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Founded in 2001 and listed on the Main Board of The Stock Exchange of Hong
Kong Limited in 2010, Sihuan Pharmaceutical Holdings Group Ltd. (“Sihuan
Pharmaceutical” or the “Company”, together with its subsidiaries, the “Group”)
(Stock Code: 00460.HK) is an international medical aesthetic and biopharmaceutical
company led and driven by innovation, with an independent and leading research
and development (“R&D") technology platform, a rich global product pipeline,
strong product registration capability, a full dosage form production platform with
high efficiency and low cost and a mature and excellent sales system. Adhering to
the overall strategic objective of “full promotion of a two-wheel drive strategy of
its medical aesthetics and biopharmaceutical businesses”, Sihuan Pharmaceutical
endeavours to build itself into a leading medical aesthetics and biopharmaceutical

company in China.
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Industry Overview

Looking back at the first half of 2022, the global economy was hit by multiple
factors, which hampered its recovery. The overall situation became uncertain due
to COVID-19 epidemic recurrence, heightened geopolitical risks arising from Russia-
Ukraine conflict, China-U.S. rivalry, tightening of monetary policy and interest
rate rises of the Federal Reserve, as well as other negative factors. As a result,
high inflation spread across the globe, the market witnessed accelerated liquidity
tightening, international capital flowed back to U.S. dollar and foreign capital sped
up the reduction of their holding in China concept stocks, which dragged down the
performance of Hong Kong stocks. Looking ahead to the second half of the year, it
is expected that the impact of external risk factors that previously suppressed market
performance will gradually recede, and interest rate reduction will be fully carried
out. The Federal Reserve may revise up its inflation tracking targets under intensifying
recession risks to ease the pressure on real economic growth and financial system
stability, thus to improve the liquidity, and the market could gradually recover. On the
domestic front, policies aiming to achieve stable growth and stimulate consumption
will continue to produce effects while the epidemic is put under control in some
areas. Monetary and fiscal policies are expected to loosen to drive economic recovery
in the future and boost reflux of capital. As the fundamentals bottom out, corporate
earnings may rebound in the second half of the year, further highlighting the
valuation advantages of Hong Kong stocks.

During the first half of the year, the continuing and recurring outbreak of the
epidemic in China, especially from late March to the end of May, severely affected
domestic cities including Shanghai, leading to city lockdown, road closure, and
unsmooth logistics. As a result, downstream end institutions in the medical aesthetics
industry, which focused on offline consumption and were distributed in high-tier
cities, halted their operations or closed down on a massive scale, and the impact has
spread to the upstream of the industrial chain, resulting in the product supply of
some enterprises in the upstream industrial chain being affected to varying degrees.
Such situation did not change until June. As Shanghai lifted the lockdown, the
government’s policy package for stimulating consumption and ensuring economic
growth was put into implementation in succession, in particular, a number of
policies were rolled out in support of the medical aesthetics industry: for example,
Shenzhen issued measures for the medical aesthetics industry to clearly encourage
the development of medical aesthetics industry as well as high-quality standardized
products. If the epidemic situation stabilizes in the second half of the year, it is
expected to see a strong rebound in performance with a gradual pick-up in the
medical aesthetics business in the second half of the year.
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The pharmaceutical industry was also significantly affected by the epidemic. Despite
the increase in demand related to the epidemic, the impact of the upstream end on
production and delivery caused by the closure and control, and the decline in the
number of hospital medical services caused by the control of personnel flow in the
downstream end of related areas have all affected the overall performance in the
first half of the year to varying degrees, especially in the areas with severe outbreak
of COVID-19 epidemic, where the impact on related enterprises was more obvious.
The price reduction of the sixth round of centralized procurement was officially
implemented, which further squeezed the profit margins of many pharmaceutical
companies, resulting in the pressure on the overall performance of the pharmaceutical
industry in the first half of the year. With the relief of the epidemic in the second
half of the year, the first domestic anti-COVID-19 oral medicine was approved for
marketing, the outpatient volume of hospitals began to recover, hospitals even fully
resumed work, and the operating conditions of the pharmaceutical industry will
gradually improve. At the same time, with the election results of the seventh batch
of centralized procurement being announced, the average decrease in prices of drugs
to be selected has reached 48%, which is believed to bring continuous downward
pressure to related pharmaceutical companies. Therefore, achieving innovative
transformation in business is the only path for Chinese generic drug companies to
survive and sustain development.

The Group’s business

As one of the leading companies in the traditional pharmaceutical industry, the
Group fully understands the importance of and focuses on product innovative
transformation, and began to lay out Xuanzhu Biopharm as early as in 2012, and
Huisheng Biopharm and medical aesthetic business in 2014. With the forward-
looking layout in medical aesthetic and biopharmaceuticals, our transformation and
development took a big step forward with the tide when the market began to change
obviously. With the medicine reform entering a deep-water zone, as well as the
comprehensive advancement of fee control and price reduction, the two-wheel drive
strategy of medical aesthetics plus biopharmaceutical of the Group was advanced
at full speed. At the same time, in July 2022, the Group announced that it intends
to propose the disposal of some or all generic drugs that do not meet performance
expectations or do not meet long-term strategic development objectives and other
non-core pharmaceutical or healthcare businesses and assets, so as to further focus its
management and resources on the medical aesthetic sector with higher growth and
profit margin, and the biopharmaceutical sector with high value growth, and help to
maximize the shareholders’ value, improve the efficiency of the Company’s resources
allocation, and enhance the long-term financial performance.

For the six months ended 30 June 2022 (the “Period”), despite the impact of the
epidemic on our business segments to different extents, the Group has achieved
corporate business transformation and development, accelerating the R&D of new
products and the commercialization of approved products, and finalizing progress
in capital market based on the Group’s forward-looking layout and the two-wheel
drive strategy of medical aesthetics and biopharmaceuticals. Leveraging its strategic
deployment and adjustment on the long-term development, the Group has achieved a
lot of good business progress during the Period.

B TR EE AR A A SIHUAN PHARMACEUTICAL HOLDINGS GROUP LTD.
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MANAGEMENT DISCUSSION AND ANALYSIS

During the Period, the Group’s medical aesthetic platform, Beijing MeiYan
Konglian Biotechnology Co., Ltd. (“MeiYan Konglian”) had successfully
transformed from single product distribution sales model into a one-stop medical
aesthetic platform with its product layout covering the whole life cycle. The Company
is equipped with global layout, comprehensive and professional product matrix,
excellent R&D and registration capabilities, cost-controlled local production facilities
and diversified marketing and sales abilities and comprehensive sales channel
coverage. During the Period, the overall sales revenue of the medical aesthetic
platform was significantly affected by the epidemic, mainly because the downstream
end institutions of medical aesthetic industry focused on offline consumptions, and
they were mostly located in high-tier cities, while the epidemic control has led to
travel restrictions of customers and limitations on the services hours and capacity
of medical aesthetic institutions, resulting in the decrease of service volume, which
was transmitted to the upstream of the industry chain. However, MeiYan Konglian
continued to develop based on previous sales coverage, and it not only expanded
the number of medical aesthetic institutions covered, but also improved the quality
of coverage, making greater efforts to the provision of high value-added service and
sales support to medical aesthetic institutions. As of 31 July 2022, the sales channel
of Letybo® had reached over 280 cities in 29 provinces, covering over 2,920 medical
aesthetic institutions. In particular, Letybo® 50U was also on sale from this year, which
added to the choice of small doses in the market. The Group also quickly promoted
the R&D and registration of its products, with a number of products being approved
one after another. Hyaluronic acid Persnica®, a product exclusively distributed by the
Group and produced by Hugel, Inc. (“Hugel”) in South Korea, and nearly 20 Class |l
skin care dressing products self-developed by MeiYan Konglian have been approved
by the National Medical Products Administration (the “NMPA") for marketing. The
Group also focused on expanding business layout by introducing overseas mid- to
high-end products or through mergers and acquisitions, including the introduction of
Sylfirm X™, a golden microneedle product manufactured by VIOL Co., Ltd (“VIOL") in
South Korea, and the acquisition of 60% equity interest in Shenzhen Yimei Medical
Technology Co., (“Shenzhen Yimei”) during the Period, to implement its layout
in the field of optoelectronic devices. In January 2022, the Group formed a joint
venture with Bluepha Co., Ltd (“Bluepha”), a Chinese unicorn company in the field
of synthetic biomaterials, to jointly develop PHA microspheres, the next-generation
regenerative material, and bio-manufacturing-based regenerative medical materials,

entering into the blue ocean of synthetic biology field in advance.

In addition, the Group has been focusing on the R&D of innovative oncology drugs
and diabetes drugs with high technological barriers, and have successfully incubated
and built two of China’s leading independent biopharmaceutical R&D platforms that
integrate clinical research, clinical development, registration, production and sales:
Xuanzhu Biopharmaceutical Technology Co., Ltd. (“Xuanzhu Biopharm”) and Jilin
Huisheng Biological Pharmaceutical Co., Ltd. (“Huisheng Biopharm”). During the
Period, both platforms made positive progress in product R&D:
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Xuanzhu Biopharm, an innovative drug platform of the Group, is one of the
companies with the most comprehensive layout in the breast cancer track in
China. It has an independent and complete R&D system for high-level small
molecule and macro molecules innovative drugs, as well as a product pipeline
with rich layout. It possesses the capability of continuous independent innovation
and continuous output, and can rely on the resources of the Group to quickly
implement industrialization and commercialization systems and capabilities. In
aspect of product pipeline, Xuanzhu Biopharm has over 25 innovative drugs under
development, with development capabilities in the fields of small molecules and
macro molecules, targeting areas such as oncology, metabolism and digestion,
and has made a comprehensive layout for the main targets of breast cancer. As to
Birociclib, a CDK4/6 inhibitor, its phase Ill clinical trials enrollment of Second-line
treatment with Fulvestrant and its First-line treatment with Al are in progress, and
its monotherapy is also in critical clinical stage; the New Drug Application (“NDA")
of the treatment for indication of peptic ulcer with Anaprazole Sodium has been
accepted by the NMPA, and the treatment for indication of reflux esophagitis (RE) in
adults has been approved for phase Il clinical trials; in addition, nearly 10 products,
including KM257, a bispecific antibody (the “bispecific antibody”) drug, XzZP-
3621, a drug for the treatment of non-small cell lung cancer (NSCLC), XZP-5955,
a dual targeted NTRK/ROS1 inhibitor and XZP-5610, a drug for the treatment of
Non-alcoholic Steatohepatitis (NASH) are in the clinical stage. The pipeline layout
is complete and balanced in long, medium, and short terms, with strong capability
to innovate continuously, in order to ensure that at least 1-2 products could apply
for Investigational New Drug (“IND”) every year in the future. Except the self-
developed product, Xuanzhu Biopharm also introduced a number of blockbuster
products with First-in-class (“FIC”) potential. Among them, the IND of AXL inhibitor
developed in cooperation with SignalChem Lifesciences Corporation (“SignalChem”)
has been approved, and the joint exploration experiments will be carried out on the
Penpulimab PD-1 monoclonal antibody of CTTQ-Akeso (Shanghai) Biomed. Tech. Co.,
Ltd ("CTTQ-Akeso"), which further promotes the development of Xuanzhu Biopharm
in the field of anti-oncology.

To further promote the upgrade and development of Xuanzhu Biopharm, the Group
has submitted an application to the Stock Exchange and obtained the approval to
spin off Xuanzhu Biopharm and apply for listing on the STAR Market of the Shanghai
Stock Exchange during the Period. The Group believes that the spin-off and listing
of Xuanzhu Biopharm will not only help Xuanzhu Biopharm further become an
independent innovative drug R&D platform company, but also increase its financial
flexibility and enhance its ability to raise external funds, to support the rapid growth
and industrialization development of its business.
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MANAGEMENT DISCUSSION AND ANALYSIS

Huisheng Biopharm is a biopharmaceutical platform of the Group. It is also a newly-
rising leading biopharmaceutical company in China, which has achieved full product
coverage in the fields of diabetes and complications, with over 40 products in the
pipeline at different stages, covering second-, third- and fourth-generation insulin
and analogues, various traditional oral hypoglycemic drugs, new targets such as DPP-
4, GLP-1 and SGLT-2, and drugs for complications. During the Period, the marketing
applications for five products including class 1 innovative drug SGLT-2 inhibitor
Janagliflozin, insulin aspart injection, insulin aspart 30 injection, insulin aspart 50
injection and mecobalamin injection of Huisheng Biopharm have been accepted;
at present, the marketing applications for the blockbuster product, the fourth-
generation insulin degludec injection, and vildagliptin tablets, have been accepted,
as well as the insulin degludec and insulin aspart injection, is in phase lll clinical trials
with all patients out.

In addition to the rapid progress of products, during the Period, Huisheng Biopharm
completed Round A financing, obtaining the investment with a total of RMB500
million led by Jiangsu China Life Jiequan Equity Investment Center (L.P.) (the “China
Life Healthcare Fund” or “China Life Private Equity Investment”), with a
post-investment valuation reached RMB5 billion amidst the market downturn and

tightened liquidity.

The business segment of Sihuan Pharmaceutical CDMO is an integrated CDMO
service platform of high-quality active pharmaceutical ingredient (the "“API") +
formulation meticulously incubated by the Group. Since 2020, the Group has
actively revitalized its redundant API production resources and production capacity
from its subsidiaries to optimize the ratio of input and output, and achieve business
transformation and upgrade, which has achieved preliminary results. As of the first
half of 2022, the Group has integrated its premium APl/advanced intermediates
production bases and Beijing Aohe Pharmaceutical Research Institute Co., Ltd.
("Aohe Research Institute”) for unified management to enhance its R&D technical
strength and industrial transformation capabilities. Relying on a team highly
experienced in the development and industrialization of high-end APIs, the Group
has built a high-standard production management system, introduced professional
management with over 10 years of industry experience and built a professional R&D
team of nearly a hundred staff. The Group has implemented an integrated CDMO
two-wheel drive strategy of APl + formulation and is committed to providing global
customers with leading integrated solutions focusing on special APIs and high-end
CDMO business.
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In addition, leveraging on the three core capabilities of registration,
production, sales, the Group helps and accelerates the launching and
commercialization of the high-quality product pipelines of Sihuan medical
aesthetics and pharmaceuticals segments. The Group’s rapid registration ability
made it the first company to bring Korean botulinum toxin into the Chinese market
and also enabled the Group to complete the registration of various self-developed
varieties in a very short term. Secondly, the Group has a high-efficiency and low-cost
production platform, and its business layout in production capacity and raw materials
enables the Group to have a strong cost advantage to achieve rapid industrialization
development. In addition, the Group also has the market-recognized medical
academic marketing and sales abilities. On the professional and efficient academic
marketing platform covering the whole China, the professional marketing team and
business sales network of the Group can not only promote the continuously rapid
penetration of existing products, but also endow the new launched products with

strong “monetization” ability.

Results for the Period

During the Period, the Group recorded a total revenue of approximately RMB1,464.2
million, representing a year-on-year decrease of 23.2% over the total revenue of
approximately RMB1,907.2 million for the same period in 2021. The decrease was
mainly due to the impact of the continued development of the domestic epidemic

and policy changes of the pharmaceutical industry in the first half of the year.

The medical aesthetic business segment achieved a revenue of approximately
RMB98.6 million, representing a year-on-year decrease of 61.8%, mainly attributed
to the decrease in consumptions caused by the inability to operate and provide
service in downstream end due to the impact of the epidemic, and the impact has
spread to the upstream of the industry chain resulting in less product supply. The
generic drug business segment achieved a revenue of approximately RMB1,233.0
million, representing a year-on-year decrease of 18.3%, mainly due to the impact
of the continued development of the domestic epidemic and policy changes of the
pharmaceutical industry in the first half of the year.

Due to the above reasons, during the Period, the Group achieved an operating profit
of approximately RMB203.2 million, representing a decrease of 77.1% over the
operating profit of approximately RMB886.0 million for the same period in 2021.

During the Period, the Group continued to ramp up the investment in R&D to create
a pipeline of over 100 medical aesthetic and biopharmaceutical products. It rapidly
promoted the R&D progress of the Group’s product pipeline, accelerated the product
industrialization and gradually realized value amplification. During the Period, the
total R&D expenses amounted to approximately RMB457.3 million, representing an
increase of 37.1% as compared to the R&D expenses of approximately RMB333.6
million for the same period in 2021.

B TR EE AR A A SIHUAN PHARMACEUTICAL HOLDINGS GROUP LTD.
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MANAGEMENT DISCUSSION AND ANALYSIS

Although the Group’s R&D expenses increased significantly year on year, this also
catalyzed a significant increase in the quantity and quality of the Group’s product
pipelines, which have contributed to a significant increase in the corporate value,
financing capacity and corporate awareness of the Group’s innovative drug platform.
During the Period, Huisheng Biopharm completed Round A equity financing, which
attracted a total investment amounted over RMB500 million, with a post-investment
valuation of RMB5 billion. This was a further round of financing for the Group's
biopharmaceutical segment following Xuanzhu Biopharm’s Round B financing of
RMB610 million in December 2021, which fully demonstrated the recognition of the
R&D capabilities, product pipelines, management team, future industrialization and
commercialization capabilities of the Group’s two innovative and biological drug
platforms from the capital market, as well as proved the high valuation of the product
pipelines of the Group’s two biopharmaceutical segments.

After supporting and completing a high level of R&D investment, and the timely
completion of the payment of a dividend totaling approximately RMB1,007.6
million in June of this year, as of 30 June 2022, the Group’s balance in cash and
cash equivalents plus wealth management products remained at approximately
RMB5,246.0 million, and the total amount of cash and cash equivalents plus
wealth management products, net of interest-bearing bank borrowings and other
borrowings, was approximately RMB4,049.0 million. The Group’s debt to capital
ratio (i.e. a percentage of borrowings divided by equity attributable to owners of the

Company) was 16.5%, which remained low.

Business Review

1. Medical Aesthetic Business Segment: Accelerating the
Approval of the Self-developed Pipeline and Achieving
the Upgrade and Development from Product Distribution
to the Integration of R&D, Production and Marketing
In 2021, the Group successfully promoted strategic transformation and
established a “one-stop” medical aesthetic platform with full product matrix,
strong R&D and registration capabilities, low-cost localized production facilities,
diversified marketing and sales abilities and comprehensive channel coverage
by means of globalized layout. In the first half of 2022, the Group continued
to excavate in the field of medical aesthetics, further diversified its product
pipeline, and expanded in the key medical aesthetics field, as well as enhanced
its product sales capabilities, increased its channel coverage, strengthened its
services to downstream end institutions, and provided more sales supports and
medical trainings.
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During the Period, the revenue of MeiYan Konglian, the medical aesthetic
business segment, reached RMB98.6 million, representing a year-on-year
decrease of 61.8%, accounting for 6.7% of the Group’s overall revenue,
mainly due to a decrease in upstream shipments resulting from the suspension
of downstream end business which was severely affected by the epidemic,
disruption of logistics and sluggish consumption of consumers. The medical
aesthetic business segment realized operating profit of RMB41.6 million,
representing a decrease of 79.1% year-on-year.

MeiYan Konglian further upgraded its sales structure, optimized sales
strategies, improved sales capabilities and enriched the service contents during
the epidemic although sales were greatly affected by factors such as the closure
of institutions and personnel travel restrictions due to the epidemic. Relying
on the extensive coverage of institutional channels built in the past year, the
focus of product sales of MeiYan Konglian this year is on in-depth exploration.
During the Period, MeiYan Konglian improved its service quality for key
accounts to further empower the sales channels and entered into strategic
cooperation agreements with leading institutions, with the premise of ensuring
annual sales, it provided more sales support solutions, carried out one-on-one
customized services, held several operation strategy activities in major regions
to promote communication with operation departments of medical aesthetic
institutions, and cooperated with the institutions to carry out consumer side
education to reduce their marketing costs. MeiYan Konglian also conducted
refined management of the internal marketing and sales center during the
Period by dividing the marketing and sales department into two divisions
according to the characteristics of product sales. Division | will be responsible
for the sales of blockbuster products of botulinum toxin Letybo® and hyaluronic
acid Persnica®, and division Il will be responsible for the sales of approved Class
Il products. It is also equipped with the national marketing department and the
medical department to assist in providing product-related brand promotion,
brand reputation building, medical information support, doctor training and
other services.

B TR EE AR A A SIHUAN PHARMACEUTICAL HOLDINGS GROUP LTD.
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MANAGEMENT DISCUSSION AND ANALYSIS

During the Period, the Group also adopted selection and upgradation
strategy against its agents to eliminate those who did not meet performance
expectations in certain regions. The sales model of some major regions and key
institutions was changed to direct sales to further improve the provision and
security of one-on-one customized services, ensuring to bring more suitable
sales and operation solutions to medical aesthetic institutions and further
promote the continuous growth in sales of MeiYan Konglian in the future. As
of 31 July 2022, the Group had a total of approximately 80 sales staff, most of
whom held key positions in marketing and training in multinational or domestic
leading medical aesthetic and pharmaceutical companies such as Allergan,
Galderma and Johnson & Johnson, etc., and have over 10 years of experience
in average in the medical aesthetic industry. As of the end of July, the Group
has cooperated with more than 25 agents in more than 280 cities nationwide,
covering more than 2,920 medical aesthetic institutions. The proportion of
leading 500 medical aesthetic institutions is fully covered.

Through the overall layout of “direct sales and distribution”, MeiYan Konglian
not only has strengthened the ability to serve high-quality major customers
to further empower the sales channels, but also kept continuous increase in
the number of institutions covered. Furthermore, the doctor training system is
gradually built through the medical department to improve and facilitate the
resources binding of doctors. Leveraging on the Group’s strong sales gene
and medical expertise in the pharmaceutical business in the past, the Group
has achieved high-quality empowerment to the channels of medical aesthetic
institutions. The Group believes that further upgrading and optimizing the
sales model of MeiYan Konglian will drive the long-term continuous growth in

performance.

During the Period, except for sales model upgrading and channel binding
optimization, MeiYan Konglian never left behind its principle of “Product First”
and continued to build its medical aesthetic product matrix and to provide
non- or minimally invasive medical aesthetic comprehensive solutions through
further layout in filling, supporting, supplementing, optoelectronic devices, skin
care and other areas.
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The modified sodium hyaluronate gel for injection (product name: Persnica®),
which is exclusively distributed by the Group and produced by Hugel from
South Korea, obtained Class Ill medical device certificate from the NMPA in
April 2022. Hyaluronic acid Persnica® is a sterile, pyrogen-free, non-animal-
derived, cross-linked sodium hyaluronate gel for mid-dermal injections in facial
tissue to correct moderate to severe nasolabial folds. The product uses single-
phase cross-linking technology, which has the advantages of good support,
non-spreading displacement, uniform metabolism, long-lasting shaping, high
viscosity value, high cross-linking degree and high shaping capacity. Hyaluronic
acid Persnica® is a hyaluronic acid product produced by Across, a subsidiary of
Hugel. The product is one of the most popular hyaluronic acid filler brands in
South Korea, which is loved and sought after by young people.

In March 2022, MeiYan Konglian, a subsidiary of the Group, has recently
reached an exclusive distribution agreement in relation to Cellbooster® series
products with Suisselle SA (“Suisselle”) from Switzerland, and obtained the
exclusive distribution rights for the products in mainland China, Hong Kong,
Macau and Taiwan. Cellbooster® series products are a new generation of
skin booster injection, which are the high-end Swiss hyaluronic acid complex
solution products, including four products of Cellbooster® Glow, Cellbooster®
Lift, Cellbooster® Shape and Cellbooster® Hair, which are used for brightening
skin tone, smoothing wrinkles, local shaping and preventing hair loss and
hair graying, respectively. It is the first CE-marked stabilized complex due to
Suisselle’s unique patented physical cross-linking CHAC technology.

In January 2022, the first layout of the Group in the optoelectronic equipment
market was implemented. MeiYan Konglian, a subsidiary of the Group, entered
into an exclusive distribution agreement with VIOL from South Korea in respect
of the SYLFIRM X™ golden microneedle (& ##1) product and obtained the
exclusive distribution right of the product in Mainland China, Hong Kong and
Macau. The SYLFIRM X™ distributed by the Group is a new generation of
golden microneedle, which has great advantages over other radiofrequency
microneedle products currently on the market. It is also the first radiofrequency
microneedle instrument with dual-wave action (continuous wave plus impulse
wave) in the world, which can treat various skin problems at all layers from
superficial to deep. With the rapid growth of China’s radiofrequency medical
aesthetics equipment market, it is believed that the new technology iterations
brought by SYLFIRM X™ will be a greater attraction to Chinese medical
aesthetics institutions and beauty seekers.

B TR EE AR A A SIHUAN PHARMACEUTICAL HOLDINGS GROUP LTD.
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MANAGEMENT DISCUSSION AND ANALYSIS

In January 2022, the Group further expanded its product portfolio and
entered into core areas. It signed an agreement with Bluepha, whereby the
two parties will establish a joint venture to jointly develop PHA microspheres
and bio-manufacturing-based regenerative medical materials, and the two
parties will jointly complete the R&D, compliance declaration and subsequent
commercial promotion of the products. PHA is an intracellular polyester
synthesized by microorganisms and a natural high-molecular polymer. Whether
for entering the scarce non- or minimally invasive medical aesthetics market
as a new material or in terms of the safety of the material itself, PHA will be
a good choice for non- or minimally invasive medical aesthetics. There is great
development potential in the field of synthetic biology. It is predicted that in
the field of commercial applications, the synthetic biology market is expected
to grow rapidly at a CAGR of 30% by 2025. The strategic cooperation between
the Group and Bluepha to jointly establish a joint venture gives the Group an
opportunity to enter the huge industrial blue ocean of synthetic biology in
advance and successfully take the first step in the vertical extension from the
medical aesthetics industry end to the upstream raw material end, which will
help the Group further improve its layout in the field of medical aesthetics and
enhance the core competitiveness of the Group.

