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China Resources Pharmaceutical Group Limited

China Resources Pharmaceutical Group Limited (stock code: 3320) is
a leading integrated pharmaceutical company in China. Our business
spans across manufacturing, distribution and retail of pharmaceutical
and healthcare products. Since the establishment in 2007, the Group has
developed into one of the fifth largest pharmaceutical manufacturers and
the one of the third largest pharmaceutical distributors (by revenue) in
China. In October 2016, the Company successfully completed its global
offering in Hong Kong. Since its listing, the Company has been included
in a number of capital market indexes such as MSCI China Index, FTSE
Global Large Cap Index, constituent stock of Hang Seng Composite Large
Cap Index and Hang Seng Corporate Sustainability Index, reflecting a
global recognition by the international capital markets on the Group’s
business performance, growth potential, market capitalization, and share
liquidity.

Our manufacturing business encompasses the research and development,
manufacturing and sale of pharmaceutical products. We manufacture
more than 540 products comprising chemical drugs, Chinese medicines
and biopharmaceutical drugs as well as nutritional and healthcare
products, covering a wide range of therapeutic areas including
cardiovascular, alimentary tract and metabolism, large-volume IV infusion,
pediatrics, respiratory system etc.. Besides, we own a series of strong,
well-known brands including “999”, “Dong-E-E-Jiao (B FifJ &) ”,
“Double-Crane (#%8) ", “Zizhu (577) ”, and “Jiangzhong (JTH)".

We operate a national distribution network comprising 178 logistics
centers strategically across 28 provinces, municipalities and autonomous
regions in China. Leveraging our comprehensive product portfolio and
wide distribution networks, we directly distribute products to hospitals
and other medical institutions across the country. In addition, we operate
one of the largest retail pharmacy networks in China, comprising over
850 pharmacies under national or regional premium brands — “CR Care
(EEME) ", and "Teck Soon Hong (Z{=77) ".

Interim Report 2020
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Corporate Information

BOARD OF DIRECTORS

Chairman and non-executive Director
Mr. WANG Chuncheng

Executive Director and Chief Executive Officer
Mr. HAN Yuewei

Executive Director and Vice Chairman
Mr. LI Xiangming

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

Non-executive Directors
Mr. YU Zhongliang

Mdm. GUO Wei

Mr. WANG Shouye

Mr. LYU Ruizhi

Independent non-executive Directors
Mdm. SHING Mo Han Yvonne

Mr. KWOK Kin Fun

Mr. FU Tingmei

Mr. ZHANG Kejian

AUDIT COMMITTEE

Mdm. SHING Mo Han Yvonne (Chairman)
Mdm. GUO Wei

Mr. LYU Ruizhi

Mr. KWOK Kin Fun

Mr. FU Tingmei

Mr. ZHANG Kejian

NOMINATION COMMITTEE

Mr. WANG Chuncheng (Chairman)
Mdm. SHING Mo Han Yvonne

Mr. KWOK Kin Fun

Mr. FU Tingmei

Mr. ZHANG Kejian

REMUNERATION COMMITTEE

Mr. KWOK Kin Fun (Chairman)
Mdm. GUO Wei

Mdm. SHING Mo Han Yvonne
Mr. FU Tingmei

Mr. ZHANG Kejian
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CORPORATE GOVERNANCE COMMITTEE

Mr. FU Tingmei (Chairman)
Mr. HAN Yuewei

Mdm. WENG Jingwen

Mdm. SHING Mo Han Yvonne
Mr. KWOK Kin Fun

Mr. ZHANG Kejian

EXECUTIVE COMMITTEE

Mr. HAN Yuewei (Chairman)
Mr. LI Xiangming
Mdm. WENG Jingwen

AUTHORIZED REPRESENTATIVES

Mr. HAN Yuewei
Mdm. WENG Jingwen

COMPANY SECRETARY
Mr. LO Chi Lik Peter

LEGAL ADVISORS

Clifford Chance
Jia Yuan Law Offices

AUDITOR
Ernst & Young

REGISTERED OFFICE

41/F, China Resources Building
26 Harbour Road

Wanchai

Hong Kong

HEAD OFFICE AND PRINCIPAL PLACE OF
BUSINESS IN HONG KONG

Room 4104-05

41/F, China Resources Building
26 Harbour Road

Wanchai

Hong Kong
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Corporate Information

SHARE REGISTRAR

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

Hong Kong

PRINCIPAL BANKERS

Agricultural Bank of China Ltd., Hong Kong Branch
Agricultural Bank of China Beisanhuan Sub-Branch Beijing
Banco Santander, S.A. Hong Kong Branch

Bank of China (Hong Kong) Limited

China Construction Bank (Asia) Corporation Limited

China Construction Bank Beijing Railway Branch

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

Industrial and Commercial Bank of China Wangfujing Branch
ING Bank N.V.

Mizuho Bank, Ltd., Hong Kong Branch

MUFG Bank, Ltd., Hong Kong Branch

Natixis Hong Kong Branch

Overseas-Chinese Banking Corporation Limited

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

Westpac Banking Corporation

INVESTOR RELATIONS

Strategic Financial Relations Limited

COMPANY'S WEBSITE

http://www.crpharm.com

STOCK CODE
3320
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Definitions

MAREBMEN  BRXESEMEIN TFHIFEE  In this interim report, the following expressions shall have the following

BEHUTHRE: meanings unless the context indicates otherwises:
[RERBFARE] RRARREBFARE
“"AGM” annual general meeting of the Company

[AZERAR ]

“Articles of Association”

RRABRZE-—RFERAAZTELFIIRARRRANABERME (KT
f&&T)

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

[EEg ] o=

“Board” board of Directors

[t REEHR ] IREBEERGEEEERL —KRFBREMRIHOBRERE  BEMIEE
[

“BSCOMC” Beijing State-Owned Capital Operation And Management Center (1t RE A&
KIEEEIEFR L), a state-owned enterprise incorporated in the PRC and our
substantial Shareholder

[EER~FE ] TR BB S+ E ey 1 B Ve <P A

“CG Code” Corporate Governance Code as set out in Appendix 14 to the Listing Rules

[ E REARENE AR BRENS  TREES RFISNTHE RS E

“China” or “"PRC"

People’s Republic of China, excluding, for the purposes of this interim report only,
Hong Kong, Macau SAR and Taiwan

[RAF [ EHEE]

“Company"” or “CR Pharmaceutical”

EHBEEEBARIQT
China Resources Pharmaceutical Group Limited

-5 20

“CR Double-Crane”

EHEBREEROHBRAR —KBEFREVEEZTMK BN AR EROE L
BEELZ S LT (AR A 600062)  WAKAF ZIEEEME QR
China Resources Double-Crane Pharmaceutical Company Limited (%= E& AR B %
&3 B BRA 7)), a company incorporated under the laws of the PRC, the shares
of which are listed on the Shanghai Stock Exchange (stock code: 600062) and a
non-wholly-owned subsidiary of the Company

[EH&EHE ]

"“CR Holdings"

EH (KB BERIE —FKREBTMKUNEBERAR REBERGOZENE
YNCIDSE AT T &

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

06  China Resources Pharmaceutical Group Limited
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Definitions

[E R0 EEBROBR AR —KRPBEKIZARDERDFLARMAZERRER

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

[FEBEIREE] ERIPHEEEEREEAR —KRPFEKZHRR " BLH ERHOER

“CR Jiangzhong Group”

R WRARRRZIFEENE LA

China Resources Jiangzhong Pharmaceutical Group Co., Ltd. ( F5E TP &L &L [E
BBREME2AA), a company established in the PRC, the controlling shareholder
of Jiangzhong Pharmaceutical and a non-wholly-owned subsidiary of the
Company

[EB=A

“CR Sanjiu”

ER-NBERMERAR —KBEFBUEEFTMA LA AR ERHER
YFEHZ ST L™ (D A5R:000999) @ WAARAG ZIEZENBE AR
China Resources Sanjiu Medical & Pharmaceutical Company Limited (#8 = J1
BT (AR /AR ), a company incorporated under the laws of the PRC, the
shares of which are listed on the Shenzhen Stock Exchange (stock code: 000999)
and a non-wholly-owned subsidiary of the Company

[E%

“Director(s)”

KRBES

director(s) of the Company

[ SR Fa F 12

“Dong-E-E-Jiao”

HOFIBERMDAR AR —KIBEFRBAZEMATARR D EFRYIE
HFR G LT (RS :000423) WAEARG ZIEZENB AR
Dong-E-E-Jiao Company Limited (R BRHBR A F), a company
incorporated under the laws of the PRC, the shares of which are listed on the
Shenzhen Stock Exchange (stock code: 000423) and a non-wholly-owned
subsidiary of the Company

[ 5HE ] RRT R EK B R F
“Group” the Company and its subsidiaries
(&% HEEEFIITHE

“Hong Kong"”

the Hong Kong SAR of the PRC

—EoTERREE PPEESEARAR 07



Definitions

[ g

“Jiangzhong Pharmaceutical”

THREZRNERAR —KRFABKZHAR] ERNE B FR S L
M (B 5% : 600750) @ W AZERIHEE 22BN E LA

Jiangzhong Pharmaceutical Co., Ltd. CTHEZER(H AR A F]), a company
established in the PRC, the shares of which are listed on the Shanghai Stock
Exchange (stock code: 600750) and a non-wholly-owned subsidiary of CR
Jiangzhong Group

[ LR

“Listing Rules”

B A E S AR R (R TERHERT)
the Rules Governing the Listing of Securities on the Stock Exchange (as amended
from time to time)

(@3 A
“Model Code”

FHRBIM ST AAEE BT AE ST ETRE SR HNIRLETL
Model Code for Securities Transactions by Directors of Listed Issuers as set out in
Appendix 10 to the Listing Rules

& HE
“Reporting Period”

HE_Z-_ZHFA=+AHILNEAR
the six months ended 30 June 2020

[ RI1THE
“SAR"

B Y 4 Bl T R R
Special Administrative Region of the PRC

[ (RERBERKRLD |

FREPIESTIEEF M AE GRS (K REER])

“SFO" the Securities and Futures Ordinance (Chapter 571 of the laws of Hong Kong) (as
amended from time to time)
&l PN S0
“Share(s)” share(s) of the Company
[BRER ] ZA/NEIEC SV ESZE DN
“Shareholder(s)” holder(s) of Shares of the Company
[ B 32 BEBEXSMBRAT
“Stock Exchange” The Stock Exchange of Hong Kong Limited
(BB BT BAEEEE
“HK$ or HKD* Hong Kong Dollars, the lawful currency of Hong Kong
[AR®] AR FBUEEE®
“RMB" Renminbi Yuan, the lawful currency of China
%] ET EXBUEAEEH
"US$ or USD” United States Dollars, the lawful currency of the United States of America
[% | Ese
%" per cent
EAPHBEN RPBEKINARINERS In the event of any inconsistency in the Chinese and English versions

BIERNPXRBEAELGEZWNMAEME of the names of the PRC established companies or entities, laws or

& BATRBRE-

regulations in this interim report, the Chinese version shall prevail.

08  China Resources Pharmaceutical Group Limited Interim Report 2020
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Management Discussion and Analysis
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INDUSTRY OVERVIEW

Since the beginning of 2020, the COVID-19 pandemic and the prevention
and control measures taken by countries to combat the pandemic caused
the economic activities come to a “standstill”, the World Bank released
the “Global Economic Outlook” report on June 8, local time, predicting
that by 2020 the global economy is expected to contract by 5.2%, the
economies of developed countries will shrink by 7%, emerging markets
and developing economies will decline by 2.5%, with the global economy
contracting at its lowest level since World War Il. The World Bank’s latest
estimate for China’s economy is about 1% growth for the year, and while
the rate of growth has declined significantly, only China’s economy has
maintained positive growth among the major economies. China’s GDP fell
6.8% year-on-year in the first quarter, the first time in nearly 20 years that
a single quarter had negative growth. In the first half of the year, with
the Chinese government continuously working on pandemic control and
economic and social development, China’s economy gradually overcame
the adverse impact of the pandemic, the economic performance showed
resilient growth and steady recovery, further highlighting the resilience
and vitality of development. Domestic GDP declined by 1.6% in the first
half of the year and achieved year-on-year GDP growth of 3.2% in the
second quarter.

In the post-pandemic era, under the catalyst of demand, policy,
technology, capital, and other factors, the development room of the
pharmaceutical and health industry is broad and its attractiveness
is obviously enhanced. In the capital market, the share prices of
pharmaceutical stocks have reached record highs; the industry chain
and market pattern are being reshaped at an accelerated pace; the
business model and competitive landscape of enterprises are undergoing
significant changes.

With the advancement of the information platform construction of
medical institutions, commercial retail enterprises, medical insurance,
and other sectors, the online digital development of the “medical +
drug + insurance” chain has further diversified consumers’ medical
treatment, drug purchase, and payment scenarios, and put forward new
requirements for the digital operation capabilities and business model
innovation of enterprises.

Consistency evaluation and centralised procurement have driven the
generic drug industry elimination continues to escalate. The sustainable
development of enterprises is facing great challenges. Reconstruction of
generic drug market competitiveness and acceleration of innovative drug
layout have become the strategic theme of enterprises. The introduction
of the "Opinions of the CPC Central Committee and State Council on
Promoting the Inheritance, Innovation, and Development of Chinese
Medicine” has been expected to be a turning point in the development
of Chinese medicine; the COVID-19 pandemic has also become a strong
impetus for the development of Chinese medicine, and it is predicted that
the next three years will be the window period for the implementation
of Chinese medicine policies and industrial reform; Biological markets
developed rapidly, while medical device market size has been growing at
a compound annual growth rate of more than 20% in the past five years,
these two industries have become the golden track for leading enterprises
to layout.

IO TERERE EEREEEARAR S 09
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REVENUE

GROUP RESULTS

In the first half of 2020, the Group proactively responded to policy
changes and market challenges while motivating the implementation of
the company's strategy to steadily continue its merger and acquisition
activities and improve business development across the industry. The
Group upgraded its research and development (R&D) system, boosted
its business structures and product portfolios, and enhanced operational
management. During the Reporting Period, affected by the novel
coronavirus (COVID-19) pandemic, the Group recorded a total revenue
of HK$89,387.1 million, representing a year-on-year decrease of 12.3%
from the HK$101,923.0 million in the first half of 2019 (representing a
year-on-year decrease of 8.1% in terms of RMB). In the first half of 2020,
the revenue of the three major business segments, namely pharmaceutical
manufacturing, pharmaceutical distribution and pharmaceutical retail
businesses, accounted for 14.0%, 82.5% and 3.3% of the total revenue,
respectively.

During the Reporting Period, the Group recorded a gross profit
of HK$14,866.8 million, representing a 14.7% decrease from the
HK$17,433.6 million in the first half of 2019 (representing a year-on-year
decrease of 10.7% in terms of RMB). The overall gross profit margin was
16.6%, representing a decrease of 0.5 percentage points over 17.1% in
the first half of 2019. This was primarily due to a combination of a decline
in revenue in the pharmaceutical manufacturing business, which has a
relatively high gross margin, outpacing the pharmaceutical distribution
business, and a decrease in average gross margin in the pharmaceutical
manufacturing business during the Reporting Period.

PROFIT ATTRIBUTABLE TO OWNERS
OF THE COMPANY

BEEE W HKD 12.3% BEEE W HKD 15.1%
HK$ million HK$ million
120,000 — 4,000 —
101,923

15,790 . 89 387
90,000 — ’- 12,544
60,000 — 2,000 —
30,000 —

2,946 2,992

93 93

0 0

1H2019 1H2020

B %2 Manufacturing
B =% Retail

10 China Resources Pharmaceutical Group Limited
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Management Discussion and Analysis

In the first half of 2020, the Group recorded a profit attributable to
owners of the Company of HK$2,577.2 million, representing a decrease
of 15.1% when compared with that of HK$3,035.4 million in the first
half of 2019 (representing a year-on-year decrease of 11.1% in terms
of RMB). Excluding the impact of one-off items including the disposal of
Shenzhen Sanjiu Hospital Co., Ltd. CRIITT = NEFRABR A A]), profit
attributable to owners of the Group achieved a year-on-year growth
of 7.9% (year-on-year growth of 13.0% in terms of RMB) during the
Reporting Period. Basic earnings per share were HK$0.41 in the first half
of 2020 (HK$0.48 in the first half of 2019).

1. Pharmaceutical Manufacturing Business

The Group’s pharmaceutical manufacturing business focused on its
core areas and core products, continuously enriched and optimised
its product portfolio, accelerated the introduction and launch of
new products, strengthened its professional academic promotion
capabilities, promoted industrial transformation and upgrading,
built product quality and cost advantages, and expeditiously
implemented digital marketing strategies to strengthen its brand
influence and control of online and offline channels, so as to
continuously consolidate and increase its market share. During
the Reporting Period, the Group’s pharmaceutical manufacturing
business generated segment revenue of HK$13,899.7 million,
representing a year-on-year decrease of 20.0% compared with the
first half of 2019 and a decrease of 16.2% on a year-on-year basis
in term of RMB. This was mainly due to the decline in revenue from
the Group's prescription drug business as a result of the COVID-19
pandemic, as well as the impact of a decline in the performance of
Dong-E-E-Jiao following its channel inventory reduction in the first
half of 2020.

The Group's industry-leading position as China’s leading
pharmaceutical manufacturer was unaffected, even though its
segment revenue growth from the pharmaceutical manufacturing
business slowed down. The Group owns the widest coverage
of pharmaceutical products and therapeutic areas, including
chemical drugs (prescription and OTC drugs), biopharmaceutical
drugs, Traditional Chinese Medicines (“TCM") (prescription and
OTC drugs) and nutritional and healthcare products. These fully
cover all major therapeutic and disease areas, including where
great growth potential of business lies in, including cardiovascular
and cerebrovascular, alimentary tract, metabolism and endocrine,
respiratory, orthopedics, hematology, oncology, medical nutrition,
gastroenterology, pediatrics, genitourinary system, cough and cold,
anti-infection, dermatology, and therapeutic infusion solutions,
etc. In the first half of 2020, the Group manufactured over 540
products, of which 300 entered the National Reimbursement Drug
List and 143 were included in the National Essential Drug List. Over
the years, all Group’s pharmaceutical manufacturing subsidiaries
have formed professional sales and marketing teams with personnel
numbering in the thousands and established close and long-term
business partnerships with more than 100,000 medical institutions.

—EoTERERE ZHEEEEARAR 11
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REMBERNES REPEAN AEEE
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SEGMENT REVENUE
BEEE W HKD 20.0%
HK$ million
20,000 —
15,000 —
10,000 —
5,000 —
0
1H2019 1H2020
China Resources Pharmaceutical Group Limited

In terms of product categories, the revenue from sales of
prescription drugs was HK$6,783.4 million during the Reporting
Period, representing a year-on-year decrease of 24.8% as compared
to the same period last year (year-on-year decrease of 21.2% in
terms of RMB), mainly due to the decline in revenue from medical
endpoints as a result of the COVID-19 pandemic, with a more
significant decline in revenue from the anti-infective, infusion and
cardiovascular businesses. The Group’s CHC (Consumer Healthcare)
business (mainly comprising over-the-counter medicines and
healthcare products) recorded revenue of HK$6,212.8 million, a
decrease of 14.5% compared to the same period last year (year-
on-year decrease of 10.4% in terms of RMB), mainly due to the
significant decrease year-on-year in revenue from the Dong-E-E-Jiao
product line; the biologic business achieved revenue of HK$83.1
million. During the Reporting Period, revenue from the Group's
prescription drugs in therapeutic areas such as renal, psychiatric/
neurological, and glucose-lowering, as well as over-the-counter
(OTC) products in categories such as gastrointestinal, pediatric, and
cardiovascular, all achieved different levels of year-on-year growth.
In the first half of 2020, the percentage of pharmaceutical sales
revenue contributed by chemical drugs, TCM, biologics, and other
products were 49.6%, 41.0%, 0.6%, and 8.8%, respectively.

