guo Wei
(resigned on 7 September 2021), Mr. Lyu Ruizhi, (resigned on 26 March
2021) and Mr. Qing Mei Ping Cuo (appointed on 26 March 2021 and
resigned on 14 January 2022).

The principal duties of the Audit Committee include but are not limited to the
following:

1. to review and monitor the Auditor’s independence and objectivity
and the effectiveness of the audit process in accordance with
applicable standards;

2. to develop and implement policy on engaging an external auditor to
supply non-audit services;

3. to discuss with the external Auditor before the audit commences, the
nature and scope of the audit and reporting obligations, and ensuring
coordination where more than one audit firm is involved;

4, to monitor integrity of the Group’s financial statements, annual
reports and accounts, half-year reports and, if prepared for
publication, quarterly reports and reviewing significant financial
reporting judgments contained in them;

5. to review the Group’s financial controls, risk management and
internal control system; and

6. to ensure that the internal audit function is adequately resourced

and has appropriate standing within the Group, and reviewing and
monitoring its effectiveness.
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The written terms of reference of the Audit Committee are available on the
websites of the Stock Exchange and the Company.

During 2021, four meetings were held by the Audit Committee to discuss
and consider the following matters:

° reviewed the financial statements, annual report, interim report and
internal control report; and

° reviewed the financial reporting system, compliance procedures,
internal control (including the adequacy of resources, staff
qualifications and experience, training programmes and budget of
the Company’s accounting and financial reporting function) and risk
management systems and processes.

Attendance of each Audit Committee member is set out in the table below:

HE BITERRE

Meetings

Audit Committee members Attended/Held
Mdm. Shing Mo Han Yvonne (Chairman of the 4/4

Audit Committee)

Mr. Lin Guolong (appointed on 7 September 2021) 2/2
Mdm. Jiao Ruifang (appointed on 14 January 2022) TEA N/A
Mr. Kwok Kin Fun 4/4
Mr. Fu Tingmei 4/4
Mr. Zhang Kejian 4/4
Mdm. Guo Wei (resigned on 7 September 2021) 0/2
Mr. Lyu Ruizhi (resigned on 26 March 2021) 0/1
Mr. Qing Mei Ping Cuo (appointed on 26 March 2021 3/3

and resigned on 14 January 2022)
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Nomination Committee

The Nomination Committee currently comprises five members, including
one non-executive Director, Mr. Han Yuewei (chairman) (appointed on 3
December 2021) and Mr. Wang Chuncheng (chairman) (resigned on 3
December 2021) and four independent non-executive Directors, namely
Mdm. Shing Mo Han Yvonne, Mr. Kwok Kin Fun, Mr. Fu Tingmei and Mr.
Zhang Kejian.

The principal duties of the Nomination Committee include but are not limited
to the following:

1. to review the structure, size and composition (including the skills,
knowledge and experience) of the Board at least annually and
make recommendations on any proposed changes to the Board to
complement the Company’s corporate strategy;

2. to develop and maintain a policy for the nomination of the Directors
which includes the nomination procedures and the process and
criteria adopted by the Nomination Committee to identify, select and
recommend candidates for directorship during the year, and to review
periodically the policy and progress made towards achieving the
objectives set in the nomination policy;
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3. to develop, maintain and review periodically the policy concerning the
diversity of the Board;

4, to make recommendations to the Board on the appointment or re-
appointment of Directors and the succession planning for Directors, in
particular the chairman and the chief executive;

5. to identify individuals suitably qualified to become Board members
and select or make recommendations to the Board on the selection of
individuals nominated for directorships with regard to the nomination
policy of the Company; and

6. to assess the independence of independent non-executive Directors.

The Nomination Committee assesses the candidate or incumbent on
criteria such as integrity, whether the individual can bring to the Board the
perspectives, how the individual can contribute to the diversity of the Board,
experience, skill and ability to commit time and effort to carry out the duties
and responsibilities. The recommendations of the Nomination Committee
will then be put to the Board for decision.

The written terms of reference of the Nomination Committee are available
on the websites of the Stock Exchange and the Company.

During 2021, three meetings (including one meeting by way of circulation
of written resolutions) were held by the Nomination Committee mainly to
review the Board Diversity Policy, which included the assessment of its
effectiveness and to review the structure, size and composition of the
Board and to review the time required from non-executive Directors and
independent non-executive Directors etc..

Attendance of each Nomination Committee member is set out in the table
below:

HEs 81T EmRER
ERRE RE
Meetings Written
REZSEREA Nomination Committee members  Attended/Held Resolutions
BRENE FEEZEZL/E) Mr. Han Yuewei (Chairman of TEA N/A TEA N/A TEA N/A
W=—ZT=——%+=-A=8  the Nomination Committee)
EZRT) (appointed on 3 December 2021)
THERWSAEFEEZEL L) Mr. Wang Chuncheng (Chairman of 1/2 1/1 2/3
(W=—Z=——9%+=-A=H  the Nomination Committee)
BHT) (resigned on 3 December 2021)
BRRIRZT Mdm. Shing Mo Han Yvonne 2/2 11 3/3
BHE L Mr. Kwok Kin Fun 2/2 1/1 3/3
HEEEE Mr. Fu Tingmei 2/2 1/1 3/3
R BRI Mr. Zhang Kejian 2/2 1/1 3/3
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Summary of the Director Nomination Policy

The Company recognizes and embraces the benefits of a Board with
a balance of skills, experience and diversity of perspectives. Given the
importance of the Nomination Committee’s role in ensuring the balance
within the Board and to give greater focus and transparency in relation
to the election of Directors, the Company has established the Director
Nomination Policy. This policy aims to set out the approach to guide the
Nomination Committee in relation to the selection, appointment and re-
appointment of the Directors, and to ensure the Board has a balance of
skills experience, knowledge and diversity of perspectives appropriate to the
requirements of the Company’s business.

Nomination Criteria: The Nomination Committee will assess, select
and recommend candidate(s) for directorship to the Board by giving due
consideration to criteria including (but not limit to) reputation for character
and integrity, region and industry experience, diversity in aspects,
commitment for responsibilities of the Board in respect of available time,
and potential contributions brought to the Board.

Procedures and Process for Nomination of Directors: The Nomination
Committee may consult any source it deems appropriate in identifying or
selecting suitable candidates, such as referrals from existing Directors,
advertising, recommendations from third-party agency firm and proposals
from Shareholders with due consideration given to the criteria; the
Nomination Committee may adopt any process it deems appropriate in
evaluating the suitability of the candidates, such as interviews, background
checks, presentations and third party reference checks; upon considering
a candidate suitable for the directorship, the Nomination Committee
will hold a meeting and/or by way of written resolutions to, if thought fit,
approve the recommendation to the Board for appointment; the Nomination
Committee will provide the relevant information of the selected candidate to
the Remuneration Committee for consideration of remuneration package of
such selected candidate.

Monitoring and reporting: The Nomination Committee will assess and
report on the composition of the Board in the corporate governance report.

Review of the Director Nomination Policy: The Nomination Committee
will review the Director Nomination Policy periodically to ensure that it
is transparent and fair, remains relevant to the Company’s needs and
reflects the current regulatory requirements and good corporate governance
practice. The Nomination Committee will discuss any revisions that may be
required and recommend any such revisions to the Board for approval.

The Company’s Director Nomination Policy is available at the website of
the Company.
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Summary of the Board Diversity Policy

The Company recognizes and embraces the benefits of having a diverse
Board, and sees diversity at Board level as an essential element in
maintaining a competitive advantage. A truly diverse Board will include and
make good use of differences in the perspectives, talents, skills, regional
and industry experience, background, gender and other qualities of the
members of the Board. The Nomination Committee reviews and assesses
the composition of the Board and makes recommendations to the Board on
appointment of new Directors, and also oversees the conduct of the annual
review of the effectiveness of the Board. The Nomination Committee also
develops and maintains the Board Diversity Policy and periodically reviews
the effectiveness of this Policy and whether the measurable objectives are
achieved and/or should be amended.

Measurable objectives: The Nomination Committee will discuss and
agree annually all measurable objectives for achieving diversity on the
Board and recommend them to the Board for adoption. At any given time,
the Board may seek to improve one or more aspects of its diversity and
measure progress accordingly.

Monitoring and reporting: The Nomination Committee will report annually,
in the corporate governance report of the Company, on the process it has
used in relation to Board appointments. Such report will include a summary
of the Board Diversity Policy, the measurable objectives set for implementing
the Board Diversity Policy and progress made towards achieving these
measurable objectives.

Review of the Board Diversity Policy: The Nomination Committee will
review the Board Diversity Policy annually, which will include an assessment
of its effectiveness. The Nomination Committee will discuss any revisions
that may be required and recommend any such revisions to the Board for
approval.

In respect of the Reporting Period, the Nomination Committee has assessed
the diversity measures achieved by the Company. There is a balanced mix
of professional experience, knowledge and skills, as well as cultural and
education background and length of service at both the Board and senior
management level. There are currently three female Directors on the Board
and two additional female senior management members, showing the
Company’s commitment to achieve gender diversity. As of 31 December
2021, the number of female employees had accounted for approximately
50.1% in the total number of the Group’s employees.

The Company will continue to ensure there is a diversity (including gender
diversity) when recruiting and promoting staff at mid to senior level so
that it will have a pipeline of senior management and potential successors
with diverse background, experience, skills and gender to ensure diversity
can continued to be achieved over time. The Company will continue to
emphasize training and provide long-term development opportunities for its
talents, and take steps to achieve diversity (including gender diversity) at all
levels of the Company.
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The Company’s Board Diversity Policy is available at the website of the
Company.

Remuneration Committee

The Remuneration Committee comprises five members, including one non-
executive Director, Mr. Lin Guolong (appointed on 7 September 2021) and
Mdm. Guo Wei (resigned on 7 September 2021) and four independent non-
executive Directors, namely Mr. Kwok Kin Fun (Chairman), Mdm. Shing Mo
Han Yvonne, Mr. Fu Tingmei and Mr. Zhang Kejian.

The principal duties of the Remuneration Committee include but are not
limited to the following:

1.

to make recommendations to the Board on the Company’s policy
and structure for the remuneration of the Directors and senior
management and on the establishment of a formal and transparent
procedure for developing remuneration policy;

to review and approve the senior management’s remuneration
proposals with reference to the corporate goals and objectives
determined by the Board;

to make recommendations to the Board on the remuneration
packages of individual executive Directors and senior management.
These include benefits in kind, pension rights and compensation
payments, including any compensation payable for loss or termination
of their office or appointment;

to make recommendations to the Board on the remuneration of non-
executive Directors;

to consider salaries paid by comparable companies, time commitment
and responsibilities and employment conditions elsewhere in the
Group;

to review and approve compensation payable to executive Directors
and senior management for any loss or termination of office or
appointment to ensure that it is consistent with contractual terms and
is otherwise fair and not excessive;

to review and approve compensation arrangements relating to
dismissal or removal of Directors for misconduct to ensure that they
are consistent with contractual terms and are otherwise reasonable
and appropriate; and

to ensure that no Director or any of his/her associates (as defined in
the Listing Rules) is involved in deciding his/her own remuneration.

The written terms of reference of the Remuneration Committee are available
on the websites of the Stock Exchange and the Company.
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During 2021, three meetings were (including one meeting by way of
circulation of written resolutions) held by the Remuneration Committee
mainly to make recommendation to the Board for the remuneration of the
Directors and to review the remuneration policy etc..

Attendance of each Remuneration Committee member is set out in the table
below:

HE BT EmREE
WX RE
Meetings Written
FMEAERA Remuneration Committee members Attended/Held Resolutions
BRENEEFIZES ZE/E) Mr. Kwok Kin Fun (Chairman of 2/2 1/1 3/3
the Remuneration Committee)
MEBELEEMR-ZT——%  Mr. Lin Guolong (appointed on 1/1 1/1 2/2
NAEHEZDT) 7 September 2021)
BBt (R=E=_—F Mdm. Guo Wei (resigned on 0/2 1/1 1/3
A+ BB 7 September 2021)
BRI+ Mdm. Shing Mo Han Yvonne 2/2 1/1 3/3
HEREE Mr. Fu Tingmei 2/2 1/1 3/3
R ER S Mr. Zhang Kejian 2/2 11 3/3
PEELARED Corporate Governance Committee
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The Corporate Governance Committee comprises six members, including
two executive Directors namely Mr. Bai Xiaosong (appointed on 14 January
2022), Mdm. Weng Jingwen and Mr. Han Yuewei (resigned on 14 January
2022) and four independent non-executive Directors namely Mr. Fu Tingmei
(chairman), Mdm. Shing Mo Han Yvonne, Mr. Kwok Kin Fun and Mr. Zhang
Kejian.

The principal duties of the Corporate Governance Committee include but
are not limited to the following:

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

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

governance;

3. to develop, review and monitor the code of conduct and compliance
manual applicable to employees and Directors;

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

5. to review the Company’s compliance with the CG Code and
disclosure in the corporate governance report.

The written terms of reference of the Corporate Governance Committee are
available on the websites of the Stock Exchange and the Company.
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During 2021, one meeting was held by the Corporate Governance
Committee mainly to review the Company’s compliance with the CG Code.

Attendance of each Corporate Governance Committee member is set out in
the table below:

HE BITERRE

Meetings
Attended/Held

Corporate Governance Committee members

Mr. Fu Tingmei (Chairman of the Corporate 11
Governance Committeg)

HEMELEMR -ZT - —F—F+IBE¥ET)  Mr. Bai Xiaosong (appointed on 14 January 2022) TR N/A
BREAEMR T _F—ATNHEEHD Mr. Han Yuewei (resigned on 14 January 2022) 11
HEZLL Mdm. Weng Jingwen 1/1
BEES 2+ Mdm. Shing Mo Han Yvonne 1/1
BHF L Mr. Kwok Kin Fun 1/1
R ER SR Mr. Zhang Kejian 1/1
HERERERXE ATTENDANCE AT ANNUAL GENERAL MEETING
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During the year, the Company held one general meeting, namely the AGM
held on 28 May 2021. Details of matters resolved and the poll results were
published on the Stock Exchange’s website and the Company’s website
after the general meeting on that day.

The chairman of the Audit Committee, Remuneration Committee and
Corporate Governance Committee attended the AGM to ensure effective
communication with the Shareholders. Separate resolution was proposed at
the AGM on each substantially separate issue, including re-election of each
retiring director, and was put to vote at the meeting by way of poll. Detailed
procedures for conducting a poll were explained at the meeting.
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Annual General
Meeting held on
28 May 2021

Chairman and non-executive Director
Mr. Wang Chuncheng (resigned on 3 December 2021) -

Chairman and non-executive Director
Mr. Han Yuewei (former Executive Director and Chief v
Executive Officer, appointed as Chairman of the
Board on 3 December 2021, and ceased to be
the Chief Executive Officer of the Company, re-
designated as non-executive Director and continue
to serve as the Chairman of the Board on 14
January 2022)

Executive Director and Chief Executive Officer
Mr. Bai Xiaosong (appointed on 14 January 2022) TEA N/A

Executive Director and Vice Chairman
Mr. Li Xiangming (resigned on 7 September 2021) v

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

Executive Director and Vice President
Mr. Tao Ran (appointed on 7 September 2021) TEA N/A

Non-executive Directors

Mr. Hou Bo (appointed on 26 March 2021) 4
Mr. Lin Guolong (appointed on 7 September 2021) TEA N/A
Mr. Tan Ying (appointed on 7 September 2021) ANEA N/A
Mdm. Jiao Ruifang (appointed on 14 January 2022) TEA N/A
Mr. Wang Shouye (resigned on 26 March 2021) TEA N/A
Mr. Lyu Ruizhi (resigned on 26 March 2021) TEA N/A
Mr. Yu Zhongliang (resigned on 7 September 2021) v
Mdm. Guo Wei (resigned on 7 September 2021) v
Mr. Qing Mei Ping Cuo (appointed on 26 March 2021

and resigned on 14 January 2022) v

Independent non-executive Directors
Mdm. Shing Mo Han Yvonne

Mr. Kwok Kin Fun

Mr. Fu Tingmei

Mr. Zhang Kejian

NSNS
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Remuneration of Senior Management

Details of the remuneration by band of the senior management of the
Company, whose biographies are set out on pages 101 to 103 of this
annual report, for the year ended 31 December 2021 are set out below:

AR

Number of

Remuneration band individuals

Nil-HK$1,000,000

HK$1,000,001 to HK$1,500,000
HK$1,500,001 to HK$2,000,000
HK$2,000,001 to HK$2,500,000
HK$2,500,001 to HK$3,000,000
HK$3,000,001 to HK$3,500,000
HK$3,500,001 to HK$4,000,000
HK$4,000,001 to HK$4,500,000
HK$4,500,001 to HK$5,000,000
HK$5,000,001 to HK$5,500,000
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DIRECTORS’ RESPONSIBILITIES FOR FINANCIAL
REPORTING IN RESPECT OF FINANCIAL
STATEMENTS

The Directors acknowledge their responsibilities for preparing the financial
statements for the year ended 31 December 2021 which give a true and
fair view of the affairs of the Company and the Group and of the Group’s
results and cash flows.

The management has provided to the Board such explanation and
information as are necessary to enable the Board to carry out an informed
assessment of the Company’s financial statements, which are put to the
Board for approval. The Company provides all members of the Board with
monthly updates on Company’s performance, positions and prospects.

The Directors were not aware of any material uncertainties relating to events
or conditions which may cast significant doubt upon the Group’s ability to
continue as a going concern.

The statement by the Auditor regarding their reporting responsibilities on
the consolidated financial statements of the Company is set out in the
Independent Auditor’s Report on pages 127 to 312 of this annual report.
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INTERNAL CONTROL AND RISK MANAGEMENT

The Board acknowledges that it is the responsibility of the Board for
maintaining an adequate risk management and internal control systems to
safeguard shareholder investments and Company assets and reviewing the
effectiveness of such systems on an annual basis. The risk management
and internal control systems can provide reasonable and not absolute
assurance against material misstatement or loss and are designed to
manage rather than eliminate the risk of failure in the process of attaining
business objectives.

The Group has established a comprehensive risk management and
internal control system, and devoted significant attention to internal
control measures of its pharmaceutical manufacturing, pharmaceutical
distribution and pharmaceutical retail businesses. It has adopted stringent
internal control measures and operating procedures to regulate all stages
of its pharmaceutical value chain, from research and development to
manufacturing, distribution and retail. The Group’s internal control system
is designed according to relevant industrial and management standards,
including the GMP and GSP requirements. The Group implements the
procedures for periodic internal control audit, internal risk management, and
error correction and prevention on a regular basis.

With respect to dissemination of inside information, the Company has
adopted its “Information Disclosure Policy” setting out the procedures
of proper information disclosure. Release of inside information shall be led
by the Board. Unless duly authorized, all staff members of the Company
shall not disseminate inside information relating to the Group to any external
parties and shall not respond to media report or market speculation which
may materially affect the trading price or volume of the Shares.

The Group’s internal audit department plays a major role in monitoring
the internal governance of the Company. The major tasks of the internal
audit department include reviewing the financial condition, risk management
and internal control of the Group and conducting audits of subsidiaries of
the Company on a regular basis. The internal audit department is required
to report to the Audit Committee and the Board in relation to its review of
the Group’s risk management and internal control system annually, and
if there is any material deficiency, such issue has to be reported in a timely
manner.

Through the Audit Committee, the Board has conducted a review of
the effectiveness of the Group’s risk management and internal control
systems and considered the systems to be effective and adequate. The
Audit Committee has also assessed whether the Group’s internal audit
department is adequately resourced and reviewed its effectiveness.
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AUDITOR’S REMUNERATION

The remuneration for the audit and non-audit services provided by the
Auditor to the Group during the year ended 31 December 2021 was
approximately as follows:

&%

Amount

CEMFoT)

BR% 287 Type of services (HK$°000)

ZERTS Audit services 24,097

IERZ RS Non-audit services 163

wEt Total 24,260
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The Company Secretary, Mr. Lo Chi Lik Peter, is a practicing solicitor in
Hong Kong. Mr. Lo, aged 72, was appointed as the Company Secretary on
20 May 2016. He qualified as a solicitor in Hong Kong in 1976 and has been
in continuous practice since qualification. During the period from 1 January
2021 to 31 March 2022, Mr. Lo was a partner of Messrs. Woo, Kwan, Lee
& Lo. With effect from 1 April 2022, he ceased to be a partner but remained
with the firm as a consultant. Although Mr. Lo is not a full time employee
of the Company, he reports to the Board and in his capacity as Company
Secretary advises the Board on governance matters. The primary contact
person of the Company with Mr. Lo is Mdm. Weng Jingwen, the executive
Director, chief financial officer and vice president of the Company. Mr. Lo
confirmed that he had fulfilled the 15 hours of professional training in 2021.

ANTI-CORRUPTION SYSTEM AND WHISTLE-BLOWING
POLICY

In all commercial intercourse, the Group abides by business ethics and
market rules, and the Corporate Governance Committee is responsible for
business ethics supervision, and strictly prevent corruption, embezzlement,
bribery, fraud, money laundering and other incidents. The Group has also
adopted the “Whistleblowing Policy”, encouraging customers, employees,
suppliers, etc. to report the company’s misconduct to the Commissioner
of Integrity by mail, letter or interview. (For more details, please refer to the
Sustainability Report of the Company).
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COMMUNICATION WITH SHAREHOLDERS AND
INVESTOR RELATIONS

The Company considers that effective communication with the Shareholders
is essential for enhancing investor relations and understanding of the
Group’s business, performance and strategies. The Company also
recognizes the importance of timely and non-selective disclosure of
information, which will enable Shareholders and investors to make the
informed investment decisions.

The AGMs provide opportunity for the Shareholders to communicate directly
with the Directors. The Chairman of the Company and the chairmen of the
Board Committees will normally attend the AGMs to answer Shareholders’
questions. The Auditor will also be invited to attend the AGMs to answer
questions about the conduct of the audit, the preparation and content of the
auditor’s report, the accounting policies and auditor’s independence.

To promote effective communication, the Company adopts a Shareholders’
communication policy which aims at establishing a two-way relationship and
communication between the Company and the Shareholders and maintains
a website of the Company at http://www.crpharm.com, where up-to-date
information on the Group’s business operations and developments, financial
information, corporate governance practices and other information are
available for public access.

SHAREHOLDERS’ RIGHTS

Convening of extraordinary general meeting and putting forward
proposals at the general meetings

In accordance with Section 566 of the Companies Ordinance, the Directors
are required to call a general meeting if the Company has received requests
to do so from members of the Company representing at least 5% of the
total voting rights of all the members having a right to vote at general
meeting. Such requests (a) must state the general nature of the business
to be dealt with at the meeting; and (b) may include the text of a resolution
that may properly be moved and is intended to be moved at the meeting.
Such requests (a) may be sent to the Company in hard copy form (by
depositing at the registered office of the Company for the attention of the
Board) or in electronic form (by email: crpharm-ir@crpharm.com); and (b)
must be authenticated by the person or persons making it. In accordance
with Section 567 of the Companies Ordinance, the directors must call a
meeting within 21 days after the date on which they become subject to
the requirement under Section 566 of the Companies Ordinance and such
meeting must be held on a date not more than 28 days after the date of the
notice convening the meeting.
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Besides, Section 615 of the Companies Ordinance provides that members
may request the Company to give, to the members who are entitled to
attend the AGM, notice of a resolution that may properly be moved and is
intended to be moved at its annual general meeting. The Company must
give such notice of resolution if it has received requests that it do so from
(a) the members of the Company representing at least 2.5% of the total
voting rights of all the members who have a right to vote on the resolution
at the annual general meeting to which the requests relate; or (b) at least 50
members who have a right to vote on the resolution at the annual general
meeting to which the requests relate. Such requests (a) may be sent to
the Company in hard copy form (by depositing at the registered office of
the Company for the attention of the Board) or in electronic form (by email:
crpharm-ir@crpharm.com); (b) must identify the resolution of which notice is
to be given; (c) must be authenticated by the person or persons making it;
and (d) must be received by the Company not later than (i) six weeks before
the annual general meeting to which the requests relate; or (i) if later, the
time at which notice is given of that meeting. Section 616 of the Companies
Ordinance provides that the Company that is required under Section 615 of
the Companies Ordinance to give notice of a resolution must send a copy of
it at the Company’s own expense to each member of the Company entitled
to receive notice of the annual general meeting (a) in the same manner
as the notice of the meeting; and (b) at the same time as, or as soon as
reasonably practicable after, it gives notice of the meeting.

Procedure for Shareholders to nominate a person for election as a
Director

Article 90 of the Articles of Association provides that the Company may
from time to time in general meeting by ordinary resolution elect any person
to be a Director either to fill a casual vacancy or as an addition to the Board;
no person, other than a retiring Director or a person recommended by the
Board, shall be eligible for election to the office of Director at any general
meeting, unless notice in writing from a shareholder of his intention to
propose that person for election as a Director and notice in writing by that
person of his willingness to be elected as a Director shall have been lodged
with the registered office of the Company; unless otherwise determined by
the Directors and notified by the Company to the Shareholders, the period
for lodgement of the notices referred to in paragraph (2) of this Article
shall commence on a day after the dispatch of the notice of the meeting
designated for such election of Director(s). If the Directors should so
determine and notify the Shareholders of a different period for lodgement of
the said notice referred to in paragraph (2) of this Article, such period shall
in any event be a period of not less than seven days, commencing no earlier
than the day after the dispatch of the said notice of the meeting and ending
no later than seven days prior to the date of such meeting.
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Accordingly, if a Shareholder wishes to nominate a person to stand for
election as a Director at the general meeting, the following documents must
be validly served at the registered office of the Company, namely (1) his/her
notice of intention to propose a resolution at the general meeting;(2) a notice
signed by the nominated candidate of his/her willingness to be elected;(3)
the nominated candidate’s information as required to be disclosed under
Rule 13.51(2) of the Listing Rules; and (4) the nominated candidate’s written
consent to the publication of his/her personal data.

The aforesaid procedures are available on the website of the Company.

DIVIDEND POLICY

The Company has adopted a Dividend Policy on 17 December 2018.
Subject to the relevant criteria, the Company may distribute not less than
20% of the Group’s annual distributable profit, excluding one-off gains, as
dividends to the Shareholders. Such declaration and payment of dividends
shall remain to be determined at the absolute discretion of the Board and
subject to all applicable requirements (including without limitation restrictions
on dividend declaration and payment) under the Companies Ordinance and
the Articles of Association.

The Company will regularly review the Dividend Policy and reserves the
right in its sole and absolute discretion to update, amend and/or modify the
Dividend Policy at any time, and Dividend Policy shall in no way constitute
a legally binding commitment by the Company that dividends will be paid in
any particular amount and/or in no way obligate the Company to declare a
dividend at any time or from time to time.

The Company’s Dividend Policy is available at the website of the
Company.

Enquiries to the Board

Shareholders may at any time send their enquiries and concerns to
the Board by addressing them to the Finance and Investor Relations
Department (Hong Kong) of the Company. The contact details are as
follows:

China Resources Pharmaceutical Group Limited
Finance and Investor Relations Department (Hong Kong)
Room 4104-05, 41/F, China Resources Building,

26 Harbour Road, Wanchai, Hong Kong

Email: crpharm-ir@crpharm.com

Tel No.: 852-2593 8991

Shareholders should direct their questions about their shareholding to the
Company’s Share Registrar, Tricor Investor Services Limited, at Level 54,

Hopewell Centre, 183 Queen’s Road East, Hong Kong or fax number:
2861 1465.

CHANGE IN CONSTITUTIONAL DOCUMENTS
During 2021, there is no change in the Articles of Association.
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DIRECTORS

Mr. Han Yuewei
Chairrman and non-executive Director

Mr. Han Yuewei, aged 54, currently serves as the Vice General Manager
of CR Holdings. Mr. Han was appointed as an executive Director, chief
executive officer, chairman of the executive committee, member of
the corporate governance committee and authorized representative of
the Company in October 2019, and was appointed as chairman of the
Board and the chairman of the nomination committee of the Company in
December 2021 and has resigned and ceased to be the chief executive
officer, the chairman of the executive committee, a member of the corporate
governance committee and an authorized representative of the Company
and was re-designated as a non-executive Director and continued to serve
as the chairman of the Board and chairman of the nomination committee
of the Company on January 2022. Mr. Han served as a director of CR
Sanjiu from December 2019 to February 2022, a director of CR Double-
Crane from December 2019 to February 2022, the chairman and a director
of Dong-E-E-Jiao from December 2019 to January 2022. Mr. Han served
as an executive director of CR Medical from October 2017 to October
2019, during which he served as the chief executive officer of CR Medical
and the general manager of China Resources Healthcare Group Limited,
the controlling shareholder of CR Medical. Mr. Han worked for China
Resources Land Limited (“CR Land”) (the shares of which are listed on The
Stock Exchange, stock code: 1109) from October 2010 to October 2017,
during which he served as deputy general manager of Shenyang Region,
deputy general manager of Shenzhen Region, director of engineering
and vice president of CR Land. Prior to joining CR Land, Mr. Han worked
as the deputy director and director of the Bureau of Public Works of
Shenzhen Municipality (RIITTEEE THE) from April 2002 to October
2010. Mr. Han obtained a master’s degree in Construction Economics and
Management from Tsinghua University (/&% X £%) and a bachelor's degree
in Construction Management from Tsinghua University in July 1993 and July
1991 respectively.
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Mr. Bai Xiaosong
Executive Director and Chief Executive Officer

Mr. Bai Xiaosong, aged 50, was appointed as an executive Director, the
chief executive officer, the chairman of the executive committee, a member
of the corporate governance committee and an authorized representative of
the Company in January 2022. Mr. Bai currently serves as a director of CR
Sanjiu and CR Double-Crane. He served as a vice president of CR Sanjiu
from June 2021 to December 2021. Mr. Bai served as an assistant general
manager of China Resources Snow Breweries (China) Co., Ltd. (FHEIEE
B (R E)ABRAF) (“CR Snow Breweries”) from March 2016 to October
2018 and served as a deputy general manager of CR Snow Breweries from
October 2018 to June 2021. He also served as an associate president of
CR Double-Crane, a human resources and development controller and a
deputy general manager of China Resources Shenyang Sanyo Compressor
Co., Ltd. (Li5EH = ¥ BREHKBR A7), a senior analyst and a sales
director of CR Holdings. Mr. Bai holds a bachelor’s degree in Engineering
(Petroleum Processing) from Fushun Petroleum Institute, Department of
Petrochemical Engineering and a master’s degree of Economics in Finance
from Peking University, School of Economics.

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

Mdm. Weng Jingwen, aged 46, was appointed as an executive Director,
chief financial officer and vice president of the Company in July 2019, has
many years of experience in financial management, auditing, strategic
development and business analysis. Mdm. Weng also serves as a director
of CR Double-Crane and Dong-E-E-Jiao and a supervisor of CR Sanjiu etc..
Mdm. Weng served as a general manager of internal audit department and
strategic controller of CR Gas deputy strategic development controller of CR
Holdings (with a focus in pharmaceutical and healthcare areas). Mdm. Weng
was previously engaged in financial management and auditing job in the
International Business Machines Corporation and PricewaterhouseCoopers
before joining China Resources Group. Mdm. Weng obtained a bachelor’s
degree in economics from Zhejiang University, China and an MBA degree
from the Hong Kong University of Science and Technology.
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Mr. Tao Ran
Executive Director and Vice President

Mr. Tao Ran, aged 56, was appointed as the vice president of the Company
in June 2021 and appointed as an executive Director and a member
of the executive committee of the Company in September 2021. He is
concurrently a director of CR Jiangzhong, a director of CR Zizhu, a director
of CR Pharmaceutical Commercial, a chairman of the supervisory board of
CR Sanjiu, a supervisor of CR Double-Crane, a chairman of the supervisory
board of Dong-E-E-Jiao and was appointed as a non-executive director of
Immunotech in August 2021 and the chairman and director of CR Boya Bio-
pharmaceutical in December 2021. Mr. Tao has been worked for the China
Nanyang Imp. & Exp. Co. Ltd. of China Resources National Corporation
(currently known as China Resources Company Limited), a senior manager
of Investment Division and a deputy general manager of China Resources
Textiles (Holdings) Co., Ltd. and a senior director of Strategic Development
Division and the general manager of Strategic Development Division of
CR Pharmaceutical. Mr. Tao holds a bachelor’s degree in Engineering
awarded by Shanghai Jiao Tong University, China and a master’s degree in
Economics awarded by Beihang University, China.

Mr. Lin Guolong
Non-executive Director

Mr. Lin Guolong, aged 55, was appointed as a non-executive Director,
a member of the audit committee and a member of the remuneration
committee of the Company in September 2021, has been a designated
external director of the business unit of CR Holdings since August 2021
and has been a designated external director of China Resources Capital
Holdings Company Limited since November 2021. Mr. Lin had been a
deputy general manager of the finance department of CR Holdings from
August 2004 to August 2011 and from July 2018 to August 2021. From
August 2011 to July 2018, he was a vice president and chief financial officer
of CR Sanjiu. Mr. Lin holds a bachelor’s degree in Economics from the
Accounting Department of Xiamen University and a Master of Business
Administration degree from the University of South Australia.
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Mr. Tan Ying
Non-executive Director

Mr. Tan Ying, aged 59, was appointed as a non-executive Director in
September 2021, appointed as a designated external director of CR
Jiangzhong in September 2021 and an external director of Jiangzhong
Pharmaceutical in December 2021. Mr. Tan had been a director of the
technology centre, chief technology officer and chief R&D technology officer
at CR Sanjiu from January 2006 to July 2012, a general manager of the CR
Sanjiu R&D Centre from July 2012 to March 2013 and the vice president of
CR Sanjiu from April 2013 to September 2021. Mr. Tan held a bachelor’s
degree in Chinese medicine from Anhui Academy of Chinese Medicine and
a master’s degree and doctoral degree in integrated Chinese medicine from
Guangzhou University of Chinese Medicine.

Mr. Hou Bo
Non-executive Director

Mr. Hou Bo, aged 58, was appointed as a non-executive Director in March
2021 and joined the BSCOMC in 2019 and is currently an external task
director of the BSCOMC. Mr. Hou has many years of experience in financial
management. He served as the director of the insurance and non-banking
services department of the Beijing Municipal Bureau of Financial Work (3£ 5
MBI IER), the director of the financial market department of the Beijing
Municipal Bureau of Financial Work (At M€ 8 T{E/D), and the deputy
general manager (deputy bureau level) of the former Beijing Equity Exchange
Center Co., Ltd. (b A& 5 LA BR A7), and deputy general manager
of Zhongguancun Equity Exchange Service Group Co., Ltd. (#F B4 %
ERX SR EEBRAR]). Mr. Hou graduated from the department of
mechanical engineering of Tsinghua University, China in 1986 with a
bachelor of Engineering degree in Forging and Pressing. He graduated
from the Department of Business and Economics of Capital University of
Economics and Business, China with a master degree in Foreign Trade
Operations and Management in 1997 and obtained a doctor of Engineering
degree in Resources Industry Economics from the School of Earth Sciences
and Resources of the China University of Geosciences, Beijing in 2009. He is
also a senior international business engineer.

Mdm. Jiao Ruifang
Non-executive Director

Mdm. Jiao Ruifang, aged 44, was appointed as a non-executive Director
and a member of the audit committee of the Company in January 2022.
Mdm. Jiao joined the BSCOMC in 2014 and is currently the general
manager of the capital operation department of the BSCOMC and a non-
independent director of Beijing Urban-Rural Commercial (Group) Co.,
Ltd. (b b 3 (2 B) i {9 B PR A 7)) (the shares of which are listed
on the Shanghai Stock Exchange, stock code: 600861). Mdm. Jiao was
appointed as a director of Beigi Foton Motor Co., Ltd. (1t ;5% M TE WD
BPBRAR]) (the shares of which are listed on the Shanghai Stock Exchange,
stock code: 600166) in January 2022 and was appointed as a director
of Hainan Jingliang Holdings Co., Ltd. (8 =@ D AR AR (the
shares of which are listed on the Shenzhen Stock Exchange, stock code:
000505, 200505) in March 2022. Mdm. Jiao served as the board secretary
of Beiren Printing Machinery Holdings Limited (3t A EDRI#48 B 1D B BR A
7)), the board secretary of Beijing Jingcheng Machinery Machinery Electric
Company Limited (3L R #E I 15 B R 2 7)) and the deputy general
manager of Beijing Tianhai Industrial Co., Ltd. (It R A ETEER A A).
Mdm. Jiao holds an MBA in Finance from The Chinese University of Hong
Kong-Tsinghua University.
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Mdm. Shing Mo Han Yvonne
Independent Non-executive Director

Mdm. Shing Mo Han Yvonne, BBS, JP, aged 66, was appointed as an
independent non-executive Director and Chairman of Audit Committee, a
member of Remuneration Committee, a member of Nomination Committee
and a member of Corporate Governance Committee in August 2017.
Mdm. Shing was appointed as a Justice of Peace of the HKSAR in 2013
and awarded Bronze Bauhinia Star in 2017. Mdm. Shing is currently the
chairman of Yinn Advisory Services Limited and an independent non-
executive director of CSSC (Hong Kong) Shipping Company Limited
(listed on the Stock Exchange, stock code: 3877), AEON Credit Service
(Asia) Company Limited (listed on the Stock Exchange, stock code: 900),
Sirnaomics Ltd. (listed on the Stock Exchange, stock code: 2257) and an
independent director of China Merchants Energy Shipping Co., Ltd. (listed
on Shanghai Stock Exchange, stock code: 601872). Mdm. Shing was a
partner of Deloitte China for over 26 years until May 2016. She is also a
member of the 10th, 11th and 12th Jiangsu Provincial Committee of the
CPPCC. Mdm. Shing is a founding member and former president of the
Association of Women Accountants (Hong Kong) and the former chairman
of Hong Kong Institute of Certified Public Accountants Taxation Committee.
Her professional qualifications include fellow member of the Hong Kong
Institute of Certified Public Accountants, Association of Chartered Certified
Accountants and the Chartered Governance Institute. Mdm. Shing’s current
public appointments include court member of the Hong Kong Polytechnic
University, and advisor and member of the Finance Committee of Our Hong
Kong Foundation. In 2006, Mdm. Shing received the National Hundred
Outstanding Women Entrepreneurs Award in Great Hall of the People in
Beijing. She also received the Outstanding Alumni Award of Hong Kong
Polytechnic University in 2007. Mdm. Shing has been consecutively named
from 2001 to 2015 in International Tax Review as one of the World’s
Leading Tax Advisors in Hong Kong and Mainland. Mdm. Shing graduated
from the Hong Kong Polytechnic (currently known as the Hong Kong
Polytechnic University) and obtained a Higher Diploma in Accountancy and
was awarded in 2016/2017 Honorary University Fellow of the Hong Kong
Polytechnic University.
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Mr. Kwok Kin Fun
Independent Non-executive Director

Mr. Kwok Kin Fun, BBS, JP, aged 72, was appointed as an independent
non-executive Director and Chairman of Remuneration Committee, a
member of Audit Committee, a member of Nomination Committee and a
member of Corporate Governance Committee in June 2016. Mr. Kwok also
serves as an executive committee member of Rehabilitation International
and global vice chairman of Social Commission of Rehabilitation
International, the co-chair of the Conference Organizing Committee of
Rehabilitation International Asia & Pacific Regional Conference 2019,
the chairman of Incheon Strategy Group Committee of Asia and Pacific
Disability Forum, a vice chairman of The Hong Kong Joint Council for
People with Disabilities, a vice chairman of The Hong Kong Society for
Rehabilitation, a council member of Fu Hong Society, a member of Hospital
Authority Central Institutional Review Board (April 2021 to March 2024),
a member of Voting Members Committee of Riding For the Disabled
Association, the chairman of Accessible IT Development Association
Limited, a professional committee consultant to the Disabled Research
and Professional Committee of the China Association of Rehabilitation of
Disabled Persons (March 2019-March 2023), a professional consultant to
the Professional Committee of Shenzhen Smart Assistive Tech Association,
and an off-campus co-operative instructor to PHD students in the field of
athletic rehabilitation in the Sports Institute of Soochow University (2019—
2022). Mr. Kwok has over 30 years of experience in disability research and
medical research ethics. He successively served as a senior lecturer, a
principal lecturer, a university senior lecturer and an associate professor of
the City University of Hong Kong from 1985 to 2009, and after retirement
served as full-time and part-time senior research fellow. Mr. Kwok was
appointed as a Justice of the Peace by the government of Hong Kong in
1997 and received the Bronze Bauhinia Star awarded by the government
of Hong Kong SAR in 2005, “Kazuo Itoga” Memorial Prize awarded by
the government of Shiga Prefecture, Japan in 2006, and the Promoter
title of “Asian and Pacific Decade of Persons with Disabilities, 2013-2022"
awarded by United Nations Economic and Social Commission for Asia and
the Pacific (UNESCAP) in 2012. Mr. Kwok holds a bachelor’s degree in
social science from the University of Hong Kong, a master’s degree in social
science from the Chinese University of Hong Kong, and a Ph.D. degree in
philosophy from the University of Nottingham, the United Kingdom.
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Mr. Fu Tingmei
Independent non-executive Director

Mr. Fu Tingmei, aged 55, was appointed as an independent non-executive
Director and Chairman of Corporate Governance Committee, a member
of Remuneration Committee, a member of Nomination Committee and a
member of Audit Committee in June 2016. Mr. Fu has over 20 years of
experience in investment, finance, law and business management. Mr. Fu
currently serves as an independent non-executive director of Guotai Junan
International Holdings Limited, a company listed on the Stock Exchange
(stock code: 1788), Postal Savings Bank of China Co., Ltd., a company
listed on the Stock Exchange (stock code: 1658) and COFCO Joycome
Foods Limited (formerly known as “COFCO Meat Holdings Limited”), a
company listed on the Stock Exchange (stock code: 1610). Mr. Fu was an
independent non-executive director of Beijing Enterprises Holdings Limited,
a company listed on the Stock Exchange (stock code: 0392) from July 2008
to June 2017 and an independent non-executive director of CPMC Holdings
Limited, a company listed on the Stock Exchange (stock code: 0906) from
June 2008 to July 2019. Mr. Fu holds a master’s degree in law and a Ph.D.
degree in law from London University, the United Kingdom.

Mr. Zhang Kejian
Independent Non-executive Director

Mr. Zhang Kejian, aged 66, was appointed as an independent non-
executive Director and a member of Audit Committee, a member of
Remuneration Committee, a member of Nomination Committee and a
member of Corporate Governance Committee in June 2016. Mr. Zhang
also serves as an independent director of Zhejiang Hisoar Pharmaceutical
Co., Ltd. (LB EZERRHERAF]) (@ company listed on Shenzhen
Stock Exchange, stock code: 002099), a non-independent director of
Guangzhou Boji Medical Biotechnological Co., Ltd. (&M1& 758 224
YR B R A ) (a company listed on Shenzhen Stock Exchange
GEM, stock code: 300404), an independent director of Liaoning Chengda
Biotechnology Co., Ltd. (EZER KEWRDBRAF]) (a company listed
on Shanghai Stock Exchange, stock code: 688739) and the Chief Scientist
of The South China Center for Innovative Pharmaceuticals. Mr. Zhang has
over 20 years of experience in the pharmaceutical industry of PRC. He
was an independent director of CR Double-Crane from February 2016 to
June 2018, an independent director of Yifan Pharmaceutical Co., Ltd. (a
company listed on Shenzhen Stock Exchange, stock code: 002019) from
October 2014 to November 2020 and an independent director of Hunan
Fangsheng Pharmaceutical Co., Ltd (a company listed on Shanghai Stock
Exchange, stock code: 603998) from October 2018 to January 2021. He
was employed as a professor of School of Pharmaceutical Sciences of Sun
Yat-sen University and the director (Pharmacy Administration) of The South
China Center for Innovative Pharmaceuticals, a researcher at the Institute
of Medicine, Chinese Academy of Medical Sciences (71 [ 8 £ 5| 25 % 4y)
9T F), and successively served as a deputy director of Pharmaceutical
Evaluation Center (% 5F 1) and a deputy director of Medical Device
Evaluation Center (E8/& g2 1l Z &+ L) )under the State Food and Drug
Administration of the PRC (BIX R m#EmEEEIEF). Mr. Zhang received
a master’s degree in pathophysiology from China Medical University in
Shenyang, the PRC and a doctor’s degree in pharmacy from the School of
Pharmaceutical Sciences of Chiba University in Chiba, Japan.
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SENIOR MANAGEMENT
Mr. Qiu Huawei

Mr. Qiu Huawei, aged 54, is a chairman of CR Sanjiu. He used to be the
chairman of Shenzhen Sanjiu Pharmaceutical trade Co., Ltd. (ZJIFH =5
B 5 H RN\ 7)), a president, a senior vice president of CR Sanijiu and
a director of CR Jiangzhong. Mr. Qiu holds a bachelor’s of science degree
in Genetics and Genetic granted from Fudan University, China, is a senior
engineer and concurrently serves as an executive president of China Non-
Prescription Medicines Association (1 B 3E5E /5 Z£¥11 &), a vice president
of Chinese Rural Health Association (B2 &4 1% €) and a vice
president of China Association of Traditional Chinese Medicine (77 B %17
).

Mr. Feng Yi

Mr. Feng Yi, aged 60, currently serves as chairman of CR Double-Crane.
Mr. Feng has served as a deputy division researcher and director of
the organization bureau, a deputy general manager of human resource
department of CR Holdings, a deputy general manager of China Resources
Snow Breweries (Panijin) Co., Ltd. (ZEHS L (8258) B R A R)), a deputy
general manager of China Resources Land (Beijing) Co., Ltd. GEEHEH
HER) D AR A 7)), the chief human resources officer, vice president
and senior vice president of CR Bank, a senior vice president of CR
Pharmaceutical, and a supervisor of CR Sanjiu and Dong-E-E-Jiao. Mr.
Feng obtained an EMBA degree from Peking University, China.

Mr. Mu Hong

Mr. Mu Hong, aged 59, currently serves as the chairmen of CR
Pharmaceutical Commercial and CR Guangdong Pharmaceutical Co.,
Ltd. EEHEREEEHR A R]), the rotating chairman of China Federation
of Logistics & Purchasing Pharmaceutical Logistics Branch and the vice
chairman of Beijing Logistics and Supply Chain Management Association.
Mr. Mu started his career in China Resources since 1994 and successively
served as the general manager of China Resources Beer (Liaoning) Co.,
Ltd. (FEMMEE (E ) A 7)), the chairman and the general manager of China
Resources (Shenyang) Sanyo Compressor Co., Ltd. (&F5%E i = ¥R 4at
APBRAR]), the deputy chairman of CR Pharmaceutical, the general manager
of CR Pharmaceutical Commercial. Mr. Mu is an engineer who holds an
EMBA degree awarded by Nanjing University Business School, China.
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Mdm. Lu Xiaoqging

Mdm. Lu Xiaoging, aged 53, currently serves as a chairman of CR
Jiangzhong and the chairman of Jiangzhong Pharmaceutical. She served
as a deputy general manager, general manager, and deputy chairman of
Jiangxi Jiangzhong Pharmaceutical (Group) Co., Ltd, currently known as CR
Jiangzhong. Mdm. Lu holds a bachelor’s degree in Pharmacy from Jiangxi
University of Traditional Chinese Medicine, China, a master’s degree in law
from Zhejiang University, China, an EMBA degree from Tsinghua University,
China. Mdm. Lu is also associate chief pharmacist.

Mr. Gao Dengfeng

Mr. Gao Dengfeng, aged 49, holds a master’s degree in MBA. Mr. Gao has
been working in Dong-E-E-Jiao from September 1995. He used to be a
sales representative of Dong-E-E-Jiao, a sales manager,an office manager,
a marketing manager/director, a director of south west and north west
regions, a director of high-end product segment, a general manager of
Jiangsu sales branch, a general manager of Suwan sales branch, a director
of human resources department, a general manager of a healthcare product
company, a general manager of an e-commerce company, the associate
president, the vice president, the president, etc.. Mr. Gao serves as the
chairman of Dong-E-E-Jiao.

Mr. Wu Jun

Mr. Wu Jun, aged 59, serves as a senior vice president of the Company.
Currently, Mr. Wu also serves as a director of CR Pharmaceutical Holdings,
China Resources Pharmaceutical Investment Company Limited and Beijing
Pharmaceutical Co., Ltd. (1t 5 2 &£ B FFR & T2 7)), Dong-E-E-Jiao, a
chairman of the supervisory board of CR Double Crane etc.. Mr. Wu has
been a director and the general manager of China Resources Machinery
and Minmetals (Holdings) Co., Ltd. ZEE#4 iz (5 E) B R A 7)), a deputy
general manager in the enterprise development department of CR Holdings,
a director and deputy general manager of CR Investment & Development
Company Limited(ZEHIZ &R F R A7), a deputy general manager
in the internal audit department of CR Holdings and a vice president of
CR Pharmaceutical. Mr. Wu obtained the qualification of senior engineer
in China and he obtained a master’s degree in engineering from Tianjin
University, China and an MBA degree from University of San Francisco in
San Francisco, the United States of America.
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Mr. Liu Yaoming

Mr. Liu Yaoming, aged 60, was appointed Secretary of the CPC Discipline
Committee of the Company in November 2020. Mr. Liu has previously
served as head of the research and development department, director of
the technology centre, office director, assistant to the chairman, director
and deputy general manager of Jiangxi Jiangzhong Pharmaceutical (Group)
Co., Ltd. He is a member of the management team of CR Jiangzhong.
Mr. Liu is a chief Chinese medicine pharmacist and a licensed pharmacist
entitled to special government grants awarded by the State Council. Mr.
Liu holds a Bachelor of Science degree from the Pharmacy Department
of Jiangxi College of Traditional Chinese Medicine, China (now known as
Jiangxi University of Traditional Chinese Medicine).

Mr. Meng Qingsheng

Mr. Meng Qingsheng, aged 53, serves as a vice president of the Company.
Mr. Meng has engaged in the Information Technology (IT) consultancy
and management business for over 20 years. Mr. Meng has extensive
experience in areas like corporate IT strategic planning, system structural
design, project management and the training of professional personnel.
Mr. Meng has been a presales consultant of Platinum China Co., Ltd., a
senior consultation manager of Oracle China Co., Ltd.. Mr. Meng has also
acted as a consulting director, assistant director and deputy director of the
Information Management Department of CR Holdings.

Mdm. Tang Na

Mdm. Tang Na, aged 45, currently the vise president of the Company.
Mdm. Tang also serves as a supervisor of CR Sanjiu, CR Jiangzhong,
Dong-E-E-Jiao, CR Double Crane and chairman of the supervisory board
of CR Pharmaceutical Commercial and a director of CR Zizhu. Mdm. Tang
served as a partner of Concord & Partners and a director of legal affairs of
CR Pharmaceutical Commercial. Mdm. Tang obtained the qualification of
PRC lawyer and the corporate counsel qualification. Mdm. Tang obtained a
bachelor of law degree from China University of Political Science and Law.

Mr. Cui Xingpin

Mr. Cui Xingpin, aged 49, was appointed as the vice president of the
Company on November 2021. Mr. Cui has been the chief staff member of
the Changping Branch of the Beijing Municipal Administration for Industry
and Commerce, the chief researcher of the COFCO Nutrition and Health
Research Institute, and the deputy general manager of the Environmental
Health and Safety Department of CR Holdings. Mr. Cui obtained a
PhD degree in Analytical Chemistry from the Department of Chemistry,
University of Science and Technology of China and has carried out post-
doctoral research in the Department of Pharmacology of the University of
Pennsylvania, USA.
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The Board is pleased to present its report together with the audited
consolidated financial statements of the Group for the year ended 31
December 2021.

PRINCIPAL ACTIVITIES

The Company is an investment holding company. The Group is principally
engaged in the research and development, manufacturing, distribution
and retail of an extensive range of pharmaceutical and other healthcare
products. Analysis of the principal activities of the Group during the year
ended 31 December 2021 is set out in the Note 1 to the consolidated
financial statements.

RESULTS

The results of the Group for the year ended 31 December 2021 are set out
in the consolidated statement of profit or loss and consolidated statement
of comprehensive income on pages 133 to 134 of this annual report.

FINAL DIVIDEND

The Board recommended the payment of a final dividend of HK$0.15 per
Share for the year ended 31 December 2021 (2020: HK$0.12). Such final
dividend will not be subject to any withholding tax in Hong Kong. The final
dividend is subject to the approval of the Shareholders at the forthcoming
AGM to be held on 27 May 2022 and the final dividend will be distributed
on or about 25 July 2022 to the Shareholders whose names appear on the
register of members of the Company on 9 June 2022.

The final dividend will be payable in cash to each shareholder in HK$
by default. Shareholders will also be given the option to elect to receive
all or part of the final dividend in RMB at the exchange rate of HK$1.0:
RMB0.81354, being the average benchmark exchange rate of HK$ to
RMB as published by the People’s Bank of China during the five business
days immediately before 29 March 2022 (Tuesday). If shareholders elect to
receive the final dividend in RMB, such dividend will be paid to shareholders
at RMBO0.122031 per share. To make such election, shareholders should
complete the Dividend Currency Election Form which is expected to be
despatched to shareholders in mid-June 2022 as soon as practicable after
the record date of 9 June 2022 (Thursday) to determine shareholders’
entitlement to the final dividend, and lodge it with the Company’s share
registrar, Tricor Investor Services Limited at Level 54, Hopewell Centre, 183
Queen’s Road East, Hong Kong not later than 4:30 p.m. on 4 July 2022
(Monday).
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Shareholders who are minded to elect to receive all or part of their dividends
in RMB by cheques should note that (i) they should ensure that they have an
appropriate bank account to which the RMB cheques for dividend can be
presented for payment; and (i) there is no assurance that RMB cheques can
be cleared without material handling charges or delay in Hong Kong or that
RMB cheques will be honoured for payment on presentation outside Hong
Kong. The cheques are expected to be posted to the relevant Shareholders
by ordinary post on 25 July 2022 (Monday) at the Shareholders’ own risk.

If no duly completed Dividend Currency Election Form in respect of the
Shareholder is received by the Company’s share registrar by 4:30 p.m. on
4 July 2022 (Monday), such Shareholder will automatically receive the final
dividend in HK$. All dividend payments in HK$ will be made in the usual way
on 25 July 2022 (Monday).

If Shareholders wish to receive the final dividend in HK$ in the usual way, no
additional action is required.

Shareholders should seek professional advice with their own tax advisers
regarding the possible tax implications of the dividend payment.

CLOSURE OF REGISTER OF MEMBERS

The register of members of the Company will be closed from 24 May 2022
to 27 May 2022, both days inclusive, in order to determine the identity
of the Shareholders who are entitled to attend the AGM, during which
period no share transfers will be registered. To be eligible to attend the
AGM, all properly completed transfer forms accompanied by the relevant
share certificates must be lodged for registration with the Company’s
share registrar in Hong Kong, Tricor Investor Services Limited, at Level 54,
Hopewell Centre, 183 Queen’s Road East, Hong Kong not later than 4:30
p.m. on 23 May 2022.

The register of members of the Company will also be closed on 8 June
2022 to 9 June 2022, both days inclusive, in order to determine the
entitlement of the Shareholders to receive the final dividend, during which no
share transfers will be registered. To qualify for the final dividend, all properly
completed transfer forms accompanied by the relevant share certificates
must be lodged for registration with the Company’s share registrar in
Hong Kong, Tricor Investor Services Limited, at Level 54, Hopewell Centre,
183 Queen’s Road East, Hong Kong not later than 4:30 p.m. on 7 June
2022.
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BUSINESS REVIEW

A review of the Company’s business, a discussion and analysis of the
Group’s performance during the year, the principal risks and uncertainties
facing the Group, the material factors underlying its results and financial
position, certain important events occurred since the end of the Reporting
Period and the future development of the Company’s business have been
set out in the Management Discussion and Analysis of this annual report.

The Group shall comply with the relevant provisions governing
environmental protection and appraisal of environmental impact, as well
as national and provincial standards of environmental quality established
by various government authorities. The Group has carried out the relevant
environmental impact assessments and has obtained all the required
permits and environmental approvals for its manufacturing facilities. To
ensure compliance with relevant laws, rules and regulations on pollution
control, the Group has also established waste water treatment and waste
management facilities at its pharmaceutical manufacturing sites.

To the best knowledge and information of the Company, the Group
has complied with the relevant laws, regulations and other applicable
requirements that have a significant impact on the Group during the
Reporting Period.

The Group recognizes the importance of good governance to its
sustainable growth and strives to maintain effective communication with its
stakeholders, including its Shareholders, investors, employees, customers
and suppliers.

In addition to the above, general information regarding the Group’s
performance on environmental and social-related policies, as well as
compliance with relevant laws and regulations which have a significant
impact on the Group and an account of the Company’s relationships with
its key stakeholders are discussed throughout this annual report. Further
details will be also disclosed in the Company’s Sustainability Report 2021.

