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China Resources Pharmaceutical Group Limited (stock code: 3320) is a leading
integrated pharmaceutical company in China. Our business encompasses
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 one of the third largest
pharmaceutical distributors (by revenue) in China.

In October 2016, the Company successfully completed its global offering
in Hong Kong. Our manufacturing business encompasses the research and
development, manufacturing and sale of pharmaceutical products. We
manufacture 626 products comprising chemical drugs, Chinese medicines
and biological drugs as well as nutritional and healthcare products, covering
a wide range of therapeutic areas including cardiovascular, alimentary
tract and metabolism, large-volume IV infusion, pediatrics, respiratory
system, etc. Moreover, we own a range of famous brands, such as “999",
“Dong-E-E-Jiao”, “Double Crane”, “Zizhu", "Jiangzhong” and “Boya”,
covering therapeutic areas including cold, gastroenterology, dermatology,
pediatrics, orthopedics, plasma products, among others. In future, we will
actively expand into health management and products for chronic disease
management to meet the full-cycle and multi-dimensional healthcare needs of
Chinese households from prevention, healthcare, therapy to recovery.

We regard R&D and product innovation as important drivers for our long-term
growth and consistently increase the investment in R&D activities. We operate
five State-certified engineering technology research centers, three State-
certified enterprise technology centers and approximately 50 provincially-
accredited research centers, with a R&D team comprising over 2,300 staff
members.

Leveraging our comprehensive product supply and wide distribution networks,
we directly distribute products to hospitals and other medical institutions
across the country. We operate a national distribution network comprising
over 200 logistics centers strategically across 28 provinces, municipalities and
autonomous regions in China, with around 150,000 clients, including 9,543
second- and third-class hospitals and more than 70,000 primary medical
institution clients. In addition, we operate one of the largest retail pharmacy
networks in China, comprising 793 retail pharmacies under national or
regional premium brands — “CR Care (¥ =)" and “Teck Soon Hong
(f=1577)", including 228 DTP specialty pharmacies (which cover 138 “dual
channel (#3838)" pharmacies).
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BOARD OF DIRECTORS

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

Executive Director and Chief Executive Officer

Mr. Bai Xiaosong
(appointed on 14 January 2022)

Executive Director and Vice President
Mr. Tao Ran

Executive Director, Chief Financial Officer and Vice President

Mdm. Weng Jingwen

Non-executive Directors
Mr. Lin Guolong
Mdm. Guo Wei

(appointed on 13 February 2023)
Mr. Tan Ying

(resigned on 25 August 2022)
Mr. Hou Bo
Mdm. Jiao Ruifang

(appointed on 14 January 2022)
Mr. Qing Mei Ping Cuo

(resigned on 14 January 2022)

Independent non-executive Directors
Mdm. Shing Mo Han Yvonne

Mr. Kwok Kin Fun

Mr. Fu Tingmei

Mr. Zhang Kejian
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AUDIT COMMITTEE

Mdm. Shing Mo Han Yvonne (Chairman)
Mr. Lin Guolong
Mdm. Jiao Ruifang
(appointed on 14 January 2022)
Mr. Kwok Kin Fun
Mr. Fu Tingmei
Mr. Zhang Kejian
Mr. Qing Mei Ping Cuo
(resigned on 14 January 2022)

NOMINATION COMMITTEE

Mr. Han Yuewei (Chairman)
Mdm. Shing Mo Han Yvonne
Mr. Kwok Kin Fun

Mr. Fu Tingmei

Mr. Zhang Kejian

REMUNERATION AND APPRAISAL COMMITTEE

Mr. Kwok Kin Fun (Chairman)
Mr. Lin Guolong

Mdm. Shing Mo Han Yvonne
Mr. Fu Tingmei

Mr. Zhang Kejian

CORPORATE GOVERNANCE COMMITTEE

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

Mr. Bai Xiaosong (Chairman)
(appointed on 14 January 2022)

Mdm. Weng Jingwen

Mr. Tao Ran

Mr. Han Yuewei (Chairman)
(resigned on 14 January 2022)

AUTHORIZED REPRESENTATIVES

Mr. Bai Xiaosong

(appointed on 14 January 2022)
Mdm. Weng Jingwen
Mr. Han Yuewei

(resigned on 14 January 2022)

COMPANY SECRETARY
Mr. Lo Chi Lik Peter

LEGAL ADVISORS

Clifford Chance
Jia Yuan Law Offices

AUDITOR

Ernst & Young
Certified Public Accountants
Registered Public Interest Entity Auditor

REGISTERED OFFICE
41/F, China Resources Building
26 Harbour Road

Wanchai

Hong Kong

SHARE REGISTRAR

Tricor Investor Services Limited
17/F, Far East Finance Centre
16 Harcourt Road

Hong Kong
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PRINCIPAL BANKERS

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

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

China Development Bank Beijing Branch

China Development Bank Hong Kong Branch

China Merchants Bank Beijing Branch

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

Mizuho Bank, Ltd., Hong Kong Branch

MUFG Bank, Ltd., Hong Kong Branch

Overseas-Chinese Banking Corporation Limited

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

The Export-Import Bank of China

The Export-Import Bank of China Beijing Branch

United Overseas Bank Limited, Hong Kong Branch

INVESTOR RELATIONS CONSULTANT

Strategic Financial Relations Limited

COMPANY’S WEBSITE

http:/Awww.crpharm.com

STOCK CODE
3320
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BUTEE

ERBFAE]
“AGM”

[4EA =240 A
"Articles of Association”
=34

“Board”

[HERBE |

“BSCOMC”

[{EEE<FA]
"CG Code”

[hE]
“China” or “PRC"

INEIECITN
“Companies Ordinance”

NGNS

“Company” or “CR Pharmaceutical”

[ BRTT

“CR Bank”

[EEEY]

“CR Biopharm”

Definitions

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

RRABRFBFARE

annual general meeting of the Company

AREIRZEZZFRAA T EHERIARREMNABERME (K&
TEFHEET)

the articles of association of the Company (as amended from time to time),
adopted by a special resolution passed on 27 May 2022

BExg

board of Directors

ERBEEERELEERRAR  FIMIEREAERKLLEERRL  —K
RABEFMRZOBEERE  REMANEERR

Beijing State-owned Capital Operation and Management Company Limited
(St RBEBEERELEERFMRAA), formerly known as Beijing State-Owned
Capital Operation And Management Center (1t B A & A& & & 18 b
L)), a state-owned enterprise incorporated in the PRC and our substantial
Shareholder

LR AR+ T E A AT R

Corporate Governance Code set out in Appendix 14 to the Listing Rules

REARKNME  fiAFHRNE  TEESS  RFISEITHRRE RS E
People’s Republic of China, excluding, for the purposes of this annual report
only, Hong Kong, Macau SAR and Taiwan

NEaHER (BB EFIE622F) (FETREER])
the Companies Ordinance (Chapter 622 of the Laws of Hong Kong) (as
amended from time to time)

ERHEEEERRAA
China Resources Pharmaceutical Group Limited

HKEEBHRITROBERAR  —KRPEKINBRNBRARALA K
WAL R IRE T IRTT - RAFHRAH - ERROFEHT470.28%
T

China Resources Bank of Zhuhai Co., Ltd. (%K /& # B IRTAX D B R A &),
a company limited by shares established in the PRC and a municipal bank
headquartered in Zhuhai, in which CRI holds approximately 70.28% interest
as at the date of this annual report

EHEMBEGRAR - AIBEREYMBEZCRI) BARLAA - —KRF
BRI HABARAR  REARFINIFEZENE LA

China Resources Biopharmaceutical Co., Ltd. (EHEYW B BB R A 7)),
formerly known as China Resources Biopharmaceutical (Shenzhen) Co., Ltd.
(FEHAEmEBECRY) AR A A, a company established in the PRC, with
limited liability, and a non-wholly- owned subsidiary of the Company

China Resources Pharmaceutical Group Limited Annual Report 2022 07
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[FEEEHEY )

“CR Boya Bio-pharmaceutical”

[E B8R

“CR Digital ”

[E B

"CR Double-Crane”

[FEEME

“CR Gas”

[H8IH 2 IR R

“CR Gas Chenzhou”

[ E]

“CR Health”

[FEHEH]

“CR Holdings"”

[ Bk

IICRIII
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EHEREDREEERGCERAR  FIBEHREVHEEERHER
ANE —RBRBREOERESIMA LN AR EROERNEZRSHM LT
(R 5% - 300294) - WARRENIEREWE R F]

China Resources Boya Bio-pharmaceutical Group Company Limited (£ & 18
A Y R [ % 1) B FR A 7)), formerly known as Boya Bio-pharmaceutical
Group Company Limited (1% J 4 47 & 2% & B fx {5 5 R 2 1), a company
incorporated under the laws of the PRC, the shares of which are listed on the
Shenzhen Stock Exchange (stock code: 300294) and a non-wholly-owned
subsidiary of the Company

ERHEPERERAR (AIBEMEERZEARRDAF) » —FK N B
BRI BRAR - BREBRMHZENE QT

China Resources Digital Holding Co., Ltd. (formerly known as China Resources
Resolink Co., Ltd. (HE &S Z R BB A F])), a company incorporated in the
PRC with limited liability, a wholly-owned subsidiary of CRI

FEREREERMERLE  —KBEFBUEETMAIHAE - HRH
EEBFFZZH LT (RMHASE : 600062) * WARARZIEEENE
NS

China Resources Double-Crane Pharmaceutical Co., Ltd. (B & #5222 A% (5
BPR/AA]), 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

EHRRERBRLAF S —KRARENZNBRDAF] - ERD R
(RO RSE :1193) - EREHEENAFREPFEH61.46%
China Resources Gas Group Limited (ZE ¥ R 1%k B R A 7]), a company
incorporated in Bermuda with limited liability, the shares of which are listed
on the Stock Exchange (stock code: 1193) in which CR Holdings holds
61.46% interest as at the date of this annual report

HWMNEERRERAR - —KRPETMKZZBRAR - TAFEERR
ZHEEE2ENB AR

Chenzhou China Resources Gas Company Limited (#8 ) Z B KX R A R A
A]), a company incorporated in the PRC with limited liability and an indirect
wholly-owned subsidiary of CR Gas

EHEREEERAR  AIBAEHEREEARAR  —KNEETM
KRB BERART AEEEENZEWE AR

China Resources Healthcare Group Limited (358 {EEEE B R A 7], formerly
known as ZEHEE £ E E R A F]), a company incorporated in Hong Kong
with limited liability and a wholly-owned subsidiary of CR Holdings

EHEE)ARQR —HZREBBTMRINERLAR  REBKNOE
FRARZEMNE LA REMHIERRER

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

FERERMDBERIR - —KRFBEBZH R AR AR I AR AR
=

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

[EHHEE]

“CR Leasing”

[ B8]

"CR Medical”

[EHEEEE

"CR Pharmaceutical Commercial”

It
y

st

[ 388 B

“CR Pharmaceutical Holdings”

[EHBHEERED

“CR Pharmaceutical Industry Fund”

[EBH=N]

“CR Sanjiu”

Bx
Definitions

EMIFHEEEEREARR  —KRFPEKTHAT - BIIHPEED
TRRARER - WAR AR ZIEEREMB AR

China Resources Jiangzhong Pharmaceutical Group Co., Ltd. (¥ B )T+ &
= [/ 5 [R & LA F), a company established in the PRC, the controlling
Shareholder of Jiangzhong Pharmaceutical and a non-wholly-owned
subsidiary of the Company

EHMEHEERAR AIBEHEEBRAT  —RRPBEKIMBR
HEAERQA - RAFHRAH  FHROBEEFEEE0% R

China Resources Financial Leasing Co., Ltd. (EERmEHEER A A),
formerly known as China Resources Leasing Co., Ltd. (Z2/EEEHR A 7)),
a limited liability company established in the PRC, in which CRI holds 60%
indirect interest as at the date of this annual report

FEHERERERAA —KPHASHSTMRINERAE - HRHG
FEBE P B (R ASE - 1515) - K EHEBMNAFRAHFFH
36.58% 1# 7

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

FHBERXEEARARF  AIBLERBERNDARRAR] —HZR_FF
ZEFT AT EARBPEERZEMKINAR  REARAZENB

NS

China Resources Pharmaceutical Commercial Group Company Limited (2
BEEp¥EEEAR A R]), formerly known as Beijing Pharmaceutical Co., Ltd.
(46 B8 2E 3% 15 A BR /2 &), a company incorporated under the laws of the
PRC on 27 December 2000 and a wholly owned subsidiary of the Company

EHEEERERAR BT = NIERERAT - —KBEREERET
M Z AT - BAAEIZENE AT

China Resources Pharmaceutical Holdings Company Limited (2 B B %2 175 i%
BBR A7), formerly known as New Sanjiu Holdings Co., Ltd (3T = LIER A
R 72 A]), a company incorporated under the laws of the PRC and a wholly-
owned subsidiary of the Company

FHBEOLR)EEREESAECE(BRARE) —KRHREKIZH
NR - REENBERR  REERNKFRAMHFEAFE275% E 5
China Resources Pharmaceutical (Shantou) Industry Investment Fund
Partnership (LLP) (EHBEOLBR)EXEREES B LEZ(BERER)),
established in the PRC, an associate of the Group, in which the Group holds
27.5% interest as at the date of this annual report

ER-NBERMERRA  —KBEFPBUEEFMKIHAE - HRGH
TERNEHZ S L (RG MR - 000999) @ WAKRREZF2ENE
NS

China Resources Sanjiu Medical & Pharmaceutical Company Limited (2 /&
ZNEER KB BRAQF]), a company incorporated under the laws of the
PRC, the shares of which are listed on the Shenzhen Stock Exchange (stock
code: 000999) and a non-wholly owned subsidiary of the Company

China Resources Pharmaceutical Group Limited Annual Report 2022 09
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[FEE=0 M)

“CR Sanjiu Chenzhou”

[ BEE]

“CR Trust”

E X
“CR Zizhu"”
(==
“Director(s)”
[ 5% o ] 2 |

“Dong-E-E-Jiao”

[ZREE ]

"Group"

(&%)
"Hong Kong"”

[XFEM]

“Immunotech”

[T AR 22 |

“Jiangzhong Pharmaceutical”

[ AR AL

“Listing Rules”

10 2022 F 3R EHBEEEARAR

EFE=ZNIMN) RWEERAF - —KRFEFMHKI2BERART - A
AArEEIEZENE R A

China Resources Sanjiu (Chenzhou) Pharmaceutical Company Limited (Z£ /&
=N (BN BLBEH R A F]), a company incorporated in the PRC with limited
liability and an indirect non-wholly-owned subsidiary of the Company

FEHRBERETERAT  —RRAPREKIMNEREFERR - RAFHA
B #ZHROBAEBSEREERAFTNEERAEFRS1% Ea

China Resources SZITIC Trust Co., Ltd. (ZEE R ZEFEHR A A)), a limited
liability company established in the PRC, in which CRI indirectly holds 51%
interest through China Resources Capital Holdings Investment Co., Ltd. (=4
SR E B R A R]) as at the date of this annual report

ERHRMEEERAR] - —HKRFPEKTHARE - BARRNEEWB A
Al

China Resources Zizhu Pharmaceutical Co., Ltd. (B &M 22 B[R A 7)),
established in the PRC, a wholly-owned subsidiary of the Company

ARAESR

director(s) of the Company

R BROHDARAR  —RBEFBZEFIMALAAR - HROER
YEHZ S (BN AREE : 000423) - WAKRARZIEZEH B AT
Dong-E-E-Jiao Company Limited (ZR P[] B A% 15 B R & &), a company
incorporated under the laws of the PRC, the shares of which are listed on the
Shenzhen Stock Exchange (stock code: 000423) and a non-wholly-owned
subsidiary of the Company

RATREME AR
the Company and its subsidiaries

HEEBERIITRE
the Hong Kong SAR of the PRC

KREMBERRAR  —RAFSHSFMKLH AR ERHEER
Fr Em (RHRE - 6978) » AR AR GRAFHRABIHAH10% ER
Immunotech Biopharm Ltd (;k =AW R EEHF R A F)), a company
incorporated in the Cayman Islands, the share of which are listed on the Main
Board of the Stock Exchange (stock code: 6978), in which the Company holds
10% interest as at the date of this annual report

THREZERGBERDE  —RRFBKZHNRR - HROE EFEFRS
B £ (AR5 5%  600750) W AT H 2 IE2 E M B A7)

Jiangzhong Pharmaceutical Co., Ltd. (T 22 j% 5 B R A 7)), 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

Bt 2P e 5 £ TR B (BB ET)
the Rules Governing the Listing of Securities on the Stock Exchange (as
amended from time to time)



[1Z%=F A ]
“Model Code”
[ H B 224t |

“National Institute of Pharm R&D"

(AR E=12 ]
“Prospectus”

[R5 Hif
“Reporting Period”

[ BT B[R )
“SAR”

(7875 R HE &1
“SFO"

[R% 15
“Share(s)"”

[A% % |
“Shareholder(s)”

[ B 22 P
“Stock Exchange”

[Tl B%]
“HK$" or “HKD"

AR
“RMB”

v
“US$" or “USD"

[%)]

o

RERA  RPBEKIHARRER
ERNPXARAREXFLZMETMEE

BAP X BIERE -

Bx
Definitions

ERAIM ST AEE E BT AESETRE SR HNIRESTE
Model Code for Securities Transactions by Directors of Listed Issuers set out in
Appendix 10 to the Listing Rules

PREBEMEFETRLBERAT  —KRFBEKIHAR - ARARAGEHE
=N

National Institute of Pharmaceutical R&D Co., Ltd (R Bl B BRI JeRA B P O B
R~ A1), established in the PRC, a wholly-owned subsidiary of the Company

ARABIBMAZZE—RE+ATLtENBRER
the prospectus of the Company dated 17 October 2016

HE-_ZS-_—F+-A=+—BULEUHBFE
the financial year ended 31 December 2022

B 4 BT I
Special Administrative Region, PRC

FEBEDIE ST BEF LGRS (B AREET)
the Securities and Futures Ordinance (Chapter 571 of the Laws of Hong Kong)
(as amended from time to time)

KRB
share(s) of the Company

PN SR ES TN
holder(s) of Shares of the Company

BABBERSBRAR
The Stock Exchange of Hong Kong Limited

B BAREEEHN

Hong Kong Dollars, the lawful currency of Hong Kong

AR wBEEES

Renminbi Yuan, the lawful currency of China

ET EKBEVETEH
United States Dollars, the lawful currency of the United States of America

ANkt
per cent

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

China Resources Pharmaceutical Group Limited Annual Report 2022 11
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2022 FH  EH

Dear Shareholders,

We sincerely appreciate all shareholders and stakeholders for your continuous
attention and supports to China Resources Pharmaceutical. | hereby report
the performance of China Resources Pharmaceutical for 2022 and for the year
ended 31 December 2022 to the shareholders as the Chairman of the Board
of Directors.

In 2022, the world’s biggest economies were undergoing once-in-a-century
changes due to inflationary factors and geopolitical disturbances. Under
the impacts of complex and severe international conditions and multiple
unexpected factors, China’s economy was under pressure with GDP growing
by 3.0% year-on-year and total economic output reaching RMB121 trillion,
stepping up to a new stage. As the fundamentals of China’s economy
having strong resilience, great potential and broad development space
remain unchanged, the economic structure will continue to optimize and the
development quality will continue to improve.
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FERE
Chairman’s Statement

During the Reporting Period, with the advancement of the reform of the three
sectors of “pharmaceutical, medical care and medical insurance”, the high-
quality development of Chinese pharmaceutical industry was further promoted
with meeting clinical needs as its core driver and through persistent upgrading
and shifting. Centralized drug procurement becomes more normalized and
relevant policies show marginal improvement. Medical insurance payments
have become more specific and prescription drug outflow was accelerated.
The primary medical market has gradually expanded. As the prevention and
control measures for the COVID-19 becoming more precise and scientific,
medical consumption is expected to rebound. China’s pharmaceutical
ecosystem has expedited into in-depth transformation phase, putting forward
higher requirements for the entire industrial chain management capabilities,
innovation capabilities, and transformation efficiency of enterprises.

2022 was the significant transitional year for the implementation of the “14th
Five-Year Plan”, during which the Group had comprehensively promoted
innovation and transformation to maximize revenue and improve efficiency,
and achieved a steady development. During the year, the Group accelerated
its outward development and external cooperation to optimize business
layout and resource integration and ultimately to gain new driving force for
growth. The Group increased investment in research and development and
strengthened digital construction by adhering to innovation and technology
empowerment and actively built the original technology base in the medical
field. The Group also carried out all-round management of the value chain of
the entire TCM industry to systematically enhance the competitive advantage
of the industrial chain as well as continued to improve corporate governance
such as promoting the mixed ownership reform and innovation in incentive
mechanisms, so as to bring out new vitality for high-quality development.
Besides, the Group actively fulfilled its corporate responsibilities, and
demonstrated its sense of responsibility as a central state-owned enterprise in
ensuring the production and supply of epidemic prevention medical supplies
and supporting Hong Kong in such supplies.

In the past year, the Group spared no effort to overcome the challenges posed
by the external environment, persisted in the development model driven by
organic growth and external development and steadfastly promoted high-
quality development. Therefore, the Group returned the trust and support
of its Shareholders with steady performance. During the Reporting Period,
the Group’s main business indicators increased steadily and comprehensive
strength was further improved. The Group achieved total revenue of
HK$254,106.4 million, an increase of 7.3% on a year-on-year basis; the
profit attributable to the owners of the Company was HK$4,147.4 million,
an increase of 10.0% on a year-on-year basis. During the Reporting Period,
the Group further increased its R&D investment, with a total R&D expenditure
of HK$2,545.8 million for the year, an increase of 22.9% on a year-on-year
basis.

China Resources Pharmaceutical Group Limited Annual Report 2022 13



FREHRE
Chairman’s Statement

RE-ZF_=F 2REEBRRBERAHELK
R hEEEER R EREAE -
BEEERTBE R mEE  BEMLER
HIERE — TR EBBR  BR  BER
RERMEE PEEETEEHSEGR
BEHE EXRARMELARETE R
EHE BEADZRERENR  MZ@EE
ERERARRMESSZERNZTZE  +
BEMZAEFTRKEARE AEEBREEH
TEBETENERISAMERERE -

[tORHE - ARERHEREET# AR
B REAEwmEINEGRER - TLEAFRE
B E— R R B T8 THRK
ME AR PESnERRAEL U
ARERERRRER  ROBREWAIFE
ERARERE  SimERIRERY - MR M
B MR S MR - B B E R A 3 3
B AEBEXR/ES  ABEXRMERR  BE
EXBLETHNTIRMSEIBARAIE  HE
EXTEEMBMNEFHEEEC THEAXNEHE
MRIEEN RIS  REMEMNHEHF
N BEAERAENE AL EEIEEE-

R AANERREFE BAHARMEHNB
E-FHEBARBENKERET 28K
R -BFPEBRAFBHAXAEENEHRREE
B UNERBB AR RN F
B$Eh -

BREE
oyt

—E-=£=B=+A

14 2022 F 3R EHBEEEARAR

Looking forward to 2023, global economic environment will remain
complex, while China’s economy will remain resilient with upward long-term
fundamentals. With the full implementation of the “Healthy China” strategy,
the reform of medicine and healthcare system will be further deepened to
promote the synergistic development and governance of medical insurance,
health service and medicine. China medical industry continued to deepen
its short-term energy conversion, structural adjustment, industrial upgrade
and supply-side reform. In the long run, with aggravated aging population,
coupled with multiple factors such as increasing health awareness and
technological advancement, China medical market will maintain steady rigid
demands and the Group is firmly optimistic about the prospect and great
potential of China medical industry.

During the "14th Five-Year Plan” period, the Group will uphold the
mission vision of “Protecting Human Health and Improving Quality of Life”
continuously, and maintain integrity and innovation for development. By
further supplementing, strengthening, consolidating and extending our
industrial chain, we will take the initiative to serve and integrate ourselves
into the national strategy, and build up new advantages of high-quality
development. Guided by public health needs, we will vigorously develop
innovative biological drugs, actively make deployment in fields such as
vaccines and high-end medical devices, strengthen blood product business,
and promote the inheritance and innovative development of TCM. In addition,
driven by advantageous segments and coordinated with internal segments,
we cooperate with the upstream and downstream of the industrial chain and
different market players to accelerate the adjustment and optimization of
industrial layout, thereby constantly improving the Group’s scale, innovation,
operating efficiency and market competitiveness, and thus continuing to
create benefits for shareholders and value for the society.

Finally, on behalf of the Board, | would like to express sincere gratitude again
for the long-term trust and support to the Group from all Shareholders,
customers and strategic partners and the efforts from the management team
and all colleagues, amidst the challenging business environment of last year.

Han Yuewei
Chairman

30 March 2023



(—A+=ZR)PEERIEFBBERSHRMEERE -

(12 January) National Institute of Pharm R&D successfully
received the national high-tech enterprise certification.

(—A=+—H8)FEBEEEDCOSFO1 (BFEH - 100mg) EBH
RERBEBEER ([BREER | (EMBRARIDERNE) -

(21 January) CR Double-Crane’s DCO5F01 (capsules, 100mg)
received a notice of approval for clinical trial of drugs issued by
National Medical Products Administration (“NMPA").

(ZA=H) P EEFH —RHUREINIPOO3 F BUSBEIREE B
(BRIt EBmmME) -

(3 March) National Institute of Pharm R&D’s NIP003, a new
generation of anticoagulant, received a notice of approval for
clinical trial of drugs issued by NMPA.

(ZAER) P BIEER G E BEA M FEE A BARUS B REE
BEENCEDBRABIUERNE) -

(7 March) National Institute of Pharm R&D’s first TCM innovative
drug Jiangshi Granule received a notice of approval for clinical
trial of drugs issued by NMPA.

(ZA=+—8) F 858 %8RI B R MR R R IK 2 250
RPL - RITE=ARBREBR LRZZ(BHEAERE)
HRAE RE SR MR 7 SR ISR B 2 T SUB AN BT A E R B
ERBEEEE -

(31 March) CR Pharmaceutical signed a strategic cooperation
agreement with National Clinical Research Center for Infectious
Diseases of Shenzhen and The Third People’s Hospital of
Shenzhen online to develop a strategic cooperation in the
research and development of new drugs, diagnostic reagents
and innovative vaccine products in the field of infectious
diseases.

TFERELE
Highlights of the Year

(AAARHE)EHBE FH-NREVEESEFRAR ([F
VEEDDHEEBRRAHELRNEERBT  HEF
BE ARFEENAGHABEXFNRZ2EEBAE: £H
SNARBEEVBETARRESBERNDARAR ([RE#E
H])28% Ity o

(6 May) CR Pharmaceutical, CR Sanjiu and Holley
Pharmaceutical Group Co., Ltd. (¥ 37 B £ EH H R 2 )
(“Holley Pharmaceutical”) entered into a strategic cooperation
agreement and a share transfer agreement respectively,
pursuant to which the parties would initiate a comprehensive
strategic cooperation in TCM, health industry and other related
businesses. CR Sanjiu proposed to purchase 28% interest of the
shares of KPC Pharmaceuticals, Inc (B %% E % 5 B R A 7))
("KPC"), a subsidiary of Holley Pharmaceutical.

(EA+=R) ER=NAEREAREHREE]TAHFESE
FEZRMELT  YPEFLHBEREREDRE -

(12 July) CR Sanjiu's Tenofovir Alafenamide Fumarate (TAF)
Tablets were approved for marketing by NMPA and selected in
the national seventh batch of centralized procurement.

(EA=+H)EBEDEFN TS MBERKERAR ([T
wmMEsE]) RREMEZEERT SRR ERES BN
AERBEZEREA - ARAENEREREATHRRSEL
ARG BB NS B RES E R MVR-C5252 °

(20 July) CR Biopharm and Shenzhen Immvira Pharma Co.,
Ltd. (“Immvira Pharma”) jointly announced the signing of a
collaboration agreement to exclusively co-develop MVR-C5252,
the world’s first lytic virus products for the treatment of central
nervous system tumours, mainly glioma, in Greater China.
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(NEmB)EBEBEASHMEBREARRREFRAG ([X
FR%E|)31.25% AR iE o

(4 August) CR Double-Crane announced to acquire 31.25%
of equity shares in Dongying Tiandong Pharmaceutical Co., Ltd
(“Tiandong Pharmaceutical”).

(NANE) ERREBN A RER [REHNT — EETE
BENREA TR IMBEAE T EHERRETT -

(8 August) The Opening Ceremony of the Healthy Village
Program of “Qihuang Village Tour — Improvement Project
of TCM Level in Rural Areas” was held in Jiangxi University of
Chinese Medicine

(\A+B)EHEE R B = R R b B & 1
WERAEMRAREERR (184 E£Y]1)50.11% R -

(10 August) CR Double-Crane reached a strategic cooperation
with China Academy of Space Technology to acquire 50.11%
of equity shares in Shenzhou Biology & Technology Co., Ltd
("Shenzhou Biology & Technology”).

16 202 FH  EHBEEEARA
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(NAtR)ERBHEAYBRESETIRA T EEEAET
PO ERTT -

(10 August) The unveiling ceremony of CR Boya Bio-
pharmaceutical and the groundbreaking ceremony of the
intelligent factory were held in Fuzhou, Jiangxi Province.

i

(NAB+hB)EEEREYARLEFIESEREE B (E
mrtMEE) -

(19 August) CR Boya Bio-pharmaceutical received the Drug
Registration Certificate issued by NMPA for “Human Coagulation
Factor VIII".

(NAZ+7RR)EHEBRARD B RCT 5 R BB E R %
ERFHEMEMEN—RIETE  REAY ES LTy
BRAMEERBE - RIEFENDRE -

(26 August) The Levofloxacin and Sodium Chloride Injection
of CR Double-Crane passed the consistency evaluation of the
NMPA in the quality and efficacy of generic drugs, making it the
first enterprise of passing the evaluation for the same product of
Levofloxacin and Sodium Chloride Injection.



 September LA |

(MAZ++EE) EHBESHEBMBHAL  ARERER
FEYNEARBERTIEARDL PEEEREA BT
ERE CRNENASKBRENER FERAZEAT
AAERI=EMAAF L NELESREAEEERS
FHE

(27 September) CR Pharmaceutical co-established three joint
innovation centres with units as Wenzhou Medical University the
National Engineering Research Center for Cell Growth Factor
Drugs and Protein Agents, China Gene Medicine Valley, Oujiang
Laboratory, Eye Hospital, WMU and Eye Valley with eight life
and health cooperation projects signed.

PFRELE
Highlights of the Year

October +A___|

(tAtH)ERSEEE DsEERE (KE) R ARAR ([1E
ERE)ELBRIBBRAFHE - B BEXREEHR
REEAE EHESAHE  EWE EESMEERLR
BEMREEEEENAIE MRS S ERBEINZIRGE
HEFCHER -

(10 October) CR Pharmaceutical signed a strategic cooperation
agreement with Shanghai Fosun Pharmaceutical (Group) Co.,
Ltd. (“Fosun Pharma”) in Shanghai, under which the two parties
will carry out comprehensive cooperation in the health sector.
With a focus on innovative drugs, biological drugs, medical
devices and other fields, both parties will strengthen their global
layout and industrialization development in relevant fields
through cooperation at strategic and business level.

T g
LHEHSESE ESE S (F
=N N\
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(t— A=+ ZB) EHEBCQOARGEREE BB
(EYBRAARILEBNE) - FAH EHEBREDHERES
AERERESEREER(EREMESE)  BREETRF
B —BERTE -

(22 November) CR Double-Crane’s CX2101A received a notice
of approval for clinical trial of drugs issued by NMPA. On the
same date, CR Double-Crane’s Olmesartan Medoxomil and
Hydrochlorothiazide Tablets were granted the Drug Registration
Certificate issued by NMPA, and were approved for production
and deemed to have passed the consistency evaluation.

(t—RA=+aR)EHEHEREER AR LR DMIOES
RESEREER(EREIMIEE)  RREEREBERNER
ey

(25 November) Perflutren Lipid Microsphere Injection with
CR Double-Crane as its product agent was granted the Drug
Registration Certificate issued by NMPA, which is the first time
that a product of this type to be approved for launch in China.

(t—A=Z+NR)EHBLERSER =N FHEEHER
BREERMB(L8) BRAF (BRFH%]) 10.05% KB

(28 November) China Resources Pharmaceutical invested in
10.05% equity interest in Yibao Technology (Shanghai) Limited
("Yibao Tech"”) jointly with CR Sanjiu and CR Pharmaceutical
Commercial.

18 202 FH  EHBEEEARA

el

(t=A=+=RH)  EFEEYPEREAEXAZZEERZ) -
RACABRMBMENTETIE

(23 December) CR Biopharm officially signed a capital increase
agreement with the investors, completing the main work of
B-round financing ahead of schedule.




(—EEBE)EB=ZNAARPRTEMESAIBTITEI)
2021 FEI e EA B RE TR -

(4 January) CR Sanjiu was selected as the “Intelligent
Manufacturing Pilot Demonstration Factory” by the Ministry of
Industry and Information Technology of China (“MIIT") in 2021.

rgi=|

7 N

Awards

(ZAZTZE)ER=N  EEIH ARSI MBURERE]
BE -

(22 March) CR Sanjiu and CR Jiangzhong were both selected as
a pilot enterprise for “Exemplary Scientific Reform Actions”.

April @B

(DA=+ZR)EHEBREFESHRE1BERFEND
ETRRREEHEREESZS] -

(22 April) CR Double-Crane was awarded the “Best Board of
Directors for Investor Relations of Chinese Listed Companies” at
the 13th Tianma Award hosted by Securities Times.
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(ARAT=ZR)ERNAER2021FEERREEMESEE
FRER]  WERBBRIMALRE  THEXE S/
REEBELEE|KE -

(13 May) CR Sanjiu was granted the title of “Outstanding
IR (Investor Relations) Team” and “Institutional Friendly
Communication Award” in the Panoramic Investor Relations
Golden Award 2021, and Jiangzhong Pharmaceutical was
granted the title of “Small and Medium Investor Relations
Interaction Award”.

N
REERFRERENRED |
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i RIR @ fA 88 7z 57 i 18 R
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(ERA=+HhB)EHEBEREFFMFRERES - JTH
BERTIREEEEARN IPFERIBEERETR
SE[2021 2022 FEEHTEMISHHEME] -

(29 May) The Compound Reserpine and Triamterene Tablets
(# 7 S & A EIE F), a product of CR Double-Crane, as
well as Jiangzhong Jianwei Xiaoshi Tablets (;T 7 2 B 8 & )
and “Lihuo” Lacidophilin Tablets (JT & FI)E h& 7L & & &= ),
products of Jiangzhong Pharmaceutical, were awarded the “Best
Selling Brands in the Medical Retail Market for 2021-2022" at
the Pharma & Healthcare Conference and Fair.

2022 F 3R EHBEEEARAR

(RATAR)IHEXEEIEL —BEHERFEEFE] -

(16 June) Jiangzhong Pharmaceutical won the 11th “China
Environmental Excellence Award”.

(RAZTAREEXRNA=TRH)ERIT - RMEWBRER
WIEREN [ RREENCERR [T +F  BERITRR
EUREERUOMBA B B R | F580F o

(26 June to 30 June) CR Jiangzhong and Dong-E-E-Jiao
won awards including the “Most Popular Enterprise Brand”,
“Westlake Ten-year Runze Award”, and “Most Popular Star
Product Award” at the Westlake Forum.

(RAZ+TNB)EEH=N  FHIT RAMBRREL T
BEemEEREEARRKEENL] -

(28 June) CR Sanjiu, CR Jiangzhong and Dong-E-E-Jiao were
selected into the first batch of “Member Units of the High-
quality Development Promotion Union of Traditional Chinese
Medicine”.



(tA+=Z8) =P XM 2022 F (8= )P B 50038 57T
B MBS 650 o

(12 July) The ranking list of the Fortune China 500 in 2022 was
released on the website of Fortune China. CR Pharmaceutical
was ranked 65th in the list.

(EA+=H)2022F KB (TRBFEREREXHERS) #
T I20V FERBEEETERBRIIGSE]  FH= N F
HEE  FHEIIP  RAME LR -

(12 July) The “2021 Top 100 Series of Pharmaceutical Industries
in China” was released at MHIS (China Symbiosis Conference for
the Pharmaceutical and Health Industry) in 2022. CR Sanjiu, CR
Double-Crane, CR Jiangzhong and Dong-E-E-Jiao were listed.

815

Awards

(EAZ+AA)EHERRREREI RN (E+NE)H
F@ERE] L FREIH RMME LE [+ BE500&E(E
B EE -

(26 July) At the (19th) World Brand Conference organized by
the World Brand Laboratory, CR Jiangzhong and Dong-E-E-Jiao
were listed in the “China’s 500 Most Valuable Brands”.
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(WANE)BEBREEZ T HPREZE2021 FFEEME
BIRSIeRFEERER  EHERERSEMRE 7
HIEEEEZPEFEF] -

(8 September) The State-owned Assets Supervision and
Administration Commission of the State Council issued the
evaluation results of the “Double Hundred” and “Science
Reform” enterprises belonging to the central enterprises in
2021, and CR Sanjiu, a subsidiary of CR Holdings, as a “Science
Reform” enterprise, was awarded “Excellent” in the evaluation.

(MAZ=+=R) FEEFRMERECH TR &M CGRIBE R
HERIRAEHHERBERNCERE)  EH KR
BEXRBEEBEER NN AE RN B R -

(23 September) The China Electronics Standardization Institute
released the “List of Enterprises Passing the Expert Review of
Smart Manufacturing Capability Maturity Assessment”. CR
Sanjiu became the first pharmaceutical enterprise to pass the
Smart Manufacturing Capability Maturity Assessment at Level 4.
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(13 October) The 2022 Top 20 Chinese TCM Enterprises in
Competitiveness” was announced, with CR Sanjiu ranked third.




(t—A—R)E+H/ETE S %M S IR B E LR FAENE
B EHBEUI 20 2RFEETREAHFIARE IS+
RLA R [ 2022 F A BEAR A BT 15058 | 5 —fu - LT 8
=ho FERIH - RAME - FERTEREMAEBSEFE -

(1 November) The 15th China Health Ecology Organization
released a number of lists in China’s pharmaceutical and health
sector, with CR Pharmaceutical ranked seventh in the “2022
Pharmaceutical Industry Comprehensive Competitiveness
Index Top 100 Enterprises” and second in the “2022 Top 50
Chinese Patent Medicine Index”. Products from CR Sanjiu,
CR Jiangzhong, Dong-E-E-Jiao and CR Zizhu under CR
Pharmaceutical were included in the lists.

(+t—RtR)EREZERBENEZHGEER BELE
B AT E Y [ RIEESG - £ 503BUF 15% EFHBE -
EHUE EE-_NAE[RMESG JAIEEES0EE]  #
IR AEIREESG - AREREES0EE] -

(7 November) CR Pharmaceutical ranked 15th in the
“Central Enterprise ESG Pioneer 50 Index” by the Social
Responsibility Bureau of the State-owned Assets Supervision
and Administration Commission of the State Council and the
Responsibility Cloud Research Institute. CR Pharmaceutical,
CR Double-Crane and CR Sanjiu stood among the “Central
Enterprise ESG Governance Pioneer 50 Index”; and CR
Jiangzhong stood among the “Central Enterprise ESG Risk
Management Pioneer 50 Index”.

s 3rE]
Awards

(t—A=t+ER)EPE LT AR AR EWEBEZTSEMH
SERME EHBEKEPHERCEE]  [hRERE
K-

(25 November) CR Pharmaceutical was awarded the “China
Top 100 Enterprises Award” and the “China’s Moral Enterprise
Award” by the Organizing Committee of China Business Top
100.

(t—A=1+R)FHEEFENAERLTHFEARBER MSC)
hEEBEREX -

(30 November) The re-inclusion of CR Pharmaceutical in
Morgan Stanley Capital International (MSCI) China Index took
effect.
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(tZAZHENB) EHEE[ERARFINEERELEY]
MIZRANERRTIEE2022 FREREEEF SR

(2 December to 8 December) CR Double-Crane “Smart
Warehousing” and “Accurate Quality Tracking” were selected
by the MIIT as the “2022 The New Generation of Excellence
Senario”.

(+=A+HER) BMSNEE2022 (&R B FETRER
R

(15 December) CR Sanjiu won 2022 Golden Responsibility
Award “Annual Sustainable Development Award”.

24 2022 F 3R EHBEEEARAR

(t=A+ER)EHREMNAHIERESEEBTEER
822022 NaR AR MR H M [ AT IR LT T E 88 | IR E 82 -

(15 December) The Healthy Village Program won “Village
Revitalisation Action Award” issued by Phoenix New Media:
“Action League 2022 Charity Ceremony”.

(+tZA+N\BH) EEEHRE TSR MmOTPHBEETERR
TEEE-F-
(18 December) CR Pharmaceutical ranked 2nd on the list of the

“Top 100 Pharmaceutical Enterprises in China” issued by MIIT.

(T A=+ =R EHBEEFE NEREE MR EE
[REEATISEBE] o

(22 December) CR Pharmaceutical won the “Best Capital
Market Communication Award” in “The 6th China IR Excellence
Awards”.
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BEABULRETEMHLEHMBIIRAT

A summary of the Group’s audited results, assets and liabilities and the key
financial ratios for the last five financial years is set out as follows:

2021 2020 2019
FE(HEBBT) For the year (in HK$ million)
Uk % Revenue
T Manufacturing 40,167 35,179 29,290 30,693 31,940
D88 Distribution 205,062 193,858 164,441 167,094 152,151
TE Retail 8,837 7,605 6,467 6,463 5,455
EA Others 40 164 225 204 143
ny Total 254,106 236,806 200,423 204,454 189,689
EF Gross profit 39,135 35,380 32,294 34,018 34,930
D EBELE Segment earnings
T Manufacturing 11,736 9,716 8,104 6,765 8,690
7 3 Distribution 8,256 8,049 7,931 7,736 7,715
=% Retail 17 (52) (14) 73 106
EAh Others 22 68 149 143 78
ny Total 20,031 17,781 16,170 14,717 16,589
FARHE Profit for the year 7,843 6,647 5,324 5,098 7,572
NEHEE AEGFE Profit attributable to owners
of the Company 4,147 3,769 3,297 3,286 3,978
R12A31B(BEE®BTT) As at 31 December (in HK$ million)
ERBEE Non-current assets 70,835 71,953 62,263 57,082 48,918
MBEE Current assets 170,451 176,610 147,109 132,943 127,266
BEE Total assets 241,286 248,563 209,372 190,025 176,184
EmBEE Non-current liabilities 14,785 12,255 6,723 13,772 12,357
mBEE Current liabilities 136,319 141,323 122,620 106,672 103,358
BEHO Total debt 61,739 66,440 53,332 52,134 53,951
BweE Total liabilities 151,104 153,578 129,343 120,444 115,715
Y3 Total equity 90,182 94,984 80,029 69,582 60,469
[5ep: S Ratios
EF = Gross margin 15.4% 14.9% 16.1% 16.6% 18.4%
) = Net profit margin 1.6% 1.6% 1.6% 1.6% 2.1%
FRE B Net debt to total equity @ 49.6% 51.5% 52.6% 56.9% 61.7%
VIEIE RS Current ratio 1.3 1.2 1.2 1.2 1.2
B EE - Notes:

(n  #EB
AR 5

2 FEESREEBRRSEESSEY - )

EEBITER BNES FAENENS ()
B H At JE A SRR RO 4B AN

China Resources Pharmaceutical Group Limited

Net debt equals to total debt less cash and cash equivalents.

Annual Report 2022

Total debt refers to the sum of bank borrowings, bonds payable, and other
payables bearing interests due to related parties.
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Management Discussion and Analysis
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INDUSTRY OVERVIEW

In 2022, given that the frequent disturbances caused by the pandemic and
the complex and volatile international situation, China’s relief measures for
stabilizing growth continued to make efforts to promote the smooth operation
of the industrial economy. Since December, the pandemic prevention policy in
China has been adjusted, together with the implementation of the expansion
of domestic demand strategy, which will create a better impetus for economic
recovery and growth in China. According to the National Bureau of Statistics
of China, the gross domestic product recorded a year-on-year growth of 3.0%,
demonstrating the strong resilience, great potential and sufficient vitality of
China’s economy while proving that the fundamentals of China’s economic
long-term improvement remain unchanged.

According to the National Bureau of Statistics of China, as the recurrence of
the pandemic in 2022 and a relatively high base in 2021, revenue and total
profit of China’s pharmaceutical manufacturing industry recorded decreases
of 1.6% and 31.8% year-on-year, respectively. During the “14th Five-Year
Plan” period, China’'s pharmaceutical industry will enter into the stage of
high-quality development comprehensively. Top-level plans, such as the
Development Plan for the Pharmaceutical Industry and the Development
Plan for the Bio-economy under the “14th Five-Year Plan”, were rolled
out successively, providing guidance on the development direction for the
pharmaceutical and health industry in China. It is expected that the average
annual growth rate of revenue and total profit of China’s pharmaceutical
industry will remain at 8% during the “14th Five-Year Plan” period, with the
positive long-term trend for the pharmaceutical market in China.

"Healthy China” strategy is being fully promoted as evidenced by the change
of focus of the health sector from disease treatment to people’s health.
Meanwhile, the industry is affected by the profound impact of a new round
of technological development, which is reflected by the maturity and wide
application of new generation of biotechnology as well as the acceleration
of reshaping of the pharmaceutical industry chain and supply chain, thereby
creating more innovation cooperation opportunities. Policies from the central
to local governments have been introduced to encourage the development
of traditional Chinese medicines (TCM) and thus the scale of the TCM
market continues to expand. Few revisions were made to the centralised
procurement policy recently, showing that the combination of national and
regional centralised procurement has become a new normal, with the scope
of procurement expanded to cover high-value medical consumables, TCM and
biological drugs.

With the support of policies relating to digitalised healthcare services,
digitalised tools have been used in the major application scenarios during
the entire diagnosis and treatment process. Digitalisation has become a new
normal of the post-pandemic era, and a major driving force for the transition
of pharmaceutical enterprises. An increasing number of pharmaceutical
enterprises are developing patient-centric innovative solutions through the
dynamic integration of online and offline marketing.
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With the acceleration of population aging, the comprehensive promotion
of the “Healthy China” strategy and the upgrading of residents’ healthy
consumption, the sustained growth in demand for medicines and health
on the part of the general public will hold out broad market prospects for
pharmaceutical enterprises, demonstrating that the long-term positive trend
of China’s pharmaceutical market remains unchanged. While comprehensive
centralised procurement, drug approval policies guided by clinical value and
intense competition in sub-segments will set extremely high requirements
for pharmaceutical enterprises. Driven by policy, technology and capital, the
pharmaceutical industry will continue to encounter enormous challenges
as well as opportunities. The differentiation and high qualitative innovation
emerge as crucial factors to excel in competition, which will further drive the
integration and concentration of the pharmaceutical industry.

GROUP RESULTS

In 2022, the Group vigorously implemented the “Healthy China” strategy
led by innovation and empowered by technology. We sought new growth
engine through extensive development and external cooperation, accelerated
the adjustment and optimization of business structure as well as sector and
regional deployment, accelerated the deployment in emerging fields, and
continuously optimized resource allocation and synergy integration with
digital power to enhance operational quality and efficiency and further
improve our market competitiveness, thereby realizing our green, high-quality
and sustainable development.

During the Reporting Period, the Group proactively responded to market
and industry changes and accelerated innovation and transformation, driving
steady growth in our results. We recorded total revenue of HK$254,106.4
million, representing an increase of 7.3% (10.8% in RMB terms) compared to
HK$236,806.2 million for 2021. In 2022, revenue of the Group’s three major
business segments, namely pharmaceutical manufacturing, pharmaceutical
distribution and pharmaceutical retail businesses, accounted for 15.8%,
80.7% and 3.5% of the Group’s total revenue, respectively.
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During the Reporting Period, the Group recorded gross profit of HK$39,134.8
million, representing a 10.6% (14.2% in RMB terms) increase from
HK$35,380.3 million for 2021. The overall gross profit margin was 15.4%,
representing an increase of 0.5 percentage point compared to 14.9% for
2021. This was primarily due to the increase in the proportion of revenue from
the pharmaceutical business with higher gross margin during the Reporting
Period.

In 2022, the Group recorded a net profit of HK$7,843.3 million, representing
a 18.0% (20.4% in RMB terms) increase from HK$6,647.4 million for 2021.
The Group generated a profit attributable to owners of the Company of
HK$4,147.4 million, representing an increase of 10.0% (11.7% in RMB
terms) compared with that of HK$3,768.9 million for 2021. Basic earnings per
share were HK$0.66 during the Reporting Period (2021: HK$0.60). The Board
recommended the payment of a final dividend of HK$0.16 per share for the
year ended 31 December 2022.
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Pharmaceutical Manufacturing Business

The Group strengthened extensive development and resource
integration in its pharmaceutical manufacturing business. It deployed
fast-growing sectors, strengthened the development of the entire
value chain of the Chinese medicine business, continuously increased
R&D investment, accelerated innovation, transformation and external
cooperation, optimized product and business structure, and promoted
the digitalisation and intelligent transformation of the entire value
chain, to further enhance brand influence and market competitiveness.

During the Reporting Period, the Group’s pharmaceutical manufacturing
business generated segment revenue of HK$44,295.8 million,
representing an increase of 14.7% (18.4% in RMB terms) compared
with that for 2021. All business segments, such as biologics, TCM and
chemical drugs, recorded a general increase in revenue. The gross profit
margin of the pharmaceutical business was 57.3%, representing a
slight decrease of 0.3 percentage point compared with the same period
last year.
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The Group owns comprehensive portfolio of pharmaceutical products
with the wide coverage of therapeutic areas, including chemical
drugs, biopharmaceutical drugs, TCM and nutritional and healthcare
products. These fully cover all major therapeutic and disease areas that
hold out sound potential for business growth, such as cardiovascular
and cerebrovascular diseases, alimentary tract, endocrine diseases,
respiratory diseases, orthopedics, medical nutrition, pediatrics,
genitourinary system, dermatological diseases as well as blood
products, therapeutic infusions, antitumor drugs, medicine for cough
and cold, anti-infection drugs, etc. As at the end of the Reporting
Period, the Group manufactured a total of 626 products, of which
342 were included in the National Reimbursement Drug List and 152
were included in the National Essential Drug List. All of the Group’s
pharmaceutical manufacturing subsidiaries have formed professional
sales and marketing teams, covering over 100,000 medical institutions.

Sales revenue from 2022 % [R Lk 35 3%
BEEREERER pharmaceutical manufacturing Year-on-year
ElDEEWRA business by product categories 2022 growth
(BE&8ET) (BEBET)
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In terms of product categories, the revenue from the TCM business of
pharmaceutical manufacturing business segment of the Group was
HK$21,236.9 million during the Reporting Period, representing a year-
on-year increase of 12.2% (15.8% in RMB terms), of which revenue
from the TCM OTC drugs business increased by 19.8% year-on-year
(23.6% in RMB terms), mainly due to the solid year-on-year growth
in revenue from the E-Jiao product line, cold, gastroenterology and
orthopedics businesses; while the revenue from the TCM prescription
drugs business slightly decreased by 3.0% (0.1% increase in RMB
terms) year-on-year, however, the revenue from the TCM decoction
pieces and anti-tumor businesses increased. The chemical drugs
business recorded revenue of HK$18,030.1 million, representing a year-
on-year growth of 12.3% (15.9% in RMB terms), of which revenue
from the chemical OTC drugs business significantly increased by
44.0% (48.6% in RMB terms) year-on-year, mainly attributable to the
revenue growth in the dermatology, pediatrics and reproductive health
businesses; while the revenue from the chemical prescription drugs
business increased by 4.6% (7.9% in RMB terms) year-on- year, mainly
due to the significant revenue growth in the large volume parenteral
(LVP), anti-infection, glucose-lowering and other businesses; and the
revenue from API business increased by 10.2% (13.7% in RMB terms)
year-on-year. During the Reporting Period, the biopharmaceutical drugs
business achieved revenue of HK$2,219.0 million, a rapid growth of
405.9% (422.3% in RMB terms) as compared to the same period last
year, mainly due to the completion of the merger and acquisition of CR
Boya Bio-pharmaceutical and Jincheng Haisi Pharmaceutical Co., Ltd. (&
OB HT S 5 IR /2 R]) (“Haisi Pharmaceutical”) by the Group in the
second half of 2021.

Accelerating extension development to unlock the potential
for growth and strengthening business integration to realize
resource synergy

The Group has strong capabilities and rich experience in M&A
integration. During the Reporting Period, the Group accelerated its
extension development in the fields of TCM, biopharmaceutical drugs
and commercial insurance and further optimized its business structure
and product mix, so as to deploy high-growth sectors as well as expand
its business model and development space. Meanwhile, leveraging
on its advanced management concepts, operational capabilities and
effective business models, the Group improved the operational quality
and management level of the acquired enterprises, and strengthened
the effective integration of internal resources to realize synergy.
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In May 2022, the Group, CR Sanjiu and Holley Pharmaceutical
entered into a strategic cooperation agreement and a share transfer
agreement respectively, pursuant to which the parties would initiate a
comprehensive strategic cooperation in TCM, health industry and other
related businesses. CR Sanjiu proposed to purchase 28% interest of the
shares of KPC, a subsidiary of Holley Pharmaceutical. In January 2023,
CR Sanjiu completed the acquisition of the shares of KPC and became
its controlling shareholder. CR Sanjiu has good synergy with KPC, and
such acquisition will realize the organic combination of both parties in
the upstream supply chain, marketing platform, channel terminal and
other advantages, achieve resource sharing and collaborate to build
the quality TCM brand of “Kun TCM 1381 (E# %£1381)", as well as
collaborative planning the development of the pseudo-ginseng industry
chain by centering on pseudo-ginseng.

In August 2022, CR Double-Crane completed the acquisition of
50.11% equity interest in Shenzhou Biology & Technology. Shenzhou
Biology & Technology is a high-tech company mainly engaged in
R&D, production and sales of biological fermentation products. Such
acquisition of Shenzhou Biology & Technology will help the Group
rapidly enter the field of biological fermentation through the access to
technology platform. The additional biological fermentation technology
platform can improve our ability to obtain products in the field of
biological fermentation to enrich its product pipeline and expand its
business layout. Besides, it will also help CR Double-Crane implement
the integration strategy of raw materials and preparations so as to
further improve its earning power.
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In September 2022, CR Double-Crane completed the acquisition
of 31.25% equity interest in Tiandong Pharmaceutical held by CR
Pharmaceutical Industry Fund, after which CR Double-Crane held an
aggregate of 70% of the shares of Tiandong Pharmaceutical and
became its controlling shareholder. Tiandong Pharmaceutical focuses
on the field of heparin with promising market prospects, which is
in line with the development strategy of CR Double-Crane. Such
equity acquisition will help CR Double-Crane further enhance the in-
depth resource integration of Tiandong Pharmaceutical in respect of
R&D, production and sales, so as to enhance the earning power and
comprehensive competitiveness of Tiandong Pharmaceutical, thereby
facilitating the rapid development of Tiandong Pharmaceutical. Besides,
it also fully reflects that CR Pharmaceutical Industry Fund, as one of
the diversified investment channels of the Group, will help the Group
improve its business layout and realize synergistic value with existing
business in terms of extension development.

In November 2022, the Group, jointly with CR Sanjiu and CR
Pharmaceutical Commercial strategically invested in Yibao Tech by way
of capital increase, after which they held an aggregate of approximately
10% equity interest in Yibao Tech. Yibao Tech is a service provider
focusing on the urban customized commercial health insurance
platform. Through this strategical investment, the parties will join
forces and develop a “Urban Health Guarantee Platform” to make
health insurance and innovative healthcare more accessible, thereby
contributing towards the establishment of a multi-level healthcare
protection system. By leveraging Yibao Tech as a bridge to realize
the mutual empower between commercial insurance business and
pharmaceutical enterprises, link the product side to the payment side,
enhance ability in covering out-of-hospital sales channels, the Group
is able to lower patients’ bill pressure in the field of innovative drugs
and innovative medical devices usage. Meanwhile, it will introduce
new business models to provide quality services for patients in chronic
disease management, disease screening, etc.

In November 2021, the Group became the controlling shareholder of
CR Boya Bio-pharmaceutical and positioned it as the blood products
business platform of the Group. After the acquisition of CR Boya Bio-
pharmaceutical, the Group helped it to establish “14th Five-Year”
strategic development plan and actively promoted the all-round and in-
depth management integration of CR Boya Bio-pharmaceutical in terms
of strategic planning, corporate governance, fundamental management
and corporate culture. During the Reporting Period, the overall post-
investment management progressed smoothly. With its strong resource
integration capabilities, the Group promoted business integration and
resource integration with CR Boya Bio-pharmaceutical in terms of
upstream resources, production capacity expansion and downstream
channels to further promote its business development. The Group
actively assisted CR Boya Bio-pharmaceutical to conduct cooperation
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and communication with various provinces at the provincial level and
obtained approvals for the establishment of plasma collection station
from several county and municipal. In December 2021, CR Boya Bio-
pharmaceutical set up a new plasma collection station in Yangcheng
County, Shanxi Province. In May 2022, CR Boya Bio-pharmaceutical
entered into the strategic cooperation framework agreement with
Shenzhen Gaotejia Investment Group Co., Ltd. (RYITT S EREEE
ABRA7F]) in relation to the investment and construction and business
management improvement of plasma collection stations. In order to
meet the production capacity needs of CR Boya Bio-pharmaceutical
due to the rapid growth of plasma collection in the future, the Group
and CR Boya Bio-pharmaceutical established a joint project group
of intelligent factory to build a new blood products production base
in Fuzhou, Jiangxi through the application and improvement of
existing technologies, with a designed capacity of 1,800 tons/year of
plasma for the first phase. The intelligent factory has commenced the
construction work during the Reporting Period. In August 2022, CR
Boya Bio-pharmaceutical received the Drug Registration Certificate
issued by NMPA for “Human Coagulation Factor VIII”. Technical reform
project of human prothrombin complex concentrate (PCC) production
line is going well. In addition, in September 2021, CR Boya Bio-
pharmaceutical entered into the equity transfer framework agreement
and the entrusted management agreement with CR Pharmaceutical
Commercial, pursuant to which CR Boya Bio-pharmaceutical intends
to transfer its 75% equity interests in Guangdong Fuda Pharmaceutical
Co., Ltd. (BREAREZHGR A F]) to CR Pharmaceutical Commercial,
and conduct in-depth business integration. At present, the relevant
synergistic integration is progressing smoothly. In April 2022, CR Boya
Bio-pharmaceutical entered into the framework cooperation agreement
with China Resources Pharmaceutical Commercial Group International
Trade Company Limited (ZEEEEEmEEEHBEZE S BR A F) for
a long-term strategic partnership to jointly promote the development
of the products manufactured by CR Boya Bio-pharmaceutical in
international markets other than Mainland China. During the Reporting
Period, CR Boya Bio-pharmaceutical recorded an excellent results, with
an increase of 25% in its overall net profit attributable to the parent
company.
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In September 2021, CR Jiangzhong acquired 51% equity interest of
Haisi Pharmaceutical, whose core product, Bifid Triple Viable Capsules
Dissolving at Intestines (“BIFIDO"), is mainly used for symptoms such
as acute and chronic diarrhea and constipation caused by enteric
dysbacteriosis. This acquisition complemented CR Jiangzhong's
shortcomings in gastrointestinal medicines, and further consolidated
its core competitiveness in gastrointestinal category. Upon completion
of the acquisition, CR Jiangzhong actively promoted integration and
synergy with Haisi Pharmaceutical while strengthening the original
business of Haisi Pharmaceutical. Haisi Pharmaceutical further enhanced
its core business competitiveness, and proactively participated in
national and provincial centralised procurement with products such as
BIFIDO, Rabeprazole Sodium Enteric-coated Tablets succeeded in the
tender for centralised procurement in Guangdong Alliance. Meanwhile,
Haisi Pharmaceutical is actively developing potential products such
as CoAprovel. In terms of integration and synergy, CR Jiangzhong
promoted synergy on their channels and terminals with Haisi
Pharmaceutical, and strengthened the conceptual association between
“Bu Jun” and “Yang Jun” through the products of BIFIDO and “Lihuo”
Lacidophilin Tablets, taking advantage of consumers’ recognition of
“Lihuo” Lacidophilin Tablets. The introduction of BIFIDO for sale in the
existing OTC retail channels of CR Jiangzhong across more than 10
provinces has enriched gastrointestinal product mix in retail pharmacy
terminals, and enabled Haisi Pharmaceutical to explore its OTC channel
resources. Meanwhile, CR Jiangzhong achieved cost reduction through
lean management and reducing energy consumption. During the
Reporting Period, net profit of Haisi Pharmaceutical realized a relatively
rapid growth.

To strengthen the development of the whole industry chain of
TCM business; consolidate and enhance the leading position of
consumer healthcare business

The inheritance, innovation and development of TCM have been
elevated to a national strategic level, and the development of the TCM
industry has ushered in a period of opportunity with increasing national
support for TCM in top-level design and continued favourable policies
in the industry. Digitalisation empowers the transformation of TCM
industry.
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The Group carried out the whole industry value chain management of
TCM in a systematic manner, adopted modern technology to deeply
explore the value of TCM. The Group continuously upgraded the
industrial chain, enhanced self-innovation ability, strengthened quality
management, and carried out broad cooperation in sections of the
whole industry chain to establish leading position in TCM and promote
the inheritance and innovation of TCM. In June 2022, CR Sanjiu, CR
Jiangzhong and Dong-E-E-Jiao under the Group were recognised as the
first batch of “TCM High Quality Development Promotion Community
Member Units” (71 %8 %% = & = 8 & {2 # X [F 8 5 8 B fi7), which
demonstrated the Group’s commitment and determination to promote
the continuous upgrading of the TCM industry and achieve high-quality
development.

With the philosophy of inheritance, innovation and development
of TCM, CR Sanjiu strengthened the whole industry value chain
management of TCM and constantly integrated the various resources
of the TCM industry chain. It established a dominant position in the
TCM field as an industry leader by promoting the basic foundation,
technology replenishment, integration and optimization of the
industry chain. Attaching great importance to the upstream raw
material resources, CR Sanjiu put more efforts in the management of
medicinal material resources, so as to improve the basic capacity and
standardization of Chinese medicine agriculture. In addition, genuine
medicinal materials and fresh-processing bases were allocated to help
the construction of a traceability system. In terms of midstream, CR
Sanjiu focused on key innovation areas, continuing to create core
products with technological barriers. CR Sanjiu facilitated the intelligent
development of TCM manufacturing by optimizing the production
layout and accelerating the construction of TCM industry clusters, to
built a benchmark demonstration of TCM manufacturing. At the same
time, CR Sanjiu integrated consumer data and clinical evidence-based
medical research in the downstream to optimize the industrial chain.
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CR Jiangzhong has been building its core competitiveness in the
gastrointestinal category in the health sector of TCM. CR Jiangzhong
continued to improve the quality of medicinal materials. It established
a price and flow monitoring system for TCM materials and promoted
the construction of a standardized base for TCM materials with a focus
on the Radix Pseudostellariae, a vital medicinal herb of the core product
Stomachic tablet. CR Jiangzhong also actively explored and promoted
industrial cooperation models and joined the collaborative development
alliance of the whole industry chain of Chinese medicine in Hunan,
Jiangxi, Guangdong-Hong Kong-Macao area. With emphasis on the
innovative research and development and manufacturing of TCM,
CR Jiangzhong constantly enhanced the research and development
of new TCM and comprehensive health products and the secondary
development of large and exclusive varieties, and promoted the green
and intelligent manufacturing. In terms of downstream, CR Jiangzhong
carried out more cooperation with the leading pharmaceutical
chains, commercial companies and B2B platforms to accelerate online
transformation. The “Jiangzhong-Lihuo” marketing case was awarded
as one of the top 10 outstanding brand cases in China in 2022.

Dong-E-E-Jiao led in framing E-Jiao industry standards and developing
selective market through the implementation of industrial chain
extension, value chain improvement and supply chain connection. In
terms of upstream, Dong-E-E-Jiao continued to expand its control at
source through implementation of quality management standards for
TCM materials in a comprehensive manner, in order to monitor the
quality of raw materials at source and establish a quality control system
for freezing preservation of donkey skin, which enhanced the whole
process of quality control from medicinal materials to preparations.
In terms of midstream, Dong-E-E-Jiao insisted on high tech and high
standards to implement the whole process of quality control. Focusing
on the core business of E-Jiao, it conducted several researches, including
the assessment of the clinical value of Dong-E-E-Jiao in the treatment
of premature ovarian insufficiency, and assessment of sedative and
hypnotic activity of compound E-Jiao based on neurotransmitter
regulation. In terms of downstream, Dong-E-E-Jiao developed its great
health service industry, combined technology with marketing, with a
view to build a tourism characteristic industry chain.

As an industry leader in China’s consumer healthcare (CHC) market, the
Group has covered areas including cold, gastrointestinal, dermatology,
pediatrics, and orthopedics, etc., and is highly competitive and
outstanding in terms of brand influence, core category market share,
channel network and other aspects, and its brands and products are well
recognized by the market. CR Sanjiu has won the first place for many
years in a comprehensive ranking of China‘’s non-prescription medicines
manufacturers released by China Non-prescription Medicines Association.
Our several CHC products were listed in the “2022 Healthcare Brands List”
and “2022 Valuable Healthcare Brands” at the 15th China Health Ecology
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Organization, ranking the top among peers. Both Jiangzhong Jianwei
Xiaoshi tablet CT 2 B4R F ) and “Lihuo” Lacidophilin Tablets (“ &5 "
FLEAE = /) under Jiangzhong Pharmaceutical were listed among “2022
Valuable Healthcare Brands”, while Dong-E-E-Jiao continued to rank first in
the “Healthcare Brands List” and “Valuable Healthcare Brands” for the 8th
consecutive year. Meanwhile, CR Zizhu's Yuting e Jinyuting was awarded
the “2022 Top Healthcare Brand Award”.

During the Reporting Period, the Group has accelerated the launch of
new products in the field of CHC, carried out external cooperation,
and optimized marketing systems, to continuously enhance its brand
influence. The revenue in the field of CHC amounted to HK$20.66
billion, representing a year-on-year increase of 23.5%, which further
consolidated its leading position and competitive advantage in the
industry. In response to consumers’ health management needs, CR
Sanjiu has continuously launched new products in its CHC business.
CR Sanjiu has launched 999 Wenweishu Granule (Low Sugar) (999
BB AT R KR 2 particularly for female, newly released “999 Aonuo”
Vitamin D3 (“999 & 5" # 4 & D3) and Calcium Carbonate and
Vitamin D3 Granules (/)N 52 ik B §5 D3 $8 47 ) in its paediatrics business,
and also extended several new segments in big health sector, such as
collagen and probiotics. CR Sanjiu entered into a strategic cooperation
with Winner Medical Co., Ltd. (122 &% A & &0 B R 2 7)), under
which, both parties will exploit the potential synergy and jointly expand
business in the big health industry. CR Jiangzhong has completed the
launch of several new items in terms of spleen-stomach treatment
and probiotic products, creating four new products with sales revenue
exceeding RMB10 million, namely Hawthorn and Endothelium
Corneum Gigeriae Galli (ECGG) Extract Gummies (LI ##& % A £ X )
and Blueberry Lutein Ester Gummies (#5 % & & = F5 8118 ). Dong-E-E-
Jiao further explored traditional nutritious products by launching the
upgraded E-Jiao Red Dates and Black Sesame Ball (i i2 41 25 2 fif
A1) and Chrysanthemum Dandelion Tea (7£58 72 %) that contains
natural herb essence.

Accelerated innovation of business layout, optimization of
product mix, and expansion of international markets

During the “14th Five-Year Plan” period, the Group accelerated
innovation and transformation and promoted the development of
innovation platforms. Leveraging the advantages of capital, brand and
channels, the Group has increased cooperation with external parties,
and speeded up to new products roll out and product upgrades
to enrich its product lines. Besides, the Group progresses business
optimization and technology upgrades of products to drive high-quality
development in the long term with a focus on high-growth and high-
potential sectors by strengthening and consolidating industry chains in
biopharmaceutical and innovative chemical medicines, etc.
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CR Double-Crane, a subsidiary of the Group, established the Innovation
Division in 2021 to build a commercialization platform for new drug
R&D, focusing on the unmet clinical needs for major diseases and the
development and introduction of high-potential targets and peptides in
tumor, pediatrics and rare diseases. In 2022, CR Double-Crane further
established the Science and Technology Innovation Committee. In the
short and medium term, the new drug pipeline of CR Double-Crane is
primarily dedicated to the introduction of new drug assets that have
completed pre-clinical R&D or initial clinical trials, so as to efficiently
industrialize and commercialize innovative drugs; in the long term, it
will build up independent R&D capabilities on disease areas of priority
concerns and strengthen the cooperation and collaborative innovation
with research institutions and colleges and universities, so as to create
the original technical source base.

During the Reporting Period, CR Double-Crane focused on developing
innovative technology platforms for anti-tumor and anti-virus with
independent intellectual property rights. In respect of the anti-tumor
platform, DCO5F01, which is introduced by CR Double-Crane from a U.S.
company Novita, is expected to be the first FIC new drug specializing
in the treatment of tumor metastasis in the world. The Phase Il clinical
trial of DCO5F01 is in progress in the United States and it had also been
approved by NMPA for commencing clinical trials in China in March
2022. During the Reporting Period, the substantial portion of Phase
I clinical trial has been completed, and safety profile has also been
obtained. CR Double-Crane had obtained the exclusive authorization
to develop, manufacture and commercialize the product in Greater
China. CR Double-Crane were also actively building anti-virus platform
by taking the R&D of oral anti-coronavirus drugs as the starting point.
In May 2022, CR Double-Crane executed an agreement with Ligand
Pharmaceuticals from the United States to obtain the exclusive rights to
develop, manufacture and commercialise the oral anti-coronavirus RdRp
inhibitor drug candidate named CX2101A in major Asian regions (except
for Israel, Russia and Turkey), which is expected to be a Best-in-class
Class 1 new drug by its advantages in anti-coronavirus efficiency and
the absorption, activating and safety that showed during the pre-clinical
studies, and Phase | clinical trial has commenced during the Reporting
Period. Meanwhile, leveraging on the development of this project, CR
Double-Crane shall access the BEPro prodrug technology, and develop
new anti-virus and anti-tumor products based on such core technology.

During the Reporting Period, the Group was granted the Drug
Registration Certificates by NMPA for several products in chemical
and bio-pharmaceutical fields. CR Boya Bio-pharmaceutical’s
Human Coagulation Factor VIII was approved for production, which
further enriched the product line of blood products, improved the
comprehensive utilization rate of raw material plasma, and increased
the output value of plasma per ton. The Perflutren Lipid Microsphere
Injection, declared by CR Double-Crane as the exclusive agent in
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China, has been approved for launch. The drug is a contrast medium
that can provide cardiac chamber imaging and improve endocardial
border imaging and evaluation of regional ventricular wall motion,
and was developed by Lantheus Medical Imaging, Inc. This is the first
time that a product of this type to be approved in domestic market.
CR Sanjiu’s milrinone injection was approved for launch, registering
as a Class 3 chemical drug which enriched CR Sanjiu’s product mix in
the cardiovascular and cerebrovascular (critical care) field. Besides, the
listing of Mitoxantrone Hydrochloride Injection for tracking purposes
of a Class 2 new drug for new indications was approved, which can
be used for the tracking of sentinel lymph nodes in breast cancer. The
chemical pharmaceutical products line of the Group will thus be further
enriched, thereby contributing to improve the market competitiveness.

