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Financial Highlights

MBRE

Sixmonths  Sixmonths
ended ended
30 June 30 June
2023 20 Year ended 31 December
AN
:ngi :g:ii BET-A=t-ALEE
(RMB'000) (AR®T) AAE+H ~A=+H 2022 2021 2020 2019
EAER EAER —T--fF —E-—% —Z-TF —ZT-HE
Revenue HER 3,209,002 1293308 3,744952 913788 2348113 6224024
Gross profit ES 2,563,937 960657 2846074 483699 1996566 5302202
Profit/(loss) from operations WRF/(BR) 1,398,121 100611 321,068 (423377) 1254640 247355
(Loss)/profit before taxation BREA (B18B) %A 1,261,853 (36,402) 39422 (667,184) 1010434 2,269,053
(Loss)/profit attributable to equity ~ AN7A ARz AR R
shareholders of the Company JElL (B518), /A 1,029,495 (32,798) 76,603 (587,649) 839455 1918709
(Losses)/earnings per share Bl (58),/BF
Basic (RMB cent) ER(ARE : 9) 17 @ 9 67) 95 216
Diluted (RMB cent) HEARE :5) 117 @) 9 67) 53 207
Total assets BEE 13,444,196 | 10813721 11889800 10541581 9561267 9912339
Total liabilities BaE 6,350,271 | 4825421 5819799 4520819 4457608 5289184
Net assets FEE 7,093,925 5988300 6,070,001 6,020,762 5103659 4623155
Profitability BHRED
Gross profit margin ER& 79.9% 74.3% 76.00% 529% 85.0% 85.2%
Operating profit margin IR IR 43.6% 7.8% 8.6% 46.3% 534% 39.7%
Net profit margin FHEE 31.9% -2.5% 13% -64.3% 35.7% 30.6%
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YiChang HEC ChanglJiang Pharmaceutical Co,, Ltd. (the “Company” or “HEC
CJ Pharm’, together with its subsidiaries, collectively the “Group”) is a
pharmaceutical manufacturing company that focuses on the production,
sales and development of pharmaceutical products in the therapeutic
areas of anti-infectives, endocrine and metabolism. 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 ChanglJiang 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.

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 2023, the Company has 1,767
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. In 2019, 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 type of drug which meets the standard in China. In
2020, it continued to be included as part of the Influenza Treatment
Guidance (2020 version) K EITHERE 2B T R(ZZE T FHR))
published by the National Health Commission. In 2022, the Company’s
Oseltamivir Phosphate products continued to be shortlisted in the
Medicines List for National Basic Medical Insurance, Work-Related Injury
Insurance and Maternity Insurance (2022) ({BIREAEBERKE - THR
SAMEBRBRE R B (= F = — F))) issued by the Ministry of

Human Resources and Social Security of China.
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Corporate Profile
NGB

In addition, the Company has built strategic cooperative partnerships with
various renowned pharmaceutical enterprises. The Company reached a
strategic cooperative partnership with China National Accord Medicines
Corporation Ltd. (Shenzhen Stock Exchange: 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 relevant products 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* (7 BIFL &30 U2 5 &
5T FT), National Engineering Technology Research Center for Drugs of
Emergency Prevention and Control* (BdZR & &7 2R 46 ) T R2 B it 75
3 and Sunshine Lake Pharma Co., Ltd.* (B R[5 B ERR N AR A7),
previously known as R[5 K 2 ¥ FR A 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 believes that the abovementioned strategic cooperative
partnerships will bring favourable development prospects for the

Company's business.

BESN - ARREFELMBBELCRET T
BRAERHBAER: EEHEKE X
EXBRNAERAABCRINEHZRXF
000028.52) FRK T BB S 1ERHHRIER - A fE
BEEBER-_Z-N\FEAMT: &
MBBEEERNDBRIF(AMED R
Y BRESIFERGZ - Bt ARRSE
fn A BB R IR R T UM B B
IR B (OTO) RERH=FHNER
R BPEMBERERERSHR

FERRG I EEBRNOERRR (FIEAE
RERGHREXAERAA [BERRBEXE
RDBRIEBMHAE B SRR
BEVBARESHZEENERBEGRESR
LFEBRAZNBZTED L - AAFIHE
& MEBBAERE BE/AARE
B AR RN BERATR

o
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Corporate Profile
NG Sl

The Company always adheres to the development strategies of AAGIIAKEBFEEREL - Gk 2821
professionalism, branding and differentiation. The Company is committed ~ K3 R B BE - A REITERNITE[REG
to creating unique brand characteristics and core competitiveness of ‘HEC ¥ RIT# ¥ | BAE N RS EMZ 05
CJ Pharm” in the industry and creating additional value for the vast  JJ » BEAREHEE RS ERHEMAIE

pharmaceutical consumers and our partners. BE(EE -

In the future, the Company will further expand its product lines and  7EARK KRG EE— S LEERE  H
markets, enhance the international production standards and quality of its ~ A5 RIEA E RABEBR{EAEZERE

products and continue to expand the coverage of promotion and salesto & @ #EBEE AT BHEERINEHENE
facilitate further growth of business and profitability of the Company, 2 » LAB#E AR B ZE K N AT fE H i —
striving for higher economic benefits and cost effectiveness for our K - AEKIREEZIE 5075 F
investors. IR

MHIERE 2023 / HERBA R TELRH AR AT 5



Management Discussion and Analysis
BEEENWR DN

6

INDUSTRY REVIEW

In the first half of 2023, with the overall lifting of restrictions for the
pandemic, we saw continuous breakthroughs in the research and
development of innovative drugs, gradual improvement in medical
resources, strengthening of supervision, and also substantive
progress in the internationalization process. However, at the same
time, the global pharmaceutical industry continued to face various

challenges and opportunities.

In the first half of 2023, pharmaceutical companies in the PRC have
made significant progress in the research and development of
innovative drugs, including anti-infectives and endocrine and
metabolic drugs, etc. Following three years of the COVID-19
pandemic, public awareness on the prevention and control of other
infectious diseases has gradually raised. This trend has prompted
pharmaceutical companies to adjust their strategies, invest more
resources in research and development and enhance production
initiatives in order to meet market demands. Not only have
pharmaceutical companies accelerated the progress in research and
development of new medicines, they have also enhanced the quality
of their drug products and productivity. There has been an increasing
number of market participants in the anti-viral drugs market, and
competition in such market has become growingly keen. In order to
gain a competitive edge over competitors in the fiercely competitive
environment, companies have strengthened their marketing and
brand promotion, so as to promote brand awareness and product
competitiveness. With the people’s growing health awareness and
the continuous improvement of medical standards, the demand for
endocrine and metabolic drugs has also gradually increased, and
different new drugs were introduced to the market. The research and
development of these new drugs not only brings better results in
treating patients, but also increases these pharmaceutical companies’
competitiveness and market share, and therefore, the endocrine and
metabolic drug market is gradually maturing. These innovative
research results provide patients with more treatment options,
thereby creating business opportunities for pharmaceutical

companies.

.
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Management Discussion and Analysis

INDUSTRY REVIEW (continued)

To further optimise the allocation of healthcare resources for society,
the relevant regulatory authorities in the PRC have also taken a series
of measures to enhance the construction of primary healthcare
institutions, promote telemedicine and alleviate poverty through
healthcare, with a view to improving the standard of healthcare and
quality of services in rural areas. In addition, the pharmaceutical
enterprises in the PRC continued to actively expand into the
international market. With the PRC pharmaceutical industry’s
technological advancement and enhanced international influence,
an increasing number of the PRC’'s pharmaceutical enterprises
entered the international market and actively participated in
international pharmaceutical research and development co-
operation and market competition. Some of these PRC's
pharmaceutical enterprises have achieved remarkable results in
overseas markets which further enhanced the global status of the

pharmaceutical industry in the PRC.

Overall, the pharmaceutical industry in the PRC has made certain
important breakthroughs and progress in the first half of 2023.
Innovations in pharmaceutical technology, the control of epidemics,
the launch of innovative drugs, the improvement in healthcare
resources, the strengthening of supervision and internationalization
progress have all had a positive impact on the development of the
industry. However, in the future development, the pharmaceutical
industry in the PRC needs to step up efforts in innovation and
strengthen international co-operation in order to solve the
challenges faced by the industry and provide better healthcare
services to people around the world. With the research and
development of new drugs and drug market expansion, the
pharmaceutical companies in the PRC have the opportunities to
further enhance their research and development capability, expand
market share and improve patient’s quality of life. Given this context,
it is believed that the PRC's pharmaceutical industry will have a more

prosperous future.
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Management Discussion and Analysis
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BUSINESS REVIEW

1.

Summary of Overall Results

For the six months ended 30 June 2023, the Group's revenue
amounted to RMB3,209.0 million, representing an increase of
148.1% as compared to the corresponding period in 2022.
Profit and total comprehensive income attributable to equity
shareholders of the Company was RMB1,029.5 million,
representing an increase of RMB1,062.3 million as compared
to the loss and total comprehensive income attributable to
equity shareholders of the Company of RMB32.8 million for
the six months ended 30 June 2022. The Group recorded
good results for businesses in all pipelines due to the overall
lifting of restrictions by domestic epidemic prevention and
control policies, the gradual improvement in socio-economic
performance, the normalization of flow of people and daily
social activities, and the recovery of overall visitor flow,
treatment activities and drug prescription volume of end-user

medical institutions.

In terms of specific performance, for the six months ended 30
June 2023, revenue from Kewei (Oseltamivir Phosphate),
Ertongshu (Benzbromarone Tablets), Oumeining (Telmisartan
Tablets), Olmesartan Tablets and Linluoxing (Moxifloxacin
Hydrochloride Tablets), being the Company’s core products,
accounted for 89.8%, 1.2%, 1.2%, 0.7% and 0.7% 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.

YICHANG HEC CHANGJIANG PHARMACEUTICAL CO., LTD. / INTERIM REPORT 2023
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Management Discussion and Analysis

Il. BUSINESS REVIEW (continued)

1.  Summary of Overall Results (continued)

(1)

Anti-viral paediatrics business pipeline represented

by Kewei (Oseltamivir Phosphate)

For the six months ended 30 June 2023, sales revenue
generated form Kewei (Oseltamivir Phosphate), a core
product of the Group, amounted to RMB2,880.5 million,
representing an increase of 186.4% as compared to the
corresponding period of 2022. In the first half of 2023,
the Group was firmly committed to academic
promotion and brand building. In the in-hospital
market, the Group has been increasing the activities in
academic promotion to constantly strengthen the
influence of Kewei among doctors and patients,
especially paediatricians and parents. In the out-of-
hospital market, the Group has been implementing the
concept of brand building to establish Kewei as the No.
1 brand of anti-influenza drugs through brand building
and doctor-patient education over the years and to
continuously enhance the brand recognition of Kewei

among patients.
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Management Discussion and Analysis
BEEENWR DN

Il. BUSINESS REVIEW (continued) = - REEMOE®)
1. Summary of Overall Results (continued) 1. BEESER(E)

(2) Chronic disease business pipeline represented by 2) LEEZELBAREZAEFER
insulin
In the chronic disease business represented by insulin, AEFEEUBEEERARK
the Group has also made rapid advancement in terms FIETREBR A HEMERD
of insulin products, of which the Group’s Recombinant +odiR NEEREEE
Human Insulin Injection and Insulin Glargine Injection EmPEAABES =TS
have both won the tender for centralized procurement. BARHEBESZT5K

The Group has continued to strengthen its professional
promotion team, enhance the training and
professionalism of its regional and provincial sales staff,
and optimise and integrate the channels at various
levels such as grade hospitals and grassroots terminals,
so as to drive the business of the chronic disease
pipeline into a period of rapid growth. Currently, the
Group has an insulin promotion team comprising nearly
500 staff, who have developed over 5,000 terminal
institutions, laying a solid foundation for faster growth

in the future.
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Management Discussion and Analysis
EEENWmE DM

Il. BUSINESS REVIEW (continued)

1.  Summary of Overall Results (continued)

(3)

New Drugs Represented by Emitasvir

The Group'’s new drugs, represented by Emitasvir, have
attained a satisfactory business progress. The National
Health Commission and eight other departments
promulgated the Action Plan Against Public Health
Hazards of Hepatitis C (2021-2030) (€38 Bk 7 B fF 4
N BEE R FTE I E T E(2021-20305F)))
in 2021, which requires that, within a period of 10 years,
the clinical cure rate of antiviral treatment for hepatitis C
patients should exceed 95%, and the treatment rate of
chronic hepatitis C should exceed 80%. With these goals
in mind, the Group has conducted targeted
development and promoted the establishment of
diagnosis and treatment protocols in Henan, Sichuan,
Jiangsu and many other provinces in the PRC, getting
actively involved in the elimination of Hepatitis C. At this
stage, Emitasvir Phosphate has been selected into the

National Medical Insurance Drug List.

Z - ¥EEDEE)
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Management Discussion and Analysis
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BUSINESS REVIEW (continued)

1.

Summary of Overall Results (continued)

(4)

New Retail

With the gradual enrichment of the variety of Group's
product profile, the Company also attaches great
importance to the construction of the new retail system.
In the first half of 2023, the Group vigorously developed
its pharmaceutical new retail product profile through
cooperating with parties including leading corporates
and sizeable pharmacy chains, so that the growth of the
out-of-hospital retail business could be driven by in-
hospital prescriptions through the combination of
online and offline channels for pharmaceutical new
retail. Currently, the Group’s new retail system has
matured and formed a relatively stable business model.
Pharmaceutical new retail is a very broad market, and
the Company will continue to expand the new retail
product line, increase the market channels for
pharmaceutical retail, and provide patients with more

medical choices with both high quality and fair price.

- ¥EEO R (2)

1.
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Il. BUSINESS REVIEW (continued)

2.

Management Discussion and Analysis

R&D Progress

The Group made outstanding R&D progress in the therapeutic
areas of endocrine and metabolic diseases during the first half
of 2023.

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 was pending submission of new drug
application. Such pharmaceutical products are expected to be
marketed in a rapid manner and generate considerable sales,
and will further increase the integrated strengths of the Group

and improve the revenue structure of the Group.

Acquired/ Expensed
R&D R&D

investment investment

Sli2
S

BEENWE D

EOEE )

WrEER

SEC=FLEE. RAEEE
T8 P19 0 B R A
BTERMER -

AEERERRG I ERWE
ZEBERFAREY  BREA
RUBL SRR 51 7% DA R R B B
RRXEMEF HtERHBC
BIELT ZFEEMBLER
HEATISIL KA BLHE
B NRE-SRERAREEN
REENRBEAEENKRA
R -

Percentage of
Capitalised R&D  Percentage of
R&D investment R&D

investment  inoperating investmentin

amount amount amount revenue operating costs

BA/ HERA k30N HERA HERA

IESIN BRL Bxf g% hEx

Projects ER 8 k] &8 KA LLH BARLL A

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

ARETT ARETT ARETR (%) %)

Rongliflozin ERGRERIE 17,645 - 17,645 0.5% 2.7%
L-Pyroglutamic Acid

Liraglutide FIR B 4,566 - 4566 0.1% 0.7%
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Management Discussion and Analysis
BEEENWR DN

Il. BUSINESS REVIEW (continued) —EFOEE @
3.  Sales Performance Review 3. HERREE
During the six months ended 30 June 2023 (the “Reporting REBEE-_ZT_=FA=+H

LEAREATHEHMDA - A&
EZOEMNEERRIT

Period"), the sales of the Group's core products are as follows:

The revenue of Kewei (Oseltamivir Phosphate) granules
and capsules amounted to RMB2,880.5 million,

accounting for 89.8% of the total revenue;

The revenue of Ertongshu (Benzbromarone Tablets)
amounted to RMB37.7 million, accounting for 1.2% of

the total revenue;

The revenue of Oumeining (Telmisartan Tablets)
amounted to RMB37.0 million, accounting for 1.2% of

the total revenue;

The revenue of Olmesartan Tablets amounted to
RMB21.7 million, accounting for 0.7% of the total

revenue;

The revenue of Linluoxing (Moxifloxacin Hydrochloride
Tablets) amounted to RMB22.7 million, accounting for

0.7% of the total revenue.

Ak (B R Rl &) REAL
HBEMNEEBAARE
28805 B &L (HHBEE
KEFHY 89.8%

BMAEL (KRERF) L
XA ARMITIESE
TG (FAREERER 1.2%

B (BoRAE A )M E
XA ARMEIIOE B
TC IR EERERY1.2%

BEIBEERRNEETEL
ARENTEHET 1188
EZETER0.7%

WEE (BREESER)
MEXBR/ARK27H
BErx HREXEN
0.7% °

The total revenue of the above-mentioned five drugs, being Fats @ REN L ERE 2 ME
SR 93.6% ¢+ BARE B

total revenue. D Em °

the core products of the Group, accounted for 93.6% of the
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Management Discussion and Analysis

Il. BUSINESS REVIEW (continued)

3.

Sales Performance Review (continued)

Kewei, the Company's core product, is the first-line drug for the
treatment of influenza 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) ((RTIHERXE 2
F 2R (ZZF = Z F [ ))) and Medicines List for National
Basic Medical Insurance, Work-Related Injury Insurance and
Maternity Insurance 2022) (Bl R EAREERE - THRE
MEBFRBERBH(ZTZ_F)).

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 2023, the Group has a total of 1,767
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
BEEENWR DN

Il. BUSINESS REVIEW (continued) = HEEOE )

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
governance, 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 in 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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Management Discussion and Analysis

lll. OPERATION RESULTS AND ANALYSIS

1.

