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Corporate Profile
NG LR

Lee’s Pharmaceutical Holdings Limited (the "Company”, together with
its subsidiaries, the “"Group”, Hong Kong stock code: 950) is a research-
driven and market-oriented biopharmaceutical company with more than 25
years of operation in the pharmaceutical industry in the People’s Republic
of China (the “"PRC” or “China”).

The Group is fully integrated with solid infrastructures in drug
development, clinical development, regulatory, manufacturing, sales
and marketing based in Mainland China with global perspectives. The
Group has established extensive partnerships with over 20 international
companies and currently markets over 25 proprietary, generic and
licensed-in pharmaceutical products in Mainland China, Hong Kong, Macau
and Taiwan.

The Group focuses on several key disease areas such as cardiovascular,
woman health, paediatrics, rare diseases, oncology, dermatology and
obstetrics. It has more than 40 products under different development
stages stemming from both internal research and development as well as
from the licensing of development, commercialisation, and manufacturing
rights from various United States, European and Japanese companies.

The Group carries out its sales and distribution activities in Hong Kong,
Macau, Taiwan and Mainland China through Hong Kong and Taiwan
offices and branch offices in Guangzhou, Shanghai and Beijing with direct
and channel sales network covering most of the provinces and cities in
Mainland China, marketing both domestic self-developed and generic
products and overseas licensed-in products. Zhaoke Pharmaceutical
(Hefei) Co. Limited, a subsidiary of the Group, is currently operating the
manufacturing plant of the Group located in Hefei, Anhui Province of
the PRC, comprising four GMP-compliant workshops for the production
of topical gel, lyophilised powder for injection, small volume parenteral
solutions and eye gel. Zhaoke Pharmaceutical (Guangzhou) Limited, a
subsidiary of the Group, is currently operating the new manufacturing site
in Nansha District, Guangzhou of the PRC which include a complete range
of solid dosage production lines for the development and manufacturing of
tablets and capsules.

The mission of the Group is to become a successful biopharmaceutical

group in Asia providing innovative products to fight diseases and improve
health and quality of life.
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Currently, the Group has the following products in markets:

Corporate Profile
NCISEY

BAl AEEMTIERDET

Country Mainland
of origin China Taiwan Medical application
FR it FEIRM 688 BEAR
Proprietary products:
EREM:
* Livaracine® PRC v Blood clots and deep vein thrombosis
* (SZEF)® Ll MR R R ER AR AR ML
Yallaferon® PRC v Viral infection
(LHELR)® I REERRR
* Slounase® PRC 4 Hemostasis
* (IREEB)® FE R I
Eyprotor® PRC 4 Corneal ulcer
(BRE)® FE AEES
Licensed-in products:
SIEEM :
* Carnitene® Italy v Carnitine deficiency
* (AIEEE)® BAM RIESTHRZ fE
Aloxi® France Chemotherapy induced nausea and
vomiting
{Aloxi)® EE LB e RO S IR
Bredinin® Japan 4 Immunosuppression in renal
transplantation
(T RHE)® BA MHI B RS ENEE R E
Centraxal® Plus Spain Acute otitis media with tympanostomy
tubes
{Centraxal® Plus) FIRTF HEBEBEENSMHEREL
Dicoflor® Italy 4 Probiotics
{Dicoflor)® BEARF wER
Episil® Sweden v Oral mucositis pain
(FEE)® Tt ARMEAAR
Ferplex® Spain v Iron deficiency anemia
(GEER)® (i3 RGBT
Gaslon N® Japan 4 Gastric ulcer and gastritis
(EtEE)® BA BEBRER
Intrarosa® Canada Vulvovaginal atrophy
(Intrarosa)® meEX INRRRBELE
Levocarnitine oral Italy v Primary and secondary carnitine
solution deficiency
ERETORESR BAM [REM RAEBERE TR E
Mictonorm® Germany v Urinary incontinence
(Bmam)e = FREKEE
Natulan® Germany Stage III and IV Hodgkin’s disease
{Natulan)® 2E E-RENBEFT SR
Omacor® Norway Omega-3-acid ethyl esters
{Omacor)® 05 Omega-38 7 B;
Rasilez® Italy v Hypertension
(#BA)e BAM = M
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Corporate Profile

= o
NSITGINY
Market
W5
Country Mainland Hong
of origin China Kong Macau Taiwan Medical application
RRit HEIR i B# -5} A BEAZ
Readyfusor™ Germany 4 Post-operative pain management
(Readyfusor)™ =B e EmER
Sancuso® USA v Chemotherapy induced nausea and
vomiting
(E&mE)e e LB AL RIEH
Teglutik® Spain v Amyotrophic lateral sclerosis
{Teglutik)® (i34 W ZE R R
Trittico® Italy 4 v 4 Insomnia/Depression
(HhFrig)e BAM KR EE
Unidrox® Italy v v v Urinary tract infections and respiratory
tract infections
{Unidrox)® BAM WAPK B RE S B IR B R
VSL#3® Italy v 4 v/ Probiotics
(VSL#3)® BAM R
Zanidip® Italy v/ v Hypertension
(BET)P BAM =M
Zingo™ Hong Kong v v Topical local analgesics
(Zingo)™ 5 R AL
Generic products:
FRER
Treprostinil Injection PRC v Pulmonary arterial hypertension
AT e RIESTR F FibEDAK = B
Fondaparinux Sodium  PRC v Deep vein thrombosis
Injection
T ERT 80T 5TR H REB SR
Sodium Phenylbutyrate PRC v Urea cycle disorders
Granules
KT BshFERL FE REBREE
* In the National Drug Reimbursement List of the PRC & RABEERERE A
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Financial Highlights
BB HE

For the year ended
31 December
BE+-A=1+—HLEE

2021 2020 Change
ZE--F ke S 5 25
HK$'000 HK$'000
FHT FAT
Revenue W= 1,266,157 1,216,716 +4.1%
Gross profit EH| 806,284 781,066 +3.2%
Profit attributable to the owners of RATEHEE AEGRT
the Company 1,987,176 129,316 +1,436.7%
Equity attributable to the owners of the ZAAFHA AEGER
Company 2,464,578 2,149,795 +14.6%
HK cents HK cents
A4l il
Earnings per share ERAEN
Basic K 21.99 +1,435.2%
Diluted e 21.99 +1,434.1%
Dividend per share BRERE
Interim AR ER 2.7
Final REA 3.1
Total FE 5.8 +5.2%
Dividend payout ratio AR BIRATEE & 26.4%
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Financial Highlights
B E

REVENUE (HK$'000)

s (F7E7T)

1,266,157
1,216,716

1,218,913
1,137,626
1,008,522

Year
2021 FfE

2017 2018 2019 2020

EQUITY ATTRIBUTABLE TO THE
OWNERS OF THE COMPANY
(HK$'000)

ARBER ARG RERS(FET)

2,464,578
2,295,900
2,210,543 2,149,795 I
1,804,346
Year
2017 2018 2019 2020 2021 47
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PROFIT ATTRIBUTABLE TO THE
OWNERS OF THE COMPANY
(HK$'000)

RAREEARERF(FET)

1,987,176

418,269

232,559
125,553 129,316

Year
2021 FE

2017 2018 2019 2020

BASIC EARNINGS PER SHARE
(HK CENTS)

BREARZR (GBWL)
337.58
70.67
39.38
21.22  21.99
Year
2017 2018 2019 2020 2021 FE&



Five-Year Financial Summary

LFEUBRE

RESULTS E 35

For the year ended 31 December
BE+T-A=t—HLEE

2021 2020 2019 2018 2017
—B--f% ZTCZE —Z-hE —T-NE —T—tF
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TEx FAET TAET FHET FHET
Revenue Wz 1,266,157 1,216,716 1,218,913 1,137,626 1,008,522
Cost of sales HERK (459,873) (435,650) (420,657) (391,255) (326,118)
Gross profit £ 806,284 781,066 798,256 746,371 682,404
Other income A 102,323 150,587 75,694 52,069 31,756
Other gains and losses, net Hitas RESEFE 2,067,799 (57,588) (91,680) 239,156 20,753
Selling and distribution expenses HERDHER (366,439) (279,947) (251,759) (221,740) (214,150)
Administrative expenses TRER (297,265) (237,721) (239,088) (188,926) (157,186)
Net provision for expected credit BEERRERER
losses on financial assets BEFR (90,284) (1,180) (73) (6,823) (1,692)
Research and development expenses % RFHEER (243,835) (203,294) (149,945) (153,171) (85,057)
Profit from operations R 1,978,583 151,923 141,405 466,936 276,828
Finance costs B A (5,722) (6,472) (6,624) (4,710) (4,256)
Share of results of associates PMEBE AT EE (3,495) (11,414) (11,895) (15,842) (14,944)
Profit before taxation BRBATER 1,969,366 134,037 122,886 446,384 257,628
Taxation BE (9,482) (55,503) (59,541) (56,621) (54,689)
Profit for the year AEEHF 1,959,884 78,534 63,345 389,763 202,939
Attributable to: THIALHELS :
Owners of the Company /NIt 2PN 1,987,176 129,316 125,553 418,269 232,559
Non-controlling interests FerE iR (27,292) (50,782) (62,208) (28,506) (29,620)
1,959,884 78,534 63,345 389,763 202,939
FINANCIAL POSITION B AR R
As at 31 December
Rt=A=+-A
2021 2020 2019 2018 2017
=B=-fF S 23 —ENEF —T-N\F —T—tF
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
THER FHET TAT FHET THET
Non-current assets FEREEE 2,673,578 2,013,825 2,198,964 2,002,012 1,451,206
Current assets hBAE 963,320 1,239,096 1,441,277 1,004,541 873,318
Current liabilities MEARE (922,580) (944,049) (908,493) (676,825) (431,085)
Net current assets MEBEEFE 40,740 295,047 532,784 327,716 442,233
Non-current liabilities FREEE (323,156) (193,494) (254,310) (91,659) (96,507)
Net assets BEFE 2,391,162 2,115,378 2,477,438 2,238,069 1,796,932
Equity attributable to the owners of ~ AREEAA
the Company P 2,464,578 2,149,795 2,295,900 2,210,543 1,804,346
Non-controlling interests FeEfR R (73,416) (34,417) 181,538 27,526 (7,414)
Total equity i 2,391,162 2,115,378 2,477,438 2,238,069 1,796,932
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Chairman’s Statement
FEHRE

Dear shareholders,

On behalf of Lee’s Pharmaceutical Holdings Limited (the “Company”
or “"Lee’s Pharm”, together with its subsidiaries, the “"Group”) and its
board ("Board”) of directors (“Directors”), I am pleased to present the
annual report of the Company for the year ended 31 December 2021 (the
“Reporting Year”).

The Group’s profit attributable to the Company’s shareholders for the year
ended 31 December 2021 amounted to HK$1,987,176,000, compared
to HK$129,316,000 for the last year. Basic earnings per share were
HK337.58 cents, compared to HK21.99 cents for the last year. The Board
recommended the payment of a final dividend of HK3.1 cents per share
for the Reporting Year. Together with the interim dividend of HK3.0 cents
per share, the dividend for the full year will be HK6.1 cents per share,
compared to HK5.8 cents for the last year. Subject to the approval by the
Company’s shareholders at the forthcoming annual general meeting, the
final dividend will be paid on 15 June 2022.

We have experienced ups and downs during the Reporting Year, from the
prolonged impact from the COVID-19 pandemic, the regulatory changes
and tougher business environment, and the deteriorated capital market
sentiment. At Lee’s Pharm, we continue to work together as one team to
sail through the storm.

Despite these challenges, we successfully spun off and completed a
separate listing of Zhaoke Ophthalmology Limited (*ZKO") on the
Main Board of The Stock Exchange of Hong Kong Limited (the “Stock
Exchange”) in April 2021 and approximately HK$1.9 billion was raised in
the initial public offering. This was an important step for ZKO to further
its business development in the fast-growing ophthalmic drug market in
the mainland China by its own resources. Following the ZKO spun off, we
can stay focused to develop the businesses in other major therapeutic
areas. A one-time gain of approximately HK$2.3 billion attributable to
the derecognition of investment in ZKO as an associate of the Company
immediately after the separate listing was recognised during the Reporting
Year.

The Volume-Based Procurement ("VBP”) program has continued to rollout
across the country and cover more products which brought down prices
to public hospitals with volume commitments. During the Reporting Year,
we acted decisively to optimise our research and development ("R&D")
portfolio which enable us to limit our losses on unfavorable projects and to
enhance our resources allocation on our priortised projects.
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On the other hand, we have made good progress on our R&D activities
and some of our drug development efforts have started to pay off.
The Abbreviated New Drug Application (*fANDA"”) and Import Drug
License ("IDL") approvals of Fondaparinux Sodium Injection, Sodium
Phenylbutyrate Granules, Lidocaine Hydrochloride Powder Intradermal
Injection System, Nitric Oxide Gas for Inhalation and High Concentration
Treprostinil Injection, a total of 5 products, were obtained from National
Medical Products Administration ("NMPA") during the Reporting Year
and up to date, and the IDL approvals of Riluzole Oral Suspension and
Procarbazine Hydrochloride Capsule are expected to be obtained soon.
Together with Mizoribine Tablets which is in itself a marketable product
licensed-in during the Reporting Year, we have moved one big stride
forward towards a much broader product range with a wider array of
specialty pharmaceutical products.

Looking ahead into 2022, we have seen a volatile start to the year in a
still-complex business environment in China, with major issues such as
substantial geopolitical tensions, the risk of further dangerous COVID-19
variants, and uncertainty around inflation and policy paths.

Nevertheless, we will continue to react promptly to changing market
conditions, and to focus on the following measures to create growth
opportunities:

Implementing sales business unit responsibility scheme to reflect
contemporary needs and to achieve highly effective sales force;

- Expanding product portfolio from the standard drugs towards
specialty drugs;

S Implementing brand transformation of selected products to create
growth opportunities; and

- Optimising resources allocation among drug development programs.

We will closely monitor the situation and will continue to prudently manage
our resources, so as to well-position itself to meet the present challenges
and to deliver a solid performance in 2022.

Last but not least, I would like to express my sincere gratitude to
our shareholders, business partners, management and staff for their
unremitting confidence in and support for the Group. I would also like
to thank the Board of Directors for their efforts and contributions to the
Group’s expeditious business growth.

Lee Siu Fong
Chairman

Hong Kong, 29 March 2022
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Management Discussion and Analysis

BEEFNWE TN

BUSINESS REVIEW

Revenue and Profit

During the year ended 31 December 2021 (the “Reporting Year”), the
Group recorded revenue of HK$1,266,157,000 (2020: HK$1,216,716,000),
representing a year-on-year increase of 4.1%. Sales of licensed-in
products was HK$749,135,000 (2020: HK$677,951,000) and accounted
for 59.2% (2020: 55.7%) of the Group’s revenue while sales of proprietary
and generic products was HK$517,022,000 (2020: HK$538,765,000) and
contributed 40.8% (2020: 44.3%) of the Group’s revenue.

For the sales of licensed-in products, Carnitene® recorded a decent growth
of 15.0% as the demand for chronic disease medications remains intact;
Ferplex® achieved a robust growth of 29.1% through brand transformation
and expansion into the OTC category; other products such as Gaslon N®
and Sancuso® also made contribution to the revenue growth during the
Reporting Year; and Bredinin™, newly launched in third-quarter 2021,
also contributed approximately 2.8% to the revenue. As a result, despite
the revenue loss from the termination of distribution right of Zanidip® in
China, sales of licensed-in products still managed to achieve a growth of
10.5% as compared to last year.

The Group’s first generic product, Treprostinil Injection, registered
a remarkable growth of 87.3% as compared to last year. Another
two generic products, namely Fondaparinux Sodium Injection and
Sodium Phenylbutyrate Granule, have started making contribution to
the revenue during the Reporting Year. For the sales of proprietary
products, Yallaferon® achieved a robust growth of 51.2% through brand
transformation and expansion into the OTC category; and Slounase®
recorded a mild growth of 5.5%. However, these sales growth can only
helped partially offset the revenue loss of Livaracine® due to the market
disruption caused by the hospital relisting process as Nadroparin Calcium
for Injection. Sales of proprietary and generic products in total dropped
4.0% as compared to last year.

