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TONG REN TANG TECHNOLOGIES CO. LTD.

Corporate Structure
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Corporate Structure (Continued)

o v 58 (4)

Note 1: China Beijing Tong Ren Tang Group Co,, Ltd. (F B9 1t X [A] 1= % (% [#) A IR & ¥ 22 &]) (‘Tong Ren Tang Holdings’) is the ultimate holding
company of Tong Ren Tang Technologies Co. Ltd. (1t R [A]{= 2 F} 1 % B iR 17 B R 2~ 7] ) ('Tong Ren Tang Technologies’ or the ‘Company’).

A1 FEUEREICZE(FEE)BEREFAA([EBRE)RILRALCEREERRHERAF ([AECERE] 2 [ XA T ]) B RALFTE
RINE] ©

Note 2:  Beijing Tong Ren Tang Company Limited (1t 5 [E]1= i % 17 B R 2 7]) (‘Tong Ren Tang Ltd.") (stock code: 600085.5H) was incorporated in the
People’s Republic of China (the “PRC") in 1997 and listed on the Shanghai Stock Exchange in June of the same year. Tong Ren Tang Ltd. is the direct
holding company of Tong Ren Tang Technologies.

E20 RFACERGBERAG([FAEERE]) (BREART : 600085.5H) R—ANEFEREARLME ([HE])iF & - FIFNA
T LB GHHIELT  RRCERFAEZEERE] -

Note 3:  Beijing Tong Ren Tang Chinese Medicine Company Limited (1t R [F]{~ 2 B %75 R 7 7]) (‘'Tong Ren Tang Chinese Medicine’) (stock code: 3613.
HK) was incorporated in Hong Kong Special Administrative Region of the PRC (‘Hong Kong, China’) in 2004, listed on the Growth Enterprise Market of
The Stock Exchange of Hong Kong Limited (the “"Hong Kong Stock Exchange’) in May 2013, and transferred to the Main Board of the Hong Kong
Stock Exchange in May 2018. Tong Ren Tang Chinese Medicine is a subsidiary of the Company.

A3 WRACEEEGRAA([[F-EEE]) (RERT - 3613HK) R-ZEZMFEFREEBEHTEE ([FEEE]) M - R
CEZFRAEETEBAERGIAERL G ([EBBXA) BIEREE LT - R =F— \FOHABZEEHIFR LT -
BARRNELZFRA] e

* For full names of the subsidiaries, please refer to Note 9 to the Consolidated Financial Statements.
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TONG REN TANG TECHNOLOGIES CO. LTD.

Corporate Information
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BOARD OF DIRECTORS

As at 31 December 2022, the directors of the Company (each the

“Director’) of the board (the “Board”) are as follows:

EXECUTIVE DIRECTORS

Gu Hai Ou (Chairman)
Wang Yu Wei
Feng Zhi Mei

NON-EXECUTIVE DIRECTORS ©et

JinTao
Guo Ya Qing
Feng Li

INDEPENDENT NON-EXECUTIVE
DIRECTORS

Ting Leung Huel, Stephen
Chan Ching Har, Eliza
Zhan Yuan Jing

SUPERVISORS

Su Li (Chairman)
Wu Yi Gang
Li Yuan Hong

SENIOR MANAGEMENT

Wang Yu Wei (General Manager)
Yang De Chun

Feng Zhi Mei

Zhang Feng

Wang Yue

Dong Ling Yun

Han Guan Zhao

Zhao ShuWu

JiaZe Tao

AUTHORIZED PERSON TO
ACCEPT SERVICE OF PROCESS
AND NOTICE

So Shuk Vi, Betty

JOINT COMPANY SECRETARIES

JiaZe Tao
So Shuk Vi, Betty

AUDIT COMMITTEE

Ting Leung Huel, Stephen (Chairman)
Chan Ching Har, Eliza
Zhan Yuan Jing
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Corporate Information (Continued)

o vl &R (%)

REMUNERATION COMMITTEE

Zhan Yuan Jing (Chairman)
Ting Leung Huel, Stephen
Chan Ching Har, Eliza

NOMINATION COMMITTEE

Gu Hai Ou (Chairman)
Chan Ching Har, Eliza
Zhan Yuan Jing

STRATEGY AND PLANNING
COMMITTEE

Gu Hai Ou (Chairman)
Wang Yu Wei

Ting Leung Huel, Stephen
Chan Ching Har, Eliza
Zhan Yuan Jing

AUTHORIZED
REPRESENTATIVES
Gu Hai Ou

JiaZe Tao

INDEPENDENT AUDITOR

PricewaterhouseCoopers

Certified Public Accountants and

Registered Public Interest Entity Auditor

22nd Floor, Prince’s Building, Central, Hong Kong

H SHARE REGISTRAR

Hong Kong Registrars Limited
Shops 1712-1716,

17th Floor, Hopewell Centre,
183 Queen’s Road East,
Wanchai, Hong Kong

'_JF

Note: During the Reporting Period, Mr. Ma Guan Yu resigned as a non-
executive Director of the Company. For details, please refer to the
section “Changes of Directors, Supervisors and Senior
Management” in the “Report of the Board of Directors” section of
the report.

Reference is made to the announcements of the Company on 14
December 2022 and 16 February 2023, and the Circular of the
Company dated 18 January 2023, Ms. Guo Ya Qing has resigned as
a non-executive Director and Ms. Wang Chun Rui has been
appointed as a non-executive Director of the eighth session of the
Board as approved by the shareholders of the Company (the
“Shareholders’) at the extraordinary general meeting held on 16
February 2023.
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Financial Highlights
S0 5 R

A summary of the consolidated results and financial position of the Company and its subsidiaries (hereinafter collectively referred to as
the “Group”) for each of five years ended 31 December 2022, as extracted from the audited financial statements of the Group, is set

out below:

Revenue A

Gross profit 7|

Profit for the year 4F & FIJ}E

Profit attributable to owners of the Company FlE 5z BR AR B FTE &
Earnings per share (RMB) & Uz (A R¥EIT)

Dividend per share (RMB) &% 8 (A REET)

Gross margin £ Fl| &

Net profit margin 7% &I &
Current ratio ;R Btk &

Quick ratio ZR B bt 2

Debt to asset ratio & &= & & X
Return on equity B& 7K @] 55 =&
Return on assets & f£ [0] 3z &

Total assets & E 485t

Total liabilities B f&A& &t
Equity attributable to owners of the Company #2552 B A AN QA RIFT A &
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Financial Highlights (Continued)
W R ()

ATRAERRREFRARIATEAB [ FEEMNBE_S-__F+_A=1T—HILhAFEZAHEEHREK
MBARBE (REEAEELEZRE)

2022 2021 2020 2019 2018
RMB’000 RMB'000 RMB'000 RMB'000 RMB'000
AR¥F R ARETTT ARETTT ARETTT ARETT
5,991,841 5,400,487 4,607,369 4,476,449 5,059,638
2,591,826 2,291,295 2,067,710 2,054,495 2,427,979
1,001,620 866,844 786,507 741,390 1,005,853
582,888 507,249 467,553 417,650 677,815
0.46 0.40 0.37 033 0.53

0.16 0.16 0.16 0.16 0.18

43.26% 42.43% 44.88% 45.90% 47.99%
16.72% 16.05% 17.07% 16.56% 19.88%
4.42 331 3.04 4.49 4.95
2.77 207 1.85 3.04 330
27.78% 29.63% 29.15% 29.18% 25.52%
11.11% 10.63% 10.15% 10.00% 13.82%
8.02% 7.48% 7.19% 7.08% 10.30%

2022 2021 2020 2019 2018
RMB’000 RMB'000 RMB'000 RMB'000 RMB'000
ARBT ARETIT ARETT ARETT ARETT
12,484,768 11,593,866 10,940,798 10,469,970 9,769,866
3,467,830 3435464 3,189,293 3,055,396 2,493,017

6,482,751 5,979,479 5,731,549 5,527,255 5,316,652




TONG REN TANG TECHNOLOGIES CO. LTD. 8 ANNUAL REPORT 2022

Chairman’s Statement

RN

I am pleased to present the annual report of the Group for the year ended 31 December 2022 for shareholders’ review.

RESULTS OF THE YEAR

For the year ended 31 December 2022 (the “Reporting Period"), the Group’s revenue amounted to RMB5,991,841,000, representing
an increase of 10.95% from RMBS5,400,487,000 for the corresponding period of last year; net profit amounted to RMB1,001,620,000,
representing an increase of 15.55% from RMB866,844,000 for the corresponding period of last year; profit attributable to owners of the

Company amounted to RMB582,888,000, representing an increase of 14.91% from RMB507,249,000 for the corresponding period of
last year; earnings per share was RMB0.46 (2021: RMB0.40); and dividend per share was RMBO0.16 (2021: RMB0.16).

REVIEW OF THE YEAR

The year 2022 is a year of creative transformation and high-quality development of China’s traditional Chinese medicine industry, and
itis also a crucial year for the Group’s “14th Five Year Plan” to make progress based on tradition and deepen the transformation. During
the year, the state successively promulgated important policies such as the “Strategic Plan for Expanding Domestic Demand (2022-
2035)" (C#E K A & B B8 R 2] 48 2 (2022-20354F ))) and the “14th Five Year Plan for the Development of Traditional Chinese
Medicine” ({[ + P4 F | A B B2 3E R 45 2)). In the report of the 20th National Congress of the Communist Party of China, the favorable
message of “promoting the inheritance and innovation of traditional Chinese medicine” was clearly stated, which fully reflected the
great importance attached by our country to the traditional Chinese medicine industry. Benefiting from the successive
implementation of industrial policies, the policy superposition effect is more obvious, and it also clarifies the direction for the
comprehensive promotion of the construction of a “Healthy China” and the future development of the traditional Chinese medicine
industry. Deepening transformation and improving the manufacturing quality are still the direction towards which traditional Chinese
medicine enterprises will devote their efforts. At the same time, affected by various factors, the downward pressure on the global
economy has further intensified, and the domestic economy has also weakened to a certain extent in the short term, which has
brought some risks and challenges to the production and operation of the Group.

Therefore, the Group continued to fully implement the concept of in-depth development of our core business, centered on the goal
of “guaranteeing supply, improving quality, and increasing sales volume”, and adhered to the strategy for major varieties to make
practical moves in production and supply. The reform on the marketing system has produced results, and opportunities have been
seized. We have effectively responded to the challenges, successfully completed the established task indicators, and steadily promoted
the high-quality development of the Group.

At the same time, the Group actively supported the reserve of medical relief in Beijing to ensure the production and supply of
emergency medicines, providing an effective protection for the anti-pandemic work in the capital. We have quickly adapted to the
changes in the philosophy of business management under the new economic situation, laying a solid foundation for the sound
development of the Group during the “14th Five Year Plan”.
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Chairman’s Statement (Continued)
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Chairman’s Statement (Continued)

= F R ()

OUTLOOK AND PROSPECTS

At present, the development of traditional Chinese medicine is in a period of important strategic opportunities with great potential for
great achievements. As the population aging in China continues to deteriorate, its related problems are becoming more and more
serious. Coupled with the people’s awareness of health is gradually raising, “creative transformation and innovative development” has
become a key problem to be solved for the revitalization of the traditional Chinese medicine industry. The Group will continue to
adhere to the inheritance, innovation and development of traditional Chinese medicine, continuously improve the capability of
scientific research, uncover the market potential, seize the opportunities, take advantage of the favorable situation, and meet the
consumer needs in traditional Chinese medicine by improving the supply of high-quality products.

At the same time, the Group will continue to focus on the strategy for major varieties, focus on the core competitive advantages of
“branding, variety, and quality”, accurately grasp the development trend of the traditional Chinese medicine industry, target the
development goals of the Group’s “14th Five Year Plan”, and focus on the core business for in-depth development. Under the guidance
of the “Implementation Plan for Major Projects for the Revitalization and Development of Traditional Chinese Medicine”, we will seek
innovation in scientific research and development, look for effective strategies in the development of subsidiaries, attempt
breakthroughs in investment, mergers and acquisitions, strive to radiate our new vitality, and fully promote the high-quality

development of traditional Chinese medicine industry.

I hereby would like to express my sincere gratitude and respect to the members of the Board and all the staff of the Group for their
excellent performance and unremitting efforts; and to all the shareholders for their continuous support to and understanding of the
Company. As always, we will try our best to reward the shareholders.

Gu Hai Ou
Chairman

Beijing, the PRC
22 March 2023
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Chairman’s Statement (Continued)
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Management Discussion and Analysis

o B Wt s B2 0 A

BUSINESS REVIEW

In 2022, in the face of the public health situation and based on the supply and demand of products in the market, the Group timely
adjusted and formulated related operating plan, closely paid attention to the demand of market, coped with flexibility and actively
fulfilled enterprise responsibility, provided comprehensive support in terms of raw material protection, production and processing,
marketing and promotion, etc., and giving full play to the synergy of superior resources to improve the overall work efficiency and
achieve good results. For the year ended 31 December 2022, the Group's revenue from sales amounted to RMB5,991,841,000,
representing an increase of 10.95% from RMB5,400,487,000 for the corresponding period of last year; net profit amounted to
RMB1,001,620,000, representing an increase of 15.55% from RMB866,844,000 for the corresponding period of last year; profit
attributable to owners of the Company amounted to RMB582,888,000, representing an increase of 14.91% from RMB507,249,000 for
the corresponding period of last year.

In terms of production, in order to respond effectively to the impact of the emergency situations on the supply end and the
production end, the Group reasonably allocated production capacity in Beijing and Hebei, adjusted production arrangements and
production pace as and when appropriate, enriched large-scale production means, and focused on improving product production
and supply capabilities to ensure the non-disruption in production and supply in the market. During the year, the Daxing Branch
Factory and Beijing Tong Ren Tang Technologies (Tangshan) Co., Ltd, a subsidiary of the Company, thoroughly implemented the
strategy for major varieties, gave full play to the advantages of production capacity, acted proactively, reasonably arranged production
plans, strengthened the connection between the upper and lower processes, and coordinated the secured allocation of production
planning, production materials and production personnel deployment. The Daxing Branch Factory also added to its production
Guanxin Suhe Pills (752288 & A1), Jiawei Xiaoyao Pills (JNBR 28 & A1) during the year, taking multiple measures to ensure supply.
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Management Discussion and Analysis (Continued)
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Management Discussion and Analysis (Continued)

B0 o v 43 AT (481)

In terms of marketing work, in the face of the downward economic pressure and the complex and ever-changing market environment,
the Group continued the in-depth development of the strategy for major varieties, relied on “Glow Campaign (2% 17&))", formulated
marketing implementation plans for each variety, and achieved sales growth of “major varieties” through large-scale industry exhibitions
such as “Xidinghui (Fa&& )", “Xipuhui (FEE &), “Xihu Forum (73835 8)" and “Shanghai Pharmaceutical Fair (_E/8 28X @) and a
variety of dynamic marketing activities. In terms of products, the Group continued to create a variety group of “prevention, control,
resistance, and convalescence” and implemented classified management of varieties in consideration of the full-cycle medication
needs before, in the middle of and after the pandemic. Combining the categories of “treatment of chronic disease, treatment of
foreseeable disease, non-medicine, pediatric drugs, cancer prevention and treatment, Tong Ren Tang special medicine”, the Group
coordinated the design of channel control, price system, and promotion measures to increase our efforts to stimulate market demand
and boost product sales. In terms of channels, the Group continued the in-depth development of the construction of terminal chain
store channels, strengthened strategic cooperation, and actively carried out themed marketing activities such as “anti-pandemic and
care for babies’ health” and “gel nourishment and health preservation”, relied on terminal empowerment service pack
to boost market demand and enhance customer stickiness, boosting the sales of terminal products. At the same time, the Group fully

nou

anti-infection”,

integrated and utilized resource advantages, continued to seek in-depth cooperation with leading enterprises in the industry,
strengthened the connection with key distributors such as Jointown Pharmaceutical Group, China Resources Commercial Group,
Sinopharm Holding Group, Tong Ren Tang Commercial Investment Group, etc., deeply developed channel distribution, formed a
favorable situation of in-depth integration, mutual promotion and benefit to promote the steady growth of the product sales of the
Group. In addition, apart from the OTC channel, the Group continued to invest in the e-commerce platform, relying on the Company’s
joint venture, Beijing Tong Ren Tang Shuzi Technology Co,, Ltd. (1t REZ E 8t F R AR A 7)), making full use of e-commerce
platforms such as JD Pharmacy (FR B K ZES ), Alihealth Pharmacy (Fi] £ 2 FE K %2/% ), and Dingdang Kuaiyao (17 1& 1R %), and using
promotional tools such as Ju Hua Suan (3% & ) and Miao Sha (#3%) to boost the sales of products such as Shengmai Liquor ( 4k
#% 0 Bk &) and Ganmao Qingre Granules (&% § /& #4 §8 Fi), and continued to increase brand promotion efforts to increase sales
conversion rates.

In 2022, there were 60 product lines of the Group achieving a single-product sales amount of more than RMB5 million, and 10 of which
achieved a single-product sales amount of more than RMB100 million. Among major products of the Group, the sales amount of series
of Jinkui Shengi Pills (& & B A1), Xihuang Pills (FA 2 F1), Ejiao (FIE), Ganmao Qingre Granules (BXE /& ZVE8HL) and Shengmai
Liquor (ZERRER O AR/& ) increased by 1.71%, 4.07%, 10.38%, 11.00% and 17.17%, respectively, compared to the corresponding period
of last year. The sales amount of Liuwei Dihuang Pills (7<BR#55 1) series and Niuhuang Jiedu (- &£ 5 ) series decreased by 6.55%
and 0.63%, respectively, compared to the corresponding period of last year.

In terms of product research and development, while devoting itself to the secondary research of existing products, the Group
continued to focus on the research and development of innovative traditional Chinese medicine. On the one hand, the Group actively
promoted the pharmacodynamic evaluation and clinical research of Jingzhi Niuhuang Jiedu Tablets (IR 8445 & ) for oral ulcers,
Anshen Jiannao Liquor (%2 %8 # i /& ) for Alzheimer's disease, Xihuang Pills (78 2 A1) for lung cancer metastasis, etc, to reveal the
efficacy and mechanism of the products in depth, continuously improved the scientific value of products, and provided evidence for
the clinical application of products. On the other hand, the Group continued to focus on new drug research, completed the project
approval and program demonstration of new compound drugs of Qishen Granules (£ £ %8 %), and accelerated the promotion of
safety evaluation research and production verification for several classic traditional Chinese medicine compound liquid preparation
such as Linggui Zhugan Decoction (£ # i H 5 ), Shaoyao Gancao Decoction (A % H ¥ )5), Baoyuan Decoction (4R JT.)5), and
Wenjing Decoction (& 4875 ). At the same time, we actively met the market demand, carried out research and development of improved
new drugs for Pediatric Rhinitis Tablets (/)\52 £ 4 F7) for product marketing.
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The subsidiaries of the Group are engaged in manufacturing and distribution of traditional Chinese medicine products, food and daily
chemical products, production of Chinese medical raw material, medical services, distribution of medicine, etc. In particular, our
principal subsidiary which is located in Hong Kong, China, Tong Ren Tang Chinese Medicine, adopts a strategy of driving medicine
demand by providing medical services and promoting culture at first to build a global layout with its base in Hong Kong, China, aiming
to continuously accelerate the internationalization of traditional Chinese medicine. During the Reporting Period, Tong Ren Tang
Chinese Medicine continued to steadily improve the layout of the core market in Hong Kong, looking for areas with high consumption
potential to add offline retail terminals. At the same time, it accelerated the integration of online retail channels such as self-owned
e-commerce platforms and cross-border e-commerce platforms to effectively meet consumer needs in diverse scenarios during the
pandemic. As at the end of 2022, the business network of Tong Ren Tang Chinese Medicine covered major countries and regions in
Asia, Oceania, North America and Europe, with 48 retail terminals. Due to the impact of the pandemic, the overall number of new
confirmed cases abroad was still at a high level, and the number of overseas students, tourists and visitors who was travelling to visit
their relatives did not recover to the pre-pandemic level, and the overseas traditional Chinese medical service market was yet to be
activated. In view of this, Tong Ren Tang Chinese Medicine sought reform in this difficult situation, actively explored new ways of
modernizing traditional Chinese medicine services, and carried out overall planning based on its own ability to deal with the pandemic
and other risks, achieving contrarian growth in overseas markets such as Singapore, New Zealand, Canada, and Dubai. In addition,
Tong Ren Tang Chinese Medicine opened Tong Ren Tang brand stores in the World's Largest Duty Free City of China Duty Free
Group— Haikou New Seaport Project on 28 October 2022, to expand the layout of duty-free channels. In 2022, the sales revenue of
Tong Ren Tang Chinese Medicine and its subsidiaries amounted to RMB1,495,315,000, representing a year-on-year increase of 15.76%.
Profit attributable to the owners of Tong Ren Tang Chinese Medicine amounted to RMB557,261,000, representing a year-on-year
increase of 10.55% (The differences between the figures of sales revenue of Tong Ren Tang Chinese Medicine and its subsidiaries and
the net profit attributable to the owners of Tong Ren Tang Chinese Medicine disclosed in this report, and the figures disclosed in the
results announcement of Tong Ren Tang Chinese Medicine dated 13 March 2023 are due to foreign currency translation differences
between RMB and Hong Kong Dollar).

Since its establishment in 2001, Tong Ren Tang WM, a subsidiary of the Company, has been devoted to the application of natural
herbal plants in the field of daily skin care, whose main products are masks, creams and daily chemical products. During the Reporting
Period, Tong Ren Tang WM continued to strengthen the adaptability of the operating system, and carried out the main and sub-brand
planning of “Tong Ren Tang” ([E1{= %), “Bencaozhiyue (A& 2 %9)", “Jibendao (WL A543 )" and “Hair Nature (522 & #8)" around brand
positioning, and accurately matched the audience groups. It gradually moved from single-brand operation to multi-brand
development to realize the accumulation of brand value. At the same time, Tong Ren Tang WM continued to strengthen its
comprehensive marketing capabilities. According to the work requirements of the Group’s strategy for major varieties, it mainly
promoted functional products such as creams, masks, hair care products and special makeup products, and actively deployed
supermarkets, e-commerce and overseas sales channels to continue the search for new incremental breakthroughs. On 16 February
2023, the Company entered into a capital increase agreement with Tong Ren Tang Chinese Medicine, Tong Ren Tang WM and
Jianzhijia Pharmaceutical Chain Group Co., Ltd. ("Jianzhijia"). In the future, Tong Ren Tang WM will make full use of Jianzhijia's
professional management concepts and sales channel resources in the cosmeceutical field for in-depth development and
cooperation, and continue to enhance the competitive advantage of the products of Tong Ren Tang WM. In 2022, the revenue of
Tong Ren Tang WM amounted to RMB55,748,000, the net profit of Tong Ren Tang WM amounted to RMB614,000.
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Tong Ren Tang Second Traditional Chinese Medicine Hospital and Nansanhuan Zhonglu Drugstore are medical institution and retail
pharmacy of the Company, respectively. During the Reporting Period, the Company entered into an asset transfer agreement (the
"Asset Transfer Agreement’) with Beijing Tong Ren Tang Medical Caring Industry Investment. Group, Co,, Ltd. (1t R &= & & &
HILEELBAHRETAF]) (‘Tong Ren Tang Medical Caring”), pursuant to which Tong Ren Tang Medical Caring purchased 49%
of the equity interest in Nansanhuan Zhonglu Drugstore and 49% of the equity interest in Tong Ren Tang Second Traditional Chinese
Medicine Hospital at a consideration of RMB19,376,000 and RMB42,011,000 respectively, with a view to introducing Tong Ren Tang
Medical Caring’s market-oriented operation and management experience and assisting the high-quality development of the Group’s
medical care business. During the year, Tong Ren Tang Second Traditional Chinese Medicine Hospital continued to provide patients
with all-round and multi-level healthcare services, created an efficient, convenient, safe and comfortable environment for medical
treatment, and continued to explore the potential of traditional Chinese medicine treatment projects such as traditional Chinese
medicine ointment and auricular point pressing pills, and made full use of the external treatment method of traditional Chinese
medicine for the relief of patient’s persistent physical illness to meet the diagnosis and treatment needs of patients. While continuing
to ensure the sales volume of OTC products, Nansanhuan Zhonglu Drugstore vigorously promoted general health and medical device
products, and carried out themed product promotion activities in conjunction with holidays and solar terms to meet the diversified
needs of consumers. In 2022, the two subsidiaries, in aggregate, achieved sales revenue of RMB215,887,000, representing a year-on-
year increase of 0.43%, and net profit of RMB11,161,000, representing a year-on-year increase of 54.43%.

Based on authentic medicinal material production areas, the six planting subsidiaries of the Company take into consideration the
regional and climate characteristics, and in according to the planting and harvesting principles of the planting place and planting time,
adapt the cooperative planting method, take full advantages of local herbs, and provide around 20 authentic medicinal materials such
as moutan bark (| F457), catnip (F17%), bunge corydalis herb (%5 T ), radix isatidis (1R EE4R), etc. for the Group. During the year,
relying on the resource advantages of the production area, various planting subsidiaries further promoted the establishment of a
quality traceability management and control system in accordance with the work requirements of the strategy for major varieties and
“genuine planting with genuine management”, strictly controlled the quality of upstream raw materials, and ensured the supply of
large quantities of high-quality local medicinal materials to meet the production demand of the Group’s proprietary Chinese
medicines. In 2022, the six subsidiaries achieved sales revenue of RMB267,318,000, representing a year-on-year increase of 13.07%.
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FINANCIAL REVIEW
Liquidity and Financial Resources

The Group has maintained a sound financial position. During the year of 2022, the Group's primary source of funds was cash generated
from daily operating activities and borrowings.

The Group mainly uses Renminbi and Hong Kong Dollar to make borrowings and loans and to hold cash and cash equivalents.

As at 31 December 2022, the Group’s cash and cash equivalents amounted to RMB3,721,668,000 in total (31 December 2021:
RMB3,246,159,000).

As at 31 December 2022, the Group's short-term borrowings amounted to RMB235,300,000 (31 December 2021: RMB735,300,000),
carrying an interest rate of 3.393% per annum (2021: 3.450%), and current portion of non-current bank borrowing amounted to
RMB15,196,000 (31 December 2021: RMB25,392,000), totally accounting for 7.22% of the total liabilities (31 December 2021: 22.14%).
Long-term borrowings amounted to RMB1,221,797,000 (31 December 2021: RMB732,153,000), bearing annual interest rate of long-
term borrowings at 2.947% (2021: 3.672%), long-term borrowings representing 35.23% of the total liabilities (31 December 2021:
21.31%). Of all the borrowings of the Group as at 31 December 2022, RMB250,496,000 will mature within one year and
RMB1,221,797,000 will mature beyond one year.

On 31 July 2016, the Company issued corporate bonds on the Shanghai Stock Exchange with aggregate principal amount of RMB800
million, with a maturity of five years and a nominal interest rate of 2.95% per annum, also with the issuer’s option to adjust the coupon
rate and the investor’s resale option at the end of the third year. The net proceeds from the issuance of bonds (net of all related costs
and expenses) amounted to approximately RMB798,560,000, of which RMB100,000,000 were used for repayment of working capital
loan from bank, RMB698,560,000 were used to replenish the general working capital. All the proceeds from bonds were fully utilised in
2017.0n 14 June 2019 and 26 June 2019, the Company published announcements of the implementation of resale and resale results
on the websites of the Shanghai Stock Exchange respectively, which showed that no investor had resold the bonds to the Company.
On 19 June 2019, the Company published an announcement on the website of the Shanghai Stock Exchange, in which the Company
decided to raise the coupon rate of the fourth year and the fifth year (from 31 July 2019 to 30 July 2021) to 4.35% with the method of
interest calculation and interest payment method remaining unchanged. The corporate bonds of the Company matured on 30 July
2021, and the principle and final instalment of annual interest of the bonds, which was approximately RMB834,800,000 was paid on 2
August 2021.

Capiltal Structure

The Group's capital management policy is to ensure the continuous operation of the Group with an aim to provide returns for the
shareholders and benefits for other stakeholders, and to maintain an optimal capital structure to reduce the cost of capital.

As at 31 December 2022, the total assets of the Group amounted to RMB12,484,768,000 (31 December 2021: RMB11,593,866,000). Non-
current liabilities of RMB1,416,187,000 (31 December 2021: RMB977,334,000), current liabilities of RMB2,051,643,000 (31 December
2021: RMB2,458,130,000), equity attributable to owners of the Company of RMB6,482,751,000 (31 December 2021: RMB5,979,479,000)
and non-controlling interests of RMB2,534,187,000 (31 December 2021: RMB2,178,923,000).

In 2022, the Group's funds were mainly used for production and operation activities, purchase of property, plant and equipment,
repayment of borrowings and payment of cash dividends, etc.
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Liquidity

As at 31 December 2022, the Group's liquidity ratio (the ratio of current assets to current liabilities) was 4.42 (31 December 2021: 3.31),
reflecting that the Group had sufficient financial resources. The Group's quick ratio (the ratio of liquid assets to current liabilities) was
2.77 (31 December 2021: 2.07), reflecting that the Group remained liquid. The Group’s trade receivables turnover ratio (the ratio of
revenue to the average of trade receivables balance) was 6.79 (31 December 2021: 6.88), reflecting that the Group's trade receivables
were liquid. The Group's trade payables turnover ratio (the ratio of cost of sales to the average of trade payables balance) was 3.96 (31
December 2021: 4.11), reflecting that the Group had a relatively strong ability to use funding from suppliers for no consideration. The
Group’s inventory turnover ratio (the ratio of revenue to the average of inventory balance) was 1.97 (31 December 2021: 1.94),
reflecting that the inventory had a high turnover rate.

Gearing Ratios

The Group monitors its capital on the basis of the gearing ratio. As at 31 December 2022, the Group's gearing ratio (the ratio of total
borrowings to equity attributable to owners of the Company) was 0.23 (31 December 2021: 0.25).

Expenses and Expense Ratio

For the year ended 31 December 2022, the Group's distribution expenses amounted to RMB907,569,000 (2021: RMB738,765,000) and
the distribution expense ratio, i.e., the ratio of distribution expenses to revenue, was 0.15 (2021: 0.14). The increase in distribution
expenses was mainly due to increase in the cost of labour and more terminal promotions.

For the year ended 31 December 2022, the Group’s administrative expenses amounted to RMB483,287,000 (2021: RMB477,788,000)
and the administrative expense ratio, i.e,, the ratio of administrative expenses to revenue, was 0.08 (2021: 0.09). The increase in
administrative expenses was mainly due to increase in the cost of labour.

For the year ended 31 December 2022, the Group's net financial costs amounted to RMB1,937,000 (2021: RMB32,523,000) and the
financial costs ratio, i.e., the ratio of net financial costs to revenue, was 0.0003 (2021: 0.0060). The decrease in net finance costs was
mainly due to the decrease in interest expenses and increase in interest income.

Gross Margin and Net Profit Margin

For the year ended 31 December 2022, the gross margin of the Group was 43.26% (2021: 42.43%), while the net profit margin was
16.72% (2021: 16.05%).

Research and Development Expenses

For the year ended 31 December 2022, the research and development expenses (excluding employee benefit expenses, depreciation
and amortisation expense) of the Group were RMB78,433,000 (2021: RMB48,904,000), accounting for 0.87% of net assets (2021: 0.60%)
and 1.31% of revenue (2021: 0.91%), respectively. The research and development expenses including employee benefit expenses,
depreciation and amortisation expense were RMB134,194,000 (2021: RMB100,155,000), accounting for 1.49% of net assets (2021: 1.23%)
and 2.24% of revenue (2021: 1.85%), respectively.

Capital Expenditure

For the year ended 31 December 2022, the Group’s capital expenditure incurred amounted to RMB173 million (2021: RMB171 million),
primarily used for the construction of production bases and purchase of production equipment.
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Pledges over Assets of the Group

As at 31 December 2022, RMB8,448,000 (31 December 2021: RMB8,508,000) of the Group's assets was pledged as security for current
portion of non-current liabilities of RMB47,000 (31 December 2021: long-term borrowings of RMB46,000).

Contingent Liabilities

The Group had no contingent liabilities as at 31 December 2022 (31 December 2021: Nil).

Foreign Exchange Risk

The Group operates on an international basis and foreign exchange risk arises from commercial transactions, recognised assets and
liabilities and net investments in foreign operations, primarily with respect to the Hong Kong Dollar. The Group currently does not
have a foreign currency hedging policy. The Group manages its foreign exchange risk by closely monitoring the movement of the
foreign currency rates.

Capital Commitments

As at 31 December 2022, the capital commitments of the Group relating to the constructions of production facilities, which had been
contracted for but had not been reflected in the consolidated financial statements of the Group, amounted to approximately
RMB65,787,000 (31 December 2021: RMB69,210,000).

Significant Investment

During the year of 2022, the Group did not have any significant investment. As at the date of this report, the Group does not have any
plan for material investments or purchase of capital assets.

Material Acquisition and Disposal of Subsidiaries, Joint Ventures and Associates

During the year of 2022, the Group did not have any material acquisition and disposal in relation to subsidiaries, joint ventures and
associates.
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PROSPECTS

Tong Ren Tang began to produce imperial medicines in 1723. Since then, it has built its own excellent production technology and
drug quality and fostered a unique corporate culture of Tong Ren Tang. Taking this as a historical point, it will be the 300th year in
2023. The journey has not been easy. 2023 is the first year of the full implementation of the spirit of the 20th National Congress of the
Communist Party of China. It is also a crucial moment for the implementation of the “14th Five Year Plan” of Tong Ren Tang to inherit
the past and make progress for the future. In this special moment, the Group will give fuller play to the core competitive advantage of
"branding, variety, and quality”, accurately grasp the development trend of the traditional Chinese medicine industry, make full use of
policy opportunities, solidly promote the deployment of the strategy for major varieties, benchmark the “14th Five Year Plan”, carry out
in-depth implementation of agile and efficient product supply and transformation of marketing models upgrade, and fully promote
the high-quality development for all work of the Group.

In terms of our production, the Group will focus on “safeguarding variety, demand and quality” to carry out in-depth industrial and
commercial connection, and enhance the rapid response capability of the industrial system to the diversified demand in the market.
On the one hand, the Group will flexibly control the production scheduling of products such as “strategy for major varieties”, varieties
of the "Glow Campaign (M2 ¥ 7T &))", seasonal varieties, and varieties urgently needed by the market based on factors such as the
overall industrial layout and annual order plan, and rationally arrange production plans to ensure sufficient and orderly supply of all
products. At the same time, with the changes in infectious diseases and the adjustment of the sales management policies of the four
categories of drugs for “antipyretic, cough remedy, antiviral and antibiotics”, the demand in the market for related medicines has also
undergone rapid changes. The Group will make every effort to make accurate forward-looking judgment, moderately increase the raw
material and finished product reserves of cold, antipyretic, cough remedy and other products, to minimize the impact of emergency
situations on the Group.

In the future, the Group will give more consideration to satisfying the normalized demand from the market, continue to focus on the
advantages of variety resources, take “large-variety-strategy” as the major focus, continue to carry out the themed activities of “Glow
Campaign (M2 F21T8))", clarify the variety position of “terminals empowerment”, continue to focus on product development, clarify
differentiated marketing strategies in the main sales market, cultivation market and competitive market by varieties, coordinate variety
cultivation, channel control, price system and promotion strategy, accurately locate market demand, stimulate variety development
potential and vitality, increase product market coverage, increase product sales, and achieve the goal of “large-variety-strategy”. In
addition, the Group will fully explore the brand culture of Tong Ren Tang and the historical and cultural heritage of imperial medicine,
tell the story of the brand and varieties, deepen the all-round cooperation with the top 100 chains and key distributors in the country,
carry out a series of themed marketing activities such as the “Three Hundred Years of Royal Medicine in Tong Ren Tang”, endow the
variety with cultural connotation, enhance the influence of the variety, and expand the market share of products.
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The Board is pleased to present the 2022 annual report together with the audited financial statements of the Group for the year ended
31 December 2022.

PRINCIPAL ACTIVITIES AND BUSINESS REVIEW

The Group is principally engaged in the manufacturing and sale of Chinese medicine products. Further discussion of these activities,
including a discussion of using of key financial performance indicators for a fair review of the Group's business and an indication of
likely future developments in the Group's business, can be found in the Management Discussion and Analysis set out on pages 12 to
27 of this report. This discussion forms part of this Report of the Board of Directors.

The distribution of income of the Group is set out below:

Sales of Chinese medicine products FHZ & R E WA
— Mainland China 7 H B A3
— Outside Mainland China B A Bl P93 LA Sh

Subtotal /N5t

Advertising services income & & R UK A
— Mainland China 7/ B Ayt

Services income ARFE UL A
— Mainland China 72 H7 B8 (A
— Outside Mainland China [ 57 B 29 b LA

Subtotal /N3t

Royalty fee income i 2 {55 FAREUR A
— Outside Mainland China B /P B 3 A S1

Total &5
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AEBRADHMT :

2022 2022 2021 2021
Ratio to the Ratio to the

RMB’000 total Income RMB'000 total Income
AR%ET R AL AREEFIT fh IR A LL
4,848,999 80.93% 4,427,309 81.98%
1,080,363 18.03% 906,296 16.78%
5,929,362 98.96% 5,333,605 98.76%
14,570 0.24% 28,233 0.52%
5,605 0.09% 5,756 0.11%
41,598 0.69% 32,629 0.60%
47,203 0.78% 38,385 0.71%
706 0.02% 264 0.01%

5,991,841 100.00% 5,400,487 100.00%
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RESULTS

The results and financial position of the Group for the year ended 31 December 2022 are set out on pages 134 to 252 of this report.

FINAL DIVIDEND AND TAX

The Board of Directors proposed a final dividend for the year ended 31 December 2022 (the “Final Dividend") of RMBO.16 (including
tax) per share based on the total number of the Company’s issued and fully paid-up shares of 1,280,784,000 as at the end of 2022
totaling RMB204,925,440 (2021: a final dividend for the year ended 31 December 2021 of RMBO0.16 (including tax) per share based on
the total number of the Company’s issued and fully paid-up shares of 1,280,784,000, totaling RMB204,925,440). The profit distribution
proposal is subject to the approval by the shareholders at the 2022 annual general meeting (the "AGM") of the Company. The
Company is expected to complete the dividend distribution on 14 August 2023.

As for non-resident enterprise shareholders (other than shareholders who have invested in the H shares of the Company through
Shenzhen-Hong Kong Stock Connect) as appeared on the H share register of members of the Company, the Company will withhold
corporate income tax at the rate of 10% when distributing the Final Dividend in accordance with the Notice on Issues concerning
Withholding the Enterprise Income Tax on the Dividends Paid by Chinese Resident Enterprises to H-Share Holders Which Are Overseas
Non-resident Enterprises (Guo Shui Han (2008) N0.897) published by the State Administration of Taxation. Any shares registered in the
name of the non-individual registered shareholders, including HKSCC Nominees Limited, other nominees, trustees or other groups
and organisations, will be treated as being held by non-resident enterprise shareholders, thus their dividends receivables will be
subject to the withholding of the corporate income tax.

As for individual shareholders (other than shareholders who have invested in the H shares of the Company through Shenzhen- Hong
Kong Stock Connect) whose names appear on the H share register of members of the Company, the Company will withhold 10% of
the Final Dividend as individual income tax when distributing the Final Dividend in accordance with the Notice on the Issues
Concerning the Administration of Individual Income Tax Collection after the Annulment of Document Guo Shui Fa (1993) N0.045 (Guo
Shui Han (2011) No.348), unless otherwise specified in the relevant tax regulations, tax agreements or the aforesaid notice.

As for individual shareholders or securities investment funds who have invested in the H shares of the Company through Shenzhen-
Hong Kong Stock Connect, when distributing the Final Dividend, the Company shall withhold individual income tax at the rate of 20%
in accordance with the register of members provided by China Securities Depository and Clearing Corporation Limited, according to
the Circular on the Tax Policies Related to the Pilot Program of the Shenzhen-Hong Kong Stock Connect (Cai Shui (2016) No.127)
issued by the Ministry of Finance, State Administration of Taxation and China’s Securities Regulatory Commission on 5 November 2016.

The Company assumes no responsibility and disclaims all liabilities whatsoever in relation to the tax status or tax treatment of the H
share Shareholders and for any claims arising from any delay in or inaccurate determination of the tax status or tax treatment of the H
share Shareholders or any disputes relating to the tax withholding and payment mechanism or arrangements.

As of the date of this report, no arrangement was reached pursuant to which the Shareholders waived or agreed to waive any
dividend.
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MAJOR CUSTOMERS AND SUPPLIERS

During the Reporting Period, revenue from the five largest customers and the largest customer of the Group accounted for 48.80%
and 26.33% (2021:47.73% and 23.82%) of the Group's total revenue, respectively. Tong Ren Tang Holdings and its subsidiaries was the
largest customer of the Group. During the Reporting Period, the revenue from Tong Ren Tang Holdings and its subsidiaries was
RMB1,577,539,000. Besides, Tong Ren Tang Holdings has interest in Client B Group as listed in the table below. During the Reporting
Period, details of the revenue from the five largest customers of the Group are set out below:

Customer Name Major products or service provided

EFEB HENIEER ¥

Tong Ren Tang Holdings and its subsidiaries Chinese medicine products/Advertising services
SERRRHEFRAT hEEE MBS RS

Client A Group B F A Chinese medicine products A7 2

Client B Group BF B & E Chinese medicine products A 252 i

Client C Group BF C£E Chinese medicine products A 2 @

Client D Group & F D5 Chinese medicine products A %4 &

During the Reporting Period, purchases from the five largest suppliers and the largest supplier of the Group accounted for 21.08% and
9.57% (2021: 20.67% and 6.48%) of the total purchases of the Group, respectively. Tong Ren Tang Holdings and its subsidiaries was the
largest supplier of the Group. During the Reporting Period, the amount of purchases by the Group from this supplier was
RMB237,391,000.

Save as disclosed in this report, none of Directors, their close associates, or any shareholder (who, to the knowledge of the Board, owns
more than 5% of the issuer’s share capital) has any interest in the five largest suppliers or customers.

RELATIONSHIP WITH EMPLOYEES, SUPPLIERS AND CUSTOMERS

The Group understands that employees are valuable resources and the realisation and promotion of employees’ value will help to
achieve the Group's overall goals. Remunerations of the Group’s employees are determined with reference to the prevailing market
level as well as the competency, qualifications and experience of individual employee. Discretionary bonuses based on individual
performance during the year will also be paid to the employees as recognition of and a reward for their contributions to the Group.
The Group attaches great importance to development and growth of talents and provides employees with skill trainings, career
planning and development opportunities, seeking to create a platform for mutual growth and sharing of development between the
Group and employees.

The Group cherishes its solid partnership with suppliers. It aims to achieve win-win results in cooperation with all relevant parties
through procurement activities which improve operational capability and quality of products and services. The Group formulated a
stable supplier selection process to ensure that supplier qualification meets the requirements. The quality department, in collaboration
with related units, conducts assessment and on-site audit on suppliers. Only suppliers who have passed the audit and assessment may
be listed in the Qualified Supplier List, and allowed to provide products.
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ARBT T

1,577,539

544,228
354,749
300,819
146,925
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The Group understands that maintaining good relationships with customers is essential for the Group’s overall development. For the
purpose of maintaining the competitiveness of the brand and products of the Group, the Group adheres to the principle of honesty
and integrity to build a reliable service environment for the customers, and has always been dedicated to provide our customers with
quality products and services.

The Group is also aware that the changes in the procurement and supply strategy of relevant customers and suppliers, or the failure of
the quality of the Group's products and services to continuously meet the needs of its customers, or the failure of the quality of the
products of the suppliers to meet the needs of the Group, may result in the changes in the partnership between the Group and its
major customers and suppliers, which may in turn adversely affect the Group's production and operation. The Group continues to
develop new customers and new suppliers, expand new channels and tap into new markets, with a view to reducing the risk of
reliance on them. During the Reporting Period, there was no significant dispute between the Group and its suppliers and customers.

DISTRIBUTABLE RESERVES

As at 31 December 2022, the reserves of the Company available for distribution amounted to approximately RMB2,877,188,000 (31
December 2021: approximately RMB2,601,555,000).

PROPERTY, PLANT AND EQUIPMENT

Details of changes in property, plant and equipment of the Group for the year of 2022 are set out in Note 6 to the Consolidated
Financial Statements.

DONATIONS

Cash donations made by the Group during the Reporting Period were RMB86,000 (2021: RMB112,000).

EQUITY-LINKED AGREEMENTS

No equity-linked agreements will or may result in the Company issuing shares or that require the Company to enter into any
agreements that will or may result in the Company issuing shares, were entered into by the Company during the Reporting Period or
subsisted at the end of 2022.

SHARE CAPITAL

There was no change in the share capital of the Company during the year of 2022. The details are set out in Note 16 to the
Consolidated Financial Statements.

PUBLIC FLOAT

During the year of 2022 and as at the date of this report, based on the public information available to the Company and as far as the
Directors are aware, the Company has satisfied the public float requirement under Rule 8.08 of the Rules Governing the Listing of
Securities on the Stock Exchange of Hong Kong Limited (the “Listing Rules”).
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SUBSTANTIAL SHAREHOLDERS

As at 31 December 2022, the following persons (other than the Directors, the supervisors of the Company (the “Supervisor”) and the
chief executive of the Company) had interests or short positions in the shares and underlying shares of the Company as recorded in
the register required to be kept under Section 336 of the Securities and Futures Ordinance (Chapter 571 of the Laws of Hong Kong, the
"SFO"):

Name of shareholder Capacity

REEBHE 3%

Tong Ren Tang Ltd."e? [FZ & fg fp (0% 2) Beneficial Owner Bz #EiA A

Tong Ren Tang Holdings ®e%? &£ & /3 &) (#7%2) Interest to corporation controlled by the substantial shareholder

KRS BRI Il A0 A B A
Beneficial Owner B 251 A A

Beneficial Owner B 251 A A

Total/ & 3% -
Yuan Sai Nan (ete?) 25 8 55 (42 3) Beneficial Owner Bz A A
Hillhouse Capital Advisors, Ltd. e %4 Investment manager 1% & 4% 32

Information disclosed above is based on the data published on the website of the Hong Kong Stock Exchange (www.hkexnews.hk)
unless otherwise stated in the notes below.

Notes:
Q) (L) — Long position

2) 600,000,000 shares held by Tong Ren Tang Holdings were held through Tong Ren Tang Ltd.. As at 31 December 2022, Tong Ren Tang Ltd. was
owned as to 52.45% by Tong Ren Tang Holdings, thus Tong Ren Tang Holdings was deemed to be interested in the 600,000,000 shares held by
Tong Ren Tang Ltd.. Besides, Tong Ren Tang Holdings also directly held 9,480,000 domestic shares and 8,397,000 H shares of the Company.

(3) Yuan Sai Nan held 35,732,000 H shares of the Company in long position.

(4) Due to an internal reorganisation, the investment manager for both Gaoling Fund, L.P. and YHG Investment, L.P. changed from Hillhouse Capital
Management, Ltd. to Hillhouse Capital Advisors, Ltd., effective from 1 January 2019. The above change involved no transfer of shares of the
Company. As at 31 December 2022, Hillhouse Capital Advisors, Ltd. was indirectly interested in 46,106,000 H shares of the Company in long
position indirectly held by Gaoling Fund, L.P. and 1,557,000 H shares of the Company in long position held by YHG Investment, L.P.