FINANCIAL HIGHLIGHTS

A summary of the Group’s results, assets and liabilities for the last five
financial years is set out on page 32 of this annual report. This summary
does not form part of the audited consolidated financial statements.
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MAJOR CUSTOMERS AND SUPPLIERS
Major Customers

For the year ended 31 December 2021, the Group’s sales to its five largest
customers accounted for 3.0% (2020: 3.5%) of the Group’s total revenue
and our single largest customer accounted for 0.8% (2020: 1.1%) of the
Group’s total revenue.

Major Suppliers

For the year ended 31 December 2021, the Group’s five largest suppliers
accounted for 8.3% (2020: 6.2%) of the Group’s total purchases and our
single largest supplier accounted for 2.2% (2020: 1.4%) of the Group’s total
purchases.

During the Reporting Period, none of the Directors or any of their close
associates or any Shareholders (which, to the best knowledge of the
Directors, own more than 5% of the number of issued Shares) had any
interest in the Group’s five largest customers and suppliers.

PROPERTY, PLANT AND EQUIPMENT
Details of movements in the property, plant and equipment of the Group

during the year ended 31 December 2021 are set out in Note 15 to the
consolidated financial statements.

SHARE CAPITAL

Details of movements in the share capital of the Company during the year
are set out in Note 34 to the consolidated financial statements.

RESERVES

Details of movements in the reserves of the Company and the Group during
the Reporting Period are set out in the consolidated statement of changes
in equity pages 137 to 138.
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DISTRIBUTABLE RESERVES

As at 31 December 2021, the Company’s reserves available for distribution,
amounted to approximately HK$1,532.6 million.

BANK LOANS AND OTHER BORROWINGS

Particulars of bank loans and other borrowings of the Group as at 31
December 2021 are set out in Notes 29 and 30 to the consolidated financial
statements.

DIRECTORS
The Directors up to the date of this annual report are:

Chairman and non-executive Director
Mr. Wang Chuncheng
(resigned on 3 December 2021)

Chairman and non-executive Director

Mr. Han Yuewei

(former Executive Director and Chief Executive Officer, appointed as
Chairman of the Board on 3 December 2021, and ceased to be the
Chief Executive Officer of the Company, re-designated as non-executive
Director and continue to serve as the Chairman of the Board on 14
January 2022)

Executive Director and Chief Executive Officer
Mr. Bai Xiaosong
(appointed on 14 January 2022)

Executive Director and Vice Chairman
Mr. Li Xiangming
(resigned on 7 September 2021)

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

Executive Director and Vice President
Mr. Tao Ran
(appointed on 7 September 2021)
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Non-executive Directors
Mr. Hou Bo

(appointed on 26 March 2021)
Mr. Lin Guolong

(appointed on 7 September 2021)
Mr. Tan Ying

(appointed on 7 September 2021)
Mdm. Jiao Ruifang

(appointed on 14 January 2022)
Mr. Wang Shouye

(resigned on 26 March 2021)
Mr. Lyu Ruizhi

(resigned on 26 March 2021)
Mr. Yu Zhongliang

(resigned on 7 September 2021)
Mdm. Guo Wei

(resigned on 7 September 2021)
Mr. Qing Mei Ping Cuo

(appointed on 26 March 2021 and resigned on 14 January 2022)

Independent non-executive Directors
Mdm. Shing Mo Han Yvonne

Mr. Kwok Kin Fun

Mr. Fu Tingmei

Mr. Zhang Kejian

In accordance with article 78 of the Articles of Association, Mr. Bai
Xiaosong, Mr. Tao Ran, Mr. Lin Guolong, Mr. Tan Ying and Mdm. Jiao
Ruifang shall retire from office, and being eligible, have offered themselves
for re-election at the AGM.

In accordance with article 88(1) of the Articles of Association, Mdm. Weng
Jingwen, Mdm. Shing Mo Han Yvonne and Mr. Kwok Kin Fun shall retire by
rotation, and being eligible, have offered themselves for re-election at the
AGM.

Details of the Directors to be re-elected at the AGM are set out in the
circular to the Shareholders dated 28 April 2022.

DIRECTORS AND SENIOR MANAGEMENT

Biographical details of the Directors and senior management of the
Company are set out on pages 94 to 103 of this annual report.
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CONFIRMATION OF INDEPENDENCE OF
INDEPENDENT NON-EXECUTIVE DIRECTORS

The Company has received an annual confirmation of independence
pursuant to rule 3.13 of the Listing Rules from each of the independent
non-executive Directors and the Company considers such Directors to be
independent throughout the year ended 31 December 2021 and remain so
as of the date of this annual report.

DIRECTORS’ SERVICE CONTRACTS

None of the Directors has a service contract which is not terminable by
the Group within one year without payment of compensation (other than
statutory compensation).

DIRECTORS’ INTERESTS IN TRANSACTIONS,
ARRANGEMENTS OR CONTRACTS OF SIGNIFICANCE

No Director or his/her connected entities had a material interest, either
directly or indirectly, in any transaction, arrangement or contract of
significance to the business of the Group to which the Company, its parent
company or any of its subsidiaries or fellow subsidiaries was a party during
the year ended 31 December 2021 and up to the date of this annual report.

MANAGEMENT CONTRACTS

No contracts concerning the management and administration of the whole
or any substantial part of the business of the Company were entered into or
existed during the year and up to the date of this annual report.

EMOLUMENT POLICY

The Remuneration Committee was set up for reviewing the Group’s
emolument policy and structure for all remuneration of the Directors and
senior management of the Group, having regard to the Group’s operating
results, individual performance of the directors and senior management and
comparable market practices.

Details of the emoluments of the Directors, and five highest paid individuals

during the Reporting Period are set out in Notes 10 and 11 to the
consolidated financial statements.

RETIREMENT AND EMPLOYEE BENEFITS SCHEME

Details of the retirement and employee benefits scheme of the Group are
set out in Note 2.4 to the consolidated financial statements.
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DIRECTORS’ AND CHIEF EXECUTIVE’S INTERESTS
AND SHORT POSITION IN SHARES, UNDERLYING
SHARES AND DEBENTURES

As at 31 December 2021, the interests/short positions of the Directors
and the chief executives of the Company in the shares, underlying shares
and debentures of the Company or its associated corporations (within the
meaning of Part XV of the SFO which were required (a) to be notified to the
Company and the Stock Exchange pursuant to Divisions 7 and 8 of Part
XV of the SFO (including interests or short positions which they are taken
or deemed to have under such provisions of the SFO); or (b) to be entered
into the register required to be kept by the Company pursuant to Section
352 of the SFO; or (c) as otherwise notified to the Company and the Stock
Exchange pursuant to the Model Code were as follows:

INTERESTS/SHORT POSITIONS IN SHARES OF THE
COMPANY

(a) Interests in issued ordinary shares and underlying shares of
the Company:

HREHaST
Approximate
Bin8H percentage of
Number of shareholding
ordinary shares %

B

BeE %e
Long/short
Position

a5) 300,000
Long Position

0.0048

(Z) RELFEBEE-FRKEZERR
AFERTRERRERERGPETN
R

i3 Ea"
ERNg Capacity,”
Name of Director Nature of Interest
i EmEA A
Tan Ran Beneficial Owner

(b) Interests in issued ordinary shares and underlying shares of
China Resources Cement Holdings Limited, an associated
corporation of the Company:

FEEHWASL
Approximate
2218 4= percentage of
Number of shareholding
ordinary shares %

HE
Be %e
Long/short
Position

5] 120,000
Long Position

0.0017
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i3 HEaH"
EREgR Capacity,”
Name of Director Nature of Interest
(EEN EmEA A
Tan Ran Beneficial Owner

(c) Interests in issued ordinary shares and underlying shares of
China Resources Land Limited, an associated corporation of
the Company:

HREHaS
Approximate
Bin8H percentage of
Number of shareholding
ordinary shares %

HER

Uiy 98 3 |

Long/short
Position

R 10,000
Long Position

0.0001

(T) RELFEEEEE-FREHEERR
LAFERTEERRARKBPEAN
e -

53 EaH"
EElR Capacity,”
Name of Director Nature of Interest
(BN EmEB A
Tan Ran Beneficial Owner

(d) Interests in issued ordinary shares and underlying shares
of China Resources Power Holdings Company Limited, an
associated corporation of the Company:

FREHaSE
Approximate
percentage of
shareholding

we %R
Long/short
Position

Number of
ordinary shares %

S~ 12,000 0.0002

Long Position
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Save as disclosed above, as at 31 December 2021, so far as it is known
to the Directors or chief executives of the Company, none of the Directors
or chief executives of the Company had any interests/short positions in the
shares, underlying shares and debentures of the Company or any of its
associated corporations (within the meaning of Part XV of the SFO) which
were required (a) to be notified to the Company and the Stock Exchange
pursuant to Divisions 7 and 8 of Part XV of the SFO (including interests
or short positions which they were taken or deemed to have under such
provisions of the SFO); or (b) to be entered into the register required to
be kept by the Company pursuant to section 352 of the SFO; or (c) as
otherwise to be notified to the Company and the Stock Exchange pursuant
to the Model Code.

DIRECTORS’ RIGHTS TO ACQUIRE SHARES OR
DEBENTURES

Save as otherwise disclosed in this annual report, at no time during the year
was the Company, its parent company or any of its subsidiaries or fellow
subsidiaries a party to any arrangement that would enable the Directors
to acquire benefits by means of acquisition of shares in, or debentures of,
the Company or any other body corporate, and none of the Directors or
any of their spouses or children under the age of 18 were granted any right
to subscribe for the equity or debt securities of the Company or any other
body corporate or had exercised any such right.
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FERFRREORMEMKAPHE  SUBSTANTIAL SHAREHOLDERS’ INTERESTS AND
BRER SHORT POSITIONS IN SHARES AND UNDERLYING

SHARES

RZZE-—F+-A=+—H BAREES
FrEn - THIAL (W IEEER AR R EHITER
AB)RAR RIS sk ABRERR (7 o HE B IR 1% (B
ERHEEM) BEXVIBE2 I FHABAR
AFBETEELRARAIREGES SR
1) 553361578 T 1F 2 B it Z S 504

As at 31 December 2021, to the best knowledge of the Directors, the
following persons (not being a Director or chief executive of the Company)
had interests or short positions in the Shares or underlying Shares which fall
to be disclosed to the Company under the provisions of Divisions 2 and 3
of Part XV of the SFO as recorded in the register required to be kept by the
Company pursuant to section 336 of the SFO:

P

=

17 3/
iz
#i¥vast
Approximate
Percentage of
B EaHHE FBEZRNE FE %E Shareholding
BREE Capacity/ Number of Long/short in the Company
Name of Shareholder Nature of Interest Shares held position (%)
REERERAF RESEEE R 3,333,185,612 i1 & 53.05
China Resources Company Limited™ Interest in controlled Long position
corporation
RGO REGEEE R 3,333,185,612 #f & 53.05
CRI® Interest in controlled Long position
corporation
CRC Bluesky Limited™ ZYEHEE R 3,333,185,612 & 53.05
Interest in controlled Long position
corporation
FEHEEO SRS E R 3,333,185,612 if& 53.05
CR Holdings™ Interest in controlled Long position
corporation
EHEE(BE)BERARO BEalEBA 3,333,185,612 #f & 53.05
CRH (Pharmaceutical) Limited™ Beneficial owner Long position
EREEe RPESEEE R 1,296,238,849 41 & 20.63
BSCOMC® 3 Interest in controlled Long position
corporation
IREERLREERBRAFO REGEEER 1,094,800,000 #F& 17.43
Beijing State-owned Capital Operation  Interest in controlled Long position
and Management Center Investment corporation
Holdings Limited®
IREEFRLREBEERRAFO BEnlEBA 1,094,800,000 #f& 17.43

Beijing State-owned Capital Operation
and Management Center Investment
Management Limited®

Beneficial owner

Long position
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Wit :

(1) FEHEE(EZ)ARARN((EHEE(BE)E
BB 193,333,185,6 1208 f% ) - # ML E (B
E)AEBEENZENBRR - EBEEA
CRC Bluesky Limited®Bm = &M B AR « M
CRC Bluesky Limited Bl EBE N = EHA °
EBRNDATREEERAGNZRERSE]
MBAR - RIEEHRBAEER -+
fRAR - #EA&D « CRC Bluesky Limited &
HEESAEERARERSEE(BE)BFENHR
MPERER

(2 WBEFHFRBEGRY  EREEEB R
FIE S R X)W R B Beijing Equity
Investment Development Fund (Cayman Il)
LP.(—RRAESHEIMONERRCEREER
AD#FA 201,438,840 P HE R - B
AEESREEEBEDRINARRDRE%HIRE
R h AR -

(B HREEFLEEEEAERAA(ETREER
HEER| At RBREEARAR)EERS
£1,094,800,000f %) - L REEKREER
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Notes:

(1) CRH (Pharmaceutical) Limited (“CRH (Pharmaceutical)”) directly held
3,333,185,612 Shares. CRH (Pharmaceutical) is a wholly-owned subsidiary of
CR Holdings. CR Holdings is a beneficially wholly-owned subsidiary of CRC
Bluesky Limited, which is in turn wholly-owned by CRI. CRI is an ultimately
beneficially wholly-owned subsidiary of China Resources Company Limited.
By virtue of the SFO, each of China Resources Company Limited, CRI, CRC
Bluesky Limited and CR Holdings is deemed to have an interest in the Shares
held by CRH (Pharmaceutical).

(2) By virtue of the SFO, BSCOMC is deemed to have an interest in the
201,438,849 Shares held by Beijing Equity Investment Development Fund
(Cayman Il) L.P., an exempted limited partnership registered in the Cayman
Islands, by reason of a series of funds and corporate structures. Each of which,
individually, is interested in less than 5% in the voting Shares.

3) Beijing State-owned Capital Operation and Management Center Investment
Management Limited (‘BSCOMC Investment Management”, formerly known
as Beijing Pharmaceutical Investment Limited) directly held 1,094,800,000
Shares. BSCOMC Investment Management is a wholly-owned subsidiary of
Beijing State-owned Capital Operation and Management Center Investment
Holdings Limited (“BSCOMC Investment Holdings”, formerly known as Beijing
Pharmaceutical Holdings Limited), which is in turn wholly owned by BSCOMC.
By virtue of the SFO, each of BSCOMC and BSCOMC Investment Holdings
is deemed to have an interest in the Shares held by BSCOMC Investment
Management.

Save as disclosed above, as at 31 December 2021, the Directors were
not aware of any persons (who were not Directors or chief executive of the
Company) who had an interest or short position in the Shares or underlying
Shares of the Company which would fall to be disclosed under Divisions
2 and 3 of Part XV of the SFO, or which would be required, pursuant to
Section 336 of the SFO, to be entered in the register referred to therein.
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SHARE OPTION SCHEME

The Company adopted a share option scheme on 12 December 2017 (the
“Share Option Scheme”). No share option was granted under the Share
Option Scheme since adoption.

1. PURPOSE

The purpose of the Share Option Scheme is to effectively retain and
attract exceptional talents through a further optimized remuneration
structure, align the interests of the employees and Shareholders, and
effectively motivate both the management team and key employees,
thereby fostering the long-term development of the Company and
maximizing the interests of the Shareholders.

2. INCENTIVE TARGETS

There are 199 incentive targets under the Share Option Scheme, who
are the Directors (excluding non-executive Directors and independent
non-executive Directors), senior management (including general
managers, deputy general managers, heads of the finance department
and those personnel with such functions, board secretaries and other
senior management pursuant to the Articles of Association), and other
key employees whose management and technical skills may have a
direct impact on the results of operation and strategic development of
the Group.

3. LIMIT OF THE SHARE OPTION SCHEME

The total number of new Shares that may be issued upon exercise
of the share options pursuant to the Share Option Scheme and alll
other schemes of the Company (if any) shall not, in aggregate, exceed
628,450,646 Shares, representing 10% of the Company’s total
issued shares as at the date on which the resolution approving the
Share Option Scheme is passed at the extraordinary general meeting.

The Company may seek approval from the Shareholders at a general
meeting of the Company to grant share options exceeding the
above 10% limit, provided that share options in excess of such limit
are granted to those incentive targets specifically identified by the
Company before such approval is obtained.

The total number of new Shares that may be issued in relation to the
first grant of the share options to the incentive targets under the Share
Option Scheme shall not exceed 1% of the Company’s total issued
Shares.
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Unless approved by the Shareholders in the general meeting of the
Company, the total number of Shares which are issued and will be
issued upon exercise of the share options (including both exercised
and outstanding Share options) granted to any one of the incentive
targets under the Share Option Scheme and any other share option
schemes of the Company within any 12-month period must not
exceed 1% of the total issued Shares from time to time. Where further
grant of share options to an incentive target would result in the Shares
issued and to be issued upon exercise of the share options granted
and to be granted to such incentive target (including exercised,
cancelled and outstanding share options) in the 12-month period
up to and including the date of such further grant representing in
aggregate over 1% of the total issued Shares, such further grant must
be separately approved by the Shareholders in general meeting of
the Company with such incentive target and his/her close associates
(or his/her associates if such incentive target is a connected person)
abstaining from voting, and in such case, the Company will send
a circular to the Shareholders disclosing all relevant information
necessary under the Listing Rules.

The limit on the number of securities which may be issued upon
exercise of all outstanding options granted and yet to be exercised
under the Share Option Scheme and other schemes (if any) shall not
exceed 30% of the relevant class of securities of the Company in issue
from time to time, and no share option may be granted under the
Share Option Scheme and any other schemes of the Company if this
will result in this limit being exceeded.

VALIDITY PERIOD AND EXERCISE PERIOD

The Share Option Scheme shall be valid for ten (10) years from its
effective date, unless otherwise terminated pursuant to the terms
therein.

The incentive targets under each grant of the Share Option Scheme
may only exercise the share options two (2) years after the grant date.

Once the conditions to the exercise are satisfied after the two-year
restriction period commencing from the grant date, the share options
may be exercised by three (3) years thereafter with the proportion of
30%, 30% and 40% of the share options in each year.
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5. EXERCISE PRICE

The exercise price of the share options under the Share Option
Scheme shall be determined by the Board, but shall not be less than
the highest of the followings:

(i) the closing price of the Shares on the grant date (which must
be a trading day) as stated on the Stock Exchange’s daily
quotations sheet; and

(i) the average closing price of the Shares for the five (5) trading
days immediately preceding the grant date as stated on the
Stock Exchange’s daily quotations sheet on the grant date.

The incentive targets, subject to the fulfillment of the relevant
conditions and within the relevant exercise period, may apply with
the Company in respect of the exercise of the share options granted
to him/her and shall pay the relevant subscription amount within 28
days.

EQUITY-LINKED AGREEMENTS

Save as disclosed above, no equity-linked agreements were entered into
during the year or subsisted at the end of the year.

PURCHASE, SALE OR REDEMPTION OF LISTED
SECURITIES

Neither the Company nor its subsidiaries has purchased, sold or redeemed
any of the Company’s listed securities during the Reporting Period and up
to the date of this report.

NON-COMPETITION UNDERTAKING

As disclosed in the Prospectus, the Company have entered into a non—
competition agreement (the “Non-competition Agreement”) with CR
Holdings on 14 September 2016.

The independent non-executive Directors have conducted a review of the
compliance with the Non-competition Agreement by the Company and CR
Holdings in respect of year 2021, including but not limited to the review of
the Non-Competition Agreement and internal confirmations by the Company
and CR Holdings. Having made all reasonable enquiries, nothing has come
to the attention of the independent non-executive Directors that, except
for the Retained Business (as defined in the Prospectus), CR Holdings has
engaged in, participated in or assisted others to engage or participate in,
or procure its subsidiaries (other than the Group) to engage in, participate
in or assist others to engage in, any business that competes or is likely to
compete, directly or indirectly, with our business within the PRC during year
2021.

China Resources Pharmaceutical Group Limited | Annual Report 2021

117



118

ExERE (@)

REPORT OF THE DIRECTORS (continued)

EFENERREOHER

BAFRABESEIN RZT-_—F+—-A
=1+—H HMESEEXAHEZENHBARE
{R] R AN 2 [ 3E 75 B 4 sk R IR A T ek Al et
R RSP A T -

REX S RSHERER S

RIE-NFREANRA  FEEBEEREER
HEM —ERSEREE /EBI0ET LA
B ARRITIRIBE A TGN KHEE 2 57
KR 2 BFET LB - RE=F -

MN-E-—FXA-+-H ARRIHEEIFE
2EWEB A REEE = NGB EEE R TR
B2 EWE RN R AT AR e
T UL ()2 8 = L (MBS A8 B A b 358 (1 A PP 5088
A M T OE RN % E R R
b 8% TH 78 4919,000°F 5 K) F #6122 B MR s i
SR—BEAERYE ¢ K (ii)EE B = L (HE M) #6 rE B
EHRRBERREB=AMMNMNERRE
EREROHRBERNER LI E N ([HE
FIRBXRERBE) - EREBEIZERRD
FAMERZBRER  A=FE T _UF
NAZT—H - fERRBR HIER R ZIE T 5
EBITHRERRBRIERIAN —E——F
7N AN A R AR BV BE RIS BB B
FatG o

2021155 | FHEEEEFRLA

DIRECTORS’ INTEREST IN COMPETING BUSINESS

Save as disclosed in this annual report, as at 31 December 2021, none
of the Directors or their respective associates had engaged in or had any
interest in any business which competes or is likely to compete, either
directly or indirectly, with the businesses of the Group.

CONNECTED TRANSACTIONS AND CONTINUING
CONNECTED TRANSACTIONS

On 6 May 2019, CR Pharmaceutical Holdings entered into a loan agreement
with CR Leasing in respect of a loan in the maximum facility amount of
HK$3 billion with annual interest rate to be determined based on the
applicable market rate offered by the People’s Bank of China for a term of
three years.

On 22 June 2021, CR Sanjiu Chenzhou, an indirect non-wholly-owned
subsidiary of the Company, entered into the Framework Agreement with CR
Gas Chenzhou, an indirect wholly-owned subsidiary of CR Gas, pursuant
to which (i) CR Sanjiu Chenzhou will provide the Land (located in the
Zhangchongpian area of the Economic and Technological Development
Zone of Chenzhou city (WM T A 5T 25 (& & A @), Hunan province
of the PRC with a site area of approximately 19,000 square meters) for CR
Gas Chenzhou to construct an energy station; and (i) CR Sanjiu Chenzhou
will purchase from CR Gas Chenzhou heating, cooling and steam energy
and some of electricity for use at the Southern China manufacturing centre
of CR Sanjiu Chenzhou (the “Energy Purchase Transactions Framework
Agreement”). The Energy Purchase Transactions Framework Agreement
will become effective on the date of the Framework Agreement for a term
of three years until 21 June 2024. The Energy Purchase Transactions
Framework Agreement contemplated under the Framework Agreement will
commence in or about June 2022 upon the commencement of operation of
the energy station to be constructed by CR Gas Chenzhou.
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The Group has entered into the following continuing connected transactions

AKEDRI L NIRFERERS

during the year ended 31 December 2021:

LA
P& aril
FELR —B-—F
Annual cap ZHe#
FRZAEAT permitted Transaction
FHEREXS Connected 31 under the amount in
Continuing Connected Parties involved Nature Listing Rules 2021
BEET BEET
HK$ million HK$ million
BT IE R e EREE YR B R 152.5 127.0
(Hst1)
Amended Procurement CR Holdings Procurement of supplies and products
Frame work Agreement
(Note 1)
BRI RIBIE R o8 EREE PR7s IR 50.0 16.1
(Hst1)
Amended Procurement CR Holdings Procurement of services
Framework Agreement
(Note 1)
EmNEmEEER EREE HEEm N Em 117.8 28.0
s (Hizt1)
Products and Commodities ~ CR Holdings Sales of products and commodities
Sales Framework
Agreement (Note 1)
B A et (B iz2) FERIRTT FHRERBRITEH&EFREE 1,178.3 1,123.4
(BFERYFIR)
Strategic Cooperation CR Bank Maximum daily deposit amount placed
Agreement (Note 2) with CR Bank (inclusive of interest
receivable)
B A 1t (o) FERIRTT EFERTRENSHERNEERS 1,080.5 & Nil
reeBRAA
Strategic Cooperation CR Bank Maximum daily principal amount
Agreement (Note 2) and interest in relation to financial
products provided by CR Bank
BE S ERE W2 FERRT FERIRITRA M E M B KR 176.7 1.0
NE=REERRAS
Strategic Cooperation CR Bank Maximum service fees and
Agreement (Note 2) commissions for other financial
products and services provided by
CR Bank
B & ERE (WiH2) G ZREARENSRERNEHRS 117.8 & Ni
rEBRFE
Strategic Cooperation CR Trust Maximum daily principal amount

Agreement (Note 2)

and interest in relation to financial
products provided by CR Trust
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EHHA
PR RFAY
FELR —2_—%
Annual cap XHeEd
FRZMEAL permitted Transaction
FEMEXS Connected i3 under the E a0
Continuing Connected Parties involved Nature Listing Rules 2021
BEET BEET
HK$ million HK$ million
BE S ERE W72 FERET EREFTREN LM RIE R KRS 82.5 & Nil
NE=REERRAS
Strategic Cooperation CR Trust Maximum services fees and
Agreement (Note 2) commissions for other financial
products and services provided by
CR Trust
Em A e (H7i23) ERHHEE ZRHEREN SRR RERNR 294.6 63.6
=RBERRAS
Strategic Cooperation CR Leasing Maximum service fees and
Agreement (Note 3) commissions for the financial
services and products provided by
CR Leasing
SHEAER B (Wita) EHREE HE B RN B m A 1,178.3 859.9
Sales Framework CR Health Sales of medical and pharmaceutical
Agreement (Note 4) products and consumables
HIEsRE R R (:75) EHER ﬁiﬁfﬁ%ﬁi\%ﬁ%ﬁﬁ%ﬁiﬁﬂ 60.2 = Nil
R75
Supply Chain Management ~ CR Medical Provision of supply chain management
Agreement (Note ) services for medical supplies by CR
Medical
01 FEREMRGRE  EREM RER S BRI RS 71.0 61.4
TR Beshize)
IT Services Procurement CR Digital Procurement of IT Services
Framework Agreement

2021 (Note 6)
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The Company has entered into a procurement framework agreement with CR
Holdings on 30 October 2017 (the “Procurement Framework Agreement
2017”), pursuant to which the Group may from time to time purchase from CR
Holdings and its subsidiaries various types of supplies and products (including
raw materials, ingredients, apparel and software products, but excluding the
procurement of utilities by the Group from CR Holdings and its subsidiaries in
the Group’s ordinary and usual course of business) as well as services (including
logistics services, company secretarial services and services of an integrated
e-commerce and internet based service platform, but excluding IT technical
support services, property leasing services, and construction, decoration
and furniture services which are covered by separate agreements entered
into between CR Holdings and the Company) in support of our business. The
Procurement Framework Agreement 2017 has a term commencing from 30
October 2017 until 31 December 2018, subject to renewal by mutual consent
and negotiation between the parties. On 27 December 2018, the Company has
renewed the Procurement Framework Agreement 2017 and entered into the
procurement framework agreement with CR Holdings for a term from 1 January
2019 to 31 December 2020 (the “Procurement Framework Agreement
2019").

On 27 March 2019, the Company entered into the Amended Procurement
Framework Agreement 2019 with CR Holdings for a term commencing on 27
March 2019 and ending on 31 December 2020 (the “Amended Procurement
Framework Agreement 2019”) to reflect the amended scope and the
relevant proposed annual caps for the transactions contemplated under the
Procurement Framework Agreement 2019. The Procurement Framework
Agreement 2019 has been replaced by the Amended Procurement Framework
Agreement 2019 and has ceased to have effect on 27 March 2019. On 29
December 2020, the Company has entered into the procurement framework
agreement with CR Holdings for a term from 1 January 2021 to 31 December
2022 (the “Procurement Framework Agreement 2021”).

On 27 March 2019, the Company has entered into a Products and Commodities
Sales Framework Agreement (“Products and Commodities Sales
Framework Agreement 2019”), pursuant to which the Group may from time to
time supply products and commodities, which mainly comprise pharmaceutical
products, to CR Holdings and/or its subsidiaries that are not hospitals including,
among others, supermarkets. The Products and Commodities Sales Framework
Agreement 2019 has a term commencing from 27 March 2019 to 31 December
2020. On 29 December 2020, the Company has renewed the Products and
Commodities Sales Framework Agreement 2019 and entered into the products
and commodities sales framework agreement (“Products and Commodities
Sales Framework Agreement 2021”) with CR Holdings for a term from 1
January 2021 to 31 December 2022.
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The Company has entered into a strategic cooperation agreement with CR Bank
on 12 May 2017 (the “CR Bank Strategic Cooperation Agreement 2017”),
pursuant to which the Group may place deposits with CR Bank and use other
financial services and products of CR Bank, including (but not limited to) the
provision of letters of credit, guarantee, loans with collaterals, bill of exchange
and discount services, assignment of receivables, RMB and foreign exchange
settlement, entrusted loans and collaterals, financial and cash management
services, financial advisory services and other financial services and products
as agreed by the parties. The CR Bank Strategic Cooperation Agreement 2017
has a term commencing from 20 May 2017 until 31 December 2018, subject to
renewal by the parties. On 27 December 2018, the Company has renewed the
CR Bank Strategic Cooperation Agreement 2017 and entered into the strategic
cooperation agreement (the “CR Bank Strategic Cooperation Agreement
2019”) with CR Bank for a term from 1 January 2019 to 31 December 2020.
On 29 December 2020, the Company has renewed the CR Bank Strategic
Cooperation Agreement 2019 and entered into the strategic cooperation
agreement (“CR Bank Strategic Cooperation Agreement 2021”) with CR
Bank for a term from 1 January 2021 to 31 December 2022.

The Company has entered into a strategic cooperation agreement with CR
Trust on 12 May 2017 (the “CR Trust Strategic Cooperation Agreement
2017”), pursuant to which the Group may use the services and products
provided by CR Trust, including (but not limited to) cash management, asset
management, custodian trust loan services, assignment of receivables, advisory
services in relation to redemptory monetary capital for sale, and other financial
or trust services and products as agreed by the parties. The CR Trust Strategic
Cooperation Agreement 2017 has a term commencing from 20 May 2017 until
31 December 2018, subject to renewal by the parties. On 27 December 2018,
the Company has renewed the CR Trust Strategic Cooperation Agreement 2017
and entered into the strategic cooperation agreement (“CR Trust Strategic
Cooperation Agreement 2019”) with CR Trust for a term from 1 January 2019
to 31 December 2020. On 29 December 2020, the Company has renewed the
CR Trust Strategic Cooperation Agreement 2019 and entered into the strategic
cooperation agreement (“CR Trust Strategic Cooperation Agreement 2021”)
with CR Trust for a term from 1 January 2021 to 31 December 2022.

The Company has entered into a strategic cooperation agreement with
CR Leasing on 12 May 2017 (the “CR Leasing Strategic Cooperation
Agreement 2017”), pursuant to which the Group may use the financial
services and products provided by CR Leasing, including (but not limited to)
financial leasing, leasing and the related consultancy and guarantee services,
and factoring in relation to the Group’s principal businesses. The CR Leasing
Strategic Cooperation Agreement 2017 has a term commencing from 20 May
2017 until 31 December 2018, subject to renewal by the parties.

The Company has entered into a supplemental agreement in relation to the
CR Leasing Strategic Cooperation Agreement 2017 with CR Leasing on 7 May
2018, pursuant to which the term of the CR Leasing Strategic Cooperation
Agreement 2017 has been extended from 31 December 2018 to 31 December
2019, subject to renewal by the parties, and the original annual cap for the
financial services and products to be provided by CR leasing for the year ended
31 December 2018 was revised.
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The Company has entered into a supplemental agreement (the “CR Leasing
Strategic Cooperation Agreement 2020”) in relation to the CR Leasing
Strategic Cooperation Agreement 2017 with CR Leasing on 9 December 2019,
pursuant to which the term of the CR Leasing Strategic Cooperation Agreement
2017 has been extended from 31 December 2019 to 31 December 2020,
subject to renewal by the parties, and the original annual cap for the financial
services and products to be provided by CR leasing for the year ended 31
December 2019 was revised.

On 29 December 2020, the Company has renewed the CR Leasing Strategic
Cooperation Agreement 2020 and entered into the strategic cooperation
agreement (“CR Leasing Strategic Cooperation Agreement 2021”) with CR
Leasing for a term from 1 January 2021 to 31 December 2022.

The Company has entered into a sales framework agreement with CR Health on
12 May 2017 (the “Sales Framework Agreement 2017”), pursuant to which
the Group may from time to time supply medical and pharmaceutical products
and consumables, including prescription medicines and over-the-counter (OTC)
drugs to CR Health, its associates and/or the hospitals that are managed
by CR Health and/or its associates. The Sales Framework Agreement 2017
has a term commencing from 12 May 2017 until 31 December 2018. On 31
December 2018, the Company has renewed the Sales Framework Agreement
2017 and entered into the sales framework agreement (the “Sales Framework
Agreement 2019”) with CR Health for a term from 1 January 2019 to 31
December 2020.

On 29 December 2020, the Company has renewed the Sales Framework
Agreement 2019 and entered into the sales framework agreement (“Sales
Framework Agreement 2021”) with CR Health for a term from 1 January 2021
to 31 December 2022.

The Company has entered into a cooperation framework agreement (the
“Cooperation Framework Agreement”) with CR Medical on 17 September
2020, pursuant to which CR Medical, its subsidiaries and the medical
institutions owned or managed by it (collectively the “CR Medical Group”) shall
provide the Group supply chain management services of medical supplies in
relation to establishment of regional platforms and streamlining of supply chain
management procedures in order to improve the efficiency of supply chain
management of medical supplies of the Group and reduce the corresponding
costs. CR Medical Group shall receive management service fees from the Group
for the abovementioned services. The term of the Cooperation Framework
Agreement shall commence from the date of the agreement and expiring on 31
December 2022. Subject to compliance with the Listing Rules, the parties may
then renew the Cooperation Framework Agreement.
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6. On 30 August 2021, the Company entered into the IT Services Procurement
Framework Agreement 2021 with CR Digital for a term commencing on
30 August 2021 and ending on 31 December 2022, the Group may from
time to time purchase the IT Services from CR Digital and its subsidiaries
(“CR Digital Group”), and the IT Services to be purchased from CR Digital
Group shall include (i) maintenance services for generic applications and
operating systems, including daily maintenance, procurement of software,
and licensing of software; (i) specific implementation services, including
development and implementation of unified application systems; (iii) IT
infrastructure, including cloud platforms and hardware and software, and
technical support services for the informatisation of traditional resource pool;
and (iv) other services, including general contracting projects such as data
security, smart manufacturing and smart parks, industrial internet of things
(loT), and collection of externally applicable software licensing fees relating to
legalization and localization of software, etc.

The independent non-executive Directors have reviewed the aforesaid
continuing connected transactions and confirmed that the transactions have
been entered into:

(i) in the ordinary and usual course of business of the Group;
(ii) on normal commercial terms or better; and

(i) in accordance with relevant agreements governing them on terms
that are fair and reasonable and in the interests of the Shareholders as
a whole.

Pursuant to Rule 14A.56 of the Listing Rules, the Board engaged the auditor
of Company to report on the Group’s continuing connected transactions
in accordance with Hong Kong Standard on Assurance Engagements
3000 “Assurance Engagements Other Than Audits or Reviews of Historical
Financial Information” and with reference to Practice Note 740 “Auditor’s
Letter on Continuing Connected Transactions under the Hong Kong Listing
Rules” issued by Hong Kong Institute of Certified Public Accountants.
The auditor has issued his unqualified letter containing its findings and
conclusions win respect of the continuing connected transactions disclosed
by the Group on pages 118 to 124 of the Annual Report in accordance with
Rule 14A.56 of the Listing Rules. A copy of the auditor’s letter has been
provided by the Company to the Stock Exchange.

Certain related party transactions as disclosed in Note 42 to the
consolidated financial statements constituted as connected transactions or
continuing connected transactions as defined in Chapter 14A of the Listing
Rules and is in compliance with the disclosure requirements under Chapter
14A of the Listing Rules.
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Save as disclosed in this annual report, during the year, the Company had
no connected transactions or continuing connected transactions which fell
to be disclosed in accordance with the provisions under Chapter 14A of
the Listing Rules in relation to the disclosure of connected transactions and
continuing connected transactions.

DONATIONS

During the Reporting Period, the charitable and other donations made by
the Group amounted to HK$43,557,000.

DIRECTORS OF SUBSIDIARIES

The name of directors who have served on the board of the subsidiaries
of the Company during the year and up to the date of this annual report
is available on the Company’s website at www.crpharm.com under
“Investor Relations—Corporate Governance”.

PERMITTED INDEMNITY PROVISION

The Articles of Association provide that every Director or other officer of
the Company shall be entitled to be indemnified out of the assets of the
Company against all losses or liabilities (including any such liability as
mentioned in Section 468(4) of the Companies Ordinance) which he/she
may sustain or incur in the execution of the duties of his/her office or
otherwise in relation thereto, and no Director or other officer shall be liable
for any loss, damages or misfortune which may happen to or be incurred
by the Company in the execution of the duties of his/her office or in relation
thereto, provided that this article shall only have effect in so far as it is not
invalidated by the Companies Ordinance.

So far as may be permitted by the Companies Ordinance, if any Director
or other person shall become personally liable for the payment of any sum
primarily due from the Company, the Board may execute or cause to be
executed any mortgage, charge, or security over or affecting the whole or
any part of the assets of the Company by way of indemnity to secure the
Director or person so becoming liable as aforesaid from any loss in respect
of such liability.

The Company has taken out insurance against the liability and costs

associated with defending any proceedings which may be brought against
the directors of the Company and its subsidiaries.

EVENTS AFTER THE REPORTING PERIOD

The events after the Reporting Period are disclosed in Note 47 to the
consolidated financial statements.
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AUDIT COMMITTEE

The Audit Committee had, together with the management and external
auditor of the Company, reviewed the accounting principles and policies
adopted by the Group and the consolidated financial statements for the
year ended 31 December 2021.

CORPORATE GOVERNANCE

The Company is committed to maintaining high standards of corporate
governance practices. Information on the corporate governance practices
adopted by the Company is set out in the Corporate Governance Report on
pages 69 to 93 of this annual report.

SUFFICIENCY OF PUBLIC FLOAT

Based on information publicly available to the Company and to the best
knowledge of the Directors, at least 25% of the total issued Shares, the
prescribed minimum percentage of public float approved by the Stock
Exchange and permitted under the Listing Rules, was held by the public
at all times during the Reporting Period and as of the date of this annual
report.

AUDITOR

The financial statements of the Company for the year have been audited by
Ernst & Young. A resolution will be submitted at the forthcoming AGM to
reappoint Ernst & Young as independent auditor of the Company.

On behalf of the Board
Han Yuewei
Chairman

Hong Kong, 29 March 2022
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Independent Auditor’s Report

To the members of China Resources Pharmaceutical Group Limited
(Incorporated in Hong Kong with limited liability)

OPINION

We have audited the consolidated financial statements of China Resources
Pharmaceutical Group Limited (the “Company”) and its subsidiaries (the
“Group”) set out on pages 127 to 312, which comprise the consolidated
statement of financial position as at 31 December 2021, and the
consolidated statement of profit or loss, the consolidated statement of
comprehensive income, the consolidated statement of changes in equity
and the consolidated statement of cash flows for the year then ended, and
notes to the consolidated financial statements, including a summary of
significant accounting policies.

In our opinion, the consolidated financial statements give a true and fair
view of the consolidated financial position of the Group as at 31 December
2021, and of its consolidated financial performance and its consolidated
cash flows for the year then ended in accordance with Hong Kong Financial
Reporting Standards (“HKFRSs”) issued by the Hong Kong Institute of
Certified Public Accountants (“HKICPA”) and have been properly prepared
in compliance with the Hong Kong Companies Ordinance.

BASIS FOR OPINION

We conducted our audit in accordance with Hong Kong Standards on
Auditing (“HKSAs”) issued by the HKICPA. Our responsibilities under those
standards are further described in the Auditor’s responsibilities for the
audit of the consolidated financial statements section of our report. We are
independent of the Group in accordance with the HKICPA’s Code of Ethics
for Professional Accountants (the “Code”), and we have fulfilled our other
ethical responsibilities in accordance with the Code. We believe that the
audit evidence we have obtained is sufficient and appropriate to provide a
basis for our opinion.
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KEY AUDIT MATTERS

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

We have fulfilled the responsibilities described in the Audiitor’s responsibilities
for the audit of the consolidated financial statements section of our report,
including in relation to these matters. Accordingly, our audit included the
performance of procedures designed to respond to our assessment of the
risks of material misstatement of the consolidated financial statements.
The results of our audit procedures, including the procedures performed to
address the matters below, provide the basis for our audit opinion on the
accompanying consolidated financial statements.

Impairment of goodwill and trademarks with indefinite useful lives

REMR T (&R F R E & R B intE

Goodwill and trademarks with indefinite useful
lives as at 31 December 2021 were HK$24,902
million and HK$2,514 million, respectively. The
impairment tests performed by management
regarding various cash-generating units
(*CGUs”) involved significant judgement for the
determination of the value in use of the CGUs.
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This is a key audit matter due to the magnitude,
the complexity, and the management’s estimates
involved in the impairment testing. The accounting
policies and related disclosures are included
in Notes 2.4, 3, 18 and 19 to the financial
statements.
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Our procedures in relation to the impairment assessment of goodwill and
trademarks with indefinite useful lives included, but were not limited to:
BMEMAEERAERFHNHNERASNRENGETEEETR
o

- Considered the reasonableness of the determination of the CGUs to
which the goodwill is allocated;

-  ZREEREMORIESELABUNAEN

- Evaluated the models used in determining the value in use of the
CGUs;
-  HMEARETRSELEMNERAEENHER ;

- Compared the cash flow forecasts to approved budgets, the
historical operating results and other relevant market and economic
information to ensure the reasonableness of the cash flow forecasts,
as well as tested the underlying calculations;

- BEEREBAIRLZEEE  BALEEERAMAETISNL
S BEITELL - MRRIREREBANEEMN - WigSHEE
g

- Reviewed the reasonableness of key assumptions used in the
impairment testing models and sensitivity analysis performed; and

- BEERENSRAMGRESM P ARERRRNEEN &

- Assessed the appropriateness of the disclosures of impairment
assessment in the consolidated financial statements.
- HERAMBRER BT REN R -
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KEY AUDIT MATTERS (continued)

Control over Boya Bio-pharmaceutical Group Co., Ltd. (“Boya Bio-pharmaceutical”)

HIEREDRBEERGFRL B ([1EEEY ) BIIZHE

As disclosed in Note 3 to the consolidated
financial statements, the directors of the Company
assessed the Group’s practical ability to direct the
relevant activities of Boya Bio-pharmaceutical, an
investee of the Group, unilaterally by considering
the Group’s absolute size of holding in Boya
Bio-pharmaceutical and the relative size of and
dispersion of the shareholdings owned by the
other shareholders and the practical right to
appoint the majority members of the board of
directors of Boya Bio-pharmaceutical.

WA SRS HE © BARESA
BER BEBERNEHEY R ERERE MR
RARRENBERERDEERERE UREEZ
EERENESSREBOKENEREN - AE
it BEEEGEEFETEAREUREREY
SN EREET -

This is a key audit matter due to the significant
judgement associated with management’s
assessment of control over Boya Bio-
pharmaceutical.

HARE IR B E I I E W IE S R R BRI &
BRFIET - TR EEIE -

FHMBRMESR

BERRERFHEMEL AR - HUESRRE
TIERERANEE - ETBEEEMBTERE
RBAFIHZEENHRE -

BAHGEAMBRRNBERLNREEMIE
B BT EZEEME S ERTAF A

EAY /=2
ninixu Ciii

e

BERMEZREMBERENET - RAINEE
EHEEMES  FUERT  EEEMESR
R ERAMBEREAKKPIERTBIETHAT
R ERFHEERNEERE AT FEERER
BRAEER - EREMIERITHIIE - MR
PMRREMESFEERERPL - HAIFE
BEZEE - £ESE - BRALEEARS

Our procedures in relation to the assessment of control over Boya Bio-
pharmaceutical included, but were not limited to:

BB RE B EH R GREF 2RETRR

- Reviewed the basis of management’s assessment of control against
the requirements of relevant accounting standards;

- DERERHEMERRR TR BRI B

— Assessed the impact of the Group’s absolute size of equity interest
held with reference to the percentage of equity interest in Boya Bio-
pharmaceutical owned by the Group, the voting rights of the Group
conferred by the statutory documents of Boya Bio-pharmaceutical,
and other evidence such as the composition of the board of
directors, resolutions of the shareholders’ and board of directors’
meetings of Boya Bio-pharmaceutical; and

- AR ESEAAHHEVOREBESL  BREVEEXHRE
fthFR(EEEMEESEN  REABREREZTSEHRESR)

BT BERENRER - UFE EKERENBHBRENTE
hi Rk

- Assessed the impact of the relative size of the equity interest held by
other shareholders and the extent of dispersion with reference to the
number of the other shareholders, the percentage of equity interest,
and voting rights held by the other shareholders.

- ERE MR AR ARAE - PHEIRIER DL RPFEIR TR - ARTE
HARREERBREN T E WA RE S EIRE -

OTHER INFORMATION INCLUDED IN THE ANNUAL
REPORT

The directors of the Company are responsible for the other information. The
other information comprises the information included in the Annual Report,
other than the consolidated financial statements and our auditor’s report
thereon.

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

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

The directors of the Company are responsible for the preparation of
the consolidated financial statements that give a true and fair view in
accordance with HKFRSs issued by the HKICPA and the Hong Kong
Companies Ordinance, and for such internal control as the directors
determine is necessary to enable the preparation of consolidated financial
statements that are free from material misstatement, whether due to fraud
or error.

In preparing the consolidated financial statements, the directors of the
Company are responsible for assessing the Group’s ability to continue as a
going concern, disclosing, as applicable, matters related to going concern
and using the going concern basis of accounting unless the directors of the
Company either intend to liquidate the Group or to cease operations or have
no realistic alternative but to do so.

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

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

Our objectives are to obtain reasonable assurance about whether the
consolidated financial statements as a whole are free from material
misstatement, whether due to fraud or error, and to issue an auditor’s report
that includes our opinion. Our report is made solely to you, as a body, in
accordance with section 405 of the Hong Kong Companies Ordinance, and
for no other purpose. We do not assume responsibility towards or accept
liability to any other person for the contents of this report.

Reasonable assurance is a high level of assurance, but is not a guarantee
that an audit conducted in accordance with HKSAs will always detect a
material misstatement when it exists. Misstatements can arise from fraud
or error and are considered material if, individually or in the aggregate, they
could reasonably be expected to influence the economic decisions of users
taken on the basis of these consolidated financial statements.
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BME R EHR S BB HRERRIED AUDITOR’S RESPONSIBILITIES FOR THE AUDIT

RiE#® OF THE CONSOLIDATED FINANCIAL STATEMENTS
(continued)

ERBE(EBBTEBDEITESRBES - As part of an audit in accordance with HKSAs, we exercise professional

BRIGER 7T EXEHE - RiFTEEEEREE - judgement and maintain professional scepticism throughout the audit. We

AP also:

BRIFNFEE R REF AR M SRR B
MEBREFEEAHRRALER - R
T RBMITER R 7 LA SRR E L AR - BA
RERGEMEENEHRE  FAR
MEROER - ANRFFA Y K&
*Ro R BERER - BRGS0
BRAEESIZ £ - B REEHREAR
FEME B E AR R SRR
BEB IR R BAER T B B M0 A S SRR A #9
=B -

B AR B S HAR R M AR - ARG
EMEEF BEMNLFYE BHEE
MEMEHIR A RIEERER -

AHEEFMRAETHRNGEERIE
SRHAH AR IEN SR -

HESRAKEKE S ERNREN
e s - IRIBPTERMERE - 1
EREFEEFHABRBANEART
REEMN - HMAREEY BRENRE
BRERENEEBREE - MRHMR
REEBRTETEL - MBLEEZE
RhiRE P IRBERAE IR G BmE
THHBKE - BERBENKETR
AHMEEETAERNER - R
ERERENZEEN RS B LIRS E
FHERE o R RRBEHHBERATEEE

B EEETRRELE -

FHERAMTERRHERIIRT A - &
BNAR  BREE  UREEMER
REBRARREBRZZMEN -

B EREANERIEXBEBNNBE
BERRTR EENERNEE  U8&F
EMBHRERER - ZMAE EE
EFEFTH TR - BEBMHIT - RAIRE
AAERAEREHEME -

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

° Obtain an understanding of internal control relevant to the audit
in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on
the effectiveness of the Group’s internal control.

° Evaluate the appropriateness of accounting policies used and the
reasonableness of accounting estimates and related disclosures
made by the directors.

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

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

° Obtain sufficient appropriate audit evidence regarding the financial
information of the entities or business activities within the Group to
express an opinion on the consolidated financial statements. We are
responsible for the direction, supervision and performance of the
group audit. We remain solely responsible for our audit opinion.
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AUDITOR’S RESPONSIBILITIES FOR THE AUDIT
OF THE CONSOLIDATED FINANCIAL STATEMENTS
(continued)

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

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

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

The engagement partner on the audit resulting in this independent auditor’s
report is Wu Ka Lai Cary.

Ernst & Young
Certified Public Accountants
Hong Kong

29 March 2022
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Consolidated Statement of Profit or Loss
—E-—F+-H=+—HItFE Yearended 31 December 2021

2021 2020

Mo 5E BYTIT JBEMT T
Notes HK$’000 HK$'000
e REVENUE 5 236,806,169 200,423,023
SHE AR Cost of sales (201,425,883) (168,129,162)
EH) GROSS PROFIT 35,380,286 32,293,861
E g A Other income 6 1,517,148 1,504,420
E ki ss K B8 Other gains and losses 7 (1,275,010) (1,511,033)
HERDHEAX Selling and distribution expenses (17,530,700) (16,029,445)
THRFAX Administrative expenses (6,236,259) (5,564,495)
HAbFZ Other expenses (1,745,278) (1,347,144)
RE WA Finance income 8 729,329 675,765
BhE KA Finance costs 8 (2,744,681) (3,153,273)
RYERAR - F5 Finance costs, net (2,015,352) (2,477,508)
DI E R E R Share of profits of associates and
BEPEET joint ventures 313,597 206,852
BRI AT A PROFIT BEFORE TAX 9 8,408,432 7,075,508
FriSHif sz Income tax expense 12 (1,761,026) (1,751,867)
FREF PROFIT FOR THE YEAR 6,647,406 5,323,641
FEfh Attributable to:
ViN/NGIE PN Owners of the Company 3,768,889 3,297,126
iR Non-controlling interests 2,878,517 2,026,515
6,647,406 5,323,641
AAEEBIEEZRIEB A EARNINGS PER SHARE ATTRIBUTABLE 14
FE(E SRR F TO ORDINARY EQUITY HOLDERS OF
THE COMPANY
HEAREE (BT Basic and diluted (HK$) 0.60 0.52
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Consolidated Statement of Comprehensive Income
ZZ-—F+ZA=+—HILFE Yearended 31 December 2021

2021 2020

BYTIT JBEMT T
HK$’000 HK$'000
F R A PROFIT FOR THE YEAR 6,647,406 5,323,641
Hh 2 E M OTHER COMPREHENSIVE INCOME
PREZ IR A[5EE#T 742 Other comprehensive income that may be
B I E M2 E Wz reclassified to profit or loss in subsequent
periods:
HEBINERELNENZR  Exchange differences arising on translation of
foreign operations 2,509,611 5,310,801
BREEHIEI T2 E# 742  Other comprehensive income that will not be
B AP E K - reclassified to profit or loss in subsequent
periods:
BYFrEREZHTEN (Loss)/Gain on the remeasurement of a defined
(E518) Wz benefit plan (27,106) 19,001
RER I E YRS Gain on revaluation of property, plant and
Y% - BB KR ER equipment upon transfer to investment
Was - MRBIIAE properties, net of tax 16,618 58,749
BTenNEEEREHRHESE  Other comprehensive income that will not be
BaRrHM 2 ERER reclassified to profit or loss in subsequent
periods (10,488) 77,750
Hih2EMKE - HRREIE OTHER COMPREHENSIVE INCOME,
NET OF TAX 2,499,123 5,388,551
FRAEZHENELEFE TOTAL COMPREHENSIVE INCOME
FOR THE YEAR 9,146,529 10,712,192
JEfh Attributable to:
FiN/NCIEZE DN Owners of the Company 5,178,469 6,474,145
IR S Non-controlling interests 3,968,060 4,238,047
9,146,529 10,712,192
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Consolidated Statement of Financial Position
—ZET-—F+-H=+—H 31 December 2021

2021 2020

Mo 5E BYTIT JBEMT T

Notes HK$°000 HK$'000
JERENEE NON-CURRENT ASSETS
W - BRE KRR Property, plant and equipment 15 19,676,743 17,324,389
FREEE Right-of-use assets 17(a) 5,361,392 5,317,849
WA Investment properties 16 1,887,034 1,935,910
ma Goodwill 18 24,901,550 21,072,192
mEAE Intangible assets 19 9,000,511 6,939,633
REETENER Interests in joint ventures 20 12,741 11,391
RESE R B ERR Interests in associates 21 6,860,657 5,720,721
HEMIEmEemEE Other non-current financial assets 22 967,784 602,344
BIETHIEEE Deferred tax assets 31 1,309,559 969,852
HEtIEmEEE Other non-current assets 23 1,974,730 2,368,622
ERBEERT Total non-current assets 71,952,701 62,262,903
REBEE CURRENT ASSETS
FE Inventories 24 29,687,992 24,584,761
B 5 R E R R IR Trade and other receivables 25 77,612,680 67,702,982
Efm@b@aﬂﬁ% Other current financial assets 22 40,251,630 34,613,823
JE UK BAESE 75 5B Amounts due from related parties 43 3,576,481 2,440,119
Al [ IE Tax recoverable 153,061 43,745
B IRER Pledged deposits 26 7,814,631 6,491,930
RERRESEEY Cash and cash equivalents 26 17,513,134 11,231,497
mENEELREE Total current assets 176,609,609 147,108,857
wREBAR CURRENT LIABILITIES
B S R EMEN A Trade and other payables 27 75,551,340 66,396,004
BHERE Contract liabilities 28 3,556,951 2,477,763
HESE Lease liabilities 17(b) 583,805 709,958
JiE < A 5 50 Amounts due to related parties 43 12,813,888 12,011,513
RITER Bank borrowings 29 46,544,446 35,457,220
JEfIESH Bonds payable 30 1,306,364 4,824,692
FERTRIR Tax payable 894,385 671,127
RIREFER Defined benefit obligations 32 71,397 71,378
mEEEREE Total current liabilities 141,322,576 122,619,655
mEEERE NET CURRENT ASSETS 35,287,033 24,489,202
REERTDHAR TOTAL ASSETS LESS CURRENT

LIABILITIES 107,239,734 86,752,105
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Consolidated Statement of Financial Position

—ZE-—H+-"H=+—H 31 December 2021

2021 2020

Mo 5T BYTIT JBEMT T
Notes HK$’000 HK$'000
SEmEAR NON-CURRENT LIABILITIES
RITIER Bank borrowings 29 4,123,504 792,072
FERHES Bonds payable 30 3,057,725 1,215,729
HESRE Lease liabilities 17(b) 931,862 1,155,708
FEHEEE Deferred tax liabilities 31 1,965,334 1,668,871
RN E T Defined benefit obligations 32 1,088,433 1,032,467
HEtIEREAaRE Other non-current liabilities 33 1,088,610 857,814
BB ELRTE Total non-current liabilities 12,255,468 6,722,661
HERE NET ASSETS 94,984,266 80,029,444
s EQUITY
ENFHEBAEEES Equity attributable to owners of
the Company
N Share capital 34 27,241,289 27,241,289
e Reserves 23,740,198 19,228,537
50,981,487 46,469,826
Esalii T Non-controlling interests 36 44,002,779 33,559,618
wiEs TOTAL EQUITY 94,984,266 80,029,444
BRE Eot Lo
Han Yuewei Weng Jingwen
2 2
Director Director
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Consolidated Statement of Changes in Equity
HE_Z-_—F+=-A=1+—HIFE Yearended 31 December 2021

NG LN 1T
Attributable to owners of the Company
*E Wi HR
B  RERE 0 EBRE 0 AMER  EGEH KRR REERA @t g
Statutory Property  Exchange Non-
Share Capital surplus Merger revaluation  fluctuation Other  Retained controlling
capital reserve reserve reserve reserve reserve reserve  eamings Total interests
BEFT  BRTT  BRTT  BRFT  BRFT  BRFT  BRFT  BRFT BRFT BRFT ERFT
HKSO00  HKSODD  HKSUOD  HKSODD  KKSOOD  HKSUDO  HKSUDD  HKSOOD  HKSUDD  HKSODD  HKSOM
R=F--%-8-A At 1 January 2021 27,041,280 (6,657,764) 150,883 (513,534) 486,376 515,239 16,257 25,231,080 46,469,826 33,559,618 80,029,444
R Proitfor the year - - - - - - - 3768800 3768890 2878516 6,647,406
EREMD2ENE - Other comprehensive income
for the year:
REBNERELD Exchange differences on translation
3:83 of foreign operations - - - - - 1,408,841 - - 140884 1,100,770 2,509,611
FETRHHMENGTE  Remeasurement loss on a defined
BB benefit plan - - - - - - (15,880) - (15,880) (11,226) (27,106)
BEZRENZEEEME - Gan on revaluation of property,
W RRENSE plant and equipment upon
TE transfer to Investment
properties, net of tax - - - - 16,618 - - - 16,618 - 16,618
EREENEEE Total comprehensive income
for the year - - - - 16,618 1,408,841 (15,880) 3,768,890 5,178,469 3,968,060 9,146,529
FERERTE Capital contribution from
non-controling interests - 102,657 - - - - - - 102,657 233,061 335,718
KELREER A Repurchase of shares of a
subsidiany” - (g5 = = = 5 5 - (78 (69107 (86,761)
DREEENZRARG  Equity-settled restricted share
ZEHERASE39)  incentive scheme (Mot 39) - 731 - - - - - - 731 703 1,434
WEKBAR M) Acquisitions of subsidiaries
Note 38) - - - - - - - - - 7,431,531 7,431,531
HE/EEHBATNTE  Effects on disposalideregistration of
subsidlaries - - - - - - - - - (1,171) (11,171)
WiEkERER Acquisitions of non-controling
inerests - 1,295 - - - - - - 1295 (6660  (2567)
TEXELHIEZHS  Partial disposals of interests
LENBARER in subsidiaries without losing
control - 65 - - - - - - 65 12,206 12,271
ERZFZFERERE 2020 final dividend declared
(H3t13) Mot 19 - - - - - - - (02 (753,002 - 00
AEEAE AR EH £ A Distributions to holders of financial
REEMW8) instruments classffied as equity
(Note 3 . = = = = 5 5 5 - (161266)  (161,266)
REERRRERRE  Dividend declared to non-controling
shareholders - - - - - - - - - (934,194) (934,194
RZZ=-% At 31 December 2021
+-A=t-H 21,241,289  (6,570,670)*  150,883* (513,534)*  502,994* 1,924,080 377 28,246,068 50,981,487 44,002,779 94,984,266
* ZERBEOERAMBRARRAZGE R . These reserve accounts comprise the consolidated reserves of
#5%23,740,198,000C(Z T =T F : B HK$23,740,198,000 (2020: HK$19,228,537,000) in the consolidated statement

19,228,537,0007T) © of financial position.