The Group achieved a gross profit of HK$806,284,000 (2020:
HK$781,066,000), an increase of 3.2% compared to last year. Gross profit
margin was 63.7% in 2021, slightly decreased by 0.5 percentage point
from 64.2% in 2020 which was mainly due to higher proportion of revenue
generated from the sales of licensed-in products.

The Group’s research and development ("R&D"”) expenses during the
Reporting Year represented new drugs development in major therapeutic
areas such as cardiovascular, woman health, paediatrics, rare diseases,
dermatology and obstetrics, as well as in the area of oncology under a
separate R&D arm within the Group.
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Management Discussion and Analysis

The Chinese government continued to implement a series of major reforms
to its drug pricing regulatory mechanisms. In particular, the Volume-Based
Procurement ("VBP”) program has continued to rollout across the country
and cover more products which brought down prices to public hospitals
with volume commitments. It is inevitable that such regulatory change
of this scale and scope creates uncertainty to the Group’s R&D portfolio.
After a review of the R&D portfolio, the Group decided to postpone
14 drug development programs and a one-time loss of approximately
HK$190.7 million attributable to the full impairment made in respect of
the licensing fee and development cost previously capitalised therefor was
recognised. In addition, a one-time loss of approximately HK$40.2 million
attributable to the full impairment for the licensing fee and development
cost previously capitalised for a launched oral antihypertensive product,
namely Rasilez®, was recognised due to the concern about its future
market and revenue potential in view of the lowered prices of competing
antihypertensive products after the completion of the fifth round of VBP
program.

Saved for the above, the Group continued to invest its R&D efforts in
new drugs development and HK$463,147,000 was spent in R&D activities
during 2021 (2020: HK$389,399,000), represented 36.6% (2020: 32.0%)
to the corresponding yearly revenue. Among which HK$243,835,000
(2020: HK$203,294,000) has been recognised as expenses and
HK$219,312,000 (2020: HK$186,105,000) has been capitalised as
intangible assets. In additions, HK$100,717,000 (2020: HK$111,139,000)
license fees for licensed-in products has been recognised as intangible
assets during 2021.

The Group implemented various measures to strengthen the existing and
exploring new distribution channels and preparing for the rollout of new
and upcoming products, and adequate resources have been deployed
thereto during the Reporting Year. Overall, the selling expenses to revenue
ratio was 28.9% in 2021, increased by 5.9 percentage points as compared
to 23.0% same period last year. As an example of such efforts, the Group
has achieved a speedy take-over of the Bredinin™ sales since July 2021
and realised the revenue of approximately HK$36.1 million in 2021.

During the Reporting Year, the Group recorded a net provision for
expected credit losses on financial assets of HK$90,284,000 (2020:
HK$1,180,000) which was mainly attributable to the full provision for
impairment on the advances of HK$90,838,000 (2020: Nil) made to
Powder Pharmaceuticals Incorporated (“PPI”), an associated company
of the Group. The financial assistance provided were used to support
PPI's business operation which included the production, development and
promotion of a powder intra-dermal injection system and the development
of a continuous glucose monitoring system. In view of the recent sharp
downturn in biotech capital market which leads to a less certain path
to new funding on developing stage projects, the Group decided not to
extend the advances thereto upon the expiry. Meanwhile, the Group will
continue to monitor the progress of PPI product developments and to seek
a settlement on the amount which had fallen due but remained unpaid.
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Management Discussion and Analysis
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Together with a one-time gain of approximately HK$2.3 billion
attributable to the derecognition of investment in Zhaoke Ophthalmology
Limited ("ZKO”, stock code: 6622.HK) as an associate of the Company
immediately after the separate listing of ZKO on 29 April 2021, net profit
attributable the owners of the Company in 2021 was HK$1,987,176,000,
increased by approximately 14.4 times as compared to last year.

Manufacturing Facilities and Production
Capability

During the Reporting Year, the Group achieved good progress in
production capacity expansions and manufacturing facility upgrades of
Yallaferon® and Livaracine® as well as the technology transfer of certain
new products in the form of oral lyophilised powder and liposome in Hefei
site. In Nansha site, the GMP production lines of Tecarfarin tablet and
Nokxaban tablet have been completed and the making of clinical samples
have been done. The equipment installation and commission for the
manufacturing of inhaled pharmaceutical aerosols has been completed
and the making of clinical samples has also been done. The equipment
installation and commission for the productions of oral cytotoxic drugs and
continuous glucose monitor were completed, and both facilities are ready
for making clinical samples and/or registration batch.

Drug Development

To date, the Group has over 40 projects in its pipeline from early- to
late-stage development. The applications made in the prior year for
Import Drug License (“IDL"”), such as Natulan®, and Teglutik®, and for
Abbreviated New Drug Application ("ANDA"”), namely Azilsartan, and
Apremilast tablet (P K% ), are under review by the Centre for Drug
Evaluation (the "CDE"”). The New Drug Application ("NDA") for Adasuve®
made in the prior year has been officially accepted by the China’s National
Medical Products Administration ("NMPA").

During the Reporting Year and up to date, measurable progress has been
made in various clinical programs.

Major Therapeutic Areas

The Group is currently developing several assets in major therapeutic
areas, such as cardiovascular, woman health, paediatrics, rare diseases,
dermatology and obstetrics, which includes late-stage programs such as
(1) Cetraxal® Plus for acute otitis externa (AOE) and acute otitis media
with tympanostomy tubes (AOMT); and (2) Intrarosa® in the treatment of
vulvovaginal atrophy (VVA), both of which are already in Phase III clinical
trial stage. On the other hand, the ANDA of High Concentration Treprostinil
Injection (20ml:50mg) has been accepted for review by NMPA in February
2021 and subsequently approved on 9 March 2022.
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Management Discussion and Analysis

Oncology Pipeline

China Oncology Focus Limited ("COF”), a 65% owned subsidiary of the
Group, is a clinical development stage company and the Group’s R&D
arm focused on oncology with emphasis in immuno-oncology. To date,
COF has built a pipeline of 10 oncology assets, including 6 innovative
and 4 generics, through internal development and in-licensing, and is
currently developing several assets, including (1) Socazolimab (an anti-
PD-L1 antibody) in recurrent or metastatic cervical cancer in new drug
application stage in China; (2) Socazolimab in osteosarcoma in Phase
III clinical trial; (3) Socazolimab combined with chemotherapy in small
cell lung cancer in Phase III clinical trial; (4) Zotiraciclib, an oral multi-
kinase inhibitor in Phase I clinical trial for glioblastoma; (5) Gimatecan, a
topoisomerase I inhibitor in Phase II clinical trial for ovarian cancer and in
Phase Ib/II clinical trial for small cell lung cancer and a Phase I clinical trial
for pancreatic cancer in China; and (6) Socazolimab combined with Pexa-
vec (oncolytic virus) which is in Phase Ib clinical trial for melanoma.

During the Reporting Year and up to date, the Group obtained 5 ANDA and
IDL approvals from NMPA.

Fondaparinux Sodium Injection

On 2 February 2021, Fondaparinux Sodium Injection (0.5 ml: 2.5 mg),
a drug indicated to prevent deep vein thrombosis (DVT; a blood clot,
usually in the leg), which can lead to pulmonary embolism (PE; a blood
clot in the lung), in people who are having hip surgery, hip or knee
replacement, or abdominal surgery, obtained approval for manufacturing
and marketing from the NMPA. Fondaparinux sodium is a synthetic and
specific inhibitor of coagulation activated factor X (factor Xa) with high
bioavailability, fast acting and longer half-life. It has no effect on factor
IIa, and has low bleeding adverse event. It inhibits only free factor Xa but
not factor Xa bound to the prothrombinase. Use of fondaparinux does not
require monitoring of PT (prothrombin time) and aPTT (activated partial
thromboplastin time). The short chain length of fondaparinux sodium
results in devoid of immunogenicity. It does not interact with platelet and
does not induce thrombocytopenia. It has no hepatotoxicity and has less
allergic reactions.
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Sodium Phenylbutyrate Granules

On 13 May 2021, the Drug Registration Certificate for Sodium
Phenylbutyrate Granules (specification: 150g/bottle, containing 0.94g
Sodium Phenylbutyrate for every 1g) developed and manufactured
by Zhaoke Pharmaceutical (Guangzhou) Company Limited (*Zhaoke
Guangzhou”), a wholly-owned subsidiary of the Company, has been
obtained from the NMPA. Sodium Phenylbutyrate is used as an adjuvant
treatment for long-term treatment on urea cycle disorders patients
resulting from carbamoyl phosphate synthetase deficiency, ornithine
transcarbamylase deficiency or argininosuccinate synthetase deficiency.
It is applicable to new-born babies (born less than 28 days) with
profound biotinidase deficiency and to patients with a history of late onset
hyperammonemia brain dysfunction (partial biotinidase deficiency, born for
more than one month). The Sodium Phenylbutyrate Granules developed
and manufactured by Zhaoke Guangzhou is the first generic version in
China. As there is no original Sodium Phenylbutyrate available for sale in
China, the Group’s Sodium Phenylbutyrate Granules would address the
unmet medical needs in China.

Zingo®

On 1 March 2022, the Drug Registration Certificate for Zingo® (Lidocaine
Hydrochloride Powder Intradermal Injection System) has been obtained
from the NMPA. Zingo® is an amide local anesthetic indicated for use on
intact skin to provide local analgesia prior to venipuncture or peripheral
intravenous cannulation in children 3-18 years of age and to provide
topical local analgesia prior to venipuncture in adults. The rapid onset of
analgesia in 1-3 minutes provides care givers and patients the opportunity
for a pain-free and needle-free access procedure.

INOmax®

On 8 March 2022, the Drug Registration Certificate for INOmax® (nitric
oxide gas for inhalation) has been obtained from the NMPA. INOmax® is a
therapy for the treatment of hypoxic respiratory failure ("HRF”) associated
with pulmonary hypertension ("PPHN") in term and near-term infants
greater than 34 weeks gestational age. PPHN is a serious condition in
which blood vessels in the lungs constrict, making it difficult to oxygenate
blood, often resulting in HRF. INOmax® is a vasodilator which selectively
relaxes pulmonary blood vessels and, in conjunction with ventilatory
support and other appropriate agents, improves oxygenation in this fragile
newborn population.
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High Concentration Treprostinil Injection

On 9 March 2022, the Drug Registration Certificate for High Concentration
Treprostinil Injection (specification: 20ml:50mg) developed and
manufactured by Zhaoke Pharmaceutical (Hefei) Company Limited, a
wholly-owned subsidiary of the Company, has been obtained from the
NMPA.

Business Partnership

The in-licensing approach is the Group’s preferred mode of business
development strategy. Nevertheless, the Group has remained selective
in entering new in-licensing deals. Only 1 licensing deal has been
entered into during the Reporting Year. On 15 June 2021, the Group
successfully entered into a license agreement with Asahi Kasei Pharma
Corporation, a Japan-based company, pursuant to which the Group was
awarded the exclusive license to commercialise Bredinin™ (generic name:
mizoribine) for the indication of suppression of rejection reaction in renal
transplantation in Mainland China. Bredinin™ was first launch in China in
1999 and has already established a decent market presence within the
patient population. In addition, supplemental new drug application (sNDA)
for the additional indications such as lupus nephritis (LN) and nephrotic
syndrome (NS) were submitted to NMPA in June 2020.

Corporate Development

On 29 April 2021, the Group’s investment in ZKO has been successfully
listed on the Main Board of The Stock Exchange of Hong Kong Limited
("HKEx") at HK$16.80 per ZKO share and raised approximately
HK$1,932.3 million. Upon the listing of ZKO, ZKO ceased to be an associate
of the Company since the Group will not exercise significant influence over
the operations thereof and is accounted for as financial assets at fair value
through other comprehensive income for financial reporting purposes. The
Group has recorded a one-time gain of approximately HK$2.3 billion in the
Company’s consolidated statement of profit or loss on this derecognition of
investment in ZKO as an associate of the Company in the second quarter
of 2021.
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FINANCIAL REVIEW

Revenue and Net Profit Attributable to the
Owners of the Company

The Group’s revenue increased on a year-on-year basis by HK$49,441,000
or 4.1%, from HK$1,216,716,000 in 2020 to HK$1,266,157,000 in 2021.
During the Reporting Year, the sales of proprietary and generic products
decreased 4.0% and the sales of licensed-in products increased by 10.5%.

Revenue Wz
Proprietary and generic products B M RER
Licensed-in products SIHEER

Total “aEt

Net profit attributable to the owners of the Company increased by
1,436.7% from HK$129,316,000 in 2020 to HK$1,987,176,000 in 2021.

Gross Profit Margin

Gross profit margin for the Reporting Year was 63.7%, slightly decreased
by 0.5 percentage point as compared with year 2020 which was mainly
due to higher proportion of revenue generated from licensed-in products.

Other Income

Other income for the Reporting Year was HK$102,323,000, a decrease of
32.1% as compared to corresponding period of last year. Other income
included development grants from local government, rental and utilities
income, and research and development service income. Other income in
the year 2020 included certain one-off items such as compensation income
for the early termination of the license and supply agreement of Zanidip®,
and government grant in respect of COVID-19-related subsidies.

Other Gains and Losses, Net

Other gains and losses recorded a net gain of HK$2,067,799,000 for the
Reporting Year which was mainly attributable to the HK$2.3 billion gain
on deemed disposal of interest in associate ZKO, and impairment loss
recognised in respect of intangible assets of HK$230,509,000.

Selling and Distribution Expenses

Selling and distribution expenses for the Reporting Year recorded an
increase of 30.9% as compared to the corresponding period of last year to
HK$366,439,000, representing 28.9% of the Group’s revenue, increased
by 5.9 percentage points as compared with 23.0% that of in the prior
year. The Group continued to deploy adequate resources to strengthen the
existing and exploring new distribution channels, and on the preparation
for the roll-out of new products.
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Administrative Expenses

Administrative expenses for the Reporting Year increased by 25.0% or
HK$59,544,000, from HK$237,721,000 in year 2020 to HK$297,265,000
in 2021, and accounted for 23.5% of the Group’s revenue for the
Reporting Year, increased by 4.0 percentage points from 19.5% in 2020.

Research and Development Expenses

Research and development expenses for the Reporting Year increased
by HK$40,541,000 as compared with the corresponding year to
HK$243,835,000, and accounted for 19.3% of the Group’s revenue,
increased by 2.6 percentage points as compared with 16.7% that of in
the prior year. Together with the capitalised research and development
costs of HK$219,312,000 (2020: HK$186,105,000), the amount spent
in research and development activities during the Reporting Year was
HK$463,147,000, increased by HK$73,748,000 or 18.9% as compared
with the corresponding year.

Taxation

Income tax expense for the Reporting Year decreased by HK$46,021,000
as compared with the corresponding period of prior year to HK$9,482,000.
The Group’s effective tax rate was approximately 0.5% during the
Reporting Year, decreased by 40.9 percentage points as compared with
41.4% for the prior year. More one-off items not subject to tax lower the
effective tax rate in current year.

Investments Held

As at 31 December 2021, the Group’s investment portfolio amounted to
approximately HK$1,043,464,000 (31 December 2020: HK$421,690,000)
as recorded in the consolidated statement of financial position under
various categories including:

- interests in associates which are accounted for by using equity
method;

- financial assets at fair value through profit or loss ("FVTPL"); and

- financial assets at fair value through other comprehensive income
("FVTOCI").