Revenue

For the six months ended 30 June 2023, the revenue of the
Group amounted to RMB3,209.0 million, representing an
increase of 148.1% as compared to the corresponding period
of last year. During the Reporting Period, the sales revenue of
the Group's core product, Kewei, amounted to RMB2,880.5
million, representing an increase of 186.4% compared to the
corresponding period of last year. The increase in sales
revenue of Kewei was mainly attributed to the fact that in the
first half of 2023, the Group recorded good results for
businesses in all pipelines due to the comprehensive removal
of restrictions by domestic epidemic prevention and control
policies, the gradual improvement in socio-economic
performance, the normalization of flow of people and daily
social activities, and the recovery of overall visitor flow,
treatment activities and drug prescription volume of end-user
medical institutions. In the first half of 2023, the Group was
firmly committed to academic promotion and brand building.
In the in-hospital market, the Group invested heavily in
academic promotion to strengthen the influence of Kewei
among doctors and patients, especially paediatricians and
parents. In the out-of-hospital market, the Group has been
implementing the concept of brand building to establish
Kewei as the No. 1 brand of anti-influenza drugs through
brand building and doctor-patient education over the years
and to continuously enhance the brand recognition of Kewei
among patients. In the chronic disease business represented
by insulin, the Group has continued to strengthen its
professional promotion team, enhance the training and
professionalism of its regional and provincial sales staff, and
optimise and integrate the channels at various levels such as
grade hospitals and grassroots terminals, so as to drive the
business of the chronic disease pipeline into a period of rapid

growth. In the new drug pipeline represented by emitasvir
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OPERATION RESULTS AND ANALYSIS (continued)

1.

Revenue (continued)

phosphate, the Group has actively participated in the
elimination of hepatitis C through precise development and
promotion of the formulation of local diagnostic and
treatment solutions, and has now achieved precise drug and
test coverage in medical terminals and pharmacies in regions
with a certain degree of prevalence; in the business line of
centralized procurement and new retail products represented
by generics, the Group has actively developed large clinical
varieties that are suitable for centralized procurement,
continuously increased the number of products under
centralized procurement and the number of selected
products, and promoted the expansion of the in-hospital
market through centralized procurement, with the centralized
procurement business becoming one of the important
business segments of the Group. At the same time, the Group
relies on large and medium-sized chain stores and large
e-commerce companies to lay out the new retail of general
pharmaceutical products, so that the growth of the out-of-
hospital retail business could be driven by in-hospital
prescriptions through the combination of online and offline
channels for pharmaceutical new retail. With the progress of
each business line, the Group’s business structure has been
further improved and the integrated strengths of the Group

has been enhanced.
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Management Discussion and Analysis

OPERATION RESULTS AND ANALYSIS (continued)

1.

Revenue (continued)

The following table illustrates the revenue from products of

each therapeutic area of the Group and as a percentage of the

total revenue:

Revenue

For the six months ended 30 June

BEAA=THLAEA

[N

BEENWE D

REZEN DT (B)

1. EXEE)

TRHUFIAEE S AR ANE
RELEREBELEE AL
B

EXHE

Changeas
compared
with the

corresponding

period of

2023 2002 2022

B-2-=f

-g-=k -EoCF Gl -di4

RMB'000 % RMBI000 % %

ARBTR %  ARETL % %

Anti-viral drugs NREEY 2,911,437 90.7% 1012403 783% 187.6%
Including: core product Kewei  Eff : ZOERAE 2,880,538 89.8% 1005913 778% 186.4%
Cardiovascular drugs DIE &Y 83,847 2.6% 76327 59% 9.9%
Endocrine and metabolicdrugs PR R AR EEY) 60,486 1.9% 42469 33% 42.4%
Anti-infective drugs ML EY 55,006 1.7% 41,714 32% 31.9%
Others e 98,226 3.1% 120,395 93% -18.4%
Total Bzt 3,209,002 100.0% 1,293,308 1000% 148.1%
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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 2023, the cost of sales of the Group amounted to
RMB645.1 million, representing an increase of 93.9% as
compared to RMB332.7 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 2023, gross profit of the
Group was RMB2,563.9 million, representing an increase of
166.9% as compared to RMB960.7 million for the six months
ended 30 June 2022, 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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Management Discussion and Analysis
EEENWmE DM

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 loss; (4) fair value change on derivative
financial instruments embedded in convertible bonds; (5)
impairment loss on intangible assets; (6) net profit or loss of
disposal of fixed assets; and (7) other miscellaneous gains. For
the six months ended 30 June 2023, other net expenses of the
Group amounted to RMB140.2 million, representing a
decrease of RMB1.5 million as compared to other net expenses
of RMB141.7 million for the corresponding period of last year,
which was mainly due to a decrease in net foreign exchange
loss, and partially offset by the increase in fair value loss of

financial instruments.
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BEREFN W&

Ill. OPERATION RESULTS AND ANALYSIS (continued) = - {REEZET D4 (2)
5. Expenses Analysis 5. BASWH

For the six months ended 30 June 2023, the Group's expenses
amounted to RMB1,161.9 million in total, representing an
increase of RMB306.5 million as compared to RMB855.4 million
for the six months ended 30 June 2022. The main components

of the Group's expenses are as follows:

BE_E-_=F,A=+81t
ANEAR AEBBAHAFAR
1161988 L BREBEEZT
ZZHERNAZTHLEREAMN
AR AEETIENARKE
65BET e AEEEEER

mEANT

For the six months
ended 30 June
BZA<A=1+HIEAEAR

Change as
compared
with the

corresponding

period of
2023 2022 2022
BR-E—-—

—ZE-= —E-F B4

RMB’000 RMB'000 %

AR¥T T AREFT %

Distribution costs 7 SERAR 755,504 533,105 41.7%

Administrative expenses THEEMX 172,107 149,672 15.0%

R&D cost iR N 98,264 40,906 140.2%
Reversal of impairment 8 5 N EoAh E R IE

losses on trade and VERIEY SEi=EE{El

other receivables (276) (5,343) -94.8%

Finance costs BB AR 136,268 137,013 -0.5%

Total st 1,161,867 855,353 35.8%
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Management Discussion and Analysis

lll. OPERATION RESULTS AND ANALYSIS (continued)

5.

Expenses Analysis (continued)

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 (1) the corresponding
increase in marketing costs driven by increasing sales scale of
the Group’s products; and (2) 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 overall
restrictions for pandemic have been lifted, and 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 pipelines.

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) taxes and
surcharges and other miscellaneous expenses. The increase in
administrative expenses was mainly due to the increase in

taxes and surcharges in tandem with the increase in sales.

For the six months ended 30 June 2023, the Group’s
investment in R&D amounted to RMB120.7 million in total,
representing 3.8% of the revenue and an increase of 39.4% as
compared to the corresponding period of last year, among
which expenses were RMB98.3 million and capitalized

expenditures were RMB22.4 million.

Finance costs mainly include interests on bank loans and

convertible bonds.
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OPERATION RESULTS AND ANALYSIS (continued)

6.

Profit/loss Before Taxation

For the six months ended 30 June 2023, the Group’s profit
before taxation amounted to RMB1,261.9 million in total,
representing an increase of RMB1,298.3 million as compared
to the loss before taxation of RMB36.4 million for the six
months ended 30 June 2022, 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 2023, the income tax
expenses of the Group amounted to RMB237.9 million, and
the income tax credits amounted to RMB3.9 million for the six
months ended 30 June 2022, which was mainly due to the
increase in profit before taxation of the Company.

Profit/loss for the Period

For the six months ended 30 June 2023, the Group recorded a
net profit amounted to RMB1,023.9 million, representing an
increase of RMB1,056.4 million as compared to the net loss of
RMB32.5 million for the six months ended 30 June 2022.

Profit/loss and Total Comprehensive Income
Attributable to Equity Shareholders of the Company

For the six months ended 30 June 2023, profit and total
comprehensive income attributable to equity shareholders of
the Company was RMB1,029.5 million, representing an
increase of RMB1,062.3 million as compared to loss and total
comprehensive income attributable to equity shareholders of
the Company of RMB32.8 million for the six months ended 30
June 2022.
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Management Discussion and Analysis

IV. FINANCIAL POSITION

1.

Overview

As at 30 June 2023, the Group's total assets amounted to
RMB13,444.2 million, with total liabilities of RMB6,350.3 million
and shareholders' equity of RMB7,093.9 million.

As at 30 June 2023, 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)

26

Net Current Assets

The following table sets forth our current assets, current

liabilities and net current assets for the dates indicated.

- BAIEAROR ()

2. RBEEFE

TREHBFINRFHR B BER
BEE RPEABEMRPEE

FE o
As at As at
30 June 31 December
2023 2022
NR-ZB== A=
AA=tH +Z—H=+—H
RMB’000 RMB'000
AR®ET AREFT
Current assets REBEE
Inventories FE 353,545 315,027
Trade and other receivables H 5 R H b EWRIE 1,145,400 1,036,916
Prepayments Tafrt kIR 68,865 59,433
Financial assets measured at BARBEFEEHEE)
fair value through profit or loss SFABTHNERmEE 19,118 290,000
Non-current assets held for sale FEHEZIERBEE - 2,312,320
Restricted cash XREIRe 1,245,373 76,781
Cash and cash equivalents He kIREEEY 3,781,609 923,543
Total current assets RBEELE 6,613,910 5,014,020
Current liabilities RBAE
Trade and other payables B 5 REAMERNFIE 1,509,359 1,718,222
Contract liabilities BREME 43,239 75,386
Bank loans and other borrowings RITER R EMIER 2,003,283 223,343
Interest-bearing borrowings sFEER 1,969,303 2,906,963
Deferred income EIEW 25 8,195 8,195
Current taxation payable BV AT I8 124,417 8672
Total current liabilities BrRBaE 5,657,796 4,940,781
Net current assets BRBEE 956,114 73,239
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Management Discussion and Analysis

IV. FINANCIAL POSITION (continued)

2.

Net Current Assets (continued)

As at 30 June 2023, the Group recorded the total current
assets of RMB6,613.9 million, as compared to RMB5,014.0
million as at 31 December 2022. During the Reporting Period,
the net current assets of the Group increased by RMB882.9
million due to the combined effect of the increase in current
assets by RMB1,599.9 million mainly resulting from the
increase in sales volume of the Company's core product,
Kewei, during the Reporting Period, and the increase in total
current liabilities by RMB717.0 million resulting from the
reclassification of convertible bonds to current liabilities

following the repayment of such bonds.

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 62.96% as at 31
December 2022 to 63.15% as at 30 June 2023 and quick ratio
increased from 0.95 times as at 31 December 2022 to 1.11

times as at 30 June 2023.
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Management Discussion and Analysis
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IV. FINANCIAL POSITION (continued)

28

Cash Flow Analysis

The Group's cash flow is shown in the following table:

M - BRI (2)

4.

BRERDIT

AEERSRBERMTRAR

For the six months

ended 30 June
BEASA=t+THLXMEA
2023 2022
—E—= it~
RMB’000 RMB'000
AR%T R AREFT
Net cash generated from KEEBEERNIRSFAE
operating activities 1,244,799 152,427
Net cash generated from/(used in) WEERHESE, (FR)H
investing activities REFE 1,217,801 (476,929)
Net cash generated from A EEELENIRS EE
financing activities 395,490 52,666
Net increase/(decrease) in cash and ReRBEeEMEER
cash equivalents SEIEAN O ) 2,858,090 (271,836)

For the six months ended 30 June 2023, the Group's net cash
generated from operating activities was RMB1,244.8 million,
and net cash generated from operating activities was
RMB152.4 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 generated from investing activities was
RMB1,217.8 million, representing an increase of RMB1,694.7
million as compared to the net cash used in investing activities
of RMB476.9 million for the corresponding period of last year,
which was mainly due to the increase in proceeds from

disposal of the Target Equity in Sunshine Lake Pharma.
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IV. FINANCIAL POSITION (continued)

4.

Cash Flow Analysis (continued)

In the first half of 2023, the Group’s net cash inflow from
financing activities was RMB395.5 million, representing an
increase of RMB342.8 million as compared to the net cash
inflow of RMB52.7 million for the corresponding period of last
year. The change was mainly due to the increase in proceeds
from bank borrowings and increase in payment for finance

costs.

Bank Loans and Other Borrowings

As at 30 June 2023, the Group's balance of its bank loans and
other borrowings included bank loans of RMB2,297.3 million
and obligations arising from sale and leaseback transactions of
RMB213.1 million, representing an increase of RMB1,595.5
million as compared to RMB914.8 million as at 31 December
2022. The Group is in good liquidity position with sufficient
funding and has no repayment risk. The Group's bank loans
were denominated in RMB and USD as at 30 June 2023.

Capital Structure

As at 30 June 2023, the Group's total equity attributable to
equity shareholders of the Company amounted to RMB6,914.4
million, representing an increase of RMB1,029.5 million as
compared to RMB5,884.9 million as at 31 December 2022. The
increase was mainly due to the profit recorded in the business

operation of the Group during the Reporting Period.
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IV. FINANCIAL POSITION (continued)
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10.

YICHANG HEC CHANGJIANG PHARMACEUTICAL CO., LTD. / INTERIM REPORT 2023

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 2023 with an
aggregate capital expenditure of RMB236.4 million,
representing a decrease of 44.6% as compared to that of
RMB426.9 million for the corresponding period in 2022.

Contingent Liabilities

As at 30 June 2023, the Group had no significant contingent
liabilities, litigation or arbitration of material importance.

Pledge of the Group's Assets

As at 30 June 2023, the Group's land use rights amounting to
RMB322.3 million, construction in progress amounting to
RMB578.6 million, fixed assets amounting to RMB981.0 million,
bills receivable amounting to RMB107.1 million and restricted
cash amounting to RMBT1,109.2 million were pledged to secure
bank loans and other borrowings 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, certain bank loans
and bank deposits denominated in foreign currencies, the
Group does not have any other material direct exposure to
foreign exchange fluctuations. The Group entered into foreign
currency option contracts with banks to mitigate the currency
risk arising from certain of its bank loans of USD45.0 million
denominated in US dollars.

10.
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IV. FINANCIAL POSITION (continued)

11.

12.

Employee and Remuneration Policies

As at 30 June 2023, the Group has a total of 4,499 employees.
The staff costs, including directors” emoluments but excluding
any contributions to pension scheme, were approximately
RMB304.7 million for the six months ended 30 June 2023. 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 ended 30 June 2023, apart from the foreign
currency option contracts with banks to mitigate the currency
risk arising from certain of its bank loans denominated in USD,
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 2023, there were no
significant investment, material acquisition and disposal of
subsidiaries and associated companies and joint ventures by

the Group.

Future Plans for Material Investment or Capital Assets

As at the date of this report, the Group does not have any

future plan for material investment or acquisition of material

capital assets.

V. OTHERSIGNIFICANT EVENTS
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Partial Repurchase of the H Share Convertible Bonds

The Company entered into a bond purchase agreement with
the bondholders (the “Sellers”) on 13 January 2023, pursuant
to which the Company agreed to purchase certain bonds (1)
in the aggregate principal amount of US$28,911,534 from the
Sellers at the total purchase price of US$40,000,000 on or
before 31 January 2023 (the “First Tranche of Repurchased
Bonds"); and (2) in the aggregate principal amount of
US$43,11
US$60,000,000 on or before 28 February 2023 (the “Second

Tranche of Repurchased Bonds"). The total purchase price

8,778 from the Sellers at the total purchase price of

was determined after arm’s length negotiation between the

Company and the Sellers.
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Management Discussion and Analysis

V. OTHER SIGNIFICANT EVENTS (continued)

Partial Repurchase of the H Share Convertible Bonds

(continued)

On 27 February 2023, the Company further entered into a
supplemental agreement with the Sellers in respect of the
Second Tranche of Repurchased Bonds (the “Supplemental
Agreement’), under which both parties agreed to revise the
date of repurchase of part of the Second Tranche of
Repurchased Bonds. Pursuant to the Supplemental
Agreement, the Company agreed to complete the repurchase
of the Second Tranche of Repurchased Bonds from the Sellers
on or before 15 March 2023. The total purchase price for the
Second Tranche of Repurchased Bonds remained unchanged
at US$60,000,000.

On 9 March 2023, the Company entered into the third bond
purchase agreement with the Sellers, pursuant to which the
Company agreed to (i) purchase a portion of bonds in the
aggregate principal amount of US$38,547,623 from the Sellers
at the total purchase price of US$54,075,477 on or before 3
April 2023; and (ii) purchase a portion of bonds in the
aggregate principal amount of US$194,161,057 from the
Sellers at the total purchase price of US$278,191,332 on or
before 30 June 2023 (the “Third Partial Repurchase of
Bonds”). The total purchase price of the Third Partial
Repurchase of Bonds was determined after arm’s length

negotiation between the Company and the Sellers.
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V. OTHER SIGNIFICANT EVENTS (continued)

34

Partial Repurchase of the H Share Convertible Bonds

(continued)

On 30 June 2023, the Company and the Sellers further entered
into a supplemental agreement to the third bond purchase
agreement (the “Further Supplemental Agreement’) in
respect of the second tranche of repurchased bonds under
the Third Partial Repurchase of Bonds, pursuant to which both
parties agreed to change the aggregate purchase price of the
second tranche of repurchased bonds from US$278,191,332 to
US$263,191,332, and to complete the repurchase of the
second tranche of repurchased bonds on or before 5 July
2023.

Please refer to the announcements of the Company dated 13
January 2023, 27 February 2023, 9 March 2023 and 30 June
2023 for details.
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Management Discussion and Analysis

V. OTHER SIGNIFICANT EVENTS (continued)

2.

Continuing Connected Transactions

On 10 February 2023, the Company and Shenzhen HEC
Industrial entered into the Leasing and Other Services
Framework Agreement, pursuant to which Shenzhen HEC
Industrial will provide leasing of office buildings, warehouse,
inspection and testing services, conference accommodation
and other services to the Company during the three years
ending 31 December 2025. The proposed annual caps under
the Leasing and Other Services Framework Agreement for the
three years ending 31 December 2025 are RMB12,383,300,
RMB12,999,500 and RMB13,003,300, respectively.

