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

Innovation and transformation development is a necessary path for
pharmaceutical enterprises to maintain a favorable development trend in the
future.

In the first half of 2023, the global economy continued to be challenging due
to geopolitical risks and the negative impacts of significant interest rate hikes by
developed economies in Europe and the United States, high inflation, and bank
liquidity risks. Since the beginning of the year, with the release of epidemic control,
“consumer recovery” has become a popular term in the market. In the short term,
the domestic medical aesthetics consumer market led the post-epidemic recovery
with its characteristic of “demand has not disappeared, only delayed consumption”,
and achieved a high growth rate in the first quarter. Subsequently, it benefited
from the features of high repeat purchase, high stickiness, and specialised multi-
treatment to achieve steady growth in the second quarter. In the long term, as the
penetration rate of medical aesthetics continues to increase, market education,
technological upgrades, and the sinking of consumption will continue to have an
impact, the top medical aesthetics organisations will continue to benefit.

During the period, as this is the year in which the Covid-19 control measures have
been relaxed at home and abroad, the potential of the domestic pharmaceutical
industry is being released under the background of population ageing, technological
innovation and upgrading and deepening healthcare reform. From the perspective of
industry policy, in recent years, while encouraging the research and development of
new drugs and accelerating the review and evaluation of new drugs, the state has
begun to regulate and focus on enhancing the research and development strength
of pharmaceutical enterprises, with emphasis on the research and development
of drugs with clinical value as the guide and with patient benefits as the core.
In April 2023, the Center of Drug Evaluation (“CDE") National Medical Products
Administration (“NMPA") issued the “Regulations of the Drug Review Centre on
Accelerating the Application and Evaluation of Innovative Drugs for Marketing
Approval (Trial)” to encourage the research and creation of new drugs, drugs for
children, and drugs for rare diseases, and to speed up the evaluation and approval of
innovative drug varieties.

From the market level, the domestic pharmaceutical market was slightly affected
by the epidemic in January, and then showed a clear trend of recovery, the first
quarter revenue growth rate was the highest in the stage. From the profitability
level, with the centralised procurement policy, national discussion and other “policy
bottom"” appeared, the overall profitability of the industry began to stabilise, as the
impact of centralised procurement policy on an increasing number of traditional
pharmaceutical companies has bottomed out. With the accelerated inclusion of
innovative drugs into the national medical insurance catalog and other industry
policy support, medical reimbursement negotiations into the deep water, the logic of
volume for price highlighted. Under the policy support, the increased investment in
research and development (R&D) has significantly improved the speed and quality of
domestic innovative drug research and development, and the time interval between
the approval of innovative drug varieties and their entry into the health insurance
scheme has been continuously shortened, and more and more pharmaceutical
enterprises have entered into the harvesting period of innovative drugs, which
will also welcome performance recovery and valuation reshaping. A number of
pharmaceutical companies have begun to realize the results of their innovation and
transformation, and the proportion of innovative drugs continues to rise. Under the
influence of centralized procurement policy, medical reimbursement negotiation and
other policy regularization, ‘innovation + medical reimbursement’ is still the core
driving force for growth, and innovation and transformation development is already
a necessary path for pharmaceutical enterprises to maintain a good development
trend in the future.

£ i 55 [E A [R 2 7] SIHUAN PHARMACEUTICAL HOLDINGS GROUP LTD.
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MANAGEMENT DISCUSSION AND ANALYSIS

In 2023, with the gradual dissipation of the impact of the epidemic and the further
maturation of the medical reimbursement cost-control policy, the pharmaceutical
manufacturing industry is gradually recovering. With the speeding up of the
domestic new drug review and approval, the launching of domestic innovative
drugs is accelerating in 2023. Domestic Biopharma R&D investment continues to
grow rapidly, the R&D expense rate is increasing year by year close to the level of
some MNCs, innovative drug R&D is entering an intensive harvesting period, and
the number of innovative drugs on the market will grow even faster in the future.
The launch of some blockbuster products will also bring important catalysts to these
innovative drug companies, which will empower their sales performance. With the
successive launch of innovative drugs, a number of companies are accelerating the
process of commercialisation of new products of innovative drugs.

INTERIM BUSINESS UPDATE 2023

Innovative transformation achievements accelerating, financial headwinds
gradually cleared.

1. Further implementation of the Group’s strategic measures
in innovation-driven transformation and upgrading to
“Innovative Pharmaceuticals + Medical Aesthetics”, and
achieved a number of results.

The Group has adhered to the implementation of the dual-wheel drive
strategy of “Innovative Pharmaceuticals + Medical Aesthetics”. At present,
the Group not only owns two innovative biopharmaceutical platforms,
Xuanzhu Biopharmaceutical Technology Co., Ltd. (“Xuanzhu Biopharm”)
and Huisheng Biopharmaceutical Co., Ltd (formerly known as Jilin Huisheng
Biopharmaceutical Co., Ltd) (“Huisheng Biopharm”), which have good
independent research and development capability and rich and high-value
innovative biopharmaceutical product pipelines, but also owns a medical
aesthetic platform Meiyan Space, with a comprehensive product pipeline
which covers the needs of the whole life cycle of the beauty seekers. Through
the full implementation and execution of the dual-drive strategy, the Group
has further consolidated its strategic goal of becoming a leading medical
aesthetic and biopharmaceutical company in China.

With the relaxation of epidemic control and the gradual rebound of the
market, the Group has accelerated the research and development of new
innovative and biopharmaceutical products and the commercialization of
approved products. Leveraging on the Group's strategic layout and planning
for long-term corporate development, the Group’s pharmaceutical business
segments achieved a number of high-quality business progresses during the
period:

A ESR 4 INTERIM REPORT 2023 5
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On 3 January 2023, the Group issued an announcement that, the
Group’s non-wholly owned subsidiary, Huisheng Biopharm has
successfully completed the round A+ financing by way of capital
increase of RMB580 million from Series A+ investors (consisting of Jilin
Baixing Bairong Investment Center (Limited Partnership), Jilin Province
Private Equity Co., Ltd., Jilin Province Technology Investment Fund
Co., Ltd. and Wuxi Shangwei Venture Capital Partnership (L.P.)). After
the completion of the Capital Increase, the overall post-investment
valuation of Huisheng Biopharm was RMB5.58 billion.

On 26 January 2023, the Group issued an announcement that, the
“non-PVC Solid Liquid Double Chamber Bag for Ceftazidime/Sodium
chloride injection” and “non-PVC Solid Liquid Double Chamber Bag for
Cefuroxime Sodium/Sodium Chloride Injection” (the “non-PVC Solid-
Liquid Double Chamber Bag Product”) jointly developed by the Group
and its associate company Beijing Ruiye Pharmaceutical Co., Ltd., are
included in the NDRL 2022.

On 27 January 2023, the Group issued an announcement that,
Midazolam Oromucosal Solution produced by the Group’s subsidiary,
Jilin Sihuan Aokang Pharmaceutical Co., Ltd., is included in the NDRL
2022.

On 8 February 2023, the Group issued an announcement that, Jilin
Sihuan Pharmaceutical Co., Ltd., the subsidiary of the Group, and
Shanghai Vinnerna Biosciences Co., Ltd. (/S EA B ERIFARA
A]) entered into an agreement in relation to the cooperation regarding
the manufacturing and supply of Deuremidevir Hydrobromide Tablets
(RRBEAIRKEE ) (product code: VV116/JTO01, trade name:
MINDEWEI (R1§#®)), an oral nucleoside analog anti-SARS-CoV-2
Category 1 innovative drug.

On 24 March 2023, the Group issued an announcement that, XZP-
KM501 developed by Xuanzhu Biopharm, a non-wholly owned
subsidiary of the Group, has been approved by the NMPA to initiate
clinical trials for the treatment of solid tumors with HER2 positive
expression (including medium and low expression). The approval of
XZP-KM501 to initiate clinical trials marks the first antibody-drug
conjugate (“ADC") drug of Xuanzhu Biopharm has entered the clinical
development stage.

On 27 March 2023, the Group issued an announcement that,
Recombinant Human CD80 Mutant — Fc Fusion Protein Injection
(product code: XZP-KM602) and selective DNA Dependent Protein
Kinase (DNA-PK) Inhibitor (product code: XZP-6877 tablets), developed
by Xuanzhu Biopharm, a non-wholly owned subsidiary of the Group,
have been approved by the NMPA to initiate clinical trials for the
treatment of advanced solid tumors.

A% & B B R A & SIHUAN PHARMACEUTICAL HOLDINGS GROUP LTD.
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MANAGEMENT DISCUSSION AND ANALYSIS

On 14 April 2023, the Group issued an announcement that, the abstract
of phase Il clinical results of class 1 innovative drug under development
Birociclib, was submitted by Xuanzhu Biopharm, a non-wholly
owned subsidiary of the Group, to the American Society of Clinical
Oncology (ASCO) on 10 February 2023 and was recently selected for
presentation in a Poster Session on 4 June 2023. The phase | clinical
data demonstrated that Birociclib, a novel selective CDK4/6 inhibitor,
has the potential to overcome endocrine therapy resistance in hormone
receptor-positive (HR+) breast cancer patients. Birociclib monotherapy
also exhibited efficacy in patients with advanced breast cancer who
have failed in multiple lines of treatment.

On 16 April 2023, the Group issued an announcement that, the
active pharmaceutical ingredient (the “AP1"”) of Esomeprazole Sodium
developed by Jilin Huikang Pharmaceutical Co., Ltd., a subsidiary of the
Group, has obtained registration approval from the NMPA, while its
result of joint review and approval with the formulation is “A".

On 18 April 2023, the Group issued an announcement that, the
Group's subsidiary for innovative pharmaceuticals Xuanzhu Biopharm
has completed all patient enrollment of Anaprazole Sodium Enteric
Solution Tablets, its independently developed drug, in phase Il clinical
trials for the treatment in new indication of reflux esophagitis (RE) and
its associated symptoms control in adults. Xuanzhu Biopharm plans to
initiate phase Il clinical trials of the same indication by the end of 2023.

On 26 April 2023, the Group issued an announcement that, the
interim analysis of Phase Il clinical trial of Birociclib (XZP-3287, CDK4/6
inhibitor), a class 1 innovative drug under development by the Group’s
non-wholly owned subsidiary Xuanzhu Biopharm, used in combination
with Fulvestrant in advanced breast cancer patients with Hormone
Receptor — Positive (HR+)/Human Epidermal Growth Factor Receptor
2 Negative (HER2-) who progressed from endocrine therapy, reached
expected objectives. In addition, the Phase Il clinical trial application of
Birociclib used in combination with abitherone acetate and prednisone
in the treatment of advanced or metastatic prostate cancer has been
accepted by the CDE of the NMPA.

A ESR 4 INTERIM REPORT 2023 7
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On 9 May 2023, the Group issued an announcement that, New Drug
Application (“NDA") of the Insulin Degludec and Insulin Aspart
Injection, developed by the Group’s non-wholly owned subsidiary,
Huisheng Biopharm, has recently been accepted by the NMPA. It is the
first biosimilar of insulin degludec and insulin aspart injection that has
been applied for NDA and accepted in China.

On 1 June 2023, the Group issued an announcement that, the
Mecobalamin Tablets (specification: 0.5mg), a peripheral neuropathy
drug developed by the Group’s non-wholly owned subsidiary, Huisheng
Biopharm, has obtained drug registration approval from the NMPA,
and is deemed to have passed the consistency evaluation on quality
and efficacy of generic drugs. Mecobalamin Tablet is Huisheng
Biopharm's first anti-diabetes’ complication drug approved for
marketing, which marks the new milestone of Huisheng Biopharm’s
ant-diabetes’ complication drugs from research and development to
commercialization.

On 13 June 2023, the Group issued an announcement that, the
Investigational New Drug (IND) application of Semaglutide Injection,
developed by the Group’s non-wholly owned subsidiary, Huisheng
Biopharm, for the treatment of type 2 diabetes has been accepted
by the NMPA. It is the first Glucagon Like Peptide-1 (GLP-1) analog
submitted by Huisheng Biopharm for IND application.

On 26 June 2023, the Group issued an announcement that, the
Anaprozole Sodium Enteric-coated Tablet, a Proton Pump Inhibitor
(PPI) independently developed by the Group’s non-wholly owned
subsidiary, Xuanzhu Biopharm, has obtained drug registration approval
from the NMPA for the treatment of duodenal ulcer. It is the first drug
of Xuanzhu Biopharm approved for marketing, which marks a new
milestone for Xuanzhu Biopharm from R&D to commercialization.

A% & B B R A & SIHUAN PHARMACEUTICAL HOLDINGS GROUP LTD.
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MANAGEMENT DISCUSSION AND ANALYSIS

On 3 July 2023, the Group issued an announcement that, the
Phase Il IND application of Birociclib, a class 1 innovative drug under
development by the Group’s non-wholly owned subsidiary Xuanzhu
Biopharm, used as monotherapy or in combination with Abitherone
Acetate and Prednisone in the treatment of metastatic prostate cancer
has been approved by the NMPA. Pre-clinical studies indicate that the
combination of Birociclib and Abitherone acetate has a significant
synergistic anti-tumor effect on prostate cancer cells.

On 4 July, 2023, the Group issued an announcement that, Semaglutide
Injection, developed by the Group’s non-wholly owned subsidiary
Huisheng Biopharm, has been approved by the NMPA to initiate clinical
trials for the treatment of type 2 diabetes.

During the period from January to July, 2023, the Group issued an
announcement that, a number of generic products of its subsidiaries
have been granted with drug registration approval by the NMPA, which
are deemed to have passed the consistency evaluation on quality and
efficacy of generic drugs. These generic products include (not limited
to), Dopamine Hydrochloride Injection (specification: 2.5ml: 50mg;
5ml: 100mg), a generic drug for the treatment of shock, developed
by the Group’s subsidiary Jilin Zhen’ao Pharmaceutical; Azithromycin
for Suspension (specification: 0.1g), an anti bacterial infection drug
developed by the Group’s subsidiary Jilin Sihuan Pharmaceutical,
and the anti fungal infection drug Fluconazole and Sodium Chloride
Injection (specification: 100ml: 0.2g fluconazolee and 0.9g sodium
chloride; 50ml: 0.1g fluconazolee and 0.45g sodium chloride)
developed by the Group's subsidiary Honghe Pharmaceutical, etc.
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Benefit from rapid recovery of domestic medical aesthetics
consumption, the Group’s medical aesthetics platform
Meiyan Space has successfully upgraded and developed
through its 3.0 version of sales reform, achieving a
significant rebound of sales revenue in its medical
aesthetics business, and a number of strategic initiatives
have achieved stage-by-stage success.

During the period, on the sales side, Meiyan Space through the promotion
of a number of marketing programs, focused on strengthening the ability of
its direct sales team to serve the medical aesthetics institutions, accurately
covering multiple levels of industry physicians, operation personnel,
consultants, marketers, and administrators. By strengthening communication
with organizations on the product side, medical side, and operation side, we
have successfully opened up the 3.0 era of fine-tuned operation of medical
aesthetics. As of 15 August 2023, Meiyan Space's sales network has covered
337 cities and more than 4,000 medical aesthetics institutions. On the product
side, as the exclusive agent of Hugel, South Korea, Meiyan Space officially
launched the Hyaluronic acid Persnica™ to the market, and by forming a
“golden combination” with the botulinum toxin Letybo®, it has already gained
recognition and acceptance from medical aesthetic institutes and consumers
in the early days of its launch. On the production side, Meiyan Space
continues to improve the layout of production capacity, further promote
the establishment of production bases and improve the production line, and
comprehensively improve its quality management system. As a result, Meiyan
Space has taken a big step forward to build an internationalized medical
aesthetics platform which integrates R&D, production and sales network and
has a comprehensive product matrix covering the whole life cycle of beauty
seekers.

The research and development of the Group’s innovative
pharmaceuticals segment has been speeding up, accelerating
the upgrade from “Bio-tech” to Bio-pharma, with a number of
self-developed new products to be approved for marketing
during the year.

In addition, the Group’s two leading self-developed biopharmaceutical
platforms, Xuanzhu Biopharm and Huisheng Biopharm, which were
carefully incubated by the Group with integrated clinical research, clinical
development, registration, production and sales network, have made positive
progress in product research and development and new drug approval
applications respectively during the period, that successfully promoted the
rapid development and expansion of the Group’s new business segment of
biopharmaceuticals.
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MANAGEMENT DISCUSSION AND ANALYSIS

During the period, the R&D progress of several products of Xuanzhu Biopharm
was advancing rapidly. Its flagship product, Birociclib, a CDK4/6 inhibitor for
breast cancer, was undergoing Phase lll clinical enrollment in combination
with an aromatase inhibitor for first-line treatment, and the Phase IlI clinical
trial for second-line treatment in combination with Fulvestrant has met
expected objectives in its interim analysis and applied for NDA in July. The
Phase Il efficacy evaluation of the single agent endline registrational clinical
trial is ongoing. During the period, the application for Phase Il clinical trial
of Birociclib in combination with Abiraterone Acetate and Prednisone for
the treatment of advanced and metastatic prostate cancer was accepted
by the Center for Drug Evaluation of the NMPA, which is the first domestic
self-developed CDK4/6 inhibitor scheduled to be launched for the clinical
study for the treatment of advanced prostate cancer. In addition, the Phase
Il clinical trial of Xuanzhu Biopharm’s self-developed Anaprozole Sodium for
the treatment of Reflux Esophagitis (RE) in adults with a new indication and
the control of its related symptoms (acid reflux, heartburn, retrosternal pain
or discomfort, and belching reflux, etc.) has completed the enrollment of all
the test subjects. Xuanzhu Biopharm plans to initiate Phase Ill clinical trials for
the same indications by the end of 2023. Currently, Xuanzhu Biopharm has
more than 20 products approved for clinical trials, while more than 10 drug
candidates are in the pre-clinical research and development stage, with a well-
balanced long, medium and short pipeline layout, and strong sustainability of
innovation.

During the period, Huisheng Biopharm successfully further realized its
strategic goal of becoming a leading biopharmaceutical company with full
product coverage in the therapeutic areas of diabetes and its complications.
During the period, Huisheng Biopharm has obtained approvals for NDA of 3
products (4 product lines) and is in the process of applying for NDA of another
11 products, including self-developed Class 1 innovative drug SGLT-2 inhibitor
Janagliflozin Tablets, new Insulin Analogs Degludec Insulin Injection, Insulin
Degludec and Insulin Aspart Injection, and Insulin Aspart series products. In
addition, Huisheng Biopharm also continued to accelerate the progress of
product research and development. During the period, a total of 4 products
have entered the mid- to late-stage clinical phase, and 1 products IND
application has been approved (i.e.: Simeglutide Injection), 1 product has
been submitted for IND application and was accepted by NMPA in July (i.e.
Deglutide Insulin/Liraglutide injection), and the remaining 10 drugs are still at
the stage of pre-clinical research.
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Gradually divest and dispose of some generic
pharmaceuticals and other non-core pharmaceutical
or healthcare business and assets that do not meet
performance expectations or do not meet long-term
strategic objectives.

As the pharmaceutical environment continued to be affected by epidemics
and policy changes, the Group continued to carry out organizational
restructuring adjustments during the period in order to fully implement
its dual-wheel drive strategy of “Innovative Pharmaceuticals + Medical
Aesthetics” and accelerate the upgrading of its pharmaceutical business
to innovative drugs. The Group’s generic pharmaceutical segment is in the
process of divesting and disposing of some of its generic pharmaceuticals and
other non-core pharmaceutical or healthcare businesses and assets that do not
meet performance expectations or do not meet long-term strategic objectives.
A number of projects are currently in progress.

Continuously consolidate and strengthen the Group’s
three core competencies of “registration + production +
sales to create a solid economic moat of the Company.

As at the end of the interim period, the Group has a pipeline of over 40
medical aesthetic products and more than 30 innovative biopharmaceutical
products, as well as three core competencies of registration, production and
sales to facilitate and accelerate the commercialisation of the high-quality
product pipelines of medical aesthetic and pharmaceuticals segments. The
Group's rapid registration ability made it the first enterprise to bring Korean
botulinum toxin into the chinese market and also enabled the Group to
complete the registration of various self-developed products in a very short
term. Besides the Group has a highly-efficient and low-cost production
platform, and its business layout in production capacity and raw materials
enables the Group to have a favorable cost advantage to achieve rapid
industrialization development. In addition, The Group also has the market-
recognized strong medical academic marketing and sales abilities. On the
nationwide professional and efficient academic marketing platform, the
professional marketing team and business sales network of the Group can not
only promote the continuously rapid penetration of existing products, but also
endow the new launched products with strong “monetization” ability.
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INTERIM RESULTS UPDATE

Financial headwinds gradually cleared, continuing to spend heavily on R&D
effectively boosts quality and efficiency of the Group.

During the Period, the Group recorded a total revenue of approximately RMB1,055.7
million, representing a year-on-year decrease of approximately 27.9% as compared
with total revenue of RMB1,464.2 million for the same period in 2022.

Among them, the medical aesthetic segment achieved a revenue of approximately
RMB194.0 million, representing a year-on-year increase of approximately 96.8%,
mainly because of the full liberalization of domestic epidemic control and the
gradual recovery of consumer demand, the Group’s medical aesthetics platform
Meiyan Space has successfully upgraded and developed through its 3.0 version
of sales reform and achieved stage-by-stage success; and achieved a gross profit
of approximately RMB135.2 million, representing a year-on-year increase of
approximately 76.0%; while the gross profit margin decreased by 8.2 percentage
points to 69.7%, mainly because Meiyan Space increased the product brand
promotion activities in order to accelerate the growth of product sales and the
increase of market share. During the Period, the medical aesthetic segment achieved
a segment result of approximately RMB62.9 million, representing a year-on-year
increase of 51.2%.

The generic medicine segment achieved a revenue of approximately RMB845.7
million, representing a year-on-year decrease of approximately 31.4%, mainly
attributed to the impact of the price reduction as a result of centralized procurement
and the decline in prices and sales volumes of certain generic medicines as a result of
certain products being newly included in the key monitoring catalogue; and achieved
a gross profit of approximately RMB605.4 million, representing a year-on-year
decrease of 34.8%, with a year-on-year decrease of 3.7 percent points to 71.6%
in gross profit margin, mainly attributed to the impact of industry policies such as
centralized procurement policy. During the Period, the generic medicine segment
achieved a segment result of approximately RMB356.7 million, representing a year-
on-year decrease of 47.8%.

Innovative medicine and other medicine achieved a revenue of approximately
RMB16.0 million, representing a year-on-year decrease of 87.9%, mainly attributed
to the divestment of certain APl companies of the Group at the end of 2022,
which resulted in a corresponding year-on-year decrease in the revenue from the
APl segment. During the Period, innovative medicine and other medicine segment
recorded a segment loss of approximately RMB344.0 million, mainly attributable
to the business attribute of this business segment with innovative research and
development business as the principal, which requires continuous and substantial
research and development expenses in each year.
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During the Period, the Group continued to invest heavily in R&D to create a pipeline
of over 100 medical aesthetic and biopharmaceutical products. It rapidly promoted
the R&D progress of the Group's product pipeline, accelerated the product
industrialization and gradually realized value amplification. During the Period, the
total R&D expenses amounted to approximately RMB294.0 million, representing a
year-on-year decrease of 35.7% as compared to the R&D expenses of approximately
RMB457.3 million for the same period in 2022. This was mainly due to the successive
completion of phase Ill clinical trials for the Group’s various self-developed products
(including innovative drugs, biopharmaceutical drugs and generic drugs), which are
expected to obtain registration approval by the end of 2023; meanwhile, multiple
drugs under R&D of Huisheng Biopharm, a subsidiary that focuses on the field of
diabetes and complications, have been completed and have submitted application
for registration.

Given the above, the operating profit of the Group for the Period amounted to
RMB146.2 million, representing a year-on-year decrease of 28.1% as compared to
the profit of RMB203.2 million for the same period in 2022. The loss before tax for
the Period amounted to approximately RMB33.1 million, representing a year-on-year
decrease of RMB89.1 million from the profit of RMB56.0 million for the same period
in 2022.

During the Period, the loss attributable to owners of the Company amounted to
approximately RMB49.6 million, representing a year-on-year decrease of 222.8%
in profit. The decrease was mainly attributable to the fact that the loss shown in
the Group’s interim condensed consolidated financial information was attributable
to the increasingly considerable R&D investment and loss incurred annually by the
innovative drug business segment of the Group (mainly Xuanzhu Biopharm and
Huisheng Biopharm), and as the proportion of the Group’s equity interests in the
companies under the innovative drug business segment gradually decreased due
to equity financing or spin-off and listing, the loss attributable to owners of the
Company should also decrease accordingly.
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MANAGEMENT DISCUSSION AND ANALYSIS

Notwithstanding the significant decline in operating profit in the Group’s interim
results, which was attributable to the considerable R&D investment and the
continued decline in the generic pharmaceutical business due to the impact of
industry policies, the continuous R&D investment and the strategic transformation
towards medical aesthetics and innovative drugs also catalyzed a significant increase
in the quantity and quality of the Group's product R&D pipelines, which have
contributed to a significant increase in the corporate value, financing capacity and
corporate awareness of the Group’s innovative drug platform. Specifically, Xuanzhu
Biopharm successfully completed its Round A and Round B financing totaling
RMB1.57 billion with a post-investment valuation of RMB7 billion, after which,
its application for listing was accepted by the STAR Market of the Shanghai Stock
Exchange in March. Besides, Huisheng Biopharm successfully completed its Round A
and Round A+ financing totaling RMB1.08 billion with a post-investment valuation
of RMB5.58 billion. The successful equity financing of several subsidiaries of the
Group fully demonstrated the recognition of the R&D capabilities, product pipelines,
management team, future industrialization and commercialization capabilities of the
Group's innovative drug platform from the capital market, as well as proved the high
valuation of the product pipelines of the Group’s biopharmaceutical segment.

The Group persevered to maintain strong financial position. As of 30 June 2023, the
Group's cash and cash equivalents plus wealth management products amounted to
approximately RMB4,510.0 million in total, among which, cash and cash equivalents
amounted to approximately RMB3,734.0 million (31 December 2022: RMB3,828.9
million). In addition, wealth management products recognised in the consolidated
statement of financial position amounted to approximately RMB776.0 million. The
total amount of cash and cash equivalents plus wealth management products, net
of interest-bearing bank borrowings and other borrowings, was approximately
RMB3,188.2 million. During the period, the Group also persevered to maintain a net
cash inflow of RMB28.3 million in terms of its operating cash flow.

The Group's banking borrowings to equity ratio (i.e. a percentage of banking
borrowings divided by equity attributable to owners of the Company) was 28.9%,
which continued to remain low.
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INTERIM UPDATE OF EACH BUSINESS SEGMENT

1.

Medical Aesthetic Business Segment: Sales rebound with
a lighter footprint to emerge as a new growth driver for
the Group

Since the beginning of 2023, the Group’s medical aesthetic platform Meiyan
Space, through its 3.0 marketing version of the business upgrading and
development, as well as the implementation of pipeline inventory clearance in
the second half of 2022, successfully realizing a light load. During the period,
Meiyan Space optimized its marketing strategy to “direct sales + agent sales”
model, enhancing the service capacity to head medical aesthetic institutions,
and through a number of high-quality marketing activities, including the
“Letybo Cup Super Operator Challenge”, the “China Association for
Integration” publicity campaign, and the “Semi-Monthly Talks” online course
series, it precisely covered the medical aesthetic industry at multiple levels,
including doctors, operators, consultants, marketers, and managers. The
Group strengthened in-depth business cooperation with medical aesthetic
institutions in multiple dimensions, including the product side, the medical
side and the operation side, thus opening up the 3.0 era of medical aesthetic
fine-tuned operation. With the full liberalization of domestic epidemic control
and the gradual recovery of consumer demand in 2023, the upgrading
and development of the medical aesthetics business segment of the Group
has achieved a stage-by-stage success during the period, with a significant
rebound in sales revenue, which has become the second track of the Group’s
revenue growth. During the period, the medical aesthetics business segment
generated revenue of RMB194.0 million, representing a year-on-year increase
of 96.8%, and realized a segment result of RMB62.9 million, representing a
year-on-year increase of 51.2%.

Meiyan Space is a medical aesthetics subsidiary of the Group. Focusing on
the high-growth and low-penetration medical aesthetics market experiencing
explosive growth in China, Meiyan Space has successfully established a “one-
stop” new medical aesthetics platform in China and is dedicated to building
a leading company featuring full medical aesthetics product matrix in China
by leveraging the rigour and innovation of pharmaceutical companies through
globalized layout and localized production, comprehensive and professional
medical aesthetics product matrix, strong product R&D and registration
capabilities as well as diversified marketing channel ability.