MeiYan Konglian has entered into an equity transfer agreement and a capital
increase agreement with Shenzhen Yimei and its original shareholder to invest
in Shenzhen Yimei by way of equity transfer and capital increase. After the
completion, MeiYan Konglian will hold 60% of the equity interest in Shenzhen
Yimei. Shenzhen Yimei has the patented technology of collimated ultrasound
and superficial focused ultrasound two in one, and through independent
research and development, it has become the first company in China to
successfully apply this two-in-one patented technology to the approved
medical device. At the same time, Shenzhen Yimei also introduces the world’s
leading cold and heat lipolysis system. This system uses the latest RET radio
frequency technology to stimulate cell to rub, collide, vibrate and do other
physical movements to produce deep source heat, which raises the basal body
temperature and increases the basal metabolic rate and immune capacity, thus
promoting subcutaneous and visceral fat decomposition and metabolism. The
Group will launch its R&D and production in the field of optoelectronic devices
by leveraging the platform of Shenzhen Yimei.
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During the Period, nearly 20 skin dressing patch products independently
developed by the Group obtained the Class Il medical device registration
certificate issued by the NMPA, including three recombinant type Il collagen
gel dressing, skin repair dressing and medical skin repair dressing sheet
products, four medical skin care dressing patch products, three medical scar
repair products, two medical skin care and repair gel products, and eight
gynecological dressing products. With focus on the two pain points of wound
healing and scar repair after medical aesthetics treatment, these products
can be used for post-laser repair and post-surgical wound repair, etc., and
accelerate the repair and regeneration of damaged tissues in a targeted

manner.

In order to realize the industrialization of products under research and
development, MeiYan Konglian has set up three high-efficiency and low-
cost production bases in China, with a total area of 16,000 square meters.
Currently, 10 production lines have been set up, covering pre-filled products,
lyophilized powder injection products, active equipment and dressings, etc.
The production process is automated, and the production status is controllable
in real time to ensure the ability to manage details and the traceability of
the production process. All production workshops meet aseptic purification
requirements and have a sound quality management system, and risk
management is implemented for the whole life cycle of products to ensure
safety, effectiveness and quality controllability of the products.

In 2022, with the further expansion of the Group’s product matrix, the rapid
advancement of product in R&D, clinical and registration stages, and the
upgrading and optimization of sales services, the Group’s medical aesthetics
business will further become a leading medical aesthetics company in China
that achieves full product coverage for the whole life cycle needs of beauty

lovers.
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MANAGEMENT DISCUSSION AND ANALYSIS

Innovative Drug and Other Business Segment: Successfully
achieved the innovative transformation from traditional
generic drug companies to biopharmaceutical companies,
and promote the upgrading and development toward a
leading biopharmaceutical company in China at full speed

The Group has continuously deepened the development of the biopharmaceutical
segment, accelerated the rapid development of product R&D and capital
market operation of Xuanzhu Biopharm and Huisheng Biopharm, and
simultaneously promoted the further integration and development of CDMO
business segment. During the Period, Xuanzhu Biopharm, a leading innovative
drug enterprise focusing on oncology drugs, made breakthroughs in multiple
product R&D, and simultaneously promoted the process of spin-off and listing
on the STAR Market, continuing to promote innovative drives. The fourth-
generation insulin degludec injection, a blockbuster product of Huisheng
Biopharm, became the first domestic product that has applied for an NDA
in China, further establishing the position of Huisheng Biopharm as the
biopharmaceutical leader with full product coverage in the field of diabetes
and complications. Sihuan further integrates and divests assets and resources
of CDMO business, implements the integrated CDMO two-wheel drive strategy
of APl + formulation, and is committed to providing global customers with
leading integrated solutions with special APIs as the core and undertaking
high-end CDMO businesses. The three platforms in the innovative drug and
other business segment have developed side by side based on their respective
advantages and paces, driving the Group to continue its innovation and
transformation, and laying a solid foundation for building a leading biomedical

company in China.
During the Period, the Group’s R&D expenses in innovative drug and

other segment were RMB317.5 million, increasing 46.0% compared to
the R&D expenses of RMB217.4 million for the same period in 2021.
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most comprehensive layout in the breast cancer
track in China and a leading biopharmaceutical
company in China with comprehensive innovative
drug development capabilities in the fields of small
molecules and macro molecules

As the locomotive of the Group’s innovative transformation, Xuanzhu
Biopharm, after ten years of development, has gathered an outstanding
team of nearly 400 people led by returnee scientists. The company owns
the ability to research and develop innovative drugs independently, and
forms a complete R&D system. It has become one of the few platform-
type innovative drug companies with comprehensive innovative drug
development capabilities in the fields of small molecules and macro
molecules in China.

During the Period, Xuanzhu Biopharm continued to advance the R&D
progress of the products under development, and achieved R&D
expenses of approximately RMB176.5 million.

Xuanzhu Biopharm'’s product pipeline is mainly driven by independent
R&D and supplemented by introduction. Focusing on major diseases, big
markets and multi-target layout of same diseases, it has over 25 products
under development in areas such as oncology, metabolism and digestion.
Moreover, Xuanzhu Biopharm has made a comprehensive layout for
the main targets of breast cancer in the key track, and is one of the
companies with the most comprehensive layout in the breast cancer
track in China. During the Period, two indications of Birociclib (XZP-3287
CDK4/6 (cyclin-dependent kinases 4 and 6) inhibitor), the class | new
drug candidate of Xuanzhu Biopharm, have entered into phase Il clinical
trials in combination with aromatase inhibitor and fulvestrant. Pre-
clinical data showed that Birociclib has a unique pharmacokinetic profile,
which penetrates the blood-brain barrier, and has the potential efficacy
in breast cancer patients with brain metastases and patients with brain
tumors. Moreover, due to the novel targeting mechanism of CDK4/6
inhibitor, Birociclib is able to demonstrate clinical benefits and market
influence through multiple novel Birociclib-based combination therapies.
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MANAGEMENT DISCUSSION AND ANALYSIS

In July 2022, the marketing application for fulvestrant of Xuanzhu
Biopharm was also accepted by NMPA. Fulvestrant injection is clinically
indicated for the treatment of estrogen receptor positive (ER+) locally
advanced and metastatic breast cancer. This blockbuster drug will
be used in combination with CDK4/6 inhibitor Birociclib of Xuanzhu
Biopharm, to treat advanced breast cancer. The combination of
fulvestrant with CDK4/6 inhibitor can significantly improve the survival
benefit of patients. The future launch of fulvestrant injection will further
enhance the Group's strength in the field of oncology treatment.

In the same month, Xuanzhu Biopharm's self-developed Anaprazole
Sodium Enteric Dissolve Tablets obtained approval from the NMPA on
the investigational new drug (IND) application of phase Il clinical trials
for the treatment for new indication of reflux esophagitis (RE) in adults
and the control of its associated symptoms (acid reflux, heartburn,
retrosternal pain or discomfort, belching reflux, etc.). Anaprazole
Sodium is the only new generation proton pump inhibitor independently
developed in China. The NDA for its first indication, duodenal ulcers,
was submitted and accepted by the NMPA in 2021. Clinical data showed
that the safety and symptom relief of the Group’s developed Anaprazole
Sodium are the best-in-class.
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In May 2022, Xuanzhu Biopharm has successfully received IND approval
from NMPA for its application of capsule XZB-0004, a highly potent
and highly selective AXL inhibitor, in clinical trial on advanced solid
tumors and hematologic malignancies. Xuanzhu Biopharm has entered
into collaboration with SignalChem in September 2021, introducing the
exclusive development and commercialization rights in the Greater China
region. In addition, Xuanzhu Biopharm has entered into the cooperation
agreement in relation to combination therapies with CTTQ-Akeso,
pursuant to which, both parties agreed to jointly carry out exploration
and experiments on the XZB-0004 and the Penpulimab PD-1 monoclonal
antibody of CTTQ-Akeso, with an aim of developing their application of
combination therapies for solid tumors. AXL inhibitor is a highly selective,
oral, small molecule product. At present, preclinical data shows that it
is a “Best-in-Class” inhibitor and has the potential to become a “First-
in-Class” inhibitor. AXL inhibitor not only has single-agent efficacy in
multiple solid and hematological tumor trials, but also can potentially be
in combination with a variety of drugs under development at Xuanzhu
Biopharm's pipeline for treatment of a number of refractory tumors.

In March 2022, the application for the class 1 macro molecules
innovative drug XZP-KM257 (recombinant anti-HER2 domain Il and
domain IV bispecific antibody injection), independently developed by
Xuanzhu Biopharm, has been approved successfully by the NMPA to
initiate clinical trials for the treatment of advanced solid tumors with
intermediate and high expression of HER2+. KM257 is a HER2/HER2
bispecific antibody of Xuanzhu Biopharm developed from the Mebs-
lg (Monoclonal-antibody Editing Bispecific Immunoglobulin) platform
and Mab-Edit (Monoclonal-antibody Editing) technology platform
independently developed by Xuanzhu Kangming, the macromolecule
innovative drug company under Xuanzhu Biopharm. Possessing a brand-
new mechanism, it is a bispecific antibody targeting two different
domains of HER2 (domain Il and domain 1V), and highly innovative. HER2
bispecific antibody, the next-generation drug targeting HER2, is the
focus of R&D for major domestic and foreign pharmaceutical companies.
There are no HER2/HER2 bispecific antibody drugs on the global market
yet, and all of them are in the clinical stage. Compared with other HER2/
HER2 bispecific antibodies under development, KM257 has the potential
to become the Best-in-class with its high stability and efficacy.

VU IR B8 B2 4% IR 5 @ B BR A & SIHUAN PHARMACEUTICAL HOLDINGS GROUP LTD.



TEZZFRNA CEMEYHEE
B rEOEERR AR ([ L&
FRDEMAMBRENEERS
4R 3Z B M Plazomicin R e %5 F & |
EREAPER (BFEHBEKRE -
PEEBFNITHRE - BB
FRTHRERMPESEZ) HBER
TR o LEEF DA ES Ll
AR EE o R B A BB AT K A 2
EHNERER  BEFESFTA W
BoAE BELCFERANH—
Bz WA AR REREAPE
@ &) -1 FF AT A(MAH) © #H47
EEESAREE2 1008 THTE
R - UBEREEIRZSTHERAA
REIVBETHERERNR - U
RE&m i EMAEN D R HE
EOK - AREHEBZSFAEE
ERH LEBEEEROBRA
A([Ee8EE )R L& DER
RRAEHEANERFAE  £E
RIEENEY - WH F&FHE
MEEEMEFLKRTOEE
R - AL BB WK E &
RIRBWEGEEE -

HA ARFEEEHELEER
E o HREBESFRETEDH K
M E SN EBESFRH PR E
REAFLT - AEEBE AR
DHEBEIRSEHTEYE—F
KRB B ENEFERT
WAl EEEABB L EEEART
%o femEmE T T B E
AR HERINLE 2 A BE
N UZHEEBHOREERR
EXECER R KNEEMA
N RrMRAESREREE
REENERSERENBEEYK
K MR 275 o Uboh - R EAT
EW R R D I T AR A A
KB AR AR AR
TEHMEYHRRERLIE RS

BIEE R W ko AT

MANAGEMENT DISCUSSION AND ANALYSIS

In June 2022, Xuanzhu Biopharm and Shanghai SPH New Asia
Pharmaceutical Co., Ltd. (“New Asia Pharmaceutical”) reached an
agreement on exclusive license of APIs and formulations of two new
anti-infection drugs, Benapenem and Plazomicin in the Greater China
Territory (including Mainland China, Hong Kong SAR, Macau SAR and
Taiwan). New Asia Pharmaceutical will obtain the exclusive rights of
the APIs and formulations of the said two products, including all rights
in licensing, R&D, production and commercialization, and become the
marketing authorization holder (MAH) of these two products in the
Greater China Territory. Xuanzhu Biopharm will receive an upfront
payment of RMB21 million and will be eligible to receive milestone
payments of up to RMB419 million, as well as tiered royalties on sales of
up to two digits. Fully leveraging the strengths of our partners Shanghai
Pharmaceuticals Holding Co., Ltd. (“Shanghai Pharma”) and New Asia
Pharmaceutical in product development, production and sales in anti-
infection fields, the cooperation will form a good commercial synergy
with New Asia Pharmaceutical in products under R&D and for sale, to

maximize the future commercial value of the two products.

During the Period, the Board of the Company made an important
decision unanimously to spin off the shares of Xuanzhu Biopharm for
the proposed application of listing on the STAR Market of the Shanghai
Stock Exchange. The Group believes that the spin-off will help Xuanzhu
Biopharm further become an independent innovative drug R&D platform
company with direct access to debt and equity capital markets, thereby
increasing the financial flexibility of Xuanzhu Biopharm and enhancing
its ability to raise external funds, to support the rapid growth and
industrialization of its business. Meanwhile, the Group can also focus on
cultivating and developing high-growth medical aesthetic business and
other new businesses with existing capital and resources. In addition,
as Xuanzhu Biopharm will remain as our subsidiary after completion of
the proposed spin-off, the Group and its shareholders will continue to
benefit from the future development and growth of Xuanzhu Biopharm.
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2.2 Huisheng Biopharm: The biopharmaceutical leader

with full product coverage in the field of diabetes
and complications

Huisheng Biopharm is a biopharmaceutical company under the Group
focusing on the field of diabetes and complications. After nearly 8
years of construction and development, the company now has a world-
class R&D team of more than 200 people. With extensive experience
in R&D of diabetes drugs, it has built and owned product pipelines of
more than 40 products, covering second-, third- and fourth-generation
insulins (covering basic, premixed and fast-acting products), various oral
hypoglycemic drugs, new targets such as DPP-4, GLP-1 and SGLT-2, and
drugs for complications, etc. It is currently one of the few companies in
China that has achieved full product coverage in the field of diabetes
and complications.

During the Period, Huisheng Biopharm rapidly advanced the R&D
progress of multiple products and launched NDA of several blockbuster
products, further moving from R&D to commercialization, with R&D
expenses reaching approximately RMB130.8 million.

During the Period, the NDA of four blockbuster products of Huisheng
Biopharm was accepted by NMPA, which further accelerated the
commercialization of the biological product pipeline and promoted
the development from R&D to commercialization of the company. At
present, the NDA of the insulin degludec injection, the fourth-generation
insulin analogue developed by Huisheng Biopharm, was accepted by
NMPA. It is the first domestic fourth-generation insulin analogue, the
insulin degludec, that has applied for an NDA having been accepted
in China after the original drug Tresiba®. Insulin degludec is a new
generation of long-acting basal insulin analogue with unique long-acting
mechanism and excellent glucose-lowering effect, featuring stable blood
glucose concentration, low risk of hypoglycaemia, high safety and long-
lasting effect. Clinical data show that the insulin degludec developed by
Huisheng Biopharm has similar pharmacokinetics and pharmacodynamics
to the original drug, and the phase Il comparative study achieved the
expected endpoint of the haemoglobin, which has similar clinical effect
comparing to the original drug. At the same time, the product can also
form a combination of insulin degludec and insulin aspart injection,
as well as insulin degludec and lirglutide injection with other products
in the product pipeline of Huisheng Biopharm. This will also help the
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Group to accelerate the development of its diabetes product pipelines,
and is expected to further boost sales growth, enhance the Group's
comprehensive strength and significantly strengthen the Group's core
competitiveness.

At the same time, the NDA of Janagliflozin developed by Huisheng
Biopharm has been accepted by the NMPA. It is the second domestic
Class 1 innovative SGLT-2 inhibitor, that has submitted an NDA in
China and with the application having been accepted. Janagliflozin is
an inhibitor of the sodium-glucose transport protein subtype 2 (SGLT-
2), lowering overall glucose levels in the blood. The clinical data of
Janagliflozin showed that it not only had significant anti-diabetic
efficacy. Meanwhile, it has multiple benefits such as lowering blood
pressure, reducing body weight and improving blood lipids with low
risk of hypoglycemia and good overall safety. Through horizontal
comparisons with phase Il clinical data of marketed similar products,
Janagliflozin showed similar and even better results.

Besides, the NDA of Insulin Aspart Injection, Insulin Aspart 30 Injection
and Insulin Aspart 50 Injection developed by Huisheng Biopharm also
have been accepted by the NMPA. Huisheng Biopharm is currently the
only company in China that has simultaneously applied for the biologics
license of all types of insulin aspart and with all applications having
been accepted, fully demonstrating the comprehensiveness and integrity
of the Company’s R&D strategy to meet the clinical needs of different
insulin treatment options for diabetic patients.

Since various products are on the marketing application stage, Huisheng
Biopharm has been equipped with a strong production capacity to
ensure the rapid implementation of industrialization development once
they are launched. After the completion of all construction of the phase
| and phase Il biopharmaceutical bases, capacity of the two phases
will total to 120 million units, supporting an annual output value of
nearly RMB10 billion, with its size ranking among the top in China.
By supporting the flexibility of production schedule and ensuring the
stability between batches, Huisheng Biopharm will be able to fully meet
the production requirements of future commercialization.
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Backed by the Group, and with full-coverage and multi-level product
layout, leading and blockbuster R&D pipelines, and strong and
comprehensive strategic resources, Huisheng Biopharm is gradually
becoming a biopharmaceutical leader providing comprehensive solutions
for diabetes and complications. This is also the characteristic that has
fully appealed to the forward-thinking and exceptional investors in the
market. During the Period, Huisheng Biopharm successfully completed
its Round A financing, raising a total of RMB500 million, with a post-
investment valuation of RMB5 billion. China Life Healthcare Fund is the
lead investor of the financing.

Huisheng Biopharm is one of the two innovative drug platforms
meticulously incubated by the Group. Targeting the diabetes and
complications market with huge potential in China, in the future, with
the gradual implementation of Huisheng Biopharm’s product pipelines
and the continuing emergence of innovative products, Huisheng
Biopharm will become a biopharmaceutical leader in China to achieve
full product coverage in the field of diabetes and complications, reaching
continuous value amplification.
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2.3 CDMO of Sihuan Pharmaceutical: Implementing an

integrated CDMO two-wheel drive strategy of API +
Formulation to help launch innovative drug products
and significantly enhance the competitive barrier of
the innovative drug segment

The CDMO business segment of Sihuan Pharmaceutical is an integrated
CDMO service platform of high-quality APl + formulation meticulously
incubated by the Group. Since 2020, the Group has actively revitalized
its redundant APl production resources and production capacity from
its subsidiaries to optimize the ratio of input and output, and achieve
business transformation and upgrade, which has achieved preliminary
results. In the first half of 2022, the Company has integrated its premium
APl/advanced intermediates production bases and Aohe Research
Institute for unified management to enhance its R&D technical strength
and industrial transformation capabilities. Relying on a team highly
experienced in the development and industrialization of high-end APIs,
the Company has built a high-standard production management system
and implemented an integrated CDMO two-wheel drive strategy of API
+ formulation. The Company is committed to providing global customers
with leading integrated solutions focusing on special APIs and high-end
CDMO business.

During the Period, the CDMO business segment of Sihuan
Pharmaceutical achieved revenue of approximately RMB132.6 million.
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The CDMO business segment of Sihuan Pharmaceutical currently consists
of two main businesses, CDMO and APIs, of which:

Sihuan Pharmaceutical has successfully transformed and upgraded its
CDMO business in the first half of 2022. It has gradually developed
from serving the leading CDMO companies in China for the customized
production of advanced intermediates in the early days to providing
CDMO services to end customers of pharmaceutical companies, including
listed companies with international influence. Meanwhile, relying on
the Group's pharmaceutical formulation companies, it has gradually
formed an API + formulation integrated CDMO business. At present, the
company has successfully introduced three heavyweight customers for its
CDMO business to provide them with high quality CDMO solutions for
addressing current global epidemics. The relevant products, if approved,
are expected to generate steady revenue growth for the company. To
continue to expand the business development of the CDMO segment,
the company continues to bring in professional management with over
10 years of industry experience and has built a professional R&D team
of nearly 100 people, the size of which will also be expanded in the
future. At the same time, thanks to the company’s leading technologies,
established quality management system and sustainability of supply,
the company has strong customer development capability and the
pharmaceutical formulation sector is currently experiencing rapid growth
in the base of end-users and overseas international customers, which
continues to drive the upgrading and development of this business
segment.
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MANAGEMENT DISCUSSION AND ANALYSIS

In respect of the API business, Sihuan Pharmaceutical only served
the Group's internal pharmaceutical companies at the early stage.
Since 2020, the COVID-19 epidemic has caused continuous supply
chain interruptions and increasing costs of APIs. Therefore, the Group
reorganized original APIs business segment, optimized input and output,
and transformed and upgraded the business from general APIs to
high-end special APIs. Currently, the Company has obtained domestic
registration approval for multiple high-end special APIs. Meanwhile, in
order to further strengthen the efforts on the business transformation
and upgrading, the Group gradually disposed of some subsidiaries whose
results and product services deviated from the long-term development
objectives of the Group. This strategic upgrade layout will lead to a
decline in revenue in the short term, but long-term corporate profitability
and profit margin will therefore get improved. In addition, the business
production line will focus more on high-end special APIs business and
move towards the development of integrated CDMO formulation in the
future.

At present, there are more than 20 special APIs registered in the
APl business segment of the Group, and a number of advanced
intermediates products have been sold internationally, including 17
products at status A, 12 in evaluation and more than ten varieties
will submit for filing continuously. Our products cover several major
disease fields, including cardiovascular and cerebrovascular, neural and
digestion, etc. Among them, there are Oxcarbazepine, Levetiracetam,
Sacubitril Valsartan Sodium, Dabigatran Etexilate and other blockbuster
varieties with huge demand in formulation. Meanwhile, the Company
also launched multiple special APl varieties and had them approved
successively as planned, with rapid increase in the volume of several
advantageous varieties by virtue of the demand due to the nationally
centralized procurement, such as Lacosamide and Tenofovir Disoproxil,
etc.
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The Group is bullish about the historical opportunities of explosive
growth for domestic CDMO companies brought by the rise of China’s
mega wave in innovative drugs. Faced with the currently surging market
demand, backed by the Group’s R&D and production technology
advantages, cost advantages, perfect quality management and control
system established over the past two decades, as well as the position
as an overseas-listed company and the basic background under which
it has been widely recognised by domestic and international customers,
the CDMO business segment of Sihuan Pharmaceutical is expected to,
relying on its guaranteed brand reputation, explore continuous business
cooperation with existing customers, and expand to new end customers
such as domestic and overseas large pharmaceutical companies to
implement several cooperation projects, so as to further ensure rapid
business growth.

Generic drugs: Proposed disposal of some or all generic
drugs that do not meet performance expectations or do
not meet long-term strategic development objectives and
other non-core traditional pharmaceutical or healthcare
businesses and assets, so as to fully optimize and
upgrade the Company’s asset structure and enhance its
long-term financial performance

Since 2008, with the “new medical reform” as the beginning point, China’s
pharmaceutical industry and market have undergone profound changes over
the past decade, during which significant changes in policy, economy, society,
technology and other respects have implied the gradual journey to an end of
the traditional model in China’s pharmaceutical industry, while the market
is prepared to fully embrace a new pharmaceutical ecology. Over the past
decade, the implementation of the “Healthy China” strategy, the promotion of
the further reform of the medical and healthcare system under the “13th Five-
Year Plan”, the introduction of blockbuster policies on consistency evaluation
of generic drugs, self-inspection and verification on clinical trial data of drugs,
classification reform in chemical drug registration, have shown both China’s
ambition of drug innovation to build a nation with impressive pharmaceutical
strengths, and a new landscape featured with concentration at the top level,
innovation leading in the overall market.

In response to the changes in the market, industry and policies, and to face
the challenges brought by the development, the Group, following a review
of its business layout and medium- and long-term strategic development
direction, intends to propose the disposal of some or all generic drugs that
do not meet performance expectations or do not meet long-term strategic
development objectives and other non-core pharmaceutical or healthcare
businesses and assets. Meanwhile, the Group intends to complete the potential
disposal in stages over the next 12-24 months, with the specific scope and
implementation details of the potential disposal to be finalized depending on
market conditions and negotiations with potential buyers.
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The generic drug business has been the Group’s steady “cash cow” in the
past. However, the Group’s generic drug business has completed its “historical
mission” after a long period of platform cultivation and incubation over the
past decade, during which the Group’s innovative drug and medical aesthetics
businesses gradually matured with products beginning to generate revenues,
and each platform starting to operate separately and gaining independent
financing capabilities. The Group believes that after the selective disposal
of the traditional generic business which bears declining profitability and is
materially affected by policies, the overall profit structure of the Company will
be optimized and improved efficiently; meanwhile, with the income from cash
assets generated from the disposal of the relevant business, a series of “cages”
are vacated for the Group to make room for innovative businesses and further
focus its management and corporate resources on the medical aesthetics
segment with high growth and profitability, and the biopharmaceutical
segment with high value growth, so as to solidly implement the Group's two-
wheel drive strategy of “medical aesthetics + biopharmaceuticals”, improve the
efficiency of the Group’s resource allocation and enhance the Group’s mid- to

long-term financial performance.

In the first half of 2022, the Group has disposed of the 99.9% equity
interest in Beijing Xuansheng Pharmaceutical Co., Ltd. (“Beijing Xuansheng
Pharmaceutical”), at a consideration of RMB118 million. One of the main
products held by Beijing Xuansheng Pharmaceutical is Roxatidine Acetate
Hydrochloride for Injection (trade name: Jie'ao). The disposal was mainly due
to the potential competition between Beijing Xuansheng Pharmaceutical and
Xuanzhu Biopharm as the Group is currently seeking to spin off Xuanzhu
Biopharm for a separate listing on the STAR Market. Meanwhile, Beijing
Xuansheng Pharmaceutical recorded a net loss of RMB95,000 in 2021 and may
continue to suffer from loss under the impacts of the pharmaceutical industry
policy. Thus, after the disposal of Beijing Xuansheng Pharmaceutical, the Group
can not only focus its management and resources on the biopharmaceutical
segment with high value growth, but also can enhance the overall profitability
of the Group by disposing the businesses that did not meet the performance
expectations.

7 HA 5} 45 INTERIM REPORT 2022 29



BIEE R W ko AT

MANAGEMENT DISCUSSION AND ANALYSIS

AEBHEFEZHONESHRER X
BREDIEETERBLEBEEEHRBEN
BRBEHEGE  BAEARAEHE
% HBEEROED  SAKEEMNE
TIRBEREMREMABERG - X
RAEROEEYE - b5 bR &E
EEEERREIEH - TORBE N
MR EXBBRIRAINENBE XX
Rt ARETEROEHER B
RERBREERKL -

A 5= B8 R 2R B R B BE

FPAZEZZF T —FHaERE
RE AEEBHERHBEREMRER
REZEKRE BERCEEBEE—FTAR
(3=

ERAKEMAE XL BXFaEE=
S IR HEE2 O AR AN O FHAR B R+ D3R
Hieph—BE&EME L£E #HER BOE
FEEEXALESGEDNZERERENE
BleBEFameEn ETHELSEER
EMETHRE  FSETSERGD 28
EEHRBAR RAUEEEAREPME
hoMmRRERE  E-FTRERARE
AN B SRBERRsKEE -REAE
BEXEBARKERTF  RAHEERRE
ERNBENBERER BBH2HEMNERE
[ [ BH+BD 5| EEH KBNS E BRI
BROCKBERITEDABEXIEXELETAN
ERE

FMEMBEMREEERAROSF L
RIAHEHEERMEER  FES|ETE
EERMEREBER  REFEFEZHE -
RERIF  BERBMBERABCREN &
BiotechfBiopharma® AU & [& - BIR A AE A
REBEEEY DT ADFESIR
HABEHEHAEMEE INELBIFER
= o

The Group’s important strategic initiatives are in fact fully in line with the
past developing trends and layout of leading international pharmaceutical
giants. Through the reorganization and integration of key businesses and
the separation of non-core businesses, the Group is able to focus more
on two major strategic segments, namely the medical aesthetics and
biopharmaceuticals and enhance the efficiency of resource allocation. In
addition, these initiatives also bring more clarity to the Group’s valuation
system and fully demonstrate the long-term value that the innovative drugs
plus medical aesthetics business system can bring to the Group after the
disposal of the generics business, thus helping to maximize shareholders’ value.

