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We are a leading integrated

pharmaceutical company in China,
engaging in the research and
development, manufacturing,
distribution and retail of a broad
range of pharmaceutical and
healthcare products. In 2017, our
total revenue is HK$172.5 billion
and the net profit is HK$6.9 billion.
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PROFILE

China Resources Pharmaceutical Group Limited is a leading integrated
pharmaceutical company in China, established in 2007. The Group has
developed to become the fifth largest pharmaceutical manufacturer and the
second largest distributor in China. In October 2016, the Group successfully
completed its global offering in Hong Kong, marking the largest IPO in the
healthcare sector of that year. Since its listing, the Group has been included in
a number of capital market indexes such as MSCI China Index, FTSE Global
Large Cap Index, constituent stock of Hang Seng Composite Large Cap Index
and Hang Seng Stock Connect Hong Kong Index, reflecting a global
recognition by the international capital markets on the Group's business
performance, growth potential, market capitalization, and share liquidity.

As a leading integrated pharmaceutical company, our business spans across
manufacturing, distribution and retail of pharmaceutical and healthcare
products in the PRC.

Our manufacturing business encompasses the research and development,
manufacturing and sale of pharmaceutical products. We manufacture a
comprehensive product portfolio comprising chemical drugs, Chinese
medicines and biopharmaceutical drugs as well as nutritional and healthcare
products, covering a wide range of therapeutic areas including cardiovascular,
alimentary tract and metabolism, large-volume IV infusion, pediatrics,
respiratory system etc.. Besides, we own a series of strong well-known brand
names including “Sanjiu(=1)", “Dong-E-E-Jiao (BEFAIFI )", “Double-Crane
(#£8)" and "Zizhu (17)".

We operate a national distribution network comprising 153 logistics centers
strategically across 27 provinces, municipalities and autonomous regions in
China. Leveraging our comprehensive product portfolio and wide distribution
networks, we directly distribute products to hospitals and other medical
institutions across the country. In addition, we operate one of the largest
retail pharmacy networks in China, comprising around 800 pharmacies
under national or regional premium brand names — “CR Care (£ )& =)”,
“Yibaoquanxin (BB{RZ%7)", “Li'an chain (2Z3&4H)", and “Tung Tak Tong ([&
fEE)".

China Resources Pharmaceutical Group Limited Annual Report 2017
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BOARD OF DIRECTORS

Mr. FU Yuning

Mr. WANG Chuncheng

Mr. SONG Qing

Mr. LI Guohui

Mr. CHEN Rong

Mr. YU Zhongliang
Mr. WANG Chenyang
Ms. WANG lJing

Mdm. SHING Mo Han Yvonne (appointed on 7 August 2017)
Mr. TSANG Hing Lun (passed away on 4 June 2017)

Mr. KWOK Kin Fun

Mr. FU Tingmei

Mr. ZHANG Kejian

AUDIT COMMITTEE

Mdm. SHING Mo Han Yvonne (Chairman)
(appointed on 7 August 2017)
Mr. TSANG Hing Lun (Chairman) (passed away on 4 June 2017)
Mr. FU Tingmei (acted as Chairman from
6 June 2017 to 7 August 2017)
Mr. CHEN Rong
Ms. WANG Jing
Mr. KWOK Kin Fun
Mr. ZHANG Kejian

NOMINATION COMMITTEE

Mr. FU Yuning (Chairman)

Mr. WANG Chuncheng

Mdm. SHING Mo Han Yvonne (appointed on 7 August 2017)
Mr. TSANG Hing Lun (passed away on 4 June 2017)

Mr. KWOK Kin Fun

Mr. FU Tingmei

Mr. ZHANG Kejian
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REMUNERATION COMMITTEE

Mr. KWOK Kin Fun (Chairman)
Mr. CHEN Rong

Mdm. SHING Mo Han Yvonne (appointed on 7 August 2017)

Mr. TSANG Hing Lun (passed away on 4 June 2017)
Mr. FU Tingmei
Mr. ZHANG Kejian

CORPORATE GOVERNANCE COMMITTEE

Mr. FU Tingmei (Chairman)
Mr. WANG Chuncheng
Mr. LI Guohui

Mdm. SHING Mo Han Yvonne (appointed on 7 August 2017)

Mr. TSANG Hing Lun (passed away on 4 June 2017)
Mr. KWOK Kin Fun
Mr. ZHANG Kejian

EXECUTIVE COMMITTEE

Mr. WANG Chuncheng (Chairman)

Mr. SONG Qing

Mr. LI Guohui

AUTHORIZED REPRESENTATIVES
Mr. WANG Chuncheng

Mr. LI Guohui

COMPANY SECRETARY

Mr. LO Chi Lik Peter

LEGAL ADVISORS

Clifford Chance
Jia Yuan Law Offices

AUDITOR

Deloitte Touche Tohmatsu

REGISTERED OFFICE

41/F, China Resources Building
26 Harbour Road

Wanchai

Hong Kong

China Resources Pharmaceutical Group Limited
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2017 FFHR FRBEEEERLIF

HEAD OFFICE AND PRINCIPAL PLACE OF
BUSINESS IN HONG KONG

Room 4104-05

41/F, China Resources Building
26 Harbour Road

Wanchai

Hong Kong

SHARE REGISTRAR

Tricor Investor Services Limited
Level 22, Hopewell Centre
183 Queen’s Road East

Hong Kong

PRINCIPAL BANKERS

Agricultural Bank of China Ltd., Hong Kong Branch
Agricultural Bank of China Shenzhen Overseas Chinese Town Branch
Bank of America N.A.

Bank of China (Hong Kong) Limited

China Construction Bank Beijing Railway Branch

China Merchants Bank Chang’an Road Sub-Branch Beijing
Industrial and Commercial Bank of China Wangfujing Branch
ING Bank N.V.

Mizuho Bank, Ltd., Hong Kong Branch

Overseas-Chinese Banking Corporation Limited

Shanghai Pudong Development Bank Xuanwu Branch
Sumitomo Mitsui Banking Corporation

The Bank of Tokyo-Mitsubishi UFJ, Ltd., Hong Kong Branch
Westpac Banking Corporation

INVESTOR RELATIONS

Strategic Financial Relations Limited

COMPANY'’S WEBSITE
http:/Avww.crpharm.com

STOCK CODE
3320
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[BRBFAE]
“AGM"

[ EZ=REMA
"Articles of Association”
[EEE

“Board”

[ERBEEH ]

“BSComMcC”

[CFDA |
“CFDA"

[e¥ER<TA
“CG Code”
(e

“China” or “PRC"

IPNTEE SN

“Companies Ordinance”

[RAT) R EHEE]

"Company"” or “CR Pharmaceutical”

[EH%E]

“CR Double-Crane”

T5):EEAE  In this annual report, the following expressions shall have the following

meanings unless the context indicates otherwise:

AABIBRBERE

annual general meeting of the Company

RRBRZZB—RFNA T BESRIRZRRRAN BB ZRAR) (B TEER])
the articles of association of the Company (as amended from time to time), adopted by
Special Resolution passed on 20 June 2016

RRREES

board of Directors

IERBEEEREEERF L RZEENF+ A=+ BEPEEMKZHEE
% REMHEERER

Beijing State-Owned Capital Operations and Management Centre (1t 5 Bl B & A 4E
EEIRAHIL), a state-owned enterprise incorporated in the PRC on 30 December 2008
and our substantial Shareholder

FEEREmEREEERER
the China Food and Drug Administration of the PRC (FEIER & S &R ES B B IR 44
=)

ETAR A SR AR R EA ST R

Corporate Governance Code set out in Appendix 14 to the Listing Rules

REARKNE - AAFRMNE - TRIEES  RFININTHR LG EH R
People’s Republic of China, excluding, for the purposes of this annual report only,
Hong Kong, Macau SAR and Taiwan

NEMERI (BREEDIE 622 F) (BT HHER])
the Companies Ordinance (Chapter 622 of the Laws of Hong Kong) (as amended from
time to time)

ERBEEEARR AR
China Resources Pharmaceutical Group Limited

ERHEREXRNHARAT AWML REREXZRNHERAT  —FKR—NANt
FRHATAARBHRBIEEFMKIZOAT - ERHELSFESFI ST LM (R
A 5% : 600062)

China Resources Double-Crane Pharmaceutical Company Limited ( 2 € #5 25 2 A3 9
BR/AF]), formerly known as Beijing Double-Crane Pharmaceutical Co., Ltd. (3t &
BB M ABRAR]), a company incorporated under the laws of the PRC on 16
May 1997, the shares of which are listed on the Shanghai Stock Exchange (stock code:
600062)

China Resources Pharmaceutical Group Limited Annual Report 2017
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“CR Holdings”

E- - 1-E S

“CR Pharmaceutical Commercial”

[EE=N]

“CR Sanjiu”

[E=x]

“Director(s)”

[ SR B B2

“Dong-E-E-Jiao”

[ &ME

"Group"

[&#]
“Hong Kong”

[ERDRER]
“IPO"

[
“Listing”

[EH B
“Listing Date”

20176 F EHBREEEERAR

EFH(ER)ABRAR  —xR— NN\ =FtANBBTETMHINBERAE - &
FEHEROHARARZEMB AR REFIEERAR
China Resources (Holdings) Company Limited, a company incorporated in Hong Kong
with limited liability on 8 July 1983, which is a wholly-owned subsidiary of China
Resources Co., Limited and our controlling Shareholder

EHBRERNEEEBRAG AL REBERNBERLR  —KRIZZEZF
TZAZ T ERBERBIEERI MO RR] - BRERR B2 EHEA R

China Resources Pharmaceutical Commercial Group Company Limited (2 &8 %455 %
&£ BB AF]), formerly known as Beijing Pharmaceutical Co., Ltd. (1t REEBERLD A
fR727]), a company incorporated under the laws of the PRC on 27 December 2000

and a wholly owned subsidiary of our Company

EH-NBERNERAG  AB=ZNBERNERAF  —KR—ANNFT
AZ+—BRBEHRBUEESMK IR T - EROERNFFRZ S L (RH
5% + 000999)

China Resources Sanjiu Medical & Pharmaceutical Company Limited (8 = J1. B8 B2%
P ABRAT]), formerly known as Sanjiu Pharmaceutical Co., Ltd. (= LB ZERL D BRE A
A]), a company incorporated under the laws of the PRC on 21 April 1999, the shares of
which are listed on the Shenzhen Stock Exchange (stock code: 000999)

V7N ===
director(s) of the Company

HEUPTBAR (DA R AR - AHE LSRRI « ILREM B (EE) BHERA
A IR EFF B GBR AR - —RPR—AAUFES AU BRES REZE M
B RF - HROERYIFESRR ST ET (RMDASR : 000423)

Dong-E-E-Jiao Company Limited (58 [ il 2 B 15 B R 2 &), formerly known as
Shandong Dong-E-E-Jiao Factory (LI 5 BRI Bl 28K ), Shandong Dong-E-E-Jiao (Group)
Co., Ltd. (LU B3R Py fr] B (£5 @) % 19 B PR 2 &) and Shandong Dong-E-E-Jiao Co.,
Ltd. (LU BRI RIS AR A &)), a company incorporated under the laws of the
PRC on 4 June 1994, the shares of which are listed on the Shenzhen Stock Exchange
(stock code: 000423)

ZAYNSI)S B0 VNS

the Company and its subsidiaries

PEEFBRHIITHER
the Hong Kong SAR of the PRC

EPNGEES

initial public offering

PR FERGE S PT AR T
the listing of the Shares on the Main Board of the Stock Exchange

—E-R"Ft+A=-1+\H
28 October 2016
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“Listing Rules”

[E2E<FAl ]
“Model Code”

[BRER]

“Prospectus”

[R5 8
“Reporting Period”

M BITIRE |
“SAR"

[BEZ]
“SASAC"

[ &5 RIE KA
“SFO"

B
“Share(s)”

[BREE]
“Shareholder(s)”

[ B8 32 T
“Stock Exchange”

(BB
“HK$" or “HKD"

[AR®]
"RMB"

ESA
“US$” or “USD"

[%]
u%n

EARFRA - NP BEKIZHOARHERE -

B A PTEE 75 E AR Bl (B RHEET)
the Rules Governing the Listing of Securities on the Stock Exchange (as amended from
time to time)

ETRBIMT S PR ET BRI AERHETE R SNIRETR
Model Code for Securities Transactions by Directors of Listed Issuers set out in
Appendix 10 to the Listing Rules

RRARBHMA—ZE—RF+AT+HENEBRER
the prospectus of the Company dated 17 October 2016

HE_Z—+F+_A=+—HILHEFE
the flnanoal year ended 31 December 2017

PR R TR
Special Administrative Region, PRC

R AR EEEEEE
the State-Owned Assets Supervision and Administration Commission of the State
Council

BAEEBIE ST BEEH R AE G0 (A TREET)
Securities and Futures Ordinance (Chapter 571 of the Laws of Hong Kong) (as
amended from time to time)

RAFRRGD
share(s) of the Company

RRRRAHFEE A
holder(s) of Shares of the Company

BEEBAERIAERAF]
The Stock Exchange of Hong Kong Limited

BT BEEEEY
Hong Kong Dollars, the lawful currency of Hong Kong

ARET  PEAEESR

Renminbi Yuan, the lawful currency of China

E EBEEEH
United States Dollars, the lawful currency of the United States of America

AT

per cent

AR In the event of any inconsistency in the Chinese and English versions of the

AP X EREH B ELNATMAIRE - 8 names of the PRC established companies or entities, laws or regulations in his

AP BTER%E -

annual report , the Chinese version shall prevail.

China Resources Pharmaceutical Group Limited Annual Report 2017
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Dear Shareholders,

| would like to extend my sincere appreciation to the Shareholders and
stakeholders for their support for CR Pharmaceutical. As Chairman of the
Board, | hereby present the annual results of CR Pharmaceutical for the year
ended 31 December 2017.

During the previous year, the Group met both opportunities and challenges.
The global economy has embarked on a growth cycle, while the Chinese
economy maintained the momentum of stable and sound development under
the new normal, as the PRC further advanced its supply-side structural reforms.
China’s pharmaceutical industry as a whole has entered into a stage of
structural reform, as the “Healthy China” plan was upgraded to a national
strategy, underpinned by the announcement and implementation of a range
of important policies on medical reforms aiming to encourage research and
innovation, strengthen quality control, and regulate the distribution channels
of pharmaceutical products. With clear objectives, such reforms had a
profound impact on the pharmaceutical industry chain, driving fundamental
changes on all fronts. New products and technologies as well as novel business
models were propelling industry upgrades, rewriting market norms and
expediting the process of industry consolidation as disparities among industry
players and products became increasingly evident.
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20176 F EHBREEEERAR

Year 2017 was a crucial year for the Group’s comprehensive implementation
of its “13th Five-year Plan” strategy. With a thorough grasp of the
development trends of the industry and market demand, the Group further
elucidated its path of strategic development and made stronger efforts to
facilitate innovation and transformation, business restructuring, resource
allocation and international cooperation, playing to the strengths of its
integrated business model. We also seized the opportunity presented by the
launch of relevant government policies to improve our product and business
mix, business network deployment, control over end-sales, market shares and
quality in products and services, while driving for business synergies and
resource-sharing to enhance our operational and management efficiency. Our
leading position in the industry has been further cemented as a result. In 2017,
CR Pharmaceutical was included as a constituent stock respectively by the
Hang Seng Composite LargeCap Index, FTSE Global Equity Index Series (Large
Cap) and Morgan Stanley Capital International (MSCI) China Index, reflecting
strong recognition in the capital market.

During the Reporting Period, the Group continued to place an equal emphasis
on organic growth and external acquisition. Despite the challenging business
environment, we once again delivered solid results to reward the Shareholders
for their trust and support, underpinned by stable growth in major
performance indicators and further improvements in overall strengths. For
2017, the Group recorded total revenue of HK$172,532.2 million, representing
a year-on-year increase of 10.1% (or 11.6% if denominated in RMB). Profit
attributable to equity owners of the Company amounted to HK$3,483.0
million. There was an increase of 23.4% (or 25.1% if denominated in RMB)
compared to 2016. Such excellent results laid a solid foundation for the
implementation of the Group’s “13th Five-year Plan” strategy.

Looking to 2018, China’s macro economy is expected to sustain high-quality
and stable development, and the PRC will further deepen supply-side structural
reforms. With the implementation of the “Healthy China” strategy, the reform
of China’s pharmaceutical and healthcare system will enter into a critical stage,
where more emphasis will be put on economic values, higher standards,
control and regulation, innovation and new business forms, the reshape of the
market for drug distribution, product quality and the standardisation of
operations. Downside pressure and growth dynamics coexist in the
development of pharmaceutical industry, while the degree of market
concentration is expected to increase. In the meantime, an aging population
with stronger awareness of health, epidemiological transitions and the
application of novel technologies will combine to drive long-term rigid demand
for relevant product and services, and thus underpin stable growth of China’s
pharmaceutical industry in the long run. As such, the Group is strongly
confident in the future prospects of China’s pharmaceutical industry.
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Dedication to our mission of “guarding human health and improving the
quality of life”, the Group will continue to engage in progressive yet pragmatic
business endeavours with honour and integrity to become a leader in China’s
pharmaceutical and healthcare industry. We will take full advantage of the
opportunities presented by relevant government policies and apply intellectual
capital with strategic value in a flexible manner, dare innovate and be prepared
to change as we continue to optimise the allocation of our resources in the
core sectors and segments of the pharmaceutical industry chain in a vigorous
effort to drive industrial transformation and upgrade, improve our network
presence, strengthen control over upstream and downstream resources,
improve our product and business mix and step up with international business
development, fostering differentiated competitive strengths on the back of
synergies generated from our integrated business model to achieve sustainable,
healthy development characterised by high standards, efficiency and quality.

Last but not least, on behalf of the Board, may | once again express heartfelt
gratitude to all Shareholders, customers and strategic partners for their
unfailing trust and support over the years, as well as to the management team
and all employees for their hard work and dedication.

FU Yuning
Chairman

21 March 2018

China Resources Pharmaceutical Group Limited Annual Report 2017
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Highlights of the Year

EH-NUBEM - NSEREXZERAR (FIEEMNEE
FREXBRAT)M65% ik - E— L= NREEALER
R

CR Sanjiu completed the acquisition of 65% equity
interests in Jilin Sanjiu Jin Fu Kang Pharmaceutical Limited
(formerly known as Jilin Jin Fu Kang Pharmaceutical
Limited), a move set to further enhance CR Sanjiu's
product line for anti-neoplastic drugs.

ERHBEGEERHEBRATMAREELGE KRB REHK
MR- RZE—EF=ANAEK - AR - TEMAEBEF
Bl A R R B R E A BRRIEIEE - WHEAMEER
EEBRERREBETERNRS °

CR Pharmaceutical was included as a constituent stock of
Hang Seng Composite LargeCap Index by Hang Seng
Indexes Company Limited with effect from 6 March 2017.
At the same time, it was also admitted to the Hang Seng
Mainland Healthcare Index and Hang Seng Healthcare
Index and became immediately eligible for southbound
trading under Stock Connect Shanghai and Stock Connect
Shenzhen.