Changes in respective items in the consolidated statement of financial
position have been disclosed in the notes to the consolidated financial
statements in this annual report.
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Management Discussion and Analysis

B E & am Mo

Details of the significant investments in the portfolio under financial assets RZE=Z—F+-F=+—HNYPBKEER NMEEHEE
as at 31 December 2021 are as follows: WERREFENT -
Approximate
percentage to Changes in
Approximate the Group’s fair value
investment Fair value audited total during the
cost as at as at assets as at year 2021
31 December 31 December 31 December (Decrease)
Description of investment 2021 2021 2021 Increase
AEE
R=ZB=—F
R-B=—F REB=—F +=A=+-—H ZE-FEAN
+=B=+—H +=B=+-—H NEREREEAE NEERE
REFE HIBER IR E A MR FE WMABED ORLA) 18 0
HK$'000 HK$'000 HK$'000
FHET FHET FHET
Zhaoke Ophthalmology Limited (Note 1) 2,321,626 787,695 21.7% (1,533,931)
JKEHREIER AT (FiEEL)
Other financial assets at FVTOCI (Note 2) 652,597 219,022 6.0% (172,675)
Hib i N FEEBE M EmREHIR
s EEME2)
Total financial assets at FVTOCI 2,974,223 1,006,717 27.7% (1,706,606)
BRATEEAEMEENGRIIRNM B EERE
Financial assets at FVTPL (Note 2) 28,062 30,480 0.8% (21,827)
BRATFEBRERYIROMBEEPTE2)
Total financial assets 3,002,285 1,037,197 28.5% (1,728,433)
M EELRE
Note 1:  Zhaoke Ophthalmology Limited (“ZKO") is an ophthalmic pharmaceutical MiaEl : JKRIRBIBR AR ([RMRR ) R —HREBBE R

Note 2:

company listed on the Main Board of The Stock Exchange of Hong Kong
Limited (stock code: 6622) and is principally engaged in the research,
development and commercialisation of therapies that address significant
unmet medical needs in eye diseases market. The Group directly held
138,192,000 shares of ZKO, representing 25.5% of the total issued shares
of ZKO as at 31 December 2021. During the Reporting Year, the Group did
not receive any dividend income from ZKO. The Group takes a longer-term
view on this investment as ZKO is still a pre-revenue biotech company.
The Group will closely monitor the progress of the clinical development
programs of ZKO.

None of the carrying amount of each of the financial assets therein
constitutes 5% or more of the Group’s total assets as at 31 December
2021.

The Group will closely monitor the performance of its investment portfolio
and will continue to invest strategically, and will explore opportunities in
monetising some of the existing investments if appropriate opportunities
in the market arise.

Save as disclosed above, the Group did not have any significant
investment as at 31 December 2021.
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Management Discussion and Analysis

Liquidity and Financial Resources

The Group’s principal sources of working capital in the current year mainly
included cash flow from operating activities and bank borrowings.

As at 31 December 2021, the Group’s current ratio (current assets
divided by current liabilities) was 1.04 (31 December 2020: 1.31). As at

HrIE u—JLnHH& Tﬁ

REBELT R BER

AEEBRRFENFELBEESNREIERELEES
MRS REMRITIEE -

RIBZ—F+-A=+—0 AEENORPLE(OR
PEERURBDEEBE)RL.04(CE_TF T+ _A=+—

31 December 2021, the Group had net cash position of HK$30,899,000 H :1.31) - R=_ZE-_—F+_A=+—H AKEK
(31 December 2020: net cash of HK$297,183,000) which represented by iﬁ%@%ﬁﬂtﬁﬁw 899,000 (=T _TF+—8
below: =+—H : B&/F%297,183,000/E L) * HMTATR :
2021 2020
Net cash position REBEMR —g=——F —ETF
HK$'000 HK$’000
T FAT
Cash and bank balances & RIBTTHER 277,529 375,199
Pledged bank deposits EEMIRITIER = 24,025
Time deposits TEHATFR - 39,336
Less: Bank borrowings o RITEE (246,630) (141,377)
30,899 297,183

The calculation of Group’s gearing ratio based on the net borrowings (after
deducting cash and bank balances) to equity attributable to the owners of
the Company was Nil as at 31 December 2021 (31 December 2020: Nil).

Taking into consideration the existing financial resources available to
the Group, it is believed that the Group should have adequate financial
resources to meet its operation and development requirements in the
future.

Treasury Policies

The Group adopts a conservative approach towards its treasury policies.
The Group strives to reduce exposure to credit risk by performing ongoing
credit evaluations of the financial conditions of its customers. To manage
liquidity risk, the management of the Group closely monitors the Group’s
liquidity position to ensure that the liquidity structure of the Group’s assets,
liabilities and commitments can meet its funding requirements.

Foreign Exchange Exposure

Currently, the Group earns revenue and incurs costs mainly in Renminbi,
Hong Kong dollars, European Union euro, Japanese Yen, New Taiwan
dollars and United States dollars. The Directors believe that the Group
does not have foreign exchange problems in meeting its foreign exchange
requirements. The Group will continue to monitor closely its foreign
currency exposure and to consider hedging significant foreign currency
exposure when necessary.

AEBEANEEFEHBRAS RRITERR)BAQ
BEAEGLESHENEERBERR -_E-_—F+= ﬁ!
=+ RAE(CE_EFt-_A=+-RB:%)-
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Management Discussion and Analysis

B E & am Mo

Pledge of Assets

Details of the pledge of assets of the Group as at 31 December 2021 are
set out in note 41 to the consolidated financial statements.

Contingent Liabilities

Details of the contingent liabilities of the Group as at 31 December 2021
are set out in note 42 to the consolidated financial statements.

Employee Information

As at 31 December 2021, the Group had 1,319 (31 December 2020: 1,302)
employees working in Hong Kong, Mainland China and Taiwan.

The Group’s emolument policies are formulated on the performance
of individual employees and based on the trends of salaries in various
regions, which will be reviewed regularly every year. Apart from
mandatory provident fund scheme, retirement benefit scheme and
medical insurance, employees share options may also award to employees
according to the assessment of individual performance.

PROSPECT

The Group remains of the view that the long-term prospect for the China
pharmaceutical market is promising in terms of the growth of total health
spending in the region, but the tough business environment due to
regulatory changes will be persisted in 2022.

It is expected that the Chinese government will continue to promote
medical pricing reform to increase the coverage of the National
Reimbursement Drug List (NRDL) and VBP program to eventually achieve
“the domestics to replace the imports” goal, to control price rises in
drugs and medical consumables, and to increase the efficiency of medical
insurance fund usage in 2022, which has been particularly evident by the
annual meetings of the National People’s Congress (NPC) and the Chinese
People’s Political Consultative Conference (CPPCC) commenced in March
2022. As stated in the Government Work Report, it is expected that the
VBP program will continue and may cover over 300 drugs by the end of
2022. And in fact, the National Centralised Procurement Office has already
issued a Notice to Report Information of the seventh round of VBP in
February 2022 for another 58 drugs.

While it is believed that the Group will be eventually benefited from these
new laws and regulations in the long run, nevertheless, the Group will
implement a series of measures to adapt to the “new normal” and to
emphasis efficiency at every step of the value chain, particularly in key
areas such as sales and R&D, after taking the present conditions into
consideration.
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Management Discussion and Analysis

Currently, the Group have six business units: (1) CardioRenal; (2)
Gynecology, Paediatric and Dermatology; (3) Rare Disease; (4) Oncology;
(5) Retail Sales; and (6) General Products, and are managed by the Group
Commercial Operations Centre, and the Group will continue to enhance
the existing sales business unit responsibility scheme in order to reflect
contemporary needs and to achieve highly effective sales force.

In view of the trend of the ongoing VBP program in China, it is expected
that sales of standard drugs will remain the Group’s bread and butter,
and the sales of specialty drugs which focus on specific unmet medical
needs and with better bargaining power over its pricing could become the
Group’s new growth drivers. From the launch of Treprostinil Injection for
pulmonary arterial hypertension in March 2020, Sodium Phenylbutyrate
Granules for urea cycle disorders in May 2021, and Bredinin™ for
immunosuppression in renal transplantation in June 2021, and the recent
approval of High Concentration Treprostinil Injection in March 2022, the
Group has gradually expanded its product portfolio from the standard
drugs towards specialty drugs. In addition, the NDA approvals of Teglutik®
(Riluzole Oral Suspension) for the treatment of Amyotrophic Lateral
Sclerosis (ALS) and Natulan® (Procabazine Hydrochloride Capsule) for the
treatment of cancer are expected to be obtained soon. With more new
products coming in 2022 and beyond, the Group aims at advancing its
product portfolio to create growth opportunities.

To maximise the value of our existing products will be another way to
create growth opportunities. Selected products such as Ferplex® and
Yallaferon® have been undergoing brand transformation and expanding
into the OTC category and have already yielded some impressive initial
results in 2021. The Group will continue to carry out these processes and
look forward to the further success in 2022.

In connection with R&D, the Group is envisaged that more focus will be
placed on prioritised projects, and the allocation of resources among
various R&D projects will be optimised and the expenditures will be kept
within the limits of revenues.

The Group is financially stable with strong governance. It is believed that
the above-mentioned measures can bring the Group back to a growth
trajectory and can create value for the shareholders over the long run.
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Directors and Key Personnel Profiles

EENRTEAEREE

EXECUTIVE DIRECTORS

Lee Siu Fong

Chairman, chairman of nomination committee and member of
management committee, aged 65

Ms. Lee Siu Fong joined the Group in April 1997 and has since been
responsible for the Group’s financial affairs. She is an entrepreneur and
had since 1992 established and run several companies with primary
responsibility in financial affairs. She is the sister of Ms. Leelalertsuphakun
Wanee and Dr. Li Xiaoyi.

Leelalertsuphakun Wanee

Managing Director, Chief Marketing & Sales Officer, member of
remuneration committee and chairman of management committee,
aged 68

Ms. Leelalertsuphakun Wanee joined the Group in April 1997. She was
appointed the Chief Marketing & Sales Officer in September 2003 and has
been responsible for the Group’s sales and marketing activities since then.
She is the sister of Ms. Lee Siu Fong and Dr. Li Xiaoyi.
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Directors and Key Personnel Profiles

NON-EXECUTIVE DIRECTORS
Li Xiaoyi
Senior adviser, aged 59, PhD

Dr. Li Xiaoyi holds a PhD in Pharmacology from the University of Illinois at
Chicago and was a postdoctoral fellow with Parke-Davis Research Division
of Warner-Lambert company in the United States. He is an Honourary
Fellow and Adjunct Professor at the Hong Kong University of Science
and Technology. He was appointed as a member of the Chinese People’s
Political Consultative Conference of Anhui Province in China in January
2018. He is the founder of the Group and has been responsible for the
daily operations and research and development of the Group since 1994 to
April 2021. He has been re-designated to a non-executive director of the
Company and serve as a senior adviser to the Company on 29 April 2021.

James Charles Gale
Aged 71

Mr. James Charles Gale joined the Board on 2 January 2022. He obtained
a master’s degree in Business Administration from the University of
Chicago. He is the co-founder and managing director of Signet Healthcare
Management LLC (“Signet”), a private equity firm based in New York City.
Founded in 1998, the firm provides growth equity to commercial-stage
life sciences companies. He serves on the board of directors of a number
of Signet portfolio companies including Advantice Health LLC, Ascendia
Pharmaceuticals Inc, Bionpharma Inc (Chairman), Chr Olesen Synthesis
A/S, Leon-nanodrugs GmbH, Pharmaceutics International, Inc and RK
Pharma Inc. He is also on the board of two public companies: Knight
Therapeutics Inc (TSX: GUD) and Hyloris Pharmaceuticals SA (Euronext:
HYL).
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Directors and Key Personnel Profiles
EENTEANEBRERE

INDEPENDENT NON-EXECUTIVE
DIRECTORS

Chan Yau Ching, Bob

Chairman of audit committee, member of remuneration committee
and member of nomination committee, aged 59, PhD, MBA, BBA,
CFA, MHKSI

Dr. Chan Yau Ching, Bob joined the independent Board on 14 January
2002. He has extensive experience in corporate development and
financial management of high-growth companies. He had been a finance
professor, researcher and consultant. He had also served directorship
at various listed and privately held companies in Hong Kong and in the
United States. He was appointed as the independent non-executive
director of Hangzhou Huaxing Chuangye Communication Technology
Co., Ltd., which is a listed company on the Shenzhen Stock Exchange,
from December 2018 to November 2020. Currently, he is the managing
director of KBR Capital Limited, a company engaged in advising clients on
management and investment activities in China and Hong Kong. He is also
the independent non-executive director of China High Speed Transmission
Equipment Group Co., Ltd. and Daisho Microline Holdings Limited, which
are listed companies on the Main Board of The Stock Exchange of Hong
Kong Limited (the “Stock Exchange”). He does not have any relationship
with any Director, substantial shareholder or controlling shareholder of the
Company.

Lam Yat Cheong

Member of audit committee, aged 60, CPA (Practising), FCCA, BBA

Mr. Lam Yat Cheong joined the independent Board on 1 July 2004. He
is a sole proprietor of an audit firm and has over 30 years of auditing
and accounting experience. He is a fellow member of the Association
of Chartered Certified Accountants and the Hong Kong Institute of
Certified Public Accountants. He had also served directorship at various
listed companies in Hong Kong. He does not have any relationship with
any Director, substantial shareholder or controlling shareholder of the
Company.
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Directors and Key Personnel Profiles
EENTEANEBRER

Tsim Wah Keung, Karl BER

Chairman of remuneration committee, member of audit committee FMZEESIF  BFXZESREREREZEERE
and member of nomination committee, aged 63, PhD, MPhil, BSc 635 ' PhD, MPhil, BSc

Dr. Tsim Wah Keung, Karl joined the independent Board on 20 September EZERIEBE+LHR _ZENEAA - +AMABIEES -
2004. He currently serves as Chair Professor of Life Science at the Hong HERMABEBRIRASLGRSMEELR  BEES
Kong University of Science and Technology. He holds a Bachelor of Science X AKZ\EFMNILEE+ B KAWL ERTEMIA K
degree and a Master degree in Biochemistry from The Chinese University  fIfBAZ2ERN D FHKEMSFE LB - HEHKREL
of Hong Kong, and a Doctorate in Molecular Neurobiology from the HEEBEVREBREFPLENRN - MAXBZ AR
University of Cambridge. He has published numerous articles in biological EEE#&TE(EARBREANERZESNKE - RER
sciences and traditional Chinese medicines. He also serves in several local ~AFMEAIEE - B E SRR AT EE M REIE -
committees in advising the development of traditional Chinese medicine as

health food products. He does not have any relationship with any Director,

substantial shareholder or controlling shareholder of the Company.

SENIOR MANAGEMENT SREBEAR
Chow Yiu Ming ghiEe
Group Chief Financial Officer & Company Secretary, aged 48 SEMBEERNRWE > 485

Mr. Chow Yiu Ming joined the Company in October 2014 and is responsible  #RALAER T —UFE+AMBARAR - BEAREE
for the accounting and corporate finance functions of the Group. He has VB REEV R R % MBERERDE
over 25 years of experience in accounting, auditing, financial management  ¥§& T HEEE R — T REMNEER - ENBEAAFF
and corporate finance. Prior to joining the Company, he had held several HEZRESLZH EHRLAQTEEEE - BARES
senior positions with listed and private companies in Hong Kong. He is HARGHMASEREE  FEQTHACEENRTE
a fellow member of the Association of Chartered Certified Accountants, HFEZZEEREE - HIBAEBARBEENTIEEE
a member of the Hong Kong Institute of Certified Public Accountants, 2124 FEeithii’ ITHERIASHESH
and a fellow member of the Hong Kong Institute of Directors. He holds  Z32EE+E( - I AER(FE)ZERAERAE(—H
a Bachelor of Business Administration degree, majoring in Accounting  BXXFTER ERAR) KB IEMITES -

and Finance, from the University of Hong Kong and a Master of Science

in Professional Accountancy degree from the University of London. He

is also an independent non-executive director of Fortune Sun (China)

Holdings Limited which is a listed company on the Main Board of the Stock

Exchange.
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Directors and Key Personnel Profiles
EENTEANEBRERE

Jiao Zhongyu

Group Deputy General Manager and General Manager of the Risk
Control Centre, aged 52

Mr. Jiao Zhongyu was appointed as the legal adviser of PRC investment
by the Group in 1999 in his capacity as a practising lawyer in PRC. He
has been appointed as the director of Zhaoke Pharmaceutical (Hefei) Co.
Limited (“Zhaoke Hefei”) since 2010 and has extensive experience in the
government affair and legal affairs. In 2012, he has been appointed as
the Chief Officer of the enterprise development department thereof and
responsible for the Group’s strategic planning and development. The Group
established the risk control centre in 2020 and he has been appointed
as the General Manager. He is responsible for the daily operations of the
Group’s legal department and the compliance and audit department.

