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Financial Highlights
MBERE

Sixmonths  Six months
ended ended
30 June 30 June
2021 2000 Year ended 31 December
AN
- BET-ASt-AL%E
(RMB'000) (ANREFT) AA=+H ~A=tH 2020 2019 2018 2017
kxR NEA —E-TFE —Z-NFE T\ —T—+F
Revenue EE 202,246 | 2083705 2348113 6224024 2510476 1601567
Gross profit e 100,788 | 1730841 1996566 5302202 2111667 1321151
(Loss)/profit from operations & (BR) /RF (468,906) 880,900 1,254,640 2,473,556 1,103,742 752,484
(Loss)/profit before taxation WA (B1R), SR (588,204) 757836 1010434 2269053 1102324 748,195
(Loss)/profit attributable to equity K7 EIERE AR
shareholders of the Company &1 (J518) /%M (507,028) 617,508 839455 1918709 942,536 647,101
(Losses)/earnings per share R (E58)/ B
(RMB cent) (AR¥E5)
Basic* B (58) 70 95 216 104 72
Diluted* S (31) 63 53 207 104 72
Total assets BEE 8,913,673 | 10460005 9561267 9912339 4560940 3775975
Total liabilities BeE 4,316,991 | 5486133 4457608 5289184 882,012 715,389
Net assets FEE 4,596,682 | 4973872 5103659 4623155 3678928 3,060,586
Profitability BFgED
Gross profit margin EFE 49.8% 83.1% 85.0% 85.2% 84.1% 82.5%
Operating profit margin SR & -231.9% 42.3% 53.4% 39.7% 50.4% 47.0%
Net profit margin FHEE -250.7% 29.6% 35.7% 30.6% 35.9% 39.1%
* Adjusted for the bonus issue effected in 2020. @ R T - TFE YA REITEH A -
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YiChang HEC Changliang Pharmaceutical Co., Ltd. (the “Company” or
"Pharm HEC’, together with its subsidiaries, collectively the “Group”) is a
pharmaceutical manufacturing company that focuses on the research and
development ("R&D"), manufacturing and sale of pharmaceutical products
in the therapeutic areas of anti-virus, endocrine and metabolic diseases
and cardiovascular diseases. It is a domestic pharmaceutical formulation
platform of HEC Group. The Company entered into China’s pharmaceutical
industry through the establishment of its predecessor, Yichang Changjiang
Pharmaceutical Co,, Ltd., in 2001.

Up to now, the Company has been operating for more than 20 years, and
is in the leading position in the domestic pharmaceutical industry in terms
of pharmaceutical sales performance and R&D capability. The Company
was converted into a joint stock limited company on 11 May 2015, and was
listed on the Main Board of The Stock Exchange of Hong Kong Limited (the
"Stock Exchange”) on 29 December 2015, with the stock code 01558.HK.

Since its establishment, the Company always follows the motto of “serving
the Chinese with higher standards” and has a strong industrial foundation
and leading competitive edges in manufacturing, marketing and sales of
pharmaceutical products. As at 30 June 2021, the Company has
manufactured, promoted and sold a total of 39 pharmaceutical products in
China, with more than 1,828 professional sales staff across its nationwide
product distribution network. Kewei (oseltamivir phosphate), one of the
Company's core products, is the first-line drug for clinical application of
anti-influenza virus in China and its granules form is the exclusive patented
product of the Company. Oseltamivir phosphate was included in the
National Essential Drug List (2018 Version) in 2018, and continued in 2020
to be included in the National Drug List for Basic Medical Insurance, Work-
Related Injury Insurance and Maternity Insurance (2020 Version) issued by
the Ministry of Human Resources and Social Security of the People’s
Republic of China as well as the Influenza treatment plan (2020 version)
published by National Health Commission. In 2020, oseltamivir phosphate
capsules of the Company are in accordance with the Consistency of Quality
and Efficacy Evaluation for Generic Drugs (the “Consistency Evaluation”)

standard, being the first drug variety which meets the standard in China.
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Corporate Profile
DN AEN

In addition, the Company has built strategic cooperative partnerships with
various renowned pharmaceutical enterprises. The Company also
established a joint venture company with TaiGen Biopharmaceuticals
Holdings Limited (TWSE: 4157.TWO) in Taiwan to conduct clinical trials of
combination therapy with Yimitasvir Phosphate and Furaprevir. The
Company reached a strategic cooperative partnership with China National
Accord Medicines Corporation Ltd. (SZSE: 000028.57) and kicked off the
first operational project in 2018. The Company entered into a strategic
cooperation framework agreement with Jointown Pharmaceutical Group
Co., Ltd. ("Jointown Pharmaceutical’), pursuant to which the Company
authorised Jointown Pharmaceutical as the exclusive general distribution
agent for its products of three separate standards for Kewei to be sold
through the over-the-counter (OTC) channel(s) within the PRC, the term of
cooperation is for three years. Moreover, the Company entered into a
strategic cooperation framework agreement with Alibaba Health
Technology (China) Limited (“Alibaba Health”), commencing the
cooperation to carry out influenza (“Flu”) special projects. The Company
also entered into a strategic cooperation framework agreement with
Guangdong Yihao Pharmaceutical Co., Ltd. ("Yihao Pharmaceutical”)
under 111, Inc,, pursuant to which, Yihao Pharmaceutical will assist the
Company in enhancing its brand recognition and market share through
pharmaceutical sales and promotion, online display and precise analysis
concerning the healthcare big data for its users in relation to the products
of the Company in the areas of cardiovascular diseases, endocrine diseases
and antivirus. The Company entered into a strategic cooperation
framework agreement (“Strategic Cooperation Framework
Agreement”’) with China Resources Pharmaceutical Commercial Group
Co., Ltd. ("CR Pharmaceutical Commercial’), pursuant to which, the
Company and CR Pharmaceutical Commercial will jointly develop an
internet platform dedicated to establishing online channels directly serving
end-users and patients by leveraging on the distribution network and drug
storage capability of CR Pharmaceutical Commercial, in order to enhance
response to unexpected demand for the Company’s core product, Kewei
oseltamivir phosphate series, across the PRC as well as to improve terminal
coverage of other products. The Strategic Cooperation Framework
Agreement is for a term of three years. The Company entered into a letter
of intent with Wuhan Institute of Virology, Chinese Academy of Sciences*
(AP BB BT BUZ R S A 5 FT), National Engineering Technology Research
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Center for Drugs of Emergency Prevention and Control* (B2 & 2 [y 12 2%
) TR 24 05 and Sunshine Lake Pharma Co,, Ltd* (R PS¢
BEEFPR /A A]), pursuant to which, these parties will jointly establish a
national military-civilian integrated collaborative industrialization platform
for drugs of emergency prevention and control cum national antiviral drug
centre. The Company renewed the strategic cooperation agreement ( { &
ERGARIEZEZROHERAFERITRENEXEREGRAF]
BiRS A 1EWs%) ) ("2015 Strategic Cooperation Agreement”) and
entered into a supplemental agreement to the Strategic Cooperation
Agreement (the "Supplemental Agreement”) with Shenzhen HEC
Industrial Development Co., Ltd.* (RIITT RGN EE R AR A F).
According to the Supplemental Agreement, the term of the 2015 Strategic
Cooperation Agreement shall extend five years (i.e. from 29 December
2020 to 28 December 2025). The Company believes that the
abovementioned strategic cooperative partnerships will bring broad

development prospects for the Company's business.

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

pharmaceutical consumers and our partners.

In the future, the Company will further expand its product lines and
markets, enhance the international production standards and quality of its
products and continue to expand the coverage of promotion and sales to
facilitate the further growth of business and profitability of the Company,

striving for higher economic values for our investors.
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Management Discussion and Analysis
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INDUSTRY REVIEW

In the first half of 2021, with the orderly progress of the novel
coronaviurs (“COVID-19") vaccination work and the systematic
prevention and control of outbreaks in various places, China’s
domestic pandemic has become more and more stable. However,
due to the new coronavirus mutation and other reasons, overseas
outbreaks are still in a recurring stage, and the COVID-19 pandemic
affects every aspect of human life around the world. In this context,
pharmaceutical industry, being foundation assurance of
safeguarding livelihood, was highly concerned by all aspects in the
society in the current time of crisis. The demand for In Vitro
Diagnostic products and vaccines are also gradually increasing due
to the increase in national health awareness. China’s pharmaceutical
industry shouldered the responsibilities to safeguard life and health
of 1.4 billion population, which is facing the opportunities of
significant change and integration, urging healthcare,
pharmaceutical providers to respond to the needs of current
pharmaceutical, to adjust allocation of resources, ensure steady

supply and combat the pandemic.

With the implementation of the consistency evaluation of generic
drugs and the normalization of the centralized bulk purchase of
supporting generic drugs, China’s domestic generic drug market has
gradually entered into the “new norm”. On 28 January 2021, the
General Office of the State Council of the People’s Republic of China
promulgated the “Opinions on Promoting the Normalized and
Institutionalized Development of Centralized and Volumetric Drug
Procurement” (B HEB S P S BB TIEE (L HIE(LRE
BE 5.)), which promoted the normalization and institutionalization
of centralized and volumetric drug procurement, and improve the
working mechanism of government organizations, alliance
procurement, and platform operations. It also effectively reduce the
burden of patients using the drug through guiding drug prices back
to a reasonable level, and promote the healthy development of the

pharmaceutical industry.
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Management Discussion and Analysis

INDUSTRY REVIEW (continued)

With the widespread implementation of volumetric drug
procurement policy, each province as well as city starts to explore
various modes of volume-based purchasing, establishing regional
and national alliance purchase mechanism, which form a
competitive, reasonable pricing and systematic supply assurance
system. At the same time, the regulators will continue to strengthen
direct clearing model between medical insurance funds and
pharmaceutical companies, enhance medical insurance payment
standards and centralized procurement price collaboration

mechanism, further increase accessibility and affordability of drugs.

With the completion of the fourth and fifth centralized and
volumetric drug procurement by the National Organization Office
for the Centralized Procurement of Pharmaceuticals* (B 5% 48 4% %%
fa Bt A BREE It 2 =) of the PRC on 3 February 2021 and 23 June
2021 respectively, the normalization of centralized drug
procurement has become the dominant theme in the generic drug
market, which effectively achieve a reduction in drug prices and
safeguard the clinical medication. Time after time of centralized
procurement shows that generic drug with fierce market
competition will successively be included in centralized
procurement. Under the trend of centralized drug procurement,
pharmaceutical enterprises must have an efficient R&D platform to
quickly marketed products if they intend to make generic drug. The
first is to reduce production costs and improve production efficiency;
the second is to develop the differentiation strategy to capture the
unexplored market. Therefore, it is a pressing issue for
pharmaceutical enterprises to develop innovative new drugs. R&D of
innovative new drugs will take time, which requires long-term
experience accumulation, and only innovative new drugs with value-
added clinical effect can open the market, so as to create additional
value for the enterprise. Pharmaceutical enterprises should continue
to stimulate innovation for achieving high-quality development, in

order to adapt to the new industry ecology full of challenges.

EEENWE D

TXEREE)

BEEASBEBREZESN &
LIRS TERERS T EE
FEES  EamREY - 2k
SRR PABEES - B
A3 - BEAFOHEIREER - 8
WRES - S B B R
SHBECEEBEEER  TEB
R 3% {4 3% 52 8 R SR RE (B 4R 1 4
4 SRABESHNT R RTX
i -

BB AR A B S SRR I A E R
—E-—F-_AZARZT_—FX
R +=BR#ETKFEOARER
SZREPHERE  SRERLEK
RITREMSNENEE  BUERRE
REE(E - RIBERIRASE - —IAN—IK
KSR ERRER - ThiG e R (7 R B
FREEMNASR SEREET - &4
MR B RILE - WEE =R
Fa - REEERERTS - — R
BREEKAE  BRAEERE  Z&

BCER - BIEEETIS o Bt S
A B ERE o BT AT E
T—Rme  FERFRNLR
MR WAERBEEFBRKIES
MRHBIFTEEA REFT RIS © 48R
THEEFLZ(EE BHEMETHE
WEBAFNE N  BEREREERER 1
BEEET M RN R RITENE
E o

¢

RHIERE 2021 / HERB R RITEERHBR DT 7



Management Discussion and Analysis
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BUSINESS REVIEW

1.

Summary of Overall Results

During the six months ended 30 June 2021 ("Reporting
Period"), the Group achieved a revenue of RMB202.2 million,
representing a decrease of 90.3% as compared to the
corresponding period of 2020. The decrease was primarily
attributed to the fact that 1. terminal medical institutions had
high demand for Kewei, the Company’s core product, during
the early period of the COVID-19 pandemic in 2020, which was
also the flu peak season, leading more Kewei products
delivered by the Company at that period; 2. the domestic
pandemic prevention and control measures were severe after
the outbreak of the COVID-19 pandemic in 2020, resulting in a
rapid decline in the traffic of patients in terminal medical
institutions, and causing a decline in terminal prescriptions.
During the pandemic, the inventory consumption rate of
Kewei was low due to an enhanced awareness of protection
and drop in social frequency of the public sharply; 3. Kewei has
been in the destocking stage since last year due to the large
number of deliveries of Kewei at the early period of the
COVID-19 pandemic and the decrease in the demand for
terminal Kewei prescriptions after the outbreak of pandemic,
leading to a significant decline in the Company's performance
in the first half of 2021 as compared with the first half of 2020.

YICHANG HEC CHANGJIANG PHARMACEUTICAL CO,, LTD. / INTERIM REPORT 2021
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Management Discussion and Analysis

Il. BUSINESS REVIEW (continued)

1.

Summary of Overall Results (continued)

The number of prescriptions in terminal medical institutions
has recovered significantly in 2021 due to the currently stable
trend of China’s domestic pandemic, the normalization in
terms of flow of personnel and daily social activities as well as
the increased efforts in academic promotion and newly
developed channels by the Company, resulting in a smooth
destocking of Kewei. In addition, the Company’s multiple
products have been approved to launch, which is conducive
to the Group's active development of new markets and brings
new opportunities for the Group's development. As of 30 June
2021, 11 products of the Company have won the bid for
centralized bulk purchase of drugs, among which six products
have won the bid for centralized purchase in the first half of
2021. With the help of bulk purchase of related products, in
addition to enriching the Company’s revenue structure and
increasing the Company’s profits, the Company can further
expand the channels of related product departments, enhance
the Company’s brand influence, and lay a market foundation
for the future launch of new products. At the same time, the
entering into of the “Amendments to the Non-Competition
Agreement” between the Company and Sunshine Lake
Pharma Co, Ltd* (BB R[5 ¥ B % B R A 7)) (‘Sunshine
Lake Pharma’) on 19 March 2021 is conducive to the
Company'’s introduction of more new products in a timely
manner based on market demand and its optimization of
product structure and business model, which has a positive

impact on the Company's future performance.
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BUSINESS REVIEW (continued)

1.

Summary of Overall Results (continued)

In terms of specific performance, revenue generated from the
core product of the Company, Kewei, reached RMB53.6
million, representing a decrease of 97.3% as compared to the
corresponding period of 2020. Loss and total comprehensive
loss for the period attributable to equity shareholders of the
Group (taking into account the effect of the convertible
bonds) was RMB507.0 million, representing a decrease of
182.1% as compared to the profit and total comprehensive
income for the period attributable to equity shareholders of
the Group (taking into account the effect of the convertible
bonds) of RMB617.5 million for the corresponding period of
2020. For the six months ended 30 June 2021, revenue from
Kewei (Oseltamivir Phosphate), Ertongshu (Benzbromarone
Tablets), Oumeining (Telmisartan Tablets), Olmesartan Tablets
and Levofloxacin Tablets accounted for 26.5%, 16.9%, 10.7%,

9.19% and 8.8% of the total revenue, respectively.

Due to the influence of COVID-19 pandemic in the first half of
2021, the mobility of China's domestic population has
declined, and the number of medical activities, prescriptions
and sales volume of drugs in hospitals has also decreased
accordingly. Our core product, Kewei, is a prescription
medicine sold primarily at tiered hospitals, and the sales
volume of this product has also declined due to the impact of
the COVID-19 pandemic.
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Management Discussion and Analysis

Il. BUSINESS REVIEW (continued)

1.

Summary of Overall Results (continued)

As at the date of this report, among the portfolio of six generic
drugs acquired from Sunshine Lake Pharma in 2018, the
production approvals for all have been granted, with an
overall sales income amounted to RMB71.7 million during the
Reporting Period. Amongst the 27 generic drugs portfolio
acquired by the Group from Sunshine Lake Pharma in February
2019, all of them have been applied to the China National
Medical Products Administration (‘"NMPA”) for the marketing
approval ("NDA") by Sunshine Lake Pharma. During the
Reporting Period, Apixaban Tablets (Fi] U % IT F),
Entacapone Tablets (B KA F ), Aripiprazole Tablets (Ff] 37
WK e £, Escitalopram Oxalate Tablets (FB& X B FAEL 58 ),
Febuxostat Tablets (JE #5 & fth f7), Aripiprazole Orally
Disintegrating Tablets (Fi] 32 Mk M O F§ F), Rivaroxaban
Tablets (It I F ) and Atorvastatin Calcium Tablets (BT +E
X fb T 45 Fr) were granted listing approvals. The product
portfolio of the Group will further expand once approvals of

other products are obtained.
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Management Discussion and Analysis
BEEENmR DM

Il. BUSINESS REVIEW (continued) - ¥EEDEE e

MEBREML ()

1.  Summary of Overall Results (continued) 1.

EREEE T FE B (E)

Basic information of the main drugs (products) by

therapeutic areas BEXIER
Whether it
belongs to the
new drugs
(products)
launched Production  Sales volume
Registration during the volume during during the
Main classification of Reporting the Reporting Reporting
therapeuticareas  Drug (product) name drugs (products) Period Period (box)  Period (box)
FRE (B) @ EXN&*E@W REARH REARH
TERRES EE)nEB T8 ¥E(E)m £EE(R) HEE(R)
Anti-virus Oseltamivir phosphate Class 5 active No 251,264 2,054,361
granule and capsule chemical drug
nRE BRRAMEBNRBE RIbEESH &
Anti-virus Valacyclovir hydrochloride tablet  Class 6 active No 27210 65,254
chemical drug
nRE HRERER [RIbEoka i
Anti-virus Emitasvir Phosphate Capsules Class 1 new drug Yes 3,730 190
nwRE BEGKERE nER =
Endocrine and Benzbromarone tablets (lass 4 active No 830,770 1876,043
cardiovascular chemical drug
APRROOEE FEFER RIbEE48 &
Endocrine and Glipizide capsule Class 6 active No 0 4,208
metabolism chemical drug
APRRRHEE RILERE RivEeH &
Cardiovascular Telmisartan tablet (Class 2 No 1,945,840 1,969,159
chemical drug
DMEL BRYBR L& 8 &
Cardiovascular S\mvastatln tablet Class 6 active No 0 85,860
chemical drug
LMER FHhMTH RivE 61 &
Cardiovascular Amlodipine besylate tablet Class 4 No 1,054,340 774,685
chemical drug
DIMER RERASM TR bB48 &
Cardiovascular Lisinopril tablet Class 6 active No 0 33,700
chemical drug
DIMER RAREF R [RIvE6 4 &
Cardiovascular Olmesartan Tablets Class 4 chemical drug  No 421470 1,250,215
DMELE BEDAER fLBE4 %8 &
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1. BUSINESS REVIEW (continued) - %,%E@E,E(ﬁg)
1. Summary of Overall Results (continued) 1. BEESER(E)
Basic information of the main drugs (products) by BEEHE S EEE(E)
therapeutic areas (continued) mEXEWR ()
Whether it
belongs to the
new drugs
(products)
launched Production  Sales volume
Registration during the volume during during the
Main classification of Reporting the Reporting Reporting
therapeuticareas  Drug (product) name drugs (products) Period Period (box)  Period (box)
FB%E(E) R RERGEHA HEBRH REHRH
TERRAL E(E)RER Hfo 8 HEE R LEE(R) HEE(R)
Anti-allergy Cetirizine hydrochloride (lass 6 active No 0 60,745
dispersible tablet chemical drug
niBs EERENED A R &6 &
Anti-infection Clarithromycin tablet Class 4 No 3,573,460 3783527
chemical drug
T RUBER bE48 &
Anti-infection Azithromycin capsule Class 4 No 31,009 7445
chemical drug
EREY MEHEzBR bE48 &
Anti-infection Clarithromycin Sustained (lass 6 active No 0 57,050
Release Tablets chemical drug
T RUBRERER R &6 &
Anti-infection Clarithromycin Dispersible Class 6 active No 0 900
Tablet chemical drug
IREY RUBRSHS R %6 &
Anti-infection Roxithromycin Tablet Class 6 active No 0 5775
chemical drug
IR BUERR Ric# 618 &
Anti-infection Levofloxacin Tablet Class 6 active No 1,138,860 1,148,154
chemical drug
T TERAVER Ric#6 18 &
Anti-infection Levofloxacin Lactate Tablet Class 6 active No 0 230
chemical drug
EREY ABRTARDER Rc# 618 &
Anti-infection Moxifloxacin Hydrochloride Class 4 No 0 1,464,171
chemical drug
EREY HREEDE LB4%8 &
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Summary of Overall Results (continued)

BUSINESS REVIEW (continued)

Basic information of the main drugs (products) by

Z - ¥EEOEE)

1. REEESRE)

EREEE T FE B (E)

therapeutic areas (continued) mEXEWR ()
Whether it
belongs to the
new drugs
(products)
launched Production  Sales volume
Registration during the volume during during the
Main classification of Reporting the Reporting Reporting
therapeuticareas  Drug (product) name drugs (products) Period Period (box)  Period (box)
FRE (B) @ RERBEHR HEBRH REHRH
TERRES E(E)nER Hfo 8 HEE R £EE(R) HEE(R)
Depression Duloxetine Hydrochloride (Class 4 Yes 113,175 113175
Enteric Capsules chemical drug
ner A TEARE LE48 =
Diabetes Recombinant Human Biologic drug Yes 22,809 32200
Insulin Injection for treatment
1R EAARERISR REREY =
B
Others Esomeprazole Sodium Class 6 active Yes 0 62,580
for injection chemical drug
ity RN ES Rir e =
U535
Others Fudosteine Tablets Class 3 active No 0 189,113
chemical drug
Hith BEEER RIbEE3 4 &
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Il. BUSINESS REVIEW (continued)

1.

Summary of Overall Results (continued)

Basic information of the main drugs (products) by

therapeutic areas (continued)

Admission, new entrance and logout of the main drugs
(products) in relation to the Essential Drugs List and the
Medical Reimbursement Drugs List during the Reporting

Period:

As of 30 June 2021, a total of 22 varieties (a total of 49
specifications) of the Group's drugs were included into the
National Essential Drugs List (2018 version) ({ B R & 78 %2 )
B £% 2018 5 hiR))).

As of 30 June 2021, a total of 37 varieties (a total of 88
specifications) of the Group's drugs were included into the
National Reimbursement Drug List for Basic Medical Insurance,
Work-Related Injury Insurance and Maternity Insurance (2020
version) (BEIREAEBERE - TIHEREMNEBSREESR
B $% (2020 FEhi))).

- EEREE 2

1.

MEBREML ()

BAEBRBEEHE T ETEEE(E)
mEXER (E)

HEMAAA - FTEANED
HEERR BREAGNIESE
() mfER

Bz—_2-_—%FxA=+8"
ANEBEHF22ERE(HEF49
E384%) S5 M A CBI R E AN %
¥ 8 8% (2018 FFhiR) ) °

HE-_ZT-_—FXA=1+8"
REBEHEF7EDE(HLET8S
ERE) ERAANCEARERE
BRE  THEREMEERR
285 B 8% (2020 FERR) ) °
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BUSINESS REVIEW (continued)

1.

