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Management Discussion and Analysis

BUSINESS REVIEW

During the year ended 31 December 2023 (the “Reporting Period”),
the Group was principally engaged in three businesses: (i)
pharmaceutical products business; (i) finance leasing business; (iii)
genetic testing and molecular diagnostic services. The three
businesses are stated as below:

Pharmaceutical Products Business

Since the successful transfer of the production line of the Group from
our 51%-owned subsidiary to our wholly-owned subsidiary in August
2022, the core production centre as well as the exclusive sales
channel of the Group’s own developed pharmaceutical products has
been under control of our wholly-owned subsidiary during the
Reporting Period. As such, the Group has been able to increase its
share of profit generated from the sales of this segment as a significant
portion of such profit is no longer required to be shared by the non-
controlling interests of our 51%-owned subsidiary as in the past years.
However, there is a very substantial increase in the general cost as
well as a shortage in the volume of supply of traditional Chinese herbal
materials in the PRC since the start of the year of 2023 which has
adversely affected the gross profit margin as well as the volume of the
sales of our own developed pharmaceutical products in the Reporting
Period.

The Group will take a more cautious approach to increase its market
share by expanding its production capacity and promoting its own
developed pharmaceutical products as the actual pace and progress
of economic recovery in China has not been as promising and
encouraging as originally expected during the Reporting Period.

Fujian Zhixin, an indirect wholly-owned subsidiary of the Company,
acts as a sales agent nationwide for herbal medical materials, Chinese
herbal medicine, Chinese patent medicine, chemical drug
preparations, antibiotic preparations, biochemical pharmaceuticals,
biological products, healthcare products and food products.

During the Reporting Period, the revenue derived from the
pharmaceutical products business decreased by 34.15% to
approximately RMB100.52 million (2022: approximately RMB152.65
million). The profit derived from the pharmaceutical products business
decreased to RMB19.82 million for the Reporting Period, representing
a decrease of approximately 72.05% as compared to RMB70.90
million for the corresponding period in 2022.
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Management Discussion and Analysis

BEEENWED T

Finance Leasing Business

The operation of the finance leasing business has been centralized in
an indirect wholly-owned subsidiary of the Company, Union
Development Financial Leasing (Shenzhen) Company Limited* (B &
BREMEMEE(FY) AR A F)(“Union Development”). The revenue
derived from finance leasing business of the Group for the Reporting
Period was approximately RMB7.25 million (2022: RMB14.82 million).
Given that most of the subsisting finance leasing contracts had
expired and promptly settled in the latter half of 2023 and the Group
having adopted a more prudent and cautious approach in the
evaluation and granting of new finance leasing loans, the Group had
not entered into any new finance leasing contracts in the latter half of
2023. The Group only had a total of two customers as at 31
December 2023 (31 December 2022: 21 customers).

Business Model and Customer Profiles

The Group’s finance leasing business mainly provides financial leasing
services of medical devices and rehabilitation equipment which are
complimentary to the Group’s existing pharmaceutical products
business. The business of the lessees of our current finance leases
were generally in the medical industry, pharmaceutical industry and
public infrastructure industry. However, the Group’s finance leasing
services are not intended to be limited to any particular business or
industry. Further, the products manufactured by the leased medical
devices and rehabilitation equipment are not related to the business of
the Group. The Group also does not preclude the possibility of
providing financial leasing services for other types of devices and
equipments.

Credit Risk Assessment

The potential lessee will first approach Union Development to confirm
whether the equipment or devices fall within the scope in which
financial leasing can be arranged. The management of Union
Development will conduct site visits and carry out due diligence on the
potential lessee, the equipment or devices proposed to be leased,
assess the risks of the potential lease and followed by seeking the
initial approval from the Group. The Group will further review, inter alia,
the credit quality of the potential lessee, the purpose and value of the
assets proposed to be leased, the financial conditions of the potential
lessee, the ultimate beneficial owner(s) of the potential lessee and
other relevant factors to assess the repayment capability of the
potential lessee.
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Management Discussion and Analysis

Approval Process

If the Group approves the finance lease in principle, the management
of Union Development will further negotiate with the lessee on the
terms of the transaction which include, inter alia, the lease terms, the
interest rate, the option to purchase the equipment or device upon
expiry of the lease term, etc. The Group will further check and seek
professional advice on the compliance requirements and will comply
with the requirements of the Rules Governing the Listing of Securities
(the “Listing Rules”) on The Stock Exchange of Hong Kong Limited
(the “Stock Exchange”), including making timely disclosures and
obtaining Shareholder’s approval, if necessary.

The Group has established several departments and committee
including, the business department, the risk department, the finance
department and the review committee to implement division of work
(approval, release and review of the lease). The Group has also
established lease approval procedures, internal guidelines and
standard forms for the finance lease business, including the due
diligence report on the lessees, lease approval checklist and lease
evaluation checklists. Further, the management has also formulated
pre-lease and post-lease administrative measures for various
departments of Union Development to follow up, including the
administration of guarantees and assets charges, monitoring of
overdue payment, handling of leased assets and post-lease
agreement follow ups.

The Board will be responsible for the final approval of material finance
lease agreements and delegate one of the executive Directors to liaise
with Union Development and directly monitor the finance lease
projects with the responsible staff of Union Development, including the
review of the due diligence report on the lessees, preparation of the
finance lease documents, examination of the assets to be leased and
registration of the charges thereto (if necessary), collection of the rental
income, review of the risks and assets portfolio of the finance leases
and regular site visits and reviews of the lessees. The Group also
regularly monitors its working capital ratio, quick ratio and other
relevant financial ratios in order to drive its finance leasing business
forward as well as to balance the risks and return of the Group and its
sustainability.
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Management Discussion and Analysis
EIEENWED T

Finance Lease Portfolio
The Group has not entered into any new finance leasing agreements
during the Reporting Period.

The weighted average term of finance leases outstanding during the
year ended 31 December 2023 is 1.6 years (2022: 1.4 years) and all
the leases require repayment by instalments. In the event that the
lessee breaches the finance lease contract, the Group has the right to
use or sell the leased assets and to demand for full or partial
repayment of the outstanding balance of finance lease receivables.

The Company will continue to manage and monitor its finance leasing
business with a prudent approach in order to maximise the long-term
interests of the Shareholders.

Genetic Testing and Molecular Diagnostic Services

Zentrogene Bioscience Laboratory Limited (“Zentrogene”), an indirect
wholly-owned subsidiary of the Company, is primarily engaged in the
provision of, inter alia, genetic testing and molecular diagnostic
services. Zentrogene operates a laboratory with the requisite license in
Hong Kong, providing services such as non-invasive prenatal
diagnosis (NIPD), tumor genetic screening, DNA testing and paternity
testing. Genetic testing is a prerequisite for precision medicine.

During the Reporting Period, the revenue generated from genetic
testing and molecular diagnostic services amounted to approximately
RMB14.33 million (2022: RMB8.45 million), representing a significant
increase of approximately 69.59%, as compared to the corresponding
period in 2022. Such significant increase was mainly due to the
removal of all COVID-19 related social distance restrictions and the re-
opening of the border between Hong Kong and Mainland China during
the Reporting Period.

OUTLOOK

Looking forward to the year of 2024, after the re-opening of the border
of Hong Kong with Mainland China and the end of all COVID-19
restrictions, sustainable economic growth will become one of the key
tone of macroeconomic policies. The Group will evaluate the policies
and proactively adapt to the changes, consolidate and enhance its
competitive advantages. However, the Group expects that our
businesses will continue to face numerous challenges as the actual
pace and progress of economic recovery in China has not been as
promising and encouraging as originally expected during the Reporting
Period. Looking ahead, the Group will continue to rigorously
implement our cost control measures, maintain a flexible and prudent
approach and allocate resources in an appropriate manner to
strengthen its revenue base and optimise its business and financial
performance.
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Management Discussion and Analysis

For pharmaceutical products, the Group expects to achieve a stable
sales revenue. The Group will continue to expand its sales networks in
order to enhance its market penetration rate. However, as a result of
the significant increase in the cost of traditional Chinese herbal
materials in China, the gross profit margin of our own pharmaceutical
products will continue to be adversely affected as in the Reporting
Period.

For finance leasing business, the Group expects the finance leasing
market to remain stable. The Group will closely monitor the
development of the finance leasing market as well as the trend of the
interest rates while remain flexible in adjusting and optimizing its overall
risk appetite and the lease portfolios.

In view of the uncertainties of the strength of economic growth as well
as the relative volatility of the financial market in the PRC where the
Group’s principal finance leasing business operates, the Group will
continue to adopt a more prudent and cautious approach in the
evaluation and the granting of new finance leasing loans in the year of
2024.

The Group will continue to closely monitor the market developments,
seek potential opportunities in existing business segments, explore
and expand into other industries or geographical regions at the
appropriate time and enhance the Group’s future development. The
Group believes that the diversification of its business will facilitate the
Group’s long-term development and business sustainability and
provide better returns for its shareholders.

FINANCIAL REVIEW

Revenue

For the year ended 31 December 2023, the Group generated a total
revenue of approximately RMB122.10 million, representing a decrease
of approximately 30.59% as compared to approximately RMB175.92
million for the year ended 31 December 2022. The decrease was
primarily attributed to the decrease in both the sales of self-
manufactured pharmaceutical products as well as the sales of
pharmaceutical products of other non-competing pharmaceutical
companies.

Distribution Costs
For the year ended 31 December 2023, the distribution costs of the
Group were approximately RMBO0.78 million (2022: approximately
RMB1.60 million), representing a decrease of approximately 51.25%,
which commensurate with the 30.59% decrease in sales during the
Reporting Period.

Administrative Expenses

Administrative expenses amounted to approximately RMB15.39
million for the year ended 31 December 2023 (2022: approximately
RMB17.51 million), representing a decrease of approximately 12.11%.
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Management Discussion and Analysis
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Gross Profit and Gross Profit Margin

Gross profit and gross profit margin for the year ended 31 December
2023 amounted to approximately RMB35.19 million and 28.82%
respectively (2022: approximately RMB91.68 million and 52.11%
respectively). Gross profit decreased by approximately RMB56.49
million as compared with the corresponding period in 2022, which
was mainly attributable to the decrease in both the sales volume of
self-manufactured pharmaceutical products and the significantly lower
gross profit margin recorded as a direct result of the very substantial
increase in the general costs of traditional Chinese herbal materials in
the PRC in the Reporting Period.

Finance Costs
Finance costs for the year ended 31 December 2023 amounted to
approximately RMB2.05 million (2022: approximately RMB1.79
million). The finance costs mainly represented the interest expenses
attributable to the convertible notes issued by the Company on 9
February 2022.

Profit for the Reporting Period

Profit attributable to owners of the Company was approximately
RMB18.63 million for the year ended 31 December 2023, representing
a decrease of approximately 36.24% as compared with the profit
attributable to owners of the Company of approximately RMB29.22
million in the corresponding period in 2022. The decrease was mainly
attributable to the decrease in both the sales volume of self-
manufactured pharmaceutical products and the decrease in the
resulting gross profit.

Basic and Diluted Earnings per Share

The basic and diluted earnings per share for the year ended 31
December 2023 was approximately RMB0.58 cent and RMBO0.51 cent
respectively (2022: approximately RMB0.95 cent and RMB0.89 cent
respectively).

Liquidity and Financial Resources
As at 31 December 2023, the Group had cash and cash equivalents
of approximately RMB332.47 million (2022: approximately RMB21.84
million) and most cash and cash equivalents were denominated in
Renminbi and Hong Kong dollars.

Capital Structure and Gearing Ratio

As at 31 December 2023, the total issued shares of the Company was
3,210,222,500 shares (as at 31 December 2022: 3,196,222,500
shares).

As at 31 December 2023, the share capital and equity attributable to
owners of the Company amounted to approximately RMB29.87 million
and approximately RMB264.45 million respectively (2022:
approximately RMB29.74 million and approximately RMB245.59
million respectively).
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Management Discussion and Analysis

The Group had reviewed the capital structure by using gearing ratio.
The gearing ratio represents the total debt, which includes trade and
other payables of the Group, divided by total equity of the Group. The
gearing ratio of the Group was approximately 39.23% as at 31
December 2023 (2022: approximately 45.52%).

Exposure to Fluctuation in Exchange Rates

For the Reporting Period, the Group conducted most of its business
transactions in Renminbi. The Group has not experienced any material
difficulties or negative impacts on its operations as a result of the
fluctuations in currency exchange rates. As at 31 December 2023, the
Group did not have any foreign exchange contracts, interest or
currency swaps or other financial derivatives for hedging purpose.
Therefore, the Group was not exposed to any material interest and
exchange risks during the Reporting Period. The management,
however, will monitor and consider hedging foreign currency exposure
should the need arise.

CAPITAL COMMITMENTS AND CONTINGENCIES

As at 31 December 2023, the Group did not have any other significant
capital commitment (2022: nil).

Save as disclosed in this report, the Group did not have any other
significant contingent liabilities as at the date of this report.

SIGNIFICANT ACQUISITIONS AND DISPOSAL OF
INVESTMENTS

Save as disclosed in this report, there was no other significant
acquisition and disposal of investments held during the Reporting
Period.

Memorandum of Understanding Regarding a Proposed Acquisition
The Group has entered into a non-legally binding memorandum of
understanding (the “MOU”) with certain shareholders (the “Vendors”)
of MM & KA W FHE B R A 7 (Hangzhou Greensky Biological
Technology Company Limited) (the “Target Company”) on 9 May
2023, pursuant to which the Group intended to acquire from the
Vendors not less than an aggregate of 51% controlling shareholding
interest in the Target Company (the “Proposed Acquisition”). The
Target Company is principally engaged in the research and
development, production and sales of plant extracts, medicine
intermediates and raw materials for supplements. Subsequently in late
October 2023, the Group and the Vendors have mutually agreed to
terminate the MOU and decided not to proceed further on the
Proposed Acquisition as a result of being unable to reach a consensus
on the detailed terms as well as the consideration of the Proposed
Acquisition.

EEENWEDTN

AEBEREAEABLKERTERLE
R-EEAGBLERELAE (BELASE
B &5 RN A R EH bR 5KIR) B
IAEE @R - AEBR T ==
FH+_AZ+—HZEEBBLRED
39.23% (B = =4 : #)4552%) °

B &% 8 m i

BEHAR REBZ KRB EBRH LA
ARBET - REBRRKRAEEE TR
PmEBEARNE  BHEZETAREL
AXBEHATE- R _ZT_=%1+_A
=t—B AEELETAINESL
MERER A AEE PO TR
TTETA - At AEERREHAL
BAEMEAMNERELRR - A &
2B ER W E BT & A IMNE R

g o
ZN

EXRERERSIAEE
RZZEZ=F+=ZA=+—H £5H
WEAMNEMEREARAEKE(ZZ =
FoE) o

BARSHAWBEEI  AEBENARE
Ry EEREMEALABE -

EAREWBERHE

BRAREMWEESN  REMAELE
TEMERARERBERLE -

EHZBNBFRESS

R-ZE-_=FRANB  AEEEFHM
BRREVHXERRA (BREQXADE
TERR(TEADATLTNEERORIN
miEETE ((RBESE]) Bt &
SERABESTEERREARARTIR
51% MIER i E (TREWE)) - BREA
AEENEEYRRY  BEDMEE -
RiEmRHOTAE LERHE -
B R_F_=ZFtAE A5EHRE
TEMEBER ERERESE  XWRER
BE-—PETERRE RARENE
ETLRF AR M R W B OB E R

REEXEEERQT « —T_=FFERE



12

Management Discussion and Analysis
BB D AT

NUMBER AND REMUNERATION OF EMPLOYEES

For the Reporting Period, the Group employed approximately 68
employees (2022: 72 employees) with total staff cost of approximately
RMB11.44 million (2022: approximately RMB18.45 million) from
continuing operations. The Group determined staff remuneration with
reference to the prevailing market salary scales, individual qualifications
and performance. Remuneration packages, including performance
bonuses and entitlements to share options, are reviewed on a regular
basis.

RETIREMENT BENEFIT SCHEME

During the years ended 31 December 2022 and 2023, the Group had
no forfeited contributions under its retirement benefit scheme which
may be used to reduce the existing level of contributions.

CAPITAL EXPENDITURE

For the years ended 31 December 2022 and 2023, there was no
significant capital expenditure of the Group for property, plant and
equipment.

CHARGES ON THE GROUP’S ASSETS

As at 31 December 2023, the Group has charged the entire issued
share capital of Sanai International Investment Company Limited
(“Sanai International”), a direct wholly-owned subsidiary of the
Company, as security (the “Share Charges”) for the convertible notes
issued by the Group in February 2022 (the “Convertible Notes”).

As at 31 December 2022, the Group has charged (i) the bank
accounts (the “Account Charge”) of the indirect wholly-owned
subsidiaries of the Company, Fujian Sanai Biotechnology Limited* (&
Z=ZE AR AR L F) (“Fujian Sanai”) and Fujian Zhixin
Medicine Co., Limited* (18 12 £ 15 & % 8 R 2 &) (“Fujian Zhixin”),
and (ii) the entire issued share capital of Sanai Intemational as security
for the Convertible Notes. On 3 March 2023, the Company has
executed the Supplemental Deed and the deed of release of Account
Charge, pursuant to which the Account Charge has been released.

AMENDMENTS TO THE TERMS AND CONDITIONS OF
CONVERTIBLE NOTES

On 13 January 2022, the Company as the issuer, Mr. Zhi Shao Huan
(“Mr. Zhi”) and Mr. Jiang Heng Guang (“Mr. Jiang”) as the subscribers
(collectively, the “Subscribers”), and Fujian Sanai and Fujian Zhixin as
the obligors (collectively, the “Obligors”), entered into a subscription
agreement, pursuant to which, the Company has agreed to issue, and
Mr. Zhi and Mr. Jiang have agreed to subscribe for, the Convertible
Notes in the aggregate principal amount of HK$72,000,000 at the
interest rate of 3% per annum and at initial conversion price of
HK$0.119 per share. The bank accounts of Fujian Sanai and Fujian
Zhixin were charged as security of the Convertible Notes, and the
entire issued share capital of Sanai International was charged in favour
of Mr. Zhi and Mr. Jiang. Completion of the issue of Convertible Notes
took place on 9 February 2022.
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On 3 March 2023, the Company has entered into the Supplemental
Deed with the Subscribers and the Obligors to (a) amend the
conversion price to HK$0.098 per conversion share; (b) extend the
maturity date for 3 years to the fourth anniversary of the date of issue
of the Convertible Notes (i.e. 9 February 2026); (c) amend the terms
relating to the interest payment date due to extension of the maturity
date; (d) execute the deed of release of Account Charge; (e) execute
the supplemental deeds to the Share Charges as security in the
manner and on the terms set forth therein; and (f) make such
consequential amendments to the instrument due to the foregoing
changes. As at the date of the Supplemental Deed, the Company has
redeemed a total of HK$12,000,000 of the principal amount of the
Convertible Notes and paid all the interest accrued thereon. The total
outstanding principal amount of the Convertible Notes as at 31
December 2023 was HK$60,000,000.

Assuming full conversion of the outstanding Convertible Notes at the
amended conversion price, the outstanding Convertible Notes will be
convertible into 612,244,897 conversion shares, representing
approximately 19.1% of the issued share capital of the Company at
the date of the Supplemental Deed and approximately 16.0% of the
issued share capital of the Company as enlarged by the issue of the
conversion shares upon full conversion of the Convertible Notes
(based on the issued share capital as at the date of the Supplemental
Deed). The conversion shares will be allotted and issued pursuant to
the general mandate upon conversion of the outstanding Convertible
Notes.

The Company intends to use approximately 45% of the net proceeds
from the issue of the Convertible Notes for the purchase of production
plant, equipment and facilities and the purchase of raw materials for
pharmaceutical products, approximately 30% of the net proceeds for
the enrichment of the pharmaceutical product base, including the
development of new medicines and/or the acquisition of the drug
licenses, and approximately 25% of the net proceeds for the addition
for sales points and the staff costs of additional sales staffs.

As at 31 December 2023, none of the net proceeds has been utilised.

Further details of the Convertible Notes and the Supplemental Deed
are set out in the announcements of the Company dated 13 January
2022, 26 January 2022, 31 January 2022, 9 February 2022, 9
February 2023, 3 March 2023 and 20 March 2023 respectively.

DIVIDEND

The Board does not recommend payment of any final dividend for the
year ended 31 December 2023 (31 December 2022: Nil).
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CORPORATE GOVERNANCE PRACTICES

The Company is committed to achieving a high standard of corporate
governance practice, such that the interests of our shareholders,
customers, employees as well as the long term development of the
Company can be safeguarded.

The culture of the Group is that the directors and management of the
Group are required to develop its business and operation within the
boundary of the applicable laws and regulations and the general
standards and expectations of the business community and society.
The Group is required to operate based on sound governance and
utmost integrity and prohibit all kinds of damaging, corruptive,
collusive, unethical and discriminative acts.

The Company’s corporate governance structure includes the Board
and three board committees under the Board, namely the audit
committee (the “Audit Committee”), the remuneration committee (the
“Remuneration Committee”) and the nomination committee (the
“Nomination Committee”). The Board stipulates the terms of
reference of all board committees and specifies therein clearly the
powers and responsibilities of the board committees.

The Company has complied with the provisions as set out in the
Corporate Governance Code (“CG Code”) in Appendix C1 to the
Rules Governing the Listing of Securities (the “Listing Rules”) on The
Stock Exchange of Hong Kong Limited (the “Stock Exchange”)
during the year ended 31 December 2023, except for deviation from
provision C.2.1 of the CG Code as further elaborated below.

DIRECTORS’ SECURITIES TRANSACTIONS

The Company has adopted the Model Code for Securities
Transactions by Directors of Listed Issuers (the “Model Code”) as set
out in Appendix C3 to the Listing Rules as the Company’s own code
for securities transactions by its Directors. In addition, the Company
has made specific enquiries with all Directors and all Directors
confirmed that during the year ended 31 December 2023, they had
fully complied with the required standards as set out in the Model
Code.

BOARD OF DIRECTORS

As at 31 December 2023, the Board consisted of nine members, with
five executive Directors, namely, Mr. Chen Chengqging, Mr. Gao Borui,
Mr. Yuan Chaoyang, Professor Zhang Rongqging and Mr. She Hao,
one non-executive director, namely Mr. Xiu Yuan and three
independent non-executive Directors, namely, Professor Zhu Yi Zhun,
Mr. Khor Khie Liem Alex and Mr. Zhang Ruigen. All Directors have
distinguished themselves in their field of expertise, and have exhibited
high standards of professional ethics and personal integrity. The
biographical details of each Director are set out in the section headed
“Directors’ Biographies” of this annual report. There is no relationship
among the Directors.
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The Board is responsible for planning and overseeing the overall
development and management of the Group with the objective of
enhancing shareholders’ value. The Board is responsible for the
approval and monitoring of the overall strategies and policies of the
Group, approval of annual budgets and business plans, evaluation of
the Company’s performance and oversight of the works of
management.

The Board is accountable to the shareholders and report to them at
general meetings. The day-to-day operations of the Group are
delegated to the management.

The Board meets regularly throughout the year to review the overall
strategy and to monitor the operation as well as the financial
performance of the Company. The Chairman focuses on the
Company’s strategy and is responsible for chairing and managing the
efficient operation of the Board and ensuring that all key issues are
considered by the Board in a timely manner. Notice of at least 14 days
has been given to all Directors for all regular Board meetings and the
Directors can include matters for discussion in the agenda whenever
they consider appropriate and necessary. Agenda and accompanying
Board papers in respect of regular Board meetings are dispatched in
full to all Directors within a reasonable time before the meeting.
Directors have to declare their direct or indirect interests, if any, in any
proposals or transactions to be considered at Board meetings and
abstain from voting as appropriate. Draft minutes of all Board meetings
are circulated to Directors for comment within reasonable time prior to
confirmation. The Board meets at least 4 times a year, at
approximately quarterly intervals, to review the financial performance
and results of each period, material investments and other matters of
the Company that require the resolution of the Board. Conference call
may be used to improve attendance when individual Director cannot
attend the meeting in person. Opinions of the independent non-
executive Directors are actively sought by the Company if they are
unable to attend the meeting in person.

Minutes of Board meetings are kept by the company secretary of the
Company (“Company Secretary”). All Directors have access to Board
papers and related materials, and are provided with adequate
information in a timely manner. This enables the Board to make
informed decision on matters placed before it.

In respect of the corporate governance functions, during the year
under review, the Board formulated the terms of reference on the
corporate governance duties and performed corporate governance
duties in accordance with the terms of reference. The Board mainly
performed the following corporate governance duties during the year
under review:

° reviewed the Company’s policies and practices on corporate
governance and made recommendations;

\’M\Aiﬁﬂ:

Exenf R NERAEEERER
&gﬁ Mkﬂhiﬁ@ﬁﬁﬁ EF
SREFHNEEAEENERRB N
B HEFEREREKE - 5T
ARBRBALEEEREZTIE-

E=ZgURRAE  UARBKRAS L
FRRERTE  REBENAE2ER
EEERER -

EEeRNBEFEEHRAE N R AR
AIBRERBREREEURMBRR -
ITREINARARBL A EEERER
E=g AMENE  URERMABEAR
%E%%%@@ﬁ%ﬁ FMEEHES
CERLAERIVESHAMI4RAE
”%ﬁé% ﬁi%THAwﬁLﬁ&
MEH$EﬁA Z2 - THE=E=S
SRz HRENEN 2R XN R
ﬁhmZA@%ﬁWu%ﬁﬁ%ﬁﬁﬁ
Z-EFEVABRARSHENEES SR
FERZAMNERXR S 2 BEHFEE
%\ﬂﬂﬂ TREAERTRER
R-MEESFEER LR LBRK
RERMAERBANZXTESUHRR
SRHER -BEFEHFELETHEAR
BHAEF R MRS ARRFH
KRN EBERMHAZES EXREUAR
FREZQRARZHMEE - ZER
EERERALFE S AATEed B
EREGH UREREFZHEER - WH
UHRBTESRARBILEEE A2
ANEREBSREEZER

ARBAEME ((ARARERFES
é?é?&%EEi% CHIBEFHEAREHES
XM RAERME S e SRR
DEM - WHEEESAHIEE 2 FAIE
HFIERE

CEERBENH  EFEXOEFE
W%ﬁ%%ﬁﬁfﬁﬂ?%ﬁﬁl Riz
mRBEBERET T AXEARE &
%@%@@iEWIKEHTTﬂmi

BRRE

o BEARFCEEBBREER
W

SERBELEEERAT « B S FEERS

15



16

Corporate Governance Report
PEELEL

o reviewed and monitored the training and continuous professional
development of Directors and senior management;

° reviewed and monitored the Company’s policies and practices
to ensure compliance with applicable legal and regulatory
requirements;

° developed, reviewed and monitored the code of conduct
applicable to directors and employees; and

° reviewed the Company’s compliance with the CG Code and
disclosure in the Corporate Governance Report.

BOARD ATTENDANCE

For the year ended 31 December 2023, the Board had convened 4
Board meetings and 1 general meeting.
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Attendance records of the Directors are as follows: EFHEREOT
Number of Number of
attendance of attendance of
Board meetings  general meetings
Directors Ezegs BRAE
E=x R E HERE
Executive Directors HITES
Mr. Chen Chengqing BRAKE & 1/4 11
Professor Zhang Rongqing R R B 2/4 11
Mr. She Hao RESE 4/4 1/1
Mr. Gao Borui =AM EE 2/4 1/1
Mr. Yuan Chaoyang REBGEE 4/4 11
Non-executive Director FHTES
Mr. Xiu Yuan BTk 0/4 1/1
Independent non-executive Directors B FHITES
Professor Zhu Yi Zhun FIKEHE 2/4 1/1
Mr. Khor Khie Liem Alex i 2/4 1/1
Mr. Zhang Ruigen RIRIR A 2/4 1/1
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CHAIRMAN AND CHIEF EXECUTIVE OFFICER

In respect of the code provision C.2.1 of the CG Code, the roles of
chairman and chief executive officer of the Company shall be
separated and shall not be performed by the same individual. During
the Reporting Period, there is no Chairman of the Company and Mr.
She Hao is the Deputy Chief Executive Officer of the Company. On the
other hand, there are three independent non-executive Directors in the
Board, all of them are independent from the Company and the Board
believes that there is a sufficient check and balance in the Board.
Therefore, the Board considers the Company has provided sufficient
protection to its interests and the interests of its shareholders. The
Board shall review the structure from time to time and shall consider
appropriate adjustments should suitable circumstances arise.

Throughout the Reporting Period and up to the date of this annual
report, the Company has complied with the requirements under Rules
3.10 and 3.10A of the Listing Rules, which require at least three
independent non-executive Directors must have appropriate
professional qualifications or accounting or related financial
management expertise. All independent non-executive Directors have
confirmed their independence, as required under Rule 3.13 of the
Listing Rules, to the Company and the Board considers that all
independent non-executive Directors have satisfied the independence
requirements under the Listing Rules.

NON-EXECUTIVE DIRECTORS

Code provision C.1.6 of the CG Code stipulates that independent
non-executive directors and other non-executive directors should
attend general meetings and develop a balanced understanding of the
views of shareholders. All non-executive Directors attended the
annual general meeting held on 14 June 2023.

All non-executive Directors (including independent non-executive
Directors) are appointed for a term between one and two years. The
appointment contracts will be renewed automatically every year and
they are subject to retirement by rotation and re-election by
shareholders in accordance with the articles of association of the
Company. The responsibilities of the non-executive Directors include,
without limitation: regular attendance at meetings of the Board and of
board committees of which they are members; provision of
independent opinions at meetings of the Board and other board
committees; resolution of or taking the lead where there is potential
conflict of interests; service on the audit committee, remuneration
committee and nomination committee of the Company; and
scrutinizing and monitoring the performance of the Company.
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BOARD DIVERSITY

The Board has adopted the board diversity policy (the “Board
Diversity Policy”) in August 2013 and such Board Diversity Policy
states the method by which the board diversity can be reached.

To the knowledge of the Company, the fact that the Board has
become gradually more and more diversified has helped the Company
achieved its strategic objectives and has provided support for the
Company’s sustainable development.

The Company aims at achieving board diversity by taking into
consideration of various factors including age, gender, culture and
educational background, race, professional experience, knowledge
and other qualifications of the members of the Board. When the
Company determines the best combination for the members of the
Board, it will, from time to time, take into consideration of its own
business model and specific needs.

The Nomination Committee has designed measurable goals according
to four major aspects (namely, age, professional qualification, term of
service and independence) for the purposes of implementing the
Board Diversity Policy and considered that it has tried its best
endeavour to achieve such goals during the year under review. The
relevant goals will be reviewed from time to time so as to ensure its
appropriateness and its progress for achieving such goals. The
Nomination Committee will review the Board Diversity Policy from time
to time (if appropriate) to ensure that such policy continues to be
effective.

Target has been set by the Company to appoint at least one female
Board member by the end of the year 2024 in accordance with the
requirements of the Listing Rules. The Board will take opportunities to
invite suitable female members to join the Board when selecting and
making recommendation on suitable candidates for Board
appointments.

Sanai Health Industry Group Company Limited e Annual Report 2023

BEEggEZ Tt

BN _Z-=F/\ARNESFEX
BZTBR((ESESTALEE]) -
ZEFENBEZTEBREIEHNES
EREZTTIENTTE

ARABHEFEETERERARZTILER
BERAN A RIREE B IR R AR QB A #
BRRREHR -

AARHEERZEAR  BREFEK
B2k U XERHEEER B
- BRER  MBAREMER &
REHBEEEKEBEZ T - AR
TEFERENBHEERTETIRERE
EAGEBRANEBRE -

REZEGERNESEHE (Fie -
BEER  REECHERBILME) RTEA
ATERE J:Aiﬂﬁ%??)ﬁﬁymftﬂl
R OURENRODEFEERNERZE
B - EHEERBETREFHNEREIZS
BEREETENZSEENEE BRE
BEgl TR (REABRAMNE) EHES
EKEZTTILEE  BEREEREEE
B o

R EMRARTE - ARFEHER =
Z_NFEFREEZEL —BRMESE
KRENBEZE EFERNBESENE
EZEREBABYMIRNERERR
HEBFESBLXUEKREMAESRS -



Corporate Governance Report

DIRECTORS’ TRAINING

Code Provision C.1.4 of the CG Code stipulates that Directors should
participate in continuous professional development to develop and
refresh their knowledge and skills. This is to ensure that their
contribution to the Board remain informed and relevant.

All Directors are encouraged to participate in continuous professional
development activities by way of attending trainings and/or reading
materials relevant to the Company’s business or to the Directors’
duties and responsibilities. A summary of professional trainings
received by the Directors for the Reporting Period according to the
records provided by the Directors is as follows:

\’M\Aiﬁﬂ:

EEEI
EERTAISTAIEXZE C.1 41lﬁﬁi '
EFEESHEBESEYER WETER
HUB R UWERHEEECEES
AEMRTEMENERTHESRGE
HER -

TREFEGEEBHFEEIL X
HEARBDEBAEETRELBERH
MER 2EFEFXRR -REESF
PriRftrcsr EENHEHRIERE
e R

Attending seminar(s)
programme(s)/
conference(s) and/or
reading materials
relevant to

the business or
directors’ duties

HERSERER
2Rk HHEHE
BENER
Executive Directors HTES
Mr. Chen Chengging PR AR BB ST A v
Professor Zhang Rongging REBEHIR v/
Mr. She Hao RELE v
Mr. Gao Borui S TE v
Mr. Yuan Chaoyang REB A v
Non-executive Director FHITES
Mr. Xiu Yuan BREE v
Independent non-executive Directors BYKHITES
Professor Zhu Yi Zhun RIRFEHIE v/
Mr. Khor Khie Liem Alex FFE T A 4
Mr. Zhang Ruigen oRIm AR % A& v/
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DIVIDEND POLICY

Any distribution of dividends shall be in accordance with the articles of
association of the Company and the distribution shall achieve
continuity, stability and sustainability. The recommendation of the
payment of any dividend is subject to the absolute discretion of the
Board and the Board shall take into account, inter alia, the Group’s
earnings per share, the reasonable return in investment of the
investors and the shareholders in order to provide incentive to them to
continue to support the Group in their long-term development, the
financial conditions and business plan of the Group, and the market
sentiment and circumstances. The dividend policy will be reviewed
from time to time and there is no assurance that a dividend will be
proposed or declared in any specific periods.

DIRECTORS’ AND OFFICERS’ LIABILITY

The Company has maintained and renewed Directors’ and Officers’
liabilities insurance for all the Directors and the senior management of
the Company for the year ended 31 December 2023. The insurance
covers them against costs, charges, expenses and liabilities incurred
arising out of the corporate activities.

BOARD COMMITTEES

The monitoring and assessment of certain governance matters are
delegated to the three Board committees, each of which operates
under its defined terms of reference.
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AUDIT COMMITTEE EREES
The Company has established an audit committee with written terms ARARERELEMRAKTIEZEZES
of reference in compliance with the Listing Rules. The composition of WEMETEBEGEE 22T ==
the Audit Committee and their attendance records for the year ended F+-A=+—HLFE BEZRELZES
31 December 2023 were as follows: 2R RENHFLEAT
Number of
Directors attendance of
2= R E
Independent non-executive Directors BIYKBITES
Mr. Khor Khie Liem Alex (Chairman) FTEEE S (R 3/38
Professor Zhu Yi Zhun ENEEE 3/3
Mr. Zhang Ruigen SRIm AR 5 A 3/3
Each member can bring to the committee his valuable experience in AR EESEARGA EXRNBRES
reviewing financial statements and evaluating significant internal 2% _Eﬁ%«%ﬁ WAL E AR @‘E
control and financial issues of the Company as each of them BEERR  FEHUERERRMEAR
BARANBIEH M BEET -

possesses management experience in the accounting profession or
commercial sectors.
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The principal duties of the Audit Committee include the review and
supervision of the Company’s financial reporting system, financial
statements, risk management and internal control procedures. The
Audit Committee also monitors the appointment of the Company’s
external independent auditor. The terms of reference of the Audit
Committee are available for inspection on the website of the Company
at www.1889hk.com and the website of the Stock Exchange.

The Audit Committee shall meet at least twice a year. During the year
under review, three meetings were held and the Audit Committee has
reviewed the effectiveness of the Company’s internal audit function.
The Audit Committee together with the management of the Company
also reviewed the accounting policies and practices adopted by the
Group and discussed, among other things, the risk management and
internal control systems and the financial reporting matters of the
Company.

REMUNERATION COMMITTEE

The Company has established a remuneration committee with written
terms of reference in compliance with the Listing Rules. The
composition of the Remuneration Committee and their attendance
records for the year ended 31 December 2023 were as follows:

SRERBE

ERZESVIZERORERRER
KRB ZMBRBRELG BB HE - A
BEIE N NIRRT - BXEEE N
EEE N R)INER L AZ BRI o BAZ
ZEg  BEEEBAAREAR AN
uhwww. 1889hk.com M B 22 FTAS I &5 R ©

EVZEQRBFELBRITMAGE
REBFERN BREZBEEITTZR
& YERARA AIMEZRBELN
R - BREERERARAEERE
BRAKERRAGTHRRRED X
A (B AR aE R EE KA
ERRGURMBEHRREER -

FMEES
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Z AR REO B FRERNT
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Number of
attendance of

R

Directors

BE

Executive Director BTES
Professor Zhang Rongging iR B HUR
Independent non-executive Directors BYKHITES
Mr. Khor Khie Liem Alex (Chairman) FTBABE A ()
Professor Zhu Yi Zhun E N6

Mr. Zhang Ruigen sRIm AR 5 A4

The Board has delegated the authority to the Remuneration
Committee to review and recommend to the Board the compensation
scheme of the Directors as well as that of the senior management
staff.