The Group has a forward-looking layout in the medical aesthetics field, and
entered into an exclusive distribution agreement in China with Hugel, Inc., a
leading biomedical company in South Korea, in relation to Botulinum Toxin
Letybo® and Hyaluronic Acid in 2014. Letybo® has been successfully approved
for marketing in China as the first botulinum toxin product imported from
South Korea in October 2020. After years of development, Meiyan Space has
built a complete product matrix across medical aesthetics value chain with
“self-development + BD" dual engine drivers. Taking the coverage of the
whole life cycle needs of beauty enthusiasts as the starting point, its product
layout covers a variety of high-quality medical aesthetics products, including
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the filling, shaping, supporting, supplementing, optoelectronic device, body
sculpturing, skin care and others. Meiyan Space is equipped with strong in-
house R&D and technology transformation capabilities, and its current R&D
pipelines has more than ten self-developed class Ill medical aesthetics products
and tens of class Il medical aesthetics products. Besides, Meiyan Space
has established the Meiyen Laboratory in Los Angeles, the United States,
to conduct innovative technology introduction, independent research and
development of new generation medical aesthetics products and biomaterial,
and the technology transformation and manufacture in China. Leveraging
the global resources of Sihuan Pharmaceutical, the parent company, Meiyan
Space has strong product registration, manufacture and sales capabilities and
is able to accelerate the launch of new products. At present, Meiyan Space has
completed the construction of two domestic manufacture bases with a gross
floor area of 16,000 square meters. It has currently planned for 9 production
lines equipped with optimized quality management system and is able to
implement effective risk management in the whole life cycle of products. Most
members in the sales team of Meiyan Space come from multinational medical
aesthetics and pharmaceutical enterprises with rich sales experience for
medical aesthetics products. They work closely with tens of agents, and as of
15 August 2023, the sales network covered 337 cities and over 4,000 medical
aesthetics institutions nationwide, and with full coverage of Top 500 medical
aesthetic institutions.

On the product side, Meiyan Space has a comprehensive product pipeline
covering the whole life cycle needs of beauty seekers. Through the two-
pronged approach of self-research + BD, Meiyan Space has created six
categories of product matrix of “Botulinum Toxin + Hyaluronic Acid +
Regeneration + Photovoltaic + Body Sculpting + Medical Skin Care products”
with a leading position covering the whole life cycle needs of medical
aesthetics, Currently, Meiyan Space have more than 40 self-developed +
exclusively distributed high-quality medical aesthetic products, many of which
have been approved and will be launched in the market one after another
soon. Last year, Meiyan Space obtained the exclusive China distribution
rights of Cellbooster® series products with Suisselle SA from Switzerland, and
SYLFIRM XTM golden microneedle (Z& {##f) product with VIOL from South
Korea, and some other overseas high-quality medical aesthetics products,
which are in the process of clinical and registration. More than 10 Class Il
medical device products independently developed by Meiyan Space, including
the first generation of “PLLA filler” and the second generation of “PCL filler”,
Human Collagen Protein, Micellar Hydration Injection and other light medical
aesthetic injections, are also expected to be approved for marketing in the
next two years. During the period, Jingyan Bio, the Group's joint venture
with Beijing Bluepha, a domestic synthetic biology unicorn company, has
jointly developed several PHA microspheres and biomanufacturing-based
regenerative medical materials, which are expected to be formally introduced
into the clinic by the end of the year.
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During the period, as the exclusive agent of Hugel, South Korea, Meiyan Space
officially launched the Hyaluronic acid Persnica™ to the market. Hyaluronic
acid Persnica™ is a modified sodium hyaluronate gel for injection produced
by Hugel from South Korea, it is a sterile, pyrogen-free, non-animalderived,
cross-linked sodium hyaluronate gel for mid-dermal injections in facial tissue
to correct moderate to severe nasolabial folds. Hyaluronic acid Persnica™
uses singlephase cross-linking technology, which has the advantages of good
support, non-spreading displacement, uniform metabolism, long-lasting
shaping, high viscosity value, high cross-linking degree and high shaping
capacity. It is safer in using BDDE, with the highest level of cross-linking with
less BDDE used, resulting in stronger shaping capability, and gentle when
injected, with no foreign body sensation and more natural shaping effect
after injection. BDDE is completely removed during the manufacturing process
through multiple and long-term dialysis process, ensuring the product is
completely safe, and will not result in any allergies and side effects. By forming
a “golden combination” with the Botulinum Toxin Letybo®, Hyaluronic
acid Persnica™ has been successfully launched currently. Under the market
situation of the “red sea” market of Hyaluronic Acid products, Meiyan Space
actively adopts the sales strategy of strategic cooperation with the leading
medical aesthetics chain groups, with the unique product advantages of
Hyaluronic acid Persnica™, Meiyan Space managed to attract the leading
medical aesthetics chain institutions in different regions of the country to start
in-depth cooperation, and to ensure the growth of sales volume of Persnica™
via the innovative and unique strategic partnership model. It is expected
that Persnica™ will bring new drive and support for Meiyan Space’s revenue
growth in the future.

On the sales side, during the period, Meiyan Space comprehensively continued
to upgrade its sales structure to 3.0 marketing version, while continuously
optimizing its sales strategy, improving its sales capabilities and enriching its
service provision of the direct sales team to the medical aesthetics institutions,
and promoting in-depth strategic alliance with the leading medical aesthetics
group and the leading aesthetics hospitals. At the beginning of the year,
Meiyan Space successfully completed the signing of annual strategic
cooperation agreements with 49 medical aesthetics chain groups and 32
regional leading medical aesthetics institutions. These strategic cooperation
agreements cover a total of 722 large and medium-sized medical aesthetic
hospitals and medical aesthetic chain institutions across the country, giving
a full voice to Botulinum Toxin Letybo® in the core regions and within those
leading medical aesthetic institutions. During the same period, Meiyan Space
synchronously launched the “Spark Plan”, which makes full use of the ample
manpower resources of its sales agent companies to help Meiyan Space’s
direct sales team to serve deeply the large number of small and medium-sized
medical aesthetic institutions.
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On the market side, during the period, Meiyan Space took the initiative to
promote a number of marketing activities (including but not limited to the
following):

3 Since the end of last year, Meiyan Space launched the Slogan of
“Comfortable, Natural and non-Stretchy”, and promoted the clinical
application programs such as “Le V Heavy Lifting Injection” (%VKig
RI475%)", “Le V Slight Lifting Injection” (%4V/NMEFRIFTIX), “Le V Skin
Tightening Injection” ($2VE 2t 4T)%), etc., and the “Cocktail Blended
Treatment” (ZE B4 AZ)%), which reduces the pain score in the course
of the treatment from 8 to 2 without altering the clinical efficacy. The
pain during the injection process has been greatly relived, allowing
more and more beauty seekers to have a more comfortable injection
experience.

o Meiyan Space and Hugel Inc. from South Korea hand in hand, are
committed to creating international innovation and leading medical
aesthetic products adapted to the needs of China’s beauty seekers,
adhering to the quality, responsibility and security for shaping beauty,
helping people to have a young, fashionable, three-dimensional uplift
of the exquisite life. During the period, Meiyan Space launched 232
training sessions on clinical application of Botulinum Toxin Letybo®,
covering more than 1,000 medical aesthetics doctors and consultants,
and made full use of Xiaohongshu (/4T %), Dianping (KRR EEF) and
other channels to promote the relevant contents.

o In terms of academic collaboration, Meiyan Space actively participates in
Injectables & Micro Invasive Aesthetic Medical Annual Meeting hosted
by Chinese Non-government Medical Institutions Association(CNMIA),
2023 International Medicion of Anti-aging and Aesthetics Congress
(IMAAC ZIYALAN), the 10th Chinese Annual Meeting of Minimally
Invasive Aesthetic Medical, the 14th Meivos International Congress
of Aesthetic Surgery and Medicine (2023) Hangzhou, and carries out
academic exchanges of botulinum toxin in clinical application.

o Especially in the 14th Mevos International Congress of Aesthetic
Surgery and Medicine (2023) Hangzhou, Meiyan Space successfully
held the “2023 Letybo Cup Meivos Super Operator Challenge”, which
attracted 81 medical aesthetic institutions including top 10 medical
aesthetic groups, such as MYLIKE, YESTAR, LANCY, BEAUCARE CLINICS
(BCC), and AIST, etc. Everyone gathered together to share the value
growth solution of Korean Botulinum Toxin Letybo®, which attracted
high attention from the industry. The live broadcast of the day was
watched by 88,000 people, and the MEIVOS Letybo® homepage
achieved nearly 300,000 visits, with a total exposure of more than 3
million across the network.
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o In terms of industry development, Meiyan Space and Hugel Inc. from
South Korea, the manufacturer of Botulinum Toxin Letybo®, jointly
participated in the theme forum of “2023 Medical Beauty Safety
Compliance Year” organized by 2023 Medical American Frontier New
Product Medical Conference, and discussed the prospect of compliant
operation of products together with industry experts such as the Deputy
Secretary General of Chinese Association of Plastics and Aesthetics,
relevant leaders of health.people.cn, the managing director of BCC
Group, and the director of the Injecting Centre of Chinese Academy of
Medical Sciences Plastic Surgery Hospital, etc.

3 In response to the national regulatory and compliance requirements
for Botulinum Toxin product, joined hands with Chinese Association of
Plastics and Aesthetics, Meiyan Space launched a publicity campaign
for medical aesthetic institutions in ten provinces and cities of China
to promote the lawful practice of medical aesthetics and information
disclosure of China’s medical aesthetics industry, covering 600+ doctors
and operations nationwide, and to promote the compliance operation
of Botulinum Toxin Letybo® dual product specifications.

o Building up the “golden combination” product portfolio of the
Botulinum Toxin Letybo® and Hyaluronic acid Persnica™. Five events
of “Driving Beauty of Twin Star Letybo® and Persnica™ " were held
across the country, covering 300+ medical aesthetic institutions and
generating a great deal of excitement; On 30 May, Meiyan Space
invited a number of national industry experts were to go to the HELF
(Hugel Expert Leaders Forum) conference in Bangkok, Thailand to
explore the academic frontiers; during the meeting, Meiyan Space and
Hugel Inc. from South Korea joined hands to organise the “Master
Anatomy Training Class”, more than 40 healthcare experts (HCPs) from
Mainland China, Taiwan and Hong Kong SAR of China were invited to
learn and exchange ideas in the meeting. Adhering to the principle of
“empowering institutions with soft power and accompanying business
operations to grow together”.

With the help of a number of efficient and effective marketing campaigns
and marketing strategies, Meiyan Space has successfully accomplished the
qualitative improvement and leap in the first half of the year by clearing the
channel inventory of Botulinum Toxin Letybo® and significantly increasing the
volume of terminal sales. During the period, Korean Botulinum Toxin Letybo®
won the Botulinum Toxin Brand of the Year Award at “the 3rd Spotlight
Awards 2022"”, and won the 2022-2023 Elite Brand Partner Award from the
Chinese Association of Plastics and Aesthetics and the CNMIA. Meiyan Space
has also been honoured as a partner of “Scanning Code Verification” Industry
Self-discipline Activity by the Chinese Association of Plastics and Aesthetics.
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With the full implementation of the new marketing strategy of “Direct Sales +
Distribution”, during the period, Meiyan Space has set up several direct sales
teams in Beijing, Shanghai, Shenzhen, Henan and other key regions, and the
numbers of sales team members has nearly doubled compared to last year.
As of 15 August 2023, Meiyan Space has over 50 sales staff, most of them
held key positions in marketing and training in multinational or superscript
domestic leading medical aesthetic and pharmaceutical companies such as
Allergan, Galderma and Johnson & Johnson, etc., and have over 10 years of
experience in the industry. Meanwhile, Meiyan Space continues to improve
the management of distributors. With the product launch of Hyaluronic acid
Persnica™, Meiyan Space’s distributor team increased from 13 to 19, and
the distributors’ sales team also increased from 260 people to nearly 400
people. Meiyan Space is also actively introducing talents, setting up different
marketing strategies and teams for different product lines, so that several
teams can grow together and progress together. The Group believes that,
through the continuous upgrading and optimization of the sales model of
Meiyan Space, the Group’s medical aesthetics performance will achieve long-
term sustainable growth.

Innovative Pharmaceuticals and Other Business Segments:
Accelerating the progress of R&D and commercialization
of high-quality product pipelines, and promoting the
upgrading and development to a leading biopharmaceutical
company in China at full speed

The Group has continued to further develop its biopharmaceutical business
and accelerated the rapid development of Xuanzhu Biopharm and Huisheng
Biopharm, in terms of product R&D as well as capital market performance.
During the period, Xuanzhu Biopharm, a leading innovative drug company
focusing on oncology drugs, made breakthroughs in the R&D of a number of
products and simultaneously pushed forward its independent listing process
on the Science and Technology Innovation Board (STAR Market), continuously
driving innovation. The rapid progress of R&D and NDA process for several
key products of Huisheng Biopharm has further established its leading
position in realizing full product coverage in the therapeutic areas of diabetes
and its complications. The platforms in the innovative pharmaceuticals
and other business segment are making steady progress in accelerating
the R&D progress and commercialization of their quality product pipelines,
further realizing the Group’s goal of innovation and transformation, and
forging the upgrading and development of the Group into an innovative
biopharmaceutical company at full speed.

During the period, the Group incurred a segment result of a loss of RMB344.0
million in the innovative and other pharmaceuticals segment, of which the
research and development expenditure amounted to RMB214.2 million,
representing a decrease of 32.5% as compared with the research and
development expenditure of RMB317.5 million for the same period in 2022.
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2.1 Xuanzhu Biopharm: One of the companies with the

most comprehensive layout for the treatments of
breast cancer in China, a leading biopharmaceutical
company in China with diverse internal R&D
capabilities of innovative drugs in both small and
large molecules biologicals

Xuanzhu Biopharm, as the engine of the Group to realize
transformation to innovation and also an novel drug platform of the
Group, is an innovative pharmaceutical company rooted in China
with the vision of globalization. Focusing on critical illness areas such
as digestion disorders, oncology and non-alcoholic steatohepatitis
(NASH), etc. Xuanzhu is committed to continuous development and
commercialization of class 1 innovative drugs with core independent
intellectual property rights, to solve the unmet medical needs. After
over 10 years of development, Xuanzhu Biopharm has gathered an
outstanding team of nearly 400 people led by returnees scientists,
and the core personnel have worked in MNCs or domestic leading
pharmaceutical companies such as Bl, Roche, and BCHT. The company
has the ability to develop innovative drugs independently, and has
formed a complete research and development (R&D) system, with the
ability to innovate and produce continuously. Meanwhile, Xuanzhu
Biopharm has both small molecules drugs and large molecules
biologicals R&D systems, dual-engines to drive the development
of the company, forming a rich product pipeline rare in China that
covers multiple types of small molecule drugs, monoclonal antibodies,
bispecific antibodies, ADC, etc. At present, Xuanzhu Biopharm has
developed over 20 candidate innovative drugs at different stages and
established an independent and complete integrated R&D system,
including multiple main targets of breast cancer, and is one of the
companies with the most comprehensive layout of the breast cancer
treatments in China.
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During the period, facing complex and volatile market environment,
Xuanzhu Biopharm persisted in advancing product research and
development vigorously, fully engaged in listing on the Science and
Technology Innovation Board, actively carrying out commercial layout,
and has achieved multiple results in pipeline progress, listing process,
commercial arrangement, etc. It has earned increasing amount of
attention and recognition from the industry and the market, the overall
strength and competitiveness of the company continues to grow.

Xuanzhu Biopharm’s product pipeline are mainly based on internal
R&D, with license-in as a supplement, focusing on major unmet
medical needs, large markets, and multiple targets along the same
disease. It has laid out more than 20 products under research in the
fields of oncology, NASH, digestion disorders, etc. and has made a
comprehensive layout in breast cancer for main targets, becoming
one of the companies in China with the most comprehensive layout
in breast cancer. During the period, a total of three innovative drugs
have obtained IND approval and clinical researches to ensue, including
XZP-KM501 (HER2 bispecific antibody ADC), XZP-KM602 (immune
CD80 fusion protein), and XZP-6877 (DNA-PK chemotherapeutic
sensitization), all of which are leading innovative drugs with no similar
products approved for market worldwide; the primary clinical phase |
data of XZP-3621 for the treatment of ALK positive advanced non-small
cell lung cancer patients shows that it has reached the predetermined
clinical endpoint, and the certainty of approval for marketing in the
future has increased.
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25+ Innovative Drugs under Development, with Comprehensive Layout for Main Targets of
Breast Cancer

Focusing on Oncology, NASH and Digestion, the pipeline layout is complete and balanced in long, medium, and short terms, with strong
capability to innovate continuously
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Notes1 Fulvestrant is a generic drug and does not need clinical trials
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Notes 2: Fulvestrant is introduced from Fujian Genohope Biotech Ltd. (& & Emimﬂﬁﬁﬁﬂﬁ—l which has interests in the PRC

73 : XZB-0004 3|3 & SignalChem Lifesciences Corp. A &

e %

Notes 3: XZB-0004 is introduced from SignalChem Lifesciences Corp., which has |nteresis in Greater China
5E4 © XZP-KM6023 |3 B 1t R¥F 5%
Notes 4: XZP-KM602 is introduced from Beijing Xuanyi
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MANAGEMENT DISCUSSION AND ANALYSIS

During the period, the first-line treatment of Birociclib (XZP-3287
CDK4/6 inhibitor), a class 1 innovative drug internally developed by
Xuanzhu Biopharm, in combination with Aromatase inhibitors is in
phase Ill clinical trial with steady enrollment. The phase llI clinical trial
of second-line treatment of Birociclib in combination with Fulvestrant
has met expected objectives in its interim analysis. During the period,
the combination with Abiraterone Acetate and Prednisolone for the
treatment of advanced and metastatic prostate cancer phase Il clinical
trial has been approved by the NMPA.

The clinical research results of Birociclib showed that, as a novel CDK4/6
inhibitor, Birociclib is expected to overcome the drug resistance of
endocrine therapy in breast cancer patients with Hormone receptor
positive (HR+); and also that the single drug of Birociclib had an
efficacious effect on patients with advanced breast cancer who failed
after receiving multi-line treatments. The results of preclinical studies
showed that Birociclib has unique pharmacokinetic characteristics, and
is able to pass the blood-brain barrier effectively, which is expected to
have beneficial effects on patients with brain metastases from breast
cancer and brain cancer patients. In addition, due to the novel targeting
mechanism of CDK4/6, Birociclib can be combined with multiple
targeted drugs, which has important clinical significance and broad
market prospects. At this year's American Society of Clinical Oncology
(ASCO) annual meeting, the Phase Il research results of Birociclib, a
class 1 new drug independently developed by Xuanzhu Biopharm, were
presented in the poster session of the ASCO annual meeting (Abstract#
1072). Xuanzhu Biopharm is recognized in the global industry, and the
value of the company was further verified.
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Moreover, in March 2023, CD80 mutant — Fc fusion protein injection
solution (product code: XZP-KM602) developed by Xuanzhu Biopharm
was approved by the NMPA for clinical trials in the treatment of
advanced solid tumors. “XZP-KM602" is a new generation tumor
immunology drug and is currently the first and only CD80 mutant — Fc
fusion protein in China. Preclinical studies showed that it produces
a long-term immune memory function, and its anti-tumor activity
lasts, which can further supplement the therapeutic effect of tumor
treatment. At present, there is only one drug with the same target
in clinical phase | in the world, KM602 is the first and only CD80
mutant — Fc fusion protein in China, which is expected to fill the market
gap in this field in China. At present, the clinical response rate of tumor
immunotherapy represented by PD1 is still low. CD80 fusion protein can
not only inhibit PD-L1 and CTLA-4, but also promote the co-stimulation
of CD28. It has the potential to enhance the response rate of 10-30%
by PD-1 inhibitor used alone. It is expected to bring significant impact in
the tumor immunology field.

In the same month, a selective DNA dependent protein kinase
(DNA-PK) inhibitor (product code: XZP-6877 tablets), internally
developed by Xuanzhu Biopharm, was also approved by the NMPA
to conduct clinical trials for the treatment of advanced solid tumors.
XZP-6877 can block the main routes for repairing DNA double
strand breaks (DSBs) caused by radiotherapy or chemotherapy
drugs, and improve the sensitivity of tumor cells to radiotherapy and
chemotherapy; at the same time, it destroys the stability of telomere
DNA structure to inhibit the proliferation and growth of tumor cells.
The combination of the two mechanisms can enhance the anti-tumor
efficacy and more effectively control tumors. XZP-6877 is the first
DNA-PK inhibitor applied for clinical trials in China, which can be
used in combination with chemotherapy or radiotherapy drugs for the
treatment of advanced solid tumors with a broad spectrum of anti-
cancer potential. Leading in research and development progress and
with technical advantages, preclinical data show that it has good drug-
like properties, and is expected to fill the market gap in China in this
field.
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MANAGEMENT DISCUSSION AND ANALYSIS

In addition, bispecific antibody-drug conjugates XZP-KM501
(recombinant anti-HER2 domain Il and domain IV bispecific antibody
for injection-MMAE conjugate), internally developed by Xuanzhu
Biopharm, has been approved by the NMPA for clinical trials for the
treatment of solid tumors such as HER2+ with intermediate and low
expression. KM501 is the first patented HER-2 bispecific-antibody-ADC
in China, which can target two different epitopes of HER2 domain Il and
domain IV simultaneously, and has better anti-tumor efficacy.

XZP-3621 is a new generation of ALK/ROS1 dual-target inhibitor
independently developed by Xuanzhu Biopharm for the treatment of
ALK+ advanced non-small cell lung cancer (NSCLC). The clinical data
show that XZP-3621 has excellent efficacy and safety on the first and
second generation of ALK inhibitor drug resistance for the treatment
of the advanced NSCLC patients with ALK+, except for gastrointestinal
adverse reactions, the incidence of adverse events such as hematology
toxicity and nervous system toxicity is low; in addition, XZP-3621 can
cross the blood-brain barrier, which is effective for the brain metastasis
of tumors. With the gradual introduction and popularization of ALK
targeted drugs, the market size of ALK inhibitor drugs in China has
grown rapidly. It is expected that the market size of ALK inhibitor drugs
in China will increase from RMB3.37 billion in 2021 to RMB6.96 billion
in 2030. At present, the clinical phase Ill study of XZP-3621 for the
treatment of naive patients with ALK+ advanced NSCLC is progressing
smoothly, and it is expected to reach the mid-term preset clinical
endpoint in the fourth quarter of this year.
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In June 2023, the proton pump inhibitor (PPI) Anaprazole Sodium
independently developed by Xuanzhu Biopharm has received a drug
registration approval from the NMPA for the treatment of duodenal
ulcer. Anaprazole Sodium Enteric-coated Tablet is currently the first
and only PPI fully independently developed in China. Its Phase I-lI
clinical studies are all based on Chinese patients, so it is more suitable
for Chinese population. Anaprazole tablets can effectively inhibit
the secretion of gastric acid and has the characteristics of fast onset,
stable therapeutic effect, less individual variation, and long half-life.
Clinical data shows that Anaprazole is metabolized through multiple
CYP enzymes and non-enzyme routes, so the risk of drug to drug
interactions is low when it is used in the presence with other types of
treatments. The drug and its metabolites are excreted through both
the gut and kidney, therefore it provides a safer medication option
for patients with renal insufficiency. It is the first innovative drug
of Xuanzhu Biopharm approved for marketing, which marks a new
milestone for Xuanzhu Biopharm from R&D to commercialization.
Anaprazole Sodium Enteric-coated Tablet is not only used to treat
duodenal ulcer, but also is expanding its new indication for the
treatment of adult reflux esophagitis (RE). Its Phase Il clinical trial has
completed the enrollment of subjects, and its Phase Il clinical trial is
planned to initiate by the end of 2023.

During the period, based on Anaprazole Sodium Enteric-coated
Tablet receiving drug registration approval from the NMPA, Xuanzhu
Biopharm has developed a systematic and feasible commercialization
plan according to the commercialization rhythm and characteristics of
the drug. Detailed arrangements have been made in the construction
of marketing organization, team building, commercialization strategies,
sales forecasting, etc. Practical measures have been implemented, and
the commercialization system is taking shape.
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MANAGEMENT DISCUSSION AND ANALYSIS

After the Shanghai Stock Exchange (SSE) accepted the application
of Xuanzhu Biopharm for independent listing on the Science and
Technology Innovation Board (STAR Market) in September 2022,
Xuanzhu Biopharm has completed and submitted the reply to the
second round of inquiry of the SSE in February 2023. Its listing
application was firstly added to the agenda of the SSE’'s meeting held
in March of this year. At the Expert Advisory Committee meeting held
in June of this year, Xuanzhu Biopharm gave feedback and reply to the
comments and supplementary questions raised by the SSE.

As one of the representatives of Biotech enterprises, Xuanzhu Biopharm
is guided by unmet clinical needs, commits to developing class 1
new drugs with international competitiveness to avoid homogeneous
competition, strives towards the “original innovation”, and strengthens
the “First-in-class” innovative drugs R&D and the international
cooperation to avoid fierce competition, with the focus on unmet
important drugs R&D. With the development of various business, the
company’s R&D ability and development potential have been widely
recognized in the industry. In the first half of the year, Xuanzhu
Biopharm has been awarded multiple honors, such as “Forbes Chinese
Unicorn Companies”, “Hebei Innovative SMEs"”, “Hebei Technology-
based SMEs”, “2023 China Biopharmaceutical Science & Technology
Innovation Value List — Top 10 Most Growing Small Molecular
Innovative Drug Companies”, “2023 China Top 100 Companies
with Comprehensive Drug R&D Ability”, and “2022 Chinese Unicorn
Companies”.
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2.2 Huisheng Biopharm: A biopharmaceutical leader

with full product coverage in the therapeutic areas
of diabetes and its complications, and is expected
to become a leading platform for the whole-course
management of diabetes patients

Huisheng Biopharm, a subsidiary of the Group, is a biomedical company
that focuses on the therapeutic areas of diabetes and its complications.
At present, the company has a world-class R&D team of more than
200 members. The core personnel once worked in MNCs or China
leading companies such as Novo Nordisk, Gan&Lee and Dongbao
Pharmaceutical. With rich experience in diabetes drug development,
it has built nearly 40 products in the pipeline, Huisheng Biopharm is
one of the few companies in China to achieve full product coverage
in the therapeutic areas of diabetes and its complications. From the
perspective of product pipeline, it covers second-generation insulin,
third-generation insulin, new generation insulin (covering basal insulin,
premixed insulin, and rapid-acting insulin), oral hypoglycemic drugs,
and complication drugs; in terms of innovation, Huisheng Biopharm not
only leads the R&D progress of multiple core products such as Insulin
Degludec, the latest generation of new insulin analogues, but also lays
out new targets such as GLP-1 agonists and SGLT-2 inhibitors. After
nearly nine years of construction and development, Huisheng Biopharm
has developed itself as a full-industry-chain bio-pharmaceutical
company, integrating R&D, production and sales, and is committed to
providing full process and all-round integrated treatment solutions for
diabetic patients.
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MANAGEMENT DISCUSSION AND ANALYSIS

Diabetes is one of the fastest growing health problems in the 21st
century, with 463 million people worldwide suffering from diabetes,
and an average of 1 in 10 adults (20-79 years old) suffering from
diabetes. Since diabetes cannot be cured, and needs to be controlled
by medication, diabetic patients around the globe spend at least US$60
billion on diabetes medication each year, with the trend increasing year
by year. The number of diabetes patients in China has also been rising
rapidly in recent years due to aging and improved diet. According to
the IDF map, the number of diabetes patients in China has increased
by 56% from 90 million to 140 million between 2011 and 2021, of
which about 72.83 million or 51.7% has not yet been diagnosed. Over
the next 20 years, although the prevalence of diabetes in China will
stabilise, the total number of patients will increase to 164 million by
2030. According to Frost & Sullivan, China’s diabetes drug market will
reach RMB63.2 billion in 2020, and is expected to reach RMB116.1
billion in 2025 and RMB167.5 billion in 2030, representing a huge
market potential.