Tsui Victor Kailok

Chief Manufacturing Officer, Licensed Professional Engineer, aged
55, P.E. MSc

Mr. Victor Tsui graduated from The Hong Kong Polytechnics University
and University of Wisconsin with a master degree in Engineering. Before
joining the Group, he worked for various pharmaceuticals companies in
the United States for over 25 years and was responsible for production
management. He joined the Group in 2009 as Chief Operating Officer of
Powder Pharmaceuticals Incorporated (“PPI”, an associated company of
the Group). He has been appointed as Chief Manufacturing Officer of the
Group since 2012 to oversee the Group’s manufacturing operations. He
has also been appointed as director of PPI since 22 March 2013.

Yang Zhonggqiang

Executive Deputy General Manager of Zhaoke Pharmaceutical
(Hefei) Co. Limited, aged 47

Mr. Yang Zhonggiang holds a master’s degree in Pharmaceutical
Engineering from Shandong University and has a practicing pharmacist
certification. He has been working for the Group for more than 20
years, and has been working in the Department of Research and
Development of New Drugs and Quality Department of Zhaoke Hefei. He
has extensive experience in the research and development of new drug,
project management and quality management. He had served as the
quality authorised person of Zhaoke Hefei since 2012 to oversee the its
drug quality management and protection works. In 2017, he has been
appointed as the Executive Deputy General Manager of Zhaoke Hefei.
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Directors and Key Personnel Profiles

Sun Yuanjue
Chief Medical Officer, aged 47

Mr. Sun Yuanjue holds a bachelor’s degree of medicine in clinical medicine
from Shanghai Medical University (now known as Shanghai Medical
College, Fudan University) and a master’s degree of medicine in oncology
from the Second Military Medical University (now known as Navy Medical
University). He is a licensed Physician in China and has over 20 years’
experience in clinical oncology. Before joining the Group, He served as
the Chief Physician of Medical Oncology at Shanghai Fengxian District
Central Hospital since 2016, and he also served as the President of
Shanghai Fengxian District Guhua Hospital during the period from July
2020 to June 2021. Prior to that, he served as Associate Chief Physician
of Medical Oncology at Shanghai Sixth People’s Hospital and has extensive
experience in medical knowledge and clinical trial for new drugs. He
had joined several academic groups as committee members, including
China Anti-cancer Association (Sarcoma) and Chinese Society of Clinical
Oncology (Sarcoma Specialist). He joined the Group since September
2021 as the Chief Medical Officer, responsible for formulating medical
strategies and product development for the Group’s product introductions,
formulating product development strategies, facilitating and accelerating
product commercialisation process, and taking charge of medical affairs,
drug registrations and compliance matters for pipeline products.

Sun Guorui

General manager of the Group Commercial Operations Centre,
aged 50

Mr. Sun Guorui graduated from Sichuan University with a bachelor's
degree in engineering and a master's degree in business administration
from Peking University. Before joining the Group, he worked in a number
of internationally renowned pharmaceutical companies, including Bayer
Pharmaceuticals, Merck & Co., Ltd., Beijing Novartis Pharmaceutical Co.,
Ltd., etc. He has more than 20 years of sales management experience
in the pharmaceutical industry and rich experience in handling national
marketing business and leading a large-scale marketing team. He joined
the Group since September 2020 as the general manager of the Group
Commercial Operations Centre ("GCOC"), responsible for the development
and management of the GCOC.
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Directors and Key Personnel Profiles
EENTEANEBRERE

Zhang Zeyun

Deputy General Manager of the Group Commercial Operations
Centre and Executive Deputy General Manager of Guangzhou
Zhaoke Lian Fa Pharmaceutical Limited, aged 41

Mr. Zhang joined the Group in October 2018 and is responsible for
the business management of the Group's direct sales team in China.
He graduated from Guangzhou University of Chinese Medicine with a
bachelor degree in Chinese Medicine. Before joining the Group, he worked
for several multinational pharmaceutical and healthcare companies
in China for over 15 years and was responsible for sales and market
access management. In March 2019, he was appointed as Commercial
Operations Director of the Group and Executive Deputy General Manager
of Guangzhou Zhaoke Lian Fa Pharmaceutical Limited (*Zhaoke Lian
Fa”), and is responsible for the commercial operations of the Group and
the daily operations management of Zhaoke Lian Fa, such as rationalise
marketing format innovation, responsible for the Group market access
department, establish non-medical market sales team, and responsible
for overall operations management of the oncology products marketing
team. He has been appointed as Deputy General Manager of the GCOC in
October 2020.

Fang Ling

Corporate Culture and Public Relations Director of the Group, aged
53

Ms. Fang Ling graduated from Anhui College of Traditional Chinese
Medicine (currently known as Anhui University of Traditional Chinese
Medicine) with a major in traditional Chinese medicine in 1992, and
received her Master of Business Administration in pharmaceutical
management degree from Business School, Renmin University of China in
2004. Before she joined the Group in March 1999, she had served Anhui
Province Shucheng County Chengguan Town Hospital Division during 1993
to 1998 as a Chinese medicine practitioner. She had been serving for the
Group for over 20 years in various positions. She has been appointed
Corporate Culture and Public Relations Director of the Group in April 2019
and also serves as the chief supervisor of the Beijing branch of Zhaoke
Hefei and the special assistant of the Chairman, and is responsible for
the external affairs such as brand building and public relations for the
Group, and internal affairs such as corporate culture development, brand
development plan, corporate promotion strategy formulation, preparation
and organisation. She is also responsible for the management of Lee’s
Pharm internet-based official account for corporate promotion, official
website, management and operation of the internal newsletter “Zhaoke
Communication”, as well as the management of the daily operations of the
Beijing branch of Zhaoke Hefei.
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Directors and Key Personnel Profiles

Chen Yueshen
Director of Administration in China, aged 63

Mr. Chen Yueshen had been serving for the Group for more than 20
years in various positions such as the director and Deputy General
Manager of Zhaoke Hefei, Chief Operating Officer of the Group and the
Deputy General Manager of Zhaoke Pharmaceutical (Guangzhou) Limited
(*Zhaoke Guangzhou”). He was responsible for the daily operations of
Zhaoke Hefei, including being responsible for the production and quality
management of Zhaoke Hefei. He has extensive experience in quality
management systems and GMP production. In November 2018, he was
appointed as the Director of Administration in China and is responsible for
the Group’s administrative matters in China.

Yin Lei
Associate Director, R&D of the Group, aged 49

Mr. Yin Lei holds a bachelor’s degree from the Anhui University of Chinese
Medicine. He is also a licensed pharmacist. He joined the Group in 2014
and is responsible for the research and development of new drugs. He
has been engaged in drug research and development for over 20 years
and has led to many successful cases in the field of small molecule drugs,
peptide drugs and biochemical drugs. He had served as the Deputy
Genercal Manager of Zhaoke Guangzhou. In 2019, he was appointed
as Associate Director, R&D of the Group and is fully responsible for the
research and development of new drugs of the Group.

Xia Hongling

Deputy General Manager of Zhaoke Pharmaceutical (Hefei) Co.
Limited, aged 57

Ms. Xia Hongling holds a Bachelor’s degree in Business Administration from
the Renmin University of China and has the qualification of accountant
in China. Before joining the Group, she had been responsible for the
accounting and finance function with a large state-owned manufacturing
enterprise for over 10 years. She joined the Group in 1997 and held
various positions in accounting and supply chain department in Zhaoke
Hefei for over 20 years. She has extensive experience in accounting,
finance and logistics management in pharmaceutical industry. She has
been appointed as Deputy General Manager of Zhaoke Hefei since 2017
and further as the General Manager of the Shanghai branch of Zhaoke
Hefei since 2020.
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Directors and Key Personnel Profiles
EENTEANEBRERE

Zhong Chengping

Deputy General Manager of Zhaoke Pharmaceutical (Guangzhou)
Limited, aged 53

Ms. Zhong Chengping graduated from China Pharmaceutical University
with a Bachelor of Science degree and a licensed pharmacist qualification
certificate. Before joining the Group, she worked in many domestic
pharmaceutical companies, including Shanghai Jinke Quanjiao
Pharmaceutical Co., Ltd., Hong Kong Jiuhua Huayuan Pharmaceutical
Co., Ltd., Hangzhou Puji Pharmaceutical Technology Development Co.,
Ltd., etc. She has nearly 30 years of experience in quality and project
management and other aspects. She joined the Group since 2012 as a
quality manager. In 2019, she was appointed as the quality director and
quality attorney of Zhaoke Hefei. In 2021, she has been appointed as the
Deputy General Manager of Zhaoke Guangzhou.

CONSULTANT

Professor Sabino Iliceto
Scientific Director of the Company

Professor Sabino Iliceto is appointed as the Scientific Director of the
Company with effect from 1 February 2022 and is providing consultation
services on all research and development of the Group’s pipeline and
portfolio and supports on developing scientific and research projects and
clinical developments across the Group. He is highly regarded Italian
scientist in cardiology. He is currently the Professor of Cardiology and
Director of the School of Cardiology of the University of Padua, Italy. He is
also the director of Cardiology Unit and director of Cardiac, Thoracic and
Vascular Department of Padua University Hospital. He has a considerable
clinical experience as well as a long-standing tradition in planning and
organising scientific projects.
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Report of the Directors

The directors of the Company (“Directors”) submit their report with the
audited consolidated financial statements of the Group for the year ended
31 December 2021.

PRINCIPAL ACTIVITIES AND
SEGMENTAL ANALYSIS OF OPERATIONS

The principal activity of the Company is investment holding and the
principal activities of the Group are the developing, manufacturing and
sale and marketing of pharmaceutical products.

An analysis of the Group’s performance for the year by business and
geographical segments is set out in note 8 to the consolidated financial
statements.

BUSINESS REVIEW

A fair review of the business of the Group and a discussion and analysis
of the Group’s performance during the year and the material factors
underlying its results and financial position, including a discussion of the
principal risks and uncertainties facing the Group, as well as the outlook
for the Group’s business, are provided in the “Chairman’s Statement”
(pages 10 to 11) and the “Management Discussion and Analysis” (pages
12 to 23) sections. Particulars of significant events affecting the Group
that have occurred since the end of the year ended 31 December 2021,
if applicable, can also be found in the aforesaid sections and the notes
to the consolidated financial statements (pages 84 to 224). Description
of the principal risks and uncertainties faced by the Group can be found
in the section headed “Key Risks and Uncertainties” below. Description
of the Group’s relationships with its key stakeholders is included in the
section headed “Relationships with Employees, Customers and Suppliers”.
Furthermore, principal corporate governance practices adopted by the
Group and details regarding the Group’s compliance with relevant laws
and regulations which have a significant impact on the Group are provided
in the “Corporate Governance Report” section (pages 54 to 65).

This discussion forms part of this report of the Directors.

RESULTS AND APPROPRIATIONS

The results of the Group for the year ended 31 December 2021 and the
state of affairs of the Company and of the Group as at 31 December 2021
are set out in the financial statements on pages 75 to 224.

The Board has resolved to recommend a final dividend for the year ended
31 December 2021 (the “Final Dividend”) equivalent to HK$0.031 per
share (2020: HK$0.031 per share) in cash to the shareholders whose
names appear on the register of members of the Company as at the close
of business on Tuesday, 31 May 2022. Together with the interim dividend
of HK$0.030 per share (2020: HK$0.027 per share) paid on 6 October
2021, total distribution of dividend by the Company for the year ended 31
December 2021 will be HK$0.061 per share (2020: HK$0.058 per share).
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Report of the Directors
EFGRE

Subject to the passing of the relevant resolution at the forthcoming annual
general meeting of the Company, it is expected that the Final Dividend will
be paid on 15 June 2022.

SUBSIDIARIES

Particulars of the Company’s principal subsidiaries are set out in note 46
to the consolidated financial statements.

ASSOCIATED COMPANIES

Particulars of the Group’s principal associated companies are set out in
note 22 to the consolidated financial statements.

RESERVES

Details of movements in the reserves of the Group during the year are set
out in the consolidated statement of changes in equity on pages 79 to 80.
Details of movements in the reserves of the Company during the year are
set out in note 47 to the consolidated financial statements.

DISTRIBUTABLE RESERVES

As at 31 December 2021, the Company’s reserve available for distribution,
calculated in accordance with the Companies Law of the Cayman Islands,
amounted to HK$788,750,000 (31 December 2020: HK$797,301,000).
This includes the Company’s share premium account in the amount of
HK$720,091,000 (31 December 2020: HK$714,813,000) at 31 December
2021, which may be distributable provided that immediately following the
date on which the dividend is proposed to be distributed, the Company
will be in a position to pay off its debts as and when they fall due in the
ordinary course of business.

DONATIONS

During the year, the Group made charitable donations amounting to
HK$7,462,000 (2020: HK$2,588,000).

PROPERTY, PLANT AND EQUIPMENT

Details of movements in the property, plant and equipment of the Group
during the year are set out in note 19 to the consolidated financial
statements.
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SHARES ISSUED, REPURCHASED AND
CANCELLED

During the year, as a result of the exercise of share options under the
Company’s share option scheme adopted on 26 June 2002 and the
new share option scheme adopted on 10 May 2012, a total of 710,000
shares of the Company (the “Shares”), fully paid, were issued for a net
consideration of HK$3,543,000.

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

BANK BORROWINGS

Particulars of the bank borrowings of the Group are set out in note 32 to
the consolidated financial statements.

EQUITY-LINKED AGREEMENTS

Save for the 2002 Share Option Scheme and New Share Option Scheme
disclosed in the section headed “Share Option Scheme” below and note
37 to the consolidated financial statements, no equity-linked agreements
were entered into by the Group, or existed during the year.

PRE-EMPTIVE RIGHTS

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

TAX RELIEF AND EXEMPTION

The Company is not aware of any tax relief and exemption available to
the owners of the Company by reason of their holding of the Company’s
securities.

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

Neither the Company nor any of its subsidiaries had purchased, sold or
redeemed any of the Company’s listed securities during the year ended 31
December 2021.

Report of the Directors
EEEWE

BT - BOREHERD

FR - BRRANR-ETFRNA AR ARANER
BB RN T —F 0 A+ BRARABRETET
OB HEETTE - H51710,0000 A2 BRG ([RGB )
(B8R ) #E1T - FR(ER3,543,000/87T °

RARFABRAEBFIEHN AR M B MARMFESS -

RITHE

BRAREBRITEFOFEHN RS WHEHERME32 -

BT RB AT &) | — 80 AR & B TS SRR IRE3 7P IR B
M- TT FRRE BRI BN - AEEF
M RT S S R AR A 1 o

BEBEERE

AABMEMERAIFAEREZRUBBERER
BRI BUEAR R A EEARLPIRRE R EITH

R -
RERRKRE#RR

RABAE T HEEREE AERERE LR B EFMmE
ERBREER LR -

BE HEIFEEALQF LHES

REE-TS-—F+_A=1+—RHILtEE  AAFHH
FERMHBARTEEE - HEXKBERIARRMER LEHE
Gy

Annual Report 2021 3R

35



36

Report of the Directors
EFGRE

MAJOR CUSTOMERS AND SUPPLIERS

The information in respect of the Group’s sales and purchases attributable
to the major customers and suppliers respectively during the financial year
is as follows:

- Sales to the Group’s five largest customers accounted for
approximately 11.6% in aggregate for the Group’s total revenue for
the year (2020: 11.9%)

- Purchase from the Groups’ five largest suppliers accounted for
approximately 71.8% in aggregate for the Group’s total purchases
for the year (2020: 80.8%).

- The largest supplier of the Group accounted for approximately
34.5% of the Group’s total purchases for the year. (2020: 27.3%)

At no time during the year have the Directors, their associates (as defined
in the Rules Governing the Listing of Securities (the “Listing Rules”) on
The Stock Exchange of Hong Kong Limited (the “Stock Exchange”) or
any shareholder of the Company (who, to the knowledge of the Directors,
owns more than 5% of the number of issued shares of the Company) had
any interest in the Group’s five major customers and suppliers.

PERMITTED INDEMNITY PROVISIONS

A permitted indemnity provision for the benefit of the Directors is currently
in force and was in force throughout the financial year. The Company has
also purchased and maintained directors’ liability insurance throughout the
year, which provides appropriate cover for the Directors.