2017 FFHR FRBEEEERLIF

EHREREEAENBRERNEEYRERIEEREESE
IS 1EME - BT HEITIRRE @ R e MEE L -
CR Pharmaceutical entered into a strategic cooperation
agreement with The National Project Laboratory for Anti-
Neoplastic Protein Therapeutics at Tsinghua University (/&
ERENEREALCEYBRRIREERZ) in respect of
collaboration on research and development and
industrialization of relevant products and technologies.

EEBERBUBLERERESEDRRBR D ARENTE
X SERRK —ES FREARUMBERRENE —[R2 -
EE S A ME AR DB FE5T /& ] (M2ES) ©

CR Pharmaceutical introduced "polyethylene glycol
recombinant human endostatin” (M2ES), a candidate of
long-acting anti-neoplastic molecule targeted drug under
the National Class | New Drugs (B —48¥7%%), through
the acquisition of equity interests in Protgen Ltd. (1t R

BEEDRBREBERRAR).

EH-NEERIERIAERR WA EERIERN - F
B - 2IRETHEATOTC EmBEmiE [ HEE ] B -

CR Sanjiu formed a joint venture with Sanofi, the
cooperation went well. In addition, the sales of the liver-
protecting OTC drug under the global leading brand
“Essentiale” went smoothly.



EHERRAAE RS EMEBURAERT  HBE
BIELWHRE  CBENSEW  PERRRISAIHR
2EAMR  RTBEATHENBEA EBEBIE -

CR Pharmaceutical entered into an agreement for strategic
cooperation with FUJIFILM Corporation in Japan, aiming at
full-scale cooperation in areas such as biosimilar drugs,
chemical drugs and equipment, chinese medicines and
healthcare products for the development of a mutually
beneficial and sustainable strategic partnership.

EHEHRTRUBEBREX (R AREEAR(AIE 58
B e RET RN BRAT) B 100% ke - Br L
BRETERNBRARZINEEHEE - TURRRIUER
B o

CR Double-Crane completed its acquisition of 100% equity
interests in Double-Crane Pharmaceutical (Hainan) Company
Limited (formerly known as Hainan Zhong Hua Lian He
Pharmaceutical Company Limited) which specialises in the
manufacturing of alimentary tract, anti-infective and anti-
tumor drugs.

EHBEEERAASLEN [FRERIFNEDHES L] BE
BEREEAREEEREET - ZAEPOLZRBEETES
B EARNEEERMPABB LMK RAEHERE
MIRHRORNSE  HRESESBEENENEOTRIRE -

The plague unveiling ceremony for the “Innovative Precision
Medicine R&D Centre”, a research facility jointly established
by CR Pharmaceutical and Nankai University, was held in the
Jinnan Campus of Nankai University. The R&D Centre is built
on the respective research and development advantages and
resources as well as the needs of the two parties, boasting
the features of both a key laboratory and an engineering
centre. The scope of research covers the key procedures in
research and development of new drugs.

FHBEERAAETH2HRRREH(RER) - ERFRREHR
RERDIREH#EE  RZE—tFRATLHER - R
BRAERELNBREE  TRERFERAEE 47
REDTE T RANE b5 B B A O &L

CR Pharmaceutical was included in the FTSE Global Equity
Index Series (Large Cap), FTSE All-World Index and FTSE
Global AllCap Index, starting with effect from 19 June
2017. FTSE indices are global leading stock indices
principally designed for being performance benchmarks,
as well as benchmarking derivatives and other index-linked
products.
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CR Pharmaceutical and Omron Healthcare Co., Ltd entered
into a strategic cooperation agreement to build a mutually
beneficial and sustainable strategic partnership in medical
equipment businesses and medical services.

FHNERARBLURESRERBR A A 65% KK
SR UEEE - B BN = VR T IR R 28 Ndn
& AINREXRREREE R

CR Sanjiu completed the acquisition of 65% equity
interests in Shandong Shenghai Health Products Co., Ltd.
The acquisition would enable the swift replenishment of
mainstream healthcare products in various types and
categories by CR Sanjiu, accelerating the development of
its healthcare business.

AR AR A5 LE B BRI

EH=NAETRIZE BN EE B R QA G T Basilea
Pharmaceutica International Ltd 2 &) ([ Basilea ) 5 Basilea 5
TEMNEMFARBMRRNERCEALER)ZZHEAM -
BE  RFINBRBINRESERE

Shenzhen China Resources Gosun Pharmaceutical Co.,
Ltd, a subsidiary of CR Sanjiu Pharmaceutical, entered into
an exclusive technology license agreement with Basilea
Pharmaceutica International Ltd (“Basilea”) of Switzerland
for Basilea’s 5th-generation cephalosporine antibiotics
(ceftobiprole) in China, Hong Kong and Macao.

2017 FFHR FRBEEEERLIF

e ,-.__I_ E_ :
EFHBREREPEAREMEBARRKLEBEEERR
BET  TENFTERBHETERERE  E2—HRER
ARME2ET - RESFREGEHEEBRERAR
BRENTREEMENE (L5 PE - BERBFIRN
MIREMS -

China Resources Pharmaceutical Industry Investment Fund
was formed by CR Pharmaceutical, CR Capital and other
partners to principally engage in equity investments in
China’s pharmaceutical enterprises. The first phase of the
fund has a size of RMB2.5 billion. The fund will establish an
investment portfolio under the strategic development
direction of CR Pharmaceutical, comprising the subjects of,
among others, chemical medicine, chinese medicine and
medicine distribution in different stages.

EHBENETFLAR — EHERCER)BEARAFNET
¥ M| (Beigene Switzerland GMBH) 28 B 48 & 85175 E © &K
BEHEBEFEEE  EEERGCER) BEKHE B ESMN
=HREBEMEPEIA B IHE -

China Resources Guokang (Beijing) Pharmaceutical Co., Ltd (£
BB E(E =) B &% F R 2 A, asubsidiary of CR
Pharmaceutical Commercial, entered into a general distribution
agreement with Beigene Switzerland GMBH, pursuant to
which China Resources Guokang acquired the general
distributorships for 3 major products of Beigene.

11 BeiGene
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CR Pharmaceutical was included in the Morgan Stanley
Capital International (MSCI) China Index with effect from
1 December 2017. CR Pharmaceutical was also included in
the Hang Seng China-Affiliated Corporations Index and
the Hang Seng China (Hong Kong-listed) 100 Index with
effect from 4 December 2017.

FHBEENZRF AR - RIIREREBHELEAFD
EBTRTEEEHEZRENARBM A ERHHR -
EHERRDRKAEZESENYFRER R BRERETH
E BERESIANZREZNELERE  EEEMRR -

CR Pharmaceutical entered into an agreement with Reckitt
Benckiser (“RB"”) for cooperation in commercial
distribution of the healthcare product series of RB. The
two parties agreed to advance their mutual beneficial
strategic partnership. RB healthcare products will be sold
in CR Care Company Limited stores across the nation,
while more premium RB products will be introduced to
enrich the product line.

g e =

EHBETHRBERHEEA0% LR 2B - thXIgE
EEHEEE \RAEEEENEE ¥ RKRAMKFEED
Bl E D HRIIMBLMA - BAREFERMNmEES - R
ANHEEERE - st W ER LRI EEELT -

CR Pharmaceutical completed the subscription of the
enlarged equity interests of 40% in CR Leasing. Such
capital contribution was an important step for CR
Pharmaceutical to expand into financial leasing business.
By leveraging its leading position of pharmaceutical
distribution in China together with its own resources and
brand advantages, CR Pharmaceutical will enhance the
industrial and financial cooperation to strengthen the
coverage of medical terminals.

B S B Xbrane AR E BB S EHE - HR#ET
BIRERAEMIALIZE Xlucane B E ©
CR Pharmaceutical entered into a strategic cooperation

agreement with Xbrane Biopharma AB of Sweden for the
joint development of Xlucane, a ranibizumab biosimilar.

China Resources Pharmaceutical Group Limited Annual Report 2017
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Awards

FHEBKEPETREER S SREN [PETETERET
HEEELEREHEQ016)] B -

CR Double-Crane was
named the “Five-star
TR T A Enterprlse In

HEHE | Discharging Social

o Responsibility in

Industrial Sector in
China in 2016" by the
China Federation of
Industrial Economics.

EB=AM(PEARE= L5
A BT R R AIR R E R
L FEF )8 A S50 [oh 2o B8 58
BEHE—SE -

The project of the “key
technological innovation and
commercial application of
integrated development of | k
panax pseudo-ginseng, a = Ui
Chinese blockbuster medicine” | ‘;
by CR Sanjiu received the |

“Science and Technology

Award (First Class) of the China

Association of Chinese

Medicine”.

PHRAEHFEHSEAR
i B
ML PAHALMLCAGSEL

EAHLER S ke m
e — ¥

KR A

REPA BRI A [2017 BIR m a8 -

Dong-E-E-Jiao was successfully selected in the “2017
National Brand Plan”.

20176 F EHBREEEERAR

BRE M 2016 F R MBI TR ETMA DM EBE) °
BERT AT RNFERBEERTEXBHRABRED @ F
R EREEEIEREE— -

The Ministry of Commerce of the PRC published the
“Report of Statistical Analysis on the Operation of
Pharmaceutical Distribution Industry of 2016"”, which
shows that CR Pharmaceutical Commercial continued to
ranked second among the top 100 distributors in 2016 in
terms of revenue.

ERRESROFABRNREMEMEBREBERR 5 B
BT MA (2016 FE PR BT EREE] #H
=N RO - EHEEEHYISE 2047 - 367 F1381L ©

A number of companies under CR Pharmaceutical were
listed on the “Top 100 Medicine Manufacturers in China
in 2016" released by the Southern-Medicine Economic
Research Institute of China Food and Drug Administration,
and CR Sanjiu, Dong-E-E-Jiao and CR Double-Crane were
ranked 20th, 36th and 38th, respectively.

September LA

2016 FETRBETXARAE | AFLMEEHBET
XERFELIBR  EHBEKIERM -

CR Pharmaceutical was ranked fifth on the “List of Top
100 Enterprises of Pharmaceutical Industry in China in
2016" announced on the 34th China Pharmaceutical
Industry Information Annual Conference.

MERERITEZ AR BFBEIRDRCEN [2017 518
- AMMBEESHESETENL ETARRRAR | EFR
BRIT EREERE [PEBEMSEMRRE] -

CR Pharmaceutical was awarded the “Outstanding
Performance Award in Pharmaceutical Market in China”
on the “Frost & Sullivan Growth, Innovation and
Leadership Summit 2017 and Best Practice Award
Ceremony” organized by Frost & Sullivan, a global well-
known industrial consultant.



- FEREEFEEER A
@ R&(CQCC) L - g &
P %[ B BXQC(Quality Control)
Plaque of Recognition %ﬁj °
Sl Dong-E-E-Jiao was awarded

the “International Quality
—— Control (QC) — Gold
Award” on the 42nd of the
International Convention on
Quality Control Circles.

2017 BIBR B B AR G
SEFHETEEEYR
TRFEL EHBRERE
Km2016-207 FEEEY B R E W

fEsE [2E 8] - L s

CR Pharmaceutical was
awarded the “Gold Quality Award of Medicine Supply
Chain 2016-2017" on the International Pharmaceutical
Supply Chain Summit 2017 and the 4th of Annual
Conference of Pharmaceutical Logistics Industry in China.

AN & L R

2016-2017TEMERRREG “&HE"

2017 Bt BREITEFE
e AR - FEHEBREENT|
2017 BB ETECEEE
+g] E o EHEBRE
FRARIEHENEXEBERE
ERBIHERET2017HR R
BRBTETENERAE
LA

CR Pharmaceutical was repeatedly ranked the 2nd of the
“Top 10 Pharmaceutical Companies in China” and CR
Double-Crane and its subsidiary, China Resources Saike
Pharmaceutical Co., Ltd., were named as the “Top 100
Chemical Pharmaceutical Industry Enterprises in China in
2017" on the “ChemPharm Annual Summit 2017".

F+—EPEREEES0RIEERRM - EHEEERZE43
i FEEEEDFERMFE AL -
CR Pharmaceutical was ranked 43rd on the 11th of the

Top 500 Most Valuable Chinese Brands and ranked 2nd
among the pharmaceutical manufacturers on the list.

FR-N(PEARE=tHAHENBRRMAERESR
LIEA) B RE 20177 FEBRM ERMES R _FE -

The project of the “key technological innovation and
commercial application of integrated development of panax
pseudo-ginseng, a Chinese blockbuster medicine” by CR
Sanjiu received the State Scientific and Technological Progress
Award — second-class in 2017.

EREBEILRTARBFEEE R RAZAE FER 1R
MARBAEEERE] -

CR Double-Crane was awarded the “Beijing Municipal
People’s Government Quality Control Award at the Beijing
Municipal People’s Government Quality Control Awards
Ceremony.

E22017 FEFBBER T BREMGA AR (RKE)F -
H=NMERIQRE TR, BREE EHRE RWERE —
BB\ FRURR o

CR Sanjiu’s 999 Ganmaolin granule/capsule has been
repeatedly named the best anti-influenza product in the
comprehensive ranking of PRC nonprescription
manufacturing enterprises (Chinese prepared medicine
category) 2017 for eight consecutive years.
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Financial Highlights

REBNBAERLEMBEE 2 KEFNELEE A summary of the Group's audited results, assets and liabilities and the key

ERAENREEMAEL RBMEY| RO financial ratios for the last five financial years is set out as follows":
2017 2016 2015 2014 2013
FE(BEBT) For the year (in HK$ million)
Wz Revenue
I% Manufacturing 26,362 22,375 21,607 19,714 20,837
il Distribution 141,826 130,313 121,191 111,790 91,652
=& Retail 4,244 3,914 3,651 3,040 2,601
HAtb Others 100 103 119 1,205 1,861
By Total 172,532 156,705 146,568 135,749 116,951
EF Gross profit 28,276 24,109 23,199 21,490 20,149
DEBEE Segment earnings
T Manufacturing 7,666 7,446 7,251 6,873 7,126
ook Distribution 6,564 5,529 5,677 5,481 4,186
TE Retail 116 118 101 140 124
HAith Others 60 68 58 196 290
e Total 14,407 13,161 13,087 12,690 11,726
FERFHE Profit for the year 6,867 5,968 6,082 5,492 5,455

NEEEAFEGTLE  Profit attributable to owners of
the company 3,483 2,821 2,850 2,646 2,640

R12A31H(BEET) Asat31December (in HK$ million)

EREEE Non-current assets 47,556 40,183 38,292 37,520 36,025
MENVEE Current assets 113,199 93,802 88,857 84,277 68,798
BEE Total assets 160,754 133,985 127,149 121,797 104,823
FErHalE Non-current liabilities 5,883 8,699 15,079 19,175 13,276
mEaE Current liabilities 91,734 70,985 72,224 65,472 58,898
wEKe Total debt® 36,875 25,711 37,218 37,263 31,216
PSR Total liabilities 97,617 79,684 87,303 84,647 72,174
Rl Total equity 63,137 54,301 39,846 37,150 32,649
[z Ratios

ERE Gross margin 16.4% 15.4% 15.8% 15.8% 17.2%
R Net profit margin 2.0% 1.8% 1.9% 1.9% 2.3%
SFRE R Net debt to total equity 36.0% 21.6% 62.3% 64.2% 49.1%
MBI % Current ratio 1.2 13 1.2 1.3 1.2

Bet - Notes:

(1) #HE=ZZF—=F -—F—WF —FT—AF+= (1) The Group’s results, assets and liabilities and the key financial ratios for the years
A=Z+—HIFFEWEE  BEEBEXREEY ended/as at 31 December 2013, 2014 and 2015 are extracted from the
BRI B HREFE - Prospectus.

(2) BEKEIERITEANNETEFALER - (2)  Total debt refers to the sum of bank borrowings and bonds payable.

2017 FFHR FRBEEEERLIF
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Along with the recovery of the global economy, China’s macroeconomy has
maintained the momentum of stable and sound development, with its GDP
recording a year-on-year growth of 6.9%. Important progress has been made
in the supply-side structural reform in China. With the continuous release of its
economic vitality, momentum and potential, as well as the remarkable
enhancement in its stability, coordination and sustainability, China’s economy
has completed the transition from the phase of rapid development to a phase
of high-quality development.

Healthcare and pharmaceutical reform in China continued to deepen. The year
2017 marked a crucial year for the full implementation of the medical reform
plan for the " 13th Five-Year Plan”. The supply-side structural reform has been
promoted to all major aspects of the medical and pharmaceutical industry in
China. The overall development of the pharmaceutical industry in the PRC was
in good shape. According to the data released by the National Bureau of
Statistics of the PRC, the pharmaceutical manufacturing industry recorded a
revenue growth of 12.5% in 2017; moreover, according to the statistic data of
Ministry of Commerce of the PRC, the scale of drug circulation market in 2017
expanded approximately 8.5%, both significantly outperforming the
macroeconomy.

In 2017, we have witnessed the comprehensive structural adjustment and
restructuring across the pharmaceutical industry in the country, which were
driven by the intensive implementation of a series of major medical reform
policies and the multiple effects of such initiatives. We also saw unprecedented
scale of reform in pharmaceutical evaluation and approval systems, as well as
the transition of the consistency evaluation into a critical stage. CFDA joined
the International Council for Harmonization (ICH) and encouraged innovation
in research and development and overall improvement in the quality of
pharmaceutical products. With the full implementation of the “Two-Invoice
System”, the structural reform of pharmaceutical distribution segment has
been accelerating while the licensed large-scale distributors will benefit from
the opportunities arising from the new round of industrial consolidation. The
new version of Medical Insurance Drugs Catalogs, and the implementation of
certain policies, such as hierarchical diagnosis and treatment, the cancellation
of drug price mark-up in public hospitals, also had direct effect on product mix,
sales model and business channels. As the pharmaceutical industry in China
entered into a new policy cycle, pharmaceutical corporations are facing higher
requirements in terms of innovation capability, quality control and compliance
management, and will further accelerate integration across the industry.

China Resources Pharmaceutical Group Limited Annual Report 2017
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20176 F EHBREEEERAR

With the implementation of the national strategy of “Healthy China”, the
national reform of healthcare and pharmaceutical system in China will continue
to deepen. The focus has been shifted from cost control to quality
improvement, and greater emphasis will be placed on value orientation. The
pharmaceutical industry in the PRC is facing challenges including the stringent
control of medical insurance expenditure, reduction in tender price, and
structural adjustment in the short term, and with tightening supervision and
intensifying peer competition, enterprises are facing greater pressure from
production upgrade and recovery of funds. In the long run, the continuous
deepening pharmaceutical reform will lead the pharmaceutical industry to
develop in a more efficient and rational manner, encourage the overall industry
optimization and upgrading, as well as improve the standardization and
intensification of the industry. There is an enormous potential for growth and
consolidation in the pharmaceutical industry in China. We believe that, as a
leading integrated pharmaceutical enterprise in China, the Group, by
leveraging on the advantages of its diversified business network and product
portfolio, economies of scale and product quality under an integrated business
model and structured operations, will be a beneficiary from the deepening
pharmaceutical reform.