The Group kept improving its deployment in original biological
drugs, modified innovative drugs and biosimilar drugs to balance the
medium and long term R&D risks and values of the ongoing research
projects. At the end of the Reporting Period, the biopharmaceutical
business manufactured ten products, i.e. Baijieyi, Ruitongli, Jialinhao,
BIFIDO, human serum albumin, intravenous immunoglobulin, human
coagulation factor VIII, etc.

In March 2022, CR Biopharm and Nuance Biomedical Technology
(Shenzhen) Co., Ltd. (18 #5 4 ¥ & B2 &L ORII) B BR 2 &) reached an
exclusive cooperation on the cooperative product development of the
world’s first precision targeting and holistic immunity start-up project
PTIA1, and CR Biopharm would be the Marketing Authorization
Holder (MAH) of the product once listed. In July 2022, CR Biopharm
entered into a collaboration agreement with Immvira Pharma to acquire
exclusive co-development rights in Greater China for the pioneer lytic
virus products for curing central nervous system tumors.
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The Group continued to accelerate its international business layout
by synergistically integrating the international market and channel
resources of various business segments, establishing international
sales teams and actively expanding international markets. During the
Reporting Period, the export value of the pharmaceutical segment
reached almost HK$ 1 billion. CR Boya Bio-pharmaceutical achieved zero
breakthrough in the export of iVIG products in 2019 and has recorded
a steady growth in export value in recent years. In 2022, it achieved
a milestone in international product certification and plans to obtain
registration certificates in various countries to further increase its export
scale. CR Double-Crane proactively built up professional international
teams and strengthened the development of new products and new
markets to accelerate the international business layout. Tiandong
Pharmaceutical has completed registration in 48 countries, with export
sales accounting for 60% of revenue in 2022, and as for Shenzhou
Biology’s main product, Coenzyme Q10 API, over 90% of the revenue
came from export sales. Taking advantage of the integration of steroid
hormone APIs and preparations, CR Zizhu promoted the upstream
and downstream extension of the APl industry chain and entered the
international market of healthcare products.

Technology drives innovation and transformation, and
digitalization enables business development

The Group continued to accelerate digital construction through
combining the development trend of the pharmaceutical industry and
information technology, and focusing on business and management
needs. By virtue of the value chain comprised research and
development, production and manufacturing, supply chain, and sales
and service, the Group applied new technologies such as big data,
artificial intelligence and industrial internet to meet the digital needs of
business scenarios, and focused on intelligent manufacturing, digital
empowerment, online sales and other key areas, thereby continuing
to improve its intelligent and digitalized operation management and
promote business transformation and upgrade.

Driven by data and technology, the pharmaceutical manufacturing
segment of the Group focused on developing the core advantage
of “intelligent manufacturing” to continuously improve production
efficiency and product quality while reduce operating costs. CR
Sanjiu became the first enterprise in the pharmaceutical industry to
pass the “Level 4 Assessment of Matured Intelligent Manufacturing
Capability” of MIIT. During the year, CR Sanjiu not only expedited
the implementation of intelligent manufacturing strategy, but also
promoted the drug quality management system and production energy
management system in an orderly manner, coupled with its extension
of the TCM traceability platform to the upstream of the industrial chain.
CR Sanjiu (Zaozhuang) Pharmaceutical Co., Ltd., CR Sanjiu (Ya'an)
Pharmaceutical Co., Ltd. and Anhui CR Jinchan Pharmaceutical Co.,
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Ltd., the subsidiaries of CR Sanjiu, were selected as one of “Outstanding
Scenarios of Intelligent Manufacturing 2022" by the MIIT. TCM
Intelligent Factory in Chenzhou, which is planned to be built as the
extraction center of CR Sanjiu in South China, has been completed and
accepted in 2022, so as to promote the upgrading and transformation
of TCM manufacturing. CR Double-Crane carried out information
construction for the core business of supply chain, quality system
and production management, and promoted the implementation
of Manufacturing Execution System (MES), Laboratory Information
Management System (LIMS) and Quality Management System (QMS).
The industrial park division of CR Double-Crane was selected as one of
the “Outstanding Scenarios of Intelligent Manufacturing Demonstration
Factory 2022" jointly announced by the MIIT and other departments.
CR Jiangzhong's TCM Science and Technology Innovation City project
in Ganjiang New Area is expected to be put into operation in 2023.
With the foresight planning of intelligent manufacturing, the project
has completed the construction of intelligent warehousing, production
coding, artificial intelligence (Al) visual inspection, industrial internet and
other systems in 2022. Dong-E-E-Jiao realized online visual inspection
through Al technology, achieving an increase of 40% in labor efficiency,
and realized automatic monitoring and early warning of temperature
and humidity in the drying process of E-jiao production line through 10T
technology, thereby improving product quality and stability. The Blood
Products Intelligent Factory of CR Boya Bio-pharmaceutical has laid the
foundation, aiming to be the largest single blood products workshop
in Asia. The project refers to the advanced Industry 4.0 Technology,
in order to realize the intelligentization of production, logistics and
warehousing, production equipment, product and service systems to
meet the company’s future business development needs. Biological
drug production lines with automated equipment and intelligent key
production steps are built in the industrial park of CR Biopharm. At
present, the pilot workshop has been put into operation.

The Group proactively enriched its omni-channel digital channels.
In particular, it continuously improved the digitalization process of
marketing and sales and advanced the academic marketing, B2B
and B2C businesses shifting to online to build the brand recognition
innovatively. It also increased its market share by optimizing consumers’
experience and service quality using precision marketing and
digitalized services. During the Reporting Period, the online sales of the
pharmaceutical manufacturing segment recorded a remarkable increase
of 44% in revenue year-on-year.
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CR Sanjiu kept building its digitalized product selection capabilities,
strengthening digital channel expansion, and built a professional new
media operation team, leveraging on which, the sales of online B2C
business had surpassed 4% in the Company's CHC business sales.
Specifically, the sales of medicines for cold, the liver and gall as well as
pediatric medicines all ranked top in the “618” and “Double Eleven”
events. CR Double-Crane promoted the process of digitalization and
established a direct supply and marketing system with e-commerce
platforms such as JD.com. In terms of academic promotion, it combined
both online and offline channels to maximize the effects and launched
online doctor to issue online prescription for end consumers. CR
Jiangzhong engaged in multi-channels for its online marketing and
sought values in traditional e-commerce, distribution channels, live
streaming platforms and so on. It also developed new products based
on channel characterises. During the Reporting Period, the revenue
generated from Lacidophilin Tablets reached approximately HK$60
million, representing a year-on-year increase of 160%. Dong-E-E-Jiao
upgraded its overall brand marketing strategy by investing in several
digital advertising projects and making precision marketing through
clarifying its target consumers. It ranked first in the nourishing vitality
and blood brand category in Tmall and the OTC nourishing vitality and
blood brand category in JD.com, respectively in the “618" event, and
ranked first in the nourishing and healthcare products in JD.com in
the “Double Eleven” event in terms of sales and recorded a year-on-
year increase of 12% during the later. CR Zizhu was actively exploring
its online marketing model to strengthen its branding system. The sale
volume of Jinyuting/Yuting products held a resilient lead in 020 market
for oral contraceptives with online sales increasing 36% year-on-year in
2022. The ovulation test products under Yuting also made significant
progress in e-commerce B2C market.

Product Research and Development

The Group regards R&D and product innovation as important drivers
for long-term growth, and consistently increases its investment in R&D
activities. The total R&D expenditure for the Reporting Period amounted
to approximately HK$2,545.8 million, representing an increase of
22.9% on year-on-year basis (up by 29.0% in RMB terms). Guided
by national policies, development trends of industry technology and
market demands, the Group enhanced its core competitiveness through
the emphasis on innovation-oriented products as well as a combination
of generic and innovative products, with a special focus on the R&D
of medicines for the cardiovascular system, respiratory system, tumor
treatment, alimentary tract and metabolism, central nervous system,
immune system, anti-infection, hematology, and genitourinary system.
As at the end of the Reporting Period, the Group operated five State-
certified engineering technology research centers, three State-certified
enterprise technology centers and approximately 50 research centers
certified by provincial and municipal authorities, as well as post-
doctoral research workstations with a R&D team comprising over 2,300
members.
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The Group conducted continuous refinement of its R&D mechanism,
established a market-oriented talent introduction mechanism and the
mechanism for training talents at different levels, and strengthened
the introduction of leading talents. In addition, the Group has been
continually improving its mechanism for introduction of external
experts, and actively introducing experts and leading talents in the
industry to strengthen the team of external experts, and continuously
promoted the innovative transformation and sustainable development
of the Group.

As at the end of the Reporting Period, the Group had around 300
ongoing new product R&D projects, including approximately 100 new
drug projects, mainly involving oncology and immunity, metabolism
and endocrine, respiratory system, hematology, angiocarpy, TCM classic
prescription and other fields. In 2022, the Group has been granted with
more than 230 patents; clinical trials were approved for five products,
including NIPOO03 (a Class 1 chemical innovation drug for thrombus),
NIPOO1 (a Class 1 chemical innovation drug for renal anemia), DCO5F01
(a Class 1 chemical innovation drug for solid tumor), Jiangshi Granule (Z
A FERL) (a Class 1.1 TCM innovative drug for irritable bowel syndrome
under spleen-stomach deficiency) and CX2101A (a Class 1 chemical
innovation drug for COVID-19); application for drug registration were
submitted to NMPA for 31 products, including Brivudine Tablets,
Olmesartan Medoxomil and Amlodipine Besylate Tablets, Silodosin
Capsules, etc.; drug registration approvals were obtained from NMPA
for 16 products, including Mitoxantrone Hydrochlorid Injection (used as
lymphatic tracer), Human Coagulation Factor VIII, Nifedipine Controlled-
release Tablets and Ibuprofen Suspension, in a further diversification
of the product portfolio of the Group’s pharmaceutical manufacturing
business.

During the Reporting Period, the Group made significant progress in
the research and development of a number of Class 1 innovative drugs.
NIPO03, a novel FXla inhibitor with global intellectual property rights
for the prevention of arteriovenous thrombosis, has started Phase |
clinical trial. At present, there is no drug for the same target points
available domestically or abroad. NIPOO1, a Class 1 new drug in blood
field, has been approved for clinical trials for the treatment of renal
anemia. The current clinical treatment protocol for renal anemia in
China has a relatively low hemoglobin achievement rate, and NIPOO1 is
expected to improve the existing treatment protocol in terms of efficacy
and safety. Jiangshi granule, a Class 1 innovative TCM drug, has been
approved for clinical trials for the treatment of irritable bowel syndrome
with spleen and stomach weakness, and the Group has several Class 1
innovative TCM R&D projects in pipeline currently. The drug is effective
in the treatment of functional diarrhea and performing well in drug
tolerance and safety. It can be used as a long-term drug beneficial to
chronic diarrhea with spleen deficiency. NIP292, which treats idiopathic
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pulmonary fibrosis, is the second oral ROCK inhibitor to enter clinical
research in the world. The drug, for which the Group has global
intellectual property rights, has been certified as an orphan drug by
FDA of the United States. This project has been selected as “National
Major Scientific and Technological Project” and “Beijing Key Innovation
and Research and Development Project in Medicine and Health”, and
has completed Phase | clinical MAD (multiple arising dose) study during
the Reporting Period, indicating good results. NIP046 is designed
for a variety of autoimmune diseases, ranking at the first echelon in
research and development progress of similar targets in China. During
the Reporting Period, the drug has completed Phase | clinical MAD trial
study, indicating good safety and tolerability. NIP142, which is used to
treat mutant non-small cell lung cancer, started Phase | clinical trial and
completed the first enrollment during the Reporting Period.

As at the end of the Reporting Period, the Group had 38 biological
drug projects under development, 20 of which were new biological
drugs focusing on anti-tumor, immunity, endocrine and other
therapeutic fields. The Phase Ill clinical trial of Ruitongli for treating
the new indication of acute stroke is progressing rapidly, with
1,300 cases enrolled. Its treatment for the new indication of acute
pulmonary embolism has entered Phase Il clinical trial and progressed
well. The Class 1 new biological drug in blood field has completed
30% enrollment under the Phase Il clinical trial. The intravenous
immunoglobulin (10%) has completed the first enrollment under the
Phase Il clinical trial.

The Group attaches great importance to promoting the consistency
evaluation of the quality and efficacy of generic drugs. As at the
end of the Reporting Period, 64 projects had been earmarked for
consistency evaluation, while more than 30 projects had undergone
bioequivalence clinical trials. During the Reporting Period, 13 products
passed the consistency evaluation, among which Gliquidone Tablets
and Levofloxacin and Sodium Chloride Injection were the first to pass
the evaluation for the same product.

CR Pharmaceutical Shenzhen R&D Center is in sound operation,
with two major R&D platforms of bio-innovative drugs and chemical
innovative drugs. The bio-innovative drugs platform is mainly dedicated
to new drugs design and molecular construction of monoclonal
antibodies, double antibodies, nanobodies and polypeptide drugs
empowered by Al technology, and development of CMC varieties
of yeast expression system, for exploring the competitive advantage
of product differentiation. Currently, the innovative pichia pastoris
expression system technology of East China University of Science
and Technology has been verified and transferred, and seven R&D
projects of new biological products have been established with good
progressing. The chemical innovative drugs R&D platform focuses
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on novel targets for tumor, autoimmunity and other major diseases,
and integrates target discovery, AIDD/CADD (Al-Driven Drug Design/
Computer-Aided Drug Design), compound synthesis, drug screening
and optimization. At present, four pre-research projects, targeting at
tumor have been established, and are well under way.

In March 2022, China Pharmaceutical R&D Center Co., Ltd. was
selected as one of the “Small Giant” enterprises with specialized,
sophisticated technigues and unique, novel products in Beijing, and
in November of the same year, Tiandong Pharmaceutical was selected
as one of the first batch of “Small Giant” high-tech enterprises in
Shandong Province. The selection criteria for “Small Giant” enterprises
is extremely stringent as the candidates must be the leading enterprises
within the specialist-tech or high-tech industry that focus on segmented
markets and have achieved industry-leading standards in terms of
innovation, professionalism, business management and other special
conditions. Such selection demonstrates that our innovation and
research capabilities are well recognized by the government authorities,
which is conductive to the enhancement of industry position, brand
image and rapid development of the Group.

During the Reporting Period, the Group, proactively explored innovation
and corporation, established business development synergy mechanism
to give full play to its overall advantages in external innovation resource
development and sharing, project evaluation, project negotiation and
coordination, and explored innovative R&D mode through taking full
advantage of external resources. With focus on expanding corporation
with national innovation hubs and top biotech companies, the Group
managed to diversify and optimize innovative R&D pipelines through
developing cutting-edge technologies and original products under
model of license-in and joint development.

The Group devoted in promoting the strategic cooperation with
national innovative institutions such as National Medical Center and
top biotechnology companies with innovative medical projects and
technologies as the carrier, accessing top external expert resources
while acquiring projects and technologies. During the Reporting
Period, the Group proactively advanced strategic cooperation with
Fuwai Hospital Chinese Academy of Medical Sciences on critical core
technical issues relating to the overall, advanced and applicable clinical
needs in the field of cardiovascular disease, and jointly promoted
the construction of National Medical Center, so as to open up new
channels for the Group to obtain innovative products. In March 2022,
the Group signed a strategic cooperation agreement with National
Clinical Research Center for Infectious Diseases of Shenzhen and The
Third People’s Hospital of Shenzhen to develop a strategic cooperation
in the research and development of new drugs, diagnostic reagents
and innovative vaccine products in the field of infectious diseases. In
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June 2022, the Group signed a strategic cooperation agreement with
Wenzhou Medical University and Wenzhou Ouhai District Government
to jointly promote the strategic cooperation with the National
Engineering Research Center for Cell Growth Factor Drugs and Protein
Agents and explore the cooperation on new target discovery, upstream
design and the development of critical downstream engineering
technology; the Group also signed a strategic cooperation agreement
with Wenzhou Longwan District Government to cooperate in the fields
of eye health and Alzheimer’s disease. Meanwhile, CR Zizhu signed
strategic cooperation agreements with Ouhai District Government and
Longwan District Government on ophthalmic medicine, respectively,
pursuant to which they will conduct in-depth cooperation on talents
cultivation, research and innovation consortium, transformation of
scientific and technological achievements and cooperation of “industry-
academia-research” in the field of ophthalmology. The letters of
intent for cooperation have been signed for eight innovation projects.
In November 2022, the CR Sanjiu — Shenzhen Bay Laboratory Joint
Research Centre was inaugurated to promote in-depth cooperation
between the two parties in biomedicine, Al, new materials and medical
devices. Through establishing an industry-academia-research team
to carry out technical research and other manners, both parties will
jointly boost the research and innovation on critical technologies, thus
providing strong support for industries in Guangdong-Hong Kong-
Macao Greater Bay Area in terms of scientific research and achievement
transformation. In October 2022, the Group signed a strategic
cooperation agreement with Fosun Pharma to cooperate in the research
and industrialization of Chinese innovative drugs and high-end medical
devices with a focus on clinical needs and advanced biotechnologies.

Tapping into the strengths of Hong Kong in science, technology,
talent and innovation, the Group has actively explored and carried
out the establishment of scientific research platform and cooperation
in research and development projects, as well as reserved innovative
R&D cooperation projects with renowned universities, innovative
biopharmaceutical companies and other technological innovation
institutions in Hong Kong. In December 2022, CR Jiangzhong signed a
letter of intent for cooperation in the research project of Shenlingcao
in treating COVID-19 with Hong Kong Baptist University and China
Resources Research Institute of Science and Technology, in order to
jointly promote the clinical research of CR Jiangzhong's Shenlingcao
Oral Solutions in improving the immunity and fatigue of COVID-19
patients.
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In April 2022, CR Jiangzhong entered into a cooperation agreement
with Jinan University and Institute of Material Medical Chinese Academy
of Medical Science to launch a joint study on “anti-Alzheimer’s Disease
candidate innovative drug IMMINU-018", to enrich the pipeline of TCM
new drugs.

In December 2022, CR Zizhu introduced an anti-tumor Class 2
innovative drug in the field of reproductive health, with the clinical trial
starting soon.

During the Reporting Period, a number of projects under development
licensed-in by CR Sanjiu progressed smoothly. QBH-196, a new Class
I small-molecule targeted anti-tumor drug introduced from Shenyang
Pharmaceutical University in 2019, is in Phase | clinical dose-escalation
study.

Pharmaceutical Distribution Business

In terms of the pharmaceutical distribution business, the Group actively
promoted the business transformation, implemented the regional
development strategy, made innovations in the business model,
continuously improved the capabilities of production, marketing and
value-added services, and enhanced the professional development of
the entire industry chain for the medical device business. Moreover,
it has been constantly improving the online and offline integrated
business model by strengthening integrated and standardized
logistics development, actively expanding international business, and
empowering business development and management optimization with
digitalization.

During the Reporting Period, the Group’s pharmaceutical distribution
business recorded a segment revenue of HK$211,288.5 million,
representing an increase of 6.1% compared with that for 2021 (an
increase of 9.5% in RMB). The gross profit margin of the distribution
business was 6.2%, remaining stable as compared with the previous
year.
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For the distribution business, the Group has been continuously
improving its integrated procurement and sales system by reinforcing
the integration of the entire supply chain and transforming as well as
upgrading to commercial expansion to enhance its ability to coordinate
product acquisition. It obtained upstream quality resources by using
central market access, omni-channel coverage and innovative payment.
During the Reporting Period, by accelerating the product introduction
and optimizing the product structure, the Group gained multi-channel
marketing rights for 24 significant products, with an acquisition
rate of the key innovative drugs newly approved for marketing and
commercialization of 97%. The Group also entered into a cooperation
agreement with well-known companies, in respect of the patient
service, innovative payment and in-depth marketing. Besides, the
Group actively participated in the centralised procurement, gathered
superior resources, conducted integrated and classified acquisition
of the centralised procurement products, and the average regional
product acquisition rate of the Group reached 81% during the sixth
centralised procurement of insulin. Meanwhile, the Group strengthened
the development of the out-of-hospital supply chain system to build the
“Runyao” brand, and introduced more than 70 exclusive distribution/
product specifications in 2022. Moreover, it actively expanded the
primary chronic disease market and acquired exclusive marketing rights
for insulin products of Sanofi and Novo Nordisk across several provinces.

The Group constantly strengthened the port construction, optimized
the resource coordination and complemented the advantages among
various ports, stimulated the channels and vitality for port business
expansion, and greatly expanded the international business. During
the Reporting Period, through the “multi-port, one-stop” (% O = -
— 34 ) service model, the Group improved its imported product
acquisition capability. In 2022, the Group achieved imported products
sales of approximately HK$15.3 billion, with 14 new imported products;
assisted domestic manufacturers to expand their overseas business by
adopting joint venture model, actively explored the export of major
healthcare products such as TCM materials, and realized export sales
of approximately HK$900 million in 2022, of which the export value of
dendrobium granules and other major healthcare products exceeded
HK$100 million. Meanwhile, overseas innovative drugs were imported
based on the policy advantage of the pioneer medical treatment
demonstration area in the Greater Bay Area, Hainan Lecheng and
Tianjin Free Trade Area. Pursuant to the “Hong Kong and Macao
Medical Instrument Connect” policy, it has assisted five hospitals to
obtain a total of 37 clinical urgently needed drug approvals and 11
clinical urgently needed medical device approvals, introduced anti-
tumor drugs made by Taiho Oncology, Inc to Hainan Lecheng, and
introduced innovative drugs made by Roche Pharmaceutical (%8 £C %) %)
and BeiGene to Tianjin Free Trade Area.
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During the Reporting Period, the medical device distribution business
of the Group expanded rapidly and recorded revenue of approximately
HK$35.4 billion, representing a year-on-year increase of over 35%,
reflected by the rapid growth of IVD diagnostic reagents, orthopedics
operating and interventional supplies business in revenue. The Group
constantly promoted the integrated control of the medical device
business, and strengthened professional management. It set up 30
independent medical equipment companies covering 29 provinces,
and established business relationships with more than 3,000 upstream
medical equipment manufacturers and 20,000 downstream hospitals. In
2022, the Group accelerated the development of specialized capability
of orthopedics, interventional supplies, IVD diagnostic reagents and
general supplies, invested in 20 distribution companies in specialized
areas, and actively established a professional distribution network across
the country. As for the orthopedics business, the Group established
a nationwide supply chain and service integrated platform, set up 71
sub-warehouses in various provinces, and cooperated with nearly 50
hospitals in the insurance of orthopedic surgery. It has established seven
professional inspection companies in the IVD field, and actively built
up an integrated capability from product R&D all the way to inspection
and application terminal. During the Reporting Period, the Group
accelerated product introduction in terms of medical devices business
by acting as the general agency of over 20 manufacturers. It also
extended to the upstream of the industry chain, built self-owned brands
through franchise or registration, concluded 18 franchised products,
and obtained eight self-owned product registration certificates. In the
meantime, the Group further enhanced its innovative service capability
for the device business, with 50 innovative projects including new SPD
(Supply — Processing — Distribution) projects, a newly established
professional SPD company, self-owned SPD service software and a new
regional comprehensive inspection center project launched during the
Reporting Period. At present, the Group has more than 120 SPD and
centralised distribution innovative projects.

The Group actively advanced its innovative services for its distribution
business, i.e. Center of Excellence, Contract Sales Organization (CSO),
C+ Digital Pharma and Commercial Insurance Payment, expanded the
business innovation model, conducted in-depth marketing services,
remolded the value of traditional medical channels, and provided
diversified solutions for upstream pharmaceutical companies. During
the Reporting Period, the Group connected the value chain through
innovative services of special disease centers, and concluded 56 special
disease centers covering key fields, including departments of thoracic
surgery, medical oncology, rheumatology and immunology, hematology
and neurology. Among them, the Center of Pharmaceuticals and
Specialized Diseases of Shanghai Tongji Hospital ( = /& [7] i &2 B %% £2
=R A0 and the Center of Specialized Diseases of the Neurology
Department of Shandong Provincial Hospital (11l 5 % 37 88 Bz 14 48 i
T =% 1 0) entered into the trial operation phase. By the end of
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the Reporting Period, the Group operated more than 80 CSO projects
including the Sanofi Depakine (Sodium Valproate Injection) project,
involving over 80 upstream enterprises, and continuously expanded its
profit model. In 2022, its sales revenue exceeded HK$900 million with
a year-on-year increase of approximately 140%. The Group has signed
contracts with five hospitals to establish science and innovation centers,
with an aim to increase customer stickiness through innovative cooperation
models such as “joint discipline building” and “agent construction and
operation”, and has formed data assets by reaching doctors and patients
through “Run Xiaoyi (JE/]\%8)", a centralised digital platform for special/
rare diseases. It also cooperated with different upstream manufacturers
to explore innovative commercial insurance payment models for high-end
specialty drugs. In addition, the Group’s B2B online platform “CR Pharma
e-Store (B Z£ /5 #1)" implemented a nationwide integrated operation
model covering 24 provinces, recorded a transaction amount of HK$35.3
billion during the Reporting Period, and accumulated 59,000 active
customers and 1.84 million orders.

Meanwhile, the Group implemented its regional development strategy
and established a “digital healthcare business operation management
platform” to manage products and clients by category; constantly
optimized its business structure with a focus on enhancing the market
share of high-quality Grade A tertiary hospitals and oncology and
other specialty hospitals with high academic reputation; and greatly
expanded the out-of-hospital market and strengthened its channel
and terminal capabilities. During the Reporting Period, sales revenue
from out-of-hospital distribution business increased by 17% year-on-
year. As at the end of the Reporting Period, the Group’s pharmaceutical
distribution network has covered 28 provinces across the country with
approximately 150,000 clients, including 9,543 secondary and tertiary
hospitals and over 70,000 grass-roots medical institutions.

The Group continued to promote the integrated operation and
management of its logistics, improved the efficiency of circulating
channels by establishing a specialized, large-scale and standardized
modern logistics system, and also proceeded with the standardized
collection and management of logistics cost and synergistic integration
of regional logistic resources. As at the end of the Reporting Period,
the Group’s distribution business had over 200 logistics centers,
which are capable of the storage and distribution of temperature-
controlled drugs across the country, allowing the Group to provide
end-to-end management of the vaccines, blood products and other
products requiring specific temperature control. The Group continued
to strengthen the digitalized operation and visualized management and
built logistics transport resource pool to realize resource coordination,
while providing third-party digital logistics services through multi-
warehouse synergy. During the Reporting Period, revenue of CR
Pharmaceutical Commercial from the third-party logistics business was
approximately HK$400 million.
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Pharmaceutical Retail Business

In terms of the pharmaceutical retail business, the Group constantly
optimized business categories, strengthened the construction of an
integrated and intelligent operation system, and improved the operating
quality of specialty pharmacies. By strengthening the integrated
development of online and offline business, the Group created new
digital retail pharmacies to maintain its competitiveness in terms of
standardization, differentiation and specialization.

During the Reporting Period, the Group’s pharmaceutical retail business
recorded revenue of HK$8,836.8 million, representing an increase of
16.2% compared with that for 2021 (an increase of 19.9% in RMB),
which was mainly due to the increase in sales volume of anti-epidemic
products. In 2022, the Group’s DTP business achieved revenue of
approximately RMB5.9 billion, representing an increase of 14% year-
on-year. The gross profit margin of the retail business was 8.1%,
representing a decrease of 1.1 percentage points as compared with
that for the same period of last year, which was mainly attributable to
the changes in product structure.
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In 2022, the “dual-channel” management mechanism was carried out
in a stable manner. The number of varieties included in the mechanism
was on the increase, further promoting prescription outflow, which
not only expanded the market space, but also placed higher demands
on the professionalism and service capability of retail pharmacies,
therefore further accelerating concentration of the pharmaceutical
retail market. The Group continued to strengthen the construction of
specialty pharmacies. During the Reporting Period, it introduced seven
new DTP varieties, and assisted pharmacies in various regions to obtain
the “dual-channel” qualification so as to prepare for the outflow of
prescriptions; Runyao Garden — Runyao Pharmacist Training were
provided for all specialty pharmacies under the Group to achieve
continuous improvement regarding professional pharmacists service
standard. As of 31 December 2022, the Group had a total of 793 self-
operated retail pharmacies, of which the total number of DTP specialty
pharmacies reached 228 (including 138 “dual-channel” pharmacies).

The Group continued to strengthen the integrated operation
management and standardized control of stores for improving its
operational quality through establishing professional, standardized and
high-quality pharmacies and actively developing innovative value-added
services. During the Reporting Period, the Group built the standardized
and systematized service of specialty pharmacy under Teck Soon
Hong (1215 17); set up nine pharma-diagnosis-healthcare complexes
to provide customers with comprehensive services such as intelligent
inspection and testing, online consultation and chronic disease
management. The Group’s drugstores accounted for three places in the
“2021-2022 Top 10 Standalone Pharmacies in China”, and ranked No.
2 in the “2022 Pharmaceutical Retail ¢ DTP Top 10" of China Health
Ecology Organization.

The Group fully grasped the development trend of “Internet +” in the
pharmaceutical industry to actively accelerate its digital transformation
of drugstores, enhance the rate of online stores, and promote the
integrated online and offline business model. During the Reporting
Period, the Group set up a team for integration and digitization
operation of warehouse and e-commerce for customers, and actively
explored private operations, and the online business sales to customers
grew over 166% year-on-year. In November 2022, the Group formally
launched the online e-commerce platform “Bai Run Overseas Flagship
Store ({AJE/SSMNEMJE)" for import and export business, focusing on
the medicine usage for liver protection, digestion and eye treatment.
Meanwhile, it initially introduced popular OTC and healthcare products
made by Kobayashi, Sato Pharmaceutical and Santen.
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MSCI-ESG RATING JUMPED TO A, ACTIVELY FULFILLED SOCIAL
RESPONSIBILITIES, AND EARNED RECOGNITION FOR ITS
SUSTAINABLE DEVELOPMENT CAPACITY

In January 2023, the MSCI ESG Rating of China Resources
Pharmaceutical upgraded from BBB to A, which demonstrated
the unremitting development of its management capability in the
environmental, social and corporate governance field, as well as the
recognition of the global capital market for the ESG management
capability and long-term investment value of the Group.

The Group has always adhered to the concept of green and low-carbon
development, actively practiced green responsibilities as a corporate
citizen, and continued to improve its environmental protection and
governance capabilities. By accelerating up the construction of energy
conservation and environmental protection projects and the application
of new technologies, and enhancing the energy utilization efficiency,
the Group has enhanced its competitive advantage in sustainable
development. In terms of the construction of energy conservation
and environmental protection projects, the Group actively deployed
distributed photovoltaic power generation projects with the benefits
of energy conservation and environmental protection to enhance the
proportion of green and low-carbon energy. In June 2022, the roof
top distributed photovoltaic power generation project with an installed
capacity of 1.3 MW of Double-Crane Pharmaceutical (Hainan) Co.,
Ltd., a subsidiary of CR Double-Crane, achieved grid-connected power
generation, and the Henan Branch of CR Pharmaceutical Commercial
also launched the warehouse roof-top distributed photovoltaic power
generation project with an installed capacity of 1.1 MW, which can
provide more than 2.43 million kilowatts of clean electricity per
year and reduce carbon emissions by approximately 1,540 tons per
year. The Group actively developed green production models. CR
Sanjiu's Shenzhen Guanlan Industrial Park was selected as a pilot
demonstration project of Shenzhen’s 2022 industrial “peak carbon
dioxide emissions” work and the pilot enterprise of the second batch of
nearly zero emission area of Shenzhen City; CR Jiangzhong's “Energy
Intelligent Analysis, Diagnosis and Energy Conservation Standardization
Demonstration Project for TCM Enterprises” became the first national
energy conservation standardization demonstration project to pass the
inspection and acceptance in Jiangxi Province, which provides a model
for the standardization of energy conservation in the TCM preparation
industry; in June 2022, Jiangzhong Pharmaceutical won the 11th “China
Environmental Excellence Award”, which was established by the China
Environmental Protection Foundation and is the highest award in the
field of environmental protection in China.
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During the Reporting Period, the Group fully leveraged its advantages
brought by its whole industrial chain and efficient organization and
ensured the timely supply of pharmaceutical products and medical
devices for pandemic prevention and control, thereby contributing to
the combat against the pandemic in multiple ways and fully protecting
public health and demonstrating our corporate responsibility and social
responsibility as a state-own enterprise. A working group on medical
supplies was established in March 2022 to manage the supply of
materials for pandemic prevention in Hong Kong with an order amount
exceeding HK$800 million. In December 2022, the demands for
medical supplies were on the sharp rise with the gradual optimization
of the domestic pandemic prevention and control policies. In order to
adapt to the new situations of pandemic prevention and control, the
Group made every effort to ensure production and supply. In order
to ensure the production, the Group coordinated resources from over
60 production bases all over the country to overcome the difficulties
such as personnel shortage, material shortage and cost inflation,
accumulatively producing more than 160 million boxes/bottles of anti-
pandemic products. In order to guarantee supply, the Group made full
use of the upstream resources and supply chain capacity to coordinate
the domestic and overseas medical treatment medicine and resources,
and actively expanded the supply channels of pharmaceutical products
and medical devices, accumulatively supplying more than 220 million
boxes/bottles/pieces/portions per person of key anti-pandemic materials.
While making every effort to ensure the production and supply of
anti-pandemic products, the Group also accelerated its deployment
in antiviral therapy field through R&D and external cooperation. In
May 2022, CR Double-Crane and Henan Genuine Biotech Co., Ltd.
("Genuine Biotech”) entered into the strategic cooperation agreement
and framework agreement on the entrusted processing and production
of Azvudine, pursuant to which the processing and production of
Azvudine products were entrusted to CR Double-Crane; in October
2022, CR Double-Crane completed the first entrustment order of
Genuine Biotech.



AEBEARBRZLREAKFE - #R
ARSI - BRUSE R ENA LB A
m BRSEERRE  RERRES -
AEBEBTEB=N FHEE Th#
ERBIEBREMB IR SEEER B
BN B o R sl - REMMBESEERE
REZORMET  ZEREMTRARKS
BITHBWMEE EAMABNEE—F
R (EFEREERHIEON T
FZAZKEFEERGF] NHESE
BEMARTER BB ERRIED
RANARAMESH R YEZKEFET
EERINEERBI|RE BRI
AIAGEEEEERESERAERESE -
WIREEREECEHHESE - BB
EfTIARRERER AR AKEE
—SHEBRBEEENREME  ARIEMELR
Wt LR RIS TR o

A 5% B AR 2 B g

EE R BREESNREERERS
B EZENHPSREEREFLE2EME  HD
REBREMERIRFTMENG LR - 3
RERABHETETRKINEREE BT
EERBEEGRLE BEZERNMERZZH
BRUEERX RIRETEIERNEEER
FHEESERRARRERE  EREGTEIR
HER]  [KERLZMBEIREEEK - B2
MEAF AR OES  WRBAEFRSER
E—FBICEBHRE  KOEDEIFHHE B
BHERREHE NMREXZBEFCBEL IE
BERATBRMER  E— S 0 B
g UREERRFAER -RBELE -

BIE R R M
Management Discussion and Analysis

The Group is committed to improve its corporate governance, and
optimize the incentive mechanism to effectively stimulating the
empowerment and vitality of the Company, achieving high-quality
development and safeguarding the shareholders’ rights and interests.
The restricted stock incentive plans of CR Sanjiu, CR Double-Crane
and Jiangzhong Pharmaceutical were carried out in a stable manner,
which better attracted, retained and motivated outstanding managers
and core technicians. CR Biopharm completed its B-round financing of
RMB600 million, which further deepened the mixed ownership reform.
The Authorization Management System of the Board was reviewed
and formulated by the Board in March 2022, with six functions and
powers of the Board being incorporated into the Company’s articles of
association. By the end of June, all relevant system construction work
was completed, and the work reports of the Board and performance
reports of external Directors were completed. At present, the Group
has initiated the formulation of the performance appraisal system of the
Board and external directors of the Group, and supervised its directly
managed enterprises to formulate the relevant systems. Through the
implementation of this corporate governance measure, the Group can
further enhance the standardization, effectiveness and overall function
of the Board, and strengthen the Company’s position as an independent
market player.

OUTLOOK AND FUTURE STRATEGIES

During the “14th Five-Year Plan” period, the State has made comprehensive
deployment to accelerate the construction of a new development pattern,
promote high-quality development and realize the effective quality
improvement and reasonable economic growth. The pharmaceutical industry
will have new development opportunities in the new development phase.
As the strategic industry of vital importance to the national economy and
the people’s livelihood, economic development and national security, the
pharmaceutical industry is an important foundation for the construction of
a “Healthy China”. China Resources Pharmaceutical will further optimize
the business layout, greatly promote the innovative R&D, investment and
acquisition, accelerate the digital transformation of the industry, attach
importance to the talent team building, further supplement, strengthen,
consolidate and extend the industrial chain by taking scientific and
technological innovation as the core driving force, responding to the people’s
demand for drugs and following the national strategy of “The Pillars of a
Great Power” and “People’s Livelihood of a Great Power”, with an aim of
becoming the world-class pharmaceutical enterprise through high-quality
development.
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1.

To implement the national strategy and the “Healthy
China” strategy

The Group will actively implement the national strategy, and provide
comprehensive and high-quality healthcare products and services to
meet people’s health demands. In response to the new requirements of
the development of the biomedical industry, the Group will continue
to explore new development opportunities, create business layout in
combination with the national layout for emerging strategic industries,
the regional development strategy and the technology used to solve
the country’s “bottleneck” problems, actively develop the biomedical
industry in the field of “The Pillars of a Great Power”, and strongly
develop blood products, striving to become the leading enterprise in
the industry, and to achieve breakthrough in the vaccine business. In
the field of “People’s Livelihood of a Great Power”, the Group will
constantly enrich its product portfolio, improve its product quality,
and provide comprehensive and high-quality healthcare products
and services. Meanwhile, we will explore the development and
breakthrough in the fields such as high-end medical devices by making
use of new opportunities in the innovative development, people’s
livelihood, expansion of domestic demands and green economy. In
addition, the Group will constantly promote the public-welfare Healthy
Village Program, expand the expert team, enrich the curriculum system
and improve the quality health for all.

To drive the development with innovation for improving
core competitiveness

Focusing on “establishing the source of original technology”, the Group
will consistently increase its R&D investment, introduce more scientific
research personnel, diversify and innovate its product pipelines through
independent R&D and multi-level diversified external cooperation
model, improve the R&D and clinical capability of new drugs, and
accelerate the R&D and transformation of innovative technology and
products. The key measures include:

(1) To enhance innovation and R&D capabilities and achieve
internal progress. On one hand, the Group will continuously
increase the investment in R&D with a significant increase in
the overall innovation investment of which the investment in
biopharmaceutical research and development exceeded 50%;
optimize and classify the R&D pipeline, establish the digital
project management system; centralise resources to promote the
key projects. On the other hand, we will strengthen R&D team,
and rapidly enhance the R&D capability through recruitment of
high-caliber personnel, merger and acquisition of R&D teams
with a special focus on chief scientists, professional leaders.
A talent development regime compatible with the Group’s
business development planning and innovative enterprises will be
developed.
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To stimulate the vitality of innovation and R&D and
improve the mechanism. We will improve our expert
team, deepen the integrated business development working
mechanism, gather multiple resources to establish various forms
of exchange and cooperation, improve the industrial influence,
strengthen the project reserve, and accelerate the introduction of
original products and cutting-edge technologies. Moreover, we
will systematically classify the technical graph of the biomedical
industry and determine the focus of development according to
the national requirements for “establishing the source of original
technology”. We will develop a market-oriented incentive
mechanism that will enhance the appraisal and incentive effect,
especially focusing on the development of innovation capabilities
and the commercialization of innovative efforts.

To conduct diversified external cooperation model and
introduce resources. Adhering to the model of “self-innovative
research + introduction”, the Group will consistently diversify
our internal innovative product pipeline and enhance external
cooperation by strengthening strategic cooperation with national/
regional innovation hubs, national leading R&D institutions and
outstanding innovative pharmaceutical companies, with the
aim of helping solve the country’s “bottleneck” problems, and
enhancing the innovative and R&D capabilities and product
acquisition capability through the cooperation in technology R&D,
commercialization, resource sharing and talent training.

To speed up the construction of differentiated
technological platforms and build a favorable platform.
We will classify the key technology spectrum, build the “proven-
differentiated-cutting edge” and other types of innovation
R&D platforms, strengthen the screening of antibody medicine,
innovative small-molecule anti-tumor drugs and construction of
core technology platforms for special preparations, improve the
overall R&D capability. Meanwhile, we will develop high-end
drug technologies, products with advanced synthesis technology
and special packaging, and establish differentiated technological
platforms such as oral sustained-release preparations, inhalants
and injection emulsion drugs.

China Resources Pharmaceutical Group Limited Annual Report 2022 59



B E RN
Management Discussion and Analysis

60

MRIREHHEE - BEMHERER

AEEBEGIEEERERKSE - HINE
HEERERRRIIZEZ— HEMRI
oI - EREXHIE  SHET
BERZ2E EWE - BIESEE UK
FEhREZAEABRMBARMPIER
= EEBEFIRENCRER BETT
XEEER  AREOHEETEXBEI@E
EHIBESRM  TE NTEFER
BABFLEE BATERX KRR
HEIF > BEEETADEEMA S HREE
WERNBHEMGNHBESLTERE
72 o

(1) TEiGHHE- RE - E9E - EHE - EE
MABIFEE  EYE  RE - BE
B A EBEASTRENERE
HBEHE BEAZLEZ HRE
BEAAE - BEISKAFEMRR
e EHESHENBEHTUARD
REAERERM TS - AREE -
BRENEAENAIFERE £
TREGERE ShERSMEE
e RE RIS AEEERLE
Y RFaREBa AR RIMNE
GF BB ORI R R 575 -

2 BEREFR HiREHANEE-
TR AFBREENMEEERMER
WIEE  BAEBUE2RBLHEE
BR MmReMmEE: EXMRE
NEBER BB HOESEE
g ERAEXBEABR: LTS
REEXESNREFEAMER W

REs -

2022 F 3R EHBEEEARAR

To accelerate investment and merger & acquisition;
integrate external superior resources

The Group will actively grasp the opportunities of the industrial
development, and continue to speed up the external mergers
and acquisitions as one of the key drivers for development. In the
pharmaceutical manufacturing business, the Group will aim to
consolidate premium resources in the industry, particularly focusing
on corporate goals in CHC, biopharmaceuticals and innovative drugs,
as well as exclusive product categories or competitive categories with
higher technological thresholds, such as specialty generic drugs. In
the pharmaceutical distribution and retail businesses, we will focus on
medical devices, retail and new retail businesses, and leverage digital
empowerment to improve management efficiency and explore model
innovation, with a special emphasis on merger and acquisition and
platform building in relation to leading enterprises with a top status in
the relevant sub-segments and key product lines.

(1) To actively supplement, strengthen, consolidate and
extend industrial chain. We will enhance our investment
and merger and acquisition in areas such as innovative drugs,
biopharmaceuticals, vaccines, medical devices and innovative
business models, consolidate our core advantages, and make
our presence in untapped fields. Meanwhile, we will actively
seek deployment opportunities of innovative drugs, and promote
cooperation in the antibody business, the technical platform
for oral protein administration, cell therapy and nucleic acid
drugs; further explore the opportunities for the deployment in
the vaccine and high-end medical devices; taking CR Boya Bio-
pharmaceutical as a platform, we will expand and strengthen the
blood products platform through self-establishment of plasma
stations and merger and acquisition of other targets in the
industry.

(2) To enrich investment measures and deploy high-quality
innovation. The Group will hold projects with strategic value
and performance contribution value, explore innovation arenas
by seizing high-quality resources through strategic equity
participation, and focus on new business areas with good
potential to incubate new industrial opportunities, which will
form synergy with existing business. The Group will also give full
play to the guiding role and industrial synergy advantage of the
industrial fund.
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Management Discussion and Analysis

To strengthen the post-investment management and
prevent investment risks. We will improve the post-investment
management system, set up a specialized department and
form the post-investment integration model. Post-investment
evaluation will be carried out to strengthen the supervision
on the operation of, provide support and empowerment to,
and incorporate culture into the investee companies, thereby
maximizing the value of project investment. Moreover, we
shall strengthen the post-investment management of joint-
stock enterprises, provide empowerment for promotion of
development, enhance the synergy with existing business, and
realize win-win development.

To focus on internal development and enhance operation
quality

The Group will benchmark against first tier enterprises for optimization
of corporate management system and enhancement of management
competence in response to policy changes, industrial upgrading and
market structural adjustments. We also actively address the impact
of policies such as normalized and institutionalized centralised
procurement, reinforce fundamental management, promote
transformation and upgrading, constantly reduce cost, improve quality
and efficiency, deeply explore the potential of internal development,
and enhance the healthy and sustainable development of the enterprise.

(M

To continue to optimize product mix and business
structure. We will strengthen the incubation of major brands
in the industry, stabilize cornerstone products, consolidate core
competitive strengths, explore the clinical value of products, and
enrich product mix according to consumers’ requirements. Efforts
will be made to strengthen the layout and ability in specialist
areas, and enhance our presence in high-potential areas such
as anti-tumor and psychiatric/neurological drugs, in order to
improve the market competitiveness of products. The Group will
also facilitate expansion into new businesses such as commercial
segments and medical devices to foster new business growth
points. We will actively transform the medical treatment business,
comprehensively promote the building of innovative service
system, expedite the digital transformation, and establish its
presence in “Internet+" business.
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(2) To constantly reduce cost, enhance efficiency and
improve quality. Intelligent manufacturing will be upgraded,
and technology innovation and process innovation will be
continuously pursued, in order to enhance production efficiency
and product quality, and reduce the operation cost. Meanwhile,
efforts will be made to advance operational excellence and
reinforce fundamental management, especially in relation to the
control over raw material procurement, marketing expenses,
per capita output and logistics efficiency, and establish a flexible
and stable industrial chain and supply chain. We build the green
production and operation system through several measures such
as green, low carbon and circular development, optimize the
capacity layout and close down outdated production facilities.

(3) To continue to improve management. By benchmarking
against the first-rate enterprises, and conducting comprehensive
analyses on the outstanding practices of first-rate international
enterprises, the Group will promote the establishment of
a complete, scientific, standardized and efficient corporate
management system, to improve management and achieve a
notable improvement in overall management competence.

To release business vitality by deepening state-owned
enterprise reform

The Group will continue to deepen the mixed ownership reform, in
order to provide momentum for the high-quality development of
the enterprise, and highlight the reform effects. We will deepen the
mixed ownership reform in an active and prudent manner, promote
the business layout optimization and business structure adjustment,
improve the modern corporate governance, fulfill the Board’s
authorities, optimize the authorization management system, conduct
classified management of the subordinate enterprises, and strengthen
the pertinent management with the aim of promoting the innovative
transition and development. The incentive mechanism will be optimized
and medium and long-term incentives will be expanded and enhanced
to arouse the enthusiasm, initiative and creativity of core employees, so
as to ensure the sustainable and healthy development of the enterprise.
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To empower business development with improving the
level of intellectualization and digitalization

Taking digitalization and intellectualization as one of the key strategic
measures, the Group will grasp the trend of digitalization and
intellectualization, and actively promote the digital transformation
and upgrade of core areas along the value chain. The Group will
promote the high-quality development through digitalization and
empower the transformation and innovation of the enterprise through
digitalized enhancement of operation efficiency and innovation in
business model. We continuously explore digitalized and intellectualized
solutions in the research and development area to enhance the
overall R&D efficiency and level. Efforts shall be made to constantly
enhance production efficiency, achieve intelligent manufacturing,
strengthen the optimization of supply chain process, and raise the
level of modernization in both industry and supply chains. We will
facilitate the establishment of a platform in new retail area, utilize the
value of information, explore the application of internet in medical
care and pharmaceuticals, in a view to improving its overall capability
in innovation and development. We will also strengthen the post-
investment management by digital means, enhance the digital level
in the compliance field, effectively enhance the management quality,
focus on the cultivation of intellectualized capability, stimulate the
high-quality development of the enterprise, and help build the core
competitiveness.

To strengthen business synergies and maximize overall
efficiency

The Group will promote the comprehensive advantage of integrated
industrial chain and powerful industrial base, and promote regional
synergetic development, coordinate internal and external resources
and maximize overall efficiency through various modes. We will also
develop a cross-regional, multi-dimensional and multi-model synergy
mechanism and accelerate the implementation of synergistic projects.
By comprehensively integrating the resource advantages of the Group,
CR Holdings and each profit center, we will form a business layout
that connects up and down streams and enjoys complementary
advantages, and forge a synergetic platform for the pharmaceutical
segment to deepen the synergistic effect in terms of government
affairs, market channels, customer resources and innovation resources,
and form the synergy for development. In response to CR Holdings’
regional strategic planning, we will acquire superior resources to
facilitate cooperation in advantageous businesses and establish
regional advantages, thereby rapidly expanding the regional market
and enhancing overall competitiveness. Efforts will also be made to
build an integrated business development (BD) ecosystem, forming a
large team synergy system for investment to promote project sharing,
project recommendation and classified management mechanism, also
enhancing the synergy between industrial funds and businesses for
accelerating the effective acquisition of external resources.
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LIQUIDITY AND FINANCIAL RESOURCES

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

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

As at 31 December 2022, the Group had bank balances and cash of
HK$17,042.7 million (2021: HK$17,513.1 million), which were primarily in
RMB and HKD.

As at 31 December 2022, the RMB-denominated, and HKD-denominated
bank borrowings accounted for approximately 99.1% (2021: 83.0%) and
0.9% (2021: 17.0%), respectively, of the Group’s total bank borrowings.
Among the Group’s total bank borrowings as at 31 December 2022, a
substantial portion of approximately 88.9% (2021: 91.9%) would be due
within one year.

The Group’s current ratio (being the ratio of total current assets to total
current liabilities) was 1.3:1 as at 31 December 2022 (2021: 1.2:1).

As at 31 December 2022, the Group’s gearing ratio (being the ratio of net
debt divided by total equity) was 49.6% (2021:51.5%).

In 2022, the Group’s net cash from operating activities amounted to
HK$12,631.0 million (2021: HK$12,842.5 million). The Group’s net cash
used in investing activities in 2022 and 2021 amounted to HK$945.6 million
and HK$9,190.8 million, respectively. In 2022, the Group’s net cash used in
financing activities amounted to HK$11,730.7 million (net cash from financing
activities in 2021 amounted to HK$3,005.4 million).
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PLEDGE OF ASSETS

As at 31 December 2022, the Group’s total bank borrowings amounted to
HK$45,613.4 million (31 December 2021: HK$50,668.0 million), of which
HK$1,380.7 million (31 December 2021: HK$110.2 million) were secured and
accounted for 3.0% (31 December 2021: 0.2%) of the total borrowings.

Certain of the Group’s trade and bills receivables with an aggregate net
book value of HK$36.9 million (31 December 2021: HK$0 million) have been
pledged as security.

CONTINGENT LIABILITIES

As at 31 December 2022, the Group had no material contingent liabilities (31
December 2021: nil).

FOREIGN EXCHANGE RISK MANAGEMENT

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

HUMAN RESOURCES

As at 31 December 2022, the Group employed around 67,000 staff (31
December 2021: 65,000 staff) in the PRC and Hong Kong. The Group
remunerates its employees based on their performance, experience and
prevailing market rate while performance bonuses are granted on a
discretionary basis. Other employee benefits include, for example, medical
insurance and training.
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The Board is pleased to present the corporate governance report of the
Company for the year ended 31 December 2022.

CORPORATE STRATEGY AND CULTURE

“Protecting Human Health and Improving Quality of Life” is our lofty mission.
In the future, the Company will seize the opportunities for developing
and transforming China‘s healthcare industry to propel the consolidation,
enhancement and renovation of the industrial chain with R&D innovation,
investment and M&As as the drivers and based on better resource allocation.
We will further promote business development and industrial upgrading, and
continuously enhance our core competitiveness for high-quality development.
All'in all, we are committed to becoming a leader in the pharmaceutical and
health industry that is trusted by the public and driven by innovation.

CORPORATE GOVERNANCE PRACTICES

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 C.2.1 of the CG Code, during the period from 1
January 2022 to 13 January 2022, both the chairman of the Board and the
chief executive officer of the Company were held by Mr. Han Yuewei. The
Board believed that with the support of the management, vesting the roles
of both the chairman and chief executive officer on the same person can
facilitate execution of the Group’s business strategies and boost effectiveness
of its operation. In addition, under the supervision by the Board, the interests
of the Shareholders will be adequately and fairly represented. In order
to devote more time and attention to approve and monitor the Group's
strategies and policies, Mr. Han Yuewei ceased to be the chief executive
officer of the Company and has been re-designated from an executive
Director to a non-executive Director and continued to serve as the chairman
of the Board on 14 January 2022, Mr. Bai Xiaosong has been appointed as
the chief executive officer of the Company on the same day. Since 14 January
2022, the Company had fully complied with the requirements under the code
provision C.2.1.

In respect of code provision C.3.3 of the CG Code, the Company did not have
formal letters of appointment for Directors. Since all Directors are subject to
re-election by the Shareholders at the annual general meeting and at least
about once every three years on a rotation basis in accordance with the
Articles of Association, there are sufficient measures to ensure the corporate
governance of the Company complies with the same level to that required
under the CG Code.
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THE BOARD

Responsibilities and Delegation by the Board

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

Directors may seek independent professional advice in performing their duties
at the Company’s expense and are encouraged to consult with the Company’s
senior management independently. The Board has adopted effective
mechanisms to ensure that independent views and input are available to the
Board and the Board will review the implementation and effectiveness of such
mechanisms on an annual basis.

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

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

Board Composition
During the year ended 31 December 2022 and up to the date of this report,
the Board comprises the following Directors:

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

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

Executive Director and Vice President
Mr. Tao Ran

Executive Director, Chief Financial Officer and Vice President

Mdm. Weng Jingwen
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Non-executive Directors

Mr. Lin Guolong

Mdm. Guo Wei (appointed on 13 February 2023)

Mr. Tan Ying (resigned on 25 August 2022)

Mr. Hou Bo

Mdm. Jiao Ruifang (appointed on 14 January 2022)
Mr. Qing Mei Ping Cuo (resigned on 14 January 2022)

Independent non-executive Directors
Mdm. Shing Mo Han Yvonne

Mr. Kwok Kin Fun

Mr. Fu Tingmei

Mr. Zhang Kejian

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

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

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

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

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

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

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

Pursuant to Code Provision C.1.4 of the CG Code, all Directors should
participate in continuous professional development to develop and refresh
their knowledge and skills to ensure that their contribution to the Board
remains informed and relevant.

Each newly appointed Director would receive an induction package covering
the statutory and regulatory obligations of a Director of a listed company. The
Company has also arranged in-house trainings for Directors in the form of
seminars and reading materials.

Participation of Directors in continuous professional development during the
year is as follows:

Nature of Continuous Professional
Development Programmes
EZE - HE
Wie - g8k
CE BN
BER/RWEHA

ERFEEEA
SERAATS
HEBHER
Reading regulatory
updates or
information
relevant to

the Company or

its business

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

and/or forum

IERIHNTEF Chairman and non-executive Director
BRETE (RROTESRERNTE Mr. Han Yuewei (former Executive Director and v v

RZB-_—F+_A=BEZHE Chief Executive Officer, appointed as Chairman

BEZCER WN-T--F—f of the Board on 3 December 2021, and ceased

THATBEARRREERITE to be the Chief Executive Officer of the Company,

WRATABFMTEFREBLT re-designated as non-executive Director and

ETexF) continue to serve as the Chairman of the Board

on 14 January 2022)
HITEERBEREHNTE Executive Director and Chief Executive Officer
AEREE(R-ZZE--_F—A+MB%Z{) Mr. BaiXiaosong (appointed on 14 January 2022) / /
HITEEREEH Executive Director and Vice President
BALE Mr. Tao Ran v v
HITEE  BEABEREER Executive Director, Chief Financial Officer and Vice President
SERLL Mdm. Weng Jingwen v /
HHITEE Non-executive Directors
MEIRE % & Mr. Lin Guolong v /
PHL+(M-T-_=ZF_A+=BEZT) Mdm. Guo Wei(appointed on 13 February 2023) TEFA NA ERA NA
HEEE(MZTZZFNAZ+TRBFEE)  Mr.Tan Ying (resigned on 25 August 2022) v v/
FEEE Mr. Hou Bo v v
Ehrat(RZTZZF—A+LHAEZF) Mdm. Jiao Ruifang (appointed on 14 January 2022) / v/
EEFEEL V-2 -F—F+MBEEE) Mr. Qing Mei Ping Cuo (resigned on 14 January 2022) TR NA T NA
BUHNITEE Independent non-executive Directors
BERZL Mdm. Shing Mo Han Yvonne v v
PREEE Mr. Kwok Kin Fun v v
BExRE Mr. Fu Tingmei v/ /
RRBLE Mr. Zhang Kejian v v
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Chairman and Chief Executive Officer

In respect of code provision C.2.1 of the CG Code, during the period from 1
January 2022 to 13 January 2022, both the chairman of the Board and the
chief executive officer of the Company were held by Mr. Han Yuewei. The
Board believed that with the support of the management, vesting the roles
of both the chairman and chief executive officer on the same person can
facilitate execution of the Group’s business strategies and boost effectiveness
of its operation. In addition, under the supervision by the Board, the interests
of the Shareholders will be adequately and fairly represented. In order
to devote more time and attention to approve and monitor the Group’s
strategies and policies, Mr. Han Yuewei ceased to be the chief executive
officer of the Company and has been redesignated from an executive Director
to a non-executive Director and continued to serve as the chairman of the
Board on 14 January 2022, Mr. Bai Xiaosong has been appointed as the
chief executive officer of the Company on the same day. Since 14 January
2022, the Company had fully complied with the requirements under the code
provision C.2.1.

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

Details of the Directors’ service contract are set out on page 107 of this
annual report.

Board Meetings

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

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

Minutes of the Board meetings and Board Committee meetings are recorded
in sufficient detail about the matters considered by the Board and the Board
Committees and the decisions made, including any concerns raised by the
Directors. Draft minutes of each Board meeting and Board Committee
meeting are sent to the Directors for comments within a reasonable time
after the date on which the meeting is held. Minutes of the Board and Board
Committee meeting are kept by the duly appointed secretary of the meeting
and are open for inspection by Directors.
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MTZE-—F EFFERITT+—REEEE During 2022, eleven Board meetings (six of which were held by way of
FZ(ERRNANEEETEBEERZEREHNE  drculation and passing of written resolutions) were held and the attendance
7)) ARESHFESSSENBREN TR of each Director at the meeting is set out in the table below:

BT ERRBR
BERY KB

Meetings Written
Board members Attended/Held Resolutions

FERINTEF

BREXE(RANTEFR
BREHTE RNZZE=—F
+-R=-HEZRAAEES
IFE O R-BE-—F—#
TOATBETARRERE
WITE  WAEARFERT
EERBELIEESTR)

HITEFRERHNTE

AEREE(RZTZZF
— Bt HBESE)

HITEF  BEREAFELR
G
FEXXL

HITEERAMEH
FASLE

IHITEE

MBI gERE

Bt (R-_T-=%F
—A+t=REZHF)
HEEE(RZEZZF
NAZ+HBEHET)

B ELE

FETHEAE
(R=ZE-—F—F+WHEIT)
EnFRt(R=ZE=-=F
—A+MBEEZRT)

BUINTEF
BERZLT
FRBELE
BERLE
RrRBEE

Chairman and non-executive Director
Mr. Han Yuewei (former Executive 5/11 6/11 11/11
Director and Chief Executive Officer,
appointed as Chairman of the Board
on 3 December 2021, and ceased
to be the Chief Executive Officer of
the Company, re-designated as non-
executive Director and continue to
serve as the Chairman of the Board
on 14 January 2022)

Executive Director and Chief Executive
Officer

Mr. Bai Xiaosong (appointed on 4/10 6/10 10/10
14 January 2022)

Executive Director, Chief Financial
Officer and Vice President
Mdm. Weng Jingwen 5/11 6/11 1M1

Executive Director and Vice President
Mr. Tao Ran 411 6/11 10/11

Non-executive Directors

Mr. Lin Guolong 5/11 6/11 11/M

Mdm. Guo Wei (appointed on TE R N/A TEA N/A TEF N/A
13 February 2023)

Mr. Tan Ying (resigned on 5/11 6/11 1M1
25 August 2022)

Mr. Hou Bo 5/11 6/11 1M1/1

Mr. Qing Mei Ping Cuo 11 TE A N/A 11
(resigned on 14 January 2022)

Mdm. Jiao Ruifang (appointed on 4/10 6/10 10/10
14 January 2022)

Independent non-executive Directors

Mdm. Shing Mo Han Yvonne 5/11 6/11 11/M

Mr. Kwok Kin Fun 5/11 6/11 1M1

Mr. Fu Tingmei 5/11 6/11 1/11

Mr. Zhang Kejian 5/11 6/11 1M/
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Model Code for Securities Transactions

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

BOARD COMMITTEES

Executive Committee

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

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

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

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

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

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

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

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

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

8.  to review and approve on behalf of the Board the financing matters
within the financing plan resolved and passed by the board of directors
of the subsidiaries of the Company (including bank loans and trusts
etc.) and their corresponding guarantee matters;
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to exercise the following power in accordance with the needs of the
Company and its subsidiaries:

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

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

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

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

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

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

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

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

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

The written terms of reference of the Executive Committee are available on
the websites of the Stock Exchange and the Company.
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During 2022, sixteen meetings were held by the Executive Committee which
primarily covered banking and financing matters of the Group.
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Meetings

HITZEESHE Executive Committee members Attended/Held

BRELE (HTZESTE) Mr. Han Yuewei (Chairman of Executive Committee) TE A N/A

(RZTEZZF—A+MHAET) (resigned on 14 January 2022)

AL (RTZEE2FE) Mr. Bai Xiaosong (Chairman of Executive Committee) 16/16
(RZEZ=F—ATNBEEZE) (appointed on 14 January 2022)

PR KA Mr. Tao Ran 16/16

FEZLL Mdm. Weng Jingwen 16/16

=t EEE Audit Committee

ELZEBeR A NEKREANK BENEBIIE
HITEF DHARERLL (EF) B
5‘&%‘fﬁﬁ%f‘ﬁi&%ﬁﬁﬂf‘ﬁiﬁfﬁ%%ﬁﬁ
EE pRlAMERELE  ERFZE (K=
ToF-ATNBERT) REETFHE GEE(EC
ZEF—-ATHHEBE)

B ZEENTIEREBRBTIRY

1. RERNBRERNKEEREAMABTIE
MEBERBARFOBRIE

2. FROMSAZBUEMER RO IRE AT ARTS
I F LABRAT

EBER -

3. RE LIEFAAEEBINEZHEN T BT
AAEEREBEREREREE REAR
B RRZ R — KGR TIEWRHHR

4. EBEEAKENFHHRE  FERENMEKE -
FEERRERFERSE (FHRTB) NTE
M WEMARR LR BREMHAEYBHFR
MERER:

5. REAKEWMBEE-
THI R R

b i 22 Ko A AP

6. MRASBANEELAEBRNBERHNE
TREBIE WHBE MM - A RRT RE
HERBC

74 2022 FH ERBHEEEERAF

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

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

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

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

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

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

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

6. to ensure that the internal audit function is adequately resourced
and has appropriate standing within the Group, and reviewing and
monitoring its effectiveness.
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The written terms of reference of the Audit Committee are available on the
websites of the Stock Exchange and the Company.

During 2022, three meetings were held by the Audit Committee to discuss
and consider the following matters:

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

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

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

HE/BITEBRH

Meetings

Audit Committee members Attended/Held
Mdm. Shing Mo Han Yvonne 3/3

(Chairman of the Audit Committee)

Mr. Lin Guolong 3/3
Mdm. Jiao Ruifang (appointed on 14 January 2022) 3/3
Mr. Kwok Kin Fun 3/3
Mr. Fu Tingmei 3/3
Mr. Zhang Kejian 3/3
Mr. Qing Mei Ping Cuo (resigned on 14 January 2022) TEA N/A

REZES
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Nomination Committee

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

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

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

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

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

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

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

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

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

During 2022, two meetings were held by the Nomination Committee mainly
to review the Board Diversity Policy, which included the assessment of its
effectiveness, and to review the structure, size and composition of the
Board, to consider and make recommendation on the appointment of new
Directors and to review the time required from non-executive Directors and
independent non-executive Directors etc..

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

HE " BITERRE

Meetings

REZEGHE Nomination Committee members Attended/Held
HIBELAE Mr. Han Yuewei 2/2

(lEEZZESEE) (Chairman of the Nomination Committee)
BREMNZT Mdm. Shing Mo Han Yvonne 2/2
HEE L Mr. Kwok Kin Fun 22
BEELE Mr. Fu Tingmei 22
sR5e B A Mr. Zhang Kejian 2/2
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Summary of the Director Nomination Policy

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

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

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

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

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

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

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

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

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

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

In respect of the Reporting Period, the Nomination Committee has assessed
the diversity measures achieved by the Company. There is a balanced mix
of professional experience, knowledge and skills, as well as cultural and
education background and length of service at both the Board and senior
management level. As of the date of this annual report, there are currently
four female Directors on the Board and two additional female senior
management members, showing the Company’s commitment to achieve
gender diversity. As of 31 December 2022, the number of female employees
had accounted for approximately 50% in the total number of the Group’s
employees.

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

Remuneration and Appraisal Committee

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

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

1. making recommendations to the Board on the Company’s policy and
structure for all Directors’ and Senior Management remuneration
and on the establishment of a formal and transparent procedure for
developing remuneration policy;

2. being responsible for either (i) determining, with delegated
responsibility, the remuneration packages of individual executive
Directors and Senior Management; or (ii) making recommendations
to the Board on the remuneration packages of individual executive
Directors and Senior Management (this should include benefits in
kind, pension rights and compensation payments, including any
compensation payable for loss or termination of their office or
appointment);

3. making recommendations to the Board on the remuneration of non-
executive Directors;

4. considering salaries paid by comparable companies, time commitment
and responsibilities and employment conditions elsewhere in the Group;

5. reviewing and approving the Senior Management’s remuneration
proposals with reference to the Board's corporate goals and objectives;

6. reviewing and approving compensation payable to executive Directors
and Senior Management for any loss or termination of office or
appointment to ensure that it is consistent with contractual terms and
is otherwise fair and not excessive;

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

8. to ensure that no Director or any of his/her associates (as defined in the
Listing Rules) is involved in deciding his/her own remuneration;
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9. advising the Shareholders on how to vote with respect to any service
contracts of the Directors that require Shareholders’ approval under the
Listing Rules;

10. reviewing the Group’s policy on expense reimbursements for the
Directors and Senior Management;

11.  reviewing and/or approving matters relating to share schemes of the
Company and/or its principal subsidiaries as required under Chapter 17
of the Listing Rules;

12.  studying, formulating and making recommendations to the Board
on material policies and proposals of the Company for remuneration
allocation in accordance with relevant requirements and procedures,
including the mechanism for managing the allocation of total
remuneration, correlation mechanism between remuneration and work
efficacy, systems for dynamically monitoring total remuneration of
employees, the Company’s budget for total remuneration, adjustments
to the budgeting and settlement plans;

13. organizing the formulation of the Senior Management's performance
and remuneration management policies, establishing mechanism for
differentiated assessments, to robust remuneration incentives and
incentive limits, etc, and making recommendation to the Board on the
above matters;

14.  reviewing and making recommendations to the Board on annual and
term-wide operating performance pledges of the Senior Management;
and

15. organizing and launching operating performance appraisals on the
Senior Management in accordance with relevant requirements and
procedures, making recommendations to the Board on the appraisal
results, and reviewing and making recommendations to the Board
on the Senior Management’s remuneration allocation proposals with
reference to the corporate goals and objectives.

The written terms of reference of the Remuneration and Appraisal Committee
are available on the websites of the Stock Exchange and the Company.
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During 2022, three meetings (one of which was held by way of circulation
and passing of written resolutions) were held by the Remuneration and
Appraisal Committee mainly to make recommendation to the Board for the
remuneration of the Directors and to review the remuneration policy etc..

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

HEBITEBRH

Meetings

Remuneration and Appraisal Committee members Attended/Held
Mr. Kwok Kin Fun 3/3

(Chairman of the Remuneration Committee)

Mr. Lin Guolong 3/3
Mdm. Shing Mo Han Yvonne 3/3
Mr. Fu Tingmei 3/3
Mr. Zhang Kejian 3/3
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Corporate Governance Committee

The Corporate Governance Committee comprises six members, including two
executive Directors namely Mr. Bai Xiaosong (appointed on 14 January 2022),
Mdm. Weng Jingwen and Mr. Han Yuewei (resigned on 14 January 2022) and
four independent non-executive Directors namely Mr. Fu Tingmei (chairman),
Mdm. Shing Mo Han Yvonne, Mr. Kwok Kin Fun and Mr. Zhang Kejian.

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

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

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

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

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

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

The written terms of reference of the Corporate Governance Committee are
available on the websites of the Stock Exchange and the Company.
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During 2022, one meeting was held by the Corporate Governance Committee
mainly to review the Company’s compliance with the CG Code.

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

=X E
Meetings
Attended/Held

HEBITE

Corporate Governance Committee members

Mr. Fu Tingmei 1Al
(Chairman of the Corporate Governance Committee)

Mr. Bai Xiaosong (appointed on 14 January 2022)

Mr. Han Yuewei (resigned on 14 January 2022)

Mdm. Weng Jingwen

Mdm. Shing Mo Han Yvonne

Mr. Kwok Kin Fun

Mr. Zhang Kejian
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ATTENDANCE AT ANNUAL GENERAL MEETING

During the year, the Company held one general meeting, namely the AGM
held on 27 May 2022. Details of matters resolved and the poll results were
published on the Stock Exchange’s website and the Company’s website after
the general meeting on that day.