Prospects and Future Growth Strategies

The Group will continue to focus on the two major business segments of medical
aesthetics and biopharmaceuticals to further upgrade its corporate value in 2022
based on the high growth in 2021.

As the “star” business of the Group, MeiYan Konglian, a medical aesthetics
platform, will accelerate the upgrading and development of 2.0 version for marketing
and sales, strengthen its capacity as an international medical aesthetics platform
integrated with R&D, production and sales, and with a full product matrix covering
the life cycle of beauty seekers. It will continue to launch and register a number of
products while continuously optimizing the layout of production capacity, enriching
the content of marketing service, and enhancing the capability of connecting with
quality major customers and the empowerment of sales channels, to further ensure
the high growth of revenue, earnings, team and network coverage. Looking forward
to the future development direction of the Group’s medical aesthetic business, we
will leverage on the development experience from international giant Allergan, and
achieve the goal of building a leading platform of the domestic medical aesthetic
industry through comprehensive product matrix, “self-developed + BD" dual engine-

driven and overseas high-quality mergers and acquisitions.

Xuanzhu Biopharm will accelerate the spin-off and listing on the STAR Market
while continuing to promote the product R&D and introduce industry-leading
technology and blockbuster products. It will insistently adhere to independent R&D
and continuous innovation. It aims at transforming the R&D investment into profit
and from Biotech to Biopharma, so as to become a leading innovative drug company
focusing on the field of tumor drugs as well as small molecules and macro molecules
with the capabilities to develop comprehensive innovative drugs in China.
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MANAGEMENT DISCUSSION AND ANALYSIS

Huisheng Biopharm has successfully completed its Round A financing of RMB500
million, establishing its valuation to RMB5 billion. In the future, Huisheng Biopharm
will advance the R&D of diabetes pipelines to guarantee the leading position
of various innovative products in terms of the R&D and registration. Through a
complete layout of multi mechanisms, multiple varieties of diabetes pipelines, it
continues to provide full coverage and comprehensive treatment solutions. With
its localized production and cost advantages and leveraging the sales advantages
of Sihuan Pharmaceutical, it will further achieve the strategic goal of building a
biopharmaceutical leader in the field of diabetes and complications with a full product
matrix coverage.

Relying on the team with extensive high-end APl development and industrialization
experience, the Group will build high-standard production management system for
CDMO business, implement the integrated CDMO two-wheel drive strategy of APl +
formulation, expand from the tailor-made production of advanced intermediates to
providing CDMO services to pharmaceutical companies as end customers, transform
and upgrade from the common API business to special high-end APl business.
Quality domestic and foreign customers will be constantly introduced as the Group
is committed to providing global customers with leading integrated solutions with
special APIs as the core and undertaking high-end CDMO businesses.

Generic drug segment of the Group will continuously implement the disposal of
some or all generic drugs that do not meet performance expectations or do not meet
long-term strategic development objectives and other non-core pharmaceutical or
healthcare businesses and assets. However, for products and businesses that still have
high growth or have key growth potential, they will continue to remain within the
Group's system and serve as a stable source of cash income together with the medical
aesthetics business. The Group believes that these strategic measures for the generic
drug business segment will further improve the efficiency of the Group’s resources
allocation, enhance the mid- to long-term financial performance, allow the Company
to focus on the medical aesthetics and biopharmaceutical business segments, so as to
promote the further release of enterprise valuation.

Conclusion

Sihuan Pharmaceutical always insists on being a friend of time and builds the Group's
product pipeline with high-quality ingenuity. In 2022, the Group will focus on the
medical aesthetics and biopharmaceutical businesses, divest and dispose of some
or all generic drugs that do not meet performance expectations or do not meet
long-term strategic development objectives and other non-core pharmaceutical
or healthcare businesses and assets. Through continuous implementation of the
two-wheel drive strategy of “medical aesthetics + biopharmaceuticals” with high
efficiency, the Group will promote the further release of corporate value, and achieve
the strategic goal of building China’s leading medical aesthetic and biopharmaceutical
company, and bring more and better investment returns to the respected
shareholders and investors who have always been firmly believing in and supporting
the Group.
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Financial Review

Revenue

Revenue of the Group for the Period decreased by 23.2% to approximately
RMB1,464.2 million (six months ended 30 June 2021: RMB1,907.2 million). Among it,
income from sales of generic medicine, which contributed to 84.2% of total revenue,
was approximately RMB1,233.0 million (six months ended 30 June 2021: RMB1,509.8
million). It decreased by 18.3%, approximately RMB276.8 million. In addition, the
revenue from medical aesthetic products decreased by 61.8% to approximately
RMB98.6 million (six months ended 30 June 2021: RMB257.9 million), whereas the
remaining revenue from innovative medicine and other medicine decreased by 4.9%
to approximately RMB132.6 million (six months ended 30 June 2021: RMB139.5
million). The decrease in sales was resulted from the continuous decrease in sales of
Key Monitoring List Products and the impact of the COVID-19 epidemic.

Cost of sales

Cost of sales of the Group for the Period amounted to approximately RMB460.5
million (six months ended 30 June 2021: RMB440.1 million), accounting for
approximately 31.5% of the total revenue.

Gross profit

Gross profit for the Period amounted to approximately RMB1,003.7 million (six
months ended 30 June 2021: RMB1,467.1 million) with a decrease of approximately
RMB463.4 million, mainly due to the impact of the decrease in the revenue side.
Overall gross profit margin decreased from 76.9% for the same period in the last
year to 68.5% for the Period. The lower gross profit margin was mainly resulted from
decreased sales of products which had better gross profit margins.

Other gains - net

Other gains — net for the Period decreased by approximately RMB12.2 million to
approximately RMB234.3 million (six months ended 30 June 2021: RMB246.5
million). It was mainly due to a decrease in government grants compared with the
same period in the last year.
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MANAGEMENT DISCUSSION AND ANALYSIS

Distribution expenses

Distribution expenses for the Period amounted to approximately RMB229.6 million
(six months ended 30 June 2021: RMB260.9 million). The decrease of approximately
RMB31.3 million compared with the same period in the last year was mainly due to

the impact of the decrease in the income from sales.

Administrative expenses
Administrative expenses for the Period increased by 14.9% to approximately
RMB320.3 million (six months ended 30 June 2021: RMB278.7 million) as a result of

an increase in overheads and activities of the Group.

R&D expenses
R&D expenses for the Period amounted to approximately RMB457.3 million (six
months ended 30 June 2021: RMB333.6 million) which represented an increase of

37.1%. It was mainly attributable to more efforts in R&D activities.

Other expenses
Other expenses for the Period amounted to approximately RMB11.1 million (six
months ended 30 June 2021: RMB34.5 million).

Profit before tax
Profit before tax of the Group for the Period amounted to approximately RMB56.0
million (six months ended 30 June 2021: RMB819.5 million).

Income tax expense

Income tax expense of the Group for the Period decreased by 32.6% to
approximately RMB151.9 million (six months ended 30 June 2021: RMB225.3
million). The significant decrease was mainly attributable to lower profits generated
compared with the same period in the last year.
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Loss for the Period
Due to the aforesaid, loss for the Period amounted to approximately RMB95.9 million
(six months ended 30 June 2021: profit of RMB594.2 million).

Profit attributable to owners of the Company
Profit attributable to owners of the Company for the Period amounted to
approximately RMB40.4 million (six months ended 30 June 2021: RMB611.4 million).

Loss attributable to non-controlling interests

Loss attributable to non-controlling interests for the Period amounted to
approximately RMB136.3 million (six months ended 30 June 2021: RMB17.2 million),
which is due to the loss on the Period caused by the increasing R&D activities in the
innovative medicine and other medicine segment.

Liquidity and financial resources

The Group maintained strong financial position. As at 30 June 2022, the Group's cash
and cash equivalents amounted to approximately RMB5,095.6 million (31 December
2021: RMB5,682.4 million). As at the same date, bank borrowings of the Group
amounted to approximately RMB1,120.2 million (31 December 2021: RMB1,013.2
million) and borrowings from non-controlling shareholders of a subsidiary of the
Group amounted to approximately RMB76.8 million (31 December 2021: RMB31.5
million). Accordingly, the Group maintained net cash of over approximately
RMB3,898.6 million (31 December 2021: RMB4,637.7 million). Approximately 75%
of total amount of borrowings were at floating rates and the remaining 25% were
at fixed rates (31 December 2021: 78% floating; 22% fixed). The Group’s debt-to-
equity ratio, expressed as a percentage of borrowings over equity attributable to

owners of the Company, was 16.5%.
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MANAGEMENT DISCUSSION AND ANALYSIS

In general, the Group places its excess cash into interest-bearing bank accounts. The
Group may use extra cash for short-term investments for higher returns. Thus, the
Group has entered into agreements with certain banks for surplus fund investment.
According to the terms of the agreements signed, the total amount of investment
conducted by the Group for the Period was approximately RMB8,514.1 million. The
investments made by the Group were short-term in nature and mainly consisted
of financial planning products purchased from certain state-owned banks. At their
discretion, issuing banks for the above-mentioned financial planning products
may invest in financial instruments such as government bonds, discounted bank
acceptance bills and commercial acceptance bills and bank deposits. As the highest
applicable percentage ratio in respect of the Company’s investments in each bank
(after aggregation according to Rules 14.22 and 14.23 of the Rules Governing the
Listing of Securities (the “Listing Rules”) on the Stock Exchange) separately is less
than 5% as at the time of the investments according to Rule 14.07 of the Listing
Rules, such investments do not constitute notifiable transactions under Chapter 14
of the Listing Rules. As at 30 June 2022, the Group recognised total financial assets
at fair value through profit or loss of approximately RMB150.3 million, comprising
principal of investment of approximately RMB149.5 million and approximately
RMBO0.8 million of interest income, in the consolidated statement of financial position.
As at the date of this Interim Report, total amount of sold/redeemed investment
principal amounted to approximately RMB43.9 million.

The Group had sufficient cash as at 30 June 2022. The Directors are of the opinion
that the Group does not have any significant capital risk.
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30 June 2022 31 December 2021

ARET T ARBT T

RMB’'000 RMB’000

REeERBELEEY Cash and cash equivalents 5,095,645 5,682,425
FE Inventories
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R¥7007B8T(ZE=—F+=A=+—
H: AR%71538&87m) HAGFTEAEH
B77H(HE_TZ_—FXA=+tHIEAHE
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As at 30 June 2022, inventories amounted to approximately RMB700.7 million (31
December 2021: RMB715.3 million). The inventory turnover period for the Period
was 277 days (six months ended 30 June 2021: 217 days). The slight decrease in
inventories was attributable to the normal liquidation of inventory.
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Trade and other receivables

The Group's trade receivables and notes receivable include credit sales of its products
to be paid by its distributors. Other receivables of the Group mainly consist of
prepayments to suppliers and amounts due from related parties. As at 30 June 2022,
the Group's trade and other receivables were approximately RMB1,493.9 million (31
December 2021: RMB1,234.4 million). The increase was mainly due to amounts due
from third parties.

Property, plant and equipment

The Group’s property, plant and equipment include buildings, production and
electronic equipment, vehicles and construction in progress. As at 30 June 2022, the
net book value of the property, plant and equipment was approximately RMB3,337.0
million (31 December 2021: RMB3,304.9 million). The increase during the Period was
mainly attributable to factory construction and purchase of new equipment.

Goodwill

The Group’s goodwill arose from the acquisition of subsidiaries and business
combinations. As at 30 June 2022, the net carrying amount of goodwill was
approximately RMB28.4 million (31 December 2021: RMB28.4 million).

Intangible assets

The Group’s intangible assets mainly comprise customer relationships, deferred
development costs, product development in progress and trademark and software.
The deferred development costs and product development in progress mainly related
to the acquisition of several drug R&D projects and self-development of R&D projects.
As at 30 June 2022, net intangible assets amounted to approximately RMB635.9
million (31 December 2021: RMB595.9 million).

Trade and other payables

The Group’s trade and other payables mainly consist of trade payables, deposit
payables, accrued expenses and dividends payable. As at 30 June 2022, trade and
other payables amounted to approximately RMB2,234.6 million (31 December 2021:
RMB1,971.3 million). The increase of approximately RMB263.3 million was mainly
attributable to the increase in deposit payables and other payables.

B TR EE AR A A SIHUAN PHARMACEUTICAL HOLDINGS GROUP LTD.
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MANAGEMENT DISCUSSION AND ANALYSIS

Contingent liabilities
As at 30 June 2022, the Group had no material contingent liabilities (31 December
2021: Nil).

Off-balance sheet commitments and arrangements

As at 30 June 2022, the Group had neither entered into any off-balance sheet
arrangements nor commitments to provide guarantees for any payment obligations of
any third party. The Group did not have any variable interests in any unconsolidated
entities which provide financing or liquidity funding, or generate market risk or
provide credit support, or engage in the provision of leasing or hedging or R&D
services to the Group.

Capital commitment

As at 30 June 2022, the Group’s total capital commitment was approximately
RMB392.3 million. It was mainly set aside for purchase of property, plant and
equipment and intangible assets.

Credit risk
Credit risk arises from cash and cash equivalents, trade receivables and other
receivables.

All the cash equivalents and bank deposits are placed in certain PRC reputable
financial institutions and high-quality international financial institutions outside
Mainland China. All those irrevocable bank bills, classified as notes receivable, are
issued by banks in the PRC with high credit rating. There was no recent history
of default of cash equivalents and bank deposits in relation to these financial
institutions.

In relation to trade receivables, the Group has no significant concentrations of credit
risk and has policies in place to ensure that certain cash advance has been received
upon the agreement of the related sales orders with customers. For those with credit
periods granted, the credit quality of the counterparties is assessed by taking into
account their financial position, credit history and other factors. It also undertakes
certain monitoring procedures to ensure that proper follow-up action is taken to
recover overdue debts. The Group regularly performs ageing analysis, assesses credit
risks and estimates the recoverability of the receivables based on historical data and
cash collection history of groups of trade receivables bearing similar credit risk.
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In relation to other receivables, the credit quality of the debtors is assessed by taking
into account their financial position, relationship with the Group, credit history and
other factors. Management will also regularly review the recoverability of these other
receivables and follow up the disputes or amounts overdue, if any. The executive
Directors are of the opinion that the default by counterparties is low. No other
financial assets bear a significant exposure to credit risk.

Foreign exchange risk

The Group’s functional currency is RMB and financial instruments are mainly
denominated in RMB. The Group has some cash balances denominated in United
States Dollar, Euro and Hong Kong dollar (“HK$"). It is expected that any fluctuation
of these foreign currencies’ exchange rates would not have material effect on the
operation of the Group. In addition, dividend payment in foreign currencies converted
from RMB is subject to foreign exchange rules and regulations promulgated by the
PRC government. The Group would closely monitor this risk exposure from time to
time. During the Period, the Group did not purchase any foreign exchange, interest
rate derivative products or relevant hedging tools.

Treasury policy

The Group finances its ordinary operations mainly with internally generated resources.
The principal objective of the Group’s capital management is to sustain its ability
to continue as a going concern. The Group regularly reviews its capital structure
to ensure that the Group has sufficient financial resources to support its business
operations.

Capital expenditure

The Group's capital expenditure mainly includes purchase of property, plant and
equipment, prepaid land lease payments and intangible assets. For the Period, the
Group's capital expenditure amounted to approximately RMB346.6 million, of which
approximately RMB264.7 million and RMB81.9 million were spent on purchase of
property, plant and equipment and purchase of or self-development of intangible
assets, respectively. For the Period, the Group’s capital expenditure for R&D
investment amounted to approximately RMB131.9 million, of which approximately
RMB69.0 million was spent on property, plant and equipment. The remaining
approximately RMB62.9 million related to the purchase of and self-development of
intangible assets.

Material acquisition and disposal
There was no material acquisition or disposal during the Period.

B TR EE AR A A SIHUAN PHARMACEUTICAL HOLDINGS GROUP LTD.
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Future plans for material investments or capital assets
Save as disclosed in this Interim Report, the Group did not have other plans for
material investments and capital assets during the Period and up to the date of this

Interim Report.

Pledge of assets

As at 30 June 2022, the Group had pledged certain assets to secure banking facilities
granted to subsidiaries. For further details, please refer to note 13 to the interim
condensed consolidated financial information.

Events after the reporting period
The Group had no significant events after the reporting period up to the date of the
approval of the unaudited interim condensed consolidated financial information.

Human resources and remuneration of employees

Human resources are indispensable assets to the Group’s success in a challenging
environment. The Group is committed to providing competitive remuneration
packages to all the employees and regularly reviewing human resources policies,
to encourage employees to work towards enhancing the value of the Company
and promoting the sustainable growth of the Company. The Group has also
adopted share option scheme and share award scheme to recognise and reward the
contribution of the employees for the benefit of the Group’s operations and future
development.

The Group continues to promote the building of talent training and development
system, and conducts online and offline training based on the competency standards
for positions at different levels to promote the cultivation and development of talents

in Sihuan and ensure continuous supply of various types of talents.

As at 30 June 2022, the Group had 3,896 employees. For the Period, the Group’s
total salaries and related costs were approximately RMB378.2 million (six months
ended 30 June 2021: RMB342.6 million), including bonus of approximately RMB14.2
million (six months ended 30 June 2021: RMB9.4 million). Salaries for employees
were determined based on their job nature, personal performance and the market
trends. The Group provides basic social insurance and housing accumulation fund for
company employees as required by the PRC law.

7 HA 5} 45 INTERIM REPORT 2022 39



H b &
OTHER INFORMATION

EERFETHAERER® -

HEIBE AR 4 T 1 3% o 2 2 T

B

RZEZZFRNA=1TH FARAZFESFK

Igﬁﬂz/\% AR A S E AT AR A B (GE
FHELBEKAIN(TRSRBERG ]S

xwﬁz¢ AR ([ ]) - BN RE
%$%ﬁ$ BIATHERBESRRBEK
ﬁﬁ%wﬁﬁEMTEZ§£% KB L™
BOANESETESRHMBETR([EE
FADMEEARRREEBHEZHABRA
AR 2R RABRNT -

EERNROFEERDHOES

EEns

Name of Director

BEME 56

Nature of Interest/Capacity

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

As at 30 June 2022, the Directors and chief executive of the Company had the
following interests and short positions in the shares of the Company (“Shares”),
underlying Shares and debentures of the Company or any associated corporations
(within the meaning of Part XV of the Securities and Futures Ordinance (“SFO")) as
recorded in the register required to be kept by the Company under section 352 of
the SFO or as otherwise notified to the Company and The Stock Exchange of Hong
Kong Limited (the “Stock Exchange”) pursuant to the Model Code for Securities

Transactions by Directors of Listed Issuers (the “Model Code”):

Directors’ interests in Shares or underlying Shares

REMAB DL
Approximate
R BB

Total Number of Shares

Percentage of
Shareholding

B
Dr. Che Fengsheng

ZFEA

Trustee

3,379,917,2250& (17 &)

55.02% (&)
0.05% (X&)
55.02% (L

5,133,125,704/% (17 &)
5,023,666 % (X&)
5,133,125,704 Shares (L

40

3,379,917,225 Shares (L)

— BT AL (FFEE1)
1,745,084,813f% (47 &)

A concert party to an agreement (Note 1)
1,745,084,813 Shares (L)

H AR o (T 2)
8,123,666/ ({1 &)
5,023,666[% (% &)
Other interest (Note 2)
8,123,666 Shares (L)
5,023,666 Shares (S)

fi £ # & BR 22 & SIHUAN PHARMACEUTICAL HOLDINGS GROUP LTD.

5,023,666 Shares
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)
0.05% (S)
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REMAB D
Approximate
BEEng BEME 56 B 4EE Percentage of

Name of Director Nature of Interest/Capacity Total Number of Shares Shareholding

By EmBEAA 5,133,125,704% (47 &) 55.02% (41 &)
Dr. Guo Weicheng 11,350,0000% (47 &) 5,133,125,704 Shares (L) 55.02% (L)
Beneficial owner
11,350,000 Shares (L)

AFEXTANAMITEENEENNIEET

B SEA

1,100,884,399/% (47 &)

Founder of a discretionary trust who can influence
how the trustee exercises his discretion
1,100,884,399 Shares (L)

—HITE AL (B FE3)
4,020,891,305/% (47 &)

A concert party to an agreement (Note 3)
4,020,891,305 Shares (L)

o A BE B8 AR BREAMMTRARERENNIGER 5,133,125,7040% (47 &) 55.02% (4F &)
Dr. Zhang Jionglong RN 5,133,125,704 Shares (L) 55.02% (L)
255,582,886/% (47 &)
Founder of a discretionary trust who can influence
how the trustee exercises his discretion
255,582,886 Shares (L)

—HATE A L (P E4)
4,877,542,8185% (41 &)

A concert party to an agreement (Note 4)
4,877,542,818 Shares (L)

BRELE EmAa A(MEES) 6,000,0000% (47 &) 0.06% ({7 &)
Mr. Choi Yiau Chong 6,000,0000% (47 &) 6,000,000 Shares (L) 0.06% (L)
Beneficial owner (Note 5)
6,000,000 Shares (L)

BRI 2L EmER AES) 4,000,000/ (¥ &) 0.04% (4 &)
Ms. Chen Yanling 4,000,0000% (47 &) 4,000,000 Shares (L) 0.04% (L)
Beneficial owner (Note 5)
4,000,000 Shares (L)
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Name of Director

BEME 54
Nature of Interest/Capacity

BREBNBEDL
Approximate
R EH

Total Number of Shares

Percentage of
Shareholding

FEELE
Mr. Patrick Sun

2
Mr. Tsang Wah Kwong

KAEL
Dr. Zhu Xun

EmEB ABIEEs)
3,000,0005% (47 &)
Beneficial owner (Note 5)
3,000,000 Shares (L)

EmAa A(MES)
3,000,000/ (47 &)
Beneficial owner (Note 5)
3,000,000 Shares (L)

EmAa A(MEs)
3,000,000 (% &)
Beneficial owner (Note 5)
3,000,000 Shares (L)

CES
M)

42

REFFRBEGNE3T7R38HK &
B AR AR D Bl B DB
Successmax Global Holdings Limited ~ Victory
Faith International Limited &zMingyao Capital
Limited# & HJ 329,736,000 f% - 782,498,399
& ~ 377,267,5280% K% 255,582,886 A% i% 15 F #E A
2 -

A 8% F 8 4 ASihuan Management (PTC)
Limited BZFEARNEANTERTFTAZ—
U 4R B 7ASihuan Management (PTC) Limited
B 18,123,666 17 (47 &) # 25,023,666
MR AR )R HER R °

RIREFH R E GO 8317 %3181& - 2B 4
BEAEWR AR D BB EIS A AL - Network
Victory Limited - Proper Process International
Limited ~ Victory Faith International Limited
KMingyao Capital Limited?% A #98,123,666
&% - 497,448,000 f% - 2,882,469,225 % -
377,267,528 % % 255,582,886 A% % {5 1 4 A &

< o

Bt

BIEFHRAERDIFE317R31815 - RMWEE
BEAERERRDORBESITELE  FAERE
4 -~ Network Victory Limited * Proper Process
International Limited - Victory Faith International
Limited 2Successmax  Global Holdings
Limited¥ B #) 8,123,666 A% 329,736,000
% - 497,448,000 % - 2,882,469,225 f& ~
377,267,5280% 2 782,498,399 % I% 17 7 4 & 1%

m

Notes:

(M

0.03% (4 &)
0.03% (L)

3,000,0000% (47 &)
3,000,000 Shares (L)

0.03% (¥ &)
0.03% (L)

3,000,0000% (£ &)
3,000,000 Shares (L)

3,000,0000% (47 &)
3,000,000 Shares (L)

0.03% (¥ &)
0.03% (L)

Under sections 317 and 318 of the SFO, Dr. Che Fengsheng is deemed to be interested
in the 329,736,000 Shares, 782,498,399 Shares, 377,267,528 Shares and 255,582,886
Shares held by Dr. Guo Weicheng, Successmax Global Holdings Limited, Victory Faith
International Limited and Mingyao Capital Limited, respectively.

Since Dr. Che Fengsheng is one of the settlors of the trust for which Sihuan Management
(PTC) Limited is a trustee, Dr. Che Fengsheng is deemed to be interested in the long
position of 8,123,666 Shares and the short position of 5,023,666 Shares held by Sihuan
Management (PTC) Limited.

Under sections 317 and 318 of the SFO, Dr. Guo Weicheng is deemed to be interested in
the 8,123,666 Shares, 497,448,000 Shares, 2,882,469,225 Shares, 377,267,528 Shares
and 255,582,886 Shares held by Dr. Che Fengsheng, Network Victory Limited, Proper
Process International Limited, Victory Faith International Limited and Mingyao Capital
Limited, respectively.

Under sections 317 and 318 of the SFO, Dr. Zhang Jionglong is deemed to be interested
in 8,123,666 Shares, 329,736,000 Shares, 497,448,000 Shares, 2,882,469,225 Shares,
377,267,528 Shares and 782,498,399 Shares held by Dr. Che Fengsheng, Dr. Guo
Weicheng, Network Victory Limited, Proper Process International Limited, Victory Faith
International Limited and Successmax Global Holdings Limited, respectively.
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(5) On 26 August 2020, Mr. Choi Yiau Chong was granted options to purchase 6,000,000
Shares; Ms. Chen Yanling was granted to purchase 4,000,000 Shares; Mr. Patrick Sun was
granted to purchase 3,000,000 Shares; Mr. Tsang Wah Kwong was granted to purchase
3,000,000 Shares and Dr. Zhu Xun was granted to purchase 3,000,000 Shares pursuant to
the Company’s Share Option Scheme adopted on 24 October 2017.