** RZB-_—F+tAE-_ZT-—%FN\A &2 >
AlZMBRARIIHFREEROABER AR (NI &
¥ 1) EIEEEA1.00% 1% -

From July 2021 to August 2021,Jiangzhong Pharmaceutical Co., Ltd.
(“Jiangzhong Pharmaceutical”) , a subsidiary of the Company, repurchased
1.00% of its shares.
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Consolidated Statement of Changes in Equity

HE—_ZT-_—F+-_A=+—HIFE Yearended 31 December 2021
KAFEEAERL

Attributable to owners of the Company

RE  EARE  EHER : F EBEE  REEN
Statutory Property  Exchange
Share Capital surplus Merger  revaluation  fluctuation Other Retained controlling
capital reserve reserve reserve reserve reserve reserve earnings interests equity
. 7 ; . .

KT P P

HSO0  HKS000

78 ML=
A 7

EmTTT Vil

HKS000  HKSO000  HKSO00

HKS000  HKSUOD  HKSUOD  HKSUOD

ATE-EE-B-B AU Janay 2020 M9 (6642696 150883 (513534 427627  (2,566,049) 175 22634553 40711348 28870473 69,581,821
ERigh Profit for the year - - - - - - - 3207126 3207126 2026515 5,323,641
ERARENE: Other comprehensive income
for the year:
REBNERELD Exchange differences on translation
EXER of foreign operations - - - - - 3,102,188 - - 3102188 2208613 5,310,801
FETRHTHMENGTE  Remeasurement gain on a defined
i beneft plen - - - - - - 16082 ) 2019 19001
BEZRENZEEEME - Gan on revaluation of property,
W RREOSE plant and equipment upon
TE transfer to Investment
properties, net of tax - - - - 58,749 - - - 58,749 - 58,749
EREENEEE Total comprehensive income
for the year - - - - 58,749 3,102,188 16,082 3,297,126 6,474,145 4,238,047 10,712,192
FERERTE Capital contribution from
non-controling interests - - - - - - - - - 38,304 38,304
EPEBERHSBIE Issuance of financial instruments
(H3s) classffied as equity Note 36/ - - - - - - - - - 1154306 1,154,306
RS Shares repurchased - - - - - - - (9,523) (9,529) - (9,523)
WERBARH#38)  Acquisitions of subsidiaries (Note 58) - - - - - - - - - 125,269 125,269
HEBLREERG" Repurchase of shares of a
subsidiary’ - (15069) - . - - - - (5068 (12084 (135912
SR-T-NERSRE 2019 finl dividend declared
(H313) ote 13 - - - - - - - (91078 (691,076) - (691,076)
AREAEBERH Distrioutions to holders of financial
SBIRBEAEH)  instruments dlassiied as equity
o2 36) - - - - - - - - - (el (76581)
RIEERRRERRE  Dividend declared to non-controling
shareholders - - - - - - - - - (669,356)  (669,356)
i 2.3 At 31 December 2020
+-R=t-A 21,041,280 (6,657,764 150,883 (513,534) 486,376 515,239 16,257 25,231,080 46,469,826 33,559,618 80,029,444

ORZEZZFE A ARFRIZHEBARREMM R ) ) o o »
B4 75 BR 2 7 ([ 5 TP 2 ) [B1 8 £ 0.60% MO BR 15) In February 2020, Dong-E-E-Jiao Company Limited (“Dong-E-E-Jiao”), a subsidiary
of the Company, repurchased 0.60% of its shares.
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GEeRERER
Consolidated Statement of Cash Flows
ZE—F+-A=+—HIEE Year ended 31 December 2021

2021 2020

(=3 BRTFT BETFT
Notes HK$’000 HK$'000
REZDFRERLRE CASH FLOWS FROM OPERATING ACTIVITIES
BRBADRR Profit before tax 8,408,432 7,075,508
HTIBBRAE : - Adjustments for:
ﬁﬂzéﬁm Finance costs 8 2,744,681 3,153,273

DEHENRARAECERF Share of profits of associates and joint ventures (313,597) (206,852)
FEUA Interest income 8 (729,329) (675,765)
BREMA Dividend income 6 (2,217) (4,412)
HENE  BERREEEMN (Gain)/Loss on disposal of items of property, plant

),/ B8 - 38 and equipment,net 7 (6,439) 45,281
HE /SR AR Ak Gain on disposal/deregistration of subsidiaries 7 (3,174) (27,436)
HE /e AR MKE Gain on disposal/deregistration of joint ventures 7 - (11,120)
BOREEFABENELBEEN  Fairvalue changes of financial assets at fair value

ARnBEEED through profit or loss 7 (147,817) (96,745)
RENZELAEEED Fair value changes of investment properties 7 (18,920) (4,559)
HERAABEFAEB2ANKE  Expenses relating to derecognition of trade and

HAENEHRETIERERR bills receivable measured at fair value through

EMER other comprehensive income 7 544,698 =
nE - BERREOTE Depreciation of property, plant and equipment 9 1,750,160 1,500,932
FREEENE Depreciation of right-of-use assets 9 719,131 700,309
B EESH Amortisation of intangible assets 9 352,599 242 812
HEVEERIANAESSE Impairment loss recognised on intangible assets 7 663 77,057
HERREAERRNAESRE Impairment loss recognised on right-of-use asset 7 20,653 9,406
B F UG IR F R Impairment loss recognised on trade receivables, net

RESE 7 455,813 780,417
FEMERGEFEREIN Impairment loss recognised on other receivables, net

BEERE 7 101,123 70,011
FWE  BEREEEREALN  Imparment loss recognised on items of property,

RESE plant and equipment 7 139,288 8,382
HEE A RERERARE Impairment recognised on interests in associates 7 23,025 =
HEERANAERE Impairment loss recognised on goodwil 7 123,752 588,142
oggEEn! Government grants (107,395) (64,040)
BERREFTENRE Allowance for slow-moving and obsolete inventories 9 498,870 304,272
PR R IR HIR 0 128 Equity-settled restricted share incentive scheme

FEIFY expense 35 1,434 =

14,555,434 13,464,873
FEEM Increase in inventories (3,410,712) (805,547)
B 5 R E M EUIEE Increase in trade and other receivables (4,727,305) (5,033,861)
W B 75 SRS I Increase in amounts due from related parties (470,326) (86,835)
B R EMEMFIEE M Increase in trade and other payables 7,536,548 1,541,026
BHEEEN Increase in contract liabilities 894,117 573,247
1 R 7y 2R A Increase in amounts due to related parties 485,172 56,161
Bt dEReamEEm Increase in other non-current liabilities 1,831 13,152
JERFER R R AR Decrease in amounts due to non-controling interests (9,007) (19,840)
BREMBAE Cash generated from operations 14,855,752 9,702,376
ERFEH Income tax paid (2,013,249 (1,496,076)
BEIDRRALRESE Net cash flows from operating activities 12,842,503 8,206,300
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Consolidated Statement of Cash Flows
ZE-—HF+ZA=+—HILFEE Year ended 31 December 2021

2021 2020

140

BisE BYTFT BEFT
Notes HK$’000 HK$'000
RETHMEHERE CASH FLOWS FROM INVESTING ACTIVITIES
HEWE  BERREEER Proceeds from disposal of items of property, plant and
PGSR equipment 143,711 94,936
HEEMRESRMEEMSTIE  Proceeds from disposal of other current financial
assets 25,110,803 35,609,259
BEERHE-RWELR Proceeds from disposal of a subsidiary in the prior
BT ?—%?X year - 872,786
HEHBR Disposal of subsidiaries 39 234,112 73,796
ETEW@E?_T_ HEEFE Net changes in pledged bank deposits (1,043,781) (1,117,147)
BIFIE Interest received 1,015,403 886,464
ELBZHHH:WH%E&EHQE Dividend received from unlisted equity investments 2,217 4,412
B UER B = A RR Dividend received from associates 16,019 31,630
DN (?Zﬁ)/ 155&%&%”\ (Advances)/Repayment of advancements to
associates (656,041) 445,960
WS E Receipt of government grants 242,772 91,676
WEZEFTER Repayment of entrusted loans - 54,272
BAYE BEMREEERZSE  Deposits for items of property, plant and equipment (247,905) 98,556
EREVEERS Deposits for intangible assets (104,194) 16,464
BEWE  BEREEEE Purchase of items of property, plant and equipment (2,166,682) (1,669,195)
BERVAE Purchase of intangible assets (497,612) (368,309)
BEGAEEE Purchase of right-of-use assets (129,246) (180,995)
WERBLAR  MBEMRE Acquisitions of subsidiaries, net of cash paid 38 (1,536,266) (1,065,182)
HEBERNRRAELE Disposal of associates and joint ventures 337 90,482
RERBE DA RAELE Investment in associates and joint ventures (1,093,770) (371,448
BEAMEDEREE Purchases of other current financial assets (28,280,052) (35,755,449)
SABEEEREMBARFIE  Payment for acquisitions of subsidiaries in prior years (200,626) (97,594)
RAZDMANRQRESRHE Net cash flows used in investing activities (9,190,801) (2,254,626)
METHMERAERE CASH FLOWS FROM FINANCING ACTIVITIES
RITIEFPTEHE Proceeds from bank borrowings 88,383,277 55,085,788
BIIEHHEIE Proceeds from issuances of bonds 30 2,995,750 =
R B RS ;AIE Proceeds from short-term debentures - 4,499,880
EEPEERAR Repayment of loans to intermediate holding
companies (2,201,657) (4,452,397)
BB AEGNERIA Proceeds from issuance of financial instruments
EHETE classified as equity, net 36 - 1,154,306
FERBRETE Capital contribution from non-controlling shareholders 347,989 38,304
BERITER Repayment of bank borrowings (79,915,506) (53,030,186)
BEENES Repayment of bonds payable 30 (5,033,816) (2,262,869)
EREHNESR Repayment of short-term debentures - (4,499,880)
BERAEANE/(EB) Proceeds from/(repayment of) asset-backed securities 1,226,012 (248,653)
RHERR Payment of lease liabilities 17 (691,061) (684,778)
REBEFBR Advances from related parties 2,523,322 2,472,282
BRFE Interest paid (2,655,706) (2,851,630
BERRE Dividend paid (753,902) (691,076)
B AR RERR Repurchase of shares of a subsidiary (86,761) (135,912)
AR 17 el Share repurchase - (9,523)
B IEERRRRS Dividends paid to non-controlling shareholders (1,132,566) (798,167)
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SERERER

Consolidated Statement of Cash Flows
—E-—F+-H=+—HItFE Yearended 31 December 2021

2021 PAA)

(=3 BYTFT BETFT
Notes HK$’000 HK$'000
METBRAE/(FR)RLREPH Net cash flows from/(used in) financing activities 3,005,375 (6,414,511)
BEMBEEEMEN/(BD)  Netincrease/(decrease) in cash and
e cash equivalents 6,657,077 (462,837)
R—FR—BMESRRE%EEY  Cashand cash equivalents at 1 January 11,231,497 12,548,141
INEERZENTE  FH Effect of foreign exchange rate changes, net (362,689) (853,807)
FRESRALEED CASH AND CASH EQUIVALENTS AT END OF YEAR 17,525,885 11,231,497
Re KRB EEBMERIT ANALYSIS OF BALANCES OF CASH AND
CASH EQUIVALENTS
BAEUBHRARAMTRER Cash and bank balances as stated in the
BITES consolidated statement of financial position 26 17,513,134 11,231,497
AR NFIENTRETHES  Restricted time deposits with maturity less than
three months 26 12,751 -
REeERERMTHREKELEEY  Cashand cash equivalents as stated in the
statement of cash flows 17,525,885 11,231,497
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Notes to Consolidated Financial Statements

—_—=

1.

LAFREEEH

AARA—RREBEMBRLORNDE
RAR  ERNAEBHARZAER
ARIEH BZZT—X"E+A=-+/\H
BAN  HBEEERATAEEEE
(BE) AR R ((EHEE(EE)]  —
SRRBEZHE(RBELHE]F
MK MAE]D)  MESKKIEZERARA
FEEEERAR(HRER - —x©
REAREMB(FRDRINEE D
¥) e

ARE R MR R U AR B BT
EIEORRIE R AEAE - ARTIHEE
BEMIABRB BB EBE26EMA
BE41184104-05% -
AARB—FKIEEEZERAF - AEBEE
EREBEERREGHRE  DERT
£ o

BRMBATIAEE
AATEEMBARKFBNT -

3014

R R

Place of

incorporation/
registration
and business

ERBERRERAR
(ERBEER) o)

China Resources Pharmaceutical
Holdings Limited Company
(“CR Pharmaceutical Holdings”)

(Note (2)c)

EHBERAERAT
([ERRBERE )W)

China Resources Pharmaceutical
Investment Company Limited
(“CR Pharmaceutical Investment”)
(Note (2)(b)

ER-NBERNERAT
E2-EvIiE )
China Resources Sanjiu Medical &
Pharmaceutical Co., Ltd.
(“CR Sanjiu”) (Notes (1) and (2)(d))

2021 FH | EHBEEEBRLA

—F+=-HA=+—H 31 December 2021

hE/PEA

PRC/Mainland China

hE/PEA

PRC/Mainland China

hE/PEA

PRC/Mainland China

CORPORATE AND GROUP INFORMATION

The Company is a public limited company incorporated in Hong
Kong and its shares are listed on The Stock Exchange of Hong Kong
Limited with effect from 28 October 2016. Its immediate holding
company is CRH (Pharmaceutical) Limited (“CRHP”), a company
incorporated in the British Virgin Islands (“BVI”) and its ultimate holding
company is China Resources Company Limited (“CRCL”), a state-
owned enterprise established in the People’s Republic of China (the
“PRC”).

The address of the registered office of the Company is 41/F, China
Resources Building, 26 Harbour Road, Wanchai, Hong Kong. The
principal place of business of the Company is Room 4104-05, 41/F,
China Resources Building, 26 Harbour Road, Wanchai, Hong Kong.

The Company is an investment holding company. The Group is
principally engaged in the manufacturing, distribution and retail of
pharmaceutical and healthcare products.

Information about subsidiaries

Particulars of the Company’s principal subsidiaries are as follows:

BRTEER
EREE FRERGERERSL FERE
Issued ordinary/
registered share Percentage of equity interest
capital attributable to the Company Principal activities
2021 2020
AR #15,000,000,0007C 100% 100%  REER
RMB15,000,000,000 100% 100%  Investment holding
AR 500,000,000 100% 100%  REER
RMB500,000,000 100% 100%  Investment holding
AR#978,900,00070 63.60% 6360% EmEERHEE
RMB978,900,000 63.60% 63.60%  Manufacturing and sale
of pharmaceutical
products



REMBRRME

Notes to Consolidated Financial Statements

—ZET-—F+-H=+—H 31 December 2021

LFIREEEHE) 1. CORPORATE AND GROUP INFORMATION
(continued)
BRME AR EE ) Information about subsidiaries (continued)
30010 CRTEER/
EEmh R R EEE FNERIERERS L
Place of
incorporation/ Issued ordinary/
registration registered share Percentage of equity interest
and business capital attributable to the Company Principal activities
2021 2020

EERAWB T2 20) E/RER NR8422,771,6757T 56.62% 56.62% ALK

China Resources Dong-E-E-Jiao PRC/Mainland China RMB422,771,675 56.62% 56.62%  Investment holding
(Note (2)i0)

RERBHR1) - lRG) FE /AR AR 654,021,537 22.31% 2031% BREEREE
Dong-E-E-Jiao PRC/Mainland China RMB654,021,537 22.31% 22.31%  Manufacturing and sale
(Notes (1), (2)fc)ana(3)) of pharmaceutical

products

R EEEEERELAT E /AR AR #2,320,000,0007 100% 100% REER
W)

Beijing Pharmaceutical Co., Ltd. PRC/Mainland China RMB2,320,000,000 100% 100%  Investment holding
(Note (2)a)

ERIPERERELAA FE /AR AR#254,102,04170 51% 51% EREEREE
(ERTR&E)HZ )

China Resources Jiangzhong PRC/Mainland China RMB254,102,041 51% 51%  Manufacturing and sale
Pharmaceutical Group Co., Ltd. (‘CR of pharmaceutical
Jiangzhong Group”) (Note (2)(b)) products

TREL W) 2 RG) FE /AR AR #630,000,00070 21.95% 2195% EptEREE

Jiangzhong Pharmaceutical PRC/Mainland China RMB630,000,000 21.95% 21.95%  Manufacturing and sale
(Notes (1), (2)(a)and (3)) of pharmaceutical

products

EREBREZROARAR HE/RER ARH1,043,237,7107C 50.99% 59.99% EREERHE
(EBER )W &e))

China Resources Double-Crane PRC/Mainland China RMB1,043,237,710 59.99% 59.99%  Manufacturing and sale
Pharmaceutical Co., Ltd. (‘CR of pharmaceutical
Double-Crane”) (Notes (1) and (2)(d)) products

ERBENESEARAR HE/RER AEH9,191,703,3567C 100% 100% EREE
(EERERX )W)

China Resources Pharmaceutical PRC/Mainland China RMB9,191,7083,356 100% 100%  Trading of
Commercial Group Co., Ltd. (‘CR pharmaceuticals
Pharmaceutical Commercial”) products

(Note (2)0)
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Notes to Consolidated Financial Statements

—T-_—%+—-A=+—H 31 December 2021

1. LFRKESEHGE) 1.

RN E LT EE )

gEleii/
EMRR %
Place of
incorporation/
registration
and business

RISE-NBEESERAD  FE/EML
Hrzeiw)

Shenzhen Huarun Sanjiu Medicine PRC/Mainland China
Trading Co., Ltd. (Note (2)(b))

RN FREERAA 8/ HER

(Hrzte))
Shenzhen Huarun Jiuxin Pharmaceutical PRC/Mainland China
Co., Ltd. (Note 2)b))

ERLRBEERAR W) B/ RER

China Resources Shandong PRC/Mainland China
Pharmaceutical Co., Ltd.
(Note (2)ib)

ERRERAERARAMWH ) B/ HER

China Resources Liaoning PRC/Mainland China
Pharmaceutical Co., Ltd.
(Note (2)ib)

ERTEBEERARNW L) HE/RERM

China Resources Henan PRC/Mainland China
Pharmaceutical Co., Ltd. (Note 2)(b))

THEBEEEREANA FE/RER
()

Double-Crane Pharmaceutical (Anhui)  PRC/Mainland China
Co., Ltd. (Note (2)b))

RSB EEREEREANT FE/RER
()

Double-Crane (Beijing) PRC/Mainland China

Pharmaceutical Management Co.,
Ltd. (Note 2)(b))
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CORPORATE AND GROUP INFORMATION

(continued)

Information about subsidiaries (continued)

ERITHER/
EfEE

Issued ordinary/

registered share
capital

AR #60,000,0007T

RMB60,000,000

AR#500,000,00070

RMB500,000,000

AE#:800,000,00070
RMB800,000,000

AK#300,000,0007T
RMB300,000,000

ARH1,005,146,80070
RMB?1,005,146,800

AR #82,608,7007C

RMB82,608,700

AER#59,326,8007T

RMB59,326,800

FOFEEREE AL

Percentage of equity interest
attributable to the Company

2021
63.60%

63.60%

63.60%

63.60%

100%
100%

100%
100%

100%
100%

59.99%

59.99%

59.99%

59.99%

2020
63.60%

63.60%

63.60%

63.60%

100%
100%

100%
100%

100%
100%

59.99%

59.99%

59.99%

59.99%

Principal activities

Sale of pharmaceutical
products

ERtE

Manufacturing of
pharmaceutical
products

ERiHE
Sale of pharmaceutical
products

ERHE
Sale of pharmaceutical
products

BmiEg

Sale of pharmaceutical
products

EREERNE

Manufacturing and sale
of pharmaceutical
products

EmiE

Sale of pharmaceutical
products



LFIREKEEHAE) 1.

RN E LT EE )

gEleii/
HEMRR %
Place of
incorporation/
registration
and business

EEHRREERAAWZOL) E/RER
China Resources Nantong PRC/Mainland China
Pharmaceutical Co., Ltd.
(Note (2)i0)

ERTLBEER ARG L) FE/RE R
China Resources Hebei Pharmaceutical PRC/Mainland China
Co., Ltd. (Note (2)b))

EHIHBERRLAWH W) /B R
China Resources Jiangsu PharmaceuticalPRC/Mainland China
Co., Ltd. (Note 9)b))

ERLCORIRBEERAT B /AR
e

China Resources Purenhong (Bejing) ~ PRC/Mainland China
Pharmaceutical Co., Ltd.
(Note (2)(b)

ERREREERAR W) B/ RER
China Resources Tianjin Pharmaceutical PRC/Mainland China
Co., Ltd. (Note 2)ib))

ERRILBREBRAA HE/RERL
EBRLER WEo)

China Resources Hubei Pharmaceutical PRC/Mainland China
Co., Ltd. (“CR Hubei Pharmaceutical”)

(Note (2)fb)
EENRENBEEERAR HE/RER
Wienw)

China Resources Hunan Shuangzhou  PRC/Mainland China
Pharmaceutical Co., Ltd.
(Note (2)10)

REMBRRME

Notes to Consolidated Financial Statements

—T-——%+-F=+—H 31 December 2021
CORPORATE AND GROUP INFORMATION
(continued)

Information about subsidiaries (continued)

ERITHER/
EfkE FOFEEREE AL

Issued ordinary/
registered share Percentage of equity interest

capital attributable to the Company Principal activities
2021 2020
AR #50,000,0007T 100% 100% EREE
RMB50,000,000 100% 100%  Sale of pharmaceutical
products
AEKH330,000,0007 100% 100% EmiEE
RMB330,000,000 100% 100%  Sale of pharmaceutical
products
AR 500,000,000 100% 100% ERHE
RMB500,000,000 100% 100%  Sale of pharmaceutical
products
AR#110,000,0007 100% 100% E@E
RMB110,000,000 100% 100%  Sale of pharmaceutical
products
AR500,000,0007 100% 100% E@E
RMB500,000,000 100% 100%  Sale of pharmaceutical
products
AR H352,000,0007 60% 60% HmiE
RMB352,000,000 60% 60%  Sale of pharmaceutical
products
AE#80,000,0007T 100% 100% EmiEE
RMB80,000,000 100% 100%  Sale of pharmaceutical
products
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—ZE-—H+-"H=+—H 31 December 2021

1. LAFRKERHGE) 1. CORPORATE AND GROUP INFORMATION
(continued)
BERME AT EE ) Information about subsidiaries (continued)
310010 CRTEER
EEm B R R S FNERERERSLL
Place of
incorporation/ Issued ordinary/
registration registered share Percentage of equity interest
and business capital attributable to the Company Principal activities
2021 2020

EREREEERAA E/RER ARE405,755,0007C 70% 0% BREE
(EEERBRE) W)

China Resources Guangdong PRC/Mainland China RMB405,755,000 70% 70%  Sale of pharmaceutical
Pharmaceutical Co., Ltd. (‘CR products
Guangdong Pharmaceutical’)

(Note (2)a)

ERRL(LRBERARWRLL) B/ PER AR70,000,0007C 70% 70% ERiE

China Resources (Shanghai) Co., Ltd.  PRC/Mainland China RMB70,000,000 70% 70%  Sale of pharmaceutical
(Note (2)b)) products

ERNERREERRAF FE /AR AR ¥151,000,0007 51% 51% EmiEE
W)

China Resources Hunan Ruige PRC/Mainland China RMB151,000,000 51% 51%  Sale of pharmaceutical
Pharmaceutical Co., Ltd. products
(Note (2)i0)

EEERREERAAWHoL)  FE/ RN AR #100,000,0007 100% 100% ZEmEE

China Resources Qingdao PRC/Mainland China RMB100,000,000 100% 100%  Sale of pharmaceutical
Pharmaceutical Co., Ltd. products
(Note (2)(b)

EREMBEARRAW W)  TE/TER AR#200,000,00070 100% 100% @&

China Resources Jilin Pharmaceutical  PRC/Mainland China RMB200,000,000 100% 100%  Sale of pharmaceutical
Co., Ltd. (Note 2)b)) products

tRENERBEARER] HE/RER ANE#2,800,00070 59.99% 50.99% Emi#E
e

Beiing Saike Changsheng PRC/Mainland China RMB2,800,000 59.99% 59.99%  Sale of pharmaceutical
Pharmaceutical Company Ltd. products
(Note (2)(b)

ERE(LRBERRAF HE/RER AR¥51,000,0007T 60% 60% EmiEE
e

China Resources Xinlong (Shanxi) PRC/Mainland China RMB51,000,000 60% 60%  Sale of pharmaceutical
Pharmaceutical Co., Ltd. products

(Note (2)fb)
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Notes to Consolidated Financial Statements

—ZET-—F+-H=+—H 31 December 2021

LFIREEEHE) 1. CORPORATE AND GROUP INFORMATION
(continued)
BRME AR EE ) Information about subsidiaries (continued)
30010 CRTEER/
EEmh R R EEE FNERIERERS L
Place of
incorporation/ Issued ordinary/
registration registered share Percentage of equity interest
and business capital attributable to the Company Principal activities
2021 2020

RRERENEEBRAA E/RER AR 88,067,007 63.60% 6360% EmEE
W)

China Resources Shenghuo PRC/Mainland China RMB88,067,000 63.60% 63.60%  Manufacturing of
Pharmaceutical Holdings, Inc. pharmaceutical
(Note (2)b)) products

SHREX(EM)ERALRA E/RER AR #150,000,0007 50.99% 50.99% EmitE
Wz

Double-Crane Pharmaceutical PRC/Mainland China RMB150,000,000 59.99% 59.99%  Manufacturing of
(Hainan) Co., Ltd. (Note (2)b)) pharmaceutical

products

B (PR REERAR E/RER AR 51,000,007 63.60% 6360% FmitE
(NRASE) (W)

Aonuo (China) Pharmaceutical PRC/Mainland China RMB51,000,000 63.60% 63.60%  Manufacturing of
Co.,Ltd. (“Aonuo Pharmaceutical’) pharmaceutical
(Note (2)b)) products

BRED W) - 2I)K() E/RER ARKES11,633 43870 28.86% - BREE

Boya Bio-pharmaceutica PRC/Mainland China RMB511,633,438 28.86% - Manufacturing of
(Notes (1), (2) (@) and (3)) pharmaceutical

products

et - Notes:

) EHE=H - BB EERAY TR (1) CR Sanjiu, Dong-E-E-Jiao and Boya Bio-pharmaceutical are listed on
YIBEAZ ST LT M EeEE R TIh the Shenzhen Stock Exchange, and CR Double-Crane and Jiangzhong
BETIA EEET S LT o Pharmaceutical are listed on the Shanghai Stock Exchange.

@) R ER I B AT EREEER 2) For those subsidiaries established in the PRC, their legal entity types are
N as follows:

(@) RO BAL AT (a) sino-foreign equity joint venture
(o) ARETAT (b) limited liability company

(© NG NG (c) wholly foreign owned enterprise
(d) B ERAF] (d) joint-stock limited company

@) NAFIRBIEE BB ATY BT (3) These entities are accounted for as subsidiaries by virtue of the
ERREE B EEAHBAT - Company’s control over them through non-wholly-owned subsidiaries.
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1.

2.1

LTI REKEEHAE)

HRME AT EH ()

BRERBEZEBRAARRERFAIN
B RIERE MM A B RA R RIS
5o

EREINEERRET B EREENE
BREENARFMBEAR - EFRR
WEHIIEMHBATNERESRER
£ o

REEE

BBmRDREEEGHMAS(EE
SRR AE ) B H BB WK REER
(BEMBHREER) (B REEEM
BHmE £ BREHER(EEGF
ERDERE)  BEARGFERR
BB RAURD - RAE LKA LR
HER AR BEFENREYE  ARE
TEHRBREIRERIN - BIBRKRIAE
BE2F MATRONEESREONT
T BEEAERIN -

A MBEHRER BEANR R REME AR
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=t —BLEFENPBERE - MEBAF
REARTERRFEREFNNER(E
REBEER)  EAKEEB2HRK
B 5 e ZE T T A HE ] m SR [ B sk
ERZAAZRREFRNEBEER
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TR BT IR A AR ) B RS AT R o
HARBEELEEREGREHRNK
SRBOER DR — - BIREERFF
HERTHEEHREHRNOENEE
BE—YIHEEERER B

@) HEEREHREMEEFRBEANAG
#ZhE

b) EMEKRBEPTELNERN &

© AEENRERIBEREE -
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2.1

CORPORATE AND GROUP INFORMATION
(continued)

Information about subsidiaries (continued)

Except for CR Pharmaceutical Holdings, which is held directly by the
Company, the remaining subsidiaries above are held indirectly by the
Company.

The above table lists the subsidiaries of the Company which, in the
opinion of the directors, principally affected the results or assets of
the Group. To give details of other subsidiaries would, in the opinion
of the directors, result in particulars of excessive length.

BASIS OF PREPARATION

The financial statements have been prepared in accordance with
Hong Kong Financial Reporting Standards (“HKFRSs”) (which include
all Hong Kong Financial Reporting Standards, Hong Kong Accounting
Standards (“HKASs”) and Interpretations) issued by the Hong Kong
Institute of Certified Public Accountants (“HKICPA”), accounting
principles generally accepted in Hong Kong and the Hong Kong
Companies Ordinance. They have been prepared under the historical
cost convention, except for investment properties, and certain debt
and equity investments that are measured at fair value. The financial
statements are presented in Hong Kong dollars and all values are
rounded to the nearest thousand except when otherwise indicated.

Basis of consolidation

The consolidated financial statements include the financial statements
of the Company and its subsidiaries (collectively referred to as the
“Group”) for the year ended 31 December 2021. A subsidiary is an
entity (including a structured entity), directly or indirectly, controlled
by the Company. Control is achieved when the Group is exposed, or
has rights, to variable returns from its involvement with the investee
and has the ability to affect those returns through its power over the
investee (i.e., existing rights that give the Group the current ability to
direct the relevant activities of the investee).

When the Company has, directly or indirectly, less than a majority
of the voting or similar rights of an investee, the Group considers all
relevant facts and circumstances in assessing whether it has power
over an investee, including:

(@  the contractual arrangement with the other vote holders of the
investee;

(b)  rights arising from other contractual arrangements; and

(c)  the Group’s voting rights and potential voting rights.
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BASIS OF PREPARATION (continued)

Basis of consolidation (continued)

The financial statements of the subsidiaries are prepared for the
same reporting period as the Company, using consistent accounting
policies. The results of subsidiaries are consolidated from the date on
which the Group obtains control and continue to be consolidated until
the date that such control ceases.

Profit or loss and each component of other comprehensive income
are attributed to the owners of the parent of the Group and to the
non-controlling interests, even if this results in the non-controlling
interests having a deficit balance. All intra-group assets and liabilities,
equity, income, expenses and cash flows relating to transactions
between members of the Group are eliminated in full on consolidation.

The Group reassesses whether or not it controls an investee if
facts and circumstances indicate that there are changes to one or
more of the three elements of control described above. A change in
the ownership interest of a subsidiary, without a loss of control, is
accounted for as an equity transaction.

If the Group loses control over a subsidiary, it derecognises (i) the
assets (including goodwill) and liabilities of the subsidiary, (i) the
carrying amount of any non-controlling interest and (i) the cumulative
translation differences recorded in equity; and recognises (i) the fair
value of the consideration received, (i) the fair value of any investment
retained and (iii) any resulting surplus or deficit in profit or loss.
The Group’s share of components previously recognised in other
comprehensive income is reclassified to profit or loss or retained
profits, as appropriate, on the same basis as would be required if the
Group had directly disposed of the related assets or liabilities.

CHANGES IN ACCOUNTING POLICIES AND
DISCLOSURES

The Group has adopted the following revised HKFRSs for the first
time for the current year’s financial statements.

Amendment to HKFRS 9,
HKAS 39, HKFRS 7,
HKFRS 4 and HKFRS 16

Interest Rate Benchmark Reform —
Phase 2
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2.2 CHANGES IN ACCOUNTING POLICIES AND
DISCLOSURES (continued)

Amendment to HKFRS 16

Covid-19-Related Rent Concessions
beyond 30 June 2021 (early
adopted)

The nature and the impact of the revised HKFRSs are described
below:

(a)

Amendments to HKFRS 9, HKAS 39, HKFRS 7, HKFRS 4
and HKFRS 16

Amendments to HKFRS 9, HKAS 39, HKFRS 7, HKFRS 4
and HKFRS 16 address issues not dealt with in the previous
amendments which affect financial reporting when an existing
interest rate benchmark is replaced with an alternative risk-free
rate (“RFR”). The amendments provide a practical expedient
to allow the effective interest rate to be updated without
adjusting the carrying amount of financial assets and liabilities
when accounting for changes in the basis for determining the
contractual cash flows of financial assets and liabilities, if the
change is a direct consequence of the interest rate benchmark
reform and the new basis for determining the contractual
cash flows is economically equivalent to the previous basis
immediately preceding the change. In addition, the amendments
permit changes required by the interest rate benchmark reform
to be made to hedge designations and hedge documentation
without the hedging relationship being discontinued. Any
gains or losses that could arise on transition are dealt with
through the normal requirements of HKFRS 9 to measure and
recognise hedge ineffectiveness. The amendments also provide
a temporary relief to entities from having to meet the separately
identifiable requirement when an RFR is designated as a risk
component. The relief allows an entity, upon designation of the
hedge, to assume that the separately identifiable requirement
is met, provided the entity reasonably expects the RFR risk
component to become separately identifiable within the next
24 months. Furthermore, the amendments require an entity
to disclose additional information to enable users of financial
statements to understand the effect of interest rate benchmark
reform on an entity’s financial instruments and risk management
strategy.
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2.2 CHANGES IN ACCOUNTING POLICIES AND
DISCLOSURES (continued)

(a)

(b)

Amendments to HKFRS 9, HKAS 39, HKFRS 7, HKFRS 4
and HKFRS 16 (continued)

The Group had certain interest-bearing bank borrowings
denominated in Hong Kong dollars based on the Hong Kong
Interbank Offered Rate (“HIBOR”) and United States dollars
based on the London Interbank Offered Rate (“LIBOR”) as at 31
December 2021. Since the interest rates of these borrowings
were not replaced by RFRs during the year, the amendment did
not have any impact on the financial position and performance
of the Group. If the interest rates of these borrowings are
replaced by RFRs in a future period, the Group will apply the
above-mentioned practical expedient upon the modification of
these instruments provided that the “economically equivalent”
criterion is met.

Amendments to HKFRS 16

Amendment to HKFRS 16 issued in April 2021 extends the
availability of the practical expedient for lessees to elect not
to apply lease modification accounting for rent concessions
arising as a direct consequence of the novel coronavirus
(“COVID-19”) pandemic by 12 months. Accordingly, the
practical expedient applies to rent concessions for which any
reduction in lease payments affects only payments originally
due on or before 30 June 2022, provided the other conditions
for applying the practical expedient are met. The amendment
is effective retrospectively for annual periods beginning on or
after 1 April 2021 with any cumulative effect of initially applying
the amendment recognised as an adjustment to the opening
balance of retained profits at the beginning of the current
accounting period. Earlier application is permitted.

The Group has early adopted the amendment on 1 January
2021 and applied the practical expedient during the year
ended 31 December 2021 to all rent concessions granted by
the lessors that affected only payments originally due on or
before 30 June 2022 as a direct consequence of the COVID-19
pandemic. A reduction in the lease payments arising from the
rent concessions of HK$17,457,000 has been accounted for
as a variable lease payment by derecognising part of the lease
liabilities and crediting to profit or loss for the year ended 31
December 2021. There was no impact on the opening balance
of equity as at 1 January 2021.
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ISSUED BUT NOT YET EFFECTIVE HONG KONG
FINANCIAL REPORTING STANDARDS

The Group has not applied the following new and revised HKFRSs,
that have been issued but are not yet effective, in these financial

statements.
Amendments to HKFRS 3

Amendments to HKFRS 10
and HKAS 28 (2011)

HKFRS 17

Amendments to HKFRS 17

Amendments to HKAS 1

Amendments to HKAS 1 and
HKFRS Practice
Statement 2

Amendments to HKAS 8

Amendments to HKAS 12

Amendments to HKAS 16

Amendments to HKFRS 17

Amendments to HKAS 37

Annual Improvements to
HKFRSs 2018-2020

Reference to the Conceptual
Framework!

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

Insurance Contracts®
Insurance Contracts®®

Classification of Liabilities as Current
or Non-current®*
Disclosure of Accounting Policies?

Definition of Accounting Estimates?

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

Property, Plant and Equipment:
Proceeds before Intended Use’

Initial Application of HKFRS 17 and
HKFRS 9 Comparative Information?

Onerous Contracts — Cost of Fulfilling
a Contract’

Amendments to HKFRS 1, HKFRS 9,
lllustrative Examples accompanying
HKFRS 16, and HKAS 411
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—E-—F+=-F=+—H 31 December 2021
ISSUED BUT NOT YET EFFECTIVE HONG
KONG FINANCIAL REPORTING STANDARDS
(continued)

1 Effective for annual periods beginning on or after 1 January 2022

2 Effective for annual periods beginning on or after 1 January 2023

(&)

No mandatory effective date yet determined but available for adoption

4 As a consequence of the amendments to HKAS 1, Hong Kong
Interpretation 5 Presentation of Financial Statements — Classification by
the Borrower of a Term Loan that Contains a Repayment on Demand
Clause was revised in October 2020 to align the corresponding wording
with no change in conclusion

© As a consequence of the amendments to HKFRS 17 issued in October

2020, HKFRS 4 was amended to extend the temporary exemption that

permits insurers to apply HKAS 39 rather than HKFRS 9 for annual

periods beginning before 1 January 2023

Further information about those HKFRSs that are expected to be
applicable to the Group is described below.

Amendments to HKFRS 3 are intended to replace a reference to
the previous Framework for the Preparation and Presentation of
Financial Statements with a reference to the Conceptual Framework
for Financial Reporting issued in June 2018 without significantly
changing its requirements. The amendments also add to HKFRS 3
an exception to its recognition principle for an entity to refer to the
Conceptual Framework to determine what constitutes an asset or
a liability. The exception specifies that, for liabilities and contingent
liabilities that would be within the scope of HKAS 37 or HK(IFRIC)-Int
21 if they were incurred separately rather than assumed in a business
combination, an entity applying HKFRS 3 should refer to HKAS 37 or
HK(IFRIC)-Int 21 respectively instead of the Conceptual Framework.
Furthermore, the amendments clarify that contingent assets do not
qualify for recognition at the acquisition date. The Group expects to
adopt the amendments prospectively from 1 January 2022. Since
the amendments apply prospectively to business combinations for
which the acquisition date is on or after the date of first application,
the Group will not be affected by these amendments on the date of
transition.
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ISSUED BUT NOT YET EFFECTIVE HONG
KONG FINANCIAL REPORTING STANDARDS
(continued)

Amendments to HKFRS 10 and HKAS 28 (2011) address an
inconsistency between the requirements in HKFRS 10 and in HKAS
28 (2011) in dealing with the sale or contribution of assets between
an investor and its associate or joint venture. The amendments
require a full recognition of a gain or loss resulting from a downstream
transaction when the sale or contribution of assets between an
investor and its associate or joint venture constitutes a business. For
a transaction involving assets that do not constitute a business, a gain
or loss resulting from the transaction is recognised in the investor’s
profit or loss only to the extent of the unrelated investor’s interest in
that associate or joint venture. The amendments are to be applied
prospectively. The previous mandatory effective date of amendments
to HKFRS 10 and HKAS 28 (2011) was removed by the HKICPA in
January 2016 and a new mandatory effective date will be determined
after the completion of a broader review of accounting for associates
and joint ventures. However, the amendments are available for
adoption now.

Amendments to HKAS 1 Classification of Liabilities as Current or Non-
current clarify the requirements for classifying liabilities as current or
non-current. The amendments specify that if an entity’s right to defer
settlement of a liability is subject to the entity complying with specified
conditions, the entity has a right to defer settlement of the liability at
the end of the reporting period if it complies with those conditions
at that date. Classification of a liability is unaffected by the likelihood
that the entity will exercise its right to defer settlement of the liability.
The amendments also clarify the situations that are considered a
settlement of a liability. The amendments are effective for annual
periods beginning on or after 1 January 2023 and shall be applied
retrospectively. Earlier application is permitted. The amendments are
not expected to have any significant impact on the Group’s financial
statements.
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ISSUED BUT NOT YET EFFECTIVE HONG
KONG FINANCIAL REPORTING STANDARDS
(continued)

Amendments to HKAS 1 Disclosure of Accounting Policies require
entities to disclose their material accounting policy information
rather than their significant accounting policies. Accounting policy
information is material if, when considered together with other
information included in an entity’s financial statements, it can
reasonably be expected to influence decisions that the primary users
of general purpose financial statements make on the basis of those
financial statements. Amendments to HKFRS Practice Statement 2
provide non-mandatory guidance on how to apply the concept of
materiality to accounting policy disclosures. Amendments to HKAS 1
are effective for annual periods beginning on or after 1 January 2023
and earlier application is permitted. Since the guidance provided in
the amendments to HKFRS Practice Statement 2 is non-mandatory,
an effective date for these amendments is not necessary. The Group
is currently assessing the impact of the amendments on the Group’s
accounting policy disclosures.

Amendments to HKAS 8 clarify the distinction between changes in
accounting estimates and changes in accounting policies. Accounting
estimates are defined as monetary amounts in financial statements
that are subject to measurement uncertainty. The amendments
also clarify how entities use measurement techniques and inputs to
develop accounting estimates. The amendments are effective for
annual reporting periods beginning on or after 1 January 2023 and
apply to changes in accounting policies and changes in accounting
estimates that occur on or after the start of that period. Earlier
application is permitted. The amendments are not expected to have
any significant impact on the Group’s financial statements.

Amendments to HKAS 12 narrow the scope of the initial recognition
exception so that it no longer applies to transactions that give rise
to equal taxable and deductible temporary differences, such as
leases and decommissioning obligations. Therefore, entities are
required to recognise a deferred tax asset and a deferred tax liability
for temporary differences arising from these transactions. The
amendments are effective for annual reporting periods beginning on
or after 1 January 2023 and shall be applied to transactions related
to leases and decommissioning obligations at the beginning of the
earliest comparative period presented, with any cumulative effect
recognised as an adjustment to the opening balance of retained
profits or other component of equity as appropriate at that date.
In addition, the amendments shall be applied prospectively to
transactions other than leases and decommissioning obligations.
Earlier application is permitted. The amendments are not expected to
have any significant impact on the Group’s financial statements.
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ISSUED BUT NOT YET EFFECTIVE HONG
KONG FINANCIAL REPORTING STANDARDS
(continued)

Amendments to HKAS 16 prohibit an entity from deducting from the
cost of an item of property, plant and equipment any proceeds from
selling items produced while bringing that asset to the location and
condition necessary for it to be capable of operating in the manner
intended by management. Instead, an entity recognises the proceeds
from selling any such items, and the cost of those items, in profit or
loss. The amendments are effective for annual periods beginning on
or after 1 January 2022 and shall be applied retrospectively only to
items of property, plant and equipment made available for use on or
after the beginning of the earliest period presented in the financial
statements in which the entity first applies the amendments. Earlier
application is permitted. The amendments are not expected to have
any significant impact on the Group’s financial statements.

Amendments to HKAS 37 clarify that for the purpose of assessing
whether a contract is onerous under HKAS 37, the cost of fulfilling
the contract comprises the costs that relate directly to the contract.
Costs that relate directly to a contract include both the incremental
costs of fulfiling that contract (e.g., direct labour and materials) and
an allocation of other costs that relate directly to fulfilling that contract
(e.g., an allocation of the depreciation charge for an item of property,
plant and equipment used in fuffiling the contract as well as contract
management and supervision costs). General and administrative
costs do not relate directly to a contract and are excluded unless they
are explicitly chargeable to the counterparty under the contract. The
amendments are effective for annual periods beginning on or after 1
January 2022 and shall be applied to contracts for which an entity
has not yet fulfilled all its obligations at the beginning of the annual
reporting period in which it first applies the amendments. Earlier
application is permitted. Any cumulative effect of initially applying
the amendments shall be recognised as an adjustment to the
opening equity at the date of initial application without restating the
comparative information. The amendments are not expected to have
any significant impact on the Group’s financial statements.
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—E-—F+=-F=+—H 31 December 2021
ISSUED BUT NOT YET EFFECTIVE HONG
KONG FINANCIAL REPORTING STANDARDS
(continued)

Annual Improvements to HKFRSs 2018-2021 sets out amendments
to HKFRS 1, HKFRS 9, lllustrative Examples accompanying HKFRS
16, and HKAS 41. Details of the amendments that are expected to be
applicable to the Group are as follows:

o HKFRS 9 Financial Instruments: clarifies the fees that an
entity includes when assessing whether the terms of a new
or modified financial liability are substantially different from the
terms of the original financial liability. These fees include only
those paid or received between the borrower and the lender,
including fees paid or received by either the borrower or lender
on the other’s behalf. An entity applies the amendment to
financial liabilities that are modified or exchanged on or after
the beginning of the annual reporting period in which the entity
first applies the amendment. The amendment is effective for
annual periods beginning on or after 1 January 2022. Earlier
application is permitted. The amendment is not expected to
have a significant impact on the Group’s financial statements.

° HKFRS 16 Leases: removes the illustration of payments from
the lessor relating to leasehold improvements in lllustrative
Example 13 accompanying HKFRS 16. This removes potential
confusion regarding the treatment of lease incentives when
applying HKFRS 16.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES

Investments in associates and joint ventures

An associate is an entity in which the Group has a long-term interest
of generally not less than 20% of the equity voting rights and over
which it is in a position to exercise significant influence. Significant
influence is the power to participate in the financial and operating
policy decisions of the investee, but is not control or joint control over
those policies.
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POLICIES (continued)
Investments in associates and joint ventures (continued)

A joint venture is a type of joint arrangement whereby the parties that
have joint control of the arrangement have rights to the net assets of
the joint venture. Joint control is the contractually agreed sharing of
control of an arrangement, which exists only when decisions about
the relevant activities require the unanimous consent of the parties
sharing control.

The Group’s investments in associates and joint ventures are stated
in the consolidated statement of financial position at the Group’s
share of net assets under the equity method of accounting, less
any impairment losses. Adjustments are made to bring into line any
dissimilar accounting policies that may exist.

The Group’s share of the post-acquisition results and other
comprehensive income of associates and joint ventures is included
in the consolidated statement of profit or loss and consolidated
statement of comprehensive income, respectively. In addition, when
there has been a change recognised directly in the equity of the
associate or joint venture, the Group recognises its share of any
changes, when applicable, in the consolidated statement of changes
in equity. Unrealised gains and losses resulting from transactions
between the Group and its associates or joint ventures are eliminated
to the extent of the Group’s investments in the associates or joint
ventures, except where unrealised losses provide evidence of an
impairment of the assets transferred. Goodwill arising from the
acquisition of associates or joint ventures is included as part of the
Group’s investments in associates or joint ventures.

If an investment in an associate becomes an investment in a joint
venture or vice versa, the retained interest is not remeasured. Instead,
the investment continues to be accounted for under the equity
method. In all other cases, upon loss of significant influence over the
associate or joint control over the joint venture, the Group measures
and recognises any retained investment at its fair value. Any difference
between the carrying amount of the associate or joint venture upon
loss of significant influence or joint control and the fair value of the
retained investment and proceeds from disposal is recognised in
profit or loss.

When an investment in an associate or a joint venture is classified as
held for sale, it is accounted for in accordance with HKFRS 5 Non-
current Assets Held for Sale and Discontinued Operations.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continued)
Business combinations and goodwill

Business combinations are accounted for using the acquisition
method. The consideration transferred is measured at the acquisition
date fair value which is the sum of the acquisition date fair values of
assets transferred by the Group, liabilities assumed by the Group to
the former owners of the acquiree and the equity interests issued
by the Group in exchange for control of the acquiree. For each
business combination, the Group elects whether to measure the
non-controlling interests in the acquiree that are present ownership
interests and entitle their holders to a proportionate share of net assets
in the event of liquidation at fair value or at the proportionate share of
the acquiree’s identifiable net assets. All other components of non-
controlling interests are measured at fair value. Acquisition-related
costs are expensed as incurred.

The Group determines that it has acquired a business when
the acquired set of activities and assets include an input and a
substantive process that together significantly contribute to the ability
to create outputs.

When the Group acquires a business, it assesses the financial assets
and liabilities assumed for appropriate classification and designation
in accordance with the contractual terms, economic circumstances
and pertinent conditions as at the acquisition date. This includes the
separation of embedded derivatives in host contracts of the acquiree.

If the business combination is achieved in stages, the previously held
equity interest is remeasured at its acquisition date fair value and any
resulting gain or loss is recognised in profit or loss.

Any contingent consideration to be transferred by the acquirer
is recognised at fair value at the acquisition date. Contingent
consideration classified as an asset or liability is measured at fair value
with changes in fair value recognised in profit or loss. Contingent
consideration that is classified as equity is not remeasured and
subsequent settlement is accounted for within equity.

Goodwill is initially measured at cost, being the excess of the
aggregate of the consideration transferred, the amount recognised for
non-controlling interests and any fair value of the Group’s previously
held equity interests in the acquiree over the identifiable net assets
acquired and liabilities assumed. If the sum of this consideration and
other items is lower than the fair value of the net assets acquired, the
difference is, after reassessment, recognised in profit or loss as a gain
on bargain purchase.
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POLICIES (continued)
Business combinations and goodwill (continued)

After initial recognition, goodwill is measured at cost less any
accumulated impairment losses. Goodwill is tested for impairment
annually or more frequently if events or changes in circumstances
indicate that the carrying value may be impaired. The Group performs
its annual impairment test of goodwill as at 31 December. For the
purpose of impairment testing, goodwill acquired in a business
combination is, from the acquisition date, allocated to each of the
Group’s cash-generating units, or groups of cash-generating units,
that are expected to benefit from the synergies of the combination,
irrespective of whether other assets or liabilities of the Group are
assigned to those units or groups of units.

Impairment is determined by assessing the recoverable amount of
the cash-generating unit (group of cash-generating units) to which
the goodwill relates. Where the recoverable amount of the cash-
generating unit (group of cash-generating units) is less than the
carrying amount, an impairment loss is recognised. An impairment
loss recognised for goodwill is not reversed in a subsequent period.

Where goodwill has been allocated to a cash-generating unit (or
group of cash-generating units) and part of the operation within
that unit is disposed of, the goodwill associated with the operation
disposed of is included in the carrying amount of the operation when
determining the gain or loss on the disposal. Goodwill disposed of in
these circumstances is measured based on the relative value of the
operation disposed of and the portion of the cash-generating unit
retained.

Fair value measurement

The Group measures its investment properties and equity investments
at fair value at the end of each reporting period. Fair value is the
price that would be received to sell an asset or paid to transfer a
liability in an orderly transaction between market participants at
the measurement date. The fair value measurement is based on
the presumption that the transaction to sell the asset or transfer
the liability takes place either in the principal market for the asset
or liability, or in the absence of a principal market, in the most
advantageous market for the asset or liability. The principal or the
most advantageous market must be accessible by the Group. The
fair value of an asset or a liability is measured using the assumptions
that market participants would use when pricing the asset or liability,
assuming that market participants act in their economic best interest.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Fair value measurement (continued)

A fair value measurement of a non-financial asset takes into account
a market participant’s ability to generate economic benefits by using
the asset in its highest and best use or by selling it to another market
participant that would use the asset in its highest and best use.

The Group uses valuation techniques that are appropriate in the
circumstances and for which sufficient data are available to measure
fair value, maximising the use of relevant observable inputs and
minimising the use of unobservable inputs.

All assets and liabilities for which fair value is measured or disclosed in
the financial statements are categorised within the fair value hierarchy,
described as follows, based on the lowest level input that is significant
to the fair value measurement as a whole:

Level 1 — based on quoted prices (unadjusted) in active markets

for identical assets or liabilities

Level2 - based on valuation techniques for which the lowest level
input that is significant to the fair value measurement is
observable, either directly or indirectly

Level 3 - based on valuation techniques for which the lowest level
input that is significant to the fair value measurement is
unobservable

For assets and liabilities that are recognised in the financial statements
on a recurring basis, the Group determines whether transfers
have occurred between levels in the hierarchy by reassessing
categorisation (based on the lowest level input that is significant to
the fair value measurement as a whole) at the end of each reporting
period.
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POLICIES (continued)
Impairment of non-financial assets

Where an indication of impairment exists, or when annual impairment
testing for an asset is required (other than inventories, contract assets,
deferred tax assets, financial assets, investment properties and non-
current assets/a disposal group classified as held for sale), the asset’s
recoverable amount is estimated. An asset’s recoverable amount is
the higher of the asset’s or cash-generating unit’s value in use and
its fair value less costs of disposal, and is determined for an individual
asset, unless the asset does not generate cash inflows that are largely
independent of those from other assets or groups of assets, in which
case the recoverable amount is determined for the cash-generating
unit to which the asset belongs. In testing a cash-generating unit for
impairment, a portion of the carrying amount of a corporate asset (e.g.,
a headquarters building) is allocated to an individual cash-generating
unit if it can be allocated on a reasonable and consistent basis or,
otherwise, to the smallest group of cash-generating units.

An impairment loss is recognised only if the carrying amount of an
asset exceeds its recoverable amount. In assessing value in use, the
estimated future cash flows are discounted to their present value
using a pre-tax discount rate that reflects current market assessments
of the time value of money and the risks specific to the asset. An
impairment loss is charged to the statement of profit or loss in the
period in which it arises in those expense categories consistent with
the function of the impaired asset.