The chairman of the Audit Committee, Remuneration and Appraisal
Committee and Corporate Governance Committee attended the AGM to
ensure effective communication with the Shareholders. Separate resolution
was proposed at the AGM on each substantially separate issue, including
re-election of each retiring director, and was put to vote at the meeting by
way of poll. Detailed procedures for conducting a poll were explained at the
meeting.
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Annual General
Meeting held on
27 May 2022

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

Executive Director and Chief Executive Officer
Mr. Bai Xiaosong (appointed on 14 January 2022) 4

Executive Director and Vice President
Mr. Tao Ran -

Executive Director, Chief Financial Officer
and Vice President

Mdm. Weng Jingwen 4

Non-executive Directors

Mr. Lin Guolong 4
Mdm. Guo Wei (appointed on 13 February 2023) EANA
Mr. Tan Ying (resigned on 25 August 2022) -
Mr. Hou Bo 4
Mdm. Jiao Ruifang (appointed on 14 January 2022) 4
Mr. Qing Mei Ping Cuo (resigned on 14 January 2022) EANA

Independent non-executive Directors
Mdm. Shing Mo Han Yvonne

Mr. Kwok Kin Fun

Mr. Fu Tingmei

Mr. Zhang Kejian

AN NI NN
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Remuneration of Senior Management

Details of the remuneration by band of the senior management of the
Company, whose biographies are set out on pages 99 to 101 of this annual
report, for the year ended 31 December 2022 are set out below:

A

Number of

Remuneration band individuals

Nil-HK$1,000,000

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

The Directors acknowledge their responsibilities for preparing the financial
statements for the year ended 31 December 2022 which give a true and fair
view of the affairs of the Company and the Group and of the Group’s results
and cash flows.

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

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

The statement by the Auditor regarding their reporting responsibilities on
the consolidated financial statements of the Company is set out in the
Independent Auditor’s Report on pages 125 to 308 of this annual report.
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INTERNAL CONTROL AND RISK MANAGEMENT

The Board acknowledges that it is the responsibility of the Board for
maintaining an adequate risk management and internal control systems (which
cover, among others, significant risks concerning the Group's operations and
material environmental, social and governance risks) to safeguard shareholder
investments and Company assets and reviewing the effectiveness of such
systems on an annual basis. The risk management and internal control
systems can provide reasonable and not absolute assurance against material
misstatement or loss and are designed to manage rather than eliminate the
risk of failure in the process of attaining business objectives.

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

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

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

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

The remuneration for the audit and non-audit services provided by the Auditor
to the Group during the year ended 31 December 2022 was approximately as
follows:

k|
Amount
(BEBTFT)
(HK$'000)

PR 7% ¥E 5l Type of services
% R 75 Audit services 23,602
AL BRI Non-audit services 409
#Et Total 24,011
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COMPANY SECRETARY

The Company Secretary, Mr. Lo Chi Lik Peter, is a practicing solicitor in Hong
Kong. Mr. Lo, aged 73, was appointed as the Company Secretary on 20
May 2016. He qualified as a solicitor in Hong Kong in 1976 and has been in
continuous practice since qualification. During the period from 1 January 2021
to 31 March 2022, Mr. Lo was a partner of Messrs. Woo, Kwan, Lee & Lo.
With effect from 1 April 2022, he ceased to be a partner but remained with
the firm as a consultant. Although Mr. Lo is not a full time employee of the
Company, he reports to the Board and in his capacity as Company Secretary
advises the Board on governance matters. The primary contact person of the
Company with Mr. Lo is Mdm. Weng Jingwen, the executive Director, chief
financial officer and vice president of the Company. Mr. Lo confirmed that he
had fulfilled the 15 hours of professional training in 2022.

ANTI-CORRUPTION SYSTEM AND WHISTLE-
BLOWING POLICY

In all commercial intercourse, the Group abides by business ethics and market
rules, and the Corporate Governance Committee is responsible for business
ethics supervision, and strictly prevent corruption, embezzlement, bribery,
fraud, money laundering and other incidents. The Group has also adopted the
“Whistleblowing Policy”, encouraging its employees, directors and officers as
well as other parties with whom the Group has dealings (including customers,
contractors, suppliers, creditors and debtors, etc.) to report any misconduct
concerning the Group to the disciplinary department of the Company by
email, post or face-to-face meeting, and the disciplinary department shall
report any such reports to the chairman of the Audit Committee. (For more
details, please refer to the Sustainability Report of the Company).
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COMMUNICATION WITH SHAREHOLDERS AND
INVESTOR RELATIONS

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

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

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

The Board has conducted a review of the implementation of the Shareholders’
communication policy during the year and considered that it remained
effective in enhancing open communication between the Company and its
Shareholders.

SHAREHOLDERS' RIGHTS

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

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

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

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

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

DIVIDEND POLICY

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

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

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

Enquiries to the Board

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

China Resources Pharmaceutical Group Limited

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

26 Harbour Road, Wanchai, Hong Kong

Email: crpharm-ir@crpharm.com

Tel No.: 852-2593 8991

Shareholders should direct their questions about their shareholding to the
Company’s Share Registrar, Tricor Investor Services Limited, at 17/F, Far East
Finance Centre, 16 Harcourt Road, Hong Kong or fax number: 2861 1465.

CHANGE IN CONSTITUTIONAL DOCUMENTS

During 2022, the Company has adopted its new and restated Articles of
Association in substitution for and to the exclusion of the existing articles of
association of the Company with effect from the AGM and are available on
the websites of the Stock Exchange and the Company.
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DIRECTORS

Mr. Han Yuewei

Chairman and non-executive Director

Mr. Han Yuewei, aged 55, currently serves as a Vice General Manager of
CR Holdings. Mr. Han was appointed as an executive Director and chief
executive officer, chairman of the Executive Committee, member of the
Corporate Governance committee and authorized representative of the
Company in October 2019 and was appointed as the chairman of the board
and the chairman of the nomination committee of the Company in December
2021. Mr. Han ceased to be the chief executive officer, the chairman of the
executive committee, a member of the corporate governance committee and
an authorized representative of the Company and was re-designated as a non-
executive director and continued to serve as the chairman of the board and
the chairman of the nomination committee in January 2022. Mr. Han served
as a director of CR Sanjiu from December 2019 to February 2022, a director
of CR Double-Crane from December 2019 to February 2022, the chairman
and a director of Dong-E-E-Jiao from December 2019 to January 2022 and an
executive director of CR Medical from October 2017 to October 2019, during
which he served as the chief executive officer of CR Medical and the general
manager of China Resources Healthcare Group Limited, the controlling
shareholder of CR Medical. Mr. Han worked for China Resources Land Limited
("CR Land") (the shares of which are listed on the Stock Exchange , stock
code: 1109) from October 2010 to October 2017, during which he served
as deputy general manager of Shenyang Region, deputy general manager
of Shenzhen Region, director of engineering and vice president of CR Land.
Prior to joining CR Land. Han worked as the deputy director and director of
the Bureau of Public Works of Shenzhen Municipality (R YI T2 £ T E)
from April 2002 to October 2010. Mr. Han obtained a master’s degree in
Construction Economics and Management from Tsinghua University (/& %
A £) and a bachelor’s degree in Construction Management from Tsinghua
University in July 1993 and July 1991 respectively.
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Mr. Bai Xiaosong

Executive Director and Chief Executive Officer

Mr. Bai Xiaosong, aged 51, was appointed as an executive Director and chief
executive officer, the chairman of the Executive Committee, a member of the
Corporate Governance Committee and an authorized representative of the
Company in January 2022. Mr. Bai currently serves as a director of CR Sanjiu
and CR Double-Crane, the chairman and a director of Dong-E-E-Jiao. Mr. Bai
served as a vice president of CR Sanjiu from June 2021 to December 2021. He
served as an assistant general manager of China Resources Snow Breweries
(China) Co., Ltd. (EEHEZ LB (FE)B R A F]) (“CR Snow Breweries”)
from March 2016 to October 2018 and served as a deputy general manager
of CR Snow Breweries from October 2018 to June 2021. He also served as an
associate president of CR Double-Crane, a human resources and development
controller and a deputy general manager of China Resources Shenyang Sanyo
Compressor Co., Ltd. (ESEEE =¥ B AE# AR A 7)), a senior analyst and a
sales director of CR Holdings. Mr. Bai holds a bachelor’s degree in Engineering
(Petroleum Processing) from Fushun Petroleum Institute, Department of
Petrochemical Engineering and a master’s degree of Economics in Finance
from Peking University, School of Economics.

Mr. Tao Ran

Executive Director and Vice President

Mr. Tao Ran, aged 57, was appointed as the vice president of the Company
in June 2021 and appointed as an executive Director and a member of the
Executive Committee in September 2021. He is concurrently the chairman
and director of CR Boya Bio-pharmaceutical, a director of CR Jiangzhong, a
director of CR Zizhu, a director of CR Pharmaceutical Commercial, a chairman
of the supervisory board of CR Sanjiu, a chairman of the supervisory board
of Dong-E-E-Jiao. Mr. Tao was appointed as a non-executive director of
Immunotech in August 2021. Mr. Tao has been a Manager of Division 2,
Department of China Nanyang Import and Export Corporation (A Bl 73 )% #
H 2~ ")) of China Resources National Corporation (currently known as China
Resources Company Limited), a senior manager of Investment Division and a
deputy general manager of China Resources Textiles (Holdings) Co., Ltd. and
a senior director of Strategic Development Division and the general manager
of Strategic Development Division of CR Pharmaceutical. Mr. Tao holds a
bachelor’s degree in Engineering awarded by Shanghai Jiao Tong University,
and a master’s degree in Economics awarded by Beihang University.
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Mdm. Weng Jingwen

Executive Director, Chief Financial Officer and Vice President

Mdm. Weng Jingwen, aged 47, was appointed as an executive Director,
chief financial officer, vice president, a member of the Executive Committee
and a member of the Corporate Governance Committee of the Company in
July 2019, has many years of experience in financial management, auditing,
strategic development and business analysis. Mdm. Weng also serves as a
director of Dong-E-E-Jiao and CR Jiangzhong and a supervisor of CR Sanjiu
etc, served as a director of CR Double-Crane from December 2015 to
September 2022. Mdm. Weng served as a general manager of internal audit
department and strategic controller of CR Gas, deputy strategic development
controller of CR Holdings (with a focus in pharmaceutical and healthcare
areas). Mdm. Weng was previously engaged in financial management
and auditing job in the International Business Machines Corporation and
PricewaterhouseCoopers before joining China Resources Group. Mdm. Weng
obtained a bachelor's degree in economics from Zhejiang University, and an
MBA degree from the Hong Kong University of Science and Technology.

Mr. Lin Guolong

Non-executive Director

Mr. Lin Guolong, aged 56, was appointed as a non-executive Director, a
member of the Audit committee and a member of the Remuneration and
Appraisal Committee of the Company in September 2021, has been a
designated external director of the business unit of CR Holdings since August
2021 and has been an external director of China Resources Capital Holdings
Company Limited since November 2021. Mr. Lin had been a deputy general
manager of the finance department of CR Holdings from August 2004 to
August 2011 and from July 2018 to August 2021. From August 2011 to July
2018, he was a vice president and chief financial officer of CR Sanjiu. Mr. Lin
holds a bachelor’s degree in Economics from the Accounting Department of
Xiamen University and a Master of Business Administration degree from the
University of South Australia.
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Mdm. Guo Wei

Non-executive Director

Mdm. Guo Wei, aged 47, was appointed as a non-executive Director in
February 2023. Mdm. Guo currently serves as a designated external director
of the business unit of CR Holdings, was a non-executive Director from May
2019 to September 2021, and was an assistant general manager and a deputy
general manager of the Finance Department of CR Holdings from August
2013 to April 2022. Mdm. Guo was a director of CR Double-Crane from
December 2015 to September 2021 and a director of CR Sanjiu from April
2018 to September 2021. Mdm. Guo holds a bachelor’s degree in economics
from University of International Business and Economics and a master’s degree
in law from Peking University.

Mr. Hou Bo

Non-executive Director

Mr. Hou Bo, aged 59, was appointed as a non-executive Director in March
2021 and joined the BSCOMC in 2019 and is currently an external task
director of the BSCOMC. Mr. Hou has many years of experience in financial
management. He served as the director of the insurance and non-banking
services department of the Beijing Municipal Bureau of Financial Work (1t &
MR TIER), the director of the financial market department of the Beijing
Municipal Bureau of Financial Work (1t R £ & TED), the deputy general
manager (deputy bureau level) of the former Beijing Equity Exchange Center
Co., Ltd. (b AR #E R 5 F 0> B R A 7)), and deputy general manager of
Zhongguancun Equity Exchange Service Group Co., Ltd. (FRBAFT A% #E X 5 AR
%% BB MR Q7). Mr. Hou graduated from the Department of Mechanical
Engineering of Tsinghua University in 1986 with a bachelor of Engineering
degree in Forging and Pressing. He graduated from the Department of
Business and Economics of Capital University of Economics and Business with
a master degree in Foreign Trade Operations and Management in 1997 and
obtained a doctor of Engineering degree in Resources Industry Economics
from the school of Earth Sciences and Resources of the China University
of Geosciences, Beijing in 2009. He is also a senior international business
engineer.
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Mdm. Jiao Ruifang

Non-executive Director

Mdm. Jiao Ruifang, aged 45, was appointed as a non-executive Director and
a member of the audit committee of the Company in January 2022. Mdm.
Jiao joined the BSCOMC in 2014 and is currently the general manager of
the capital operation department of the BSCOMC and a non-independent
director of Beijing Urban-Rural Commercial (Group) Co., Ltd. (1t = ¥ 45 7
¥ (£ E) KD AR QA (the shares of which are listed on the Shanghai
Stock Exchange, stock code: 600861). Mdm. Jiao was appointed as a director
of Hainan Jingliang Holdings Co., Ltd. (& @ R &I IR D B R 2 7) (the
shares of which are listed on Shenzhen Stock Exchange, stock code: 000505
and 200505) from March 2022 to September 2022 and Beigi Foton Motor
Co., ltd. (AL /R H S B I B IR A 7)) (the shares of which are listed on
the Shanghai Stock Exchange, stock code: 600166) from January 2022 to
November 2022. Mdm. Jiao served as the board secretary of Beiren Printing
Machinery Holdings Limited (3t A EJ ffl] # 4% }% 15 & PR 2 &)), the board
secretary of Beijing Jingcheng Machinery Machinery Electric Company Limited
(b R E A% {2 B BR 2 &) and the deputy general manager of Beijing
Tianhai Industrial Co., Ltd. (3t R KB I B R A 7). Mdm. Jiao holds
an MBA in Finance from The Chinese University of Hong Kong-Tsinghua
University.
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Mdm. Shing Mo Han Yvonne

Independent non-executive Director

Mdm. Shing Mo Han Yvonne, BBS, JP , aged 67, was appointed as an
independent non-executive Director and chairman of audit committee, a
member of remuneration and appraisal committee, a member of Nomination
Committee and a member of Corporate Governance Committee in August
2017. Mdm. Shing was appointed as a Justice of Peace of the HKSAR in
2013 and awarded Bronze Bauhinia Star in 2017. Mdm. Shing is currently
the chairman of Yinn Advisory Services Limited and an independent non-
executive director of CSSC (Hong Kong) Shipping Company Limited (listed
on the Stock Exchange, stock code: 3877), AEON Credit Service (Asia)
Company Limited (listed on the Stock Exchange, stock code: 900), Sirnaomics
Ltd. (listed on the Stock Exchange, stock code: 2257) and an independent
director of China Merchants Energy Shipping Co., Ltd. (listed on Shanghai
Stock Exchange, stock code: 601872). Mdm. Shing was a partner of Deloitte
China for over 26 years until May 2016. She was also a member of the 10th,
11th and 12th Jiangsu Provincial Committee of the CPPCC. Mdm. Shing
is a founding member and former president of the Association of Women
Accountants (Hong Kong) and the former chairman of Hong Kong Institute
of Certified Public Accountants Taxation Committee. Her professional
qualifications include fellow member of the Hong Kong Institute of Certified
Public Accountants, Association of Chartered Certified Accountants and the
Chartered Governance Institute. Mdm. Shing’s current public appointments
include court member of the Hong Kong Polytechnic University, and advisor
and member of the Finance Committee of Our Hong Kong Foundation. In
2006, Mdm. Shing received the National Hundred Outstanding Women
Entrepreneurs Award in Great Hall of the People in Beijing. She also received
the Outstanding Alumni Award of Hong Kong Polytechnic University in
2007. Mdm. Shing has been consecutively named from 2001 to 2015 in
International Tax Review as one of the World's Leading Tax Advisors in Hong
Kong and Mainland. Mdm. Shing graduated from the Hong Kong Polytechnic
(currently known as the Hong Kong Polytechnic University) and obtained a
Higher Diploma in Accountancy and was awarded in 2016/2017 Honorary
University Fellow of the Hong Kong Polytechnic University.
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Mr. Kwok Kin Fun

Independent non-executive Director

Mr. Kwok Kin Fun, BBS, JP, aged 73, was appointed as an independent non-
executive Director and chairman of Remuneration and Appraisal Committee,
a member of Audit Committee, a member of Nomination Committee and a
member of Corporate Governance Committee in June 2016. Mr. Kwok also
serves as an executive committee member of Rehabilitation International and
global vice chairman of Social Commission of Rehabilitation International,
board member of Rehabilitation International Foundation, vice chairman of
Asia and Pacific Disability Forum, a vice chairman of The Hong Kong Joint
Council for Persons with Disabilities, a vice chairman of The Hong Kong
Society for Rehabilitation, a council member of Fu Hong Society, a member
of Hospital Authority Central Institutional Review Board (1 April 2021 to 31
March 2024), a member of Voting Members Committee of Riding For the
Disabled Association, the chairman of Accessible IT Development Association
Limited, a professional committee consultant to the Disabled Research
and Professional Committee of the China Association of Rehabilitation of
Disabled Persons (March 2019-March 2023), a professional consultant to the
Professional Committee of Shenzhen Smart Assistive Tech Association, and
an off-campus co-operative instructor to PHD students in the field of athletic
rehabilitation in the Sports Institute of Soochow University (2019-2022).
Mr. Kwok has over 30 years of experience in disability research and medical
research ethics. He successively served as a senior lecturer, a principal lecturer,
and an associate professor of the City University of Hong Kong from 1985 to
2009, and after retirement served as full-time and part-time senior research
fellow. Mr. Kwok was appointed as a Justice of the Peace by the government
of Hong Kong in 1997 and received the Bronze Bauhinia Star awarded by
the government of Hong Kong SAR in 2005, “Kazuo Itoga” Memorial Prize
awarded by the government of Shiga Prefecture, Japan in 2006, and the
Promoter title of “Asian and Pacific Decade of Persons with Disabilities, 2013—
2022" awarded by United Nations Economic and Social Commission for Asia
and the Pacific (UNESCAP) in 2012. Mr. Kwok holds a bachelor’s degree in
social science from the University of Hong Kong, a master’s degree in social
work from the Chinese University of Hong Kong, and a Ph.D. degree in
philosophy from the University of Nottingham, the United Kingdom.
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Mr. Fu Tingmei

Independent non-executive Director

Mr. Fu Tingmei, aged 56, was appointed as an independent non-executive
Director and Chairman of Corporate Governance Committee, a member of
Remuneration and Appraisal Committee, a member of Nomination Committee
and a member of Audit Committee in June 2016. Mr. Fu has over 20 years
of experience in investment, finance, law and business management. Mr. Fu
currently serves as an independent non-executive director of China Resources
Medical Holdings Company Limited (stock code: 1515), Guotai Junan
International Holdings Limited, a company listed on the Stock Exchange (stock
code: 1788) and COFCO Joycome Foods Limited (formerly known as “COFCO
Meat Holdings Limited”), a company listed on the Stock Exchange (stock
code: 1610). Mr. Fu was an independent non-executive director of Beijing
Enterprises Holdings Limited, a company listed on the Stock Exchange (stock
code: 0392) from July 2008 to June 2017, an independent non-executive
director of CPMC Holdings Limited, a company listed on the Stock Exchange
(stock code: 0906) from June 2008 to July 2019 and an independent non-
executive director of Postal Savings Bank of China Co., Ltd., a company listed
on the Stock Exchange (stock code: 1658) from May 2016 to March 2023.
Mr. Fu holds a master’s degree in law and a Ph.D. degree in law from London
University, the United Kingdom.
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Mr. Zhang Kejian
Independent non-executive Director
Mr. Zhang Kejian, aged 67, was appointed as an independent non-executive
Director and a member of Audit Committee, a member of Remuneration and
Appraisal Committee, a member of Nomination Committee and a member
of Corporate Governance Committee in June 2016. Mr. Zhang also serves as
an independent director of Zhejiang Hisoar Pharmaceutical Co., Ltd. (1T
M EEER 5 B A A]) (a company listed on Shenzhen Stock Exchange,
stock code: 002099), a non-independent director of 1875 B8 BRI B AL 15 B R
/A A Boji Medical Technology Co., Ltd. (formerly known as: Guangzhou Boji
Medical Biotechnological Co., Ltd. (F& /11875 & &2 4= W T Ik B B BR A F))
(@ company listed on Shenzhen Stock Exchange GEM, stock code: 300404),
an independent director of Liaoning Chengda Biotechnology Co., Ltd. (&
BRAEYRDBR AT (@ company listed on Shanghai Stock Exchange,
stock code: 688739) and the Chief Scientist of The South China Center for
Innovative Pharmaceuticals. Mr. Zhang has over 20 years of experience in
the pharmaceutical industry of PRC. He was an independent director of CR
Double-Crane from February 2016 to June 2018, an independent director
of Yifan Pharmaceutical Co., Ltd. (a company listed on Shenzhen Stock
Exchange, stock code: 002019) from October 2014 to November 2020 and
an independent director of Hunan Fangsheng Pharmaceutical Co., Ltd (a
company listed on Shanghai Stock Exchange, stock code: 603998) from
October 2018 to January 2021. He was employed as a professor of School of
Pharmaceutical Sciences of Sun Yat-sen University and the director (Pharmacy
Administration) of The South China Center for Innovative Pharmaceuticals, a
researcher at the Institute of Medicine, Chinese Academy of Medical Sciences
(Fh BB BRI PR BT JTFT), and successively served as a deputy director
of Pharmaceutical Evaluation Center (’—%uu% A L) and a deputy director
of Medical Device Evaluation Center (% 5% 82 48 £ 1l7 2 7F 1 ) under the
State Food and Drug Administration of the PRC(BIXREMEMLEEERR).
Mr. Zhang received a master’s degree in pathophysiology from China Medical
University in Shenyang, the PRC and a doctor’s degree in pharmacy from the
School of Pharmaceutical Sciences of Chiba University in Chiba, Japan.
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SENIOR MANAGEMENT

Mr. Qiu Huawei

Mr. Qiu Huawei, aged 55, is a chairman of CR Sanjiu and KPC
Pharmaceuticals, Inc (2 Z & E AR D B R A F)). He has previously worked as
a sales representative, sales manager, and regional manager in the business
department of Shenzhen Nanfang Pharmaceutical Factory (& JIl /8 77 %%
J#). He has also worked as the deputy general manager of Shenzhen Sanjiu
Medicine Trading Co., Ltd.OF I T =Z L EEE 5 H R A 7)), the plant
manager of Shenzhen lJiusheng Bioproducts Co., Ltd. CR I A ¥R SRR,
the investment director of Shenzhen Sanjiu Pharmaceutical Co., Ltd. (& 3|
= N B[R A7), the general manager of Ningbo Lihua Pharmaceutical
Co., Ltd., the general manager of Ningbo Medicinal Herbs Co., Ltd. (22§ %%
WM& {7 B R A 7)), the general manager of Shenzhen Jiusheng Bioproducts
Co., Ltd. ORININFA LW E R BBR A F]), and the deputy department head of
the medical business division of Sanjiu Enterprise Group (= /L% & E). Mr,
Qiu holds a bachelor’s degree in Genetic Engineering from Fudan University.

Mr. Yu Shunting

Mr. Yu Shunting, aged 59, currently serves as chairman of CR Double-
Crane. Mr. Yu was formerly a trainee researcher at Beijing Pharmaceutical
Preparations Research Institute (1t R Z2 ¥ 2B B 9E FT), deputy director and
director of Beijing Pharmaceutical Factory’s Preparations Research Institute
(b 7% 2 %2 5y 22 74 7/ 95 FT), deputy general manager of Beijing Shuanghe
Pharmaceutical Co., Ltd. (1t R & #5 B 2 §8 15 B R A 7)), executive vice
president of CR Double-Crane. Mr. Yu holds a Bachelor’s degree in Traditional
Chinese Medicine from Shenyang Pharmaceutical University and a Master’s

degree in Medicinal Chemistry.

Mr. Wu Jianjun

Mr. Wu Jianjun, aged 51, is currently the general manager of CR
Pharmaceutical Commercial. Mr. Wu has served as the deputy director of
workshop, deputy director of sales division and deputy director of foreign
trade division of Beijing Erzhong Co., Ltd. (1t 72{t & {5 AR A 7)), assistant
researcher of enterprise reform division of Beijing Municipal Economic
Commission (dt R 4&F Z 1 2 L E i), deputy director of enterprise
reform division of Beijing Municipal State-owned Assets Supervision and
Administration Commission (1t 5 1 B & Z& 1 % 2 ¥ J&), assistant general
manager of Beijing Pharmaceutical Group Co., Ltd. (Jt REE B £ E AR
& {T A Al), director of China Resources Pharmaceutical (Beijing) Industry
Development Co., Ltd. (¥ Bz (b R)EEZEEGR A a]), senior director
of production and manufacturing department, general manager of office,
assistant president and vice president of the Company. Mr. Wu holds a EMBA
degree from Tsinghua University.
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Mr. Liu Weiquan

Mr. Liu Weiquan, aged 52, is currently the chairman of Jiangzhong
Pharmaceutical. Mr. Liu has previously worked as the head of planning and
finance department, finance director, executive vice general manager, and
director of Jiangxi Jiangzhong Pharmaceutical (Group) Co., Ltd (T 78T/
FLEE (£ @) AR E TR A]). He has also worked as the finance director of
Jiangzhong Pharmaceutical, and the finance director and board secretary
of Zhongjiang Real Estate Co., Ltd (F T HBZE %D B R A 7). Mr. Liuis a
Certified Public Accountant, holding a Bachelor's degree in Economics from
the Department of Planning and Economics at Renmin University of China
and a Master’s degree in Management from Jiangxi University of Finance and
Economics.

Mr. Cheng lJie

Mr. Cheng Jie, aged 44, is currently the president of Dong-E-E-Jiao. Mr. Cheng
joined CR Sanjiu in September 2003, where he has held various positions,
including OTC terminal representative, prescription drug management
specialist, product assistant, product manager, assistant manager, 999
Ganmaoling product director, OTC sales and marketing director, deputy
general manager of marketing center, and general manager of professional
brands division. He has also served as the executive director of Aino (China)
Pharmaceutical Co., Ltd. (27 (R B) & ZF R 2 &), and director and
general manager of Sanofi-3S BioTech (Shenzhen) Co., Ltd (= N EHIECRII)
fEEEE % AR 2 7). Mr. Cheng graduated from Shenyang Pharmaceutical
University with a Bachelor’s degree in Traditional Chinese Medicine.

Mr. Qiu Kai

Mr. Qiu Kai, aged 53, is currently the secretary of the discipline inspection
commission of the Company. Mr. Qiu has served as deputy general manager
of Shenzhen Jiuxin Pharmaceutical Co., Ltd. CFII N FEE B R 2 7)),
deputy general manager of China Resources Sanjiu Marketing Center (£ /&
= L& 855 ) and executive director of Kunming China Resources Shenhuo
Pharmaceutical Co., Ltd. (£ BF 2 B B K 822 B[R A 7), general manager
of Chronic Disease Business Division of CR Sanjiu and general manager of
Kunming China Resources Shenhuo Pharmaceutical Co., Ltd. (£ Bf % & 2
NEEZEBR A A]). Mr. Qiu holds a Bachelor’s Degree in Economics from the
School of Management, Sun Yat-sen University.
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Mdm. Tang Na

Mdm. Tang Na, aged 46, currently the vice president of the Company. Mdm.
Tang also serves as a supervisor of CR Sanjiu, CR Double Crane, Dong-E-E-
Jiao, chairman of the supervisory board of CR Boya Bio-pharmaceutical and CR
Pharmaceutical Commercial, a director of Jiangzhong Pharmaceutical and CR
Zizhu. Mdm. Tang served as a partner of Concord & Partners and a director
of legal affairs of CR Pharmaceutical Commercial. Mdm. Tang obtained the
qualification of PRC lawyer and the corporate counsel qualification. Mdm.
Tang obtained a bachelor of law degree from China University of Political
Science and Law.

Mr. Cui Xingpin

Mr. Cui Xingpin, aged 50, was appointed as the vice president of the
Company in November 2021, also serves as a director of CR Sanjiu, Dong-
E-E-Jiao. Mr. Cui has been the chief staff member of the Changping Branch
of the Beijing Municipal Administration for Industry and Commerce (1t =
TEBE¥ 5 A) the chief researcher of the COFCO Nutrition and Health
Research Institute (R }& & & {2 FE#75Ft ), and the deputy general manager
of the Environmental Health and Safety Department of CR Holdings. Mr.
Cui obtained a PhD degree in Analytical Chemistry from the Department of
Chemistry, University of Science and Technology of China and has carried out
postdoctoral research in the Department of Pharmacology of the University of
Pennsylvania, USA.

Mr. Meng Qingsheng

Mr. Meng Qingsheng, aged 54, serves as a vice president of the Company,
also serves as a director of CR Boya Bio-pharmaceutical. Mr. Meng has
engaged in the Information Technology (IT) consultancy and management
business for over 20 years. Mr. Meng has extensive experience in areas like
corporate IT strategic planning, system structural design, project management
and the training of professional personnel. Mr. Meng has been a presales
consultant of Platinum China Co., Ltd., a senior consultation manager of
Oracle China Co., Ltd.. Mr. Meng has also acted as a consulting director,
assistant director and deputy director of the Information Management
Department of CR Holdings.
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The Board is pleased to present its report together with the audited
consolidated financial statements of the Group for the year ended 31
December 2022.

PRINCIPAL ACTIVITIES

The Company is an investment holding company. The Group is principally
engaged in the research and development, manufacturing, distribution and
retail of an extensive range of pharmaceutical and other healthcare products.
Analysis of the principal activities of the Group during the year ended
31 December 2022 is set out in the Note 1 to the consolidated financial
statements.

RESULTS

The results of the Group for the year ended 31 December 2022 are set out
in the consolidated statement of profit or loss and consolidated statement of
comprehensive income on page 132 of this annual report.

FINAL DIVIDEND

The Board recommended the payment of a final dividend of HK$0.16 per
Share for the year ended 31 December 2022 (2020: HK$0.15). Such final
dividend will not be subject to any withholding tax in Hong Kong. The final
dividend is subject to the approval of the Shareholders at the forthcoming
AGM to be held on 29 May 2023 and the final dividend will be distributed
on or about 21 July 2023 to the Shareholders whose names appear on the
register of members of the Company on 8 June 2023.

The final dividend will be payable in cash to each Shareholder in HK$ by
default. Shareholders will also be given the option to elect to receive all or
part of the final dividend in RMB at the exchange rate of HK$1.0: RMB0.8748,
being the average benchmark exchange rate of HK$ to RMB as published by
the People’s Bank of China during the five business days immediately before
30 March 2023 (Thursday). If Shareholders elect to receive the final dividend
in RMB, such dividend will be paid to shareholders at RMBO.14 per share. To
make such election, Shareholders should complete the Dividend Currency
Election Form which is expected to be despatched to Shareholders in mid-June
2023 as soon as practicable after the record date of 8 June 2023 (Thursday)
to determine Shareholders’ entitlement to the final dividend, and lodge it with
the Company’s share registrar, Tricor Investor Services Limited at 17/F, Far East
Finance Centre, 16 Harcourt Road, Hong Kong not later than 4:30 p.m. on 30
June 2023 (Friday).
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Shareholders who are minded to elect to receive all or part of their dividends
in RMB by cheques should note that (i) they should ensure that they have
an appropriate bank account to which the RMB cheques for dividend can be
presented for payment; and (ii) there is no assurance that RMB cheques can
be cleared without material handling charges or delay in Hong Kong or that
RMB cheques will be honoured for payment on presentation outside Hong
Kong. The cheques are expected to be posted to the relevant Shareholders by
ordinary post on 21 July 2023 (Friday) at the Shareholders’ own risk.

If no duly completed Dividend Currency Election Form in respect of the
Shareholder is received by the Company’s share registrar by 4:30 p.m. on
30 June 2023 (Friday), such Shareholder will automatically receive the final
dividend in HK$. All dividend payments in HK$ will be made in the usual way
on 21 July 2023 (Friday).

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

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

CLOSURE OF REGISTER OF MEMBERS

The register of members of the Company will be closed from 23 May 2023
to 29 May 2023, both days inclusive, in order to determine the identity of
the Shareholders who are entitled to attend the AGM, during which period
no share transfers will be registered. To be eligible to attend the AGM,
all properly completed transfer forms accompanied by the relevant share
certificates must be lodged for registration with the Company’s share registrar
in Hong Kong, Tricor Investor Services Limited, at 17/F, Far East Finance
Centre, 16 Harcourt Road, Hong Kong not later than 4:30 p.m. on 22 May
2023.

The register of members of the Company will also be closed on 7 June 2023
to 8 June 2023, both days inclusive, in order to determine the entitlement of
the Shareholders to receive the final dividend, during which no share transfers
will be registered. To qualify for the final dividend, all properly completed
transfer forms accompanied by the relevant share certificates must be lodged
for registration with the Company’s share registrar in Hong Kong, Tricor
Investor Services Limited, at 17/F, Far East Finance Centre, 16 Harcourt Road,
Hong Kong not later than 4:30 p.m. on 6 June 2023.
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BUSINESS REVIEW

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

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

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

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

In addition to the above, general information regarding the Group’s
performance on environmental and social-related policies, as well as
compliance with relevant laws and regulations which have a significant impact
on the Group and an account of the Company’s relationships with its key
stakeholders are discussed throughout this annual report. Further details will
be also disclosed in the Company’s Sustainability Report 2022.

FINANCIAL HIGHLIGHTS

A summary of the Group's results, assets and liabilities for the last five
financial years is set out on page 25 of this annual report. This summary does
not form part of the audited consolidated financial statements.
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MAJOR CUSTOMERS AND SUPPLIERS

Major Customers

For the year ended 31 December 2022, the Group’s sales to its five largest
customers accounted for 2.4% (2021: 3.0%) of the Group’s total revenue and
our single largest customer accounted for 0.6% (2021: 0.8%) of the Group’s
total revenue.

Major Suppliers

For the year ended 31 December 2022, the Group’s five largest suppliers
accounted for 6.8% (2021: 8.3%) of the Group’s total purchases and our
single largest supplier accounted for 1.8% (2021: 2.2%) of the Group’s total
purchases.

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

PROPERTY, PLANT AND EQUIPMENT

Details of movements in the property, plant and equipment of the Group
during the year ended 31 December 2022 are set out in Note 15 to the
consolidated financial statements.

SHARE CAPITAL

Details of movements in the share capital of the Company during the year are
set out in Note 35 to the consolidated financial statements.

RESERVES

Details of movements in the reserves of the Company and the Group during
the Reporting Period are set out in the consolidated statement of changes in
equity pages 135 to 136.

DISTRIBUTABLE RESERVES

As at 31 December 2022, the Company’s reserves available for distribution,
amounted to approximately HK$1,519.0 million.

BANK LOANS AND OTHER BORROWINGS

Particulars of bank loans and other borrowings of the Group as at 31
December 2022 are set out in Notes 30 and 31 to the consolidated financial
statements.
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DIRECTORS

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

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

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

Executive Director and Vice President
Mr. Tao Ran

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

Non-executive Directors
Mr. Lin Guolong
Mdm. Guo Wei

(appointed on 13 February 2023)
Mr. Tan Ying

(resigned on 25 August 2022)
Mr. Hou Bo
Mdm. Jiao Ruifang

(appointed on 14 January 2022)
Mr. Qing Mei Ping Cuo

(resigned on 14 January 2022)

Independent non-executive Directors
Mdm. Shing Mo Han Yvonne

Mr. Kwok Kin Fun

Mr. Fu Tingmei

Mr. Zhang Kejian

In accordance with article of the Articles 78 of Association, Mdm. Guo Wei
shall retire from office, and being eligible, has offered herself for re-election at
the AGM.

In accordance with article 88(1) of the Articles of Association, Mr. Han
Yuewei, Mr. Hou Bo, Mr. Fu Tingmei and Mr. Zhang Kejian shall retire by
rotation, and being eligible, have offered themselves for re-election at the
AGM.

Details of the Directors to be re-elected at the AGM are set out in the circular
to the Shareholders dated 28 April 2022.
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DIRECTORS AND SENIOR MANAGEMENT
Biographical details of the Directors and senior management of the Company
are set out on pages 90 to 101 of this annual report.

CONFIRMATION OF INDEPENDENCE OF
INDEPENDENT NON-EXECUTIVE DIRECTORS

The Company has received an annual confirmation of independence pursuant
to rule 3.13 of the Listing Rules from each of the independent non-executive
Directors and the Company considers such Directors to be independent
throughout the year ended 31 December 2022 and remain so as of the date
of this annual report.

DIRECTORS’ SERVICE CONTRACTS

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

DIRECTORS’ INTERESTS IN TRANSACTIONS,
ARRANGEMENTS OR CONTRACTS OF
SIGNIFICANCE

No Director or his/her connected entities had a material interest, either directly
or indirectly, in any transaction, arrangement or contract of significance to
the business of the Group to which the Company, its parent company or any
of its subsidiaries or fellow subsidiaries was a party during the year ended 31
December 2022 and up to the date of this annual report.

MANAGEMENT CONTRACTS

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

EMOLUMENT POLICY

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

Details of the emoluments of the Directors, and five highest paid individuals
during the Reporting Period are set out in Notes 10 and 11 to the
consolidated financial statements.

RETIREMENT AND EMPLOYEE BENEFITS SCHEME

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

HE_ZT-_—_F+-A=+—8B ZENKZKALDQ Asat 31 December 2022, the interests/short positions of the Directors
AEESITERABRALG SHEMEEZE (E&SR  and the chief executives of the Company in the shares, underlying shares
BAHREBEGPIEXVE) 2k - HERKRM & and debentures of the Company or its associated corporations (within the
BEREBFPHEE@BEELSRPEFFIEXVESE  meaning of Part XV of the SFO which were required (a) to be notified to the
TRESHHBANERRA ML (BE®SE  Company and the Stock Exchange pursuant to Divisions 7 and 8 of Part XV
BIBFEENRPEBRN ZZSEXWE BIRWE  of the SFO (including interests or short positions which they are taken or
EEAMERIORR) () BI ABARQAFIE  deemed to have under such provisions of the SFO); or (b) to be entered into
BHEMEGEOIEI2EFE 2 ERLMA 3  the register required to be kept by the Company pursuant to Section 352 of
RIFIZESTRIBNERNRE) RERZHT 2 I{M#  the SFO; or (c) as otherwise notified to the Company and the Stock Exchange
R BIAT pursuant to the Model Code were as follows:

RARBRGNERS KA INTERESTS/SHORT POSITIONS IN SHARES OF THE
COMPANY
() RERLQFERTETERKRMEERKMDT (a) Interestsin issued ordinary shares and underlying shares of
BENER the Company:
BEESAT DT
EiER Approximate
54 fEEHE BE/ KA BRHEE percentage of
EEnE Capacity/ Long/short Number of shareholding
Name of Director Nature of Interest Position ordinary shares %
PRIRIE EmBEEA e 300,000 0.0048
Han Yuewei Beneficial Owner Long Position
Sl EmBEEA e 200,000 0.0032
Bai Xiaosong Beneficial Owner Long Position

(Z) AN TESER — 3= HACRER (b) Interests in issued ordinary shares and underlying shares of

ERATFECRTZERNEBERG T China Resources Cement Holdings Limited, an associated
EEMRES corporation of the Company:
BERENAED L
ZiER Approximate
B EEtE "a %e gng 4= percentage of
EEpnE Capacity/ Long/short Number of shareholding
Name of Director Nature of Interest Position ordinary shares %
FE A BEHEEA R 120,000 0.0017
Tao Ran Beneficial Owner Long Position
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(c) Interests in issued ordinary shares and underlying shares of
China Resources Land Limited, an associated corporation
of the Company:

RFREABES L
Approximate
R E percentage of
Number of shareholding
ordinary shares %

EER

BR KR
Long/short
Position
E

Long Position

10,000 0.0001

(T) RADQBEBEE —EBENER
BRARERTEZERRERRSG S
BENER

B EEME
EEpnE Capacity/
Name of Director Nature of Interest
Fa A ExnEAA
Tao Ran Beneficial Owner

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

FREABED
Approximate
R E percentage of
Number of shareholding
ordinary shares %

HEBR

HR KR
Long/short
Position

e
Long Position

12,000 0.0002

R EMBEREEN RZTEZZF+A=+—
H BESFHARAESITERABRM  #E
EFPLARAERITRABERARRRREEM
A E (TE AESRBEERMEXVE) 2
mHEERNMEREFFEBQREEFARAE
1B EXVEBETRESH SAME A A A KB
R (BREEEREFES RBEEI ZZEEX
WRANEEEHENERIAR)  3(b) /AT
ABARAREREFLBAEKOIFEINREFEZ
BRMA ROBRBIEETIAMNEARQA] K
R ETZ TR KR

ESERERMNVERENER

BRAFHRMABPEEI  ARR] - A QFH
H AL 8 2 B 3k R R B8 2 Bl 0 F A R (£ ]
FEMETIERTNTNERNZH  BUEE
EUHEBERARRIEMEMEATERD K
EEEmED BV EBEEHWEZRER18
FRA T H) F R ER TEMENIARBARRA R
EAEMAABEENBRAKERES LB 1T
EEMZEER -

Save as disclosed above, as at 31 December 2022, so far as it is known to the
Directors or chief executives of the Company, none of the Directors or chief
executives of the Company had any interests/short positions in the shares,
underlying shares and debentures of the Company or any of its associated
corporations (within the meaning of Part XV of the SFO) which were required
(a) to be notified to the Company and the Stock Exchange pursuant to
Divisions 7 and 8 of Part XV of the SFO (including interests or short positions
which they were taken or deemed to have under such provisions of the SFO);
or (b) to be entered into the register required to be kept by the Company
pursuant to section 352 of the SFO; or (c) as otherwise to be notified to the
Company and the Stock Exchange pursuant to the Model Code.

DIRECTORS’ RIGHTS TO ACQUIRE SHARES OR
DEBENTURES

Save as otherwise disclosed in this annual report, at no time during the year
was the Company, its parent company or any of its subsidiaries or fellow
subsidiaries a party to any arrangement that would enable the Directors to
acquire benefits by means of acquisition of shares in, or debentures of, the
Company or any other body corporate, and none of the Directors or any
of their spouses or children under the age of 18 were granted any right to
subscribe for the equity or debt securities of the Company or any other body
corporate or had exercised any such right.
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FTEREARBROEEBERDTE SUBSTANTIAL SHAREHOLDERS' INTERESTS AND
R RE SHORT POSITIONS IN SHARES AND UNDERLYING
SHARES
R-ZE-——#+-_A=+—0 pmAaaE=s
FraEn s THIAL (WHBEBES AR RSITEHA
B) AR A S BRI D 7B R R (3
RHIE GG EXVEE2 M3 D B AR A T
BUEBELRNARRIBREB(ESEMNBEKL)E

As at 31 December 2022, to the best knowledge of the Directors, the
following persons (not being a Director or chief executive of the Company)
had interests or short positions in the Shares or underlying Shares which fall to
be disclosed to the Company under the provisions of Divisions 2 and 3 of Part
XV of the SFO as recorded in the register required to be kept by the Company

BeFAETHFZELMAZBEIAR

pursuant to section 336 of the SFO:

IEA DB R AE
ZHABE DL
Approximate
Percentage of
B1ip Rt FFEZROE TR KA Shareholding
BREER Capacity/ Number of Long/short in the Company
Name of Shareholder Nature of Interest Shares held position (%)
PREEERARO Rt EE S 3,333,185,612 {1 & 53.05
China Resources Company Limited® Interest in controlled Long position
corporation
EEkHO REtEEER 3,333,185,612 {1 & 53.05
CRI® Interest in controlled Long position
corporation
CRC Bluesky Limited™ ZEGEE R 3,333,185,612 #f& 53.05
Interest in controlled Long position
corporation
EHERO Rt EE S 3,333,185,612 & 53.05
CR Holdings™ Interest in controlled Long position
corporation
FEREE (B BRARO EanlER A 3,333,185,612 {1 & 53.05
CRH (Pharmaceutical) Limited™ Beneficial owner Long position
EREE it EE S 1,257,238,849 i1 & 20.01
BSCOMC®Z Interest in controlled Long position
corporation
EREEPOLREERERAR REHEE#R 1,094,800,000 17 17.43
Beijing State-owned Capital Interest in controlled Long position
Operation and Management Center corporation
Investment Holdings Limited®
EREERPLREEEARAA® ERlERA A 17.43
Beijing State-owned Capital Beneficial owner 1,094,800,000 Long position
Operation and Management Center
Investment Management Limited®
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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. CRl 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 162,438,849
Shares held by Beijing Equity Investment Development Fund (Cayman Il) L.P., an
exempted limited partnership registered in the Cayman Islands, by reason of a
series of funds and corporate structures. Each of which, individually, is interested
in less than 5% in the voting Shares.

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

Save as disclosed above, as at 31 December 2022, the Directors were not
aware of any persons (who were not Directors or chief executive of the
Company) who had an interest or short position in the Shares or underlying
Shares of the Company which would fall to be disclosed under Divisions 2 and
3 of Part XV of the SFO, or which would be required, pursuant to Section 336
of the SFO, to be entered in the register referred to therein.
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SHARE OPTION SCHEME

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

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

2. Incentive Targets

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

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

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

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

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

Validity Period and Exercise Period

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

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

Once the conditions to the exercise are satisfied after the two-year
restriction period commencing from the grant date, the share options
may be exercised by three (3) years thereafter with the proportion of
30%, 30% and 40% of the share options in each year.
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5.  Exercise Price
The exercise price of the share options under the Share Option Scheme
shall be determined by the Board, but shall not be less than the highest
of the followings:

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

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

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

Certain A-share listed subsidiaries of the Company (including CR Sanjiu,
CR Double-Crane and Jiangzhong Pharmaceutical) have adopted their
own share incentive schemes as at the date of this annual report. As
none of these subsidiaries each constitutes a principal subsidiary (as
defined under Chapter 17 of the Listing Rules), their respective share
incentive schemes are therefore not subject to Chapter 17 of the Listing
Rules.

EQUITY-LINKED AGREEMENTS

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

PURCHASE, SALE OR REDEMPTION OF LISTED
SECURITIES

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

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

The independent non-executive Directors have conducted a review of the
compliance with the Non-competition Agreement by the Company and CR
Holdings in respect of year 2022, including but not limited to the review of
the Non-Competition Agreement and internal confirmations by the Company
and CR Holdings. Having made all reasonable enquiries, nothing has come to
the attention of the independent non-executive Directors that, except for the
Retained Business (as defined in the Prospectus), CR Holdings has engaged
in, participated in or assisted others to engage or participate in, or procure its
subsidiaries (other than the Group) to engage in, participate in or assist others
to engage in, any business that competes or is likely to compete, directly or
indirectly, with our business within the PRC during year 2022.

DIRECTORS’ INTEREST IN COMPETING BUSINESS

Save as disclosed in this annual report, as at 31 December 2022, none of the
Directors or their respective associates had engaged in or had any interest
in any business which competes or is likely to compete, either directly or
indirectly, with the businesses of the Group.

CONNECTED TRANSACTIONS AND CONTINUING
CONNECTED TRANSACTIONS

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

On 20 April 2022, CR Pharmaceutical Holdings entered into a new loan
agreement with CR Leasing (the “2022 Loan Agreement”) in respect of a
loan in the maximum facility amount of HK$1.2 billion with annual interest
rate to be determined based on the applicable market rate offered by the
People’s Bank of China for a term of three years, which will be used as
working capital for the ordinary business of CR Leasing and its subsidiaries
that is related to the Group. The Board considered that the business operation
of CR Leasing are complementary to the Group’s pharmaceutical distribution
business, and expected that further development and expansion of the
business operations of CR Leasing will bring great shareholders’ value to the
Group. China Resources Co., Limited, being a controlling shareholder of the
Company, indirectly holds 60% interest in CR Leasing. Accordingly, as CR
Leasing is a connected person of the Company, the 2022 Loan Agreement
and the transactions contemplated thereunder constitute connected
transaction for the Company pursuant to Chapter 14A of the Listing Rules.
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Amended Procurement
Framework Agreement
(Note 1)

BT RBIER B35
(FzET)

Amended Procurement
Framework Agreement
(Note 1)

EmkBAmEEER
EAGER

Products and Commodities Sales
Framework Agreement
(Note 1)

HRAEHE (HE2)

Strategic Cooperation
Agreement (Note 2)

BUBE A 1Rt (1R 2)

Strategic Cooperation
Agreement (Note 2)

BUBE A 1Rt (1R 2)

Strategic Cooperation
Agreement (Note 2)

PRZBEAL
Connected
Parties involved

EHEE

CR Holdings

EHEE

CR Holdings

EHEE

CR Holdings

EHRT

CR Bank

EHRT

CR Bank

EHRT

CR Bank

The Group has entered into the following continuing connected transactions

during the year ended 31 December 2022:

LAl
S
FELR
Annual cap
permitted
HE under the
Nature Listing Rules
BT
HK$ million
W R EmIRE 152.5
Procurement of supplies and products
RS BREE 50.0
Procurement of services
HEERKEM 117.8
Sales of products and commodities
BEHREBRTBERAENEE 1,178.3
(BEREHME)
Maximum daily deposit amount placed
with CR Bank (inclusive of interest
receivable)
EHRTRENSHERNEH 1,060.5
BefeeBRFE
Maximum daily principal amount
and interest in relation to financial
products provided by CR Bank
EBFRTRENEMERER KRS 176.7

NEmREERRES

Maximum service fees and
commissions for other financial
products and services provided by
CR Bank

—E-C
REeHE
Transaction
amount in
2022
BEAT
HK$ million
37.0

1,098.7

4793

4 Nil
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Supply Chain Management
Agreement (Note 5)
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Agreement (Note 7)
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iaip N
]
FELR ket
Annual cap REeHE
PRZEEAL permitted Transaction
Connected HE under the amount in
Parties involved Nature Listing Rules 2022
ABAT BEET
HK$ million HK$ million
EHER ZHERRHENERERD 117.8 & Nil
BRERAESBERFIS
CR Trust Maximum daily principal amount
and interest in relation to financial
products provided by CR Trust
EHER EREFRENE NS RER RS 82.5 A Nil
NE=REERRAS
CR Trust Maximum services fees and
commissions for other financial
products and services provided by
CR Trust
= Fich -+ EHRERENSRERE RERN 294.6 61.1
EeRBERRAD
CR Leasing Maximum service fees and
commissions for the financial
services and products provided by
CR Leasing
EHRERE HE BB B B m R 1,178.3 1,128.0
CR Health Sales of medical and pharmaceutical
products and consumables
EHER EHRRRUERYEHERER 81.7 A Nil
MR#%
CR Medical Provision of supply chain management
services for medical supplies by CR
Medical
EHHR REEBRMRYE 170.87 131.4
CR Digital Procurement of IT Services
ZR=A M) R 40.0 17.9

REBR LA

China Resources Sanjiu  Purchase of energy
Chenzhou Co., Ltd.
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Notes:

On 29 December 2020, the Company has entered into the procurement
framework agreement with CR Holdings for a term from 1 January 2021 to 31
December 2022 (the “Procurement Framework Agreement 2021"), pursuant
to which the Group may from time to time purchase from CR Holdings and
its subsidiaries various types of supplies and products (including raw materials,
ingredients, apparel and software products, but excluding the procurement
of utilities by the Group from CR Holdings and its subsidiaries in the Group’s
ordinary and usual course of business) as well as services (including logistics
services, company secretarial services and services of an integrated e-commerce
and internet based service platform, but excluding IT technical support services,
property leasing services, and construction, decoration and furniture services
which are covered by separate agreements entered into between CR Holdings
and the Company) in support of our business.

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

On 29 December 2020, the Company entered into the strategic cooperation
agreement (“CR Trust Strategic Cooperation Agreement 2021") with CR
Trust for a term from 1 January 2021 to 31 December 2022, pursuant to which
the Group may use the services and products provided by CR Trust, including
(but not limited to) cash management, asset management, custodian trust loan
services, assignment of receivables, advisory services in relation to redemptory
monetary capital for sale, and other financial or trust services and products as
agreed by the parties.
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On 29 December 2020, the Company entered into the strategic cooperation
agreement (“CR Leasing Strategic Cooperation Agreement 2021") with
CR Leasing for a term from 1 January 2021 to 31 December 2022, pursuant to
which the Group may use the financial services and products provided by CR
Leasing, including (but not limited to) financial leasing, leasing and the related
consultancy and guarantee services, and factoring in relation to the Group’s
principal businesses.

On 29 December 2020, the Company entered into the sales framework
agreement (“Sales Framework Agreement 2021") with CR Health for a term
from 1 January 2021 to 31 December 2022, pursuant to which the Group may
from time to time supply medical and pharmaceutical products and consumables,
including prescription medicines and over-the-counter (OTC) drugs to CR Health,
its associates and/or the hospitals that are managed by CR Health and/or its
associates.
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The Company has entered into a cooperation framework agreement (the
"Cooperation Framework Agreement”) with CR Medical on 17 September
2020, pursuant to which CR Medical, its subsidiaries and the medical institutions
owned or managed by it (collectively the “CR Medical Group”) shall provide
the Group supply chain management services of medical supplies in relation
to establishment of regional platforms and streamlining of supply chain
management procedures in order to improve the efficiency of supply chain
management of medical supplies of the Group and reduce the corresponding
costs. CR Medical Group shall receive management service fees from the Group
for the abovementioned services. The term of the Cooperation Framework
Agreement shall commence from the date of the agreement and expire on 31
December 2022. Subject to compliance with the Listing Rules, the parties may
then renew the Cooperation Framework Agreement.

On 30 August 2021, the Company entered into the IT services procurement
framework agreement (the “IT Services Procurement Framework Agreement
2021") with CR Digital for a term commencing on 30 August 2021 and ending
on 31 December 2022, the Group may from time to time purchase the IT Services
from CR Digital and its subsidiaries (“CR Digital Group”), and the IT Services
to be purchased from CR Digital Group shall include (i) maintenance services
for generic applications and operating systems, including daily maintenance,
procurement of software, and licensing of software; (ii) specific implementation
services, including development and implementation of unified application
systems; (i) IT infrastructure, including cloud platforms and hardware and
software, and technical support services for the informatisation of traditional
resource pool; and (iv) other services, including general contracting projects such
as data security, smart manufacturing and smart parks, industrial internet of
things (IloT), and collection of externally applicable software licensing fees relating
to legalization and localization of software, etc. On 12 April 2022, the Company
has entered into the amended IT services procurement framework agreement (the
“Amended IT Services Procurement Framework Agreement 2021"), which
replaced the IT Services Procurement Framework Agreement 2021, pursuant to
which the parties agree to amend the proposed annual caps for the transactions
contemplated thereunder.

On 22 June 2021, CR Sanjiu Chenzhou, an indirect non-wholly-owned subsidiary
of the Company, entered into the framework agreement (the “Energy Purchase
Framework Agreement”) with CR Gas Chenzhou, an indirect wholly-owned
subsidiary of CR Gas, pursuant to which (i) CR Sanjiu Chenzhou will provide the
land located In the Zhangchongpian area of the Economic and Technological
Development Zone of Chenzhou city (M T 48 B ilTF 24 @ &R A &) , Hunan
province of the PRC with a site area of approximately 19,000 square meters for
CR Gas Chenzhou to construct an energy station; and (Il) CR Sanjiu Chenzhou
will purchase from CR Gas Chenzhou heating, cooling and steam energy and
some of electricity for use at the Southern China manufacturing centre of CR
Sanjlu Chenzhou. The Energy Purchase Framework Agreement became effective
on 21 June 2021 for a term of three years until 21 June 2024. The Energy
Purchase Framework Agreement contemplated under the Framework Agreement
was expected to commence in or about June 2022 upon the commencement of
operation of the energy station to be constructed by CR Gas Chenzhou.
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The independent non-executive Directors have reviewed the aforesaid
continuing connected transactions and confirmed that the transactions have
been entered into:

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

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

Pursuant to Rule 14A.56 of the Listing Rules, the Board engaged the auditor
of Company to report on the Group’s continuing connected transactions
in accordance with Hong Kong Standard on Assurance Engagements 3000
“Assurance Engagements Other Than Audits or Reviews of Historical Financial
Information” and with reference to Practice Note 740 “Auditor’s Letter on
Continuing Connected Transactions under the Hong Kong Listing Rules”
issued by Hong Kong Institute of Certified Public Accountants. The auditor
has issued his unqualified letter containing its findings and conclusions win
respect of the continuing connected transactions disclosed by the Group
on pages 115 to 122 of the Annual Report in accordance with Rule 14A.56
of the Listing Rules. A copy of the auditor’s letter has been provided by the
Company to the Stock Exchange.

Certain related party transactions as disclosed in Note 42 to the consolidated
financial statements constituted as connected transactions or continuing
connected transactions as defined in Chapter 14A of the Listing Rules and
is in compliance with the disclosure requirements under Chapter 14A of the
Listing Rules.
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Report of the Directors

Save as disclosed in this annual report, during the year, the Company had no
connected transactions or continuing connected transactions which fell to be
disclosed in accordance with the provisions under Chapter 14A of the Listing
Rules in relation to the disclosure of connected transactions and continuing
connected transactions.

DONATIONS

During the Reporting Period, the charitable and other donations made by the
Group amounted to HK$59,817,000.

DIRECTORS OF SUBSIDIARIES

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

PERMITTED INDEMNITY PROVISION

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

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

The Company has taken out insurance against the liability and costs
associated with defending any proceedings which may be brought against the
directors of the Company and its subsidiaries.

EVENT AFTER THE REPORTING PERIOD

The events after the Reporting Period are disclosed in Note 48 to the
consolidated financial statements.
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AUDIT COMMITTEE

The Audit Committee had, together with the management and external
auditor of the Company, reviewed the accounting principles and policies
adopted by the Group and the consolidated financial statements for the year
ended 31 December 2022.

CORPORATE GOVERNANCE

The Company is committed to maintaining high standards of corporate
governance practices. Information on the corporate governance practices
adopted by the Company is set out in the Corporate Governance Report on
pages 66 to 89 of this annual report.

SUFFICIENCY OF PUBLIC FLOAT

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

AUDITOR

The financial statements of the Company for the year have been audited by
Ernst & Young. Ernst & Young has been holding office as the independent
auditor of the Group since 2018. The Board is of the view that, as good
corporate governance measure, the Company should consider rotation of its
independent auditor after an appropriate period of time. The Board therefore
proposed Ernst & Young to retire as the independent auditor of the Company
with effect from the close of the forthcoming AGM.

The Board resolved, with the recommendation from the Audit Committee of
the Company, to propose the appointment of KPMG as the new independent
auditor of the Company following the retirement of Ernst & Young, subject to
the approval of Shareholders at the forthcoming AGM.

On behalf of the Board
Han Yuewei
Chairman

Hong Kong, 30 March 2023
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Independent Auditor’s Report

Ernst & Young ZKETHEEHR Tel E35: +852 2846 9888
27/F, One Taikoo Place, ZB A EE B IE079%E Fax {5 &: +852 2868 4432
979 King’s Road, A —RE27HE ey.com

Quarry Bay, Hong Kong

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

OPINION

We have audited the consolidated financial statements of China Resources
Pharmaceutical Group Limited (the “Company”) and its subsidiaries (the
“Group”) set out on pages 125 to 308, which comprise the consolidated
statement of financial position as at 31 December 2022, and the consolidated
statement of profit or loss, the consolidated statement of comprehensive
income, the consolidated statement of changes in equity and the
consolidated statement of cash flows for the year then ended, and notes
to the consolidated financial statements, including a summary of significant
accounting policies.

In our opinion, the consolidated financial statements give a true and fair view
of the consolidated financial position of the Group as at 31 December 2022,
and of its consolidated financial performance and its consolidated cash flows
for the year then ended in accordance with Hong Kong Financial Reporting
Standards ("HKFRSs") issued by the Hong Kong Institute of Certified Public
Accountants (“HKICPA") and have been properly prepared in compliance with
the Hong Kong Companies Ordinance.

BASIS FOR OPINION

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

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

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

AFHERTRAFHNEERBEERE

Impairment of goodwill and trademarks with indefinite useful lives

MRZZBZZF+_A=+—H EAEERAEAFHNOS
BREENIRBE288FETRBE2301BET &
BER TAREELSEM((REeELEM)ETETRS
EESBAEREENRERNGY &EAHE -

Goodwill and trademarks with indefinite useful lives as at
31 December 2022 were HK$22,848 million and HK$2,301
million, respectively. The impairment tests performed by
management regarding various cash-generating units (“CGUs")
involved significant judgement for the determination of the
value in use of the CGUs.

ERRMERHPISLRE  EMEERERE LT - tLThR
REFTEE - AR MBI REHN M B mEMT 2.4
318K 19°

This is a key audit matter due to the magnitude, the complexity,
and the management’s estimates involved in the impairment
testing. The accounting policies and related disclosures are
included in Notes 2.4, 3, 18 and 19 to the financial statements.

