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Financial Highlights
MBREE

Sixmonths  Six months

ended ended
30 June 30 June
2022 2o Year ended 31 December
bz
., P2 BEt=AZi-ALEE
(RMB'000) (AR®FT) ~A=tH ~A=TH 2021 2020 2019 2018
EAER  EANER ZE--% —T-TF —T-hEFE —TN\F
Revenue X 1,293,308 202,246 913788 2348113 6224024 2510476
Gross profit EF 960,657 100,788 483699 1996566 5302202 2111667
Profit/(loss) from operations BERF/(B8) 100,611 (468906) (423377) 1254640 2473556 1,103,742
(Loss)/profit before taxation BHA (E18),/ %R (36,402) (588,204) (667,184) 1010434 2269053 1102324
(Loss)/profit attributable to equity AN/ AR R
shareholders of the Company FEfL (B518),/E A (32,798) (507,028) (587,649) 839455 1918,709 942,536
(Losses)/earnings per share Bl (EB)/BF
(RMB cent) (ARES)
Basic - 4) (58) (67) 95 216 104
Diluted E 4) (58) (67) 53 207 104
Total assets BEE 10,813,721 8913673 10,541,581 9561267 9912339 4560940
Total liabilities BaE 4,825,421 | 4316991 4520819 4457608 5289184 882,012
Net assets FEE 5988,300 | 4596682 6020762 5103659 4623155 3678928
Profitability BAEERD
Gross profit margin EFE 74.3% 49.8% 52.9% 85.0% 85.2% 84.1%
Operating profit margin R & 7.8% -231.9% 46.3% 53.4% 39.7% 50.4%
Net profit margin R E® -2.5% -250.7% 64.3% 35.7% 30.6% 35.9%
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YiChang HEC Changliang Pharmaceutical Co., Ltd. (the “Company” or
"Pharm HEC’, together with its subsidiaries, collectively the “Group”) is a
pharmaceutical manufacturing company that focuses on the research and
development ("R&D"), manufacturing and sale of pharmaceutical products
in the therapeutic areas of anti-virus, endocrine and metabolic diseases
and cardiovascular diseases. It is a domestic pharmaceutical formulation

platform of HEC Group.

The Company entered into China’s pharmaceutical industry through the
establishment of its predecessor, YiChang ChangJiang Pharmaceutical Co,,
Ltd., in 2001. Up to now, the Company has been operating for more than
20 years, and is in the leading position in the domestic pharmaceutical

industry in terms of pharmaceutical sales performance and R&D capability.

The Company was converted into a joint stock limited company on 11 May
2015, and was listed on the Main Board of The Stock Exchange of Hong
Kong Limited (the “Stock Exchange”) on 29 December 2015, with the
stock code 01558.HK.

Since its establishment, the Company always follows the motto of “serving
the Chinese with higher standards” and has a strong industrial foundation
and leading competitive edges in manufacturing, marketing and sales of
pharmaceutical products. As at 30 June 2022, the Company has 1,760
professional sales staff across its nationwide product distribution network
in China. Kewei (Oseltamivir Phosphate), one of the Company's core
products, is the first-line drug for clinical application of anti-influenza virus
in China and its granules form is the exclusive patented product of the
Company. Oseltamivir Phosphate was included in the National Essential
Drug List (2018 Version) in 2018, and continued in 2020 to be included in
the National Drug List for Basic Medical Insurance, Work-Related Injury
Insurance and Maternity Insurance (2020 Version) issued by the Ministry of
Human Resources and Social Security of the People’s Republic of China as
well as the Influenza treatment plan (2020 version) published by National
Health Commission. In 2020, Oseltamivir Phosphate capsules of the
Company are in accordance with the Consistency of Quality and Efficacy
Evaluation for Generic Drugs (the “Consistency Evaluation”) standard,

being the first drug variety which meets the standard in China.
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Corporate Profile
R TEN

In addition, the Company has built strategic cooperative partnerships with
various renowned pharmaceutical enterprises. The Company also
established a joint venture company with TaiGen Biopharmaceuticals
Holdings Limited (TWSE: 4157.TWO) in Taiwan to conduct clinical trials of
combination therapy with Yimitasvir Phosphate and Furaprevir. The
Company reached a strategic cooperative partnership with China National
Accord Medicines Corporation Ltd. (SZSE: 000028.57) and kicked off the
first operational project in 2018. The Company entered into a strategic
cooperation framework agreement with Jointown Pharmaceutical Group
Co., Ltd. ("Jointown Pharmaceutical’), pursuant to which the Company
authorised Jointown Pharmaceutical as the exclusive general distribution
agent for its products of three separate standards for Kewei to be sold
through the over-the-counter (OTC) channel(s) within the PRC, the term of
cooperation is for three years. The Company entered into a letter of intent
with Wuhan Institute of Virology, Chinese Academy of Sciences* (Ff BF}
B RZ RS AT FTFT), National Engineering Technology Research Center
for Drugs of Emergency Prevention and Control* (BIZR JE =B 5 &24) T 72
Ffgs 50 and Sunshine Lake Pharma Co, Ltd.* (ER RIS EEEEH
B2 2 7)) (“Sunshine Lake Pharma”), pursuant to which, these parties will
jointly establish a national military-civilian integrated collaborative
industrialization platform for drugs of emergency prevention and control
cum national antiviral drug centre. The Company renewed the strategic
cooperation agreement ( (EERIF X RITEZERH AR D AR
TREAEXERGR QBB SEHFE) ) (the "2015 Strategic
Cooperation Agreement”’) and entered into a supplemental agreement
to the Strategic Cooperation Agreement (the “Supplemental
Agreement’) with Shenzhen HEC Industrial Development Co,, Ltd.* (&3]
MHRGHEEERABRAA). According to the Supplemental
Agreement, the term of the 2015 Strategic Cooperation Agreement shall
extend five years (i.e. from 29 December 2020 to 28 December 2025).
Pharm HEC and Beijing Kawin Technology Share-Holding Co., Ltd. (1t 58]l
ERBRE D BR AR (“Kawin Technology”) signed a strategic
cooperation agreement to “Eliminate Hepatitis C". In order to help achieve
the WHO 2030 target of eliminating viral hepatitis public health hazards
and fully support China’s hepatitis C public health hazards elimination
campaign, the two companies have reached a strategic cooperation based
on their own hepatitis C drugs, contributing to the strength of national
enterprises. The Company believes that the abovementioned strategic
cooperative partnerships will bring favourable development prospects for

the Company’s business.

*  Foridentification purposes only
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The Company always adheres to the development strategies of
professionalism, branding and differentiation. The Company is committed
to creating unique brand characteristics and core competitiveness of
“Pharm HEC" in the industry and creating additional value for the vast

pharmaceutical consumers and our partners.

In the future, the Company will further expand its product lines and
markets, enhance the international production standards and quality of its
products and continue to expand the coverage of promotion and sales to
facilitate the further growth of business and profitability of the Company,
striving for higher economic benefits and cost effectiveness for our

investors.
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Management Discussion and Analysis
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INDUSTRY REVIEW

In the first half of 2022, there was still certain risk of spreading of
COVID-19 pandemic (the “Pandemic”) in some regions of the PRC.
Nevertheless, with the full implementation of the general strategy of
“guarding against the importation of cases and the resurgence of
domestic infections” and the general approach of “dynamic zero”,
together with the support of efficient coordination of various policies
and measures for the Pandemic prevention and control as well as
economic and social development, the general economy of China
was able to overcome the impact of the Pandemic and gradually
stabilize and recover. Currently, the organic combination of
“prevention and control” and “treatment” has become an effective
measure to control the recurrence of the Pandemic. At the same
time, substantial progress has been made in the development of oral
small molecule COVID-19 drugs, which provide more options for the
prevention and control of the Pandemic, representing great

significance to the stable recovery of the economy.

As a vital industry which secures people’s livelihood and prevents
major diseases, the biopharmaceutical industry is closely related to
the health and life of the general public. In recent years, the PRC
government issued a series of industrial policies to encourage the
development of the pharmaceutical industry. The “Development
Planning of the Pharmaceutical Industry in the 14th Five-Year Plan”
[+ F | BHT 22 E R EN)) emphasizes that breakthroughs
shall be continuously achieved in respect of the new mechanisms
and the basic research and translational application of new target
drugs. Biopharmaceutical has to be deeply integrated with the new
generation of information technology. The new generation of
biotechnology represented by gene therapy, cell therapy and
synthetic biotechnology will become the future development trend

of the pharmaceutical industry.
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Management Discussion and Analysis

INDUSTRY REVIEW (continued)

The innovative drug industry of the PRC is currently still in the stage
of rapid growth. The investment value and future potential of
innovative drugs are still the major focus of the market. National
policies lead to the upgrading of innovative drug industry and move
towards cutting-edge projects represented by innovative drugs. In
order to encourage pharmaceutical enterprises’ own innovation to
enhance the international competitiveness of pharmaceutical
industry of the PRC, the Center for Drug Evaluation of the China
National Medical Products Administration (the “NMPA") stipulated
that the development direction of innovative drugs shall be oriented
by clinical value, which accelerates the development of R&D model

towards the innovative drugs sector.

With the continuous recovery of the economic development level,
the ongoing optimization of the reform of medical and healthcare
system and the gradual normalization of people’s lives, the demand
for medical care will continue to increase. Looking forward,
pharmaceutical enterprises with strong commercialization
capabilities, reasonable layout of pipeline under development,
corresponding R&D capabilities and funding levels, significant clinical
trial results and strong pharmaceutical innovation capabilities will

achieve higher development potential and investment value.
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BUSINESS REVIEW

1.

Summary of Overall Results

During the six months ended 30 June 2022 (the "Reporting
Period"), the Group achieved a revenue of RMB1,293.3 million,
representing an increase of 539.5% as compared to the
corresponding period of 2021. The increase was primarily
attributed to the fact that the Pandemic prevention and
control in China has generally stabilized, the flow of people
and daily social activities have gradually returned to normal,
and the overall flow of people, the number of diagnosis and
treatment activities and the volume of prescriptions in
terminal medical institutions have recovered significantly
during the first half of 2022. In addition, many southern
provinces in China issued Flu warnings and the number of
patients of fever clinics surged this year. Meanwhile,
comparing with the early stage of the Pandemic, the current
inventory of Kewei channels has returned to a normal and
reasonable level. Therefore, with gradual recovery of the flow
of people and the number of Flu cases as well as the
normalization of the Company’s channel inventory, Kewei, the
Group's core product, showed a very good trend of recovery
in its sales volume leveraging on its brand advantages
accumulated in the field of Flu treatment for years and its
advantages in efficacy and safety. In the future, with the
further strengthening of the Pandemic prevention and control
in China and the launch and promotion of more product
portfolios of the Group, together with the Group's further
effort on academic promotion and the expansion of new
channels, the overall performance of the Group is expected to

be further improved.
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Management Discussion and Analysis

Il. BUSINESS REVIEW (continued)

1.

Summary of Overall Results (continued)

In terms of specific performance, revenue generated from
Kewei, the core product of the Company, reached RMB1,005.9
million, representing an increase of 1,775.5% as compared to
the corresponding period of 2021. Profit and total
comprehensive income attributable to equity shareholders of
the Company (without taking into account the effect of the
convertible bonds) was RMB190.4 million, representing an
increase of RMB536.4 million as compared to the loss and total
comprehensive income attributable to equity shareholders of
the Company (without taking into account the effect of
convertible bonds) of RMB346.0 million for the six months
ended 30 June 2021. For the six months ended 30 June 2022,
revenue from Kewei (Oseltamivir Phosphate), Ertongshu
(Benzbromarone Tablets), Oumeining (Telmisartan Tablets),
Olmesartan Tablets and Moxifloxacin Hydrochloride Tablets
(being the Company’s core products) accounted for 77.8%,
3.0%, 2.4%, 1.9% and 1.2% of the total revenue, respectively. At
the same time, as new pharmaceutical products are
successively approved to launch, they further enrich the
Group's product portfolio and offer medical choices with both

high quality and fair price for patients.
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Management Discussion and Analysis

BEENWR T

Il. BUSINESS REVIEW (continued)

2. R&D Progress

— - ¥EEDEE)

The Group made outstanding R&D progress in the therapeutic

areas of endocrine and metabolic diseases during the first half of

2022.

1. Endocrine and metabolic diseases area

The Group strives in R&D of insulin products in endocrine

and metabolism area and has a comprehensive product

line plan, which covers both the second and the third

generations of insulin.

The latest progress of the insulin products during the

Reporting Period is as follows:

2. WRER

TECFE¥EF AEEE
F 25 P9 9 o R AR 3 TR RSB 33 B
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1. RADHBURRHER AL

REEBTE R D A B A
RRRBEBNIRRERE
mHIATEE - RE T BHR
EREMGRE  RES
“RAME=ZRKEEE -

BEHR RERRJE
mERATHER AT -

Percentage of
Expensed Capitalised R&D  Percentage of
R&D R&D R&D investment R&D
investment investment investment  inoperating investmentin
amount amount amount revenue operating costs
HERA H&RA HERA E&RA
E 3 ON BAL N7 fhER hEX
Projects byl &8 8 &8 BALLHI BARLL A
(RMB'000) (RMB'000) (RMB'000) (%) (%)
(AR®TR) (ARBTR) (ARETR) (%) (%)
lsophane Protamine BEAZAA 4,707 - 4,707 04% 14%
RecombinantHuman BB EIER
Insulin Injection ()R 30R)
(Pre-mixed 30R)
Insulin Aspart Injection AL RS &/ T51R 1307 - 1307 0.1% 04%
Insulin Aspart 30 Injection PILEE %30 927 - 927 0.1% 03%
SR
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Management Discussion and Analysis
SRR e

Il. BUSINESS REVIEW (continued) = - FEEEE )
2.  R&D Progress (continued) 2. WHRER(E)
1. Endocrine and metabolic diseases area (continued) 1. AZBURAHEREELE
(&)

The Group's insulin products are developed in accordance REEREEZZRIESR
with standards on biosimilar drugs adopted in Europe and 2 REEE B BE A
the United States with quality equivalent to originator s BsnEHERA
drugs. The recombinant human insulin injection and YIS o NEE B EHE
insulin glargine injection developed by the Group were HWEAARSZTHR
approved to launch, and the results of clinical trials show HREEES=TaREE
that the statistics of those injection are highly consistent in EET BRAABERR
terms of efficacy, safety and stability when compared with BH - BERMFAEYEEES
the originator biologics. The Group also has a B ZERERBERS
comprehensive product line covering both the second FESE—H - NEETN
and the third generations of insulin, which meets the WA TENERS  RE
clinical medication needs of doctors and patients. F_AREE=ZARBEEZE
Moreover, the product line adopts a yeast expression AR EA  BEMRK
system which is advanced in technology and easy for large RSk BAERKR
scale production. BERRERR THL

# - HRARREEE ©

Insulin Aspart Injection, Insulin Aspart 30 Injection and AR A EFABEHPFILERE
Isophane Protamine Recombinant Human Insulin Injection BEIHRK  FILXREE=R
(Pre-mixed 30R), the Company’s self-developed products, 30EFRIAREEREAR
are under the approval stage of production registration in AEBEETH KR(EER
the PRC. 30R) IEEE R A A E R

BRI -
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Management Discussion and Analysis
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BUSINESS REVIEW (continued) — - EEOE@
2.  R&D Progress (continued) 2. WHRER(E)
1.  Endocrine and metabolic diseases area (continued) 1. ADBURRHEFELD

In addition, in order to further enrich the product line of
the Group in the field of diabetes, the Group has acquired
multiple drugs for diabetes from Sunshine Lake Pharma, all
of which have been approved to launch, except for
Rongliflozin L-Pyroglutamic Acid and Liraglutide which
were under Phase Il clinical stage. Such pharmaceutical
products are expected to be marketed in a rapid manner
and generate considerable sales, which will further increase
the integrated strengths of the Group and improve the

revenue structure of the Group.

Acquired/ Expensed Capitalised
R&D investment R&D

R&D R&D

(%)

BN BT E—HEEAR
& B 1 K8 PR B R I E m
R AEBEEERRE
BEWEZ AR IR RAE
2y BREARBRERT
7 Ko M HL B AR TR 1 A R
REEE - ARt EMBIEE
HELET ZFERBE
BRI HE AT 50 2K AT B
HER  URE—FRFT
AEENGEEE N RE
REBHBALERE -

Percentage of

R&D  Percentage of

investment investment investment  inoperating investmentin

amount amount amount revenue operating costs

BL/ HEEA MREA

k30N MREA

HERA BRL BRf hEx hE%
Projects EH E &8 E N4 %N 2]
(RMB'000) (RMB'000) (RMB'000) (%) (%)
(ARETT) (ARETT) (ARETT) (%) (%)

Rongfiflozin L- EARBRRRBIE
Pyroglutamic Acid 22,205 - 22,205 1.7% 6.7%
Liraglutide FIR &R 2858 - 2858 0.2% 0.9%
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Management Discussion and Analysis

Il. BUSINESS REVIEW (continued)

3. Sales Performance Review

During the Reporting Period, the sales of the Group's core

products are as follows:

The revenue of Kewei (Oseltamivir Phosphate) granules
and capsules amounted to RMB1,005.9 million,

accounting for 77.8% of the total revenue;

The revenue of Ertongshu (Benzbromarone Tablets)
amounted to RMB39.0 million, accounting for 3.0% of

the total revenue;

The revenue of Oumeining (Telmisartan Tablets)
amounted to RMB31.4 million, accounting for 2.4% of

the total revenue;

The revenue of Olmesartan Tablets amounted to
RMB24.6 million, accounting for 1.9% of the total

revenue,;

The revenue of Moxifloxacin Hydrochloride Tablets
amounted to RMB15.7 million, accounting for 1.2% of

the total revenue.

The total revenue of the above-mentioned five drugs, being
the core products of the Group, accounted for 86.3% of the

total revenue.

Kewei (Oseltamivir Phosphate), the Company’s core product, is
the first-line drug for the treatment of Flu in the PRC, which
can be used in the treatment and prevention of Flu A and Flu
B and is listed in the Influenza Treatment Guidance (2020
version) ((ATHERE 2 BEAR(ZZTZZFM))).
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BUSINESS REVIEW (continued)

3.