During the Reporting Period, the gross profit margin of the Group's
pharmaceutical manufacturing business was 61.3%, representing a
decrease of 2.4 percentage points as compared to the gross profit
margin of the same period last year, which was mainly due to the
reduced share of the revenue from prescription drug products which
have higher gross margin levels.
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Pharmaceutical manufacturing segment sped up the
development and launch of new products

During the Reporting Period, the Group actively mobilized the
resources of its well-known brands to launch a number of new
products on the market, which helped the manufacturing segment
maintain long-term sustainable growth.

China Resources Double-Crane Liming Pharmaceutical (Jinan) Co.,
Ltd. (EHEHBEANREE (BFm)BMR2AA), a subsidiary of CR
Double-Crane launched a new product in the field of pediatrics
— "Fetoca®” on 23 April 2020. The product is currently the only
product that has passed the drug consistency evaluation of
caffeine citrate injection in China, and is used for the treatment of
premature newborn primary apnea. It is included in the National
Medical Insurance Medicine List class B category and the National
Essential Medicines List (2018 edition). The drug will provide more
options for future clinical trials, benefit a wider range of children,
and play a positive role in promoting the vigorous development of
China’s neonatal medical care.

In the field of daily gastrointestinal medication, CR Jiangzhong
Group launched a new product “Jiangzhong Lihuo Probiotics” on 9
May 2020. All the strains of this product are from China, which is
more suitable for Chinese people’s intestinal tract and can improve
the stability of intestinal flora, prevent and treat constipation and
diarrhea, regulate the balance of intestinal flora and the steady-
state of the intestinal tract, and effectively take care of intestinal
health. After the launch of the product, it will help the Group to
further strengthen the development of multi-category products in
the field of gastrointestinal daily use drugs.

On 24 April 2020, Dong-E-E-Jiao launched its new black technology
product “Little Gold Bar Dong-E-E-Jiao Powder” with its own
innovative technology, which turned raw material into E-Jiao liquid
and then “into powder in one step”. The product is available for
sale on the new social retail platform of Dong-E-E-Jiao and has
attracted widespread attention and publicity in the market as soon
as it was launched. The product is better water-soluble, easier for
the body to absorb, and not only clearly labeled with immunity-
enhancing health care functions, but also opens the convenient and
fashionable, ready-to-drink, ready-to-nourish era of the traditional
E-Jiao. The two core patented technologies applied in the new
product, low-temperature VBD (vacuum belt drying) technology
and the preparation method of E-Jiao powder, also won the China
Patent Excellence Awards. On 14 June 2020, Dong-E-E-Jiao joined
hands with Eternal Asia to build the "Yan Nu Jiao" bird’s nest brand
to meet the 24-hour demand for bird’s nest nourishment, with the
aim of using Dong-E-E-Jiao to stimulate the effects of bird’s nest
and using bird’s nest to enhance the nourishing effect of Dong-E-E-
Jiao, achieving a 1+1>2 nourishing effect. Apart from that, during
the Reporting Period, Dong-E-E-Jiao has actively implemented
strategic transformation, rapidly transformed to digital marketing,
married offline advantageous resources, promoted online and
offline integration and mutual empowerment, to achieve the
implementation of the industrial internet in the marketing end.

IO TERERE EERESEARAR S 13
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Actively promoted external expansion and international
cooperation to fuel future long-term growth

The Group has rich experience in its M&A and strong integration
capabilities with a good track record. During the Reporting Period,
the Group actively promoted and implemented high-quality M&A,
expanded its business layout to seize the opportunities arising from
the mixed reform of state-owned enterprises, actively promoted
investment and M&A in innovative business areas, enriched product
portfolio, and integrated the resources of acquired entities with the
help of advanced management concepts and business models to
facilitate the sustainable growth of its business.

In January 2020, CR Sanjiu completed the acquisition of the 100%
equity interest in Aonuo (China) Pharmaceutical Co., Ltd. (the
“Aonuo Pharmaceutical”) at a consideration of RMB1.42 billion.
The core products of Aonuo Pharmaceutical are calcium and zinc
gluconates oral solution, vitamin C chewable tablets, and ginseng
granules. The calcium and zinc gluconates oral solution under brand
Aonuo and Jinxinjingaite, is a major calcium supplement for children
in China, with good market scale and growth potential. The
acquisition, together with the advantages of CR Sanjiu in consumer
insights, brand operation, and terminal coverage, can achieve good
synergy effects, rapidly establish leading brands and products in
children’s health and help the Group to further improve the layout
of its CHC category.

During the Reporting Period, CR Sanjiu, together with China
Resources Pharmaceutical Industrial Investment Fund LLP (£ &8 %%
EXFREESEaR ¥ (ARE%)) (the "CR Pharmaceutical
Industrial Investment Fund”) and China Resources Innovation
Fund, invested in a respiratory medicine R&D and manufacturing
company, Runsheng Pharmaceutical Co., Ltd. to obtain exclusive
sales rights in China for its asthma medicine after its launch,
and hold 18.09% of its equity shares. Via the investment, CR
Sanjiu obtained the sales rights in China for Runsheng’s product
Salmeterolotecasone powder inhaler. It will help to supplement the
gap in the field of inhalation dosage form products of CR Sanjiu. In
addition, during the Reporting Period, CR Pharmaceutical Industrial
Investment Fund increased its capital by RMB250 million and holds
31.25% of equity shares in Dongying Tiandong Pharmaceutical
Co., Ltd.(Tiandong Pharma). Products of Tiandong Pharma include
heparin sodium, Enoch heparin sodium, natch heparin sodium, and
other APIs (active pharmaceutical ingredient) and Enoch heparin
sodium injection. This investment will help the Group to expand its
business in the field of premium biochemical and high-end generics
drug businesses.

Interim Report 2020
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The Group continuously seeks international opportunities for
strategic partnership, product introduction, and joint venture
to rapidly diversify and optimize its product portfolio. During
the Reporting Period, the Group has signed 11 international
cooperation projects, covering product in-licensing, joint venture,
and technical research cooperation. Since August 2020, CR Sanjiu
and NOVO Nordisk (China) Pharmaceuticals Co., Ltd. (NOVO
Nordisk) have started to co-promote the Recombinant Human
Somatropin Injection (RHSI), Norditropin® (5 #®), by way of
contract sales in Mainland China. In this cooperation, CR Sanjiu will
be responsible for academic promotion across China whereas NOVO
Nordisk will continue the manufacturing of Norditropin® product
and providing full support. With NOVO Nordisk’s several decades
of innovation and expertise in the RHSI field, and CR Sanjiu’s strong
promotion capability in the academic sector of pediatrics field and
the extensive business network, the two parties will consolidate
their quality resources to jointly strengthen and develop the sales
network of Norditropin® and further increase the availability of the
product nationwide to facilitate the provision of quality treatment
solutions to medical professionals.

Pharmaceutical Distribution Business

In the pharmaceutical distribution business, the Group actively
responded to the impact of the pandemic as well as changes
in the market and policies, and actively participated in the
centralized procurement; expanded upstream resources in a
multi-directional manner, introduced high-quality varieties, and
continuously optimized its product portfolio; actively promoted
transformation and innovation, grasped the development
opportunity of “Internet+", and accelerated the development of the
medical device business with high market potential as well as the
e-commerce business on the basis of compliance management, and
expanded the export business of medical device.

During the Reporting Period, the Group’s pharmaceutical
distribution business achieved segment revenue of HK$75,720.8
million, representing a decrease of 10.9% compared with the
first half of 2019 and a decrease of 6.6% on a RMB basis. During
the first half of 2020, the gross profit margin of the distribution
business was 7.9%, representing an increase of 0.9 percentage
points as compared to the same period of last year, which was
mainly attributable to the faster growth of revenue from the high
margin medical device business during the Reporting Period.
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During the pandemic, due to timely response mechanism and
professional service team, China Resources Pharmaceutical
Commercial Group Company Limited (EHE s EE
fR A F]) (the "CR Pharmaceutical Commercial”), a wholly
owned subsidiary of the Company, has been identified in a
number of provinces and cities as the government’s designated
companies to provide, reserve, and supply anti-pandemic drugs
and materials, to undertake a very challenging and important task
of ensuring supply, reflecting a state-owned enterprise’s social
responsibility. During the Reporting Period, more than 70 units of
CR Pharmaceutical Commercial were included as reserve enterprises
to take over municipal governments’ emergency procurements of
pharmaceutical products. During the Reporting Period, the Group's
pharmaceutical manufacturing and distribution segments supplied
nearly RMB10 billion-worth of anti-pandemic drugs and medical
devices to pandemic-stricken areas. With the global outbreak of
the COVID-19 pandemic, the shortage of anti-pandemic supplies in
some countries and regions outside China was becoming more and
more prominent. CR Pharmaceutical Commercial set up a command
centre for the export of anti-pandemic supplies to efficiently and
extensively expand international channels to carry out the export of
anti-pandemic supplies. The Group was in touch with 17 countries,
including ltaly, South Korea, Belgium, Ireland, and the United
Kingdom, and exported relevant anti-pandemic supplies with a
value of over RMB2.1 billion during the Reporting Period.

Interim Report 2020
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During the first half of 2020, the Group continued to enhance
the introduction of quality products, actively participated in the
distribution of drugs under centralised procurement, and achieved
cooperation with a number of pharmaceutical enterprises whose
products had passed the consistency evaluation. At the same time,
the Group actively expanded upstream resources, developed new
strategic cooperation businesses, continuously accelerated the
introduction of high-quality oncology drugs and innovative drugs,
and added several distribution rights for products from MNCs
(multinational corporations), including Gilead Sciences and Abbott
Laboratories, which enriched the product portfolio of the Group’s
distribution business in the fields of blood and diagnostic reagents.
Meanwhile, the Group actively developed its e-commerce business,
and its B2B online platform “CR Pharma e-store” has gone live in
20 provinces, with an online transaction volume of RMB11 billion
during the Reporting Period, representing year-on-year growth of
24%.

The Group’s revenue related to import services increased year on
year. As an import platform at the Greater Bay Area under the
CR Pharmaceutical Commercial, CR Guangdong Pharmaceutical
Co., Ltd. (EHEREEBR A F) (the "CR Guangdong
Pharmaceutical”) has continued to leverage its advantages as
pharmaceutical import platform at the Great Bay Area, extend its
international supply chain services and explore innovative supply
chain service models with many world-renowned pharmaceutical
enterprises and medical diagnostic device companies. The Group’s
cooperation with world-renowned pharmaceutical enterprises will
provide many hospitals across the country with integrated solutions
for high-precision virus testing, including high-precision testing
reagents and an efficient and safe testing platform, promote the
screening and prevention of hepatitis B virus (HBV) and hepatitis C
virus (HCV) in China, and further extend medical terminal services to
the whole life cycle services. At present, several of Gilead Sciences’
innovative drugs for the treatment of hepatitis B, hepatitis C and
HIV/AIDS, including Vosvir, a new drug for hepatitis C that was
recently approved for marketing in China, are all solely imported
and distributed by CR Guangdong Pharmaceutical.
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The Group has vigorously pushed forward the professional
development of its medical device distribution business by
establishing a professional medical device headquarter. The Group
has established provincial independent medical device companies in
15 provinces, focusing on four major product lines: interventional
supplies, IVD in vitro diagnostics, orthopedics, and general supplies.
During the Reporting Period, the Group’s medical device distribution
business achieved revenue of nearly RMB10 billion, representing
an increase of approximately 65% as compared to the same
period of last year. The Group actively extended its business to the
production side of the medical device business and promoted joint
venture cooperation with medical device manufacturers. During
the Reporting Period, the Group promoted joint ventures and
cooperations with international SPD (Supply Processing Distribution)
professional service providers to build a professional service
company for product introduction.

Meanwhile, the Group's distribution business responded to the
trend of market restructuring by accelerating the expansion of
medical terminals, strengthening the construction of platforms
at the local and municipal levels, network sinking and primary
market penetration, promoting the development of multiple
business formats in advantageous areas and increasing the market
share of terminals. As at the end of the Reporting Period, the
Group's pharmaceutical distribution network covered 28 provinces,
municipalities and autonomous regions across the country, with
approximately 100,000 clients, including 7,362 second- and third-
class hospitals.

The Group continued to strengthen the construction of a modern
logistics system with integration, specialization, scale, and
standardization to build core competitive advantages. As at the end
of the Reporting Period, the Group's distribution business had 178
logistics centers, with main warehouses in Beijing and Shanghai; the
Guangzhou logistics warehouse of the distribution segment owns
the only bonded warehouse in Guangdong Province approved by
Guangzhou Customs and possesses a leading cold chain logistics
management system as well as third-party logistics qualification for
pharmaceuticals and medical devices. During the Reporting Period,
CR Pharmaceutical Commercial’s third-party logistics revenue
increased by more than 50% year-on-year.

Interim Report 2020
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Pharmaceutical Retail Business

In the pharmaceutical retail business, the Group has been adhering
to the strategy of distribution and retail integration, focusing on
building and improving direct-to-patient (DTP) specialty stores which
deliver high-value pharmaceutical products directly to patient,
hospital-side prescription stores, and large health stores, and
transforming to standardization, differentiation, and specialization
under the guidance of the government policy, building a
comprehensive retail operation system and vigorously promoting the
construction and development of the Group's new retail business.

During the Reporting Period, the Group’s retail pharmaceutical
business recorded revenue of HK$2,991.6 million, representing an
increase of 1.6% over the first half of 2019 (an increase of 6.4%
in terms of RMB), mainly due to accelerated prescription outflow
under the impact of the pandemic and growth in retail pharmacy
development; the gross profit margin of the retail business was
11.1%, representing a decrease of 1.5 percentage points as
compared with the same period of last year. The decrease in gross
profit margin was because price of several drugs involved in national
negotiation in DTP business decreased. The Group’s DTP business
achieved revenue of approximately RMB2.0 billion in the first half of
2020, representing an increase of approximately 4% year-on-year.
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Driven by policies such as “prescription outflow”, retail pharmacies
have shifted towards standardization and professionalization,
medical insurance resources are tilted towards premium pharmacies,
and the concentration of the retail market has accelerated. The
Group has continued to improve the hardware and software
conditions of retail pharmacies and standardized operation,
completed the full coverage of the retail ERP system and the
construction of a centralized procurement system platform, and
actively expanded the layout of DTP specialty pharmacies. As
of 30 June 2020, the Group had a total of 854 self-operated
retail pharmacies, of which the total number of DTP professional
pharmacies reached 178, covering 86 cities in the PRC.

During the pandemic period, internet-based medical services
developed rapidly while “Internet+” in the pharmaceutical industry
accelerated its development, the Group established the new
retail division and the internet medical business division during
the Reporting Period to integrate internal resources, accelerate
external cooperation and promote innovative business models. The
new retail division undertakes the planning and implementation
of B2B, B2C, 020, and other out-of-hospital internet retail
business systems. During the Reporting Period, CR Pharmaceutical
Commercial separately signed strategic cooperation agreements
with Guangdong KAD Digital Health Technology Co., Ltd. and
Chengdu Quanyuantang Pharmacy Chain Joint Stock Co., Ltd.,
and will rely on their respective pharmaceutical supply chains and
internet operation advantages to implement the new retail strategy
of “internet + pharmaceuticals”. The Group has applied internet
technology to break through the traditional model, upgraded
to a platform-based development strategy, promote continuous
self-innovation and development on the market service model
of “internet + medical + pharmaceutical + medical insurance”.
The “internet hospital + prescription circulation platform” project
has been implemented in a number of provinces. During the
Reporting Period, CR Pharmaceutical Commercial signed a strategic
cooperation agreement with Shandong Province Internet Medical
Insurance Health Group and WeDoctor. The three parties will
further promote strategic cooperation in the pharmaceutical supply
chain, internet healthcare, pharmaceutical e-commerce, and capital
operation on the basis of the original internet pharmaceutical
supply chain cooperation.

Interim Report 2020
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R&D

The Group regards to research and development innovation
as an important driving force for its long-term development
and has continuously increased its investment in research and
development. During the Reporting Period, R&D expenditure was
about HK$612.3 million. Guided by national policies, industry
technology development trends, and market demands, the Group
enhanced its core competitiveness through a combination of
generic and innovation products and focused its research and
development in the fields of the cardiovascular system, respiratory
system, anti-tumor, gastrointestinal tract, and metabolism, central
nervous system, immune system, anti-infection, hematology, and
genitourinary system. At the end of the Reporting Period, the Group
had 3 engineering technology research centers certified by the
state, 3 enterprise technology centers certified by the state, and
17 research centers certified by the provincial and municipal levels,
as well as postdoctoral research workstations with more than 940
research and development staff.

As of 30 June 2020, the Group had over 160 new products under
research, including 68 innovative drugs under research, mainly in
the fields of anti-cancer, endocrine, cardiovascular, and classical
Chinese medicine formulas. During the Reporting Period, the Group
obtained 35 patent authorizations and 66 new patent applications.
During the Reporting Period, two Class 1 new drug Pre-IND
meetings were submitted, seven products such as Linazolamide
Tablets, Apixaban Tablets, and Denogestrel Tablets submitted
production registration applications to the National Medical
Products Administration (NMPA), and two products such as Caffeine
Citrate Injection and Amlodipine Phenolsulfonic Acid Tablets
(2.5mg) obtained production approvals from the NMPA, further
enriching the quality of our product pipelines of the pharmaceutical
manufacturing business.

In February 2020, the Group was granted orphan drug status by
the US Food and Drug Administration for Idiopathic Pulmonary
Fibrosis (IPF), an innovative Class | drug, NIP292, developed by the
Group. The orphan drug status will provide the Group with various
incentives for the clinical development of drugs for rare diseases,
including tax credits for U.S. clinical trial costs, FDA fee waivers,
and a seven-year period of market exclusivity for the identified
indications after the drug is launched.
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INCLUDED

During the Reporting Period, the Group accelerated the multi-point
deployment of original biologics, improved innovative drugs, and
biosimilars, and comprehensively balanced the mid- and long-term
R&D risks and values of the projects under research. Currently, our
biopharmaceutical business has three products (Baijieyi, Ruitongli,
and Jialinhao) in the market, of which Ritongli has been included
in the National Reimbursement Drug List, and researches on its
new indications for acute stroke and acute pulmonary embolism
are currently in the clinical phase Il stage. Another clinical study
application submitted to the NMPA to expand the new indication,
deep vein thrombosis, was approved. As at the end of the Reporting
Period, the Group had 14 biological drugs under research, of which
7 were bio-innovation drugs focusing on therapeutic areas such as
anti-tumor, immune and endocrine.

The Group attaches great importance to and promotes the
consistency evaluation of the quality and efficacy of generic drugs
through multiple channels. By the end of the Reporting Period,
more than 64 projects had been carried out for consistency
evaluation, more than 10 projects had undergone bioequivalence
clinical trials, including sodium valproate tablets, irbesartan
dispersible tablets, fluconazole sodium chloride injection, mannitol
sodium chloride injection, and allopurinol tablets have completed
for the application. Montmorillonite powder, valsartan capsule,
and mifepristone tablets have passed the consistency evaluation.
Benefiting from the great attention and smooth progress of the
consistency evaluation project, a total of three products, namely
terazosin hydrochloride tablets, azithromycin tablets, and chewable
magnesium-aluminum carbonate tablets, were included in the list
of the second batch centralized procurement. The three products
achieved a total sales revenue of approximately RMB50 million
during the Reporting Period, bringing new growth drivers to the
development of the pharmaceutical manufacturing segment.