As a common long-term chronic disease, diabetes not only requires
lifelong treatment, but also has a wide range of complications
that are serious. In China, more than 70% of diabetic patients die
from cardiovascular and cerebrovascular diseases, diabetes-induced
amputations account for 56.5% of non-traumatic amputations, diabetic
retinopathy (DR) is the main cause of blindness in young adults, and
kidney damage caused by diabetes is the main cause of advanced
end-stage renal disease in China, which makes diabetes and its
complications a special race track. If we want to excel in the complex
race of diabetes and become the Chinese version of Novo Nordisk, on
one hand, our products need to be widely distributed to meet the needs
of diabetes and its complication patients at different levels throughout
their life cycle through a comprehensive product pipeline; on the
other hand, we need to continue to innovate to enhance our core
competitiveness and new drug R&D strength, and strive to bring heart,
kidney and body weight health benefits to diabetic patients on the basis
of glucose control by iterative updating of our products.
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During the period, Huisheng Biopharm promoted the progress of
product R&D and commercialization rapidly, a total of 3 complication
generic drugs have obtained the drug registration approval from the
NMPA, including Mecobalamin Tablets, Thioactive Acid Injection, and
Sitagliptin Photosphate Tablets (a total of 3 types with 4 specifications),
marking a new milestone of Huisheng Biopharm from R&D to
commercialization. Drug registration applications of a total of 11
drugs have been accepted by the NMPA, and are progressing steadily,
including the SGLT-2 inhibitor Janagliflozin, a Class 1 innovative drug
that was developed by the Company independently, and the new
Insulin analog such as Insulin Degludec Injection, Insulin Degludec
and Insulin Aspart Injection, Insulin aspart series products (including
Insulin Aspart Injection, Insulin Aspart 30 Injection, and Insulin Aspart
50 Injection), and four complication generic drugs (including Sitagliptin
Photosphate/Metformin Hydrochloride Tablets, Calcium Dobesilate
Capsules, Mecobalamin Injection, and Epalrest Tablets). In addition,
there are a total of 4 drugs in the mid-to-late clinical stage, and it is
expected to apply for Pre-NDA in the second half of this year (including
Recombinant Human Insulin Injection, Protomine Recombinant Human
Insulin Injection, Protomine Recombinant Human Insulin Injection
(30R), and Protomine Recombinant Human Insulin Injection (50R)).
Additionally, 1 drug IND application has been approved (Semaglutide
Injection), 1 drug IND application has been submitted for acceptance
(Insulin Degludec/Liraglutide Injection). In addition, more than 10 drugs
in pre-clinical stage, including HSP012C, a double target agonist drug
developed by the Company independently, and GLP-1 innovative drug,
insulin analog, etc.
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Rich Product Pipeline, Realizing Full Coverage in Diabetes and Complications
The R&D progress of many main drugs leading the industry
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Note: The above chart only lists the main drugs of Huisheng Biopharm
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BAEYNEEER(BETERR) The detailed information of the main drugs (including but not limited to)
WARERSMT : of Huisheng Biopharm is as follows:
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Semaglutide Injection developed by Huisheng Biopharm has been
approved for clinical trials by the NMPA in June this year for the
treatment of type 2 diabetes; synchronized clinical trials phase |
and phase Ill. Semaglutide is a long-acting GLP-1 receptor agonist
(GLP-1RA) injected once a week. Its blood glucose reduction
and weight loss effect is superior to Liraglutide, a traditional
GLP-1RA. Semaglutide has multiple advantages such as blood
glucose reduction, weight loss, cardiovascular protection,
and does not increase the risk of hypoglycemia. China and
foreign clinical guidelines recommend that patients with type 2
diabetes (T2DM), cardiovascular disease or patients with high
cardiovascular risk should be given priority. The global sales of
Semaglutide exceeded US$10 billion in 2022. It was approved
to enter the Chinese market in 2021, and in the same year, it
was included in the National Reimbursement Drug List (NRDL),
afterwards, the sales show a dramatic growth in China. In 2022,
the sales of Semaglutide Injection in Greater China was US$311
million. Semaglutide not only has good blood glucose reduction
efficacy and high safety, but also has outstanding advantages in
the weight loss and cardiovascular benefits. It is expected that
the sales will continue to grow rapidly in both international and
chinese markets in the future.
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MANAGEMENT DISCUSSION AND ANALYSIS

Insulin Degludec and Insulin Aspart Injection, developed by
Huisheng Biopharm, has applied for drug registration and
was accepted by the NMPA in May of this year. It is the first
biosimilar of Insulin Degludec and Insulin Aspart Injection that
has been applied for drug registration and accepted in China. The
Insulin Degludec and Insulin Aspart Injection is a soluble double
insulin, it is a mixture of 70% Insulin Degludec and 30% Insulin
Aspart. After subcutaneous injection, they exert their respective
pharmacokinetic effects, thereby achieving an ultra long and
stable hypoglycemic effect. The characteristics of this product
are that it can quickly control fasting and postprandial blood
glucose, and better reduce HbA1c. Compared with the use of
Insulin Glargine and Insulin Aspart, the product has a significantly
lower risk of nocturnal hypoglycemia and is more conducive to
blood glucose regulation in patients with diabetes. As a non-co-
crystalline compound, the product can be used without mixing,
which enhances the convenience of the product and avoids the
injection risk of mixing preparations. In addition, compared to
basal insulin and mealtime insulin treatment, the product can
reduce the number of injections, thereby helping to improve
patient compliance and reduce medical burden.
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Janagliflozin, a Class 1 innovative drug, developed by Huisheng
Biopharm, has applied for NDA last year and was accepted.
It submitted supplementary materials in March this year and
currently is waiting the drug registration approval from the
NMPA. Janagliflozin is the second Class 1 innovative SGLT-2
inhibitor drug to apply for NDA in China after Hengrui, and it
was accepted. Its hypoglycemic mechanism is unique and can
be used alone or in combination with other hypoglycemic drugs,
with a wide range of applications. Clinical data shows that it has
significant effects such as blood glucose reduction, weight loss,
hypotensive blood pressure, etc. with low risk of hypoglycemia
and good safety. Due to the outstanding advantages of SGLT-
2 drugs in heart and kidney protection, many SGLT-2 drugs
have been approved for relevant indications. It is expected
that Janagliflozin will also have additional incremental market
potential in the fields of heart failure and chronic kidney disease
in the future. According to CHPA data, the sales of SGLT-2
inhibitor drugs from sample hospitals in China in 2022 were
RMB3.676 billion, an increase of 48.24% compared to 2021. It is
expected that the sales of SGLT-2 inhibitor drugs will continue to
grow rapidly in China.

HSP012C, a dual target agonist, independently developed by
Huisheng Biopharm, is used to reduce blood glucose and weight
loss. Preclinical animal experiments data show that HSP012C
has similar or better effects on reducing blood glucose and the
weight loss than the control drug, and has obvious non-leptin
channel dependent insulin sensitivity enhancing effects, bringing
multiple benefits to overweight or obese patients. At present,
we have successfully completed toxicological batch production
and animal pre-experiments (including pharmacodynamics,
pharmacokinetics, and repeated administration toxicity), and plan
to conduct formal animal experiments in August.
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MANAGEMENT DISCUSSION AND ANALYSIS

Insulin Degludec Injection, developed by Huisheng Biopharm,
has applied for drug registration and was accepted by the
NMPA, it was the first biosimilar of Insulin Degludec analog that
has been applied for drug registration and accepted in China.
Insulin Degludec is a new generation of long-acting basal insulin
analogue with unique long-acting mechanism and excellent
hypoglycemic effect, stable blood glucose concentration, low
risk of hypoglycaemia, high safety and long-lasting effect. With
a half-life of approximately 25 hours and a duration of action
of up to 42 hours, due to the longer half-life and duration of
action, Insulin Degludec has a more flexible injection time and
higher patient compliance. It is the first insulin that allows
diabetes patients to inject at any time of the day (8 hours apart).
Clinical data shows that the clinical efficacy of Insulin Degludec
developed by Huisheng Biopharm is comparable to that of the
original drug.

The Insulin Aspart series drugs (Insulin Aspart Injection, Insulin
Aspart 30 Injection, and Insulin Aspart 50 Injection) developed by
Huisheng Biopharm have applied for drug registration, and was
accepted by the NMPA. It has submitted supplementary materials
during the period. At present, Huisheng Biopharm is the only
company that simultaneously applies for drug registration of all
kinds of Insulin Aspart and is being accepted in China. Insulin
Aspart Injection is a rapid-acting insulin analog, which takes
effect more quickly than Human Insulin, better controls post-
prandial blood glucose, and reduces the risk of hypoglycemia;
Insulin Aspart 30 Injection is a mixture of 30% Insulin Aspart and
70% Insulin Aspart Protamine; and Insulin Aspart 50 Injection is a
mixture of 50% Insulin Aspart and 50% Insulin Aspart Protamine,
compared with human insulin, the two premixed insulin can
better control fasting and postprandial blood glucose at the
same time, reduce the risk of hypoglycemia, reduce the number
of injections, and thus improve the treatment compliance of
patients.
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Total of three drugs (four specifications) of Huisheng Biopharm have
obtained the approval for marketing, including: Mecobalamin Tablets,
Thiotic Acid Injection and Sitagliptin Phosphate Tablets. In addition,
many drugs have applied for marketing, including: Janagliflozin,
Insulin Aspart Insulin (Insulin Aspart Injection, Insulin Aspart 30
Injection, Insulin Aspart 50 Injection), Insulin Degludec Injection
(refill, prefilled injection pen), Insulin Degludec and Insulin Aspart
Injection (refill, prefilled injection pen), Epalrestat Tablets, etc. To
ensure rapid industrialization of the drugs after launch and support
the transformation of the entire value chain operation of research,
production and sales, by adhering to the cost and efficiency oriented,
and in combination with the online ERP expansion module, the
Company has sorted out the industrial operation process, achieving
the full line connection of sale-plan-production and logistics business,
and promoted the standardization, informatization, and digitalization
process of industrial operation; the Company has also implemented
organizational integration and resource restructuring of processes
and production modules, improving the specialization of processes
and techniques and site production management. At the same time,
it has completed production lines renovation, added key production
equipment, and achieved the commercial production lines with a
production capacity of over ten million and a flexible and efficient
operation of pilot production lines, improving internal operation
significantly and R&D efficiency. In addition, to ensure the successful
launch for the approved products, Huisheng Biopharm has conducted
on-site research on the product pipeline and developed product
portfolio sales strategies, and has started to establish marketing
team, covering functional departments such as marketing, sales, and
marketing operations, and has carried out market preparation before
the drug is launched.

In January of this year, Huisheng Biopharm announced that it had
successfully completed the A+ round of financing, the investors
subscribed for stake in Huisheng Biopharm at the cost of an
additional capital increase of RMB580 million, with an overall
post investment valuation of RMB5.58 billion. Despite the capital
market is experiencing the lowest sentiment in recent two years,
Huisheng Biopharm successfully completed both A and A+ rounds
of financing within 12 months, realized a total equity financing of
RMB1.08 billion, which fully reflects the recognition of investors
on the R&D and industrialization capability of Huisheng Biopharm,
and also verifies the value of the company’s product pipeline in the
therapeutic areas of diabetes and its complications. The Group is also
full of confidence and expectations for the future development of
Huisheng Biopharm. During the period, the company has successfully
completed its share reform and officially changed its name to Huisheng
Biopharmaceutical Co., Ltd., preparing for independent development in
the capital market in the future.
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MANAGEMENT DISCUSSION AND ANALYSIS

Huisheng Biopharm is a biopharmaceutical platform that the Group has
carefully incubated for nearly nine years, targeting at the huge potential
diabetes and its complications market in China. In the future, with
the gradual implementation of Huisheng Biopharm’s product pipeline
and the continuous emergence of innovative products, Huisheng
Biopharm will become a leading biopharmaceutical leader in China with
a full range of products in the therapeutic areas of diabetes and its
complications, thus realizing a continuous amplification of its value.

Generic medicines: Continuing the steady development
of the “cash cow” business and accelerating the
implementation of the spin-off and divestment of
certain generic medicines and other non-core traditional
pharmaceutical or big healthcare businesses and assets
that have failed to meet the operating expectations or
are not in line with the long-term strategic development
objectives

In 2023, the Group accelerated the implementation of the optimization
and integration of the generic pharmaceuticals business, balanced the
development and stability of the generic pharmaceuticals cash cow business,
and accelerated the implementation of the spin-off and divestment of certain
generic pharmaceuticals and other non-core traditional pharmaceuticals or
big healthcare businesses and assets that have failed to meet the operating
expectations or are not in line with the long-term strategic development
objectives.

At the beginning of the new year, the Group has made many significant
progress in the “cash cow” generic pharmaceutical business. Among
which, the blockbuster drug Kelin’ao was successfully moved out of the Key
Monitoring Drug List leveraging on its more than one thousand patients
evidence-based medicine (EBM) results, two Non-PVC solid-liquid dual
chamber bag drugs and Midazolam Oromucosal Solution were included
in the National Reimbursement Drug List (NRDL) in 2022, and the antiviral
drug Favipiravir Tablets (0.2g), anti bacterial infection drug Azithromycin
for Suspension (Strength: 0.1g), anti fungal infection drug Fluconazole and
Sodium Chloride Injection (Strength: 100ml: Fluconazole 0.2g and Sodium
Chloride 0.9g; 50ml: Fluconazole 0.1g and Sodium Chloride 0.45g), and
Dopamine Hydrochloride Injection(Strength: 2.5ml: 50mg; 5ml: 100mg) for
the treatment of shock syndrome, developed by the Group, have received
drug registration approval from the NMPA during the period. The successful
launch of the drugs will provide strong support for the growth of the
pharmaceutical business revenue of the Group.
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Kelin’ao® (Cinepazide maleate injection) is a weak calcium antagonist used
to improve neurological symptoms, activities of daily living (ADLs) and
dysfunctions caused by acute ischaemic stroke. Cinepazide maleate can
effectively improve the blood supply to the ischaemic region of the brain, and
preliminary studies have confirmed that it does not affect the clinical blood
pressure management of patients, avoiding the problem of hypoperfusion at
the ischaemic region of the brain caused by low blood pressure. The Group
is currently the only enterprise in China that has completed a large-scale
confirmatory clinical study on this product. The clinical study was a multi-
centre real-world study for post-marketing safety evaluation, led by Professor
Cui Liying of Peking Union Medical College, former chairman of the Neurology
Branch of the Chinese Medical Association, with the participation of 68 top
hospitals from dozens of provinces, municipalities and municipalities directly
under the Central Government, with a total of 1,301 subjects enrolled. This
is the clinical trial with the largest number of participating centres and the
largest sample size among the independently developed drugs for stroke
treatment in China, which provides an important guarantee for the credibility
and reproducibility of the study results. The results of the study showed that
the drug was effective in promoting functional recovery in stroke patients
after 90 days (Note: 90 days is the major time point for end-point event
assessment, which is widely accepted in international similar studies). The
results of this study demonstrated that the product is effective in improving
the prognosis of stroke patients and reducing the disability rate. Curacetamibe
maleate is the only approved product in the field of stroke treatment in China
since the commencement of the post-marketing clinical study. As a former
first-line drug for the clinical treatment of cardiovascular and cerebrovascular
diseases, Kelin'ao® has benefited 7 million patients over the past 20 years,
and its annual terminal sales in the Chinese market once reached billions of
yuan, making it a heavyweight product used for the treatment of stroke at
that time. Stroke is an acute cerebral blood circulation disorder caused by
narrowing, occlusion or rupture of the arteries in the brain due to various
triggering factors, which is an acute cerebrovascular disease and is the leading
cause of death among Chinese residents. Clinically, stroke is divided into two
major categories: ischemic stroke and hemorrhagic stroke, and the incidence
rate in China is on the rise. According to the China Stroke Prevention and
Treatment Guidelines (2021), the proportion of new strokes in China is
about 0.28%, with acute stroke accounting for about 70% of the total, and
the total population of China will be about 1.413 billion in 2022, with the
number of new acute ischemic strokes in China being about 2.77 million
in 2022. According to the China Stroke Report 2020, in 2019, there were
28.76 million stroke patients in China, of which 24.18 million were ischaemic
stroke patients. Thrombolysis is the main treatment for acute ischaemic stroke
(AIS), but it is not suitable for all patients. CHINAQUEST study shows that the
average time from onset to hospital for AIS patients in China is 20.1 hours,
and the total proportion of stroke patients receiving thrombolysis is less than
3%. According to the 2017 China Stroke Prevention and Treatment Report,
the recurrence rate one year after the first stroke is as high as 17.1%, and
patients must take long-term medication to prevent recurrence, which has
also contributed to the continuous growth of the domestic market for stroke
medication. In 2020, the sales of stroke drugs in China was approximately
RMBE9 billion.
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MANAGEMENT DISCUSSION AND ANALYSIS

The non-PVC powder-liquid dual-chamber bag ready-to-dispense infusion
has a high R&D technology barrier and a long development cycle, and is
currently an advanced infusion product in the international arena. The dosage
form adopts specific technology and non-PVC multi-layer co-extruded film
as the packaging material, the drug and the injectable solvent are packed in
two chambers of the same bag, and the chambers are separated by virtual
welds. Before infusion, it is only necessary to gently squeeze the bottom of
the chambers to open the barrier between the two preparation chambers
to achieve drug homogenisation. The dosage form avoids secondary
contamination caused by microorganisms and particles during the dispensing
process, and eliminates the potential hazards to healthcare workers caused
by highly allergenic drugs during the preparation and infusion process. In
addition, it takes less than 20 seconds from preparation to use, which has the
advantage of high efficiency and speedy use, and can be commonly used in
hospitals for emergency treatment, ICUs, etc., which can save more lives in
case of emergencies. In terms of clinical application, it is widely recognised as
the safest, most reliable and convenient infusion product, and is one of the
new dosage forms with the most development potential in the pharmaceutical
industry. Compared with overseas markets, the development of the non-PVC
powder and liquid double chamber bag market in China is still in its infancy,
and its current usage rate in the entire infusion market accounts for only 20%
of the market share. Compared with the market share of approximately 40%
to 60% in Japan and approximately 90% of the market share in the U.S., it
can be foreseen that the Chinese market for this dosage form in the future is
promising and has huge market potential. According to IQVIA, the domestic
market for cephalosporin antibiotic injections in 2021 was approximately
RMB40 billion. The Group’s two non-PVC powder-liquid dual chamber bag
products, being the first and exclusive dosage form in the PRC, are expected
to contribute to a significant increase in sales of these products when they are
successfully included in the NDRL 2022.
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Midazolam Buccal Mucosal Solution, a benzodiazepine sedative-hypnotic, is
the first mucosal drug form developed for infants, children and adolescents
in China for the treatment of acute, persistent convulsive seizures caused
by hyperthermia or epilepsy in children 3 months to 18 years of age, and it
is a recommended therapeutic agent in the guidelines for the treatment of
epilepsy and the guidelines for febrile convulsive seizures. The current clinical
use of midazolam, which is mainly administered orally or intravenously, poses
a major inconvenience for infants, toddlers and children with persistent
convulsive seizures. Compared with other dosage forms, the buccal mucosal
solution dosage form is more convenient to administer, with faster onset
of action, and can even be used in out-of-hospital home emergencies. The
Midazolam Buccal Mucosal Solution developed by the Group is the first of its
kind in China and the only one of its kind in China. With the full liberalization
of the two-child and three-child policy, China’s child population continues
to grow and the rate of morbidity and out-patient visit is also on the rise,
presenting new development opportunities in pediatric drug market. At
present, the market scale of children’s medicine in China only accounts for
7-8% of the overall pharmaceutical industry, and the population aged 0-15
years accounts for approximately 17.8% of the total population, representing
a huge population base, the market of children’s medicine is far from
saturated, with a huge market potential in the future.

With the recent positive developments in the Group’s generic pharmaceuticals
business, it is believed that the approval and launch of these new products
will provide strong support for the Group to maintain a healthy cash flow.
Meanwhile, with the successful spin-off and divestment of part of the Group's
traditional generic pharmaceuticals business and big healthcare business,
which have continued to suffer from low profitability and are subject to strong
policy influence, the Group has been able to further focus its management
and corporate resources on the medical aesthetic segment that with higher
growth and higher profit margins, as well as on the biopharmaceutical
segment with high growth in value. The Group believes that through the
implementation of our “Innovative Pharmaceuticals + Medical Aesthetics”
dual-wheel drive strategy and the enhancement of the efficiency of the
Group's resource utilisation, the overall profit structure of the Company
will be effectively improved and upgraded, which will help to maximise
shareholders’ value.

VO B8 S5 9 R £ B B BR A &) SIHUAN PHARMACEUTICAL HOLDINGS GROUP LTD.



A 5= B8 R 2R R B BE

—EC=F AREBRKRE  BEERY
DR RIHT S+ B 5K | SRR B RS - IS EHE L
REAREREXER LS EEANERLEY
BER  HMNEEETELES BR
HERETERPOE DD REEE R EMmIE
[ZAYN I 2

EBXEBL  AERMSEEEBXEH30
MRAREN - SEEMBEKR - LRHEEKR
EEXRUNERMHEEREMHR  BRER
RIS HREERNETETBESREMRIES
# o WHNRHEAE BE R HE MmAV AT - ML
W REEREXEBOAREE  KHER
REESENRFZ TR - T EEERS RS
E RERARE 85 - B - HESBKE
EERRISER  FEN [KNAEREREXA
TERABENEREERBENELERDLE]
HERRS B IRBE -

EREXB L AEEFE-TSEREIHLE
WEELEERFHRHOKRR » RE R R LY
BEREGMIEER - IREMREM LT RE
HELER  WESFHHEEBFRANE L
DI LT BREEXBHREBHRITZBRES
fhfE -

MBEER L AEEBHELETAR R
BEIReF I ZBOREER  TETRBED
ETRHIM T BB - [RBHEE R E A IF AL K2R
% BtREE  YAREERRNELKE
B WIERIKE °

BIRE R am M AT
MANAGEMENT DISCUSSION AND ANALYSIS

PROSPECTS AND FUTURE GROWTH STRATEGY

In 2023, the Group will adhere to, thoroughly implement and accelerate its
“Innovative Pharmaceuticals + Medical Aesthetics” dual-wheel drive strategy by
focusing its management on the high-growth medical aesthetics field and the
high-value innovative pharmaceuticals and biopharmaceuticals field, optimising
and integrating the generic pharmaceuticals business, and expeditiously divesting
itself of some of the generic pharmaceuticals business that has failed to meet the
expected performance and other non-core healthcare businesses.

In the medical aesthetics business, the Group will continue to implement its
medical aesthetics marketing version 3.0, consolidate the results of product sales,
and continue to expand the distribution of products and sales network in the
medical aesthetics field, and actively look for quality bidders for mergers and
acquisitions, consolidation or introduction of product agents both domestically and
internationally, as well as speed up the research and development, registration,
and product launching of medical aesthetics products, so as to rapidly achieve the
upgrading and development of the medical aesthetics business, and to realise a
simultaneous upgrade in terms of size and quality, and build a new engine of cash
flow for the Group. The Group will ensure the synchronized growth of our revenue
scale, profitability, team and sales network coverage, and continue to move towards
the strategic goal of “becoming a leading medical aesthetics enterprise in China
that can serve the life-cycle needs of aesthetics seekers with a full range of product
coverage”.

In respect of the pharmaceutical business, the Group will further consolidate the
results of its transformation and upgrading to an innovative biopharmaceutical
enterprise, rapidly promote the progress of research and development of its
innovative biopharmaceutical product pipeline, accelerate the progress of both
product registration and product commercialisation, and progressively complete
the spin-off and independent listing of its research and development business sub-
segment, so as to ensure the rapid development and the realisation of the high
valuation of its business.

In respect of the generic pharmaceuticals business, the Group will continue its
business restructuring and ensure the steady development of its “Cash Cow”
business, and gradually divest generic pharmaceuticals, APIs and other non-core
healthcare businesses that do not meet the Group's expectations, and turn them
into cash to be utilised for the Group’s future business operations, mergers and
acquisitions or dividend payouts.
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CONCLUSION

The Group believes that through the continuous implementation of the “Innovative
Pharmaceuticals + Medical Aesthetics” dual-wheel drive strategy, accelerating the
transformation into medical aesthetics and innovative biopharmaceuticals business,
and continuing to optimize and integrate the generic pharmaceuticals business, etc.,
the Group’s efficiency in the allocation of resources and its medium- to long-term
financial performance will be further enhanced, and the Company’s overall value
and its ability to withstand the cyclical risks of the industry will also be significantly
increased in the future.

The Group believes that through the implementation of the dual organizational
structure strategy, focusing the management on the high-growth medical and
aesthetic field and the high-value innovative drugs and biopharmaceuticals field,
further focusing the management on the development of the medical and aesthetic
business and business expansion, as well as stimulating and encouraging the
development and growth of the biopharmaceuticals segment and its independent
financing, it will continue to consolidate and expand the Group's achievements in its
strategic transformation into a leading medical and aesthetic and biopharmaceutical
company in China. Sihuan Pharmaceutical will continue to be a friend of time, and
through the continuous and efficient implementation of the dual-drive strategy of
“Innovative Pharmaceuticals + Medical Aesthetics”, we will promote the further
unlocking of our corporate value and realize our strategic goal of becoming a
leading medical aesthetics and biopharmaceuticals company in China. It will also
bring more and better investment returns to our shareholders and investors who
have been steadfastly believing in and supporting the Group.
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MANAGEMENT DISCUSSION AND ANALYSIS

FINANCIAL REVIEW

Revenue

Total revenue of the Group for the Period was approximately RMB1,055.7 million
(six months ended 30 June 2022: RMB1,464.2 million), representing a year-on-
year decrease of approximately 27.9% (approximately RMB408.5 million). Among
which, the revenue from medical aesthetic products amounted to RMB194.0 million
(six months ended 30 June 2022: RMB98.6 million), representing a year-on-year
increase of approximately 96.8% (approximately RMB95.4 million), mainly due
to that with the full liberalization of domestic epidemic control and the gradual
recovery of consumer demand, the Group’s medical aesthetics platform Meiyan
Space has successfully upgraded and developed through its 3.0 version of sales
reform and achieved stage-by-stage success, achieving a significant rebound of sales
revenue in its medical aesthetics business. Revenue from sales of generic medicine
amounted to approximately RMB845.7 million (six months ended 30 June 2022:
RMB1,233.0 million), representing a year-on-year decrease of approximately 31.4%
(approximately RMB387.3 million), mainly attributed to the impact of the price
reduction as a result of centralized procurement and the decline in prices and sales
volumes of certain generic medicines as a result of certain products being newly
included in the key monitoring catalogue. In addition, revenue from innovative
medicine and other medicine amounted to approximately RMB16.0 million (six
months ended 30 June 2022: RMB132.6 million), representing a year-on-year
decrease of 87.9% (approximately RMB116.6 million), mainly attributed to the
disposal of certain APl companies (including Jilin Jiahui Chemical Co., Ltd.) of the
Group at the end of 2022, which resulted in a corresponding year-on-year decrease
in the revenue from the APl segment.

Cost of sales

Cost of sales of the Group for the Period amounted to approximately RMB308.0
million (six months ended 30 June 2022: RMB460.5 million), representing a year-on-
year decrease of 33.1%, which was mainly due to the decrease in revenue from sales
of generic medicine for the Period.

Gross profit

Gross profit for the Period amounted to approximately RMB747.7 million (six
months ended 30 June 2022: RMB1,003.7 million), representing a year-on-year
decrease of approximately 25.5% (approximately RMB256.0 million), mainly due
to the decrease in overall revenue for the Period. Overall gross profit margin was
70.8%, representing a year-on-year increase of 2.3% as compared to 68.5% for the
same period in the last year, which was attributable to a significant decrease in the
proportion of sales of APl with low gross profit margin and a significant year-on-year
increase in the proportion of sales of certain generic medicine products with high
gross margin. Among which, the gross profit margin of medical aesthetic products
decreased from 77.9% for the same period in the last year to 69.7% for the Period,
which was due to the impact of stepping up marketing for product brand as Meiyan
Space aimed to accelerate the growth of product sales and increase its market share.
The gross profit margin of generic medicine decreased from 75.3% for the same
period in the last year to 71.6% for the Period, mainly attributed to the impact of
industry policies such as centralized procurement policy.
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Other gains - net

Other gains — net for the Period amounted to approximately RMB35.1 million (six
months ended 30 June 2022: RMB234.3 million), representing a year-on-year
decrease of 85.0% (approximately RMB199.2 million). It was mainly due to the fact
that a one-off gain on disposal of subsidiaries was recognised in the same period of
last year, which was absent in this period.

Impairment losses on non-current assets

There was no provision for impairment of non-current assets during the Period
(six months ended 30 June 2022: RMB98.1 million), representing a year-on-year
decrease of 100% (approximately RMB98.1 million).

Distribution expenses

Distribution expenses for the Period amounted to approximately RMB212.5 million
(six months ended 30 June 2022: RMB229.6 million), representing a year-on-year
decrease of 7.4% (approximately RMB17.1 million), mainly due to the significant
decrease in revenue for the Period and the fact that partial costs of marketing
activities did not decrease in line with the decrease in revenue, resulting in a lower
proportional decrease in distribution expenses than the decrease in revenue for the
Period.

Administrative expenses

Administrative expenses was approximately RMB212.2 million (six months ended
30 June 2022: RMB320.3 million), representing a year-on-year decrease of 33.7%
(approximately RMB108.1 million), mainly because the Group proactively adopted
various cost reduction and efficiency enhancement initiatives during the Period,
thereby reducing partial administrative expenses.

R&D expenses

R&D expenses for the Period amounted to approximately RMB294.0 million (six
months ended 30 June 2022: RMB457.3 million), representing a year-on-year
decrease of 35.7% (approximately RMB163.3 million), mainly due to the completion
of Phase Ill clinical trials of Group's certain self-developed products (including
the innovative medicine, biologicals, and the generic medicine). These products
are expected to be approved for marketing by the end of 2023 while a number
of research and development projects of Huisheng Biopharm, a subsidiary of the
Group, have been completed and filed for production.

Other expenses

Other expenses for the Period amounted to approximately RMB11.9 million (six
months ended 30 June 2022: RMB11.1 million), which represented a year-on-year
increase of 7.2% (approximately RMBO0.8 million).