(6) The letter “L” denotes the Director’'s long position in such Shares and the letter “S”
denotes the Director’s short position in such Shares.

Save as disclosed above, as at 30 June 2022, none of the Directors, chief executive
and their associates had any interests or short positions in the Shares, underlying
Shares or debentures of the Company or any of its associated corporations, within
the meaning of Part XV of the SFO, which were required to be notified to the
Company and the Stock Exchange pursuant to Divisions 7 and 8 of Part XV of the SFO
(including interests and short positions which he/she/it was deemed or taken to have
under such provisions of the SFO) or which were recorded in the register required to
be kept by the Company under Section 352 of the SFO, or as otherwise which were
required to be notified to the Company and the Stock Exchange pursuant to the
Model Code.

DIRECTORS’ RIGHT TO ACQUIRE SHARES OR
DEBENTURES

During the Period, the Company did not grant any rights to any Directors, chief
executive or their respective spouse or children under the age of 18 to acquire
beneficial interests by means of the acquisition of Shares in, or debentures of, the
Company, and none of the above persons have exercised the said rights during the
Period. The Company, its holding company or any of its subsidiaries were not a party
to any arrangements to enable the Directors to acquire such rights in any other body
corporate.
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TERENRKRD HEBEKRHBG R  SUBSTANTIAL SHAREHOLDERS' INTERESTS AND
BEPCEEZRAXE SHORT POSITIONS IN SHARES, UNDERLYING SHARES

RZZEZZFANA=1H  ARAIEREHFK
HEKRPIEI6HAFEZELMCHE - AT
BRRAPEEARRZEERIETHAR)
RARRCEITERA  HBERH

BE5%HIA LR (BEXR) -

RR#HEE A8

Name of Shareholder

AND DEBENTURES

Company:

As at 30 June 2022, the following shareholders, other than the Directors or chief
executive of the Company, which were recorded in the register required to be kept by
the Company under Section 336 of the SFO, had interests of 5% or more (including
S fEH short positions) in the issued share capital, underlying Shares or debentures of the

BRESOEIE
Approximate
Percentage of
Shareholding

Mr. Meng Xianhui

Proper Process International Limited

EEME 5 RiDEE
Nature of Interest/Capacity Total Number of Shares
AREZTANMITEENBERENPERET 5,133,125,704/% ({5 &)
DAVIUN 5,133,125,704 Shares (L)

377,267,528/ ({1 &)

Founder of a discretionary trust who can influence
how the trustee exercises his discretion
377,267,528 Shares (L)

—BITH AT (MIEET)
4,755,858,176/% ({1 &)

A concert party to an agreement (Note 1)
4,755,858,176 Shares (L)

BXEBA 5,133,125,704f% (17 &)
2,882,469,225/% (1¥ &) 5,133,125,704 Shares (L)

Beneficial owner
2,882,469,225 Shares (L)

—HATE AT (F3E2)

2,250,656,479/% ({1 &)

A concert party to an agreement (Note 2)
2,250,656,479 Shares (L)
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REMABE DL

Approximate

BREZEE BB EEtE 54 BREPAH Percentage of
Name of Shareholder Nature of Interest/Capacity Total Number of Shares Shareholding

Network Victory Limited BEmlEAA 5,133,125,704% (47 &) 55.02% (41 &)
497,448,0008% (47 &) 5,133,125,704 Shares (L) 55.02% (L)
Beneficial owner
497,448,000 Shares (L)

— BT AL (FE3)
4,635,677,704/% (4 &)

A concert party to an agreement (Note 3)
4,635,677,704 Shares (L)

Successmax Global Holdings Limited Ez5# B A 5,133,125,704f% ({¥ &) 55.02% ({¥ &)
782,498,3990% (¥ &) 5,133,125,704 Shares (L) 55.02% (L)
Beneficial owner
782,498,399 Shares (L)

—BITH AL (MsE4)
4,350,627,305/% ({1 &)

A concert party to an agreement (Note 4)
4,350,627,305 Shares (L)

Victory Faith International Limited BEmBEB A 5,133,125,7048% (47 &) 55.02% (#F &)
377,267,528 ({7 &) 5,133,125,704 Shares (L) 55.02% (L)
Beneficial owner
377,267,528 Shares (L)

— T8 A L (B EES)
4,755,858,176/% ({1 &)

A concert party to an agreement (Note 5)
4,755,858,176 Shares (L)

Mingyao Capital Limited BEmBEAA 5,133,125,704% (47 &) 55.02% (41 &)
255,582,886 % (47 &) 5,133,125,704 Shares (L) 55.02% (L)
Beneficial owner
255,582,886 Shares (L)

— BT AL (FF5te6)
4,877,542,818/% (4 &)

A concert party to an agreement (Note 6)
4,877,542,818 Shares (L)
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Name of Shareholder

BEEE 55
Nature of Interest/Capacity

RESSEIE
Approximate
RGEBE

Total Number of Shares

Percentage of
Shareholding

UBS Trustees (Cayman) Ltd.

UBS TC (Jersey) Ltd

ffE

46

ZFEA

5,133,125,704f% (17 &)

Trustee

55.02% (1 &)
55.02% (L)

5,133,125,704f% ({¥ &)
5,133,125,704 Shares (L)

5,133,125,704 Shares (L)

ZFEA

5,133,125,704f% (1¥ &)

Trustee

55.02% (4F &)
55.02% (L)

5,133,125,7040% (47 &)
5,133,125,704 Shares (L)

5,133,125,704 Shares (L)

RIEEH KB E GO E317 R3181&1 T -
ABEBLAERBRARNEEAESE PR
&4~ Proper Process International Limited *
Network Victory Limited * Successmax Global
Holdings  Limited’2Mingyao Capital Limited
2 Rl # B 8,123,666 iR - 329,736,000 &
2,882,469,225 % - 497,448,000% - 782,498,399
P& %2 255,582,886 (% A% 1) R HE B #E =

BEHESRBAEKRME37 R318KER

TE ' Proper Process International  Limited
WRAREBAE £ DHERE £

Network Victory Limited * Successmax Global
Holdings Limited - Victory Faith International
Limited ®Mingyao Capital Limited% 7l
¥ A 8,123,666 f& 329,736,000 f& *
497,448,000 % ~ 782,498,399 A% - 377,267,528
% %2 255,582,886 A% i 1) o #E 5 #E 5 o

RIEE S R B E GO E317 231811 E -
Limited# 18 /& 74 285 7+ 88
4 - SBHEYR S A& - Proper Process International
Limited * Successmax Global Holdings Limited -
Victory Faith International Limited &zMingyao
Capital  Limited7> 5l # & 8,123,666 f% -
329,736,000 % - 2,882,469,225/% - 782,498,399
f% ~ 377,267,528 % % 255,582,886 1% % 13 #
B -

Network  Victory

=
S
o
Bt
e
Het
=

Notes:

(M

Under sections 317 and 318 of the SFO, Mr. Meng Xianhui is deemed to be interested
in 8,123,666 Shares, 329,736,000 Shares, 2,882,469,225 Shares, 497,448,000 Shares,
782,498,399 Shares and 255,582,886 Shares held by Dr. Che Fengsheng, Dr. Guo
Weicheng, Proper Process International Limited, Network Victory Limited, Successmax
Global Holdings Limited and Mingyao Capital Limited, respectively.

Under sections 317 and 318 of the SFO, Proper Process International Limited is deemed
to be interested in 8,123,666 Shares, 329,736,000 Shares, 497,448,000 Shares,
782,498,399 Shares, 377,267,528 Shares and 255,582,886 Shares held by Dr. Che
Fengsheng, Dr. Guo Weicheng, Network Victory Limited, Successmax Global Holdings
Limited, Victory Faith International Limited and Mingyao Capital Limited, respectively.

Under sections 317 and 318 of the SFO, Network Victory Limited is deemed to be
interested in 8,123,666 Shares, 329,736,000 Shares, 2,882,469,225 Shares, 782,498,399
Shares, 377,267,528 Shares and 255,582,886 Shares held by Dr. Che Fengsheng, Dr.
Guo Weicheng, Proper Process International Limited, Successmax Global Holdings Limited,
Victory Faith International Limited and Mingyao Capital Limited, respectively.
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@) BEEFRBAEEIEINTRIBERE
Successmax Global Holdings Limited #748
RSB A 30 M B A - Network
Victory Limited ~ Proper Process International
Limited - Victory Faith International Limited}
Mingyao Capital Limited% B4 58,123,666
fi% ~ 329,736,000 fAX - 497,448,000 f&% -
2,882,469,225 1% ~ 377,267,528 [ix }% 255,582,886
Ml fn A 2 -

(5) BEHESXBAE KRN E37 R318KER
7+ Victory Faith International Limited #7157
B ES B & 204 B A Network
Victory  Limited ~ Proper
Limited + Successmax Global Holdings Limited 2
Mingyao Capital Limited% 5l/4% 58,123,666
f& ~ 329,736,000 % - 497,448,000 B% -
2,882,469,225 % + 782,498,399 fix % 255,582,886
AR P BB R o

Process  International

(6) RIEES RBEGOE317 R3181KHR
S * Mingyao Capital Limited #18 5RE
H5 B A - ZB 4B A - Network  Victory
Limited ~ Proper Process International Limited -
Successmax  Global Holdings  Limited } Victory
Faith  International  Limited% Bl #5 58,123,666
% 329,736,000 A% - 497,448,000 f&% *
2,882,469,2250% - 782,498,399M% K 377,267,528%
fefprh R s -

7 FEILUARBRER
[SIBIR R RN ZES

dg N
T
> %
S
=
%
mp

BREXFEBREN RZTEZ_F A=
H AARERESLKAERIIFEIZ6KET
EzEfasr  BECAEMATRAEAR
AR c MEROKEHFPHRBREZS L
HEEPIZE33615 8k BamsiA R -

BREE

RN -ZFE—tFTA-+OB((HEREST
BIEM B BITHEREARE LIER
RanfERER B ([BRETE])  sRERRE
STEIERA B BT TI0FERB R - RAHH
HBEAH ERBKFHORSFIEA -

4)
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Under sections 317 and 318 of the SFO, Successmax Global Holdings Limited is deemed
to be interested in 8,123,666 Shares, 329,736,000 Shares, 497,448,000 Shares,
2,882,469,225 Shares, 377,267,528 Shares and 255,582,886 Shares held by Dr. Che
Fengsheng, Dr. Guo Weicheng, Network Victory Limited, Proper Process International
Limited, Victory Faith International Limited and Mingyao Capital Limited, respectively.

Under sections 317 and 318 of the SFO, Victory Faith International Limited is deemed
to be interested in 8,123,666 Shares, 329,736,000 Shares, 497,448,000 Shares,
2,882,469,225 Shares, 782,498,399 Shares and 255,582,886 Shares held by Dr. Che
Fengsheng, Dr. Guo Weicheng, Network Victory Limited, Proper Process International
Limited, Successmax Global Holdings Limited and Mingyao Capital Limited, respectively.

Under sections 317 and 318 of the SFO, Mingyao Capital Limited is deemed to be
interested in 8,123,666 Shares, 329,736,000 Shares, 497,448,000 Shares, 2,882,469,225
Shares, 782,498,399 Shares and 377,267,528 Shares held by Dr. Che Fengsheng, Dr.
Guo Weicheng, Network Victory Limited, Proper Process International Limited, Successmax
Global Holdings Limited and Victory Faith International Limited, respectively.

The letter “L" denotes the shareholder’s long position in such Shares and the letter “S”
denotes the shareholder’s short position in such Shares.

Save as disclosed above, according to the records in the register required to be kept

by the Company under section 336 of the SFO, no other parties had an interest or

a short position in the Shares or underlying Shares or debentures of the Company
recorded under section 336 of the SFO as at 30 June 2022.

SHARE OPTION SCHEME

The Share Option Scheme was approved and adopted by the Shareholders at the

special general meeting (“Share Option Scheme”) held on 24 October 2017

(“Share Option Scheme Adoption Date”), which will be valid for ten (10) years

from the Share Option Scheme Adoption Date. As at the date of this Interim Report,

it has a remaining life of approximately 5 years 1 month.
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Purpose of the Share Option Scheme
The purpose of the Share Option Scheme is to motivate Eligible Persons (as set out

in paragraph (a) below) (i) to optimise their future contributions to the Group; (ii)

to reward them for their past contributions; and (iii) to attract, retain or otherwise

maintain on-going relationships with Eligible Persons who are significant to and/or

whose contributions are or will be beneficial to the performance, growth and success

of the Group.

(a)

(b)

Eligible persons

Our Board may, at its sole discretion, invite any director or proposed director
(including an independent non-executive director) of any member of the
Group, any executive director of, manager of, or other employee holding
an executive, managerial, supervisory or similar position in, any member of
the Group, any proposed Employee, any full-time or part-time Employee,
or a person for the time being seconded to work full-time or part-time for
any member of the Group, a consultant, business or joint venture partner,
franchisee, contractor, agent or representative of any member of the Group,
a person or entity that provides research, development or other technological
support or any advisory, consultancy, professional or other services to any
member of the Group, or an associate (as defined under the Listing Rules)
of any of the foregoing persons (together, “Eligible Persons” and each an
“Eligible Person”).

Determination of eligibility
(i) The Board may, at its absolute discretion, offer to grant to any Eligible
Person (a “Grantee”) an option to subscribe for Shares under the Share

Option Scheme.

(i) The basis of eligibility of any Eligible Person to the grant of any option
shall be determined by our Directors from time to time on the basis
of their contributions to the development, growth and success of the

Group.

(iii)  For the avoidance of doubt, the grant of any option by the Company for
the subscription of Shares to any person who falls within the definition
of Eligible Persons shall not, by itself, unless the Directors otherwise
determine, be construed as a grant of options under the Share Option

Scheme.
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(iv)  An Eligible Person or a Grantee shall provide the Board such information
and supporting evidence as the Board may in its absolute discretion
request from time to time (including before the offer of a grant of
option, at the time of acceptance of a grant of option and at the time of
exercise of an option) for the purpose of assessing and/or determining
his eligibility or continuing eligibility as an Eligible Person and/or a
Grantee or that of his close associates or for purposes in connection with
the terms of an option (and the exercise thereof) or the Share Option
Scheme and the administration thereof.

The maximum number of Shares to be issued upon exercise of all options which
may be granted under the Share Option Scheme (and under any other post-
IPO share option scheme of the Company) shall not in aggregate exceed 10%
of the Shares in issue as at the Share Option Scheme Adoption Date (“Scheme
Mandate Limit"”), provided that the Company may at any time as the Board
may think fit seek approval from the Shareholders to refresh the Scheme
Mandate Limit, except that the maximum number of Shares to be issued
upon exercise of all options which may be granted under the Share Option
Scheme (and under any other post-IPO share option scheme of the Company)
shall not exceed 10% of the Shares in issue as at the date of approval by the
Shareholders in general meeting where such limit is refreshed.

Despite the above-mentioned, the maximum number of Shares to be issued
upon exercise of all outstanding options granted and yet to be exercised under
the Share Option Scheme (and under any other post-IPO share option scheme
of the Company) shall not exceed 30% of the Shares in issue from time to

time.

The total number of Shares that may fall to be allotted and issued under the
Share Option Scheme after the resolution regarding the adoption of the Share
Option Scheme was passed at the special general meeting on 24 October 2017
would be 947,108,220 Shares, representing approximately 10% of the total
number of Shares in issue as at the Share Option Scheme Adoption Date.
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The maximum number of Shares issued and to be issued upon exercise of the
options granted to any one Eligible Person (including exercised and outstanding
options) in any 12-month period shall not exceed 1% of the Shares in issue
from time to time. Where any further grant of options to such an Eligible
Person would result in the Shares issued and to be issued upon exercise of all
options granted and which may be granted to such Eligible Person (including
exercised, cancelled and outstanding options) in the 12-month period up to
and including the date of such further grant would exceed 1% of the Shares
in issue at such time, such further grant shall be separately approved by the
Shareholders in general meeting with such Eligible Person and his associates or
close associates (as the case may be) abstaining from voting.

Grant of options

On and subject to the terms and conditions of the Share Option Scheme, the Board
shall be entitled at any time within a period of ten (10) years commencing on the
Share Option Scheme Adoption Date to offer the grant of any option to any Eligible
Person as the Board may in its absolute discretion select, and on acceptance of the
offer, grant such part of the option as accepted to the Eligible Person.

Subject to the provisions of the Share Option Scheme, the Board may in its absolute
discretion when offering the grant of an option impose any condition, restriction or
limitation in relation thereto in addition to those set forth in the Share Option Scheme
as the Board may think fit (to be stated in the letter containing the offer of the grant
of the option), including but without prejudice to the generality of the foregoing
continuing eligibility criteria, conditions, restrictions or limitations relating to the
achievement of performance, operating or financial targets by the Company and/or
the Grantee, the satisfactory performance or maintenance by the Grantee of certain
conditions or obligations or the time or period when the right to exercise the option
in respect of all or some of the Shares to which the option relates shall vest, provided
that the period within which the Shares that the option relates shall vest on a date
not more than ten (10) years from the date of the grant of the option.

The rules of the Share Option Scheme provide that the Board may specify the
Eligible Persons to whom options shall be granted, the number of Shares subject
to each option and the date on which the options shall be granted. The options
may be exercised at any time during the option period subject to certain conditions,
restrictions or limitations imposed pursuant to the rules of the Share Option Scheme.
The basis for determining the subscription price is also specified precisely in the rules
of the Share Option Scheme. There is no performance target specified in the Share
Option Scheme. The Directors consider that allowing the Board discretion to fix,
among other things, the minimum period for which an option must be held before it
can be exercised, performance targets and the subscription price, upon the grant of
options will better serve the purpose of the Share Option Scheme as this will allow
the Board to grant options that cater to the specific circumstances of the Grantee,
taking into consideration the Grantee's seniority, experience, past work performance,
field of expertise, etc., and thereby providing appropriate motivation and incentive to
the Grantee.
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An offer of the grant of an option shall be deemed to have been accepted when
the duplicate letter comprising acceptance of the option duly signed by the Grantee
together with a remittance in favour of the Company of HK$1.00 by way of
consideration for the grant thereof is received by the Company within the period
specified in the letter containing the offer of the grant of the option. Once such
acceptance is made, the option shall be deemed to have been granted and to have
taken effect from the offer date.

An option shall be exercised in whole or in part by the Grantee according to the
procedures for the exercise of options established by the Company from time to time.
Every exercise of an option must be accompanied by a remittance for the full amount
of the subscription price for the Shares to be issued upon exercise of such option.

The subscription price in respect of any particular option shall be such price as the
Board may in its absolute discretion determine at the time of the grant of the relevant
option (and shall be stated in the letter containing the offer of the grant of the
option) but the subscription price shall not be less than whichever is the highest of:

(i) the nominal value of a Share;

(i) the closing price of Shares as stated in the Stock Exchange’s daily quotations
sheet on the offer date; and

(iii)  the average of the closing prices of Shares as stated in the Stock Exchange’s
daily quotations sheet for the five business days immediately preceding the

offer date.

The subscription price shall also be subject to adjustment in accordance with
reorganization of capital restructure.
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BREFZBETEREAER - - —FXA The summary of the options granted under the Share Option Scheme that were still
ETHEHRRITENBERESZNT outstanding as at 30 June 2022 are as follows:
R R®
TEE —BoCF B B B - — it :
(Bx) -A—-H g& [EE5:d [B5:3 ! B%% ~A=tH
AEALEHER Exercise As at Granted  Exercised  Cancelled Lapsed As at
Name or Category EHAE Price {758 1 January during during during during 30 June
of Grantees Date of Grant (HKS)  Exercise Period 2022  the Period  the Period  the Period  the Period 2022
(a) EZE
(a) Directors
BEREBE 2% 0972 —Z-ZTF 6,000,000 - - - - 6,000,000
NAZ+<E NAZ+ARBE
—EZZF
NA=+HA
Mr. Choi Yiau Chong 26 August 2020 26 August 2020 to
25 August 2030
[ E 3y —Z-ZF 0972 —Z-%F% 4,000,000 - - - - 4,000,000
NAZ+RH /\ﬂ *+/*\EI§
/\ﬂ_ﬂEEI
Ms. Chen Yanling 26 August 2020 26 August 2020 to
25 August 2030
FEELE —Z-% 0972 —Z-TE 2,000,000 - - - - 2,000,000
NRZF7H NRZT/RBZE
ZE=TF
NR=ThH
Mr. Patrick Sun 26 August 2020 26 August 2020 to

25 August 2030

BEREE —E-TF 0972 —Z-ZF 3,000,000 - - - - 3,000,000
NAZF7<A NAZ+TRRZE
—Z=%F
NRZ+hHA
Mr. Tsang Wah Kwong 26 August 2020 26 August 2020 to
25 August 2030
KABL - S 323 0972 ZZZEZF 3,000,000 - - - - 3,000,000
NAZ+<H NAZ+/RBZE
—T=TF
NEZ+HH
Dr. Zhu Xun 26 August 2020 26 August 2020 to
25 August 2030
(b) BB bt S 323 0972 ZZZ%F 73,276,000 - - - 4,900,000 68,376,000
NRZ+7H NRZ+/RBZE
—ZZTH
NAEZ+HE
(b) Employees 26 August 2020 26 August 2020 to
25 August 2030
I s = 220 —E=-—F 7,500,000 - - - - 7,500,000
NA—BZ
—E=-F
NAZ+—H
1 September 2021 1 September 2021 to
31 August 2031
@t 98,776,000 - - - 4,900,000 93,876,000
Total:
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EMPLOYEE SHARE AWARD SCHEME

An award scheme for the purpose of incentivising the management of the Group
(the “Employee Share Award Scheme”) has been adopted by certain Shareholders
(namely, Plenty Gold Enterprises Limited, Dr. Che Fengsheng and Dr. Guo Weicheng)
on 25 October 2010 (the “Adoption Date”). Plenty Gold Enterprises Limited, Dr.
Che Fengsheng and Dr. Guo Weicheng, as settlors (the “Settlors”) of a trust, has
reserved and set aside a total of 33,750,000 Shares (the “Plenty Gold Shares”) for
the Employee Share Award Scheme. On 25 January 2013, MSPEA Pharma Holdings
B.V. contributed an additional 3,750,000 Shares (together with the Plenty Gold
Shares, the “Reserve Shares”) to the Employee Share Award Scheme. Trustee Co
(a private trust company established in the British Virgin Islands and wholly-owned
by Plenty Gold Enterprises Limited) has been appointed as the trustee (the “Scheme
Trustee”) to hold the Reserve Shares under the Employee Share Award Scheme,
and the Scheme Trustee will, upon receiving instructions from the remuneration
committee of the Company (the “Remuneration Committee”), award to selected
management personnel and employees of the Group (excluding Directors) (a
“Grantee”) the rights to acquire the Reserve Shares (“Awards”) at a price to be

determined by the Remuneration Committee.

The Employee Share Award Scheme involves granting of the existing Shares and
no new Shares will be issued pursuant to this arrangement. The Reserve Shares will
not be counted towards the public float as Grantees of Awards will be selected
management personnel of the Group (excluding Directors) and the Settlors are
connected persons. All related award schemes (including this Employee Share
Award Scheme) will not in aggregate exceed 30% of the issued share capital of the
Company. The Remuneration Committee shall determine which employee will be
granted the Awards, and Awards may be granted at any time during a period of
three years commencing from the Adoption Date. Subject to satisfying certain terms
and conditions for exercise of the Awards, including certain vesting conditions and
performance targets (if any), a Grantee may exercise any portion of his or her Award
accepted by him/her at any time before the deadline for exercising the Award as

stated in the offer letter from the Scheme Trustee to such employee.

On 27 September 2013, 234 employees of the Group were granted Awards entitling
them to acquire an aggregate of 19,750,000 Shares at an exercise price of HK$3.19
per Share. On 21 October 2013, 6 employees of the Group were granted Awards
entitling them to acquire an aggregate of 2,050,000 Shares from the Trustee Co at
an exercise price of HK$0.70 per Share. Subject to certain vesting conditions and the
satisfaction of certain performance targets (if any), such Awards shall be exercisable
over a period of five years commencing from the date on which the Awards were
granted.
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On 28 June 2016, 234 employees of the Group (the “Selected Participants”) were
granted new Awards (“New Awards”) entitling them to acquire an aggregate of
31,448,172 Shares at an exercise price of HK$1.57 per Share on the condition that
the Selected Participants will surrender the existing Awards. Subject to certain vesting
conditions and the satisfaction of certain performance targets (if any), the New
Awards shall be exercisable over a period of five years commencing from the date on
which the New Awards are granted.

The summary of the share awards under the Employee Share Award Scheme for
the Period is set out in note 16 to the interim condensed consolidated financial
information.

CHANGES IN INFORMATION OF DIRECTORS

Pursuant to Rule 13.51B(1) of the Listing Rules:

1. The annual salaries of executive Directors of the Company, namely Dr. Che
Fengsheng, Dr. Guo Weicheng, Dr. Zhang lJionglong, Mr. Choi Yiau Chong
and Ms. Chen Yanling were adjusted to RMB7,000,000, RMB3,000,000,
HK$700,000, HK$2,520,000 and HK$1,440,000, respectively, with effect from
1 July 2022.

Save as disclosed above, there are no changes in information of Directors during the
Period and up to the date of this Interim Report.

ISSUE OF EQUITY SECURITIES

During the Period, the Company did not issue any equity securities (including
securities convertible into equity securities) for cash.

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

Neither the Company nor any of its subsidiaries purchased, sold or redeemed any of
the Company’s listed securities during the six months ended 30 June 2022.

DIVIDEND

The Board has resolved to declare an interim cash dividend of RMBO0.1 cents per share
(equivalent to HKO.1 cents per share) and a special cash dividend of RMB3.2 cents per
share (equivalent to HK3.6 cents per share) for the Period. The interim cash dividend
and special cash dividend will be payable on or around Thursday, 13 October 2022 to
the Shareholders whose names appear on the register of members of the Company
on Thursday, 6 October 2022.
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CLOSURE OF THE REGISTER OF MEMBERS FOR
DETERMINING THE ENTITLEMENT OF INTERIM CASH
DIVIDEND AND SPECIAL CASH DIVIDEND

The register of members of the Company will be closed from Wednesday, 5
October 2022 to Thursday, 6 October 2022, both days inclusive, for the purpose of
determining Shareholders’ entitlements to the interim cash dividend and special cash
dividend. In order to qualify for the interim cash dividend and special cash dividend,
all transfers accompanied by the relevant share certificates must be lodged with the
Company’s Hong Kong branch share registrar, Tricor Investor Services Limited, at
17/F, Far East Finance Centre, 16 Harcourt Road, Hong Kong no later than 4:30 p.m.
on Monday, 3 October 2022.