On 10 February 2023, 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 and
Febuxostat to Shenzhen HEC Industrial during the three years
ending 31 December 2025. The proposed annual caps under
the APIs and Pharmaceutical Products Sales Framework
Agreement for each of three years ending 31 December 2025
are RMB18,000,000, RMB20,000,000 and RMB22,000,000,

respectively.

FRERSRE 2023 / B &

EEE W

w0 AT

- HhEAREE (%)

KFERERS

RZZFEZ=%=ZA+H &2&
AERNREXEXIT L HE
REAMRBERGE - KRt
ANEEAEEREBEEZT
THRFE+-AZ+—RI=M@
FEHBRARBREREE
ARE - BE - 808 &R R

% BRABEREMRY - B
EREMARGELRBEEBETE
E-_ET-_A%¥+=-_A=+—8
F=EFENREFELRY
R A ANR#123833007T * AR
#12999500 B A R %
13,003,300 7T °

RZZBEZ=F"A+8 AR
BIELRYIRG A EETLRER
wmERIEHEEEDR K
It ARBREBEZT_AF
+T-_A=+—BLE=ZEAFEH
R IR 5 o & 25 08 B TRk
& Y AR W - BEEE
BAEAME - BRF  BftF
MR- SEmEMbEE R - REEE
REQIHEERBZRBTIEE
ZEZRF+ZA=+—HL1E
“HFEESEFNEBRFELR
7B A AR 180000007 + A
R #20,0000007T & A R #&
22,000,000 7T °

REARIZERGERAR 35



Management Discussion and Analysis
BEEEN W

m & AT

V. OTHER SIGNIFICANT EVENTS (continued)
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2.

Continuing Connected Transactions (continued)

On 27 February 2023:

m

the Company and Shenzhen HEC Industrial entered into
the Energy Purchase Framework Agreement, pursuant
to which the Company agreed to purchase electricity
and steam power required for its production from
Shenzhen HEC Industrial during the three years ending

1 December 2025. The proposed annual caps under
the Energy Purchase Framework Agreement for each of
the three years ending 31 December 2025 are
RMB50,400,000, RMB56,750,000 and RMB56,750,000,

respectively.

the Company and Shenzhen HEC Industrial entered into
the APIs Purchase Agreement, pursuant to which the
Company agreed to purchase certain APIs such as
Aripiprazole, Rivaroxaban, Escitalopram Oxalate,
Clarithromycin from Shenzhen HEC Industrial during the
three years ending 31 December 2025. The proposed
annual caps under the APIs Purchase Agreement for
each of the three years ending 31 December 2025 are
RMB38,946,300, RMB53,786,800 and RMB75,442,100,

respectively.
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V. OTHER SIGNIFICANT EVENTS (continued)

2. Continuing Connected Transactions (continued)

3)

the Company and Shenzhen HEC Industrial entered into
the Packaging and Production Materials Purchase
Framework Agreement, pursuant to which the
Company agreed to purchase packaging materials for
packaging and production of the drugs manufactured
by the Group from Shenzhen HEC Industrial during the
three years ending 31 December 2025. The proposed
annual caps under the Packaging and Production
Materials Purchase Framework Agreement for each of
the three years ending 31 December 2025 are
RMB40,600,000, RMB40,600,000 and RMB40,600,000,

respectively.

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
during the three years ending 31 December 2025. The
proposed annual caps under the Equipment Purchase
and Civil Construction Framework Agreement for each
of the three years ending 31 December 2025 are
RMB27,050,000, RMB7,900,000 and RMB7,900,000,

respectively.
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V. OTHER SIGNIFICANT EVENTS (continued)
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2.

Continuing Connected Transactions (continued)

)

the Company and Shenzhen HEC Industrial entered into
the Entrusted Processing Framework Agreement,
pursuant to which the Company agreed to purchase
processing services for its certain pharmaceutical
products, including Olmesartan Tablets, Moxifloxacin
Tablets, Clarithromycin Tablets, Aripiprazole Tablets,
Levofloxacin Tablets, Rivaroxaban Tablets, Duloxetine
Enteric-coated Capsules, Escitalopram Oxalate Tablets,
Xadiafil Tablets, Aripiprazole Orally Disintegrating
Tablets, Entacapone Tablets, Rongliflozin and other APIs
from Shenzhen HEC Industrial during the three years
ending 31 December 2025. The proposed annual caps
under the Entrusted Processing Framework Agreement
for each of the three years ending 31 December 2025
are RMB94,805,500, RMB108,832,000 and
RMB139,468,200, respectively.

the Company and Shenzhen HEC Industrial entered into
the Equipment Sales Framework Agreement, pursuant
to which the Company agreed to sell specific
pharmaceutical production equipment (including
Glatter fluidized bed), quality inspection equipment and
other equipment to Shenzhen HEC Industrial. The
proposed annual cap under the Equipment Sales
Framework Agreement for the year ending 31
December 2023 is RMB30,496,500.
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V. OTHER SIGNIFICANT EVENTS (continued)

2. Continuing Connected Transactions (continued)

7)

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 during the three
years ending 31 December 2025. The scope of the
entrusted production and inspection services includes
provision of production, inspection and testing services
to Dong An Tai, Dong An Qiang, Dong An Rui, Dong
Tong Shen, other generic drugs, other new drugs,
insulin degludec/insulin aspart, insulin degludec/
liraglutide injection and intermediates of generic drugs.
The proposed annual caps under the Entrusted
Production and Inspection Services Framework
Agreement for each of the three years ending 31
December 2025 are RMB105,230,000, RMB68,992,000
and RMB49,250,000, respectively.
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V. OTHER SIGNIFICANT EVENTS (continued)
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2.

Continuing Connected Transactions (continued)

The abovementioned (1) Energy Purchase Framework
Agreement, (2) APIs Purchase Agreement, (3) Packaging and
Production Materials Purchase Framework Agreement, (4)
Equipment Purchase and Civil Construction Framework
Agreement, (5) Entrusted Processing Framework Agreement,
(6) Equipment Sales Framework Agreement and (7) Entrusted
Production and Inspection Services Framework Agreement and
the transactions contemplated thereunder (including the
respective annual caps) have been approved by the
Shareholders at the annual general meeting of the Company
held on 2 June 2023.

Please refer to the announcements of the Company dated 10
February 2023, 27 February 2023 and 2 June 2023 and the
circular of the Company dated 17 May 2023 for details.
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V. OTHER SIGNIFICANT EVENTS (continued)

3.

Change of Stock Short Name

Due to the similarities between the stock short names of the
Company and other pharmaceutical companies under the
group formed by Shenzhen HEC Industrial and other
subsidiaries (the "HEC Group”), in order to better distinguish
the stock short names of the Company and other
pharmaceutical companies of the HEC Group and reflect the
uniqueness of the stock short name of the Company, the
Company shall change its stock short name from “HEC
PHARM" to "HEC CJ PHARM” in English and from “BR F& ¢ %4
to "B F5 Yt &)L B 2" in Chinese. The English and Chinese
names of the Company will continue to be "YiChang HEC
Changliang Pharmaceutical Co, Ltd" and "H & 5t KT
BN ABR NG respectively, while the stock code for H
shares on the Stock Exchange will remain unchanged as
"1558". The change of the stock short name of the Company
will not affect the rights of the existing Shareholders of the

Company.

Please refer to the announcement of the Company dated 19
May 2023 for details.
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V. OTHER SIGNIFICANT EVENTS (continued)

42

Completion of the Major and Connected Transaction in
relation to the Disposal of Target Equity in Sunshine

Lake Pharma

The Company agreed to transfer and Shenzhen HEC Industrial
agreed to acquire 9.9134% of the Target Equity of Sunshine
Lake Pharma held by the Company at a consideration of
RMB Two billion three hundred twelve million three hundred
nineteen thousand six hundred fifty (RMB2,312,319,650). All
conditions precedents under the Equity Transfer Agreement
have been fulfilled on 27 June 2023, the Company has
received the Consideration under the Equity Transfer
Agreement in full and the completion has taken place on 27
June 2023. Upon the completion, the Company ceased to

hold any interest in Sunshine Lake Pharma.

Please refer to the announcement of the Company dated 27
June 2023 for details.
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VI. SIGNIFICANT EVENTS AFTER REPORTING
PERIOD

1.

Completion of the Repurchase of the H Share

Convertible Bonds in Full

On 5 July 2023, the Company has completed the repurchase
contemplated under the Further Supplemental Agreement
has been completed. Upon completion of the repurchase, the
principal amount of the bonds has been repurchased in full
and the Sellers will no longer have any interest in the bonds

and/or any rights arising therefrom.

Please refer to the announcement of the Company dated 5
July 2023 for details.

Resignation of an Executive Director, Proposed
Appointment of an Executive Director and Proposed

Amendment to the Articles of Association

On 14 August 2023, Mr. CHEN Yangui, an executive Director,
tendered his resignation as an executive Director due to his
decision to devote more time to his other business
commitments. The resignation of Mr. CHEN Yangui as an
executive Director was approved and with effect from the
extraordinary general meeting of the Company held on 8
September 2023 (the "EGM").

On the same date, the Board has resolved to nominate Mr.
CHEN Hao as an executive Director and was approved by the
Shareholders at the EGM. The Board also resolved to seek
authorisation at the EGM to authorise it to determine the
commencement date of the appointment of Mr. CHEN Hao as

an executive Director.
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SIGNIFICANT EVENTS AFTER REPORTING
PERIOD (continued)

Resignation of an Executive Director, Proposed
Appointment of an Executive Director and Proposed

Amendment to the Articles of Association (continued)

In addition, the Board proposed to make amendment to
certain article in the Articles of Association of the Company in
light of the business development needs of the Company. The
Proposed Amendment to the Articles of Association is subject

to the approval by the Shareholders at the EGM.

The aforementioned change in Directors and proposed
amendments to the Articles of Association were approved by
the Shareholders at the 2023 second extraordinary general

meeting convened and held on 8 September 2023.

Please refer to the announcements of the Company dated 14
August 2023 and 8 September 2023 and the circular of the
Company dated 21 August 2023 for details.

Save as disclosed above, there have been no other significant
events subsequent to the Reporting Period and up to the date

of this report.
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VII. BUSINESS PROSPECTS OF THE GROUP OF THE

SECOND HALF OF THE YEAR

In the second half of 2023, China’s pharmaceutical industry will face
both opportunities and challenges posed by market expansion.
Pharmaceutical companies will actively expand market, and strive to
improve product quality and competitiveness, thereby building an
international brand image. However, with the increasingly intense
market competition among pharmaceutical companies, those who
seek to establish a firm foothold will need to step up their efforts in
R&D and innovation, enhancement of product quality and expansion

of sales channels etc.

In the second half of 2023, the Group will follow the path of brand
building with unswerving commitment to maintain its core product,
Kewei (Oseltamivir Phosphate), as the No. 1 brand of anti-influenza
drugs, with continuous effort in further cultivating the market
potential of Kewei. Meanwhile, the Group will continue to increase
its investment in R&D of innovative drugs, and invest more in drug
R&D, clinical trials and medical data analysis for the therapeutic areas
of anti-infective, endocrine and metabolic diseases, with a view to
making breakthroughs in the R&D of innovative drugs and
innovation in medical technology, thereby continuously enhancing
its product R&D and innovation capabilities. New products will also
be launched one after another to enrich the existing product
portfolio and enhance the competitiveness of products in the

market.

The Group 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 preserve the
well-regarded brand image and reputation in the domestic market,
in order to lay a solid foundation for new products to be introduced

to the market in the future.
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VIIl. USE OF PROCEEDS

46

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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VIII. USE OF PROCEEDS (continued) N FBRERR®)
Proceeds from the Global Offering (continued) ERBEMBRE(E)
As at 30 June 2023, details of utilization of the net proceeds raised BE-_Z-_=FA=+H 2%
from the Global Offering are as follows: EMERIRFENERFENT

Actual use of

the unutilized net Actual use of
Revised allocation Unutilized proceeds from Unutilized the net proceeds Unutilised
ofuseof  netproceedsasat  1January2022to netproceedsasat duringthe  net proceeds as at
net proceeds 1January2022  31December2022  31December2022  Reporting Period 30June 2023
(Approximate (Approximate (Approximate (Approximate (Approximate (Approximate
RMB million) RMB million) RMB million) RMB million) RMB million) RMB million)
R
ZECCE
-B-HE
i It S i R
k- Ja 3 tZR=t-A k-3 k-3
ii-re -A-8 FENAER  t2AZt-8 AAZTA
FERR NABRME fraREsE NABRAE BEHERSHE HABRRE
HEETIR SERE NERAR WEFE  FENERRR RERE
(WARWEER) (WARMEER) (HARWEER) (WARMEER) (HARMEER) (WARWEER
New oral formulation production plant ~ #f D IRELEI4EE T 3000 0 0 0 0 0
New insulin production plant FEEREEIR 187 0 0 0 0 0
Promotional and marketing activies B R EHEE 136, 0 0 0 0 0
Working capital and general corporate~ £EE4 R~ 3306 3 3 0 0 0
PUrpOSES tER%
Total @t 10954 3 3 0 0 0
As at the date of this report, the net proceeds raised from the Global NARE R E - 2IREERERIRF
Offering have been fully utilized. FEEBEEA -
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H SHARE CONVERTIBLE BONDS

On 14 August 2018, the Company entered into a subscription
agreement (the “Subscription Agreement”’) with certain entities
ultimately controlled by Blackstone Inc. (formerly known as 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 H
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 H 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
Blackstone Inc. (formerly known as 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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IX. HSHARE 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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H SHARE 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 report, no conversion rights for H Share

Convertible Bonds have been exercised.

The conversion price was adjusted to HK$14 (equivalent to
approximately RMB12 translated at the then exchange rate) per H
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 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 I") from the
Sellers at the total purchase price of US$127,317,844 (the “Partial
Repurchase of Bonds Option I'), or (i) 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.
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IX. HSHARE CONVERTIBLE BONDS (continued)

The Company entered into a bond purchase agreement with the
Sellers on 13 January 2023, pursuant to which the Company agreed
to purchase (1) the First Tranche of Repurchased Bonds from the
Sellers on or before 31 January 2023; and (2) the Second Tranche of
Repurchased Bonds from the Sellers on or before 28 February 2023.
The total purchase price was determined after arm’s length

negotiation between the Company and the Sellers.

On 27 February 2023, the Company further entered into the
Supplemental Agreement with the Sellers in respect of the Second
Tranche of Repurchased Bonds under which both parties agreed to
revise the date of repurchase of part of the Second Tranche of
Repurchased Bonds. Pursuant to the Supplemental Agreement, the
Company agreed to complete the repurchase of the Second Tranche
of Repurchased Bonds from the Sellers on or before 15 March 2023.
The total purchase price for the Second Tranche of Repurchased
Bonds remained unchanged at US$60,000,000.

On 9 March 2023, the Company entered into the third bond
purchase agreement with the Sellers, pursuant to which the
Company agreed to (i) purchase a portion of bonds in the aggregate
principal amount of US$38,547,623 from the Sellers at the total
purchase price of US$54,075,477 on or before 3 April 2023; and (ii)
purchase the Third Partial Repurchased Bonds from the Sellers on or
before 30 June 2023. The total purchase price of the Third Partial
Repurchase of Bonds was determined after arm’s length negotiation

between the Company and the Sellers.

FRERSRE 2023 / B &

i

EEENWmE DM

‘HERTEBRES 2

RZZE-_=F—HF+=H"  AQFH
HEFITNEFBERZ Bt &
RAABMNRZE==F—A=+—
Hezfl  MEEFBES —HED
BERQR=ZZE=_=F-_A=+N\H
HZB MEESEEF - HBEEE

5 MEBBERIKEARRBEEES
NEDEETET ©

RZZB-_=F_A=-++H &2

ﬁﬁ%ﬁ%%:%%@%%ﬁ—iﬁ
RIS EHRBEHIFE

HBEESNED A - RIEHTH
FOARABREBEE-_T-_=ZF=A
THHEHZE  TRRAEESTEES
“HEBERES  F O HENEANE
BEESEFTE - )/R60000000
ETe

RZEBE-_=ZF=AhH  ARQFHEHY
ERINE=HEHEERZE &
b ARARRAEONR _ZE =M A
—H A REETEELRS B
738547623 K T D E S - R
BB 18 540754773 70+ R =
fz¢ﬁ5:+a¢zm*mﬁ%
FREBEEZRBHBEES - F=X
o ERIESmE %EE%BMKQ
RN ET AT IHBEERET -

REARIZEERHAERAT 5l



Management Discussion and Analysis

BEEEN W

IX.

52

m & AT

H SHARE CONVERTIBLE BONDS (continued)

On 30 June 2023, the Company and the Sellers further entered into
the Further Supplemental Agreement in respect of the second
tranche of repurchased bonds under the Third Partial Repurchase of
Bonds, pursuant to which both parties agreed to change the
aggregate purchase price of the second tranche of repurchased
bonds from US$278,191,332 to US$263,191,332, and to complete the
repurchase of the second tranche of repurchased bonds on or
before 5 July 2023.

Subsequent to the Reporting Period, the Company has completed
the repurchase contemplated under the Further Supplemental
Agreement on 5 July 2023. Upon completion of the repurchase, the
principal amount of the bonds has been repurchased in full and the
Sellers will no longer have any interest in the bonds and/or any

rights arising therefrom.

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, 8 September 2022, 13 January
2023, 27 February 2023, 9 March 2023, 30 June 2023 and 5 July 2023
and the circular of the Company dated 11 September 2018.
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Corporate Governance and Other Information

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 2023.

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 2023, 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), Ms. XIANG Ling
(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 2023 interim results
announcement, interim report and the unaudited interim financial
statements for the six months ended 30 June 2023 prepared in accordance
with the IFRSs.