IN THE HANG SENG LARGE-MID

CAP VALUE 50 INDEX

=

FERTNE RAREEXBAIE

On 18 May 2020, the Company was officially included in the Hang Seng

ERPEREESOREH - ZRIEHRIELERA
BRARRAA+N\BELORERERZ—
ERMSOERE LTABERSBERTOH
HARB IR AR B AR O B RE R 3R » AR R A X
BEC R T ARBETEPELMMIIARZ

DEF N

Large-Mid Cap Value 50 Index. The index is one of two new indices
launched by Hang Seng Indexes Company Limited on 18 May 2020 and is
designed to reflect the overall performance of 50 Hong Kong-listed large
and mid-cap stocks with the highest value scores. The inclusion of the
Company in the index reflects the Group's leading position in the industry
and its core competencies.
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OUTLOOK AND FUTURE STRATEGIES

The year 2020 is the final year of the "13th Five-Year Plan’, and a key year
for the transformation and upgrading of the pharmaceutical industry and
the restructuring of its competitive landscape. China’s pharmaceutical
industry has entered an era of accelerated reform, with great market
potential, a continuous trend of consolidation, and growing industry
concentration. Encircling the development objectives of the ‘13th Five-
Year Plan’, the Group, as a leading large-scale pharmaceutical group
with an integrated layout, has taken “Innovation and Transformation,
Quality and Development” as its work theme this year, accelerated the
pace of innovation and transformation, and leveraged the core edge of
each business segment. In view of the current competitive environment,
market challenges, and development objectives, the Group has conducted
comprehensive discussions on the strategic direction, business selection,
competitive strategies, and development initiatives via multiple methods,
including expert interviews, external researches, internal seminars, and
case studies. The Group compared itself with benchmarking companies
after looking into the latter's development strategy and initiatives,
and systematically reviewed its core capabilities, interpreted industry
policies, and intended to accurately judge industry trends and explore
development opportunities in new areas of business areas, so as to
comprehensively promote the formulation of the ‘14th Five-Year Plan’
strategy.

The Group will actively plan for the core areas and core segments in
the industrial chain, continuously increase investment in R&D and strive
to achieve breakthroughs in R&D innovation; accelerate its pace in the
introduction of new products and strengthen international cooperation,
and on the basis of compliance and trustworthiness, strengthen external
mergers and acquisitions efforts, pay close attention to investment
opportunities in innovative fields, and explore breakthroughs in
investment methods; continuously optimize resource allocation, and
vigorously seek and implement synergies between business segments;
accelerate improvements to intelligent manufacturing and industrial
upgrading, adjust its business structure and push forward business
transformation; reinforce management fundamentals, and encourage
innovative models and improve development quality, so as to achieve
long-term steady and sustainable development, lay a solid foundation
for the development of the “14th Five-Year Plan”, continuously improve
the Group’s core competitiveness and continuously create and enhance
investment value and returns for shareholders. Meanwhile, the Group will
seize the development opportunities in the Greater Bay Area and actively
integrate itself into the construction of the Greater Bay Area in areas of
the massive health industry, technological innovation, and international
cooperation.
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China Resources Pharmaceutical Group Limited

Strengthening R&D innovation, optimising the
innovative R&D system, building an innovative and
technological platform for biopharmaceutical drugs,
and accelerating the acquisition of high-quality
products

The Group will seize on good opportunities for national
pharmaceutical innovation and development to increase R&D
investment and innovation to achieve the ‘four breakthroughs’
of R&D innovation and investment, R&D talent team building,
assessment and incentive mechanisms, and innovation models.
These include, but are not limited to:

o Increasing the proportion of the Group's total R&D investment
to revenue;

o Focusing on high-quality R&D projects such as chemical
innovative drugs, classic TCM prescriptions, and biological
drugs. Actively expanding product acquisition channels
and continuing to enrich R&D pipelines in anti-tumour,
immunotherapy, cardiovascular, central nervous and
respiratory systems;

o Speeding up the introduction of R&D professionals,
strengthening the construction of R&D teams, enhancing
R&D capabilities, accelerating the transition to independent
innovation strategies;

o Speeding up the establishment of the biopharmaceutical
segment, aiming at innovative drugs as long-term
development aim, integrating advantage resources,
continuously forging platforms of research, manufacture,
and marketing, with an eye on the clinical demands that
haven't been satisfied, focusing on recombinant protein and
monoclonal antibody products, and leveraging on the Group’s
mature capabilities in the industrial chain and commercial
industry;

o Developing high-end drug technologies, products with
advance synthesis technology and special packaging, and
establishing differentiated technological platforms such as
oral sustained-release drugs, inhalants, and injection emulsion
drugs;

Interim Report 2020
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Management Discussion and Analysis

o Promoting the construction of TCM innovation and generic
drug differentiation technology platforms (TCM, Innovative
Medicine and Health Medicine Research Institute); Enhancing
the efficacy and clinical forensic medical research of the
Group’s TCM and famous and classic prescriptions (including
formula granules and Dong-E-E-Jiao), and consolidating the
application basis of TCM products.

Focusing on core areas, strengthening brand
advantages, enriching product portfolios, and
promoting the transformation and upgrading of the
pharmaceutical manufacturing business

The Group will adapt to policy changes and structural market
adjustments by coping with the impact of such factors as
centralised procurement, health insurance cost control, and
consistency evaluations, and promote the transformation and
upgrading of the pharmaceutical manufacturing business. These
include, but are not limited to:

o R&D will focus on a combination of generic and innovative
drugs, gradually leaping into improved new and innovative
drugs. Upgrading R&D support facilities, exploring diversified
incentive mechanisms and building laboratories in compliance
with national standards;

o Paying continuous attention to changes in the disease
spectrum, focusing on areas such as chronic disease, specialty,
cardiovascular, anti-tumour, central nervous system and
respiratory system, and enriching the product portfolios for
chronic disease, specialty and infusion businesses;

o Transforming production to low-cost, large-scale and high-
quality, creating cost advantages through the entire industrial
chain, and quickly promoting the integration and automation
of production bases;

o Utilising and enhancing the Group’s brand advantages in the
CHC sector, strengthening brand-building and product line
expansion in core categories, accelerating and strengthening
international cooperation with foreign high-quality
OTC products and original generic drug pharmaceutical
manufacturers, accelerating the upgrading of products and
promoting the continued growth of core businesses;

o Complying with the industry trend, deepening the integration
of resources in the chronic disease sector, promoting product
participation in centralised procurement, actively planing for
the retail market and cultivating marketing capabilities that
adapt to industry changes;
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o Grasping the development opportunities of the state to
support the TCM industry, exploring famous and classical
Chinese medicine prescriptions, promoting the distribution of
the entire TCM industrial chain, integrating the advantages of
CR Jiangzhong Group while accelerating the development of
the healthcare business.

Sharpening the competitive edge, optimising the
business structure, forging a smart pharmaceutical
supply chain service provider, and realising the
transition from traditional distribution business to an
intelligent and professional integrated service provider
On the basis of extending its geographical presence across
the nation, the Group will continue to deepen its business
development, accelerate its penetration into primary medical and
retail terminals, sharpen the competitive edge, and promote the
transition of the Group's pharmaceutical distribution business
away from the traditional distribution business to an intelligent
and professional integrated service provider. This will enhance the
Group's comprehensive service capabilities, including:

o Actively assisting upstream manufacturers in providing
differentiated services such as tendering, market access and
terminal development to enhance their adhesiveness;

o Providing products and services for medical terminals, assist
in designing integrated solutions for intelligent supply chain
management and hospital logistics through information and
professional services;

o Establishing a new retail business division, providing end-
users with diverse low-cost specialist medical services such
as remote diagnosis and home delivery of medicines through
the internet, increasing the convenience and accessibility of
services.

Meanwhile, the Group will further optimise the product variety and
business structure, make progress in the professional distribution of
medical device and build an import business platform for innovative
port-to-terminal services. It will strengthen operation efficiency
and quality, accelerate logistics construction. Speeding up the
development of third-party logistics business, vigorously promoting
innovative business models such as DTP, CR Pharma e-Store, etc,,
while consolidating the market-leading position as a comprehensive
solution provider in the pharmaceutical supply chain.

Interim Report 2020
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Expediting mergers and acquisitions, consolidating
competitive advantages and business growth

Mergers and acquisitions have always been one of the key
engines of the Group's rapid development. The Group will take
advantage of opportunities for integration and concentration in
the Chinese pharmaceutical industry by accelerating its mergers
and acquisitions, especially to expand the layout in multiple areas
such as blood products, vaccines, and diagnostic reagents. We will
leverage on the advantages of the Group’s resources integration
by actively taking advantage of the mixed reform opportunities of
premium state-owned enterprises, especially large-scale integrated
projects. Meanwhile, by expanding the scope of mergers and
acquisitions, we can explore new ways of product and service
innovation. Based on the characteristics of innovative enterprises in
the industry, the Group will strive to obtain the distribution rights of
its products through various methods of strategic equity investment,
internal and external capital cooperation, and others. This will
further expand the Group's business scale and improve business
growth.

The Group is keenly aware of the opportunities arising from
increasing market concentration in medical device distribution
and will achieve external growth through strategic mergers and
acquisitions. It will accelerate the acquisition of quality resources
and achieve forward-looking business deployment and stimulate
business growth by leveraging its pharmaceutical industrial fund
in biopharmaceutical and innovative drugs and other areas. For
the pharmaceutical manufacturing business, the Group will target
companies with exclusive drugs or drug variants with high technical
barriers during its strategic investment in high-growth therapeutic
areas such as highly recognised and professional OTC brands, and
differentiated TCM products such as innovative, biopharmaceutical,
imported and specialised generic drugs in professional areas.
For pharmaceutical distribution and retail businesses, the Group
will focus on distribution companies with regional advantages,
professional machinery circulation enterprises with adequate scale,
and premium pharmaceutical retail enterprises.

Promoting business synergies and resource integration,
optimising resource allocations and operational
efficiency

The Group will explore further synergies in its integrated business,
expand the scope of business synergy, develop innovative
synergistic models, and foster synergies among the pharmaceutical
manufacturing, distribution, and retail businesses as well as
subsectors of each business segment in aspects such as market
entry, bidding, terminal expansion, and product introductions. These
include:

o Reinforce the coordination planning from headquarter to
scale up synergies inside the Group's manufacturing and
distribution businesses, facilitate the launch of the Group's
manufacturing products on the CR Pharma e-Store and secure
online and offline sales channels;
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o Enable synergy with CR Land’s senior home business,
explore resource introductions in respect to chronic diseases,
healthcare, and third-party services, optimise the synergistic
business model to enhance profitability, and push ahead with
the construction of CR Mall (£ EE ) ;

o Enable synergy between pharmaceutical business and
financing, continue to seek opportunities for cooperation with
CR Group’s financing and energy segments to form a market
joint force;

o Support business development in the Greater Bay Area,
leverage the link between funding and capital to drive
collaborative development of the Group’s different business
segments in the Greater Bay Area;

o Improve the shared information platform, strengthen
corporate governance and internal control management
system, plan more in-depth for the construction of integrated
EHSQ management platform, step up in management
innovation, enhance management and operational efficiency
to effectively control operating risk.

Expand and diversify international cooperation,
accelerate acquisitions of high-quality resources and
cutting-edge technologies to comprehensively enhance
competitiveness

The Group will continue to develop and improve international
cooperation platforms and diversify its channels for international
cooperation. Based on its existing business and competitive
advantages and through various means of cooperation including
import of products, distribution agency, entrusted production, the
establishment of joint ventures, and cooperative development,
the Group will focus on OTC products, TCM and high premium
prescription drugs. It will actively negotiate with Japanese,
Australian, European, and American pharmaceutical manufacturers
with premium brands to implement international cooperation
projects, establish win-win cooperation in the expansion of
the Chinese pharmaceutical market, and further enhance the
optimisation and upgrading of product portfolios and business
models. The Group will focus on seeking international cooperation
opportunities with foreign pharmaceutical manufacturers which
own cutting-edge technology, advanced business administration,
premium brand, cost advantage, and have rich experience in dosage
improvement technology. The Group continues its in-depth analysis
and research for China’s pharmaceutical market and expects to
achieve breakthroughs in planning for overseas businesses.

Interim Report 2020
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Management Discussion and Analysis

LIQUIDITY AND FINANCIAL RESOURCES

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

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

As at 30 June 2020, the Group had cash and cash equivalents of
HK$13,384.5 million, which were primarily in RMB and HKD.

As at 30 June 2020, the RMB-denominated and HKD-denominated bank
borrowings accounted for approximately 92.2% and 7.8%, respectively,
of the Group’s total bank borrowings. Among the Group's total bank
borrowings as at 30 June 2020, a substantial portion of approximately
97.2% would be due within one year.

The Group's current ratio (being the ratio of total current assets to total
current liabilities) was 1.2:1 as at 30 June 2020 (31 December 2019:
1.2:1).

As at 30 June 2020, the Group's gearing ratio (being the ratio of net debt
divided by total equity) was 54.4% (31 December 2019: 38.1%).

In the first half of 2020, the Group’s net cash from operating activities
amounted to HK$11.1 million (in the first half of 2019: net cash used
in operating activities HK$3,492.9 million). The Group's net cash used
in investing activities in the first half of 2020 amounted to HK$3,855.9
million (in the first half of 2019: net cash from investing activities
HK$1,376.0 million). The Group’s net cash from financing activities in
the first half of 2019 amounted to HK$4,742.0 million (in the first half of
2019: HK306.1 million).

As at 30 June 2020, the Group had not used any financial instruments for
hedging purposes.
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PLEDGE OF ASSETS

As at 30 June 2020, the Group's total borrowings amounted to
HK$41,595.3 million (31 December 2019: HK$31,065.7 million), of
which HK$245.5 million (31 December 2019: HK$161.1 million) were
secured and accounted for 0.6% (31 December 2019: 0.5%) of the total
borrowings.

Certain of the Group's trade and bills receivables with an aggregate net
book value of HK$33.96 million (31 December 2019: HK$94.0 million)
have been pledged as security.

CONTINGENT LIABILITIES

As at 30 June 2020, the Group had no material contingent liabilities (31
December 2019: nil).

FOREIGN EXCHANGE RISK MANAGEMENT

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

CAPITAL EXPENDITURE

The Group's capital expenditure comprised mainly additions to property,
plant and equipment, intangible assets, investment properties and right-
of-use assets, but excluding additions resulting from acquisitions through
business combination. The Group's capital expenditure in the first half of
2020 amounted to HK$1,202.8 million (the first half of 2019: HK$963.5
million), which was primarily utilized for expansion and upgrade of
manufacturing facilities, development of distribution networks, and
upgrading of logistic systems. Such capital expenditure was funded
primarily by using cash generated from the Group’s operating activities,
bank borrowings and proceeds from the Company's initial public offering.
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OTHER INCOME (ADDITIONAL INFORMATION)

In addition to the information disclosed in the 2019 Annual Report, the
Board would like to provide additional information in relation to other
income of the Group for the year ended 31 December 2019.

As of the year ended 31 December 2019, the Group recorded other
income of HK$1,886.0 million (2018 : HK$1,592.3 million) . The Board
sets out the details of the other income in the Group’s consolidated
statement of profit or loss contained in the 2019 Annual Report as:
interest income of HK$636.2 million; service fee income of HK$572.3
million; government grants of HK$457.9 million; dividend income of
HK$8.0 million and others of HK$211.6 million (2018: interest income of
HK$453.7 million; service fee income of HK$663.8 million; government
grants of HK$348.2 million; dividend income of HK$2.2 million; and
others of HK$124.4 million). The item of “service fee income” mainly
included marketing promotion and logistics service, etc..

The above additional information does not affect or vary other
information contained in the 2019 Annual Report. Save as disclosed
above, the contents of the 2019 Annual Report remain unchanged.

HUMAN RESOURCES

As at 30 June 2020, the Group employed around 66,000 staff in the PRC
and Hong Kong. The Group remunerates its employees based on their
performance, experience and prevailing market rate while performance
bonuses are granted on a discretionary basis. Other employee benefits
include medical insurance and training etc..
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CORPORATE GOVERNANCE

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

In respect of code provision A.4.1 of the CG Code, the non-executive
Directors are not appointed for a specific term, and in respect of code
provision D.1.4 of the CG Code, the Company did not have formal letters
of appointment for Directors. Since all Directors are subject to re-election
by the Shareholders at the AGM and at least about once every three
years on a rotation basis in accordance with the Articles of Association,
there are sufficient measures to ensure the corporate governance of the
Company complies with the same level to that required under the CG
Code. In respect of code provision E.1.2 of the CG Code, the chairman of
the Board was not able to attend the AGM held on 22 June 2020 due to
other business commitment.

The Company will continue to review and monitor its corporate
governance practices to ensure compliance with the CG Code.

MODEL CODE FOR SECURITIES TRANSACTIONS

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

INTERIM DIVIDEND

The Board has resolved not to declare any interim dividend for the six
months ended 30 June 2020 (in the first half of 2019: nil).

Interim Report 2020
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AUDIT COMMITTEE

The Board has established an audit committee (the “Audit Committee”),
which comprises six members, including four independent non-executive
Directors, namely Mdm. SHING Mo Han Yvonne (Chairman), Mr. KWOK
Kin Fun, Mr. FU Tingmei and Mr. ZHANG Kejian, and two non-executive
Directors, namely Mdm. GUO Wei and Mr. LYU Ruizhi. The primary duties
of the Audit Committee are to review and supervise the Company's
financial reporting process and internal controls.

The Audit Committee has reviewed the unaudited condensed
consolidated interim results of the Group for the six months ended 30
June 2020.

CHANGES TO DIRECTORS' INFORMATION

Pursuant to Rule 13.51 (B) of the Listing Rules, the changes in information
of Directors subsequent to the date of the 2019 Annual Report of the
Company are set out below:

Mdm. SHING Mo Han Yvonne was appointed as an independent non-
executive director, member of the audit committee and the remuneration
committee of AEON Credit Services (Asia) Company Limited (listed on the
Stock Exchange, stock code: 900) on 23 June 2020.

PURCHASE, SALE OR REDEMPTION OF LISTED
SECURITIES OF THE COMPANY

During the Reporting Period and up to the date of this report, the
Company bought back a total of 1,996,000 Shares on the Stock
Exchange at an aggregate consideration (before expenses) of
HK$9,522,940. Particulars of the Shares bought back are as follows:

ENERERK

Price paid per Share
mAE
BESE RIEE (BT
FrBEIRGEE (B¥T) (B¥x) Aggregate
A& No. of Shares Highest Lowest Consideration
Month Bought Back (HKS) (HKS) (HK$)
a8 April 1,786,000 5.00 4.67 8,598,940
A May 210,000 4.40 4.40 924,000
45T Total 1,996,000 9,522,940

AMEHRERN ZEMBEROELER_2Z=F
fﬁ/\ﬁ‘?’ﬁﬁ?ﬁuiiﬁ

B E X EEE N A DR R EAEFMEQER
REPEARBERNRES AR EEE  HES
BEARBEMA EHES-

During the Reporting Period, all such bought back Shares were cancelled
on 15 June 2020.