An assessment is made at the end of each reporting period as to
whether there is an indication that previously recognised impairment
losses may no longer exist or may have decreased. If such an
indication exists, the recoverable amount is estimated. A previously
recognised impairment loss of an asset other than goodwill is
reversed only if there has been a change in the estimates used to
determine the recoverable amount of that asset, but not to an amount
higher than the carrying amount that would have been determined
had no impairment loss been recognised for the asset in prior years.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Related parties

A party is considered to be related to the Group if:

(@  the party is a person or a close member of that person’s family
and that person

U
(i)
(i)

or

has control or joint control over the Group;
has significant influence over the Group; or

is @ member of the key management personnel of the
Group or of a parent of the Group;

(b)  the party is an entity where any of the following conditions
applies:

U)

(i)

(i)

(iv)

(vi)

(vii)

(viii)

the entity and the Group are members of the same
group;

one entity is an associate or joint venture of the other
entity (or of a parent, subsidiary or fellow subsidiary of the
other entity);

the entity and the Group are joint ventures of the same
third party;

one entity is a joint venture of a third entity and the other
entity is an associate of the third entity;

the entity is a post-employment benefit plan for the
benefit of employees of either the Group or an entity
related to the Group; and the sponsoring employers of
the post-employment benefit plan;

the entity is controlled or a jointly controlled by a person
identified in (a);

a person identified in (a)(i) has significant influence
over the entity or is a member of the key management
personnel of the entity (or of a parent of the entity); and

the entity, or any member of a group of which it is a part,
provides key management personnel services to the
Group or to the parent of the Group.
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POLICIES (continued)
Property, plant and equipment and depreciation

Property, plant and equipment, other than construction in progress,
are stated at cost less accumulated depreciation and any impairment
losses. When an item of property, plant and equipment is classified
as held for sale or when it is part of a disposal group classified as
held for sale, it is not depreciated and is accounted for in accordance
with HKFRS 5, as further explained in the accounting policy for “Non-
current assets and disposal groups held for sale”. The cost of an
item of property, plant and equipment comprises its purchase price
and any directly attributable costs of bringing the asset to its working
condition and location for its intended use.

Expenditure incurred after items of property, plant and equipment
have been put into operation, such as repairs and maintenance, is
normally charged to the statement of profit or loss in the period in
which it is incurred. In situations where the recognition criteria are
satisfied, the expenditure for a major inspection is capitalised in the
carrying amount of the asset as a replacement. Where significant
parts of property, plant and equipment are required to be replaced at
intervals, the Group recognises such parts as individual assets with
specific useful lives and depreciates them accordingly.

Depreciation is calculated on the straight-line basis to write off the
cost of each item of property, plant and equipment to its residual
value over its estimated useful life. The principal annual rates used for
this purpose are as follows:

Buildings 2.71% 10 4.75%

Machinery and equipment 9.5% to 19%

Leasehold improvements Over the shorter of the lease terms
and 20%

Motor vehicles 10.56% t0 23.75%

Furniture and fixtures 9.5% t0 31.67%

Where parts of an item of property, plant and equipment have different
useful lives, the cost of that item is allocated on a reasonable basis
among the parts and each part is depreciated separately. Residual
values, useful lives and the depreciation method are reviewed, and
adjusted if appropriate, at least at each financial year end.

An item of property, plant and equipment including any significant part
initially recognised is derecognised upon disposal or when no future
economic benefits are expected from its use or disposal. Any gain or
loss on disposal or retirement recognised in the statement of profit or
loss in the year the asset is derecognised is the difference between
the net sales proceeds and the carrying amount of the relevant asset.
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Notes to Consolidated Financial Statements

—E-—F+=-F=+—H 31 December 2021
SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Property, plant and equipment and depreciation (continued)

Construction in progress is stated at cost less any impairment
losses, and is not depreciated. Cost comprises the direct costs of
construction and capitalised borrowing costs on related borrowed
funds during the period of construction. Construction in progress
is reclassified to the appropriate category of property, plant and
equipment when completed and ready for use.

Investment properties

Investment properties are interests in land and buildings (including
the leasehold property held as a right-of-use asset which would
otherwise meet the definition of an investment property) held to earn
rental income and/or for capital appreciation, rather than for use in
the production or supply of goods or services or for administrative
purposes; or for sale in the ordinary course of business. Such
properties are measured initially at cost, including transaction costs.
Subsequent to initial recognition, investment properties are stated at
fair value, which reflects market conditions at the end of the reporting
period.

Gains or losses arising from changes in the fair values of investment
properties are included in the statement of profit or loss in the year in
which they arise.

Any gains or losses on the retirement or disposal of an investment
property are recognised in the statement of profit or loss in the year of
the retirement or disposal.

For a transfer from investment properties to owner-occupied
properties, the deemed cost of a property for subsequent accounting
is its fair value at the date of change in use. If a property occupied by
the Group as an owner-occupied property becomes an investment
property, the Group accounts for such property in accordance
with the policy stated under “Property, plant and equipment and
depreciation” for owned property and/or accounts for such property
in accordance with the policy stated under “Right-of-use assets”
for property held as a right-of-use asset up to the date of change in
use, and any difference at that date between the carrying amount
and the fair value of the property is accounted for as a revaluation
in accordance with the policy stated under “Property, plant and
equipment and depreciation” above.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Intangible assets (other than goodwill)

Intangible assets acquired separately are measured on initial
recognition at cost. The cost of intangible assets acquired in a
business combination is the fair value at the date of acquisition. The
useful lives of intangible assets are assessed to be either finite or
indefinite. Intangible assets with finite lives are subsequently amortised
over the useful economic life and assessed for impairment whenever
there is an indication that the intangible asset may be impaired. The
amortisation period and the amortisation method for an intangible
asset with a finite useful life are reviewed at least at each financial year
end.

Intangible assets with indefinite useful lives,such as certain
trademarks, are tested for impairment annually either individually
or at the cash-generating unit level. Such intangible assets are not
amortised. The useful life of an intangible asset with an indefinite life is
reviewed annually to determine whether the indefinite life assessment
continues to be supportable. If not, the change in the useful life
assessment from indefinite to finite is accounted for on a prospective
basis.

Intangible assets are stated at cost less any impairment losses and
are amortised on the straight-line basis over their estimated useful
lives. The principal estimated useful lives of intangible assets are as
follow:

Patents and licences 5to 20 years
Non-patent technology 5to 10 years
Trademarks 5to 20 years
Customer relationships 10 to 20 years
Others 5to 10 years
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Notes to Consolidated Financial Statements

—ZET-—F+-H=+—H 31 December 2021

2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continued)
Intangible assets (other than goodwill) (continued)
Research and development costs

All research costs are charged to the statement of profit or loss as
incurred.

Expenditure incurred on projects to develop new products is
capitalised and deferred only when the Group can demonstrate the
technical feasibility of completing the intangible asset so that it will
be available for use or sale, its intention to complete and its ability
to use or sell the asset, how the asset will generate future economic
benefits, the availability of resources to complete the project and the
ability to measure reliably the expenditure during the development.
Product development expenditure which does not meet these criteria
is expensed when incurred.

Leases

The Group assesses at contract inception whether a contract is, or
contains, a lease. A contract is, or contains, a lease if the contract
conveys the right to control the use of an identified asset for a period
of time in exchange for consideration.

Group as a lessee

The Group applies a single recognition and measurement approach
for all leases, except for short-term leases and leases of low-value
assets. The Group recognises lease liabilities to make lease payments
and right-of-use assets representing the right to use the underlying
assets.

At inception or on reassessment of a contract that contains a lease
component, the Group allocates the consideration in the contract
to each lease and non-lease component on the basis of their stand-
alone prices. A practical expedient is available to a lessee, which the
Group has adopted, not to separate non-lease components and to
account for the lease and the associated non-lease components (e.g.,
property management services for leases of properties) as a single
lease component.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Leases (continued)

Group as a lessee (continued)

@)

®)

Right-of-use assets

Right-of-use assets are recognised at the commencement date
of the lease (that is the date the underlying asset is available
for use). Right-of-use assets are measured at cost, less any
accumulated depreciation and any impairment losses and
adjusted for any remeasurement of lease liabilities. The cost
of right-of-use assets includes the amount of lease liabilities
recognised, initial direct costs incurred, and lease payments
made at or before the commencement date less any lease
incentives received. Where applicable, the cost of a right-
of-use asset also includes an estimate of costs to dismantle
and remove the underlying asset or to restore the underlying
asset or the site on which it is located. Right-of-use assets are
depreciated on a straight-line basis over the shorter of the lease
terms and the estimated useful lives of the assets as follows:

Leasehold land 2 to 60 years
Building 2 to 50 years
Other equipment 1to 10 years

If ownership of the leased asset transfers to the Group by the
end of the lease term or the cost reflects the exercise of a
purchase option, depreciation is calculated using the estimated
useful life of the asset.

Lease liabilities

Lease liabilities are recognised at the commencement date
of the lease at the present value of lease payments to be
made over the lease term. The lease payments include fixed
payments (including in-substance fixed payments) less any
lease incentives receivable, variable lease payments that
depend on an index or a rate, and amounts expected to be
paid under residual value guarantees. The lease payments also
include the exercise price of a purchase option reasonably
certain to be exercised by the Group and payments of penalties
for termination of a lease, if the lease term reflects the Group
exercising the option to terminate the lease. The variable
lease payments that do not depend on an index or a rate are
recognised as an expense in the period in which the event or
condition that triggers the payment occurs.
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Notes to Consolidated Financial Statements

—ZET-—F+-H=+—H 31 December 2021

2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continued)
Leases (continued)

Group as a lessee (continued)
(b)  Lease liabilities (continued)

In calculating the present value of lease payments, the Group
uses its incremental borrowing rate at the lease commencement
date because the interest rate implicit in the lease is not readily
determinable. After the commencement date, the amount of
lease liabilities is increased to reflect the accretion of interest
and reduced for the lease payments made. In addition, the
carrying amount of lease liabilities is remeasured if there is a
modification, a change in the lease term, a change in lease
payments (e.g., a change to future lease payments resulting
from a change in an index or rate) or a change in assessment of
an option to purchase the underlying asset.

(c)  Short-term leases and leases of low-value assets

The Group applies the short-term lease recognition exemption
to its short-term leases of buildings, machinery and equipment
(that is those leases that have a lease term of 12 months or less
from the commencement date and do not contain a purchase
option). It also applies the recognition exemption for leases
of low-value assets to leases of office equipment and laptop
computers that are considered to be of low value.

Lease payments on short-term leases and leases of low-value
assets are recognised as an expense on a straight-line basis
over the lease term.

Group as a lessor

When the Group acts as a lessor, it classifies at lease inception (or
when there is a lease modification) each of its leases as either an
operating lease or a finance lease.

Leases in which the Group does not transfer substantially all the
risks and rewards incidental to ownership of an asset are classified
as operating leases. When a contract contains lease and non-lease
components, the Group allocates the consideration in the contract to
each component on a relative stand-alone selling price basis. Rental
income is accounted for on a straight-line basis over the lease terms
and is included in revenue in the statement of profit or loss due to
its operating nature. Initial direct costs incurred in negotiating and
arranging an operating lease are added to the carrying amount of the
leased asset and recognised over the lease term on the same basis
as rental income. Contingent rents are recognised as revenue in the
period in which they are earned.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Leases (continued)
Group as a lessor (continued)

Leases that transfer substantially all the risks and rewards incidental
to ownership of an underlying asset to the lessee are accounted for as
finance leases.

At the commencement date, the cost of the leased asset is capitalised
at the present value of the lease payments and related payments
(including the initial direct costs), and presented as a receivable at an
amount equal to the net investment in the lease. The finance income
on the net investment in the lease is recognised in the statement of
profit or loss so as to provide a constant periodic rate of return over
the lease terms.

Investments and other financial assets
Initial recognition and measurement

Financial assets are classified, at initial recognition, as subsequently
measured at amortised cost, fair value through other comprehensive
income, and fair value through profit or loss.

The classification of financial assets at initial recognition depends
on the financial asset’s contractual cash flow characteristics and
the Group’s business model for managing them. With the exception
of trade receivables that do not contain a significant financing
component or for which the Group has applied the practical expedient
of not adjusting the effect of a significant financing component, the
Group initially measures a financial asset at its fair value, plus in
the case of a financial asset not at fair value through profit or loss,
transaction costs. Trade receivables that do not contain a significant
financing component or for which the Group has applied the practical
expedient are measured at the transaction price determined under
HKFRS 15 in accordance with the policies set out for “Revenue
recognition” below.

In order for a financial asset to be classified and measured at
amortised cost or fair value through other comprehensive income, it
needs to give rise to cash flows that are solely payments of principal
and interest (“SPPI”) on the principal amount outstanding. Financial
assets with cash flows that are not SPPI are classified and measured
at fair value through profit or loss, irrespective of the business model.
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T —F+—-F=+—H 31 December 2021
SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Investments and other financial assets (continued)
Initial recognition and measurement (continued)

The Group’s business model for managing financial assets refers to
how it manages its financial assets in order to generate cash flows.
The business model determines whether cash flows will result from
collecting contractual cash flows, selling the financial assets, or both.
Financial assets classified and measured at amortised cost are held
within a business model with the objective to hold financial assets in
order to collect contractual cash flows, while financial assets classified
and measured at fair value through other comprehensive income are
held within a business model with the objective of both holding to
collect contractual cash flows and selling. Financial assets which are
not held within the aforementioned business models are classified and
measured at fair value through profit or loss.

All regular way purchases and sales of financial assets are recognised
on the trade date, that is, the date that the Group commits to
purchase or sell the asset. Regular way purchases or sales are
purchases or sales of financial assets that require delivery of assets
within the period generally established by regulation or convention in
the marketplace.

Subsequent measurement

The subsequent measurement of financial assets depends on their
classification as follows:

Financial assets at amortised cost (debt instruments)

Financial assets at amortised cost are subsequently measured using
the effective interest method and are subject to impairment. Gains
and losses are recognised in the statement of profit or loss when the
asset is derecognised, modified or impaired.

Financial assets at fair value through other comprehensive
income (debt instruments)

For debt investments at fair value through other comprehensive
income, interest income, foreign exchange revaluation and impairment
losses or reversals are recognised in the statement of profit or loss
and computed in the same manner as for financial assets measured
at amortised cost. The remaining fair value changes are recognised in
other comprehensive income. Upon derecognition, the cumulative fair
value change recognised in other comprehensive income is recycled
to the statement of profit or loss.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Investments and other financial assets (continued)

Financial assets designated at fair value through other
comprehensive income (equity investments)

Upon initial recognition, the Group can elect to classify irrevocably
its equity investments as equity investments designated at fair value
through other comprehensive income when they meet the definition
of equity under HKAS 32 Financial Instruments: Presentation and are
not held for trading. The classification is determined on an instrument-
by-instrument basis.

Gains and losses on these financial assets are never recycled to the
statement of profit or loss. Dividends are recognised as other income
in the statement of profit or loss when the right of payment has been
established, it is probable that the economic benefits associated with
the dividend will flow to the Group and the amount of the dividend
can be measured reliably, except when the Group benefits from
such proceeds as a recovery of part of the cost of the financial asset,
in which case, such gains are recorded in other comprehensive
income. Equity investments designated at fair value through other
comprehensive income are not subject to impairment assessment.

Financial assets at fair value through profit or loss

Financial assets at fair value through profit or loss are carried in the
statement of financial position at fair value with net changes in fair
value recognised in the statement of profit or loss.

This category includes derivative instruments and equity investments
which the Group had not irrevocably elected to classify at fair
value through other comprehensive income. Dividends on equity
investments classified as financial assets at fair value through profit or
loss are also recognised as other income in the statement of profit or
loss when the right of payment has been established, it is probable
that the economic benefits associated with the dividend will flow to
the Group and the amount of the dividend can be measured reliably.

A derivative embedded in a hybrid contract, with a financial liability or
non-financial host, is separated from the host and accounted for as
a separate derivative if the economic characteristics and risks are not
closely related to the host; a separate instrument with the same terms
as the embedded derivative would meet the definition of a derivative;
and the hybrid contract is not measured at fair value through profit or
loss. Embedded derivatives are measured at fair value with changes in
fair value recognised in the statement of profit or loss. Reassessment
only occurs if there is either a change in the terms of the contract that
significantly modifies the cash flows that would otherwise be required
or a reclassification of a financial asset out of the fair value through
profit or loss category.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continued)
Investments and other financial assets (continued)
Financial assets at fair value through profit or loss (continued)

A derivative embedded within a hybrid contract containing a financial
asset host is not accounted for separately. The financial asset host
together with the embedded derivative is required to be classified in
its entirety as a financial asset at fair value through profit or loss.

Derecognition of financial assets

A financial asset (or, where applicable, a part of a financial asset or
part of a group of similar financial assets) is primarily derecognised
(i.e., removed from the Group’s consolidated statement of financial
position) when:

° the rights to receive cash flows from the asset have expired; or

° the Group has transferred its rights to receive cash flows from
the asset or has assumed an obligation to pay the received
cash flows in full without material delay to a third party under
a “pass-through” arrangement; and either (a) the Group
has transferred substantially all the risks and rewards of the
asset, or (b) the Group has neither transferred nor retained
substantially all the risks and rewards of the asset, but has
transferred control of the asset.

When the Group has transferred its rights to receive cash flows
from an asset or has entered into a pass-through arrangement,
it evaluates if, and to what extent, it has retained the risk and
rewards of ownership of the asset. When it has neither transferred
nor retained substantially all the risks and rewards of the asset nor
transferred control of the asset, the Group continues to recognise the
transferred asset to the extent of the Group’s continuing involvement.
In that case, the Group also recognises an associated liability. The
transferred asset and the associated liability are measured on a basis
that reflects the rights and obligations that the Group has retained.

Continuing involvement that takes the form of a guarantee over the
transferred asset is measured at the lower of the original carrying
amount of the asset and the maximum amount of consideration that
the Group could be required to repay.
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24 EXEHBREEGE) 2.4 SUMMARY OF SIGNIFICANT ACCOUNTING
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POLICIES (continued)

Impairment of financial assets

The Group recognises an allowance for expected credit losses
(“ECLs”) for all debt instruments not held at fair value through profit
or loss. ECLs are based on the difference between the contractual
cash flows due in accordance with the contract and all the cash flows
that the Group expects to receive, discounted at an approximation
of the original effective interest rate. The expected cash flows will
include cash flows from the sale of collateral held or other credit
enhancements that are integral to the contractual terms.

General approach

ECLs are recognised in two stages. For credit exposures for
which there has not been a significant increase in credit risk since
initial recognition, ECLs are provided for credit losses that result
from default events that are possible within the next 12 months (a
12-month ECL). For those credit exposures for which there has been
a significant increase in credit risk since initial recognition, a loss
allowance is required for credit losses expected over the remaining
life of the exposure, irrespective of the timing of the default (a lifetime
ECL).

At each reporting date, the Group assesses whether the credit risk on a
financial instrument has increased significantly since initial recognition.
When making the assessment, the Group compares the risk of a
default occurring on the financial instrument as at the reporting date
with the risk of a default occurring on the financial instrument as at the
date of initial recognition and considers reasonable and supportable
information that is available without undue cost or effort, including
historical and forward-looking information.

For debt investments at fair value through other comprehensive
income, the Group applies the low credit risk simplification. At each
reporting date, the Group evaluates whether the debt investments
are considered to have low credit risk using all reasonable and
supportable information that is available without undue cost or effort.
In making that evaluation, the Group reassesses the external credit
ratings of the debt investments.

The Group may also consider a financial asset to be in default when
internal or external information indicates that the Group is unlikely to
receive the outstanding contractual amounts in full before taking into
account any credit enhancements held by the Group.

A financial asset is written off when there is no reasonable expectation
of recovering the contractual cash flows.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Impairment of financial assets (continued)
General approach (continued)

Debt investments at fair value through other comprehensive income
and financial assets at amortised cost are subject to impairment under
the general approach and they are classified within the following
stages for measurement of ECLs except for trade receivables and
contract assets which apply the simplified approach as detailed
below.

— Financial instruments for which credit risk has not
increased significantly since initial recognition and for
which the loss allowance is measured at an amount
equal to 12-month ECLs

Stage 1

Stage 2 - Financial instruments for which credit risk has increased
significantly since initial recognition but that are not
credit-impaired financial assets and for which the loss
allowance is measured at an amount equal to lifetime
ECLs

Stage 3 - Financial assets that are credit-impaired at the reporting
date (but that are not purchased or originated credit-
impaired) and for which the loss allowance is measured
at an amount equal to lifetime ECLs

Simplified approach

For trade receivables that do not contain a significant financing
component or when the Group applies the practical expedient of
not adjusting the effect of a significant financing component, the
Group applies the simplified approach in calculating ECLs. Under the
simplified approach, the Group does not track changes in credit risk,
but instead recognises a loss allowance based on lifetime ECLs at
each reporting date. The Group has established a provision matrix
that is based on its historical credit loss experience, adjusted for
forward-looking factors specific to the debtors and the economic
environment.

For trade receivables that contain a significant financing component
and lease receivables, the Group chooses as its accounting policy
to adopt the simplified approach in calculating ECLs with policies as
described above.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Financial liabilities
Initial recognition and measurement

Financial liabilities are classified, at initial recognition, as loans and
borrowings, payables as appropriate.

All financial liabilities are recognised initially at fair value and, in the
case of loans and borrowings and payables, net of directly attributable
transaction costs.

Subsequent measurement

The subsequent measurement of financial liabilities depends on their
classification as follows:

Financial liabilities at amortised cost (loans and borrowings)

After initial recognition, interest-bearing loans and borrowings are
subsequently measured at amortised cost, using the effective interest
rate method unless the effect of discounting would be immaterial, in
which case they are stated at cost. Gains and losses are recognised
in the statement of profit or loss when the liabilities are derecognised as
well as through the effective interest rate amortisation process.

Amortised cost is calculated by taking into account any discount or
premium on acquisition and fees or costs that are an integral part of
the effective interest rate. The effective interest rate amortisation is
included in finance costs in the statement of profit or loss.

Derecognition of financial liabilities

A financial liability is derecognised when the obligation under the
liability is discharged or cancelled, or expires.

When an existing financial liability is replaced by another from the same
lender on substantially different terms, or the terms of an existing liability
are substantially modified, such an exchange or modification is treated
as a derecognition of the original liability and a recognition of a new
liability, and the difference between the respective carrying amounts is
recognised in the statement of profit or loss.

Offsetting of financial instruments

Financial assets and financial liabilities are offset and the net amount
is reported in the statement of financial position if there is a currently
enforceable legal right to offset the recognised amounts and there is
an intention to settle on a net basis, or to realise the assets and settle
the liabilities simultaneously.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Financial instruments classified as equity

Financial instruments issued by the Group are classified as equity
instruments when all the following conditions have been met:

° The financial instruments have no contractual obligation to
pay cash or other financial assets to others, nor to exchange
financial assets or liabilities with others under potential
unfavourable circumstances;

° The financial instruments will or may be settled in the Group’s
own equity instruments: if the financial instrument is non-
derivative, it should not have the contractual obligation to be
settled by the Group delivering a variable number of its own
equity instruments; if the financial instrument is derivative, it
should solely be settled by the Group delivering a fixed number
of its own equity instruments in exchange for a fixed amount of
cash or other financial assets.

Financial instruments classified as equity instruments are recognised
initially at fair value, net of transaction costs incurred.

Inventories

Inventories are stated at the lower of cost and net realisable value.
Cost is determined on a weighted average method and, in the case
of work in progress and finished goods, comprises direct materials,
direct labour and an appropriate proportion of overheads. Net
realisable value is based on estimated selling prices less any estimated
costs to be incurred to completion and disposal.

Cash and cash equivalents

For the purpose of the consolidated statement of cash flows, cash
and cash equivalents comprise cash on hand and demand deposits,
and short term highly liquid investments that are readily convertible
into known amounts of cash, are subject to an insignificant risk of
changes in value, and have a short maturity of generally within three
months when acquired, less bank overdrafts which are repayable on
demand and form an integral part of the Group’s cash management.

For the purpose of the consolidated statement of financial position,
cash and cash equivalents comprise cash on hand and at banks,
including term deposits, and assets similar in nature to cash, which
are not restricted as to use.

Provisions

A provision is recognised when a present obligation (legal or
constructive) has arisen as a result of a past event and it is probable
that a future outflow of resources will be required to settle the
obligation, provided that a reliable estimate can be made of the
amount of the obligation.
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24

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Provisions (continued)

When the effect of discounting is material, the amount recognised
for a provision is the present value at the end of the reporting period
of the future expenditures expected to be required to settle the
obligation. The increase in the discounted present value amount
arising from the passage of time is included in finance costs in the
statement of profit or loss.

A contingent liability recognised in a business combination is initially
measured at its fair value. Subsequently, it is measured at the higher
of (i) the amount that would be recognised in accordance with
the general policy for provisions above; and (i) the amount initially
recognised less, when appropriate, the amount of income recognised
in accordance with the policy for revenue recognition.

Income tax

Income tax comprises current and deferred tax. Income tax relating to
items recognised outside profit or loss is recognised outside profit or
loss, either in other comprehensive income or directly in equity.

Current tax assets and liabilities are measured at the amount
expected to be recovered from or paid to the taxation authorities,
based on tax rates (and tax laws) that have been enacted or
substantively enacted by the end of the reporting period, taking into
consideration interpretations and practices prevailing in the countries
in which the Group operates.

Deferred tax is provided, using the liability method, on all temporary
differences at the end of the reporting period between the tax bases
of assets and liabilities and their carrying amounts for financial
reporting purposes.

Deferred tax liabilities are recognised for all taxable temporary
differences, except:

° when the deferred tax liability arises from the initial recognition
of goodwill or an asset or liability in a transaction that is not
a business combination and, at the time of the transaction,
affects neither the accounting profit nor taxable profit or loss;
and

o in respect of taxable temporary differences associated with
investments in subsidiaries, associates and joint ventures, when
the timing of the reversal of the temporary differences can be
controlled and it is probable that the temporary differences will
not reverse in the foreseeable future.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continued)
Income tax (continued)

Deferred tax assets are recognised for all deductible temporary
differences, and the carryforward of unused tax credits and any
unused tax losses. Deferred tax assets are recognised to the extent
that it is probable that taxable profit will be available against which the
deductible temporary differences, and the carryforward of unused tax
credits and unused tax losses can be utilised, except:

o when the deferred tax asset relating to the deductible temporary
differences arises from the initial recognition of an asset or
liability in a transaction that is not a business combination and,
at the time of the transaction, affects neither the accounting
profit nor taxable profit or loss; and

o in respect of deductible temporary differences associated with
investments in subsidiaries, associates and joint ventures,
deferred tax assets are only recognised to the extent that it
is probable that the temporary differences will reverse in the
foreseeable future and taxable profit will be available against
which the temporary differences can be utilised.

The carrying amount of deferred tax assets is reviewed at the end of
each reporting period and reduced to the extent that it is no longer
probable that sufficient taxable profit will be available to allow all or
part of the deferred tax asset to be utilised. Unrecognised deferred
tax assets are reassessed at the end of each reporting period and are
recognised to the extent that it has become probable that sufficient
taxable profit will be available to allow all or part of the deferred tax
asset to be recovered.

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

Deferred tax assets and deferred tax liabilities are offset if and only if
the Group has a legally enforceable right to set off current tax assets
and current tax liabilities and the deferred tax assets and deferred tax
liabilities relate to income taxes levied by the same taxation authority
on either the same taxable entity or different taxable entities which
intend either to settle current tax liabilities and assets on a net basis,
or to realise the assets and settle the liabilities simultaneously, in each
future period in which significant amounts of deferred tax liabilities or
assets are expected to be settled or recovered.
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POLICIES (continued)
Government grants

Government grants are recognised at their fair value where there is
reasonable assurance that the grant will be received and all attaching
conditions will be complied with. When the grant relates to an
expense item, it is recognised as income on a systematic basis over
the periods that the costs, for which it is intended to compensate, are
expensed.

Where the grant relates to an asset, the fair value is credited to a
deferred income account and is released to the statement of profit
or loss over the expected useful life of the relevant asset by equal
annual instalments or deducted from the carrying amount of the asset
and released to the statement of profit or loss by way of a reduced
depreciation charge.

Where the Group receives grants of non-monetary assets, the
grants are recorded at the fair value of the non-monetary assets and
released to the statement of profit or loss over the expected useful
lives of the relevant assets by equal annual instalments.

Where the Group receives government loans granted with no or at a
below-market rate of interest for the construction of a qualifying asset,
the initial carrying amount of the government loans is determined
using the effective interest rate method, as further explained in the
accounting policy for “Financial liabilities” above. The benefit of the
government loans granted with no or at a below-market rate of
interest, which is the difference between the initial carrying value of
the loans and the proceeds received, is treated as a government
grant and released to the statement of profit or loss over the expected
useful life of the relevant asset by equal annual instalments.

Revenue recognition
Revenue from contracts with customers

Revenue from contracts with customers is recognised when control
of goods or services is transferred to the customers at an amount that
reflects the consideration to which the Group expects to be entitled in
exchange for those goods or services.

When the consideration in a contract includes a variable amount,
the amount of consideration is estimated to which the Group will
be entitled in exchange for transferring the goods or services to
the customer. The variable consideration is estimated at contract
inception and constrained until it is highly probable that a significant
revenue reversal in the amount of cumulative revenue recognised
will not occur when the associated uncertainty with the variable
consideration is subsequently resolved.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continued)
Revenue recognition (continued)
Revenue from contracts with customers (continued)

When the contract contains a financing component which provides
the customer with a significant benefit of financing the transfer of
goods or services to the customer for more than one year, revenue is
measured at the present value of the amount receivable, discounted
using the discount rate that would be reflected in a separate financing
transaction between the Group and the customer at contract
inception. When the contract contains a financing component which
provides the Group with a significant financial benefit for more than
one year, revenue recognised under the contract includes the interest
expense accreted on the contract liability under the effective interest
method. For a contract where the period between the payment by
the customer and the transfer of the promised goods or services is
one year or less, the transaction price is not adjusted for the effects
of a significant financing component, using the practical expedient in
HKFRS 15.

Sale of pharmaceutical products

Revenue from the sale of pharmaceutical products is recognised
at the point in time when control of the asset is transferred to the
customer.

Some contracts for the sale of pharmaceutical products provide
customers with rights of return and volume rebates, give rise to
variable consideration.

(i) Rights of return

For contracts which provide a customer with a right to return
the goods within a specified period, the expected value method
is used to estimate the goods that will not be returned because
this method best predicts the amount of variable consideration
to which the Group will be entitled. The requirements in
HKFRS 15 on constraining estimates of variable consideration
are applied in order to determine the amount of variable
consideration that can be included in the transaction price. For
goods that are expected to be returned, instead of revenue,
a refund liability is recognised. A right-of-return asset (and the
corresponding adjustment to cost of sales) is also recognised
for the right to recover products from a customer.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continued)

Revenue recognition (continued)

Revenue from contracts with customers (continued)
Sale of pharmaceutical products (continued)

(i) Volume rebates

Retrospective volume rebates may be provided to certain
customers once the quantity of products purchased during
the period exceeds a threshold specified in the contract.
Rebates are offset against amounts payable by the customer.
To estimate the variable consideration for the expected future
rebates, the most likely amount method is used for contracts
with a single-volume threshold and the expected value method
for contracts with more than one volume threshold. The
selected method that best predicts the amount of variable
consideration is primarily driven by the number of volume
thresholds contained in the contract. The requirements on
constraining estimates of variable consideration are applied and
a refund liability for the expected future rebates is recognised.

Revenue from other sources

Rental income is recognised on a time proportion basis over the lease
terms. Variable lease payments that do not depend on an index or a
rate are recognised as income in the accounting period in which they
are incurred.

Other income

Interest income is recognised on an accrual basis using the effective
interest method by applying the rate that exactly discounts the
estimated future cash receipts over the expected life of the financial
instrument or a shorter period, when appropriate, to the net carrying
amount of the financial asset.

Dividend income is recognised when the shareholders’ right to receive
payment has been established, it is probable that the economic
benefits associated with the dividend will flow to the Group and the
amount of the dividend can be measured reliably.

Service fee revenue is recognised over the contract period based on
the performance progress, or recognised at a point in time when the
customer obtains control of relevant services.
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T —F+—-F=+—H 31 December 2021
SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Contract assets

A contract asset is the right to consideration in exchange for goods
or services transferred to the customer. If the Group performs by
transferring goods or services to a customer before the customer
pays consideration or before payment is due, a contract asset is
recognised for the earned consideration that is conditional. Contract
assets are subject to impairment assessment, details of which are
included in the accounting policies for impairment of financial assets.

Contract liabilities

A contract liability is recognised when a payment is received or a
payment is due (whichever is earlier) from a customer before the
Group transfers the related goods or services. Contract liabilities
are recognised as revenue when the Group performs under the
contract (i.e., transfers control of the related goods or services to the
customer).

Contract costs

Other than the costs which are capitalised as inventories, property,
plant and equipment and intangible assets, costs incurred to fulfil
a contract with a customer are capitalised as an asset if all of the
following criteria are met:

(@  The costs relate directly to a contract or to an anticipated
contract that the entity can specifically identify.

(b)  The costs generate or enhance resources of the entity that will
be used in satisfying (or in continuing to satisfy) performance
obligations in the future.

(c)  The costs are expected to be recovered.

The capitalised contract costs are amortised and charged to the
statement of profit or loss on a systematic basis that is consistent
with the transfer to the customer of the goods or services to which
the asset relates. Other contract costs are expensed as incurred.

Right-of-return assets

A right-of-return asset is recognised for the right to recover the goods
expected to be returned by customers. The asset is measured at
the former carrying amount of the goods to be returned, less any
expected costs to recover the goods, and any potential decreases
in the value of the returned goods. The Group updates the
measurement of the asset recorded for any revisions to the expected
level of returns, and any additional decreases in the value of the
returned goods.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Refund liabilities

A refund liability is recognised for the obligation to refund some or all
of the consideration received (or receivable) from a customer and is
measured at the amount the Group ultimately expects it will have to
return to the customer. The Group updates its estimates of refund
liabilities (and the corresponding change in the transaction price) at
the end of each reporting period.

Share-based payments

Jiangzhong Pharmaceutical, a subsidiary of the Company operates
a restricted share incentive scheme for the purpose of providing
incentives and rewards to eligible participants who contribute to the
success of Jiangzhong Pharmaceutical’s operations. Employees
(including the directors of Jiangzhong Pharmaceutical) of Jiangzhong
Pharmaceutical receive remuneration in the form of share-based
payments, whereby employees render services as consideration for
equity instruments (“equity-settled transactions”).

The cost of equity-settled transactions with employees is measured
by reference to the fair value at the date at which they are granted.
The fair value is determined based on the market price, further details
of which are given in Note 35 to the financial statements.

The cost of equity-settled transactions is recognised in employee
benefit expense, together with a corresponding increase in equity,
over the period in which the performance and/or service conditions
are fulfilled. The cumulative expense recognised for equity-settled
transactions at the end of each reporting period until the vesting date
reflects the extent to which the vesting period has expired and the
Group’s best estimate of the number of equity instruments that will
ultimately vest. The charge or credit to the statement of profit or loss
for a period represents the movement in the cumulative expense
recognised as at the beginning and end of that period.

Service and non-market performance conditions are not taken into
account when determining the grant date fair value of awards, but
the likelihood of the conditions being met is assessed as part of the
Group’s best estimate of the number of equity instruments that will
ultimately vest. Market performance conditions are reflected within
the grant date fair value. Any other conditions attached to an award,
but without an associated service requirement, are considered to be
non-vesting conditions. Non-vesting conditions are reflected in the fair
value of an award and lead to an immediate expensing of an award
unless there are also service and/or performance conditions.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Share-based payments (continued)

For awards that do not ultimately vest because non-market
performance and/or service conditions have not been met, no
expense is recognised. Where awards include a market or non-
vesting condition, the transactions are treated as vesting irrespective
of whether the market or non-vesting condition is satisfied, provided
that all other performance and/or service conditions are satisfied.

Where the terms of an equity-settled award are modified, as a
minimum an expense is recognised as if the terms had not been
modified, if the original terms of the award are met. In addition, an
expense is recognised for any modification that increases the total fair
value of the share-based payments, or is otherwise beneficial to the
employee as measured at the date of modification.

Where an equity-settled award is cancelled, it is treated as if it
had vested on the date of cancellation, and any expense not yet
recognised for the award is recognised immediately. This includes
any award where non-vesting conditions within the control of either
the Group or the employee are not met. However, if a new award
is substituted for the cancelled award, and is designated as a
replacement award on the date that it is granted, the cancelled and
new awards are treated as if they were a modification of the original
award, as described in the previous paragraph. The dilutive effect of
outstanding restricted share is reflected as additional share dilution in
the computation of earnings per share.

Employee benefits
Pension scheme

Payments to the Mandatory Provident Fund Scheme or state-
managed retirement benefit schemes are recognised as an expense
when employees have rendered service entitling them to the
contributions.

PRC

The employees of the Group in the PRC are members of state-
managed retirement benefit schemes operated by the local
government in the PRC. The Group is required to contribute a
specified percentage of the payroll costs to the retirement benefit
schemes to fund the benefits. The only obligation of the Group with
respect to the retirement benefit schemes is to make the specified
contributions.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Employee benefits (continued)
Pension scheme (continued)
Hong Kong

The Group participates in a defined contribution scheme which is
registered under a Mandatory Provident Fund Scheme (the “MPF
Scheme”) established under the Hong Kong Mandatory Provident
Fund Schemes Ordinance in December 2000. The assets of the
schemes are held separately from those of the Group, in funds under
the control of trustees.

Termination benefits

Termination benefits are recognised at the earlier of when the Group
can no longer withdraw the offer of those benefits and when the
Group recognises restructuring costs involving the payment of
termination benefits.

Other employee benefits
Defined benefit plan

The Group operates a defined benefit pension plan which requires
contributions to be made to a separately administered fund. The
benefits are unfunded. The cost of providing benefits under the
defined benefit plan is determined using the projected unit credit
actuarial valuation method.

Remeasurements arising from defined benefit pension plans,
comprising actuarial gains and losses, the effect of the asset ceiling
(excluding amounts included in net interest on the net defined benefit
liability) and the return on plan assets (excluding amounts included
in net interest on the net defined benefit liability), are recognised
immediately in the consolidated statement of financial position
with a corresponding debit or credit to retained profits through
other comprehensive income in the period in which they occur.
Remeasurements are not reclassified to profit or loss in subsequent
periods.

Past service costs are recognised in profit or loss at the earlier of:

° the date of the plan amendment or curtaiiment; and

o the date that the Group recognises restructuring-related costs
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Other employee benefits (continued)
Defined benefit plan (continued)

Net interest is calculated by applying the discount rate to the net
defined benefit liability or asset. The Group recognises the following
changes in the net defined benefit obligation under “cost of sales” and
“administrative expenses” in the consolidated statement of profit or
loss by function:

o service costs comprising current service costs, past-service
costs, gains and losses on curtailments and non-routine
settlements

o net interest expense or income
Borrowing costs

Borrowing costs directly attributable to the acquisition, construction
or production of qualifying assets, i.e., assets that necessarily take a
substantial period of time to get ready for their intended use or sale,
are capitalised as part of the cost of those assets. The capitalisation
of such borrowing costs ceases when the assets are substantially
ready for their intended use or sale. Investment income earned on the
temporary investment of specific borrowings pending their expenditure
on qualifying assets is deducted from the borrowing costs capitalised.
All other borrowing costs are expensed in the period in which they are
incurred. Borrowing costs consist of interest and other costs that an
entity incurs in connection with the borrowing of funds.

Dividends

Final dividends are recognised as a liability when they are approved
by the shareholders in a general meeting. Proposed final dividends
are disclosed in the notes to the financial statements.

Interim dividends are simultaneously proposed and declared, because
the Company’s memorandum and articles of association grant the
directors the authority to declare interim dividends. Consequently,
interim dividends are recognised immediately as a liability when they
are proposed and declared.
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POLICIES (continued)
Foreign currencies

These financial statements are presented in Hong Kong dollars,
which is the Company’s functional currency. Each entity in the Group
determines its own functional currency and items included in the
financial statements of each entity are measured using that functional
currency. The Group measures foreign currency transactions in the
respective functional currencies of the Company and its subsidiaries.
In determining the functional currencies of the group’s entities, each
entity takes into consideration the currency that mainly influences
sales prices for goods and services; the currency of the country
whose competitive forces and regulations mainly determine the sale
prices of the entity’s goods and services; and the currency that mainly
influences labour, material and other costs of providing goods or
services; and the currency in which financing activities were made and
the currencies in which receipts from operating activities are retained.

Foreign currency transactions recorded by the entities in the Group
are initially recorded using their respective functional currency rates
prevailing at the dates of the transactions. Monetary assets and
liabilities denominated in foreign currencies are translated at the
functional currency rates of exchange ruling at the date when the
fair value was determined. Non-monetary items that are measured
in terms of historical cost in a foreign currency are not retranslated.
Differences arising on settlement or translation of monetary items are
recognised in the statement of profit or loss.

The functional currencies of certain overseas subsidiaries, joint
ventures and associates are currencies other than the Hong Kong
dollar. As at the end of the reporting period, the assets and liabilities
of these entities are translated into Hong Kong dollars at the
exchange rates prevailing at the end of the reporting period and their
statements of profit or loss are translated into Hong Kong dollars at
the exchange rates that approximate to those prevailing at the dates
of the transactions.

The resulting exchange differences are recognised in other
comprehensive income and accumulated in the exchange fluctuation
reserve. On disposal of a foreign operation, the component of other
comprehensive income relating to that particular foreign operation is
recognised in the statement of profit or loss.

For the purpose of the consolidated statement of cash flows, the cash
flows of overseas subsidiaries are translated into Hong Kong dollars
at the average exchange rate.

Goodwill and fair value adjustments on identifiable assets and liabilities
acquired arising on an acquisition of a foreign operation are treated
as assets and liabilities of that foreign operation and translated at the
rate of exchange prevailing at the end of each reporting period.
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Notes to Consolidated Financial Statements

—T-——%+-F=+—H 31 December 2021
SIGNIFICANT ACCOUNTING JUDGEMENTS AND
ESTIMATES

The preparation of the Group’s financial statements requires
management to make judgements, estimates and assumptions that
affect the reported amounts of revenues, expenses, assets and
liabilities, and their accompanying disclosures, and the disclosure
of contingent liabilities. Uncertainty about these assumptions and
estimates could result in outcomes that could require a material
adjustment to the carrying amounts of the assets or liabilities affected
in the future.

Judgements

In the process of applying the Group’s accounting policies,
management has made the following judgements, apart from those
involving estimations, which have the most significant effect on the
amounts recognised in the financial statements:

Control over Dong-E-E-Jiao

The Group has accounted for Dong-E-E-Jiao as a subsidiary of the
Group, whose shares are listed on the Shenzhen Stock Exchange.
As at 31 December 2021, the Group directly held a 9.00% (2020:
9.00%) interest in Dong-E-E-Jiao and indirectly held a further interest
in Dong-E-E-Jiao through CR Dong-E-E-Jiao, a 56.62% subsidiary
of the Company which held a 23.50% (2020: 23.50%) equity
interest in Dong-E-E-Jiao. The remaining 67.50% (2020: 67.50%)
of shareholdings of Dong-E-E-Jiao are owned by thousands of
shareholders that are unrelated to the Group. As at 31 December
2021, The Group’s equity interest in Dong-E-E-Jiao was 22.31%
(2020: 22.31%).

The directors of the Company assessed whether or not the Group
has control over Dong-E-E-Jiao based on whether the Group has
the practical ability to direct the relevant activities of Dong-E-E-Jiao
unilaterally. In making their judgement, the directors of the Company
considered the Group’s absolute size of shareholding in Dong-E-
E-Jiao and the relative size of and dispersion of the shareholdings
owned by the other shareholders and the fact that the Group has
the practical right to appoint the majority members of the board
of directors of Dong-E-E-Jiao. After assessment, the directors of
the Company concluded that the Group has a sufficient dominant
voting interest to direct the relevant activities of Dong-E-E-Jiao, and
therefore the Group has control over Dong-E-E-Jiao.
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3.

SIGNIFICANT ACCOUNTING JUDGEMENTS AND
ESTIMATES (continued)

Judgements (continued)
Control over Boya Bio-pharmaceutical

The Group has accounted for Boya Bio-pharmaceutical as a
subsidiary of the Group, whose shares are listed on the Shenzhen
Stock Exchange. As at 31 December 2021, the Group directly held a
28.86% equity interest in Boya Bio-pharmaceutical and held a further
11.15% voting interest in Boya Bio-pharmaceutical by the entrustment
of voting rights of one shareholder. The Group’s total voting interest
in Boya Bio-pharmaceutical was 40.01%. The remaining 59.99% of
voting interest of Boya Bio-pharmaceutical are owned by thousands
of shareholders.

The directors of the Company assessed whether or not the Group has
control over Boya Bio-pharmaceutical based on whether the Group
has the practical ability to direct the relevant activities of Boya Bio-
pharmaceutical unilaterally. In making their judgement, the directors of
the Company considered the Group’s absolute size of shareholding in
Boya Bio-pharmaceutical and the relative size of and dispersion of the
shareholdings owned by the other shareholders and the fact that the
Group has the practical right to appoint the majority members of the
board of directors of Boya Bio-pharmaceutical. After assessment the
directors of the Company concluded that the Group has a sufficient
dominant voting interest to direct the relevant activities of Boya Bio-
pharmaceutical, and therefore the Group has control over Boya Bio-
pharmaceutical.

Deferred tax on investment properties

For the purpose of measuring deferred tax arising from investment
properties that are measured using the fair value model, the
directors of the Company have reviewed the Group’s investment
property portfolios and concluded that the Group’s investment
properties are held under a business model whose objective to
consume substantially all of the economic benefits is embodied in
the investment properties over time. Therefore, in determining the
Group’s deferred tax on investment properties, the directors of the
Company have determined that the presumption that the carrying
amounts of investment properties measured using the fair value
model are recovered entirely through sale is rebutted.

As a result, the Group has recognised deferred tax on changes in
fair value of investment properties on the basis that the deferred tax
reflects the tax consequences that will follow from the manner in
which the Group expects at the end of the reporting period to recover
the carrying amount of the investment properties.
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—E-—F+=-F=+—H 31 December 2021
SIGNIFICANT ACCOUNTING JUDGEMENTS AND
ESTIMATES (continued)

Judgements (continued)
Property lease classification- Group as lessor

The Group has entered into commercial property leases on its
investment property portfolio. The Group has determined, based on
an evaluation of the terms and conditions of the arrangements, such
as the lease term not constituting a major part of the economic life
of the commercial property and the present value of the minimum
lease payments not amounting to substantially all the fair value of the
commercial property, that it retains substantially all the significant risks
and rewards of incidental to ownership of these properties which are
leased out on and accounts for the contracts as operating leases.

Significant judgement in determining the lease term of
contracts with renewal options

The Group has several lease contracts that include extension and
termination options. The Group applies judgement in evaluating
whether or not to exercise the option to renew or terminate the lease.
That is, it considers all relevant factors that create an economic
incentive for it to exercise either the renewal or termination. After the
commencement date, the Group reassesses the lease term if there is
a significant event or change in circumstances that is within its control
and affects its ability to exercise or not to exercise the option to renew
or to terminate the lease (e.g., construction of significant leasehold
improvements or significant customisation to the leased asset).

The Group includes the renewal period as part of the lease term for
leases of property/warehouses due to the significance of these assets
to its operations. These leases have a short non-cancellable period
(i.e., three to five years) and there will be a significant negative effect
on production if a replacement is not readily available.

Estimation uncertainty

The key assumptions concerning the future and other key sources of
estimation uncertainty at the end of the reporting period, that have
a significant risk of causing a material adjustment to the carrying
amounts of assets and liabilities within the next financial year, are
described below.
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3.

SIGNIFICANT ACCOUNTING JUDGEMENTS AND
ESTIMATES (continued)

Estimation uncertainty (continued)
Impairment of property, plant and equipment

The Group assesses annually whether property, plant and equipment
have any indication of impairment, in accordance with the relevant
accounting policies. The recoverable amounts of property, plant and
equipment have been determined based on the higher of the fair value
less cost of disposal and value in use calculations. These calculations
and valuations require the use of judgement and estimates on future
operating cash flows and discount rates adopted. In case where the
recoverable amounts of property, plant and equipment assessed are
higher or less than expected, a material reversal or recognition of
impairment of property, plant and equipment may arise, which would
be recognised in profit or loss in the period in which such recognition
takes place.

Impairment of goodwill and intangible assets

At the end of each reporting period the Group reviews the carrying
amounts of its intangible assets with finite useful lives to determine
whether there is any indication that those assets have suffered
an impairment loss. If any such indication exists, the recoverable
amount of the asset is estimated in order to determine the extent of
the impairment loss (if any). When it is not possible to estimate the
recoverable amount of an individual asset, the Group estimates the
recoverable amount of the cash-generated unit to which the asset
belongs.

When determining whether goodwill and intangible assets with
indefinite useful lives are impaired, the Group requires an estimation
of the recoverable amount of the cash-generating units to which
goodwill and intangible assets have been allocated, which is the
higher of the value in use or fair value less costs of disposal. The
value in use calculation requires the Group to estimate the future
cash flows expected to arise from the cash-generating unit and a
suitable discount rate in order to calculate the present value. Where
the actual future cash flows are less than expected, or change in facts
and circumstances which results in downward revision of future cash
flows, a material impairment loss/further impairment loss may arise.
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SIGNIFICANT ACCOUNTING JUDGEMENTS AND
ESTIMATES (continued)

Estimation uncertainty (continued)

Impairment of non-financial assets (other than goodwill and
intangible assets)

The Group assesses whether there are any indicators of impairment
for all non-financial assets (including the right-of-use assets) at the
end of each reporting period. Other non-financial assets are tested
for impairment when there are indicators that the carrying amounts
may not be recoverable. An impairment exists when the carrying
value of an asset or a cash-generating unit exceeds its recoverable
amount, which is the higher of its fair value less costs of disposal
and its value in use. The calculation of the fair value less costs of
disposal is based on available data from binding sales transactions
in an arm’s length transaction of similar assets or observable market
prices less incremental costs for disposing of the asset. When value
in use calculations are undertaken, management must estimate the
expected future cash flows from the asset or cash-generating unit
and choose a suitable discount rate in order to calculate the present
value of those cash flows.

Provision for expected credit losses on trade receivables

The Group uses a provision matrix to calculate ECLs for trade
receivables. The provision rates are based on the ageing of trade
receivables for groupings of various customer segments that have
similar loss patterns (i.e., by geography, product type, customer type
and rating, and coverage by letters of credit and other forms of credit
insurance).

The provision matrix is initially based on the Group’s historical
observed default rates. The Group will calibrate the matrix to adjust
the historical credit loss experience with forward-looking information.
For instance, if forecast economic conditions (i.e., gross domestic
product) are expected to deteriorate over the next year which can
lead to an increased number of defaults, the historical default rates
are adjusted. At each reporting date, the historical observed default
rates are updated and changes in the forward-looking estimates are
analysed.

The assessment of the correlation among historical observed default
rates, forecast economic conditions and ECLs is a significant estimate.
The amount of ECLs is sensitive to changes in circumstances and
forecast economic conditions. The Group’s historical credit loss
experience and forecast of economic conditions may also not be
representative of a customer’s actual default in the future. The
information about the ECLs on the Group’s trade receivables is
disclosed in Note 25 to the financial statements.
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3.

SIGNIFICANT ACCOUNTING JUDGEMENTS AND
ESTIMATES (continued)

Estimation uncertainty (continued)
Leases - Estimating the incremental borrowing rate

The Group cannot readily determine the interest rate implicit in a
lease, and therefore, it uses an incremental borrowing rate (“IBR”)
to measure lease liabilities. The IBR is the rate of interest that the
Group would have to pay to borrow over a similar term, and with a
similar security, the funds necessary to obtain an asset of a similar
value to the right-of-use asset in a similar economic environment. The
IBR therefore reflects what the Group “would have to pay”, which
requires estimation when no observable rates are available (such as
for subsidiaries that do not enter into financing transactions) or when
it needs to be adjusted to reflect the terms and conditions of the
lease (for example, when leases are not in the subsidiary’s functional
currency). The Group estimates the IBR using observable inputs
(such as market interest rates) when available and is required to make
certain entity-specific estimates (such as the subsidiary’s stand-alone
credit rating).

Impairment of interests in associates

The carrying amount of interests in associates is reviewed for
impairment in accordance with HKAS 36 whenever certain events or
changes in circumstances indicate that the carrying amount may not
be recoverable. The Group determines the recoverable amount which
is the higher of value in use and fair value less costs of disposal. The
value in use is based on the estimations of future expected cash
flows from the associates and a suitable discount rate. Where the
actual future cash flows are less than or more than expected, or
there are favourable or unfavourable events and changes in facts and
circumstances which result in revision of future estimated cash flows,
a material impairment loss may arise or reverse.

Allowance for inventories

The Group makes allowance for inventories based on an assessment
of the net realisable value of inventories. Allowances are applied to
inventories where events or changes in circumstances indicate that
the net realisable value is lower than the cost of inventories. The
identification of obsolete inventories requires the use of judgement
and estimates on the conditions and usefulness of the inventories.
In cases where the net realisable value of inventories assessed are
less than expected, a material recognition of allowance for inventories
may arise, which would be recognised in profit or loss in the period in
which such recognition takes place.
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—T-——%+-F=+—H 31 December 2021
SIGNIFICANT ACCOUNTING JUDGEMENTS AND
ESTIMATES (continued)

Estimation uncertainty (continued)
Deferred tax assets

As at 31 December 2021, deferred tax assets of HK$1,309,559,000
(2020: HK$969,852,000), in relation to unused tax losses and
deductible temporary differences have been recognised in the
Group’s consolidated statement of financial position. The realisability
of the deferred tax asset mainly depends on whether sufficient future
profits or taxable temporary differences will be available in the future.
In cases where the taxable future profits generated are less or more
than expected, or change in facts and circumstances which results
in revision of future taxable profits estimation, a material reversal or
further recognition of deferred tax assets may arise, which would be
recognised in profit or loss for the period in which such a reversal or
further recognition takes place.

Development costs

Development costs are capitalised in accordance with the accounting
policy for research and development costs in Note 2.4 to the financial
statements. Determining the amounts to be capitalised requires
management to make assumptions regarding the expected future
cash generation of the assets, discount rates to be applied and the
expected period of benefits.

SEGMENT INFORMATION

Management has determined the operating segments based on the
reports reviewed by the board of directors that are used to make
strategic decisions. The board of directors of the Company, being
the chief operating decision maker (“CODM?”), considers resource
allocation and assesses segment performance from a different
business type perspective.
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SEGMENT INFORMATION (continued)

Specifically, the Group has four reportable segments as follows:

(@  Pharmaceutical manufacturing business (Manufacturing
segment) — research and development, manufacture and sale
of a broad range of pharmaceutical and healthcare products

(b)  Pharmaceutical distribution business (Distribution segment)
— distribution, warehousing, logistics, and other value-added
pharmaceutical supply chain solutions and related services to
pharmaceutical/medical devices manufacturers and dispensers,
such as hospitals, distributors and retail pharmacies

(c)  Pharmaceutical retail business (Retail segment) — operation of
retailing of pharmacy stores

(d)  Other business operations (Others) — property holding

No operating segments have been aggregated to derive the
reportable segments of the Group.

Inter-segment sales are conducted at prices and terms mutually
agreed amongst those operating segments, with reference to the
selling prices used for sales made to third parties at the then prevailing
market prices.

The board of directors assesses the performance of the operating
segments based on a measure of revenue and segment results.

Segment results represent the profit earned by each segment without
allocation of other income, other gains and losses, administrative
expenses, other expenses, share of results of associates and joint
ventures, finance income and non-leased-related finance costs. This
is the measure reported to the CODM for the purposes of resource
allocation and performance assessment.