46 VO B8 S5 9 R £ B B BR A &) SIHUAN PHARMACEUTICAL HOLDINGS GROUP LTD.



P #BAX

HAMBERIZTNAEARKIBBSHEEL(ZF
ZZEXNAZTBELEAREAAR  ARKIIEE
JL)  REIEIN34.3% (HWARE341EET) ©
Hep - [WEBARBRMHEBERAENERAZOA
R¥103. 788 L(ZE__F NA=1+HLR
BA: ARE726B&T) - ZEBERBEFR S
FEHRAEEE TR E T AR ERERE
DI _ETFTE A B B AR SRR AN G AT
B Rk EA428% (ARSI IHEETL)
ZEAZTEZHRAEEETHBRREAED
HEFESEETRARK1,008E 8 T fE
BhE FTE £ RN IL EI AR B o

BRBLAIE 18

AU EMBRE - B4 E KRB AR
MARKIZNEBT(ZE=—FAA=1AIL
AEA EFARBS60EHT) «

Fr8BiB

HAREEMRERASINARARKSSIFTE
T(ZEZ—FRXNA=THLEAEAA : AR
151.98 &) * B TFE43.4% (M ARY66.0
BET) - BEANHAPHAGRGEMBER LA
GENBHEEARERE EASEHETHIHR
BT RRAIRBESHARTFRARAANFEHEF
B It 7E R BA E B 6 E T AR IE R ERBL
S Al o

BHREE

RAENEMBRE  HHARNEBEEBRHARE
1M89BB L (ZE=_=F NA=+THILAME
A BEARKISIEET) R EF24.0%
(HARM23.088T) TZHRAEERF
REFREERAIFT A EERETRIFER
BRE BERHBERAKSEMERY &
AT EEBRR 2L 38 B R BE 5 3P U s B 35 )&
FETRRROREFERM -

BIRE R am M AT
MANAGEMENT DISCUSSION AND ANALYSIS

Finance expenses

Finance expenses for the Period amounted to approximately RMB133.5 million (six
months ended 30 June 2022: RMB99.4 million), which represented a year-on-year
increase of 34.3% (approximately RMB34.1 million). Among which, interest expense
on redemption liabilities of shares of its subsidiaries amounted to approximately
RMB103.7 million (six months ended 30 June 2022: RMB72.6 million). Such interest
expense on redemption liabilities was mainly due to interest costs of the repurchase
rights resulted from the equity financing and spin-off listing of innovative drug
subsidiaries of the Group, which represented a year-on-year increase of 42.8%
(approximately RMB31.1 million). Such increase was mainly due to interests on
the new repurchase rights upon the successive completion of equity financing
amounting to RMB1,008 million of Huisheng Biopharm, a subsidiary of the Group
since last year.

Loss before tax

Taking into account all the above reasons, the loss before tax of the Group for the
Period amounted to approximately RMB33.1 million (six months ended 30 June
2022: profit of RMB56.0 million).

Income tax expense

Income tax expense of the Group for the Period amounted to approximately
RMB85.9 million (six months ended 30 June 2022: RMB151.9 million), representing
a year-on-year decrease of 43.4% (approximately RMB66.0 million). Despite the
consolidated financial results on the interim condensed consolidated financial
information showing a loss for the period, certain generic medicine subsidiaries and
medical aesthetic segments of the Group still recorded assessable profit under the
PRC statutory regime as such subsidiaries recorded profit.

Loss for the Period

Taking into account all the above reasons, the Group’s loss for the Period amounted
to approximately RMB118.9 million (six months ended 30 June 2022: loss of
RMB95.9 million), representing a year-on-year increase of 24.0% (approximately
RMB23.0 million). It was primarily attributable to the combined effect of the
Group's increasingly considerable R&D investment every year with its persistence
in the innovative transformation and development towards medical aesthetics
and innovative biopharmaceutical businesses in recent years, and the year-on-year
decline in revenue and profit from the generic medicine segment due to changes in
industry policies.
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Loss attributable to owners of the Company

Loss attributable to owners of the Company for the Period amounted to
approximately RMB49.6 million (six months ended 30 June 2022: profit of RMB40.4
million), representing a year-on-year decrease of 222.8% in profit (approximately
RMB90.0 million). The decrease was mainly attributable to the fact that the loss
shown in the Group's interim condensed consolidated financial information was
attributable to the increasingly considerable R&D investment and loss incurred for
the Period by the innovative drug business segment of the Group (mainly Xuanzhu
Biopharm and Huisheng Biopharm). As the proportion of the Group'’s equity interests
in the companies under the innovative drug business segment gradually decreased
due to equity financing or spin-off and listing, the loss attributable to owners of the
Company should also decrease accordingly.

Loss attributable to non-controlling interests

Loss attributable to non-controlling interests for the Period amounted to
approximately RMB69.3 million (six months ended 30 June 2022: RMB136.3 million),
representing a decrease of 49.2% or approximately RMB67.0 million year-on-year.
The decrease was mainly attributable to the significant year-on-year decrease in loss
of the Group's innovative drug business segment during the Period, which incurred
by considerable R&D expenditure.

Liquidity and financial resources

The Group maintained strong financial position. During the Period, net cash flows
from operating activities amounted to approximately RMB28.3 million and the
2022 final dividend of approximately RMB298.6 million was paid to shareholders
of the Company. As at 30 June 2023, the Group’s cash and cash equivalents and
wealth management products amounted to approximately RMB4,510.0 million
in aggregate, of which, cash and cash equivalents amounted to approximately
RMB3,734.0 million (31 December 2022: RMB3,828.9 million). In addition, the total
wealth management products recognized in the consolidated statement of financial
position amounted to approximately RMB776.0 million.
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MANAGEMENT DISCUSSION AND ANALYSIS

In general, the Group places its excess cash into interest-bearing bank accounts. The
Group may use extra cash for short-term investments for higher returns. Thus, the
Group has entered into agreements with certain banks for surplus cash investment.
According to the terms of the agreements signed, the total amount of investment
conducted by the Group for the Period was approximately RMB878.0 million. The
investments made by the Group were short-term in nature and mainly consisted
of financial planning products purchased from certain state-owned banks. At their
discretion, issuing banks for the above-mentioned financial planning products
may invest in financial instruments such as government bonds, discounted bank
acceptance bills and commercial acceptance bills and bank deposits. As the highest
applicable percentage ratio in respect of the investments in each bank (after
aggregation according to rules 14.22 and 14.23 of the Rules Governing the Listing
of Securities (the “Listing Rules”) on The Stock Exchange of Hong Kong Limited
(the “Stock Exchange”) separately is less than 5% as at the time of the investments
according to Rule 14.07 of the Listing Rules, such investments did not constitute
notifiable transactions under Chapter 14 of the Listing Rules.

As at the same date, bank borrowings of the Group amounted to approximately
RMB1,273.4 million (31 December 2022: RMB1,135.5 million) and other borrowings
amounted to approximately RMB48.4 million (31 December 2022: RMB54.2 million).
Approximately 60% of total amount of borrowings were at floating rates and the
remaining 40% were at fixed rates (31 December 2022: 73% floating; 27% fixed).
The Group's bank borrowings-to-equity ratio, expressed as a percentage of bank
borrowings over equity attributable to owners of the Company, was 28.9%.

The Group had sufficient cash as at 30 June 2023. The Directors are of the opinion
that the Group does not have any significant capital risk.

Inventories

As at 30 June 2023, inventories amounted to approximately RMB615.3 million
(31 December 2022: RMB606.7 million), representing an increase of 1.4%
(approximately RMB8.6 million). The inventory turnover period for the Period was
357 days (six months ended 30 June 2022: 277 days). The increase in the inventory
turnover period was mainly due to the decrease in cost was greater than the change
in inventory balance as the cost of goods sold decreased by approximately 33.1%
during the Period but the average inventory balance decreased by only 13.7%.
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Trade and other receivables

The Group's trade receivables and notes receivable include credit sales of its
products to be paid by its distributors. Other receivables of the Group mainly
consist of prepayments to suppliers and deposits. As at 30 June 2023, the Group’s
trade and other receivables were approximately RMB1,239.4 million (31 December
2022: RMB1,118.6 million), representing an increase of 10.8% or approximately
RMB120.8 million. Among which, trade receivables and notes receivable were
approximately RMB482.0 million (31 December 2022: RMB522.2 million),
representing a decrease of 7.7% or approximately RMB40.2 million, which was
mainly attributable to the corresponding decrease in trade receivables as a result of
decreased revenue during the Period.

Property, plant and equipment

The Group’s property, plant and equipment include buildings, production and
electronic equipment, vehicles and construction in progress. As at 30 June 2023,
the net book value of the property, plant and equipment was approximately
RMB2,230.4 million (31 December 2022: RMB2,301.0 million), representing a
decrease of 3.1% or approximately RMB70.6 million. For details, please refer to note
9 to the interim condensed consolidated financial information.

Intangible assets

The Group's intangible assets mainly comprise customer relationships, deferred
development costs, product development in progress and trademark and software.
The deferred development costs and product development in progress mainly
related to the acquisition of several drug R&D projects and self-development of
R&D projects. As at 30 June 2023, net intangible assets amounted to approximately
RMB699.1 million (31 December 2022: RMB626.5 million), representing an increase
of 11.6% or approximately RMB72.6 million. It was mainly due to the completion of
phase Ill clinical trials of the Group’s certain self-developed products and their entry
into the capitalisation stage, resulting in an increase in the original cost of intangible
assets.

Trade and other payables

The Group’s trade and other payables mainly comprise trade payables, notes
payable, deposit payables, accrued expenses and others. As at 30 June 2023,
trade and other payables amounted to approximately RMB1,694.2 million (31
December 2022: RMB1,926.9 million), representing a decrease of 12.1% or
approximately RMB232.7 million. Among them, trade and notes payable amounted
to approximately RMB186.5 million (31 December 2022: RMB205.8 million),
representing a decrease of 9.4% or approximately RMB19.3 million. It was mainly
due to the decrease in purchase volume as purchase costs declined due to lower
revenue during the period, which resulted in a corresponding decrease in trade
payables.
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MANAGEMENT DISCUSSION AND ANALYSIS

Contingent liabilities

As at 30 June 2023, the Group had no material contingent liabilities (31 December
2022: Nil).

Off-balance sheet commitments and arrangements

As at 30 June 2023, the Group had neither entered into any off-balance
sheet arrangements nor commitments to provide guarantees for any payment
obligations of any third party. The Group did not have any variable interests in any
unconsolidated entities which provide financing or liquidity funding, or generate
market risk or provide credit support, or engage in the provision of leasing or
hedging or R&D services to the Group.

Capital commitment

As at 30 June 2023, the Group's total capital commitment was approximately
RMB295.2 million. It was mainly set aside for purchase of property, plant and
equipment and intangible assets.

Credit risk

Credit risk arises from cash and cash equivalents, trade receivables, notes receivable,
wealth management products and other receivables.

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

In relation to trade receivables, the Group has no significant concentrations of credit
risk and has policies in place to ensure that certain cash advance has been received
upon the agreement of the related sales orders with customers. For those with credit
periods granted, the credit quality of the counterparties is assessed by taking into
account their financial position, credit history and other factors. It also undertakes
certain monitoring procedures to ensure that proper follow-up action is taken to
recover overdue debts. The Group regularly performs aging analysis, assesses credit
risks and estimates the recoverability regarding such receivables based on historical
data and cash collection history of groups of trade receivables bearing similar credit
risk.

Wealth management products are the bank financial products issued by certain
PRC reputable banking institutions. There was no recent history of default and the
executive directors of the board of the Company are of the opinion that the credit
risk related to the investments is low.
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In relation to other receivables, the credit quality of the debtors is assessed by taking
into account their financial position, relationship with the Group, credit history and
other factors. Management will also regularly review the recoverability of these other
receivables and follow up on the disputes or amounts overdue, if any. The executive
Directors are of the opinion that the default by counterparties is likely to be low.

No other financial assets bear a significant exposure to credit risk.

Foreign exchange risk

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

During the Period, the Group did not purchase any foreign exchange, interest rate
derivative products or relevant hedging tools.

Treasury policy

The Group finances its ordinary operations mainly with internally generated
resources. The principal objective of the Group's capital management is to maintain
its ability to operate on a continuous basis. The Group regularly reviews its capital
structure to ensure that the Group has sufficient financial resources to support its
business operations.

Capital expenditure

The Group’s capital expenditure mainly includes purchase of property, plant and
equipment, prepaid land lease payments and intangible assets. During the Period,
the Group’s capital expenditure amounted to approximately RMB153.2 million, of
which approximately RMB73.8 million and RMB79.4 million were spent on purchase
of property, plant and equipment and purchase of or self-development of intangible
assets, respectively.

Material investment, acquisition and disposal

During the Period, the Group did not have any material investment, acquisition or
disposal.

Future plans for material investments or capital assets

Save as disclosed in this interim report, the Group did not have other plans for
material investments and capital assets during the Period and up to the date of this
interim report.
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Pledge of assets

As at 30 June 2023, the Group had pledged certain assets to secure banking facilities
granted to subsidiaries. For details, please refer to note 13 to the interim condensed
consolidated financial information.

Human resources and remuneration of employees

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

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

As at 30 June 2023, the Group had 3,241 employees. During the Period, the Group's
total salary and related costs were approximately RMB320.5 million (six months
ended 30 June 2022: RMB378.2 million), including bonus and non-cash share-
based payments of approximately RMB20.8 million and RMB59.7 million (six months
ended 30 June 2022: RMB14.2 million and RMB50.8 million). Salary for employees
was determined based on their job nature, personal performance and the market
trends. The Group provides basic social insurance and housing accumulation fund for
company employees as required by the PRC law.
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DIRECTORS’ AND CHIEF EXECUTIVE’S INTERESTS
AND SHORT POSITIONS IN SHARES, UNDERLYING
SHARES AND DEBENTURES

As at 30 June 2023, the Directors and chief executive of the Company had the
following interests and short positions in the shares of the Company (“Shares”),
underlying Shares and debentures of the Company or any associated corporations
(within the meaning of Part XV of the Securities and Futures Ordinance (“SFO")) as
recorded in the register required to be kept by the Company under section 352 of
the SFO or as otherwise notified to the Company and the Stock Exchange pursuant
to the Model Code for Securities Transactions by Directors of Listed Issuers set out in
Appendix 10 to the Listing Rules (the “Model Code"):

EERRAOSEERONER Directors’ interests in Shares or underlying Shares
EEpE BENE 5% [EVEE 3 REBNE 2L
Approximate
Percentage of
Name of Director Nature of Interest/Capacity Total Number of Shares Shareholding
BEAR REEE 5,133,125,7048& (47 8) 55.02% (4 &)
Dr. Che Fengsheng 3,379,917,225/R (47 &) 5,023,666/% (4 &) 0.05% (##&)
Interest in controlled corporations 5,133,125,704 Shares (L) 55.02% (L)
3,379,917,225 Shares (L) 5,023,666 Shares (S) 0.05% (S)
—BITB AL (FiEET)

1,745,084,8138% (7 &)
A concert party to an agreement (Note 1)
1,745,084,813 Shares (L)

HwiEs (fit2)
8,123,666/ (47 8)
5,023,666/% (4 &)
Other interest (Note 2)
8,123,666 Shares (L)
5,023,666 Shares (S)
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Total Number of Shares

REBNE 2L
Approximate
Percentage of
Shareholding

S
Dr. Guo Weicheng

SRAMRER
Dr. Zhang Jionglong

BRI L+
Ms. Chen Yanling

BB
Ms. Miao Guili

BENR L
Mr. Tsang Wah Kwong

RE L
Dr. Zhu Xun

EnlEEA
11,350,000f% (47 &)
Beneficial owner
11,350,000 Shares (L)

T AEER
1,100,884,399f% (1F &)

Interest in a controlled corporation

1,100,884,399 Shares (L)

—HTB AT (FiE3)
4,020,891,305/ (15 &)

A concert party to an agreement (Note 3)

4,020,891,305 Shares (L)

T AEER
255,582,886f% (1F &)

Interest in a controlled corporation

255,582,886 Shares (L)

—HiTEA L (FHEE4)
4,877,542,8180% (112 )

A concert party to an agreement (Note 4)

4,877,542,818 Shares (L)

Ena APES)
4,000,0008% (47 &)
Beneficial owner (Note 5)
4,000,000 Shares (L)

EnB APES)
9,000,0008% (4 &)
Beneficial owner (Note 5)
9,000,000 Shares (L)

Ena A(ES)
3,000,0000% (47 &)
Beneficial owner (Note 5)
3,000,000 Shares (L)

Enia A(PES)
3,000,0000% (47 &)
Beneficial owner (Note 5)
3,000,000 Shares (L)

5,133,125,704% (15 &)
5,133,125,704 Shares (L)

5,133,125,7040% (47 8)
5,133,125,704 Shares (L)

4,000,0008% (47 &)
4,000,000 Shares (L)

9,000,000/% (47 &)
9,000,000 Shares (L)

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

3,000,0008% (47 &)
3,000,000 Shares (L)

55.02% (47 8)
55.02% (L)

55.02% (47 8)
55.02% (L)

0.04% (F &)
0.04% (L)

0.10% (F &)
0.10% (L)

0.03%(F &)
0.03% (L)

0.03%(F &)
0.03% (L)
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B 3E - Notes:

(1) BEFEFLREEEMET7R3181E - EIEF (1) Under sections 317 and 318 of the SFO, Dr. Che Fengsheng is deemed to be interested
EEWR RN D BB IBAE & - Successmax in the 11,350,000 Shares, 1,100,884,399 Shares, 377,267,528 Shares and 255,582,886
Global Holdings Limited * Victory Faith International Shares held by Dr. Guo Weicheng, Successmax Global Holdings Limited, Victory Faith
Limited %% Mingyao Capital Limited # & # International Limited and Mingyao Capital Limited, respectively.
11,350,000 f% -+ 1,100,884,399 i% + 377,267,528
fi& }2 255,582,886 % A% 10 F A A 2 ©

(2) /A R B 8 & A Sihuan Management (PTC) (2) Since Dr. Che Fengsheng is one of the settlors of the trust for which Sihuan Management
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Limited B AMEENMERTAZ— ]
W48 A7 Sihuan Management (PTC) Limited$
98,123,666/ A5 (47 & ) }5,023,666%
Bt GAAR ) PG HE -

RIBEFRBAEEOIE317 23181 - BAER
BAEBRR RN DB BESFAEE - Network
Victory Limited ~ Proper Process International
Limited - Victory Faith International Limited &2
Mingyao Capital Limited% 7 #98,123,6664% -
497,448,000% - 2,882,469,225% - 377,267,528
82 255,582,886 i A HE 2 ©

RIEBEEF LB ERIE317K%3181% - RMHE
BERRARDHBESTELE  BERE

A~ Network Victory Limited - Proper Process
International Limited - Victory Faith International
Limited K& Successmax Global Holdings Limited#¥
5 #98,123,666 8% + 11,350,000 % * 497,448,000
f% -~ 2,882,469,225/% ~ 377,267,528 Ik &
1,100,884,399 K ik 1) R HE B #E = o

RZZE-_ZTFNA=Z+ B RER=ZF—+t
FHAZTHBERANEA R BERETE -
BRI I 22 1 4% B AR 42 B B 4,000,000 AR AR
7 BB T EEERAEREE3,000,0008%
AR ¢ & S A MR BE IR M B8 B 3,000,000
AR AR 17 B SR A0 18 8 5 B IR 4 B8 B 3,000,000
B  R=ZT=—FHA—B  BER=-Z
—tF T AT BEME AR A BRAE
B BRELZ T EFERERE6000,0008
f&fn ©

FRILRRESERZERONTE mFH
[SIARKREZRZERMIKA

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

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

Under sections 317 and 318 of the SFO, Dr. Zhang Jionglong is deemed to be interested
in 8,123,666 Shares, 11,350,000 Shares, 497,448,000 Shares, 2,882,469,225 Shares,
377,267,528 Shares and 1,100,884,399 Shares held by Dr. Che Fengsheng, Dr. Guo
Weicheng, Network Victory Limited, Proper Process International Limited, Victory Faith
International Limited and Successmax Global Holdings Limited, respectively.

On 26 August 2020, Ms. Chen Yanling was granted to purchase 4,000,000 Shares;
Ms. Miao Guili was granted to purchase 3,000,000 Shares; Mr. Tsang Wah Kwong
was granted to purchase 3,000,000 Shares and Dr. Zhu Xun was granted to purchase
3,000,000 Shares pursuant to the Company’s Share Option Scheme adopted on 24
October 2017. On 1 September 2021, Ms. Miao Guili was granted to purchase 6,000,000
Shares pursuant to the Company’s Share Option Scheme adopted on 24 October 2017.

The letter “L"” denotes the Director’s long position in such Shares and the letter “S”
denotes the Director’s short position in such Shares.
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BEME 55

Nature of Interest/Capacity

H &
OTHER INFORMATION

Save as disclosed above, none of the Directors, chief executive and their associates
had any interests or short positions in the Shares or underlying Shares or debentures
of the Company or any of its associated corporations, within the meaning of Part
XV of the SFO, which were required to be notified to the Company and the Stock
Exchange pursuant to Divisions 7 and 8 of Part XV of the SFO (including interests and
short positions which he/she/it was deemed or taken to have under such provisions
of the SFO) or which were recorded in the register required to be kept by the
Company under Section 352 of the SFO, or as otherwise which were required to be
notified to the Company and the Stock Exchange pursuant to the Model Code as at
30 June 2023.

DIRECTORS’ RIGHT TO ACQUIRE SHARES OR
DEBENTURES

During the Period, the Company did not grant any rights to any Directors, chief
executive or their respective spouse or children under the age of 18 to acquire
beneficial interests by means of the acquisition of Shares in, or debentures of, the
Company, and none of the above persons have exercised the said rights during the
Period. The Company, its holding company or any of its subsidiaries were not a party
to any arrangements to enable the Directors to acquire such rights in any other body
corporate.

SUBSTANTIAL SHAREHOLDERS’ INTERESTS AND
SHORT POSITIONS IN SHARES, UNDERLYING
SHARES AND DEBENTURES

As at 30 June 2023, the following shareholders of the Company (the
“Shareholders”), other than the Directors or chief executive of the Company,
which were recorded in the register required to be kept by the Company under
Section 336 of the SFO, had interests of 5% or more (including short positions) in
the issued share capital, underlying Shares or debentures of the Company:

BREBNB AL
Approximate

R 47 48 21

Percentage of

Total Number of Shares Shareholding

hEELE
Mr. Meng Xianhui

RN
377,267,5280% (17 2)

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

5,133,125,7040% (47 2")
5,133,125,704 Shares (L)

Interest in a controlled corporation
377,267,528 Shares (L)

—RITBA L (M)
4,755,858,176 R ({1 &)

A concert party to an agreement (Note 1)
4,755,858,176 Shares (L)
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Nature of Interest/Capacity

R4 4 2

Total Number of Shares

REBNE DL
Approximate
Percentage of
Shareholding

Proper Process International Limited

Network Victory Limited

Successmax Global Holdings Limited

Victory Faith International Limited

58 ME

EmEBA
2,882,469,225MR (114)
Beneficial owner
2,882,469,225 Shares (L)

— BT AL (MEE2)
2,250,656,479/& ({1 &)

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

ERERA
497,448,000/ (47 &)
Beneficial owner
497,448,000 Shares (L)

— BT AL (MEE3)
4,635,677,704/R ({78 )

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

BERERA
,100,884,399% (47 8)

Beneficial owner

1,100,884,399 Shares (L)

— BT AL (M5E4)
4,032,241,3050% (47 &)

A concert party to an agreement (Note 4)
4,032,241,305 Shares (L)

EmEBA
377,267,528 (47 &)
Beneficial owner
377,267,528 Shares (L)

—BITE AL (FFEES)
4,755,858,176 2 (1 &)

A concert party to an agreement (Note 5)
4,755,858,176 Shares (L)
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5,133,125,7040% (47 8)
5,133,125,704 Shares (L)

5,133,125,7040% (47 8)
5,133,125,704 Shares (L)

5,133,125,7040% (47 8)
5,133,125,704 Shares (L)

5,133,125,7040% (47 8)
5,133,125,704 Shares (L)

55.02% (47 &)
55.02% (L)

55.02% (4 &)
55.02% (L)

55.02% (41 &)
55.02% (L)

55.02% (4 &)
55.02% (L)
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RAD B BREBNEAL
Approximate
Percentage of

Total Number of Shares Shareholding

Mingyao Capital Limited

Ft5E -

ESBEAA

255,582,886/% (4 &)

Beneficial owner

255,582,886 Shares (L)

— T AL (H5E6)
4,877,542,818/R ({7 &)
A concert party to an agreement (Note 6)

4,877,542,818 Shares (L)

RIBEFHRBEGOIEINTRIBERE » &
BELEREANBRAEE - SPHENE
Proper Process International Limited - Network
Victory Limited - Successmax Global Holdings
Limited & Mingyao Capital Limited % Bl # &
8,123,666 A% + 11,350,000 f% - 2,882,469,225
& - 497,448,000 A% - 1,100,884,399 i K
255,582,886[% A% 7 25

RIFEF R BEIEHIZE317 R318IKHEE -
Proper Process International Limited # 13 & 7
ST EE A - FBHEEE A - Network Victory
Limited * Successmax Global Holdings Limited -
Victory Faith International Limited % Mingyao
Capital Limited % B #f A& 8,123,666 A%
11,350,000/% * 497,448,0004% * 1,100,884,399
% + 377,267,528 % % 255,582,886 A% A% 1 1 #
Bl -

Bl

BREBEREFRBEED E317 R38HR
E  Network Victory Limited # %8 & ® &=
BHEE - BB E

International Limited Successmax Global

* Proper Process

Holdings Limited - Victory Faith International
Limited & Mingyao Capital Limited % 5l # &
8,123,666 % * 11,350,000 % - 2,882,469,225
f& -~ 1,100,884,399 fix - 377,267,528 Ix K&
255,582,886/ % 1 A #E A

BREBEHFRBEGHE317RI18HKERTE -
Successmax Global Holdings Limited % %8
RREBEIFAEE - LA E £ - Network
Victory Limited  Proper Process International
Limited -+ Victory Faith International Limited
% Mingyao Capital Limited 2 3 # &
8,123,666 ix ~ 11,350,000 A% - 497,448,000
f% - 2,882,469,225 % - 377,267,528 % K&
255,582,886 MDA ©

Notes:

(1

55.02% (47 8)
55.02% (L)

5,133,125,704% (15 &)
5,133,125,704 Shares (L)

Under sections 317 and 318 of the SFO, Mr. Meng Xianhui is deemed to be interested
in 8,123,666 Shares, 11,350,000 Shares, 2,882,469,225 Shares, 497,448,000 Shares,
1,100,884,399 Shares and 255,582,886 Shares held by Dr. Che Fengsheng, Dr. Guo
Weicheng, Proper Process International Limited, Network Victory Limited, Successmax
Global Holdings Limited and Mingyao Capital Limited, respectively.

Under sections 317 and 318 of the SFO, Proper Process International Limited is deemed
to be interested in 8,123,666 Shares, 11,350,000 Shares, 497,448,000 Shares,
1,100,884,399 Shares, 377,267,528 Shares and 255,582,886 Shares held by Dr. Che
Fengsheng, Dr. Guo Weicheng, Network Victory Limited, Successmax Global Holdings
Limited, Victory Faith International Limited and Mingyao Capital Limited, respectively.

Under sections 317 and 318 of the SFO, Network Victory Limited is deemed to
be interested in 8,123,666 Shares, 11,350,000 Shares, 2,882,469,225 Shares,
1,100,884,399 Shares, 377,267,528 Shares and 255,582,886 Shares held by Dr. Che
Fengsheng, Dr. Guo Weicheng, Proper Process International Limited, Successmax Global
Holdings Limited, Victory Faith International Limited and Mingyao Capital Limited,
respectively.

Under sections 317 and 318 of the SFO, Successmax Global Holdings Limited is
deemed to be interested in 8,123,666 Shares, 11,350,000 Shares, 497,448,000 Shares,
2,882,469,225 Shares, 377,267,528 Shares and 255,582,886 Shares held by Dr. Che
Fengsheng, Dr. Guo Weicheng, Network Victory Limited, Proper Process International
Limited, Victory Faith International Limited and Mingyao Capital Limited, respectively.
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(5) WREBHFRBAEROAEINTRBKERTE -
Victory Faith International Limited # & &
RESHBE  BHREE
Victory Limited - Proper Process International
Limited Successmax Global Holdings
Limited & Mingyao Capital Limited % Bl # &
8,123,666 A% - 11,350,000 A& - 497,448,000
i ~ 2,882,469,225 i + 1,100,884,399 A% K
255,582,886 A% A% {7t #fEH s -

 Network

(6) MWEEFRBEHEOHEINT7RIBHERT
Mingyao Capital Limited %% 18 & A &% 7+ B
4 - SRHES B 4 - Network Victory Limited
Proper Process International Limited
Successmax Global Holdings Limited &
Victory Faith International Limited 7 Bl #% &
8,123,666 I8 - 11,350,000 A% - 497,448,000
f% -~ 2,882,469,225 % ~ 1,100,884,399 % K&
377,267,528 M A o

7 FERILUARBERRZEBRONFE  mFH
[SIAIRKRBRNZERD AR -

BREXPIBEEN R_ZE_=FXA=1
B AREERES B GHIFE33616AFE

B SEEMEGALTRARAR
BB RESTEEREESRBE K
Bl 336FE < EEIKA

BRESE

BRER-Z—+F+ A= +HA([BRES
RABH ) BTNRRESRIAS EHE MR
Bt ([BRETE ) B RE &R
WE MR T0FRBR -

BRESTENE W
BREFEHEESBDEERALT(FRTX()
BOOR BREAREBERZRATR © (i) 2B
SRAEFEHOER  R(i)VRARBEHREE
MEBEER/SHBERBNREERNRAE
BRIR - EEMAGHRNAGEBRAL - A
B NE RS M55 ERE -

o
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(5) Under sections 317 and 318 of the SFO, Victory Faith International Limited is deemed
to be interested in 8,123,666 Shares, 11,350,000 Shares, 497,448,000 Shares,
2,882,469,225 Shares, 1,100,884,399 Shares and 255,582,886 Shares held by Dr. Che
Fengsheng, Dr. Guo Weicheng, Network Victory Limited, Proper Process International
Limited, Successmax Global Holdings Limited and Mingyao Capital Limited, respectively.