Save as disclosed above, neither the Company nor its subsidiaries has

purchased, sold or redeemed any of the Company's listed securities
during the Reporting Period and up to the date of this report.
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DIRECTORS" AND CHIEF EXECUTIVE'S
INTERESTS AND SHORT POSITIONS IN SHARES,
UNDERLYING SHARES AND DEBENTURES

As at 30 June 2020, the interests/short positions of the Directors and the
chief executives of the Company in the shares, underlying shares and
debentures of the Company or its associated corporations (within the
meaning of Part XV of the SFO which were required (a) to be notified to
the Company and the Stock Exchange pursuant to Divisions 7 and 8 of
Part XV of the SFO (including interests or short positions which they are
taken or deemed to have under such provisions of the SFO); or (b) to be
entered into the register required to be kept by the Company pursuant to
Section 352 of the SFO; or (c) as otherwise notified to the Company and
the Stock Exchange pursuant to the Model Code were as follows:

INTERESTS/SHORT POSITIONS IN SHARES OF
THE COMPANY

B, fEang
Capacity/
Nature of interest

BEEgR

Name of Director

BREBNES L
Ha/ KR EERKROEE Approximate
Long position/ Number of percentage of

short position ordinary Shares shareholding

HR(E EmEE A
Han Yuewei Beneficial Owner

%

ey
Long Position

300,000 0.0048
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Save as disclosed above, as at 30 June 2020, so far as it is known to
the Directors or chief executives of the Company, none of the Directors
or chief executives of the Company had any interests/short positions in
the shares, underlying shares and debentures of the Company or any of
its associated corporations (within the meaning of Part XV of the SFO)
which were required (a) to be notified to the Company and the Stock
Exchange pursuant to Divisions 7 and 8 of Part XV of the SFO (including
interests or short positions which they were taken or deemed to have
under such provisions of the SFO); or (b) to be entered into the register
required to be kept by the Company pursuant to section 352 of the SFO;
or (c) as otherwise to be notified to the Company and the Stock Exchange
pursuant to the Model Code.

DIRECTORS’ RIGHTS TO ACQUIRE SHARES OR
DEBENTURES

Save as otherwise disclosed in this interim report, at no time during the
Reporting Period was the Company, its parent company or any of its
subsidiaries or fellow subsidiaries a party to any arrangement that would
enable the Directors to acquire benefits by means of acquisition of shares
in, or debentures of, the Company or any other body corporate, and none
of the Directors or any of their spouses or children under the age of 18
were granted any right to subscribe for the equity or debt securities of the
Company or any other body corporate or had exercised any such right.

Interim Report 2020
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SUBSTANTIAL SHAREHOLDERS'
AND SHORT POSITIONS
UNDERLYING SHARES

As at 30 June 2020, to the best knowledge of the Directors, the following
persons (not being a Director or chief executive of the Company) had
interests or short positions in the Shares or underlying Shares which fall to
be disclosed to the Company under the provisions of Divisions 2 and 3 of
Part XV of the SFO as recorded in the register required to be kept by the
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INTERESTS
IN SHARES AND

Rz Ez=mSxRE Company pursuant to section 336 of the SFO:
BARRRE
ZBRNEIK
R Approximate
B/ REMEE BROBE HFE %KE Percentage of
BREREARE Capacity/ Number of Long/ Shareholding
Name of Shareholders Nature of Interest Shares held short position  in the Company
(%)
FEZEEARAA REEHAEES 3,333,185,612  ffE 53.05
China Resources Company Interest in controlled corporation Long position
Limited®
ZHEBA R A E S 3,333,185612 A 53.05
CRI® Interest in controlled corporation Long position
CRC Bluesky Limited” REEHAE S 3,333,185612 f#f& 53.05
Interest in controlled corporation Long position
FHERO Xt EEER 3,333,185612 & 53.05
CR Holdings" Interest in controlled corporation Long position
ZHEE(BE)AROAY HABAA 3,333,185,612  #f & 53.05
CRH (Pharmaceutical) Limited™  Beneficial owner Long position
bR EE e REEHAE S 1,296,238,849 A 20.63
BSCOMC®?2) Interest in controlled corporation Long position
EREEROREZER REEHAE S 1,094,800,000 A& 17.43
BRARE®
Beijing State-owned Capital Interest in controlled corporation Long position
Operation and Management
Center Investment Holdings
Limited®
ItRBEERLREEE EafEA A 1,094,800,000 #7& 17.43

BRARS

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

Beneficial owner

Long position

T - DFRHRE
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Notes:

(1)

)

3)

Save

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

By virtue of the SFO, BSCOMC is deemed to have an interest in the
201,438,849 Shares held by Beijing Equity Investment Development Fund
(Cayman 1) L.R, an exempted limited partnership registered in the Cayman
Islands, by reason of a series of funds and corporate structures. Each of
which, individually, is interested in less than 5% in the voting Shares.

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

as disclosed above, as at 30 June 2020, the Directors were not

aware of any persons (who were not Directors or chief executive of
the Company) who had an interest or short position in the Shares or
underlying Shares of the Company which would fall to be disclosed under
Divisions 2 and 3 of Part XV of the SFO, or which would be required,

pursu

ant to Section 336 of the SFO, to be entered in the register referred

to therein.

SHARE OPTION SCHEME

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

Optio

China Resources Pharmaceutical Group Limited

n Scheme since adoption.
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To the Board of Directors of China Resources Pharmaceutical Group
Limited
(Incorporated in Hong Kong with limited liability)

INTRODUCTION

We have reviewed the interim financial information of China Resources
Pharmaceutical Group Limited (the “Company”) and its subsidiaries
(collectively referred to as the “Group”) set out on pages 39 to 84,
which comprises the condensed consolidated statement of financial
position as at 30 June 2020 and the related condensed consolidated
statement of profit or loss, statement of comprehensive income,
statement of changes in equity and statement of cash flows for the six-
month period then ended, and explanatory notes. The Rules Governing
the Listing of Securities on The Stock Exchange of Hong Kong Limited
require the preparation of a report on interim financial information to
be in compliance with the relevant provisions thereof and Hong Kong
Accounting Standard 34 Interim Financial Reporting ("HKAS 34") issued
by the Hong Kong Institute of Certified Public Accountants (“HKICPA").
The directors of the Company are responsible for the preparation and
presentation of this interim financial information in accordance with
HKAS 34. Our responsibility is to express a conclusion on this interim
financial information based on our review. Our report is made solely to
you, as a body, in accordance with our agreed terms of engagement, and
for no other purpose. We do not assume responsibility towards or accept
liability to any other person for the contents of this report.

SCOPE OF REVIEW

We conducted our review in accordance with Hong Kong Standard
on Review Engagements 2410 Review of Interim Financial Information
Performed by the Independent Auditor of the Entity issued by the
HKICPA. A review of interim financial information consists of making
inquiries, primarily of persons responsible for financial and accounting
matters, and applying analytical and other review procedures. A review
is substantially less in scope than an audit conducted in accordance with
Hong Kong Standards on Auditing and consequently does not enable
us to obtain assurance that we would become aware of all significant
matters that might be identified in an audit. Accordingly, we do not
express an audit opinion.
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“Em CONCLUSION

ERARITHERTE RMEEEZEEEMEIE  Based on our review, nothing has come to our attention that causes us
EATHETHMBERESERTEIEIEZRE  to believe that the interim financial information is not prepared, in all

BB G ERIE34RRE - material respects, in accordance with HKAS 34,
ZKE A=K AT Ernst & Young

R A Certified Public Accountants

BBEFIR 22/F Citic Tower

NEBIR 1 Tim Mei Avenue

s RE22E Central, Hong Kong

—E-TFNA=Z++tH 27 August 2020
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Interim Condensed Consolidated Statement of Profit or Loss

HE-Z-_ZTF/A=FTHI;NEA For the six months ended 30 June 2020

BEXNA=tTHIEAEA

Six months ended 30 June

2020 2019
(REER) (REEHEZK)
(Unaudited) (Unaudited)
=S BT T BT
Notes HK$000 HK$000
(K&5))
(Restated)
I 2= REVENUE 4 89,387,142 101,922,961
$HE AR Cost of sales (74,520,320) (84,489,378)
EF Gross profit 14,866,822 17,433,583
HEadA Other income 5 655,358 589,021
E b Y2k K B 18 Other gains and losses 6 (471,184) 857,791
HERDHEAX Selling and distribution expenses (6,769,705) (8,914,464)
T X Administrative expenses (2,148,185) (2,342,064)
Hipf X Other expenses (497,728) (492,809)
& WA Finance income 333,599 326,102
A& A Finance costs (1,554,707) (1,716,655)
REK A FEE Finance costs, net 7 (1,221,108) (1,390,553)
DIREEE A F R Share of profits and losses of associates
EECE R & EE and joint ventures 75,370 67,593
RR B A0 %8 PROFIT BEFORE TAX 8 4,489,640 5,808,098
FrEHiA X Income tax expense 9 (841,828) (1,124,811)
B 9 a R PROFIT FOR THE PERIOD 3,647,812 4,683,287
FEAf Attributable to:
VN/NEIESZEN Owners of the Company 2,577,194 3,035,370
eV = Non-controlling interests 1,070,618 1,647,917
3,647,812 4,683,287
KRR ERIRERTFEA Earnings per share attributable to ordinary
ELERAT : equity holders of the Company:
BEARREE (BBT) Basic and diluted (HK$) 10 0.41 0.48
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Interim Condensed Consolidated Statement of Comprehensive Income

BE-_Z-_ZTF/A=+THI;NEA For the six months ended 30 June 2020

BEAA=tHLAEA

Six months ended 30 June

2020 AONIC)
(REERK) (REEZ)
(Unaudited) (Unaudited)
BT BT T
HK$000 HK$000
HA 3 Al PROFIT FOR THE PERIOD 3,647,812 4,683,287
Hit2HEE OTHER COMPREHENSIVE LOSS
BREZRRIAJEEF 78 ZE  Other comprehensive loss that may be
Ba B 2 EEIS - reclassified to profit or loss in subsequent
periods:
BREBINEBNELZR Exchange differences on translation of
foreign operations (1,382,386) (572,176)
ARERHEEAHBENR2EE Other comprehensive loss that may be
BENEMEZEER reclassified to profit or loss in subsequent
periods (1,382,386) (572,176)
BREGRHFTEEFN 7MEZE  Other comprehensive income that will not be
B B9 E ) 2 ET W7 - reclassified to profit or loss in subsequent
periods:
REBEIRNEYEREEYE . Gain on revaluation of property, plant and
e K iR R ULEs - IR EMA equipment upon transfer to investment
properties, net of tax - 148,211
BIrERE2HBERIEZE Other comprehensive income that will
BREANHEHMEZEKEE not be reclassified to profit or loss in
subsequent periods - 148,211
Hib ZEEE  MERBIR OTHER COMPREHENSIVE LOSS, NET OF TAX (1,382,386) (423,965)
HREZEKEAE TOTAL COMPREHENSIVE INCOME FOR THE
PERIOD 2,265,426 4,259,322
FE(h - Attributable to:
ZAN/NSIETZS DN Owners of the Company 1,798,798 2,960,222
FEPE AR R = Non-controlling interests 466,628 1,299,100
2,265,426 4,259,322
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Interim Condensed Consolidated Statement of Financial Position

R-ZE-ZTFXA=+H Asat30June 2020

FREBEE
ME - BE KR
ERAREAE
KEME
EES
ﬁ%ﬁ?
REagrtENER
REEE QR ER
HEM3EmnsemEE
BEEMIEEE
HEmIEREEE
EMENE ELRTE
RBEE
rEe
2 5 & H b W 5RIE
E@m%%@ﬁF
FE”&EQ% FIE
AT el IR
EHEAER
ReRBACEED
MENEEARTE
nEEE
2 5 & E b ET 5RIE
EHIRLE &
SHEE
HEAR
JE 1< BABSE 75 5K I8
RITIE
JETESH
FEI B8
mENBELRTE
REBEEFE
BEERRBAS

NON-CURRENT ASSETS
Property, plant and equipment
Right-of-use assets

Investment properties
Goodwill

Intangible assets

Interests in joint ventures
Interests in associates

Other non-current financial assets
Deferred tax assets

Other non-current assets

Total non-current assets

CURRENT ASSETS

Inventories

Trade and other receivables

Other current financial assets
Amounts due from related parties
Tax recoverable

Pledged deposits

Cash and cash equivalents

Total current assets

CURRENT LIABILITIES

Trade and other payables
Short-term debentures
Contract liabilities

Lease liabilities

Amounts due to related parties
Bank borrowings

Bonds payable

Tax payable

Total current liabilities
NET CURRENT ASSETS

TOTAL ASSETS LESS CURRENT
LIABILITIES

—¥=8F T NF
AA=tB +-A=+-~8

30 June 31 December

2020 2019

(REEFZR) (& &#E%)

(Unaudited) (Audited)

B 5 BT T BT T
Notes HK$000 HK$000
12 15,909,404 16,322,310
5,500,211 5,507,549

1,749,942 1,724,234

13 19,953,100 19,306,440
6,294,275 6,049,195

90,168 96,602

4,749,331 4,735,488

14 454,742 412,215
893,061 856,088

2,804,119 2,072,276

58,398,353 57,082,397

15 24,653,860 22,332,374
16 64,092,500 63,772,489
14 29,977,309 26,403,362
24 1,729,157 3,230,581
50,443 65,183

17 4,883,635 4,614,611
17 13,384,480 12,524,016
138,771,384 132,942,616

20 58,268,886 60,076,785
21 2,196,872 -
1,759,156 1,651,904

675,302 614,389

24 9,552,680 14,100,989
18 40,420,806 27,486,200
19 2,441,345 2,288,443
453,622 452,959

115,768,669 106,671,669
23,002,715 26,270,947
81,401,068 83,353,344

ZETEFREHWE
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Interim Condensed Consolidated Statement of Financial Position
R-ZZE-TFNA=1+H Asat30June 2020

—E_THF —T—RF
NAB=+H +t=—A=1+—H
30 June 31 December
2020 2019
(REER) (EEZ)
(Unaudited) (Audited)
3 BT T
Notes HK$000 HK$000
kRBERE NON-CURRENT LIABILITIES
H|ITHER Bank borrowings 18 1,174,483 3,579,485
FEfTEH Bonds payable 19 5,473,800 5,663,955
HEAE Lease liabilities 1,502,345 1,632,967
ELEFRIEEE Deferred tax liabilities 1,507,790 1,506,573
HEiIERBEE Other non-current liabilities 1,296,567 1,388,543
IERE B FELLEE Total non-current liabilities 10,954,985 13,771,523
EEFE NET ASSETS 70,446,083 69,581,821
R EQUITY
AAREEAELER Equity attributable to owners of
the Company
& A Share capital 27,241,289 27,241,289
(] Reserves 14,548,554 13,470,059
41,789,843 40,711,348
eI R T Non-controlling interests 28,656,240 28,870,473
HRES TOTAL EQUITY 70,446,083 69,581,821
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Interim Condensed Consolidated Statement of Changes in Equity

FRA=TBIXEAR

BHE_Z-F For the six months ended 30 June 2020

ADRERARL

Attributable to owners of the Company

EE g EXR%
k& ERdE BRER SRR EHER fifr REEA & FERER

Statutory Property  Exchange Non-
Share  Capital  surplus  Merger revaluation fluctuation Retained controlling
capital  reserve*  reserve*  reserve*  reserve*  reserve* earnings® Total interests
BT 8T EBTR EBTR BT BT BT BT ERTT BT
HKSODD HKSOOD  HKSOO HKSOOD HKso00 HKsooo HKsoo0 HKsaoo HKsoo HKS000
R-5-FE-F-f At 1 January 2020 (audited)

(#%7) 2289 (664269) 150883  (S13534) 427607 (2586774) 2634553 40711348 28870473 69,581,821
B Profit for the period - - - - - - Q5TIN% 257109 1070618 3647812
SNAEEES: Other comprehensive loss

for the period:
BEENERELMELEE  Brchange differences on translation

of foreign operations - - - - - (778.3%) - (77839) (603,990) (1,382,386)
BREENREE Total comprehensive income

for the period - - - - - (77839%) 2577194 1798798 466,628 2,265426
FARERTE Capital contribution from

non-controling interests - - - - - - - - 9,224 9,224
BEERG Shares repurchased** = = = = = - 053 (95B) - (95D
WENBAT (Mi2) Acquisitions of subsidaries (Note 22) = = = = = = = - 58308 58308
BOHBLARG Repurchase of shares of a subsidiary*** - (19704 = = = = - (19708 (137,49  (156,853)
SECE-NERERE 2019l dividend declared (Note 11)

ikl - - - - - - (691.076)  (691,076) - (691,076)
AREAERERY Distrbutions to holders of financial

SBIERER instruments classified a5 equiy = - = = = = = - (43094 (4399
REERRRE RS Dividend declared to non- controling

shareholders - - - - - - - - (567,250)  (567,250)
RZBZBERAZTE At30June 2020 (unaudited)
(REEH) 27241289 (6,062400) 150,883  (513,534) 427,627 (3,365,170) 24,511,148 41,789,843 28,656,240 70,446,083

* ZEFEROETHEG S BRREZAZ ¥

AR A 1B 14,548 55470 (—ZFE—NWF+=H
=+—H :}##13470,0597T) °

These reserve accounts comprise the consolidated reserves of
HK$14,548,554 (31 December 2019: HK$13,470,059) in the interim
condensed consolidated statement of financial position.

o BB T _THENNF = HIFAEA ARARER %% During the six months ended 30 June 2020, the Company repurchased
B2 BB 9,522,940 T R & BB 3 BTIE I R .2 1,996,000 of its shares on the Hong Kong Stock Exchange at a cash
1,996,000/R R 17 + 1R 15 &8 22 6] 1R I 257 & 1§ consideration of HK$9,522,940, which was charged into retained earnings
FZEETARE BT o ATig BB (7 R EIAIF 8 o I of the Company in accordance with section 257 of the Hong Kong
FEEIR D TR IE R —FE—FFNA=1H F% Companies Ordinance. The shares repurchased were cancelled during
[E56,282510461 8 (= F—NF+=A=4+— the current period. Upon completion of the repurchase of shares and as
H :6,284,506,46 188 ) B #7741 /E EiH R - at 30 June 2020, the Group had 6,282,510,461 (31 December 2019:

6,284,506,461) ordinary shares that were issued and fully paid.

- kk

RE-EZFEZF AR ZHER ERFTTE
R 17 E R ([EFF B ) B 20.60%A) %
{j]‘ °

In February 2020, Dong-E-E-Jiao Company Limited (“Dong-E-E-Jiao”), a
subsidiary of the Company, repurchased 0.60% of its shares.