CORPORATE GOVERNANCE CODE

The Company recognises the importance of corporate transparency and
accountability. The Company is committed in achieving a high standard of corporate
governance and leading the Group to attain better results and improve its corporate
image with effective corporate governance procedures.

The Company has complied with all the applicable code provisions of the Corporate
Governance Code, as set out in Appendix 14 to the Listing Rules throughout the
Period.

DIRECTORS’ SECURITIES TRANSACTIONS

The Company has adopted the Model Code as set out in Appendix 10 to the Listing
Rules. All Directors have confirmed, following specific enquiries by the Company, that
they have complied with the required standard set out in the Model Code throughout
the Period.

INDEPENDENT NON-EXECUTIVE DIRECTORS

During the Period, the Company has, at all times, complied with the minimum
requirements of the Listing Rules relating to the appointment of at least three
independent non-executive Directors (representing at least one-third of the Board)
and one of them should have appropriate professional qualifications or accounting or
related financial management expertise.
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AUDIT COMMITTEE

As at the date of this Interim Report, the Audit Committee consists of three
independent non-executive Directors (Mr. Patrick Sun, Mr. Tsang Wah Kwong and Dr.
Zhu Xun), and is chaired by Mr. Patrick Sun who has a professional qualification in
accountancy. The chairman of the Audit Committee has the appropriate professional
qualification and experience in financial matters. The Audit Committee has reviewed
the Group’s interim unaudited condensed consolidated financial information for the
Period.

SUPPLEMENTAL INFORMATION IN RELATION TO THE
2021 ANNUAL REPORT

Reference is made to the annual report for the year ended 31 December 2021
published by the Company on 19 April 2022 (the “2021 Annual Report”). Unless
otherwise stated, capitalized terms used in the supplemental information shall have

the same meanings as those defined in the 2021 Annual Report.

The Company would like to provide supplementary information to the 2021 Annual
Report in relation to the detailed information of the impairment loss of approximately
RMB131 million on intangible assets recognised in the profit or loss for the year
ended 31 December 2021.

As disclosed in the 2021 Annual Report, due to the fierce competition within the
pharmaceutical industry and the limitation of the Group’s resource, the management
of the Group considered the future return rate of certain projects (the “Discontinued
Projects”) was low and decided to discontinue further development of the
Discontinued Projects. Accordingly, the Group recognised full impairment loss for
the carrying values of certain product development in progress and an impairment
loss amounting to RMB131,297,000 in relation to the innovative medicine and other
medicine segment was recorded during the year ended 31 December 2021. This
amount of impairment loss was assessed based on the individual-asset level, and was

not included in the impairment testing based on cash generating units.
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The Company further supplements that the detailed information of the Discontinued

BT : Projects is as below:
REEE
Carrying values
=f H“E (AR¥TR) BEBEH
Names Natures (RMB’000) Launching time
EG(KBP5209) — Ik & & [2 EB IR EY 61,501 201048 A
EG(KBP5209) — pirotinib Breast cancer prevention drugs August 2010
KBP5660%% 4 i e ME %Y 26,578 201043 A
KBP5660 tylerdipine hydrochloride Antihypertensive drugs March 2010
KBP3853 8 A% (& 1% 51 )T H AR P2 1 22 ) 25,892 2010%5A
KBP3853 imigliptin dihydrochloride Oral hypoglycemic drugs May 2010
180115 — 7 b B B A I F BF B RE & =HEY 9,011 201043 A
180115 — L — phencynonate hydrochloride  Prevent motion sickness, seasickness, March 2010
and airsickness drugs
180118 — E& BE HUA A B BN T RO HLRESEY 8,315 20074
180118 — piperphentonamine hydrochloride Heart failure prevention and 2007
cardioprotective drugs
ECET 131,297
Total:

B3 : EG(KBP5209) — UK ZE & [E - KBP56607% 44t
-~ KBP3853HA B4 Ak 15 511 )T % 180115 — 7L iE
HERXRTEREATNSEGHMAIER - 180118
— EEBNEIRE AN BREERMIEE -

AR T8 = — S E R R
BOAK BARTERFEBEN - —F
S EERMAARRERERETE -

Note: The projects EG(KBP5209) — pirotinib, KBP5660 tylerdipine hydrochloride, KBP3853
imigliptin dihydrochloride, 180115 — L — phencynonate hydrochloride were internally
generated, while the project 180118 — piperphentonamine hydrochloride was externally
acquired.

The above supplemental information does not affect other information contained in

the 2021 Annual Report. Save as disclosed in the supplemental information, all other
information in the 2021 Annual Report remains unchanged.

7 HA 5} 45 INTERIM REPORT 2022 57/



VS I

INDEPENDENT REVIEW REPORT

EY:

AN REBEEREBERAANESS
(REREZELMAEZAFRZE])

=
%E

BMEEMECOE 2B AR IIRE R &
BERAB(ERrADERENBAR(ER
BOTHREMBER EReER_F -
FRAZTHNERARATBERRE - RE
EZALEREASRENEEERESRER
Hzmlsk HaZPRRRERER
ARBAKTE BEMERHMERDAE
FETRAUBRE PHUPBERREAER
HABGX hER ST ENZESHMNE
RE A EREMT P Y s ((EREE
BRAFEMRDHEE - BEQFEFABAR
BRER S EEMRERE 2z R
BEFR - RANEERRERMANEHL U
THBMBEMERER  LRBERMABEN
ZEGXR ER BETUEAERI®RE K
Wz A ERNEEME N - HATFH A
BERNTMEMEMALTE ERAEEME
£ -

EHEE

BMERRERETAZELENZEERM
BWERERNZ B ERE 24100 H F 2457
BEEN B TTay R FEHFEHM T FRITE
% - BHTHYBENBRIZENEENH
MEAEBOABSELAR  RETHTN
MEMEFEF FHBEZRDVRERBERE
TEEANETEZNRE  RRMAERE
BABANTEERTAEKRERNAEEXN
ERE-AN BATEEREXER -

Ernst & Young RKGETEIER AT Tel &5 +852 2846 9888
27/F, One Taikoo Place  Z &8 A HH S38079% Fax {HEL: +852 2868 4432
979 King’s Road Ky —FE 27 18 ey.com

Quarry Bay, Hong Kong

TO THE BOARD OF DIRECTORS OF SIHUAN PHARMACEUTICAL HOLDINGS
GROUP LTD.
(Incorporated in Bermuda with limited liability)

Introduction

We have reviewed the interim financial information set out on pages 60 to 112,
which comprises the condensed consolidated statement of financial position of
Sihuan Pharmaceutical Holdings Group Ltd. (the “Company”) and its subsidiaries (the
“Group”) as at 30 June 2022 and the related condensed consolidated statements
of profit or loss and other comprehensive income, changes in equity and cash flows
for the six-month period then ended, and explanatory notes. The Rules Governing
the Listing of Securities on The Stock Exchange of Hong Kong Limited require the
preparation of a report on interim financial information to be in compliance with the
relevant provisions thereof and International Accounting Standard 34 Interim Financial
Reporting ("IAS 34") issued by the International Accounting Standards Board. The
directors of the Company are responsible for the preparation and presentation of
this interim financial information in accordance with IAS 34. Our responsibility is to
express a conclusion on this interim financial information based on our review. Our
report is made solely to you, as a body, in accordance with our agreed terms of
engagement, and for no other purpose. We do not assume responsibility towards or
accept liability to any other person for the contents of this report.

Scope of review

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

Based on our review, nothing has come to our attention that causes us to believe
that the interim financial information is not prepared, in all material respects, in
accordance with IAS 34.

Ernst & Young
Certified Public Accountants

Hong Kong
30 August 2022
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BE_ZT_—_FA=+tHLLA~HEA
For the six months ended 30 June 2022

3}

NSOLIDATED STATEMENT OF PROFIT
MPREHENSIVE INCOME

BEXA=+tHLA<EA
Six months ended 30 June

—Eg=-= T —F

2022 2021

AR® T ARBF T

RMB’'000 RMB'000

B aE (REEER) (REFEZ)

Notes (Unaudited) (Unaudited)

W = Revenue 4 1,464,197 1,907,219
& AR AR Cost of sales (460,508) (440,096)
ER GROSS PROFIT 1,003,689 1,467,123
HipUgA Other income 4 81,690 80,005
Hib s - 558 Other gains — net 4 234,258 246,507

W - WE K& Impairment losses on property,

BEEE plant and equipment (98,097) -
R L Distribution expenses (229,642) (260,923)
TS Administrative expenses (320,311) (278,664)
it 7T R B B R 2 Research and development expenses (457,267) (333,565)
E R Other expenses (11,145) (34,523)
R a F OPERATING PROFIT 203,175 885,960
A Finance expenses 5 (99,400) (15,778)
DG ERAESETER Share of profits and losses of investments

AR R EE accounted for using the equity method (47,733) (50,699)
FR B A& R PROFIT BEFORE TAX 6 56,042 819,483
FrisfiFx Income tax expense 7 (151,943) (225,265)
M (ER) &EF (LOSS)/PROFIT FOR THE PERIOD (95,901) 594,218
TR, - Attributable to:

KRRIHER A Owners of the Company 40,376 611,424

FEIE IR = Non-controlling interests (136,277) (17,206)

(95,901) 594,218
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HE_ZT__FA=+HIE~EA
For the six months ended 30 June 2022

BEXA=t+HLEXEA
Six months ended 30 June

—E-_F T —4F
2022 2021
ARET T ARBEF T
RMB’000 RMB’000
Bt 3 (RRER) (REEER)
Note (Unaudited) (Unaudited)
M (8, ER (LOSS)/PROFIT FOR THE PERIOD (95,901) 594,218
BMRHEM2mEKE OTHER COMPREHENSIVE INCOME
R B 1E FOR THE PERIOD, NET OF TAX = -
MremE(EE) TOTAL COMPREHENSIVE (LOSS)/
Uy 35 48 28 INCOME FOR THE PERIOD (95,901) 594,218
T EEAL - Attributable to:
KRR A Owners of the Company 40,376 611,424
FE5 AR B 2 Non-controlling interests (136,277) (17,206)
HRE2E(ER) TOTAL COMPREHENSIVE (LOSS)/
W 2% 48 58 INCOME FOR THE PERIOD (95,901) 594,218
AR AR
RMB RMB
(RRER) (REg®IZ)
(Unaudited) (Unaudited)
ENBEEB A EARNINGS PER SHARE
EBESR ATTRIBUTABLE TO OWNERS
2R OF THE COMPANY 8
BRIl 2 SRR E AR & F Basic earning per share for profit for the period 0.43 % cents 6.46 7 cents
BREHzESREEET Diluted earning per share for profit for the period 0.43 % cents 6.42 73 cents
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INTERIM CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION

RZT-_—_FXA=+H
As at 30 June 2022

As at
—=E2_-— T —4F
NB=tH +=ZA=+—H
30 June 31 December
2022 2021
ARET T ARBEF T
RMB’000 RMB’'000
PR (REER) (&)
Notes (Unaudited) (Audited)
FRBEE NON-CURRENT ASSETS
ME - BE LR Property, plant and equipment 9 3,336,995 3,304,929
FREEE Right-of-use assets 801,038 787,773
LEYE Investment properties 221,058 224,269
5k Goodwill 28,352 28,352
BVEE Intangible assets 635,941 595,916
EAERETEN Investments accounted for using
®RE the equity method 788,525 705,533
EEFIEE E Deferred tax assets 282,871 303,464
BAFEFAERN Financial assets at fair value through
S REE profit or loss 10 240,574 266,999
HEMIERBEE Other non-current assets 467,057 392,302
[RELETEE Pledged deposits 168,839 144,631
ERBEELE Total non-current assets 6,971,250 6,754,168
REBEE CURRENT ASSETS
7E Inventories 700,684 715,298
B 5 K H b FE YR K Trade and other receivables 1 1,493,914 1,234,428
RAFEFABEH Financial assets at fair value through
THEE profit or loss 10 150,308 109,304
HENESEEY Cash and cash equivalents 5,095,645 5,682,425
RBEEMAE Total current assets 7,440,551 7,741,455
mEE TOTAL ASSETS 14,411,801 14,495,623
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INTERIM CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION

R-ZEZ=—F<A=+H

As at 30 June 2022

»
As at
—E2_- T —4F
ANB=tH +=ZA=+—H
30 June 31 December
2022 2021
ARET T AR®EF T
RMB’000 RMB’'000
B RE (REER) (&)
Notes (Unaudited) (Audited)
s EQUITY
EABEEA Equity attributable to owners of
LR the Company
% A Share capital 12 77,058 77,058
BB Share premium 12 3,882,304 3,882,304
Hh Other reserves (276,899) (221,437)
RE AN Retained earnings 3,578,959 4,546,223
7,261,422 8,284,148
JFERER Non-controlling interests 840,877 865,918
R Total equity 8,102,299 9,150,066
FREBEME NON-CURRENT LIABILITIES
RIEHTE B E Deferred tax liabilities 221,311 222,390
FPERITER Interest-bearing bank borrowings 13 670,238 813,216
HEEE Lease liabilities 47,121 31,463
aRBE Contract liabilities 7,075 9,969
EMIERBEE Other non-current liabilities 2,305,701 1,766,684
EREBEBLEE Total non-current liabilities 3,251,446 2,843,722
REBEE CURRENT LIABILITIES
B REMBEMNER Trade and other payables 14 2,234,620 1,971,289
FFEERITE K Interest-bearing bank borrowings 13 449,920 200,000
ARAE Contract liabilities 121,322 206,425
ERTET5 T Income tax payable 215,475 111,247
HEAE Lease liabilities 11,362 5,193
EfnEaE Other current liabilities 25,357 7,681
REBEEAE Total current liabilities 3,058,056 2,501,835
BmeE TOTAL LIABILITIES 6,309,502 5,345,557
EERBEEHEE TOTAL EQUITY AND LIABILITIES 14,411,801 14,495,623

FE1NEMNMERTHERGEMBER

AR E D o

consolidated financial information.

The notes on pages 68 to 112 are an integral part of the interim condensed

BHIFH SRAEI
Che Fengsheng Guo Weicheng
o BE
Director Director
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INTERIM CONDENSED CONSOLIDATED STATEMENT OF
CHANGES IN EQUITY
BE_ZT_—_FA=+tHLLA~HEA

UNGIE ¥ DN
Attributable to owners of the Company
BRA BRHEE HtEE RIRA @i FmkER o 3
Non-
Share Share Other Retained controlling Total
capital premium reserves earnings Total interests equity
ARBTIT ARBTL ARETL ARET ARETFT ARETT ARETR
RMB'000 RMB'000 RMB'000 RMB'000 RMB’000 RMB'000 RMB'000
RZB--E-A—RB(LEK) Asat1lanuary 2021 (audited) 78,186 4,084,846 725,222 4,302,088 9,190,342 758,383 9,948,725
BnEF,/(BE) Profit/(loss) for the period - - - 611,424 611,424 (17,206) 594,218
Br2EKE Total comprehensive income
k) for the period - - - 611,424 611,424 (17,206) 594,218
EERMZRE - Employee share award scheme:
-BIRBEE — Value of employee services
(7 16) (Note 16) - - 17,169 - 17,169 - 17,169
ERFERER Dividends paid to non-controlling
[ 85) shareholders - - - - - (73,5000  (73,500)
“E-ZFERHBE(MEIS)  Final 2020 dividend (Note 15) - - - (123,054 (123,054) - (123,054)
fE R ERG Repurchase and cancellation of
(B5E12) shares (Note 12) (116)  (29,055) - - (29,171) - (29,171)
HE—HNE AR Disposal of a subsidiary - - (398) 274 (124) (171) (295)
TE Tz Deemed dilution without
RiEEE change of control - - 135310 - 135,310 87,934 223,244
TEET 2 Equity transfer without
BanEz change of control - - 41,540 - 41,540 80,690 122,230
WBARZILE Capital contribution of subsidiaries - - (654) - (654) 654 -
R-Z--%xA=+H As at 30 June 2021
(RBER) (unaudited) 78,070 4,055,791 918,189 4,790,732 9,842,782 836,784 10,679,566
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INTERIM CONDENSED CONSOLIDATED STATEMENT OF
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CHANGES IN EQUITY

BE_

- _FXAZ+TBALEREA

For the six months ended 30 June 2022

FRREEAEN

Attributable to owners of the Company

BRE ROHE HttHEE RKREEAN B FERER BREH
Non-
Share Share Other  Retained controlling Total
capital premium  reserves  earnings Total interests equity
ARBTT ARBT AR TR AR¥TR ARBTR ARBTT AR®TR
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB‘000  RMB'000
Z2--£-8-H As at 1 January 2022
ﬁ“ﬁ%ﬁ) (audited) 77,058 3,882,304  (221,437) 4,546,223 8,284,148 865,918 9,150,066
BREN/(BR) Profit/(loss) for the period - - - 40,376 40376  (136,277)  (95,901)
HR2EKE Total comprehensive
(BB)#% income/(loss) for the period - - - 40,376 40,376  (136,277)  (95,901)
& & M 1n 8B 2 - Employee share award scheme:
-BTIRMEE - Value of employee services
(Ki3x16) (Note 16) = - 50,768 - 50,768 - 50,768
TR -ERARERRE Final 2021 and special dividends
(F37E15) (Note 15) - - - (1,007,640) (1,007,640) - (1,007,640)
LEREEESZEHR Special reserve for maintenance and
BN production funds® - - 4,518 - 4,518 488 5,006
MEARRM 2 EE Recognition of redemption liabilities
BERR on a subsidiary's shares - - (400,000) - (400,000) - (400,000)
— BB A A IR Capital contribution by non-controlling
IR B shareholders of a subsidiary = - 289,252 - 289,252 110,748 400,000
R-B-ZfXA=+H As at 30 June 2022
(REER) (unaudited) 77,058 3,882,304  (276,899) 3,578,959 7,261,422 840,877 8,102,299
ez - Note:
(i WEEEPEEE AEEAREK ()  Pursuant to the relevant PRC regulations, the Group is required to transfer

7 RETHEREERGEEESTA
HHRBBRIERS - LERMEEST
REELEE#ERZ2HBRIIER
MXEER - PAALERKEESZS
BHEEERBBKIER,HK -

production and maintenance funds at fixed rates based on revenue, to a
specific reserve account. The production and maintenance funds could be
utilised when expenses or capital expenditures on production maintenance
and safety measures are incurred. The amount of production and maintenance
funds utilised would be deducted from the specific reserve account.
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THIMAE AR T RER
INTERIM CONDENSED CONSOLIDATED STATEMENT OF CASH FLOWS

BE_Z-_—_FA=+tHILLA~HEA
For the six months ended 30 June 2022

BZEXA=1+HLEA<MEA
Six months ended 30 June

—EgE=-= - —%F
2022 2021
AR T ARBF T
RMB’000 RMB’000
B 5 (REEXR) (REEER)
Notes (Unaudited) (Unaudited)
KETE CASH FLOWS FROM

BEeERE OPERATING ACTIVITIES
EBEANERS Cash generated from operations 17 403,062 695,448
[BERIZIEES Income tax paid (28,201) (80,357)
RETHNRESRERE Net cash flows from operating activities 374,861 615,091
RETH CASH FLOWS FROM

RERE INVESTING ACTIVITIES
HEEEARINE Capital contribution to an associate (165,000) -
EEME - BE & Purchases of items of property,

B plant and equipment (264,673) (320,033)
BEELEE Purchases of intangible assets (81,873) (21,423)
EER AT ER AERD Purchases of financial assets

SRVEE at fair value through profit or loss (8,514,130) (9,736,476)
HERAFET ABRN Proceeds from disposal of financial assets

SREEMBHIE at fair value through profit or loss 8,478,330 9,316,750
HEDE - BEREHEN Proceeds from disposal of property,

FriS 308 plant and equipment 12,676 445
EZHERBN Advances of loans to third parties (29,300) (141)
B N BB RET Advances of loans to an associate (25,000) (93,021)
&N BENERKIE Repayment of loans from associates — 25,000
FE=HENERKE Repayment of loans from a third party = 762
HEMBAR - IKRAES Disposal of a subsidiary, net of cash 109,286 -
WHEHI B AR REFE G - Acquisition of subsidiaries and a business

HBREARS combination, net of cash acquired = (106,300)
[mEZEGEEE S Yl Increase in pledged deposits (24,208) -
B U FI8 Interest received 31,462 39,082
RETEFARESREFHE Net cash flows used in investing activities (472,430) (895,355)
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TEIAZE AR T MER
INTERIM CONDENSED CONSOLIDATED STATEMENT OF CASH FLOWS

HE-_Z-_—_FA=+tHILELA~EA
For the six months ended 30 June 2022

BZEXA=1+HLEA<MEA
Six months ended 30 June

—EgE=-= T —4F
2022 2021
AR® TR ARBEF T
RMB’000 RMB’000
B 7 (REER) (REEER)
Notes (Unaudited) (Unaudited)
MEES CASH FLOWS FROM
REeERE FINANCING ACTIVITIES
BRIREITER Repayment of bank borrowings (32,757) (412,940)
B E M ERFRIE Repayment of other borrowings (1,500) -
RITERATE A Proceeds from bank borrowings 139,700 501,767
H A& ATSRE Proceeds from other borrowings 46,723 -
EEREHERGD Repurchase and cancellation of shares 12 - (29,171)
HENZOAR D Principal portion of lease payments (8,527) (893)
— M B 2 B 8 e AR Capital contribution by non-controlling
R R H & shareholders of a subsidiary 400,000 223,244
TR 2 HEH B AR Partial disposal of equity interests in
2o A E subsidiaries without change of control - 113,410
[RE RPN Dividends paid to
AR R & 3BT Ak Company's shareholders and
[N s non-controlling shareholders (1,007,640) (73,500)
21 F A Interest paid (25,210) (14,844)
BEEE (FTR) B Net cash flows (used in)/from
REREFHE financing activities (489,211) 307,073
ReRBRLEEY Net (decrease)/increase in cash and
CGRLA),/ & inEEE cash equivalents (586,780) 26,809
HMyRek Cash and cash equivalents
REeEEY at beginning of the period 5,682,425 4,604,041
BMREER Cash and cash equivalents
HeEEY at end of the period 5,095,645 4,630,850
ReRBELEEY ANALYSIS OF BALANCES OF CASH AND
EER D AT CASH EQUIVALENTS
Re RIBITES Cash and bank balances 4,408,403 2,708,288
mERZEHER Unpledged time deposits 687,242 1,922,562
RPHIMALARESREARA  Cash and cash equivalents as stated in
2izRER the interim condensed consolidated
REeZEEY statement of cash flows 5,095,645 4,630,850
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL
INFORMATION

BE_ZT_—_FA=+tHLLA~HEA
For the six months ended 30 June 2022

1.

68

RAREEEHR

MRS EZEREERFR AR ([RQT])
BEBREQRENARETIMARILR
ERRRA -

RAFRREZER AT « KA w) KA
BAR (G AEE])NEREE /N
hEARKLME(THE]) T RFEE
(T2  ARBERHEBEEREX

Efm e

N A&l & i 3% = B i 3k RClarendon
House, 2 Church Street, Hamilton HM
11, Bermuda - AEBEHEE T B EE
BABBETAEEIREEESMHA
RIB4309F - RILRET2EEME AF
Bl b i §A 5 & )\ 2 41 75 2 (3 #2000 -
45518228 (F 45 - 100025) °

MAUEER RNEEFH
REH

2.1 REE%E
HE-_ZE-_—_FXA=1+HLRX
AR R ARG E B ER T
BIREF et R ([EBR g%
Al ) E34H B & wm & -
FPEHEREEVBEARTBEESF
EMBHRERTFRENTEER K
FEREAEHAEREBE_T - —
FH+_AZ+—BLEFENFE
eV BHRKx —HHEE

o

CORPORATE AND GROUP INFORMATION

Sihuan Pharmaceutical Holdings Group Ltd. (the “Company"”) was incorporated
in Bermuda under the Bermuda Companies Act as an exempted company.

The Company is an investment holding company. The principal activities of the
Company and its subsidiaries (together, the “Group”) are the research and
development (“R&D"), manufacture and sale of pharmaceutical and medical
aesthetic products in the People’s Republic of China (the “PRC").

The address of the Company’s registered office is Clarendon House, 2 Church
Street, Hamilton HM 11, Bermuda. The address of the principal place of
business of the Group in Hong Kong is Room 4309, Office Tower, Convention
Plaza, 1 Harbour Road, Wanchai, Hong Kong, and the address of the
principal place of business in Beijing is 22/F, Building 4, Zhubang 2000, West
Balizhuang, Chaoyang District, Beijing 100025, the PRC.

BASIS OF PREPARATION AND CHANGES TO THE
GROUP’S ACCOUNTING POLICIES

2.1 Basis of preparation

The interim condensed consolidated financial information for the
six months ended 30 June 2022 has been prepared in accordance
with International Accounting Standard (“IAS") 34 Interim Financial
Reporting. The interim condensed consolidated financial information
does not include all the information and disclosures required in the
annual financial statements, and should be read in conjunction with the
Group’s annual consolidated financial statements for the year ended 31
December 2021.
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ARG RR AR & BT 15 B R R

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL

MBEEERAEBESFTH
KEFH )

2.1

2.2

REEE®)
BRBEBHRBEIN AR HEEHEE
HBERAARETT(TARY
Frl)BE2INER - 4 HI
BAVBKERNR-_ZE-_—_FN\A
StABEFREMAETE -

ST BEEBREESE
RIS RRAR A B IS B R AT
MM ETRRAGRASEEEE
—E-—F+ - A=+—HIF
EZFEGREVBRERMERASE
— B AR B ER E XK
UA T S FT B R B 15 3R 5 ZE A
(BB B RS Al )RR D o

B R B 765 ¥ 5 M R S 35 BB 5T
Amendments to IFRS 3

RE st ERIE 165N ERT

Amendments to IAS 16

R @RI EI7TRMIEE]
Amendments to IAS 37

BRI e R — F— N\ F £ —F — FFEFRHE

Annual Improvements to IFRSs 2018-2020

INFORMATION

HE_ZT__FA=+HIE~EA
For the six months ended 30 June 2022

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

2.1

2.2

Basis of preparation (continued)

The interim condensed consolidated financial information is presented in
thousand Renminbi (“RMB’000"”), unless otherwise stated. The interim
condensed consolidated financial information was authorised for issue in

accordance with a resolution of the directors on 30 August 2022.