126 20220 FH ERBFEEEERAQTF

HMEBARERAIEAFHNHELEENRENIETE
FREDRR

Our procedures in relation to the impairment assessment of
goodwill and trademarks with indefinite useful lives included, but
were not limited to:

ERETHEMOIEs2REELEBUNEEN
Considered the reasonableness of the determination of the
CGUs to which the goodwill is allocated;

TEAREERSESEMTABENER
Evaluated the models used in determining the value in use
of the CGUs;

HIRENETFNMLZETEE BELEEBERH B
BEmSMEEESETHL UBRRReEREBEINE
B WinEEEE

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

FEEEREAAREMGERED> TP BBERRENE
Bl R

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

AR A MR PR ER A RENEE M

Assessed the appropriateness of the disclosures of
impairment assessment in the consolidated financial
statements.
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KEY AUDIT MATTERS (continued)

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

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

BMUMEEVBREAMAIMKE ERAEFTRBEE
B OB RENEREAE YR L AR K& AR PR R
EORERERSAEE UREEZAERBRENE
EFRMOKENERED  UFHE EXEETEFEE
BHREUREREREDEBEHNERES -

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

MR EREHERNREEYNZEHRILBIERPSPREXR
B T RS EIE -

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

FHAHAEMESR

VAAE B & 5 2 Bl ) 22 SRoAm AR B 5 B A A 120 A 2 L
Reviewed the basis of management’s reassessment of
control against the requirements of relevant accounting
standards;

ER BE5EEFERHERAVORERS L  FEHIE
A WDVE TE S B B At 75 B (ﬁﬂiﬂﬁﬂﬁi%%% IR
BREABRNEFEGEIAZR)RT EXRENKERE
NFHE BRBEFANBHRENTE N K

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

EREMBRRAERE PIaRER DL RAFRE
T AR E MR FRAEN T ENARE S
BARE o

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

OTHER INFORMATION INCLUDED IN THE

ANNUAL REPORT

ERTESHEHHEMEEAR - AMEEBE
FHERFHRANES  BLREEEVHERE
MEMRIZEEN®RE -

thereon.
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China Resources Pharmaceutical Group Limited

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

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

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

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

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

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

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

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

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

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

also:

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

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

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

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

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

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

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

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

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

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

Ernst & Young
Certified Public Accountants
Hong Kong

30 March 2023
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Consolidated Statement of Profit or Loss

HE-Z-_—_F+_-_A=+—HLIF/E Fortheyearended 31 December 2022

2022 2021

B 2 BT T BT T
Notes HK$’000 HK$'000
W 25 REVENUE 5 254,106,366 236,806,169
SHER A Cost of sales (214,971,606) (201,425,883)
EX GROSS PROFIT 39,134,760 35,380,286
E bl A Other income 6 1,422,099 1,517,148
Hablizs KB Other gains and losses 7 (1,405,005) (1,275,010)
HE RS IHAS Selling and distribution expenses (19,033,096) (17,530,700)
ITEFAX Administrative expenses (6,479,027) (6,236,259)
HEHx Other expenses (2,152,545) (1,745,278)
BhE WA Finance income 8 833,876 729,329
BB AR Finance costs 8 (2,853,993) (2,744,681)
BERA - JHEE Finance costs, net (2,020,117) (2,015,352)
PaK(a):i A= W/NCIDNe Share of profits of associates
BEREEN and joint ventures 388,644 313,597
BR B AT R PROFIT BEFORE TAX 9 9,855,713 8,408,432
R8> Income tax expense 12 (2,012,402) (1,761,026)
FEREF PROFIT FOR THE YEAR 7,843,311 6,647,406
FEAf - Attributable to:
ZIN/NETEZ =N Owners of the Company 4,147,412 3,768,889
JEFERR RS Non-controlling interests 3,695,899 2,878,517
7,843,311 6,647,406
ARBEEREZEETA EARNINGS PER SHARE ATTRIBUTABLE
EhERAER TO ORDINARY EQUITY HOLDERS OF
THE COMPANY 14
HEAR KN #E B¥oT) Basic and diluted (HKS$) 0.66 0.60
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Consolidated Statement of Comprehensive Income

HE-ZT-_—_F+_-_A=+—HIFE Fortheyearended 31 December 2022

2022 2021

BT T BT
HK$'000 HK$'000
FRBEF PROFIT FOR THE YEAR 7,843,311 6,647,406
Hp 2 E Uz OTHER COMPREHENSIVE INCOME
A E B AT fe B DR E Other comprehensive income that may be
B A HE i 2 E i e - reclassified to profit or loss in
subsequent periods:
BREBINEBEENELZR Exchange differences arising on translation
of foreign operations (9,182,835) 2,509,611
BREEBET 8% #77 gD Other comprehensive income that will not be
FEa AT H fit 2 E 7 reclassified to profit or loss in
subsequent periods:
BT EREX mat I Gain/(loss) on the remeasurement of
Wz (E518) a defined benefit plan 19,736 (27,106)
REREREMEREHYE Gain on revaluation of property, plant and
M F R BRIz - kR equipment upon transfer to investment
E2EE properties, net of tax 52,853 16,618
BrERERBHENSES Other comprehensive income that will
BamHEtmEER=ERE not be reclassified to profit or loss in
subsequent periods 72,589 (10,488)
Hib2mE K - MKRHE OTHER COMPREHENSIVE INCOME,
NET OF TAX (9,110,246) 2,499,123
FAZEKREARE TOTAL COMPREHENSIVE INCOME
FOR THE YEAR (1,266,935) 9,146,529
FEAR - Attributable to:
RRAREB A Owners of the Company (774,933) 5,178,469
e IRt A Non-controlling interests (492,002) 3,968,060
(1,266,935) 9,146,529
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2022 2021

Mt BT T
Notes HK$'000 HK$'000
FRBEE NON-CURRENT ASSETS
M - BB R&AE Property, plant and equipment 15 19,436,499 19,676,743
FHREEE Right-of-use assets 17(a) 4,853,433 5,361,392
EYE Investment properties 16 1,670,453 1,887,034
Bk Goodwill 18 22,847,667 24,901,550
BV EE Intangible assets 19 8,469,223 9,000,511
AEEDENER Interests in joint ventures 20 9,245 12,741
B N RIRIRE R Interests in associates 21 6,607,266 6,860,657
Eﬁﬂ#méﬁ(ﬁﬁﬂﬁi Other non-current financial assets 22 796,880 967,784
B IBEE Deferred tax assets 32 1,606,215 1,309,559
HEMIEREBEE Other non-current assets 23 4,538,082 1,974,730
IERBEEAEE Total non-current assets 70,834,963 71,952,701
RBEE CURRENT ASSETS
75 Inventories 24 29,718,446 29,687,992
2 5 K& H b FE Y FRIE Trade and other receivables 25 79,529,323 77,612,680
HEtREemEE Other current financial assets 22 35,038,263 40,251,630
JiE Wt BA B 5 3k TR Amounts due from related parties 44 1,868,972 3,576,481
ATy Bl 5 IE Tax recoverable 127,406 153,061
[V R ER N Pledged deposits 26 7,075,410 7,814,631
ReRBEFED Cash and cash equivalents 26 17,042,657 17,513,134
170,400,477 176,609,609
DEIEREFENEE Assets classified as held for sale 27 50,978 -
MENEELREE Total current assets 170,451,455 176,609,609
nEEE CURRENT LIABILITIES
B 5 RHEAMENRIA Trade and other payables 28 77,652,962 75,551,340
BHEE Contract liabilities 29 3,960,635 3,556,951
HE&E Lease liabilities 17(b) 555,208 583,805
A< BE B 5 3k0E Amounts due to related parties 44 12,699,620 12,813,888
IRITIER Bank borrowings 30 40,528,838 46,544,446
FERTES Bonds payable 31 111,715 1,306,364
FEIHR 18 Tax payable 747,029 894,385
RIRIEN 5 Defined benefit obligations 33 63,150 71,397
mENBEREE Total current liabilities 136,319,157 141,322,576
REEEFE NET CURRENT ASSETS 34,132,298 35,287,033
BEERRBAEE TOTAL ASSETS LESS CURRENT
LIABILITIES 104,967,261 107,239,734
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2022 2021

[F BT T T T
Notes HK$’000 HK$'000

kRBEE NON-CURRENT LIABILITIES

HRITIE Bank borrowings 30 5,084,569 4,123,504

FERHES Bonds payable 31 5,037,660 3,057,725

HEAE Lease liabilities 17(b) 862,296 931,862

EERIEE & Deferred tax liabilities 32 1,777,080 1,965,334

RINEF BT Defined benefit obligations 33 927,991 1,088,433

HEt3EREBE Other non-current liabilities 34 1,095,332 1,088,610

EREEEETE Total non-current liabilities 14,784,928 12,255,468

EEFE NET ASSETS 90,182,333 94,984,266

i EQUITY

AREEE ABLER Equity attributable to owners of

the Company
[N Share capital 35 27,241,289 27,241,289
i Reserves 22,318,130 23,740,198
49,559,419 50,981,487
IR E = Non-controlling interests 37 40,622,914 44,002,779
MR TOTAL EQUITY 90,182,333 94,984,266
HER FEE
Bai Xiaosong Weng Jingwen
g E2F
Director Director
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HE-Z-_—_F+_-_A=+—HLIF/E Fortheyearended 31 December 2022

ARERE AR
Attributable to owners of the Company
kR nE EX FER
RE  EAGE BHEE  AHBE  ERRE RERE  HHER @it Bt
Statutory Property  Exchange Non-
Share Capital surplus Merger revaluation fluctuation Other  Retained controlling
capital  reserve  reserve  feserve  reseve  feserve reserve eanings Total interests
EBTR ABTR 8T 8T 8T TR B8R BETR B8R BETR R8T
HKS 000 HKS 000 HKs 000 HKS 000 HKS 000 HKS 000 HKS 000 HKS 000 HK 000 HKS 000 HKS 000
RZFZZF-F-H  At1January 2022 27,241,289 (6,570,670) 150,883 (513,534) 502,994 1,924,801 377 28,246,067 50,981,487 44,002,779 94,984,266
EWM‘J Profitfor the year - - - - - - - LUTAN 4047412 3695899 7843311
FRAMZENE - Other comprehensive income
for the year:
BEBNEBELD  Bxchange differences on translation
ERER of foreign operations - - - - - (4991,523) - - (4991,523) (4,191312) (9,182,835
FEFHAEOBHN  Remeasurement gain ona
fElE defined benefit plan - - - - - - 16,325 - 16,325 3411 19,736
EEERENERER  Gain on revaluation of property,
% BMERREN  plantand equipment upon transfer
W RHRE to investment properties, net of tax - - - - 52,853 - - - 52,853 - 52,853
ERRENRLE Total comprehensive income
for the year - - - - 52,853 (4,991,523 16325 4147412 (774933)  (492,002) (1,266,935)
FEhER A Capital contribution from
non-controlling interests - 272815 - - - - - - 272,815 609,696 882,511
SRRESRAAN  Capitel reduction by
non-controlling interests - - - - - - - - - (1,007,600) (1,007,600)
EinERERN Issuance of financia instruments
SRIA classified as equity - - - - - - - - - 3358440 3358440
BEAEAERN Redemption of financial instruments
SRIE dlassified as equity - - - - - - - - - (3,385,052 (3,385,052)
BEWELEMRNG ™ Repurchase of shares of subsidiaries** - (36,296) - - - - = (1083) (37339  (446,105)  (483,444)
NRBEEORAIRE  Equitysettled restricted share
SRR E (R 36) incentive scheme (Note 36) - 58,050 - - - - - - 58,050 58,152 116,202
WEEMB LA (M5E39)  Acouisitions of subsiciaries (Note 39) = = = = = = = = - 410810 410810
HE-HHBATMTE  Effects on disposal of a subsidiary
(Hizk40) (Note 40) - - - - - - - - - 5,845 5,845
WEEnREs Acquisitions of non-controling interests - 1,716 - - - - = = 1716 (331981)  (330,265)
SRZZE2-FXRHHE 2021 final dividend declared (Note 13)
(FizE13) - - - - - - - (W31 (937) - (3m)
AEEABAEENEE  Distributions to holders of financial
TABEE(EIT)  instruments dlassified as equity
(Note 37) - - - - - - - - - (95,961) (95,961)
RAEREESERE  Dividend declared to non-controling
shareholders - - - - - - - - - (2064,107) (2,064,107)
R-E--F At 31 December 2022
TZA=t-8 27201289 (6274,385)¢  150,883*  (513534)¢  555847* (3,067,442)* 16,702% 31,450,059+ 49,559419 40,622,914 90,182,333

* ZERBREERA VBN /R % Pﬂ Z ﬁ,-r SRt These reserve accounts comprise the consolidated reserves of HK$22,318,130,000

1% 7% % 22,318,130,000 7T (= LB (2021: HK$23,740,198,000) in the consolidated statement of financial position.
23,740,198,0007T) °

o R-E-—F . AQAFRINBARIREZRE In 2022, Jiangzhong Pharmaceutical Co., Ltd. (“Jiangzhong Pharmaceutical”),

BERAT (IhBE|) = EEmuEEiRng China Resources Double-Crane Pharmaceutical Co., Ltd. (“CR Double-Crane”),
BAT ([EHeEeE ) REE= N ERGeER and China Resources Sanjiu Medical & Pharmaceutical Co., Ltd. (“CR Sanjiu”),
NEL (TS A )) 8t b BR A 4 ) IR ol 1 R = subsidiaries of the Company, repurchased its shares for equity-settled restricted
S B (3 B ELRR 1 o share incentive scheme.
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EfffE B HtEE 3 30

Statutory Property  Exchange Non-
Share Capital surplus Merger  revaluation ~fluctuation Other Retained controlling Total
capital reserve reserve reserve reserve reserve feserve  eamings interests equity

LS BT BT BETTL AETTL AT BT BB BB AETT LAl
HKS 000 HKS 000 HKS 000 HK 000 HK 000 K 000 K 000 K 000 HKS 000 HKS 000 HKS 000
RZE--£-F-H At 1 January 2021 271241289 (6,657,764) 150,883 (513,534) 486,376 515,239 16257 25231080 46469826 33559618 80,029,444
FRgH| Profit for the year - - - - - - - 3,768,889 3,768,889 2878517 6,647,406
EREp2ENE: Other comprehensive income
for the year:
RERNEBELD Exchange differences on translation of
EXZE foreign operations - - - - - 1,408,842 - - 1,408,842 1,100,769 2,509,611
FER BB Remeasurement loss on a
iTEER defined benefit plan - - - - - - (15,880) - (15:880) (11,26) (27,108)
EREREMEBER  Gainon revaluation of property,
VERTE plant and equipment upon transfer to
i - NRHE investment propertes, net of tax - - - - 16,618 - - - 16,618 - 16,618
ERRENEEE Total comprehensive income for the year - - - - 16618 140884 (15880) 3768889 5178469 3968060 9146529
FiERERE Capital contrbution from
non-controling interests - 102,657 - - - - - - 102,657 233,061 335718
BOHBARRG Repurchase of shares of a subsidiary* - (17,654) - - - - - - (17,654) (69,107) (86,761)
DREEERRHERE  Equitysettled restricted share
SR (3 36) incentive scheme (Note 36) - JEl - - - - - - 3 703 1434
WERBAF (M39)  Acquisitions of subsiciaries (Note 39) - - - - - - - - - TM31531 7431531
HE/HENBLANTE  Hiects on disposalideregistration
of subsidiaries - - - - - - - - - (1171 (11,17)
iR Acquisitions of non-controling interests - 1,295 - - - - - - 1,295 (26,662) (25367)
TEEERHEZSS  Partial disposals of interests in
HENBLER subsiciaries without losing control - 65 - - - - - - 65 12,206 12271
ER-FTERMRE 2020 final didend declared (Note 13)
(H&13) - - - - - - - (753,902) (753,902) - (753,902)
ARENRRERY Distributions to holders of financial
SHIREBZ (M) instruments dassified as equity
(Note 37) - - - - - - - - - (161,266) (161,266)
HAEEREREERE  Dividend declared to non-controling
shareholders - - - - - - - - - (934,194 (934,194)
WZ3=-% At 31 December 2021
T-A=t-B 27241289 (6,570,670) 150,883 (513,534) 502,99 1,924,081 377 28246067 50981487 44,002,779 94,984,266

* RZZEZ—FEtAEZZT=—FN\A Apra = From July 2021 to August 2021, Jiangzhong Pharmaceutical , a subsidiary of the
Z MR RNT R EEZE B E 1.00% Bk G © Company, repurchased 1.00% of its shares.
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HE-Z-_F+=-A=+—HILFE Fortheyear ended 31 December 2022

2022 2021

e AR AR
Notes HK$’000 HK$'000
RETHMBRERE CASH FLOWS FROM OPERATING
ACTIVITIES
B 35 Al A Profit before tax 9,855,713 8,408,432
BRI B IEFE Adjustments for:
ERA Finance costs 8 2,853,993 2,744,681
DEEE RN T RE SR E R Share of profits of associates and
joint ventures (388,644) (313,597)
5F'J BUYA Interest income 8 (833,876) (729,329)
BUA Dividend income 9 17) (2,217)
Hj Y BB REREEE S Loss/(Gain) on disposal of items of
B8, (Wzs) B HE property, plant and equipment, net 7 958 (6,439)
HE /T T A R ek Gain on disposal/deregistration of
subsidiaries 7 (401,627) (3,174)
BARBEFABZANESHMEE  Fair value changes of financial assets at
MAREEE fair value through profit or loss 7 (20,421) (147,817)
WEMERAREEBEE Fair value changes of investment
properties 7 143,017 (18,920)
BIEERZ AR EEFAEM Expenses relating to derecognition of
2HNFETERE S EYGRIA trade and bills receivables measured at
REWEERHER fair value through other comprehensive
income 7 532,884 544,698
ME - BERRENTE Depreciation of property, plant and
equipment 9 1,965,161 1,750,160
FREEERE Depreciation of right-of-use assets 9 676,097 719,131
BT EERE Amortisation of intangible assets 9 510,892 352,599
REFEERRANREEE Impairment loss recognised on
intangible assets 7 18,107 663
BEAEEERERNREES Impairment loss recognised on
right-of-use assets 7 20,986 20,653
B S EWFIEERARERE - Impairment loss recognised on trade
R receivables, net 7 601,268 455,813
LE A FE U FUBHE R A RERSE 0 Impairment loss recognised on other
R receivables, net 7 86,741 101,123
MWE - BMEMEBEEBBERN  Impairment loss recognised on items of
BB E1E property, plant and equipment 7 123,698 139,288
S N A i s FE R AR E Impairment recognised on interests in
associates 7 205,495 23,025
REERRNBEEE Impairment loss recognised on goodwill 7 94,940 123,752
BT 48 B Government grants (108,800) (107,395)
T R R E T E R B Allowance for slow-moving and obsolete
inventories 9 107,005 498,870
LA R #E 45 B 60 PR 1) 14 A 52 8 ED Equity-settled restricted share incentive
FHEIR scheme expense 36 116,202 1,434
16,159,772 14,555,434
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2022 2021

e AR BETFRE
Notes HK$000 HK$'000

FE®EM Increase in inventories (2,635,656) (3,410,712)
B 5 I H fth fE R IA S 1N Increase in trade and other receivables (7,600,866) (4,727,305)
JiE K 88 Bt 5 SR IEE N Increase in amounts due from related parties (421,874) (470,326)
B 5 I H At P& - FRIE S 0 Increase in trade and other payables 9,363,317 7,536,548
AR BEEN Increase in contract liabilities 813,981 894,117
JRE 1t BB 5 R38Rt A>), /18 0 (Decrease)/Increase in amounts due to

related parties (460,664) 485,172
HindEmen & @& Old), 18 (Decrease)/Increase in other non-current

liabilities (176,022) 1,831
JE T SEYE AR AE RS FR B L i, (Rl 4>)  Increase/(Decrease) in amounts due to

non-controlling interests 182,986 (9,007)
REFMBRE Cash generated from operations 15,224,974 14,855,752
EAPIEH Income tax paid (2,593,945) (2,013,249)
KETHAERESREFHE Net cash flows from operating activities 12,631,029 12,842,503
REFZHFEBRERE CASH FLOWS FROM INVESTING

ACTIVITIES
HEME  WMEMKMEBEAE  Proceeds from disposal of items of property,
KIE plant and equipment 84,903 143,711

HEEMREBESREENSHKIE  Proceeds from disposal of other current

financial assets 32,509,263 25,110,803
& mEEEMEHIE Proceeds from disposal of intangible assets 51,051 -
HE B A A Disposal of subsidiaries 40 497,217 234,112
EEMIRITHEREBFRE Net changes in pledged bank deposits 1,356,000 (1,043,781)
SR EYS) Interest received 833,939 1,015,403
B UERE E AR B R A Dividend received from unlisted equity

investments 17 2,217
B YR B & A AR S Dividend received from associates 37,692 16,019
MBS A BMEE () B3R Repayment/(Advances) of advancements to

associates 1,722,080 (656,041)
Wi B IR A #66 B Receipt of government grants 129,660 242,772
ENME  BMEEKEBEERE  Deposits for items of property, plant and

equipment 45,593 (247,905)
ENELEEZS Deposits for intangible assets 101,856 (104,194)
BEME BELZKEEER Purchase of items of property, plant and

equipment (2,843,327) (2,166,682)
BEELEE Purchase of intangible assets (508,822) (497,612)
BEERAREE Purchase of right-of-use assets (133,836) (129,246)
WEHEB AR IRENEE Acquisitions of subsidiaries, net of cash paid 39 (476,212) (1,536,266)
HEBERAAREEDRE Disposal of associates and joint ventures 16,334 337
HEREERFIREEDRE Investments in associates and joint ventures (123,693) (1,093,770)
BEHEMRBSREE Purchases of other current financial assets (30,722,938) (28,280,052)
X IRIERE S Payments for equity investment (2,923,858) -
YBEFEWRENEB AT ZIE  Payments for acquisitions of subsidiaries in

prior years (598,568) (200,626)

138 2022 FH ERBHEEEERAF



2022 2021

Consolidated Statement of Cash Flows

[m

=N
N

i/mgﬁ

HE-Z-_F+=-A=+—HILFE Fortheyear ended 31 December 2022

B 5 BT T BT
Notes HK$'000 HK$'000
RETHFFANRERETRE Net cash flows used in investing
activities (945,649) (9,190,801)
RMETHMERERE CASH FLOWS FROM FINANCING
ACTIVITIES
RITIE KPS FRIE Proceeds from bank borrowings 100,197,349 88,383,277
BITEFEHIE Proceeds from issuances of bonds 31 2,462,080 2,995,750
8t/ (E8)PEIERARER  Advances/(Repayment) of loans to
intermediate holding companies 2,677,840 (2,201,657)
?”‘ﬂ DA AZBSEFE  Proceeds from issue of perpetual securities
KIE classified as equity 37 3,358,440 -
e @ SlERERNEMIA Redemption of financial instruments
classified as equity 37 (3,385,052) -
IR FEE Capital contribution from non-controlling
interests 882,511 347,989
FE1% AR 2 AR A IR Capital reduction by non-controlling
interests (1,007,600) -
EERITER Repayment of bank borrowings (105,919,615) (79,915,506)
BEENES Repayment of bonds payable (1,162,791) (5,033,816)
RIBES (BE) FriEsE Proceeds (repayment of)/from factoring
business (632,629) 1,226,012
SHHEEaE Payments of lease liabilities 17 (623,752) (691,061)
RERERBR Advances from related parties (2,328,711) 2,523,322
ERHE Interest paid (2,603,963) (2,655,706)
BEARE Dividend paid (942,377) (753,902)
BB Bl Y B 2 R Ak (9 Repurchase of shares of subsidiaries (483,444) (86,761)
B IR AR R AR B Dividends paid to non-controlling
shareholders (2,218,939) (1,132,566)
BEES (FrA),  FIBRERE  Net cash flows (used in)/from
R financing activities (11,730,653) 3,005,375
BeENBEFEWORD), I Net (decrease)/increase in cash and
R cash equivalents (45,273) 6,657,077
m—H—H E’]ﬁ%&ﬁ@%@% Cash and cash equivalents at 1 January 17,525,885 11,231,497
INEEREBHTE  F5 Effect of foreign exchange rate changes, net (429,257) (362,689)
FRASRREZEY CASH AND CASH EQUIVALENTS AT
END OF YEAR 17,051,355 17,525,885
REeERASEBYWHERIN ANALYSIS OF BALANCES OF CASH AND
CASH EQUIVALENTS
EUBIRREANARE SR Cash and bank balances as stated in the
RITAEER consolidated statement of financial
position 26 17,042,657 17,513,134
=MAREPOZRHELFI Restricted time deposits with maturity
less than three months 26 8,698 12,751
REREXMTHE LIRS ZEEY Cash and cash equivalents as stated in the
statement of cash flows 17,051,355 17,525,885
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CORPORATE AND GROUP INFORMATION

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

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

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

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

AL/ BRAZER/
BB YES EfRA RAREERER AL TEEH
Place of incorporation/ Issued ordinary/ Percentage of equity interest
registration and business  registered share capital attributable to the Company Principal activities
2022 2021
EEREERERLA HE/HEA AR 15,000,000,000 7 100% 100% REZR
(rEEBEER)) (M2 QM0)
China Resources Pharmaceutical PRC/Mainland China RMB15,000,000,000 100% 100%  Investment holding
Holdings Limited Company
("CR Pharmaceutical Holdings")
(Note (2)(c))
EREERABRAA HE/HEA AR3,500,000,0007T 100% 100% REZR
(EEBERE]) (FEQWb)
China Resources Pharmaceutical PRC/Mainland China RMB3,500,000,000 100% 100%  Investment holding
Investment Company Limited
("CR Pharmaceutical Investment”)
(Note (2)(b)
BN WEORQI) HE/HEA A 988,346,000 62.99% 6360% EREEREE
CR Sanjiu (Notes (1) and (2)(d)) PRC/Mainland China RMB988,346,000 62.99% 63.60%  Manufacturing and sale of
pharmaceutical products
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NAEIREEER () 1.

CORPORATE AND GROUP INFORMATION
(continued)
Information about subsidiaries (continued)

BEENBLRNER (F)

HfEL/ BRTEER

Bl ES EHHWS ARFEERERDL TEEH

Place of incorporation/ Issued ordinary/ Percentage of equity interest

registration and business  registered share capital attributable to the Company Principal activities
2022 2021

ZERMME (W Q) hE/TEA ARE 422,771,675 56.62% 56.62%  BERR

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

RAMBRAGRAR(RAME])  H&E/ PEAY AR 654,021,537 231% 031% EpLEREE
(M=) Q) RE)

Dong-E-E-Jiao Company Limited PRC/Mainland China RMB654,021,537 2231% 2231%  Manufacturing and sale of
("Dong-E-E-Jiao") pharmaceutical products
(Notes (1), (2)(d) and (3))

IRBEEEERELL hE/TEA AR2,320,000,0007 100% 100% RAZRK
(3£ 2)a))

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

EHIPEEEREALT hE/TEA AR¥ 252,401,045 51.34% 51% BREEREE
(rEBIrEE]) (FHEb)

China Resources Jiangzhong PRC/Mainland China RMB252,441,045 51.34% 51%  Manufacturing and sale of
Pharmaceutical Group Co., Ltd. pharmaceutical products
("CR Jiangzhong Group”) (Note (2)(b))

TRER (MM QdRE) hE/TEA AR %629,581958 T 2.11% 295% EREERHE

Jiangzhong Pharmaceutical PRC/Mainland China RMB629,581,958 22.11% 21.95%  Manufacturing and sale of
(Notes (1), (2)(d) and (3)) pharmaceutical products

ZEEBWE(RQI) hE/TEA ARE1,043,154,3107 59.99% 59.99% EREERHEE
CR Double-Crane PRC/Mainland China RMB1,043,154,310 59.99% 59.99%  Manufacturing and sale of
(Notes (1) and (2)(d)) pharmaceutical products

EEBEBZEEARLA hE/ TR AR 15,000,000,000 7T 100% 100% #mEE
(rEEBEEx)) (HEQb)

China Resources Pharmaceutical PRC/Mainland China RMB15,000,000,000 100% 100%  Trading of pharmaceutical
Commercial Group Co., Ltd. products
(“CR Pharmaceutical Commercial”)

(Note (2)(b)
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1. REAIREEEH (&) 1. CORPORATE AND GROUP INFORMATION
(continued)
EEMBARMNER (F) Information about subsidiaries (continued)
HfEL/ BRTERER
Bl ES EHHWS RAREERER AL TEEH
Place of incorporation/ Issued ordinary/ Percentage of equity interest
registration and business  registered share capital attributable to the Company Principal activities
2022 2021
RIEB=NBEESERAA e/ TR AR 60,000,000 7 62.99% 6360% EREE
(b))
Shenzhen Huarun Sanjiu Medicine PRC/Mainland China RMB60,000,000 62.99% 63.60%  Sale of pharmaceutical
Trading Co., Ltd. (Note (2)(b)) products
RNERNHTEXERRA hE/TEA AR¥497,019,0007T 62.99% 6360% EREE
(HEQb)
Shenzhen Huarun Jiuxin Pharmaceutical ~ PRC/Mainland China RMB497,019,000 62.99% 63.60%  Manufacturing of
Co., Ltd. (Note (2)(b)) pharmaceutical products
ZRURBEARADMNEQW)  HE/PEAKR ARH1,572,860,000 70 100% 100% EpEE
China Resources Shandong PRC/Mainland China RMB1,572,860,000 100% 100%  Sale of pharmaceutical
Pharmaceutical Co., Ltd. (Note (2)(b)) products
ZEREREARADMNEQW)  FE/PEAKY AR 1,004,100,00070 100% 100% EpEE
China Resources Liaoning PRC/Mainland China RMB1,004,100,000 100% 100%  Sale of pharmaceutical
Pharmaceutical Co., Ltd. (Note (2)(b)) products
ZETRREARADMNEQW)  FE/PEAK AR%2,191,49,800 7T 100% 100% EREE
China Resources Henan PRC/Mainland China RMB2,191,496,800 100% 100%  Sale of pharmaceutical
Pharmaceutical Co., Ltd. (Note (2)(b)) products
RELREEEREALA e/ TEA AR 82,608,7007 59.99% 59.99% EmEERHE
(HEQb)
Double-Crane Pharmaceutical PRC/Mainland China RMB82,608,670 59.99% 59.99%  Manufacturing and sale of
(Anhui) Co., Ltd. (Note (2)(b)) pharmaceutical products
FREBEREEEREELA hE/ TR ARH59,327,09% T 59.99% 59.99% EREE
(FF3E(2)(b))
Double-Crane (Beijing) Pharmaceutical ~ PRC/Mainland China RMB59,327,096 59.99% 59.99%  Sale of pharmaceutical
Management Co., Ltd. (Note (2)(b)) products
ZEERBEARLA(WEQL)  HE/HERS AR 223,100,000 100% 100% EpEE
China Resources Nantong PRC/Mainland China RMB223,100,000 100% 100%  Sale of pharmaceutical
Pharmaceutical Co., Ltd. (Note (2)(b)) products
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RAREEER (F) 1. CORPORATE AND GROUP INFORMATION
(continued)
EEMBARMNER (F) Information about subsidiaries (continued)
HfEL/ BRTEER
Bl ES EHHWS ARFEERERDL TEEH
Place of incorporation/ Issued ordinary/ Percentage of equity interest
registration and business  registered share capital attributable to the Company Principal activities
2022 2021
ZETLBEARAR(WEQL)  HE/HERS AR¥ 553,216,707 100% 100% Ep#EE
China Resources Hebei Pharmaceutical ~ PRC/Mainland China RMB553,216,707 100% 100%  Sale of pharmaceutical
Co., Ltd. (Note (2)(b)) products
ZRIHBEARLA(WEQL)  HE/HERS ARH1,762,970,0007 100% 100% EpEE
China Resources Jiangsu Pharmaceutical ~ PRC/Mainland China RMB1,762,970,000 100% 100%  Sale of pharmaceutical
Co., Ltd. (Note (2)(b)) products
ERECR (IR BEERAT hE/TEA AR 246,620,000 7T 100% 100% EmHE
(FF3E (2)(b))
China Resources Purenhong (Beijing) PRC/Mainland China RMB246,620,000 100% 100%  Sale of pharmaceutical
Pharmaceutical Co., Ltd. (Note (2)(b)) products
ZRRZBEARLAA(MEQL)  HE/HERS AR 842,120,000 100% 100% EpEE
China Resources Tianjin Pharmaceutical  PRC/Mainland China RMB842,120,000 100% 100%  Sale of pharmaceutical
Co., Ltd. (Note (2)(b)) products
EERLBEERLA hE/TEA AR 352,000,000 7 60% 60% EmiE
(FERMLEE]) (M)
China Resources Hubei Pharmaceutical ~ PRC/Mainland China RMB352,000,000 60% 60%  Sale of pharmaceutical
Co., Ltd. ("CR Hubei Pharmaceutical”) products
(Note (2)(b)
ERNHENEEERRA hE/TEA A&H220,000,00070 100% 100% EmHE
(FiF3E (2)(b))
China Resources Hunan Shuangzhou PRC/Mainland China RMB220,000,000 100% 100%  Sale of pharmaceutical
Pharmaceutical Co., Ltd. (Note (2)(b)) products
FEERBEERLA hE/ TR AR 405,755,000 7T 70% 0% EaHE
(rEEEREE]) (I3 20)
China Resources Guangdong PRC/Mainland China RMB405,755,000 70% 70%  Sale of pharmaceutical
Pharmaceutical Co., Ltd. products
("CR Guangdong Pharmaceutical”)
(Note (2)(a)
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1. XAREEEHR (B) 1. CORPORATE AND GROUP INFORMATION
(continued)
BB ARINER (& nformation about subsidiaries (continue
BEEWE A RNER (&) Inf t bout subsid (continued)
HREL/ BRTLER/
Bl ES EfRA ARFEERERDL TEEH
Place of incorporation/ Issued ordinary/ Percentage of equity interest
registration and business  registered share capital attributable to the Company Principal activities
2022 2021

ZERE(LE)BRAA(MEQL) +&E/PEAK ARH70,000,0007 0% 0% EnHE

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

ERNmRREEERAA hE/TEA AR 151,000,000 7T 51% 51% Em#E
(FF3E (2)(b))

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

ZHERBEARLA(MEQL)  HE/HERY AR% 219,630,000 100% 100% EpEE

China Resources Qingdao PRC/Mainland China RMB219,630,000 100% 100%  Sale of pharmaceutical
Pharmaceutical Co., Ltd. (Note (2)(b)) products

ZEEMBEARLA(WEQL)  HE/HERS AR 400,000,00070 100% 100% EpEE

China Resources Jilin Pharmaceutical PRC/Mainland China RMB400,000,000 100% 100%  Sale of pharmaceutical
Co., Ltd. (Note (2)(b)) products

FRENERBEEREALA e/ TEA AR 30,000,000 7 59.99% 59.99% EREE
(FF3E (2)(b))

Beijing Saike Changsheng PRC/Mainland China RMB30,000,000 59.99% 59.99%  Sale of pharmaceutical
Pharmaceutical Company Ltd. products
(Note (2)(b)

EENE(LE) BEERARA hE/TEA AR%51,000,0007C 60% 60% EREE
(FF3E (2)(b))

China Resources Xinlong (Shanxi) PRC/Mainland China RMB51,000,000 60% 60%  Sale of pharmaceutical
Pharmaceutical Co., Ltd. (Note (2)(b)) products

ERERENEXERRA hE/TEA AR 88,067,000 62.99% 63.60% EREE
(FF3E (2)(b))

China Resources Shenghuo PRC/Mainland China RMBB8,067,000 62.99% 63.60%  Manufacturing of
Pharmaceutical Holdings, Inc. pharmaceutical products
(Note (2)(b)

YRR (80 BREMLE hE/TEA AR 150,000,000 7T 59.99% 59.99% EREE
(FF3E (2)(b))

Double-Crane Pharmaceutical (Hainan) ~ PRC/Mainland China RMB150,000,000 59.99% 59.99%  Manufacturing of
Co., Ltd. (Note (2)(b)) pharmaceutical products
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RAREEER (F) 1. CORPORATE AND GROUP INFORMATION
(continued)
EEMBARMNER (F) Information about subsidiaries (continued)
HfEL/ BRTEER
Bl ES EHHWS ARFEERERDL TEEH
Place of incorporation/ Issued ordinary/ Percentage of equity interest
registration and business  registered share capital attributable to the Company Principal activities
2022 2021
Bk (B REBRA hE/ TR ARHS1,000,0007 62.99% 63.60% EREE
(MRGsE]) (M3 )( )
Aonuo (China) Pharmaceutical Co.,Ltd. ~ PRC/Mainland China RMB51,000,000 62.99% 63.60%  Manufacturing of
("Aonuo Pharmaceutical”) (Note (2)(b)) pharmaceutical products
ZEBRED(WE()RQI) hE/TEA AR¥504,248,738 T 29.28% 886% EREE
CR Boya Bio-pharmaceutical PRC/Mainland China RMB504,248,738 29.28% 28.86%  Manufacturing of
(Notes (1) and (2)(d)) pharmaceutical products
BRENNBEREARA hE/TEA AR 1600,000,0007C 30.06% - EpWRoEE-
(HFEE Q)b 2 3)) EERHE
Shenzhou Biology & Technology PRC/Mainland China RMB600,000,000 30.06% - Research and development,
Co., Ltd. (Notes (2)(b) and (3)) production and sale of
pharmaceutical products
Bisr Notes:
o) iE}Fﬁ:j‘L EXOlal e E S L Dk (1) CR Sanjiu, Dong-E-E-Jiao and CR Boya Bio-pharmaceutical are listed on
REYBES ST MEEEER the Shenzhen Stock Exchange, and CR Double-Crane and Jiangzhong
ST T FEEAT S L o Pharmaceutical are listed on the Shanghai Stock Exchange.
) MBI E QTN EREEET 2) For those subsidiaries established in the PRC, their legal entity types are as
mr follows:
(a) hANS B AL AT (a) Sino-foreign equity joint venture
(b) FBEREERQA (b)  Limited liability company
(© SNEIBE AT (o] Wholly foreign owned enterprise
d BHERAT (d)  Joint-stock limited company
3) RAFRBIETEHBAT Y ST (3) These entities are accounted for as subsidiaries by virtue of the Company’s
EREE  BEEAMBAT - control over them through non-wholly-owned subsidiaries.
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2.1

CORPORATE AND GROUP INFORMATION
(continued)

Information about subsidiaries (continued)

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

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

BASIS OF PREPARATION

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

Basis of consolidation

The consolidated financial statements include the financial statements
of the Company and its subsidiaries (collectively referred to as the
“Group”) for the year ended 31 December 2022. A subsidiary is an
entity (including a structured entity), directly or indirectly, controlled
by the Company. Control is achieved when the Group is exposed, or
has rights, to variable returns from its involvement with the investee
and has the ability to affect those returns through its power over the
investee (i.e., existing rights that give the Group the current ability to
direct the relevant activities of the investee).

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

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

(b)  rights arising from other contractual arrangements; and

(¢)  the Group's voting rights and potential voting rights.
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BASIS OF PREPARATION (continued)

Basis of consolidation (continued)

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

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

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

If the Group loses control over a subsidiary, it derecognises (i) the
assets (including goodwill) and liabilities of the subsidiary, (ii) the
carrying amount of any non-controlling interest and (iii) the cumulative
translation differences recorded in equity; and recognises (i) the fair
value of the consideration received, (i) the fair value of any investment
retained and (iii) any resulting surplus or deficit in profit or loss.
The Group's share of components previously recognised in other
comprehensive income is reclassified to profit or loss or retained profits,
as appropriate, on the same basis as would be required if the Group
had directly disposed of the related assets or liabilities.
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2.2 CHANGES IN ACCOUNTING POLICIES AND
DISCLOSURES

The Group has adopted the following revised HKFRSs for the first time
for the current year’s financial statements.

Amendments to HKFRS 3

Amendments to HKAS 16

Amendments to HKAS 37

Annual Improvements to
HKFRSs 2018-2020

Reference to the Conceptual Framework

Property, Plant and Equipment:
Proceeds before Intended Use

Onerous Contracts — Cost of Fulfilling
a Contract

Amendments to HKFRS 1, HKFRS 9,
lllustrative Examples accompanying
HKFRS 16, and HKAS 41

The nature and the impact of the revised HKFRSs that are applicable to
the Group are described below:

(a)

Amendments to HKFRS 3 replace a reference to the previous
Framework for the Preparation and Presentation of Financial
Statements with a reference to the Conceptual Framework for
Financial Reporting (the “Conceptual Framework”) issued in
June 2018 without significantly changing its requirements. The
amendments also add to HKFRS 3 an exception to its recognition
principle for an entity to refer to the Conceptual Framework to
determine what constitutes an asset or a liability. The exception
specifies that, for liabilities and contingent liabilities that would
be within the scope of HKAS 37 or HK(IFRIC)-Int 21 if they
were incurred separately rather than assumed in a business
combination, an entity applying HKFRS 3 should refer to HKAS
37 or HK(IFRIC)-Int 21 respectively instead of the Conceptual
Framework. Furthermore, the amendments clarify that contingent
assets do not qualify for recognition at the acquisition date. The
Group has applied the amendments prospectively to business
combinations that occurred on or after 1 January 2022. As there
were no contingent assets, liabilities and contingent liabilities
within the scope of the amendments arising in the business
combination that occurred during the year, the amendments did
not have any impact on the financial position and performance of
the Group.
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2.2 CHANGES IN ACCOUNTING POLICIES AND
DISCLOSURES (continued)

(b)

Amendments to HKAS 16 prohibit an entity from deducting
from the cost of an item of property, plant and equipment any
proceeds from selling items produced while bringing that asset
to the location and condition necessary for it to be capable of
operating in the manner intended by management. Instead, an
entity recognises the proceeds from selling any such items, and
the cost of those items as determined by HKAS 2 Inventories,
in profit or loss. The Group has applied the amendments
retrospectively to items of property, plant and equipment made
available for use on or after 1 January 2021. Since there was no
sale of items produced prior to the property, plant and equipment
being available for use, the amendments did not have any impact
on the financial position or performance of the Group.

Amendments to HKAS 37 clarify that for the purpose of assessing
whether a contract is onerous under HKAS 37, the cost of
fulfilling the contract comprises the costs that relate directly to
the contract. Costs that relate directly to a contract include both
the incremental costs of fulfilling that contract (e.g., direct labour
and materials) and an allocation of other costs that relate directly
to fulfilling that contract (e.g., an allocation of the depreciation
charge for an item of property, plant and equipment used in
fulfilling the contract as well as contract management and
supervision costs). General and administrative costs do not relate
directly to a contract and are excluded unless they are explicitly
chargeable to the counterparty under the contract. The Group
has applied the amendments prospectively to contracts for which
it has not yet fulfilled all its obligations at 1 January 2022 and no
onerous contracts were identified. Therefore, the amendments
did not have any impact on the financial position or performance
of the Group.
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2.2 CHANGES IN ACCOUNTING POLICIES AND
DISCLOSURES (continued)

(d)

Annual Improvements to HKFRSs 2018-2020 sets out
amendments to HKFRS 1,
accompanying HKFRS 16, and HKAS 41.
amendments that are applicable to the Group are as follows:

HKFRS 9, Illustrative Examples
Details of the

HKFRS 9 Financial Instruments: clarifies the fees that an
entity includes when assessing whether the terms of a
new or modified financial liability are substantially different
from the terms of the original financial liability. These fees
include only those paid or received between the borrower
and the lender, including fees paid or received by either the
borrower or lender on the other’s behalf. The Group has
applied the amendment prospectively from 1 January 2022.
As there was no modification or exchange of the Group’s
financial liabilities during the year, the amendment did not
have any impact on the financial position or performance
of the Group.
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23 CEMEBEEARERZEBEH 2.3 ISSUED BUT NOT YET EFFECTIVE HONG
iR 2 A KONG FINANCIAL REPORTING STANDARDS

REEWENMBREPEAATEHM The Group has not applied the following new and revised HKFRSs, that
BERER T REIETT BBV BRE have been issued but are not yet effective, in these financial statements.

2R -

BRI BREER REERRGE Amendments to HKFRS 10 Sale or Contribution of Assets
F10RREAGE A= N T and HKAS 28 (2011) between an Investor and its
AR 285 BR] A ZEHEENE Associate or Joint Venture
(ZF——%) A

BB B ImEER E/RHEIZZHE Amendments to HKFRS 16 Lease Liability in a Sale and
E165RIBFI A HEERE? Leaseback?

BRI BREER wREEA A HKFRS 17 Insurance Contracts'

7%

BRI BREER S A= oA Amendments to HKFRS 17 Insurance Contracts'-5
FNTHBRIA

BRI EER BAERZBH K Amendment to HKFRS 17 Initial Application of HKFRS 17
F1TRIETA WERRE 175 and HKFRS 9 — Comparative

REBHEHE Information®
ERIE 9% —
HEERS

BERGHERE 1R BESERTE Amendments to HKAS 1 Classification of Liabilities as

BEIA I E Current or Non-current
([ZZE=FF (the “2020 Amendments”)**
SR

ERGHERE 1R LogE4:0] Amendments to HKAS 1 Non-current Liabilities with Covenants

EHEN FRBEE (the “2022 Amendments")?
([ZF=—%F
CHESE

ERGHEUNE1RR  SHHEIHE Amendments to HKAS 1 and Disclosure of Accounting Policies'
BRI BREER HKFRS Practice Statement 2
EBAEE2H
BEIA

ERGERIEST BEHEAT 2 EE Amendments to HKAS 8 Definition of Accounting Estimates'

fERTA

BERGTEANE 125

E—RGEHZ

Amendments to HKAS 12

Deferred Tax related to Assets and

BETA BERAEBH Liabilities arising from a Single
BEFE Transaction'
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2.3 ISSUED BUT NOT YET EFFECTIVE HONG

KONG FINANCIAL REPORTING STANDARDS
(continued)

! Effective for annual periods beginning on or after 1 January 2023

2 Effective for annual periods beginning on or after 1 January 2024
3 No mandatory effective date yet determined but available for adoption
4 As a consequence of the 2022 Amendments, the effective date of the

2020 Amendments was deferred to annual periods beginning on or after
1 January 2024. In addition, as a consequence of the 2020 Amendments
and 2022 Amendments, Hong Kong Interpretation 5 Presentation of
Financial Statements — Classification by the Borrower of a Term Loan
that Contains a Repayment on Demand Clause was revised to align the
corresponding wording with no change in conclusion

° As a consequence of the amendments to HKFRS 17 issued in October
2020, HKFRS 4 was amended to extend the temporary exemption that
permits insurers to apply HKAS 39 rather than HKFRS 9 for annual periods
beginning before 1 January 2023

6 An entity that chooses to apply the transition option relating to the
classification overlay set out in this amendment shall apply it on initial
application of HKFRS 17

Further information about those HKFRSs that are expected to be
applicable to the Group is described below.

Amendments to HKFRS 10 and HKAS 28 (2011) address an
inconsistency between the requirements in HKFRS 10 and in HKAS 28
(2011) in dealing with the sale or contribution of assets between an
investor and its associate or joint venture. The amendments require
a full recognition of a gain or loss resulting from a downstream
transaction when the sale or contribution of assets between an
investor and its associate or joint venture constitutes a business. For a
transaction involving assets that do not constitute a business, a gain
or loss resulting from the transaction is recognised in the investor's
profit or loss only to the extent of the unrelated investor’s interest in
that associate or joint venture. The amendments are to be applied
prospectively. The previous mandatory effective date of amendments to
HKFRS 10 and HKAS 28 (2011) was removed by the HKICPA in January
2016 and a new mandatory effective date will be determined after the
completion of a broader review of accounting for associates and joint
ventures. However, the amendments are available for adoption now.
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ISSUED BUT NOT YET EFFECTIVE HONG
KONG FINANCIAL REPORTING STANDARDS
(continued)

Amendments to HKFRS 16 specify the requirements that a seller-
lessee uses in measuring the lease liability arising in a sale and
leaseback transaction to ensure the seller-lessee does not recognise
any amount of the gain or loss that relates to the right of use it retains.
The amendments are effective for annual periods beginning on or
after 1 January 2024 and shall be applied retrospectively to sale and
leaseback transactions entered into after the date of initial application
of HKFRS 16 (i.e., 1 January 2019). Earlier application is permitted. The
amendments are not expected to have any significant impact on the
Group’s financial statements.

Amendments to HKAS 1 Classification of Liabilities as Current or Non-
current clarify the requirements for classifying liabilities as current or
non-current, in particular the determination over whether an entity
has a right to defer settlement of the liabilities for at least 12 months
after the reporting period. Classification of a liability is unaffected by
the likelihood that the entity will exercise its right to defer settlement
of the liability. The amendments also clarify the situations that are
considered a settlement of a liability. In 2022, the HKICPA issued the
2022 Amendments to further clarify that, among covenants of a liability
arising from a loan arrangement, only those with which an entity must
comply on or before the reporting date affect the classification of that
liability as current or non-current. In addition, the 2022 Amendments
require additional disclosures by an entity that classifies liabilities arising
from loan arrangements as non-current when it has a right to defer
settlement of those liabilities that are subject to the entity complying
with future covenants within 12 months after the reporting period. The
amendments are effective for annual periods beginning on or after 1
January 2024 and shall be applied retrospectively. Earlier application
is permitted. An entity that applies the 2020 Amendments early is
required to apply simultaneously the 2022 Amendments, and vice
versa. The Group is currently assessing the impact of the amendments
and whether existing loan agreements may require revision. Based on a
preliminary assessment, the amendments are not expected to have any
significant impact on the Group’s financial statements.
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(continued)

Amendments to HKAS 1 Disclosure of Accounting Policies require
entities to disclose their material accounting policy information rather
than their significant accounting policies. Accounting policy information
is material if, when considered together with other information included
in an entity’s financial statements, it can reasonably be expected
to influence decisions that the primary users of general purpose
financial statements make on the basis of those financial statements.
Amendments to HKFRS Practice Statement 2 provide non-mandatory
guidance on how to apply the concept of materiality to accounting
policy disclosures. Amendments to HKAS 1 are effective for annual
periods beginning on or after 1 January 2023 and earlier application
is permitted. Since the guidance provided in the amendments to
HKFRS Practice Statement 2 is non-mandatory, an effective date for
these amendments is not necessary. The Group is currently revisiting
the accounting policy disclosures to ensure consistency with the
amendments.

Amendments to HKAS 8 clarify the distinction between changes in
accounting estimates and changes in accounting policies. Accounting
estimates are defined as monetary amounts in financial statements
that are subject to measurement uncertainty. The amendments also
clarify how entities use measurement techniques and inputs to develop
accounting estimates. The amendments are effective for annual
reporting periods beginning on or after 1 January 2023 and apply to
changes in accounting policies and changes in accounting estimates
that occur on or after the start of that period. Earlier application is
permitted. The amendments are not expected to have any significant
impact on the Group’s financial statements.

Amendments to HKAS 12 narrow the scope of the initial recognition
exception in HKAS 12 so that it no longer applies to transactions that
give rise to equal taxable and deductible temporary differences, such as
leases and decommissioning obligations. Therefore, entities are required
to recognise a deferred tax asset (provided that sufficient taxable
profit is available) and a deferred tax liability for temporary differences
arising from these transactions. The amendments are effective for
annual reporting periods beginning on or after 1 January 2023 and
shall be applied to transactions related to leases and decommissioning
obligations at the beginning of the earliest comparative period
presented, with any cumulative effect recognised as an adjustment to
the opening balance of retained profits or other component of equity as
appropriate at that date. In addition, the amendments shall be applied
prospectively to transactions other than leases and decommissioning
obligations. Earlier application is permitted. The amendments are
not expected to have any significant impact on the Group’s financial
statements.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES

Investments in associates and joint ventures

An associate is an entity in which the Group has a long-term interest of
generally not less than 20% of the equity voting rights and over which
it is in a position to exercise significant influence. Significant influence is
the power to participate in the financial and operating policy decisions
of the investee, but is not control or joint control over those policies.

A joint venture is a type of joint arrangement whereby the parties that
have joint control of the arrangement have rights to the net assets of
the joint venture. Joint control is the contractually agreed sharing of
control of an arrangement, which exists only when decisions about the
relevant activities require the unanimous consent of the parties sharing
control.

The Group's investments in associates and joint ventures are stated in
the consolidated statement of financial position at the Group’s share of
net assets under the equity method of accounting, less any impairment
losses. Adjustments are made to bring into line any dissimilar
accounting policies that may exist.

The Group's share of the post-acquisition results and other
comprehensive income of associates and joint ventures is included in
the consolidated statement of profit or loss and consolidated statement
of comprehensive income, respectively. In addition, when there has
been a change recognised directly in the equity of the associate or
joint venture, the Group recognises its share of any changes, when
applicable, in the consolidated statement of changes in equity.
Unrealised gains and losses resulting from transactions between the
Group and its associates or joint ventures are eliminated to the extent
of the Group’s investments in the associates or joint ventures, except
where unrealised losses provide evidence of an impairment of the assets
transferred. Goodwill arising from the acquisition of associates or joint
ventures is included as part of the Group’s investments in associates or
joint ventures.

If an investment in an associate becomes an investment in a joint
venture or vice versa, the retained interest is not remeasured. Instead,
the investment continues to be accounted for under the equity method.
In all other cases, upon loss of significant influence over the associate or
joint control over the joint venture, the Group measures and recognises
any retained investment at its fair value. Any difference between
the carrying amount of the associate or joint venture upon loss of
significant influence or joint control and the fair value of the retained
investment and proceeds from disposal is recognised in profit or loss.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continued)

Investments in associates and joint ventures (continued)
When an investment in an associate or a joint venture is classified as
held for sale, it is accounted for in accordance with HKFRS 5 Non-
current Assets Held for Sale and Discontinued Operations.

Business combinations and goodwill

Business combinations are accounted for using the acquisition method.
The consideration transferred is measured at the acquisition date fair
value which is the sum of the acquisition date fair values of assets
transferred by the Group, liabilities assumed by the Group to the former
owners of the acquiree and the equity interests issued by the Group in
exchange for control of the acquiree. For each business combination,
the Group elects whether to measure the non-controlling interests
in the acquiree that are present ownership interests and entitle their
holders to a proportionate share of net assets in the event of liquidation
at fair value or at the proportionate share of the acquiree’s identifiable
net assets. All other components of non-controlling interests are
measured at fair value. Acquisition-related costs are expensed as
incurred.

The Group determines that it has acquired a business when the
acquired set of activities and assets include an input and a substantive
process that together significantly contribute to the ability to create
outputs.

When the Group acquires a business, it assesses the financial assets
and liabilities assumed for appropriate classification and designation
in accordance with the contractual terms, economic circumstances
and pertinent conditions as at the acquisition date. This includes the
separation of embedded derivatives in host contracts of the acquiree.

If the business combination is achieved in stages, the previously held
equity interest is remeasured at its acquisition date fair value and any
resulting gain or loss is recognised in profit or loss.

Any contingent consideration to be transferred by the acquirer
is recognised at fair value at the acquisition date. Contingent
consideration classified as an asset or liability is measured at fair value
with changes in fair value recognised in profit or loss. Contingent
consideration that is classified as equity is not remeasured and
subsequent settlement is accounted for within equity.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continued)

Business combinations and goodwill (continued)

Goodwill is initially measured at cost, being the excess of the aggregate
of the consideration transferred, the amount recognised for non-
controlling interests and any fair value of the Group’s previously held
equity interests in the acquiree over the identifiable assets acquired and
liabilities assumed. If the sum of this consideration and other items is
lower than the fair value of the net assets acquired, the difference is,
after reassessment, recognised in profit or loss as a gain on bargain
purchase.

After initial recognition, goodwill is measured at cost less any
accumulated impairment losses. Goodwill is tested for impairment
annually or more frequently if events or changes in circumstances
indicate that the carrying value may be impaired. The Group performs
its annual impairment test of goodwill as at 31 December. For the
purpose of impairment testing, goodwill acquired in a business
combination is, from the acquisition date, allocated to each of the
Group's cash-generating units, or groups of cash-generating units,
that are expected to benefit from the synergies of the combination,
irrespective of whether other assets or liabilities of the Group are
assigned to those units or groups of units.

Impairment is determined by assessing the recoverable amount of the
cash-generating unit (group of cash-generating units) to which the
goodwill relates. Where the recoverable amount of the cash-generating
unit (group of cash-generating units) is less than the carrying amount,
an impairment loss is recognised. An impairment loss recognised for
goodwill is not reversed in a subsequent period.

Where goodwill has been allocated to a cash-generating unit (or group
of cash-generating units) and part of the operation within that unit is
disposed of, the goodwill associated with the operation disposed of is
included in the carrying amount of the operation when determining
the gain or loss on the disposal. Goodwill disposed of in these
circumstances is measured based on the relative value of the operation
disposed of and the portion of the cash-generating unit retained.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continued)

Fair value measurement

The Group measures its investment properties and equity investments
at fair value at the end of each reporting period. Fair value is the price
that would be received to sell an asset or paid to transfer a liability in
an orderly transaction between market participants at the measurement
date. The fair value measurement is based on the presumption that the
transaction to sell the asset or transfer the liability takes place either
in the principal market for the asset or liability, or in the absence of
a principal market, in the most advantageous market for the asset
or liability. The principal or the most advantageous market must be
accessible by the Group. The fair value of an asset or a liability is
measured using the assumptions that market participants would use
when pricing the asset or liability, assuming that market participants act
in their economic best interest.

A fair value measurement of a non-financial asset takes into account
a market participant’s ability to generate economic benefits by using
the asset in its highest and best use or by selling it to another market
participant that would use the asset in its highest and best use.

The Group uses valuation techniques that are appropriate in the
circumstances and for which sufficient data are available to measure fair
value, maximising the use of relevant observable inputs and minimising
the use of unobservable inputs.

All assets and liabilities for which fair value is measured or disclosed in
the financial statements are categorised within the fair value hierarchy,
described as follows, based on the lowest level input that is significant
to the fair value measurement as a whole:

Level 1 —  based on quoted prices (unadjusted) in active markets
for identical assets or liabilities

Level 2 —  based on valuation techniques for which the lowest level
input that is significant to the fair value measurement is
observable, either directly or indirectly

Level 3 —  based on valuation techniques for which the lowest level

input that is significant to the fair value measurement is
unobservable
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continued)

Fair value measurement (continued)

For assets and liabilities that are recognised in the financial statements
on a recurring basis, the Group determines whether transfers have
occurred between levels in the hierarchy by reassessing categorisation
(based on the lowest level input that is significant to the fair value
measurement as a whole) at the end of each reporting period.

Impairment of non-financial assets

Where an indication of impairment exists, or when annual impairment
testing for an asset is required (other than inventories, contract assets,
deferred tax assets, financial assets, investment properties and non-
current assets/a disposal group classified as held for sale), the asset's
recoverable amount is estimated. An asset’s recoverable amount is
the higher of the asset’s or cash-generating unit’s value in use and its
fair value less costs of disposal, and is determined for an individual
asset, unless the asset does not generate cash inflows that are largely
independent of those from other assets or groups of assets, in which
case the recoverable amount is determined for the cash-generating
unit to which the asset belongs. In testing a cash-generating unit for
impairment, a portion of the carrying amount of a corporate asset (e.g.,
a headquarters building) is allocated to an individual cash-generating
unit if it can be allocated on a reasonable and consistent basis or,
otherwise, to the smallest group of cash-generating units.

An impairment loss is recognised only if the carrying amount of an asset
exceeds its recoverable amount. In assessing value in use, the estimated
future cash flows are discounted to their present value using a pre-
tax discount rate that reflects current market assessments of the time
value of money and the risks specific to the asset. An impairment loss is
charged to the statement of profit or loss in the period in which it arises
in those expense categories consistent with the function of the impaired
asset.

An assessment is made at the end of each reporting period as to
whether there is an indication that previously recognised impairment
losses may no longer exist or may have decreased. If such an indication
exists, the recoverable amount is estimated. A previously recognised
impairment loss of an asset other than goodwill is reversed only if there
has been a change in the estimates used to determine the recoverable
amount of that asset, but not to an amount higher than the carrying
amount that would have been determined had no impairment loss been
recognised for the asset in prior years.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Related parties
A party is considered to be related to the Group if:

(a

or

the party is a person or a close member of that person’s family
and that person

0
(ii)
(iii)

has control or joint control over the Group;
has significant influence over the Group; or

is a member of the key management personnel of the
Group or of a parent of the Group;

the party is an entity where any of the following conditions
applies:

0

(ii)

(iii)

(iv)

(v)

(vi)

(vii)

(viii)

the entity and the Group are members of the same group;

one entity is an associate or joint venture of the other
entity (or of a parent, subsidiary or fellow subsidiary of the
other entity);

the entity and the Group are joint ventures of the same
third party;

one entity is a joint venture of a third entity and the other
entity is an associate of the third entity;

the entity is a post-employment benefit plan for the benefit
of employees of either the Group or an entity related to
the Group; and the sponsoring employers of the post-
employment benefit plan;

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

a person identified in (a)(i) has significant influence over the
entity or is a member of the key management personnel of
the entity (or of a parent of the entity); and

the entity, or any member of a group of which it is a part,
provides key management personnel services to the Group
or to the parent of the Group.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continued)

Property, plant and equipment and depreciation

Property, plant and equipment, other than construction in progress, are
stated at cost less accumulated depreciation and any impairment losses.
When an item of property, plant and equipment is classified as held for
sale or when it is part of a disposal group classified as held for sale, it
is not depreciated and is accounted for in accordance with HKFRS 5,
as further explained in the accounting policy for “Non-current assets
and disposal groups held for sale”. The cost of an item of property,
plant and equipment comprises its purchase price and any directly
attributable costs of bringing the asset to its working condition and
location for its intended use.

Expenditure incurred after items of property, plant and equipment have
been put into operation, such as repairs and maintenance, is normally
charged to the statement of profit or loss in the period in which it is
incurred. In situations where the recognition criteria are satisfied, the
expenditure for a major inspection is capitalised in the carrying amount
of the asset as a replacement. Where significant parts of property, plant
and equipment are required to be replaced at intervals, the Group
recognises such parts as individual assets with specific useful lives and
depreciates them accordingly.

Depreciation is calculated on the straight-line basis to write off the cost
of each item of property, plant and equipment to its residual value over
its estimated useful life. The principal annual rates used for this purpose
are as follows:

Buildings 2.71% t0 4.75%

Machinery and equipment  9.5% to 19%

Leasehold improvements Over the shorter of the lease terms
and 20%

10.56% 10 23.75%

9.5% t0 31.67%

Motor vehicles
Furniture and fixtures

Where parts of an item of property, plant and equipment have different
useful lives, the cost of that item is allocated on a reasonable basis
among the parts and each part is depreciated separately. Residual
values, useful lives and the depreciation method are reviewed, and
adjusted if appropriate, at least at each financial year end.

An item of property, plant and equipment including any significant part
initially recognised is derecognised upon disposal or when no future
economic benefits are expected from its use or disposal. Any gain or
loss on disposal or retirement recognised in the statement of profit or
loss in the year the asset is derecognised is the difference between the
net sales proceeds and the carrying amount of the relevant asset.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continued)

Property, plant and equipment and depreciation
(continued)

Construction in progress is stated at cost less any impairment losses,
and is not depreciated. Cost comprises the direct costs of construction
and capitalised borrowing costs on related borrowed funds during
the period of construction. Construction in progress is reclassified
to the appropriate category of property, plant and equipment when
completed and ready for use.

Investment properties

Investment properties are interests in land and buildings (including
the leasehold property held as a right-of-use asset which would
otherwise meet the definition of an investment property) held to earn
rental income and/or for capital appreciation, rather than for use in
the production or supply of goods or services or for administrative
purposes; or for sale in the ordinary course of business. Such properties
are measured initially at cost, including transaction costs. Subsequent to
initial recognition, investment properties are stated at fair value, which
reflects market conditions at the end of the reporting period.

Gains or losses arising from changes in the fair values of investment
properties are included in the statement of profit or loss in the year in
which they arise.

Any gains or losses on the retirement or disposal of an investment
property are recognised in the statement of profit or loss in the year of
the retirement or disposal.

For a transfer from investment properties to owner-occupied properties,
the deemed cost of a property for subsequent accounting is its fair
value at the date of change in use. If a property occupied by the Group
as an owner-occupied property becomes an investment property, the
Group accounts for such property in accordance with the policy stated
under “Property, plant and equipment and depreciation” for owned
property and/or accounts for such property in accordance with the
policy stated under “Right-of-use assets” for property held as a right-
of-use asset up to the date of change in use, and any difference at that
date between the carrying amount and the fair value of the property
is accounted for as a revaluation in accordance with the policy stated
under “Property, plant and equipment and depreciation” above.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continued)

Non-current assets and disposal groups held for sale
Non-current assets and disposal groups are classified as held for sale
if their carrying amounts will be recovered principally through a sales
transaction rather than through continuing use. For this to be the case,
the asset or disposal group must be available for immediate sale in its
present condition subject only to terms that are usual and customary
for the sale of such assets or disposal groups and its sale must be highly
probable. All assets and liabilities of a subsidiary classified as a disposal
group are reclassified as held for sale regardless of whether the Group
retains a non-controlling interest in its former subsidiary after the sale.

Non-current assets and disposal groups (other than investment
properties and financial assets) classified as held for sale are measured
at the lower of their carrying amounts and fair values less costs to sell.
Property, plant and equipment and intangible assets classified as held
for sale are not depreciated or amortised.

Intangible assets (other than goodwill)

Intangible assets acquired separately are measured on initial recognition
at cost. The cost of intangible assets acquired in a business combination
is the fair value at the date of acquisition. The useful lives of intangible
assets are assessed to be either finite or indefinite. Intangible assets
with finite lives are subsequently amortised over the useful economic
life and assessed for impairment whenever there is an indication that
the intangible asset may be impaired. The amortisation period and the
amortisation method for an intangible asset with a finite useful life are
reviewed at least at each financial year end.

Intangible assets with indefinite useful lives, such as certain trademarks,
are tested for impairment annually either individually or at the cash-
generating unit level. Such intangible assets are not amortised. The
useful life of an intangible asset with an indefinite life is reviewed
annually to determine whether the indefinite life assessment continues
to be supportable. If not, the change in the useful life assessment from
indefinite to finite is accounted for on a prospective basis.

Intangible assets are stated at cost less any impairment losses and are
amortised on the straight-line basis over their estimated useful lives. The
principal estimated useful lives of intangible assets are as follows:

Patents and licences
Non-patent technology

5 to 20 years
51to 10 years

Trademarks 5 to 20 years
Customer relationships 10 to 20 years
Others 5to 10 years
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continued)

Intangible assets (other than goodwill) (continued)

Research and development costs

All research costs are charged to the statement of profit or loss as
incurred.

Expenditure incurred on projects to develop new products is capitalised
and deferred only when the Group can demonstrate the technical
feasibility of completing the intangible asset so that it will be available
for use or sale, its intention to complete and its ability to use or sell
the asset, how the asset will generate future economic benefits, the
availability of resources to complete the project and the ability to
measure reliably the expenditure during the development. Product
development expenditure which does not meet these criteria is
expensed when incurred.

Leases

The Group assesses at contract inception whether a contract is, or
contains, a lease. A contract is, or contains, a lease if the contract
conveys the right to control the use of an identified asset for a period of
time in exchange for consideration.

Group as a lessee

The Group applies a single recognition and measurement approach for
all leases, except for short-term leases and leases of low-value assets.
The Group recognises lease liabilities to make lease payments and right-
of-use assets representing the right to use the underlying assets.

At inception or on reassessment of a contract that contains a lease
component, the Group allocates the consideration in the contract
to each lease and non-lease component on the basis of their stand-
alone prices. A practical expedient is available to a lessee, which the
Group has adopted, not to separate non-lease components and to
account for the lease and the associated non-lease components (e.g.,
property management services for leases of properties) as a single lease
component.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Leases (continued)
Group as a lessee (continued)

(a

Right-of-use assets

Right-of-use assets are recognised at the commencement date of
the lease (that is the date the underlying asset is available for use).
Right-of-use assets are measured at cost, less any accumulated
depreciation and any impairment losses and adjusted for any
remeasurement of lease liabilities. The cost of right-of-use
assets includes the amount of lease liabilities recognised, initial
direct costs incurred, and lease payments made at or before the
commencement date less any lease incentives received. Where
applicable, the cost of a right-of-use asset also includes an
estimate of costs to dismantle and remove the underlying asset or
to restore the underlying asset or the site on which it is located.
Right-of-use assets are depreciated on a straight-line basis over
the shorter of the lease terms and the estimated useful lives of
the assets as follows:

Leasehold land
Building
Other equipment

2 to 60 years
2 to 50 years
1to 10 years

If ownership of the leased asset transfers to the Group by the end
of the lease term or the cost reflects the exercise of a purchase
option, depreciation is calculated using the estimated useful life
of the asset.

Lease liabilities

Lease liabilities are recognised at the commencement date of the
lease at the present value of lease payments to be made over the
lease term. The lease payments include fixed payments (including
in-substance fixed payments) less any lease incentives receivable,
variable lease payments that depend on an index or a rate, and
amounts expected to be paid under residual value guarantees.
The lease payments also include the exercise price of a purchase
option reasonably certain to be exercised by the Group and
payments of penalties for termination of a lease, if the lease term
reflects the Group exercising the option to terminate the lease.
The variable lease payments that do not depend on an index or
a rate are recognised as an expense in the period in which the
event or condition that triggers the payment occurs.

China Resources Pharmaceutical Group Limited Annual Report 2022 165



AR

ARE MR M R

Notes to Consolidated Financial Statements

—E-—F+=-HA=+—H 31 December 2022

24 ERSFTBERME (&)

166

HE (&)

REEEREEA (B)

by MHEEE#E)
REEHEMNRRER - HESD
FEREzMETHEE  NEER
RIEERE A MERIEERER X -
R AER -  HERESRIZM
PARBR A SSE i R BL A3 2 E S
BB e b s - W R E - A
B HENRES (MEERAL X
BEMEL ZARRBENKES) K
BEHEEEZRERIEESR
HEBBZHRAE/SENTE -

(0 EHHEREKEEEEHES

AEEEREHEERRET  #
R RENEHEER e AN RS
BEES R 12 AR R 12E A6
HEMABEEREEEENEE) -
HTEAERBRENEEEEER
ENHERAAEEENHRAER
(ESE SRR

RHPHEREKEEEEMEZEE
NRABREERERER RS -

AL BE RN
AEBEERHEAREEMGE (HEE
BER)SHEESAKEHELARERE -

REE K BAD AN E R EER =
BEMBANBEENDBAKEHE-EA
WESHENERERMIR - REBRE
HEBLEBRIEANREEZSEMEMY
HEWAREBERE A AR A
REMEFARSR - BEMTHREHE
ERBENMBERER FAREERE
MBREEE - WRERSWAER A ERE
EHERARRREM - AARES KRR
HRERBBA -

2022 F 3R EHBEEEARAR

2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continued)

Leases (continued)

Group as a lessee (continued)

(b)  Lease liabilities (continued)
In calculating the present value of lease payments, the Group
uses its incremental borrowing rate at the lease commencement
date because the interest rate implicit in the lease is not readily
determinable. After the commencement date, the amount of
lease liabilities is increased to reflect the accretion of interest and
reduced for the lease payments made. In addition, the carrying
amount of lease liabilities is remeasured if there is a modification,
a change in the lease term, a change in lease payments (e.g., a
change to future lease payments resulting from a change in an
index or rate) or a change in assessment of an option to purchase
the underlying asset.

(¢)  Short-term leases and leases of low-value assets

The Group applies the short-term lease recognition exemption to
its short-term leases of buildings, machinery and equipment (that
is those leases that have a lease term of 12 months or less from
the commencement date and do not contain a purchase option).
It also applies the recognition exemption for leases of low-value
assets to leases of office equipment and laptop computers that
are considered to be of low value.

Lease payments on short-term leases and leases of low-value
assets are recognised as an expense on a straight-line basis over
the lease term.

Group as a lessor

When the Group acts as a lessor, it classifies at lease inception (or when
there is a lease modification) each of its leases as either an operating
lease or a finance lease.

Leases in which the Group does not transfer substantially all the
risks and rewards incidental to ownership of an asset are classified
as operating leases. When a contract contains lease and non-lease
components, the Group allocates the consideration in the contract to
each component on a relative stand-alone selling price basis. Rental
income is accounted for on a straight-line basis over the lease terms
and is included in revenue in the statement of profit or loss due to
its operating nature. Initial direct costs incurred in negotiating and
arranging an operating lease are added to the carrying amount of the
leased asset and recognised over the lease term on the same basis as
rental income. Contingent rents are recognised as revenue in the period
in which they are earned.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continued)

Leases (continued)

Group as a lessor (continued)

Leases that transfer substantially all the risks and rewards incidental to
ownership of an underlying asset to the lessee are accounted for as
finance leases.

At the commencement date, the cost of the leased asset is capitalised at
the present value of the lease payments and related payments (including
the initial direct costs), and presented as a receivable at an amount
equal to the net investment in the lease. The finance income on the net
investment in the lease is recognised in the statement of profit or loss
so as to provide a constant periodic rate of return over the lease terms.

Investments and other financial assets

Initial recognition and measurement

Financial assets are classified, at initial recognition, as subsequently
measured at amortised cost, fair value through other comprehensive
income, and fair value through profit or loss.

The classification of financial assets at initial recognition depends on the
financial asset’s contractual cash flow characteristics and the Group’s
business model for managing them. With the exception of trade
receivables that do not contain a significant financing component or for
which the Group has applied the practical expedient of not adjusting
the effect of a significant financing component, the Group initially
measures a financial asset at its fair value, plus in the case of a financial
asset not at fair value through profit or loss, transaction costs. Trade
receivables that do not contain a significant financing component or for
which the Group has applied the practical expedient are measured at
the transaction price determined under HKFRS 15 in accordance with
the policies set out for “Revenue recognition” below.

In order for a financial asset to be classified and measured at amortised
cost or fair value through other comprehensive income, it needs to
give rise to cash flows that are solely payments of principal and interest
("SPPI") on the principal amount outstanding. Financial assets with cash
flows that are not SPPI are classified and measured at fair value through
profit or loss, irrespective of the business model.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continued)

Investments and other financial assets (continued)

Initial recognition and measurement (continued)

The Group’s business model for managing financial assets refers to
how it manages its financial assets in order to generate cash flows.
The business model determines whether cash flows will result from
collecting contractual cash flows, selling the financial assets, or both.
Financial assets classified and measured at amortised cost are held
within a business model with the objective to hold financial assets in
order to collect contractual cash flows, while financial assets classified
and measured at fair value through other comprehensive income are
held within a business model with the objective of both holding to
collect contractual cash flows and selling. Financial assets which are
not held within the aforementioned business models are classified and
measured at fair value through profit or loss.

All regular way purchases and sales of financial assets are recognised on
the trade date, that is, the date that the Group commits to purchase or
sell the asset. Regular way purchases or sales are purchases or sales of
financial assets that require delivery of assets within the period generally
established by regulation or convention in the marketplace.

Subsequent measurement
The subsequent measurement of financial assets depends on their
classification as follows:

Financial assets at amortised cost (debt instruments)

Financial assets at amortised cost are subsequently measured using the
effective interest method and are subject to impairment. Gains and
losses are recognised in the statement of profit or loss when the asset is
derecognised, modified or impaired.

Financial assets at fair value through other comprehensive income (debt
instruments)

For debt investments at fair value through other comprehensive
income, interest income, foreign exchange revaluation and impairment
losses or reversals are recognised in the statement of profit or loss
and computed in the same manner as for financial assets measured
at amortised cost. The remaining fair value changes are recognised in
other comprehensive income. Upon derecognition, the cumulative fair
value change recognised in other comprehensive income is recycled to
the statement of profit or loss.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continued)

Investments and other financial assets (continued)

Financial assets designated at fair value through other comprehensive
income (equity investments)

Upon initial recognition, the Group can elect to classify irrevocably
its equity investments as equity investments designated at fair value
through other comprehensive income when they meet the definition of
equity under HKAS 32 Financial Instruments: Presentation and are not
held for trading. The classification is determined on an instrument-by-
instrument basis.

Gains and losses on these financial assets are never recycled to the
statement of profit or loss. Dividends are recognised as other income
in the statement of profit or loss when the right of payment has been
established, it is probable that the economic benefits associated with
the dividend will flow to the Group and the amount of the dividend
can be measured reliably, except when the Group benefits from such
proceeds as a recovery of part of the cost of the financial asset, in which
case, such gains are recorded in other comprehensive income. Equity
investments designated at fair value through other comprehensive
income are not subject to impairment assessment.

Financial assets at fair value through profit or loss
Financial assets at fair value through profit or loss are carried in the
statement of financial position at fair value with net changes in fair
value recognised in the statement of profit or loss.

This category includes derivative instruments and equity investments
which the Group had not irrevocably elected to classify at fair value
through other comprehensive income. Dividends on equity investments
classified as financial assets at fair value through profit or loss are also
recognised as other income in the statement of profit or loss when the
right of payment has been established, it is probable that the economic
benefits associated with the dividend will flow to the Group and the
amount of the dividend can be measured reliably.

A derivative embedded in a hybrid contract, with a financial liability or
non-financial host, is separated from the host and accounted for as
a separate derivative if the economic characteristics and risks are not
closely related to the host; a separate instrument with the same terms
as the embedded derivative would meet the definition of a derivative;
and the hybrid contract is not measured at fair value through profit or
loss. Embedded derivatives are measured at fair value with changes in
fair value recognised in the statement of profit or loss. Reassessment
only occurs if there is either a change in the terms of the contract that
significantly modifies the cash flows that would otherwise be required
or a reclassification of a financial asset out of the fair value through
profit or loss category.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continued)

Investments and other financial assets (continued)
Financial assets at fair value through profit or loss (continued)
A derivative embedded within a hybrid contract containing a financial
asset host is not accounted for separately. The financial asset host
together with the embedded derivative is required to be classified in its
entirety as a financial asset at fair value through profit or loss.

Derecognition of financial assets

A financial asset (or, where applicable, a part of a financial asset or
part of a group of similar financial assets) is primarily derecognised (i.e.,
removed from the Group's consolidated statement of financial position)
when:

o the rights to receive cash flows from the asset have expired; or

o the Group has transferred its rights to receive cash flows from
the asset or has assumed an obligation to pay the received cash
flows in full without material delay to a third party under a “pass-
through” arrangement; and either (a) the Group has transferred
substantially all the risks and rewards of the asset, or (b) the
Group has neither transferred nor retained substantially all the
risks and rewards of the asset, but has transferred control of the
asset.

When the Group has transferred its rights to receive cash flows from an
asset or has entered into a pass-through arrangement, it evaluates if,
and to what extent, it has retained the risk and rewards of ownership
of the asset. When it has neither transferred nor retained substantially
all the risks and rewards of the asset nor transferred control of the
asset, the Group continues to recognise the transferred asset to the
extent of the Group’s continuing involvement. In that case, the Group
also recognises an associated liability. The transferred asset and the
associated liability are measured on a basis that reflects the rights and
obligations that the Group has retained.

Continuing involvement that takes the form of a guarantee over the
transferred asset is measured at the lower of the original carrying
amount of the asset and the maximum amount of consideration that
the Group could be required to repay.



24 ERSFTBERME (&)

TRMEERE
AEERERLHIL LA EEFABED
EGEBTABRREEBE(BREES
B ®EE- BREEBEBRDERNRES
WBIERE & 43R £ 2 SR B 78 H Y ER
MFEREREZBENZEMET R
BERENENILERMSE - FEHRSRERS
BREEMFEADNRESRELAKE
WG EAMEEIRTTHER -

—RIE
BHEEBRIMERBETER -#E
MaFEREE SRR B REIZMHNES
MOmME @ S ARKI12EARNATEELE
WEHMERNEEBE (128 ABHE
ERB)FRBENEERE -RANHE
REEER R AEIEMHNZEFEERA M
O wAREERY  REMONGRTE
HATEREEBES A RBEERERS (2
HEMEEBR) -

REREAH  AKEFEERTARGE
B2 T B EREARIE N - RETT
A AEBERERMTARHRE A
FARHONER NS /T ARV THER A
HELgnnER AAEEFTNLHBEZ
A S HEER T AN A S & 2 Al 521
BR(BEFELRATEEER) - 2641+
FEHEB30KRE - AAEERBEER
B REIE N -

BANMNFUARRE0KRE - BIZARKE T
ARREVEEEDN AWM EETER
T EAMKINBERBR - EXLEA R
AEBEFANTAEERERBRE
REB T KA BB BIRERS OFR -
AAEETAIRRTRMEEED

HELZREFAMKEAS MR RE - BIM

(R B RS R T 5
Notes to Consolidated Financial Statements

—E-_F+=-A=+—H 31 December 2022

2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continued)

Impairment of financial assets

The Group recognises an allowance for expected credit losses (“ECLs")
for all debt instruments not held at fair value through profit or loss.
ECLs are based on the difference between the contractual cash flows
due in accordance with the contract and all the cash flows that the
Group expects to receive, discounted at an approximation of the
original effective interest rate. The expected cash flows will include cash
flows from the sale of collateral held or other credit enhancements that
are integral to the contractual terms.