For the purposes of monitoring segment performance and allocating
resources between segments:

° all assets (including investments in subsidiaries and the
amounts due from group entities within the Group) are allocated
to reportable segment assets other than deferred tax assets
and tax recoverable; and

° all liabilities (including the amounts due to group entities within
the Group) are allocated to reportable segment liabilities other
than tax payable, deferred tax liabilities, short-term debentures,
bank borrowings, bonds payable and other non-current
liabilities.
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SEEHE () 4. SEGMENT INFORMATION (continued)

SRR EE Segment revenue and results

AR IR AT RS REERN D HE AL E The following is an analysis of the Group’s revenue and results by
W BB DA - reportable and operating segment:
BE_E2_—F+-A=t+—HLEE Year ended 31 December 2021

HERE SRR TEA Hth

Manufacturing  Distribution Retail
segment segment segment Others
EWTT EBTT AT EWTT EBTrT
HK$'000 HK$000 HK$'000 HK$000 HK$'000

SR Segment revenue
INEPIHE External sales 35,179,359 193,857,670 7,605,204 163,936 236,806,169
HEEEE Inter-segment sales 3,435,090 5,267,728 - = 8,702,818
38,614,449 199,125,398 7,605,204 163,936 245,508,987

Ha Elimination:
B EPRHE Elimination of inter-segment sales (8,702,818)
AEbE Segment revenue 236,806,169
LR Segment results 9,715,824 8,048,715 (52,289) 68,788 17,781,038
Hi A Hzt6) Other income (Note 6) 1,517,148
Hiplas REE#Z7)  Other gains and losses (Note 7) (1,275,010)
BIEGE Administrative expenses (6,236,259)
Hihx Other expenses (1,745,278)
BEWAHZ28) Finance income (Note 8) 729,329
BERAK Finance costs (other than interest

(TeEHgaENs) on lease liabilities) (2,676,133)
DEENRIRAELE  Share of profits of associates

il and joint ventures 313,597
BREEATE R Profit before tax 8,408,432
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4. DEHEHEGE) 4. SEGMENT INFORMATION (continued)
YRR EEAE) Segment revenue and results (continued)
BE_Z-THF+_A=1T—HILFE Year ended 31 December 2020

BE A DN TEDT Hit

Manufacturing Distribution
segment segment Others
JEEFT BT JBEFT BT BT
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000

SR Segment revenue
INEVIHE External sales 29,289,589 164,440,511 6,466,933 225,990 200,423,023
HEPEHE Inter-segment sales 2,917,216 4,391,558 = = 7,308,774
32,206,805 168,832,069 6,466,933 225990 207,731,797

H - Elimination:
HHAHREHE Elimination of inter-segment sales (7,308,774)
DEE Segment revenue 200,423,023
SWEE Segment results 8,103,756 7,930,795 (14,412) 149532 16,169,671
EA Hzt6) Other income (Note 6) 1,504,420
HEib R EE(#Z7)  Other gains and losses (Note 7) (1,511,033)
THEX Administrative expenses (5,564,495)
HihH% Other expenses (1,347,144)
BEWA WS Finance income (Note &) 675,765
BEMKK Finance costs (other than interest

(TEEEEREMNSE)  onlease liabilties) (3,058,528)
DIEHENRRAELE  Share of profits of associates

il and joint ventures 206,852
BRBL A Profit before tax 7,075,508
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SEGMENT INFORMATION (continued)
Segment assets and liabilities

The following is an analysis of the Group’s assets and liabilities by
reportable and operating segments:

31 December 2021

REsm M SEAN iy it ]

Manufacturing Distribution Retail
segment segment segment Others Elimination
ERTT ERTT ERTT ERTT ERTT ERTT
HK$'000 HK$000 HK$000 HK$000 HK$000 HK$000

APEE Segment asses
EEREEE W25 Deferred tax assets Voia 1)
ARERE Tax recoverable

BERE Total assets

PPaE Segment liabilties
AORAE Unallocated liabiltes
BEEE Totalfabilties

93869350 141,302,210 3560167 11,001,839 (2633885 247,099,690
1,300,559
153,061

248,562,310

18,524,776 72,154,624 3,507,821 12,528,598 (12,118,143) 94,597,676
58,960,368

153,578,044

—ET-TF+-A=+—H

31 December 2020

gEAE S8 BEAM o T

Manufacturing Distrioution Retal
Segment Segment segment Others Elimination
BETT BETT BRI BETT BETT BETT
HK$000 HK$000 HK$000 HK$000 HK$000 HK$ 000

HHEE Segment assets
ERREEE M2 Deferred tax assets Noie 37)
ARERE Tax recoverable

LEEE Total assets

AHERE Segment liabiltes
APMER Unallocated liabilties
El Total liabiities

71,261,484 124,903,686 3,185,683 11,995,875 (2,988,465 208,358,163
969,852
43745

209,371,760

15,906,381 66,962,825 3,139,307 12,804,461 (15,084,563) 83,837,411
45,504,906

129,342,316
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4. SDEBEEGE) 4. SEGMENT INFORMATION (continued)
Htt o> EpEH Other segment information
8§F_ZT_—F+_A=+—HILEE Year ended 31 December 2021

RESD SBHB SESM

Manufacturing  Distribution Retail
segment segment segment
YT BYTT YT EBTFT EBTT
HK$°000 HK$’000 HK$°000 HK$’000 HK$°000

HAHESBEEMKE : Amounts included in the

measurement of segment

results:
ME  WRENREE  Depreciation of property, plant and

equipment 1,016,662 315,110 29,260 534 1,361,566
FRELENE Depreciation of right-of-use assets 118,739 218,251 172,228 = 509,218
EBREESH Amortisation of intangible assets 114,985 145,229 - - 260,214

THREFEFLAFESEE  Amounts regularly provided to
MAHAERIMER  the board of directors of the
EANEENTE Company but not included in

the measurement of segment
results or segment assets:

BEAMELAEEZT  Gainarising on change in fair value

FIEER of investment properties - - - 18,920 18,920
HESHREMBEKTIE  Impaiment recognised on trade
ERRRE  FE and other receivables,net 72,654 481,336 2,844 102 556,936
BEEREFERE Allowance for slow-moving and
obsolete inventories 485,571 13,299 - - 498,870
WOE - BERRE Impairment recognised on property,

RERE plant and equipment 138,405 867 16 - 139,288
HEERERNAE Impairment recognised on goodwill 123,554 198 - - 123,752
REFBERRORME  Impaiment recognised on

intangible assets - 663 - - 663
SEREEERROME  Impairment recognised on

right-of-use assets 18,812 - 1,841 - 20,653
W BMERREFTE  *Depreciation of property,

plant and equipment 210,519 171,991 2,559 3,525 388,594
ERESENE *Depreciation of right-of-

use assets 43,064 158,373 1,281 7,195 209,913
B EESH *Amortisation of intangible assets 85,668 6,717 - - 92,385
*BRRX *Capital expenditure 2,361,917 731,634 104,604 15,027 3,213,182
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DEEE (18 4. SEGMENT INFORMATION (continued)
Htt o EEE ) Other segment information (continued)
HE-_Z-_ZFTF+-_HA=+—H Year ended 31 December 2020

2ESY  AEAB

Manufacturing Distribution

segment segment
JEEFT BT EEFT JEEFT BT
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000

HAHESBEEMKTE : Amounts included in the

measurement of segment

results:
ME  WRENREE  Depreciation of property, plant and

equipment 922,866 199,084 30,967 708 1,153,620
EREEENE Depreciation of right-of-use assets 128,884 283,349 154,304 - 566,537
EBREESH Amortisation of intangible assets 58,687 111,793 = = 170,480

THREFFLARESZEM Amounts regularly provided to
FEHAHESIRHHAS  the board of directors of the
HEENRE Company but not included in

the measurement of segment
results or segment assets:

BAMELAEBZHE Gain arising on change in fair value

ER of investment properties - - = 4,559 4,559
HE 5 R EMERFERZ Impairment recognised on trade and

KRE 38 other receivables,net 281,659 565,855 2,844 70 850,428
HERFETERE Allowance for slow-moving and

obsolete inventories 263,203 41,069 - - 304,272
FME - BE LA BB Impairment recognised on property,

RE plant and equipment 5,385 1,597 1,400 - 8,382
M BERNRE Impairment recognised on goodwill 245532 342,610 = = 588,142
HEFVEEWEDORE  Impaiment recognised on intangible

assets 5,925 71,132 = - 77,067
SHEREEERZMRME  Impairment recognised on right-of-
use assets - - 9,406 - 9,406
“WE  MERRIETE  *Depreciation of property, plant and
equipment 176,172 165,062 2,866 3,212 347,312
‘RAREBENE *Depreciation of right-of-use assets 39,264 86,064 4,187 4,257 133,772
‘B EERE *Amortisation of intangible assets 66,254 6,057 21 = 72,332
“ERREX *“Capital expenditure 1,875,085 735,828 131,054 16,918 2,758,885
* THEI S GBI (EHERETE W - * Depreciation of right-of-use assets, depreciation of property, plant
RS R 1T B o FR T B R o and equipment and amortisation of intangible assets are included in
administrative expenses.
L BAE T BIEYE  BERFZE KA - Capital expenditure consists of additions to property, plant and
Y% HESERBEFEE(TE1E equipment, investment properties, right-of-use assets and intangible
WG BT B 1 Tl B EE A2 ) B I8 AN » assets excluding assets from acquisition of subsidiaries.
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4. SBEHEE) 4.
W E
(a) FEIBEFMMR

SEGMENT INFORMATION (continued)

Geographical information

(a) Revenue from external customers

2021 2020

B¥Tr BT

HK$’000 HK$'000

AR i Mainland China 236,177,389 199,760,472
BB Hong Kong 628,780 662,551
236,806,169 200,423,023

P EEHNDERTPME
Hh o

(b) HHEBHEHFHFTHEE
AEBMEETZURTE - &
EFE2HREEMEZDHIER
BEEDUNPE -

FREEEFRHEH

NS e N S IRl 0B Gy P RN
SERUEN10% °

The revenue information above is based on the locations of the
customers.

(b) Non-current assets by geographical location
The Group’s operations are mainly located in the PRC and
substantially all non-current assets are located in the PRC by
location of assets.

Information about major customers

No revenue from customers in each reporting period individually
amounted to over 10% of the total revenue of the Group.

5. k& 5. REVENUE
WEs AT An analysis of revenue is as follows:
2021 2020
BETFIT BT
HK$’000 HK$’000
REREFA KNS Revenue from contracts with customers
BEHEMEE Sale of pharmaceutical products 236,609,142 200,282,820
R 8 E A SRR U Es Revenue from other sources
REREYEKEHER Gross rental income from investment property
el A LB operating leases:
HERK - B Lease payments, including fixed payments
B E 3K 197,027 140,203
236,806,169 200,423,023
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(i)

PH R EH (M)

BE_E_—+-A=t+—8H
LESFE

REsm

Manufacturing

REMBRRME

Notes to Consolidated Financial Statements

—ZET-—F+-H=+—H 31 December 2021

REVENUE (continued)
Revenue from contracts with customers
Disaggregated revenue information

For the year ended 31 December 2021

M SEAN iy it ]

Distribution Retail

segment segment segment Others Elimination
BYFT BYFT BYFT BYFT BYFT BYFT
HK$000 HKS'000 HK$000 HK$'000 HK$'000 HK$'000
ey Etalse Timing of revenue recogntion
REERES At apoint in time 38556,652 199,066,681 7,506,221 90,406 (8,702818) 236,609,142
REREANNUELE  Total revenue from contracts with
customers 38556,052 199,066,681 7,506,221 90,406 (8702818 236,609,142

BEz—_Z-_ZTF+-_A=+—H

For the year ended 31 December 2020

LFEFE
- i i
Manufacturing Distrioution
segment segment Others Elmination
Vi ava Vi ava Vi ava BEFT BEFT BEFT
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
eyt Timing of revenue recognition
REERREE Atapoint in time 32,166,733 168,798,651 6,458,565 167,645 (7.308,774) 200,282,820
REZFANRMEEE  Total revenue fom contracts with
customers 32,166,733 168,798,651 6,458,565 167,645 (7.308,774) 200,282,820

TREIIN AR E B ER A G
AREHVNaHEBENKES

The following table shows the amounts of revenue recognised
in the current reporting period that were included in the contract

- liabilities at the beginning of the reporting period:

2021 2020

BETIT EETFT
HK$°000 HK$'000
DHERHET AREHH  Revenue recognised that was included in
EHBEENKE - contract liabilities at the beginning of the
reporting period:
EmiHE Sale of goods 2,477,763 1,651,904
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5. KRR #) 5. REVENUE (continued)
REER SIS (F) Revenue from contracts with customers (continued)
(i) BEITEE (i)  Performance obligations
ARAEEEITEEHER B Information about the Group’s performance obligations is
LU summarised below:
BHEmHE Sale of pharmaceutical products
ARBEHEEMNIEE  WERE For sale of pharmaceutical products, revenue is recognised
E’JTW%J%E BT LAMER o R when control of the goods has been transferred. The trading
%ﬁ%i}f' MBTETFRIBIN - terms with its customers are mainly on credit, except for new
E A @ﬁZéﬂ%ﬂ%i’(i%%ﬁ customers, where payment in advance is normally required.
BERR - BHENARFIRMEE Some contracts provide customers with a right of return and
HEABEDN  HBHHHRZ volume rebates which give rise to variable consideration subject
PR 51 1 T8 Y AT AR AE o to constraint.
6. HfilkA 6. OTHER INCOME
2021 2020
B¥TiT BT T
HK$’000 HK$'000
PR EHA Service fee income 608,619 631,805
BT B Government grants 564,986 621,071
BT A A ABRE Y Covid-19-related rent concessions from
MeREH7E17(c) lessors (Note 17(c)) 17,457 18,087
MESHAF1710) Remeasurement of lease (Note 17 (c)) 706 14,517
A% BUA Dividend income 2,217 4,412
HESWA Compensation income 83,020 4,040
Hit Others 240,143 210,488
1,517,148 1,504,420
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Httk & KSR 7. OTHER GAINS AND LOSSES
Bt s BT BT
Notes HK$’000 HK$'000
HE GEEHBAR] Gain on disposal/deregistration of
ol 6 subsidiaries 3,174 27,436
HE FEHEAE %M Gain on disposal/deregistration of
Weas joint ventures - 11,120
HEME - BEK& Gain/(loss) on disposal of items of
B0 6 property, plant and equipment, net
(B518) » %% 6,439 (45,281)
EERAAEETA Expenses relating to derecognition of
Hih2mErT=1 trade and bills receivable measured at
B S REWFIEREWE  fair value through other comprehensive
BHEMR income (544,698) -
M - BE KR Impairment recognised on property,
TERARE plant and equipment 15 (139,288) (8,382)
TELEERRARME  Impairment recognised on intangible
assets 19 (663) (77,057)
WA /NG sy Impairment recognised on interest in
THRERE associates (23,025) =
ME S EWGRIA Impairment recognised on trade
HRARE - FE receivables, net 25 (455,813) (780,417)
FEE At FE U k18 Impairment recognised on other
WRERE - FE receivables, net 25 (101,123) (70,011)
AR RERARIE Impairment recognised on goodwill 18 (123,752) (588,142)
MERAEEE Impairment recognised on right-of-use
TERERE assets 17 (20,653) (9,4086)
AR BETTAEZEH  Fair value changes on financial assets at
TRIEENAAEE fair value through profit or loss
ZE) 147,817 96,745
WEMERNAEEZE  Fair value changes on investment
properties 16 18,920 4,559
HAt Others (42,345) (72,197)
(1,275,010) (1,511,033)
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8. MBKARKE 8. FINANCE INCOME AND COSTS
2021 2{0200]
BT JBEMEF T
HK$°000 HK$'000
BB RN Finance costs:
RITEFA B Interest on bank borrowings 2,371,608 2,628,356
ERHESFE Interest on bonds payable 250,336 318,563
R EHEERARA Interest on borrowings from intermediate
a5 T B holding companies 21,894 97,354
HEBERNEWZ170) Interest on lease liabilities (Note 17(b)) 68,548 94,745
EREHAEEF B (F77£32)  Interest on defined benefit obligations
(Note 32) 33,641 18,686
B MENERER  Less: Interest capitalised in property, plant
BB HZ15) and equipment (Note 15) (1,346) (4,431)
BhE AL AN 4R EE Total finance costs 2,744,681 3,153,273
BB WA —F2HA Finance income - Interest income (729,329) (675,765)
BhE KA EE Net finance costs 2,015,352 2,477,508
Bl BAEFEEREBREA EIREER Note: Capitalised interest arose from funds borrowed specifically for the
LS REFIEEEL - 154.79%(— purpose of obtaining qualifying assets and from the general borrowing
E—TE 4 75%) B EZI(LFIREHE pool which is calculated by applying a capitalisation rate of 4.79% (2020:
AL EEEELLES - 4.756%) per annum to expenditure on qualifying assets.
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FRIRATRFI 9. PROFIT BEFORE TAX
REBA R ATDE R D& GEA) The Group’s profit before tax is arrived at after charging/(crediting):
AN B IEEER
B EE BY¥TFr JEMFoT
Notes HK$’000 HK$’000
E=HH Directors’ remuneration 10 13,426 9,104
EERFFAXZ Employee benefit expense (excluding
(T BEESRFH) directors’ remuneration)
IER#HT Wages and salaries 9,054,221 7,859,104
VAR E 2 Equity-settled share option expense
FERR IR 2 35 1,434 =
BEXmTEIFX Defined benefit scheme expense 32 14,788 482,219
RRE A B Retirement benefit scheme
contribution* 939,613 343,891
1BRE Total 10,023,482 8,694,318
e ClEa| Auditors’ remuneration 24,097 17,741
Y% RERREITE  Depreciation of property, plant and
equipment 15 1,750,160 1,500,932
EREEENTE Depreciation of right-of-use assets 17 719,131 700,309
mILEESE Amortisation of intangible assets 19 352,599 242,812
TR R EFERE Allowance for slow-moving and obsolete
inventories 498,870 304,272
HRRHEK A Cost of inventories recognised as cost of
FEKA sales 199,777,372 166,873,743
e B GT A E4hBsZ) Research and development expenditure
(included in other expenses) 1,688,551 1,317,964
KA ATEEESTEN  Lease payments not included in the
FERFH measurement of lease liabilities 17 190,918 132,421
b 3 Wz F 28 Foreign exchange gain, net (118,994) (60,977)
Bl Donations 43,557 38,835
A% B Dividend income 6 (2,217) (4,412)
BT+ Government grants 6 (564,986) (621,071)
AMEWA Interest income 8 (729,329) (675,765)
BEMEHSIA Gross rental income from investment
R properties 5 (197,027) (140,203)
A MUERFAEHIRE  Less: Direct operating expenses arising
MEEENEELE from rental-earning investment
&M properties 42,197 45,568
(154,830) (94,635)
e 78 2 [@){E A8 = 30 M a8 U gt 2k ] A/ * There are no forfeited contributions that may be used by the Group as
BRAKIR A HBKTE o the employer to reduce the existing level of contributions.
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10. EERESTRASHNME 10.

RIEEMRA - BB D AHEHIFE383(1)
@ (b) ORMHERATFEESFZ
BERDROIE2H B EAFENES K
BRITRABHNBEMT

DIRECTORS’ AND CHIEF EXECUTIVE’S
REMUNERATION

Directors’ and chief executive’s remuneration for the year, disclosed
pursuant to the Listing Rules, section 383(1)(a), (b), (c) and (f) of the
Hong Kong Companies Ordinance and Part 2 of the Companies
(Disclosure of Information about Benefits of Directors) Regulation, is as
follows:

BYTFIT BT T

HK$°000 HK$'000

e Fees 1,200 1,200
Hibf e - Other emoluments:

e REAMERL Salaries and other allowances 11,569 7,183

ROKEFFTEIE R Retirement benefit scheme contributions 188 199

EAh Others 469 522

12,226 7,904

13,426 9,104

PREERRRITRAENMSERSE
ARBBBILIFRITES HITEER
FHTEERNEHZME - FR - BIE
e IFMTERME -

(@) WUFRITES

FREBEYIFRITES NG
&£

The above directors’ and chief executive’s remuneration only included
remuneration during the tenure of each Independent non-executive
director, executive director and non-executive director of the
Company. There were no remuneration payable to the non-executive
directors during the year.

(@) Independent non-executive directors

The fees paid to independent non-executive directors during
the year were as follows:

2021 2020

BYTT BT T

HK$°000 HK$'000

BRRZ T Mdm. Shing Mo Han Yvonne 300 300
Bk P Mr. Kwok Kin Fun 300 300
HIEELE Mr. Fu Tingmei 300 300
RS A Mr. Zhang Kejian 300 300
1,200 1,200
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HITESENHEHMAHFH (=T =F
FE-

(b) HBMITESE  FHRTEEREST
BAR

BRELE/AKENEFENT
El(BERFRATED  REXEEZ
FHERRERBEFERTERM

REMBRRME

Notes to Consolidated Financial Statements

—T-——%+-F=+—H 31 December 2021
DIRECTORS’ AND CHIEF EXECUTIVE’S
REMUNERATION (continued)

(@) Independent non-executive directors (continued)

There were no other emoluments payable to the independent
non-executive directors during the year (2020: Nil).

(b) Executive directors, non-executive directors and the
chief executive

Mr. Han Yuewei is the chief executive officer (“CEQ”) of the
Group and the emoluments disclosed above include those for
services rendered by him as the chief executive officer.

BIARTS ©
FaR Erimfl
g R ftrRES iR
Retirement
Salaries benefit
and other scheme
Fees allowances  contributions Others
V.-l G V.-l b V-1 dwA V.-l G V-1 hwA
HK$'000 HK$'000 HK$'000 HK$'000 HK$000
ZEC-f 2021
WITEE Executive directors:
BRERE Mr. Han Yuewei - 4,826 50 199 5,075
ERREEM ) Mr. Li Xiangming (Note &) - 3,884 40 - 3,924
SERNT Mdm. Weng Jingwen - 2,545 78 270 2,893
WAREE 2D Mr. Tao Ran (Note b) - 314 20 - 334
- 11,569 188 469 12,226
FRTEE Non-executive directors;
TR W) Mr. Wang Chuncheng (Note ¢/ - 5 - - -
RBEREE W) Mr. Yu Zhongliang (Note o) - 5 - - -
Dt (iite) Mdm. Guo Wei (Note ¢) - 5 - - -
BB S A (Hate) Mr. Lin Guolong (ot | - 5 - - -
HEEEWitg) M. Tan Ying (Note g/ = - - - _
TFEREW A Mr. Wang Shouye (Note /) = 5 - - -
RER W) Mr. Lyu Ruizhi (Note J - 5 - - -
RELE M) Mr. Hou Bo (Note = 5 - - -
FETREEWi Mr. Qing Mei Ping Cuo (Note &) - 5 - - R
- 11,569 188 469 12,226
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10. EERESTHRARAEHE 10. DIRECTORS’ AND CHIEF EXECUTIVE’S

(#&) REMUNERATION (continued))
(b) BRITES - - FRTEERERST (b) Executive directors, non-executive directors and the
BAR &) chief executive (continued)
HER
H e
Retirement
Salaries benefit
and other scheme
allowances contributions Others
BETT BETT BETFT BETT BEFT
HK$'000 HK$'000 HK$'000 HK$'000 HK$' 000
- . 3 2020
HIEE: Executive directors:
BREERE Mr. Han Yuewel - 2,087 85 252 2,404
TRBEE Mr. Li Xiangming - 3,036 56 - 3002
SERLT Mdm. Weng Jingwen - 1,723 78 270 2,071
- 6,846 199 522 7,567
FRTEE: Non-executive directors:
TARNEE Mr. Wang Chuncheng - 337 = = 337
RERKEE Mr. Yu Zhongliang = = = = =
b Mdm. Guo Wei - - - - _
FFEEE Mr. Wang Shouye = S S = =
REELE Mr. Lyu Ruizhi - = S = =
- 337 - - 337
- 7,183 199 522 7,904
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10. DIRECTORS’ AND CHIEF EXECUTIVE’S
REMUNERATION (continued)

(b)

Executive directors, non-executive directors and the
chief executive (continued)

Note a:

Note b:

Note c:

Note d:

Note e:

Note f:

Note g:

Note h:

Note i:

Note j:

Note k:

Mr. Li Xiangming was ceased to be an executive director and
the Vice Chairman of the Board on 7 September 2021.

Mr. Tao Ran was appointed as an executive director on 7
September 2021.

Mr. Wang Chuncheng resigned and was ceased to be the
Chairman of the Board and the non-executive director on 3
December 2021.

Mr. Yu Zhongliang was ceased to be the non-executive
director on 7 September 2021.

Mdm. Guo Wei was ceased to be the non-executive director
on 7 September 2021.

Mr. Lin Guolong was appointed as a non-executive director
on 7 September 2021.

Mr. Tan Ying was appointed as a non-executive director on 7
September 2021.

Mr. Wang Shouye resigned as a non-executive director on 26

March 2021.

Mr. Lyu Ruizhi resigned as a non-executive director on 26
March 2021.

Mr. Hou Bo was appointed as a non-executive director on 26
March 2021.

Mr. Qing Mei Ping Cuo was appointed as a non-executive
director on 26 March 2021.
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11. AEEEHMER 11. FIVE HIGHEST PAID EMPLOYEES
FNRERSHFMEESIE—REE(Z The five highest paid employees during the year included one (2020:
ToTF - ) BEZHESHFEEH one) director, details of whose remuneration is set out in Note 10
R EXHFE10 o R RIUE(ZTZFF ¢ above. Details of the remuneration for the year of the remaining four
BN IEARRREFT =TT AED (2020: four) highest paid employees who are neither a director nor
TR ENFRFIT - chief executive of the Company are as follows:

2021 2020
BY¥TFT BT T
HK$’000 HK$'000
e R HALERL Salaries and other allowance 19,057 15,526
RIREF B Retirement benefit scheme contributions 133 136
19,190 15,662
FEERIFERITHRABZR=FHUIESR The number of non-director and non-chief executive highest paid
ZHHNBLATERMOAZAT - employees whose remuneration fell within the following bands is as
follows:
2021 2020
BT JEMF T
HK$’000 HK$'000
78 #3,000,001TE HK$3,000,001 to HK$3,500,000
75 #53,500,0007T = 1
753,500,001 E HK$3,500,001 to HK$4,000,000
7 #4,000,0007T - 1
7B #4.000,001TE HK$4,000,001 to HK$4,500,000
78#54,500,0007T - 1
784,500,001 HK$4,500,001 to HK$5,000,000
7 #5,000,0007C 2 1
715,000,001 E HK$5,000,001 to HK$5,500,000
75 #5,500,0007T 2 -
4 4
HE_T-_—F+-A=+—HLFE" No emoluments were paid by the Group to the five highest paid
AEBVERAERSTHMAL(BREE individuals (including directors and employees) as an inducement to
EREB) I MEAFHEAMBEARER join or upon joining the Group or as compensation for loss of office
SINBAE BRI S BERHECE during the year ended 31 December 2021 (2020: Nil).
ZTF fE) o

212 2021FF3R | EBHBEEEEMERALT



12,

FRISIRBAST

ESFGERIRENEBE LN ERE
EFE916.5%(—E=FFE : 16.5%) T
REHE ©

RERBRSEMERE(EEMSEED
ROEFSEUEE RIS - REIMBAR]
B -ZZ \F— A —BiiR25%8 8 R
B T XA RZ SN B AR

ETETELENHBEAREEBAE N
B TEE L EMEER TSkt
EIRY - RH=F  EREHHEEM
BREFR15%NRRIEEMEHBE

Britk 2 A0 - iRIZBIFE[2012]125% & BT ER
[2020]23%; * AEEETHEAHHTBA
A B AT BIFTIRIBERE
B RRZTE——FE-T=TFLE
REHIZ Z15%MEERE « Eit - Thik
15%M R RS EBNAAR A S 5B

12.

RE MR ME

Notes to Consolidated Financial Statements
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INCOME TAX EXPENSE

Hong Kong profits tax has been provided at the rate of 16.5% (2020:
16.5%) on the estimated assessable profits arising in Hong Kong
during the year.

Under the Law of PRC on Enterprise Income Tax (the “EIT Law”)
and Implementation Regulation of the EIT Law, the tax rate of PRC
subsidiaries is 25% from 1 January 2008 onwards, except for those
subsidiaries described below.

Certain subsidiaries operating in Mainland China were accredited
as “High and New Technology Enterprises” by the Science and
Technology Bureau of relevant provinces and other authorities for a
term of three years, and were registered with the local tax authorities
to be eligible for a reduced enterprise income tax rate of 15%.

Apart from that, according to the Guo Shui 2012 No.12 and Cai
Zheng 2020 No. 23, certain PRC subsidiaries of the Group are
engaged in the encouraged business activities under the Development
of Western Region Program, and a preferential tax rate of 15% is
granted for an extended period from 2011 to 2030. As a result, the
tax rate of 15% is used to calculate the amount of current tax.

2021 2020

B¥TFIT BT T
HK$°000 HK$'000
BNHEATS 18 Current
PRSI PRC Enterprise Income Tax (‘PRC EIT”)

(RG] 2,025,821 1,757,150
BEENED Hong Kong profits tax 13 123
BAREFEREBTR Underprovision in prior years

FREEASH PRC EIT 113,926 102,632

2,139,760 1,859,905
IRERE (HT7231) Deferred (Note 31) (378,734) (108,038)
FABIES N 488 Total tax charge for the year 1,761,026 1,751,867
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12. PSR &)

B ERM (KEBD RERRNERMAE)
SRR R R ATG N 2 B AR
BIREHRR R E 2 BIRRMS 2 HBR - A
NSERBE EMAER ) BB R Z

12. INCOME TAX EXPENSE (continued)

A reconciliation of the tax expense applicable to profit before tax at
the statutory rate for Mainland China, where majority of the group
companies are domiciled, to the tax expense at the effective tax rates,
and a reconciliation of the applicable rates (i.e., the statutory tax rates)

BROAT - to the effective tax rates, are as follows:
BY¥TFT JBEMF T
HK$’000 HK$'000
R 75 A% A Profit before tax 8,408,432 7,075,508
1#225% MR B TSR  Tax at the PRC EIT rate of 25% (2020: 25%)
FTEMRIB(CEZRF
25%) 2,102,108 1,768,877
DS N E REE{(PE  Tax effect of share of results of associates and
EENBIETE joint ventures (78,399) (51,713)
ERB T EBERHRRAZ  Tax effect of income not taxable for tax purposes
MIBR & (27,056) (13,768)
EREHTE AT 2 Tax effect of expenses not deductible for tax
HIETE purpose 186,322 336,582
T B R B 00 Special deduction of research and development
costs (301,083) (170,759)
BEBERETEMAER  Income tax on concessionary rate (508,634) (380,276)
EEBEEEEERN Effect of different tax rates of group entities
TRABENTE operating in Hong Kong (11) (98)
E AR RERATIEEIE  Utilisation of tax losses previously not recognised (145,561) (238,510)
BABEARBRNAIE  Utilisation of deductible temporary differences
TR ERE previously not recognised (6,090) (31,038)
FHERTRIARIEMIERE  Tax effect of tax losses not recognised 284,711 167,152
RIERAHIRE R Z%88)  Tax effect of deductible temporary differences
MIAR & not recognised 121,266 206,073
BEFERETR Underprovision in previous years 113,926 102,632
Hith Others 19,527 56,713
FAHIEX H Tax charge for the year 1,761,026 1,751,867

RIEFEF[2018]35% + NI E H HEA
HORMABEERERER @ RPER
HEEINR RS B RS B AL B IB 0T TR
HoRRAER_T—tF—A—BEE
R o ANEEERHEH SR EE KRR
ERBHBEAHBE RTINS - LG
ZEMBARME—SER - AN =F
——F+ - A=+ BEELFEE
(ZZ=ZF - #)FIEE31) ©
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According to Guo Shui 2018 No. 3, if foreign investors invest directly
their distributed profits in the investees, the dividend withholding tax
will be provided when the dividend is paid out of Mainland China. The
announcement which is effective from 1 January 2017. The Group is
in a position to control the quantum and timing of the distribution and
decides to retain the dividend in the subsidiaries in Mainland China for
further development of such subsidiaries. Therefore, no deferred tax
liability was provided as at 31 December 2021 (2020: Nil) (Note 31).
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FRiSIRBAZ (48 12. INCOME TAX EXPENSE (continued)

AEBFRIRFER T 8%5,539,000T (=% The Group also recognised a deferred tax expense of HK$5,539,000

— T4 B#19,583,00070) IELEFTIS L (2020: HK$19,583,000) in other comprehensive income.

B AR EMEEWE

2 13. DIVIDENDS
BT JBEMF T
HK$’000 HK$'000

FANER BN IR T Dividend for ordinary shareholders of the

LB AR RIS S, Company recognised as distribution
during the year:

—E_TFRA-FK Final 2020 — HK$0.12 per ordinary share

LB ER0.127T (2020: Final 2019 — HK$0.11 per ordinary

(Z2ZZTF : ZE—NFRK  share)

H—-gREEREE0.117T) 753,902 691,076

RIFEHRKRR - AARIEFRENEE Subsequent to the end of the reporting period, a final dividend in
::—51—¢+ A=+— Eﬁif;?ﬁ?‘ respect of the year ended 31 December 2021 of HK$0.15 (2020:
REARR @HX/%MO 1670(= HK$0.12) per ordinary share, in an aggregate amount of HK$942
T /ﬁﬁc’?o 127!;? gﬁ/ﬁﬁ%@ﬁ%ﬁ million (2020: HK$754 million), has been proposed by the directors
(CT-T4F  BMTSAAEET) - AR of the Company and is subject to approval by the shareholders in the
BRI EEBRRAS LHLER - TRl forthcoming general meeting.
RIREHERR - B ARMERCES Subsequent to the end of the reporting period, a final dividend
IR BAAZER= - RMMAR - FHE of subsidiaries for the year ended 31 December 2021 in respect
B IPEXMBREMEE T —F of CR Sanjiu, Dong-E-E-Jiao, CR Double-Crane, Jiangzhong
TZA=1— Eiirmf%m&g By Pharmaceutical and Boya Bio-pharmaceutical of RMB86.0
SEIRAEREBRARESS.0D © A cents, RMB65.0 cents, RMB48.0 cents, RMB65.0 cents and
R#65.09 + AR#48.09 + AK#65.0 RMB15.0 cents per ordinary share, in aggregate amounts of
DRARE5.00) - RS RN /AR approximately RMB841,854,000 (equivalent to HK$1,029,663,000),
841,854,0007T (1778 #1,029,633,000 RMB425,114,000 (equivalent to HK$519,953,000), RMB490,392,000
) ~ AR#425,114,0007T (FHE KB (equivalent to HK$599,794,000)*, RMB409,500,000 (equivalent
"%519,953,0007T) + AKR#490,392,000 to HK$500,855,000) and RMB75,637,000 (equivalent to
JT(HHE R B 599,794,00070)* + AR HK$92,511,000), respectively, has been proposed by the directors
#%409,500,0007T (HHEH 500,855,000 of the subsidiaries, and is subject to approval by the shareholders of
7o) M AR #75,637,0007TC (H8E R B the subsidiaries in the forthcoming general meeting of the respective
92,5611,0007t) © MR EIRFIZEESER subsidiaries.

AP A AR BCR A REM B R Bl FEE
BERAE LHUER - TEIFE

REBE_FT-_—F+-_A=1— *Based on the number of 1,021,650,201 shares of CR Double-
B 8 & 5 ARk A1 ,043,237,710A% Crane as of 31 December, 2021, after 21,587,509 shares that have
NBREZEANS A EHEBERRH been repurchased by CR Double-Crane as of the announcement
21,587 5001212 FIA {7 #12 1,102,650,201 being subtracted from the total share capital of 1,043,237,710, the
R - DA H AR SRR E MR © total cash dividend to be distributed is RMB 490,392,000 (equivalent
%ITU/\E?HMQO 392,0007T (FEE B to HK$599,794,000). The aggregate amounts will accord with the
599,794,000) ° FXIHARFE I B E HEALAE number of shares registered on the equity registration date of the
/(EB?TE’]HE%E i z ﬁfrff.:ﬂﬁ’]ﬁx@%( B—2 implementation of equity distribution (Note 47).
\ EE o
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14. FLFHERESTE ARG 14. EARNINGS PER SHARE ATTRIBUTABLE
SERER TO ORDINARY EQUITY HOLDERS OF THE
COMPANY
The calculations of the basic earnings per share attributable to

ﬁ%giﬁ%ﬁgﬁﬁ)\ﬁ%ﬁﬂﬁgzﬁﬂ ordinary equity holders of the Company are based on:

2021 2020

BT B FT
HK$’000 HK$'000
BF Earnings
ARETEEIREKREFE  Profit attributable to owners of the Company
RARER AEERT used in the basic earnings per share
calculation 3,768,889 3,297,126
Bin& Number of shares
BRAESIREARAFNE  Weighted average number of ordinary shares
FABE TS BRI in issue during the year used in the basic
58 earnings per share calculation 6,282,510,461 6,283,122,861
RIBTHP gE2E — T — —F R HIAR (D 526 According to the calculation on the dilutive impact of the 2021
FEIEIERT E R METE B E - Bk Restricted Stock Incentive Plan (Revised Draft) Jiangzhong
EECE RN MGAIREARENER—F - Pharmaceutical, the diluted EPS is generally equal to the basic EPS.
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15. PROPERTY, PLANT AND EQUIPMENT

—F+=-A=+—H 31 December 2021

#¥ BERGE BENREE BARKE ERIE
Machinery
and Leasehold Motor Fumiture ~ Construction
Buildings equipment  improvements vehicles  andfixtures  inprogress
V-l awn V-l awn ERTT ERTT ERTT BRI ERTT
HK$000 HK$000 HK$ 000 HK$ 000 HK$'000 HK$'000 HK$000
B Cost:
R=Z-—F-f-A At1 January 2021 14,339,450 7,101,783 698,087 328,073 2,500,617 670,391 25,639,251
AE Addtions 143,617 493,399 64,256 39,406 205,991 1,148,264 2,094,933
e Disposals (92471) (278976) (33,743) (40,815) (101,414) (19,849) (567,262)
WEMBLAM238)  Acouisiion of subsiciaries Vot 38) 903,825 589,752 - 20,881 157,446 167,854 1,839,758
HEWBARMZ9  Disposal of subsidiaries Mote 39) (65,254) (72,287) - (1,260) (8,387) - (147,188)
BRERENE Transfer to investment properties (14,288) - - - - - (14,288)
BRARENEMEE16)  Transfer fom investment properties
(Note 16) 1,049 - - - - - 1,049
ERTEREEEN17) Transfer o right-of-use assets
(Note 17) - - - - - (10,681) (10,681)
E2 Transfers 413,489 498,245 66,558 1,682 (236,161) (743,813) -
B Exchange realignment 433,23 218,47 15,788 9,319 78,142 3,142 788,873
RZZZ-F At 31 December 2021
T-A=t+-H 16,062,652 8,550,163 810,896 358,186 2,506,234 1,246,314 29,624,445
ZiE: Accumulated depreciation:
RZZ--%-f-A At1 January 2021 2,904,701 3,433,718 354,103 158,443 1,409,646 - 8,260,671
EmiR Provided for the year 532,142 725,779 63,391 40,629 388,219 - 1,750,160
& Disposals (31,825) (230,430) (28,339) (37,383) (82,206) - (410,183)
HEMBRAM:#39)  Disposal of subsidiares (Vore 39 (42,174) (53,492) - (1,182 (5,482) - (102,330)
ERERENF Transfer to investment properties (1,201) - - - - - (1,201)
g2 Transfers (2,979 (35,565) (1,162 351 39,349 - -
B AT Exchange realignment 96,354 110,963 10,170 5,780 48,857 - 212,124
RZE-F At 31 December 2021
+-B=1-H 3,455,024 3,951,033 398,163 166,638 1,798,383 - 9,769,241
i Impairment:
REEZ-F-F-H A1 Janvay 2021 5,351 3434 486 125 8,069 36,726 54,191
EERWE) Provided for the year ot 7) 115,841 8,924 16 - 8 14,499 139,288
e Disposals (8,027) (10,732) @ (26) (1,711) (140) (20,639)
HEMBARMZ  Disposal of subsidiaries (Nofe 39 - () - - (15) - (87)
ERBE Exchange realignment 3,627 4 16 3 213 1,801 5,707
RoE--%£ At 31 December 2021
+-A=+-H 116,792 1,601 516 102 6,564 52,886 178,461
BEE: Net carying amount:
i S At 31 December 2021
+-B=1-H 12,490,836 4,597,529 42217 191,446 791,287 1,193,428 19,676,743
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15. E BEREK (&) 15. PROPERTY, PLANT AND EQUIPMENT

(continued)
& HEMFEE FARKE FEIR
Machinery
and Leasehold Motor Fumiture  Construction
Buildings equipment  improvements vehicles and fixtures in progress
Vil o BEFT BEFI EEFr AEFr Vil g Vil o
HK$000 HK$000 HK$000 HK$000 HK$000 HK$000 HK$000
A Cost:
RZZZZE-F-H At 1 January 2020 13,124,246 6,281,858 538,863 331,376 2,045,492 890,686 23,212,521
AE Additions 12,861 475,033 84,378 32,962 242,412 922,592 1,770,238
& Disposals (118.935) (383,653) (20,489) (55,552) (19,218) - (657,846)
WEHBRAMES  Acquisiion of subsidiaries Moo 38 96,061 73,409 - 852 4,19 1,247 175,565
HEWBRAMHY  Disposal of subsidiaries Mote 39) (78,264) (52,225 = (1,433 (1,908) = (133,830)
ERTRENF Transfer to investment properties (67,765) s S = L = (67,765)
ERESLENZWHEG)  Transfer from ivestment properties
(Note 16) 36,828 - - - - - 36,828
BEEBEREEE (H:217/8) Transfer to right-of-use assets
Note 17) - - - - - (14,356) (14,356)
&% Transfers 578,848 341,181 66,264 1,306 184,290 (1,171,889 -
B3 Exchange realignment 755,575 366,180 29,020 19,662 105,353 4,11 1317901
RZE-BE At 31 December 2020
+-F=1-H 14,339,450 7,101,783 698,037 328973 2,500,617 670,391 25,639,251
ZithE: Accumulated depreciation:
RZZZZF-F-H At 1 January 2020 2,351,172 2,949,116 295,986 160,697 1,063,019 - 6,819,990
EmiR Provided for the year 453768 622,245 55,164 39101 330,654 = 1,500,932
i 5 Disposals (38,881) (314,.277) (17,732) (48,922) (10,977) - (490,789)
HMENBLAAWHE  Disposal of subsidiaries (Mote 39) 25,157) (41,785 5 (1,306) (1479 5 69,727)
BRERENE Transfer to investment properties (19,743 5 5 = 5 5 (19,743
g Transfers (1,049) 3151 (783) 42 (1,281) = =
E g Exchange realignment 184,587 215,328 21,468 8915 89,710 - 520,008
RZZ-ZF At 31 December 2020
+-F=t-H 2,904,701 34337718 354,108 158,443 1,409,646 - 8,260,671
il - Impairment;
R_F-FF-F-H At 1 January 2020 6,137 25,908 457 52 3,161 34,506 70,221
ERiTRE7) Provided for the year (Mot 7) 603 2,751 = 74 4954 = 8382
e Disposals (1,755) (25.417) S 6) @74) = [27.451)
ERE Bxchange realignment 366 19 P 4 28 2220 3,039
g 32 At 31 December 2020
+-B=1-H 5,361 3434 486 125 8,069 36,726 54,191
BEE: Net carmying amount;
R-B-%8% At 31 December 2020
P e 11,429,398 3,064,571 343,448 170,405 1,082,902 633,065 17,324,389
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15. MK  WBERXMW(HF)

ARAEEETYE - BEMKRENEA
RN EITRE - ZEWE - BEAR
HEREEEEYERERE - WHRFEANERE
RREEES 139,288,000 (—E =&
F : 75#8,382,0007T) © HHEAEER AT
El&REIREA R BERH SRR RER
EBEAESNRSEET

REERETIORA P EIAM, ©

EAE ESUTSRREIE AL - AEE MK
BR-E=_—F+=-A=+— HZEEE
ﬁ?’%ﬁ%% 825,625,00070(ZZE =FF :
B2 112,542,00070) 2 R EWHE C EE
PRl A AE B ERBEREE -
REBUEEREZEMEM I EE SR
FRYE - NARESBRAE - BRBUTHERE
SBUGZE Y 2 RSB ERIE -

AEBEREFEL AE271,097,0007T
(CEBE-TF : #B¥59,573,0007T) EF

B E e AR EEER A TR TIER AR
HF5E29) o

AERLBIEL 346,000 (Z BT F -
754,431,000 IR B EERE
ERIR-

ﬁAim REBEIELE =R/ RENE
AR EHEETAAPREAE Y - i
BEXERMEZKREMEMTES) - ¥
EREE AHNEREmFERA jﬂﬁfé J
49 45 13,087,0007 (ZE T -
%48 022 00075) /%@%35,244,00075(_
T -T4F  H5126,354,0007T) © AA(E
{Emvﬁﬁﬁﬁs’%%ﬁ;ﬁf%ﬂ 157,0007C
(ZZ -4 : BH78,332,00070) fE47 4
EEUEERP SR AEBWEEEHES) o

RER - [BYE=F/ REMNBATH
B TIREMENERRNRE R (RE
THIAEREBEYER R EBREmE -
BB R - RNEEEHE  MEAAE
BE%1,049,000L (2 F : B
36,823,0007D)FEVI % ~ B K& ERIE
52$E§%f‘u°
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15. PROPERTY, PLANT AND EQUIPMENT

(continued)

Due to physical damage and technical obsolescence in respect of the
Group’s certain property, plant and equipment, the carrying values of
these property, plant and equipment were impaired and impairment
losses of HK$139,288,000 (2020: HK$8,382,000) have been
recognised for the year. The recoverable amounts of the relevant
assets have been determined based on the higher of the fair value
less cost of disposal and values in use calculations.

The Group’s buildings are all situated in Mainland China.

At the date of the approval of these financial statements, the
Group had not yet obtained the building ownership certificates of
certain buildings with a carrying value of HK$1,825,625,000 (2020:
HK$2,112,542,000) as at 31 December 2021 and the Group is stil
in the process of application of title certificates. The Group continues
to possess these properties without objection from the relevant
authorities. In the opinion of the directors of the Company, the risk of
the relevant government authorities confiscating these properties is
relatively low.

The Group’s buildings with a net carrying amount of approximately
HK$271,097,000 (2020: HK$59,573,000) were pledged to secure the
bank borrowings granted to the Group (Note 29).

The interest expenses of approximately HK$1,346,000 (2020:
HK$4,431,000) during the year were capitalised into construction in
progress.

During the year, the Group rented out certain properties located in
Mainland China to independent third parties/fellow subsidiaries and
transferred owner-occupied properties to investment properties
(Note 16). The net carrying amount and fair value of the properties
were approximately HK$13,087,000 (2020: HK$48,022,000) and
HK$35,244,000 (2020: HK$126,354,000) on the date of transfer,
respectively. The excess of HK$22,157,000 (2020: HK$78,332,000)
of the fair value over the carrying amount was recorded as a
revaluation gain in the consolidated statement of comprehensive
income (Note 16).

During the year, certain investment properties which had been
rented out to independent third parties/fellow subsidiaries have been
transferred to property, plant and equipment upon the change of their
uses, evidenced by commencement of owner occupation. The fair
value of properties at the date of transfer amounting to HK$1,049,000
(2020: HK$36,823,000) represented the deemed cost of property,
plant and equipment.
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16. BREME 16. INVESTMENT PROPERTIES
BY¥TFT JBEMEF T
HK$’000 HK$’'000
R—A—B8REE Carrying amount at 1 January 1,935,910 1,724,234
HEME AR (#5£39) Disposal of subsidiaries (Note 39) (157,822) (515)
RIEZFHERHAREE  Net change of fair value recognised in profit or
BENFE (W EE7) loss (Note 7) 18,920 4,559
HEEEYE MENMEZE  Transfer from property, plant and equipment
(H1:#15) (Note 15) 35,244 126,354
EREYE BENRE  Transfer to property, plant and equipment
(H1:#15) (Note 15) (1,049) (36,823)
B 34, B Exchange realignment 55,831 118,101
FRIRAEE Carrying amount at end of the year 1,887,034 1,935,910

FEEHREMEN DA BER - AEES
BREZRBE L EXAEBRMSEMETH
B - B BB A ERERMGLENE
BF - UEESDEE M S ERT MR M
A% -

KEEBKREMER_ZT-_—F+_-A
Z+t—BHRAABEDNERBYAER
BEAEMAREEEEETMHERAAE
ITHEEMESR - R-E-—%F+—-A
=t—8  DABENREKRAEETE %
LY ENFTE R E B TSI
BEFIEEEN TSR RTE &
8538 - MZHES2E YR B
& LA NI 2 M B A AR 1B R ERT
o BRIRER 2 EREELEAYEEE
R B FSBE D ITEE WL AR AT &
YR EE TSR A EEIRE
MERENREER - RERATFRAMNGEES
E B L o IMEEMEN DA EE
B MERNRERRAERS NREMR
% o

02115 FR | EHEEEEARLA

In estimating the fair value of investment properties, the Group’s policy
is to engage independent professional qualified valuers to perform the
valuation. Management works closely with the independent qualified
professional valuers to establish the appropriate valuation technique
and inputs to the model.

The fair value of the Group’s investment properties as at 31
December 2021 has been arrived at based on valuations carried out
by Pan-China Assets Appraisal Co., Ltd., an independent qualified
professional valuer. As at 31 December 2021, the fair value was
determined based on the income approach, where the market rentals
of all lettable units of the properties are assessed and discounted at
the market yield expected by investors for this type of properties. The
market rentals are assessed by reference to the rentals achieved in
the lettable units of the properties as well as other lettings of similar
properties in the neighbourhood. The discount rate is determined by
reference to the yields derived from analysis of sales transactions of
similar commercial properties in the PRC and adjusted to take into
account the market expectation from property investors to reflect
factors specific to the Group’s investment properties. There has
been no change from the valuation method used during the year. In
estimating the fair value of the properties, the highest and best use of
the properties is their current use.
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16. BREMEGFE) 16. INVESTMENT PROPERTIES (continued)
[RBEEER Fair value hierarchy
TRINTAEEREMHEN A BEE The following table illustrates the fair value measurement hierarchy of
B4 : the Group’s investment properties:

R-B_—F+-A=+—H
EREXA A RREABRETH
LRMBEHEGE=R)

Fair value measurement

as at 31 December 2021
using significant unobservable inputs

(Level 3)
2021 2020
BY¥TFir BT T
HK$’000 HK$'000
PSS EN AL EERTE ¢ Fair value measurement for:
NRABIMEEYESEL  Commercial property units located in the PRC 1,887,034 1,935,910
RE NP S — AR RS — AR AR R There were no transfers between Level 1 and Level 2 and into or out
mEASELNFE =R - of Level 3 during the year.
TRAREMEGEMAMERTREE Below is a summary of the valuation technique used and the key
B ABURE inputs to the valuation of investment properties:
B EXTURRRARE RESNETIH
Valuation technique Significant unobservable inputs Range or weighted average
2021 2020
HENEEN LoV () BHE i) Discount rate §Eak 76% FEAK 76%
Commercial property units Income approach i Ba5AEE {i) Average monthly rental ARE  RMB0.32-125 ARE  RVMB81%
(BFHK) (per square meter) 0.32-1257C  per square meter 81257 per square meter
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17. 8 17. LEASES
EREESREAN The Group as a lessee
REERELEFTALMH - BFREAMR The Group has lease contracts for various items of land, building
HESEERFEREESY o RATZN— and other equipment used in its operations. Lump sum payments
IR FRA RS AREER & -1 - FAHEA were made upfront to acquire the leased land from the owners with
AI0E60F - REZEIHWHER TS lease periods of 30 to 60 years, and no ongoing payments will be
EHIFEN K - HE L RIEFHAE made under the terms of these land leases. Leases of land and
R2ES0F - MEMRE —RBHA1E building generally have lease terms between 2 and 50 years, while
10%F - H ek #—RRAE R 1208 A sl A other equipment generally have lease terms between 1 and 10 years.
TR/ SAMAR BIREE - —RinE - Other equipment generally has lease terms of 12 months or less and/
2P AREBEFEAEE NSNS R HHEEE or is individually of low value. Generally, the Group is restricted from
BE - A THESGNBR BN R IER assigning and subleasing the leased assets outside the Group. There
o are several lease contracts that include extension and termination
options.
(a) FEHAEZE (a) Right-of-use assets
REEFREEAENREBERFA The carrying amounts of the Group’s right-of-use assets and
guhnT - the movements during the year are as follows:
HELH #F H % 0F it
Leasehold land Building Other equipment Total
BYFT BYFT BYFT BYFT
HK$'000 HK$'000 HK$°000 HK$°000
RZEZ—F—F—H Asat1January 2021 3,627,391 1,662,109 28,349 5,317,849
RE Additions 54,322 540,527 25,788 620,637
LA =PNe Acquisition of subsidiaries
(H:#38) (Note 38) 270,408 17,264 739 288,411
BEEME - BER  Transfer from property, plant
REWEE5) and equipment (Note 15) 10,681 - - 10,681
HEHBAR H77£39)  Disposal of subsidiaries
(Note 39) (20,712) - - (20,712)
FERX Depreciation charge (105,017) (603,200) (10,914) (719,131)
MM EHEZ RS Reassessment of lease terms
HHERKRN arising from a decision not to
BHHE exercise the extension option (17) (195,932) - (195,949)
EAHSHMTAZER  Revision of lease terms arising
PEBYMUTE from a change in the non-
BRHEIERT cancellable period of lease (2,480) (18,831) (502) (21,813)
BEME7) Impairment (Note 7) (18,812) (1,841) = (20,653)
B AR Exchange realignment 74,820 26,469 783 102,072
W=ZE=—F+=HF  Asat31 December 2021
= 3,890,584 1,426,565 44,243 5,361,392
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17. HE ) 17. LEASES (continued)
EREEHEEAN ) The Group as a lessee (continued))
(a) (EHEEERE (a) Right-of-use assets (continued)
HELH BF Hibk s
Leasehold land Building  Other equipment
BETT JBETT JBETT BEFT
HK$'000 HK$'000 HK$'000 HK$'000
RZZE-FTF—H—H Asat1January 2020 3,394,888 2,106,738 5,923 5,507,549
HE Additions 220,395 374,158 25,765 620,318
W B LR Acquisition of subsidiaries

(h1:238) (Note 38) 14,011 = = 14,011
BREME BER  Transfer from property, plant

RtEH215) and equipment (Note 75) 14,356 - = 14,356
HEMRBAE(H:239) Disposal of subsidiaries

(Note 39) (22,771) - - (22,771)
TERZ Depreciation charge (87,121) (608,567) (4,621) (700,309)
NI EHEZ RS Reassessment of lease terms

KRN arising from a decision not to

BHE exercise the extension option - (237,070) = (237,070)
FERAHSEMMAESDE  Revision of lease terms arising

BEBYEMHAE from a change in the non-

(G REREET cancellable period of lease - (16,897) - (16,897)
A Impairment - (9,406) - (9,406)
IE X% Exchange realignment 93,633 53,153 1,282 148,068
RZZZZFE+ZR  Asat31December 2020

=t+—H 3,627,391 1,662,109 28,349 5,317,849
REEMEEEREE76,742,000
TT(ZZE =T F : #%10,987,000 The Group’s right-of-use assets in respect of land with a
TOE IR R E EE A - A carrying value of HK$76,742,000 (2020: HK$10,987,000) were
EHR - ZE-_—F+_-_A=+—H pledged to secure certain bank borrowings granted to the
BEYPANEEBNS FHRTEZT T Group (Note 29) as at 31 December 2021.

29)
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17. HE#&) 17.

FREFESFREA )
(@ REREZEG

R IE AT Uk 0] 5 585 #520,653,0007T
(ZZ =24 : 5¥9,406,0007T) 51
R E k5185 15548,557,0007T (=
T T4 B1E20,653,0000T) ¢ B
Q) BRI B 2 A R B
MERNBRIBRE - EEENHLE
ERSEL BN ERARERES
#1,841,0007t * BHZERSESE
BAHE S TEE D MmIERIRKIA
SRENSHEERLD - RQHAMNA
BB E R AR RS -

HE A SRR BRI B A B RERRE
E1E51518,812,0007T © ¥
TEAHAR OB -

LEASES (continued)

The Group as a lessee (continued)

@

Right-of-use assets (continued)

An impairment loss of HK$20,653,000 (2020: HK$9,406,000)
was provided based on recoverable amount of
HK$548,557,000 (2020: HK$20,653,000), comprising (1) The
impairment loss of HK$1,841,000 was recognised in certain
retail CGUs in HK due to the impact of COVID-19 and intense
competition in the market of pharmaceutical products, which
resulted in a decrease in sales of those CGUs as compared
to the budget and a corresponding decrease in expected
future cash flow accordingly; and (2) The impairment loss of
HK$18,812,000 was recognised in subsidiaries of Dong-E-E-
jiao due to the relevant land is idle and has no future use plan,
which can no longer bring sufficient economic benefits to the
enterprise.

b) HEAEF (b) Lease liabilities
HEAENERENLRERNES N The carrying amount of lease liabilities and the movements
T: during the year are as follows:
BYTT JBMEF T
HK$’000 HK$'000
R—A—BZEREEAE Carrying amount at 1 January 1,865,666 2,247,356
S New leases 491,391 439,323
WeRE B A ] Acquisition of subsidiaries
(H17£38) (Note 38) 14,383 =
FARERBFSIE M Accretion of interest recognised during the
(Hi:z8) year (Note 8) 68,548 94,745
BT fb A ABRA Y Covid-19-related rent concessions from
Hem® lessors (17,457) (18,087)
(NE-S Payments (691,061) (684,778)
TTFEERRIZHEEHA)  Reassessment of lease terms arising from
HREHRRNEFTE  adecision not to exercise the extension
option (191,713) (245,695)
ERTHEEMIEERE  Revision of lease terms arising from a change
HEEHAETHEIEFE  in the non-cancellable period of lease
BHEF] (26,755) (22,789)
ST A R Disposal of subsidiaries
(#15£39) (Note 39) (49,486) -
HE X RR Exchange realignment 52,151 55,591
R+-—A=+—Hz Carrying amount at 31 December
BRMEE 1,515,667 1,865,666
L= Analysed into:
BNEREL 5 Current portion 583,805 709,958
JERNERER > Non-current portion 931,862 1,155,708
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17. HE#&) 17. LEASES (continued)

EREEHEEAN ) The Group as a lessee (continued)

(b)) HEAEGE) (b) Lease liabilities (continued)
HEAENR BRI IREN The maturity analysis of lease liabilities is disclosed in Note 46
TEHRERMTE46 © to the financial statements.
REBEHERETHEAERARSE The Group has applied the practical expedient to all eligible
AEHEARE TEFHEEMRD rent concessions granted by the lessors for leases of certain
HETBEEERHESES - buildings during the year.