Save as disclosed above, as at 31 December 2022, the Directors were not aware of any other person (other than the Directors,
Supervisors and the chief executive of the Company) who had any interests or short positions in the shares and underlying shares of
the Company as recorded in the register required to be kept under Section 336 of the SFO.
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FOBERMARLE  ATAL(EF ARAEF(EE)) MARFARRTBRABRINRARE 2B RIE
RS 2 m SRR

Percentage
Number of Percentage of Percentage of in total issued
shares domestic shares H shares voting shares
HERITERRE
gk - =] RERBEZ L HRBEZL BREG
600,000,000 (L) 92.01% - 46.85%
(Note/f#£1)
600,000,000 (L) 92.01% - 46.85%
(Note/ £ 1)
9,480,000(L) 1.45% - 0.74%
(Note/H1)E 1)
8,397,000(L) - 1.34% 0.66%
(Note/HE 1)
617,877,000(L) 93.46% 1.34% 48.24%
(Note/ )% 1)
35,732,000(L) - 5.68% 2.79%
(Note/F1)% 1)
47,663,000(L) - 7.58% 3.72%

(Note/ B £ 1)

P EEE BT RENE BB TR E 5 AU (www.hkexnews.hk) T 8015 BA4EL - TIMDEHR S EFTIER
BRAN -

BE -

m L—HE

) A R A RI600,000000 M B BRICERNFHE - RZEZ_F+=A= + A SEXFEERCERD5245% 5
@ﬁtﬁl AR A R =MD FTREA 2 600,000,000 BRAR (D 2 #% - BN - EB A RIEEEFE 9,480,000 % W& ik K& 8,397,000
A& H AR5 ©

(B) =REBHFAARNQF35732000BHELTE -

4 BRRBEHL BT hLF—HA—H#  Gaoling Fund, LP. &2 YHG Investment, LP. #73% & #& 32 /@ Hillhouse Capital Management, Ltd.
% ¥ AHillhouse Capital Advisor, Ltd. o FMlE#E WX T H R EFERRBHBRG - RZE-_F+=H =+ —8 ' Hillhouse Cap|ta|
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PURCHASE, SALE OR REDEMPTION OF LISTED SECURITIES OF
THE COMPANY

During the Reporting Period, neither the Company nor any of its subsidiaries had purchased, sold or redeemed any of the Company’s
listed securities.

MAJOR RISKS AND UNCERTAINTIES

The Group has examined all of the risks identified by the Group based on the risk management system and assessed the risks which
may arise from the existing and new businesses. The major risks and uncertainties of the Group mainly included policy risks,
operational risks, etc.. For the risks identified, the Group actively reviewed their potential effects on its business operation and finance.
For details of the measures taken by the Group for management of the major risks, please refer to the section headed “Risk
Management and Internal Control” in the chapter “Corporate Governance Report”.

Policy Risk

Increasingly stringent standards in the laws and regulations and the regulatory efforts of the State on safe production, fire safety and
environmental protection impose higher requirements on safety and environmental management for the Company. As the Group has
many production units, it is faced with the uncertainties of increasing investment cost for safe production management and
environmental management.

Operational Risks

As the “Tong Ren Tang” brand used by the Group enjoys a high reputation, emergencies have uncertain influence against the Group
and the product sales of the Group.

The Group mainly engages in production of Chinese patent medicines, which requires a large variety of Chinese medicinal raw
materials, supplementary materials and packaging materials, with complex production process and demanding quality control.
Although the Group has a strict quality management system and carries out production and operation in strict accordance with the
requirements of GMP (Good Manufacturing Practice) and GSP (Good Supply Practice) under strict quality control in all sessions, there
are potential risks of sporadic issues that may lead to economic and reputation loss of the Group.

Meanwhile, there are also risks such as a reduction in the amount of materials collected for production, a decline in the quality of raw
materials or market price fluctuations due to force majeure such as major climate changes or extreme disastrous weather, etc., which
may have a certain impact on the quantity of the Group's production and supply and procurement cost.

Since the outbreak of the COVID-19 pandemic, the change of the COVID-19 pandemic may have impact on the supplies of raw
materials, supplementary materials and packaging materials required by the Group’s production as well as product manufacturing,
sales, transportation and other links of the Group's production.
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COMPLIANCE OF LAWS AND LEGAL CONSTRUCTION

The Group's businesses are subject to a number of laws and regulations, which primarily include the Company Law of the People’s
Republic of China, the Civil Code of the People’s Republic of China, Law of the People’s Republic of China on Traditional Chinese
Medicine, the Pharmacopoeia of the People’s Republic of China, Good Manufacturing Practice for Drugs, Good Supply Practice for
Drugs, etc., or other laws and regulations, or other applicable legal documents promulgated according to or in connection to the
abovementioned laws and regulations. In addition, provisions under other relevant laws and regulations also apply to the Group (for
instance, Labour Law of the People’s Republic of China, Labour Contract Law of the People’s Republic of China, Hong Kong Companies
Ordinance (Cap. 622), the Listing Rules and others). The Group is committed to ensuring its compliance with such provisions through
internal control and approval procedures, training, as well as supervision over each business unit.

In 2022, the Group adhered to the idea of “serving business development and preventing legal risks”, continued to strengthen the
construction of legal team, legal affairs system and management system, prevented and resolved legal risks, perfected the ability of
legal corporate governance system and compliance, and effectively improved the level of the construction of rule of law. During the
Reporting Period, the Group made efforts to improve the systematic construction of rule of law with the rule of law leadership as the
core, meanwhile, thoroughly initiated the construction of integrity and compliance management system, in order to support the
Group to accelerate the implementation of high quality development.

As far as the Directors are aware, there was no non-compliance with any relevant laws and regulations of the Group with significant
impact. There was no major legal risk event during the year.

ENVIRONMENTAL POLICY AND PERFORMANCE

The relevant laws and regulations complied by the Group include Environmental Protection Law of the People’s Republic of China, Air
Pollution Prevention Law of the People’s Republic of China and the Law on Promoting Clean Production of the People’s Republic of
China, etc..

In daily production and operation, the Group has been constantly committed to the philosophy of placing equal emphasis on
development and environmental protection. Through rational utilisation of various resources in strict accordance with relevant
national laws and regulations, the Group sought to minimise the impact on the surrounding environment. In the course of daily
operation, the Group was dedicated to maintaining and consolidating a healthy business environment in order to ensure the
legitimacy of business conducts and thus steady and orderly development of the Group. The Group also strived to improve the
working environment of employees by promoting the concept of green office and green production, with a view to providing a
comfortable workplace for all employees. The environmental policy and performance of the Group are set out in the “Environmental,
Social and Governance Report” of the Company for year 2022.

PRE-EMPTIVE RIGHT

The Shareholders do not have pre-emptive rights under the PRC Laws and the Articles of Association of the Company (the “Articles of
Association”).
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NON-EXEMPT CONTINUING CONNECTED TRANSACTIONS

Continuing Connected Transactions with Tong Ren Tang Holdings

Tong Ren Tang Holdings is the ultimate holding company of the Company, which holds 48.24% direct and indirect interest in the
Company and thus a connected person of the Company pursuant to the Listing Rules. As such, all the continuing transactions
between the Group and Tong Ren Tang Holdings and its associates (“Tong Ren Tang Group’, excluding the Group for the purpose of
the continuing connected transactions with Tong Ren Tang Holdings described under this section) constitute continuing connected
transactions of the Company under Chapter 14A of the Listing Rules.

The existing continuing connected transactions between the Group and Tong Ren Tang Group and the relevant agreements are as

follows:

(i)

Property Leasing Framework Agreement

On 30 December 2019, the Company and Tong Ren Tang Holdings renewed the Property Leasing Framework Agreement for a
term of three years from 1 January 2020 to 31 December 2022.

Pursuant to the Property Leasing Framework Agreement, Tong Ren Tang Holdings has agreed to lease and procure other
members of the Tong Ren Tang Group to lease certain premises to any member of the Group for its productions and operations,
including but not limited to office premises, warehouses and staff quarter. The continuing connected transactions under the
Property Leasing Framework Agreement were entered into in accordance with the pricing policies of: (i) The relevant market
price. The relevant market price is determined by the Group with reference to the rental information of certain properties in
similar locations, with similar specification and similar areas, and determined after arm'’s length negotiations between the parties
based on market conditions to ensure that the terms offered by the Tong Ren Tang Group would not be less favorable than
those offered by independent third parties on the market; (i) Where the market price is not available, then the contracted price,
which shall be determined after arm’s length negotiation between the parties of the agreement based on the principle of cost
plus a fair and reasonable profit ratio and by reference to the historical rentals. The reasonable cost shall be determined by
reference to the size of the premises provided by the Tong Ren Tang Group, and the cost of premises management.

The annual caps of the continuing connected transactions contemplated under the Property Leasing Framework Agreement for
the three years ended 31 December 2022 are RMB200,000,000, RMB80,000,000 and RMB60,000,000, respectively. Please refer to
the announcement published by the Company on 30 December 2019 on the websites of the Hong Kong Stock Exchange and
the Company for details.

In 2022, the rental fee paid by the Group to the Tong Ren Tang Group under the Property Leasing Framework amounted to
RMB838,000, and the addition to right-of-use assets was RMB3,128,000, which did not exceed the relevant annual cap.

As the above-mentioned Property Leasing Framework Agreement expired on 31 December 2022. On 30 December 2022, the
Company and Tong Ren Tang Holdings renewed the Property Leasing Framework Agreement for a term of three years from 1
January 2023 to 31 December 2025. The annual caps for the continuing connected transactions contemplated under the
renewed Property Leasing Framework Agreement for the three years ending 31 December 2025 shall be RMB60,000,000 each
year. For details, please refer to the announcement of the Company dated 30 December 2022 published by the Company on
the websites of the Hong Kong Stock Exchange and the Company.
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Distribution Framework Agreement

On 16 October 2019, the Company renewed the Distribution Framework Agreement with Tong Ren Tang Holdings for a term of
three years from 1 January 2020 to 31 December 2022. Meanwhile, the Company have revised the annual cap of the Distribution
Framework Agreement with Tong Ren Tang Holdings on 6 November 2020 for the three years ended 31 December 2022.

Pursuant to the Distribution Framework Agreement, the Group may sell and Tong Ren Tang Group, as a non-exclusive
distributor of the Group, may purchase relevant products produced by the Group from time to time and then distribute the
same to retailers and/or end-user. The price of the products to be sold by the Group to Tong Ren Tang Group shall not be lower
than that charged by the Group to other independent third parties and shall be determined in accordance with a reasonable
cost plus a fair and reasonable profit margin: (i) the reasonable cost shall be determined by reference to the cost of the raw
materials, the cost of labour and the manufacturing expense etc.; and (i) the profit margin shall be determined by reference to
the prevailing market and the then market price for comparable products in the relevant industry, and the average profit rate of
the products of the Group in the past years (approximately 50%).

The annual caps for the continuing connected transactions contemplated under the Distribution Framework Agreement for the
three years ended 31 December 2022 are RMB1,450,000,000, RMB1,670,000,000 and RMB1,850,000,000, respectively. Please refer
to the announcements dated 16 October 2019, 16 December 2019, 6 November 2020 and 23 December 2020 and the circulars
of the Company dated 31 October 2019 and 2 December 2020 published by the Company on the websites of the Hong Kong
Stock Exchange and the Company for details.

In 2022, sales amount of the Group to the Tong Ren Tang Group under the Distribution Framework Agreement amounted to
RMB1,565,323,000, which did not exceed the relevant annual cap.

As the above-mentioned Distribution Framework Agreement expired on 31 December 2022, on 28 November 2022, the
Company and Tong Ren Tang Holdings renewed such agreement again for a term of three years from 1 January 2023 to 31
December 2025. The annual caps for the continuing connected transactions contemplated under the renewed Distribution
Framework Agreement for the three years ending 31 December 2025 shall be RMB2,680,000,000, RMB3,000,000,000 and
RMB3,450,000,000, respectively. The renewal of the Distribution Framework Agreement has been approved by the independent
Shareholders on 22 December 2022. For details, please refer to the announcements of the Company dated 28 November 2022
and 22 December 2022 and the circular of the Company dated 2 December 2022 published by the Company on the websites of
the Hong Kong Stock Exchange and the Company.
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Master Procurement Agreement

On 16 October 2019, the Company and Tong Ren Tang Holdings renewed the Master Procurement Agreement for a term of
three years from 1 January 2020 to 31 December 2022.

Pursuant to the Master Procurement Agreement, Tong Ren Tang Group, as non-exclusive supplier of the Group may supply and
the Group may procure the raw materials and semi-finished products and finished products (“Relevant Products”) for
manufacturing and distribution from time to time. The price to be paid for the Relevant Products procured by the Group from
Tong Ren Tang Group shall be determined in accordance with the following principle: (i) provided that the Relevant Products
satisfy the Pharmacopoeia of the People’s Republic of China standard and the internal quality standard of the Company, and
under the premise of equal quality, the price shall be negotiated and agreed by the parties based on the market price for
procurement with fair market competition and public offer, which shall be determined with reference to the prevailing market
price of comparable products negotiated and provided by at least two independent suppliers in the same or surrounding areas;
(i) if the Relevant Products are only available from specific suppliers due to content, special requirement or market resource
limitations, reference shall be made to the price offer of suppliers and book comparable price; and (iii) under the premise of
equal quality, the price to be paid by the Group for the procurement of the Relevant Products shall not be higher than that
available from independent third parties for similar products, or higher than the market price, whichever is lower.

The annual caps for the continuing connected transactions contemplated under the Master Procurement Agreement for the
three years ended 31 December 2022 are RMB270,000,000, RMB320,000,000 and RMB370,000,000, respectively. Please refer to
the announcements dated 16 October 2019 and 16 December 2019 and the circular of the Company dated 31 October 2019
published by the Company on the websites of the Hong Kong Stock Exchange and the Company for details.

In 2022, the purchase of Relevant Products by the Group from the Tong Ren Tang Group under the Master Procurement
Agreement amounted to RMB220,171,000, which did not exceed the relevant annual cap.

As the above-mentioned Master Procurement Agreement expired on 31 December 2022, on 28 November 2022, the Company
and Tong Ren Tang Holdings renewed such agreement again for a term of three years from 1 January 2023 to 31 December
2025. The annual caps for the continuing connected transactions contemplated under the renewed Master Procurement
Agreement for the three years ending 31 December 2025 shall be RMB500,000,000, RMB550,000,000 and RMB600,000,000,
respectively. The renewal of the Master Procurement Agreement has been approved by the independent Shareholders on 22
December 2022. For details, please refer to the announcements of the Company dated 28 November 2022 and 22 December
2022 and the circular of the Company dated 2 December 2022 published by the Company on the websites of the Hong Kong
Stock Exchange and the Company.
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Advertising Agency Framework Agreement

On 28 February 2020, Tong Ren Tang Century Advertising, a wholly-owned subsidiary of the Company, renewed the Advertising
Agency Framework Agreement with Tong Ren Tang Holdings for a term of three years from 1 January 2020 to 31 December
2022.

Pursuant to the Advertising Agency Framework Agreement, Tong Ren Tang Holdings entrusted Tong Ren Tang Century
Advertising as a non-exclusive advertising agent, to provide advertising agency services to the Tong Ren Tang Group. The fees
for the provision of advertising agency services by Tong Ren Tang Century Advertising to the Tong Ren Tang Group shall be
determined with reference to the actual quotation offered by third-party advertising providers on the basis of their published
price lists, plus a reasonable fee for the advertising agency service provided by Tong Ren Tang Century Advertising (generally
not higher than 10% of the quote offered by third-party advertising providers).

The annual caps for the continuing connected transactions contemplated under the Advertising Agency Framework Agreement
for the three years ended 31 December 2022 shall be RMB28,000,000, RMB28,000,000 and RMB28,000,000, respectively. Please
refer to the announcement published by the Company on 28 February 2020 on the websites of the Hong Kong Stock Exchange
and the Company for details.

In 2022, total advertising service fee paid by the Tong Ren Tang Group to Tong Ren Tang Century Advertising under the
Advertising Agency Framework Agreement was RMB14,524,000, which did not exceed the relevant annual cap.

As the above-mentioned Advertising Agency Framework Agreement expired on 31 December 2022, on 22 March 2023, the
Company and Tong Ren Tang Holdings renewed such agreement again for a term of three years from 1 January 2023 to 31
December 2025. The annual caps for the continuing connected transactions contemplated under the renewed Advertising
Agency Framework Agreement for the three years ending 31 December 2025 (excluding the annual caps for the continuing
connected transactions contemplated under the Tong Ren Tang Chinese Medicine Advertising Agency Framework Agreement
for the three years ending 31 December 2025) shall be RMB26,700,000, RMB28,000,000 and RMB28,000,000, respectively. For
details, please refer to the announcements of the Company dated 22 March 2023 published by the Company on the websites of
the Hong Kong Stock Exchange and the Company.
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Continuing Connected Transactions with Tong Ren Tang Chinese Medicine/Tong Ren Tang Ltd.

As at 31 December 2022, Tong Ren Tang Ltd. is the immediate controlling shareholder of the Company, which holds 46.85% direct

interest in the Company, and 33.62% direct interest in Tong Ren Tang Chinese Medicine, a non-wholly-owned subsidiary of the

Company. According to the Listing Rules, Tong Ren Tang Ltd. and Tong Ren Tang Chinese Medicine are both connected persons of

the Company. As such, all the continuing transactions between Tong Ren Tang Chinese Medicine Group (collectively refer to Tong Ren

Tang Chinese Medicine and its associates) and the Group and all the continuing transactions between Tong Ren Tang Chinese

Medicine Group and Tong Ren Tang Ltd., Group (collectively refer to Tong Ren Tang Ltd., and its associates other than the Group)
constitute continuing connected transactions of the Company under Chapter 14A of the Listing Rules.

The existing continuing connected transactions between the Tong Ren Tang Chinese Medicine Group and the Group and the relevant
agreements are as follows:

(i)

Tong Ren Tang Chinese Medicine Advertising Agency Framework Agreement

On 28 April 2020, Tong Ren Tang Century Advertising, a wholly-owned subsidiary of the Company and Tong Ren Tang Chinese
Medicine entered into the Tong Ren Tang Chinese Medicine Advertising Agency Framework Agreement, for a term from 1 May
2020 to 31 December 2022.

Pursuant to the Tong Ren Tang Chinese Medicine Advertising Agency Framework Agreement, Tong Ren Tang Chinese Medicine
entrusted Tong Ren Tang Century Advertising as a non-exclusive advertising agent, to provide advertising agency services to
the Tong Ren Tang Chinese Medicine Group in Mainland China. The fees for the provision of advertising agency services by
Tong Ren Tang Century Advertising to Tong Ren Tang Chinese Medicine Group shall be determined and agreed upon between
the parties for each specific transaction via arm’s length negotiations in accordance with the following pricing mechanism: (i)
the fee proposal shall be made by Tong Ren Tang Century Advertising with reference to the actual quotation offered by the
advertisers who are third parties, which is on the basis of its published price list, and a reasonable fee for the advertising agency
service of Tong Ren Tang Century Advertising; and (ii) for the same or similar types of services in the same or similar locations of
the services being provided, the fees shall be determined with reference to the market price, which is based on the quotations
and terms obtained by the members of Tong Ren Tang Chinese Medicine Group from at least two advertisers who are
independent third parties within Mainland China markets when an implementation agreement is entered into. The service fees
and terms to be charged by Tong Ren Tang Century Advertising shall be comparable to the service fees and terms which
members of Tong Ren Tang Chinese Medicine Group can be obtained from other advertisers who are independent third parties
under the same condition and which Tong Ren Tang Century Advertising can be obtained from other advertising purchasers
who are independent third parties under the same condition.

The annual caps for the continuing connected transactions under the Tong Ren Tang Chinese Medicine Advertising Agency
Framework Agreement for the period from 1 May 2020 to 31 December 2020 and each of two years ended 31 December 2022
are RMB5,600,000, RMB6,850,000, and RMB8,000,000, respectively. Please refer to the announcement published by the Company
on 28 April 2020 on the websites of the Hong Kong Stock Exchange and the Company for details.

In 2022, the total advertising service fee paid by the Tong Ren Tang Chinese Medicine Group to Tong Ren Tang Century
Advertising under the Tong Ren Tang Chinese Medicine Advertising Agency Framework Agreement was RMB1,137,000, which
did not exceed the relevant cap.
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As the above-mentioned Tong Ren Tang Chinese Medicine Advertising Agency Framework Agreement expired on 31 December
2022, on 22 March 2023, the Company and Tong Ren Tang Chinese Medicine renewed such agreement again for a term from 22
March 2023 to 31 December 2025. The annual caps for the continuing connected transactions contemplated under the Tong
Ren Tang Chinese Medicine Advertising Agency Framework Agreement for the three years ending 31 December 2025 shall be
RMB7,300,000, RMB7,300,000 and RMB7,300,000, respectively. For details, please refer to the announcements of the Company
dated 22 March 2023 published by the Company on the websites of the Hong Kong Stock Exchange and the Company.

Tong Ren Tang Technologies PRC Distribution Framework Agreement
Tong Ren Tang Technologies PRC Distribution Framework Agreement expired on 31 December 2022

On 13 May 2020, the Company and Tong Ren Tang Chinese Medicine entered into the Tong Ren Tang Technologies PRC
Distribution Framework Agreement, for a term from 13 May 2020 to 31 December 2022.

Pursuant to the Tong Ren Tang Technologies PRC Distribution Framework Agreement, the Group, as the non-exclusive
distributor of Tong Ren Tang Chinese Medicine Group, may purchase the Chinese medicine and healthcare products, including
Chinese medicine and/or healthcare products researched, developed and manufactured by the Tong Ren Tang Chinese
Medicine Group (“Relevant TRTCM Products’) from the Tong Ren Tang Chinese Medicine Group and then sell the same to,
among others, distributors, retailers or end users in Mainland China or for the purpose of production. The price to be paid for the
Relevant TRTCM Products procured by the Group from the Tong Ren Tang Chinese Medicine Group shall be determined based
on: (i) a reasonable cost plus a fair and reasonable profit margin: (a) the reasonable cost shall be determined by reference to the
cost of the raw materials, the cost of labour and the manufacturing expense, etc.; and (b) the profit margin shall be determined
by reference to the average gross profit rate of Tong Ren Tang Chinese Medicine Group in the previous years, which shall not be
less than 50%; and (i) the prevailing market price with reference to the price and sale terms of similar products in the industry
and in Mainland China market at the time when a specific implementation agreement is entered into. The price and supply
terms of the Relevant TRTCM Products provided by Tong Ren Tang Chinese Medicine Group to the Group shall be comparable
to those provided by the Tong Ren Tang Chinese Medicine Group to other independent third parties under the same condition.

The annual caps for the continuing connected transactions contemplated under the Tong Ren Tang Technologies PRC
Distribution Framework Agreement for the period from 13 May 2020 to 31 December 2020 and each of two years ended 31
December 2022 (the “Historical Annual Caps”) are RMB45,640,000, RMB52,030,000 and RMB59,340,000, respectively. Please
refer to the announcement published by the Company on 13 May 2020 on the websites of the Hong Kong Stock Exchange and
the Company for details.

In 2022, the purchase of Relevant TRTCM Products by the Group from Tong Ren Tang Chinese Medicine Group under the Tong
Ren Tang Technologies PRC Distribution Framework Agreement amounted to RMB55,170,000, which did not exceed the
relevant cap.
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Renewed Tong Ren Tang Technologies PRC Distribution Framework Agreement

As the above-mentioned Tong Ren Tang Technologies PRC Distribution Framework Agreement expired on 31 December 2022,
the Company and Tong Ren Tang Chinese Medicine renewed the Tong Ren Tang Technologies PRC Distribution Framework
Agreement on 20 February 2023 for a term from 20 February 2023 to 31 December 2025.

Pursuant to the renewed Tong Ren Tang Technologies PRC Distribution Framework Agreement, the Group, as the non-executive

distributor of Tong Ren Tang Chinese Medicine Group, would purchase Chinese medicine, healthcare products and Chinese

herbs, including Chinese medicine and/or healthcare products researched, developed and manufactured by the Tong Ren Tang
Chinese Medicine Group (collectively, the “TRTCM Products”) from the Tong Ren Tang Chinese Medicine Group and then sale
the same to, among others, distributors, retailers or end-users in the PRC or use them for the purpose of production. The price of
the TRTCM Products sold by Tong Ren Tang Chinese Medicine Group to the Group shall be determined:

0

(ii)

(iif)

According to the prevailing market price determined with reference to the price and sale terms of similar products in the
industry and in the PRC market at the time when a separate implementation agreement is entered into.

In that, reference is made to the price and sales terms of the TRTCM Products sold by Tong Ren Tang Chinese Medicine
Group to other independent third parties under the same conditions (“Market Price”") at the relevant time. Tong Ren
Tang Chinese Medicine shall, (@) compare the prices of the major TRTCM Products supplied to the Group with the prices
for similar products as obtained by Tong Ren Tang Chinese Medicine Group on the market from time to time representing
market prices for these products; and (b) at least, on a quarterly basis, compare the prices and sales terms of the purchase
orders of the major TRTCM Products supplied to the Group with those entered into with and/or obtained from at least
two independent third parties.

The Market Price of the TRTCM Products researched, developed and manufactured by Tong Ren Tang Chinese Medicine
(such as Ganoderma and Ganoderma Lucidum related products) is determined by reference to the costs of raw materials,
the costs of labour and the manufacturing expense, etc.; and the profit margin shall be determined by reference to the
average gross profit rate of Tong Ren Tang Chinese Medicine Group in the previous three years, which shall not be less
than 50%.

The annual caps for the continuing connected transactions contemplated under the renewed Tong Ren Tang Technologies PRC
Distribution Framework Agreement for the three years ending 31 December 2025 shall be RMB65,000,000, RMB74,000,000 and
RMB86,000,000, respectively.
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The above annual caps for the three years ending 31 December 2025 were determined after taking into consideration the
following factors:

U]

(i)

(i)

(iv)

(Vi)

The Historical Annual Caps and the historical transaction amount for the transactions contemplated under the Tong Ren
Tang Technologies PRC Distribution Framework Agreement, and the expected market conditions and the continuous
increase in demand for the TRTCM Products in the PRC markets;

the low utilisation of the Historical Annual Caps was primarily because Tong Ren Tang Chinese Medicine Group adjusted
its sales strategy on customer distribution to e-commerce distributors since 2020 and had focused on sales of the TRTCM
Products through the e-commerce sales channel to mitigate the negative effect on the production and offline distribution
of the TRTCM Products brought by the recurring outbreak of the COVID-19 pandemic in Hong Kong and mainland China
from 2020 to 2022. Therefore, the historical transaction amount and the low utilisation of Historical Annual Caps did not
correctly reflect the market demand of the TRTCM Products;

on the other hand, with the stabilisation of the COVID-19 pandemic in Hong Kong and mainland China and the
continuous improvement of the corresponding public health control measures, the actual sales of the TRTCM Products
under the previous Tong Ren Tang Technologies PRC Distribution Framework Agreement recovered in the fourth quarter
of 2022, and the transaction amount under the Tong Ren Tang Technologies PRC Distribution Framework Agreement for
the entire year of 2022 reached over RMB55 million, with a utilisation rate of the corresponding Historical Annual Caps
over 90%. The Company is of the view that the historical transaction amount for the previous years under the Tong Ren
Tang Technologies PRC Distribution Framework Agreement would be close to the corresponding Historical Annual Caps
if there is no influence of the COVID-19, and the demand for the TRTCM Products is expected to increase at a year-on-year
growth rate of 15% from 2023 to 2025 due to the further adjustment of the Group’s marketing and sales strategies;

the estimated sales of potential new products and the Chinese medicine products of Tong Ren Tang Chinese Medicine
Group for the year ending 31 December 2023;

the expected market price trend of the TRTCM Products for the three years ending 31 December 2025; and

a buffer for any unexpected increase of the sales amount, the current market condition, and for any potential appreciation
in the HKS against RMB. The buffer projection is assumed solely for determining the annual caps and shall not be regarded
as any indication directly or indirectly as to the respective revenue, profitability or trading prospects of the Group and of
the Tong Ren Tang Chinese Medicine Group.

For details, please refer to the announcement of the Company dated 20 February 2023 published by the Company on the
websites of the Hong Kong Stock Exchange and the Company.



B ey 57 Jb G R A 2 B B B8 R IR 4 A R 4%

Report of the Board of Directors (Continued)

A ()

FHE"T-AF+ _A=+-BULE=EFENFELRDEEBUTRRERETE

(i)

(i)

(i)

(vi)

B3

BELFRELRERCEMEFEDEERBZAE NRXHNEL X5 S Bt PEMSHR NS
R ZBEEMRFB KA R

BLFELIREAXETIECANACERNEEEE T _SFEFBRATPOHHEERRKERE
FTRABOHERE  BIEAEFRFNRBHERCEREEMNER T _SFE T —FH1
RBEETBEEENTENREBEREHRCERNEERNEENME TOHETROEEFZE - Fit
BEXRXZeBMELFE ERNEEMRRELERRACEREERNT SRR

H—hE BEEFEFEMTEAMH TR BEORE LAREAKELEEFERN T TE - RF
CEMRTBEOEERGZRE TACERZERNERFEERC _T_—_FENFELER - RC
EMKPESEERBHEAE TN T _FE2ERXFHBBARESS508T  BHEELFELR
EAEEBIBIO% ° NRAARR - MRRAMBRIENTE - RCEMKPED HEERGHR T BE
FENELRXZSHBEOMRNELFRE LR W HAHRANEE S HRERE—TRE - YR
CEREEMNBREFE S ZFE T _AFEFER1%

BEZT-=F+-A=+—HUIFE RCEREZEEEERELINEENERRPEERNTE
AHIHER

RCEREERAERE S RAF+ A=t HI=EFENEHTSERES &
REFREIMNERNIBEE - ERMEHEARN - UMBTE ARENEMBETERMES - R

THREFETFELRMERR  ITERRIEFERIERAAEELRACEREZEERA ZWA -
BFGENHEF AR 21817 °

BEESHARRTERBEBB I NARREENARR T =F _A-+tRAZRE -



TONG REN TANG TECHNOLOGIES CO. LTD. 58 ANNUAL REPORT 2022

(iii)

Report of the Board of Directors (Continued)

B el (8

Exclusive Distributorship Framework Agreement

On 6 November 2020, the Company renewed the Exclusive Distributorship Framework Agreement with Tong Ren Tang Chinese
Medicine, for a term of three years from 1 January 2021 to 31 December 2023.

Pursuant to the Exclusive Distributorship Framework Agreement, Tong Ren Tang International Natural-Pharm, a wholly-owned
subsidiary of Tong Ren Tang Chinese Medicine, as the sole overseas distributor of the Group outside Mainland China (for the
purpose of the Exclusive Distributorship Framework Agreement, excluding Tong Ren Tang Chinese Medicine and its subsidiaries
and associates), may procure from the Group relevant “Tong Ren Tang” branded products produced by the Group, for the
purpose of the distribution of such products outside Mainland China. The Group shall provide trainings on such products to
Tong Ren Tang Chinese Medicine Group which shall be responsible for the registration and promotion of such products for
markets outside Mainland China. The price of such products supplied by the Group to Tong Ren Tang International Natural-
Pharm shall not be higher than the wholesale price of such products sold by the Group to its wholesale customers in Mainland
China. Tong Ren Tang International Natural-Pharm shall obtain an updated wholesale price list and payment terms of such
products which the members of the Group have offered to independent third parties from members of the Group on a quarterly
basis so as to determine whether the price and terms offered to Tong Ren Tang International Natural-Pharm are fair and
reasonable when compared to the price and terms that members of the Group offered to their unrelated wholesale customers
in Mainland China. Members of the Group shall also notify Tong Ren Tang International Natural-Pharm in case there is any
material update of the said wholesale price list and payment terms of such products from time to time.

The annual caps for the continuing connected transactions contemplated under the Exclusive Distributorship Framework
Agreements for the three years ended 31 December 2023 are RMB47,000,000, RMB54,100,000 and RMB62,200,000, respectively.
Please refer to the announcement published by the Company on 6 November 2020 on the websites of the Hong Kong Stock
Exchange and the Company for details.

In 2022, the purchase of the relevant “Tong Ren Tang” branded products produced by the Group by Tong Ren Tang
International Natural- Pharm from the Group under the Exclusive Distributorship Framework Agreement amounted to
RMB33,734,000, which did not exceed the relevant annual cap.
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The existing continuing connected transactions between Tong Ren Tang Ltd. and its subsidiaries (excluding the Group) (“Tong
Ren Tang Ltd. Group”) and the Group and the relevant agreements are as follows:

Tong Ren Tang Exclusive Distributorship Framework Agreement

On 6 November 2020, Tong Ren Tang Chinese Medicine renewed the Tong Ren Tang Exclusive Distributorship Framework
Agreement with Tong Ren Tang Ltd., for a term of three years from 1 January 2021 to 31 December 2023.

Pursuant to the Tong Ren Tang Exclusive Distributorship Framework Agreement, Tong Ren Tang International Natural-Pharm, as
the sole distributor of the Tong Ren Tang Ltd. Group outside Mainland China (for the purpose of the Tong Ren Tang Exclusive
Distributorship Framework Agreement, excluding the Group), may procure from the Tong Ren Tang Ltd. Group relevant “Tong
Ren Tang” branded products produced by the Tong Ren Tang Ltd. Group, for the purpose of the distribution of such products
outside Mainland China. The Tong Ren Tang Ltd. Group shall provide trainings on such products to Tong Ren Tang Chinese
Medicine Group which shall be responsible for the registration and promotion of such products for markets outside Mainland
China. The price of such products supplied by the Tong Ren Tang Ltd. Group to Tong Ren Tang International Natural-Pharm shall
not be higher than the wholesale price of such products sold by the Tong Ren Tang Ltd. Group to its wholesale customers in
Mainland China. Tong Ren Tang International Natural-Pharm shall obtain updated wholesale prices and payment terms of such
products which the members of the Tong Ren Tang Ltd. Group have offered to independent third parties from members of the
Tong Ren Tang Ltd. Group on a quarterly basis so as to determine whether the price and terms offered to Tong Ren Tang
International Natural-Pharm are fair and reasonable when compared to the price and terms that members of the Tong Ren Tang
Ltd. Group offered to their unrelated wholesale customers in Mainland China. Members of the Tong Ren Tang Ltd. Group shall
also notify Tong Ren Tang International Natural-Pharm in case there is any material update of the said wholesale price list and
payment terms of such products from time to time.

The annual caps for the continuing connected transactions contemplated under the Tong Ren Tang Exclusive Distributorship
Framework Agreement for the three years ending 31 December 2023 are RMB75,600,000, RMB86,900,000 and RMB100,000,000,
respectively. Please refer to the announcement published by the Company on 6 November 2020 on the websites of the Hong
Kong Exchange and the Company for details.

In 2022, the purchase of the relevant “Tong Ren Tang” branded products produced by the Tong Ren Tang Ltd. Group by Tong
Ren Tang International Natural-Pharm from the Tong Ren Tang Ltd. Group under the Tong Ren Tang Exclusive Distributorship
Framework Agreement amounted to RMB17,266,000, which did not exceed the relevant annual cap.

The Company has confirmed that the execution and enforcement of the implementation agreements under the continuing
connected transactions set out above in the year of 2022 has followed the pricing policies of such continuing connected
transactions.
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\nnual Review of Continuing Connected Transactions

The Company’s auditor was engaged to report on the Group’s continuing connected transactions set out on pages 42 to 61 in
accordance with Hong Kong Standard on Assurance Engagements 3000 (Revised) “Assurance Engagements Other Than Audits or
Reviews of Historical Financial Information” and with reference to Practice Note 740 (Revised) “Auditor’s Letter on Continuing
Connected Transactions under the Hong Kong Listing Rules” issued by the Hong Kong Institute of Certified Public Accountants. The
auditor has issued a report in accordance with rule 14A.56 of the Listing Rules in respect of the above non-exempt continuing
connected transactions:

(i) nothing has come to their attention that causes them to believe that the disclosed continuing connected transactions have not
been approved by the Board;

(i) fortransactions involving the provision of goods or services by the Group, nothing has come to their attention that causes them
to believe that the transactions were not, in any material respects, in accordance with the pricing policies of the Group;

(i) nothing has come to their attention that causes them to believe that the transactions were not entered into, in any material
respects, in accordance with the relevant agreements governing such transactions; and

(iv)  with respect to the aggregate amount of each of the continuing connected transactions, nothing has come to their attention
that causes them to believe that the disclosed continuing connected transactions have exceeded the annual cap as set by the
Company.

The independent non-executive Directors have reviewed the above-mentioned continuing connected transactions and confirmed
that in the year of 2022:

(i) these continuing connected transactions were entered into in the ordinary and usual course of business of the Group;
(i) these continuing connected transactions were entered into on normal commercial terms;

(i) these continuing connected transactions were entered into according to the relevant agreements governing each of these
transactions on terms that are fair and reasonable and in the interests of the Shareholders as a whole; and

(iv)  the aggregate amount of each of these transactions did not exceed the annual caps as set out in the relevant announcements
of the Company.

Save as disclosed above, there is no related party transaction set out in Note 34 to the financial statements that falls into the category
of connected transaction or continuing connected transaction that needs to be disclosed under the Listing Rules. The Company has
fully complied with the disclosure requirements under Chapter 14A of the Listing Rules with respect to the connected transactions
and continuing connected transactions of the Company.
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NON-EXEMPT CONNECTED TRANSACTIONS
Disposal of the Largel assels

On 20 June 2022, the Company entered into the Asset Transfer Agreements with Tong Ren Tang Medical Caring pursuant to which the
Company has agreed to dispose, and Tong Ren Tang Medical Caring has agreed to purchase, 49% of the equity interest in Tong Ren
Tang Second Traditional Chinese Medicine Hospital and 49% of the equity interest in Nansanhuan Zhonglu Drugstore, which shall be
satisfied by way of payment of approximately RMB42,011,200 and RMB19,376,300 respectively.

Tong Ren Tang Medical Caring is a direct wholly-owned subsidiary of Tong Ren Tang Holdings, the ultimate controlling shareholder of
the Company, and is therefore a connected person of the Company. As such, the transactions contemplated under the Asset Transfer
Agreement constitute connected transactions of the Company under Chapter 14A of the Listing Rules.

Please refer to the announcement published by the Company on 20 June 2022 on the websites of the Hong Kong Stock Exchange
and the Company for details.

COMPETING INTERESTS
Competition with Tong Ren Tang Lid. and Tong Ren Tang Holdings

Both the Company and Tong Ren Tang Ltd. engage in the production and sale of Chinese patent medicines, but the principal products
of each of them are different. Tong Ren Tang Ltd. mainly produces Chinese patent medicines in traditional dosage forms such as
honeyed pills, powder, ointment and medicinal wines. Tong Ren Tang Ltd.'s main products include Angong Niuhuang Pills (&Z'= 4 &
A1), Tongren Niuhuang Qingxin Pills ([E{Z4&)& 0 #1.), Tongren Dahuoluo Pills ([E1{Z A& S A1), Tongren Wuji Baifeng Pills ([F1=
5 % [ Bl A1) and Guogong Wine (B 2 8 ). It also has some minor production lines for the production of granules and water-
honeyed pills. These products do not compete with the Group in terms of their curative effects. The Company focuses on
manufacturing products in new dosage forms which are more competitive as compared with western medicine. The Company’s main
products include Liuwei Dihuang Pills (7XBf 385 A1), Niuhuang Jiedu Tablets (F &2 2 Fr), Ganmao Qingre Granules (R4 5 /& ZAFAHI)
and Jinkui Shenqi Pills (<& [E & 5.3.), etc. Tong Ren Tang Holdings is an investment holding company.

To ensure that the business classification between the Company, Tong Ren Tang Holdings and Tong Ren Tang Ltd. is properly
documented and established, Tong Ren Tang Holdings and Tong Ren Tang Ltd. undertake, pursuant to an undertaking dated 19
October 2000 committed by Tong Ren Tang Holdings and Tong Ren Tang Ltd. in favor of the Company (the “October Undertaking”),
that other than Angong Niuhuang Pills (%= 4% #1), Tong Ren Tang Holdings, Tong Ren Tang Ltd. and their respective subsidiaries
will not produce any products in future that bear the same names or bear the same names with different dosage forms as those
pharmaceutical products produced by the Company, which may compete directly with those pharmaceutical products of the
Company.

Save as mentioned above, the Directors confirm that none of the other products of the Company is in direct competition with Tong
Ren Tang Ltd. or Tong Ren Tang Holdings.
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During the Reporting Period and/or as at the date of this report, Mr. Gu Hai Ou, Mr. Jin Tao, Mr. Ma Guan Yu (resigned from non-
executive Director with effect from 22 December 2022), Ms. Guo Ya Qing (resigned from non-executive Director with effect from 16
February 2023), Ms. Feng Li (appointed as non-executive Director with effect from 22 December 2022) and Ms. Wang Chun Rui
(appointed as non-executive Director with effect from 16 February 2023) hold several management positions in Tong Ren Tang Ltd. or
Tong Ren Tang Holdings. As there is clear delineation of business between the Company, Tong Ren Tang Ltd. and Tong Ren Tang
Holdings, the Directors are of the view that the aforesaid positions held by Mr. Gu Hai Ou, Mr. Jin Tao, Mr. Ma Guan Yu, Ms. Guo Ya
Qing, Ms. Feng Li and Ms. Wang Chun Rui would not give rise to any material competition issue under Rule 8.10 of the Listing Rules.

Save as disclosed above, the Directors confirm that none of the Directors or their respective close associates (as defined under the
Listing Rules) had any interest in a business that competed or was likely to compete, either directly or indirectly, with the business of
the Group, other than being a director of the Company and/or its subsidiaries, under Rule 8.10 of the Listing Rules.

POSITIONS HELD BY DIRECTORS IN SHAREHOLDERS

Save as disclosed under this section and the section headed “Directors, Supervisors and Senior Management” of this annual report, to
the best knowledge of the Board, none of the Directors is a director or employee of a company which has an interest in the Shares or
underlying Shares which would fall to be disclosed to the Company under the provisions of Divisions 2 and 3 of Part XV of the SFO.

Right of First Refusal

L

To procure that the Company focuses on the development of the four major forms of products (namely granules, water-honeyed pills,
tablets and soft capsules), Tong Ren Tang Holdings and Tong Ren Tang Ltd. have granted the Company, pursuant to the October
Undertaking, a right of first refusal to manufacture and sell any of the new products which is developed by Tong Ren Tang Holdings,
Tong Ren Tang Ltd. or any of their respective subsidiaries and which is one of the four main forms of products of the Company. Upon
exercise of the right of first refusal, both Tong Ren Tang Holdings and Tong Ren Tang Ltd. or their respective subsidiaries are not
allowed to manufacture any of such new products. In the event that the Company develops any new product based on the existing
products of Tong Ren Tang Holdings and Tong Ren Tang Ltd. or their respective subsidiaries, and such new product is one of the
major forms of products of the Company, the Company will be entitled to manufacture such new product and none of Tong Ren Tang
Holdings and Tong Ren Tang Ltd. or their respective subsidiaries will be allowed to manufacture such new product. The Directors
believe that the above undertaking would clarify that both Tong Ren Tang Holdings and Tong Ren Tang Ltd. would support the
Company in its development of the four major forms of products in the future.

In the event that the Company refuses the right of first refusal offered by Tong Ren Tang Holdings and Tong Ren Tang Ltd., the terms
of the option to be offered to an independent third party should not be more favourable than those originally offered to the Company,
failing which the Company should be given an opportunity to reconsider the option under the new terms. The above undertaking
would no longer be valid in the event that the direct or indirect aggregate shareholdings of Tong Ren Tang Holdings or Tong Ren
Tang Ltd. in the Company fall below 30%.

The Company and the independent non-executive Directors have confirmed upon the review: during the year of 2022, Tong Ren Tang
Holdings and Tong Ren Tang Ltd. have provided all information necessary to the independent non-executive Directors for their annual
review and report on their fulfillment on the October Undertaking. Tong Ren Tang Holdings and Tong Ren Tang Ltd. have fulfilled their
undertakings on the relevant right of first refusal granted to the Company on their existing or future competing businesses. The details
of the annual declarations in compliance with the non-competition undertaking which have been made by Tong Ren Tang Holdings
and Tong Ren Tang Ltd. are set out below.
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DECLARATION

To: TONG REN TANG TECHNOLOGIES CO. LTD.
No. 20 Nansanhuan Zhonglu
Fengtai District, Beijing, the PRC

Dear Sir or Madam,

In order to ensure the interests of Tong Ren Tang Technologies Co. Ltd. (the “Company”) and its shareholders as a whole, we, China

Beijing Tong Ren Tang Group Co., Ltd. and our subsidiaries (excluding the Company and its subsidiaries) make the following

confirmations:

1. On 19 October 2000, the Company and Beijing Tong Ren Tang Company Limited entered into an agreement with us to regulate
the non-competition undertaking (‘Non-competition Undertaking"), which include but not limited to the options, pre-

emptive rights or right of first refusal provided by us on our existing or future competing businesses;

2. We have provided to the independent non-executive directors of the Company with all the necessary information in order for
them to conduct review on the enforcement of the Non-competition Undertaking;

3 We confirm that we have fully complied with the Non-competition Undertaking for the year 2022;

4. We also agree this confirmation to be disclosed in the Company’s 2022 annual report.

We further undertake that if we become aware of any data or information in the future which causes any doubt on the truthfulness,
accuracy or completeness of the data or information provided by this confirmation, we will notify the Company in writing on such

data or information as soon as possible.

China Beijing Tong Ren Tang Group Co,, Ltd.
22 March 2023
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DECLARATION

To: TONG REN TANG TECHNOLOGIES CO. LTD.
No. 20 Nansanhuan Zhonglu
Fengtai District, Beijing, the PRC

Dear Sir or Madam,

In order to ensure the interests of Tong Ren Tang Technologies Co. Ltd. (the "Company”) and its shareholders as a whole, we, Beijing
Tong Ren Tang Company Limited and our subsidiaries (excluding the Company and its subsidiaries), make the following confirmations:

1. On 19 October 2000, the Company and China Beijing Tong Ren Tang Group Co,, Ltd. entered into an agreement with us to
regulate the non-competition undertaking ("Non-competition Undertaking”), which include but not limited to the options,

pre-emptive rights or right of first refusal provided by us on our existing or future competing businesses;

2. We have provided to the independent non-executive directors of the Company with all the necessary information in order for
them to conduct review on the enforcement of the Non-competition Undertaking;

3. We confirm that we have fully complied with the Non-competition Undertaking for the year 2022;

4. We also agree that this confirmation to be disclosed in the Company’s 2022 annual report.

We further undertake that if we become aware of any data or information in the future which causes any doubt on the truthfulness,
accuracy or completeness of the data or information provided by this confirmation, we will notify the Company in writing on such

data or information as soon as possible.

Beijing Tong Ren Tang Company Limited
22 March 2023
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PROFILES OF DIRECTORS, SUPERVISORS AND SENIOR MANAGEMENT

Profiles of the Directors, Supervisors and senior management are set out on pages 116 to 123 of this report.

CHANGES OF DIRECTORS, SUPERVISORS AND SENIOR MANAGEMENT

On 24 August 2022, Mr. Ma Guan Yu, a non-executive Director tendered his resignation from the position due to work changes. The
resignation of Mr. Ma has taken effect on 22 December 2022. At the extraordinary general meeting held on 22 December 2022, Ms.
Feng Li was appointed as a non-executive Director of the Eighth Session of the Board, with a term commencing from 22 December
2022 up to the date of the 2023 AGM.

On 14 December 2022, Ms. Guo Ya Qing, a non-executive Director tendered her resignation from the position due to work changes.
The resignation of Ms. Guo has taken effect on 16 February 2023. At the extraordinary general meeting held on 16 February 2023, Ms.
Wang Chun Rui was appointed as a non-executive Director of the Eighth Session of the Board, with a term commencing from 16
February 2023 up to the date of the 2023 AGM.

For details of the aforesaid changes, please refer to the circulars of the Company dated 2 December 2022 and dated 18 January 2023,
the announcements of the Company dated 24 August 2022, dated 14 December 2022, dated 22 December 2022 and dated 16
February 2023.

Mr. Yang De Chun, former deputy general manager of the Company, has reached retirement age in February 2023.

On 16 January 2023, the Board appointed Mr. Guan Jun Wei as the executive deputy general manager of the Company, with a term of
office commencing from 16 January 2023 up to the date of the 2023 AGM.

Save as disclosed above in this report, there is no other information required to be disclosed pursuant to Rule 13.51B(1) of the Listing
Rules.

DIRECTORS’ AND SUPERVISORS’ SERVICE CONTRACTS

Each of the Directors and the Supervisors has entered into a service contract with the Company for a term commencing on their
respective appointment dates to the date of the 2023 AGM. None of the Directors or Supervisors has entered into any service contract
with the Company that cannot be terminated by the Company within one year without payment of compensation other than
statutory compensation.
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REMUNERATION OF DIRECTORS AND SUPERVISORS

Directors and Supervisors are subject to the election at the general meeting or the election by employees, and the general meeting
approves the remuneration of every Director and every Supervisor. The executive Directors and non-executive Directors or Supervisors
who do not hold any management position in the Company will not receive any remuneration from the Company. If they also hold
management positions in the Company, they will receive salaries corresponding to such management functions. The independent
non-executive Directors and external Supervisors are paid in line with the prevailing local market rate by the Company.