YICHANG HEC CHANGJIANG PHARMACEUTICAL CO,, LTD. / INTERIM REPORT 2021

(i)

Z - ¥EEOEE)

Summary of Overall Results (continued) 1. FEREZELSELR(E)
Status of drugs approved for launch prior to 2020 (i) R-BE_ZFEHEHE
LR RER
Medical
Reimbursement
Drugs List
No.  Therapeutic areas Drugs Specifications Essential Drugs List (2020 version)
BRE%
i AREH B B HEAK (2020 )
1 Anti-virus Oseltamivir phosphate capsule 75mgx2 capsules 2018 Essential Drugs List ~ Maintained listed
nRE BREAMNERE 75mg X 2 W18 RER BENE
2 Anti-virus Oseltamivir phosphate capsule 75mgx 10 capsules 2018 Essential Drugs List ~ Maintained listed
o= BRERBERE 75mg X 1041 20182 FA i BEANE
3 Anti-virus Oseltamivir phosphate capsule 75mgx6 capsules 2018 Essential Drugs List ~ Maintained listed
nRs BERATMEBE 75mg X 6 2018 EER 87 BENE
4 Anti-virus Oseltamivir phosphate granule 15mgx10 packs 2018 Essential Drugs List ~ Maintained listed
nRE BRRAMEEN 15mg X 10 W018EERHE BENE
5 Anti-virus Oseltamivir phosphate granule 25mgx 10 packs 2018 Essential Drugs List ~ Maintained listed
nRs BRAMEEN 25mgx 104 20182 FA i BENE
6 Anti-virus Oseltamivir phosphate granule 15mgx12 packs 2018 Essential Drugs List ~ Maintained listed
nws BERE R ER 15mg X126 2018 EER 5 BENE
7 Anti-virus Valacyclovir hydrochloride tablet 300mgx6 tablets - Maintained listed
nRE BREEERR 300mg X6 fr - BENE
8 Anti-virus Valacyclovir hydrochloride tablet 300mgx10 tablets - Maintained listed
nmRs BENEEER 300mg X 105 - BENE
9 Endocrine and metabolism Benzbromarone tablet 50mgx10 tablets 2018 Essential Drugs List ~ Maintained listed
KA BRAH RESER 50mg X 105 2018 E%H 5% BENE
10 Endocrine and metabolism Benzbromarone tablet 50mgx30 tablets 2018 Essential Drugs List ~ Maintained listed
AR R KRERR 50mg X 3055 2018 EE 8} BENE
1 Endocrine and metabolism Benzbromarone tablet 50mgx28 tablets 2018 Essential Drugs List ~ Maintained listed
AR RREER 50mg X 28 & 2018 EEE 5 BENE
12 Endocrine and metabolism Benzbromarone tablet 25mgx28 tablets - Maintained listed
AR RAH KRFER 25mgx 285 - BENE
13 Endocrine and metabolism Glipizide capsule 5mgx30 capsules 2018 Essential Drugs List ~ Maintained listed
Ao RRH TR3IER R 5mg X 3041 018 EE A BENE
14 Cardiovascular and others Amlodipine besylate tablet 5mgx7 tablets 2018 Essential Drugs List ~ Maintained listed
DIE RE A AERAAN TR Smg X7 018EZER K YN
15 Cardiovascular and others Amlodipine besylate tablet 5mgx14 tablets 2018 Essential Drugs List ~ Maintained listed
DIE REAM ARRAEANTH SmgX 145 20182 ZH 5% BENE
16 Cardiovascularand others Amlodipine besylate tablet 5mgx28 tablets 2018 Essential Drugs List ~ Maintained listed
DIME R AERAENTH 5mg X 28F 2018 2ZEH 5% BENE



BUSINESS REVIEW (continued)

1.

(i)

Management Discussion and Analysis

Z - ¥EEOEE)

EEENWE D

Summary of Overall Results (continued) 1. FEREZELSELR(E)
Status of drugs approved for launch prior to 2020 (i) R-ZFE-SFZEHE
(contined) EHHREGER ()
Medical
Reimbursement
Drugs List
No.  Therapeutic areas Drugs Specifications Essential Drugs List (2020 version)
BRER
i AREH R B HER% (2020 )
17 Cardiovascular and others Telmisartan tablet 40mgx7 tablets - Maintained listed
DIE REM BRER 4mg X7 5 - BENE
18 Cardiovascularand others Telmisartan tablet 40mgx 14 tablets - Maintained listed
DIE REM BROBR 40mg X 14 F - BENE
19 Cardiovascular and others Telmisartan tablet 80mgx7 tablets - Maintained listed
DIE REA, BAYEkR 80mg X7k - BENE
20 Cardiovascular and others Telmisartan tablet 80mgx 14 tablets - Maintained listed
DIE REM BRER 80mg X 1455 - BENE
21 Cardiovascular and others Cetirizine hydrochloride 10mgx6 tablets - Maintained listed
dispersible tablet
DIERE BERENEIRN 10mg X6 /7 - BENE
22 Cardiovascular and others Cetirizine hydrochloride 10mgx 12 tablets - Maintained listed
dispersible tablet
DIME RE A HRERENEDR 10mg X 127 - BENE
23 Cardiovascular and others Cetirizine hydrochloride 10mgx24 tablets - Maintained listed
dispersible tablet
DIERE HERENRIRR 10mg X 24 7 - BENE
24 Cardiovascular and others Simvastatin tablet 10mgx10 tablets 2018 Essential Drugs List ~ Maintained listed
DIE REM TR 10mg X 105 2018 EER 87 BENE
25 Cardiovascular and others Simvastatin tablet 20mgx7 tablets 2018 Essential Drugs List ~ Maintained listed
LME REM FHMTH 0mgX7H 218EEE 8} EENE
26 Cardiovascular and others Simvastatin tablet 20mgx 14 tablets 2018 Essential Drugs List ~ Maintained listed
DIE REM FHRATH 0mgX 145 2018 EEEA 5 BIENE
27 Cardiovascular and others Fudosteine tablet 200mgx12 tablets - Maintained listed
DIE REA, B%aAkR 200mgX 12 f7 - BENE
28 Cardiovascular and others Fudosteine tablet 200mgx20 tablets - Maintained listed
DIE REA B%EEN 200mg X 20 = BENE
29 Cardiovascular and others Esomeprazole sodium forinjection ~ 40mgx1 vial - Maintained listed
DIERE SR AR MR 40mgx 1% - BENE
30 Cardiovascular and others Esomeprazole sodium forinjection ~ 20mgx1 vial - Maintained listed
DIE RE 81N ARSI 20mgX 1% - BENR
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BUSINESS REVIEW (continued)

Z - ¥EEOEE)

1.  Summary of Overall Results (continued) 1. FEREZELSELR(E)
(i)  Status of drugs approved for launch prior to 2020 (i) REBE-SFFEHE
(contined) EHHREGER ()
Medical
Reimbursement
Drugs List
No.  Therapeutic areas Drugs Specifications Essential Drugs List (2020 version)
BRE#
Fi AREH B B HER% (2020 )
31 Cardiovascular and others Lisinopril tablet 10mgx14 tablets 2018 Essential Drugs List ~ Maintained listed
DM REf AL 10mg X 14F 2018 B E 8% BENE
32 Cardiovascular and others Olmesartan tablets 20mgx 14 tablets - Maintained listed
DIE REM REVEER Wmgx 145 - BENE
33 Cardiovascular and others Olmesartan tablets 20mgx28 tablets - Maintained listed
DM RE A BEDAER 20mg X 285 - BENE
34 Anti-infection Clarithromycin tablet 250mgx6 tablets 2018 Essential Drugs List ~ Maintained listed
nEg ANBRA 250mg X6 2018 B A 8% BENE
35 Anti-infection Clarithromycin dispersible tablet 250mgx6 tablets 2018 Essential Drugs List ~ Maintained listed
nEg RUBENHA 250mg X6 5 WBEERH BENE
36 Anti-infection Levofloxacin lactate tablet 100mgx10 tablets - Maintained listed
nER ABTERVER 100mg X 10/ - BENE
37 Anti-infection Roxithromycin tablet 150mgx6 tablets - Maintained listed
EE BOBZRR 150mg X6 - BENE
38 Anti-infection Roxithromycin tablet 150mgx 12 tablets - Maintained listed
nEE BUEZR 150mg X 12 5 8 BENE
39 Anti-infection Azithromycin capsule 250mgx6 capsules 2018 Essential Drugs List ~ Maintained listed
nEE MAEZBE 250mg X 641 018EER BENE
40 Ant-infection Fluconazole capsule 50mgx6 capsules 2018 Essential Drugs List ~ Maintained listed
g ARUBE 50mg X 65 218 EER 8 BENE
41 Anti-infection Fluconazole capsule 50mgx10 capsules 2018 Essential Drugs List ~ Maintained listed
EZS AFUBE 50mg X 104 2018EEA % BENE
42 Anti-infection Ciprofloxacin hydrochloride tablet 250mgx20 tablets 2018 Essential Drugs List ~ Maintained listed
nEZ ERRRDER 250mg X 20 2018 RER $ BENE
43 Ant-infection Moxifloxacin hydrochloride tablet 04gx3 tablets 2018 Essential Drugs List ~ Maintained listed
EE HEREFEHER 049%3k 201858 B 8% BENE
44 Anti-infection Levofloxacin Itablet 0.509x3 tablets 2018 Essential Drugs List ~ Maintained listed
nEg TEALER 05gx3k 218EER % BENE
45 Anti-infection Levofloxacin tablet 0.25gx 6 tablets - Maintained listed
nEE TERDER 02596k - BENE
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Il. BUSINESS REVIEW (continued)

1.  Summary of Overall Results (continued)

(i)  Status of drugs approved for launch in 2020

Z - ¥EEOEE)

1. REEESRE)

i) R-E-_FFEEHMEL

HYZ @158
Medical
Reimbursement
Essential Drugs List
No.  Therapeuticareas  Drugs Specifications Drugs List (2020 version)
BRE&
B REEH By B BEE& (2020 1)
1 Anti-HBV Entecavir Tablets 0.5mg 2018 Essential Drugs List ~ Maintained listed
N RS BERER 05mg W18EER BENE
2 Anti-HBV Entecavir Tablets 10mg 2018 Essential Drugs List ~ Maintained listed
RS BERER 10mg WIBEEREK RENE
3 Diabetes Recombinant Human Insulin Injection 3ml:300 units (prefilled pen-type) 2018 Essential Drugs List ~ Maintained listed
BxRE SEARBRHIR 3mi300 Bfz (£75) 018EER BEAE
4 Diabetes Linagliptin Tablets 5mg 2018 Essential Drugs List ~ Maintained listed
1R FI&5IT R 5mg WIBEER R BENE
5 Diabetes Linagliptin and Metformin Each tablet contains 2.5mg of - Maintained listed
Hydrochloride Tablets (1) linagliptin and 500mg of
metformin hydrochloride
xR MIBSLT=FEMA () BREMBINT 25mg R —FE - BEAE
Al 500mg
6 Diabetes Linagliptin and Metformin Each tablet contains 2.5mg of - Maintained listed
Hydrochloride Tablets (1) linagliptin and 850mg of
metformin hydrochloride
BxKR MABZIT=FEMA () BREFIIT o mg RER=FE - BB
fl850mg
7 Diabetes Sitagliptin Phosphate Tablets 25mg 2018 Essential Drugs List ~ Maintained listed
B BEABIITH 25mg WIBEERF YN
8 Diabetes Sitagliptin Phosphate Tablets 50mg 2018 Essential Drugs List ~ Maintained listed
BRR HEREIITH 50mg WIBEER & BENE
9 Diabetes Sitagliptin Phosphate Tablets 100mg 2018 Essential Drugs List ~ Maintained listed
R BRERTTH 100mg 2018 REE $% BEANE
10 Diabetes Sitagliptin Phosphate and Metformin Each tablet contains 50mg (interms of - Maintained listed
Hydrochloride Tablets (1) sitagliptin) of sitagliptin phosphate and
850mg of metformin hydrochloride
BRR FRSIT = FEMA () &R EHEERIT 50mg A g

RERTRE 2021 / HERBG A RITIEXRMDAR AT
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BUSINESS REVIEW (continued)

1.  Summary of Overall Results (continued)

(i)  Status of drugs approved for launch in 2020

Z - ¥EEOEE)
4088 e R (15

R-B-EFEREMEL

(continued) R E T 5% (&)
Medical
Reimbursement
Essential Drugs List
No.  Therapeuticareas  Drugs Specifications Drugs List (2020 version)
BRE&
B RREH R B BER% (2020 1)
1 Diabetes Alogliptin Benzoate Tablets 6.25mg - Maintained listed
BRR RRBEWREFT R 6.25mg - BENE
12 Diabetes Alogliptin Benzoate Tablets 125mg - Maintained listed
7S RREMRFT R 125mg - BENE
13 Diabetes Alogliptin Benzoate Tablets 25mg - Maintained listed
BxRE RRBIRIT R 25mg - A
14 Cardiovascular system  Ticagrelor Tablet 60mg 2018 Essential Drugs List ~ Maintained listed
LIEZ5 BRIEEA 60mg WIBEER BENE
15 Cardiovascular system  Ticagrelor Tablet 90mg 2018 Essential Drugs List ~ Maintained listed
INiESH i 90mg WIBEERH BENE
16 Cardiovascular system  Rosuvastatin Calcium Tablets 5mg 2018 Essential Drugs List  Maintained listed
DIERS AT TS5 R 5mg 8EER K EENE
17 Cardiovascular system  Rosuvastatin Calcium Tablets 10mg 2018 Essential Drugs List ~ Maintained listed
DIEFS o dED 10mg 18 EER BENE
18 Proton pump inhibitor, Esomeprazole Magnesium 20mg - Maintained listed
a class of Enteric-Coated Capsules
acid-suppression
medication
EfRgEE  VARZHNEEA 20mg - N
NEEY Bz
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EEENWmE DM

1. BUSINESS REVIEW (continued) - %%ﬁ@ﬁﬁ(@)
1.  Summary of Overall Results (continued) 1. FEREZELSELR(E)
(ii)  Status of drugs approved for launch in 2020 (i) R-ZE_ZSFEFEHELE
(continued) mHERER (&)
Medical
Reimbursement
Essential Drugs List
No.  Therapeuticareas  Drugs Specifications Drugs List (2020 version)
BRAZ
B RREH R B BER% (2020 1)
19 Proton pump inhibitor, - Esomeprazole Magnesium 40mg - Maintained listed
a class of Enteric-Coated Capsules
acid-suppression
medication
EFRMSEE  UARRHRERS 40mg - BENE
fEEY Bh
20 Schizophrenia Olanzapine Orally- 5mg - Maintained listed
disintegrating Tablets
BRARIE RATOEA 5mg = BENE
21 Schizophrenia Olanzapine Tablets 5mg 2018 Essential Drugs List ~ Maintained listed
BRI RATH 5mg 2018EER 8 BENE
2 Schizophrenia Olanzapine Tablets 10mg 2018 Essential Drugs List ~ Maintained listed
BRI RATH 10mg 2018EER &7 BEANE
3 Depression Duloxetine Hydrochloride Enteric Capsules 20mg - Maintained listed
neE HREATRTRRABE 20mg 3 BENE
2 Depression Duloxetine Hydrochloride Enteric Capsules 30mg - Maintained listed
neE BEERAR TERBE 30mg - BENE
25 Depression Duloxetine Hydrochloride Enteric Capsules 60mg - Maintained listed
neE BEERETRABE 60mg - EENE
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Il. BUSINESS REVIEW (continued)

1.  Summary of Overall Results (continued)

(iii) ~ Status of drugs approved for launch during the

Z - ¥EEOEE)

1. REEESRE)

(i) RERAEHELTHIE

Reporting Period @ 1Ex
Medical Reimbursement
Essential Drugs List

No. Therapeutic areas Drugs Specifications Drugs List (2020 version)

% RRAH &R B HERR BRAZ(20205R)

1 Schizophrenia Aripiprazole Tablets 5mg 2018 Essential Drugs List Maintained listed
BRARE PR 5mg 218 EBE 8 BEANE

2 Schizophrenia Aripiprazole Tablets 10mg 2018 Essential Drugs List Maintained listed
RRORE Oy 10mg WIBEERH BENE

3 Schizophrenia Aripiprazole Orally 10mg 2018 Essential Drugs List Maintained listed

distintegrating Tables

RBIWAHE WIS IR AR 10mg WIBEERH BENE

4 Schizophrenia Aripiprazole Orally 15mg - Maintained listed

distintegrating Tables

BEARIE MRMAHA 15mg - gENE

5 Parkinson’s disease Entacapone Tablets 029 - Maintained listed
ek BitRBR 02g = BENE

6 Depression Escitalopram Oxalate Tablets 5mg 2018 Essential Drugs List Maintained listed
ner BRI AIER LR 5mg 2018 EBEE 8 BEANE

7 Depression Escitalopram Oxalate Tablets 10mg 2018 Essential Drugs List Maintained listed
neE BENABRERR 10mg 018EER EENE

8 Depression Escitalopram Oxalate Tablets 15mg - Maintained listed
neE BENAEREHR 15mg - BENE

9 Depression Escitalopram Oxalate Tablets 20mg 2018 Essential Drugs List Maintained listed
ner BRI AIER LR 20mg 2018 EBE 8 BEANE

10 Hyperuricemia with gout symptoms - Febuxostat Tablets 40mg - Maintained listed
BRRERM SRR NE Al 40mg - EENE

1 Hyperuricemia with gout symptoms  Febuxostat Tablets 80mg - Maintained listed
BRRERBRRME Al 80mg - BENE

22
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Il. BUSINESS REVIEW (continued)

1.  Summary of Overall Results (continued)

(iii) ~ Status of drugs approved for launch during the

Reporting Period (continued)

Z - ¥EEOEE)

1. REEESRE)

(i) RERAEHELTHIE
mIEX (&)

Medical Reimbursement

Essential Drugs List

No. Therapeutic areas Drugs Specifications Drugs List (2020 version)

F%  RRAH &R B HERR BRAZ(20205R)

12 Hypercholesterolemia Atorvastatin Calcium Tablets 10mg 2018 Essential Drugs List Maintained listed
EiEEEME Mkt TER 10mg WIBEER K BB

13 Hypercholesterolemia Atorvastatin Calcium Tablets 20mg 2018 Essential Drugs List Maintained listed
BEEEME Mkt TSR 20mg WIBEER K BENE

14 Hypercholesterolemia Atorvastatin Calcium Tablets 40mg - Maintained listed
BREEENE Mk TSR 40mg - BENE

15 Anticoagulant Apixaban Tablets 25mg - Maintained listed
Al MR 25mg - BN

16 Anticoagulant Rivaroxaban Tablets 10mg 2018 Essential Drugs List Maintained listed
bl Gill /3l 10mg 218 EBE 8 BEAE

17 Anticoagulant Rivaroxaban Tablets 15mg 2018 Essential Drugs List Maintained listed
i MR 15mg WISEBR BENE

18 Anticoagulant Rivaroxaban Tablets 20mg 2018 Essential Drugs List Maintained listed
bl itk ith 20mg 218 EBEE 8 BEANE
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ll. BUSINESS REVIEW (continued) Z - ¥EEFDE )
2.  R&D Progress 2. THBRER
The Group made outstanding R&D progress in the therapeutic —_E—FEEF AEERE
areas of anti-virus, endocrine and metabolic diseases during MERRESMA D W EA R
the first half of 2021. RAEHEERE TEEAER -
1.  Anti-virus therapeutic area 1. HimEEE

The Phase Il clinical trial for NS3/4A protease inhibitor
furaprevir jointly developed with TaiGen Biopharmaceuticals
in combination with Emitasvir Phosphate is nearly
completed and such new drug application is expected to be
submitted at the end of 2021.

2.  Endocrine and metabolic diseases area 2.
The Group strives to develop insulin products in endocrine
and metabolism area and has a comprehensive product

line plan, which covers both the second and the third

generations of insulin.
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Il. BUSINESS REVIEW (continued)

2.  R&D Progress (continued)

Z - ¥EEOEE)

2.

2. Endocrine and metabolic diseases area (continued)

The latest progress of the insulin products during the

MEBER (A
2. AZHWURABEEEL

BEMAN - RERRIIE

Reporting Period is as follows: mERFERNOT :
Percentage
changein
the amount
for the
current period
Expensed  Capitalised Percentageof Percentage of as compared
R&D R&D R&D R&D R&D to the same
investment  investment  investment investment investmentin Lastperiod period
Projects amount amount amount inrevenue operatingcosts  investment lastyear Explanation
HEEA HERA i 398 HEREA rHLER
HERA L4 U1 fhER g% LERH
BB &8 &8 8 LN AL Bl LBRA 2BH FRHY
RMB000 RMB'000 RMB'000 %) (%) RMB000 (%)
ARBTT  ARETR ARETR (%) (0  ARBTT (%)
Isophane Protamine 3,550 - 3,550 1.8% 35% 27368 -87.0%  Decrease in clinical trial fees
Recombinant Human at the clinical stage
Insulin Injection before launching
(Pre-mixed 30R)
RERBEARER 3550 - 3550 18% 35% 27368 G0 ETATE - BRARERD
TSI (% 30R)
Insulin Glargine Injection 14757 - 14757 73% 14.5% 17,790 -17.0%  Decrease in clinical trial fees
atthe clinical stage
before launching
HRRSRIIR 14757 - 14757 73% 14:5% 17,79 700 ETATE - BRARERD
Insulin Aspart Injection 2672 = 2672 13% 26% 6756 604%  Decrease in clinical trial fees
at the clinical stage
before launching
FARBRLIR 267 - 267 13% 26% 6756 040 ETATE - BRARERD
Insulin Aspart 30 Injection 2397 - 2397 12% 24% 23039 -89.6%  Decrease in clinical trial fees
atthe clinical stage
before launching
RESAEBEINE) 2397 - 2397 12% 24% 23039 806% EMATH - BRARERD
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BUSINESS REVIEW (continued)

2.

R&D Progress (continued)

2.

Endocrine and metabolic diseases area (continued)

The Group’s insulin products are developed in
accordance with standards on biosimilar drugs adopted
in Europe and the United States with quality equivalent
to originator drugs. The recombinant human insulin
injection developed by the Group were approved to
launch, and the results of clinical trials show that the
statistics of those injection are highly consistent in terms
of efficacy, safety and stability when compared with the
originator biologics. The Group also has a comprehensive
product line, which covers both the second and the third
generations of insulin, that meets the clinical medication
needs of doctors and patients. Moreover, the product line
adopts a yeast expression system which is advanced in

technology and easy for large scale production.

The Company has received approval notice from the
NMPA relating to registration for domestic production
of Insulin Glargine, Insulin Aspart 30 Injection and Insulin
Aspart Injection, the Company’s self-developed

products.

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

and improve the revenue structure of the Group.

- EEDO )

2.
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1. BUSINESS REVIEW (continued) —_ %,%ﬁ =] EE (%)
2.  R&D Progress (continued) 2. WHRER(E)
2.  Endocrine and metabolic diseases area (continued) 2. AD R ACH % A
(&)
Percentage
changein
the amount for
the current
period as
Acquired/ Expensed  Capitalised Percentageof Percentage of compared to
R&D R&D R&D R&D R&D the same
investment investment investment  investment investmentin Last period period
Projects amount amount amount inrevenue operating costs  investment lastyear  Explanation
BA/ HERA HHRA HERA HRRA rHEER
HEEA EBAf Ee(7 R g% LERH
&R £ 2 k2 WALLAI AL Al LHRA 2BUH  BRHA
RMB'000 RMB'000 RMB'000 (%) (%) RMB'000 (%)
ARBTT ARETT ARETR (%) ()  ARETTL (%)
Rongliflozin 26891 31 26,860 13.3% 265% 536,367 050%  Decrease in clinical
L-Pyroglutamic Acid trial fees at the
clinical stage
ERRRARINE 26891 3 26860 133% 265% 536367 9%50%  BREE -
ARERD
Liraglutide 7,545 - 7,545 37% 74% 57334 -86.8%  Decrease in clinical
trial fees at the
clinical stage
MAR 7545 - 7,545 37% 74% 57334 868%  FRRMER -
AREHS
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BUSINESS REVIEW (continued)

2.

R&D Progress (continued)

3.

Progress of generic drug portfolio acquired from

Sunshine Lake Pharma

On 10 July 2018, the Company entered into an
acquisition agreement with Sunshine Lake Pharma,
pursuant to which the Company agreed to acquire the
know-how, approvals for manufacturing and marketing

and the right to sale of six generic drugs.

For details, please refer to the announcements of the
Company dated 10 July 2018, 15 August 2018 and 30
August 2018 and the circular of the Company dated 30
July 2018.

On 25 February 2019, the Company entered into an
acquisition agreement with Sunshine Lake Pharma,
pursuant to which the Company acquired the
intellectual property rights, industrial property rights
and ownership rights in relation to 27 pharmaceutical

products within the PRC.

For details, please refer to the announcements of the
Company dated 25 February 2019 and 10 May 2019 and
the circular of the Company dated 9 April 2019.

Z - ¥EEOEE)

2.

YICHANG HEC CHANGJIANG PHARMACEUTICAL CO,, LTD. / INTERIM REPORT 2021

MBER (F)

RERREAEXKIEZ
RELSER

R—FT-N\FELA+H-
AARHEERRECEE
RIS B R o RIBFX
& RNAEWEeE T
B R TRE - EEM E

MHXOEEEREE
f& o

HBEFLRARFBESA
—Z2-NFEtA+H =
Z-NFNA+HEBAEZ
Z-NFNA=FTHZA
ERARARBHPE T
—NE+tA=Z+HZA
& o

RZE-NF-HA=+Hh
B RNARIEERRRB
BEEFT T WIE % o IRIB
ZaE - AR AR 27 1E
ZmBERNFERNTE
HGRERE - TEEREMAT
B

HERL2EARRAEA
—E-hNEFEZA=+HH
kZZE—-NFRA+AHZ
ANERAABHHA=T
—NEEANBZBEE -



Management Discussion and Analysis

Il. BUSINESS REVIEW (continued)

2.  R&D Progress (continued)

3.