The main function of the Remuneration Committee is to assist the
Board to oversee the Company’s remuneration packages, bonus and
other compensation payable to Directors and senior management and
establish a transparent procedure for developing policy on such
remuneration. The Terms of Reference of the Remuneration
Committee has been amended such that the Committee is also
responsible for reviewing and/or approving matters relating to share
schemes under Chapter 17 of the Listing Rules. The Board shall
provide sufficient resources to the Remuneration Committee to enable
it to discharge its duties.
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During the year under review, the Remuneration Committee has
conducted one meeting. The Remuneration Committee assisted the
Board in reviewing on the remuneration packages, policy and structure
for the Directors and senior management of the Company and the
share scheme of the Company, and made recommendations to the
Board. The terms of reference of the Remuneration Committee are
available for inspection on the website of the Company at
www.1889hk.com and the website of the Stock Exchange.
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NOMINATION COMMITTEE REZES
The Company has established a nomination committee with written RAGBKYIREEZEGWERRETEH
terms of reference. The composition of the Nomination Committee BiEaE =z -_=F+=-A
and their attendance records for the year ended 31 December 2023 —+—HIEFE REZEGZHAKK
were as follows: BERTFRENT

Number of
Directors attendance of
2= H R R
Executive Director BTES
Professor Zhang Rongaing R 5K BB 11
Independent non-executive Directors BIYKBITES
Mr. Zhang Ruigen (Chairman) RIMIR & (F/E) 11
Professor Zhu Yi Zhun RIEHE 11
Mr. Khor Khie Liem Alex ST LA 5 A 1/1

The main functions of the Nomination Committee are to review the
structure, size and composition of the Board, to identify individuals
who are suitably qualified to become members of the Board, and to
assess the independence of the independent non-executive Directors.
Having regard to the independence and quality of nominees, the
Nomination Committee shall make recommendations to the Board so
as to ensure that all nominations are fair and transparent. The
Nomination Committee is also responsible for reviewing the
succession planning for Directors, in particular the chairman of the
Board and the chief executive officer of the Company, and reviewing
the objectives set for implementing and reviewing the Board Diversity
Policy, as well as the composition and diversity of the Board. The
Board shall provide sufficient resources to the Nomination Committee
to enable it to discharge its duties.

Pursuant to the Company’s articles of association, one-third of the
Directors for the time being (or, if their number is not a multiple of
three, then the number nearest to but not less than one-third) shall
retire from office by rotation at each annual general meeting of the
Company provided that every Director shall be subject to retirement at
least once every three years. The retiring Directors are eligible to offer
themselves for re-election.
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During the year under review, the Nomination Committee has
conducted one meeting in which the members of Nomination
Committee has reviewed the composition of the Board, considered
the re-election of Directors, and reviewed the independence of all of
the independent non-executive Directors. During the year under
review, the Nomination Committee also monitored the implementation
of the Board Diversity Policy. The terms of reference of the Nomination
Committee are available for inspection on the website of the Company
at www.1889hk.com and the website of the Stock Exchange.

NOMINATION POLICY

The Nomination Committee may invite nominations of candidates from
Board members for consideration by the Nomination Committee. The
Nomination Committee may also put forward candidates who are not
nominated by Board members. The factors which would be used as
reference by the Nomination Committee in assessing the suitability of
a proposed candidate of director include, inter alia, reputation for
integrity, professional qualifications, skills, knowledge and experience
that are relevant to the Company’s business and corporate strategy,
willingness to devote adequate time to discharge duties as Board
member, diversity of the Board, and such other perspectives
appropriate to the Company’s business. The Nomination Committee
shall make recommendations for the Board’s consideration and
approval.

CORPORATE GOVERNANCE FUNCTION

The Board is responsible for the corporate governance matters of the
Company. The Board has established its terms of reference, pursuant
to which the duties of the Board include, inter alia, (i) to develop,
review and implement the policies and practices of corporate
governance matters of the Company; (ii) to review, monitor and
implement the policies and practices of the Company on compliance
with legal and regulatory requirements; (iii) to review, monitor and
implement the training and continuous professional development of
the Directors and senior management of the Group; (iv) to develop,
review, monitor and implement the code of conduct and compliance
manual (if any) applicable to Directors and employees; and (v) to
review and ensure compliance with the CG Code by the Company
and proper and accurate disclosure in the Corporate Governance
Report.
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RSB
SENIOR MANAGEMENT’S REMUNERATION = AR B <
Details of the remuneration by band of the members of the senior éti_ = __iJr A=+—HIL%#
management of the Company (including executive Directors), whose B ARASHREEERKE (BIERTT
biographies are set out on pages 28 to 31 of this annual report, for the g% EJ@@%ZE@KE?&%%%SA 8)
year ended 31 December 2023 are set out below: REEZSOMEFEAT ¢
Number of
individuals
A"
Nil to HK$1,000,000 = 2 1,000,000 T 3
HK$1,000,001 to HK$2,000,000 1,000,001 /& 7T & 2,000,000 78 7T 1
AUDITOR’S REMUNERATION B B AT

The total remuneration paid or payable to the Company’s external HEz_ZT-_=—F+_A=+—HBLHF

auditor, Mazars CPA Limited, for their works in respect of the year B MEITES EERARDRINEZ

ended 31 December 2023 was as follows: AP ERIR (BB S5t EHBER
DA S BENT

Fee paid

and payable for
the year ended
31 December

2023
BZE
—E-=
t=A=+—H
LtFEEHFR
ENER
HK$
BT
Audit services EIZRB 1,490,000
Non-audit services in respect FHIEE M IEE R
of interim results 100,000
Other non-audit services (Note) HaIEEz R (H5E) 110,000
210,000
Note: Bist:
Other non-audit services mainly include attendance at the annual general meeting of AMIFEZREFECTHHELRLDARRAF
the Company and agreed-upon procedures on preliminary announcement of annual ARk Z T -_—F+=_A=1+—HI
results for the year ended 31 December 2023. FEZFERENANEZ HERET
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DIRECTORS’ AND AUDITOR’S RESPONSIBILITIES FOR
ACCOUNTS

The Board acknowledges their responsibility for presenting a
balanced, clear and understandable assessment of annual and interim
reports, inside information announcements and other financial
disclosures required under the Listing Rules and other regulatory
requirements. The Board acknowledges their responsibilities for the
preparation of the consolidated financial statements of the Company
for the year ended 31 December 2023, which give a true and fair view
of the state of affairs of the Company and of the results and cash
flows for that period. In preparing these consolidated financial
statements, the Board has adopted suitable accounting policies and
applied them consistently; made judgments and estimates that are
prudent, fair and reasonable; and have prepared the consolidated
financial statements on a going concern basis. The Directors are
responsible for keeping proper accounting records which set out the
financial position of the Group with reasonable accuracy at any time.

Mazars CPA Limited, the auditor of the Company, has set out their
responsibilities in the independent auditor’s report as set out on pages
50 to 56 of this annual report.

RISK MANAGEMENT AND INTERNAL CONTROL

The Board places great importance on risk management and internal
control and has ultimate responsibilities for overseeing management in
the design, implementation and monitoring of the risk management
and internal control systems of the Group on an ongoing basis. The
Board is also committed to review the adequacy and effectiveness of
the Group’s risk management and internal control systems at least
annually.

The Group established the risk management and internal control
systems with aims to manage rather than eliminate the risk of failure to
achieve business objectives, and provide reasonable and not absolute
assurance against material misstatements or losses caused by
judgment in decision making process, human error, fraud or other
irregularities.

In order to comply with the applicable code provisions set out in the
CG Code, the Board has engaged an independent professional firm
as an outsourced internal auditor to facilitate the Group’s internal audit
function in order for the Group to be equipped with adequate
resources in conducting reviews as required by the Stock Exchange.
The independent professional internal auditor firm also assisted the
Audit Committee and the Board in performing reviews on the
effectiveness of the Group’s risk management and internal control
systems for the year ended 31 December 2023.
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The Group has conducted an annual risk assessment which identified
respective strategic risks, operational risks, financial risks and
compliance risks for each of the major business operations of the
Group. Risk factors were analyzed and consolidated at the Group
level. Based on the risk assessment results following a risk based
methodology audit approach, an internal audit plan was devised which
prioritized the risks identified into respective annual internal audit
projects and manage the risks accordingly.

An annual review was performed by the independent professional
internal auditor firm according to the internal audit plan with a view to
assisting the Audit Committee and the Board to evaluate the
effectiveness of the Group’s risk management and internal control
systems for the year ended 31 December 2023. The Company has
taken further steps to enhance its risk management and internal
control systems according to some control weaknesses that were
found during risk assessment and examination of the internal control
system and strengthened the implementation of all the risk
management and internal control systems.

The Company has established procedures in handling and
dissemination of inside information in an accurate and secure manner
to avoid possible mishandling of inside information within the Group.
Release of inside information is subject to the approval of the Board.
Unless duly authorized, all staff members of the Company shall not
communicate any inside information to any external parties and shall
not respond to any market speculation or rumours. In addition, all
external publications and presentation materials must be reviewed by
the management before release.

Based on the risk management and internal control systems
established and maintained by the Group, and the work performed by
the internal and external auditors, the Audit Committee and the Board
performed an annual review on the effectiveness of the Group’s risk
management and internal control systems for the year ended 31
December 20283. The Audit Committee and the Board are of the view
that the Group has maintained effective and adequate risk
management and internal control systems during the year ended 31
December 2023.

COMPANY SECRETARY

During the year ended 31 December 2023, the company secretary of
the Company was Ms. Li Yuen Shan. She undertook not less than 15
hours of professional trainings during the year under review in
accordance with Rule 3.29 of the Listing Rules.
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COMMUNICATIONS WITH SHAREHOLDERS

The Company believes that shareholders’ rights should be well
respected and protected. The Company endeavours to maintain good
communications with shareholders on its performance through interim
reports, annual reports, general meetings and public disclosure on the
website of the Company (www.1889hk.com) and the website of the
Stock Exchange, so that they may make an informed assessment for
their investments and exercise their rights as shareholders. The
Company also encourages shareholders’ participation through general
meetings or other means. Specific enquiries and suggestions by
shareholders can be submitted in writing to the Board or the Company
Secretary at the principal place of business of the Company in Hong
Kong at Unit 5, 7/F., Nanyang Plaza, 57 Hung To Road, Kwun Tong,
Kowloon, Hong Kong.

The Company has reviewed its communication policy and given the
above measures, considered that it is effective.

SHAREHOLDERS’ RIGHT

Procedures to convene an extraordinary general meeting and putting
forward proposals at general meeting

Pursuant to the articles of association of the Company, any one or
more members holding at the date of deposit of the requisition not
less than one- tenth of the paid up capital of the Company carrying
the right of voting at general meetings of the Company shall at all
times have the right, by written requisition to the Board or the
Company Secretary, to require an extraordinary general meeting to be
called by the Board for the transaction of any business specified in
such requisition; and such meeting shall be held within two (2) months
after the deposit of such requisition. If within twenty-one (21) days of
such deposit the Board fails to proceed to convene such meeting, the
requisitionist(s) himself (themselves) may do so in the same manner,
and all reasonable expenses incurred by the requisitionist(s) as a result
of the failure of the Board shall be reimbursed to the requisitionist(s) by
the Company.

Any requisition to convene an extraordinary general meeting or
proposal to be put forward at the general meeting can be addressed
to the principal place of business of the Company in Hong Kong at
Unit 5, 7/F., Nanyang Plaza, 57 Hung To Road, Kwun Tong, Kowloon,
Hong Kong. The requisitionists must state in their request(s) the
objects of the extraordinary general meeting to be convened, and
such request must be signed by all the requisitionists. Upon receipt,
the Company will verify the requisitionists’ particulars and if the request
is in order, the Company shall convene the extraordinary general
meeting in accordance with its articles of association.
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Directors’ Biographies

EEERE

EXECUTIVE DIRECTORS

Mr. Chen Chengqing, aged 46, has been an executive Director since
17 February 2017. Mr. Chen is an entrepreneur with more than 20
years of experience in business management in the PRC. Mr. Chen is
currently the chairman of Guizhou Changtong Cable Co., Ltd., the vice
president of Pingba District Federation of Industry and Commerce, the
executive vice president of Anshun Zhejiang Federation of Commerce,
a member of Pingba District Committee of the Chinese People’s
Political Consultative Conference and the vice president of Guizhou
Wenzhou Federation of Commerce.

Professor Zhang Rongqing, aged 67, was redesignated from an
independent non-executive Director to an executive Director on 15
September 2017. Professor Zhang was appointed as the independent
non-executive Director on 16 June 2017. He also serves as a member
of each the Remuneration Committee and the Nomination Committee
of the Company. He graduated from Suzhou Medical College in 1982
with a Bachelor degree of medicine and received PhD in animal
physiology and biochemistry from Nanjing Agricultural University in
1993. Prof. Zhang has worked as professor in Tsinghua University
since 1998, and he has been the associate dean of School of life
Science in Tsinghua University. He is currently a director of the
Institute of Biomedical Research in Yangtze Delta Region of Tsinghua
University in Zhejiang, deputy director of the Teaching Guidance
Committee of Biological Technology and Bio-engineering of the
Ministry of Education, the member of the 3rd and 4th Advisory Group
of Experts of the “973” Plan in the field of agriculture of the Ministry of
Science and Technology. Prof. Zhang has received many awards and
patents in science and technology. He is a well-known senior expert in
the field of marine biochemistry & molecular biology, marine natural
drug & gene engineering, and marine biological enzyme. Prof. Zhang
has been an independent director of Shenzhen Hepalink
Pharmaceutical Group Co., Ltd., a company listed on the Shenzhen
Stock Exchange (Stock Code: 002399), since May 2014. He is also an
independent director of Shandong Oriental Ocean Sci-tech Co., Ltd.,
a company whose shares are listed on the Shenzhen Stock Exchange
(Stock Code: 002086), since April 2017.

Mr. Gao Borui, aged 64, was appointed as an executive Director with
effect from 26 July 2019. Mr. Gao has extensive experience in business,
finance and accounting management. Since November 1998, Mr. Gao
has consecutively worked as the chief financial officer, the chief
accountant and the assistant to the chairman for the group companies of
Xiuzheng Pharmaceutical Group Company Limited* (f& 1E %253 £ EIR% (5
BBRAR]), a limited company incorporated in the People’s Republic of
China (the “PRC”) and principally engaged in developing, manufacturing
and sale of healthcare medication and related products, where he was
primarily responsible for finance, budget and funds management of the
group. Mr. Gao passed exams in accounting and graduated from
Changchun Taxation College* (K& #5ZT) in Changchun City, Jilin
Province, the PRC in April 2001. Mr. Gao is a former member of the
Chinese People’s Political Consultative Conference of Tonghua City, Jilin
Province, the PRC. He is a former executive member of the Chinese
Pharmaceutical Accounting Association* (7 B 2& #& =+ 2 &) and the
deputy secretary-general of the Accounting Association of Tonghua City*
(EthEt2e).

Sanai Health Industry Group Company Limited e Annual Report 2023

BITES

BRAESLE 4655 B —_F—tF_H
TEEARRTESR -RELARNTEA
FHBB0FLEEELRNOLER - R
EEREEMNRBREERAGES
E -VERImBaeaer ZIBN
TReEKaeR FHEREBRHEZER

BMaMNmEaeR -

REBEHTR 675 RZT—tF A
+HHEHBRBYIERTEEATAENTE
B RHBER _E—+HEATAE
STEEBYIERITES - BIMETEAR
RENZESRRELEECTENK
BE-BR—AN_FEERNHMNEZ
bt EREEBEL BN — NN =ZFEE
MREEAEHYLEBERAYILER
EE LT BN - REEE—NNN\FRE
BERKBECHR  QELBEERSEL
wREERRRE BIWIEER=
AR AT E B IR -
HEBSEE2REYEMN - M ITRRE
HEHKRBIREEZE SR TE BIREH
AWM EREAE73I1EE= 5
NE2ERNBEERAMERE - K
HERBL NERRERNEE A%
HHEFNEPA - A FEEmLEEs
FHEYE  FFERARGY EERE T 12 %
YN FEYBESERNEFRER -
RHERE TN ERARARIITE
T EEEBRMDAER QA (RIFRIIE
HERSGFETHAA - BRHRIR:
002399) BV EE - HIE T —+
FARETLURRETSERERNE
RAR (AR EINEELZSHET
BAaE] R K5E © 002086) &) & L =
%o

BHRAE 64 BEZERUTE
F B-F-AFELtA-TARHELE
MeomAEREE MBEREAEES
mEBEEELR B ANN\EFE+—A
B RrEAREECEEEEERNA
RAR (—FERPEARIME ([HE])
MR TEBREME  HENHKHE
REREMLEABERNAR) EEEER
MGHeE SEEetMMREERY
B oREIRAEREE W BER
EeBER -REER_ZT—FHAR
BEHBEXEASBUNPREEMHE
RETHRENRBEREX - GRLEE
EREEMEBRETHEARBAHE
ERRE -WELTEBESHSZER
BRERBETETECEWER -

i



Mr. Yuan Chaoyang, aged 52, was appointed as an executive
Director with effect from 26 July 2019. Mr. Yuan has extensive
experience in business investment, development and management.
He has been the director of the strategic planning department and
project director of Delixi Group Co., Ltd.* ((E HFAEEERAR), a
limited company incorporated in the PRC and responsible for the
strategic planning and project management for the company. From
January 2017 to January 2018, Mr. Yuan served as the vice president
of project development in AVIC Joy Holdings (HK) Limited, an
investment holding company principally engaged in natural gas,
construction material and property-related business, the shares of
which are listed on the Stock Exchange (stock code: 260). Throughout
the period, Mr. Yuan was primarily responsible for project
development, operational efficiency, quality control and public relations
management. Mr. Yuan graduated from the People’s Armed Police
Command College, Fuzhou branch* (R 2@ M EIEET) in Fujian
Province, the PRC, in 1991, majoring in Japanese Language. Mr.
Yuan completed his studies of enterprise management courses in the
Graduate School, Shanghai University of Finance and Economics* (_E
B R ERIZTAFR) in July 2015 and obtained a certificate. He was
interested or deemed to be interested in an aggregate of
approximately 27.00% of the total number of issued shares in the
Company as at 31 December 2023.

Mr. She Hao, aged 40, was appointed as an executive Director with
effect from 11 November 2019. He also serves as the deputy Chief
Executive Officer and of the Group. Mr. She holds a bachelor degree
in bioengineering from Xiang Tan University in 2005, and a master of
business administration from University of Electronic Science and
Technology of China in 2013. He served as a Research and
Development Engineer and project supervisor in Shanghai Biolaxy
Medical Science and Technology Co. Ltd.* (\L/&E (R &R AR A
7)) (a pharmaceutical Research and Development institute, which was
then acquired by Anbo Biotechnology Co., Ltd.* (ZIBEWRIE AR A
7)), a subsidiary of Shanghai Fosun Pharmaceutical (Group) Co., Ltd.*
(BHE R B EE) KD AR A A)), responsible for matters relating to
pharmaceutical research and development from 2006 to 2011. He
served as a quality manager in Yifeng Pharmacy Chain Co., Ltd.* (&
YR EREHEHED AR AR (@ pharmaceutical circulation enterprise,
a company whose shares are listed on the Shanghai Stock Exchange,
stock code: SH603939), responsible for channel construction and
government relations from the end of 2013 to the end of 2014; He
served as an investment manager, senior investment manager and
investment director in Fortune Link Investment Holdings Limited* (75
EEREEKRAR AR (a private equity investment institute),
responsible for investment matters in relation to pharmaceuticals and
other greater health projects from 2015 to 2017. He served as an
investment manager in the Investment and Development Department
of Jiangmen Sugarcane Chemical Factory (Group) Co., Ltd. (TFIH
L LR (EE)RMD AR A F]) (@ company whose shares are listed on
the Shenzhen Stock Exchange, stock code: SZ000576), responsible
for investment matters from September 2017 to November 2019. Mr.
She has extensive experience in pharmaceutical research and
development, circulation and pharmaceutical investment.
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NON-EXECUTIVE DIRECTOR

Mr. Xiu Yuan, aged 41, was appointed as a non-executive Director
with effect from 5 November 2018. Mr. Xiu graduated from the
Economic Management of Xian Political College of the Chinese
People’s Liberation Army. He is currently the general manager of
XiuZheng Pharmaceutical Group Marketing Co., Ltd. and a Member of
the Young Entrepreneur Committee of the All-China Federation of
Industry and Commerce, a director of the 11th China Youth
Entrepreneurs Association, and the founding director of the China
Youth Entrepreneur “00 School” club.

INDEPENDENT NON-EXECUTIVE DIRECTORS

Professor Zhu Yi Zhun, aged 59, was appointed as an independent
non-executive Director on 31 December 2020. He also serves as a
member of each of the Audit Committee, Remuneration Committee
and Nomination Committee of the Company. Professor Zhu graduated
from the School of Medicine of the Shanghai Jiao Tong University with
a bachelor degree in Medicine in 1989, and then graduated from the
School of Medicine of the Heidelberg University with a doctor’s degree
in Medicine in 1994. Professor Zhu has been working on
cardiovascular and neuropharmacology research for nearly 20 years,
and he is currently the first director and the chair professor of the
School of Pharmacy of the Macau University of Science and
Technology, and the Director of Zhuhai UM Science & Technology
Research Institute. Professor Zhu also had served as the Dean of the
School of Pharmacy of Fudan University for aimost 10 years. He was
also appointed as the Changjiang Scholar Distinguished Professor of
the Ministry of Education of the People’s Republic of China, and
awarded the National Outstanding Young Scholars, the chief scientist
of the National Major Scientific Research Program, and was the
person in charge of platform of new drug creation in a major project in
respect of national science and technology.

Professor Zhu was appointed as an independent non-executive
director of Green International Holdings Limited, the shares of which
were listed on the Stock Exchange (stock code: 2700) for the period
from 4 March 2016 to 30 June 2017. He was also appointed as an
independent director of IIFAFIRE & BE (D BR AR (Shanxi C &
Y Pharmaceutical Group Company, Limited*) (stock code: 300254) for
the period from June 2010 to July 2016 and an independent director
of IFIHE/IL T (SE)RMDAER AR (Jiangmen Sugarcane
Chemical Factory (Group) Company, L|m|ted *) (stock code: 000576)
from August 2015 to May 2018; the shares of both of which are listed
on the Shenzhen Stock Exchange.
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Mr. Khor Khie Liem Alex, aged 55, was appointed as an independent
non-executive Director on 3 February 2021. He also serves as the
chairman of each of the Audit Committee and the Remuneration
Committee, and a member of the Nomination Committee of the
Company. Mr. Khor has accumulated more than 20 years of working
experience in the field of finance, capital market, financial reporting
and financial compliance services. Currently, Mr. Khor is a founding
director of KBS Capital Partners (Singapore) Pte. Ltd. (‘KBS Capital”)
since July 2004, principally providing accounting, tax, company
secretarial compliance services, and corporate advisory services
including IPO facilitation, M&A services and project financing services.
Since founding KBS Capital, Mr. Khor has completed various PO,
M&A and project fund raising transactions for its clients from
Singapore, Malaysia and China. Mr. Khor has been appointed as an
independent non-executive Director of Pa Shun International Holdings
Limited (stock code: 576), a company listed on the main board of the
Stock Exchange, since 10 March 2023. Mr. Khor is also currently an
independent non-executive director of Xinming China Holdings Limited
(stock code: 2699), a company listed on the main board of the Stock
Exchange, and an independent director of Davis Commodities Limited,
a company listed on NASDAQ CM.

Prior to this, Mr. Khor was the Group Financial Controller of CFM
Holdings Limited between 2002 to 2004, the Group Financial
Controller of TEE International Limited between 2000 to 2002, and the
Regional Financial Controller of Showpla Asia Limited between 1997
to 2000, all of these companies are listed on Singapore Exchange.

Mr. Khor was admitted as an associate and a fellow member of the
Association of Chartered Certified Accountants in 1999 and 2002
respectively. He graduated from his studies in Master of Business
Administration from University of Leicester, UK in 2004. Currently, he
is a Chartered Accountant of both of the Institute of Singapore
Chartered Accountants and Malaysian Institute of Accountants.

Mr. Zhang Ruigen, aged 57, was appointed as an independent non-
executive Director on 25 June 2021. He also serves as a member of
each of the Audit Committee, the Remuneration Committee and the
Chairman of the Nomination Committee of the Company. Mr. Zhang
graduated from Southwest University of Political Science and Law with
a bachelor degree in Law in 2005. Mr. Zhang has accumulated more
than 30 years of working experience in the field of legal and
professional services. Currently, Mr. Zhang is a senior partner of
Shanghai Haoxin Law Firm since 2015. Prior to this, Mr. Zhang was a
teacher of Zhejiang Yueging Normal School from 1987 to 1991. He
was a deputy director of Zhejiang Haichang Law Firm from 1991 to
2000, the senior partner of Beijing Lianfa Law Firm from 2001 to 2004
and supervisor of Beijing Jingzhe Law Firm from 2004 to 2015.

* For identification purpose only
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ESEHRE

The Directors would like to present their annual report together with
the audited accounts of the Company for the year ended 31
December 2023.

PRINCIPAL ACTIVITIES

The Company is an investment holding company. The principal
activities of its major subsidiaries of the Company are set out in note
35 to the consolidated financial statements.

RESULTS AND APPROPRIATIONS

The results of the Group for the year ended 31 December 2023 are
set out in the consolidated statement of profit or loss and the
consolidated statement of profit or loss and other comprehensive
income on pages 57 and 58 respectively.

The Board of Directors does not recommend payment of any final
dividend for the year ended 31 December 2023 (2022: Nil) to the
shareholders.

RESERVES

As at 31 December 2023, the Company’s reserves available for
distribution amounted to RMB167,524 (2022: RMB169,284,000).
Movements in the reserves of the Group and the Company during the
year under review are set out in the consolidated statement of
changes in equity on page 60 and in note 28 to the consolidated
financial statements respectively.

PROPERTY, PLANT AND EQUIPMENT

Movements in the property, plant and equipment of the Group during
the year under review are set out in note 15 to the consolidated
financial statements.

SHARE CAPITAL

Details of movements in the share capital of the Company during the
year ended 31 December 2023 are set out in note 27 to the
consolidated financial statements.

PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the Company’s
articles of associations or the laws of the Cayman Islands which oblige
the Company to offer new shares on a pro-rata basis to existing
shareholders.
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TAX RELIEF

The Company is not aware of any relief from taxation available to the
shareholders of the Company by reason of their holding of the shares
in the Company.

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

Neither the Company nor any of its subsidiaries has purchased, sold
or redeemed any of the listed securities of the Company during the
year ended 31 December 2023.

DIRECTORS

The Directors of the Company during the Reporting Period and up to
the date of this annual report were:

Executive Directors

Mr. Chen Chengqing
Professor Zhang Rongqing
Mr. Gao Borui

Mr. Yuan Chaoyang

Mr. She Hao

Non-executive Director
Mr. Xiu Yuan

Independent Non-executive Directors
Professor Zhu Yi Zhun

Mr. Khor Khie Liem Alex

Mr. Zhang Ruigen

Mr. She Hao, Mr. Khor Khie Liem Alex and Mr. Zhang Ruigen will retire
from office by rotation in accordance with Article 87(1) of the articles of
association of the Company and, being eligible, have offered
themselves for re-election at the forthcoming annual general meeting.

ANNUAL CONFIRMATION OF INDEPENDENCE

The Company has received from each independent non-executive
Director an annual confirmation of his independence, and the
Company considers such Directors to be independent in accordance
with the independence guidelines set out in rule 3.13 of the Listing
Rules during the year ended 31 December 2023.

BIOGRAPHICAL DETAILS OF THE DIRECTORS

The biographical details of the Directors are set out on pages 28 to 31
of this annual report.
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ESEHRE

DIRECTORS’ SERVICE CONTRACTS

None of the Directors (including Directors standing for re-election in
the forthcoming annual general meeting) has entered into any contract
of service, which is not determinable by the employer within one year
without payment of compensation (other than statutory
compensation), with the Company or any of its subsidiaries.

EMOLUMENT POLICY

The emolument policy of the employees of the Group is set up by the
Remuneration Committee on the basis of their merit, qualifications and
competence.

The emoluments of the executive directors of the Company are
decided by the Remuneration Committee, having regard to the
Company’s operating results, individual performance and comparable
market statistics. The remuneration of the non-executive directors
(including the independent non-executive directors) of the Company
are recommended by the Remuneration Committee. The details of
emoluments of the Directors are set out in note 11 to the consolidated
financial statements.

PERMITTED INDEMNITY

The Company has renewed the Directors’ and Officers’ liabilities
insurance for all the Directors and the senior management of the
Company for the year ended 31 December 2023. The insurance
covers them against costs, charges, expenses and liabilities incurred
arising out of the corporate activities.

MANAGEMENT CONTRACTS

Save for the contracts of service entered into with the respective
Directors, no contracts concerning the management and
administration of the whole or any substantial part of the business of
the Company were entered into or existed during the year under
review.

RETIREMENT BENEFITS SCHEME

Details of the retirement benefits scheme is set out in note 33 to the
consolidated financial statements.

During the years ended 31 December 2022 and 2023, the Group had
no forfeited contributions under its retirement benefit scheme which
may be used to reduce the existing level of contributions as described
in paragraph 26(2) of Appendix D2 to the Listing Rules.
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DIRECTORS’ AND CHIEF EXECUTIVE’S INTERESTS AND
SHORT POSITIONS IN SHARES, UNDERLYING SHARES
AND DEBENTURES OF THE COMPANY AND ITS
ASSOCIATED CORPORATIONS

As at 31 December 2023, the interests or short positions of the
Directors and chief executive of the Company in the shares, underlying
shares or debentures of the Company or any of its associated
corporations (within the meaning of Part XV of the Securities and
Futures Ordinance (Chapter 571 of the Laws of Hong Kong) (“SFO”))
as recorded in the register maintained by the Company pursuant to
section 352 of the SFO or otherwise notified to the Company and the
Stock Exchange pursuant to the Model Code as set out in Appendix
C3 to the Listing Rules, were as follows:
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Number of shares  Total number of percentage of
held/interested shares held/  the total issued
(Note 1) interested shares
FisE/ BEER e/ HERT
Name of directors Capacity R EE BEER R EE M
EEpnE 51 (BFaE1) RS BHESH
Mr. Yuan Chaoyang Interest in controlled corporation (Note 2) 836,753,000(L) 866,753,000 27.00%
mHGRE XEEEREE (MHE2)
Beneficial owner 30,000,000(L)
ERBBA
Professor Zhang Rongaing Beneficial owner 6,000,000(L) 6,000,000 0.19%
REEH R ERBBA
Mr. She Hao Beneficial owner 22,000,000(L) 22,000,000 0.69%
REFLE ERBBA
Mr. Gao Borui Beneficial owner 5,000,000(L) 5,000,000 0.16%
Bl Bishhh A
Mr. Xiu Yuan Beneficial owner 10,000,000(L) 10,000,000 0.31%
BEREE EREBA
Notes: B aE -
1. The letter “L” denotes long position in the shares. 1. [LIFERBRGO P ZFE ©
2. The percentage of shareholding is calculated on the basis of 3,210,222,500 2. KEBSHER-_FT=_=F+=A

issued shares of the Company as at 31 December 2023.

Save as disclosed above, none of the Directors or chief executive of
the Company is aware of any other Director or chief executive of the
Company who has any interests or short positions in any shares,
underlying shares and debentures of the Company or any of its
associated corporation which were required to be recorded in the
register maintained by the Company pursuant to section 352 of the
SFO or otherwise notified to the Company and the Stock Exchange
pursuant to the Model Code as at 31 December 2023.
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DIRECTORS’ RIGHT TO ACQUIRE SHARES OR

DEBENTURES

Save for the Old Share Option Scheme (as defined below) and the
New Share Option Scheme (as defined below), at no time during the
year ended 31 December 2023 was the Company or any of its
subsidiaries a party to any arrangement to enable the Directors to
acquire benefits by means of the acquisition of shares in, or
debentures of, the Company in any other body corporate.

SUBSTANTIAL SHAREHOLDERS’ INTERESTS AND SHORT
POSITIONS IN SHARES AND UNDERLYING SHARES IN

THE COMPANY

As at 31 December 2023, the following persons, other than a director
or chief executive of the Company, had an interest or a short position
in the shares or underlying shares in the Company as recorded in the
register required to be kept by the Company pursuant to section 336
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of the SFO: BrMmERSOkEmT
Approximate
percentage of
the total issued
Number of shares shares
held/interested  Total number of (Note 2)
(Note 1) shares held/ HERTRS
e/ &E interested BEmH
Name of shareholders Capacity ERZRAEA e/ BE SR
RRE® MHE 51 (BFEE1) EEROEH GEY)
Mr. Yuan Chaoyang Interest in controlled corporation (Note 2) 866,753,000(L) 866,753,000 27.00%
RBGEE REEEER (H:2)
Cyber Success Beneﬂ\cial owner (Note 2) 836,753,000(L) 836,753,000 26.07%
RERIR B ERBB A (H2)
Notes: M5 -
(1) The letter “L” denotes long position in the shares of the Company. (1) TLIERERARRNFZGE
(2)  According to the disclosure of interest form submitted by Mr. Yuan on 8 April 2 WBEAREER-_ZT__FMWANAIR
2022 in accordance with Part XV of the SFO, 836,753,000 of these shares )8 5 N BR G B8 XV D B B A
are registered in the name of Cyber Success, which is wholly-owned by Mr. 1% ZE R P 2 836,753,000 % LA R %
Yuan. By virtue of the SFO, Mr. Yuan is deemed to be interested in all the E2EBAENRKIRRZEZEZEZRL R
shares in which Cyber Success is interested Mr. Yuan is also beneficially BEFIBAEGRD  REEBBRANE
interested in 30,000,000 shares of the Company. IR BER 2 ROPERER -
3 ¢ & 7R B 2 12 ) 30,000,000 A AR 17 H
HEERER
(3)  The percentage of shareholding is calculated on the basis of 3,210,222,500 B BEBIELER-_ZT=_=F+=A
issued shares of the Company as at 31 December 2023. =+ B ZARAEEBHTHRH
3,210,222,500 R {EEHEFHH -

Save as disclosed above, the Company was not aware of any person,
other than the Directors of the Company whose interests or short
positions are set out in the paragraph headed “Directors’ and chief
executive’s interests and short positions in shares, underlying shares
and debentures of the Company and its associated corporations”
above, who had an interest or a short position in the shares or
underlying shares in the Company which were required to be recorded
in the register to be kept by the Company under section 336 of the

SFO as at 31 December 2023.

Sanai Health Industry Group Company Limited e Annual Report 2023

BREXFBEBEEN R_F_=F1+=
A=1—8 ARARLEMEBEFMAL
(AR IAR IR EXEFERESTT
BABRARBREBBEERD - A
AR RERENES AR BN
RRABEERIN RARA R L EREE
B tn 8 R IR & 75 M HA & 15 1) 56 336 16k
BIIARRRPTFE & RO M AR 30K

A

=



EQUITY-LINKED AGREEMENTS

Share Option Scheme

The Company has adopted a share option scheme (the “Old Share
Option Scheme”) for, among others, the senior management and
employees on 8 January 2007, which serve as incentives or rewards
to attract, retain and motivate its staff. The Old Share Option Scheme
has already expired on 7 January 2017.

Pursuant to the ordinary resolution passed on 16 June 2017, the
Company has adopted another share option scheme (the “New Share
Option Scheme”) for, among others, the senior management and
employees, which serves as incentives or rewards to attract, retain
and motivate staff. The New Share Option Scheme will remain valid for
a period of 10 years commencing from 21 June 2017. Under the New
Share Option Scheme, the Board may grant options to all full-time
employees, Directors (including independent non-executive Directors)
and part-time employees with weekly working hours of 10 hours and
above, of the Group, substantial shareholders of each member of the
Group, associates of the directors and substantial shareholders of any
member of the Group, trustee of any trust pre-approved by the Board,
and any advisor (professional or otherwise) or consultant, distributor,
supplier, agent, customer, joint venture partner, service provider of the
Group whom the Board considers, at its sole discretion, has
contributed or contributes to the Group.

Pursuant to the ordinary resolution passed at the annual general
meeting of the Company held on 5 January 2022, the scheme
mandate limits of the New Share Option Scheme were refreshed. The
said refreshed scheme mandate limits were solely used to grant
options to all full-time employees, Directors (including independent
non-executive Directors) and part-time employees with weekly working
hours of 10 hours and above of the Group under the New Share
Option Scheme as incentives or rewards for their continuous
contributions and loyalty to the Group. On 29 April 2022, 174,000,000
share options were granted by the Company to certain eligible
persons under the New Share Option Scheme including 5 Directors at
the exercise price of HK$0.084 per share. Further details of the said
share options granted are set out in the announcement of the
Company dated 29 April 2022.