In 2022, all executive Directors and non-executive Directors did not receive any remuneration as the Directors. In particular, Mr. Wang
Yu Wei and Ms. Feng Zhi Mei, each as an executive Director, received remuneration for the management positions they held in the
Company. In addition, Mr. Ting Leung Huel, Stephen, Ms. Chan Ching Har, Eliza and Mr. Zhan Yuan Jing, each as an independent non-
executive Director, received directors’ fees at the amount of HKD288,000 (tax inclusive), HKD288,000 (tax inclusive) and RMB120,000
(tax inclusive), respectively.

In 2022, Ms. Su Li and Mr. Li Yuan Hong, each as a Supervisor, did not receive any remuneration as the Supervisor. In particular, Mr. Li
Yuan Hong as a Supervisor, received remunerations for the management positions held by him in the Company. In addition, Mr. Wu Vi
Gang, as the Supervisor, received supervisor's fee at the amount of RMB120,000 (tax inclusive).

Details of the Directors’ and Supervisors' salaries or salaries received corresponding to their management positions in the Company for
the years of 2022 and 2021 are set out in Note 30 to the Consolidated Financial Statements.

DIRECTORS’ AND SUPERVISORS’ INTERESTS IN MATERIAL
TRANSACTIONS, ARRANGEMENTS OR CONTRACTS

Saved as disclosed in the non-exempt continuing connected transactions and the non-exempt connected transactions as set out in
this report, none of the Directors and Supervisors or their connected entities (within the meaning under section 486 of the Company
Ordinance) still had or has had any material interest, either directly or indirectly, in any material transactions, arrangements or contracts
relating to the business of the Group, to which the Company or any of its subsidiaries was a party, and which was subsisting on the
balance sheet date of the year or at any time during the year.

DIRECTORS’, SUPERVISORS’ AND CHIEF EXECUTIVE’S INTERESTS
AND SHORT POSITIONS IN SHARES, UNDERLYING SHARES AND
DEBENTURES

As at 31 December 2022, none of the Directors, Supervisors and chief executive of the Company had any interests or short position in
the shares, underlying shares and debentures of the Company and its associated corporations (within the meaning of Part XV of the
SFO) as recorded in the register required to be kept under Section 352 of the SFO or as otherwise notified to the Company and the
Hong Kong Stock Exchange pursuant to the requirements in the Model Code for Securities Transactions by Directors of Listed
Companies (the “Model Code”) as set out in Appendix 10 to the Listing Rules.
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MANAGEMENT CONTRACT

During the Reporting Period, the Company had not entered into nor was there any contract relating to the management and
administration of the whole or any substantial part of the business of the Company.

CONTRACT OF SIGNIFICANCE
During the Reporting Period, save as disclosed in this report, neither the Company nor any of its subsidiaries had any contract of
significance with its controlling shareholder or its subsidiaries, nor any contract of significance for the provision of services to the

Company or any of its subsidiaries by a controlling shareholder or any of its subsidiaries (as defined in Appendix 16 to the Listing
Rules).

PERMITTED INDEMNITY PROVISION

Subject to the applicable laws and the coverage of the director liability insurance the Company placed for the Directors, every Director
shall be entitled to be indemnified against all costs, charges, losses, expenses and liabilities incurred by him or her in the execution and
discharge of his or her duties or in relation thereto. Such provisions were in force during the course of the year ended 31 December
2022 and remained in force as at the date of this report.

EMPLOYEES AND REMUNERATION POLICIES

As at 31 December 2022, the Group had a total of 4,089 employees (31 December 2021: 3,966 employees), of which 2,001 were
employees of the Company (31 December 2021: 1,972 employees). Besides, the Company had a total of 170 dispatched staff (31
December 2021: 116). Remunerations of the employees of the Company are determined with reference to the prevailing market level
as well as the performance, qualification and experience of individual employee. Discretionary bonuses based on individual
performance will be paid to the employees as a recognition of and a reward for their contributions to the Company. Other employee
welfares include contributions by the Company to the endowment insurance, medical insurance, unemployment insurance, work
injury insurance, maternity insurance and housing fund.

EMOLUMENTS OF SENIOR MANAGEMENT

The emoluments before tax paid to the senior management of the Company whose names are listed in this report are set out by band
as follows:

RMB0-500,000 A #& 0-500,000 7T
RMB500,001-1,000,000 A R #& 500,001-1,000,000 7T
RMB1,000,001-1,500,000 A ¥ 1,000,001-1,500,000 7T
RMB1,500,001-2,000,000 A ¥ 1,500,001-2,000,000 7T

STAFF RETIREMENT SCHEME

Details of staff retirement scheme of the Group are set out in Note 31 to the Consolidated Financial Statements.
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STAFF QUARTERS

For the year ended 31 December 2022:
1. the Company did not provide quarters to any of its staff (2021: nil);

2. the Company made annual contributions to the housing fund based on certain percentages of the salaries for employees in
compliance with relevant regulations; and

3. the Company provided housing allowance to its staff at an average of RMB80 per person per month (2021: RMB80 per person
per month) in compliance with relevant regulations.

INDEPENDENT AUDITORS

The financial statements were audited by PricewaterhouseCoopers. The Company did not change its independent auditors in any of
the past three years. The Audit Committee was satisfied with the work of the independent auditors, their independence and
objectivity. PricewaterhouseCoopers and PricewaterhouseCoopers Zhong Tian LLP were proposed by the Board to be reappointed as
the international auditor and domestic auditor of the Company respectively for the year of 2023 which is subject to approval at the
2022 AGM.

By the Order of the Board
Tong Ren Tang Technologies Co. Ltd.
Gu Hai Ou
Chairman

Beijing, the PRC
22 March 2023
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To the Shareholders:

The supervisory committee of Tong Ren Tang Technologies Co. Ltd. (the “Supervisory Committee”) has executed its duties and
powers earnestly, safeguarded the rights and interests of the shareholders as well as the interests of the Company, complied with the
principle of good faith, took the initiative in carrying out its work in a reasonable, cautious and diligent manner pursuant to the
provisions of the Company Law of the PRC, relevant laws and regulations of Hong Kong and the Articles of Association.

During the year, the Supervisory Committee reviewed cautiously the operation and development plans of the Company and put
forward reasonable suggestions and opinions to the Board. It also strictly and effectively monitored and supervised the significant
policies and specific decisions made by the management of the Company to ensure that they were in compliance with the laws and
regulations of the PRC and the Articles of Association, and in the interests of the Company’s shareholders.

The Supervisory Committee has reviewed earnestly and approved the report of the Board, audited financial statements and the
dividend payment proposal to be presented by the Board at the forthcoming 2022 AGM. We are of the opinion that the Directors,
general manager and other senior management of the Company have strictly complied with the principle of good faith, and have
worked diligently, exercised their authority faithfully in the best interests of the Company, and executed various tasks pursuant to the
Articles of Association so that the Company is operated within the regulatory framework, and the internal control regime is
increasingly improving. The transactions between the Company and associated companies were executed on terms in the interests of
the Shareholders as a whole and at fair and reasonable prices. Up till now, none of the Directors, general manager or senior
management of the Company has been found to have abused their authority, damaged the interests of the Company or infringed
upon the interests of the shareholders and employees of the Company, or to have been in breach of any laws or regulations or the
Articles of Association.

The Supervisory Committee is satisfied with the various tasks carried out by the Company in 2022 and the economic benefits
generated therefrom. It has full confidence in the future development outlook of the Company.

By Order of the Supervisory Committee
Tong Ren Tang Technologies Co. Ltd.
Su Li
Chairman

Beijing, the PRC
22 March 2023
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The Board believes that a good and steady framework of corporate governance is extremely important for the development of the
Company. The Company has adopted the principles and standards contained in the Corporate Governance Code (the “Code”) as set
out in Appendix 14 to the Listing Rules as the Company's standards, and combined them with its own experience, aiming to establish
a good corporate governance structure.

BOARD OF DIRECTORS

The Company's business and operation are led and authorized to be managed by the Board. Several powers shall be entrusted by the
Board to the management, so that the management can formulate and implement the Company’s scheme and operational planning,
as well as conducting the Company's daily operation. The Board tries its best to monitor the performance of the management, while it
is the management's responsibility to conduct the daily operation of the Company. The Board is provided with regular management
update report to give a balanced and understandable assessment of the performance, position, recent development and prospect of
the Group in sufficient details. The Directors have full access to information of the Group and are entitled to seek independent
professional advice in appropriate circumstances at the Company expense.

The Board has established four special committees, namely the Audit Committee, the Remuneration Committee, the Nomination
Committee and the Strategy and Planning Committee, to supervise the specific affairs of the Company. According to the requirements
of the Listing Rules and other related laws, the Board and the special committees shall discharge their respective duties in accordance
with the well-established written terms of reference.

The Board convenes meetings regularly and when significant decision has to be made. The Board convened seventeen meetings in
2022 to discuss and decide major operational matters, financial matters and other matters of the Company as stipulated under the
Articles of Association. The attendance of Directors to the relevant meetings is set out as below:

Directors

B

Executive Directors #{TEE

Gu Hai Ou (Chairman) BB/8 88 (EEK)
Wang Yu Wei T (21&

Feng Zhi Mei 5 & 18

Non-executive Directors JEH{TEE
JinTao &7

Ma Guan Yu More2 B5 85 =7 (22)

Guo Ya Qing ZPFEH

Feng Li ore? I ] (2

Independent non-executive Directors B FEH TEE
Ting Leung Huel, Stephen T R 18

Chan Ching Har, Eliza [R5 &2

Zhan Yuan Jing ER#%

Note 1: All of the Directors attended in person rather than by proxy during the term of office.

Note 2:  During the Reporting Period, Mr. Ma Guan Yu resigned as a non-executive Director of the Company. Ms. Feng Li was appointed as a non-
executive Director of the Company, both with effect from 22 December 2022.
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Composition of the Board of Directors

The Directors are elected at the general meetings for a term of three years, and can be re-elected when the term expires. The Eighth
Session of the Board was first elected at the 2020 AGM with the term of office ending upon the conclusion date of the AGM to be
convened in 2024. Ms. Feng Li has been appointed as the non-executive Director of the Company with effect from 22 December 2022
to the end of the Eighth session of the Board, subject to re-election at the end of the term. Ms. Wang Chun Rui has been appointed as
the non-executive Director of the Company with effect from 16 February 2023 to the end of the Eighth session of the Board, subject to
re-election at the end of the term. The Board has formulated the Board Diversity Policy. All appointments of the members of the Board
are made on merit, in the context of the talents, skills and experience required for the Board to function as a whole. Every member
with his/her own strengths is able to coordinate with each other and help strengthen the effectiveness of the Board.

Details about the resume of the Directors are set out on pages 116 to 119 of this report.

The independent non-executive Directors are independent from the management with solid experience in business or finance. They
make recommendations to the Board and management on the strategic development of the Company, and provide balancing
mechanism to protect the interests of shareholders and the Company as a whole.

Mr. Ting Leung Huel, Stephen, one of the independent non-executive Directors has been serving for more than nine years. In a circular
despatched to the shareholders on 30 April 2021 regarding the re-election of the independent non-executive Director, the Company
has confirmed the independence of Mr. Ting Leung Huel, Stephen and set out the reason for his re-election pursuant to the provision
of the Listing Rules. He was re- elected as the independent non-executive Director at the 2020 AGM by a separate resolution. Please
refer to the circular of the Company dated 30 April 2021 and the announcement of the Company dated 8 June 2021 for details.

According to the requirements of the Listing Rules, the Company has received a written confirmation of independence from each of
the independent non-executive Directors for the year of 2022. The Company considers that all independent non-executive Directors
are independent from the Company.

During the Reporting Period, the Board had complied with the minimum requirements of the Listing Rules in relation to the
appointment of at least three independent non-executive Directors and the number of independent non-executive Directors being at
least one-third of the members of the Board of Directors, as well as the requirement of having one independent non-executive
Director with appropriate professional qualifications or accounting or related financial management expertise.

As is known to the Company, the Directors, Supervisors and senior management of the Company do not have any relationship among
themselves in financial, business, family or other material aspects other than working relationship in the Company.
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Board Diversity

The Company recognises and embraces the benefits of having a diverse Board, and sees diversity at the Board level as an essential
element in maintaining a competitive advantage. Since 2013, the Company adopted and has been complying with the Board Diversity
Policy. As at 31 December 2022 and as at the date of this report, the Board consists of five male members and four female members.
The Nomination Committee considered that the Board was sufficiently diverse in terms of gender and will progressively increase the
ratio of female Directors by identifying and nominating suitable candidates for directorship to ensure an appropriate balance of
gender ratio of the Board, with the ultimate goal of achieving gender parity of the Board.

A truly diverse Board will include and make good use of differences in the skills, regional and industry experience, background, gender
and other qualities of the members of the Board. In determining the optimum and balanced composition of the Board, the Company
will consider the above factors. All appointments are made on merit, in the content of the talents, skills and experience the Board as a
whole requires to be effective.

The Nomination Committee of the Company reviews and assesses the composition of the Board and makes recommendations to the
Board on appointment of new Directors. In reviewing and assessing the composition of the Board, the Nomination Committee will
consider the benefits of all aspects of diversity (including but not limited to the aforementioned) in order to maintain an appropriate
range and balance of talents, skills, experience and background on the Board.

The Group pursues a fair, just and non-discriminatory employment policy. During the recruitment process, there is no discrimination
against any candidate due to gender, region, ethnicity, religion, age, marital status or other factors. The Group will gradually increase
the proportion of female employees when selecting relevant candidates, with the ultimate goal of achieving a balance of gender ratio.
We respect and protect the legal rights and interests of all employees. As at 31 December 2022, the male and female ratio of the
Group's employees (including senior management) was approximately 0.9:1.

Board Independence Mechanism

The Company recognises that Board independence is pivotal in good corporate governance and Board effectiveness. The Board has
established Mechanisms of Ensuring the Board Obtains Independent Views to ensure independent views and input from any Director
are conveyed to the Board for enhancing an objective and effective decision making.

The governance framework and the following mechanisms are reviewed annually by the Board, to ensure their effectiveness:

1. Three out of nine Directors are independent non-executive Directors, which meets the requirements of the Listing Rules that the
Board must have at least three independent non-executive directors and must appoint independent non-executive directors
representing at least one-third of the Board.

2. The Nomination Committee will assess the independence of a candidate who is nominated to be a new independent non-
executive Director and the contribution to the diversity of the Board according to the board diversity policy adopted by the
Company from time to time before appointment and also the continued independence of existing independent non-executive
Directors and their time commitments annually. On an annual basis, all independent non-executive Directors are required to
confirm in writing their compliance of independence requirements pursuant to Rule 3.13 of the Listing Rules, and to disclose the
number and nature of offices held by them in public companies or organisations and other significant commitments.
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3. External independent professional advice is available as and when required by individual Directors.

4. All Directors are encouraged to express freely their independent views and constructive challenges during the Board and/or
Board Committee meetings.

5. No equity-based remuneration with performance-related elements will be granted to independent non-executive Directors.

6. A Director (including independent non-executive Director) who has a material interest in a contract, arrangement or other
proposal shall not vote or be counted in the quorum on any Board resolution approving the same.

7. The Chairman of the Board meets with independent non-executive Directors annually without the presence of the executive
Directors and non-executive Directors.

Responsibilities of the Board and the Management

According to the requirements of the Articles of Association, the Board is responsible to the general meeting and exercises the
following powers:

. to convene general meetings and report its work to the general meeting;

. to implement the resolutions of general meetings;

. to determine the Company'’s business plans and investment plans;

. to formulate the Company's plans on annual financial budgets and final accounts;

. to formulate the Company’s profit distribution plans and plans on making up losses;

. to formulate the plans for increase or decrease of the registered capital of the Company and issue of corporate bonds;

. to formulate plans for merger, division and dissolution of the Company;

. to determine the establishment of the Company’s internal management structure;

. to appoint or remove the manager of the Company and to appoint or remove the deputy manager and chief financial officer

and chief quality officer of the Company based on the nomination by the manager and to determine their remunerations;
. to formulate the basic management system of the Company;
. to formulate proposals for amendment to the Articles of Association; and

. to determine the establishment of specific committees and to appoint and remove the relevant persons in charge.
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Pursuant to the provisions of the Code, the Board exercises the following powers in respect of corporate governance:
. to formulate and review the principles and policies of the Company’s corporate governance;

. to review and monitor the implementation of corporate governance policies by the Company as a whole and to ensure
compliance with statutory and regulatory requirements;

. to review the Company’s compliance with the Code and other rules applicable;

. to approve the Company's annual corporate governance report and its publication on the websites of the Hong Kong Stock
Exchange and the Company;

. to formulate, review and monitor the shareholder communication policy to ensure its effectiveness;

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

. to develop, review and monitor the code of conduct and compliance manual (if any) applicable to employees and directors; and
. to handle other corporate governance issues that the Board shall be responsible for.

According to the requirements of the Articles of Association, the management is the executives of the Company, shall be accountable
to the Board and exercises the following powers:

. to lead the Company'’s production, operation and management, and to organize the implementation of the Board’s resolutions;
. to organize the implementation of the Company’s annual business plans and investment plans;

. to draft plans for the establishment of the Company’s internal management structure;

. to draft the Company’s basic management system;

. to formulate the basic rules and regulations of the Company;

. to propose the appointment or dismissal of the Company’s deputy manager(s) and chief financial officer and chief quality
officer;
. to appoint or dismiss management personnel other than those required to be appointed or dismissed by the Board; and

. to exercise other powers conferred under the Articles of Association and by the Board.
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Chairman of the Board and General Manager

Mr. Gu Hai Ou is the Chairman of the Board and Mr. Wang Yu Wei is the general manager of the Company. The Chairman of the Board
and the general manager of the Company are two clearly defined positions. The Chairman of the Board is responsible for the operation
of the Board while the general manager is in charge of day-to-day operational management. The Board formulated and approved the
Terms of Reference of Chairman and General Manager, which sets out their respective duties and powers in written form.

Continuous Professional Development of Directors

The Directors should participate in continuous professional development to develop and update their knowledge and skills in order to
ensure that they continue making contributions to the Board in an informed and appropriate manner. The Company is responsible for
arranging appropriate training and providing relevant funding with appropriate emphasis on the roles, functions and duties of a
director of the Company. During the Reporting Period, all Directors were arranged to learn about the ongoing obligations of the
Directors, laws and regulations, anti-corruption and other requirements, and gained a deeper understanding of supervision and
standardized operations of listed companies. The Company also published appointment rules and memorandum of duties to all new
Directors so as to ensure continuous compliance in their performance of duties. In addition, the Directors also participated in relevant
training or studied reading materials according to their actual needs for performance of duties. These materials included information
in respect of Communist Party construction, safe production and risk prevention, etc., which effectively facilitated the improvement of
duty performance.

Directors’ Training

ESEIMER

Directors

=

Executive Directors #{TEE

Gu Hai Ou (Chairman) BB/8 8 (EFK)
Wang Yu Wei T /84&

Feng Zhi Mei S5 & 18

Non-executive Directors JEH{TES
JinTao &%

Ma Guan Yu Mot ) B5 8] =7 021)

Guo Ya Qing 2B HEJE

Feng Li o) )85 (2 1)

Independent non-executive Directors & 3 JF 1 {TEE
Ting Leung Huel, Stephen T R 1%

Chan Ching Har, Eliza FRE B2

Zhan Yuan Jing E R %%

Note 1:  During the Reporting Period, Mr. Ma Guan Yu resigned as a non-executive Director of the Company. Ms. Feng Li was appointed as a non-
executive Director of the Company, both with effect from 22 December 2022.
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FINANCIAL REPORTING

The management provides members of the Board with updated information on a monthly basis, setting out relevant accounts data
and financial position of the Company. This is to ensure Directors have sufficient information and knowledge about the Company'’s
affairs to effectively fulfill their responsibilities and obligations.

The Directors acknowledged their responsibility for preparation of financial statements which shall give a true and fair view of the
Company's financial situation, business performance and cash flows for the year. In preparing the financial statements for the year, the
Directors have:

1. approved the adoption of the International Financial Reporting Standards;
2. selected and applied appropriate accounting policies;
3. made reasonable judgments and estimates; and

4. prepared the financial statements on a going concern basis.

The Board recognises the importance of good corporate governance, transparency and its accountability to shareholders, and it has
presented a balanced, clear and understandable assessment in the annual and interim reports and other financial disclosures of the
Company as required under the Listing Rules, and reports submitted to regulators as well as information required to be disclosed
pursuant to statutory requirements.
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RISK MANAGEMENT AND INTERNAL CONTROL

The Board is responsible for evaluating and determining the nature and extent of the risks the Group is able to take in achieving its
strategic goals, so as to ensure that the Group establishes and maintains reasonable and effective risk management and internal
control systems, and oversees management in the design, implementation and monitoring of the risk management and internal
control systems, and is also responsible for reviewing the effectiveness of the systems. The Board has reviewed and recoginised the
effectiveness of such systems for the Reporting Period. Such systems are designed to manage rather than eliminate the risk of failure
to achieve business objectives, and can only provide reasonable and not absolute assurance against material misstatement or loss.
Meanwhile, the terms of reference of the Audit Committee cover its duties in respect of risk management, including supervision of
relevant risk management system to ensure that the system conforms to the strategies and risk tolerance of the Group.

The Group has established its risk management and internal control system and issued relevant reports with reference to regulations
and requirements including the Code of Corporate Governance, Corporate Risk Management Framework, Basic Rules for Enterprise
Internal Control, the Guidelines for Corporate Internal Control Assessment, and the Supplementary Guidelines for Corporate Internal
Control.

The Group has internal audit functions. A dedicated internal audit department independently reviews the operation of the Group on a
regular basis, evaluates the effectiveness of internal monitoring system and risk management, and suggests solutions accordingly (if
necessary). Meanwhile, legal department organizes comprehensive risk identification within the scope of the Group and summarise
countermeasures, updates the Group's risk list on a semiannual basis, and propose suggestions accordingly to cope with the identified
risks. Each of the legal department and the internal audit department explains the critical findings, internal audit process, results, risk
identification and solutions to the Audit Committee with an independent report.

The Group adopts a three-level risk management and monitoring model, in order to identify, assess and manage material risks with the
following procedures including risk management strategy formulation and implementation, risk monitoring, risk identification, risk
assessment, risk treatment and response and risk report. In case of material risk or serious internal monitoring omission, relevant units
shall immediately report to the legal department, internal audit department and members of corporate management, who shall
promptly hold a meeting to discuss treatment methods and finally approve the solutions for material risk or serious internal
monitoring omission.

The Group has formulated a series of risk management and internal monitoring systems and relevant supporting operation guidelines.
For instance, the Company has promulgated the Comprehensive Risk Management Provision, which institutionalized the operation of
risk management system, and regulated and standardized the risk management. The Internal Audit System has been also in place to
standardize internal audit work, improve internal control monitoring system, strengthen the mechanism for preventing risks in
economic operations and foster the healthy and sustainable development of the Group. The Company enacted the Information
Disclosure Management System to regulate the disclosure procedure of inside information and other types of information. With the
aforesaid monitoring systems and guidelines, the Group has established a standard and effective risk management and internal
monitoring systems so as to safeguard the assets of the Group and interests of shareholders.
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MAJOR RISKS AND RESPONSE MEASURES

In 2022, the material risks listed by the Group included policy risk and operational risk. For the identified material risks, the Group has
taken proactive measures to cope with various risks.

For the contingent risks from the emergencies in relation to “Tong Ren Tang” brand, the Group established a good brand protection
emergency mechanism, in which the legal department will cooperate with all relevant departments in monitoring and collecting
information about the emergencies in relation to the “Tong Ren Tang” brand and set up countermeasures in a timely manner to
effectively maintain the brand image.

For the increase in investment cost arising from safe production management and uncertainty risks due to potential safety hazards
and safety accidents, the Group formulated special rectification action plans for production safety, timely transformed areas with
potential safety hazards, and given priority to completing the transformation of densely populated places as well as major electricity
and heat generation equipment and facilities, so as to avoid casualties or property losses caused by major production safety accidents.

For the risks such as reduction in harvest of production materials, decline in quality of raw materials and market price fluctuations
brought about by significant climate change or extreme disastrous weather, the Group has strengthened identification, assessment
and supervision of impacts and risks of significant climate change on different businesses. Meanwhile, the Group pays close attention
to the changes in market conditions and related industrial policies, and has built closer connection between procurement and
production and sales, and maintained a reasonable inventory structure and appropriate strategic reserves to ensure maximum supply
of required materials and avoid the risk of continual price increases brought by an imbalance between supply and demand.

In view of the impact of the pandemic on the production and operation, the Group strictly implemented the requirements for the
pandemic prevention and control issued by the nation and local government, timely guided and made deployment according to the
pandemic prevention and control situation, and ensured the safety and stability of production. Meanwhile, with the market demand
and characteristics of the Group’s products under the normalization of the pandemic prevention and control, the Group actively
formulated sales policies and put efforts in reducing the operational risk caused by the pandemic.

The Board has reviewed the risk management and internal control system for the period from 1 January 2022 to 31 December 2022 at
the Board meeting held on 22 March 2023. The special internal audit department and Audit Committee have reviewed the
effectiveness of internal control systems of the Company and its subsidiaries covering financial, operational, compliance and risk
management procedures.

In addition, the review of the Directors also took into account the adequacy of resources, staff qualification and experience, and
training programs and the relevant budgets of the Group’s accounting and financial reporting function. The Board is satisfied that the
risk management and internal control system of the Group are working effectively, and adequately on an ongoing basis for the year
ended 31 December 2022. The Group will continue to improve the internal control system and strengthen the risk management
function when necessary, so as to continuously optimize the risk management and internal control system.
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AUDIT COMMITTEE

The Company has set up an Audit Committee with specific written terms of reference and duties pursuant to the relevant
requirements of the Listing Rules and “A Guide For The Formation of An Audit Committee” compiled by the Hong Kong Institute of
Certified Public Accountants. Its primary duties are to review and monitor the completeness and effectiveness of the Company’s
financial information, risk management and internal control system, and review the Company’s annual and interim results and other
related documents. Terms of reference of the Audit Committee are available on the websites of the Hong Kong Stock Exchange and
the Company.

The Audit Committee comprises the independent non-executive Directors, being Mr. Ting Leung Huel, Stephen, Ms. Chan Ching Har,
Eliza and Mr. Zhan Yuan Jing, of which Mr. Ting Leung Huel, Stephen, the Chairman of the committee, possesses appropriate
professional qualification and financial experience, which is fully complied with the requirements under Rule 3.21 of the Listing Rules.

During the year of 2022, the Audit Committee convened two meetings. The first meeting was held on 15 March 2022 to review and
discuss the operating results, financial position and major accounting policies contained in the audited financial statements of the
Group for the year ended 31 December 2021 as well as matters in relation to risk management, legal compliance and internal audit,
and to listen to the result of audit reported by the auditors. The Audit Committee concluded the meeting with agreement to the
contents of the 2021 annual report. The second meeting was held on 17 August 2022 to review and discuss the operating results,
financial position and major accounting policies contained in the unaudited financial statements of the Group for the six months
ended 30 June 2022 as well as matters in relation to risk management, legal compliance and internal audit. The Audit Committee
concluded the meeting with agreement to the contents of the 2022 interim report.

In addition, the Audit Committee reviewed the effectiveness of the Company’s financial control, internal control and risk management;
made recommendation to the Board on matters relating to the reappointment of the auditors; and held separate meetings with the
auditors to discuss matters relating to its audit fees and other issues arising from the audit.

At the meeting held on 16 March 2023, the Audit Committee reviewed and discussed the operating results, financial position and
major accounting policies contained in the audited financial statements of the Group for the year ended 31 December 2022, as well as
matters in relation to risk management, legal compliance and internal audit, and reviewed the effectiveness of risk management and
internal control systems as well as internal audit, and to listened to the results of audit reported by the auditors. The Audit Committee
concurred in the contents of the 2022 annual result and annual report.
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REMUNERATION COMMITTEE

The Company has established the Remuneration Committee according to the relevant provisions of the Listing Rules with specific
written terms of reference and duties. Its primary duties are to make proposals to the Board with respect to the overall remuneration
policy and framework for Directors, Supervisors and senior management of the Company and the establishment of formal and
transparent procedures for formulating the remuneration policy. Terms of reference of the Remuneration Committee are available on
the websites of the Hong Kong Stock Exchange and the Company.

The Remuneration Committee is chaired by Mr. Zhan Yuan Jing, an independent non-executive Director and the members comprise
two independent non-executive Directors, Mr. Ting Leung Huel, Stephen and Ms. Chan Ching Har, Eliza, which is in compliance with
the requirement of the Listing Rules that independent non-executive directors shall form the majority of the Remuneration
Committee.

According to Rule E.1.2 of the Code, the Remuneration Committee of the Company makes proposals to the Board with respect to the
remuneration packages for individual executive Directors and senior management, including non-monetary benefits, pension rights
and compensation (including the compensation for the loss or termination of office or appointment). The exact amount shall be
determined by the general meeting.

During the year of 2022, three meetings were held by the Remuneration Committee. At the meeting held on 15 March 2022, the
Remuneration Committee reviewed and discussed the matters including the Directors’, Supervisors’ and senior management’s
emoluments for the year ended 31 December 2021, and reviewed and discussed adjustment to remuneration of the independent
non-executive directors and external supervisor. At the meeting held on 17 August 2022, the Remuneration Committee discussed
matters including the remuneration of newly appointed Director, Ms. Feng Li, and made recommendations to the Board. At the
meeting held on 14 December 2022, the Remuneration Committee discussed matters including the remuneration of newly appointed
Director, Ms. Wang Chun Rui, and made recommendations to the Board.
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NOMINATION COMMITTEE

The Company has established the Nomination Committee with specific written terms of reference and duties according to the
relevant provisions of the Listing Rules. Its primary duties include (among others):

reviewing the framework, size and composition including skills and professional knowledge of the Board on a regular basis and making
proposals to the Board in respect of any proposed change;

reviewing the Board diversity policy regularly, including but not limited to gender, age, cultural and educational background as well as
professional experience, and reviewing any measurable objectives that it has set for implementing the Board diversity policy and
progress on achieving those objectives; and

identifying individuals suitably qualified to become Board members and selecting or making recommendations to the Board on the
selection of individuals nominated for directorships.

Terms of reference of the Nomination Committee are available on the websites of the Hong Kong Stock Exchange and the Company.

The Nomination Committee is chaired by Mr. Gu Hai Ou, the executive Director and the Chairman of the Board and the members
comprise two independent non-executive Directors, namely Ms. Chan Ching Har, Eliza and Mr. Zhan Yuan Jing, which is in compliance
with the requirement of the Listing Rules that independent non-executive directors should form the majority of the Nomination
Committee.
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Factors set out in Rule 3.13 of the Listing Rules shall be considered by the Nomination Committee while assessing the independence
of the independent non-executive Directors.

During the year of 2022, three meetings were held by the Nomination Committee. At the meeting held on 18 March 2022, the
Nomination Committee reviewed and discussed the structure, size and composition of the Board. At the meeting held on 17 August
2022, the Nomination Committee nominated candidates for the Eighth Session of the Board to the Board and proposed election of Ms.
Feng Li as non-executive Director of the Company. At the meeting held on 14 December 2022, the Nomination Committee proposed
election of Ms. Wang Chun Rui as non- executive Director of the Eighth Session of the Board.

The Nomination Committee recommends candidates for nomination to the Board, which approves the final choice of candidates, and
the Board submits to the general meeting of shareholders for approval. The Board has adopted written policy for the nomination of
new directors. In evaluating and selecting candidates for directorship, the criteria to be taken into account when considering the
suitability of a candidate shall be his or her ability to devote sufficient time and attention to the affairs of the Company and contribute
to the diversity of the Board, and whether he or she can facilitate the Board to effectively fulfill its responsibilities.

In addition, the Nomination Committee assessed the independence of the independent non-executive Directors; and reviewed the
adequacy of time devoted by Directors in performing their duties.

The Nomination Committee also attaches importance to the diversity of Board composition, which is believed to be beneficial for the
Board as well as the Company. The Company established a policy in respect of the diversity of the Board Composition. In reviewing
and evaluating the Board composition and making recommendations to the Board on appointment of new Directors, the Nomination
Committee shall take account of the benefits of diversity in various aspects as well as the factors including integrity of relevant persons,
their accomplishments and the time they can devote to the Company, in order to maintain an appropriate scope and the balance
between expertise, skills, experience and background of the Board members. The Nomination Committee will make discussion to
agree upon all the measurable targets to realize the diversity of Board composition each year, including but not limited to genders,
ages, culture and educational backgrounds and professional experiences, and propose relevant targets to the Board for adoption.

STRATEGY AND PLANNING COMMITTEE

The Company has set up a Strategy and Planning Committee, with specific written terms of reference and duties. Its primary duties are
to conduct research and evaluation on the performance of the strategic planning of the Group’s mid-and-long-term development,
investment and financing plans, comprehensive budget management, brand protection, legal construction and product safety, and to
make recommendations to the Board.

The Strategy and Planning Committee is chaired by Mr. Gu Hai Ou, the executive Director and the Chairman of the Board, and the
members comprise one executive Director, namely Mr. Wang Yu Wei, and three independent non-executive Directors, namely Mr. Ting
Leung Huel, Stephen, Ms. Chan Ching Har, Eliza and Mr. Zhan Yuan Jing.

During the year of 2022, two meetings were held by the Strategy and Planning Committee. At the meetings held on 18 March 2022
and 24 August 2022, the Strategy and Planning Committee reviewed and discussed matters on strategy and planning, legal system,
brand protection and other special matters of the Group for annual and semi-annual work plan and reports, respectively.
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COMPLIANCE WITH THE CODE

For the year ended 31 December 2022, the Company had always strictly complied with the code provisions contained in the Code.

During the year of 2022, the Board reviewed the Company’s compliance with the Code and other related rules, formulated and revised
the rules in respect of the corporate governance, and approved the Company’s annual corporate governance report and its
publication on the websites of the Hong Kong Stock Exchange and the Company.

DIRECTORS’ AND SUPERVISORS’ DEALINGS IN SECURITIES

The Company has adopted a Code of Conduct formulated on the basis of the Model Code regarding securities transactions by the
Directors and Supervisors on terms no less exacting than the required standards contained in the Model Code. Having made specific
enquiry to all the Directors and Supervisors, all of them confirmed that they had strictly complied with the required standards set out
in the Model Code and the Code of Conduct of the Company in the year ended 31 December 2022.

INDEPENDENT AUDITOR’S REMUNERATION

PricewaterhouseCoopers and PricewaterhouseCoopers Zhong Tian LLP were the overseas auditor and domestic auditor of the
Company respectively for the year ended 31 December 2022. Other than annual auditing services, they also provided non-audit
services for the Company and the other members of the Group.

The independent auditors’ remuneration in respect of its audit and non-audit services for the year ended 31 December 2022 is set out
as follows:

Serviced rendered to the Group

REREFREHARE

Audit services #Z £t AR5
Non-audit services™® JEAZ Ef Al 7% (%)

Total #85t

Note: Non-audit services mainly include tax consultancy services.



R R 109 b5 A e A BB R IR AR A

Corporate Governance Report (Continued)

1 3£ B R el (48)

LAY A SR RSP I
BE-Z-—F+-A=+ALFE FARFA-ERBETEEERTAUZ TR -

R-Z-Z—FE EFgREBELEEATANRERIARAETEEE AT REMBBRINBER : &l
EMEFT TABOERERRTE  HEARARRAFEECEEAMS U RABERBYRIMAMAR BB E o

ERMAERNERRZS

ARRIERBEFREFETNESFR S R T —EREFETRMBIEAIRTTA - ARRRERMANT
AFFEERTERNEETRINRE - KUH2RESNESHLFRERNR  REEINEBE_T-_—_F1+—
A=+ RLFEMEEBRETREST R R AR BERTTRINRE

3 37 A% B i B <

BEROKEBEEN S R EE BT REAMEBHA(FREBAR) DR RARRBE—_T_—_F1+_A
=+~ B L FEZRIMZBED MR AL EED - BREREZERIN - ETARRRMAEEAE MR RRHIFZH
AR -

<

BE_ T —F+ A=t B LFEZBURBMZBIEZBMEEHIIWT

Amount £ %8
RMB’000 A R¥ T T

6,159
480

6,639

MOT ERBIRBEIERREEARBE -



TONG REN TANG TECHNOLOGIES CO. LTD. 110 ANNUAL REPORT 2022

Corporate Governance Report (Continued)
1 B 6l ()

JOINT COMPANY SECRETARIES

Ms. Jia Ze Tao and Ms. So Shuk Yi, Betty were appointed as the Company'’s joint company secretaries. Ms. So Shuk Yi, Betty serves as the
vice president of SWCS Corporate Service Group (Hong Kong) Limited (an external company which provides related service for the
Company). The main contact person for the Company is Ms. Jia Ze Tao. The biographical details of Ms. Jia Ze Tao are set out in
Directors, Supervisors and Senior Management on pages 116 to 123 of this report.

During the Reporting Period, Ms. Jia Ze Tao and Ms. So Shuk Vi, Betty attended no less than 15 hours of related professional training to
meet the requirement of the Rule 3.29 of the Listing Rules. Meanwhile, Ms. Jia Ze Tao and Ms. So Shuk Yi, Betty were also actively
learning and updating the related professional knowledges of the Listing Rules and corporate governance, to constantly improve the
special skills being the company secretary.

The Company has applied to the Hong Kong Stock Exchange for, and the Hong Kong Stock Exchange has granted a waiver from strict
compliance with the requirements under Rule 3.28 and Rule 8.17 of the Listing Rules in relation to the qualifications of one of our joint
company secretaries, Ms. Jia Ze Tao. Ms. Jia Ze Tao will be assisted by Ms. So Shuk Yi, Betty during the period of three years
commencing from 1 November 2021.

SHAREHOLDERS COMMUNICATION POLICY AND INVESTOR
RELATIONS

The Group is committed to enhancing long-term shareholder value through regular communication with its shareholders, both
individual and institutional. To this end, the Group strives to ensure that all shareholders have ready and timely access to all publicly
available information of the Group. The Shareholders Communication Policy sets out the framework the Company has put in place to
promote effective communication with shareholders so as to enable them to engage actively with the Company and exercise their
rights as shareholders in an informed manner.

The Company attaches great importance to the communication with the shareholders and investors. The Company uses a number of
channels to account for the performance and operations of the Company to shareholders, particularly our periodical reports such as
annual and interim reports. In addition to delivering circulars, announcements and financial reports to our shareholders, the Company
also publishes its corporate information on its website (http://www.tongrentangkj.com) by electronic means. The general meeting
provides a good opportunity for the communication between the Board and Company’s shareholders. The Company regards the
general meeting as an important event and all Directors, Supervisors, senior management and the Chairmen of the Audit Committee,
the Remuneration Committee and the Nomination Committee should make efforts to attend and answer questions raised by the
shareholders. The Company made great efforts to hold conferences and/or conference calls, as well as to arrange field trips for
investors.

The Company encourages the shareholders to involve in the Company'’s affairs and to discuss the business and prospects of the
Company directly at the AGMs or extraordinary general meetings.

The Company's financial reports shall be made available for shareholders’ inspection at the Company not later than 21 days before the
date of each annual general meeting. Each shareholder shall be entitled to an access of a copy of the financial reports. To convene an
annual general meeting, the Company shall notify the shareholders of the time, venue and matters to be considered twenty-one (21)
days prior to the meeting; and the Company shall notify the shareholders fifteen (15) days prior to an extraordinary general meeting.

Therefore, the Board considers that the Company’s shareholder communication policy is still valid.
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SHAREHOLDER’S RIGHTS

The Board and senior management recognise that they represent the interests of all shareholders and that they need to enhance the
value of the Company in full force. The major rights enjoyed by shareholders and how to enforce them are highlighted in the chapters
of “Shareholders’ Rights and Obligations” and “Shareholders’ General Meetings” of the Articles of Association.

Pursuant to the Articles of Association, two or more shareholders together holding 10% or more of voting shares at extraordinary
general meeting can sign and submit one or more written requests in the same format and content to the Board to request the
convening of an extraordinary general meeting, with the issues to be discussed clearly stated. The Board shall convene an
extraordinary general meeting as soon as possible upon receiving such written request(s). If the Board fails to issue a convening notice
within 30 days after the receipt of such written request(s), the shareholders making the request may convene an extraordinary general
meeting on their own within four months after the Board's receipt of such request(s). The procedure for convening the meeting shall
be consistent with that for convening shareholder meetings by the Board to the greatest extent possible.

At the general meeting convened by the Company, shareholders holding, individually or in aggregate, 3% or more of the total voting
shares shall have the right to make new proposals to the Company in writing. The Company shall incorporate the issues raised in the
proposal that fall within the terms of reference of the general meeting into the meeting agenda.

Enquiries may be made to the Board either by contacting the Company Secretary through office and mailing address (No. 20
Nansanhuan Zhonglu, Fengtai District, Beijing, the PRC) or by directly raising questions at the AGMs or extraordinary general meetings.
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Dividend Distribution Policy

The Company has formulated a dividend distribution policy, which aims at providing sustainable and stable dividends to the
Shareholders, and sets out the principles and guidelines for the Board in determining dividends.

The Company may distribute semiannual or annual dividends to shareholders in such form as the Board deemed appropriate (e.g, cash
or stocks), and shall maintain the continuity and stability of the dividend distribution policy. At the same time, the following factors of
the Company should be taken into account:

Q

) operations and profits;

b)  actual and expected financial position;

Q) cash flow;

d)  capital expenditure;

e) future development needs;

f) any other conditions or factors that the Board may consider relevant.

ARTICLES OF ASSOCIATION

During the Reporting Period, the Board in accordance with relevant requirements and the actual situation of the Company, and in
order to further improve the level of corporate governance, amended the Articles of Association. The related amendments were
reviewed and approved at the shareholders’ general meetings of the Company held on 16 June 2022. For details, please refer to the
announcements dated 20 May 2022 and 16 June 2022, the circulars dated 23 May 2022 and the Articles of Association of the Company
dated 16 June 2022 published by the Company on the websites of the Hong Kong Stock Exchange and the Company.

SUBSEQUENT EVENT

Save as disclosed in this report, no material events have occurred that would have a material impact on business operations of the
Group during the Reporting Period and up to the date of this report.
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EXECUTIVE DIRECTORS

Mr. Gu Hai Ou, aged 57, is a licensed pharmacist and a researcher with a master's degree in medical science. He was formerly the
director of the Company, the vice general manager, the chief engineer, the chairman and director of the Board of Tong Ren Tang Ltd..
Mr. Gu Hai Ou is currently the vice general manager and member of Standing Committee of Party Committee of Tong Ren Tang
Holdings, and the vice president of the China Association of Traditional Chinese Medicine. Mr. Gu was appointed as a Director at the
2018 AGM of the Company.

Mr. Wang Yu Wei, aged 56, is a senior engineer with a postgraduate qualification. He formerly served as the deputy officer of the new
technology development center and the deputy factory manager of Factory 2 of Beijing Tong Ren Tang Pharma, the assistant to the
general manager and the deputy general manager of the Company. He is currently the general manager of the Company, the director
of Tong Ren Tang Technologies Tangshan, Tong Ren Tang Tangshan Healthcare and Chinese Medicine Group. He is also a member of
the 14th, 15th and 16th NPC of Fengtai District, Beijing. Mr. Wang was appointed as a Director at the 2008 AGM of the Company.

Ms. Feng Zhi Mei, aged 52, holds a postgraduate degree and is a senior accountant. She served as the deputy director and the
director of the finance department, the deputy chief accountant, a director, and the chief accountant at Tong Ren Tang Ltd., and the
deputy general manager of Beijing Tong Ren Tang Medical Caring Industry Investment Group Co., Ltd.. She currently serves as the
deputy general manager of the Company, the director of Tong Ren Tang Yanbian, Tong Ren Tang Hebei, Tong Ren Tang Hebei
Industry, Tong Ren Tang Technologies Tangshan and Tong Ren Tang Liaoning. Ms. Feng was appointed as a Director at the
extraordinary general meeting ("EGM") of the Company held on 16 December 2021.

NON-EXECUTIVE DIRECTORS

Mr. Jin Tao, aged 54, holds a postgraduate degree. Mr. Jin successively served as the deputy director of the Administrative Office of
the General Office of the People’s Government of Beijing Municipality, the chief of the Confidentiality Department and the chief of the
Conference Department. Mr. Jin currently serves as the general manager assistant of Tong Ren Tang Holdings. Mr. Jin was appointed
as a Director at the 2019 AGM of the Company.

Ms. Feng Li, aged 47, bachelor degree, certified public accountant in China (nonpracticing). Ms. Feng used to work as a senior audit
manager at PricewaterhouseCoopers Zhongtian LLP, formerly served as the manager of the Internal Audit and Legal Department, the
assistant to the general manager and the manager of the Economic Operation Department of the Company’s subsidiary, Tong Ren
Tang Chinese Medicine, currently serves as the deputy general manager and the secretary to the board of directors of Tong Ren Tang
Ltd., and the director of Tong Ren Tang Chinese Medicine (Ms. Feng changed from an executive director to a non-executive director of
Tong Ren Tang Chinese Medicine on 13 March 2023), the Chairman of the Board of the Beijing Tong Ren Tang Natural Medicine Co.
Ltd.. Ms. Feng was appointed as a Director at the EGM of the Company held on 22 December 2022.

Ms. Guo Ya Qing, aged 44, holds a bachelor degree and is an auditor. She served as the deputy director, the deputy director (in
charge) of the audit department and deputy director of the inspection office of the Party Committee (audit office) at Tong Ren Tang
Holdings, she also served as the chief supervisor of Beijing Tong Ren Tang Health Medicine Co. Ltd.. She currently acts as a member of
the commission for discipline inspection, the member of the labor union fund review committee of Tong Ren Tang Holdings, the
deputy secretary of general Party branch and chairman of labor union of Beijing Tong Ren Tang Pharmaceutical Co. Ltd., the supervisor
of Beijing Tong Ren Tang Biological Product Development Co., Ltd. Ms. Guo was appointed as a Director at the EGM of the Company
held on 16 December 2021 and resigned on 16 February 2023.

Ms. Wang Chun Rui, aged 40, bachelor of science, professional pharmacist, and pharmacist in charge. Ms. Wang used to work as the
head of the Quality Assurance Department of Tong Ren Tang Ltd.. She currently serves as the deputy director of Science and
Technology Quality Department of Tong Ren Tang Holdings. Ms. Wang was appointed as a Director at the EGM of the Company held
on 16 February 2023.



B ey 117 Jb G R A 2 B B B8 R IR 4 A R 4%

Directors, Supervisors and Senior Management (Continued)

#wHE - ERAEAEHAR (H)

PITES

BBBEL  S75x BRERLT  AXREM ARS8 - BEEARRES  REERMDGKLE  ATRA &
ER EFX-RAIKEARRAKE REZFEZ  PEPEHREIER - BAER T \FERRBEFK
SLrEZERES -

FRBRE  Somk - ARAZE  SRLREM - BEUARBCERE _BIRMAZEHLOE L - 8K
RATHEKLIEEIE - IAKIE - RERARAALE  RCENEEL  ACEERLIRRELEEEEES -
BARIERTEEREFETOE - +AERTREAARRK - ERERARR _TT/\FERRBFAS LE
REREF -

BESLZL 525 MRERE  SRGFE - BERCZEROIBIE DR - K - BIESFE - BF -
et ERACEEEEXRESEARAASALE - REARFRELE  AEELE REER
i REEALESR  RCEMRBELRRCERRZEE - BRINARR T -_—F+ At BETZ
BRENAE ((RRENAE]) LEZERES -

FMATESF

ERRE 45 PRAESRE - EELRTARBAHLABTERAZREEE RERTRER  SHKEE
K -RAESBERQAAKEYE - @AERARAZE-NFERRBFAG L BEZERES -

BRIZL - 4755 AREE - PEEMEE GFAR) - BEEEKETREHMFIHARAENEE - F

CERBEANREBHIE  AKEMERCEETINE BERCERD ZARKLERESTSNE  FC
EREZEF(R T _=ZF-AT=-PHRCEREZRTEFTEERIFNTES) - LRACERAREY

BERAFEER - BREIRARAB - E-_—F+ A+ - HRTZERREIASGLRERES -

WHBML L - 4457 - ARBE - F5HED - BEEEQRFAHEINE  BIME(EHIE)  BZLERLE
(BFPMAE)EIETE ERFACERREXROHBRAFNESR -REEELRFRLEZEE  IT8KERTSEX
BEZE  IRACERNEFRARNELTREL  IT8XF  IRACEEYRRFAEBERAFTES - 56
HERARB —E - —F+ - AT RNARTZRREIAG LEZEREFUN T =F — A +AEE-

IERLLT 405 HEELT  BEEM  TEEM RTERCERODAERIELIE - REKBERFRHR
BEMEIENE EXEIRARR _ZT-_=F A+ NBETZRREIAG L BZERESE -



TONG REN TANG TECHNOLOGIES CO. LTD. 118 ANNUAL REPORT 2022

Directors, Supervisors and Senior Management (Continued)

HHE - ERAEAEHAR (H)

INDEPENDENT NON-EXECUTIVE DIRECTORS

Mr. Ting Leung Huel, Stephen, aged 69, MH, FCCA, FCPA (Practising), ACA, CTA (HK), FHKIoD. He is a non-executive director of Chow
Sang Sang Holdings International Limited and an independent non-executive director of other six listed companies namely Tongda
Group Holdings Limited, New Silkroad Culturaltainment Limited, Computer and Technologies Holdings Limited, Texhong International
Group Limited, Dongyue Group Limited and China SCE Group Holdings Limited, respectively. Mr. Ting is an accountant in public
practice and a partner of Messrs. Ting Ho Kwan & Chan, Certified Public Accountants (Practising). Mr. Ting has been appointed as an
independent non-executive Director since 11 October 2000.