General approach

ECLs are recognised in two stages. For credit exposures for which there
has not been a significant increase in credit risk since initial recognition,
ECLs are provided for credit losses that result from default events that
are possible within the next 12 months (a 12-month ECL). For those
credit exposures for which there has been a significant increase in credit
risk since initial recognition, a loss allowance is required for credit losses
expected over the remaining life of the exposure, irrespective of the
timing of the default (a lifetime ECL).

At each reporting date, the Group assesses whether the credit risk on a
financial instrument has increased significantly since initial recognition.
When making the assessment, the Group compares the risk of a default
occurring on the financial instrument as at the reporting date with the
risk of a default occurring on the financial instrument as at the date of
initial recognition and considers reasonable and supportable information
that is available without undue cost or effort, including historical and
forward-looking information. The Group considers that there has been
a significant increase in credit risk when contractual payments are more
than 30 days past due.

The Group considers a financial asset in default when contractual
payments are 90 days past due. However, in certain cases, the Group
may also consider a financial asset to be in default when internal or
external information indicates that the Group is unlikely to receive the
outstanding contractual amounts in full before taking into account any
credit enhancements held by the Group.

A financial asset is written off when there is no reasonable expectation
of recovering the contractual cash flow.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continued)

Impairment of financial assets (continued)

General approach (continued)

Debt investments at fair value through other comprehensive income
and financial assets at amortised cost are subject to impairment under
the general approach and they are classified within the following stages
for measurement of ECLs except for trade receivables and contract
assets which apply the simplified approach as detailed below.

F—MEER — FERRAEVIGEERREL Stage 1 —  Financial instruments for which credit risk has not
RATEIG I E B EEEE increased significantly since initial recognition and for
BRER12EAEREEE which the loss allowance is measured at an amount
BREETENSRIA equal to 12-month ECLs

FMEER — FERBRAVEERER Stage 2 —  Financial instruments for which credit risk has increased
1 3 HNME I FE1E BERE HY significantly since initial recognition but that are not
TREEBEBERHEIR credit-impaired financial assets and for which the loss
ERzHEREEREY allowance is measured at an amount equal to lifetime
BEENERTA ECLs

F=RR — RRSEHERESERE Stage 3 —  Financial assets that are credit-impaired at the reporting
(B3 3Ef#E A SR 415 BB date (but that are not purchased or originated credit-
B BEEEREERSER impaired) and for which the loss allowance is measured
T HRHEEEENEE at an amount equal to lifetime ECLs
AENERmEE

&% Simplified approach
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For trade receivables that do not contain a significant financing
component or when the Group applies the practical expedient of not
adjusting the effect of a significant financing component, the Group
applies the simplified approach in calculating ECLs. Under the simplified
approach, the Group does not track changes in credit risk, but instead
recognises a loss allowance based on lifetime ECLs at each reporting
date. The Group has established a provision matrix that is based on its
historical credit loss experience, adjusted for forward-looking factors
specific to the debtors and the economic environment.

For trade receivables that contain a significant financing component and
lease receivables, the Group chooses as its accounting policy to adopt
the simplified approach in calculating ECLs with policies as described
above.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continued)

Financial liabilities

Initial recognition and measurement

Financial liabilities are classified, at initial recognition, as loans and
borrowings, payables as appropriate.

All financial liabilities are recognised initially at fair value and, in the
case of loans and borrowings and payables, net of directly attributable
transaction costs.

The Group’s financial liabilities include trade and other payables, an
amount due to the ultimate holding company, derivative financial
instruments and interest-bearing bank and other borrowings.

Subsequent measurement
The subsequent measurement of financial liabilities depends on their
classification as follows:

Financial liabilities at amortised cost (loans and borrowings)

After initial recognition, interest-bearing loans and borrowings are
subsequently measured at amortised cost, using the effective interest
rate method unless the effect of discounting would be immaterial, in
which case they are stated at cost. Gains and losses are recognised in
the statement of profit or loss when the liabilities are derecognised as
well as through the effective interest rate amortisation process.

Amortised cost is calculated by taking into account any discount or
premium on acquisition and fees or costs that are an integral part of
the effective interest rate. The effective interest rate amortisation is
included in finance costs in the statement of profit or loss.

Derecognition of financial liabilities
A financial liability is derecognised when the obligation under the
liability is discharged or cancelled, or expires.

When an existing financial liability is replaced by another from the
same lender on substantially different terms, or the terms of an existing
liability are substantially modified, such an exchange or modification
is treated as a derecognition of the original liability and a recognition
of a new liability, and the difference between the respective carrying
amounts is recognised in the statement of profit or loss.

Offsetting of financial instruments

Financial assets and financial liabilities are offset and the net amount
is reported in the statement of financial position if there is a currently
enforceable legal right to offset the recognised amounts and there is an
intention to settle on a net basis, or to realise the assets and settle the
liabilities simultaneously.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continued)

Financial instruments classified as equity
Financial instruments issued by the Group are classified as equity
instruments when all the following conditions have been met:

o The financial instruments have no contractual obligation to pay
cash or other financial assets to others, nor to exchange financial
assets or liabilities with others under potential unfavourable
circumstances;

o The financial instruments will or may be settled in the Group’s
own equity instruments: if the financial instrument is non-
derivative, it should not have the contractual obligation to be
settled by the Group delivering a variable number of its own
equity instruments; if the financial instrument is derivative, it
should solely be settled by the Group delivering a fixed number
of its own equity instruments in exchange for a fixed amount of
cash or other financial assets.

Financial instruments classified as equity instruments are recognised
initially at fair value, net of transaction costs incurred.

Inventories

Inventories are stated at the lower of cost and net realisable value. Cost
is determined on a weighted average method and, in the case of work
in progress and finished goods, comprises direct materials, direct labour
and an appropriate proportion of overheads. Net realisable value is
based on estimated selling prices less any estimated costs to be incurred
to completion and disposal.

Cash and cash equivalents

For the purpose of the consolidated statement of cash flows, cash and
cash equivalents comprise cash on hand and demand deposits, and
short term highly liquid investments that are readily convertible into
known amounts of cash, are subject to an insignificant risk of changes
in value, and have a short maturity of generally within three months
when acquired, less bank overdrafts which are repayable on demand
and form an integral part of the Group’s cash management.

For the purpose of the consolidated statement of financial position,
cash and cash equivalents comprise cash on hand and at banks,
including term deposits, and assets similar in nature to cash, which are
not restricted as to use.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continued)

Provisions

A provision is recognised when a present obligation (legal or
constructive) has arisen as a result of a past event and it is probable that
a future outflow of resources will be required to settle the obligation,
provided that a reliable estimate can be made of the amount of the
obligation.

When the effect of discounting is material, the amount recognised for
a provision is the present value at the end of the reporting period of
the future expenditures expected to be required to settle the obligation.
The increase in the discounted present value amount arising from the
passage of time is included in finance costs in the statement of profit or
loss.

A contingent liability recognised in a business combination is initially
measured at its fair value. Subsequently, it is measured at the higher of
(i) the amount that would be recognised in accordance with the general
policy for provisions above; and (i) the amount initially recognised less,
when appropriate, the amount of income recognised in accordance
with the policy for revenue recognition.

Income tax

Income tax comprises current and deferred tax. Income tax relating to
items recognised outside profit or loss is recognised outside profit or
loss, either in other comprehensive income or directly in equity.

Current tax assets and liabilities are measured at the amount expected
to be recovered from or paid to the taxation authorities, based on
tax rates (and tax laws) that have been enacted or substantively
enacted by the end of the reporting period, taking into consideration
interpretations and practices prevailing in the countries in which the
Group operates.

Deferred tax is provided, using the liability method, on all temporary
differences at the end of the reporting period between the tax bases of
assets and liabilities and their carrying amounts for financial reporting
purposes.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continued)

Income tax (continued)
Deferred tax liabilities are recognised for all taxable temporary
differences, except:

o when the deferred tax liability arises from the initial recognition
of goodwill or an asset or liability in a transaction that is not a
business combination and, at the time of the transaction, affects
neither the accounting profit nor taxable profit or loss; and

o in respect of taxable temporary differences associated with
investments in subsidiaries, associates and joint ventures, when
the timing of the reversal of the temporary differences can be
controlled and it is probable that the temporary differences will
not reverse in the foreseeable future.

Deferred tax assets are recognised for all deductible temporary
differences, and the carryforward of unused tax credits and any
unused tax losses. Deferred tax assets are recognised to the extent
that it is probable that taxable profit will be available against which the
deductible temporary differences, and the carryforward of unused tax
credits and unused tax losses can be utilised, except:

o when the deferred tax asset relating to the deductible temporary
differences arises from the initial recognition of an asset or
liability in a transaction that is not a business combination and, at
the time of the transaction, affects neither the accounting profit
nor taxable profit or loss; and

o in respect of deductible temporary differences associated with
investments in subsidiaries, associates and joint ventures, deferred
tax assets are only recognised to the extent that it is probable that
the temporary differences will reverse in the foreseeable future
and taxable profit will be available against which the temporary
differences can be utilised.

The carrying amount of deferred tax assets is reviewed at the end of
each reporting period and reduced to the extent that it is no longer
probable that sufficient taxable profit will be available to allow all or
part of the deferred tax asset to be utilised. Unrecognised deferred
tax assets are reassessed at the end of each reporting period and are
recognised to the extent that it has become probable that sufficient
taxable profit will be available to allow all or part of the deferred tax
asset to be recovered.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continued)

Income tax (continued)
Deferred tax assets and liabilities are measured at the tax rates that are

expected to apply to the period when the asset is realised or the liability
is settled, based on tax rates (and tax laws) that have been enacted or
substantively enacted by the end of the reporting period.

Deferred tax assets and deferred tax liabilities are offset if and only if
the Group has a legally enforceable right to set off current tax assets
and current tax liabilities and the deferred tax assets and deferred tax
liabilities relate to income taxes levied by the same taxation authority on
either the same taxable entity or different taxable entities which intend
either to settle current tax liabilities and assets on a net basis, or to
realise the assets and settle the liabilities simultaneously, in each future
period in which significant amounts of deferred tax liabilities or assets
are expected to be settled or recovered.

Government grants

Government grants are recognised at their fair value where there is
reasonable assurance that the grant will be received and all attaching
conditions will be complied with. When the grant relates to an expense
item, it is recognised as income on a systematic basis over the periods
that the costs, for which it is intended to compensate, are expensed.

Where the grant relates to an asset, the fair value is credited to a
deferred income account and is released to the statement of profit
or loss over the expected useful life of the relevant asset by equal
annual instalments or deducted from the carrying amount of the asset
and released to the statement of profit or loss by way of a reduced
depreciation charge.

Where the Group receives grants of non-monetary assets, the grants
are recorded at the fair value of the non-monetary assets and released
to the statement of profit or loss over the expected useful lives of the
relevant assets by equal annual instalments.

Where the Group receives government loans granted with no or at a
below-market rate of interest for the construction of a qualifying asset,
the initial carrying amount of the government loans is determined
using the effective interest rate method, as further explained in the
accounting policy for “Financial liabilities” above. The benefit of
the government loans granted with no or at a below-market rate of
interest, which is the difference between the initial carrying value of the
loans and the proceeds received, is treated as a government grant and
released to the statement of profit or loss over the expected useful life
of the relevant asset by equal annual instalments.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continued)

Revenue recognition

Revenue from contracts with customers

Revenue from contracts with customers is recognised when control of
goods or services is transferred to the customers at an amount that
reflects the consideration to which the Group expects to be entitled in
exchange for those goods or services.

When the consideration in a contract includes a variable amount,
the amount of consideration is estimated to which the Group will
be entitled in exchange for transferring the goods or services to the
customer. The variable consideration is estimated at contract inception
and constrained until it is highly probable that a significant revenue
reversal in the amount of cumulative revenue recognised will not occur
when the associated uncertainty with the variable consideration is
subsequently resolved.

When the contract contains a financing component which provides the
customer with a significant benefit of financing the transfer of goods or
services to the customer for more than one year, revenue is measured
at the present value of the amount receivable, discounted using the
discount rate that would be reflected in a separate financing transaction
between the Group and the customer at contract inception. When the
contract contains a financing component which provides the Group
with a significant financial benefit for more than one year, revenue
recognised under the contract includes the interest expense accreted
on the contract liability under the effective interest method. For a
contract where the period between the payment by the customer and
the transfer of the promised goods or services is one year or less, the
transaction price is not adjusted for the effects of a significant financing
component, using the practical expedient in HKFRS 15.

Sale of pharmaceutical products
Revenue from the sale of pharmaceutical products is recognised at the
point in time when control of the asset is transferred to the customer.

Some contracts for the sale of pharmaceutical products provide
customers with rights of return and volume rebates, give rise to variable
consideration.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Revenue recognition (continued)
Revenue from contracts with customers (continued)
Sale of pharmaceutical products (continued)

[0)

Rights of return
For contracts which provide a customer with a right to return

the goods within a specified period, the expected value method
is used to estimate the goods that will not be returned because
this method best predicts the amount of variable consideration to
which the Group will be entitled. The requirements in HKFRS 15
on constraining estimates of variable consideration are applied in
order to determine the amount of variable consideration that can
be included in the transaction price. For goods that are expected
to be returned, instead of revenue, a refund liability is recognised.
A right-of-return asset (and the corresponding adjustment to cost
of sales) is also recognised for the right to recover products from
a customer.

Volume rebates

Retrospective volume rebates may be provided to certain
customers once the quantity of products purchased during the
period exceeds a threshold specified in the contract. Rebates are
offset against amounts payable by the customer. To estimate
the variable consideration for the expected future rebates, the
most likely amount method is used for contracts with a single-
volume threshold and the expected value method for contracts
with more than one volume threshold. The selected method that
best predicts the amount of variable consideration is primarily
driven by the number of volume thresholds contained in the
contract. The requirements on constraining estimates of variable
consideration are applied and a refund liability for the expected
future rebates is recognised.

Revenue from other sources

Rental income is recognised on a time proportion basis over the lease
terms. Variable lease payments that do not depend on an index or a
rate are recognised as income in the accounting period in which they
are incurred.

Other income

Interest income is recognised on an accrual basis using the effective
interest method by applying the rate that exactly discounts the
estimated future cash receipts over the expected life of the financial
instrument or a shorter period, when appropriate, to the net carrying
amount of the financial asset.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continued)

Revenue recognition (continued)

Other income (continued)

Dividend income is recognised when the shareholders’ right to receive
payment has been established, it is probable that the economic benefits
associated with the dividend will flow to the Group and the amount of
the dividend can be measured reliably.

Service fee revenue is recognised over the contract period based on
the performance progress, or recognised at a point in time when the
customer obtains control of relevant services.

Contract assets

A contract asset is the right to consideration in exchange for goods
or services transferred to the customer. If the Group performs by
transferring goods or services to a customer before the customer pays
consideration or before payment is due, a contract asset is recognised
for the earned consideration that is conditional. Contract assets are
subject to impairment assessment, details of which are included in the
accounting policies for impairment of financial assets.

Contract liabilities

A contract liability is recognised when a payment is received or a
payment is due (whichever is earlier) from a customer before the Group
transfers the related goods or services. Contract liabilities are recognised
as revenue when the Group performs under the contract (i.e., transfers
control of the related goods or services to the customer).

Contract costs

Other than the costs which are capitalised as inventories, property, plant
and equipment and intangible assets, costs incurred to fulfil a contract
with a customer are capitalised as an asset if all of the following criteria
are met:

(@  The costs relate directly to a contract or to an anticipated contract
that the entity can specifically identify.

(b)  The costs generate or enhance resources of the entity that will
be used in satisfying (or in continuing to satisfy) performance
obligations in the future.

(c)  The costs are expected to be recovered.

The capitalised contract costs are amortised and charged to the
statement of profit or loss on a systematic basis that is consistent with
the transfer to the customer of the goods or services to which the asset
relates. Other contract costs are expensed as incurred.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continued)

Right-of-return assets

A right-of-return asset is recognised for the right to recover the goods
expected to be returned by customers. The asset is measured at the
former carrying amount of the goods to be returned, less any expected
costs to recover the goods, and any potential decreases in the value of
the returned goods. The Group updates the measurement of the asset
recorded for any revisions to the expected level of returns, and any
additional decreases in the value of the returned goods.

Refund liabilities

A refund liability is recognised for the obligation to refund some or
all of the consideration received (or receivable) from a customer and
is measured at the amount the Group ultimately expects it will have
to return to the customer. The Group updates its estimates of refund
liabilities (and the corresponding change in the transaction price) at the
end of each reporting period.

Share-based payments

Jiangzhong Pharmaceutical, CR Sanjiu and CR Double-Crane,
subsidiaries of the Company operates restricted share incentive
schemes for the purpose of providing incentives and rewards to
eligible participants who contribute to the success of subsidiaries’
operations. Employees (including directors) of the subsidiaries receive
remuneration in the form of share-based payments, whereby employees
render services in exchange for equity instruments (“equity-settled
transactions”).

The cost of equity-settled transactions with employees for grants is
measured by reference to the fair value at the date at which they are
granted. The fair value is determined based on the market price, further
details of which are given in Note 36 to the financial statements.

The cost of equity-settled transactions is recognised in employee benefit
expense, together with a corresponding increase in equity, over the
period in which the performance and/or service conditions are fulfilled.
The cumulative expense recognised for equity-settled transactions at the
end of each reporting period until the vesting date reflects the extent to
which the vesting period has expired and the Group’s best estimate of
the number of equity instruments that will ultimately vest. The charge
or credit to the statement of profit or loss for a period represents the
movement in the cumulative expense recognised as at the beginning
and end of that period.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continued)

Share-based payments (continued)

Service and non-market performance conditions are not taken into
account when determining the grant date fair value of awards, but the
likelihood of the conditions being met is assessed as part of the Group’s
best estimate of the number of equity instruments that will ultimately
vest. Market performance conditions are reflected within the grant
date fair value. Any other conditions attached to an award, but without
an associated service requirement, are considered to be non-vesting
conditions. Non-vesting conditions are reflected in the fair value of an
award and lead to an immediate expensing of an award unless there
are also service and/or performance conditions.

For awards that do not ultimately vest because non-market performance
and/or service conditions have not been met, no expense is recognised.
Where awards include a market or non-vesting condition, the
transactions are treated as vesting irrespective of whether the market or
non-vesting condition is satisfied, provided that all other performance
and/or service conditions are satisfied.

Where the terms of an equity-settled award are modified, as a minimum
an expense is recognised as if the terms had not been modified, if
the original terms of the award are met. In addition, an expense is
recognised for any modification that increases the total fair value of the
share-based payments, or is otherwise beneficial to the employee as
measured at the date of modification.

Where an equity-settled award is cancelled, it is treated as if it had
vested on the date of cancellation, and any expense not yet recognised
for the award is recognised immediately. This includes any award where
non-vesting conditions within the control of either the Group or the
employee are not met. However, if a new award is substituted for the
cancelled award, and is designated as a replacement award on the date
that it is granted, the cancelled and new awards are treated as if they
were a modification of the original award, as described in the previous
paragraph. The dilutive effect of outstanding restricted share is reflected
as additional share dilution in the computation of earnings per share.

The dilutive effect of outstanding options is reflected as additional share
dilution in the computation of earnings per share.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continued)

Employee benefits
Pension scheme

Payments to the Mandatory Provident Fund Scheme or state-managed
retirement benefit schemes are recognised as an expense when
employees have rendered service entitling them to the contributions.

PRC

The employees of the Group in the PRC are members of state-managed
retirement benefit schemes operated by the local government in the
PRC. The Group is required to contribute a specified percentage of the
payroll costs to the retirement benefit schemes to fund the benefits.
The only obligation of the Group with respect to the retirement benefit
schemes is to make the specified contributions.

Hong Kong

The Group participates in a defined contribution scheme which is
registered under a Mandatory Provident Fund Scheme (the “MPF
Scheme™) established under the Hong Kong Mandatory Provident Fund
Schemes Ordinance in December 2000. The assets of the schemes are
held separately from those of the Group, in funds under the control of
trustees.

Termination benefits

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

Other employee benefits

Defined benefit plan

The Group operates a defined benefit pension plan which requires
contributions to be made to a separately administered fund. The
benefits are unfunded. The cost of providing benefits under the defined
benefit plan is determined using the projected unit credit actuarial
valuation method.

Remeasurements arising from defined benefit pension plans, comprising
actuarial gains and losses, the effect of the asset ceiling (excluding
amounts included in net interest on the net defined benefit liability) and
the return on plan assets (excluding amounts included in net interest
on the net defined benefit liability), are recognised immediately in the
consolidated statement of financial position with a corresponding debit
or credit to retained profits through other comprehensive income in
the period in which they occur. Remeasurements are not reclassified to
profit or loss in subsequent periods.

China Resources Pharmaceutical Group Limited Annual Report 2022 183



AR

ARE MR M R

Notes to Consolidated Financial Statements

—E-—F+=-HA=+—H 31 December 2022

24 ERSFTBERME (&)

184

H 4R BB R ()

RE B ()

BRI AN IA TR AR P& 5
) :

o FEIMESEREAR R
o AREBAMEEERAER

MEBFEDRREXDAEFRERFE
EXRBITRRFE - ARBIRNEREZS
BaRP HERA R THRF S F A&
EREX M EFEATHAANE

o RBAL(BEMHMRBERA BE
RIGEA - R BB NIERATEEE

o FFERXEKA

&R A A

Wi ZRIEEREREE(AIFE—
BREREOEZERERELHENE
E)EEBENERREAERTER £
REZEEENBORAN - EEED KA
EREMRGHNHER - AT B RHZER
FRABERERN - ERFEEFBERER
BEXHAMEFREMRBMKERAZ
BEGTEARNERRATE - B EME
RARARELBE S - ERIABE—
BEEERSELNFEREMARA -

)
RERI B M IR IR A& L B
VR - BUE KRB 0B B R
R -

ARRERETEESEP RS ZERN -
THRERBRZERE S - Bt 7 HK
ERREREMEERANERIERE -

2022 F 3R EHBEEEARAR

2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continued)

Other employee benefits (continued)
Defined benefit plan (continued)
Past service costs are recognised in profit or loss at the earlier of:

. the date of the plan amendment or curtailment; and
o the date that the Group recognises restructuring-related costs

Net interest is calculated by applying the discount rate to the net
defined benefit liability or asset. The Group recognises the following
changes in the net defined benefit obligation under “cost of sales” and
“administrative expenses” in the consolidated statement of profit or
loss by function:

° service costs comprising current service costs, past-service costs,
gains and losses on curtailments and non-routine settlements

. net interest expense or income

Borrowing costs

Borrowing costs directly attributable to the acquisition, construction
or production of qualifying assets, i.e., assets that necessarily take a
substantial period of time to get ready for their intended use or sale,
are capitalised as part of the cost of those assets. The capitalisation
of such borrowing costs ceases when the assets are substantially
ready for their intended use or sale. Investment income earned on the
temporary investment of specific borrowings pending their expenditure
on qualifying assets is deducted from the borrowing costs capitalised.
All other borrowing costs are expensed in the period in which they are
incurred. Borrowing costs consist of interest and other costs that an
entity incurs in connection with the borrowing of funds.

Dividends

Final dividends are recognised as a liability when they are approved by
the shareholders in a general meeting. Proposed final dividends are
disclosed in the notes to the financial statements.

Interim dividends are simultaneously proposed and declared, because
the Company’s memorandum and articles of association grant the
directors the authority to declare interim dividends. Consequently,
interim dividends are recognised immediately as a liability when they
are proposed and declared.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continued)

Foreign currencies

These financial statements are presented in Hong Kong dollars,
which is the Company’s functional currency. Each entity in the Group
determines its own functional currency and items included in the
financial statements of each entity are measured using that functional
currency. The Group measures foreign currency transactions in the
respective functional currencies of the Company and its subsidiaries.
In determining the functional currencies of the group’s entities, each
entity takes into consideration the currency that mainly influences
sales prices for goods and services; the currency of the country whose
competitive forces and regulations mainly determine the sale prices of
the entity’s goods and services; and the currency that mainly influences
labour, material and other costs of providing goods or services; and the
currency in which financing activities were made and the currencies in
which receipts from operating activities are retained.

Foreign currency transactions recorded by the entities in the Group
are initially recorded using their respective functional currency rates
prevailing at the dates of the transactions. Monetary assets and
liabilities denominated in foreign currencies are translated at the
functional currency rates of exchange ruling at the date when the fair
value was determined. Non-monetary items that are measured in terms
of historical cost in a foreign currency are not retranslated. Differences
arising on settlement or translation of monetary items are recognised in
the statement of profit or loss.

The functional currencies of certain overseas subsidiaries, joint ventures
and associates are currencies other than the Hong Kong dollar. As at
the end of the reporting period, the assets and liabilities of these entities
are translated into Hong Kong dollars at the exchange rates prevailing
at the end of the reporting period and their statements of profit or
loss are translated into Hong Kong dollars at the exchange rates that
approximate to those prevailing at the dates of the transactions.

The resulting exchange differences are recognised in other
comprehensive income and accumulated in the exchange fluctuation
reserve. On disposal of a foreign operation, the component of other
comprehensive income relating to that particular foreign operation is
recognised in the statement of profit or loss.

For the purpose of the consolidated statement of cash flows, the cash
flows of overseas subsidiaries are translated into Hong Kong dollars at
the average exchange rate.

Goodwill and fair value adjustments on identifiable assets and liabilities
acquired arising on an acquisition of a foreign operation are treated as
assets and liabilities of that foreign operation and translated at the rate
of exchange prevailing at the end of each reporting period.
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3.

SIGNIFICANT ACCOUNTING JUDGEMENTS
AND ESTIMATES

The preparation of the Group’s financial statements requires
management to make judgements, estimates and assumptions that
affect the reported amounts of revenues, expenses, assets and liabilities,
and their accompanying disclosures, and the disclosure of contingent
liabilities. Uncertainty about these assumptions and estimates could
result in outcomes that could require a material adjustment to the
carrying amounts of the assets or liabilities affected in the future.

Judgements

In the process of applying the Group’s accounting policies, management
has made the following judgements, apart from those involving
estimations, which have the most significant effect on the amounts
recognised in the financial statements:

Control over Dong-E-E-Jiao

The Group has accounted for Dong-E-E-Jiao as a subsidiary of the
Group, whose shares are listed on the Shenzhen Stock Exchange. As at
31 December 2022, the Group directly held a 9.00% (2021: 9.00%)
interest in Dong-E-E-Jiao and indirectly held a further interest in Dong-E-
E-Jiao through CR Dong-E-E-Jiao, a 56.62% subsidiary of the Company
which held a 23.50% (2021: 23.50%) equity interest in Dong-E-E-Jiao.
The remaining 67.50% (2021: 67.50%) of shareholdings of Dong-E-E-
Jiao are owned by thousands of shareholders that are unrelated to the
Group. As at 31 December 2022, The Group’s equity interest in Dong-
E-E-Jiao was 22.31% (2021: 22.31%)).

The directors of the Company assessed whether or not the Group
has control over Dong-E-E-Jiao based on whether the Group has
the practical ability to direct the relevant activities of Dong-E-E-Jiao
unilaterally. In making their judgement, the directors of the Company
considered the Group's absolute size of shareholding in Dong-E-E-Jiao
and the relative size of and dispersion of the shareholdings owned by
the other shareholders and the fact that the Group has the practical
right to appoint the majority members of the board of directors
of Dong-E-E-Jiao. After assessment, the directors of the Company
concluded that the Group has a sufficient dominant voting interest to
direct the relevant activities of Dong-E-E-Jiao, and therefore the Group
has control over Dong-E-E-Jiao.
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SIGNIFICANT ACCOUNTING JUDGEMENTS
AND ESTIMATES (continued)

Judgements (continued)

Control over CR Boya Bio-pharmaceutical

The Group has accounted for CR Boya Bio-pharmaceutical as a
subsidiary of the Group, whose shares are listed on the Shenzhen Stock
Exchange. As at 31 December 2022, the Group directly held a 29.28%
(2021: 28.86%) equity interest in CR Boya Bio-pharmaceutical and
held a further 11.31% (2021: 11.15%) voting interest in CR Boya Bio-
pharmaceutical by the entrustment of voting rights of one shareholder.
The Group’s total voting interest in CR Boya Bio-pharmaceutical was
40.59% (2021: 40.01%). The remaining 59.41% (2021: 59.99%) of
voting interests in CR Boya Bio-pharmaceutical are owned by thousands
of shareholders.

The directors of the Company assessed whether or not the Group has
control over CR Boya Bio-pharmaceutical based on whether the Group
has the practical ability to direct the relevant activities of CR Boya Bio-
pharmaceutical unilaterally. In making their judgement, the directors of
the Company considered the Group’s absolute size of shareholding in
CR Boya Bio-pharmaceutical and the relative size of and dispersion of
the shareholdings owned by the other shareholders and the fact that
the Group has the practical right to appoint the majority members of
the board of directors of CR Boya Bio-pharmaceutical. After assessment,
the directors of the Company concluded that the Group has a sufficient
dominant voting interest to direct the relevant activities of CR Boya Bio-
pharmaceutical, and therefore the Group has control over CR Boya Bio-
pharmaceutical.

Deferred tax on investment properties

For the purpose of measuring deferred tax arising from investment
properties that are measured using the fair value model, the directors of
the Company have reviewed the Group's investment property portfolios
and concluded that the Group’s investment properties are held under
a business model whose objective to consume substantially all of the
economic benefits is embodied in the investment properties over time.
Therefore, in determining the Group’s deferred tax on investment
properties, the directors of the Company have determined that the
presumption that the carrying amounts of investment properties
measured using the fair value model are recovered entirely through sale
is rebutted.

As a result, the Group has recognised deferred tax on changes in fair
value of investment properties on the basis that the deferred tax reflects
the tax consequences that will follow from the manner in which the
Group expects at the end of the reporting period to recover the carrying
amount of the investment properties.
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3.

SIGNIFICANT ACCOUNTING JUDGEMENTS
AND ESTIMATES (continued)

Judgements (continued)

Property lease classification — Group as lessor

The Group has entered into commercial property leases on its
investment property portfolio. The Group has determined, based on
an evaluation of the terms and conditions of the arrangements, such
as the lease term not constituting a major part of the economic life
of the commercial property and the present value of the minimum
lease payments not amounting to substantially all the fair value of the
commercial property, that it retains substantially all the significant risks
and rewards of incidental to ownership of these properties which are
leased out on and accounts for the contracts as operating leases.

Significant judgement in determining the lease term of contracts with
renewal options

The Group has several lease contracts that include extension and
termination options. The Group applies judgement in evaluating
whether or not to exercise the option to renew or terminate the
lease. That is, it considers all relevant factors that create an economic
incentive for it to exercise either the renewal or termination. After the
commencement date, the Group reassesses the lease term if there is
a significant event or change in circumstances that is within its control
and affects its ability to exercise or not to exercise the option to renew
or to terminate the lease (e.g., construction of significant leasehold
improvements or significant customisation to the leased asset).

The Group includes the renewal period as part of the lease term for
leases of property/warehouses due to the significance of these assets
to its operations. These leases have a short non-cancellable period (i.e.,
three to five years) and there will be a significant negative effect on
production if a replacement is not readily available.

Estimation uncertainty

The key assumptions concerning the future and other key sources of
estimation uncertainty at the end of the reporting period, that have a
significant risk of causing a material adjustment to the carrying amounts
of assets and liabilities within the next financial year, are described
below.
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SIGNIFICANT ACCOUNTING JUDGEMENTS
AND ESTIMATES (continued)

Estimation uncertainty (Continued)

Impairment of property, plant and equipment

The Group assesses annually whether property, plant and equipment
have any indication of impairment, in accordance with the relevant
accounting policies. The recoverable amounts of property, plant and
equipment have been determined based on the higher of the fair value
less cost of disposal and value in use calculations. These calculations
and valuations require the use of judgement and estimates on future
operating cash flows and discount rates adopted. In case where the
recoverable amounts of property, plant and equipment assessed are
higher or less than expected, a material reversal or recognition of
impairment of property, plant and equipment may arise, which would
be recognised in profit or loss in the period in which such recognition
takes place.

Impairment of goodwill and intangible assets

At the end of each reporting period the Group reviews the carrying
amounts of its intangible assets with finite useful lives to determine
whether there is any indication that those assets have suffered
an impairment loss. If any such indication exists, the recoverable
amount of the asset is estimated in order to determine the extent of
the impairment loss (if any). When it is not possible to estimate the
recoverable amount of an individual asset, the Group estimates the
recoverable amount of the cash-generated unit to which the asset
belongs.

When determining whether goodwill and intangible assets with
indefinite useful lives are impaired, the Group requires an estimation
of the recoverable amount of the cash-generating units to which
goodwill and intangible assets have been allocated, which is the higher
of the value in use or fair value less costs of disposal. The value in
use calculation requires the Group to estimate the future cash flows
expected to arise from the cash-generating unit and a suitable discount
rate in order to calculate the present value. Where the actual future
cash flows are less than expected, or change in facts and circumstances
which results in downward revision of future cash flows, a material
impairment loss/further impairment loss may arise.
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3.

SIGNIFICANT ACCOUNTING JUDGEMENTS
AND ESTIMATES (continued)

Estimation uncertainty (continued)

Impairment of non-financial assets (other than goodwill and intangible
assets)

The Group assesses whether there are any indicators of impairment
for all non-financial assets (including the right-of-use assets) at the
end of each reporting period. Other non-financial assets are tested for
impairment when there are indicators that the carrying amounts may
not be recoverable. An impairment exists when the carrying value of an
asset or a cash-generating unit exceeds its recoverable amount, which is
the higher of its fair value less costs of disposal and its value in use. The
calculation of the fair value less costs of disposal is based on available
data from binding sales transactions in an arm’s length transaction of
similar assets or observable market prices less incremental costs for
disposing of the asset. When value in use calculations are undertaken,
management must estimate the expected future cash flows from the
asset or cash-generating unit and choose a suitable discount rate in
order to calculate the present value of those cash flows.

Provision for expected credit losses on trade receivables

The Group uses a provision matrix to calculate ECLs for trade
receivables. The provision rates are based on the ageing of trade
receivables for groupings of various customer segments that have
similar loss patterns (i.e., by geography, product type, customer type
and rating, and coverage by letters of credit and other forms of credit
insurance).

The provision matrix is initially based on the Group's historical observed
default rates. The Group will calibrate the matrix to adjust the historical
credit loss experience with forward-looking information. For instance, if
forecast economic conditions (i.e., gross domestic product) are expected
to deteriorate over the next year which can lead to an increased number
of defaults, the historical default rates are adjusted. At each reporting
date, the historical observed default rates are updated and changes in
the forward-looking estimates are analysed.

The assessment of the correlation among historical observed default
rates, forecast economic conditions and ECLs is a significant estimate.
The amount of ECLs is sensitive to changes in circumstances and
forecast economic conditions. The Group's historical credit loss
experience and forecast of economic conditions may also not be
representative of a customer’s actual default in the future. The
information about the ECLs on the Group’s trade receivables is disclosed
in Note 25 to the financial statements.
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SIGNIFICANT ACCOUNTING JUDGEMENTS
AND ESTIMATES (continued)

Estimation uncertainty (continued)

Leases — Estimating the incremental borrowing rate

The Group cannot readily determine the interest rate implicit in a lease,
and therefore, it uses an incremental borrowing rate (“IBR") to measure
lease liabilities. The IBR is the rate of interest that the Group would have
to pay to borrow over a similar term, and with a similar security, the
funds necessary to obtain an asset of a similar value to the right-of-use
asset in a similar economic environment. The IBR therefore reflects what
the Group “would have to pay”, which requires estimation when no
observable rates are available (such as for subsidiaries that do not enter
into financing transactions) or when it needs to be adjusted to reflect
the terms and conditions of the lease (for example, when leases are not
in the subsidiary’s functional currency). The Group estimates the IBR
using observable inputs (such as market interest rates) when available
and is required to make certain entity-specific estimates (such as the
subsidiary’s stand-alone credit rating).

Impairment of interests in associates

The carrying amount of interests in associates is reviewed for
impairment in accordance with HKAS 36 whenever certain events or
changes in circumstances indicate that the carrying amount may not be
recoverable. The Group determines the recoverable amount which is
the higher of value in use and fair value less costs of disposal. The value
in use is based on the estimations of future expected cash flows from
the associates and a suitable discount rate. Where the actual future
cash flows are less than or more than expected, or there are favourable
or unfavourable events and changes in facts and circumstances which
result in revision of future estimated cash flows, a material impairment
loss may arise or reverse.

Allowance for inventories

The Group makes allowance for inventories based on an assessment
of the net realisable value of inventories. Allowances are applied to
inventories where events or changes in circumstances indicate that
the net realisable value is lower than the cost of inventories. The
identification of obsolete inventories requires the use of judgement and
estimates on the conditions and usefulness of the inventories. In cases
where the net realisable value of inventories assessed are less than
expected, a material recognition of allowance for inventories may arise,
which would be recognised in profit or loss in the period in which such
recognition takes place.
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3.

SIGNIFICANT ACCOUNTING JUDGEMENTS
AND ESTIMATES (continued)

Estimation uncertainty (continued)

Deferred tax assets

As at 31 December 2022, deferred tax assets of HK$1,606,215,000
(2021: HK$1,309,559,000), in relation to unused tax losses and
deductible temporary differences have been recognised in the Group’s
consolidated statement of financial position. The realisability of the
deferred tax asset mainly depends on whether sufficient future profits
or taxable temporary differences will be available in the future. In
cases where the taxable future profits generated are less or more
than expected, or change in facts and circumstances which results
in revision of future taxable profits estimation, a material reversal or
further recognition of deferred tax assets may arise, which would be
recognised in profit or loss for the period in which such a reversal or
further recognition takes place.

Development costs

Development costs are capitalised in accordance with the accounting
policy for research and development costs in Note 2.4 to the financial
statements. Determining the amounts to be capitalised requires
management to make assumptions regarding the expected future cash
generation of the assets, discount rates to be applied and the expected
period of benefits.
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SEGMENT INFORMATION

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

Specifically, the Group has four reportable segments as follows:

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

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

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

(d)  Other business operations (Others) — property holding

No operating segments have been aggregated to derive the reportable
segments of the Group.

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

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

Segment results represent the profit earned by each segment without
allocation of other income, other gains and losses, administrative
expenses, other expenses, share of results of associates and joint
ventures, finance income and non-leased-related finance costs. This
is the measure reported to the CODM for the purposes of resource
allocation and performance assessment.
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SEGMENT INFORMATION (continued)

For the purposes of monitoring segment performance and allocating
resources between segments:

s MMAERE(BRERHMEBARMNKER .
Rl AR EBASEERAFIR) DB
EARENREE  TEREBERTER
HEERAKEIFIE K

all assets (including investments in subsidiaries and the amounts
due from group entities within the Group) are allocated to
reportable segment assets other than deferred tax assets and tax
recoverable; and

s MMAREBE(BEERNAZEAKEE .
BOFR) DEEAMEDAALE

all liabilities (including the amounts due to group entities within
the Group) are allocated to reportable segment liabilities other
than tax payable, deferred tax liabilities, short-term debentures,
bank borrowings, bonds payable and other non-current liabilities.

TEEEMNKRE EEREEE
RHRE S  RITER BNES

REAMIEREEE o
DR RERES Segment revenue and results
LA 242 A] 3R 45 R AT & /9 90 BB ) AN £ B Uk The following is an analysis of the Group’s revenue and results by
LN DT reportable and operating segment:
BE-_ZE-_—_F+-A=+—HLEFE Year ended 31 December 2022
SEA T FHA BERT Hitr
Manufacturing  Distribution Retail
segment segment segment Others
RBTR AHTR #BTR RHTR BBTR
HKS'000 HKS000 HKS000 HK$000 HK$000
ik 16 Segment revenue
INERSHE External sales 40,166,618 205,062,184 8,836,775 40,789 254,106,366
AEEHE Inter-segment sales 4,129,158 6,226,297 - - 10,355,455
44,295,776 211,288,481 8,836,775 40,789 264,461,821
g Elimination:
B BEHE Elimination of inter-segment sales (10,355,455)
AEkE Segment revenue 254,106,366
PHEE Segment results 11,736,153 8,256,229 17,388 20,934 20,030,704
HtleA (Fizte) Other income (Note 6) 1,422,099
Hiblrzs REE (M5E7)  Other gains and losses (Note 7) (1,405,005)
TRAE Administrative expenses (6,479,027)
Hif% Other expenses (2,152,545)
BEWA (Fi7E8) Finance income (Note 8) 833,876
BEKK(TRERE Finance costs (other than interest
BEFE) on lease liabilities) (2,783,033)
AMEBEDAR Share of profits of associates
ARELEER and joint ventures 388,644
BB AR Profit before tax 9,855,713
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SEGMENT INFORMATION (continued)

Segment revenue and results (continued)

Year ended 31 December 2021

Dlstnbunon

Manufacturmg Retalil
segment segment segment
BB BETT BETT BETT BETT
HKS'000 HK$'000 HK$000 HK$000 HK$'000
ik 16 Segment revenue
SNEFsEE External sales 35,179,359 193,857,670 7,605,204 163,936 236,806,169
DEEHEE Inter-segment sales 3,435,090 5,267,728 - - 8,702,818
38,614,449 199,125,398 7,605,204 163,936 245,508,987
#i: Elimination:
HEADREEE Elimination of inter-segment sales (8,702,818)
ks Segment revenue 236,306,169
AHEE Segment results 9,715,824 8,048,715 (52,289) 68,788 17,781,038
HeleA (Fizte) Other income (Note 6) 1,517,148
Hip iz REE (7E7)  Other gains and losses (Note 7) (1,275,010)
IBHEY Administrative expenses (6,236,259)
Hi % Other expenses (1,745,278)
BEWA (H15E8) Finance income (Note 8) 729,329
BEMA(TRERE Finance costs (other than interest
BEFE ) on lease liabilities) (2,676,133)
HEBE AR Share of profits of associates
A ”ﬁ%mﬂ and joint ventures 313,597
BREATE R Profit before tax 8,408,432
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4, DEER (E) 4. SEGMENT INFORMATION (continued)
THEERERE Segment assets and liabilities
AT RIZAI SR E REEM D L REBE The following is an analysis of the Group’s assets and liabilities by
ERBENDT: reportable and operating segments:
—sE--%#+=-H=+—H 31 December 2022
SELT FHI BESE Hity 1 86
Manufacturing  Distribution Retail
segment segment segment Others  Elimination
BETT BETT BETT BB BT BETT
HKS'000 HKS'000 HKS'000 HKS'000 HKS'000 HKS'000
PEHEE Segment assets 90,246,002 141,113,233 3,696,091 8,958,833 (4,461,362) 239,552,797
RIEHIBEE (M3E32) Deferred tax assets (Note 32) 1,606,215
A EEHE Tax recoverable 127,406
BEER Total assets 241,286,418
NEEE Segment liabilities 18,856,232 70,903,190 3,911,649 15,473,334  (12,310,828) 96,833,577
KPEERE Unallocated liabilities 54,270,508
AEAE Total liabilities 151,104,085
T —F+ZA=+—H 31 December 2021
D#HDH TENH Hth iz
Manufacturing Distribution Retail
segment segment segment Others Elimination
BB BB BT BT BB BB
HKS 000 HKS 000 HKS'000 HK$'000 HK$'000 HKS'000
PHEE Segment assets 93,869,359 141,302,210 3,560,167 11,001,839 (2,633,885 247,099,690
EIEHIBEE (M5E32) Deferred tax assets (Note 32) 1,309,559
A EEE Tax recoverable 153,061
BEER Total assets 248,562,310
AHakE Segment liabilities 18,524,776 72,154,624 3,507,821 12,528,598 (12,118,143) 94,597,676
APEER Unallocated liabilities 58,980,368
BEER Total liabilities 153,578,044
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SEGMENT INFORMATION (continued)

Other segment information

Year ended 31 December 2022

AR BEREHRE

nE BERRENE

EREAENE
BVEAESH

ERRHFALAESE
AT AT R BEE

FABEENTE:

BENELAEES
e
RS RE IR
RN I
BERRETEAS

wIE  BERR
RERMRE
SEABRRARE
SEAERRL
HE
FEREEERAL
HIE

0% BERRENE
EREEAENE

BN AERH
*EARX

Amounts included in the
measurement of segment
results:

Depreciation of property,
plant and equipment

Depreciation of right-of-use assets

Amortisation of intangible assets

Amounts regularly provided to
the board of directors of the
Company but not included in
the measurement of segment
results or segment assets:

Loss arising on change in fair value
of investment properties

Impairment recognised on trade
and other receivables, net

Allowance for slow-moving and
obsolete inventories

Impairment recognised on property,
plant and equipment

Impairment recognised on goodwill

Impairment recognised on
intangible assets

Impairment recognised on
right-of-use assets

*Depreciation of property,
plant and equipment

*Depreciation of right-of-use assets

*Amortisation of intangible assets

**Capital expenditure

HELB AHD B BENY
Manufacturing  Distribution Retail
segment segment segment
BETR BETR BETT BETR BETT
HK$'000 HKS$'000 HK$'000 HK$'000 HK$'000
1,037,158 351,981 25,523 11,702 1,426,364
124,138 248,633 95,812 796 469,379
191,159 228,646 - - 419,805
- - - (143,017) (143,017)
(6,860) 691,256 3,531 82 688,009
88,353 17,592 1,060 - 107,005
123,698 - - - 123,698
73,051 21,889 - - 94,940
- 18,107 - - 18,107
15,736 - 5250 - 20,986
386,932 141,985 2,595 7,285 538,797
73,598 113,826 1,403 17,891 206,718
84,065 7,020 2 - 91,087
3,262,997 1,033,798 41,985 1,365 4,340,145
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4. DERER () 4. SEGMENT INFORMATION (continued)

HitpEER () Other segment information (continued)

HE-Z-—F+-_F=+—HIFE Year ended 31 December 2021
BUES DD
Manufacturing Distribution
segment segment
BT BRI BT BETT BT
HKS'000 HK$000 HK$'000 HK$'000 HK$'000
FAGEAHEENFE | Amounts included in the
measurement of segment
results:
¥ BERZENE  Depreciation of property,
plant and equipment 1,016,662 315,110 29,260 534 1,361,566
EREEERE Depreciation of right-of-use assets 118,739 218,251 172,228 - 509,218
BVEEEZH Amortisation of intangible assets 114,985 145,229 - - 260,214
EHRHEFAATAEEZE  Amounts regularly provided to
MAFTATEAHEE  the board of directors of the
RAHEENTER Company but not included in
the measurement of segment
results or segment assets:
RENMEARERE Gain arising on change in fair value

FTEERKE of investment properties - - - 18,920 18,920
HESHREMEWRZIE  Impairment recognised on trade

BRNAE  FE and other receivables, net 72,654 481,336 2,844 102 556,936
HHERREFTERRE Allowance for slow-moving and

obsolete inventories 485,571 13,299 - - 498,870
HWE - WE R Impairment recognised on property,

ERNRE plant and equipment 138,405 867 16 - 139,288
HEERANAE Impairment recognised on goodwill 123,554 198 - - 123,752
HEREERRA Impairment recognised on

mE intangible assets - 663 - - 663
R REEERERL Impairment recognised on

RE right-of-use assets 18,812 - 1,841 - 20,653
¥ WEREENE  *Depreciation of property,

plant and equipment 210,519 171,991 2,559 3,525 388,594
EREEENE *Depreciation of right-of-use assets 43,064 158,373 1,281 7,195 209,913
mAEEE *Amortisation of intangible assets 85,668 6,717 - - 92,385
BRRX **Capital expenditure 2,361,917 731,634 104,604 15,027 3,213,182
* THESBIEETRHESERE Y- * Depreciation of right-of-use assets, depreciation of property, plant
BENEEHITERBER EE# - and equipment and amortisation of intangible assets are included in
administrative expenses.
* % BARETBDEYDE HMEREE BB i Capital expenditure consists of additions to property, plant and
WE FREEELNEEE (T 8K equipment, investment properties, right-of-use assets and intangible
BB ARIPTELE ZERE)RIEHN - assets excluding assets from acquisition of subsidiaries.
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DEER (&) 4. SEGMENT INFORMATION (continued)
1h 38 & K} Geographical information
(a) FKEISBEFHMEE (a)  Revenue from external customers

BT T BT T
HK$'000 HK$'000
eellipiu) Mainland China 253,501,192 236,177,389
BE Hong Kong 605,174 628,780

254,106,366 236,806,169

i EER D ERE P o The revenue information above is based on the locations of the
customers.
(b) IR EE S a IR E B E (b)  Non-current assets by geographical location
AEBEMNKEETEMRAPE & The Group’s operations are mainly located in the PRC and
T EEEVEE ONERBDE substantially all non-current assets are located in the PRC by
EUMRPE - location of assets.
FEXEEFNEHR Information about major customers
RERERIW|ER TP SBBARE No revenue from customers in each reporting period individually
BB ZER 10% ° amounted to over 10% of the total revenue of the Group.
& 5. REVENUE
Wam T an T An analysis of revenue is as follows:
2022 2021
R BT
HK$"000 HK$'000
KEEFAEHNKE Revenue from contracts with customers
BEEREE Sale of pharmaceutical products 253,998,927 236,609,142
R B H A HROR K Wz Revenue from other sources
REREMFELEHER Gross rental income from investment
He WAL - property operating leases:
MERZ  RREEENK Lease payments, including fixed payments 107,439 197,027
254,106,366 236,806,169
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5. W& (&) 5. REVENUE (continued)
REEFEHNNKE Revenue from contracts with customers
()  DEWKEEH (i) Disaggregated revenue information
BE-E-_—_S+-HA=+—-HLt For the year ended 31 December 2022
FE
HELH AHAH ZELH Hih i
Manufacturing Distribution Retail
segment segment segment Others Elimination
E¥TR BB BT BT RETT E¥TR
HKS000 HKS'000 HKS'000 HKS'000 HKS 000 HKS000
WEREINEE Timing of revenue recognition
REERREE Atapointin time 44,244,138 211,261,550 8,829,407 19,287 (10,355,455) 253,998,927
REEFEHN Total revenue from contracts
Wil with customers 44,244,138 211,261,550 8,829,407 19,287 (10,355,455) 253,998,927
HE-_ZT-—F+-_A=+—H81t For the year ended 31 December 2021
FE
HEHT A TEHT e
Manufacturing Distribution Retail
segment segment segment Elimination
AETTL AETT BETT BETT AT RETTL
HK§ 000 HK§ 000 HK$'000 HK$'000 HK$'000 HK§ 000
WERINEE Timing of revenue recognition
REEREY Ata point in time 38,558,652 199,066,681 7,596,221 90,406 (8,702,818) 236,609,142
REEFEHM Total revenue from contracts
et k] with customers 38,558,652 199,066,681 7,596,221 90,406 (8,702,818) 236,609,142
TREF AR RS B R A The following table shows the amounts of revenue recognised in
HLEMYA LB BN RESEE the current reporting period that were included in the contract

liabilities at the beginning of the reporting period:

2022 2021

BETR BETFR
HK$'000 HK$'000
BB ARE Y Revenue recognised that was included
SREENKE in contract liabilities at the beginning
of the reporting period:
ERIEE Sale of goods 3,556,951 2,477,763
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5. REVENUE (continued)

Revenue from contracts with customers (continued)

(i) Performance obligations
Information about the Group's performance obligations is
summarised below:

Sale of pharmaceutical products

For sale of pharmaceutical products, revenue is recognised when
control of the goods has been transferred. The trading terms with
its customers are mainly on credit, except for new customers,
where payment in advance is normally required. Some contracts
provide customers with a right of return and volume rebates
which give rise to variable consideration subject to constraint.

6. OTHER INCOME

BN BETFR
HK$'000 HK$'000
BR7E B UL A Service fee income 679,204 608,619
BB Government grants 464,441 564,986
AR A SR A LT A A AR R A Covid-19-related rent concessions
e % (MFE17) from lessors (Note 17(c)) = 17,457
AEEH=E (HE170) Remeasurement of lease (Note 17(c)) 8,033 706
& B WA Dividend income 17 2,217
mES KA Compensation income 18,481 83,020
HAth Others 251,923 240,143
1,422,099 1,517,148
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7. EftmKkiEsE 7. OTHER GAINS AND LOSSES
i3 BETT BT T
Notes HK$"000 HK$'000
HE GEHEMBARMUE  Gain on disposal/deregistration of
subsidiaries 401,627 3,174
HEWE  BENRRZRMEIEEN (Loss)gain on disposal of items of

(B#8/), W F58 property, plant and equipment, net (958) 6,439
BIEFERIZ A EEF AEM Expenses relating to derecognition of

2HNETENE S trade and bills receivables measured

JEMWGRIBE R EUREIEME A atfair value through other

comprehensive income (532,884) (544,698)
HUE - BERRHER Impairment recognised on property,

EOpEREY 3] plant and equipment 15 (123,698) (139,288)
MBI EERINMARIE  Impairment recognised on intangible assets 19 (18,107) (663)
ARBEE AR ERERSN Impairment recognised on interests

B AR in associates (205,495) (23,025)
FE S EYGIBEERA Impairment recognised on trade

EEE - R receivables, net 25 (601,268) (455,813)
L EL f E R IE TSR A Impairment recognised on other

EEE - R receivables, net 25 (86,741) (101,123)
IEEERRAERIE Impairment recognised on goodwill 18 (94,940) (123,752)
AR EERER Impairment recognised on

B AR right-of-use assets 17 (20,986) (20,653)
EASEEFEAEZEF A Fair value changes on financial assets at

BN EmMEEMNARE[E  fair value through profit or loss

2% 20,421 147,817
WEMERAREEBEE Fair value changes on investment

properties 16 (143,017) 18,920
HAh Others 1,041 (42,345)
(1,405,005) (1,275,010)
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B A K A A 8. FINANCE INCOME AND COSTS
2022 AOYA
BETT BT T
HKS$000 HK$'000
BEKA Finance costs:
RITERFE Interest on bank borrowings 2,454,818 2,371,608
PR EHFE Interest on bonds payable 177,743 250,336
RE—EFREERAFR Interest on borrowings from an intermediate
BRFE holding company 122,404 21,894
HEaEA e (ME17(0) Interest on lease liabilities (Note 17(b)) 70,960 68,548
RIKEFRBFE (FFFE33) Interest on defined benefit
obligations (Note 33) 29,895 33,641
B ME - BERERES Less: Interest capitalised in property,
AR F S (MFE15) plant and equipment (Note 15) (1,827) (1,346)
BB KA 4R Total finance costs 2,853,993 2,744,681
BEWA — F B WA Finance income — Interest income (833,876) (729,329)
BB AR5 R Net finance costs 2,020,117 2,015,352
ek EREFBRREADGEEREERN Note: Capitalised interest arose from funds borrowed specifically for the purpose
BEEREREEHEE  WiK3.80%ZF of obtaining qualifying assets and from the general borrowing pool which
3.95% (=T =—4F : 4.79%) NEFEE AL is calculated by applying a capitalisation rate of 3.80%-3.95% (2021:
MEAHECEBREEEENMRX 4.79%) per annum to expenditure on qualifying assets.
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9. PBR¥EATEF 9. PROFIT BEFORE TAX
A5 B B BR R ATE B DR (BT A LA The Group's profit before tax is arrived at after charging/(crediting):
THIBRED:
o BT BETFT
Notes HK$"000 HK$'000
EEH Directors’ remuneration 10 13,100 13,426
EERFMAX Employee benefit expense
(TBEEESHH) (excluding directors’ remuneration)
TERF® Wages and salaries 9,652,021 9,054,221
ARG E 2 I 2 Equity-settled share option expense 36 116,202 1,434
HEZmar 2 Defined benefit scheme expense 33 (6,603) 14,788
RRAE R T B+ Retirement benefit scheme contribution* 995,655 939,613
B Total 10,770,375 10,023,482
1% 2B 5 BM Auditors’ remuneration 23,602 24,097
mE - BERBETE Depreciation of property, plant and
equipment 15 1,965,161 1,750,160
TREEENE Depreciation of right-of-use assets 17 676,097 719,131
B Amortisation of intangible assets 19 510,892 352,599
I RRETFERE Allowance for slow-moving and
obsolete inventories 107,005 498,870
ERAEERANMNIFENRZA  Cost of inventories recognised as
cost of sales 213,804,245 199,777,372
T GrAEMmAS) Research and development expenditure
(included in other expenses) 2,089,518 1,688,551
Rt AHEBETERN Lease payments not included in the
&R measurement of lease liabilities 17 159,139 190,918
b 5 Uk 5 58 Foreign exchange gain, net (32,631) (118,994)
BB Donations 59,817 43,557
% B A Dividend income 6 17) (2,217)
B H B Government grants 6 (464,441) (564,986)
B A Interest income 8 (833,876) (729,329)
REMENHEES WAL Gross rental income from investment
properties 5 (107,439) (197,027)
B B S MR E Y E  Less: Direct operating expenses arising
EENEELEEBR from rental-earning investment
properties 67,529 42,197
(39,910) (154,830)
* AREBIEARE T EHR R UM KA BIE * There are no forfeited contributions that may be used by the Group as the

FRARIR B HRUKT - employer to reduce the existing level of contributions.
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10. EERESTHBRAENEE 10. DIRECTORS’ AND CHIEF EXECUTIVE’S

REMUNERATION
RE ETRRA] - FE R HEHIE 383(1)@a) Directors’ and chief executive's remuneration for the year, disclosed
b) O RMIERAR (BEEEFZER) pursuant to the Listing Rules, section 383(1)(a), (b), (c) and (f) of
BROIE2F MR BEAFENEETREST the Hong Kong Companies Ordinance and Part 2 of the Companies
BAE®MBMELT : (Disclosure of Information about Benefits of Directors) Regulation, is as
follows:

BT T BT
HK$'000 HK$'000
e Fees 1,200 1,200
HAb B & - Other emoluments:
#Fre R EAERL Salaries and other allowances 11,706 11,569
RIKAEFET BI LK Retirement benefit scheme contributions 194 188
Efh Others - 469
11,900 12,226
13,100 13,426
J:L§$& XTI A BHIEE s IEAR The above directors’ and chief executive’s remuneration only included
N BBIUIERITES RITEENIEH remuneration during the tenure of each independent non-executive
TEERNTHZME - FA - BEEMIE director, executive director and non-executive director of the Company.
BITESME - There were no remuneration payable to the non-executive directors
during the year.
(a) BUFHTES (a) Independent non-executive directors
FARBUFNTESIANES The fees paid to independent non-executive directors during the
m year were as follows:
2022 2021
BT T BT
HK$'000 HK$'000
BREMZ T Mdm. Shing Mo Han Yvonne 300 300
GRS Mr. Kwok Kin Fun 300 300
BEETE Mr. Fu Tingmei 300 300
SR E A Mr. Zhang Kejian 300 300
1,200 1,200
¢ Wﬁ%@*ﬂiﬁﬁgfiﬁ%ﬁﬁ#%ﬂ There were no other emoluments payable to the independent
TEEMEMEN (T =_—F 1 8) - non-executive directors during the year (2021: Nil).
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10. EERESTHBRAENEE 10. DIRECTORS’ AND CHIEF EXECUTIVE’S

(& REMUNERATION (continued)

(b) HITES -  FHTEERESIT (b) Executive directors, non-executive directors and the
BAEB chief executive
BREREERAEENEREHNITE Mr. Bai Xiaosong is the chief executive officer (“CEQ") of the
(BE#TE])  REXEEZH Group and the emoluments disclosed above include those for
BB IERIER B RIITEREMNRT - services rendered by him as the chief executive officer.

HER RIEF
ik Ht =R st a8

Retirement
Salaries benefit
and other scheme
allowances contributions
BET T BT T BETT BEIR YT
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
—EC-CE 2022
HWITEE: Executive directors:
HEEMEE (f3ta)  Mr. Bai Xiaosong (Note a) - 2,829 58 - 2,887
KA E Mr. Tao Ran - 3,069 58 - 3,127
SEZRT Mdm. Weng Jingwen - 2,843 78 - 2,921
- 8,741 194 - 8,935
EHTES: Non-executive directors;
ERELAE (MFD)  Mr Han Yuewei (Note b) - 2,965 - - 2,965
MEELE Mr. Lin Guolong = = = = =
EERE Mr. Hou Bo = = = = =
EiF 2t (M) Mdm. Jiao Ruifang (Note ) = = = = =
EXFREEE(HEd)  Mr. Qing Mei Ping Cuo (Note d) = = - = =
B (H5ke) Mr. Tan Ying (Note e) = = = = =
- 2,965 - - 2,965
- 11,706 194 - 11,900
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10. EERESTHBRAENEE 10. DIRECTORS’ AND CHIEF EXECUTIVE’S

(#&) REMUNERATION (continued)
(b) HITES -  FHTEERESIT (b) Executive directors, non-executive directors and the
BAE (& chief executive (continued)
HeR
H A28 :
Retirement
Salaries benefit
and other scheme
allowances  contributions
BT i BETT BEFT AT
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
—E2=--F 2021
HiTES: Executive directors:
BRERE Mr. Han Yuewei - 4,826 50 199 5,075
FRALE Mr. Li Xiangming - 3,884 40 - 3,924
SEZRT Mdm. Weng Jingwen - 2,545 78 270 2,893
FaA %A Mr. Tao Ran - 314 20 - 334
- 11,569 188 469 12,226
FHTES: Non-executive directors:
FEHRAE Mr. Wang Chuncheng - - - - _
RBREE Mr. Yu Zhongliang - - - - -
Pmut Mdm. Guo Wei - - _ _ _
MERE S 4 Mr. Lin Guolong - - - - _
pESs Mr. Tan Ying - - - - -
FFERE Mr. Wang Shouye - - - - -
RERRE Mr. Lyu Ruizhi - - - - _
EERE Mr. Hou Bo - - - _ -
EERTHLE Mr. Qing Mei Ping Cuo - - - - -
- 11,569 188 469 12,226
Miira: ABENREENR T -_—F— 8 Note a: Mr. Bai Xiaosong was appointed as an executive director on 14
THAEZTARITES - January 2022.
fizEh: BREEENR T -_—_F—A8 Note b: Mr. Han Yuewei was ceased to be an executive director and was
+IOBETNBETRTESAES appointed as a non-executive director on 14 January 2022.
ERIFMITES -
Mac: BT XIR=ZTE=_=_F—A Note ¢: Mdm. Jiao Ruifang was appointed as a non-executive director on
TR ERTEAENTES - 14 January 2022.
Mixd: SEFREER - -_—_F—F8 Note d: Mr. Qing Mei Ping Cuo was ceased to be the non-executive
TOBETBEEENTES - director on 14 January 2022.
Mizfe : KB EER =%\ A Note e: Mr. Tan Ying was ceased to be the non-executive director on 25
Z+RBTHEFAERTES - August 2022.
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TEmEeEFHFMES
ENELERFMEERETAEE (=
T ) REZ IS0
RS0 B TS (ZF=—4
P) 3 A D R B BB TIA B
BEFRAOTAFHOT -

11. FIVE HIGHEST PAID EMPLOYEES

The five highest paid employees during the year included Nil (2021:
one) director, details of whose remuneration is set out in Note 10
above. Details of the remuneration for the year of the remaining five
(2021: four) highest paid employees who are neither a director nor
chief executive of the Company are as follows:

BYET T BT
HK$'000 HK$'000
e & E AR Salaries and other allowance 23,284 19,057
RURAE FIFT B3R Retirement benefit scheme contributions 184 133
23,468 19,190

FEENESTRABZEFHIEE
ZHHBATERHABT

The number of non-director and non-chief executive highest paid
employees whose remuneration fell within the following bands is as
follows:

2022 2021

BT T T
HK$'000 HK$'000
£ 3,000,001 TTE HK$3,000,001 to HK$3,500,000
755 3,500,000 7T - _
£ 3,500,001 TTE HK$3,500,001 to HK$4,000,000
754,000,000 7T 2 _
4,000,001 TTE HK$4,000,001 to HK$4,500,000
75 4,500,000 7T - _
75 4,500,001 TTE HK$4,500,001 to HK$5,000,000
75 #5,000,000 7T 2 2
755,000,001 TTE HK$5,000,001 to HK$5,500,000
755,500,000 7T = 2
755,500,001 TTE HK$5,500,001 to HK$6,000,000
756,000,000 7T - _
75 % 6,000,001 TTE HK$6,000,001 to HK$6,500,000
756,500,000 7T 1 _
5 4

HE_E_—_#+-_A=+—RHILEE"
AEBETERNIEESTMAL (BEE
EREE) INENEMIEANEARER
SMBEAEBKHNRHERHE (2T
T\ o

2022 F 3R EHBEEEARA

el

No emoluments were paid by the Group to the five highest paid
individuals (including directors and employees) as an inducement to join
or upon joining the Group or as compensation for loss of office during
the year ended 31 December 2022 (2021: Nil).
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INCOME TAX EXPENSE

Hong Kong profits tax has been provided at the rate of 16.5% (2021:
16.5%) on the estimated assessable profits arising in Hong Kong during
the year.

Under the Law of PRC on Enterprise Income Tax (the "EIT Law")
and Implementation Regulation of the EIT Law, the tax rate of PRC
subsidiaries is 25% from 1 January 2008 onwards, except for those
subsidiaries described below.

Certain subsidiaries operating in Mainland China were accredited as
“High and New Technology Enterprises” by the Science and Technology
Bureau of relevant provinces and other authorities for a term of three
years, and were registered with the local tax authorities to be eligible
for a reduced enterprise income tax rate of 15%.

Apart from that, according to the Guo Shui [2012] No. 12 and Cai
Zheng [2020] No. 23, certain PRC subsidiaries of the Group are
engaged in the encouraged business activities under the Development
of Western Region Program, and a preferential tax rate of 15% is
granted for an extended period from 2011 to 2030. As a result, the tax

R RETERN AT B SR - rate of 15% is used to calculate the amount of current tax.
2022 2021
BYET T BT
HK$'000 HK$000
BN HEAR 18 Current
PRI PRC Enterprise Income Tax (“PRC EIT")

(MBI PRI 2,473,203 2,025,821
BEENEH Hong Kong profits tax 3 13
BAFEREBETE Underprovision in prior years

B EFRIST PRC EIT 41,226 113,926

2,514,432 2,139,760
IRIET A (M15E32) Deferred (Note 32) (502,030) (378,734)
FARIEX B Total tax charge for the year 2,012,402 1,761,026
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HZEF‘IWﬁEU(‘B >EBARINEEE)
EEMEHERMANAMN 2 EATIERX
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REATRE BLEERR) BERB R 28

12. INCOME TAX EXPENSE (continued)

A reconciliation of the tax expense applicable to profit before tax at
the statutory rate for Mainland China, where majority of the group
companies are domiciled, to the tax expense at the effective tax rates,
and a reconciliation of the applicable rates (i.e., the statutory tax rates)

210

RN - to the effective tax rates, are as follows:
BT T BT T
HK$'000 HK$'000
B A B g A Profit before tax 9,855,713 8,408,432
%25% MR B RS EE  Tax at the PRC EIT rate of 25%
BB (ZT=Z—4 : 25%) (2021: 25%) 2,463,928 2,102,108
SEEERTIREEDEER Tax effect of share of results of associates
B IE R & and joint ventures (97,161) (78,399)
ERB A mEBAERTUAZ Tax effect of income not taxable
HEge for tax purposes (34,185) (27,056)
ERBAEAROHAS 2 Tax effect of expenses not deductible
MIERE for tax purpose 159,928 186,322
B 35 A AR 5 Bl HURL Special deduction of research and
development costs (393,598) (301,083)
REBRBMEFENEH Income tax on concessionary rate (647,877) (508,634)
EEBREEEBERNTA Effect of different tax rates of group entities
MERTE operating in Hong Kong (354) (a1
A LRI ARBEROTIEEE Utilisation of tax losses previously not recognised (46,283) (145,561)
&) A A A R FERE ] HUR Utilisation of deductible temporary differences
TS ERE previously not recognised (31,724) (6,090)
RERHEGENHREEZE Tax effect of tax losses not recognised 499,961 284,711
RERA R TR EER Tax effect of deductible temporary differences
MR E not recognised 79,069 121,266
MAFERETE Underprovision in previous years 41,226 113,926
H A, Others 19,472 19,527
FRBIBSZ M Tax charge for the year 2,012,402 1,761,026

RIERF[2018]35% » INHILEE FHE K
EORHOFBIRERTRES RPRER
HIBANR AL B E A B B B AT iR
e NER_E—+F—A ALK -
£ B AT I 9 R A B2 I B TR EOR TE AR
BHREANMHE QR MRS  LEEZE
WEARIME—TER AR _F=_=
F+ZA=t+—BREBEEHBAEIRE
(ZZ=—F &) (W5FE32) °

AN £ B IR A H i 2 R Uk 2 e SRR T B TR
¥ A #16,726,00070 (ZZE = —F : B
5,539,000 7T) ©

2022F F EHBEEEARAR

According to Guo Shui [2018] No. 3, if foreign investors invest directly
their distributed profits in the investees, the dividend withholding tax
will be provided when the dividend is paid out of Mainland China. The
announcement which is effective from 1 January 2017. The Group is
in a position to control the quantum and timing of the distribution and
decides to retain the dividend in the subsidiaries in Mainland China for
further development of such subsidiaries. Therefore, no deferred tax
liability was provided as at 31 December 2022 (2021: Nil) (Note 32).

The Group also recognised a deferred tax expense of HK$16,726,000
(2021: HK$5,539,000) in other comprehensive income.
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. DIVIDENDS

2022 2021

FRERRDIKNARE
& %Hxﬂx%ﬁﬂ%ﬂ&‘,% :

BE0ISIL(ZEZ—F ¢
TETFERE— t’;cﬂﬁ
TEARERE0.1270)

TE-—FRE— SREBA Final 2021 — HK$0.15 per ordinary share

BET T BT
HK$'000 HK$'000
Dividend for ordinary shareholders of
the Company recognised as distribution
during the year:
(2021: Final 2020 — HK$0.12
per ordinary share)
942,377 753,902

RIEHHERE  ARFEZERREBE
—E - F+_A=+—HIEFEREX
i ,%\Hﬁﬂéﬁﬂﬁ/%ﬁﬁo.mn(_e_*
F - B¥0157T) - BEEAEEE1,0068 BT
(ZZ==—%: %ﬁ%%zﬁ%ﬁ) r’mé
REREEREAE iR - FAER

RIEHRRE B RARNESCER
IR EREE = - R - FEHES -
IHREEREREREMHE-_S =
+TZA=+—HLEFENRBERE  BE
SHEH P ABREBBRARE10005 « A
REE116.00 - ARB29.0% « AR¥65.0
DRARE205 - BEH B AARE
988,346,000 7T (15 7 /& ¥ 1,106,434,000
L) ~ AR #¥758,665,0007T (FHE KB
#849,310,00070)  HFE* AR
409,207,000 7t (48 & 7 % #& 458,099,000
7T) B AR 100,850,000 7T (& 178 #
112,900,0007T) * MR BIRINBEE S ES
B E R B RN E RN E R R ERE
RERE LHER - FEEE -

RNERM FHEBREAENE
SEARMBEOEMEKRE  NER
BB UL EOREE AR
RS DALAEE -

Subsequent to the end of the reporting period, a final dividend in
respect of the year ended 31 December 2022 of HK$0.16 (2021:
HK$0.15) per ordinary share, in an aggregate amount of HK$1,005
million (2021: HK$942 million), has been proposed by the directors
of the Company and is subject to approval by the shareholders in the
forthcoming general meeting.