(6) Under sections 317 and 318 of the SFO, Mingyao Capital Limited is deemed to be
interested in 8,123,666 Shares, 11,350,000 Shares, 497,448,000 Shares, 2,882,469,225
Shares, 1,100,884,399 Shares and 377,267,528 Shares held by Dr. Che Fengsheng,
Dr. Guo Weicheng, Network Victory Limited, Proper Process International Limited,
Successmax Global Holdings Limited and Victory Faith International Limited, respectively.

(7) The letter “L" denotes the Shareholder’s long position in such Shares and the letter “S”
denotes the Shareholder’s short position in such Shares.

Save as disclosed above, according to the records in the register required to be kept
by the Company under section 336 of the SFO, no other parties had an interest or
a short position in the Shares or underlying Shares or debentures of the Company
recorded under section 336 of the SFO as at 30 June 2023.

SHARE OPTION SCHEME

The Share Option Scheme was approved and adopted by the Shareholders at the
special general meeting (“Share Option Scheme”) held on 24 October 2017
(“Share Option Scheme Adoption Date”), which will be valid for ten (10) years
from the Share Option Scheme Adoption Date.

Purpose of the Share Option Scheme

The purpose of the Share Option Scheme is to motivate Eligible Persons (as set out
in paragraph (a) below) (i) to optimise their future contributions to the Group; (ii)
to reward them for their past contributions; and (iii) to attract, retain or otherwise
maintain on-going relationships with Eligible Persons who are significant to and/
or whose contributions are or will be beneficial to the performance, growth and
success of the Group.
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Eligible persons

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

Determination of eligibility

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

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

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

(iv)  An Eligible Person or a Grantee shall provide the Board such information
and supporting evidence as the Board may in its absolute discretion
request from time to time (including before the offer of a grant of
option, at the time of acceptance of a grant of option and at the time of
exercise of an option) for the purpose of assessing and/or determining
his eligibility or continuing eligibility as an Eligible Person and/or a
Grantee or that of his close associates or for purposes in connection
with the terms of an option (and the exercise thereof) or the Share
Option Scheme and the administration thereof.
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The maximum number of Shares to be issued upon exercise of all options
which may be granted under the Share Option Scheme (and under any other
post-IPO share option scheme of the Company) shall not in aggregate exceed
10% of the Shares in issue as at the Share Option Scheme Adoption Date
("Scheme Mandate Limit"), provided that the Company may at any time
as the Board may think fit seek approval from the Shareholders to refresh
the Scheme Mandate Limit, except that the maximum number of Shares
to be issued upon exercise of all options which may be granted under the
Share Option Scheme (and under any other post-IPO share option scheme of
the Company) shall not exceed 10% of the Shares in issue as at the date of
approval by the Shareholders in general meeting where such limit is refreshed.

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

The total number of Shares that may fall to be allotted and issued under the
Share Option Scheme after the resolution regarding the adoption of the Share
Option Scheme was passed at the special general meeting on 24 October
2017 would be 947,108,220 Shares, representing approximately 10% of the
total number of Shares in issue as at the Share Option Scheme Adoption Date.
At the beginning and the end of the Period, the total number of securities
available for issue under the Share Option Scheme is 83,876,000 Shares and
81,876,000 Shares, respectively, representing approximately 0.90% and
0.88% of the issued Shares, respectively. As at the date of this Interim Report,
the total number of securities available for issue under the Share Option
Scheme is 81,876,000 Shares and the percentage of the issued Shares that it
represents is approximately 0.88%. During the Period, no option or award was
granted under any scheme of the Company. Therefore, the number of shares
that may be issued in respect of options and awards granted under all schemes
of the Company during the Period divided by the weighted average number of
Shares in issue for the Period is not applicable to the Company.

The maximum number of Shares issued and to be issued upon exercise of
the options granted to any one Eligible Person (including exercised and
outstanding options) in any 12-month period shall not exceed 1% of the
Shares in issue from time to time. Where any further grant of options to
such an Eligible Person would result in the Shares issued and to be issued
upon exercise of all options granted and which may be granted to such
Eligible Person (including exercised, cancelled and outstanding options) in the
12-month period up to and including the date of such further grant would
exceed 1% of the Shares in issue at such time, such further grant shall be
separately approved by the Shareholders in general meeting with such Eligible
Person and his associates or close associates (as the case may be) abstaining
from voting.
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Grant of options

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

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

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

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

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

(i) the nominal value of a Share;

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

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

The subscription price shall also be subject to adjustment in accordance with
reorganization of capital restructure.
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BEBREFZETITEREER T -_=ZF XA The summary of the options granted under the Share Option Scheme that were still
=THRRTENBERERENT : outstanding as at 30 June 2023 are as follows:
T8 R=B=z% Hn i il B  R-B-ZE
REARESEN  RHER (Br) T8 -B-H iR Bk Bt BX%  AA=tA
Exercise As at Granted Exercised Cancelled Lapsed As at
Name or Category Price 1 January during during during during 30 June
of Grantees Date of Grant (HKS) Exercise Period (Note 2) 2023 the Period the Period the Period the Period 2023
(a) €2
(a) Directors
(353 o “E2-ZEN\AZTAA 0972 ZEZEN\A-TARE 4,000,000 - - - - 4,000,000
ZZ=Z£\A=14A
Ms. Chen Yanling 26 August 2020 26 August 2020 to
25 August 2030
ZRELT ZR2RENAZTAA 0972 ZZZFENA=1/AZE 3,000,000 - - - - 3,000,000
“BR=TE/\AZT1A
Ms. Miao Guili 26 August 2020 26 August 2020 to
25 August 2030
ZTZ-EnA-H 220 —B--FHA-RE 6,000,000 - - - - 6,000,000
“2=-%/\A=t-H
1 September 2021 1 September 2021 to
31 August 2031
BEREE “ECRENACTAA 0972 ZE-ZE\At/HE 3,000,000 - - - - 3,000,000
Z2=TF/\A=t1A
Mr. Tsang Wah Kwong 26 August 2020 26 August 2020 to
25 August 2030
KB ZERENAZTA 0972 ZTZTFNA-TAAZ 3,000,000 - - - - 3,000,000
Dr. Zhu Xun 26 August 2020 26 August 2020 to
25 August 2030
FEEEL ZETENAZTA 0972 —BZFEN\A=1/AZ 2,000,000 - - - 2,000,000 -
(R=F==% —3F)\A=t+4A
MA—REf)
Mr. Patrick Sun 26 August 2020 26 August 2020 to
(resigned on 25 August 2030
1 April 2023)
(b) EE ZERENAZTRA 0972 —BZFFN\A-T/AZE 61,376,000 - - - - 61,376,000
“Z=TF/\A=TAA
(b) Employees 26 August 2020 26 August 2020 to
25 August 2030
“Z--EnA-H 2220 —BZ-$NA-RZE 1,500,000 - - - - 1,500,000
“Z=-%\A=t-H
1 September 2021 1 September 2021 to
31 August 2031
a3t 83,876,000 - - - 2,000,000 81,876,000
Total:
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Notes:

(1) The closing prices per Share immediately before 26 August 2020 and 1 September
2021 (the dates on which the options were granted) were HK$1.050 and HK$2.310
respectively.

(2) Options granted under the Share Option Scheme would be subject to certain vesting
conditions (if any) and vested in tranches of 33.33% (one-third) each on each anniversary
date following the date of grant for three years. Subject to the satisfaction of certain
performance appraisal conditions and certain performance targets (if any), options could
be exercised in three-year installments and until the expiry of options.

2022 SHARE AWARD SCHEME

The 2022 Share Award Scheme (the “2022 Share Award Scheme”) was adopted
by the Board at a Board meeting held on 25 October 2022 (the “2022 Share Award
Scheme Adoption Date"”), which will be valid for ten (10) years from the 2022
Share Award Scheme Adoption Date.

Purpose of the 2022 Share Award Scheme

The 2022 Share Award Scheme is a share incentive scheme and is established to
recognize and acknowledge the contributions which the grantees have made or may
make to the Group. The 2022 Share Award Scheme will provide the grantees with
the opportunity to own a personal stake in the Company with a view to achieving
the following objectives: (i) motivating the grantees; and/or (ii) attracting and
retaining or otherwise maintaining on-going relationship with the grantees whose
contributions are, will be or are likely to be beneficial to the long-term growth of the
Group.

Eligible Participants

Eligible participants who may participate in the 2022 Share Award Scheme include
Directors or candidate Directors (including independent non-executive Directors),
senior and mid-level management, professional technicians, personnel to be
introduced by the Group and other eligible participants.

Scheme Limit

In any event, the aggregate number of Shares under the 2022 Share Award Scheme
available to be granted to the grantees during the valid period shall not exceed
3% of the issued share capital of the Company, being around 250 million Shares
(as changed from time to time) throughout the valid period; and the number of
Shares which may be awarded to an individual grantee under the 2022 Share Award
Scheme shall not exceed 1% of the issued share capital of the Company (as changed
from time to time) in any 12-month period. Any Shares covered by an award (or
portion of an award) which is forfeited, not vested, canceled or expires (whether
voluntarily or involuntarily) shall remain with the trustee and become available for
granting new awards under the 2022 Share Award Scheme.
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Source of the Shares

The Company, during the valid period of the 2022 Share Award Scheme, will at all
times reserve or instruct in writing the trustee to purchase existing Shares on Stock
Exchange to keep available such number of Shares as shall be sufficient to satisfy the
requirements of the 2022 Share Award Scheme. The Company will not issue new
Shares to satisfy the awards under the 2022 Share Award Scheme.

Grant of Awards

The Board shall periodically approve each grant plan which shall include (1) the
range or the maximum number of the Shares to be granted; (2) the scope of the
proposed grantees; (3) the price range or the minimum price of the purchase price;
and (4) the duration of the grant plan for each batch of the proposed grant under
the 2022 Share Award Scheme from time to time during the valid period (the “Grant
Plan”) and such Grant Plan shall be proposed by the administrator.

With prior approval of the Board, the administrator may choose any eligible
participant as the grantee from time to time, such eligible participants shall be
granted awards within the valid period if relevant terms and conditions are met.
When determining the grantees, the administrator shall consider, among other
things, the grantees’ current and expected contributions to the Company, the
financial situation of the Company, and the objectives and future development of
the whole business of the Group.

Any grant of an award to any Director, chief executive or substantial Shareholder of
any member of the Group, or any of their associates (as defined in the Listing Rules),
shall be subject to the prior approval of the independent non-executive Directors and
shall otherwise be subject to compliance with the requirements of the Listing Rules,
unless exempted from reporting, announcement and independent Shareholders’
approval requirements pursuant to Rule 14A.95 of the Listing Rules if the award
forms part of the relevant Director’s remuneration under his/her service contract.

Conditions and Vesting of Awards

The term of each award shall be the term stated in the award agreement. During
the valid period, the administrator may, subject to all applicable laws, determine the
provisions, terms, vesting standards and conditions of each award including, but not
limited to, the vesting schedule, the number of Shares upon vesting of the award,
and satisfaction of any target setting. Each award shall be subject to the terms of
an award agreement approved by the administrator and the administrator shall have
the right to adjust the vesting schedule of the awards granted to the grantees and
waive any vesting conditions subject to applicable laws.

The vesting of the awards granted under the 2022 Share Award Scheme is subject
to the continuous service, the fulfillment of the vesting conditions of the relevant
grantees and any other applicable conditions stated in the award agreement. The
awards shall be vested in phases, which shall be determined by the administrator and
stated in the award agreement.

The unvested awards in each vesting period shall lapse automatically and be

forfeited for no consideration upon cancellation, except as otherwise determined by
the administrator in its sole discretion.
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Shares granted upon settlement of an award (or any portion thereof) shall be
transferred to the grantees in the name of the Trust.

Unless otherwise agreed by the administrator, the specific vesting arrangements are
as follows: the awards, subject to the Two Target Adjustments (as defined below)
and further reductions and restrictions as stipulated in the rule of the 2022 Share
Award Scheme and the award agreement, shall vest in six (6) years from the grant
date (the grantee is available to vest and settle the Shares by the trustee subject to
the satisfaction of the terms and conditions on each anniversary date from the grant
date or any date determined by the administrator, a “Vesting Date"”; each of the
three one-year period, a “Vesting Period”), provided that the grantee (1) remains
an employee in the respective Vesting Period ending on the corresponding Vesting
Date, (2) has not provided notice of his or her intention to resign or be subject to
any termination process on or before such date, and (3) otherwise complies with this
2022 Share Award Scheme and the award agreement. In accordance with this term,
the following vesting schedule applies to each award granted hereunder: the first
33.33% (one-third) of the awards shall vest on the first Vesting Date; and the second
33.33% (one-third) of the awards shall vest on the second Vesting Date, and the last
33.33% (one-third) of the awards shall vest on the third Vesting Date.

The amount of the awards vested may be further reduced by a certain percentage
as specified in the award agreement if the following targets are not met: (1) the
performance target of the Company, or (2) the performance target of the grantee
(collectively, the “Two Targets”; such reduction, the “Two Target Adjustment”).
The Two Targets shall be further elaborated in the award agreement.

Subject to the fulfillment of all the vesting conditions of the vesting of the awards,
the administrator may determine at its sole discretion to either: direct and procure
the trustee to transfer the number of Shares underlying the vested awards to the
grantee or its wholly owned entity or in the event of the grantee’s death, to the legal
personal representative(s) of the grantee; or direct and procure the trustee to sell
the number of Shares underlying the vested awards, by on-market transactions and
pay the grantee the actual selling price in cash arising from such sale after the full
payment of the purchase price and tax within a reasonable time period.

Award Purchase Price

Subject to any applicable laws, the purchase price or the consideration for the
purchase of an award (if any), and the method of payment, shall be determined by
the administrator with the previous approvals of the Board.

During the Period, the trustee purchased a total number of 48,433,000 Shares on
the market for the purpose of the 2022 Share Award Scheme.

Since the 2022 Share Award Scheme Adoption Date, no awards had been granted,
exercised, cancelled or lapsed under the 2022 Share Award Scheme and there are no
outstanding awards.
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ISSUE OF EQUITY SECURITIES

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

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

Neither the Company nor any of its subsidiaries purchased, sold or redeemed any of
the Company’s listed securities during the six months ended 30 June 2023.

DIVIDEND

The Board does not recommend the payment of an interim dividend for the Period
(six months ended 30 June 2022: interim cash dividend of RMBO.1 cent per share
and special cash dividend of RMB3.2 cents per share).

CORPORATE GOVERNANCE CODE

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

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

DIRECTORS’ SECURITIES TRANSACTIONS

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

INDEPENDENT NON-EXECUTIVE DIRECTORS

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

AUDIT COMMITTEE

As at the date of this Interim Report, the Audit Committee consists of three
independent non-executive Directors (Mr. Tsang Wah Kwong, Dr. Zhu Xun and
Mr. Wang Guan), and is chaired by Mr. Tsang Wah Kwong who has a professional
qualification in accountancy. The chairman of the Audit Committee has the
appropriate professional qualification and experience in financial matters. The Audit
Committee has reviewed the Group’s interim unaudited condensed consolidated
financial information for the Period.
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Ernst & Young Lok EEHETE SRR Tel E&E: +852 2846 9888
27/F, One Taikoo Place  FEMISAREEIT5E  Fax{BH: +852 2868 4432
979 King’s Road Kt —EE2748 ey.com

Quarry Bay, Hong Kong

To the board of directors of
Sihuan Pharmaceutical Holdings Group Ltd.
(Incorporated in Bermuda with limited liability)

Introduction

We have reviewed the interim financial information set out on pages 72 to 120,
which comprises the condensed consolidated statement of financial position of
Sihuan Pharmaceutical Holdings Group Ltd. (the “Company”) and its subsidiaries
(the “Group”) as at 30 June 2023 and the related condensed consolidated
statements of profit or loss and other comprehensive income, changes in equity
and cash flows for the six-month period then ended, and explanatory notes. The
Rules Governing the Listing of Securities on The Stock Exchange of Hong Kong
Limited require the preparation of a report on interim financial information to be
in compliance with the relevant provisions thereof and International Accounting
Standard 34 Interim Financial Reporting (“IAS 34") issued by the International
Accounting Standards Board. The directors of the Company are responsible for the
preparation and presentation of this interim financial information in accordance
with IAS 34. Our responsibility is to express a conclusion on this interim financial
information based on our review. Our report is made solely to you, as a body, in
accordance with our agreed terms of engagement, and for no other purpose. We
do not assume responsibility towards or accept liability to any other person for the
contents of this report.

Scope of review

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

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

Ernst & Young

Certified Public Accountants
Hong Kong

29 August 2023
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FOR THE SIX MONTHS ENDED 30 JUNE 2023

BEAA=TRHIAEAR

Six months ended 30 June

—Eg=-=
2023
AR® TR
RMB’000
B = (REEZ)
Notes (Unaudited)

—E-—4F
2022
ARETF T
RMB'000
(REEZ)
(Unaudited)

Wz Revenue 4 1,055,705 1,464,197
SHE R A Cost of sales (307,972) (460,508)
EF GROSS PROFIT 747,733 1,003,689
H AU A Other income 4 93,857 81,690
Efblas—#58 Other gains - net 4 35,131 234,258
ME - BEIRERERIE Impairment losses on property, plant and equipment - (98,097)
D EEE Distribution expenses (212,487) (229,642)
THFEX Administrative expenses (212,168) (320,311)
& FAERY Research and development expenses (294,036) (457,267)
HihFAx Other expenses (11,870) (11,145)
R OPERATING PROFIT 146,160 203,175
BEFSBS2 Finance expenses 5 (133,542) (99,400)
DMEERERETER Share of profits and losses of investments accounted

"E & RIEE for using the equity method (45,672) (47,733)
RAL AT (B51E) EF (LOSS)/PROFIT BEFORE TAX 6 (33,054) 56,042
Frig®i sz Income tax expense 7 (85,886) (151,943)
HREE LOSS FOR THE PERIOD (118,940) (95,901)
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INTERIM CONDENSED CONSOLIDATED STATEMENT OF PROFIT
OR LOSS AND OTHER COMPREHENSIVE INCOME

HE-_ZT-_=FA=1+AH1t~EA
FOR THE SIX MONTHS ENDED 30 JUNE 2023

BZEAA=1tRHLAEA
Six months ended 30 June

—E-=F -4
2023 2022
ARETT ARET T
RMB’000 RMB'000
Bt 5 (REER) (CREEEZ)
Note (Unaudited) (Unaudited)
AT RE(, - Attributable to:
RAREE A Owners of the Company (49,644) 40,376
SEPE AR R Non-controlling interests (69,296) (136,277)
(118,940) (95,901)
HREE LOSS FOR THE PERIOD (118,940) (95,901)
HMAHEMEEEE OTHER COMPREHENSIVE LOSS
MBRBIE FOR THE PERIOD, NET OF TAX - -
HRE2EEERER TOTAL COMPREHENSIVE LOSS FOR THE PERIOD (118,940) (95,901)
AT RELS - Attributable to:
ZiN/NEIE7Z =N Owners of the Company (49,644) 40,376
IR Non-controlling interests (69,296) (136,277)
HMRZEEEEE TOTAL COMPREHENSIVE LOSS FOR THE PERIOD (118,940) (95,901)
EAAREEAELER (LOSS)/EARNINGS PER SHARE ATTRIBUTABLE 8
(E518), B TO OWNERS OF THE COMPANY
BN (ER), a8z 8’k Basic (loss)/earnings per share for (loss)/profit
EAR(EE),/ &R for the period (0.53% cents) 0.43%3 cents
HA(EER),wh 2 8% Diluted (loss)/earnings per share for (loss)/profit
5 (518) /&7 for the period (0.53% cents) 0.43% cents
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INTERIM CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION
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i
As at

—=E-= —E-—4F
ANA=+H +=—A=+—H
30 June 31 December
2023 2022
AR TR ARETF T
RMB’000 RMB'000
B = (REHEX) (&%)
Notes (Unaudited) (Audited)

FRBEE NON-CURRENT ASSETS
ME - BB RRE Property, plant and equipment 9 2,230,429 2,300,959
EREEE Right-of-use assets 684,038 697,367
BEME Investment properties 231,517 221,059
EES Goodwill 1,853 1,853
ELEE Intangible assets 699,067 626,462
FREDSETENRE Investments accounted for using the equity method 644,412 682,174
EEFIEEE Deferred tax assets 45,865 96,774
AT EFABZNEREE Financial assets at fair value through profit or loss 10 225,164 225,164
Hi3EmBEE Other non-current assets 493,844 594,359
B FER Pledged deposits 140,000 143,994
EMENEELTE Total non-current assets 5,396,189 5,590,165

REBEE CURRENT ASSETS

TE Inventories 615,295 606,700
B 5 N HMERERER Trade and other receivables 11 1,239,356 1,118,628
AT EFABZNEREE Financial assets at fair value through profit or loss 10 775,957 962,988
RE KB EEY Cash and cash equivalents 3,734,032 3,828,863
BHEMAER Pledged deposits 14,000 33,207
MENE EEEE Total current assets 6,378,640 6,550,386
HmEE TOTAL ASSETS 11,774,829 12,140,551
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REARGRRAR & ISR

INTERIM CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION

R-T==FxXA=+H
AS AT 30 JUNE 2023

i
As at
—E-= —E__—F
ANA=tH +=B=t+—H
30 June 31 December
2023 2022
AR® TR AREFTT
RMB’000 RMB'000
=3 (REEXR) (&%)
Notes (Unaudited) (Audited)
EE EQUITY
ANTEBAELESR Equity attributable to owners of the Company
[N Share capital 12 77,058 77,058
EFRD Treasury shares (33,811) =
R& A7 B Share premium 12 3,882,304 3,882,304
HAih & Other reserves (475,821) (528,850)
REB&EF Retained earnings 956,176 1,306,486
4,405,906 4,736,998
FEFERR AR Non-controlling interests 845,268 902,828
R Total equity 5,251,174 5,639,826
FRBEE NON-CURRENT LIABILITIES
BEFIEAE Deferred tax liabilities 98,527 99,040
STERITER Interest-bearing bank borrowings 13 1,038,510 808,383
HEAE Lease liabilities 36,643 45,856
ARAaE Contract liabilities 4,244 5,660
HEtIERBaE Other non-current liabilities 3,102,825 3,008,786
EREBAERRE Total non-current liabilities 4,280,749 3,967,725
REEE CURRENT LIABILITIES
B NEHMEMER Trade and other payables 14 1,694,227 1,926,944
T EERITIE R Interest-bearing bank borrowings 13 234,920 327,075
aRBE Contract liabilities 126,717 164,010
FERTFTISHR Income tax payable 137,554 67,862
HEBE Lease liabilities 18,844 13,184
B nEas Other current liabilities 30,644 33,925
REEERE Total current liabilities 2,242,906 2,533,000
FR=R TOTAL LIABILITIES 6,523,655 6,500,725
ERRAGHEE TOTAL EQUITY AND LIABILITIES 11,774,829 12,140,551

F80E120E WK A B BAARA M B ER

HAERER D o

The notes on pages 80 to 120 are an integral part of the interim condensed
consolidated financial information.

HEH
Che Fengsheng
FF

Director

SRHEH,
Guo Weicheng

BF

Director
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GORSBBE

INTERIM CONDENSED CONSOLIDATED STATEMENT OF
CHANGES IN EQUITY

BE-Z =X A=t+HLEX HEA
FOR THE SIX MONTHS ENDED 30 JUNE 2023

KAREEAER
Attributable to owners of the Company
kx  EfRH ROEEE EtRE  REERA axt FERES agn
Non-
Share  Treasury Share Other  Retained controlling Tota
capital shares  premium  reserves  earnings Total interests equity
ARBTT ARBTR ARBTRT AR%TRT ARETT ARETRT ARETR ARET:R
RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000
KR=B-=%-A-H As at 1 January 2023
(BER) (audited) 77,058 - 3,882,304  (528,850) 1,306,486 4,736,998 902,828 5,639,826
HNER Loss for the period - - - - (49,644)  (49,644)  (69,296)  (118,940)
HR2EFRLE Total comprehensive loss
for the period - - - - (49,644) (49,644) (69,296)  (118,940)
D GERHE Employee share incentive scheme:
—-BIMRH%EEFE6) - Value of employee services
(Note 16) - - - 59,721 - 59,721 - 59,721
“E-CERERA(MEE5)  Final 2022 dividend (Note 15) = - - - (298,560)  (298,560) - (298,560)
ENFEERRRRS Dividends paid to non-controlling
shareholders - - - - - - (6,000) (6,000)
HEREEE S O BH Special reserve for maintenance
BHLE(®) and production funds (i) - - - 2,106 (2,106) - - -
EERG Repurchase of shares - (33811) - - - (33811) - (33811)
- L=PNGEE Capital contribution by
R A non-controlling shareholders
of a subsidiary - - - (8,798) - (8,798) 17,736 8,938
RZBZ=%XA=1H As at 30 June 2023
(REER) (unaudited) 77,058 (33,811) 3,882,304 (475,821) 956,176 4,405,906 845,268 5,251,174
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INTERIM CONDENSED CONSOLIDATED STATEI\/IENT OF

CHANGES IN EQUITY

HE-_ZT-_=FA=1+AH1t~EA
FOR THE SIX MONTHS ENDED 30 JUNE 2023

RARES Al
Attributable to owners of the Company
e RAGEE EtnEE BN gt HERER s
Non-
Share Share Other Retained controlling Total
capital premium TESErves eamnings Total interests equity
ARETT  AR%ETR  ARETR ARBTT ARETRT ARETT  ARETR
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
W=%-=%-A-H As at 1 January 2022
(BER) (audited) 77,058 3,882,304 (221,437) 4,546,223 8,284,148 865,918 9,150,066
BREfl/ (58) Profit/(loss) for the period - - - 40,376 40376 (136,277) (95,901)
BA2EYS/(FE)4E  Total comprehensive
income/(loss) for the period - - - 40,376 40,376 (136,277) (95,901)
B R REEE : Employee share incentive scheme:
—B TR EEFE6) - Value of employee services
(Note 16) - - 50,768 - 50,768 - 50,768
“E--ERERERIRE  Final 2021 and special dividends
(F3E15) (Note 15) = = = (1,007,640)  (1,007,640) - (1,007,640)
ﬁ%&%éﬁ@ﬂ%% Special reserve for maintenance
BHE() and production funds (i) - - 4,518 - 4,518 488 5,006
HEARRR Z%@ Recognition of redemption liabilities
BERD on a subsidiary's shares - - (400,000) - (400,000) - (400,000)
—HNE AR FER Capital contribution by
fRRHE non-controlling shareholders
of a subsidiary - - 289,252 - 289,252 110,748 400,000
“E--EXAZTA As at 30 June 2022
(REER) (unaudited) 77,058 3,882,304 (276,899) 3,578,959 7,261,422 840,877 8,102,299
Hiat - Note:
(i) RIBHEBREER  AEBERER @ RE (i) Pursuant to the relevant PRC regulations, the Group is required to transfer production

ELLRBEEREEE ST ARRABDER
F-AERBEESTRELLERERTE
A RERNREER - B EEREE
Aoz ©BH A RRBHATRERS R

and maintenance funds at fixed rates based on revenue, to a specific reserve account.
The production and maintenance funds could be utilised when expenses or capital
expenditures on production maintenance and safety measures are incurred. The amount
of production and maintenance funds utilised would be deducted from the specific
reserve account.
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TMEXR

INTERIM CONDENSED CONSOLIDATED STATEMENT OF CASH FLOWS

BE_Z =X A=1THLXER

FOR THE SIX MONTHS ENDED 30 JUNE 2023

BZEAA=1tRHLAEA
Six months ended 30 June

—=E—-=
2023
AR® TR
RMB’000
B = (REEZ)
Note (Unaudited)

—E-—4F
2022
ARETF T
RMB'000
(REEZ)
(Unaudited)

RETHRERE CASH FLOWS FROM

OPERATING ACTIVITIES
EEEENERSE Cash generated from operations 17 44,876 403,062
B FTE Income tax paid (16,558) (28,201)
RETENRERETE Net cash flows from operating activities 28,318 374,861
REZHRERE CASH FLOWS FROM

INVESTING ACTIVITIES
HE AR HE Capital contribution to an associate - (165,000)
BEWX  BEL&E Purchases of items of property,

plant and equipment (73,778) (264,673)
BEELEE Purchases of intangible assets (79,394) (81,873)
EERAFETABELN Purchases of financial assets

SRVEE at fair value through profit or loss (877,983) (8,514,130)
HERAN T ET AR Proceeds from disposal of financial assets

SRVEEMSHRIE at fair value through profit or loss 1,066,353 8,478,330
HEWE  BEREED Proceeds from disposal of property,

Fr5 378 plant and equipment 2,002 12,676
””_ngﬁ\ﬁﬁ Advances of loans to third parties (15,200) (29,300)
AT YNCIN= /€= h) Advances of loans to an associate - (25,000)
”k_fﬂaﬁf% FRFRIE Repayment of loans from the third party 3,000
LERBAR - KA Disposal of a subsidiary, net of cash 9,221 109,286
SIEMEIORD () Decrease/(increase) in pledged deposits 23,201 (24,208)
B U F 8 Interest received 42,939 31,462
REEBFE,(FiH) Net cash flows from/(used in)

BEREFH investing activities 100,361 (472,430)
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INTERIM CONDENSED CONSOLIDATED STATEMENT OF CASH FLOWS

BHE-_ZT-_=FA=1+HIt~EAR
FOR THE SIX MONTHS ENDED 30 JUNE 2023

BZEAA=1tRHLAEA
Six months ended 30 June

—EC-=F
2023

AR TR
RMB’000
(REEZ)
(Unaudited)

—E-—4F
2022
ARETF T
RMB'000
(REEZ)
(Unaudited)

METHRERE CASH FLOWS FROM
FINANCING ACTIVITIES
BRERITIE R Repayment of bank borrowings (185,471) (32,757)
B b fE 2k 2RIE Repayment of other borrowings (600) (1,500)
RITIEFATIS RIE Proceeds from bank borrowings 323,443 139,700
HAb &R ATIS RIE Proceeds from other borrowings 1,573 46,723
ﬁﬁﬁﬁxf\ Repurchase of shares (33,811) =
ENRNARSE D Principal portion of lease payments (5,790) (8,527)
—F'HEJWE AR FEFEAR Capital contribution by non-controlling
RREE shareholders of a subsidiary 8,938 400,000
BT FIAR R ] FEHEAR Dividends paid to the Company's shareholders and
AR AR B non-controlling shareholders (304,560) (1,007,640)
BRFLE Interest paid (27,232) (25,210)
REITBMARSRERHE Net cash flows used in
financing activities (223,510) (489,211)
ReRESEEBUWRDF Net decrease in cash and
cash equivalents (94,831) (586,780)
YR e KR EEY Cash and cash equivalents
at beginning of the period 3,828,863 5,682,425
HRBERESEEY Cash and cash equivalents
at end of the period 3,734,032 5,095,645
ReERBESEWERINT ANALYSIS OF BALANCES OF CASH AND
CASH EQUIVALENTS
e RIBITES Cash and bank balances 2,786,167 4,408,403
EERZTHER Unpledged time deposits 947,865 687,242
REPHGRERERERERNA Cash and cash equivalents as stated in
2IZRERIBEEEY the interim condensed consolidated
statement of cash flows 3,734,032 5,095,645
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CONDENSED CONSOLIDATED FINANCIAL

INFORMATION

H#E-T

ZEFRA=ZTREREAR

FOR THE SIX MONTHS ENDED 30 JUNE 2023

1.