(c) HEBEREZEENLENT - (c) The amounts recognised in profit or loss in relation to

leases are as follows:

2021 2020

BT JEFoT

HK$’000 HK$'000

HEEABENE Interest on lease liabilities 68,548 94,745

FREEENERS Depreciation charge for right-of-use assets 719,131 700,309
EREE B A AR A Y Covid-19-related rent concessions from

HERR lessors (17,457) (18,087)

TIHFEEHIRIEEE A  Reassessment of lease terms arising from
HEAEKERMEFTE  adecision not to exercise the extension
option 4,236 (8,625)
FERAI ST ERIR Revision of leases term arising from a change
FEEHHHAEEIR  in the non-cancellable period of lease

KIS FTER] (4,942) (5,892)
HE Impairment 20,653 9,406
HGHHERANE R Expense relating to short-term leases
GTASHERA) (included in cost of sales) 190,918 132,421
RIBRERNE ST Total amount recognised in profit or loss 981,087 904,277
(d) HEZHRLTHBEERHUER (d) The total cash outflow for leases are disclosed in Note
FMiiz40(b) 40(b) to the financial statements.
FREFESHEA The Group as a lessor
AEBBREBEECEAHELTHENAEREY The Group leases its investment properties (Note 16) under operating
¥ (MfsE16) - HEMER—MREREP X lease arrangements. The terms of the leases generally require
NREE RIRBERTAEHRESE the tenants to pay security deposits and provide for periodic rent
LR - REERFAERHESHA adjustments according to the then prevailing market conditions.
AE197,027,000(ZE=FF B Rental income recognised by the Group during the year was
140,208,0007T) + A FFIEE NI Rkt HK$197,027,000 (2020: HK$140,203,000), details of which are
350 included in Note 5 to the financial statements.
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17. LEASES (continued)
The Group as a lessor (continued)
At 31 December 2021 and 2020, the undiscounted lease payments

receivable by the Group in future periods under non-cancellable
operating leases with its tenants are as follows:

2021 2020

BT JBMEF T
HK$’000 HK$'000
—FR Within one year 70,830 67,771
F_EZFERF In the second to fifth year inclusive
(BEERME) 246,309 236,000
AFENE Over five years 126,112 103,298
443,251 407,069
[} 18. GOODWILL
2021 2020
BETFIT BT
HK$’000 HK$’000
)o%. 3 Cost
REY] At the beginning of the year 22,620,831 20,220,465
W R BT B A B (M 7#38) Acquisitions of subsidiaries (Note 38) 3,311,198 1,063,018
HEH B A R (#17£39) Disposal of subsidiaries (Note 39) (11,755) (27,125)
P AR Exchange realignment 687,330 1,364,473
RER At the end of the year 26,607,604 22,620,831
REtiR{E Accumulated Impairment
REF] At the beginning of the year 1,548,639 914,025
ERERAREBIEW/E7)  Impairment loss recognised (Note 7) 123,752 588,142
I EMTE A R (H1#39) Disposal of subsidiaries (Note 39) (11,755) (13,005)
P 5 A Exchange realignment 45,418 59,477
RER At the end of the year 1,706,054 1,548,639
IREBE Net carrying value
RER At the end of the year 24,901,550 21,072,192
EERENR Impairment testing of goodwill

AAETTRIEAR - mERAGERAER
FHE PR (TR 1 9P IR EE) B D Bl 2 18
AREELEM(REELSM])  Re
EEBMYEREA=ER  WERDHE Q)
EREEESR  RQEMTE - HEN
RE(EJNR RETREBR ENEEETR
WeELBM  #FEWT

2021FF3R | EBHBEEEEMERALT

For the purposes of impairment testing, goodwill and trademarks
with indefinite useful lives (as disclosed in Note 19) have been
allocated to individual cash generating units (“CGUs”) which are
in three categories: (1) distribution of pharmaceutical products, (2)
manufacturing of pharmaceutical products in the PRC, and (3) retailing
of pharmaceutical products. The carrying amounts of goodwill (net of
accumulated impairment losses) allocated to the different CGUs are as
follows:
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-3 6 ) 18. GOODWILL (continued)
AEERENR @) Impairment testing of goodwill (continued)
BT JBEMF T
HK$’000 HK$'000

2255 8 Distribution of pharmaceutical products
REEEEN Cash-generating units:
~AA Company A 2,206,803 2,143,779
~AIB Company B 1,612,442 1,566,393
~AIC Company C 1,092,080 1,060,892
NCIID) Company D 657,717 638,933
RAIE Company E 862,731 838,092
NI Company F 634,811 616,681
~AEG Company G 588,700 571,888
NG| Company H 422,716 410,644
NS Company | 403,788 392,256
NGIN| Company J 221,077 214,763
AAEK Company K 145,177 141,031
NCIIR Company L 254,016 246,762
NEIM Company M 238,700 231,883
NEIIN Company N 236,287 229,539
NCIY Company V 212,150 206,091
~AIX Company X 208,732 202,771
NCIN Company Y 182,747 177,528
NAIZ Company Z 6,361 -
NAEJAA Company AA 168,524 163,711
Hth Others 1,682,352 1,634,497

12,037,911 11,688,134
B AE Manufacturing of pharmaceutical products
REeEEEN Cash-generating units:
~A0 Company O 2,678,809 2,602,306
NG Company P 1,726,352 1,677,049
~EIQ Company Q 827,232 803,607
~AEIR Company R 426,386 481,554
NAIS Company S 376,768 366,008
~RET Company T 334,939 325,373
NAEW Company W 325,791 316,487
A A]AB Company AB 310,061 301,206
~AEIAC Company AC 188,574 183,188
A AJAD Company AD 114,028 110,771
~NAJAE Company AE 748,988 727,598
N AIAF Company AF 1,132,380 1,100,041
~AIAG Company AG 3,225,764 -
ARIAH Company AH 59,264 -
~a)Al Company Al 32,982 -
Hth Others 245,406 282,094

12,753,724 9,277,282
ZRTE Retailing of pharmaceutical products
REEEEN Cash-generating units:
NSV Company U 109,915 106,776

24,901,550 21,072,192
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18.

GOODWILL (continued)
Impairment testing of goodwill (continued)
Distribution of pharmaceutical products

For the purpose of impairment testing, goodwill has been allocated
to individual CGUs. The recoverable amounts of these CGUs have
been determined based on a value in use calculation. That calculation
uses cash flow projections based on financial budgets approved by
management covering a 5-year period with average sales growth
rates of 3% to 22% (2020: 3% to 24%), and a discount rate of 8%
to 11% (2020: 11% to 12%) per annum. These CGUs’ cash flows
beyond the 5-year period are extrapolated using a steady growth rate
of 3% (2020: 3%). The growth rate is based on the relevant industry
growth forecasts. Changes in selling prices and direct costs are based
on past practices and expectations of future changes in the market.
Management believes that any reasonably possible change in any of
these assumptions would not cause the aggregate carrying amount of
individual CGUs to exceed respective recoverable amounts of CGUSs.
In the opinion of the directors, no material additional impairment loss
of goodwill was identified at the end of the reporting period.

An impairment loss of HK$198,000 (2020: HK$329,389,000)
based on the recoverable amount of HK$0 (2020: HK$24,266,000)
was recognised. Due to the intense competition in the market of
pharmaceutical products, which resulted in a decrease in sales of
certain CGUs as compared to the budget and a corresponding
decrease in the expected future cash flows of those CGUs
accordingly. As a result, the Group recognised an impairment loss of
HK$198,000 (2020: HK$329,389,000).
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18. GOODWILL (continued)

Impairment testing of goodwill (continued)
Manufacturing of pharmaceutical products

For the purpose of impairment testing, goodwill and trademarks with
indefinite useful lives have been allocated to individual CGUs. For
listed companies, the recoverable amounts of these CGUs have been
determined based on the fair value of the company and disposal
costs. For unlisted companies, the recoverable amounts of these
CGUs have been determined based on value in use calculations. That
calculations use cash flow projections based on financial budgets
approved by management covering a 5-year period with average
sales growth rates of 3% to 27% (2020: 5% to 37%), and discount
rates of 8% to 15% (2020: 12% to 14%) per annum. These CGUS’
cash flows beyond the 5-year period are extrapolated using a steady
growth rate of 3% (2020: 3%). The growth rate is based on the
relevant industry growth forecasts. Changes in selling prices and
direct costs are based on past practices and expectations of future
changes in the market. Management believes that any reasonably
possible change in any of these assumptions would not cause the
aggregate carrying amount of individual CGUs to exceed respective
recoverable amounts of CGUs. In the opinion of the directors, no
material additional impairment loss of goodwill was identified at the
end of the reporting period.

An impairment loss of HK$123,554,000 (2020: HK$258,753,000)
based on the recoverable amount of HK$1,039,811,000 (2020:
HK$985,108,000) was recognised. Due to the intense competition
in the market of pharmaceutical products, which resulted in a
decrease in sales of certain CGUs as compared to the budget and a
corresponding decrease in the expected future cash flows of those
CGUs accordingly. As a result, the Group recognised an impairment
loss of HK$123,554,000 (2020: HK$258,753,000).

Retailing of pharmaceutical products

For the purpose of impairment testing, goodwill has been allocated
to an individual CGU. The recoverable amount of Company U has
been determined based on a value in use calculation. That calculation
uses cash flow projections based on financial budgets approved by
management covering a 5-year period with a sales growth rate of 3%
to 24% (2020: 3% to 24%), and a discount rate of 8% to 11% (2020:
11% to 12%) per annum as at 31 December 2021. This CGU’s cash
flows beyond the 5-year period were extrapolated using a steady
growth rate of 3% (2020: 3%) as at 31 December 2021. The growth
rate is based on the relevant industry growth forecasts. Changes
in selling prices and direct costs are based on past practices and
expectations of future changes in the market. Management believes
that any reasonably possible change in any of these assumptions
would not cause the carrying amount of that CGU to exceed its
respective recoverable amount. In the opinion of the directors, no
material additional impairment loss of goodwill was identified at the
end of the reporting period.

China Resources Pharmaceutical Group Limited | Annual Report 2021

229



RE M BRRME

Notes to Consolidated Financial Statements

—T-_—%+—-A=+—H 31 December 2021
19. EREEE 19. INTANGIBLE ASSETS

BHREE  FENRE iR BEMIEF  EFRR

Patents Deferred

and  Non-patent development Customer
licences  technology  Trademarks costs relationships
BRFT BT ERTT BRTT ERFT ERTT BRTA
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000

ZEZ-E+ZBZ+-H 31 December 2021

A Cost

R-F--F-A-H At 1 January 2021 503,700 720903 2595872 1177835 3445422 208582 8,652,314
TE Addftons 2780 1,486 - 485,858 7,488 - 497,612
WENBAR W) Aoquistion of subsidiaries Mot 38) 1,660,558 34,504 145 124,508 - - 1819715
HENEAR Disposal of subsidiaries (3,826) (3,009) - - - - (6,925)
g% Transfers 13476 253250 - (266,726) - - -
k] Write-off - - - (103,861) - - (103,861)
EAE Exchange realignment 43,844 31,335 68,036 35,275 79216 3494 261,200
RZZ-—F+-B=1+-8  At31 December 2021 2220532 1038379 2664053 1452889 3532126 212076 11,120,085
238 Accumulated amortisation:;

R-Z--%-f-R At 1 January 2021 186,117 252,663 57,303 - 1025345 110326 1,631,754
EmiR Provided during the year 76,501 90,931 202 - 184,341 534 352,509
HENBAT Disposal of subsidiaries (3,826) (3,009) - - - - (6,925)
E g Exchange realignment 7,652 12,052 1,989 5 34,604 1,743 58,130
RZEZ—-F+ZA=+-H  At31 December 2021 266,534 352,547 59,494 - 1,244380 112603 2,035,558
il : Impaiment;

R-F--F-A-H At 1 January 2021 3439 221 5,041 - 71,326 - 80,927
EREHR7) Provided during the year (Aote 7) - - - - - 663 663
ERE Exchange realignment 103 10 175 - 2,007 11 2,39
RZEZ—-F+ZA=+-B  At31 December 2021 3542 231 6,116 - 73423 674 83,086
BHFE Net carrying amount:

R-F-—F+-B=1+-H  At31 December 2021 1,950,456 685601 2598443 1452880 2,214,323 98,799 9,000,511
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19. INTANGIBLE ASSETS (continued)

REMBRRME
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ERRER  FERRE
Patents Deferred
and  Non-patent development Customer
licences technology ~ Trademarks costs  relationships

AEfr  BEfr BEFr AEfr Bk BEFr AR

HK$000 HK$000 HK$ 000 HK$000 HK$000 HK$ 000 HK$000
ZEIBETIAST-H 31 December 2020
A Cost:
RZZZZF-F-H At 1 January 2020 382,801 358,952 2,320,762 1,089,653 2,984,412 195,976 7,332,646
AE Addtions - 523 48 298,916 68,842 - 368,329
IElBRaliatss) Acquistion of subsidiaries (Vote 38) 88,366 142,115 116470 = 176,892 = 523843
kT Trangfers - 166,977 - (166.977) - - -
s Wite-off = = = (119,027) = = (119,027)
3 Exchange realignment 32,443 52,336 158,592 75210 215,276 12,606 546,523
WZZZEFT-A=+-HF  At31 December 2020 508,700 720,903 2,595,872 1,177,83 3445422 208,582 8,652,314
2R Accumulated amortisation:
R-E-FF-f-H At 1 January 2020 17,287 193,611 52,948 - 830,527 85,689 1,280,012
Emiit Provided during the year 55,500 36,861 298 - 130,555 19,598 242,812
ERBE Exchange realignment 13,380 2,191 4057 - 64,263 5089 108,930
AZ-EF+-AZ+-H  At31 December 2020 186,117 252,663 57,303 - 1,025,345 110326 1,631,754
Al : Impaiment;
RZF-25-f-R At1 January 2020 3,231 208 - - - - 3439
EREHRI7) Provided during the year Aot /) = = 595 S 71132 5 77067
ER3% Exchange realignment 208 13 16 = 194 = 431
RZBZFFFZA=1-H  At31 December 2020 3439 21 5941 - 71326 - 80927
BETE: Nt carrying amount:
RZBZFEFZA=1-H  At31 December 2020 314,144 468019 2532628 1177835 2348751 98256 693963
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10. |ELEEE) 19. INTANGIBLE ASSETS (continued)
R=ZE=_—F+=-A=+—8 LiliEF The above intangible assets, other than eight (2020: eight) trademarks
EEBREREARFEB2,514,054,00070 with a total net carrying value of HK$2,514,054,000 as at 31
(ZZ == : #¥52,442,256,0007T) 69\ December 2021 (2020: HK$2,442,256,000) (which are allocated to
B(ZZTZZF : \18) (B LM sE18FTit the CGU of Company O and Company AE in Note 18), have finite
AEFARIOKRARAEIREEA BRI useful lives. Such intangible assets are amortised on a straight-line
BEERAECATH - ZEEPEERE basis over the following periods:

(RER TSI AR 8
BN AR 55204 Patents and licences 5 to 20 years
IR 52104 Non-patent technology 5to0 10 years
R 52204 Trademarks 5to 20 years
BEPBIEF 10E 204 Customer relationships 10 to 20 years
HAt 5104 Others 5to0 10 years
wmEfml - R=E=——F+=-fA=+—H As stated above, the trademarks with a total net carrying
IR 48 FE BB 12,514,054,000L (=& value of HK$2,514,054,000 as at 31 December 2021 (2020:
T B2 442,256,0007T) N EE HK$2,442,256,000) are renewable continuously every ten years at
TEARRENDEESE - NARIES minimal costs. The directors of the Company are of the opinion that
RAEAEE S SBESERIZI AL E the Group would renew the trademarks continuously and has the
1TEE - AEETEEDETZEME ability to do so. Various studies including product life cycle studies,
BREEMEGREBHE  mHEY - BF market, competitive and environmental trends, and brand extension
NIRIRIBE - MmEEEEEE - LS opportunities have been performed by the management of the
T pRARERERAREE TR Group, which support that the trademarks have no foreseeable limit
REMFHEMES - BHERLEAERLAR to the period over which the trademarked products are expected to
o B - AEEEIEERITHE ER generate net cash flows for the Group. As a result, the trademarks are
HERAFH - RESZSHIEER—ES considered by the management of the Group as having an indefinite
BENRSRAFE - BiES TaTEEN useful life because they are expected to contribute to net cash inflows
BEERTEENFERTFHABRAAL - 1 indefinitely. The trademarks will not be amortised until the useful life
k- AR EREBENRETAIRE is determined to be finite. Instead, they will be tested for impairment
RETTREAIR - BEREIHENFER annually and whenever there is an indication that they may be
BT 18HEE - impaired. The details for the impairment test are disclosed in Note 18.
20. REELENER 20. INTERESTS IN JOINT VENTURES
BETFIT JEWFoT
HK$°000 HK$'000
PMEBEFE Share of net assets 12,741 11,391
AEBREALENCENESERFIBELE The Group’s trade receivable and trade payable balances with the
5 FER FRIB R LA BT IS IR B 3T 435 joint ventures are disclosed in Note 43 to the financial statements.
o
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REBELENERE) 20. INTERESTS IN JOINT VENTURES (continued)
TEREAEREERN T A EANEE R The following table illustrates the aggregate financial information of the
RYABESIA TS AR Group’s joint ventures that are not individually material:
2021 2020
BETIT JBEMT T
HK$’000 HK$'000
FANhEEEEEBE Share of the joint ventures’ loss for the year (213) (4,504)
DMEEEEEREKE Share of the joint ventures’ total comprehensive
k] income (213) (4,504)
REBMPAEREREN  Aggregate carrying amount of the Group’s
BRMEAEE investments in the joint ventures 12,741 11,391
REELRRER 21. INTERESTS IN ASSOCIATES
2021 2020
BETFT BT T
HK$’000 HK$'000
DIEEEFE Share of net assets 6,860,657 5,720,721
AEE BB N R E 5 R E At FEYGRIE The Group’s trade and other receivables, and trade and other
LARE 5 R H At FE FIB AR B TS 3Rk payables, balances with the associates are disclosed in Note 43 to
PIFE43HF5 the financial statements.
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21. WEELTNEEHE) 21.

AEER_ZE—_—F+_A=+—HW=
TR N RIFEBAOT

INTERESTS IN ASSOCIATES (continued)

Particulars of the Group’s principal associates as at 31 December
2021 are as follows:
EMEs  FERREEAL
Percentage of
voting power

FRERTRIGCHE HEEES
Particulars of
issued shares held

HELRER R ERLE

Place of registration
and operation

Name of associates Registered capital Ownership interest

AEREEIHRERERAR /e ARE800,004,6007C 8% #AfER BRf% 3R LERHE
Hefei Tianmai Biotechnology Development Co,, Ltd. - PRG/Mainland China RMB800,004,600 Registered capital Research and development,
production and sale of
pharmacetical products
IrExERBRAA /e 42000007 %32%  #fiER ERf% 3R HERHE
Beiing Hanmei Pharmaceutical Co., Ltd. PRC/Mainland China USD4,200,000 Registered capital Research and development,
production and sale of
pharmaceutical products
ZENARERRLA HE/hERH ARH3,084334,1717C 000%  #ER HERE HE  RERAMER
RERRR
China Resources Financial Leasing Co., Ltd. PRC/Mainland China RMB3,084,334,171 Registered capital Financial leasing, leasing, factoring
and other related consultancy
and guarantee services
FIEEEERNERAR EVET AR%249,000,0007 2000% AR EnfR BR - EEREE
Zhejiang Int'L Group Co., Lid. PRC/Mainland China RMB249,000,000 Registered capital Research and development,
production and sale of
pharmaceutical products
AR ERAR R W) hE /B ARES1,65147970 3833 AR Enfi% 3R TERME
Zhejiang Peptites Biotech Co., Ltd. (‘Zhejiang PRC/Mainland China RMB31,651,479 Registered capital Research and development,
Peptites’) Note g) production and sale of
pharmacetical products
KEENEEBRARKEEN) Wi HeHs/1E 5,000,000%7C 1000%  &HHER ERf% 3R EERHE
Immunotech Biopharm Ltd. (‘Immunotech”) Aote 5 Cayman Islands/PRC USD5,000,000 Registered capital Research and development,
production and sale of
pharmaceutical products
Htata: W-—ZE-——F-A=+MH - NEBKE Note a:  On 24 February 2021, CR Double-Crane, a subsidiary of the Group,
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Brate:

A RIERE BRI TRM33.33% /%
- BREBEAARK258. 5B TLHAER
HEHEB16.2AEBTT) °

RZTEZ—FtA=+A8 A27
2AMBRAIREEREEEBVI)
ABRAR(ERET) - BYue Cheng
International Capital (HK) Limited * Hualida
Development Co. Limited * £/]ME &
Bei Ni Ltd. ({EAE ) (EAHBHE) TR
MEE R Bt EHERGREE
BERBFEGRUHRELHEKREDEH#
51,458,400% & B AR (R 5 ARGk T
VB BEITIRABTERN10.0%) © BEE
R REKT9.66EET - FRRE/EE
16,5470 - AEBREMBEEFSEAL -
WA K REMBIEERTE S -

2021FF3R | EBHBEEEEMERALT

Note b:

acquired 33.33% equity interests in Zhejiang Peptites. The total
consideration was RMB258.5 million (equivalent to HK$316.2 million).

On 20 July 2021, Beijing Pharmaceutical Investment and
Management (BVI) Limited, a wholly-owned subsidiary of the
Company, as a purchaser, and Yue Cheng International Capital (HK)
Limited, Hualida Development Co. Limited, Ren Xiaojuan and Bei
Ni Ltd. as sellers, amongst others, entered into a share purchase
agreement, pursuant to which the purchaser conditionally agreed to
purchase, and the sellers conditionally agreed to sell, an aggregate
of 51,458,400 ordinary shares of Immunotech (representing 10.0%
of the total issued share capital of Immunotech as of the end of the
reporting period) at a total consideration of approximately HK$799.66
million, representing a price of HK$15.54 per share. The group
retained two seats in the board and can exercise significant influence
over Immunotech.
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INTERESTS IN ASSOCIATES (continued)

The following table illustrates the aggregate financial information of the
Group’s associates that are not individually material:

2021 2020

BT JBMEF T
HK$’000 HK$'000
FRDEHE R B Share of the associates’ profit for the year 313,810 211,356
DMEEEE AR 2 EKE Share of the associates’ total comprehensive
bk income 313,810 211,356
AEBMPEENTIER  Aggregate carrying amount of the Group’s
MmiEE investments in the associates 6,860,657 5,720,721

fhiRE ERDEeNETE 22. OTHER CURRENT/NON-CURRENT FINANCIAL
ASSETS

2021 2020

BETFIT BT T
HK$’000 HK$'000
B S REBGRTE N EIWEY - Trade and bills receivable, at fair value (Note a)

NPTy f“ﬁ;ﬁr (Hizta) 28,263,718 27,699,362
JEETRRIERE Unlisted equity investments, at fair value

BAR BER W i7b) (Note b) 967,784 602,344
BEIER - IAREER  Financial products, at fair value (Note ¢)

(Hite) 11,987,912 6,914,461
“aEt Total 41,219,414 35,216,167
DT Analysed into:

mBEE Current assets 40,251,630 34,613,823

ERBEE Non-current assets 967,784 602,344

41,219,414 35,216,167

Wiita: AEECHREERAAFERIR SR K
HE KB 5 RUOR KB R R R0 BIRE
@;ggﬁﬁﬁfﬁﬁﬁﬂ')\ﬁf@%ﬁuﬁlémﬁ
2

Hiazb: AEERIE EMEEIL AN T BRI
FELAABRORE - ZFELME
TRUEERTE D RAARZE -
M A RRHEE B M0 BARAS
BEFANERNSREE -

th?n‘%

~

Biete: RAREETIRAIZEE R BIEREEM

fﬁﬁ&ﬁﬁ‘%%%f)\ﬂﬁﬁ*%\if R %

REMERNEBEBY 2FETTE

A TEE%&Q;‘M”@J)\%@@J;E’J%
BEE -

R —F+-A=+—8 K£H
BIRER AL BETNERZE BB
52,988,000/ L(ZF=FF : &) ' fERIE
NEBEREERETFE27) -

Note a:

Note b:

Note c:

The Group has classified trade and bills receivable that are held
within a business model both to collect cash flows and to sell
upon transition to financial assets at fair value through other
comprehensive income.

The Group’s unlisted equity investments represented investments
in unlisted private entities established in the PRC. These unlisted
entities are principally engaged in research and development,
distribution and related operations of pharmaceutical products. The
above equity investments were classified as financial assets at fair
value through profit or loss as they were held for trading.

Financial products at fair value included structured deposits entered
into by the Group with banks and financial institutions. These
structured deposits (where the effect of structured element is not
material) are designated as financial assets measured at fair value
through profit or loss.

As at 31 December 2021, the Group had pledged bills receivable, at
fai value of HK$52,988,000 (2020: Nil) to secure the bills payable (Note

27).
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22, HfhiiE IEREIEREEE) 22. OTHER CURRENT/NON-CURRENT FINANCIAL

ASSETS (continued)

Particulars of the Group’s principal unlisted equity investments, at fair
value as at 31 December 2021 are as follows:

AREBR -_ZE-—F+-_A=1+—HH
FEFETRRRERE BAREE

236

FTREBIOT ¢

PG £4

IName of unlisted equity
investments

MR ERNR

Place of
registration
and operation

FeRRREAL HEMRNARRE

Fair value at

Percentage the end of
of voting the reporting
power period

HK$000

HEMMR R
KRREBR/(ER) BERRARINRE
Fair value
gain/(loss)
recognised received during
during the the reporting
reporting period period

Dividend

HK8 000 HK$000

Principle activities

BEEZARAA hE/RERY 864% 244618 - - Enfi% ¥R RERHE
Respirent Pharmaceuticals Co,, Ltd. ~ PRG/Mainland China Research and development,
production and sale of
pharmacettical products
IR BEELREER hE/hERY 30.00% 186,114 6375 - EoW% 3R LEREE
EEAULE(ERAH) PRC/Mainland China Research and development,
Jiangxi Jiangzhong Chinese Medicine production and sale of
Industry Investment and pharmacettical products
Development Fund Partnership
(LP)
BRENEERRAR hE/RERY 8.10% 120,882 4,253 - PR ¥R RERHE
Capital Bio Corporation PRC/Mainland China Research and development,
production and sale of
pharmacettical products
HEBREARREANEE hEhE R 8.28% 85,646 2,751 - REAR
(BRa%) PRC/Mainland China Investment holdings
Zhuji Gaote Jia Rui An Investment
Partnership(L.P.)
MITREEEEREaHE hEhE R 12.78% 69,812 257) - REER
(BRa%) PRC/Mainland China Investment holdings
Shenzhen Gaote Jia Rui Bao Investment
Partnership(L.P.)

2021 FH | EHBEEEBRLA
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23. HfhEiREVEE 23. OTHER NON-CURRENT ASSETS
BT JBHTFT
HK$’000 HK$'000

U B - BB MR EIRE  Deposits for acquisition of property,

plant and equipment 493,601 247,778
R EERS Deposits for acquisition of intangible assets 131,599 27,406
REAEUGRIA Long-term receivables 1,327,643 1,149,894
LEER W t44) Entrusted Loan (Note 44) - 867,357
AR EFIE Prepayments for investment - 45,907
Hth Others 21,887 30,280
1,974,730 2,368,622

24. B8 24. INVENTORIES
2021 2020
BE¥TIT BT T
HK$’000 HK$'000
R Raw materials 2,610,159 2,694,009
BEME Packaging materials 30,416 24,224
R Work in progress 1,774,903 1,438,982
SRR Finished goods 25,272,514 20,427,546
29,687,992 24,584,761
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25. B REMEKRIEA 25. TRADE AND OTHER RECEIVABLES
2021 2020
BYTT BT T
HK$°000 HK$'000
FEWERE Bills receivable 1,135,832 703,357
BHEE Contract assets 30,029 =
& S REWGRIA Trade receivables 68,144,016 59,617,016
B Impairment allowance (2,137,238) (1,692,829)
66,006,778 57,924,187
S EC Prepayments 4,300,688 3,737,216
HAbEUGRIA Other receivables 6,494,840 5,570,605
ERHE Impairment allowance (355,487) (232,383)
6,139,353 5,338,222
77,612,680 67,702,982

AEE—RAEESEFLETFNTI0E
180KMEEH - WAIMBRERFBE
BHEREIGSK  MEARTEER
FHESHERBEERMT - BKREE
HHEAR N F30E 180K °

AEENE S ERZFERERKRASE
BRWBAR - AEDE  BEQA -
—XRARK B RA BB E QR RIEE
FRRR BRI D 5 BB 235,574,000
T(ZE T F : B%220,302,000
JC) ~ B¥645,000L(ZE_FF  E
¥407,0007T) * ##51,354,0007C(=
T T F : B¥41,330,0007T) B
#177,218,000C(ZE =T F : B
154,584,0007T) & & ¥57,120,0007C
(ZZ =4 : #¥E43,577,0007T) * %
SRERAEEREERPIREAEM
EEEREE -

02115 FR | EHEEEEARLA

The Group generally allows credit periods ranging from 30 to 180
days to its trade customers, which may be extended to 365 days for
selected customers depending on their trade volume and settlement
terms. The bills receivable generally have maturity periods ranging
from 30 to 180 days.

Included in the Group’s trade receivables are amounts due from the
Group’s fellow subsidiaries, joint ventures, associates, associates of a
fellow subsidiary and non-controlling shareholders of HK$235,574,000
(2020: HK$220,302,000), HK$645,000 (2020: HK$407,000),
HK$51,354,000 (2020: HK$41,330,000), HK$177,218,000 (2020:
HK$154,584,000) and HK$57,120,000 (2020: HK$43,577,000),
respectively, which are repayable on credit terms similar to those
offered to the major customers of the Group.
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25. BHRHEMEWRIAGE) 25. TRADE AND OTHER RECEIVABLES (continued)
RZE-_—FR-_ZFT_FTF+_-H4 An ageing analysis of the Group’s trade receivables, net of loss
=+—H  AEEEREZAHINRES allowance, based on the invoice date at 31 December 2021 and 2020
BREEZENE S EWRGEMNRR D T is as follows:

T~
2021 2020
BT JEBT T
HK$’000 HK$'000
0E30K 0 to 30 days 16,073,144 13,467,276
31E60K 31 to 60 days 10,701,002 10,049,417
61E90K 61 to 90 days 7,548,790 6,775,877
91£180K 91 to 180 days 16,142,140 14,855,296
1812 365K 181 to 365 days 12,463,039 10,115,177
HBid1F Over 1 year 3,078,663 2,661,144
66,006,778 57,924,187
R FR_ZT_ZTF+_-HA An ageing analysis of the Group’s bills receivable, based on the issue
=+—0 AEBEKEREEEAS date, at 31 December 2021 and 2020 is as follows:
KIEREC DATIAT -
2021 2020
BT JEBT T
HK$’000 HK$’000
0E30K 0 to 30 days 121,807 107,451
31E60K 31 to 60 days 127,233 122,936
61E90K 61 to 90 days 102,396 85,775
91£180K 91 to 180 days 784,396 387,195
1,135,832 703,357
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25. BHR AW R ()

BRI 5 2 A RO L
BB

25. TRADE AND OTHER RECEIVABLES (continued)

The movements in the loss allowance for impairment of trade and
other receivables are as follows:

2021 2020

BETFIT JEMFoT

HK$’000 HK$'000
BHEKRRIE Trade receivable
REH At beginning of year 1,692,829 832,206
FENAT U el mifisERIeE  Amount written off as uncollectible (43,113) (30,022)
BEEE  FENE7) Impairment losses, net (Note 7) 455,813 780,417
iE A% Exchange realignment 31,709 110,228
RER At end of the year 2,137,238 1,692,829
Hth BB R IR Other receivables
REA At beginning of year 232,383 159,463
EAr e ifsERI S8 Amount written off as uncollectible (2,032) (16,289)
REESE - FRWTAE7) Impairment losses, net (Note 7) 101,123 70,011
HE 34, B Exchange realignment 24,013 19,198
RER At end of the year 355,487 232,383

B I REFRBESN TN ERE BB
AR EEREMETAAERHEES
18 o R TIIREARBURANERT
RE P 5 #HE 5 R U IBEBRER 2T
MatE - SHERBREIRINEER 8%
REKRHREAHISHEBEES
1 RN R AR R ERR IR RI &
BRAISEER o

02115 FR | EHEEEEARLA

An impairment analysis on trade receivables is performed at each
reporting date using a provision matrix to measure expected credit
losses. The rate is based on the ageing of the trade receivables due
from various customer segments with similar patterns. The calculation
reflects the probability-weighted outcome, the time value of money
and reasonable and supportable information that is available at the
reporting date about past events, current conditions and forecasts of
future economic conditions.
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25. TRADE AND OTHER RECEIVABLES (continued)

Set out below is the information about the credit risk exposure on the
Group’s trade receivables using a provision matrix:

As at 31 December 2021

IRE#E FHEHEBR

Gross carrying Expected credit

amount losses

BYTT BYTT

HK$’000 HK$’000

TR EEEIER EETE Individual evaluation of expected credit losses 1,218,387 731,617
miBEERKAS TN Assessment of expected credit losses by credit

TEHAE B g8 risk portfolio 66,925,629 1,405,621

68,144,016 2,137,238

PIE 1¥2% 2E3F Bi@sE

Less than
1year 1to2years

2to 3years Over 3 years

BHEEERE Expected credit loss rate 0.40% 10.75% 42.58% 100.00% =
REBECFETFT) Gross carrying amount (HK$'000) 62,718,212 2,762,372 1,022,381 422664 66,925,629
EHEEFE(FETT)  Expected credit losses (HK$000) 250,748 296,829 435,380 422,664 1,405,621

RZZEZZEF+=-A=+—H

As at 31 December 2020

BRE#E(E AR EEE1E

Gross carrying Expected credit

amount losses

BT T BT T

HK$’000 HK$'000

EHEEEEM EIE TG Individual evaluation of expected credit losses 680,557 245,630
miREERRAS T Assessment of expected credit losses by credit

TEHREEEE risk portfolio 58,936,459 1,447,199

59,617,016 1,692,829

DIE 1226 2E3F HRIB3E
Less than
1 year 1102 years 2to3years  Over 3years
BHEEERE Expected credit loss rate 0.46% 17.44% 43.10% 100.00% =
EELECEEFT) Gross carrying amount (HK$'000) 55,085,936 2,634,551 844,995 370,977 58,936,459
BHEEBBOEETT)  Expected credit losses (HK$'000) 252,521 459,520 364,181 370,977 1,447,199
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25. BEHRHEMEWRIAGE) 25. TRADE AND OTHER RECEIVABLES (continued)
T —HEWIER ] K EIERE In determining the recoverability of a receivable, the Group considered
rEEgZREHBANGRAMRIEN whether there had been adverse change in the credit standing of the
PRUEEEZAURER BB LETHE debtors from the date credit was initially granted. The concentration
B R AEENEPHERIEZEER of credit risk was limited as the Group’s customer base comprised of
F WEERBREFREEER - XA a large number of customers. The directors of the Company believed
EERA  BANCEFEMBRESF that there was no further credit provision required in excess of the
EHBER RIRE —SIELBREERE allowance for doubtful debts already provided for in the consolidated
1 o financial statements.

RZEZ—F+ZA=+—8 K% As at 31 December 2021, the Group had pledged trade and
H 2 HERE S EBGRIE R ERREE bills receivables of HK$0 (2020: HK$112,497,000) to secure
o (ZE=ZF : H¥112,497,000 certain bank borrowings (Note 29), and pledged bills receivable of
7o) AERETRTEREIFE29) - 2 HK$492,740,000 (2020: HK$1,384,658,000) to secure the bills
A E IR A 16492,740,0007T (= payable (Note 27).

T T ¢ 151,384,658,0007T) ¢ LA

ERENERF5E27) o

2. CERBRTER HeRBe 26. PLEDGED BANK DEPOSITS/CASH AND CASH

FED EQUIVALENTS
2021 2020
BT JBMF T
HK$’000 HK$'000
He MIRTTAE R Cash and bank balances 25,327,765 17,723,427
e Less:
BREMNERNDIEMRTT Pledged bank deposits for bills payable
T 4,356,098 4,089,930
BRERRRIEELH Guarantee deposits and other restricted
—EAMEMZREHFER  deposits with original maturity less than
three months 12,751 -
EREZFEERREEBB  Guarantee deposits and other restricted
=EAMEMZREHTFR  deposits with original maturity more than
three months 3,445,782 2,402,000
EHRPRITIF B Total pledged bank deposits 7,814,631 6,491,930
RERBSEFED Cash and cash equivalents 17,513,134 11,231,497
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BEMETER He&RHBEE® 26. PLEDGED BANK DEPOSITS/CASH AND CASH
FED &) EQUIVALENTS (continued)
AREBIRITFNBIEBE2,074,277,978 Included in the Group’s bank deposits of HK$2,074,277,978 (2020:
TL(ZZ=TF « B12,314,760,3957T) HK$2,314,760,395) are time deposits with original maturity more than
REBAR=EARE—FARHNT three months but less than one year, which carry interest at market
HATFF N F2.25% F4.20%(—F = rates ranging from 2.25% to 4.20% (2020: 1.30% to 4.18%) per
TF  1.30%%E4.18%) KI5 F FIEEt annum. These bank deposits can be withdrawn at any time at the
B o ZERITERURNEMRREBAE Group’s discretion without penalty.
B BB R BA TSR o
HE_T-—F+=-A=+—H8 &% Bank balances of the Group carried interest at market rates ranging
BMIRITERIZN F0%ZEL.20%(ZF from 0% to 4.20% (2020: 0% to 4.20%) per annum as at 31
ZEF  0%E4.20%) KT 5 F F K5 December 2021.
E\ o
HE_Z-_—F+-_A=+—H &% Pledged bank deposits of the Group represent deposits pledged to
BEEFRITERIEAEREITAE banks to secure banking facilities including bills payable and carrying
(BEEMER MERTRITOER - interest at market rates ranging from 0.30% to 3.80% (2020: 0.30%
BN T0.30%E3.80% (= F =FF : to 3.85%) per annum as at 31 December 2021,
0.30%%3.85%) T HF FI TS °
HoRHAMEMRIE 27. TRADE AND OTHER PAYABLES
2021 2020
b= BYTT JBEFoT
Note HK$’000 HK$'000
B SR Trade payable () 37,641,202 31,124,280
EREE Bills payable (@) 14,631,645 14,477,812
[EstE® Accrued salaries 2,881,432 2,228,579
FERTFIE Interest payable 113,939 108,240
HAbfETEIE Other tax payables 822,688 766,243
A 1~ FRIH Other payables 18,825,417 16,957,675
JERHRE X Refund liabilities 48,100 22,918
FLUCEE T A A Ay Payable for acquisitions of subsidiaries
JERTFRIA 586,917 710,257
75,551,340 66,396,004
Hiat - Note:
(8) EBESMTFIEEAHENTFI0E0X (@)  The average credit period for purchases of goods range from 30 to

ERNEEEEN TI30E180KH HAMR -
R-B-—F+-A=+—0 A&£E
7 #10,746,527,0007t (T =T ¢
H£14,112,454,0007T) H fE T 2% i
AEE R4 E A B E52,088,0007T

90 days. The bills payable have maturity period ranging from 30 to
180 days. As at 31 December 2021, the Group’s bills payable of
HK$10,746,527,000 (2020: HK$14,112,454,000) were secured by the
Group's bills receivable, at fair value of HK$52,988,000 (2020: Nil) (Note
22), the Group’s bills receivable with an aggregate carrying amount of
(ZZ222F : BB T L) (HE22) MR HK$492,740,000 (2020: HK$1,384,658,000) (Note 25) and pledged
AR BEFHEREKRE  @FEEEES bank deposits of HK$4,356,098,000 (2020:HK$4,089,929,000) (Note
HEH#492,740,000(ZF = F : B¥ 26).

1,384,658,0007T) ({31 26) 8 FE W SR 15

K ##4,356,098,000C(ZF ZFF -

75#4,089,929,0007T) (M #26) &) 2

WIRITFFRPIIEAR -
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27. B REMEMNRIEAGE) 27. TRADE AND OTHER PAYABLES (continued)
AEBEENZER AN EMNE SFIEN An ageing analysis of the Group’s trade payables, based on the
BRECHITEAT invoice date, is as follows:

2021 2020
BETFIT B TT
HK$’000 HK$'000
0Z 30K 0 to 30 days 19,763,219 17,005,465
31ZE60K 31 to 60 days 7,275,129 5,911,357
61E90K 61 to 90 days 2,855,637 2,438,860
3OO0 H Over 90 days 7,747,217 5,768,598
37,641,202 31,124,280
AEEENFY B ANENZERORR An ageing analysis of the Group’s bills payable, based on the issue
DT ¢ date, is as follows:
2021 2020
BETIT BT T
HK$’000 HK$'000
0£30K 0 to 30 days 1,156,647 1,922,614
31260k 31 to 60 days 3,031,932 3,039,488
61Z290K 61 to 90 days 2,559,597 2,889,382
HiE90H Over 90 days 7,883,469 6,626,328
14,631,645 14,477,812
28. S¥IARE 28. CONTRACT LIABILITIES
2021 2020
BEYTFIT JBMEF T
HK$’000 HK$'000
B EFREBERR Short-term advances received from customers
EmiHE Sale of goods 3,556,951 2,477,763
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29. SRITER 29. BANK BORROWINGS
2021 2020
BY¥TFIT JBEMEF T
HK$’000 HK$'000
RITER Bank borrowings
HEH Secured 110,214 101,050
EiS v Unsecured 50,557,736 36,148,242
50,667,950 36,249,292
JEEEBREEEREE Carrying amount repayable
ERE) (based on scheduled repayment terms):
—F LR Within one year 46,544,446 35,457,220
—F LA L ELRRE More than one year, but not more than
two years 2,553,283 792,072
RE EBDRAF More than two years, but not more than
five years 1,570,221 -
50,667,950 36,249,292
B mEBAEE TR Less: Amount due shown under current liabilities:
EIEe%E
—F ARSI E] Due within one year (45,655,601) (35,302,759)
—FURBEINEEZESK  Due within one year and contain a repayment
BRI on demand clause (888,845) (154,461)
(46,544,446) (35,457,220)
JEREBBEE TR Amount due after one year shown under non-
R—F RIS current liabilities 4,123,504 792,072

AEBEETRITEFRATIISEME
&

Certain of the Group’s bank borrowings were secured by:

2021 2020

BETIT BT T

HK$’000 HK$'000

FEREEEWF17@) Right-of-use assets (Note 17(a)) 76,742 10,987

BF W aE15) Buildings (Note 15) 271,097 59,573
ZZREWFEREKREE  Trade and bills receivables (Note 25)

(H1:#25) - 112,497

347,839 183,057

AEEZEFRBITERLETEFEE
HOFHERFFED R E2.46% (=
TZTF  3.19%) 3. 70%(ZZE=F

F:3.74%) °

The average effective interest rates of the Group’s floating rate bank
borrowings and fixed rate borrowings were 2.46% (2020: 3.19%) per
annum and 3.70% (2020: 3.74%) per annum, respectively.
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30. BfiEH 30. BONDS PAYABLE

2021 2020
B¥TIT BT T
HK$°000 HK$'000
BEH1 (W ita) Bonds 1 (Note a) - 4,824,692
&%2(K1itb) Bonds 2 (Note b) 1,249,286 1,215,729
&53(H/7tc) Bonds 3 (Note ¢) 3,114,803 =
4,364,089 6,040,421

FEfS£58 Amount repayable:
—F AR Within one year 1,306,364 4,824,692
FE_FERF In the second to fifth years 3,057,725 1,215,729
4,364,089 6,040,421

Mita: R=ZF—NFNA=1++H ZHEHE
FER 7 TAB % B A A R #2,000,000,000
TCRIERARIE LT E S ([E51)) - EF
187 EEAARKEI00T @ HEEFF
F4.21%718 - BEHF1IER=ZF=—F/
A=++tHZH - EF18FTERAA
R#6,312,0007T -

R=ZF—-NF+—HARH EFEE
R B EA R K100 # —#
FTH S EBAR2,000,000,000T
AR FAIE LT BT - IH BT FFE
4.04%518 o ZiEE—HFETEFIR=
E-—F+—HAAPHE - EFIHEF
TEHAARE#6,312,0007T °

Blib: R—FE—NFRAA-1+—H EEELH
R IZ A (BT EA R M 1007 7T/ %
AN EH1,000,000,000T 4 4 15 #7
HLTES([EF2))  HEEFFER
3.78%;1E o BHEOHR -_FE-_—4F7
A=+ A I o FH2MFTEF 5
A BR#870,0007T -

WiiFe. R=ZEF=Z—FNA=+—H  ZEHEE
HREFHEEARKI100T EiT#8E
AN E#2,600,000,0007T 4 2 H# #7
FEETIES([1EF3))  BIEEEFE
3.50%518 ° EHRIFER=-F —HFN
A=+ =HFHE - EFME7TEH 5
A BR#7,640,0007T °

02115 FR | EHEEEEARLA

Note a:

Note b:

Note c:

On 27 August 2018, CR Pharmaceutical Holdings issued unsecured
non-listed bonds in an aggregate amount of RMBZ2,000,000,000
(“Bonds 1”). Bonds 1 were priced at par at RMB100 each, carrying
interest of at a fixed rate of 4.21% per annum. Bonds 1 matured
on 27 August 2021. The issue fee of Bonds 1 amounted to
RM6,312,000.

On 5 November 2018, CR Pharmaceutical Holdings further
issued unsecured non-listed Bonds 1 in an aggregate amount of
RMBZ2,000,000,000 at par at RMB100 each, carrying interest at a
fixed rate of 4.04% per annum. The further issued Bonds 1 matured
on 5 November 2021. The issue fee of Bonds 1 amounted to
RMB6,312,000.

On 22 May 2019, CR Pharmaceutical Holdings issued unsecured
non-listed bonds (“Bonds 2”) in an aggregate amount of
RMB1,000,000,000 at par at RMB100 each, carrying interest at a
fixed rate of 3.78% per annum. Bonds 2 will mature on 24 May 2022.
The issue fee of Bonds 2 amounted to RMB870,000.

On 21 June 2021, CR Pharmaceutical Holdings issued unsecured
non-listed bonds (“Bonds 3”) in an aggregate amount of
RMB2,500,000,000 at par at RMB100 each, carrying interest at
a fixed rate of 3.560% per annum. Bonds 3 will mature on 23 June
2024. The issue fee of Bonds 3 amounted to RMB7,640,000.
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30. EfIRE#E 30. BONDS PAYABLE (continued)
ZEBFRBE_ZE-_—FR-Z=Z The movements of these bonds during the years ended 31 December
F+-_A=+—BHULFENESHHYIN 2021 and 2020 are set out below:

T
2021 2020
BYTIT BT T
HK$’000 HK$’000
REYHEREE Carrying amount as at the beginning of the year 6,040,421 7,952,398
HEZEITESFKES Proceeds received from issued bonds
FriS 38 2,995,750 =
ER Repayment (5,033,816) (2,262,869)
FERTFIE Interest accrued 250,336 99,351
P AR Exchange realignment 111,398 251,541
RERNREE Carrying amount as at the end of the year 4,364,089 6,040,421

31. EERIA 31. DEFERRED TAX
BIEFBREE Deferred tax assets
R-E-_—F+_-_A=+—HBEK=-_ZT= Details of deferred tax assets as at 31 December 2021 and 31
EFE+ A=+ RELEHBEENF December 2020 are as follows:

BT -

RERE RAER BWEREHRA HRRR Rft

Impairment Provision Lease
of assets Taxlosses  and accruals liabilities Others
ERTT V-l aw V-l aw ERTT ERTT BRTT
HK$'000 HK$000 HK$000 HK$000 HK$000 HK$000

RZBZ-5-A-A At 1 January 2021 481,139 63,064 321,446 32,066 60,137 969,852

ERREABERAGR)/  Defered tax (charged)credited to
HANBTERE 212 the consolidated statement of

profit or loss during the year (Note 12) 201,338 2,151 68,749 (12,233) 36,538 296,543
WENBAR W2 Acquistion of subsidiaries Note 3§ 46,679 - - - - 46,679
HERBAR W39 Disposal of subsidiaries Mote 39) (10,968) - - - = (10,968)
EHRE Exchange realignment 4,145 373 2,268 114 553 7453

RZEZ—F+ZB=+-BZ Gross deferred tax assets at
ELfREELS 31 December 2021 728,333 65,588 398,463 19,947 97,228 1,309,559
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31. BERIAGE) 31. DEFERRED TAX (continued)

BIEFRRIRNEE ) Deferred tax assets (continued)

TEBE i i

Impairment Provision Lease

of assets Taxlosses and accruals liabilities Others

BRI BRI BRI BRI BRI BRI
HK$ 000 HK$ 000 HK$ 000 HK$'000 HK$ 000 HK§000

R-Z-%5-f-H At 1 January 2020 343,360 177,429 260488 35,806 38,965 856,088

ERMRABRZAGR)/  Defered tax (charged)/credited to
TANELEHE W21 the consoldated statement of

profit or loss during the year (Note 12) 114,555 (118,128) 47,404 (5,670) 17,507 55,758
WENBRA M) Aoquiston of subsidiaries Note 3§ 181 = = - . 181
B8 Exchange realignment 29,043 3,763 19,504 1,880 3,585 57,825

WIZZEFTZA=+-HZ Gross deferred tax assets at

BEREEELE 31 December 2020 487,139 63,064 327,446 32,066 60,137 969,852
BEREAR Deferred tax liabilities
RZE-_—F+-_A=+—HBEK=ZF— Details of deferred tax liabilities as at 31 December 2021 and 31
TFE+ A=+ HELEHEEENF December 2020 are as follows:
BT
KRERELR
FrEEMARRE
WRER e
Fair value
adjustment arising
Revaluation from acquisition
of properties of subsidiaries Others
ERTT BT ERTT ERTT
HK$'000 HK$'000 HK$'000 HK$'000
RZB--F-f-H At 1 January 2021 469,395 1,099,725 99,751 1,668,871
FRMGABERREA2ENERAT  Deferred tax charged/(credted) to the consolidated
B/ Gt VRERERB 12 statement of proft or loss and consolidated
statement of comprehensive income during the
year Note 12) (12,673) (80,722) 16,743 (76,652)
VBB AR W28 Acquisition of subsidiaries Note 38) - 323,546 - 323,546
HEMBRA 39 Disposal of subsiaries (Aote 39 - 81 - (81)
EHAE Exchange realignment 13,216 33,532 2,902 49,650
RZZ=-F+ZA=1-A At 31 December 2021 469,938 1,376,000 119,396 1,965,334
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Deferred tax liabilities (continued)
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—F+=-A=+—H 31 December 2021
31. DEFERRED TAX (continued)

YR AR
FREEEH)
MEBE AR EEHE
Fair value
adjustment arising
Revaluation from acquisition
of properties of subsidiaries
BEFT BT BEFT BT
HK$'000 HK$'000 HK$'000 HK$'000
RZZ-ZF—-A—H At 1 January 2020 414,989 1,017,728 73,856 1,506,573
FRRGAEER LA S Deferred tax charged/(credited) to the
A& A%,/ (GHA)  consolidated statement of profit or
MEER B (32 12) loss and consolidated statement of
comprehensive income during the year
(Note 12) 26,760 (79,351) 19,894 (32,697)
WEMBAR(I#38)  Acquisition of subsidiaries (Note 38) - 98,655 - 98,655
HEMBAR(#77239)  Disposal of subsidiaries (Note 39) = (1,788) = (1,788)
B A Exchange realignment 27,646 64,481 6,001 98,128
MZZZTF+ZA=1— At31 December 2020
= 469,395 1,099,725 99,751 1,668,871
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31. BEERRAGE) 31. DEFERRED TAX (continued)

BERIBEAE ) Deferred tax liabilities (continued)
R=_=FE-_—F+=-_A=+—8 " The Group had unused tax losses of HK$2,708,175,000 (2020:
AEBBHKREKIDHRE Eﬁ BAEBE HK$2,107,948,000) as at 31 December 2021. Deferred tax assets
2,708,175,0007L(=ZZE =% ¢ D have been recognised in respect of tax losses amounting to
2,107,948,00070) e R=ZZE——F+= HK$366,303,000 (2020: HK$363,130,000) as at 31 December 2021.
A=+—8 &x5&H E‘JE 5FR HE B Deferred tax assets have not been recognised in respect of the
#366,303,000C(Z T =FF : BHE remaining tax losses of HK$2,341,872,000 (2020: HK$1,744,818,000)
363,130,0007T) B MERIELERIIBEE © due to the unpredictable profit stream as at 31 December 2021.
RZEZ—F+ZA=+—8 " #T Included in the unused tax losses was a loss of HK$317,046,000
M TEE 18882, 341,872,000 0 (=& (2020: HK$332,708,000) at 31 December 2021 that may be carried
ZEE : BH1,744,818,00070) R R forward indefinitely. Other tax losses will expire in the following years:

REFREEETED - W RERTIM
BFHBELEE R_T-_—F+_-A4
=+—H8 XENBEESETBREEBRE
7E#5317,046,0007 (ZE —FF « B
332,708,0007T) AJ £ [R HR4E S o EL 7R
BEERBENATEEEm

2021 2020

BT BT
HK$°000 HK$'000
T 2021 - 155,572
B4 2022 86,530 121,735
—E-=4F 2023 56,020 145,566
—E U 2024 285,370 395,037
“E-REF 2025 440,816 594,200
—ERF 2026 1,156,090 -
2,024,826 1,412,110
BB TANIEE REERIEE E K E Deferred tax assets have not been recognised in respect of the
R following items:
2021 2020
BT B TFT
HK$°000 HK$'000
AT E R =5 Deductible temporary differences 1,852,773 1,401,155
REBHIEE R Unused tax credits 2,341,872 1,744,818
4,194,645 3,145,973
B Laiig B AR E T IE & R Deferred tax assets have not been recognised in respect of the above
R RAAHWR BT KA FLER items as it is not considered probable that taxable profits will be
Fim AP AR I E B A/IER o available against which the above items can be utilised.
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31.

B SEWRIR (A7)
SR B LI £ )

RIBFBEEEMSHUE - R EAHAK
T2 NERERIEREETIKZBE
ARBBI10%EHNH - FAREE-F
ENF-A—HREN LEAR-Z
ZLF+ A=+ —BRRELZEFN -

fieh o B b RSB 4% 3 P A ME R
Z TR BRIG IR - AIPHREIERR R &%

WIBFNH - NEE 2 BERARE K%K
10% ° At - AEBEAGRNHEAHAK
YZMBARME _ETNF-A—H
RELZ B DK R BH TR o

 E_E-_—F+_A=+—8 &%
B R 35 72 P B K BE AR S B9 T B E AR AR
MBI AERAREEH - £2F
&R @ BLEFAREABRLARKR
AAJREDBLELINE - BE-_T——F
+ A= + = EﬁirﬁﬂiﬁﬁwLﬁﬁ%
BERNRREALTFRRNEERBNE
B2 RAAEEL) A75118,813,481,000
TT(ZZE -4 : ##15,267,956,000
JL) °

31.

RE MR ME

Notes to Consolidated Financial Statements

T —F+—-F=+—H 31 December 2021
DEFERRED TAX (continued)

Deferred tax liabilities (continued)

Pursuant to the PRC Corporate Income Tax Law, a 10% withholding
tax is levied on dividends declared to foreign investors from the
foreign investment enterprises established in Mainland China. The
requirement is effective from 1 January 2008 and applies to earnings
after 31 December 2007. A lower withholding tax rate may be applied
if there is a tax treaty between Mainland China and the jurisdiction of
the foreign investors. The applicable rates for the Group are 5% or
10%. The Group is therefore liable for withholding taxes on dividends
distributed by those subsidiaries established in Mainland China in
respect of earnings generated from 1 January 2008.

At 31 December 2021, no deferred tax has been recognised for
withholding taxes that would be payable on the unremitted earnings
that are subject to withholding taxes of the Group’s subsidiaries
established in Mainland China. In the opinion of the directors, it is not
probable that these subsidiaries will distribute such earnings in the
foreseeable future. The aggregate amount of temporary differences
associated with investments in subsidiaries in Mainland China for
which deferred tax liabilities have not been recognised totalled
approximately HK$18,813,481,000 at 31 December 2021 (2020:
HK$15,267,956,000).