Dr. Chan Ching Har, Eliza, aged 66, GBS, JP, LL.D. (Hon), holds the qualifications of Barrister & Solicitor of British Columbia Supreme
Court, Canada, Solicitor of the Supreme Court of England and Wales and Solicitor of the High Court of Hong Kong. Dr. Chan is a
member of the Executive Council of Hong Kong. She is also a member of the National Committee of the Chinese People’s Political
Consultative Conference (“CPPCC"), a standing member of the CPPCC Tianjin Committee, Foreign Economic Affairs Legal Counsel to
the Tianjin Municipal People’s Government, an arbitrator of China International Economic and Trade and Arbitration Commission
(CIETAC) and a China-appointed Attesting Officer.

Dr. Chan previously served as a member of the Selection Committee for the selection of the First Chief Executive of Hong Kong SAR,
and a member of the Election Committee for the selections of the Chief Executive of Hong Kong SAR and the Hong Kong SAR
delegates to the National People’s Congress. She was Chairman of Hong Kong CPPCC (Provincial) Members Association and now
serves as Permanent Honorary Chairman. Dr. Chan also held a number of Hong Kong Government appointed positions, notably as a
member of the Hong Kong Hospital Authority, member of Hong Kong Public Service Commission, member of the Hong Kong Board
of Education, member of Hong Kong Examinations and Assessment Authority, Chairman of Public Complaints Committee under Hong
Kong Hospital Authority, Chairman of Kowloon Hospital, Chairman of Hong Kong Eye Hospital, Chairman of Tseung Kwan O Hospital,
member of the Governing Committee of Queen Elizabeth Hospital, member of the Medical Council of Hong Kong, Chairman of
Pensions Appeal Panel, member of Administration Appeals Board, adjudicator of Hong Kong Immigration Tribunal, member of
Disciplinary Panel of Institute of Accountants, Council member of The University of Science & Technology and Board member of Hong
Kong Science and Technology Park Corporation.

Dr. Chan is a senior consultant of Chan & Jamison LLP and senior advisor of Deloitte Touche Tohmatsu. She is also an independent
non-executive director of Bank of Communications (Hong Kong) Limited, China Taiping Life Insurance Co. Ltd., China Taiping Insurance
(HK) Company Limited and Lansen Pharmaceutical Holdings Limited (Stock Code: 503.HK). Dr. Chan was appointed as a Director at the
2017 AGM of the Company.

Mr. Zhan Yuan Jing, aged 79, is a senior engineer. Mr. Zhan previously served as the chairman, general manager, deputy Party
Committee of Tianjin Zhongxin Pharmaceutical Group Co,, Ltd, vice president of China Association of Traditional Chinese Medicine,
vice president of Tianjin Medical Association, vice president of Tianjin Association of Traditional Chinese Medicine; and a visiting
professor of Tianjin University. From June 2009 to May 2015, Mr. Zhan served as an independent director of Tong Ren Tang Ltd.. Mr.
Zhan was appointed as a Director at the 2017 AGM of the Company.



B ey 119 Jb G R A 2 B B B8 R IR 4 A R 4%

Directors, Supervisors and Senior Management (Continued)

#wHE - ERAEAEHAR (H)

LRVAE R

TRIES L  695% © MH, FCCA, FCPA (Practising) * ACA, CTA (HK) » FHKIoD  IR{EEA 4 EBEER AR A a2 JEH
TEE  URHMABELTARZEIIFNTES  DRlRBEEERERERAR - FHERARAF
M ERREEERAR ROBEBEEEERAT  RESEERAFARTEREEERERAF « T EERH
e b BATHERSHAMITABA KA STEFE+A+—HEZTABIIIENITES -

REEEL 6o TEFEE  KFP@EL  RBZEEBL HSAENEXREBIRIELTSF A AREE N
BER « REREB LS E AR RMARBTER T A RRMER - RIBLEFBTREENE - TEFEA
RECAWHEZREEZEEZE  RETARBAHBERTHEZE KEMARBFHINMEBEZHEERE
A PEERLCEESTHZESMERE - PEADENZARZA

RELTZEEFBFITHERES - ERFEEZESERE  FEFNTHRRTREREEEZEGZEREEA
RRRXAEBABFINTRRAKERSENE - wEETERECRBZERES IR BAXSTKERE
IR ZER wEEEESRERAZENSEAQE T2 BABREERES AAAKERMAZ
BEEZB TEYFZEeNE  BAEEZHNZRES BERARKKZESIRE BENEBRIE
EERMERLE BESERERIE FIPABRELIZESKE BTEBHBKLZEELRE Rt
HEBELXFE BRTHLHFZESZRE BEAREHEHEENE BFESHMASLRZESEZE
FEMBRARRE - BAMXERRES -

RELREHEROEHASCBARMEE BERTSHETSEEAM - wABRT(FB)BRAA
FEAFREEEAREETAR  PEATFRR(EE) BRAR ML BEZERAR AR (B : 503.
HK) B JEITESE - RIETRA R _ZE—+tFERRBFEAGE L BZERES -

BEBRAE 795 0 LM ITREM ZERXEPHEXKERNBERARESRK  #AKE  BREIEC +
Beifipeaerk XEMBEHBGIER RETTHEEHRSRER  XRERBFEHE - _TTAEX
AZ-ZT—RF0A BERCERNBIES - EEERARA _T—tFERRBFAS LEZEIRE
$ o



TONG REN TANG TECHNOLOGIES CO. LTD. 120 ANNUAL REPORT 2022

Directors, Supervisors and Senior Management (Continued)

HHE - ERAEAEHAR (H)

SUPERVISORS

Ms. Su Li, aged 42, chief supervisor, is an accountant with a bachelor's degree. Ms. Su previously served as the finance supervisor and
the deputy head of financial management department of Tong Ren Tang Holdings. Ms. Su currently serves as the supervisor of Beijing
Tong Ren Tang Pharmaceutical Co,, Ltd.. Ms. Su was appointed as a Supervisor at the 2017 AGM of the Company.

Mr. Wu Yi Gang, aged 64, holding a bachelor degree of law, was admitted as a solicitor in 1984 and started practice in the same year.
Mr. Wu founded Wu Luan Zhao Yan Law Firm in Beijing in 1994 and has been the managing partner of the firm since then. He served
as one of the arbitrators of the first session of the Beijing Arbitration Commission in 1995. He currently serves as the deputy director of
Dedicated Working Committee for Reexamination of Disciplinary Actions Against Members of Beijing Lawyers Association, and
member of the First Council of Beijing Club of Non-Party Senior Intellectuals. He was appointed as a Supervisor at the extraordinary
general meeting of the Company on 22 October 2003.

Mr. Li Yuan Hong, aged 59, has a bachelor's degree. Mr. Li previously served as a staff member of the manufacturing department of
Tong Ren Tang Holdings, a deputy business supervisor of medicinal materials department of the Company, a business supervisor of
purchasing department, a deputy director of purchasing business department and a business director of medicinal material
department of the raw material branch. Mr. Li currently serves as the vice chairman of labour union and director of administration
department, the supervisor of Tong Ren Tang Tangshan Healthcare, Tong Ren Tang Second Traditional Chinese Medicine Hospital,
Nansanhuan Zhonglu Drugstore and Tong Ren Tang Xingtang.

SENIOR MANAGEMENT

Mr. Yang De Chun, aged 60, is a Pharmacist-incharge with a postgraduate qualification. He formerly served as the assistant to the
factory manager and the deputy factory manager of Beijing Tong Ren Tang Pharma, the deputy factory manager in charge of
production and the deputy manager of southern branch factory, the deputy factory manager, the factory manager and the secretary
to the Party Committee of northern branch factory of Tong Ren Tang Ltd, the deputy secretary to the Party Committee, the secretary
to the Disciplinary Inspection Committee, the chairman of the labour committee and the deputy general manager of the Company.
Mr. Yang De Chun has retired from February 2023.

Mr. Guan Jun Wei, aged 46, is a senior engineer with a PhD degree. He formerly served as the general manager of the Harbin Pharm.
Group Sanjing Yingmei Pharmaceutical Co., Ltd,, the general manager of the Harbin Pharm. Group Sanjing Mingshui Health Products
Trade Co, Ltd, the secretary of the Party Committee, the chairman of the board and the general manager of the Harbin Pharmaceutical
Group Bio-Vaccine Co.,, Ltd., the director of the President’s Office of the Sunflower Pharmaceutical Group Co., Ltd.,, the executive
director, the general manager of the Liaoning Ebang Pharmaceutical Co., Ltd., and the general manager of the Harbin Zhenbao
Pharmaceutical Co,, Ltd. He was appointed as the executive deputy general manager of the Company since January 2023.

Mr. Zhang Feng, aged 58, with a university qualification, formerly served as the secretary to the Party Committee and the manager of
a logistics distribution center of the Company, the deputy general manager of the operation branch of the Company, the general
manager of the marketing branch of the Company and the assistant to the general manager of the Company. He currently serves as
the deputy general manager of the Company.

Ms. Wang Yue, aged 54, is a senior engineer with a university qualification. She formerly served as the head of the product quality
department of the Company, the secretary to the Party Committee and the factory manager of Liujiayao branch factory of the
Company and the assistant to the general manager of the Company. She currently serves as the deputy general manager of the
Company.
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SENTOR MANAGEMENT (continuen)

Mr. Dong Ling Yun, aged 49, is an engineer with a university qualification. He formerly served as the secretary to the Party Committee
and the factory manager of Yi Zhuang branch factory of the Company and the assistant to the general manager of the Company. He
currently serves as the deputy general manager of the Company.

Mr. Han Guan Zhao, aged 43, is a corporate legal adviser with a postgraduate qualification. He formerly served as the office senior
legal affairs manager and manager of the legal affairs department of COFCO Feed Co. Ltd. He currently serves as deputy general
manager, general legal counsel and head of the legal compliance department (brand risk control department) of the Company.

Mr. Zhao Shu Wu, aged 40, is an engineer with a postgraduate qualification. He formerly served as the head of the planning and
technical renovation department and head of the basic work management department of the Company. He currently serves as the
deputy general manager of the Company and head of strategic planning department of the Company.

Ms. Jia Ze Tao, aged 46, is an assistant interpreter with a university qualification. She formerly served as the securities affairs
representative, the Secretary of the Board, deputy general manager, Board director of the Tong Ren Tang Ltd,, the assistant general
manager and head of securities department of the Tong Ren Tang Holdings. She currently serves as the deputy general manager, joint
company secretary and secretary of the Board.
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INDEPENDENT AUDITOR’S REPORT

TO THE SHAREHOLDERS OF

TONG REN TANG TECHNOLOGIES CO. LTD.

(incorporated in the People’s Republic of China with limited liability)

OPINION

What we have audited

The consolidated financial statements of Tong Ren Tang Technologies Co. Ltd. (the “Company”) and its subsidiaries (the “Group”),
which are set out on pages 134 to 252, comprise:

the consolidated balance sheet as at 31 December 2022;

the consolidated income statement for the year then ended;

the consolidated statement of comprehensive income for the year then ended;
the consolidated statement of changes in equity for the year then ended;

the consolidated statement of cash flows for the year then ended; and

the notes to the consolidated financial statements, which include significant accounting policies and other explanatory
information.

Our opinion

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 2022, and of its consolidated financial performance and its consolidated cash flows for the year then ended in
accordance with International Financial Reporting Standards (“IFRSs”) and have been properly prepared in compliance with the
disclosure requirements of the Hong Kong Companies Ordinance.

BASIS FOR OPINION

We conducted our audit in accordance with International Standards on Auditing (“ISAs"). 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 believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.

Independence

We are independent of the Group in accordance with the International Code of Ethics for Professional Accountants (including
International Independence Standards) issued by the International Ethics Standards Board for Accountants (“IESBA Code”), and we
have fulfilled our other ethical responsibilities in accordance with the IESBA Code.

PricewaterhouseCoopers, 22/F Prince’s Building, Central, Hong Kong
T: +852 2289 8888, F: +852 2810 9888, www.pwchk.com
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TONG REN TANG TECHNOLOGIES CO. LTD. (Continued)
(incorporated in the People’s Republic of China with limited liability)

KEY AUDIT MATTERS

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

Key audit matter identified in our audit is related to realisability of inventories:

Key Audit Matter How our audit addressed the Key Audit Matter

Realisability of Inventories

Refer to Note 2.13 “Summary of Significant =~ We obtained evidence over the appropriateness of management’s assumptions
Accounting Policies — Inventories”, Note 4  in determining the net realisable value of inventories by performing the
“Critical Accounting Estimates and Judgments”  following procedures:

and Note 14 “Inventories” to the consolidated
financial statements.

At 31 December 2022, the gross balances of
inventories were RMB3,389,026,000, against
which provision of RMB149,817,000 were set
aside. Inventories are stated at the lower of cost
and net realisable value, and the latter is the
estimated selling price in the ordinary course of
business less estimated costs to completion and
those necessary to make the sale.

We focused on this area given the significance
of inventories at 31 December 2022 and that
management applies significant judgments in
determining the appropriate level of provisions
for inventories based on inspections and
analyses of degree of obsolescence on various
categories and types of inventories, pricing
plans for different products, etc.

understood the Group's controls over analysing slow-moving indicators
of raw materials and finished goods, such as turnover ratios and aging
structures on monthly basis, as well as compared sales budget against
production plan;

understood the inventory controls being operated across the Group,
including inspection of raw materials and products by quality control
officers, as well as notification for products near expires;

attended physical observations at production premises and warehouses
to identify any obsolescence and damages of the Group's inventories;

assessed the appropriateness and consistency of management’s
judgments and assumptions applied in estimating the net realisable
values; and

compared the net realisable values, to the carrying cost of inventories to
check for adequacy and calculation of provisions.

Based on the above, we found that the assumptions and judgments applied by
management on their assessment of the realisability of inventories were
supported by the evidence we obtained.
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INDEPENDENT AUDITOR’S REPORT

TO THE SHAREHOLDERS OF

TONG REN TANG TECHNOLOGIES CO. LTD. (Continued)
(incorporated in the People’s Republic of China with limited liability)

OTHER INFORMATION

The directors of the Company are responsible for the other information. The other information comprises all of 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.

RESPONSIBILITIES OF DIRECTORS AND THE AUDIT COMMITTEE
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 IFRSs and the disclosure requirements of the Hong Kong Companies Ordinance, and for such internal control as
the directors determine is necessary to enable the preparation of consolidated financial statements that are free from material
misstatement, whether due to fraud or error.

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

directors either intend to liquidate the Group or to cease operations, or have no realistic alternative but to do so.

The Audit Committee is responsible for overseeing the Group's financial reporting process.

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

Our objectives are to obtain reasonable assurance about whether the consolidated financial statements as a whole are free from
material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes our opinion. We report our opinion
solely to you, as a body, and for no other purpose. We do not assume responsibility towards or accept liability to any other person for
the contents of this report. Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in
accordance with ISAs 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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TO THE SHAREHOLDERS OF

TONG REN TANG TECHNOLOGIES CO. LTD. (Continued)
(incorporated in the People’s Republic of China with limited liability)

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

As part of an audit in accordance with ISAs, we exercise professional judgment and maintain professional scepticism throughout the
audit. We also:

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

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

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

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

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

. Obtain sufficient appropriate audit evidence regarding the financial information of the entities or business activities within the
Group to express an opinion on the consolidated financial statements. We are responsible for the direction, supervision and
performance of the group audit. We remain solely responsible for our audit opinion.

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

TO THE SHAREHOLDERS OF

TONG REN TANG TECHNOLOGIES CO. LTD. (Continued)
(incorporated in the People’s Republic of China with limited liability)

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

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 LEONG Kin Bong.

PricewaterhouseCoopers
Certified Public Accountants

Hong Kong, 22 March 2023
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& EAMEE

Asat31 December2022 R-ZFE_-—F+_-HA=+—H

As at 31 December
Rt+t=—BA=+—8H

2022 2021
RMB’000 RMB'000
ARBT T ARETT

Assets &
Non-current assets 3ER B & E
Property, plant and equipment 55 & M2 EEY) - R E K& 6 2,591,032 2,614,731
Right-of-use assets 1 FAAE & & 7(a) 615,033 643,054
Intangible assets & &= 8 62,899 62,943
Investments accounted for using the equity method 2255 A BRI E 10 34,191 33,901
Financial assets at fair value through other comprehensive income
NARBEAEEHESH AR MEGEARENSRHEE 12(a) 8,591 4,466
Prepayments for purchase of non-current assets 3£ 7t 2) & & T+ 5k 39,858 37,987
Deferred income tax assets IEIEFTIS T E & 15 60,983 66,494
3,412,587 3,463,576
Current assets B & &
Inventories 77 & 14 3,239,209 2,847,116
Trade and bills receivables f& U BR 3 & & 13 1,497,249 1,193,165
Other financial assets at amortised cost LA SRR ANGTEM E S BV E B 36,252 27,031
Prepayments and other current assets JB15 % &2 E (7R B & 2= 153,223 202,226
Financial assets at fair value through profit or loss
NARBESTEEEEHSAEENEREE 429 -
Financial assets at fair value through other comprehensive income
AR EBEAEEHES AL MGEARENERHEE 12(b) 98,148 111,553
Term deposits placed with banks #2717 & HiTE 3¢ 33(b) 326,003 503,040
Cash and cash equivalents IR & K& I8 & EEY) 33(b) 3,721,668 3,246,159
9,072,181 8,130,290
Total assets & E &5t 12,484,768 11,593,866

Equity and liabilities #E 5 K & &

Equity attributable to owners of the Company 58 BR A QA T fiE &

Share capital B&Z< 16 1,280,784 1,280,784
Reserves fi& & 17 5,201,967 4,698,695
6,482,751 5,979,479

Non-controlling interests JF 12 Hl 4 fE #% 9 2,534,187 2,178,923

Total equity FEZE &5 9,016,938 8,158,402
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o PR & B A R ()

Asat31 December2022 R-ZFE-—F+_-HA=+—H

As at 31 December
®t=A=+-8

2022 2021
RMB’000 RMB'000
ARBT T AREBTT

Liabilities & &

Non-current liabilities 3E R B & &

Borrowings f& X 19 1,221,797 732,153
Lease liabilities FA & & f& 7(b) 74,644 87,068
Deferred income tax liabilities IEZE FT{5 7 & (& 15 7,212 6,767
Deferred income — government grants EXE4R A — BT B) 18 112,534 151,346

1,416,187 977,334

Current liabilities RE) & &

Trade and bills payables F& 1< BE ¢ & Z 3 20 823,233 893,714
Salary and welfare payables &1 T & K& 1@ 5| & 22 58,641 55433
Contract liabilities & [ & {& 23 219,315 223,128
Current income tax liabilities & EiFT 15 Fi B & 154,708 43,889
Other payables E Ath &< 3¢ 21 497,278 417,465
Borrowings f& 5K 19 250,496 760,692
Lease liabilities HE B & 7(b) 47,972 63,809
2,051,643 2,458,130

Total liabilities 2 &4 5t 3,467,830 3,435,464
Total equity and liabilities #35 & & E#& 5+ 12,484,768 11,593,866

The notes on pages 142 to 252 are an integral part of these financial 55142 & 252 B MM T AS GBI G RF A BEE LD -
statements.

The financial statements on pages 134 to 252 were approved by the F 134 E 252 BN ERRCHESERN T =
Board of Directors on 22 March 2023 and were signed on its behalf. FZA-+_HtE  URREFSHE -

Gu Hai Ou FE/5 &8 Feng Zhi Mei 5 &1
Chairman EF & Director B
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Consolidated Income Statement
& FF FE %

For the year ended 31 December 2022 #HZE=ZF=Z=—F+=-HA=+—HI-FE

2022 2021

Note RMB’000 RMB'000
FfE AR®T T ARETT

Revenue YA 23 5,991,841 5,400,487
Cost of sales 8 & A AN 25 (3,400,015) (3,109,192)
Gross profit £l 2,591,826 2,291,295

Distribution expenses $H & & Fi 25 (907,569) (738,765)
Administrative expenses & 12 & 25 (483,287) (477,788)
Reversal of impairment losses on financial assets < &l & 22 &l (B 82 [0 25 12,807 4,620
Other (losses)/income and gains, net H4t (%) WS L FIE » F58 (658) 149
Operating profit & 2 F ;8 1,213,119 1,079,511

Finance income B 7 i &5 24 51,861 29,273
Finance costs 81 7% % A 24 (53,798) (61,796)
Finance costs, net B 7% & A - ¥ 58 24 (1,937) (32,523)

Share of gains/(losses) of investments accounted for using the equity method

FHEREREARNREN K (BB)HE 10 811 (1,931)
Profit before income tax B 718 %% A1 5 8 1,211,993 1,045,057
Income tax expense FT{S 74 & F 27 (210,373) (178,213)
Profit for the year £ E 58 1,001,620 866,344

Profit attributable to: FESEE R :

Owners of the Company AR &IFT A & 582,888 507,249
Non-controlling interests FE45 ) 14 4 2% 418,732 359,595
1,001,620 866,844

Earnings per share for profit attributable
to owners of the Company during the year
FANERUEZFEREQXAMEE
— Basic and diluted B8 R #5E B R Y5 28 RMBO.46 RMB0.40

The notes on pages 142 to 252 are an integral part of these consolidated 55 142 & 252 BT AA M SRR B -
financial statements.
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Consolidated Statement of Comprehensive Income
O S 5 WA 3R

For the year ended 31 December 2022 #Z =L = —F+=H=+—HILFE

2022 2021

RMB’000 RMB'000
AR®T T ARETT

Profit for the year £ £ FI ;8 1,001,620 866,844

Other comprehensive income/(losses) E 4R & U, (B %)

Items that may be reclassified to profit or loss B 1% A §E 4% & 7 X8 = 18z 19 E B

Foreign currency translation differences 4MNE Hr & = &8
— Group £ 258,716 (80,767)
— Joint ventures and associates & & & i & 1 3 888 (910)

Items that will not be reclassified to profit or loss & T EE# & 7 M 2 1B ar H)1H H
Change in fair value of financial assets
at fair value through other comprehensive income

UARBEFEEREIHFTAHLMEARENEREENEEEZD 12(a) 3,585 (535)

Other comprehensive income/(losses) for the year, net of tax

AEFHMGENE (BX)  NRBE 263,189 (82,212)
Total comprehensive income for the year K F E A 47 & i 1,264,809 784,632
Attributable to: 5Z B A :

Owners of the Company A A RIFTE & 681,083 477,519

Non-controlling interests FE45° ) 14 4 2% 583,726 307,113
Total comprehensive income for the year 7~ & £ @ 4R & I &5 1,264,809 784,632

The notes on pages 142 to 252 are an integral part of these consolidated 55 142 & 252 BT AA H I SRR BEELLD -
financial statements.
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Consolidated Statement of Changes in Equity
T DFHE £ 52 B) %

For the year ended 31 December 2022 #Z =L = —F+ = H=+—HILFE

Non-
Total
Fquity

Statutory ore Financial
surplus C curre assets at
Share Capital “ e Tax

capital esenve fi resnve

RMB

Balance as at T January 2021
RZFZ-5-f-R%E 1,280,784 412245 585530 4545 102043 1,000 (2604) 196851 3150245 5731549 20199 7751505

Comprehensive income 44 %
Profitfor the year £ - - - - - - - - S0TM9 SUM9 39595 866
Change in fair value of financial assets at fai value

through other comprehensive income (‘FVOCK)

AR BETEAEZHH AL DA YEN

SHEENMABERY - - - - - - (204) - - (204 (33 (539)
Foreign currency translation differences SN 478 23

—Group £8 - - - - ) - . Nt i B ()
— Jointventures and associates A4 R & 1% - - - - - (346) - - - (346) (564) (10
Transactions with owners

in their capacity as owners

RREFAEIAREZNGHETHRE

Appropriation to statutory surplus reserve fund

RMETRBLNES - - 39457 - - - - - Bs) - - -
2020 dividends to shareholders of the Company
PERALARE-E-SEERE - - - - - - - S M9 (04925 - m9)

2020 dividends to non-controlling interests
ARHER LA T TERRE - - - - - - - - -

Transactions with non-controlling interests

(126740 (126742

SERHERETNRE - - - - - - S 57 S o9 e
Capital injection from non-controlling interests
FEHMLERE - - - - - - - - - - 615 615

Balance as at 31 December 2021
RoBE--F+-A=1-RHBE 1280784 412245 624987 45455 102,043 (28526) (2808) 132,187 3413112 5979479 217893 8158402
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Consolidated Statement of Changes in Equity (Continued)
B fR s B % (4)

For the year ended 31 December 2022 #Z =L = —F+=H=+—HILFE

Non-

controlling

Attributable to shareholders of the Company interests
FERRARKRR FEH

B&

Statutory  Statutory Foreign  Financial
surplus public currency  assetsat

Share Capital reserve welfare Tax translation Fvocl Other  Retained
capital reserve fund fund reserve  differences reserve  reserves  earnings
EEREH i3 N SREE AR
kx  EARE  MRE  NEE  AHEE  HEEE  EMRE  HERE A
(Note16)  (Note 17(a)) (Note17(b)) (Note17(b)) (Note17(c)) (Note 17(d)) (Note 17(e))
(W216) (WiE17a) (Wxize) (BEw) (WE170) (WE17d) (B2 170e)
RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000
ARBTR ARMTR ARETR ARWTR ARMTR ARMTr ARMTR ARMTR ARMTR ARBTR ARETR ARWTR

Balance asat 1 January 2022
RZB-ZE-A-ABE 1280784 412245 624,987 45455 102,083 (28,526) (2808) 132,187 3413112 5979479 2178923 8,158,402

Comprehensiveincome 44 %
Profitfor the year £ - - - - - - - - 582888 582888 418732 1,001,620
Change in fair value offinancial assets at FVOCI
AR BETE RS AL RGN
SHEENLABERD - - - - - - 1,364 - - 1,364 221 3,585
Foreign currency translation differences SNE T B £
—Group £ = = - - - 96,493 - - - 96,493 162,223 258,716
— Joint ventures and associates & & B 0 % - - - - - 338 - - - 338 550 888

Transactions with owners
in their capacity as owners
RREFAZIAFEENGNETHRE

Appropriation to statutory surplus reserve fund

RMEEERLNES - - 53 - - - - - (5349) - - -
2021 dividends to shareholders of the Company

MEARARE-E--FERS - - - - - - - - (204925)  (204,925) - (204,925)
2021 dividends to non-controlling interests

PR ER T -FERE = = = = = = = = = - @) @enm)
Transactions with non-controlling interests (Note 9(a))

EEEHESENRS (I 90) - - - - - - -1 - w3 61387
Capital injection from non-controlling interests

SRR A - - - - - - - - - - 8976 8976
Balance as at 31 December 2022

RIEZZF+-A=T-BHE 1,280,784 412245 678479 45,455 102,043 68,305 (1,444) 159,301 3,737,583 6,482,751 2,534,187 9,016,938

The notes on pages 142 to 252 are an integral part of these consolidated 55 142 & 252 BT AA GBI G RFT A BRELZE D -
financial statements.
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Consolidated Statement of Cash Flows
EHBERER

For the year ended 31 December 2022 #HZE=ZF=Z=—F+=-HA=+—HI-FE

2022 2021

Note RMB’000 RMB'000
FfE AR®T T ARETT

Cash flows from operating activities: R FHEENESHE :

Cash generated from operations & & & Byl 2| /935, ¢ 33(a) 870,467 1,285,263
Interest paid Sz 59 FIl & (53,798) (67,876)
Income tax paid < K P15 H% (92,900) (183972)
Net cash generated from operating activities £ & EEN U B M IR & R 2/ F 5 723,769 1,033,415

Cash flows from investing activities: R EFHEENRESTHE :

Purchase of property, plant and equipment 8 B = E M2 EEY) - BB MR & (157,916) (156,407)
Purchase of land use rights i & 1 Hb{# F 4 (6,135) (340)
Purchase of other long-term assets & & E th K HI & &= (8,639) (13,842)
Government grants received relating to property, plant and equipment

W B a5 B [ iR EEY) - S Ko R 4 AE R O IR 47k B - 2,000
Government grants received relating to land use rights

W 3] £ + 3 {5 P A 4B B N R 4R B - 3,422

Proceeds from disposals of property, plant and equipment

and other long-term assets

BREFENEEY BELXENEMRAEEMEIINES 288 63
Increase in term deposits placed with banks

with original maturities exceeding three months

JRER A =18 R A L Z SRITEBFRIE M RS (326,003) (503,040)
Redemption of term deposits placed with banks

with original maturities exceeding three months

JREABR R =18 A £ 2 RITEBEFR D EIMNIR S 503,040 454,395
Investment in an associate %1% N & H)I& & - (12,500)
Dividends received U &I 89 f% B, 108 236
Interest received Y Z &) F| & 38,266 28,650

Net cash used in investing activities 1 & /A B) 2 (M IR & 2 /F 58 43,009 (197,363)
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Consolidated Statement of Cash Flows (Continued)

o Pr B i & ()

For the year ended 31 December 2022 #HZE=ZF - —F+=H=+—HI-FEZE

2022 2021

Note RMB’000 RMB'000
FfE AR®T T ARETT

Cash flows from financing activities: EEEHELNHESRE

Proceeds from borrowings f& 5k FT U I BYIR & 1,650,600 1,430,351

Repayments of borrowings 18 i& f& S AT S HU3R & (1,670,937) (1,470,138)

Principal elements of lease payments A & {1 FAEE I AR & 265 (69,869) (59,643)

Capital injection from non-controlling interests JE¥2 il A %5 & 8,976 615

Dividends paid to shareholders of the Company A 2N 2 &) i% B % 1+ A% B, (204,925) (204,925)

Dividends paid to non-controlling interests [A) FE$22 il 14 7 25 Ezﬁﬁx/u (272,185) (126,742)

Transactions with non-controlling interests B2 342 I 4 253 7T AU 22 (2,494) (44,190)

Proceeds from partial disposal of interests in subsidiaries

BREF RS REMEEIMNIRE 9(a) 61,387 -

Net cash used in financing activities & E ) X MR & R E F5E (499,447) (474,672)
Net increase in cash and cash equivalents 38 & & 38 & S (B ¥, 5 1& 0 267,331 361,380
Cash and cash equivalents at beginning of the year

Re kR EBYHOFVRE 3,246,159 2,947,958
Effects of exchange rate changes on cash and cash equivalents

EXSHHB S LR EZEYVNTE 208,178 (63,179)
Cash and cash equivalents atend of the year R & R B S /YW FRBE 330 3,721,668 3,246,159
The notes on pages 142 to 252 are an integral part of these consolidated 55 142 & 252 BT AA GBI G RFT A BRELZE D -

financial statements.
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Notes to the Consolidated Financial Statements

B 0 5 e 2 B T

For the year ended 31 December 2022 #Z =L = —F+ = H=+—HILFE

1. GENERAL INFORMATION

Tong Ren Tang Technologies Co. Ltd. (the “Company”) was incorporated
as a joint stock limited company in Beijing, the People’s Republic of China
(the “PRC" or “China”) on 22 March 2000. The address of its registered
office is No. 16 Tongji Beilu, Beijing Economic and Technological
Development Zone, Beijing, the PRC.

The Company and its subsidiaries are hereafter collectively referred to as
the “Group”. The Group is principally engaged in the production and
distribution of Chinese medicine and primarily operates in Mainland
China and Hong Kong.

The directors of the Company (the “Directors”) consider China Beijing
Tong Ren Tang Group Co,, Ltd, a limited liability company incorporated
in Beijing, the PRC, as the ultimate holding company.

The Company’s H shares have been listed on the Growth Enterprise
Market (the “GEM") of The Stock Exchange of Hong Kong Limited (the
“Stock Exchange”) since 31 October 2000. On 9 July 2010, the Company
transferred the listing from GEM to the Main Board (the “MB") of the Stock
Exchange.

These financial statements are presented in RMB unless otherwise stated.

These consolidated financial statements have been approved for issue by
the Board of Directors on 22 March 2023.

1. — &R
IRACEREEREOMERARA(TEA
) RR-_ZETZEZTF=F -+ _HEFEA
RAFE ([HE DI RmKILHRHDERAF -
AR B AR B R A R A E RN
FEEREIL 1655 ©

RRABREFRBATGEAAER] - K
SEEEXGATEREMBE  TRESH
AP EAN KRB o

ARPEE(TEE])RA  EHRBEIE RN
FEIERRACE(RE)EREMERT - BEK
ElAR > RXREEMSTEANLES -

ARAE-PERFHAST—AREEHA
RSFARAT (B BIER T o 1=
T-TELANA AR ARBRAAEIRHE
EERET -

RPBHREAAREIIR (BRIERSBHRA) -

AUV BHRRON _E_=F=A -+ _HK
EEeHETE -
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Notes to the Consolidated Financial Statements (Continued)

o OF 9 B e B v (%)

For the year ended 31 December 2022 #Z =L = —F+=H=+—HILFE

2. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES

The principal accounting policies applied in the preparation of these
consolidated financial statements are set out below. These policies have
been consistently applied to all the years presented, unless otherwise
stated.

2.1 Basis of preparation

The consolidated financial statements of Tong Ren Tang Technologies
Co. Ltd. have been prepared in accordance with International Financial
Reporting Standards (“IFRSs”) and the disclosure requirements of the
Hong Kong Companies Ordinance. The consolidated financial statements
have been prepared under the historical cost convention, as modified by
the revaluation of financial assets at FVOCI and financial assets at fair
value through profit or loss (“FVPL").

The preparation of financial statements in conformity with IFRS requires
the use of certain critical accounting estimates. It also requires
management to exercise its judgment in the process of applying the
Group's accounting policies. The areas involving a higher degree of
judgment or complexity, or areas where assumptions and estimates are
significant to the consolidated financial statements are disclosed in Note
4.

2.1.1 Changes in accounting policies and disclosures
2.1.1.1 Adoption of new standards and amendments to standards

The Group has applied the following amendments to standards which
are mandatory for the financial year beginning on 1 January 2022:

2. HEFFBORME

REARS M ERRIFEAN T Z ST HRER
T o BRABBHASN - UL FBRIEFTHIRA AT
BEENEREMR -

2.1 #EHLAE

L RREEREER RN ER D AN G
HKERIREDEHBREEANEB (DA
B M RERTRE - &0 BREEEE S
AR  WEMUA A EEFEARED
SARMGAE NS REERD S BEE
S ARBBEH AR REENBREIFLE
i

RETT A BIRMEHREERNPBERRT ERE
RAETRRE G - ENFREEBERA
AEENSTHRBRETITERLAEG - FRS
ERHE s REEME - SR A TR
RAFLERBRMG VR - EHDE4P R

E‘Eo

21N BT BENBEENES

21.1.1 BERA B FTET2E B R E R 2 15 3T
AEBEMAR —_E-_—F— A — BB
B E AR B SR AR ER BT T -

Amendments to IAS 16

BFR e s RIS 1698 (12250
Amendments to IAS 37

BUPR & 522 RISE 37 5% (1520
Amendments to IFRS 3

[ i Bt 765 e 45 42 B 8E 3 55% (1240
Amendments to IFRSs

B B R 4R B 2 2T

Property, Plant and Equipment: Proceeds before Intended Use
M - BB NRE — BEREAE TS HIR

Onerous Contracts — Cost of Fulfilling a Contract

EiEaR — BITERBKA

Reference to the Conceptual Framework

BoER

Annual Improvements to IFRS Standards 2018-2020
2018-2020 F R IS ¥R 5 R 2 F E e

The adoption of the above amendments to standards did not have any
significant financial impact on these consolidated financial statements.

B IR 2 (SETER S A OF B TS B L 4
EMEANGHE

o
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For the year ended 31 December 2022 #HZE=ZF=Z=—F+=-HA=+—HI-FE

2. SUMMARY OF SIGNIFICANT

ACCOUNTING POLICIES «coxtinuep)

2.1 Basis of preparation (Continued)

2.1.1 Changes in accounting policies and disclosures (Continued)

2.1.1.2 Standards and amendments to standards which are not yet

effective

The following are new/revised standards and amendments to existing
standards that have been published and are relevant and mandatory for
the Group's accounting periods beginning on or after 1 January 2023, but

have not been early adopted by the Group.

2. HEGGTEREE W
2.1 R HE ()

Q1N B BRENEENE S @
21.1.2 [ K EMBYE R R 2E R Z 155T

TOIEEMHE]FEFTER KRB AR 2 &
RIEAEEN _T_=F—-H—Hxkz&MK

VEHIRA AR ET  HEAKRBEAER
IR o

IFRS 17

BB B 5 s 5 A RIS 17 5%

Amendments to IAS 1

BURR & 522281 5% (1520

Amendments to IAS 1 and IFRS Practice Statement 2

et ERISE 1 SR BI R B 1 S E R B RHLAAE 2 5% (1B 20

Amendments to IAS 8
ReetHERIE 85k (182k)
Amendments to IAS 12

BB et 4RI ZE 12 5% (15280
Amendments to IFRS 10 and IAS 28

BRI B 75 ¥R 5 R B 28 10 5% R BIBR & At 2R BIISE 28 5% (12240

Insurance Contracts @

REBAR "

Classification of Liabilities as Current/Non-current

e IERBEENSE

Disclosure of Accounting Policies @

SETBRABE O

Definition of Accounting Estimates

BEHHETHERY

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

HE - SEENEENAGERBRELTERMEHO

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

BREEREBEXSGEEENEEHERIRA

o Effective for the accounting period beginning on or after 1 January 2023

@ Effective date to be determined

These new standards or amendments to existing standards are not
expected to have a material impact on the Group in the current or future

reporting periods and on foreseeable future transactions.

O RTEC=F- AR RARNEETHRER
@ EMEMGE

el ERI M ER 2 ERT R T @ HASREES
A SR RS IR A RS A FE R AR R X HE
HEBAFE -
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Notes to the Consolidated Financial Statements (Continued)

o OF 9 B e B v (%)

For the year ended 31 December 2022 #Z =L = —F+=H=+—HILFE

2. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES coxtinuen)

2.2 Subsidiaries
2.2.1 Consolidation

A subsidiary is an entity (including a structured entity) over which the
Group has control. The Group controls an entity where the Group is
exposed to, or has rights to, variable returns from its involvement with
the entity and has the ability to affect those returns through its power
over the entity.

Subsidiaries are consolidated from the date on which control is
transferred to the Group. They are de-consolidated from the date that
control ceases.

(a) Merger accounting for common control combinations

The consolidated financial statements incorporate the financial
statements of the combining entities or businesses in which the common
control combination occurs as if they had been combined from the date
when the combining entities or businesses first came under the control
of the controlling party.

The net assets of the combining entities or businesses are combined
using the existing book values from the controlling parties’ perspective.
No amount is recognised in consideration for goodwill or excess of
acquirers’ interest in the net fair value of acquiree’s identifiable assets,
liabilities and contingent liabilities over cost at the time of common
control combination, to the extent of the continuation of the controlling
party’s interest.

The consolidated income statements include the results of each of the
combining entities or businesses from the earliest date presented or
since the date when the combining entities or businesses first came
under the control of the controlling party, whichever is shorter.

Transaction costs, including professional fees, registration fees, costs of
furnishing information to shareholders, costs or losses incurred in
combining operations of the previously separate businesses, etc., incurred
in relation to the common control combination that is to be accounted
for by using merger accounting is recognised as an expense in the year in
which it is incurred.

2. HEGFHEURBE @

2.2 1A

2215 6t8RE
FRAEAEENEEGIEHENME X2
(RIEEBMEE) EAEEAA2HEZTE
i # $& B & 0] 3R A9 3 B =k = B 1) & [0 3R A A
= WHERNEBHEZITRBHENIZENRS
[O] $RAF - AREERIEHIZ e

o

FRPEZRGREBEEAEEZ A2HEAHA
fRe FTRBAEEGIERILZABEREILEAHA
E\E o

(a) EI—##HTEHEGEE
EHMBBRREER—ZFH TAHNAHE
HEBHFHHRE - GRAZFEHERS
BERZZHTEHNERREDEEH -

{n]
e

HBHIEFHME AHEBIEBNEEFER
RAREEETAN - HER—ZEH TEHED
SABERWKBEBLARNAIBHEE AER
HABENRFES KA B R
SR WK HERENERRR -

BHANERBERERE2IBHEXELFS
HEEBRER B R HRERQAZES B 2T
AR EAE & REN A -

HEEAAHENEAKRZA—ZFI TEHERH
MZZRA(BREXER  ZfME  MEXR
REBIRNKRAN - RAFRBEILES 2 XM
ELENKAHERE)RELFERRBAIMH -
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For the year ended 31 December 2022 #Z =L = —F+ = H=+—HILFE

2. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES coxtinuin)

2.2 Subsidiaries (Continued)

2.2.1 Consolidation (Continued)

(b) Acquisition method for business combinations other than
common control combinations

The Group applies the acquisition method to account for business
combinations other than common control combinations. The
consideration transferred for the acquisition of a subsidiary is the fair
values of the assets transferred, the liabilities incurred to the former
owners of the acquiree and the equity interests issued by the Group. The
consideration transferred includes the fair value of any asset or liability
resulting from a contingent consideration arrangement. Identifiable
assets acquired and liabilities and contingent liabilities assumed in a
business combination are measured initially at their fair values at the
acquisition date.

The Group recognises any non-controlling interest in the acquiree on an
acquisition-by-acquisition basis. Non-controlling interests in the acquiree
that are present ownership interests and entitle their holders to a
proportionate share of the entity’s net assets in the event of liquidation
are measured at either fair value or the present ownership interests’
proportionate share in the recognised amounts of the acquiree’s
identifiable net assets. All other components of non-controlling interests
are measured at their acquisition date fair value, unless another
measurement basis is required by IFRS.

Acquisition-related costs are expensed as incurred.

If the business combination is achieved in stages, the acquisition date
carrying value of the acquirer’s previously held equity interest in the
acquiree is re-measured to fair value at the acquisition date, any gains or
losses arising from such re-measurement are recognised in through profit
or loss.

2. HEGFIBURTHE w

2.2 A HE @)
22158 6tREB @)
(b) FE[E—EHFEBESGHEE S

AEBEN BB EESIER—EH T EBAHA
R-BE—TRARMBRENGE  RABRE
E - HREETORMBAEENAE - MR
SEBTORAERNDAEE - FEROY
ERRUAHERHMELANENEEMEE
MAREBE - EXEEHTABERHRNE
EANFAENBERRBERAE  BEAKRSE
REBERSN AR EENE -

REBRERWEEE  ERERBE TNE
] IR S E R - WIEE T AT MR aE R
BRNREERED  YRETHAEAES
REZLOIEEEIENFEE  AJRAREE
SKIRIR SR A P /E AR o FE (i 1B U A R
FEENRRSRLLOIMETE o JFEHI1E#R
EVFT R B bR B D I W B i R R B ER
B BRIFRBR MBI E ERIRE LA R A
EREGHE -

BERBEKAEELERH -

R G B BUETT - WD Z BT URE
HRBEENIE B B ARE(E - R UE A
WARBEENTE  ENTEELENERR
BERETER
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2. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES coxtinuen)

2.2 Subsidiaries (Continued)

2.2.1 Consolidation (Continued)

(b) Acquisition method for business combinations other than
common control combinations (Continued)

The excess of the consideration transferred, the amount of any non-
controlling interest in the acquiree and the acquisition-date fair value of
any previous equity interest in the acquiree over the fair value of the
identifiable net assets acquired is recorded as goodwill. If the total of
consideration transferred, non-controlling interest recognised and
previously held interest measured is less than the fair value of the net
assets of the subsidiary acquired in the case of a bargain purchase, the
difference is recognised directly in the income statement.

Intra-group transactions, balances and unrealised gains on transactions
between group companies are eliminated. Unrealised losses are also
eliminated unless the transaction provides evidence of an impairment of
the transferred asset. When necessary, amounts reported by subsidiaries
have been adjusted to conform with the Group’s accounting policies.

Transactions with non-controlling interests that do not result in a loss of
control are accounted for as equity transactions — that is, as transactions
with the owners of the subsidiary in their capacity as owners. The
difference between fair value of any consideration paid and the relevant
share acquired of the carrying amount of net assets of the subsidiary is
recorded in equity. Gains or losses on disposals to non-controlling
interests are also recorded in equity.

(c) Changes in ownership interests in subsidiaries without change
of control

Transactions with non-controlling interests that do not result in a loss of
control are accounted for as equity transactions — that is, as transactions
with the owners of the subsidiaries in their capacity as owners. The
difference between fair value of any consideration paid and the relevant
share acquired of the carrying value of net assets of the subsidiary is
recorded in equity. Gains or losses on disposals to non-controlling
interests are also recorded in equity.
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2. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES coxtinueD)

2.2 Subsidiaries (Continued)

2.2.2 Separate financial statements

Investments in subsidiaries are accounted for at cost less impairment.
Cost includes direct attributable costs of investment. The results of
subsidiaries are accounted for by the Company on the basis of dividend
received and receivable.

Impairment testing of the investments in subsidiaries is required upon
receiving a dividend from these investments if the dividend exceeds the
total comprehensive income of the subsidiary in the period the dividend
is declared or if the carrying amount of the investment in the separate
financial statements exceeds the carrying amount in the consolidated
financial statements of the investee’s net assets including goodwill.

2.3 Associates

An associate is an entity over which the Group has significant influence
but not control, generally accompanying a shareholding of between 20%
and 50% of the voting rights. Investments in associates are accounted for
using the equity method of accounting. Under the equity method, the
investment is initially recognised at cost, and the carrying amount is
increased or decreased to recognise the investor’s share of the profit or
loss of the investee after the date of acquisition. The Group's investment
in associates includes goodwill identified on acquisition. Upon the
acquisition of the ownership interest in an associate, any difference
between the cost of the associate and the Group’s share of the net fair
value of the associate’s identifiable assets and liabilities is accounted for
as goodwill.

If the ownership interest in an associate is reduced but significant
influence is retained, only a proportionate share of the amounts
previously recognised in other comprehensive income is reclassified to
profit or loss where appropriate.

The Group's share of post-acquisition profit or loss is recognised in the
income statement, and its share of post-acquisition movements in other
comprehensive income is recognised in other comprehensive income
with a corresponding adjustment to the carrying amount of the
investment. When the Group’s share of losses in an associate equals or
exceeds its interest in the associate, including any other unsecured
receivables, the Group does not recognise further losses, unless it has
incurred legal or constructive obligations or made payments on behalf of
the associate.
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2. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES continueD)

2.‘; \SS()('iill(‘S (Continued)

The Group determines at each reporting date whether there is any
objective evidence that the investment in the associate is impaired. If this
is the case, the Group calculates the amount of impairment as the
difference between the recoverable amount of the associate and its
carrying value and recognises the amount adjacent to “share of profit/
loss of investments accounted for using the equity method” in the
income statement.

Profits and losses resulting from upstream and downstream transactions
between the Group and its associate are recognised in the Group's
financial statements only to the extent of unrelated investor's interests in
the associates. Unrealised losses are eliminated unless the transaction
provides evidence of an impairment of the asset transferred. Accounting
policies of associates have been changed where necessary to ensure
consistency with the policies adopted by the Group.

Gain or losses on dilution of equity interest in associates are recognised in
the income statement.

In the balance sheet of the Company, its investments in associates are
stated at cost less provision for any impairment losses. Income from
associates is recognised by the Company on the basis of dividends
received and receivable.