80

RAREEEHR

MREEEREBEEGRAB(ARR])
@ﬁ§§LA7£F§§ MR A
ERER

RARREEERRR o NA A KEM
BRAR (MBI AKEDNEZEBR
RpEARKMBE ([ E]) KR
(T#HE )  URBERHEBERE
Edm e

N &) 5 it 9% = BE # 4k & Clarendon
House, 2 Church Street, Hamilton HM
11, Bermuda - AEBEHEB X E L XM
ABRBEFAEB VRERESHAKNE
4905% - RILRFEEE M BT I
REAGE N\ EIEPEEE 2000 - 45712
22[E (F#s - 100025) °

MBEER AEESTH

2.1 REEE
HE-Z-_=FXA=1+AL~AE
AR B BA 4R & WS B R TV ARIR
BRI (TR ER])E
3ASR A BRI SR A R B o ARG B
BAEVBEARTREFENBRE
FIRER AT AR R FE B EEA
EEHE T -_—F+-_A=+—
HIEFENFEREMERE 0
E'leﬁﬁ°

BRAHBIN - Neh BERRS Y
BEHMUAARETT(ARET
TDREJNEM - A HBAKRE
BHERN-_T_=FN\A=Th
RS RREMAE T -

CORPORATE AND GROUP INFORMATION

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

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

The address of the Company’s registered office is Clarendon House, 2 Church
Street, Hamilton HM 11, Bermuda. The address of the principal place of
business of the Group in Hong Kong is Room 4905, Office Tower, Convention
Plaza, 1 Harbour Road, Wanchai, Hong Kong, and the address of the
principal place of business in Beijing is 22/F, Building 4, Zhubang 2000, West
Balizhuang, Chaoyang District, Beijing 100025, the PRC.

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

2.1 Basis of preparation

The interim condensed consolidated financial information for the
six months ended 30 June 2023 has been prepared in accordance
with International Accounting Standard (“IAS") 34 Interim Financial
Reporting. The interim condensed consolidated financial information
does not include all the information and disclosures required in the
annual financial statements, and should be read in conjunction with the
Group's annual consolidated financial statements for the year ended 31
December 2022.

The interim condensed consolidated financial information is presented
in thousand Renminbi (“RMB’000"”), unless otherwise stated. The
interim condensed consolidated financial information was authorised
for issue in accordance with a resolution of the directors on 29 August
2023.
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MBEER AEESTH
REH #)

2.2
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2.

INFORMATION

HE-_ZT-_=FA=1+AH1t~EA
FOR THE SIX MONTHS ENDED 30 JUNE 2023

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

2.2 Changes in accounting policies and disclosures

The accounting policies adopted in the preparation of the interim

condensed consolidated financial information are consistent with

those applied in the preparation of the Group’s annual consolidated

financial statements for the year ended 31 December 2022, except for

the adoption of the following revised International Financial Reporting

Standards (“IFRSs”) for the first time for the current period’s financial

information.

AE 1R REREBRELENEB RS

Amendments to IAS 1 and IFRS Practice Statement 2

BIFR & st 2ERIE SR ISR
Amendments to IAS 8
BIRR & st 2RI 1 25k IS RT
Amendments to IAS 12

BEIPR 5T 2RI 125 M85
Amendments to IAS 12

NN SE RS E e P
SEAEE RREEAMT

(a) BBREERE1RAE
EREEHE ?BZEE'JEEA
TR AR IEEEG IR
o MEREFEMBHRENA
EMER —FER - 5K
RERAAEEHREYER
REMMBRERNEESH
%%%%X%ﬂﬁﬁ%iﬁﬁﬁﬁdﬂ@
AE - AIZEHBEE -
%Hﬁﬁ%iﬁiﬁﬁuif%’_\iﬁ
2SR EMERT SR i EE
BMeERR ST HRRER
HIERHIEIES| - AEBE
BE-ZE-=F—A—HEH
RZEBE - ZZBTHA
B HERSREMBEA
B EER L - BRI
HASBFEHEEMIBRE

BT 81 & 51 B3R B BR S AR &7
@,

Disclosure of Accounting Policies
BEEATHEE

Definition of Accounting Estimates

SR GELNEER B EFBIELERE

Deferred Tax related to Assets and Liabilities arising from a Single

Transaction

BUR BN E — F = BAH A

International Tax Reform — Pillar Two Model Rules

The nature and impact of the revised IFRSs that are applicable to the

Group are described below:

(a)

Amendments to IAS 1 require entities to disclose their material
accounting policy information rather than their significant
accounting policies. Accounting policy information is material
if, when considered together with other information included in
an entity’s financial statements, it can reasonably be expected
to influence decisions that the primary users of general purpose
financial statements make on the basis of those financial
statements. Amendments to IFRS Practice Statement 2 provide
non-mandatory guidance on how to apply the concept of
materiality to accounting policy disclosures. The Group has
applied the amendments since 1 January 2023. The amendments
did not have any impact on the Group's interim condensed
consolidated financial information but are expected to affect the
accounting policy disclosures in the Group’s annual consolidated
financial statements.

fEsR 4 INTERIM REPORT 2023 81



M A

NOTES TO THE INT RIM

R MR M

Pira M5

INFORMATION

H#E-T

ZEFRA=ZTREREAR

FOR THE SIX MONTHS ENDED 30 JUNE 2023

MBEBEERAEEZFH
REH #)

2.

82

22 ENBRSBRHESER
(&)

AR S B 818 5T B BR B 5 4R

SHEANEE R B
(%)

(b)

I B 5 12

T

Bl & st R E 85 1B E]
BE T e AT EERE
BREE ZENER - g5
G REFEEFETHEE M
W ERETFHELESHE -
ZEE nTﬁxﬂ/ﬁTE@fﬁﬂ@
FRFEFZEZRBARER
HlE g hEr - 21»‘%.5%1
RZFB-=F—A—H%kZ
BEENSHREREERS
FHAEE B2 EERAZEER -
BRAEEETE S HEH
BREZFET 8 2%
& 5T ¥ 7N & B A B 75 AR e sk
R E A RE -

B g A 1257 /08 5T
5 —RBELMEERE
BB B EAE T H N T B
R et RIS 1255 T V1A HE
REIIMEROEE - FEHR
BEARELESERRK
AHREREZENRS - W
HEREEEK -FAit - &
BETARSRHELANY
NUEZERRAECHREE
(ﬁﬁ%%mﬁﬁmmﬁ)&
I JE T K o AEBEE R
m%%&%1J ZEEER]
HAEBOIM BRI TKEA
AR E -

R EE AR

1:||||/

2.

CONDENSED CONSOLIDATED FINANCIAL

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

2.2 Changes in accounting policies and disclosures
(continued)

The nature and impact of the revised IFRSs that are applicable to the
Group are described below: (continued)

(b)

Amendments to IAS 8 clarify the distinction between changes
in accounting estimates and changes in accounting policies.
Accounting estimates are defined as monetary amounts in
financial statements that are subject to measurement uncertainty.
The amendments also clarify how entities use measurement
techniques and inputs to develop accounting estimates. The
Group has applied the amendments to changes in accounting
policies and changes in accounting estimates that occur on or
after 1 January 2023. Since the Group's policy of determining
accounting estimates aligns with the amendments, the
amendments did not have any impact on the financial position or
performance of the Group.

Amendments to IAS 12 Deferred Tax related to Assets and
Liabilities arising from a Single Transaction narrow the scope
of the initial recognition exception in IAS 12 so that it no
longer applies to transactions that give rise to equal taxable
and deductible temporary differences, such as leases and
decommissioning obligations. Therefore, entities are required to
recognise a deferred tax asset (provided that sufficient taxable
profit is available) and a deferred tax liability for temporary
differences arising from these transactions. The Group has earlier
applied the amendments, the amendments did not have any
impact on the financial position or performance of the Group.
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INFORMATION

HE-_ZT-_=FA=1+AH1t~EA
FOR THE SIX MONTHS ENDED 30 JUNE 2023

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

2.2 Changes in accounting policies and disclosures
(continued)

The nature and impact of the revised IFRSs that are applicable to the
Group are described below: (continued)

(d)

Amendments to IAS 12 International Tax Reform — Pillar Two
Model Rules introduce a mandatory temporary exception from
the recognition and disclosure of deferred taxes arising from
the implementation of the Pillar Two model rules published by
the Organisation for Economic Co-operation and Development.
The amendments also introduce disclosure requirements for
the affected entities to help users of the financial statements
better understand the entities’ exposure to Pillar Two income
taxes, including the disclosure of current tax related to Pillar Two
income taxes separately in the periods when Pillar Two legislation
is effective and the disclosure of known or reasonably estimable
information of their exposure to Pillar Two income taxes in
periods in which the legislation is enacted or substantively
enacted but not yet in effect. Entities are required to disclose the
information relating to their exposure to Pillar Two income taxes
in annual periods beginning on or after 1 January 2023, but are
not required to disclose such information for any interim periods
ending on or before 31 December 2023. The Group has applied
the amendments retrospectively. Since the Group did not fall
within the scope of the Pillar Two model rules, the amendments
did not have any impact to the Group.
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CONDENSED CONSOLIDATED FINANCIAL

SEGMENT INFORMATION

For management purposes, the Group is organised into business units based
on their products and services and has three reportable operating segments as
follows:

(@) the medical aesthetic products segment includes filling, shaping,
supporting, supplementing, optoelectronic devices, body sculpturing,
skin care and others to provide non- or minimally invasive medical
aesthetics comprehensive solutions;

(b)  the innovative medicine and other medicine segment; and
(c)  the generic medicine segment.

Management monitors the results of the Group’s operating segments
separately for the purpose of making decisions about resource allocation
and performance assessment. Segment performance is evaluated based
on reportable segment profit/loss, which is a measure of adjusted profit/
loss before tax. The adjusted profit/loss before tax is measured consistently
with the Group’s profit/loss before tax except that interest income, non-
lease-related finance costs, dividend income, fair value gains/losses from the
Group's financial instruments as well as head office and corporate expenses
are excluded from such measurement.

Information relating to segment assets and liabilities is not disclosed as such
information is not regularly reported to the chief operating decision-maker
who assesses the performance of the operating segments based on their
revenue and operating profit rather than their assets and liabilities.
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BE-Z-_=F X A=tHIEXEA
FOR THE SIX MONTHS ENDED 30 JUNE 2023

3. 7HER &)

BE-E-=FXA=+HLANEA

3. SEGMENT INFORMATION (continued)

Six months ended 30 June 2023

RIFTEE R
BXEMm Hit#Em g Mt

Innovative

Medical medicine

aesthetic and other Generic

products medicine medicine Total
ARBT T ARBTT ARBT T ARBT T
RMB’000 RMB’000 RMB’000 RMB’000
(RBER) (RSERZ) (REER) (REER)

(Unaudited)

(Unaudited) (Unaudited)

(Unaudited)

2 EB g (P 7E4) Segment revenue (Note 4)

= Sales to external customers 194,046 15,962 845,697 1,055,705

DEBFHEHE Intersegment sales 18 13,742 - 13,760
194,064 29,704 845,697 1,069,465

R - Reconciliation:

73 2B fE 85 1 8 Elimination of intersegment sales (13,760)

g Revenue 1,055,705

DEEE Segment results 62,943 (344,003) 356,724 75,664

%’TEE : Reconciliation:

“Tﬁ'&ﬁ’]ﬁﬁﬂlﬂl/\ Unallocated other income 14,712
DB E At e — F Unallocated other gains — net (28,737)
DEKER Unallocated expenses (31.820)

ﬂﬁiﬁﬁﬁ’ﬂﬂﬁ%%ﬁi Unallocated finance expenses (17,201)
DEERERETERNRE Share of profits and losses of
i A % B 1R investments accounted for

using the equity method (45,672)

B B 5 1R Loss before tax (33,054)

A AR S INTERIM REPORT 2023
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NOTES TO THE IN 'ERIM CONDENSED CONSOLIDATED FINANCIAL
INFORMATION

BE-Z =X A=t+HLEX HEA
FOR THE SIX MONTHS ENDED 30 JUNE 2023

3. 7HER #) 3. SEGMENT INFORMATION (continued)

BE-ZE-_—_FxXA=+tHILAEAA Six months ended 30 June 2022
ESE Y5
BXEM H e e 1t
Innovative
Medical medicine
aesthetic and other Generic
products medicine medicine Total
ARETT ARETFT ARETT ARBFT
RMB’000 RMB’000 RMB’000 RMB’000
(RE&EZ) (RE&EEZ) (CREEZ) (REEEZ)
(Unaudited) (Unaudited) (Unaudited) (Unaudited)
AU (FI5E4) Segment revenue (Note 4)
IR IHE Sales to external customers 98,612 132,598 1,232,987 1,464,197
DEESHE Intersegment sales = 14,042 8 14,050
98,612 146,640 1,232,995 1,478,247
R - Reconciliation:
53 B 85 & Y 8 Elimination of intersegment sales (14,050)
Wz Revenue 1,464,197
DEBFELE Segment results 41,586 (498,070) 683,114 226,630
%TEE : Reconciliation:

“f%’ﬁﬁ’]ﬁﬁﬂ%]\ Unallocated other income 13,606
DB E MU ES — FE Unallocated other gains - net 3,089
DEHER Unallocated expenses (124,831)

Ef’ﬁﬁﬁﬁ’\]ﬂﬁ%lﬁi Unallocated finance expenses (14,719)
DIEE AR ETERNRE Share of profits and losses of
i e 1R investments accounted for
using the equity method (47,733)
B B4 B Profit before tax 56,042
BE_ZE-_=%F,A=+tHILNEA - During the six months ended 30 June 2023, all sales were made to distributors

FEHESHHERAS HEAASEMES
—’\ﬁﬁ?ﬁﬂﬂléfﬁKE@H&ﬁTﬂo%iut
T _FRNA=ZTHLEREA :

(8=
&) -

86 VO IR B8 B2 4R AR

L

SEER

2022: Nil).
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and there was no single distributor of the Group from which the revenue
amounted to 10% or more of the Group's revenue (six months ended 30 June



NOTES TO THE INTERIM CONDENSED CON

4. Wz - HEWAR KRS
ot REABRAR DT :

o H A5
SOLID

? I E I
ATED FINANCIAL
INFORMATION

HE-_ZT-_=FA=1+AH1t~EA

FOR THE SIX MONTHS ENDED 30 JUNE 2023

4. REVENUE, OTHER INCOME AND GAINS

An analysis of revenue and other income is as follows:

HZEZARA=1THIARHEA
Six months ended 30 June

—EC-=HF —E -4
2023 2022
ARETT AREFT
RMB’000 RMB’000
B 5 (REFEX) (REEERZ)
Notes (Unaudited) (Unaudited)
W& Revenue
EFEa#HKaE - Revenue from contracts with customers:
HEBERBXER Sale of pharmaceutical and medical aesthetic
products 1,055,705 1,464,197
Hib gt A Other income
FEUY A Interest income 77,448 74,141
BB RIS UL A Hospital services income 6,893 4,161
KEYEKEHE e WA LLE Gross rental income from investment property
operating leases i 7,400 2,116
HE D fERE Sales of distribution rights iii 1,416 994
H Others 700 278
93,857 81,690
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NOTES TO THE IN 'ERIM CONDENSED CONSOLIDATED FINANCIAL

INFORMATION

BE_T-_=FX A=1THLKEA
FOR THE SIX MONTHS ENDED 30 JUNE 2023

4. Wz HMR AR KRR #2)
(i) BEFEHWHE

4. REVENUE, OTHER INCOME AND GAINS (continued)

(i) Revenue from contracts with customers

DK ER Disaggregated revenue information
BE-Z-_=#XA=+HL For the six months ended 30 June 2023
ANEA
RIFTEER
BXEm Hin#Em By st
Innovative
Medical medicine
aesthetic and other Generic
products medicine medicine Total
AR¥T T ARET T AR¥T R AR¥T R
RMB’000 RMB’000 RMB’000 RMB’000
EmER Type of goods
HEBEEMNMEXEER Sale of pharmaceutical products
and medical aesthetic
products 194,046 15,962 845,697 1,055,705
WETH Geographical markets
FEIAH Mainland China 187,565 15,962 845,697 1,049,224
ESE] United States of America 6,481 - - 6,481
BREHNEEE Total revenue from contracts
with customers 194,046 15,962 845,697 1,055,705
Wi 22k R R Timing of revenue recognition
EX-BHEEBZNER  Goods transferred at a point
in time 194,046 15,962 845,697 1,055,705

88 VO 3R B8 B2 fY S @ B PR 2 &) SIHUAN PHARMACEUTICAL HOLDINGS GROUP LTD.
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL

4. Wz - B ARWR=E 2 4.

(i) BEEEHWE®)
TEURAER &)
HE-_ZT-_—_F#A=+A8HL

INFORMATION

HE-_ZT-_=FA=1+AH1t~EA
FOR THE SIX MONTHS ENDED 30 JUNE 2023

REVENUE, OTHER INCOME AND GAINS (continued)

(i) Revenue from contracts with customers (continued)
Disaggregated revenue information (continued)
For the six months ended 30 June 2022

7 A
BIFT &K
BXEM H fth 22 2% #Et
Innovative
Medical medicine
aesthetic and other Generic
products medicine medicine Total
ARBTFT AR T ARETT ARBFT
RMB'000 RMB'000 RMB'000 RMB'000
EmEH Type of goods
EEREER NEXER  Sale of pharmaceutical products
and medical aesthetic
products 98,612 132,598 1,232,987 1,464,197
i & 45 Geographical market
AR At Mainland China 98,612 132,598 1,232,987 1,464,197
1 25 e SR B Timing of revenue recognition
AR —HEAEEMNESR  Goods transferred at a point
in time 98,612 132,598 1,232,987 1,464,197
TREHINZLALHWZEED ZEER P Set out below is the reconciliation of the revenue from contracts with
RS B HIER ¢ customers to the amounts disclosed in the segment information:

BE-—Z-=XA=1+HIANEA

For the six months ended 30 June 2023

RIFTER
BXEm Hih#m heis st
Innovative
Medical medicine
aesthetic and other Generic
products medicine medicine Total
AR¥T T AR¥T T AR¥TRT AR¥T T
RMB’000 RMB’000 RMB’000 RMB’000
7B Segments
INEBRPHE Sales to external customers 194,046 15,962 845,697 1,055,705
D EPFEIHE Intersegment sales 18 13,742 - 13,760
194,064 29,704 845,697 1,069,465
R ¢ Reconciliation:
7 EB A SH S Y 8 Elimination of intersegment sales (13,760)
B &R A Total revenue from contracts
with customers 1,055,705
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NOTES TO THE IN 'ERIM CONDENSED CONSOLIDATED FINANCIAL
INFORMATION

BE-Z =X A=t+HLEX HEA
FOR THE SIX MONTHS ENDED 30 JUNE 2023

4. W% B ARWZ 2 4. REVENUE, OTHER INCOME AND GAINS (continued)

(i) BEF&WEZE®) (i) Revenue from contracts with customers (continued)
DK ER (&) Disaggregated revenue information (continued)
TREFBEE AW E D EE R Set out below is the reconciliation of the revenue from contracts
PR SR (ﬁ ) with customers to the amounts disclosed in the segment information:

(continued)
BE_Z_—FXA=+AHLE For the six months ended 30 June 2022
A
BT &R
BXEM H % ¥ st
Innovative
Medical medicine
aesthetic and other Generic
products medicine medicine Total
ARETIT ARETT ARETT ARETTT
RMB’000 RMB’000 RMB’000 RMB’000
7B Segments
SNBRPHE Sales to external customers 98,612 132,598 1,232,987 1,464,197
DEbEHE Intersegment sales - 14,042 8 14,050
98,612 146,640 1,232,995 1,478,247
HER Reconciliation:
2 BB 6H 5 Y 8 Elimination of intersegment sales (14,050)
REANNEER Total revenue from contracts
with customers 1,464,197

(i) BHOEBEREREEEREE (ii)  The performance obligation is satisfied over time as services are
17 —MRERFEZE B HR308 AR rendered and payment is generally due within 30 days from the date of
e MEWANDTAT - billing. An analysis of rental income is as follows:

BEAA=THLERER

Six months ended 30 June

—E-=F T _F
2023 2022
ARETT ARET T
RMB’000 RMB’000
(REHFX) (CREEEZ)
(Unaudited) (Unaudited)

HWEME - Geographical markets:
B A Mainland China 6,401 236
B Hong Kong 999 1,880
7,400 2,116
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL

4. &= - EtWwARW=E = 4.

(iii)

HE D HERIE M IEH A EA
o ARDHEERE T —ERHAAR
DA EBERNERN - BHE
BERFRIETT - YHEEFBEN TER
FR] D WA AN TR - HED
HENGRBRATE -

TRETTABREHVIARAEED
RARE AR ER R E B AN
R

INFORMATION

HE-_ZT-_=FA=1+AH1t~EA
FOR THE SIX MONTHS ENDED 30 JUNE 2023

REVENUE, OTHER INCOME AND GAINS (continued)

(iii) The geographical market of all the sales of distribution rights is
Mainland China. The performance obligation is satisfied over time as the
distributors are granted for the rights to distribute the Group’s products
for a certain period and advances are normally required on the inception
of the distribution agreement. Contracts for the sales of distribution
rights are for periods of five years.

The following table shows the amounts of other income recognised in
the current reporting period that were included in the contract liabilities
at the beginning of the reporting period:

BEANA=TRHIEAEA

Six months ended 30 June

—s== —E-F
2023 2022
AR T AR%TT
RMB’000 RMB'000
(REHFEX) (CREEEZ)
(Unaudited) (Unaudited)
R AREHIEREERN Recognisation of other income that was included in
E AN - contract liabilities at the beginning of the
reporting period:
s S HE Sales of distribution rights 1,416 994
Hibzs — 55 Other gains — net
BEXRA=1+HLEXEAR
Six months ended 30 June
—E-=F B
2023 2022
AR®TT AREFT
RMB’000 RMB’'000
B 5 (REEER) (REEEZ)
Note (Unaudited) (Unaudited)
B #68 B Government grants 26,825 68,550
bEE 54 5 485 RR Exchange losses, net (1,045) (44,231)
RIEEEE ) W Gain on deemed dilution 7,910 6,452
L& —FREB Qe sk Gain on disposal of a subsidiary - 211,592
BAFEFABZNSHMEELATFE  Gain/(loss) on changes in fair value of
Balzs (&E) financial assets at FVPL 1,339 (21,339)
Hith Others 102 13,234
35,131 234,258
B 5 Note:
(i) T FiF 478 B 4 2B 2 146 b 75 BT U R L 3 (i) The total government grants represented the subsidies received from the local

BT AF BRI RS ©

government and no specific conditions were attached to them.
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INFORMATION
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FOR THE SIX MONTHS ENDED 30 JUNE 2023

5. BB X
AT -

BRI
NOTES TO THE IN 'ERIM

1:||||/

5. FINANCE EXPENSES

An analysis of finance expenses is as follows:

CONDENSED CONSOLIDATED FINANCIAL

HZEZARA=1THIARHEA
Six months ended 30 June

—EB-=F —E o
2023 2022
ARETT AREFT
RMB’000 RMB’000
(REFEX) (REEERZ)
(Unaudited) (Unaudited)
UTHENFERX Interest expenses on:
FTERIT REMER Interest-bearing bank and other borrowings 29,453 27,072
WEBARBRMMEBELEFE Redemption liabilities on subsidiaries’ shares 103,729 72,611
HEAE Lease liabilities 1,601 1,395
RN FEFAEBRNESRAENE  Total interest expense on financial liabilities
X 8% not at fair value through profit or loss 134,783 101,078
B BAREEFE Less: Interest capitalised (1,241) (1,678)
133,542 99,400
6. BREH(FE) % 6. (LOSS)/PROFIT BEFORE TAX
REBBMAT(EIE) &M &N The Group's (loss)/profit before tax is arrived at after charging/(crediting):

B/ ORI AT &EIEEFE -

BZEARA=1+HLEAREA
Six months ended 30 June

—EB-=F —E-fF
2023 2022
AR¥T T AREBTFT
RMB’000 RMB'000
B 5E (RE&ER) (REEEZ)
Note (Unaudited) (Unaudited)
BEETFERA Cost of inventories sold 307,972 460,508
REEER = Gain on deemed dilution (7,910) (6,452)
M - BB RFRERE Impairment of property, plant and equipment 9 - 98,097
5 REM KRR CRERR),/ (Reversal of impairment)/impairment of
BB trade and other receivables (10,061) 42,745
BFEERLEr R FE Write-down of inventories to net
realisable value 2,144 10,729
HEME - WFE RRENEIE Loss on disposal of property,
plant and equipment 9 922 808
ME 5 e 18 5 58 Exchange losses, net 1,045 44,231

9D  PUIBEEEEPEAR L E AR A A SIHUAN PHARMACEUTICAL HOLDINGS GROUP LTD.
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL

INFORMATION

HE-_ZT-_=FA=1+AH1t~EA
FOR THE SIX MONTHS ENDED 30 JUNE 2023

7. FiEHEAX INCOME TAX EXPENSE
BAENEGHRDODUBE=_ZE=-_=F <A Hong Kong profits tax has been provided at the rate of 16.5% (six months
=t+HIEN@EA EE%E%H’M& sHEST ended 30 June 2022: 16.5%) on the estimated assessable profits arising in
HAEZ165%MHRE (2 - Hong Kong for the six months ended 30 June 2023. The PRC subsidiaries of
NA=THIEAREAR  16.5%)5HR - K the Group have determined and paid the corporate income tax in accordance
EENFREFBARERE(REARK with the Corporate Income Tax Law of the PRC at the tax rate of 25% (six
MEREREBFRIE)IZ25%H MR (HE months ended 30 June 2022: 25%). Certain PRC subsidiaries of the Group
T ZFA=+THIESNEA  25%) were qualified as high-tech enterprises. Accordingly, those subsidiaries’
BENBMADNERSH  AEBMHNET corporate income tax for the six months ended 30 June 2023 and 2022 was
FEBARNE DT RMDEER - provided for at a preferential tax rate of 15%. Taxes on profits assessable
At ZENBARRBE_TE_=4F elsewhere have been calculated at the rates of tax prevailing in the countries
F_Z-—FXAZ=Zt+HILEANEARAK in which the Group operates.
15% M BB EFTIREEMBR - Hitv
T BT R AN R IERIR AR E &8
FRIEBRAIBITHREE -
AEBHE-_ZTE_=ZFR_ZT-__FX The income tax expense of the Group for the six months ended 30 June 2023
B=+HI1ENEARAEHREX and 2022 is analysed as follows:
T
BEANA=THLKEA
Six months ended 30 June
—EB-=F —E -4
2023 2022
ARETT AREBFT
RMB’000 RMB'000
(REFEX) (REEERZ)
(Unaudited) (Unaudited)
BN &R Current 35,490 132,429
IR Deferred 50,396 19,514
HAARIIAR S 5 Total tax charge for the period 85,886 151,943
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INFORMATION