DIRECTORS

The Directors during the year and up to the date of this report are:
Executive Directors

Lee Siu Fong, Chairman
Leelalertsuphakun Wanee, Managing Director

Non-executive Directors

Li Xiaoyi
(re-designated from executive Director to non-executive Director with
effect from 29 April 2021)

Simon Miles Ball (resigned with effect from 30 June 2021)

James Charles Gale
(appointed with effect from 2 January 2022)

Independent Non-executive Directors
Chan Yau Ching, Bob

Lam Yat Cheong
Tsim Wah Keung, Karl
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In accordance with Articles 95 and 112 of the Company’s Articles of
Association, Ms. Lee Siu Fong, Dr. Li Xiaoyi, Mr. James Charles Gale and
Mr. Lam Yat Cheong will retire at the forthcoming annual general meeting
and, being eligible, have agreed to offer themselves for re-election.

DIRECTORS’ SERVICE CONTRACTS

No Director has a service contract which is not determinable by the
Company within one year without payment of compensation other than
statutory compensation.

Each of Ms. Lee Siu Fong (“"Ms. Lee”) and Ms. Leelalertsuphakun Wanee
(“Ms. Leelalertsuphakun”) has entered into a service contract both
dated 14 January 2002 with the Company under which each of them has
been appointed to act as an executive Director on a continuous basis
until terminated by either party by giving to the other party not less than
three months’ notice in writing. During the year, the monthly salaries and
allowance for Ms. Lee and Ms. Leelalertsuphakun have been revised to
HK$408,253 and HK$441,502 respectively.

Dr. Li Xiaoyi ("Dr. Li"”) has a service contract with the Company since 1
September 2003 and after that the contract has been renewed. Both the
Company and Dr. Li shall be entitled to terminate the contract by giving
three months’ prior written notice. If both of the substantial shareholders,
namely Ms. Lee and Ms. Leelalertsuphakun, and Dr. Li together, holding
less than 30% of the issued share capital of the Company, Dr. Li shall
in his absolute discretion terminate the contract and shall be entitled to
the payment equivalent to the aggregate of his monthly salary for the
remaining term as compensation or damages for or in respect of such
termination. With effect from 29 April 2021, Dr. Li has been re-designated
from an executive Director to a non-executive Director and serves as a
senior adviser to the Company. Dr. Li has a three-year service contract
with the Company from 29 April 2021. Director’s fee is HK$300,000 per
annum and bonus will not be paid for service as a non-executive director
and senior adviser to the Company. Director’s fee is determined by the
Board with reference to the market rate. The term of Dr. Li's appointment
is subject to retirement and re-election at the annual general meetings of
the Company in accordance with the Articles of Association. Dr. Li has a
three-year consulting contract with the Company from 1 December 2021
for service as a senior adviser to the Company and is entitled to a service
fee of HK$100,000 per month.

In accordance with supplementary agreement dated 16 April 2017 signed
between the Company and each of Ms. Lee, Ms. Leelalertsuphakun and Dr.
Li (prior to his re-designation as a non-executive Director), employment
terms of executive Directors have been revised as follows:

1. Executive Directors are entitled to annual management bonus 1.5%
to 3.0% (determined based on the growth in net profits of the
Group) on the net profit of the Group for the preceding financial
year. Such sum of the management bonus will be shared between
all the executive Directors in such proportion with reference to their
monthly salary in the final month of the complete financial year.
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2. The annual salary increment shall be equal to official inflation rate if
the growth in net profits of the Group is equal to or less than 15%,
or should the growth exceed 15%, the sum of the official inflation
rate and half of the positive difference between the growth in net
profits and the 15% threshold.

3. Each of executive Directors will be entitled to lump sum payment
upon retirement and monthly pension payment after retirement if
he/she has engaged in continuous service with the Company for
certain years.

In accordance with the supplemental agreement dated 20 December
2021 signed between the Company and each of Ms. Lee and Ms.
Leelalertsuphakun, employment terms of executive Directors have been
revised as follows:

1. The annual salary increment shall be equal to official inflation rate
plus half of the positive difference between the growth in net profits
and the 15% threshold, which shall not be less than 10% or more
than 30% of their salary for the immediately preceding calendar
year.

Each of Mr. Lam Yat Cheong (*"Mr. Lam”) and Dr. Tsim Wah Keung, Karl
(“Dr. Tsim”) has been appointed on 1 July 2004 and 20 September 2004
respectively as an independent non-executive Director. Contract with Mr.
Lam and Dr. Tsim has been renewed for three years from 1 July 2019 and
20 September 2019 respectively. Director’s fees for both of Mr. Lam and
Dr. Tsim are HK$216,000 per annum and bonus will not be paid.

Dr. Chan Yau Ching, Bob has a three-year service contract with the
Company from 12 October 2007. The contract has been renewed for three
years from 12 October 2019. Director’s fee is HK$216,000 per annum and
bonus will not be paid.

Mr. Simon Miles Ball has a three-year service contract with the Company
from 29 December 2017 and the contract has been renewed for three
years from 29 December 2020. Director’s fee was HK$300,000 per annum
and bonus will not be paid. Mr. Simon Miles Ball tendered his resignation as
a non-executive director of the Company with effect from 30 June 2021.

DIRECTORS’ INTERESTS IN
TRANSACTIONS, ARRANGEMENTS OR
CONTRACTS OF SIGNIFICANCE

No transactions, arrangements or contracts of significance in relation
to the Group’s business to which the Company or any of its subsidiaries
was a party, and in which the Directors had a material interest, whether
directly or indirectly, subsisted at the end of the year or at any time during
the year.
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BIOGRAPHICAL DETAILS OF DIRECTORS
AND KEY PERSONNEL

Brief biographical details of the Directors and the key personnel are set
out on pages 24 to 32.

COMPETING INTERESTS

None of the Directors, the management shareholders or substantial
shareholders of the Company or any of their respective associates has
engaged in any business that competes or may compete, either directly
or indirectly, with the businesses of the Group, as defined in the Listing
Rules, or has any other conflict of interests with the Group during the year
ended 31 December 2021.

DIRECTORS’ RIGHTS TO ACQUIRE
SHARES

Save as the interests disclosed in the section headed “Directors’ and Chief
Executive’s Interests in Securities” below, at no time during the year
under review was the Company or any of its subsidiaries a party to any
arrangement to enable the Directors or chief executive of the Company
or their respective spouses or children under 18 years of age or their
associates to acquire benefits by means of the acquisition of shares in the
Company or any other body corporate.
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DIRECTORS’ AND CHIEF EXECUTIVE’'S
INTERESTS IN SECURITIES

As at 31 December 2021, the directors and the chief executive of the
Company and their associates had the following interests in the shares
and underlying shares of the Company and its associated corporations
(within the meaning of Part XV of the Securities and Futures Ordinance
(the “SFO")), as recorded in the register required to be kept under
Section 352 of the SFO or as otherwise notified to the Company and the

EERBSITRAEREZNER

MRIBZ—F+ZA=+—H ARAEERRSHTH
ABRIBENBEANRARR REBBEE(ERERES
RHEERDISEXVER) 89 (7 X A8 BE A () h A 2 "o 80
RIEEZRAEGIIEIS2HEFENELM - JRE
ERRAME T AR ETEITAERETESFR SR
EFRI(TBREFR B RITAE AR R MR RS

Stock Exchange pursuant to the Model Code for Securities Transactions by Ul
Directors of Listed Issuers (the "Model Code”) as set out in Appendix 10
of the Listing Rules:
(a) Long position in Shares (a) BRG#E
Number of Approximate
ordinary percentage of
Name of director Nature of interest shares held Total shareholding
EEHR ERME FsEERHA w3t BERESESL
Lee Siu Fong Beneficial owner 875
BINF EmHEA
Interest held jointly with
Leelalersuphakun Wanee 1,600,000
B EHPHERE 2w
Interest of a controlled
corporation (Note 1) 114,000,625 115,601,500 19.63%
—FAZ D EE R (FiEE1)
Leelalersuphakun Wanee Beneficial owner 3,305,000
ER EEHEEA
Interest held jointly with
Lee Siu Fong 1,600,000
B NS HERE 2w
Interest of a controlled
corporation (Note 1) 114,000,625 118,905,625 20.19%
—ER RS EE R (FEL)
Li Xiaoyi Beneficial owner 41,092,766
FR EmfEAA
Family interest (Note 2) 16,000,000
Rz (f3E2)
Others 1,920,385 59,013,151 10.02%
Hh
Chan Yau Ching, Bob Beneficial owner 520,000 520,000 0.09%
BRAIE ElEA
Lam Yat Cheong Beneficial owner 300,000 300,000 0.05%
ZN=E EmHEA
Tsim Wah Keung, Karl Beneficial owner 300,000 300,000 0.05%
EER EnEAA
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Notes: PR3E -

(1) 114,000,625 Shares are held through Huby Technology Limited ("Huby (1) 114,000,625/% %5 753 #Huby Technology
Technology”). Huby Technology is an investment holding company Limited ([ Huby Technology |)#7%4 ° Huby
jointly owned by Ms. Lee Siu Fong and Ms. Leelalertsuphakun Wanee. Technology & — & EZER AR - AF/NFX

TRFERLTHFES -

(2)  These Shares are held by High Knowledge Investments Limited which is (2) #% % & 15 i High Knowledge Investments
wholly owned by Dr. Li Xiaoyi’s spouse, Ms. Lue Shuk Ping, Vicky (“Ms. Limited#5 - ZRAIBEF/NRE MRS AR
Lue”). The interest held by Ms. Lue is deemed to be part of the interest Kr+((Bx)2EHE - axtHBNER
of Dr. Li Xiaoyi. WARIES/ N\ B /D e o

(b) Long position in underlying shares - (b) RIEEER I E — KL B IR
share options of the Company

Under the share option schemes of the Company, the following BIBEARRIHEREE - THESRARER

Directors have personal interest in options to subscribe for the PRIEREPHE AARER - B TRENERE

Shares. Details of the share options granted to them are as follows: BT -

Balance Balance
as at During the year as at Exercise
Exercisable 1 January R 31 December price per
Name of director Date of grant period 2021 Granted Exercised 2021 share
RZB=-F RZB=-%
—-B-H TZA=+-H
E=pE REAH (i iofe3od B Ci:d ok BRITEE
(Notes) HK$
CiE3) B
Lee Siu Fong 30 December 2013 (1) 538,000 = = 538,000 7.300
Fig —F-=F+-A=1H
31 March 2015 (2) 446,000 = = 446,000 11.200
“T-Rf=R=1-H
31 March 2016 3) 587,000 = = 587,000 5.754
B e =
13 April 2017 (4) 590,000 = = 590,000 7.548
“Z—+FmA+=H
13 April 2018 (5) 456,000 = = 456,000 11.216
—Z-/\¥mA+=H
15 April 2019 (6) 592,000 = = 592,000 7.324
“E-NFRATHA
15 April 2020 (7) 588,000 = = 588,000 3.648
“Z-ZFMATEA
21 April 2021 ) = 588,000 = 588,000 5.806
—E--F¥MA-t+-A
3,797,000 588,000 - 4,385,000
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Balance Balance
as at During the year as at Exercise
Exercisable 1 January R 31 December price per
Name of director Date of grant period 2021 Granted Exercised 2021 share
RZB=-F RZB=-%
-B-H +ZA=t-H
SR REAH g d] ik B Ci:d ik BRITRE
(Notes) HK$
(P5E) B
Leelalertsuphakun Wanee 30 December 2013 (1) 338,000 = = 338,000 7.300
TR “Z-=F+ZA=1A
31 March 2015 (2) 446,000 - - 446,000 11.200
“T-Rf=R=1-H
31 March 2016 (3) 587,000 - - 587,000 5.754
B e =
13 April 2017 (4) 590,000 S S 590,000 7.548
“Z—+FmA+=H
13 April 2018 (5) 456,000 - - 456,000 11.216
“Z-\fMA+=A
15 April 2019 (6) 592,000 - - 592,000 7.324
“Z-NERATRA
15 April 2020 (7) 588,000 S S 588,000 3.648
“Z-ZFMATAA
21 April 2021 (8) - 588,000 = 588,000 5.806
“Z4mA-t-A
3,597,000 588,000 S 4,185,000
Li Xiaoyi 31 March 2015 (2) 446,000 S S 446,000 11.200
FINR —Z-RF=A=1-H
31 March 2016 (3) 587,000 - - 587,000 5.754
—Z-"%=R=t-AH
13 April 2017 (4) 590,000 - = 590,000 7.548
“Z—+ERAT=A
13 April 2018 (5) 456,000 S S 456,000 11.216
- /\§mA+=H
15 April 2019 (6) 592,000 S S 592,000 7.324
ZE-NEWATRA
15 April 2020 (7) 588,000 S S 588,000 3.648
ZZ-TERATRA
21 April 2021 (8) - 588,000 - 588,000 5.806
“E--fmA=+-H
3,259,000 588,000 - 3,847,000
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Notes:

(1) Divided into 2 tranches exercisable from 30 June 2014 and 30 March 2015
respectively to 29 December 2023.

(2) Divided into 2 tranches exercisable from 30 September 2015 and 30 June 2016
respectively to 30 March 2025.

(3) Divided into 2 tranches exercisable from 30 September 2016 and 30 June 2017
respectively to 30 March 2026.

(4) Divided into 2 tranches exercisable from 13 October 2017 and 13 July 2018
respectively to 12 April 2027.

(5) Divided into 2 tranches exercisable from 13 October 2018 and 13 July 2019
respectively to 12 April 2028.

(6) Divided into 2 tranches exercisable from 15 October 2019 and 15 July 2020
respectively to 14 April 2029.

(7) Divided into 2 tranches exercisable from 15 October 2020 and 15 July 2021
respectively to 14 April 2030.

(8) Divided into 2 tranches exercisable from 21 October 2021 and 21 July 2022
respectively to 20 April 2031.

(C) As at 31 December 2021, Dr. Li Xiaoyi had beneficial interest in (a)
12,740 ordinary shares in Powder Pharmaceuticals Incorporated;
and (b) 830 share options which can be converted into 830 ordinary
shares of Powder Pharmaceuticals Incorporated when exercised.

(d) As at 31 December 2021, Dr. Li Xiaoyi had beneficial interest in
14,022,800 share options which can be converted into 14,022,800
ordinary shares of ZKO, an associated corporation within the
meaning of Part XV of the SFO, when exercised. Dr. Li Xiaoyi
spouse’s, Ms. Lue, had beneficial interest in 166,666 ordinary
shares of ZKO. The interest held by Ms. Lue is deemed to be part
of the interest of Dr. Li Xiaoyi. Dr. Li Xiaoyi holds 65% of the equity
interest of Lee’s Healthcare Industry Investments Limited, which in
turn is the general partner of Lee’s Healthcare Industry Fund L.P. For
the purpose of the SFO, Dr. Li Xiaoyi is deemed to have an interest
in the 2,187,600 ordinary shares of ZKO held by Lee’s Healthcare
Industry Fund L.P.

(6) As at 31 December 2021, Ms. Leelalertsuphakun Wanee had
beneficial interest in 23,557 ordinary shares of ZKO.

(f) As at 31 December 2021, Dr. Chan Yau Ching, Bob, had beneficial
interest in 1,000 ordinary shares of ZKO. Ms. Chan Sau Lin, the
spouse of Dr. Chan Yau Ching, Bob, had beneficial interest in 1,000
ordinary shares of ZKO. The interest held by the spouse of Dr. Chan
Yau Ching, Bob, is deemed to be part of the interest of Dr. Chan Yau
Ching, Bob.