In the balance sheet of the Company, impairment testing of the
investments in associates is required upon receiving dividends from these
investments if the dividend exceeds the total comprehensive income of
the associates in the period the dividend is declared or if the carrying
amount of the investment in the separate financial statements exceeds
the carrying amount in the consolidated financial statements of the
investee's net assets including goodwill.
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2. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES coxtinueD)

2.4 Joint arrangements

The Group has applied IFRS 11 to all joint arrangements. Under IFRS 11
investments in joint arrangements are classified as either joint operations
or joint ventures depending on the contractual rights and obligations of
each investor. The Group has assessed the nature of its joint
arrangements and determined them to be joint ventures. Joint ventures
are accounted for using the equity method.

Under the equity method of accounting, interests in joint ventures are
initially recognised at cost and adjusted thereafter to recognise the
Group's share of the post-acquisition profits or losses and movements in
other comprehensive income. The Group's investments in joint ventures
include goodwill identified on acquisition. Upon the acquisition of the
ownership interest in a joint venture, any difference between the cost of
the joint venture and the Group's share of the net fair value of the joint
venture’s identifiable assets and liabilities is accounted for as goodwill.
When the Group's share of losses in a joint venture equals or exceeds its
interests in the joint venture (which includes any long-term interests that,
in substance, form part of the Group's net investment in the joint
venture), the Group does not recognise further losses, unless it has
incurred obligations or made payments on behalf of the joint venture.

In the Company’s balance sheet, its investments in joint ventures are
stated at cost less provision for any impairment losses. Income from joint
ventures is recognised by the Company on the basis of dividends
received and receivable.

In the Company’s balance sheet, impairment testing of the investments
in joint ventures is required upon receiving dividends from these
investments if the dividend exceeds the total comprehensive income of
the joint venture in the period the dividend is declared or if the carrying
amount of the investment in the separate financial statements exceeds
the carrying amount in the consolidated financial statements of the
investee’s net assets including goodwill.

2.5 Segment reporting

Operating segments are reported in a manner consistent with the
internal reporting provided to the chief operating decision-maker. The
chief operating decision-maker, who is responsible for allocating
resources and assessing performance of the operating segments, has
been identified as the Board of Directors that makes strategic decisions.
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2. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES continueD)

2.6 Foreign currency translation
8 .
(a) Functional and presentation currency

[tems included in the financial statements of each of the Group's entities
are measured using the currency of the primary economic environment
in which the entity operates (the “functional currency”). The
consolidated financial statements are presented in RMB, which is the
Company's functional and the Group’s presentation currency.

(b) Transactions and balances

Foreign currency transactions are translated into the functional currency
using the exchange rates prevailing at the dates of the transactions or
valuation where items are re-measured. Foreign exchange gains and
losses resulting from the settlement of such transactions and from the
translation at year-end exchange rates of monetary assets and liabilities
denominated in foreign currencies are recognised in the income
statement, except when deferred in other comprehensive income as
qualifying cash flow hedges and qualifying net investment hedges.

Foreign exchange gains and losses that relate to borrowings and financial
assets that are held for cash management purposes are presented in the
income statement within finance costs. All other foreign exchange gains
and losses are presented in the income statement on a net basis within
"Other income and gains/losses, net”.

Non-monetary items that are measured at fair value in a foreign currency
are translated using the exchange rates at the date when the fair value
was determined. Translation differences on non-monetary financial
assets, such as equities classified as FVOCI, are included in other
comprehensive income.
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2. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES coxtinueD)

2.6 Foreign currency translation (Continued)

(c) Group companies

The results and financial position of all the group entities (none of which
has the currency of a hyper-inflationary economy) that have a functional
currency different from the presentation currency are translated into the
presentation currency as follows:

assets and liabilities for each balance sheet presented are translated
at the closing rate at the date of that balance sheet;

income and expenses for each income statement are translated at
average exchange rates (unless this average is not a reasonable
approximation of the cumulative effect of the rates prevailing on
the transaction dates, in which case income and expenses are
translated at the rate on the dates of the transactions); and

all resulting exchange differences are recognised in other
comprehensive income.

Goodwill and fair value adjustments arising on the acquisition of a foreign
entity are treated as assets and liabilities of the foreign entity and
translated at the closing rate. Currency translation differences arising are
recognised in other comprehensive income.

2.7 Property, plant and equipment

Land and buildings comprise mainly factories and offices. All property,
plant and equipment are stated at historical cost less depreciation.
Historical cost includes expenditure that is directly attributable to the
acquisition of the items.

Subsequent costs are included in the asset’s carrying amount or
recognised as a separate asset, as appropriate, only when it is probable
that future economic benefits associated with the item will flow to the
Group and the cost of the item can be measured reliably. The carrying
amount of the replaced part is derecognised. All other repairs and
maintenance are charged to the income statement during the financial
period in which they are incurred.
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2. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES continueD)
2.7 Property, plant and equipment (Continued)

Depreciation is calculated using the straight-line method to allocate their
cost to their residual values over their estimated useful lives, as follows:

Buildings 8-50 years
Equipment and machinery 3-15years
Motor vehicles 4-10 years
Office equipment 2.5-15 years

The assets’ residual values and useful lives are reviewed, and adjusted if
appropriate, at the end of each reporting period.

An asset’s carrying amount is written down immediately to its recoverable
amount if the asset’s carrying amount is greater than its estimated
recoverable amount (Note 2.10).

Gains and losses on disposals are determined by comparing the proceeds
with the carrying amount and are recognised in the income statement.

Construction in progress (“CIP") represents property, plant and
equipment in the course of construction or pending installation and is
stated at cost less any recognised impairment losses. Cost includes the
costs of construction of property, plant and equipment, and interest
charges arising from borrowings used to these assets during the period
of construction or installation and testing. Construction in progress is
classified to the appropriate category of property, plant and equipment
when completed and ready for intended use. Depreciation of these
assets, on the same basis as other property, plant and equipment,
commences when the assets are ready for their intended use.

2.8

Research and development costs

Research expenditure is recognised as an expense as incurred. Costs
incurred in development projects (relating to the design and testing of
new or improved products) are recognised as intangible assets when it is
probable that the project will be successful considering its commercial
and technical feasibility and its costs can be measured reliably. Other
development expenditures that do not meet these criteria are expensed
as incurred. Development costs previously recognised as expenses are
not recognised as assets in subsequent periods. Capitalised development
costs are recorded as intangible assets and amortised from the point at
which the asset is ready for use on a straight-line basis over its useful life,
not exceeding five years; and tested for impairment according to Note
2.10.
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2. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES coxtinuin)

2.9 Intangible assets
(a) Goodwill

Goodwill arises on the acquisition of subsidiaries represents the excess of
the consideration transferred, the amount of any non-controlling interest
in the acquiree and the acquisition-date fair value of any previous equity
interest in the acquiree over the fair value of the identified net assets
acquired.

For the purpose of impairment testing, goodwill acquired in a business
combination is allocated to each of the cash-generating units ("CGUs"),
or groups of CGUs, that is expected to benefit from the synergies of the
combination. Each unit or group of units to which the goodwill is
allocated represents the lowest level within the entity at which the
goodwill is monitored for internal management purposes. Goodwill is
monitored at the operating segment level.

Goodwill impairment reviews are undertaken annually or more frequently
if events or changes in circumstances indicate a potential impairment.
The carrying value of the CGU containing the goodwill is compared to
the recoverable amount, which is the higher of value in use and the fair
value less costs of disposal. Any impairment is recognised immediately as
an expense and is not subsequently reversed.

(b) Contractual customer relationships and other intangible
assets

Contractual customer relationships acquired in a business combination
are recognised at fair value at the acquisition date. The contractual
customer relations have a finite useful life and are carried at cost less
accumulated amortisation. Amortisation is calculated using the straight-
line method by ten years over the expected life of the contractual
customer relationships.

There are two types of other intangible assets: management contract and
exclusive supply contract. These intangible assets acquired have a finite
useful life and are carried at cost less accumulated amortisation.
Amortisation is calculated using the straight-line method over their
expected useful lives.
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2. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES continueD)

2.9 |nl;u|gi|)|v assels (Continued)

(c) Patented technology, trademark licence and computer
software

Costs associated with maintaining patented technology, trademark
licence and computer software programmes are recognised as an
expense as incurred. Development costs that are directly attributable to
the design and testing of identifiable and unique patented technology,
trademark licence and software products controlled by the Group are
recognised as intangible assets where the following criteria are met:

it is technically feasible to complete the product so that it will be
available for use;

management intends to complete the product and use or sell it;
there is an ability to use or sell the product;

it can be demonstrated how the product will generate probable
future economic benefits;

adequate technical, financial and other resources to complete the
development and to use or sell the product are available; and

the expenditure attributable to the product during its development
can be reliably measured.

Directly attributable costs that are capitalised as part of the patented
technology, trademark licence and software product include the
development employee costs and an appropriate portion of relevant
overheads.

Other development expenditures that do not meet these criteria are
recognised as an expense as incurred. Development costs previously
recognised as an expense are not recognised as an asset in a subsequent
period.

Patented technology, trademark licence and computer software
development costs recognised as assets are amortised over their
estimated useful lives, which does not exceed ten years.
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2. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES coxtinueD)

2.10 Impairment of non-financial assets

Assets that have an indefinite useful life — for example, goodwill or
intangible assets not ready to use — are not subject to amortisation and
are tested annually for impairment. Assets that are subject to amortisation
are reviewed for impairment whenever events or changes in
circumstances indicate that the carrying amount may not be recoverable.
An impairment loss is recognised for the amount by which the asset’s
carrying amount exceeds its recoverable amount. The recoverable
amount is the higher of an asset’s fair value less costs to sell and value in
use. For the purposes of assessing impairment, assets are grouped at the
lowest levels for which there are separately identifiable cash flows (CGUs).
Non-financial assets other than goodwill that suffered an impairment are
reviewed for possible reversal of the impairment at each reporting date.

2.11 Financial assets
(@) Classification

The Group classifies its financial assets in the following measurement
categories:

those to be measured subsequently at fair value (either through
Odl, or through profit or loss), and

those to be measured at amortised cost.

The classification depends on the entity’s business model for managing
the financial assets and the contractual terms of the cash flows.

For assets measured at fair value, gains and losses will either be recorded
in profit or loss or OCI. For investments in equity instruments that are not
held for trading, this will depend on whether the Group has made an
irrevocable election at the time of initial recognition to account for the
equity investment at FVOCI.

The Group reclassifies debt investments when and only when its business
model for managing those assets changes.
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2. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES continueD)

2.11 Financial assets (Continued)

(b) Recognition and derecognition

Regular way purchases and sales of financial assets are recognised on
trade-date, the date on which the Group commits to purchase or sell the
asset. Financial assets are derecognised when the rights to receive cash
flows from the financial assets have expired or have been transferred and
the Group has transferred substantially all the risks and rewards of
ownership.

(c) Measurement

At initial recognition, the Group measures a financial asset at its fair value
plus, in the case of a financial asset not at FVPL, transaction costs that are
directly attributable to the acquisition of the financial asset. Transaction
costs of financial assets carried at FVPL are expensed in profit or loss.

Financial assets with embedded derivatives are considered in their
entirety when determining whether their cash flows are solely payment
of principal and interest.

Debt instruments

Subsequent measurement of debt instruments depends on the Group's
business model for managing the asset and the cash flow characteristics
of the asset. There are three measurement categories into which the
Group classifies its debt instruments:

Amortised cost: Assets that are held for collection of contractual
cash flows where those cash flows represent solely payments of
principal and interest are measured at amortised cost. Interest
income from these financial assets is included in finance income
using the effective interest rate method. Any gain or loss arising on
derecognition is recognised directly in profit or loss and presented
in “Other income and gains/losses, net”. Impairment losses are
presented as separate line item in the income statement.
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2. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES coxtinuin)

2.11 Financial assets (Continued)

(c) Measurement (Continued)
Debt instruments (Continued)

FVOCI: Assets that are held for collection of contractual cash flows
and for selling the financial assets, where the assets’ cash flows
represent solely payments of principal and interest, are measured
at FVOCI. Movements in the carrying amount are taken through
OCl, except for the recognition of impairment gains or losses,
interest revenue and foreign exchange gains and losses which are
recognised in profit or loss. When the financial asset is
derecognised, the cumulative gain or loss previously recognised in
OCl is reclassified from equity to profit or loss. Interest income from
these financial assets is included in finance income using the
effective interest rate method. Impairment losses are presented as
separate line item in the income statement.

FVPL: Assets that do not meet the criteria for amortised cost or
FVOCI are measured at FVPL. A gain or loss on a debt investment
that is subsequently measured at FVPL is recognised in profit or
loss in the period in which it arises.

Equity instruments

The Group subsequently measures all equity investments at fair value.
Where the Group’s management has elected to present fair value gains
and losses on equity investments in OCI, there is no subsequent
reclassification of fair value gains and losses to profit or loss following the
derecognition of the investment. Dividends from such investments
continue to be recognised in profit or loss as other gains when the
Group's right to receive payments is established.

Changes in the fair value of financial assets at FVPL are recognised in
profit or loss as applicable. Impairment losses (and reversal of impairment
losses) on equity investments measured at FVOCI are not reported
separately from other changes in fair value.

2. HEGFIBURTHE w

2,11 &Rl 2 o)

() FFEwW

EBEETARE @

- URAREBEIEBEHEIFAEMEE
Wz HREFEUNKRERERRERER
HENTREE WRZEENARR
TREERREASMFE N - A
ZEEWOBAUNAREBEFEEES
Bt AHEMiga s - BRBERSKIE
K FEWALAKE R FIESMBLFTA
Bmih RAEBENEET AEMES K
meo XS MEERIEERE - ZHIGT

AEMERE W /) RET )15 s 1B R e 4

GELEEERZY ZEEMEENT

BWARERMEEAE ST ARBK

A BEBXEAERNRE EFBRX

HR AR o

Y

- UAREBEFAESHEHESHAEG:
A AESRK AT EHIA QR EEG
AEZFHFAHEMEERETENS
BE WOBRUAREBEFAEARE
BEt AL c BRBENRAEERFE
AEEHFTABAENEFTARE K
MEIIBRNEL AT AR ©

PN
=
i

B TARE

REENUAABESMEEZ TAREETER
BEHE  MREAEEETEERZBEERTIAR
EWMARBEMSMIBAGT AR S W -
BIE 4R HERZBERER T8 R0AR
BEMSFIBRESERIE - HHARF - &
REE B BB FIEFIR - ZEREN
FAVERBEMFIE M Al

HRAARBEFELREHFT AEENER

BE  ERARBEES ABG - HRARR
EBEFEEEZEHF AHLMESRanEET

Hig& - HREBXR (CARRERKER) M
Hib R EBEESHINEBIIR -



— B CIEER 159

db % [ A= 5 B 52 8% R B O A B A 7

Notes to the Consolidated Financial Statements (Continued)

5 B B 5 e 3 i

(#)

For the year ended 31 December 2022 #Z =L = —F+=H=+—HILFE

2. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES continueD)

2.11 Financial assets (Continued)

(d) Impairment

The Group assesses on a forward-looking basis the expected credit losses
associated with its debt instruments carried at amortised cost and FVOCI.
The impairment methodology applied depends on whether there has
been a significant increase in credit risk. The details of impairment
methodology refer to Note 3.1(b).

2.12 Offsetting financial instruments

Financial assets and liabilities are offset and the net amount is reported in
the balance sheet when there is a legally enforceable right to offset the
recognised amounts and there is an intention to settle on a net basis or
realise the asset and settle the liability simultaneously. The legally
enforceable right must not be contingent on future events and must be
enforceable in the normal course of business and in the event of default,
insolvency or bankruptcy of the company or the counterparty.

2.13 Inventories

Inventories are stated at the lower of cost and net realisable value. Cost is
determined using the weighted average method. The cost of finished
goods and work in progress comprises raw materials, direct labour, other
direct costs and related production overheads (based on normal
operating capacity). It excludes borrowing costs. Net realisable value is
the estimated selling price in the ordinary course of business, less
estimated costs to completion and those necessary to make the sale.

2.14 Trade receivables

Trade receivables are amounts due from customers for goods sold or
services performed in the ordinary course of business. They are generally
due for settlement within 120 days and therefore all classified as current.

Trade receivables are recognised initially at the amount of consideration
that is unconditional unless they contain significant financing
components, when they are recognised at fair value. The Group holds the
trade receivables with the objective of collecting the contractual cash
flows and therefore measures them subsequently at amortised cost using
the effective interest method. See Note 3.1(b) for a description of the
Group's impairment policies.
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2. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES «coxtinuen,)

2.15 Cash and cash equivalents

In the consolidated statement of cash flows, cash and cash equivalents
includes cash in hand, deposits held at call with banks and other short-
term highly liquid investments with original maturities of three months or
less.

2.16 Share capital

Ordinary shares are classified as equity. Incremental costs directly
attributable to the issue of new shares or options are shown in equity as a
deduction, net of tax, from the proceeds.

2.17 Trade payables

Trade payables are obligations to pay for goods or services that have
been acquired in the ordinary course of business from suppliers. Trade
payables are classified as current liabilities if payment is due within one
year or less (or in the normal operating cycle of the business if longer). If
not, they are presented as non-current liabilities.

Trade payables are recognised initially at fair value and subsequently
measured at amortised cost using the effective interest method.

2.18 Borrowings

Borrowings are recognised initially at fair value, net of transaction costs
incurred. Borrowings are subsequently carried at amortised cost; any
difference between the proceeds (net of transaction costs) and the
redemption value is recognised in the income statement over the period
of the borrowings using the effective interest method.

Borrowings are classified as current liabilities unless the Group has an
unconditional right to defer settlement of the liability for at least 12
months after the end of the reporting period.
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2. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES continueD)

2.19 Borrowing cosls

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

Investment income earned on the temporary investment of specific
borrowings pending their expenditure on qualifying assets is deducted
from the borrowing costs eligible for capitalisation.

All other borrowing costs are recognised in profit or loss in the period in
which they are incurred.

2.20 Current and deferred income tax

The tax expense for the period comprises current and deferred income
tax. Tax is recognised in the income statement, except to the extent that
it relates to items recognised in other comprehensive income or directly
in equity. In this case the tax is also recognised in other comprehensive
income or directly in equity, respectively.

(a) Currentincome tax

The current income tax charge is calculated on the basis of the tax laws
enacted or substantively enacted at the balance sheet date in the
countries where the Company and its subsidiaries, joint ventures and
associates operate and generate taxable income. Management
periodically evaluates positions taken in tax returns with respect to
situations in which applicable tax regulation is subject to interpretation
and considers whether it is probable that a taxation authority will accept
an uncertain tax treatment. The Group measures its tax balances either
based on the most likely amount or the expected value, depending on
which method provides a better prediction of the resolution of the
uncertainty.
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2. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES coxtinuin)

2.20 Current and deferred income tax (Continued)

(b) Deferred income tax
Inside basis differences

Deferred income tax is recognised, using the liability method, on
temporary differences arising between the tax bases of assets and
liabilities and their carrying amounts in the consolidated financial
statements. However, deferred income tax liabilities are not recognised if
they arise from the initial recognition of goodwill, the deferred income
tax is not accounted for if it arises from initial recognition of an asset or
liability in a transaction other than a business combination that at the
time of the transaction affects neither accounting nor taxable profit or
loss and does not give rise to equal taxable and deductible temporary
differences. Deferred income tax is determined using tax rates (and laws)
that have been enacted or substantively enacted by the balance sheet
date and are expected to apply when the related deferred income tax
asset is realised or the deferred income tax liability is settled.

Deferred income tax assets are recognised only to the extent that it is
probable that future taxable profit will be available against which the
temporary differences can be utilised.

Outside basis differences

Deferred income tax liabilities are provided on taxable temporary
differences arising from investments in subsidiaries, associates and joint
ventures, except for deferred income tax liability where the timing of the
reversal of the temporary difference is controlled by the Group and it is
probable that the temporary difference will not reverse in the foreseeable
future.

Deferred income tax assets are recognised on deductible temporary
differences arising from investments in subsidiaries, associates and joint
ventures only to the extent that it is probable the temporary difference
will reverse in the future and there is sufficient taxable profit available
against which the temporary difference can be utilised.

(c) Offsetting

Deferred income tax assets and liabilities are offset where there is a legally
enforceable right to offset current tax assets against current tax liabilities
and where the deferred income tax assets and liabilities relate to income
taxes levied by the same taxation authority on either the taxable entity or
different taxable entities where there is an intention to settle the balances
on a net basis.
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2. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES coxtinuen)

2.21 Employee benefits
(@) Short-term compensation

Short-term compensation includes salaries, bonuses, allowances and
subsidies, staff welfare etc. When an employee has rendered service to
the Group during the reporting period, the Group shall recognise the
short-term compensation actually incurred as a liability and charge to the
cost of an asset or to profit or loss in the same period.

(b) Pension obligations

The Group participates in a number of defined contribution plans in
Mainland China and Hong Kong. The pension plans are generally funded
by payments from employees and relevant group companies. The Group
pays contributions to the pension plans which are calculated as a certain
percentage of the employees’ salaries.

The Group has no legal or constructive obligations to make further
payments once the required contributions have been paid, even if the
plans do not hold sufficient assets to pay all employees the benefits
relating to employee service in the current and prior periods. The
contributions are recognised as employee benefit expenses when they
are due. Prepaid contributions are recognised as an asset to the extent
that a cash refund or a reduction in the future payments is available.

The corporate annuity plan set up by the Group in accordance with
State’s corporate annuity regulations apart from basic pensions. The
annuity is accrued for employees participate in the corporate annuity
plan by the Group in proportion to the payroll. During the accounting
period in which employees provide services, the amount calculated in
line with the above-mentioned proportion is recognized as liabilities and
is included into profit or loss or the cost of relevant assets for the current
period refer to Note 31.

(c) Other employee benefits

Other employee benefits include termination benefits which are payable
whenever an employee accepts voluntary redundancy in exchange for
these benefits. In the case of an offer made to encourage voluntary
redundancy, the termination benefits are measured based on the number
of employees expected to accept the offer. Benefits falling due more than
12 months after the end of the reporting period are discounted to their
present value.
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2. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES coxtinueD)

2.22 Provision

Provisions are recognised when the Group has a present legal or
constructive obligation as a result of past events; it is probable that an
outflow of resources will be required to settle the obligation; and the
amount has been reliably estimated. Provisions are not recognised for
future operating losses.

Where there are a number of similar obligations, the likelihood that an
outflow will be required in settlement is determined by considering the
class of obligations as a whole. A provision is recognised even if the
likelihood of an outflow with respect to any one item included in the
same class of obligations may be small.

Provisions are measured at the present value of the expenditures
expected to be required to settle the obligation using a pre-tax rate that
reflects current market assessments of the time value of money and the
risks specific to the obligation. The increase in the provision due to
passage of time is recognised as interest expense.

2.23 Revenue recognition

The Group recognises revenue when it satisfies a performance obligation
by transferring control over a product or service to a customer.

(a) Sale of goods — wholesale

The Group manufactures and sells a range of healthcare products and
Chinese medicines to wholesalers. Sales are recognised when control of
the products has transferred, being when the products are delivered to
the wholesaler, the wholesaler has full discretion over the channel and
price to sell the products, and there is no unfulfilled obligation that could
affect the wholesaler's acceptance of the products. Delivery occurs when
the products have been shipped to the specific location, the risks of
obsolescence and loss have been transferred to the wholesaler, and
either the wholesaler has accepted the products in accordance with the
sales contract, the acceptance provisions have lapsed, or the Group has
objective evidence that all criteria for acceptance have been satisfied.

Revenue from these sales is recognised based on the price specified in
the contract, net of the estimated discounts. And revenue is only
recognised to the extent that it is highly probable that a significant
reversal will not occur.
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For the year ended 31 December 2022 #Z =L = —F+=H=+—HILFE

2. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES coxtinuen)

2.23 Revenue recognition (Continued)
(a) Sale of goods — wholesale (Continued)

A receivable is recognised when the goods are delivered as this is the
point in time that the consideration is unconditional because only the
passage of time is required before the payment is due.

After signing contracts with wholesalers and receiving orders, the Group
recognizes the amount of contract consideration received from the
wholesalers as contract liabilities before delivering products to
wholesalers.

(b) Sale of goods — retail

The Group also sells products to individual customers through its retail
outlets. Revenue from the sale of goods is recognised when a group
entity sells a product to the customer.

For retail sales, the Group operates a chain of retail outlets for selling
products. Sales of goods are recognised when a group entity sells a
product to the customer. Payment of the transaction price is due
immediately. Retail sales are usually in cash or by credit card.

(c) Advertising services

Revenue from providing advertising services is recognised in the
accounting period in which the services are rendered. For fixed-price
contracts, revenue is recognised based on the actual service provided to
the end of the reporting period as a proportion of the total services to be
provided, because the customer receives and uses the benefits
simultaneously. This is determined based on the stage of completion of
service according to contractual agreement or by the reference to the
percentage of completion method. Under this method, the percentage
of completion is identified with proportion of incurred contract costs to
estimated total cost. Advertising services have been completed within
the reporting period.

(d) Servicesincome

The Group provides Chinese medical consultation and treatments in
retail outlets. Service income is recognised over-time in which the service
is provided to the customer and it is settled in cash or by credit card.
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2. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES coxtinueD)

2.23 Revenue recognition (Continued)

(e) Royalty fee income

Royalty fee income is based on pre-determined rates on the total
turnover of entities outside Mainland China for them to use the “Tong
Ren Tang” brand name. Royalty fee is recognised on an accrual basis
upon sales recognised by the entities outside Mainland China.

(f) Financing components

The Group does not expect to have any contracts where the period
between the transfer of the promised goods or services to the customer
and payment by the customer exceeds one year. As a consequence, the
Group does not adjust any of the transaction prices for the time value of
money.

2.24 Earnings per share
(a) Basic earnings per share

Basic earnings per share is calculated by dividing:

the profit attributable to owners of the Company, excluding any
costs of servicing equity other than ordinary shares

by the weighted average number of ordinary shares outstanding
during the financial year, adjusted for bonus elements in ordinary
shares issued during the year and excluding treasury shares.

(b) Diluted earnings per share

Diluted earnings per share adjusts the figures used in the determination
of basic earnings per share to take into account:

the after-income tax effect of interest and other financing costs
associated with dilutive potential ordinary shares, and

the weighted average number of additional ordinary shares that
would have been outstanding assuming the conversion of all
dilutive potential ordinary shares.
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2. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES continueD)

2.25 Dividend income

Dividends are received from financial assets measured at FVPL and at
FVOCI. Dividends are recognised as other income and gains, net in profit
or loss when the right to receive payment is established.

2.26 Interest income

Interest income on financial assets at amortised cost calculated using the
effective interest method is recognised in profit or loss as part of finance
income, net. Any other interest income is included in other income and
gains, net.

Interest income is calculated by applying the effective interest rate to the
gross carrying amount of a financial asset except for financial assets that
subsequently become credit-impaired. For credit-impaired financial
assets the effective interest rate is applied to the net carrying amount of
the financial asset (after deduction of the loss allowance).

2.27 Leases

Leases are recognised as a right-of-use asset and a corresponding liability
at the date at which the leased asset is available for use by the Group.

The Group leases various property, plant and land use rights. Rental
contracts are typically made for fixed periods of 6 months to 50 years, but
may have extension options.

Contracts may contain both lease and non-lease components. The Group
allocates the consideration in the contract to the lease and non-lease
components based on their relative stand-alone prices. However, for
leases of real estate for which the Group is a lessee, it has elected not to
separate lease and non-lease components and instead accounts for these
as a single lease component.

Lease terms are negotiated on an individual basis and contain a wide
range of different terms and conditions. The lease agreements do not
impose any covenants other than the security interests in the leased
assets that are held by the lessor. Leased assets may not be used as
security for borrowing purposes.
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2. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES «coxtinuep)

2.27 Leases (Continued)

Assets and liabilities arising from a lease are initially measured on a
present value basis. Lease liabilities include the net present value of the
following lease payments:

fixed payments (including in-substance fixed payments), less any
lease incentives receivable

variable lease payments that are based on an index or a rate,
initially measured using the index or rate as at the commencement
date

amounts expected to be payable by the Group under residual
value guarantees

the exercise price of a purchase option if the Group is reasonably
certain to exercise that option, and

payments of penalties for terminating the lease, if the lease term
reflects the Group exercising that option.

Lease payments to be made under reasonably certain extension options
are also included in the measurement of the liability.

The lease payments are discounted using the interest rate implicit in the
lease. If that rate cannot be readily determined, which is generally the
case for leases in the Group, the lessee’s incremental borrowing rate is
used, being the rate that the individual lessee would have to pay to
borrow the funds necessary to obtain an asset of similar value to the
right-of-use asset in a similar economic environment with similar terms,
security and conditions.
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2. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES continueD)

2.27 Leases (Continued)

To determine the incremental borrowing rate, the Group:

where possible, uses recent third-party financing received by the
individual lessee as a starting point, adjusted to reflect changes in
financing conditions since third party financing was received,

uses a build-up approach that starts with a risk-free interest rate
adjusted for credit risk for leases held by the Group, which does not
have recent third party financing, and

makes adjustments specific to the lease, e.g. term, country,
currency and security.

The Group is exposed to potential future increases in variable lease
payments based on an index or rate, which are not included in the lease
liability until they take effect. When adjustments to lease payments based
on an index or rate take effect, the lease liability is reassessed and
adjusted against the right-of-use asset.

Lease payments are allocated between principal and finance cost. The
finance cost is charged to profit or loss over the lease period so as to
produce a constant periodic rate of interest on the remaining balance of
the liability for each period.

Right-of-use assets are measured at cost comprising the following:

the amount of the initial measurement of lease liability

any lease payments made at or before the commencement date
less any lease incentives received

any initial direct costs, and

restoration costs.
Right-of-use assets are generally depreciated over the shorter of the
asset’s useful life and the lease term on a straight-line basis. If the Group is

reasonably certain to exercise a purchase option, the right-of-use asset is
depreciated over the underlying asset’s useful life.
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2. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES «coxtinuen,)

2.27 Leases

s (Continued)

Payments associated with short-term leases and all leases of low-value
assets are recognised on a straight-line basis as an expense in profit or
loss. Short-term leases are leases with a lease term of 12 months or less
without a purchase option.

Lease income from operating leases where the Group is a lessor is
recognised in income on a straight-line basis over the lease term.

2.28 Dividend distribution

Provision is made for the amount of any dividend declared, being
appropriately authorised and no longer at the discretion of the entity, on
or before the end of the reporting period but not distributed at the end
of the reporting period.

2.29 Government grants

Grants from the government are recognised at their fair value where
there is a reasonable assurance that the grant will be received and the
Group will comply with all attached conditions.

Government grants relating to costs are deferred and recognised in the
income statement over the period necessary to match them with the
costs that they are intended to compensate.

Government grants relating to the purchase of property, plant and
equipment are included in non-current liabilities as deferred income —
government grants and are credited to the income statement on a
straight-line basis over the expected lives of the related assets.
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3. FINANCIAL RISK MANAGEMENT

3.1 Financial risk factors

The Group's activities expose it to a variety of financial risks: market risk
(including foreign exchange risk and interest rate risk), credit risk and
liquidity risk. The Group’s overall risk management programme focuses
on the unpredictability of financial markets and seeks to minimise
potential adverse effects on the Group's financial performance. Risk
management is carried out by management of each individual entity
within the Group.

(@) Marketrisk
(i) Foreign exchange risk

The Group operates on an international basis and foreign exchange risk
arises from commercial transactions, recognised assets and liabilities and
net investments in foreign operations, primarily with respect to the Hong
Kong Dollar (‘"HKD").

The Group currently does not have a foreign currency hedging policy.
The Group manages its foreign exchange risk by closely monitoring the
movement of the foreign currency rates.

The foreign exchange is mainly as a result of foreign exchange gains/
losses on translation of HKD — denominated financial instruments held
by group entities established in Mainland China whose functional
currency is Renminbi and translation of Renminbi-denominated financial
instruments held by entities incorporated in Hong Kong whose functional
currency is HKD. If Renminbi had strengthened/weakened by 5% against
HKD, with all other variables held constant, the profit before income tax
for the year ended 31 December 2022 would decrease/increase
RMB16,817,000.
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3. FINANCIAL RISK MANAGEMENT

(CONTINUED)
3.1 Financial risk factors (Continued)

(@) Market risk (Continued)
(iij)  Interest rate risk

The Group's interest rate risk arises from long-term borrowings.
Borrowings obtained at variable rates expose the Group to cash flow
interest rate risk which is partially offset by cash held at variable rates.
Borrowings obtained at fixed rates expose the Group to fair value interest
rate risk. The interest rates and repayment terms of the Group's
borrowings are disclosed in Note 19. As at 31 December 2022 and 2021,
the operating cash flows are substantially independent of changes in
market interest rates. The current debt level of the Group s relatively low
and the exposure to the fair value interest rate risk is limited.

The management of the Group monitors the interest rate exposure
regularly. The Group has not used any interest rate swaps to hedge its
exposure to interest rate risk.

(b) Creditrisk
(i)  Risk Management

Credit risk is managed on group basis. Credit risk arises from cash and
cash equivalents and deposits with banks and financial institutions, as
well as credit exposures to wholesale and retail customers, including
outstanding receivables and committed transactions.

Cash at bank and term deposits placed with banks are deposited with
high-credit-quality financial institutions. The Group has policies that limit
the amount of credit exposure to any financial institution. As at 31
December 2022, majority of the bank deposits are placed with state-
owned banks and listed financial institutions in China, which are at lower
credit risk.
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As at 31 December

R+=—HA=+—H

2022 2021

RMB’000 RMB'000

AR¥T ARETIT

State-owned banks and listed financial institutions in China Bl B 81T & T4 @hikE 3,947,946 3,617,826

Other banks E A 3R1T 98,201 130,523
Total cash at bank and term deposits placed with banks (Note 33(b))

SR1T)E BT Sk AR 1T T8 BRAF 30 (B E 33(b)) 4,046,147 3,748,349
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3. FINANCIAL RISK MANAGEMENT

(CONTINUED)
3.1 Financial risk factors (Continued)
(b) Credit risk (Continued)

(i)  Impairment of financial assets

Trade and bills receivables

The Group applies the IFRS 9 simplified approach to measuring expected
credit losses which uses a lifetime expected loss allowance for all trade
and bills receivables.

Based on shared credit risk characteristics, the assessment of a significant
increase in credit risk is performed on either an individual basis or a
collective basis. When the assessment is performed on a collective basis,
the expected loss rates are based on the corresponding historical credit
losses experienced within this period. The historical loss rates are adjusted
to reflect current and forward-looking information on macroeconomic
factors affecting the ability of the customers to settle the receivables.

Measurement of expected credit loss on individual basis
The trade receivables relating to customers with known financial
difficulties or with significant doubt on collection of receivables are
assessed individually for provision for impairment allowance. As at 31
December 2022, the balance of individually assessed receivables was
RMB5,427,000 and the loss allowance in respect of individually assessed
receivables was RMB5,427,000.

Measurement of expected credit loss on collective basis

Expected credit losses are also estimated by grouping the remaining
receivables based on shared credit risk characteristics and collectively
assessed for the likelihood of loss allowance for each group. During the
year ended 31 December 2022, the impairment provision of bill
receivables is immaterial, because they have a low risk of default and the
issuer has a strong capacity to meet its contractual cash flow obligations
in the near term. Taking into account the nature of the customer, its
geographical location and its ageing category, the remaining trade
receivables are grouped to the following classes and applying expected
credit loss rates to the respective gross carrying amounts of the trade
receivables.
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3. FINANCIAL RISK MANAGEMENT 3. B B A B a0
(CONTINUED)

3.1 Financial risk factors (Continued) 3.1 BB R B A & )

(b)  Credit risk (Continued) (b) 15 FAERS @

(i)  Impairment of financial assets (Continued) (i) THEERBE @)

Trade and bills receivables (Continued) JEWBR N N Z 15 (4%)
Measurement of expected credit loss on collective basis (Continued) . REREEGTEEHERABEL®

At at 31 December
R+=A=+—H
2022 2021
Expected Loss Expected Loss

loss rate allowance loss rate allowance
FHEAR BREE TEAIE R BREE
RMB’000 RMB'000

AR%T T ARBTT

The Company and subsidiaries established in
Mainland China

AARRPEAMF N
Within 4 months PH{E A LA 0.5% 934 1.9% 4472
Over 4 months but within 1 year [U{& A &£ —F 7.1% 4,403 10.5% 5,841
Over 1 year but within 2 years —F & — 4 22.3% 3,213 29.1% 2,601
Over 2 years but within 3 years ZFZE = F 47.2% 2,221 54.6% 3,181
Over 3 years =& A E 100.0% 16,151 100.0% 31,425

26,922 47,520

Tong Ren Tang Chinese Medicine and its

subsidiaries — third parties

B ERERAEFRE—%=F
Within 4 months PH{& H LA A 1.7% 7,780 23% 8,626
Over 4 months but within 1 year [U{& A £ —F 2.0% 515 2.4% 513
Over 1 year but within 2 years —F 2 — 4 4.7%-13.6% 6,817 2.4% 101

15,112 9,240
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For the year ended 31 December 2022 #Z =L = —F+=H=+—HILFE

3. FINANCIAL

(CONTINUED)

RISK MANAGEMENT

3.1 Financial risk factors (Continued)
(b) Credit risk (Continued)

(i)  Impairment of financial assets (Continued)

Trade and bills receivables (Continued)
Measurement of expected credit loss on collective basis (Continued)

Tong Ren Tang Chinese Medicine and its subsidiaries — related
parties

Given there is no history of significant defaults from related parties of
Beijing Tong Ren Tang Chinese Medicine Company Limited (“Tong Ren
Tang Chinese Medicine”) and its subsidiaries and insignificant impact
from forward-looking estimates, the assessed expected credit losses are
not material. As at 31 December 2022, the loss allowance for Tong Ren
Tang Chinese Medicine and its subsidiaries in respect of the trade
receivables due from related parties was RMB164,000 (31 December 2021:
RMB20,000).

Please refer to Note 13 for details.

Other financial assets at amortised cost

For other financial assets at amortised cost, the Group recognises a loss
allowance equal to 12-month expected credit losses unless there has
been a significant increase in credit risk of the financial assets since initial
recognition, in which case the loss allowance is measured at an amount
equal to lifetime expected credit losses. During the year ended 31
December 2022, the impairment provision is determined based on the
12-month expected credit losses which is immaterial.

Bill receivables at FVOC]

The Group applies the IFRS 9 simplified approach which uses a lifetime
expected loss allowance for bills receivables at FVOCI. During the year
ended 31 December 2022, the impairment provision of bill receivables at
FVOCI is not material.

3. B R B A PR 0

3.1 BA R B R & ()

(b) =R @

(i) ZAZERE @

JEYBR AR 15 (48)
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For the year ended 31 December 2022 #HZE=ZF=Z=—F+=-HA=+—HI-FE

3. FINANCIAL RISK MANAGEMENT

(CONTINUED)
3.1 Financial risk factors (Continued)

(c) Liquidity risk

The Group's policy is to maintain sufficient cash and cash equivalents or
have available funding through adequate amount of committed credit
facilities to meet its working capital requirements. The amounts of
borrowings and undrawn credit facilities at the balance sheet date are
disclosed in Note 19 and Note 35 respectively.

Trade and bills payables and other payables are normally expected to be
settled within 120 days to one year after receipt of goods or services,
while generally no specific credit period is granted by the suppliers.

The table below analyses the Group's financial liabilities into relevant
maturity groupings based on the remaining period at the balance sheet
date to the contractual maturity date. The amounts disclosed in the table
are the contractual undiscounted cash flows.

3. B B A B a0

3.1 A A B & (w0

() REMRR
AEBENBEERERACNREMREEE
Y R RN AEEERENESES
K EELESTRNFAE - NEEAGBR
B ERENE19R FUEE  MAFERD
EEREEEM T35 FLARE -

—REE - HERTERTRHEEAH - AR
TR RE BN BR AR M R AR M EL M 5 08 B W B
EYRERBEEO120KRE—FAN -

TRETIAKENSRAE  RBEENDH
el REREERBERAESRIIMB T
SEEETON - ERABRBENSBRAARER
EMeRBESRE -

Over 1 year
but within
2 years
—fFE-F
RMB'000
ARBTT

Within
1year

— % By
RMB'000
AREFT

Over 2 years
but within
5years
“EERF
RMB'000
ARBTIT

Over
5years Total
HFHE a5
RMB'000 RMB'000
AREBTT ARBTET

As at 31 December 2022
—E-_-H+=ZA=+-—H

Trade and bills payables FE{ BE 3 & =& 823,233 - - - 823,233
Other payables EL b 1< 3¢ 406,437 - - - 406,437
Borrowings & 5K 292,107 104,977 1,166,848 - 1,563,932
Lease liabilities fH & & & 48,209 33,935 37,721 8,109 127,974
1,569,986 138,912 1,204,569 8,109 2,921,576

As at 31 December 2021

B -F+ZH=+—H

Trade and bills payables F& < BR 3 & Z=#& 893,714 - - - 893,714
Other payables F t FE 13X 339,529 - - - 339,529
Borrowings & 5% 793,498 47,267 721,177 - 1,561,942
Lease liabilities F & & & 68,386 36,630 45952 10,429 161,397
2,095,127 83,897 767,129 10,429 2,956,582

The carrying amounts of the Group's financial liabilities approximate their AEEMNeHaENEREEEAUEARE
fair values as the impact of discounting is not significant. B AR ESL T
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For the year ended 31 December 2022 #Z =L = —F+=H=+—HILFE

3. FINANCIAL RISK MANAGEMENT

(CONTINUED)
3.2 Capital risk management

The Group's objectives when managing capital are to safeguard the
Group's ability to continue as a going concern in order to provide returns
for shareholders and benefits for other stakeholders and to maintain an
optimal capital structure to reduce the cost of capital.

In order to maintain or adjust the capital structure, the Group may adjust
the amount of dividends paid to shareholders, provide returns for
shareholders, issue new shares or sell assets to repay borrowings.

The Group monitors capital on the basis of the gearing ratio. This ratio is
calculated as total borrowings divided by total equity. Total borrowings
included “current and non-current borrowings” as shown in the
consolidated balance sheet. Total equity was shown in the consolidated
balance sheet.

3. A E A B A B )

3.2 &4 b B

AEENESERERR  RREASEEEE
28 URBRRIEHERMSEMESRE A
REMNBZSBE - RASEFRENENERE
B E R o
RTHRFBARBEERNEE  AREREERAE
S FRERARFEEE - ARREREER - %
TR AR & B E RRETS ©

AEEFABELREREER o I FIZR
fEREER AR AR E - BRREEREA
HEEBBERMINN REMIERBERK]
BaEBEAAFEERGBRMT -

As at 31 December

Total borrowings & 7 4258
Total equity #4858
Gearing ratio B &Lt &

R+=A=t+—H
2022 2021
RMB’000 RMB'000
AR®BT T AREET T
1,472,293 1,492,845
9,016,938 8,158,402
16.3% 18.3%
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For the year ended 31 December 2022 #Z =L = —F+ = H=+—HILFE

3. FINANCIAL RISK MANAGEMENT
(CONTINUED)

3.3 Fair value estimation

The Group's financial assets include cash and cash equivalents, term
deposits placed with bank, receivables and financial assets at FVOCI.
Financial liabilities include payables, short-term borrowings and long-
term borrowings. The carrying amount of the financial assets and financial
liabilities approximate their fair values due to their short maturities.

Below analyses the Group's financial instruments carried at fair value by
level of the inputs to valuation techniques used to measure fair value.
Such inputs are categorised into three levels within a fair value hierarchy
as follows:

Quoted prices (unadjusted) in active markets for identical assets or
liabilities (level 1).

Inputs other than quoted prices included within level 1 that are
observable for the asset or liability, either directly (that is, as prices)
or indirectly (that is, derived from prices) (level 2).

Inputs for the asset or liability that are not based on observable
market data (that is, unobservable inputs) (level 3).

Details on the fair value measurement for financial assets at FVOC| are set
outin Note 12.

3. B R B A PR a0

3.3 & RN E

AEECREENFHEREREMREEE
W) RITEBER - REKRIBRARARBER
EAEEHF AR MEARENESRHEE - M
THAEEREMNFE  BHMERNERE
R ARENEMEEN SR A EHNEEDH
AHERE AtEmEERYEEAREER
S o

AT RIBAEHE R EE A ERMTATER
AR > DT AKERA R BEAR
MERTE - BEBARRARBEERER
RINT=FE :

RS o 8 R RIS BB (R
BE)(F1E) -

BT E1BBERERANREN  ZEENA
BEONREBERNEMEA - 7] SEZ (B
B s (BRBER) (B 2/8) -

B A B 530 36 4 R T B 1 45 B
HAGIFTRRSA) (38 -

R BErEBEZEFH A ARLMES K
TREENAABEFBRIINKE 12
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For the year ended 31 December 2022 #Z =L = —F+=H=+—HILFE

4. CRITICAL ACCOUNTING
ESTIMATES AND JUDGMENTS

Estimates and judgments are continually evaluated and are based on
historical experience and other factors, including expectations of future
events that are believed to be reasonable under the circumstances.

The Group makes estimates and assumptions concerning the future. The
resulting accounting estimates will, by definition, seldom equal to the
related actual results. The estimates and assumptions that have a
significant risk of causing a material adjustment to the carrying amounts
of assets and liabilities within the next financial year are addressed below:

(a) Net realisable value of inventories

Net realisable value of inventories is the estimated selling price in the
ordinary course of business, less estimated costs to completion and those
necessary to make the sale. These estimates are based on the current
market condition and the historical experience of manufacturing and
selling products of similar nature. It could change significantly as a result
of changes in consumer preferences and competitor actions in response
to severe industry cycles. Management reassesses these estimations by
each balance sheet date.

(b) Impairment of financial assets

The loss allowances for financial assets are based on assumptions about
risk of default and expected loss rates. The Group uses judgment in
making these assumptions and selecting the inputs to the impairment
calculation, based on the Group's past history, existing market conditions
as well as forward looking estimates at the end of each reporting period.
Details of the key assumptions and inputs used are disclosed in Note
3.1(b).

(¢) Income taxes

The Group is subject to income taxes in numerous jurisdictions.
Significant judgment is required in determining the worldwide provision
for income taxes. There are many transactions and calculations for which
the ultimate tax determination is uncertain. The Group recognises
liabilities for anticipated tax audit issues based on estimates of whether
additional taxes will be due. Where the final tax outcome of these matters
is different from the amounts that were initially recorded, such differences
will impact the current and deferred income tax assets and liabilities in
the period in which such determination is made.

A. B 6 Gt Ak T B R B

fAET A A & B AR - WREBELRM
HibAZAETHHE - BREBRIBR MAEY
ARREHFHEIETEAR

AEBERKEREFMREZ - IS
AHNEEE  ROGEEERAERMER - RX
HEEH NMEMBERENEEMAENEREE
EHERBFHENGAMBRRIHET

(a) FEREWEEEE

FENAERFEIRENBEREEEFH
A EE HRGAETKAREENLEK
R o 2 EfAETTIER B AT SR K S 55
ERBEMNTRER - BRIl REEEY
R K S T R IR B BRIR 1T T B T 2R ER
MITBHIREREL - EEEREESFTFE
EE AR B AR S -

(b) <&l 2 A

TREERKBREESENTENRRMELRE
REMBERMAER - REEE M RERANE
BT ENBAER  ERAKENEER -]
BTG IR A R & 3R B R RO AT BE M R
1THIE - AREFERORERERMBAERF
BRERHIE31(0)

(c) Wif3Bi
REBEZEEZEENERBBNAED - 258
EEHAEHERN FTEELERAE-F
HERGREAE Y ROREBREEEEZT
BEM - AEERBEHEL T EZHNEINIK
BfbEr - SRS EST EA MR AE o it
FEHNBREBBERAZYRENSED
[l - LS ERSEEEL L EE T BENE 5
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5. SEGMENT INFORMATION

The Board of Directors is the Group's chief operating decision-maker. The
Board of Directors has determined the operating segments for the
purposes of allocating resources and assessing performance.

The reportable operating segments derive their revenue primarily from (i)
the manufacture and sale of Chinese medicine of the Company in
Mainland China (“The Company” Segment), and (ii) Tong Ren Tang
Chinese Medicine and its subsidiaries engaged in manufacturing, retail
and wholesale of Chinese medicine products and healthcare products,
and provision of Chinese medical consultation and treatments outside
Mainland China and wholesale of healthcare products in Mainland China
(“Tong Ren Tang Chinese Medicine” Segment).