Progress of generic drug portfolio acquired from

Sunshine Lake Pharma (continued)

During the Reporting Period, Apixaban Tablets,
Aripiprazole Tablets, Entacapone Tablets, Escitalopram
Oxalate Tablets, Febuxostat Tablets, Aripiprazole Orally
Disintegrating Tablets, Rivaroxaban Tablets and
Atorvastatin Calcium Tablets were approved to listing.
These products approved to listing further enriched the
Group's product lines and offered more medical choices
with both high quality and fair price for patients. The
Group also continuously promotes the progress of new
products development and management line and
strives to supplement undesirable clinical medication
needs. The latest progress of other drug portfolio

acquired from Sunshine Lake Pharma are as follow:

EEENWE D

Z - ¥EEOEE)
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Progress of generic drug portfolio acquired from

Sunshine Lake Pharma (continued)

BUSINESS REVIEW (continued)

R&D Progress (continued)

Progress of drug portfolio acquired in 2018

Z - ¥EEOEE)

2.

MBER (F)
3. RERRBAEXKEZ
RELSER (E)

“E-N\FRBERER

Number of
passed
Drugs Consistency
Registration Domestic Number of filed  Evaluation
Therapeuticareas  Name of product Indications Classification progress manufacturers  manufacturers
BHRE BB-HMT
REES EmEH ol 3 BYERIR ErER HZEE ERz%E
Anti-infection Clarithromycin Tablet Anti-infection Class 6 chemical drug ~ Approved Over 30 6
e RAMER R & 13 BY21 BiB30K 6%
Anti-infection Clarithromycin Sustained Anti-infection Class 6 chemical drug ~ Approved 17 1
Release Tablets
nEE RUEEEER nE &:13 BY 31 7R 1%
Anti-infection Levofloxacin Tablets Anti-infection Class 6 chemical drug ~ Approved Over 30 12
IRE TERDE nEg & 132 BB BiB30R [VER
Anti-infection Moxifloxacin Tablets Anti-infection Class 4 chemical drug ~ Approved Over 30 13
R BEVER R & 28 R BB30R BR
Cardiovasculardrugs  Olmesartan Tablets Hypertension Class 4 chemical drug ~ Approved Over 30 7
DILE REDEER & ME t&48 EEH BiB30R IER
Digestive system Esomeprazole magnesium Gastricacid related  Class 3 chemical drug ~ Approved Over 30 3
drugs Enteric-Coated Capsules diseases
RILZS YRxANER ABE  BRERRR ft&38 RY21 BB30R 3K
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Il. BUSINESS REVIEW (continued)

Z - ¥EEOEE)

2.  R&D Progress (continued) 2. WHRER(E)

3. Progress of generic drug portfolio acquired from 3. RERRBAXBXWKEZ
Sunshine Lake Pharma (continued) TREHLER (E)
Progress of drug portfolio acquired in 2019 —E-hhFKRBERER

Number of
passed
Drugs Numberof ~ Consistency
Registration Domestic ~ Estimated filed Evaluation
Therapeutic areas Name of product Indications  Classification progress  approvaldate manufacturers manufacturers
ELEA BR-IM
RREE EmtH BEE ENEMAR AngR  BAEMEE HIHE FERZHE
Cardiovascular drugs Ticagrelor Tablets Antithrombus ~ Class 4 chemicaldrug  Approved ~ N/A Over30 18
HIE EfiRER nn 848 538 TER HiB0K 18K
Cardiovascular drugs Apixaban Tablets Antithrombus ~~ Class4 chemicaldrug  Approved ~ N/A QOver30 13
HINE PSR L3 ft#a8 5238 18R BB0R [EE
Cardiovascular drugs Atorvastatin Calcium Tablets Hyperlipidemia ~ Class 4 chemicaldrug  Approved ~ N/A QOver 30 14
LIE A TR il L8438 5Y: 1 T#R i EEIES 145
Cardiovascular drugs Rosuvastatin Calcium Tablets Hyperlipidemia ~ Class 4 chemical drug  Approved ~ N/A Over30 20
HIE TSR Sl 848 B34 il BH0R 0%
Cardiovascular drugs Amlodipine Tablets Hypertension ~ Class 6 chemicaldrug  Approved  N/A QOver 30 Over 30
DI aguTh RlE % 13- BEH T#R BB0K BB0K
Cardiovascular drugs Metoprolol Succinate Sustained ~ Hypertension  Class 3 chemical drug ~ Filed 2022 17 0
— release Tablets

DIE RHRERAREER Sl 838 RLiE ZEIZF TR 0%
Cardiovascular drugs Clopidogrel Tablets Antithrombus ~ Class 4 chemical drug ~ Filed 202 QOver30 11
i EMRE nm ft#4% [BLE ZEICZE BRNX (IR
Cardiovascular drugs Rivaroxaban Tablets Antithrombus ~ Class 4 chemicaldrug  Approved — N/A QOver 30 3
HINE MR ni &8 BY:41 T#R BB0R BX
Anti-viral/antiinfective Entecavir Tablets HBV (lass 4 chemical drug  Approved  N/A QOver 30 17

drugs
hks/ R BERER HBY 848 BEl  TERE BBNE U7X
Anti-viral/antiinfective Tenofovir Alafenemide Tablets HBV/HV (lass 4 chemical drug ~ Filed 222 3 1

drugs
rs/nEE RRBREER HBY/HIV k848 BRE  —F2f 3% 1%
Antiviral/antiinfective Azithromycin Tablets Anti-infection  Class 4 chemical drug ~ Filed 2022 Over30 6

drugs
RS/ EE M&Ezh g &2 [BL:E ZBICE BBNE 6F
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1. BUSINESS REVIEW (continued) - %%ﬁ@ﬁﬁ(@)
2.  R&D Progress (continued) 2. WHRER(E)

3. Progress of generic drug portfolio acquired from 3. RERRBAXBXWKEZ
Sunshine Lake Pharma (continued) TREHLER (E)
Progress of drug portfolio acquired in 2019 —E-hhFKRBERER

Number of
passed
Drugs Numberof ~ Consistency
Registration Domestic  Estimated filed Evaluation
Therapeutic areas Name of product Indications  Classification progress  approvaldate manufacturers manufacturers
Lk ER-AM
RREE EmtH BEE ENEMAR AnER REURE HRYE TERZHE
Nervous system drugs Olanzapine Tablets Schizophrenia  Class4 chemicaldrug  Approved  N/A Over30 14
BIRAR RATH BOARE (B4R [5L:38 TER HB0K [LEA
Nervous system drugs Olanzapine Orally Schizophrenia  Class 4 chemicaldrug  Approved — N/A 17 6
Disintegrating Tablets
AL RATOER BOARE (B4R Y 3id T#R 7% 6%
Nervous system drugs Entacapone Tablets Parkinson's DiseaseClass 4 chemical drug  Approved — N/A 6 1
BEZG B kR MERFRE (B4R 538 ol 6% 1%
Nervous system drugs Aripiprazole Tablets Schizophrenia  Class 4 chemicaldrug - Approved — N/A 26 4
BIEAR Oy BOARE  (B4E 5238 TER A 4%
Nervous system drugs Avipiprazole Orally Schizophrenia  Class 3 chemicaldrug - Approved — N/A 9 3
Disintegrating Tablets
BIEZG (Ol ROARE (3% 338 MR 9% 3%
Nervous system drugs Duloxetine Enteric Capsules Depression (lass 4 chemical drug  Approved — N/A 25 8
BIEES FABTHABE ek 423 5238 oy lii BR 8%
Nervous system drugs Escitalopram Tablets Depression (lass 4 chemical drug  Approved — N/A Over30 1
BEAG LAERER R e ft#a8 BEH 18R BB0F [1E:
Endocrine/ metabolic drugs  Sitagfiptin Metformin Type 2 Diabetes  Class4 chemicaldrug  Approved — N/A 7 2
Hydrochloride Tablets
LYY FERFIT =R &M WERE B4R EEH il % 2%
Endocrine/ metabolic drugs * Linagfiptin Tablets Type2 Digbetes  Class4chemicaldrug  Approved ~ N/A 14 3
nak/ R IFNT WERE B4R 5238 TR 145 3%
Endocrine/ metabolic drugs  Sitagfiptin Tablets Type 2 Diabetes  Class4 chemical drug  Approved — N/A 4 5
ALY YIS | fiziyin) WERE  E4E EEH TER pIER 5%
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Il. BUSINESS REVIEW (continued)

Z - ¥EEOEE)

2.  R&D Progress (continued) 2. WHRER(E)

3.  Progress of generic drug portfolio acquired from 3. REFRFEBEIEBXEZ
Sunshine Lake Pharma (continued) TREHLER (E)
Progress of drug portfolio acquired in 2019 —E-hFRBERER

Number of
passed
Drugs Numberof ~ Consistency
Registration Domestic  Estimated filed Evaluation
Therapeutic areas Name of product Indications  Classification progress  approvaldate manufacturers manufacturers
Lk BR-A
AREE EntR BEE ENEmAR AnER  EEMRE HEZUE TEEZEHE
Endocrine/ metabolic drugs - Linagliptin and Metformin Type 2 Diabetes  Class4 chemicaldrug  Approved — N/A 4 1
Hydrochloride Tablets
MDA/ R FRFLT =R WERE B4R BER  TER 4% E:
LG
Endocrine/ metabolic drugs - Alogliptin Tablets Type 2 Diabetes  Class 4 chemical drug  Approved — N/A 3 10
by YA 3T WERE B4R 538 @R B3R 0%
Endocrine/ metabolic drugs - Febuxostat Tablets Hyperuricemia ~ Class 3 chemicaldrug  Approved ~ N/A QOver 30 6
by IYALE] Fmath RREME  E38 2Y: 41 T#R BONEK 6%
Urinary system drugs Sildenafil Tablets £D, PAH (lass 4 chemical drug ~ Filed 202 Over30 6
HEREG AR ED * PAH 848 BL:E ZTCCE BRNE 6K
Urinary system drugs Tadalafil Tablets £D, PAH (lass 4 chemical drug  Approved — N/A 2 14
WA RN ED - PAH €0 Bl TEA DR 143
Urinary system drugs Solifenacin Tablets Bladder (lass 4 chemical drug ~ Filed 2022 15 5
Hyperactivity
Disorder
HERES ey ki BREBE  (E4H Bl St N ¥ 4 5%
Notes: Bt aE
HBV:  Hepatitis B Virus HBV : ZEFFARS
HIV:  Human Immunodeficiency Virus HV:  AERERERS
ED:  Erectile Dysfunction ED:  ZhREINRE[ERT
PAH:  Pulmonary Artery Hypertension PAH :  FBENAR = EE
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BUSINESS REVIEW (continued)

Sales Performance Review

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

products are as follows:

The revenue of Kewei (Oseltamivir Phosphate) granules
and capsules amounted to RMB53.6 million, accounting

for 26.5% of the total revenue;

The revenue of Ertongshu (Benzbromarone Tablets)
amounted to RMB34.1 million, accounting for 16.9% of

the total revenue;

The revenue of Oumeining (Telmisartan Tablets)
amounted to RMB21.7 million, accounting for 10.7% of

the total revenue;

The revenue of Olmesartan Tablets amounted to
RMB18.5 million, accounting for 9.1% of the total

revenue,;

The revenue of Levofloxacin Tablets amounted to
RMB17.9 million, accounting for 8.8% of the total

revenue.

The total revenue of the above mentioned five drugs, being
the core products of the Group, accounted for 72.0% of the

total revenue.
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Management Discussion and Analysis

Il. BUSINESS REVIEW (continued)

3.

Sales Performance Review (continued)

Oseltamivir Phosphate, the Company’s core product, is the
first-line drug for treatment of influenza (“Flu”) in the PRC,
which can be used in the treatment and prevention of Flu A
and Flu B and is listed in the Influenza Treatment Guidance

(2020 version) (CRITHEREZEAR(ZZEZFR))).

During the Reporting Period, the Group was impacted by the
COVID-19 pandemic. During the pandemic, patients with mild
and chronic diseases also reduced the frequency to visit
hospitals, so as to avoid cross-infection caused by crowds.
Therefore, the overall traffic of visit to the hospital, the number
of diagnosis and treatment activities and the amount of
prescriptions had all decreased significantly and the sales
volume of drugs therefore had also declined. With China’s
domestic pandemic situation under control, the amount of
outpatient services is gradually increasing, and the demand
for treatment will be gradually released. It is expected that
sales volume of drugs will be gradually resumed in the future.

During the Reporting Period, the Group continued to adopt its
comprehensive marketing strategy by four sale teams, i.e. a
self-operated sales team responsible for the academic
promotion of core drugs in Class Il or above hospitals, a self-
operated sales team handling all drugs in general practitioner-
based medical institutions (Class | hospitals and clinics), a self-
operated sales team responsible for all drugs in OTC
pharmacies and a distribution-based team responsible for
generic drugs in hospitals ranked Class Il and above. During
the Reporting Period, the Company also started expanding its
online pharmacy channel and cooperated with a number of
well-known online channel operators. As of 30 June 2021, the
Group has a total of 1,828 staff in its sales teams. The
establishment of these four sales teams shall lay a solid
foundation to the sales volume of the Group’s product
portfolio in all channels.
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BUSINESS REVIEW (continued)

4.

YICHANG HEC CHANGJIANG PHARMACEUTICAL CO,, LTD. / INTERIM REPORT 2021

Production Review

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

continuously.

At the same time, the Group is attentive about production
safety and environmental protection. In respect of production
safety, the Group has implemented safety education,
strengthened safety risk management and promoted the
establishment of safety standards to ensure no occurrence of
any major safety incidents. In respect of environmental
protection, the Group takes environmental protection as its
mission and adheres to green production. Specific measures
were taken to deal with various pollutants generated during
the production process so as to achieve the recycle of

resources and environmental protection at the same time.
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Management Discussion and Analysis

lll. OPERATION RESULTS AND ANALYSIS

1.

Revenue

For the six months ended 30 June 2021, the revenue of the
Group amounted to RMB202.2 million, representing a
decrease of 90.3% as compared to RMB2,083.7 million for the
corresponding period of last year. The Group’s revenue from
Kewei products during the Reporting Period amounted to
RMB53.6 million, representing a decrease of 97.3% compared
to the corresponding period of last year. The decrease in the
revenue from Kewei products was mainly attributed to the
fact that 1. terminal medical institutions had high demand for
Kewei, the Company’s core product, during the beginning of
the COVID-19 pandemic in 2020 and the flu peak season,
leading more Kewei products were sold by the Company at
that period; 2. China's domestic pandemic prevention and
control was severe after the outbreak of the COVID-19
pandemic in 2020, resulting in a rapid decline in the traffic of
patients in terminal medical institutions, and causing a decline
in terminal prescriptions. During the pandemic, the inventory
consumption rate of Kewei was low due to an enhanced
awareness of protection and a drop in social frequency of the
public sharply; 3. Kewei has been in the destocking stage from
last year to the end of the Reporting Period due to the large
number of deliveries of Kewei during the early stage of the
COVID-19 pandemic and the decrease in the demand for
terminal Kewei prescriptions after the outbreak of pandemic,
leading to a significant decline in the Company's performance
in the first half of 2021 as compared with the first half of 2020.
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OPERATION RESULTS AND ANALYSIS (continued)

1.

Revenue (continued)

The number of prescriptions in terminal medical institutions
has recovered significantly in 2021 due to the currently stable
trend of China’s domestic pandemic, the normalization in
terms of flow of personnel and daily social activities as well as
the increased efforts in academic promotion and newly
developed channels by the Company, resulting in a smooth
destocking of Kewei. In addition, the Company’s multiple
products have been approved to launch, which is conducive
to the Company’s active development of new markets and
brings new opportunities for the Company’s development;
meanwhile, the Company’s multiple products have won the
bid for centralized bulk purchase of drugs, which is conducive
to the Company’s further expansion of the sales of related
products, so as to increase market share and enhance the
Company’s brand appeal; furthermore, the entering into of the
“Amendments to the Non-Competition Agreement” between
the Company and Sunshine Lake Pharma on 19 March 2021 is
conducive to the Company’s introduction of more new
products in a timely manner based on market demand and its
optimization of product structure and business model, which

has a positive impact on the Company's future performance.
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lll. OPERATION RESULTS AND ANALYSIS (continued)

1.

Revenue (continued)

The following table illustrates the revenue from products of

= REXBENRDW(®)

EEE(E)

TREIAEE S RFAEE

each therapeutic area of the Group and as a percentage of the AR R T (b e T A
total revenue: P

Turnover —F 2]

Change as

compared

with the

For the six months ended 30 June corresponding

HEXA=ZTHLAER period of 2020

2021 2020 Lt St 23

—E--F —Z-% G2l

RMB’'000 % RMB000 % (%)

ARBT R % ARETRL % (%)

Anti-viral drugs nASEN 57,300 28.3% 1,968,526 945% -97.1%

Including: core product Kewei  E b : ZOERAIE 53,635 26.5% 1967317 94.4% -97.3%

Cardiovascular drugs LIEEY 44,207 21.9% 30,706 15% 44.0%

Endocrine and metabolicdrugs MR AHEZEY 34,193 16.9% 39465 19% -13.4%

Others Hit 66,546 32.9% 45,008 21% 47.9%

Total @5t 202,246 100.0% 2,083,705 100.0% -90.3%
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OPERATION RESULTS AND ANALYSIS (continued)

2.

Cost of Sales

The Group's cost of sales consists of (i) cost of raw materials,
primarily including cost of raw materials, ancillary materials
and packaging materials; (ii) labour cost, primarily including
salaries and benefits of our staff directly involved in
manufacturing of our products; (iii) manufacturing cost ,
primarily including depreciation of machinery, equipment and
plant and cost of labour protection materials, fuel, machine oil
and maintenance; and (iv) patent fee paid to third parties in
relation to patents and licences. For the six months ended 30
June 2021, the cost of sales of the Group amounted to
RMB101.5 million, representing a decrease of 71.2% as
compared to RMB352.9 million for the corresponding period
of last year, which was mainly due to the decrease in sales

volume.

The following table illustrates the cost of sales of each of the

= REXBENDTE)
2. WHERX

REBHERABRE () RIMF

R EBZREME - B &
EMBEKAR: QALK
N FTEREERLBEEMEE
MBIz TEMEH @ Q) &iE
EH- Egﬁ%%H 5 1 M =
WITEER - BERs Mﬂm
&m\ﬁﬂ~%m&¢&

ﬁﬂﬁﬁﬂ#ﬂﬁﬁzﬁi
ﬁmﬁﬂﬁ HE-ZT-_—F
NAZTHIEREAR A£E
HIHEXNARARE 101588
T REAFRBHARKE3529
BB 712%  £BHRH
BRI o

TRE AL B B8 F AL

therapeutic areas of the Group and as a percentage in the HERAMIGEHEEKRANT

total cost of sales: DB
Cost of Sales HERLK

Change as

compared

with the

For the six months ended 30 June corresponding

BEAAZTALAAA period of 2020

2021 2020 H-F-SE

—E--F kS Gl 34

RMB'000 % RMB000 % (%)

ARBTR % ARETR % (%)

Anti-viral drugs nREEY 11,026 10.9% 320,162 90.7% -96.6%

Including: core product Kewei ~ E A : BOER AR 10,146 10.0% 319800 90.6% -96.8%

Cardiovascular drugs DIEEY 29,561 29.1% 8,139 23% 263.2%

Endocrine and metabolic drugs WA RA AT ES 7,286 7.2% 3960 1.1% 84.0%

Others Hity 53,585 52.8% 20603 59% 160.1%

Total @t 101,458 100.0% 352,864 1000% -71.2%
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lll. OPERATION RESULTS AND ANALYSIS (continued)

3.

Gross Profit

For the six months ended 30 June 2021, gross profit of the
Group was RMB100.8 million, representing a decrease of 94.2%
as compared to RMB1,730.8 million for the six months ended
30 June 2020, which was mainly due to the decrease in sales

of core product Kewei during the Reporting Period.

The following table illustrates the gross profit attributable to
each therapeutic area of the Group and as a percentage of our

total gross profit:

Gross Profit

EEENWE D

= REXBENRDW(®)

E7

HE-_ZT-—FXA=1+HIL
ANEA - AEBEMNEMNAEAR
1008 BB REE_T =
ZEXNA=ZTHLERNEANA
R#1,7308 8 BT 2 942% -
FERARZOE R BN ®
EHEE R AT

TREIAEE R BEREN
ENBERBRRIEBENNT
DEER

ER
Change as

compared
with the

For the six months ended 30 June

corresponding

BEXA=THLXER period of 2020

2021 2020 B-B-%F

—E-—F —E-EE ELib-2(d

RMB'000 % RMB'000 % (%)

ARET % AR%TL % (%)

Antiviral drugs nREEY 46,274 45.9% 1,648,364 95.2% -97.2%
Including: core product Kewei  E#/ : D Em A 43,489 43.1% 1647517 95.2% -97.4%
Cardiovascular drugs OIE &Y 14,646 14.5% 22567 13% -35.1%
Endocrine and metabolic drugs 7 W I R AT KA 224 26,907 26.7% 35,505 2.1% -24.2%
Others Hit 12,962 12.9% 24405 14% -46.9%
Total a5t 100,788 100.0% 1,730,841 100.0% -94.2%
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OPERATION RESULTS AND ANALYSIS (continued)

4.

Other Net Expenses/Income

Other net expenses/income of the Group mainly included (1)
government subsidies, primarily representing amortization of
government subsidies for the construction of the production
line for Kewei recognized by instalments in accordance with
accounting standards, and other subsidies or incentives
granted by the local government, (2) interest income, (3) net
foreign exchange, (4) fair value change on convertible bonds
embedded in conversion option, (5) net profit or loss of
disposal of fixed assets, and (6) other miscellaneous gains. For
the six months ended 30 June 2021, other net expenses of the
Group amounted to RMB56.6 million, representing a decrease
of RMB104.9 million as compared to RMB48.3 million of other
net income for the corresponding period of last year, which
was mainly due to the decrease in income from fair value
change on conversion option embedded in convertible
bonds.
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lll. OPERATION RESULTS AND ANALYSIS (continued)

5.

Expenses Analysis

For the six months ended 30 June 2021, the Group's expenses
amounted to RMB632.4 million in total, representing a
decrease of RMB387.7 million as compared to RMB1,020.1
million for the six months ended 30 June 2020. The main

components of the Group's expenses are as follows:

= REXBENRDW(®)

BRASMH

HE-_ZT-—FXA=1+HIL
ANEA - AEBEBAHRFAR
e4BEBL REE-T =
ZEXNA=ZTHLERNEANA
RE10200 BT AR
77EETL - AEEEEER
BRI -

Change as

compared

For the six months ended with the

30 June

corresponding

BZXA=1+HIEAEAR period of 2020

2021 2000 B-B-BHE

—E-—F —ETHF EH %L

RMB’000 RMB'000 (%)

ARSTRE  ARBTT (%)

Distribution costs A AR 258,929 686,862 -62.3%

Administrative expenses THEEMRX 185,124 160,322 15.5%

R&D cost [AREID TN 49,666 54,983 -9.7%
Impairment (loss)/reversalon B 5 K H fth fiE Yg 718

trade and other receivables A (E518), #E 19,420 5.171) -475.6%

Finance costs BE KA 119,298 123,064 -3.1%

Total HBEt 632,437 1,020,060 -38.0%
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OPERATION RESULTS AND ANALYSIS (continued)

5.

Expenses Analysis (continued)

Distribution costs mainly consist of (1) marketing expenses
relating to conducting academic promotion activities and
other marketing activities, (2) travelling expenses for marketing
purposes, (3) labour cost, and (4) other expenses. The decrease
in distribution costs was mainly due to (1) the corresponding
decrease in marketing costs driven by shrinking sales scale of
the Group's products; (2) a decrease in marketing expenses
and travelling expenses relating to the organization of
academic promotion activities and other marketing activities,
which were mainly due to the substantial decrease in
academic promotion activities as a result of COVID-19

pandemic.

Administrative expenses mainly consist of (1) salary and
welfare benefits for the management and administrative
personnel, (2) depreciation and amortization costs relating to
our office facilities and land use rights, and (3) other
miscellaneous expenses. The increase in administrative costs
was mainly due to the increase in depreciation and
amortization costs.

For the six months ended 30 June 2021, the Group's
investment in R&D amounted to RMB122.2 million in total,
representing 60.4% of the revenue and a decrease of 82.2% as
compared to the corresponding period of last year, among
which expenses were RMB49.7 million and capitalized

expenditures were RMB72.5 million.