A
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HHRSR SRS S B R
Interim Condensed Consolidated Statement of Changes in Equity
HEZZT-TFA=+THIEEAR For the six months ended 30 June 2020

\Ef
Attributable to owners of the Company

fhe A : EffRG KORR REEH
Statutory Property  Exchange
Copital ~ suplus~ Merger revaluation  fluctuation  Retained controlling
capital  reseve®  reseve*  resene®  reseve*  reserve®  eamings® interests
T T EETL EBTL BT BT BT BT 5L BT
HKS000 HES000 HKS000 HKS000 HKs00 HKs00 Hks00 Hks00 HKS000 HKS000

RZE-NE-A-A At 1 January 2019 (audted)
(£2H) 041089 (6479849 150883 (513534) 226245 (1546379) 20223310 39301965 21,155,750 60457715

B Profit for the period - - - - - - 3035370 3035370 1647917 4683287
Bnzt2ERE/ (BE): Other comprehensive incomefoss)
for the period:
BEENERELMELEE  Brchange differences on translaion
of foreign operations - - - - - (22339 - (22339 (348817)  (572,176)
HEEERENERERNE  Gan on reveuation of property,
ET e ey plant and equipment upon transfer
EHAE to investment properties, net of tax - - - -8 - -8 - 14821
FNREUE/ (BB)EE  Total comprehensive incomefloss)
for the period - - - - 8N (233%9) 3035370 2960222 1,299,100 4,259,322
FARERTE Capital contributon from non-
controlling interests - - - - - - - - M8 111,185
WEHEAT Acquisitions of subsidiaries - - - - - - - - 6104197 6,104,197
fEkERER Acquisitions of non-controling interests* - (%) - - - - - (M) Q18T (390,702)
SECE-NERERE 2018 final dividend declared ote 77)
(W) - - - - - - (816,986)  (816,986) - (816,980)
REERRRERES Dividends declared o non-controling
shareholders - - - - - - - - (931939 (931,939
RIB-NEARZTE  At30June 2019 (unaudited)
(REE7) 241289 (66518300 150883 (513534) 374456 (1769738) 22,441,694 41273200 27519572 68,792,792

* BE—F—NFNA=Z1HIEABEA FEEK * During the six months ended 30 June 2019, the Group acquired additional

FEAR L GIH B 2 5] AT [E RS 2 A F TR (7 B R A equity interests of 35.4% and 0.74% in Vector Gene Technology Co., Ltd.,
B]BES)35.4% R 1 K R BAR (7 6 R 2> G5B SN a subsidiary of the Company and Dong-E-E-Jiao, respectively . Dong-E-E-Jiao
0.74%fI% 1 o 5 Fa] [a] [ 77 < B 70 f 510,56 % #19 % also repurchased 0.56% of its shares during the period. These transactions
17 ZEXZEBHARR A BN 1ERIFIFRE D resulted in the reduction of capital reserve of the Company and non-
SRR BB 171,981,000 7T R E#E218,721,000 controlling interests by HK$171,981,000 and HK$218,721,000, respectively.
FTe
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Interim Condensed Consolidated Statement of Cash Flows

(2B _FFNA=1THIEAMEA  For the six months ended 30 June 2020

BEAA=tHLAEA

Six months ended 30 June

2020 2019
(REEZ) (REEHEZ)
(Unaudited) (Unaudited)
B &E BT T BT
Notes HK$000 HK$000
RETHABHEESRE CASH FLOWS FROM OPERATING
ACTIVITIES
R 50 Al ) Profit before tax 4,489,640 5,808,098
BTN B IEREE Adjustments for:
BMEKA Finance costs 7 1,554,707 1,716,655
DhEE AR R Share of profits and losses of associates

EEPEER and joint ventures (75,370) (67,593)
BEWRA Finance income 7 (333,599) (326,102)
A B A Dividend income 5 (1,018) (2,888)
EREEMNEEIRA Investment income on financial assets 6 (4,000) (10,148)
HEWE BER Loss on disposal of items of property,

RIEEE MEE plant and equipment 6 3,966 489
HEBELEEN RS Gain on disposal of intangible assets 6 = (4,516)
o BB A R A I e Gain on disposal of a subsidiary 6 = (1,060,563)
BRAREBERABZD Fair value changes on financial assets at

TREENALEBEES fair value through profit or loss 6 (11,662) (57,684)
M- BERREBENTE Depreciation of property, plant and

equipment 8 750,617 704,703
FREEENE Depreciation of right-of-use assets 8 322,214 302,462
A Amortisation of intangible assets 8 130,590 117,420
ME G R GRIEER Impairment loss recognised on trade

TR B ET 18 E R receivables, net 6 444,536 268,301
BLE A FE MR IR M TR A Impairment loss/(reversal of

BIEEER,/ CREEE impairment loss) recognised

o) F5 on other receivables, net 6 37,213 (15,996)
ME WERFREER Impairment recognised on items of

WRARE property, plant and equipment 8 1,131 8,027
I8 #8 B) Government grants (40,918) (37,608)
HIHRRETERE Allowance for slow-moving and obsolete

inventories 8 46,071 4,862
7,314,118 7,347,919

ZETEFREHWE
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Interim Condensed Consolidated Statement of Cash Flows
HE-_Z-_ZTFA=FTHI;NEA  For the six months ended 30 June 2020

FEIBM
B 5 N E Al FE MR IR AN
& W [R) 2 Pl 18 2 R SR IR

LA NCTPN
BELERERD

HibIEmeEEE M, O d)

85 BRI E Gis),/
210
B IR 52 B 28 3

FEfBt 2 N R L& EREFA
g0, Opid)

Hip3Em s & &R

& A SE 122 s Ak i SRR

REmR// (B RE
ERATEHR

REEBFRE(FA)
BREnBEEH

Increase in inventories

Increase in trade and other receivables

Decrease in amounts due from fellow
subsidiaries

Decrease in amounts due from associates
and joint ventures

Increase/(decrease) in other
non-current assets

(Decrease)/increase in trade and
other payables

Increase in amounts due to fellow
subsidiaries

Increase/(decrease) in amounts due to
associates and joint ventures

Decrease in other non-current liabilities

Decrease in amounts due to non-controlling
interests

Cash generated from/(used in)
operations
Income tax paid

Net cash flows from/(used in)
operating activities

k=3
Notes

BEAA=tHLAEA

Six months ended 30 June

2020 2019
(REEZ) (REEEZ)
(Unaudited) (Unaudited)
BT T ABET T
HK$000 HK$000
(2,293,472) (894,403)
(3,694,642) (12,462,060)
46,105 51,133
100,078 173
777,425 (245,533)
(1,335,595) 3,830,860
13,237 311
9,744 (6,618)
(23,697) (1,124)
(9,247) -
904,054 (2,379,342)
(892,967) (1,113,568)
11,087 (3,492,910)
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Interim Condensed Consolidated Statement of Cash Flows
HE-_Z-_ZTHF,XA=1THINMEA  For the six months ended 30 June 2020

BEAA=tHLAEA

Six months ended 30 June

2020 2019
(REEZ) (REEHEZ)
(Unaudited) (Unaudited)
B &E BT T BT
Notes HK$000 HK$000
RETEHBHRERE CASH FLOWS FROM INVESTING
ACTIVITIES
HEYE BREREBEER Proceeds from disposal of items of
FR18 #IA property, plant and equipment 53,741 30,775
HEEMRBSMEE Proceeds from disposal of other current
Fri5 3818 financial assets 22,372,388 22,533,288
HEEEEEMSNKIE Proceeds from disposal of intangible assets = 4,516
HE—RKEBAR Disposal of a subsidiary 872,785 289,077
BRI RITIFRE B FRE Net changes in pledged bank deposits (556,947) 51,558
B2 FE Interest received 279,750 336,820
SRS Dividend received 35,839 10,388
HEih S REEMIZRERA Investment income on other financial assets 68,742 13,288
B R A 7 B Receipt of government grants 2,098 9,006
mE- BELRBEEBEES Deposits for items of property, plant and
equipment (33,839) 2,667
B EERS Deposits for intangible assets 2,545 (4,507)
WEIZIEE R Receipt of entrusted loans 5,918 -
BEWE WE K& Purchases of property, plant and equipment (582,265) (786,762)
BEEREE Purchases of intangible assets (67,988) (29,440)
BETCAEEE Purchases of right-of-use assets (103,336) -
WEEH B A A - Acquisitions of subsidiaries, net of cash
k(B BWRE (paid)/received 22 (1,095,252) 1,226,315
Rt &R R E Investment in associates (33,957) (934,005)
REERENIRE Investment in joint ventures = (53,397)
BEEMERMEE Purchases of other financial assets (26,202,776) (21,063,819)
S B E RN B AR Payment for acquisitions of subsidiaries in
IR the prior period (50,672) (99,325)
IR ERER Repayment from non-controlling interests - 21,869
Bl (BHF)BZL QG  Repayment from/(advances to) associates 823,110 (74,310)
BEg, (23T ) ML Repayment from/(advances to) companies
HHEMNAA owned by non-controlling interests 354,221 (108,015)
REED (FTA),Fis Net cash flows (used in)/from investing
ReREFHE activities (3.855,895) 1,375,987

— & — =
EFE—=F
— ==
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Interim Condensed Consolidated Statement of Cash Flows
HE-_Z-_ZTFA=FTHI;NEA  For the six months ended 30 June 2020

BEAA=tHLAEA

Six months ended 30 June

2020 2019
(REEZ) (REEHEZ)
(Unaudited) (Unaudited)
B &E BT T BT
Notes HK$000 HK$000
RETEHEREESRE CASH FLOWS FROM FINANCING
ACTIVITIES
IRITERABHRE Proceeds from bank borrowings 46,414,109 34,757,271
BTESFLCHRES Proceeds from issuances of bonds and
FriS 378 short-term debentures 4,398,137 2,880,625
(BET) 8% 8 (Repayment to)/advances from an
H IR A A intermediate holding company (5,378,236) 31,860
IR EREE Capital contribution from non-
controlling interests 9,224 111,185
EEBITER Repayment of bank borrowings (37,685,044) (29,735,113)
BEEMESNMEHRES  Repayment of bonds payable and short-
term debentures (2,208,617) (3,470,370)
ERFE Interest paid (997,600) (1,761,832)
BT E Dividend paid - (816,986)
EAmINpE= NI S Repurchase of shares of a subsidiary (156,853) (164,134)
U B FE 2R i i 2 Acquisitions of non-controlling interests = (231,471)
BEBBEEWEL, (88)  Proceeds from/(repayment of) asset-backed
PSS FRIA securities 1,057,844 (764,880)
B IEER R R AR S Dividends paid to non-controlling
shareholders (384,625) (202,512)
EEERHN Share repurchased (9,523) -
HERENEAS IS Principal portion of lease payments (316,782) (327,583)
BMETEHSREREFE  Net cash flows from financing
activities 4,742,034 306,060
ReRkBELEFEWEM/ NET INCREASE/(DECREASE) IN CASH
ORd ) #% AND CASH EQUIVALENTS 897,226 (1,810,863)
R—A—B®MEE K Cash and cash equivalents at 1 January
ReEEY 12,548,141 16,633,301
SNEE RSB EME  FRR Effect of foreign exchange rate changes, net 279,682 (4,712)
RARA=+BEHNEER CASH AND CASH EQUIVALENTS
REZEY AT 30 JUNE 13,725,049 14,817,726
ReRALESEYHEB ST ANALYSIS OF BALANCES OF CASH AND
CASH EQUIVALENTS
AR KT AT RIEE & Cash and bank balances as stated in
IRITHE R the consolidated statement of
financial position 17 13,384,480 14,817,581
JREEAE DR =E A& Restricted time deposits with original
R E BER maturity of less than three months 17 340,569 145
REMEBERARAS R Cash and cash equivalents as stated in
ReEEY the statement of cash flows 13,725,049 14,817,726
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Notes to Interim Condensed Consolidated Financial Statements

HE-Z-_ZTF/A=FTHI;NEA For the six months ended 30 June 2020

1. AaER 1. CORPORATE INFORMATION

EHEZEEBRAR ([R2E])A K
REBEEZMERZABRNERAF] EEROHR
BEBMARSGMABRAR LT B2 —X
FTAZ+TNBRER -ARFZMMRE
BRI RE BB IEE265 EE A EMN
B-AKETIENEBERRERANEE -
DHEREE

ESIEE D R B
BEREESE

REEE

BT -_FTFNAZ+HINEAR
K PR AR A BT TS R TV IRIE SR S
SRR AEEM B ER ([F
BETHER | ) F345 B IR R
o

2.1.

hHERES Y BRREARBERFE
REMBHRRAMELNABEERK
B TREAEESE T NF
TZA=+T—HILFENGRETER
R—GFBIE -

N RS LLBUE B B DI A R H R AR
RAMBRARZERBE—Z—N
FH+ZA=t—BILFENRBER
KERARBREEFELREWHR
xR EZREMBERALTBENZEM
BHEK TR AR EMEDD (T (2 F
RBI1) 1) EE4a36{5RER TR FR )
ZEERENBRERBANE—TER
LN

RIR (R AVGBI) F66203)15 K Mt &
6FE3FHIRTE  RARIERETERR
AMEERBE _—ZT—-—NF+_H
=t RLEFENRHRE-

RABNZEMERBE_T—F
T+ A=+ —BHLEFENMBERE
HEWE RS AERBE
S EPTEEZEMERNARE
EANBRTURANHNIRBE
BEIEMNTMER: TAHE (2
AEBI) F406(2)16 - 5£407(2)sk 5B
407(3)EVE A2 AR o

China Resources Pharmaceutical Group Limited (the

“Company"”)

is a public limited company incorporated in Hong Kong and its
shares are listed on The Stock Exchange of Hong Kong Limited with
effect from 28 October 2016. The address of the registered office
of the Company is 41/F, China Resources Building, 26 Harbour
Road, Wanchai, Hong Kong. The Group is principally engaged in
the manufacturing, distribution and retail of pharmaceutical and
healthcare products.

BASIS OF PREPARATION AND CHANGES

TO THE GROUP’S ACCOUNTING POLICIES
AND DISCLOSURES

2.1.

Basis of preparation

The interim condensed consolidated financial statements for
the six months ended 30 June 2020 have been prepared in
accordance with Hong Kong Accounting Standard (“HKAS")
34 Interim Financial Reporting issued by the Hong Kong
Institute of Certified Public Accountants.

The interim condensed consolidated financial statements do
not include all the information and disclosures required in
the annual consolidated financial statements, and should be
read in conjunction with the Group's consolidated financial
statements for the year ended 31 December 2019.

The financial information related to the year ended 31
December 2019 that is included in the interim condensed
consolidated statements of financial position as comparative
information does not constitute the Company’'s statutory
annual consolidated financial statements for that year but is
derived from those financial statements. Further information
related to those statutory financial statements required to be
disclosed in accordance with section 436 of the Hong Kong
Companies Ordinance (the “Companies Ordinance”) is as
follows:

The Company has delivered the financial statements for the
year ended 31 December 2019 to the Registrar of Companies
as required by section 662(3) of, and Part 3 of Schedule 6 to,
the Companies Ordinance.

The Company's auditor has reported on the financial
statements for the year ended 31 December 2019. The
auditor’s report was unqualified; did not include a reference
to any matters to which the auditor drew attention by way
of emphasis without qualifying its report; and did not contain
a statement under sections 406(2), 407(2) or 407(3) of the
Companies Ordinance.
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Notes to Interim Condensed Consolidated Financial Statements
HE-_Z-_ZTF/A=FTHINEA For the six months ended 30 June 2020

50

RSB ER REBETTHER
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China Resources Pharmaceutical Group Limited

BASIS OF PREPARATION AND CHANGES
TO THE GROUP’S ACCOUNTING POLICIES
AND DISCLOSURES (continued)

2.2. Changes in accounting policies and disclosures
The accounting policies adopted in the preparation of the
interim condensed consolidated financial information are
consistent with those applies in the preparation of the
Group's annual consolidated financial statements for the year
ended 31 December 2019, except for the adoption of the
following revised Hong Kong Financial Reporting Standards
("HKFRSs") for the first time for the current period'’s financial
information. The Group has not early adopted any other
standards, interpretations or amendments that has been
issued but is not yet effective.
Amendments to Definition of a Business

HKFRS 3

Amendments to Interest Rate Benchmark Reform

HKFRS 9, HKAS 39

and HKFRS 7

Covid-19-Related Rent Concessions
(early adopted)

Amendment to
HKFRS 16

Amendments to Definition of Material

HKAS 1 and HKAS 8

Interim Report 2020
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Notes to Interim Condensed Consolidated Financial Statements

For the six months ended 30 June 2020

2. BASIS OF PREPARATION AND CHANGES
TO THE GROUP’S ACCOUNTING POLICIES
AND DISCLOSURES (continued)

2.2. Changes in accounting policies and disclosures
(continued)
The nature and impact of the revised HKFRSs are described
below:

(a)

Amendments to HKFRS 3 clarify and provide
additional guidance on the definition of a business.
The amendments clarify that for an integrated set of
activities and assets to be considered a business, it must
include, at a minimum, an input and a substantive
process that together significantly contribute to the
ability to create output. A business can exist without
including all of the inputs and processes needed
to create outputs. The amendments remove the
assessment of whether market participants are capable
of acquiring the business and continue to produce
outputs. Instead, the focus is on whether acquired
inputs and acquired substantive processes together
significantly contribute to the ability to create outputs.
The amendments have also narrowed the definition
of outputs to focus on goods or services provided to
customers, investment income or other income from
ordinary activities. Furthermore, the amendments
provide guidance to assess whether an acquired process
is substantive and introduce an optional fair value
concentration test to permit a simplified assessment of
whether an acquired set of activities and assets is not
a business. The Group has applied the amendments
prospectively to transactions or other events that
occurred on or after 1 January 2020. The amendments
did not have any impact on the financial position and
performance of the Group.
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China Resources Pharmaceutical Group Limited

2. BASIS OF PREPARATION AND CHANGES
TO THE GROUP’S ACCOUNTING POLICIES
AND DISCLOSURES (continued)

2.2. Changes in accounting policies and disclosures
(continued)
The nature and impact of the revised HKFRSs are described
below: (continued)

(b)

Amendments to HKFRS 9, HKAS 39 and HKFRS 7
address the effects of interbank offered rate reform
on financial reporting. The amendments provide
temporary reliefs which enable hedge accounting to
continue during the period of uncertainty before the
replacement of an existing interest rate benchmark. In
addition, the amendments require companies to provide
additional information to investors about their hedging
relationships which are directly affected by these
uncertainties. The amendments did not have any impact
on the financial position and performance of the Group
as the Group does not have any interest rate hedge
relationships.

Amendment to HKFRS 16 provides a practical expedient
for lessees to elect not to apply lease modification
accounting for rent concessions arising as a direct
consequence of the novel coronavirus (“COVID-19")
pandemic. The practical expedient applies only to
rent concessions occurring as a direct consequence of
the COVID-19 pandemic and only if (i) the change in
lease payments results in revised consideration for the
lease that is substantially the same as, or less than, the
consideration for the lease immediately preceding the
change; (i) any reduction in lease payments affects only
payments originally due on or before 30 June 2021;
and (iii) there is no substantive change to other terms
and conditions of the lease. The amendment is effective
retrospectively for annual periods beginning on or after
1 June 2020 with earlier application permitted.

Interim Report 2020
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Notes to Interim Condensed Consolidated Financial Statements

For the six months ended 30 June 2020

2. BASIS OF PREPARATION AND CHANGES
TO THE GROUP’S ACCOUNTING POLICIES
AND DISCLOSURES (continued)

2.2. Changes in accounting policies and disclosures
(continued)
The nature and impact of the revised HKFRSs are described
below: (continued)

()

(continued)

During the period ended 30 June 2020, certain monthly
lease payments for the leases of the Group's office
premises and retail stores have been reduced or waived
by the lessors as a result of the COVID-19 pandemic
and there are no other changes to the terms of the
leases. The Group has early adopted the amendment
on 1 January 2020 and elected not to apply lease
modification accounting for all rent concessions granted
by the lessors as a result of the COVID-19 pandemic
during the period ended 30 June 2020. Accordingly, a
reduction in the lease payments arising from the rent
concessions of HK$7,994,000 has been accounted for
as a variable lease payment by derecognising part of
the lease liabilities and crediting to profit or loss for the
period ended 30 June 2020.

Amendments to HKAS 1 and HKAS 8 provide a new
definition of material. The new definition states that
information is material if omitting, misstating or
obscuring it could reasonably be expected to influence
decisions that the primary users of general purpose
financial statements make on the basis of those
financial statements. The amendments clarify that
materiality will depend on the nature or magnitude
of information. The amendments did not have any
impact on the Group's interim condensed consolidated
financial information.

2.3. Comparative amounts
Certain comparative amounts have been reclassified
to conform with the current period’s presentation and
disclosures. The amendments of corresponding comparative
amounts for the prior period included: (i) decrease in interest
income included in other income by HK$326,102,000; and (ii)
decrease in finance costs, net, by HK$326,102,000.
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China Resources Pharmaceutical Group Limited

SEGMENT INFORMATION

Management has determined the operating segment based on the
reports reviewed by the board of directors that are used to make
strategic decisions. The board of directors of the Company, being
the chief operating decision maker (CODM), considers resource
allocation and assesses segment performance from a different
business type perspective.

Specifically, the Group has four reportable segments as follows:

(@ Pharmaceutical manufacturing business (Manufacturing
segment) — research and development, manufacture and sale
of a broad range of pharmaceutical and healthcare products;

(b)  Pharmaceutical distribution business (Distribution segment)
— distribution, warehousing, logistics, and other value-added
pharmaceutical supply chain solutions and related services
to pharmaceutical manufacturers and dispensers, such as
hospitals, distributors and retail pharmacies;

(c)  Pharmaceutical retail business (Retail segment) —
retailing of pharmacy stores;

operation of

(d)  Other business operations (Others) — property holding.
No operating segments have been aggregated to derive the
reportable segments of the Group.