Report of the Directors
EEEWE

GEE

(1) At ARATH—F-NFEA=Z+AR=F—
FZRA=tRABRE_F_=F+-_A-tARLTE-

(2) At ARATH—F-AFAA=TAR=F—X
FRAZTERE-Z-_AF=A=+HILTE-

(3) DKL ARIRTAEZF—AR"FLA=ZTERZ=F—+
FRA=ZTAREZZT-AF=A=1+HIETTE -

(4) At ARATH—F—tF+A+T=AR=F—
FLA+T=BRE_T_LFMA+—HILTRE -

(5) a2t ARATH—E-N\F+A+=AR=FN
FEA+T=ZARE_T-_N\FMA+_HILITE -

(6) AL ARIATH—FE-AF+A+AAR=
FLA+TABRE_T-AFMA A LTTE -

(7) At ARATH—E-_FF+A+ARR-_F_—
FLRATHAERE_Z=2FMB+WBE 1T -

(8) oIFA HRETHE-_ZE-_—4F+A-+—HBR-Z
ZoFtACt+ARET=—FHA=Z+HLTE-

(c) r—2-——fF+-A=+—~ v$ NEE A+ (a)R
TLBmEERNRIN12,7400 E BARF ¢ K& (b)
ﬁ”‘%‘tﬁ@iﬁ}r—lﬁﬁﬁ‘%830%%%5‘%%%@@5?E‘T*

BARMB30MN B EP A Btk o

(d) w—=-—5+-A=+—8 " F\BELH
E%ﬂfﬂ%Tﬁv?ﬁz%m 022,800 JE BHR T} (12
FHRBAEROEXVI AT RIEEER) T
LHXE’]14 022,800t EE B -
?’J\ﬂ‘[ﬁiﬂ’mﬂﬁ%Eni(j:BA166,66BHx)EﬂEE
MEBRAPBEEERER ARTHEOER
WRAETNABELNH S #EE - TNRELH
A Lee's Healthcare Industry Investments
Limited #) 65% A% # - ifi Lee’s Healthcare
Industry Investments Limited % Lee's
Healthcare Industry Fund L.P.#) & & & %
A o IBRIBEFEHFRBAE KL - =\ RETHER AR
Lee’s Healthcare Industry Fund L.P.3FHE /)
2,187,600 K BHR B Z AR P A e ©

(e) R=Z=——F+=-A=+—-R8 THEELLTH
23,557 KRR R A S T asiss

(f) #=Z2=——F+=-A=+—-8 BRE#LIR
1,000 RIRRL A b G B asiEas - R
Ei8+ MBS EL 71,0000 kR R &
B A B o RARIE MR IERE R
W AR EET AR

Annual Report 2021 3R

43



44

Report of the Directors
EERHE

(g) As at 31 December 2021, Mr. Lam Yat Cheong had beneficial interest
in 3,000 ordinary shares of ZKO.

(h) As at 31 December 2021, Dr. Tsim Wah Keung, Karl, had beneficial
interest in 34,323 ordinary shares of ZKO.

(i) Save as disclosed above, no interests and short positions were
held or deemed to be taken to be held under Part XV of the SFO by
any director or chief executive of the Company or their respective
associates in the shares and the underlying shares of the Company
or any of its associated corporations which were required to be
notified to the Company and the Stock Exchange pursuant to Part
XV of the SFO or pursuant to the Model Code which are required
pursuant to Section 352 of the SFO to be entered in the register
referred to therein.

SHARE OPTION SCHEME

Pursuant to a written resolution passed by all shareholders of the
Company on 26 June 2002, the Company adopted a share option scheme
(the “2002 Share Option Scheme”). At the annual general meeting of
the Company held on 10 May 2012, a new share option scheme of the
Company (the "New Share Option Scheme”) was adopted upon expiry
of the 2002 Share Option Scheme.

The total number of Shares which may be issued upon exercise of all
options to be granted under the New Share Option Scheme shall be
subject to a maximum limit of 10% of the Shares in issue on 10 May
2012, the date on which the New Share Option Scheme is conditionally
adopted and approved by the shareholders at the annual general meeting,
which is 47,023,543 Shares. Under the New Share Option Scheme, upon
acceptance of the option, the grantee of an option must pay HK$1 to the
Company by way of consideration for the grant thereof.

The total number of Shares available for issue under the New Share
Option Scheme as at 31 December 2021 was 12,277,543, representing
approximately 2.1% of the Company’s total humber of issued shares as at
the date of this annual report.

As at 31 December 2021, the number of Shares in respect of which
options had been granted and remained outstanding under the 2002
Share Option Scheme and New Share Option Scheme was 28,751,000 (31
December 2020: 27,697,000), representing 4.9% (31 December 2020:
4.7%) of the Shares in issue at that date.

The 2002 Share Option Scheme and New Share Option Scheme shall be
valid and effective for a period of 10 years from the date of adoption,
i.e. 26 June 2002 and 10 May 2012 respectively. The 2002 Share Option
Scheme expired on 9 May 2012. As at 31 December 2021, the remaining
life of the New Share Option Scheme was approximately 0.4 years (i.e.
until 9 May 2022).

Details of the Company’s share option schemes are set out in note 37 to
the consolidated financial statements.
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SUBSTANTIAL SHAREHOLDERS'’ FERRRBS MR
INTERESTS IN SECURITIES

As at 31 December 2021, the following parties (other than a director or R-ZT-—&+—-F=+—H  TIAT(AAFTEEH
chief executive of the Company) who had interests or short positions in  &&TTEABBRIN AR TN MABRERO P HEER
the shares and underlying shares of the Company which are required to  BEHMHAEEHIEXVEE2R3ID HMAEMESARAF]
be notified to the Company pursuant to Divisions 2 and 3 of Part XV of UARBEELENIHEEIFEIZ6IEBLBERRRME
the SFO and required to be entered into the register maintained by the  FERMeERS%AA ¢

Company pursuant to Section 336 of the SFO:

(a) Long position in Shares (a) RIGIFE
Number of Approximate
ordinary percentage of
Name Capacity shares held shareholding
19 1 14 FisEEREA FRENEDL
Huby Technology Limited Beneficial owner 114,000,625 19.36%
EmlBA

Assicurazioni Generali S.p.A. Interest of a controlled corporation 81,405,000 13.82%
—ER AR E S

Li Zhenfu Interest of a controlled corporation 81,405,000 13.82%
—ER B EE R ER

Lion River I N.V. Interest of a controlled corporation 81,405,000 13.82%
—ER B EE R

GL Partners Capital Management Limited Interest of a controlled corporation 76,165,488 12.93%
—RZEH AR RS

Apta Finance S.A. Interest of a controlled corporation 58,833,898 9.99%
—FEXEHEE R

Cavazza Paolo Interest of a controlled corporation 58,833,898 9.99%
—ER B EE MR

Paponi Claudia Family interest 58,833,898 9.99%
ENIR 3

Qualister SA Beneficial owner 52,929,577 8.99%
EnERAA

GSR Capital Joy Corporation Beneficial owner 34,566,935 5.87%
EmAA

GoldenSand Capital Ltd Interest of a controlled corporation 34,566,935 5.87%
—AZ R AR R

Wu Sonny Interest of a controlled Corporation 34,566,935 5.87%
—ER ) E A R

High Knowledge Investments Limited Beneficial owner (Note 1) 16,000,000 2.72%
EanEA AL

Lue Shuk Ping, Vicky Interest of a controlled corporation (Note 1) 16,000,000 2.72%

=k —RX LA E AR (L)

Family interest (Note 2) 43,013,151 7.30%
Kz (f512)

Notes: PHEE -

(1) These Shares are legally owned by High Knowledge Investments (1) &% % & 1 £ & # £ f High Knowledge
Limited, which is entirely and beneficially owned by Dr. Li Xiaoyi's Investments Limited#7%5 * ZARIAZF/\FE
spouse, Ms. Lue. THEBE L2 ERESER -

(2)  These Shares are owned by Ms. Lue’s spouse, Dr. Li Xiaoyi. (2) ZERMBEZIORBE)RELIES -
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(b) Long position in underlying shares -
share options of the Company

(b) RGBT HIIE — K 2 AR

Number of Approximate
ordinary percentage of
Name Capacity shares held shareholding
A 14 g BEREE BREAEIT
Lue Shuk Ping, Vicky Family interest (Note 1) 3,847,000 0.65%
Bk Rz (fIzE1)
Note: PHEE -

(1) These share options are owned by Ms. Lue’s spouse, Dr. Li Xiaoyi.

(c) Short position in Shares

No short positions of other persons and substantial shareholders in
the shares or underlying shares of the Company and its associated
corporations were recorded in the register.

Saved as disclosed above, as at 31 December 2021, the Directors are
not aware of any other person or corporation having an interest or short
position in shares and underlying shares of the Company which fall to be
disclosed under the provisions of Divisions 2 and 3 of Part XV of the SFO.

SUFFICIENCY OF PUBLIC FLOAT

According to information that is available to the Company the percentage
of the Company’s shares which are in the hands of the pubic exceeds 25%
of the Company’s total number of issued shares during the year and up to
the date of this annual report.

RELATED PARTY TRANSACTIONS

During the year ended 31 December 2021, the Group conducted certain
transactions with parties deemed as “related parties” under applicable
accounting standards. The details of these transactions are set out in note
43 to the consolidated financial statements. Save for the transactions
mentioned in the section headed “Connected Transactions and Continuing
Connected Transactions” which is subject to announcement and disclosure
requirements under Chapter 14A of the Listing Rules, certain transactions
mentioned in note 43 to the consolidated financial statements also
constituted connected transactions or continuing connecting transactions
as defined in Chapter 14A of the Listing Rules but are exempt from the
disclosure requirements under Chapter 14A of the Listing Rules.

Lee’s Pharmaceutical Holdings Limited 2= K ZEERZEAL A R A 7

() EEWRESE S L ORES | BELRE -
(c) RBRGRIKE

B MELEEMA TR EERRNARF
R ERHOE B SRR PRI R ©

BEXFEBEN R-F-—F+-A=+-0 &
FH TR AA LR EERARFRE RAARIR
9 B BIRE B 5 B I S XV 2 12 35 B0 e
S BHRSTAR -

ERARERE

REAQRAEMNER  REFAREEATHRAHE
ARFAFARRBRMOE S LBARNRA RS BITRDE
HH25% °

BB S X Z

REE-TE-_—F+_A=+—HBUEE A£ELHE
REBBEASERRGRIE BT ETETRS - %5
RGMFBHRGEVHREMES3 - RIBERS R
BERERS | MR FEET ETMRASE T HAE
WAERBEFERTEI - REMIERERMEA3ATME TR
SIVEK ETRBIE+OAZFTI A BEER 5 RIFER
ERG o HEREET EMABETHAZHEERT



Report of the Directors
EEEWE

CONNECTED TRANSACTIONS BEXZREERERS

AND CONTINUING CONNECTED
TRANSACTIONS

During the year, the Company and the Group had the following connected FR -

ARBEAREGETTIIER 5 RIS ERME

transactions and continuing connected transactions, and details of which %5 MEBFBECEB EHRIETNAZTHREH

have been disclosed in compliance with the requirements of Chapter 14A 5= o
of the Listing Rules.

Connected Transactions BEX S
1. Advance of shareholder loans to Powder 1. AAREEBENRZHEZLFRAT

Pharmaceuticals Incorporated ("PPI”), an
associate of the Group

During the year ended 31 December 2021, the following shareholder
loan was provided by the Group to PPI:

((ERDBNSERRER

REBE-_Z-_—F+-A=+—8LFE £&
EmELEHOREERET -

Interest Loan amount

rate in original
Advance date Term per annum currency Loan amount
B BH FH FF= REBERE EXE
28 April 2021 1 year 4% HK$10,000,000 HK$10,000,000
—E—FMAZ+N\HAH —4F 10,000,000/& 7T 10,000,000/ 7T

Details of this transaction have been disclosed in the Company’s
announcement dated 28 April 2021.

GL Partners Capital Management Limited ("GL Partners”) is a
substantial shareholder of the Company. The Company and GL
Partners are both shareholders of PPI at the same time, while GL
Partners, being a connected person of the Company, is entitled to
exercise or control the exercise of 10% or more of the voting power
at any general meeting of PPI. Therefore, PPI is a commonly held
entity under the Listing Rules. Therefore, advance of shareholder
loans to PPI constitutes a connected transaction.

As at 31 December 2021, the Group had interest in 33.92% of issued
share capital of PPI.

ZRGHABERARAFN AN R -_T_—F0NAH
“HNBRENRE -

GL Partners Capital Management Limited
(IGL Partners ) XA EERE - AR
7] % GL Partners [l B 19 /& & 24 IR 58 - ifi GL
Partners(EL AR A RIBE A L) B L ENT
AIRR ARG EITE IR IEITE10% A FRIRE
o FHit - BIE ETRE - ERA—EXRFE
WER - Bt METEBNRREREREER
% o

RZBE-Z—F+-A=+—H  ~EEIFHLL
BTN 33.92% % ©
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Advance of shareholder loans to China Oncology 2. OFXEEMEBARTEEBEEESR
Focus Limited (“COF”), a subsidiary of the Group AF([COF) B RRER
During the year ended 31 December 2021, the following shareholder REBEEZZT-_—F+-A=+—HLFE  &&
loans were provided by the Group to COF: E M COFRFMRRERMT «

Interest Loan amount

rate in original

Advance date Term per annum currency Loan amount
Bt A FH FRE REWERE BHE
1 February 2021 1 year 4% US$6,000,000 HK$46,800,000
T —F=-A—H —F 6,000,000t 46,800,000/ T
1 February 2021 1 year 4% RMB5,000,000 HK$6,130,000
—E-—F=-A—H —F AR¥5,000,0007T 6,130,000/ 7T
26 March 2021 1 year 4% US$2,000,000 HK$15,600,000
—E-—®=R=+"H —F 2,000,0003 7T 15,600,000/% 7T
28 May 2021 1 year 4% US$3,000,000 HK$23,400,000
—Z-_—FAA=-+N\H —4F 3,000,000 7T 23,400,000/ T
17 July 2021 1 year 4% US$5,000,000 HK$39,000,000
T —Ft+tA++tH —F 5,000,000t 39,000,000/

Details of these transactions have been disclosed in the Company’s
announcement dated 1 February 2021, 26 March 2021, 28 May 2021
and 16 July 2021.

Ms. Leelalertsuphakun Wanee, Ms. Lee Siu Fong and Dr. Li Xiaoyi
are the directors and substantial shareholders of the Company who
are connected persons of the Company under the Listing Rules.
They altogether held a total of approximately 62.85% of the issued
ordinary and preferred shares in Perfect Concept Holdings Limited
("PCH") as at the dates of the transaction and therefore, PCH is
the associate of Ms. Leelalertsuphakun Wanee, Ms. Lee Siu Fong
and Dr. Li Xiaoyi, and is then a connected person of the Company
under the Listing Rules. Lee’s Pharmaceutical International Limited
(“LPI") is a shareholder of COF and at the same time, PCH, is also a
shareholder of COF. PCH, being a connected person of the Company,
is holding 35% of the issued share capital of COF, and therefore, the
shareholder loans made by LPI to COF under the shareholder loan
agreements constitutes a connected transaction pursuant to Rule
14A.27 of the Listing Rules.
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Continuing Connected Transactions

1.

Provision of financial guarantee to PPI, an associate
of the Group

On 11 February 2020 (as supplemented), the Company as guarantor
provided a corporate guarantee in favour of a bank as a security for
the provision of a revolving loan facility of up to HK$13,000,000,
a demand loan facility of up to HK$40,000,000 and an overdraft
facility of up to HK$6,000,000, provided that the total outstanding
balance of the overdraft facility and revolving loan facility shall
not at any time exceed HK$13,000,000, to PPI for the purpose of
funding its normal commercial operation.

The above continuing connected transactions have been reviewed by
the independent non-executive Directors and they have confirmed
that the transactions:

a. have been entered into in the usual and ordinary course of
businesses of the Company and its subsidiaries.

b. are conducted on normal commercial terms.
C. are entered into in accordance with the terms of relevant
agreements that are fair and reasonable and in the interests of

shareholders as a whole.

d. have not exceeded the cap disclosed in previous
announcements.

The Company’s auditor, HLM CPA Limited, also has confirmed that
the above continuing connected transactions:

a. have received the approval of the Company’s Board of
Directors;
b. have been entered into in accordance with the relevant

agreement governing the transactions; and

(o have not exceeded the cap disclosed in previous
announcements.

Save as disclosed above, there was no other transaction requiring
disclosure of connected transactions and continuing connected transactions
in accordance with the requirements of the Listing Rules.
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CONFIRMATION OF INDEPENDENCE

The Company has received from each of the independent non-executive
Directors an annual confirmation of independence pursuant to Rule 3.13
of the Listing Rules and considers all the independent non-executive
Directors are independent.