Changes in accounting policies and disclosures

The accounting policies adopted in the preparation of the interim
condensed consolidated financial information are consistent with
those applied in the preparation of the Group’s annual consolidated
financial statements for the year ended 31 December 2021, except for
the adoption of the following revised International Financial Reporting
Standards (“IFRSs"”) for the first time for the current period’s financial
information.

BRER Z 18

Reference to the Conceptual Framework

W - BiERRE - BT S IATEAE
Property, Plant and
Equipment: Proceeds before Intended Use

BEEH) — ETTEABIA

Onerous Contracts — Cost of Fulfilling a Contract

BIRR A T3R5 R RIS 155 - BIBR B ISR 2RI F 958 - BURR
B S 5 RI S5 165 BE M #0071 I BN & 5t AERI S5 41 5%
EMERT

Amendments to IFRS 1, IFRS 9,
lllustrative Examples accompanying IFRS 16, and IAS 41

7 Hi 5} 45 INTERIM REPORT 2022 69



i
NO
INF

2.

70

1 75 A1

e B E R

it

TES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL
ORMATION
BE_ZT_—_FA=+tHLLA~HEA

MBEEERAEBESFTH
KEFH )

22 B BRREBBRBEESHE
(#)
EETARMEREEANEE
REERHEMT :

(a)

BB B 75 5 o 7 R B 35T Y
BTN —FE - N\F=ZA%M
F 75 3R LR AE 2R B R AR
O R ER TN &0
LRI - MERFEKX
WEEER - ZFETNR
B B 75 e 5 7 R BB 3558
MR BISMER - B
BAU2ZHSEREEEAE
SRBENBRESR - %ZHI5
BRRE - HNEFMIER
56 0 RAE BB E KR
& AT B 37 5% o B R B
BRERBEZEESE2IN
MARERIARE  KAB
WA B HmEEAEIRNE
BED RRABR &5t ER
FEI7TRABEIBIHRER
BEZEZE21%  MEM
DAER o WO - HFERE
B REER U B ERF
ERRER - AKREEH -
T —F-F-HAsZRHE
EMEBAHIRAIRABEH
&Rl - AR HIRANBEENE
BT EELEZFEIH
BINHWRREE - ARk
RaflE  RtZFETEA
SEM AR R RF R E

FEZE -

>

2.

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

2.2 Changes in accounting policies and disclosures
(continued)

The nature and impact of the revised IFRSs are described below:

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

B2 R & B A PR 2 7] SIHUAN PHARMACEUTICAL HOLDINGS GROUP LTD.



ARG RR AR & BT 15 B R R

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL

2. MBEERAEESHK
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INFORMATION

HE_ZT__FA=+HIE~EA
For the six months ended 30 June 2022

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

2.2 Changes in accounting policies and disclosures
(continued)

(b)

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

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

BE_ZT_—_FA=+tHLLA~HEA
For the six months ended 30 June 2022
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2. BASIS OF PREPARATION AND CHANGES TO THE
GROUP’S ACCOUNTING POLICIES (continued)

2.2 Changes in accounting policies and disclosures

(continued)

(d)

Annual Improvements to IFRSs 2018-2020 sets out amendments
to IFRS 1, IFRS 9, lllustrative Examples accompanying IFRS 16,
and IAS 41. Details of the amendments that are applicable to the
Group are as follows:

IFRS 9 Financial Instruments: clarifies the fees that an entity
includes when assessing whether the terms of a new or
modified financial liability are substantially different from
the terms of the original financial liability. These fees include
only those paid or received between the borrower and
the lender, including fees paid or received by either the
borrower or lender on the other's behalf. The Group has
applied the amendment prospectively to financial liabilities
that are modified or exchanged on or after 1 January 2022.
As there was no modification of the Group’s financial
liabilities during the period, the amendment did not have
any impact on the financial position or performance of the
Group. Or add the impact upon initial application

IFRS 16 Leases: removes the illustration of payments from
the lessor relating to leasehold improvements in Illustrative
Example 13 accompanying IFRS 16. This removes potential
confusion regarding the treatment of lease incentives when

applying IFRS 16.
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL
INFORMATION

HE_ZT__FA=+HIE~EA
For the six months ended 30 June 2022

7 EEH 3. SEGMENT INFORMATION

BEEmMS AEEEREERERS For management purposes, the Group is organised into business units based

Blo¥BEM ZHEREBH DB on their products and services and has three reportable operating segments as

™~ follows:

(a) BEXERO>NBEERE - BF (@  the medical aesthetic products segment including the filling, shaping,
HoZEE fRE - KLERE supporting, supplementing, optoelectronic device, body sculpturing, skin
HoRHE FEEREBERHEM care and others to provide non- or minimally invasive medical aesthetics
AR MHEBEEG AR R comprehensive solutions;

by BIFMEREMEZSI K (b)  the innovative medicine and other medicine segment; and

() HHRESI- () the generic medicine segment.

TERERRECHARATEARNRRES The chief operating decision-maker has been identified as the executive director

BHITEE EEQHTESTAEEY of the board of the Company. The executive directors of the board review the

RNEBRRIHRE @ U HER LD B Group's internal reports in order to assess performance and allocate resources.

EBR -EEBERNZEREBETELY Management has determined the operating segments based on these reports.

#b e

7 Hi 5} 45 INTERIM REPORT 2022 73



ARG RA AR S I 15 B R I R
NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL
INFORMATION

BE_ZT_—_FA=+tHLLA~HEA
For the six months ended 30 June 2022

3. 7EER®

BE-—E--FXA=t+HLAXHEA

SEGMENT INFORMATION (continued)

Six months ended 30 June 2022

Rl EER
BEXER Hit g m 3% st

Innovative

Medical medicine

aesthetic and other Generic

products medicine medicine Total
AR® T AR T ARET T AR® T
RMB’000 RMB’000 RMB’000 RMB’000
(REER) (REER) (REEZ) (REEZ)

(Unaudited)

(Unaudited)

(Unaudited)

(Unaudited)

72 5P W as (B 5E4) Segment revenue (Note 4)
INERE P E Sales to external customers 98,612 132,598 1,232,987 1,464,197
o EPE B Intersegment sales - 14,042 8 14,050
98,612 146,640 1,232,995 1,478,247

HER - Reconciliation:
HEEEE Elimination of

84 intersegment sales (14,050)
W Revenue 1,464,197
DEEE Segment results 41,586 (498,070) 683,114 226,630
HER - Reconciliation:
Al D EE MU A Unallocated other income 13,606
PRI #REMIE  Unallocated other gains

- 55 - net 3,089
IR 1:0k-9:2! Unallocated expenses (124,831)
TR D EMBF BB Unallocated finance expenses (14,719)
DG A A Share of profits and losses of

FFEERE R R investments accounted for

&1 using the equity method (47,733)
B %4 A g A Profit before tax 56,042

74 P IR B8 g 12
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BE-_E-—FXA=+HLAMEA

BXEM

Medical
aesthetic
products

AR®T
RMB’000
(REBEX)
(Unaudited)

1 5 75 B

BIFER
HibzEm
Innovative
medicine
and other
medicine
AR¥T R
RMB’000
(REEZ)
(Unaudited)

e B E R R
NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL
INFORMATION

HE_ZT__FA=+HIE~EA
For the six months ended 30 June 2022

SEGMENT INFORMATION (continued)

Six months ended 30 June 2021

hREE

Generic
medicine
AR¥TR
RMB’000
(REEEZ)
(Unaudited)

et

Total
AR®T
RMB’000

(REER)
(Unaudited)

2B Uk = (P 7E4) Segment revenue (Note 4)
BB HE Sales to external customers 257,923 139,509 1,509,787 1,907,219
DEEEE Intersegment sales - 15,518 - 15,518
257,923 155,027 1,509,787 1,922,737
HER - Reconciliation:
5 #B E 38 & ¥ 8 Elimination of
intersegment sales (15,518)
Uz Revenue 1,907,219
DEEE Segment results 199,047 (268,836) 915,280 845,491
HER - Reconciliation:
TR S #e E MU A Unallocated other income 9,818
Al D #ME MU 2E  Unallocated other gains
- & - net 59,314
R -0k 9:3 Unallocated expenses (43,747)
DR 1:0Lpi T Unallocated finance expenses (694)
DGR AR A Share of profits and losses of
FFEMIRE RN R investments accounted for
&5 18 using the equity method (50,699)
R 5% Bl O A Profit before tax 819,483

BE-_Z-_—_FXA=Z+HIL~EA -
FBHEEYRAE S HEmBEASEEBIEK
HHEAEERFZIONHIUL(BE-Z
——FRNA=Z+THBLEXEA BE)Ho

HHAE e

During the six months ended 30 June 2022, all sales were from distributors and

there were no distributors of the Group from which the revenue amounted to

10% or more of the Group’s revenue (six months ended 30 June 2021: Nil).
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INFORMATION

BE_ZT_—_FA=+tHLLA~HEA
For the six months ended 30 June 2022

4. Wzm > Hitlg A R W& 4. REVENUE, OTHER INCOME AND GAINS
W EEMIEARDHTT - An analysis of revenue and other income is as follows:

BEAA=tRILAER

Six months ended 30 June

B8 —T-_—F
2022 2021
ARET T ARETTT
RMB’000 RMB’'000
B 5E (REEER) (REEEZ)
Notes (Unaudited) (Unaudited)
W = Revenue
EPa ke Revenue from contracts with customers:
HEREREXER Sale of pharmaceutical and medical
aesthetic products i 1,464,197 1,907,219
Hip g A Other income
F B WA Interest income 74,141 68,720
b RS A Hospital services income 4,161 -
B A Research and development income - 160
KREMEKEREZ Gross rental income from investment
He W AEzE property operating leases i 2,116 5,376
& 5 iR Sales of distribution rights i 994 3,105
H Others 278 2,644
81,690 80,005
it - Notes:
(i) BEAHNREBERE R T B R (i) Total revenue from contracts with customers is derived from the sale of
BLBEXERHEE REZEDOR pharmaceutical and medical aesthetic products in Mainland China and is
FEHER - recognised as goods transferred at a point in time.
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ARG RR AR & BT 15 B R R
NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL
INFORMATION

HE-Z-_—FA=1THIELAXEA

For the six months ended

30 June 2022

4. W HiWw ARWEE =2 4. REVENUE, OTHER INCOME AND GAINS (ontinued)
Wat - (&) Notes: (continued)
(ii) BAEBERMREEERRET - (i) The performance obligation is satisfied over time as services are rendered and
— AR = L30B8 AT - payment is generally due within 30 days from the date of billing. An analysis of
SWARAFTAOT rental income is as follows:
BEAA=+tHLEAER
Six months ended 30 June
—EBC-—F —E-—F
2022 2021
AR%BTR ARBTT
RMB’000 RMB'000
(REER) (CRISER)
(Unaudited) (Unaudited)
@ 5 Geographical markets:
B A Mainland China 236 1,467
BE Hong Kong 1,880 3,909
2,116 5,376
(i) HESHENHMEDTSHAREN (i) The geographical market of all the sales of distribution rights is Mainland China.
e ARDEPAEE T —ERHRD The performance obligation is satisfied over time as the distributors are granted for
HASBEMMEN BRORBER the rights to distribute the Group’s products for certain period and advances are
MET WEESBEBATERE]S normally required on the inception of distribution agreement. Contracts for the sale
HHEREARE RESHENE of distribution rights are for periods of five years.
HERBAF ©
TRETTABREHAVERAABEOHR The following table shows the amounts of other income recognised in the current
IR R HA A AR A B A U A B BRR reporting period that were included in the contract liabilities at the beginning of
the reporting period:
BEAA=+tHLEAMER
Six months ended 30 June
—EBC-—fF —E-—F
2022 2021
AR%BTR ARETT
RMB’000 RMB'000
(REER) (CRESER)
(Unaudited) (Unaudited)
BRIFARESHIVAREBED Recognisation of other income that was included in
Hip A - contract liabilities at the beginning of the reporting period:
HE D R Sale of distribution rights 994 275
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL
INFORMATION

BE_ZT_—_FA=+tHLLA~HEA
For the six months ended 30 June 2022

4. Wz - HWw ARWE (% 4. REVENUE, OTHER INCOME AND GAINS (continued)

BZARNA=1THILKEA
Six months ended 30 June

—E-CF —E-—F
2022 2021
ARET T AR¥ETTT
RMB’000 RMB’'000
s (REER) (RS EZ)
Note (Unaudited) (Unaudited)
Hib iz - F8 Other gains - net
BT B Government grants i 68,550 180,421
X E B Exchange losses, net (44,231) —
RAEEE N s Gain on deemed dilution 6,452 59,228
BB A A8 s Gain on disposal of a subsidiary 211,592 —
BRATESFABZNESREE (Loss)/gain on changes in fair value of
NFEZH(EHE) W financial assets at FVPL (21,339) 6,830
H Others 13,234 28
234,258 246,507
et - Note:
10) B 8 B 48 46 b 77 T FF Uk BR AL 3 4 B (i) The government grants represented the subsidies received from the local
s B e ) S B o government and no specific conditions were attached to them.
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5. BIEBX

BRI ITOT

ARG RR AR & BT 15 B R R
NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL

5. FINANCE EXPENSES

An analysis of finance expenses is as follows:

INFORMATION

HE_ZT__FA=+HIE~EA
For the six months ended 30 June 2022

BEAA=tRILAER

Six months ended 30 June

B8 —T-_—F
2022 2021
ARET T ARETTT
RMB’000 RMB’'000
Ff 5k (REEER) (REEEZ)
Note (Unaudited) (Unaudited)
RTEENFERX : Interest expenses on:

FFERITREMER Interest-bearing bank and other borrowings 13 27,072 20,947
WEBARBRGOER &E Redemption liabilities on subsidiaries’ shares 72,611 -
HEBE Lease liabilities 1,395 89

AT EFTAEZSR Total interest expense on financial liabilities
BEMNBHAZBE not at fair value through profit or loss 101,078 21,036
B AR R R A Less: Interest capitalised (1,678) (5,258)
99,400 15,778

6. BR%ATE R

REERBE AR Ty B OR ) 2A

6. PROFIT BEFORE TAX

The Group's profit before tax is arrived at after charging/(crediting):

TEIEESD
BEXA=t+HLXEA
Six months ended 30 June
—EC-CF —E-—F
2022 2021
AR¥TT AREEFTT
RMB’000 RMB’'000
B3 (REBEZ) (REEEZ)
Notes (Unaudited) (Unaudited)
FEHEXR Cost of inventories sold 460,508 440,096
RAEEE ) Gain on deemed dilution (6,452) (59,228)
M BE R Impairment losses of property,
BREREREE plant and equipment 9 98,097 -
B 5 & H b & W BR OB E Impairment losses of trade and
&1B other receivables 42,745 14,654
BEERCEEER Write-down of inventories to net realisable
FE value 10,729 7,959
HEME BEREHD Loss on disposal of property, plant and
&1 equipment 9 808 2,530
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL
INFORMATION

HEZ

T CFXRAZTHIERER

For the six months ended 30 June 2022

7. RBBEX INCOME TAX EXPENSE
EBENEBRIIUABE_FS=_Z2FA Hong Kong profits tax has been provided at the rate of 16.5% (six months
=+ BHLERNEAREEEEENGEIERT ended 30 June 2021: 16.5%) on the estimated assessable profits arising in
HAEIZ165%NFHE R (e —F - — Hong Kong for the six months ended 30 June 2022, except for one subsidiary
FRNAZTHIEARNEAR 16.5%) 511 - of the Group which is a qualifying entity under the two-tiered profits tax
TERAEEN—BHBAR(EAF rates regime. The first HK$2,000,000 (six months ended 30 June 2021:
SHMAH THNAEERER) - 2B HK$2,000,000) of assessable profits of this subsidiary are taxed at 8.25% (six
AN TEHE2,000,0008 T (BE-—T = — months ended 30 June 2021: 8.25%) and the remaining assessable profits
FRNA=THILNEA 2,000,000 are taxed at 16.5% (six months ended 30 June 2021: 16.5%). The PRC
JL) FERE R R 28 25% M B R (H &= = subsidiaries of the Group have determined and paid the corporate income tax
T —FNA=THINREA :825%) in accordance with the Corporate Income Tax Law of the PRC at the tax rate of
BB - MR T FE SR FDE B2 16.5%H) 25% (six months ended 30 June 2021: 25%). Certain PRC subsidiaries of the
MEBHEZE-_—FNA=1THILERX Group were qualified as high-tech enterprises. Accordingly, those subsidiaries’
A :16.5%) B - NREEH+F R B corporate income tax for the six months ended 30 June 2022 and 2021 was
RAEERB(REAREMBECERS provided for at a preferential tax rate of 15%. Taxes on profits assessable
BEVR2DS %M ME(BE_SZ—F < elsewhere have been calculated at the rates of tax prevailing in the countries in
A=+HB1LEXMEA :25%) BT LR which the Group operates.
EMREH - AEENETHBEMEAR
AIRERMENEEER - Bt - %%
MEARRBE T - —FR-F-—
FRA=ZTHIEAREAAZRIS%HEES
EEAIRDEMGR o Hihih 75 fERTH A
BB A EE 2 EMERKMNIE
TREHE -
AREEBHE S -__FR_FT_—FX The income tax expense of the Group for the six months ended 30 June 2022
A=+HI1EREARNEFEZH T and 2021 is analysed as follows:
T~
BEANA=+THLEXREA
Six months ended 30 June
—E-—F —E-—F
2022 2021
ARET T ARBTTT
RMB’000 RMB’'000
(REER) (RS EZ)
(Unaudited) (Unaudited)
BN ER Current 132,429 223,035
R Deferred 19,514 2,230
BAMIERAX 8% Total tax charge for the period 151,943 225,265
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ARG RR AR & BT 15 B R R

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL

BERER

BREABHSEREHARER R E
B A FE 5% T A R % 40,376,000 7T (&
BT —FXRXA=ZFTHILEXMAEA:
ANER#611,424,00070) R IR E BT E
38 A% 0 4 - 15 % $109,329,999,000 % (&
EE-_—FXA=Z+BHIEXEA:
9,460,906,000%) 5+ & + WA FHE UK
Rk HA P B [ B R D) o

B ERNSRDIEARNAESRE
REF AR B HEA ARG RN
HoERMANEBRNETFIHEAR
N EERERBINNHAEEITER
WRE B - YRR ATAE SRR
BETEXBHRSEBRENEELT X
BATE BN IS8 -

INFORMATION

HE_ZT__FA=+HIE~EA
For the six months ended 30 June 2022

EARNINGS PER SHARE

The calculation of the basic earnings per share amounts is based on the profit
for the period attributable to owners of the Company of RMB40,376,000 (six
months ended 30 June 2021: RMB611,424,000), and the weighted average
number of ordinary shares of 9,329,999,000 shares (six months ended 30 June
2021: 9,460,906,000 shares) in issuance during the period, as adjusted to
reflect the repurchased shares during the period.

The calculation of the diluted earnings per share amount is based on the profit
for the period attributable to owners of the Company, as used in the basic
earnings per share calculation. The weighted average number of ordinary
shares used in the calculation is the number of ordinary shares in issue during
the period, as used in the basic earnings per share calculation, and the
weighted average number of ordinary shares assumed to have been issued at
no consideration on the deemed exercise or conversion of all dilutive potential

ordinary shares into ordinary shares.
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ARG RA AR S I 15 B R I R
NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL

INFORMATION
BE_ZT_—_FA=+tHLLA~HEA
For the six months ended 30 June 2022

8. BRERN®

BREAREBRNIET I 8IET

st

8. EARNINGS PER SHARE (continued)

The calculations of basic and diluted earnings per share are based on:

BEANA=+THLEAEA
Six months ended 30 June
—E-= —E-—4F
2022 2021
(REER) (R EZ)
(Unaudited) (Unaudited)
B Earnings
KRR A BT Profit attributable to owners of
(ANR®EFT) the Company (RMB’000) 40,376 611,424
Bz 5 Shares
REFTESRERAZNHE 1T Weighted average number of ordinary shares in issue
TS RS 0 #E 19 & () for basic earnings per share (Share’000) 9,329,999 9,460,906
BEyE - LTaRkingE Effect of dilution — weighted average
T number of ordinary shares:
BE IR (%) (i) Share options (Share’000)(i) = 57,687
9,329,999 9,518,593
ARz FREREF Basic earnings per share for
(AR®5) profit for the period (RMB cents) 0.43 6.46
BN A 2 B AR S &R Diluted earnings per share for
(ANR®5) profit for the period (RMB cents) 0.43 6.42

82

BHREARTENBRESM2I0E
BREAANGHEEREBEZE  BY
ERBEHBEE T -_—_FXA=T
FIESREMENNERERANEHE
EHAERREE -

No adjustment has been made to the basic earnings per share amounts presented
for the period ended 30 June 2022 in respect of a dilution as the impact of share
options outstanding had an anti-dilutive effect on the basic earnings per share
amounts presented.

292 R & B A IR 2 7] SIHUAN PHARMACEUTICAL HOLDINGS GROUP LTD.

=
5
B
B
i
o



ARG RR AR & BT 15 B R R

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL

ME - BERRE

EAESZJ:_;__EF/\ +EJJ:/_\1
A ~7«1&;€ILM3221SAE¢%290156000
TE(@Z;% *E/\H +E|Jt/\1.
A AE%BBLBZOOOT{:)H&E%%E °

%ﬁxi?zziﬁﬂz+5¢ﬁ
v$%lmﬁﬁﬁﬁﬁ%AEm
1348400071(@i —F XA
=+HIEANM@EA : /\Eﬁzz,975,000
TTIMEBEE BHEEFBEBEBARE
808,000 L(BE=-T=—F~A=1+H
IERE A+ AR¥2,530,000T) °

RBE-_Z-_—_FA=Z+HIENHE
A BAREAELESERNEE  HRES
HEETWE  BERZBERREE
B AR %98,097,000 L(BE-T = —

i/\ﬂ:ﬂ'ﬂi/\f.ﬁ : ,E) °EJL&@
{ﬁ%ﬁﬁ;ﬁ ’ EE*ETE@EFH%@%MLE]’E E‘J
NEREEFSESEZEERREELSE
UEE BREELBEUFEREIERRE
FRESLOME BEERRE B
MEFEAAMEANIERES15% °

INFORMATION
HE_ZT__FA=+HIE~EA
For the six months ended 30 June 2022

PROPERTY, PLANT AND EQUIPMENT

During the six months ended 30 June 2022, the Group acquired assets at a
cost of RMB290,156,000 (six months ended 30 June 2021: RMB331,137,000).

Assets with a net book value of RMB13,484,000 were disposed of by the
Group during the six months ended 30 June 2022 (six months ended 30 June
2021: RMB2,975,000), resulting in a net loss on disposal of RMB808,000 (six
months ended 30 June 2021: RMB2,530,000).

During the six months ended 30 June 2022, an impairment loss of
RMB98,097,000 (six months ended 30 June 2021: Nil) was recognised for
certain property, plant and equipment in the generic medicines segment as
a results of the significant loss incurred during the period. The recoverable
amount was nil which has been determined at the level of the cash-generating
unit based on a value-in-use calculation using cash flow projections. The cash-
generating unit mainly consisted of property, plant and equipment allocated
to the generic medicines segment. The discount rate applied to the cash flow
projections is 15%.
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL
INFORMATION

HEZ

T CFXRAZTHIERER

For the six months ended 30 June 2022

10.

BAFEFABZNEE
EE

TXEAAEBER _ZE-__F <A
=tARZE=—F+ZA=+—8HmM
HEnesmiEERe RS ED
B 5 I H A FE AR SRR M) 5

10. FINANCIAL ASSETS AT FAIR VALUE THROUGH
PROFIT OR LOSS

Set out below is an overview of financial assets, other than cash and cash

equivalents, trade and other receivables, held by the Group as at 30 June 2022
and 31 December 2021:

S
As at
—=-= —E-—F
~A=+H +=—A=+—8H
30 June 31 December
2022 2021
ARET T ARBTTT
RMB’000 RMB’'000
B 5E (REER) (&&= %)
Notes (Unaudited) (Audited)
IERE Non-current
BAFEFAEBE([EAFE Financial assets at fair value through profit
FFABRDMNEREE - or loss ("FVPL"):
RAFEFENELTRERE Unlisted equity investments, at fair value i 240,574 266,999
B Current
BEAFEFAEBENESREE - Financial assets at FVPL:
B E M Wealth management products ii 150,308 109,304
390,882 376,303
et - Notes:
(i) % FX A 5 AKBP Biosciences Holdings (i) The amount represents equity investments in the unquoted equity shares of

84

Limited ~ Lindeman Asia No.12 Investment
Fund - DJS Antibodies Limited - PsiOxus
Therapeutics Limited + Ascendum
Healthcare Fund « & 3l 7 & 25 # 2§
A B B R 2 Al - Beijing  Gretson
Biomedical Technology Co., Ltd.
Beijing Gerui Biomedical Technology
Co., Ltd. RILREF A B EFR N FE
TRAKROHRERE - REBEEHER
ARRARBEZSEE=ERG - B E
TR EMEREE S ERRATE
AAHMERKENEMEE -

iy  ZREEATEABETEERTHN
RITEATEEE M R AOIBIE @ > %
FEYPEMNBG D BREAFER
ABENEREE AREANRSE
MEWIFERANE RFIBMNK -

|

]

(i)

KBP Biosciences Holdings Limited, Lindeman Asia No.12 Investment Fund, DJS
Antibodies Limited, PsiOxus Therapeutics Limited, Ascendum Healthcare Fund,
Shenzhen MileBot Robotics Co., Ltd., Beijing Gretson Biomedical Technology
Co., Ltd., Beijing Gerui Biomedical Technology Co., Ltd., and Beijing Xuansheng
Pharmaceutical Co., Ltd. The Group intends to hold these equity shares for the
foreseeable future and has not irrevocably elected to classify them as financial
assets at fair value through other comprehensive income.