Finance costs mainly represent interests on bank loans and
convertible bonds. The finance costs maintained at the same

level of the corresponding period of last year.

= REXBRDW (@)
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lll. OPERATION RESULTS AND ANALYSIS (continued)

6.

Other Operating Expenses

For the six months ended 30 June 2021, the Group has no

other operating expenses.

Loss/Profit Before Taxation

For the six months ended 30 June 2021, the Group's loss
before taxation amounted to RMB588.2 million in total,
representing a decrease of 177.6% as compared to the profit
before taxation of RMB757.8 million for the six months ended
30 June 2020, which was mainly due to decrease in sales

volume of core product Kewei.

Income Tax

For the six months ended 30 June 2021, the income tax credits
of the Group amounted to RMB81.2 million, and the income
tax expenses amounted to RMB141.1 million for the six
months ended 30 June 2020, which was mainly due to the
fact that the Company recorded a loss on profit before
taxation for the first time, which was deducted from income

tax.

Loss/Profit for the Reporting Period

For the six months ended 30 June 2021, the Group recorded a
net loss amounted to RMB507.0 million for the first time,
representing a decrease of 182.2% as compared to the net
profit of RMB616.7 million for the six months ended 30 June
2020.

EEE W

w2 AT

REEBR DN E)

HthEemx
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§O

BEAIERER
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OPERATION RESULTS AND ANALYSIS (continued)

10.

YICHANG HEC CHANGJIANG PHARMACEUTICAL CO,, LTD. / INTERIM REPORT 2021

Loss/Profit and Total Comprehensive Income for the
Period attributable to Equity Shareholders of the

Company

For the six months ended 30 June 2021, loss and total
comprehensive income for the period attributable to equity
shareholders of the Company (without taking into account
the effect of the convertible bonds) was RMB346.0 million,
representing a decrease of 149.7% as compared to profit and
total comprehensive income for the period attributable to
equity shareholders of the Company (without taking into
account the effect of the convertible bonds) of RMB695.9

million for the six months ended 30 June 2020.

For the six months ended 30 June 2021, loss and total
comprehensive income for the period attributable to equity
shareholders of the Company (taking into account the effect
of the convertible bonds) was RMB507.0 million, representing
a decrease of 182.1% as compared to profit and total
comprehensive income for the period attributable to equity
shareholders of the Company (taking into account the effect
of the convertible bonds) of RMB617.5 million for the six
months ended 30 June 2020.

= REXBENRDW(®)
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Management Discussion and Analysis

IV. FINANCIAL POSITION

1.

Overview

As of 30 June 2021, the Group's total assets amounted to
RMB8,913.7 million, with total liabilities of RMB4,317.0 million
and shareholders' equity of RMB4,596.7 million.

As of 30 June 2021, the Group’s capital is mainly derived from
product sales and is used in production workshop
construction, distribution and administrative management
etc. The management has clear goals and records in budget,
financial and operating performance, and actively monitors

them and regularly evaluates internal control measures.

EEENWE D

- B EARR

BE

HE-_T-_—FXA=+8"
REBBEEERAR®ES3T
BET AREBAERARE
431708 BT REERBA
R¥E 45067 BB °

HE—_ZT-_—F<A=+8"
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IV. FINANCIAL POSITION (continued)

48

Net Current Assets

The following table sets forth our current assets, current

liabilities and net current assets for the dates indicated.

- IR ()

2. RBEEFE

TREHBAFIRFHR B EER
BEE RPEABEMRPEE

SHE o
As at As at
30 June 31 December
2021 2020
R=F—_—F R-ZZT-TF
ANA=+H +t-—A=+—H
RMB’000 RMB'000
AR¥T R ARET T
Current assets REBEE
Inventories Ve 392,077 378,268
Trade and other receivables B 5 M H M EWFRIE 391,975 599,757
Prepayment SELNE S 29,184 19,927
Restricted cash XRES 134,212 221,191
Cash and cash equivalents HERIESEEY 1,327,642 2,044,967
Total current assets REEERTE 2,275,090 3,264,110
Current liabilities REEE
Trade and other payables H 5 N E M ER IR 1,050,416 1,259,440
Contract liabilities =R ON=RE 33,153 56,152
Bank loans IRITEK 13,075 345,987
Interest-bearing borrowings sHEER - 2474817
Deferred income RIEW z= 8,135 4379
Current taxation payable FETENEATR IR - 20,438
Total current liabilities wWREEE 1,104,779 4161213
Net current assets BREBEE 1,170,311 (897,103)
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IV. FINANCIAL POSITION (continued)

2.

Net Current Assets (continued)

As at 30 June 2021, the Group recorded the total current
assets of RMB2,275.1 million, as compared to RMB3,264.1
million as at 31 December 2020. During the Reporting Period,
the net current assets of the Group increased by RMB2,067.4
million due to the combined effect of the decrease in current
assets by RMB989.0 million as the decrease in sales, and the
decrease in total current liabilities by RMB3,056.4 million
mainly resulting from the convertible bonds were reclassed to

non-current liability as it won't be repayable within 12 months.

Gearing Ratio and Quick Ratio

Gearing ratio represents the total interest bearing loans as at a
record date divided by total equity as at the same record date.
Quick ratio represents current assets (excluding inventories) as
at a record date divided by current liabilities as at the same
record date. The Group's gearing ratio increased from 59.0%
on 31 December 2020 to 67.1% on 30 June 2021 and quick
ratio increased from 0.69 times on 31 December 2020 to 1.7

times on 30 June 2021.

EEENWE D

- IR ()

RBEEFE(E)

RZEZ—F"A=+H =&
SEBESRDEELEARE
WHBIABIL RZEZETF
+ZA=+—HAAARE3264.1
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9890 BETL MEREEHKTA
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BET ZE8BAEEFER
FEEEMARK 200748 &
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IV. FINANCIAL POSITION (continued)

50

m & AT

Cash Flow Analysis

- IR ()

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

4.

BRERDW

AEBERSRERMTRAR

For the six months ended

30 June
BEANA=T+HLNEA
2021 2020
—E-—%F —ETHF
RMB’000 RMB'000
AR®T T ARETT
Net cash (used in)/generated s EB) G, BB
from operating activities REFE (461,795) 1,338,996
Net cash used in investing activities KREEHREAIREFE (329,431) (965,002)
Net cash generated EEEHELENRESIFE
from financing activities 73,607 192,048
Net (decrease)/increase in BeRIReFEHERF
cash and cash equivalents (), tEhnE (717,619) 566,042
For the six months ended 30 June 2021, the Group’s net cash Bz—_Z-_—®XA=1+HI
used in operating activities was RMB461.8 million, and net NEA AREBKLEFHRL

cash generated from operating activities was RMB1,339.0

million for the corresponding period of 2020, which was

mainly due to the decrease in sales.

The Group’s net cash outflow in investing activities was

RMB329.4 million, representing a decrease of RMB653.6 million

as compared with the corresponding period of 2020, which

was mainly due to the decrease in the prepayments for the

purchase of intangible assets.
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IV. FINANCIAL POSITION (continued)

4.

Cash Flow Analysis (continued)

In the first half of 2021, the Group’s net cash inflow from
financing activities was RMB73.6 million, representing a
decrease of RMB118.4 million as compared to the net cash
inflow of RMB192.0 million for the corresponding period of
2020. The change was mainly due to the decrease in proceeds
from bank borrowing and increase in the repayment of mature

bank loans.

Bank Loans

As at 30 June 2021, the balance of the Group's bank loans was
RMB460.3 million, representing a decrease of RMB75.5 million
as compared to RMB535.8 million as at 31 December 2020, in
which loans with fixed interest rate was nil, loans with floating
interest rate was RMB456.0 million, and discounted note
receivables was RMB4.3 million. The Group is in good liquidity
position with sufficient funding and has no repayment risk. All
bank loans of the Group are denominated in RMB and

borrowed from domestic banks in the PRC.

Capital Structure

As at 30 June 2021, the Group's total equity attributable to
equity shareholders of the Company amounted to RMB4,384.1
million, representing a decrease of RMB507.0 million as
compared to RMB4,891.1

decrease was mainly due to the Group suffered a loss from

million as at 31 December 2020. The

operation for the first time during the Reporting Period.

EEE W
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IV. FINANCIAL POSITION (continued)

52

7.

Capital Expenditure

In order to meet the production demand for our products, the
Group constructed plants and buildings, machines and
equipment and acquired relevant interests of drugs in
progress in 2021 with an aggregate capital expenditure of
RMB424.5 million, representing a decrease of 57.5% as
compared to RMB998.7 million in the corresponding period of
2020.

Major Purchase and Sales

On 19 March 2021, the Company waived the right to acquire
the R&D and commercialization rights of seven pipeline
projects (i.e. HIF-PHD inhibitor, soluble guanylate cyclase
stimulator, mineralocorticoid receptor antagonist, farnesoid X
receptor, 5-HT reuptake inhibitor and 5-HT1A receptor partial
agonist, FLT3 highly selective inhibitor and Axl and Mer
double-target small molecule tyrosine kinase inhibitor) from
Sunshine Lake Pharma. As the projects above are currently
under the pre-clinical research stage to phase | of clinical
stage, it is expected to have a long R&D cycle, large R&D
investment and high R&D risk. Moreover, the projects above
have little relevance to the indication area deployment,
product pipeline layout and future development plans of the
Company. Considering that the subsequent acquisition of the
projects above will involve significant devotion in terms of
time and capital to establish and improve the production
workshops and commercial promotion teams in the relevant
indication fields, while the overall cost is material and the
return on profit is uncertain, the Company waived the pre-

emptive right over the projects above.

For details, please refer to the announcement of the Company
dated 19 March 2021.
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IV. FINANCIAL POSITION (continued)

9.

10.

11.

Contingent Liabilities

As of 30 June 2021, the Group did not provide any external

guarantees.

Pledge of the Group's Assets

As of 30 June 2021, the Group’s fixed assets amounting to
RMB609.3 million and bills receivable amounting to RMB14.2
million were pledged to secure bank loans and as pledge for

issuing bank acceptance notes.

Foreign Exchange and Exchange Rate Risk

The Group's business mainly operates in the PRC. Other than
the convertible bonds and bank deposits denominated in
foreign currencies, the Group does not have any other material

direct exposure to foreign exchange fluctuations.

- IR ()

10.

11.
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12.

13.

14.

YICHANG HEC CHANGJIANG PHARMACEUTICAL CO,, LTD. / INTERIM REPORT 2021

Employee and Remuneration Policies

As at 30 June 2021, the Group has a total of 3,857 employees.
The staff costs, including directors” emoluments but excluding
any contributions to pension scheme, were approximately
RMB53.98 million for the six months ended 30 June 2021. The
objective of the Group’s remuneration policy is to motivate
and retain talented employees to achieve the Group’s long-
term corporate goals and objectives. The Group's employee
remuneration policy is determined by taking into account
factors such as the overall remuneration standard in the
industry and employee’s performance. The management
reviews the Group’s employee remuneration policy and
arrangements on a regular basis. Moreover, social insurance
contributions are made by the Group for its PRC employees in

accordance with the relevant PRC regulations.

Hedging Activities

For the six months period ended 30 June 2021, the Group did
not enter into any hedging transactions relating to foreign

exchange risk or interest rate risk.

Future Plans for Material Investment or Capital

Expenditure

As of the date of this report, the Group does not have any plan
for material investment or capital expenditure, other than the
investment and capital expenditure mentioned in other parts

of this report.
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V. OTHER SIGNIFICANT EVENTS

1.

- HWERSHE

Approval Status and Registration Acceptance of the 1. EmEfERIMRIERER
Products
Date of
No. Indications Name of Product Progress Remarks Announcement
P EREE EmEB ER B DNERH
1 Diabetes Insulin Aspart 30 Injection  Registration of domestic ~ Self-developed by the 19 February 2021
production accepted Company
HERm RS BREE ADE B EHE -
307151 MR —AtNE
2 Diabetes Insulin Aspart Injection  Registration of domestic  Self-developed by the 1 March 2021
production accepted Company
HERm PFIRBEEE BREE ALNEEEHE —T-—F
TR e =A—H
3 Schizophrenia Aripiprazole Tablets Approved to launch Acquired from Sunshine 25 February 2021
Lake Pharma
Fa1e 0 2E B SR e #oE ET HERRS T
HEEEW —A=+AA
4 Schizophrenia Avripiprazole Orally Approved to launch Acquired from Sunshine 24 May 2021
Disintegrating Tablets Lake Pharma
FE1% ) BUE (v B BT HERREG —ET-—fF
R FEEEEE AA=+mA
5 Parkinson'’s disease Entacapone Tablets Approved to launch Acquired from Sunshine 7 April 2021
Lake Pharma
tHERm Bt RAA b Aol RERRS —ET-—F
HERWE mA+A
6 Depression Escitalopram Oxalate Approved to launch Acquired from Sunshine 19 April 2021
Tablets Lake Pharma
ik Phd BB AR #fE ET HERRS —T-—F
KEMR HEEEW mA+AR
7 Hyperuricemia with Febuxostat Tablets Approved to launch Acquired from Sunshine 14 May 2021
symptom of gout Lake Pharma
AR RAEM FmAltA B BT e ERR —E-—fF
= PR B [ E HEEXEWEE AATMA
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V. OTHERSIGNIFICANT EVENTS (continued) - HMEAREHE %)

EmERHERIAIERR

1.  Approval Status and Registration Acceptance of the 1.

56

Products (continued)

(&)

Date of
No. Indications Name of Product Progress Remarks Announcement
i EREE EmER ER i AERH
8 Hypercholesterolemia Atorvastatin Calcium Approved to launch Acquired from Sunshine 28 June 2021
Tablets Lake Pharma
= e B A FFEfA)T #ofEE RERRS —T-—fF
e e ~AZ+AR
9 Anticoagulation Apixaban Tablets Approved to launch Acquired from Sunshine 5 February 2021
Lake Pharma
FUER I BaTOR > 3 B EH HEREE —Z_—F
FEEE W —AAH
10 Anticoagulation Rivaroxaban Tablets Approved to launch Acquired from Sunshine 25 May 2021
Lake Pharma
FUEE I b allisay i i) RERRS —TZ—F
BRI AA=+AA
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Management Discussion and Analysis

V. OTHER SIGNIFICANT EVENTS (continued)

Successful Bid for the Centralized Procurement of

Products

On 3 February 2021, the Company participated in the tender
process in respect of the Fourth National Centralized
(BBt B R AR A B &R R
#X H8) organized by the National Organization Office for the

Procurement of Pharmaceuticals

Centralized Procurement and Usage of Pharmaceuticals* (B4
FEBEQETRBENCAB S RENLQ=E)
Esomeprazole Magnesium Enteric-coated Capsules,
Levofloxacin Tablets, Duloxetine Hydrochloride Enteric-coated
Capsules and Telmisartan Tablets have won the bid for the

centralized procurement.

For details, please refer to the announcement of the Company
dated 3 February 2021.

On 23 June 2021, the Company participated in the tender
process in respect of the Fifth National Centralized
Procurement of Pharmaceuticals (55 F #it B R 48 45 & o &
FRERE#) organized by the National Organization Office for the
Centralized Procurement and Usage of Pharmaceuticals* (B
IR AR 4 %5 o B R R BB T FR B & FREE A =) Aripiprazole
Tablets and Rivaroxaban Tablets have won the bid for the

centralized procurement.

For details, please refer to the announcement of the Company
dated 24 June 2021,
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V. OTHER SIGNIFICANT EVENTS (continued)
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Waiver of Pre-Emptive Right 3.

References are made to the 2015 Strategic Cooperation
Agreement entered into between the Company and
Shenzhen HEC Industrial Development Co., Ltd* (3 JIl 1 &
5yt B 22 E B R A 7)) (‘Shenzhen HEC Industrial”) on 6
December 2015 and the Supplemental Agreement entered
into between the Company and Shenzhen HEC Industrial on
24 December 2020 for the renewal of the 2015 Strategic
Cooperation Agreement, in which the Company has the
acquisition right and pre-emptive right over the research and
development results of the pharmaceutical R&D segment of

its controlling shareholder and actual controller.
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Management Discussion and Analysis
EEENWmE DM

V. OTHERSIGNIFICANT EVENTS (continued) - HMEAREHE %)

Waiver of Pre-Emptive Right (continued)

In March 2021, the Company was informed by Shenzhen HEC
Industrial that in order to focus on the R&D project of its anti-
infection and antitumor metabolic core product lines,
Sunshine Lake Pharma (which is controlled by Shenzhen HEC
Industrial) intended to grant the R&D and commercialization
rights of seven pipeline projects with independent intellectual
property rights (i.e. HIF-PHD inhibitor, soluble guanylate
cyclase stimulator, mineralocorticoid receptor antagonist,
farnesoid X receptor, 5-HT reuptake inhibitor and 5-HT1A
receptor partial agonist, FLT3 highly selective inhibitor and AxI
and Mer double-target small molecule tyrosine kinase
inhibitor) to external parties by way of, including but not
limited to, exclusive licensing, and inquired with the Company
on whether to exercise the pre-emptive right under the 2015
Strategic Cooperation Agreement and the Supplemental
Agreement. As the projects to be licensed are currently under
the pre-clinical research stage to phase | of clinical stage, it is
expected to have a long R&D cycle, large R&D investment and
high R&D risk. Moreover, the projects to be licensed have little
relevance to the indication area deployment, product pipeline
layout and future development plans of the Company.
Considering that the subsequent acquisition of the products
under such projects will involve significant devotion in terms
of time and capital to establish the production workshops and
commercial promotion teams in the relevant indication fields,
while the overall cost is material and the return on profit is
uncertain, the Company waived the pre-emptive right over

the projects.

For details, please refer to the announcement of the Company
dated 19 March 2021.
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V. OTHER SIGNIFICANT EVENTS (continued)
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4.

Amendments to the Non-Competition Agreement

As the Company and Sunshine Lake Pharma (being a
controlled subsidiary of the controlling shareholders of the
Company) will make more specific arrangements in relation to
the business cooperation, the relevant contents of the 2015
Non-Competition Agreement will no longer be applicable to
Sunshine Lake Pharma. Therefore, the controlling shareholders
of the Company proposed to amend the 2015 Non-
Competition Agreement to stipulate that the relevant
contents of the 2015 Non-Competition Agreement will no
longer be applicable to Sunshine Lake Pharma. On 19 March
2021, the Company (i) entered into the 2021 Non-Competition
Agreement with HEC Pharm Co,, Ltd.* (E S B3 Y ZEZ AR D
ABRA 7)), Yichang HEC Pharmaceutical Co., Ltd.* (B & RF5
3 BR % 2 B R 2 &) (formerly known as Linzhi HEC
Pharmaceutical Investment Co,, Ltd.* (PR BEG Jt 2545 E
ABRA 7)), Dongguan HEC Industrial Development Co., Ltd.*
REMEB X E ¥ %R AR 2R F), Shenzhen HEC
Industrial Development Co, Ltd* CRIITT R G K B EHRE
AR A7), Ruyuan Yao Autonomous County Yuneng Electric
Industrial Co,, Ltd* (FLIRERBRGRERETEXZRBRA
A]), Ruyuan Yao Autonomous County Xinjing Technology
Development Co, Ltd* (FLIRER B A GH REBHRERE
R A &]), Ms. Guo Meilan (28488 ) and Mr. Zhang Yushuai (5%
ERM) (the 2021 Non-Competition Agreement’), pursuant
to which, the provisions involving Sunshine Lake Pharma (as a
controlled subsidiary of the controlling shareholders of the
Company) were excluded from the 2021 Non-Competition
Agreement. Other terms of the 2021 Non-Competition
Agreement remain the same as the terms of the 2015 Non-
Competition Agreement; (i) entered into the Sunshine Lake
Pharma Non-Competition Agreement with Sunshine Lake
Pharma (the “Sunshine Lake Pharma Non-Competition
Agreement’), pursuant to which, the Company and Sunshine
Lake Pharma (a) undertook and procured their respective
subsidiaries to undertake certain scope of non-competition
and commitments with the counterparty and its subsidiaries;
and (b) agreed to cooperate in sales of pharmaceutical
products within the PRC; and (iii) entered into the Gift
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Management Discussion and Analysis
EEENWmE DM

V. OTHER SIGNIFICANT EVENTS (continued)

4.

Amendments to the Non-Competition Agreement

(continued)

Agreement on Equity Interests with Shenzhen HEC Industrial
Development Co, Ltd* ORI RIGHEEERBR Q)
(the "Gift Agreement on Equity Interests’, together with
the 2021 Non-Competition Agreement and the Sunshine Lake
Pharma Non-Competition Agreement, collectively the
“Revised Non-Competition Agreements”), pursuant to
which, the controlling shareholders of the Company intended
to transfer 10% of the equity of Sunshine Lake Pharma to
compensate the Company through themselves or a third
party designated by them.

On 25 June 2021, the shareholders of the Company (other
than Guangdong HEC Technology Holding Co., Ltd* (&R &
b5 Yt BHTIZE IR I 1D B BR A &))) approved the Revised Non-
Competition Agreements at the 2021 first extraordinary
general meeting of the Company.

On 10 August 2021, the Company received a notice from
Shenzhen HEC Industrial Development Co., Ltd.* (/& Yl 77 &
[ 5% & ¥ % B B R 2 7)) that it has designated its
controlling subsidiary, Yichang HEC Research Co,, Ltd* (B &
B 5 ¢ B E B R 2 7)) (being the direct controlling
shareholder of Sunshine Lake Pharma), to transfer 10% of the
equity of Sunshine Lake Pharma to the Company. As at the
date of this report, Sunshine Lake Pharma has completed the
relevant registration procedures in respect of the aforesaid
change in shareholding interests with the market regulation
department.

For details, please refer to the announcements of the
Company dated 19 March 2021, 25 June 2021 and 10 August
2021 and the circular of the Company dated 28 May 2021.
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5.

Continuing Connected Transactions and Connected

Transactions

On 19 March 2021, Dongguan Yangzhikang Pharmaceutical
Co, Lid* (REMS 2 B & & FR K EAF]) (‘Dongguan
Yangzhikang') and Ruyuan HEC Pharmaceutical Co,, Ltd.* (%L
TR 5 2 5 R A 7)) (‘Ruyuan HEC Pharmaceutical’)
entered into the API Purchase Contract (1), pursuant to which,
Dongguan Yangzhikang agreed to purchase active
pharmaceutical ingredients (“APIs”), such as Alogliptin
Benzoate, Moxifloxacin Hydrochloride and Aripiprazole, from
Ruyuan HEC Pharmaceutical, and the annual cap for the year
ending 31 December 2021 thereunder is RMB5,000,500.

On 19 March 2021, Dongguan Yangzhikang and Yichang HEC
Biochemical Manufacturing Co. Ltd* (E & BB ¢ 4 1k & %
A R 2 7)) ('Yichang HEC Biochemical Manufacturing’)
entered into the API Purchase Contract (Il), pursuant to which,
Dongguan Yangzhikang shall purchase APIs such as
Clarithromycin from Yichang HEC Biochemical Manufacturing,
and the annual cap for the year ending 31 December 2021
thereunder is RMB19,200,000.

On 19 March 2021, the Company and Ruyuan HEC
Pharmaceutical entered into the API Purchase Contract (Ill),
pursuant to which, the Company agreed to purchase APIs
such as Alogliptin Benzoate, Escitalopram Oxalate,
Aripiprazole, Linagliptin, Sitagliptin phosphate monohydrate
and Rivaroxaban from Ruyuan HEC Pharmaceutical, and the
annual cap for the year ending 31 December 2021 thereunder
is RMB5,099,100.
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V. OTHER SIGNIFICANT EVENTS (continued)

5.

Continuing Connected Transactions and Connected

Transactions (continued)

On 19 March 2021, the Company and Shaoguan HEC
Packaging and Printing Co,, Ltd.* (EARE SR 5 Y B 2 ENRI B R
A 7)) (a subsidiary of Shenzhen HEC Industrial, “Shaoguan
HEC Packaging”) entered into the Packaging Materials
Purchase Contract, pursuant to which, the Company agreed to
purchase printed packaging materials from Shaoguan HEC
Packaging, and the annual cap for the year ending 31

December 2021 thereunder is RMB16,150,000.

On 19 March 2021, the Company and Yichang HEC
Biochemical Manufacturing entered into the Supplemental
Chemical Materials and Hardware Materials Purchase
Agreement, pursuant to which, the Company agreed to
purchase chemical materials and hardware materials from
Yichang HEC Biochemical Manufacturing, and the annual cap
for the year ending 31 December 2021 thereunder is
RMB8,000,000.