In 2017, the Group steadily promoted effective implementation of its key
strategies under the “13th Five-year Plan” in line with the direction of industry
policies and market demand, and strengthened its core businesses, accelerated
innovation and transformation, optimized its business structure, and established
a system of excellent operations. As a result of such efforts, the Group achieved
a solid growth in its overall results.

During the Reporting Period, the Group recorded a total revenue of
HK$172,532.2 million, representing an increase of 10.1% when compared
with that of HK$156,705.2 million in 2016. In terms of RMB, total revenue of
the Group during the Reporting Period recorded a year-on-year increase of
11.6%. In 2017, the revenue of the three major business segments, namely
pharmaceutical manufacturing, pharmaceutical distribution and pharmaceutical
retail businesses accounted for 15.3%, 82.2% and 2.5% of the total revenue,
respectively.

During the Reporting Period, the Group recorded a gross profit of
HK$28,276.1 million, representing an increase of 17.3% (an increase of
18.8% in terms of RMB) when compared with that of HK$24,109.1 million in
2016. The gross profit margin was 16.4%, representing an increase of 1.0
percentage point as compared with the gross profit margin of 15.4% in 2016,
mainly driven by the increase in the gross profit margin of the pharmaceutical
manufacturing business and the pharmaceutical distribution business as a
result of the optimization of product mix and business structure.
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In 2017, the Group recorded profit attributable to owners of the Company of
HK$3,483.0 million, representing a significant increase of 23.5% (an increase
of 25.1% in terms of RMB) when compared with that of HK$2,821.4 million
in 2016. Basic earnings per share was HK$0.55 in 2017.The Board
recommended the payment of a final dividend of HK$0.11 per share for the
year ended 31 December 2017.
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In 2017, the pharmaceutical manufacturing business of the Group
continued to enrich its product portfolio, optimize its product mix,
promote capacity optimization and technology upgrading, and enhance
the quality of its products as well as the efficiency of its operation. The
Group also explored the value of its products, adopted innovative sales
models, with the aim of expanding its market share. In addition, the
Group also speeded up the acquisition of products by innovating R&D
capabilities and expanding business cooperation on international level.
During the Reporting Period, the segment revenue in pharmaceutical
manufacturing business of the Group recorded HK$29,336.5 million,
representing an increase of 15.9% (an increase of 17.4% in terms of
RMB) when compared with 2016.

China Resources Pharmaceutical Group Limited Annual Report 2017
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By product categories, during the Reporting Period, the revenue from
sale of chemical drugs was HK$11,614.4 million, representing a year-on-
year increase of 20.4% (an increase of 22.0% in terms of RMB) when
compared with 2016, which was mainly due to the revenue increase in
specialty drugs such as nephrology and pediatrics, anti-infective drugs
and infusion products. The revenue from sale of Chinese medicines was
HK$15,276.1 million, representing a year-on-year increase of 15.6% (an
increase of 17.2% in terms of RMB), which was mainly due to the
revenue increase in Chinese prescription drugs for therapeutic areas of
cardiovascular and oncology, and the E-Jiao product series. The revenue
from sale of biopharmaceutical drugs was HK$148.3 million,
representing a year-on-year decrease of 39.2% (a decrease of 38.4% in
terms of RMB) due to adjustments of sales model. The revenue from sale
of nutritional and health products was HK$495.3 million, representing a
year-on-year decrease of 5.5% (a decrease of 4.3% in terms of RMB).

During the Reporting Period, the gross profit margin of pharmaceutical
manufacturing business of the Group was 60.8%, representing an
increase of 1.1 percentage points when compared with 2016, which
was mainly due to restructuring and upgrading of the pharmaceutical
manufacturing business, continuous optimization of the product mix and
improvement in the manufacturing process.
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As of 31 December 2017, more than 460 pharmaceutical products were
produced and sold in our pharmaceutical manufacturing business.
During the Reporting Period, the Group had 39 pharmaceutical products
with an annual revenue of over HK$100 million, among which 7
pharmaceutical products achieved an annual revenue of over HK$1
billion.

The Group regards the research and development innovation as an
important driver for its long-term development and continues to increase
its investments in research and development. During the Reporting
Period, the research and development expenditure were HK$1,054.3
million. The Group follows the government policies, industrial technology
development trends and market demands as directions to implement its
integrated research and development layout, continues to focus on
those research and development areas such as cardiovascular system,
oncology, alimentary tract and metabolism, the central nervous system
as well as the immune system, with a view to improve its core
competitiveness. As of the end of the Reporting Period, the Group
operated two nationally certified engineering and technological centers,
two nationally certified enterprise technical centers and 15 provincially or
municipally certified research centers. It also put in place post-doctoral
research stations and had over 600 research and development
personnel.

As of 31 December 2017, the Group had 223 projects including
researches on innovative drugs, generic drugs and product
improvements, and 19 projects were pending for registration approval
by CFDA. Moreover, priority was given to facilitate more than 40
consistency evaluation projects for generic drugs. Most of the projects
have finished pharmacy comparison studies and various projects have
commenced bioequivalence clinical trials. Four of which have finished
their bioequivalence clinical trials. During the Reporting Period, the
Group obtained 20 patents and had two products approved by CFDA
for clinical trials and had four products approved by CFDA for
production.

China Resources Pharmaceutical Group Limited Annual Report 2017
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The Group collaborates with domestic and overseas research and
development institutes through various flexible channels such as
technology licensing, service outsourcing and establishment of joint
laboratories. During the Reporting Period, the Group conducted multi-
directional strategic cooperation with partners, including National Center
for Nanoscience and Technology of Chinese Academy of Sciences (
RIEBT B R A KRIZ A L), Union Institute of Materia Medica (177750 %%
YIFT), Fujifilm Corporation (“FUJIFILM”) in Japan, Tsinghua University,
Nankai University and Pharmaron, where therapeutic areas include
oncology, immune diseases, anti-infection and respiratory system
diseases. A number of major projects were completed and applications
for cooperation with National Natural Science Foundation of China were
made, of which two projects had been supported by Ministry of Science
and Technology of the PRC in establishment of significant new medicines
development projects and funding. In addition, certain products under
research of clinical and market values were introduced.

In 2017, the Group made sustained efforts to expand the network
layout with a view to enhancing the width and depth of terminal
coverage in pharmaceutical distribution business. We also continuously
optimized and adjusted product portfolios and business structure, and
promoted innovative service models in order to improve operation
efficiency and quality. During the Reporting Period, the Group’s
pharmaceutical distribution business achieved a segment revenue of
HK$144,595.5 million, representing an increase of 9.3% (an increase of
10.8% in terms of R\VB) when compared with 2016.

During the Reporting Period, the Group’s distribution business
successfully entered into four provinces, namely Jiangxi, Hainan, Qinghai,
and Xinjiang. The Group also enhanced construction of provincial
platforms, accelerated network consolidation and penetrated into
grassroots markets to further strengthen the competitive edge of the
Group's pharmaceutical distribution business in the regional markets. As
at 31 December 2017, the pharmaceutical distribution network of the
Group covered 27 provinces, municipalities and autonomous regions
nationwide, with customers including 5,475 Class Il and Class I
hospitals, 37,941 primary medical institutions and 30,270 retail
pharmacies.

In 2017, leveraging on the implementation of medical reform policies
such as “Two-Invoice System”, the Group optimized its business
structure on an on-going basis. The proportion of the revenue from
direct sales to medical institutions in the total revenue from distribution
business continued to increase. As a result, the Group’s pharmaceutical
distribution business recorded a gross profit margin of 6.7% during the
Reporting Period, representing an increase of 0.5 percentage points
when compared with 2016.
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During the Reporting Period, the Group actively implemented its supply
chain management and promoted the distribution business operation
integration, aiming to build up its core competitive edge. The Group
steadily promoted the establishment of an integrated and professional
logistics system for the purpose of enhancing logistics efficiency and
management. As at 31 December 2017, the Group's distribution
businesses had 153 logistics centers, and the Group continued to expand
its upstream resources, increased introduction of quality products
designed for chronic diseases and major diseases, optimized product
structure, increased the imported categories and services. Efforts were
also made to vigorously develop medical device distribution business.
Meanwhile, taking into consideration the customers’ demand, the
Group promoted various innovative distribution businesses models to
enhance the value-added services to its downstream customers. As at 31
December 2017, the Group provided hospital logistic intelligence (“HLI")
services to more than 200 hospitals cumulatively, and commenced
dozens of network hospital logistics intelligence (“NHLI") projects.

During the Reporting Period, the pharmaceutical retail business of the
Group recorded revenue of HK$4,243.6 million, representing a year-on-
year increase of 8.4% (an increase of 9.9% in terms of RMB), while the
gross profit margin of the retail business was 17.5%, representing a
decrease of 0.8 percentage points when compared with that 2016. This
was mainly due to the rapid growth of direct-to-patient (DTP) business
which has a relatively low profit margin.

China Resources Pharmaceutical Group Limited Annual Report 2017
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As of 31 December 2017, the Group had 786 retail pharmacies in total.
During the Reporting Period, the Group further integrated the
pharmaceutical retail resources in terms of operational management,
operational categories and information system. The Group also actively
built up centralized procurement platforms to foster deployment of its
DTP business in western China, and carried out a variety of novel
business models such as chronic diseases management etc.. As at the

BB 38 50 & T © end of the Reporting Period, the Group had 88 DTP pharmacies covering
more than 50 cities in the PRC.
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Inclusion in a Number of Key Capital Market
Indices

Since its listing, the Group has been incorporated into a number of key capital
markets indices. Each of the indices is an crucial reference for investing in the
stock market. The Group’s inclusion indicated the overall affirmation of its
business results, development potential, market value and stock liquidity by the
capital market.

The Group was included in the constituent stocks of the Hang Seng Composite
LargeCap Index in March 2017 and was eligible for southbound trading via
Shanghai-Hong Kong Stock Connect and Shenzhen-Hong Kong Stock
Connect. It is also included in the Hang Seng Mainland Healthcare Index and
the Hang Seng Healthcare Index.

It was included in the FTSE Global Equity Index (LargeCap), FTSE All-World
Index and FTSE Global AllCap Index in June 2017. The FTSE Indices are the
world’s leading stock indices and are primarily used as a business performance
benchmark and as a basis for derivatives and other index-linked products,
which are widely adopted by investors in North America, Europe and Asia.
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The Group formally became a constituent stock of Morgan Stanley Capital
International (MSCI) China Index in November 2017. MSCI China Index Series
consists of a series of national indices, composite indices, domestic and
overseas indices, which are used by institutional investors as important
reference for investment in the PRC market.

In March 2018, the Group was included in Hang Seng Stock Connect Hong
Kong Index, Hang Seng SCHK Mainland China Companies Index, Hang Seng
SCHK ex-AH Companies Index, as well as the Hang Seng SCHK New Economy
Index Series. The Hang Seng Stock Connect Hong Kong Index is designed to
reflect the overall performance of securities listed on the Main Board of the
Stock Exchange eligible for investment by parties in the PRC through the Hong
Kong Stock Connect. The index serves as a valuable indicator for the
southbound trading and investment through the Shanghai-Hong Kong Stock
Connect and the Shenzhen-Hong Kong Stock Connect.

The Group has strong merger and acquisition capabilities and ample
experiences with proven track records. During the Reporting Period, the Group
successfully implemented several external acquisition projects, expanded its
business deployment. Besides, the Group applied advanced management
concepts and business models in the acquired entities, enabled resource
integration, and facilitated continuous growth of business.

For pharmaceutical manufacturing business, the Group completed several
acquisitions in different therapeutic areas and further enriched its product
portfolio in the fields of anti-tumor, digestive system and nutraceuticals. CR
Sanjiu completed its acquisition of 65% equity interests in Jilin Sanjiu Jin Fu
Kang Pharmaceutical Limited (F M= J1 & ¥ R % 2= G R 2 7)) (formerly
knonw as Jilin Jin Fu Kang Pharmaceutical Limited (Z 7 & 48 252 B R A 7)),
which manufactures anti-tumor drugs; it also completed the acquisition of
65% equity interests in Shandong Shenghai Health Products Co., Ltd (1L 528
YBRIERABBRAR]). with a view to speeding up the establishment of network
in the field of healthcare business. CR Double-Crane completed the acquisition
of 100% equity interest in Double-Crance Pharmaceutical (Hainan) Company
Limited (EEREEE (F/)FREMTLAT]) (formerly known as Hainan Zhong
Hua Lian He Pharmaceutical Company Limited (78557 {b B & 5| %5 T 3£ A% 17
BBRAR])), a company that specializes in the manufacturing of digestive tract,
anti-infective and oncology drugs.

China Resources Pharmaceutical Group Limited Annual Report 2017
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For pharmaceutical distribution businesses, the Group continued to implement
the external merger and acquisition strategy of “establishing platforms at
provincial level with distribution networks at municipal level” and facilitated the
establishment of its nationwide network. During the Reporting Period, the
Group tapped into four provinces, namely Jiangxi, Hainan, Qinghai and
Xinjiang by mergers and acquisitions. It also promoted the sinking of networks
and strengthened its competitive edge in regional markets through the
completion of mergers and acquisitions of several prefecture-level projects. At
the end of the Reporting Period, the coverage of the pharmaceutical
distribution network of the Group expanded to 27 provinces to further pursue
its strategic goal of nationwide network layout.

As at the end of 2017, the Group completed the subscription of 40% of the
enlarged equity interests in China Resources Leasing Co., Ltd. (“CR Leasing”).
The subscription marked an important step for the Group to enter into the area
of finance leasing. Based on its leading position in the pharmaceutical
distribution segment in the PRC and in combination with its own resources and
branding advantages, the transaction allowed the Group to further promote
synergy between pharmaceutical business and financing, strengthen the
coverage of medical institutions, and to capture greater market share against
the backdrop of full implementation of the “Two-Invoice System”.

Moreover, during 30 November 2017 to 29 December 2017 and on 9 February
2018, China Resources Pharmaceutical Investment Company Limited further
acquired approximately 12.16 million listed shares of Dong-E-E-Jiao, increasing
its direct interests in Dong-E-E-Jiao from 5% to 6.86%. Taking into the
23.14% equity interests in Dong-E-E-Jiao held through China Resources Dong-
E-E-Jiao Company Limited (2% 8 5 o] fi] 2 /5 IR A 7)), a non-wholly-owned
subsidiary of the Company, the Group controls 30% equity interests in Dong-
E-E-Jiao. Such acquisition has enhanced the Group’s overall competitiveness
and synergy over its pharmaceutical manufacturing business.

In September 2017, Shenzhen China Resources Gosun Pharmaceutical Co.,
Ltd. (R YIZE 8 N 57 & 25 BR A 7)), a non-wholly owned subsidiary of the
Company, entered into an agreement with Basilea Pharmaceutica International
Ltd (“Basilea”), a Swiss Company in respect of the fifth-generation
cephalosporin antibiotic (Ceftobiprole) developed by Basilea, for the purpose of
establishing the exclusive licensing cooperation in Mainland China, Hong Kong
and Macao. Ceftobiprole, a cephalosporin antibiotic for intravenous injection,
is primarily used in treatment of community-acquired bacterial pneumonia
(CABP) and hospital-acquired bacterial pneumonia (HABP) among adult
patients.
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In April 2017, the Group entered into a strategic cooperation agreement with
FUJIFILM in respect of a comprehensive cooperation of various areas, including
biosimilars, chemical drugs and medical equipment, Chinese medicine and
healthcare products. Both parties have agreed to cooperate in projects on
biosimilars and solid-liquid dual chamber bags (&% & EE4£¥). Among which,
both parties will cooperate and complete the registration and introduction of a
biosimilar product developed by FUJIFILM for the treatment of rheumatoid
arthritis in the PRC, deploy sales network and optimize the biopharmaceutical

product line of the Group.

In February 2018, a legally binding license agreement was signed between the
Group and Xbrane Biopharma AB (“Xbrane”), a Swedish company, under the
framework of a strategic cooperation agreement previously signed between
the two parties. Pursuant to the licensing agreement, the Group will introduce
a key product being developed by Xbrane — Spherotide — a long-acting
microsphere-based injectable drug. The long-acting microsphere-based
injectable Spherotide is a GnRH analogue developed by Xbrane and is used in
the treatment of prostate cancer, breast cancer, uterine fibroids and
endometriosis. After the launch of the product in Europe, the Group will
cooperate with Xbrane to engage in clinical research in the PRC, and will
complete the registration for Exclusive introduction as well as commercial sales.

In 2017, the Group established China Resources Pharmaceutical Industrial
Investment Fund LLP (the “Fund”) with China Resources Capital Management
Limited and other partners. The Fund is principally engaged in equity
investment in pharmaceutical industry in the PRC. In the first phase, the size of
the Fund was RMB2,500 million. The capital commitment of the Group
represented approximately 12.21% of the total capital commitment in the
Fund. As one of the diversified investments of the Group, the Fund will build
various portfolios of biopharmaceuticals, chemical drugs, Chinese medicine
and pharmaceutical distribution at different stages based on the strategic
directions of the Group, and enable the Group to improve its business network
and to consolidate and strengthen the Group’s leading position in the industry.
The Fund had completed an investment during the Reporting Period. With the
facilitation of this investment, the Group also carried out comprehensive
collaboration with the invested company and successfully achieved synergy.

China Resources Pharmaceutical Group Limited Annual Report 2017
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The pharmaceutical industry in China has entered into a deepened adjustment
and reform stage where supervision is tightened, industrial competition
intensifies, industrial transformation and upgrading expedites. The development
model in the industry has been continuously transforming towards high-quality
and highly-efficient, and opportunities coexist with challenges. By relying on its
own advantages and following the direction of the policies and the market
demand, the Group will speed up the external development through strategic
mergers and acquisitions, industrial funds and international collaboration. It will
improve its organic development potential through optimizing its product mix
and business model, continuously enhancing the research and development
and innovation system and deepening synergy effects so as to achieve the
long-term stable and sustainable development in the pharmaceutical
manufacturing, distribution and retail segments and continue to reinforce and
elevate the Group’s leading position in the pharmaceutical industry in China.

By leveraging on the existing brand superiority, production and
marketing resources, and through measures such as external mergers
and acquisitions and brand extension, the Group will expand business
areas in cardiovascular, anti-tumor, central nervous system and nutrition
to create important products with clinical efficacy and market value and
to improve product mix of chemical drugs which combine the treatment
in chronic disease, specialty therapies and intravenous therapies, with
focus on consumption upgrade and health demands in order to facilitate
the strategic layout of the whole industrial chain of traditional Chinese
medicine and further consolidate the market positioning of E-Jiao
products and other healthcare products. At the same time, through
measures such as consistency evaluation of generic drugs, production
technique improvement, quality advancement and production capacity
optimization, the Group will improve its production standard and
promote the industrial upgrade to achieve sustainable development for
the pharmaceutical manufacturing business.
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Capitalizing on the opportunities arising from the implementation of
policies such as “Two-Invoice System” and hierarchical diagnosis and
treatment, the Group will complete the nationwide distribution network
as soon as possible, continuously penetrate the grassroots market, and
strengthen the coverage of medical terminals. The Group will also make
constant efforts to optimize its product mix and business structure and
accelerate the development of medical device distribution business.
Meanwhile, leveraging on the advanced information system and
professional logistics network, it will establish the “Logistics +
Pharmaceutical Services + Internet” platform which connects upstream
and downstream resources and promotes the innovative business model
including hospital logistic intelligence (HLI), DTP and e-commerce
business so as to consolidate its market leading position as a
pharmaceutical distribution solution provider, and to play an active role
in promoting the consolidation of the pharmaceutical distribution
industry in the PRC.