H#E-T

ZEFRA=ZTREREAR

FOR THE SIX MONTHS ENDED 30 JUNE 2023

B AL
CONDENSED CONSOLIDATED FINANCIAL

8. (') B 8. (LOSS)/EARNINGS PER SHARE
FREKR(ER) /BN2EIRESRA The calculation of the basic (loss)/earnings per share amount is based on
ZIK/‘ﬁ%ﬁ}\FE{E(JEﬁ}%)/;\E%I /\E’% the (loss)/profit for the period attributable to owners of the Company of
(49,644,000) T (B E - - —F N A RMB(49,644,000) (six months ended 30 June 2022: RMB40,376,000), and the
=+ HBWLAREA : AR¥40,376,000 weighted average number of ordinary shares of 9,313,011,000 (six months
L) REABBITEBERMEFE S ended 30 June 2022: 9,329,999,000) in issuance during the period, as
9,313,011,000 R (HEZE=FT=_=_F <A adjusted to reflect the repurchased shares during the period.
= + H1E7<f8 A : 9,329,999,0000% ) &
C WAS TR AR BRI B RE AR (D
FREE(EER) BANSETVIEAN The calculation of the diluted (loss)/earnings per share amount is based on
EEREAN(EE) BINHKAARES the (loss)/profit for the period attributable to owners of the Company, as
/\ﬁ1EH~HW(F‘ﬁ§)//ﬁn*lJ HostEE used in the basic (loss)/earnings per share calculation. The weighted average
AT aERMETYSRERUTEESR number of ordinary shares used in the calculation is the number of ordinary
EAR(BE) BIAIHBPADETEBR shares in issue during the period, as used in the basic (loss)/earnings per share
EE UBREXFAAEBEHSTILTAERER calculation, and the weighted average number of ordinary shares assumed to
VE{T sk e i A L B AR A LA EE T R B have been issued at no consideration on the deemed exercise or conversion of
TEERNEFSE - all dilutive potential ordinary shares into ordinary shares.
GREARREE(ER) B IR T The calculations of basic and diluted (loss)/earnings per share are based on:
HETE
BEANA=THLKEA
Six months ended 30 June
—EC_=F —E - F
2023 2022
(REEFEX) (REEERZ)
(Unaudited) (Unaudited)
(&58) BF (Loss)/earnings
RNAENHEE A (EBR),&F (Loss)/profit attributable to owners of
(AR#EFT) the Company (RMB’000) (49,644) 40,376
4l Shares
BETETRER(ERE), BFH Weighted average number of ordinary shares in issue
B3 ITE BRI SE(TR) for basic (loss)/earnings per share (Share’000) 9,313,011 9,329,999
R (EE),wF 2 SRR EA Basic (loss)/earnings per share (RMB cents) for
(BR)/BF(ARED) (loss)/profit for the period (0.53) 0.43
R (1), %A 2 s (s Diluted (loss)/earnings per share (RMB cents) for
8,/ BR(ARES) (loss)/profit for the period (0.53) 0.43
B 5E Note:
0) A MR 1T B B AR AE S T 251 B B A% (i) No adjustment has been made to the basic (loss)/earnings per share amount

94

EX(ER) /BISEEREEVE -
B BEREFHBE—FT_=FR_F
T oFRA=ZTREHREA2MNER
ER(EE),/ BN BEREMARE -

MEREEZEREEBR

presented for the period ended 30 June 2023 and 2022 in respect of a dilution as
the impact of share options outstanding had an anti-dilutive effect on the basic
(loss)/earnings per share amount presented.
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL

ME - BERRE

REBEE-_ZTE-_=FA=+HIL~@E
A REBE KA ARS1,493,0007T
(BE_Z-_—_FXA=t+HL~AEAAR:
ABR#290,156,00070) WHE A -

REBEE—_ZE=_=F~A=+HILXA
A AEBELEEEFEFEAARE
9,879,000t (BE-—TB-—F,xA=+
BlEAEA : AR¥13,484,0007T) &
E - BHHEFEBARKI22,000T
(BE_Z-_—F~A=t+HL<AEAAR:
AR #808,0007T) °

@i_;_ FXRNA=Z+HIEAMRE

CHETHE  BEREGERRE

%EH@%E:Z::ﬁ#H:+E¢
~EA - AR®98,097,0007T) °

INFORMATION

HE-_ZT-_=FA=1+AH1t~EA
FOR THE SIX MONTHS ENDED 30 JUNE 2023

PROPERTY, PLANT AND EQUIPMENT

During the six months ended 30 June 2023, the Group acquired assets at a
cost of RMB51,493,000 (six months ended 30 June 2022: RMB290,156,000).

Assets with a net book value of RMB9,879,000 were disposed of by the
Group during the six months ended 30 June 2023 (six months ended 30 June
2022: RMB13,484,000), resulting in a net loss on disposal of RMB922,000 (six
months ended 30 June 2022: RMB808,000).

During the six months ended 30 June 2023, an impairment loss of nil (six
months ended 30 June 2022: RMB98,097,000) was recognised for certain
property, plant and equipment.
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INFORMATION

H#E-T

ZEFRA=ZTREREAR

FOR THE SIX MONTHS ENDED 30 JUNE 2023

10. RAFEFABZENESH
BE

TXFREAAEERR —_F =

=FXA

—tBEEZT=F+ZA=+—HAm

B AL
CONDENSED CONSOLIDATED FINANCIAL

10. FINANCIAL ASSETS AT FAIR VALUE THROUGH
PROFIT OR LOSS

Set out below is an overview of financial assets, other than cash and cash
equivalents, and trade and other receivables, held by the Group as at 30 June

HENSREE(ReRESSENRE 2023 and 31 December 2022:
5 RE A AR FBRIN BLE -
IS
As at
—E-= T —F
AA=+H +=—A=+—H
30 June 31 December
2023 2022
AR¥T T ARET T
RMB’000 RMB’000
Bt 5 (REER) (EZ)
Notes (Unaudited) (Audited)
IERE Non-current
BRAFEFABS([EATFERA Financial assets at fair value through
BuEHNEREE - profit or loss (“FVPL"):
WA EAEHNIELETIRERE Unlisted equity investments, at fair value 225,164 225,164
Z’T‘uiﬂ Current
BATEFABENSREE Financial assets at FVPL:
BB E W Wealth management products ii 775,957 962,988
1,001,121 1,188,152
B3 Notes:
(i) % 3% T8 48 1A KBP Biosciences Holdings (i) The amount represents equity investments in the unquoted equity shares of
Limited ~ PsiOxus Therapeutics Limited - KBP Biosciences Holdings Limited, PsiOxus Therapeutics Limited, Ascendum
Ascendum Healthcare Fund ~ & 3I|l T Healthcare Fund, Shenzhen MileBot Robotics Co., Ltd., Beijing Gretson Biomedical
ELWEABKEAERAQAE - Beijing Technology Co., Ltd., and Beijing Gerui Biomedical Technology Co., Ltd. The

96

(i)

Gretson Biomedical Technology
Co., Ltd. % Beijing Gerui Biomedical
Technology Co., Ltd.3F_ETT#E AR 15 &Y
PRAERE o REBHEN A BARRFEE %
SRR - B0 AR 12
ERBRRATFEF AR M2EKER

ZREERTEAE T EERFNHR
TERTEBREFNROEHER - ZFRE
BIEE AR SR 6 D M AR A FE AR
MERMEE  ARESGHNRSNEBILIE
ERAE KA B -

(i)

Group intends to hold these equity shares for the foreseeable future and has not
irrevocably elected to classify them as financial assets at fair value through other
comprehensive income.

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

VO B8 S5 9 R £ B B BR A &) SIHUAN PHARMACEUTICAL HOLDINGS GROUP LTD.
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL
INFORMATION

HE-_ZT-_=FA=1+AH1t~EA

FOR THE SIX MONTHS ENDED 30 JUNE 2023

H 1t F& W BR X 11. TRADE AND OTHER RECEIVABLES
As at

—g-= -
NA=1H +=—A=+—8H
30 June 31 December
2023 2022
AR®TT AREFT
RMB’000 RMB'000
(REEXR) (E%)
(Unaudited) (Audited)
BHRBEBER—F=F Trade receivables — third parties 477,537 513,818
FEWZE IR Notes receivable 58,274 72,276
mEE N ER Loans to associates 93,723 83,765
m$E= 7’7‘%* Loans to third parties 142,791 28,922
FEA P& P X Prepayments to suppliers 150,049 141,022
JE LU th R E?J’\IE Amount due from other related party 9,600 9,600
FEWEEDER Amount due from a joint venture 3,861 3,695
JE st & R A IE: Amount due from an associate 224 224
FEURR B Dividend receivable 40,727 40,727
& BB A B FEURBR FX Receivable for disposal of subsidiaries 88,340 101,385
Hth E UL BR X Other receivables 256,083 215,108
1,321,209 1,210,542
B 5 e WER FUR B B Provision for impairment of trade receivables (53,787) (63,848)
Hoth E U BR BORE B Provision for impairment of other receivables (28,066) (28,066)
1,239,356 1,118,628

RIBEHR - BEZRREREREZAH
TEH A BRE DATAN T (BB -

An ageing analysis of the trade receivables as at the end of the reporting
period, based on the invoice date and net of provisions, is as follows:

As at

—E=-= -
AA=+H +=ZA=+—H
30 June 31 December
2023 2022
AR%T T AREFT
RMB’000 RMB'000
(REER) (EEZ)
(Unaudited) (Audited)
3EA A Within 3 months 270,028 237,080
3%6fEA 3 to 6 months 47,831 55,058
621218 A 6 to 12 months 40,579 80,481
154 F More than 1 year 65,312 77,351
423,750 449,970
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INFORMATION

BE_T-_=FX A=1THLKEA
FOR THE SIX MONTHS ENDED 30 JUNE 2023

12. BEA KRG EE 12. SHARE CAPITAL AND SHARE PREMIUM

EBTR
EEEER 2 BREEER

#A #®A &S IR 3818 &%
Number of
Number of  issued and
authorised fully paid

ordinary ordinary Share Share
shares shares capital premium Total
T TR AR®TrT AR®TRT AR%¥Tx

Share’000 Share’000 RMB’000 RMB’000 RMB’000

R-ZE-—F+_H As at 31 December 2021 and
=t+—BRZZE=Z= 31 December 2022 (audited)
TZA=+—B(EE and at 30 June 2023
BIMRZZE=_=%F/"A (unaudited)

=tTRCREER)
(Z20.01%87T) (HK$0.01 per share) 100,000,000 9,329,999 77,058 3,882,304 3,959,362
P& Note:
(i) RBE-_ZT_=F~A=Z+HILEA~E (i) During the six months ended 30 June 2023, the Group repurchased 48,433,000 of
A AEERR-_ZT=_=—F+A=+1h its own shares on the Stock Exchange at a total consideration, including expenses,
ARMM —F = —F R =B & A of HK$38,314,000 (equivalent to RMB33,811,000) for 2022 Share Award Scheme
# R {838,314,0008 L(REEEME) adopted on 25 October 2022. As at 30 June 2023, these repurchased shares were
(HENRAR®33,811,0007T ) REEZFF not granted.

f# [0 H 48,433,000 B & B - R=F
Z=FANAZTR - ZEBERNAR
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INFORMATION

HE-_ZT-_=FA=1+AH1t~EA
FOR THE SIX MONTHS ENDED 30 JUNE 2023

13. 5T ERITER 13. INTEREST-BEARING BANK BORROWINGS
i
As at
—EB-=F —E -
AA=+H +=ZA=+—H
30 June 31 December
2023 2022
ARETR ARETFT
RMB’000 RMB'000
(REEFX) (EZ)
(Unaudited) (Audited)
mE Current
BIREITER Secured bank borrowings 234,920 301,272
IR IRERTT (3N Unsecured bank borrowings = 25,803
234,920 327,075
FERE Non-current
BIREITER Secured bank borrowings 1,038,510 808,383
1,273,430 1,135,458
akiv=1 Analysed into:
RITER Bank borrowings:
F—FNR Within the first year 234,920 327,075
F_ERAFNA Within the second to fifth years 452,762 252,418
AFMNUE Beyond the fifth year 585,748 555,965
1,273,430 1,135,458
e Notes:

REEE TRITERBATREREEER
o

(i) ERAAEERFERAEAAR
¥ 970,199,000 L (= T = =
E+=_A=+—H8: AR¥%
999,870,000t ) #) 7 & + b 0
ME - BB R

(i HEHRELAEEETEHFERAR
¥ 140,000,000 0 (=T = =
F+=-A=+—H: ARK
140,000,0007T) : K&

(i)  —KMBRABHIHRIE -
FTAERITEZAARBEE -
RZZEZ=FNA=THMRITHER
BEBRMEN FHE(£2.80%E5.00% (=

T+ ZA=+—H:280%%
4.90%) °

Certain of the Group’s bank borrowings are secured by:

(i) mortgages over the Group’s leasehold land and property, plant and
equipment with an aggregate carrying value of RMB970,199,000 (31
December 2022: RMB999,870,000);

(ii) the pledge of certain of the Group’s time deposits amounting to
RMB140,000,000 (31 December 2022: RMB140,000,000); and

(iii)  a portion of equity interests in a subsidiary.
All bank borrowings are denominated in RMB.

The effective interest rates of the bank borrowings as at 30 June 2023 ranged
from 2.80% to 5.00% (31 December 2022: 2.80% to 4.90%) per annum.

F R4 INTERIM REPORT 2023 99



T HA G B4R & B %

INFORMATION

&i 7—_35/\)% +EIJJ:/\1IH

FOR THE SIX MONTHS ENDED 30 JUNE 2023

14. E5 R EMEFRNERR

BRI
NOTES TO THE IN 'ERIM
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CONDENSED CONSOLIDATED FINANCIAL

14. TRADE AND OTHER PAYABLES

i
As at
—EB-=HF —E o
ANA=+H +=ZA=+—H
30 June 31 December
2023 2022
ARETT AREFT
RMB’000 RMB’000
(REFEX) (gEZ)
(Unaudited) (Audited)
B S ENER Trade payables 181,482 205,782
R R R R IR AR R Costs of construction and purchase of

equipment payables 160,006 181,465
U BE B B A R FE AT BR 3K Payable for acquisitions of a subsidiary 300,000 300,000
T 72 K 5 2% 5 S FE AR 3K Payable for research and development expenses 79,285 71,377
EfES Deposit payables 361,845 356,648
D HEEmAERTEE Accrued reimbursement to distributors 375,884 527,179
N A Salaries payable 66,635 91,603
FETHE Interest payables 10,901 9,921
FEATAR B Dividends payable 364 353

RS Notes payable 5,000
EAth FE SRR Other payables 152,825 182,616
1,694,227 1,926,944
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INFORMATION

HE-_ZT-_=FA=1+AH1t~EA
FOR THE SIX MONTHS ENDED 30 JUNE 2023

ESREMENERR 2 14. TRADE AND OTHER PAYABLES (continued)
RBEHER BHEMERENEZHA An ageing analysis of the trade payables as at the end of the reporting period,
BERAMREAITAT ¢ based on the invoice date, is as follows:

i
As at
—EB-=F —E - F
ANA=+H +=—A=+—8
30 June 31 December
2023 2022
AR®TT AREFT
RMB’000 RMB’000
(REEFEX) (gEZ)
(Unaudited) (Audited)
61E A A Within 6 months 160,298 165,760
lEAZE1E 6 months to 1 year 10,573 24,166
15 E More than 1 year 10,611 15,856
181,482 205,782
15. R &2 15. DIVIDENDS
REAMERS N FARRAREES AN Dividends approved and paid to owners of the Company during the period:
8
BZEAA=1+HLEAEA
Six months ended 30 June
—==-= —ET -4
2023 2022
ARET ARETFT
RMB’000 RMB'000
(REEFX) (CREgEZ)
(Unaudited) (Unaudited)
::g::ﬁ?ﬁ%qﬂﬁ/% : Final 2022 dividend: RMB3.2 cents
BREBRARKE3 2D (2022: Final dividend for 2021 of RMB1.3 cents)
(_2::¢  —E - —FRHIMRE  per ordinary share
FRLEBBRARE1.3D) 298,560 121,290
BFRIRES « & Special cash dividend: Nil
—E-oF ZE-—F55II%  (2022: Special cash dividend for 2021 of
REGRETBERAREISS) RMB9.5 cents) per ordinary share - 886,350
298,560 1,007,640
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FOR THE SIX MONTHS ENDED 30 JUNE 2023

15. BRE (&)

CONDENSED CONSOLIDATED FINANCIAL

15. DIVIDENDS (continued)

HREZZARERE Dividends proposed by the Company for the period:
BZEZARB=1HIARHEA
Six months ended 30 June
=F== —E-_F
2023 2022
AR T ARETF T
RMB’000 RMB’000
(REEZR) (REEEZ)
(Unaudited) (Unaudited)
—E-=FHhHELsRE & Interim cash dividend for 2023: Nil
B B _FhHRS (2022: Interim cash dividend for 2022 of
REGKRETBRARE01S) RMBO.1 cent) per ordinary share - 9,330
FRRERE - & Special cash dividend: Nil
—E-F ERREKREER (2022: Special cash dividend of RMB3.2 cents)
LBBRARE3I2D) per ordinary share - 298,560
- 307,890
BHE-_T-_—_F+-A=+—HILFE A final cash dividend of RMB3.2 cents per ordinary share for the year ended
HWARHREREBREBRARE3I 2D 31 December 2022 amounting to RMB298,560,000 was approved by the

102

(A FH AR%298,560,000L) B R -F
CEEXNAZBETNEARRRERS
A FEREIE  BEIOERBERNZ
TZ=FANA+NBEBERN -

HEAREZPHERALEE MK ERE
HEBH  ARABMESERENES
:%:EiﬁﬁzwLElJt/—\ Iﬁz—EE
=+HILEAMEA : EP,HHE)%&HX@HX
TERARENDEERIRERES
BERBAREI2ZD B ARE
307,890,0007T) ©

I B 5 12

shareholders at the annual general meeting of the Company held on 2 June
2023. The approved dividend has been fully paid as at 19 June 2023.

Up to the date of the approval of the unaudited interim condensed
consolidated financial information, no interim dividend for 2023 has been
declared and paid by the Company for the six months ended 30 June 2023
(six months ended 30 June 2022: interim cash dividend of RMBO.1 cent per
ordinary share and special cash dividend of RMB3.2 cents per ordinary share,
amounting to a total of approximately RMB307,890,000).
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() MEBRZREMERAT

IR 42 = B =t &8

AR R E AR S) ([FE RSt
g BEERRAEEKINEEE
HERMN A ER2EERH \/%Néﬂ&
e - BREG NS ER2EE
BREARRER(BEBIIFNT
Bx) AEEEMWER  A&KE
EmlREHER  AEEEFS -
AR RBR KA R RIHE A FHER
FERBR - BEREAEIR-F
—tEFTATHEBAN  BIES
TEURSMERT » BRIGHZ AL+
FRDEE -

R B R AR B AR L O FT A
BREETEMNR FETHNEAQA
BHOHE @ &ZE X TEHBBRE
fAIRHR B BITR(HDAI10% o BT
AR BB AR AR AT B M M AR T T
BETENRA BRE G T ET
HRMEE  RZTEBBREM
FrR 2 B TRMDBIS30%  TEE(A
REAREARR FERN—EEE
BALTHERE(REBEEITERY
RITHEBBARRE) BITE M B 21T
R FETHROHEE @ ZTE
HBBIMEMIRRE ZEATARIDEI1 % ©

INFORMATION

HE-_ZT-_=FA=1+AH1t~EA
FOR THE SIX MONTHS ENDED 30 JUNE 2023

16. SHARE-BASED PAYMENTS

(a)

Share Incentive Scheme of Sihuan Pharmaceutical
Holdings Group Ltd.

The Company operates a share option scheme (the “Share Option
Scheme”) for the purpose of providing incentives and rewards to
eligible participants who contribute to the success of the Group’s
operations. Eligible participants of the Share Option Scheme include the
Company's directors, including independent non-executive directors,
other employees of the Group, suppliers of goods or services to the
Group, customers of the Group, the Company’s shareholders, and any
non-controlling shareholder in the Company’s subsidiaries. The Share
Option Scheme became effective on 24 October 2017 and, unless
otherwise cancelled or amended, will remain in force for 10 years from
that date.

The maximum number of shares of the Company to be issued upon
exercise of all options which may be granted under the Share Option
Scheme shall not in aggregate exceed 10% of the shares in issue as
at the any time. The maximum number of shares to be issued upon
exercise of all outstanding options granted and yet to be exercised
under the Share Option Scheme shall not exceed 30% of the shares in
issue at the any time. The maximum number of shares issued and to be
issued upon exercise of the options granted to any one eligible person
(including exercised and outstanding options) in any 12-month period
shall not exceed 1% of the shares in issue at the any time.
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16. LR AEBNT R e
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(a)

MERBEEZEREEGRA

REZEEZEREEERAT
% 10 B B =t &l )
RZZE-ZTFENA=+8 AR
AIRBARARZE—+tF+ A
TN BRARERETE - mE
Aé%/“%?ﬁﬁjm/\%eseooo
DERE - AHRARBRARBRA
EEHXETEO.OT/%EE'\]94,656,OOO
REMAR - BAREETEIIE TR D
WERESSERE THEBGN
(B MRFEBBRE=FRNH
EEBFEASHEE A
3333% (=D 2—) - FFERET
BHERKGERE TEEBZ (W
B)E BREATS=ZFRAER
MR TE -

RZZBE-_—FhLA—8  AQFR

BAARRZZE—+tF+AZ+N
AR ERERS > MERER

,ﬁ%¢wbaﬁ7wowo D B %
- AHRARBBARFRAFER
E{E0.01 ,%maW,Soo,oooH&%‘
%c%%%ﬁ%ﬁTﬁﬁm%%%
ERHERE THBIEM (A R
BREBSHE=FANSEBEFER

AHFEE - B A33.33% (=D
—) o FERE THENEZGEHR
BETEEBZ(E)%E - BREY
D =F R BREEMATETE -

BREL TR THE AES
ERRAE EREMER -

SRE K

1:||||/

CONDENSED CONSOLIDATED FINANCIAL

16. SHARE-BASED PAYMENTS (continued)

(a) Share Incentive Scheme of Sihuan Pharmaceutical

Holdings Group Ltd. (continued)

On 26 August 2020, the Company granted a total of 94,656,000 share
options to the eligible participants of the Company to subscribe for
a total of 94,656,000 ordinary shares of HK$0.01 each in the share
capital of the Company pursuant to the Share Option Scheme of the
Company adopted on 24 October 2017. Share options granted under
the Share Option Scheme would be subject to certain vesting conditions
(if any) and vested in tranches of 33.33% (one-third) each on each
anniversary date following the date of grant for three years. Subject to
the satisfaction of certain performance appraisal conditions and certain
performance targets (if any), share options could be exercised in three-
year installments and until the expiry of share options.

On 1 September 2021, the Company granted a total of 7,500,000
share options to the eligible participants of the Company to subscribe
for a total of 7,500,000 ordinary shares of HK$0.01 each in the share
capital of the Company pursuant to the Share Option Scheme of the
Company adopted on 24 October 2017. Share options granted under
the Share Option Scheme would be subject to certain vesting conditions
(if any) and vested in tranches of 33.33% (one-third) each on each
anniversary date following the date of grant for three years. Subject to
the satisfaction of certain performance appraisal conditions and certain
performance targets (if any), share options could be exercised in three-
year installments and until the expiry of share options.

Share options do not confer rights on the holders to dividends or to vote
at shareholders’ meetings.
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INFORMATION

HE-_ZT-_=FA=1+AH1t~EA
FOR THE SIX MONTHS ENDED 30 JUNE 2023

16. ARG AEB WSR2 16. SHARE-BASED PAYMENTS (continued)

(a) NEBEBEZEKREBEAERAT (a) Share Incentive Scheme of Sihuan Pharmaceutical
BoBBEEe) Holdings Group Ltd. (continued)
BRI AEEETIES SIS The summary of the share options granted to certain employees of the
ZT Group is as follows:
BRRAD ERHB
TEEME REZE
BT T
Exercise price Number of
in HKS$ per options granted
Bt HH Grant date share ‘000
—E-TENA=+KA 26 August 2020 0.97 94,656
—E2-—FhA—AH 1 September 2021 2.20 7,500
102,156
AT BRI AR R R AR i 5T B P HA A The following share options were outstanding under the Share Option
RETTEE Scheme during the period:
—g=-= —E-—F
2023 2022
BRMAEF1 GRNET
THefE BREHE 1@ EiEEE
BT T4 BT )
Weighted Weighted
average Number of average Number of
exercise price options exercise price options
HKS per share '000 HK$ per share '000
n—A—AH At 1 January 1.08 83,876 1.07 98,776
R EA AR U Forfeited during the period 0.97 (2,000) 0.97 (4,900)
RANA=+8 At 30 June 1.08 81,876 1.08 93,876
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16. AR BB ERBT K e
(a) NEBHZEREEMERLF
B & 2
DTS A 85K MR AT 2 O B AR 2 17
EERBIEN :

16. SHARE-BASED PAYMENTS (continued)

(a) Share Incentive Scheme of Sihuan Pharmaceutical

Holdings Group Ltd. (continued)

The exercise prices and expiry dates of the share options outstanding as
at the end of the period are as follows:

BRRH EEBL AT
THfE BEATEERERE
BT BRERE T4
Exercise price 4 Number of outstanding vested
HKS$ per Number of options and exercisable options
ZH B Expiry date share '000 '000
—EBCCE —E-—F —B-=H —T-—F
2023 2022 2023 2022
“E=TFNAZF+HH 25 August 2030 0.97 74,376 86,376 63,496 46,704
—E=—-fNA—-H 1 September 2031 2.20 7,500 7,500 - -
81,876 93,876 63,496 46,704

RZFE-_=ZF<A=+8 R
81,876,000 ( —ZF = — % X A
=8 :93,876,0001) ) R1TEH
fE#ES - 63,496,000/ (—F = —
FXA=+H : 46,704,000 ) &
PRIERTATIE ©

@ —_E/\H +E|N:/\1.
' aﬁ&%f@;mﬁﬁﬁxféﬁw HARS
GABEREMEERERIA

fE 45X AR B 788,000t (=

—E_—FXNAZFTHLEXEA -

ANE#6,187, 0007‘c> AR A

wRiAEE

R - AR EEREREEIE T
81,876,000 17 i# & 17 1% A9 B8 A%
¥ o RIBANE B AT E AR
2 EITEE M AT A B AR E K
N2 B RSN EE 17 81,876,000 iR E
38 % K 3% 1% 24X 819,0007% T (48
ERARKET742,0007T) (E1THX
A) e

Out of the 81,876,000 (30 June 2022: 93,876,000) outstanding
options, 63,496,000 (30 June 2022: 46,704,000) options were
exercisable at 30 June 2023.

For the six months ended 30 June 2023, total expenses amounting to
RMB788,000 (six months ended 30 June 2022: RMB6,187,000) were
charged to the interim condensed consolidated statement of profit
or loss and other comprehensive income for share options granted to
employees with a corresponding change in equity.

At the end of the period, the Company had 81,876,000 share options
outstanding under the Share Option Scheme. The exercise in full of the
outstanding share options would, under the present capital structure
of the Company, result in the issue of 81,876,000 additional ordinary
shares of the Company and additional share capital of HK$819,000
(equivalent to RMB742,000) (before issue expenses).
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(b)

HEYRERBERAR
% 13 B B 5 &
R-ZE_ZTFXA=+8 17
EYREROBER AR ([ET]
ABARE—ZRWBAREESE
HRBBIERER  URMEBR
DEREFE([HFT S =_ZFRM
BENETE]) - BEATHES ERE
BUAERRKRN ARE157THER
R B 79,695,000 A% PR il 1% B 19 ©
ZERBERNDHENHATE=
fﬁo

R-Z_—FhHA+B HNEE
BEHRBRBER  URMNEER
D REFE ([T 2 ——F &)
AMEETE]) - it

Mt ESEBRESUER
D AR #1.2343 TR B%
849,642,300 % R HI £ A%
D AHHAE=F

—
~

2) WBEHEM-ZE-_TFRMH)
EharaEl HT’I&%EEAE\
#929,900,000 % % 2 R ¥T &
HNRAB=FRITEERAER
PR Il 1% B 10 A R #50.263 7T
HRR D ERA

3) WBEHFM-ZE-_TFRMH)
EhEraEl Hﬁﬁt/ﬁAéWE
8 R B # 44,045,000 % R
RN ERBITEEBAS
B A% 19 A R #0.263 T80 AR
D &

4) EHMHESEREBNUNER
BH ARE0.263TTHIEK
0% 46,888,350 AL BR 14 A%
7 BRBEAE=F -

INFORMATION

HE-_ZT-_=FA=1+AH1t~EA
FOR THE SIX MONTHS ENDED 30 JUNE 2023

16. SHARE-BASED PAYMENTS (continued)

(b) Share Incentive Schemes of Xuanzhu

Biopharmaceutical Technology Co., Ltd.