The amount represents wealth management products issued by certain reputable
banks in Mainland China with no fixed interest rate. They were mandatorily
classified as financial assets at fair value through profit or loss as their contractual
cash flows are not solely payments of principal and interest.
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL

M EZREMEWRERR

INFORMATION

HE-Z-_—FA=1THIELAXEA

For the six months ended

11. TRADE AND OTHER RECEIVABLES

30 June 2022

i
As at

—E-—F —E-—F

~NA=1+H +=—A=+—8H

30 June 31 December

2022 2021

AR¥T T ARETTT

RMB’000 RMB’000

(RESERZ) (&&= %)
(Unaudited) (Audited)

BORBERER -F=H Trade receivables — third parties 774,695 651,490
R IR Notes receivable 127,156 171,215
Bl =N =E A Loans to associates 206,986 208,111
ME=FER Loans to third parties 13,450 -
FET M FERE A Prepayments to suppliers 204,077 140,091
JE WS EL fth B 05 RROE Amounts due from other related party 9,600 9,600
e S & EERIE Amount due from a joint venture 2,881 2,911
JE Wi Bs i R FRIE Amount due from an associate 224 -
FEURR S Dividends receivable 40,727 -
HE B A R EUWER R Receivable for disposal of a subsidiary 103,367 -
HAh fEURBR 3R Other receivables 108,760 114,481
1,591,923 1,297,899

B SRR FURERE Provision of impairment on trade receivables (74,090) (43,640)
Hh e AR TR B 5 Provision of impairment on other receivables (23,919) (19,831)
1,493,914 1,234,428
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL
INFORMATION

BE_ZT_—_FA=+tHLLA~HEA
For the six months ended 30 June 2022

M. ESZRHEMEKREKRR® 11. TRADE AND OTHER RECEIVABLES (continued)

RNIBEER BHENEITIZEZHH An ageing analysis of the trade receivables as at the end of the reporting
ERMBR® T T (BB EE) : period, based on the invoice date and net of provisions, is as follows:
i
As at
—E-—F T —4F
AA=+H +=ZA=+—H
30 June 31 December
2022 2021
AR®T T ARETTT
RMB’000 RMB’000
(RBER) (&%)
(Unaudited) (Audited)
31E A AR Within 3 months 502,032 426,782
3%6fEA 3 to 6 months 30,260 35,746
62 12{@ A 6 to 12 months 134,013 137,682
1A £ More than 1 year 34,300 7,640
700,605 607,850
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL
INFORMATION
HE_ZT__FA=+HIE~EA

12. RARKRG=E

EEEBER SRORAE

12. SHARE CAPITAL AND SHARE PREMIUM

#A EZEREE €S BRGIERE &t
Number of
Number of issued and
authorised fully paid
ordinary ordinary Share Share
shares shares capital premium Total
TR TR AR¥®TR AR®BTRT AR®TRT
Share ‘000 Share’000 RMB’000 RMB’000 RMB’000
R-_ZE-_ZF+=-A As at 31 December 2020
=+t—HEER) (audited) (Hong Kong dollar
(BR0.01EBT([BRT])) ("HK$") 0.01 per share) 100,000,000 9,465,682 78,186 4,084,846 4,163,032
BE-_ZT-_—%5<A Movement for
=+ HIEREAR the six months ended
k) 30 June 2021:
A & Repurchase and cancellation
A& £9(1) of shares (i) - (13,900) (116) (29,055) (29,171)
RZE-_—FA=+H As at 30 June 2021
(REgER) (unaudited)
(&5%0.01%7T) (HK$0.01 per share) 100,000,000 9,451,782 78,070 4,055,791 4,133,861
N-ZE-_—F+=-H As at 31 December 2021
“F+—H(EERZ) & (audited) and 30 June 2022
TR A=1+H (unaudited) (HK$0.01 per
(REEEZ)(GRO01ET)  share) 100,000,000 9,329,999 77,058 3,882,304 3,959,362

i -

Note:

0]

REBEE-ZT=—F~"A=1+HLRN
&8 A - 4 A & bA 42 1 & 34,897,000
BET(EEEERI)MEERAR
# 29,171,000 JT) 7 Bt 22 A7 B8 B &
13,900,000 & 1 « R = F = —F <
A=+H ZSBLERMHEZHEHE -

(i) During the six months ended 30 June 2021, the Company repurchased 13,900,000
shares of its own shares on the Stock Exchange at a total consideration, including
expenses, of HK$34,897,000 (equivalent to RMB29,171,000). As at 30 June 2021,

these repurchased shares were cancelled.
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INFORMATION

BE_ZT_—_FA=+tHLLA~HEA
For the six months ended 30 June 2022

13. st ERITER 13. INTEREST-BEARING BANK BORROWINGS
i
As at
—EC-CF —E-—F
~A=1+H +=-—A=+—H
30 June 31 December
2022 2021
ARET T ARETTT
RMB’000 RMB’'000
(REERZ) (e #%)
(Unaudited) (Audited)
E Current
BEBRITER Secured bank borrowings 419,920 170,000
EEMBITER Unsecured bank borrowings 30,000 30,000
449,920 200,000
Bl Non-current
BEBBITER Secured bank borrowings 670,238 813,216
1,120,158 1,013,216
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ARG RR AR & BT 15 B R R
NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL

INFORMATION

HE_ZT__FA=+HIE~EA
For the six months ended 30 June 2022

13. INTEREST-BEARING BANK BORROWINGS (continued)

i
As at
—EC-CF —E-—F
~NA=1+H +=—A=+—8H
30 June 31 December
2022 2021
ARET T ARETTT
RMB’000 RMB’000
(REEER) (&&= %)
(Unaudited) (Audited)
PaR)i=2 Analysed into:
RITRE K Bank borrowings:
EF—FRN Within the first year 449,920 200,000
E-_FEFRFNR Within the second to fifth years 140,415 327,324
AFUE Beyond five years 529,823 485,892
1,120,158 1,013,216
it - Notes:
(a) AEBEBRTFRITERAUTSEER (a) Certain of the Group's bank borrowings are secured by:
o
(i) BHEASEEAEEEAS A (i) Mortgages over the Group's leasehold land and property, plant and
R 768,810,000 t( =& = — equipment with an aggregate carrying value of RMB768,810,000 (31
F+-_A=+—H: AR® December 2021: RMB802,340,000);
802,340,000 7T ) &) & £ iy F1
WmE BB REE
(ii) HKHAERAE TEHERA (i) The pledge of certain of the Group’'s time deposits amounting to
R # 140,000,000 0 (= Z = — RMB 140,000,000 (31 December 2021: RMB140,000,000); and
FT+ZA=+T—H: AR®
140,000,0007T) : K
(iii) — KM EATRE DR - (iii) A portion of equity interests in a subsidiary.
(b) FEHRITEZRUAARKEE - (b) All bank borrowings are denominated in RMB.

R_ZE-—FA=+HMRITER
BEFERN T F143.45%54.90% (=
T-—F+-H=+—8 :345%F
4.90%) °

The effective interest rates of the bank borrowings as at 30 June 2022 ranged from
3.45% to 4.90% (31 December 2021: 3.45% to 4.90%) per annum.
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14. EZ R EMENSERR 14. TRADE AND OTHER PAYABLES
i
As at
—E-—F —E-—F
~NA=1+H +=—A=+—8H
30 June 31 December
2022 2021
AR¥T T ARETTT
RMB’000 RMB’000
(REEER) (&&= %)
(Unaudited) (Audited)
25 EMER Trade payables 167,486 118,906
BEEMERRRERBRE Payables for construction and purchase of equipment 148,635 104,838
W B8 B B N B R BR 3K Payable for acquisitions of subsidiaries 342,750 342,750
M BB~ 758 M a5 S BR 3K Payable for additional interest of a subsidiary 5,250 5,250
o 75 R B B R 52 B T BR R Payable for research and development expenses 32,583 19,295
EREE Deposit payables 361,075 189,597
R D HEEETmE Accrued reimbursement to distributors 851,239 968,498
e Salaries payable 62,463 80,750
JE 1 F 2 Interest payables 8,919 8,735
JE 11 B B Dividends payable 324 324
H fih & BR K Other payables 253,896 132,346
2,234,620 1,971,289
RBEHR ZEHENERENERZH An ageing analysis of the trade payables as at the end of the reporting period,
BEHOERERTET : based on the invoice date, is as follows:
i
As at

—EC-F —E-—F
AA=tH +=-—A=+—8
30 June 31 December
2022 2021
AR¥T T ARETT
RMB’000 RMB’000
(RBER) (&&= %)
(Unaudited) (Audited)
6fE A ™ Within 6 months 126,242 86,623
618 A =14 6 months to 1 year 22,366 7,896
1F A+ More than 1 year 18,878 24,387
167,486 118,906
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15. DIVIDENDS

INFORMATION

HE_ZT__FA=+HIE~EA
For the six months ended 30 June 2022

BEANA=tHIEAEAR

Six months ended 30 June

— - —E-—4F
2022 2021
AR®T AREETF T
RMB’000 RMB’000
(REER) (REFEZ)

(Unaudited) (Unaudited)

REBANERRX N FARF
BmAANOBE

—E--FRHBRERE
BREBBRARK 13D
—EF_—%: _T_FF

Dividends declared and paid to owners of the Company
during the period:

Final cash dividend for 2021 of
RMB1.3 cents
(2021: Final cash dividend for 2020 of RMB1.3 cents)

REBRSHRBEARE13D) per ordinary share 121,290 123,054

FRRSREEREBR Special cash dividend of RMB9.5 cents
AREEISH(ZE=Z—F : ) (2021: Nil) per ordinary share 886,350 -
1,007,640 123,054

BEAA=tRILAEA

Six months ended 30 June

—E-CF T4
2022 2021
ARET T ARETTT
RMB’000 RMB’000
(REEER) (REEEZ)
(Unaudited) (Unaudited)
REAERTAARHEEAD Dividends declared to owners of the Company
B - for the period:
—E_FHHPREREER Interim cash dividend for 2022 of
TERAREBOAS RMBO.1 cents
T —F &) (2021: Nil) per ordinary share 9,330 -
FRREESREEREBR Special cash dividend of RMB3.2 cents
AREI2D(ZE=Z—F : ) (2021: Nil) per ordinary share 298,560 -
307,890 -

HE_Z-—F+_A=+—HLFE
MABHRESKRETHREBBRARKE3
DPURERREEREEREBRARE
9.5 (& # AR #1,007,640,0007T) &
RZEZZF=A=+NHBTHEAR
RIREAFAS EERELE - Heb >
AR #1,007,640,000ERN—E - —F
NATIBEIRSS -

RZZE-_—F# N \A=+0 £k
FHERESRETERAREIS (HE
—E-—FXNA=Z+HIEANEAR &)
MERRESBRESRTMB ARSI
DBE-E-_—FXA=Z1tAHILNHE
A &) i A AR 307,890,000
T(BEE-Z-_—F X A=1tHIAE
A &) -

A final cash dividend of RMB1.3 cents per ordinary share for the year ended
31 December 2021 and a special cash dividend of RMB9.5 cents per ordinary
share amounting to RMB1,007,640,000 were approved by the shareholders at
the annual general meeting of the Company held on 29 March 2022, among
which RMB1,007,640,000 has been paid as at 14 June 2022.

On 30 August 2022, the board of directors declared an interim dividend of
RMBO.1 cents (six months ended 30 June 2021: Nil) and a special cash dividend
of RMB3.2 cents (six months ended 30 June 2021: Nil) per ordinary share,
amounting to a total of approximately RMB307,890,000 (six months ended 30
June 2021: Nil).
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16. ARG RERBN K

REEEREEAERLAR
12 B B =t &

(a) K22
ARAEETEBIRESER
N » A& F Ak 3 (BlPlenty Gold
Enterprises Limited ([Plenty
Gold]) * EIHF B £ L M 5
FBEBEZZE—EF+A=-TH
EIT%T%%W*LE@?EJJ%%UUEEHE
BB &R E] -
—ET—=F—HRZ=+®A " Zli
A1H) % — AR R (BIMSPEA  Pharma
Holdings B.V.) IR 22 B (g B ik 1 #2

Bital - KRARB(REBRE
ZEHERIMALAGETEAR - B
Plenty Gold2 E# B ) BB LR
A $ETF1EEH§1%§§EF+$‘J
BHEEZRD o Plenty Gold ~ &
BB i&;ﬁ”ﬂﬁ S (ERERTE
MBERTANEEBRELS
$ 33,750,000 % A% 17 : Ffﬁl\/ISPEA
Pharma Holdings B.V.78 28 }% % H
%890 3,750,000 % AR 15 ﬁﬁﬁa%rr
BHBEZITARRREREERD
HEFENZEANTORES -
BERMEBFE P AR EBR
FRARRBAENRERNG @ 1 H
FIREEERG REGFEIBITH

B fn o

AR BR8P DA BRRE A
BPXNZHORE  FEHE
SRMHO R - 48 B a0 12 1R B
ERGHEIASKETERRNE
B ARBAHIEREBEEE RN
RBpAIETHRG BT E
HiE & ki BEE3mYEsRAE
MMFEDRNERESTZE -

92 e

i
B2
il
Ko

16. SHARE-BASED PAYMENTS

Share Incentive Scheme of Sihuan Pharmaceutical
Holdings Group Ltd.

(a) Share award scheme

An award scheme for the purpose of incentivising the management of
the Group (the “Employee Share Award Scheme” or the “Scheme”)
has been adopted by certain shareholders of the Company (namely,
Plenty Gold Enterprises Limited (“Plenty Gold”), Dr. Che Fengsheng
and Dr. Guo Weicheng) since 25 October 2010. On 25 January 2013,
another shareholder of the Company (namely, MSPEA Pharma Holdings
B.V.) also participated in the Employee Share Award Scheme. Trustee
Co. (a private trust company established in the British Virgin Islands and
wholly owned by Plenty Gold) has been appointed as the trustee to hold
the reserved shares under the Employee Share Award Scheme. Plenty
Gold, Dr. Che Fengsheng and Dr. Guo Weicheng, as settlors of a trust,
have reserved and set aside a total of 33,750,000 shares; and MSPEA
Pharma Holdings B.V. has reserved and set aside an additional 3,750,000
shares, all of which are being held by Trustee Co. as trustee for the
Employee Share Award Scheme. The Employee Share Award Scheme
involves granting existing shares held by Trustee Co., and no new shares
will be issued pursuant to the Employee Share Award Scheme.

The Company measures the services received from its employees in
accordance with the requirements applicable to equity-settled share-
based payment transactions, with a corresponding increase recognised
in equity as a contribution from the major shareholders. No new shares
will be issued by the Company under the Employee Share Award Scheme
and there is no dilution impact on the earnings per share calculation as a
result of the Employee Share Award Scheme.
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MEBEZEREBERAAR
DB & (2)

(a) B3 %R 2 2)

BB EERNEHE - RE
BPAARGABESR ATE
R 6 #8387 30 5 (BB B4 (e
HiF B B DR AR B 2
B4 B HA AL HIRE ) B AR R B0 SEREA
REARKBORRTRGEEER
g -

ERTAEEETREREMRMNORK

INFORMATION

HE_ZT__FA=+HIE~EA
For the six months ended 30 June 2022

SHARE-BASED PAYMENTS (continued)

Share Incentive Scheme of Sihuan Pharmaceutical
Holdings Group Ltd. (continued)

(a) Share award scheme (continued)

Under the Employee Share Award Scheme, awards were granted to
the eligible employees of the Company and are exercisable and will be
converted into shares of the Company of a specific amount, held by
Trustee Co., designated in each financial year during the period from the
grant date up to the expiry date of the relevant awards granted.

The summary of the share awards granted to certain employees of the

BEENT : Group is as follows:
SHRMG R [BEE:]
TEE REHAE
BT T
Number of
Exercise price in awards
HKS$ per share granted
&t B H Grant date award ‘000
—T—-—F=ZA=+H 20 March 2012 3.19 14,150
—ET—=FhhA=-++tH 27 September 2013 3.19 19,750
—T—=f+A=+—H 21 October 2013 0.70 2,050
35,950

RZZ—RNENAZTNE  AEEH
BTREEROEBSE - EERGER
AEETER T34 EEERETE
B8R 31,448 172 BERE D B ¥R
HEN(TTEEREMHRMD /578 T)
A o

On 28 June 2016, the Group modified the Employee Share Award
Scheme. The remaining 31,448,172 share options, which were granted
to but not yet exercised by 234 employees under the Employee Share
Award Scheme, were replaced by new share awards with an exercise
price of HK$1.57 per share award.
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HE-_Z-_—_FXA=Z+HIEXEAR

16. LR AERN = e) 16. SHARE-BASED PAYMENTS (continued)
MIREHEEREBBR QAR Share Incentive Scheme of Sihuan Pharmaceutical
o BB E (2 Holdings Group Ltd. (continued)
(a) KB E (%) (a) Share award scheme (continued)
AT SRR ET 2R B Rk The following share awards were outstanding under the Scheme during
BT the period:
—EgE-—F —E-—4F
BRE 2022 2021
THITEE REEE BB
BT T2 T
Weighted
average Number of Number of
exercise price awards awards
HK$ per share ‘000 ‘000
®n—H—H At 1 January - - 964
REAA TR Exercised during the period - - (964)
RAA=+H At 30 June - = -
RZZEZZFXA=+AH &2 The Company had no outstanding awards as at 30 June 2022 under this
EibiSEA ;;-l— E T EARETEN scheme (30 June 2021: Nil).
®HE(= —FRA=+8:
/) .
B2 -_—_FXA=+tHLAX For the six months ended 30 June 2022, no expenses (six months ended
BA ETFTRERENKRMDEZE M 30 June 2021: RMB67,000) were charged to the interim condensed
RAHMREEEa LEMEE consolidated statement of profit or loss and other comprehensive income
KHERPZHEHNAZ AT (HES for share awards granted to employees with a corresponding change in
T —FEXA=Z+RHLEREAR : equity.
/\E?ﬁ%w 0007T) - Mf 7 3 P B
R HE e
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16. LARR 40 & E W AV o)

MEBEZEREBERAAR
DB & (2)

(b) FEREZ
RNDEE AR R 2 ([ BB R
B BETERAAREERKINK
EEHERMNEER2EERHE
BERRE - ZENEERS
HEBEARAES (BIEBLIE
%ﬁ%%)‘$ilﬁmﬁ§‘$

EEmkRSHEER  AEH
Eﬁ‘$Aﬂh$&$@ﬂW%
ANRMEMIEERRE - ZaH 8 R
—E-EFENA+ARBER
BRIESITTEUESIERT - TR
ZHERTFRDEER -

RZZE-_ZTEFNA=-+A8"
RAABRBEARGN-ZE—+tF
T A+ B EMNE R
g MEAAKR2EERBEAH
94,656,000 % FE i 1 - & £ AR
BARARRAPZREENE
JT K9 94,656,000 A% & i@ A% - iR 1%
ERESE R T2EENTARE
BEARELBBHENEBH A=
¢ °

%:?:*Eﬂﬂ*5'$“
RERARAR-_ZT—tF+ A
_+EETKME’UE%HM§E+§\J'
MESAAKR2EERESGH
7,500,0000% & Mk 4 - & H 0] R B
RARBRARFREEOTFB T
#97,500,000 3% & i@ (% - 1R & iE A%
BEERT2HEENMEBRE
RELHBBHENEBIHR=F -

BRESTTNETHAEAESRE
HEREARE LIREOEFR -

INFORMATION
HE_ZT__FA=+HIE~EA
For the six months ended 30 June 2022

16. SHARE-BASED PAYMENTS (continued)

Share Incentive Scheme of Sihuan Pharmaceutical
Holdings Group Ltd. (continued)

(b) Share option scheme

The Company operates a share option scheme (the “Share Option
Scheme"”) for the purpose of providing incentives and rewards to eligible
participants who contribute to the success of the Group’s operations.
Eligible participants of the Scheme include the Company’s directors,
including independent non-executive directors, other employees of
the Group, suppliers of goods or services to the Group, customers
of the Group, the Company’s shareholders, and any non-controlling
shareholder in the Company’s subsidiaries. The Scheme became effective
on 26 August 2020 and, unless otherwise cancelled or amended, will
remain in force for 10 years from that date.

On 26 August 2020, the Company granted a total of 94,656,000 share
options to the eligible participants of the Company to subscribe for a
total of 94,656,000 ordinary shares of HK$0.01 each in the share capital
of the Company pursuant to the share option scheme of the Company
adopted on 24 October 2017. All share options granted pursuant to the
Share Option Scheme to the participants have a vesting period of three

years after the grant date.

On 1 September 2021, the Company granted a total of 7,500,000 share
options to the eligible participants of the Company to subscribe for a
total of 7,500,000 ordinary shares of HK$0.01 each in the share capital
of the Company pursuant to the share option scheme of the Company
adopted on 24 October 2017. All share options granted pursuant to the
Share Option Scheme to the participants have a vesting period of three
years after the grant date.

Share options do not confer rights on the holders to dividends or to vote
at shareholders’ meetings.
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16. LB HOABERNTRae)

MEBEZEREBERAAR
DB & (2)

16.

(b) MR REE (%)
ERFAEEETRE0BERE

SHARE-BASED PAYMENTS (continued)

Share Incentive Scheme of Sihuan Pharmaceutical

Holdings Group Ltd. (continued)

(b)

Share option scheme (continued)

The summary of the share options granted to certain employees of the

BMEAT Group is as follows:
BHRHN [
111818 MRS R
BT T3
Exercise Number of
price in HK$ options granted
B Grant date per share ‘000
—E-TENR=+xA 26 August 2020 0.97 94,656
T —FNLA—H 1 September 2021 2.20 7,500
102,156

VAT B8 B o AR o 8 A i 1 81 10 B

The following share options were outstanding under the Share Option

NAREITHE : Scheme during the period:
—E-Cf —E -4
2022 2021

B B IntE
FHETEE BRERE  FHITEE BREHRE
BT T4 BT T

Weighted Weighted

average average
exercise Number exercise Number
price HK$ of options price HK$ of options
per share ‘000 per share ‘000
wn—A—H At 1 January 1.07 98,776 0.97 94,656
R AR I Forfeited during the period 0.97 (4,900) - -
RANA=1H At 30 June 1.08 93,876 0.97 94,656
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MEBEZEREBERAAR
DB & (2)

(b) MR REE (%)
BATR 78 5 5K 14 R 17 0 00 P AR A 2
TEEREBEE -
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16. SHARE-BASED PAYMENTS (continued)

Share Incentive Scheme of Sihuan Pharmaceutical
Holdings Group Ltd. (continued)

(b) Share option scheme (continued)

The exercise prices and expiry dates of the share options outstanding as

at the end of the period are as follows:

sRERM EREX AT
TEE BREHE BERITEBRESE
BT 4 T2
Exercise Number of outstanding
price HK$  Number of options vested and exercisable
BB Expiry date per share ‘000 options 000

—E-— - B —T-—%F
2022 2021 2022 2021
—E=FTFNA=Z+HAA 25 August 2030 0.97 86,376 94,656 46,704 22,169
—E=—FNA—H 1 September 2031 2.20 7,500 - = -
93,876 94,656 46,704 22,169

73/\: = _ E NA= + = /t\
93,876,000 (=T = —F X A
=+ 8 :94,656,00017) K 17{F 8&
R #Eh - 46,704,00010 (ZF = —
FNAZ+H :22,169,0001) i
RESEITE -

aifyff /\H +E|H:/\
AR - s T e E/ERENS
MRS 18 R A2 E s

FETAEBR I ARME,187,000
T(EHE-_E-_—FXA=1+HIt
ANEA - AR#8,199,0007T) ¢
I A HE 25 A TE R A e &

FRARAEERE S B
T % 4 93,876,00017 # & 17 5 K9
BhiE - REAQABIHEAE
RE®R 2BTEHRRTER
BERESSRARREINELT
93,876,000 & & i@ A% M % 48 AR
78939,000 8 T E R AR
786,0007T) (TR ZAT) ©

Out of the 93,876,000 (30 June 2021: 94,656,000) outstanding options,
46,704,000 (30 June 2021: 22,169,000) options were exercisable at 30
June 2022.

For the six months ended 30 June 2022, total expenses amounting to
RMB6,187,000 (six months ended 30 June 2021: RMBS§,199,000) were
charged to the interim condensed consolidated statement of profit
or loss and other comprehensive income for share options granted to
employees with a corresponding change in equity.

At the end of the year, the Company had 93,876,000 share options
outstanding under the Share Option Scheme. The exercise in full of the
outstanding share options would, under the present capital structure
of the Company, result in the issue of 93,876,000 additional ordinary
shares of the Company and additional share capital of HK$939,000
(equivalent to RMB786,000) (before issue expenses).
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16. LB HOABERNTRae)

HMTEMBEROBR 2 TR
10 BB =t &)

R-F-FEXAZTARB  §EY
BERBERDA(EN]  AEEE
—FMBAR)EE S REBA AR
BE  URWIE BRI W B (T E
SECSFROGAMI Y BETH
EABHEEUSRRNARE57T
H) 8 15 52 1879,695, 000 % IR #1 1 AR 15 -
REREBRDOANPATE=F -

R=B-—#nA+A BNEFER
HBBARE AR B R R B
(FH=S=—FROENMIE)) 2
i -

1) HMHESGAKREBENTRR
BAREI2343 T ERRE
49,642,300 % PR il £ Az 19 - & &Y
HAE=ZF

2) WEHFM_Z_ZTERMHY
BEE O HOIERTEBRBAEN
29,900,000 f% f& 17 BB #1 & 4V Hi &
=FRTEERERREG LR G
ANR#0.26370H % 5 ELA

3) BEFN T _ZERMH BB
B HMHEERTEEREEN
44,045,000 % BR. & 14 1% 19 1& 25 /&
TEEARERKRMN ARK0.263T
MR, - R

4 EHMHAELEEREEUNTRERE
MARBOO263TTHERRE
46,888,350 % PR il £ Az 19+ & &Y
A= -
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16. SHARE-BASED PAYMENTS (continued)

Share Incentive Schemes of Xuanzhu Biopharmaceutical
Technology Co., Ltd.

On 26 June 2020, the board meeting of Xuanzhu Biopharmaceutical
Technology Co., Ltd. (“Xuanzhu”) (a subsidiary of the Group) passed a
resolution to adopt an employee share award plan (“Xuanzhu 2020 Share
Incentive Scheme”) and 79,695,000 restricted shares of Xuanzhu were
approved for eligible employees to subscribe at the price of RMB1.57 per share.
These restricted shares have a contractual term of nil to three years.

On 10 September 2021, the board meeting of Xuanzhu passed resolutions
to adopt an employee share award plan (“Xuanzhu 2021 Share Incentive
Scheme”) including:

1) 49,642,300 restricted shares of Xuanzhu were approved for eligible
employees to subscribe at the price of RMB1.2343 per share with a
contractual term of three years;

2) The 29,900,000 shares of Xuanzhu, which were granted to executives
under Xuanzhu 2020 Share Incentive Scheme, were replaced by a new
contractual term of three years and an exercise price of RMB0.263 per
restricted share;

3) The 44,045,000 restricted shares of Xuanzhu, which were approved to
eligible employees under Xuanzhu 2020 Share Incentive Scheme, were

modified with an exercise price of RMB0.263 per share; and

4) 46,888,350 restricted shares of Xuanzhu were approved for eligible
employees to subscribe at the price of RMB0.263 per share with a
contractual term of three years.
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=
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—ZHFRNA=+THIEREA

For the six months ended 30 June 2022
16. SHARE-BASED PAYMENTS (continued)

Share Incentive Schemes of Xuanzhu Biopharmaceutical
Technology Co., Ltd. (continued)
On 31 March 2022, the board meeting of Xuanzhu passed resolutions to adopt

an employee share award plan (“Xuanzhu 2022 Share Incentive Scheme”)

including:

1) 2,733,880 restricted shares of Xuanzhu were approved for eligible

employees to subscribe at the price of RMB0.263 per share with a

contractual term of three years; and

2) 124,120 restricted shares of Xuanzhu were approved for eligible

employees to subscribe at the price of RMB1.2343 per share with a

contractual term of three years.