Sales Performance Review (continued)

During the Reporting Period, the Group adjusted the division
of labour of the sales teams in accordance with the market
demand, i.e. a self-operated sales team responsible for the
academic promotion of core drugs in graded hospitals and
primary medical institutions, a new retail sales team
responsible for all drugs in chain pharmacies, non-bidding
markets and online hospitals, and a centralized sales team
responsible for centralized procurement of drugs by the PRC
government. During the Reporting Period, the Company has
started to expand its online pharmacy channel and
cooperated with a number of well-known online channel
operators. As of 30 June 2022, the Group has a total of 1,760
staff in its sales teams. The establishment and development of
these multi-channel sales teams shall lay a solid foundation to
the sales volume of the Group's product portfolio in all sales

channels.
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Management Discussion and Analysis

Il. BUSINESS REVIEW (continued)

4.

Production Review

The Group adheres to the credo of “For Everyone’s Health” and
strives to provide high quality medicine to patients. Led by
this belief, the Group enhances its production system
constantly, strengthens its supervision on the production
process and improves the quality of products and services

continuously.

At the same time, the Group is highly attentive to production
safety and environmental protection. In respect of production
safety, the Group always considers production safety as the
core of production management, attaches great importance
to labour protection and production safety management, pays
attention to the health and safety of employees, advocates
safety culture, and forms a positive atmosphere in which all
staff in the factory concern about safety and pay attention to
safety in everything. In respect of environmental protection,
the Company attaches great importance to environmental
protection and earnestly implements advanced environmental
protection concept such as “Environmental protection
originates from design. Production processes must help
reducing pollution sources, cleanup and recycling of three
kinds of waste, clean and green production”. The Group
constantly applies new technologies, new processes and new
methods to comprehensively improve its governance
capabilities and standard, and has achieved energy
conservation and consumption reduction of ultra-low
emissions and circular economy that outperform national

standards.
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OPERATION RESULTS AND ANALYSIS

1.

Revenue

For the six months ended 30 June 2022, the revenue of the
Group amounted to RMB1,293.3 million, representing an
increase of 539.5% as compared to the corresponding period
last year. The Group’s revenue from Kewei during the
Reporting Period amounted to RMB1,005.9 million,
representing an increase of 1,775.5% compared to the
corresponding period last year. The increase in the revenue
from Kewei was mainly attributed to the fact that the
Pandemic prevention and control in China has generally
stabilized, the flow of people and daily social activities have
gradually returned to normal, and the overall flow of people,
the number of diagnosis and treatment activities and the
volume of prescriptions in terminal medical institutions have
recovered significantly during the first half of 2022. In addition,
many southern provinces in China issued Flu warnings and
the number of patients of fever clinics surged this year.
Meanwhile, comparing with the early stage of the Pandemic,
the current inventory of Kewei channels has returned to a
normal and reasonable level. Therefore, with gradual recovery
of the flow of people and the number of Flu cases and the
normalization of the Company’s channel inventory, Kewei, the
Group's core product, showed a very good trend of recovery
in its sales volume leveraging on its brand advantages
accumulated in the field of Flu treatment for years and its
advantages in efficacy and safety. In the future, with the
further strengthening of the Pandemic prevention and control
in China and the launch and promotion of more product
portfolios of the Group, together with the Group's further
effort on academic promotion and the expansion of new
channels, the overall performance of the Group is expected to

be further improved.
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lIl. OPERATION RESULTS AND ANALYSIS (continved) = - iREZER DT (2)
1.  Revenue (continued) 1. EEHAE)
The following table illustrates the revenue from products of TREHAEE S AEBEE
each therapeutic area of the Group and as a percentage of the mEEHENMMEYBEETETI DL
total revenue: P
Turnover =]

Change as
compared
with the

corresponding
For the six months ended 30 June

period of

BZEAA=THIEAEA 2021

2022 2021 B-F--F

- Jonfent 2 % EHLL

(RMB'000) (%) (RMB'000) (%) (%)

(AR#TT) (%) (AE%TT) (%) (%)

Anti-viral drugs NREEY 1,012,403 78.3% 57300 283% 1,666.8%
Including: core product Kewei  Eff : ZOERAE 1,005,913 77.8% 53,635 26.5% 1,775.5%
Cardiovascular drugs HMEEY 76,327 5.9% 44207 219% 72.7%
Endocrine and metabolicdrugs AR RSB EY) 42,469 3.3% 34193 169% 24.2%
Antiinfective drugs nEREY 41,714 3.2% 39354 195% 6.0%
Others H 120,395 9.3% 27,192 134% 342.8%
Total st 1,293,308 100.0% 202,246 100.0% 539.5%

|
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OPERATION RESULTS AND ANALYSIS (continued)

2.

Cost of Sales

The Group's cost of sales consists of (1) cost of raw materials,
primarily including cost of raw materials, ancillary materials
and packaging materials; (2) labour cost, primarily including
salaries and benefits of our staff directly involved in
manufacturing of our products; (3) manufacturing cost,
primarily including depreciation of machinery, equipment and
plant and cost of labour protection materials, fuel, machine oil
and maintenance; and (4) patent fee paid to third parties in
relation to patents and licences. For the six months ended 30
June 2022, the cost of sales of the Group amounted to
RMB332.7 million, representing an increase of 227.8% as
compared to RMB101.5 million for the corresponding period
of last year, which was mainly due to the increase in sales
volume of the Company’s core product Kewei during the

Reporting Period.

Gross Profit

For the six months ended 30 June 2022, gross profit of the
Group was RMB960.7 million, representing an increase of
853.1% as compared to RMB100.8 million for the six months
ended 30 June 2021, which was mainly due to the increase in
sales volume of the Company’s core product Kewei during the

Reporting Period.
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lll. OPERATION RESULTS AND ANALYSIS (continued)

4.

Other Net Expenses/Income

Other net expenses/income of the Group mainly included (1)
government subsidies, primarily representing amortization of
government subsidies for the construction of the production
line for Kewei recognized by instalments in accordance with
accounting standards, and other subsidies or incentives
granted by the local government; (2) interest income; (3) net
foreign exchange; (4) fair value change on convertible bonds
embedded in conversion option; (5) net profit or loss of
disposal of fixed assets; and (6) other miscellaneous gains. For
the six months ended 30 June 2022, other net expenses of the
Group amounted to RMB141.7 million, representing an
increase of RMB85.1 million as compared to RMB56.6 million
of other net expenses for the corresponding period of last
year, which was mainly due to the increase in exchange loss

on convertible bonds.
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OPERATION RESULTS AND ANALYSIS (continued)

5.

Expenses Analysis

For the six months ended 30 June 2022, the Group's expenses
amounted to RMB855.4 million in total, representing an
increase of RMB222.9 million as compared to RMB632.4 million

for the six months ended 30 June 2021. The main components

of the Group's expenses are as follows:

= REXBENDW(®)

For the six months
ended 30 June
BEANA=1+HLAEAR

BRD

HE-ZT-—_FXA=1THIL
ANEA - AEBEBAHRFAR
KgssaE B REEZT
——FRA=ZTHLEANEARAN
ARB6324E5BTIENARK
NOBEETL AEEEEER
BRI T -

Change as
compared
with the

corresponding

period of 2021

2022 2001 B-ZE-—%

—E-——F T G4

(RMB’000) (RMB'000) (%)

(AR®TR) (AREFT) (%)

Distribution costs Pal DN 533,105 258,929 105.9%

Administrative expenses THEEMS 149,672 185,124 -19.2%

R&D cost [P 40,906 49,666 -17.6%
(Reversal)/recognition of (Bm)  MHRE5 %
impairment losses on trade E At U IBRE

and other receivables i =] (5,343) 19,420 -127.5%

Finance costs BhE AN 137,013 119,298 14.9%

Total #Et 855,353 632,437 35.3%
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Ill. OPERATION RESULTS AND ANALYSIS (continued) = - {REEZET D4 ()
5.  Expenses Analysis (continued) BRI (E)

Distribution costs mainly consist of (1) marketing expenses
relating to conducting academic promotion activities and
other marketing activities; (2) travelling expenses for marketing
purposes; (3) labour cost; and (4) other expenses. The increase
in distribution costs was mainly due to (l) the corresponding
increase in marketing costs driven by increasing sales scale of
the Group’s products; and (II) an increase in marketing
expenses and travelling expenses relating to the organization
of academic promotion activities and other marketing
activities, which were mainly due to the fact that the Pandemic
prevention and control in China has generally stabilized, the
flow of people and daily social activities have gradually
returned to normal, resulting in an increase in activities in the
Group's academic promotion and the expansion of new

channels.

Administrative expenses mainly consist of (1) salary and
welfare benefits for the management and administrative
personnel; (2) depreciation and amortization costs relating to
our office facilities and land use rights; and (3) other
miscellaneous expenses. The decrease in administrative costs
was mainly due to the decrease in miscellaneous costs and
the inclusion of staff's salary costs, which were previously
included in management costs, in the production cost upon

the operation of new workshop.

For the six months ended 30 June 2022, the Group's
investment in R&D amounted to RMB86.6 million in total,
representing 6.7% of the revenue and a decrease of 29.1% as
compared to the corresponding period of last year, among
which expenses were RMB40.9 million and capitalized

expenditures were RMB45.7 million.

Finance costs mainly include interests on bank loans and

convertible bonds.
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OPERATION RESULTS AND ANALYSIS (continued)

6.

Other Operating Expenses

For the six months ended 30 June 2022, the Group has no

other operating expenses.

Loss/Profit Before Taxation

For the six months ended 30 June 2022, the Group's loss
before taxation amounted to RMB36.4 million in total (taking
into account the effect of the convertible bonds), representing
a decrease of 93.8% as compared to the loss before taxation of
RMB588.2 million (taking into account the effect of the
convertible bonds) for the six months ended 30 June 2021,
which was mainly due to increase in sales volume of the

Company’s core product Kewei.

For the six months ended 30 June 2022, the Group's profit
before tax amounted to RMB226.1 million (without taking into
account the effect of the convertible bonds), representing an
increase of RMB624.8 million as compared to the loss before
tax of RMB398.7 million (without taking into account the effect
of convertible bonds) for the six months ended 30 June 2021,
which was mainly due to increase in sales volume of the

Company’s core product Kewei.

Income Tax

For the six months ended 30 June 2022, the income tax credits
of the Group amounted to RMB3.9 million, and the income tax
credits amounted to RMB81.2 million for the six months ended
30 June 2021, which was mainly due to the loss recorded in

profit before tax of the Company, offsetting income tax.
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lll. OPERATION RESULTS AND ANALYSIS (continued)

9.

10.

Loss for the Reporting Period

For the six months ended 30 June 2022, the Group recorded a
net loss amounted to RMB32.5 million, representing a
decrease of 93.6% as compared to the net loss of RMB507.0

million for the six months ended 30 June 2021.

Loss/Profit and Total Comprehensive Income

Attributable to Equity Shareholders of the Company

For the six months ended 30 June 2022, profit and total
comprehensive income attributable to equity shareholders of
the Company (without taking into account the effect of the
convertible bonds) was RMB190.4 million, representing an
increase of RMB536.4 million as compared to loss and total
comprehensive income attributable to equity shareholders of
the Company (without taking into account the effect of the
convertible bonds) of RMB346.0 million for the six months
ended 30 June 2021.

For the six months ended 30 June 2022, loss and total
comprehensive income attributable to equity shareholders of
the Company (taking into account the effect of the convertible
bonds) was RMB32.8 million, representing a decrease of 93.5%
as compared to loss and total comprehensive income
attributable to equity shareholders of the Company (taking
into account the effect of the convertible bonds) of RMB507.0

million for the six months ended 30 June 2021.
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IV. FINANCIAL POSITION

24

1.

Overview 1.

As of 30 June 2022, the Group's total assets amounted to
RMB10,813.7 million, with total liabilities of RMB4,825.4 million
and shareholders' equity of RMB5,988.3 million.

As of 30 June 2022, the Group's capital is mainly derived from
product sales and is used in production workshop
construction, distribution and administrative management
etc. The management has clear goals and records in budget,
financial and operating performance, and actively monitors

them and regularly evaluates internal control measures.
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IV. FINANCIAL POSITION (continued)

2. Net Current Assets

The following table sets forth our current assets, current

liabilities and net current assets for the dates indicated.

EEENWR DN

M - BRI &)

2. RBEEFE

TREHVFIR AR B BAR
HEE RPABLRDEE

FE o
As at As at
30 June 31 December
2022 2021
R=ZT== N_T_—F
ANA=+H +t-—A=+—H
RMB’000 RMB'000
ARET T ARET T
Current assets REBEE
Inventories Ve 315,321 279,696
Trade and other receivables B 5 M H MW FRIE 805,726 546,791
Prepayment TEfT IR 74,998 7,776
Restricted cash XRES 146,144 91,992
Cash and cash equivalents HERIESEEY 859,097 1,131,121
Total current assets REEERTE 2,201,286 2,057,376
Current liabilities RBEE
Trade and other payables B 5 NEMERFRIE 1,003,070 911,680
Contract liabilities =R ON=RE 67,034 74,903
Bank loans IRITER 70,900 48,477
Interest-bearing borrowings sHEER 2,824,408 -
Deferred income PEIE Uz 7,894 4379
Current taxation payable FETEDEATR IR - 198,625
Total current liabilities BwWREEE 3,973,306 1,238,064
Net current (liabilities)/assets BRE(ER) EE (1,772,020) 819,312
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IV. FINANCIAL POSITION (continued)

26

2.

Net Current Assets (continued)

As at 30 June 2022, the Group recorded the total current
assets of RMB2,201.3 million, as compared to RMB2,057.4
million as at 31 December 2021. During the Reporting Period,
the net current assets of the Group decreased by RMB2,591.3
million due to the combined effect of the increase in current
assets by RMB143.9 million resulting from the increase in sales,
and the increase in total current liabilities by RMB2,735.2
million mainly resulting from the reclassification of convertible
bonds to current liabilities as it becomes repayable on

demand since 1 January 2023.

Gearing Ratio and Quick Ratio

Gearing ratio represents the total interest bearing loans as at a
record date divided by total equity as at the same record date.
Quick ratio represents current assets (excluding inventories) as
at a record date divided by current liabilities as at the same
record date. The Group's gearing ratio increased from 53.04%
as at 31 December 2021 to 59.40% as at 30 June 2022 and
quick ratio decreased from 1.44 times as at 31 December 2021
to 0.47 times as at 30 June 2022.
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IV. FINANCIAL POSITION (continued) - B EARR ()
4.  Cash Flow Analysis 4. HBERIH
The Group's cash flow is shown in the following table: AEERSRERMOTIRR

For the six months ended

30 June
BEAXA=t+HLEXMEA
2022 2021
—E-C—F T
RMB’000 RMB'000
AR¥T T AREFT
Net cash generated/(used in) maTEERES (Rt
from operating activities e FE 152,427 (461,795)
Net cash used in investing activities FEEE RN FE (476,929) (329,431)
Net cash generated BEERYEENRESFE
from financing activities 52,666 73,607
Net decrease in cash and ReMReESEBRE FRL
cash equivalents (271,836) (717,619)

For the six months ended 30 June 2022, the Group's net cash
generated from operating activities was RMB152.4 million, and
net cash used in operating activities was RMB461.8 million for
the corresponding period of last year, which was mainly due
to the increase in sales volume of the Company's core product

Kewei.

The Group’s net cash outflow in investing activities was
RMB476.9 million, representing an increase of RMB147.5
million as compared with the corresponding period of last
year, which was mainly due to the increase in restricted cash
during the Reporting Period resulted from the acquisition of

production machinery from overseas suppliers.
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IV. FINANCIAL POSITION (continued)

28

4.

Cash Flow Analysis (continued)

In the first half of 2022, the Group’s net cash inflow from
financing activities was RMB52.7 million, representing a
decrease of RMB20.9 million as compared to the net cash
inflow of RMB73.6 million for the corresponding period of last
year. The change was mainly due to the decrease in proceeds
from bank borrowings and increase in payment for finance

costs.

Bank Loans

As at 30 June 2022, the Group's bank loans was RMB732.8
million, representing an increase of RMB139.4 million as
compared to RMB593.4 million as at 31 December 2021,
among which, loans at fixed rates and floating rates amounted
to nil and RMB732.8 million, respectively. The Group is
currently in good liquidity position with sufficient funding and
has no repayment risk. The Group's bank loans are loans

denominated in RMB from domestic banks in China.

Capital Structure

As at 30 June 2022, the Group's total equity attributable to
equity shareholders of the Company amounted to RMB5,775.5
million, representing a decrease of RMB32.8 million as
compared to RMB5,808.3 million as at 31 December 2021. The
decrease was mainly due to the loss recorded in the business

operation of the Group during Reporting Period.

4.
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IV. FINANCIAL POSITION (continued)

7.

10.

Capital Expenditure

In order to meet the production demand for our products, the
Group constructed plants and buildings, machines and
equipment and acquired relevant interests of drugs in
progress for the six months ended 30 June 2022 with an
aggregate capital expenditure of RMB426.9 million,
representing an increase of 0.6% as compared to RMB424.5

million in the corresponding period of 2021.

Contingent Liabilities

As of 30 June 2022, the Group did not provide any external

guarantees.

Pledge of the Group's Assets

As of 30 June 2022, the Group's land use rights amounting to

RMB161.1
RMB289.6 million, fixed assets amounting to RMB716.5 million

million, construction in progress amounting to

and bills receivable amounting to RMB66.2 million were

pledged to secure bank loans and issuing bills payables.

Foreign Exchange and Exchange Rate Risk

The Group's business mainly operates in the PRC. Almost all of
the income and expenditure of the Group were denominated
in RMB. Other than the convertible bonds and bank deposits
denominated in foreign currencies, the Group does not have
any other material direct exposure to foreign exchange

fluctuations.
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11.

12.