Subsequent to the end of the reporting period, final dividends of
subsidiaries for the year ended 31 December 2022 in respect of CR
Sanjiu, Dong-E-E-Jiao, CR Double-Crane, Jiangzhong Pharmaceutical
and CR Boya Bio-pharmaceutical of RMB100.0 cents, RMB116.0 cents,
RMB29.0 cents, RMB65.0 cents and RMB20.0 cents per ordinary share,
in aggregate amounts of approximately RMB988,346,000 (equivalent to
HK$1,106,434,000), RMB758,665,000 (equivalent to HK$849,310,000),
undetermine*, RMB409,207,000 (equivalent to HK$458,099,000) and
RMB100,850,000 (equivalent to HK$112,900,000), respectively, has
been proposed by the directors of the subsidiaries, and are subject to
approval by the shareholders of the subsidiaries in the forthcoming
general meetings of the respective subsidiaries.

* As at the end of this announcement, CR Double-Crane has not been
able to predict the total number of shares entitled to participate in this
distribution, that is, the actual number of shares entitled to participate,
and therefore the total amount of cash dividends in this distribution has
not been determined.
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14, KRNFIZEKRESIEZEEAE  14. EARNINGS PER SHARE ATTRIBUTABLE
HEREFR TO ORDINARY EQUITY HOLDERS OF THE
COMPANY

RAREBRERIFTEABEERERR The calculations of the basic earnings per share attributable to ordinary
FTERTIGFHE equity holders of the Company are based on:

2022 2021

R BT
HK$000 HK$'000
| Earnings
ARTESREREFIFNA AT Profit attributable to owners of the Company
A AR T used in the basic earnings per share
calculation 4,147,412 3,768,889

R EE Number of shares
ARt EERERRNNEA Weighted average number of ordinary shares
BT B MNE T8 in issue during the year used in the basic
earnings per share calculation 6,282,510,461 6,282,510,461

BRI TAhEEsE — T — —FRHIERESE According to the calculation on the dilutive impact of the 2021
HE EB N T FREIMERE] Restricted Stock Incentive Plan of Jiangzhong Pharmaceutical, the 2022
Bt N EBERE —T — —FRHEIMERE Restricted Stock Incentive Plan of CR Sanjiu and the 2022 Restricted
BEGENREYEE  BREHER Stock Incentive Plan of CR Double-Crane, the diluted EPS is generally
FERGRERBRER—F - equal to the basic EPS.
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15. PROPERTY, PLANT AND EQUIPMENT

HE
BF  HERRE NELE RE  HRARKE HRIE
Machinery

and Leasehold Motor Furniture  Construction

Buildings  equipment improvements vehicles  and fixtures in progress
RETR RETR RRTR AR AT 7 AT R RRTR
HKS'000 HKS'000 HKS'000 HKS'000 HKS'000 HKS'000 HKS'000

ﬁ)% Cost:

Z“Z-ZF-A—-H At1lanuary2022 16,062,652 8,550,163 810,896 358,186 2,596,234 1,286,314 29,624,445
ﬁﬁ Additions 5,849 438,291 53,547 44,466 257,359 2,148,229 2,947,741
HE Disposals (88,693) (143,725) (30,453) (35,446) (69,432) (47,538) (415,287)
IRERMEB 2 A (F3E39)  Acquisition of subsidiaries

(Note 39) 212,385 256,538 - 454 1,652 5,851 476,880
HENB2 A (H7£40) Disposal of subsidiaries (Note 40) (60,909)  (100,013) - (2,346) (21,544) - (184,812)
BRZRENZE Transfer to investment properties (33,404) - - - - - (33,404)
BRERENE Transfer from investment
(Hizt16) properties (Note 16) 10,786 - - - - - 10,786
EBRTHAEBERFE  Transfer to assets dassified
i) éF as held for sale (20,303) - - = = = (20,303)
B Transfers 295,308 441,097 63,362 (1,875) 167,016 (964,908) -
ERA% Exchange realignment (1,090,586) (667,006) (64,615) (25,074) (206,845) (174,731)  (2,228,857)
i —— At 31 December 2022
T-A=+-H 15,293,085 8,775,345 832,737 338,365 2,724,440 2213217 30,177,189
Eﬂﬁé : Accumulated depreciation:

ZZ-%-A—B At1lanuary 2022 3,455,024 3,951,033 398,163 166,638 1,798,383 - 9,769,241
¢ mEtR Provided for the year 562,269 791,822 106,962 42,649 461,459 - 1,965,161
HE Disposals (41,567) (132,088) (23,656) (33,196) (62,409) - (292,916)
HEKBAR (M5E40) Disposal of subsidiaries (Note 40) (37,964) (80,357) - (1,932) (4,519) - (124,172)
BRERENE Transfer to investment properties (7.477) - - - - - (7.477)
EREDEEBEARE  Transfer to assets classified

E’JéF as held for sale (11,780) - - = = = (11,780)
Bt Transfers (3,064) (46,564) - (982) 50,610 - -
ERA% Exchange realignment (278,866) (328,548) (31,758) (11,572) (152,306) - (803,050)
i —— At 31 December 2022

+-A=t-A 3,636,575 4,155,298 449,711 161,605 2,091,218 - 10,494,407
/WE : Impairment;

ZZ-F-A—B At1lanuary 2022 116,792 1,601 516 102 6,564 52,886 178,461
¢ iR (3E7) Provided for the year (Note 7) 102,948 14,375 1,967 6 n 4,331 123,698
hE Disposals (34,701) (1,631) - - (196) - (36,528)
ERA% Exchange realignment (13,132) (890) (144) 0] (375) (4,800) (19,348)
RZE--F At 31 December 2022

T-A=+-H 171,907 13,455 2,339 101 6,064 52,417 246,283
H\EE%"@ : Net carrying amount:

i —— At 31 December 2022
T-A=+-H 11,484,603 4,606,592 380,687 176,659 627,158 2,160,800 19,436,499
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15. Y15 ~ BB K& (&) 15. PROPERTY, PLANT AND EQUIPMENT
(continued)
HE
T e nERE I ERIRE
Machmery
and Leasehold Motor Furniture ~ Construction
Buildings ~ equipment improvements vehicles  and fixtures  in progress
BETTL BB EBTT BETT BETT BT BETTL
HK$'000 HK$'000 HKS'000 HKS'000 HKS'000 HK§000 HK$'000
KA Cost:
WZZEZ—F—F—H At1lanuary 2021 14339450 7,101,783 698,037 328973 2,500,617 670391 25,639,251
NE Additions 143,617 493,399 64,256 39,406 205,991 1,148,264 2,094,933
HE Disposals (92,471) (278,976) (33,743) (40,815) (101,414) (19,843) (567,262)
IR B A (F5539) Acquisition of subsidiaries
(Note 39) 903,825 589,752 - 20,881 157,446 167,854 1,839,758
&N A A (HI340) Disposal of subsidiaries (Note 40) (65.254) (72,287) - (1,260) (8,387) - (147,188)
EREERENE Transfer to investment properties (14,288) - - - - - (14,288)
BAERAME Transfer from investment

(K3 16) properties (Note 16) 1,049 - - - - - 1,049
BETHREEE  Transfer toright-of-use assets

(&£ 17()) (Note 17(a)) - - - - - (10,681) (10,681)
ELEy Transfers 413,489 498,245 66,558 1,682 (236,161) (743,813) -
ERA% Exchange realignment 433,235 218,247 15,788 9,319 78,142 34,142 788,873
RZZZ-F At 31 December 2021

+ZA=1+-H 16,062,652 8,550,163 810,89 358186 2,596,234 1246314 29,624,445

REHE: Accumulated depreciation:
WZEZ—%—FA—H At1lanuary 2021 2,904,701 3,433,778 354,103 158,443 1,409,646 - 8,260,671
ERHR Provided for the year 532,142 725,779 63,391 40,629 388,219 - 1,750,160
HE Disposals (31,825) (230,430 (28,339) (37,383) (82,206) - (410,183)
HENB AR (f3£40) Disposal of subsidiaries (Note 40) (42,174) (53,492) - (1,182) (5,482) - (102,330)
BATRANE Transfer o investment properties (1,201) - - - - - (1,201)
ER Transfers (2,973) (35,565) (1,162) 351 39,349 - -
[E 5 Exchange realignment 96,354 110,963 10,170 5,780 48,857 - 272,124
N —a At 31 December 2021

+-f=1-H 3,455,024 3,951,033 398,163 166,638 1,798,383 - 9,769,241
WE Impairment:

ZEZ-F—-A—H At1lanuary 2021 5,351 3,434 486 125 8,069 36,726 54,191
ﬁmpﬂ (BzE7) Provided for the year (Note 7) 115,841 8,924 16 - 8 14,499 139,288
HE Disposals (8,027) (10,732) ) (26) (1,711) (140) (20,638)
HERBEDNR (F5F40) Disposal of subsidiaries (Note 40) - (72) - - (15) - (87)
& 5 R Exchange realignment 3,627 47 16 3 213 1,801 5,707
RZZZ-F At 31 December 2021

+ZA=1+-H 116,792 1,601 516 102 6,564 52,886 178,461
%E)‘%‘ﬁ : Net carrying amount:

i —a At 31 December 2021
+ZA=1+—H 12,490,836 4,597,529 412,217 191,446 791,287 1,193,428 19,676,743
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HRAEEETYE BERZEHEA
MR REITRE  ZEWE - BE KR
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BB R85 123,698,000 T (Z & = —
£ A% 139,288,0007T) - HHEEEER A
el BIRE A BER LSRR RE
BEEFTERNREEET -

AEBMEFHLNPEANM -

RZEUBERREMNERR  REBHK
BERZZEZZF+ZA=+—HZEA
EA#E1,672,657,000C (ZF - —4:
751 1,825,625,00070) 2 EWMEZFE
FiE#ET BEASENMTREEREEE -
REBEERBZSYEMILEEGBEK
BRE - ARBEERE ARBTHKE
B EYEZ BB A EIE -

AEBREFEL BB 221,718,000 7T

T — 4 B #0271,097,0007T) K8
FEHEBIEAAEBERIEITERAKIE
(fFsE30) °

FAE R AR 1,827,000T (ZE = —4 -
75 1,346,00070) WA ER ST EEARMEE
ERIR-

RERN AEERBYE=F/REN
BRralbBEFTHAPE AL ME -
VEFPBERETERMEZIREY
% (MisE16) - EREE A A REF
BERRAAEMBEDRIH /B 25927,000
T (ZZT = —F : %113,087,0007T) &
7 # 95,506,000 L (ZZE = —F : B
35,244,0007C) - AR EBESREEEN
E R B # 69,579,000 (ZE = —F : /B
#:22,157,00070) fEfr A& 2 E M m R P R
tr A E MmN (R 16) -

RER ABIE=F/BEMHBEARHE
MHETREMEREALRNERE (BE
FHRIEEREBEMENR) BREEYE -
BMEEREHE REZEH MELALE
BE/5%10,786,000L (Z T = —F : BK
1,049,000 7T) FE ¥ % - /5 N R AR 1ERK
IFER ©
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PROPERTY, PLANT AND EQUIPMENT
(continued)

Due to physical damage and technical obsolescence in respect of the
Group’s certain property, plant and equipment, the carrying values of
these property, plant and equipment were impaired and impairment
losses of HK$123,698,000 (2021: HK$139,288,000) have been
recognised for the year. The recoverable amounts of the relevant assets
have been determined based on the higher of the fair value less cost of
disposal and values in use calculations.

The Group’s buildings are all situated in Mainland China.

At the date of the approval of these financial statements, the
Group had not yet obtained the building ownership certificates of
certain buildings with a carrying value of HK$1,672,657,000 (2021:
HK$1,825,625,000) as at 31 December 2022 and the Group is still in
the process of application of title certificates. The Group continues to
possess these properties without objection from the relevant authorities.
In the opinion of the directors of the Company, the risk of the relevant
government authorities confiscating these properties is relatively low.

The Group’s buildings with a net carrying amount of approximately
HK$221,718,000 (2021: HK$271,097,000) were pledged to secure the
bank borrowings granted to the Group (Note 30).

The interest expenses of approximately HK$1,827,000 (2021:
HK$1,346,000) during the year were capitalised into construction in
progress.

During the year, the Group rented out certain properties located in
Mainland China to independent third parties/fellow subsidiaries and
reclassified such owner-occupied properties to investment properties
(Note 16). The net carrying amount and fair value of the properties
were approximately HK$25,927,000 (2021: HK$13,087,000) and
HK$95,506,000 (2021: HK$35,244,000) on the date of transfer,
respectively. The excess of HK$69,579,000 (2021: HK$22,157,000) of
the fair value over the carrying amount was recorded as a revaluation
gain in the consolidated statement of comprehensive income (Note 16).

During the year, certain investment properties which had been
rented out to independent third parties/fellow subsidiaries have been
transferred to property, plant and equipment upon the change of their
uses, evidenced by commencement of owner occupation. The fair value
of properties at the date of transfer amounting to HK$10,786,000
(2021: HK$1,049,000) represented the deemed cost of property, plant
and equipment.
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16. REW=

16. INVESTMENT PROPERTIES

2022 2021

B¥T T BT T
HK$'000 HK$'000
R—A—BMEREE Carrying amount at 1 January 1,887,034 1,935,910
& W E AR (Mt 40) Disposal of subsidiaries (Note 40) = (157,822)
REBRFPERHANLEE Net change of fair value recognised in
o) FEE (ME7) profit or loss (Note 7) (143,017) 18,920
EREWE  BRERRE Transfer from property, plant and equipment
(KE15) (Note 15) 95,506 35,244
EREYE  WERRE Transfer to property, plant and equipment
(KE15) (Note 15) (10,786) (1,049)
P H AR Exchange realignment (158,284) 55,831
FAREKEE Carrying amount at end of the year 1,670,453 1,887,034

EfEFHREMEN LA BERK  AEEN
BRRZEBIEXRAERMEMETHE
B -BREERBYABEREXRGEMEY]
BiF MEVEEMNGERDRELNE
ABUE ©

AREBREWEA T -_—_F+-H8
—t+—HHNARBEDNERBELAERKSE
¥EEMARZ R BBREETEH
RAREITHEEmMER R ==
TZAZ+ B AREEMRRAKE
o REMENFANREBMMNTISHE
SR EER L EYEBBROTIS KRG E
AN - misAe2EYEA LS
BT E LA AR B H A B RIS
HAEREE - IR E 2 E R BELEAY
EHEXZAB RS TETEWIEL A%
AET R E AN TISTE U R AR E
EREVERENEZ -RFERNAMEAD
HEFETEFHEEL REEVENRD
nEEN VENBREARAESEa LR
E=RA% -
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In estimating the fair value of investment properties, the Group’s policy
is to engage independent professional qualified valuers to perform the
valuation. Management works closely with the independent qualified
professional valuers to establish the appropriate valuation technique
and inputs to the model.

The fair value of the Group’s investment properties as at 31 December
2022 has been arrived at based on valuations carried out by Vocation
(Beijing) International Assets Appraisal Co., Ltd., an independent
qualified professional valuer. As at 31 December 2022, the fair value
was determined based on the income approach, where the market
rentals of all lettable units of the properties are assessed and discounted
at the market yield expected by investors for this type of properties.
The market rentals are assessed by reference to the rentals achieved in
the lettable units of the properties as well as other lettings of similar
properties in the neighbourhood. The discount rate is determined by
reference to the yields derived from analysis of sales transactions of
similar commercial properties in the PRC and adjusted to take into
account the market expectation from property investors to reflect
factors specific to the Group’s investment properties. There has been no
change from the valuation method used during the year. In estimating
the fair value of the properties, the highest and best use of the
properties is their current use.
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16. REW= (/&) 16. INVESTMENT PROPERTIES (continued)
NREBEER Fair value hierarchy
TRINTAEBREMENAABETE The following table illustrates the fair value measurement hierarchy of
B4 the Group’s investment properties:

R=B=-=—%+=A=+—8H
ERAEARTABEREARE
ETHAABETSE(FE=ZR)
Fair value measurement
as at 31 December 2022 using
significant unobservable inputs

((WSVE )
2022 2021
BT T BT
HK$°000 HK$'000

RTINSENAAEBEE Fair value measurement for:

URPEREFEYE SN Commercial property units located in the PRC 1,670,453 1,887,034
RERBES —FEE - FEOER KT There were no transfers between Level 1 and Level 2 and into or out of
mEASERE=H - Level 3 during the year.

TERAEEYEGHEMBABERMEEE Below is a summary of the valuation technique used and the key inputs
WABBHE to the valuation of investment properties:
B R BEXTAHZRAYE SERMETHH
Valuation technique Significant unobservable inputs Range or weighted average
2022 2021
BEMEEN WA () BEX 7.0% 7.6%
Commercial property units Income approach (i) Discount rate
(i  FHEAESETHK) BYAXK BYAXK
(i) Average monthly rental AR®034-118% ARM¥032-1257T
(per square meter) RMBO0.34-118 RMB0.32-125
per square meter per square meter
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17. & 17. LEASES
AEBEREBEA The Group as a lessee
REBGRECEMA L  EFRHEAME The Group has lease contracts for various items of land, building and
fﬁ%xfl EEARAHESN - RATZNN— other equipment used in its operations. Lump sum payments were made
KR RARER AKERS T3 - 1 upfront to acquire the leased land from the owners with lease periods
%30160¢ BEZEIHMAEETE of 30 to 60 years, and no ongoing payments will be made under the
ERHENR - HE T REFHHEBA— terms of these land leases. Leases of land and building generally have
MAR2ZE50F MEMBEHBEH—RA lease terms between 2 and 50 years, while other equipment generally
1210 - A HEEEMNHEBE—KR R 12 have lease terms between 1 and 10 years. Other leased assets generally
BASKAT RS ERF BIEEE - — has lease terms of 12 months or less and/or is individually of low value.
BimE %JJ:K’E@E$%@DW|@}TE& Generally, the Group is restricted from assigning and subleasing the
HHBEBE ETHESGNBREEAR leased assets outside the Group. There are several lease contracts that
RIbEERE - include extension and termination options.
(a) EHELE (@) Right-of-use assets
rEBFERAEEENEEAERFR The carrying amounts of the Group’s right-of-use assets and the
BEhmT movements during the year are as follows:
HELH Hitnk s
Leasehold Other
land Building equipment
BT T BET T BETT BT
HKS$000 HKS'000 HKS000 HKS'000
RZE-—F—F—H As at 1 January 2022 3,890,584 1,426,565 44,243 5,361,392
NE Additions 134,727 736,050 12,805 883,582
WIEM AR (M339)  Acquisition of subsidiaries (Note 39) 61,414 - 453 61,867
BESHBIEHFESEN  Transfer to assets dassified as
BE held for sale (42,455) - - (42,455)
HEM B A A (i 5E40) Disposal of subsidiaries (Note 40) (59,761) = = (59,761)
FERX Depreciation charge (94,816) (565,797) (15,484) (676,097)
PR EHERBESTAN  Reassessment of lease terms arising
HRERZRNEN T from a decision not to exercise
the extension option - (108,834) - (108,834)
XA HEOMESHEET Revision of lease terms arising
BYMHHEE KR from a change in the non-cancellable
BB period of lease (2,031) (55,544) (358) (57,933)
A (FFE7) Impairment (Note 7) (15,736) (5,250) = (20,986)
ERAE Exchange realignment (368,822) (114,766) (3,754) (487,342)
RZBZ_%F As at 31 December 2022
+ZA=+—"H 3,503,104 1,312,424 37,905 4,853,433
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17. & (&)
REBELEBA ()

17. LEASES (continued)

The Group as a lessee (continued)

(@) FHELE (&) (@) Right-of-use assets (continued)
HELH i Hih R
Leasehold Other
land Building equipment
At BEFR BETR BUT
HK$'000 HK$'000 HK$'000 HK$'000
R-ZZE-—4%—A—H Asat 1 January 2021 3,627,391 1,662,109 28,349 5,317,849
NE Additions 54,322 540,527 25,788 620,637
Wi B AR (5E39)  Acquisition of subsidiaries (Note 39) 270,408 17,264 739 288,411
BEAME  BER Transfer from property, plant and
{8 (B3t 15) equipment (Note 15) 10,681 - - 10,681
HENBAR (FizE40) Disposal of subsidiaries (Note 40) (20,712) - - (20,712)
ERX Deprediation charge (105,017) (603,200) (10,914) (719,131)
PEEHEREETN  Reassessment of lease terms arising
HHEERTMERTG from a decision not to exercise the
extension option (17) (195,932) - (195,949)
ENTHENEENE Revision of lease terms arising from a
SEEYNHEE change in the non-cancellable
R ER BT period of lease (2,480) (18,831) (502) (21,813)
A (fEET7) Impairment (Note 7) (18,812) (1,841) - (20,653)
R Exchange realignment 74,820 26,469 783 102,072
RZTZ—F As at 31 December 2021
+ZA=+—"H 3,890,584 1,426,565 44,243 5,361,392

$%lﬁdﬁﬁﬁﬁ1ﬁﬁ;‘%%ﬂz,151,ooo
TT(ZF=—%F : &% 76,742,000 7T)
By L B S EER IR LAETS

The Group’s right-of-use assets in respect of land with a carrying
value of HK$112,151,000 (2021: HK$76,742,000) were pledged
to secure certain bank borrowings granted to the Group (Note

R-ZFB-_—_F+-_HA=+—HEKT
REBME TRITER (HFE30) ©

R 1% 7] Uk [a] < %A% % 383,552,000 7T
(ZZT —— 4 : B % 548,557,000 1)
STHRR A 5 1878 15 20,986,000 7T (=
T~ — 4 : 3%20,653,0007T) B
EFMHARFTEBEBENTEUR SR
MEHMHUBTF EEANTHZ
ERSELBMDBRABEREE
#5,250,0007T - BHZEHSEL
BAUHESHBELMEHARAKR
SRENEHRERLD Q) BERIE
BB E R &R RE RS
2 P SR B F] BB B B R B HE SRR B
/&5 18 75 15,736,000 7T ° *Zﬁ%ﬂﬁ
THABHBRENNEEN=

30) as at 31 December 2022.

An impairment loss of HK$20,986,000 (2021: HK$20,653,000)
was provided based on recoverable amount of HK$383,552,000
(2021: HK$548,557,000), comprising (1) The impairment loss of
HK$5,250,000 was recognised in certain retail CGUs in HK due
to the impact of COVID-19 and intense competition in the market
of pharmaceutical products, which resulted in a decrease in sales
of those CGUs as compared to the budget and a corresponding
decrease in expected future cash flow accordingly; and (2) The
impairment loss of HK$15,736,000 was recognised in subsidiaries
of Dong-E-E-jiao due to the relevant land is idle and has no future
use plan, which can no longer bring sufficient economic benefits
to the enterprise.
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17. & (&)
REBELEBA ()
(b) HMHEEE
HEABENEREAELFAZSINT

17. LEASES (continued)

The Group as a lessee (continued)

(b)  Lease liabilities
The carrying amount of lease liabilities and the movements during
the year are as follows:

2022 2021

BT BT
HK$"000 HK$'000
R—A—BZEREE Carrying amount at 1 January 1,515,667 1,865,666
IR N=T New leases 749,746 491,391
U B B BB 2 B) (B9 5E39) Acquisition of subsidiaries (Note 39) 635 14,383
FRRERAOF S (HFES8)  Accretion of interest recognised
during the year (Note 8) 70,960 68,548
HAE AR RS TMAAERA  Covid-19-related rent concessions
Gtk ) from lessors = (17,457)
BN Payments (623,752) (691,061)
AT 48 BB 2 1 8 B 1 T & Reassessment of lease terms arising
SR B0 E 3T a4 from a decision not to exercise the
extension option (61,043) (191,713)
FE 7T F] 8K 69 70 & ARfE B 8 B B Revision of lease terms arising
B SRR ERIEET from a change in the non-cancellable
period of lease (113,757) (26,755)
HE B A A (MisE40) Disposal of subsidiaries (Note 40) = (49,486)
PE WA Exchange realignment (120,952) 52,151
R+ A=+—HZEHRE Carrying amount at 31 December 1,417,504 1,515,667
DA Analysed into:
BIERER 9 Current portion 555,208 583,805
JEBNERER Non-current portion 862,296 931,862

HEEBENIHBERMEENY
TEIRERMIFE47 -

AEECREREE T AERANSF
AEBEARE TEFOEERRH
MBERERESES -

220 2022 FH ERBHEEEERAF

The maturity analysis of lease liabilities is disclosed in Note 47 to
the financial statements.

The Group has applied the practical expedient to all eligible rent
concessions granted by the lessors for leases of certain buildings
during the year.
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17. & (&) 17. LEASES (continued)
AEBEREBA () The Group as a lessee (continued)
(0 HHEREZEROSTLOT () The amounts recognised in profit or loss in relation to leases are
as follows:
2022 2021
BT BETR
HK$'000 HK$'000
HERENE Interest on lease liabilities 70,960 68,548
TREEENERS Depreciation charge for right-of-use assets 676,097 719,131
HAE AREE T AAERA  Covid-19-related rent concessions
HeRE from lessors = (17,457)
TR B AE RSN Reassessment of lease terms arising
HEEGERERTH from a decision not to exercise the
extension option 47,791 4,236
ET—HESI% RTH & HA R & Revision of lease terms arising
BYHEHHE R %&E’]E%ﬁf@%’f from a change in the non-cancellable
period of lease (55,824) (4,942)
A Impairment 20,986 20,653
HEHEEEENER Expense relating to short-term leases
(FrAHER ) (included in cost of sales) 159,139 190,918
RIERERANLESEE Total amount recognised in profit or loss 919,149 981,087
(d MEZABSREEREAMBEHRE (d)  The total cash outflow for leases are disclosed in Note 41(b) to
BT 41(b) © the financial statements.
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17. HE (&

18.

222

AEBEAEBEA
AEERBLEEHELTHEAERLEY
¥ (Misx16) - HEMGKGR —MEFRKBP
TRHRBFeABEERTATHARES
EHFAE - AEERFRERNAS KA
BB H107,439,000C (ZE=—F B
197,027,000 T)  HFBEEH R I EHREKHT
FE5 e

KRB —FR_E-_—F+=-A=+—
B AEERETATHBESCEHEEN KK
ERmEAF ERRBEREENROT

17. LEASES (continued)

The Group as a lessor

The Group leases its investment properties (Note 16) under operating
lease arrangements. The terms of the leases generally require
the tenants to pay security deposits and provide for periodic rent
adjustments according to the then prevailing market conditions. Rental
income recognised by the Group during the year was HK$107,439,000
(2021: HK$197,027,000), details of which are included in Note 5 to the
financial statements.

At 31 December 2022 and 2021, the undiscounted lease payments
receivable by the Group in future periods under non-cancellable
operating leases with its tenants are as follows:

2022 2021

BETT BT T
HK$'000 HK$'000
—FR Within one year 91,490 70,830
F_EBERF(REEEMF) In the second to fifth year inclusive 254,150 246,309
AEUE Over five years 31,345 126,112
376,985 443,251
EE= 18. GOODWILL
2022 AOYA
BETT BT
HK$'000 HK$'000
2% Cost
REH] At the beginning of the year 26,607,604 22,620,831
e i B 188 2 &) (B 52 39) Acquisitions of subsidiaries (Note 39) 169,894 3,311,198
R E A A (MEE40) Disposal of subsidiaries (Note 40) (16,714) (11,755)
TE g #& Exchange realignment (2,256,276) 687,330
RER At the end of the year 24,504,508 26,607,604
ZitRE Accumulated Impairment
REF] At the beginning of the year 1,706,054 1,548,639
EERARERE (:E7) Impairment loss recognised (Note 7) 94,940 123,752
B A A (MEE40) Disposal of subsidiaries (Note 40) = (11,755)
TE 3, S Exchange realignment (144,153) 45,418
RERXR At the end of the year 1,656,841 1,706,054
BREEE Net carrying value
RER At the end of the year 22,847,667 24,901,550
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18. B2 (/&) 18. GOODWILL (continued)
B R E R Impairment testing of goodwill
RETRENS HERAGERAIEA For the purposes of impairment testing, goodwill and trademarks with
FEHHRE (WM 19T EE) E%@EE indefinite useful lives (as disclosed in Note 19) have been allocated to
ER3REeELEM(REEELEM] - individual cash generating units (“CGUs") which are in three categories:
CELSBNWEEATE (WERDH: (2) (1) distribution of pharmaceutical products, (2) manufacturing of
THREEEZERD: RQEMTE - HEH pharmaceutical products in the PRC, and (3) retailing of pharmaceutical
BREAE (R R REEE) EPRETH products. The carrying amounts of goodwill (net of accumulated
WEESEMN  FBUT impairment losses) allocated to the different CGUs are as follows:
BT BETR
HK$'000 HK$'000
B 88 Distribution of pharmaceutical products
REEEBN Cash-generating units:
~AIA Company A 2,019,861 2,206,803
A AB Company B 1,475,850 1,612,442
~AEIC Company C 999,568 1,092,080
A AD Company D 602,000 657,717
~AE Company E 789,647 862,731
NS Company F 581,035 634,811
NAG Company G 538,831 588,700
NEH Company H 386,907 422,716
NG Company | 369,582 403,788
NGl Company J 202,349 221,077
NAEIK Company K 132,879 145,177
NG Company L 232,498 254,016
NGILY Company M 218,480 238,700
NS Company N 216,271 236,287
YNCINY Company V 194,178 212,150
NAIX Company X 191,050 208,732
RNAY Company Y 167,267 182,747
NAZ Company Z 5,822 6,361
NAAA Company AA 154,248 168,524
HAt Others 1,517,862 1,682,352
10,996,185 12,037,911
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18. B2 (#&) 18. GOODWILL (continued)
BEFENR (& Impairment testing of goodwill (continued)
2022 2021
EHT BT
HK$°000 HK$'000
BEMEE Manufacturing of pharmaceutical products
REEEBN Cash-generating units:
NCING) Company O 2,451,883 2,678,809
~AIP Company P 1,580,110 1,726,352
~AEQ Company Q 757,156 827,232
A AR Company R 390,266 426,386
~AIS Company S 344,851 376,768
NI Company T 306,565 334,939
NAEIW Company W 298,193 325,791
‘A F]AB Company AB 283,795 310,061
NEIAC Company AC 116,947 188,574
A F]AD Company AD 104,368 114,028
A F]AE Company AE 685,540 748,988
AR AF Company AF 1,036,454 1,132,380
NAAG Company AG 2,952,504 3,225,764
XA AH Company AH 54,244 59,264
NAA Company Al 30,188 32,982
HAh Others 357,814 245,406
11,750,878 12,753,724
EmTE Retailing of pharmaceutical products
REEEBN Cash-generating unit:
~AEU Company U 100,604 109,915
22,847,667 24,901,550
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BETRENE BEESEZERRE
EABMN ZEREEABMNMAKEE
BEERNTHEBEFNEETE - %iTERE
KRR REREN  UABTEEMERS
AFHRFHEEREERE3% £29%(=
T —F 3% FE2%) MAT% E10% (=
g:—i-wuﬂwmmirﬁﬁ <ETE

WM BBEAREE - BAAFHNZSER

CEABNREREFER3I%(ZEZ—F
3%) MIBEIEREHRN - REDERE
BITHEIERTER - EEREBEKANE

DERBEEAIRMIGRKERES - F
BERE ZEBRIEMAEMNEE LY

B8 ERNReEESNARMAE
HMARSELENNSEITRES5E - F
ERA RREHARBEENEENEXR
BN EEIE -

1R % AT [0 Wy & %8 5 #6 38,872,000 T (=&
Z—F BT ST ERRERIE A
21,889,000 7T (==& = — 4 : 5% 198,000
TL) c AN ERMIEHFRZ  BEET
ReELEENMHEERELMEEERRN
W BHRERSELSBEMNARES
MEIE LR - Bt - AEE#ERRE
BB 5 121,889,000 T (ZE = —4F : 8
#198,0007T) °
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18. GOODWILL (continued)

Impairment testing of goodwill (continued)

Distribution of pharmaceutical products

For the purpose of impairment testing, goodwill has been allocated
to individual CGUs. The recoverable amounts of these CGUs have
been determined based on a value in use calculation. That calculation
uses cash flow projections based on financial budgets approved by
management covering a 5-year period with average sales growth
rates of 3% to 29% (2021: 3% to 22%), and a discount rate of 7%
to 10% (2021: 8% to 11%) per annum. These CGUs' cash flows
beyond the 5-year period are extrapolated using a steady growth rate
of 3% (2021: 3%). The growth rate is based on the relevant industry
growth forecasts. Changes in selling prices and direct costs are based
on past practices and expectations of future changes in the market.
Management believes that any reasonably possible change in any of
these assumptions would not cause the aggregate carrying amount of
individual CGUs to exceed respective recoverable amounts of CGUs. In
the opinion of the directors, no material additional impairment loss of
goodwill was identified at the end of the reporting period.

An impairment loss of HK$21,889,000 (2021: HK$198,000) based
on the recoverable amount of HK$38,872,000 (2021: HK$0)
was recognised. Due to the intense competition in the market of
pharmaceutical products, which resulted in a decrease in sales of certain
CGUs as compared to the budget and a corresponding decrease in
the expected future cash flows of those CGUs accordingly. As a result,
the Group recognised an impairment loss of HK$21,889,000 (2021:
HK$198,000).

China Resources Pharmaceutical Group Limited Annual Report 2022 225



IRA BT RS RR M 5F
Notes to Consolidated Financial Statements

—E-—F+=-HA=+—H 31 December 2022

18. B2 (&)

226

BERENR (&)
B E
AETRENE HEREFHERIEA
FHOREESEZMERREEEEL -
RETRRAME  %ZEREEEBMMNA
WESBHERZATNAABEREE
RAGEET -HIELTRATME %F
HeELBEUNA e eBmIERERE
TEDJF ﬁéﬂi E%Zu* H/ETK%LQ%/}\LET’E
B AEREERERFHIZFIHEE
FHERAEI%EI0%(ZTE-—F:3%
E227%) RAT% 2 1M%(ZZE=—F : 8%
115%)Eﬁ¢&“,ﬁ\£iﬁﬂ+ T ISTEE B
BT FHNZEReELEMER
@m%ﬁﬁﬁ 3% (ZF=Z—F :3%)MEE
MRERHR - EREDENBRITERR
TEM c EEREBENANEE HERBIT
O RMGRRERED - EHERE -
ZEBRBTHEMNGEENEDETE
BHEMNReEEELNREABERABIIR
CELEBUNSERAKEEE EFRA
RSB RREZRR P ENENBINAE
518 o

1B 45 7] [B] 4g & 588 # 304,779,000 7T (= F
— — 4 : ##1,039,811,0007T) ;T E HIR
B8 /588 73,051,000 T (- B - —4:
7515 123,554,0007T) ° AR ER M IS F
BE BHETHRSELBMNNEERS
L BEERRLD  EHZEETERS
EAXABNARKREREMEL D - B

b AN 5 B HE RR R (B 5 8 75 15 73,051,000
TL(ZZEZ—F : ¥ 123,554,0007L) °
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18. GOODWILL (continued)

Impairment testing of goodwill (continued)

Manufacturing of pharmaceutical products

For the purpose of impairment testing, goodwill and trademarks with
indefinite useful lives have been allocated to individual CGUs. For
listed companies, the recoverable amounts of these CGUs have been
determined based on the fair value of the company and disposal costs.
For unlisted companies, the recoverable amounts of these CGUs have
been determined based on value in use calculations. That calculations
use cash flow projections based on financial budgets approved by
management covering a 5-year period with average sales growth
rates of 3% to 30% (2021: 3% to 27%), and discount rates of 7%
to 11% (2021: 8% to 15%) per annum. These CGUs' cash flows
beyond the 5-year period are extrapolated using a steady growth rate
of 3% (2021: 3%). The growth rate is based on the relevant industry
growth forecasts. Changes in selling prices and direct costs are based
on past practices and expectations of future changes in the market.
Management believes that any reasonably possible change in any of
these assumptions would not cause the aggregate carrying amount of
individual CGUs to exceed respective recoverable amounts of CGUs. In
the opinion of the directors, no material additional impairment loss of
goodwill was identified at the end of the reporting period.

An impairment loss of HK$73,051,000 (2021: HK$123,554,000)
based on the recoverable amount of HK$304,779,000 (2021:
HK$1,039,811,000) was recognised. Due to the intense competition in
the market of pharmaceutical products, which resulted in a decrease in
sales of certain CGUs as compared to the budget and a corresponding
decrease in the expected future cash flows of those CGUs accordingly.
As a result, the Group recognised an impairment loss of HK$73,051,000
(2021: HK$123,554,000).



18. & (&)

BERERR (&)

HPTE

BETRENE BEESEZERRE
EEBM - ARUMATKESFEE ZERE
BEEAEET - ZTEFEARARSR
STEH - UNEBREH ERE RFHNIB
TEE - REEEERERI%EI%(ZE
Z—F 3% E24%) RUARZE ==
F+ZA=Z+—B7%E11%(ZT=-—4%:
8% E11%)MFEMBRFTHENY KA
EAHEE - WNZT-_—_F+=-A=+—H
HARAFHNRSELENRSREFER
B3% (2T —F 3% ) NEBERERE
Bl MERDENRBATEERTEN - &

BSARERED - EEERR  ZEBR
MEFGEARNEDETIEEIZES
ELBEUNRAEBEENKOSE &
ERR PREPRGEEZDBHENEKR
BINAEEE

(R B RS R T 5
Notes to Consolidated Financial Statements

—E-_F+=-A=+—H 31 December 2022

18. GOODWILL (continued)

Impairment testing of goodwill (continued)

Retailing of pharmaceutical products

For the purpose of impairment testing, goodwill has been allocated
to an individual CGU. The recoverable amount of Company U has
been determined based on a value in use calculation. That calculation
uses cash flow projections based on financial budgets approved by
management covering a 5-year period with a sales growth rate of
3% to 30% (2021: 3% to 24%), and a discount rate of 7% to 11%
(2021: 8% to 11%) per annum as at 31 December 2022. This CGU’s
cash flows beyond the 5-year period were extrapolated using a steady
growth rate of 3% (2021: 3%) as at 31 December 2022. The growth
rate is based on the relevant industry growth forecasts. Changes
in selling prices and direct costs are based on past practices and
expectations of future changes in the market. Management believes
that any reasonably possible change in any of these assumptions would
not cause the carrying amount of that CGU to exceed its respective
recoverable amount. In the opinion of the directors, no material
additional impairment loss of goodwill was identified at the end of the
reporting period.
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19. BLEE 19. INTANGIBLE ASSETS
ERRER  FERHAE e BEBBHA EFB%
Deferred
Patents  Non-patent development Customer
andlicences  technology  Trademarks costs  relationships

BETT eI BETT BETT BETR BETT BETT

HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
ZEZZE+ZAZ+-H  31December 2022
A Cost;
WZZZZF-F-H At 1 January 2022 220532 1038379 2664053 1452889 3,532,126 212076 11,120,055
RE Additions 6,337 = 48 493,213 6,689 2,535 508,822
WEEH B2 R (H339) Acquisition of subsidiaries (Note 39) 56,800 107,755 = = 129771 - 294,326
e Disposals (48639) (151) (49) - (2,145) (67) (51,051)
£ Transfers 62,701 376,160 - (438,861) - - -
W Write-off - - - (36,936) - - (36,936)
AR Exchange realignment (183,126) (85,634) (219,702) (119,818) (291,292) (17,490) (917,062)
AZE- &+ F=+-F  At31 Decenber 2022 2114605 1436509 2444350 1350487 3,375,149 197,054 10,918,154
254 Accumulated amortisation:
R-E--%-F-0 At 1 January 2022 266,534 352,547 59,494 - 1,44380 112603 2,035,558
it Provided during the year 177,424 150,355 200 - 182,757 156 510,892
E Disposals - - (11) - (2,076) - (2,087)
EHAE Exchange realignment (33,155) (37,557) (4,457) - (106,579) (9,100) (190,848)
AE-—E+-F=+-F  At31 December 2022 410,803 465,345 55,226 - 1318482 103659 2,353515
HiE: Impairment:
R-E--%-F-B At 1 January 2022 3542 231 6,116 - 73423 674 83,986
EmER(NE7) Provided during the year (Note 7) = 18,107 = = = = 18,107
ELAE Exchange realignment (236) (1,097) (407) - (4,890 (47 (6,677)
RZZZZH+ZA=1—H At31 December 2022 3,306 17,41 5,709 = 68,533 627 95,416
REFE: Net carrying amount:
R-E--#+-F=+-H At31 December 2022 1,700,496 953923 2383415 1350487 1988134 92,768 8469223
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19. INTANGIBLE ASSETS (continued)

F+=-F=+—H 31 December 2022

BN RIER A £t
Deferre
Patents Non-patent development Customer
andlicences  technology  Trademarks costs  relationships Others

BETT AETTL BETT AETTL AETT BRI AETT

HK$'000 HK$ 000 HK$'000 HK$000 HK$'000 HK$'000 HK$000
ZEZ-F+ZBZ+-HB  31December 2021
A : Cost:
RZEz-5-A-H At 1 January 2021 503,700 720,903 2,595,872 1,177,835 3,445,422 208,582 8,652,314
HE Additions 2,780 1,486 - 485,858 7,488 - 497,612
e B AR (F5E39) Acquisition of subsidiaries (Note 39) 1,660,558 34,504 145 124,508 - - 1819715
HEHBLE Disposal of subsidiaries (3,826) (3,099) - - - - (6,925)
B Transfers 13,476 253,250 - (266,726) - - -
W Write-off - - - (103,861) - - (103,861)
EHRE Exchange realignment 43,844 31,335 68,036 35275 79,216 3,49% 261,200

AZEZ—%+-A=1—H At31December 2021 2,220,532 1,038,379 2,664,053 1,452,889 3,532,126 212,076 11,120,055
2544 Accumulated amortisation:
RZZ=Z-%-f-H At 1 January 2021 186,117 252,663 57,303 - 1,025,345 110,326 1,631,754
it Provided during the year 76,591 90,931 20 - 184,341 534 352,599
HENBAR Disposal of subsidiaries (3.826) (3,099) - - - - (6,925)
EHEE Exchange realignment 7,652 12,052 1,989 - 34,694 1,743 58,130
RZFZ—F+ZA=1—H At31 December 2021 266,534 352,547 59,494 - 1,244,380 112,603 2,035,558
AE: Impairment:
RZE=Z-5-A-H At 1 January 2021 3439 221 5941 - 71,326 - 80,927
EREiR(NET) Provided during the year (Note 7) - - - - - 663 663
EHAE Exchange realignment 103 10 175 - 2,097 11 2,3%
RZZEZ-%+ZA=1—H At31 December 2021 3,542 231 6,116 - 73423 674 83,936
REFE: Net carrying amount:
RZZEZ-%+-A=1+—H At31December 2021 1,950,456 685,601 2,598,443 1,452,889 2,214,323 98,799 9,000,511
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19. B E = (48)
R-ZZE-_—_F#+_-_A=+—H8  LiliE\ERE

19. INTANGIBLE ASSETS (continued)

230

EE (B IR 42 F B8 % 2,301,084,000 7T
— T~ — 4 : B #2,514,054,0007T) K9
NBE(ZZE=Z—F: \E) B5Z(BIEHZE
18FT#L D B F RO RBIAEIR & E A
BN BBEERAUFEAFY 2 EEF
BERAGEN T RS-

The above intangible assets, other than eight (2021: eight) trademarks
with a total net carrying value of HK$2,301,084,000 as at 31 December
2022 (2021: HK$2,514,054,000) (which are allocated to the CGU
of Company O and Company AE in Note 18), have finite useful lives.
Such intangible assets are amortised on a straight-line basis over the
following periods:

BN KRR 5Z204F Patents and licences 5 to 20 years
EF R F M 5E10F Non-patent technology 5to 10 years
1R 5ZE204 Trademarks 5 to 20 years
BPEIEF 10ZE 204 Customer relationships 10 to 20 years
Hh 5E104F Others 5to 10 years

wmEpt R —F+=-_A=+—H
BR T 48 % E A5 1 2,301,084,000 T (==
— — 4 : B #2,514,054,0007T) M EEZEE
THEAERERAEEEE - ARFES
RENEESSBESERIZW HENE
TEE AEETBEEDETZEE
BREERETDEBRHRE mHEBS BF
RIREBY RRBRTRESE  HEH
RHZHE  FHEERBEHANEETE
WEFFREME @ AIELEATER AR -
Hit - " EEEBESNEZHEEROE
AFEH RARZSHEEHN—ESER
BERANFE -BIZBETSHETHN &
ERTHEAFEATHAGRSAL - R -
RESFFREANRE R R ERE
TRERE - BB ERN B R
18 5% ©

2022 F 3R EHBEEEARAR

As stated above, the trademarks with a total net carrying value of
HK$2,301,084,000 as at 31 December 2022 (2021: HK$2,514,054,000)
are renewable continuously every ten years at minimal costs. The
directors of the Company are of the opinion that the Group would
renew the trademarks continuously and has the ability to do so. Various
studies including product life cycle studies, market, competitive and
environmental trends, and brand extension opportunities have been
performed by the management of the Group, which support that the
trademarks have no foreseeable limit to the period over which the
trademarked products are expected to generate net cash flows for the
Group. As a result, the trademarks are considered by the management
of the Group as having an indefinite useful life because they are
expected to contribute to net cash inflows indefinitely. The trademarks
will not be amortised until the useful life is determined to be finite.
Instead, they will be tested for impairment annually and whenever
there is an indication that they may be impaired. The details for the
impairment test are disclosed in Note 18.
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20. INTERESTS IN JOINT VENTURES

716 B EFE

BETT BT
HKS$"000 HK$'000
Share of net assets 9,245 12,741

AEERAELRNE S MEMENFIEA
R AE RIS B TS SRR MY FE 44 3R R -

TREAAREBE@ENE TERNAE D

0 S BB R

The Group’s trade and other payables balances with the joint ventures
are disclosed in Note 44 to the financial statements.

S The following table illustrates the aggregate financial information of the
Group’s joint ventures that are not individually material:

2022 2021

FANERELEEE
DiERERREE RS
Gk
AEBREELEIREN
T 42 8

BT BET R
HK$’000 HK$'000
Share of the joint ventures’ loss for the year (1,137) (213)
Share of the joint ventures’ total
comprehensive income (1,137) (213)
Aggregate carrying amount of the Group’s
investments in the joint ventures 9,245 12,741

21. INTERESTS IN ASSOCIATES

16 B EFE

BET T BT
HKS$"000 HK$'000
Share of net assets 6,607,266 6,860,657

AEBREB 2 R BN E 5 RHE R RIE
AR E 5 R E MR RIRE SRR S IRE

BisT 44 B ER

The Group’s trade and other receivables, trade and other payables, and
balances with the associates are disclosed in Note 44 to the financial
statements.
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REE AR ER () 21. INTERESTS IN ASSOCIATES (continued)
REBR-_ZT-__F+-_A=+—HH=E Particulars of the Group’s principal associates as at 31 December 2022
R ENAFBOT are as follows:
FBERT
BENRER B E-ES L ZfEEx  FREREEASL ROZFEE BEERESR
Place of registration Registered Percentage of Particulars of

Name of associates and operation capital voting power issued shares held Ownership interest

ARREEMRERREERAA  RE/RERMN AR 800,004,600 7T 23.75% &R Enf% BR EERHE

Hefei Tianmai Biotechnology PRC/Mainland China RMB800,004,600 Registered capital Research and development,

Development Co., Ltd. production and sale of

pharmaceutical products

REXERERAT ME/FEN 4,200,000 70 2632% AR BRI BR HERHE
Beijing Hanmei Pharmaceutical PRC/Mainland China UsD4,200,000 Registered capital ~ Research and development,
Co., Ltd. production and sale of

pharmaceutical products

ERRARERRLA B/ R RN ARH3,084,334,1717C 40.00% EfER BERE HE RER
Hth B R ERRS
China Resources Financial Leasing PRC/Mainland China RMB3,084,334,171 Registered capital Financial leasing, leasing,
Co., Ltd. factoring and other

related consultancy and
guarantee services

MIREEERHERAA L/ RERS AR 249,000,000 7T 20.00% EfEA Enf% BR EERHE
Zhejiang Int'L Group Co.,Ltd. PRC/Mainland China RMB249,000,000 Registered capital  Research and development,

production and sale of
pharmaceutical products

HTERENBRRA HE/FRERD AE31,651,4797C 3333% &R BaME BR EEREE
((Eipw-374)

Zhejiang Peptites Biotech Co., Ltd. ~ PRC/Mainland China RMB31,651,479 Registered capital  Research and development,
("Zhejiang Peptites”) production and sale of

pharmaceutical products

KEENRERR AR HEHs/ M 5,000,000 %7 10.00% FHER ERHE - BR EEREE
(Tx&EM])

Immunotech Biopharm Ltd. Cayman Islands/PRC UsD5,000,000 Registered capital ~ Research and development,
("Immunotech”) production and sale of

pharmaceutical products

BRBE(LE)ERAR M/ RER AR 16,944,1707C 10.0494% EA EBBESRY
(MERRR]) (M3ta)
Yibao Technology (Shanghai) PRC/Mainland China RMB16,944,170 Registered capital  Internet information service
Co., Ltd. ("Yibao Technology”)
(Note a)
Mizta: RZTEZZF+A=+—H FAEEHHE Note a: On 31 October 2022, the Group and five other companies made
AREARMERB#ETTIE BeR capital injection to Yibao Technology at a cash consideration of
85 AR % 82,000,000 © HIBEREHY RMB82,000,000, representing 13.5091% of the total equity of Yibao
AR AN 13.5091% © AN & B R B R B Technology. The Group retained one seat in the board and can exercise
REZGPRE — (@RI 7] 5 E N significant influence over Yibao Technology.

EAFE-
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. REGE R R ER () 21. INTERESTS IN ASSOCIATES (continued)
Y BN S E R AL SN o) /N The following table illustrates the aggregate financial information of the
BRSBTS A K Group's associates that are not individually material:
2022 2021
BT BETR
HK$'000 HK$'000
¢ A (B R R Share of the associates’ profit for the year 389,755 313,810
DG E AT E W =BT Share of the associates’ total comprehensive
income 374,811 313,810
AEBEREE ANTIRERN Aggregate carrying amount of the Group’s
HEE investments in the associates 6,607,266 6,860,657

WiRE ERESmEE 22. OTHER CURRENT/NON-CURRENT FINANCIAL

ASSETS
2022 2021
BT T BETIT
HK$"000 HK$'000
Z 5 FE YR IE & FE Y R % Trade and bills receivable, at fair value
BRARBER (ia) (Note a) 26,634,011 28,263,718
I ETRIEIRE - AR EEST  Unlisted equity investments, at fair value
(fF3ED) (Note b) 796,880 967,784
B ER  RARBER Financial products, at fair value
9] (Note ¢) 8,404,252 11,987,912
EEr Total 35,835,143 41,219,414
ST Analysed into:
mENE E Current assets 35,038,263 40,251,630
JERENE E Non-current assets 796,880 967,784
35,835,143 41,219,414
Mizta: AEBEDEHEERRNFIEWEIRS T Note a: The Group has classified trade and bills receivable that are held within a
RHENZ ZREWZEREKEE LB business model both to collect cash flows and to sell upon transition to
EESEARALBHEI AEMEERK financial assets at fair value through other comprehensive income.
HHEREE -

MizFb: AEBERIELETRERERNPREERST Note b: The Group’s unlisted equity investments represented investments in
MIELTAAETENIEE - ZZELTH unlisted private entities established in the PRC. These unlisted entities
FERITENEEIFR S EEEL are principally engaged in research and development, distribution
Bo P IRIERERBEEEmME S and related operations of pharmaceutical products. The above equity
BEALBHEIAEBSNEREE - investments were classified as financial assets at fair value through profit

or loss as they were held for trading.

MizFc BRAREBHEEHEVEREIERAEEMR Note ¢ Financial products at fair value included structured deposits entered into
RITRESRBETANGSHEETER - % by the Group with banks and financial institutions. These structured
ERABUTFRNEEEHS, 2 EL T deposits (where the effect of structured element is not material) are
EXEBEARAABEST ABIFIHE designated as financial assets measured at fair value through profit or
HEREE - loss.
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—ZT-—%#+-H=+—H 31 December 2022

&, IER
(,.’”)
R-oE-_—_#F#+-_A=+—H £K&E
BEERZAREBEFANEREEA
HBH40,284,000L (Z T —F : BE

TREE

52,988,0007T)  EREN REMER
(Pft5E28) °
AEER_E__F+-A=1+—HM*E

RIFLTRARERE  RAREENF
BT

22.

OTHER CURRENT/NON-CURRENT FINANCIAL
ASSETS (continued)

As at 31 December 2022, the Group had pledged bills receivable, at
fair value of HK$40,284,000 (2021: HK$52,988,000) to secure the bills
payable (Note 28).

Particulars of the Group’s principal unlisted equity investments, at fair
value as at 31 December 2022 are as follows:

BEHER
HEHRN BRIANDAEE BEBER
FEmARRERR EMRERLE MREE kE/(ER) KIBRS
Fair value
Fair value at gain/(loss) Dividend
Place of Percentage the end of recognised  received during
registration of voting the reporting during the the reporting
Name of unlisted equity investments  and operation power period reporting period period  Principle activities
BETT BETT BBTL
HK$'000 HK$'000 HKS'000
BLEEERAR mE/hERY 8.64% 223,89 - - ERWEER-
EEREE
Respirent Pharmaceuticals Co., Ltd. PRC/Mainland China Research and development,
production and sale of
pharmaceutical products
TEIPPREEXRARRES HE/PERD 79.90% 147,846 (16232) - ERWR ER
aR¥LE(BRAR) EEREE
Jiangxi Jiangzhong Chinese Medicine PRC/Mainland China Research and development,
Industry Investment and Development production and sale of
Fund Partnership (L.P.) pharmaceutical products
BRENEEERAT HE/REA 8.10% 53,868 (56,773) - ERWR ER
EEREE
Capital Bio Corporation PRC/Mainland China Research and development,
production and sale of
pharmaceutical products
RERREARRAANOE (BRAR) HE/HEA 8.28% 68,548 (9842) - REARR
Zhuiji Gaote Jia Rui An Investment PRC/Mainland China Investment holding
Partnership (L.P.)
FImektEgREEHR0E hE/PEARY 14.78% 48715 (15,184) - BERR
(BRA®)
Shenzhen Gaote Jia Rui Bao Investment PRC/Mainland China Investment holding
Partnership (L.P.)
2022 FH ERBHEEEERAF
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OTHER NON-CURRENT ASSETS

2022 2021

BETT BT T
HK$'000 HK$000

WM  BERREES Deposits for acquisition of property,
plant and equipment 442,089 493,601
WEmEEERS Deposits for acquisition of intangible assets 29,744 131,599
RHEFE W SR IE Long-term receivables 1,139,506 1,327,643
AT AE IR B R+ Payments for equity investment* 2,923,858 -
H Others 2,885 21,887
4,538,082 1,974,730

* EH-_ NN T -__FRANHEEYT * On 6 May 2022, CR Sanjiu signed the Equity Interest Transfer Agreement

B BAR AT (VA T g B ])
MEZEBMBHBERAR (A TEEME
VER]DEERBEZHZE) - HED
EEB=ZNAUNIAReMN A NMETL
REBEEMPBENREEERNAR
NEN(AT BT R S5 ]) 208,976,160
BRAR D - WM —BITBA T E T EE
BEHMBEANR#E%KE3,335456 K%
B RRRXRZERNRDERE BEE
3,248,730,000 L c BEZT - Z—F +=
A=+—8 #H-NELRBRESE
EHFONOEMELBEMNETEEY
NARRRZGHE —HEE _HHRIBAE
7 %£2,923,858,000 T e EH = AR =&
Z=F-ATNARAREERITERR
RoBBARESHHABRIHEZE —$FE
WENE S HREM E48 o

24. 78 24.

with Holley Pharmaceutical Group Co., Ltd. (“Holley Pharmaceutical”) and
Holley Group Co., Ltd. (“Holley Group”). The agreement stipulated that
CR Sanjiu shall purchase 208,976,160 shares of KPC Pharmaceuticals,
Inc. (“KPC") from Holley Pharmaceutical by cash payment, and 3,335,456
shares of KPC from Holley Group, a concerted party. The underlying
share price of the transaction is HK$3,248,730,000. At 31 December
2022, CR Sanjiu had paid the first and second tranches of the transaction
to Holley Pharmaceutical and Holley Group in the aggregate amount
of HK$2,923,858,000 in accordance with the Equity Interest Transfer
Agreement. CR Sanjiu became the controlling shareholder of KPC on 19
January 2023. Further details of the event after the reporting period are
disclosed in Note 48 to the financial statements.

INVENTORIES

2022 2021

BYET T BT

HK$"000 HK$'000

R Raw materials 1,842,140 2,610,159
BEME Packaging materials 356,476 30,416
fF 8 Mm Work in progress 1,301,536 1,774,903
SR i Finished goods 26,218,294 25,272,514
29,718,446 29,687,992
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5. E5 R H WA

25. TRADE AND OTHER RECEIVABLES

2022 2021

BT T BT

HK$’000 HK$'000

FERERE Bills receivable 1,435,566 1,135,832
EHNEE Contract assets 23,402 30,029
5 El 8 Trade receivables 68,825,101 68,144,016
VERERES Impairment allowance (2,451,623) (2,137,238)
66,373,478 66,006,778

TET B Prepayments 5,507,354 4,300,688
H e SR IE Other receivables 6,580,909 6,494,840
AR Impairment allowance (391,386) (355,487)
6,189,523 6,139,353

79,529,323 77,612,680

AEB—REEESEFRTFN T30
180 RMEEEN YARTEEEFNE
SENGBEEGERBEHEEESRE365K &
W R A IR — N T 30E 180K ©

AEENESEBRERREEAER
BEMBAR -A&CE -BEQA -
—RARMMBE AR AL AR RIEERK
% B B 3838 5 Bl A& 7% #5383,201,000 7T
—F - —F : #H¥235,574,0007T) B
o (== = —4 : B 645,0007T) *
102,186,000 (T — —F : B
51,354,0007T) * B 6L (Z T - —4F:
B #177,218,0007t) REEOTT (= F
— — 4% : B ¥57,120,0007T)  ZEHIE
BEAEEMFERFREMNBUSEEKRK

g -
R —FR T - —F+-_A=+—

B AEBEEREREBHNRBERER
HE 5 R FIANREROTAT

The Group generally allows credit periods ranging from 30 to 180 days
to its trade customers, which may be extended to 365 days for selected
customers depending on their trade volume and settlement terms. The
bills receivable generally have maturity periods ranging from 30 to 180
days.

Included in the Group’s trade receivables are amounts due from the
Group's fellow subsidiaries, joint ventures, associates, associates of a
fellow subsidiary and non-controlling shareholders of HK$383,201,000
(2021: HK$235,574,000), HK$0 (2021:HK$645,000), HK$102,186,000
(2021:HK$51,354,000), HK$6 (2021: HK$177,218,000) and HK$0
(2021: HK$57,120,000), respectively, which are repayable on credit
terms similar to those offered to the major customers of the Group.

An ageing analysis of the Group’s trade receivables, net of loss
allowance, based on the invoice date at 31 December 2022 and 2021 is
as follows:

2022 2021

BETT BT

HK$000 HK$'000

0E 30K 0 to 30 days 15,076,080 16,073,144
31E£ 60K 31 to 60 days 10,424,496 10,701,002
61 290K 61 to 90 days 6,488,391 7,548,790
91 F 180K 91 to 180 days 16,669,849 16,142,140
181 £ 365K 181 to 365 days 13,214,045 12,463,039
A1 F Over 1 year 4,500,617 3,078,663
66,373,478 66,006,778
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RIB_ R _T_—F+_A=+—
B AEBERKEREREZAHNKRED

25. TRADE AND OTHER RECEIVABLES
(continued)

An ageing analysis of the Group’s bills receivable, based on the issue
date, at 31 December 2022 and 2021 is as follows:

M -
2022 2021
BT BT T
HK$’000 HK$'000
0ZE30K 0 to 30 days 640,258 121,807
31260k 31 to 60 days 216,588 127,233
612 90K 61 to 90 days 97,999 102,396
91 ZE 180K 91 to 180 days 480,721 784,396
1,435,566 1,135,832

BB S KEMERIR B EBIRRE

The movements in the loss allowance for impairment of trade and other

BN T - receivables are as follows:
2022 2021
BET T BT T
HKS$000 HK$'000
g 5 EWE Trade receivable
REAT At beginning of year 2,137,238 1,692,829
AT U el i i SE Y & B8 Amount written off as uncollectible (39,577) (43,113)
REEE - JFEE (HE7) Impairment losses, net (Note 7) 601,268 455,813
TE 5 5% Exchange realignment (247,306) 31,709
RER At end of the year 2,451,623 2,137,238
H fih e TR 18 Other receivables
REAT At beginning of year 355,487 232,383
P71~ a] Wi [ i 48R B & BB Amount written off as uncollectible (9,874) (2,032)
REEE - JFEE (HRE7) Impairment losses, net (Note 7) 86,741 101,123
VE 5, 2 Exchange realignment (40,968) 24,013
RER At end of the year 391,386 355,487

An impairment analysis on trade receivables is performed at each

B S RURIBRED N IR E WS BHE

REEEEMETUEEBEEEE -
LR TDRIBEEFREUEXNERTRE P
DEHE F RS Iﬁﬁﬁﬁﬁé’%’ﬁﬁﬁ'ﬁﬁ%"
FTERBBENEER EERERNR
t‘:EIHﬂ—J E’Jﬁ%@ﬂ{£$1¢ iﬁﬁ%ﬂjﬁfﬁi&

reporting date using a provision matrix to measure expected credit
losses. The rate is based on the ageing of the trade receivables due
from various customer segments with similar patterns. The calculation
reflects the probability-weighted outcome, the time value of money
and reasonable and supportable information that is available at the
reporting date about past events, current conditions and forecasts of
future economic conditions.
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25. B R EMEWNEIE (& 25. TRADE AND OTHER RECEIVABLES
(continued)
TY%}ZEIJEE«?K%@%ﬁ%%ﬂﬁzéﬁﬁﬁéﬁﬁ% Set out below is the information about the credit risk exposure on the
5 B 8 P T B 15 5 L B ) Y Group’s trade receivables using a provision matrix:
R=—F=_—%+=-A=t+—H As at 31 December 2022

REAE BAHPGEESSE

Gross carrying Expected
amount credit losses
BETT BETT
HKS$'000 HK$'000
TEHREEEIEM BB Individual evaluation of expected credit losses 1,348,394 781,914
mBEERRAATE Assessment of expected credit
TEHEEEE losses by credit risk portfolio 67,476,707 1,669,709
68,825,101 2,451,623
DR1E
Less than
1 year
EHEEEEX Expected credit loss rate 0.26% 10.44% 42.05% 100.00% =
EEAE(BETT) Gross carrying amount (HK$'000) 61,696,394 4,200,734 880,762 698,817 67,476,707
FBEEE E518 (B T 7T) Expected credit losses (HK$'000) 161,965 438,581 370,346 698,817 1,669,709
R-ZTE-—F+-A=+—H As at 31 December 2021

FmeE BHEEEE

Gross carrying Expected
amount credit losses
BT T BT T
HK$'000 HK$'000
TEEE EEIE M BT Individual evaluation of expected credit losses 1,218,387 731,617
MBEERRAETH Assessment of expected credit

TEHIEEEE losses by credit risk portfolio 66,925,629 1,405,621
68,144,016 2,137,238

LR F 1224 2E3F BiE3F

Less than 1to 2 to Over

1 year PATELS 3 years 3 years
RHEEERE Expected credit loss rate 0.40% 10.75% 42.58% 100.00% -
BESEGSSTT)  Gross carrying amount (HK$'000) 62,718,212 2,762,372 1,022,381 422,664 66,925,629
TEHIS BB (B T 7T) Expected credit losses (HK$'000) 250,748 296,829 435380 422,664 1,405,621
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H fth FEUL SRR (48) 25. TRADE AND OTHER RECEIVABLES
(continued)
RS — A FE W S IE ) AT U @115 R B+ A In determining the recoverability of a receivable, the Group considered
EHeEEEBEANEAR LB TEEE whether there had been adverse change in the credit standing of the
EEZAUREEAEERFES - mRn debtors from the date credit was initially granted. The concentration
AREFBNEERAESELZEE  WEEE of credit risk was limited as the Group’s customer base comprised of a
GEMIZEAR - AATIEERA HBE large number of customers. The directors of the Company believed that
ROELEASMERE R EE RS R there was no further credit provision required in excess of the allowance
— Ve AR = B o for doubtful debts already provided for in the consolidated financial
statements.
N-_E-——F+-_fF=+—8 A£ED As at 31 December 2022, the Group had pledged trade and bills
AR ) B 5 E R 2Tl N E UG EE A i receivables of HK$36,943,000 (2021: HK$0) to secure certain bank
36,943,0007C (=& = — 4 : B#0oT) - borrowings (Note 30), and pledged bills receivable of HK$420,897,000
PAME(RE FER{TAE S (ME30) » DK (2021: HK$492,740,000) to secure the bills payable (Note 28).
& W R 1 % 78 6 420,897,000 70 (—F — —
% 1 B #492,740,0007T) * AERENE
& (HI5E28) -
DI MRITES B4 RIE  26. PLEDGED BANK DEPOSITS/CASH AND CASH
S ZEY EQUIVALENTS
BEF T BET T
HK$000 HK$'000
WE MIRTTAERR Cash and bank balances 24,118,067 25,327,765
e Less:
AREMNEESHEEIFEITEFER  Pledged bank deposits for bills payable 4,976,930 4,356,098
BREZRRRIBE DR Guarantee deposits and other restricted
=& A B B 5 BRI 17 3R deposits with original maturity less
than three months 8,698 12,751
BREFRKREBERER Guarantee deposits and other restricted
=1 A B E 5 PR I 77 5K deposits with original maturity more
than three months 2,089,782 3,445,782
SRR IT AR Total pledged bank deposits 7,075,410 7,814,631
RekREZEY Cash and cash equivalents 17,042,657 17,513,134
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26.

27.

240

EIRFRTER BE&RE
SZEEY (B)
NEERITIF KRB IE B 224,838,380 T

—E - —F : E¥2,074,277,978 T) B
FHAR=ZEARE—FRNE BN T T
BN F225% F410%(—F - —4:
2.25% £4.20% ) BT i5 F F 5B ° %
ZRTFEATRTAREHAEEREIR
Ef BB 2 A &K o

HYSRAT 45 8RR 1 F£0.00% £4.20% (= F
Z—%:0.00% £4.20% ) B T 35 F F| &
B e

HE-_Z-—_F+=-A=+—H &5E
EEMRTEFRERERRITRE (21
BRER MM TFRITOFR BEN
F025% F1.95%(ZFE=—% : 030% &
3.80%) KIS FEREEF A o

DTRFEFEFENEE

26. PLEDGED BANK DEPOSITS/CASH AND CASH

EQUIVALENTS (continued)

Included in the Group’s bank deposits of HK$224,838,380 (2021:
HK$2,074,277,978) are time deposits with original maturity more than
three months but less than one year, which carry interest at market
rates ranging from 2.25% to 4.10% (2021: 2.25% to 4.20%) per
annum. These bank deposits can be withdrawn at any time at the
Group’s discretion without penalty.

Bank balances of the Group carried interest at market rates ranging
from 0.00% to 4.20% (2021: 0.00% to 4.20%) per annum as at 31
December 2022.

Pledged bank deposits of the Group represent deposits pledged to
banks to secure banking facilities including bills payable and carrying
interest at market rates ranging from 0.25% to 1.95% (2021: 0.30%
10 3.80%) per annum as at 31 December 2022.

. ASSETS CLASSIFIED AS HELD FOR SALE

RAEFENEE

Assets held for sale

BETT BT
HK$'000 HK$'000
50,978 -

RZZBZ—F EWABREHEESS
Y BEREEREAEEEMIEEE
FR RZTEZZF+A=+—H =X
Bl fo B iz ok BE R AR I B EEE
RENYE BERSEUARERREE
WHBIERBEE BRI EEIN—F
N5ERK °

2022 F 3R EHBEEEARAR

In 2022, Dong-E-E-Jiao decided to dispose part of its property, plant
and equipment and right-of-use assets rather than continuing use. As
at 31 December 2022, Dong-E-E-Jiao reached a legally binding assets
transfer agreement and the subject property, plant and equipment
and right-of-use assets were classified as held for sale. The disposal is
expected to be completed within one year.
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H it B 18 28. TRADE AND OTHER PAYABLES
2022 2021
HisE BT T
Notes HK$’000 HK$'000
B SR RIE Trade payable (a) 39,713,952 37,641,202
=& Bills payable (a) 14,817,283 14,631,645
Bt & Accrued salaries 3,211,660 2,881,432
JERTFI & Interest payable 12,857 113,939
H b S 7R I8 Other tax payables 1,149,285 822,688
H e 5108 Other payables 18,249,398 18,825,417
REERME Refund liabilities 57,805 48,100
LUk B B /B 1 R A FE A SR IE Payable for acquisitions of subsidiaries 440,722 586,917
77,652,962 75,551,340

Wi

(a0 RBEERNTHEAHNTI0ENX-
ERZEHEAENTI0E 180K HIR -
R-ZE-_—_F+-_A=+—H K&E
75 #393,950,000C (=T = —4F : B
10,746,527,00070) M EN EEHAEE
NIREEEBEA40,284,000T (Z T = —
F 52,988,000 7T ) (FF5E22) Y FE LR
= BERMEEE A1 420,897,000 7T
— T~ — 4 #B%492,740,0007T) (M
5T25) 1) FE W & &8 1 4,976,930,000
JL(ZZ = — 4 : 5% 4,356,098,000 7T )
(Mi3E26) B EBRITIFRFATIER ©

AEEERBEZAHNE RN FENR
T

Note:

(a) The average credit period for purchases of goods range from 30 to 90
days. The bills payable have maturity period ranging from 30 to 180 days.
As at 31 December 2022, the Group’s bills payable of HK$393,950,000
(2021: HK$10,746,527,000) were secured by the Group’s bills receivable,
at fair value of HK$40,284,000 (2021: HK$52,988,000) (Note 22),
the Group’s bills receivable with an aggregate carrying amount of
HK$420,897,000 (2021: HK$492,740,000) (Note 25) and pledged bank
deposits of HK$4,976,930,000 (2021: HK$4,356,098,000) (Note 26).