Other companies are engaged in processing and purchasing of Chinese
medicinal raw materials, sales of medicinal products, medical services and
advertising, etc. They do not form separate reportable segments as they
do not meet the quantitative thresholds required by IFRS 8.

The Board of Directors assesses the performance of the operating
segments based on revenue and profit after income tax of each segment.

5. rEbfE B
FFRAARENIDREE - BHRARR
SR EFGET TEEDE -

BELEDMAORREZRER : )V ARFE
FEAMRENMBETEER(AAT] 2
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B R ELERS - £ BRI ER
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For the year ended 31 December 2022 #HZE=ZF - —F+=H=+—HI-FEZE

5. SEGMENT INFORMATION conxtinveny 5. 85 B oo

The segment information provided to the Board of Directors forthe EHE_—_ZE-__F+_A=+—HIFFE A&
reportable segments for the year ended 31 December 2022 is as follows: ~ E&IRMHE G BHE D B D BRI -

Tong Ren
The Tang Chinese All
Company Medicine others Total

PN [E4= & Bl % Hith st
RMB’000 RMB’000 RMB’000 RMB’000
ARETR ARETr AR%®Trx AR%®Tx

Segment revenue 73 SFUZ A 3,491,666 1,495,315 1,904,434 6,891,415
Inter-segment revenue 73 3B & U A (41,987) (63,988) (793,599) (899,574)
Revenue from external customers 28 B YN 2% F HIUT A 3,449,679 1,431,327 1,110,835 5,991,841

Timing of revenue recognition YA HE 52 89 B [
Ata pointin time ERE—FIER 3,449,679 1,424,719 1,099,223 5,973,621
Over time £ — B R A FE R - 6,608 11,612 18,220

3,449,679 1,431,327 1,110,835 5,991,841

Profit for the year 4F & £} 329,472 595,004 77,144 1,001,620
Interest income A1 21 A 17,949 19,510 6,266 43,725
Interest expense F| 8.3 (48,382) (4,022) (1,394) (53,798)
Depreciation of property, plant and equipment

FEREEY - WEMREITE (94,473) (11,259) (64,852) (170,584)
Depreciation of right-of-use assets { A & E T & (24,686) (51,124) (6,698) (82,508)
Amortisation of other long-term assets E fth & B & 2= £ §4 (4,982) (2,733) (915) (8,630)
Provision for impairment of inventories 17 & Bk (B X512 (23,929) (364) - (24,293)
Reversal of/(Provision for) impairment of receivables

e FR IR R EE D] (5HE) 12,049 (5,538) 6,296 12,807

Share of profit/(losses) of investments accounted
for using the equity method

ZhHIEEREANENREN R (BEB)HEE 871 (60) = 811
Income tax expense P15 & (70,651) (116,193) (23,529) (210,373)

Segment assets and liabilities 2> S8 & EF & &

Total assets #2°& 6,207,899 3,704,062 2,572,807 12,484,768

Investments accounted for using the equity method

REREARNKRE 19,221 14,970 - 34,191
Additions to non-current assets " JEJ B & E RYIE A0 O 84,015 57,722 52,598 194,335
Total liabilities 42 & f& 2,316,608 422,491 728,731 3,467,830
o Excluding investments accounted for using the equity method, financial ~ ® TEBIEREZEABRENEE €T AMELENS

instruments and deferred income tax assets. THEEE -
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5. SEGMENT INFORMATION covrineeny 5. 2 #045 B o)

The segment information provided to the Board of Directors for the - E - —F+_A=1+—HIEFE " RE
reportable segments for the year ended 31 December 2021 is as follows:  SE&EMHAEMBE D LD ERAT ¢

Tong Ren
The  Tang Chinese All
Company Medicine others Total

AnE RAEEEZ HAh st
RMB'000 RMB'000 RMB'000 RMB'000
AREBETIT ARETIT ARBTT ARETRT

Segment revenue 7 ZBULA 3,285,732 1,291,760 1,385,198 5,962,690
Inter-segment revenue 73 2l & WA (28,062) (583) (533,558) (562,203)
Revenue from external customers 38 B 4N EEEF B A 3,257,670 1,291,177 851,640 5,400,487

Timing of revenue recognition YA M 52 #9 8%

At a point in time 7£ 5 — B 2532 3,257,670 1,254,644 823,376 5,335,690
Over time 1£ & — R ER AR - 36,533 28,264 64,797
3,257,670 1,291,177 851,640 5,400,487

Profit for the year F [& FI)} 322,069 540,316 4,459 866,844
Interest income A1 21 A 19,361 3914 4,776 28,051
Interest expense &8 3% i (55,886) (3,904) (2,006) (61,796)
Depreciation of property, plant and equipment

FENEEY  BELRETE (93,109) (10,838) (61922) (165,869)
Depreciation of right-of-use assets £ F#& & E T & (24,241) (45,320) (4,277) (73,838)
Amortisation of other long-term assets E {th & B & 2= £ §4 (4,960) (1,870) (3.178) (10 008)
Provision for impairment of inventories 17 & Bk (B XE #5112 (94,089) (48) - (94,137)
Reversal of/(Provision for) impairment of receivables

W R E R AR E R, (FHR) 11,379 (6,247) (512) 4,620
Provision for impairment of goodwill &2 5 (B 2 7T HE (900) - - (900)

Share of (losses)/profit of investments accounted
for using the equity method

THEEREARNRED (BB),WanhiE (2,034) 103 - (1,931)
Income tax expense P15 & (63,408) (105,195) (9610) (178,213)

Segment assets and liabilities 3 28 & E f & &
Total assets & E 6,006,755 3,102,052 2,485,059 11,593,866

Investments accounted for using the equity method

mEREARNKE 19,759 14,142 - 33,901
Additions to non-current assets " JEj B & Ry A0 O 64,524 67,698 69,857 202,079
Total liabilities #28 f& 2493218 231,078 711,168 3,435,464
0 Excluding investments accounted for using the equity method, financial TREREREARORE @R IAMELME

instruments and deferred income tax assets. HEE -
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5. SEGMENT INFORMATION coxtisuen)

Sales between segments are carried out at arm’s length. The revenue
from external parties reported to the Board of Directors is measured in a
manner consistent with that in the income statement.

The amounts provided to the Board of Directors with respect to total
assets and liabilities are measured in a manner consistent with that of the
financial statements. These assets are allocated based on the operations
of the segment and the physical location of the asset.

Revenues from external customers are derived from the sales of medicine
and provision of services. The breakdown of sales of medicine by region
is provided in Note 23.

The total of the non-current assets other than financial instruments and
deferred income tax assets located in Mainland China is
RMB2,882,589,000 (2021: RMB2,963,403,000), and the total of these non-
current assets located outside Mainland China is RMB460,424,000 (2021:
RMB429,213,000).

During 2022, revenue from one (2021: two) customer accounted for ten
percent or more of the Group's total external revenue. These revenues
are mainly attributable to the Company Segment and Tong Ren Tang
Chinese Medicine Segment. The revenues from these customers are
summarised below:

5. e B o

DHZ HHHEERR AN R ZRAET - ME
EERENIMBRAIRERBERAMUA —
MWZETR -

AEFERHEABBREENBRENTE &
HREPHHRER —BNZESN - WFEEER
B BB R TN E EFTRE MM ISETT D RC

KESMEEFP OB AIRB ZmiHE R RB
1 o BEan SHE 0 M@ 0 AT A0BIE 23 PR e

AP EAEREmEE MREMSHERE
ZHONKIIER BB E R K A A R 2,882,589,000
T(ZE=——F : AR®29634030007T) * M
REAMAINY L EIERBEERBRAAR
4604240000 —Z T = — F: AR
429,213,000 7T,) °

—ECF  F—R(ZE—F ZR)EFP
WAGAREERBINBEEFNBRRABTD 2T
AL ZFEWAETEREARF D EREC
ERESE c REZERFPHWABMAT

2022 2021
RMB'000

ARETT

RMB’000
AR® T

Entities under control of the ultimate holding company (excluding the Group)

SR AR TR N ERE (TREAEE) 1,579,847 1,324,906
Customer AV &5 AD N/A iE A 599,044
1,579,847 1,923,950

o During the year, revenue from Customer A was lower than ten percent of
the Group's total revenue.

O BPAREFEENKAGAEBERANL R
REDZt-
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6. PROPERTY, PLANT AND 6. BEERBEY - K kA
EQUIPMENT

Buildings and Equipment Motor Office
freehold land  and machinery vehicles equipment cp Total
BFRKA

BT KERE  ERIE HORE 0 ERIRE aaf
RMB000 RMB000 RMB000 RMB000 RMB000 RMB000
ARBTL ARETT ARETL ARETT AR%TT ARETR

Asat1January 2021 R=E=-—-F—-F—H

Cost AR 2,094,521 1226631 56,340 104,483 91,058 3573033
Accumulated depreciation 2517 (309,525) (505,829) (31,889) (64,846) - (912,089)
Accumnulated impairment Ji{E & - (11,214) - (380) - (11,594)
Net book amount BRI} $& 1,784,996 709,588 24451 39,257 91,058 2,649,350

Yearended 31 December 2021 HZ—E-_—F+_-A=1+—-HLEE

Opening net book amount E 1 T F (& 178499 709,588 24451 39257 91,058 2,649,350
Additions 3111 10,750 32520 307 6,468 106,748 156,793
Transferred from CIP EE L7288 A 74353 50953 235 5332 (130,873) -
Disposals J, > (333) (820) (9,793) (8449) - (19,395)
Depreciation #T & (50,306) (102,399) (2,676) (10617) - (165,998)
Exchange differences [& 5. Z %8 (5335) (340) (45) (299) - (6,019
Closing net book amount BiK B E$E 1814,125 689,502 12479 31692 66933 2614731

Asat31December2021 A=E=—F+_-A=1+—H

Cost FR AR 2,170,009 1,292,234 46451 103,283 66,933 3678910
Accumulated depreciation 25T #T& (355,884) (591,610) (33972) (71,237) - (1052,703)
Accumulated impairment Ji (B & - (11122) - (354) - (11476)

Net book amount SR & 1814125 689,502 12479 31,692 66,933 2614731
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6. PROPERTY, PLANT AND 6. FREEEEY - W5 R SEH
EQUIP]\]ENT (CONTINUED)

Buildings and Equipment Motor Office
freeholdland and machinery vehicles equipment (o] Total

BFRXA

Efti HeERE ERIA BORME ERIR ff
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARBTR  ARBTR ARBTR AR®TR AR®TR  ARETR

Yearended 31 December2022 BZ_E_—F+_-fA=1—-HLLEE

Opening net book amount £ #8R & 1,814,125 689,502 12,479 31,692 66,933 2,614,731
Additions 1 31,190 7,003 1,102 12,819 86,483 138,597
Transferred from CIP FER T 128 A 6,516 52,108 657 3,266 (62,547) =
Disposals i (162) (1,396) (121) (59) (1,203) (2,941)
Depreciation E (55,467) (99,835) (3,609) (12,256) - (171,167)
Exchange differences [ X £ % 10,181 1,061 100 470 - 11,812
Closing net book amount HiR SR FE 1,806,383 648,443 10,608 35,932 89,666 2,591,032

Asat31December202 A= E-—%#+-F=1-AH

Cost FXR 2,221,426 1,331,426 45,355 114,932 89,666 3,802,805
Accumulated depreciation R&T#& (415,043) (671,574) (34,747) (78,635) - (1,199,999)
Accumnulated impairment Jil & - (11,409) - (365) - (11,774)
Net book amount BRI /E (& 1,806,383 648,443 10,608 35,932 89,666 2,591,032

Depreciation expenses were charged to the consolidated income  ITEERESHFFERTBIIRAOT :
statements as follows:

2022 2021
RMB’000 RMB'000

AR¥ TR ARBTT

Cost of sales 85 A A% 148,255 146,932
Distribution expenses $4 & & 3 4,576 4777
Administrative expenses & 12 & A 17,753 14,289
170,584 165,998

As at 31 December 2022, the bank borrowing of AUD10,000 (equivalent R_ZT__F+_A=+—H  RITERAR
to approximately RMB47,000) (2021: AUD10,000 , equivalent to SENEBFROKAERE T HEREEERAXF R
approximately RMB46,000) is secured by buildings and freehold land of ~ 7C1,807,0007C * 18 & B A K #8448,000 7T
carrying amounts of AUD1,807,000 (equivalent to approximately (2021 : B K FIgE7C1,853,0007C  HHERAR

RMB8,448,000) (2021: AUD1,853,000 , equivalent to approximately & 8,508,0007T) /35 # - (B RS FRBRAH B
RMB8,508,000) of the Group (Note 19). 710,000 7T * & R AR®E 47,000 7T (2021 : R

AFEETT10,0007T * HHE R AR 46,0007T) (Ft
S¥19) o
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For the year ended 31 December 2022 #Z =L = —F+ = H=+—HILFE

7. LEASES 7. HME
(a) Right-of-use assets (a) PEAIRER A

Buildings Leasehold land Total
BF HELH &%

RMB'000 RMB'000 RMB'000
ARETT ARBTT ARBTT

Asat1January2021 R=E=-—F—F—H 109,078 548,238 657,316

Year ended 31 December 2021 BZ—E-—F+-A=+—HLEFE

Opening net book amount A #7185 % (& 109,078 548,238 657316
Additions 350 71,578 - 71,578
Disposals J&i 4> @117) - 4,117)
Depreciation #1 & (56,344) (19,303) (75,647)
Exchange differences [& 5, Z= %8 (3.816) (2,260) (6,076)

Closing net book amount #R BRI F (B 116,379 526,675 643,054

Year ended 31 December 2022 HZ—E-—F+-A=+—HLFE

Opening net book amount 3 )8R 1 H (& 116,379 526,675 643,054
Additions 3% 35,936 6,135 42,071
Disposals J& 4 (391) (13) (404)
Depreciation T8 (63,066) (19,442) (82,508)
Exchange differences [ i, 7 58 5,877 6,943 12,820

Closing net book amount B R BRI F (& 94,735 520,298 615,033

(b) Lease liabilities (b) MEHAME

As at 31 December

R+=A=+—H

2022 2021

RMB’000 RMB'000

AR%TFRT ARBTFT

Current it &) 47,972 63,809

Non-current 3£ B) 74,644 87,068

122,616 150,877
(¢)  The total cash outflow for leases in 2022 was RMB101,490000 2021:  (©) —F==FERAMEHENRDAL S
RMB92,764,000). AT ARAR101,490000(ZF = —F ¢

AR 92,764,0007T) ©
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For the year ended 31 December 2022 #Z =L = —F+=H=+—HILFE

8. INTANGIBLE ASSETS 8. MEEE

Patented

technology,

Contractual trademark
customer licence and
relationships computer

Goodwill and others software
E Vi3
EFER HEER
BERHEM HEL LG &%
RMB'000 RMB'000 RMB'000
ARETT ARETT ARETT

Asat1January2021 R=E=-—F—F—H

Cost K 44724 29,167 26,348 100,239
Accumulated amortisation 2 5% § (1,235) (24,608) (14,948) (40,791)
Net book amount BR EI/FE 43489 4559 11,400 59,448

Yearended 31 December2021 HZ—E-—&+_-A=+-ALLEE

Opening net book amount HA 1R T F & 43,489 4559 11,400 50,448
Additions &1 - - 12,236 12,236
Amortisation  $5 2 F - (1,078) (5,375) (6:453)
Impairment charge JifE 182k (900) - - (900)
Exchange differences [& %, Z %8 (1,186) (115) 87) (1,388)
Closing net book amount E R BR T F (& 41,403 3,366 18,174 62943

Asat31December2021 R=E=-—fF+=-A=1+—H

Cost B A& 43,538 28639 38486 110,663
Accumulated amortisation and impairment 2 5t S5 {E %45 (2135) (25,273) (20312) (47,720)
Net book amount BRI /¥ & 41403 3,366 18,174 62,943

Yearended 31 December2022 HZ—E-_—&F+_-A=+-ALEE

Opening net book amount HA#1R E1/F{E 41,403 3,366 18,174 62,943
Additions &1 - = 2,900 2,900
Amortisation % 35 F = (1,122) (6,398) (7,520)
Exchange differences [& i, Z %8 3,741 272 563 4,576
Closing net book amount H R BRI F1E 45,144 2,516 15,239 62,899

Asat31December2022 R=E==%+=-F=+—-H
Cost LK 47,279 30,490 42,078 119,847

Accumulated amortisation and impairment 25+ 5715 (B4 (2,135) (27,974) (26,839) (56,948)

Net book amount BRE1 (& 45,144 2,516 15,239 62,899
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For the year ended 31 December 2022 #Z =L = —F+ = H=+—HILFE

8. INTANGIBLE ASSETS «conxrinven)

The goodwill acquired in the acquisitions of Honour Essence and Tong
Ren Tang Chengdu during 2015 is allocated to each unit respectively. As
at 31 December 2022, goodwill allocated to Tong Ren Tang Chinese
Medicine Segment and other segments is RMB44,146,000 and
RMB3,133,000 respectively. The recoverable amounts of these CGUs are
determined based on value-in-use calculations. These calculations use
cash flow projections based on financial budgets approved by
management covering a five-year period. Cash flows beyond the five-
year period are extrapolated using estimated growth rates of 3% and 0%
for Honour Essence and Tong Ren Tang Chengdu respectively. Other key
assumptions used for value-in-use calculations include 16% (2021:16%)
and 12% (2021:12%) discount rates applied to the cash flow projections
of Honour Essence and Tong Ren Tang Chengdu respectively.

Management determined annual volume growth rate for Honour Essence
ranging 1% to 8% (2021: 3% to 6%), covering over the five-year forecast
period to be a key assumption. The volume of sales in each period is the
main driver for revenue and costs. The annual volume growth rates are
based on past performance and management's expectations of market
development. The discount rates used are pre-tax and reflect specific risks
relating to the relevant business.

Amortisation expenses were charged to the administrative expenses and
cost of sales in the consolidated income statements.

8. BIEEEw

B AFKBEARESMRILCEXKEES
NEEED R0 mitﬂﬁﬁﬁﬁ“_ o AT
T _F+_A=1+—8 HEIRCEEHE
5 2B A H @%%“%Mﬁﬁ 7Rl A AR
MﬂwmmﬂAE%wﬁwm;ﬁiFm
BrmrlkEeBRBERERTE - HE

ANFIARERETEA - Wﬁ%ﬁ@%&mﬂi
HBTHIEE - KEAESMRACEXESBBEZR
FHNBE S RED BIFA 3% & 0% M haHg &
RELEE - KEEFNMECEXSEFERE

ENtERFERNEGERBRRERIETER
SREEASAER16%(ZF - —F : 16%)
F12%(ZZF=——F : 12%) BLIR K o

M@Fﬁik?%%ﬁi%%ﬁﬁgmiﬁi
MEERBINESW(ZTEZ—F : 3% 2 6%) =
— (B REE - t%M%EE%Aﬁ&$%I
ZERFHAE - %iﬁE@E@FL&%ﬁﬁ%
BEYMEEREMNBHMTE - AR
RAETATLEE - W R EARET ¥Mﬁﬁﬂwo

BHEREAMHIBRAGFTATEERNESE
PR o
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For the year ended 31 December 2022 #Z =L = —F+=H=+—HILFE

9. SUBSIDIARIES, JOINT VENTURES 9. ¥+2H# -~ 8824w kEE AW
AND ASSOCIATES
(a) Subsidiaries (a) T4
The following is a list of principal subsidiaries as at 31 December 2021and N X &I R —_E - —FR T -_—_F+ A
2022: =+—BWMEEFRA:
Place/date of
incorporation/ Effective equity Issued/registered/  Principal activities/
kind of legal entity interest held paid-up capital  place of operation
R BERfT/
B KA AER igss 1o 4 o/ BERER  FEERALE
2022 2021
Beijing Tong Ren Tang Henan Technological Henan, PRC 51%* 519%* RMB4,000,000  Cultivating, selling and
development of Chinese Medicinal Raw Materials 24 October 2001 technological development of
Co, Limited ('Tong Ren Tang Henan’) Limited liability company Chinese medicinal raw materials
Henan, PRC
FRACEAEPERREREERAR TR ARE40000007T  FENER  HE PEME
((AEETE)) 20015108248 i 2
BREFAT LA
Beijing Tong Ren Tang Hubei Chinese Medicinal Hubei, PRC 51%* 519%* RMB3,000000  Cultivating, purchasing and selling
Raw Materials Co, Limited 26 October 2001 of Chinese medicinal raw
('Tong Ren Tang Hubei’) Limited liability company materials
Hubei, PRC
ERRCZ M EHBRAR PR AR®30000007  HENEE  WE - HE
UG5 3)) 20015108268 PR
BREART
Beijing Tong Ren Tang Zhejiang Chinese Medicinal Zhejiang, PRC 51%* 51%* RMB10,000,000  Cultivating, purchasing and selling
Raw Materials Co, Limited 31 October 2001 of Chinese medicinal raw
(‘Tong Ren Tang Zhejiang’) Limited liability company materials
Zhejiang, PRC
GTRACEMIPENERAT REAIT ARH100000007T  PEMERE - U - HE
(TAEEWI) 2001104318 PEIT
BREART
Beijing Tong Ren Tang Hebei Technological Hebei, PRC 51%* 51%* RMB40,000,000  Cultivating, purchasing and selling
development of Chinese Medicinal Raw Materials 19 November 2001 of Chinese medicinal raw
Co, Limited ('Tong Ren Tang Hebei') Limited liability company materials
Hebei, PRC
ERRCET P EHHEREERAR) PRI I AR 400000007  HENEE - WE - HE
UEE=-5:59)) 200111 A 198 PR
BREART

* Effective equity interests directly held by the Company * AR A HE N ER
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For the year ended 31 December 2022 #Z =L = —F+ = H=+—HILFE

9. SUBSIDIARIES, JOINT VENTURES 9. *2A7# -~ &8A7kESAT
f\ND ASS()C.IATES (CONTINUED) (%)
(a) Subsidiaries (Continued) (a) ?é\\ﬂ (%)

Place/date of
incorporation/
kind of legal entity

R E
AAREALER

Principal activities/
place of operation

FTERBNCE D

*

Beijing Tong Ren Tang Tongke Pharmaceutical
Company Limited
('Tong Ren Tang Tongke')
FRRCERREXERELRT
(IREEEN])

Beijing Tong Ren Tang Technologies
(Tangshan) Co, Ltd
("Tong Ren Tang Technologies Tangshan’)

ERACENRER(EL)ERAR
(BEENREL])

Beijing Tong Ren Tang Technologies
Chengdu Co, Ltd
("Tong Ren Tang Chengdu’)

ERACERRERKBERAA
((BEER#))

Beijing Tong Ren Tang
Chinese Medicine Company Limited
('Tong Ren Tang Chinese Medicine')

ERRACEREERAR"
((RCZEE])

Effective equity interests directly held by the Company

Beijing, PRC

4 November 2003
Limited liability company
HEER

2003411 A4H
BREFAT

Hebei, PRC
17 June 2015
Limited liability company

B L
015F6 7178
BREMAF

Sichuan, PRC
26 February 2003
Limited liability company

FEIPL)
2003F2A26H
BREMAF

Hong Kong, PRC
18 March 2004
Limited liability company

FEES
2004F3 7180
BREMAF

Effective equity Issued/registered/

interest held paid-up capital

B/

Frisgngs it/ EWER
2022 2021

95%* 95%* RMB75,000,000

AR 750000007C

100%*  100%" RMB850,000,000

AR 850,000,0007C

51%* 519%* RMB53,061,200

AR 530612007

38.05%*  38.05%" HKD938,789,000

75938789000 7T

Production of cintment, medical
research and development

Beijing, PRC

HETH  BERMWRE

HEIER

Production (including extraction)
of Chinese medicine, food and
healthcare products

Hebei, PRC

EERETRE(ZTER
) RmRkiREm

BT

Production and processing of
biochemical products and
Chinese medicine, extraction
and processing of plants

Sichuan, PRC

B MIEEmAHEH
BIRRAEM M RRER

HRE Il

Manufacturing, retail and
wholesale of Chinese medicine
products and healthcare
products and provision of
Chinese medical consultation
and treatments

Hong Kong, PRC

REERMRERNEE T
ERBBIREPEDER

HEEE

* HARFEEF B B
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AND ASS()(JIATES (CONTINUED)

Subsidiaries (Continued)

SUBSIDIARIES, JOINT VENTURES 9. +2¥] -

()
(a) T2AH@

Place/date of
incorporation/
kind of legal entity

R E
AAREALER

Effective equity
interest held

FrEERER

2022

Issued/registered/

paid-up capital

BRf/

it/ EWER
2021

Principal activities/
place of operation

FTERBNCE D

*

Beijing Tong Ren Tang Second Traditional
Chinese Medicine Hospital Co,, Ltd?
("Tong Ren Tang Second Traditional
Chinese Medicine Hospital’)

IRRACEE—PRERAREELRA"
(BCEE-TEER])

Beijing Tong Ren Tang Nansanhuan Zhonglu
Drugstore Co, Limited®
('Nansanhuan Zhonglu Drugstore’)
FRRCEE=RTREERRRR?
((E=RPEEE])

Beijing Tong Ren Tang Yanbian Chinese Medicinal
Raw Materials Co, Limited
('Tong Ren Tang Yanbian')
FRACETEPEENERAT
((Rf2ER])

Beijing Tong Ren Tang Anhui Chinese Medicinal
Raw Materials Co, Limited
('Tong Ren Tang Anhui’)

ERACEZBPENERARA
((BEER#))

Effective equity interests directly held by the Company

Beijing, PRC
12 September 2000
Limited liability company

FELR
200094128
BREMAF

Beijing, PRC

28 April 2004

Limited liability company
HEER

20044 A28
BREFAT

Jilin, PRC

24 September 2004
Limited liability company
hEEM
2004497240
BREFAT

Anhui, PRC
18 October 2004
Limited liability company

REZH
200410 A 188
BREMAF

51%*

51%*

51%*

51%*

100%* RMB10492914
ARE104929147C

100%* RMB500,000
AR 5000007T

519 RMB4,000,000
AR 40000007T

519%¢ RMB24,000,000
AR 240000007T

Internal and external surgery,
medical examination, traditional
Chinese medicine department
and hospital management

Beijing, PRC

AoNE - BEiE - BRI
RERER

HEIER

Sales of medicinal products
Beijing, PRC

EmiE
FELR

Cultivating and selling of Chinese
medicinal raw materials

Jilin, PRC

hEMER - HE

)

Cultivating, purchasing and selling
of Chinese medicinal raw
materials

Anhui, PRC

RENTEE W BE

HEZH

* HARFEEF B B
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SUBSIDIARIES, JOINT VENTURES 9. ¥#2#] -~

AAND ASS()(JIATES (CONTINUED)

Subsidiaries (Continued)

()
(a) T2AH @

G- PGV 2 E -

Place/date of
incorporation/
kind of legal entity

R E
AAREALER

Principal activities/
place of operation

FTERBNCE D

*

Beijing Tong Ren Tang WM Dianorm
Biotech Co, Limited ¥
(‘Tong Ren Tang WM’)

tRACEEREENRMERARTY
((R-2EmE])

Beijing Tong Ren Tang Chinese Medicine
(Hong Kong) Group Co, Ltd.
("Chinese Medicine Group')

TRRCZEE(RE) RBERAA
((B#&E))

Beijing Tong Ren Tang Xing An Healthcare
Technologies Co, Limited
('Tong Ren Tang Xing An Healthcare")

IRACERLRENZEREELF
(BELERZRRE))

Beijing Tong Ren Tang Century Advertising
Co, Limited
('Tong Ren Tang Century Advertising”)
ERACEELEEBRAR
((REEtLES))

Effective equity interests directly held by the Company

Beijing, PRC

20 February 2001
Sino-foreign equity joint
venture

FELR
2001F2A8 208
FONGERE

Hong Kong, PRC

1 March 2012

Limited liability company
hEEE
01243718
BREFAT

Beijing, PRC
14 April 2004
Limited liability company

FELR
2004F4 A 148
BREMAF

Beijing, PRC

25 September 2013
Limited liability company
HEER
013F9A25H
BREFAT

Effective equity Issued/registered/

interest held paid-up capital

B/

Frisgngs it/ EWER
2022 2021

60%* 60%* USD3,000,000

7T3000,0007C

53.09%*  5309%" HKD75,000,000

7750000007

51%* 519* RMB69,000,000

AE# 690000007

100%*  100%* RMB1,000,000

AR 1,0000007C

Technological development and
sales of biological products,
Chinese and western medicines,
cosmetics and healthcare
products

Beijing, PRC

EWRm  PAE - {Likmil
RERMEBRITHEREE

HEIER

Investment holding
Hong Kong, PRC

REER
FEER

Cultivating, purchasing and selling
of Chinese medicinal raw
materials, production and
selling of tea drinks product
series and foot care product
series

Beijing, PRC

RENRE W HE R
FERREABEDLE
HE

HEIER

Advertisement services
Beijing, PRC

EERIRE
FELR

* HARFEEF B B
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9. SUBSIDIARIES, JOINT VENTURES 9. #2A# -~ &88A7KEESAA
AND ASS()C.IATES (CONTINUED) (%)

(a) T2HE @

(a) Subsidiaries (Continued)

Place/date of
incorporation/
kind of legal entity

Effective equity
interest held

Issued/registered/
paid-up capital
B/

it/ EWER

Principal activities/
place of operation
KA
RHREAER FisRR gL
2022 2021

FTERBNCE D

Beijing Tong Ren Tang (Tangshan) Nutrition and Hebei, PRC 74%* 74%* RMB170,000,000  Production and sales of healthcare
Healthcare Co, Ltd 13 September 2010 products and Chinese medicine
('Tong Ren Tang Tangshan Healthcare’) Limited liability company Hebei, PRC

TRACE (B EEREAERAR REIL AR#1700000007  REERRTELERHE
(BEEELRRER]) 2010F9A 138 PR

BEREAATF

Beijing Tong Ren Tang Technologies (Liaoning) Liaoning, PRC 51%* 51%* RMB136,000,000  Production and sales of deer series
Pharmaceutical Company Limited 25 July 2018 Chinese medicine and
('Tong Ren Tang Liaoning’) Limited liability company healthcare food

Liaoning, PRC

ERACE (RE)MEEXARAR PEEE AR# 13600000070 BRFITRERRRRGEE

(IR-EEZ]) 2018574258 Ry
BREADH mEEE

Beijing Tong Ren Tang Technologies (Xingtang) Hebei, PRC 51%* 51%* RMB66,000,000  Cultivation technology
Donkey Industry Company Limited 15 March 2019 development, production and
('Tong Ren Tang Xingtang') Limited liability company sales of food

Hebei, PRC

ERACERBRR (TR EXARAF R I ARH 660000007 EBRMWHE  R@MIK

(IR-ETE]) 201937158 e
BREFAT BT

Tongyao (Suzhou) Pharmaceutical Company Limited  Jiangsu, PRC 51%* - RMB18,000,000  Wholesale and retail of medicine

('Tongyao (Suzhou)’) 25 March 2022 products
Limited liability company Jiangsu, PRC

R (&M BEAR AR BT AEB180000007 HERTEER

(TR (& M) ) 202%34258 BT &
BEREARATE

* Effective equity interests directly held by the Company

* HARFEEF B B
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9. SUBSIDIARIES, JOINT VENTURES 9. 72A# -~ &%/

AAND ASS()(JIATES (CONTINUED)

(a) Subsidiaries (Continued)

For the year ended 31 December 2022 #Z =L = —F+ = H=+—HILFE

()
(a) T2AH @

>
al
=
5
I
>
&l

Place/date of
incorporation/
kind of legal entity

R E
AAREALER

Principal activities/
place of operation

FTERBNCE D

Beijing Tong Ren Tang Hebei Chinese

Medicinal Industry Co, Ltd

('Tong Ren Tang Hebei Industry’)

ERRACETLPENEXERD

((BEETLER])

Beijing Tong Ren Tang International

Natural-Pharm Co, Ltd.

('Tong Ren Tang International Natural-Pharm’)

IRACERREXARAT]
((BLERREE])

Beijing Tong Ren Tang Australia Pty. Ltd.

('Tong Ren Tang Australia’)

ERACE (RAME)BERAT]

(BEERARE])

Beijing Tong Ren Tang Science Arts

(Singapore) Co Pte. Ltd.

(‘Tong Ren Tang Singapore’)

ERRACEN R (RE)LABRAT]

(TEM-E 5% ])

* Effective equity interests directly held by the Company

=l

Hebei, PRC
11 August 2022
Limited liability company

B E
02F8A11H
BREMAF

Beijing, PRC
6 March 2006
Limited liability company

FELR
2006F3A86H
BREMAF

Sydney, Australia
20 May 2004
Limited liability company

BANEER
2004%F5 8208
BREMAF

Singapore
1 December 2003
Limited liability company

N
2003F12A1H
BREMAF

e Effective equity interests directly held by Tong Ren Tang Chinese Medicine

Effective equity Issued/registered/

interest held paid-up capital

B/

Frisgngs it/ EWER
2022 2021

51%* - RMB8,000,000

ARH80000007C

100%**  100%** HKD10,000,000

7%10000,0007C

75%*  759* AUD1,000,000

EAMZETT 10000007
51%**  519* SGD857,000
A I T 857,000 7T

Cultivating, purchasing and selling
of Chinese medicinal raw
materials

Hebei, PRC

REEN TR - R - HE

HET L

Sales and distribution of Chinese
medicine products and
healthcare products

Beijing, PRC

HERDHHEENEREM

HEIER

Wholesale and retail of Chinese
medicine products and
healthcare products and
provision of Chinese medical
consultation and treatments

Sydney, Australia

HERZEREEREREM
URRERED BRRH

BAMEEE

Wholesale and retail of Chinese
medicine products and
healthcare products and
provision of Chinese medical
consultation and treatments

Singapore

HERZEMEEREREM
URRERED BRRH

R

* HA R B HE A E R e
MR EEEEEE BT s
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9. SUBSIDIARIES, JOINT VENTURES 9. #2A# -~ &88A7KEESAA

AND ASSOCIATES «contiznven) (%)
(a) Subsidiaries (Continued) (a) ?é\\ﬂ (%)
Place/date of
incorporation/ Effective equity Issued/registered/  Principal activities/
kind of legal entity interest held paid-up capital  place of operation
R BB/
RHREAER FisRR gL it/ BhER TEERANLSEH
2022 2021
Beijing Tong Ren Tang (Toronto) Inc. Toronto, Canada 51%%**  51%* CAD497300  Retail of Chinese medicine
('Tong Ren Tang Toronto’) 24 June 2010 products and healthcare
Limited liability company products and provision of
Chinese medical consultation
and treatments
Toronto, Canada
FRACE (ZR%)ERAR nex%mw% MEAT4973007  TEPEERAREMARE
(82202 2010568248 GUEEZ 3y
BEREAATF IEYNS -E
Beijing Tong Ren Tang (Macau) Company Limited Macau, PRC 51%%**  51%* MOP1,000000  Wholesale and retail of Chinese
(‘Tong Ren Tang Macau’) 28 October 2002 medicine products and
Limited liability company healthcare products and

provision of Chinese medical
consultation and treatments

Macau, PRC
FRACE (P ERAH R BFIT1000000  BERTEPEEMRRER
(IRf2RA]) 2002F 104288 R BD BRI
BREFAT BB
Beijing Tong Ren Tang Gulf FZ-LLC Dubai, United Arab Emirates 51%%**  51%** AED1,920,000  Retail of Chinese medicine
('Tong Ren Tang Gulf') 8 June 2011 products and healthcare
Limited liability company products and provision of
Chinese medical consultation
and treatments
Dubai, United Arab Emirates
IRACEEEERAR(RLESE]) PR (AR & E R ME NS  TEREERRRERARRE
2011F6A8H 19200007 HRAPEDERB
BREFAT PR RE A REEE

® ffective equity interests directly held by Tong Ren Tang Chinese Medicine » AECEEEEERENERER
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9. SUBSIDIARIES, JOINT VENTURES 9. ¥4 # -~ #8A7kESAA

AND ASS()(;IATES (CONTINUED)

(a) Subsidiaries (Continued)

(#1)

(a) T4 HE

Place/date of
incorporation/
kind of legal entity

B %
R EIN-

Principal activities/
place of operation

FTERBNCE D

Warsaw, Poland
26July 2012,

Beijing Tong Ren Tang Poland sp.zo.o.
('Tong Ren Tang Poland’)

Limited liability company

ERACEORE) BERAR(BECERE]) HEED
012F7826H

BREALH

Seoul, South Korea
10 March 2014

Beijing Tong Ren Tang (Seoul) Company Limited
('Tong Ren Tang Seoul’)

Limited liability company

ERACE (HE) A et BEER
((BfEEHA]) 20143108
BREALNT

Vancouver, Canada
11 January 2002

Beijing Tong Ren Tang Canada Co. Ltd.
("Tong Ren Tang Canada’)

Limited liability company

ERACE(MEX)BRAE MERBTE
((RCEMEX]) 002F1 A1 E
BREALNT

e Effective equity interests directly held by Tong Ren Tang Chinese Medicine

*¥

Effective equity Issued/registered/

interest held paid-up capital

BT/

FisRR gL it/ BRES
2022 2021

100%**  100%** Zloty130,000

KB R&R 1300007

51%**  519%* WONT,052,000,000

§871.1,052,0000007C

51%**  519%* CAD1,000,000

AT 1,000,000 70

Retail of Chinese medicine
products and healthcare
products and provision of
Chinese healthcare treatments

Warsaw, Poland

TEPEERERRRURE
HABDRRHG

REED

Wholesale of Chinese medicine
products and healthcare
products

Seoul, South Korea

HEPEERRRER
GHER

Retail of Chinese medicine
products and healthcare
products and provision of
Chinese medical consultation
and treatments

Vancouver, Canada

TEPEERERRRURE
HABDRRHG

NERRFE

MR 2 B A B e



RO EEHR

A6 [ A= B B B 9% R RO AT R A

Notes to the Consolidated Financial Statements (Continued)

o OF 9 B e B v (%)

For the year ended 31 December 2022 #Z =L = —F+=H=+—HILFE

9. SUBSIDIARIES, JOINT VENTURES 9. +2%u - 8420 kEE A
AND ASS()(;IATES (CONTINUED)

(a) Subsidiaries (Continued)

()
(a) T2AH @

Place/date of
incorporation/
kind of legal entity

B %
R EIN-

Effective equity
interest held

Issued/registered/
paid-up capital
B/
Frisgngs it/ EWER
2022 2021

Principal activities/
place of operation

FTERBNCE D

Beijing Tong Ren Tang (Auckland) Company Limited ®  Auckland, New Zealand

('Tong Ren Tang Auckland’)

IRACE(RRR)ERARTY
(B-EZRRH])

Beijing Tong Ren Tang Tong Xin Tong Le
Company Limited
("Tong Ren Tang Tong Xin Tong Le")

ERRCERUFAEERAR
((BEERVEL))

Honour Essence Trading Limited
("Honour Essence’)

ALEHBRAT]
Py~-tl)

2 May 2014
Limited liability company

NRARRERE
014F5828
BREMAF

Hong Kong, PRC
19 May 2014
Limited liability company

FEES
014%F5819H
BREMAF

Hong Kong, PRC
10 March 1997
Limited liability company

FEES
1997F3A 108
BREMAF

e Effective equity interests directly held by Tong Ren Tang Chinese Medicine

100%**  100%** NZD2,000,000
HFR7T 2,000,000 7T

100%*  100%** HKD10,000
B£10,0007T

51%%% 5105 HKD2,000
A 0007T

Retail of Chinese medicine
products and healthcare
products and provision of
Chinese medical consultation
and treatments

Auckland, New Zealand

TEPEERERRRURE
HABDRRHG

MEERERR

Retail of Chinese medicine
products and healthcare
products and provision of
Chinese medical consultation
and treatments

Hong Kong, PRC

TEPEERERREURRE
HABDRRHG

HEEE

Wholesale of Chinese medicine
products and healthcare
products

Hong Kong, PRC

BEPEERERER

HEEE

MR EEFEEEE AT s
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9. SUBSIDIARIES, JOINT VENTURES 9. ¥+2%u > 8426 kEE A
AND ASS()(}IATES (CONTINUED)

(a) Subsidiaries (Continued)

(#1)

(a) T2AH @

Place/date of
incorporation/
kind of legal entity

R
EEVEIN
2022

Effective equity
interest held

B
2021

Issued/registered/
paid-up capital
B&f1/

it/ EWER

Principal activities/
place of operation

FTERBNCE D

Beijing Tong Ren Tang Vancouver
Healthcare Center Co,, Ltd
('Tong Ren Tang Vancouver’)

ARACERTERETLBRAT]
((E-ER3FE])

Sichuan Sihui Pharmaceutical Co. Ltd.
("Sihui Pharmaceutical’)

) B mEEEBRAR
((mEZx])

Beijing Tong Ren Tang (Hainan) Holding Co, Ltd
(‘Tongrentang Hainan")

ERACE (g ERBRAT
((AzEmE)

Vancouver, Canada 51%%**
19 January 2016
Limited liability company

NeERRTE
2016F1A19H
BREMAF

Sichuan, PRC 60%**
19 September 2012

Limited liability company

FEI

012694198

BEREAATF

Hainan, PRC

31 December 2021
Limited liability company
HESHE

01 F 128318
BREADF

100%**

e Effective equity interests directly held by Tong Ren Tang Chinese Medicine

571%™ CAD1,000,000

A% AT 1,000,000 T

- RMBT,000,000

AEE1,0000007T

- RMBS5,000,000

AFEE5,0000007T

Retail of Chinese medicine
products and healthcare
products and provision of
Chinese medical consultation
and treatments

Vancouver, Canada

TEPEERERRRURE
HABDRRHG

NERRFE

Wholesale of Chinese medicine
products and healthcare
products

HEPEERRRER

Wholesale of Chinese medicine
products and healthcare
products

HEPEERRRER

MR 2 B A B e
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(#)

For the year ended 31 December 2022 #Z =L = —F+=H=+—HILFE

9. SUBSIDIARIES, JOINT VENTURES
AND ASSOCIATES covrizuen

(Zl) Subsidiaries (Continued)

(1) Tong Ren Tang Chinese Medicine was incorporated in Hong Kong in
2004, and the shares of which were listed on the GEM of the Stock
Exchange in May 2013. Tong Ren Tang Chinese Medicine then
transferred listing of its shares to the MB of the Stock Exchange in
May 2018 (stock code: 3613.HK). Beijing Tong Ren Tang Company
Limited (“Tong Ren Tang Ltd.") held 33.62% equity interest in Tong
Ren Tang Chinese Medicine. Although the Group holds less than
half of the equity interest, it has secured 71.67% of the voting rights
at the general meeting of stockholders of Tong Ren Tang Chinese
Medicine by virtue of a concert party agreement with Tong Ren
Tang Ltd.. Consequently, the Group consolidates Tong Ren Tang
Chinese Medicine.

(2) On 31 August 2022 and 30 November 2022, the Company disposed
49% equity interests in Nansanhuan Zhonglu Drugstore and 49%
equity interests in Tong Ren Tang Second Traditional Chinese
Medicine Hospital to Beijing Tong Ren Tang Medical Caring Industry
Investment Group, Co,, Ltd. (“Tong Ren Tang Medical Caring’) at a
consideration of RMB19,376,000 and RMB42,011,000 respectively.
The interest in the share of the identified net assets of Nansanhuan
Zhonglu Drugstore and Tong Ren Tang Second Traditional Chinese
Medicine Hospital at disposition date were RMB14,394,000 and
RMB19,879,000 respectively.

(3) On 30 September 2021, Tong Ren Tang Chinese Medicine acquired
40% equity interests in Tong Ren Tang WM from non-controlling
interests at a consideration of RMB33,109,000. The carrying amount
of Tong Ren Tang WM on the acquisition date was RMB10,395,000.
The Company and Tong Ren Tang Chinese Medicine own 60% and
40% interests in Tong Ren Tang WM respectively after the
acquisition.

(4) Tong Ren Tang Chinese Medicine acquired 49% equity interests in
Tong Ren Tang Auckland from non-controlling interests at a
consideration of RMB13,574,000 on 31 December 2021. The carrying
amount of Tong Ren Tang Auckland at acquisition date was
RMB8,449,000. Tong Ren Tang Chinese Medicine owns 100%
interests in Tong Ren Tang Auckland after the acquisition.

Material non-controlling interests

As at 31 December 2022, the total non-controlling interest was
RMB2,534,187,000 (31 December 2021: RMB2,178,923,000), of which
RMB2,114,697,000 (31 December 2021: RMB1,830,517,000) was for Tong
Ren Tang Chinese Medicine. The non-controlling interest in respect of
others is not material.

Set out below are the summarised financial information for Tong Ren
Tang Chinese Medicine that has non-controlling interests that are
material to the Group.

9. FouE -~ 88 E RS AT

(#)
(a) T2n @

1 REERZER-_ZZNFEERERBIMAK
VAN ﬁﬁimﬁéffﬁ:iﬁﬂﬁﬁé‘%ﬁ@ﬁﬁaﬂﬁ
REEET AR N\FRABEHR
P EAR £ (BERAAS - 3613HK) » dEREC
ERMHERAR(RCERG DFERCE
B %% 33,6290 1O LA o B RASER B AT A LD /)N
50%  BRAEEARCERNHDRE —
BITHIHE B NBUSIRRKRE 71.67% %
RIE - FTARSE B R ZHEWAS 8
o

Q RZZEZZ—fN\A= + Eﬂ]f?::
+T—A=Z+HB A2A9HUNARE
1937600075%11/\E¢§42011ooosz’n%ﬂ%‘;FﬁJ
IRRCEEEEEREEEEARAA(E
CEBEEETH - RBPREE49% K
BRECEE BT 49% M RIE - B =
RAREERFRCEE —_hEERAEEH
MNEZBEMAIHRFEENEINAARE
14,394,000 70 &2 A R 19,879,000 7T,

() 2021F9A30R M- =EH%RB AR
33,109,000 JC Y ¥ B M) JEIE IR i s I FE T R
EERE0%0RE - RCEERENIE
AR BREE A AR 10395000 7T ° X5 58K
% ARRMBECERESRFFRCES
8 60% A1 409 HI RS HE o

@ 20VFNANBE - ALCEBEAARKE
13,574,000 7o B ¥ E A FEFZE AR A 2 R 7 R
EETHE 4% M IE - BLCERTHNIKE
BEBRMEE A AR 84490007 © X 5 K
% EMCEESEE R E TR 00%M4E -

EWN:E S ed £

MR_ZE-_—F+_A=+—8  JEZslEEzs

B 4a%E B AR 25341870000 ( Z T = — 4

+-A=+—H: AR¥21789230007T) @ &

FARM21146970000 (- —F+ A

:+ H: AR®1,830517,00070) BRRIC &
HE BB EERTERX -

AT AB A EBERNIFES EESRT
EHENPBEERE -
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9. SUBSIDIARIES, JOINT VENTURES 9. T2 - &85 v KLBE A
AND ASSOCIATES conrinven) (#1)

(a) Subsidiaries (Continued) (a) T2uEm

Material non-controlling interests (Continued) BEARMFEHMER @

Summarised balance sheet BEEEXBE

Tong Ren Tang Chinese Medicine
iR =7E
As at 31 December

Rt=R=+—~H
2022 2021
RMB’000 RMB000
ARBTFRT ARBTT

Current i &
Assets & & 3,290,087 2,679,120
Liabilities & & (373,911) (174,194)
Total current net assets i B )% & B 4258 2,916,176 2,504,926

Non-current 35 B)

Assets & &= 484,354 456,361

Liabilities & & (60,666) (67,388)

Total non-current net assets 3E R BN E & EE 4848 423,688 388,973
Net assets J# & & 3,339,864 2,893,899

Non-controlling interests FE4% il |4 & 25 (119,976) (99,200
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9. SUBSIDIARIES, JOINT VENTURES 9. 27 > 5826 kE

AND ASS()(;IATES (CONTINUED)

it

4 7

(#1)
(a) Subsidiaries (Continued) (a) T2HE @
Material non-controlling interests (Continued) EARH ISR @
Summarised statement of comprehensive income HENERBE

Tong Ren Tang Chinese Medicine

E{-EE %

2022 2021

RMB’000 RMB'000

AR®F T ARETTT

Revenue YZ A 1,495,315 1,291,760
Profit before income tax Bk FT{S 84 A1 1) )H 712,640 645,519
Income tax expense PT{S 74 & F (116,193) (105,195)
Profit for the year 4 [& FIJ 596,447 540,324
Other comprehensive losses EAth 47 & 185k 258,571 (81,162)
Total comprehensive income 4r & Wz & &1 855,018 459,162

Total comprehensive income allocated to non-controlling interests

fralEs iR IFES Itk 547,581 296,721
Dividends paid to non-controlling interests A% 8. 37 1< F JEI= $I MERE RS 263,556 122,704
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9. SUBSIDIARIES, JOINT VENTURES 9. 72 # - 825 % &SN A

I

AAND ASS()(JIATES (CONTINUED)

(#7)
(a) Subsidiaries (Continued) (a) T2uEm
Material non-controlling interests (Continued) BEARMFEHMER @
Summarised statement of cash flows BEREXBE

Tong Ren Tang Chinese Medicine

E{-EEZE
2022 2021
RMB’000 RMB'000
AR® TR ARETTT
Cash generated from operations 4% ‘& & EH U 2 I IR & 488,828 758,815
Income tax paid 31 B FT15HE (16,533) (114,307)
Net cash generated from operating activities &£ & E SR EIMIR &R EF 58 472,295 644,508
Net cash generated from/(used in) investing activities
REBHWE, ()R SIREFHE 292,036 (220373)
Net cash used in financing activities 2 & BB SN HIRER 2 F5E (464,600) (231,084)
Net increase in cash and cash equivalents 38 & K& 38 & S {E ¥ RF 12N 299,731 193,057
Cash and cash equivalents at beginning of year 1 & &R & S E MK F W84 58 1,357,465 1,200,155
Effects of exchange rate changes on cash and cash equivalents
ERFHEIFR SRR ZEEYNTE 121,333 (35,741)
Cash and cash equivalents at end of year I & & 38 & EEY ) F REREH 1,778,529 1,357,465

The information above is the amount before inter-company eliminations.