China Resources Pharmaceutical Group Limited | Annual Report 2021

251



252

ma

B % R AR M RE

Notes to Consolidated Financial Statements
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32.

BRFTRFISRIE 32. DEFINED BENEFIT OBLIGATIONS
AR B AR B R BE IE B RS IR AT IR The Group provided supplementary retirement benefits to its normal
REVE B IRHEARREF - @A retired or early retired employees in Mainland China, which are
BB ENET S - WES TR BSAR considered to be defined benefit plans, and recognised a liability
RTERABESEBNEERANES for the unfunded employee benefit obligations in the consolidated
HEE  BBOT : statement of financial position as follows:
2021 2020

BY¥TFT JBEMF T

HK$’000 HK$'000
BRINEREBIRE Present value of defined benefit obligations 1,125,888 1,086,061
RERES Long-term dismissal benefits 33,942 17,784

1,159,830 1,103,845
D ARERE D RIS Portion classified as current portion 71,397 71,378
JERNHAES > Non-current portion 1,088,433 1,032,467
BERREANTEAFEBRRET ¢ The principal actuarial assumptions used as at the end of the

reporting period are as follows:

2021 2020

BY¥TFT JBEMEF T

HK$’000 HK$'000

BHIE (%) Discount rate (%) 2.75%-3.50% 3.25%-3.75%

TEARBERE R (%) Expected rate of separation (%) 0.00%-1.00% 0.00%-1.00%
AREZSMEBRKEH  Expected rate of future pension and health care

TEHAE R (%) increase rate (%) 4.00%-8.00% 4.00%-8.00%
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32. DEFINED BENEFIT OBLIGATIONS (continued)

A quantitative sensitivity analysis for significant assumptions as at the
end of the reporting period is shown below:

BHRTIRE BT
BRE(%) 8/ (#D) D% (%) axam
Increase/

(decrease) Increase

in defined in defined

Increase in benefit Decrease in benefit

rate(%) obligations rate(%) obligations

JBEFT JBMFT

HK$'000 HK$'000
ZBC-f§ 2021

i3 R Discount rate 0.25 (24,579) 0.25 33,179
e e 23 2020

i3 Discount rate 0.25 (30,094) 0.25 31,634

A ESREMAS TIRIBER — 7R/
ZIDER R N ERE IR A AR
RERBLERECMERARENES
EENTE - BRUIMERERRR
BB - WRFFATARMBRIE - &
BT A BEARR BB R FHY
BB REARRRE(CEBELN
ATREIEEN -

ZatEIES HHERKRT RN E N
T~

The sensitivity analysis above has been determined based on a
method that extrapolates the impact on defined benefit obligations
as a result of reasonable changes in key assumptions occurring at
the end of the reporting period. The sensitivity analysis is based on
a change in a significant assumption, keeping all other assumptions
constant. The sensitivity analysis may not be representative of an
actual change in the defined benefit obligations as it is unlikely that
changes in assumptions would occur in isolation of one another.

The total expenses recognised in the consolidated statement of profit
or loss in respect of the plan are as follows:

2021 2020

BETIT JEMF T

HK$’000 HK$'000

B A BRS A A Current service cost 8,034 471,397
B RIS A Past service cost 6,754 10,822
FBBA (B 528) Interest cost (Note 8) 33,641 18,686
BFF S F5E Net benefit expenses 48,429 500,905
RITE AT 7R Recognised in administrative expenses 14,788 482,219
R ELE A FER Recognised in finance costs 33,641 18,686
48,429 500,905
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—T-_—%+—-A=+—H 31 December 2021
32. BRFIRFISRIE (I8

RAENEFREZESOT

32. DEFINED BENEFIT OBLIGATIONS (continued)

The movements in the present value of the defined benefit obligations
are as follows:

2021 2020

BYTT JBEMT T

HK$’000 HK$'000
n—H—H At 1 January 1,086,061 581,071
B ATARTE A AN Current service cost 8,034 471,397
B RRISAA Past service cost 6,754 10,822
FEBAR Interest cost 33,641 18,686
TEEE () Actuarial loss/(gain) 27,106 (19,001)
B Benefit paid (67,702) (39,160)
PE AR Exchange realignment 31,994 62,246
R+=ZA=+—H At 31 December 1,125,888 1,086,061

HEHREKREFEBH TR A9
EF(CTE-TF  9F145F) o

33. Hfti3FRERR

The average duration of the defined benefit obligations at the end of
the reporting period is 9 to 22 years (2020: 9 to 14 years).

33. OTHER NON-CURRENT LIABILITIES

2021 2020

BY¥TFT BT T

HK$’000 HK$'000

BUSHEEN0) Government grants (j) 890,778 651,442
Hib Others 197,832 206,372
1,088,610 857,814

(i) REFRA - KEE E BT EPTHERE B
242,772,000T (= FE=FF : FE
91,676,0007T) BIEFT#EE) + FARABA
EEHERETHEFLORBEYE -
BERREIEEFE - XEBRFE
HARGE BB - WHERE R
BEMAEFEHAGHERER
o RER - REBRIEZ HRENE
107,395,000L (ZE=FF : BI
64,040,0007T) B9B TR

2021 FH | EHBEEEBRLA

During the year, the Group received new government grants from
the government authorities amounting to HK$242,772,000 (2020:
HK$91,676,000) to subsidise the construction of certain research
and development centres and the purchases of property, plant and
equipment of the Group. The Group complied with the conditions
attached to the grants as at the end of the reporting period and will
transfer the grants to profit or loss over the useful lives of the related
assets. The Group recognised these government grants in profit or loss
amounting to HK$107,395,000 (2020: HK$64,040,000) during the year.
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—ZET-—F+-H=+—H 31 December 2021

. 3 34. SHARE CAPITAL
B&in Shares
2021 2020
BY¥TFir JBEMFoT
HK$’000 HK$'000
BETRAE Issued and fully paid:
6,282,510,461(ZZ —F4F : 6,282,510,461 (2020: 6,282,510,461)
6,282,510,461) i &3 I ordinary shares 27,241,289 27,241,289
RARRAZEFMEAT - A summary of movements in the Company’s share capital is as
follows:
ERITRENE ;2. 3
Number of
shares in issue Share capital
BT T
HK$'000
RZZEZZTF+=-A=+— At 31 December 2020, 1 January 2021,
H —Z=-—F—H—HK 31 December 2021
—E-—F+=-A=+—H 6,282,510,461 27,241,289
Dikin BRI 35. SHARE-BASED PAYMENTS
AEE 2 HBA BT REELH R Jiangzhong Pharmaceutical, a subsidiary of the Group, operates a
mEREEEI((ZET 2] - B EMmEIIH restricted share incentive scheme (the “Scheme”) for the purpose
B SR IEL B2 A BER S HE of providing incentives and rewards to eligible participants who
RHEE RO - ZE NS BRSH contribute to the success of Jiangzhong Pharmaceutical’s
HREIPRENSEERES - operations. Eligible participants of the Scheme include Jiangzhong

Pharmaceutical’s directors and employees.

China Resources Pharmaceutical Group Limited | Annual Report 2021

255



256

RE WIS IRRME

Notes to Consolidated Financial Statements

—E-—F+-HA=+—H 31 December 2021
35. LR EERNOFARGE

R -—F+—A/\B ' TrARZER
BHETEEBALTRES,734,0000 % R
HIRE D - BRZEBRHIRG BAREE.62
TC MATEZBRFIRPER=2ZE=_—F
+—A=+BBITRER - BEHRG
MEEHAEKRMDELBE24EA - 36
EAK48ER - BERARMHELAM
BAfF  —AFMUEATENE—EXS
B EmEBZEEaRET - B@E
EeETTTEA TP RGTEEER
2 )RR EFEEENZEAHK
DHEENEEERER  ZHz— =
P2 —R=52 —WZBRHIRG & TR
% °

RAERER - REBIBTOFRERD
T

35.

SHARE-BASED PAYMENTS (continued))

Jiangzhong Pharmaceutical granted 5,734,000 restricted shares
at RMB6.62 for each restricted share to certain eligible individuals
on 8 November 2021 and all the restricted shares were issued and
recoded on 30 November 2021. The lock-up period of the restricted
shares shall be 24 months, 36 months and 48 months after the
share record date. The unlocking dates are the first trading day after
the second anniversary, third anniversary and fourth anniversary of
the share record date, upon which and subject to the satisfaction of
the unlocking condition, being (a) the business performance target
of Jiangzhong Pharmaceutical determined and assessed by the
board of directors; and (b) the performance appraisal result of the
eligible participants of the Scheme determined for the corresponding
assessment year, one third, one third and one third of the restricted
shares shall be unlocked.

The following restricted shares were outstanding under the Scheme
during the year:

R—H—H As at 1 January =
FARE Granted during the year 5,734,000
FRRK Forfeited during the year =
FANHE Vested during the year =
W+Z—A=+—H As at 31 December 5,734,000

TRAZEHNZZREBOHEFRTFHEN
NABERREIARERERERER
MTISEREE - BREZTERENT
R 51815 B~ B A AR 19,381,000
T (HRE R A #23,584,0007T) °

RER - UMD AERORETE
A AR1,190,0007T (HHE R
1,434,0007T) * BRIBEFHER °

02115 FR | EHEEEEARLA

The fair value of each restricted share with different lock-up period
at the grant date was determined based on the market price of
the shares of Jiangzhong Pharmaceutical at the grant date. The
fair value of the restricted shares granted under the Scheme was
RMB19,381,000 (equivalent to HK$23,584,000).

During the year, the total amount of share-based payment expense
was RMB1,190,000 (equivalent to HK$1,434,000), which was
recognised in profit or loss.
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6. s HEESEEEHNEMIA 36. FINANCIAL INSTRUMENTS CLASSIFIED AS

EQUITY
BETIT BT T
HK$’000 HK$'000
—E-NFEH 2019 first tranche perpetual
AEERRIEH() corporate bonds (j) 2,230,746 2,230,746
TECTFEH 2020 first tranche perpetual
AIE RN R EH () corporate bonds (i) 1,154,306 1,154,306
(i) R EFEEREELZ S ERE 1] Approved by China Securities Regulatory Commission, CR
R B B G E R B e T =& Pharmaceutical Holdings has completed the issuance of 2019 first
—NFE—HAEHEF=ZF—N tranche perpetual corporate bonds in the PRC (“2019 Perpetual
FRENGEE])  LLHEAEARK Bonds”), with a principal amount of RMB2,000,000,000 with an initial
2,000,000,0005T + BEREFH#Z=F - term of three years, which may be extended for a new term of three
2R B8 B G A B FE RS AT B A4S R B years or repaid in full (together with all accrued interest) at the end of
HER=FHFHATHERCERFE every Interest Term at the election of CR Pharmaceutical Holdings. The
[EGTFIE) o ZE—NEXKBERAIES coupon rate for the 2019 Perpetual Bonds is 3.94% per annum.
HY SR B F| E RS F5.3.94% °
(i) HHEFSREEEEEZEHERE (i) Approved by China Securities Regulatory Commission, CR
R B B iR O R P B ST BT — & Pharmaceutical Holdings has completed the issuance of 2020 first
CEFE—HAEHEEF ([ FE-F tranche perpetual corporate bonds in the PRC (“2020 Perpetual Bonds”),
FRERNGEF])  LLEEARE with a principal amount of RMB1,000,000,000 with an initial term of two
1,000,000,0007T * E i F B G F - years, which may be extended for a new term of two years or repaid in
2R B8 BT B FE RS 5T B BAE R full (together with all accrued interest) at the end of every Interest Term
HE R FHTF R REEECER A at the election of CR Pharmaceutical Holdings. The coupon rate for the
JEFFIE) o —F - TFEKERNFEE 2020 Perpetual Bonds is 3.79% per annum.
H)RE T BFL3.79% °
KAREERAE KEBWESNER The directors of the Company are of the opinion that the Group
BE_T-NEFR-_ZT-_ZTFXERNT has no contractual obligations to repay the principal or to pay any
BHFNARSEREL EMIRN - Eit distribution for both 2019 and 2020 Perpetual Bonds, and therefore,
ZEXKABHEE DB AR - these perpetual bonds should be classified as equity.
FA - PEESEAEENSHT AR During the year, distributions attributable to holders of financial
AEABM161,266,000(ZE=F instruments classified as equity amounted to HK$161,266,000 (2020:
F 1 B#76,581,0007T) ° HK$76,581,000).
DEAETHNERTIARERASEN The financial instruments classified as equity are included in non-
DE R o controlling interests of the Group.
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37. BEEXIEERESMI S B 37. PARTLY-OWNED SUBSIDIARIES WITH

BFMELTE MATERIAL NON-CONTROLLING INTERESTS
TRIRAEEEREARFEERERA The table below shows details of non-wholly-owned subsidiaries of
2 EMB A RIRFS the Group that have material non-controlling interests:
FERERFLAARR
MELFER ERRIREEE RN RRRLA ARFHARRENET) AiERRER
Proportion of ownership
interests and voting rights
Place of incorporation and held by non-controlling Profit allocated to Accumulated
IName of subsidiaries principal place of business interests non-controlling interests non-controlling interests
2021 2020 2021 2020 2021 2020
% % V-l aw BRI ARTT BEFT
HK$000 HK$000 HK$'000 HK$000
Aol BB/ 71.69 7769 410,432 36,224 9,235,203 8,489,192
Dong-E-E-Jiao PRC/Mainland China
EEEE hE/hEA 40.01 40,1 494,968 461800 5399639 4246212
CR Double-Crane PRC/Meainland China
EH=1, hE/HERH 3640 36.40 938,609 676699 7131784 5951750
CR Sanju PRC/Mainland China
ERIPEE RE/RER 49,00 49.00 552,279 457752 5503651 4,727,023
CR Jiangzhong Group PRC/Mainland China
ERHIEE RE/HER 40.00 40.00 56,605 4,178 574,533 488490
CR Hubei Pharmaceutical PRC/Mainland China
EHEREE hE/HERk 3000 30,00 230,401 179,117 858,446 697,056
CR Guangdong Pharmaceutical PRC/Mainland China
D RE/hEA 71.14/59.99 = 47,138 - 6053813 =
Boya Bio-pharmaceutical PRC/Mainland China
A & AR IR s ) AN B E T B Summarised financial information in respect of each of the Group’s
NEZEENTBERBMEFNATX - subsidiaries that has material non-controlling interests is set out
NHIEER B EREFENRE A FIK below. The summarised financial information below represents
SHATADRE o amounts before intragroup eliminations.
E{ofo) Dong-E-E-Jiao
BETT JEFoT
HK$’000 HK$'000
mEVEE Current assets 10,544,905 9,235,720
JEMENEE Non-current assets 3,677,224 3,774,661
MENEE Current liabilities (1,752,891) (1,237,711)
ERBAE Non-current liabilities (244,000) (156,017)
PR R Non-controlling interests (27,302) (54,184)
PR A AEMGREZS  Equity attributable to owners of Dong-E-E-Jiao 12,197,936 11,562,469
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WEEXFEEREEM 37. PARTLY-OWNED SUBSIDIARIES WITH
BoHBEHREBELT (#) MATERIAL NON-CONTROLLING INTERESTS
(continued)
KPR (5F) Dong-E-E-Jiao (continued)
2021 2020
BY¥TFir JEMFoT
HK$’000 HK$'000
W Revenue 4,637,434 3,835,518
X Expenses (4,108,611) (3,789,429)
FRHF Profit for the year 528,823 46,089
SRR A ATE(R ST Profit attributable to owners of Dong-E-E-Jiao 530,662 48,699
TR FE (G 1R Loss attributable to the non-controlling interests (1,839) (2,610)
F A Profit for the year 528,823 46,089
PP AREREM  Other comprehensive income attributable to

2EWE owners of Dong-E-E-Jiao (247) 68
FREMEEKE Other comprehensive income for the year (247) 68
PR E AJEMGEME  Total comprehensive income attributable to

4B RE owners of Dong-E-E-Jiao 530,415 48,767
JEERCIESS FE(E 2 ETTE  Total comprehensive loss attributable to non-

k) controlling interests (1,839) (2,610)
FAEEK =L Total comprehensive income for the year 528,576 46,157
B IS Dividends paid to non-controlling interests 1,452 =
CETEBHPIRSMAER  Net cash inflow from operating activities 3,374,656 900,915
RETHEENRS Net cash outflow from investing activities

T FRE (1,159,805) (1,090,685)
METHWIRSHEFE  Net cash outflow from financing activities (272,744) (342,963)
P ZER Exchange difference (12) 9
BERA/ (L) FeE Net cash inflow/(outflow) 1,942,095 (532,724)
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7. BB EXFEERESED 37. PARTLY-OWNED SUBSIDIARIES WITH

BoHBEWREBELT (#) MATERIAL NON-CONTROLLING INTERESTS
(continued)
EHYR CR Double-Crane
BETIT JBEMT T
HK$°000 HK$'000
mBNEE Current assets 9,200,795 8,079,808
EREEE Non-current assets 7,526,246 6,672,965
BB E Current liabilities (3,340,191) (3,172,424)
JEMBAE Non-current liabilities (573,084) (438,989)
eI Non-controlling interests (698,453) (98,475)

FEHEREAS AJELEZ  Equity attributable to owners of CR Double-
Crane 12,115,313 11,042,885

2021 2020

BY¥TFT JBEMF T
HK$’000 HK$'000

Wz Revenue 10,977,973 9,566,683
5 Expenses (9,806,704) (8,426,529)
FANHEF Profit for the year 1,171,269 1,140,154
FEHEE A AJE(DHEA Profit attributable to owners of CR Double-Crane 1,127,357 1,130,778
IR RE 2 FE (R ) Profit attributable to the non-controlling interests 43,912 9,376
FARFA Profit for the year 1,171,269 1,140,154
EERER AE(REM  Other comprehensive income attributable to

2HEKE owners of CR Double-Crane (7,890) 4,143
IR ERS FE(E 2 M Other comprehensive income attributable to

Weas non-controlling interests (542) 696
FREMEENE Other comprehensive income for the year (8,432) 4,839
EHEBHAE AEGE2E  Total comprehensive income attributable to

W 4a =8 owners of CR Double-Crane 1,119,467 1,134,921
IR ER G R E Total comprehensive income attributable to non-

gyt controlling interests 43,370 10,072
FRN2EN BT Total comprehensive income for the year 1,162,837 1,144,993
B IR RS Dividends paid to non-controlling interests 6,479 120
EEEEMIBSRAFRE  Net cash inflow from operating activities 1,615,603 1,530,138
WEFRSWIESREFEE  Net cash outflow from investing activities (686,527) (470,219)
BEEBMIRSMLIFE  Net cash outflow from financing activities (456,178) (434,438)
MEH ZERR Exchange difference 1,568 (77)
e mAFRE Net cash inflow 474,466 625,404
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WBEEXEERERESED 37. PARTLY-OWNED SUBSIDIARIES WITH
BoHBEWRELT (#F) MATERIAL NON-CONTROLLING INTERESTS
(continued)

EH=h CR Sanijiu

BETIT BB F T

HK$’000 HK$’000
MEEE Current assets 15,262,202 12,980,943
EREEE Non-current assets 14,468,646 13,170,633
MEAEE Current liabilities (9,510,058) (8,668,192)
JEMBAE Non-current liabilities (1,002,726) (778,991)
SEIERR =R Non-controlling interests (526,189) (394,409)
FEBM=NAE AJELREZ  Equity attributable to owners of CR Sanjiu 18,691,875 16,309,984

2021 2020

BETFIT BT
HK$’000 HK$’000

& Revenue 18,458,230 15,341,518
X Expenses (15,951,143) (13,521,845)
FNmF Profit for the year 2,507,087 1,819,673
B = NEAE AFE(GHEA Profit attributable to owners of CR Sanjiu 2,466,160 1,797,129
JEVR AR 25 FE AR 5 T Profit attributable to non-controlling interests 40,927 22,544
FREF Profit for the year 2,507,087 1,819,673
EH=NEE AREREM  Other comprehensive income attributable to

2HEKE owners of CR Sanijiu 6,238 (1,589)
IR R (G At Other comprehensive income attributable to the

Z2EKE non-controlling interests (39) -
FREMEZENE Other comprehensive income for the year 6,199 (1,589)
EHZN%EAE AEEEE  Total comprehensive income attributable to

gtk owners of CR Sanijiu 2,472,398 1,795,540
IR RS FE(E 2 IS Total comprehensive income attributable to

BRE non-controlling interests 40,888 22 544
FRE2ENEEEE Total comprehensive income for the year 2,513,286 1,818,084
B ISR S Dividends paid to non-controlling interests 39,577 26,733
RESTENIR S M AFEE  Net cash inflow from operating activities 2,253,683 2,501,918
WEESWIESMHEFEE  Net cash outflow from investing activities (2,076,381) (741,739)
BEEBMIRSMHIFE  Net cash outflow from financing activities (867,795) (1,652,127)
& ERE Exchange difference (2,782) (5,771)
RBe(rd),/ MAFE Net cash (outflow)/inflow (693,275) 102,281
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7. MAEXFRKERZ D
BIBAMWBLTR (#F)

37. PARTLY-OWNED SUBSIDIARIES WITH
MATERIAL NON-CONTROLLING INTERESTS

262

(continued)

S ThEm CR Jiangzhong Group
2021 2020
BT B TFT
HK$’000 HK$'000
RENEE Current assets 7,755,029 6,458,793
EMEEE Non-current assets 2,616,643 2,961,432
nEBE Current liabilities (2,257,536) (2,192,381)
ERBAE Non-current liabilities (284,890) (243,317)
SRR Non-controlling interests (3,573,196) (3,147,230)

2T R £ @ A AJE(EHEZSEquity attributable to owners of CR Jiangzhong
Group 4,256,050 3,837,297

2021 2020

BYTT JEMF T
HK$’000 HK$'000

Was Revenue 3,708,762 2,859,454
X Expenses (2,983,536) (2,262,363)
FREF Profit for the year 725,226 597,091
ERMTHEERBA AN Profit attributable to owners of CR Jiangzhong

il Group 339,112 273,213
FEITE AR A 2 P A i ) Profit attributable to non-controlling interests 386,114 323,878
F R A Profit for the year 725,226 597,091
EHTHEEBEAE AL Other comprehensive income attributable to

Efhemkes owners of CR Jiangzhong Group (4,552) (1,355)
FREMEEKE Other comprehensive income for the year (4,552) (1,355)
HEMTHREEBEAR AEW  Total comprehensive income attributable to

ER=BEE owners of CR Jiangzhong Group 334,560 271,858
JEERR SRR Total comprehensive income attributable to

Wes4a=g non-controlling interests 386,114 323,878
FAEEK=LERE Total comprehensive income for the year 720,674 595,736
B IR E RS Dividends paid to non-controlling interests 229,227 107,611
EEEEMIBSRA TR Net cash inflow from operating activities 1,080,197 948,384
WETEHMIESRHFEE  Net cash outflow from investing activities (938,528) (1,235,972)
BRI SR 58 Net cash outflow from financing activities (1,127,647) (116,928)
X ZER Exchange difference - (163)
BE L FE Net cash outflow (985,978) (404,679)
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EXIEEREZD 37. PARTLY-OWNED SUBSIDIARIES WITH
i HEMELT (#F) MATERIAL NON-CONTROLLING INTERESTS
(continued)
FERNIEE CR Hubei Pharmaceutical
BT BT T
HK$’000 HK$'000
MEEE Current assets 5,706,648 4,521,636
EREEE Non-current assets 614,034 606,150
BB E Current liabilities (4,804,766) (4,008,657)
ERBEE Non-current liabilities (264,251) (10,211)
IR R Non-controlling interests (149,955) (126,693)
EHBILBEER A Equity attributable to owners of CR Hubei
fE{G Pharmaceutical 1,101,710 982,225

2021 2020

BETFIT BT
HK$’000 HK$'000
W e Revenue 8,658,305 6,922,963
5 Expenses (8,547,325) (6,839,717)
F N F Profit for the year 110,980 83,246
=ML B E AJE(E  Profit attributable to owners of CR Hubei
gl Pharmaceutical 90,475 68,446
I R ZS FE (R R Profit attributable to non-controlling interests 20,505 14,800
F R Profit for the year 110,980 83,246
[SARER2 e Falil e Dividends paid to non-controlling interests = 1,841
EFEFNES (L), Net cash (outflow)/inflow from operating activities
MAFRE (334,979) 678,577
WETEHMIESMHFRE  Net cash outflow from investing activities (27,420) (11,930)
BMETHIRSRA Net cash inflow/(outflow) from financing activities
O ) 88 323,807 (630,997)
B (RE),/RAFE Net cash (outflow)/inflow (38,592) 35,650
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7. BB EXFEERESED 37. PARTLY-OWNED SUBSIDIARIES WITH

BoHBEWREBELR (#F) MATERIAL NON-CONTROLLING INTERESTS
(continued)
EREREEE CR Guangdong Pharmaceutical
BY¥TFir JEMFoT
HK$’000 HK$'000
mEBEE Current assets 16,058,533 13,971,736
IEMBEE Non-current assets 1,110,463 830,630
mEAE Current liabilities (14,200,416) (12,650,244)
EREAE Non-current liabilities (449,766) (20,957)
eI Non-controlling interests (180,511) (144,600)

HERER B EE A A FE(5HE%5 Equity attributable to owners of CR Guangdong

Pharmaceutical 2,338,303 1,986,565

2021 2020

BT JBEMF T

HK$’000 HK$'000

U zs Revenue 35,968,731 29,168,609
B Expenses (35,273,587) (28,621,601)
FEREF Profit for the year 695,144 547,008

FEMEREEGEA AREWET Profit attributable to owners of CR Guangdong

Pharmaceutical 663,918 525,558
FEVE AR S PR A i T Profit attributable to non-controlling interests 31,226 21,450
F R Profit for the year 695,144 547,008
B IR E RS Dividends paid to non-controlling interests - 26,131
REEEIIE SR AE R Net cash inflow from operating activities 3,328,916 2,077,065
B ERHHIR SR FEE Net cash outflow from investing activities (101,089) (72,412)
RMEEHNR e RLFE Net cash outflow from financing activities (3,232,324) (2,018,216)
WM FHE Net cash outflow (4,497) (13,563)
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37. PARTLY-OWNED SUBSIDIARIES WITH

nE(#F MATERIAL NON-CONTROLLING INTERESTS
(continued)
EaE M Boya Bio-pharmaceutical
BT
HK$’000
mEEE Current assets 6,905,460
EmBEE Non-current assets 2,416,658
BB & Current liabilities (771,697)
ERBAE Non-current liabilities (86,471)
eI Non-controlling interests (111,793)
HIEEYEE AR

Equity attributable to owners of Boya Bio-pharmaceutical 8,352,157

BETIT
HK$’000
W ek Revenue 295,973
& Expenses (230,964)
izl aNpeay | Profit for the period 65,009
TEEE YR AR =T Profit attributable to owners of Boya Bio-pharmaceutical 61,924
I AR R 2 FE A ) Profit attributable to non-controlling interests 3,085
B AE Profit for the period 65,009
EHEMEE AEGEME Other comprehensive income attributable to owners of Boya
Bio-pharmaceutical -
BN EAM 2 E S Other comprehensive income for the period -
BIRAEYES ABLEEE KRGS Total comprehensive income attributable to owners of Boya
Bio-pharmaceutical 61,924
IR G 2 E e AR Total comprehensive income attributable to non-controlling
interests 3,085
HREHER A Total comprehensive income for the period 65,009
B IR E SRS Dividends paid to non-controlling interests -
LR NIRSRAFRE Net cash inflow from operating activities 57,239
KBRS SR FE Net cash outflow from investing activities (1,827,521)
BEEBMIR SN L FE Net cash outflow from financing activities (345,648)
WL F8E Net cash outflow (2,115,930)
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37.

38.

PARTLY-OWNED SUBSIDIARIES WITH
MATERIAL NON-CONTROLLING INTERESTS
(continued)

Boya Bio-pharmaceutical (continued)
The above disclosures in relation to Boya Bio-pharmaceutical

were made for the period since the acquisition date of Boya Bio-
pharmaceutical as disclosed in Note 38 to the financial statements.

BUSINESS COMBINATIONS
For the year ended 31 December 2021

(a) Acquisition of Boya Bio-pharmaceutical

In view of enriching brand and product portfolio, improving
innovation and realising strategic objectives, in September 2020,
CR Pharmaceutical Holdings entered into several agreements
with Shenzhen Gaotejia Investment Group Co., Ltd. (“Gaotejia”)
and Boya Bio-pharmaceutical, pursuant to which Gaotejia
shall transfer 69,331,978 non-restricted shares in Boya Bio-
pharmaceutical to CR Pharmaceutical Holdings and entrust the
voting rights of all its remaining shares to CR Pharmaceutical
Holdings. In addition, CR Pharmaceutical Holdings proposed
to subscribe for 86,664,972 shares to be issued by Boya Bio-
pharmaceutical to CR Pharmaceutical Holdings. On 15 July
2021, the transfer of 69,331,978 non-restricted shares has
been completed and the proposed entrustment of voting
rights has taken effect. Besides, the proposed subscription
of 86,664,972 shares in Boya Bio-pharmaceutical has been
adjusted to 78,308,575 shares. Accordingly, CR Pharmaceutical
Holdings held approximately 28.86% of the total share capital
of Boya Bio-pharmaceutical. Upon the completion of the share
transfer, voting rights entrustment and share subscription, CR
Pharmaceutical Holdings held an aggregate 40.01% of voting
rights of Boya Bio-pharmaceutical. The total consideration was
RMB4,762,868,000 (equivalent to HK$5,805,174,000). The
acquisition of Boya Bio-pharmaceutical was completed on 25
November 2021.
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38. BUSINESS COMBINATIONS (continued)

For the year ended 31 December 2021 (continued)

(a) Acquisition of Boya Bio-pharmaceutical (continued)

Fair values of the identifiable assets and liabilities of Boya Bio-

FEBENARBEDT pharmaceutical as at the date of acquisition are as follows:
R U ST
BRZLREE
Fair value
recognised
on acquisition
BT
HK$°000
VI - BRE R ERAE (i 15) Property, plant and equipment (Note 15) 1,319,739
FREEEWF17) Right-of-use assets (Note 17(a)) 197,353
| EE (H:719) Intangible assets (Note 19) 1,701,285
EMIEREemEE Other non-current financial assets 177,737
EERIBE B (H2£31) Deferred tax assets (Note 31) 39,246
HiIEmENEE Other non-current assets 60,114
PN Inventories 792,476
B 5 R H M FEWGRIE Trade and other receivables 830,845
EmeemEE Other current financial assets 1,438,231
AR B TE Tax recoverable 18,170
RERIREEEY Cash and cash equivalents 4,078,775
B 5 BE M ENEZIE Trade and other payables (683,963)
sHaE Contract liabilities (18,197)
HEBBEWZ170) Lease liabilities (Note 17(b)) (13,027)
RTTE Bank borrowings (376,800)
FERRLIE Tax payable (76,018)
RIERIE 8 & (5231) Deferred tax liabilities (Note 37) (290,034)
HEMIEmEas Other non-current liabilities (35,953)
BoRBEENESREE Total identifiable net assets at fair value
REESR 9,159,979
SRR R Non-controlling interests (6,569,360)
IWSELE R (HE18) Goodwill on acquisition (Note 18) 3,214,555
5,805,174
TS HEREE Satisfied by:
Be Cash 5,805,174
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38. BUSINESS COMBINATIONS (continued)

For the year ended 31 December 2021 (continued)

(b)

Acquisition of other subsidiaries and businesses

During the year, the Group acquired the following companies or
businesses which were engaged in the manufacture and sale
of pharmaceutical products at an aggregate cash consideration
of RMB675,388,000 (equivalent to HK$809,648,000). These
subsidiaries were acquired as part of the Group’s strategy to
expand its market share in the pharmaceutical industry.

On 17 December 2020, CR Double-Crane, a subsidiary of
the Group, acquired 38.75% equity interests in Tiandong
Pharmaceutical at a cash consideration of RMB341,000,000
(equivalent to HK$408,174,000) and classified it as an associate
of the Group. On 12 January 2021, CR Double Crane entered
into a Voting Rights Entrustment Agreement (“the Agreement”)
with CR Pharmaceutical Fund, which is an associate of the
Group. Pursuant to the Agreement, CR Pharmaceutical Fund
entrusted its voting rights of 31.25% interests in Tiandong
Pharmaceutical to CR Double Crane. Therefore, CR Double
Crane holds an aggregate 70% of voting rights of Tiandong
Pharmaceutical and Tiandong Pharmaceutical became a
subsidiary of CR Double Crane.

On 11 January 2021, CR Sanjiu, a subsidiary of the Group,
entered into an agreement with Anhui Golken Lotus Chinese
Herbal Medicine Co., Ltd. (“Anhui Golken Lotus”) to acquire
its 60% equity interests in Anhui Run Furong Pharmaceutical
Co., Ltd. (“Run Furong Pharmaceutical”) and Run Furong
Pharmaceutical became a subsidiary of CR Sanjiu. The
cash consideration was RMB98,404,000 (equivalent to
HK$118,202,000).
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38. BUSINESS COMBINATIONS (continued)

For the year ended 31 December 2021 (continued)

b)

Acaquisition of other subsidiaries and businesses (continued)

On 17 September 2021, Jiangzhong Pharmaceutical, a
subsidiary of the Group acquired 36% equity interests in Haisi
Pharmaceutical from Jinneng Holding Equipment Manufacturing
Group Co., Ltd. (“Jinneng Holding”) and Jincheng Wangtai
Technology Industry and Trade Co., Ltd. (“Jincheng
Wangtai”) through public delisting at cash consideration
of RMB119,024,000 (equivalent to HK$142,875,000). On
18 September 2021, Jiangzhong Pharmaceutical entered
into a share subscription agreement for the subscription of
increased registered share capital of Haisi Pharmaceutical by
way of capital contribution of RMB101,210,000 (equivalent to
HK$121,491,000). Therefore, Jiangzhong Pharmaceutical holds
an aggregate 51% of equity interests in Haisi Pharmaceutical
and Haisi Pharmaceutical became a subsidiary of Jiangzhong
Pharmaceutical. The total cash consideration was
RMB220,234,000 (equivalent to HK$264,366,000).

On 30 September 2021, China Resources Tianjin
Pharmaceutical Co., Ltd. (“CR Tianjin Pharmaceutical”) , a
subsidiary of the Group, acquired 51% equity interests in Tianjin
Kangyuan Medical Laboratory Co., Ltd. (“Tianjin Kangyuan”). As
a result, CR Tianjin Pharmaceutical obtained control over Tianjin
Kangyuan, and Tianjin Kangyuan became a subsidiary of the
Group thereafter. The cash consideration was RMB3,060,000
(equivalent to HK$3,673,000).

On 30 September 2021, China Resources Liaoning
Pharmaceutical Co., Ltd. (“CR Liaoning Pharmaceutical”), a
subsidiary of the Group, acquired 93.81% equity interests in
Shenyang Pharmaceutical Trading Building Co., Ltd. (“Shenyang
Pharmaceutical”). As a result, CR Liaoning Pharmaceutical
obtained control over Shenyang Pharmaceutical, and Shenyang
Pharmaceutical became a subsidiary of the Group thereafter.
The cash consideration was RMB12,690,000 (equivalent to
HK$15,233,000).
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38. XBatt(E) 38. BUSINESS COMBINATIONS (continued)

BE_ZE-—F+"-A=1+—HL=EE For the year ended 31 December 2021 (continued)

(#%)

(b) WTEE MG 2 B R ¥ % () (b) Acaquisition of other subsidiaries and businesses (continued)
AR ZEWEIZERN S AEEM The information for these acquisitions was disclosed on an
FWAEKXN WEBZSWER aggregate basis as they were individually immaterial to the
BRREREERE - NS Group. The fair values of the identifiable assets and liabilities
B ZEHBLQRREBHA# of the subsidiaries and business acquired as at the respective
FEERBENAABENT dates of acquisition are as follows:

e 1
BRZORMEE
Fair value
recognised
on acquisition
BETFIT
HK$’000
W - BB s Wt 15) Property, plant and equipment (Note 15) 520,019
FREEE W Z17() Right-of-use assets (Note 17(a)) 91,058
mIvEEWE19) Intangible assets (Note 19) 118,430
RIERIBE B (M15231) Deferred tax assets (Note 31) 7,433
HEtIEmEEE Other non-current assets 5,851
FE Inventories 475,027
B 5 REMERGRIA Trade and other receivables 529,495
HEtmeemEE Other current financial assets 43,610
AT EI B IE Tax recoverable 1,218
ReRBESEEY Cash and cash equivalents 756,719
B 5 K E M ETRIE Trade and other payables (841,066)
EHBE Contract liabilities (69,171)
MEBBE®F170b) Lease liabilities (Note 17(b)) (1,356)
FEIHIA Tax payable (3,289)
BRI R B W 731) Deferred tax liabilities (Note 31) (33,512
HtIEnBasE Other non-current liabilities (22,306)
BoRBEEMESREE Total identifiable net assets at fair value
PHRERST 1,578,160
FEIER Non-controlling interests (862,171)
IR EEREE HE18) Goodwill on acquisition (Note 18) 96,643
RiFeRSxE Mt A RIS Gain on bargain purchase recognised in other income
BEBmER S in the consolidated statement of profit or loss (2,984)
809,648
TS EREE Satisfied by:
B Cash 401,474
T AREE R B ER A AN Acquisition-date fair value of the Group’s initial equity
MRR B LR I AR in Tiandong Pharmaceutical included in interests in
WEBEAREE associates 408,174
809,648
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Notes to Consolidated Financial Statements

—T-——%+-F=+—H 31 December 2021
BUSINESS COMBINATIONS (continued)

For the year ended 31 December 2021 (continued)

The fair value of trade and other receivables as at the date of
acquisitions amounted to HK$1,360,340,000. The gross contractual
amount of trade and other receivables was HK$1,426,468,000.

The Group incurred transaction costs of HK$8,612,000 for these
acquisitions. These transaction costs have been expensed and are
included in administrative expenses in the consolidated statement of
profit or loss.

The Group measured the acquired lease liabilities using the present
value of the remaining lease payments at the date of acquisition. The
right-of-use assets were measured at an amount equal to the lease
liabilities and adjusted to reflect the favourable terms of the leases
relative to market terms.

Goodwill arose in the acquisitions because the cost of the
combination included the benefit of expected synergies, revenue
growth, future market development, the assembled workforce and
the control premium of the acquirees as the acquirees are engaged
in various areas relating to the manufacturing, distribution and retail in
the pharmaceutical and medication industry. These benefits were not
recognised separately from goodwill because they did not meet the
recognition criteria for identifiable intangible assets.

None of the goodwill arising on these acquisitions was expected to be
deductible for tax purpose.

BT
HK$’000
HEERBZREEESMT : An analysis of the cash flow in respect of these
acquisitions is as follows:
ReNRE Cash consideration 6,614,822
LARTF ETE 3008 Prepayment made in prior year (240,122)
FFAHMENFRIEN RTS8 Amounts unpaid and included in other payables (2,940)
BKIRS RRSEEY Cash and cash equivalent acquired (4,835,494)
IR IR &k B8R Net cash outflow on acquisitions 1,536,266
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WS EERREINES RIEF R F
BB 259,675,000 ° WULEE A EA
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7E#E7,151,446,0007T ° ZIEBRERHE
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BRREEDTER -
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38.

BUSINESS COMBINATIONS (continued)

For the year ended 31 December 2021 (continued)

Included in the profit for the year was HK$259,575,000 attributable to
the additional business generated by the acquirees. Revenue for the
year included HK$2,654,652,000 generated by the acquirees.

Had the acquisitions been completed on 1 January 2021, the total
group revenue for the year would have been HK$240,859,827,000,
and the profit for the year would have been HK$7,151,446,000. The
proforma information was for illustrative purposes only and was not
necessarily an indication of revenue and results of operations of the
Group that actually would had been achieved had the acquisitions
been completed on 1 January 2021, nor was it intended to be a
projection of future results.
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38. BUSINESS COMBINATIONS (continued)

For the year ended 31 December 2020

(a

Acaquisition of Aonuo Pharmaceutical

In view of leveraging its core advantages, enriching brand
and product portfolio and realising strategic objectives, on 28
November 2019, CR Sanjiu, a subsidiary of the Group, entered
into an agreement with Harbin Gloria Pharmaceuticals Co., Ltd.
(“Gloria Pharmaceuticals”) to acquire its 100% equity interest
of Aonuo Pharmaceutical held by Gloria Pharmaceuticals.
The total consideration was RMB1,420,000,000 (equivalent
to HK$1,589,662,000), including a cash consideration of
HK$1,365,766,000 and a waiver of the debt owed by Gloria
Pharmaceuticals to Aonuo Pharmaceutical of HK$223,896,000.
The acquisition of Aonuo Pharmaceutical was completed on 2
January 2020.

Fair values of the identifiable assets and liabilities of Aonuo

RABENAAREERT

Pharmaceutical as at the date of acquisition are as follows:

dd 1
WRZOREE
Fair value
recognised
on acquisition
BYTiT
HK$’000
W - BB R E15) Property, plant and equipment (Note 15) 124,662
FREEEWZ17) Right-of-use assets (Note 17(a)) 12,630
BIVEE(WiE19) Intangible assets (Note 19) 360,473
HE3ERE S pEE Other non-current financial assets 115
RIERIBE B (H15231) Deferred tax assets (Note 31) 181
FE Inventories 37,998
B 5 RHE M EWRGRIE Trade and other receivables 247,311
ReERRESEEY Cash and cash equivalents 69,887
B 5 R EMERFIE Trade and other payables (121,708)
BHBEE Contract liabilities (108,567)
FERTTRIR Tax payable (11,963)
BRI IE B & (H5231) Deferred tax liabilities (Note 31) (57,743)
HtdEnsasE Other non-current liabilities (68)
BoRBEEMESREE Total identifiable net assets at fair value
PRERST 553,208
U RBE RO 8 (Wi 18) Goodwill on acquisition (Note 18) 1,036,454
1,589,662
IATFEREE Satisfied by:
Re Cash 1,365,766
e Bm B R BRREN Waiver of the debt owed by Gloria Pharmaceuticals due
(et to Aonuo Pharmaceutical 223,896
1,589,662
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38.

BUSINESS COMBINATIONS (continued)

For the year ended 31 December 2020 (continued)

(b)

Acquisition of other subsidiaries and businesses

During the year ended 31 December 2020, the Group acquired
the following companies or businesses which were engaged
in the manufacture and sale of pharmaceutical products at an
aggregate cash consideration of RMB187.5 million (equivalent
to HK$206.4 million). These subsidiaries were acquired as
part of the Group’s strategy to expand its market share in the
pharmaceutical industry.

On 8 June 2020, CR Jiangzhong Group acquired an additional
41% equity interest in Jiangxi Jiangzhong Prepared Slices of
Chinese Crude Drugs Co., Ltd. (“Jiangzhong Prepared Slices”),
a previous equity investment at fair value through profit or loss
of the Group. After the acquisition, CR Jiangzhong Group
held a 51% equity interest in Jiangzhong Prepared Slices and
obtained control over Jiangzhong Prepared Slices.

On 3 July 2020, the shareholders of Beijing Runheji
Biotechnology Co., Ltd. (“Runheji”, formerly named “Beijing
Protgen Pharmaceutical Co.”, a then joint venture of the Group)
revised the articles of Runheji. As a result, China Resources
Biopharmaceutical (Shenzhen) Co., Ltd. (“CR Biopharm”), a
subsidiary of the Group, obtained control over Runheji, and
Runheji became a subsidiary of the Group thereafter.

On 30 November 2020, China Resources Dezhou
Pharmaceutical Co., Ltd., a subsidiary of the Group, acquired
the business of Shandong Hengxu Pharmaceutical Co., Ltd.
Upon completion of the acquisition, the Group obtained control
over the business of Shandong Hengxu Pharmaceutical Co.,
Ltd.
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38. XBattE) 38. BUSINESS COMBINATIONS (continued)
gF_T_ZTF+_A=+—HILEE For the year ended 31 December 2020 (continued)

(#)

(b) WEERMME L ER ¥ (&) (b)  Acquisition of other subsidiaries and businesses (continued)
F R 5% F U BB 1R 8 B 3 A S B i The information for these acquisitions was disclosed on an
FUREKXN WMEBZZREN aggregate basis as they were individually immaterial to the
BERREREERE - NS Group. The fair values of the identifiable assets and liabilities
B ZEHBAR MERNA &% of the subsidiaries and business acquired as at the respective
RMEERBENAABENT : dates of acquisition are as follows:

Rk EBES
ERZOREE
Fair value
recognised
on acquisition
BYTiT
HK$’000
W - BB R E15) Property, plant and equipment (Note 15) 50,903
FREEEWZ17) Right-of-use assets (Note 17(a)) 1,381
| EEMWZ19) Intangible assets (Note 19) 163,370
FE Inventories 38,729
B 5 R E M EWRIE Trade and other receivables 122,474
ReERRESEEY Cash and cash equivalents 110,275
B 5 REMERFRIE Trade and other payables (135,668)
Hi3EmnBasE Other non-current liabilities (4,131)
EHRAE Contract liabilities (65)
RIERIBB EW231) Deferred tax liabilities (Note 31) (40,912)
BOoREEREOTREE Total identifiable net assets at fair value
SEEEHE 306,356
Esaliig T Non-controlling interests (125,269)
WiBELRIBEWE18) Gooduwill on acquisition (Note 18) 26,564
RiFGRSFREMBA RS Gain on bargain purchase recognised in
KSR ERS other income in the consolidated statement of
profit or loss (1,245)
206,406
ATIFAEE Satisfied by:
Be Cash 108,681

STAEMIERBSRMEENANE  Acquisition-date fair value of the Group’s initial equity
BRI &R A A 899058 AR RO in Jiangzhong Prepared Slices included in other non-
WEBRAREE current financial assets 7,992
ARG ELENERNAER  Acquisition-date fair value of the Group’s initial equity in
RNERETVBRENKER Runheji included in interests in joint ventures
NAEE 89,733

206,406
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38. RO (A 38.

BE_Z_ZH+_A=+—HLEE
(##)

RKER B REMEUZEN D
R EEAB¥369,785,0007T ° B 5
FEMEBRENBENSELB
376,349,0007T °

AEBELERBIZKRAEL
1,343,0007C ° ZER HNAE LI
FFAMRABERMNITEAY

AR BERUE B B A R B & 1 5
REFEMEBNEERE - £RAEE
ERENHEERBZ BN E - WHET
HEARRET SRR ERNEERF

% -

WRELHE  RAARWRE T EBET
EEREE  DHERTEZZEAEM
A BERC AN B IR YR 77 B0 TR H 169 [A) A
fE - WK - RRMHER - AN
B RIEGIERE A - ARSI
WA & AR BB E M ERIRE -
WG B FER -

ZEWEMEEN B BRI AIHATN

BUSINESS COMBINATIONS (continued)

For the year ended 31 December 2020 (continued)

The fair value of trade and other receivables as at the date of
acquisitions amounted to HK$369,785,000. The gross contractual
amount of trade and other receivables was HK$376,349,000.

The Group incurred transaction costs of HK$1,343,000 for these
acquisitions. These transaction costs have been expensed and are
included in administrative expenses in the consolidated statement of
profit or loss.

The Group measured the acquired lease liabilities using the present
value of the remaining lease payments at the date of acquisition. The
right-of-use assets were measured at an amount equal to the lease
liabilities and adjusted to reflect the favourable terms of the leases
relative to market terms.

Goodwill arose in the acquisitions because the cost of the
combination included the benefit of expected synergies, revenue
growth, future market development, the assembled workforce and
the control premium of the acquirees as the acquirees are engaged
in various areas relating to the manufacturing, distribution and retail in
the pharmaceutical and medication industry. These benefits were not
recognised separately from goodwill because they did not meet the
recognition criteria for identifiable intangible assets.

None of the goodwill arising on these acquisitions was expected to be

& o deductible for tax purpose.
BETFIT
HK$’000
BRZSWBZHERESHNT : An analysis of the cash flow in respect of
these acquisitions is as follows:
ReRE Cash consideration 1,474,447
LARIFE TR 5008 Prepayment made in prior year (138,502)
AT AR MR BRI R 258 Amounts unpaid and included in other payables (90,601)
BWIRE RIRSFEY Cash and cash equivalent received (180,162)
IR & HBEHE Net cash outflow on acquisitions 1,065,182

T e B 7 BE A RO BB N EE TS R A A O
A7 #183,963,0007T ° WU HEAL
RE RS BB #555,399,0007T °
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Included in the profit for the year was HK$183,963,000 attributable to
the additional business generated by the acquirees. Revenue for the
year included HK$555,399,000 generated by the acquirees.
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T —F+—-F=+—H 31 December 2021
BUSINESS COMBINATIONS (continued)

For the year ended 31 December 2020 (continued)

Had the acquisitions been completed on 1 January 2020, the total
group revenue for the year would have been HK$200,458,292,000,
and the profit for the year would have been HK$5,324,779,000. The
proforma information was for illustrative purposes only and was not
necessarily an indication of revenue and results of operations of the
Group that actually would had been achieved had the acquisition
been completed on 1 January 2020, nor was it intended to be a
projection of future results.

DISPOSAL OF SUBSIDIARIES
For the year ended 31 December 2021
Disposal of other subsidiaries and businesses

In March 2021, the Group disposed of a 51% equity interest of Xifeng
Jiyuan Deer Products Processing Co., Ltd. To Chunji, Zhang at a
cash consideration of RMB7,412,000 (equivalent to HK$8,809,000).

In April 2021, the Group disposed of a 100% equity interest of Dong-
E-E-Jiao Gaotai Tianlong Technology Development Co., Ltd. to
Hai, Guan at a cash consideration of RMB2,816,000 (equivalent to
HK$3,355,000).

In August 2021, the Group disposed of a 100% equity interest of
Wuxi Huirun Pharmaceutical Co., Ltd. to Wuxi Chengda Logistics
Co., Ltd. at a cash consideration of RMB127,481,000 (equivalent to
HK$153,462,000).

In November 2021, the Group disposed of a 60% equity interest
of Beijing Jingyao Real Estate Development Co., Ltd. to Beijing
Jinzhao Real Estate Development Co., Ltd. at a cash consideration of
RMB24,836,000 (equivalent to HK$30,364,000).
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39. HERBELT(#E)

BE—_Z2_—F+-A=t+—HILFE
(#)

39. DISPOSAL OF SUBSIDIARIES (continued))

For the year ended 31 December 2021 (continued)

HERMIIE 2 EIREH () Disposal of other subsidiaries and businesses (continued)
R-ZZE-_—F+_-H AXEEBHEH
IR BB RS T2 F90%H M%#E
TEREHEEREEREEQR
WENREAARES0,478,0007t (HHE
RE#E61,820,0007T) © R+ AEE
BERIFI IS ZEAER
EEBAEARK10,993,000T(HEE
RA#13,463,000 ) EETEELE
BAMIOY% - REREBEIFEAARE
39,485,0007T (A& 7 & 48,357,000

In December 2021, the Group disposed of a 90% equity interest
of Double-Crane Pharmaceutical (Foshan) Co., Ltd. to Guangdong
Haolang Medical Technology Co., Ltd. at a cash consideration of
RMB50,478,000 (equivalent to HK$61,820,000). At the same time,
the Group entered into an agreement with Guangdong Haolang,
which stipulated that the Group shall undertake 90% of the
settlement allowance for employees of RMB10,993,000 (equivalent
to HK$13,463,000). The net cash consideration is RMB39,485,000
(equivalent to HK$48,357,000).

JT) °
HERH
At the date
of disposal
BYTiT
HK$’000
RERE Cash consideration 244,347
BHEEETE Net assets disposed of:
Y% - R KRB HE15) Property, plant and equipment (Note 15) 44,771
FREEBEMWZ17@) Right-of-use assets (Note 17(a)) 20,712
wEWEWF16) Investment properties (Note 16) 157,822
RIER BB EE (W15£31) Deferred tax assets (Note 31) 10,968
HAb3EREN B E Other non-current assets 138
& Inventories 23,986
HimehaE Other current liabilities 13,449
B 5 R E M EW A Trade and other receivables 244,094
ReRBSZED Cash and cash equivalents 8,866
B 5 RAMENFIE Trade and other payables (216,038)
AHAE Contract liabilities (7,694)
FERI R Tax payable (525)
RIERIBBE T 731) Deferred tax liabilities (Note 37) (81)
HEaBWHZ170) Lease liabilities (Note 17(b)) (49,486)
250,982
B 3, Exchange realignment (9,703)
HEW B R RIS Gain on disposal of subsidiaries 3,068
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39. HEMBEATE ) 39. DISPOSAL OF SUBSIDIARIES (continued)
BE_ZE-—F+"-A=1+—HL=EE For the year ended 31 December 2021 (continued)
(#%)
HERMIIE 2 EIREH () Disposal of other subsidiaries and businesses (continued)
HE B ARMNES RIREEEY An analysis of the net inflow of cash and cash equivalents in respect
RIRNSFREDITT ¢ of the disposal of the above subsidiaries is as follows:
BETiT
HK$’000
ReERE Cash consideration 244,347
R 5T A AL ENGRIE R & 88 Amounts receivable and included in other receivables (1,369)
HERSRIACEEY Cash and cash equivalents disposed of (8,866)

HEMNBARINIEERIRESEWA  Netinflow of cash and cash equivalents in respect
MAJEEE - HORRTEIE of the disposal of the subsidiaries, net of tax 234,112
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39. HEMB AT () 39. DISPOSAL OF SUBSIDIARIES (continued)

BE_ZS_ZF+__A=1+—HLEE For the year ended 31 December 2020

(a HELGLFARBRREHFERLE (a) Disposal of Shanghai Jinxiang Latex Products Co.,Ltd.
([LELEF]) (“Shanghai Jinxiang”)
RZZE-ZTFENA  AEEUR In August 2020, the Group disposed of a 100% equity interest
EREARKG8,156,0007T (HHE of Shanghai Jinxiang to Shanghai Ruyitang Biotechnology Co.,
HB#75,623,000T) HE EES Ltd. at a cash consideration of RMB68,156,000 (equivalent to
BZ100%BET LEHEEEZEY HK$75,623,000).

BHXBRAT -

HeEA/

At the date

of disposal

BT

HK$’000

RERE Cash consideration 75,623

BEHEEEFHE Net assets disposed of:

Y% - B KRB HE15) Property, plant and equipment (Note 15) 63,536
FEREEEWRZ17() Right of use assets (Note 17(a)) 22,771
B 5 R EAFEWRIE Trade and other receivables 27,860
ReRRSEED Cash and cash equivalents 263
78 Inventories 10,174

B 5 R EAMERRE Trade and other payables (85,795)

EHEE Contract liabilities (4,295)

BIERIBB &R EE31) Deferred tax liabilities (Note 37) (1,788)

Hi3pmEaE Other non-current liabilities (711)
B (15118 Goodwill (Note 18) 14,120
46,135

SN BERLEER Settlement allowance for employees (2,929)
M AR Exchange realignment 369
L E—FENB A RIS Gain on disposal of a subsidiary 26,928
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39. HEMBEATE ) 39. DISPOSAL OF SUBSIDIARIES (continued)

BE_Z_ZF+_HA=+—HILFE For the year ended 31 December 2020 (continued)

(#&)

b) HEWFFERXEERAZRER (b) Disposal of Shandong Wuditianlong Technology Co., Ltd.
LB ([ RERTEE ) (“Shandong Wuditianlong”)
RZZEZZTF+—F  AEENU In November 2020, the Group disposed of a 91.01% equity
ReREAREK2,664,0007T(HH interest of Shandong Wuditianlong to Zhaorong, Nan at a cash
ERE#3,126,00070) HE LR consideration of RMB2,664,000 (equivalent to HK$3,126,000).