Inter-segment sales are conducted at prices and terms mutually
agreed amongst those operating segments, with reference to
the selling prices used for sales made to third parties at the then
prevailing market prices.

The board of directors of the Company assesses the performance
of the operating segments based on a measure of revenue and
segment results.

Segment results represent the profit earned by each segment
without allocation of other income, other gains and losses,
administrative expenses, other expenses, share of profits and losses
of associates and joint ventures, finance income and certain finance
costs. This is the measure reported to the CODM for the purposes
of resource allocation and performance assessment.

Interim Report 2020
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SEGMENT INFORMATION (continued)

The following tables present revenue and profit information for
the Group's operating segments for the six months ended 30 June
2020 and 2019:

i
BHEIBREHEE

7 EE
PEER
ELEON
Etta RER
IBREX
EfhRx
BERA
BERA
DEBERE R

RELRENRER

B 25 At 7

30 June 2020

Segment revenue
External sales
Inter-segment sales

Elimination:
Elimination of inter-
segment sales

Segment revenue

Segment results

Other income

Other gains and losses

Administrative expenses

Other expenses

Finance income

Finance costs

Share of profits and losses
of associates and joint
ventures

Profit before tax

BERH PHAIHB ZENE Hith
Manufacturing Distribution Retail
segment segment segment Others
(REER) (REBER) (REER) (REBER) (REER)
(Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited)
BETR BETT BETR B8R BRI
HK$000 HK$000 HK$000 HK$000 HK$000
12,544,443 73,758,189 2,991,556 92,954 89,387,142
1,355,255 1,962,595 - - 3,317,850
13,899,698 75,720,784 2,991,556 92,954 92,704,992
__ (3317.850)
89,387,142
3,808,394 4,202,692 (20,383) 59,384 8,050,087
655,358
(471,184)
(2,148,185)
(497,728)
333,599
(1,507,677)
75,370
4,489,640
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HE-Z-TFA=+HINEAR For the six months ended 30 June 2020
3. BEEF @ 3. SEGMENT INFORMATION (continued)
HERH DD TENH Hit
Six months ended Manufacturing Distribution Retail
A _‘I' BiE~MEA (225]) 30 June 2019 (Restated) segment segment segment Others
(REE%) (REER) (REER) (REEER) (REBER)
(Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited)
BT BB BB BB BB
HKS$000 HK$000 HKS$000 HK$000 HK$000
k16 Segment revenue
MR EHE External sales 15,789,938 83,094,210 2,945,616 93,197 101,922,961
NEEHE Inter-segment sales 1,576,862 1,854,691 = S 3,431,553
17,366,800 84,948,901 2,945,616 93,197 105,354,514
i Elimination:
BHEHPEEE Elimination of inter-
segment sales (3,431,553)
aEbE Segment revenue 101,922,961
AHEE Segment results 4,280,221 4,129,288 55,998 53,612 8,519,119
HipA Other income 589,021
Hib s REE Other gains and losses 857,791
THF® Administrative expenses (2,342,064)
Hipf X Other expenses (492,809)
BEKA Finance income 326,102
BEKAK Finance costs (1,716,655)
PEBERAR Share of profits and losses
BERERNRER of associates and joint
ventures 67,593
B8 A Profit before tax 5,808,098
56  China Resources Pharmaceutical Group Limited Interim Report 2020




PHARSRAAR S BTSRRI AT
Notes to Interim Condensed Consolidated Financial Statements
HE-_Z-_ZTF/A=FTHI;NEA For the six months ended 30 June 2020

i 28 4. REVENUE
REBWZEATHT An analysis of the Group's revenue is as follows:

BEAA=tHLLAMEA

Six months ended 30 June

2020 2019
BT T BT
HK$000 HK$000
(REER) (REEFER)
(Unaudited) (Unaudited)
REFEFAHNKE Revenue from contracts with customers
HEBSER Sale of pharmaceutical products 89,317,621 101,844,865
R B HAh2RR A U & Revenue from other sources
KREREMFELEHED Gross rental income from investment
e B ALRE: property operating leases:
MENF - BEEENK Lease payments, including fixed payments 69,521 78,096
89,387,142 101,922,961
& ™% Geographical markets
H B K P Mainland China 89,051,701 101,427,859
b Hong Kong 335,441 495,102
2 = Total revenue 89,387,142 101,922,961
KEEFEHH Wz Disaggregated revenue information for
KB ER revenue from contracts with customers:
Wi 25 e 5 B Timing of revenue recognition
B mEE R Goods transferred at a point in time 89,317,621 101,844,865
HAWg A 5. OTHER INCOME

BEAA=+BHLEAEA

Six months ended 30 June

2020 2019

BT T ABET T

HK$000 HK$000

(RIEBH) (REER)

(Unaudited) (Unaudited)

Cs:37)

(Restated)

Service fee income & B U A 282,961 334,383
Government grants R 48 Bh 275,656 213,940
Dividend income fi&% 8 A 1,018 2,888
Others HAit 95,723 37,810
655,358 589,021
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6. Hftz=KkEE 6. OTHER GAINS AND LOSSES

BEAA=tHLLAMEA

Six months ended 30 June

2020 2019
(REEERK) (REERZ)
(Unaudited) (Unaudited)
BT T BT T
HK$000 HK$000
& | & E R W Gain on disposal of intangible assets = 4,516
HEME  KEKEZHES Loss on disposal of items of property,
E518  F5E plant and equipment, net (3,966) (489)
ME Z R GRIBERE Impairment loss recognised on trade
VERIEN SEERE St receivables, net (444,536) (268,301)
L FE U SR I RE R A (Impairment loss)/reversal of impairment loss
CREER), JREERE recognised on other receivables, net
i JCIRE 2 (37,213) 15,996
UAREEGEBHZE A Fair value changes on financial assets at
B emEEN fair value through profit or loss
NRABEEZD 11,662 57,684
TREEKREBERA Investment income on financial assets 4,000 10,148
HE—KMBRRR YR Gain on disposal of a subsidiary = 1,060,563
Hitp Others (1,131) (22,326)
(471,184) 857,791

58  China Resources Pharmaceutical Group Limited Interim Report 2020



PHARSRAAR S BTSRRI AT
Notes to Interim Condensed Consolidated Financial Statements
HE-_Z-_ZTF/A=FTHI;NEA For the six months ended 30 June 2020

7. REWARKA 7. FINANCE INCOME AND COSTS

BEAA=tHLLAMEA

Six months ended 30 June

2020 2019
(REEFZR) (REEZ)
(Unaudited) (Unaudited)
BT T BT T
HK$000 HK$000
(&%)
(Restated)
BhE A Finance costs:
RITE R A Interest on bank borrowings 1,258,354 1,435,604
JEESHFIB Interest on bonds payable 181,221 204,801
RE—KAPREERA R Interest on borrowings from an intermediate
& 3R B holding company 71,908 32,231
HEREFE Interest on lease liabilities 47,030 50,217
B E BB R ERES Less: Interest capitalised in property, plant
BERCFE (BaE) and equipment (Note) (3,806) (6,198)
BB KA Total finance costs 1,554,707 1,716,655
BB WA —F B WA Finance income — Interest income (333,599) (326,102)
A KA HEE Net finance costs 1,221,108 1,390,553
Hiet - BERMEFBRRERIGE EREERME Note: Capitalised interest arose on funds borrowed specifically for the
BeREREEHEE Wik44% (BEZ purpose of obtaining qualifying assets and on the general borrowing
T-NFAA=ZFTHLEARER:48%)8 pool, which are calculated by applying a capitalisation rate of 4.4%
FERMEREAECEREEEENR (six months ended 30 June 2019: 4.8%) per annum to expenditure
X on qualifying assets.
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8. BRBAIZA 8. PROFIT BEFORE TAX
AE BRI BR T A R DAE R (BEA) LA The Group's profit before tax is arrived at after charging/(crediting):
TEIERES:

BEAA=tHLLAMEA

Six months ended 30 June

2020 2019
(REEFZR) (REEEZ)
(Unaudited) (Unaudited)
BT T BT T
HK$000 HK$000
ME - BRERRBITE Depreciation of property, plant and equipment 750,617 704,703
ERAREENE Depreciation of right-of-use assets 322,214 302,462
B E EH Amortisation of intangible assets 130,590 117,420
HHEHRRETERE Allowance for slow-moving and obsolete
inventories 46,071 4,862
WRABEERAMFERA  Cost of inventories recognised as cost of sales 74,084,254 84,037,854
HEH (GFAEMAR) Research and development expenditure
(included in other expenses) 455,177 498,968
Rt AHEBETED Lease payments not included in the
HENR measurement of lease liabilities 23,484 3,436
ME - BREMRBER Impairment recognised on items of property,
R ZBIE plant and equipment 1,131 8,027
i EiE, (M) @ B8 Foreign exchange loss/(gain), net 2,291 (50,445)
HRIT A BA Bank interest income (211,084) (223,393)
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PR < 9. INCOME TAX EXPENSE

REBFRABBERARERAFERTEED The Group calculates income tax expense for the period using the

MEFEHAMEHAS - tax rate that would be applicable to the expected total annual
earnings.

BEAA=tHLLAMEA

Six months ended 30 June

2020 2019
(REER) (REER)
(Unaudited) (Unaudited)
BT T BT T
HK$000 HK$000
BNEARR 18 Current
PRSI PRC Enterprise Income Tax
([PEERSBHR]) ("PRC EIT") 914,209 1,090,545
BEREBETR Under provisions in previous period
R EATISH PRC EIT 24,715 5,026
938,924 1,095,571
IEAERIE Deferred (97,096) 29,240
B IE S K42 %R Total tax charge for the period 841,828 1,124,811
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10. AR E)EERERIFEAE  10. EARNINGS PER SHARE ATTRIBUTABLE
LEREF TO ORDINARY EQUITY HOLDERS OF THE
COMPANY
ARREBRERFEAERLEERERR The calculations of the basic earnings per share attributable to
MIZERTIIEE : ordinary equity holders of the Company are based on:

1.

BEANA=tTHIEAEA

Six months ended 30 June

2020 2019
(REEZK) (REEFEZ)
(Unaudited) (Unaudited)
BT BT
HKS000 HK$000
B Earnings
RRErEERERZ N Profit attributable to owners of the
A BVEE AEIL R T Company used in the basic earnings
per share calculation 2,577,194 3,035,370
Ko EE Number of shares
BRETESRERZFIMEAN  Weighted average number of ordinary
EBITEBRINE I shares in issue during the period used in

the basic earnings per share calculation 6,283,741,991 6,284,506,461

HREE-ZZT_TFA=1+HILAMA Diluted earnings per share equals to basic earnings per share as
W TEBTEELT AR (BE-2—NF there were no potentially dilutive ordinary shares in issue during the
NAZTHIERNEAR &) HEREHE six months ended 30 June 2020 (six months ended 30 June 2019:
BNERTRERRF - nil).
iz B 11. DIVIDENDS
RRABEERANEREZZ TEA The directors of the Company resolved not to declare any interim
A=+HI1ENER z Efmrh ,HFJJ&E\ (Bz= dividend for the six months ended 30 June 2020 (six months ended
E—NFERNA=ZTAHILEAMEA &) - 30 June 2019: nil).
2020 2019
BT T BT
HK$000 HK$000
HRERAD KGR AT Dividend for ordinary shareholders of the
LTRRREFERE Company recognised as distribution

during the period:
ZZE-NEFERP-FREMA  Final 2019 - HK$0.11 per ordinary

BELNT (ZE—N%: share (2019: Final 2018 - HK$0.13

“E-NFREA-FEEBB per ordinary share)

A #0.137T) 691,076 816,986
HE-_Z-NFT-_A=1T—HIEFEZR A final dividend of HK$691,076,000 (HK$0.11 per share) in respect
HA R 275 %691,076, 00075 (BRRAE®0.1 of the year ended 31 December 2019 was approved at the annual
TLIERARRZZE_TFA=-+=HZ general meeting of the Company on 22 June 2020 and payable to
REBFERG HEW BN EAR R BIIRE the shareholders of the Company. Subsequent to the end of the
RS EIRARRE  REREE o reporting period, the final dividend has been paid.
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12. W% BERZE

RERBE
HE-_ZTZ_ZF~~A=+B1IE~MEA"
FEERBEVE BERRBEASY
585,618,000 (HE—_T—hLFENA=+
B 1E/< M@ A : #%777,555,0007T) * NEIE
BREBAHRECEVEDRSHYE BE
BT

12. PROPERTY, PLANT AND EQUIPMENT

Additions and disposals

During the six months ended 30 June 2020, the Group purchased
property, plant and equipment amounting to HK$585,618,000
(six months ended 30 June 2019: HK$777,555,000), excluding
the property, plant and equipment acquired through business
combinations and property under construction.

BE_Z-_ZTEXA=Z+HALANEAR K&
BB EREFEABKS7,707,000t2 &
E(BE-Z—NF~A=+tHLEAEAR:
75 131,265,00070) - EHH & EIEFES
#3,966,000 (HE-_T—NFA=+
bS8 A - & E5 18 558 75 1% 489,000

Assets with a net book value of HK$57,707,000 were disposed
of by the Group during the six months ended 30 June 2020 (six
months ended 30 June 2019: HK$31,265,000), resulting in a net
loss on disposal of HK$3,966,000 (six months ended 30 June 2019:
a net loss on disposal of HK$489,000).

TT) °
13. & 13. GOODWILL
—B-EHF —E-NEF
AA=t+H +t-A=+—H
30 June 31 December
2020 2019
(REEZR) (e &#E%)
(Unaudited) (Audited)
B¥TT BT T
HKS000 HK$000
2% Cost
WER FE ) At the beginning of the period/year 20,220,465 19,998,438
W B AT (HiF22) Acquisitions of subsidiaries (Note 22) 1,036,536 745,233
PE 5 Exchange realignment (407,553) (523,206)
REF R At the end of the period/year 20,849,448 20,220,465
ZitEE Accumulated impairment
ER FE ) At the beginning of the period/year 914,025 193,584
B R R E E 1B Impairment loss recognised = 722,587
PE 3 A Exchange realignment (17,677) (2,146)
REF R At the end of the period/year 896,348 914,025
IREFE Net carrying value
WEER At the end of the period/year 19,953,100 19,306,440
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HRE, FRBEmEE

14. OTHER CURRENT/NON-CURRENT
FINANCIAL ASSETS

—g-®F —T-A%
AA=tH +t=ZA=+—H
30 June 31 December
2020 2019
(REER) (#EZ)
(Unaudited) (Audited)
BT T BT T
HK$000 HK$000
BEBHES WAREE Asset-backed securities, at fair value (Note a)

(Bfita) 534,546 532,586
ESEWGIEKLEWEYE . Trade and bills receivables, at fair value

BRREBER (BaEb) (Note b) 21,183,756 20,756,903
FELTARERE Unlisted equity investments, at fair value

BRREER (Bitc) (Note c) 454,742 412,215
B EM EASEER Financial products, at fair value (Note d)

(Bitd) 8,259,007 4,946,093
IR B - IR R AN ET Financial products, at amortised cost (Note e)

(Bite) - 167,780
it Total 30,432,051 26,815,577
AT Analysed into:

mEEE Current assets 29,977,309 26,403,362

ERENEE Non-current assets 454,742 412,215

30,432,051 26,815,577

Hiita - FREBEREERFZFZFRILE B Note a: The Group’s investments in asset-backed securities with returns
BHEBEBIEZHRBEANRLEH link to the performance of those securities and are issued by
([HE))ET7ZFEFNEKE independent third parties in the People's Republic of China
H o ZEFE S TR ANEEGA (“"PRC"). These securities are measured at fair value through
Bait 8 RZFEZFFNA=F profit or loss. As at 30 June 2020, the Group’s asset-backed
H FEEZEERFESFEIT= securities comprised three subordinated tranches of securities
MARFZ S FIHA R FE_FF with maturity dates in September 2020, November 2020 and
NA ZFE-—FF+—AR=-F= December 2020.

FFESZA-

Hiib - BERXAFFEWRE 2 n R & Note b: The trade and bills receivables which are held within a business
HIE 5 JE IR JEW R IR IZ DA model both to collect cash flows and to sell are measured at
BEFAREMEE Kz 2 - fair value through other comprehensive income.

Histc - RZFZZFFNA=FTHRZ=-ZF Note c: The Group’s unlisted equity investments represented
—NF+ZA=+—H FEEm investments in unlisted entities established in the PRC as at
HILTREREERPEEZT 30 June 2020 and 31 December 2019. These unlisted entities
HLTERBMKRE ZEHFLTE are principally engaged in the research and development,
RErEWFEERHE SHRIGH distribution and related operations of pharmaceutical products.
EERERDABEFAB @A They are measured at fair value through profit or loss.

2o
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4. HtURE),FFRBERMEE

(%)

Hitd -

Hiite -

15. &

JRAF R
BEME
&
LR

R NE B IRETIERY EE in 175K
LB FRTT R BEIBFEAL A
YT R A I R A B A B 1L
R HEULTEX EEREL
REEFIAR R B E B EE -

F A BRI AN S AR 4 FE B E dp B 7
RAREA R E D - FHETS
RIZBRKAEE - A REERHE
AR - ()2 REERFEHEE
R H 1) 5B B 2 B E N
ReFEEzR Ri)E@EENE
AEARIETE AELR 2 ME

HBIER D R R EEX TSN

E>
e

14. OTHER CURRENT/NON-CURRENT
FINANCIAL ASSETS (continued)

Note d: Financial products at fair value include structured deposits
entered into by the Group with banks and financial institutions.
These structured deposits (where the effect of the structured
element s not material) are designated as financial assets
measured at fair value through profit or loss.

Note e: Financial products at amortised cost include financial products
with principal and interest guaranteed. The assets are
measured at amortised cost as they meet two conditions: (i)
the financial asset is held within a business model with the
objective to hold financial assets to collect contractual cash
flows,; and (i) the contractual terms of the financial asset give
rise on specified dates to cash flows that are solely payments of
principal and interest on the principal amount outstanding.

15. INVENTORIES

ZE-NF

+=-—A=+—8©

31 December

2019

(REERK) (%)

(Unaudited) (Audited)

BT BT T

HK$000 HK$000

Raw materials 2,566,346 2,505,818
Packaging materials 24,150 23,285
Work-in-progress 1,235,680 1,263,572
Finished goods 20,827,684 18,539,699
24,653,860 22,332,374
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B 5 K H A BYRIE

16. TRADE AND OTHER RECEIVABLES

—E_EHF —T—hF

ANA=+H +tZH=+—H

30 June 31 December

2020 2019

(REEZ) CET9)

(Unaudited) (Audited)

BT T BT

HK$000 HK$000

R EE Bills receivable 1,095,921 2,270,974
B 5 WG IE Trade receivables 55,245,127 52,680,136
B B Impairment allowance (1,197,009) (832,206)
54,048,118 51,847,930

B FIE Prepayments 4,199,350 3,662,142
H b e WK IE Other receivables 4,940,590 6,150,906
DRI = Impairment allowance (191,479) (159,463)
4,749,111 5,991,443

64,092,500 63,772,489

AEE-—RARESEFPR TN F30E270
RAOEEH YA MEEREFHEESLER

The Group generally allows credit periods ranging from 30 to 270
days to its trade customers, which may be extended to 360 days for
E360K MULBRFEEEFPNEFHE R selected customers depending on their trade volume and settlement
HEEARRE - R R IR RN F30% terms. The bills receivable had maturity periods ranging from 30 to
180K © 180 days.