The number of options available for grant under the refreshed mandate
of the New Share Option Scheme as at 1 January 2023 and 31
December 2023 was 132,722,250 respectively. Other than the
abovementioned share option schemes, the Company does not have
other share schemes. The number of shares that may be issued in
respect of options granted under those share option schemes
represented approximately 0.97% of the weighted average number of
Shares for the Reporting Period.
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The following table sets out the movements in the share options of the N & & 7| R R & BRI AN 2 &) BB AL HE (88

Company (the “Share Options”) during the Reporting Period: B &8
Number of Share Options Closing pri
g price
BEREHA of the shares
At Granted Forfeited Exercise At immediately
Category of 1 January during the during the duringthe 31 December Date of Exercise Exercise before the
participant 2023 year year year 2023 grant period price  date of grant
i
R ZBIZF 353
ZE-=E +=8 B B A
ZEALER -A-H FRRH FREK FRITE =+-8 REAH Eagi 3 &8 ROUTE
HK$ HKS$
B B
Directors
g3
Professor Zhang 22,000,000 - (22,000,000 - - 24May2018 24 May 2018 to 23 May 2023 0.32 0.32
Rongaing -\ “E-\$RAZtmAZE
REEYK BAZtRE ZZ-=FRA-F=R
Mr. Chen Chengaing 2,800,000 - (2,800,000) - - 30May 2018 30 May 2018 to 29 May 2023 0.335 0.335
BRAE S E —Z-\& I \fEAZTHE
TA=1H “EZ=FRAZtAAH
Mr. Gao Borti 5,000,000 - - - 5,000,000 29 April 2022 0.084 0.078
Bl =t
B mA=fhE =%=
Professor Zhang 6,000,000 - - - 6,000,000 29 April 2022 29 April 2022 to 28 April 2032 0.084 0.078
Rongaing —E-CF “¥MAZ+hRAZE
REEHE MAZ+NHE ZZ=—FMWA-+/\H
Mr. Xiu Yuan 10,000,000 - - - 10,000,000 29 April 2022 29 April 2022 to 28 April 2032 0.084 0.078
E3txa “E--f B _FEA-thEE
MAZTAE ZZ=Z—FEA-TNRE
45,800,000 - (24,800,000) - 21,000,000
Other participant
Hit2EAL
Employees in 10,000,000 - (10,000,000) - - 30May 2018 30 May 2018 to 29 May 2023 0.335 0.335
aggregate —Z-N\F —E-\FRA=1HZE
EELH AA=1H ZEZ=FRAZTAA
Non-employees in 2,000,000 - (2,000,000 - - 30May2018 30 May 2018 to 29 May 2023 0.335 0.335
aggregate -\ “E-)\$RA=tHZ
FESBH AA=1A ZEZ=%RAZthA
Employees in 24,000,000 - - (14,000,000) 10,000,000 29 April 2022 29 April 2022 to 28 April 2032 0.084 0.078
aggregate —T-CF ZEZZEMABZTARE
EELEY mAZt+hA 3=
36,000,000 - (12,000,000) (14,000,000) 10,000,000
81,800,000 - (36,800,000) (14,000,000) 31,000,000
Note: The Share Options are not subject to any vesting period. Wit - BRI NSRRI 5B HAFARR o
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DIRECTORS’ AND MANAGEMENT EMOLUMENTS

Particulars of the directors’ emoluments on an individual and named
basis and the five highest paid individuals in the Group are set out in
note 11 to the consolidated financial statements. The remuneration
policies of the Group are as follows:

The amount of remuneration for the Directors or the employees
is determined according to their relevant experience,
responsibilities, workload, contributions and years of service in
the Group and with reference to the goals and objectives of the
Group;

The non-monetary benefits are determined by the Board (or by
the relevant management after consultation with the Board) and
may be provided in the remuneration package of the Directors
or the employees; and

No person participates in the deliberation or approval of his own
remuneration package.

The Company’s policies concerning remuneration of the Directors are
as follows:

U

(i)

(i)

the amount of remuneration is determined on a case by case
basis taking into consideration of the relevant Director’s
experience, responsibility, workload and the time devoted to the
Group;

non-cash benefits may be provided at the discretion of the
Board to the relevant Directors under their remuneration
package; and

the Directors may be granted, at the discretion of the Board and
in accordance with the requirements under the Listing Rules,
with share options under the share option scheme adopted by
the Company, as part of their remuneration package.
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MAJOR CUSTOMERS AND SUPPLIERS

The information of revenue and purchases attributable to the major
customers and suppliers of the Company for the year under review is
as follows:

Revenue from sales of goods HEEREM
or rendering of services PR 75 F 15 Wt &

The largest customer BREP

Five largest customers in aggregate AARF&H

Purchases BEH

The largest supplier SR ER

Five largest suppliers in aggregate AASERA &

None of the Directors, their close associates or any shareholders (who
to the knowledge of the Directors owns more than 5% of the
Company’s share capital) had an interest in the major suppliers and
major customers noted above.

PROVISION FOR LITIGATION AND AUDIT QUALIFICATION

Due to the uncertainties in relation to the impacts of the litigation on
the audited consolidated financial statements of the Company, the
Auditor had been unable to obtain supportable evidence for the
Auditor to assess whether any provision should be provided at 31
December 2023 and 2022 in relation to the litigation and whether the
profit or loss effect on the provision of litigation should be reported for
the years ended 31 December 2023 and 2022 were properly stated.
The Auditor had issued qualified opinion on this matter.

There was no difference in view on this basis for audit qualification
between the Auditor and the Company’s management.

The details of the basis are as follows:

(i) In light of the fact that the hearing of the Retrial pertaining to the
Litigation, as elaborated under the section headed “Litigation”
on page 43 and page 44, is still in progress up to the date of this
Annual Report, the management has agreed with the Auditor
that the exact extent of financial impact arising from the Litigation
on the consolidated financial statements of the Company for the
year ended 31 December 2023 cannot be ascertained with
reasonable accuracy and certainty, hence the management is of
the view that no provision should be provided concerning the
Litigation as at 31 December 2023 and 2022.
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(i) ~ The Company, as one of the joint guarantors under the Finance
Lease Agreement 2016 (to be defined in the sub-section headed
“Litigation” in the Directors’ Report), is jointly liable together with
other joint guarantors in the Litigations. The extent of and
financial impact on the provision for Litigations on the Company
is uncertain.

The Company has, through its PRC legal representatives,
endeavoured to liaise with the court as to when the trial could
proceed. However, the court replied that they were occupied
and would not be able to commit as to specifically when such
trial could be arranged at the date of this Report. As such, the
Company confirms that there is currently no concrete timetable
for the Litigations. Accordingly, the Company is of the view that
there is no certainty in the results of the Litigations up to now.

As mentioned above, the Company was not in control and not in
the position to provide any conclusive supportive evidence to
the Auditor regarding the assessment concerning the Litigations.
The Company will continue to liaise with the court on the
progress of the Retrial and further discuss with the Auditors
once any updates relating to the Appeal is available.

The management of the Company engaged a PRC lawyer to
issue a legal opinion on the likely outcome of the litigation case
to address the concerns of the Auditor. Nevertheless, the
Auditor considered that the said legal opinion is insufficient to
eliminate the uncertainties of the Litigations by contemplating 1)
the fact that the judgement had been made by Beijing No.4
Intermediate People’s Court * 4t 5 T 55 MU/ 4 A R JAFT dated
22 December 2020; and 2) the uncertainties as mentioned
above. The Company further understands from the Auditor that
they would likely to continue to issue qualified opinion on the
provision of litigation until the final judgement of the court on the
litigations is available whereby all uncertainties in relation to such
litigation will ultimately be removed.

The Audit Committee has reviewed and concurred with the
management’s view.

The Company understands that the Auditor could only remove the
qualification after the final judgement of the court on the litigations is
available. Even if the management is going to make a full provision in
the consolidated financial statements, the Auditors would still have
doubt and uncertainty on the truth and fairness of such provision
amount, which may result in substantial difference against the final
judgement to be ultimately handed down by the court, and as such
the qualified opinion will still remain.
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The Company also note that the Auditor is not in the position on
advising as to whether the consolidated financial statements of the
Company for the financial year ending 31 December 2024 will be free
of the audit qualification specifically with respect to the subject
litigation at this juncture since, as explained above, the basis leading
to the qualification arose from the uncertainties pertaining to the
Retrial.

The Company understands that in the event that the Retrial will be
heard and the relevant judgement is made before the announcement
of the annual results of the Company for the financial year ending 31
December 2024, such uncertainties would no longer exist and, given
that (1) the management will take immediate appropriate action to fully
reflect the financial impact brought by the final judgement of the court
in the Company’s consolidated financial statements for the financial
year ending 31 December 2024; and (2) the Auditor is satisfied with
the supporting documents and audit evidence to be provided by the
management, such qualification would then be removed accordingly.

EVENTS AFTER THE REPORTING PERIOD

Save for the events disclosed below, there was no other major
subsequent events occurred subsequent to the Reporting Period and
up to the date of this annual report.

Acquisition of 51% Equity Interest of Beijing Hangyang Health
Technology Co., Ltd.* (“Beijing Hangyang”)

On 1 March 2024, Beijing Bafuluo Technology Co., Ltd.* (“Beijing
Bafuluo”) (3t mE X Z B AR A 7)), an indirect wholly-owned
subsidiary of the Company, as the purchaser, entered into a sales and
purchase agreement with Mr. Xie Haijing, as the vendor, to acquire
51% of equity interest in Beijing Hangyang at a consideration of
RMB33.15 million which shall be settled by cash. The principal
activities of Beijing Hangyang are research, production and sales of
health products, functional foods and skincare products in the field of
soft capsule dosage form. The management considers that such
acquisition will enable the Group to diversify the product portfolio,
widen the geographical coverage of products and lower the
concentration risk in the procurement of raw materials of the
pharmaceutical and healthcare products business. The acquisition
was not yet completed as at the date of this annual report.

For further details, please refer to the announcements of the Company
dated 1 March and 18 March 2024.
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LITIGATION

The Company has received a civil judgement (the “Judgement”) dated
22 December 2020 issued by 1t 1 & PO £ A R ABT (the No. 4
Intermediate People’s Court of Beijing®) (the “Court”) in relation to a civil
litigation (the “Litigation”) brought by It =T X/t BERER B A
R 2~ 7] (Beijing Cultural Technology Finance Lease Company Limited*,
the “Plaintiff’) against, among others, (a) the Company; (b) 48 i& = & %
¥ B R~ &) Fujian Sanai Pharmaceutical Company Limited (“Fujian
Sanai Pharmaceutical”)(the disposal of which was completed in April
2019); (c) Lin Ouwen, a former executive Director; and (d) Lin Min, a
former executive Director.

The Plaintiff first filed a statement of claim (the “Statement of Claim”)
with the Court on 30 August 2018, whereby, among others, the Plaintiff
alleged that (i) Fujian Sanai Pharmaceutical, a then subsidiary of the
Company, had entered into a finance lease agreement (the “Finance
Lease Agreement 2016”) with the Plaintiff on 21 March 2016, pursuant
to which the Plaintiff agreed to lease certain assets to Fujian Sanai
Pharmaceutical for a term of 36 months with a total leasing cost of
RMB134,954,600 at an interest rate of 8.3%; (i) each of the Company,
Lin Ouwen and Lin Min, entered into a guarantee agreement with the
Plaintiff respectively to provide joint guarantee (the “Guarantee”) for the
debts owed by Fujian Sanai Pharmaceutical under the Finance Lease
Agreement 2016; and (jii) Fujian Sanai Pharmaceutical had failed to pay
the rent payable under the Finance Lease Agreement 2016 since 20
August 2017, and the Company, Lin Ouwen and Lin Min had failed fulfill
their obligations as guarantors. The Statement of Claim was received by
the Company in July 2019.

As such, the Plaintiff demanded, among others, that (i) Fujian Sanai
Pharmaceutical immediately pays to the Plaintiff the unpaid due rent in
the amount of RMB33,855,032.69 with the default interest accrued
thereon, undue rent in the amount of RMB47,592,982.21, default
payment in the amount of RMB4,759,298.22 (being 10% of the undue
rent), the legal fees in the amount of RMB800,000, the retention
purchase price of RMB100 and the cost incurred in relation to the
Litigation; and (i) the Company, Lin Ouwen and Lin Min be jointly liable
for the debts owed by Fujian Sanai Pharmaceutical under the Finance
Lease Agreement 2016.

The Plaintiff also submitted to the Court a copy of the alleged minutes of
the Board meeting held on 22 March 2016, during which resolutions
were passed to approve, inter alia, the provision of the Guarantee by the
Company. However, only two of the then Directors, Lin Ouwen and Lin
Qingping, were recorded to have attended and voted on the said
resolutions.
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Pursuant to the Judgement, among other things, Fujian Sanai
Pharmaceutical shall, within ten days of the Judgement, pay to the
Plaintiff the unpaid due rent under the Finance Lease Agreement 2016
in the amount of RMB33,855,032.69 with the default interest accrued
thereon, the accelerated due rent under the Finance Lease Agreement
2016 in the amount of RMB47,592,982.21, the default payment in the
amount of RMB4,759,298.22, the retention purchase price of RMB100,
the legal fees in the amount of RMB800,000, the announcement fees in
the amount of RMB2,650, the preservation insurance fees in the
amount of RMB175,636.06 and the preservation fees in the amount of
RMB5,000 (collectively the “Judgement Amount”); and the Company,
Lin Ouwen and Lin Min shall be jointly liable for the Judgement Amount,
and they are entitled to claim against Fujian Sanai Pharmaceutical after
discharging such joint liabilities.

The Company has lodged an appeal (the “Appeal”) against the
Judgement to 3t =T & A A RERT (the Higher People’s Court of
Beijing*) on 22 January 2021.

In the Appeal, the Company has pleaded to It X & H A ER)EF (the
Higher People’s Court of Beijing*) to rule that the Finance Lease
Agreement 2016 and the Guarantee were invalid, and to reject all of the
Plaintiff's claims.

On 18 December 2023, the Company has received a REE F = (civil
judgement) (the “Civil Judgement”) on the Appeal from the 1t TS
WA RIEBL (the Higher People’s Court of Beijing®). Pursuant to the
Civil Judgement, among other things, () the judgement of 4t R 1 25 /Y
B A RIEBT (the No. 4 Intermediate Peoples’ Court of Beijing) (the
“Intermediate People’s Court”) was dismissed; and (ii) the case was
returned to the Intermediate People’s Court for retrial.

As at the date of this annual report, the hearing of the retrial at the
Intermediate People’s Court (the “Retrial”) is in progress.

For further details, please refer to the announcements of the Company
dated 18 January 2021, 4 February 2021, 1 June 2023 and 19
December 2023.

CORPORATE GOVERNANCE

Report of the corporate governance principles and practices adopted
by the Company is set out on pages 14 to 27 of this annual report.
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SUFFICIENCY OF PUBLIC FLOAT

Based on the information that is publicly available to the Company and
within the knowledge of the Directors, during the year ended 31
December 2023 and up to the date of this annual report, the
Company has maintained sufficient public float as required under the
Listing Rules.

DONATIONS

During the year under review, the Group did not make any charitable
donations (2022: Nil).

MODEL CODE FOR SECURITIES TRANSACTIONS

The Company has adopted the Model Code for Securities Transaction
by Directors of Listed Issuers (the “Model Code”) set out in Appendix
C3 of the Listing Rules as its own code of conduct regarding securities
transactions by the Directors. Upon specific enquiries made by the
Company, all Directors have confirmed that they have fully complied
with the required standards as set out in the Model Code throughout
the Reporting Period.

DIRECTORS’ INTERESTS IN TRANSACTIONS,
ARRANGEMENTS OR CONTRACTS

None of the Directors or any of their connected entities had a material
interest, whether directly or indirectly, in any transaction, arrangement
or contract of significance to the business of the Group which the
Company or any of its subsidiaries was a party to or involved in at the
end of the year under review or at any time during the Reporting
Period.

CONTRACTS OF SIGNIFICANCE

No contract of significance between the Company or any of its
subsidiaries and a controlling shareholder of the Company or any of its
subsidiaries subsisted at the end of the year under review or at any
time during the year under review, and no contract of significance for
the provision of services to the Company or any of its subsidiaries by a
controlling shareholder of the Company or any of its subsidiaries
subsisted at the end of the year under review or at any time during the
Reporting Period.

COMPETING INTERESTS

None of the Directors had an interest in a business which competes or
may compete with the business of the Company or has any other
conflict of interest with the Company during the Reporting Period.
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AUDIT COMMITTEE

In compliance with Rule 3.21 of the Listing Rules, the Board has
established an audit committee with written terms of reference on 8
January 2007. The primary duties of the audit committee are to review
the financial reporting procedures and internal control and risk
management systems and provides guidance in relation thereto. The
Audit Committee comprises three independent non-executive
Directors as at the date of this annual report.

The Audit Committee has reviewed the accounting principles and
practice adopted by the Company as well as the audited financial
statements of the Company for the year ended 31 December 2023
before recommending to the Board for approval.

AUDITORS

The consolidated financial statements for the year ended 31
December 2023 have been audited by Mazars CPA Limited
(“Mazars”). Mazars has been the auditor of the Company since 11
November 2022 and the consolidated financial statements for the year
ended 31 December 2022 have also been audited by Mazars. Mazars
will retire, and being eligible, offer themselves for re-appointed at the
forthcoming annual general meeting. A resolution for its reappointment
as auditor of the Company will be proposed.

BUSINESS REVIEW

Business Performance and Future Development

The discussion on the Group’s business performance and future
development, being part of the Directors’ Report, is set out in the
section headed “Management Discussion and Analysis” of this annual
report.

Key Financial Performance Indicators

The analysis of the Group’s key financial performance indicators, being
part of the Directors’ Report, is set out in the section headed
“Management Discussion and Analysis” of this annual report.

RISKS RELATING TO OUR BUSINESS

Our newly launched products may not be well received by the
market.

The success of a pharmaceutical company depends, to a large extent,
on whether the products it introduces to the market are well received
by the market. The primary factors which may affect the acceptance
of our products by the market include efficacy, quality and price. In
particular, the introduction of new products requires substantial
investment of capital resources and research and development efforts.
If any of our new drugs is not well received by the market because its
efficacy is not as good as expected, it is too expensive compared to
other substitutes, or for any other reason, we may not be able to
recoup the investment we have made in developing such new drug, in
which case our financial condition and results of operations may be
materially and adversely affected.
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RISKS RELATING TO OUR INDUSTRY

The pharmaceutical industry is extremely competitive.

Our business is subject to competitions from other pharmaceutical
manufacturers. Chinese and international pharmaceutical
manufacturers engaged in the manufacture and sale of substitute or
similar products to ours in China may have more capital resources,
better research and development capabilities and more experience in
manufacturing and marketing. Many of our competitors, including
large pharmaceutical companies and other generic drug
manufacturers, have employed various strategies intended to
maximize their market share for previously-patented products.
Competition is likely to intensify if (i) the number of manufacturers or
distributors of substitute or similar products increases due to increased
market demand or increased prices; (i) competitors drastically reduce
prices due to oversupply of products; or (i) competitors develop new
products or substitute products having comparable medicinal
applications or therapeutic effects that may be used as direct
substitutes for our products which are more effective with prices
comparable to or lower than our products.

Our Company is subject to environmental regulations and may be
exposed to liability and potential costs for environmental compliance.
We are subject to the PRC laws and regulations concerning the
discharge of effluent water and solid waste during our manufacturing
processes. We are required to obtain certain clearances and
authorizations from governmental authorities for the treatment and
disposal of such discharge. Any violation of these regulations may
result in substantial fines, criminal sanctions, revocation of operating
permits, shutdown of our facilities and obligation to take corrective
measures. Our costs of complying with current and future
environmental laws and regulations, and liabilities which may
potentially arise from the discharge of effluent water and solid waste,
may adversely affect our business, financial condition and results of
operations.

The PRC government may adopt more stringent environmental
regulations and there is no assurance that we will be at all times in full
compliance with these regulatory requirements. Due to the possibility
of unanticipated regulatory or other developments, the amount and
timing of future environmental expenditures may vary substantially
from those currently anticipated. If there is any unanticipated change
in the environmental regulations, we may need to incur substantial
capital expenditures to install, replace, upgrade or supplement our
pollution control equipment or make operational changes to limit any
adverse impact or potential adverse impact on the environment in
order to comply with new environmental protection laws and
regulations. If such costs become prohibitively expensive, we may be
forced to modify, curtail or cease certain of our business operations.
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ENVIRONMENTAL POLICY AND PERFORMANCE

The Group understands the importance of environmental protection to
the sustained stable development of enterprises. Striving to strike the
best balance between cost control and environmental protection, the
Group consistently executes various measures on clean production,
energy saving, reducing consumption, etc. The Group also carries out
regular reviews on various environmental protection measures and
routine jobs, to ensure that all environmental protection permission
and approval required by the regulatory authorities of the PRC will be
granted.

In the meantime, the Group endeavours to create an environmentally-
friendly work environment to promote the environmental awareness to
employees by encouraging them to use less electricity and paper, and
recycle office supplies and other materials.

The Company shall issue the Environmental, Social and Governance
Report separately in accordance with the requirements under the
Listing Rules in due course.

LAWS AND REGULATIONS THAT HAVE SIGNIFICANT
IMPACT ON THE COMPANY

The principal activities of the Group are manufacturing, marketing and
selling of branded prescription and non-prescription drugs as well as
Chinese pharmaceutical products in the PRC. The production of all
pharmaceutical products must comply with the current Good
Manufacturing Practice standard of the PRC, and be approved by the
China Food and Drug Administration. The Group also needs to comply
with the Production Safety Law, Law on Employment Contracts and
Company Law of the PRC. As the shares of Company are listed on
the Main Board of the Stock Exchange, the Company is also required
to comply with the Listing Rules and the disclosure requirements of
the Companies Ordinance (Chapter 622 of the Laws of Hong Kong).

For the year ended 31 December 2023, the Group is not aware of any
occurrence of material breach of laws or regulations that have
significant impact on the Group.

The Group acknowledges that as the PRC is in the midst of the critical
period for healthcare system reform, it is expected that relevant laws,
regulations and policies regarding the healthcare and pharmaceutical
industry will be updated frequently. Hence, the Group will pay close
attention to the updates and timely implement measures required by
the relevant laws and regulations so as to ensure the business and
operation are not adversely affected.
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IMPORTANT RELATIONS WITH STAKEHOLDERS

Employees

The Group endeavours to develop and maintain good working
relationship with the employees. The Group provides its directors and
senior management with continuous professional trainings, including
seminars and workshops, such that the latest changes of regulatory
requirements and corporate governance practices can be introduced
and considered. Aiming to raise the operational efficiency, the Group
also organises various pre-employment and on-the-job trainings to
deepen the employees’ understanding of its business objectives and
operation. For safeguarding the occupational safety and health of
employees, the Group spares no effort to provide employees with a
safe work environment and enhance their health and safety
awareness. In addition, the Group provides competitive remuneration,
rewards program, retirement and medical benefits to attract, retain
and incentivise employees.

Suppliers

The Group selects the suppliers prudently and requires them to satisfy
certain evaluation criteria, including track records, experience, financial
strength, legal and regulatory compliances, reputation, ability to
manufacture high-quality products, etc. The Group has developed
long-term collaborative relationships with various suppliers and
endeavours to make sure that they comply with the Group’s
commitment to quality and ethics.

Sales Agents and Distributors

The Group sells pharmaceutical products to drug stores through sales
agents and distributors. The Group requires the sales agents and
distributors to comply with the relevant laws and regulations and the
Group’s marketing policies. The Group also collaborates with the
distributors by providing training for their frontline salespersons to
ensure that they provide high-quality sales services.

CHANGES IN INFORMATION OF DIRECTORS

There is no change of information of the Directors subsequent to the
date of the annual report for the year ended 31 December 2022 which
is required to be disclosed pursuant to Rule 13.51B of the Listing
Rules.

By order of the Board

SHE HAO
Executive Director

Hong Kong, 27 March 2024
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mMazZars

TO THE MEMBERS OF
SANAI HEALTH INDUSTRY GROUP COMPANY LIMITED
CEREEXRKRERRAT

(Incorporated in the Cayman Islands with limited liability)

QUALIFIED OPINION

We have audited the consolidated financial statements of Sanai Health
Industry Group Company Limited (the “Company”) and its subsidiaries
(collectively referred to as the “Group”), set out on pages 57 to 158,
which comprise the consolidated statement of financial position at 31
December 2023, and the consolidated statement of profit or loss, the
consolidated statement of profit or loss and other comprehensive
income, the consolidated statement of changes in equity and the
consolidated cash flow statement for the year then ended, and notes
to the consolidated financial statements, including material accounting
policy information.

In our opinion, except for the possible effects of the matter described
in the “Basis for Qualified Opinion” section of our report, the
consolidated financial statements give a true and fair view of the
financial position of the Group at 31 December 2023, and of its
financial performance and cash flows for the year then ended in
accordance with Hong Kong Financial Reporting Standards
(“HKFRSs”) issued by the Hong Kong Institute of Certified Public
Accountants (the “HKICPA”) and have been properly prepared in
compliance with the disclosure requirements of the Hong Kong
Companies Ordinance.

BASIS FOR QUALIFIED OPINION

Provision for litigation

Due to the uncertainties in relation to the litigation as disclosed in Note
38 to the consolidated financial statements, we were unable to obtain
sufficient appropriate audit evidence to assess whether any provision
should be provided in relation to the litigation at 31 December 2023
and 2022 and the profit or loss effect on any provision for the litigation
should be reported for the years ended 31 December 2023 and 2022.
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BASIS FOR QUALIFIED OPINION (Continued)

Provision for litigation (Continued)

We were unable to determine whether any adjustments to the figures
as described above were necessary which might have a consequential
effect on the Group’s financial performance and the elements making
up its consolidated statement of changes in equity and its
consolidated cash flow statement for the years ended 31 December
2023 and 2022 and the financial position of the Group at 31
December 2023 and 2022, and the related disclosures thereof in the
consolidated financial statements.

We conducted our audit in accordance with Hong Kong Standards on
Auditing (‘HKSASs”) issued by the HKICPA. Our responsibilities under
those standards are further described in the “Auditor’s Responsibilities
for the Audit of the Consolidated Financial Statements” section of our
report. We are independent of the Group in accordance with the
HKICPA'’s Code of Ethics for Professional Accountants (the “Code”),
and we have fulfilled our other ethical responsibilities in accordance
with the Code. We believe that the audit evidence we have obtained is
sufficient and appropriate to provide a basis for our qualified opinion.

OTHER INFORMATION

The directors of the Company are responsible for the other
information. The other information comprises all the information
included in the 2023 Annual Report of the Company but does not
include the consolidated financial statements and our auditor’s report
thereon.

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

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

If, based on the work we have performed, we conclude that there is a
material misstatement of this other information, we are required to
report that fact. As described in the “Basis for Qualified Opinion”
section above, we were unable to obtain sufficient appropriate
evidence about the provision for litigation. Accordingly, we are unable
to conclude whether or not the other information is materially
misstated with respect to this matter.
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KEY AUDIT MATTERS

Key audit matters are those matters that, in our professional
judgement, were of most significance in our audit of the consolidated
financial statements of the current period. These matters were
addressed in the context of our audit of the consolidated financial
statements as a whole, and in forming our opinion thereon, and we do

not provide a separate opinion on these matters. In addition to the WRIREERZEM | —EMMEEN
matter described in the “Basis for Qualified Opinion” section, we have EEETTISEERERAREEB Y
determined the matters described below to be the key audit matters PAREZEIE -

52

to be communicated in our report.

Key audit matter
HRELZER

Trade receivables and finance lease receivables

BESEUFARBEHEEREKIE

How our audit addressed the key audit matter

EECHFITNAEEBRELSEE

The Group tested the amount of trade receivables and finance
lease receivables for recoverability and the provision for
expected credit loss. This recoverability review is significant to
our audit because the balance of trade receivables and finance
lease receivables of approximately RMB22,950,000 and
RMB9,689,000 at 31 December 2023, respectively. We have
identified the recoverability assessment and the provision for
expected credit loss as a key audit matter because the amount
involved is significant and such assessment involved significant

judgement and estimation made by the management of the

Group.
EEENHREZREFERBERERWFIBES TN AT
EEARBEREEBBE# KB EEHEEENE
EMEBEXN REAN-_Z-_=ZF+-_A=+—HHEZE
FGEVRFEEBENERRAEBELER IO AEARE
22,950,000 7T & A R #9,689,0007T » &% E #5 A7 W (@ 14 &F
EREHEEEERESN ABREZEE  RRAMY
SHEARBBEFNGAR ESEETEREEDNEKNHE
SEE

Related disclosures are included in Notes 2, 4, 5, 19 and 20 to
the consolidated financial statements.

HRRESN G mRME2 45 -19k20°
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Our procedures, among others, included:
EENEZRFHPEHE

@)

understanding the Group’s policies and
procedures on granting credit limits and
credit periods to customers and the Group’s
impairment provisioning policy in accordance
with the requirements of applicable
accounting standards;
BEBEEREFEATH EEERAETFEK
EEERELEERNOBRRRRERF R
i ESEFHRRAERENECE

assessing the Group’s relationship and
transaction history with the customers;

Ay BEEERFPONBEIRSEL

evaluating the Group’s recoverability
assessment;

B BEEOAKEMERE

assessing, on a sample basis, the accuracy
of ageing categories of the trade receivables;

TERTHE B 2 WA BR i 0 By ERE N

assessing creditworthiness of the customers;

FEEPHEE

()  checking, on a sample basis, subsequent
settlements from the customers; and
 HEBREEPHNAEREREEN Kk

assessing the disclosure of the Group’s
exposure to credit risk in the consolidated
financial statements.

A ERERGEVBREAKRENGEE
[2 Bz o



KEY AUDIT MATTERS (Continued)

Key audit matter

HRELER

Valuation of convertible notes designated as financial
liabilities at fair value through profit or loss

EERBRAFEABEZEHERNTRKREREZIAE

Independent Auditor’s Report

B R RETRE

HRELZSEE(H)

How our audit addressed the key audit matter

EEZERNEERRELRSEE

As 31 December 2023, the fair value of the convertible notes
was approximately RMB53,214,000.
RZTEZ=F+ZA=+—H 0JEREEZAFENAR
AR 53,214,000 7T °

The management of the Group engaged an independent
professional valuer to estimate the fair value of the convertible
notes at 31 December 2023.
EXEERBREABLEXAEMMEATRRERN_-Z
—=#+t-A=t+-AZAFE:

We have identified the valuation of the convertible notes as a
key audit matter because the amount involved is significant
and the valuation of the convertible notes and the related
disclosures require market data and modelling techniques
which rely on a range of inputs. Where observable market data
are not available, or where instruments are not liquid, estimates
must be developed based on the most appropriate source
data. These estimates are subject to significant judgement. In
addition, we have identified the disclosure of the fair value of
the convertible notes in the fair value hierarchy as an area of
focus. Besides, the recognition and measurement of the
convertible notes involved significant judgement and estimates
made by the management of the Group.

EECBNFIRRERZAERBREZEE  RER/M
BEHEEARABRRERZHEMEBARES ZE M5 EUE
NARAEE ABIE 2 ZRRIT - W] BR M5 8IEEX
BiG - i TERARBN AN ERBSEE 2 RREE
fEH T - RFBARERABRE - BRt 2o FZEEH
RAFHERBRAEERRIREE 2 AT EBNAEL o 1IN

MEREZ AL EEY EEREEEEZ2EAHG
K AhET -

Related disclosures are included in Notes 2, 4, 5 and 25 to the
consolidated financial statements.

HERBHN G M B REME2 -4 6825

Our procedures, among others, included:

@

FRTZREFERE(EFEE)

JEaray
=y

evaluating the competence, capabilities and
objectivity of the independent professional
valuer;
BB L ER 2 BRRE - B REEIE
assessing and evaluating the appropriateness
of the valuation methodology, and the
reasonableness on the key inputs and
assumptions used by the independent
professional valuer and agreed by the
management of the Group including the
discount rate and share price;

SR EEETRRE A M R
h BEEEBYREXGEMMARERE
FREZERB AR (BRI R IR(E)
REREFENEEIEE

evaluating the sensitivity analysis performed
by the independent professional valuer in
relation to the fluctuation on the discount rate
and share price of the Company’s shares;
and

AEBVEXEGEMBUBERR E4A
Befn 2 RERENFTE . RBRESIT R

assessing the adequacy of the Group’s
disclosure made in the consolidated financial
statements in relation to the convertible
notes.

A BEEBENGE M mEA TR AR
ERIEHMIEEESS R -

CEREEXEBERAT s 2= FERS
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Independent Auditor’s Report
iR ¥ - T

RESPONSIBILITIES OF THE DIRECTORS AND THOSE
CHARGED WITH GOVERNANCE FOR THE
CONSOLIDATED FINANCIAL STATEMENTS

The directors of the Company are responsible for the preparation of
the consolidated financial statements that give a true and fair view in
accordance with HKFRSs issued by the HKICPA and the 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 of the
Company are responsible for assessing the Group’s ability to continue
as a going concern, disclosing, as applicable, matters related to going
concern and using the going concern basis of accounting unless the
directors either intend to liquidate the Group or to cease operations,
or have no realistic alternative but to do so.

Those charged with governance are responsible for overseeing the
Group’s financial reporting process.

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

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

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

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

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

° |dentify 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 of the Company.

° Conclude on the appropriateness of the use of the going
concern basis of accounting by the directors of the Company
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 concemn.

° 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.

B R RETRE

BRBERELGS W BERRAEE
BT (&)

ERIRREBZBCERETE O — 3
o BEEEEBESBEELERHE

LRI FEBE - FET

e HHEFHEHEAVBRERDEFRE
ERKRERM (T ERFF R R
BYOWRAR R RRMITREYEZ
FRBRNEFEF LBRERED
HENENFEE REENER
REER RBRARFEHREKX
REREWERESNERERE
RRERA R - REZKEF
AR RO - BE - WEER
E fRR PR At =4 B L P B 42 1

o EUSEFEF A A BDIE IR
B URFFEENEFREF B
BH)Y JEY & & E A AT Bl A
BRMBRRER -

e HE BERFEFMERAEFR
KRB E MR ATE L ST A A
MHERARENAEME -

e U BERFEFERRFELES
FREENEENE - M (ERAEUS
MERTER) TR FEREMFIMR
MBI EEEHY ERER
BREENELERERMMERXN
THEEMESHEW WEEFR
REEEATEEE FEEZ
B REPRFIBEAVT®
KHOBARER (WZEETE)
EREFNER BEFNEWE
REEZ B RE B BAESH
ERFERE AWM RREMHIMN
MAREEE ERBEAELY

e HEHSAMBHERNEREZR
BBELRAT BREBEREANM
BRERRERERARNFEHRNT
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Independent Auditor’s Report
iR ¥ - T

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

° 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 those charged with governance regarding,
among other matters, the planned scope and timing of the audit and
significant audit findings, including any significant deficiencies in
internal control that we identify during our audit.