HEIRAEEZ91.01%MBHRETFIKE -

HERH
At the date
of disposal
BY¥TFr
HK$’000
REaRE Cash consideration 3,126
BEHEEEFE Net assets disposed of:
Y% - B KRB HE15) Property, plant and equipment (Note 15) 567
wEWE W 16) Investment properties (Note 16) 515
E 5 R HMpERGRIE Trade and other receivables 20
BeMREeEEY Cash and cash equivalents 1,761
B 5 R H M EARIE Trade and other payables (75)
R = Non-controlling interests (251)
2,537
I 5, F 5 Exchange realignment (25)
HE—RWBARIFME Gain on disposal of a subsidiary 564
HeE B ATNES RS An analysis of the net inflow of cash and cash equivalents in
EEYEIRAFESTAT ¢ respect of the disposal of the above subsidiaries is as follows:
BETFIT
HK$’000
RERE Cash consideration 78,749
[ Amounts received 78,749
HERE MASEEY Cash and cash equivalents disposed of (2,024)
YIHEEMERLTEEA Settlement allowance for employees (2,929)

HEHBARAIRE RIREZEEY Net inflow of cash and cash equivalents in respect of the
BIRAFRE - HBRTIA disposal of the subsidiaries, net of tax 73,796
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40. FREBEKRERME

(a)

(b)

2021 FH | EHBEEEBRLA

FRFRERH

40. NOTES TO CONSOLIDATED STATEMENT OF
CASH FLOWS

RERN - REBREERZER
ELEDREREAEFEHEE
ENE A EB%491,391,0007T
(ZZ—Z4 : #¥439,323,000
7T) KB #491,391,0007T (ZE =
T4F : B#5439,323,0007T) ©

MEEDEENAREE

(a)

(b)

Major non-cash transactions

During the year, the Group had non-cash additions to
right-of-use assets and lease liabilities of HK$491,391,000
(2020: HK$439,323,000) and HK$491,391,000 (2020:
HK$439,323,000), respectively, in respect of lease
arrangements for plant and equipment.

Changes in liabilities arising from financing activities

BHTH PR

BfiEs RRLARE RRLRRE
Amount
due to
intermediate
holding
companies

ERTT

BTN

BAREARR

Amount due
to related
parties

ERTT

Bank
horrowings

ERTT

Dividend
payables
ERFT

Lease
liabilities

ERTT

Bonds
payable
ERFT

HK$'000 HK$'000 HK$'000 HK$'000 HK$000 HK$000
RZB-—F-5-H At 1 January 2021 36,249,292 6,040,421 49,093 8,763,461 2,388,539 1,865,666
HERARE() Financing cash flows i)
BEFMERE Proceeds from bank borrowings 88,383,277 - - - o o
EEROER Repayment of bank borrowings (79,915,506) - - - = =
ERTEIRATER Repayment of loans to infermediate
holding companies - - - (2,201,657) - -
Bl AEaE Proceeds from related partes - - - - 2,523,322 -
BABESMETE Proceeds from issuances of bonds - 2,995,750 - - = o
EEEMES Repayment of bonds payable - (5,033816) - - = =
Bk Dividend paid - - (753,902) - - =
BiERRERE Dividend paid to non-controling
shareholders - - (991,961) - - -
XAREEE Payment of lease liabilfies - = - - - (691,061)
BRPEAERNARIE  Dividend paid to holders of financial
BEARS instruments classified as equity - - (140,605) - - =
ES L) Non-cash changes
WIEHB AR (Hz158) Acquistion of subsidiaries (Note 3§ 376,800 - - - - 14,383
HERBLAWHY Disposal of subsidlaries (Vote 59) - - - - - (49,486)
ERERE Accounts payable factoring 4,476,514 - - - o o
EiRE Foreign exchange realignment 1,074,165 111,398 - - - 52,151
DRAHRE Final dlvidend declared - - 753,902 - - -
ARENEAERNARIE  Distributions to holders of fivancia
R#EE instruments classified as equity - - 161,266 - - -
ERERREIERHE Interest of bond payables and bank
borrowings 23,408 250,336 - - - -
mIERRRRERRE Dividend declared to non-controling
shareholders - - 934,194 - - -
e New leases - - - - - 491,301
SHTHAREDESHS  Covd-19-related rent concessions from
lessors - - - - - (17,457)
BT REWRE AR Reassessment and revision of lease terms - - - - - (218,468)
ERRRNHSEN Accretion of nterest recognised dring the
year - - - - - 68,548
RZE-—F+-F=t-H A1 December 2021 50,667,950 4,364,089 11,987 6,561,804 4,911,861 1,515,667
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—ZET-—F+-H=+—H 31 December 2021

40. NOTES TO CONSOLIDATED STATEMENT OF
CASH FLOWS (continued)

(b) Changes in liabilities arising from financing activities
(continued)

R/ . HEsk
Amount
due to
intermediate
Bank Short-term Bonds Dividend holding
borrowings debentures payable payables companies  Lease liabilties
BT BT BT BT BETT BETT
HKS000 HKS000 HK$000 HKS000 HK$000 HK$000
RZZZZE-F-0  At1Januay 2020 31,065,685 - 7,952,398 101,323 13,215,858 2,047,356
HERRRE() Financing cash flows i)
BAfEFMERE Proceeds from bank borrowings 55,085,788 5 5 5 5 5
G Repayment of bank borrowings (53,030,186) - - 5 5 5
BU-FHEERD AL Advances from intermediate holding
companies - - - - (4,452,397) -
EEEAES Repayment of bonds payable - - (2,262,869) 5 5 5
BfkE Dividend paid - - - (691,076) - -
EHRERMEHE Proceeds from short-term debentures - 4,499,880 - 5 5 5
EEEHMES Repayment of short-term debentures - (4,499,880) - 5 5 5
ENFRRRERE Dividend paid to non-controling
shareholders - - - (709,519) - -
ZRHESE Payment oflease fbilties - - - - - (684,778)
BifAEARSMEETIA  Dhidend paid to holders of fancia
BEARS instruments classified as equity - - - (88,648) 5 5
L] Non-cash changes
ERERRE Accounts payable factoring 2,585,900 5 5 5 5 5
ERRE Foreign exchange realignment 520,528 - 251,541 - - 55,501
ERRHRE Final dividend declared - - - 691,076 5 5
AMENRAERH Distributions to holders of financial
SRIEREE instruments classified as equy - - - 76,581 - 5
BEREEREAEHAS  Interest of bond payables and bank
borrowings 21,571 - 99,351 - - -
MHERAERERRS  Dhidend declared to non-controling
sharsholders - - - 669,356 - -
FRE New leases - - - - - 439,323
SHTHAREDELHSE  Covid-19-related rent concessions
from lessors - - - - - (18,087)
EFTERESEEER  Reassessment and revision of lease
terms - - - - - (268,484)
ERRANHSEN Accretion of nterest recognised curing
the year - - - - - 94,745
RZZZFF+-A=+—H At 31 December 2020 36,249,292 - 6,040,421 49,093 8,763,461 1,865,666

AeRnBARGARSRERPRITE
RN E S SRR E R TR
#o

(i) The cash flows make up the net amount of proceeds and repayment
from bank borrowings and bonds payable in the consolidated statement
of cash flows.

China Resources Pharmaceutical Group Limited | Annual Report 2021

283



ma

B % R AR M RE

Notes to Consolidated Financial Statements

—_—=

40.

41.

FEBRaREBERME(F)

(c) HAEZHASRHAEEH
SARERERCHERS R

F+=-H=+—H 31 December 2021

40. NOTES TO CONSOLIDATED STATEMENT OF

CASH FLOWS (continued)
(c) Total cash outflow for leases

The total cash outflow for leases included in the statement of

MAERINT ¢ cash flows is as follows:
2021 2020
B¥TIiT JEBF T
HK$’000 HK$'000
NSRS Within operating activities 190,918 119,900
e &= WYL Within investing activities 129,246 180,995
MR E S )& [E Within financing activities 691,061 684,778
1,011,225 985,673

BRAR 41. CONTINGENT LIABILITIES

REE-_ZE-_—FR-_ZF-_ZTF+-A
=+—HIEFE  AKB()BEETE
WERLEZ S R H A EMFUE
K(i)ARITEAIRE TR EIRAELR
& ARBEERA  AEBBEHEZ
ERREEAENERNRR & D HE
% BIRRABMEEIES - AEEY
HEHFHARENETEHR - B
NEEEREREERERERNRKRER
& RARMEECESEREHRERE
BYMRPENZRTELRER - ®
I HAEERBBELENGRASIBIR
KR - AEEREIREHRALR
ZEEHERD A BRI A ag %
ErmxamRERNT -

During the years ended 31 December 2021 and 2020, the Group
(i) endorsed certain bills receivable for the settlement of trade and
other payables; and (ii) discounted certain bills receivable to banks
for raising cash. In the opinion of the directors of the Company,
the Group has transferred the significant risks and rewards relating
to these bills receivable, and the Group’s obligations to the
corresponding counterparties were discharged in accordance with
the commercial practice in the PRC. The risk of default in payment
of the endorsed and discounted bills receivable is low because all
endorsed and discounted bills receivable are issued and guaranteed
by reputable banks in PRC. As a result, the relevant assets and
liabilities were not recognised in the consolidated financial statements.
The maximum exposure to the Group that may result from the default
of these endorsed and discounted bills receivable at the end of each
reporting period is as follows:

2021 2020

BT IT BT T

HK$’000 HK$'000

EHLEMEMNRENEZE  Endorsement of trade and other payables 6,239,952 7,051,120

URZRUSERS Discounted bills for cash-raising 2,551,741 9,810,628
MAEEBDEEREMNE Outstanding endorsed and discounted bills

BB RN RIRER receivable with recourse 8,791,693 16,861,748
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42, %Kiz 42. COMMITMENTS

AEBERBRERRE FIEARE : - The Group had the following capital commitments at the end of the
reporting period:

2021 2020

BETTT JEMFoT
HK$’000 HK$'000
FUEA T SEEETY Contracted, but not provided for in relation to the
BAREE acquisition of:
LE T Property, plant and equipment, intangible
B EERGRESE assets and right-of-use assets 590,022 824,713
RHTB AR, BEARZ  Equity interests in subsidiaries/associates
fiscaE - 142,579
590,022 967,292
43. BBRGEE 43. RELATED PARTY DISCLOSURES
) EXEHAEXSH () Significant transactions with related parties
B ST A A H MR The Group entered into the following transactions with related
ZHN - REEE X EBGE T parties during the year in addition to transactions detailed
TS5 elsewhere in these financial statements:
SHER Sales
2021 2020
B¥Tr BT
HK$’000 HK$’000
A% Joint ventures 4,470 8,279
SE)SYNS| Fellow subsidiaries 622,869 426,711
—RRA R R AIHY Associates of a fellow subsidiary
i YN 264,792 402,616
il YNC] Associates 958,190 457,688
AR A A Intermediate holding companies 8 -
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—ZE-—H+-"H=+—H 31 December 2021

43. RS SR &) 43. RELATED PARTY DISCLOSURES (continued)
() EXEBRAEXSE) () Significant transactions with related parties (continued)
2y 1] Purchases
2021 2020
BETIT BT T
HK$’000 HK$'000
G Joint ventures 50,555 40,737
BEIGIEANS Fellow subsidiaries 235,415 156,485
FEIE IR RS Non-controlling interests - 16,715
sl/NG]| Associates 331,547 182,781
EfEEE Management fees paid
2021 2020
BETFIT JEMT T
HK$’000 HK$'000
EANE] Associates 190 6,923
R AR Intermediate holding companies 40 =
SEN)EEYNG Fellow subsidiaries 37,381 26,111
HEMTE Lease payments
2021 2020
BETIT BT T
HK$’000 HK$'000
FEIZERR A R Non-controlling interests 2,441 8,979
EES=YNS Fellow subsidiaries 16,423 18,501
¥ Service fees
2021 2020
BETIT JEBF T
HK$’000 HK$'000
EES=YNS Fellow subsidiaries 2,045 33,633
il /N Associates 5,604 5,934
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43. RS SR HE) 43. RELATED PARTY DISCLOSURES (continued)
() EXEBRAEXSHE) () Significant transactions with related parties (continued)
FIRUWA Interest income
BYTT BT
HK$’000 HK$'000
e/ Associates 159,414 143,617
FIRBA® Interest expenses

(U)

2021 2020

BYTT JEBT T
HK$’000 HK$'000
FRREER AR Intermediate holding companies 21,894 97,354
ESalii g Non-controlling interests 478 230
EER)=EpNG) Fellow subsidiaries 20,031 5,549
kYN Associates 57,763 83,681

B3 32 IR ARRE S I3 15 TE KO 5

These transactions are all at the terms agreed between the

HEY o relevant parties.
EAEB AR (I) Significant balances with related parties
ANEBEBE FAUTERSG The Group had the following significant balances with its related
£ parties:
FEURRRAR A EIE Amounts due from related parties
2021 2020
EW¥TT BT
HK$’000 HK$'000
B 5 RWGKIR (W ita) Trade receivables (Note a) 521,911 460,200
H At & WKIR (A 3Eb) Other receivables (Note b) 3,051,520 1,977,136
B RIEH ) Prepayments (Note ¢) 3,050 2,783
3,576,481 2,440,119
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43. RS SR &) 43. RELATED PARTY DISCLOSURES (continued)
() EXEABSEESRGE (I)  Significant balances with related parties (continued)
FE U BRI 75 IR (#F) Amounts due from related parties (continued)
Hista: B 5 WA Note a: Trade receivables
2021 2020
BETFT BEFT
HK$’000 HK$’000
EESG)=PNG| Fellow subsidiaries 235,574 220,302
BEDRE Joint ventures 645 407
IR Non-controlling interests 57,120 43,577
BN A Associates 51,354 41,330
—RRAZRWEBE AR Z AR  Associates of a fellow subsidiary 177,218 154,584
521,911 460,200
REIREHR  NEBENRE The ageing analysis of the Group’s trade receivables with related parties
HEAR FE L R 5 2 S IE MR based on invoice date at the end of each reporting period is as follows:
AT :
2021 2020
EYTT BT T
HK$’000 HK$’000
0Z30H 0 to 30 days 143,574 166,390
31ZE60R 31 to 60 days 81,276 79,635
61E90H 61 to 90 days 72,401 57,489
912 180H 91 to 180 days 149,651 118,483
#BiA180H Over 180 days 75,009 38,203
521,911 460,200
Mt ath: H b FEUGRIE Note b: Other receivables
2021 2020
EYTT EWFT
HK$’000 HK$'000
BESGIEAE Fellow subsidiaries 10,825 8,423
HEERAR Immediate holding company 17,967 17,967
iR/ Associates 2,982,361 1,906,815
—RERWERBMEEQE  Associates of a fellow subsidiary 98 113
A AR A A Intermediate holding companies - 4,420
FEFERRAR R Non-controlling shareholders 40,269 39,398
3,051,520 1,977,136
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43. RS KR (HF) 43. RELATED PARTY DISCLOSURES (continued)
() EXFEBGHRGE () Significant balances with related parties (continued)

FE W Rk 75 FRIH (#F) Amounts due from related parties (continued)
Htatb: H b FEWRIE (48) Note b: Other receivables (continued)
& T FEULEE & N BB #62,333,766,637 Except for the other receivables due from associates of
(=T T4 : #5%1,863,573,454 HK$2,333,766,637 (2020: HK$1,863,573,454), which bears interest at
IT) v %6.09% s B A REST ([ the lending rate of 6.09% or bears interest at 5 basis points (2020: 6.09%
ARRIT) ABH—FEEE R R MK or bears interest at 5 basis points) mark up of People’s Bank of China
SEHES(ZE-FE : 1#6.09%k— (“PBOC”) benchmark one-year lending rate, the remaining receivables
FEHAE R K A5 EE RN T B R EH b are unsecured and interest-free. No provisions are made against the
FEURIBYN » L E R EW R IAS & receivables from related parties as at 31 December 2021 and 31
EEMEERGEE - IERN T ——F December 2020. The trade and other receivables are expected to be
+-—A=+—-BR=-ZT=-FTF+=A received within one year.

=+— B U BIES )7 SRR R B -
ERE S EEMEBEFOREAR —FR

W@ o
Hiate: Tt 5k1E Note c: Prepayments
BYTFIT B FoT
HK$°000 HK$’000
R R B Fellow subsidiaries 2,971 2,665
i1 /N| Associates 79 118
3,050 2,783
BB EE Other non-current assets
NEMIERBEED - XA A Included in other non-current assets was an amount due from
el — Bt & A RBEo T (=& an associate of HK$0 (2020: HK$867,356,800), which bears
—EF : $51867,356,8007T) * interest at the lending rate of 6.09% in 2020.
BR_E_TFEENZE6.09%5
S
FEFIRARE S =RIA Amounts due to related parties
2021 2020
BEYTT BT T
HK$°000 HK$'000
& S ENFIE B ita) Trade payables (Note a) 107,620 95,052
L e T RRIE (7 D) Other payables (Note b) 12,706,268 11,916,461
12,813,888 12,011,513
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43. FABKH LR (F)
() EXEABSEEE®)
FE £ BR K 75 R 0E (48)

Hiita: B 5 ENFIR

43. RELATED PARTY DISCLOSURES (continued)
(I) Significant balances with related parties (continued)

Amounts due to related parties (continued)

Note a: Trade payables

2021 2020

BT JBBTF T

HK$’000 HK$'000

EEA =N Fellow subsidiaries 25,770 29,407
AEBE Joint ventures 9,118 14,526
/NG Associates 72,732 51,119
107,620 95,052

H HE e BREE 7 B 5 FURM R

The ageing analysis of the Group’s trade payables with related parties
based on invoice date at the end of each reporting period is as follows:

BT :
2021 2020
B¥TTT B FoT
HK$’000 HK$’000
0%90H 0 to 90 days 61,982 94,138
91%E365H 91 to 365 days 45,311 572
#BiA365H Over 365 days 327 342
107,620 95,052

Bath: Bt RN FOR

Note b: Other payables

2021 2020

BYTFIT B F T

HK$’000 HK$’000
FEFERRRE RS Non-controlling interests 671,272 671,313
=N Associates 553,658 87,229
AR A A Intermediate holding companies 6,561,804 8,763,461
EEL NG| Fellow subsidiaries 4,919,289 2,394,149
AR Joint ventures 245 309
12,706,268 11,916,461

B H fth 8 A< — R R4 AR 2 A
5 #6,500,649,0007T ' &
BIRITE /RS MK45E501E
HEAB(ZTE_TF : B
8,660,000,0007T ' 1R & BIRIT
EEFEMNKA5E50EED) -
REMEAMRERNE AR
##4,907,580,0007T (ZE =&
£ : J51£2,382,005,0007T) * %
FIR35%(ZTE=-FF : 3.92%)
STEMEMERIE - ZEFER
K EMNFEE EIEE - 28 RIT
EREE -

2021 FH | EHBEEEBRLA

Except for the other payables to an intermediate holding company of
HK$6,500,649,000, which bears interest at 45-50 basis points mark
up of HIBOR (2020: HK$8,660,000,000, which bears interest at 45-
50 basis points mark up of HIBOR), and the other payables to two
fellow subsidiaries of HK$4,907,580,000 (2020: HK$2,382,005,000),
which bear interest at 3.50% (2020: 3.92%), the remaining payables are
unsecured, interest-free and repayable on demand.
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43. BB R () 43. RELATED PARTY DISCLOSURES (continued)
() HEMPERFZEHEEAOX () Transactions/balances with other PRC government
2,/ #ek controlled entities
BEoh - REEE B E EKBEF In addition, the Group has entered into various transactions,
HETROTRESBEE(BBT including deposits placement, borrowings and other general
Eﬁﬂﬁﬁ?ﬁ%)ﬂﬁ%lﬁﬁ?% C BIETF banking facilities, with certain banks and financial institutions
e iA&Eﬂﬂ BIRITEE - which are government-related entities in its ordinary course of
BENZERTRS E’J {2 7N business. In view of the natures of those banking transactions,
7§$w7%f’lfﬁ1l R R R the directors of the Company are of the opinion that separate
- disclosure would not be meaningful.
(V) FLAFEERAEMEETEERBR (IV) The remuneration of directors of the Company and other
BHROFEAINT : members of key management was as follows:
TEEE ARBTHEN Compensation of key management personnel
2021 2020
BETTT BT T
HK$’000 HK$'000
e o 2R RIEAD Salaries, allowances and bonuses 19,290 15,502
RREFET B4R Retirement benefit scheme contributions 289 363
19,579 15,865
FTEEEAEBNFHBAR The remuneration of key management personnel is determined
BEEZEM@AREET i@—@%@& by the management of the Company having regarded to the
BEE e performance of individuals and market trends.
J:L‘Mﬁ$43( )EPT)EE?EE’JF‘EJIE%W The related party transactions in respect of sales to fellow
BRAR - —KRERMHEBEA A& subsidiaries and associates of a fellow subsidiary, purchases
N T HHE MBEER R Bﬁ}% from certain fellow subsidiaries, management fees, service fees
NEIRERE ENBEQATNE and interest expenses paid to associates as disclosed in Note
BE . RIGE - BB INERK 43(l) above also constitute continuing connected transactions as
FHRAEI1AAZFT R ENFE defined in Chapter 14A of the Listing Rules.
ER S °
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44. BEBNBSZEMI R 44. FINANCIAL INSTRUMENTS BY CATEGORY
EemITAERNNREHRKR ZREER The carrying amounts of each of the categories of financial
T ¢ instruments as at the end of the reporting period are as follows:
—T—4F 2021
SREE Financial assets

ROREESE

BREMEA

BORBEAEAREH EHBETHE At2EkEH
HARRNEMRE HEMRE SMEE
Financial

assets

at fair value

Financial through

assets other

Financial assets at fair value at amortised comprehensive
through profit or loss cost income

EUEX e RERR

Designated as

Mandatorily such upon
designated as initial Debt
such recognition investments

ERTFT ABFrT ARFT BB BRFr
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000

HinEngomiE Other non-current financial assets

(Wiz22) (Note 22)

RERE Equity investments - 967,784 - - 967,784
Hi3EREBEW#23)  Other non-current assets (Note 23)

-G E Long-term receivables - - 1,327,643 - 1,327,643
HitmBEBBEMH22)  Other current financial assets (Note 22)

BHER Financial products 11,987,912 - - - 11,987,912

ZHRWZEREREZE  Trade and bills receivables - - = 28,263,718 28,263,718
85 REMENE Trade and other receivables (Note 25)

(Wi25) - - 73,311,992 - 73,311,992
PN BRRE 7 ZUB(75243)  Amounts due from related parties

(Note 43) - - 3,573,431 - 3,573,431

BEATR Pledged deposits - - 7,814,631 = 7,814,631
ReRReEEY Cash and cash equivalents - - 17,513,134 - 17,513,134
it Total 11,987,912 967,784 103,540,831 28,263,718 144,760,245
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4. BENBNSZEMTI R (F) 44, FINANCIAL INSTRUMENTS BY CATEGORY

(continued)
SRR R Financial liabilities
RSN E R
SMAR
Financial
liabilities at
amortised cost
BETT
HK$°000
H 5 R EMERRIE R Z27) Trade and other payables (Note 27) 71,799,120
FE < RS 75 308 (B 72 43) Amounts due to related parties (Note 43) 12,813,888
SRITHER Bank borrowings 50,667,950
FERHEZ Bonds payable 4,364,089
et Total 139,645,047
—ECTF 2020
SRMRE Financial assets

Financial assets
at fair value

Financial  through other
Financial assets at fair value assetsat  comprehensive
through profit or loss amortised cost income

ERIER % EHRE

Mandatorily ~ Designated as
designated  such upon initial Debt

as such recognition ESIENS
BEFT BT BEFT BEFT BT
HK$'000 HK$000 HK$'000 HK$'000 HK$000
HiErgemaE Other non-current financial assets
(Hyz222) (Note 22)
RiERE Equity investments - 602,344 - - 602,344
HUIEREEEWZ23)  Other non-current assets (Note 23)
e Long-term receivables = = 1,149,894 = 1,149,894
REER Entrusted Loan = = 867,357 = 867,357
HigmBEBEBEMH22)  Other current financial assets (Note 22)
BHER Financial products 6,914,461 - - 6,914,461
BHEUFERERZE  Trade and bills receivables = = - 27,699,362 27,699,362
5 REMENEE Trade and other receivables (Note 25)
(Hri225) - - 63,965,766 - 63,965,766
[EUBRM HUR(B/3243)  Amounts due from related parties
(Note 43) - - 2,437,336 - 2,437,336
[REgYES Pledged deposits = = 6,491,930 = 6,491,930
ReRReEEY Cash and cash equivalents - - 11,231,497 = 11,231,497
@5t Total 6,914,461 602,344 86,143,780 27,699,362 121,359,947
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4. BENBSZEMTI R (F) 44. FINANCIAL INSTRUMENTS BY CATEGORY

(continued)

SMAR Financial liabilities
BREARFTED
SMAR
Financial
liabilities at
amortised cost
BETFIT
HK$’000
B 5 Rk EMERRRIE(H7F27) Trade and other payables (Note 27) 63,378,264
FE < BB 5 3R IB (B 72 43) Amounts due to related parties (Note 43) 12,011,513
RITER Bank borrowings 36,249,292
&S Bonds payable 6,040,421

5t Total 117,679,490

45. @MTAZARRERLIAR 45. FAIR VALUE AND FAIR VALUE HIERARCHY OF

EE® FINANCIAL INSTRUMENTS
$%$@Iﬂ2%§ﬁ@&§ﬁﬁﬁ The carrying amounts and fair values of the Group’s financial
(AREERA T BESEESERIN instruments, other than those with carrying amounts that reasonably
T approximate to fair values, are as follows:
IREE AREE
Carrying amounts Fair values
2021 2020 2021

BY¥TFir JEMEF T BY¥TFr B TT

HK$’000 HK$’000 HK$’000 HK$'000
STASERBIEER  Interest-bearing bank

AT ERITIER borrowings included in
non-current liabilities 4,123,504 792,072 3,920,078 770,491

JERHMES Bonds payable 3,057,725 1,215,729 2,873,452 1,112,823
Bt Total 7,181,229 2,007,801 6,793,530 1,883,314
BEENGHERR BHakReEE Management has assessed that the fair values of cash and cash
) BIRWBER - sTAES REMER equivalents, pledged deposits, financial assets included in trade and
RENSHEE HRBem&EE other receivables, other current financial assets, financial liabilities
HFAESNEMENZENSHEBE included in trade and other payables, short-term debentures, amounts
RHREA S - U RBE S SO R Y due from/to related parties and loans to associates approximate to
B R EREERE ZREERS their carrying amounts largely due to the short-term maturities of
FEHRZETARNEHAARE - these instruments.
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45. FAIR VALUE AND FAIR VALUE HIERARCHY OF

FINANCIAL INSTRUMENTS (continued)

The Group’s finance department headed by the finance manager is
responsible for determining the policies and procedures for the fair
value measurement of financial instruments. The finance manager
reports directly to the chief financial officer and the audit committee.
At each reporting date, the finance department analyses the
movements in the values of financial instruments and determines the
major inputs applied in the valuation. The valuation is reviewed and
approved by the chief financial officer.

The fair values of the financial assets and liabilities are included
at the amount at which the instrument could be exchanged in a
current transaction between willing parties, other than in a forced or
liquidation sale. The following methods and assumptions were used
to estimate the fair values:

The fair values of non-current portion of bank borrowings have been
calculated by discounting the expected future cash flows using rates
currently available for instruments with similar terms, credit risk and
remaining maturities. The Group’s own non-performance risk for bank
borrowings as at 31 December 2021 was assessed to be insignificant.
The fair value of the bonds payable is estimated by discounting the
expected future cash flows using an equivalent market interest rate
for similar bonds payable with consideration of the Group’s own non-
performance risk.

The fair values of unlisted equity investments have been estimated
using a market-based valuation technique based on assumptions that
are not supported by observable market prices or rates. The valuation
requires the directors to determine comparable public companies
(peers) based on industry, size, leverage and strategy, and calculates
an appropriate price multiple, such as enterprise value to earnings
before interest, taxes, depreciation and amortisation (“EV/EBITDA”)
multiple and price to earnings (“P/E”) multiple, for each comparable
company identified. The multiple is calculated by dividing the
enterprise value of the comparable company by an earnings measure.
The trading multiple is then discounted for considerations such as
illiquidity and size differences between the comparable companies
based on company-specific facts and circumstances. The discounted
multiple is applied to the corresponding earnings measure of the
unlisted equity investments to measure the fair value. The directors
believe that the estimated fair values resulting from the valuation
technique, which are recorded in the consolidated statement of
financial position, and the related changes in fair values, which are
recorded in profit or loss, are reasonable, and that they were the most
appropriate values at the end of the reporting period.
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45.

EXAAHER
BABE

FAIR VALUE AND FAIR VALUE HIERARCHY OF
FINANCIAL INSTRUMENTS (continued)

The Group invests in unlisted investments, which represent wealth
management products issued by banks in Mainland China. The Group
has estimated the fair value of these unlisted investments by using a
discounted cash flow valuation model based on the market interest
rates of instruments with similar terms and risks.

Below is a summary of significant unobservable input to the valuation
of financial instruments together with a quantitative sensitivity analysis
as at 31 December 2021 and 2020:

LREEYH
BABES SR

Significant
unobservable
input

Sensitivity of
fair value to the input

fh{ER
Valuation
technique

IE ETRERE Gik)7

Unlisted equity Market approach

investments

TRz AT ST aR —E- BRZ AT SH AT AR I A/ R A 10%
(10%)E10% ZETFN0%)
Discount for lack of 2021: 10% (2020: 10%) increase/
marketability (10%) to10% decrease in discount for lack
of marketability
(—E-FF B A EES FIRL
(10%)=10%) 7B150,480,000C(ZF=F
F : #%50,978,0007T)
(2020: would result in decrease/

(10%) to 10%) increase in fair value of
HK$50,480,000, respectively

(2020: HK$59,978,000)

BRZ AT RIE AR B EE A TS
S2EELKEEBRHEBOLRERTE

A °

2021 FH | EHBEEEBRLA

The discount for lack of marketability represents the amounts of
premiums and discounts determined by the Group that market
participants would take into account when pricing the investments.
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FAIR VALUE AND FAIR VALUE HIERARCHY OF
FINANCIAL INSTRUMENTS (continued)

Fair value hierarchy

The following tables illustrate the fair value measurement hierarchy of
the Group’s financial instruments:

Assets measured at fair value:

As 31 December 2021

DTSN ETHLRMENE
Fair value measurement using

EETHRE EXTHERE EAFRTHE
BiR BARE BANE

Quoted

prices Significant Significant
in active Observable unobservable

markets inputs inputs

(B—#R) (B8 (B=#)

(Level 1) (Level 2) (Level 3)
BETIT BETT BETTT BETT
HK$°000 HK$°000 HK$’000 HK$’000

AR EESER  Financial assets at fair

HE T AEAM value through other
2EREAE R comprehensive income:
BEE

EHEWIRF L E  Trade and bills receivables
e85

AR EESER  Financial assets at fair value

HE B AIB25H)  through profit or loss:

SRMEE

B EM Financial products

AR & Equity investment
w@Et Total

- - 28,263,718 28,263,718

= = 11,987,912 11,987,912
= = 967,784 967,784

- - 41,219,414 41,219,414
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45. EMTIAZARBERLIREKE  45.

{HE % (4%)
ARAERR
R-B_FF+_A=t+—H

FAIR VALUE AND FAIR VALUE HIERARCHY OF
FINANCIAL INSTRUMENTS (continued)

Fair value hierarchy

As 31 December 2020

ATIFRETHRAREENE
Fair value measurement using

R TISHY BAAEE BANABE
W= 5 ABUE 5 ABUE
Quoted
prices Significant Significant
in active Observable  unobservable
markets inputs inputs
€ ) (E=) (F=)
(Level 1) (Level 2) (Level 3)
BT T BT T BT T JEFoT
HK$’000 HK$’000 HK$'000 HK$'000
WARBETEERE  Financial assets at fair
HEB)R A M value through other
2EREEA SR comprehensive income:
AR
BRI K Trade and bills receivables
EWE & - - 27,699,362 27,699,362
WARBESEERE  Financial assets at fair value
HEB)H ABEH  through profit or loss:
B EM Financial products = = 6,914,461 6,914,461
IR E Equity investment - - 602,344 602,344
“ast Total - - 35,216,167 35,216,167
EBARBEFENEE Liabilities measured at fair value:

AEERZZE=-—F+=-A=+—8K
TE-TE+ - A=+—-HUWESEE
AIAARBEFENSRHEE -

FRN - F—BRE_BAREBEHEZ
Y EREEH TESREENREHE
BEEANBHE=RNBER(CE_F
FE) e

2021 FH | EHBEEEBRLA

The Group did not have any financial liabilities measured at fair value as
at 31 December 2021 and 31 December 2020.

During the year, there were no transfers of fair value measurements
between Level 1 and Level 2 and no transfers into or out of Level 3 for
both financial assets and financial liabilities (2020: Nil).
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45. FAIR VALUE AND FAIR VALUE HIERARCHY OF
FINANCIAL INSTRUMENTS (continued)

Assets for which fair values are disclosed:

As at 31 December 2021

LFAHFRETHARMRENE

Fair value measurement using

AETHN EXTHRRE EXTUHRER
R BABE BABE
Quoted
prices in Significant Significant
active Observable unobservable
markets inputs inputs
(B—#R) (B=#) (B=#)
(Level 1) (Level 2) (Level 3)
EB¥TT EW¥TiT EWTiT EWTFir
HK$°000 HK$°000 HK$°000 HK$’000
REAEUGRIA Long-term receivables - - 1,327,643 1,327,643

RZEZEF+ZA=+—H

As at 31 December 2020

DATFRITREITROD A (WS 8
Fair value measurement using

VB PR T 5 HY BAAEER BANAEER
HE LD 6 9 ABUR
Quoted
prices Significant Significant
in active Observable  unobservable
markets inputs inputs
(E—#%) (€t 1)) (EBE=H)
(Level 1) (Level 2) (Level 3)
JEMTFIT BT B TFoT BT oT
HK$°000 HK$°000 HK$°000 HK$'000
REAEWGRIA Long-term receivables = = 1,149,894 1,149,894
ZEER Entrusted loan - - 867,357 867,357
#aEt Total - - 2,017,251 2,017,251
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45. EMTAZARBERALAARE
HE®#E)

BARBEFENEEFRENT
RZZE-_—F+=-A=+—H

Liabilities for which fair values are disclosed:

As at 31 December 2021

LFAHFRETHARMRENE

Fair value measurement using

45. FAIR VALUE AND FAIR VALUE HIERARCHY OF
FINANCIAL INSTRUMENTS (continued)

ARTHE EXARR EXFHRER

BER(E WARE WA

Quoted prices Significant Significant

in active Observable unobservable

markets inputs inputs

(B—H) (BE=®) (B=H)

(Level 1) (Level 2) (Level 3)
BETIT BETIT BETT BETiT
HK$’000 HK$°000 HK$’000 HK$°000
FATIER Bank borrowings - - 3,920,078 3,920,078
FERH &S Bonds payable - - 2,873,452 2,873,452
“est Total - - 6,793,530 6,793,530

RZEZEF+_A=+—H

As at 31 December 2020

PATFBITREITROD At (WS B
Fair value measurement using

VB RE T % EAAHE BEANITER

HIER(E B A\ B B A\ BE

Quoted prices Significant Significant

in active Observable  unobservable

markets inputs inputs

(BE—H (E=H®) (E=%)

(Level 1) (Level 2) (Level 3)
JEMTFIT B TFIT B TFT BT
HK$'000 HK$°000 HK$'000 HK$'000
RITIER Bank borrowings - - 770,491 770,491
ERES Bonds payable = = 1,112,823 1,112,823
st Total - - 1,883,314 1,883,314
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46. FINANCIAL RISK MANAGEMENT OBJECTIVES

AND POLICIES

The Group’s principal financial instruments comprise interest-bearing
bank borrowings, bonds payable, cash and cash equivalents and
pledged deposits. The main purpose of these financial instruments
is to finance the Group’s operations. The Group has various other
financial assets and liabilities such as trade receivables and trade
payables, which arise directly from its operations.

The main risks arising from the Group’s financial instruments are
interest rate risk, foreign currency risk, credit risk and liquidity risk.
The board of directors reviews and agrees policies for managing each
of these risks and they are summarised below.

(@) Interest rate risk

The Group’s exposure to the risk of changes in market interest
rates relates primarily to the Group’s long-term debt obligations
with a floating interest rate.

The Group’s policy is to manage its interest cost using a mix of
fixed and variable rate debts.

The sensitivity analysis is prepared assuming that those
balances outstanding at the end of the reporting period were
outstanding for the whole year. A 50 basis points (2020:
50 basis points) increase or decrease which represents the
management’s assessment of the reasonably possible change
in interest rates is used.

If the interest rate on floating rate borrowings had been 50 basis
points higher/lower and all other variables were held constant,
the profit for the year of the Group would decrease/increase by
approximately HK$14,337,000 (2020: HK$2,489,000) for the
year ended 31 December 2021.

In management’s opinion, the sensitivity analysis is
unrepresentative of the inherent interest rate risk as the
exposure at the end of each reporting period does not reflect
the exposure at the end of each reporting period.
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46. MIGMPBEEE B R BR W)

46. FINANCIAL RISK MANAGEMENT OBJECTIVES

AND POLICIES (continued)

(b)  ShEERERBR (b)

AT RAAEBASNESHERN B
BERERABRREHRNE
HE G EFEFREAEENE
ZREMEBYEFIE B E
E R ENBEB TR - B
ERRTER  ReRAEE
Y BHREMEMNKE - RIT

Foreign currency risk

The carrying amounts of the Group’s monetary assets and
monetary liabilities denominated in foreign currencies, which
are mainly trade and other receivables, other financial assets,
amounts due from/to related parties, pledged bank deposits,
cash and cash equivalents, trade and other payables, bank
borrowings and bonds payable of the Group, at the end of the
reporting period are as follows:

ERRERES
B¥TIiT
HK$’000
EE Assets
Ey(E =) United States dollars (“USD”) 299,848
AR RMB 141,968,211
afE Liabilities
ey usD 118,268
AREE RMB 141,540,902

2020

JEMF T
HK$'000
BiE Assets
=TT usbD 92,221
AREE RMB 119,231,370
afE Liabilities
=TT Usb =
ARE RMB 119,752,175

AEEEEERBT Y ERING
PEXORENREIRINE R o A&
B3R B W\ AT AR SMNEERHI S
HIRERINE R - BB
MR E B INE R -

302 2021558 | EHBHEMARAT

The management of the Group manages the foreign currency
risk by closely monitoring the movements of foreign currency
exchange rates. The Group currently has not entered into any
foreign currency forward contracts to hedge against foreign
currency risk. Management will consider hedging foreign
currency exposure should the need arise.
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46. FINANCIAL RISK MANAGEMENT OBJECTIVES
AND POLICIES (continued)

(b) Foreign currency risk (continued)
Sensitivity analysis
The Group is mainly exposed to fluctuation in RMB.
The following table demonstrates the sensitivity at the end of
the reporting period to a reasonably possible change in RMB
exchange rate, with all other variables held constant, of the

Group’s profit before tax (due to changes in the fair value of
monetary assets and liabilities).

—B-—g 2021

L3 (T BRI AR F
BERAREES /i, (RP)
Increase/ Increase/
(decrease) in (decrease) in
HKD/RMB rate profit before tax
% BETT
% HK$’000

B ARBEZE If the Hong Kong dollar weakens against the
RMB 5% 21,365

WA EAREAE If the Hong Kong dollar strengthens against
the RMB (5%) (21,365)

—TCTF 2020

EF(RER) R Al A
VIS 5 R 2 50, G
Increase/ Increase/
(decrease) in (decrease) in
HKD/RMB rate profit before tax
% BB FT
% HK$'000

WA EARBRE If the Hong Kong dollar weakens against the
RMB 5% (26,040)

S A RBHE If the Hong Kong dollar strengthens against
the RMB (5%) 26,040
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46. MEREERBERBR (&) 46. FINANCIAL RISK MANAGEMENT OBJECTIVES

AND POLICIES (continued)

(c)

{EEE B

AEBERMNLMEEAENSE
=HETRS ARENERERS
MEEBNEERETISN
BEPYAMECERARETE - It
o NEE AR WGRIR A
# - BURRRHOREBR A © BLEAZE
R EEMIE RS HERETT
ZRPME  AREEEERBE
ERRHAE  ARETERTE

BXHORFXEER

TRENN+TZA=1+—BER
AEBNEEBR (Z2RERY
B BRIFBANVERASES
HENFEREMERDIIROER
BEREERBR&EAROARSE

REEER B ©

R —F+=-A=+—H

(c)

Credit risk

The Group trades only with recognised and creditworthy
third parties. It is the Group’s policy that all customers who
wish to trade on credit terms are subject to credit verification
procedures. In addition, receivable balances are monitored on
an ongoing basis and the Group’s exposure to bad debts is
not significant. For transactions that are not denominated in the
functional currency of the relevant operating unit, the Group
does not offer credit terms without the specific approval of the
Head of Credit Control.

Maximum exposure and year-end staging

The table below shows the credit quality and the maximum
exposure to credit risk based on the Group’s credit policy,
which is mainly based on past due information unless other
information is available without undue cost or effort, and year-
end staging classification as at 31 December.

As at 31 December 2021

12{@R
RHERER 2RGERER
12-month
ECLs Lifetime ECLs
SR BB EERE 1. K1%:F: 3 it
Simplified
Stage1 Stage2 Stage3 Approach Total
BYFT BYFT BYFT BYFT BYFT
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
HibEne&E Other non-current assets* 1,327,643 - = = 1,327,643
HiengesEE Other current financial assets* - - - 28,263,718 28,263,718
S REMBEKRTIE  Trade and other receivables
(Wst2s) (Note 25) ** 6,494,840 - - 69,279,848 75,774,688
U B 7 R Due from related parties” 3,051,520 - - 521,911 3,573,431
EHEAER Pledged deposits 7,814,631 - - - 7,814,631
ReRREEED Cash and cash equivalents 17,513,134 - - - 17,513,134
@5t Total 36,201,768 - - 98,065477 134,267,245
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46. FINANCIAL RISK MANAGEMENT OBJECTIVES
AND POLICIES (continued)

EEREE) (c) Credit risk (continued)
RAXORFEXER (&) Maximum exposure and year-end staging (continued)
RZZEZZTF+=H As at December 2020
128 A
RHEEEBE 2HRBEESE
12-month
ECLs Lifetime ECLs
—BEE FRER F=PEER ST @Dz
Simplified
NIEEY Stage2 Stage3 Approach
BETFT BEFT EETFT JBETT BETFIT
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
HitnEmB AR Other non-current assets* 2,017,251 - - - 2,017,251
HiengesEE Other current financial assets* = = - 27699,362 27,699,362
ZHREMERTIE  Trade and other receivables
(Wiit25) (Note 25) ** 5,570,605 - - 60320373 65890978
JE I BB 5 2 oE Due from related parties™ 1,977,136 - - 460,200 2,437,336
BERER Pledged deposits 6,491,930 - - - 6,491,930
ReRREEED Cash and cash equivalents 11,231,497 = = - 11,231,497
@t Total 27,288,419 - - 88479935 115,768,354
* TR E R EFEFEEL T LR E * For trade receivables to which the Group applies the simplified
SEKTIEME » BEREEFEE approach for impairment, information based on the provision
BB B FE R KR 725 © matrix is disclosed in Note 25 to the financial statements.
wx B S RE M EY TS o The credit quality of the financial assets included in trade and
BENEEE S FITEENETR other receivables is considered to be “normal” when there is no
B 5 BE e B A 18 information indicating that the financial assets had a significant

BEINRF IR AIIEFE ] - ZBA - &
BEENERERKB DAL
(RS

RENR SRR

EEERDHETERE  AKH

ERVAREEERATREMNAR
ERASEEWKE - BUARAE

SENEERTESRBEERS
/}lui/&@bmﬁ/g ° mfi@ﬁ%%
RITERNERBER - BWIREST

/TA¥

=) o

increase in credit risk since initial recognition. Otherwise, the
credit quality of the financial assets is considered to be “doubtful”.

(d) Liquidity risk

In the management of the liquidity risk, the Group monitors
and maintains a level of cash and cash equivalents deemed
adequate by the management to finance the Group’s
operations and mitigate the effects of fluctuations in cash
flows. The management also monitors the utilisation of bank
borrowings and ensures compliance with loan covenants, if
any.
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46. MEREERBERBR (&) 46. FINANCIAL RISK MANAGEMENT OBJECTIVES
AND POLICIES (continued)

(d) KEIELEREGE) (d) Liquidity risk (continued)

TRAMASEETESRMBE The following table details the Group’s remaining contractual
R FISHRE DR EER - TRIDIR maturity for its non-derivative financial liabilities. The table
BEeRBENAMRBESRER has been drawn up based on the undiscounted cash flows
AEEAEANZOEE B IR of financial liabilities based on the earliest date on which the
& ZREEMNERTERER Group can be required to pay. The table includes both interest
2 AFEREBZHFE K and principal cash flows. To the extent that interest flows are
MRS BB EZZREHROF at floating rate, the undiscounted amount is derived from the
EEHH o interest rate at the end of the reporting period.

RERAL
mEFELHE  BERME 1EHA 152 dHE  REHE IR

Weighted Total
average  Repayable Within undiscounted Carrying
interestrate  on demand 1year 1to2years Over2years  cashflows amounts
% ERTT ARTT ARTT AT ARTT ARTT
HK$000 HK$ 000 HK$000 HK$ 000 HK$000 HK$000

“E--F+ZA=1-F 31 December 2021

BSRERERTE Trade and other payables - - 71,799,120 - - 71,799,120 74,799,120
R Amounts dus to related parties - - 12813888 - - 12813888 12,813,888
fgak Lease liabities - - 583,805 845,842 148442 1578080 1,515,667
BN Bank borrowings 247 888,845 44147235 1,067,393 4653 46,108,126 50,667,950
EfiES Bonds payable 387 - 1,348,350 107,000 3,109,036 4564406 4,364,089

868,845 130,692,398 2,020,255 3,262,131 136,863,629 141,160,714

“Z-FE+-A=1-8 31 December 2020

EAREMENTE Trade and other payables 5 - 83378264 5 - 03378264 63378264
EfEEATE Amounts due to refated parties - - 12011513 - - 12011513 12011513
fgak Lease liabiities 5 5 709959 475086 120693% 2392181 1,865,666
BOER Bank borrowings 343 154461 35852415 805,512 450 36816908 36,249,202
ERES Bonds payable 410 - 493797 1205879 - B149676 6040421

154461 116,895,948 2,486,677 1211456 120748542 119,545,156
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(d)

(e)

e B0 & B (A7)

BEEREREZKRANBITE
R A EXEI BB S TR
ExEEIBEAER R

—_—%+=-—A=+—8 " %%
BITHE R ERE A5 77% ﬁ%
888,845,000/L(ZE=FF :
#154,461,0007T) ° ,%%.#&Ni
BEHBERR  ARBEERE
RIT R ARAIREITE A BB REK
BIBFIEEN - A QARIEZESHME - A
EENZFRTERGRBTE
RipEFTE T EER A NS
HARIBEE -

4\

BEEpEER

AEBMEBRHERN  BRAEE
BETERAFELE  WBBHE
EEERRELRETEAR
HipER AR o

AEBNEAEBEREEEFE
(B1EMEE29 ~ 30430 Rl E
MIRITIER - EBRESRTES
FEf BB 5 508 (G B RE Rk
ReEEY) RARNEHER AR
R (BREBITRA - REEF
NMEABREE)

AEBEEEERESENE
B ERRREEN N &
BEZREARAKARE ﬁ§$ﬁ
BRER - RETEENEEER
R AEESERRMNEE &%
TTHBRIA R BITHES R EER
BER  FEOHERSE -

RE MR ME

Notes to Consolidated Financial Statements

—ZT-—F+—-H=+—H 31 December 2021

46. FINANCIAL RISK MANAGEMENT OBJECTIVES
AND POLICIES (continued)

(d)

(e)

Liquidity risk (continued)

Bank borrowings with a repayment on demand clause are
included in the “repayable on demand” time band in the above
maturity analysis. As at 31 December 2021, the aggregate
carrying amount of these bank borrowings was approximately
HK$888,845,000 (2020: HK$154,461,000). Taking into account
the Group’s financial position, the directors of the Company
do not believe that it is probable that the banks will exercise
their discretionary right to demand immediate repayment. The
directors of the Company believe that such bank borrowings
of the Group will be repaid after the end of reporting period in
accordance with the scheduled repayment dates set out in the
bank borrowing agreements.

Capital risk management

The Group manages its capital to ensure that entities in the
Group will be able to continue as a going concern while
maximising the return to shareholders through the optimisation
of the debt and equity balances.

The capital structure of the Group consists of net debts, which
includes bank borrowings (Note 29), bonds payable (Note
30) and interest-bearing amounts due to related parties (Note
43), respectively, net of cash and cash equivalents and equity
attributable to owners of the Company, comprising issued
share capital, retained earnings and other reserves.

The management of the Group reviews the capital structure
on a periodic basis. As part of this review, the management
considers the cost of capital and the risks associated with
each class of capital. Based on recommendations of the
management, the Group will balance its overall structure
through the payment of dividends and new shares issues as
well as the issue of new debts or the repayment of existing
debts.
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46.

FINANCIAL RISK MANAGEMENT OBJECTIVES

AND POLICIES (continued)

(e) Capital risk management (continued)

The gearing ratios at the end of the reporting periods were as

T follows:
2021 2020

BYFT BT T

HK$’000 HK$000
R—FRZRITER Bank borrowings within one year 46,544,446 35,457,220
R—FR 2 EMESH Bonds payable within one year 1,306,364 4,824,692
R—F18 2 RITER Bank borrowings more than one year 4,123,504 792,072
R—Fe 2 EES Bonds payable more than one year 3,057,725 1,215,729
AT BRI R 5 508 Interest-bearing amounts due to related parties 8,949,445 11,042,005
B ReERREEEY Less: Cash and cash equivalents (17,513,134) (11,231,497)
FaE Net debt* 46,468,350 42,100,221
B Total equity 94,984,266 80,029,444
EREF R Gearing ratio** 48.92% 52.61%
* FEEERIRITIEHAERE - BT . Net debt equals to total bank borrowings, total bonds payable

B AR R R 58 0 FE 1 BT 77 30

BEREZRELSEY -

w BAAENEETA R GIE
P
HENMEER

RZZE-—F+-A=++tH - £HE
BEARFENEESESE L ASEERR
BTCERAETBREZRSHFABEA
BRMARNZHR)  AEEHERR
BEAESUETRFERSHALDER
15 o BIEERR 15 BiE T™MER2,217.648 1%
BT #B152,350.0080% © O BRI
BAREEA1837IL/M%  CIBHREES
SEHBBOERN TEZBRETEA
1288 - HEARGBHHREFEB - =B
ERRBETHEXHHACZEE
D8 E A21,587,5090% » HEHERS
AR EI2.07% ©
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47.

and interest-bearing amounts due to related parties less cash and
cash equivalents.

> The gearing ratio is calculated by dividing net debt by total equity.

EVENTS AFTER THE REPORTING PERIOD

On 27 December 2021, CR Double-Crane held the seventh mesting
of the ninth board of directors to consider and approve the “Proposal
on the Repurchase of the CR Double-Crane’s Shares by Centralised
Quotation Trading”, agreeing that CR Double-Crane can repurchase
shares through centralised bidding transaction with its own funds.
The number of shares to be repurchased shall not be less than
22,176,400 shares and not more than 23,500,000 shares, the
repurchase price shall not exceed RMB18.37 per share, and the
repurchase period shall not exceed 12 months from the date when
the board of directors deliberates and approves the share repurchase
plan. As of the approval date of the consolidated financial statements,
CR Double-Crane has accumulated a total of 21,587,509 shares
repurchased, accounting for 2.07% of CR Double-Crane ‘s total
shares.
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48. STATEMENT OF FINANCIAL POSITION OF THE
COMPANY

48. FLTFIMBRAE

BRAAR RN E MR M AR A

Information about the statement of financial position of the Company

BRI ¢ at the end of the reporting period is as follows:
2021 2020
BYFT JBMFT
HK$’000 HK$'000
FRBEE NON-CURRENT ASSETS
ERN: VB Property, plant and equipment 1,090 1,542
REEE Right-of-use asset 6,779 11,863
RIBRBMERE Investments in subsidiaries 19,486,254 19,486,254
FEMH B ARIFR Due from subsidiaries 14,989,026 14,788,854
FREEEESE Total non-current assets 34,483,149 34,288,513
mEEE CURRENT ASSETS
Hi eI Other receivables 689 3,084
MR AR Amounts due from subsidiaries 8,590,671 7,192,287
JEURE B R A A RE Amounts due from the immediate holding company 17,967 17,967
Re RiBTHEH Cash and bank balances 24,360 16,076
MEBAERE Total current assets 8,633,687 7,229,414
nBaE CURRENT LIABILITIES
B 5 R EMNFUR Trade payables and other payables 5,984 5,070
JERT AR R A R FOE Amounts due to the intermediate holding companies 6,500,649 8,668,409
RITHE Bank borrowings 7,709,458 4,530,000
HEEE Lease liability 5,106 4,857
nBAaGEEE Total current liabilities 14,221,197 13,208,336
BRBAR NET CURRENT LIABILITIES (5,587,510) (5,978,922)
HAERTHAR TOTAL ASSETS LESS CURRENT LIABILITIES 28,895,639 28,309,591
Ed =T NON-CURRENT LIABILITIES
HEAR Lease liability 1,759 6,865
EEPE NET ASSETS 28,893,880 28,302,726
#a EQUITY
R Share capital 27,241,289 27,241,289
[#fE Reserves 1,652,591 1,061,437
aiEs TOTAL EQUITY 28,893,880 28,302,726

The Company’s statement of financial position was approved and
authorised for issue by the Board of Directors on 29 March 2022 and is
signed on its behalf by:

ARBNBBARBRER T _—
A thBEEESIERKET
o WHATATRREE

BRER AEZ
Han Yuewei Weng Jingwen
EE BERABE
Director Chief Financial Officer
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48. ERTIMBKRE (&) 48. STATEMENT OF FINANCIAL POSITION OF THE
COMPANY (continued)
Mzt - Note -
AABIEEHEDT - A summary of the Company’s reserves is as follows:
E R 6 RrEaH
Translation Retained
reserve earnings
B For B For B FT
HK$°000 HK$'000 HK$'000
R=ZTE=TF—HA—H At 1 January 2020 120,041 1,119,223 1,239,264
Bl Repurchase shares - (9,523) (9,523)
FREF Profit for the year = 522,772 522,772
FRHEFREEREETE Total profit and comprehensive
income for the year 120,041 1,682,472 1,752,513
FR=ZT-NFREARKRE 2019 final dividend declared - (691,076) (691,076)
R=ZZE-TF+=-A=1+—H At 31 December 2020 120,041 941,396 1,061,437
RZT=Z—F—A—H At 1 January 2021 120,041 941,396 1,061,437
F A A Profit for the year = 1,345,056 1,345,056
FRRFREEK R ERE Total profit and comprehensive
income for the year 120,041 2,286,452 2,406,493
SR-ZFE-FEREKE 2020 final dividend declared = (7583,902) (7583,902)
RZT—_—F+_A=+—H At 31 December 2021 120,041 1,532,550 1,652,591
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49. SHARE BASED PAYMENT TRANSACTIONS

Pursuant to the share option scheme adopted by the Company on
12 December 2017 (the “Share Option Scheme”), the purpose of the
Share Option Scheme is to effectively retain and attract exceptional
talents through a further optimised remuneration structure, align the
interests of the employees and shareholders, and effectively motivate
both the management team and key employees, thereby fostering the
long-term development of the Company and maximising the interests
of the shareholders.

There are 199 incentive targets under the Share Option Scheme, who
are the directors (excluding non-executive directors and independent
non-executive directors), senior management (including general
managers, deputy general managers, heads of the finance department
and those personnel with such functions, board secretaries and other
senior management pursuant to the articles of association), and other
key employees whose management and technical skills may have a
direct impact on the results of operation and strategic development of
the Group.

The total number of new shares that may be issued upon exercise
of the share options pursuant to the Share Option Scheme and alll
other schemes of the Company (if any) shall not, in aggregate, exceed
628,450,646 shares, representing 10% of the Company’s total issued
shares as at the date on which the resolution approving the Share
Option Scheme is passed at the extraordinary general meeting.
The total number of new shares that may be issued in relation to
the first grant of the share options to the incentive targets under the
Share Option Scheme shall not exceed 1% of the Company’s total
issued shares. The limit on the number of securities which may be
issued upon exercise of all outstanding options granted and yet to
be exercised under the Share Option Scheme and other schemes
(if any) shall not exceed 30% of the relevant class of securities of the
Company in issue from time to time, and no share option may be
granted under the Share Option Scheme and any other schemes of
the Company if this will result in this limit being exceeded.
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49.

50.

SHARE BASED PAYMENT TRANSACTIONS
(continued)

The exercise price of the share options under the Share Option
Scheme shall be determined by the board of directors, but shall not
be less than the highest of (i) the closing price of the Shares on the
grant date (which must be a trading day) as stated on the Stock
Exchange’s daily quotations sheet; and (i) the average closing price
of the Shares for the five (5) trading days immediately preceding the
grant date as stated on the Stock Exchange’s daily quotations sheet
on the grant date. The Share Option Scheme shall be valid for ten
years from its effective date, unless otherwise terminated pursuant to
the terms therein.

No share option was granted under the Share Option Scheme during
the year ended 31 December 2021.

APPROVAL OF THE FINANCIAL STATEMENTS

The financial statements were approved and authorised for issue by
the board of directors on 29 March 2022.
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