On 19 March 2021, the Company and Yichang HEC Power
Plant Co, Ltd* (E & R[5 X 18 E B R /A7) ('Yichang
HEC Power Plant’) entered into the Steam Supply
Supplemental Agreement (l), pursuant to which, the Company
agreed to purchase steam from Yichang HEC Power Plant, and
the annual cap for the year ending 31 December 2021
thereunder is RMB9,000,000.
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Continuing Connected Transactions and Connected

Transactions (continued)

On 19 March 2021, the Company and Yichang HEC
Biochemical Manufacturing entered into the Steam Supply
Supplemental Agreement (Il), pursuant to which the Company
agreed to purchase steam from Yichang HEC Biochemical
Manufacturing with an annual cap of RMB9,000,000 for the
year ending 31 December 2021.

On 19 March 2021, YiChang HEC Pharmaceutical
Manufacturing Co, Ltd* (E & R[5 X & 2 B R A 7))
("YiChang HEC Pharmaceutical Manufacturing”) and
Yichang HEC Power Plant entered into the 2021 Steam Supply
Contract, pursuant to which Yichang HEC Pharmaceutical
Manufacturing agreed to purchase steam from Yichang HEC
Power Plant with an annual cap of RMB4,200,000 for the year
ending 31 December 2021.

On 19 March 2021, the Company and Yichang HEC Power
Plant entered into the Power Supply Supplemental
Agreement, pursuant to which the Company agreed to
purchase electricity from Yichang HEC Power Plant with an
annual cap of RMB30,300,000 for the year ending 31
December 2021.

On 19 March 2021, Yichang HEC Pharmaceutical
Manufacturing and Yichang HEC Power Plant entered into the
2021 Power Supply Contract, pursuant to which Yichang HEC
Pharmaceutical Manufacturing agreed to purchase electricity
from Yichang HEC Power Plant with an annual cap of
RMB3,200,000 for the year ending 31 December 2021.
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V. OTHERSIGNIFICANT EVENTS (continued) - HMEAREHE %)

Continuing Connected Transactions and Connected

Transactions (continued)

On 19 March 2021, Yichang HEC Pharmaceutical
Manufacturing and Yidu Changjiang Machmery Equipment
Co, Lid* (E#RIT MR E AR Q7)) ('Yidu Changjiang
Machinery Equipment’) entered into the Industrial Products
Sale and Purchase Contract (1), pursuant to which Yichang HEC
Pharmaceutical Manufacturing agreed to purchase of tank
field and workshop renovation equipment from Yidu
Changjiang Machinery Equipment with an annual cap of
RMB11,000,000 for the year ending 31 December 2021.

On 19 March 2021, the Company and Yidu Changjiang
Machinery Equipment entered into the Industrial Products
Sale and Purchase Contract (Il), pursuant to which the
Company agreed to purchase workshop renovation
equipment from Yidu Changjiang Machinery Equipment with
an annual cap of RMB7,000,000 for the year ending 31
December 2021.

On 19 March 2021, the Company and Ruyuan HEC
Pharmaceutical entered into the Entrusted Inspection Contract
(I), pursuant to which the Company agreed to engage Ruyuan
HEC Pharmaceutical to conduct a quality control inspection
on the talcum powder with an annual cap of RMB2,300,000 for
the year ending 31 December 2021.
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Continuing Connected Transactions and Connected

Transactions (continued)

On 19 March 2021, the Company and Dongguan HEC Generic
Drugs Development and Research Co. Ltd* (3 52 T B8 [5 ¢
I REHERRAR)

and Research”) entered into the Entrusted Inspection

("HEC Generic Drugs Development

Contract (II), pursuant to which the Company engaged HEC
Generic Drugs Development and Research to conduct testing
on the compatibility of injection packaging materials,
production component compatibility, drug device
compatibility, closure integrity research and analysis of
excessive impurities structure during the stability process with
an annual cap of RMB1,500,000 for the year ending 31
December 2021.

On 19 March 2021, the Company and Yichang HEC
Biochemical Manufacturing entered into the Supplemental
Entrusted Sewage Treatment Agreement, pursuant to which
the Company engaged Yichang HEC Biochemical
Manufacturing for the treatment of sewage generated during
the Company’s production process with an annual cap of
RMB3,600,000 for the year ending 31 December 2021.
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Continuing Connected Transactions and Connected

Transactions (continued)

On 19 March 2021, the Company and Sunshine Lake Pharma
entered into the Entrusted Processing Framework Agreement
(1), pursuant to which the Company agreed to engage
Sunshine Lake Pharma to process certain pharmaceutical
products, including Clarithromycin Tablets, Levofloxacin
Tablets, Moxifloxacin Hydrochloride Tablets, Olmesartan
Tablets, Alogliptin Benzoate Tablets, Duloxetine Hydrochloride
Enteric-coated Capsules, Aripiprazole Tablets, Febuxostat
Tablets, Tadalafil Tablets, Ticagrelor Tablets, Olanzapine
Tablets, Rosuvastatin Calcium Tablets, Linagliptin Tablets,
Sitagliptin Tablets and Entacapone Tablets with an annual cap
of RMB105,280,000 for the year ending 31 December 2021.

On 19 March 2021, the Company and Ruyuan HEC
Pharmaceutical entered into the Entrusted Processing
Framework Agreement (Il), pursuant to which the Company
agreed to engage Ruyuan HEC Pharmaceutical to process the
Rongliflozin API with an annual cap of RMB25,050,700 for the
year ending 31 December 2021.

On 19 March 2021, the Company and Yidu Shanchengshuidu
Project Construction Co,, Ltd.* (B #BILIR/KEEZETIRA R
A A]) ("Yidu Construction”’) entered into the Project
Construction Contract, pursuant to which the Company
agreed to engage Yidu Construction to carry out the civil
works of minor maintenance projects with an annual cap of

RMB17,050,000 for the year ending 31 December 2021.
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Continuing Connected Transactions and Connected

Transactions (continued)

On 19 March 2021, the Company and Dongguan HEC
Medicine Development and Research Co., Ltd.* (RS2 55
ZYmEER QA

Research’) entered into the Property Lease Contract, pursuant

("HEC Medicine Development and

to which the Company agreed to lease a property at No. 368
Zhen An Zhong Road, Chang'an County, Dongguan from HEC
Medicine Development and Research with an annual cap of
RMB2,426,101.20 for the year ending 31 December 2021.

On 19 March 2021, the Company entered into the API Sales
Contract with Sunshine Lake Pharma, pursuant to which the
Company agreed to sell APls of Olmesartan Medoxomil,
Moxifloxacin Hydrochloride, Esomeprazole Magnesium,
Entacapone, Febuxostat, Duloxetine Hydrochloride,
Olanzapine and Levofloxacin to Sunshine Lake Pharma with
an annual cap of RMB30,000,000 for the year ending 31
December 2021.

On 19 March 2021, the Company entered into the
Pharmaceutical Sales Contract with Sunshine Lake Pharma,
pursuant to which after engaging the Company to produce
the Morphothiadine Mesylate, Sunshine Lake Pharma agreed
to purchase the finished products of Morphothiadine Mesylate
from the Company with an annual cap of RMB4,580,000 for
the year ending 31 December 2021.
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V. OTHERSIGNIFICANT EVENTS (continued) - HMEAREHE %)

Continuing Connected Transactions and Connected

Transactions (continued)

On 19 March 2021, the Company entered into the Entrusted
Processing Framework Agreement (lll) with Sunshine Lake
Pharma, pursuant to which Sunshine Lake Pharma engaged
the Company to develop, research and process Yigibuvir
Tablets, Dong An Tai (3 % =), Dong An En (3R % &) and
Dong Tong Shen (3 # {#) with an annual cap of
RMB29,296,263.44 for the year ending 31 December 2021.

On 19 March 2021, Yichang HEC Pharmaceutical
Manufacturing entered into the Entrusted Production Service
Framework Agreement (I) with Sunshine Lake Pharma,
pursuant to which Sunshine Lake Pharma agreed to engage
Yichang HEC Pharmaceutical Manufacturing to evaluate and
inspect the production and safety response of
Phenylcarbonohydrazonoyl dicyanide, Dong An En, Dong Jian
Ze (RR{##), Dong Tong Rui (B #¥), Dong Tong Shun (&
&JIE), Dong Tong Run (S #8)), Rongliflozin RG04 and other
new pharmaceutical intermediates with an annual cap of

RMB40,000,000 for the year ending 31 December 2021.

On 19 March 2021, Yichang HEC Pharmaceutical
Manufacturing and HEC Generic Drugs Development and
Research entered into the Entrusted Production Service
Framework Agreement (lI), pursuant to which HEC Generic
Drugs Development and Research engaged Yichang HEC
Pharmaceutical Manufacturing to evaluate and inspect the
production and safety response on Palamevir, Siponimod and
other generic drugs with an annual cap of RMB5,000,000 for
the year ending 31 December 2021.
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V. OTHER SIGNIFICANT EVENTS (continued)

70

Continuing Connected Transactions and Connected

Transactions (continued)

On 19 March 2021, the Company entered into the API
Purchase Contract (IV) with Yichang HEC Biochemical
Manufacturing, pursuant to which the Company agreed to
purchase APIs (Clarithromycin and Azithromycin) from Yichang
HEC Biochemical Manufacturing at a consideration of
RMB3,000,000.

On 19 March 2021, the Company entered into the Entrusted
Production Contract with HEC Generic Drugs Development
and Research, pursuant to which the Company has been
engaged by HEC Generic Drugs Development and Research
to manufacture insulin degludec and insulin degludec/
liraglutide injection under GMP conditions, and the Company
will provide a warehouse for the storage of drugs and related
raw materials, auxiliary materials and other goods for a term
until HEC Generic Drugs Development and Research has

completed clinical trials at a consideration of RMB6,069,203.
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V. OTHERSIGNIFICANT EVENTS (continued) - HMEAREHE %)

Continuing Connected Transactions and Connected

Transactions (continued)

On 25 June 2021, APl Purchase Contract (I), the APl Purchase
Contract (ll), the API Purchase Contract (Ill), API Purchase
Contract (IV), the Packaging Materials Purchase Contract, the
Supplemental Chemical Materials and Hardware Materials
Purchase Agreement, the Steam Supply Supplemental
Agreement (I), the Steam Supply Supplemental Agreement (1),
the 2021 Steam Supply Contract, the Power Supply
Supplemental Agreement, the 2021 Power Supply Contract,
the Industrial Products Sale and Purchase Contract (I), the
Industrial Products Sale and Purchase Contract (Il), the
Entrusted Inspection Contract (I), the Entrusted Inspection
Contract (Il), the Supplemental Entrusted Sewage Treatment
Agreement, the Entrusted Processing Framework Agreement
(I) and the Entrusted Processing Framework Agreement (Il)
and the transactions contemplated thereunder (including the
respective annual caps) were approved by the shareholders of
the Company (other than Guangdong HEC Technology
Holding Co., Ltd.* (BRI R EIERAZ D BIR A R)) at

the 2021 first extraordinary general meeting of the Company.

For details of the transactions under the above-mentioned
agreements, please refer to the announcements of the
Company dated 19 March 2021 and 25 June 2021 and the
circular of the Company dated 28 May 2021.
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V. OTHER SIGNIFICANT EVENTS (continued)

72

Election of Directors of the Third Session of the Board
and Election of Supervisors of the Third Session of the

Board of Supervisors

On 4 June 2021, the shareholders of the Company approved
the election of Mr. JIANG Juncai, Mr. WANG Danjin, Mr. CHEN
Yangui and Mr. LI Shuang as executive Directors, Mr. TANG
Xinfa and Mr. Eddy HUANG as non-executive Directors and Mr.
TANG Jianxin, Mr. ZHAO Dayao, Ms. XIANG Ling and Mr. LI
Xuechen as independent non-executive Directors of the third
session of the Board at the 2020 annual general meeting of
the Company (“2020 AGM") held on 4 June 2021.

On 4 June 2021, the shareholders of the Company approved
the election of Mr. TANG Jinlong and Mr. LUO Zhonghua as
shareholder representative supervisors of the third session of

the board of supervisors of the Company at the 2020 AGM.

On 10 March 2021, Mr. WANG Shengchao was elected as the
employee representative supervisor of the third session of the
Board of Supervisors by the 2021 first meeting of the

employee representatives of the Company.

For details, please refer to the announcements of the
Company dated 19 March 2021 and 4 June 2021 and the
circular of the Company dated 16 April 2021.
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VI. EVENTS AFTER REPORTING PERIOD

1.

Settlement Agreement

On 27 August 2021, the Company entered into a settlement
agreement with Ruyuan HEC Pharmaceutical, pursuant to
which Ruyuan HEC Pharmaceutical agreed to refund all the
rental paid by the Company under the plant and equipment
leasing contract entered into between the Company and
Ruyuan HEC Pharmaceutical dated 27 April 2020 (the “Plant
and Equipment Leasing Contract”), being RMB8,475,000.00
(tax inclusive), to the Company as full and final settlement of

its liabilities under such contract.

For details, please refer to the announcement of the Company
dated 27 August 2021.

Sale and Purchase Agreement

On 27 August 2021, the Company entered into a sale and
purchase agreement with Ruyuan HEC Pharmaceutical to sell
the chemicals, which have not been used up at the time when
the Plant and Equipment Leasing Contract was expired, to
Ruyuan HEC Pharmaceutical at a consideration of
RMB12,375,673.57 (tax inclusive).

For details, please refer to the announcement of the Company
dated 27 August 2021.
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VII.
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EVENTS AFTER REPORTING PERIOD (continued)

3.  Possible Share Transfer by Controlling Shareholder of
the Company

The Company was informed by its immediate controlling
shareholder Guangdong HEC Technology Holding Co., Ltd.*
(EREZHEHZIZEARAR 15 B BR A 7)) (the “Parent Company’)
that, the Parent Company intends to transfer no more than
452,400,000 shares in the Company, representing no more
than 51.41% of the issued share capital in the Company, to
Sunshine Lake Pharma Co, Ltd* (EER RSN EEB R A T])

and/or its subsidiary.

For details, please refer to the announcement of the Company
dated 31 August 2021.

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

During the Reporting Period, the Group obtained approvals for
launch of multiple generic drugs, and its product portfolio has
further enriched. The Group's several products have also won the bid
for the centralized procurement of drugs, providing new growth
drivers for the Group's medium/long-term development. The Group
is also well on its way in the field of biological products. For example,
both of Insulin Aspart Injection and Insulin Aspart 30 Injection have
received approval notices relating to registration for domestic
production. In the future, if the products pass the premarket
assessment and approval process of the National Medical Products
Administration, the Company's product portfolio in the area of
diabetes treatment will be further enriched. The Group strives to

become a pioneer in the area of diabetes treatment.
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VII. BUSINESS PROSPECTS OF THE GROUP OF THE

SECOND HALF OF THE YEAR (continued)

Looking forward to the second half of 2021, the Group will continue
to promote research and development and innovation to enrich its
product portfolio; strengthen production management capabilities
to ensure the supply of high-quality products; and improve the
establishment of the sales team, to fully utilize the advantages of
academic promotion and increase the coverage of medical
institutions at all levels. The Group will continue to take “for
everyone's health” as its mission, build a comprehensive
pharmaceutical platform integrating research and development,
production and sales, and advance toward the goal of an

outstanding pharmaceutical enterprise in China and abroad.

With the government’s encouragement in R&D and
commercialization of innovative new drugs, and optimization of the
approval process, innovative new drugs can be included in the
Medical Reimbursement Drug List by way of negotiation in a timely
manner, and domestic pharmaceutical companies enter into R&D
fast track. Policies such as consistency evaluation of generic drugs
and centralized procurement continue to promote the reform of
pharmaceutical industry and accelerate the survival of the fittest
among the enterprises. Pharmaceutical companies with strong R&D
capabilities, diversified product pipelines, well-developed production
systems, strong brand advantages and excellent sales and marketing

teams will gain unprecedented development opportunities.
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VIIl. USE OF PROCEEDS
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Proceeds from the Global Offering

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

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

shareholders of the Company (“Shareholders”).
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Proceeds from the Global Offering (continued)

Management Discussion and Analysis
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As at 30 June 2021, details of utilization of the net proceeds raised

from the Global Offering are as follows:

Revised allocation of

RRBEMEREA(E)

RZZBZ—FXA=+H " 2REE
FISFURFREERFRD T

Utilized amount as

Expected timeline

use of net proceeds at30June2021 for utilizing
(Approximate (Approximate  the unutilized
RMB million) RMB million) proceeds
R-B=-%
FEREER RA=TH GERRBA
RN OB WEBREE FBIUEH
(WARMEEBR) (WARWEER) #AERBEX
New oral formulation HOREAEETR 30000 30000 -
production plant
New insulin production plant ~ HIEEELE LR 32870 3870 -
Promotional HELEHEE 136.10 13610 -
and marketing activities
Working capital and general LEESN—MEERR 330,60 32434 by 31 December 2021
corporate purposes 202151231 B2 A0
Total st 109540 1089.14
The net proceeds raised from the Global Offering are expected to be PHRBEMESANEFEETN -
fully utilized during 2021. ——FNERATE-

hERsRE 2021 / BEERBRRIIEXRNHER AT 77



Management Discussion and Analysis

BEEEN W

IX.

78

m & AT

H SHARE CONVERTIBLE BONDS

On 14 August 2018, the Company entered into the Subscription
Agreement with the Blackstone Fund SPVs, pursuant to which, the
Blackstone Fund SPVs have conditionally agreed to subscribe for,
and the Company has conditionally agreed to issue, the H Share

Convertible Bonds.

The H Share Convertible Bonds bear interest at the rate of 3.0% per
annum and may be converted at the initial conversion price of
HK$38 (which is subject to adjustment) per share into 82,631,578
conversion shares (assuming full conversion of the H Share
Convertible Bonds).

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

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

investor relations.
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IX. HSHARE CONVERTIBLE BONDS (continued)

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

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

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

Company as enlarged by the issue of the conversion shares.
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H SHARE CONVERTIBLE BONDS (continued)

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

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

Convertible Bonds have been exercised.

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

protected the legitimate interests of Blackstone Fund SPVs.

During the Reporting Period, the Company recorded a loss for the
first time due to the decrease in sales volume of the core product,
Kewei, resulting from the ongoing COVID-19 pandemic. The cash
and cash equivalents amounted to RMB1,327.6 million, which is
sufficient to guarantee subsequent interest payments. In addition,
the Group’s multiple products have been approved to launch and it
won the bid for centralized bulk purchase of drugs, and the
Company entered into the “Amendments to the Non-Competition
Agreement” with Sunshine Lake Pharma on 19 March 2021, which
are conducive to the Company’s introduction of more new products.
It is believed that these measures are conducive to the improvement
of the Group’s operating conditions and will help to generate new
cash flows, so as to protect the legitimate interests of Blackstone
Fund SPVs.

Details of the H Share Convertible Bonds were disclosed in the
announcements of the Company dated 14 August 2018, 15 October
2018, 20 February 2019 and 16 June 2020 and the circular of the
Company dated 11 September 2018
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COMPLIANCE WITH CORPORATE GOVERNANCE
CODE

As a company listed on the Stock Exchange, the Company always strives to
maintain a high level of corporate governance and had complied with all
code provisions as set out in the Corporate Governance Code contained in
Appendix 14 to the Rules Governing the Listing of Securities on the Stock
Exchange (the “Listing Rules”) for the six months ended 30 June 2021.

COMPLIANCE WITH MODEL CODE FOR SECURITIES
TRANSACTIONS BY DIRECTORS AND SUPERVISORS

The Company has adopted the Model Code for Securities Transactions by
Directors of Listed Issuers (the “Model Code”) set out in Appendix 10 of
the Listing Rules as the code of conduct regarding securities transactions
of the Company by the directors (the “Director(s)") and supervisors of the
Company. Upon making specific enquiries to all of the Directors and
supervisors of the Company, each of the Directors and supervisors of the
Company confirmed that during the six months ended 30 June 2021, they
had fully complied with the Model Code.

AUDIT COMMITTEE

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

The Audit Committee of the Company has reviewed the Group’s 2021
interim results announcement, interim report and the unaudited interim
financial statements for the six months ended 30 June 2021 prepared in
accordance with the IFRSs.

SHARE CAPITAL

As at 30 June 2021, the total share capital of the Company was
RMB879,967,700, divided into 879,967,700 shares of RMB1.00 each
(including 226,200,000 domestic shares (‘Domestic Share(s)”) and
653,767,700 H shares ("H Share(s)").
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SEEARKMEH

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

As at 30 June 2021, to the knowledge of the Directors, the following
Directors, supervisors and chief executive of the Company had interests
and short positions in the Shares, underlying shares or debentures of the
Company and any of its associated corporations (within the meaning of
Part XV of the Securities and Futures Ordinance (the “SFQ")), which were
required to be notified to the Company and the Stock Exchange pursuant
to Divisions 7 and 8 of Part XV of the SFO (including those taken or deemed
as their interests and short position in accordance with such provisions of
the SFO), or which were required, pursuant to section 352 of the SFO, to be
entered in the register kept by the Company referred to therein, or which
were required, pursuant to the Model Code, to be notified to the Company

and the Stock Exchange were as follows:

EX EERBSITRAER
Rt HEROREEEDE
BENEERAR

MN-ZZT-—FXA=+H RESFMH-
THES - ARAESERERITTHRABR
ANA T REFABE AR (&R HFH R
B0 HRBERE ) FEXVED) BB
N AEERMIEEREFEEREESR
HEIRPIEXVBETRFEsD BHME AR
A R R AT s ROA R (RIEHRIEE 5
KEEKRIINZERTEERAXEAESR
MR ROKE) - NERBE S RS G
FEIBEHABRAGHIFMAEARAGEE
MECMARNERS AR  RAREBIZE
RIS ARA R RERATRIES KRR

Number of
shares/ Approximate Approximate
underlying percentage of percentage of
sharesheld  relevant class of total issued
Name Types of Shares Capacity (shares)  share capital (%) share capital (%)
BERG/HE  HEEERNREN ERTRALE
HH R4 5l &4 ROHE (R)  BREDIH%) WHENEDE (%)
Directors E%
TANG Xinfa H Shares Beneficial owner 130400 (L) 0.019% 0.014%
EHE HAR BHBAA
CHEN Yanqui H Shares Beneficial owner 66,400 (L) 0.010% 0.007%
PR HAR BREAA
LI Shuang H Shares Beneficial owner 66,800 (L) 0.010% 0.007%
R HAR BHREAA
WANG Danjin H Shares Beneficial owner 67,200 (L) 0.010% 0.007%
T HAR BHBEAA
JIANG Juncai H Shares Beneficial owner 66,800 (L) 0.010% 0.007%
Bax HAR BREAA
Supervisors &3
WANG Shengchao H Shares Beneficial owner 32,000 (L) 0.004% 0.003%
Th# HAR BHBEAA
LUO Zhonghua H Shares Beneficial owner 66,800 (L) 0.010% 0.007%
BARE HAR EnAA

(L) — Long position
L—FE
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The calculation is based on the total number of 879,967,700 shares in issue
of the Company as at 30 June 2021, comprising 226,200,000 Domestic
Shares and 653,767,700 H Shares.

Save as disclosed above, as at 30 June 2021, to the knowledge of the
Directors, none of the Directors, supervisors or chief executive of the
Company had any interests or short positions in the shares, underlying
shares or debentures of the Company or any of its associated corporations
(within the meaning of Part XV of the SFO) which were required to be
notified to the Company and the Stock Exchange pursuant to Divisions 7
and 8 of Part XV of the SFO (including those taken or deemed as their
interest and/or short position in accordance with such provisions of the
SFO), or which were required, pursuant to section 352 of the SFO, to be
entered in the register kept by the Company referred to therein, or which
were required, pursuant to the Model Code, to be notified to the Company
and the Stock Exchange.