YICHANG HEC CHANGJIANG PHARMACEUTICAL CO,, LTD. / INTERIM REPORT 2022

Employee and Remuneration Policies

As at 30 June 2022, the Group has a total of 3,919 employees.
The staff costs, including directors” emoluments but excluding
any contributions to pension scheme, were approximately
RMB248.4 million for the six months ended 30 June 2022. The
objective of the Group’s remuneration policy is to motivate
and retain talented employees to achieve the Group’s long-
term corporate goals and objectives. The Group's employee
remuneration policy is determined by taking into account
factors such as the overall remuneration standard in the
industry and employee’s performance. The management
reviews the Group's employee remuneration policy and
arrangements on a regular basis. Moreover, social insurance
contributions are made by the Group for its PRC employees in

accordance with the relevant PRC regulations.

Hedging Activities

For the six months period ended 30 June 2022, the Group did
not enter into any hedging transactions relating to foreign

exchange risk or interest rate risk.
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IV. FINANCIAL POSITION (continued)

13.

14.

Significant Investments Held, Material Acquisition and
Disposal of Subsidiaries and Associated Companies and

Joint Ventures

During the six months ended 30 June 2022, there was no
significant investment, material acquisition and disposal of
subsidiaries and associated companies and joint ventures by
the Group, nor was there any plan authorised by the Board for
other material investments or additions of capital assets

during the Reporting Period.

Future Plans for Material Investment or Capital Assets

As of the date of this report, the Group does not have any
future plan for material investment or acquisition of material

capital assets.
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Metoprolol Succinate Sustained-Release Tablets

Approved to Launch

Metoprolol Succinate Sustained-release Tablets (specifications:
47.5mg and 95mg), a product acquired by the Company from
Sunshine Lake Pharma, has undergone the assessment and
approval process and obtained approval for launch from the
NMPA. Metoprolol Succinate Sustained-release Tablets are
frequently used for clinical treatment of high blood pressure
and chronic heart failure. They have considerable clinical value
and market prospect and will become one of the products of
the Company for the treatment of cardiovascular diseases
after its launch. This can further enrich the Group's product
portfolio, and will provide patients with a choice of medication

with high quality and fair price.

Please refer to the announcement of the Company dated 10

January 2022 for details.
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V. OTHER SIGNIFICANT EVENTS (continued)

2.

Change of Joint Company Secretary, Authorized

Representative and Process Agent

Ms. NG Wing Shan has tendered her resignation as the joint
company secretary of the Company (the “Joint Company
Secretary’), an authorized representative of the Company
(the "Authorized Representative’) under Rule 3.05 of the
Listing Rules and an authorized representative for the
acceptance of service of process and notices on behalf of the
Company in Hong Kong under Part 16 of the Companies
Ordinance (Chapter 622 of the Laws of Hong Kong) (the
“Process Agent’) with effect from 25 February 2022 due to
personal reasons; and Mr. WONG Wai Chiu has been
appointed as the Joint Company Secretary, an Authorized
Representative and the Process Agent in place of Ms. NG Wing
Shan on the same day. Mr. PENG Qiyun will continue to serve

as the other Joint Company Secretary.

Please refer to the announcement of the Company dated 25

February 2022 for details.
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3.

Azithromycin Tablets Approved to Launch

Azithromycin Tablets (specifications: 0.25g and 0.5g), a
product acquired by the Company from Sunshine Lake
Pharma, has undergone the assessment and approval process
and obtained approval for launch from the NMPA.
Azithromycin tablets are systemic antibiotics, which are mainly
used to treat infections caused by sensitive bacteria, belongs
to Class A (FF #8 @ &) under the National Drug Catalog for
Basic Medical Insurance, Work-Related Injury Insurance, and
Matemnity Insurance (Bl R EAREHERE - THREFES
R B % 5 B £%) (2021 edition) and is also an item listed on
the National Essential Drugs List (BIZR E AN Z&%) B £%) (2018
edition). It has considerable clinical value and market prospect
and will become one of the products of the Company for the
treatment of anti-infectious disease after its launch. This can
further enrich the Group's product portfolio, and will provide
patients with a choice of medication with high quality and fair

price.

Please refer to the announcement of the Company dated 8
March 2022 for details.
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V. OTHER SIGNIFICANT EVENTS (continued)

Proposed Adjustment of Remuneration of Mr. LI

Xuechen

On 21 March 2022, the remuneration and evaluation
committee of the Company has considered and the Board has
considered and approved that the remuneration of Mr. LI
Xuechen, an independent non-executive Director, be adjusted
from RMB160,000 per annum to RMB340,000 per annum (the
"Proposed Adjustment”). The Proposed Adjustment has
been approved by the shareholders of the Company (the
“Shareholders”) at the annual general meeting of the

Company held on 2 June 2022.

Please refer to the announcements of the Company dated 21
March 2022 and 2 June 2022 for details.

Continuing Connected Transactions and Connected

Transactions

On 27 April 2022, the Company and Shenzhen HEC Industrial
RINTREXEXEERARA

(“Shenzhen HEC Industrial’) entered into the Energy

Development Co,, Ltd (

Purchase Framework Agreement, pursuant to which the
Company agreed to purchase electricity and steam power
required for its production from Shenzhen HEC Industrial. The
Company estimates that the annual cap under the Energy
Purchase Framework Agreement for the year ending 31
December 2022 is RMB56,000,000.
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Continuing Connected Transactions and Connected

Transactions (continued)

On 27 April 2022, the Company and Shenzhen HEC Industrial
entered into the APIs Purchase Agreement, pursuant to which
the Company agreed to purchase certain active
pharmaceutical ingredients ("APIs") such as Aripiprazole,
Rivaroxaban, Escitalopram Oxalate, Clarithromycin from
Shenzhen HEC Industrial. The Company estimates that the
annual cap under the APIs Purchase Agreement for the year
ending 31 December 2022 is RMB40,000,000.

On 27 April 2022, the Company and Shenzhen HEC Industrial
entered into the Packaging and Production Materials Purchase
Framework Agreement, pursuant to which the Company
agreed to purchase specific packaging materials and
production materials from Shenzhen HEC Industrial. The
Company estimates that the annual cap under the Packaging
and Production Materials Purchase Framework Agreement for
the year ending 31 December 2022 is RMB36,000,000.

On 27 April 2022, the Company and Shenzhen HEC Industrial
entered into the Equipment Purchase and Civil Construction
Framework Agreement, pursuant to which the Company
agreed to purchase certain equipment and civil construction
services from Shenzhen HEC Industrial. The Company
estimates that the annual cap under the Equipment Purchase
and Civil Construction Framework Agreement for the year
ending 31 December 2022 is RMB37,000,000.
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V. OTHER SIGNIFICANT EVENTS (continued) - -HBMEREE %)

Continuing Connected Transactions and Connected

Transactions (continued)

On 27 April 2022, the Company and Shenzhen HEC Industrial
entered into the Entrusted Processing Framework Agreement,
pursuant to which the Company agreed to purchase
pharmaceutical processing services for its certain
pharmaceutical products, including Olmesartan Tablets,
Moxifloxacin Hydrochloride Tablets, Clarithromycin Tablets,
Aripiprazole Tablets, Levofloxacin Tablets, Rivaroxaban Tablets,
Duloxetine Enteric-coated Capsules, Escitalopram Tablets,
Xadiafil Tablets, Aripiprazole Orally Disintegrating Tablets,
Entacapone Tablets, Febuxostat Tablets, Apixaban Tablets,
Mitoglol Sustained Release Tablets, Atorvastatin Calcium
Tablets, Rongliflozin and other APIs from Shenzhen HEC
Industrial. The Company estimates that the annual cap under
the Entrusted Processing Framework Agreement for the year
ending 31 December 2022 is RMB103,066,200.

On 27 April 2022, the Company and Shenzhen HEC Industrial
entered into the Leasing and Other Services Framework
Agreement, pursuant to which Shenzhen HEC Industrial will
provide office buildings and warehouse leasing, inspection
and testing service, conference accommodation and other
services to the Company. The Company estimates that the
annual cap under the Leasing and Other Services Framework
Agreement for the year ending 31 December 2022 is
RMB27,000,000.
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Continuing Connected Transactions and Connected

Transactions (continued)

On 27 April 2022, the Company and Shenzhen HEC Industrial
entered into the APIs and Pharmaceutical Products Sales
Framework Agreement, pursuant to which the Company
agreed to sell APIs such as Esomeprazole Magnesium,
Oseltamivir Phosphate, Olanzapine, Entacapone, Febuxostat
and chemical pharmaceutical products to Shenzhen HEC
Industrial. The Company estimates that the annual cap under
the APIs and Pharmaceutical Products Sales Framework
Agreement for the year ending 31 December 2022 is
RMB15,012,000.

On 27 April 2022, the Company and Shenzhen HEC Industrial
entered into the Entrusted Production and Inspection Services
Framework Agreement, pursuant to which the Company
agreed to provide production and inspection services to
Shenzhen HEC Industrial. The scope of the entrusted
production and inspection services includes provision of
production, inspection and testing services to Dong An Tai,
Dong An Qiang, Peramivir, Galantamine, Baloxavir,
Paliperidone Palmitate, other generic drugs, other new drugs,
insulin degludec APIs and injection, insulin degludec/insulin
aspart, insulin degludec/liraglutide injection and intermediates
of generic drugs. The Company estimates that the annual cap
under the Entrusted Production and Inspection Services
Framework Agreement for the year ending 31 December 2022
is RMB59,000,000.

5.
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V. OTHER SIGNIFICANT EVENTS (continued)

5.

Continuing Connected Transactions and Connected

Transactions (continued)

The above agreements and the transaction contemplated
thereunder (including the respective proposed annual cap)
have been approved by the Independent Shareholders at the
2022 first extraordinary general meeting of the Company held
on 22 August 2022.

For details of the transactions under the above-mentioned
agreements, please refer to the announcements of the
Company dated 27 April 2022 and 22 August 2022 and the
circular of the Company dated 2 August 2022.

Update on Share Transfer by Controlling Shareholder of
the Company

On 7 June 2022, the Company was informed by Guangdong
HEC Technology Holding Co,, Ltd.* (SR 5 f BHZ IR IR
3 B BR A 7)) (the "Parent Company’) that, the remaining
111,901,200 H shares of the Company (equivalent to 12.72% of
the issued share capital of the Company) held by the Parent
Company have been transferred and registered under the

name of HEC (Hong Kong) Sales Co.,, Limited.

Please refer to the announcements of the Company dated 31
August 2021, 11 November 2021, 10 December 2021, 20
December 2021, 30 December 2021 and 7 June 2022 for

details.
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VII.
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SIGNIFICANT EVENTS AFTER REPORTING PERIOD

Up to the date of this report, there were no significant events after

the Reporting Period.

BUSINESS PROSPECTS OF THE GROUP OF THE
SECOND HALF OF THE YEAR

Looking forward to the second half of 2022, as the development
direction of China's pharmaceutical industry is gradually shifting
from generic drugs to innovation drugs, drug innovation has
become the core competitiveness which supports the future
development of enterprises. In order to capture opportunities in the
fierce competition, pharmaceutical companies need to make
continuous efforts in various aspects including product R&D,
technical process improvement, production and supply chain
management and sales management, while striving to grasp the
initiative of industry competition and forming good sustainable
advantages by grasping the market demand and trend of the
pharmaceutical industry and consolidating and expanding the

corresponding strategic target markets more effectively.

The Company will continually increase its investment in R&D and
accelerate the transformation of drug R&D into clinical applications
in the therapeutic areas of anti-infective, endocrine and metabolic
diseases. In addition, the Company will continue to strengthen its
product R&D and innovation capabilities, constantly introduce new
products and enrich the existing product portfolio to enhance the

market competitiveness of its products.

The Company will also continue to optimize its scientific and
sustainable marketing strategy, strengthen academic promotion and
drug promotion activities, further promote its core products in
graded hospitals and primary medical markets, and strive to create a
highly recognized business image and well-respected reputation in
the domestic market, in order to lay a solid foundation for new

products to be rapidly launched in the market in the future.
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VIIl. USE OF PROCEEDS

Proceeds from the Global Offering

According to the final results of the offering of the Company’s H
shares for subscription as described in the prospectus of the
Company dated 15 December 2015 (the “Global Offering”), the net
proceeds raised from the Global Offering are approximately
HK$1,307.5 million (approximately RMB1,095.4 million).

In view of the relatively low interests rate on deposits and in order to
enhance the efficiency of use of the net proceeds from the Global
Offering and avoid exchange loss, and based on the construction
budget for the new oral formulation production plant and new
insulin production plant, the Board resolved on 22 December 2017
to reallocate the unutilized net proceeds originally allocated to (i)
new oral formulation production plant and (ii) promotional and
marketing activities of approximately RMB701.4 million for (i) the
new insulin production plant and (i) working capital and general
corporate purposes, including the payment of the patent royalties in
connection with Oseltamivir Phosphate and cash dividends to the

Shareholders.
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Proceeds from the Global Offering (continued)

N -FIBRERAEE)

As at 30 June 2022, details of utilization of the net proceeds raised

from the Global Offering are as follows:

Revised allocation of

RRBEMEREA(E)

RZEBE-—FA=1+H 2¥%E
FriSsORFREMEAFBNT

Utilized amount as

Unutilized amount

use of net proceeds at 30 June 2022 as at 30 June 2022
(Approximate (Approximate (Approximate
RMB million) RMB million) RMB million)
R-FBZZH RBE-ZS-ZF
FERERE AA=TAH AAZTEH
RENEBTIE HEBALHE *BALE
(WARMEEBR) (WAR%EER) (WARMEER)
New oral formulation HORIAEETR 3000 300.0 0
production plant
New insulin production plant MRS EEE LR 3287 3287 0
Promotional HEREHEE 136.1 136.1 0
and marketing activities
Working capital and general LEESN—MOCERR 3306 3284 22
corporate purposes
Total @t 10954 10932 22

The net proceeds raised from the Global Offering are expected to be

fully utilized during 2022.
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Management Discussion and Analysis

IX. HSHARE CONVERTIBLE BONDS

On 14 August 2018, the Company entered into a subscription
agreement (the “Subscription Agreement”’) with certain entities
ultimately controlled by The Blackstone Group L.P. (the "Blackstone
Fund SPVs"), pursuant to which, the Blackstone Fund SPVs have
conditionally agreed to subscribe for, and the Company has
conditionally agreed to issue, the H share convertible bonds with an
aggregate principal amount of US$400,000,000 (the “H Share

Convertible Bonds").

The H Share Convertible Bonds bear interest at the rate of 3.0% per
annum and may be converted at the initial conversion price of
HK$38 (which is subject to adjustment) per share into 82,631,578
conversion shares (assuming full conversion of the H Share
Convertible Bonds), representing approximately 18.41% of the
existing issued share capital of the Company as at the date of this
interim report and approximately 15.55% of the total issued share
capital as enlarged by the issue of the conversion shares.

The proceeds from the issue of the H Share Convertible Bonds have
been fully used for the purposes of the acquisition of drugs and
other pharmaceutical products (including active pharmaceutical
ingredients), capital expenditure on production facilities, expansion
of sales and distribution networks and other purposes subject to the
prior written consent of the subscriber.

The issue of H Share Convertible Bonds represents an excellent
opportunity for the Company to embrace market opportunities and
enhance its market positions in the pharmaceutical industry. At the
same time, the Group plans to tap this opportunity to introduce The
Blackstone Group L.P. and its affiliates as a long-term strategic
investor to help the Company carry out drug acquisitions, advance
its development strategy, operation and management, strengthen
international cooperation, and improve corporate governance and

investor relations.
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Management Discussion and Analysis
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IX.
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H SHARE CONVERTIBLE BONDS (continued)

All the conditions precedent for the issue and subscription of the H
Share Convertible Bonds under the Subscription Agreement have
been fulfilled and that completion took place on 20 February 2019

On 20 February 2019, the Company issued a tranche of 1,600 H Share
Convertible Bonds with an aggregate principal amount of
USD400,000,000. Each has a face value of USD250,000. The Company
has received the net proceeds from the issue of the H Share
Convertible Bonds, after deduction of expenses payable in
connection with the issue of the H Share Convertible Bonds, of
approximately USD396.44 million, with net proceeds from each of
the H Share Convertible Bonds amounting to approximately
UsD247,778.

On 5 June 2020, the conversion price of the H Share Convertible
Bonds has been adjusted from HK$38 per conversion share to HK$19
per conversion share as the Shareholders have approved the bonus
issue of shares at the 2019 annual general meeting of the Company.
Based on the total outstanding principal amount of the H Share
Convertible Bonds of USD400,000,000, the maximum number of
shares that will be issued upon conversion of all the outstanding
bonds at the adjusted conversion price is 165,263,156 shares,
representing approximately 18.78% of the existing issued share
capital of the Company as at the date of this report and
approximately 15.81% of the total issued share capital of the

Company as enlarged by the issue of the conversion shares.
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Management Discussion and Analysis

IX. HSHARE CONVERTIBLE BONDS (continued)

Proceeds from H Share Convertible Bonds amounting to
approximately USD396.44 million have been fully utilized during
2020.

As at the date of this interim report, no conversion rights for H Share

Convertible Bonds have been exercised.

The convertible price was adjusted to HK$14 (equivalent to
approximately RMB12 translated at the then exchange rate) per
conversion share according to the adjusted net profit of the

Company for the year ended 31 December 2021.

During the Reporting Period, the Company implemented various
safeguard measures for repayment in accordance with the
Subscription Agreement. The Company fully paid interest to
Blackstone Fund SPVs on time, and there was no interest payment
default. The willingness to repay the debt was normal, which fully

protected the legitimate interests of Blackstone Fund SPVs.

On 8 September 2022, the Company entered into a bond purchase
agreement with holders of the Bonds (the “Sellers”), pursuant to
which the Company agreed to purchase certain Bonds (i) in the
aggregate principal amount of US$95,337,821 (the "Repurchased
Bonds Option 1) from the Sellers at the total purchase price of
US$127,317,844 (the "Partial Repurchase of Bonds Option 1), or
(ii) in the aggregate principal amount of US$110,675,641 (the
“Repurchased Bonds Option II") from the Sellers at the total
purchase price of US$147,906,079 (the "Partial Repurchase of
Bonds Option II"). The total purchase price was determined with
reference to the calculation formula in respect of Early Redemption

Amount under the Bond Instrument.