FIVE-YEAR FINANCIAL SUMMARY

A summary of the results and of the assets and liabilities of the Group for
the last five financial years is set out on page 9.

KEY RISKS AND UNCERTAINTIES

The Board acknowledges its responsibility for the effectiveness of the
internal control and risk management systems of the Group, which are
designed to manage the risk of failure to achieve business objectives and
provide reasonable assurance against material misstatement or loss.

Business Risk

The Group’s business risks include rapid change in the general market
conditions, downturn pressure on the overall economy of China and price
competition from other market players. The Board is responsible for the
overall management of the business and review of material business
decisions involving material risks exposures from time to time.

Financial Risk

The Group adopts financial risk management policies to manage its
currency risk, interest rate risk, credit risk, and liquidity risk. The Board
also reviews monthly management accounts, capital structure and key
operating data of the Group.

Compliance Risk

The Board adopts procedures to ensure the Group is in compliance with
the applicable laws, rules and regulations. The Group engages professional
advisers and consultants to keep the Group abreast of the latest
developments in the regulatory environment, including legal, financial,
environmental and operational developments. The Group also adopts
a strict policy in prohibiting any unauthorised use or dissemination of
confidential or inside information.
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Operational Risk

The Group adopts procedures to manage its operational risk such as
inadequate management efficiency, inefficient raw material procurement
and production facilities utilisation. The Board has reviewed the
effectiveness of the Group’s internal control and risk management systems
covering business, financial, compliance and operational risks of the Group
and is satisfied that such systems are effective and adequate.

RELATIONSHIPS WITH EMPLOYEES,
CUSTOMERS AND SUPPLIERS

The sustainability of the Group’s business relies on the growth of the
Group’s employees. Remuneration packages of the employees are
generally structured with reference to prevailing market terms and
individual qualifications. Salaries and wages are normally reviewed on an
annual basis based on performance appraisals and other relevant factors.

Apart from salary payments, there are other staff benefits including
mandatory provident fund, medical insurance and performance related
bonus. Share options may also be granted to eligible employees of the
Group.

Relationship is the fundamentals of business. The Group fully understands
this principal and thus maintain good relationship with the customers to
fulfil their immediate and long-term need.

The Group strives to maintain fair and co-operating relationship with the
suppliers.

SOCIAL RESPONSIBILITIES AND
SERVICES AND ENVIRONMENTAL
POLICY

The Group is committed to the long-term sustainability of its businesses
and the communities with which it engages. The Group pursues this
business approach by managing its business prudently and executing
management decisions with due care and attention. Over the years, the
Group has been fully committed to environmental protection. Periodic
internal control meetings are held to review environmental issues in the
production plants to update environmental laws and regulations and to
make valuable suggestions and recommendations for improvement.
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COMPLIANCE WITH REGULATIONS

The Group is not aware of any instances of material breach of or non-
compliance with the applicable laws and regulations such as the Hong
Kong Companies Ordinance (Cap. 622), Listing Rules, and other applicable
local laws and regulations in various jurisdictions during the year ended 31
December 2021 and up to the date of this annual report.

ENVIRONMENTAL, SOCIAL AND
GOVERNANCE REPORT

The Environmental, Social and Governance Report prepared in accordance
with Appendix 27 of the Listing Rules will be published on the websites
of the Company and the Stock Exchange within five months after the
Reporting Year.

STAFF RETIREMENT SCHEMES

The group companies operated in Hong Kong are required to participate
in a defined contribution retirement scheme set up in accordance with
the Mandatory Provident Fund Schemes Ordinance (Cap. 485). Under the
scheme, the employees are required to contribute 5% of their monthly
salaries up to a maximum of HK$1,500 and they can choose to make
additional contributions. The employer’s monthly contributions are
calculated at 5% of the employee’s monthly salaries up to a maximum
of HK$1,500 (the “Mandatory Contributions”), and are charged to the
profit or loss as they become payable in accordance with the rules of the
scheme. The assets of the scheme are held separately from those of the
Group in an independently administered fund. The employees are entitled
to 100% of the employer’s Mandatory Contributions upon their retirement
at the age of 65 years old, death or total incapacity.

In addition, pursuant to the government regulations in the PRC and
Taiwan, the employees of the group companies operated in the PRC and
Taiwan are members of a state-managed retirement benefit plan operated
by the government of the PRC and Taiwan. Those group companies
are required to contribute a specified percentage of payroll costs to
the retirement benefit scheme to fund the benefits. The only obligation
of the Group with respect to the retirement is to make the specified
contributions.

Certain Directors will be entitled to lump sum payment upon retirement
and monthly pension payment after retirement if they have engaged in

continuous service with the Company for certain years.

Particulars of the scheme of the Group are set out in note 38 to the
consolidated financial statements.
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AUDITOR

The consolidated financial statements for the year ended 31 December
2021 have been audited by HLM CPA Limited who will retire and, being
eligible, will offer themselves for re-appointment at the forthcoming
annual general meeting of the Company.

On behalf of the Board

Lee Siu Fong
Chairman

Hong Kong, 29 March 2022
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The Board believes that corporate governance is essential to the success
of the Company and has adopted various measures to uphold good
corporate governance to safeguard the interests of our shareholders,
investors, customers and staff.

CORPORATE GOVERNANCE PRACTICES

The Company is committed to maintain a high standard of corporate
governance to protect the interest of the shareholders of the Company.
The Company has complied with all the then-applicable code provisions of
the Corporate Governance Code (the "CG Code”) as set out in Appendix
14 of the Listing Rules throughout the year ended 31 December 2021,
with deviations from provision A.5 of the CG Code.

Under provision A.5 of the CG Code, a nomination committee should be
established to make recommendations to the Board on the appointment
and reappointment of Directors. The Board as a whole is responsible
for the appointment of its own members. The Board did not establish a
nomination committee in view of the small size of the Board. The Chairman
of the Board was responsible for identifying appropriate candidate and
proposing qualified candidate to the Board for consideration. The Board
would review profiles of the candidates recommended by the Chairman
and make recommendation the appointment, re-election and retirement
of the Directors. Candidates were appointed to the Board on the basis of
their skill, competence, experience and diversity of perspectives that they
can contribute to the Company.

A new CG Code came into effect on 1 January 2022. A nomination
committee of the Company comprising Ms. Lee Siu Fong as the chairman,
Dr. Chan Yau Ching, Bob and Dr. Tsim Wah Keung, Karl as the members
has been established by the Board with written terms of reference with
effect from 2 January 2022, in which majority of the committee members
are independent non-executive Directors. Since then, the Company
has complied with code provision A.5 of the CG Code (which has been
renumbered as code provision B.3 with effect from 1 January 2022).

COMPLIANCE WITH THE MODEL
CODE FOR DIRECTORS’ SECURITIES
TRANSACTIONS

During the year ended 31 December 2021, the Company has adopted
the Model Code for Securities Transactions by Directors of Listed Issuers
(the “Model Code”) as set out in Appendix 10 of the Listing Rules. The
Company has made specific enquiries of all the Directors and the Company
was not aware of any non-compliance with such Model Code and required
standard of dealing throughout the year ended 31 December 2021.
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BOARD OF DIRECTORS

The non-executive Directors provides the Group with a wide range of
expertise and knowledge in the pharmaceutical sector. The independent
non-executive Directors are persons of high calibre; with academic
and professional qualifications in the areas of accounting, financial and
pharmaceutical field. With their experience gained from senior positions
held in other companies, they provide strong support towards the effective
discharge of the duties and responsibilities of the Board.

The Company has a Board diversity policy whereby it recognises and
embraces the benefits of a diversity of Board members. It endeavors to
ensure that the Board has a balance of skills, experience and diversity of
perspectives appropriate to the requirements of the Company’s business.
All Board appointments will continue to be made on a merit basis with
due regard for the benefits of diversity of the Board members. Selection
of candidates will be based on a range of diversity perspectives, including
but not limited to gender, age, cultural and educational background,
professional experience, skills and knowledge.

The list of Directors and their roles and functions is posted on the websites
of the Company and the Stock Exchange.

The roles of the Chairman and Chief Executive Officer are segregated and
are not exercised by the same individual. The Chairman of the Company
is Ms. Lee Siu Fong and the management committee is responsible for
the effective and timely management of the daily activities and business
dealings of the Group, as well as implementation of all policies and
decision approved by the Board and to assist the Board in implementing
the Group's strategic plans.

The Board formulates overall strategic plans and key policies of the Group,
monitors its financial performance, maintains effective oversight over
the management, risks assessment, controls over business operations
and ensures good corporate governance and compliance with legal and
regulatory requirements. Responsibility in relation to daily operations and
execution of the strategic business plans are delegated to each of the
executive Directors and senior management.
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During the year ended 31 December 2021, 22 Board meetings and two HEZT-—F+_F=+—HILFE  AFELLET
shareholders meeting were held and the attendance of individual Director 22XEEE@HLMABEAE  UWTARESHFES

at these meetings is set out below: FEAECER
Number Number of
of Board shareholders
meeting meeting
attended/ attended/
Attendees Total Total
HEEEgeE HERRAS
HEE WE ERE B R
Executive Directors BITES
Lee Siu Fong (Chairman) TN (FE) 22/22 2/2
Leelalertsuphakun Wanee (Managing Director) PR (EFARAEHE) 22/22 2/2
Non-executive Directors FHITES
Li Xiaoyi (re-designated from executive director to Z/\R(BE-ZZ=—FMNA=-F+NAR
non-executive director with effect from 29 April BATESATIERITES)
2021) 22/22 2/2
Simon Miles Ball (resigned with effect from 30 June Simon Miles Ball
2021) (BZZE=—FA=THEEHT) 12/22 0/2
James Charles Gale (appointed with effect from 2 James Charles Gale
January 2022) (BZZ==F—A-HEBEZE) N/ATE A N/ATE A
Independent non-executive Directors BIFHITES
Chan Yau Ching, Bob BRARLE 21/22 0/2
Lam Yat Cheong NEES 21/22 0/2
Tsim Wah Keung, Karl B 21/22 0/2

The Company’s auditor, HLM CPA Limited, also attended the shareholders  ANAFWZEEAIERSHAITTAR AT ITHEREAS -
meetings.

During the year under review, a meeting was held between the Chairman  REEBEFE @ FFEMEELIFATESZRELE T

and all independent non-executive Directors in accordance with provision — 1§XA.2.78177 — X &% °
A.2.7 of the CG Code.
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NON-EXECUTIVE DIRECTORS

All non-executive Directors are appointed for a specific term, subject to
retirement by rotation at least once every three years.

All the independent non-executive Directors have confirmed in writing
to the Company that they have met all the guidelines for assessing their
independence as set out in Rule 3.13 of the Listing Rules. Notwithstanding
that certain of the independent non-executive Directors have served on
the Board for more than nine years, in view that they have demonstrated
the attributes as independent non-executive Directors during their tenure
in office and taking into account their written confirmation of independence
as regards Rule 3.13 of the Listing Rules, the Company considers that all
the independent non-executive Directors to be independent and believes
that their continued service as independent non-executive Directors will be
beneficial to the Company and the shareholders.

TEERRSE

FIITES

AN TESHEZE—RARTFY ARz 8=
FWERE—R -

EBILFNTEECMAARNEAER  HWECKHAE
ERAIES 3G AR EBLIENABIES - &
EETEBUIFATEERNESTGRGEBIF  ENE
EREHMRNCERRBEILFFNTESZER  YOEE
WER ETRAEI G EEMER - AARRRAE
BYIFNTERHBEY - WARERSEREILIFNT
EFRERBBHARRRBERER -
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DIRECTORS’ TRAINING AND EERIIREXRE

PROFESSIONAL DEVELOPMENT

The Group regularly updates Directors on the latest development regarding ZAN&EEFHHMESEE AR 1R M EKSEITRGRE
the Listing Rules and other applicable legal and regulatory requirements FIHESEABNEGERZEZLEERTNSRTEE -
regarding subjects necessary in the discharge of their duties. In addition, Lo AEE—EEEBESEFEEEREE - RAIX
the Group has been encouraging Directors to attend training courses or BRI ZEENZIIRENE L ERKFIBERBER -
via online aids or reading relevant materials on the latest development of {55 Al RS N — 212 5 HARRD 138 S RhE -
applicable laws, rules and regulations so that they can continuously update
and further enhance their knowledge and skills.
Records of the Directors’ training during 2021 are as follows: BER T —FHEIIREET :
Type of
continuous
professional
development

Directors training
BiEEE

2 B REER

Executive Directors BITES

Lee Siu Fong (Chairman) TN (F/E) (i) & (ii)

Leelalertsuphakun Wanee (Managing Director) T (B BT ) (i) & (ii)

Non-executive Directors FHITES
Li Xiaoyi /B (i) & (ii)

Simon Miles Ball Simon Miles Ball (i) & (ii)
James Charles Gale James Charles Gale N/ATER
Independent non-executive Directors BUFHITES

Chan Yau Ching, Bob PR IE (i) & (ii)
Lam Yat Cheong i N=R= (i) & (ii)
Tsim Wah Keung, Karl EER (i) & (i)
(i)  Attending seminar(s) or training session(s). (i) HEEEELIEIRE -

(i) Reading newspapers, journals and updates relating to the (i) MEBEEBEARNESRESTHE - tHEAIRE
Company’s business or Directors’ duties and responsibilities, MERETH TSI RREIBE BT R&H

the latest development of the Listing Rules and other applicable

regulatory requirements, etc.
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AUDIT COMMITTEE AND
ACCOUNTABILITY

The Board is responsible for presenting a balanced, clear and
comprehensible assessment of the Group’s performance and prospects.
The Board is also responsible for preparing the accounts of the Group,
which give a true and fair view of the financial position of the Group on a
going concern basis.

The Company set up an audit committee with written terms of reference in
compliance with Rules 3.21 and the CG Code as set out in Appendix 14 of
the Listing Rules. The primary duties of the audit committee are to review
and supervise the financial reporting process, internal control and risks
management system of the Group.

The audit committee is to serve as a focal point for communication
between other Directors, the external auditors, the internal auditors (where
an internal audit function exists) of the Company, and the management
as regards their duties relating to financial and other reporting, risk
management, internal controls, external and internal audits and such
other financial and accounting matters as the Board determines from
time to time. The audit committee is to assist the Board in providing an
independent review of the effectiveness of the financial reporting process,
internal control and risk management system of the Group, overseeing the
audit process and performing other duties and responsibilities as may be
assigned by the Board from time to time.

The audit committee comprises three members, Dr. Chan Yau Ching, Bob
(chairman of the audit committee), Mr. Lam Yat Cheong and Dr. Tsim
Wah Keung, Karl, who are the independent non-executive Directors of
the Company. In the financial year ended 31 December 2021, four audit
committee meetings were held to review and comment on the Group’s
draft annual, interim and quarterly financial reports, met with external
auditor and provided advices and recommendations to the Board. The
individual attendance record of each member is as follows:

Al AA N/
PEERRE

EREEEREE

BEEE AV AERRANNENER B k2|
- BEFETARURBELEEERRABRA T
RRAREBPHEARRNOAEERE -

RRRRILTERZEG  WASHELAHIELBEE
C AR A ETARRIE 3. 2 GA R SR+ PR 3
EaTh c BRZEENTIERAERRN KEEAKE
MM ERRET - AEEERGREREE

ERREENEREMES - JMNERBED - NABED
(HFENRPERBE) REEE ZHMNEBBR - BT
FEBRBETHENTHELEGRS  BREE - N
% SMNED R NP AIA R E G TR TE B A I K
B EE - BREEENRABYESSBURTAEE
FBHRERE - APEIERERE R EAKRY - BE
BERBERBTEEFETRERNEMBEREE -

ERRESH=-RAKEMER  RAEBL(EREZES
EE) MBESE4EREERITT  BEHARARINE
VHEHTEE -HE_E-_—F+-A=1+—HIHK
FE - BOTOABRZEZEESSH  USRHASENTF
B HFERFENEREERTRHER - HIMNERK
HRBRTER  URNESSRUEARKEER - 84
AR E MR F R T

Number
of audit
committee
meeting
attended/ Attendance
Attendees Total percentage
HEEREES
HEE BEREHERE HER
Chan Yau Ching, Bob PR & IE 4/4 100%
Lam Yat Cheong MHE 4/4 100%
Tsim Wah Keung, Karl JEE 4/4 100%
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BEEAEE

REMUNERATION COMMITTEE

A remuneration committee has been established in February 2012 in
accordance with the requirement of Appendix 14 of the Listing Rules. The
remuneration committee of the Company comprises two independent non-
executive Directors and one executive Director.