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

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

Mazars CPA Limited
Certified Public Accountants
Hong Kong, 27 March 2024

The engagement director on the audit resulting in this
independent auditor’s report is:

She Shing Pang

Practising Certificate number: P05510
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Revenue

Cost of sales and services rendered

Gross profit

Other income
Distribution costs

Administrative and other operating

expenses
Write-off of inventories

(Provision for) Reversal of impairment
loss on trade receivables, net
Reversal of (Provision for) impairment
loss on finance lease receivables, net
(Provision for) Reversal of impairment
loss on other receivables
Equity-settled share-based payment

expenses

Changes in fair value of convertible
notes designated as financial liabilities

at FVPL

Loss on disposal of subsidiaries

Finance costs

Profit before income tax
Income tax expenses

Profit for the year

Profit (Loss) for the year
attributable to:

Owners of the Company

Non-controlling interests

Earnings per share
Basic (RMB cent)

Diluted (RMB cent)

Consolidated Statement of Profit or Loss

Year ended 31 December 2023 #HE-_ZE_—_=F+_A=+—HIFE

i 2
HERREHRSE Z KA

E7

HA A
7 AR
TR R EAME SR

FE

B 5 RGRIERERR
(Btl) B mFE
BEHEREFIERE
ERAED (B E) F8

Hofth & R TR (B S 1R
(B fR) B[

DARESS 4 E AR D A ERE

ZIRFEX

BERBRAFEFARSE

2 &R E EH A R
Rz ATEES

4 B B 2

B B A

B Fit 15 B0 Al 48 R
PrS TR 32

F g A
THATEEFR
wBR (BR) :

AREHEE A
IR S

BRER
ER(AR%ES)

BE(ARED)

2023 2022

—E-=F T F

Note RMB’000 RMB’000
M RE ARE T ARBEF T
8 122,098 175,923
(86,913) (84,248)

35,185 91,675

9 536 359
(780) (1,602)
(15,390) (17,512)
(52) (164)

19 (1,514) 807
20 3,914 (4,135)
(37) 1,753
31 - (9,722)
25 2,554 (1,412)
- (2,484)
10 (2,052) (1,792
10 22,364 55,771
12 (8,997) (20,574)
13,367 35,197

18,633 29,217

36 (5,266) 5,980
13,367 35,197

14

0.58 0.95

0.51 0.89

—EREEXEEARAT .
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Consolidated Statement of Profit or Loss and Other Comprehensive Income

HEEsREMZERER

Year ended 31 December 2023 HE—_ZE-_=F+_-_A=+—HILFE

2023 2022
—E-=F —E -4
Note RMB’000 RMB’000
B 7 ARMT T AREET T
Profit for the year FREF 13,367 35,197
Other comprehensive expenses: Hih2HEBEX:
Item that may be reclassified Rt e B 5 En
subsequently to profit or loss ZIHEAB
Exchange differences on translation BREBINEBIELZ8
of foreign operations (803) (1,158)
Release of translation reserve upon HERTE QR RER
disposal of subsidiaries M 5 & - (847)
Total other comprehensive expenses H ft 2 T B % 4458 (803) (2,005)
Total comprehensive income FREEKZAE
for the year 12,564 33,192
Total comprehensive income THALTEEEAZE
(expenses) for the year Wi (BAX) 4% :
attributable to:
Owners of the Company ViN/NETEF DN 17,830 27,212
Non-controlling interests JEVE R 36 (5,266) 5,980
12,564 33,192
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Consolidated Statement of Financial Position

e B ISR R

At 31 December 2023 R-E-_=F+-A=+—H

2023 2022
—E-=F —E-—F
Note RMB’000 RMB’000
M RE AR® Tt AREFIT
NON-CURRENT ASSETS HRBDEE
Property, plant and equipment EIN e E 15 6,508 7,590
Right-of-use assets CREEE 16 5,673 5,589
Intangible assets BRI EE 17 2,454 4,419
Finance lease receivables Bh & M E e Uk F 8 20 = 0,788
14,635 27,386
CURRENT ASSETS REBEE
Inventories g 18 487 438
Trade and other receivables B 5 W sk TE K B FE UL
B 19 25,947 12,674
Tax recoverable A mE IR 32 30
Finance lease receivables REHSEWRE 20 9,689 322,257
Financial assets at FVPL BATEFABRSEZ 2/
BE 21 176 195
Cash and cash equivalents HERIREEBY 22 332,474 21,839
368,805 357,433
CURRENT LIABILITIES REBEE
Trade and other payables B 5 e < 5 IE K B A AN
R 23 43,317 45,490
Interest-bearing borrowings FrEER 24 7,697 4,653
Lease liabilities HERIE o 16 796 270
Convertible notes designated as BERE AT A ABm
financial liabilities at FVPL ZTEBENARERE 25 - 65,089
Tax payables e A IR 7,363 11,084
59,173 126,586
NET CURRENT ASSETS FEREBEE 309,632 230,847
TOTAL ASSETS LESS CURRENT MEERRBERS
LIABILITIES 324,267 258,233
NON-CURRENT LIABILITIES kRBER
Lease liabilities HERE o 16 44 1,055
Convertible notes designated as EBEARATER AlBs
financial liabilities at FVPL ZeEBENA]RERE 25 53,214 -
Deferred tax liabilities ELEIEAE 26 611 1,101
54,596 2,156
NET ASSETS REE 269,671 256,077
CAPITAL AND RESERVES BEAXRREE
Share capital [N 27 29,865 29,742
Reserves {1 234,584 215,847
Equity attributable to owners KABVER AEGER
of the Company ey 264,449 245,589
Non-controlling interests eI IR R 36 5,222 10,488
TOTAL EQUITY MR 269,671 256,077

The consolidated financial statements on pages 57 to 158 were EETE158BMRAMBHRECHR T

approved and authorised for issue by the Board of Directors on 27 ZHE=AZtEHEESSHERE
March 2024 and signed on its behalf by BT WA TATRRES
Yuan Chaoyang She Hao
=EG E
DIRECTOR DIRECTOR
EF ZF
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Consolidated Statement of Changes in Equity

Year ended 31 December 2023 HE—Z_—_=F+_A=+—HIFE

Reserves
&
Share Statutory Non-
Share Share option Special surplus  Translation  Accumulated Total controlling Total
capital premium reserve reserve reserve reserve losses reserves interests equity
EERH
BA RIVEE BREEE  BRIEE wE  EXRRHE  RHER BREE FERER b £
(Note27)  (Note 28(a))  (Note 28(b)) ~ (Note 28(c))  (Note 28(d))  (Note 28(g))
(Brz2r) (Witosp) (KWidaep) (Hidase) (Wit2se) (Hiz2se)
RMB'000 RMB'000 RMB'000 RMB'000 RMB’000 RMB'000 RMB'000 RMB’000 RMB'000 RMB'000
ARBTFL ARETR ARETR ARETR ARKTR ARMTR AR¥TR AR¥ETR ARETT ARETR
At 1 January 2022 i
—A-A 28,601 1,264,954 1,647 (10,416) 838 2,882 (1,079,435) 170,470 20,480 219,551
Profit for the year FREF - - - - - - 29,217 29,217 5,980 35,197
Other comprehensive expenses: Hft 2%
ltem that may be reclassified AGABENAE
subsequently to profit or loss ZhEnlEA
Exchange differences on translation &89 7% 2
of foreign operations ERER - - - - - (1,158) - (1,158) - (1,158)
Release of translation reserve upon  {t & [ff /& 2 7165
disposal of subsidiaries BWER #E - - - - - (847) - (847) - (847)
Total other comprehensive Ht2EEXAE
expenses - - - - - (2,005) - (2,005) - (2,005)
Total comprehensive income for & (3 2 T Wi 3 8 51
the year - - - - - (2,005) 29,217 27,212 5,980 33,192
Transactions with owners: BEEARS
Contributions and distributions HER S
Issue of shares upon exercise RATEE R AR AR
of share options (Note 27) BITIRM (Wit27) 1,14 8,443 - - - - - 8,443 - 9,584
Recognition of equity-settled HER AR A& 5 0
share-based payment expenses 13 X4 2 FI%
(Note 31) (Kgt31) - - 9,722 - - - - 9,722 - 9,722
Dividends paid to non-controlling 3 P 3E¥E AR g5 )
interests & - - - - - - - - (15,972) (15,972)
Appropriation of statutory reserve  EEE T - - - - 9,746 - (9,746) - - -
Total transactions with owners HEBARHBE 1,141 8,443 9,722 - 9,746 - (9,746) 18,165 (15,972) 3,334
At 31 December 2022 R-B-—
+=A=+-8 29,742 1,263,397 11,369 (10,416) 10,684 877 (1,059,964) 215,847 10,488 256,077
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At 1 January 2023

Profit for the year

Other comprehensive expenses:

Item that may be reclassified
subsequently to profit or loss

Exchange differences on translation
of foreign operations

Total other comprehensive
expenses

Total comprehensive income for
the year

Transactions with owners:

Contributions and distributions

Issue of shares upon exercise of
share options (Note 27)

Share options forfeited (Note 27)

Appropriation of statutory reserve

Total transactions with owners

At 31 December 2023

i

T

e

-A-A

FREF

F

Hit2EMX

AR ABENIN

FR#RE
BEBIHEBZ
ERZR

Ht2ERXAE

FREEREAE

BREEARS

HERD

IR RES

B (Haz27)
BRI (Wi 27)

BREERE

HREARSHEE

Consolidated Statement of Changes in Equity

REERBEXR

Year ended 31 December 2023 HE-—T_=F+-A=+—HILFE
Reserves
&
Share Statutory Non-
Share Share option Special surplus  Translation Accumulated Total  controlling Total
capital premium reserve reserve reserve reserve losses reserves interests equity
EERS
BRA ROEE BREMRE BRlfRE & B RE RHER BaRE  FERER B
(Note 27)  (Note 28(a))  (Note 28(b)) ~ (Note 28(c))  (Note 28(d)) ~ (Note 28(e))
(Ma27) (Mit2sa) (KizE2sw) (Hit28c) (Hit28d) (Hizt28(e)
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
ARBTRL AR®TR ARWMTRE ARMTRT ARBTR AR®TR AR¥TRT AR¥TR AR%TR ARET:R
29,742 1,263,397 11,369 (10,416) 10,584 877  (1,059,964) 215,847 10,488 256,077
- - - - - - 18,633 18,633 (5,266) 13,367
_ _ - - - (803) - (803) - (803)
_ _ - - - (803) - (803) - (803)
- - - - - (803) 18,633 17,830 (5,266) 12,564
123 907 - - - - - 907 - 1,030
- - (1,647) - - - 1,647 - - -
= = = = 2,784 = (2,784) - = =
123 907 (1,647) - 2,784 - (1,137) 907 - 1,030
29,865 1,264,304 9,722 (10,416) 13,368 74 (1,042,468) 234,584 5,222 269,671
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Consolidated Statement of Cash Flows

l&K1§?1¥it§ziﬁii§i%§E

Year ended 31 December 2023 &#HZE_-Z—

Cash flow from operating activities

Profit before tax
Adjustments for:
Interest income
Finance costs
Write-off of property, plant and
equipment
Depreciation of property, plant and
equipment
Depreciation of right-of-use assets
Amortisation of intangible assets
Write-off of inventories
Loss on disposal of subsidiaries

Equity-settled share-based payment

expenses

Changes in fair value of financial asserts

at FVPL, net

Changes in fair value of convertible notes
designated as financial liabilities at

FVPL
Rent concession received

=E+-A=+—HILFE

REEZHRERE

B 35 A 7

A THBIRFE

B UA

BERA

M - BFE MR E

ME - BERRETE

EREEENE
BB

7 & 35
HEKBRRZER
NS EE AR R
EiE 2 MRFX
wRFEFARRZ
TREENQTFE
HE) )RR

EEREAFEFAR

%7 SBE NS
BER AT EED
EREHES B

(Reversal of) Provision for impairment

loss on finance lease receivables, net

Provision for (Reversal of) impairment
loss on other receivables
Provision for (Reversal of) impairment

BEHE R YRR E
B8 (B E) B &5
H R MR R B 5 1R
R (B )

B 5 RS R R ERE

loss for trade receivables, net
Exchange difference

Operating cash flows before
movements in working capital
Changes in working capital:
Inventories
Trade and other receivables

Trade and other payables

Finance lease receivables

Cash generated from (used in)
operations
Income tax paid

Net cash from (used in) operating
activities

Rt (B@) F8
PEN ERE

LEESRPAZ
RERTRE

LEESH

FE

B 5 WA K
HAth & YRR
B 5 RN AR
HoAth & A5 3R
MEHEERYIE

REZHHE (A B

BATSHR

REFBHME (FA)
REFR
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2023 2022
—E-=F —E-F
RMB’000 RMB’000
AR¥TR AREFIT
22,364 55,771
(445) (79)
2,052 1,792

- 31

1,171 1,285
926 275
1,965 1,964
52 164

- 2,484

- 9,722

19 252
(2,554) 1,412
(68) -
(3,914) 4,135
37 (1,753)
1,514 (807)
1,543 -
24,662 76,648
(101) 3,052
(14,824) 39,880
(2,110) (34,836)
326,270 (120,630)
333,897 (35,886)
(13,210) (20,304)
320,687 (56,190)




Consolidated Statement of Cash Flows

mERERER

Year ended 31 December 2023 #HE—Z_—_=F+_A=+—HIFE

2023 2022
—E-=F “E-F
Note RMB’000 RMB’000
B sE ARETR ARBTT
Cash flow from investing activities RETBHFMBRESRE
Interest received 2 U R B 445 79
Purchase of property, plant and BEWME  BEMEE
equipment (82) (27)
Net cash outflow from disposal of HERBRAREER
subsidiaries W& w75 = 67)
Net cash from (used in) investing BRETEFRE (FTA)
activities REFEE 363 (15)
Cash flow from financing activities METEHRBRENRE
Proceeds from issue of shares upon RITE B 21T
exercise of share options B0 2 FriS I8 27 1,030 9,584
Inception of interest-bearing borrowings 8 AGTEEE 3,044 4,653
Proceeds from issue of convertible notes %17 A] # A% Z 15 Fr 15
PR 25 - 63,677
Partial redemption of convertible notes  #f % & [ AJ 2% & 25 (10,864) -
Dividends paid to non-controlling interests 1< 3 FE#5 A #E 25 69 I &, 36 - (15,972)
Payment for lease liabilities XHEEaE (780) (164)
Interest paid BB (2,033) -
Net cash (used in) from financing METE () g
activities ReFE (9,603) 61,778
Net increase in cash and cash equivalents 384 3R & 2 ¥)1E N
R 311,447 5,573
Cash and cash equivalents at beginning i & A BRERREE
of the reporting period BY 21,839 16,297
Effect of foreign exchange rates changes  §ME [ = % B > §/ 28 (812 (31)
Cash and cash equivalents atend of WHEHFRREREEE
the reporting period, represented by  B%) » SUBITEHR
bank balances and cash BHE R 332,474 21,839
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GENERAL INFORMATION

Sanai Health Industry Group Company Limited (the “Company”,
together with its subsidiaries collectively referred to as the
“Group”) was incorporated in the Cayman Islands on 21 March
2006 and registered as an exempted company with limited
liability under the Companies Act, Cap. 22 (Law 3 of 1961, as
consolidated and revised) of the Cayman Islands (the “Cayman
Companies Law”). Its shares were listed on the Main Board of
The Stock Exchange of Hong Kong Limited (the “Stock
Exchange”) on 1 February 2007. The address of the registered
office of the Company is Grand Pavilion, Hibiscus Way, 802
West Bay Road, P.O. Box 31119, KY1-1205, Cayman Islands.
The principal place of business of the Company is Unit 5, 7/F.,
Nanyang Plaza, 57 Hung To Road, Kwun Tong, Kowloon, Hong
Kong.

The Company is an investment holding company and the
principal activities of its subsidiaries are set out in Note 35 to the
consolidated financial statements. The consolidated financial
statements are presented in Renminbi (“RMB”), which is the
same as the functional currency of the Company. All amounts
have been rounded to the nearest thousand, unless otherwise
stated.

SIGNIFICANT ACCOUNTING POLICIES

Statement of compliance

The consolidated financial statements have been prepared in
accordance with Hong Kong Financial Reporting Standards
(“HKFRSs”) issued by the Hong Kong Institute of Certified Public
Accountants (the “HKICPA”), which collective term includes all
applicable individual HKFRSs, Hong Kong Accounting Standards
(“HKASSs”) and Interpretations issued by the HKICPA and the
disclosure requirements of the Hong Kong Companies
Ordinance. The consolidated financial statements also comply
with the applicable disclosure requirements of the Rules
Governing the Listing of Securities on the Stock Exchange (the
“Listing Rules”).

A summary of the significant accounting policies adopted by the
Group is set out below.
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Notes to the Consolidated Financial Statements

For the year ended 31 December 2023 &

SIGNIFICANT ACCOUNTING POLICIES (Continued)

Statement of compliance (Continued)

The measurement basis used in the preparation of the
consolidated financial statements is historical cost, except for
financial assets at fair value through profit or loss (“FVPL”) and
convertible notes designated as financial liabilities at FVPL,
which are stated at fair value as explained in the accounting
policies set out below.

The consolidated financial statements have been prepared on a
basis consistent with the accounting policies adopted in the
2022 consolidated financial statements except for the adoption
of the new/revised HKFRSs and effective from the current
financial reporting period as detailed below.

Adoption of new/revised HKFRSs

The Group has applied, for the first time, the following new/
revised HKFRSs:

Amendments to HKAS 1 Disclosure of Accounting Policies

Amendments to HKAS 8 Definition of Accounting
Estimates

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

International Tax Reform — Pillar
Two Model Rules

Amendments to HKAS 12

Amendments to HKAS 12

HKFRS17 Insurance Contracts

Amendments to HKFRS 17 Initial Application of HKFRS 17
and HKFRS 9 — Comparative
Information

e ISR M EE

E_E_—FF+_A=+—HIEFE
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Notes to the Consolidated Financial Statements
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For the year ended 31 December 2023 HZE—Z—_=F+_-_A=+—HIFE

2.

SIGNIFICANT ACCOUNTING POLICIES (Continued)
Adoption of new/revised HKFRSs (Continued)

Amendments to HKAS 1: Disclosure of Accounting
Policies

The amendments require companies to disclose their material
accounting policy information rather than their significant
accounting policies.

The amendments have no effect on the measurement,
recognition or presentation of any items in the consolidated
financial statements.

Amendments to HKAS 8: Definition of Accounting
Estimates

The amendments clarify how companies should distinguish
changes in accounting policies from changes in accounting
estimates.

Amendments to HKAS 12: Deferred Tax related to Assets
and Liabilities arising from a Single Transaction

The amendments narrow the scope of the recognition exemption
in paragraphs 15 and 24 of HKAS 12 so that it no longer applies
to transactions that, on recognition, give rise to equal taxable
and deductible temporary differences.

Amendments to HKAS 12: International Tax Reform
— Pillar Two Model Rules

The amendments provide entities with temporary relief from
accounting for deferred taxes arising from the Organisation for
Economic Co-operation and Development’s Pillar Two model
rules. The Amendments also introduce targeted disclosure
requirements to help investors understand an entity’s exposure
to income taxes arising from the rules.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)
Adoption of new/revised HKFRSs (Continued)

HKFRS 17: Insurance Contracts

HKFRS 17 establishes principles for the recognition,
measurement, presentation and disclosure of insurance
contracts issued. It also requires similar principles to be applied
to reinsurance contracts held and investment contracts with
discretionary participation features issued.

The core of HKFRS 17 is the general measurement model where
estimates are re-measured each reporting period. Under the
model, contracts are measured based on discounted
probability-weighted cash flows, an explicit risk adjustment for
non-financial risk, and a contractual service margin representing
the unearned profit of the contract which is recognised as
revenue over the coverage period.

An optional, simplified premium allocation approach is permitted
for certain types of contracts, such as short duration contracts.

There is a modification of the general measurement model called
the “variable fee approach” for certain contracts such as those
with direct participation features. When applying the variable fee
approach, the entity’s share of the fair value changes of the
underlying items is included in the contractual service margin.

Amendment to HKFRS 17: Initial Application of HKFRS
17 and HKFRS 9 — Comparative Information

The amendment is a transition option relating to comparative
information about financial assets presented on initial application
of HKFRS 17. The amendment is aimed at helping entities to
avoid temporary accounting mismatches between financial
assets and insurance contract liabilities, and therefore improve
the usefulness of comparative information for users of financial
statements.

The adoption of HKFRS 17 and the above amendments does
not have any significant impact on the Group’s consolidated
financial statements.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)

Basis of consolidation

The consolidated financial statements comprise the financial
statements of the Company and all of its subsidiaries. The
financial statements of the subsidiaries are prepared for the
same reporting period as that of the Company using consistent
accounting policies.

All intra-group balances, transactions, income and expenses
and profits and losses resulting from intra-group transactions are
eliminated in full. The results of subsidiaries are consolidated
from the date on which the Group obtains control and continue
to be consolidated until the date that such control ceases.

Non-controlling interests are presented, separately from equity
holders of the Company, in the consolidated statement of profit
or loss and the consolidated statement of profit or loss and
other comprehensive income and within equity in the
consolidated statement of financial position. The non-controlling
interests in the acquiree, that are present ownership interests
and entitle their holders to a proportionate share of the
acquiree’s net assets in event of liquidation, are measured
initially either at fair value or at the present ownership
instruments’ proportionate share in the recognised amounts of
the acquiree’s identifiable net assets. This choice of
measurement basis is made on an acquisition-by-acquisition
basis. Other types of non-controlling interests are initially
measured at fair value, unless another measurement basis is
required by HKFRSs.

Allocation of total comprehensive income

Profit or loss and each component of other comprehensive
income are attributed to the owners of the Company and to the
non-controlling interests. Total comprehensive income is
attributed to the owners of the Company and the non-controlling
interests even if this results in the non-controlling interests having
a deficit balance.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)

Basis of consolidation (Continued)

Changes in ownership interests

Changes in the Group’s ownership interest in a subsidiary that
do not result in a loss of control are accounted for as equity
transactions. The carrying amounts of the controlling interests
are adjusted to reflect the changes in their relative interests in
the subsidiary.

When the Group loses control of a subsidiary, the profit or loss
on disposal is calculated as the difference between (i) the
aggregate of the fair value of the consideration received and the
fair value of any retained interest determined at the date when
control is lost and (i) the carrying amount of the assets (including
goodwill), and liabilities of the subsidiary and any non-controlling
interests at the date when control is lost. The amounts previously
recognised in other comprehensive income in relation to the
disposed subsidiary are accounted for on the same basis as
would be required if the holding company had directly disposed
of the related assets or liabilities. Any investment retained in the
former subsidiary and any amounts owed by or to the former
subsidiary are accounted for as a financial asset or liability, an
associate, a joint venture or others, as appropriate, from the
date when control is lost.

Business combination and goodwiill

The acquisition method is used to account for the acquisition of
a subsidiary in a business combination. The cost of acquisition is
measured at the acquisition-date fair value of the assets given,
equity instruments issued, liabilities incurred and contingent
consideration. Acquisition-related costs are recognised as
expenses in the periods in which the costs are incurred and the
services are received. ldentifiable assets and liabilities of the
subsidiary in the acquisition are measured at their acquisition-
date fair values.

The excess of the cost of acquisition over the Group’s share of
the net fair value of the subsidiary’s identifiable assets and
liabilities is recorded as goodwill. Any excess of the Group’s
share of the net fair value of the identifiable assets and liabilities
over the cost of acquisition is recognised in consolidated profit
or loss as a gain on bargain purchase which is attributed to the
Group.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)

Business combination and goodwill (Continued)

In a business combination achieved in stages, the previously
held equity interest in the subsidiary is remeasured at its
acquisition-date fair value and the resulting gain or loss is
recognised in consolidated profit or loss. The fair value is added
to the cost of acquisition to calculate the goodwill.

If the changes in the value of the previously held equity interest
in the subsidiary were recognised in other comprehensive
income (for example, equity investments at fair value through
other comprehensive income), the amount that was recognised
in other comprehensive income is recognised on the same basis
as would be required if the previously held equity interest were
disposed of.

Goodwill is tested annually for impairment or more frequently if
events or changes in circumstances indicate that it might be
impaired. Goodwill is measured at cost less accumulated
impairment losses. The method of measuring impairment losses
of goodwill is the same as that of other assets as stated in the
accounting policy below. Impairment losses of goodwill are
recognised in consolidated profit or loss and are not
subsequently reversed. Goodwill is allocated to cash-generating
units that are expected to benefit from the synergies of the
acquisition for the purpose of impairment testing.

The non-controlling interests in the subsidiary are initially
measured at the non-controlling shareholders’ proportionate
share of the net fair value of the subsidiary’s identifiable assets
and liabilities at the acquisition date.

Subsidiaries

A subsidiary is an entity that is controlled by the Group. The
Group controls an entity when it is exposed, or has rights, to
variable returns from its involvement with the entity and has the
ability to affect those returns through its power over the entity.
The Group reassesses whether it controls an investee if facts
and circumstances indicate that there are changes to one or
more of the elements of control.

In the Company’s statement of financial position which is
presented within these notes, interests in subsidiaries are stated
at cost less impairment loss. The carrying amounts of the
interests are reduced to their respective recoverable amount on
an individual basis, if it is higher than the recoverable amount.
The results of subsidiaries are accounted for by the Company
on the basis of dividends received and receivable.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)

Property, plant and equipment

Property, plant and equipment are stated at cost less
accumulated depreciation and accumulated impairment losses.
The cost of an item of property, plant and equipment comprises
its purchase price and any directly attributable costs of bringing
the asset to its working condition and location for its intended
use. Repairs and maintenance are charged to profit or loss
during the period in which they are incurred.

Depreciation is provided to write off the cost less accumulated
impairment losses of property, plant and equipment, over their
estimated useful lives at the annual rate as set out below from
the date on which they are available for use and after taking into
account their estimated residual values, using the straight-line
method. Where parts of an item of property, plant and
equipment have different useful lives, the cost of the item is
allocated on a reasonable basis and depreciated separately:

Buildings 3.33% or over the unexpired

term of lease, if shorter

Leasehold improvements 10% to 20%
Furniture, fixtures and office equipment 10% to 20%
Motor vehicles 20%
Plant and machinery 10% to 20%

An item of property, plant and equipment is derecognised upon
disposal or when no future economic benefits are expected to
arise from the continued use of the asset. Any gain or loss
arising on derecognition of the asset (calculated as the difference
between the net disposal proceeds and the carrying amount of
the item) is included in profit or loss in the period in which the
item is derecognised.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)

Intangible assets

Intangible assets acquired separately

Intangible assets with finite useful lives that are acquired
separately are carried at costs less accumulated amortisation
and any accumulated impairment losses. Amortisation is
recognised on a straight-line basis over their estimated useful
lives. The estimated useful life and amortisation method are
reviewed at the end of each reporting period, with the effect of
any changes in estimate being accounted for on a prospective
basis.

Intangible assets with indefinite useful life is stated at cost less
any impairment losses. Impairment is reviewed annually or when
there is any indication that intangible assets has suffered an
impairment loss.

Intangible assets acquired in a business combination
Intangible assets acquired in a business combination are
recognised separately from goodwill and are initially recognised
at their fair value at the acquisition date.

Subsequent to initial recognition, intangible assets acquired in a
business combination with finite useful lives are reported at cost
less accumulated amortisation and any accumulated impairment
losses, on the same basis as intangible assets that are acquired
separately.

Derecognition of other intangible assets

An intangible asset is derecognised on disposal, or when no
future economic benefits are expected from use or disposal.
Gains and losses arising from derecognition of an intangible
asset, measured as the difference between the net disposal
proceeds and the carrying amount of the assets, are recognised
in profit or loss when the asset is derecognised.

Financial instruments

Financial assets

Recognition and derecognition

Financial assets are recognised when and only when the Group
becomes a party to the contractual provisions of the instruments
and on a trade date basis.

A financial asset is derecognised when and only when (i) the
Group’s contractual rights to future cash flows from the financial
asset expire or (i) the Group transfers the financial asset and
either (a) it transfers substantially all the risks and rewards of
ownership of the financial asset, or (b) it neither transfers nor
retains substantially all the risks and rewards of ownership of the
financial asset but it does not retain control of the financial asset.
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Notes to the Consolidated Financial Statements

e ISR M EE

For the year ended 31 December 2023 #HZEZE-—Z—_=F+-_A=+—HILFE

SIGNIFICANT ACCOUNTING POLICIES (Continued)

Financial instruments (Continued)

Financial assets (Continued)

Recognition and derecognition (Continued)

If the Group retains substantially all the risks and rewards of
ownership of a transferred financial asset, the Group continues
to recognise the financial asset and also recognises a
collateralised borrowing for the proceeds received.

If the Group neither transfers nor retains substantially all the risks
and rewards of ownership and continues to control the
transferred asset, the Group recognises the financial asset to the
extent of its continuing involvement and an associated liability for
amounts it may have to pay.

Classification and measurement

Financial assets (except for trade receivables without a
significant financing component) are initially recognised at their
fair value plus, in the case of financial assets not carried at FVPL,
transaction costs that are directly attributable to the acquisition
of the financial assets. Such trade receivables are initially
measured at their transaction price.

On initial recognition, a financial asset is classified as (i)
measured at amortised cost; (i) debt investment measured at
fair value through other comprehensive income (“Mandatory
FVOCI”); (iii) equity investment measured at fair value through
other comprehensive income (“Designated FVOCI”); or (iv)
measured at FVPL.

The classification of financial assets at initial recognition depends
on the Group’s business model for managing the financial assets
and the financial asset’s contractual cash flow characteristics.
Financial assets are not reclassified subsequent to their initial
recognition unless the Group changes its business model for
managing them, in which case all affected financial assets are
reclassified on the first day of the first annual reporting period
following the change in the business model.
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Notes to the Consolidated Financial Statements

A M ERR M EE

For the year ended 31 December 2023 HZE—Z—_=F+_-_A=+—HIFE

2. SIGNIFICANT ACCOUNTING POLICIES (Continued)

Financial instruments (Continued)
Financial assets (Continued)
Classification and measurement (Continued)

(1)

Financial assets measured at amortised cost

A financial asset is measured at amortised cost if it meets
both of the following conditions and is not designated as
at FVPL:

(i) it is held within a business model whose objective is
to hold financial assets in order to collect contractual
cash flows; and

(i) its contractual terms give rise on specified dates to
cash flows that are solely payments of principal and
interest on the principal amount outstanding.

Financial assets at amortised cost are subsequently
measured using the effective interest method and are
subject to impairment. Gains and losses arising from
impairment, derecognition or through the amortisation
process are recognised in profit or loss.

The Group’s financial assets at amortised cost include
finance lease receivables, trade and other receivables and
cash and cash equivalents.

Financial assets at FVPL

These investments include financial assets that are not
measured at amortised cost or FVOCI, including financial
assets held for trading, financial assets designated upon
initial recognition as at FVPL, financial assets resulting from
a contingent consideration arrangement in a business
combination to which HKFRS 3 applies and financial
assets that are otherwise required to be measured at
FVPL. They are carried at fair value, with any resultant gain
and loss recognised in profit or loss, which does not
include any dividend or interest earned on the financial
assets. Dividend or interest income is presented separately
from fair value gain or loss.
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Notes to the Consolidated Financial Statements

e ISR M EE

For the year ended 31 December 2023 EBE-T-_=F+=-A=+—HILFE

SIGNIFICANT ACCOUNTING POLICIES (Continued)

Financial instruments (Continued)
Financial assets (Continued)
Classification and measurement (Continued)
(2)  Financial assets at FVPL (Continued)

A financial asset is classified as held for trading if it is:

(i) acquired principally for the purpose of selling it in the
near term;

(i)  part of a portfolio of identified financial instruments
that are managed together and for which there is
evidence of a recent actual pattern of short-term
profit-taking on initial recognition; or

(i)  a derivative that is not a financial guarantee contract
or not a designated and effective hedging
instrument.

Financial assets are designated at initial recognition
as at FVPL only if doing so eliminates or significantly
reduces a measurement or recognition inconsistency
that would otherwise arise from measuring assets or
liabilities or recognising the gains or losses on them
on different bases.

The Group’s financial assets at FVPL include listed
equity securities.

Financial liabilities

Recognition and derecognition

Financial liabilities are recognised when and only when the
Group becomes a party to the contractual provisions of the
instruments.

A financial liability is derecognised when and only when the
liability is extinguished, that is, when the obligation specified in
the relevant contract is discharged, cancelled or expires.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)

Financial instruments (Continued)

Financial liabilities (Continued)

Classification and measurement

Financial liabilities are initially recognised at their fair value plus,
in the case of financial liabilities not carried at FVPL, transaction
costs that are direct attributable to the issue of the financial
liabilities.

The Group’s financial liabilities include trade and other payables,
interest-bearing borrowing, lease liabilities and convertible notes
designated as financial liabilities at FVPL. All financial liabilities,
except for financial liabilities at FVPL, are recognised initially at
their fair value and subsequently measured at amortised cost,
using the effective interest method, unless the effect of
discounting would be insignificant, in which case they are stated
at cost.

Financial liabilities at FVPL include financial liabilities held for
trading, financial liabilities designated upon initial recognition as
at FVPL and financial liabilities that are contingent consideration
of an acquirer in a business combination to which HKFRS 3
applies. They are carried at fair value, with any resultant gain and
loss (excluding interest expenses) recognised in profit or loss,
except for the portion of fair value changes of financial liabilities
designated at FVPL that are attributable to the credit risk of the
liabilities which is presented in other comprehensive income
unless such treatment would create or enlarge an accounting
mismatch in profit or loss.

A financial liability is classified as held for trading if it is:

(i) incurred principally for the purpose of repurchasing it in the
near term;

(i)  part of a portfolio of identified financial instruments that are
managed together and for which there is evidence of a
recent actual pattern of short-term profit-taking on initial
recognition; or

(i)  a derivative that is not a financial guarantee contract or not
a designated and effective hedging instrument.
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Notes to the Consolidated Financial Statements

e ISR M EE

For the year ended 31 December 2023 EBE-T-_=F+=-A=+—HILFE

SIGNIFICANT ACCOUNTING POLICIES (Continued)

Financial instruments (Continued)

Financial liabilities (Continued)

Classification and measurement (Continued)

Financial liabilities are designated at initial recognition as at FVPL
only if:

(i) the designation eliminates or significantly reduces a
measurement or recognition inconsistency that would
otherwise arise from measuring assets or liabilities or
recognising the gains or losses on them on different bases;

(i)  they are part of a group of financial liabilities or financial
assets and financial liabilities that are managed and their
performance evaluated on a fair value basis, in accordance
with a documented risk management strategy; or

(i)  they contain one or more embedded derivatives, in which
case the entire hybrid contract may be designated as a
financial liability at FVPL, except where the embedded
derivatives do not significantly modify the cash flows or it
is clear that separation of the embedded derivatives is
prohibited.

The convertible notes issued by the Group (including related
embedded derivative) are designated as financial liabilities at
FVPL on initial recognition. Subsequent to the initial recognition,
the entire convertible notes are measured at fair value, with
changes in fair value recognised in profit or loss in the period in
which they arise except for the changes in fair value attributable
to the changes of the credit risk of the liabilities.

The effective interest method is a method of calculating the
amortised cost of a financial liability and of allocating interest
expense over the relevant period. The effective interest rate is
the rate that exactly discounts estimated future cash payments
(including all fees and points paid or received that form an
integral part of the effective interest rate, transaction costs and
other premiums or discounts) through the expected life of the
financial liability, or, where appropriate, a shorter period, to the
net carrying amount on initial recognition.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)

Financial instruments (Continued)

Financial liabilities (Continued)

Classification and measurement (Continued)

Interest expenses is recognised on an effective interest basis
other than financial liabilities classified as at FVPL.

Derivatives embedded in a hybrid contract with a host that is not
an asset within the scope of HKFRS 9 are treated as separate
derivatives when they meet the definition of a derivative, their
economic characteristics and risks are not closely related to
those of the host, and the hybrid contract is not measured at
FVPL.

Impairment of financial assets

The Group recognises loss allowances for expected credit
losses (“ECL”) on financial assets that are measured at
amortised cost issued to which the impairment requirements
apply in accordance with HKFRS 9. Except for the specific
treatments as detailed below, at each reporting date, the Group
measures a loss allowance for a financial asset at an amount
equal to the lifetime ECL if the credit risk on that financial asset
has increased significantly since initial recognition. If the credit
risk on a financial asset has not increased significantly since
initial recognition, the Group measures the loss allowance for
that financial asset at an amount equal to 12-month ECL.

Measurement of ECL

ECL is a probability-weighted estimate of credit losses (i.e. the
present value of all cash shortfalls) over the expected life of the
financial instrument.

For financial assets, a credit loss is the present value of the
difference between the contractual cash flows that are due to an
entity under the contract and the cash flows that the entity
expects to receive.

Lifetime ECL represents the ECL that will result from all possible
default events over the expected life of a financial instrument
while 12-month ECL represents the portion of lifetime ECL that
is expected to result from default events on a financial instrument
that are possible within 12 months after the reporting date.
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Notes to the Consolidated Financial Statements

e ISR M EE

For the year ended 31 December 2023 EBE-T-_=F+=-A=+—HILFE

SIGNIFICANT ACCOUNTING POLICIES (Continued)

Financial instruments (Continued)

Impairment of financial assets (Continued)

Measurement of ECL (Continued)

Where ECL is measured on a collective basis, the financial
instruments are grouped based on the following one or more
shared credit risk characteristics:

(i) past due information

(i)  nature of instrument

(i)  industry of debtors

(iv)  geographical location of debtors

(v)  external credit risk ratings where available

Loss allowance is remeasured at each reporting date to reflect
changes in the financial instrument’s credit risk and loss since
initial recognition. The resulting changes in the loss allowance
are recognised as an impairment gain or loss in profit or loss
with a corresponding adjustment to the carrying amount of the
financial instrument.

Definition of default

The Group considers the following as constituting an event of
default for internal credit risk management purposes as historical
experience indicates that the Group may not receive the
outstanding contractual amounts in full if the financial instrument
that meets any of the following criteria.

(i) information developed internally or obtained from external
sources indicates that the debtor is unlikely to pay its
creditors, including the Group, in full (without taking into
account any collaterals held by the Group); or

(i) there is a breach of financial covenants by the
counterparty.

Irrespective of the above analysis, the Group considers that
default has occurred when a financial asset is more than 90
days past due unless the Group has reasonable and supportable
information to demonstrate that a more lagging default criterion
is more appropriate.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)

Financial instruments (Continued)

Impairment of financial assets (Continued)

Assessment of significant increase in credit risk

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

o the debtor’s failure to make payments of principal or
interest on the due dates;

° an actual or expected significant deterioration in the
financial instrument’s external or internal credit rating (if
available);

° an actual or expected significant deterioration in the
operating results of the debtor; and

o actual or expected changes in the technological, market,
economic or legal environment that have or may have a
significant adverse effect on the debtor’s ability to meet its
obligation to the Group.

Irrespective of the outcome of the above assessment, the Group
presumes that the credit risk on a financial instrument has
increased significantly since initial recognition when contractual
payments are more than 30 days past due, except for the
receivables for which the Group has reasonable and supportable
information to demonstrate that previous non-payments were an
administrative oversight, instead of resulting from financial
difficulty of the borrower, or that there is no correlation between
significant increases in the risk of a default occurring and
financial assets on which payments are more than 30 days past
due.

Notwithstanding the foregoing, the Group assumes that the
credit risk on a financial instrument has not increased
significantly since initial recognition if the financial instrument is
determined to have low credit risk at the reporting date.
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Notes to the Consolidated Financial Statements

e ISR M EE

For the year ended 31 December 2023 EBE-T-_=F+=-A=+—HILFE

SIGNIFICANT ACCOUNTING POLICIES (Continued) 2.

Financial instruments (Continued)

Impairment of financial assets (Continued)

Low credit risk

A financial instrument is determined to have low credit risk if:

(i) it has a low risk of default;

(i)  the borrower has a strong capacity to meet its contractual
cash flow obligations in the near term; and

(i)  adverse changes in economic and business conditions in
the longer term may, but will not necessarily, reduce the
ability of the borrower to fulfil its contractual cash flow
obligations.