Details of the H Share Convertible Bonds were disclosed in the
announcements of the Company dated 14 August 2018, 15 October
2018, 20 February 2019, 16 June 2020 and 8 September 2022 and
the circular of the Company dated 11 September 2018.
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Corporate Governance and Other Information

SEEARIMEH

COMPLIANCE WITH CORPORATE GOVERNANCE
CODE

As a company listed on the Stock Exchange, the Company always strives to
maintain a high level of corporate governance and had complied with all
code provisions as set out in the Corporate Governance Code contained in
Appendix 14 to the Rules Governing the Listing of Securities on the Stock
Exchange (the “Listing Rules”) for the six months ended 30 June 2022.

COMPLIANCE WITH MODEL CODE FOR SECURITIES
TRANSACTIONS BY DIRECTORS AND SUPERVISORS

The Company has adopted the Model Code for Securities Transactions by
Directors of Listed Issuers (the “Model Code”) set out in Appendix 10 of
the Listing Rules as the code of conduct regarding securities transactions
of the Company by the directors (the “Director(s)") and supervisors of the
Company. Upon making specific enquiries to all of the Directors and
supervisors of the Company, each of the Directors and supervisors of the
Company confirmed that during the six months ended 30 June 2022, they
had fully complied with the Model Code.

AUDIT COMMITTEE

The audit committee of the Company (the “Audit Committee”) has
formulated terms of reference in written form in accordance with the
requirements of the Listing Rules. It comprises three members, namely, Mr.
TANG Jianxin (independent non-executive Director), Mr. ZHAO Dayao
(independent non-executive Director) and Mr. TANG Xinfa (non-executive
Director). Mr. TANG Jianxin currently serves as the chairman of the Audit
Committee.

The Audit Committee has reviewed the Group’s 2022 interim results
announcement, interim report and the unaudited interim financial
statements for the six months ended 30 June 2022 prepared in accordance
with the IFRSs.

SHARE CAPITAL

As at 30 June 2022, the total share capital of the Company was
RMB879,967,700, divided into 879,967,700 shares of RMB1.00 each
(including 226,200,000 domestic shares (‘Domestic Share(s)") and
653,767,700 H shares ("H Share(s)").
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Corporate Governance and Other Information

INTERESTS AND SHORT POSITIONS OF DIRECTORS,
SUPERVISORS AND CHIEF EXECUTIVE IN SHARES,
UNDERLYING SHARES AND DEBENTURES

As at 30 June 2022, to the knowledge of the Directors, the following
Directors, supervisors and chief executive of the Company had interests
and short positions in the Shares, underlying shares or debentures of the
Company and any of its associated corporations (within the meaning of
Part XV of the Securities and Futures Ordinance (the “SFQ")), 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 those taken or deemed
as their interests and short position in accordance with such provisions of
the SFO), or which were required, pursuant to section 352 of the SFO, to be
entered in the register kept by the Company referred to therein, or which
were required, pursuant to the Model Code, to be notified to the Company

and the Stock Exchange were as follows:

SEEARRIBER

EX EERBSITTRAER
Rt HEROREEEDE
BENEERAR

RZBE-_FXA=1+H mSEBEHHM-
THES - ARAESERERITTHRABR
ANA T REFABE AR (&R HFH R
B0 HRBERE ) FEXVED) BB
N AEERMIEEREFEEREESR
HEIRPIEXVBETRFEsD BHME AR
A R R P s ROA R (RIEHRIEE 5
KEEKRIINZERTEERAXEAESR
Mk KORR) » SRBREEF RIS K
FEIBEFABRAGHFMAEARAGTE
MECMARNERS AR AREBIZE
RIS ARA R R ATR RS RAR

Number of
shares/ Approximate Approximate
underlying percentage of percentage of
sharesheld  relevant class of total issued
Name Types of Shares Capacity (shares)  share capital (%)  share capital (%)
BERG/HE  EEERNREN ERTRALE
HH R4 5l 54 ROHE (k)  BAEIHk0 HEAEIH®
Directors £%
TANG Xinfa H Shares Beneficial owner 130,400 (L) 0.019% (L) 0.015% (L)
EEE HER BHBAA
CHEN Yangui H Shares Beneficial owner 66,400 (L) 0.010% (L) 0.007% (L)
BRAEE HAR BRlEBEA
LI Shuang H Shares Beneficial owner 66,800 (L) 0.010% (L) 0.007% (L)
R HER ERAA
WANG Danjin H Shares Beneficial owner 67,200 (L) 0.010% (L) 0.007% (L)
T HAR BHBAA
JIANG Juncai H Shares Beneficial owner 66,800 (L) 0.010% (L) 0.007% (L)
Bar HAR BERlEBEA
LI Xuechen H Shares Beneficial owner 4,000 (L) 0.00061% (L) 0.00045% (L)
>8R HER ERAA
Supervisors =5
WANG Shengchao H Shares Beneficial owner 32,000 (L) 0.004% (L) 0.003% (L)
Thsi HAR BREEA
LUO Zhonghua H Shares Beneficial owner 66,300 (L) 0.010% (L) 0.007% (L)
ERE HAR ERAA

(L) — Long position
L—HE

Y o

hERsRE 2022 / EERB R RIIEXERHER AT 47



Corporate Governance and Other Information

SEEARIMEH

The calculation is based on the total number of 879,967,700 shares in issue
of the Company as at 30 June 2022, comprising 226,200,000 Domestic
Shares and 653,767,700 H Shares.

Save as disclosed above, as at 30 June 2022, to the knowledge of the
Directors, none of the Directors, supervisors or chief executive of the
Company 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 those taken or deemed as their
interest and/or short position in accordance with such provisions of the
SFO), or which were required, pursuant to section 352 of the SFO, to be
entered in the register kept by the Company referred to therein, or which
were required, pursuant to the Model Code, to be notified to the Company
and the Stock Exchange.

SUBSTANTIAL SHAREHOLDERS’ INTERESTS IN
SHARES

As at 30 June 2022, to the knowledge of the Directors, the persons (other
than the Directors, supervisors or chief executive of the Company) who
have an interest or short position in the shares or underlying shares of the
Company which would fall to be disclosed to the Company pursuant to
Divisions 2 and 3 of Part XV of the SFO and as recorded in the register
required to be kept by the Company under section 336 of the SFO were as

SFEBREBEARRR - E-_—FA=T
B H 37T 4881879,967, 700X 1S H
BL$E 226,200,000 J& A & J& & 653,767,700 & H
A% o

R EXFHBEEIN RZF - —F XA
=tTHB BEEAAN MEESE AQF
EEIRRTBRABRARR AL EEMAA
BOAE (& REm LB GRDIE XVER) &
Betn MR R EEET EEARIERE
HRBEGEIEXVHETRESD NS
RRAF MR ERSIORR (BREERE
B MEGRINZERERRRLRR
BEAENERRIAR)  RARBESFR
HMEHRPIFE 2GR ABBGIIMAFE
RARBNECMANERIOAR » A
IRBAIRAEST R A& N1 ) S e 22 P ) 4 2
FORR e

FTERRRRDAERS

RIEBE-__FXA=1+H mEBEHHM-
TIAL(ES ARFIESFIESTHRA
BRRIN) RAR TR G S ABBER D R B A
BEEHZLHAEGRIEXNVEF2REID
HmARRHENES SRR - RIBEE
F R EEOEBGEEBTRARRTE

follows: SRS AR -
Number of
Number of underlying  Approximate  Approximate
Shares/ sharesheld  percentageof  percentage of
underlying  underequity  relevant class total issued
Shares held derivatives of share capital share capital
(shares) (shares) (%) (%)
MR A$TE
BERB/ IARE HBEEIRT SBOTRAEH
Name of Shareholders Types of Shares  Capacity HBERABE HEROGHEE OHAEIE HOESESH
BRREE/ 48 R EH 5t (B&) (&) (%) (%)
Guangdong HEC Technology Holding Co,, Ltd. H Shares Beneficial owner 21,815,200 (L) - 333% (L) 247% (L)
BRRGEBEZERRHERLDF HER BREBA
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Corporate Governance and Other Information
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Number of
Number of underlying  Approximate  Approximate
Shares/ sharesheld  percentageof  percentage of
underlying  underequity  relevant class total issued
Shares held derivatives of share capital share capital
(shares) (shares) (%) (%)
MRASTAE
BERS/ IARE HREIRE SRITREEE
Name of Shareholders Typesof Shares  Capacity HBRGEE HERGZEE OHLEIE  WEMESH
BRERE/ G R R 4] (&) (&) (%) %)
Shenzhen HEC Industrial Development Domestic Shares Interest in controlled 226,200,000 (L) - 100% (L) 25.70% (L)
Co, Ltd.? NERK corporation
FITREREXERERAF REHEEER
H Shares Interest in controlled 248,015,200 (L) - 37.93% (L) 28.18% (L)
Hi& corporation
R EE R
Shaoguan Xinyuneng Industrial Domestic Shares Interest in controlled 226,200,000 (L) - 100% (L) 25.70% (L)
Investment Company Limited 2 NER corporation
BENBREEREBRNA? REHEEER
H Shares Interest in controlled 248,015,200 (L) - 37.93% (L) 28.18% (L)
Hi& corporation
R EE R
Ruyuan Yao Autonomous County Domestic Shares Interest in controlled 226,200,000 (L) - 100% (L) 25.70% (L)
Yuneng Electric Industrial Co, Ltd? NERK corporation
ARERE GBS TEXERAA? REHEEER
H Shares Interest in controlled 248,015,200 (L) - 37.93% (L) 28.18% (L)
Hi& corporation
R EE R
Ruyuan Yao Autonomous County Xinjing Domestic Shares Interest in controlled 226,200,000 (L) - 100% (L) 25.70% (L)
Technology Development Co, Ltd NER corporation
ARERE G AR ERER DA REHEEER
H Shares Interest in controlled 248,015,200 (L) - 37.93% (L) 28.18% (L)
Hi& corporation
R EE R
Ms. Guo Meilan® Domestic Shares Interest in controlled 226,200,000 (L) - 100% (L) 25.70% (L)
PigEL LS NE R corporation
ZEH AR ER
H Shares Interest in controlled 248,015,200 (L) - 37.93% (L) 28.18% (L)
HIR corporation
Rt EE R
Mr. Zhang Yushuai* Domestic Shares Interest in controlled 226,200,000 (L) - 100% (L) 25.70% (L)
REMLE WE R corporation
RS AR R
H Shares Interest in controlled 248,015,200 (L) - 37.93% (L) 28.18% (L)
HIR corporation
R EE R
Sunshine Lake Pharma Co, Ltd. Domestic Shares Beneficial owner 226,200,000 (L) - 100% (L) 25.70% (L)
BRRGREEBRAR" NER BExBEEA
H Shares Interest in controlled 226,200,000 (L) - 34.59% (L) 25.70% (L)
H i corporation
R AR R
HEC (Hong Kong) Sales Co,, Limited H Shares Beneficial owner 226,200,000 (L) - 34.59% (L) 25.70% (L)
EERGHHERRDA Hix EREBA
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Corporate Governance and Other Information

SEEARIMEH

Number of
Number of underlying  Approximate  Approximate
Shares/ sharesheld  percentageof  percentage of
underlying  underequity  relevant class total issued
Shares held derivatives of share capital share capital
(shares) (shares) (%) (%)
MRASTAE
BERGR/ IARE HREIRE SRITREEE
Name of Shareholders Typesof Shares  Capacity HBRGEE HERGZEE OHLEIE  WEMESH
BRERE/ G R R 4] (&) (%) (%) %)
Ms. Hua Xiaoyi® Domestic Shares Interest in controlled 226,200,000 (L) - 100% (L) 25.70% (L)
EE—g Lo NER corporation
AR ER
H Shares Interest in controlled 248,015,200 (L) - 37.93% (L) 28.18% (L)
Hi& corporation
ZEH AR
North & South Brother Pharmacy H Shares Beneficial owner 161,542,800 (L) - 24.70% (L) 18.35% (L)
Investment Company Limited Hi% BERBEEA
Bt REEREERAR H Shares Beneficial owner 150,000,000 (5) - 22.94% (9) 17.04% ()
HA& BEREBA
North & South Brother Investment H Shares Interest in controlled 161,542,800 (1) - 24.70% (L) 18.35% (L)
Holdings Limited” HR corporation
RS EE RS
H Shares Interest in controlled 150,000,000 (5) - 22.94% (5) 17.04% (S)
HIR corporation
R AR R
Mr. MO Kit’ H Shares Interest in controlled 161,542,800 (L) - 24.70% (L) 18.35% (L)
ENESET Hi& corporation
RS EE RS
H Shares Interest in controlled 150,000,000 (5) - 22.94% (5) 17.04% (S)
HIR corporation
R AR R
Stephen A. Schwarzman® H Shares Interest in controlled - 165263156 (L) 2527% (L) 18.78% (L)
H % corporation - 165,263,156 (S) 25.27% (5) 18.78% (S)
RS EE RS
The Blackstone Group LP? H Shares Interest in controlled - 165,263,156 (L) 25.27% (L) 18.78% (L)
H i corporation - 165,263,156 (S) 2527% (5) 18.78% (S)
R AR R
Blackstone Dawn Pte. Ltd H Shares Beneficial owner - 161,957,892 (L) 24.77% (L) 1840% (L)
HER ERBEEA - 161,957892(9) 24.77% () 1840% (5)
(L) — Long position
L —H5E
(S)  — Short position
6 — KA

The calculation is based on the total number of 879,967,700 shares in issue
of the Company as at 30 June 2022, comprising 226,200,000 Domestic
Shares and 653,767,700 H Shares.
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Notes:

Corporate Governance and Other Information

Mr. Tang Xinfa is a director of Shenzhen HEC Industrial Development Co,, Ltd..

The shareholding information of the Shareholders as at 30 June 2022 are based on the
information recorded in the register required to be kept by the Company under section
352 of the SFO.

As at 30 June 2022, Shenzhen HEC Industrial Development Co., Ltd. directly owned
27.97% equity interest in Guangdong HEC Technology Holding Co.,, Ltd. and Guangdong
HEC Technology Holding Co., Ltd. (which held 21,815,200 H Shares) was a controlled
corporation of Shenzhen HEC Industrial Development Co., Ltd.; and Shenzhen HEC
Industrial Development Co., Ltd. indirectly owned 18.35% equity interest in Sunshine
Lake Pharma Co,, Ltd., and HEC (Hong Kong) Sales Co., Limited (which held 226,200,000
H Shares) is wholly-owned by Sunshine Lake Pharma Co., Ltd. (a controlled corporation
of Shenzhen HEC Industrial Development Co,, Ltd.). Therefore, Shenzhen HEC Industrial
Development Co., Ltd. is deemed to be interested in the Shares held by Guangdong
HEC Technology Holding Co., Ltd. and HEC (Hong Kong) Sales Co., Limited (248,015,200
H Shares in total).

Ruyuan Yao Autonomous County Yuneng Electric Industrial Co., Ltd. owned 42.34%
equity interest in Shenzhen HEC Industrial Development Co., Ltd. and 58.00% equity
interest in Shaoguan Xinyuneng Industrial Investment Company Limited, which owned
27.00% equity interest in Shenzhen HEC Industrial Development Co,, Ltd., therefore
Ruyuan Yao Autonomous County Yuneng Electric Industrial Co., Ltd. is deemed to be
interested in the Shares which are interested by Shenzhen HEC Industrial Development
Co, Ltd..

Ruyuan Yao Autonomous County Xinjing Technology Development Co., Ltd. owned
30.66% equity interest in Shenzhen HEC Industrial Development Co., Ltd. and 42% equity
interest in Shaoguan Xinyuneng Industrial Investment Company Limited, which owned
27.00% equity interest in Shenzhen HEC Industrial Development Co,, Ltd., therefore
Ruyuan Yao Autonomous County Xinjing Technology Development Co,, Ltd. is deemed
to be interested in the Shares which are interested by Shenzhen HEC Industrial
Development Co,, Ltd..

As at 30 June 2022, Ms. Guo Meilan ("“Ms. Guo") owned 74.63% equity interest in Ruyuan
Yao Autonomous County Xinjing Technology Development Co., Ltd., therefore Ms. Guo
is deemed to be interested in the Shares which are interested by Ruyuan Yao
Autonomous County Xinjing Technology Development Co,, Ltd..

As at 30 June 2022, Ms. Guo owned 72.11% equity interest in Ruyuan Yao Autonomous
County Yuneng Electric Industrial Co., Ltd,, therefore Ms. Guo is deemed to be interested
in the Shares which are interested by Ruyuan Yao Autonomous County Yuneng Electric
Industrial Co., Ltd..

As at 30 June 2022, Mr. Zhang Yushuai owned 27.59% equity interest in Ruyuan Yao
Autonomous County Yuneng Electric Industrial Co., Ltd., therefore Mr. Zhang Yushuai is
deemed to be interested in the Shares which are interested by Ruyuan Yao Autonomous
County Yuneng Electric Industrial Co., Ltd..
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Corporate Governance and Other Information

1F

TEREARHMBESR

Sunshine Lake Pharma Co,, Ltd. pledged 226,200,000 Domestic Shares to a third-party
lender as collateral for the loan provided to it by the third-party lender.

Ms. Hua Xiaoyi is the spouse of Mr. Zhang Yushuai and, therefore, is deemed to be
interested in the Shares which are interested by Mr. Zhang Yushuai under the SFO.

As at 30 June 2022, North & South Brother Investment Holdings Limited owned 100%
equity interest in North & South Brother Pharmacy Investment Company Limited and is
deemed to be interested in the Shares which are interested by North & South Brother
Pharmacy Investment Company Limited. Mr. Mo Kit owned 100% equity interest in
North & South Brother Investment Holdings Limited and therefore, he is deemed to be
interested in the Shares which are interested by North & South Brother Investment
Holdings Limited.