A EMBBIERRY R ARIEEENSHE
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9. SUBSIDIARIES, JOINT VENTURES 9. 72%u - 82w &2 AA

AND ASSOCIATES «contiznven) (%)
(b) Joint ventures and associates by BECELGEME
The following is a list of principal joint ventures and associates as at 31 TXYHIWR —ZEZ—RKR_FE-_—_%F+=H
December 2021 and 2022: “t+—HMFESEPEMBEDE -

Place/date of

incorporation/ Effective equity Issued/registered/
kind of legal entity interest held paid-up capital Principal activities
RIS B®T/
BEREAER FRERER it/ BWEX
2022 2021
Joint ventures:
RELE.
Peking Tongrentang (M) SDN. BHD. Kuala Lumpur, Malaysia 60%** 60%** MYR1,900,000 Retail of Chinese medicine
(‘Tong Ren Tang Malaysia’) 19 January 2001 SRADBMER  products and healthcare
ERACE(S)BRAR Limited liability company 19000007 products and provision of
((E=ZERAEE]) BRAD TR Chinese medical consultation
20011198 and treatments
BREMLA TEREERERRERAR
REPBIERE
Beijing Tong Ren Tang (Thailand) Co, Ltd. " Bangkok, Thailand 49%** 49%** THB38,000,000 Wholesale and retail of Chinese
(‘Tong Ren Tang Thailand’) 23 March 2000 Z=4£38,0000007C  medicine products and
TRACE (RE)BBRAR Limited liability company healthcare products and
((R-E%E]) ZEEA provision of Chinese medical
2000F3A23H consultation and treatments
BREMLA HERTEREERERRER
R R A B B IR
Union Health International Limited Hong Kong, PRC 50%** 5006** HKD10,000 Retail of Chinese medicine
(‘Tong Ren Tang Fook Ming Tang’) 3 May 2004 1000070 products and healthcare
EREBRARAR Limited liability company products and provision of
([R=ERHRE ) HEER Chinese medical consultation
2004%F5A3R and treatments
BEREFAT TEPEERERBERAR
RYUHPBLERE
**  Fffective equity interests directly held by Tong Ren Tang Chinese Medicine » AECEEEEER AR
o Although the Company owns more or less than 50% of the equity interests BEARARNTFBELEERZ IR 500 IRHE - M
in these entities, the directors of the Company consider that these entities BARIBESE W A5 TENEE  KEMRE
are joint ventures of the Company because decisions about their operating, EEREHHARNR KA S B LRS- MIER
investing and financing activities are jointly controlled by the Company and AAREFHIEH N BIBEBEATE  HARRES
the joint venture partners in accordance with the joint venture agreements REZEBRDARREGEDRE -

rather than under the unilateral control or significant influence of the
Company.



TONG REN TANG TECHNOLOGIES CO. LTD. 204 ANNUAL REPORT 2022

Notes to the Consolidated Financial Statements (Continued)

o OF 9 85 e B v (4)

For the year ended 31 December 2022 #Z =L = —F+ = H=+—HILFE

9. SUBSIDIARIES, JOINT VENTURES 9. 72A# - &84
AND ASS()C«IATES (CONTINUED) (%)

(b) Joint ventures and associates (Continued) b)) BELERBEELEmw

I
X
&
it
>
3

Place/date of
incorporation/
kind of legal entity

Rt
B KR A

Effective equity
interest held

Issued/registered/
paid-up capital

B8/

T BRER TEER

Principal activities

Fris e s
2022 2021

*

Associates:

BELE:

Tong Ren Tang Shanxi Sheye Co, Ltd.
(‘Tong Ren Tang Sheye’)

ERRCERBBXERAR
(TEM-EEE])

Beijing Tong Ren Tang Shuzi
Technology Co,, Ltd.
("Tong Ren Tang Shuzi Technology’)
ERRCEZRFRRARAF
(TRCEER])

Shanxi, PRC

14 December 2015
Limited liability company
IR
01512148
BREERAH

Beijing, PRC

25 May 2021

Limited liability company
HREER

20214 5H258
BREERT

Effective equity interests directly held by the Company

29%* 29%* RMB30,000,000 Manufacturing and breed of musk,
AR#300000007C  production and sales of
related products

HWRRE ZERERER
HEHE

25%* 25%* RMB50,000,000 Pharmaceutical e-commerce

AR 500000007 BEERERE

* HARFEEF B B
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10. INVESTMENTS ACCOUNTED FOR
USING THE EQUITY METHOD

10. HHE £33 A BRI E

As at 31 December

Rt+=-—B=+—8H
2022 2021
RMB’000 RMB'000
ARET T AREFTT
Joint ventures (Note(a)) & &% (M @) 14,969 14,142
Associates (Note(b)) B & 12 (Bf)E (b)) 19,222 19,759
34,191 33,901

(a) Interests in joinl ventures

The Group has interests in a number of individually immaterial joint
ventures. The following table analyses, in aggregate, the movement of
the carrying amount of the Group's interests in these joint ventures, and
its share of results, other comprehensive income and commitments of
these joint ventures.

@ REBEFEZHELRS

AEERAETENTEAND S0 LNE
% - TRAMAEEARFHLEAELEN
HAEEERBREERSA SO ENER
Hitrte A s RS

o

2022 2021

RMB’000 RMB'000

AR®F T ARBTIT

Asat 1January ®— 8 —H 14,142 14,949
Share of (losses)/profits for the year &/ F & (182%),/ FIER D58 (61) 103
Exchange differences [E 3, Z= %8 888 (910)
Asat31December A+ =A=+—H 14,969 14,142

The Group's share of joint ventures’ commitments 2555 [ fE (L & & 1b &GS (D 5] = -

Notes:

(i) The joint ventures are private companies and there are no quoted market
prices available for their shares.

(if) There are no contingent liabilities relating to the Group's interests in the
joint ventures.

(i) Details of the joint ventures are set out in Note 9 to the consolidated
financial statements.

BE -
() AECEARFLTAR  ERMBBETHRE -

(i) AEEEARESESELXBSONERE -

) AECROFMANDLAHUBRRA R T
AR -
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10. INVESTMENTS ACCOUNTED FOR  10. & EARKIE @
USING THE EQUITY METHOD

(CONTINUED)

(b) Interests in associates b)) N ENEZRELR
The Group has interests in a number of individually immaterial associates. N2 B #E B & T BRI T~ 8] K HY 5 & N T HY
5o

2022 2021

RMB’000 RMB'000

AR®T R ARBTT

Asat 1January ®—H —H 19,759 9,293

Acquisition of interest in an associate U B8 — fE B & A 7] 2 fE i - 12,500

Share of profits/(losses) for the year fE{5 5 E FIE, (185 ) B91) 58 872 (2,034)

Unrealised inter-company transaction gains to eliminate & 35 & & 3R 2632 5 F)E (1,496) -

Dividends proposed [f& 4z % B, 87 -

Asat31December ®t+=A=+—H 19,222 19,759
Notes: BT

(i) The associates are private companies and there are no quoted market (i) BRI ELETAR  ERMDBETISHRE -
prices available for their shares.

(i) There are no contingent liabilities relating to the Group’s interests in the (i)  WEBBEAEEFFHA D LERNKEAE -
associates.

(i) Details of the associates are set out in Note 9 to the consolidated financial (i) B& D EMFEMER DS HTBRENTOR T
statements. SR o
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11. FINANCIAL INSTRUMENTS BY 11. & T H (FER)
CATEGORY

As at 31 December
R+=—A=+—H

2022 2021
RMB’000 RMB000
AR®BTFR AREBTT

Financial assets £ B & E
Financial assets at amortised cost LAk At E S REE &

Trade and bills receivables i Y BR 7% K2 22 4% 1,497,249 1,193,165
Other financial assets at amortised cost SABEERAX AT 2R E b & REE E 36,252 27,031
Term deposits placed with banks #2717 & HiTE 3¢ 326,003 503,040
Cash and cash equivalents IR & R IR & ZEEW 3,721,668 3,246,159
Financial assets at fair value through profit or loss
NARBEASEAEZH A ABRNEHEE 429 -
Financial assets at fair value through other comprehensive income
AR EBEAESEHESH AR MGESRENTREE 106,739 116,019
5,688,340 5,085,414

As at 31 December
BR+=—HA=+—H

2022 2021
RMB’000 RMB'000
AR®TRT ARETT

Financial liabilities £ @l & &
Liabilities at amortised cost A B SRk At ER B &

Trade and bills payables J& 1< BR 7k & Z2 % 823,233 893,714
Other payables E Ath J& < 3¢ 406,437 339,529
Borrowings f& X 1,472,293 1,492,845
Lease liabilities F1 & & {& 122,616 150,877

2,824,579 2,876,965
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12. FINANCIAL ASSETS AT FAIR 12. U‘é\\fﬁﬁg;{ﬁ?rﬁﬂ_,ﬁ\@éﬁb?r]\
VALUE THROUGH OTHER At 5515 W A 1 42 T B
COMPREHENSIVE INCOME

Financial assets at FVOCI comprise: AR EBEEBEET ALMIRE R G

TREERR

(@)  Equity securities which are not held for trading, and which the  (a) REEEVEERED T B E =
Group has irrevocably elected at initial recognition to recognise in DR TUABRHNER S EERF
this category. These are strategic investments and the Group HFoELIREEBRERERE I
considers this classification to be more relevant. BXREERRE—DEERE -

2022 2021

RMB’000 RMB'000

ARBTR ARBTT

At1January R—A—H 4,466 5,140
Profits/(losses) recognised in other comprehensive income

Wi/ () st AR EthhR & s 3,585 (535)

Exchange differences [E 3, Z= %8 540 (139)

At31December ®+=A=+—H 8,591 4,466

The equity investments at FVOCI is denominated in HKD. The fair value is LA AR B EET 2 B EEFH T A E i S WEm
within level 1 of the fair value hierarchy (Note 3.3). BRI ENVEEAE A BEEAAEBERE
AEE—EBAE33) -

(b)  Part of bills receivable where the contractual cash flows are solely (b)) ARIIRESREE AN S B RNEFEHKE

principal and the objective of the Group's business model is RNAEFENRBRARBRERENNEED
achieved both by collecting contractual cash flows and selling of RS FEIRERE o

these assets.

2022 2021

RMB’000 RMB'000

AR®TR ARETRT

Bills receivable &Y & 98,148 111,553
The bills receivable at FVOCI is denominated in RMB. The fair value is AR BEFE EEEZ T AEMES WG
within level 3 of the fair value hierarchy (Note 3.3). EWEBAARKE - AAEBEEAAEE

EBARaE=EN (KE33) -
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For the year ended 31 December 2022 #Z =L = —F+=H=+—HILFE

13. TRADE AND BILLS RECEIVABLES

13, W B ok M 52 9%

As at 31 December
R+=—A=+—H

2022
RMB’000
ARBT T

2021
RMB000
ARETIT

Trade receivables &Y BR 32X

— third parties 28 =J7 820,226 692,942
— related parties (Note 34(d)) B8 Hs 77 (Fi)E 34(d)) 270,565 92915
1,090,791 785,857

Bills receivables & 4 5= 4 454,083 470,794
1,544,874 1,256,651

Less: provision for impairment J& © Ji (B Y& (47,625) (63,486)
Trade and bills receivables, net FEUW BE 2k & 248 - H{E 1,497,249 1,193,165

The carrying amounts of trade and bills receivables approximate their fair
values.

Retail sales at the Group's stores are usually made in cash or by debit or
credit cards. For wholesale to distributors, the Group normally grants a
credit period ranging from 30 days to 180 days. As at 31 December 2022
and 2021, the ageing analysis of trade and bills receivables based on
invoice date was as follows:

RURF R RENRmEROEANER -

Zl-‘%g%%%—l«xfﬁﬁ fERREERFR

CHRNEHBERAT30HE 180 AR
$°m_?__¢+ A=t—BR=-T——
F+ZA=1+—0 RBREFAEZBEREZER
BRI RE DTN T

As at 31 December

Rt+t=B=+—8
2022 2021
RMB’000 RMB'000
ARBTRT ARETT
Within 4 months PH{E A LA 1,256,595 1,115,121
Over 4 months but within 1 year PA1{E A & — 4 125,553 84,461
Over 1 year but within 2 years —F 2 — 4 136,440 13,112
Over 2 years but within 3 years ZF Z£ = F 4,708 6,073
Over 3 years —F A £ 21,578 37,884
1,544,874 1,256,651
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For the year ended 31 December 2022 #Z =L = —F+ = H=+—HILFE

13. TRADE AND BILLS RECEIVABLES 13, BEW R 3 & 288 a0

(CONTINUED)

As at 31 December 2022, trade receivables of RMB47,625,000 31 MRZZE__F+_-_A=+—8 EWERE:t

December 2021: RMB63,486,000) were provided for impairment. 2 7 AR ¥ 476250000 (= = —F+= A
Movements in the provision for impairment of receivables were as  —=+—H : AR¥ 63,486,000 7T) BEZERE - &
follows: WHORBEEENEBINT :

2022 2021

RMB’000 RMB'000

AR®T T ARBTT

Asat 1 January ®—H—H 63,486 68,183
Reversal of impairment J& B 4 2] (16,342) (4,622)
Exchange differences [ 5 Z= %8 481 (75)
Asat 31 December R+ ZA=+—H 47,625 63,486

The maximum exposure to credit risk at the reporting date is the carrying  7E3RE HHE - EER R MRS BB EE S Fift
value of trade and bills receivables mentioned above. The Group does ~ FfEEWEBER N ZHEHEEEE - AEETHE
not hold any collateral as security. BEMIEAEHRHEIRG o

The carrying amounts of the Group’s trade and bills receivables are  RNEEFEINEZ R EEMNEETEENATINS

denominated in the following currencies: WEHE -

As at 31 December

R+=B=+—8H
2022 2021
RMB’000 RMB'000
ARET ARET T
RMB AR #& 1,117,472 1,047,910
HKD /&% 414,430 202,055
United States Dollar 7T 9,860 6,190
Others H At 3,112 496

1,544,874 1,256,651
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For the year ended 31 December 2022 #Z =L = —F+=H=+—HILFE

14. INVENTORIES

14. #8

As at 31 December

R+=A=+—H

2022 2021

RMB’000 RMB'000

AR®T T ARBTIT

Raw materials JR 71 %} 1,642,034 1,470,510
Work-in-progress 7E & fin 571,305 523,704
Finished goods & X i 1,175,687 1,019,092
3,389,026 3,013,306
Less: provision for impairment J& : JB{EZE#S (149,817) (166,190)
3,239,209 2,847,116

The cost of inventories recognised as expense and included in “cost of
sales” amounted to RMB2,143,070,000 (2021: RMB1,908,105,000).

The impairment loss on inventories and written off of inventories
included in the “cost of sales” amounted to approximately RMB24,293,000
(2021: RMB94,137,000) and RMB40,666,000 (2021: RMB32,424,000) for the
year ended 31 December 2022, respectively.

GFEKRARERAERILINA[HEERA] B
SEHT AR 2143070000 T ( ZFE = —4F -
A #51,908,105,000 7T ) °

HE-_ZT-—_F+-A=+—HIEE A
[HEXRA ] HFEERBERFEEMRESES 5
HEBARE 24203000 (ZFE=—F : AR
94,137,000 7¢) A1 A R % 40,666,000 7T ( —F — —
&0 AR¥324240007T) ©
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For the year ended 31 December 2022 #Z =L = —F+ = H=+—HILFE

15. DEFERRED INCOME TAX 15. %52 Pt 15 B¢

Deferred income tax is calculated on temporary differences under the  ¥RIEFTIE T IR BB E TN EREZE ATEHE
liability method using the tax rates which are expected to apply at the — HEEETH =B EAMHREAE
time of reversal of the temporary differences.

The analysis of deferred income tax assets and deferred income tax IEILEFTEFLE ELRELFTESHREEN DT
liabilities is as follows: T

As at 31 December
Rt+t=A=+—8

2022 2021
RMB’000 RMB'000
AR®BTRT ARETT

Deferred income tax assets: & iE AT 1557 & £
— Deferred income tax assets to be recovered after 12 months

FR iR =& A& U B FEIEFT IS T & &= 36,774 38,531
— Deferred income tax assets to be recovered within 12 months
T+HZEARNKEMIECHMSHEE 48,183 54,468
84,957 92,999
Set-off of deferred income tax liabilities pursuant to set-off provisions
RRIRSH R E T IR SHA RS A S (23,974) (26,505)
Deferred income tax assets, net y& IR JE P15 51 & &= 60,983 66,494

Deferred income tax liabilities; #EE T 15T B (&
— Deferred income tax liabilities to be settled after 12 months

Wil EARZNNEEREHAR (20,638) (20,728)

— Deferred income tax liabilities to be settled within 12 months
ETZEARNEZHREEREHAaE (10,548) (12,544)
(31,186) (33,272)

Set-off of deferred income tax assets pursuant to set-off provisions
BRI ERE TR EREERTSTEE 23,974 26,505
Deferred income tax liabilities, net JFIRIEFTSFL B & (7,212) (6,767)

Deferred income tax, net & ZE FT 15 7+ /% 58 53,771 59,727
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15. DEFERRED INCOME TAX «ovxrizveny 15, #8 BE By 75 B 50

The movement in deferred income tax assets and liabilities during the S XNIELEFEHREEMBE (RSB Z EHEHT
year, without taking into consideration the offsetting of balances within  7£ [&] — (7 & NI ) A9 E ST -
the same tax jurisdiction, is as follows:

Deferred income tax assets IR it 153 BL & e
2022 2021
RMB’000 RMB'000
AR¥F T ARETTT
Beginning of the year E #1 &3 58 92,999 77,443
(Charged)/credited to income statement (f&32) /BB (10,032) 16,891
Exchange differences [ ¥ Z %8 1,990 (1,335)

End of the year & R &R 5R 84,957 92,999
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15. DEFERRED INCOME TAX (coxtizuep) 15. \RE T 15 B (a0
Deferred income tax assets (Continued) WAL 15 B 2 (s

Unrealised

Other profit

provisions, resulting

Provision for depreciation from
termination and intragroup Lease

benefits amortisation transactions liabilities Others
BE BRI
BEMET AEEE RXBEEN
HEER HEgH RERIE HESE Hitb &%
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARBTT AR%BTrT ARETT ARETT ARETT ARETR

Asat 1 January 2021

RZE-——F—A[—H 68 30,430 16,036 26415 4,494 77,443
(Charged)/credited to income statement
B3) BriiEn @) 8282 5,873 1444 1333 16,891
Exchange differences [ i, 7 58 - (10) (331) (921) 73) (1,335)

As at 3 1 December 2021

T —F+ZR=1+—H 27 38,702 21578 26,938 5,754 92,999
(Charged)/credned to income statement

Bic)/ Eiam 27) 3,211 (5,340) (5137) 3,683 (10,032)
Exchange differences & 5, Z %8 - 63 949 952 26 1,990

As at 31 December 2022

R-ZZB-__F+-A=+—H - 35,554 17,187 22,753 9,463 84,957
Deferred income tax liabilities RIS AE

2022 2021

RMB’000 RMB'000

AR¥T ARBTT

Beginning of the year & {] 258 33,272 31,402

(Credited)/charged to income statement (E52), &85 (3,602) 2,918

Exchange differences [ 5 Z= &8 1,516 (1,048)

End of the year & R &R 58 31,186 33272
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For the year ended 31 December 2022 #Z =L = —F+=H=+—HILFE

15. DEFERRED INCOME TAX covrinven)

15. B|HE Fr 15 B a0

Deferred income tax liabilities (Continued) EIE RS A @)

Deferred

Accelerated income tax

tax liabilities arising

depreciation from business Right-of-

allowance combination use assets Total

Bz FEBEHELN

mEFERE BERSHAR EREEE &%

RMB'000 RMB'000 RMB'000 RMB'000
ARETT ARETFT ARETFT ARETFT
Asat1January 2021 RZZE = —F—H—H 5,142 1,041 25,219 31,402
Charged/(credited) to income statement f& &2,/ (E'52) 1825 1810 (149) 1257 2918
Exchange differences [ 7 58 (168) - (880) (1,048)
As at 31 December 2021 R=F=—F+=-A=+—H 6,784 892 25,59 33272
Charged/(credited) to income statement &2,/ (B2 ) 1855 1,780 (1 (5,271) (3,602)
Exchange differences & 5, Z 28 611 - 905 1516
Asat 31 December 202 R=F=-=_F+-A=+—H 9,175 781 21,230 31,186

Deferred income tax assets are recognised for tax loss carry-forwards to
the extent that the realisation of the related tax benefit through future
taxable profits is probable. The Group did not recognise deferred income
tax assets of RMB13,403,000 (2021: RMB15,030,000) in respect of losses
amounting to RMB71,829,000 (2021: RMB72,308,000) at 31 December
2022. As at 31 December 2022, these tax losses have no expiry dates
except for the tax losses of RMB35,627,000 (2021: RMB37,215,000) which
will expire between 2023 and 2040 (2021: between 2022 and 2040).

AR EBEER RECHSHEENEER
EREBRATBEEE M RKERS A BT ER

REBAREAHEMER R_E-_—_F+=A8
—t+t—H AEEITERHBEEEARE
71829000t ( —ZF = —4F : A K #72,308,000

TC) ERIEEFT 1S mﬁFAE%BmwmmL_
T —4F: AR¥150300007T) e R=
¢+ A=+—8 B AR®356270007T(=
T —F: AE%WNSmwwmmﬁEE%
\:;:_ E_TNEF( T -_—F:
T _FE_TTF) BN ﬁﬁ%%ﬁﬁ‘%ﬁés
BIWEREAA -

=_
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16. SHARE CAPITAL 16. g A

As at 31 December
R+=A=+—8H
2022 2021
Number of Nominal Number of Nominal

shares value EIES value
g 4= A EE Sk Zd= R EE
RMB’000 RMB'000

AR® T ARETTT

Total share capital #2f%Z< 1,280,784,000 1,280,784 1,280,784,000 1,280,784

Issued and fully paid 2 2773 B 412 2 fR A
— Domestic shares with a par value of RMB1 per share

NERK  SREEARE1T 652,080,000 652,080 652,080,000 652,080

— H shares with a par value of RMB1 per share
HIE  SREEARE 1T 628,704,000 628,704 628,704,000 628,704
1,280,784,000 1,280,784 1,280,784,000 1,280,784

2022 2021
Domestic Domestic
shares H shares Total shares H shares Total

RER H & st NE&E I H A% =
RMB’000 RMB’000 RMB’000 RMB'000 RMB'000 RMB'000
ARETRT AREBTRT AR¥®TR ARETT AREBTT ARETT

At 1 January R—H—H 652,080 628,704 1,280,784 652,080 628,704 1,280,784
At31 December ®+=H=+—H 652,080 628,704 1,280,784 652,080 628,704 1,280,784

All the domestic shares are non-circulating shares. Domestic shares and H LB RNERE RBIERBIR - AEREHRKR
shares rank pari passu in all respects. FERNSTHEEZERS#EE -
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For the year ended 31 December 2022 #Z =L = —F+=H=+—HILFE

17. RESERVES
(a) Capital reserve

Capital reserve represents the difference between the amount of share
capital issued by the Company and the historical net value of the assets,
liabilities and interests transferred to the Company upon its establishment
and net premium on issue of shares upon listing of the Company and
issuance of additional shares.

(b) Statutory reserves

The Company sets aside 10% of its net profit after income tax, before
distribution of dividend to shareholders, as stated in the financial
statements prepared under PRC accounting standards to the statutory
surplus reserve fund. Approximately RMB53,492,000 (2021:
RMB39,457,000), being 10% of the net profit after income tax as stated in
the financial statements prepared under PRC accounting standards, was
transferred to the statutory surplus reserve fund as at 31 December 2022.

In accordance with the amendment of the Company Law of the PRC on
27 October 2005 effective from 1 January 2006, it is not required to accrue
for statutory public welfare fund since the year 2006. The balance
together with statutory surplus reserve fund can be used to offset
accumulated losses or convert as share capital of the Company.

(¢) Tax reserve

According to the preferential enterprise income tax policy for new
technology enterprises ("NTE") under the old PRC Enterprise Income Tax
("EIT") regulation (effective before 1 January 2008), an NTE located in a
designated area of Beijing Economic and Technological Development
Zone was subject to EIT at a preferential income tax rate of 15%.
Moreover, upon approval by the relevant local tax bureau, the Company
was entitled to full exemption from EIT from 2000 to 2002 and 50%
reduction from 2003 to 2005. An amount for exemption and reduction
has to be appropriated to a non-distributable tax reserve. However, the
utilisation of the exempted tax is restricted to production development
and not distributable to shareholders.

17. fifi fs
(a) & A ok e

BN RN R EITR RN & R E A AL
HEANEE BEMBEaMELFENE
B ARALETRMEMREBETHRELNE
RRFEHEE

(b) ¥EXEGEME

AAREBFREPESTELRE 2 FF B
0% BAEERBATEE RZE_—_F+=
HE+—E’$QTEE¢3%#§WE%E
RBFFENI0%IRVEAERHATES 05
AR ¥ES349200( T = —F: ARM
39,457,000 7T) °

- S

TERFT AT EREFTIERZ
—A—BEEITH(RFEARK ﬂ!“
C KRB BT RNFRIBIIREATE
o RRNBETRm b AR+ EUETHHR
— AR RS ENEIE AR ER -

(c) RBLESE

RETEEMSHET (RZTTNF—HA—
B AR R0 B & i (b E S B BHR

WABRE - AL RSB R RIS E
HANGHRMEEERNAERESERES
15% - AEBARM ST BB RIALME - ARREZ
ﬁ“ﬁifi_gg_ig%w e

—FEER _TThFERFHUNEEMR
ﬁ ﬁELL—%:ﬁ¥ﬁ RATRIR A FEE

Z%TT DECHRHES - WARRNEREEY
NERARIKRERS
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B

D> 2l A 7
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17. RESER\TES (CONTINUED)

(d) Foreign currency translation differences

Foreign currency translation differences reserve arises from currency
translations of all group entities that have a functional currency different
from the RMB being translated into the Group's presentation currency of
RMB.

(e) Other reserve

Other reserve mainly includes reserves arising from the issuance of
additional shares by subsidiaries and transactions with non-controlling
interests without change in control.

18. DEFERRED INCOME —
GOVERNMENT GRANTS

17. a6 0
(d) PR EH

SNEFEERELANEETHNAEERSER
M ARRARBHINEEIE EERER A REN
FEARAIE ARBRMZEE

(e) HAbGEA

HA R RE BEERN T A TRREA TR
KERGIENT A TERED) -

18. 3% % W A\ — B Hl Bl

2022 2021

RMB’'000 RMB'000

AR®F T ARBTT

Beginning of the year & #] &3 28 151,346 150,405
Government grants received 7% 4 U 2| &9 2 T 18 B 23,855 13,708
Amortisation in the income statement (Note 25) fEsR U 25 5 58 (BT 25) (62,667) (12,767)
End of the year F R #7 %8 112,534 151,346

The ending balance of the government grants are relating to:

FARBUTHBIERFRE A T IE B #HF

As at 31 December
Rt+=-—A=+—H

2022
RMB’000
AR®TR

2021
RMB000
ARBETIT

Research and development projects it 3¢ #2518 B 5,815 6,097
Property, plant and equipment B E &Y - BE K& E 34,904 40,134
Land use rights = 3tb{& A #E 66,803 94,711
Other expenditures E th 37 H 5,012 10,404

112,534 151,346
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19. BORROWINGS 19, {55

As at 31 December
R+=—A=+—H

2022 2021
RMB’000 RMB'000
ARBT T ARBTT

Non-current 3£ &)

Bank borrowings and government loans $877 & 2 & B T & X
— Secured (Note (ii)) #38 (FE (i) - 46
— Unsecured fE&£ 1 1,221,797 732,107
1,221,797 732,153
Current i B
Bank borrowings $R1Tf& 5K
— Guaranteed ¥R 3,000 3,000
— Unsecured fEE4£ # 200,000 700,000
Add: Current portion of non-current unsecured borrowings
N EEAIERBE R BIEE D 15,149 25,392
Add: Current portion of non-current secured borrowings (Note (ii))
N IR ER BN E RV BNERER 3 (BE (i) 47 -
Borrowings from a related party (Note 34(d)) #£ BBt 2 515 AR 1A (FT)E 34(d)) 32,300 32,300
250,496 760,692

Total borrowings 1& FX A8 58 1,472,293 1,492,845
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19. BORROWINGS (CONTINUED) 19. {%%ﬂ(ﬁé)
(@  Asat 31 December 2022 and 2021, the Group’s borrowingswould @) MRZ-ZE-Z_—_#F#+-_A=+—H K=
be repayable as follows: —T—¥+ZA=+—8H ' &&% .fﬁihlél’]
EERIT -

As at 31 December
Rt=A=+-8

2022 2021
RMB’000 RMB'000
ARBT T AREETIT

Within 1 year — 4 LA/ 250,496 760,692
Between 1 and 2 years —HF 2 — 4 71,649 25,381
Between 2 and 5 years —F & A F 1,150,148 706,772

1,472,293 1,492,845

() In 2016, the Company issued bonds with aggregate principal (b)) ARABR-ZZE—NFELEBERFHFT

amount of RMB800 million with a maturity of five years and a BIT8EILES ZEEFEMNEHF295%

nominal interest rate of 2.95% per annum, which are listed on the Hﬁ RAESTE - ARAIMARIEFR S
Shanghai Stock Exchange. The bonds were matured on 30 July —F+tA=Z+HEH IER_F
2021. The Company has repaid the bonds principal and the last _ﬂf/\ﬂ AXNESAEMxEZE—
annual interest on 2 August 2021, amounting to a total of EIFZF S - £ AK¥E 834,800,000 7T °

RMB834,800,000.
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19. BORROWINGS continven) 19. f& 3% =)

(©  The carrying amounts of the Group’s borrowings are denominated  (¢) ZANEEEZMETEIA T EE B8
in the following currencies:

As at 31 December
R+=—A=+—H

2022 2021
RMB’000 RMB'000
ARBT R AREET T

RMB A RHE 1,471,800 1,491,800
Macanese Pataca (Note (i) 2P 7T (FI7E (i) 446 544
Poland Ztote (Note (1)) 75 B8 2k 28 12 (Ff1)E (i) - 256
Canadian Dollar Note N INEARTT (HE ) - 199
Australian Dollar (Note (ii)) Y8 A F| 58 7T (B JE (i) 47 46

1,472,293 1,492,845
Notes: FE -

() The government loans were provided by Economic Bureau of the Macau ()  BUFERABEFIEERX BRFZET/NEESRIE

government under a special assistance scheme for small-medium BB T A I8 DA K EL At B A 37 e b A B B RO U
corporations affected by typhoon and by the Macau governments under & A Eﬁﬁ/\/ﬁﬁﬂlﬁhﬁﬁk b S AR EERITE
the schemes related to COVID-19. For Macau government loan, the interest REZZBE-AFEE(ZZE=—F : HR) - AR
free loan is unsecured and repayable in 2025 (2021: same). The loan is F'EJTI:::‘l'fEE

denominated in Macao Pataca.

For other government loans, all loans are interest free (2021: all loans are AR EMBFER  MEEREFNE (T ——4
interest free). All of the loans were repaid during the year ended December FIEMERENE) - IBEBRER T -_F+=
2022 (2021 unsecured and repayable in 1 to 2 years). In 2021, these loans A=+—HEFERNEE(ZZ_—F : fiEEX
were denominated in Canadian Dollar and Poland Ztote. MEXFLTFTR —EMFRNER)  —T_—F1F&

FREADNTT A BB R 22 2 £ A THE
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19. BORROWINGS continuen)

(c)  The carrying amounts of the Group's borrowings are denominated
in the following currencies: (Continued)

Notes: (Continued)

(if) The bank borrowing is secured by buildings and freehold land of the Group
amounted to RMB8,448,000 (2021: RMB8,508,000) (Note 6).

The bank borrowing bears interest at 1.5% plus the bank bill rate in Australia
per annum and is fully repayable in 2023 (2021: same).

The carrying amounts of borrowings are not materially different to their
fair value.

(d)  The average interest rates (per annum) are as follows:

19. 163K =)

© ZAEBEFNEEENATIIER BN
(5&)

BE - (4)

(i) HRITEFHEEEREEEBERAR84480007TH)
BFRKAERIHHIER(ZZEZ—F: ARK
8,508,000 7T ) (FI)E6) °
SRATHE TR A F T8 MR 1T IR F R A0 1.5% L F ot

g ARFAERBER S -_=F2BEE(-Z
Z—F AR °

ERNEAEEREARBEEZERETEKN

) FHEREMT :

2022 2021

Bonds &%
— RMB ARHE

Other borrowings £ {& X
—RMB AR ¥
— Australian Dollar S8 X F g8 T

= 3.008%
3.104% 3571%
4.761% 3.480%
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20. TRADE AND BILLS PAYABLES

20. JEAF B S 5 9%

As at 31 December
R+=—A=+—H

2022 2021
RMB’000 RMB'000

ARBT ARETT

Trade payables JEf AR X

— third parties =7 797,845 868,083
— related parties (Note 34(d)) Ba5 /5 ()% 34(d)) 25,388 25,631
823,233 893,714

Bills payables F&E{+ Z & - -
Trade and bills payables &1 BR 3% & ZE & 823,233 893,714

As at 31 December 2022 and 2021, the ageing analysis of trade and bills

payables based on invoice date was as follows:

RZE-——F+-_A=+—HEZZE=—F
+-A=+—8 ENERZLEBREZER
HRMBRE DT T ¢

As at 31 December
R+=-—A=+—H

2022 2021
RMB’000 RMB'000
ARBT T ARETT

Within 4 months FA1&E A JAR 725,107 767,282
Over 4 months but within 1 year PA1{E A & —4F 92,490 119,724
Over 1 year but within 2 years —F % — 4 1,824 2,432
Over 2 years but within 3 years — & 2 = 2 429
Over 3 years —4F A 3,810 3,847

823,233 893,714

Trade payables are unsecured and are usually paid within 120 days of

recognition.

The carrying amounts of trade and bills payables are considered to be the

same as their fair values, due to their short-term nature.

FENBRNEIER - WBEEER120KRA T A
St e

HARMRERE - BNRREEEREEERS
REEXEERSF -
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For the year ended 31 December 2022 #Z =L = —F+ = H=+—HILFE

21. OTHER PAYABLES 21, Ho i JE A 3

As at 31 December
Rt+t=A=+—8

2022 2021
RMB’000 RMB'000
ARBT T ARBTT

Other payables EL b &1 3¢

— third parties 8= 464,049 391,559
— related parties (Note 34(d)) B8E# 77 (BJ5% 34(d)) 33,229 25,906
497,278 417,465

As at 31 December
R+=A=+—8H

2022 2021
RMB’000 RMB'000
ARBT T ARETT

Sales discount and promotion payable $H&EJT:E N & E B E 202,493 130,666
Advances from customers JBU K 67,832 39,573
Indirect taxes payable [ 32 &% £ 65,347 55,229
Labour-union expenditure and education funds T &4 & M B T HEKE 25,494 22,707
Service fee payable FEf iR 75 & 21,626 31,497
Deposits received JEHRE & 21,363 9,175
Payable to vendors of construction, machinery and equipment FEf 3% 8 T2 20,365 60,249
Payment for land use right &1~ + 303X 7,870 7.870
Accruals for travel expenses FB1E Z Jik £ 6,810 4,361
Research and development payable &1~ i 75 f 3 & 6,079 5,572
Non-controlling interests payable &1 > £t 5 IR 2,256 7,964
Dividends payable Jf& < 3% 7 = 474
Others E A, 49,743 42,128

497,278 417,465




TR T UEER 225 A6 [ A= B B B 9% R RO AT R A

Notes to the Consolidated Financial Statements (Continued)

o OF 9 B e B v (%)

For the year ended 31 December 2022 #Z =L = —F+=H=+—HILFE

22. SALARY AND WELFARE 22, AT & Mot hl &
PAYABLES

As at 31 December
R+=—A=+—H

2022 2021
RMB’000 RMB'000
ARBT R AREET T

Salary payable fEff T& 56,196 54,336
Welfare payable &1 & F| & 2,445 1,097

58,641 55,433
23. REVENUE 23. WA

2022 2021

RMB’000 RMB'000
AR®T T AREET T

Sales of Chinese medicine products A 2578 T 85 & IR A

— Mainland China 7 B Ay, 4,848,999 4,427,309
— Qutside Mainland China B 5 B ;R it LA b 1,080,363 906,296
5,929,362 5,333,605

Advertising services income & 45 IR A
— Mainland China 7/ Bl A 14,570 28,233

Services income FRFEUL A

— Mainland China 7 B Ry, 5,605 5,756
— Qutside Mainland China B 0 Bl A ith LA 9 41,598 32,629
47,203 38,385

Royalty fee income fim h {5 FA AL A
— Outside Mainland China [ A B4 729 3 LA 1 706 264

5,991,841 5,400,487
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For the year ended 31 December 2022 #Z =L = —F+ = H=+—HILFE

23. REVENUE «continvep) 23. WA )
(a) The Group has recognised the following assets and (a) AREEMOHZRULTHREFGHRARR
liabilities related to contract with customers: &EMmAal

As at 31 December

R+=—B=+—H

2022 2021
RMB’000 RMB'000
ARBT T AREET T

Contract liabilities — Sales of goods & R & & — EmiHE 214,186 216,682
Contract liabilities — Services income & R B & — RIGHA 5,129 6,446
219,315 223,128
The Group did not recognise any contract assets related to contract with R—-ZT -~ &+ _-_A=+—HM_ T - —%F
customers as at 31 December 2022 and 2021. +—HA=+—8" $§,’%l§l§fiﬁ§;{{§ﬁi%}5{:}ﬁ7ﬁ

FHAREE

Contract liabilities mainly arise from the advance payments made by ARIBETEACDEFIARFIBEEMARINE
customers while the goods have not been delivered. Management FZHIFENER - EEEBEHN T - —F+—
expects that most of the contract liabilities as of 31 December 2022 will A =+—HERHN SR EBEAILOER—FERN

be recognised as revenue during the next reporting period. BTCEWE B A

(b) Revenue recognised in relation to contract liabilities  (b) CHEZ A E G AGEHE BIIRA
The following table shows revenue recognised in relation to contract N&RPRABEZE T - —_F+-_A=+—HNX&

liabilities in the year ended 31 December 2022 and 2021 related to caried —EFE - —®F+ - =+—H I EECHERHHE
forward contract liabilities at the beginning of the year. SRABEABNNATEFEYDAESRAE
EHENBASEE -

As at 31 December
R+=—A=+—H

2022 2021
RMB’000 RMB'000
ARBT T ARET T

Revenue recognised that was included in contract liabilities at the beginning of the year

REYEERNEERBEEBENKRA 222,373 2,078
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For the year ended 31 December 2022 #Z =L = —F+=H=+—HILFE

24. FINANCE INCOME AND COSTS 24. MW AR ) B

2022 2021

RMB’000 RMB'000
ARBT T ARET T

Finance income Bf % Ut 38
Interest income F 84 A 44,221 28,051
Exchange gains/(losses), net [ 5 ka5 (182K) » JF58 3,871 (2,420)
Others E A 3,769 3,642
51,861 29,273
Finance costs B 1§ & A
Interest on bonds & % | &, = (14,220)
Interest on bank borrowings #2717 & Z I & (47,537) (40,753)
Interest on lease liabilities T2 & & & F & (6,261) (6,823)
(53,798) (61,796)

Finance costs, net i I$ & - B8 (1,937) (32,523)
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For the year ended 31 December 2022 #HZE=ZF=Z=—F+=-HA=+—HI-FE

25. EXPENSES BY NATURE 25. MR E BB R IER SR
Operating profit was arrived at after charging/(crediting) the following: T &BEEMERL,/ (B B s

2022 2021

RMB’000 RMB'000
ARBT ARETT

Raw materials, merchandise and consumables used R4} ~ 790 Kol # RIE# 2,347,266 2,079,658
Changes in inventories of finished goods and work-in-progress & iX i M £ = B 17 & &£ &) (204,196) (171,553)
Employee benefit expenses (Note 26) 8 T #& K58 X (Ffi/E 26) 980,611 903,793
Depreciation of property, plant and equipment (Note 6)

FEREEY - BFE RREITE (Mie) 170,584 165,869
Depreciation of right-of-use assets (Note 7) {£ FR#E & EHTE& (FHE7) 82,508 73,838
Amortisation of intangible assets (Note 8) #E 2 & E#k $4 (MI5E8) 6,408 6,453
Amortisation of other long-term assets Eth & B & = 55 2,222 3,555
Provision for impairment of inventories 17 & Bk B XE #5112 24,293 94,137
Provision for impairment of goodwill 722 (B 2 & 511 = 900
Reversal of impairment of receivables & M 518 52 BR 2 i 8% [0] (12,807) (4,620)
Expenses relating to short-term leases %2 EiFH & & 25,345 26,434
Variable lease payments not included in the measurement of lease liabilities (Note (i))

AEHENKEER(TEEREEARE)(MHE ) 133 265
COVID-19-related rent concessions 177 AR 7 25 i A AR B 12 & il (118) (401)
Auditors’ remuneration 1% 25 Bl Bl &

— Audit services 1% IR
— PricewaterhouseCoopers and PricewaterhouseCoopers Zhong Tian LLP
BEFKEREEXKERRSHTMEBH(FRLRERE) 6,159 6,584
— Other auditors E A ZR 5Tl 1,918 1,682

— Non-audit services 3% B IR 75

— PricewaterhouseCoopers and PricewaterhouseCoopers Zhong Tian LLP

BERKENREE BT RGTMERR(FREBSE) 480 356

— Other auditors E #2560 357 253
Advertising and promotion expenses E& NS EHEE 377,391 236,340
Processing costs il T & 297,093 298,552
Utilities KA} B 8% 2 1 139,869 130,629
Research and development costs (Note (ii)) iff 5 7 2 & B (B £ (i) 78,433 48,904
Repair and maintenance 4 & MR & 66,761 63,805
Amortisation of deferred income — government grants (Note 18)

EEWA — BT #H B RO B 85 (£ 18) (62,667) (12,767)
Transportation costs i # & 43,642 48325
Other taxes H# & 5,229 4,685
Losses on disposal of non-current assets JE 7B & B IR 18 5k 1,445 1,132

(i) Variable lease payments represented the amounts which are determined 0) MEHENTEERARREE FTEEEELAN KA
based on the percentages of revenue generated by certain retail outlets HEALAERBEEBETHESNSE -
that exceeded the corresponding fixed rentals.

(i) Research and development costs represented amounts excluding (i)  FMEHRERRABEE TEMBEY  WE &G
employee benefit expenses, depreciation and amortisation expenses. The HER PRZSEANMERAZERAARE
costs including employee benefit expenses, depreciation and amortisation 134,194,0007T( ZZ = —4F : AR#¥100,1550007T) °
expenses were RMB134,194,000 (2021: RMB100,155,000).
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For the year ended 31 December 2022 #Z =L = —F+=H=+—HILFE

26. EMPLOYEE BENEFIT EXPENSES

26. B TH A B %

2022 2021

RMB’000 RMB'000

ARETT ARETT

Salaries and wages L& 694,960 658,438

Contributions to pension schemes (Note 31) B & 2k (FH/E31) 146,022 128,486

Housing fund (Note 32) ¥ B AT % (K)E32) 58,990 53,520

Staff welfare 1@ %I & 52,220 49,890
Contribution to supplementary retirement schemes (Note 31)

R K AR AT 8 (BT 31) 28,419 13,459

980,611 903,793

During the years ended 31 December 2021 and 2022, there was no
forfeited contributions of the Group utilised and available at the year-end
to reduce future contributions.

The five individuals whose emoluments before individual income tax
were the highest in the Group for the year include one(2021: one)
director and no (2021: no) supervisor whose emoluments are reflected in
the analysis presented in Note 30. The emoluments payable to the
remaining four (2021: four) individuals during the year are as follows:

HE—_ZT-_—FK-_ZT-_—_F+=-A=+—H
IFFE - AEBRBEHALZWHEIR - FRt
V27 0] AR A AR IR RN AR UL R o

AEEAEBEAMERAFEREROALA
i@%—u( T_—F: —()EZF T
—fF: ﬁh)%$ 1M & 55 40 BX 5 RO B
ﬁEW&wm DR - RERZNTH
SO (2T —F : ) AZMESIT

2022 2021

RMB’000 RMB'000

AR® T AREEFIT

Basic salaries and allowances E A4 & 3284 3,310 2976
Bonuses &% 2,474 2,157
Contribution to pension scheme (EK & X 265 248
6,049 5,381
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26. EMPLOYEE BENEFIT EXPENSES

(CONTINUED)

The emoluments of these individuals fell within the following band:

26. B T M B ¥ =)

HEATHMSEUTHEHARS

2022 2021

HKD1,000,001-HKD1,500,000 (Equivalent to RMB862,801-RMB1,294,200)
7 1,000,001-1,500,000 7T (FEE A AR ¥ 862,801-1,294,200 7T.)

HKD1,500,001-HKD2,000,000 (Equivalent to RMB1,294,201-RMB1,725,600)
7HE 1,500,001-2,000,000 7T (ABZE R AR 1,294,201-1,725,600 7T.)

HKD2,000,001-HKD2,500,000 (Equivalent to RMB1,725,601-RMB2,157,000)
7 2,000,001-2,500,000 7T (FEE A AR 1,725,601-2,157,000 7T.)

1 2
2 2
1 _

Among the above four (2021: four) individuals, there are four (2021: three)
individuals whose emoluments were paid by Tong Ren Tang Chinese
Medicine and its subsidiary for the year.

None of the five highest paid individuals of the Group waived any
emoluments and no emoluments were paid by the Group to any of such
individuals as an inducement to join or upon joining the Group or as
compensation for loss of office.

27. INCOME TAX EXPENSE

Pursuant to the Corporate Income Tax Law of the PRC effective from 1
January 2008, enterprises with a High/New Technology Enterprise
("HNTE") status are able to enjoy a preferential tax rate of 15%. For the
entities without the HNTE status, the PRC income tax rate is 25% (2021:
25%). As of 31 December 2022 and 2021, the Company and certain of its
subsidiaries have obtained the HNTE certificate. Consequently, their
applicable income tax rate in 2022 is 15% (2021: 15%).

Hong Kong profits tax has been provided at the rate of 16.5% (2021:
16.5%) on the estimated assessable profit for the year.