The following share units were granted under share incentive schemes of

Xuanzhu during the period:

—E-C8F —E -4
2022 2021

ERmE BRIt
FHEREBE RAD BB FIREEE fi%tn & B
AR¥T TR ARETT F %

Weighted Weighted

average average
subscription Number  subscription Number
price RMB of shares price RMB of shares
per share '000 per share ‘000
Rn—H—H At 1 January 0.938 169,887 1.570 79,695
RE AR Granted during the period 0.305 2,858 - -
R EI R Forfeited during the period 0.776 (2,271) 1.570 (14,100)
RANA=+H At 30 June 0.930 170,474 1.570 65,595

BE-_E-_—_F#XA=Z+BHItAHEA -
2,271,000 (B2 -—F A=+
H 1k /<@ B : 14,100,000 f%) i% 19 1 38
g e

For the six months ended 30 June 2022, 2,271
30 June 2021: 14,100,000) have been forfeited.

,000 shares (six months ended
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16.

UG BERNSTRa)

HMEMBRERODBER QAR
7B B (E)
BESM_ZE-__ERHUEEE
EEBR IR D EEORFEAAR
#5,387,000C c BE-_ZT - —F XA
=+BIEARER  AEBSRGESTTR
MEEBFEEBOROFEHIEZAA
R 137,428,000 (B E =T = —F~
A=+81Lt<@EA : AR¥2578,000
JT) °

RELBHOAFEDERTSEBER
HEE  -BEPEANBARBAT :

16. SHARE-BASED PAYMENTS (continued)

Share Incentive Schemes of Xuanzhu Biopharmaceutical
Technology Co., Ltd. (continued)

The fair value of the restricted shares awards granted under the Xuanzhu
2022 Share Incentive Scheme was RMB5,387,000. For the six months ended
30 June 2022, the Group has recorded share-based compensation expenses of
RMB37,428,000 (six months ended 30 June 2021: RMB2,578,000) in relation
to share incentive schemes of Xuanzhu.

The fair value as at the grant date was determined using the market-value
model. The following table lists the inputs to the model used:

BT

—E-—F
B3 B B =t &l
Xuanzhu 2022
Share Incentive

Scheme
EEBHREER(ARET) Grant date share price (RMB) 2.19
REE(AREIT) Subscription price (RMB) 0.263-1.23
o 3 b ) & Risk-free rate 2.55%
o E Volatility 56.49%

100

EMEAEYREFR AR
7 Bt &l
RZZEZTF+—A+=H FMEH
EYREERAR([EHRER]  BE
EE-RHEEMBRARKREAEEA
—IHRER  UEMEERDERE
([EHBEARGEBTE] - BEHH
EAMECEREEUERBRHOAR
#5133 TR B #% 58 127,950,000 A% PR i
MG - ZERFIMHRG AL E AN
£|E °

RZB-—F+A-+N\B  HFHEF
REASRBEMAZTEEEREED
EMBEABRGBEBTEREHBHNE
W HNERAEZF -

=
5
B
B
i
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Share Incentive Scheme of Jilin Huisheng Biological
Pharmaceutical Co., Ltd.

On 13 November 2020, the shareholders’ meeting of Jilin Huisheng Biological
Pharmaceutical Co., Ltd. (“Jilin Huisheng”) (an indirect subsidiary of the
Group) passed a resolution to adopt an employee share award plan (“Jilin
Huisheng Share Incentive Scheme”) and 27,950,000 restricted shares of
Jilin Huisheng were approved for eligible employees to subscribe at the price
of RMB1.33 per share. These restricted shares have a contractual term of four

years.

On 28 July 2021, the shareholders’ meeting of Jilin Huisheng passed the
modification of the original contractual term of the Jilin Huisheng Share
Incentive Scheme to all eligible employees, from four years to three years.
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ARG RR AR & BT 15 B R R
NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL

HE-Z

INFORMATION

ZZHFRNA=THIEREA

For the six months ended 30 June 2022
16. SHARE-BASED PAYMENTS (continued)

Share Incentive Scheme of Jilin Huisheng Biological

DB B & @) Pharmaceutical Co., Ltd. (continued)
AT IEE S REA R SR 2R The following shares were granted under the Jilin Huisheng Share Incentive
AR’ H - Scheme during the period:
—EB-—F - —F
2022 2021
SRR mE B NE
FHREE RHEHE FHIREE f&ingr 8
AR T TR AR F&
Weighted Weighted
average average
subscription Number  subscription Number
price RMB of shares price RMB of shares
per share ‘000 per share ‘000
®—RA—H At 1 January 1.33 24,395 1.33 27,950
R EI R Forfeited during the period 1.33 (210) - -
WANA=+H At 30 June 1.33 24,185 1.33 27,950
HE-ZT-_FXA=+THIEAEA For the six months ended 30 June 2022, 210,000 (six months ended 30 June
210,000 (BZ=T-_—FA=+H 2021: Nil) shares have been forfeited.

WEREA - ) BRDEBLY -

HE-_T-—_F€A=Z+tHLAEAR"
ANEBEBEST NI RD BB 2
TR B AR 9 % B 59 = A R #7,153,000
T(EH=E ——FXA=tTAHLAAE
A+ AR%6,325,0005T) °

For six months ended 30 June 2022, the Group has recorded share-based
compensation expenses of RMB7,153,000 (six months ended 30 June 2021:
RMB6,325,000) in relation to the Jilin Huisheng Share Incentive Scheme.
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL
INFORMATION

HE-_Z-_—_FXA=Z+HIEXEAR

17. REELENRE 17. CASH GENERATED FROM OPERATIONS

BEAA=tHLAEA

Six months ended 30 June

—E-—F —E-—F
2022 2021

AR TR ARKEFT
RMB’000 RMB’'000
(REEXK) (REEER)

(Unaudited)

(Unaudited)

B %4 B & Al Profit before tax 56,042 819,483

KLATIER AE - Adjustments for:
M BEREZHETE Depreciation of property, plant and equipment 143,983 123,239
BEMERE Depreciation of investment properties 3,211 3,585
FREEEWNE Depreciation of right-of-use assets 15,729 10,214
EEEE#H Amortisation of intangible assets 16,099 15,893
BEERLEEERFE Write-down of inventories to net realisable value 10,729 -
M BEREHD Impairment losses of property, plant and

BEEE equipment 98,097 -
B 5 M H b fEUER A Impairment losses of trade and

A K18 other receivables 42,745 -
HEREEED Special reserve for maintenance and

BHRAEBRAE production funds 5,006 -
A ERAERETED Share of profits and losses of investments

& & = A K s 1B accounted for using the equity method 47,733 50,699
BRI B A Gain on deemed dilution (6,452) (59,228)
HEME  BE R Loss on disposal of property,

REHEE plant and equipment 808 2,530
HERTEENERE Loss on disposal of intangible assets 1,163 214
B A A E e W s Gain on disposal of right-of-use assets (24)
HE—ZRHBRIMNKE Gain on disposals of a subsidiary (211,592) -
BATFEFABEDN Loss/(gain) on changes in

CRHEEATEE fair value of financial assets

BiE () at FVPL 21,339 (6,830)
LARR 15 B E 5 &9 3k Share-based payments 50,768 17,169
FMERX Interest expense 99,400 15,778
FEMA Interest income (49,320) (30,046)

LBEBESEHHLEIRSRE  Operating cash flows before working capital changes 345,464 962,700
EEEAENRAREY Changes in operating assets and liabilities:
ﬁi@b Inventories 3,885 (69,822)
B 5 KkEMERER Trade and other receivables (340,270) (359,167)
B 5 NHMEMNER Trade and other payables 481,980 161,737
AR A 1,%\ Contract liabilities (87,997) -
KEEEANRS Cash generated from operations 403,062 695,448
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL
INFORMATION

HE_ZT__FA=+HIE~EA
For the six months ended 30 June 2022

18. H & 18. COMMITMENTS
NIEARNEBR B A TENFE : The Group had the following capital commitments at the end of the reporting
i
As at
—E-CF —E -4
AA=tHB +ZA=+—H
30 June 31 December
2022 2021
AR®T T AR¥ETTT
RMB’000 RMB’'000
(REBEZ) (feE=%)
(Unaudited) (Audited)
BETH B R EE - Contracted, but not provided for:
ME - -BEKZE Property, plant and equipment 279,448 396,381
BREEE-ETHPERAE Intangible assets — product development in progress 112,836 72,091
392,284 468,472
19. BB AR5 19. RELATED PARTY TRANSACTIONS
FEERNGRERRRSEFAR The ultimate controlling shareholders of the Group are Dr. Che Fengsheng, Dr.
AR E A - SRIMBEE AN ATELLE - Guo Weicheng, Dr. Zhang Jionglong and Mr. Meng Xianhui.
(a) B A EBREBH LN (a) Name and relationship with related parties
B %
18 £21E
Name Relationship
BHEAEE BEFgER
Dr. Che Fengsheng Chairman of the board
IR EREGR AR ( [ERHE] ) RE BRI E SN E]
Beijing Ruiye Pharmaceutical Co., Ltd. (“Beijing Ruiye”) Associate of the Group
MEREREERAR ( [BILXE]) RE BRI E SN E]
Tonghua Tianshi Pharmaceutical Co., Ltd. (“Tonghua Tianshi") Associate of the Group
FRILER T RERR AT ( [HLERT] ) RE BRI E SN E]
Pharmadax (Foshan) Co., Ltd. (“Pharmadax (Foshan)") Associate of the Group
HNE R RE BRI E SN E]
Jilin Zesheng Associate of the Group
Sihuan Strides (HK) Limited ( [Sihuan Strides] ) REENEERE

Sihuan Strides (HK) Limited (”Sihuan Strides")

Joint venture of the Group
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL
INFORMATION

BE_ZT_—_FA=+tHLLA~HEA
For the six months ended 30 June 2022

19. BB AR5 ) 19. RELATED PARTY TRANSACTIONS (continued)
M BSR4 A BT IS E RS At B RE P 3 Save as disclosed in other notes to the interim condensed consolidated financial
BN BEBARSHMMMT information, the related party transactions are summarised as follows:
by EERESNREEEMSE (b) Directors’ and senior management’s emoluments

BEXA=+HLA<EA
Six months ended 30 June

—EC-CF —E-—F
2022 2021
AR®T T ARBETFIT
RMB’000 RMB’000
(REER) (REEEZ)
(Unaudited) (Unaudited)
we ke Fees and salaries 10,263 8,871
NIREAE R ERER Equity-settled share option expense 352 -
10,615 8,871
() BAREHRREBFEB IR (c) Period-end balances and transactions with related
Z parties
BEXA=tALAXEAR
Six months ended 30 June
— g5 —ET-—F
2022 2021
ARET T AREFT
RMB’000 RMB’000
(REER) (RiEEZ)
(Unaudited) (Unaudited)
A& DB R B UA Interest income from associates
plaS Beijing Ruiye 4,516 3,396
HMREER Jilin Zesheng 2,364 -
BIERE Tonghua Tianshi 1,448 1,448
8,328 4,844
REBEQNRBLERENRERA Dividends income from an associate Tonghua Tianshi 40,727 -
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19. BB AR B 2

19.

(0 BAREHRREBBL NI

ARG RR AR & BT 15 B R R
NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL
INFORMATION

HE_ZT__FA=+HIE~EA
For the six months ended 30 June 2022

RELATED PARTY TRANSACTIONS (continueq)

(c) Period-end balances and transactions with related

Z (&) parties (continued)
i
As at
—ZB=-= —E-—F
~A=1+H +-A=+—H
30 June 31 December
2022 2021
ARB T ARBEF T
RMB’000 RMB’000
st (REER) (EE%)
Notes (Unaudited) (Audited)
ERE RN Loans to associates
it 8 % Beijing Ruiye a 204,516 181,917
BRILER A Pharmadax (Foshan) b 125,000 125,000
"B ER Jilin Zesheng c 88,709 88,745
BILRE Tonghua Tianshi d 77,282 75,970
495,507 471,632
FE U B 2 R B SRIE Amount due from an associate
HMREER Jilin Zesheng c 224 -
B A & ERIE Amount due from a joint venture
Sihuan Strides Sihuan Strides e 2,881 2,911
JIE M L A Bk 5 RKIA Amounts due from other related party
BIS A5 Dr. Che Fengsheng e 9,600 9,600
REBEQNRBIERAEN Dividends receivable from an associate
JE W % B Tonghua Tianshi 40,727 -
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INFORMATION

BE_ZT_—_FA=+tHLLA~HEA
For the six months ended 30 June 2022

19. BB AR B 2

(0 BAREHRREBBL NI

Z (#)
E

(@ ZEFNLERBHENTRAL
REECERITAEEREM
DA K 15% 0% 1 R4 18 R A H
10%REEET - F BIREF
5%:FH e

(b) ZEZAREL EBEBER-
A R #120,000,000 7T B — 4
{8 2 & A R # 5,000,000 78
RREREE -

(0 AEBREMNEERNERE
LEAR e S EMNEER
AR EBEK L QA - B
EMEERORBAEREE
(AR £ A R % 83,521,000 7T
& F| B A KR # 5,188,000 L) *
H A F] B AR % 5,188,000 T
BER—FNEE -BTARE
224,000c A% 8 - I - B
EIREREE -

(d) HASEFERER(BEASAR
# 60,000,000 7T & #| B A R #&
17,282,0007T) « BZEIREKE
HEE - F BT F4.75%:T
g o

(c)

19. RELATED PARTY TRANSACTIONS (continued)

Period-end balances and transactions with related

parties (continued)
Notes:

(a) The loan was secured by the 15% equity interest and pledged with the
10% equity interest in Beijing Ruiye’s parent company, Beijing Ruiye
Economic Technology Development Co., Ltd. Interest is charged at 5%
annually.

(b) The loan was non-interest-bearing and unsecured. RMB120,000,000 was
payable in one year, and RMB5,000,000 was payable in two years.

(o) The Group's interest in Jilin Zesheng was diluted during this period,
resulting in Jilin Zesheng becoming an associate of the Group. The
receivable from Jilin Zesheng represent an unsecured loan principal of
RMB83,521,000 and interest amounting to RMB5,188,000, among
which RMB5,188,000 is repayable in one year. The rest amounting to
RMB224,000 was non-interest-bearing, unsecured and repayable on
demand.

(d) It represents a loan principal of RMB60,000,000 and interest amounting to
RMB17,282,000, which was unsecured and repayable in full on demand.
Interest is charged at 4.75% annually.

(e) It was non-interest-bearing, unsecured and repayable on demand.
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL
INFORMATION

HE_ZT__FA=+HIE~EA
For the six months ended 30 June 2022

20. FAIR VALUE AND FAIR VALUE HIERARCHY OF
FINANCIAL INSTRUMENTS

The carrying amounts and fair values of the Group’s financial instruments,

20 TR TANAFERLIF
BHE&R
REEERAAFHARAENSRT
A5 ARESMIANBEERAT

other than those with carrying amounts that reasonably approximate to fair

BT : values, are as follows:
REE AEE
Carrying amounts Fair values
- S i S
—E-—F +=-A —E-— +=A
~A=t+H =+—A ~A=1+H =+—H
As at As at As at As at
30 June 31 December 30 June 31 December
2022 2021 2022 2021
ARBTRT ARETRT AR®BTRT ARETT
RMB’000 RMB'000 RMB’000 RMB’'000
(REER) (fREZ) (REER) (feE=%)
(Unaudited) (Audited) (Unaudited) (Audited)
LREE Financial assets
mEtE AR ER(GERE) Loans to associates (non-current) 288,521 263,521 295,350 273,481
E A EUBR R (FERED) Other receivables (non-current)
(BREAE=ZFER) (including loans to third parties) 130,046 113,846 119,989 104,024
418,567 377,367 415,339 377,505
REE AFE
Carrying amounts Fair values
R —T-—F 7 S S
—E-C—fF +=-A —EC-_F +=—A
NA=t+H =+—A ~NA=1+H =+—A
As at As at As at As at
30 June 31 December 30 June 31 December
2022 2021 2022 2021
ARBTR ARETRT AR®BTFR ARETT
RMB’000 RMB’'000 RMB’000 RMB’'000
(RBER) (ge5z) (REER) (&%)
(Unaudited) (Audited) (Unaudited) (Audited)
cRas Financial liabilities
Hi e Other borrowings
(FTeRiEHEa®) (excluding lease liabilities) 76,753 31,530 87,203 32,283
A ERITER Interest-bearing bank borrowings 1,120,158 1,013,216 1,130,986 1,055,366
1,196,911 1,044,746 1,218,189 1,087,649
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BE_ZT_—_FA=+tHLLA~HEA
For the six months ended 30 June 2022

20 ¢MIEMATERAF

108

BE R

EREDNMG R RkBREEEY 5
ANBESREAMERRRNEREENR
AABRSGREMENEINSRE G
APEAAEKEAERE  T2HRNZSE
TEAHRERE -

CREENBENATEINEERZSH
(Bl )EBELERINEENR P A
RHMZTEASBAR - MEHENRE
EZZ-__FXNAZ+THILEANEALR
| g

HER R BBRITRRORFE T
MG - EERR R SRERBEENT
HBpWME  FREHRALECRE
FEGH  ARBEHEMERR T
FRAZTHANTENORBRAEHOR
FEEPRFHRLTERK -

BRAFEGFABENIFELTRERED
NEE - IRBEWIEHATR T ES L=
ZFEZRE - EATISEESETER -
HEEREFERIEITE  RIE - BERR
HEREETAELBRARATF - L35
THEATALRARGFEABEESE
B oPlmrEEEHRAS BIE
B X # e A ([EV/EBITDA ) fE & &
EREBF(TPIEN)EER - FEITIAR
BUHBRARMNCEBERIRBTE 2
HIEH  RHBHIAATE LKA RAIRIE
AEBEEERBANEERE - HlWn
IEMBENREZR - FLIBRIR - 8537
BEEANELTRERENHERFN S
EUFEQNTE EFRAMESLER
@A FE(REREE BRI
RIREEAFELH (RENEEER
kEMEZARER)BEAE  LA®RS
HAEEENER -

ARBBARFLTIRE - BIRE M
ROTETHRYER - AEED LA
RRSRBMHERE  RIBALEHR
BBHOTANTBHEEEZSER LD
AT -

20.

FAIR VALUE AND FAIR VALUE HIERARCHY OF
FINANCIAL INSTRUMENTS (continued)

Management has assessed that the fair values of cash and cash equivalents,
financial assets included in trade and other receivables, financial liabilities
included in trade and other payables approximate to their carrying amounts

largely due to the short-term maturities of these instruments.

The fair values of the financial assets and liabilities are included at the amount
at which the instrument could be exchanged in a current transaction between
willing parties, other than in a forced or liquidation sale. There were no

changes in valuation techniques during the six months ended 30 June 2022.

The fair value of other borrowings and interest-bearing bank borrowings has
been calculated by discounting the expected future cash flows using rates
currently available for instruments with similar terms, credit risk and remaining
maturities. The changes in fair value as a result of the Group’s own non-
performance risk for other borrowings as at 30 June 2022 were assessed to be

insignificant.

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

which

management products issued by banks in Mainland China. The Group has

The Group invests in unlisted investments, represent wealth

estimated the fair value of these unlisted investments by using a discounted
cash flow valuation model based on the market interest rates of instruments
with similar terms and risks.
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ARG RR AR & BT 15 B R R
NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL

INFORMATION

HE_ZT__FA=+HIE~EA
For the six months ended 30 June 2022

FAIR VALUE AND FAIR VALUE HIERARCHY OF
FINANCIAL INSTRUMENTS (continued)

Set out below is a

summary of valuation technique and significant

unobservable inputs to the valuation of unlisted equity investment together

with a quantitative sensitivity analysis as at 30 June 2022 and 31 December

UNEREEFREDTHME - 2021:
cREE NEEER HEFE EXRTAHESH DRTPEHESHENBRE
Fair value Valuation Significant
Financial assets hierarchy technique unobservable input Sensitivity of fair value to the input
JELTRERIRE B [ETEREE FEITHFHEMERERES FHN%(ZE—F+=ZA=+—H :5%)
S0 B EHAFEE I, R 5%
T —F+ZA=+—H :5%)
Unlisted equity Level 3 Valuation multiples  Average price-to-book 5% (31 December 2021: 5%)
investment ratio multiple of increase/decrease in multiple would result in
peers increase/decrease in fair value by 5%
(31 December 2021: 5%)
FELEMRERRE E=H AR RENE FRERE MRENS% (ZEZ—F+=ZA=1+—H :5%)
B RO EEBRFERD10%
—E-—F+-A=+—-8:11%)/
RFEZEM2%(ZE_—F+-_A=+—8:
11%)
Unlisted equity Level 3 Discounted cash Discount rate per 5% (31 December 2021: 5%)

investment

flow method

annum

increase/decrease in discount rate would result in
decrease in fair value by 10% (31 December 2021:
11%)/increase in fair value by 12% (31 December
2021: 11%)
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For the six months ended 30 June 2022

20 R ITENAFERAF
BEE&w@
REEMBENRS TS RABIEMNMR
EAMBE2EEREETBRE TUE
ERRERITR e -

DNFERER

TREFIAEBGMIANATENE
B

BAFESENHEE -

20. FAIR VALUE AND FAIR VALUE HIERARCHY OF
FINANCIAL INSTRUMENTS (continued)

The discount for lack of marketability represents the amounts of premiums and
discounts determined by the Group that market participants would take into
account when pricing the investments.

Fair value hierarchy

The following tables illustrate the fair value measurement hierarchy of the
Group's financial instruments:

Assets measured at rfair value:

As at 30 June 2022

BRUATHEFEAFE

Fair value measurement using

RIERT S EXRABE EBEARTITHE

2B 2% 2

Quoted prices Significant Significant

in active observable unobservable

markets inputs inputs
(B—%&) (B=&) (B=8H) st
(Level 1) (Level 2) (Level 3) Total
ARBT AR®T R ARBTR AR®T T
RMB’000 RMB’000 RMB’000 RMB’000
(REEX) (REEX) (RBEX) (RBEZ)

(Unaudited) (Unaudited) (Unaudited) (Unaudited)

BATFEFABEGRD Financial assets at fair value through
TEEE profit or loss:
BAFEFTED Unlisted equity investments,
ELEMRERE at fair value - - 240,574 240,574
B E Wealth management products - 150,308 - 150,308
BAFEEAEAM Debt instruments at fair value through
FHEBNEMHER A other comprehensive income:
FE W R % Notes receivable - 127,156 - 127,156
- 277,464 240,574 518,038
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL
INFORMATION

HE_ZT__FA=+HIE~EA
For the six months ended 30 June 2022

20 £ TEWNLAFEERLFE  20. FAIR VALUE AND FAIR VALUE HIERARCHY
BE &K FINANCIAL INSTRUMENTS (continued)
NFEERE) Fair value hierarchy (continued)

BRAFEGTEHNEE (&) Assets measured at fair value: (continued)
R-EBE-_—F+-A=+—8H As at 31 December 2021

RATEIBFERFE
Fair value measurement using

INER AR BAUEE EATAEER

2B 28 28
Quoted prices Significant Significant
in active observable unobservable
markets inputs inputs
(B—#) (F=8) (F=8)
(Level 1) (Level 2) (Level 3)

OF

st

Total

ARMET T AR®ET T ARBET T ARET T

RMB’'000 RMB'000 RMB’'000

RMB’000

(REEEZ) (REgE=Z) (REEEZ) (REEEZ)
(Unaudited) (Unaudited) (Unaudited) (Unaudited)

BAFEFAERDN Financial assets at fair value through
TEEE profit or loss:
BAFEFTED Unlisted equity investments,
FFLTRERE at fair value - - 266,999 266,999
I8 B E Wealth management products - 109,304 - 109,304
BAFEE AEAM Debt instruments at fair value through
2EWEMEH LA © other comprehensive income:
JE W R 1% Notes receivable - 171,215 - 171,215
- 280,519 266,999 547,518
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HEZ

T CFXRAZTHIERER

For the six months ended 30 June 2022

20.

EMIBENAFERAF
BE &K

NFEEHKE)
BAFEHBHEE - (F)

Mh E=RAHATEFERDM

Assets measured at fair value: (continued)

20. FAIR VALUE AND FAIR VALUE HIERARCHY OF
FINANCIAL INSTRUMENTS (continued)

Fair value hierarchy (continued)

The movements in fair value measurements within Level 3 during the period are

T as follows:
—E=-= B4
2022 2021
AR® T AREEF T
RMB’000 RMB’'000
(REER) (REEFEZ)
(Unaudited) (Unaudited)
BAFEFABRORERE Equity investments at FVPL:
®n—H—H At 1 January 266,999 196,153
BE Purchases 118 80,926
& Disposal (5,685) (10,080)
RIEBHE KRR AEMUZE - F5 M Total loss recognised in the statement of profit or loss
Er B included in other gains — net (20,858) -
RANA=+H At 30 June 240,574 266,999
BEAFETENERE - Liabilities measured at fair value:

21.

22.

112

RBE_Z-__FA=Z+HLENHE
A pemEERSREEMS  HE
AFEFEEF—LANME-_HrEE
BonEEAKEBHE=f(HE=Z
——FXNA=ZFTRALANEA: &) -

BREMREHN

AR R A RSB R
BRA BT A KBS BB A E A
-

it B 15 & R

ARBREZTHERGEAYBEHNNR_-ZF
TCFENAZTREEESIENEE
T2 -

21.

22,

During the six months ended 30 June 2022, there were no transfers of fair
value measurements between Level 1 and Level 2 and no transfers into or out
of Level 3 for both financial assets and financial liabilities (six months ended 30
June 2021: Nil).

EVENTS AFTER THE REPORTING PERIOD

The Group had no significant events after the reporting period up to the date
of the approval of the unaudited interim condensed consolidated financial

information.

APPROVAL OF THE FINANCIAL INFORMATION

The unaudited interim condensed consolidated financial information was
approved and authorised for issue by the board of directors on 30 August
2022.
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