This represents the Shares to be issued upon the exercise of the conversion right
attached to the H Share convertible bonds, which price being initially HK$38 per H
Share, subject to adjustment. The price is adjusted to HK$19 per H Share due to the
completion of bonus issue of Shares on 10 July 2020. The convertible price was adjusted
to HK$14 (equivalent to approximately RMB12 translated at the then exchange rate) per
conversion share according to the adjusted net profit of the Company for the year
ended 31 December 2021. Stephen A. Schwarzman through The Blackstone Group L.P.
and its directly and indirectly controlled entities are deemed to be interested in the
unlisted derivatives — convertible instruments in relation to 80,978,946 Shares (which
are adjusted to 161,957,892 Shares due to bonus issue of Shares) held by Blackstone
Dawn Pte. Ltd,, in relation to 464,803 Shares (which are adjusted to 929,606 Shares due
to bonus issue of Shares) held by Blackstone Dawn Holdings ESC (Cayman) Ltd. and in
relation to 1,187,829 Shares (which are adjusted to 2,375,658 Shares due to bonus issue
of Shares) held by BCP VIl Dawn ESC (Cayman) NQ Ltd..

Save as disclosed above, as at 30 June 2022, the Directors are not aware of

any interests or short positions owned by any persons (other than the

Directors, supervisors or chief executive of the Company) in the Shares or

underlying shares of the Company which are required to be disclosed to

the Company pursuant to Divisions 2 and 3 of Part XV of the SFO, or which

are required to be recorded in the register of the Company required to be
kept under section 336 of the SFO.

PURCHASE, SALE OR REDEMPTION OF LISTED
SECURITIES OF THE COMPANY

Neither the Company nor any of its subsidiaries had purchased, sold or

redeemed any of the listed securities of the Company during the six
months ended 30 June 2022.

52

5. B R EPS B E A R A A)#5 226,200,000 i W E
BREHRTFE=ZFERA  ERE=ZFERAM
HigERZERR -

6. EF - LT RRBRIEENES - FLREE

HFREGED  BRANRBEEERA RS
YRR o B e

7. RIZTZZF7XA=7H ' North & South Brother
Investment Holdings Limited % /& 3 4t 7. 55 5 3 1%
BRMNA00%R AR - Biff 18 KREL
NBEEREBRAREAESNRDPRGRE
5 o FEAN % 4 H North & South Brother Investment
Holdings Limited #5 100% i& AN #E%5 » FIL AR &
7 North & South Brother Investment Holdings Limited
ARG P EA R o

8. PERFRATEE HIR TR B 5 F A EIRIER 1§ T3
T2R&1Mn o MEERAERHIR38E T (A FH
B) A-Z-TFLA+ARMRELAR &
BARATRHRI9ET - REAQRABE=ZZ
Z—FF+Z A=+ —BIFEMERELAF - AT
ERERARRTRERRM 48T (HERLD
ARBNRIT(RE REXRHE)) o Stephen A
Schwarzman i i The Blackstone Group LP. &2 H &
BEREERGERERANRIELETITETAR
AR JE E T T4E T B 45 A B Blackstone
Dawn Pte. Ltd. Fr# 80,978,946 % % {7 (IR 3 4T A%
B 721619578928 Bk 19 )+ B B Blackstone
Dawn Holdings ESC (Cayman) Ltd. P 464,803 A% %
19 (R 3 AT A% 8 28 7 929,606 AZ AR 1) A K B B8
BCP VIl Dawn ESC (Cayman) NQ Ltd. B35 51,187,829
A& A% A7 (ERR B AT A% S /2,375,658 IR Ik 1)) 2
AT A o

B ENFIEREEN RZEZZF<A
=+H BEZMN BEAAAL(RE
£ ARREFHESTHRABINREAR
AR 17 S AE B AR 1) R B 7B AR AR 3B 5 I A
BRAIEXVEBE2REIDERIA QD T
BRI AESESAR - HARSENIRIEE
HFREEEHIEBIEBATHETHAQF
BERMHERERIAE

BE LEIBEEAQXFHEL
™ & 2%

ARBREEFAMBARAREE—"FT -
FRAA=ZTHERNEAHMERE - HEx

YICHANG HEC CHANGJIANG PHARMACEUTICAL CO,, LTD. / INTERIM REPORT 2022



Corporate Governance and Other Information

PLEDGING OF SHARES BY THE CONTROLLING
SHAREHOLDER

Sunshine Lake Pharma acquired the shares of the Company with its own
funds and third-party merger and acquisition loan. As a binding condition
for obtaining loan funds, Sunshine Lake Pharma is required to pledge
226,200,000 Domestic Shares (the “Pledged Shares”) in the issued capital
of the Company held by it to a third-party lender. On 22 April 2022, the
Company was informed by Sunshine Lake Pharma that it has pledged the
Pledged Shares in favour of a third-party lender as security for a loan
provided by the third-party lender to Sunshine Lake Pharma (the “Loan”).
The Pledged Shares represent approximately 25.71% of the issued share
capital of the Company as at 22 April 2022. The Loan can only be used by
Sunshine Lake Pharma for acquiring shares of the Company in relation to
completing the transfer and registration of 111,901,200 H Shares in
accordance with the major asset agreement entered into by Guangdong
HEC Technology Holding Co,, Ltd* (R B F5  BHIIZ R D AR A
A] ), Sunshine Lake Pharma and HEC (Hong Kong) Sales Co,, Limited. The
Pledged Shares does not fall within the scope of Rule 13.17 of the Listing

Rules.

Save as disclosed above, the controlling shareholder of the Company didn’t
pledge any of its shares in the Company to secure the Company's debts or
to secure guarantees or other support of the Company’s obligations during

the six months ended 30 June 2022.

LOAN AGREEMENTS OR FINANCIAL ASSISTANCE
OF THE COMPANY

The Company didn't provide any financial assistance nor guarantee to its
affiliated companies during the six months ended 30 June 2022, which
would give rise to a disclosure under Rule 13.16 of the Listing Rules. The
Company didn't enter into any loan agreement with covenants relating to
specific performance of its controlling shareholder nor breach the terms of

any loan agreements during the six months ended 30 June 2022.

SHARE OPTION SCHEME

The Company did not adopt any share option scheme.

SEEARRIBER

ZERBRRR G E R

BRRGAEZUNBEESNE=F0E
BERESWBARRRKRG  (EARBER
BoMAORGH  BERRBXEERTBE
F A WA QB 2 B TR AN # 226,200,000
BRER(TERRMDEFRTFTE=ZFTER
AN RZBEZZFMWAZ+=ZH  K"QF
EERRMGLEEESN  HEBEHRMD
KR TE=ZFEFA ERE=ZFERA
MERRRGEEXREER(ER]) HIE
o - EHRBROMBEER_ST__F1A
T ZARRRIE BITIRAEIL)2571% °
BERETHRERRGLELAREEARR
AIRD - DAAR IR BA SR R F5 St B R IR AR
MBERRAF ERRGHEXREERE
HIEBR AT LMEKNE E R #TK
111,901,200 & H & #3855 « BIFAR (5 I
NER ETRBIE 1317 GEENA -

BRIA LPRINERSN BE—F - —F XA
=THIERER  RARIERKRRIL &5
ARBMEBHHBARNR B BSERSIEAM
BEBFHERREMERA R -

RRAFNER BRI EB

BHE-_Z-_—FXA=+tHLAEA =K
AR E M A B A RREEMRE LT
A 1316168 T A E 2 5 & Bhek &
ReBE_E-_—_FA=1+HIt~E
B ARR MRS A B H AR
BRITRERTHEBZAONERBZ - T
B R BRI AR o

BT E

AR A RN E A RS AE ST 8 -

S

hEisRE 2022 / HERBEARIBEZRGERAT 53



Corporate Governance and Other Information

SEEARIMEH

INTERIM DIVIDEND

The Board resolved not to declare the payment of an interim dividend for
the six months ended 30 June 2022 (six months ended 30 June 2021: nil).

CHANGE IN INFORMATION OF DIRECTORS,
SUPERVISORS AND SENIOR MANAGEMENT

There has been no change in the information of Directors, supervisors and
senior management of the Company that is required to be disclosed under
Rules 13.51(2) and 13.51B of the Listing Rules since the publication of the
2021 annual report of the Company.

On behalf of the Board

YiChang HEC ChanglJiang Pharmaceutical Co., Ltd.
TANG Xinfa

Chairman

Hubei, the PRC

26 August 2022
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KPMG

Review report to the board of directors
of YiChang HEC ChangJiang Pharmaceutical Co., Ltd.
(A Joint Stock Limited Company Incorporated in the People’s Republic of China)

INTRODUCTION

We have reviewed the interim financial report set out on pages 57 to 92
which comprises the consolidated statement of financial position of
YiChang HEC Changliang Pharmaceutical Co., Ltd. (the “Company”) as of 30
June 2022 and the related consolidated statement of profit or loss and
other comprehensive income and consolidated statement of changes in
equity and the condensed consolidated cash flow statement for the six
months 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 an interim financial report to be in compliance
with the relevant provisions thereof and International Accounting Standard
34, Interim financial reporting, issued by the International Accounting
Standards Board. The directors are responsible for the preparation and
presentation of the interim financial report in accordance with International

Accounting Standard 34.

Our responsibility is to form a conclusion, based on our review, on the
interim financial report and to report our conclusion 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.

Review Report
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Review Report
EHHHE

SCOPE OF REVIEW

We conducted our review in accordance with Hong Kong Standard on
Review Engagements 2410, Review of interim financial information
performed by the independent auditor of the entity, issued by the Hong Kong
Institute of Certified Public Accountants. A review of the interim financial
report consists of making enquiries, primarily of persons responsible for
financial and accounting matters, and applying analytical and other review
procedures. A review is substantially less in scope than an audit conducted
in accordance with Hong Kong Standards on Auditing and consequently
does not enable us to obtain assurance that we would become aware of all
significant matters that might be identified in an audit. Accordingly we do

not express an audit opinion.
CONCLUSION

Based on our review, nothing has come to our attention that causes us to
believe that the interim financial report as at 30 June 2022 is not prepared,
in all material respects, in accordance with International Accounting

Standard 34, Interim financial reporting.

KPMG

Certified Public Accountants
8th Floor, Prince’s Building
10 Chater Road

Central, Hong Kong

26 August 2022
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Consolidated Statement of Profit or Loss and Other Comprehensive Income

GEEERkEMAZEER

for the six months ended 30 June 2022 — unaudited
(Expressed in Renminbi)
HEZZ-_—FA=ZFTHIEAER — REFZ
(AAREZ7)

Six months ended 30 June

BEANA=THIEREA

2022 2021
—E-CF —E-—4F
Note RMB’000 RMB'000
P aE ARETR AREFT
Revenue =E 20 3 1,293,308 202,246
Cost of sales 4 RS (332,651) (101,458)
Gross profit EF 960,657 100,788
Other net expenses EmFSFE 5(a) (141,706) (56,555)
Distribution costs D EEA AR (533,105) (258 929)
Administrative expenses THEEMX (149,672) (185,124)
Research and development cost R A (40,906) (49, 666)
Reversals/(recognition) of impairment B 5 Kk E M EWGIERE
losses on trade and other receivables g am (FER 5,343 (19,420)
Profit/(loss) from operations R (BR) 100,611 (468,906)
Finance costs BE A 5(b) (137,013) (119,298)
Loss before taxation FRB A5 18 5 (36,402) (588,204)
Income tax FTiSH 6 3,940 81,227
Loss for the period HAEE (32,462) (506,977)
Loss and total comprehensiveincome (SEBRULTEENHR
for the period attributable to: EEREZEHKREE
Equity shareholders of the Company RAEE=RE (32,798) (507,028)
Non-controlling interests IEIEIR RS 336 51
Loss and total comprehensiveincome HIREER 2 HE K HAE
for the period (32,462) (506,977)
Basic and diluted loss per share BRARREEEIE RMB(0.04) RMB(0.58)
7 | AK¥(0.04) T | AR¥ (058) 7T

The notes on pages 63 to 92 form part of this interim financial report.
Details of dividends payable to equity shareholders of the Company are set

outin Note 17(a).
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Consolidated Statement of Financial Position

e MR R R

at 30 June 2022 — unaudited

(Expressed in Renminbi)

RZTBE-—FXA=1H —KKE%

(AAREZ7])
At At
30 June 31 December
2022 2021
RZB-=—F RZZT_—%F
AA=tTH +t=—A=1+—H
Note RMB’000 RMB'000
M5 ARET T ARBFIT
Non-current assets kRBEE
Fixed assets BEE&E
— Property, plant and equipment — WE - BB NEE 8 2,893,518 2,858,808
— Ownership interests in leasehold land — #{EE R 2 E i
held for own use PR B et 8 353,449 357,747
3,246,967 3,216,555
Intangible assets M EE 9 3,204,058 3,271,990
Goodwill S 75,896 75,896
Financial assets measured at fairvalue AR BEEE B EHE
through profit or loss (FVPL) AFAEENEREE 14 1,789,621 1,789,621
Prepayments A FRIB 10 189,242 64,825
Deferred tax assets REFTEEE 106,651 65318
Total non-current assets BIEREBEE 8,612,435 8,484,205
Current assets REBEE
Inventories =& 11 315,321 279,696
Trade and other receivables B 5 Nk H MW FRIE 12 805,726 546,791
Prepayments TEfT IR 74,998 7,776
Restricted cash SRR & 13 146,144 91,992
Cash and cash equivalents RekBEeEEER 13 859,097 1,131,121
Total current assets BREEE 2,201,286 2,057,376
Current liabilities REBEE
Trade and other payables H 5 N E AR IR 15 1,003,070 911,680
Contract liabilities ARAaE 67,034 74,903
Bank loans IRITER 70,900 48,477
Interesting-bearing borrowings FFEMBR 16 2,824,408 -
Deferred income RIEW z= 7,894 4,379
Current taxation BIEAFH I8 - 198,625
Total currentliabilies ~~ ~ #®fxm&®s 00000000 | 3,973,306 |  1,238064
Net current (liabilities)/assets RE(EE) EESE (1,772,020) 819,312
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Consolidated Statement of Financial Position
e BRI &R

at 30 June 2022 — unaudited
(Expressed in Renminbi)

RZZEZZFXRXA=+H —REEZ

(MARBZ7)

At At
30 June 31 December
2022 2021
R=-ZTE=-= N-ZE——4F
ANAB=+H +-—A=+—H
Note RMB’000 RMB'000
M5 ARET T ARBFIT
Total assets less current liabilities BEERAHERS 6,840,415 9,303,517
Non-current liabilities kRBERE
Bank loans RITER 661,907 544,900
Deferred income IRIEW 25 190,208 137,730
Interest-bearing borrowings FPEER 16 - 2,600,125
Total non-currentliabilites ~~ #®¥gpyasE 00000 | 852,115 | 3282755
Net assets FEE 5,988,300 6,020,762
Capital and reserves EARRHE 17
Share capital P& 879,968 879,968
Reserves G 4,895,515 4928313
Total equity attributable to equity ~ Z< /A T #E25 IR R PE(L 45
shareholders of the Company 5,775,483 5,808,281
Non-controlling interests FEiERE S 212,817 212,481
Total equity R 5,988,300 6,020,762

The notes on pages 63 to 92 form part of this interim financial report.
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Consolidated Statement of Changes in Equity
MERRBER

for the six months ended 30 June 2022 — unaudited

(Expressed in Renminbi)

BEZ-_—_FXNA=Z1+HIEAEA — RKEEZ

(AAREZ7)
Attributable to equity shareholders of the Company
FRARERRRER
Non-
Share Capital Statutory Retained controlling Total
capital reserve reserve earnings Total interests equity
BE  BERRRE OiERE RERF it JeEiER -
Note RMB000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
WiE ARBFT ARETT ARETT ARETT ARETR AREFR ARETX
Balance at 1 January 2021 R-B--F-A-AMES 879,968 1,105,582 328,69 2576857 4891103 212,556 5103659
Changein equity for the sixmonths HZ-Z=—-%£;:H=1H
ended 30 June 2021: EABANEREE
Loss and total comprehensive income  BIRBER 2 AMELE
for the period - - - (507,028) (507,028) 51 (506977)
Balance at 30 June 2021 and RZBZ-£XA=1THR
1July 2021 ZEC-FLA-AMEH 87998 1105582 386% 2069829 4384075 22607 459682
Changes in equity for the sixmonths HZ-Z-—%
ended 31 December 2021; +-ZA=+-H
EAEANREED :
Loss and total comprehensive income  BIREER 2 AMSLE
for the period - - - (80,621) (80,621) (126) (80,747)
Assets obtained from the controlling B IRIRREVGHEE
shareholder 14 - 1,504,827 - - 1504827 - 1504827
Balance at 31 December 2021 R-B=-f£+-f=t-8
ket 879,968 2610409 328,69 1,989,208 5,808,281 212481 6,020,762

The notes on pages 63 to 92 form part of this interim financial report.
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Consolidated Statement of Changes in Equity
mEERBEHR

for the six months ended 30 June 2022 — unaudited
(Expressed in Renminbi)

HE-Z - —FXAZF+HIEAER — REEX

(AAR¥BZ27)
Attributable to equity shareholders of the Company
ARARERREE
Non- Total
Share Capital Statutory Retained controlling equity
capital reserve reserve earnings Total interests
RE  EXRE  iERE  REEA Az FERER Arn

RMB000  RMB'000  RMB'OO0O  RMB000  RMB'000  RMB'000  RMB'000
ARBTR ARBTR ARMTR ARBTR ARBTR ARETR ARETR

Balance at 1 January 2022 RZB-Z%#-F-86

3 879,968 2,610,409 328,696 1,989,208 5,808,281 212,481 6,020,762

Change in equity for the BE-Z--EXRA=TH
sixmonths ended 30 June 2022: LAEANEEES
Loss and total comprehensive income BB ER 2 AMEEE

for the period - - - (32,798) (32,798) 336 (32,462)
Balance at 30 June 2022 RZZE-ZFxA=1A
e 879,968 2,610,409 328696 1956410 5775483 212817 5988300
The notes on pages 63 to 92 form part of this interim financial report. Fe3EE N B KB AT BRI SRS
— &85 o
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Condensed Consolidated Cash Flow Statement

BHRGREHRERER

for the six months ended 30 June 2022 — unaudited

(Expressed in Renminbi)
HE-ZTZ

(AAREZ7)

ZERA=THIEARER — RE

=

R

Six months ended 30 June

BEAA=THIEREAR

2022 2021
—=E=-= —E-—F
RMB’000 RMB'000
ARET R AREF T
Operating activities KETEH
Cash generated from/(used in) operations KEEL/ (FTR)MBESE 407,693 (457,968)
The People’s Republic of China (the “PRC”) B X ey EA R AR
corporate income tax paid (B (RS (255,266) (3,827)
Net cash generated from/(used in) meESTEEE(FTA)W
operating activities REeFE 152,427 (461,795)
Investing activities RETE
Interest received BUF B 3,174 8115
Payments for purchase of property, EBEYE  WENMREMFE
plant and equipment (289,646) (261,262)
Payments for development cost 8 2 BT 5B (37,080) (68,963)
Payments for purchase of intangible assets BEETAEEMNKIE (100,167) (94,319)
(Increase)/decrease in restricted cash ZIRER S (), m (54,152) 86,979
Proceeds from disposal of property, LEWE - BB B
plant and equipment Fri8 5078 942 19
Net cash used in investing activities RETHHEANRSFE (476,929) (329,431)
Financing activities Al E B
Proceeds from bank loans RITERATSHRIA 260,765 276,399
Repayments of bank loans BERITERK (115,075) (153,603)
Finance costs paid ERVE AR (54,964) (49,189)
Other borrowing costs paid B EMEERAR (38,060) -
Net cash generated from financing activities Bi & EBIEL WE EFE 52,666 73,607
Net decrease in cash and cash equivalents R&RREZEER BHL (271,836) (717,619)
Cash and cash equivalents at 1 January R—BA—HWBESRBESEEEHE 1,131,121 2,044,967
Effect of foreign exchange rate changes HNEERSFHHNTE (188) 294
Cash and cash equivalents at 30 June RAAR=TENRERBEEEHEER 859,097 1,327,642

The notes on pages 63 to 92 form part of this interim financial report.