SHARE CAPITAL

As at 30 June 2023, 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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SEEARIMEH

INTERESTS AND SHORT POSITIONS OF DIRECTORS, X - EERESTHASHR
SUPERVISORS AND CHIEF EXECUTIVE IN SHARES, B - HER O REEETEH
UNDERLYING SHARES AND DEBENTURES ENEZRRE

As at 30 June 2023, 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"), Chapter 571 of
the laws of Hong Kong), 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

RZT_=FXA=+H BESZMH "
TIHEE ARAEERESTRARRE
ARRREMIREEE (EERERED
FNEEF LRGN (R RBERK
Bl EXVER) BB - AERER D KB RERE
E{Jﬁ/,ﬁﬁﬁé 5 REEHRAIFEXVERSE 7 &

S8 BPAE AN A ) B Bk X2 BT O A  OK
F(’E%,ﬁ\ﬂ%ﬁ G5 LB RPINZFRE
WRRHEREENRERIOAR) - HEAR
BE S M HE RDI 352 (R H AR B IRD
Pt A AR BIF B B & Rt A #E a1 UK
B HARBRETRMNE AR E KB

were as follows: FrEiEes ROk B -
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
#®E BRAPER g4 RABE(KR)  BREIL0 HHIEIH®
Directors E%
TANG Xinfa H Shares Beneficial owner 130,400 (L) 0.019% (L) 0.015% (L)
ERE HAR EREEA
CHEN Yangui (whose resignation
became effective on
8 September 2023) H Shares Beneficial owner 66,400 (L) 0.010% (L) 0.007% (L)
BREE(EBTE-_S==F
RANBRER) HR BHREAA
LI Shuang H Shares Beneficial owner 66,800 (L) 0.010% (L) 0.007% (L)
R HAR BHEAA
WANG Danjin H Shares Beneficial owner 67,200 (L) 0.010% (L) 0.007% (L)
T HAR BHBEAA
JIANG Juncai H Shares Beneficial owner 66,800 (L) 0.010% (L) 0.007% (L)
BHx HAR BREBAA
LI Xuechen H Shares Beneficial owner 4,000 (L) 0.00061% (L) 0.00045% (L)
Z8p HAR ERlEAA
Supervisors &%
WANG Shengchao H Shares Beneficial owner 32,000 (L) 0.004% (L) 0.003% (L)
T HR BREAA
LUO Zhonghua H Shares Beneficial owner 66,800 (L) 0.010% (L) 0.007% (L)
BOE HER EREAA
(L) — Long position L—FE
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The calculation is based on the total number of 879,967,700 shares in issue
of the Company as at 30 June 2023, comprising 226,200,000 Domestic
Shares and 653,767,700 H Shares.

Save as disclosed above, as at 30 June 2023, 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 2023, 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

SEEARKMEH
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follows: SRR 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 Typesof Shares  Capacity HBERABE HEROHEE OHLEIE WOESESH
RR®EE/ BB B3R 54 (&) (&) (%) (%)
Sunshine Lake Pharma Co, Ltd >3 Domestic Shares Beneficial owner 226,200,000 (L) - 100% (L) 25.70% (L)
EREGEERNBB A NER EREEA
(AIBRERRGAEEBRAF)
H Shares Interest in controlled 226,200,000 (L) - 34.59% (L) 25.70% (L)
HIR corporation
Rt EE RS
HEC (Hong Kong) Sales Co,, Limited* H Shares Beneficial owner 226,200,000 (L) - 3459% (L) 25.70% (L)
EERGAHEBRAR HAR EREAA
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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) (%) (%)
RASTAE
BERS IARE HREIRE SRTREEE
Name of Shareholders Types of Shares  Capacity HBRGEE HERGZEE OHLEIE WEMESH
RRES/ 2R R85 5t () () 0 (9
Shenzhen HEC Industrial Development Domestic Shares Interest in controlled 226,200,000 (L) - 100% (L) 25.70% (L)
Co, Ltd.? NER corporation
RTREAEEERERAR R AR R
H Shares Interest in controlled 248,015,200 (1) - 3793% (L) 28.18% (L)
Hi& corporation
RS EERR
Shaoguan Xinyuneng Industrial Domestic Shares Interest in controlled 226,200,000 (L) - 100% (L) 25.70% (L)
Investment Company Limited 2 WE K corporation
BENZEEEREARAR? AR R
H Shares Interest in controlled 248,015,200 (1) - 3793% (L) 28.18% (L)
Hi& corporation
RS EERR
Ruyuan Yao Autonomous County Domestic Shares Interest in controlled 226,200,000 (L) - 100% (L) 25.70% (L)
Yuneng Electric Industrial Co,, Ltd 2 NER corporation
AREREAGBRETEEER AR AR R
H Shares Interest in controlled 248,015,200 (1) - 3793% (L) 28.18% (L)
Hi& corporation
RS EERR
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 R R ERER DA R AR R
H Shares Interest in controlled 248,015,200 (1) - 3793% (L) 28.18% (L)
Hi& corporation
R EERR
Ms. GUO Meilan® Domestic Shares Interest in controlled 226,200,000 (L) - 100% (L) 25.70% (L)
i@ L NE K corporation
R AR R
H Shares Interest in controlled 248,015,200 (1) - 3793% (L) 28.18% (L)
Hi& corporation
R EERR
Mr. ZHANG Yushuai® Domestic Shares Interest in controlled 226,200,000 (L) - 100% (L) 25.70% (L)
RERILES NER corporation
AR R
H Shares Interest in controlled 248,015,200 (1) - 3793% (L) 28.18% (L)
Hi& corporation
RS EERR
Ms. HUA Xiaoyi” Domestic Shares Interest in controlled 226,200,000 (L) - 100% (L) 25.70% (L)
B Ry NE K corporation
AR R
H Shares Interest in controlled 248,015,200 (1) - 37.93% (L) 28.18% (L)
Hi& corporation
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SEEARRILER

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) (%) (%)
UBRALTE

BERG/ IARE HHENRE CRITRFAH

Name of Shareholders Types of Shares  Capacity HBRGEE HERGZEE OHLEIE WEMESH
BRERE/ 4B R EE R g (&) (&) (%) (%)
Stephen A. SCHWARZMAN® H Shares Interest in controlled - 108,868,878 (L) 16.65% (L) 12.37% (L)
H i corporation - 108,368,878 (5) 16.65% (S) 12.37% (S)
R AR R
Blackstone Inc® H Shares Interest in controlled - 1083868878 (L) 16.65% (L) 12.37% (1)
H i corporation - 108,368,878 () 16.65% (S) 12.37% (S)
R EEER
Blackstone Dawn Pte. Ltd? H Shares Beneficial owner - 106,691,500 (L) 16.32% (L) 12.12% (L)
HER BERBEEA - 106691500 (5) 1632% (5) 12.129% ()
(L) — Long position L —gA
(S)  — Short position S —*E

The calculation is based on the total number of 879,967,700 shares in issue

of the Company as at 30 June 2023, comprising 226,200,000 Domestic

Shares and 653,767,700 H Shares.

FENBRBEARNR - E-_=FA=
HH B 31T 4888879,967,700 i M 1S H -
B$E 226,200,000 I A E I X 653,767,700 i H

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

The shareholding information of the Shareholders as at 30 June 2023 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 2023, Shenzhen HEC Industrial Development Co., Ltd. directly owned
25.98% 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 20.01% 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 42.00%
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 Xinjing Technology Development Co., Ltd. is
deemed to be interested in the Shares which are interested by Shenzhen HEC Industrial
Development Co,, Ltd..

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.

HEC (Hong Kong) Sales Co., Limited pledged 226,200,000 H Shares to a third-party lender
as collateral for the loan provided to Sunshine Lake Pharma by the third-party lender.

As at 30 June 2023, 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 2023, 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..
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6. As at 30 June 2023, 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..

7. 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.

8. 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 conversion price was adjusted to HK$19 per H Share
due to the completion of bonus issue of Shares on 10 July 2020. The conversion price
was further adjusted to HK$14 per H share according to the adjusted net profit of the
Company for the year ended 31 December 2021. Stephen A. SCHWARZMAN through
Blackstone Inc. (formerly known as 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 53,345,750 Shares (which are adjusted to
106,691,500 Shares due to bonus issue of Shares) held by Blackstone Dawn Pte. Ltd,, in
relation to 306,194 Shares (which are adjusted to 612,388 Shares due to bonus issue of
Shares) held by Blackstone Dawn Holdings ESC (Cayman) Ltd. and in relation to 782,495
Shares (which are adjusted to 1,564,990 Shares due to bonus issue of Shares) held by
BCP VIl Dawn ESC (Cayman) NQ Ltd.. On 5 July 2023, the Company has completed the
repurchase of all outstanding H Share convertible bonds held by Blackstone Dawn Pte.
Ltd. Upon completion of the repurchase, the principal amount of the bonds has been
repurchased in full and Blackstone Dawn Pte. Ltd., Blackstone Inc. and Stephen A.
SCHWARZMAN no longer have any interest in the bonds and/or any rights arising
therefrom.

Save as disclosed above, as at 30 June 2023, 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 Reporting

Period.
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SEEARIMEH

PLEDGING OF SHARES BY THE CONTROLLING
SHAREHOLDER

Sunshine Lake Pharma has pledged 226,200,000 Domestic Shares in the
issued share capital of the Company held by it in favour of a third-party
lender as security for a loan provided by the third-party lender to Sunshine

Lake Pharma.

HEC (Hong Kong) has pledged the 226,200,000 H shares in the issued share
capital of the Company held by it in favour of an independent third-party
lender for a loan provided by the independent third-party lender to

Sunshine Lake Pharma.

Save as disclosed above, there was no other controlling Shareholder
pledging 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 Reporting Period.

LOAN AGREEMENTS OR FINANCIAL ASSISTANCE
OF THE COMPANY

The Company didn't provide any financial assistance nor guarantee to its
affiliated companies during the Reporting Period, 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 Reporting Period.
SHARE SCHEMES

The Company did not adopt any share scheme.
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INTERIM DIVIDEND

The Board resolved not to declare the payment of an interim dividend for
the six months ended 30 June 2023 (six months ended 30 June 2022: 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
2022 annual report of the Company.

On behalf of the Board

YiChang HEC ChanglJiang Pharmaceutical Co., Ltd.
TANG Xinfa

Chairman

Hubei, the PRC

31 August 2023
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Review Report
EHH®E

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 64 to 108
which comprises the consolidated statement of financial position of
YiChang HEC Changliang Pharmaceutical Co., Ltd. (the “Company”) as of 30
June 2023 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.
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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 2023 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

31 August 2023

Review Report
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Consolidated Statement of Profit or Loss and Other Comprehensive Income
meBEakHEMEZERER

for the six months ended 30 June 2023 — unaudited

(Expressed in Renminbi)

BE_T_=FAA=THLNEA —REEX

(AARKEZ7)

Six months ended 30 June

BEAA=tTHLEAEA

2023 2022
—E== —F-—
Note RMB’000 RMB'000
BT 5T AR¥ TR AREFT
Revenue =E | 3 3,209,002 1,293,308
Cost of sales $HEE Ak AN (645,065) (332,651)
Gross profit EX 2,563,937 960,657
Other net expenses Hh s #5E 5() (140,217) (141,706)
Distribution costs 2K =D (755,504) (533,105)
Administrative expenses THEEMY (172,107) (149,672)
Research and development cost i EE Rk A (98,264) (40,906)
Reversals of impairment losses on B 5 R H A WG IBRE
trade and other receivables =itz 276 5,343
Profit from operations ReERR 1,398,121 100,611
Finance costs BE KA 5(b) (136,268) (137,013)
Profit/(loss) before taxation BRBLATE R, (E518) 5 1,261,853 (36,402)
Income tax PS5 6 (237,929) 3,940
Profit/(loss) for the period AR, (&58) 1,023,924 (32,462)
Profit/(loss) and total BERUTEEW
comprehensive income HRRR, (B8 R
for the period attributable to: 2HEINGFEEE
Equity shareholders of the Company RAREFIEE 1,029,495 (32,798)
Non-controlling interests FEEAR R (5,571) 336
Profit/(loss) and total comprehensive  EipERI(E5E) &
income for the period 2HEKRFHATE 1,023,924 (32,462)
Basic and diluted earnings/(loss) ERERLEE RMB1.17 RMB(0.04)
per share &F,/(EE) 7 AR®1.77t | AR 004) 7T

The notes on pages 71 to 108 form part of this interim financial report.

Details of dividends payable to equity shareholders of the Company are set

out in Note 19(a).
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Consolidated Statement of Financial Position

R a MR R

at 30 June 2023 — unaudited
(Expressed in Renminbi)

RZZE_=FA=+H — REEZ

(AARKEZ7)

At At
30June 31 December
2023 2022
R-ZB—= R-ZE——
AA=+H +ZA=+—H
Note RMB’000 RMB'000
B 5T AR%T T ARBTF T
Non-current assets kRBEE
Fixed assets B & E
— Property, plant and equipment — W - BB NEE 8 3,215,798 3,169,613
— Ownership interests in leasehold land ~ — i {EEB A ZHE +ib
held for own use PR tErE 8 344,854 349,152
3,560,652 3,518,765
Intangible assets EREE 9 2,915,534 2,920,646
Financial assets measured at fair value BARBEFEEEES
through profit or loss (“FVPL") FABR(EAREER
TR REEEHIABR]
WeMEE 10 12,345 -
Prepayments FETFRIE 11 221,689 295,760
Deferred tax assets IRIETRIRE B 120,066 140,609
Total non-current assets BIERBEE 6,830,286 6,875,780
Current assets REBEE
Inventories 7g 12 353,545 315,027
Trade and other receivables B 5 R H b W R IE 13 1,145,400 1,036916
Prepayments Tt EIE 68,865 50,433
Financial assets measured at FVPL BRARBEGEAEAE
STABENEREE 10 19,118 290,000
Non-current assets held for sale BIEHEZIERBEE 14 - 2,312,320
Restricted cash ZRRHIRE 15 1,245,373 76,781
Cash and cash equivalents RekBEeEEIER 15 3,781,609 923,543
Total current assets BRBEE 6,613,910 5,014,020
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Consolidated Statement of Financial Position

= A\ LN
e AR R T
at 30 June 2023 — unaudited
(Expressed in Renminbi)
RZZE_=ZFA=1+H— KEE
(AARE25))

%

At At
30 June 31 December
2023 2022
R=-ZTE== RZE_—
ANE=+H +-—A=+—H
Note RMB’000 RMB'000
M5 ARET T ARBFIT
Current liabilities REBEE
Trade and other payables B 5 NhEMERFIE 16 1,509,359 1,718,222
Contract liabilities aRAaE 43,239 75,386
Bank loans and other borrowings RITERRHAES 17 2,003,283 223,343
Interesting-bearing borrowings sHEER 18 1,969,303 2,906,963
Deferred income RIE W = 8,195 8,195
Current taxation BIEAFH IR 124,417 8672
Total current liabilities BrBasE 5,657,796 4,940,781
Net current assets FREBEE 956,114 73,239
Total assets less current liabilities HEERARBERE 7,786,400 6,949,019
Non-current liabilities kRBERE
Bank loans and other borrowings RITE R R HEAER 17 507,083 691,529
Deferred income RIEW 2 185,392 187,489
Total non-current liabilities HBIREBEE 692,475 879,018
Net assets BEE 7,093,925 6,070,001
Capital and reserves EARR 19
Share capital A% A 879,968 879,968
Reserves & 6,034,411 5,004,916
Total equity attributable to equity ARTERRR
shareholders of the Company PEfh R 6,914,379 5,884,884
Non-controlling interests TR ER 179,546 185,117
Total equity g 7,093,925 6,070,001
The notes on pages 71 to 108 form part of this interim financial report. 5718 £ 108 B 2 M 3T # Bk 2~ & Hi B 7% =R
E—Epn -
[m} A
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Consolidated Statement of Changes in Equity
mERERBEHR

for the six months ended 30 June 2023 — unaudited

(Expressed in Renminbi)

BE_T_=FAA=THLEAEA —REEZ

(AR 251)
Attributable to equity shareholders of the Company
ARAERRRER
Non-
Share Capital Statutory Retained controlling Total
capital reserve reserve eamnings Total interests equity
R AAGEE  AERE  RERA Bt FARER BEs
RMBI000 RMBI000 RMB000 RMBI000 RMB000 RMB000 RMBI000
ARETL  ARETn ARETn  ARETR  ARETR  ARETL  ARETR
Balance at 1 January 2022 R-B-ZE-A-BHEs 879968 2610409 3286% 1,989,208 5808281 212481 6,020,762
Changein equity forthesixmonths ~ BZ-E--FxA=1H
ended 30 June 2022: ERERNEREE:
(Loss)/profitand total comprehensive A (EE) /HHR2E
income for the period hass - - - (3279 (32,799) 3% (32:460)
Balance at 30 June 2022 and RIBZZERA=TAR
1July 2022 “ECCELR-BIER 879968 2610409 3286% 1956410 5775483 212817 5988300
Changein equity forthesixmonths ~ BZE-E--£+-B=1-A
ended 31 December 2022: ERERNEREE:
Profit/loss) and total comprehensive BhEf/ (BB R2E
income for the period et - - - 109401 109401 (27,700 81,701
Balance at 31 December 2022 R-B--E+-A=1-A
e 879968 2610409 3286% 2065811 5,884,884 185117 6,070,001

The notes on pages 71 to 108 form part of this interim financial report.
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Consolidated Statement of Changes in Equity
mERERBER

for the six months ended 30 June 2023 — unaudited

(Expressed in Renminbi)