Cash and cash equivalent are determined to have low credit risk.

Simplified approach of ECL

For trade receivables without significant financing components,
the Group applies a simplified approach in calculating ECL. The
Group recognises a loss allowance based on lifetime ECL at
each reporting date and has established a provision matrix that
is based on its historical credit loss experience, adjusted for
forward-looking factors specific to the debtors and the economic
environment.

Credit-impaired financial asset

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

(@)  significant financial difficulty of the issuer or the borrower.

(b) abreach of contract, such as a default or past due event.

(c) the lender(s) of the borrower, for economic or contractual
reasons relating to the borrower’s financial difficulty, having
granted to the borrower a concession(s) that the lender(s)
would not otherwise consider.

(d) it is becoming probable that the borrower will enter
bankruptcy or other financial reorganisation.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)

Financial instruments (Continued)

Impairment of financial assets (Continued)

Credit-impaired financial asset (Continued)

(e) the disappearance of an active market for that financial
asset because of financial difficulties.

()  the purchase or origination of a financial asset at a deep
discount that reflects the incurred credit losses.

Write-off

The Group writes off a financial asset when the Group has no
reasonable expectations of recovering the contractual cash
flows on a financial asset in its entirety or a portion thereof. The
Group has a policy of writing off the gross carrying amount
based on historical experience of recoveries of similar assets.
The Group expects no significant recovery from the amount
written off. However, financial assets that are written off could
still be subject to enforcement activities under the Group’s
procedures for recovery of amounts due, taking into account
legal advice if appropriate. Any subsequent recovery is
recognised in profit or loss.

Cash equivalents

For the purpose of the consolidated statement of cash flows,
cash equivalents represent short-term highly liquid investments
which are readily convertible into known amounts of cash and
which are subject to an insignificant risk of changes in value, net
of bank overdrafts, if any.

Inventories

Inventories are stated at the lower of cost and net realisable
value. Cost, which comprises all costs of purchase and, where
applicable, costs of conversion and other costs that have been
incurred in bringing the inventories to their present location and
condition, is calculated using the weighted average cost
method. Net realisable value represents the estimated selling
price in the ordinary course of business less the estimated costs
necessary to make the sale.

When inventories are sold, the carrying amount of those
inventories is recognised as an expense in the period in which
the related revenue is recognised. The amount of any write-
down of inventories to net realisable value and all losses of
inventories are recognised as an expense in the period of the
write-down or loss occurs. The amount of any reversal of any
write-down of inventories is recognised as a reduction in the
amount of inventories recognised as an expense in the period in
which the reversal occurs.
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e ISR M EE

For the year ended 31 December 2023 EBE-T-_=F+=-A=+—HILFE

SIGNIFICANT ACCOUNTING POLICIES (Continued)

Revenue recognition
Revenue from contracts with customers within HKFRS 15

Nature of goods or services
The nature of the goods or services provided by the Group is as
follows:

(@) sales of pharmaceutical products; and

(b) rendering of genetic testing and molecular diagnostic
services.

Identification of performance obligations

At contract inception, the Group assesses the goods or services
promised in a contract with a customer and identifies as a
performance obligation each promise to transfer to the customer
either:

(@) agood or service (or a bundle of goods or services) that is
distinct; or

(b)  a series of distinct goods or services that are substantially
the same and that have the same pattern of transfer to the
customer.

A good or service that is promised to a customer is distinct if
both of the following criteria are met:

(@)  the customer can benefit from the good or service either
on its own or together with other resources that are readily
available to the customer (i.e. the good or service is
capable of being distinct); and

(b)  the Group’s promise to transfer the good or service to the
customer is separately identifiable from other promises in
the contract (i.e. the promise to transfer the good or
service is distinct within the context of the contract).
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SIGNIFICANT ACCOUNTING POLICIES (Continued)

Revenue recognition (Continued)

Revenue from contracts with customers within HKFRS
15 (Continued)

Timing of revenue recognition

Revenue is recognised when (or as) the Group satisfies a
performance obligation by transferring a promised good or
service (i.e. an asset) to a customer. An asset is transferred
when (or as) the customer obtains control of that asset.

The Group transfers control of a good or service over time and,
therefore, satisfies a performance obligation and recognises
revenue over time, if one of the following criteria is met:

(@) the customer simultaneously receives and consumes the
benefits provided by the Group’s performance as the
Group performs;

(o) the Group’s performance creates or enhances an asset (for
example, work in progress) that the customer controls as
the asset is created or enhanced; or

(c) the Group’s performance does not create an asset with an
alternative use to the Group and the Group has an
enforceable right to payment for performance completed
to date.

If a performance obligation is not satisfied over time, the Group
satisfies the performance obligation at a point in time when the
customer obtains control of the promised asset. In determining
when the transfer of control occurs, the Group considers the
concept of control and such indicators as legal title, physical
possession, right to payment, significant risks and rewards of
ownership of the asset, and customer acceptance.

Sales of pharmaceutical products are recognised at a point in
time at which the customer obtains the control of the promised
asset, which generally coincides with the time when the goods
are delivered and title has been passed.

Rendering of genetic testing and molecular diagnostic services
is recognised over time when the services are rendered. A
receivable is recognised by the Group when the services are
rendered to the customers at which the right to consideration
becomes unconditional, as only the passage of time is required
before payment is due.
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For the year ended 31 December 2023 EBE-T-_=F+=-A=+—HILFE

SIGNIFICANT ACCOUNTING POLICIES (Continued)

Revenue recognition (Continued)

Revenue from other sources

Interest income

Interest income from financial assets is recognised using the
effective interest method. For financial assets measured at
amortised cost that are not credit impaired, the effective interest
rate is applied to the gross carrying amount of the assets while it
is applied to the amortised cost (i.e. the gross carrying amount
net of loss allowance) in case of credit-impaired financial assets.

Foreign currency translation

ltems 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 Company’s functional currency is
Renminbi (‘RMB”) and majority of its subsidiaries used RMB as
their functional currency, except for the subsidiaries operated in
Hong Kong and adopted Hong Kong dollars (“HK$”) as their
functional currency. The consolidated financial statements are
presented in RMB.

Foreign currency transactions are translated into the functional
currency using the exchange rates prevailing at the dates of the
transactions. Foreign exchange gains and losses resulting from
the settlement of such transactions and from the translation at
period-end exchange rates of monetary assets and liabilities
denominated in foreign currencies are recognised in profit or
loss.
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2. SIGNIFICANT ACCOUNTING POLICIES (Continued)

Foreign currency translation (Continued)

The results and financial position of all the Group’s entities that
have a functional currency different from the presentation
currency (“foreign operations”) are translated into the
presentation currency as follows:

° Assets and liabilities for each statement of financial
position presented, are translated at the closing rate at the
end of the reporting period.

o Income and expenses for each statement of profit or loss
and other comprehensive income are translated at the
average exchange rates.

° All resulting exchange differences arising from the above
translation and exchange differences arising from a
monetary item that forms part of the Group’s net
investment in a foreign operation are recognised as a
separate component of equity.

o On the disposal of a foreign operation, which includes a
disposal of the Group’s entire interest in a foreign
operation, a disposal involving the loss of control over a
subsidiary that includes a foreign operation, or a partial
disposal of an interest in a joint arrangement or an
associate that includes a foreign operation of which the
retained interest is no longer equity-accounted for, the
cumulative amount of the exchange differences relating to
the foreign operation that is recognised in other
comprehensive income and accumulated in the separate
component of equity is reclassified from equity to profit or
loss when the gain or loss on disposal is recognised.

o On the partial disposal of the Group’s interest in a
subsidiary that includes a foreign operation which does not
result in the Group losing control over the subsidiary, the
proportionate share of the cumulative amount of the
exchange differences recognised in the separate
component of equity is re-attributed to the non-controlling
interests in that foreign operation and are not reclassified
to profit or loss.

o On all other partial disposals, which includes partial
disposal of associates or joint ventures that do not result in
the Group losing significant influence or joint control, the
proportionate share of the cumulative amount of exchange
differences recognised in the separate component of
equity is reclassified to profit or loss.
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For the year ended 31 December 2023 EBE-T-_=F+=-A=+—HILFE

SIGNIFICANT ACCOUNTING POLICIES (Continued)

Impairment of other assets

At the end of each reporting period, the Group reviews internal
and external sources of information to assess whether there is
any indication that its property, plant and equipment, right-of-
use assets, intangible assets and the Company’s investments in
subsidiaries may be impaired or impairment loss previously
recognised no longer exists or may be reduced. If any such
indication exists, the recoverable amount of the asset is
estimated, based on the higher of its fair value less costs of
disposal and value in use. Where it is not possible to estimate
the recoverable amount of an individual asset, the Group
estimates the recoverable amount of the smallest group of
assets that generates cash flows independently (i.e. a cash-
generating unit).

If the recoverable amount of an asset or a cash-generating unit
is estimated to be less than its carrying amount, the carrying
amount of the asset or cash-generating unit is reduced to its
recoverable amount. Impairment losses are recognised as an
expense in profit or loss immediately.

A reversal of impairment losses is limited to the carrying amount
of the asset or cash-generating unit that would have been
determined had no impairment loss been recognised in prior
periods. Reversal of impairment losses is recognised as an
income in profit or loss immediately.

Borrowing costs

Borrowing costs incurred, net of any investment income on the
temporary investment of the specific borrowings, that are directly
attributable to the acquisition, construction or production of
qualifying assets, i.e. assets that necessarily take a substantial
period of time to get ready for their intended use or sale, are
capitalised as part of the cost of those assets. Capitalisation of
such borrowing costs ceases when the assets are substantially
ready for their intended use or sale. All other borrowing costs
are recognised as an expense in the period in which they are
incurred.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)

Provisions

Provisions are recognised when the Group has a present legal
or constructive obligation as a result of past events, when it is
probable that an outflow of resources embodying economic
benefits will be required to settle the obligation, and when a
reliable estimate of the amount of obligation can be made.
Expenditures for which a provision has been recognised are
charged against the related provision in the year in which the
expenditures are incurred. Provisions are reviewed at the end of
each reporting period and adjusted to reflect the current best
estimate. Where the effect of the time value of money is material,
the amount provided is the present value of the expenditures
expected to be required to settle the obligation. Where the
Group expects a provision to be reimbursed, the reimbursement
is recognised as a separate asset but only when the
reimbursement is virtually certain.

Government grants

Government grants are recognised at their fair value where there
is reasonable assurance that the grant will be received and all
attaching conditions will be complied with. When the grant
relates to an expense item, it is recognised as income over the
years necessary to match the grant on a systematic basis to the
costs that it is intended to compensate. Where the grant relates
to an asset, the fair value is credited to a deferred income
account/recognised as a deduction from the carrying amount of
the relevant asset and is released to profit or loss over the
expected useful life of the relevant asset by equal annual
instalments.

Leases

The Group assesses whether a contract is, or contains, a lease
at inception of the contract. A contract is, or contains, a lease if
the contract conveys the right to control the use of an identified
asset for a period of time in exchange for consideration.
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For the year ended 31 December 2023 EBE-T-_=F+=-A=+—HILFE

SIGNIFICANT ACCOUNTING POLICIES (Continued)

Leases (Continued)

As lessee

The Group applies the recognition exemption to short-term
leases and low-value asset leases. Lease payments associated
with these leases are recognised as an expense on a straight-
line basis over the lease term.

The Group accounts for each lease component within a lease
contract as a lease separately. The Group allocates the
consideration in the contract to each lease component on the
basis of the relative stand-alone price of the lease component.

Amounts payable by the Group that do not give rise to a
separate component are considered to be part of the total
consideration that is allocated to the separately identified
components of the contract.

The Group recognises a right-of-use asset and a lease liability at
the commencement date of the lease.

The right-of-use asset is initially measured at cost, which
comprises:

(@ the amount of the initial measurement of the lease liability;

(b) any lease payments made at or before the commencement
date, less any lease incentives received;

(c) any initial direct costs incurred by the Group; and

(d) an estimate of costs to be incurred by the Group in
dismantling and removing the underlying asset, restoring
the site on which it is located or restoring the underlying
asset to the condition required by the terms and conditions
of the lease, unless those costs are incurred to produce
inventories.
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2. SIGNIFICANT ACCOUNTING POLICIES (Continued)

Leases (Continued)

As lessee (Continued)

Subsequently, the right-of-use asset is measured at cost less
any accumulated depreciation and any accumulated impairment
losses and adjusted for any remeasurement of the lease liability.
Depreciation is provided on a straight-line basis over the shorter
of the lease term and the estimated useful lives of the right-of-
use asset (unless the lease transfers ownership of the underlying
asset to the Group by the end of the lease term or if the cost of
the right-of-use asset reflects that the Group will exercise a
purchase option — in which case depreciation is provided over
the estimated useful life of the underlying asset) at the annual
rate as follows:

Land use rights 2% to 10%
Leased properties 20% to 50%

The lease liability is initially measured at the present value of the
lease payments that are not paid at the commencement date of
the contract.

The lease payments included in the measurement of the lease
liability comprise the following payments for the right to use the
underlying asset during the lease term that are not paid at the
commencement date:

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

(b)  variable lease payments that depend on an index or a rate;

(c) amounts expected to be payable under residual value
guarantees;

(d) exercise price of a purchase option if the Group is

reasonably certain to exercise that option; and

(e) payments of penalties for terminating the lease, if the lease
term reflects the Group exercising an option to terminate
the lease.
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Notes to the Consolidated Financial Statements
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For the year ended 31 December 2023 EBE-T-_=F+=-A=+—HILFE

SIGNIFICANT ACCOUNTING POLICIES (Continued)

Leases (Continued)

As lessee (Continued)

The lease payments are discounted using the interest rate
implicit in the lease, or where it is not readily determinable, the
incremental borrowing rate of the lessee.

Subsequently, the lease liability is measured by increasing the
carrying amount to reflect interest on the lease liability and by
reducing the carrying amount to reflect the lease payments
made.

The lease liability is remeasured using a revised discount rate
when there are changes to the lease payments arising from a
change in the lease term or the reassessment of whether the
Group will be reasonably certain to exercise a purchase option.

The lease liability is remeasured by using the original discount
rate when there is a change in the residual value guarantee, the
in-substance fixed lease payments or the future lease payments
resulting from a change in an index or a rate (other than floating
interest rate). In case of a change in future lease payments
resulting from a change in floating interest rates, the Group
remeasures the lease liability using a revised discount rate.

The Group recognises the amount of the remeasurement of the
lease liability as an adjustment to the right-of-use asset. If the
carrying amount of the right-of-use asset is reduced to zero and
there is a further reduction in the measurement of the lease
liability, the Group recognises any remaining amount of the
remeasurement in profit or loss.

A lease modification is accounted for as a separate lease if:

(@) the modification increases the scope of the lease by
adding the right to use one or more underlying assets; and

(b) the consideration for the lease increases by an amount
commensurate with the stand-alone price for the increase
in scope and any appropriate adjustments to that stand-
alone price to reflect the circumstances of the particular
contract.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)

Leases (Continued)

As lessee (Continued)

When a lease modification is not accounted for as a separate
lease, at the effective date of the lease modification,

(@) the Group allocates the consideration in the modified
contract on the basis of relative stand-alone price as
described above;

(o) the Group determines the lease term of the modified
contract;

(c) the Group remeasures the lease liability by discounting the
revised lease payments using a revised discount rate over
the revised lease term;

(d) for lease modifications that decrease the scope of the
lease, the Group accounts for the remeasurement of the
lease liability by decreasing the carrying amount of the
right-of-use asset to reflect the partial or full termination of
the lease and recognising any gain or loss relating to the
partial or full termination of the lease in profit or loss; and

(e) for all other lease modifications, the Group accounts for
the remeasurement of the lease liability by making a
corresponding adjustment to the right-of-use asset.

As lessor

The Group classifies each of its leases as either a finance lease
or an operating lease at the inception date of the lease. A lease
is classified as a finance lease if it transfers substantially all the
risks and rewards incidental to ownership of the underlying
asset. All other leases are classified as operating leases.

When the Group is an intermediate lessor, it accounts for the
head lease and sublease as two separate contracts. The
sublease is classified as an operating lease if the head lease is a
short-term lease to which the Group has applied the recognition
exemption. Otherwise, the sublease is classified as a finance or
operating lease by reference to the right-of-use asset arising
from the head lease.

The Group accounts for each lease component within a lease
contract as a lease separately from non-lease components of
the contract. The Group allocates the consideration in the
contract to each lease component on a relative stand-alone
price basis.
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For the year ended 31 December 2023 EBE-T-_=F+=-A=+—HILFE

SIGNIFICANT ACCOUNTING POLICIES (Continued)

Leases (Continued)

As lessor — finance lease

Amounts due from lessees under finance leases are recorded as
receivables at the amount of the Group’s net investment in the
leases. Finance lease income is allocated to accounting periods
so as to reflect a constant periodic rate of return on the Group’s
net investment outstanding in respect of the leases. The Group
applies the derecognition and impairment requirements in
HKFRS 9 to the net investment in the finance lease.

The Group accounts for a modification to a finance lease as a
separate lease if both:

(@) the modification increases the scope of the lease by
adding the right to use one or more underlying assets; and

(b) the consideration for the lease increases by an amount
commensurate with the stand-alone price for the increase
in scope and any appropriate adjustments to that stand-
alone price to reflect the circumstances of the particular
contract.

For a modification to a finance lease that is not accounted for as
a separate lease, the Group accounts for the modification as
follows:

(@) if the lease would have been classified as an operating
lease had the maodification been in effect at the inception
date, the Group:

(i) accounts for the lease modification as a new lease

from the effective date of the modification; and

(i)  measures the carrying amount of the underlying
asset as the net investment in the lease immediately
before the effective date of the lease modification.

(o)  otherwise, the Group applies the requirements of HKFRS 9.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)

Employee benefits

Short term employee benefits

Salaries, annual bonuses, paid annual leave and the cost of non-
monetary benefits are accrued in the period in which the
associated services are rendered by employees.

Employee leave entitlements

Employee entitlements to annual leave and long service leave
are recognised when they accrue to employees. A provision is
made for the estimated liability for annual leave and long service
leave as a result of services rendered by employees up to the
end of the reporting period.

Employee entitlements to sick leave and maternity leave are not
recognised until the time of leave.

Termination benefits

Termination benefits are recognised at the earlier of the dates
when the Group can no longer withdraw the offer of those
benefits and when the Group recognises restructuring costs and
involves the payment of termination benefits.

Defined contribution plans

The obligations for contributions to defined contribution
retirement scheme are recognised as expenses in profit or loss
as incurred and are reduced by contributions forfeited by those
employees who leave the scheme prior the contributions are
vested fully in those employees. The assets of the scheme are
held separately from those of the Group in an independently
administered fund.

Share-based payment transactions

Equity-settled transactions

The Group’s employees, including the directors, receive
remuneration in the form of share-based payment transactions,
whereby the employees rendered services in exchange for
shares or rights over shares. The cost of such transactions with
employees is measured by reference to the fair value of the
equity instruments at the grant date. The fair value of share
options granted to employees is recognised as an employee
cost with a corresponding increase in a reserve within equity.
The fair value is determined using the binomial model, taking into
account any market conditions and non-vesting conditions.
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For the year ended 31 December 2023 #HZEZE-—Z—_=F+-_A=+—HILFE

SIGNIFICANT ACCOUNTING POLICIES (Continued)

Share-based payment transactions (Continued)
Equity-settled transactions (Continued)

The cost of equity-settled transactions is recognised, together
with a corresponding increase in equity, over the period in which
the vesting conditions are to be fulfilled, ending on the date on
which the entitlement of relevant employees to the award is no
longer conditional on the satisfaction of any non-market vesting
conditions (“vesting date”). During the vesting period, the
number of share options that is expected to vest ultimately is
reviewed. Any adjustment to the cumulative fair value recognised
in prior periods is charged/credited to profit or loss for the year
of review, with a corresponding adjustment to the reserve within
equity.

When the share options are forfeited after the vesting date or are
still not exercised at the expiry date, the amount previously
recognised in share options reserve will be transferred to
accumulated profits/losses.

Taxation

The charge for current income tax is based on the results for the
period as adjusted for items that are non-assessable or
disallowed. It is calculated using tax rates that have been
enacted or substantively enacted by the end of the reporting
period.

Deferred tax is provided, using the liability method, on all
temporary differences at the end of the reporting period between
the tax bases of assets and liabilities and their carrying amounts
in the consolidated financial statements. However, any deferred
tax arises from initial recognition of goodwill; or other asset or
liability in a transaction other than a business combination that at
the time of the transaction affects neither the accounting profit
nor taxable profit or loss is not recognised.

The deferred tax liabilities and assets are measured at the tax
rates that are expected to apply to the period when the asset is
recovered or the liability is settled, based on tax rates and tax
laws that have been enacted or substantively enacted at the end
of the reporting period.

Deferred tax assets are recognised to the extent that it is
probable that future taxable profit will be available against which
the deductible temporary differences, tax losses and credits can
be utilised.

Deferred tax is provided on temporary differences arising on
interest in subsidiaries, associates and joint ventures, except
where the timing of the reversal of the temporary differences is
controlled by the Group and it is probable that the temporary
difference will not reverse in the foreseeable future.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)

Segment reporting

Operating segments and the amounts of each segment item
reported in the financial statements are identified from the
consolidated financial information provided regularly to the
Group’s most senior executive management for the purpose of
allocating resources and assessing the performance of the
Group’s various lines of business.

Individually material operating segments are not aggregated for
financial reporting purposes unless the segments have similar
economic characteristics and are similar in respect of the nature
of products and services, the nature of productions processes,
the type or class of customers, the methods used to distribute
the products or provide the services, and the nature of the
regulatory environment. Operating segments which are not
individually material may be aggregated if they share a majority
of these criteria.

Related parties
A related party is a person or entity that is related to the Group:

(@) A person or a close member of that person’s family is
related to the Group if that person:

(i) has control or joint control over the Group;

(i) has significant influence over the Group; or

(i) is a member of the key management personnel of
the Group or of the holding company of the Group.

(b)  An entity is related to the Group if any of the following
conditions applies:

(i) the entity and the Group are members of the same
group (which means that each holding company,
subsidiary and fellow subsidiary is related to the
others).

(i)  one entity is an associate or joint venture of the other
entity (or an associate or joint venture of a member
of a group of which the other entity is a member).
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Notes to the Consolidated Financial Statements
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2. SIGNIFICANT ACCOUNTING POLICIES (Continued)

Related parties (Continued)
(b)  An entity is related to the Group if any of the following
conditions applies: (Continued)

@iy  both entities are joint ventures of the same third
party.

(iv)  one entity is a joint venture of a third entity and the
other entity is an associate of the third entity.

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

(vi)  the entity is controlled or jointly controlled by a
person identified in (a).

(vi) a person identified in (a)()) has significant influence
over the entity or is a member of the key
management personnel of the entity (or of a holding
company of the entity).

(viii)  the entity, or any member of a group of which it is a
part, provides key management personnel services
to the Group or to the holding company of the
Group.

Close members of the family of a person are those family
members who may be expected to influence, or be influenced
by, that person in their dealings with the Group and include:

(@) that person’s children and spouse or domestic partner;

(o)  children of that person’s spouse or domestic partner; and

(c) dependants of that person or that person’s spouse or
domestic partner.

In the definition of a related party, an associate includes
subsidiaries of the associate and a joint venture includes
subsidiaries of the joint venture.
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FUTURE CHANGES IN HKFRSs

At the date of authorisation of the consolidated financial
statements, the HKICPA has issued the following new/revised
HKFRSs that are not yet effective for the current year, which the
Group has not early adopted.

Amendments to HKAS 1 Classification of Liabilities as
Current or Non-current
Amendments to HKAS 1 Non-current Liabilities with Covenants
Amendments to HKAS 7 Supplier Finance Arrangements !
and HKFRS 7

Amendments to HKFRS 16 Lease Liability in a Sale and Leaseback '
Amendments to HKAS 21 Lack of Exchangeability ?

Amendments to HKFRS 10 Sale or Contribution of Assets between
and HKAS 28 an Investor and its Associate or
Joint Venture °

! Effective for annual periods beginning on or after 1 January 2024
2 Effective for annual periods beginning on or after 1 January 2025

3 The effective date to be determined

The directors of the Company do not anticipate that the
adoption of the new/revised HKFRSs in future periods will have
any material impact on the consolidated financial statements of
the Group.
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CRITICAL ACCOUNTING ESTIMATES AND
JUDGEMENTS

Estimates and assumptions concerning the future and
judgements are made by the Group’s management in the
preparation of the consolidated financial statements. They affect
the application of the Group’s accounting policies, reported
amounts of assets, liabilities, income and expenses, and
disclosures made. They are assessed on an on-going basis and
are based on experience and relevant factors, including
expectations of future events that are believed to be reasonable
under the circumstances. Where appropriate, revisions to
accounting estimates are recognised in the period of revision
and future periods, in case the revision also affects future
periods.

Key sources of estimation uncertainty

Useful lives of property, plant and equipment, right-of-
use assets and intangible assets

The Group’s management determines the estimated useful lives
of its property, plant and equipment, right-of-use assets and
intangible assets. The estimates are based on the historical
experience of the actual useful lives of property, plant and
equipment, right-of-use assets and intangible assets of similar
nature and functions. The Group’s management will increase the
depreciation and/or amortisation charges where useful lives are
less than previously estimated lives. It will write off or write down
technically obsolete or non-strategic assets that have been
abandoned or sold. Actual economic lives may differ from
estimated useful lives. Periodic review could result in a change in
useful lives and therefore affect the related depreciation and/or
amortisation charges in future periods.

Impairment of non-financial assets

The Group assesses whether there are any indicators of
impairment for all non-financial assets, including property, plant
and equipment, right-of-use assets and intangible assets, at the
end of each reporting period in accordance with the accounting
policies as disclosed in Note 2 to the consolidated financial
statements. In determining whether an asset is impaired or the
event previously causing the impairment no longer exists, the
management has to assess whether an event has occurred that
may affect the asset value or such event affecting the asset
value has not been in existence. If any such indication exists, the
recoverable amounts of the asset would be determined as the
greater of the fair value less costs of disposal and value in use,
the calculations of which involve the use of estimates. Owing to
inherent risk associated with estimations in the timing and
amounts of the future cash flows and fair value less costs of
disposal, the estimated recoverable amount of the asset may be
different from the amount actually received and profit or loss
could be affected by accuracy of the estimations.
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CRITICAL ACCOUNTING ESTIMATES AND
JUDGEMENTS (Continued)

Key sources of estimation uncertainty (Continued)
Allowance for impairment loss

The Group’s management estimates the loss allowance for
financial assets at amortised costs including, trade and other
receivables and finance lease receivables, by using various
inputs and assumptions including risk of a default and expected
loss rate. The estimation involves high degree of uncertainty
which is based on the Group’s historical information, existing
market conditions as well as forward-looking estimates at the
end of each reporting period. Where the expectation is different
from the original estimate, such difference will impact the
carrying amount of trade and other receivables and finance lease
receivables.

Income taxes

The Group is mainly subject to income taxes in Hong Kong and
the PRC. Significant judgment is required in determining the
provision for income taxes. There are many transactions and
calculations for which the ultimate tax determination is uncertain
during the ordinary course of business. 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 income
tax and deferred income tax provisions in the period in which
such determination is made.

Fair value measurement of convertible notes

The Group’s convertible notes are measured at fair value for
financial reporting purposes. The management of the Group
determine the appropriate valuation techniques and inputs for
fair value measurement.

In estimating the fair value of liabilities, the Group uses market
observable data to the extent it is available. Where Level 1 inputs
are not available, the Group engages independent professional
valuer to perform the valuation. The management of the Group
work closely with the independent professional valuer to
establish the appropriate valuation techniques and inputs to the
model.

The Group uses valuation techniques that include inputs that are
not based on observable market data to estimate the fair value
of certain types of financial instruments. Changes in subjective
input assumptions can materially affect the fair value estimate.
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FINANCIAL RISK MANAGEMENT

The Group’s principal financial instruments comprise of financial
assets at FVPL, cash and cash equivalents, interest-bearing
borrowings, convertible notes designated as financial liabilities at
FVPL and lease liabilities. The main purpose of these financial
instruments is to raise and maintain finance for the Group’s
operations. The Group has various other financial instruments
such as trade and other receivables, finance lease receivables,
and trade and other payables, which arise directly from its

business activities.

The accounting policies for financial instruments have been

applied to the line items below:

Assets
Financial assets at FVPL

Listed equity securities in Hong Kong

Financial assets at amortised cost

Finance lease receivables
Trade and other receivables

Cash and cash equivalents

Liabilities
Financial liabilities at FVPL

Convertible notes designated as
financial liabilities at FVPL
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Financial liabilities at amortised costiz # s A2 LREE

Trade and other payables

Interest-bearing borrowings
Lease liabilities

BN KA EM
FE 5 3038
FHEEE
HEARE

—EREEXEEARAT .

B 75 R By B B

AEENTESRTABRER
FEFABRZZEREE Re
EReEEY FEEE -BE
RBAFEAABRZEREE
WA RERENEERE - LF
ETRTAIZARA/AEENE
EEENERES AKENSE
BHEMESERT A (NE 5 REIFIA

REMBEKKE BEHEREK
RE EHREMNFREREMEN

FEHEEHEEHERESL

TRMTANSFTBRRCERARIA

THIE
2023 2022
—E2-= —E- %
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9,689 332,045
24,865 12,129
332,474 21,839
367,028 366,013
53,214 65,089
42,016 42,150
7,697 4,653
1,567 1,325
51,280 48,128
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5. FINANCIAL RISK MANAGEMENT (Continued)

The main risks arising from the Group’s financial instruments are
foreign currency risk, credit risk, liquidity risk, interest rate risk
and price risk. The Group generally adopts conservative
strategies on the Group’s risk management and limits the
Group’s exposure to these risks to a minimum. The
management of the Group reviews and agrees policies for
managing each of these risks and they are summarised below.
The Group also monitors the market price risk arising from all

financial instruments.

Interest rate risk

Except for the convertible notes designated as financial liabilities
at FVPL of which the relevant interest rate risk exposure had
been included in the price risk analysis below, the Group is
exposed to cash flow interest rate risk in relation to bank
balances carried at prevailing market rate. The Group has not
used any derivative contracts to hedge its exposure to interest
rate risk. The Group has not formulated a policy to manage the
interest rate risk as the management do not expect the interest
rate for bank deposits would be significantly changed in the next

12 months from 31 December 2023.

Foreign currency risk

Except for the convertible notes designated as financial liabilities
at FVPL which are denominated in HK$ of which the relevant
foreign currency risk exposure had been included in the price
risk analysis below, the Group has minimal exposure to foreign
currency risk as most of its business transactions, assets and
liabilities are principally denominated in the functional currencies
of the Group entities. The Group currently does not have a
foreign currency hedging policy in respect of foreign currency
transactions, assets and liabilities. The Group will monitor its
foreign currency exposure closely and will consider hedging

significant foreign currency exposure should the need arise.
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For the year ended 31 December 2023 EBE-T-_=F+=-A=+—HILFE

FINANCIAL RISK MANAGEMENT (Continued)

Credit risk

The carrying amount of the cash and cash equivalents, trade
and other receivables and finance lease receivables included in
the consolidated statement of financial position represents the
Group’s maximum exposure to credit risk in relation to the
Group’s financial assets at amortised cost.

The credit risks on bank balances are limited because the
counterparties are banks with high credit ratings assigned by
credit-rating agencies.

At 31 December 2023, the Group had a concentration of credit
risk as approximately 36% (2022: 60%) of the total trade
receivables was due from the Group’s largest trade debtor and
approximately 77% (2022: 86%) of the total trade receivables
was due from the Group’s five largest trade debtors.

At 31 December 2023, the Group had a concentration of credit
risk as approximately 50% (2022: 14%) of the total finance lease
receivables was due from the Group’s largest finance lease
debtor and approximately 100% (2022: 54 %) of the total finance
lease receivables was due from the Group’s five largest finance
lease debtors.

In order to minimise credit risk, the Group has delegated its
finance team to develop and maintain the Group’s credit risk
grading to categorise exposures according to their degree of
risk of default. The finance team uses publicly available financial
information and the Group’s own historical repayment records
to rate its major customers and debtors. The Group’s exposure
and the credit ratings of its counterparties are continuously
monitored and the aggregate value of transactions concluded is
spread amongst approved counterparties.
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5.  FINANCIAL RISK MANAGEMENT (Continued)
Credit risk (Continued)

The Group’s current credit risk grading framework comprises

the following categories:

B35 b ()

EERE (&)
AEERTEERRFITERE
AT &8

Basis for recognising
expected credit loss

Category Description (“ECL")
BRAMEEBE
(A EEREED

=l it ME%E

Performing The counterparty has a low risk of default and does not have any 12 months ECL
past-due amounts for other receivables and finance lease
receivables

Rt HREMEYFRIEARREMSREFIAM S - HFTELN 12@ARBEEER
[ B {f 1EK R I 48 4 ] 280 BA R IR

Doubtful There has been a significant increase in credit risk since initial Lifetime ECL — not
recognition for trade and other receivables and finance lease credit-impaired
receivables

A] k¢ HRESREMERFIBBALRBEBERYERNS - 89X 2HBEHEEER
HERUAZRAZ B R g 8 2 45 0 — EBEERE

In default There is evidence indicating the asset is credit impaired for trade  Lifetime ECL — credit
and other receivables and finance lease receivables impaired

EH HRESREMEBRFIBEBUALRREBERYIENS F §8F8 2HBEHAEEER
RPEECSHREERME — EHREERIE

Write-off There is evidence indicating that the debtor is in severe financial ~ Amount is written off
difficulty and the Group has no realistic prospect of recovery for
trade and other receivables and finance lease receivables

3 HRESREMERKIBBARBEBERYGIENS - A8F MEE@ENIE

RABBABAREYEEE - A ARNEEWEFKIENARBE

For trade receivables, the Group has applied the simplified
approach in HKFRS 9 to measure the loss allowance at lifetime
ECL. For finance lease receivables, the Group has applied the
general approach in HKFRS 9 to measure ECL. The Group
determines the ECL on these items by using a provision matrix,
estimated based on historical credit loss experience based on
the past default experience of the debtors, general economic
conditions of the industry in which the debtors operate and an
assessment of both the current as well as the forecast direction
of conditions at the reporting date. To measure the expected
credit losses, trade receivables and finance lease receivables
have been grouped based on shared credit risk characteristics.
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Notes to the Consolidated Financial Statements
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For the year ended 31 December 2023 EBE-T-_=F+=-A=+—HILFE

FINANCIAL RISK MANAGEMENT (Continued) 5. MBEEREE(E)
Credit risk (Continued) EERE (,%E)
Other receivables HEt W% E
The Group considers that the other receivables have low credit K SERRBHEMERFENEER
risk based on the borrowers’ strong capacity to meet its % B I BERABEIR
contractual cash flow obligations in the near term and low risk of h Hﬂ ANBTHENBREESRESR fﬁz
default. No impairment on the other receivables is recognised HE DR RS - Kb fE W kI8
based on the measurement on 12-month ECL. Z12BABHEEBETE 7T
HRRIE -
Liquidity risk REBESRR
The Group’s policy is to regularly monitor current and expected REBREE BT HENE /TR
liquidity requirements to ensure that it maintains sufficient FEHABESH K BERERFRT
reserves of cash to meet its liquidity requirements in the short TR eRERENENRBARRR
and longer term. The Group finances its working capital MnREBEEHFRK REBEZ
requirements mainly by the funds generated from operations EBEEITELERINTRE TS
and external financing. BEeBNEEEEST R -
The Group’s financial liabilities at the end of the reporting period RmEHRAEEEEE L RE
based on contractual undiscounted payments are summarised BEYFMema@finT -
below:
Total
Total  contractual ~ Less than1
carrying  undiscounted year or on
amount cash flow demand 1-2 years 2-5 years
RENAHRE  IR-FF
RELE BeRELE REX -2ZF ZERE
RMB'000 RMB’000 RMB’000 RMB'000 RMB'000
AREFT  ARETT ARETR ARETR ARBTR
At 31 December 2023 RZZBZzZf
t-A=+-H
Trade and other payables EHER ?AIE&
AR 42,016 42,016 42,016 - -
Interest-bearing borrowings STEfEE 7,697 8,082 8,082 = =
Lease liabilties HEQR 1,567 1,668 849 328 491
Convertible notes designated as 18 ARATEH ABR
financial liabilties at FVPL ZERABNTHRER 53,214 57,763 1,630 1,630 54,503
104,494 109,529 52,577 1,958 54,994
At 31 December 2022 R-Z-=f
T-ZA=1-H
Trade and other payables BHENTER
EMERE 42,150 42,150 42,150 - -
Interest-bearing borrowings SEEE 4,653 4778 4778 - -
Lease liabilties HEak 1325 1475 328 328 819
Convertiole notes designatedas & & AR A TE AER
financial iabiliies at FVPL L ERABNTHRER 65,089 63,881 63,881 - -
113,217 112,284 111,137 328 819
CEREEEEEERAT e _ T =FFERSE
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FINANCIAL RISK MANAGEMENT (Continued)

Price risk

The Group was required to estimate the fair value of the
convertible notes issued by the Company (Note 25) at the end of
the reporting period with changes in fair value to be recognised
in the profit or loss. The fair value adjustment of the convertible
notes as measured in RMB would be affected either positively or
negatively, amongst others, by the changes in the Company’s
share market price, the exchange rate between HK$ and RMB
and market interest rate.