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

2022 2021

BT T BT

HK$"000 HK$'000

0E 30K 0 to 30 days 18,759,111 19,763,219
31E60K 31 to 60 days 7,645,847 7,275,129
61E290K 61 to 90 days 3,664,413 2,855,637
B0 K Over 90 days 9,644,581 7,747,217
39,713,952 37,641,202

75 BN BN BB R R IR BV BRI

W

is as follows:

An ageing analysis of the Group’s bills payable, based on the issue date,

2022 2021

BT BT
HK$’000 HK$'000

0£E 30K 0 to 30 days 2,876,015 1,156,647
31E260K 31 to 60 days 2,546,268 3,031,932
61 290K 61 to 90 days 2,531,018 2,559,597
BB o0 K Over 90 days 6,863,982 7,883,469
14,817,283 14,631,645

China Resources Pharmaceutical Group Limited

Annual Report 2022 241



IRA BT RS RR M 5F
Notes to Consolidated Financial Statements

—ZT-—%#+-H=+—H 31 December 2022

29. EHAE 29. CONTRACT LIABILITIES
BETT BT
HKS$'000 HK$'000
BUE PR AR Short-term advances received from customers
EmiHE Sale of goods 3,960,635 3,556,951
30. SRITEM 30. BANK BORROWINGS
2022 2021
BETT BT
HKS$'000 HK$'000
RITIER Bank borrowings
A HER Secured 1,380,719 110,214
AR Unsecured 44,232,688 50,557,736
45,613,407 50,667,950
JEEEERIEE (ERTEEEMRE) + Carrying amount repayable
(based on scheduled repayment terms):
—&F LA Within one year 40,528,838 46,544,446
—FLAEELRRE More than one year, but not more than
two years 3,428,337 2,553,283
MELAEEBLRAESF More than two years, but not more than
five years 1,656,232 1,570,221
45,613,407 50,667,950
W OREBEE TR Less: Amount due shown under current
B8 liabilities:
—FLARNEI Due within one year (40,123,586) (45,655,601)
—FARFIEEREE Due within one year and contain a
1% B SRE KRR repayment on demand clause (405,252) (888,845)
(40,528,838) (46,544,446)
FRBEEETAT Amount due after one year shown under
R—FRIAN S non-current liabilities 5,084,569 4,123,504
ANEFETFHERTETUATY & EBERR - Certain of the Group’s bank borrowings were secured by:
2022 2021
BT T BT
HKS$'000 HK$'000
FREEE (WE17@a) Right-of-use assets (Note 17(a)) 112,151 76,742
EF (Mf5E15) Buildings (Note 15) 221,718 271,097
B 5 e s N e U Z 4% (Bff 5% 25) Trade and bills receivables (Note 25) 36,943 -
370,812 347,839
ANEEZHFRBITEREETFEMEG The average effective interest rates of the Group’s floating rate bank
HEFEHEBRERNE DR H3.25%(ZF borrowings and fixed rate borrowings were 3.25% (2021: 2.46%) per
T :246%) R357% (=T = —%F: annum and 3.57% (2021: 3.70%) per annum, respectively.
3.70%) °
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. BONDS PAYABLE

BT T BT
HKS$'000 HK$'000
&5 1 (fifsta) Bonds 1 (Note a) - 1,249,286
Ex2 (MiEb) Bonds 2 (Note b) 2,850,942 3,114,803
&% 3 (fi st o) Bonds 3 (Note ) 2,298,433 -
5,149,375 4,364,089

FE e - Amount repayable:
—FLR Within one year 111,715 1,306,364
FEERF In the second to fifth years 5,037,660 3,057,725
5,149,375 4,364,089

Mitfta: RZZE—NFRA=-+=-H  #=HEEE Note a: On 22 May 2019, CR Pharmaceutical Holdings issued unsecured non-

B 3 b

Mizc

ERIZEHEBEARBI100TRTES
%A 5 A 2 ¥ 1,000,000,000 7T £ £ 1 17
FEMES(EH1])  HEEFEHR
378% B - EHIEN _E-—FH
AZ+MBREH - BHFIOBTERA
AR #870,0007T

R-ZE-—FXA=-+—8 #EHEH
TRIEFHEEARE 100 TEITES
%8 A A R #2,500,000,000 7T ) £ £ 17
EEMEH(EFHF2])  REEFHE
350%: B EH2ER T - HE X
AZ+=HHH -EF2NBETEAE
AFR#7,640,0007C °

RZTZZF—A=+—H E=HE%
TRRFHEBEARBI100TTETES
7 A AR % 2,000,000,000 7T A 4 15 38
EEMER([EH3))  REEFHE
286% it B EHEIBRN T -RHEN
AZ+—BHEB -EHF3NETERAAR
A R# 1,500,000 7T °

REBFRBE_T_—_FR_F_—F
TAZT—HILEFENEBHERFIMT

2022 2021

listed bonds (“Bonds 1") in an aggregate amount of RMB1,000,000,000
at par at RMB100 each, carrying interest at a fixed rate of 3.78% per
annum. Bonds 1 matured on 24 May 2022. The issue fee of Bonds 1
amounted to RMB870,000.

Note b: On 21 June 2021, CR Pharmaceutical Holdings issued unsecured non-
listed bonds (“Bonds 2”) in an aggregate amount of RMB2,500,000,000
at par at RMB100 each, carrying interest at a fixed rate of 3.50% per
annum. Bonds 2 will mature on 23 June 2024. The issue fee of Bonds 2
amounted to RMB7,640,000.

Note ¢ On 21 January 2022, CR Pharmaceutical Holdings issued unsecured non-
listed bonds (“Bonds 3") in an aggregate amount of RMB2,000,000,000
at par at RMB100 each, carrying interest at a fixed rate of 2.86% per
annum. Bonds 3 will mature on 21 June 2025. The issue fee of Bonds 3
amounted to RMB1,500,000.

The movements of these bonds during the years ended 31 December
2022 and 2021 are set out below:

BHT BHFR

HK$°000 HK$'000
REVHREE Carrying amount as at the beginning of the year 4,364,089 6,040,421
HEBEITEFWEANTEHIE Proceeds received from issued bonds 2,462,080 2,995,750
B Repayment (1,309,758) (5,033,816)
e A& Interest accrued 183,331 250,336
bE 3 % Exchange realignment (550,367) 111,398
RERNREE Carrying amount as at the end of the year 5,149,375 4,364,089
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32. IEIERIA 32. DEFERRED TAX
EERIBEE Deferred tax assets
KRB —F+-_A=+—HEZ=ZT=— Details of deferred tax assets as at 31 December 2022 and 31
FH+ A=+ HECHREEENFBD December 2021 are as follows:
™
BENAE HEFE RERETER HESE
Impairment Provision Lease
of assets Tax losses and accruals liabilities
#nTx BnTR B85 877 BBTR #n7R
HK$'000 HKS'000 HKS'000 HKS'000 HKS'000 HKS'000
WZZ-=F—F—H Gross deferred tax assets at
ZELHBEESE 1 lanuary 2022 728333 65,588 398,463 19,947 97,228 1,309,559
ENPMGABERA  Deferred tax credited to the
STARBERE consolidated statement of
(MzE12) profit or loss during the year
(Note 12) 122,766 14,366 131,608 6,321 121,596 396,657
WEHBAR Acquisition of subsidiaries
(MizE39) (Note 39) 40,475 - - - - 40475
HEHB 2 7 (i 3E40) Disposal of subsidiaries (Note 40) () = = = = 0]
A% Exchange realignment (71,723) (6,432) (42,644) (2,102) (17,511) (140,472)
- Gross deferred tax assets at
TZA=+-82Z 31 December 2022
BRVEAELSE 819,847 73,522 487,421 24,166 201,253 1,606,215
HEmE # RE&RE
Impairment Provmon and Lease
of assets Tax losses accruals liabilities
v BBTR BEER BT BBER v
HK$'000 HK$'000 HK$000 HK$'000 HK$000 HKS'000
WZZE-—FE—F—H Gross deferred tax assets at
ZEXHBEESE 1 January 2021 487,139 63,064 327,446 32,066 60,137 969,852
FRRGABERA  Deferred tax (charged)/credited
(408),/ZE AR to the consolidated statement
ERLHA(HEE12)  of profit or loss during the year
(Note 12) 201,338 2,151 68,749 (12,233) 36,538 296,543
WEHBAR Acquisition of subsidiaries
(Mi5E39) (Note 39) 46,679 - - - - 46,679
& B2 R (F1340) Disposal of subsidiaries (Note 40) (10,968) - - - - (10,968)
RAE Exchange realignment 4,145 373 2,268 114 553 7453
W_E=—F Gross deferred tax assets at
TZA=+-B2Z 31 December 2021
EEREAERE 728,333 65,588 398,463 19,947 97,228 1,309,559
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CIREMIE () 32. DEFERRED TAX (continued)
EEFIBEAE Deferred tax liabilities
RZZE-_—F+-A=+—HEZZEZ Details of deferred tax liabilities as at 31 December 2022 and 31
F+-_RA=+—HELHEAENFEE December 2021 are as follows:
™

WEKEAE
MELH
NEEM MABEAER

Fair value
adjustment arising
Revaluation  from acquisition

of properties of subsidiaries
BETT BET T BT T BETT
HK$'000 HK$/000 HKS$'000 HK$'000
MRZE-Z=F—F—H Gross deferred tax liabilities at
ZEXHIBEELE 1 )anuary 2022 469,938 1,376,000 119,39 1,965,334
FRANGABERR Deferred tax charged/(credited) to
BAZEREERR the consolidated statement of
Mk (GEA) profit or loss and consolidated
ERERE (F3E12) statement of comprehensive
income during the year (Note 12) (13,547) (580,700) 505,600 (88,647)
WeBEH B AR (B3E39)  Acquisition of subsidiaries
(Note 39) - 56,181 - 56,181
HENEAF (H5E40)  Disposal of subsidiaries (Note 40) = (1,660) = (1,660)
B R AE Exchange realignment (36,517) (67,483) (50,128) (154,128)
7 S Gross deferred tax liabilities at
+TZA=t—-H2 31 December 2022
ERRIEEEASE 419,874 782,338 574,868 1,777,080

WENB AR
PREE £ HY
MEEL RABEBE

Fair value
adjustment arising
Revaluation from acquisition

of properties of subsidiaries Others
AT BETT BETT AETT
HK$/000 HKS'000 HK$'000 HK$/000
RZE--F—-A—H Gross deferred tax liabilities at
CEERER AR 1 January 2021 469,395 1,099,725 99,751 1,668,871
ENRGFRBERER Deferred tax charged/(credited) to the
mEEENERA consolidated statement of profit or
%/ GEA)EERFIE  loss and consolidated statement of
(KE12) comprehensive income during the year
(Note 12) (12,673) (80,722) 16,743 (76,652)
IR BAE (M3E39)  Acquisition of subsidiaries (Note 39) - 323,546 - 323,546
HERB AR (FizE40) Disposal of subsidiaries (Note 40) - (81) - (81)
B AT Exchange realignment 13,216 33532 2,902 49,650
i Gross deferred tax liabilities at
TZR=1-R2 31 Decernber 2021
BRBEEERE 469,938 1,376,000 119,396 1,965,334
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LL%RIEEJE(,?%)
RZBZZF+ZA=+—8 KXEED
R 0 7% 18 g5 18 A8 5 4,301,435,000 7T
— T~ — 4 : ##2,708,1750007T) °
RZBZZF+-A=+—8 K&EEH
T 18 &5 18 78 #5 383,985,000 (=T — —
1 B 366,303,000 70) B HERIEL T IE
BE -RZTE_Z_F+ZA=+—H0 &
THIFEIBET B A% 3,917,450,000 T (= F
— — : ##2,341,872,0007T) B AR K
BRREEZEN  WARRECHIEE
E-RZTE_ZF+=-A=+—80" ' K&
T IE B 18 P B 1T 5 18 8 15 387,415,000
T (ZZE = —4F : B #317,046,0007T) A]
MRS - HMBIEEE AU TFE
[E i

32. DEFERRED TAX (continued)

Deferred tax liabilities (continued)

The Group had unused tax losses of HK$4,301,435,000 (2021:
HK$2,708,175,000) as at 31 December 2022. Deferred tax assets have
been recognised in respect of tax losses amounting to HK$383,985,000
(2021: HK$366,303,000) as at 31 December 2022. Deferred tax assets
have not been recognised in respect of the remaining tax losses of
HK$3,917,450,000 (2021: HK$2,341,872,000) due to the unpredictable
profit stream as at 31 December 2022. Included in the unused tax
losses was a loss of HK$387,415,000 (2021: HK$317,046,000) at 31
December 2022 that may be carried forward indefinitely. Other tax
losses will expire in the following years:

2022 2021

BT BEET T

HKS$°000 HK$'000

T 2022 - 86,530
—E== 2023 27,742 56,020
—ETNEF 2024 252,513 285,370
—ETARF 2025 399,974 440,816
ZERF 2026 832,693 1,156,090
—TLF 2027 2,017,113 -
3,530,035 2,024,826

BRTHIAEBNEEHAEEL RHER

Deferred tax assets have not been recognised in respect of the following
items:

BETT BT

HK$'000 HK$'000

AR E R ERE Deductible temporary differences 1,833,860 1,852,773
ABATIHEE R Unused tax credits 3,917,450 2,341,872
5,751,310 4,194,645
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EERIREE (F)

BRI LR R RRER IR E E N RIER
JR A A B AR B 1N K AT B 75 1E B AR B 7
ATAREE DR ESHEEIER -

RIERESEMERE  RPBEAA
ZONELERIIBRREETIR R EBH

W10% BT - BEREBE ST NF—
A—BREM WEAR_-_TTLF+=
B=+—H®ELZEF - P E R E
SNl B EFTB R AR 2 MR B R K
4 - R ER T R HRTENT - AEE
ZHEAMEAS%HK10% > Bt - NEE
BRRP RN 2 HBARGRE-Z

ENE-—F—BRELEZEANDIRZIEE
BT o
BE-_Z-_—+-_A=+—0 &~&HE

REER AT T AR EHMATE
M RRERAELESR - FEEMER -
BT RRIEAERMARRTAAEEDE
BHWF - HBE_E-_—_F+-_A=+—
EI HHABERECHABENPREARMT
RAMBRERBNEREEZEREN RS
#£17,542,150,000 7 (Z = = —F : B
18,813,481,0007T) ©
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DEFERRED TAX (continued)

Deferred tax liabilities (continued)

Deferred tax assets have not been recognised in respect of the above
items as it is not considered probable that taxable profits will be
available against which the above items can be utilised.

Pursuant to the PRC Corporate Income Tax Law, a 10% withholding
tax is levied on dividends declared to foreign investors from the foreign
investment enterprises established in Mainland China. The requirement
is effective from 1 January 2008 and applies to earnings after 31
December 2007. A lower withholding tax rate may be applied if there is
a tax treaty between Mainland China and the jurisdiction of the foreign
investors. The applicable rates for the Group are 5% or 10%. The
Group is therefore liable for withholding taxes on dividends distributed
by those subsidiaries established in Mainland China in respect of
earnings generated from 1 January 2008.

At 31 December 2022, no deferred tax has been recognised for
withholding taxes that would be payable on the unremitted earnings
that are subject to withholding taxes of the Group's subsidiaries
established in Mainland China. In the opinion of the directors, it is not
probable that these subsidiaries will distribute such earnings in the
foreseeable future. The aggregate amount of temporary differences
associated with investments in subsidiaries in Mainland China for
which deferred tax liabilities have not been recognised totalled
approximately HK$17,542,150,000 at 31 December 2022 (2021:
HK$18,813,481,000).
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33. BRIRERNEFKE
AR EE M A B R IEF RIRS IR AT RIK
MiEBRE#TRIKERN  ZEFERA
BIRERETE - WIELR A SR R & 1
REEECEBNESERNEENARG
M :

33. DEFINED BENEFIT OBLIGATIONS

The Group provided supplementary retirement benefits to its normal
retired or early retired employees in Mainland China, which are
considered to be defined benefit plans, and recognised a liability for the
unfunded employee benefit obligations in the consolidated statement
of financial position as follows:

2022 2021

BT T BT T

HK$'000 HK$'000

RKEANEBFIRE Present value of defined benefit obligations 961,656 1,125,888
RE®ES Long-term dismissal benefits 29,485 33,942
991,141 1,159,830

SRS H D Portion classified as current portion 63,150 71,397
JEBNERER Non-current portion 927,991 1,088,433

WMEHKRFRANTESEREDT : The principal actuarial assumptions used as at the end of the reporting

period are as follows:

2022 2021

BETFR BETFR
HK$'000 HK$'000
Eﬁiﬁﬁ (%) Discount rate (%) 2.75%-3.25%  2.75%-3.50%
TE HARBE B8 X (%) Expected rate of separation (%) 0.00%-1.00%  0.00%-1.00%
RAREESNEERSEH Expected rate of future pension and health
FEEE R % (%) care increase rate (%) 4.00%-8.00%  4.00%-8.00%
HEREHR HEEZREINES XM A quantitative sensitivity analysis for significant assumptions as at the
AT TFTR - end of the reporting period is shown below:

—EC-CE 2022
BB & Discount rate
=% 2021
B & Discount rate

EARERNEH BARER

BEE(%) #&Mm/0HD) W E (%) R E M
Increase/(Decrease) Increase in

Increase in defined benefit Decrease defined benefit

in rate (%) obligations in rate (%) obligations
AT AT

HK$'000 HK$'000

0.25 (24,219) 0.25 25,382

0.25 (24,579) 0.25 33,179
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DEFINED BENEFIT OBLIGATIONS (continued)

The sensitivity analysis above has been determined based on a method
that extrapolates the impact on defined benefit obligations as a result
of reasonable changes in key assumptions occurring at the end of
the reporting period. The sensitivity analysis is based on a change in a
significant assumption, keeping all other assumptions constant. The
sensitivity analysis may not be representative of an actual change in the
defined benefit obligations as it is unlikely that changes in assumptions
would occur in isolation of one another.

The total expenses recognised in the consolidated statement of profit or
loss in respect of the plan are as follows:

2022 2021

BET T ABEET T

HK$'000 HK$'000
& A BR A A AN Current service cost 3,642 8,034
B RIS A A Past service cost (9,722) 6,754
HEE WS Gain on settlement (523) -
FLEB AR (B3 8) Interest cost (Note 8) 29,895 33,641
18 FIF SOF R Net benefit expenses 23,292 48,429
RITEF > TR Recognised in administrative expenses (6,603) 14,788
B & B AR TE R Recognised in finance costs 29,895 33,641

23,292 48,429

BRABHNEHEREZHOT

The movements in the present value of the defined benefit obligations
are as follows:

2022 2021

BET R BT

HK$'000 HK$'000

‘—A—H At 1 January 1,125,888 1,086,061
& B AR A AN Current service cost 3,642 8,034
B RIBECA Past service cost (9,722) 6,754
HE WS Gain on settlement (523) -
B Interest cost 29,895 33,641
ETE (W), BiE Actuarial (gain)/loss (19,736) 27,106
BEE R Benefit paid (75,351) (67,702)
IE 5 & Exchange realignment (92,437) 31,994
R+—_A=+—H At 31 December 961,656 1,125,888

WMEBMRENEANEEN TR ESE
00 (ZFE=—F :9FE2%F) -

The average duration of the defined benefit obligations at the end of
the reporting period is 8 to 20 years (2021: 9 to 22 years).
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34. HFRBERE 34. OTHER NON-CURRENT LIABILITIES
BT BETFT
HK$°000 HK$'000
B 4 B () Government grants (i) 867,753 890,778
Hitb Others 227,579 197,832
1,095,332 1,088,610
() RER - KEE B BT P WEES (i) During the year, the Group received new government grants
#5129 660,0007T (=T = — 44 : & from the government authorities amounting to HK$129,660,000
#8242 772,0007C) KIBR T @ B) - (2021: HK$242,772,000) to subsidise the construction of
RABREBRRETFTHRBLLE certain research and development centres and the purchases
BEWE BMERREIREED - X of property, plant and equipment of the Group. The Group
= BN R E HI RS A W B M 2 s complied with the conditions attached to the grants as at the
WERNEBEENTFEREHRNE end of the reporting period and will transfer the grants to profit
BEETIES - RER AEE or loss over the useful lives of the related assets. The Group
718 25 B 5295 #5108,800,000 7T (— recognised these government grants in profit or loss amounting
T~ — 4 #H107,395,00070) B to HK$108,800,000 (2021: HK$107,395,000) during the year.
BT B
35. B 35. SHARE CAPITAL
B4 Shares
BETT BT
HK$°000 HK$'000
BEETRER Issued and fully paid:
6,282,510,461 (ZZ_—% : 6,282,510,461 (2021: 6,282,510,461)
6,282,510,461) B 3@ A% ordinary shares 27,241,289 27,241,289
RAT PSRRI T - A summary of movements in the Company’s share capital is as follows:
ERITRAHE B2
Number of Share
shares in issue capital
AT
HK$'000
R=ZZE=——F+=A=+—H "+  At31 December 2021, 1 January 2022,
— ::¢ A—BR 31 December 2022
—T__F+=-A=1+—H 6,282,510,461 27,241,289
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36. AR B EHEAIIR

STAhEEZE

N 2 M B A T B AR IR M
B R & ([R%5T &) - BEMEITH
BECERINMELERZAERSEHER
HEBENREIF - ZAENEERDEER
ETIHEENSEENES -

R-ZE-_—F+—FN\B JIFEERE
F & & AL HE 5,734,000 8% 5 BE #I %
- SRIEFHROAARE662T M
FEBEZREBRGER=ZZE=Z—F+— A
=+ HBITRERL - ZRHIRHDHEEH
AR ELBHHE24MEA - 3618 A %481
A -BEAABRMELAMAS  —FAF
MOEFEHNE—EARXSH  ERERE
BEHRRT - Bl EESEELTHEE
IHREECEEFEBGT ) AETEFE
BENZTEAR2HENEREE L
EHXT IO RE=D2Z—HZR
BEAD 8 T AEBR o

TRZEHNSZRIBRNERFAHA
REERREIPEERMAERLANT
BERETE - RIEZT 8 E AR H1 8%
MmE AR ERARME28,5550007T (FHE
W88 33,331,0007T) °

TR UFRZRHRMNARE7.627T
M17 %46 B AT T 510,000 5 R
BHOBFMBEIREBOHER S __FW
AZ+—BABITRER -

BIEZTERENZRIIBONARES
AR# 2,412,000 7T (FHE R 7B 2,816,000
JL) °

R-E-_—F=A=-+=AR=-ZT_-=
FRHA+TAB  THHEEN2ZEBYR
RIPBETHEENEBBAER Brt/IH
BELBUYFHCE F2E2HBEHRED
fif B B9 & ££362,000 f% 5 BR %I B 10+ i &
B 1% 4 8 D 2 BR il AR 1) 4 5,882,000 % ©
Ol BERR D sE 85 1% )T Fh B R AN AR BE R
362,000 % B& 17 - M sE Mt & A m D> A R #
362,000 7T ©

(R B RS R T 5
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36. SHARE-BASED PAYMENTS

Jiangzhong Pharmaceutical

Jiangzhong Pharmaceutical, a subsidiary of the Group, operates a
restricted share incentive scheme (the “Scheme”) for the purpose of
providing incentives and rewards to eligible participants who contribute
to the success of Jiangzhong Pharmaceutical’s operations. Eligible
participants of the Scheme include Jiangzhong Pharmaceutical’s
directors and employees.

Jiangzhong Pharmaceutical granted 5,734,000 restricted shares at
RMB6.62 for each restricted share to certain eligible individuals on 8
November 2021 and all the restricted shares were issued and recorded
on 30 November 2021. The lock-up period of the restricted shares
shall be 24 months, 36 months and 48 months after the share record
date. The unlocking dates are the first trading day after the second
anniversary, third anniversary and fourth anniversary of the share record
date, upon which and subject to the satisfaction of the unlocking
condition, being (a) the business performance target of Jiangzhong
Pharmaceutical determined and assessed by the board of directors; and
(b) the performance appraisal result of the eligible participants of the
Scheme determined for the corresponding assessment year, one third,
one third and one third of the restricted shares shall be unlocked.

The fair value of each restricted share with different lock-up period
at the grant date was determined based on the market price of the
shares of Jiangzhong Pharmaceutical at the grant date. The fair value of
the restricted shares granted under the Scheme was RMB28,555,000
(equivalent to HK$33,331,000).

Jiangzhong Pharmaceutical granted 510,000 restricted shares at
RMB7.62 for each restricted share to 17 certain eligible individuals and
all the restricted shares were issued and recorded on 21 April 2022.

The fair value of the restricted shares granted under the Scheme was
RMB2,412,000 (equivalent to HK$2,816,000).

On 23 March 2022 and 19 May 2022, 2 incentive targets of Jiangzhong
Pharmaceutical terminated the employment relationship with
Jiangzhong Pharmaceutical, consequently Jiangzhong Pharmaceutical
repurchased and cancelled the total restricted shares that had been
granted to 2 incentive targets but unlocked of 362,000, and the
remaining equity incentive restricted shares were 5,882,000. After
cancellation of the repurchased shares, the total share capital of
Jiangzhong Pharmaceutical decreased by 362,000 shares while the
registered capital reduced by RMB362,000.
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36. LA B E AV ()
STHRE¥ ()
RER - R EIRTHERSRAMT

36. SHARE-BASED PAYMENTS (continued)

Jiangzhong Pharmaceutical (continued)
The following restricted shares were outstanding under the Scheme
during the year:

n—A—H As at 1 January 5,734,000 -
FARDY Granted during the year 510,000 5,734,000
FRRM Invalidated during the year (362,000) -
®R+=—A=+—H As at 31 December 5,882,000 5,734,000

RER UBRHAEERONRBAXR
A ANRE10,661,0007T (BBERBE
12,444,00070) (Z 2B - —F : AR
1,190,000 7T (ABE A5 1,434,0007T) ) -
BB ER -

EHES
AEBEZHBRAREHEELLEREIE
IR A B A& (%t 8l))  EEREEE
EELCEREHEMZAER2BER
HEBRE®R - ZBNEER2EER
EEHEBENEZLES -

R-ZE-_-F=A_-+h1A EHEER
HETAE®ALEH 17,606,300 85 R
B SRZBHRODBARE7.547T
MABESRBEIROER ST __F=A
Z+RBHITRERL -

R-ZT-_—F+H-+MA - EHEER
ETAHE®/ALTIRE1,183,300 0% % IR
B SRZBHIRNDAARE 10.657T -
MATESXRHBHERZZET=__F1+ 5
ZHANBBTRER -

EREIROOEEH /RN EL B L2
B8R 3617 N4l A - @B A
BERAMBES  ZBAFNOEAFRNE —
B %A - EmeREFRENATRT - B
@QEFSETAUNHNEFEHLEER
BR: O)EEFEFEETNZAEAR
DRENEBEERER =H02— =D
Z—R=52Z —HXREBAD K TR -

252 2022 FH ERBHEEEERAF

During the year, the total amount of share-based payment expense was
RMB10,661,000 (equivalent to HK$12,444,000) (2021: RMB1,190,000
(equivalent to HK$1,434,000)), which was recognised in profit or loss.

CR Double-Crane

CR Double-Crane, a subsidiary of the Group, operates a restricted
share incentive scheme (the “Scheme”) for the purpose of providing
incentives and rewards to eligible participants who contribute to the
success of CR Double-Crane’s operations. Eligible participants of the
Scheme include CR Double-Crane’s directors and employees.

CR Double-Crane granted 17,606,300 restricted shares at RMB7.54
for each to certain eligible individuals on 25 March 2022 and all the
restricted shares were issued and recorded on 25 March 2022.

CR Double-Crane granted 1,183,300 restricted shares at RMB10.65
for each to certain eligible individuals on 24 October 2022 and all the
restricted shares were issued and recorded on 26 October 2022.

The lock-up period of the restricted shares shall be 24 months, 36
months and 48 months after the share record date. The unlocking dates
are the first trading day after the second anniversary, third anniversary
and fourth anniversary of the share record date, upon which and
subject to the satisfaction of the unlocking condition, being (a) the
business performance target of CR Double-Crane determined and
assessed by the board of directors; and (b) the performance appraisal
result of the eligible participants of the Scheme determined for the
corresponding assessment year, one third, one third and one third of
the restricted shares shall be unlocked.



36. AR BEREAVIR ()

EHER (2)
RZE-_—F+A=-+WMA EHEH
B2 B BN R Ax E B M R (B RS
B ANEHEBERNBTIHEHER T25
HENE BB BB E H£83,400 X R
B A - T R B AR M R B X PR I IR 1D B
18,706,200 % - B BB AR (D FEiH R - EHE
BB A% AN 48 %859 4> 83,400 I AR 17+ M s &
F A NRMES3,400 7T ©

RER - ZFEBTOHZRBIBMAT
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36. SHARE-BASED PAYMENTS (continued)

CR Double-Crane (continued)

On 24 October 2022, 2 incentive targets of CR Double-Crane
terminated the employment relationship with CR Double-Crane,
consequently CR Double-Crane repurchased and cancelled the total
restricted shares that had been granted to 2 incentive targets but
unlocked of 83,400, and the remaining equity incentive restricted
shares were 18,706,200. After cancellation of the repurchased shares,
the total share capital of CR Double-Crane decreased by 83,400 shares
while the registered capital reduced by RMB83,400.

The following restricted shares were outstanding under the Scheme
during the year:

m—H—H As at 1 January —
FREY Granted during the year 18,789,600
F AR Invalidated during the year (83,400)
®R+=—A=+—8H As at 31 December 18,706,200
TRAXEHNEZRIBRHDERTAHD The fair value of each restricted share with different lock-up period at

REESREEREERMERLANT
BERETE - RIEZT 8 E AR H1 8%
BEARBERAANRY139,757,0007T (FHE
78 # 156,455,000 7T) °

RER UBRODAEROTRE LA
%A ANR%36,021,0007T (HE EA,M%
42,046,0007C) © BB R

EB=H

AEE BN R RS AL L H R
REHEE S ([ZFT 8] - BEMEEH
TALEERNERERZ A EKRRHEER
HAEE) R EITR - ZATEIM A B IR HEER
BREB=NANEZKES -

RZZBE-_—FRANE - EEH=NARAET
A& AL 8,240,000 i =R HIR% 17 -
BREZRHEND ABARE 14847 - AT
BXRHBRMER=ZZTZZFRA=+H
HEITRER -

R-E-_—F+tA-+=—H EH=-I@
ETA&E®ATIRE1,206,000 0% % R
B BRZBRHRNDABARE23.487T -
MEATEXRFIRPDER=ZZE=_=_FN\A
ZHNBBEITRERL -

the grant date was determined based on the market price of the shares
of CR Double-Crane at the grant date. The fair value of the restricted
shares granted under the Scheme was RMB139,757,000 (equivalent to
HK$156,455,000).

During the year, the total amount of share-based payment expense was
RMB36,021,000 (equivalent to HK$42,046,000), which was recognised
in profit or loss.

CR Sanjiu

CR Sanjiu, a subsidiary of the Group, operates a restricted share
incentive scheme (the “Scheme”) for the purpose of providing
incentives and rewards to eligible participants who contribute to the
success of CR Sanjiu’s operations. Eligible participants of the Scheme
include CR Sanjiu’s directors and employees.

CR Sanjiu granted 8,240,000 restricted shares at RMB14.84 for each
restricted share to certain eligible individuals on 9 May 2022 and all the
restricted shares were issued and recorded on 25 May 2022.

CR Sanjiu granted 1,206,000 restricted shares at RMB23.48 for each
restricted share to certain eligible individuals on 22 July 2022 and all the
restricted shares were issued and recorded on 29 August 2022.
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36. SHARE-BASED PAYMENTS (continued)

CR Sanjiu (continued)

The lock-up period of the restricted shares shall be 24 months, 36
months and 48 months after the share record date. The unlocking dates
are the first trading day after the second anniversary, third anniversary
and fourth anniversary of the share record date, upon which and
subject to the satisfaction of the unlocking condition, being (a) the
business performance target of CR Sanjiu determined and assessed by
the board of directors; and (b) the performance appraisal result of the
eligible participants of the Scheme determined for the corresponding
assessment year, one third, one third and one third of the restricted
shares shall be unlocked.

The following restricted shares were outstanding under the Scheme
during the year:

m—H—H As at 1 January =
FREY Granted during the year 9,446,000
®R+=—A=+—H As at 31 December 9,446,000

RZEHNZTZRIBRHDERFAHA
/L{;";TEE*E%FE,FLMX@ET% Hr™
SEREE - IRIEZT 8 E AR H18%
BEARBERAANRE 237,083,000 (HHE
B 265,410,000 7T) ©

RER AEOASEMRON KA XA

%A ANRM%S2.870,0007T (HE BA,MZ
61,712,0007T) * ERIBZEFER

DTHEAERZENERMTA

The fair value of each restricted share with different lock-up period
at the grant date was determined based on the market price of the
shares of CR Sanjiu at the grant date. The fair value of the restricted
shares granted under the Scheme was RMB237,083,000 (equivalent to
HK$265,410,000).

During the year, the total amount of share-based payment expense was
RMB52,870,000 (equivalent to HK$61,712,000), which was recognised
in profit or loss.

37. FINANCIAL INSTRUMENTS CLASSIFIED AS

EQUITY
2022 2021
BHT BET R
HK$'000 HK$'000
—NEE—H & 2019 first tranche perpetual
NAEEF() corporate bonds (i) = 2,230,746
ZECEFE & 2020 first tranche perpetual
N aMfES (i) corporate bonds (ii) - 1,154,306
CECCFEHn & 2022 first tranche perpetual
NENE %(m) corporate bonds (jii) 1,679,220 -
—ZT—_— ZHAR] A& A 2022 second tranche perpetual
NEME %(lv) corporate bonds (iv) 1,679,220 -

2022 F 3R EHBEEEARAR
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VERLT A (&)

KHRREBLHEEETRZE AR
ERMEETRERNPETEK TS
T-NEFFE-HAEBARES (=
T-NFXERRESF] Ao H
A A R #2,000,000,000 7T © E i F
MA=F ZEHEEERITEER
BETEHERKBER=FHMF K
BHEERCGERMEAEEAE) - =
T-NFREQREFNEEAE
BFEB3.94% o

KHRRBLHEEETRZEHER
ERMEETRERNPETEK TS
SR FF-HAESRARES (=
SEFXERRESF])  AeHE
A A R #1,000,000,000 7T+ E i F
HAMT EHBHERTEER
BETEHERKGERMRFHFHI K
BHEERCGERMEBEEAE) - =
TEFRERREFNEEAE
BEB379% °

AABEERA AEETEESL
EBEE-_T-—NERZZTZTF
KERAEHFMNARSRBERIELEM
R B ZEKABHFERS
AR -

FRN HEESDEARENERT
B EEAFB%95961,0007T (=
T —4F : B%161,266,0007T) °

RZZE_—FAA AARREDT
TEBTANEERERET B E
HARBEFENHEASBARL
WHANRZEZ—F+HA=+—8H
FZEZF+—A+WOAZEHE
BT _TSFAEHARESFR S
T-NEAEHARIES -
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37. FINANCIAL INSTRUMENTS CLASSIFIED AS
EQUITY (CONTINUED)

(i)

(ii)

Approved by China Securities Regulatory Commission, CR
Pharmaceutical Holdings has completed the issuance of 2019 first
tranche perpetual corporate bonds in the PRC (2019 Perpetual
Bonds"”), with a principal amount of RMB2,000,000,000 with
an initial term of three years, which may be extended for a new
term of three years or repaid in full (together with all accrued
interest) at the end of every Interest Term at the election of CR
Pharmaceutical Holdings. The coupon rate for the 2019 Perpetual
Bonds is 3.94% per annum.

Approved by China Securities Regulatory Commission, CR
Pharmaceutical Holdings has completed the issuance of 2020 first
tranche perpetual corporate bonds in the PRC (“2020 Perpetual
Bonds"”), with a principal amount of RMB1,000,000,000 with
an initial term of two years, which may be extended for a new
term of two years or repaid in full (together with all accrued
interest) at the end of every Interest Term at the election of CR
Pharmaceutical Holdings. The coupon rate for the 2020 Perpetual
Bonds is 3.79% per annum.

The directors of the Company are of the opinion that the Group
has no contractual obligations to repay the principal or to pay
any distribution for both 2019 and 2020 Perpetual Bonds, and
therefore, these perpetual bonds should be classified as equity.

During the year, distributions attributable to holders of financial
instruments classified as equity amounted to HK$95,961,000
(2021: HK$161,266,000).

In September 2022, the Company decided not to exercise the
issuer's renewal option and reclassified the perpetual corporate
bonds as financial liabilities and fully repaid the 2020 Perpetual
Bonds and 2019 Perpetual Bonds on 31 October 2022 and 14
November 2022, respectively.
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(iii)

(iv)

DEREENERTAR

F+-HA=+—H 31 December 2022

Emem T A (&)
CHBEEHFEEEREZESMMAER
EHEARECNPETRET
S _FE-HUEHRES (=T
ZZFE-HXKERRESF] &
%% 5 AR #1,500,000,000 7T © &
MEHAME  EHEEGE R
BREHEHERBSERERERE
Hg BREEE CERFTA BRI B) o
ZEZZFKEBRAREBEFNERFN
REFB4.40% -

KHRREBLHEEERZEHER
EHEEREERNPETEXEIT
S CFFHRESARES (=
S _FEHKERBESF]D -
A& %85 AR 1,500,000,000 7T
AERFHAMF  EHBEEPER
BENSHEHERBERMERN
FHREHER CERMEERH
B) T —FXEBERRBEFNE
AFEAEFEL12% o

SRAKE R I

g o

2022F F
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37. FINANCIAL INSTRUMENTS CLASSIFIED AS
EQUITY (continued)

(iii)

(iv)

Approved by China Securities Regulatory Commission, CR
Pharmaceutical Commercial has completed the issuance of
2022 first tranche perpetual corporate bonds in the PRC
("2022 First Perpetual Bonds”), with a principal amount of
RMB1,500,000,000 with an initial term of two years, which may
be extended for a new term of two years or repaid in full (together
with all accrued interest) at the end of every Interest Term at the
election of CR Pharmaceutical Commercial. The coupon rate for
the 2022 Perpetual Bonds is 4.40% per annum.

Approved by China Securities Regulatory Commission, CR
Pharmaceutical Commercial has completed the issuance of
2022 second tranche perpetual corporate bonds in the PRC
(”2022 Second Perpetual Bonds”), with a principal amount of
RMB1,500,000,000 with an initial term of two years, which may
be extended for a new term of two years or repaid in full (together
with all accrued interest) at the end of every Interest Term at the
election of CR Pharmaceutical Commercial. The coupon rate for
the 2022 Perpetual Bonds is 4.12% per annum.

The financial instruments classified as equity are included in non-
controlling interests of the Group.
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BRI AT
TRIIFA KBS BAI RO
2 EWBA TN

MEBLRER EMRIREEE

Place of incorporation

Name of subsidiaries and principal place of business
RIA R RE/FERY
Dong-E-E-Jiao PRC/Mainland China
EHEE wE/REN
CR Double-Crane PRC/Mainland China
EB=) mE/REN
(R Sanjiu PRC/Mainland China
ZETIHER RE/FERL
(R Jiangzhong Group PRC/Mainland China
EERLEE E/FERY
CR Hubei Pharmaceutical PRC/Mainland China
EERREE E/RERY
(R Guangdong Pharmaceutical PRC/Mainland China
EREEED wE/REN
(R Boya Bio-pharmaceutical PRC/Mainland China

—
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38. PARTLY-OWNED SUBSIDIARIES WITH

MATERIAL NON-CONTROLLING INTERESTS

The table below shows details of non-wholly-owned subsidiaries of the
Group that have material non-controlling interests:

FERERFEREER
SR DEFHERER KRR Aot ERER
Proportion of
ownership interests

and voting rights held by Profit allocated to Accumulated
non-controlling interests non-controlling interests non-controlling interests
2022 2021 2022 2021 2022 PAA
% % BETT BB BT BBTT
HKS'000 HK$'000 HKS'000 HK$'000
71.69 77.69 706,429 410,432 9,825,985 9,235,203
40.01 40.01 603,795 494,968 5,759,207 5,399,639
37.01 36.40 1,114,157 938,609 7,553,422 7,131,784
48.66 49.00 635,840 552,279 5,147,082 5,503,651
40.00 40.00 51,595 56,695 641,358 574,533
30.00 30.00 249,939 230,401 1,036,693 858,446
70.72/59.41  71.14/59.99 372,285 47,138 6,322,159 6,053,813

ERABBEAFEREGSNAKENER
AEEMNMBEERBEEN T - T
MBEERMZREEEAKE AREETA

Summarised financial information in respect of each of the Group’s
subsidiaries that has material non-controlling interests is set out below.
The summarised financial information below represents amounts before

SHE - intragroup eliminations.
ENGEEE Dong-E-E-Jiao
2022 2021
BEF R BT
HKS$’000 HK$'000
TENE E Current assets 10,952,694 10,544,905
FERBEE Non-current assets 3,187,886 3,677,224
e B & Current liabilities (2,351,722) (1,752,891)
E D= Non-current liabilities (201,355) (244,000)
FEVE AR M = Non-controlling interests (24,122) (27,302)
R B A AR Equity attributable to owners of Dong-E-E-Jiao 11,563,381 12,197,936
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38. EEE AR ERE S 38. PARTLY-OWNED SUBSIDIARIES WITH

BEENME LR (& MATERIAL NON-CONTROLLING INTERESTS
(continued)
SRy ] B2 (7 Dong-E-E-Jiao (continued)
2022 2021
BETT BT T
HK$'000 HK$'000
g Revenue 4,717,833 4,637,434
i3 Expenses (3.808,281) (4,108,611)
FE T Profit for the year 909,552 528,823
SRPA B B A A A = F Profit attributable to owners of Dong-E-E-Jiao 910,457 530,662
VAR 2 (L 5 1R Loss attributable to the non-controlling
interests (905) (1,839)
F R Profit for the year 909,552 528,823
SRR BB AEAS Other comprehensive income attributable to
HE 2wk owners of Dong-E-E-Jiao 1,529 (247)
FAEMEERE Other comprehensive income for the year 1,529 (247)
R BHEE AELEEE Total comprehensive income attributable to
Wzs B R W s 1B B owners of Dong-E-E-Jiao 911,986 530,415
FEREREGEEEBERRE Total comprehensive loss attributable to
non-controlling interests (905) (1,839)
FRNE2EWSER Total comprehensive income for the year 911,081 528,576
B IR R = AR B Dividends paid to non-controlling interests - 1,452
LEVEBMIRS MAFRE Net cash inflow from operating activities 2,503,620 3,374,656
REFHEANBELAREANS Net cash inflow/(outflow) from investing
On i) %4 activities 688,106 (1,159,805)
BB EE IR S ML FEE Net cash outflow from financing activities (510,965) (272,744)
TE 3 =58 Exchange difference = (12)
WemAFE Net cash inflow 2,680,761 1,942,095
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f>  38. PARTLY-OWNED SUBSIDIARIES WITH
MATERIAL NON-CONTROLLING INTERESTS

(continued)
CR Double-Crane

2022 2021

BETT BT T
HK$'000 HK$'000
BB E Current assets 8,021,030 9,200,795
ERBEE Non-current assets 8,191,880 7,526,246
wEBBE Current liabilities (3,371,681) (3,340,191)
EnE =L Non-current liabilities (829,606) (573,084)
JEER R Non-controlling interests (791,511) (698,453)
EHEBRHE ARGRER Equity attributable to owners of
CR Double-Crane 11,220,112 12,115,313
2022 2021
BET T BT
HK$'000 HK$'000
Yas Revenue 11,026,971 10,977,973
53 Expenses (9,608,346) (9,806,704)
FREF Profit for the year 1,418,625 1,171,269
EHEBREE AREER Profit attributable to owners of
CR Double-Crane 1,358,276 1,127,357
FE1R A R ot PR A g A Profit attributable to the non-controlling
interests 60,349 43,912
F R K Profit for the year 1,418,625 1,171,269
EHEBEA AE(RHE A2 EIUEE Other comprehensive income attributable to
owners of CR Double-Crane 2,140 (7,890)
JEE RS G e E s Other comprehensive income attributable to
non-controlling interests (430) (542)
FAEM 2B R Other comprehensive income for the year 1,710 (8,432)
EHEBHEEARGEE Total comprehensive income attributable to
Wzt g owners of CR Double-Crane 1,360,416 1,119,467
R EREG KGR Total comprehensive income attributable to
non-controlling interests 59,919 43,370
FAZEKELTE Total comprehensive income for the year 1,420,335 1,162,837
BT 3R IR 2 AR B Dividends paid to non-controlling interests 6,113 6,479
KEEHMBSRMAEE Net cash inflow from operating activities 1,566,071 1,615,603
BEZHEENRSTA Net cash inflow/(outflow) from investing
O H) 8 2R activities 778,305 (686,527)
BEEFRNIR SR FE Net cash outflow from financing activities (1,507,127) (456,178)
MEH ZRE Exchange difference 14,328 1,568
WEMAFR Net cash inflow 851,577 474,466
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38. PARTLY-OWNED SUBSIDIARIES WITH

MATERIAL NON-CONTROLLING INTERESTS

(continued)
CR Sanjiu

2022 2021

BYET T BT

HKS$000 HK$'000

MENVA B Current assets 13,420,875 15,262,202

ERBEE Non-current assets 16,942,537 14,468,646

mEAE Current liabilities (9,708,914) (9,510,058)

EnE =R Non-current liabilities (1,026,191) (1,002,726)

JEER R Non-controlling interests (586,363) (526,189)
ERH=NHEAEGRER Equity attributable to owners of

CR Sanjiu 19,041,944 18,691,875

2022 2021

BETT BT
HK$'000 HK$'000
e Revenue 21,103,342 18,458,230
X Expenses (18,188,693) (15,951,143)
FREH Profit for the year 2,914,649 2,507,087
EH=NEE AEERER Profit attributable to owners of CR Sanjiu 2,858,377 2,466,160
FE 12 IR HE 2 B Vg A Profit attributable to non-controlling interests 56,272 40,927
F R K Profit for the year 2,914,649 2,507,087
EH-NEEARGEM Other comprehensive income attributable to
2HEME owners of CR Sanjiu 82,147 6,238
e RS G e E s Other comprehensive income attributable
to the non-controlling interests 10 (39)
FRAEMPEK R Other comprehensive income for the year 82,157 6,199
EH=NAABNEZEINELAEE  Total comprehensive income attributable to
owners of CR Sanjiu 2,940,524 2,472,398
R EREG KGR Total comprehensive income attributable to
non-controlling interests 56,282 40,888
FAZEKELTE Total comprehensive income for the year 2,996,806 2,513,286
BT 3R IR 2 AR B Dividends paid to non-controlling interests 36,315 39,577
KREEHNHELIRAFHE Net cash inflow from operating activities 3,509,206 2,253,683
RERHELNRS M FR Net cash outflow from investing activities (2,893,859) (2,076,381)
REEEHMNE S RLFE Net cash outflow from financing activities (671,700) (867,795)
EHZER Exchange difference 7.410 (2,782)
e HFRE Net cash outflow (48,943) (693,275)
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MATERIAL NON-CONTROLLING INTERESTS

(continued)
CR Jiangzhong Group

2022 2021

BYET T BT

HKS$000 HK$'000

MENEE Current assets 5,787,773 7,755,029

ERBEE Non-current assets 2,739,819 2,616,643

mEAE Current liabilities (2,059,561) (2,257,536)

EnE =L Non-current liabilities (253,091) (284,890)

FEPERR R = Non-controlling interests (3,243,300) (3,573,196)
ERIFHE AEGRER Equity attributable to owners of

CR Jiangzhong Group 2,971,640 4,256,050

2022 2021

BETT BT T
HK$'000 HK$'000
Y gs Revenue 4,804,149 3,708,762
53 Expenses (3,983,379) (2,983,536)
F W@ F Profit for the year 820,770 725,226
ERIREEES ARG R Profit attributable to owners of
CR Jiangzhong Group 360,206 339,112
FE 12 IR W 2 B Vg A Profit attributable to non-controlling interests 460,564 386,114
F i K Profit for the year 820,770 725,226
ERIPEEES ARG Other comprehensive income attributable to
H 2 owners of CR Jiangzhong Group 910 (4,552)
FRAEMPEEK R Other comprehensive income for the year 910 (4,552)
ERIPEEESR ARG Total comprehensive income attributable to
EHREREE owners of CR Jiangzhong Group 361,116 334,560
IR RS ERE Total comprehensive income attributable to
non-controlling interests 460,564 386,114
FAZEKERTE Total comprehensive income for the year 821,680 720,674
BT 3R IR 2 AR B Dividends paid to non-controlling interests 508,320 229,227
KEEHMBSRAEE Net cash inflow from operating activities 1,134,055 1,080,197
BEZHEENRSTA Net cash inflow/(outflow) from investing
Om ) %58 activities 1,149,677 (938,528)
BEEFRNIR SR FE Net cash outflow from financing activities (1,832,286) (1,127,647)
ReamnA/ Gid)$E Net cash inflow/(outflow) 451,446 (985,978)
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38. A B AFFEREZNE D
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38. PARTLY-OWNED SUBSIDIARIES WITH
MATERIAL NON-CONTROLLING INTERESTS
(continued)

CR Hubei Pharmaceutical

2022 2021

FERHi e

BYET T BT

HK$'000 HK$'000

MENEE Current assets 6,047,120 5,706,648

ERBEE Non-current assets 602,116 614,034

ViR Current liabilities (5,376,752) (4,804,766)

EmEaE Non-current liabilities (27,007) (264,251)

FEFE IR M AR Non-controlling interests (151,764) (149,955)
ERMILBERB AEGER Equity attributable to owners of CR Hubei

Pharmaceutical 1,093,713 1,101,710

2022 2021

BETT BT
HK$'000 HK$'000
& Revenue 10,248,845 8,658,305
3 Expenses (10,143,867) (8,547,325)
FREF Profit for the year 104,978 110,980
EHMILBEEB ARG RET Profit attributable to owners of
CR Hubei Pharmaceutical 88,972 90,475
FEPE AR AE 25 FE AR R A Profit attributable to non-controlling interests 16,006 20,505
F i K Profit for the year 104,978 110,980
B e R = AR B Dividends paid to non-controlling interests 875 -
KEEHNBEERA Net cash inflow/(outflow) from operating
O i) 3 %8 activities 347,649 (334,979)
BEEHHIRS R F5E Net cash outflow from investing activities (17,872) (27,420)
MEEHNES (FL),/ Net cash (outflow)/inflow from financing
AN FER activities (330,244) 323,807
Bem i FE Net cash outflow (467) (38,592)
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38. PARTLY-OWNED SUBSIDIARIES WITH

MATERIAL NON-CONTROLLING INTERESTS

(continued)
CR Guangdong Pharmaceutical

2022 2021

BYET T BT

HKS$000 HK$'000

MENVA B Current assets 15,798,063 16,058,533

ERBEE Non-current assets 957,825 1,110,463

mEAE Current liabilities (13,935,223) (14,200,416)

Bk =L Non-current liabilities (127,269) (449,766)

JEER R Non-controlling interests (210,896) (180,511)
EHERBERB AEGER Equity attributable to owners of CR

Guangdong Pharmaceutical 2,482,500 2,338,303

2022 2021

BETT BT

HK$'000 HK$'000
s Revenue 36,282,163 35,968,731
53 Expenses (35,537,280) (35,273,587)
F W@ A Profit for the year 744,883 695,144
EHEREEES ARG T Profit attributable to owners of

CR Guangdong Pharmaceutical 707,063 663,918

FE 12 IR HE 2 B Vg A Profit attributable to non-controlling interests 37,820 31,226
F W A Profit for the year 744,883 695,144
B IE TR i 2 Dividends paid to non-controlling interests = -
%&%;ﬁbﬁ@ﬁﬁ»d\ﬁé%ﬁ Net cash inflow from operating activities 1,306,721 3,328,916
BEEHHIRS R FE Net cash outflow from investing activities (77,209) (101,089)
BEEEME N LFE Net cash outflow from financing activities (1,236,140) (3,232,324)
RemLF58 Net cash outflow (6,628) (4,497)
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38. EEE AR ERE S 38. PARTLY-OWNED SUBSIDIARIES WITH

HEEWE AT (&) MATERIAL NON-CONTROLLING INTERESTS
(continued)
FRERLEY CR Boya Bio-pharmaceutical
2022 2021
BETT BT T
HK$'000 HK$000
MEEE Current assets 6,799,034 6,905,460
ERBEE Non-current assets 2,193,945 2,416,658
ViR Current liabilities (789,611) (771,697)
EnE =L Non-current liabilities (48,151) (86,471)
FEFE IR AR Non-controlling interests (111,044) (111,793)
EHEREMEB AEIGER Equity attributable to owners of
CR Boya Bio-pharmaceutical 8,044,173 8,352,157
2022 2021
BET T BT
HK$'000 HK$000
Y gs Revenue 3,220,108 295,973
53 Expenses (2,700,110) (230,964)
R, HIRE A Profit for the year/period 519,998 65,009
EHIEREMES AEIERET Profit attributable to owners of
CR Boya Bio-pharmaceutical 504,485 61,924
FEPE AR AE 25 FE AR R A Profit attributable to non-controlling interests 15,513 3,085
FNHBREF Profit for the year/period 519,998 65,009
EHIEHEMES AES Total comprehensive income attributable to
KRR owners of CR Boya Bio-pharmaceutical 504,485 61,924
EEREREGE KGR Total comprehensive income attributable to
non-controlling interests 15,513 3,085
FR/HANEEKESAE Total comprehensive income for the
year/period 519,998 65,009
B e R S A B Dividends paid to non-controlling interests 8,754 -
KEEEHMBERAEE Net cash inflow from operating activities 696,194 57,239
BREEHHIRS R FE Net cash outflow from investing activities (653,925) (1,827,521)
MEEHHNIRS R FE Net cash outflow from financing activities (99,224) (345,648)
e md EEE Net cash outflow (56,955) (2,115,930)
M ERERMEORHE - LllBE-F The above disclosures in relation to 2021 financial information were
T EFHSERNBRERE e WEE RS made for the period since the acquisition date of CR Boya Bio-
MY 2 BAE o pharmaceutical as disclosed in Note 39 to the financial statements.
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39. BUSINESS COMBINATIONS

For the year ended 31 December 2022

(@) Acquisition of Shenzhou Biology & Technology

In view of enriching brand and product portfolio, improving
innovation and realising strategic objectives, CR Double-Crane,
a subsidiary of the Group, acquired 50.11% equity interests in
Shenzhou Biology & Technology Co., Ltd. (“Shenzhou Biology &
Technology”) from Shenzhou Space Biotechnology Group and
other transferors at a cash consideration of RMB501,736,000
(equivalent to HK$571,533,000). The acquisition of Shenzhou
Biology & Technology was completed on 31 August 2022.

Fair values of the identifiable assets and liabilities of Shenzhou

rBEHRAABENT - Biology & Technology as at the date of acquisition are as follows:
R B R RERE

ZAREHE

Fair value

recognised on

acquisition

BT T

HK$"000

Y - BB R (EE15) Property, plant and equipment (Note 15) 462,935
FREEE (WHE17@) Right-of-use assets (Note 17(a)) 42,828
mrEE (KsE19) Intangible assets (Note 19) 294,326
BT IEE E (Mi7E32) Deferred tax assets (Note 32) 40,475
FE Inventories 215,625
B 5 & H A fE U R IE Trade and other receivables 56,777
HekRaEED Cash and cash equivalents 105,386
E 5 RAEMERMNFRIE Trade and other payables (98,272)
EHaE Contract liabilities (354)
HMEaRE (ME170) Lease liabilities (Note 17(b)) (635)
IRITER Bank borrowings (228,748)
EEBIBEE (HMFE32) Deferred tax liabilities (Note 32) (51,203)
Ht3EmneasE Other non-current liabilities (32,227)
BRANBEFENTHIFEERE Total identifiable net assets at fair value 806,913
IR E R Non-controlling interests (402,569)
W E L R (M 18) Gooduwill on acquisition (Note 18) 167,189
571,533

IO AREE - Satisfied by:

Re Cash 571,533
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RER AEEBNABEREAG
AR #10,287,0007T (& R 8
12,121,000 7T ) Y HE DA T~ B8 B U
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AT ]) B51% BE4E - T
AR AETRNREAR -
ReEREAARYSA41,000 7T (46

B A1 9,946,000 7T) ©

RZE-_—_FRA=+—H &KE
EffBARERIHRETRESE
ELLEEARAA LiHE - N
WEBEERNTATHREHEBREGRA
Al (DI E%E]) M100% & #E -
IR BEKAEBTIROMBAR -
HeEREAARY1,846,000 7T (48

BN 2,175,000 7T) ©

EHBEEERFRAF

39. BUSINESS COMBINATIONS (continued)
For the year ended 31 December 2022 (continued)

(b)

Acquisition of other subsidiaries and businesses

During the year, the Group acquired the following companies
or businesses which were engaged in the manufacture and sale
of pharmaceutical products at an aggregate cash consideration
of RMB10,287,000 (equivalent to HK$12,121,000). These
subsidiaries were acquired as part of the Group’s strategy to
expand its market share in the pharmaceutical industry.

On 31 May 2022, CR lJiangzhong, a subsidiary of the Group,
entered into an agreement with Jiangxi Huizhong Asset
Management Co., Ltd. to acquire a 51% equity interest in Jiangxi
Jiangzhong Anke Technology Co., Ltd. (“Jiangzhong Anke”) and
Jiangzhong Anke became a subsidiary of CR Jiangzhong. The cash
consideration was RMB8,441,000 (equivalent to HK$9,946,000).

On 31 May 2022, CR lJiangzhong, a subsidiary of the Group,
entered into an agreement with Jiangxi Huizhong Asset
Management Co., Ltd. to acquire an 100% equity interest
in Jiangxi Jiangzhong Pharmaceutical Packaging Co., Ltd.
("Jiangzhong Packaging”) and Jiangzhong Packaging became
a subsidiary of CR Jiangzhong. The cash consideration was
RMB1,846,000 (equivalent to HK$2,175,000).
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39. BUSINESS COMBINATIONS (continued)
For the year ended 31 December 2022 (continued)

(b)

Acquisition of other subsidiaries and businesses (continued)

The information for these acquisitions was disclosed on an
aggregate basis as they were individually immaterial to the
Group. The fair values of the identifiable assets and liabilities of
the subsidiaries and business acquired as at the respective dates
of acquisition are as follows.

UK RRER
ZAREE
Fair value
recognised on
acquisition

BT T

HK$"000
Y - BB R (EE15) Property, plant and equipment (Note 15) 13,945
FREEE (HE17@a) Right-of-use assets (Note 17(a)) 19,039
FE Inventories 7,129
B 5 & H A fE U R IE Trade and other receivables 23,475
HekRaEED Cash and cash equivalents 2,056
E 5 RAEMBERMNFRIE Trade and other payables (34,571)
aHaE Contract liabilities (2,125)
IRITHER Bank borrowings (3,057)
e IR Tax payable (3,256)
EET A E (MI7E32) Deferred tax liabilities (Note 32) (4,978)
BAREBEFENAHEBAFEEMARE  Total identifiable net assets at fair value 17,657
FEFE AR = Non-controlling interests (8,241)
W EE & (fiTsE18) Goodwill on acquisition (Note 18) 2,705

12,121
IO AEREE - Satisfied by:

Be Cash 12,121

RUER - %%&Ewﬂmﬁm
N BE A B 80,252,0007T °

S REAMBURREBENLEE 2@1%57%
#5#108,372,000 7T °

AEBEERBIZIRAEE
443,000 ° ZER SR T I
TARABERMITHASL -

The fair value of trade and other receivables as at the date of
acquisitions amounted to HK$80,252,000. The gross contractual
amount of trade and other receivables was HK$108,372,000.

The Group incurred transaction costs of HK$443,000 for these
acquisitions. These transaction costs have been expensed and are
included in administrative expenses in the consolidated statement
of profit or loss.
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39. BUSINESS COMBINATIONS (continued)
For the year ended 31 December 2022 (continued)

(b)

Acquisition of other subsidiaries and businesses (continued)

The Group measured the acquired lease liabilities using the
present value of the remaining lease payments at the date of
acquisition. The right-of-use assets were measured at an amount
equal to the lease liabilities and adjusted to reflect the favourable
terms of the leases relative to market terms.

Goodwill arose in the acquisitions because the cost of the
combination included the benefit of expected synergies, revenue
growth, future market development, the assembled workforce
and the control premium of the acquirees as the acquirees
are engaged in various areas relating to the manufacturing,
distribution and retail in the pharmaceutical and medication
industry. These benefits were not recognised separately from
goodwill because they did not meet the recognition criteria for
identifiable intangible assets.

None of the goodwill arising on these acquisitions was expected
to be deductible for tax purpose.

B¥TT
HK$'000
PRRERBCRELRESFUT An analysis of the cash flow in respect of these
acquisitions is as follows:
RERE Cash consideration 583,654
ERE RIBEFEY Cash and cash equivalent acquired (107,442)
KEBHNRESREFE Net cash outflow on acquisitions 476,212

WHEAEEDBEIINERES
F R F A E®12,286,000T ©
WREAEENFARS /B
218,066,000 7T °

BREKBENR T -_—_F—HA—H
TR CEEFAKRSBEBABE
254,492,523,000 7T * i & R i 5 %
778 #7,905,682,000 7T © % HE # &
REERFBHZA AURBRKER
R-ZE-_—F—A—HZHHEBER
TAREBEMERSESHKE REE
& T TEHERRREBEHTER -

EHBEEERFRAF

Included in the profit for the year was HK$12,286,000
attributable to the additional business generated by the acquirees.
Revenue for the year included HK$218,066,000 generated by the
acquirees.

Had the acquisitions been completed on 1 January 2022,
the total group revenue for the year would have been
HK$254,492,523,000, and the profit for the year would have
been HK$7,905,682,000. The proforma information was for
illustrative purposes only and was not necessarily an indication
of revenue and results of operations of the Group that actually
would had been achieved had the acquisitions been completed
on 1 January 2022, nor was it intended to be a projection of
future results.
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39. BUSINESS COMBINATIONS (continued)

BE-_E-—F+=-A=+—HL*F For the year ended 31 December 2021

E
(@) WEZEBEHEEY (@) Acquisition of CR Boya Bio-pharmaceutical
ﬁ%%&'ﬂﬁ?&@uu,ﬁ/\ 2=l In view of enriching brand and product portfolio, improving
BEAOREREBEZE RZ-2FT= innovation and realising strategic objectives, in September 2020,
Z’j FRLA EHBEER Eﬁi eyl CR Pharmaceutical Holdings entered into several agreements

TeEEREEEER2A (B
BED »%5&‘11@2&%%33%%
Eo B BEFEBERENS
BRERERHNEFBEREDH
69,331,978 % M BR &l A% 0 - I 45 &
TJﬁ%Hﬂﬁ%ﬂ?ﬁm%iﬁ%é%%iiﬁ

with Shenzhen Gaotejia Investment Group Co., Ltd. (“Gaotejia”)
and CR Boya Bio-pharmaceutical, pursuant to which Gaotejia
shall transfer 69,331,978 non-restricted shares in CR Boya Bio-
pharmaceutical to CR Pharmaceutical Holdings and entrust the
voting rights of all its remaining shares to CR Pharmaceutical
Holdings. In addition, CR Pharmaceutical Holdings proposed to

B EEIEARATE o WA - B B subscribe for 86,664,972 shares to be issued by CR Boya Bio-
& mum B%iﬂ@ﬂﬁﬂi%ﬁﬁ?‘ﬂﬂ’] pharmaceutical to CR Pharmaceutical Holdings. On 15 July
86,664,972k fxfn - R=—FT = — 4 2021, the transfer of 69,331,978 non-restricted shares has been

+A+HHB 69,331,978 I £ R
BHMERE T RERNEZ
ZRBERWIN REBEEE
Y32 & R BB ) 86,664,972 % I 5 B
FEZ=78,308,575 % M 10 o AL -
EHEETEREASNLERSHEA
W) 48 % X 28.86% K B 19 o YRR 15
EE RAEZIERROHRBRETK
% EHBEIEREAFTHEERR
HEAEYA0.01% F=RHE - BREABA
R #4,762,868,000 7T (10 & W8 1
5,805,174,0007C) - U i == 8 H#
EYER-_ZE-_—F+—A=-+H
H5EhK °

completed and the proposed entrustment of voting rights has
taken effect. Besides, the proposed subscription of 86,664,972
shares in CR Boya Bio-pharmaceutical has been adjusted to
78,308,575 shares. Accordingly, CR Pharmaceutical Holdings
held approximately 28.86% of the total share capital of CR
Boya Bio-pharmaceutical. Upon the completion of the share
transfer, voting rights entrustment and share subscription, CR
Pharmaceutical Holdings held an aggregate 40.01% of voting
rights of CR Boya Bio-pharmaceutical. The total consideration
was RMB4,762,868,000 (equivalent to HK$5,805,174,000). The
acquisition of CR Boya Bio-pharmaceutical was completed on 25
November 2021.
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(a) WEEZEHERLY (&) (@) Acquisition of CR Boya Bio-pharmaceutical (continued)
RUWEH  ZEHEHEDAIZRNE

39. BUSINESS COMBINATIONS (continued)
For the year ended 31 December 2021 (continued)

Fair values of the identifiable assets and liabilities of CR Boya Bio-

ENBEMNAAREBBENT pharmaceutical as at the date of acquisition are as follows:

NGRS

ZAREE

Fair value

recognised on

acquisition

BT

HK$'000

YIEE - R MR (M9FE15) Property, plant and equipment (Note 15) 1,319,739
FREEE (WHE17@) Right-of-use assets (Note 17(a)) 197,353
mrEE (KsE19) Intangible assets (Note 19) 1,701,285
HMERESSREE Other non-current financial assets 177,737
BT EE E (MI7E32) Deferred tax assets (Note 32) 39,246
HMIEmEn&E Other non-current assets 60,114
"E Inventories 792,476
B 5 & H A FE U R IE Trade and other receivables 830,845
HEfnsemEE Other current financial assets 1,438,231
A Ug [ FE 1E Tax recoverable 18,170
BehkBREEEY Cash and cash equivalents 4,078,775
B 5 & EH M E KA Trade and other payables (683,963)
AHaE Contract liabilities (18,197)
HMEaE (MiE170) Lease liabilities (Note 17(b)) (13,027)
IRITHER Bank borrowings (376,800)
e IE Tax payable (76,018)
BRI IE B & (F5E32) Deferred tax liabilities (Note 32) (290,034)
Ht3EmnsEaE Other non-current liabilities (35,953)
BRAREBEFENTHRIFEEME  Total identifiable net assets at fair value 9,159,979
IR R Non-controlling interests (6,569,360)
WEREENEE (ME18) Goodwill on acquisition (Note 18) 3,214,555
5,805,174

IO AREE - Satisfied by:

Re Cash 5,805,174
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39. BUSINESS COMBINATIONS (continued)

For the year ended 31 December 2021 (continued)

(b)

Acquisition of other subsidiaries and businesses

During the year, the Group acquired the following companies
or businesses which were engaged in the manufacture and sale
of pharmaceutical products at an aggregate cash consideration
of RMB675,388,000 (equivalent to HK$809,648,000). These
subsidiaries were acquired as part of the Group’s strategy to
expand its market share in the pharmaceutical industry.

On 17 December 2020, CR Double-Crane, a subsidiary of
the Group, acquired 38.75% equity interests in Tiandong
Pharmaceutical at a cash consideration of RMB341,000,000
(equivalent to HK$408,174,000) and classified it as an associate
of the Group. On 12 January 2021, CR Double Crane entered into
a Voting Rights Entrustment Agreement (“the Agreement”) with
CR Pharmaceutical Fund , which is an associate of the Group.
Pursuant to the Agreement, CR Pharmaceutical Fund entrusted
its voting rights of 31.25% interests in Tiandong Pharmaceutical
to CR Double Crane. Therefore, CR Double Crane holds an
aggregate 70% of voting rights of Tiandong Pharmaceutical
and Tiandong Pharmaceutical became a subsidiary of CR Double
Crane.

On 11 January 2021, CR Sanjiu, a subsidiary of the Group,
entered into an agreement with Anhui Golken Lotus Chinese
Herbal Medicine Co., Ltd. (“Anhui Golken Lotus”) to acquire
its 60% equity interests in Anhui Run Furong Pharmaceutical
Co., Ltd. ("Run Furong Pharmaceutical”) and Run Furong
Pharmaceutical became a subsidiary of CR Sanjiu. The
cash consideration was RMB98,404,000 (equivalent to
HK$118,202,000).
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39. BUSINESS COMBINATIONS (continued)
For the year ended 31 December 2021 (continued)

(b)  Acquisition of other subsidiaries and businesses (continued)
On 17 September 2021, Jiangzhong Pharmaceutical, a
subsidiary of the Group acquired 36% equity interests in Haisi
Pharmaceutical from Jinneng Holding Equipment Manufacturing
Group Co., Ltd. (“Jinneng Holding”) and Jincheng Wangtai
Technology Industry and Trade Co., Ltd. (“Jincheng Wangtai”)
through public delisting at cash consideration of RMB119,024,000
(equivalent to HK$142,875,000). On 18 September 2021,
Jiangzhong Pharmaceutical entered into a share subscription
agreement for the subscription of increased registered share
capital of Haisi Pharmaceutical by way of capital contribution of
RMB101,210,000 (equivalent to HK$121,491,000). Therefore,
Jiangzhong Pharmaceutical holds an aggregate 51% of equity
interests in Haisi Pharmaceutical and Haisi Pharmaceutical
became a subsidiary of Jiangzhong Pharmaceutical. The total
cash consideration was RMB220,234,000 (equivalent to

HK$264,366,000).

On 30 September 2021, China Resources Tianjin Pharmaceutical
Co., Ltd. ("CR Tianjin Pharmaceutical”) , a subsidiary of the
Group, acquired 51% equity interests in Tianjin Kangyuan
Medical Laboratory Co., Ltd. (“Tianjin Kangyuan”). As a
result, CR Tianjin Pharmaceutical obtained control over Tianjin
Kangyuan, and Tianjin Kangyuan became a subsidiary of the
Group thereafter. The cash consideration was RMB3,060,000

(equivalent to HK$3,673,000).

On 30 September 2021, China Resources Liaoning
Pharmaceutical Co., Ltd. (“CR Liaoning Pharmaceutical”), a
subsidiary of the Group, acquired 93.81% equity interests in
Shenyang Pharmaceutical Trading Building Co., Ltd. (“Shenyang
Pharmaceutical”). As a result, CR Liaoning Pharmaceutical
obtained control over Shenyang Pharmaceutical, and Shenyang
Pharmaceutical became a subsidiary of the Group thereafter.
The cash consideration was RMB12,690,000 (equivalent to

HK$15,233,000).
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39. BUSINESS COMBINATIONS (continued)

For the year ended 31 December 2021 (continued)

(b)  Acquisition of other subsidiaries and businesses (continued)
The information for these acquisitions was disclosed on an
aggregate basis as they were individually immaterial to the
Group. The fair values of the identifiable assets and liabilities of
the subsidiaries and business acquired as at the respective dates
of acquisition are as follows:

NGRS
ZAREE
Fair value
recognised on
acquisition
BT
HK$'000
Y - BB R (EE15) Property, plant and equipment (Note 15) 520,019
FREEE (WHE17@) Right-of-use assets (Note 17(a)) 91,058
mrEE (KsE19) Intangible assets (Note 19) 118,430
BT IEE E (MI7E32) Deferred tax assets (Note 32) 7,433
HM3Emen&E Other non-current assets 5,851
"E Inventories 475,027
B 5 & H A FE U R IE Trade and other receivables 529,495
HEfnsemEE Other current financial assets 43,610
A Ug [ FE 1E Tax recoverable 1,218
BekBReEEYD Cash and cash equivalents 756,719
B 5 & EH M E KA Trade and other payables (841,066)
AHaE Contract liabilities (69,171)
HMEaE (MiE170) Lease liabilities (Note 17(b)) (1,356)
FEHREIE Tax payable (3,289)
EEBIBEE (MFE32) Deferred tax liabilities (Note 32) (33,512)
Hth3Emena i Other non-current liabilities (22,306)
BRAREBEFENAHEBAFEEMARE  Total identifiable net assets at fair value 1,578,160
FEFE AR = Non-controlling interests (862,171)
W E B (MEE18) Goodwill on acquisition (Note 18) 96,643
REGEBREREMBAERN Gain on bargain purchase recognised in
W B R W other income in the consolidated
statement of profit or loss (2,984)
809,648
IO AREE - Satisfied by:
Be Cash 401,474
FTARBE QRN RS AREER Acquisition-date fair value of the Group’s initial
REBER Y06 A A UE B equity in Tiandong Pharmaceutical included in
NAEE interests in associates 408,174
809,648
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39. BUSINESS COMBINATIONS (continued)
For the year ended 31 December 2021 (continued)

(b)  Acquisition of other subsidiaries and businesses (continued)
The fair value of trade and other receivables as at the date
of acquisitions amounted to HK$1,360,340,000. The gross
contractual amount of trade and other receivables was

HK$1,426,468,000.