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

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

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

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

3) the 44,045,000 restricted shares of Xuanzhu, which were
approved to eligible employees to subscribe under the Xuanzhu
2020 Share Incentive Scheme, were modified with an exercise
price of RMB0.263 per share; and

4) 46,888,350 restricted shares of Xuanzhu were approved for
eligible employees to subscribe at the price of RMB0.263 per
share with a contractual term of three years.
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NERKHD ARK0.263TRAR
#1.2343 THERAEERERR
H #F172,733,880 % & 124,120 %
REIMERD - GHHB=F -

RZZEZZF+tA=Z+—HKZ=Z
ZZF+—A=1A  HIUER
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16. SHARE-BASED PAYMENTS (continued)

(b) Share Incentive Schemes of Xuanzhu

Biopharmaceutical Technology Co., Ltd. (continued)

On 31 March 2022, Xuanzhu granted 2,733,880 and 124,120 restricted
shares of Xuanzhu to eligible employees at the price of RMB0.263 and
RMB1.2343 per share respectively with a contractual term of three
years.

On 21 July 2022 and 30 November 2022, Xuanzhu granted 933,104
and 5,037,630 restricted shares of Xuanzhu, respectively, to eligible
employees at the price of RMB0.263 per share with a contractual term
of three years.

The following share units were granted under the share incentive
schemes of Xuanzhu during the period:

—B-=HF —E-—fF
2023 2022

BRE %bﬂﬁé
R BE ROHE HREE Mg B
ARETRT T8 )\E’ﬁgn FhA%

Weighted Weighted

average average
subscription Number subscription Number
price of shares price of shares
RMB per share '000 RMB per share '000
R—A—AH At 1 January 0.921 163,251 0.938 169,887
REFRE Granted during the period - - 0.305 2,858
REARZ I Forfeited during the period 1.045 (814) 0.776 (2,271)
RAA=18 At 30 June 0.920 162,437 0.930 170,474
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POEREE B E

BEZZT_=F-A=1+RH1E~@
A 814,000 (BE=_FT ==
NAZF+HIESRMEA 2,271,000
&) B0 2 MK -

%Z:n:_—\» =FXNA=ZTHIEARE
C AE BT EET RO B E
%IJ*EE%EMXH% A EE T ) % B B
S AR#49,104,000C(BE-F
“FERNAZTALEANEA AR
#37,428,0007T) °

=-H B R

For the six months ended 30 June 2023, 814,000 shares (six months
ended 30 June 2022: 2,271,000) have been forfeited.

For the six months ended 30 June 2023, the Group has recorded share-
based compensation expenses of RMB49,104,000 (six months ended 30
June 2022: RMB37,428,000) in relation to the Share Incentive Schemes
of Xuanzhu.
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FOR THE SIX MONTHS ENDED 30 JUNE 2023

16. SHARE-BASED PAYMENTS (continued)

(c) %ﬁi%ﬂﬁﬂﬁﬁﬁﬁﬁ@ﬂ (c) Share Incentive Scheme of Huisheng Biopharmaceutical
IR 42 = B =t &8 Co., Ltd.
RZE-_ZEF+—A+=H  BFH On 13 November 2020, the shareholders’ meeting of Huisheng
EYRERNBERAR(GHAS : Biopharmaceutical Co., Ltd. (formerly named as Jilin Huisheng Biological
EMEAEMBEGRAR)([F Pharmaceutical Co., Ltd.) (“Huisheng Biopharm”) (a subsidiary of the
FED] - AAREE—RWEAA) Group) passed a resolution to adopt an employee share award plan
R ASIEIB—IEREER - AW ("“Huisheng Biopharm Share Incentive Scheme”) and 27,950,000
12 B %15 2R E ([ B AL W% restricted shares of Huisheng Biopharm were approved for eligible
ENEtE )  BEEFAEMRESE employees to subscribe at the price of RMB1.33 per share. These
1B E B AR D AR¥E1.337TH) restricted shares have a contractual term of three to four years.
B RBEIE127,950,000% R
IR - ZZEREIMERGEOE L
HA=ZEMNF -
LA R D AR 1B BB T+ = M AR (D i B T The following shares were granted under the Huisheng Biopharm Share
SR HRED - Incentive Scheme during the period:
—BC-=F ==
2023 2022
BRE %bﬂﬁﬁ
FIIRBE ROEE HREE Mg B
AR¥T TR }\E’ﬁgn Fh%
Weighted Weighted
average average
subscription Number subscription Number
price of shares price of shares
RMB per share '000 RMB per share '000
R—A—H At 1 January 1.33 22,715 1.33 24,395
R EA A2 1 Forfeited during the period 1.33 (360) 1.33 (210)
RANA=1H At 30 June 1.33 22,355 1.33 24,185
BE T _=FA=1+HI1N@ For the six months ended 30 June 2023, 360,000 (six months ended 30

A 360,000Hx(7‘£ﬁz§72::¢
ANA=+THIEAREA : 210,0008%)
IR 15 BRI ©

EES =FXNA=FTHIENA
A ZK%@ﬁ- EIER A A WIAR 1D
Bh =t 2148 78 &9 BARR 19 & EE 7 &Y 5 B
F A ARKS 989,000 T(HE—
T FANA=ZFTAHENEA A
R#7,153,0007T) °

June 2022: 210,000) shares have been forfeited.

For the six months ended 30 June 2023, the Group has recorded share-
based compensation expenses of RMB5,989,000 (six months ended 30
June 2022: RMB7,153,000) in relation to the Huisheng Biopharm Share
Incentive Scheme.

R HERER S INTERIM REPORT 2023 109



M A

NOTES TO THE IN 'ERIM

Pira M5

/\\/ N[

INFORMATION

H#E-T

ZEFRA=ZTREREAR

FOR THE SIX MONTHS ENDED 30 JUNE 2023

16. MR AER NI K

B AL
CONDENSED CONSOLIDATED FINANCIAL

16. SHARE-BASED PAYMENTS (continued)

(d) tHEREBEE[MEYEELR (d) Share Incentive Scheme of Beijing MeiYan Space
ARG B EEE Biomedical Co., Ltd.
15(\ E-_F+A—H bt EE On 1 July 2022, the board meeting of Beijing MeiYan Space Biomedical
EEAEMBEGR AR (MERE 0., Ltd. ("Beijing MeiYan") (a subsidiary of the Group) passed a
FEJ AAEBE-RMBRARNES resolution to adopt an employee share award plan ("Beijing MeiYan
SEeRBBIEREER  LEME Share Incentive Scheme") and 9,421,690 restricted shares of Beijing
B %15 2B EhET & ([t 7 X Bk 1D ) MeiYan were approved for eligible employees to subscribe at the price
BhErEl]) - BB ESER of RMB2.20 per share. These restricted shares have a contractual term
BB AR AREE2.20TH(E of three to four years.
%R EE 9,421,690 AR AR il M AR 15 o
ZERBMERNNEHBRE=2N
£ o
LA B B2 EAR 15 4t X BB AR 17 The following share awards were outstanding under the Beijing MeiYan
BYETEIR B AR IET TR ¢ Share Incentive Scheme during the period:
—BC-=F ==
2023 2022
BRE Hﬁbﬂﬁ%
R BE RO EE HREE Mg B
AR¥TRT TR AE%E FhA%
Weighted Weighted
average average
subscription Number subscription Number
price of shares price of shares
RMB per share '000 RMB per share '000
»—A—AH At 1 January 2.20 9,422 = =
REFRE Granted during the period 2.20 29 - =
RERRZ I Forfeited during the period 2.20 (29) = =
WANA=1H At 30 June 2.20 9,422 - =
%TJZ TZ=FRNA=THIARE For the six months ended 30 June 2023, the Group has recorded share-
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I B 5 12

Lkiﬁﬁz?%éﬁiit,?\/%%ﬁﬂwﬁ/%&
L‘%ﬁ]ﬁ%ﬁﬁ%@ﬂ@uﬁ%ﬁ%%%%%ﬁm
Eﬂiﬁ?%/\ﬁﬁgs 840,000 T (B =
T —HFXNAZFTHIEANEA -

) -

based compensation expenses of RMB3,840,000 (six months ended
30 June 2022: nil) in relation to the Beijing MeiYan Share Incentive

Scheme.
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HE-_ZT-_=FA=1+AH1t~EA
FOR THE SIX MONTHS ENDED 30 JUNE 2023

7. REEXENRE 17. CASH GENERATED FROM OPERATIONS

BZEAA=1+THLEAREA
Six months ended 30 June

—EC_=F —E -4
2023 2022
AR®TT AREFT
RMB’000 RMB'000
(REFEX) (REEERZ)

(Unaudited) (Unaudited)

BrBiAT (B, % F (Loss)/profit before tax (33,054) 56,042
KATIER AR - Adjustments for:
ME - BERRETE Depreciation of property, plant and equipment 98,339 143,983
WEESE Depreciation of investment properties 3,347 3,211
FREEENE Depreciation of right-of-use assets 13,911 15,729
B A Y Amortisation of intangible assets 6,730 16,099
1S ER S = N 23R E Write-down of inventories to net
realisable value 2,144 10,729
B 5 KME b EUER KA (Reversal of impairment)/impairment losses of
CRERE),REEE trade and other receivables (10,061) 42,745
ME - BE RREARE Impairment of property, plant and equipment - 98,097
HEREEECHURBHBA Special reserve for maintenance and production funds - 5,006
DL ERERETEN Share of profits and losses of investments accounted
B m A N B 18 for using the equity method 45,672 47,733
BIEE g Gain on deemed dilution (7.910) (6,452)
HEWE - BEMRENER Loss on disposal of property, plant and equipment 922 808
HEEFEENEIE Loss on disposal of intangible assets = 1,163
HEFREEENER (=) Loss/(gain) on disposal of right-of-use assets 54 (24)
HE—ZRHBARKNER,(IKF) Loss/(gain) on disposals of a subsidiary 558 (211,592)
ﬁ"i{ﬁﬁ)\ﬁéﬁ’\]ﬁ%ﬂﬁ@ (Gain)/loss on changes in fair value of financial assets
R EZEH (W), EE at FVPL (1,339) 21,339
VAR A LR A9 5 5k Share-based payments 59,721 50,768
FMERZ Interest expense 133,542 99,400
FLB A Interest income (54,725) (49,320)
LERREBRILERENE Operating cash flows before working capital changes 257,851 345,464
EELAERBES Changes in operating assets and liabilities:
=7g Inventories (10,957) 3,885
B 5 MEMREUBRTR Trade and other receivables 5,096 (340,270)
B 5 NEMEMERR Trade and other payables (168,482) 481,980
aRAaRE Contract liabilities (38,632) (87,997)
4R AR EE A MY IR & Cash generated from operations 44,876 403,062
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INFORMATION

BE-Z =X A=t+HLEX HEA
FOR THE SIX MONTHS ENDED 30 JUNE 2023

18. &1 18. COMMITMENTS
RBEHRAREE G TEREIE : The Group had the following capital commitments at the end of the reporting
period:
i
As at
—EB-=HF —E o
AA=tHB +ZA=+—H
30 June 31 December
2023 2022
ARETT ARET T
RMB’000 RMB’000
(REFEX) (g2 %)
(Unaudited) (Audited)
EHEEE ST Contracted, but not provided for:
ME - BB MRE Property, plant and equipment 156,516 161,702
BREE-HETHPERRAE Intangible assets — product development in progress 138,649 133,232
295,165 294,934
19. @B AERS 19. RELATED PARTY TRANSACTIONS
REENHEERRRASEFAEA The ultimate controlling shareholders of the Group are Dr. Che Fengsheng, Dr.
DHREE - RIMEBEMAFTZLE - Guo Weicheng, Dr. Zhang Jionglong and Mr. Meng Xianhui.
(a) FEAHES BRI ELRAN 5 /Y (a) Name and relationship with related parties
B %
=18 22kES
Name Relationship
BEABRLE EEEEF
Dr. Che Fengsheng Chairman of the board
IEREiERERR AR ([dEREEE ) REEHBE QA
Beijing Ruiye Pharmaceutical Co., Ltd. (“Beijing Ruiye”) Associate of the Group
BIERBREBRAR([BIERE]) REEHBE QR
Tonghua Tianshi Pharmaceutical Co., Ltd. (“Tonghua Tianshi”) Associate of the Group
FILRR AT ERR AR ([FILERT ) REEHHBE QR
Pharmadax (Foshan) Co., Ltd. (“Pharmadax (Foshan)”) Associate of the Group
HIREER REEHHBE QR
Jilin Zesheng Associate of the Group
Sihuan Strides (HK) Limited([ Sihuan Strides |) REBHEGERE
Sihuan Strides (HK) Limited (“Sihuan Strides”) Joint venture of the Group
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HE-_ZT-_=FA=1+AH1t~EA
FOR THE SIX MONTHS ENDED 30 JUNE 2023

19. BB AR Z @) 19. RELATED PARTY TRANSACTIONS (continued)
Krrh ER RS BR 4R & B 15 & R B fh B 52 AT 3 Save as disclosed in other notes to the interim condensed consolidated

BN BB R BRI

(b) EEREREEEMNE

financial information, the related party transactions are summarised as
follows:

(b) Directors’ and senior management’s emoluments

BEAA=TRHIEAEA

Six months ended 30 June

—E_= —E-F
2023 2022
ARBTT AREBTFT
RMB’000 RMB’'000
(REER) (CREEER)

(Unaudited)

(Unaudited)

we ke Fees and salaries 6,160 10,263
LA RS #E 45 & O BE R AE F 2 Equity-settled share option expense 1,066 352
7,226 10,615

() MREHREBBLINRZ

parties

(c) Period-end balances and transactions with related

BZEARA=1+HLEARHEA
Six months ended 30 June

—EC_=F —E -
2023 2022
AR®TT AREFT
RMB’000 RMB'000
(REEFEX) (REEERZ)

(Unaudited)

(Unaudited)

LY=L NI EORIESY N

Interest income from associates

bR Beijing Ruiye 6,025 4,516
HREIERK Jilin Zesheng 2,485 2,364
BILRE Tonghua Tianshi 1,448 1,448
9,958 8,328

REBZEANRBRIERERN Dividend income from an associate
AR S A Tonghua Tianshi - 40,727
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19. RELATED PARTY TRANSACTIONS (continued)

(c) Period-end balances and transactions with related

(%) parties (continued)
i
As at
—E_= T F
AA=+H +=ZA=+—H
30 June 31 December
2023 2022
ARET AREFIT
RMB’'000 RMB’000
B 5 (REEER) (&E%)
Notes (Unaudited) (Audited)
A& A RIER Loans to associates
b Beijing Ruiye a 249,025 243,000
L= Pharmadax (Foshan) b 105,000 105,000
HMEER Jilin Zesheng c 91,017 88,532
BERE Tonghua Tianshi d 80,202 78,754
525,244 515,286
i€ NI B Amount due from an associate
EMNE R Jilin Zesheng c 224 224
FEU & & D FIR Amount due from a joint venture
Sihuan Strides Sihuan Strides e 3,861 3,695
JE AU th PR Amount due from other related party
BETE Dr. Che Fengsheng e 9,600 9,600
FE UL — [ & A R AR B Dividend receivable from an associate
BIERE Tonghua Tianshi 40,727 40,727

B -

Notes:

(d)

ZEFALRFENF AT IR
BIRQERMABEAREERA
15 % AR R K IR B A EL 10% A%
TEEER o M SIREGF5%:TH

ZERRRE - BIEREK -

FEU MRA IR B B FIE B K
B (A& ARHES3,521,0007T &
FIE AR®7,496,0007T) © HA
B AREET,496,000C BN —F
RER - R T ARME224,0007T 5
%8~ EIEH - BERBNREE o

HABRBER(BEAEAR
# 60,000,000 7T & F B A R #&
20,202,00070) + B ERERKE
HIEE - FIBIREFA.75%1H ©

HRRS  JEKH - BAREX

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

The loan was non-interest-bearing and unsecured.

The receivable from Jilin Zesheng represents an unsecured loan principal
of RMB83,521,000 and interest amounting to RMB7,496,000, among
which RMB7,496,000 is repayable in one year. The rest amounting to
RMB224,000 was non-interest-bearing, unsecured and repayable on
demand.

It represents a loan principal of RMB60,000,000 and interest amounting to
RMB20,202,000, which was unsecured and repayable in full on demand.
Interest is charged at 4.75% annually.

It was non-interest-bearing, unsecured and repayable on demand.
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20.
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INFORMATION

HE-_ZT-_=FA=1+AH1t~EA

FOR THE SIX MONTHS ENDED 30 JUNE 2023

FAIR VALUE AND FAIR VALUE HIERARCHY OF
FINANCIAL INSTRUMENTS

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

B REBSRITIEAEMNEREERAF other than those with carrying amounts that reasonably approximate to fair
BT : values, are as follows:
fREE A¥E
Carrying amounts Fair values
R-B-=F A R=-B-=F MN-E__F
AA=TH +ZA=+—H AA=1H +=-R=+—H
As at As at As at As at
30 June 31 December 30 June 31 December
2023 2022 2023 2022
AR¥T T ARBFT AR¥TRT ARBF T
RMB’000 RMB'000 RMB’000 RMB'000
(REER) (RER) (REEX) (&EZ)
(Unaudited) (Audited) (Unaudited) (Audited)
ERMEE Financial assets
ML AT B (JERE)  Loans to associates (non-current) 431,521 431,521 403,426 431,077
Efﬂﬁéﬂﬁlﬁﬁﬂ(éhé))) Other receivables (non-current)
(PERE=HFER) (including loans to third parties) 43,095 144,436 37,041 132,436
474,616 575,957 440,467 563,513
FRE{E NFE
Carrying amounts Fair values
R=B=-=F R=Z==4F R=EZ=F R=Z=—fF
AA=TAH +=A=+—H AA=TH +=A=+—8H
As at As at As at As at
30 June 31 December 30 June 31 December
2023 2022 2023 2022
AR¥T T ARETT AR¥T R ARBFT
RMB’000 RMB'000 RMB’000 RMB'000
(RBER) (f8&%) (RISERZ) € &)
(Unaudited) (Audited) (Unaudited) (Audited)
sRERE Financial liabilities
HibfER Other borrowings
(TREHREEE) (excluding lease liabilities) 48,421 54,182 58,551 63,294
E&EHE Sales leaseback 38,069 42,200 39,425 44,047
HERITIER Interest-bearing bank
borrowings 1,273,430 1,135,458 1,288,094 1,132,875
1,359,920 1,231,840 1,386,070 1,240,216

FHI$R 4 INTERIM REPORT 2023 115



1 ER S BR AR & B 7%
NOTES TO THE IN ERIM

Br ﬁ%f

CONDENSED CONSOLIDATED FINANCIAL

INFORMATION

H#E-T

ZEFRA=ZTREREAR

FOR THE SIX MONTHS ENDED 30 JUNE 2023

20.
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SHIEMATERAT
BEH »)
EREEEHG ReLBLZEEY 5t

ANESREMBRRRN S mMEEIAK
EJr)\féf%&Efm%ﬁEEmE’Mﬁ%ﬁiEEE’ﬂ
RTFEERREERE  TE2ARZE

TERHREE -

TRHEERBEBENATENEERSA
(A EREERNEEMRSHA
?&%E’JEZI/E\E\%EJ\EE HETERE
EZF_=FXNA=Z+HLEANERLR
R

E@{ﬁ?i&?r@iﬁ?ﬂ%?ﬁ(ﬁ’]“?@ TJ
VAR - EEE R K 2 B AR A
E—\EETJE’J?T‘JT ?ﬁfﬁﬁﬂﬁﬂixfﬁim;
SHEGH c AREEMERR T =
i/\H*JrEIEI’JTE,%’JHI‘ﬁﬁﬁﬁ@(E@Q
FEEBHERFERLTERX -

%*/‘WE#M@ SHIEETMRERED

ANFE - HIREWIFEHT R Ek &
SEZBRE - FRMBEESETENR -
HEEZRKESERETE  AE  BER
BEHRETAELRARAR © WHET
PR EAEALRARGFEABEESE
o Gl EARYRAE - BIE -
E BT A R (TEV/EBITDA ) FEH R E
BHEF(TP/E]) B - f%%z)wx‘fﬁtt
BRAAMNPXEERABNE S %ﬁ?%
e i%%%{%ﬂﬁtbﬁ@ﬁ?mf%
BEAZRBERANZEEEE - 1§\JZZD3E>‘M’%
BERBEZRE - FUER - BHIREH
R IE LT RR IR & B E FE R F 2 A
EATE EFRAMEFEFSEHS
1&%/@@(%&%#%%@4%}:&%)&
HEATEEZS (RN RA B R
2ERRR)BEIE  TAREHPRHEAS
HMEE -

REFKENRELTRE - B ERAM
RITHETHBEMER - AEEE LA
BHReREMERE  REAUFHE
BB TANT SN REEZEIELT
BREMRFE -

20. FAIR VALUE AND FAIR VALUE HIERARCHY OF

FINANCIAL INSTRUMENTS (continued)

Management has assessed that the fair values of cash and cash equivalents,
financial assets included in trade and other receivables and financial liabilities
included in trade and other payables approximate to their carrying amounts
largely due to the short-term maturities of these instruments.

The fair values of the financial assets and liabilities are included at the amount
at which the instrument could be exchanged in a current transaction between
willing parties, other than in a forced or liquidation sale. There were no
changes in valuation techniques during the six months ended 30 June 2023.

The fair value of other borrowings and interest-bearing bank borrowings has
been calculated by discounting the expected future cash flows using rates
currently available for instruments with similar terms, credit risk and remaining
maturities. The changes in fair value as a result of the Group’s own non-
performance risk for other borrowings as at 30 June 2023 were assessed to be
insignificant.

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

The Group invests in unlisted investments, which represent wealth
management products issued by banks in Mainland China. The Group has
estimated the fair value of these unlisted investments by using a discounted
cash flow valuation model based on the market interest rates of instruments
with similar terms and risks.
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HE-_ZT-_=FA=1+AH1t~EA

FOR THE SIX MONTHS ENDED 30 JUNE 2023

20. FAIR VALUE AND FAIR VALUE HIERARCHY OF

FINANCIAL INSTRUMENTS (continued)

Set out below is a summary of valuation technique and significant
unobservable inputs to the valuation of unlisted equity investments together
with a quantitative sensitivity analysis as at 30 June 2023 and 31 December

NEEEHBRESTHE 2022:
CREE DNFEER fE{ER % ERRAEESY AFEHSHNERBE
Fair value Valuation Significant Sensitivity of fair value

Financial assets hierarchy technique unobservable input to the input

FLmERERE E hERE RATH T T AR R & 8 EBH5%
(Z2=—F+-A=t—H:5%)
2/ e A TFEEM R5%
(ZZ==F+=A=+—H:5%)

Unlisted equity Level 3 Valuation multiples Average price-to-book ratio 5% (31 December 2022: 5%)

investment multiple of peers increase/decrease in multiple would result

in increase/decrease in fair value of 5%
(31 December 2022: 5%)

FLmERERE E=R hERE TR FEEE AP EF A EEN5%
(Z2-—F+-A=1t—H:5%)
B2,/ mL RN EEM 5%
(ZZ2Z=F+=ZA=+—H :5%)

Unlisted equity Level 3 Valuation multiples Average price-to-R&D expense 5% (31 December 2022: 5%)

investment

REEPFEFENRZ TSR EIENRER

FERmE2EENKRE EER
BEEERITREER -

multiple of peers

increase/decrease in multiple would result
in increase/decrease in fair value of 5%
(31 December 2022: 5%)

The discount for lack of marketability represents the amounts of premiums

gTFUE and discounts determined by the Group that market participants would take
into account when pricing the investments.
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1 HA RS AR A7 & B 75 B H%E
NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL
INFORMATION

BE_T-_=FX A=1THLKEA
FOR THE SIX MONTHS ENDED 30 JUNE 2023

20 2RI TENAFERAF 20. FAIR VALUE AND FAIR VALUE HIERARCHY OF

BEEHK2) FINANCIAL INSTRUMENTS (continued)
N EER Fair value hierarchy
TEREIIAEEEHRIENATEE The following tables illustrate the fair value measurement hierarchy of the
B4 Group's financial instruments:
BRFEEHFTEHEE Assets measured at fair value:
R-ZB-=FxA=+H As at 30 June 2023
BUT&EFEDNFE
Fair value measurement using
AERBT S EXT EARA
ZHRE BEzy HE2H
(F—#4) (=) (B=#) st
Quoted prices Significant Significant
in active observable unobservable
markets inputs inputs
(Level 1) (Level 2) (Level 3) Total
ARBT R AR®T R AR®T R AR®BT R
RMB’000 RMB’000 RMB’000 RMB’000
(REERZ) (RBER) (REEERZ) (RBER)
(Unaudited) (Unaudited) (Unaudited) (Unaudited)
BATE NBER Financial assets at fair value
CRAE - through profit or loss:
BATEFENELT Unlisted equity investments,
iERE at fair value - - 225,164 225,164
BHESR Wealth management products - 775,957 - 775,957
BAFEFAEMEE Debt instruments at fair value
W EBE LA through other comprehensive
income:
EWER Notes receivable - 58,274 - 58,274
- 834,231 225,164 1,059,395
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EBERE& =)
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TERENFAEESRIANAFEFE

B4 : (&)

BAFHETENEE : (&)
W-E-—f+-A=+—8

INFORMATION
HE-_ZT-_=FA=1+AH1t~EA
FOR THE SIX MONTHS ENDED 30 JUNE 2023
FAIR VALUE AND FAIR VALUE HIERARCHY OF
FINANCIAL INSTRUMENTS (continued)

Fair value hierarchy (continued)

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

Assets measured at fair value: (continued)
As at 31 December 2022

BATEEAEATE
Fair value measurement using
WM % EV NG| BEARA
2B BE2Y BE2H
(F—%) (B=®) (B=M) kS
Quoted prices Significant Significant
in active observable unobservable
markets inputs inputs
(Level 1) (Level 2) (Level 3) Total
AREFT ARBTT ARBTT AREFT
RMB’000 RMB'000 RMB’'000 RMB’000
BATE AN BER Financial assets at fair value
SREE through profit or loss:
BATEFENELD Unlisted equity investments,
PRiERE at fair value - - 225,164 225,164
BB E SR Wealth management products - 962,988 - 962,988
BAFEGAEMEE Debt instruments at fair value
W EB T through other comprehensive
income:
EWER Notes receivable - 72,276 - 72,276
- 1,035,264 225,164 1,260,428
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20 ERTEANAFER
BEER =)

DNREEBHK B
BAFEGTENEE : (&)
HAPY - ESRAMATESERBHNT

Br H%E
CONDENSED CONSOLIDATED FINANCIAL

/Z\\ Nz
FINANCIAL INSTRUMENTS (continued)

Fair value hierarchy (continued)
Assets measured at fair value: (continued)

are as follows:

—Eo=F
2023
AR®TT
RMB’000
(REEFEX)
(Unaudited)

20. FAIR VALUE AND FAIR VALUE HIERARCHY OF

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

—E -4
2022
ARET T
RMB’000
(CREEEZ)
(Unaudited)

BAFEFABSNRERE Equity investments at FVPL:
®n—A—H At 1 January 225,164 266,999
HE Purchases - 118
HeE Disposal - (5,685)
PR ERET AR MK Total loss recognised in profit or loss included in
—FENEEEE other gains — net = (20,858)
RANA=1+H At 30 June 225,164 240,574
BAFEITENERE Liabilities measured at fair value:
RBE_ZE-_ZFA=Z+AHLNHE During the six months ended 30 June 2023, there were no transfers of fair

A pemEERSRAGBMNS
BMAE R HE
BTN EBEEASBERE=R(BEC

AFEGEEE -

June 2022: Nil).

ToFRAZTHIERER - &) o

21. REBHREH

FRENBERREEZRREZTHE
PEeMBEH B ERRYESAE

o

22. fHERARERFHPEH
EUBER

REEZDHAGRALE S

RETIE -

BHEHR-Z
TZHENAThABREEESHAERRK

value measurements between Level 1 and Level 2 and no transfers into or out
of Level 3 for both financial assets and financial liabilities (six months ended 30

21. EVENTS AFTER THE REPORTING PERIOD

information.

Rk 22

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

APPROVAL OF THE UNAUDITED INTERIM

CONDENSED CONSOLIDATED FINANCIAL

INFORMATION

2023.

120 PUREEZIEREE B R A A SIHUAN PHARMACEUTICAL HOLDINGS GROUP LTD.

The unaudited interim condensed consolidated financial information was
approved and authorised for issue by the board of directors on 29 August
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