Sensitivity analysis

The sensitivity analysis below has been determined based on
the exposure to the price risk of convertible notes at the
reporting date only. The stated changes represented the
management’s assessment of reasonable possible changes in
fair value of the convertible notes in the next 12 months from 31
December 2023.

At 31 December 2023, if the fair value of the convertible notes
has been 10% (2022: 10%) higher/lower due to the change in
the Company’s share price, the exchange rate between HK$
and RMB and/or market interest rate, the Group’s pre-tax
results would decrease/increase by approximately
RMB5,321,000 (2022: RMB6,509,000).

FAIR VALUE MEASUREMENTS

Fair value is the price that would be received to sell an asset or
paid to transfer a liability in an orderly transaction between
market participants at the measurement date. The following
presents the assets and liabilities measured at fair value or
required to disclose their fair value in these financial statements
on a recurring basis across the three levels of the fair value
hierarchy defined in HKFRS 13, Fair Value Measurement, with
the fair value measurement catergorised in its entirety based on
the lowest level input that is significant to the entire
measurement. The levels of inputs are defined as follows:

° Level 1 (highest level): quoted prices (unadjusted) in active
markets for identical assets or liabilities that the Group can
access at the measurement date.

o Level 2: inputs other than quoted prices included within
Level 1 that are observable for the asset or liability, either
directly or indirectly.

o Level 3 (lowest level): unobservable inputs for the asset or
liability.
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6.

FAIR VALUE MEASUREMENTS (Continued)
Financial assets and liabilities measured at fair value

Recurring fair value measurement
Assets
Listed equity securities in Hong Kong

Liabilities
Convertible notes designated as
financial liabilities at FVPL

Recurring fair value measurement
Assets
Listed equity securities in Hong Kong

Liabilities
Convertible notes designated as
financial liabilities at FVPL

BENLNTEGE
&E
R LDRAES

af
BERRAVEFAREZ
ERABNIARRE

BERLYEE
&E
BB LMRAES
af

BERRATESABREZ
ERARNIARRER

6. ADF{EFE(E)

BAVEFENEREERERE

Fair value measurements
At 31 December 2023 using
RZEZ=%+-A=t-H
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FrRATEER
Quoted prices Significant
Fair value at  in active market other Significant
31 December for identified observable  unobservable
2023 underlying items inputs inputs
(Level 1) (Level 2) (Level 3)
RZBZ=% ERAAEER EXEAM BX
t=ZA=+-H RERTS If -1 FAHR
ZAYE HHE BAHE BWAYE
(£-8&) (E=R) (B=8)
RMB’000 RMB’000 RMB’000 RMB’000
ARBTR ARETR ARETR ARBTR
176 176 - -
53,214 - - 53,214
Fair value measurements
At 31 December 2022 using
RZZZ_F+_A=1-H
FRATEER:
Quoted prices Significant

Fairvalueat i active market other Significant
31 December for identified observable unobservable
2022 underlying items inputs inputs
(Level 1) (Level 2) (Level 3)
WZZZZ% B#AERER BRAM X
+-A=1+-H REETS Eg TAEE
ZATE B BARE HARIE
(F—&) (B=#) (B=f)
RMB'000 RMB'000 RMB'000 RMB'000
AEBTT AEBTR ARBTR AEBTR
195 195 - -
65,089 - - 65,089

CEREEXEBERAT s 2= FERS
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FAIR VALUE MEASUREMENTS (Continued)

Financial assets and liabilities measured at fair value
(Continued)

Details of valuation techniques and inputs used in fair value
measurements of convertible notes designated as financial
liabilities at FVPL are set out in Note 25 to the consolidated
financial statements.

Reconciliation of Level 3 fair value measurements:

At beginning of the reporting period R 45 B3 %))

Issue of convertible notes BT MREE
Redeemed during the year REANEE
Changes in fair value NEBEEDY
Exchange difference PE 3 = &

At end of the reporting period R E EIR

During the years ended 31 December 2023 and 2022, there
were no transfers between Level 1 and Level 2, or transfers into
or out of Level 3. The Group’s policy is to recognise transfers
between levels of fair value hierarchy as at the end of the
reporting period in which they occur.

Assets and liabilities with fair value disclosure, but not
measured at fair value

All other financial assets and financial liabilities are carried at
amounts not materially different from their fair values at 31
December 2023 and 2022.
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For the year ended 31 December 2023 EBE-T-_=F+=-A=+—HILFE

SEGMENT INFORMATION

The Group manages its businesses by divisions, which are
organised by business lines. In a manner consistent with the
way in which information is reported internally to the executive
directors of the Company, being identified as the chief operating
decision maker (the “CODM?”), for the purposes of resources
allocation and performance assessment, the Group has
presented the following three reportable segments. No operating
segments have been aggregated to form the following reportable
segments.

(i) Pharmaceutical products segment: development,
manufacturing, marketing and sales of pharmaceutical
products, sales of pharmaceutical related software and
provision of consultancy services;

(i)  Finance leasing segment: provision of finance leasing
services; and

(i)  Genetic testing and molecular diagnostic services
segment: provision of genetic testing and molecular
diagnostic services.

Segment results, assets and liabilities

For the purposes of assessing segment performance and
allocating resources between segments, the CODM monitors
the results, assets and liabilities attributable to each reportable
segment on the following bases:

Segment assets include all tangible, intangible assets and
current assets with the exception of financial assets at FVPL and
other corporate assets. Segment liabilities include trade and
certain other payables attributable to the activities of the
individual segments. Convertible notes designated as financial
liabilities at FVPL and other liabilities are not allocated to
operating segments as these liabilities are managed on a
corporate basis.
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SEGMENT INFORMATION (Continued)

Segment results, assets and liabilities (Continued)
Revenue and expenses are allocated to the reportable segments
with reference to sales generated by those segments and the
expenses incurred by those segments or which otherwise arise
from the depreciation or amortisation of assets attributable to
those segments.

The measure used for reporting segment results is adjusted
earnings before interest, income tax, depreciation and
amoritisation (“Adjusted EBITDA”), where “interest” includes
interest income from bank and finance costs and “depreciation
and amortisation” includes depreciation/amortisation of property,
plant and equipment, right-of-use assets and intangible assets.
To arrive at adjusted earnings, the Group’s earnings are further
adjusted for items not specifically attributed to individual
segments, such as remuneration of the Company’s directors
and auditor and other head office or corporate administration
costs.

In addition to receiving segment information concerning adjusted
profit or loss, the CODM is provided with segment information
concerning revenue, interest income, depreciation, amortisation,
write-off of inventories, impairment losses, finance costs and
additions to non-current segment assets used by segments in
their operations.

The accounting policies of the reportable segments are the
same as the Group’s accounting policies described in Note 2 to
the consolidated financial statements.
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SEGMENT INFORMATION (Continued)

Segment results, assets and liabilities (Continued)

Information regarding the Group’s reportable segments as
provided to the CODM for the purposes of resource allocation
and assessment of segment performance for the years ended
31 December 2023 and 2022 is set out below.

2023

Reportable segment revenue
from external customers

Reportable segment profit
(Adjusted EBITDA)

Reportable segment assets

Reportable segment liabilities

Other segment information (Note):

Bank interest income

Finance costs

Depreciation and amortisation

Write-off of inventories

Reversal of impairment loss on
finance lease receivables, net

Provision for impairment loss on
trade receivables, net

Provision for impairment loss on
other receivables

Addition to non-current assets

RENBEFZAZH
2 BKE

WERABHEA
(& HZEBITDA)

2RI HEE

2RI BEE

Rftn BER () -

FATMEBA

FIRA

FELEH

FEHH

BEHEERITRRE
BERDFE

EHRBGUERERR
B8

At RNTERERR
B8

REFRPEE

w+ 8
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=
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BES (8

=]
EES .

EEREE(E)

—=FRZZE=ZZ
+—HIFE  BEAXR

AE2BDEHZEHMFIIMT

ZEFEEMDREHRTEBRLERRK
EUANREREFEDBREA -

—E==
Genetic
testing and
molecular
Pharmaceutical Finance diagnostic
products leasing services Total
ERmA
N RATEN :
BEER RMERE D E R )
RMB’000 RMB’000 RMB’000 RMB’000
ARBTR ARBTR ARBTR ARET
100,517 7,248 14,333 122,098
19,818 10,355 3,665 33,838
33,937 337,414 9,206 380,557
16,492 1,919 7,126 25,537
81 356 2 439
(57) - (24) (81)
(3,143) 3 (661) (3,807)
(52) - - (52)
- 3914 - 3,914
(478) - (1,036) (1,514)
(37) - - 37)
- - 1,091 1,091
CEREEXEBBRAR e —E_=FFERST
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For the year ended 31 December 2023 #HZE-—ZT-=F+_-_A=+—HILFE

7. SEGMENT INFORMATION (Continued) 7. oEEHR (&)
Segment results, assets and liabilities (Continued) Wi %& EERAE (A
2022 g
Genetic
testing and
molecular
Pharmaceutical Finance diagnostic
products leasing services Total
HER#BA
N RAFEN
REEQD BERE DB RS @5
RMB’OOO RMB’000 RMB’OOO RMB'OOO
ARBTT ARBTT ARETT AREFT
Reportable segment revenue KENFEE A 2]
from external customers B 152,654 14,819 8,450 175923
Reportable segment profit BEE SR
(Adjusted EBITDA) (i HZEBITDA) 70,896 9,631 3,191 83,718
Reportable segment assets NERNHEE 39,454 336,855 5,616 381,925
Reportable segment liabilities IERNHEE 19,269 11,199 4,678 35,146
Other segment information (Notg): HibnHER (Hiit)
Bank interest income ﬁE EIRON 52 13 - 65
Finance costs B A (28) - - (28)
Depreciation and amortisation WEREHE (3,249) 9 (249) (3,501)
Write-off of inventories HFEHH (164) - - (164)
Provision for impairment loss on finance & & &1k 78 &
lease receivables BiELE - (4,135) - (4,135)
Reversal of (Provision for) impairment & 5 E W B RIER 8
loss on trade receivables, net BE(BE) T8 858 - (51) 807
Reversal of impairment loss on HiEWFERERSE
other receivables @ 1,753 - - 1,753
Addition to non-current assets REFNBEE - - 27 27

Segment revenue reported above represents revenue generated
from external customers. There were no significant inter-
segment sales during the years ended 31 December 2023 and
2022.

Note:
Any difference between the total amounts set out in the above segment

information and the amounts reported elsewhere in the consolidated financial
statements represented the unallocated portion for the corporate office.
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SEGMENT INFORMATION (Continued) 7. DEER (E)
Reconciliation of reportable segment revenue, result, MERSsHWE - ¥£8 BER
assets and liabilities BEZHER
2023 2022
—E-= - —
RMB’000 RMB’000
ARET T ARBFIT
Revenue g
Reportable segment revenue REINGBER Z
from external customers Al 2 /o EpU = 122,098 175,923
Total reportable segment profit A 2| AR E F
(Adjusted EBITDA) (& A EBITDA) 33,838 83,718
Other income Emg A 445 90
Depreciation and amortisation Pree Ry (4,062) (3,524)
Loss on disposal of subsidiaries HEWBARESE - (2,484)
Finance costs B 5 R AN (2,052) (1,792)
Unallocated head office and ROMBMRERK
corporate expenses NG
— staff costs (including directors’ — BINA(BIEESIE
emoluments but excluding METNBIE AR EE U
equity-settled share-based 1D BEME Z S RES)
payment expenses) (3,769) (2,508)
— equity-settled share-based — UEREE RN AT
payment expenses EOENE N3 - (9,722)
— changes in fair value of convertible — ¥57E AR A FET AR
notes designated financial ZEemBEmTBRR
liabilities at FVPL ZENTFEES 2,554 (1,412)
— others — Hith (4,590) (6,595)
Consolidated profit before income & f715 % 5l 4r &% K
tax 22,364 55,771
—EREEXEEERAT s CE=FFEERE

Notes to the Consolidated Financial Statements
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For the year ended 31 December 2023 HE_T_-_=F+_-_A=1+—HILtFE
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SEGMENT INFORMATION (Continued)

Reconciliation of reportable segment revenue, result,
assets and liabilities (Continued)

Reportable segment assets AZWOHEE
Financial assets at FVPL EAFEFABRZ
TREE
Unallocated head office and ROMCBBEE R
corporate assets RNAEE
Consolidated total assets mEREE
Reportable segment liabilities AEmoEasE

Convertible notes designated as

financial liabilities at FVPL SR EEN T REEE

Deferred tax liabilities RIEFIEEE

Unallocated head office and AP FRE K
corporate liabilities naElBE

Consolidated total liabilities meBas

Geographic Information

Revenue from external customers

The following sets out information about the geographical
location of the Group’s revenue from external customers, based
on the location at which the services were provided or the goods
delivered.

The PRC H
Hong Kong aB

Non-current assets

No non-current assets information is presented for the Group’s
geographical location, as over 90% of the Group’s non-current
assets are located in the PRC.
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For the year ended 31 December 2023 HZE—Z—_=F+_-_A=+—HIFE

7. SHEHE)
TMERIHWE - ¥E -BER
EEZHE (&)

2023 2022
=== ===
RMB’000 RMB’000
ARE T ARBETF T
380,557 381,925
176 195
2,707 2,699
383,440 384,819
2023 2022
—E-= —E-F
RMB’000 RMB’000
AR® T ARETF T
25,537 35,146
53,214 65,089
611 1,101
34,407 27,406
113,769 128,742
i & & &
KREIEEFE Z WKz

TR EHEAEERBINEE
FPZREWOMEMEZER - &
FrRESRZREHREHE RN

BHEAE D o

2023 2022
—E-=F —_EFEq-—
RMB’000 RMB’000
AR TR ARBFT
107,765 167,473
14,333 8,450
122,098 175,923
HRBEE

AEEITEZINBHIERDEE
)3 R B R - R 5 B 3B 90%
RISEREEEM KA E -
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e ISR M EE

For the year ended 31 December 2023 EBE-T-_=F+=-A=+—HILFE

SEGMENT INFORMATION (Continued) 7. oEER(E)
Information about major customers EBREXEREFZEHR
Details of the customers (including entities under common REEHA - ERIME A & B E UK
control) individually accounting for 10% or more of total revenue #=10% A LW E P (BIEHEE
of the Group during the reporting periods are as follows: BITHER) FIBOT -
2023 2022
—g—-= —E-=
RMB’000 RMB’000
ARET ARBTTT
From pharmaceutical products REHEEEE MDD
segment
Customer A BEFEA 40,604 37,741
Customer B XPFB Note 19,091
Htat
Customer C =FEC 13,358 Note
K e
2023 2022
—=E-= —E-—
RMB’000 RMB’000
ARBT R ARBTTT
From genetic testing and molecular 2R B ZE #8085 F £ 9
diagnostic services segment 2 R 5
Customer D ZFED 13,806 Note
Kt s
Note: Hat
Customers B, C and D contributed less than 10% of revenue of the Group for % E_F_=F )%H: e E
the years ended 31 December 2023 and 2022, respectively. =t—HUEFE EFB - CKRD7HIA

BAEEN WA DR 10% °
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REVENUE

The principal activities of the Group are the development,
manufacturing, marketing and sales of pharmaceutical products,
provision of finance leasing services and provision of genetic
testing and molecular diagnostic services.

The amount of each significant category of revenue recognised
during the reporting periods are as follows:

Revenue from contracts with EBMBHREERE155
customers within HKFRS 15 RRBEFEHZWE

— At a point in time — RE—FREE

Sales of pharmaceutical products HEBEEM

— Over time — BERF

Provision of genetic services and REERBAED FED
molecular diagnostic services 2l R

B E At R 2 Wi
MEHEENBWA

Revenue from other sources
Finance leasing interest income

For sales of pharmaceutical products, revenue is recognised
when control of goods has transferred, being when the goods
have been accepted by customers (acceptance) after goods
delivered to the specific location or picked up by customers.
Following acceptance, the customers have full discretion over
the manner of distribution and price to sell the goods, have the
primary responsibility when on selling the goods and bear the
risks of obsolescence and loss in relation to the goods. The
normal credit term is 30 to 180 days upon acceptance.

The Group provides genetic services and molecular diagnostic
services to the customers. Genetic services and molecular
diagnostic services income is recognised when the genetic
services and molecular diagnostic services are rendered and
there is no unfulfilled obligation that could affect the customer’s
acceptance of the service.
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A M ERR M EE

For the year ended 31 December 2023 HZE—Z—_=F+_-_A=+—HIFE

Wz

AEENIREHRFAE  BE-
MEHERHEBRER RH
MERE RS ANEHER R
Koy FHEW 2 R

WMEHABR 2 ZERER 2
mEEWT

2023 2022
—EZ= —_=s=__
RMB’000 RMB’000
AR®TR ARBTT
100,517 152,654
14,333 8,450
114,850 161,104
7,248 14,819
122,098 175,923

MEEBEERME  NERE
sl ERr (MERRNERT
I EFRENERERTPEIR
Em (BU)) R - R
% BPA2ENBRESES
AEREMEE WAEESER
ZEBEMEURERFERIBXL
2R NBIIE - EFIEEH
A30E 1808 -

AEEREPEHERRB LD
TEMDE RS - ERBB KD
FTEMZEHRBERAREHRER
108 B 2> F S D2 T R %5 By RERR
MEAZEEFPEIRBZIARE
TRIE-
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For the year ended 31 December 2023 BEZT_=F+-A=+—HILFE

OTHER INCOME 9. HulkA
2023 2022
—g=-= —E=—=
RMB’000 RMB’000
ARE T ARETIT
Bank interest income RITH B YA 445 79
Rent concession received EESHHESER 68 -
Sales of raw materials R R & - 134
Sundry income HETE WA 23 2
Government subsidies (Note) RSBy (K az) = 144
536 359
Note: HeF -

AEBERERR  ZEM AL ELMA
RERIGHFERAEER -

In the opinion of the management of the Group, there were no unfulfilled
conditions or contingencies relating to these grants.

PROFIT BEFORE INCOME TAX 10. BRATBHANER

Profit before income tax is arrived at after charging: BRETISE AR A EHBRATIER ¢

2023 2022
—=E-= —F-=
RMB’000 RMB’000
ARET T ARET T
Finance costs p %N
Interest on convertible notes AR EEF B 1,683 1,660
Interest on other borrowings HEEEF B 287 104
Finance charges on lease liabilities HEABRZREEHR 82 28
2,052 1,792
Staff costs BIMK
Directors’ emoluments (Note 11) BEHM (A1) 1,881 5,572
Other staff costs Hih 8 TR
— Salaries, wages, allowances, bonus ~ — #& - L& - 28
and benefits in kind A REYET 8,834 6,594
— Contributions to defined contribution — FZEHFRIKETEI 2
retirement plan R 724 642
— Equity-settled share-based payment  — ARz &5 E AN
expenses BEREZNREX - 5,644
11,439 18,452
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Notes to the Consolidated Financial Statements

A M ERR M EE

For the year ended 31 December 2023 #HE—ZT—_=F+-_A=+—HIFE

10. PROFIT BEFORE INCOME TAX (Continued) 10. BRATEHAIER ()
2023 2022
—g—-= —E- =
RMB’000 RMB’000
AR T ARBTTT
Other items Hihg g
Depreciation of property, plant and ME - HELERETE
equipment 1,171 1,285
Amortisation of intangible assets mILEESEGIA
(included in “Cost of sales and [HERRHERKZ
services rendered”) BA]) 1,965 1,964
Depreciation of right-of-use assets FREESENE 926 275
Changes in fair value of financial assets 1A F{EFF AERZ @
at FVPL, net BENRN T EEHHE 19 252
Auditor’s remuneration =AD& 1,537 1,463
Expenses relating to short-term leases ARG HEE 2% 222 540
Write-off of property, plant and M WE R F M
equipment - 31
Cost of inventories FERAR 85,878 82,134
Note: [t et
Cost of inventories includes approximately RMB6,310,000 (2022: FTERABIEES TRA « 316 K%
RMB5,402,000) relating to staff costs, depreciation and amortisation which MO ARKESE,310,000T (ZF ==
amount is also included in the respective total amounts disclosed separately F: ARM5,402,0000T) @ Z & EINE
above. ALXEBRENSEERGSE -
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Notes to the Consolidated Financial Statements

e ISR M EE

For the year ended 31 December 2023 BEZT_=F+-A=+—HILFE

DIRECTORS’ AND FIVE HIGHEST PAID INDIVIDUAL’S 11.

EMOLUMENTS
Directors’ emoluments

Directors’ emoluments disclosed pursuant to section 383(1) of
the Hong Kong Companies Ordinance and Part 2 of the
Companies (Disclosure of Information about Benefits of

Directors) Regulation is as follows:

Year ended 31 December 2023

Executive directors BTEE
Chen Chengging (Notg) RKE (f1#)
Zhang Rongaing RRE

Gao Borui Bzl

Yuan Chaoyang RE5

She Hao K2

Non-executive director FHTES

Xiu Yuan B

Independent non-executive BV FHTES
directors

Zhu Yi Zhun Rk
Khor Khie Liem, Alex TR
Zhang Ruigen Bt

Salaries,
wages,
allowances,
bonus and
benefits Discretionary
Fees in kind bonus
¢ 1%
2R B4
we RENEN  BERAL
RMB’000 RMB’000 RMB’000
ARETT AR®TR ARET:R

EERTEBREFALIZHE

E=pe

RIFF B QAP S 383(1) R L
A(BEENDERRE) ZRFE -
HMAORBEZEEHHEIIMT

BEZE-—Z-_=f+=-HA=+-—-HL
FE

Contribution
to defined
contribution Equity-settled
retirement  share-based
plan payment Total
mEE NEREE
IR WA %
AT ERzZAR o
RMB’000 RMB’000 RMB’000
ARETT AR¥TR ARET:R

217 - - - - 217
109 - - - - 109
217 - - - - 217
325 - - - - 325
415 - - - - 415
217 - - - - 217
109 - - - - 109
163 - - - - 163
109 - - - - 109
1,881 = = = = 1,881

CEREEXEBERAT s 2= FERS
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A M ERR M EE

For the year ended 31 December 2023 #HE—ZT—_=F+-_A=+—HIFE

11. DIRECTORS’ AND FIVE HIGHEST PAID INDIVIDUAL’S 1. EBERAEBESHFALZHE

EMOLUMENTS (Continued) (#&)
Directors’ emoluments (Continued) EEME (&)
Year ended 31 December 2022 BE-E-_—_F+-A=+—HL
FE
Selaries,
wages,
allowances, Contribution
bonus and to defined  Equity-settled
benefits  Discretionary  contribution  share-based
Fees in kind bonus  retirement plan payment Total
¢ I&- AEE  ERLE
e AN fERR  URHBA
we  REWER  BETL HEER  ERZER @t

RMB0O0O ~ RMBO00 ~ RMBOOO ~ RMBO00  RMBO0O  RMBIOOO
AREBTL  ARETL ARETR ARETR AREBTR ARETR

Executive directors HTEE

Chen Chengging (Note) BRALE (fit) 206 - - - - 206
Zhang Rongaing RRE 108 - - - 33 433
Gao Borui ELE 206 - - - 219 485
Yuan Chaoyang D 206 - - - 1,676 1,882
She Hao K2 206 - - - 1,229 1435

Non-executive director FHTES
Xiu Yuan B 206 - - - 559 765

Independent non-executive BYFHTES

directors
Zhu Yi Zhun N 103 - - - - 103
Khor Khie Liem, Alex Fitt 155 - - - - 155
Zhang Ruigen R 103 - - - - 103
1,494 - - - 4,078 5,672
There were no loans, quasi-loans or other dealings in favour of BHE-_ZT-_=ZFRk=-Z=-_=F
the directors of the Company or its holding company, or their +—A=+—B1FE #WET
connected entities that were entered into or subsisted during the VN GFEUAARANREENE TR
years ended 31 December 2023 and 2022. NE AEEFEERBAT R

MER  BUERKEMRS -
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Notes to the Consolidated Financial Statements

e ISR M EE

For the year ended 31 December 2023 BEZT_=F+-A=+—HILFE

DIRECTORS’ AND FIVE HIGHEST PAID INDIVIDUAL’S
EMOLUMENTS (Continued)

Directors’ emoluments (Continued)

After consideration, the directors of the Company are of the
opinion that no transactions, arrangements and contracts of
significance in relation to the Company’s business to which the
Company was a party and in which a director of the Company
had a material interest, whether directly or indirectly, subsisted
at the end of the year or at any time during the years ended 31
December 2023 and 2022.

No emoluments were paid by the Group to any of the directors
as an inducement to join or upon joining the Group or as
compensation for loss of office during the years ended 31
December 2023 and 2022. None of the directors waived or
agreed to waive any emoluments for the years ended 31
December 2023 and 2022.

Note:

Mr. Chen Chengqing had resigned as chairman of the Board of Directors on
17 June 2022.

Five highest paid individuals

Of the five individuals with the highest emoluments, included one
(2022: two) directors of the Company whose emoluments are
disclosed above. The aggregate of the emoluments in respect of
the remaining four (2022: three) individuals were as follows:

Salaries, wages, allowances, bonus
and benefits in kind

Contribution to defined contribution
retirement plan

Equity-settled share-based payment
expenses

REDEF

PANENZF-2

e IE 2R EL
A 7 BR R KR B R

AR A B AR D AR

11.

EERTEBEFALZHE
(&)
ExmE (&)

AARERKERERE  RE
EZE_=FR-E-F+=
AZ+—BLEESFRASERT
M BEFEARRRAR
BIEBRMATY MARARESEHE
BEhEERNEREEEAERZ Y
ERRG THREGH -

RNEBEE-_TE_=FrK_FT_—
+-A=+t—-HIEE ~&E
MEREMANES TR
EREMAREESKAEH AKX
SENNRE SRR AEE - N E
EZE-FRIT_F4=
BA=Z+—BLHEE BEEER
B RAEREBEABE -

Hiat -

B EEENR T - —F XA+t HE
FEFEERE -

IEESFHAL

hE&EeHFALF  BIE—F (=
FoZF HE)RNRBESE ®
ECHERER L B THAE

TECCF=ZE)ANTHESE
@ERIn R
2023 2022
—E== —=E=——

RMB’000 RMB’000
ARE TR AREFIT
2,619 -
40 -
- 3,352
2,659 3,352

REEXEEERQT « —T_=FFERE
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A M ERR M EE

For the year ended 31 December 2023 #HE—ZT—_=F+-_A=+—HIFE

11. DIRECTORS’ AND FIVE HIGHEST PAID INDIVIDUAL’S 11.

EMOLUMENTS (Continued)

Five highest paid individuals (Continued)
The emoluments of the four (2022: three) individuals with the
highest emoluments are within the following band:

EERTEREHFALTZHE
(4&)

hBEBREHEAL(E)

W (ZFE——F : =ZF)EaH
AT ZBMEN T THIAER -

£ % 1,000,000 7T
1,000,001 AT E
1,500,000 % 7T

Nil to HK$1,000,000
HK$1,000,001 to HK$1,500,000

2023 2022
—E-= =

RMB’000 RMB’000

AR®T ARBTIT

3 —

1 3

No emoluments was paid by the Group to the above individuals
as an inducement to join or upon joining the Group or as
compensation for loss of office during the years ended 31
December 2023 and 2022. None of the above individuals
waived or agree to waive any emoluments for the years ended
31 December 2023 and 2022.

REBEE-_TE_=Ffx-_ZT_-_—
+-A=+t—BLFE A£E
BESAEAMe ¥ LA L
EBEMAREBRREEIMAR
SERMEEBERGBE RNE
BT =FRkZF_F+=
A=T—HIFE #&L@A
THREXREREETRMS -

12. INCOME TAX EXPENSES 12. Fi8BixX
2023 2022
—_E_= —E- -
RMB’000 RMB’000
ARE T ARBFT
Current tax EHFE
Hong Kong Profits Tax BENEH 555 336
PRC Enterprise Income Tax (“EIT”) R E TSR
([EEmREBHI 8,932 20,728
9,487 21,064
Deferred taxation (Note 26) EIERIE (AT aE26) (490) (490)
8,997 20,574

For the PRC subsidiaries of the Group, PRC EIT is calculated at

25% (2022: 25%) in accordance with the relevant laws and

regulations in the PRC.
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Notes to the Consolidated Financial Statements

For the year ended 31 December 2023 #HEZ=ZT =

INCOME TAX EXPENSES (Continued) 12.

Under the two-tiered profits tax regime of Hong Kong Profits
Tax, the first HK$2 million of profits of the qualifying group entity
will be taxed at 8.25%, and profits above HK$2 million will be
taxed at 16.5%. The profits of group entities not qualifying for
the two-tiered profits tax rates regime will continue to be tax at a
flat rate of 16.5%. Accordingly, the Hong Kong Profits Tax of the
qualifying group entity is calculated at 8.25% on the first HK$2
million of the estimated assessable profits and at 16.5% on the
estimated assessable profits above HK$2 million.

Pursuant to the rules and regulations of the Cayman Islands, the
Group is not subject to any income tax in the Cayman Islands.

Reconciliation between income tax expense and profit before

income tax at applicable tax rates:

Profit before income tax

Notional tax on profit before tax,
calculated at the rates applicable
in the countries concerned

Tax effect of expenses not deductible
for tax purpose

Tax effect of income not taxable
for tax purpose

Tax effect of tax losses not recognised

Tax effect of temporary differences
not recognised

Tax effect of utilisation of tax losses
not previously recognised

Others

Income tax expenses

DIVIDENDS

e ISR M EE

=EE+ZA=+—HIEFE

Fri&®ie % (8)

AR & 78 13 T 6 AR )15 5 5
B RAEMEEEENE2HEL

TT 3% ) #5152 8.25% B B R UL

MiBBE2EH BB THEf gk
16.5% TR - TR & %MK
FEREFEERNEREE

i F G 4 B 1R 16.5% 2 B — B R
BB Al cEREBRERR

EEFEHE 2B BB LA ER
Tl MR 8.25% 1 E - MiBE2H
EB T T ERERERIZ16.5%
ATE

REFAEFHEZHRAERM - K
SEHBHMEARESEEMEN o

BB AR ENIER X ER
FRS B A& M SRR T -

The directors of the Company do not recommend the payment
of any dividend for the years ended 31 December 2023 and

2022.

2023 2022
ZEZE _=__
RMB’000 RMB’000
ARET T ARBFIT
bR PTAS B A % 22,364 55,771
LZHRBER CEAREGE
BREATDE MM B EBIIR
5,750 14,318
TAIHRBR 2 MG 2
4,963 6,512
FEERBIRA 22
(1,400) (249)
RERTEEBEB BB E 9 95
RERERERB BT E
22 8
A LRI AR FER TR IEE R
BB (234) (161)
HA (113) 51
it 8,997 20,574
13. RE
KARESTEZREEZT
T =EER T —F+ = H

=+— B LFEIRMNEARE

CEREEEEEBRAR e —E_=ZFFERE
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A M ERR M EE

For the year ended 31 December 2023 #HE—ZT—_=F+-_A=+—HIFE

BRER
ARARHEBEARGERERN R
SEBRMIRBEATEIEE

14. EARNINGS PER SHARE 14.

The calculation of basic and diluted earnings per share
attributable to the owners of the Company are based on the

following data:

2023 2022
—E-= S —
RMB’000 RMB’000
ARBT ARBTTT
Profit for the year attributable to the M EERERRBT A
owners of the Company for the purpose 22 &1 A A FEN
of basic earnings per share F N A 18,633 29,217
Change in fair value of convertible notes  #§7F B A FEFT AEZR
designated as financial liabilities 2B EN AR
at FVPL RRZNFEEZD (2,554) 1,412
Exchange difference on convertible notes & FE1Z A FEFAEBEZ
designated as financial liabilities SRBENTBREKRE
at FVPL REN EHE 1,543 -
Interest on convertible notes AR B S 1,683 1,660
Profit for the year attributable tothe Bt ESREFRR
owners of the Company for the FFAARATEEA
purpose of diluted earnings per share FE {4 & RE R 19,305 32,289
000 ‘000
TR Fh%
Weighted average number of ordinary ~ ghat 8 & i E A 2 7
shares for the purpose of BT AR 3B IR A 19 2
basic earnings per share 3,208,305 3,068,636
Effect of conversion of convertible notes 2  A] AR = E 7 2/ &8 584,183 540,394
Weighted average number of BRI ESREERR
ordinary shares for the purpose of FrAZERMEF G
diluted earnings per share 3,792,488 3,609,030

BE_ZT-_=FRkZZF==_F
+- A=+t BLFE tES
B& 8 SE B A BRI E R AR AR ITE
2ERERTE RERAEBHE
fEEHTEERNARAZFH
f&(E -

The computation of diluted earnings per share does not assume
the exercise of the outstanding share options since the exercise
price per share option was higher than the average share price
of the Company for the years ended 31 December 2023 and
2022.
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15. PROPERTY, PLANT AND EQUIPMENT

CosT

At 1 January 2022
Additions

Written off

Disposal of subsidiaries
Exchange realignments

At 31 December 2022 and
1 January 2023

Additions
Exchange realignments

At 31 December 2023

ACCUMULATED
DEPRECIATION AND
IMPAIRMENT LOSSES

At 1 January 2022

Charges

Written off

Disposal of subsidiaries

Exchange realignments

At 31 December 2022 and
1 January 2023

Charges
Exchange realignments

At 31 December 2023

CARRYING AMOUNT
At 31 December 2023

At 31 December 2022

2

i s el =!
NE

i

HEHBRA

R AR

S
=t-Ak
“E-=%-f-H

NE

Ei %

R-BZ=F
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For the year ended 31 December 2023 #HEZ=ZT =

=EE+ZA=+—HIEFE

15. Y% - BERRE

Furniture,
fixtures and
Leasehold office Motor Plant and
Buildings improvements  equipment vehicles  machinery Total
HE -
HE EEXER
BFR  NELE BOERB "E  HBERESR @t
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARETT ARBTR ARETR ARETR ARBTT AR%ET:
6,175 1,273 475 9 4,783 12,720
- - 27 - - 27
- - (%) - - (%)
- - (33) - - (33)
- - 28 - 7 106
6,175 1,273 405 9 4,865 12,727
- - 9 - 73 82
- - 6 - 23 29
6,175 1,273 420 9 4,961 12,838
1,830 234 248 1 1,553 3,866
499 80 84 - 622 1,285
- - (61) - - (61)
- - (17) - - (17)
- - 18 - 46 64
2,329 314 272 1 2,221 5137
501 80 49 - 541 1,171
- - 5 - 17 22
2,830 394 326 1 2,779 6,330
3,345 879 % 8 2,182 6,508
3,846 959 133 8 2,644 7,590
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For the year ended 31 December 2023 #HE—ZT—_=F+-_A=+—HIFE

The Group leases various land use rights, warehouses and
production sites in the PRC. Lease agreements are made for
initial fixed periods of 5 to 50 years (2022: 5 to 50 years). Lease
terms are negotiated on an individual basis and contain a wide
range of different terms and conditions. In addition, the Group
leased an office for its operation during the year ended 31
December 2023. Lease of the office has initial lease term for 2
years. Generally, the Group is restricted from assigning and
subleasing the leased assets outside the Group.

Right-of-use assets
The carrying amounts of the Group’s right-of-use assets and the
movements during the years are as follows:

16. LEASES 16. HE
2023 2022
—Z==-= — -
RMB’000 RMB’000
ARETx AREF T
Right-of-use assets EREEE
Leasehold lands HELTH 4,145 4,274
Lease properties HEME 1,528 1,315
5,673 5,589
Lease liabilities HEESE
Current BN ER 796 270
Non-current JEENEA 771 1,055
1,567 1,325

AEBETFRBELZBE L WER
E-REREESHM -HEWNS
ZHIEETEFEASESOF (ZF
T 5F650F) c MEKKIE
&R ZEEER - WEH % ERFE
BRI - BN REERE
E-FT--—F+HA=+—HL
FERE-—MPAEEEERS -
WAEHRENVIIRFHRE2F - —
BmE AEBTABHEEEE
HELDPHETAEEUIIAL -

EREAE
AEEERREENEASER
EREHIMT :

Leasehold Lease
lands  properties Total
HE L HEWE #at
RMB’000 RMB’000 RMB’000
ARBTT ARBTRT AR®ETT
At 1 January 2022 R-E-—F—A—H 4,403 - 4,403
Additions =T - 1,461 1,461
Depreciation charge TEXT (129) (146) (275)

At 31 December 2022 and RZBEZZF+ZA=+—HBXK

1 January 2023 —E-=F—H—H 4,274 1,315 5,589
Additions NE - 1,009 1,009
Depreciation charge WEZH (129) (797) (926)
Exchange realignment 0E 38 - 1 1
At 31 December 2023 R=ZB-Z=F+=HA=+—H 4,145 1,528 5,673
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Notes to the Consolidated Financial Statements

16. LEASES (Continued)
Lease liabilities

The present value of lease liabilities is summarised as below:

Amounts payable:
Within 1 year
More than 1 year but within 2 years
More than 2 years but within 5 years

Less: future finance charges

Total lease liabilities

The operating lease expenses on short-term leases recognised
in profit or loss during the year ended 31 December 2023
amounted to approximately RMB222,000 (2022: RMB540,000).

The total cash outflow for leases (excluding short-term leases)
for the year ended 31 December 2023 was approximately

e ISR M EE

For the year ended 31 December 2023 BEZT_=F+-A=+—HILFE

FERTHRE -
15R
BB1FER2FR
BiB2FEREFR

B RREH

HERERR

RMB780,000 (2022: RMB164,000).