AEBEREEARMRRERBERNE
Z BRI RE DTN

An ageing analysis of the Group's trade receivables, based on the
invoice date and net of impairment allowance, is as follows:

66

—g-®E T4
ARA=tH +tZHA=+—H

30 June 31 December

2020 2019

(REER) (&#EZ)

(Unaudited) (Audited)

BT T BT

HK$000 HK$000

0&30K 0-30 days 13,665,294 19,055,572
31E60K 31-60 days 8,664,693 7,556,805
61E90K 61-90 days 6,978,037 5,023,435
91E180K 91-180 days 9,959,295 10,795,980
181E 365K 181-365 days 11,097,327 7,275,886
HHBF Over 1 year 3,683,472 2,140,252
54,048,118 51,847,930

China Resources Pharmaceutical Group Limited

Interim Report 2020
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16. E5 K HAEWFEIE o)
A% S5 B B W S 442 B 7 B ER O B 8 AT 1

16. TRADE AND OTHER RECEIVABLES (continued)

An ageing analysis of the Group's bills receivable, based on the

T issue dates, is as follows:
—B-FF —F-NF
ANA=+H +=—H=+—H
30 June 31 December
2020 2019
(REEZR) (BE%)
(Unaudited) (Audited)
BT T BT T
HK$000 HK$000
0E30X 0-30 days 349,952 1,264,215
31E60K 31-60 days 167,777 233,886
61290K 61-90 days 147,626 262,085
91E£180K 91-180 days 270,841 510,788
181E365K 181-365 days 159,725 -
1,095,921 2,270,974

17. BB TER RERE

& EEY)

17. PLEDGED BANK DEPOSITS/CASH AND
CASH EQUIVALENTS

—E-NF
+=-—A=+—8©
31 December
2019
(REER) (R#EZ)
(Unaudited) (Audited)
BETFT BT
HKS000 HK$000
H& RIBITEH Cash and bank balances 18,268,115 17,138,627
W Less:
AREMNZIEMEEIFRITER  Pledged bank deposits for bills payable 2,701,266 3,305,633
BRERRRIEE DR Guarantee deposits and other restricted
= 1B A #Y H th 52 PR 77 51 deposits with original maturity of less
than three months 340,569 24,125
BERERRRDEBHEBRB Guarantee deposits and other restricted
= 1B A #Y H th 52 PR 77 5K deposits with original maturity of more
than three months 1,841,800 1,284,853
EERRITIE AR Total pledged bank deposits 4,883,635 4,614,611
BeRREEEY Cash and cash equivalents 13,384,480 12,524,016
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S

17. ERFIRITEF

i FEESRR
EEEBY @

ANEEEITHFREREB%%900,813,961
T(ZE—NF+ZA=+—8: B
sm&s%ﬁﬂ BRI AEBE=EA
BLR—FOTHAFER REEMHMNE
Qm%ilm% —E-NEFE+ZA=+—
H:1.10%%E2.10% ) 51 B o AN & B 7] B& I
RBEITRERELRITER WESE -

17. PLEDGED BANK DEPOSITS/CASH AND

CASH EQUIVALENTS (continued)

Included in the Group's bank deposits of HK$900,813,961 (31
December 2019: HK$820,813,364) are time deposits with original
maturity of more than three months but less than one year, which
are carrying interest at market rates ranging from 0.30% to 2.10%
per annum (31 December 2019: 1.10% to 2.10%). These bank
deposits can be withdrawn at any time at the Group’s discretion
without penalty.

RZBZREXNA=TH ARERORITHE
BENT0%E4L79% (ZF—NF+ A
=t+—H:0%%4.57%) WFETIHM R

B o

I

Bank balances of the Group carried interest at market rates ranging
from 0% to 4.79% (31 December 2019: 0% to 4.57%) per annum
as at 30 June 2020.

RIZE_TFXNA=Z+H AEEB KA
BITEFEAERBETRE (BREENE
B MEEFRITOEFEZ BN T1.10%
£390% (ZE—hhF+=ZA=+—8:
0.30%ZE1.55% ) K FE g F| Rt 8o

18. SRITIERK

Pledged bank deposits of the Group represent deposits pledged
to banks to secure banking facilities including bills payable and
carried interest at market rates ranging from 1.10% to 3.90% (31
December 2019: 0.30% to 1.55%) per annum as at 30 June 2020.

18. BANK BORROWINGS

—TNEF
+=—A=+—8
31 December
2019
(REER) (& #%)
(Unaudited) (Audited)
BT T BT
HK$000 HK$000
RITEK Bank borrowings
B Secured 245,486 161,089
Figiii Unsecured 41,349,803 30,904,596
41,595,289 31,065,685
REBBEBEETNAR—FRNEE  Amounts due within one year shown under
G| current liabilities 40,420,806 27,486,200
SEREBBEA T RN — %  Amounts due after one year shown under
EHIM S R non-current liabilities 1,174,483 3,579,485
41,595,289 31,065,685

NZEZTFEXNA=TA  AEEFEF KRBT
1%TA&IE$IJIHE.mmﬂ?tﬂ?ﬁ:ﬁﬂiﬂf"ﬁm
364% (ZE—NF+-A=+—H:383%) &
350% (ZE—NF+ZA=1+—H:432%) °

The average effective interest rate of the Group'’s floating rate bank
borrowings was 3.64% (31 December 2019: 3.83%) per annum,
and that of fixed rate borrowings was 3.50% (31 December 2019:
4.32%) per annum as at 30 June 2020.
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19. BHES 19. BONDS PAYABLE
ERES2EEHINT The movements of the bonds payable are as follows:
—T—NF
+=-A=+—H
31 December
2019
(REER) (2 %)
(Unaudited) (Audited)
BETT BT
HK$000 HK$000
RE/FHRREE Carrying amount as at the beginning of
the period/year 7,952,398 6,847,740
BB 1TE ST E R 5 IE Proceeds received from issued bonds = 1,116,350
JEET L& Interest accrued 116,545 137,551
PE i 38 & Exchange realignment (153,798) (149,243)
RE FROEEE Carrying amount as at the end of the
period/year 7,915,145 7,952,398
JEERSRE: Amount repayable:
—FR Within one year 2,441,345 2,288,443
FE_EFERF In the second to fifth years 5,473,800 5,663,955
7,915,145 7,952,398
RZZ_TFEXA=TH REEEMNES The effective interest rate of the Group’s bonds payable as at 30
ERENEA378%E421% (ZE—HF June 2020 ranged from 3.78% to 4.21% (31 December 2019:
+ZA=+—8:378%%421%) ° 3.78% to 4.21%) per annum.
20. E 5 R HAMENFIE 20. TRADE AND OTHER PAYABLES
—B-FF —T-NF
NA=+tH +=-—A=+—8H
30 June 31 December
2020 2019
(REE) (EHE)
(Unaudited) (Audited)
BT T BT
HK$000 HK$000
B 5 e I8 Trade payables 30,159,028 29,471,893
R Bills payable 10,617,290 13,259,163
Bt 2 Accrued salaries 1,443,396 1,912,778
FEATFIE Interest payable 47,036 93,616
H e IR Other tax payables 471,751 667,354
H fth fE AT R IB Other payables 14,481,925 13,940,109
FERTIRE K Refund liabilities 206,210 24,884
LR BB A B 8 N RRIE Payable for acquisitions of subsidiaries 842,250 706,988

58,268,886 60,076,785
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20. ES R EMENTE @ 20.

KEELNFHEERBN T30E=360K -
ENEEESN FI30E360KH R -
RZZB-_ZEXNA=Z+H AEEEE
8,973,062,000c (ZE—NLF+=A
=+—H :/E%6,210,204,0007T ) K B =
AR5 B AR M 4218 A8 763,070,000
T(ZE—AF+=—A=+—8:%
#620,403,00070) M EW E & KB
2,701,266,000c (ZE—NLF+=A
=+—H : ##3,305,633,0007T ) # = H#E 4F
IRITIFFRFTIEIR (MIFE17) ©

AEEENERHHNE S RMNFANE
o

TRADE AND OTHER PAYABLES (continued)

The average credit period on purchases of goods range from 30
to 360 days. The bills payable have maturity periods ranging from
30 to 360 days. As at 30 June 2020, the Group’s bills payable
of HK$8,973,062,000 (31 December 2019: HK$6,210,204,000)
were secured by the Group’s bills receivable with an aggregate
carrying amount of HK$763,070,000 (31 December 2019:
HK$620,403,000) and pledged bank deposits of HK$2,701,266,000
(31 December 2019: HK$3,305,633,000) (Note 17).

An ageing analysis of the Group's trade payables, based on the
invoice date, is as follows:

0&30K 0-30 days
31&260K 31-60 days
61£290K 61-90 days
HBBI0K Over 90 days

—E-EE —E—NF
ARA=tH +tZHA=+—H
30 June 31 December
2020 2019
(REEZR) (fe&#E%)
(Unaudited) (Audited)
BT T BT T
HK$000 HK$000
16,593,245 19,549,147
5,138,813 3,659,134
2,269,086 1,589,073
6,157,884 4,674,539

30,159,028 29,471,893

AREFERBEYBHNENZENERED
i ENE

0&30K 0-30 days
31E260K 31-60 days
61£290K 61-90 days
BiE90K Over 90 days

An ageing analysis of the Group’s bills payable, based on the issue
date, is as follows:

—ZT-NF
+=-A=+—H

31 December

2019

(REEFZR) (fe&#E%)
(Unaudited) (Audited)
BYTT BT
HK$000 HK$000
1,535,918 11,473,614
1,817,009 507,708
2,113,525 440,988
5,150,838 836,853
10,617,290 13,259,163
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21. EHIRLE 5 21. SHORT-TERM DEBENTURES
—E-FF —TNF
ANA=+H +=—H=+—H
30 June 31 December
2020 2019
(REEZR) (E%)
(Unaudited) (Audited)
B¥TT BT IT
HK$000 HK$000
BEE 1(MsFa) Debentures 1 (Note a) 1,098,842 =
BEFH 2(MisEb) Debentures 2 (Note b) 1,098,030 -
2,196,872 -
Miita: RAREEMEB R RIERSEZZR Note a: China Resources Pharmaceutical Holdings Company Limited (“CR
ERAF([EHEBEZERI )N _E Pharmaceutical Holdings”), a wholly-owned subsidiary of the
—EFWNATERAERBETKET Company, completed the issuance of the second Ultra Short-Term
T _EEE_MBRERES Debentures 2020 in the PRC on 17 April 2020. The second Ultra
T_TEE_HBREHREFET Short-Term Debentures 2020 was issued in a principal amount of
A A AR#1,000,000,0007T (75 RMB1,000,000,000 (HK$1,094,760,000) with a term of 257 days
1,094,760,0007T ) * & HI257 K R & & and a coupon rate of 1.79% per annum.
EREFF1.79% °
Mstb: EHEEIETRR _Z_ZF 1 A Note b: CR Pharmaceutical Holdings completed the issuance of the third
T NBEFETEREIT S _FF Ultra Short-Term Debentures 2020 in the PRC on 28 April 2020.
E-HREHmMES S _TFF The third Ultra Short-Term Debentures 2020 was issued in a
“HREHREFETASRBARE principal amount of RMB1,000,000,000 (HK$1,094,760,000) with
1,000,000,0007t (7% #1,094,760,000 a term of 246 days and a coupon rate of 1.68% per annum.
L) RH26RREEXRREF
1.68% ©
22. a0t 22. BUSINESS COMBINATIONS
(a) WEERE (FE)REFRATF (@) Acquisition of Aonuo (China) Pharmaceutical Co.,
(B ) Ltd. (“Aonuo Pharmaceutical”)
BREDEFEZOED ZEFmME In view of leveraging its core advantages, enriching brand
MEMG BERHBEEZR K_F and product portfolio and realising strategic objectives,
—hNWF+—RAZ+\B -xEEZ on 28 November 2019, China Resources Sanjiu Medical
MEAREBE= NEHRMHERA & Pharmaceutical Co., Ltd. (“CR Sanjiu”) a subsidiary of
A ([EE=h]) B RE s the Group, entered into an agreement with Harbin Gloria
EBRNDERAF([BEHEXE])E Pharmaceuticals Co., Ltd. (“Gloria Pharmaceuticals”) to
ET 0 LIRS ERE R acquire its 100% equity interest of Aonuo Pharmaceutical
FRAEREEI00%RIE-BRRE A held by Gloria Pharmaceuticals. The total consideration was
AR #1,420,000,0007T (HEE R RMB1,420,000,000 (equivalent to HK$1,589,662,000),
#51,589,662,0007T) * B FER &R including cash consideration of HK$1,365,766,000 and
B 78 11,365,766,0007T & %4 ¢ 2 waiver of the debt owed by Gloria Pharmaceuticals due to
BHEFEEMNRBERENEEEE Aonuo Pharmaceutical of HK$223,896,000. The acquisition of
223,896,000 ° Y fiE R R B Aonuo Pharmaceutical was completed on 2 January 2020.
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22. ¥EHEB )

72

(a)

(b)

W BB (PR RERRAF
(MRFERE]) (8)
R E RAER B BRI EER
BENAABENT:

ME - BE R&E
EREEE
BILEE
EXLETRIBEE
Hit3EmBEE
FE

B 5 I H Al SRR
ReRBEEED
B 5 N H At FE A F0R
BHaE

eS8
BB AR R
Hip3EneaE
BAABEEFEZIRFEERAR
WiBE 2 BB

AR5 A
R

MABBEXBNRFRENER

(@)

22. BUSINESS COMBINATIONS (coNTINUED)

Acquisition of Aonuo (China) Pharmaceutical Co.,
Ltd. (“Aonuo Pharmaceutical”) (continued)
Fair values of the identifiable assets and liabilities of Aonuo

Pharmaceutical as at the date of acquisition are as follows:

A U B8 By

BRZ

AREE

Fair value

recognised on

acquisition

(REEHFEZ)

(Unaudited)

BT

HK$000

Property, plant and equipment 124,662
Right-of-use assets 12,630
Intangible assets 360,473
Deferred tax assets 181
Other non-current assets 115
Inventories 37,998
Trade and other receivables 247,311
Cash and cash equivalents 69,887
Trade and other payables (121,708)
Contract liabilities (108,567)
Tax payable (11,963)
Deferred tax liabilities (57,743)
Other non-current liabilities (68)
Total identifiable net assets at fair value 553,208
Goodwill on acquisition 1,036,454
1,589,662

Satisfied by:
Cash 1,365,766
Waiver of the debt owed by Gloria

Pharmaceuticals due to Aonuo Pharmaceutical 223,896
1,589,662

WEBRIR IR EGREBR
DA (LIRS ) 2 8MER

WZZE—NE+_RA=+—H &%
EMHBEARERTIRREEEE
RECAR ([EWIFEE]EE
LA 10%0RE ZRES TR
HiEmEemEE- RS -FF
NANR EETHREENESNRE
AR M48,563,0007T (FHE R 4B K
53,098,000 ) 4z # VT # &% &9 58 Hh
A %HIRHE M AEB RN IHR A
HIERSFH10%IBES1% T THRRAHE
BRBAEEZHBAR -

China Resources Pharmaceutical Group Limited

(b)

Acquisition of additional interests in Jiangxi
Jiangzhong Prepared Slices of Chinese Crude Drugs
Co., Ltd. ("Jiangzhong Prepared Slices")

As at 31 December 2019, China Resources Jiangzhong
Pharmaceutical Group Co., Ltd. (“CR Jiangzhong Group”),
a subsidiary of the Group, held a 10% equity interest in
Jiangzhong Prepared Slices, which was classified as other
non-current financial assets. On 8 June 2020, CR Jiangzhong
Group acquired additional 41% equity interests in Jiangzhong
Prepared Slices at a cash consideration of RMB48,563,000
(equivalent to approximately HK$53,098,000), thereby
increasing the Group's interest in Jiangzhong Prepared Slices
from 10% to 51% and Jiangzhong Prepared Slices became a
subsidiary of the Group thereafter.
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22. ¥ EF e 22. BUSINESS COMBINATIONS (continued)

(b) WEBKIAIPPERE GR (b) Acquisition of additional interests in Jiangxi
A ([CIRRA]) 28 Esm Jiangzhong Prepared Slices of Chinese Crude Drugs
(&) Co., Ltd. ("Jiangzhong Prepared Slices") (continued)
REEER  AIBREERABHAR Fair values of the identifiable assets and liabilities as at the
BE(EARESEEAABEDNSF date of acquisition, which are provisional amounts and are
S SRR (NS subject to the finalisation of the fair value estimation, are as

follows:
RBRRER 2
AREE
Fair value
recognised on
acquisition
(RigEE)
(Unaudited)
BT T
HK$000
M B R Property, plant and equipment 41,353
ERAEAE Right-of-use assets 1,546
mILEE Intangible assets 8,730
TE Inventories 36,087
E 5 & H MW FIE Trade and other receivables 56,836
EtrnsemEE Other current financial assets 49,468
RERBFLEED Cash and cash equivalents 723
B 5 & E b S 5RIE Trade and other payables (71,968)
EEBIBEAE Deferred tax liabilities (3,779)
BARBETEZUHBINZEEEHALE Total identifiable net assets at fair value 118,996
eI R S Non-controlling interests (58,308)
Wi EE Goodwill on acquisition 82
60,770
AT FREE Satisfied by:
B Cash 53,098
HWERBESEIFRSHERMEETH  Finandal asset at fair value through profit or loss
UAREBEFEEESSHAER included in non-current financial assets at the
NEmEE acquisition date 7,672
60,770
BETHEINTENEEAH#ANEE R Additional assessment is required to determine fair value
BERKEBAMNAAEE B of the identifiable assets and liabilities on the acquisition
ABREENRBEFRER T AFHE - date. Thus, the identifiable assets and liabilities may be
WS B HiR -+ B A A B R subsequently adjusted, with a corresponding adjustment to
ITABIEZREE - goodwill within 12 months after the acquisition date.
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S

22.

74

EBEtw

RZEWER B85 REMEKRFENA
o (B {E /A&7 304,147,0007T ° 3% 25 U B4 &Y
ESREMBBUFIENBAENESEALE
307,203,0007T ©

ZJX‘E B E 4 W R 5 AR #1,138,000
T ZERBRAE AT A HAG AR
Tami%%ﬁmﬁ;ﬁﬁz

WKL EENBINEREEBRES A
75 %112,567,0007T ° W U EE A EAEREA
W %8 578 #237,339,0007T °

BERWEER-_ZT-_TF—A—AB%Ak"
EEHARE LR AB189,422,629,000
T M EAPE M A8 5 3,656,381,0007T ©
ZERERHERSAC A AV RBER
R-_E-_TF—A—BRNBERTASE
BT BRSNS KA R - T ERE
BARRELEHTEA -

China Resources Pharmaceutical Group Limited

22. BUSINESS COMBINATIONS (continued)

The fair value of trade and other receivables as at the date of these
acquisitions amounted to HK$304,147,000. The gross contractual
amount of trade and other receivables of these acquisitions was
HK$307,203,000.

The Group incurred transaction costs of HK$1,138,000 for these
acquisitions. These transaction costs have been expensed and are
included in other expenses in the interim condensed consolidated
statement of profit or loss.

Included in the profit for the period was HK$112,567,000
attributable to the additional business generated by the acquirees.
Revenue for the period included HK$237,339,000 generated by the
acquirees.

Had the acquisitions been completed on 1 January 2020,
total group revenue for the period would have been
HK$89,422,629,000, and profit for the period would have been
HK$3,656,381,000. The pro-forma information was for illustrative
purposes only and was not necessarily an indication of revenue and
results of operations of the Group that actually would have been
achieved had the acquisition been completed on 1 January 2020,
nor was it intended to be a projection of future results.
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22. XBEH 22. BUSINESS COMBINATIONS (continued)
WHEELARE ARBKEAEEETEY Goodwill arose in the acquisitions because the cost of the
REE DHERTEELEREMEEHK combination included the benefit of expected synergies, revenue
B FE U S 77 60 TE R 19 (R U il 2~ W growth, future market development, the assembled workforce and
B RETHER  ANEERZEHER the control premium of the acquirees as the acquirees are engaged
B mARZEN L IS RAIBTEE in various areas relating to the manufacturing, distribution and retail
WREREE TG R By RER - in the pharmaceutical and medication industry. These benefits were

not recognised separately from goodwill because they did not meet
the recognition criteria for identifiable intangible assets.