HEZZT-_=FA=1THIEAEA —REEZ
(AAREZ7)
Attributable to equity shareholders of the Company
FOREERREE
Non-
Share Capital Statutory Retained controlling Total
capital reserve reserve earnings Total interests equity
kx  &ARRE  EERE  REEA A FERER ARk
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARETR ARMTR ARETR ARETR ARETR ARETn AR¥TR
Balance at 1 January 2023 R-B-zE-A-BiEs 879,968 2,610,409 328,696 2,065,811 5,884,884 185,117 6,070,001
Changein equity forthesixmonths ~ HZ-E-=EXB=1R
ended 30 June 2023: tABRHERRD
Profit/loss) and total comprehensive BNEf/ (BB R2E
income for the period hzsE - - - 1029495 1,029,495 (5571)  1,023924
Balance at 30 June 2023 R-B-ZERB=tRM&H | 079968 2610409 328696 3095306 6914379 179546 7,093,925
The notes on pages 71 to 108 form part of this interim financial report. FNEHZZ108EH 2Bk AP ER R & )
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Condensed Consolidated Cash Flow Statement
ARG EHEERER

for the six months ended 30 June 2023 — unaudited

HE—T

(Expressed in Renminbi)

“=FANAZTHEREAR — REEZ

(AARKEZ7)

Six months ended 30 June

BEAA=tHLEAEA

2023 2022
—E-= —E-—
RMB’000 RMB'000
AR%T R ARETT
Operating activities REER
Cash generated from operations KEEEMRES 1,346,755 407,693
The People’s Republic of China (the “PRC”) EXHPEARLFME (THE])
corporate income tax paid ERER (101,956) (255,266)
Net cash generated from BEEEHEENESTE
operating activities 1,244,799 152,427
Investing activities REEE
Interest received B B 31,062 3,174
Proceeds from disposal of unlisted HEJFE FTIRABSREHRIA
equity securities 2,312,320 -
Proceeds from disposal of a trust REETIREATEIRERIE
investment scheme 294,645 -
Payments for purchase of listed equity securities fBE AR AN B 25T 50 (15,200) -
Payments for purchase of property, BEME  BEKER ﬁﬁﬁﬁm
plant and equipment (215,586) (289,646)
Payments for development cost B3 S B AT I8 (20,547) (37,080)
Payments for purchase of intangible assets B m A ER T RE (301) (100,167)
Increase in restricted cash Z IR HIIR 2 N (1,168,592) (54,152)
Proceeds from disposal of property, HEYE - BE MR EEIIE
plant and equipment - 942
Net cash generated from/(used in) RETE (BEE) MEAN
investing activities HERE 1,217,801 (476,929)
The notes on pages 71 to 108 form part of this interim financial report. 71 H 2108 B 2 M =1 ak 2 & HY B 75 )
/;l:_ﬁB,f/'\ D
==} =]
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Condensed Consolidated Cash Flow Statement

BRREHEERNER

for the six months ended 30 June 2023 — unaudited

(Expressed in Renminbi)
HEZFT

(AARHEZF)

“=FRA=THIEREA — K&

=

R

Six months ended 30 June

BEAA=tHLEAEA

2023 2022
—E-= =
RMB’000 RMB'000
AR%T R AREFT
Financing activities BEEE
Proceeds from bank loans RITETERIE 1,533,488 260,765
Proceeds from borrowings under sale and ER MO SE RIS RIE
leaseback transactions 150,000 -
Repayments of bank loans BEIRITER (22,200) (115,075)
Payments for capital element of obligations ERHANZSEENEBHNER
arising from sale and leaseback transactions EIRAXEA (75,000) -
Repurchase of convertible bonds B O] ] 8 iR (E 5 (1,104,886) -
Interest paid BEAFE (75,089) (54,964)
Other borrowing costs paid B EMEERA (3,323) (38,060)
Deposits paid for sale and leaseback transactions &4 [0 2 5K E 14 (7,500) -
Net cash generated from financing REEBHEENESFEE
Adtivities 395490 | 52666
Netincrease/(decrease) incashandcash RERBRELEEERF
equivalents #in, G ) 2,858,090 (271,836)
Cash and cash equivalents at 1 January R—B—HNESRELEEER 923,543 1,131,121
Effect of foreign exchange rate changes HNEERSENE (24) (188)
Cash and cash equivalents at 30 June RAB=THHNEREERERES
£{E1RH 3,781,609 859,097

The notes on pages 71 to 108 form part of this interim financial report.
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Notes to the Unaudited Interim Financial Report
R B P R B RS R M e

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
(“Stock Exchange”), including compliance with International
Accounting Standard (“IAS") 34, Interim Financial Reporting, issued by
the International Accounting Standard Board (“IASB"). It was

authorised for issue on 31 August 2023.

The interim financial report has been prepared in accordance with
the same accounting policies adopted in the 2022 annual financial
statements, except for the accounting policy changes that are
expected to be reflected in the 2023 annual financial statements.

Details of any changes in accounting policies are set out in Note 2.

The preparation of an interim financial report in conformity with IAS
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.

(Expressed in Renminbi unless otherwise indicated)

(B = A - HUARKEZ5)

R

AARPBRECRIEFEBERS
AR AR ([BEXF ) Es LR A
ZERBERERE  BRETERRER
SRR (B ErEES
g Bz BN ER ((ER &
A ) EMRA I BEHRE - KAF
MU BRER_Z=_=FN\A=1—
HERETIH -

BRIEMER T - =FFEMBHREK
Rz EETBEREEIN - AR HIR 75
BEERBER-_S-_—_FFEHHR
FATEMZ BREBRRER - 87
BRI &) 2 BRI FE2 ©

EEBNRETABERGERE 34
S PHIB SIS - BIRENES
AEEEHEARABERMAI2RNE
EMAE WA SRERTE
Z A EET R - BRRERATEE
HZE M AR -
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Notes to the Unaudited Interim Financial Report

S

B RE MY EE

(Expressed in Renminbi unless otherwise indicated)

(Fr = AR5

72

BIAAREZ7)

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 2022 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

pages 62 to 63.

MBLEYE )

AR HIR R E B 2 MRS A MR
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(TBR M B RE LR ) AR R T BRI 75
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Notes to the Unaudited Interim Financial Report
R B P R B RS R M e

(Expressed in Renminbi unless otherwise indicated)

(B = A - HUARKEZ5)

CHANGES IN ACCOUNTING POLICIES 2 BIREEH

The Group has applied the following new and amended IFRSs issued REBE R AR AR R A BB 75 )

by the IASB to this interim financial report for the current accounting EEANTER e EAIEE2E M

period: RIFTR] RIS ET B B M5 s &5 2 Rl -
IFRS 17, Insurance contracts . BRIk EERE 175 R

=G

Amendments to IAS 8, Accounting policies, changes in : Bt EAE TSI A) -
accounting estimates and errors: Definition of accounting BIFE i EEEEEE
estimates iE - @EMEATEEZE
Amendments to IAS 12, Income taxes: Deferred tax related to . MRe st 2B FE 125 (B 5]
assets and liabilities arising from a single transaction ) e E—XBHEL

BERRENHBELHE

Amendments to IAS 12, Income taxes: International tax reform . BRoa st E R FE 1258 (18 5T
— Pillar Two model rules ) - FriEE BB R E —

XEZMAFA

These new and amended IFRSs have not had a material effect on ZEE] NS F] BN B 75 5 2 B
how the Group's results and financial position for the current or prior N 4 6 K R BRBA F5 R A R AN EE [ S H
periods have been prepared or presented in this interim financial Y, DA BT A A 32 45 FN B TS AR B9 4m &
report. The Group has not applied any new standard or FRHE2H N IEKEATE - KE
interpretation that is not yet effective for the current accounting =] I AR M R AN g R HAR AR
period. MEVFTET AR R RE o
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Notes to the Unaudited Interim Financial Report

REBZT AU R EM T

(Expressed in Renminbi unless otherwise indicated)

(Bx

74

SEEBI

BIAAREZ7)

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.

Disaggregation of revenue

Disaggregation of revenue from contracts with customers by major

products is as follows:

CRERDERE

EREEDN2BRAEESRREEREKE
FrERRANEEERBE RSB ER
RRENETREEDE -

HRAKREE X AP RERER
KEERFENRE - WARENKR
BEERRENFGAREREBRAL
DEEEIR - Ft - RIBEIFRE 5

EERIE S HASH 5 BT - A
HERERAEEE— BEEHE -
BULTIE - b2 FI AN BE
ko

EREH

BEREMORKETFENZE
B

Six months ended 30 June

BEAA=tTHLEAEA

2023 2022
—E-= —E-
RMB’000 RMB'000
AR¥ET T AREFT
Revenue from contracts with customers F& i B B2 B 75 3R 25 2 8|
within the scope of IFRS 15 E15REBERD
REEFEHNZEXEE
Sales of anti-viral drugs SEHETRS LY 2,911,437 1,012,403
Sales of endocrine and metabolic drugs HER D W KRR EEY) 60,486 42,469
Sales of cardiovascular drugs HEDME BEY) 83,847 76,327
Sales of anti-infective drugs THETIRCLEY) 55,006 41,714
Sales of other medical products and SHEE B R &
license fee 98,226 120,395
3,209,002 1,293,308
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Notes to the Unaudited Interim Financial Report
R B P R B RS R M e

REVENUE AND SEGMENT REPORTING (continued)

Analysis of the Group's revenue and results by geographical market
has not been presented as 100% (the six months ended 30 June
2022: 100%) of the revenue are generated from the Chinese
Mainland.

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

prevalent in the spring and winter.

For the twelve months ended 30 June 2023, the Group reported
revenue of RMB5,660,646,000 (twelve months ended 30 June 2022:
RMB2,004,850,000), and gross profit of RMB4,449,354,000 (twelve
months ended 30 June 2022: RMB1,343,568,000).

3

(Expressed in Renminbi unless otherwise indicated)

(Fr=EEPN - BAAREZ5)

EEBNDIEHRE#)

AAEEBE100%(BE_TZ_FX
A=+HEREA  100%) & 5
REFEARH - BitER27REE
TGN EBEEEREENDNT o

CSENFHM

AEEZOERABE—RAELE
PIRBRR TR S B o RN E
BREHE BEFLFTHERE
B BHARBESFFE - MFENFE
HEBHEMTES °

BHE_Z-_=FA=+H1+=1#
A AEEEREXEBEARE
5660646000 L (BE-_T -4 /XH
T tHLET @A AR
2,004,8500007C )+ Rk EF AR
4449354000 T (B2 -F =% <A
=+ B LE+TZ@A: AR
1,343,568,0007C) °
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Notes to the Unaudited Interim Financial Report

REBZT AU R EM T

(Expressed in Renminbi unless otherwise indicated)

(B = A B - HUARKEZ5)

5 PROFIT/(LOSS) BEFORE TAXATION 5

Profit/(loss) before taxation is arrived at after charging/(crediting):

(a)

76

Other net expenses

BRBLATE R, (BR)

BB ATE N, (BER) Tk (GEA)
A TERESFH

(a) HMFXFEHE

Six months ended 30 June

BEAA=tHLEAEA

2023 2022
—E_=F —E_—
RMB’000 RMB'000
AR¥T ARETT

Interest income F B A (29,484) (3,174)
Government grants AT B (5,984) (9,250)
Net loss on disposal of fixed assets HERTEEEZFER 339 353
Fair value change on derivative MANERES 2 ITEDR

financial instruments embedded in TENRAAEBEEESD

convertible bonds (Note 18) (PfF3E18) 73,309 8,522
Fair value change on listed equity ETRAFSFHAAEE

securities (Note 10) 28 (Mt 10) 2,855 -
Fair value change on foreign currency  SMNESERIE A MR AR BE

option contracts (Note 10) 25 (fizE10) (19,118) -
Investment income from a trust EERERT B E WA

investment scheme (Note 10) (fF3E10) (4,645) -
Impairment loss on intangible assets EEEAEREEE

(Note 9) (FE9) 64,876 19,177
Net foreign exchange loss ME B R EE 58,102 126,149
Others HAth (33) 71

140,217 141,706
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Notes to the Unaudited Interim Financial Report
R B P R B RS R M e

(Expressed in Renminbi unless otherwise indicated)

5 PROFIT/(LOSS) BEFORE TAXATION (continued) 5

(b)

(c)

Finance costs (b)

(Br = AR5

A& R

BIAAREZ7)

BREBLEDER(EE) @)

Six months ended 30 June

HEXA=tTHIEXEA

2023 2022
—E-=E —E__F
RMB’000 RMB'000
AR®T AREET T
Interest and other borrowing costs B REAMEEKA 49,813 17,974
Interest on convertible bonds (Note 18)  A] #E#a{&E 455 & (M35 18) 89,620 128,593
139,433 146,567
Less: interest expense capitalised into  J& : EEZ LIRERE AL Z
construction in progress FBEFHX (3,165) (9,554)
136,268 137,013
Other items () HfbEHR
Six months ended 30 June
BEAA=t+HLEXMEA
2023 2022
—E_=F ==
RMB’000 RMB'000
AR®ET R AREFT
Amortisation cost of intangible assets 4 JIZ & 2= # $5 A 2R
(Note 9) (Ff45E9) 107,657 114,847
Less: amount capitalised as development 3 : 2 & 2 T & A1k,
costs in intangible assets e - (13,490)
107,657 101,357
Depreciation cost of fixed assets (Note 8) [ E & EHr &K A (HizEs) 85,461 73,609
Less: amount capitalised as development 3 : 2 & 2 R &A1t
costs in intangible assets RS He5E (211) (901)
85,250 72,708
Write-down of inventories (Note 12) T & MOR (B EE12) 10,259 22,980
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Notes to the Unaudited Interim Financial Report

S

% P B 5 R B

(Expressed in Renminbi unless otherwise indicated)

(BREHEIEBHEIN HUAREZ7)
6 INCOME TAX 6 FTiEH
Six months ended 30 June
BEANA=THLAEAR
2023 2022
—E-=E —E-—F
RMB’000 RMB'000
AR®T AREET T
Current tax B HA 5 18
Provision for PRC corporate income tax B B ES TR E
for the period 217,452 31,270
(Overn)/under-provision for PRC corporate i@ FE R B> ZEFTEH
income tax in respect of prior years (BEERE), BETR (66) 6,123
217,386 37,393
Deferred tax ELERIE
Origination and reversal of temporary TS ERNES REE
differences 20,543 (41,333)
237,929 (3,940)
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The PRC corporate income tax rate is 25% for the six months
ended 30 June 2023 and 2022.

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 2023 and
2022. The Company is applying for the extension of HNTE and
the entitlement of the preferential income tax rate for 2023 to
2025. The directors of the Company are of the view that there
is no significant difficulty to obtain the approval of the

preferential income tax rate for 2023 to 2025.

(i)

BE_S-_=Frk=_2F—-—
NAZTBIEAREAR  REE
EEMES R 25% -

FRMEMSHEAFTRER
BRER EFEmEE] (I
Rt E]D  £ERARA
HENMEEELCEMERE
(TRZERMBRE])15% 25 4+
BEMEHR - RARERTE
AnTEmeE B2
ZEFERZEZZFRA=T
HIEAM@EA - ARERCEMR
SRENS%EB o N AR IEER
BIEE = EMihE] RN
E_=FE-_T-_RFZEE
BRBME - ARAESR
B RERZZEZ=FF_F
—hEZHEEEAMEHENE
A B AR EE o
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R B P R B RS R M e

(Expressed in Renminbi unless otherwise indicated)

7 EARNINGS/(LOSS) PER SHARE

(a)

(b)

Basic earnings/(loss) per share

The calculation of basic earnings/(loss) per share is based on
the profit/(loss) attributable to equity shareholders of the
Company of RMB1,029,495,000 (six months ended 30 June
2022: loss of RMB32,798,000) and the weighted average
number of 879,967,700 ordinary shares (six months ended 30
June 2022: 879,967,700 ordinary shares) in issue during the six
months ended 30 June 2023.

Diluted earnings/(loss) per share

Diluted earnings/(loss) per share for the six months ended 30
June 2023 and 2022 were the same as the basic earnings/(loss)
per share as the potential conversion of the convertible bonds
had an anti-dilutive effect on the basic earnings/(loss) per

share.

(Br = AR5

BIAAREZ7)

7 BREF(FHE)

(a)

(b)

BRELXRF(BE)

BRERRBR, (EBE) HRE
RNA RS R = F, (8
B) AR ¥ 102949500070 (B ZE
ZEZZFRNA=ZTHLIESNE
A BEARE32,7980007T)
UEkEBZ2_ZE-_=FA=1+
HIENEABZETL@ARA M
1 19 #879,967,700 % (B = —
T EXNAZTHIEAER -
879,967,700 B Er i AR ) B B AEET

= o
>t

SR#BERF(BER)

RN A BRESNEEERY
BRERRF,(BE) AER
BEER #HE_T =%
RZZBZZFXA=FTHIER
BEAMEREERTN,(EE)
BEREARRF(EE)ER -
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S

(Fr 5

8

SEX P I B T 3R H MR
%I A 7 E = PNA
(Expressed in Renminbi unless otherwise indicated)
BB UARBZ7)
FIXED ASSETS 8 EEEE
Ownership
interestsin
Office leasehold
Plantand equipment Motor  Construction land held for
buildings ~ Machinery  and others vehicles  in progress Sub-total own use Total
BERRZ
BAE HELH
BERET HE  RERAM RE EEIR Nt FEREER @zt
RMB000 RMB'000 RMB'000 RMB'000 RMB000 RMB'000 RMB'000 RMB'000
ARETT  ARETT ARETT ARETR ARETR ARETR ARETR ARETR
Cost: A
At January 2022 R-E--F-f-H 1575687 752,732 349126 2,264 567944 3247753 395,748 3643501
Additions HE 9490 4964 5468 - 434616 454538 - 454538
Transfer from construction in BERIREY
progress 110319 37971 178818 - (327,108) - - -
Disposals BE - (3026) (3203) - - (6229 - (6229)
At 31 December 2022 i S
+-A=1-H 1,6954% 792641 530209 2064 675452 3,696,062 395,748 4091810
Additions AE - 1840 3487 849 121577 127753 - 127753
Transfer from construction in BEEIRER
progress 8650 1810 9956 1536 (21952) - - -
Disposals RE - (799) (1013) - - 181) - (1811)
At30June 2023 R-E-=F~A=1H 1,704,146 795493 542639 4649 775077 3822004 395,748 4217752
Accumulated depreciationand Z3HTER @
amortisation:
At January 2022 R=ZF-—F#-f-H (148479) (141,085 (98,740) (641) - (388945) (38,001) (426,946)
Charge for the year Bl (51,779) (49022) (40943) (215) - (141,959) (8.595) (150554)
Written-back on disposals REERHE - 1,986 2469 - - 4455 = 4455
At 31 December 2022 RZE-—F
+-A=1-H (200.258) (188,121) (137214) (856) - (526449) (46,59) (573,045)
Charge for the period il (26,665) (25,540) (288571) (107) 5 (61163) (4299) (85461)
Witten-back on disposals REEBHE - 495 911 = = 1406 = 1406
AOkne0s  RSECZERASIA @26523) (3166 (16514 03 o el (0894 _ (657100
Carrying amount: RAEE:
At30June 2023 R-E-=F/ A=1H 1477223 582327 377485 3686 715077 3215798 344,854 3,560,652
At 31 December 2022 i S
+-A=1-H 1495238 604,520 392,995 1408 675452 3169613 349,152 3518765
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R AEE R P HA B 15 R S i AT
(Expressed in Renminbi unless otherwise indicated)

(B = A - HUARKEZ5)

FIXED ASSETS (continued)

(i)

(iif)

As at 30 June 2023, the Group was applying for certificates of
ownership for certain properties, with carrying value of
RMB535,878,000 (31 December 2022: RMB544,900,000). 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 2023, amount of RMB322,339,000 (31 December
2022: RMB159,322,000) of the ownership interests in leasehold
land held for own use, amount of RMB578,590,000 (31
December 2022: RMB409,075,000) of construction in progress
and amount of RMB678,864,000 (31 December 2022:
RMB609,044,000) of plant and buildings were held in pledge

for bank loans.