ANFEE LM (ZT=—F : ) ALHE
M (ZZT=—F : =) ATHFEMHRCE
BEREFRABXN -

BRFMREHFATLRBEEAME - KE
@jﬁﬁﬁﬂflﬂ’m%ﬁ/\iiﬁ@ﬂ@ﬂfﬁﬁi?&"
EMAREENNE - SR EBARREE

27. s Bl g H

BREE_ZEZEN\F—A—HHTHFBEEEM
BEUERTE S EMEEERNZE 15% AT
SREBRHE - HRIESHHMEE - FIE/H
HREABB(ZEZ—F:25%) - HE_-Z
T+ A=+— E&_E:—iJr A

=+—B8 ' AR RBAFRARIERESFH
MBS - Bt - Mn"“ﬂ—fiiim
AR EAE15% (- T = —4F : 15%) °

RRAFEEERNRAE  PRESWER

Rz BRAMEHEER165%(ZF=—
F 1165%) ©
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27. INCOME TAX EXPENSE «oxrizven)

Income tax on other countries and regions (excluding Mainland China
and Hong Kong) profits has been calculated on the estimated assessable
profit for the year at the income tax rates prevailing in the tax jurisdictions
in which the Group operates.

27. it B g H w0

7 B g b Kz A B S DA Y B SR sl it [ 2 )
2B AFEE T ERHAERBAEE
IR R s E 2 IR TR Rt E -

2022 2021

RMB’000 RMB'000
ARBT R AREET T

Current income tax expense & B TS5 & F

— Mainland China # B A3 93,819 87,687

— Hong Kong F B & & 97,877 94,825
— Other countries and regions (excluding Mainland China and Hong Kong)

B P B A b 2 P B AN B R 3l b [ 12,247 9,674

203,943 192,186

Deferred income tax charge/(credit) #EXEFTS R (£ 18, (B1H) 6,430 (13,973)

210,373 178,213
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For the year ended 31 December 2022 #HZE=ZF=Z=—F+=-HA=+—HI-FE

27. INCOME TAX EXPENSE conxtinuep) 27. BB g w0

The tax on the Group's profit before income tax differs from the ANEBEFGAEHRAIANENFIIE - BB 6
theoretical amount that would arise using the weighted average income 82 R B A INEF TR 220% (ZF = —

tax rate of 22.0% (2021: 21.0%) to profits of the consolidated entities as  4F : 21.0%) M EE A IR/ AN EREWT -
follows:

2022 2021

RMB’000 RMB'000
ARBT R AREET T

Profit before income tax & BT 15 %% B A1) B 1,211,993 1,045,057

Tax calculated at domestic tax rates applicable to profits in the respective countries or regions

EEAABRSM RN BN IZER B R ERTIE 267,152 219,531
Tax effects of: B IAFZ 22

— Effect of preferential income tax treatments FriS i B BB K H £ (56,703) (47,148)

— Income not subject to tax &5 AT 2 WA (4,257) (940)

— Expenses not deductible for tax purposes 1~ A] #5572 & Fi 4,894 4924

— Tax losses and temporary differences for which no deferred income
tax assets were recognised

RERBELEFSHEENRBEEREREER 452 774
— Previously unrecognised tax losses used to reduce deferred tax expense

ERATHARBERRLEMSHEENTBER (713) (1,281)
— (Over)/Under provision for taxation for the prior years £ (% &t) /et (462) 2313
— Others E A 10 40

Income tax expense FT{S 74 & 210,373 178213
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28. EARNINGS PER SHARE

Basic earnings per share is calculated by dividing the profit attributable to
owners of the Company of approximately RMB582,888,000 by the
weighted average number of 1,280,784,000 shares in issue during the
year.

The Company had no dilutive potential shares in 2022 and 2021.

28. B 4
FRERRFEARNAFIMEERBGFFEHOA
R #582,8830007T * M A E BE BT E R
DIREF5 8L E 1,280,784,000 IR 5TEHY o

ARBAR B —FR_F_—FWEEE L
HEER o

2022 2021

RMB’000 RMB'000

ARBT T ARBTT

Profit attributable to owners of the Company A EFBR ARG FTA & 582,888 507,249
Weighted average number of ordinary shares in issue (thousands)

INREF B BT E BARARE (T A%) 1,280,784 1,280,784

Earnings per share &% Uk 2 RMBO0.46 RMBO0.40

29. DIVIDENDS

The cash dividends paid in 2022 and 2021 were RMB204,925,000
(RMBO.16 (including tax) per share) and RMB204,925,000 (RMBO.16
(including tax) per share) respectively.

29. ik B

RZBEZ—FR-_ZE-—FAIANBEERE
DRl A AR % 204,925000 70 (F AR A R #0.16
T (EF)) R AR 204,925,000 7T (A% A R #E
016 7L (EF)) °

2022 2021
RMB'000

ARETTT

RMB’000
AR® T

Interim dividend paid of RMB nil (2021: RMB nil) per ordinary share
FHIRERE  BRARKOT(ZZ=—%F : FRARKBOT)
Final dividend proposed of RMB0.16 (including tax)
(2021: RMBO.16 (including tax)) per ordinary share

BRARHBE - SBEARB 16T (BH) (ZFT=—F : BRARKB 16T (EH))

204,925 204,925

204,925 204,925

On 22 March 2023, the Board of Directors proposed a cash dividend in
respect of the year ended 31 December 2022 of RMB0.16 (including tax)
per share, amounting to a total of RMB204,925,440, which is subject to
the shareholders’ approval at the 2022 annual general meeting to be held
on Thursday, 15 June 2023. These financial statements do not reflect this
dividend payable.

R-ZE-_=F=ZA-+-H SEFCELLE
BAR®I6TL(ER)RBEHE T —_—
+TZA=+—BIEFEREEE BEAAR
#204,925440TC c ZREBE P EHERFEL _-ZF
“T=FXNATHRBEA(EHM) BEMN T =
FERRBFRSHAE - RPBERERA R
THERR B ©
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30. BENEFITS AND INTERESTS OF 30. & 3 % B3 0P 45 o 4R
DIRECTORS AND SUPERVISORS
Directors’ and supervisors’ emoluments 5N B R
For the year ended 31 December 2022: HE_E-_—F+-_A=+—HIFEE:
Emoluments
paid or receivable in
respect of a person’s
services as a director/
supervisor, whether
of the Company or its Emoluments paid or receivable in respect of director's/supervisor's other services in
subsidiary undertaking  connection with the management of the affairs of the Company or its subsidiary undertaking
fFRES /B3
(FERARAGHT
REER) RERE
Mz RERHHE REBRAFREFARLENSHRHANES  EZRHMIARERNHE
Employer's
contribution
Discretionary Allowances and toaretirement
Fees Salary bonuses” benefits? benefit scheme
BB RN
ik e B BRERER® S
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
N B AR%TTR AR¥TTR AR¥TT ARMTR
Chairman EE R
Mr. GuHal Ou BB St 4 - - - - - -
Executive directors ${TEE
Mr.Wang Yu Wei ® TRB%AE - 562 1,274 ] 94 1,973
Ms. Feng Zhi Mei 581§ 2 + - 285 418 4 94 838
Non-Executive directors F3{TEE
M JinTao &35 4 - - - - - -
Mr.Ma Guan Yu ¥ SEF A0 - - - - - -
Ms. Guo Ya Qing PR L £ - - - - - -

Ms. Feng Li ™ F5#1 50L& - - - - - -

Independent non-executive directors

BukHES

Mr.Ting Leung Huel, Stephen T R854 248 - = = - 248

Ms. Chan Ching Har, Eliza BIE 22 28 = = o - 28

Mr. Zhan Yuan Jing ERB L £ 120 - - - - 120

Supervisors EE

Ms. Su Li BRI 2+ - = o - - -

Mr.Wu Yi Gang RIS 4 120 - - = - 120

Mr. Li Yuan Hong 27T4L %4 - 257 382 - 94 733

Notes: BT -

(1) Bonuses are estimated according to current year's results, which will be (1) fﬁﬁj*ﬁﬁg ¢¥ﬁ§f§?&§ﬁ&§fikﬁﬁﬁ i
paid in the following year after approval by the Board of Directors RFRERSHERER

(2)  Include housing and travel allowance Q PREEERMRIBMA

(3)  General manager of the Company (3)  AEAEKIE

() Resigned on 24 August 2022 @ RZTZFNAZ+HHEEHE

(59 Appointed on 24 August 2022 and approved at the extraordinary general  (5) 753\_ To_EN\AFTHABEIRIE j]‘:EAAE
meeting of the Company on 22 December 2022 ——Ft- Ao BRBAAARRBAARL

e
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30. BENEFITS AND INTERESTS OF 30. & 3 5 B 300 A £3 FRE 2R w0
DIRECTORS AND SUPERVISORS
(CONTINUED)

Directors’ and supervisors’ emoluments (Continued) R NEESH M@

For the year ended 31 December 2021 HE - ZE-—F+-_A=+—HIFEE :

Emoluments
paid or receivable in
respect of a person’s

services as a director/

Emoluments paid or receivable in respect of director's/supervisor /
connection with the management of the affairs of the Company or its subsidiary undertaking

FIRENERRAANES /EEREM N RERN#HE

Employer's
contribution
Discretionary Allowances and toa retirement
Salary bonuses " benefits® bene ;Lheme
ik T Rig#e0
RMB000 RMB000 RMB000
ARETT ARETT ARETT
Chairman EER
Mr. Gu Hal Ou BB B %4 - - - - - -
Executive directors #{TES
Mr. Wang Yu Wei ® F1R/E %40 - 399 1461 4 53 1,956
Ms. Fang Jia Zhi ¥ ERERL T - 210 507 27 35 779
Ms. Feng Zhi Mei 8 %5 1§20 -9 - 157 109 2 7 313
Non-Executive directors F#1TES
Mr.JinTao &85 & - - - - - -
Mr.Ma Guan Yu SEF £ - - - - - -
Ms.Wu Qian® REZ L © - - - - - -
Ms. Guo Ya Qing® S HBIZ 19 - - - - - -
Independent non-executive directors
BUFHTES
Mr.Ting Leung Huel, Stephen T RF %4 199 - - - - 199
Ms. Chan Ching Har, Fliza BB B 2 199 - - - - 199
Mr. Zhan Yuan Jing BRH £ 4 100 - - - - 100
Supervisors EF
Ms. SuLi AT+ - - - - - -
Mr. Wu Yi Gang RIS 4 100 - - - - 100
Mr. Li Yuan Hong 27T4L 4 - 606 - - 5 658
Notes: HE -
(1) Bonuses are estimated according to current year's results, which will be (1) NABBEEFEEBRGMEEAERS - TR
paid in the following year after approval by the Board of Directors /A'EFfé‘é% EYHERENR
(2)  Include housing and travel allowance Q BREEERRNIEH
(3)  General manager of the Company (B) AREKE
(4)  Resigned on 18 October 2021 @ RKR-ZE-_—F+A+/\BHET

(5)  Appointed on 18 October 2021 and approved at the extraordinary general ~ (5)  RZZZ—F+ATNBEXZE TR -
meeting of the Company on 16 December 2021 F+ATREERBARR Tﬂﬁiﬁﬂﬁﬁﬁt/ﬁ
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30. BENEFITS AND INTERESTS OF
DIRECTORS AND SUPERVISORS

(CONTINUED)
Directors’ and supervisors’ emoluments (Continued)

No directors and supervisors waived any emoluments and no
emoluments were paid by the Group to any of the directors and
supervisors as an inducement to join or upon joining the Group or as
compensation for loss of position.

No payments or benefits in respect of termination of directors’ and
supervisors’ services were paid or made, directly or indirectly, to or
receivable by any director or supervisor; nor are any payable.

No consideration was provided to or receivable by third parties for
making available directors’ or supervisors’ services.

There are no loans, quasi-loans or other dealings in favour of the directors
and supervisors, their controlled bodies corporate and connected entities.

Saved as disclosed in Note 34 and elsewhere in these financial
statements, none of the directors and supervisors had a material interest,
either directly or indirectly, in any transactions, arrangements and
contracts of significance relating to the business of the Group, to which
the Company or any of its subsidiaries was a party, and which was
subsisting at the end of the year or at any time during the year.

31. RETIREMENT AND TERMINATION
BENEFITS

Pursuant to the PRC laws and regulations, the Group is required to make
monthly contributions to various retirement benefit schemes organised
by the relevant provincial and municipal governments for the Group's
employees in the PRC at rates ranging from 22% to 24% (2021: 22% to
24%) of the employees’ standard salaries, of which 14% to 16% (2021:
14% to 16%) is borne by the Group and the remaining portion is borne by
the employees.

30. 3 B FH AR &5 RE 4 w0

HHLEREHM @

ARPTEBEZRESTHETAMNE - NEE
NEARRRENESREFIMEMHE
TR RIS AR B 2 22/ s 1 DA By 22 =X
TERRERFHIE -

AEERATEERLFEREEMNEFK LR
AR Bl 755 1 [A) L 32 A5 (Bl MK B KR

REFAWEAEE M EFRHREMAE=
77 A MR R

AREFAWEBEERES  EENMEFEH D
X EXMBERCEN  EEFUAREMR
SRBIEE °

NIRRT E34 R AT B RREMELD - &
FERNKFER  ANEEBMERTTMSHRA
EEZEBMARAZEEREEHZENHE
EEFBBEEARDZIZEERS  ©HxA
@ o

31, 3B i A0 % il e e

BIBFBEEEERER AT  AEEEE R
RANB TR ARBITRIEEBHENERAETEER
%o IR AR AEH BT ENIZETER
WHE24% 7 B(ZF = —F : 2% E24% 2
M) HFBRAEBEERENLHA14%E 16%
TET—F 4% 2 16%) 0 I OBRE T
HAE o
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31. RETIREMENT AND TERMINATION
BENEFITS (CONTINUED)

During the year, apart from the statutory requirement of contribution to
the government-sponsored retirement benefit schemes mentioned
above, the Group has voluntarily established a supplementary retirement
schemes for its employees in Beijing. The Group makes contributions
based specified rates on the salaries of the employees during the period
in which employees provide services. The Group has no legal or
constructive obligation to pay further contributions after the specific
contributions. For the year ended 31 December 2022, the Group made
contributions totaling RMB28,419,000 (2021: RMB13,459,000).

The Group’s subsidiaries in Hong Kong participate in a Mandatory
Provident Fund scheme (the "MPF scheme”) in accordance with the
Mandatory Provident Fund Scheme Ordinance of Hong Kong (the “MPF
Ordinance’). The only obligation of the Group with respect to the MPF
scheme is to make the required contributions under the scheme. These
defined contribution schemes are responsible for the pension liabilities of
the employees. The Group's contributions to these defined contribution
schemes are expensed as incurred.

The Group provides termination benefits to certain employees up to their
normal retirement age as set out in Note 2.21(c). The carrying amount of
the relevant provision as at 31 December 2022 was approximately
RMB3,000 (2021: RMB177,000).

32. HOUSING FUND

The Group's full-time employees in the Mainland China participate in a
state-sponsored housing fund (“Fund”). The housing fund can be used
by the Group’s employees for purchasing houses, or withdrawn upon
their retirement. The Group is required to make annual contributions to
the Fund based on certain percentages of the employees’ salaries. The
Group's liability in respect of the housing fund is limited to the
contributions payable in each period. For the year ended 31 December
2022, the Group contributed approximately RMB58,990,000 (2021:
RMB53,645,000) to the Fund.

31. 3B A A A pl el e P ()

KEE - BRA LB EKNEREZRBIN -
AEEBALRMEMNE TEM 7 —BRETRIK
BAEMETE - B TIREREEIRE - SRR
TEBEN—TELAGERAMNERE - £5
GREBREZ AEBTHAEE—PIHE
BeHEzE_E-_—_F+_A=+—HIFE
AEBANEFEAEHAENARE
28419000 (=& = —F : AR ™ 13,459,000
JT) °

AEBEVRFEEBNTRAIREEBEH L
NIESEO(EBEEES ) 2 Ead 1t &
R E((BEEEE ) - £RESHER - K
SEZETE/RABELMFEHRR - ZFE
TERARZBEZSHBESHIIAE - AEE
HBFRERBOETINELERERL -

o - REE AR RS RIRATRAKMmETIRE
ZEEFRIKFE 28K BEME RO E
221(Q) e R=ZE = —F+=-—A=+—B&Eat
IRBELOABARBE300TT(ZE_—F: A
ER#177,0007T) °

2. EEAEE
FIEAREBNFRANMEHE TEELMER
EPNEELAESHE(AEEEE] - &
EETA A AEEBERERERNRIRE—XME
SH - AEBESFKRETITIE—FTANKAR
etz - MtEAEEms - AEBEH
EERENEE —HEEFEHR -2 -
T+ A=+—BHIEFEE AEEANSE
NiES HAPELH AR 58990000 L (ZF=—
F M AREES536450007T) °
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33. CASH FLOW INFORMATION 3. 5l &EWBRE LS
(a) Reconciliation from profit before income tax Lo (a) B PFr 45 0 i ) 3 B 208 N B W B B &
cash generated from operations: i R R

2022 2021

RMB’000 RMB'000
ARBT ARETT

Profit before income tax Bk FT1S & 311 %1 1,211,993 1,045,057
Adjustments for: FAZEIEF :
Depreciation of property, plant and equipment (Note 6)

FENZEY - BELREIE (Fe) 170,584 165,869
Depreciation of right-of-use assets (Note 7) £ FI# & EITE (FE7) 82,508 73,838
Amortisation of intangible assets (Note 8) & fiZ & 2= #4 8 (Ff )£ 8) 6,408 6,453
Amortisation of other long-term assets - th & 53 & = # £ 2,222 3,555
Provision for impairment of inventories 17 & Bk (B X #5 5H1R 24,293 94,137
Reversal of impairment of receivables & U 5k TE Rt (B &2 [a] (12,807) (4,620)
Provision for impairment of goodwill 7 Z 5 (B 27T e = 900
Losses on disposal of non-current assets 3E R BN & E R IZ 1B K 1,445 1,132
Amortisation of deferred income — government grants (Note 18)

EIEWA — BN Bn e 58 (FHE18) (62,667) (12,767)
Interest income (Note 24) | 8 A (Ff)E 24) (44,221) (28,051)
Interest expense (Note 24) F| 8.3z i (Ff)E 24) 53,798 61,796
Exchange (gains)/losses (Note 24) [ i, (Ugz5), /18 5k (MfE 24) (3,871) 2420
Share of (profits)/losses of investments accounted for using the equity method (Note 10)

ZHREREARNIRERN (), EEG5E (HE10) (811) 1,931
Other losses/(income) and gains, net E£fbi82(Wzs) K FI5 - F58 658 (149)

Operating profit before working capital changes %18 & 4 B &5 2 &£ & 78 1,429,532 1,411,501
Changes in: &
Inventories 17 & (386,467) (218,755)
Trade and bills receivables JEUBR 7 & & (316,628) (196,426)
Other financial assets at amortised cost LA SRR At 2EMH S FE E (3,662) 4,199
Prepayments and other current assets T8 5k R E R BN & 2 49,003 (12,025)
Financial assets at fair value through other comprehensive income

NARBEAEEEEHAAHMGEE RGN EREE 13,405 (60,729)
Trade and bills payables FE1 BR 3% &2 Z 4% (70,481) 175,889
Contract liabilities & [ & (& (3,813) 219,986
Other current liabilities E th 7t 8 & f& 135,723 (46,663)
Proceeds from government grants ¥ ZEUW A — BURT 4 B 23,855 8,286

Cash generated from operations 4% & Eh Uk EI| )38 & 870,467 1,285,263
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33. CASH FLOW INFORMATION 3B.BEMERE R w0
(CONTINUED)
(b) Analysis of the balances of cash and cash (b) B& KRB EEED ST E WX

equivalents and term deposits placed with banks

As at 31 December, cash and cash equivalents were denominated in the R+ZA=+—08 Re KR ZEMEERE
following currencies: FIREAT ¢

As at 31 December
R+=—A=+—H

2022 2021
RMB’000 RMB'000
ARBT T ARET T

Cash at bank and in hand 38 & RR1T R HATE X

RMB AR 1,962,406 1,933,326
HKD 7 1,596,822 1,162,352
Macanese Pataca J2F97T 68,061 57,896
Australian Dollar 8 A 98 7T 16,574 25,344
United States Dollar 7T 21,091 17,396
Canadian Dollar i1 & AT 15,667 16,155
Singapore Dollar T 03 7T 17,412 14,878
New Zealand Dollar ¥ 7 # 7T 15,033 6,486
UAE Dirham Py B 2 3 1y 48} 2,922 3,749
Other currencies E {th & #& 5,680 8,577

3,721,668 3,246,159
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33. CASH FLOW INFORMATION 3.0 EMERE R w0
(CONTINUED)
(b) Analysis of the balances of cash and cash (b) & RIBEFEHD MR € WX @

equivalents and term deposits placed with banks

(Continued)

Bank deposits with original maturities of over three months were  [E 44772k HAFR #1838 = (@ B WSR 1712205 R AR
classified as term deposits placed with banks and denominated in the 4T BRfZ 2% IR MEFEDI| R0 T

following currencies:

As at 31 December
R+=A=+—H

2022 2021
RMB’000 RMB'000
ARBT T ARBTT

Term deposits placed with banks $817 7E Ei7F 3¢

HKD 7 189,470 482,711
RMB A R 100,000 -
Canadian Dollar 12X 7T 15,344 10,774
Singapore Dollar T 03 T 8,893 8,061
Other currencies E fih &5 # 12,296 1,494

326,003 503,040

As at 31 December 2022, the cash in hand balance of the Groupwas R—-EFE—-—F+—-"H=+—H ' KNEFERFIR
RMB1,524,000 (2021: RMB850,000). Cash at bank and term deposits placed 4 £4%8 & A R ¥ 1524000 T(— T - —4F : A

=

with banks balance of the Group was RMB4,046,147,000 (2021: R #¥8500007T) - ANEERITFER LBTITEH

RMB3,748,349,000). Management did not expect any losses from non- 1z X 458 & A R 4,046,147,000 T ( — &2 = —

performance by those banks. F 0 ARME3,7483490007T) c BIEBRAZE
TR ERRR(E AR EIE
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33. CASH FLOW INFORMATION

(CONTINUED)

(¢) Reconciliation of cash flows from financing
activities

This section sets out an analysis of cash flows of financial liabilities from
financing activities and its movement for each of the year presented.

3.0 &M ERE R w®

(c) ¥ T B P s A v B 4 o o

AEFINSEBEARIIROEE R AELE
MR SRENDITMES -

2022

RMB’000
ARBET R

2021
RMB'000

ARETT

Gross debt — fixed interest rates 48(&# — & F & (899,946) (105,499)
Gross debt — variable interest rates #2F 7§ — JF 8| K (572,347) (1,387,346)
Lease liabilities & & & (122,616) (150,877)

(1,594,909) (1,643,722)

Borrowings due
within 1 year
—FREHER
RMB'000
ARETFT

Borrowings due
after 1 year

—FRIBER
RMB'000
ARBTT

Lease liabilities
HESE
RMB'000

ARETT

Total

st
RMB'000
ARBTTT

Liability from financing activity as at 1 January 2021

R-ZE-—F—F—-HEBRIPNEE (1,056,299) (483,227) (147,588) (1,687,114)
Cash flows B4 75 & 314919 (275,132) 59,643 99,430
Acquisition — leases 32 il — F & - - (54,805) (54,805)
Foreign exchange adjustments [ & 2% - 45 3,996 4,041
Other changes " E A &) 0 (19,312) 26,161 (12,123) (5,.274)
Liability from financing activity as at 31 December 2021

RZZEZ—F+ZA=+—HEETHHEE (760,692) (732,153) (150,877) (1,643,722)
Cash flows & 752 525,392 (505,055) 69,869 90,206
Acquisition — leases 12 1 — & - - (29,589) (29,589)
Foreign exchange adjustments & & % - (40) (6,185) (6,225)
Other changes @ E fth & &) (15,196) 15,451 (5,834) (5,579)
Liability from financing activity as at 31 December 2022

NZZE-—F+-_A=+-REETHNERE (250,496) (1,221,797) (122,616) (1,594,909)

o During 2021, other changes are non-cash movements, mainly including
non-current borrowings of RMB25,392,000 reclassified to current portion
and lease modification.

@ During 2022, other changes are non-cash movements, mainly including
non-current borrowings of RMB15,196,000 reclassified to current portion.

AR 2530200 TR BEREDEERIE R KL
HEES -

& — =

—=

B EMEHAERSEE  FERE
ARH15196,000 TREEREDBERENER ©
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34. RELATED PARTY TRANSACTIONS

Related parties are those parties that have the ability to control the other
party or exercise significant influence in making financial and operating
decisions. Parties are also considered to be related if they are subject to
common control.

Related parties include the ultimate holding company and its subsidiaries,
other entities and corporations in which the Company is able to control
or exercise significant influence in making financial and operating
decisions and key management personnel of the Company as well as
their close family members.

During the year, the Group had the following material transactions with
related parties, which were entered into at terms mutually agreed with
these related parties in the ordinary course of business.

(a) Transactions with the ultimate holding company

Transactions with the ultimate holding company during the year are
summarised as follows:

34. BT R 5

BT RIE— BRI m — T REREMS
MEERAR EHEMEAFE - AR EHERE
] B9 A T I8 1R R B

B BRERERARMETEFAR - H
AR BB H EM BN ERRE TEIE
SEMEBATE 2 ARIARARRAREREA
B RMPIRREZBNRERE -

REEREBMEFR AR BN TEARS < &
LR HRN—REFKBETIZEBEBABZETE
IV ERFETTHY ©

Trademark licence fee (Note () BI1Z{E R & (MT ()

Property leasing expense (Note (i) ¥ 2 & & A (M) i)

Additions to right-of-use assets ¥ &) {& A& &

— Property, plant and equipment (Note (ii)) B & M iZEEY) « 5 K& (FE i)

Interest on lease liabilities T & B & F] 8.5

— Property, plant and equipment (Note (i) B/E M2V « 5= K& B (FHE i)

— Land use right (Note (iii)) == 3 {3 FB 4% (B3 Gii))

2021
RMB’000 RMB'000
AR¥T T ARETIT
4,150 3,850

838 817

844 -

434 937

1,305 1,588
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For the year ended 31 December 2022 #HZE=ZF - —F+=H=+—HI-FEZE

. RELATED PARTY TRANSACTIONS

(CONTINUED)

Transactions with the ultimate holding company

(Continued)

Notes:

(ifi)

A licence agreement was entered on 28 February 2018 between the
Company and the ultimate holding company whereby the Company is
allowed to use certain trademarks and trademark logos (collectively,
“Trademarks”) of the ultimate holding company. The licence agreement is
effective from 1 March 2018 to 31 March 2021. The annual licence
agreement fee is RMB3,000,000 with an annual increase of RMB300,000
thereafter.

During 2021, the Company renewed the licence agreements with the
ultimate holding company with similar terms, for a term from 1 April 2021
to 31 December 2024. The annual licence agreement fee for 2022 is
RMB4,150,000.

On 30 December 2022, the Company renewed the property leasing
framework agreement with the ultimate holding company, for a term of
three years from 1 January 2023 to 31 December 2025. The continuing
connected transactions under the Property Leasing Framework Agreement
was entered into in accordance with the pricing policies below: (1) The
relevant market price. (2) Where the market price is not available, then the
contracted price, which shall be determined after arm’s length negotiation
between the parties of the agreement based on the principle of cost plus a
fair and reasonable profit ratio and by reference to the historical rentals. The
reasonable cost shall be determined by reference to the size of the
premises provided by the ultimate holding company, and the cost of
premises management.

On 26 March 2021, a land use right leasing agreement was entered into
between the Company and the ultimate holding company, with a lease
period of 5 years commencing from 6 October 2020. The annual rental
expense is about RMB8,373,000.

92

(a)

BT -

(if)

(iff)

(#)

A. BT RR 5 w0

il f 28 R I 8 W AR 5 ()

J’L /\

ARRER B NF A+ /\BERKIZA
AlRIS— f?ﬁﬁﬁﬁﬁﬁ—!/\ﬂ R - AR T—H?E
RR&ERARNAEMAREE (R B8] -

%’Fﬁ‘—’dﬁ)ﬂ%ﬁﬁi@:i—/\iiﬂ HEE-T——

FZA=t+—Hit - —Z2- \FEFREAFAA

AEBEAARE300ET WEEBFEEARKE30

HIT °

RZTZ—F  RAREKKRIERA R R
RERBIBIZEATUAR  FHBARK =S
T—EmNA-BE-_Z-_WE+-_A=+—H8 =
T CFEEEERFUARSEAMNSETT
F T _F+ZA=Z+H RAREKKIERA

BRIMEHEERDE  AHE=F g=-T==
¢ A—BREZ_Z-_RAF+-A=+—Hit -

EHEEER W IﬁTﬁ%?ﬁL ZHIRBIAT EER
AT (DARRAT(E » Q) W FEEEET(E - RIATAY
ffEiJTﬁEETﬁ%ﬁ%ﬁﬁ*ﬁ%ﬁﬁk$bﬂ/Ajﬁ’a\ﬁﬂifxﬁtb%%,ﬁﬂ
WSEREEE  ERVEREMKETE - GEKAMRE
RERLERDRRENDERE - URYEER
ERMEE

ARARR-ZE-—F=ZA -+ RNBEKKERAF
FE T REEERS HAME—F =%
F+AXNBRE AHLF - FHEORARE
8,373,000 7T °
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34. RELATED PARTY TRANSACTIONS  34. BB H R 5 @

(CONTINUED)

(b) Transactions with the subsidiaries and joint (b)y HERARERAFNTFARRS
ventures of the ultimate holding company Mz 5

>
=
4

2022 2021

RMB’000 RMB'000
AR®T T ARBTT

Sales of Chinese medicine related products (Note (i) #8555 A 2548 B8 2= & (F95E () 1,565,323 1,297,032
Purchases of Chinese medicine related products (Note (ii)) £ B8 b %548 B8 &= & (B (i) 220,171 125,104
Purchases of products for exclusive distributorship (Note (iii)) £ ¥8 2% 48 $5 2 & (FE (i) 17,266 11,858
Advertising services income (Note (iv)) J& &5 ARFEUA (M (iv)) 14,524 27,874

Property leasing expense (Note (a)(ii) 1% EE A (M £ a)(i) = -

Additions to right-of-use assets (Note (a)(ii)) 3 1 & {85 F 4 & B (Bt £ (a)(ii)) 2,284 -
Interest on lease liabilities (Note (a)(ii)) 70 & & EF.8 3% & (K1 )F @)(ii) 139 250
Disposal of partial equity of subsidiaries (Note (v)) B2 & T2 al 285 B HE (M JE (v)) 61,387 -
Notes: K -

0) On 16 October 2019, the Company entered into the distribution framework (i) NZZE—NE+AT/NB  RATEZKIERAT]

agreement with the ultimate holding company. Pursuant to the renewed ’?‘%ET%%*E?E’ET%E% ’ *E}J?EZT%@Z REEBIHE
agreement, the price of the products to be sold by the Group to the FREER AT T RARIREECEZEREBRE
ultimate holding company’s subsidiaries and joint ventures shall not be 7T_1EEE’\$E@WE+M§ % 75%#1%2{5% Wiz
lower than that charged by the Group to other independent third parties BERAMATFEENERETE - ZEHEDE
and shall be determined in accordance with a reasonable cost plus a fair KRB ZE—NF+=A 'f‘/\ EI ARFRE IR ERERIKR
and reasonable profit margin. The renewed agreement was approved at gt BH=F H-_FT-_TF—HF—HE=F
the extraordinary general meeting of the Company on 16 December 2019 ——F#+=-A=+—H-

and for a term of three years from 1 January 2020 to 31 December 2022.

On 28 November 2022, the Company and the ultimate holding company 75’\\_ S F+—AZ+TN\R - ARBEKKIER
renewed the distribution framework agreement with similar price policies. NAEJAEUNEBRBRER ZIHEELR SRR - %
The renewal agreement was approved at the extraordinary general meeting Ei R EARR S - —F+= )E] +=-HA
of the Company on 22 December 2022 and for a term of three years from 1 7 E’JHX%%E'JKATH:/E RE=F {$-T_=F

January 2023 to 31 December 2025. —A—HEZZ-RF+-_A=1+— E|°
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RELATED PARTY TRANSACTIONS

(CONTINUED)

Transactions with the subsidiaries and joint

venlures of the ultimate holding company (Continued)

Notes : (Continued)

(if)

(ifi)

On 16 October 2019, the Company entered into the master procurement
agreement with the ultimate holding company. Pursuant to the agreement,
the subsidiaries and joint ventures of the ultimate holding company can
supply to the Group the products that are required for the Group's
production, sale and distribution. The price procured by the Group from the
ultimate holding company’s subsidiaries and joint ventures shall be
negotiated by the parties on an arm’s length basis. The renewed agreement
was approved at the extraordinary general meeting of the Company on 16
December 2019 and for a term of three years from 1 January 2020 to 31
December 2022.

On 28 November 2022, the Company renewed the procurement
agreement with the ultimate holding company. The terms and conditions
procured by the Group from the ultimate holding company's subsidiaries
and joint ventures shall not be inferior to the price of the procurement from
any independent third party or fair market conditions (whichever is better).
The renewal agreement was approved at the extraordinary general meeting
of the Company on 22 December 2022 and for a term of three years from 1
January 2023 to 31 December 2025.

On 6 November 2020, Tong Ren Tang Chinese Medicine renewed the
exclusive distributorship frame-work agreement with Tong Ren Tang Ltd,,
with an effective period from 1 January 2021 to 31 December 2023,
pursuant to which, Tong Ren Tang International Natural-Pharm, a wholly-
owned subsidiary of Tong Ren Tang Chinese Medicine, is appointed as the
sole distributor outside Mainland China of the Tong Ren Tang Ltd,, for the
purpose of the distribution of the relevant Tong Ren Tang branded
products supplied by Tong Ren Tang Ltd. ("Relevant Products’) outside
Mainland China. The price of the Relevant Products supplied shall not be
higher than the wholesale price of the Relevant Products sold to the
wholesale customers in Mainland China. The renewed agreement has been
approved by the extraordinary general meeting of Tong Ren Tang Chinese
Medicine on 17 December 2020.

«

4

o/

(b)

BT -

(i)

(iff)

. BT R 5 (a0

HBEZRERARMN T AR EGERE
HIAE 5 ()

(#)

AABIRZE—NF+ A+ NAESRKRITRAFER
Bl EREBAER s o Bt - SRR ARAT
DRIRAETENMAEBRHERAERLE  HE
ROEAMTECZER - AEBERZEZERAGNTA
AIREECERBENERBIEATFRAEITER °
REIMBEEARAR —E—NFE+-_A+<B7
FRREERRSIE  BE=F H-_T-2F
—A—BE—E-—_F+-A=+—H-

RZZEZ=ZF+—A=+/\H » AARHEFLRITRK
NEVEFZRBIER N Z - A EERSKIERA
AT REIREELERBEBNERRIGHTEER
MERBLE = FREMNERI AL TS EE A
MEREBERE) ZEBEIHECERARF T
T oF+ A+ - HBAFANRERR R HE
A=F - T-_=F—HF—HBE_ZT_"H#F
+=—A=t+—8-

RZZE-ZEF+—AAH  RCEREER{CER
MEFTBERECERE  BRBAR T =—F—A—
AE-Z-_=F+-A=+—08 - BEHz% B
EEEN2ETRARIRCERREEELARCER
19 R B R LA SNE R 4C S5 7 B AR AR B A b LA S
WEREERCERNEE2EHERCEREER
([HERER) RCEROCERABERNERS
TERHEHE T B AL SH B A LB (E AR o 3215
HOER-—Z-_EFE+ - A++HBRNRCER
BERY R RIS HEE -
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For the year ended 31 December 2022 #Z =L = —F+ = H=+—HILFE

34. RELATED PARTY TRANSACTIONS

(b)

(CONTINUED)

Transactions with the subsidiaries and joint
ventures of the ultimate holding company (Continued)

Notes : (Continued)

(iv)

(v)

(c)

On 28 February 2020, Tong Ren Tang Century Advertising renewed the
advertising agency framework agreement with the ultimate holding
company for a term of three years from 1 January 2020 to 31 December
2022. Accordingly, the fees for the provision of specific services by Tong
Ren Tang Century Advertising to the ultimate holding company or its
subsidiaries and joint ventures under individual implementation agreement
shall be determined with reference to the actual quotation offered by third-
party advertising providers on the basis of their published price lists, plus a
reasonable fee for the advertising agency service provided by Tong Ren
Tang Century Advertising (generally not higher than 10% of the quote
offered by third-party advertising providers).

On 31 August 2022 and 30 November 2022, the Company disposed 49%
equity interests in Nansanhuan Zhonglu Drugstore and 49% equity interests
in Tong Ren Tang Second Traditional Chinese Medicine Hospital to Tong
Ren Tang Medical Caring at a consideration of RMB19,376,000 and
RMB42,011,000 respectively. Details of the transactions are set out in Note
9(a).

Kt‘y managelnent compensation

Key management includes directors (executive and non-executive) and
senior management. The compensation paid or payable to key
management for employee services is shown below:

34.

(b)

HE -

(iv)

(c)

[5# W6 5 22 B 0

N

W KR AT AR A B A%
A 5 (a0

(%)

RZEBE-ZFF-_A-1+\B RCEHLESHESR
BIERARBITRERBIEL RS A =F &
BN —_FE-_TF—A—RHE-_T-_—_%+=-A
Zt+—H it REEHLEESBREIZRAR
MEFARSEEDERABNITIHEE NARME
MEBRGEZBRNEREE = FESRERER
BETIOEMER FREMNERFEUARRCER
CEENEGEREERA(—MITEREZHFESE
HERE10%) °

KRB —_FNA=+—BN=_ZFT=_—F+—A4
=+8 ' A2FD IR AREE 19376000 AR
BA42011 000 T EBERRCEEEEETH R
FR PR B JE 4996 H) AR K [B{C B 55 = B8 BE P 49% HY
BRHE - FFIE B2 R M)

FREHA BB

ZEEABBREPITIFNTESNERE
BAE - BEERFAEIEEEABNNE
HEVB 0T -

As at 31 December

R+=HA=+—8
2022 2021
RMB’000 RMB'000
ARBTR ARETT
Salaries and other short-term employee benefits % & F1H 1 52 #{/& 8 18 7 9,171 9,288
Pension costs — defined contribution plans 32K & pk A — FEEMH FET 2] 838 448
10,009 9,736
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For the year ended 31 December 2022 #Z =L = —F+=H=+—HILFE

34. RELATED PARTY TRANSACTIONS 34, B 5 & 5 o

(CONTINUED)
(d) Balances with related parties (d) B G 2> W) A 2R Ak A
As at 31 December, balances with related parties consisted of: RTZA=+—08 BB ARERBRES

As at 31 December
R+=—HA=+—H

2022 2021
RMB’000 RMB'000
ARBET R AREET T

Amounts due from related parties (Note(i)): FEUX BB B A T 7 E (ME (1) -

Ultimate holding company B #2422 % /2 7]

Trade receivables, net EURBRFX - FE 13 -
Other financial assets at amortised cost ABE 82k At E N E M & R EE 736 698
749 698

Subsidiaries and joint ventures of the ultimate holding company

BERRATNTFATNRABLE

Trade receivables, net JEWBRFX - 7F1E 266,669 87,721
Prepayments A1 BR X 1,489 1,092
Other financial assets at amortised cost LA EARK A st BN H MW S FEE 866 794

269,024 89,607
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For the year ended 31 December 2022 #Z =L = —F+ = H=+—HILFE

34. RELATED PARTY TRANSACTIONS 34, B 05 A& 5 o

(CONTINUED)

(d) Balances with related parties (Continued) (dy B 2> W) A 2 R B ()

As at 31 December
Rt+t=BA=+—8H

2022 2021
RMB’000 RMB'000
ARBT R ARBTT

Amounts due to related parties (Note(i)): F&{< B8 B 2 T 708 (Ff3E (i) -

Subsidiaries and joint ventures of the ultimate holding company
REERATRNFRANAERE

Trade payables 1< AR5k 25,388 25,631
Other payables E fib & { 3¢ 33,229 25,906
Contract liabilities & R & {& 8,498 3,406

67,115 54,943

Lease liabilities: HE & & :
Ultimate holding company or its subsidiaries (Note (a)(ii)), (Note (a)(iii))
SR A B REFAR (MDHEQ)) - HE (@)ii) 23,422 42,723

Borrowings from a related party (Note(ii)): #£ B85 2 5] & A f9FRIE (B (ii)) -
Ultimate holding company fx 442 % A 7] 32,300 32,300

Notes: BE -

0] The amounts due from/to related parties are unsecured, interest-free and () U TER R A BISEARE BRTEMRK

recoverable or repayable within twelve months. B WETZEAARNEE -

(i) Borrowings from a related party are in the form of entrusted loans which (i) BB AFERABERTRRAEHNETER - BEX
are unsecured, bear interest by reference to benchmark lending interest FESERBARRTRAPERERNEREET
rate published by the People’s Bank of China with moderate decrease and o WIE—FREE -

repayable within one year.
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For the year ended 31 December 2022 #Z =L = —F+=H=+—HILFE

35. BANKING FACILITIES

As at 31 December 2022, the Group had aggregated banking facilities of
RMB1,837,910,000 (2021: RMB1,543,290,000) for loan and other trade
financing. As at 31 December 2022, the unutilised banking facilities
amounted to RMB6,565,000 (2021: RMB86,446,000).

36. COMMITMENTS

(a) Capital commitments

As at 31 December, the Group had the following capital commitments
which were contracted but not provided for:

35. S4T Rl E
RZE-_—F+—-_A=+—8 ' x£EEHEEA
R ¥ 1837910000 LiRITIEERE(Z T = —
F: AR¥1543290,0007T) * AIARERFE
S@E -R-_TE-_—_F+-_A=+—8 " kH
ZEREEABARKEG656500T(Z T —4%F:
AR ¥ 86,446,000 7T) °

36. A ut FIH
(a) BEAAKG

R+—A=+—8" $$@ﬁﬁﬂ—l—ﬁéﬁi}§@%ﬁ:
B IRER NEE RN E AR

As at 31 December
Rt+t=A=+—8

2022
RMB’000
ARBT T

2021
RMB'000
ARETT

Property, plant and equipment B & MIZEEY) - S K& &

65,787 69,210

(b) Operating lease commitments

As at 31 December 2022, undiscounted future lease payments amounted
to RMB3,559,000 (2021: RMB2,794,000) were committed by the Group but
the relevant lease periods had not commenced, including the short-term
and low-value leases amounted to RMB2,839,000 (2021: RMB2,794,000)
and lease commitments to be recognised as right-of-use assets upon the
lease commencement date in 2023 amounted to RMB720,000 (2021: nil).

(b) M ERE

RZE-—F+-A=+—8 AEEE&EH
BRABHRFTEARBENREAARE
3559000t (ZE-—F+=-_A=+—H: A
R#279400070)  EP G HEAEMEEEMR
%ﬁAEﬁ%zswoooE(_;_—iwL A
=+—H: AR®2794007T) BHR =
__E?r‘ﬂif‘fﬁgﬁ%ﬁﬁf*aHﬂ&ﬁﬁw%ﬁ;ﬁﬁ%é?‘ﬂ’]
HENZBEBAARE72000T(ZE=-—4F
+—A=+—H :#)-
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For the year ended 31 December 2022 #HZE=ZF=Z=—F+=-HA=+—HI-FE

37. BALANCE SHEET AND RESERVE 37. o v E A AR SO A
MOVEMENT OF THE COMPANY

Balance sheet of the Company AV EEAAE

%

LIFS

As at 31 December
Rt+t=BA=+—8H

2022 2021
RMB’000 RMB'000
ARBT T ARBTT

Assets EE
Non-current assets IE R E & E
Property, plant and equipment B/E X iZEY) « BE K& 1,462,395 1,478,846
Right-of-use assets {5 Fi #E & 2= 263,678 281457
Intangible assets 2 & 6,926 10,056
Investments in subsidiaries ¥ 7/ AIA) R & 1,431,832 1,429,477
Investments accounted for using the equity method A #5 A ABRRIIR & 21,200 21,200
Prepayments for purchase of property, plant and equipment
BE R 2EEY) - B KRR TR K 28,412 24,471
Deferred income tax assets EIEFTSH1 & & 22,158 25,572
3,236,601 3,271,079
Current assets B & &
Inventories 17 & 2,429,381 2,110,240
Trade and bills receivables fE U AR 5 & =% 502,734 584,689
Amounts due from subsidiaries &Y F 72 &) 518 260,014 258,668
Other financial assets at amortised cost LA SAFX AT EMH M S FE E 3,324 4,265
Prepayments and other current assets J815 5k & E (7R B & = 78,332 33,682
Financial assets at fair value through profit or loss
LARBEIZEEEH I ABENEREE 429 -
Financial assets at fair value through other comprehensive income
LAREBEIZEESHIAHEMGERENEREE 98,148 111,553
Term deposits placed with banks 217 7E HiTF 3¢ 100,000 -
Cash and cash equivalents IR & &R & Z(EY) 1,290,213 1,367,261
4,762,575 4470358

Total assets EE &5+ 7,999,176 7,741,437
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For the year ended 31 December 2022 #HZE=ZF - —F+=H=+—HI-FEZE

37. BALANCE SHEET AND RESERVE 37. ~uE| B B R R iR A ) R

MOVEMENT OF THE COMPANY ()
(CONTINUED)
Balance sheet of the Company (Continued) o a) ¥ E A E R @

As at 31 December
Rt+t=—RA=+—8

2022 2021
RMB’000 RMB'000
ARBT R AREBTT

Equity and liabilities % & & f&

Equity attributable to owners of the Company 5 BR A QAT fiEH

Share capital % Z< 1,280,784 1,280,784
Reserves (Note (a) f&# & (FI)E (a)) 4,117,265 3,788,140
Total equity iz &5 5,398,049 5,068,924

Liabilities & &

Non-current liabilities 3EF B & &

Borrowings f& X 1,221,500 731,500
Lease liabilities & & (& 14,410 21,090
Deferred income — government grants JEIEU A — ERFT 1 B) 26,132 37,261

1,262,042 789,851

Current liabilities B & &

Trade and bills payables &1 BR 3% & ZE % 430,183 642,446
Salary and welfare payables JE{& T & K& 5| & 27,443 26,501
Amounts due to subsidiaries &t F A &) 718 291,147 174,719
Current income tax liabilities & BT 5 FE & & 12,809 14,993
Other payables E b & {5 53X 323,523 248,962
Borrowings f& ik 247,300 757,300
Lease liabilities & & (& 6,680 17,741
1,339,085 1,882,662

Total liabilities & & & 5+ 2,601,127 2,672,513
Total equity and liabilities #£ 3 & & E#& 5+ 7,999,176 7,741,437

The balance sheet of the Company was approved by the Board of AFIHMBREEHESeN T _=F=H

Directors on 22 March 2023 and was signed on its behalf. “+-RiE TRREEFLERE -
Gu Hai Ou EE/5 &8 Feng Zhi Mei & &1

Chairman EF Director # %
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For the year ended 31 December 2022 #Z =L = —F+ = H=+—HILFE

37. BALANCE SHEET AND RESERVE 37. nulEEAMKAERES B R

MOVEMENT OF THE COMPANY ()
(CONTINUED)
Balance sheet of the Company (Continued) AVEEAMBE@®
(a) Reserve movement of the Company (a) AFERBHR

Statutory Statutory
Capital surplus public Retained
reserve reservefund welfarefund  Taxreserve earnings

EERH

EXfHE AEE  LEAES #HES Bl BHas
(Note 17(a)) (Note 17(b)) (Note 17(b)) (Note 17(c))
(#x17@)  (BEiw)  (KEiw)  (BE170)

RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000

ARETT ARETT ARETT ARETT ARETT ARETR

Balanceasat 1 January 2021 R=E=—F— A—A#%H 414100 585,530 45455 102,043 2449337 3,596,465
Profit for the year B8 - - - - 396,600 396,600
Appropriation to statutory surplus reserve fund

REVEERBDLES - 39457 - - (39,457) -
2020 dividends to shareholders of the Company

PRARARR-Z_TFERE - - - - (204,925) (204,925)

Balance as at 31 December 2021

R-Z-—%+-R=+-H0HHE 414100 624,987 45455 102,043 2,601,555 3,788,140
Balance asat 1 January 02 A —E = ~F—F— %% 414,100 624,987 45,455 102,043 2,601,555 3,788,140
Profit for the year B8 - - - - 534,050 534,050
Appropriation to statutory surplus reserve fund

RIZERBLOES - 53,492 - = (53,492) =
2021 dividends to shareholders of the Company

DERADARE-ZT-_—FERE - - - = (204,925) (204,925)

Balance as at 31 December 2022
R-E-—F+-A=+—H4E 414,100 678,479 45,455 102,043 2,877,188 4,117,265
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