SUBSTANTIAL SHAREHOLDERS’ INTERESTS IN
SHARES

As at 30 June 2021, to the knowledge of the Directors, the persons (other
than the Directors, supervisors or chief executive of the Company) who
have an interest or short position in the shares or underlying shares of the
Company which would fall to be disclosed to the Company pursuant to
Divisions 2 and 3 of Part XV of the SFO and as recorded in the register
required to be kept by the Company under section 336 of the SFO were as

SEEARIMEH

AEDREARRN _E_—F A=
HH B 317D 42 88879,967,700 i M5 H
B35 226,200,000 J& A & J& & 653,767,700 i H
A% o

R EXFHEEIN R-F - —F XA
=tTHE BEEAAN HEESE AQF
EEFIRRTBRABRARRAHEEMAA
BOAE (& R s LB GRDIE XVER) &
Betn ~ MR R EEET EEARIERE
HRBEGEIEXVHETRESDHNE
RAF MR ERIORR (BRERE
EHMEGRINZERERRRERR
BEAENERRTAR)  AARBESFR
HEHROIFE2FHABBGIIMAFE
RARBNECTMANERIOAR » KA
RIBIRAET RIS AN B R Bk 32 P e 1 22
FORA e

FERRRRONERS

AZE-_—FENA=1H BREEFHA
TIAL(ES  ARFESHERTTHRA
BERIN) RAR TR M S ABBER D R B A
BEEHZLHAEGRAIEXNVEF2REID
HmARRHENES SRR - RIBEE
FREEEOIE B IEBEBTRARRE

follows: B ERSSAR -
Number of
Number of underlying  Approximate  Approximate
Shares/ sharesheld  percentageof percentage of
underlying  underequity  relevant class total issued
Shares held derivatives of share capital share capital
(shares) (shares) (%) (%)
MR ASTE
BERB/ IARE HEEIRT SROTRAEH
Name of Shareholders Types of Shares  Capacity HBERGBE HEROHE OHAEIE HOESESH
BRRgE/ 48 R EH 5t (B&) (&) (%) (%)
Guangdong HEC Technology Holding Co,, Ltd. Domestic Shares Beneficial owner 226,200,000 (L) - 100% (L) 25.70% (L)
BRRGARBERROERDA RER BRBEBA
H Shares Beneficial owner 248,015,200 (L) - 37.93% (L) 28.18% (L)
HER -6t Z-UN
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TEER

aRkHEMmER

=

Number of
Number of underlying  Approximate  Approximate
Shares/ sharesheld  percentageof  percentage of
underlying  underequity  relevant class total issued
Shares held derivatives of share capital share capital
(shares) (shares) (%) (%)
AL
BERS/ IARE HBREIRE SRTREEE
Name of Shareholders Types of Shares  Capacity HBRGEE HERGZEE OHLEIE WEMESH
BRERE/ G R EE R 4] (&) (&) (%) %)
Shenzhen HEC Industrial Development Domestic Shares Interest in controlled 226,200,000 (L) - 100% (L) 25.70% (L)
Co, Ltd.? NERK corporation
FITREREXERERAF ZEH AR ER
H Shares Interest in controlled 248,015,200 (L) - 37.93% (L) 28.18% (L)
Hi& corporation
R EE R
Shaoguan Xinyuneng Industrial Domestic Shares Interest in controlled 226,200,000 (L) - 100% (L) 25.70% (L)
Investment Company Limited 2 NE R corporation
BENFREEREARAR ZEH AR ER
H Shares Interest in controlled 248,015,200 (L) - 37.93% (L) 28.18% (L)
Hi& corporation
Rt EE R
Ruyuan Yao Autonomous County Domestic Shares Interest in controlled 226,200,000 (L) - 100% (L) 25.70% (L)
Yuneng Electric Industrial Co, Ltd? NER corporation
ARERE A GBRETERERAA? ZEH AR ER
H Shares Interest in controlled 248,015,200 (L) - 37.93% (L) 28.18% (L)
Hi& corporation
R EE R
Ruyuan Yao Autonomous County Xinjing Domestic Shares Interest in controlled 226,200,000 (L) - 100% (L) 25.70% (L)
Technology Development Co, Ltd NER corporation
RERE RGN R R ERERAA? ZEH AR R
H Shares Interest in controlled 248,015,200 (L) - 37.93% (L) 28.18% (L)
Hi& corporation
REH AR R
Ms. Guo Meilan® Domestic Shares Interest in controlled 226,200,000 (L) - 100% (L) 25.70% (L)
PigEL L W& corporation
ZEH AR R
H Shares Interest in controlled 238,297,600 (L) - 36.44% (L) 27.08% (L)
H A& corporation
AR R
Mr. Zhang Yushuai* Domestic Shares Interest in controlled 226,200,000 (L) - 100% (L) 25.70% (L)
RERLE WA corporation
ZEH AR R
H Shares Interest in controlled 248,015,200 (L) - 37.93% (L) 28.18% (L)
Hi& corporation
AR R
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PSR EibER
TEREANMHE
Number of
Number of underlying  Approximate  Approximate
Shares/ sharesheld  percentageof  percentage of
underlying  underequity  relevant class total issued
Shares held derivatives of share capital share capital
(shares) (shares) (%) (%)
MRASTAE
BERGR/ IARE HREIRE SRITREEE
Name of Shareholders Typesof Shares  Capacity HBRGEE HERGZEE OHLEIE  WEMESH
BRERE/ G R R 4] (&) (&) (%) %)
Ms. Hua Xiaoyi® Domestic Shares Interest in controlled 226,200,000 (L) - 100% (L) 25.70% (L)
EE—gLo NER corporation
AR ER
H Shares Interest in controlled 248,015,200 (L) - 37.93% (L) 28.18% (L)
Hi& corporation
REH AR R
North & South Brother Pharmacy H Shares Beneficial owner 161,542,800 (L) - 24.70% (L) 18.35% (L)
Investment Company Limited® HE% BRBEEA
AR A EEREAR DA H Shares Beneficial owner 150,000,000 (5) = 22.94% (5) 17.04% (9)
HA& EREBA
North & South Brother Investment H Shares Interest in controlled 161,542,800 (1) - 24.70% (L) 18.35% (1)
Holdings Limited® HIR corporation
REtEE RS
H Shares Interest in controlled 150,000,000 (5) - 22.94% (5) 17.04% (S)
HIR corporation
R AR R
Mr. MO Kit® H Shares Interest in controlled 161,542,800 (L) - 24.70% (L) 18.35% (L)
ERFEAES H A& corporation
REtEE RS
H Shares Interest in controlled 150,000,000 (5) - 22.94% (5) 17.04% (S)
HIR corporation
R AR R
Stephen A. Schwarzman’ H Shares Interest in controlled - 165263156 (L) 2527% (L) 18.78% (L)
HE corporation - 165263156 (5) 2527% (S) 18.78% (5)
REtEE RS
The Blackstone Group LP. H Shares Interest in controlled - 165,263,156 (L) 25.27% (L) 18.78% (L)
H i corporation - 165,263,156 (S) 25.27% (5) 18.78% (S)
R AR R
Blackstone Dawn Pte. Ltd. H Shares Beneficial owner - 161,957,892 (L) 24.77% (L) 1840% (L)
HER EREEA - 161957892(9) 24.77% (9) 1840% (5)
(L) — Long position
L —Hr
(S) — Short position
6 —KE

The calculation is based on the total number of 879,967,700 shares in issue
of the Company as at 30 June 2021, comprising 226,200,000 Domestic
Shares and 653,767,700 H Shares.
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(=

Notes:

86

TEREARHMESR

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

The shareholding information of the shareholders of the Company as at 30 June 2021
are based on the information recorded in the register required to be kept by the

Company under section 352 of the SFO.

As at 30 June 2021, Shenzhen HEC Industrial Development Co,, Ltd. owned directly and
indirectly 43.47% equity interest in Guangdong HEC Technology Holding Co., Ltd.,
27.97% of which is directly owned, therefore Shenzhen HEC Industrial Development Co.,
Ltd. is deemed to be interested in the Shares held by Guangdong HEC Technology
Holding Co., Ltd..

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

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

Development Co,, Ltd..

As at 30 June 2021, Ms. Guo Meilan ("“Ms. Guo") owned 74.63% equity interest in Ruyuan
Yao Autonomous County Xinjing Technology Development Co,, Ltd,, therefore Ms. Guo
is deemed to be interested in the Shares which are interested by Ruyuan Yao

Autonomous County Xinjing Technology Development Co,, Ltd..

As at 30 June 2021, Mr. Zhang Yushuai owned 27.58% equity interest in Ruyuan Yao
Autonomous County Yuneng Electric Industrial Co,, Ltd,, therefore Mr. Zhang Yushuai is
deemed to be interested in the Shares which are interested by Ruyuan Yao Autonomous
County Yuneng Electric Industrial Co,, Ltd..

Ms. Hua Xiaoyi is the spouse of Mr. Zhang Yushuai and, therefore, is deemed to be
interested in the Shares which are interested by Mr. Zhang Yushuai under the SFO.
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6. As at 30 June 2021, North & South Brother Investment Holdings Limited owned 100%
equity interest in North & South Brother Pharmacy Investment Company Limited and is
deemed to be interested in the Shares which are interested by North & South Brother
Pharmacy Investment Company Limited. Mr. Mo Kit owned 100% equity interest in
North & South Brother Investment Holdings Limited and therefore, he is deemed to be
interested in the Shares which are interested by North & South Brother Investment

Holdings Limited.

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

Save as disclosed above, as at 30 June 2021, the Directors are not aware of
any interests or short positions owned by any persons (other than the
Directors, supervisors or chief executive of the Company) in the Shares or
underlying shares of the Company which are required to be disclosed to
the Company pursuant to Divisions 2 and 3 of Part XV of the SFO, or which
are required to be recorded in the register of the Company required to be

kept under section 336 of the SFO.
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SEEARKMEH

PURCHASE, SALE OR REDEMPTION OF LISTED
SECURITIES OF THE COMPANY

Neither the Company nor any of its subsidiaries had purchased, sold or
redeemed any of the listed securities of the Company during the six
months ended 30 June 2021.

PLEDGING OF SHARES BY THE CONTROLLING
SHAREHOLDER

The controlling shareholder of the Company didn't pledge any of its shares
in the Company to secure the Company’s debts or to secure guarantees or
other support of the Company’s obligations during the six months ended
30 June 2021.

LOAN AGREEMENTS OR FINANCIAL ASSISTANCE
OF THE COMPANY

The Company didn't provide any financial assistance nor guarantee to its
affiliated companies during the six months ended 30 June 2021, which
would give rise to a disclosure under Rule 13.16 of the Listing Rules. The
Company didn't enter into any loan agreement with covenants relating to
specific performance of its controlling shareholder nor breach the terms of

any loan agreements during the six months ended 30 June 2021.

SHARE OPTION SCHEME

The Company did not adopt any share option scheme.
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SEEARIMEH

INTERIM DIVIDEND FHEIRE

The Board resolved not to declare the payment of interim dividends forthe B E@FZ AT ERNEEZE T - —%F XA

six months ended 30 June 2021 (for the six months ended 30 June 2020: =+HIFNEABMPRHEE (HBE2—_E—F

RMBO.1 (tax inclusive) per share). FRA=ZTHIEAREAR  FRAR® 0T
(BF)) °

CHANGE IN INFORMATION OF DIRECTORS, EE EEREREEBAEER

SUPERVISORS AND SENIOR MANAGEMENT %ﬂ%iﬂ

There has been no change in the information of Directors, supervisorsand B FBE AR AT T - TFEFERE ALK -

senior management of the Company that is required to be disclosed under $E%4EE7TK T%% EENEREEEEN
Rules 13.51(2) and 13.51B of the Listing Rules since the publication of the — & &M BRIE TR B F 135102) & 13518

2020 annual report of the Company. 1EF A EE -

On behalf of the Board RREEZS

YiChang HEC Changliang Pharmaceutical Co., Ltd. EERBARIZEZEROER AT
TANG Xinfa BER

Chairman B

Hubei, the PRC E - ML

27 August 2021 e A By o o =|
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Review Report
EHHE

KPMG

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

INTRODUCTION

We have reviewed the interim financial report set out on pages 92 to 128
which comprises the consolidated statement of financial position of
YiChang HEC Changliang Pharmaceutical Co., Ltd. (the “Company”) as of 30
June 2021 and the related consolidated statement of profit or loss and
other comprehensive income and consolidated statement of changes in
equity and the condensed consolidated cash flow statement for the six
months period then ended and explanatory notes. The Rules Governing
the Listing of Securities on The Stock Exchange of Hong Kong Limited
require the preparation of an interim financial report to be in compliance
with the relevant provisions thereof and International Accounting Standard
34, Interim financial reporting, issued by the International Accounting
Standards Board. The directors are responsible for the preparation and
presentation of the interim financial report in accordance with International

Accounting Standard 34.

Our responsibility is to form a conclusion, based on our review, on the
interim financial report and to report our conclusion solely to you, as a
body, in accordance with our agreed terms of engagement, and for no
other purpose. We do not assume responsibility towards or accept liability

to any other person for the contents of this report.
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SCOPE OF REVIEW

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

not express an audit opinion.

CONCLUSION

Based on our review, nothing has come to our attention that causes us to
believe that the interim financial report as at 30 June 2021 is not prepared,
in all material respects, in accordance with International Accounting

Standard 34, Interim financial reporting.

KPMG

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

Central, Hong Kong

27 August 2021

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

for the six months ended 30 June 2021 — unaudited

(Expressed in Renminbi)

BHE_T-—FRA=THILREA — REEZ

(AAREZ7)

Six months ended 30 June

BEANA=THIEREA

2021 2020
—E-—F —EZ-FF
Note RMB’000 RMB'000
Bt EE ARET R AREFT
Revenue =E 20 3 202,246 2,083,705
Cost of sales 4 R AR (101,458) (352,864)
Gross profit ER 100,788 1,730,841
Other net (expenses)/income Hi (FX), WA FE 5(a) (56,555) 48340
Distribution costs P2k =D N (258,929) (686,862)
Administrative expenses THERERY (185,124) (160,322)
Research and development cost R A (49,666) (54,983)
Impairment (losses)/reversal on B 5 & E At EW IR (E
trade and other receivables (EB1a) #mE (19,420) 5171
Other operating expenses EmgEfs - (1,285)
(Loss)/profit from operations e (BrR) SRR (468,906) 880,900
Finance costs RUE KA 5(b) (119,298) (123,064)
(Loss)/profit before taxation BEA (BE) HR 5 (588,204) 757,836
Income tax 157 6 81,227 (141,095)
(Loss)/profit for the period R (EE),BR (506,977) 616,741
(Loss)/profit and total comprehensive (5B TIERNWER
income for the period (B518), %A
attributable to: REHEKZEE
Equity shareholders of the Company RAEREEIE (507,028) 617,508
Non-controlling interests FEIE AR M 2 51 (767)
(Loss)/profit and total comprehensive Hipy (E18) %5 K%
income for the period 2HEWEHATE (506,977) 616,741
(Losses )/earnings per share SR (BR) BR 7
RMB(0.58) RMBO0.70
Basic ER AR (0.58) 7T | ARM0707T
RMB(0.31) RMB0.63
Diluted 131 AR¥(031)T | ARKO063TT

The notes on pages 98 to 128 form part of this interim financial report.
Details of dividends payable to equity shareholders of the Company are set

out in Note 16(a).
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Consolidated Statement of Financial Position
mE BRI &R

at 30 June 2021 — unaudited
(Expressed in Renminbi)

RZEBE-—FXA=Z1TH — AEEZ
(UMAREZ7)
At At
30 June 31 December
2021 2020
R=B=—F R_ZTZF
~NA=+H +t=-—A=+—8
Note RMB’000 RMB'000
B 5T ARET T ARBFIT
(Audited)
(B 2EHZ)
Non-current assets kRBEE
Fixed assets BEE&E
— Property, plant and equipment —ME - BE R 8 2,669,062 2,489,661
— Ownership interests in leasehold land — #{EE R E 1
held for own use FrAa R 8 344,058 346,045
Intangible assets A E 9 3,068,258 2,709,591
Goodwill [EEES 75,896 75,896
Prepayments ARt RIE 10 355,891 635,319
Deferred tax assets REFITEEE 125,418 40,645
Total non-current assets HIEREBEE 6,638,583 6,297,157
Current assets REBEE
Inventories =& 11 392,077 378,268
Trade and other receivables B 5 K H MWK 12 391,975 599,757
Prepayments T FRIE 29,184 19,927
Restricted cash SRR EIIR & 134,212 221,191
Cash and cash equivalents BehBESEEER 13 1,327,642 2,044,967
Total current assets HBREEE 2,275,090 3,264,110
Current liabilities RBEE
Trade and other payables B 5 R EAEN IS 14 1,050,416 1,259,440
Contract liabilities ARaE 33,153 56,152
Bank loans RITER 13,075 345,987
Interest-bearing borrowings FTEER 15 - 2474817
Deferred income PRIE W e 8,135 4379
Current taxation BNEAFR I8 = 20,438
Total current liabilities BrRBaE 1,104,779 4,161,213
Net current assets/(liabilities) REBEE(BRF)FHE 1,170,311 (897,103)
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Consolidated Statement of Financial Position

A MR R R

at 30 June 2021 — unaudited

(Expressed in Renminbi)
RIZE-—FXA=1+H — KkEEZ
(AAREZ7)

At At
30 June 31 December
2021 2020
R=B=—F R_ZTZF
~NA=+H +t=-—A=+—8
Note RMB’000 RMB'000
B 5T ARET T ARBFIT
(Audited)
(B 2EHZ)
Total assets less current liabilities BEERRBERS 7,808,894 5,400,054
Non-current liabilities kRBERE
Bank loans HRITER 447,269 189,853
Deferred income PRI 139,648 106,542
Interest-bearing borrowings FFEER 15 2,625,295 =
Total non-current liabilities HWIEREBEE 3,212,212 296,395
Net assets REE 4,596,682 5,103,659
Capital and reserves EXRHE 16
Share capital A% 2 879,968 879,968
Reserves i 3,504,107 4,011,135
Total equity attributable to equity 2~ FER IR REGAER
shareholders of the Company 4,384,075 4,891,103
Non-controlling interests FEIERER 212,607 212,556
Total equity R 4,596,682 5,103,659

The notes on pages 98 to 128 form part of this interim financial report.
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Consolidated Statement of Changes in Equity

mEREREER

for the six months ended 30 June 2021 — unaudited
(Expressed in Renminbi)

BE_ZT-—FRA=THIRER — REEZ

(AAREEZ75)
Attributable to equity shareholders of the Company
ARAEEREEL
Non-
Share (apital Treasury Statutory Retained controlling Total
capita fesenve shares feserve eamings Tota interests equity
kR EREE ERRR  iREE  REEW @ FERER b 4o
Note RMB1000 RMB1000 RMB000 RMB1000 RMB1000 RMB1000 RMB000 RMB1000
ME ARETT  ARETT ARETR ARETT ARETT ARETT ARETT ARETD
Balance at 1 January 2020 RoB-EE-A-RNLS 448820 1375872 (142,209) 232676 24933% 4408555 214600 4623155
Changesin equity for thesixmonths ~ HZ-E-F£XF=1H
ended 30 June 2020; LABRNERSE
Profitand total comprehensiveincome  EfEFI R 2EMGES
for the period - - - - 617508 617508 (767) 616,741
Repurchase of shares EEO) - - (136917) - - (136917) - (136917)
Cancellation of treasury shares HEERRD (8836) (270290) 279126 - - - - -
Dividends approved in respect of the HEBEFERRE
previous year 16(a)i) 439984 - - - (571977) (131,993) - (131,993)
Balance at 30 June 2020 and RZB-BERAZTAR
1July 2020 CECEELA-ANER 879,968 1105582 - 232676 2538927 4757153 213833 4970986
Changesin equity for the sixmonths  BZ-S-FE+-F=1-H
ended 31 December 2020; ERAANERES
Profit and total comprehensiveincome MR R 2 AN €8
forthe period - - - - 21947 21947 (1.277) 220670
Appropriation ofstatutory reserve SRR - - 5 9,020 96020) - - -
Dividends approved inrespectofthe ~ $EAREERE
current year 16)() - - - - (87.997) (87.997) - (87997)
Balance at 31 December 2020 RZBZZE+ZA=1-A
fEs 879968 1,105,582 - 3286% 2576857 489103 212556 5,103,659
The notes on pages 98 to 128 form part of this interim financial report. £ 98 B & 128 B 7 M sE 8 Bk 4N /b HA B 75 R

a8 -
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Consolidated Statement of Changes in Equity
mEREREER

for the six months ended 30 June 2021 — unaudited
(Expressed in Renminbi)

BHE_T-—FRA=THIEREAR — REEZ

(AAREZ7)
Attributable to equity shareholders of the Company
ARAERRRENS
Non-
Share Capital  Statutory Retained controlling Total
capital reserve reserve earnings Total interests equity
RAx  BARE  EERE  REERF @it FERES agn
RMB'000 RMB’000 RMB'000 RMB'000 RMB'000 RMB'000 RMB’000
ARBTRE ARETT ARETR ARBTR ARBTR ARETT ARETR
Balance at 1 January 2021 R-E--%-F-BH
e 879,968 1,105,582 328,696 2,576,857 4,891,103 212,556 5,103,659
Changes in equity for the HE-E--F5xA=tH
sixmonths ended 30 June 2021:  1E <A B MR EE
Loss and total comprehensive HREBRRZAKEEE
income for the period - - - (507,028) (507,028) 51 (506,977)
Balance at 30 June 2021 RZBZ-FXA=1H
igfe33 879,968 1,105,582 328,696 2,069,829 4,384,075 212,607 4,596,682
The notes on pages 98 to 128 form part of this interim financial report. F o8 B F 128 B Z M 5T A A8 o HA BF 7% =R

815 -
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Condensed Consolidated Cash Flow Statement
RS RERER

for the six months ended 30 June 2021 — unaudited
(Expressed in Renminbi)

—FRA=THIEREA — REEZ

HE-_Z—

(

RARKEEZ7)

Six months ended 30 June

BEAAZ=+THLAEA

2021 2020
—E-—F T FF
RMB’000 RMB'000
ARET R AREFT

Operating activities RETEH
Cash (used in)/generated from operations W& (A, EXRIRE (457,968) 1,634,477
The People’s Republic of China (the "PRC") B X fEhEARLM

corporate income tax paid ([HE ) DEMSEH (3,827) (295,481)
Net cash (used in)/generated KeEEE (FTA) EEW

from operating activities HE&EE (461,795) 1,338,996
Investing activities REZTH
Interest received BUF B 8,115 13,967
Payments for purchase of property, BEWE - BERRENRIE

plant and equipment (261,262) (385,782)
Prepayments and payments for intangible assets 42 & & T8~ 7018 K P~ 518 (163,282) (612,950)
Payments for time deposits with maturities FEARMB=EA 2 EBFHR

over 3 months FRI kI8 - (225,000)
Proceeds from time deposits with maturities FfABe=EA 2 EHER

over 3 months FriS kI8 - 225,000
Decrease in restricted cash IR IR SR 86,979 =
Proceeds from disposal of property, LEWE - BEMKEE

plant and equipment FriS 5078 19 19,763
Net cash used in investing activities BREZBHPEANRESFE | (329431) (965,002)
Financing activities R EE
Proceeds from bank borrowings IRITIERETSKIE 276,399 414,434
Repayments of bank loans BERITEN (153,603) =
Interest paid BFIE (49,189) (85,469)
Repurchase of treasury shares 5188 = 17 AR (9 - (136,917)
Net cash generated from financing activities Eﬂﬁ,ﬁi‘béiﬂ’ﬁﬁ%%ﬁ | 73607 | 192048
Net (decrease)/increase in cash and RERRESESEERF

cash equivalents CRL2), /i (717,619) 566,042
Cash and cash equivalents at 1 January R—B—HNRERESEHEEH 2,044,967 2,779,138
Effect of foreign exchange rate changes INEE RSB E 294 1,000
Cash and cash equivalents at 30 June RAB=THENEERESEEER 1,327,642 3,346,180
The notes on pages 98 to 128 form part of this interim financial report. F 98 H & 128 B 2 M sk A A o B B 7% %

a8 e
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Notes to the Unaudited Interim Financial Reports

xR

BRI RE M

(Expressed in Renminbi unless otherwise indicated)

(Br =B RS

98

BIAAREZ7)

BASIS OF PREPARATION

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

authorised for issue on 27 August 2021.

The interim financial report has been prepared in accordance with
the same accounting policies adopted in the 2020 annual financial
statements, except for the accounting policy changes in Note 2 that

are expected to be reflected in the 2021 annual financial statements.

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

date basis. Actual results may differ from these estimates.

This interim financial report contains condensed consolidated
financial statements and selected explanatory notes. The notes
include an explanation of events and transactions that are significant
to an understanding of the changes in financial position and
performance of the Group since the 2020 annual financial
statements. The condensed consolidated interim financial
statements and notes thereon do not include all of the information
required for a full set of financial statements prepared in accordance

with International Financial Reporting Standards (“IFRSs").

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

page 90.
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Notes to the Unaudited Interim Financial Reports

AEBRTHYBEREM T

CHANGES IN ACCOUNTING POLICIES

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

accounting period:

Amendment to IFRS 16, Covid-19-Related Rent Concessions

Amendments to IFRS 9, IFRS 39, IFRS 7, IFRS 4 and IFRS 16,

Interest Rate Benchmark Reform — Phase 2

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

period.

REVENUE AND SEGMENT REPORTING

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

resources.

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

this regard, no segment information is presented for the period.