Prioritizing technological innovation and clinical needs, the Group will
increase its investment in research and development, innovate the
mechanism of research and development and further optimize the
establishment of the integrated research and development platform. It
will continue to enhance its research and development capability by
building the leading research and development team in the industry and
expand new product acquisition channels through in-depth cooperation
with external research and development institutions. The Group will
optimize the industrial chain of research and development in the areas of
anti-tumor, autoimmune, cardiovascular, central nervous system and
respiratory system, with focus on the development of biopharmaceutical
drugs, and adopt forward-looking approach to develop new therapeutic
areas and obtain new products in unserved therapeutic areas and the
industrialization of projects. Through innovation of dosage forms, further
optimization and consistency evaluation, the Group will strengthen its
competitive edge of the existing core products.

China Resources Pharmaceutical Group Limited Annual Report 2017
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Taking on the opportunities arising from consolidation across the
pharmaceutical industry in China, the Group will achieve external growth
through strategic mergers and acquisitions to accelerate the acquisition
of quality resources and achieve forward-looking business layout and
foster new stimulations for business growth by leveraging on the
healthcare industrial fund. With regard to pharmaceutical manufacturing
business, the Group will selectively acquire diversified product portfolio
or products complementing the existing ones through strategic
investment in high-growth therapeutic segments including
cardiovascular, anti-tumor, pediatrics and biopharmaceutical sectors. For
pharmaceutical distribution and retail businesses, the Group will
strengthen its competitive edge by investing in or acquiring distribution
companies with high-quality medical clients and product resources, as
well as by investing in or acquiring high-quality pharmaceutical retail
chains.

Adhering to the guiding principles of “bringing in” and “going global”,
the Group will continue to improve the expansion and establishment of
its multinational cooperation platforms. The Group will cooperate with
large international pharmaceutical manufacturers, overseas
pharmaceutical distributors and international medical device
manufacturers through various means, such as import of products,
distribution agency and collaborative development, to introduce quality
products and advanced technologies, and explore the pharmaceutical
market in China, thereby building a mutually beneficial cooperation
model and achieving the optimization and upgrade of the existing
product portfolio and business model. Meanwhile, the Group will
conduct in-depth analysis and research on international pharmaceutical
market, with a view to make breakthrough in the distribution of its
overseas business.
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The Group will continue to explore the synergies in its integrated
business deployment, promote the synergies among the pharmaceutical
manufacturing, distribution and retail businesses as well as the sub-
sectors of each business segment in those aspects such as market entry,
expansion of terminals and introduction of products. The Group will also
take CR Leasing as quasi-financial platform, innovating the synergetic
mode of industry and financing, exploring new space for growth and
forming a market force. At the same time, we will continue to improve
the construction of information system, strengthen the integrated
management of internal resources, promote the integration of existing
and new resources, and control the operational risks by strengthening
fund supervision and control as well as business assessment, so as to
constantly enhance the Group’s overall quality and efficiency.

The Group adopts a prudent treasury management policy to maintain a solid
and healthy financial position.

The Group funds its operations principally from cash generated from its
operations, bank loans and other debt instruments and equity financing from
investors. Its cash requirements relate primarily to production and operating
activities, business expansion, repayment of liabilities as they become due,
capital expenditures, interest and dividend payments.

As at 31 December 2017, the Group had bank balances and cash of
HK$14,161.8 million (2016: HK$13,960.2 million), which were primarily in
RMB, USD and HKD.

As at 31 December 2017, the RMB-denominated, and HKD-denominated
bank borrowings accounted for approximately 78.5% (2016: 87.4%) and
21.5% (2016: 12.6%), respectively, of the Group's total bank borrowings, and
the bank borrowings which carried interests at fixed and variable rates
accounted for 65.6% (2016: 29.6%) and 34.4% (2016: 70.4%), respectively,
of the Group’s total bank borrowings. Among the Group's total bank
borrowings as at 31 December 2017, a substantial portion of approximately
96.7% (2016: 87.1%) would be due within one year.

The Group's current ratio (being the ratio of total current assets to total current
liabilities) was 1.2:1 as at 31 December 2017 (2016: 1.3:1).
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As at 31 December 2017, the Group’s gearing ratio (being the ratio of net debt
divided by total equity) was 36.0% (2016: 21.6%).

In 2017, the Group's net cash from operating activities remained solid at
HK$4,857.5 million (2016: HK$4,119.6 million). The Group’s net cash used in
investing activities in 2017 amounted to HK$8,511.6 million (2016:
HK$1,953.1 million). The Group’s net cash from financing activities in 2017
and net cash used in financing activities in 2016 amounted to HK$3,126.9
million and HK$625.5 million, respectively.

As at 31 December 2017, the Group had not used any financial instruments
for hedging purposes.

PLEDGE OF ASSETS

As at 31 December 2017, the Group's total borrowings amounted to
HK$32,209.8 million (31 December 2016: HK$15,762.5 million), of which
HK$548.7 million (31 December 2016: HK$1,346.9 million) were secured and
accounted for 1.7% (31 December 2016: 8.5%) of the total borrowings.

Certain of the Group’s trade and bills receivables with an aggregate net book
value of HK$1,320.4 million (31 December 2016: HK$2,164.9 million) have
been pledged as security.

CONTINGENT LIABILITIES

As at 31 December 2017, the Group had no material contingent liabilities (31
December 2016: nil).

FOREIGN EXCHANGE RISK MANAGEMENT

The Group's operations are located in the PRC and most of its transactions are
denominated and settled in RMB. The Group is exposed to foreign exchange
risks on certain cash and cash equivalents, borrowings from banks and trade
payables denominated in foreign currencies, the majority of which are
denominated in HKD and USD. During the Reporting Period, the Group did not
enter into any derivatives contracts to hedge the foreign exchange exposure.
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The Group's capital expenditure comprised mainly additions to property, plant
and equipment, intangible assets, investment properties and prepaid lease
payments, but excluding additions resulting from acquisitions through business
combination. The Group’s capital expenditure in 2017 amounted to
HK$2,005.6 million (2016: HK$1,982.3 million), which was primarily utilized
for expansion and upgrade of manufacturing facilities, development of
distribution networks, and upgrading of logistic systems. Such capital
expenditure was funded primarily by using cash generated from the Group’s
operating activities, bank borrowings and proceeds from the Company’s initial
public offering.

As at 31 December 2017, the Group employed around 56,000 staff (31
December 2016: 54,000 staff) in the PRC and Hong Kong. The Group
remunerates its employees based on their performance, experience and
prevailing market rate while performance bonuses are granted on a
discretionary basis. Other employee benefits include, for example, medical
insurance and training.

The Company was listed on the Main Board of the Stock Exchange on 28
October 2016 by way of a global offering, under which a total of
1,655,082,000 Shares (including Shares issued upon partial exercise of the
over-allotment option) were issued at an offer price HK$9.10 per Share, raising
total net proceeds of HK$14,767.4 million after deducting professional fees,
underwriting commissions and other related listing expenses (the “IPO
proceeds”).

As stated in the Prospectus, the Company had plans to use the IPO proceeds.
As of 31 December 2017, the Company had used approximately HK$1,476.7
million for repayment of bonds; approximately HK$3,697.2 million for partial
payment of strategic acquisitions; approximately HK$146.5 million for
establishment of more advanced logistics centers and warehouses;
approximately HK$136.5 million for HLI Solutions; approximately HK$1,061.5
million for development of its research and development platform, and
approximately HK$1,476.7 million for working capital for its pharmaceutical
distribution business.

The Company does not have any intention to change the purposes of the IPO
proceeds as set out in the Prospectus, and will gradually utilize the residual
amount of the IPO proceeds in accordance with the intended purposes.
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The Board is pleased to present the corporate governance report of the
Company for the year ended 31 December 2017.

The Group is committed to maintain high standards of corporate governance
in order to safeguard the interests of the Shareholders and enhance the
corporate value and accountability. The Company has adopted the CG Code
as its own code of corporate governance. Save as disclosed in this annual
report, the Company has complied with all applicable code provisions under
the CG Code throughout the Reporting Period.

The Board is responsible for the overall leadership of the Group, oversees the
Group's strategic decisions and monitors business and performance. Directors
may seek independent professional advice in performing their duties at the
Company’s expense and are encouraged to consult with the Company’s senior
management independently. The Board has delegated the authority and
responsibility for day-to-day management and operation of the Group to the
senior management of the Group. The delegated functions and responsibilities
are periodically reviewed by the Board. The management is required to timely
report to and seek approval from the Board before engaging in any significant
transactions. To oversee particular aspects of the Company’s affairs, the Board
has established five Board committees, namely the Executive Committee, the
Audit Committee, the Remuneration Committee, the Nomination Committee
and the Corporate Governance Committee (together, the “Board
Committees”). The Board has delegated to the Board Committees
responsibilities as set out in their respective terms of reference.

Al Directors have the obligations to carry out duties in good faith and in
compliance with applicable laws and regulations and to act in the interests of
the Company and the Shareholders at all times.

The Company has arranged appropriate liability insurance in respect of legal
action against the Directors. The insurance coverage will be reviewed by the
Board on an annual basis.
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During the year ended 31 December 2017, the Board comprises the following
Directors:

Chairman and non-executive Director:
Mr. FU Yuning

Executive Directors:
Mr. WANG Chuncheng
Mr. SONG Qing

Mr. LI Guohui

Non-executive Directors:
Mr. CHEN Rong

Mr. YU Zhongliang

Mr. WANG Chenyang

Ms. WANG lJing

Independent non-executive Directors:

Mdm. SHING Mo Han Yvonne (appointed on 7 August 2017)
Mr. TSANG Hing Lun (passed away on 4 June 2017)

Mr. KWOK Kin Fun

Mr. FU Tingmei

Mr. ZHANG Kejian

The biographies of the Directors are set out under the section headed
“Biographies — Directors and Senior Management” of this annual report.

During the year, the Board has met the requirements under Rules 3.10(1) of
the Listing Rules relating to the appointment of at least three independent non-
executive Directors.

During the period between 4 June 2017 and 6 August 2017, the Company did
not comply with the requirements under Rule 3.10(2), 3.10A and 3.21 of the
Listing Rules due to the passing away of Mr. TSANG Hing Lun. During such
period, the Company had only three independent non-executive Directors and
that the Audit Committee did not have an independent non-executive Director
with the appropriate professional qualifications or accounting or related
financial management expertise. Save as aforesaid, the Company has also
complied with Rules 3.10(2), 3.10A and 3.21 of the Listing Rules relating to the
appointment of independent non-executive Directors representing at least one-
third of the Board (with at least one independent non-executive Director
possessing appropriate professional qualifications or accounting or related
financial management expertise).

As each of the independent non-executive Directors has confirmed his
independence pursuant to Rule 3.13 of the Listing Rules, the Company
considers all of them to be independent parties. Details are set out on page 76
of this annual report.
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None of the Directors has any personal relationship (including financial,
business, family or other material or relevant relationship) with any other
Director, nor between the Chairman of the Board and the Chief Executive
Officer of the Company.

All Directors, including independent non-executive Directors, have brought a
wide spectrum of valuable business experience, knowledge and professionalism
to the Board for its efficient and effective functioning. Independent non-
executive Directors are invited to serve on the Audit Committee, the
Remuneration Committee, the Nomination Committee and the Corporate
Governance Committee.

As regards the CG Code provision requiring directors to disclose the number
and nature of offices held in public companies or organisations and other
significant commitments as well as the identity of the public companies or
organisations and an indication of the time involved, the Directors have agreed
to disclose their commitments and any subsequent change to the Company in
a timely manner.

Pursuant to Code Provision A.6.5 of the CG Code, all Directors should
participate in continuous professional development to develop and refresh their
knowledge and skills to ensure that their contribution to the Board remains
informed and relevant.

Each newly appointed Director would receive an induction package covering
the statutory and regulatory obligations of a Director of a listed company. The
Company has also arranged in-house trainings for Directors in the form of
seminars and reading materials.

From time to time, the Board arranges visits for the Directors to have a deeper
understanding of the Group’s business operations and matters relating to
pharmaceutical industry. In February 2017, two independent non-executive
Directors, Mr. TSANG Hing Lun and Mr. Fu Tingmei accompanied by an
executive Director, Mr. SONG Qing, had a one-day site visit in Shenzhen. And
in October 2017, four independent non-executive Directors, Mdm. SHING Mo
Han Yvonne, Mr. KWOK Kin Fun, Mr. FU Tingmei and Mr. ZHANG Kejian and
two non-executive Directors, Mr. WANG Chengyang and Ms. WANG lJing
accompanied by an executive Director, Mr. LI Guohui, had a four-day site visit
in Beijing and Shandong. During the visit, the Directors obtained an
understanding of the business environment and day-to-day operation of the
Group.
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Participation of Directors in continuous professional development during the
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Site visit
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October 2017
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Site visit

FERINTESE Chairman and non-executive
Director
BEERE Mr. FU Yuning v/ / _ _
HITEE Executive Directors
TEWEE Mr. WANG Chuncheng / / -
RERE Mr. SONG Qing v v / _
TEBLE Mr. Ll Guohui v v _ /
IHTEE Non-Executive Directors
S EStad Mr. CHEN Rong / / - _
RERKE Mr. YU Zhongliang J/ Ve _ _
ITRG%E Mr. WANG Chenyang v v - v
IFR&t Ms. WANG Jing v v - v
BUIHTEE Independent non-Executive
Directors
BEMTH(RZE—+%  Mdm. SHING Mo Han Yvonne v J/ - J
NAEBEZRT) (appointed on 7 August 2017)
BEBMAE(R-ZF—+tF  Mr. TSANG Hing Lun v v/ / _
7N AV HEH) (passed away on 4 June 2017)
i s Mr. KWOK Kin Fun v v - /
BEERLE Mr. FU Tingmei v v %
ES Mr. ZHANG Kejian / v - J
EFERITHAR Chairman and Chief Executive Officer
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Under Code Provision A.2.1 of the CG Code, the roles of chairman of the
Board and chief executive officer should be separate and performed by
different individuals.

The Chairman of the Board and the Chief Executive Officer of the Company
are currently two separate positions held by Mr. FU Yuning and Mr. WANG
Chuncheng, respectively, with clear distinction in responsibilities. The Chairman
of the Board is responsible for formulating of business plans, strategies and
major decisions of the Group through the Board, while the Chief Executive
Officer is responsible for the overall management of the Group.
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The procedures and process of appointment, re-election and removal of
Directors are set out in the Articles of Association. The Company has not fully
complied with Code Provisions A.4.1 and D.1.4 of the CG Code during the
year. In respect of Code Provision A.4.1 of the CG Code, all the non-executive
Directors are not appointed for a fixed term, and in respect of Code Provision
D.1.4 of the CG Code, the Company did not have formal letters of
appointment for Directors. Since all Directors are subject to re-election by the
Shareholders at the AGM and at least about once every three years on a
rotation basis in accordance with the Articles of Association, there are sufficient
measures to ensure the corporate governance of the Company complies with
the same level to that required under the CG Code.

Details of the Directors’ service contract are set out on page 77 of this annual
report.

The Board meets regularly and at least four times a year at approximately
quarterly intervals. With respect to regular meetings of the Board, Directors
usually receive at least fourteen days prior written notice of the meeting to
provide all Directors with an opportunity to attend and include matters in the
agenda for a regular meeting.

For other Board and Board Committee meetings, reasonable notice is generally
given. The agenda and accompanying Board papers are dispatched to the
Directors at least three days before the meetings to ensure that they have
sufficient time to review the papers and are adequately prepared for the
meetings. When the Directors or Board Committee members are unable to
attend a meeting, they will be advised of the matters to be discussed and given
an opportunity to make their views known to the Chairman of the Board or
the relevant chairman of the Board Committee prior to the meeting.

Minutes of the Board meetings and Board Committee meetings are recorded
in sufficient detail about the matters considered by the Board and the Board
Committees and the decisions made, including any concerns raised by the
Directors. Draft minutes of each Board meeting and Board Committee meeting
are sent to the Directors for comments within a reasonable time after the date
on which the meeting is held. Minutes of the Board and Board Committee
meeting are kept by the duly appointed secretary of the meeting and are open
for inspection by Directors.
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R-T—+tF BESLRITTARNEEESSE 0 During 2017, nine Board meetings were held and the attendance of each

AR EEEEEFSRRNBERANTX Director at the meeting is set out in the table below:
EHEESE R
EHFEEERE
Attended/Eligible
to attend
Name of Directors the Board meeting
FERHPTESE Chairman and non-executive Director
BEELAE Mr. FU Yuning 3/9
HiTER Executive Directors
EEHEMEE Mr. WANG Chuncheng 8/9
RERE Mr. SONG Qing 9/9
BB e Mr. LI Guohui 9/9
HBITEE Non-executive Directors
e Mr. CHEN Rong 8/9
RERKLAE Mr. YU Zhongliang 8/9
FRBA Mr. WANG Chenyang 8/9
FRE+ Ms. WANG Jing 9/9
BUHHTESE Independent non-executive Directors
BRERLLT Mdm. SHING Mo Han Yvonne 4/4
(R=ZE—tFNALBEZMT) (appointed on 7 August 2017)
BEBSE Mr. TSANG Hing Lun 33
(RZZE—tF/N AN BAE) (passed away on 4 June 2017)
B Mr. KWOK Kin Fun 7/9
BERfE Mr. FU Tingmei 99
RFERSAE Mr. ZHANG Kejian 9/9
ETRESFRZNELESTA Model Code for Securities Transactions

AATIDERMETETAEAE S BEMBESHTT  The Company has adopted the Model Code as its own code of conduct
BEZHNTATH - KE2BEEEHARE  regarding Directors’ securities transactions. Having made specific enquiries of
R SEFCOHER HERFR—EESTZ2E  all the Directors, each of the Directors has confirmed that he/she has complied
SFRIFTE VTR E - with the Model Code during the year.
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The Executive Committee comprises all the executive Directors, namely Mr.
WANG Chuncheng (chairman), Mr. SONG Qing and Mr. LI Guohui.