16. HE (&)

HE&E
HEABZREMALT

2023 2022
—EC-_=& —E-CF

Present Present

value of value of

Lease lease Lease lease
payments  payments payments payments
HEMT HEARRAE HENT BERFRE
RMB’000 RMB’000 RMB’000 RMB’000

ARBTR ARMTRT ARETR ARETR

849 796 328 270
328 298 328 283
491 473 819 772

1,668 1,567 1,475 1,325
(101) - (150) -

1,567 1,567 1,325 1,325

RNEE-_TE_=F+_A=1+—
BlEFERIESZANERNEEHE
ENELEHERIOAARE
2220007t (ZE - —F: ARK
540,0007T) °

RNEE-_TE_=F+_A=1+—
AEFEHERSRHARE (TR
FEHHEE) 5K AR 780,000
T (ZE=-—4F : AR ¥ 164,000
JT) e
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For the year ended 31 December 2023 &#HZE T -_=F+_-A=+—HIFE

17. INTANGIBLE ASSETS

cosT D%

At 1 January 2022, RZE-Z-%—-HF—H"

31 December 2022, T+ ZA

1 January 2023 and =t-B-ZT-=F

31 December 2023 —A—BRZZ==%
+-A=1t—H

ACCUMULATED 2t BB RAESR

AMORTISATION AND

IMPAIRMENT LOSSES

At 1 January 2022 RZZEZZ%—HA—H

Charges 53

At 31 December 2022 and  RZZ=-=

1 January 2023 +ZA=Z+—-8k
—E2-=%—-f—H
Charges Fx
At 31 December 2023 R-BEZ=F
+=A=1+-H
CARRYING AMOUNT REE
At 31 December 2023 R-E-=f
+=A=+-H
At 31 December 2022 i ——
+—H

Good
Manufacturing
Customer Practice
Software relationship License Total
RIFEE
BH % REMR st
(Note a) (Note b)
(Hiita) (Kfith)
RMB'000 RMB’000 RMB'000 RMB'000
ARETT ARETT ARETT ARETT
33 2,717 11,753 14,503
16 2,717 5,387 8,120
5 - 1,959 1,964
21 2,717 7,346 10,084
6 - 1,959 1,965
27 2,117 9,305 12,049
6 - 2,448 2,454
12 - 4,407 4,419
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For the year ended 31 December 2023 BEZT_=F+-A=+—HILFE

INTANGIBLE ASSETS (Continued)

Notes:

(@)

The customer relationship derived from acquisition of Zentrogene
Bioscience Laboratory Limited during the year ended 31 December
2019 and is allocated to genetic testing and molecular diagnostic
services segment. The useful life of the customer relationship is 6
years.

Provision for impairment loss were made in previous years in reducing
the carrying amount to be zero.

(b) The license represents the Good Manufacturing Practice license
derived from acquisition of & & 7k & & % A [R A 7] Fujian Yongchun
Pharmaceutical Company Limited* (“Fujian Yongchun”) during the
year ended 31 December 2019 and is allocated to pharmaceutical
products segment. The useful life of the license is 6 years.

* English name is translated for identification purpose only.

INVENTORIES

Raw materials
Finished goods

R
B4R

17. BFEEE (&)
3t -

(@

18. &

RMB’000
AR®T

ZEFHEEARARBE_ZT A
FH+_A=+—RIEFENE
Zentrogene Bioscience Laboratory
Limited - 3 7 A2 % 2 B 1808 K 2
FEMDEHRB D - TP BIFE
WA AFIR6EF -

A8 B B I 1R
MEEAETRET -

RE#HZE T -AF+ A
ZSt-BLFEREREKER
ZERAR ((BEXEDMER
GFAEEREBER WO EES
EmNED o JEIRAIEAENR6E -

B ELERBS

2022
—E- %
RMB’000
ARETF T

480 241
7 197

487 438
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For the year ended 31 December 2023 #HE—ZT—_=F+-_A=+—HIFE

19. TRADE AND OTHER RECEIVABLES

Trade receivables

Less: Provision for loss allowance

(Note c)

Other receivables (Note d)

Amount due from a related company

(Note e) (Kizte)
Deposits Ze
Prepayments SENNE /O
Other PRC tax receivables L R [ U B IR

Notes:

= 5 R

B ETREEERE (M)

Hfth & Wk B (AT it d)
& Yy — ] B B 2 R BR0R

(@) At 31 December 2023 and 2022, all of the trade and other receivables
are expected to be recovered or recognised as expense within one
year.

(b) The Group normally grants credit terms of 30 to 180 days (2022: 30
to 180 days) to its customers. Further details on the Group’s credit
policy are set out in Note 5 to the consolidated financial statements.

At the end of the reporting period, the ageing analysis of trade
receivables presented based on the invoice date and net of loss
allowance is as follows:

Within 30 days 30H A

31 to 60 days 31E60H
61 to 90 days 61Z290H
91 to 120 days 91E120H
121 to 365 days 121 £365H
Over 365 days HBim365H

Sanai Health Industry Group Company Limited e Annual Report 2023

19. B RWFIER H b B FIE
2023 2022
—E-= g
RMB’000 RMB’000
AR TR ARETF T
24,613 6,149
(1,663) (149)
22,950 6,000
1,727 5,944
B 2
185 183
841 419
241 126
25,947 12,674
Htat -
(@) RIE_=FR_T__F+=

A=+—R FEHMAEZENR
REREME KRB R —F
MU B SRR S ©

AEB—RBRAERFET0ZE
180R (ZE=-—4 :30F1804)
MEER BEASERFEERR
Rt — P HBRRGRETBRE
BRES ©

RBERR  REZAHRNG
EERBERE2INE S EURA
BRECOMTANT ¢

2023 2022
—EC-=F -

RMB’000 RMB’000

ARBTT AREFT

10,503 1,647

10,896 979

523 911

508 203

520 552

- 1,708

22,950 6,000




Notes to the Consolidated Financial Statements

For the year ended 31 December 2023 #HZE

19. TRADE AND OTHER RECEIVABLES (Continued)

Notes: (Continued)

(©

Reconciliation of loss allowance for trade receivables:

At 1 January B—A—
Increase (Decrease) in loss allowance, net 518 # 4 & 7JD O A) F88
At 31 December w+=ZA=+—H

The Group applies the simplified approach under HKFRS 9 to provide
for expected credit losses using the lifetime expected loss provision
for all trade receivables. To measure the expected credit losses, trade
receivables have been grouped based on shared credit risk
characteristics and the ageing. The expected credit losses also
incorporate forward looking information.

e ISR M EE

—E_—F+_A=+—HIEFE

19. EZEWRNEBERH i EWFRIE
(%&)
BtaE - (B)
© EBIEBFIEEEREHE
2023 2022
—E2-= —E-_F
RMB’000 RMB’000
AR®T T ARKETF T
149 956
1,514 (807)
1,663 149

AEBEAEEVHMEEE
Stk KA HEHER
BERmARSEERIANEY
EEBEIRER  RITEEY
FEEBE BESREREAE
FERREBRER A -BH

FEEBBNEEREEER -
Within 31 to 61 to Over
30 days 60 days 365 days 365 days Total
31z 61% it o)
30BA 60 H 365 H 365 H @t
At 31 December 2023 R-B-=f%
+=A=+—-8H

Weighted average expected METEHEREER

loss rate 2.0% 2.0% 6.0% 100% 6.8%
Receivable amount (RMB'000)  FEMFHIE (AR T L) 10,719 11,116 1,649 1,129 24,613
Loss allowance (RMB’000) BiEEE(ARSTT) 216 220 98 1,129 1,663
At 31 December 2022 i ——

+ZR=+—8°

Weighted average expected METHEREER

loss rate . - - 8.0% 2.4%
Receivable amount (RMB’000) FEYRIE (AR ¥ T L) 1,647 979 1,666 1,857 6,149
Loss allowance (RMB’000) BEEE(AR®TT) - - - 149 149
The significant changes in the loss allowance were contributed by the BlERERNEES DEREEZ
deterioration of the business environment in the PRC during year T+t _A=1t-HALFEE
ended 31 December 2023, HEEFHRRBL
Included in the other receivables of approximately RMB19,000 (2022: @ EFEAHMEK ,%\ HE AR S
approximately RMB2,535,000) represents interest receivables from 19,0007 (ZF-—F : YARE
finance lease receivables. 2,635,0007T) %% b & 10 & FE WK

EHHEAIE ©

The amount due from a related company is unsecured, interest-free 6 BU-—HEBEIRNFIAREE

and has no fixed repayment term.

B R EEEE T -

EREEYEDERAT « “E-SFEREHE
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For the year ended 31 December 2023 #HE—ZT—_=F+-_A=+—HIFE

20. FINANCE LEASE RECEIVABLES

Less than 1 year
Between 1 and 2 years

Less: Unearned finance
income

Present value of lease
payments

Less: Loss allowances

Analysed as:
Current
Non-current

—FRA
—FEMF

B RE IR R

HEMNRBRE

o EIREE

GRIVSE
)
FRE

20.

Gross amount

BEHERWNRIR

Present value

k] BE
2023 2022 2023 2022
—E-=f Z—ZE-_— —E_= —E-CF

RMB’000 RMB'000 RMB’000 RMB'000
ARBTR AR®TT ARBTR ARETRH

10,090 336,209 9,910 326,270
- 10,090 = 9,910
10,090 346,299 9,910 336,180

(180) (10,119 = -

9,910 336,180 9,910 336,180

At 31 December 2023 and 2022, the finance lease receivables
are secured over the leased assets represented mainly by

machineries and equipment.

The Group is not permitted to sell or repledge the collateral of
finance lease receivables in the absence of approval by the
lessee. All the Group’s finance lease receivables are
denominated in RMB, the functional currency of the relevant

group entities.
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(221) (4,135)

9,689 332,045

9,689 322,257
- 9,788

9,689 332,045

RZEZ=ZFR B _F+=
A=+—8 mEHEEKRE
FIRfsHEEETEAH#ER
By

EABANREHIENERT K
SETATHEXBEARERE
EWRIBEZ EIRG - AEBEZH
BEREHERUFEHAARE
AEOAREAREHREERER
WEEE® -
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For the year ended 31 December 2023 BEZT_=F+-A=+—HILFE

20. FINANCE LEASE RECEIVABLES (Continued)

The weighted average term of finance leases during the year
ended 31 December 2023 is 1.6 years (2022: 1.4 years) and all
the leases require repayment by installments. In the event the
lessee breaches the lease contract, the Group has the right to
use or sell the assets leased and to call for full or partial
repayment of the outstanding balance of finance lease
receivables. At the end of the finance lease term, the lessee will
be able to purchase the leased assets at nominal price.

The interest rate inherent in the leases is fixed at the contract
date for the entire lease term. The average effective interest rate
is approximately 5.4% (2022: 6.5%) per annum. The finance
lease receivables at the end of the reporting period are neither
past due nor impaired.

Reconciliation of loss allowance for finance lease receivables:

At 1 January ®n—H—H

Amount recovered B U E 58
(Decrease) Increase in loss allowance  E518 845 (i 4>) 1870
At 31 December R+—A=+—8H
The Group applies the general approach under HKFRS 9 to
provide for expected credit losses for all finance lease
receivables. The following table details the risk profile of finance

lease receivables (as detailed in Note 5) at the end of the
reporting period.

Total gross carrying amount FMESRE — Rif
— performing
Average loss rate

FHERE

12-month ECL 1218 BTE iz B 518

i & FH & e W KR ()
Bz—_Z-_=F+-_A=+—H
IHFE mEREZNEFHHAE
B AR16FE (ZE-—4F : 1.44F)
FMEREASBER - ZEABEA
ERMBEYH AEEERMEAXE
ERHBEEE -RANAEEFE
ExeMHIHFL EEREHERE
WHIBE s REFHEH REEM
EHR - ABEABREERER
BEEHEEE -

REEBESHRN BEMHEHF
ENARBHAETEAE - F
HEBRENERNEEA4% (ZFE ==
F:6.5%)  c NIFEBARZMER
ERWGRIBRL R B B/ EOR(E -

MEREERRNEEERE Y
HE -

2023 2022
—s=-= —E=-=
RMB’000 RMB’000
ARBT T ARBFIT
4,135 -
(3,769) -
(145) 4,135
221 4,135

AEBEREEVEHREENE
Bz —MRAEFABAERERERE
Wk R R B E BB R R -
TRFIRBEHRBEHRERE
WoskoR (R RITEE5) R R -

2023 2022
—E-= —E- %
RMB’000 RMB’000
ARET T ARBEF T
9,910 336,180
2.23% 1.23%

221 4,135

REEXEEERQT « —T_=FFERE



134

Notes to the Consolidated Financial Statements

A M ERR M EE

For the year ended 31 December 2023 #HE—ZT—_=F+-_A=+—HIFE

20.

21.

22,

23.

FINANCE LEASE RECEIVABLES (Continued)

At 31 December 2023, finance lease receivables with gross
carrying amount of approximately RMB9,910,000 (2022:
RMB336,180,000) categorised into “performing” under the
Group’s current credit risk grading framework and accordingly
the loss allowance was measured at 12-month ECL.

The significant changes in loss allowance were contributed by
significant changes in the gross carrying amounts of the balance
because of finance lease receivables settled and originated
during the years ended 31 December 2023 and 2022,
respectively.

FINANCIAL ASSETS AT FAIR VALUE THROUGH
PROFIT OR LOSS

Listed equity securities in Hong Kong &8 M IR & 5

CASH AND CASH EQUIVALENTS

At 31 December 2023, the bank balances carry interest at
average market rates ranging is 0.2% (2022: 0.01% to 0.3%)
per annum. Conversion of approximately RMB328,150,000
(2022: RMB20,873,000) into foreign currencies is subject to the
PRC’s Foreign Exchange Control Regulations.

TRADE AND OTHER PAYABLES

Trade payables g P EMNFIE
Payroll and welfare payables ERH S REF
Accrued expenses et E

Other payables HipEN B
Other PRC tax payables H b A B A< R IR
Contract liabilities AHEaE

e AE (Hata)

Interest payables (Note a)
Amount due to a director (Note b)
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e —REZFIA (AfaEb)

20.

21.

& FH & e W KR ()

RZEZ_=F+=ZRAR=+—H8"
BEREEL A AR 9,910,0007T
—EF - —F : ARM336,180,000
TT)HBMERERKFIELEAREE
REEERRITRIERLTHEGE
BIRM]  HENSEREL2
B AESBEEHEE -

EBEBENEREZLCTTHRAER
ZE=FRZFTF+=R
—t+—HALFEAEREENR
EHERKARIBELEHREERED
RlEEEBBRENTE -

BAFEF ARBSZERMEE

2023 2022
—EZ= ==
RMB’000

RMB’000
AR®T ARBTIT

176 195

22.

23.

HERBEESEEY
RZEZ=F+=ZA=+—8"
BITHEBRTIVIEF Y MIEFE0.2%
(ZZE - —4F:001%20.3%) 5t
B o #) AR ¥328,150,000 7T (=
T —4F: AR ¥20,8730007T)
HAIINEABTHBEINEE R
&4 -

B ENREARELMENKE

2023
—E-=F
RMB’000
AR T

2022
= —

=

RMB’000
ARBTIT

9,250
4,922
2,877 2,993

22,626 31,175

935 2,980
366 360
1,751 1,814
590 609

1,142
4,417

43,317 45,490
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For the year ended 31 December 2023 BEZT_=F+-A=+—HILFE

TRADE AND OTHER PAYABLES (Continued)

The ageing analysis of trade payables presented based on the
invoice date at the end of the reporting period is as follows:

Within 30 days 30HA

31 to 60 days 31260H

61 to 90 days 61290 H

91 to 120 days 91&120H

121 to 365 days 1212365 H

Over 365 days HBim365H

Notes:

() Interest payables at 31 December 2023 included approximately

RMB1,353,000 (2022: approximately RMB1,706,000) related to
convertible notes and approximately RMB398,000 (2022:
approximately RMB108,000) related to interest-bearing borrowings.

(b) The amount due to a director is non-trade in nature, unsecured,
interest-free and repayable on demand.

INTEREST-BEARING BORROWINGS

Unsecured — current portion EIKIF — NEAE D
Other borrowings HmEE
Denominated in: BEUTEMEE
HK$ B TT

The other borrowings of approximately RMB7,697,000 (2022:
RMB4,653,000) are unsecured, carry fixed interest rate of 5%
per annum and are repayable after 1 year from drawdown date.

23. ESENRERAEMENTRE
(#®)
RmEHR - LZEZHH2IH
B EMNRERESTAOT

2023 2022
- g —= —_=__

RMB’000 RMB’000

AR®TR ARBTTT

7,518 833

1,577 5

3 5

— 40

— 107

152 152

9,250 1,142

Mt

@ RKRZTEZ=F+=ZA=+—H0K
AR EEER]RBEEIEAH
M # AR #¥1,353,0007T (=&
Z—F AR MA,706,0007T)
LEFEEEEEONNARE
398,000 L (ZE=-Z—F AR
#108,0007T) °

b)) EN-—RERFARKEEZNUED -
IR R B RAREREEER -

24, FHEEE

2023 2022
—E-=5F —_EFEq-—
RMB’000 RMB’000
AR®T T AREF T
7,697 4,653
7,697 4,653

HibEEH AR 7,697,0007T (=
T4 AR 4,6530007T)
BERE RETFEFEL%AE
BERIASE—FREE-

CEREEXEBERAT s 2= FERS
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For the year ended 31 December 2023 #HE—ZT—_=F+-_A=+—HIFE

25.

CONVERTIBLE NOTES

On 13 January 2022, the Company, Fujian Sanai Biotechnology
Limited* (812 = & £ ¥ & £ B R 2 7)) (“Fujian Sanai”) and
Fujian Zhixin Medicine Co., Limited* ({8 2 £ = E Z A R A 7))
(“Fujian Zhixin”), both being indirect wholly-owned subsidiaries
of the Company (collectively as “Obligors”) and two independent
third parties being Mr. Zhi Shao Huan (32 4338 ) (“Subscriber 17)
and Mr. Jiang Heng Guang (# 18 %%) (“Subscriber 2”)
(collectively as “Subscribers”) entered into the subscription
agreement, pursuant to which, on the terms and subject to the
condition therein, the Company has agreed to issue, and the
subscribers have agreed to subscribe for, the convertible notes
in the aggregate principal amount of HK$72,000,000 (equivalent
to approximately RMB63,677,000) which are convertible into the
Company’s ordinary shares at the conversion price of HK$0.119
per share (subject to adjustment).

As security for the due and punctual payment of the convertible
notes and performance by the Company of its obligations under
or arising out of the subscription agreement, the Company will
execute the charges (the “Share Charges”) in respect of 57%
and 43% of the entire issued share capital of Sanai International
Investment Company Limited, a direct wholly-owned subsidiary
of the Company, to be executed by the Company in favour of
the Subscriber 1 and Subscriber 2 respectively as security of the
convertible notes. In addition, each of Obligors will execute the
charge (the “Account Charges”) to be executed by the Obligors
in favour of the Subscribers over the bank accounts in the name
of the Obligors as a continuing security for payment and
discharge of the outstanding principal amount of the convertible
notes and performance by the Company pursuant to the
subscription agreement.

Convertible notes with coupon interest rate of 3% per annum
payable semi-annually in arrears will mature on the first
anniversary of the issue date.

On 9 February 2022, convertible notes with an aggregate
principal amount of HK$72,000,000 (equivalent to approximately
RMB63,677,000) was successfully issued with maturity date of
8 February 2023.

The convertible notes were recognised as financial liabilities
designated upon initial recognition at FVPL.

*

The English translation of the name is for references only.
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25.

AR EE
RZE-_—F—AF+=H AR
R ARRHEEEZENB ARG
B-FAEYREBERA A ((HEE
SRR EEEEEBHEERAT
([BEZE)) (RHEZEEEAD
MW BBIE = RRAE ([
BA1]D) REBEEE ([RBBA
2 ([ZBIZERBADFTUR
BEipaE B BIBERBIRR
SZEGEMR ARRRE T
MZzERBARERBERACLH
£72,000,0008 7 (HHERHOAR
# 63,677,000 7T ) &) A] # J% 32 4%
(AT AR AR EBAR) - 2%
EBAEERR%H0.119%E Tt (7] ¥
) o

EA AR =R BB R an EA 5 A+
UEARARIBITERREHGZE
THRESRELENTINER
NN B 8 W NN = =T - e -
BAR-ZEHBEEERAAE
BB B ITAR AN 57% K 43% & 1
([ EH]) - MARRARE
A RREBA2DREATRRE
BEOEER I ZEEBA
ZEABEYETEFER(EFR
B (ZERBAZEEFAUR
BAATTZA UZEEBAR
EBEN) EAIA RIEETRR
ZEEMAEEASTEURAR A
BRIERERRELNNITEER -

AR RIEAS N ET AR S
—EBFIH ZEEENXS
3% ABFFIfNF—R-

RZZEZZF-_ANB X&#8
¥4 472,000,000 70 (FHE RO A
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25. CONVERTIBLE NOTES (Continued)

On 3 March 2023, the Company entered into the supplemental
deed (the “Supplemental Deed”) with the Obligors and the
Subscribers, pursuant to which, on the terms and subject to the
conditions therein, the Company, the Obligors and the
Subscribers conditionally agreed, among others, to amend the
conversion price at HK$0.098 per share and extend the maturity
date for 3 years to 9 February 2026 and make certain related
changes under the convertible notes (the “Proposed
Amendments”). The Subscribers have agreed to execute the
deed of release in respect of the Account Charge upon
satisfaction of the conditions precedent under the Supplemental
Deed by the Subscribers as charges in favour of the Obligors as
chargors to terminate the Account Charge and release the
Obligors from their obligations under the Account Charge. The
Share Charges remain fully effective and are not released or
diminished by any provision of the Supplemental Deed.

On 20 March 2023, the Company has redeemed part of the
convertible notes with principal amount of HK$12,000,000
(equivalent to approximately RMB10,864,000). The Proposed
Amendments have become effective on 20 March 2023.

Details of above have been disclosed in the Company’s
announcements dated 13 January 2022, 26 January 2022, 31
January 2022, 9 February 2022, 9 February 2023, 3 March
20283 and 20 March 2023.

In the opinion of the Group’s management, the Proposed
Amendments were not substantial modification as defined in
HKFRS 9 since the discounted present value of the cash flows
after the Proposed Amendments using the original effective
interest rate is not more than 10% different from the discounted
present value of the remaining cash flows under the original
terms before the Proposed Amendments.
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25. CONVERTIBLE NOTES (Continued) 25, MR EE (&)
2023 2022
—==-= —E=-=
RMB’000 RMB’000
AR®ET AREET T
At beginning of the reporting period R E B 65,089 -
Issue of convertible notes BT MRRE - 63,677
Partial redemption E‘B & (10,864) -
Changes in fair value (credited) charged TE & (T A) HIBR Y
to profit or loss NEEEY (2,554) 1,412
Exchange difference charged to RIEEBRAE N =&
profit or loss 1,543 -
At end of the reporting period RE|BERR 53,214 65,089
The fair value of the convertible notes is equal to the summation ABMBEEEs A FEEREED
of the fair value of the liability component and conversion option o B a2 IR HARE I8 o R AR IR IR
component, calculated by using discounted cash flows and eMEMZEANERETERR
Binomial Option Pricing Model, respectively. FFEZAFELM -
The fair value of the convertible notes at issue date and at 31 HMREBRNRETHEERR-Z
December 2023 and 2022 were determined with reference to a Z=FRkRZZEZ=+=ZHA
professional valuation conducted by an independent Zt+t—BZRAFENEL2EE
professional valuer and were categorised into the level 3 fair EEMEMETHEEMBEME
value hierarchy as defined in HKFRS 13. - WHBRRBRMBREER
1BRAATN AT EERE=E
Major parameters adopted in the calculation of the fair values of ABEREE A FEMENZ
the convertible notes are summarised below: E %%%ﬁﬁ% R
2023 2022
—E-= B4
Share price I (B HK$0.064 & 7t HK$0.080 78 7T
Share price volatility % (88 18 94.88% 116.60%
Risk-free interest rate 4 3\ fg F1) 3.39% 4.32%
Dividend yield fi% 8 =& 0.00% 0.00%
Discount rate 8537 & 7.40% 7.88%
Period HAfA 2.11 years & 0.11 year &
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CONVERTIBLE NOTES (Continued)

The significant unobservable input used in the fair value
measurement of the convertible notes is expected share price
volatility. The fair value measurement is positively correlated to
the expected share price volatility. An increase in the expected
share price volatility, with all other variables held constant, would
result in increase in fair value of the convertible notes at the
reporting period and decrease in the Group’s profit for the
reporting period. If the expected stock price volatility has been
5% (2022: 5%) higher with all other variables held constant, the
Group’s pre-tax profit for the year ended 31 December 2023
would be decreased by approximately RMB363,000 (2022:
approximately RMB12,000).

DEFERRED TAXATION

The followings are the deferred tax liabilities recognised and
movements thereon during the reporting periods:

AR EE ()

AR EE AT EFEF A
ZERDAIE R & A SR & TE H
fRE RIS - X FEFF =878 B
BEB2IELLBE - WATHE HEA
BHESETE BHRERES
BEERATBRBRERENRESBEA
ZAF{ESE N I AR E R R
EHARBEFR D - WIEARE
WIBAS % (ZFE-—F :5%) -
MATEEMERERFTE - AN
ERREBEE-_ZEZ-_=F+—_A
=t+—ALFEZFABRBIDG
R A 49 A R #363,0007T (=
Fo—F - WARK12,0007T) °

i FiE B 8
REEHHENEERELTCH AR
BEREZHIWT

Revaluation of
assets upon
acquisition of

a subsidiary

W B8 — [ B BB

ARREMEE

RMB’000

ARBTT

At 1 January 2022 R-_ZT-_—_F—AF—H 1,591

Credit to profit or loss FFABEE (490)
At 31 December 2022 and RZEBZZF+ZA=+—HK

1 January 2023 —E-=F—H—H 1,101

Credit to profit or loss sFAEZ (490)

At 31 December 2023 R-E-_=%+=-H=+—H 611

REEXEEERQT « —T_=FFERE
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26. DEFERRED TAXATION (Continued)

The Group has not recognised deferred tax assets in respect of
cumulative tax losses of approximately RMB38,120,000 (2022:
RMB38,998,000) as at 31 December 2023 as it is not probable
that future taxable profits against which the tax losses can be
utilised will be available in the relevant tax jurisdiction and entity.
The tax losses do not expire under current tax legislation except
for tax losses of RMB46,000 (2022: RMB947,000) in PRC which
is available for carry forward to set-off future assessable income
for a period of five years, as follows:

Tax losses will expired in:

2024 —ENF
2025 —ET-RF
2026 ZEZRF
2027 R EF
2028 —ENF

At 31 December 2023, there were undistributed profits of the
Group’s subsidiaries in the PRC amounted to approximately
RMB75,304,000 (2022: approximately RMB59,695,000).

Deferred tax liabilities of approximately RMB7,530,000 (2022:
approximately RMB5,970,000) have not been recognised in
respect of the withholding tax that would be payable on the
distribution of these retained profits as the Company controls
the dividend policy of these subsidiaries and the directors of the
Company have determined that these profits are not likely to be
distributed in the foreseeable future.
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27. SHARE CAPITAL 27. B
Number of
ordinary shares Amount
EBEREE K]
('000) HK$'000
(Fh%) FHET
Authorised: ERE
Ordinary shares of HK$0.01 each HREEO B T E B
At 1 January 2022, 31 December RN-_E-_—_F—HF—H8"
2022, 1 January 2023 and T -F+-A=+—H"
31 December 2023 —EZ=F—-H—BK
—E-=F#+-"A=+—H 10,000,000 100,000
Issued and fully paid: ERTRABE:
Ordinary shares of HK$0.01 each SRRTE0.01 BT T @Ak
At 1 January 2022 R-ZEZ=—F—H—H 3,067,223 30,672
Issue of shares upon exercise of TR B R T 31T AR 1D
share options (Note) (KiaE) 129,000 1,290
At 31 December 2022 and R=-B-—_%+=-A=+—H
1 January 2023 rR=ZE=-=%—H—H 3,196,223 31,962
Issue of shares upon exercise of ITEEEREMETRG (BE)
share options (Note) 14,000 140
At 31 December 2023 R=F==f+=A=+—H 3,210,223 32,102
2023 2022
—E=-= —E-—
RMB’000 RMB’000
AR TR ARBEF T
Shown in the consolidated and RT+ZRA=+T—HzZ&HE&R
Company’s statement of R T8 B ARR RS
financial position at 31 December 29,865 29,742
Note: Hat -

During the year ended 31 December 2023, a total of 14,000,000 (2022:
129,000,000) ordinary shares of HK$0.01 (2022: HK$0.01) each were issued
upon exercise of 14,000,000 (2022: 129,000,000) share options at exercise
price of HK$0.084 (2022: HK$0.084) per share option. The difference of
approximately RMB907,000 (2022: RMB8,443,000) between the proceeds
from exercise of share options of approximately RMB1,030,000 (2022:
RMB9,584,000) (equivalent to approximately HK$1,176,000 (2022:
HK$10,836,000)) and the nominal value of share capital of the Company
issued of approximately RMB123,000 (2022: RMB1,141,000) (equivalent to
approximately HK$140,000 (2022: HK$1,290,000)) was recognised in share
premium reserve.

HE-_Z-_=#+-_A=+—HIFE "
LEHEBRECIB L (ZTE-—F:
0.084% 7t) 8347 (£ {8 17 8 14,000,000 15
(= ZF = =4 :129,000,00017) §E I HE %
= 3174 14,000,000 1% (= F = =4 :
129,000,000/%) F & EE0.01 B L (= F
ZZFE Q01 T) MEBR o TR
HERTBREH AR1,030,0007T (= F
= AR#9584,000T) (FHER K
1,176,000/8 7T (=& = =4 : 10,836,000
FBIL)) MARREBITRAEENAR
123,000 (ZE-—F: AR¥
1,141,000t (8% 7 47 140,000 4 7T, (=
F T 4F 1,290,000/ L)) 2 B =5
HAREEQ7,000C (ZF==—F: AR
#8,443,000T) B 1A B 17 ' B 7 & P A

ol

CEREEXEBERAT s 2= FERS

141



142

Notes to the Consolidated Financial Statements

A M ERR M EE

For the year ended 31 December 2023 #HE—ZT—_=F+-_A=+—HIFE

28. RESERVES

(a)

(b)

(c)

(d)

(e)

Share premium

Under the Cayman Companies Law, the share premium
account of the Company is distributable to the
shareholders of the Company provided that immediately
following the date on which a dividend is proposed to be
distributed, the Company will be in a position to pay off its
debts as they fall due in the ordinary course of business.

Share option reserve

This comprises the portion of fair value of unexercised
share options granted to eligible participants of the
Company that has been recognised in accordance with
the accounting policy adopted for equity-settled share-
based payments in Note 2 to the consolidated financial
statements.

Special reserve

Special reserve represents the aggregate of the difference
between the nominal amount of the shares issued by the
Company and the amount of share capital of Sanai BVI
acquired pursuant to the group reorganisation in
preparation for the listing of the Company’s shares in
2007.

Statutory surplus reserve

As stipulated by the relevant laws and regulations for
foreign investment enterprises in the PRC, the Company’s
PRC subsidiaries are required to appropriate 10% of their
profit after tax to the reserve until such reserve reaches
50% of the registered capital and thereafter any further
appropriation is optional. The statutory surplus reserve
fund can be used to make up prior year losses, if any, and
can be applied in conversion into capital by means of a
capitalisation issue.

Translation reserve

The translation reserve comprises all foreign exchange
differences arising from the translation of the financial
statements of foreign operations. The reserve is dealt with
in accordance with the accounting policy set out in Note 2
to the consolidated financial statements.
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28. RESERVES (Continued)

Movement of the Company’s reserves is as follows:

At 1 January 2022

Issue of shares upon exercise of
share options (Note 27)

Recognition of equity-settled
share-based payment (Note 37)

Loss and total comprehensive
expense for the year

At 31 December 2022 and
1 January 2023

Issue of shares upon exercise of
share options (Note 27)

Share option forfeited (Note 27)

Loss and total comprehensive
expense for the year

At 31 December 2023

RZZEZ—F—f—H
TEEREmETRR (Mito7)

BRNERBEURN RERZ
NEAGEED)
FABBRREZARXER

R-E-—F+-A=+-HBL
—“E-=%—-H—H

TEBREMRITRG
(fizt27)

BRI R E (Bt 27)
FRABBLREZARY B8

R-Z-=%+-A=1+-H
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For the year ended 31 December 2023 BEZT_=F+-A=+—HILFE

28. f#f#E (&)

ANAEBRBHOT -
Share
Share option Accumulated
premium reserve losses Total
ROEE BRERE RiEE X
RMB'000 RMB'000 RMB’000 RMB'000
ARETT ARETR ARE®TRT ARETR
1,254,954 1,647 (1,091,521) 165,080
8,443 - - 8,443
- 9,722 - 9,722
- - (2,692 (2,592)
1,263,397 11,369 (1,094,113) 180,653
907 - - 907
- (1,647) 1,647 -
- - (4,314) (4,314)
1,264,304 9,722 (1,096,780) 177,246
CEREEEEEBRAR e —E_=ZFFERE
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29. STATEMENT OF FINANCIAL POSITION OF THE 29. A2 E B AR R &
COMPANY
2023 2022
—_E-= =
Note RMB’000 RMB’000
M RE ARE T AREF T
NON-CURRENT ASSETS ERBEE
Investments in subsidiaries R B AR ZIEE 76 76
Property, plant and equipment W - BB REE 5 14
81 90
CURRENT ASSETS REBEE
Other receivables H ith & Ug F0 I8 388 78
Amount due from subsidiaries JFE UK BT /BB 2 R 5 IE 277,858 289,560
Financial assets at FVPL H?”Ai@.ﬂ'?\iﬂﬁnz
TRBEE 21 176 195
Cash and cash equivalents RekReFEEY 220 161
278,642 289,994
CURRENT LIABILITIES RBAE
Other payables H M E A FRIE 10,701 9,947
Interest-bearing borrowings rEEE 24 7,697 4,653
Convertible notes designated 5 Hﬁz@\$fﬁﬂr)\
as financial liabilities at FVPL BasemBEDN
AR R IR 25 - 65,089
18,398 79,689
NET CURRENT ASSETS RBEEFE 260,244 210,305
TOTAL ASSETS LESS CURRENT BEELAFERABH AR
LIABILITIES 260,325 210,395
NON-CURRENT LIABILITIES kRBEE
Convertible notes designated as 5 T§@$Tﬁ’+)\
financial liabilities at FVPL Ba emBEN
Al R R IR 25 53,214 -
NET ASSETS BEEFE 207,111 210,395
CAPITAL AND RESERVES EAXRFHE
Share capital [i% 7% 27 29,865 29,742
Reserves s 28 177,246 180,653
TOTAL EQUITY RS 207,111 210,395
The statement of financial position was approved and authorised AARHBRAKRER-ZT =Y
for issue by the Board of Directors on 27 March 2024 and F=A=++H %%i%@ﬁt/ﬁ&
signed on its behalf by: BT WHATAZRESE
% :
Yuan Chaoyang She Hao
REB =R
DIRECTOR DIRECTOR
E- E2
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CAPITAL RISK MANAGEMENT

The Group manages its capital to ensure that entities in the
Group will be able to continue as a going concern while
maximising the return to stakeholders through the optimisation
of the debt and equity balance.

The capital structure of the Group consists of debt, which mainly
includes convertible notes designated as financial liabilities at
FVPL, interest-bearing borrowings and equity attributable to
owners of the Company, comprising issued share capital and
reserves.

The directors of the Company review the capital structure on a
semi- annual basis. During the year ended 31 December 2023,
the Group’s strategy was unchanged from 2022. The directors
of the Company review the capital structure by considering the
cost of capital and the risks associated with each class of
capital. Based on the recommendations of the directors of the
Company, the Group will balance its overall capital structure
through new share issues and share buy-backs as well as the
issue of new debts or the redemption of existing debts.

SHARE OPTION SCHEME

Pursuant to the ordinary resolution passed on 16 June 2017, the
Company adopted a new share option scheme (the “New Share
Option Scheme”) for, amongst others, the senior management
and employees, which serves as incentives or rewards to attract,
retain and motivate staff. The New Share Option Scheme will
remain valid for a period of 10 years commencing on 21 June
2017 (save that the Company, by ordinary resolution in general
meeting or the Board may at any time terminate the operation of
the New Share Option Scheme). Under the New Share Option
Scheme, the Board may grant options to all full-time employees,
directors of the Company (including independent non-executive
directors) and part-time employees with weekly working hours of
10 hours and above, of the Group, substantial shareholders of
each member of the Group, associates of the directors and
substantial shareholders of any member of the Group, trustee of
any trust pre-approved by the Board, and any advisor
(professional or otherwise) or consultant, distributor, supplier,
agent, customer, joint venture partner, service provider of the
Group whom the Board considers, at its sole discretion, has
contributed or contributes to the Group.

30.
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31.