Notes to the unaudited interim financial reports
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Notes to the Unaudited Interim Financial Report

AR

BASIS OF PREPARATION

This interim financial report has been prepared in accordance with
the applicable disclosure provisions of the Rules Governing the
Listing of Securities on The Stock Exchange of Hong Kong Limited
(the “Stock Exchange”), including compliance with International
Accounting Standard ("I1AS") 34, Interim Financial Reporting, issued by
the International Accounting Standard Board (“IASB"). It was

authorised for issue on 26 August 2022.

The interim financial report has been prepared in accordance with
the same accounting policies adopted in the 2021 annual financial
statements, except for the accounting policy changes in Note 2 that

are expected to be reflected in the 2022 annual financial statements.

Notwithstanding the Group’s net current liabilities of
RMB1,772,020,000 as of 30 June 2022, these interim consolidated
financial statements have been prepared on a going concern basis.
Based on the future projection of the Group’s cash flows from
operations and the anticipated ability of the Group to renew or
rollover of its banking or other financing sources, the Company's
board of directors considered that the Group are able to generate
adequate cash flow to finance its continuing operations and its
planned and/or committed capital expenditure for the twelve
months from the end of the reporting period of this interim financial
report. The directors are of the opinion that the assumptions and
sensitivities which are included in the cash flow forecast are
reasonable and that it is appropriate to prepare the interim

consolidated financial statements on a going concern basis.

The preparation of an interim financial report in conformity with I1AS
34 requires management to make judgements, estimates and
assumptions that affect the application of policies and reported
amounts of assets and liabilities, income and expenses on a year to

date basis. Actual results may differ from these estimates.
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BASIS OF PREPARATION (continued)

This interim financial report contains condensed consolidated
financial statements and selected explanatory notes. The notes
include an explanation of events and transactions that are significant
to an understanding of the changes in financial position and
performance of the Group since the 2021 annual financial
statements. The condensed consolidated interim financial
statements and notes thereon do not include all of the information
required for a full set of financial statements prepared in accordance

with International Financial Reporting Standards (“IFRSs").

The interim financial report is unaudited, but has been reviewed by
KPMG in accordance with Hong Kong Standard on Review
Engagements 2410, Review of interim financial information performed
by the independent auditor of the entity, issued by the Hong Kong
Institute of Certified Public Accountants (“HKICPA"). KPMG's
independent review report to the Board of Directors is included on

page 55.
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AR

CHANGES IN ACCOUNTING POLICIES

The Group has applied the following amendment to IFRSs issued by
the IASB to this interim financial report for the current accounting

period:

Amendment to IFRS 16, Property, plant and equipment: Proceeds

before intended use

Amendments to IAS37, Provisions, contingent liabilities and
contingent assets: Onerous contracts — cost of fulfilling a

contract

These amendments have not had a material effect on how the
Group's results and financial position for the current or prior periods
have been prepared or presented in this interim financial report. The
Group has not applied any new standard or interpretation that is not

yet effective for the current accounting period.

REVENUE AND SEGMENT REPORTING

Management has determined operating segments with reference to
the reports reviewed by the chief operating decision maker of the
Group that are used to assess the performance and allocate

resources.

The chief operating decision maker of the Group assesses the
performance and allocates the resources of the Group as a whole, as
all of the Group’'s activities are considered to be primarily dependent
on the performance of sales of pharmaceutical products. Therefore,
the Group’s management considers that there is only one operating
segment under the requirements of IFRS 8, Operating Segments. In

this regard, no segment information is presented for the period.
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(Expressed in Renminbi unless otherwise indicated)

(B = A5 - HUAREZ5)

3 REVENUE AND SEGMENT REPORTING (continued) 3

Disaggregation of revenue

Disaggregation of revenue from contracts with customers by major

products is as follows:

BEREMORKEETLEMNZE:
BT

Six months ended 30 June

BEAA=Z+THLAEA

2022 2021
—==-= B —F
$’000 $'000
FET FHET
Revenue from contracts with customers J& F BB Bf 5 R &5 22 A
within the scope of IFRS 15 FI5HEEARNN
REEFEHNZEEE
Sales of anti-viral drugs HETREEY 1,012,403 57,300
Sales of endocrine and metabolic drugs SHE R D W R H Y 42,469 34,193
Sales of cardiovascular drugs SHELE 29 76,327 44,207
Sales of anti-infective drugs SHE UL EY) 41,714 39,354
Sales of other medical products and SHEHM B N A B
license fee 120,395 27,192
1,293,308 202,246

Analysis of the Group’s revenue and results by geographical market

has not been presented as 100% (the six months ended 30 June

2021: 100%) of the revenue are generated from the Mainland China.

AAREBE100%(BHE_TZ_—F X
BA=+H8IEEA : 100%) #) = %5
KEEPW’@ - AL H R 2 53R E 5

GH R EEE X ERFEENDNT o
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R

SEASONALITY OF OPERATIONS

The Group's key product, Kewei, is a type of anti-viral drugs for the
treatment and prevention of influenza. The Group experiences a
higher sale in first and fourth quarter of a year due to the fact that
outbreaks of influenza tend to be a seasonal nature and is more

prevalentin the spring and winter.
For the twelve months ended 30 June 2022, the Group reported
revenue of RMB2,004,850,000 (twelve months ended 30 June 2021:

RMB466,654,000), and gross profit of RMB1,343,568,000 (twelve
months ended 30 June 2021: RMB366,513,000).

(LOSS)/PROFIT BEFORE TAXATION

(Loss)/profit before taxation is arrived at after (charging)/crediting:

(@) Other net expenses

B2 P 5 B 8 R B

(Expressed in Renminbi unless otherwise indicated)

(B =B - HUAREZ5)

EENEEHM

AEEZOERAEE BB LA
PIRBERTUR T EY - ARNRBRE
BREHE BERLFTHERE
B BAKREESFE - RFNFE
HERHMFER -

HE-_ZT-_—FXXA=ZtHIL+=-@
A AEESRHEEBFARE
2004850000 T (Bl 2 =T = —F X A
=T HIETZEA - AR 466,654,000
TL) - REF AREE 1343568000 7T (
E-F-—FXA=THIt+ @A :
NEREE 366,513,000 7T) °

BRBLAT (B518),EF

BriAT (B18), s AT (FIBR),FEA
AT EBESH

(a) HMFXFEHE

Six months ended 30 June

BEAA=Z+THLAEA

2022 2021

—E-= —E-—F

RMB’000 RMB'000

ARETR ARETT

Interest income B WA 3,174 8,115

Government grants BT B 9,250 11,275

Net loss on disposal of fixed assets HERTEEE 2 FEE (353) (4,983)
Fair value change on conversion option 8k A AJ 8832 (& % 7 LR

embedded in convertible bonds AR EEEE (i 16)

(Note 16) (8,522) (93,936)
Impairment loss on intangible assets ERAEREEE (fE)

(Note 9) (19,177) -
Net foreign exchange (loss)/gain FE 3, (B518) W as %58 (126,149) 23,076
Others Hity g 71 (102)

(141 ,706) (56,555)
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xR

(BB EEBAN  HUAREBZ7)
5 (LOSS)/PROFIT BEFORE TAXATION (continued) 5 MREAT(EE) SRR @)
(b) Finance costs (b) RERAK
Six months ended 30 June
BEXA=tHLAEA
2022 2021
—E-—F —E-—4F
RMB’000 RMB'000
ARET T ARBFIT
Interest on bank loans RITEFRR S 17,974 10,197
Interest on other borrowings (Note 16)  E & EF B (Kt 16) 128,593 118,904
146,567 129,101
Less: interest expense capitalised into W EEIRRNER 2
construction in progress A= (9,554) (9,803)
Total #ast 137,013 119,298
Other it
(c) er items © HibEE

68

Six months ended 30 June

BEANA=tTHILEAREAR

2022 2021
—EB-—F —E-—F
RMB’000 RMB'000
ARET R ARBF T
Amortisation cost of intangible assets RS EBEA A (HiFE9)
(Note 9) 114,847 84,207
Less: amount capitalised as development & : & E R E AL
costs in intangible assets RS e (13,490) (13,490)
,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, 101,357 | /0717
Depreciation cost of fixed assets (Note 8) & E & EHTEM A (FI5E8) 73,609 46,567
Less: amount capitalised as development  J : & E R E AL
costs in intangible assets S HE5E (901) (2,096)
,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, 72,708 | 44471
Write-down/(reversal) of inventories FEMR,(BE) (FFE11)
(Note 11) 22,980 (480)
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(Expressed in Renminbi unless otherwise indicated)

(B =B - HUAREZ5)

6 INCOME TAX 6 MEH

Six months ended 30 June

BEANA=tTHIEREA

2022 2021
—E-CF —E-—4F
RMB’000 RMB'000
ARETR AREEF T
Current tax BIHARL1E
Provision for PRC corporate income tax HAR R B 1 PR S BEH
for the period 31,270 35
Under-provision for PRC corporate income @7 EE R B ¥ FriSH
tax in respect of prior years BT R 6,123 3,511
37,393 3,546
Deferred tax ELEBE
Origination and reversal of temporary Py Ee E 4 RO
differences (41,333) (84,773)
(3,940) (81,227)

(M) The PRC corporate income tax rate is 25% for the six months
ended 30 June 2022 and 2021.

(i)~ The PRC Corporate Income Tax Law allows enterprises to
apply for the certificate of "High and New Technology
Enterprise” ("HNTE") which entitles the qualified companies to
a preferential corporate income tax ("CIT") rate of 15%. The
Company was recognised as HNTE and enjoyed a preferential
CIT rate of 15% for the six months ended 30 June 2022 and
2021.

BE-_SE-_—FRKR-_FT——
NAZ+TRHILEANEA  REM
EMEHERY A 25% °

FRMEMSHEAFTEER
FEREA [ mEFEMmEE] (.
FRMEE]D  6ERARA
BHELZESLEMSGHRE
(T ZEFTB R ]) 15% 55 49
BTSN - ARRIERE
AEREFRTNAE HEZZT
ZZERZEZ—FRA=T
HIEARMEA - AlRERMEMR
BREE 150 8F -

<
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(Expressed in Renminbi unless otherwise indicated)

(B = A5 - HUAREZ5)

7 LOSS PER SHARE 7 SBREE
(a) Basicloss per share (a) BREXERE

The calculation of basic loss per share is based on the loss
attributable to equity shareholders of the Company of
RMB32,798,000 (six months ended 30 June 2021:
RMB507,028,000) and the weighted average number of
879,967,700 ordinary shares in issue during the six months
ended 30 June 2022 and 2021.

(b) Diluted loss per share (b)

Diluted loss per share for the six months ended 30 June 2022
and 2021 were the same as the basic loss per share as the
share options outstanding during the period have an anti-

dilutive effect on the basic loss per share.
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(Expressed in Renminbi unless otherwise indicated)

(B =B - HUAREZ5)

8 FIXED ASSETS 8 EEE
Ownership
interests in
Office leasehold
Plantand equipment Motor Construction land held
buildings ~ Machinery  and others vehicles inprogress  Sub-total for own use Total
BERRAZ
BAERE HELH
BERET B REf AE  RRIE Nt FERRS @t
RMB'000 RMB000 RMB'000 RMB000 RMB'000 RMB000 RMB'000 RMB000
ARETR ARETR ARETR ARETR ARETR ARETR ARETT ARETR
Cost: A
At1January 2021 WZE-—-F—-f—-H 1021434 349,208 228,266 2252 1,186,638 2,787,798 375,782 3,163,580
Additions AE 54147 5021 3699 - 41410 484,277 19,966 504,243
Transfer from construction in BERTREY
progress 504,805 402,180 119,591 1 (1,026,588) - - -
Disposals RE (4699) (3677) (2430) - (13516) (24322 - (24322)
At31 December 2021 RIB--%
+-A=t-H 1575687 752,732 349,126 2,264 567,944 3247753 395,748 3,643,501
Additions NE 4797 1,076 700 - 98,743 105316 - 105316
Transfer from construction in BERIREY
progress 105333 13112 42569 - (161,014) - - -
Disposals RE - (1303) (1522) - - (2825) - (2825)
At 30 June 2022 R-B-ZE
AAZtH 1685817 765,617 390873 2264 505673 3,350,244 395,748 3745992
Accumulated depreciationand R3HTER B :
amortisation:
At 1 January 2021 R-E-—%—-f—-H (115,388) (111,446) (70873) (430) = (298,137) (29737) (327874)
Charge for the year FRINk (33969) (32051) (29793) Q1) = (96,024) (8,264) (104,288)
Written-back on disposals NEERHH 878 2412 1926 - - 5216 - 5216
At31 December 2021 RIB--%
+ZA=t+-H (148479) (141,085) (98,740) (641) - (388,945) (38,001) (426,946)
Charge for the period FRk (25223) (24,660) (19321) (107) - (69311) (4.298) (73,609)
Written-back on disposals REERH - 541 989 - - 1530 - 1530
At 30 June 2022 R-B-—%
~AZTH (173,702) (165,204) (117,072) (748) - (456,726) (42299) (499,025)
Carrying amount: fRAE
At 30 June 2022 R-B-—%
~NAZtH 1512115 600413 273801 1516 505,673 2893518 353449 3,246,967
At 31 Decernber 2021 RIBZ-F
+-A=t-H 1427208 611,647 250,386 1623 567944 2858808 357,747 3,216,555
-
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FIXED ASSETS (continued)

(i)

YICHANG HEC CHANGJIANG PHARMACEUTICAL CO,, LTD. / INTERIM REPORT 2022

As at 30 June 2022, the Group was applying for certificates of
ownership for certain properties, with carrying value of
RMB551,358,000 (31 December 2021: RMB513,291,000). The
directors of the Company are of the opinion that the use of
and the conduct of operating activities at the properties
referred to above are not affected by the fact that the Group

has not yet obtained the relevant property title certificates.

As at 30 June 2022, amount of RMB161,090,000 (31 December
2021: RMB83,828,000) of the ownership interests in leasehold
land held for own use, amount of RMB289,640,000 (31
December 2021: RMB258,397,000) of construction in progress
and amount of RMB716,533,000 (31 December 2021:
RMB262,150,000) of plant and buildings were held in pledge

for bank loans.

8

EEEE &)

(i)

RZFEZZFXA=+H =&
SEEFREEEAARKE
551358000 L (ZE = —F+=
A=+—8: AE%513291,000
T E TYHERFEAERE
E-ARAEERREERN
RSB EXEBRE
WAREEER LA MERKS
R o

RZFEZZFXA=F+H" A
R#161,090000 L (ZE=—F
+ZA=+—H: AR¥
83,8280007T ) WIS 1EE A 2
ErAEREER AR
289640000 (ZE - —F+ =
A=+—8 : AR%¥258397,000
T)EEIRBRBREARE
716,533,000 (ZF = —F+=
A=+—8 : AR% 262,150,000
TO) R RIEFIERRITER
IR o
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(Expressed in Renminbi unless otherwise indicated)

(Bx

SEEBRI  HUAREZ5)

INTANGIBLE ASSETS 9 EFEE
Drugs' intellectual
property rights
ENNRER
Capitalised Patent for
development  Hepatitis C Generic
costs drugs drugs Insulin Total
Exf Ly
RS ENER| it REZ @zt
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARBTT ARETR ARETT ARETT ARETR
Cost: B
At 1 January 2021 RZE-—4%-F—H 1,173,161 848,021 831,642 42,580 2,895,404
Addition through internal development B RERRI %312 136,568 - - - 136,568
Acquisition from related party Ie) RAEEE 77 B - - 638115 - 638115
Transfer from development costs to patents  F1% % HE & EF (108,383) - - 108,383 -
At31 December 2021 WZE-_—-4%+-A=1-H 1,201,346 848,021 1,469,757 150963 3,670,087
Addition through internal development BRI EBFI B FT1E 4571 - - - 4571
Acquisition from related party Bl Y ¢ , , 20381 . 20381
At 30 June 2022 RZZ-ZFxA=tH 1,247,057 848,021 1,490,138 150963 3736179
Accumulated amortisation: RiHEs
At 1 January 2021 RZE=—4%—RA—H - (102301) (81,028) (2484) (185813)
Charge for the year FRAk - (67481) (1M,851) (6.968) (186,300)
At 31 December 2021 RZE--5+-R=+-H - (169,782) (192,879 (9452) (372113)
Charge for the period Hmk = (33,741) (73,558) (7,548) (114847)
At30 June 2022 RZB-—FxA=1H = (203523) (266437) (17,000) (486,960)
Impairment loss: HEEE
At 1 January 2021 RZE-_-F5-f-H = = - & -
Recognised in the year ERFET - - (25,984) . (25,984)
At 31 December 2021 W-E-—F+-f=+—H - - (25,984) - (25,984)
Recognised in the period HRRET - - (19177) . (19177)
At30.June 2022 R-F-—FXA=tH - - (45,161) - (45161)
Net book value: BREFE -
At 30 June 2022 R=E-—F,:A=1H 1,247,057 044498 1,178,540 133,963 3,204,058
At31 December 2021 W-Z-—-#+-fA=t+-H 1,201,346 678,239 1,250,89/% 14151 3,271,990
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INTANGIBLE ASSETS (continued)

(i)

YICHANG HEC CHANGJIANG PHARMACEUTICAL CO,, LTD. / INTERIM REPORT 2022

As at 30 June 2022, the capitalised development costs were

under development and not yet ready for use.