In 2022, the Group sold some of its machinery and equipment
to external parties and leased them back for a term of 2 years.
The Group determined the transfers to buyer-lessor were not
considered as sales under IFRS15, thus the Group continues to
recognise the underlying assets, and recognises financial
liabilities for the considerations received. As at 30 June 2023,
the carrying amounts of the plant and buildings and
machinery pledged for the aforementioned sale and leaseback
transactions were RMB302,160,000 (31 December 2022:
RMB321,727,000) (Note 17(b)).

EEEE#)

(i)

(i)

RZBEZ=FA=+H 'K
SErEEERARE
535878000 L (T - —F+ =
A=+—8 : AE% 544,900,000
T E TYERFEEERE
E-ARAEERREIERN
RSB EEERISELT
FEFR b REZER
FEBEE o

RZZEZ=FXA=+H"' A
R¥322339000(=ZZF ==

+ZA=+—H: AR%
159,322,0007T) M) #F1EE A 2 18
ErAEREER AR
578590000 (ZE - —F+ =
A=+—8 : AR%409,075000
T)INEREIRMEARE
678864000 L( T - &+ =
A=+—8 : AE% 609,044,000
TO) R RIEFIERRITER
I o

RZZEZZF  AEEMIN
ATHEHEIHOHIE REZEL
ASEER - BHIRE - A&EH
WEEETES — HEAALT
AR BB B EERFE 1S
RIBTHEE  WASEEE
WMRAEEEE - WHE WA
REBRERAEAR  R=2F
—=FXA=+H LiuiEk
HERZERNEE  BFR
EHDEEEAARE
302,160,000 T (- —F+—
A=+—8 : AE%321,727,000
7o) (M EE17(0)) °
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REBZT AU R EM T

(Expressed in Renminbi unless otherwise indicated)

(Fr=EEPN  BAAREZ5)

9 INTANGIBLE ASSETS 9 \|EEE
Hepatitis C Drugs Other Drugs
AFES 443

Capitalised  Genericdrug Insulin Capitalised

development intellectual intellectual  development
Patent costs  propertyrights  property rights costs Total

Al i B2 BAf
R RS AdER AdER E S E
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000

ARETT  ARETR  ARETR  AR%TR  ARETT  ARETR

Cost: A
At 1 January 2022 WZZE--F-f—H 848,021 174015 1469757 150963 1027331 3670087
Addition through internal development 5 48 058 % #1% - 497 - - 69,125 69622
Addition and transfer from prepayment B ZUBHT1E R & £ - - 20,381 - - 20,381
Transfer from development costs to FES LEREF
patents - - - 110,106 (110,106) -

At 31 December 2022 S

+-A=t+-H 848,021 174512 1,490,138 261,069 986,350 3,760,090
Addition through internal development B R 2hf & 3T3E - - - - 20444 22444
Addition and transfer from prepayment ~ TE{SFIB T e - - 144,977 - - 144,977
At30 June 2023 RZZZ=F~A=+A 848,021 174512 1635115 261,069 1,008,794 3927511
Accumulated amortisation: 25TEE
At 1 January 2022 R-E--F—-f-H (169,782) - (192879) (9452) - (372,113)
Charge for the year FRG (67481) - (143,694) (17,029 - (228,404)
At31 December 2022 A S

+-ZA=1+-B (237,263) - (336,573) (26,681) - (600,517)
Charge for the period Bk (32,230) - (62,374) (13,053) - (107,657)
At30 June 2023 RZZZ=FxA=1+A (269493) - (398947) (39734) - (708,174)
Impairment loss: BEEE
At1 January 2022 R-E-—5-f-H - - (25,984) - - (25,984)
Recognised in the year FRER (20399) (22,599) (169,945) - - (212,943)
At 31 December 2022 WZEZZ

+-A=1+-B (20399 (22599) (195929) - - (238927)
Recognised in the period BRER - - (64876) = = (64876)
AtOJune 203 RIBZFAASHE 20399 . (22599) (00809 . T T B0y
Net book value: REFE:
At 30 June 2023 WZE-=FxA=1H 558,129 151913 975,363 221335 1,008,794 2915534
At31 December 2022 RZZE-ZF

+ZA=1+-B 590,359 151913 957,636 234,388 986,350 2,920,646
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AREBZTHY R EM T

(Expressed in Renminbi unless otherwise indicated)

(B = A - HUARKEZ5)

INTANGIBLE ASSETS (continued) BEEE®)
(i) As at 30 June 2023, the capitalised development costs were (i) RZE_=F~A=+H &

(ii)

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. (& 3 H 5
S BEEE NG B IR A B, “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 2023, the Company had made accumulated
payments of RMB1,600,129,000 (31 December 2022:
RMB1,599,828,000) to Sunshine Lake Pharma, in which
RMB1,635,115,000 (31 December 2022: RMB1,490,138,000) was
transferred to intangible assets after the China National
Medical Products Administration (“NMPA") approvals for 31 (31
December 2022: 29) out of the Target Products has been
obtained as at 30 June 2023.

FRERSRE 2023 / B &

(ii)

AMEFRBEXHERNAZETE
AR AL ©

RZE-—NFR=ZZE—NF "
$Lﬂﬁ%%%%t%%h@
BRAR(ERR G EEE])
(BASEEM A RS =—
FHZARERABERTIZER
BRER) FT M AR IE UK BB 15k - DAAR
RABAREE2,131,635000 7T A &
RAR[G R BEEWAEREE RN
BATRER - MBMERE LB
(TERER]  BREPIEE
H RIE A R 1,065,817,000 7C
ETERBRNREEARK
577,888,000 7T R AT K AR
5 487,930,0007C © R T B ZEE
mEARREEME ©

RZE-_=ZFXA=F+H K
NEID BERER R 5k g2
A AR 1,600,1290007T (=
T_ZF+ZA=+—H: A
FR#1,599,8280007T ) * E R A
R #1,635115000t(ZF ==
F+ZA=+—H: AR®
1490,1380007C ) R — T Z =4

NAZTHESEEZEERT
=+—B(ZZEZZF+=A
=+—08: =+ hBE)NHEE
REGEREER([HER))
HXEEBARTEE -
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REBZT AU R EM T

(Expressed in Renminbi unless otherwise indicated)

(Fr = AR5

BUAARKEEZS)

Financial Report

9

INTANGIBLE ASSETS (continued)

(iif)

Impairment review on the intangible assets of the Group has
been conducted by the management as at 30 June 2023. As
new market competitors were introduced, the estimated
recoverable amount of 5 (six months ended 30 June 2022: 3)
generic drugs, which were determined based on value-in-use
calculations, were less than their carrying amount. The
differences were approximately RMB64,876,000 (six months
ended 30 June 2022: RMB19,177,000) 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.

10 FINANCIAL ASSETS MEASURED AT FVPL

9

B|EEE®)

(iff)

RZZE=Z=F~A=+H &
BECHASEREEEET
BEER o BN TISHR H IR
HF  RAB@EZE=Z=—Z=
NA=ZTBIEAER =@
B EER (5T AT Uk Bl & 28 (3R{E A
BEFTEET)ENEERE -
BEREFHER  =5AT
# 5 N R 64,876,000 0 (B 2=
—E - —FRAZFTBLEARE
A: AR®191770007T) @ 7
meBEmkEMEEKERFR
B[ HEMA R EE] NERA
BEEE °

10 BAREETEAEZE

AEZHNEHMEE
At30June At 31 December
2023 2022
R=-ZT== R-E_C
NA=+H +-A=+—H
Note RMB’000 RMB'000
P5E AR®ET ARBFIT
Non-Current FEFE
— Investment in listed equity — FRAFEHRE
securities (i) 12,345 -
Current TRE
— Investment in a trust investment  — SR AT IR E
scheme (ii) - 290,000
— Foreign currency option contracts — YN HIRES %9 (iif) 19,118 -
19,118 290,000
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10 FINANCIAL ASSETS MEASURED AT FVPL

AREBZTHY R EM T

(Expressed in Renminbi unless otherwise indicated)

(B = A - HUARKEZ5)

10 RAARBEFTEEHSE

(continued)

(i)

The Group's investment in listed equity securities are shares in
Beijing Sunho Pharmaceutical Co., Ltd.,, a company listed in
Beijing Stock Exchange and engaged in manufacturing and
sales of pharmaceutical products. The Group classified its
investment in non-current financial assets measured at FVPL,

as the investment is held for strategic purposes.

During the six months ended 30 June 2023, the net fair value
loss in respect of the Group's investments in listed equity
securities recognised in profit or loss amounted to
RMB2,855,000 (six months ended 30 June 2022: nil).

On 27 December 2022, the Group invested in a trust
investment scheme established and managed by a trust
company as the trustee with the principal of RMB290,000,000.
Pursuant to the agreement, the trust scheme is designated to
make the majority of its investments in debt and equity
securities, while the principal and return of the investment are

not guaranteed.

In March 2023, the Group redeemed all investment in the trust
scheme with the principal amount of RMB290,000,000 at a
total consideration of RMB294,645,000.

FRERSRE 2023 / B &

AEZNERMEE &)

(i)

AEENETBRARSRER
EREZBERNOHAR AN
Bfn > ZARELEREZR S
rEm EZEREERE
E-BHRZREAAEEHA
B REBEBESBREARN
BEEAEZEHTABRD
FRBEREE -

BHE-Z-=FXA=+HL
NEA - AREEREEP ER
WEMBRAZFLFRENRAAE
BE5 1855 A/ A KR 82855000
T(BREZZ-__FA=+H
IEAREA &) -

RZZEZZF+=ZA=++t

H AEERAERAETAA
EASTEARILKERMNER
BEHE X2 BAR
290,000,000 7T ° 48 ¥ 3% #p &% -
SHFTEIEERIRERBY A
REHRBRARFS  MIEEAXR
© K BRI ERE o

R-ZTE-_ZFZF AEEE
B & 58 A A K % 290,000,000
T B ErEETEIIRE - R
&5 AR 294,645,000 7T
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REBZT AU R EM T

(Expressed in Renminbi unless otherwise indicated)

(Fr=EEPN  BAAREZ5)

10 FINANCIAL ASSETS MEASURED AT FVPL 10 RAREBESEEHSE
(continued) A?E E’Jﬁﬂﬂﬁ?(ﬁ )
(i) The Group entered into foreign currency option contracts (i) ASKBEHEIRITEIZINEHES

with banks to mitigate the currency risk arising from certain of
its bank loans denominated in USD. All these option contracts

are matured within one year.

During the six months ended 30 June 2023, the net fair value
gain in respect of the Group’s foreign currency option
contracts recognised in profit or loss amounted to
RMB19,118,000 (six months ended 30 June 2022: nil).

#) - AR E T IAKTTAHER
RITEFRMSIBNEERR
MAZEHEANBDE—FR
28 -

BE-_ZE-_=F#XA=+8H1t
NER - AEBESINEEES
HWRBZEPERH AL EERK
wFE A ARE19,1180007T (F
§—7——£'E/\H +E|_|J:/\
@A : M) o

11 PREPAYMENTS 11 FE{ARIE

At30June At 31 December
2023 2022
R=BZD=F pR-ZT -
ARA=+H +ZH=+—H
RMB’000 RMB'000
ARBT T ARBFT

Prepayments for intangible assets EAEMTENHKIE - 109,691

Prepayments for property, plant and ME - R MEERTERNR
equipment 221,689 186,069
221,689 295,760
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R B P R B RS R M e

(Expressed in Renminbi unless otherwise indicated)

(Br = AR5

BIAAREZ7)

INVENTORIES 12 78
At30June At 31 December
2023 2022

R-ZB=-= R-E——

ANA=+H +=-A=+—H
RMB’000 RMB'000
AR¥ET T AREFIT
Raw materials ERAE 188,594 215311
Work in progress w8 H 78,932 55,006
Finished goods BUAK o 82,254 40,445
Goods in transit TESR 3,765 4265
353,545 315,027

The analysis of the amount of inventories recognised as an expense

and included in profit or loss is as follows:

ERR/MAXAFTABENTFESR
DT

Six months ended 30 June

BEAA=THILEAEAR

2023 2022
—E_=F — g

RMB’000 RMB'000

AR¥T T ARETIT

Carrying amount of inventories sold BEEFEREE 535,315 224,331
Write-down of inventories 5 & MRk 10,259 23,560
Reversal of write-down of inventories FEMUR D - (580)
Cost of inventories sold EERFERAR 545,574 247311
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REBZT AU R EM T

(Expressed in Renminbi unless otherwise indicated)

(B = A B - HUARKEZ5)

13 TRADE AND OTHER RECEIVABLES 13

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:

B2 REMmEWKIE

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

At 30 June At 31 December

2023 2022

R-ZZEZ= R-ZE—_—F

ANA=+H +ZA=+—H

RMB’000 RMB'000

AR¥ET T ARET T

Within 3 months 3ME A A 991,730 784,628

More than 3 months but withinone year ~ #8:@3 @ AE1ER 121,481 221,137

More than 1 year HidF 16 52
Trade and bills receivable, net of allowance  JEUSBEFX N FEUN 295 -

for doubtful debts kR RIREHE 1,113,227 1,005,817

Other receivables, net of allowance for Hib e s

doubtful debts kR RER 2 3,543 9,022

Prepaid tax and deductible value-added tax TE#44 7118 f Al FN B L E T 28,630 22,077

Financial assets measured at amortised cost 1ZEEEARR ANETEN SR EE 1,145,400 1,036,916

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 RMB32,616,000 (31 December
2022: RMB38,370,000) were pledged as securities of issuing bills
payables by the Group as at 30 June 2023.

BRI —RB LIRS R
FF3020HANEH - BIRER B %
HERE A #RE3ske @B RNEIE -
AEBAE S KEMEWRIETER
AR —F A ULE o

REEAAR32616000T( =
T ZHE+ZRAR=1+—H: AR¥
383700007C) HEWEBEE R =F
—=ERNAC-TREIEE A S E
TENER2EMRR -
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R B P R B RS R M e

NON-CURRENT ASSETS HELD FOR SALE

(Expressed in Renminbi unless otherwise indicated)

(B = A - HUARKEZ5)

14 BEHEZERBEE

At30June At 31 December
2023 2022

R-ZB=-= RN-ZE——
ANA=tH +ZA=+—H
RMB’000 RMB'000
AR¥T T ARBTF T

Investments not held for trading WIHHEEEMIRE

— Unlisted equity securities — JE LR AES - 2,312,320

The unlisted equity securities are shares in Sunshine Lake Pharma.

In 2021, the Company was granted with 10% equity interest in
Sunshine Lake Pharma (the “Target Equity”) at nil consideration from
Shenzhen HEC Industrial Development Co., Ltd. R JII T 8 F5 3 &
¥R B R A&, "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.

In December 2022, the Company (as the transferor), Shenzhen HEC
Industrial (as the transferee) and Sunshine Lake Pharma (being the
target company) entered into an equity transfer agreement(the
“Equity Transfer Agreement”), pursuant to which, the Company
agreed to transfer and Shenzhen HEC Industrial agreed to acquire
the Target Equity held by the Company at a consideration of
RMB2,312,320,000, which was determined with reference to the
market value of total shareholders’ equity of Sunshine Lake Pharma

prepared by an independent professional valuer.