The principal duties of the Executive Committee include but are not limited to
the following:

1. to monitor the formulation, revision and implementation of the
Company’s strategic plans;

2. to monitor the execution of the Company’s business plans and the
Company's business operations;

3. to monitor the operation of the Company's subsidiaries;

4. to approve the scope of authority delegated to the Senior Management
of the Company and its changes;

5. to exercise part of the power on behalf of the Board between regular
Board meetings, with its power restricted to the areas that are
considered by the Board as material and related to the formulation of
the policy and business development direction of the Company;

6.  toreview and approve operational matters which constitutes below 5%
(for matters within the business plan of the Group) or below 1% (for
matters outside the business plan of the Group) of the audited net asset
of the Group in the previous financial year (except for notifiable
transactions and connected transactions for which announcements are
required under the Listing Rules);

7. to review and approve the financing matters within the financing plan
resolved and passed by the Board (including bank loans and trusts etc.)
and their corresponding guarantee matters;

8.  to review and approve on behalf of the Board the financing matters
within the financing plan resolved and passed by the board of directors
of the subsidiaries of the Company (including bank loans and trusts etc.)
and their corresponding guarantee matters;
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to exercise the following power in accordance with the needs of the
Company and its subsidiaries:

to approve on behalf of the Board banking facilities and/or
financial instruments to be granted to or issued by the Company
for the needs of the Company and its subsidiaries;

to approve on behalf of the Board the grant of any loan or other
financial assistance to the Company’s subsidiaries and/or
associates;

to approve on behalf of the Board the provision of corporate
guarantees, indemnity and/or letters of comfort by the Company
for its subsidiaries and/or associates;

to approve on behalf of the Board the opening of bank or
securities related accounts and other ancillary matters of the
Company and/or its subsidiaries, including appointing the
signatories and approving the terms and mandate for such
accounts; and

to affix the Company’s seal on any instrument or document
related to the above items and approve any one or more of the
Directors of the Company to sign the instrument or document;

to decide external donation matters which should be reviewed and
approved by the Board in accordance with the “Donation Management
Policy of the China Resources Group”;

to authorize one or more Directors for executing relevant documents to
be filed and/or submitted to regulatory authorities on behalf or in the
name of the Company;

to deal with any other specific business authorized to this Committee by
the Board; and
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13.  to approve on behalf of the Board the relevant arrangements for the
publication of voluntary announcement(s), overseas regulatory
announcement(s) made pursuant to Rule 13.10B of the Listing Rules,
announcement(s) made pursuant to Rule 13.18 of the Listing Rules, next
day disclosure return(s), or announcement(s) on the principal financial
results of the subsidiaries of the Company on the HKEXNews website of
the Stock Exchange and the Company's website.

The written terms of reference of the Executive Committee are available on the
websites of the Stock Exchange and the Company.

During 2017, sixteen meetings (including by way of circulation of written
resolutions) were held by the Executive Committee which primarily covered
banking and financing matters of the Group.

Attendance of each Executive Committee member is set out in the table
below:

EHERE
HITERRE EMRBRAIHY
Attended/ Written
HITEEERHE Executive Committee members Meetings held Resolutions
TEHEMEE Mr. WANG Chuncheng 717 9/9 16/16
(BITZESERE) (Chairman of the
Executive Committee)
RiBFTE Mr. SONG Qing 717 9/9 16/16
ZTEEL A Mr. LI Guohui 717 9/9 16/16
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The Audit Committee comprises six members, including four independent non-
executive Directors, namely Mdm. SHING Mo Han Yvonne (chairman), Mr.
KWOK Kin Fun, Mr. FU Tingmei and Mr. ZHANG Kejian, and two non-
executive Directors, namely Mr. CHEN Rong and Ms. WANG Jing.

The principal duties of the Audit Committee include but are not limited to the
following:

1. to review and monitor the Auditor’s independence and objectivity and
the effectiveness of the audit process in accordance with applicable
standards;

2. to develop and implement policy on engaging an external auditor to
supply non-audit services;

3. to discuss with the external Auditor before the audit commences, the
nature and scope of the audit and reporting obligations, and ensuring
co-ordination where more than one audit firm is involved;

4. to monitor integrity of the Group's financial statements, annual reports
and accounts, half-year reports and, if prepared for publication, quarterly
reports and reviewing significant financial reporting judgments contained
in them;

5. to review the Group’s financial controls, risk management and internal
control system; and

6.  to ensure that the internal audit function is adequately resourced and
has appropriate standing within the Group, and reviewing and

monitoring its effectiveness.

The written terms of reference of the Audit Committee are available on the
websites of the Stock Exchange and the Company.
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RZE—+F BALELBRITZRNETTZE  During 2017, three meetings of the Audit Committee were held to discuss and
EERNAREERUATAR : consider the following matters:
o  EMMSHBEL - ARIEF  AIMEEE e reviewed the financial reporting system, compliance procedures, internal
(BREARFGH R BRRIAFIEENE control (including the adequacy of resources, staff qualifications and
B BR - BIREREEREERE) KA experience, training programmes and budget of the Company’s
BRER RGN o accounting and financial reporting function) and risk management
systems and processes.
BEFZESHRELEZSSZNBERIEMNT  Attendance of each Audit Committee member is set out in the table below:
&=
BEHERE
FEHERE
Attended/
EtEEEHE Audit Committee members Eligible to attend
BRERE L (FAEESEE) Mdm. SHING Mo Han Yvonne 212
(RZZE—+FN\A+BEZME) (Chairman of the Audit Committee)
(appointed on 7 August 2017)
REBSLE(BAEZESTE) Mr. TSANG Hing Lun 1”
(R=ZZ—tF XA B k) (Chairman of the Audit Committee)
(passed away on 4 June 2017)
BEELE(R-_ZT—+F,XAXHZE Mr FUTingmei (acted as Chairman of 3/3
T+ EFN\ALEREER) the Audit Committee from
6 June 2017 to 7 August 2017)
e Mr. CHEN Rong 23
FREL Ms. WANG Jing 33
BRBELE Mr. KWOK Kin Fun 33
R B A Mr. ZHANG Kejian 273
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The Nomination Committee currently comprises six members, including one
non-executive Director, Mr. FU Yuning (chairman), one executive Director, Mr.
WANG Chuncheng, and four independent non-executive Directors, namely
Mdm. SHING Mo Han Yvonne, Mr. KWOK Kin Fun, Mr. FU Tingmei and Mr.
ZHANG Kejian.

The principal duties of the Nomination Committee include but are not limited
to the following:

1. to review the structure, size and composition (including the skills,
knowledge and experience) of the Board at least annually and make
recommendations on any proposed changes to the Board to
complement the Company’s corporate strategy;

2. to identify individuals suitably qualified to become Board members and
select or make recommendations to the Board on the selection of
individuals nominated for directorships;

3. toassess the independence of independent non-executive Directors; and

4. to make recommendations to the Board on the appointment or re-
appointment of Directors and the succession planning for Directors, in
particular the chairman and the chief executive officer.

The Nomination Committee assesses the candidate or incumbent on criteria
such as integrity, experience, skill and ability to commit time and effort to carry
out the duties and responsibilities. The recommendations of the Nomination
Committee will then be put to the Board for decision.

The written terms of reference of the Nomination Committee are available on
the websites of the Stock Exchange and the Company.

During 2017, one meeting was held by the Nomination Committee mainly to
review the Board Diversity Policy, which included the assessment of its
effectiveness and the appointment of independent non-executive Director.
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REZBEREBLEZSTEZNBRAERNT

REZEERE

BEELE(HEEEERTE) Mr. FU Yuning 11
(Chairman of the Nomination Committee)

THEMESE Mr. WANG Chuncheng 11

BRIt Mdm. SHING Mo Han Yvonne TEANA
(R=ZZE—tFN\ALREZE) (appointed on 7 August 2017)

BB Mr. TSANG Hing Lun TNEANA
(RZZ—EF AN BE#k) (passed away on 4 June 2017)

EliE b Mr. KWOK Kin Fun 111

BEXRTAE Mr. FU Tingmei 17

REERSAE Mr. ZHANG Kejian 11

Nomination Committee members

Attendance of each Nomination Committee member is set out in the table
below:

EHERE

PE R B
Attended/
Eligible to attend
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Summary of the Board Diversity Policy

The Company recognizes and embraces the benefits of having a diverse Board,
and sees diversity at Board level as an essential element in maintaining a
competitive advantage. A truly diverse Board will include and make good use of
differences in the talents, skills, regional and industry experience, background,
gender and other qualities of the members of the Board. The Nomination
Committee reviews and assesses the composition of the Board and makes
recommendations to the Board on appointment of new Directors, and also
oversees the conduct of the annual review of the effectiveness of the Board.

Measurable objectives: The Nomination Committee will discuss and agree
annually all measurable objectives for achieving diversity on the Board and
recommend them to the Board for adoption. At any given time, the Board may
seek to improve one or more aspects of its diversity and measure progress
accordingly.

Monitoring and reporting: The Nomination Committee will report annually,
in the corporation governance report of the Company, on the process it has
used in relation to Board appointments. Such report will include a summary of
the Board Diversity Policy, the measurable objectives set for implementing the
Board Diversity Policy and progress made towards achieving these measurable
objectives.

Review of the Board Diversity Policy: The Nomination Committee will
review the Board Diversity Policy annually, which will include an assessment of
its effectiveness. The Nomination Committee will discuss any revisions that may
be required and recommend any such revisions to the Board for approval.

The Company’s Board Diversity Policy is available at the website of the
Company.
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The Remuneration Committee comprises five members, including one non-
executive Director, Mr. CHEN Rong, and four independent non-executive
Directors, namely Mr. KWOK Kin Fun (chairman), Mdm. SHING Mo Han
Yvonne, Mr. FU Tingmei and Mr. ZHANG Kejian.

The principal duties of the Remuneration Committee include but are not
limited to the following:

1.

to make recommendations to the Board on the Company’s policy and
structure for the remuneration of the Directors and senior management
and on the establishment of a formal and transparent procedure for
developing remuneration policy;

to review and approve the senior management’s remuneration proposals
with reference to the corporate goals and objectives determined by the
Board;

to make recommendations to the Board on the remuneration packages
of individual executive Directors and senior management. These include
benefits in kind, pension rights and compensation payments, including
any compensation payable for loss or termination of their office or
appointment;

to make recommendations to the Board on the remuneration of non-
executive Directors;

to consider salaries paid by comparable companies, time commitment
and responsibilities and employment conditions elsewhere in the Group;

to review and approve compensation payable to executive Directors and
senior management for any loss or termination of office or appointment
to ensure that it is consistent with contractual terms and is otherwise fair
and not excessive;

to review and approve compensation arrangements relating to dismissal
or removal of Directors for misconduct to ensure that they are consistent
with contractual terms and are otherwise reasonable and appropriate;
and

to ensure that no Director or any of his/her associates (as defined in the
Listing Rules) is involved in deciding his/her own remuneration.

The written terms of reference of the Remuneration Committee are available
on the websites of the Stock Exchange and the Company.
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During 2017, five meetings (including by way of circulation of written
resolutions) were held by the Remuneration Committee mainly to make
recommendation to the Board for the proposed adjustment of remuneration
of the independent non-executive Directors, to review the remuneration policy,
the appointment of independent non-executive Director and the adoption of
the share option scheme.

REMEEeRBELFZESZNBENREHNT  Attendance of each Remuneration Committee member is set out in the table
® below:
EHERE EMRER
FEHERE RE
Attended/
Eligible to Written
STMEESSRE Remuneration Committee members attend Resolutions
SlepEh A Mr. KWOK Kin Fun 4/4 1/1 5/5
(FWZEE2F/E) (Chairman of the Remuneration Committee)
PR Mr. CHEN Rong 1/4 1/1 2/5
BRI Mdm. SHING Mo Han Yvonne 212 EMA 212
(R=ZZT—+F (appointed on 7 August 2017) N/A
NALtBEZRT)
SEBTAE Mr. TSANG Hing Lun 111 1/1 22
(RZZE—+4F (passed away on 4 June 2017)
7N AT BB
BEER A Mr. FU Tingmei 4/4 171 5/5
R BRI A Mr. ZHANG Kejian 3/4 1/1 4/5
TtEEREES Corporate Governance Committee
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The Corporate Governance Committee comprises six members, including two
executive Directors namely Mr. WANG Chuncheng and Mr. LI Guohui and four
independent non-executive Directors namely Mr. FU Tingmei (chairman), Mdm.
SHING Mo Han Yvonne, Mr. KWOK Kin Fun and Mr. ZHANG Kejian.

The principal duties of the Corporate Governance Committee include but are
not limited to the following:

1. to review and monitor the Company’s policies and practices on
compliance with legal and regulatory requirements,

2. to review and monitor the training and continuous professional
development of Directors and senior management on corporate
governance;

3. to develop, review and monitor the code of conduct and compliance
manual applicable to employees and Directors;
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4.  todevelop and review the Company’s policies and practices on corporate
governance and make recommendations to the Board; and

5. to review the Company’s compliance with the CG Code and disclosure
in the corporate governance report.

The written terms of reference of the Corporate Governance Committee are
available on the websites of the Stock Exchange and the Company.

During 2017, one meeting was held by the Corporate Governance Committee
mainly to review the Company’s compliance with the CG Code in 2016 and to

review the Corporate Governance Report of the Company.

Attendance of each Corporate Governance Committee member is set out in

T - the table below:
BHERE
PELERE
Attended/
Corporate Governance Committee members Eligible to attend
HEELE Mr. FU Tingmei (Chairman of 11
(PEERZEDEE) the Corporate Governance Committee)
TEHEMEE Mr. WANG Chuncheng 171
TEEL A Mr. LI Guohui 11N
BRIt Mdm. SHING Mo Han Yvonne TEANA
(RZZE—tFNACBREZMT) (appointed on 7 August 2017)
GEB L Mr. TSANG Hing Lun 11
(RZZE—tF/NAMBE) (passed away on 4 June 2017)
FHEB L Mr. KWOK Kin Fun 17
R ERSEAE Mr. ZHANG Kejian 0N
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ATTENDANCE AT GENERAL MEETING

During the year, the Company held two general meetings, namely the annual
general meeting held on 19 May 2017 and the extraordinary general meeting
held on 12 December 2017. Details of matters resolved and the poll results
were published on the Stock Exchange’s website and the Company’s website
after the general meeting on that day.
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FERERNTESHEELFERBBEAKMAR  Mr. FU Yuning, the Chairman and non-executive Director, was unable to
HEER-_ZE—+FRAT+NAHEBTHREBEFEKR  attend the annual general meeting of the Company held on 19 May 2017 due
& - RBHATES FWEESRNMEEAEEZESE  to other business appointments. The chairman of the Audit Committee,
NTIFEHAHRERRBFEAE  BREREMRE  Remuneration Committee and Corporate Governance Committee attended
BYMBER SEHEERBINEE(BIEEES the annual general meeting to ensure effective communication with the
ZRTESR)NBERBEF KRG FUBIRZEZEIE  Shareholders. Separate resolution was proposed at the annual general meeting
2 WHIRZEFNEITRAR  REFAEITRER  on each substantially separate issue, including re-election of each retiring
REFABFERAS L@E - director, and was put to vote at the meeting by way of poll. Detailed
procedures for conducting a poll were explained at the meeting.

R-B—tF
EHAt+HAE
BITHRR

BERE

R-E—tF
+=A+=H
BITHRE
Rl RE

Extraordinary
general
Annual general meeting held on

meeting held on 12 December
19 May 2017 2017

FERHPTESE Chairman and non-executive Director

BEELSE Mr. FU Yuning - -

HiTER Executive Directors

FEWAE Mr. WANG Chuncheng v/ -

RiBFTE Mr. SONG Qing v/ v/

TR A Mr. LI Guohui v v/

HBITEE Non-executive Directors

e Mr. CHEN Rong v/ -

REREAE Mr. YU Zhongliang v v/

FRMEAE Mr. WANG Chenyang - -

B S e Ms. WANG Jing v/ -

BUHHITESE Independent non-executive Directors

BRI Mdm. SHING Mo Han Yvonne @A NA v/
(RZZE—tFNALBBZEE) (appointed on 7 August 2017)

SEBTA Mr. TSANG Hing Lun v/ T8 N/A
(R=ZZ—tF XA B Bkt) (passed away on 4 June 2017)

HHF) L Mr. KWOK Kin Fun v/ -

BEERLE Mr. FU Tingmei v/

R B kA Mr. ZHANG Kejian v -
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T EH 1,000,000 7T

751,000,001 7T =/8# 1,500,000 7T
75#5 1,500,001 7T =8 # 2,000,000 7T
755 2,000,001 7T =8 % 2,500,000 7T
75#5 2,500,001 7T =/8 % 3,000,000 7T
755 3,000,001 7= /8 ¥ 3,500,000 7T
755 3,500,001 7T Z=/8 ¥ 4,000,000 7T
7% 4,000,001 7T E=E ¥ 4,500,000 7T
7% 4,500,001 7T =% % 5,000,000 7T
75 5,000,001 7T =/8 ¥ 5,500,000 7T
755 5,500,001 7T =8 % 6,000,000 7T
75# 6,000,001 7T =5 % 6,500,000 7T

Remuneration of Senior Management

Details of the remuneration by band of the senior management of the
Company, whose biographies are set out on pages 61 to 72 of this annual
report, for the year ended 31 December 2017 are set out below:

AE
Remuneration band Number of individuals
Nil-HK$1,000,000 -
HK$1,000,001 to HK$ 1,500,000 1
HK$1,500,001 to HK$2,000,000 4
HK$2,000,001 to HK$2,500,000 2
HK$2,500,001 to HK$3,000,000 1
HK$3,000,001 to HK$3,500,000 2
HK$3,500,001 to HK$4,000,000 -
HK$4,000,001 to HK$4,500,000 1
HK$4,500,001 to HK$5,000,000 1
HK$5,000,001 to HK$5,500,000 1
HK$5,500,001 to HK$6,000,000 -
HK$6,000,001 to HK$6,500,000 1
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DIRECTORS’ RESPONSIBILITIES FOR FINANCIAL
REPORTING IN RESPECT OF FINANCIAL
STATEMENTS

The Directors acknowledge their responsibilities for preparing the financial
statements for the year ended 31 December 2017 which give a true and fair
view of the affairs of the Company and the Group and of the Group's results
and cash flows.

The management has provided to the Board such explanation and information
as are necessary to enable the Board to carry out an informed assessment of
the Company'’s financial statements, which are put to the Board for approval.
The Company provides all members of the Board with monthly updates on
Company's performance, positions and prospects.

The Directors were not aware of any material uncertainties relating to events or
conditions which may cast significant doubt upon the Group's ability to
continue as a going concern.

The statement by the Auditor regarding their reporting responsibilities on the
consolidated financial statements of the Company is set out in the Independent
Auditor’s Report on pages 91 to 96 of this annual report.
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The Board acknowledges that it is the responsibility of the Board for
maintaining an adequate risk management and internal control systems to
safeguard shareholder investments and Company assets and reviewing the
effectiveness of such systems on an annual basis. The risk management and
internal control systems can provide reasonable and not absolute assurance
against material misstatement or loss, and are designed to manage rather than
eliminate the risk of failure in the process of attaining business objectives.