The Group incurred transaction costs of HK$8,612,000 for these
acquisitions. These transaction costs have been expensed and are
included in administrative expenses in the consolidated statement

of profit or loss.

The Group measured the acquired lease liabilities using the
present value of the remaining lease payments at the date of
acquisition. The right-of-use assets were measured at an amount
equal to the lease liabilities and adjusted to reflect the favourable

terms of the leases relative to market terms.

Goodwill arose in the acquisitions because the cost of the
combination included the benefit of expected synergies, revenue
growth, future market development, the assembled workforce
and the control premium of the acquirees as the acquirees
are engaged in various areas relating to the manufacturing,
distribution and retail in the pharmaceutical and medication
industry. These benefits were not recognised separately from
goodwill because they did not meet the recognition criteria for

identifiable intangible assets.

None of the goodwill arising on these acquisitions was expected

to be deductible for tax purpose.

BT T
HK$'000
PRERERBCREERESTUT An analysis of the cash flow in respect of these
acquisitions is as follows:
ReRE Cash consideration 6,614,822
VAR E T8 308 Prepayment made in prior year (240,122)
FPAHEMBEMNFENRT SR Amounts unpaid and included in other payables (2,940)
BERREeMNESEEY Cash and cash equivalent acquired (4,835,494)
KEBNRESREFE Net cash outflow on acquisitions 1,536,266
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BUSINESS COMBINATIONS (continued)
For the year ended 31 December 2021 (continued)

(b)  Acquisition of other subsidiaries and businesses (continued)
Included in the profit for the year was HK$259,575,000
attributable to the additional business generated by the acquirees.
Revenue for the year included HK$2,654,652,000 generated by
the acquirees.

Had the acquisitions been completed on 1 January 2021,
the total group revenue for the year would have been
HK$240,859,827,000, and the profit for the year would have
been HK$7,151,446,000. The proforma information was for
illustrative purposes only and was not necessarily an indication
of revenue and results of operations of the Group that actually
would had been achieved had the acquisitions been completed
on 1 January 2021, nor was it intended to be a projection of
future results.

DISPOSAL OF SUBSIDIARIES
For the year ended 31 December 2022

Disposal of other subsidiaries and businesses

In April 2022, the Group disposed of a 75.40% equity interest of
Vector Gene Technology Company Ltd. to Tianjin Younuo Internet of
Things Technology Co., Ltd. at a cash consideration of RMB18,920,000
(equivalent to HK$22,631,000).

In May 2022, the Group disposed of a 100% equity interest of Guilin
Yuemei Packaging & Printing Co., Ltd. to Guilin Kechuang Precision
Mold Products Co., Ltd. at a cash consideration of RMB21,800,000
(equivalent to HK$25,628,000).

In June 2022, the Group disposed of a 100% equity interest of
Beijing Jiangzhong High-tech Investment Co., Ltd. to Shanghai
Jiaodian Investment Management Co., Ltd. at a cash consideration of
RMB 11,374,000 (equivalent to HK$13,403,000).

In June 2022, the Group disposed of a 100% equity interest of Guilin
Zizhu Latex Products Co., Ltd. to Winner Medical Co., Ltd. at a cash
consideration of RMB450,000,000 (equivalent to HK$529,430,000).
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E (&)

HHEHEMIE L Al R £ 7 (8)
RZZF-__F+—A AREURSKE
AR1,601,000 7T (FHE RS 1,742,000
JC) HETHR B Z100% M E FIT A K
RNERBPEBRAT -
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HEBRREBESEHEMRAFZ2100%
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40. DISPOSAL OF SUBSIDIARIES (continued)

For the year ended 31 December 2022 (continued)

Disposal of other subsidiaries and businesses (continued)

In November 2022, the Group disposed of a 100% equity interest
of Jiangzhong Packaging to Jiangxi Yatai Pharmaceutical Packaging
Co., Ltd. at a cash consideration of RMB1,601,000 (equivalent to
HK$1,742,000).

In December 2022, the Group disposed of a 100% equity interest of
Guangdong Caihuo Medical & Pharmaceutical Chain Co., Ltd. to Beijing
Hangxin Operations Management Co., Ltd. at a cash consideration of
RMB430,000 (equivalent to HK$481,000).

In December 2022, the Group disposed of a 100% equity interest
of Shenzhen Hua Yi Run Sheng Commercial and Trading Co., Ltd.
to Beijing Hangxin Operations Management Co., Ltd. at a cash
consideration of RMB1,910,000 (equivalent to HK$2,137,000).

& A5

At the date

of disposal

BET R

HK$"000

ReRE Cash consideration 595,452

BEHEEEFE: Net assets disposed of:

W - BB R (EE15) Property, plant and equipment (Note 15) 60,040
FREEE (WE17@) Right-of-use assets (Note 17(a)) 59,761
BB A E (MI7E32) Deferred tax assets (Note 32) 4
Ht3Emen & E Other non-current assets 47
FE Inventories 88,243
B 5 & H A FE YR IE Trade and other receivables 208,693
HekRaEED Cash and cash equivalents 37,104
B 5 K H A FE 5/ IE Trade and other payables (190,882)
aHaE Contract liabilities (78,837)
JERT IR Tax payable (1,107)
RIREFIE T Defined benefit obligations (507)
EEBIBEE (HMFE32) Deferred tax liabilities (Note 32) (1,660)
RIREFIE T Defined benefit obligations (11,100)
Hih3EmenaE Other non-current liabilities (3)
WEEERNEE (WE18) Goodwill on acquisition (Note 18) 16,714
FEERRHE Non-controlling interests 5,845
192,355

HE 5, 38 B Exchange realignment 1,470
HEMB A RS Gain on disposal of subsidiaries 401,627
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40. HEMEB AT (&) 40. DISPOSAL OF SUBSIDIARIES (continued)

BE_Z__H+-A=1+—-HLF
E ()

HER M E N AR E T ()
HELRMBARNRERREEEYNH

For the year ended 31 December 2022 (continued)

Disposal of other subsidiaries and businesses (continued)
An analysis of the net inflow of cash and cash equivalents in respect of

MAFEATT - the disposal of the above subsidiaries is as follows:

BT
HK$7000
RERE Cash consideration 595,452
KU st A E b EUGRIA R © 58 Amounts receivable and included in other receivables (61,131)
PERSRBEEED Cash and cash equivalents disposed of (37,104)

HEMBARNRE RRESEEMH Net inflow of cash and cash equivalents in respect
MAOFRE - FIRRTIE of the disposal of the subsidiaries, net of tax 497,217

BE-_Z-_—F+-A=+—HLHF
E

B H T E A Al R E 5
RZZEZ—F=F AKEURESKREA
R #7,412,0007C (18 & K 7 # 8,809,000
T LERAERETREERMIERAR
251 % RIETRES °

RZFZ—FHA  AKERREKEA
X #2,816,000 7T (48 & 778 % 3,355,000
T HERMMBRE A REMZAERR
RFZ100% BET RS -

RZEZ—FNA AEBUNBE2RK
BARMB127,481,0007C (HHE RBE
153,462,0007T) HEEBH B HEZLFR A
BlZ100% R FEZ TR EDRERRD
Ej °

RZEZ—F+—A AEEURS
KRB AR 24,836,0007T (FEENBE
30,364,000 7T) H & b R R 2 5 7= B B
EREMTARO%NREFILRESHEM
EHRBRARA

For the year ended 31 December 2021

Disposal of other subsidiaries and businesses

In March 2021, the Group disposed of a 51% equity interest of Xifeng
Jiyuan Deer Products Processing Co., Ltd. to Chunji, Zhang at a cash
consideration of RMB7,412,000 (equivalent to HK$8,809,000).

In April 2021, the Group disposed of a 100% equity interest of Dong-E-
E-Jiao Gaotai Tianlong Technology Development Co., Ltd. to Hai, Guan
at a cash consideration of RMB2,816,000 (equivalent to HK$3,355,000).

In August 2021, the Group disposed of a 100% equity interest of
Wuxi Huirun Pharmaceutical Co., Ltd. to Wuxi Chengda Logistics
Co., Ltd. at a cash consideration of RMB127,481,000 (equivalent to
HK$153,462,000).

In November 2021, the Group disposed of a 60% equity interest
of Beijing Jingyao Real Estate Development Co.,Ltd. to Beijing
Jinzhao Real Estate Development Co., Ltd. at a cash consideration of
RMB24,836,000 (equivalent to HK$30,364,000).
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40. HEKE R E (&) 40. DISPOSAL OF SUBSIDIARIES (continued)
;’E_k%f)gi —F+=ZHA=+—HL*F For the year ended 31 December 2021 (continued)
= (48
‘HER I E 5] R E75 (4E) Disposal of other subsidiaries and businesses (continued)
RZEZ—F+ZA AEEHURS In December 2021, the Group disposed of a 90% equity interest of
KB ARM 50,478,000 (#0E A& Double-Crane Pharmaceutical (Foshan) Co., Ltd. to Guangdong Haolang
61,820,0007T) HEMH L EHEXFRE Medical Technology Co., Ltd. at a cash consideration of RMB50,478,000
ERATIN%HRETERENERERK (equivalent to HK$61,820,000). At the same time, the Group entered
EREERA - RAR  NEFHEZERZH into an agreement with Guangdong Haolang, which stipulated that the
AN ZBEREASEARIERS Group shall undertake 90% of the settlement allowance for employees
EETEER ARMK10,993,0007T (FEE of RMB10,993,000(equivalent to HK$13,463,000). The net cash
B 13,463,0007T) #190% © & KB consideration is RMB39,485,000 (equivalent to HK$48,357,000).

EEE A AR 39,485,000 7T (A E N
48,357,000 7T) ©

& A 8
At the date
of disposal
BT
HK$'000
RERE Cash consideration 244,347
BEHEEEFE - Net assets disposed of:
W - BB R (HEE15) Property, plant and equipment (Note 15) 44,771
FREEE (WE17@) Right-of-use assets (Note 17(a)) 20,712
wEY (M3t 1e) Investment properties (Note 16) 157,822
R EE E (M15E32) Deferred tax assets (Note 32) 10,968
HEMIEREBEE Other non-current assets 138
FE Inventories 23,986
HEHtrnghemEE Other current financial assets 13,449
B 5 N Hh FE YR IE Trade and other receivables 244,094
RekReEED Cash and cash equivalents 8,866
E 5 RAEMERMNFRIE Trade and other payables (216,038)
EHEE Contract liabilities (7,694)
e RLIE Tax payable (525)
EERBEEE (KMFE32) Deferred tax liabilities (Note 32) (81)
HMEaE (ME170) Lease liabilities (Note 17(b)) (49,486)
250,982
PE 3 8 & Exchange realignment (9,703)
& BB R B RS Gain on disposal of subsidiaries 3,068
HE LB ARMNRE RIRESEYMH An analysis of the net inflow of cash and cash equivalents in respect of
MAFREATT ¢ the disposal of the above subsidiaries is as follows:
2021
BT T
HK$'000
ReRE Cash consideration 244,347
R R 5t A H A EY R IB R & &8 Amounts receivable and included in other receivables (1,369)
HERS KB SEED Cash and cash equivalents disposed of (8,866)
HEMBARNEREE RRESEBYH Net inflow of cash and cash equivalents in respect
MAOFER - FIRRTIE of the disposal of the subsidiaries, net of tax 234,112
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41. NOTES TO THE CONSOLIDATED STATEMENT
OF CASH FLOWS

(@) Major non-cash transactions

REAN AEERBEREZEHRE During the year, the Group had non-cash additions to
TR EEIERSAEFERESE right-of-use assets and lease liabilities of HK$749,746,000
EREEBEHE 749,746,000 7T (2021: HK$491,391,000) and HK$749,746,000 (2021:
(=== —4% : 5% 491,391,0007T) HK$491,391,000), respectively, in respect of lease arrangements
N #5 749,746,000 T (Z = —4F ¢ for plant and equipment.

##491,391,0007T) ©

EA

(b) BMEEFBELEMNES

SEE (b) Changes in liabilities arising from financing activities

Efh
R EfEF  EARE BRABXE EAEEREE  HERE
Amount
due to
intermediate  Amount due
Bank Bonds DI holding torelated Lease
borrowings payable payables  companies parties liabilities
AETR AETR AT LS AT BT
HK$'000 HKS'000 HKS'000 HKS'000 HKS'000 HKS'000
W-F-=f-A-R At January 2022 0667950 4364080 11987 6561804 49181 1515667
v&ﬁﬁﬁﬁ;(l) Financing cash flows (i)
BAENAETE Proceeds from bank borrowings 100,197,349 - - = = =
EERAER Repayment of bank borrowings (105,919,615) - - - = =
EETHERDDER Repayment of loans to intermediate
holding companies - - - 2,677,840 - -
EMsmENE Proceeds from related parties - = - - (3871 =
EESMETE Proceeds from issuances of bonds - 2,462,080 - - - -
EEEMAES Repayment of bonds payable - (1162791) - = - -
BitRE Dividend paid = - (942,377) S = =
ERFERRERE Dividend paid to non-controling shareholders - - (122979 - = =
IHHERE Payment of lease liablities - - = = = (623752)
BNSEABENEBIA  Dividend paid to holders of financial
REARE instruments classified as equity - - (95,961) - - -
E353 £ Non-cash changes
WEEMB DA (13£39) Acquisition of subsidiaies (Note 39) 231,805 - - - - 635
A% Foreign exchange realignment 188,438 (550,366) = = = (120,952)
SRRERS Final dividend declared - - 92,377 - - -
ARENERERENEHBIE  Distributions to holders of finandil
HEA instruments classified as equity - - 95,961 - - -
ERESRETETNE Interest of bond payables and bank borrowings 247,480 36,363 - - - =
mIEERERERR S Dividend declared to non-controling shareholders - - 2064107 - - -
it} New leases - - - - - 749,746
ERTERESRELS Reassessment and revision of lease terms - - - = = (174,800)
ERERNH LN Accretion of interest recognised during the year - - - - - 70960
RZE-H+-A=F-H  At31December 2022 45,613,407 5,149,375 (46,884) 9,239,644 2,583,150 1,417,504
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41. HEBREREXRME (&) 41.

(b)

280 2022 F 3R

REEBELNEERD (@) (b)

NOTES TO THE CONSOLIDATED STATEMENT
OF CASH FLOWS (continued)

Changes in liabilities arising from financing activities
(continued)

SRIT 8 RO E 3 8 25 P15 SRR A

(i yem

BEFRHHFEE

EREEEBRERA

ERRE
Amount
dueto
intermediate  Amount due
Bank Bonds Dividend holding to related
borrowings payable payables companies parties liabilities
BB BB BETT B8 BB BB
HK§ 000 HES 000 HKS 000 HKS 000 HES 000 HK§ 000
R-2--F-7-H At 1 January 2021 36,249,292 6,040,421 49,093 8,763,461 2,388,539 1,865,060
RERERE() Financing cash flows (i)
BAENAETE Proceeds from bank borrowings 83383277 - - - - -
EERAER Repayment of bank borrowings (79,915,506) - - - - -
EEPRERADET Repayment of loans to intermediate holding
companies - - - (2,201,657 - -
EMsmENE Proceeds from related parties - - - - 25330 -
EESMETE Proceeds from issuances of bonds - 2995750 - - - -
EEEMAES Repayment of bonds payable - (5033816) - - - -
BfRE Dividend paid - - (753,902) - - -
EfFEERERRE Dividend paid to non-controling shareholders - - (991,961) - - -
IHHERE Payment of lease liablities - - - - - (691,061)
BNSEAEENEBIA  Dividend paid to holders of financial instruments
BEARE dlassified as equity - - (140,605) - - -
E353 £ Non-cash changes
B A (i 39) Acguisition of subsidiaries (Note 39) 376,800 - - - - 14383
HENELE (H40) Disposal of subsidaries (Note 40) - - - - - (49,486)
ERERRE Accounts payable factoring 4476514 - - - - -
EiAE Foreign exchange realignment 1,074,165 111,398 - - - 52,151
SRRERE Final dividend declared - - 753,902 - - -
AREAEEERENEBIA  Distributions to holders of financial instruments
BEA dlassified as equity - - 161,266 - - -
EREFRFTETNE Interest of bond payables and bank borrowings 23408 250336 - - - -
AEEREEERERE Dividend declared to non-controlling shareholders - - 934,194 - - -
HEE New leases - - - - - 491,391
FHAREERTHARBE  Covid-19-related rent concessions from lessors
W2 - - - - - (17457)
EFTERESAERR Reassessment and revision of lease terms - - - - - (218 468)
ERERONSEN Accretion of interest recognised during the year - - - - - 68,548
ATET-F+-A=F-H  At31 December 2021 50,667,950 4,364,089 11,987 6,561,804 4.911,861 1,515,667
(i) e REWHKEAEERERT (i) The cash flows make up the net amount of proceeds and

repayment from bank borrowings and bonds payable in the
consolidated statement of cash flows.

el
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1. R EREBRME (F) 41. NOTES TO THE CONSOLIDATED STATEMENT

OF CASH FLOWS (continued)

(0 HEZHESRHEEE (c) Total cash outflow for leases
d‘)\ﬁim%ﬁzmﬁafﬁﬁ?ﬁﬁ%@ The total cash outflow for leases included in the statement of
I - cash flows is as follows:

2022 2021

BETT BT

HK$"000 HK$000

R TESHER Within operating activities 159,139 190,918
b‘é&é/ﬁﬁﬁl A Within investing activities 133,836 129,246
REEEHHEERN Within financing activities 623,752 691,061
916,727 1,011,225

42. CONTINGENT LIABILITIES

During the years ended 31 December 2022 and 2021, the Group

42 _EI\\\/\{E
RBE-_FT-_—_FR-_FT-_—F+_A

=St HALEFE AEROEEETREK
EBRUGEEE S RAEMBENTIE  R)A
RITHRETRREBUNEERS - AR
AEERR ARECHEZFRKER
BHMNEXRERNERER - BRRPE
R RIEP] - AEBE AR S T AED
BECHE - BRXNCEERCHEE
WEENRARRE REZMECEER
CHBERKREEIRTENEBRITEDL R
BR-FHit HEEERABLERGS
MBERERAER - ARERESHEHREA
BRZECEERCRRBEREM AT
AENRERERAT

(i) endorsed certain bills receivable for the settlement of trade and
other payables; and (ii) discounted certain bills receivable to banks
for raising cash. In the opinion of the directors of the Company, the
Group has transferred the significant risks and rewards relating to
these bills receivable, and the Group’s obligations to the corresponding
counterparties were discharged in accordance with the commercial
practice in the PRC. The risk of default in payment of the endorsed and
discounted bills receivable is low because all endorsed and discounted
bills receivable are issued and guaranteed by reputable banks in PRC.
As a result, the relevant assets and liabilities were not recognised in the
consolidated financial statements. The maximum exposure to the Group
that may result from the default of these endorsed and discounted bills
receivable at the end of each reporting period is as follows:

2022 2021

BT T BT

HK$°000 HK$'000

ZHRHMEMNKIBENEE Endorsement of trade and other payables 7,938,862 6,239,952

BRI AEER S Discounted bills for cash-raising 6,939,603 2,551,741
MARBEEDEERDAE Outstanding endorsed and discounted bills

BB REMEKEIE receivable with recourse 14,878,465 8,791,693
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43, EIE

AEBERREMRE NHIEAALE

43. COMMITMENTS

The Group had the following capital commitments at the end of the
reporting period:

2022 2021

BT BT
HK$"000 HK$'000
HUEBLL T SIBEETH Contracted, but not provided for in relation
BREE to the acquisition of:
M - BB R Property, plant and equipment,
ML EERGRAEEE intangible assets and right-of-use assets 1,016,013 590,022
SN PNCIP g Equity interests in subsidiaries 340,546 -
B LA T S IBE ERE Authorised, but not contracted for in relation
BRETH : to the acquisition of:
M- BERKHE  BEEE Property, plant and equipment, intangible
REREEE AL E assets and right use of assets/prepaid
(BN land lease payments 222,846 -
1,579,405 590,022

44. BB I E
() BEAEHRSRS

44. RELATED PARTY DISCLOSURES

(I)  Significant transactions with related parties

MZETBREMFLRNEMZS The Group entered into the following transactions with related
Gy REBFRNEREE HBEN TR parties during the year in addition to transactions detailed
Z elsewhere in these financial statements:

HERE

Sales

2022 2021

ABLE

GEE P

AR B 2Rk E AT
BEAT

T EERR A

BT T BT T

HKS$"000 HK$'000
Joint ventures 3,739 4,470
Fellow subsidiaries 1,146,520 622,869
Associates of fellow subsidiaries 133 264,792
Associates 1,276,878 958,190
Intermediate holding companies 195 8
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44. BT IR TR (48) 44. RELATED PARTY DISCLOSURES (continued)
() EXBEAIRXS (&) (I) Significant transactions with related parties
(continued)
REERE Purchases
BETR BT
HK$"000 HK$000
BEME Joint ventures 36,068 50,555
EES =N Fellow subsidiaries 160,409 235,415
—REZRWBRARMEE A F  Associates of a fellow subsidiary 568 -
/N Associates 356,294 331,547
ENEREE Management fees paid

BETT BETT

HK$'000 HK$'000

/N Associates - 190

HREER A A Intermediate holding companies 40 40

EES =N Fellow subsidiaries 138,753 37,381
HENZ Lease payments

BT T BT T
HK$'000 HK$'000

I Hﬁ%ﬁn Non-controlling interests 1,171 2,441
RAEMBA Fellow subsidiaries 23,401 16,423

IR Service fees

BET T BT
HK$000 HK$'000
EES )N Fellow subsidiaries 37,756 2,045
/N Associates - 5,604
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44, B R E (4B 44. RELATED PARTY DISCLOSURES (continued)
() EXBEAIRXS (&) (I) Significant transactions with related parties
(continued)
FILE YA Interest income

284

(m

BETT BT T
HK$"000 HK$'000
/Nl Associates 136,237 159,414
Fi @ s Interest expenses
2022 2021
BETT BT
HK$"000 HK$'000
AR A A Intermediate holding companies 122,404 21,894
FEIE IR = Non-controlling interests - 478
EESGIEING] Fellow subsidiaries 19,973 20,031
/Nl Associates 131,766 57,763
i SRS T 5 E B ERR These transactions are all at the terms agreed between the
YEH o relevant parties.
E-DNELEDaE 3 (I Significant balances with related parties
NEBEEMAB T AN TERERS The Group had the following significant balances with its related
parties:
JEY BE T 77 s E Amounts due from related parties
2022 2021
BT T BT
HK$’000 HK$'000
H 5 EWRIE (ffsta) Trade receivables (Note a) 485,393 521,911
H A e A (B s b) Other receivables (Note b) 1,346,413 3,051,520
BRI (FiFEo) Prepayments (Note ¢) 37,166 3,050
1,868,972 3,576,481
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A4, BRI R (FE) 44. RELATED PARTY DISCLOSURES (continued)
() EREHE ek (E) (I Significant balances with related parties (continued)
JEUR G 7 5008 (48) Amounts due from related parties (continued)
MiEa: B 5 EIKEIE Note a: Trade receivables
2022 2021
BT T BT
HK$'000 HK$'000
BESSIENG! Fellow subsidiaries 383,201 235,574
aEbHE Joint ventures - 645
R R ER Non-controlling interests = 57,120
=N Associates 102,186 51,354
—XBERMBR RS QA Associates of a fellow subsidiary 6 177,218
485,393 521,911
REREHR AEBEREERE The ageing analysis of the Group’s trade receivables with related
HHIMER @A 8 5 KB parties based on invoice date at the end of each reporting period is
BROTIT - as follows:
BET R BT
HK$'000 HK$'000
0%30H 0 to 30 days 165,529 143,574
31Z260H 31 to 60 days 96,770 81,276
61290H 61 to 90 days 57,268 72,401
912180 H 91 to 180 days 118,724 149,651
HiB180 H Over 180 days 47,102 75,009
485,393 521,911
P 5 b B fE U R IB Note b: Other receivables
BETT BT
HK$'000 HK$'000
EES PN Fellow subsidiaries 8,498 10,825
HEEERAR Immediate holding company 17,967 17,967
=N Associates 1,254,858 2,982,361
—REAZRK B R R E QR Associates of a fellow subsidiary = 98
AR AR A A Intermediate holding companies 671 -
FEERR AR R Non-controlling shareholders 64,419 40,269
1,346,413 3,051,520
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A4, BRI E (FE

286

(m

EREMT SR (E)
FEY BB 77 508 (4E)
Pl 5k b: A FE M 5K OE (48)

BT OE IR EE QR B
1,048,952,760 L (Z T = —F : B
#2,333,766,637 7T) * 123.70% =X,
EPAE%EG(FEPAE%&GJ)
AR —FHERMNE(ZE=Z—
F 1 1£6.09% sk — F HE FH A X
DBk S {6 E B 58 A E b fE Uk
FIEHN - 5% L T R JE W SR IE B
EEBEEREE - wﬁﬂ?fﬁ:
T ZF+ZA=+—RBRZ=
——&%+=-A=+— EIE’JBEHSZEE
BHRBENEREE ERES R
H o e R IETE B — F Rk o

Miztc FEfTHRIA

44. RELATED PARTY DISCLOSURES (continued)

@

Significant balances with related parties (continued)
Amounts due from related parties (continued)
Note b: Other receivables (continued)

Except for the other receivables due from associates of
HK$1,048,952,760 (2021: HK$2,333,766,637), which bears
interest at the lending rate of 3.70% (2021: 6.09% or bears
interest at 5 basis points) mark up of People’s Bank of China
("PBOC") benchmark one-year lending rate, the remaining
receivables are unsecured and interest-free. No provisions are made
against the receivables from related parties as at 31 December
2022 and 31 December 2021. The trade and other receivables are
expected to be received within one year.

Note c: Prepayments

2022 2021

BET T BT
HK$'000 HK$'000
BEINIENG Fellow subsidiaries 9,111 2,971
—RREZK B R R QR Associates of a fellow subsidiary 882 -
=] Associates 27,173 79
37,166 3,050

E e & E Other current assets

REMABEES AAFIEK—
e B 8 X B 7B M5 114,644,166 7T (—
T-—F:F) BRITFZ_FEH
FE435% 8

FENS BER 77 0B

Included in other current assets is an amount due from an
associate of HK$114,644,166 (2021: Nil), which bears interest at
the lending rate of 4.35% in 2022.

Amounts due to related parties

BT T T
HK$'000 HK$'000

B N FIE (iEa) Trade payables (Note a) 159,242 107,620
H e 5RIE (M5 b) Other payables (Note b) 12,540,378 12,706,268
12,699,620 12,813,888
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t "
A4, BRI R (FE) 44. RELATED PARTY DISCLOSURES (continued)
() EREHE ek (E) (I Significant balances with related parties (continued)
JE1TBEH 5 5008 (48) Amounts due to related parties (continued)
Miita E 5 B RIE Note a: Trade payables
2022 2021
BN BN
HK$'000 HK$'000
BEIGIENG Fellow subsidiaries 33,371 25,770
—RAZK B R R & Q) Associates of a fellow subsidiary 51 -
YD Joint ventures 4,555 9,118
i —NS| Associates 121,265 72,732
159,242 107,620
REREHR K& l%ﬁ/‘%m The ageing analysis of the Group’s trade payables with related
HEIR E R 7 B 5 AR parties based on invoice date at the end of each reporting period is
BAOWMAET as follows:
2022 2021
BETT BT
HK$'000 HK$'000
0% 90H 0 to 90 days 135,150 61,982
91 £ 365 H 91 to 365 days 17,130 45,311
@365 H Over 365 days 6,962 327
159,242 107,620
T 5 b B FE AT 3B Note b: Other payables
2022 2021
BT T BT
HK$'000 HK$'000
JEFERR A Non-controlling interests 667,867 671,272
Bt &N A Associates 825,491 553,658
FREZER AR Intermediate holding companies 9,239,644 6,561,804
EEIGY=VNG Fellow subsidiaries 1,807,152 4,919,289
AEMHE Joint ventures 224 245
12,540,378 12,706,268
Wk L i FE < — EE fél ?jlf %@ al 5%_ Except for the other payables to an intermediate holding company
%9,183,670,90075 BB RT of HK$9,183,670,000, which bears interest at 45-55 basis points
[R5 8. 00 7% 45 2= 50 B B 5t & mark up of HIBOR (2021: HK$6,500,649,000, which bears
(_:;ﬁ:—‘ﬁ : 7_%%6150016491900 interest at 45-50 basis points mark up of HIBOR), and the other
T REBERITEER S MAKLS payables to two fellow subsidiaries of HK$1,792,502,000 (2021:
=50 1I%%)\ C REMER TR @ HK$4,907,580,000), which bear interest at 2.75% or 3.92% (2021:
Z M & 2 =) #1,792,502,000 7T 3.50%), the remaining payables are unsecured, interest-free and

—%T = —% : 8%4,907,580,000 repayable on demand.
JT) AR 275% 3.92%(=F
Z—%F :3.50%) i BE E b E AT
MBS  ZEF RO ENREE
AR R B RIRERKMEE -
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44, BB S EE (4E)

288

(1

(v)

2022 F 3R

BEHMPREBFEHEENR
5/t

AN REBEH B EBBER S E
ETROTRERERE (RBRFEKE
BIAIVZHERS  BREER B
REM—RRITEE - ERZFR
TRPHUE  ARREEZRRIE
8 51 35 B I S B

KRR EERHEMEEEEEK
BRUFBMMNT
TEEBA BB

44. RELATED PARTY DISCLOSURES (continued)

(D)

(V)

Transactions/balances with other PRC government
controlled entities

In addition, the Group has entered into various transactions,
including deposits placement, 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.

The remuneration of directors of the Company and
other members of key management was as follows:
Compensation of key management personnel

BETT BT

HK$'000 HK$000

e R RELA Salaries, allowances and bonuses 3,120 19,290
R FIET SR Retirement benefit scheme contributions 44 289
3,164 19,579

TREEAEBNFMHHARRERE
BERBEARRRTIGBEEEE

it B R 440) F B2 BR R ) [B] R BT
AE - —RARMBRATNEBE A
AIRNHEE RMBETREAWNERQ A
RE CNBERARMNEES R
BB FSEIMEK ETHRAE
TAAEFTRENIFBAERLS °

EREEEBRERA

el

The remuneration of key management personnel is determined
by the management of the Company having regarded to the
performance of individuals and market trends.

The related party transactions in respect of sales to fellow
subsidiaries and associates of a fellow subsidiary, purchases
from certain fellow subsidiaries, management fees, service fees
and interest expenses paid to associates as disclosed in Note
44(]) above also constitute continuing connected transactions as
defined in Chapter 14A of the Listing Rules.
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& TZEmIA 45.
iHEIEI\*EEIJEM&%,HM%ZEEE@ZDT :

FINANCIAL INSTRUMENTS BY CATEGORY

The carrying amounts of each of the categories of financial instruments
as at the end of the reporting period are as follows:

—E-_= 2022
TREE Financial assets
RANEETE
EEZ8TA
RAREBEGEEHES RE#ERAGE HOZEKEN
STABBRNEREE HemEE SREE
Financial
assets
at fair value
through
Financial other
Financial assets at fair value assetsat  comprehensive
through profit or loss amortised cost income
BHZER A UREIR
EE EERE
Designated as
Mandatorily such upon
designated initial Debt
as such recognition investments
BETT BETT BETR BETT BETR
HKS'000 HK$000 HKS'000 HKS'000 HKS'000
HEidEnEemEE (MiE22)  Other non-current financial assets
(Note 22)
RERE Equity investments - 796,880 - - 796,880
EtEneaE (f:23) Other non-current assets (Note 23)
REEWFE Long-term receivables - - 1,139,506 = 1,139,506
ErBesaE (i) Other current financial assets (Note 22)
BYER Financial products 8,404,252 = = = 8,404,252
BN AR ENEE Trade and bills receivables - - - 26,634,011 26,634,011
m%&ﬁﬁﬂﬂgqﬂ A (MEE25)  Trade and other receivables (Note 25) - - 74,021,969 - 74,021,969
FE Y B 77 3008 (W3t 44) Amounts due from related parties =
(Note 44) - 1,831,806 - 1,831,806
EHEAEH (it 26) Pledged deposits (Note 26) - - 7,075,410 - 7,075,410
HeRA2EEN(H26) Cash and cash equivalents (Note 26) = = 17,042,657 = 17,042,657
et Total 8,404,252 796,880 101,111,348 26,634,011 136,946,491
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45, IRBRIE 92 e T H (&) 45. FINANCIAL INSTRUMENTS BY CATEGORY
(continued)

o =R Financial liabilities

BEHMERATE
HERERE

Financial
liabilities at
amortised cost

BT T
HK$'000
B 5 K HAth FE T 5/ IE (MT 5% 28) Trade and other payables (Note 28) 73,234,212
e B EE 5 3B (B Rk 44) Amounts due to related parties (Note 44) 12,699,620
ER1T1E R (Bi7E30) Bank borrowings (Note 30) 45,613,407
JERHES (MH3E31) Bonds payable (Note 31) 5,149,375
fast Total 136,696,614
—E_—F 2021
SRIEE Financial assets

290

Financial assets

at fair value
Financial through other
Financial assets at fair value assets at comprehensive
through profit or loss amortised cost income
RRIZK
B
Mandatorily Designated as
designated such upon Debt
assuch — initial recognition Investments
EET BRI EETT BRI AR
HK$'000 HK§ 000 HK§'000 HK$'000 HK§ 000
HrknaeniE (o) Other non-current finandial assets (Note 22)
RERE Equity investments - 97,784 - - 967,784
EFEREE (M) Other non-current assets (Note 23)
RERE Long-term receivables - - 1327643 - 1,327,643
EhrBeaEE (HEn) Other current financial assets (Note 22)
BHER Finandial products 11,987,912 - - - 11,987,912
EARNTERESRER Trade and bils receivables - - - 28263718 28263718
25 REMEYE (M3E25) Trade and other receivables (Note 25) - - 73,311,992 - 73,311,992
Rl A 38 (Bt 44) Amounts due from related parties (Note 44) - - 3,573,431 - 3573431
BERRE (Fi20) Pledged deposits (Note 26) - - 7,814,631 - 7,814,631
ReRBLZEN(H26) Cash and cash equivalents (Note 26) - - 17,513,134 - 17,513,134
@5 Total 11,987,912 967,784 103,540,831 28,263,718 144,760,245

2022 F 3R

EREEEBRERA

el
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45. R ERIE D 2B T E (&) 45. FINANCIAL INSTRUMENTS BY CATEGORY

(continued)

=R Financial liabilities
R HEK A2
HemaE
Financial
liabilities at
amortised cost
BT
HK$'000
B 5 K HAth FE T 5/ IE (MT 5% 28) Trade and other payables (Note 28) 71,799,120
e R E 5 3k B (B 5t 44) Amounts due to related parties (Note 44) 12,813,888
RATHE R (M5 30) Bank borrowings (Note 30) 50,667,950
FERES (MEE31) Bonds payable (Note 31) 4,364,089
@5t Total 139,645,047

46. TR NABERAD S 46. FAIR VALUE AND FAIR VALUE HIERARCHY

BEEBH OF FINANCIAL INSTRUMENTS
AEESRMTACZERELRAABE(E The carrying amounts and fair values of the Group’s financial
EmMEEALBEAEMRBEERIN H7 instruments, other than those with carrying amounts that reasonably
J/u N approximate to fair values, are as follows:
RRTE B NAEE
Carrying amounts Fair values
2022 2021 2022
BETT BETT BETT BETT
HK$'000 HK$'000 HK$'000 HK$'000
ATAERBEERN Interest-bearing bank
FHEIRITIER borrowings included in
non-current liabilities 5,084,569 4,123,504 4,750,918 3,920,078
e EH Bonds payable 5,037,660 3,057,725 4,922,181 2,873,452
45t Total 10,122,229 7,181,229 9,673,099 6,793,530
SEBILERAE  BARELZEY - Management has assessed that the fair values of cash and cash
CHERIEE - 5 A2 5 % H b e W Z0E iy equivalents, pledged deposits, financial assets included in trade and
SREAE EMRHLETEE HAZS other receivables, other current financial assets, financial liabilities
RHEMEMNSENSHEE  SHREE included in trade and other payables, short-term debentures, amounts
FEW AR T AR BB N B due from/to related parties and loans to associates approximate to
AN EEEELSE YEMEMAE  TEH4 their carrying amounts largely due to the short-term maturities of these
K% TAREHMTIE - instruments.

China Resources Pharmaceutical Group Limited Annual Report 2022 291



AR

ARE MR M R

Notes to Consolidated Financial Statements

—E-—F+=-HA=+—H 31 December 2022

4. TR THEZAREBERAR

292

BEER(E)

M BERRE 2 AKE 2 MBHFIAER
ETeRTARAEBEFENERRRESF
MHEEERANEFEMBEREAERES
EHR-NEBRSEHY BBIAMSTSR
TAMEEEHYEEHETERNEE
2Y - HEREFEYBEEZLIE -

TREERBBZARBENABRE (M
FERBREE) RHEITNEMK S
PRIEMTAZ RN - REFAREE
B @A T RRR :

SERBILHMRITERN AR BEIIZE
BEUKT  FERBREFSGTFHNTIA
WIRITH R BB R KRB EREFH -
RZE-_—F+-A=+—8 A%£ER
RITEFNTBORBRF I E AT TERK -
KERAEBOTBEORR  ENEFD
AR EBEEEUEMNESNRS TSR E
ARIRTERT AR KRB REMGE -

SE LTI AN AR BETYIRA NI &
EEEMEERILEIENEBRRAE
MEOERTEOMERM G - ZEHES
KEERETE  RIE BEEEREBET
AIELRE AR (FAfT)  AZE &
AELBABFEABEERGEE (Mt
XEEMBHBRAE BB WEREHEA
BF ([EV/EBITDAD) FHEMA X ((MA
E|)BEE)  -BENOIEATELERARNE
XEERURFGENE - XHEEEHE
CREBEARBFEEERRERITELER
AIZEGFENIERBDESRAEERESE
BEEETIE - MEERERANI LT
RiERERERNGFEUNFEAAEE-
EEEGERAERNEEZHFTARER
(REFATBARRERAR) RBBAREE
BE) (RNEBRAR) BAE  TARKREH
KB EEE-
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46. FAIR VALUE AND FAIR VALUE HIERARCHY

OF FINANCIAL INSTRUMENTS (continued)

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

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

The fair values of non-current portion of bank borrowings have been
calculated by discounting the expected future cash flows using rates
currently available for instruments with similar terms, credit risk and
remaining maturities. The Group’s own non-performance risk for bank
borrowings as at 31 December 2022 was assessed to be insignificant.
The fair value of the bonds payable is estimated by discounting the
expected future cash flows using an equivalent market interest rate
for similar bonds payable with consideration of the Group’s own non-
performance risk.

The fair values of unlisted equity investments have been estimated
using a market-based valuation technique based on assumptions that
are not supported by observable market prices or rates. The valuation
requires the directors to determine comparable public companies
(peers) based on industry, size, leverage and strategy, and calculates an
appropriate price multiple, such as enterprise value to earnings before
interest, taxes, depreciation and amortisation (“EV/EBITDA") multiple
and price to earnings (“P/E”) multiple, for each comparable company
identified. The multiple is calculated by dividing the enterprise value
of the comparable company by an earnings measure. The trading
multiple is then discounted for considerations such as illiquidity and size
differences between the comparable companies based on company-
specific facts and circumstances. The discounted multiple is applied to
the corresponding earnings measure of the unlisted equity investments
to measure the fair value. The directors believe that the estimated fair
values resulting from the valuation technique, which are recorded in the
consolidated statement of financial position, and the related changes
in fair values, which are recorded in profit or loss, are reasonable, and
that they were the most appropriate values at the end of the reporting
period.
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416. TRT B2 ARBENEADS 46. FAIR VALUE AND FAIR VALUE HIERARCHY

BEEXR(E) OF FINANCIAL INSTRUMENTS (continued)
$%Tﬁ§é‘ﬂ:ﬁ&“§ (BO AR B g3 SR 1T The Group invests in unlisted investments, which represent wealth
FOMNEBEVER) ASEREBEESHEU management products issued by banks in Mainland China. The Group
HARR K@ b ) T B Y5 A = A REER IR has estimated the fair value of these unlisted investments by using a
EREMERAGEHZSIFLTRENR discounted cash flow valuation model based on the market interest
REE - rates of instruments with similar terms and risks.
NTAERZBZ—FR-FT-—F+=H Below is a summary of significant unobservable input to the valuation
=t HERMIAGENERTAIERE of financial instruments together with a quantitative sensitivity analysis
AB R EE R E S HURMEDIT - as at 31 December 2022 and 2021:
ERTAHBE DNAEEY
{8 H i WARIE EE WA BB NSRS
Valuation Significant Sensitivity of
technique unobservable input Range fair value to the input
FLEmKRERE WHE Rz AT SE TR T BRZ AT SH AT SR 10%
(10%) % 10% <_7_ F:10%) 18
(ZZ=—%: DRBEEDBIRD, LN
(10%)Z 10%) 5%%1%108256 0007T
(ZZ=—% : B¥% 150,480,000 7T)
Unlisted equity Market approach Discount for lack of ~ 2022: 10% (2021: 10%) increase/decrease
investments marketability (10%) to 10% in discount for lack of marketability
(2021: would result in decrease/increase in
(10%) to 10%) fair value of HK$108,256,000,
respectively (2021: HK$50,480,000)

= 7] 8 |$ﬁ§§%ﬁ$ﬁlﬁﬁgiﬂﬁi%/ The discount for lack of marketability represents the amounts of
BLE R A EERE BN RE RITERIE premiums and discounts determined by the Group that market

participants would take into account when pricing the investments.
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46. TRITE A REBERAR 46. FAIR VALUE AND FAIR VALUE HIERARCHY
BEEXR(E) OF FINANCIAL INSTRUMENTS (continued)
NREBEER Fair value hierarchy
TREAAEESHIANARBENE The following tables illustrate the fair value measurement hierarchy of
B the Group’s financial instruments:

BANBEGTEZEE Assets measured at fair value:
R-B--f+=-RA=+—H As 31 December 2022

UT5ERETHAREERE

Fair value measurement using

& B 5 EAUBE EAFTHE
RE wWARE BARE
Quoted
prices Significant Significant
in active Observable unobservable
markets inputs inputs
(E—1#%) (B=#%) (EB=4)
(Level 1) (Level 2) (Level 3)
BT BETR BEFR BT
HK$000 HK$'000 HK$'000 HK$"000
BAR(EEFER Financial assets at fair
HEHHALMEZE value through other
WRHSRERE comprehensive income:
g RENER R ENRE Trade and bills receivables - - 26,634,011 26,634,011
BANBEFEAR Financial assets at fair value
FEFAERNERERE through profit or loss:
BME® Financial products - - 8,404,252 8,404,252
iR E Equity investment - - 796,880 796,880
st Total - - 35835143 35,835,143
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416. TRT B2 ARBENEADS 46. FAIR VALUE AND FAIR VALUE HIERARCHY

EEER (&) OF FINANCIAL INSTRUMENTS (continued)
NREBEEEBR () Fair value hierarchy (continued)

HARIEEFEZEE  (48) Assets measured at fair value: (continued)
R-ZE-_—F+-_RA=+—H As 31 December 2021

ATHARETHRABERS

Fair value measurement using

V& BR T 35 8 EXNAEHRE SATIUEHE
WE PN 67 W A\ BHE

Quoted Significant Significant

prices in Observable  unobservable
active markets inputs inputs
(B—&) (E=H) (E=8)
(Level 1) (Level 2) (FYEE))
BET BETR BET R BETR
HK$'000 HK$'000 HK$'000 HK$'000
BAREEER Financial assets at fair
HEHHALMEE value through other
WRHSRERE comprehensive income:
B 5 MR R R Trade and bills receivables - - 28263718 28263718
BAnEESERA Financial assets at fair value
FEFAERNERERE through profit or loss:
BME® Financial products - - 11,987,912 11,987,912
iR E Equity investment - - 967,784 967,784
Bt Total - - 41,219,414 41,219,414
AR BEFSHEE Liabilities measured at fair value:
AEBR - E-—F#+-A=+—8BKk— The Group did not have any financial liabilities measured at fair value as
T-o—F+-A=+—BUTEEEEAN at 31 December 2022 and 31 December 2021.
AnEEFENEREE-
ER E—RRE_HAALEBEIEZH During the year, there were no transfers of fair value measurements
WEER TESHEERSREAGEEA between Level 1 and Level 2 and no transfers into or out of Level 3 for
FEHBE=FHEBER(—T——4F ) o both financial assets and financial liabilities (2021: Nil).
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46. TR THZARBERIR
BEER(A)
BAREET BOEEREDT -

R-E-—_%+=-A=+-—H

RERE IR

46. FAIR VALUE AND FAIR VALUE HIERARCHY
OF FINANCIAL INSTRUMENTS (continued)

Assets for which fair values are disclosed:

As at 31 December 2022

RUT5ERETHAREERE

Fair value measurement using

& B 5 EAUBE EAFTHE
HE WAHE WAHE
Quoted
prices in Significant Significant
active  Observable unobservable
markets inputs inputs
(- (F=%) (=%
(Level 1) (Level 2) (Level 3)
BT BETR BEFR BT
HK$’000 HK$'000 HK$'000 HK$'000
Long-term receivables - - 1,139,506 1,139,506

RZZEZ—F+=-A=+—H

RH R FIA

As at 31 December 2021

AT A RETHARBERTE
Fair value measurement

V& BB T 35 B E-DN EANT
(B EIUN ¢ LN
Quoted Significant Significant
prices in Observable  unobservable
active markets inputs inputs
(B—&) (B=%) (B=%)
(Level 1) (Level 2) (Level 3)
BETT BETT BETT BETT
HK$'000 HK$'000 HK$'000 HK$'000
Long-term receivables - - 1,327,643 1,327,643
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46. FAIR VALUE AND FAIR VALUE HIERARCHY
OF FINANCIAL INSTRUMENTS (continued)

Liabilities for which fair values are disclosed:

As at 31 December 2022

RUT5ERETHAREERE

Fair value measurement using

-1 =

& B 5 EAAEE BEAFTAHE
HE WAHE WAHE
Quoted

prices Significant Significant

in active  Observable unobservable

markets inputs inputs

(B—%) (F=%) (B=4)

(Level 1) (Level 2) (Level 3)
BET BT BT BET
HK$’000 HK$'000 HK$'000 HK$'000
RITIEN Bank borrowings - - 4,750,918 4,750,918
[EfRHER Bonds payable - - 4,922,181 4,922,181
3 Total - - 9,673,099 9,673,099

N-oE-——F+—-A=+—H As at 31 December 2021

AT ENETNAREBERNE

Fair value measurement using

V& BB T %5 6 EATAEHER

HE A BUR

Quoted S|gn|f|cant Significant

prices in Observable  unobservable

active markets inputs inputs

(F—#) (F=#) (B=#)

(Level 1) (Level 2) (Level 3)
BETT BETT BETT EETT
HK$'000 HK$'000 HK$'000 HK$'000
RITIEN Bank borrowings - - 3,920,078 3,920,078
EES Bonds payable - - 2,873,452 2,873,452
st Total - - 6,793,530 6,793,530
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47. FINANCIAL RISK MANAGEMENT OBJECTIVES
AND POLICIES

The Group’s principal financial instruments comprise interest-bearing
bank borrowings, bonds payable, cash and cash equivalents and
pledged deposits. The main purpose of these financial instruments is to
finance the Group’s operations. The Group has various other financial
assets and liabilities such as trade receivables and trade payables, which
arise directly from its operations.

The main risks arising from the Group’s financial instruments are interest
rate risk, foreign currency risk, credit risk and liquidity risk. The board of
directors reviews and agrees policies for managing each of these risks
and they are summarised below.

(a)

Interest rate risk

The Group's exposure to the risk of changes in market interest
rates relates primarily to the Group’s long-term debt obligations
with a floating interest rate.

The Group’s policy is to manage its interest cost using a mix of
fixed and variable rate debts.

The sensitivity analysis is prepared assuming that those balances
outstanding at the end of the reporting period were outstanding
for the whole year. A 50 basis points (2021: 50 basis points)
increase or decrease which represents the management’s
assessment of the reasonably possible change in interest rates is
used.

If the interest rate on floating rate borrowings had been 50 basis
points higher/lower and all other variables were held constant,
the profit for the year of the Group would decrease/increase by
approximately HK$12,885,000 (2021: HK$14,337,000) for the
year ended 31 December 2022.

In management’s opinion, the sensitivity analysis is
unrepresentative of the inherent interest rate risk as the exposure
at the end of each reporting period does not reflect the exposure
at the end of each reporting period.
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47. FINANCIAL RISK MANAGEMENT OBJECTIVES
AND POLICIES (continued)

(b)

Foreign currency risk

The carrying amounts of the Group’s monetary assets and
monetary liabilities denominated in foreign currencies, which
are mainly trade and other receivables, other financial assets,
amounts due from/to related parties, pledged bank deposits, cash
and cash equivalents, trade and other payables, bank borrowings
and bonds payable of the Group, at the end of the reporting
period are as follows:

BT T
HK$'000
BE Assets
Emx(ZEx)) United States dollars (“USD") 388,387
AR RMB 134,163,875
=R Liabilities
U usD 2,261
AR¥E RMB 138,529,781

2021

BT T
HK$'000
EE Assets
EY usD 299,848
AR RMB 141,968,211
&E Liabilities
e usb 118,268
AR RMB 141,540,902

AEEEREEBBTYERINEE
TRBRERINERRR - AEER
iy I 48 T_LEH—UV|\ EHAHRE
mONERR - ERERRNUERE
BERIMNE R o

The management of the Group manages the foreign currency
risk by closely monitoring the movements of foreign currency
exchange rates. The Group currently has not entered into any
foreign currency forward contracts to hedge against foreign
currency risk. Management will consider hedging foreign currency
exposure should the need arise.
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47. BBERERE B BEREE
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47. FINANCIAL RISK MANAGEMENT OBJECTIVES
AND POLICIES (continued)
(b)

Foreign currency risk (continued)
Sensitivity analysis

The Group is mainly exposed to fluctuation in RMB.

The following table demonstrates the sensitivity at the end of
the reporting period to a reasonably possible change in RMB
exchange rate, with all other variables held constant, of the
Group's profit before tax (due to changes in the fair value of
monetary assets and liabilities).

2022

RR %1 A1 % Fl
#in R
Increase/
(decrease) in
profit before tax

BYEARYER
LA (T RE)

Increase/
(decrease) in
HKD/RMB rate

% B¥TT
HK$'000
WBEHARERE If the Hong Kong dollar weakens
against the RMB 5% (218,295)
WA AREAE If the Hong Kong dollar strengthens
against the RMB (5%) 218,295
—E- 2021

B ARERZE

i EHEEAREHE

PR N RS IE & 3
EFACREE) #m,/ O )
Increase /

(decrease) in

profit before tax

Increase/
(decrease) in
HKD/RMB rate

% BT
HK$'000
If the Hong Kong dollar weakens
against the RMB 5% 21,365
If the Hong Kong dollar strengthens
against the RMB (5%) (21,365)
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47. FINANCIAL RISK MANAGEMENT OBJECTIVES
AND POLICIES (continued)

(0

Credit risk

The Group trades only with recognised and creditworthy third
parties. It is the Group’s policy that all customers who wish to
trade on credit terms are subject to credit verification procedures.
In addition, receivable balances are monitored on an ongoing
basis and the Group’s exposure to bad debts is not significant.
For transactions that are not denominated in the functional
currency of the relevant operating unit, the Group does not offer
credit terms without the specific approval of the Head of Credit
Control.

Maximum exposure and year-end staging

The table below shows the credit quality and the maximum
exposure to credit risk based on the Group’s credit policy, which
is mainly based on past due information unless other information
is available without undue cost or effort, and year-end staging
classification as at 31 December.

R=-B--f+=-RA=+-—H As at 31 December 2022
1218 A
BHEERBR 2HRHEERSR
12-month
ECLs Lifetime ECLs
— P& = EZBR R (9207
Simplified
Stage1 Stage3 Approach
BETR BETFR BETR BETR BETR
HK$000 HK$'000 HK$'000 HK$'000 HK$'000
HibERBERE* Other non-current assets* 1,139,506 - - - 1,139,506
HinBemEE" Other current financial assets* - = - 26634011 26,634,011
85 REMEWFIE Trade and other receivables
(Pf 7 25) ** (Note 25) ** 6,580,909 - - 70,285,938 76,866,847
& U R Bt 5 B ¢ Due from related parties* 1,346,413 - - 485,393 1,831,806
EEAER Pledged deposits 7,075,410 = - - 7,075,410
BeRBELEED Cash and cash equivalents 17,042,657 - - - 17,042,657
eta Total 33,184,895 - - 97,405,342 130,590,237

China Resources Pharmaceutical Group Limited Annual Report 2022 301



IRA BT RS RR M 5F
Notes to Consolidated Financial Statements

—ZT-—%#+-H=+—H 31 December 2022

REREEEERBER 47. FINANCIAL RISK MANAGEMENT OBJECTIVES

(,,.,*) AND POLICIES (continued)
(o =ERMK(E) (c) Credit risk (continued)
=AM O R FREE () Maximum exposure and year-end staging (continued)
RZZE=Z—F+=A As at December 2021
12184
BHEEER 2HBHEEER
12-month
ECLs Lifetime ECLs
—[&E E-RER E=MBR K|z
Simplified
NELE Stage3 Approach
BET BETT BET BET BET
HK$'000 HK$'000 HK$'000 HK$'000 HK$000
HibERBERE* Other non-current assets* 1,327,643 - - - 1,327,643
HEthRBemEE" Other current financial assets* - - - 28263718 28,263,718
85 REMEWFIE Trade and other receivables
(P5E25) ** (Note 25) ** 6,494,840 - - 69,279,848 75,774,688
& U R Bt 7 0B Due from related parties* 3,051,520 - - 521,911 3,573,431
BEAER Pledged deposits 7,814,631 - - - 7,814,631
BeRBELEED Cash and cash equivalents 17,513,134 - - - 17,513,134
@it Total 36,201,768 - - 98065477 134,267,245
* RREAEEERGERENE * For trade receivables to which the Group applies the simplified
SEWRZEMS  EREEERE approach for impairment, information based on the provision
K& BHE R BT IS R M52 25 © matrix is disclosed in Note 25 to the financial statements.
* HAESREMEBERRIENS R **  The credit quality of the financial assets included in trade and
BEMNEREESERETEEBER other receivables is considered to be “normal” when there is no
B R DAKEEELK’&EEK@ information indicating that the financial assets had a significant
R AEIES] - B8 increase in credit risk since initial recognition. Otherwise, the credit
MEENEERRERAEAK 73’5 quality of the financial assets is considered to be “doubtful”.
[RER] -
(d) RBEELREMR (d) Liquidity risk
E%E@ REESEBE  AEHE In the management of the liquidity risk, the Group monitors
BWHFE f%%ﬁi%ﬁiﬁ’]ﬁi& and maintains a level of cash and cash equivalents deemed
HEeSEMKY  AURAEED adequate by the management to finance the Group's operations
@TIT B MEREBRESRERED and mitigate the effects of fluctuations in cash flows. The
VHE - BEENERRITERSN management also monitors the utilisation of bank borrowings
FRBERL BRETFTEREFE (0 and ensures compliance with loan covenants, if any.
B) e
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REREEEERBER 47. FINANCIAL RISK MANAGEMENT OBJECTIVES
(,,.,*) AND POLICIES (continued)

(d) REBELRER(E) (d)

TRAFMLAEEFETETRE BN

Fepa QOB EBBER - TRDBES

MEENRERBERBRAELE
ARANRNREEHARE - %K
ETE%‘JE&$&EE$ML§ .ﬂ_
MERFEHE fliﬁﬁiﬁ/i\gﬁhiﬁz%i
EEZMEHROFEGFE

Liquidity risk (continued)

The following table details the Group’s remaining contractual
maturity for its non-derivative financial liabilities. The table has
been drawn up based on the undiscounted cash flows of financial
liabilities based on the earliest date on which the Group can be
required to pay. The table includes both interest and principal
cash flows. To the extent that interest flows are at floating rate,
the undiscounted amount is derived from the interest rate at the
end of the reporting period.

g AERRS
THRE  REXES £ 1228 ERE FHEHE REE
Weighted Total

average  Repayable Within undiscounted Carrying
interestrate  on demand lyear 1to2years Over2years  cashflows amounts
% BBTT Eiio BBTR BETR B8TR BBTR
HKS$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000

ZECCE+ZBZ+-R  31December 2022
BAREfERTE Trade and other payables - - BB - - BB BB
ERERATE Amounts due to related parties - - 12,699,620 - - 12699620 12,699,620
figask Lease liabities - - 555,208 862,351 166759 1584318 147504
LTS Bank borrowings 346 40525 38789727 3,488,898 - W6R8TT 45613407
EfES Bonds payable 332 - 161,989 2909699 2243697 5315385 5149375
40525 125440756 7260948 241045 135517412 138,114,118

“E--F+-AZ1-H 31 December 2021
BAREMENRE Trade and other payables - - 71,799,120 - - 71799120 71,799,120
ERERATE Amounts due to related parties - - 12813888 - - 12813888 12813888
HEEE Lease liabities - - 583,805 845,842 8442 1578089 1515667
BT Bank borrowings 247 888845 44147235 1067393 4653 46108126 50,667,950
EfES Bonds payable 387 - 1348350 10700 310903 4564406 4,364,089
888,845 130692398 2020255 3262131 13686369 141160714
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47. BB AREE R BRRIK

304

(#&

M=

(d)

(e)

2022F F

REE SRR (&)
BERERERERNBITERD
AAAEXEIBBESEH RERE
EBINEARN RZTEZ__F+=
A=+—8H ZSRITEFANER
48 %8 #) /75 5 405,252,000 7T (— &
— —1F : 75 %5888,845,0007T) ° £&
TRASEENT B ARAE
ERBRIT IR T EEBIBHE
DRBFER - ARBIESHE -
AEENZZFRITETBRRITE
FRIBHTEIEEER B R RE S
RIEEE -

EARREKEE
AEEEBHEERN  BRASEHE
TERUSALE YHEBERK
HESEENREFEH AR R MHE
BAER o

AEENERAEBREERFHE (B2
FEMIFE30 ~ 31 K44 R B IRTT
fak - B ES REt B R e B8 5t
FRIE) (EHMBRRERFASEEY)
RARBHAE ANEGER (BIEE#
TRA - RBEFREMEE) -

REBEEEEMBEEERNER -
ERERBEEN &N EEEZE
BEARKAREBERNHREREE
REEEENERER  AEEK
i3 38R AN BB B B AT T A R B AT
HEHKAERRBER  FEEE
REAETE -

EHBEEERFRAF

47. FINANCIAL RISK MANAGEMENT OBJECTIVES
AND POLICIES (continued)

(d)

(e)

Liquidity risk (continued)

Bank borrowings with a repayment on demand clause are
included in the “repayable on demand” time band in the above
maturity analysis. As at 31 December 2022, the aggregate
carrying amount of these bank borrowings was approximately
HK$405,252,000 (2021: HK$888,845,000). Taking into account
the Group’s financial position, the directors of the Company
do not believe that it is probable that the banks will exercise
their discretionary right to demand immediate repayment. The
directors of the Company believe that such bank borrowings
of the Group will be repaid after the end of reporting period in
accordance with the scheduled repayment dates set out in the
bank borrowing agreements.

Capital risk management

The Group manages its capital to ensure that entities in the
Group will be able to continue as a going concern while
maximising the return to shareholders through the optimisation
of the debt and equity balances.

The capital structure of the Group consists of net debts, which
includes bank borrowings (Note 30), bonds payable (Note 31)
and interest-bearing amounts due to related parties (Note
44), respectively, net of cash and cash equivalents and equity
attributable to owners of the Company, comprising issued share
capital, retained earnings and other reserves.

The management of the Group reviews the capital structure on a
periodic basis. As part of this review, the management considers
the cost of capital and the risks associated with each class of
capital. Based on recommendations of the management, the
Group will balance its overall structure through the payment of
dividends and new shares issues as well as the issue of new debts
or the repayment of existing debts.
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HERREREEEREE 47. FINANCIAL RISK MANAGEMENT OBJECTIVES
(,,.,*) AND POLICIES (continued)
(e) BEXRREMRERE (&) (e) Capital risk management (continued)
RREPRZERGBLERNT The gearing ratios at the end of the reporting periods were as
follows:
2022 2021
BT T BT
HK$'000 HK$'000
R—FRZRITER Bank borrowings within one year 40,528,838 46,544,446
R—ERZENES Bonds payable within one year 111,715 1,306,364
R—F1&ZRITIER Bank borrowings more than one year 5,084,569 4,123,504
R—FR2ERES Bonds payable more than one year 5,037,660 3,057,725
=B FE S BA Bk 5 RIB Interest-bearing amounts due to
related parties 10,976,172 11,408,229
R RIREEEY Less: Cash and cash equivalents (17,042,657) (17,513,134)
FRE Net debt* 44,696,297 48,927,134
Mt Total equity 90,182,333 94,984,266
BARB B R Gearing ratio** 49.56% 51.51%
* FRESRRITERERE BN * Net debt equals to total bank borrowings, total bonds payable and
BHBE R BN % interest-bearing amounts due to related parties less cash and cash
HRRERRECEEYD - equivalents.
*x EARBELLRIZFAEBRNER **  The gearing ratio is calculated by dividing net debt by total equity.

Seat
AT E .

48. EHIB R EIE 48. EVENT AFTER THE REPORTING PERIOD
b‘(\fZ:_ﬁ RA+hB BESEZET On 19 January 2023, KPC held the first extraordinary general meeting
FEREFIREEETEEEELH and the twelfth meeting of the tenth board of directors completed the
TIRgH TREAEEE BRESHE reorganisation of the board of supervisors. The controlling shareholder
RIS R BB s AER = - of KPC was changed from Holley Pharmaceutical to CR Sanjiu.
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49. 7K B) B AR R 3R 49. STATEMENT OF FINANCIAL POSITION OF THE

COMPANY

Information about the statement of financial position of the Company

BRARRBNBERRNUBHIRAERNE

BT at the end of the reporting period is as follows:
2022 2021
AT T BT
HK$’000 HK$'000
kRBEE NON-CURRENT ASSETS
W - BB NEE Property, plant and equipment 725 1,090
FRAEEE Right-of-use asset 1,695 6,779
RHTB R RRRE Investments in subsidiaries 19,486,254 19,486,254
e BT B A B R IE Due from subsidiaries 7,888,921 14,989,026
RS EELTE Total non-current assets 27,377,595 34,483,149
REBEE CURRENT ASSETS
H b e Uk k08 Other receivables 661 689
NG S Amounts due from subsidiaries 10,885,137 8,590,671
U H A B FRIE Amounts due from the immediate
holding company 17,967 17,967
e MIRTTHEH Cash and bank balances 1,975 24,360
MENVEEMRE Total current assets 10,905,740 8,633,687
FREEE CURRENT LIABILITIES
B 5 K E e RIE Trade payables and other payables 3,724 5,984
iR Ra ik /NI E /@ Amounts due to the intermediate
holding companies 9,183,670 6,500,649
RITIER Bank borrowings 213,821 7,709,458
HEARE Lease liability 1,759 5,106
MBBELRRE Total current liabilities 9,402,974 14,221,197
BREBAE NET CURRENT LIABILITIES 1,502,766 (5,587,510)
HEERARBAS TOTAL ASSETS LESS CURRENT LIABILITIES 28,880,361 28,895,639
ERBAR NON-CURRENT LIABILITIES
HEaE Lease liability = 1,759
BEEFE NET ASSETS 28,880,361 28,893,880
e EQUITY
f& s Share capital 27,241,289 27,241,289
[ Reserves 1,639,072 1,652,591
RS TOTAL EQUITY 28,880,361 28,893,880

ARBOMBRARBREN T _=F=
A=+tRKE=SHERRETIZ - Ak

The Company’s statement of financial position was approved and
authorised for issue by the Board of Directors on 30 March 2023 and is

INTATREESE signed on its behalf by:
SR -F7N HES
Bai Xiaosong Weng Jingwen
BE BEAMBE
Director Chief Financial Officer
306 202255 EHBESEBRAR
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. STATEMENT OF FINANCIAL POSITION OF THE

COMPANY (continued)
’Zﬁﬁf : Note :
RARFEHENT : A summary of the Company’s reserves is as follows:
E R REER
Translation Retained
reserve earnings
BT T BT BETFT
HK$'000 HK$'000 HK$'000
R-—ZZFT=-_—F—H—H At 1 January 2021 120,041 941,396 1,061,437
FEREF Profit for the year - 1,345,056 1,345,056
FRRNREEY A Total profit and comprehensive
income for the year 120,041 2,286,452 2,406,493
ERZF_ZEFRARE 2020 final dividend declared - (753,902) (753,902)
RZZEZ—F+ZHA=+—H8 At31December 2021 120,041 1,532,550 1,652,591
R-ZE-_—F—F—H At 1 January 2022 120,041 1,532,550 1,652,591
F R Profit for the year - 928,858 928,858
FREMREE=RE Total profit and comprehensive
income for the year 120,041 2,461,408 2,581,449
ER-ZF--FREAKE 2021 final dividend declared - (942,377) (942,377)
RZZZZF+=ZA=+—H At31 December 2022 120,041 1,519,031 1,639,072

50. AR BEBRNNTRR S

BREARBAR-_Z—LF+-A+=ZAK
A R0 B R 8] (TR B4R 81)) - X
NEEA S E B BE MBI LOFMEE
FrRBAWEIEFAS  EETER
REVMERE IN—BUE - BRFED E 2 E K
MEHE THOEGEME - EM e N2 AR
REBRMBRN SR ZRALL

B EEAE G192 8BYE  BFE
%(;‘FiﬂfTé%&ﬁﬂﬁﬂfjé%h9I\) .

REIRAE (BIERBLE  FlBrKe .
Eﬂ%ﬁﬂz%&fﬁ;ﬁtﬂ% E’J}\t o
MERAHEREAREEHE MR REE
AB) UREBEBAMBIEE DY A EELK
EEEMNKBERGEEVENEMEH
BT

50. SHARE BASED PAYMENT TRANSACTIONS

Pursuant to the share option scheme adopted by the Company on
12 December 2017 (the “Share Option Scheme”), the purpose of the
Share Option Scheme is to effectively retain and attract exceptional
talents through a further optimised remuneration structure, align the
interests of the employees and shareholders, and effectively motivate
both the management team and key employees, thereby fostering the
long-term development of the Company and maximising the interests
of the shareholders.

There are 199 incentive targets under the Share Option Scheme, who
are the directors (excluding non-executive directors and independent
non-executive directors), senior management (including general
managers, deputy general managers, heads of the finance department
and those personnel with such functions, board secretaries and other
senior management pursuant to the articles of association), and other
key employees whose management and technical skills may have a
direct impact on the results of operation and strategic development of
the Group.
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50.

51.

308

R BERNNRRS
(#&

EITERER D A S R A A RIMAEE
TS| (W) B H B IR GH B R TR 3T
1% 1 48 & H 113 1818 628,450,646 I AR
7 HEERIERND BT ZABRER
BREFHIAE LERBE B ARG D ET
IR0 HELEY 10% © IR EARERT &1 &R
BT RS R M) BARE PSR TR
DEBTBRBARRE B BITROEEDN
1% ° IRIRAR 10 BRRE AT &I R H A 5T 8 (0 )
BB M ARTTE 2 R BRI %
AITET s ESFHE 2RBEISBAEAR
AN E BT 2B RIE S 2 30% - 1
1538 B L PR B - BEAE AR ) BRAE A AR IR
B 15 B AT B R AN A BT fa] E A 5T B 5
Hjo

B tn vt 81 T B th BRI TR (EE /B
EFgEE THERTEESE : ()
MERER (BARZZB)REXAEA
WEXRTAIIZETE - RGO ERE
BEEBAAGERSHRBEXMEHR
BRI FHWTE - B0 IR &
HEELERARETFBAER  KRIFLR

Bt BRME S BIIE R S TTASLE ©

HE-_Z-_—_F+-A=+—HLFE"
I RS {7 HARE IR IR A 15 HARE AT B F AR -

HEB R R
BEEeON - TE-_=F="A=1+H#ER
RIET BT BIRE -

2022 F 3R EHBEEEARAR

50. SHARE BASED PAYMENT TRANSACTIONS

51.

(continued)

The total number of new shares that may be issued upon exercise
of the share options pursuant to the Share Option Scheme and all
other schemes of the Company (if any) shall not, in aggregate, exceed
628,450,646 shares, representing 10% of the Company’s total issued
shares as at the date on which the resolution approving the Share
Option Scheme is passed at the extraordinary general meeting. The total
number of new shares that may be issued in relation to the first grant
of the share options to the incentive targets under the Share Option
Scheme shall not exceed 1% of the Company’s total issued shares. The
limit on the number of securities which may be issued upon exercise of
all outstanding options granted and yet to be exercised under the Share
Option Scheme and other schemes (if any) shall not exceed 30% of the
relevant class of securities of the Company in issue from time to time,
and no share option may be granted under the Share Option Scheme
and any other schemes of the Company if this will result in this limit
being exceeded.

The exercise price of the share options under the Share Option Scheme
shall be determined by the board of directors, but shall not be less
than the highest of (i) the closing price of the Shares on the grant date
(which must be a trading day) as stated on the Stock Exchange’s daily
quotations sheet; and (i) the average closing price of the Shares for the
five (5) trading days immediately preceding the grant date as stated on
the Stock Exchange’s daily quotations sheets on the grant date. The
Share Option Scheme shall be valid for ten years from its effective date,
unless otherwise terminated pursuant to the terms therein.

No share option was granted under the Share Option Scheme during
the year ended 31 December 2022.

APPROVAL OF THE FINANCIAL STATEMENTS

The financial statements were approved and authorised for issue by the
board of directors on 30 March 2023.
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