(Expressed in Renminbi unless otherwise indicated)

(Fr=EEP - BAAREZ5)
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HEERFE 1658 (BFTA) - 7
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Notes to the Unaudited Interim Financial Reports

REBZTHYBEREM T

(Expressed in Renminbi unless otherwise indicated)

(Fr=EEP  BAAREZ5)

3 REVENUE AND SEGMENT REPORTING (continued) 3
Disaggregation of revenue

Disaggregation of revenue from contracts with customers by major

products is as follows:

EEERDIEHE (&)

EXREDF

BREBEMDFRKEEFPANZER

CELUNNE

Six months ended 30 June

BEAA=Z+THLAEA

2021 2020
SR _T_TF
RMB’000 RMB'000
FET FHET
Revenue from contracts with customers & F BB Bf 75 R &5 22 A
within the scope of IFRS 15 F15EEHERKN
REEFEHNZEEE
Sales of anti-viral drugs HETREEY 57,300 1,968,563
Sales of endocrine and metabolic drugs SHE MW R B 34,193 39,465
Sales of cardiovascular drugs HE O ME BY) 44,207 30,706
Sales of other medical products and HEHEMBEY R ERA
license fee income 66,546 44,971
202,246 2,083,705

Analysis of the Group’s revenue and results by geographical market
has not been presented as 100% (the six months ended 30 June

2020: 100%) of the revenue are generated from the Mainland China.

A & A 5= B 100% (&

E-ETFTERX

A=1TH1EXMEA : 100%) #) & E 5
KEFPBEAM - FEith K25 RERE
MGHARBERBREENDN
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Notes to the Unaudited Interim Financial Reports
ZN TR T e

SEASONALITY OF OPERATIONS

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

prevalentin the spring and winter.
For the twelve months ended 30 June 2021, the Group reported
revenue of RMB466,654,000 (twelve months ended 30 June 2020:

RMB5,236,470,000), and gross profit of RMB366,513,000 (twelve
months ended 30 June 2020: RMB4,412,223,000).

PROFIT BEFORE TAXATION

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

(@) Other net (expenses)/income

(Expressed in Renminbi unless otherwise indicated)

(Fr=EEP - BAAREZ5)

EENEHM

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

HE-_ZT-—FXA=ZtHIL+=-@
A AEBEEREEBARE
466654000 (BLZE S T F < A
=+ B LE+TZ@A: AR
52364700007 ) © R EF AR
366,513,000 L (B E—T =T F XA
T +tHLETZ-ZM@A: AR¥
4,412,223,0007C) °

BRBE AR R

BB AT E R Ty IR, (GEA) AT & 18
‘IS

(a) EHAft(FAX) AT

Six months ended 30 June

BEANA=tTHIEREA

2021 2020
—E-—F —EZ-EFfF
RMB’000 RMB'000

ARET T ARET T
Interest income A E YA 8,115 13,967
Government grants BT B 11,275 7,204
Net loss on disposal of fixed assets HEBTEEEZFEE (4,983) (3,194)
Fair value change on conversion option Bk A AJ 832 (&% 7 kR

embedded in convertible bonds NAEBEESS (M 15)

(Note 15) (96,258) 69,262
Net foreign exchange gain/(loss) &+ e (B51R) 55 25,398 (39,335)
Others EAb (102) 436

(56,555) 48,340
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Notes to the Unaudited Interim Financial Reports
RAEFZ P R R M aE

(Expressed in Renminbi unless otherwise indicated)

(Fr=EEP  BAAREZ5)

5 PROFIT BEFORE TAXATION (continued) 5 BRHADER(2)
(b) Finance costs (b) BERAEK

Six months ended 30 June

BEANA=tTHIEREA

2021 2020
—E-—F —EZ-FF
RMB’000 RMB'000

ARETET  ARBTT

Interest on bank loans RITERFIE 10,197 2318
Interest on other borrowings (Note 15)  E & EF &8 (K1 15) 118,904 121,984
129,101 124,302

Less: interest expense capitalised into W EETIRANERNEZ
construction in progress FEF X (9,803) (1,238)

119,298 123,064

(c) Otheritems () HfttEAR

Six months ended 30 June
HEXA=1THLAEA

2021 2020
—E-—F —Z-FF
RMB’000 RMB'000
AR®ET T ARETTT
Amortisation cost of intangible assets ER A E#ERA (F1EE9)
(Note 9) 84,207 32,710
Less: amount capitalised as development 3 : Iz & E R &AL
costs in intangible assets RS EHEE (13,490) (13,490)
2 e TS et S A )7 A ¥ | S 19,220
Depreciation cost of fixed assets (Note 8)  [&F & EITERK A (I:E8) 46,567 32,569
Less: amount capitalised as development 3 : & ER B
costs in intangible assets FET He%m (2,096) (2,435)
_______________________________________________________________________________ 44471 | 30134
(Reversal)/write-down of inventories & (#E), /Mo (480) 2301
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AEBRTHYBEREM T

(Expressed in Renminbi unless otherwise indicated)

BRBEREBEN  BUARKES])

6 INCOME TAX 6 FiB8H

Six months ended 30 June

BEANA=tTHIEREA

2021 2020
=B —F T -TF
RMB’000 RMB'000
ARET T AREEF T
Current tax BIHARL1E
Provision for PRC corporate income tax HAR R B 1 PTS BE
for the period 35 169,942
Under-provision for PRC corporate income @7 EE P B ¥ FriSH
tax in respect of prior years BT 2 3,511 6,010
3,546 175,952
Deferred tax ELEBE
Origination and reversal of temporary i e E 4 RO
differences (84,773) (34,857)
(81,227) 141,095

(i) The PRC corporate income tax rate is 25% for the six months
ended 30 June 2021 and 2020.

(i)~ The PRC Corporate Income Tax Law allows enterprises to
apply for the certificate of “High and New Technology
Enterprise” ("HNTE") which entitles the qualified companies to
a preferential corporate income tax (“CIT") rate of 15%. The
Company was recognized as HNTE and enjoyed a preferential
CIT rate of 15% for the six months ended 30 June 2021 and
2020.

NAZ+HIEXRER  #EMR
FPASTH R /R 25% °

FRCEMSEEATEES
ERER [EFEtzE] (I
FEmiEl)  5aE%QAA
BHLZEELEMSHRE
(TR EABRLE ) 15%8 4+
BTSN c ARBIERE
AEREFRNtE BHEZZT
T FR_E_FFA=F
BIENEA - Al EEERN
ST R 15% BT
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REBZTHYBEREM T

(Expressed in Renminbi unless otherwise indicated)

(Fr=EEP  BAAREZ5)

7 (LOSSES)/EARNINGS PER SHARE 7 BRER)ER
(a) Basic (losses)/earnings per share (a) EBREXRGEHE)EF

The calculation of basic (losses)/earnings per share is based on
the loss attributable to equity shareholders of the Company of
RMB507,028,000 (six months ended 30 June 2020: profit
attribute to equity shareholders of the Company of
RMB617,508,000) and the weighted average number of
879,967,700 ordinary shares (six months ended 30 June 2020:
882,989,460 shares) in issue during the interim period.

BREKN(ER) BN HRE
RARREZRRELBEAR
¥ 507,028000 L (B EZFT=F
FRNAZFTHLERER: AR
AR RELRFIARSE
617,508,000 7T ) + LA Jz Hh HA R f
BB T AR e N T 19
879,967,700 R (BAE T =FF
NAZ=Z+BLEANMEA:
88298946OHX)¢%§§4ru Ho

Six months ended 30 June

BEAA=Z+THLAEA

2021 2020

—E-—F T FF

shares shares

g iz 24

Shares issued as at 1 January R—A—BHMBEETKR®K 879,967,700 448,820,050

Effect of treasury shares B 2 2 - (3,927,400)

Effect of bonus issue AR IT2RE - 439,983,850

Effect of repurchase of shares A -7 - (1,887,040)
Weighted average number of BT INE T 19 8L

ordinary shares

879,967,700 882,989,460
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AEBRTHYBEREM T

(Expressed in Renminbi unless otherwise indicated)

(Fr=EEP - BAAREZ5)

7 (LOSSES)/EARNINGS PER SHARE (contined) 7 SREE)EBRw
(b) Diluted (losses)/earnings per share (b) EBREEGEE)BA

The calculation of diluted (losses)/earnings per share is based
on the loss attributable to ordinary equity shareholders of the
Company of RMB345,979,000 (six months ended 30 June 2020:
profit attribute to equity shareholders of the Company of
RMB695,885,000) and the weighted average number of
ordinary shares of 1,104,253,414 shares (six months ended 30
June 2020: 1,104,738,403 shares).

H&%%(Eﬂ@/ﬁ%lm&%ﬁ
RRREBERREELEE
AR 345,979,000 T(EHEZT
—EFEXNAZTHLEANEA:
RRREZBRREMEFAR
& 695,885,000 7T ) K 3 18 IR /9 0
T H801,104,253414 0% (B = —
EZEFANAZTHIEAEA -

1,104,738403 %) BEAEFTE ©

Six months ended 30 June

BEAA=+THLEAEAR

2021 2020
—¥=-—F _—_T_TF
RMB’000 RMB'000
AR®ET T ARBTIT
(Loss)/profit attributable to ordinary TR AR R (L
equity shareholders (B#B),/ &7 (507,028) 617,508
After tax effect of effective interest on the ] EER(E 5 B (D B
liability component of convertible bonds ~ F| 8 2 kT 1% 22 & 101,068 103,686
After tax effect of loss/(gain) recognised 7 A B4 (& 5 474 0
on the derivative component of HRZER /(R 2
convertible bonds MR E 81,819 (58,873)
After tax effect of exchange (gain)/loss A ERESE N (),
on the convertible bonds BBz BRI & (21,838) 33,564
(Loss)/profit attributable to ordinary Tl R R B
equity shareholders (diluted) (E18),/ %% (#58) (345,979) 695,885

Six months ended 30 June

BEAA=THILEAEAR

2021 2020
—¥=-—F —T—-F

shares shares
IR & e

Weighted average number of ordinary ~ R75 B =1 B 2 @& pniE
shares at 30 June EH g 879,967,700 882,989,460
Effect of conversion of convertible bonds B3 n] ##a {5 55 2 228 224,285,714 221,748,943

Weighted average number of TR MEFEHE ()

ordinary shares (diluted) 1,104,253,414 1,104,738,403
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RAEFZ P R R M aE

(Expressed in Renminbi unless otherwise indicated)

(Br =B RS

BIAAREZ7)

8 FIXED ASSETS 8 BETEEE
Ownership
interests in
Office leasehold
Plantand equipment Motor Construction land held
buildings ~ Machinery  and others vehicles inprogress  Sub-total for own use Total
BERRAZ
BAERE BELH
BERET B REf AE  RRIE Nt FERRS @t
RMB'000 RMB000 RMB'000 RMB000 RMB'000 RMB000 RMB'000 RMB000
ARETR ARETR ARETR ARETR ARETR ARETR ARETT ARETR
Cost: A
At1January 2020 WZZE-TF-F—-H 945,255 277,181 132,567 1,888 678,330 2035221 258337 2293558
Additions AE 6,308 5479 3643 364 770470 786,204 117445 903,709
Transfer from construction in BERTREY
progress 95227 71,247 95,688 - (262,162 - - -
Disposals RE (25,356) (4,699) (3632) - - (33,687 - (33,687)
At 31 December 2020 i3
+-A=+-H 1021434 349,208 228266 2252 1,186,638 2,787,798 375,782 3,163,580
Additions NE 60,336 1399 1618 - 163,740 227093 1890 228983
Transfer from construction in BERIRER
progress (7649 151,778 52872 - (197,001) - - -
Disposals RE (4699 (237) (1,597) S = (8,667) - (8,667)
At 30 June 2021 R-B=--F
~ABZtH 1,069,422 500,014 281,159 2,252 1,153,377 3,006,224 377,672 3,383,896
Accumulated depreciationand RiHTER B :
amortisation:
At 1 January 2020 R-E-Z€-F-H (88,547) (96,836) (58815) (251) = (244,499 (23552 (268,051)
Charge for the year ERMG (28,928) (17933) (15,399) (179) - (62439) (6,185) (68624)
Written-back on disposals N ERHH 2087 3373 3341 - - 8,801 - 8,801
At31 December 2020 i3
+-A=t+-H (115,388) (111,446) (70873) (430) - (298,137) (29.737) (327,874)
Charge for the period FRIK (15910) (13077) (13,59) (107) - (42,690) (3877) (46,567)
Written-back on disposals R E R 8 878 1,545 1242 - - 3665 - 3,665
At30June 2021 R=B=-%
_______________________ RASTR (1304200 (122978)  (8327) (3 - (33162 (33614 (370776)
Carrying amount; BREE
At30June 2021 RZB=-%
~A=tH 939,002 377,036 197,932 1,715 1,153,377 2,669,062 344,058 3,013,120
At 31 December 2020 RZZ-%F
T=H=F5H 906,046 237,762 157,393 1822 1,186,638 2,489,661 346,045 2,835,706
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ZN TR T e

(Expressed in Renminbi unless otherwise indicated)

8 FIXED ASSETS (continued)

(i)

As at 30 June 2021, the Group was applying for certificates of
ownership for certain properties, with carrying value of
RMB151,690,000 (31 December 2020: RMB150,052,000). The
directors of the Company are of the opinion that the use of
and the conduct of operating activities at the aforesaid
properties are not affected by the fact that the Group has not

yet obtained the relevant properties title certificates.

As at 30 June 2021, an amount of RMB84,785,000 (31 December
2020: RMB85,743,000) of the ownership interests in leasehold
land held for own use, an amount of RMB414,998,000 (31
December 2020: RMB357,445,000) of construction in progress
and an amount of RMB109,545,000 (31 December 2020:
RMB118,918,000) of plant and buildings were held in pledge

for bank loans.

(Br =B RS

BAAREZ7)

8 [ETEEE®)

(ii)

RZEZ—F"A=+H =&
SEEFREEEAARKE
151,690,000 L (ZEZFF+=
A=+—8: AR#% 150,052,000
MG THXERBRARE
EoARRAEERATEEM
RSB EXEBRE
WAFEFEA LMY ERKSE
EHED o

RZZE=Z—FXA=+H"' A
R #84,785000 (=L =& F
+ZA=+—H: AR
85,743,0007C ) W 1E B A 2 M
ETHEEER AR
414998000 L (ZE =T F 1=
A=+—8 : AR%357,445000
T)EEIRBRBREARE
1095450000 (ZE = FF+ =
A=+—8: AE#%¥118918,000
TO) R R RIEFIERRITER
IR o
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REBZTHYBEREM T

(Expressed in Renminbi unless otherwise indicated)

(Fr=EEP  BAAREZ5)

9 INTANGIBLE ASSETS

9 HELEE

Patents and
drugs’
Capitalised intellectual
development property
costs rights Total
BEXt ZHIREY
BEZH MBERE et
RMB'000 RMB'000 RMB'000
AREFTT ARETT ARBTT
Cost: A
At 1 January 2020 NZE-TF—H—H 294,248 635,200 929,448
Purchase BE 550,000 - 550,000
Addition through internal 3% 3B N B0 5 B g
development 184,514 - 184,514
Transfer from prepayment FES FRIA 186,979 1,044,463 1,231,442
Transfer from development g DR E R
costs to patents (42,580) 42,580 -
At 31 December 2020 R-T-TF
+=—A=+—H 1,173,161 1,722,243 2,895,404
Addition through internal FEBAEPFAE G
development 72,523 - 72,523
Transfer from prepayment (Note 10)  FE{~ FUIBEE £ (Ff5E 10) = 370,702 370,702
At 30 June 2021 R=B=—FXA=+H 1,245,684 2,092,945 3,338,629
Accumulated amortisation: E-EE F
At 1 January 2020 R-_ZT-ZTF—H—AH - (101,153) (101,153)
Charge for the year FRHRR - (85,011) (85,011)
At 31 December 2020 i e S
T=ZBET5E - (186,164) (186,164)
Charge for the period EEIAE]S - (84,207) (84,207)
At30June2021 = R=F=-FXA=FTH g (270,371) ___ (270,371)
Net book value: BREFE
At 30 June 2021 R=T=—FxH=1+H 1,245,684 1,822,574 3,068,258
At 31 December 2020 R-ZT_ZF
+=—A=+—H 1,173,161 1,536,430 2,709,591
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AEBRTHYBEREM T

(Expressed in Renminbi unless otherwise indicated)

(Fr=EEP - BAAREZ5)

INTANGIBLE ASSETS (continued) 9 H|EEE @
As at 30 June 2021, the capitalized development costs were under n= —FXA=Z1tH  BXRLH
development and not yet ready for use. £33 ﬁ IE&%B’QE%%&‘:P BEARAERA
The Company's directors are of the opinion that no impairment ARAREERE  ARENMEREE
losses are required to be made as the calculation of recoverable ERAkDeEsREREERR
amounts based on value-in-use were greater than the carrying B HEEIEREEE -
amount of the intangible assets.
PREPAYMENTS 10 FANRE
At At
30June 1 December
2021 2020
R=T=—F RIZZTF
AA=tH +=A :‘f‘ =
RMB’000 RMB'000
AR¥T T ARBTF T
Prepayments for intangible assets B AERNIE 168,293 444,676
Prepayments for property, Y - R MR BB FRIE
plant and equipment 187,598 190,643
355,891 635,319
Notes: B aE
In 2018 and 2019, the Company entered into two acquisition agreements with Sunshine RZE—N\FRZZF—NF ARAEERRK

Lake Pharma Co,, Ltd. (EESR R[5 X ZEZ B R A A, “Sunshine Lake Pharma”), to acquire
33 pharmaceutical products’ know-how, intellectual property rights and ownership
rights (“Target Products”) from Sunshine Lake Pharma with a total consideration of
RMB2,131,635,000, which comprised a prepayment of RMB1,065,817,000, several
milestone payments totalling RMB577,878,000 and contingent payments of
RMB487,930,000 subject to the future sales of the Target Products. As at 30 June 2021,
the Group had made accumulated payments of RMB1,370,636,000 (31 December 2020:
RMB1,276,317,000) to Sunshine Lake Pharma, in which RMB370,702,000 (2020:
RMB531,442,000) was transferred to intangible assets after the NMPA approvals for 8 (31
December 2020: 13) out of the Target Products were obtained in the six months ended
30 June 2021. After the transfers, the outstanding prepayment as at 30 June 2021 was
RMB168,293,000 (31 December 2020: RMB444,676,000).

PShEEERAR([ERRMG I EE])TTIM
HIE R - R E AR 2131635000 7TH
BRRG N EEWE B BERARMARE - &
BERRFAE(TEERER]  #RERER
T FIE AR #E 1,065817,0007C * & T EFRRER R
& £ AR ®577,8780007T K sk A i sk A R &
4879300007 * T B IZEMBIARREEME
RZZE=Z—FA=1+H ' 2£EEZFHE
RRME N EES T ARE13706360007T(=F
—EF+ZA=+—H: AR%1276317,000
JL)  Hep A R#¥370702000 0 (=B =FF :
ARHES31402000L) RBIE=F=—F <A
=t+HALEAEARGEEEERFTNE(ZE=F
F+ZRA=+—0: +=Z\)NEEFIEE
ANBREE - REEE R-_T=-—FA
=+ HKREEBNRIER AR 1682930007T
(ZZE_ZTF&F+-_HA=+—8: AR%
444,676,000 7T) °
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REBZTHYBEREM T

(Expressed in Renminbi unless otherwise indicated)

(Fr=EEP  BAAREZ5)

11 INVENTORIES

11 FE
At At
30 June 31 December
2021 2020

R-EBE-—F NZEZTF
ANA=+H +=-A=+—H
RMB’000 RMB'000
AR¥T T AREEF T

Raw materials JEM 243,954 220,217
Work in progress ERH 42,781 35,088
Finished goods RUAK &R 104,234 120,887
Goods in transit &S 1,108 1,176

392,077 378,268

The analysis of the amount of inventories recognised as an expense

and included in profit or loss is as follows:

BHRAERAT T ABSINTFESHE
DT -

Six months ended 30 June

BEAA=+THLEAEAR

2021 2020

—E-—-fF —ECERF

RMB’000 RMB'000

ARET T ARET T

Carrying amount of inventories sold BEEFEREE 95,471 137,393
Write-down of inventories T B O 5,244 2,301
Reversal of write-down of inventories FEMR R (5,724) =
Cost of inventories sold BEEFEKA 94,991 139,694
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ZN TR T e

(Expressed in Renminbi unless otherwise indicated)

(Fr=EEP - BAAREZ5)

12 TRADE AND OTHER RECEIVABLES 12 EZREMERRE

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

doubtful debts, is as follows:

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

At At
30 June 31 December
2021 2020

R=F=—F R_T_TF
AA=tH +=-A=+—8

RMB’000 RMB'000
ARET T ARET T
Within 3 months 3E AR 82,548 396,214
More than 3 months but within one year #8318 B 1E R 166,316 64,295
Trade and bills receivable, net of JFE ST BR TR K PR M R
allowance for doubtful debts Nk RER %M 248,864 460,509
Other receivables, net of allowance H b IR - kR REREMH
for doubtful debts 143,111 139,248
Financial assets measured at amortised  1Z#E AR NETEN S R EE
cost 391,975 599,757

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

expected to be recovered within one year.

Bills receivable with carrying value of RMB4,266,000 (31 December
2020: RMB192,380,000) were pledged as securities of bank loans of
the Group as at 30 June 2021.

Bills receivable with carrying value of RMB9,895,000 (31 December
2020: RMB15,655,000) were pledged as securities of issuing bills
payables by the Group as at 30 June 2021.

YR X — AR B 3 AR B HliE AT 30
E0RAREH - BFEEEEELRKR
BERHEA3EH6EAARE - NE
BFA B 5 N E AR W IRIERT A A
R—FRYkE -

BREEAARY426600T(ZF =
TEF+=ZA=+—H: AR
192,3800007C) M EKRBEE R = F
Z—FRNA=+HBERERLEEE
RITERCEARGR -

BEEEAARYI85000T(ZT =
TEFEF+ZHA=1T—H: AR¥
156550007 ) B EW ZBEE R ZF
Z—FRNA=THERIEAREEE
TRENERZEMRS -

hERsRE 2021 / BEERBRRIEERHEARAT 111



Notes to the Unaudited Interim Financial Reports

REBZTHYBEREM T

(Expressed in Renminbi unless otherwise indicated)

(Fr=EEP  BAAREZ5)

13 CASH AND CASH EQUIVALENTS

13 RERFEEEER

At At
30 June 31 December
2021 2020
R=TB=—%F NZTE-FF
ANA=+H +=-A=+—H
RMB’000 RMB'000
AR¥ET R ARBEFIT
Cash on hand WeFR - 9
Cash at bank SRITTFER 1,461,854 2,266,149
Less: restricted cash T PR IR & (134,212) (221,191)
Cash and cash equivalents in the RRBTRERFHES R
cash flow statement B4 =EIER 1,327,642 2,044,967
14 TRADE AND OTHER PAYABLES 14 ESRHMENRE

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

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

BEREHR  BARRMENRE
(Bt AE S MEMEMNKIA) RER

payables), based on the invoice date, is as follows: HERBREE D T0 T -
At At
30 June 31 December
2021 2020
R=F=—8F R_ZT_ZTF
AA=1TH +t—A=t—H
RMB’000 RMB'000
ARB T ARETT
Within 1 month RGN 23,312 61,537
1to 3 months 12318 A 34,510 69,985
Over 3 months but within 1 year HBAMEAEIFEA 72,284 104,206
Over 1 year HBiE1F 6,391 3,823
Total trade and bills payables B REBEMNFIBERE 136,497 239,551
Amounts due to related parties JFE 1<t A BA: 5 FX0E 16,719 42,499
Value added tax and other taxes payable AT R H A B FIE 10,665 7,126
Accrued payroll and benefits JEET L& RABH 46,737 86,090
Accrued expenses JEETEH 653,969 656,355
Other payables for purchasing fixed assets B B & & & & 2 H Ath FE 1 ZIE 157,686 203,647
Other payables H b fE {5/ 28,143 24172

Financial liabilities measured at RERKATECeRARE

amortised cost 1,050,416 1,259,440
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AEBRTHYBEREM T

(Expressed in Renminbi unless otherwise indicated)

INTEREST-BEARING BORROWINGS

Br BN -

BAAREZ7)

15 ;tEEE

At At

30 June 31 December

2021 2020

R=T=—F RZZTZF

ANA=+H +t-—A=+—H

RMB’000 RMB'000

ARET R AREFT

Convertible bonds AR ES 2,625,295 2,474,817

On 20 February 2019, the Company issued a tranche of 1,600
convertible bonds with an aggregate principal amount of
USD400,000,000 (equivalent to approximately
RMB2,702,320,000). Each number of bond has a face value of
USD250,000 and a maturity date of 20 February 2026. The
bonds bear interest at 3.0% per annum payable semi-annually
in arrears on 30 June and 31 December of each year. The

bonds are unsecured.

As the convertible bonds do not contain an equity
component, the derivative component of the convertible
bonds above is measured at fair value and the liability
component is carried at amortised cost. No conversion or
redemption of the convertible bonds has occurred up to 30
June 2021. The convertible price was adjusted to HK$19
(equivalent to RMB17) per conversion share due to the dilution
of the Company’s share price after issuance of bonus shares in
June 2020.