The Group has established a comprehensive risk management and internal
control system, and devoted significant attention to internal control measures
of its pharmaceutical manufacturing, pharmaceutical distribution and
pharmaceutical retail businesses. It has adopted stringent internal control
measures and operating procedures to regulate all stages of its pharmaceutical
value chain, from research and development to manufacturing, distribution
and retail. The Group's internal control system is designed according to relevant
industrial and management standards, including the GMP and GSP
requirements. The Group fully implements the procedures for periodic internal
control audit, internal risk management, and error correction and prevention.

With respect to dissemination of inside information, the Company has adopted
its Information Disclosure Policy setting out the procedures of proper
information disclosure. Release of inside information shall be led by the Board.
Unless duly authorized, all staff members of the Company shall not disseminate
inside information relating to the Group to any external parties and shall not
respond to media report or market speculation which may materially affect the
trading price or volume of the Shares.

The Group's internal audit department plays a major role in monitoring the
internal governance of the Company. The major tasks of the internal audit
department include reviewing the financial condition, risk management and
internal control of the Group and conducting comprehensive audits of all
subsidiaries of the Company on a regular basis. The internal audit department
is required to report to the Audit Committee and the Board in relation to its
review of the Group's risk management and internal control system annually,
and if there is any material deficiency, such issue has to be reported in a timely
manner.

Through the Audit Committee, the Board has conducted an annual review of
the effectiveness of the Group's risk management and internal control systems
and considered the systems to be effective and adequate. The Audit
Committee has also assessed whether the Group'’s internal audit department is
adequately resourced and reviewed its effectiveness.
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The remuneration for the audit and non-audit services provided by the Auditor
to the Group during the year ended 31 December 2017 was approximately as
followvs:

B AR TS Audit services 18,012
IERZE RS Non-audit services 4,009
“aEt Total 22,021
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The Company Secretary, Mr. LO Chi Lik Peter, is a practicing solicitor in Hong
Kong. Mr. LO, aged 68, was appointed as the Company Secretary on 20 May
2016. He qualified as a solicitor in Hong Kong in 1976 and has been in
continuous practice since qualification. He is currently a partner of Messrs.
Woo, Kwan, Lee & Lo. Although Mr. LO is not a full time employee of the
Company, he reports to the Board and in his capacity as Company Secretary
advises the Board on governance matters. The primary contact person of the
Company with Mr. LO is Mr. LI Guohui, the executive Director, chief financial
officer and vice president of the Company. Mr. LO confirmed that he had
fulfilled the 15 hours of Continuing Professional Development training
requirement of a solicitor of Hong Kong in respect of 2017.

The Company considers that effective communication with the Shareholders is
essential for enhancing investor relations and understanding of the Group'’s
business, performance and strategies. The Company also recognizes the
importance of timely and non-selective disclosure of information, which will
enable Shareholders and investors to make the informed investment decisions.

The AGMs provide opportunity for the Shareholders to communicate directly
with the Directors. The Chairman of the Company and the chairmen of the
Board Committees will normally attend the AGMs to answer Shareholders’
guestions. The Auditor will also be invited to attend the AGMs to answer
guestions about the conduct of the audit, the preparation and content of the
auditor’s report, the accounting policies and auditor’s independence.

To promote effective communication, the Company adopts a Shareholders’
communication policy which aims at establishing a two-way relationship and
communication between the Company and the Shareholders and maintains a
website of the Company at http://www.crpharm.com, where up-to-date
information on the Group’s business operations and developments, financial
information, corporate governance practices and other information are
available for public access.

China Resources Pharmaceutical Group Limited Annual Report 2017
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All resolutions put forward at general meetings will be voted by poll pursuant
to the Listing Rules, and the poll results will be posted on the websites of the
Company and the Stock Exchange in a timely manner after each general
meeting.

In accordance with Section 566 of the Companies Ordinance, the Directors are
required to call a general meeting if the Company has received requests to do
so from members of the Company representing at least 5% of the total voting
rights of all the members having a right to vote at general meeting. Such
requests (a) must state the general nature of the business to be dealt with at
the meeting; and (b) may include the text of a resolution that may properly be
moved and is intended to be moved at the meeting. Such requests (a) may be
sent to the Company in hard copy form (by depositing at the registered office
of the Company for the attention of the Board) or in electronic form (by email:
crpharm.ir@crpharm.com); and (b) must be authenticated by the person or
persons making it. In accordance with Section 567 of the Companies
Ordinance, the directors must call a meeting within 21 days after the date on
which they become subject to the requirement under Section 566 of the
Companies Ordinance and such meeting must be held on a date not more
than 28 days after the date of the notice convening the meeting.

Besides, Section 615 of the Companies Ordinance provides that members may
request the Company to give, to the members who are entitled to attend the
AGM, notice of a resolution that may properly be moved and is intended to be
moved at its annual general meeting. The Company must give such notice of
resolution if it has received requests that it do so from (a) the members of the
Company representing at least 2.5% of the total voting rights of all the
members who have a right to vote on the resolution at the annual general
meeting to which the requests relate; or (b) at least 50 members who have a
right to vote on the resolution at the annual general meeting to which the
requests relate. Such requests (a) may be sent to the Company in hard copy
form (by depositing at the registered office of the Company for the attention
of the Board) or in electronic form (by email: crpharm-ir@crpharm.com); (b)
must identify the resolution of which notice is to be given; (c) must be
authenticated by the person or persons making it; and (d) must be received by
the Company not later than (i) six weeks before the annual general meeting to
which the requests relate; or (ii) if later, the time at which notice is given of that
meeting. Section 616 of the Companies Ordinance provides that the Company
that is required under Section 615 of the Companies Ordinance to give notice
of a resolution must send a copy of it at the Company’s own expense to each
member of the Company entitled to receive notice of the annual general
meeting (a) in the same manner as the notice of the meeting; and (b) at the
same time as, or as soon as reasonably practicable after, it gives notice of the
meeting.
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Article 90 of the Articles of Association provides that the Company may from
time to time in general meeting by ordinary resolution elect any person to be a
Director either to fill a casual vacancy or as an addition to the Board; no person,
other than a retiring Director or a person recommended by the Board, shall be
eligible for election to the office of Director at any general meeting, unless
notice in writing from a shareholder of his intention to propose that person for
election as a Director and notice in writing by that person of his willingness to
be elected as a Director shall have been lodged with the registered office of the
Company; unless otherwise determined by the Directors and notified by the
Company to the Shareholders, the period for lodgement of the notices referred
to in paragraph (2) of this Article shall commence on a day after the dispatch
of the notice of the meeting designated for such election of Director(s). If the
Directors should so determine and notify the Shareholders of a different period
for lodgement of the said notice referred to in paragraph (2) of this Article,
such period shall in any event be a period of not less than seven days,
commencing no earlier than the day after the dispatch of the said notice of the
meeting and ending no later than seven days prior to the date of such meeting.

Accordingly, if a Shareholder wishes to nominate a person to stand for election
as a Director at the general meeting, the following documents must be validly
served at the registered office of the Company, namely (1) his/her notice of
intention to propose a resolution at the general meeting; (2) a notice signed by
the nominated candidate of his/her willingness to be elected; (3) the nominated
candidate’s information as required to be disclosed under Rule 13.51(2) of the
Listing Rules; and (4) the nominated candidate’s written consent to the
publication of his/her personal data.

The aforesaid procedures are available on the website of the Company.

China Resources Pharmaceutical Group Limited Annual Report 2017
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Shareholders may at any time send their enquiries and concerns to the Board
by addressing them to the Investor Relations Department of the Company. The
contact details are as follows:

Investor Relations Department

China Resources Pharmaceutical Group Limited
Room 4104-05, 41/F, China Resources Building,
26 Harbour Road, Wanchai, Hong Kong

Email: crpharm-ir@crpharm.com

Tel No.: 852-2593 8991

Shareholders should direct their questions about their shareholding to the
Company’s Share Registrar, Tricor Investor Services Limited, at Level 22,
Hopewell Centre, 183 Queen’s Road East, Hong Kong or fax number: 2861
1465.

During 2017, there is no change in the Articles of Association.
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Chairman of the Board, non-executive Director

Mr. FU Yuning, aged 61, was appointed as the chairman of the Board and a
Director in December 2014 and designated as a non-executive Director in June
2016. Mr. FU is the chairman of CR Holdings, a member of the National
committee of the 12th Chinese People’s Political Consultative Conference
(CPPCQ), a standing committee member of the 13th Chinese People’s Political
Consultative Conference (CPPCC), a council member and the vice chairman of
the Asia-Pacific Economic Cooperation (APEC) China Business Council, the
honorary president of the Hong Kong Chinese Enterprises Association, a board
member of the West Kowloon Cultural District Authority (WKCDA) and a
member of the Chief Executive’s Council of Advisers on Innovation and
Strategic Development. Mr. Fu was previously the chairman of China
Merchants Group Limited, the chairman of China Merchants Bank Co., Ltd., a
company listed on the Shanghai Stock Exchange (stock code: 600036) and the
Stock Exchange (stock code: 03968), the chairman of China Merchants Port
Holdings Company Limited (formerly known as China Merchants Holdings
(International) Company Limited), a company listed on the Stock Exchange
(stock code: 0144), an independent non-executive director of CapitaLand
Limited, a company listed on the Singapore Exchange Limited (stock code:
C31) and an independent non-executive director of Li & Fung Limited, a
company listed on the Stock Exchange (stock code: 0494). Mr. FU holds a
bachelor’s degree from Dalian University of Technology, the PRC and a
doctorate degree in Marine Engineering Mechanics from Brunel University in
the United Kingdom. He joined CR Holdings in 2014.

Executive Director, Chief Executive Officer

Mr. WANG Chuncheng, aged 55, was appointed as a Director in December
2014, designated as an executive Director in June 2016 and appointed as the
chief executive officer of the Company in June 2016. Mr. WANG also serves as
an assistant general manager of CR Holdings, the chairman of CR
Pharmaceutical Holdings Company Limited, the chairman of CR Pharmaceutical
Commercial, the chairman of CR Double-Crane, the chairman of Dong-E-E-
Jiao, a vice chairman of Chinese Pharmaceutical Enterprises Association, and a
director of the board of the International Federation of Pharmaceutical
Wholesalers (IFPW). Mr. WANG has over 20 years of experience in corporate
management. He served as a deputy director of the department of human
resources of the Ministry of Foreign Trade and Economic Cooperation of the
PRC (currently known as Ministry of Commerce of the PRC), a general manager
of the human resources department and an assistant general manager of
China Resources Company Limited (formerly known as China Resources
National Corporation), a general manager of the standing board office of CR
Holdings, the chairman of Teck Soon Hong Limited, and the chairman of China
Resources Textiles Holdings Co Ltd. (ZE#14k (£ E) AR A F]). Mr. WANG
holds a bachelor's degree in economics from Jilin Institute of Finance and Trade
(currently known as Jilin University of Finance and Economics) in Changchun,
the PRC.

China Resources Pharmaceutical Group Limited Annual Report 2017
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Executive Directors, President

Mr. SONG Qing, aged 53, was appointed as a Director in May 2016,
designated as an executive Director in June 2016 and appointed as the
president of the Company on June 2017. Mr. SONG also serves as the
chairman of CR Sanjiu. Mr. SONG has over 30 years of experience in the
pharmaceutical industry and corporate management. He served as an
inspection pharmacist of quality inspection department, a pharmacist in charge
and the director of production department, the director of the enterprise
management department and an assistant to president of Shenzhen South
Pharmaceutical Factory (the predecessor of CR Sanjiu), the general manager
and chairman of Shanxi Sanjiu Tongda Pharmaceutical Company Limited (1L 78
—NREEEZE R A R]) (currently known as Shanxi Tongda Pharmaceutical
Company Limited (L FERBEZEZE FR 2 A])). Mr. SONG served as an assistant
to general manager, the director of technology center, the director of medical
& pharmaceutical department of Sanjiu Enterprise. Mr. SONG obtained his
chief pharmacist title from the general logistics department of the People’s
Liberation Army in April 1996. Mr. SONG holds a bachelor’s degree in Chinese
medicine from Anhui University of Traditional Chinese Medicine in Hefei, the
PRC.

Executive Director

Chief Financial Officer, Vice President

Mr. LI Guohui, aged 46, was appointed as a Director in March 2016 and
designated as an executive Director in June 2016. Mr. LI also serves as the chief
financial officer and vice president of our Company, a director of CR Double-
Crane, a director of Dong-E-E-Jiao and a supervisor of CR Sanjiu. Mr. LI has
over 10 years of experience in financial and business analysis and financial
management. Mr. LI joined CR Holdings in 2009 and served as the chief
accounting officer of the finance department from September 2011. Mr. LI
obtained a bachelor’s degree in shipbuilding techniques and equipment from
the Faculty of Naval Architecture and Ocean Engineering of Wuhan Institute of
Water Transportation Engineering (currently known as Wuhan University of
Technology) in Wuhan, the PRC. He holds a master’s degree in business
administration from Wuhan University, the PRC and a master’s degree in
financial management from Nanyang Technological University in Singapore.
Mr. Ll is a CFA charter holder and a certified accountant of the Institute of
Certified Public Accountant of Singapore.
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Non-executive Director

Mr. CHEN Rong, aged 45, was appointed as General Manager of the Finance
Department of CR Holdings in February 2016. Mr. CHEN was appointed as
non-executive director of China Resources Beer (Holdings) Company Limited
(formerly known as China Resources Enterprise, Limited), a company listed on
the Stock Exchange (stock code: 291) in April 2016, a non-executive director of
China Resources Land Limited, a company listed on the Stock Exchange (stock
code: 1109) in April 2017 and a Director in May 2016 and designated as a
non-executive Director in June 2016. Mr. CHEN has previously worked in Epson
Technical Limited, Walmart China Investment Limited and Fuiji Electric Technical
Services Limited. Mr. CHEN joined CR Holdings in May 2007, he was the head
of tax management of the Finance Department of CR Holdings and deputy
general manager and chief financial officer of China Resources Vanguard
Company Limited. Mr. CHEN holds MBA degree from Xi'an Jiaotong University.
He is an Intermediate Accountant and a Certified Tax Agent in China. He is also
a non-practicing member of the Chinese Institute of Certified Public
Accountants.

Non-executive Director

Mr. YU Zhongliang, aged 53, was appointed as a non-executive Director in
June 2016. Mr. YU also serves as a senior deputy chief strategy officer of the
strategy management department of CR Holdings. Mr. YU has over 20 years of
experience in investment, business analysis and strategic development. Mr. YU
was successively the strategic development controller, an executive director and
a vice chairman of China Resources Cement Holdings Limited, a company listed
on the Stock Exchange (stock code: 1313). Mr. YU holds an MBA degree of
York University in Toronto, Canada.

Non-executive Director

Mr. WANG Chenyang, aged 48, was appointed as a Director in June 2015 and
designated as a non-executive Director in June 2016. Mr. WANG also serves as
a deputy general manager of the BSCOMC, a director of Avic Aviation High-
Technology Co. Ltd. (FffinZE mEHE AR D BBR 2 A]), a company listed on
Shanghai Stock Exchange (stock code: 600862), and a non-executive director
of CSC Financial Co., Ltd. (1SR FHMDBR A A]), a company listed on
the Stock Exchange (stock code: 6066). Mr. WANG has over 10 years of
experience in management. He served as a senior staff member and an
assistant consultant of the Division for Management of Officials of Publicity,
Education, Political-Legal Affairs of the Organization Department of Beijing
Municipal Committee of the Communist Party of China (FF #£1t U Z 40 4%
2 E R A B E0ER), a division-level cadre of the General Office of Beijing
Municipal Committee and a deputy bureau-level cadre of the General Office of
Beijing Municipal Government. Mr. WANG obtained a bachelor’s degree in
Chinese language and literature from University of International Relations in
Beijing and a master of arts degree in journalism from Renmin University of
China.

China Resources Pharmaceutical Group Limited Annual Report 2017
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Non-executive Director

Ms. WANG Jing, aged 46, was appointed as a non-executive Director in June
2016. Ms. WANG also serves as a deputy general manager of the BSCOMC, a
director of BOE Technology Group Co. Ltd. (RE A EHEEE LB BRAR]),
a company listed on Shenzhen Stock Exchange (stock code: 000725 (A share),
200725 (B share)), a non-executive director of BAIC Motor Corporation Limited
(At R T ERD AR A7), a company listed on the Stock Exchange (stock
code: 1958), and a supervisor of CSC Financial Co., Ltd. (F{EBIEFKG
BBRAT]), a company listed on the Stock Exchange (stock code: 6066). Ms.
WANG has over 10 years of experience in investment and management. She
served as a manager of the enterprise management department of Beijing
Enterprise Holdings Investment Management Co. Ltd. (At RIFRRIE B EIEH
[ 72 1)), a deputy general manager of Beijing Holdings Investment
Management Center (Jt RRFIREEIRH 1) and held various positions in
Beijing Holdings Ltd. (%= (B %) & E AR A 7)), including a manager of the
enterprise operation and management department and an assistant to general
manager, and the chairman and general manager of Beijing Inland Port
International Logistics Co. Ltd. (BE /& B B2 %) 7% B R 2 7]). Ms. WANG
obtained the qualification of senior economist issued by Senior Professional
Qualification Appraisal Board of Beijing (1t R SR BERIMEKTIELZE
&) in September 2005 and the qualification of corporate legal advisor issued
by the Ministry of Human Resources and Social Security of the PRC (FFEE AR
HFE A HERFI S REED), the SASAC and the Ministry of Justice in
October 2008. Ms. WANG obtained a bachelor of economics degree in finance
from Beijing Institute of Finance and Trade (currently known as Capital
University of Economics and Business), a master of law degree in economic law
from Renmin University of China and a master’s degree in business
administration from Murdoch University in Perth, Australia.
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Independent Non-executive Director

Mdm. SHING Mo Han Yvonne, 88s, Jp, aged 62, was appointed as an
independent non-executive Director in August 2017. Mdm. SHING was
appointed as a Justice of Peace of the HKSAR in 2013 and awarded Bronze
Bauhinia Star in 2017. Mdm. SHING is currently the chairman of Yinn Advisory
Services Limited. Mdm. SHING was a partner of Deloitte China for over 26
years until her retirement in May 2016. She is also a member of the 10th,11th
and 12th Jiangsu Provincial Committee of the Chinese People’s Political
Consultative Conference. Mdm. SHING is a founding member and past
president of the Association of Women Accountants (Hong Kong) and the past
chairman of Hong Kong Institute of Certified Public Accountants Taxation
Committee. She is now the vice-chairman of Hong Kong General Chamber of
Commerce Tax Committee, council member of Association of Women
Accountants (Hong Kong), and member of Chinese General Chamber of
Commerce. Her professional qualifications include fellow member of the Hong
Kong Institute of Certified Public Accountants, Association of Chartered
Certified Accountants and Institute of Chartered Secretaries and
Administrators. Mdm. SHING's current public appointments include treasurer
of the Council of the Hong Kong Academy for Performing Arts, member of the
Corruption Prevention Advisory Committee of the Independent Commission
Against Corruption, member of the Antiquities Advisory Board, member of the
Communications Authority, member of the Advisory Committee on Built
Heritage Conservation, court member of the Hong Kong Polytechnic University,
and advisor and member of the Finance Committee of Our Hong Kong
Foundation. In 2006, Mdm. SHING received the National Hundred Outstanding
Women Entrepreneurs Award in Great Hall of the People in Beijing. She also
received the Outstanding Alumni Award of Hong Kong Polytechnic University
in 2007. Mdm. SHING has been consecutively named from 2001 to 2015 in
International Tax Review as one of the World's Leading Tax Advisors in Hong
Kong and Mainland. Mdm. SHING graduated from the Hong Kong Polytechnic
(currently known as the Hong Kong Polytechnic University) and obtained a
Higher Diploma in Accountancy and is 2016/2017 University Fellow of the
Hong Kong Polytechnic University.