Eﬁ:t——\'—qu
NA=t+HILE
~ME B

For the six
months ended
30 June 2020

(REER)
(Unaudited)
BT T
HK$000
BREHECRERESWTUT An anlaysis of the cash flow in respect of
these acquisitions is as follows:
RERE Cash consideration 1,418,864
WERe MR EEY Cash and cash equivalents received (70,610)
VAR E B 508 Prepayment made in prior year (94,036)
ST AE AL R RIBR R £ 5 Amount not paid and included in other payables (158,966)
WEEsREREFE Net cash outflow on acquisitions 1,095,252
23. EIE 23. COMMITMENTS
—B-FF —TNF
AA=tH +tZHA=+—H
30 June 31 December
2020 2019
(RBEE) (E)
(Unaudited) (Audited)
BT T BT T
HK$000 HK$000
FUBE A T B IBE 5T 4{B AR B4 : Contracted but not provided for in relation
to the acquisition of:
—ME - BEERRENEFEAE - property, plant and equipment,
and intangible assets 371,942 511,599
—RHERAR B ARIMAAE - equity interests in subsidiaries/
associates 134,655 1,491,444
506,597 2,003,043
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24. BB N ER 24. RELATED PARTY DISCLOSURES
() EXBEBAIRS (a) Significant transactions with related parties
MRz EH MG S M B RKRATF The Group entered into the following transactions with
ey E Ath 22 F HN - A S [ HA A BE related parties during the period in addition to transactions
BATENATRS: detailed elsewhere in these interim condensed consolidated

financial statements:

BEAA=tTRHILAEA

For the six months

ended 30 June

2020
(REER) (REEFEZ)
(Unaudited) (Unaudited)
BT T BT
HK$000 HK$000
HEX Sales
EES =N Fellow subsidiaries 109,515 158,228
B 2 B BB 1 A A B & A A Associates of a fellow subsidiary 176,755 226,019
BENE Joint ventures 3,677 1,532
FEIE R = Non-controlling interests = 2,365
iR l/NE Associates 90,876 -
380,823 388,144
BEEHE Purchases
EES = ING Fellow subsidiaries 31,517 10,425
=N Associates 17,456 2,235
BREME Joint ventures 19,523 1,299
68,496 13,959
ENERE Management fee paid
EAl/NE] Associates 3,507 988
EESI=NG Fellow subsidiaries 5,292 8,981
8,799 9,969
HEMNR Lease payments
/NS Associates 584 477
AENE Joint ventures 2,305 -
BENEEIAGD Fellow subsidiaries 9,012 12,432
11,901 12,909
R&E Service fee
EES =N Fellow subsidiaries 13,148 4,057
BB NN o) =N Associates of fellow subsidiaries = 5,457
SRS Non-controlling interests 9,376 8,387
AN Associates 1,747 1,501
24,271 19,402
FE WA Interest income
B 2 N A Associates 71,307 45,422
FEMEX Interest expenses
RPN Intermediate holding company 69,708 32,231
B Z KB A R Fellow subsidiaries 475 -
N Associates 27,026 18,140
97,209 50,371
BEEZRB ZERI RN —MBE In the opinion of directors, these transactions were carried
AR R Y F 5 E W IKFEGE out on terms agreed with the counterparties in the ordinar
g p y
1Te course of business.
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24. BEEE L IRE ) 24. RELATED PARTY DISCLOSURES (continued)

(b) EXREAHEF &EER
AREBERY S BATERGE R

(b) Significant balances with related parties
The Group had the following significant balances with its
related parties:

—ECEZHF —E-NF
~NA=+H +=—A=+—8
30 June 31 December
2020 2019
(REER) (fe2&x)
(Unaudited) (Audited)
BT T BT T
HK$000 HK$000

FBUWUTESHWE ZEWTKIE Trade receivables from
EEXi) VNG Fellow subsidiaries 20,454 41,991
BETE Joint ventures 1,796 253
NN Associates 49,818 43,365
BB EPNGEIEo) =N Associates of fellow subsidiaries 151,381 174,864
223,449 260,473

BEWUT &S WEMEWFIE Other receivables from
EESIENG Fellow subsidiaries 3,861 2,744
SESLIEPNGIE )N Associates of fellow subsidiaries 78 -
BEMPE Joint ventures 6,812 3,643
HEZERAA Immediate holding company 17,967 17,967
NN Associates 1,438,317 2,910,098
FEPERR A A Non-controlling interests 37,100 31,827
1,504,135 2,966,279

EAFUTESHRE Prepayment to

EESIENG Fellow subsidiaries 1,548 3,829
Fll/N] Associates 25 -
1,573 3,829

BT W B E s R B

Except for certain other receivables due from associates of

1,437,9499147L (ZE— NF 8
#2,908,091,75070) @ IR E B FH =
6.09% 5 IZFBIARRIT ([HFEA
R\BITHRMH —FHERESE
& LFSEERE (ZT— 4
5.23%%6.09%3k & B A RIE1T
DR — FEIERE LR R F)F5
EE A B 51 8 /95 T H Ath fE U 5k
TEAN - 5% 5 F) 5 09 JE R SR TE BB R 4R
FUHEREE -BEGNR T _F
FEXNA=+ER-ZZE—LFE+=A
=+ — B A FE R T FORRH R
H-EHE S KA EUGRIATEH
R—F R -

HK$1,437,949,914 (2019: HK$2,908,091,750) which bear
interest at the lending rate of 6.09% or at the benchmark
one-year lending rate of the People’s Bank of China (PBOC)
plus 5 basis points (2019: 5.23% to 6.09% or at the
benchmark one-year lending rate of the PBOC plus 5 basis
points), the remaining receivables are unsecured and interest-
free. No provisions are made against the receivables from
related parties as at 30 June 2020 and 31 December 2019.
The trade and other receivables are expected to be received
within one year.
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24. BEAEE IR ER () 24. RELATED PARTY DISCLOSURES (continued)
(b) EREEHER (B (b) Significant balances with related parties (continued)
Bt H#n B EE Other non-current assets
FHMERBEEFR AR AJE Included in other non-current assets is an amount due from
I — fE1 Bt &2 A =) 7% #6908,650,800 an associate of HK$908,650,800 (2019: HK$368,395,500),
7T (ZZF— I - #%%368,395,500 which bore interest at the lending rate of 6.09% (2019:
TL) EBERFEE.09%EE (ZF 6.09%).

—NE:6.09%) °

—ZT-NEF

+=ZA=+—H

31 December

2019

(REEZR) (e &#E%)

(Unaudited) (Audited)

B¥TT BT T

HKS000 HK$000

EAUTREENE S EMRIE Trade payables to

EESy=ING] Fellow subsidiaries 3,173 718

BETE Joint ventures 5,790 6,062

S /NE] Associates 13,231 9,239

22,194 16,019

EARTEEHNEMEMTKIE Other payables to

JEIE RS Non-controlling interests 1,279,175 841,255

S /NE] Associates 19,214 13,551

BERE Joint ventures 11,814 11,454

B Z KB A R Fellow subsidiaries 13,634 2,852

HEZERAA Immediate holding company 369,027 -

H R A A Intermediate holding companies 7,837,622 13,215,858

9,530,486 14,084,970
BT —ERMNPBZRAREE Except for the other payables to an intermediate holding
7,750,041,3397C (ZZE— N F & company of HK$7,750,041,339 (2019: HK$13,116,350,000),
#13,116,350,0007T ) @ L EBIRTT which bear interest at 5 basis points mark up of HIBOR (2019:
FEFEMBSEER(ZF—A 3.92% or 5 basis points mark up of HIBOR), the remaining
F3.R2%HBRBEBRITAERL payables are unsecured, interest-free and repayable on

ANPRSME 2 B ) 5t B EY H At FE A 3R demand.
BN HERGO RN FREBEL
AR REBEREE-
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24. RELATED PARTY DISCLOSURES (continued)

() Key management compensation

BZEANB=1tHIAKAEA

For the six months

ended 30 June

2020
(REER) (REER)
(Unaudited) (Unaudited)
BT T ABET T
HK$000 HK$000
e R R Salaries, allowances and bonuses 4,303 3,282
IR FET B Retirement benefit scheme contributions 188 122
4,491 3,404

(d) EEEMHREBFESERNRT
5./ ek
AEBEREERFBIETEE TR
TherEE (RBTEBER) R
VERER G BRER EREE
i —RIRITEE - ERZAFRITR
SHME AR EFRAIELE
BIREL EEE-

25 TREENTHEENAR
BERAEERBR

AEBSBTAZEEERALEE (K
EEERAAEEAREEERIN) B
mT

(d) Transactions/balances with other PRC government
controlled entities
The Group has entered into various transactions, including
deposit placements, borrowings and other general banking
facilities, with certain banks and financial institutions which
are government-related entities in its ordinary course of
business. In view of the natures of those banking transactions,
the directors of the Company are of the opinion that separate
disclosure would not be meaningful.

25. FAIR VALUE AND FAIR VALUE HIERARCHY
FOR FINANCIAL ASSETS AND FINANCIAL
LIABILITIES

The carrying amounts and fair values of the Group’s financial
instruments, other than those with carrying amounts that

reasonably approximate to fair values, are as follows:

—E-ZHXKXA=tH —h&E+=ZA=+—8H
30 June 2020 31 December 2019
RREE DMREE RHEE AR EE
Carrying Carrying
amount Fair value amount Fair value
BT T BT T BEET T BT
HK$000 HK$000 HK$000 HK$000
SAFRBBENEE Interest-bearing bank borrowings
RITIER included in non-current liabilities 1,174,483 1,046,760 3,579,485 3,445,900
SHASERB B EMENES Bonds payable included in non-
current liabilities 5,473,800 5,345,384 5,663,955 5,508,455
#et Total 6,648,283 6,392,144 9,243,440 8,954,355
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25.

80

tREERESHEENAN
BERAABEER @

BEEBMERAR R kREEFEY -
EEMER AR S REMEKERIAR
TREE ERBemEE FABRS
REAMENFTIRN SR EE - U TS
BT R AR E 5 BN ESR BT
Mo REFRRITERONAL IO
EBEEESEAZREERS  ETE2HNK
ETAREHRIIH-

HUBEEREZAKE 2 M HMA
BEEFTemIANABEAENHER
BF-MEKEERAERMEERE
AERBEEHo-NEME Y BMEEM
IMERMIANEEZBHUEEHET
HERNEIR28 - HEREEVTEEZ
R - i (EBE M GRS F RN T
REREPEAREERTRZESETH

N
afd ©

ERMEEMBBZAREBEFABRRE (M
FREHBFREE) RZFETNERNRS
FREMTAZEBA - REFHAAEE
B AT A RBRR:

RITERO R RBETIZEFRLUER
EERER LR GFEHN TANRTNE
BEREMAKRBREREAE - R T -F
FRNA=Z1TB - REEHFBRITEN
MM EOERBFERLTEX - EERE
AEENTEORR  BNSESHNALE
BRBUESFH RS M5 H RERR A
ARREREME -

China Resources Pharmaceutical Group Limited

25. FAIR VALUE AND FAIR VALUE HIERARCHY

FOR FINANCIAL ASSETS AND FINANCIAL
LIABILITIES (continued)

Management has assessed that the fair values of cash and cash
equivalents, pledged deposits, financial assets included in trade
and other receivables, other current financial assets, financial
liabilities included in trade and other payables, amounts due from/
to related parties, short-term debentures, the current portion of
bonds payable and the current portion of interest-bearing bank
borrowings approximate to their carrying amounts largely due to
the short-term maturities of these instruments.

The Group’s finance department headed by the finance manager
is responsible for determining the policies and procedures for
the fair value measurement of financial instruments. The finance
manager reports directly to the chief financial officer and the
audit committee. At each reporting date, the finance department
analyses the movements in the values of financial instruments and
determines the major inputs applied in the valuation. The valuation
is reviewed and approved by the chief financial officer. The valuation
process and results are discussed with the audit committee twice a
year for interim and annual financial reporting.

The fair values of the financial assets and liabilities are included
at the amount at which the instrument could be exchanged in a
current transaction between willing parties, other than in a forced
or liquidation sale. The following methods and assumptions were
used to estimate the fair values:

The fair values of bank borrowings have been calculated by
discounting the expected future cash flows using rates currently
available for instruments with similar terms, credit risk and
remaining maturities. The Group’s own non-performance risk for
interest-bearing bank borrowings as at 30 June 2020 was assessed
to be insignificant. The fair value of the bonds payable is estimated
by discounting the expected future cash flows using an equivalent
market interest rate for similar bonds with consideration of the
Group's own non-performance risk.
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Notes to Interim Condensed Consolidated Financial Statements

HE-_Z-_ZTF/A=FTHI;NEA For the six months ended 30 June 2020

25 TREERESREEN AR

BERAABEER @

EEMBREREN D ABETRAUL
EEAEEMBERI LRI FHRE
AERHER TSN GERMEE - %iE
BEERESRETE RE - B REE
BraEn®wEmAR (A7) T AS
EHA A RARERBEREH
(Plan 2 EERERAE RE -FE
N8 AT 27 ([EV/EBITDA | ) (S8 &
BE([HRR])EH) - EFH8IZEL
BRAGMDEEERURNGEE-
REOGHEEBREREAFFTEEERLR
BRI AR AR CHTFEMNIERDE
CNRBERESEERZ BT E -PT:E
BEERNIE LM REREBERT
ENFTERAREBE - ESAEIEERMN
EEZEF AR BE (RERAFBRR
RAR) RABAEBEZS (REHEA
R)EBEE NARBREHARAZRBEE
e

AEERAEIF EIRE (BIRBE A RTT
BIOMEMER) ARBREEARBEL
HIR KRB TANMSNRERRE
RenBftEELEFZEIFLTRE

FOPAVI R

25. FAIR VALUE AND FAIR VALUE HIERARCHY

FOR FINANCIAL ASSETS AND FINANCIAL
LIABILITIES (continued)

The fair values of unlisted equity investments have been estimated
using a market-based valuation technique based on assumptions
that are not supported by observable market prices or rates.
The valuation requires the directors to determine comparable
public companies (peers) based on industry, size, leverage and
strategy, and to calculate an appropriate price multiple, such as
enterprise value to earnings before interest, taxes, depreciation
and amortisation (“EV/EBITDA") multiple and price to earnings
("P/E") multiple, for each comparable company identified. The
multiple is calculated by dividing the enterprise value of the
comparable company by an earnings measure. The trading multiple
is then discounted for considerations such as illiquidity and size
differences between the comparable companies based on company-
specific facts and circumstances. The discounted multiple is applied
to the corresponding earnings measure of the unlisted equity
investments to measure the fair value. The directors believe that the
estimated fair values resulting from the valuation technique, which
are recorded in the consolidated statement of financial position, and
the related changes in fair values, which are recorded in profit or
loss, are reasonable, and that they were the most appropriate values
at the end of the reporting period.

The Group invests in unlisted investments, which represent wealth
management products issued by banks in Mainland China. The
Group has estimated the fair value of these unlisted investments by
using a discounted cash flow valuation model based on the market
interest rates of instruments with similar terms and risks.
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25 eMEEREMEBENAR
BERAABEER @

25. FAIR VALUE AND FAIR VALUE HIERARCHY
FOR FINANCIAL ASSETS AND FINANCIAL
LIABILITIES (continued)

The following tables provide the fair value measurement hierarchy
of the Group's financial assets and financial liabilities:

TRUBAKECREENSRARNA
REEFEER:

ATPSAAETHAABENE

Fair value measurement using

EE™ S EATEE EBEATIBE

R E BAZE BAE

(B—4) (B=4) (B=4)

Quoted

prices in Significant Significant

active observable unobservable

markets inputs inputs

As at 30 June 2020 (Level 1) (Level 2) (Level 3)
(RBER) (RBER) (REER) (REER)
(Unaudited) (Unaudited) (Unaudited) (Unaudited)
BET T BET T BETT YT
HKS000 HK$000 HK$000 HK$000

BAABETENESMEE: Finandial assets measured at fair
value:
BOAEEHEEEES  Financial assets at fair value through
FAEMZEKE other comprehensive income
B HRWFIER Trade and bills receivables
ERRE - - 21,183,756 21,183,756
WAREEFEREHEE  Financial assets at fair value through
FABENEREE profit o loss

EERRESR Asset-backed securities = = 534,546 534,546
A E M Financial products = = 8,259,007 8,259,007
BRER A Equity investments - - 454,742 454,742
@t Total - - 30,432,051 30,432,051
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25 SREERSREEN AL 25 FAIR VALUE AND FAIR VALUE HIERARCHY
BERAAEBEER @) FOR FINANCIAL ASSETS AND FINANCIAL
LIABILITIES (continued)

2

ATIIAETNRAEETE

Fair value measurement using

mEMS  EAUBE EACIEE
HRE BARE WAZR

(%) (F=8) (F=4)
Quoted
prices in Significant Significant
active observable  unobservable
markets inputs inputs
As at 31 December 2019 (Level 1) (Level 2) (Level 3)
(REEER) (REER) (REER) (REER)
(Unaudited) (Unaudited) (Unaudited) (Unaudited)
BEFT BEFT AT BETFT
HK$000 HK$000 HK$000 HK$000
BAABETEMNEMEE: Finandial assets measured at fair
value:
BAREENEEESZE  Finandal assets at fair value through
FAEMZEKE other comprehensive income
SREE
B HRWFIER Trade and bills receivables
ERRE - - 20,756,903 20,756,903
BAREENEEESZE  Finandal assets at fair value through
FABENEREE profit or loss
BEEREES Asset-backed securities - - 532,586 532,586
B ER Financial products - - 4,946,093 4,946,093
RER A Equity investments - - 412,215 412,215
@t Total - - 26,647,797 26,647,797
AEERZZE_ZTFA=+HILERF The Group did not have any financial liabilities measured at fair
BEALAREBEAENEREE (=T value as at 30 June 2020 (31 December 2019: nil).
—NWF+-—A=+—8:#&)-
A - %—i&?ﬂiﬁiﬁﬁiﬂ AREEEE There were no transfers between Level 1 and Level 2 fair value
"% EBE EERZE-NFRHA measurements during the period, and no transfers into or out
=+ ElJJ:/\{I)EJ TREERERARY of Level 3 fair value measurements during the six months ended
BE-HAABEFEEANEL - 30 June 2020 and 2019 for both financial assets and financial
liabilities.
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26.

27.

84

HEMmEREE

RIZ-_ZFE-ARBENTEMREERT
B Rt AR BB - FE A E A B
BEBAFE -ENERUETE FEIREE
HURR IR BN BRSO B AR
B o REE B BRI B AN B RIS
M AR ARE BB AR KA LR
FEWFRERRE -

#E B BRAR S B S Rk

PRI AR A M BERRN - _FFN
AZtERRESeiERRETH-

China Resources Pharmaceutical Group Limited

26. IMPACT OF COVID-19

27.

The outbreak of COVID-19 in January 2020 continues to spread
throughout China and to countries across the world. COVID-19
had certain temporary impact on the business operations of the
Group, and the degree of the impact depends on the situation of
the epidemic preventive measures and the duration of the epidemic.
The Group will monitor the development of COVID-19 closely,
assess and react actively to its impact on the financial position and
operating results of the Group.

APPROVAL OF THE INTERIM CONDENSED
CONSOLIDATED FINANCIAL STATEMENTS

The interim condensed consolidated financial statements were
approved and authorised for issue by the board of directors on 27
August 2020.
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