FETERAE S BERREG I EER

{/\ °

RZZEZ—F ARARQRRERL
KBTI ERERFHE - AQFE
FITREHBEEERBRAA (F
IRGHREXE] EERTERRS
LEZER) 10% K ([ BEARE]) - A2
AR ZZE = —F -+ AREIRERNE
EE UHEAAEBEAARE
1,770,385,000 JT MR E X A 1 B IR A
REBEFEBHZFHFAEBRZ - F
K RHBREBZXSNERTIEA
R # 265,558,000 C1% « A AIFERA
R#¥1,504,827,000 L BB ARG -

RZBEZZF+ZR xRF(EA
) RYEGREE(EAXE
FIRBERREGEEZE (BB EAR)
VR EEERG (T REEED
D) B AARIREEREmRI
REABEXRBRERRFFENE
ERHE - REARARK2312320000
TL o RS ER N BEAERMRR
B ER RIS N R RS ATET
EMEE °
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REBZT AU R EM T

(Expressed in Renminbi unless otherwise indicated)

(Fr=EEPN  BAAREZ5)

14 NON-CURRENT ASSETS HELD FOR SALE 14 FEHEZHRBEE #)
(continued)
As at 31 December 2022, the Equity Transfer Agreement has not RZBE-_—_F+=—_A=+—H AR
taken effect as part of conditions precedent have not been fulfilled. B SR G B AREN - IREEZE
The Group transferred the financial assets measured at FVPL of EEARAEW - NEBBILRANEBES
RMB2,312,320,000 into non-current assets held for sale. SHEZHTABRNEREEAR
#2,312,320000 T ¥ AFSVEE & 2 3F
MBNVEE o
On 27 June 2023, all conditions precedents under the Equity Transfer RIZE_=FA=Z++tH BES
Agreement have been fulfilled, the Company received the EREEITE NPTE SR GEE ER
consideration in full. AN B B EEUNEUEE o
15 CASH AND CASH EQUIVALENTS 15 RERREEEER
At30June At 31 December
2023 2022
R=ZB== RN
ANA=tH +ZA=+—H
RMB’000 RMB'000
AR¥T ARBFT
Cash on hand FHERE - 6
Cash at bank RITHE 5,026,982 1,000,318
Less: restricted cash (i) W ZREIFES ) (1,245,373) (76,781)
Cash and cash equivalents in the RESRERFHESR
cash flow statement ReEEER 3,781,609 923,543

() Asat30June 2023, the balance mainly represented amount of
RMB1,109,200,000 (31 December 2022: nil) of the restricted

cash were held in pledge for bank loans (See Note 17).

(i) RZE_=FXA=+H"
BHEZIBERRITER ﬁ?ﬁﬁ’]
PR 3R & A R % 1,109,200,000
T(ZEZZF+=ZA=+—
A &) (REE17) -
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Notes to the Unaudited Interim Financial Report
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(Expressed in Renminbi unless otherwise indicated)

TRADE AND OTHER PAYABLES

16

As of the end of the reporting period, the aging analysis of trade

creditors and bills payable (which are included in trade and other

(B = A - HUARKEZ5)

EZ R EMtEMARER

BEREHR  BUERXMENRE
(Bt AE S MEMENKIRA) RER

payables), based on the invoice date, is as follows: HEARERER DATAAT ¢
At30June At 31 December
2023 2022

R-ZB=-= R-ZE——
AA=t+H +=ZA=1+—H
RMB’000 RMB'000
AR¥T T ARBFT
Within 1 month MAAR 56,366 72,397
1to 3 months 1ZE31EH 43,476 54,071
Over 3 months but within 1 year BA3EAEIFA 81,356 39,179
Over 1 year HBidm1F 4,165 1,740
Total trade and bills payables RN ENRIEERE 185,363 167,387
Amounts due to related parties &~ A B 75 2B 39,545 13,409
Value added tax and other taxes payable — HE2{EF & E b B Fi1E 44,592 151,926
Accrued payroll and benefits FEET TEREH 77,955 185,638
Accrued expenses EarE A 779,141 740,417
Accrued royalty fee e R & 255,730 261,585
Other payables for purchasing fixed assets & 8 [& & & &« E fib B[S 5818 105,974 172,111
Other payables HAth BT 5RIB 21,059 25,749
Financial liabilities measured at RERNTFECSHAE

amortised cost 1,509,359 1,718,222
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(Expressed in Renminbi unless otherwise indicated)
(BREEREAN - AUARKZ5)

17 BANKLOANS AND OTHER BORROWINGS

92

17 BRITEFRHMER

At30June At 31 December
2023 2022
R-TBE=-= R —F
NA=+H +-A=1+—H
RMB’000 RMB'000
AR¥F T ARET T
Non-current EIR
Bank loans RITER 444,583 629,029
Obligations arising from sale and ERARRHIEENER
leaseback transactions 62,500 62,500
507,083 691,529
Current ENHA
Bank loans RITER 1,852,730 147,901
Obligations arising from sale and EREEZIEENERE
leaseback transactions 150,553 75,442
2,003,283 223,343
2,510,366 914,872

(a) Bankloans

(@) RITERK

The analysis of the repayment schedule of bank loans is as BTSN BEEE =S
follows: T

At30June At 31 December

2023 2022

R=B=-= A

AA=+H +Z-H=+—H

RMB’000 RMB'000

AR¥T AR¥ETT

On demand mEFR 391,989 -

Within 1 year 1FE R 1,460,741 147,901

1,852,730 147,901

After 1 year but within 2 years 1B E2HF R 145,891 96,291

After 2 years but within 5 years 2ERBSFR 234,413 467,513

After 5 years 5% 1% 64,279 65,225

444,583 629,029

Total #ET 2,297,313 776,930
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AREBZTHY R EM T

(Expressed in Renminbi unless otherwise indicated)

17 BANKLOANS AND OTHER BORROWINGS

(continued)

(@) Bankloans (continued)

At 30 June 2023, the bank loans were secured as follows:

17

(B = A - HUARKEZ5)

MITERRHEMBER )

(@ S|ITERE)

RZE-_=ZFXA=+H" R

TEFEROT -
At30June At 31 December
2023 2022
R-E-= R-ZE—_—F
AB=tE +-A=+-H
RMB’000 RMB'000
AR¥T AREEF T
Unsecured R R 170,210 40,055
Secured [ 2,127,103 736,875
Total HEt 2,297,313 776,930
(i)  The Group’s bank loans were secured as follows: (i) FEBHIRITES KM

T:
At30June At 31 December
2023 2022
R-EB-=%F A=

ANA=tH +ZA=+—H
RMB’000 RMB'000
AR¥T T AREFT

— Ownership interests in leasehold — #{E8 A 2 AE T
land held for own use PR tEtERS 322,339 159,322
— Construction in progress —EEIR 578,590 409,075
— Plant and buildings — BEREF 678,864 609,044
— Bills receivable (ii) — FRURE (i) 74,447 10,667
— Restricted cash — ZBRFIRE 1,109,200 =
2,763,440 1,188,108

Apart from the above secured assets, the bank loans of
RMB684,817,000 (31 December 2022: RMB294,529,000),
was additionally guaranteed by Shenzhen HEC
Industrial, a related party.

B A EBEEN - A
R ¥ 684,817,000 7T K $R 17
BEH(ZEas = F L=
= + 7 H N K5
294,529,0007T ) A % JIl &R
P E % (CRREE ) RE
BEIMELR ©
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(Expressed in Renminbi unless otherwise indicated)

(Bx

17

94

SEERI  HUAREZ5)

BANK LOANS AND OTHER BORROWINGS 17 SRITEFREMERE)
(continued)
(a) Bank loans (continued) (a) SRITER(E)

(ii)  As at 30 June 2023, the bank loans of RMB74,447,000 (31
December 2022: RMB10,667,000) represented the bills
discounted with recourse which were repayable within

one year.

(iii) As at 30 June 2023, the Group breached certain
covenants relating to bank loans totalling
RMB391,989,000 (31 December 2022: Nil). Pursuant to
the respective loan agreements, the banks have the
rights to require an earlier repayment at their
discretions. In this regard, all these bank loans were
classified as repayable on demand at 30 June 2023.

(b) Obligations arising from sale and leaseback transactions (b)

Obligations arising from sale and leaseback transactions were
repayable as below:

(ii)

(iii)

RZTEZ=F~A=+
B AR #744470007C
WIRTTER(ZE==
TZA=+—RH: AR
106670007‘5)%5555%%1

BRERE  HEAR—F
ANEE -

%

—TE-=FXA=1+
B ANEEEZEREBET

ERMETHRE  B5h
A R #391,989,0007C( =

T_—F+=ZA=+—
H:&) REHEBEER
e - RITHRBBEX
REER - Bt - A%
SROTEFN -_T-_=F

NA=ZTHIERREX
Hig -
ERBERZELENRYE

ERHOIRSEENEFAE
BT

At 30 June At 31 December

2023 2022
R-ZEE== .

ANB=+H +=ZA=+—H

RMB’000 RMB'000

AR¥T ARBTIT

Within 1 year 1R 155,924 81,042
After 1 year but within 2 years 1F%BE2FR 63,279 64,474

Total undiscounted obligations arising 1% 78 B X 5 & £ &)

from sale and leaseback transactions  RBLIR 3 K40 %E 219,203 145516
Less: total future interest expenses W ARRF BB (6,150) (7,574)
Total 1Bzt 213,053 137,942
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(Expressed in Renminbi unless otherwise indicated)

17 BANKLOANS AND OTHER BORROWINGS

(continued)

(b)

18

Obligations arising from sale and leaseback transactions
(continued)

All obligations arising from sale and leaseback transactions
were secured by plant and buildings and machinery with the
carrying amounts of RMB302,160,000 (31 December 2022:
RMB321,727,000), and were guaranteed by Shenzhen HEC
Industrial, Mr. Zhang Yushuai and Ms. Guo Meilan, the ultimate
controlling party of the Group as at 30 June 2023 and 31
December 2022.

INTEREST-BEARING BORROWINGS

(Br = AR5

BIAAREZ7)

17 SBRTEFREMERE)

(b)

ERERXSEENEK(E)

RZE-_=ZFXA=Z+HE=
E-_—_F+-A=+—8 &
BHEB R PEENTERLEY
LABR B & A R % 302,160,000
T(ZEZZF+ZA=+—
B AR®321,727,000 7C) BYBR
BEREFRESFIERA - WA
FIRGHEE  AEENE
WIERR SR B RN ST £ M FBIE R
ZEIREER -

18 stE{EE

At30June At 31 December
2023 2022
R=ZB== N-ZE-—
ANA=+H +=ZH=+—H
RMB’000 RMB'000
AR¥T T ARBEFIT
Convertible bonds AlEEIRES 1,969,303 2,906,963

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 (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 holders of the H share
convertible bonds (the “Bondholders”) have the right to
convert the bonds to the Company's ordinary shares at a price
of HKS$14 per conversion share, which subject to adjustment in
relation to the adjusted net profit for the year ended 31
December 2021. The bonds are unsecured.

RZE—NREFE=ZA=Z+H K
NEEELT— 81,600 10 B H K AT
ERES AESBEAHA
400,000,000 E T (FHERHAR
5 2,702,320,000 7T (1% & B [ &
BE)) - B—MHEFNEES
250000k L BIEHIH A ZZ
—RFZA=-+tH -EHEEF
IR 3005T 8 Wik FEHR
BEHMASAA=+TEBRER+T_A
—t+—HHZ At -Hix A&
BESFEA(ESFEAD
BRESRERRKRG 145 TH
BRGEFERAEARA LR
[ - MERTRERBEE T =—
F+_A=Z+—BHIUEFENK
FRMAETHE - E5AE
IR o

MHIERE 2023 / HERBARITIELRGAERAT 95



Notes to the Unaudited Interim Financial Report

REBZT AU R EM T

(Expressed in Renminbi unless otherwise indicated)

(Bx

18

96

SEEBI

BIAAREZ7)

INTEREST-BEARING BORROWINGS (continued)

(i)

(i)

YICHANG HEC CHANGJIANG PHARMACEUTICAL CO., LTD. / INTERIM REPORT 2023

(continued)

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
of the convertible bonds has occurred up to 30 June 2023.

On 26 September 2022, the Company repurchased certain
convertible bonds in the aggregate principal amount of
USD95,337,821 with total consideration of USD127,317,844
(equivalent to RMB912,907,000).

During the six months ended 30 June 2023, the Company
entered into certain bond purchase agreements with the
Bondholders, pursuant to which the Company agreed to
repurchase all remaining portion of the convertible bonds in
the aggregate principal amount of USD28,911,534,
USD43,118,778, USD38,547,623 and USD194,161,057 from the
Bondholders at the total purchase price of USD40,000,000,
UsD60,000,000, USD54,075,477 and USD263,191,332 on or
before 31 January 2023, 15 March 2023, 3 April 2023 and 5 July
2023 respectively.

Up to 30 June 2023, the Company has completed the
repurchase of the convertible bonds in the aggregate principal
amount of USD205,838,943 at the total purchase price of
UsSD281,393,321 (equivalent to RMB1,978,918,000) and
subsequent to the period end date, the Company has
completed the repurchase of all remaining portion of the
convertible bonds pursuant to above purchase agreements
(see Note 23).

18

STEEBE®)
DEC-)
EWTEWE%$ SRS

(i)

- BAER A RTEHRE 5 H)
Tﬁﬁéﬁiﬁﬁﬁ@ﬁri & &

‘ﬁllhzﬁ&iﬁ}ﬂz$§ﬂﬁ§ HE
ZEZ=FAA=+H Y&
B ERES -

RZEZZFNALAZ+XA "

KRARBRARSRBRER
95,337,821 £ LR T Al g2 fafE
% BR(EB127317844F T
(FEE N AR#912,907,0007T) °

HEZZTZ=FXA=+HLEN
BAR  NATEEHFE AL
ETESFBEE RS TFJH: i /N
RIFE BA_7_
H =
—ET—= ﬁ@ﬂ E&_giz
itﬂ AHEFZAE D HR
4 B B (B 1540,000,000% JT *

60,000,000 JT * 54,075,477 & T
263191332 70 0 M EFHF
BABEXSB%EA28911,534
X JT - 43,118,778% T
38,547,623 % JT % 194,161,057 %
TCE A B E S K T A SR T 2B

7 e

Hz—Z2-_=F,A=+8"
AARBERRIZHEEEER
281393321 XL (HHERARKE
1,978,918,000 7T ) fE B /X & 42 %8
/205,838,943 3 JT /Y 1] & La
% BRHIKkB% ARQRAE
B IE g B 15 % ST A B [El Al
ERESNMBH T B (R
F$23) °
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AREBZTHY R EM T

(Expressed in Renminbi unless otherwise indicated)

(B = A - HUARKEZ5)

18 INTEREST-BEARING BORROWINGS (continued) 18 s TEEE»®)

(i)  The convertible bonds recognised in the consolidated iy ANEBLLZEEPERIRERR
statement of financial position of the Group are analysed as AlEBEAESM IO
follows:

Liability Derivative

component component Total
FTETA

=Rt o st

RMB'000 RMB'000 RMB'000

AREBTT ARETT ARETT

At 1 January 2022 WZE-_—#—H—H 2,364,366 235,759 2,600,125
Fair value change on derivative AR EIRESRE
financial instruments embedded T4 4RI T A

in convertible bonds NREBEES - 8,522 8,522
Accrued interest FEETR) B 128,593 - 128,593
Interest paid EfALE (38,257) - (38,257)
Exchange loss i 5 E1E 125,425 - 125,425
At 30 June 2022 RZE-—FXA=+H 2,580,127 244,281 2,824,408

Fair value change on derivative 3 A RJEE3AE A H)
financial instruments embedded T4 &R T E

in convertible bonds NABEZS) - 851,047 851,047
Accrued interest FEF B 128,736 - 128,736
Interest paid BAFLE (40,228) - (40,228)
Exchange loss [E & Eta 114,386 = 114,386
Repurchase of convertible bonds B [B] A] ## (& 2 (658,709) (312,677) (971,386)
At 31 December 2022 RZEBE_-_—

+-—A=+—H 2,124312 782,651 2,906,963

Fair value change on derivative  #z A A S A (& 5 1Y
financial instruments embedded T4 4R T B~

in convertible bonds DAEBEES) = 73,309 73,309
Accrued interest TR & 89,620 = 89,620
Interest paid BERAFE (37,180) - (37,180)
Exchange loss b &8 41,477 4 41,477
Repurchase of convertible bonds B O] o] &2 3 (& %4 (756,551) (348,335) (1,104,886)
At 30 June 2023 W-ZE-—=FA=1+H 1,461,678 507,625 1,969,303
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(B = A B - HUARKEZ5)

19 CAPITAL, RESERVES AND DIVIDENDS
(a) Dividends
(i) No dividend for the six months ended 30 June 2023 and

2022 were proposed.

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

year approved during the six months ended 30 June

19 BEX - RERKRE
@ KE
) HEZT-_=FR=ZT
T CEARAZTHIEKRE

AT EZZTIRE °

iy HEZZ-_=ZFEK=-Z
ZZHERNA=1THIERE

2023 and 2022. ARt - E B R
FIREAR B -
(b) Share Capital (b) B
Ordinary shares, issued and fully paid ERTRHMEZEAR
At 30 June 2023 At 31 December 2022
R-ZE-=FXA=+H RZZEZ=—F+=A=+—4H
No. of shares RMB’'000 No. of shares RMB'000
REE AR¥TR BRmHEE ARETT

Ordinary shares, issuedand B/ 817 R &R EiBAR -
fully paid:
As at 30 June/31 December R7NA=+H,/
+ZA=+—H 879,967,700

879,968 879,967,700 879,968

(c) Equity settled share-based transactions

No share options were granted nor exercised during the six
months ended 30 June 2023 and 2022.