China Resources Pharmaceutical Group Limited Annual Report 2017
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Independent Non-executive Director

Mr. KWOK Kin Fun, 88s, Jp, aged 68, was appointed as an independent non-
executive Director in June 2016. Mr. KWOK also serves as an Executive
Committee member of Rehabilitation International and global Vice Chairman
of Social Commission of Rehabilitation International, the chairman of Incheon
Strategy Group Committee of Asia and Pacific Disability Forum, a vice chairman
of The Hong Kong Joint Council for People with Disabilities, a vice chairman of
The Hong Kong Society for Rehabilitation, the chairman of Fu Hong Society, a
member of Ethics Research Committee of Hospital Authority Kowloon Central
and Kowloon East Clusters, a member of Voting Members Committee of
Riding For the Disabled Association, the chairman of Accessible IT Development
Association Limited. Mr. KWOK has over 30 years of experience in disability
research and medical research ethics. He successively served as a senior lecturer,
a principal lecturer, a university senior lecturer and an associate professor of the
City University of Hong Kong from 1985 to 2009, and after retirement served
as full-time and part-time senior research fellow. Mr. KWOK was appointed as
a Justice of the Peace (JP) by the government of Hong Kong in 1997 and
received the Bronze Bauhinia Star awarded by the government of Hong Kong
SAR in 2005, “Kazuo Itoga” Memorial Prize awarded by the government of
Shiga Prefecture, Japan in 2006, and the Promoter title of “Asian and Pacific
Decade of Persons with Disabilities, 2013-2022" awarded by United Nations
Economic and Social Commission for Asia and the Pacific (UNESCAP) in 2012.
Mr. KWOK holds a bachelor’s degree in social science from the University of
Hong Kong, a master's degree in social science from the Chinese University of
Hong Kong, and a Ph.D. degree from the University of Nottingham, the UK.

Independent Non-executive Director

Mr. FU Tingmei, aged 51, was appointed as an independent non-executive
Director in June 2016. Mr. FU has over 20 years of experience in investment,
finance, law and business management. Mr. FU currently serves as an
independent non-executive director of CPMC Holdings Limited, a company
listed on the Stock Exchange (stock code: 0906), Guotai Junan International
Holdings Limited, a company listed on the Stock Exchange (stock code: 1788),
Postal Savings Bank of China Co., Ltd., a company listed on the Stock Exchange
(stock code: 1658) and COFCO Meat Holdings Limited, a company listed on
the Stock Exchange (stock code: 1610). Mr. FU was an independent non-
executive director of Beijing Enterprises Holdings Limited, a company listed on
the Stock Exchange (stock code: 0392) from July 2008 to June 2017. Mr. FU
holds a master’s degree in law and a Ph.D. degree in law from London
University, the United Kingdom.
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Independent Non-executive Director

Mr. ZHANG Kejian, aged 62, was appointed as an independent non-executive
Director in June 2016. Mr. ZHANG also serves as an independent director of
Yifan Pharmaceutical Co., Ltd. (a company listed on Shenzhen Stock Exchange,
stock code: 002019), an independent director of CR Double-Crane and the
Chief Scientist of The South China Center for Innovative Pharmaceuticals. Mr.
ZHANG has over 20 years of experience in the pharmaceutical industry of PRC.
He was employed as a professor of School of Pharmaceutical Sciences of Sun
Yat-sen University and the director (Pharmacy Administration) of The South
China Center for Innovative Pharmaceuticals, a researcher at the Institute of
Medicine, Chinese Academy of Mediical Sciences (7 B B8 225} Z2F5 24 A 95
FT), and successively served as a deputy director of Pharmaceutical Evaluation
Center (25 F 28 57 # /1)) and a deputy director of Medical Device Evaluation
Center (B & 88 M £ i 2 #F & 1) under the State Food and Drug
Administration of the PRC (BIR R &2 mEEEEIR/D). Mr. ZHANG received
a master’s degree in pathophysiology from China Medical University in
Shenyang, the PRC and a doctor's degree in pharmacy from the School of
Pharmaceutical Sciences of Chiba University in Chiba, Japan.

Mr. LI Xiangming, aged 53, was appointed as the general manager of CR
Pharmaceutical Commercial in May 2012. Currently, Mr. LI also holds various
positions in our Group, including the chairman of CR Pharmaceutical
Commercial Medical Devices Co., Ltd. (Z=5 58 Zipg % &£ [F 2B 25 A TR A 7)),
the chairman of CR Guangdong Pharmaceutical Co., Ltd. (38 E R 5 %A R
‘Aa)), the chairman of China Resources Henan Pharmaceutical Co., Ltd. (&
M On @ B B A R 2 Al etc, a vice president of China Association of
Pharmaceutical Commerce, a chief supervisor of Beijing Pharmaceutical
Association and a vice president of China National Narcotic Drugs Association.
Mr. LI has been a deputy general manager of Beijing Pharmaceutical Economic
and Technological Management Company (b 5% B8 25 4% 78 157 17 & 8 1 7)),
the general manager of Beijing Pharmaceutical Co., Ltd. (1t RE& BERZ 15 AR
2~ 7)) (currently known as CR Pharmaceutical Commercial), the president of
CR Pharmaceutical Commercial. Mr. Ll is a traditional Chinese pharmacist. He
obtained an EMBA degree from University of International Business and
Economics in Beijing, the PRC.

China Resources Pharmaceutical Group Limited Annual Report 2017
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Mr. LI Xin, aged 60, was appointed as the president of Beijing Double-Crane
Pharmaceutical Co., Ltd. (currently known as CR Double-Crane) in January
2005. Currently, Mr. LI also serves as a director and party committee secretary
of CR Double-Crane, an executive director of Beijing Double-Crane
Pharmaceutical Business Co., Ltd. (IL REERS ZEZE A E BR EE A F]) and the
executive director of China Resources Saike Pharmaceutical Co., Ltd. (ZE)HE&
Fl# 2 5 R 5 T2 a)). Mr. Ll has served as a deputy factory manager of
Shenyang No.1 Pharmaceutical Factory (V&% 55 — B/ ) (currently known as
Northeast Pharmaceutical Group Shenyang No.1 Pharmaceutical Co., Ltd.) (3
bR s BEI5 5 —REEF R A 7)), a deputy general manager of Northeast
Pharmaceutical Group Co., Ltd. (BRIt R ZEE B %D B R A F]), (@ company
listed on the Shenzhen Stock Exchange, stock code: 000597) and a standing
deputy general manager of Beijing Pharmaceutical Co., Ltd. (It REEBEEEH
R & £ A &8]). Mr. Ll was awarded a special government allowance by the
State Council. Mr. LI obtained the qualification of a researcher-level senior
engineer and a bachelor of science degree in antibiotics production from
Shenyang Pharmaceutical College (currently known as Shenyang
Pharmaceutical University) in Shenyang, the PRC.

Mr. QIN Yufeng, aged 60, was appointed as the president of Dong-E-E-Jiao in
September 2011. Currently, Mr. QIN also serves as a delegate of the 13th
National People’s Congress, a director of Dong-E-E-Jiao, an MBA practice tutor
of Communication University of China and a guest professor of Nanjing
University of Chinese Medicine. Mr. QIN has served as an assistant to the
factory manager in Shandong Dong-E-E-Jiao Factory (currently known as Dong-
E-E-Jiao) and a standing vice president of Shandong Dong-E-Eliao Co., Ltd.
(currently known as Dong-E-E-Jiao). Mr. QIN has 3 international invention
patents and 58 national invention patents. He has presided over the completion
of more than 10 major scientific research and technological reform projects at
the national and provincial level, and has awarded special government
allowances from the State Council. Mr. QIN was awarded titles of
“Representative Inheritors of Dong’e Donkey-Hide Gelatin’s Production
Techniques, a National Intangible Cultural Heritage” (BSR4 3F¥E (L i&E
SRR Fr] R B VE R B R M {F & A ), “National Outstanding Entrepreneur”,
“2015 China Outstanding Quality People”, “Model Worker in Shandong
Province” (L& 41 ) and “Top Ten Outstanding Engineers in Shandong
Province”. He was also awarded prizes like the First Class Prize for Progress of
Science and Technology of Shandong Province ( LI B & &l & # & — &
4% ),“National May Day Labor Medal” (& B 1 — & ) #£ & ), “National
Poverty Alleviation Dedication Award” ( & B fii B W B2 4% 2= [&f 22 ) and
Ishikawa Kano Award (/112 -5 42) . Mr. QIN obtained the qualification
of engineering technology application researcher in China and he obtained an
EMBA degree from China Europe International Business School in Shanghai,
the PRC.
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Mr. WU Jun, aged 55, was appointed as a senior vice president of our
Company in December 2013. Currently, Mr. WU also serves as a director of CR
Sanjiu, a director of Dong-E-E-Jiao, a supervisor of CR Double-Crane. Mr. WU
has been a director and the general manager of China Resources Machinery
and Minmetals (Holdings) Co., Ltd. CEE # W A E(EE)E R 2 7)), a
deputy general manager in the enterprise development department of CR
Holdings, a director and deputy general manager of CR Investment &
Development Company Limited (2£E1% & B R A A1), a deputy general
manager in the internal audit department of CR Holdings and a vice president
of our Company. Mr. WU obtained the qualification of senior engineer in
China and he obtained a master's degree in mechanical engineering from
Tianjin University and an MBA degree from University of San Francisco in San
Francisco, the United States of America.

Mr. CHEN Hong, aged 57, was appointed as a senior vice president of our
Company in December 2013. Mr. CHEN has been a deputy factory manager
of Beijing Second Pharmaceutical Factory (1t 72 55 — ZYZEfR), currently known
as China Resources Saike Pharmaceutical Co., Ltd. (ZEEBERIEEFRET A
&), the chairman of Beijing Saike Pharmaceutical Co., Ltd. (1t RERI &S
R & T2 R]), currently known as China Resources Saike Pharmaceutical Co.,
Ltd. (2 E R % % B R & 1T 2 7)), a vice general manager of Beijing
Pharmaceutical Co., Ltd. (1t REZEE BB R & /2 7)) and the vice president
of our Company. Mr. CHEN was awarded prizes like “Capital May Day Labor
Medal” (&8 —48) 85 ), “Model Workers in Beijing” and “National May
Day Labor Medal” (2B —45&)42Z ). Mr. CHEN obtained the qualification
of assistant engineer in China and he attended undergraduate class majoring
in economic management in the Party School of Beijing Municipal Committee
of the CPC (R HILRTTHZER).

Mr. FENG Yi, aged 55, was appointed as a senior vice president of our
Company in December 2015. Currently, Mr. FENG also serves as a supervisor
of CR Sanjiu, CR Double-Crane and Dong-E-E-Jiao. Mr. FENG has served as a
deputy division researcher of the fifth division of the organization bureau, the
division chief of the second division of training center of the organization
department of the central committee of the CPC. He acted as a deputy general
manager of human resource department of CR Holdings and served as a
deputy general manager of China Resources Snow Breweries (Panjin) Co., Ltd.
(FEBSIEEHE(88)A B A 7). Mr. FENG has acted as a deputy general
manager of China Resources Land (Beijing) Co., Ltd. (ZE/EE i (16 5 ) D
FR/A2®]), the chief human resources officer and senior vice president of China
Resources Bank of Zhuhai Co., Ltd. (BR/EZEERTTRRS AR A A]). Mr. FENG
obtained an EMBA degree from Peking University in Beijing, the PRC.

China Resources Pharmaceutical Group Limited Annual Report 2017
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Mr. YIN Huijun, aged 47, was appointed as a senior vice president of our
Company in June 2017. Currently, Mr. YIN also serves as the chairman of
China Pharmaceutical R&D Center Co., Ltd. (FF EIBEFFHREF OLER A
A]), a deputy secretary-general of Medical and Health sector of All-China
Youth Federation (* 2 2B F B 28 Z2874 7L Al), a coundil member of China
Association of Youth Science and Technology (FF B & F &l & #% &), a
standing member of Special Committee on Cardiovascular under Doctor
Society of Integrative Medicine (PPAAB A A BAIHELMEBREZESE), a
Ph.D. tutor of China Academy of Chinese Medical Sciences, and a graduate
student tutor of Gansu University of Chinese Medicine. Mr. YIN has served as
the cardiovascular laboratory officer of Xiyuan Hospital under China Academy
of Chinese Medical Sciences (the former China Academy of Traditional Chinese
Medicine), a standing director of Specialty Committee of Cardiovascular
Diseases of World Federation of Chinese Medicine Societies, a vice president of
Affiliated Hospital of Gansu University of Chinese Medicine and the chief of
international cooperation department of China Academy of Chinese Medical
Sciences. Mr. YIN was awarded the “Star of Science and Technology” by TCM
Society and the Second Class Prize for Progress of National Science and
Technology (B X B # # 26 — & #8). Mr. YIN obtained the qualification of
researcher issued by China Academy of Chinese Medical Sciences. Mr. YIN
obtained a doctor’s degree in Chinese internal medicine from Heilongjiang
College of Chinese Medicine (currently known as Heilongjiang University of
Chinese Medicine (2 # )T & % ZZ X £))in Harbin, the PRC. Mr. YIN
conducted his postdoctoral research in Institute of Genetics and Developmental
Biology, Chinese Academy of Sciences.

Mr. FANG Ming, aged 59, was appointed as a vice president of our Company
in December 2007. Currently, Mr. FANG also serves as a supervisor of CR
Double-Crane, a supervisor of CR Sanjiu and a supervisor of Dong-E-E-Jiao. Mr.
FANG was an associate researcher at the Institute of Social China Academy of
Social Sciences. Mr. FANG has served as a senior manager of the research
department of CR Holdings, a deputy general manager of the enterprise
development department of CR Holdings, a director and the deputy general
manager of China Resources Development & Investment Company Limited,
the executive manager in charge of listing planning of CRNC, a member of the
management board and the general manager of capital operation department
of CRNC. Mr. FANG obtained a doctor of law degree in applied sociology from
the Graduate School of Chinese Academy of Social Sciences in Beijing, the
PRC.
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Mr. MENG Qingsheng, aged 49, was appointed as a vice president of our
Company in October 2016. Mr. MENG has engaged in the Information
Technology (IT) consultancy and management business for over 20 years. Mr.
MENG has extensive experience in areas like corporate IT strategic planning,
system structural design, project management and the training of professional
personnel. Mr. MENG successively held positions in SSA China Co., Ltd.,
Platinum China Co., Ltd. and Oracle China Co., Ltd.. Mr. MENG has also acted
as a deputy director of the Information Management Department of CR
Holdings.

Ms. TANG Na, aged 41, was appointed as the chief legal advisor of our
Company in March 2014. Ms. TANG served as a partner of Concord & Partners
and a director of legal affairs of CR Pharmaceutical Commercial. Ms. TANG
obtained the qualification of PRC lawyer and the corporate counsel
qualification. Ms. TANG obtained a bachelor of law degree from China
University of Political Science and Law in Beijing, the PRC and attended
postgraduate courses majoring in urban economics in the School of Economics
at Renmin University of China in Beijing, the PRC.

Mr. JIN Song, aged 42, was appointed as an assistant president of our
Company in June 2016. Mr. JIN served as a division-level consultant at the
SFDA (currently known as the CFDA). Mr. JIN obtained a master’s degree in
international cooperation policy from Ritsumeikan University in Kyoto, Japan.

Mr. ZHAO Bingxiang, aged 45, was appointed as an assistant president of our
Company and the chairman of China Resources Zizhu Pharmaceutical Co., Ltd.
EBEMEZEBRRAT) in September 2016. Mr. ZHAO had served as a
regional sales manager and a marketing officer of San-jiu Pharmaceutical trade
Co., Ltd. (Z "B 2E 5 FBR A 7)), a deputy general manager of San-jiu
Tongda Pharmaceutical Co., Ltd. (= JLIRIZEZEZEBBR A 7)), a senior researcher
of the R&D center of CR Sanjiu and a general manager of China Resources
Sanjiu (Ya'an) Pharmaceutical Co., Ltd. GEE = N(HEZL) G R A R]). Mr.
ZHAOQO has been named as an excellent entrepreneur and an outstanding
entrepreneur in Sichuan province, he has received the State Scientific and
Technological Progress Award — second-class and the Sichuan Scientific and
Technological Progress Award — first-class. Mr. ZHAQ is a professor-level
senior engineer and he holds a master’s degree in Pharmaceutics awarded by
Peking University in Beijing, the PRC.

China Resources Pharmaceutical Group Limited Annual Report 2017
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Mr. TAO Ran, aged 52, was appointed as an assistant president of our
Company in June 2017. Mr. TAO has been a deputy chief of Import Division |
of China Resources National Corporation (currently known as China Resources
Company Limited), a senior manager of Investment Division, a general
manager of Strategy Division and a deputy general manager of China
Resources Textiles (Holdings) Co., Ltd. and a senior director of Strategic
Development Division, a general manager of Strategic Development Division of
CR Pharmaceutical. Mr. TAO holds a bachelor’s degree in engineering awarded
by Shanghai Jiao Tong University in Shanghai and a master’s degree in
economics awarded by School of Economics and Management of Beihang
University.

Mr. WU Jianjun, aged 46, was appointed as an assistant president of our
Company in June 2017. Mr. WU had been a vice director of Workshop, a vice
head of Sales Division and a vice head of Foreign Trade Division of Beijing
Hua’er Company Limited (At (b Zf& {3 AR A F]), an assistant researcher of
Enterprise Reform Office of Beijing Municipal Commission of Economy and
Information Technology (It R AR Z >IN FE SR ), a vice head of Enterprise
Reform Office of the Stated-owned Assets Supervision and Administration
Commission of Beijing, an assistant to the general manager of Beijing
Pharmaceutical Co., Ltd. (At REEZEEE B BR H £ 7)), a director of China
Resources Pharmaceutical (Beijing) Industrial Development Co., Ltd. (2= 58 %%
(bR EZEZ R AR A A]), a senior director of Production and Manufacturing
Division of China Resources Pharmaceutical and a general manager of the
Office of China Resources Pharmaceutical. Mr. WU holds an executive master’s
degree in Business Administration awarded by Tsinghua University in Beijing,
the PRC.
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The Board is pleased to present its report together with the audited
consolidated financial statements of the Group for the year ended 31
December 2017.

The Company is an investment holding company. The Group is principally
engaged in the manufacturing, distribution and retail of pharmaceutical and
healthcare products. Analysis of the principal activities of the Group during the
year ended 31 December 2017 is set out in the note 21 to the consolidated
financial statements.