Dr. Tsim Wah Keung, Karl is the chairman of the remuneration committee
and Ms. Leelalertsuphakun Wanee and Dr. Chan Yau Ching, Bob are
members of the remuneration committee. The Company has adopted
the model to make recommendations to the Board to determine the
remuneration packages of individual executive Director and senior
management. The major roles and functions of the Company’s
remuneration committee are as follows:

a. Establish and apply a formal and transparent procedure for
setting policy on remuneration for executive Directors and senior
management, and for fixing the remuneration packages for all
Directors and senior management; and

b. Ensure that procedures and principles for fixing packages of all
Directors and senior management are proper so that the levels of
remuneration of Directors commensurate with their qualifications
and competencies, and that such remuneration is sufficient to attract
and retain the Directors and senior management but not excessive.

The terms of reference of the remuneration committee are posted on the
websites of the Company and the Stock Exchange. The remuneration
committee meets at least once a year. During the year ended 31
December 2021, three meetings are held by the remuneration committee
and all the committee members attended the meeting to approve the
annual bonus payable to executive Directors for the financial year 2020,
the monthly salary of Directors and the remuneration packages of
executive Directors during the year under review.

Pursuant to code provision B.1.5 of the CG Code, the Board has resolved
that the senior management of the Company comprise only the Executive
Directors of the Company. Please refer to note 14 to the consolidated
financial statements for details of the remuneration payable to the
Directors.
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NOMINATION COMMITTEE

A nomination committee has been established in January 2022 in
accordance with the requirement of Appendix 14 of the Listing Rules. The
nomination committee of the Company comprises one executive Director
and two independent non-executive Directors.

Ms. Lee Siu Fong is the chairman of the nomination committee and Dr.
Chan Yau Ching, Bob and Dr. Tsim Wah Keung, Karl are members of the
nomination committee. The major roles and functions of the Company’s
nomination committee are as follows:

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

b. Identify individuals suitably qualified to become Board members and
select or make recommendations to the Board on the selection of,
individuals nominated for directorships;

C. Assess the independence of independent non-executive directors;

d. Make recommendations to the Board on the appointment or
re-appointment of directors and succession planning for directors (in
particular the chairman or chairlady and the chief executive officer);

e. Review the policy on Board diversity (the “Board Diversity Policy”)
and any measurable objectives for implementing such Board
Diversity Policy as may be adopted by the Board from time to time
and to review the progress on achieving the objectives; and to make
disclosures of its progress on its review results in the annual report
of the Company annually; and

f. where the Board proposes a resolution to elect an individual as an
independent non-executive director at the general meeting, it should
set out in the circular to shareholders and/or explanatory statement
accompanying the notice of the relevant general meeting:

(i)  the process used for identifying the individual and why the
Board believes the individual should be elected and the
reasons why it considers the individual to be independent;

(ii) if the proposed independent non-executive director will be
holding their seventh (or more) listed company directorship,
why the Board believes the individual would still be able to
devote sufficient time to the Board;

(iii)  the perspectives, skills and experience that the individual can
bring to the Board; and

(iv) how the individual contributes to diversity to the Board.

/\\ //‘—h—\
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BEEAEE

The terms of reference of the nomination committee are posted on the
websites of the Company and the Stock Exchange.

MANAGEMENT COMMITTEE

A management committee has been established in April 2021 which
comprises two executive Directors and several key management
personnels of the Group in respect of research and development,
manufacturing, sales and marketing and finance. The management
committee is established for the purpose of effective and timely
management of the day-to-day activities and business dealings of the
Group, as well as implement all policies and decisions approved by the
Board and to assist the Board in implementing the strategic plans of the
Group.

Ms. Leelalertsuphakun Wanee is the chairman of the management
committee and Ms. Lee Siu Fong and several key management personnels
are members of the management committee. The major roles and
functions of the Company’s management committee are as follows:

a. Oversee the management and the administrative functions of the
day-to-day operations of the Group;

b. Review the documents from the senior management of the Company
on issues relating to its operation, management, strategies and
developments (such as vision, mission, and annual strategy of the
Company) on a regular basis and make recommendations to the
Board regarding any proposed changes;

C. Identify market changes and competition or make recommendations
to the Board on issues relating to the Company’s operation,
management, strategies and developments, such as Company’s
market positions, pricing strategies, new markets and strategic
partnerships;

d. Make recommendations to the Board on matters relating to the
Company’s operation, management, strategies and developments;

e. Handle such other matters as delegated by the Board from time to
time; and
f. Perform all such duties and all such acts in relation to paragraphs

above pursuant to the Company’s Articles of Association and all
applicable statutory rules and regulations in force from time to time.

The terms of reference of the management committee are posted on the
websites of the Company and the Stock Exchange. The management
committee meets at least twice a year. During the year ended 31
December 2021, two meetings are held by the management committee
and all the committee members attended the meeting.
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COMPANY SECRETARY

The company secretary’s biography is set out in the section under
“Directors and Key Personnel Profiles” of this annual report. During the
year ended 31 December 2021, the company secretary has taken no less
than 15 hours of professional training to update his skills and knowledge.

INTERNAL CONTROL AND RISK
MANAGEMENT

The Board is responsible for maintaining sound and effective internal
control and risk management systems over the Group’s asset and
shareholders’ interests, as well as for reviewing such systems’
effectiveness. Such systems are designed to provide reasonable, but
not absolute, assurance against misstatement or loss, and to manage
risks of failure in the Group’s operational systems. The systems include
a well-established organisational structure with clearly defined lines
of responsibility and authority, which is designed to safeguard assets
from inappropriate use, maintain proper accounts, ensure compliance
with regulations and regulate the handling and dissemination of inside
information of the Group.

For the year ended 31 December 2021, the Board has, through the audit
committee with the Group’s internal audit team and the assistance of the
management, conducted a review of the Group’s internal control and risk
management system, including without limitation to financial control,
operational control, and compliance control. The Board assesses the
effectiveness of internal controls by considering reviews performed by the
audit committee, executive management and auditors.

The Board is of the view that the internal control and risk management
systems are effective and there are no irregularities, improprieties, fraud
or other deficiencies that suggest material deficiency in the effectiveness
of the Group’s internal control system.
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AUDITOR’S REMUNERATION

Total auditor’s remuneration for the fiscal year 2021 in relation to
statutory audit work of the Group amounted to HK$1,312,000 of which a
sum of HK$1,180,000 was paid to HLM CPA Limited.

In additions to the statutory audit work, there is sum HK$151,000 paid to
HLM CPA Limited, auditor of the Company, for non-statutory audit service
for the fiscal year 2021.

DIVIDEND POLICY

The Company has adopted a dividend policy on payment of dividends.
Depending on the financial conditions of the Company and the Group and
the conditions and factors as set out in the dividend policy (including but
not limited to the Group’s financial results, cash flow position, business
conditions and strategies, future operations and earnings, capital
requirements and expenditure plans), dividends may be proposed and/or
declared by the Board during a financial year and any final dividend for a
financial year will be subject to the shareholders’ approval.

CONVENING OF EXTRAORDINARY
GENERAL MEETINGS ON REQUISITION
BY SHAREHOLDERS

Shareholders shall have the right to request the Board to convene an
extraordinary general meeting ("EGM"”) of the Company. Two or more
shareholders holding in aggregate of not less than one-tenth (10%) of
the paid up capital of the Company which carries the right of voting at the
general meeting of the Company may send a written request to the Board
of the Company to request for an EGM. The written requisition, duly signed
by the shareholders concerned, must state the purposes of the meeting
and must be deposited at the registered office of the Company.

Shareholders who wish to move a resolution at general meetings may
follow the procedures set out in the preceding paragraph.

Lee’s Pharmaceutical Holdings Limited 2= K ZEERZEAL A R A 7

2T

R-B_—HHFE  BEAKEAEZBRBNZE
Fh4Em$ 41,312,000/ 7T © 1,180,000 7C)55C
RFEREEITARAR -

BOATZBIEN - R-T = —HHEEINRIEATEZ
FIRBAA QR ZBEMER S ATTERA AN HIA
151,000/ 7T °

IR BB

AABDHASI SRR SR - RFARARAE
BB TEMOR A K BB R P B e (1 S AR (BAEET
RAREENT RS  REREMRR - FBRR LK
B - RREEREN  ARERURTHEE)  EEE
AEMRFEARERHERBRE - MBBEENE
{A] AR HR A B R SR AL

ERRFERARARREN ARG

BREGEREREETGERARANBREIAE (R
REBIKE]) - ARBBEARRRMEARBRRAZH
BERNBRBEATDR 02— (10%)WMEIA £
BRAIAEE X AAR R ERSHEHFRERRRE
FIRE - BABRREARSOE@ARVEBRMRZ K
EHWEKN  AVBAEREARRMEMMERE -

MNBRARE LBE —THRERORR BB LRATH
BZFT ©



Corporate Governance Report

PROCEDURES FOR DIRECTING
SHAREHOLDERS’ ENQUIRIES TO THE
BOARD

Shareholders may at any time send their enquiries and concerns to the
Board in writing through the company secretary whose contact details are
as follows:

Lee’s Pharmaceutical Holdings Limited

1/F, Building 20E, Phase 3

Hong Kong Science Park, Shatin, Hong Kong
Telephone: (852) 2314 1282

Fax: (852) 2314 1708

Email: investor@leespharm.com

Shareholders may also make enquiries with the Board at the general
meetings of the Company.

CONSTITUTIONAL DOCUMENTS

During the year ended 31 December 2021, there was no significant
change in the Company’s constitutional documents, and these documents
are published on the websites of the Company and the Stock Exchange.
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Yo & & 3t 6 4T TR 5]
HLM CPA LIMITED

Certified Public Accountants

Rooms 1501-8, 15th Floor, Tai Yau Building
181 Johnston Road, Wanchai, Hong Kong
FusEAT A LA 18197

KA KE15H1501-8%

Tel TE6: (852) 3103 6980

Fax f#E.: (852) 3104 0170

E-mail 7 ¥: info@hlm.com.hk

TO THE MEMBERS OF LEE'S PHARMACEUTICAL HOLDINGS LIMITED
(Incorporated in the Cayman Islands with limited liability)

OPINION

We have audited the consolidated financial statements of Lee’s
Pharmaceutical Holdings Limited (the “Company”) and its subsidiaries
(collectively referred to as “the Group”) set out on pages 75 to 224,
which comprise the consolidated statement of financial position as at 31
December 2021, and consolidated statement of profit or loss, consolidated
statement of profit or loss and other comprehensive income, consolidated
statement of changes in equity and consolidated statement of cash
flows for the year then ended, and notes to the consolidated financial
statements, including a summary of significant accounting policies.

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

Revenue recognition
(refer to note 7 and 8 to the consolidated
financial statements)

The Group’s revenue amounted to HK$1,266 million for the year ended 31
December 2021. Sales of goods are recognised as revenue when goods
are delivered and titles have been passed.

We identified the recognition of revenue as a key audit matter because
revenue is one of the key performance indicators of the Group and
therefore there is an inherent risk of manipulation of the timing of
recognition of revenue.

Our response
Our main procedures in relation to revenue recognition included:
- Obtaining evidence regarding the transfer of control of ownership.

- Testing the key internal controls over revenue recognition, and
assessing whether the accounting policy related to revenue
recognition was applied appropriately and consistently throughout
the year.

- On a sample basis, making selections from sales records and
delivery records, and tracing to their contracts, delivery orders
and customer’s acknowledgement of receipts, and paying special
attention to samples before and after the end of the reporting period
to assess whether the relevant revenue was recognised in the
correct period.

Based on our procedures described, we found that the amount and timing
of the revenue recorded were supported by available evidence.
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Independent Auditor’s Report
BN 2B S

Valuation of retirement benefits on defined
benefit plan

(refer to note 38 to the consolidated financial
statements)

The Group entered into service contracts with the executive directors to
provide certain retirement benefits. There is judgement in determining
valuation of the retirement benefits as recorded at the end of the reporting
period. The valuation is based on a number of assumptions including
discount rate, growth rate of salary and life expectancy.

Our response

Our main procedures in relation to the valuation of the retirement benefits
on defined benefit plan included:

= Assessing the independence and competence of the independent
external valuer appointed by the Group to calculate the fair value of
the retirement benefits.

- Assessing the accuracy and relevance of the input data provided
by management to the independent external valuer by challenging
and corroborating the market data and information from similar
transactions from independent sources.

= Evaluating appropriateness of the methodology and assumptions
used by the independent external valuer.

= Testing mathematical accuracy of the underlying valuation.

We found the methodology and key assumptions to be reasonable.

Intangible assets recognition and impairment
assessment
(refer to note 20 to the consolidated financial
statements)

As at 31 December 2021, the Group reported intangible assets of HK$923
million, of which HK$621 million were capitalised development expenditure
and HK$302 million were license fee.

Development expenditure mainly comprised of development of
pharmaceutical products. The Group capitalised eligible product
development costs upon meeting the criteria as described in Hong Kong
Accounting Standard 38 “Intangible Assets” ("HKAS 38"). Capitalisation
criteria assessment requires significant management judgement and there
is measurement uncertainty at inception and throughout the lives of the
individual projects.
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Independent Auditor’s Report

Management is required to assess at the end of each reporting period
whether any indication of impairment exists, which requires significant
management judgement and assumptions with reference to the ability to
use or sell the products, its future market or economic development.

Our response

Our main procedures in relation to the recognition of intangible assets
included:

= Gaining an understanding of the business process undertaken by
management to assess the appropriate accounting treatment for
each project.

= Assessing the reasonableness of recognition and eligibility criteria
for intangible assets by challenging the key assumptions used or
estimates made in capitalising the cost.

= Testing on a sample basis the expenditure capitalised against source
documents and signed contracts.

= Assessing the ownership of license fee.

Our main procedures in relation to the impairment assessment of
intangible assets included:

= Assessing management’s determination of the impairment based on
our understanding of the nature of the Group’s business.

= Assessing whether there are any indications of impairment by
understanding the business, rationale for the products under
development.

= Discussing with and interviewing the responsible staff and managers
on the progress and future prospects of respective development
projects.

— Selecting products with significant development cost and request for
independent valuation to be done for impairment assessment.

Based on our procedures described, we found the recognition and
impairment assessment on intangible assets to be reasonable.
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Independent Auditor’s Report
BN 2B S

Impairment assessment of goodwill
(refer to note 21 to the consolidated financial
statements)

Management is required to assess at the end of each reporting period
whether there is any indication that goodwill may be impaired. If any such
indication exists, the management shall estimate the recoverable amount
of the asset.

Our response

Our main procedures in relation to the impairment assessment of goodwill
included:

= Assessing management’s determination of the Group’s cash-
generating units based on our understanding of the nature of
the business and the economic environment in which the cash-
generating units operate.

= Based on our knowledge of the business and industry, challenging
the reasonableness of the underlying key assumptions and data used
in the cash flow forecasts (including revenue growth rate, operating
profit, and discount rate used).

Based on our procedures described, we found the estimations of
management in relation to goodwill are supported by plausible evidence.

Fair value measurement of unlisted
investments held as financial assets at fair
value through other comprehensive income
and through profit or loss

(refer to note 23 and 24 to the consolidated
financial statements)

The Group held several unlisted investments on a combination of market
observable inputs, unobservable inputs and valuation techniques. The
Group’s fair value measurement of the financial assets arising from the
unobservable inputs used in determining the fair value of the unlisted
investments was grouped under level 3 of fair value hierarchy.

As at 31 December 2021, the Group held several unlisted investments
which were measured at fair value amounted to HK$161 million, which
had significant unobservable inputs in the valuation, and hence were
categorised within Level 3 of fair value hierarchy, representing 4.43% of
the Group’s total assets as at 31 December 2021.
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