(0 HUESEENROIGRS

BE_T-_=Fk=-_%F-—
NAZTBIEAEAR - BER
SR T (AT B A A o
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AREBZTHY R EM T

(Expressed in Renminbi unless otherwise indicated)

20 FAIR VALUE MEASUREMENT OF FINANCIAL
INSTRUMENTS

(a)

Financial assets and liabilities measured at fair value

(i)

Fair value 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:

Level 2 valuations:

Level 3 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

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

Fair value measured using
significant unobservable
inputs

FRERSRE 2023 / B &

20 ST EMAREE

(a)

(Br = AR5

BIAAREZ7)

il

ADNRBEFENEREER

&

(i)

TRIITAIRE BRIRE
EHEEAGENAEES
BTEMNAREE
RBIR I B ELERE 13
WAL EBEGTENATED
“WMAREBEES AR
BEENDEKELLR
(L E R AT A A B
MABREREEHET
W
FIREE: EEREIREA
YEAENDAE
& B 2R
BREEXAEN
ERMIBTREH
EMBE

D EREIREAY
BHENDAE
EREP S 33k
[HEEEE-EIN
g% BAFRE
ATABEGAH
- FABRNE
ABERELER
MEEENE AR
i3

BIRMEE: FREATIER

BABBHEND

AfEE

REXRIEERGARLDE 99



Notes to the Unaudited Interim Financial Report

REBZT AU R EM T

(Expressed in Renminbi unless otherwise indicated)

(B = A B - HUARKEZ5)

20 FAIRVALUE MEASUREMENTOFFINANCIAL 20 €@ I EMAAEETE
INSTRUMENTS (continued) (4&)
(a) Financial assets and liabilities measured at fair value @ UAAEBEITENEREENR
(continued) 8& (&)
(i) Fairvalue hierarchy (continued) (i) AREBEERE)
The Group has a team headed by the finance manager REBZRAE BRI KL
performing valuations for the conversion option IBBEMEEK - HERAR
embedded in convertible bonds. The team reports RS S ER T
directly to the chief financial officer and the audit B - ZEFEER KL
committee. A valuation report with analysis of changes ENEZEESRE - &
in fair value measurement is prepared by the team at BB ESTPEHMFERS
each interim and annual reporting date, and is reviewed BERE—HoOoNMARE
and approved by the chief financial officer. Discussion B 228N HERS -
of the valuation process and results with the chief A B 4B S 3R B ANt
financial officer and the audit committee is held twice a o BFRUBRENE
year, to coincide with the reporting dates. mEE e HERE LA
SRETTRRER - a5 B
HiE R E HEEY S -
Fair value
at 30 June Fair value measurements as at
2023 30 June 2023 categorised into
R-R==% RZB-=£XA=1RHK
~A=TH MABEHEDIER
ZRAEE Level 1 Level 2 Level 3
F18 g2} E38
RMB’000 RMB'000 RMB'000 RMB'000
ARBTRT AR®TR AR®TR AR%ETR
Recurring fair value REEDABETE
measurement
Financial assets measured at FWPL - R EETEAEEF
SABRNERAE
— Listed equity securities — FWREES 12,345 12,345 - -
— Foreign currency option —NEEESD
contracts 19,118 - 19,118 -
Convertible bonds ERES
— Derivative component —TET AR
(Note 18(i) (Bry £ 18 507,625 - 507,625 -
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20 FAIR VALUE MEASUREMENT OF FINANCIAL

(Expressed in Renminb

(Br = AR5

20 E@MTENAAEE

i unless otherwise indicated)

BUAARKEEZS])

E£

i

INSTRUMENTS (continued) (&)
(a) Financial assets and liabilities measured at fair value (a) URAAEBEFTENESHREER
(continued) 8& (&)
(i) Fairvalue hierarchy (continued) (i) AREBEERE)
Fair value
at 31 December Fair value measurements as at
2022 31 December 2022 categorised into
i St 3 WZE-—F+-A=+—AK
+ZA=+—-8 MBEGENER
AN EE Level 1 Level 2 Level 3
E18R F28 F38
RMB'000 RMB'000 RMB'000 RMB'000
ARETT  AR%TT ARBTT AR%Tn
Recurring fair value BEMNAEETE
measurement
Financial assets measured at FVPL AR BEFTEAEE
SAERNERERE
— Investmentin a trust investment - — FMEFEAR B IR E
scheme 290,000 - 290,000 -
Non-currentassetsheld forsale  #{EHEZ FRBEE
— Unlisted equity securities — FETRAES 2,312,320 - - 2312320
Convertible bonds ERES
— Derivative component —TEIAHD
(Note 18ii) (B 2 18i)) 782651 - 782651 -

During the six months ended 30 June 2023 and 2022,
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.

HE_Z_="FK_-%
CoFENAZTHIENE
A E1REF R 2E
I fEEE i - o A S
B3R REBMHEKTY
B R ) HR o B R
RANEBEEBREBESR
il S ]E o= ¢
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(Expressed in Renminbi unless otherwise indicated)

(B = A B - HUARKEZ5)

20 FAIRVALUE MEASUREMENT OF FINANCIAL 20 ERMITEAENAAEBE

INSTRUMENTS (continued) (&)
(@) Financial assets and liabilities measured at fair value (a)
(continued)

(ii)  Valuation techniques and inputs used in Level 2 fair

value measurements

The fair value of conversion option embedded in
convertible bonds in Level 2 is the estimated amount
that the Group would pay to terminate the option at
the end of the reporting period, taking into account the
underlying share price and the potential shares

outstanding to be converted.

The fair value of foreign exchange option contracts is
determined using the spot price of the foreign
exchange rates as of the valuation date, strike rates,
forward foreign exchange rates, implied volatilities of

foreign exchange rates and the risk-free rates.

(b) Fair values of financial assets and liabilities carried at (b)

other than fair value
The carrying amounts of the Group’s financial instruments

carried at cost or amortised cost were not materially different

from their fair values as at 30 June 2023.

102 YICHANG HEC CHANGJIANG PHARMACEUTICAL CO, LTD. / INTERIM REPORT 2023
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(Expressed in Renminbi unless otherwise indicated)

(BRBERBAN  HUAREZ7)
CAPITAL COMMITMENTS 21 EXREE
Capital commitments outstanding at 30 June 2023 not provided for RZTB-=F,A=+H " E£HH&
in the interim financial report were as follows: G KRB ER R BITENRED
BN
At30June At 31 December
2023 2022
R-ZB-=F R-E——
ANA=+H +=-A=+—H
RMB’000 RMB'000
AR®ET T ARBFIT
Contracted for BET4
— Acquisition of fixed assets —BERTEE 425,885 254,472
— Acquisition of intangible assets —BEETEE 1,580,305 1,621,727
2,006,190 1,876,199
MATERIAL RELATED PARTY TRANSACTIONS 22 EABEHEIX S

During the six months ended 30 June 2023 and 2022, the directors
of the Company are of the view that related parties of the Group

include the following:

Name of related party

B B

BE-_ T =R -_FxA
ZtHIEREAR  ARREERAEK
EEREE A BEEATE)

Relationship with the Group
BEAKBEMBEER

HEC Biochemistry Pharmacy Co,, Ltd. (B &R G (L R EFR A F)])
("HEC Biochemistry Pharmacy”)
HERGAECREGR AR ([REE(CRE])

Sunshine Lake Pharma (BR R[5 K BB R A F])
FEIRRG 8%
Shaoguan HEC Packaging and Printing Co., Ltd.

(AR B EERIA R A F]) (‘Shaoguan HEC Printing”)
RARBG X BERIBRA R ([FBARE R )

FRERSRE 2023 / B &

effectively owned by the ultimate
controlling shareholder
HREIERBRRERESR

effectively owned by the ultimate
controlling shareholder
HREER R E DR

effectively owned by the
ultimate controlling shareholder
HREERBRRESESR
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REBZT AU R EM T

(Expressed in Renminbi unless otherwise indicated)

(B = A B - HUARKEZ5)

22 MATERIAL RELATED PARTY TRANSACTIONS 22 EXBBAERS @)

(continued)

Name of related party

BB B

Relationship with the Group
BEAREEABAR

Yichang HEC Power Plant Co, Ltd. (E B R[5 A W EEFR A AE])
("HEC Power Plant”)
HERGHXNNBEFRARI([REAXNES])

Yidu Shanchengshuidu Project Construction Co,, Ltd.
(E#ILEKERZE TR AR E]) (“Yidu Construction”)
HELOKER LT R AR AT ([ ERE])

Ruyuan HEC Pharmaceutical Co,, Ltd. (FLIRERFGZ X BEEBR A 7))
(“Ruyuan HEC Pharmaceutical”)

FURRG A EXRR AR ([FRREG L EEE])

Yidu Changjiang Machinery Equipment Co,, Ltd.
(EHR TR E AR A a]) ("Yidu Machinery Equipment”)
HERIEMZEER AR (EERIIHEMERE]D

Shenzhen HEC Industrial Development Co., Ltd.
CRYIM RS A EXERERAE])
FRYNREHEEERBR AR

Dongguan HEC Pharm R&D Co,, Ltd. (BREEE 5 B 2 AR A R))
(“‘Dongguan HEC Pharm R&D")
R RS EYHEBR AR ([ RERG By

Ruyuan HEC Intelligent Technology Co., Ltd.
(FILRES B ERE AR A R]) (‘Ruyuan HEC Intelligent Technology”)
RRGAESERBERAR([FRREG X EER])

Dongguan HEC Biopharmaceutical R&D Co,, Ltd.
(REMRBG K EYEHAERRRA)
(“‘Dongguan HEC Biopharmaceutical”)
REMRGHEMEREARAR([REREGHEWEE])

* The English translation of the above companies’ names is for reference only. The *
official names of these companies are in Chinese.
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effectively owned by the ultimate
controlling shareholder
HREIERBRRERER

effectively owned by the ultimate
controlling shareholder
HEREIZERBRRESESR

effectively owned by the ultimate
controlling shareholder
HREERRRERER

effectively owned by the ultimate
controlling shareholder
HREIERBRRERER

effectively owned by the ultimate
controlling shareholder
HEREERBRRESESR

effectively owned by the ultimate
controlling shareholder
HREERRRERER

effectively owned by the ultimate
controlling shareholder
HREIERBRRERER

effectively owned by the ultimate
controlling shareholder

HEREEBR R E DA

ERARAWORXEZFEHRSE - %
ERANE S BREAT XA -
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(Expressed in Renminbi unless otherwise indicated)

22 MATERIAL RELATED PARTY TRANSACTIONS

(continued)

(a)

Transactions with related parties

(a)

During the six months ended 30 June 2023 and 2022, the

Group entered into the following material related party

transactions:

(Br = AR5

BUAARKEEZS])

22 EXBEBERS &)

HEBLT XS

BE_S_=Fk=_2F_-—
NAZTBIEAEAR A&EE
RN TEXRBEBARS :

Six months ended 30 June

BEANA=tTHILEAXEA

2023 2022
—B-=F —F-_—
RMB’000 RMB'000
AR¥T T AREFT
() Purchase of goods from: () BUTEZHEEER:
— Shaoguan HEC Printing — BERG Y ENR 18,046 9,099
— Ruyuan HEC Pharmaceutical —IRRG K B 9,026 14,088
— HEC Power Plant —REXNNEE 17,499 13,135
— HEC Biochemistry Pharmacy — RS ARG 17,502 17,297
— Ruyuan HEC Intelligent — HRRGHEERR
Technology 138 180
62,211 53,799
(i) Accept service from: (i) BEXUATETRS :
— Sunshine Lake Pharma — ERRG s 40,410 41473
— HEC Biochemistry Pharmacy — BG4 b R % 1,593 1,593
— Yidu Construction — EHEE 7,071 4,588
— Ruyuan HEC Pharmaceutical — IRRG B 2,478 -
— Others — HAb 778 19
52,330 47,673
(i) Lease assets from: (i) MATEHFHEEE
— Dongguan HEC Pharm R&D — RERG K EYIHE 1,113 1113
— Others — HAh 603 462
1,716 1,575
(iv)  Payments past through: (v) WBUATEFMNRK:
— Shenzhen HEC Industrial — RYNEGHEE - 8482
— Sunshine Lake Pharma — BERRG B 10,239 12,088
10,239 20,570
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(Expressed in Renminbi unless otherwise indicated)

(Fr = AR5

22 MATERIAL RELATED PARTY TRANSACTIONS

(continued)

(a)
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BUAARKEEZS)

Transactions with related parties (continued)

(a)

22 EXBEBAERS &)

EREBE 2R (E)

Six months ended 30 June

BEANA=THILEAREA

2023 2022
—E-=F B CF
RMB’000 RMB'000
ARET T ARET T
(v)  Proceeds arise from Target v BEERELEH
Products: FriS 08
— Sunshine Lake Pharma — ERRMEG B 57,613 86,515
(vi)  Sales of goods to: V) MRATEFEEER:
— Sunshine Lake Pharma — EREG S 9,959 4427
— Others — H A 1,222 65
11,181 4492
(vii)  Purchase of fixed assets from: (i) FIA TS FREBETE
BE -
— Yidu Machinery Equipment — BRI THEW R 1,009 4,401
(viii)  Purchase of intangible assets (viii) MR T&HREBER
from: BE
— Sunshine Lake Pharma — ERRG G 144,977 20,381
(ix)  Transfer Target Equity to: () HEEEEREZS:
— Shenzhen HEC Industrial — FYREGREE
(Note 14) (Mi7E14) 2,312,320 =
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22 MATERIAL RELATED PARTY TRANSACTIONS

(continued)

(b)

Balances with related parties

AREBZTHY R EM T

(Expressed in Renminbi unless otherwise indicated)

(B = A - HUARKEZ5)

22 EXBEBERS &)

(b) EEEAERTS HASER

(i)  Amounts due from related parties

(i) EWREHSHE

At30June At 31 December
2023 2022
R-ZEBE-=HF R-FT——4F
ARA=tH +ZA=+—H
RMB’000 RMB'000
AR¥T T AREFT
Prepayment to and trade MA TR & 5 A 308 KU
receivable from: TEFHE S8
— Dongguan HEC — SRR 5 A W
Biopharmaceutical - 2,773
— Sunshine Lake Pharma —BRRG e 268,240 343,325
— Others — HAth 549 189
268,789 346,287
(i)  Amounts due to related parties (i) EEBEESFE
At30June At 31 December
2023 2022
R=-TB=-=F A=
AA=tHA +Z-A=+—H
RMB’000 RMB'000
AR¥T T AREF T
Trade payables and other ENATERNES M
payables to: HAbFRIA -
— Yidu Construction — B RE 2,182 2,182
— Sunshine Lake Pharma — ERHGEEE 34,986 -
— Shaoguan HEC Printing — R R 5 ¢ E 2,024 11,227
— Others — EAp 353 =
39,545 13,409

hERsRE 2023 / EEREBREIEXRHEAER AT 107



Notes to the Unaudited Interim Financial Report

REBZT AU R EM T

(Expressed in Renminbi unless otherwise indicated)

(Fr=EEPN  BAAREZ5)

22 MATERIAL RELATED PARTY TRANSACTIONS 22 EXBBAERS @)

(continued)
(c) Asat 30 June 2023, guarantees were issued to the Group by () RZZE-_=%FA=1+H8"%
Shenzhen HEC Industrial, Mr. Zhang Yushuai and Ms. Guo RGBS  RNEBHZEK
Meilan, the ultimate controlling party of the Group in AR R RN Se 4 R ES IR &
connection with bank loans and other borrowings amounted THRAEERETER K EME
to RMB897,870,000 (31 December 2022: RMB432,471,000). RAANEERENERESES
AR #897,870000L (=T ==
F+_A=T—H: AR¥
432,471,000 7C) °
23 NON-ADJUSTING EVENTS AFTER THE 23 WMEPERNFERARSEE

REPORTING PERIOD

On 5 July 2023, the Company has completed the repurchase of all RZZEZ=F+HRAB ' ARFIET
remaining bonds in the aggregate principal amount of B % 48 B8 B (B 4% 263,191,332 £ T AIfE
USD194,161,057 from the Bondholders at the total purchase price of H1FE ABRE AR B85 5194,161,057
USD263,191,332, upon which the principal amount of the bonds has ETHFRAEFIRES Bt EERK
been repurchased in full and the Bondholders no longer have any SHECOEEED - E5BAEATER
interest in the bonds and/or any rights arising therefrom. EHFF A TSR SRALEE

E AR -

No adjustment has been made in this interim financial report in this N AR BABA RS SR A I R EH SR o
regard.
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Corporate Information
NEEHR

REGISTERED NAME

YiChang HEC ChangJiang Pharmaceutical Co., Ltd.

DIRECTORS

Executive Directors

Mr. JIANG Juncai
Mr. WANG Danjin
Mr. CHEN Yangui
(resigned on 8 September 2023)
Mr. LI Shuang
Mr. CHEN Hao
(appointed on 8 September 2023)

Non-executive Directors

Mr. TANG Xinfa (Chairman)

Independent Non-executive Directors

Mr. TANG Jianxin

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
Ms. XIANG Ling
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Corporate Information
NEER

NOMINATION COMMITTEE

Mr. LI Xuechen (Chairman)
Mr. TANG Jianxin
Ms. XIANG Ling

SUPERVISORS

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

JOINT COMPANY SECRETARIES

Mr. PENG Qiyun
Mr. WONG Wai Chiu (FCG, HKFCG)

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
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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

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

AUDITORS

KPMG

Certified Public Accountants

Public Interest Entity Auditor registered in accordance

with the Accounting and Financial Reporting Council Ordinance
8/F, Prince’s Building, 10 Chater Road

Central, Hong Kong

PRCLEGAL ADVISORS

Jia Yuan Law Offices

F408 Ocean Plaza

158 Fuxingmennei Avenue
Xicheng District

Beijing

the PRC

Corporate Information

NEER

AMRER

FREAILEESEE T
VBT % 385R

PERERERBE

FERIEEEEEET
VBT B 38 5%

ERTEEXME

SEABR 28 FAF BT L4018
FEARELT

PEERRITRO AR AT
BILET

F B dL A B #R T

RII KB 5657

¥ B

EE G RN EHFT

B ETAD

B E R B TS R R B 501 T &Y
AR E A EED
BAEFIR
EITE10R AT RESE

B AR

= IREMEISAT

H

bR

iy

ERPIR KA 158 5%
IR RJEF408
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Corporate Information
NEER

HONG KONG LEGAL ADVISORS

Jia Yuan Law Office

7/Fand 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

BELERER
A E S
BB
b

1= 23858
7R 17E

HERRDBFETLE
EETRBSERARAA
BB

S RER1835RA AL
171 1712-1716 554

IR 40K 5%

01558

AN
www.hec-changjiang.com
Erh

EEBMERZMARAT
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