RZE-—NAFZA=Z+H 'K
AN EEEIT—HE1,60017 ) 7] & #a
BEH X BBEHRA
400,000,000 7T (B E R AR
#52,702,3200007T) - B — 1B &
5 1Y TE B 4 250,000 = 7T » 21 £
BEA-_ZE_"HF_HA=-+H-
BHEEMER30%:T L8 - Wix
FFHRBFHNAA=THEEK
+TZA=+—HoHXft &
HREEA o

EE?EATLWT%?T EEm b
C PR EBRESNITEL
BEFHBRAAEBEFE  MA
BB 10 B TR B SR AN DI BR o B
BT —FKNA=FTH I
mEh oy ED A ERES o i
R _TFNPFARETIE
RARRMDEREE  ATER
ERFAEATREBRMD19E

T(HERARE177T)
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xR

% P B 5 R B R

(Expressed in Renminbi unless otherwise indicated)

(Br =B RS

15
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BIAAREZ7)

INTEREST-BEARING BORROWINGS (continued)

(i)

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

demand.

In March 2021, the Group has obtained waiver letter from the
bondholders. Pursuant to such letter, the bondholders agreed
to waive their right to demand an early redemption of the

convertible bonds until 1 July 2022.

15

STERE#E)

(i)

WMARAERRBEBZFRE
WRA - BB ABREY
B H 3k 2 A& 18] 2 5B ok (] 2B
AAEBRES R_ZT_F
F BEEABAEASALAEEH
KEBR_Z_ZTFEEANE
ARETHBEERBARE
150,000,0007C + B ZHBEE X
TR AREREBZETE
FRHBAREBNBALTEE -
Eit A"EBRERESH—
RN ERERZL - BEAE
BEFEREREE o

R-ZE-_—F=ZA - A&EEE
ERESFFAANRERMY -
BIEZ R BEREARE
MEHERREFEDTEIRE
FHEN BEE-_T-_—_F+
B—HBlL -
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AEBRTHYBEREM T

(Expressed in Renminbi unless otherwise indicated)

15 INTEREST-BEARING BORROWINGS (continued)

(Bx

15 sTEEE %)

SEEP - BAAREZ5)

(i)  The convertible bonds recognised in the consolidated iy AEBLGEEMERIRERDN
statement of financial position of the Group are analysed as AlEBEAESN IO
follows:
Liability Derivative
component  component Total
aEHe TEIAEHH e
RMB'000 RMB'000 RMB'000
ARETT AREBTT ARBTET
At 1 January 2020 N_E_TF—H—H 2,248,640 603,960 2,852,600
Fair value adjustment credited to AR BEAL AEZR
profit or loss - (69,262) (69,262)
Accrued interest FEET R B 121,984 121,984
Interest paid BAFE (84,557) = (84,557)
Exchange loss i &8 31,017 8476 39,487
At 30 June 2020 RZEZTFA=1H 2,317,078 543,174 2,860,252
Fair value adjustment credited to ‘At B EFAE T ABZ
profit or loss - (289,317) (289,317)
Accrued interest FEET R B 121,178 121,178
Exchange gain P H U e (185,037) (32,259) (217,296)
At 31 December 2020 N_E_TF
‘f‘:ﬂ =+—H 2,253,219 221,598 2474817
Fair value adjustment debited to AR BEAL AEZRE
profit or loss - 96,258 96,258
Accrued interest EETFIE 118,904 118,904
Interest paid EH A E (38,992) - (38,992)
Exchange gain P 5 Wz (23,370) (2,322) (25,692)
At 30 June 2021 R=TB=—FXH=1H 2,309,761 315,534 2,625,295
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REBZTHYBEREM T

(Expressed in Renminbi unless otherwise indicated)

(Fr=EEP  BAAREZ5)

16 CAPITAL, RESERVES AND DIVIDENDS 16 B  RERRE
(a) Dividends (a KR
(i)  Dividends payable to equity shareholders (i) RAOBAHEENEZRE
attributable to the interim period BIRE

Six months ended 30 June

BEAA=Z+THLAEA

2021 2020
—=*=—-F —T-TF
RMB’000 RMB'000
ARBT T ARBT T
No interim dividend proposed after ~ RAEEARBEZ TR 2

the end of the reporting period FEHIRE (2T =2F

(six months ended 30 June 2020: NAZFTHIEAEAR -

RMBO.10 per ordinary share) BRETBERARRKI0T) - 87,997
The Board did not recommend the payment of any EEeREIHEE_Z
interim dividend for the six months ended 30 June 2021 ——FEXNA=1TH1/NE
(six months ended 30 June 2020: RMBO0.10 per ordinary AR S E{a A HR RS 2 (&
share). EZFTFANA=TH

WEREA - §lREBERA
R¥0.107T) °
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ZN TR T e

(Expressed in Renminbi unless otherwise indicated)

(Fr=EEP - BAAREZ5)

16 CAPITAL, RESERVES AND DIVIDENDS (continued)

(a) Dividends (continued)

(a)

(i)  Dividends payable to equity shareholders

attributable to the previous financial year,

approved during the interim period

BRE (&)

16 EX - BERKRE #®)

(ii) R BRI #t o L AERT B
FEEEZKRIKER

Six months ended 30 June

BEANA=tTHIEREA

2021 2020
== —F " T_TF
RMB’000 RMB'000
AR®T T AREF T
No final dividends in respect of the FAFR HRERR 0 AL 1
previous financial year approved MRFE 2 KRS
during the following interim period BE—_T——%
No dividends approved in respectof ~ 7< A =-+H 1k 7<{E A
previous financial year for the IR EER REE 2
six months ended 30 June 2021 BE(BE2—_T-_TF
(six months ended 30 June 2020: NAZ=Z+THIENERA -
RMBO.30 per ordinary share and one B E BRI AR 0307
bonus share per every one existing e —RBEERGA
share held by the shareholder AT KRR —RRATRR)
of the Company) = 571,977
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REBZTHYBEREM T

(Expressed in Renminbi unless otherwise indicated)

(Br =B 5 -

16 CAPITAL, RESERVES AND DIVIDENDS (continued)

BIAAREZ7)

16 EX - BERKRE #®)

(b) Share Capital (b) M
Ordinary shares, issued and fully paid ERITRMEZER
At 30 June 2021 At 31 December 2020
R-B=—F RZZZZTHF
*A=t8 +=A=+-8
No. of shares RMB’000 No. of shares RMB'000
BROBE AR¥TxR BHBE AREBTT
Ordinary shares, issued and 2 317 M 41 2
fully paid: AL
At 1 January ®n—H—H 879,967,700 879,968 |  448:820,050 448,820
Bonus issue KRR 31T - - | 439983850 439,984
Cancellation of treasury shares 5t £ B 1A% 15 - - (8,836,200) (8,836)
As at 30 June/31 December N A=+8/
+=-A=+—H 879,967,700 879,968 879,967,700 879,968

(c) Equity settled share-based transactions

No share options were granted nor exercised during the six

months ended 30 June 2021.

(0 LUESEENROZITRS

HE_ZT_—FXRA=1+HIL

NEA - BHEE SR ITEERA
FBRRE -
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AEBRTHYBEREM T

(Expressed in Renminbi unless otherwise indicated)

17 FAIRVALUE MEASUREMENT OF FINANCIAL
INSTRUMENTS

(@) Financial assets and liabilities measured at fair value

(i)

Fair value hierarchy

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

inputs used in the valuation technique as follows:

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

the measurement date

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

inputs for which market data are not available

Level 3 valuations: Fair value measured using

significant unobservable inputs

(Bx

SEEP - BAAREZ5)

17 TRITENAREEE

(a) ULAABENENZRMEER

&8f&

(i)

TRINFRIHE B RIRE
FUHEEGENAEET
MIANAAREE 78
SEBRM B REERE 13
AR BEEMREN
=W RBEER - AR
EBEAENDEKRFHZ
ZhERMAT A AR
MAIBREREEUHETE
L

FREE EER
F1RBABBTE
MAEE BI&E
AERHBAREE
SRENERMS
PR TR RE

F2fhE: RS
2 A BUERT B R
NREE - BIKREE
X ERRSEIRIR Sk
WARE - BRE
REATABESR
ABE - THBER
B B A BUR = R
ESmEBENE
AHIR

FI3RMAE: EHE
RAA] R 8 AR
BT EMAREE
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REBZTHYBEREM T

(Expressed in Renminbi unless otherwise indicated)

(Fr=EEP  BAAREZ5)

17 FAIR VALUE MEASUREMENT OF FINANCIAL 17 eI EMNAREBEE

INSTRUMENTS (continued) (4&)

(a) Financial assets and liabilities measured at fair value (a) URAAEBEFTENESREER
(continued) E8&EE)
(i) Fairvalue hierarchy (continued) (i) AREBEERE)

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

year, to coincide with the reporting dates.

AEERE —Hh P BHE
BRENEN - H]RAR
A 2 BT
1B - ZEHER A%
ERERZEEWMSE - %
BERER P HMFEERSE
BHRE—OMRRE
EFf EBHN[ERS
I A B 75 AR BE R B AN L
- BERPBAEME
“EZ B e EEBRE NG
RAETMRES T - 7w B
HERE B HEYA -

Fair value measurements as at

30 June 2021 categorised into

Fair value at R-E-—-FXA=1+HW
30 June AREEFEIEAR
2021 Level 1 Level 2 Level 3
RIB-—-F
~B=1+H

ZDAEE AR
RMB'000  RMB'000
ARBTR ARETR

B2 E3R
RMB’000 RMB’000

ARBTT ARWTR

Recurring fair value REMAAEETE

measurement

Derivative financial instruments  $74 4@t T B
— Conversion option embedded — &k A\ AJ E#(E %
in convertible bonds IR 315,534 =

315,534 =
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17 FAIRVALUE MEASUREMENT OF FINANCIAL

% P 5 B 8 R B

(Expressed in Renminbi unless otherwise indicated)

(Fr=EEP - BAAREZ5)

17

INSTRUMENTS (continued) (&
Financial assets and liabilities measured at fair value (a) UAAEEFENEREER
(continued) =L AC=)
(i) Fairvalue hierarchy (continued) (i) AREBEERE)
Fair value measurements as at
31 December 2020 categorised into
Fair value at RZEZZF+ZA=1—HH
31 December DABEEAENER
2020 Level 1 Level 2 Level 3
i =3
+ZA=+—H
ZAREE F1 F2 F3
RMB'000 RMB'000 RMB'000 RMB'000
AREFTL ARETT AREFTL ARETT
Recurring fair value BERNAEETE
measurement
Derivative financial instruments {74 &R T A
— Conversion option embedded  — R A FJ & (E 5
in convertible bonds 2B 221,598 = 221,598 -

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

end of the reporting period in which they occur.

HE-_Z-_—F~A=++
HIEAM@A - F14RESE
2Bz BN EmER -
A H 34 - AN E
BBUR Ty B LE 88 R ) 3R
EHRERAREEER
BEREERR 2 FHHEE o
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REBZTHYBEREM T

(Expressed in Renminbi unless otherwise indicated)

(Fr=EEP  BAAREZ5)

17 FAIR VALUE MEASUREMENT OF FINANCIAL 17 eI EMNAREBEE

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

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

value measurements

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

outstanding to be converted.

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

other than fair value

The carrying amounts of the Group's financial instruments
carried at cost or amortised cost were not materially different
from their fair values as at 30 June 2021 except for the
following financial instruments, for which their carrying

amounts and fair value are disclosed below:

UARBEAENEHEER
BEE)

(i) FE2RAARBETEFE
BB i Fm A B

REET M AERA R (B KB 14
RBEITRMDR - B 24K
AR BRER 2 BRREZ
NREBERAEEERS
HAR T ST AL L ERRE Y
fhET &5

BARBEAMEXIRNE
MEERREBEAIAEE

7R 5% [ 2 P 7 B 8 SH K AN B B
MeEMTAREEEER _-F
——FXA=tBENRREER
VESEAEZER  EUATSRT
AR ZFeMIANEKE
BRAREBERENT

At 30 June 2021 At 31 December 2020
R-B=—-% R-Z_ZTF
AA=tH TZA=+—H
Carrying Carrying
amount Fair value amount Fair value
RREE DAEE RREE ~AEE
RMB’000 RMB’000 RMB'000 RMB'000
ARBTRT AR®TRE ARBTT AR%ETR
Convertible bonds A[ERES
— Liability component —BEHS 2,309,761 2,174,292 2253219 2286438
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Notes to the Unaudited Interim Financial Reports

AEBRTHYBEREM T

(Expressed in Renminbi unless otherwise indicated)

(Fr=EEP - BAAREZ5)

CAPITAL COMMITMENTS 18 BEXREIE
Capital commitments outstanding at 30 June 2021 not provided for RZZFZ—FA=+H  EHHH
in the interim financial information were as follows: BRI KRB ERN R BITENREDN
T~
At At
30 June 31 December
2021 2020

R=TB=—F RIZ-FF
AA=tH +t—HA=+—H
RMB’000 RMB'000
AR® T ARBTFT

Contracted for BEETH
— Acquisition of fixed assets —BERTEE 169,524 292,827
— Acquisition of intangible assets —BEREVAE 1,814,498 1,908,817

1,984,022 2,201,644

MATERIAL RELATED PARTY TRANSACTIONS 19 EXEHLRZ

During the six months ended 30 June 2021 and 2020, the directors BE 2 -k -_F-FFXAH
of the Company are of the view that related parties of the Group =+HIEAEAR RRARESREAE
include the following: EEREB T BREUATIER
Name of related party Relationship with the Group
2}y EA 7 £ E Y BA R
HEC Pharm Co,, Ltd. (B B RFF R S5 RH BR A F]) (‘HEC Pharm”) effectively owned by the ultimate
controlling shareholder
HERGHEERNERAR ([FREAEEE]) ARRERIRRERES
Sunshine Lake Pharma Co,, Ltd. (ER R EZEFR AR effectively owned by the ultimate
controlling shareholder
BRRGHEZFRAA HARRERIRRERES
Shaoguan HEC Packaging and Printing Co., Ltd. effectively owned by the ultimate
ARG B EHRIBRR AR (“Shaoguan HEC Printing”) controlling shareholder
ARG B RERBR AR ([ ARSI ) HAREERIRRERES
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REBZTHYBEREM T

(Expressed in Renminbi unless otherwise indicated)

(Fr=EEP  BAAREZ5)

19 MATERIAL RELATED PARTY TRANSACTIONS 19 EABEE SRS (&)

(continued)

Name of related party

B B

Relationship with the Group
A B HIBAR

Yichang HEC Power Plant Co,, Ltd.
(EERGHANBEERRAF) ("HEC Power Plant’)
HERGHAANNEBERAR([REANNESE])

Yidu Shanchengshuidu Project Construction Co,, Ltd.
(EHBILA K EBEEE T2 BR 2 A]) (“Yidu Construction”)
HELGUKER ZET R AR A0 ([ E#EE])

Ruyuan HEC Pharmaceutical Co, Ltd. (FLJRRFZ Y 2EZ AR A R))
("Ruyuan HEC Pharmaceutical”)

HURRS A EEFR AR ([FURRG L EEE])

Yidu Changjiang Machinery Equipment Co,, Ltd.
(EER TR AR 2 a]) ("Yidu Machinery Equipment”)
HMRIHMREARLDR ([EEER])

Shenzhen HEC Industrial Development Co., Ltd.
OFRYITT RIS EFEZFHRAMR 2 A]) (“Shenzhen HEC Industrial”)
RYTRGHEXERARAR(DRYIRGHEE])

HEC Medicine Retail Chain Co,, Ltd. (RF5 )t BEZEEEAR A A])
("HEC Medicine Retail”)
R hETEFEHEHAR AR ([RGHETE])

Dongguan HEC Pharm R&D Co., Ltd.
(R R BB R A ) (‘Dongguan HEC Pharm R&D")
Ree RS By aR A E ([ R RS &Yt )

HEC Biochemistry Pharmacy Co., Ltd.
(BEE R AR LG R AR]) ("HEC Biochemistry Pharmacy”)
HERGHEREFR AR ([RERE(CRIE])

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

HREIER R E A

effectively owned by the ultimate
controlling shareholder

HREIER R E A

effectively owned by the ultimate
controlling shareholder
HEREIZERBRRESESR

effectively owned by the ultimate
controlling shareholder
HREITERBRRERESR

effectively owned by the ultimate
controlling shareholder
HREIERBRRERESR

effectively owned by the ultimate
controlling shareholder
HEREZERBRRESESR

effectively owned by the ultimate
controlling shareholder
HEREIZERBRESES

effectively owned by the ultimate
controlling shareholder
HREZERBRRESESR

ERABBEEEXEFEHRSE - %
ERANE S BEAT XA -



19 MATERIAL RELATED PARTY TRANSACTIONS

Notes to the Unaudited Interim Financial Reports
ZN TR T e

(Expressed in Renminbi unless otherwise indicated)

(Fr=EEP - BAAREZ5)

(continued)

(a)

Transactions with related parties

(a) HEBEBLIZXZ

19 EXBEEBAIRS &)

During the six months ended 30 June 2021 and 2020, the B Z - KT -FTF

Group entered into the following material related party

transactions:

—_—

NA=+BIERER  A&EE

RIMATEANBEB RS

Six months ended 30 June

BEANA=tTHIERMEA

2021 2020
=®¥-—F _—T_TF
RMB’000 RMB'000
AR®ET T AREFT

(i)  Purchase of goods from: ) BUTEHFBEER:
— HEC Pharm —RGER = 12,145
— Shaoguan HEC Printing — EREA RS S ED R 1,562 16,355
— Ruyuan HEC Pharmaceutical — IRR G B 9,733 -
— HEC Power Plant — RGHNNEE 10,573 5,743
— HEC Biochemistry Pharmacy — WG A Bk 22,987 -
44,855 34,243

(i) Accept service from: (i) BEIXATEFRE :

— HEC Pharm — RI5 e - 2,389
— Sunshine Lake Pharma —ERRGNEE 12,328 48,744
— HEC Biochemistry Pharmacy — R A R 1,858 =
— Yidu Construction — H#EPREEE 26,044 26,520
40,230 77,653

(i) Lease assets from: (i) MATEHEEEE
— Ruyuan HEC Pharmaceutical — FLRR G e 2 5650
— Dongguan HEC Pharm R&D — R [5G EY 1,113 =
1,113 5,650

(iv)  Payments past through: (v) BEUATEFAK:

— Shenzhen HEC Industrial — RURGHESE 4,338 54,760
— Sunshine Lake Pharma — ERR[G s 20,527 8,974
24,865 63,734
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REBZTHYBEREM T

(Expressed in Renminbi unless otherwise indicated)

(Fr=EEP  BAAREZ5)

19 MATERIAL RELATED PARTY TRANSACTIONS

(continued)

(a)

(@) Transactions with related parties (continued)

19 EXBEEBAIRS &)

HEBE X5 (E)

Six months ended 30 June

BEANA=tTHIEAREA

2021 2020
—EB-—-F —ECERF
RMB’000 RMB'000
AR¥T R AREF T
(v)  Proceeds arise from Target Products: (v) B 127 REEBIFTS
FE
— Sunshine Lake Pharma — ERRG R EE 12,844 10,080
(vi)  Sales of goods to: vy MATESHEEER:
— Sunshine Lake Pharma — ERRGEEE 1,919 -
— HEC Medicine Retalil —RBERETE 312 4,165
2,231 4,165
(vii)  Purchase of fixed assets from: (viiy TAIAT& A EEET
BE
— Yidu Machinery — E R 2,746 9,946
(viii) Purchase of intangible assets from:  (viii) [AJLA N & T EREBE
BE
— Sunshine Lake Pharma — ERRG B 244,056 781,394
(b) Balances with related parties (b) EdREEEA RVAEER
(i)  Amounts due from related parties (i) FEWESEE T =18
At At
30 June 31 December
2021 2020
R=B=—F R-ZT-ZF
AA=+H +t—A=+—AH
RMB’000 RMB'000
AR¥ TR ARETTT
Prepayment to and trade TERTRIE M EWA T
receivable from: BIME SFIA
— Sunshine Lake Pharma — ERRRG e aaE 252,319 444,675
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AEBRTHYBEREM T

(Expressed in Renminbi unless otherwise indicated)

(Fr=EEP - BAAREZ5)

19 MATERIAL RELATED PARTY TRANSACTIONS 19 EABEES XS (&)

(continued)
(b) Balances with related parties (continued) (b) EEEBEEARIEEER(E)
(i) Amounts due to related parties (i) FE(TEIEE S A
At At
30 June 31 December
2021 2020
R=ZF=—F RZ_ZTF
AA=+H +t—A=1+—H
RMB’000 RMB'000
ARBT T ARBTF T
Trade payables and other payables to: JEftIA N & T HIE 5 &
H At 5RIH -
— Yidu Construction — EHEPEREE 6,515 37,108
— HEC Biochemistry Pharmacy — HG A bRl - 963
— Sunshine Lake Pharma — EREG 6,985 4276
— Shaoguan HEC Printing — AR5 S EN R 1,674 152
— Dongguan HEC Pharm R&D — RER G Y 1,213 >
— Others — HAth 332 -
16,719 42,499
20 NON-ADJUSTING EVENTS AFTER THE 20 HENRFEFAESE
REPORTING PERIOD
On 19 March 2021, the Company entered into an agreement with E/\f S —F=A+NAB ARAAEHE
Shenzhen HEC Industrial pursuant to which Shenzhen HEC Industrial FYNRES BRG] ek - BBUL - R
agreed to transfer 10% equity interest in Sunshine Lake Pharma at nil J‘JH%B&Et,\%WﬂK’R—j EE=IRvE i)
consideration to the Company in connection with the Company’s T F R BRI AR AlZEARAR R &Y
agreeing to enter into a new non-competition agreements and the EEFEF AR BEUSREERE
revision of the relevant competition undertaking of the controlling R G BEZER 10% R T ARAT]
shareholders of the Company. Pursuant to the aforesaid agreement, RIE Eilitpeg - NARIER S TIK
the Company will only obtain the ownership of the equity interest in I ERIE 7 UG B SR RIS B2 25 Ak
Sunshine Lake Pharma upon the satisfaction of certain conditions. EWFTERE - A RR)WEESERRE
The Company did not obtain the ownership of the equity interest in GrREXRENMERE BEEZ
Sunshine Lake Pharma until July 2021, when all the conditions were ——Ft A EBEK ﬁ?fELﬁXHT :
satisfied and the Company has the right to manage, use, benefit ARG BREER ERBMRRE 1t
from and disposal of the equity interest. FESRHEERRE °
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REBZTHYBEREM T

(Expressed in Renminbi unless otherwise indicated)

(Bx

21

»EERI

BIAAREZ7)

IMPACTS OF COVID-19 PANDEMIC

The COVID-19 pandemic since early 2020 has brought about
additional uncertainties in the Group's operating environment and

has impacted the Group's operations and financial position.

The Group has been closely monitoring the impact of the
developments on the Group's businesses and has put in place
contingency measures. These contingency measures include but not
limited to: assessing the sales impact of key products oseltamivir;
improving the sales of new developed products, negotiating with
distributors on repayment schedule, continuously monitoring the
marketing activities and strengthening cost control. The Group will
keep the contingency measures under review as the situation

evolves.

As far as the Group's businesses are concerned, the outbreak has
caused negative impact on the revenue and profit from operation,
and impacted certain debtors’ repayment schedules as well as

inventory turnover since March 2020.

The directors of the Company believe consumer sentiment will be
recovered from COVID-19 pandemic eventually as the vaccine will
be expected to be extensive distribution in 2021. The Group will be

cautious and stay vigilant and react to the evolving situation.

21

FESRESHRAEETE
- -_TFFY) FRTRESH
KRB HAREELERBHRBIN
MERAE  WHEAEELENRYG
AR

AEB-—ERYERSEFEHAE
EEBNTE TORIEZERE -
ZERBEBBEFEEIRR : FHEE
CEMBAMENHEETE  HEH
FRHERNES  BREFBHRES
HEEITIER - BEEREHEET
SRR ARSI - BEETL B HE - A%
BB SRR -

MARENER NS - BIEHEES

Mg nFiEKBETE W2
ETEBANERKHEERR - -F
F=ZAURNFEREE -

AAREERE  mRET —E
FREIABRE  HBEBERK

R AT TR S B I A o e/
o - AREBRSEREIS - A
85 B -
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Xicheng District

Beijing

the PRC
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Corporate Information
NEER

HONG KONG LEGAL ADVISORS

Jia Yuan Law Office

17/F

No. 238 Des Voeux Road Central
Sheung Wan

Hong Kong

H SHARE REGISTRAR

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

183 Queen’s Road East

Wanchai, Hong Kong

STOCK CODE

01558

COMPANY’S WEBSITE
www.hec-changjiang.com

LISTING PLACE

The Stock Exchange of Hong Kong Limited
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