In 2018 and 2019, the Company entered into two acquisition
agreements with Sunshine Lake Pharma Co, Ltd. (&SR B ¥
B ER /A A]) (‘Sunshine Lake Pharma”), which was a related
party of the Group and has become the controlling shareholder
of the Company since December 2021, to acquire 33
pharmaceutical products’ know-how, intellectual property
rights and ownership rights (“Target Products”) from Sunshine
Lake Pharma with a total consideration of RMB2,131,635,000,
which comprised a prepayment of RMB1,065,817,000, serval
milestone payments totalling RMB577,888,000 and contingent
payments of RMB487,930,000 subject to the future sales of the
Target Products. As at 30 June 2022, the Group had made
accumulated payments of RMB1,492,120,000 (31 December
2021: RMB1,391,953,000) to Sunshine Lake Pharma, in which
RMB1,490,137,000 (31 December 2021: RMB1,469,756,000) was
transferred to intangible assets after the China National Medical
Products Administration (the “NMPA”") approvals for 29 (31
December 2021: 28) out of the Target Products has been
obtained as at 30 June 2022.

BEEE®)

(i)

RZEZZFXA=+H &
AMeABEZHEERFAEHE
AR AT o

RZEBE-—NFRZZZT—NF -
RAREERRGHELGR
NRANTERRGEEE]) (R
SEBEBAIRE-TZ—F
TZRAREK AR RIERR
R RIS B E s - AR
8 A R % 2,131,635,000 7T [A] & B
RSN EEREBEEZRNR
MRE - M ERRTA®E
(TERER]  BREPIEE
S E AR ¥ 1,065,817,000 7T
ETERBRNREEARK
577,888,000 7T R AT K AR
5 487,930,0007C © R T B ZEE
MEORRBEEME R=F
“—FERNA=1H AEEE
EETMERRBEHEET A
R #1,492,120000( Z & = —
F+-_A=+—H: AR¥
139195300070 ) + HA AR
1490,13700070( = & = — &
+ZA=+—H: AR¥
1469,756,0007C ) R ZE = — 4
ANAZTt+EBRBEEEST
ZTAE(ZEZ—F+=A
=+—H8: =+ /UR)NFPEEH
REREETER(H#ER])
X BEAEBREE -
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AEBRTHYBEREM T

(Expressed in Renminbi unless otherwise indicated)

9 INTANGIBLE ASSETS (continued) 9

(i) Impairment review on the intangible assets of the Group has
been conducted by the management as at 30 June 2022. As
price decreased after included in the national centralised
procurement, the estimated recoverable amount of 3 generic
drugs, which were determined based on value-in-use
calculations, were less than their carrying amount. The
differences were approximately RMB19,177,000 (six months
ended 30 June 2021: nil) in total based on the impairment
evaluation result, which was recognised as impairment loss in
the “other income and loss” in the consolidated statement of

profit or loss and other comprehensive income.

(B =B - HUAREZ5)

BEEE®)

(iff)

RZFEZZFA=1+H &
BECHASEREEEET
WEEM BHAMABRESD
HEEERERM TR =&
FRIGER (5T A Y B & 58 (FR{P
REBEFEEE)ENERE
B RBERETGHER =8
AFT XA AR 19177,0007T (B
EZFT—FXA=1+HIEA
A &) RirsBEakEM
2HRERPH [ HMKA K
BB NERBRERBSE -

10 PREPAYMENTS 10 FA{SFIE
At At
30 June 31 December
2022 2021

RZE-_—F RZZE=-—F

AA=t+E t-A=t-H
RMB’000 RMB'000
ARBTE  ARET:

Prepayments for property, ME - BB MR TARMN IR
plant and equipment

189,242 64,825

Y o

e
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REBZTHYBEREM T

(Expressed in Renminbi unless otherwise indicated)

(B = A5 - HUAREZ5)

11 INVENTORIES 11 78
At At
30 June 31 December
2022 2021
R-ZE—C— RZFE=Z—F
AA=+A +=A=+-H
RMB’000 RMB'000
AR¥ET T AREFT
Raw materials R 218,204 227442
Work in progress TR 63,926 35,077
Finished goods RUAY T 29,325 7,002
Goods in transit &S 3,866 10,175
315,321 279,696
The analysis of the amount of inventories recognised as an expense EEZAHST WA ABEZNEESE
and included in profit or loss is as follows: DT
Six months ended 30 June
BZEXA=1tHILEAEA
2022 2021
—E=-= T
RMB’000 RMB'000
AR® T ARBTIT
Carrying amount of inventories sold BEEFEREE 224,331 95,471
Write down of inventories T B0 23,560 5,244
Reversal of write-down of inventories FEMRED (580) (5,724)
Cost of inventories sold BEFEKRAR 247,311 94,991

76  YICHANG HEC CHANGJIANG PHARMACEUTICAL CO, LTD. / INTERIM REPORT 2022



Notes to the Unaudited Interim Financial Report

AEBRTHYBEREM T

(Expressed in Renminbi unless otherwise indicated)

(B =B - HUAREZ5)

12 TRADE AND OTHER RECEIVABLES 12 EZREMERE

As of the end of the reporting period, the aging analysis of trade
debtors and bills receivable (which are included in trade and other
receivables), based on the invoice date and net of allowance for

doubtful debts, is as follows:

HEREHR  BUERRERER
(BEtAE S REMBEKGRIE) HER
H HA R A B R ER R Y BR B0 9 A7 40
T

At At
30 June 31 December
2022 2021

RZE-_—F RZE=-—F
ANB=tH +-A=+—H

RMB’000 RMB'000
ARET T ARET T
Within 3 months 3ME AR 470,190 403,721
More than 3 months but within one year #8318 A8 1E R 256,369 69,403
More than 1 year HBiE1F 272 5917
Trade and bills receivable, net of JRE BB TR K PR M R
allowance for doubtful debts Nk REREE 726,831 479,041
Other receivables, net of allowance H b IGEIE - HIBR REREMH
for doubtful debts 38,442 10,487
Prepaid tax and deductible TR IE R AT TS E
value-added tax 40,453 57,263
Financial assets measured IREBBK A ENTREE
at amortised cost 805,726 546,791

Trade receivables are generally due within 30-90 days from the date
of billing. Bills receivable is due in 3 or 6 months from the date of
billing. All of the trade and other receivables of the Group are

expected to be recovered within one year.

Bills receivable with carrying value of RMB66,177,000 (31 December
2021: RMB13,116,000) were pledged as securities of issuing bills
payables by the Group as at 30 June 2022.

FEU R R — AR B % AR EE B HA#E AT 30
EORARIH - BEREAELR
BHBE3HEANDIE - A&
BFAE 5 N EA R W IR IR AS A
R—FrikmE -

REEAARM65177000T(=ZF
SE—tr=Z J=—0E 3 ARES
13,1160007C) M EKR EZHREER =T
TZEANA- TR ERASE
TENER2EMR -
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(Expressed in Renminbi unless otherwise indicated)

(B = A5 - HUAREZ5)

13

14

78

CASH AND CASH EQUIVALENTS

13 RERFEEEER

At At
30June 31 December
2022 2021
R==F=Z= RZEZ—F
AA=+H +=ZA=+—H
RMB’000 RMB'000
AR¥ET T AREFT
Cash at bank RITRE 1,005,241 1,223,113
Less: restricted cash B XBRFIIR & (146,144) (91,992)
Cash and cash equivalents in the REBESRERFTHRS R
cash flow statement BeEEER 859,097 1,131,121

FINANCIAL ASSETS MEASURED AT FVPL

14 BAREETEAESE

ABEZHNEREE
2022 2021
=== —E-—F
RMB’000 RMB'000

ARBTR ARBTT

Investments not held for trading VI EEEMNIRE
— Unlisted equity securities — JE E ARG

1,789,621 1,789,621

The unlisted equity securities are shares in Sunshine Lake Pharma.

In 2021, the Company was granted with 10% equity interest in
Sunshine Lake Pharma at nil consideration from Shenzhen HEC
Industrial Development Co,, Ltd. CRIITT R K EERER AR,
“Shenzhen HEC Industrial”) in connection with the Company agreed
to enter into a revised non-completion agreement. The Company
recognised the granted equity interest as FVPL at its fair value of
RMB1,770,385,000 when it obtained the control of the equity interest
in July 2021. Meanwhile, the Company recognised RMB1,504,827,000
as capital reserve after netting off tax payables of RMB265,558,000,

which was in relation to this transaction.

FLETRAB R BERRBG I EER

{/'\ °

RZEZ—F BRARFREEIZ
KIEFTR R RERTIHE - AQFE
RN RE N EEEEBR AR (DR
JRGHEE]) BERTERRSGK
GEER)10%RHE - RATR T —
F+ ABUSIRER SRR - LLER
A EEAR,770,385000 7T MR KE
BREREARBEAEEEZE S
Az o AR RIIBRBBEZZ K
FERTRIIB A R #E 265,558,000 T8 » A&
N aERAREE1,504827,000 T B E
INGEM o
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(Expressed in Renminbi unless otherwise indicated)

15 TRADE AND OTHER PAYABLES 15

As of the end of the reporting period, the aging analysis of trade
creditors and bills payable (which are included in trade and other

payables), based on the invoice date, is as follows:

(B =B - HUAREZ5)

B R EAEARKE

B R IR - R R
(B AZ SR AN H0E) RRE
IR ERE I AT -

At At

30 June 31 December

2022 2021

Rn=-—Z=-= RZFE=Z—F

AA=tH +ZH=+—H

RMB’000 RMB'000

AR¥ET T AREFT

Within T month TME AR 40,520 19,264

1to 3 months 12318 A 56,891 28910

Over 3 months but within 1 year BA3EAEIFA 75,962 52,270

Over 1 year B 4,077 14,878

Total trade and bills payables TENBEER R ENEE A% 177,450 115,322

Amounts due to related parties e B RS 5 5RIE 25,259 833816

Value added tax and other taxes payable & {E T N H b FE i 18 21,607 52,130

Accrued payroll and benefits JEET TE RAEH 85,917 88,216

Accrued expenses et &R 541,339 334,580

Other payables for purchasing fixed assets 38 B [& 7€ & £ 2 H th fE 5 FUB 125,639 198,936

Other payables H At T FRIE 25,859 38,680
Financial liabilities measured at BERNTFTECSRAE

amortised cost 1,003,070 911,680
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80

BIAAREZ7)

INTEREST-BEARING BORROWINGS TR
At At
30 June 31 December
2022 2021
R==T=Z= N_T_—%F
~NA=tH +=-A=+—H
RMB’000 RMB'000
ARET T ARET T

Convertible bonds AlEmE S

— Current — BNHER 2,824,408 -
— Non-current — JERNER - 2,600,125
2,824,408 2,600,125

YICHANG HEC CHANGJIANG PHARMACEUTICAL CO,, LTD. / INTERIM REPORT 2022

On 20 February 2019, the Company issued a tranche of 1,600
convertible bonds with an aggregate principal amount of
USD400,000,000 (equivalent to approximately
RMB2,702,320,000 translated at the then exchange rate). Each
number of bond has a face value of USD250,000 and a
maturity date of 20 February 2026. The bonds bear interest at
3.0% per annum payable semi-annually in arrears on 30 June

and 31 December of each year. The bonds are unsecured.

As the convertible bonds do not contain an equity
component, the conversion option embedded in the
convertible bonds above is measured at fair value and the
liability component is carried at amortised cost. No conversion
or redemption of the convertible bonds has occurred up to 30
June 2022. The convertible price was adjusted to HK$14
(equivalent approximately to RMB12 translated at the then
exchange rate) per conversion share according to the adjusted
net profit of the Company for the year ended 31 December
2021.

RZE-—NF_AZ+H =K
AN EEIT— 160017 B 7] iR
BEH AL sBEAEHAR
400,000,000 7T (FHE R AR
% 2,702,320,000 7T (1% & ¥ (& =X
BhE)) - B—HEFNEER
250000kt B HIA R F
ZRFZAZ+H - EBHFEF
FIE30%:T 8« WIRFFHR
BENASNA=+TBRT A
=t+t—HBo2HIN - BEFAE
IR o

BARATERESTESERDD
7 Flg AT BB ESNE
BERARBESE MBE
Bt BIIR SR AR DI BR - BV R
ZEZFRNA=+H A&\
EiRol D A EIRES - RIK
AR E—_T=-—F+=A
“+—HLEFEMERAELD
B AEREEARSERE
BmEmH14BT(HERDOAR
BT URERERRE)) o
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S P I B R R B

(Expressed in Renminbi unless otherwise indicated)

INTEREST-BEARING BORROWINGS (continued)

The bondholders have the right to redeem all or any portion
of the convertible bonds on or before the mature date upon
occurrence of the breach of covenants agreed in the
subscription agreement. In 2020, the bondholders informed
the Group that the aggregate capital expenditure incurred by
the Group for 2020 exceeded RMB150,000,000 and such
excess capital expenditure was incurred without the consent
of the bondholders under the subscription agreement.
Accordingly, a covenant was breached with the effect that the

convertible bonds became repayable on demand.

The Group has obtained certain waiver letters from the
bondholders during 2020 and 2021. The latest waiver letter
dated on 30 September 2021 and pursuant to the letter, the
bondholders agreed to waive their right of early redemption

on the convertible bonds until T January 2023.

FRERSRE 2022 / B

16

(i)

Br BN -

BAAREZ7)

STEER®E)

BEHFEABRERRERZB
TEHMRAEBEERE EU%H
2 BB B 2 JP s 2B 5
EIRES o F_?_7¢1
ERAEANGHNRER  A5H
RZE_EFEEMEATH
HREERR B AR 150,000,0007T
BZBEEARATHTINARER
BHBRETEAREAREY
ERTEL - At XEEE
BEREFH-BRZONEREZ
2 BUEAERESFEREL

i -
RoF-BER-F-—F
AEEDREESBEANE

THERM - RIEORE XM
MR -_F-_—FNLA=1
B MREZEG BE5FHE
ARERERERERBELER

BrRHOEN BEE T =%
—HA—HIk-
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(B = A5 - HUAREZ5)

16 INTEREST-BEARING BORROWINGS (continued)

(i)  The convertible bonds recognised in the consolidated

82

16 itEEF &)

(i) AEBELZRAMBARRREZD

statement of financial position of the Group are analysed as AlEBEAESN IO
follows:
Liability Derivative
component  component Total
BEHG TETARG e
RMB'000 RMB'000 RMB'000
ARBTT AR®BTT AR®TET
At 1 January 2021 RZZEZ—F—H—H 2,253,219 221,598 2,474,817
Fair value change on conversion ik A A] (& 35 1)
option embedded in IR AR EBEEE
convertible bonds - 93,936 93,936
Accrued interest FERT & 118,904 - 118,904
Interest paid BT A (38,992) - (38,992)
Exchange gain PE & W e (23,370) - (23,370)
At 30 June 2021 RZZEZ—FXA=1TH 2,309,761 315,534 2,625,295
Fair value change on conversion A A] E#a {& 5 )
option embedded in IR AR BEEE)
convertible bonds - (79,775) (79,775)
Accrued interest FERTFIE 124,448 - 124,448
Interest paid ERFLE (38,910) - (38,910)
Exchange gain M 5 Y am (30,933) - (30,933)
At 31 December 2021 R-_T_—F
+=—A=+—H 2,364,366 235,759 2,600,125
Fair value change on conversion ik A A S48 (& 51
option embedded in s AR BEEH
convertible bonds - 8,522 8,522
Accrued interest JEFH B 128,593 - 128,593
Interest paid ERFLE (38,257) - (38,257)
Exchange loss E i B8 125,425 - 125,425
At 30 June 2022 RNZEZZFA=+AH 2,580,127 244,281 2,824,408
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17 CAPITAL, RESERVES AND DIVIDENDS

(a)

(b)

(c)

Notes to the Unaudited Interim Financial Report

AEBRTHYBEREM T

(Expressed in Renminbi unless otherwise indicated)

Dividends

(Br =B RS

BAAREZ7)

17 EX - BHERKRE

(a KE

(i) No interim dividend for the six months ended 30 June (i)

2022 and 2021 was proposed.

(i) No final dividend in respect of the previous financial (i)

year was approved during the six months ended 30

June 2022 and 2021.

BE-_ZT-_—_ck=-F%
——FRXA=tHIEXAE
B EEZEIRT K

=1
/Tn

BE_T_—_K_-Z
——FEXA=F+HIENE
AR A B EE

B REAAR B -
Share Capital (b) B
Ordinary shares, issued and fully paid ERITRAZEZER
At 30 June 2022 At 31 December 2021
R-EBZ-ZF R-ZF-_—F
~A=1+H TZA=+—H
No. of shares RMB’000  No. of shares RMB'000
BROBE AR¥ETR RihEE ARBTT
Ordinary shares, issued and B 81T RS2
fully paid: TFE
Asat 30 June/31 December WA =+8/
+=—A=+—H 879,967,700 879,968 879,967,700 879,968
Equity settled share-based transactions () UERZZEHENBRHOIEARS
No share options were granted nor exercised during the six Bz _—_— =R ===4F

months ended 30 June 2022 and 2021.