SHARE OPTION SCHEME (Continued)

The total number of shares in respect of which options may be
granted under the New Share Option Scheme is not permitted
to exceed 10% of the shares of the Company in issue on the
date of adoption of the New Share Option Scheme (namely,
132,722,250 shares (2022: 233,877,250 shares), representing
approximately 4.33% (2022: 7.32%) of the Company’s issued
shares at 31 December 2023), without prior approval from the
Company’s shareholders. The maximum number of shares
which may be issued upon exercise of all outstanding options
granted and yet to be exercised under the New Share Option
Scheme or any other share option scheme of the Company shall
not in aggregate exceed 30% of the shares of the Company in
issue from time to time. No option may be granted under the
New Share Option Scheme if such limit is exceeded. The
number of shares issued and to be issued in respect of which
options granted and to be granted to any individual in any
12-month period is not permitted to exceed 1% of the shares of
the Company in issue at the date of grant, without prior approval
from the Company’s shareholders. The grant of share options to
a director, chief executive or substantial shareholder of the
Company or any of their respective associates requires the
approval of the independent non-executive directors (excluding
an independent non-executive director who is the grantee of the
share options). Options granted in any 12-month period to a
substantial shareholder of the Company or an independent non-
executive director or any of their respective associates
representing in aggregate more than 0.1% of the Company’s
shares in issue at the date of grant or with an aggregate value in
excess of HK$5,000,000 must be approved in advance by the
Company’s shareholders.

Upon acceptance of the share option, the grantee shall pay
HK$1.00 to the Company by way of consideration for the grant.
A share option may be exercised in accordance with the terms
of the New Share Option Scheme at any time during the period
to be determined and notified by the Board to each grantee,
provided that such period of time shall not be more than ten
years from the date of grant. The New Share Option Scheme
does not specify a minimum period for which a share option
must be held nor a performance target which must be achieved
before a share option can be exercised. However, the Board
may, at its sole discretion, determine such terms and impose
such other restrictions on the grant of a share option. The
exercise price is determined by the directors of the Company,
and will not be less than the highest of (i) the closing price of the
Company’s shares on the offer date which must be a business
day, (i) the average closing price of the Company’s shares for
the five business days immediately preceding the offer date; and
(i) the nominal value of the Company’s shares.
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42 (B 8 48 5,000,000 T+ /B
RAFREEILIE -

EEMBREEZ AERABEX
1.008 7T F ARQRRMEARER
BE-EBREIRHEZTETT
BHAZSEABRAZBBEBR AR E
R B MR BB 1T
HZSHRASER R BEE
TF o FIEAR AT 8 I IR ER
BAREATEITER N ARBER
R SEIR N EER (&
BiZ-AMmM ZE=FTATE
HEETHEBIER TARLE
REZTEMRBH - TEERAN
NEIERET HETRBSERUT
—EZESE (\RELHBEH (A
BEEH) ARBIRG ZWTHE ; (i)
ZEREEHAPHIAELERZAR
Aa M EHKRTE: KiijEA
AR EE -



31.

Notes to the Consolidated Financial Statements

e ISR M EE

For the year ended 31 December 2023 BEZT_=F+-A=+—HILFE

SHARE OPTION SCHEME (Continued) 31. BRESTE (8&)
On 29 April 2022, the Company granted a total of 174,000,000 RZE_—_FWA-_+hH &
share options at an exercise price of HK$0.084 per share of the ANAEIRBEARRGRZZE—tFEN
Company to certain eligible participants, of which 73,000,000 A+ "BEMz2ERETE - 1%
share options were granted to the executive and non-executive IEEERAR R 0.084 % T
directors of the Company, pursuant to the share option scheme mMETEEKRS2EERHEHK
of the Company adopted on 16 June 2017. 174,000,0001D EE A& 4 - E &
73,000,000 17 f& Bk # 3% T AN 2 A
BITRIEMITES -
In May 2023, there were 36,800,000 share options forfeited at MR-ZE-=FF A - 36,800,000 {7
the end of the option’s life. HE AR 7 B P e HA TR A5 SRR 2 i o
Save as disclosed above, no share options had been granted, BREXHBREEIIN REBEZ_F
exercised or forfeited during the years ended 31 December Z=EFERZFZZ=f+ZH
2023 and 2022. ST—HILEFE SIEBERERE
TR EOR N -
No vesting period or vesting condition on the share options and BERENETNRENRIEE
the share options may be exercised at any time from the date of B BREBEREERT A
grant and within a period of ten years from the date of grant. B+FEHERNZ EAEEA TT
The weighted average remaining contractual life is 8.3 years o TR TEHNFH RS
(2022: 4.9 years). F(ZFEZZF 49F) -
The following table discloses movements of the Company’s TREBEHEZE_ZT_=F+=_A4
share options during the year ended 31 December 2023: —+—BHLEFEARR A ERE
Number of
Exercise Number of share options Number of
price per Number of  share options Cancelled or exercised  share options
Category of share option share options at granted forfeited ~ during the year at 31 December
the grantee HKS Date of grant  Exercisable period 1January 2023 during the year  during the year (Note) 2023
RZB=Z% ERffEzE R-BZZEt
BHTEE -A-AzB  ERARGZE RS RE#E —A=t-A82
ARAEH B REAE 76EH REHR REHA ERL (W) BREHE
DIRECTORS
3
Zhang Rongaing 0.32 24 May 2018 24 May 2018 to 23 May 2023 22,000,000 - (22,000,000) - -
RRE 0.32 “E-N\F ZE-\FRACTEAE 22,000,000 - (22,000,000) - -
RAZTEE ZZZ=ERAZf=H
Chen Chengaing 0.385 30 May 2018 30 May 2018 to 29 May 2023 2,800,000 - (2,800,000) - -
RRE 0.3% ZE-\§ ZE-\FRAZTHE 2,800,000 - 2,800,000) - -
BA=TA  ZEZ=FRACTAA
Gao Borui 0.084 29 April 2022 29 April 2022 to 28 April 2032 5,000,000 - - - 5,000,000
B 0.084 ZEZCE ZRC-EMAZTARE 5,000,000 - - - 5,000,000
MAZ+hA ZZ=ZFMA-1NA
Zhang Rongaing 0.084 29 April 2022 29 April 2022 to 28 April 2032 6,000,000 - - - 6,000,000
RRE 0.084 ZEZCE ZRC-EMAZTARE 6,000,000 - - - 6,000,000
MAZtAE ZZ==FEmA=t/A
Yiu Yuan 0084 29Apr 2022 29 Aprl 2022 to 28 Apr 2032 10,000,000 - - - 10000000
BE 0.084 “BoCF CRCCEMACTARE 10,000,000 - - - 10,000,000
MAZtAE ZZ==FEmA=t/A
Sub-total 45,800,000 - (24,800000) - 21,000,000
gt 45,800,000 - (24,800,000) - 21,000,000

CEREEXEBERAT s 2= FERS
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A M ERR M EE

For the year ended 31 December 2023 #HE—ZT—_=F+-_A=+—HIFE

31. SHARE OPTION SCHEME (Continued) 31. W& (&)
The following table discloses movements of the Company’s TEREEHEE_ZT_=—F+=A4
share options during the year ended 31 December 2023: —+—BLEFEARR G ERE
(Continued) 2B (&)
Number of
Exercise Number of share options Number of
price per Number of  share options Cancelled or exercised  share options
Category of share option share options at granted forfeited  during the year  at 31 December
the grantee HKS Date of grant  Exercisable period 1January 2023 during the year  during the year (Note) 2023
R-BZZE EnfitziE W-F-ZET
BRTEE -B-RHzE EFRRLZE il REHE —A=t-BHz
ARAER b RABH TRH e E hE#A EBL (Hit) BREZA
OTHER GRANTEES
RfAEA
Employees in aggregate 0.335 30 May 2018 30 May 2018 to 29 May 2023 10,000,000 - (10,000,000) - -
[EE£Y 033 “E-\§ ZE-\FRA=THE 10,000,000 - (10,000,000) - -
EA=TA  ZECZ=FRACTAA
Non-employees in 0335 30 May 2018 30 May 2018 to 29 May 2023 2,000,000 - (2,000,000) - -
aggregate
FEELH 033 ZE-\¥E ZZ-\¥RAZTHE 2,000,000 - (2,000,000) - -
F=t8 ZZ-ZERA-tAA
Employees in aggregate 0.084 29 April 2022 29 April 2022 to 28 April 2032 24,000,000 - - (14,000,000) 10,000,000
[EEEH 0.084 ZE-CF ZE--ERMA-THRZE 24,000,000 - - (14,000,000) 10,000,000
MA-tAB ZZZ-EmA-t/H
36,000,000 - (12,000,000) (14,000,000) 10,000,000
Total
@zt 81,800,000 - (36,800,000) (14,000,000) 31,000,000
Exercisable at the end
of the reporting
period
REEHRATFORE 31,000,000
Weighted average
exercise price HKS0.19 - HK$0.33 HKS$0.084 HKS$0.084
MELHTEE 0.19%7 - 0.33% 7T 0084387 008437
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Notes to the Consolidated Financial Statements

e ISR M EE

For the year ended 31 December 2023 #HEZ=ZT =

=EE+ZA=+—HIEFE

SHARE OPTION SCHEME (Continued) 31. BRETE (&)
The following table discloses movements of the Company’s TREBEHEZE_ZT-_—_F+=A
share options during the year ended 31 December 2022: —+—BHLEFEARR A ERE
Exercise Number of
price per share options at Number of Number of share
share 1 January 2021, share options options exercised Number of
option 31 December 2021 granted during the year share options at
Category of the grantee HK$ Date of grant  Exercisable period and 1 January 2022 during the year (Notg) 31 December 2022
RZZZ-E
-A-A
5%
TZA=t-HR
BlhERE —EoCE ) FRTECER  RITZZFT
) 1% ) -A-A2 ERRILZ EHE ZA=+-Rz
AEAES oo REAS 18 RhiEs BREHR (i) BhEN
DIRECTORS
Bz
Zhang Rongaing 0.32 24 May 2018 24 May 2018 to 23 May 2023 22,000,000 - - 22,000,000
REE 0.32 Z3-\F ZE-\FRAZTEAZ 22,000,000 - - 22,000,000
RAZTMAE —E-ZFRA-TZH
Chen Chengaing 0335 30 May 2018 30 May 2018 to 29 May 2023 2,800,000 - - 2,800,000
RAE 0.335 ZI-\f ZZ-\ERA=tHZ 2,800,000 - - 2,800,000
fA=+E ZZZZFRACZTAE
Gao Borui 0.084 29 April 2022 29 April 2022 to 28 April 2032 - 5,000,000 - 5,000,000
Bl 0.084 “E-CF CECCEMACHARE - 5,000,000 - 5,000,000
LAZ+NE ZZ=—FEA-{N\H
Yuan Chaoyang 0.084 29 April 2022 29 Apn\ 2022 to 28 April 2032 - 30,000,000 (30,000,000) -
Exil) 0.084 ZTICF ZECCEMACZTAAE - 30,000,000 (30,000,000 -
LAZ+NE ZZ=ZFEA-{N\H
She Hao 0.084 29 April 2022 - 29 April 2022 to 28 April 2032 - 22,000,000 (22,000,000) -
K2 0.084 “S--fF —Z--ENA-+RAZE - 22,000,000 (22,000,000) -
LAZ+NE ZZ=ZFEA-{N\H
Zhang Rongaing 0.084 29 April 2022 - 29 April 2022 to 28 April 2032 - 6,000,000 - 6,000,000
RRE 0.084 “EoCF CE-CENA-TRAZE - 6,000,000 - 6,000,000
MEZthB ZZ=ZFfMA=+)\A
Xiu Yuan 0.084 29 April 2022 - 29 April 2022 to 28 April 2032 - 10,000,000 - 10,000,000
B 0.084 “3--F “E-CENRE-+ARZ . 10,000,000 . 10,000,000
LAZ+NE ZZ=—FEA-{N\H
Sub-total 24,800,000 73,000,000 (62,000,000) 45,800,000
et 24,800,000 73,000,000 (62,000,000) 45,800,000
CEREEXEEARAF s —EZFFERE
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For the year ended 31 December 2023 #HE—ZT—_=F+-_A=+—HIFE

31. SHARE OPTION SCHEME (Continued) 31. BRESTE (&)
The following table discloses movements of the Company’s TEREEHEE T _—_F+_A4
share options during the year ended 31 December 2022: =+ —HIEFEERAKRQ T EKE
(Continued) & (8)
Exercise Number of
price per share options at Number of Number of share
share 1 January 2021, share options options exercised Number of
option 31 December 2021 granted during the year share options at
Category of the grantee HK$ Date of grant  Exercisable period and 1 January 2022 during the year (Notg) 31 December 2022
RZZZ-F
-A-A
“E--F
TZA=1t-8R
BRERE kSt ) EnfieziBR  RZBooFT
) 1iE ) -A-A2 FRRLZ A ZA=+-A2
AEARR T RHBEH 768 RhiEs g BRER (i) BhiENR
OTHER GRANTEES
HHREA
Employees in aggregate 0.335 30May 2018 30 May 2018 to 29 May 2023 10,000,000 - - 10,000,000
ERRH 0.335 I\ ZE-\fRf=THEZ 10,000,000 - - 10,000,000
RA=TE ZEZZFRACZTAE
Non-employees in aggregate 0.335 30May 2018 30 May 2018 to 29 May 2023 2,000,000 - - 2,000,000
FERLY 0.335 I\ ZE-\fRf=THEZ 2,000,000 - - 2,000,000
RA=TE ZEZZFRACZTAE
Employees in aggregate 0.084 29 April 2022 - 29 April 2022 to 28 April 2032 - 101,000,000 (77,000,000) 24,000,000
EEZH 0.084 ZTICF ZECCEMAZTAAE - 101,000,000 (77,000,000 24,000,000

MA-ThE -T=-5MA-+/A

12,000,000 101,000,000 (77,000,000) 36,000,000

Total
@ 36,800,000 174,000,000 (129,000,000) 81,800,000
Exercisable at the end

of the reporting period
REEHRTFIE 81,800,000
Weighted average exercise

price
WEFHTRE HK$0.33 HKS$0.084 HK$0.084 HKS$0.19
Note: Hiat -
The weighted average share price at the date of share options exercised BE_Z_-F+_A=Z+—HLFE "
during the year ended 31 December 2023 is HK$0.090 (2022: HK$0.075). REERRAETTE B & INAE T R%E & 0.090

BIL(ZFE=—4 :0.075%87T) °
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Notes to the Consolidated Financial Statements

e ISR M EE

For the year ended 31 December 2023 BEZT_=F+-A=+—HILFE

SHARE OPTION SCHEME (Continued)

The fair value of share options granted on 29 April 2022 are
approximately HK$0.065 per option, which are calculated using
a Binomial Option Pricing Model by an independent professional
valuer with the following key inputs:

Fair value at grant date BREBABZAFE
Share price % (&

Exercise price T8

Expected volatility TEHR R 1@

Option life A A HA TR
Expected dividend TEEIAR B

Risk-free interest rate B | o N &

During the year ended 31 December 2022, with reference to the
fair value of the share options granted, the Group recognised
approximately RMB9,722,000 as equity-settled share-based
payment expenses. No share options had been granted during
the year ended 31 December 2023.

CAPITAL COMMITMENTS

The Group has no capital commitments at 31 December 2023
and 2022.

RETIREMENT BENEFIT SCHEMES

The Group operates a Mandatory Provident Fund Scheme (“the
MPF scheme”) under the Hong Kong Mandatory Provident
Fund Schemes Ordinance for employees employed under the
jurisdiction of the Hong Kong Employment Ordinance. The MPF
scheme is a defined contribution retirement plan administered
by independent trustees. Under the MPF scheme, the employer
and its employees are each required to make contributions to
the plan at 5% of the employees’ relevant income, subject to a
cap of monthly relevant income of HK$30,000. Contributions to
the plan vest immediately.

The Group also participates in a state-managed scheme. The
employees of the Group’s subsidiaries in the PRC are members
of a state-managed retirement benefits scheme operated by the
government of the PRC. The PRC subsidiaries are required to
contribute a specified percentage of their payroll to the
retirement benefits scheme to fund the benefits. The only
obligation of the Group with respect to the retirement benefits
scheme is to make the specified contributions.

31.

32.

33.

BT S (&)

RZE-__FWA-+HLHEHR
NEREMNATENESDER
H#0.0658 HABYHEME
BERA — B B ERATE

FBHABENOT ¢

At 29 April 2022
RZE-Z—FN
A=+nH

7 7T HK$0.065
7 7T HK$0.078
7 7T HK$0.084
83.7%

10 4F years

£ Nl

2.82%

REE-_Z_—_F+-_A=+—
BIEFE ASE2ZEELE
R A ERRAEZREH
BHEBERZNRAZHARE
9,722,000t c B E T = = F

P iR -

BEAREE
—E_ZFR-TE-_—_F+=H
=t —BAREE B EE REE -

EBARERGE
AREBBERSAFEATES
EHEF AZEBREIEORER
BERY —HAESHMERESETE
([BESsE)) - BEeFTERE
—IBEBUEEATENTEE
FRRETE - BB RBE ST S
BEMEEHEREENEHAK
A (& A LR 430,000 7T) #5%
M & 8 1E 5K o BT A R BN B
SRERES -

AEEN2HEBRERNTE -
AEENTEMNBARZEER
PEBFRLZBERE R RKE
MBI 2B - FEMEAFA
BEEBEIEZBEBADLAERIK
8 M E &R A R R IKAR A -
AEBERERARBAFAEAERTLZ
BEERFELEEZHK -

REEXEEERQT « —T_=FFERE
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Notes to the Consolidated Financial Statements

A M ERR M EE

For the year ended 31 December 2023 &}

el

34. MATERIAL RELATED PARTY TRANSACTIONS

Except for the transactions and balances disclosed elsewhere in
the consolidated financial statements, the Group has no other
transactions with its related parties.

35. PARTICULARS OF PRINCIPAL SUBSIDIARIES OF

THE COMPANY

Details of principal subsidiaries at 31 December 2023 and 2022

are as follows:

=F+ZA=t—HILFE

34. ERBEALRS
SR AMBHRREMBITEEL

R 5 R AEERIN

R HEEEA

ITREETEMRS -

35. XRAREENMBRATFIE

W—_E—=

FRZBZ_F+ =

A=t—HX2HBRRFEN

™
Proportion ownership
interest and voting power
held by the Company
Place of KRRFMEER
incorporation Particulars of issued RRERDN
Name of subsidiaries and operation and fully paid-up capital Directly ~Indirectly  Principal activities
ERRUREE BRORBERE
WEARER e #iE EE B TEEEK
Sanai International Investment Company ~ The BVI 10,000 ordinary shares of 100% - Investment holding
Limited (“Sanai BVI’) US$1 each
“EERRERRAG(ZEBV])  EERZES  10000REREE 100% - REZR
1ETNEBR
BARRBERE(RI)ERAR The PRC Registered capital of - 100%  Provision of finance
Union Development Financial Leasing RMB120,000,000 leasing service
(Shenzhen) Company Limited * (Note)
R RBERE (R ERAR e HMEAARE - 100% REREHERS
(W) 120,000,000
Fujian Yongchun The PRC Registered capital of - 51%  Development, manufacture,
RMB15,000,000 marketing and sales of
pharmaceutical products
BRKE e HMEAARE - 51% % RE 2HRHE
16,000,000 BEED
Fujian Zhixin The PRC Registered capital of - 100%  Marketing and sales of
RMB10,000,000 pharmaceutical products
REZER e HMEAARE - 100% HERHEBEER
10,000,000 7T
Zentrogene Bioscience Laboratory Limited - Hong Kong 2,000,000 ordinary shares - 100%  Provision of genetic
of HK$2,000,000 testing and molecular
diagnostic services
Zentrogene Bioscience Laboratory Limited &8 2,000,000 789 - 100% REER®ARST
2,000,000/ & &R ENDERE

*

The English translation of the name is for reference only.
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Notes to the Consolidated Financial Statements

For the year ended 31 December 2023 #HZE_Z

35. PARTICULARS OF PRINCIPAL SUBSIDIARIES OF

THE COMPANY (Continued)

Details of principal subsidiaries at 31 December 2023 and 2022

e ISR M EE

“=EF+ZR=+—HIEEE

35. ANAEEME QRS (&)

H

m:z__¢&_$::¢+:

are as follows: (Continued) A=+—BEXZZHWEBARFBN
T 5 ()
Proportion ownership
interest and voting power
held by the Company
Place of KARFEER
incorporation Particulars of issued FREADH
Name of subsidiaries and operation and fully paid-up capital Directly ~ Indirectly  Principal activities
EREUREE BRIRBMERE
WEAR AR bk #E Ef B TEZER
HEEBEHE(RINERLA The PRC Registered capital of - 100%  Provision of finance
Zhonghuixin Financial Leasing (Shenzhen) US$200,000,000 leasing service
Co., Ltd. * (Note)
FEERERE(RINBRARF HE HER - 100% REREEERE
(Hizt) 200,000,000% 7T
RREREARREZARAA The PRC Registered capital of - 100%  Marketing and sales of
Fujian RuiChuang Health Industry RMB10,000,000 pharmaceutical
Co., Ltd. * products
BRRAIRREXARAA e HMERARE - 100% KRERHEBZER
10,000,0007C

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

None of the subsidiaries had any debt securities outstanding

during the years ended 31 December 2023 and 2022 or at 31
December 2023 and 2022.

Note:

These entities are wholly foreign owned enterprises established in the PRC
with limited liability.

*

The English translation of the name is for reference only.

ARAREZERRLERMIART
MEBARHAKREXEEEAF
EREAKEFEEZERID °
ARABEEZR RIS E MM B
REZHE  BERBEBRITE -

BMERNBARANBE T _=F
MZZEZZF+ZRA=+—H1E
FEFN_E_=FR_FT__
F+-—A=+—BEHEEEMET
EIMETE B S °

EEP BN B ERR

* B ELERHS
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For the year ended 31 December 2023 #HE—ZT—_=F+-_A=+—HIFE

36. NON-CONTROLLING INTERESTS

The following table shows the information relating to the non-
wholly owned subsidiary, Fujian Yongchun that has material
non-controlling interests (“NCI”) during the reporting period. The
recognised financial information represents amounts before
inter-company eliminations.

36. FIERES

TRIRER BRI (T3
ERER]) NFEEENBARE
EXEMNHEBER - KERNH
BERERARMEHHENSRE -

2023 2022
—g=-= —E=-=
RMB’000 RMB’000
AR®ET AREET T

Proportion of NCI's ownership interests  3F 122 J& # %5 8 /5 # Lt 5 49% 49%
At 31 December R+=-—A=+—H
Non-current assets IETEEE 10,904 15,954
Current assets MEEE 5,081 12,863
Current liabilities mEAE (4,716) (6,310)
Non-current liabilities ERBBE (612) (1,102)
Net assets BEFE 10,657 21,405
Accumulated NCI REtFEERER 5,222 10,488
Year ended 31 December BE+-A=+—HLEE
Revenue & - 36,868
Other income H AUz A 2,436 1,770
(Loss) Profit and total comprehensive  (f&18) & | & 2 @ (F57)

(expense) income SN (10,748) 12,204
(Loss) Profit and total comprehensive ~ 3F#E &5 FE(L (E518)

(expense) income attributable to NCI - 3& | &2 2 (F5%) Yg A

B (5,266) 5,980

Dividends paid to NCI BRI IR R 2 AR R - 15,972
Net cash (used in) from operating e EE (A R E

activities FEE (296) 16,071
Net cash from investing activities KREFEFERES 8 202 -
Net cash used in financing activities BEEBMAR S FE - (15,972)

Sanai Health Industry Group Company Limited e Annual Report 2023



For the year ended 31 December 2023 #HEZ=ZT =

37. NOTES TO THE CONSOLIDATED STATEMENT OF
CASH FLOWS

(a)

(b)

Major non-cash transactions

Save as disclosed elsewhere in the consolidated financial
statements, the Group has following major non-cash

transactions:

During the year ended 31 December 2023, the Group
recognised right-of-use assets by incurring lease liabilities
of approximately RMB1,009,000 (2022: approximately

RMB1,461,000).

Changes in liabilities arising from financing

activities

At1 January 2022

Changes from financing cash flows
Changes in fair value of convertible

notes designated as financial
liabiliies at FVPL (Note 25)
New leases
Interest expenses

At 31 December 2022 and
1 January 2023

Changes from financing cash flows
Changes in fair value of convertible

notes designated as financial
liabilities at FVPL (Note 25)
New leases
Interest expenses
Rent concession received
Exchange difference

At 31 December 2023

RZZZZ45-f—H
BERLRERD
EEARATEIABSEY
SHABNTRRER
NTERE (Hi25)
HHE

MERAX

R-ZBZZE+-A=1-A
R-E-=¥-5-H

BERERERD
EEARATEFARSL
ERERNTERER
NFERS (Wi 2s)

b
HERX
ERBLEE
EXEE

R=2==F+-A=1-H

Notes to the Consolidated Financial Statements

e ISR M EE

=EE+ZA=+—HIEFE

37. KERERERME

@ EAEREXS
B4R B 0% K 3075 B
BEES AEEER T
EAFRETH -
BE-T-=%+=5

=+—BHILFE A£EB
BELHEEABEHARE
1,009,0007t (=& ==
@AE%1mnmmﬁﬁﬁ
RERAEEE -

(b) MEFBFRSAEED

Convertible Interest
notes payables
designated (included in
as financial Interest-  “Trade and
liabilities bearing other Lease

atFVPL  borrowings  payables’) liabilities Total
EEARLY EARE GEA
B BEZ [EZEH
ERERNT RERHM

BRES iHEEE  EARE) HEER a8

RVB'000 RVB'000 RVB'000 RVB'000 RVB'000

ARETR  ARBTR  ARETR  AREBTR  AR%ETx

63,677 4,653 - (164) 68,166

1412 - - - 1412

- - - 1,461 1,461

- - 1814 28 1,842

65,089 4,653 1,814 1,325 72,881

(10,864) 3,044 (2,033) (780) (10,633)

(2,554) - - - (2,554)

- - - 1,009 1,009

- - 1,970 82 2,052

- - - (68) (68)

1,543 - - ) 1,542

53,214 7,697 1,751 1,567 64,229
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For the year ended 31 December 2023 #HE—ZT—_=F+-_A=+—HIFE

38. LITIGATIONS

As referred to the announcement of the Company dated 18
January 2021, the Company has received a civil judgement (the
“Judgement”) dated 22 December 2020 issued by 1t 5= 5 M
A A RJEFT (the No. 4 Intermediate People’s Court of
Beijing®) (the “Intermediate People’s Court”) in relation to a
litigation (the “Litigation”) brought by It R XL BRI E &
i% 1% A BR A 7] (Beijing Cultural Technology Finance Lease
Company Limited*) (the “Plaintiff”) against, among others, (a)
the Company; (b) then subsidiary, Fujian Sanai Pharmaceutical
Company Limited (“Fujian Sanai”) which was disposed of in
April 2019; (c) Lin Ouwen, a former executive director; and (d)
Lin Min, a former executive director.

The Plaintiff first filed a statement of claim (the “Statement of
Claim”) with the Intermediate Court on 30 August 2018,
whereby, among others, the Plaintiff alleged that (i) Fujian Sanai
had entered into a finance lease agreement (the “Finance Lease
Agreement”) with the Plaintiff on 21 March 2016, pursuant to
which the Plaintiff agreed to lease certain assets to Fujian Sanai
for a term of 36 months with a total leasing cost of
RMB134,954,600 and an interest rate of 8.3%; (ii) each of the
Company, Lin Ouwen and Lin Min, entered into a guarantee
agreement with the Plaintiff respectively to provide joint
guarantee (the “Guarantee”) for the debts owed by Fujian Sanai
under the Finance Lease Agreement; and (i) Fujian Sanai had
failed to pay the rent payable under the Finance Lease
Agreement since 20 August 2017, and the Company, Lin
Ouwen and Lin Min had failed to fulfill their obligations as
guarantors. The Statement of Claim was received by the
Company in July 2019.

As such, the Plaintiff demanded, among others, that (i) Fujian
Sanai immediately pay to the Plaintiff the unpaid due rent in the
amount of RMB33,855,032.69 with the default interest accrued
thereon, undue rent in the amount of RMB47,592,982.21,
default payment in the amount of RMB4,759,298.22 (being 10%
of the undue rent), the legal fees in the amount of RMB800,000,
the retention purchase price of RMB100 and the cost incurred in
relation to the Litigation; and (ii) the Company, Lin Ouwen and
Lin Min be jointly liable for the debts owed by Fujian Sanai under
the Finance Lease Agreement.

*

The English translation of the name is for reference only.
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Notes to the Consolidated Financial Statements

For the year ended 31 December 2023 #HE_Z —

LITIGATIONS (Continued)

The Plaintiff also submitted to the Intermediate People’s Court a
copy of the alleged minutes of the Board meeting (the “Board
Meeting”) held on 22 March 2016 on which resolutions (the
“Resolutions”) were passed to approve, inter alia, the provision
of the Guarantee by the Company. However, only two of the
then Directors, Lin Ouwen and Lin Qingping, were shown to
have attended and voted on the Resolutions.

Pursuant to the Judgement, among other things, Fujian Sanai
shall, within ten days of the Judgement, pay to the Plaintiff the
unpaid due rent under the Finance Lease Agreement in the
amount of RMB33,855,032.69 with the default interest accrued
thereon, the accelerated due rent under the Finance Lease
Agreement in the amount of RMB47,592,982.21, the default
payment in the amount of RMB4,759,298.22, the retention
purchase price of RMB100, the legal fees in the amount of
RMB800,000, the announcement fees in the amount of
RMB2,650, the preservation insurance fees in the amount of
RMB175,636.06 and the preservation fees in the amount of
RMB5,000 (collectively the “Litigation Amount”); and the
Company, Lin Ouwen and Lin Min shall be jointly liable for the
Litigation Amount, and they are entitled to claim against Fujian
Sanai after discharging of such joint liabilities.

As referred to the announcement of the Company dated 4
February 2021, the Company has lodged an appeal (the
“Appeal”’) against the Judgement to 3t R = & A RERT (the
Higher People’s Court of Beijing*) (the “Higher People’s Court”)
on 22 January 2021.

Pursuant to the Appeal, the Company has pleaded to the Higher
People’s Court to rule that the Finance Lease Agreement and
the Guarantee were invalid, and to reject all of the Plaintiff's
claims.

The Company has received a civil judgement dated 18
December 2023 (the “Civil Judgement”) on the Appeal from the
Higher People’s Court. Pursuant to the Civil Judgement, among
other things, () the judgement of the Intermediate Court was
dismissed; and (ii) the case was returned to the Intermediate
People’s Court for retrial (the “Retrial”).

*

The English translation of the name is for reference only.
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For the year ended 31 December 2023 #HE—ZT—_=F+-_A=+—HIFE

38.

39.

LITIGATIONS (Continued)

Up to the date of approving the consolidated financial
statements, the date of hearing from the Intermediate People’s
Court has yet to be fixed.

Details of the litigation were disclosed in the Company’s
announcements dated 18 January 2021, 4 February 2021, 1
June 2023 and 19 December 2023.

The directors of the Company are of the view that no provision
should be provided concerning the Litigation as at 31 December
2023 and 2022 in light of the basis as stated in the Appeal.
However, the result of the Retrial was not yet available up to the
date of approving the consolidated financial statements, which
led to the uncertainties on the extent and financial impact arising
from the Litigation on the consolidated financial statements of
the Group.

EVENT AFTER THE END OF THE REPORTING
PERIOD

On 1 March 2024, Beijing Bafuluo Technology Co., Ltd.* (1t
Bk Z& R ER A7) (“Beijing Bafuluo”), a wholly-owned
subsidiary of the Company, as the purchaser, entered into a
sales and purchase agreement with an independent third party
named Mr. Xie Haijing, as the vendor, to acquire 51% of equity
interests in Beijing Hangyang Health Technology Co., Ltd.* (1t
FEFERER AR RQA) (“Beijing Hangyang”’) at a
consideration of RMB33.15 million which shall be settled by
cash (the “Beijing Hangyang Acquisition”). The principal activities
of Beijing Hangyang are research, production and sales of health
products, functional foods and skincare products in the field of
soft capsule dosage form. The Group’s management considers
that the Beijing Hangyang Acquisition will enable the Group to
diversify the product portfolio, widen the geographical coverage
of products and lower the concentration risk in the procurement
of raw materials of the pharmaceutical and healthcare products
business. The Beijing Hangyang Acquisition was not yet
completed up to the date of approving the consolidated financial
statements.

For further details, please refer to the announcements of the
Company dated 1 March and 18 March 2024.

*

The English translation of the name is for reference only.
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Five-Year Financial Summary

AFMBERE

RESULTS E 35

Year ended 31 December

BETZA=T-HIERE

2019 2020 2021 2022 2023
—E-NF —EC-EE S+ —ECCE —E-=&
RMB'000 RMB'000 RMB’000 RMB’000 RMB’000

ARETL ARETL ARETT ARETL ARBTR

Continuing operations RFESEXY
Revenue 6 81,854 121,404 67,608 175,923 122,098
Cost of sales HEKR (79,742) (90,483) (27,053 (84,248) (86,913)
Gross profit E7 2,112 30,921 40,555 91,675 35,185
Other income and other gain, net Hip AR E ki 55 2,678 799 777 2919 7,004
Distribution costs DHRA (248) (2,909) (638) (1,602) (780)
Administrative expenses THER (25,602) (11,933) (15,085) (35,265) (16,941)
Other loss on assets BEEMESR (18,970) (225) (109) (164) (52)
Finance costs BIBRR 1) - - (1,792) (2,052)
(Lossy/profit before tex BB (BR),/ 8 (40,057) 16,653 25,500 55,771 22,364
Income tax credit/(expense) FiEREs/ (Fx) 444 (5,161) (8,625) (20,574) (8,997)
(Loss)/profit for the year from continuing operations £ &84 £ KER (8) /% F (39,613) 11,402 16,875 35,197 13,367
Discontinued operation BRILER
Profit for the year from discontinued operation 24 1F B EREF 148,093 - - - -
Profit for the year EREF 108,480 11,492 16,875 35,197 13,367
Attributable to: THALELS:
Owners of the Company KRAREBA
— (Loss)/profit from continuing operations - BELEEE (BB &7 (39,141) 6,422 9,025 29,217 18,633
— Profit from discontinued operation - BEREEBET 148,093 - - - =
Profit attributable to owners of the Company ~ A2 Bl#H A &R 108,952 6,422 9,025 29,217 18,633
Non-controling interests IR R
— (Loss)/profit from continuing operations - BEREER (BB &7 (472) 5,070 7,850 5,980 (5,266)
(Loss)/profit attributable to FERBHEL (558) %A

non-controlling interests (472) 5,070 7,850 5,980 (5,266)
Profit attributable to EAREE AEEET

owners of the Company 108,480 11,492 16,875 35,197 13,367
Dividend paid BERERE - - - - -

CERREXEERRAR s — T =FFERE 159
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Five-Year Financial Summary

AFMBHE

(Loss)/eamings per share 5k (F8R)/BA
Basic ER
— from continuing and discontinued operations ~ — X2 REKIEEH

— from continuing operations - BELREEE

— from discontinued operation - BRIEER

Diluted B3

— from continuing and discontinued operations ~ — &S E KB K IEEK
— from continuing operations i

— from discontinued operation —BHIEEE

ASSETS AND LIABILITIES

Total assets BEE
Total liabiliies weE
Net assets BEFE

Year ended 31 December

BET-A=T-HILEE

2019 2020 2021 2022 2023

“E-NF Sk 3 bt Sl 3 —EC-CF —B-cE&

RMB'000 RMB'000 RMB’000 RMB'000 RMB’000

ARETT ARETR ARETFT AREFT ARBTT
RMB3.5 cent RMBO.2 cent RMBO.3 cent RMB0.95 cent  RMB0.58 cent
AR¥35% AR¥025 AR®03%  ARMK0955  AR¥058%
RMB(1.3) cent RMBO0.2 cent RMBO.3cent ~ RMB0.95cent  RMBO.58 cent
AR¥(1.95 ARE0.25 ARE03D AR¥0955  AR¥058%
RMB4.8 cent - - - -

AR¥485
RMB3.5 cent RMBO0.2 cent RMBO.3cent  RMBO0.89cent  RMBO0.51 cent
ARB35%  AR029  AR¥03%  AR¥089H  ARM051%
RMB(1.3) cent RMBO0.2 cent RMBO.3cent ~ RMB0.89cent  RMBO0.51 cent
ARE1YS  ARK02H  ARE03D  ARK0895  ARK051%
RMB4.8 cent - - - -
AR¥485
EERARE
As at 31 December
R+ZA=+—H

2019 2020 2021 2022 2023
“E-NEF —E-FE —T--F —E-CF —E-=f
RMB'000 RMB’000 RMB'000 RMB'000 RMB’000
ARETR ARETFT AREFT AREFT ARBTR
253,370 290,650 311,237 384,819 383,440
(65,804) (89,125) (91,686) (128,742) (113,769)
187,566 201,525 219,551 256,077 269,671

Sanai Health Industry Group Company Limited e Annual Report 2023



€5»

Sanai Health Industry Group Company Limited
CEREEXERABRAT



	Cover
	Contents
	Corporate Information
	Management Discussion and Analysis
	Corporate Governance Report
	Directors' Biographies
	Directors' Report
	Independent Auditor's Report
	Consolidated Statement of Profit or Loss
	Consolidated Statement of Profit or Loss and Other Comprehensive Income
	Consolidated Statement of Financial Position
	Consolidated Statement of Changes in Equity
	Consolidated Statement of Cash Flows
	Notes to the Consolidated Financial Statements
	Five-Year Financial Summary
	Back Cover