NA

=tRLEARER  BEXR

kAT AR B A A
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18

84

FAIR VALUE MEASUREMENT OF FINANCIAL 18 SR TAENAIAREBEE
INSTRUMENTS
(a) Financial assets and liabilities measured at fair value (a) URAAEBEFTENESREER

(i)  Fairvalue hierarchy

The following table presents the fair value of the
Group's financial instruments measured at the end of
the reporting period on a recurring basis, categorised
into the three-level fair value hierarchy as defined in
IFRS 13, Fair value measurement. The level into which a
fair value measurement is classified is determined with
reference to the observability and significance of the

inputs used in the valuation technique as follows:

Level 1 valuations: Fair value measured using only
Level 1 inputs i.e. unadjusted quoted prices in
active markets for identical assets or liabilities at

the measurement date

Level 2 valuations: Fair value measured using
Level 2 inputs i.e. observable inputs which fail to
meet Level 1, and not using significant
unobservable inputs. Unobservable inputs are

inputs for which market data are not available

Level 3 valuations: Fair value measured using

significant unobservable inputs

YICHANG HEC CHANGJIANG PHARMACEUTICAL CO,, LTD. / INTERIM REPORT 2022
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18 FAIR VALUE MEASUREMENT OF FINANCIAL

Notes to the Unaudited Interim Financial Report

RAEEZ P HA B 1 3R S AT
(Expressed in Renminbi unless otherwise indicated)

(Fr=EEP - BAAREZ5)

INSTRUMENTS (continued)

(@) Financial assets and liabilities measured at fair value

(continued)

(i)

Fair value hierarchy (continued)

The Group has a team headed by the finance manager
performing valuations for the conversion option
embedded in convertible bonds. The team reports
directly to the chief financial officer and the audit
committee. A valuation report with analysis of changes
in fair value measurement is prepared by the team at
each interim and annual reporting date, and is reviewed
and approved by the chief financial officer. Discussion
of the valuation process and results with the chief
financial officer and the audit committee is held twice a

year, to coincide with the reporting dates.

(%)

18 TR ITEMN A AEBEE

(a) UQABEEFENERMEER
BEE)

(i)

RABEER(E)

AEERE —Hh P BHE
BRENEN - H]RAR
HERES 2 BT,
B - B ER A%
ELBERREEWME - &
BT R P HIMFEERE
RHRE DM RRE
EFf EEHN[ERS
iR B E S R
e - BERPHAEME
“EZ B g EEBRE NG
RAETMRES T - 7w A
HIERE B HEYA -

o

Fair value measurements as at

30 June 2022 categorised into

Fair value R=B-=FXA=1HH
at30June DMEEHESES
2022 Level 1 Level 2 Level 3
R-2-2F
~A=TH
ZRAREE F14 F28 34
RMB'000 RMB’000 RMB'000 RMB’000
ARBTR ARBTT ARET T ARET T
Recurring fair value BEHDNAEETE
measurement
Financial assets measured at FVPL BANEEHEALE
STABRNEREE
— Unlisted equity securities — ¥ FmRAES 1,789,621 - - 1,789,621
Convertible bonds MEBES
— Conversion option (Note 16(ii)  — B4 (Fif & 16(i)) 244,281 - s =
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18 FAIR VALUE MEASUREMENT OF FINANCIAL 18 SRTANAABEEGTE
INSTRUMENTS (continued) (4&)
(a) Financial assets and liabilities measured at fair value (a) URAAEBEFTENESREER

(continued)

(i)  Fairvalue hierarchy (continued)

Fair value at
31 December

2021

TZRA=1-
ZBR(EE
RMB000

m

8& (&)
(i) RAREEERE)
Fair value measurements as at

31 December 2021 categorised into

R-B-—E+-A=1+—0H

ArEENENER
Level 1 Level 2 Level 3
F1 i £33
RMB'000 RMB'000 RMB'000

ARBTT  ARETR  ARETE ARETR

Recurring fair value REMDNAEEE

measurement

Financial assets measured at FVPL SR AN EEE A EEH

FAERNEREE
— Unlisted equity securities — L RAEES 1789621
Convertible bonds ERES
— Conversion option (Note 16(ii) ~ — &4 (FfzE 16(iii) 235,759

- - 1,789,621

- 235759 -

During the six months ended 30 June 2022 and 2021,
there were no transfers between Level 1 and Level 2, or
transfers into or out of Level 3. The Group's policy is to
recognise transfers between levels of fair value hierarchy
as at the end of the reporting period in which they

occur.
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18 FAIR VALUE MEASUREMENT OF FINANCIAL

Notes to the Unaudited Interim Financial Report

RAEEZ P HA B 1 3R S AT
(Expressed in Renminbi unless otherwise indicated)

(Fr=EEP - BAAREZ5)

18 TR ITEMN A AEBEE

INSTRUMENTS (continued) (4&)
(a) Financial assets and liabilities measured at fair value (a) URAAEBEFTENESREER
(continued) =L AC=)
(ii)  Valuation techniques and inputs used in Level 2 fair (i) ZF2AAEBETEFE
value measurements FA B9 & 55 15 F By A B 3%
The fair value of conversion option embedded in &=t RARRRR B MOBE 4
convertible bonds in Level 2 is the estimated amount REITIRMDE - F 28]
that the Group would pay to terminate the option at AR E(ES 2 IR 2
the end of the reporting period, taking into account the DREBEAAEBERS
underlying share price and the potential shares IR E T LASR B R
outstanding to be converted. hETE%E
(b) Fair values of financial assets and liabilities carried at (b) UAABEUMNARIENS
other than fair value MEERABAAEE
The carrying amounts of the Group’s financial instruments 75 [ R AR N of B 35 AN AR B BR
carried at cost or amortised cost were not materially different MERTARAERAN_-Z
from their fair values as at 30 June 2022 except for the ——FERA=+tHHAREE
following financial instruments, for which their carrying TEEAZE LTS/ T
amounts and fair value are disclosed below: Ak ZEem T ENERA
BRAREEEENAT
At 30 June 2022 At 31 December 2021
R=B=-Z=f R-E_—%
AHA=+H +=-A=+—H
Carrying Carrying
amount Fair value amount Fair value
REE AREE REE AREE
RMB’'000 RMB’000 RMB'000 RMB'000
ARBTR AR®TR ARETT AR%TR
Convertible bonds Al EnE S
— Liability component —BEHS 2,580,127 2,308,479 2,364,366 1,965,898
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(BREEERAIN  HUARKZT)
19 CAPITAL COMMITMENTS 19 BAREIE
Capital commitments outstanding at 30 June 2022 not provided for RZZEZZFA=1+H  EHHH
in the interim financial report were as follows: R E R BERN R BITENREDN
T
At At
30 June 31 December
2022 2021
R=B==F R_T_—F
AA=+H +t-A=+—H
RMB’000 RMB'000
AR® TR ARBTFT
Contracted for =REIES)
— Acquisition of fixed assets —EBEETEE 459,992 405,686
— Acquisition of intangible assets —BEREE 1,648,930 1,715,378
2,108,922 2,121,064
20 MATERIAL RELATED PARTY TRANSACTIONS 20 EXFEBARS

88

During the six months ended 30 June 2022 and 2021, the directors
of the Company are of the view that related parties of the Group

include the following:

Name of related party

BB B

BHE_Z - K- -—FA
Zt+HIEAREA  KRAREFRAEAR
EEMBEE A BIENTES

Relationship with the Group
BEAEEABAR

HEC Biochemistry Pharmacy Co,, Ltd. (B & B G X E(L BB HRAR])
("HEC Biochemistry Pharmacy”)
HERGHAEREFR AR ([RELE(RLEE])

Sunshine Lake Pharma (BR RIGHHEEER A A])
FERRG B
Shaoguan HEC Packaging and Printing Co,, Ltd.

B G Y B2 BB BR A 7)) (“Shaoguan HEC Printing”)
ARG B ENRBRAR ([HRERE R )

effectively owned by the ultimate
controlling shareholder
HEREIERBRRESESR

effectively owned by the ultimate
controlling shareholder
HEREIERBRRESESR

effectively owned by the ultimate
controlling shareholder
HEREIERBRRESESR
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20 MATERIAL RELATED PARTY TRANSACTIONS

Notes to the Unaudited Interim Financial Report

(continued)

Name of related party

BAERTS B8

B2 P 5 B 8 R B

(Expressed in Renminbi unless otherwise indicated)

(B =B - HUAREZ5)

20 EXBEBAERS &)

Relationship with the Group
BB RER

Yichang HEC Power Plant Co,, Ltd. (BE &R [FH X HEEHFRAF])
BEERBHMNNETHERAT([REHRANEE])

Yidu Shanchengshuidu Project Construction Co., Ltd.

(BEBIL /K BB EE TR AR A F]) (“Yidu Construction”)
BHESILKEEETIZRBR AR ([ EHBEE])

Ruyuan HEC Pharmaceutical Co,, Ltd. (FLIRERF5 L BEZEFRR )
FLRRG N EEGR AR ([FLRRG L EEZE])

Yidu Changjiang Machinery Equipment Co., Ltd.

HERTIEWREER AR (BRI THEMERE]

Shenzhen HEC Industrial CRINTTRIG B X ERBR A A])

HEC Medicine Retail Chain Co, Ltd. (RGBT EEHFR A F])
RGHETEEHARRAA([REAETE])

Dongguan HEC Pharm R&D Co,, Ltd. (BREEER 5 Y MR EGR A F))
RERGIEYHEER AR ([REREBCEYHE])

Ruyuan Dongyangguang Intelligent Technology Co., Ltd.

(FLIRE S5 B se BHE B BR A A]) (‘Ruyuan HEC Intelligent Technology”)
FURRE RS g B ER AR ([FURRE L EeERHE )

*

("HEC Power Plant”)

("Ruyuan HEC Pharmaceutical”)

(B RITIHEMREERAF)
("Yidu Machinery Equipment”)

RYNREBHREE

ZS

("HEC Medicine Retail”)

("Dongguan HEC Pharm R&D")

The English translation of the above companies’ names is for reference only. The
official names of these companies are in Chinese.

effectively owned by the ultimate
controlling shareholder
AREIERRRESER

effectively owned by the ultimate
controlling shareholder

AR R ESHER

effectively owned by the ultimate
controlling shareholder
AEERRRERER

effectively owned by the ultimate

controlling shareholder

HREIEREREDSER

effectively owned by the ultimate
controlling shareholder

HERRIERBRRERESR

effectively owned by the ultimate
controlling shareholder
AEIERRRESER

effectively owned by the ultimate
controlling shareholder

AR R E SR

effectively owned by the ultimate
controlling shareholder

HERRIERBRRERESR

ERARBWHORXEZERSE - %
FERFRIMESBBATXEHE

Y o
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(Br=EHEE5

20 MATERIAL RELATED PARTY TRANSACTIONS

90

(continued)

BIAAREZ7)

(@) Transactions with related parties

(a)

During the six months ended 30 June 2022 and 2021, the

Group entered into the following material related party

transactions:

HEBLT XS

S —

20 EXBEBAERS &)

— ==

=

NA=+BIERER  A&EE
RIMATEANBEB RS

Six months ended 30 June

BEXNA=tTHIEREA

2022 2021
—E-—F —E-—F
RMB’000 RMB'000
AR®T T AREEF T
()  Purchase of goods from: () BUATEABEER:
— Shaoguan HEC Printing — EREA RS S B 9,099 1,562
— Ruyuan HEC Pharmaceutical — IRR G B 14,088 9733
— HEC Power Plant —REHNNEE 13,135 10,573
— HEC Biochemistry Pharmacy — R A R g 17,297 22,987
— Ruyuan HEC Intelligent Technology — FLREEG B BE R 180 -
53,799 44,855
(i) Accept service from: (i) BEXUATEFRE :
— Sunshine Lake Pharma — BRRGEE 41,473 12,328
— HEC Biochemistry Pharmacy — RS RsE 1,593 1,858
— Yidu Construction — EHEE 4,588 26,044
— Others — HAty 19 -
47,673 40,230
(i)  Lease assets from: (i) MUATEFEEEE
— Dongguan HEC Pharm R&D — RERG YT 1,113 1113
— Others — Hb 462 _
1,575 1,113
(iv)  Payments past through: (v) BBUTZHRR:
— Shenzhen HEC Industrial —RIREHREE 8,482 4,338
— Sunshine Lake Pharma — BRRG R EE 12,088 20,527
20,570 24,865
(v)  Proceeds arise from Target vy, BRERELEN
Products: FTiS 5008
— Sunshine Lake Pharma — BRRG R EE 86,515 12,844
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B2 P 5 B 8 R B

(Expressed in Renminbi unless otherwise indicated)

(Br =B RS

20 MATERIAL RELATED PARTY TRANSACTIONS

(continued)

(@) Transactions with related parties (continued) (a)

BAAREZ7)

20 EXBEBAERS &)

EEBE RS (F)

Six months ended 30 June

BEAA=+THLEAEAR

2022 2021
—E-C—F T —F
RMB’000 RMB'000
AR® T ARET T
(vi)  Sales of goods to: V) MUATEGHEEE®:
— Sunshine Lake Pharma — ERRGEE 4,427 1,919
— Others — HAh 65 312
4,492 2,231
(vii)y  Purchase of fixed assets from: iy MATEFHEEE
BE
— Yidu Machinery Equipment — BRI T AR B 4,401 2,746
(viii) Purchase of intangible assets from:  (viii) [A]LA N & 7R
BE
— Sunshine Lake Pharma — ERRGEEE 20,381 244,056
(b) Balances with related parties (b) EEBAHES ML ER
(i)  Amounts due from related parties (i) FEWEEEHE
At At
30 June 31 December
2022 2021
R-B=-=—F RZT-—%F
AA=tAE t-A=+-8
RMB’000 RMB'000
AR¥ T ARET T
Prepayment to and trade TERT IR R EY AR
receivable from: FZHWE SFA
— Sunshine Lake Pharma — ERRRG B 143,970 47,984
— Others — EA 189 =
144,159 47984

-

]
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xR

B RERE M EE

(Expressed in Renminbi unless otherwise indicated)

(B = A5 - HUAREZ5)

20

92

MATERIAL RELATED PARTY TRANSACTIONS 20 ERBEBMAERS &)
(continued)
(b) Balances with related parties (continued) (b)

(i)  Amounts due to related parties

SARAH S VA ER (F)

(i) FEREB S R

At At
30 June 31 December
2022 2021

R-B-=F RP-_T-—F
~AA=t+H +=ZA=+—H
RMB’000 RMB'000
AR%T ARBFT

Trade payables and other payables to: JEffIA T & HHIE S5 &
E At 518 -

— Yidu Construction — HA R 9,209 5413
— Sunshine Lake Pharma —BRREGEEE 12,327 77,803
— Shaoguan HEC Printing — FRRAEEG L EN R 3,687 348
— Yidu Machinery Equipment — HEBRT M R 36 252
25,259 83816
() As at 30 June 2022, the Group'’s bank loans amounted to (0 RZZE-D—_F,A=1+H" K

RMB235,765,000 (31 December 2021: RMB87,875,000) were
guaranteed by Shenzhen HEC Industrial and its subsidiaries.
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REGISTERED NAME

YiChang HEC ChangJiang Pharmaceutical Co., Ltd.

DIRECTORS

Executive Directors
Mr. JIANG Juncai

Mr. WANG Danjin

Mr. CHEN Yangui

Mr. LI Shuang

Non-executive Directors
Mr. TANG Xinfa (Chairman)
Mr. Eddy HUANG

Independent Non-executive Directors
Mr. TANG Jianxin

Mr. ZHAO Dayao

Ms. XIANG Ling

Mr. LI Xuechen

REMUNERATION AND EVALUATION COMMITTEE

Ms. XIANG Ling (Chairman)
Mr. TANG Jianxin
Mr. JJANG Juncai

AUDIT COMMITTEE

Mr. TANG Jianxin (Chairman)
Mr. TANG Xinfa
Mr. ZHAO Dayao

NOMINATION COMMITTEE

Mr. ZHAO Dayao (Chairman)
Mr. Eddy HUANG
Ms. XIANG Ling
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DNEEF

SUPERVISORS

Mr. TANG Jinlong
Mr. LUO Zhonghua
Mr. WANG Shengchao

JOINT COMPANY SECRETARIES

Mr. PENG Qiyun
Mr. WONG Wai Chiu

AUTHORIZED REPRESENTATIVES

Mr. TANG Xinfa

West Fourth Floor, Building 106

Huafa North Road, Futian District, Shenzhen
Guangdong Province, the PRC

Mr. WONG Wai Chiu

40th Floor, Dah Sing Financial Centre
No. 248 Queen’s Road East

Wanchai, Hong Kong

REGISTERED OFFICE

No. 38 Binjiang Road
Yidu, Yichang

Hubei Province

the PRC

PRINCIPAL PLACE OF BUSINESS IN THE PRC

No. 38 Binjiang Road
Yidu, Yichang

Hubei Province

the PRC
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PRINCIPAL PLACE OF BUSINESS IN HONG KONG

40th Floor, Dah Sing Financial Centre
No. 248 Queen’s Road East

Wanchai

Hong Kong

PRINCIPAL BANKER

China Construction Bank Co,, Ltd.
Qingjiang Branch

56 Changjiang Avenue

Yidu, Hubei Province

the PRC

INTERNATIONAL AUDITORS

KPMG

Certified Public Accountants

Public Interest Entity Auditor registered
in accordance with the Financial Reporting
Council Ordinance

8/F, Prince’s Building

10 Chater Road, Central

Hong Kong

DOMESTIC AUDITORS

KPMG Huazhen LLP

PRCLEGAL ADVISORS

Jia Yuan Law Offices

F408 Ocean Plaza

158 Fuxingmennei Avenue
Xicheng District

Beijing

the PRC
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YNGR

HONG KONG LEGAL ADVISORS

Jia Yuan Law Office

17/F

No. 238 Des Voeux Road Central
Sheung Wan

Hong Kong

H SHARE REGISTRAR
Computershare Hong Kong Investor Services Limited
Shops 1712-1716, 17th Floor, Hopewell Centre

183 Queen’s Road East
Wanchai, Hong Kong

STOCK CODE

01558

COMPANY’S WEBSITE
www.hec-changjiang.com

LISTING PLACE

The Stock Exchange of Hong Kong Limited
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