The results of the Group for the year ended 31 December 2017 are set out in
the consolidated statement of profit or loss and other comprehensive income
on page 97 of this annual report.

The Board recommended the payment of a final dividend of HK$0.11 per
Share for the year ended 31 December 2017 (2016: HK$0.09). Such final
dividend will not be subject to any withholding tax in Hong Kong. The final
dividend is subject to the approval of the Shareholders at the forthcoming
AGM to be held on 18 May 2018 and the final dividend will be distributed on
or about 8 June 2018 to the Shareholders whose names appear on the register
of members of the Company on 25 May 2018.

The register of members of the Company will be closed from 14 May 2018 to
18 May 2018, both days inclusive, in order to determine the identity of the
Shareholders who are entitled to attend the AGM, during which period no
share transfers will be registered. To be eligible to attend the AGM, all properly
completed transfer forms accompanied by the relevant share certificates must
be lodged for registration with the Company's share registrar in Hong Kong,
Tricor Investor Services Limited, at Level 22, Hopewell Centre, 183 Queen’s
Road East, Hong Kong not later than 4:30 p.m. on 11 May 2018.

The register of members of the Company will also be closed on 25 May 2018,
in order to determine the entitlement of the Shareholders to receive the final
dividend, during which no share transfers will be registered. To qualify for the
final dividend, all properly completed transfer forms accompanied by the
relevant share certificates must be lodged for registration with the Company’s
share registrar in Hong Kong, Tricor Investor Services Limited, at Level 22,
Hopewell Centre, 183 Queen’s Road East, Hong Kong not later than 4:30 p.m.
on 24 May 2018.

China Resources Pharmaceutical Group Limited Annual Report 2017
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A review of the Company’s business, a discussion and analysis of the Group's
performance during the year, the principal risks and uncertainties facing the
Group, the material factors underlying its results and financial position, certain
important events occurred since the end of the Reporting Period and the future
development of the Company’s business have been set out in the
Management Discussion and Analysis of this annual report.

The Group shall comply with the relevant provisions governing environmental
protection and appraisal of environmental impact, as well as national and
provincial standards of environmental quality established by various
government authorities. The Group has carried out the relevant environmental
impact assessments and has obtained all the required permits and
environmental approvals for its manufacturing facilities. To ensure compliance
with relevant laws, rules and regulations on pollution control, the Group has
also established waste water treatment and waste management facilities at its
pharmaceutical manufacturing sites.

To the best knowledge and information of the Company, the Group has
complied with the relevant laws, regulations and other applicable requirements
that have a significant impact on the Group during the Reporting Period.

The Group recognizes the importance of good governance to its sustainable
growth and strives to maintain effective communication with its stakeholders,
including its Shareholders, investors, employees, customers and suppliers.

In addition to the above, general information regarding the Group's
performance on environmental and social-related policies, as well as
compliance with relevant laws and regulations which have a significant impact
on the Group and an account of the Company'’s relationships with its key
stakeholders are discussed throughout this annual report. Further details will be
also disclosed in the Company’s Corporate Social Responsibility Report 2017 to
be published within three months from the date of this annual report.

A summary of the Group's results, assets and liabilities for the last five financial
years is set out on page 20 of this annual report. This summary does not form
part of the audited consolidated financial statements.

For details of the use of net proceeds from the Listing, please refer to page 37
of this annual report.
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For the year ended 31 December 2017, the Group's sales to its five largest
customers accounted for 4.4% (2016: 5.6%) of the Group’s total revenue and
our single largest customer accounted for 1.1% (2016: 1.3%) of the Group'’s
total revenue.

For the year ended 31 December 2017, the Group's five largest suppliers
accounted for 14.9% (2016: 12.9%) of the Group's total purchases and our
single largest supplier accounted for 7.6% (2016: 5.7%) of the Group’s total
purchases.

During the Reporting Period, none of the Directors or any of their close
associates or any Shareholders (which, to the best knowledge of the Directors,
own more than 5% of the number of issued Shares) had any interest in the
Group's five largest customers and suppliers.

Details of movements in the property, plant and equipment of the Group
during the year ended 31 December 2017 are set out in note 16 to the
consolidated financial statements.

Details of movements in the share capital of the Company during the year are
set out in note 33 to the consolidated financial statements.

Details of movements in the reserves of the Company and the Group during
the Reporting Period are set out in note 43 to the consolidated financial
statements and on pages 100 to 101 in the consolidated statement of changes

in equity.

As at 31 December 2017, the Company'’s reserves available for distribution,
amounted to approximately HK$825.7 million.

Particulars of bank loans and other borrowings of the Group as at 31
December 2017 are set out in note 29 to the consolidated financial statements.

China Resources Pharmaceutical Group Limited Annual Report 2017
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The Directors up to the date of this annual report are:

Mr. FU Yuning

Mr. WANG Chuncheng
Mr. SONG Qing
Mr. LI Guohui

Mr. CHEN Rong

Mr. YU Zhongliang
Mr. WANG Chenyang
Ms. WANG lJing

Mdm. SHING Mo Han Yvonne
Mr. KWOK Kin Fun

Mr. FU Tingmei

Mr. ZHANG Kejian

Note: Mr. TSANG Hing Lun passed away on 4 June 2017, Mdm. SHING Mo Han
Yvonne was appointed as independent non-executive Director on 7 August 2017.

In accordance with article 88(1) of the Articles of Association, Mr. SONG Qing,
Mr. WANG Chenyang, Mr. Kwok Kin Fun and Mr. ZHANG Kejian shall retire by
rotation, and being eligible, have offered themselves for re-election at the
AGM.

Details of the Directors to be re-elected at the AGM are set out in the circular
to the Shareholders dated 18 April 2018.

Biographical details of the Directors and senior management of the Company
are set out on pages 61 to 72 of this annual report.

The Company has received an annual confirmation of independence pursuant
to rule 3.13 of the Listing Rules from each of the independent non-executive
Directors and the Company considers such Directors to be independent
throughout the year ended 31 December 2017 and remain so as of the date of
this annual report.
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None of the Directors has a service contract which is not terminable by the
Group within one year without payment of compensation (other than statutory
compensation).

No Director or his/her connected entities had a material interest, either directly
or indirectly, in any transaction, arrangement or contract of significance to the
business of the Group to which the Company, its parent company or any of its
subsidiaries or fellow subsidiaries was a party during the year ended 31
December 2017 and up to the date of this annual report.

No contracts concerning the management and administration of the whole or
any substantial part of the business of the Company were entered into or
existed during the year and up to the date of this annual report.

The Remuneration Committee was set up for reviewing the Group’s
emolument policy and structure for all remuneration of the Directors and senior
management of the Group, having regard to the Group’s operating results,
individual performance of the directors and senior management and
comparable market practices.

Details of the emoluments of the Directors, and five highest paid individuals
during the Reporting Period are set out in note 11 to the consolidated financial
statements.

Details of the retirement and employee benefits scheme of the Group are set
out in note 44 to the consolidated financial statements.
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As at 31 December 2017, none of the Directors or the chief executive of the
Company had or was deemed to have any interest or short position in the
Shares, underlying Shares or debentures of the Company or its associated
corporations (within the meaning of Part XV of the SFO) that was required to
be notified to the Company and the Stock Exchange pursuant to Divisions 7
and 8 of Part XV of the SFO (including interests and short positions which they
were taken or deemed to have taken under such provisions of the SFO), or
required to be recorded in the register required to be kept under Section 352
of the SFO, or as otherwise notified to the Company and the Stock Exchange
pursuant to the Model Code.

Save as otherwise disclosed in this annual report, at no time during the year
was the Company, its parent company or any of its subsidiaries or fellow
subsidiaries a party to any arrangement that would enable the Directors to
acquire benefits by means of acquisition of shares in, or debentures of, the
Company or any other body corporate, and none of the Directors or any of
their spouses or children under the age of 18 were granted any right to
subscribe for the equity or debt securities of the Company or any other body
corporate or had exercised any such right.
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Report of the Directors

TERRARMDREBERKRDFH  SUBSTANTIAL SHAREHOLDERS' INTERESTS AND
EahRE SHORT POSITIONS IN SHARES AND UNDERLYING
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As at 31 December 2017, to the best knowledge of the Directors, the following
persons (not being a Director or chief executive of the Company) had interests
or short positions in the Shares or underlying Shares which fall to be disclosed
to the Company under the provisions of Divisions 2 and 3 of Part XV of the
SFO as recorded in the register required to be kept by the Company pursuant
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to section 336 of the SFO:

L E R
ez Approximate
5,/ REtE RAEE BR/ KR Percentage of
REER Capacity/Nature Number of Long/ Shareholding
Name of Shareholder of Interest Shares held short position in the Company
HEEEERARY XA E s 3,333,185,612 A 53.04
China Resources Company Limited™ Interest in controlled Long position
corporation
FERNARARY Rt EEES 3,333,185,612 1R 53.04
China Resources Co., Limited™ Interest in controlled Long position
corporation
CRC Bluesky Limited™ SirEslEE s 3,333,185,612 o=y 53.04
Interest in controlled Long position
corporation
EHERD RRHEEES 3,333,185,612 e 53.04
CR Holdings™ Interest in controlled Long position
corporation
EREE(BE)ARRRD EREAA 3,333,185,612 e 53.04
CRH (Pharmaceutical) Limited™ Beneficial owner Long position
SEREE D RS EE S 1,296,238,849 HE 2063
BSCOM(C® 2 Interest in controlled Long position
corporation
ItRBEEREBRAREC RS EE S 1,094,800,000 e 17.42
Beijing Pharmaceutical Holdings Limited® Interest in controlled Long position
corporation
IERBELEERAFS EREAA 1,094,800,000 e 17.42
Beijing Pharmaceutical Investment Limited® Beneficial owner Long position
China Resources Pharmaceutical Group Limited Annual Report 2017 79
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(1) CRH (Pharmaceutical) Limited (“CRH (Pharmaceutical)”) directly held
3,333,185,612 Shares. CRH (Pharmaceutical) is a wholly-owned
subsidiary of CR Holdings. CR Holdings is a beneficially wholly-owned
subsidiary of CRC Bluesky Limited, which is in turn wholly-owned by
China Resources Co., Limited. China Resources Co., Limited is an
ultimately beneficially wholly-owned subsidiary of China Resources
Company Limited (formerly known as China Resources National
Corporation). By virtue of the SFO, each of China Resources Company
Limited, China Resources Co., Limited , CRC Bluesky Limited and CR
Holdings is deemed to have an interest in the Shares held by CRH
(Pharmaceutical).

(2) By virtue of the SFO, BSCOMC is deemed to have an interest in the
201,438,849 Shares held by Beijing Equity Investment Development
Fund (Cayman Il) L.P., an exempted limited partnership registered in the
Cayman Islands, by reason of a series of funds and corporate structures
each of which, individually, is interested in less than 5% in the voting
Shares.

(3)  Beijing Pharmaceutical Investment Limited (“Beijing Pharmaceutical
Investment”) directly held 1,094,800,000 Shares. Beijing
Pharmaceutical Investment is a wholly-owned subsidiary of Beijing
Pharmaceutical Holdings Limited (“Beijing Pharmaceutical Holdings"),
which is in turn wholly owned by BSCOMC. By virtue of the SFO, each
of BSCOMC and Beijing Pharmaceutical Holdings is deemed to have an
interest in the Shares held by Beijing Pharmaceutical Investment.

Save as disclosed above, as at 31 December 2017, the Directors were not
aware of any persons (who were not Directors or chief executive of the
Company) who had an interest or short position in the Shares or underlying
Shares of the Company which would fall to be disclosed under Divisions 2 and
3 of Part XV of the SFO, or which would be required, pursuant to Section 336
of the SFO, to be entered in the register referred to therein.
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The Company adopted a share option scheme on 12 December 2017 (the
“Share Option Scheme”). No share option was granted under the Share
Option Scheme during the year.

A summary of the Share Option Scheme are set out below:

The purpose of the Share Option Scheme is to effectively retain and
attract exceptional talents through a further optimized remuneration
structure, align the interests of the employees and Shareholders, and
effectively motivate both the management team and key employees,
thereby fostering the long-term development of the Company and
maximizing the interests of the Shareholders.

There are 199 incentive targets under the Share Option Scheme, who
are the Directors (excluding non-executive Directors and independent
non-executive Directors), senior management (including general
managers, deputy general managers, heads of the finance department
and those personnel with such functions, board secretaries and other
senior management pursuant to the Articles of Association), and other
key employees whose management and technical skills may have a
direct impact on the results of operation and strategic development of
the Group.

The total number of new Shares that may be issued upon exercise of the
share options pursuant to the Share Option Scheme and all other
schemes of the Company (if any) shall not, in aggregate, exceed
628,450,646 Shares, representing 10% of the Company's total issued
shares as at the date on which the resolution approving the Share
Option Scheme is passed at the extraordinary general meeting.

The Company may seek approval from the Shareholders at a general
meeting of the Company to grant share options exceeding the above
10% limit, provided that share options in excess of such limit are granted
to those incentive targets specifically identified by the Company before
such approval is obtained.

The total number of new Shares that may be issued in relation to the
first grant of the share options to the incentive targets under the Share
Option Scheme shall not exceed 1% of the Company’s total issued
Shares.

China Resources Pharmaceutical Group Limited Annual Report 2017
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Unless approved by the Shareholders in the general meeting of the
Company, the total number of Shares which are issued and will be
issued upon exercise of the share options (including both exercised and
outstanding Share options) granted to any one of the incentive targets
under the Share Option Scheme and any other share option schemes of
the Company within any 12-month period must not exceed 1% of the
total issued Shares from time to time. Where further grant of share
options to an incentive target would result in the Shares issued and to be
issued upon exercise of the share options granted and to be granted to
such incentive target (including exercised, cancelled and outstanding
share options) in the 12-month period up to and including the date of
such further grant representing in aggregate over 1% of the total issued
Shares, such further grant must be separately approved by the
Shareholders in general meeting of the Company with such incentive
target and his/her close associates (or his/her associates if such incentive
target is a connected person) abstaining from voting, and in such case,
the Company will send a circular to the Shareholders disclosing all
relevant information necessary under the Listing Rules.

The limit on the number of securities which may be issued upon exercise
of all outstanding options granted and yet to be exercised under the
Share Option Scheme and other schemes (if any) shall not exceed 30%
of the relevant class of securities of the Company in issue from time to
time, and no share option may be granted under the Share Option
Scheme and any other schemes of the Company if this will result in this
limit being exceeded.

The Share Option Scheme shall be valid for ten (10) years from its
effective date, unless otherwise terminated pursuant to the terms
therein.

The incentive targets under each grant of the Share Option Scheme may
only exercise the share options two (2) years after the grant date.

Once the conditions to the exercise are satisfied after the two-year
restriction period commencing from the grant date, the share options
may be exercised by three (3) years thereafter with the proportion of
30%, 30% and 40% of the share options in each year.

The exercise price of the share options under the Share Option Scheme
shall be determined by the Board, but shall not be less than the highest
of the followings:

(i) the closing price of the Shares on the grant date (which must be a
trading day) as stated on the Stock Exchange’s daily quotations
sheet; and
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(i) the average closing price of the Shares for the five (5) trading days
immediately preceding the grant date as stated on the Stock
Exchange’s daily quotations sheet on the grant date.

The incentive targets, subject to the fulfillment of the relevant conditions
and within the relevant exercise period, may apply with the Company in
respect of the exercise of the share options granted to him/her and shall
pay the relevant subscription amount within 28 days.

Save as disclosed above, no equity-linked agreements were entered into during
the year or subsisted at the end of the year.

Neither the Company nor any of its subsidiaries had purchased, sold or
redeemed any of the Company'’s listed securities during the year.

As disclosed in the Prospectus, the Company have entered into a non-
competition agreement (the “Non-competition Agreement”) with CR
Holdings on 14 September 2016.

The independent non-executive Directors have conducted a review of the
compliance with the Non-competition Agreement by the Company and CR
Holdings in respect of year 2017, including but not limited to the review of the
Non-Competition Agreement and internal confirmations by the Company and
CR Holdings. Having made all reasonable enquiries, nothing has come to the
attention of the independent non-executive Directors that, except for the
Retained Business (as defined in the Prospectus), CR Holdings has engaged in,
participated in or assisted others to engage or participate in, or procure its
subsidiaries (other than the Group) to engage in, participate in or assist others
to engage in, any business that competes or is likely to compete, directly or
indirectly, with our business within the PRC during year 2017.
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Report of the Directors

EENHFRBER DIRECTORS' INTEREST IN COMPETING BUSINESS

BAEBRAIFEEIN R_F—+F+=-H Save as disclosed in this annual report, as at 31 December 2017, none of the
=t+—B HMEEEXRSEEANBEARER  Directors or their respective associates had engaged in or had any interest in
EAEEESEELMEBRRIATREAE  any business which competes or is likely to compete, either directly or indirectly,

FHEBPRA T ER - with the businesses of the Group.
BHEBRERS CONTINUING CONNECTED TRANSACTIONS
REBEE-_ZT—+tF+_-_A=1+—HIEFER A& The Group has entered into the following continuing connected transactions
SRV TIHERERS - during the year ended 31 December 2017:
LR BB EmRRIFRRT
FEELR BESNEE LR “B-tf
FERERS PRZBEAL Original annual cap  Revised annual cap R5&H
Continuing Connected Connected Parties #HE permitted under permitted under  Transaction amount
Transactions involved Nature the Listing Rules the Listing Rules in 2017
BEAT BEAT BEAT
HK$million HK$million HK$million
REBERS (W 1) EHEE W REmRE 1386 1386 86.8
Procurement Framework CR Holdings Procurement of supplies
Agreement (Note 1) and products
RBERS (W) EHEE FRISERE 144 250 19.2
Procurement Framework CR Holdings Procurement of services
Agreement (Note 1)
B AR (Hd2) ERRT FHRERRTEASE 34622 28180 23302
Strategic Cooperation CR Bank Maximum daily deposit amount
Agreements (Note 2) placed with CR Bank
Bk (Hd2) EHRT EERTETRENSBER TEH 16910 807.8
NERRRAREERTIE NA
Strategic Cooperation CRBank Maximum daily principal amount
Agreements (Note 2) and interest in relation to
finandial products to be
provided by CR Bank
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Report of the Directors

BREERS

Continuing Connected
Transactions

BR AR (W2

Strategic Cooperation
Agreements (Note 2)

BRA{FGE (WE2)

Strategic Cooperation
Agreements (Note 2)

BEA{FRE (WiE2)

Strategic Cooperation
Agreements (Note 2)

PRZBEAL
Connected Parties
involved

ERBT

CRBank

EREER

CR Trust

ERRET

CR Trust

EHRAFAFE LHRBIFAAR

REELR  SBANEELR “E-tF
Original annual cap  Revised annual cap RELE
#HE permitted under permitted under  Transaction amount
Nature the Listing Rules the Listing Rules in 2017
BEETL BEET BEATL
HK$million HK$million HK$million
ERRTROE TRMEN TR 169.0 59
A emEmn k%S N/A
meRBEERRAS
Maximum service fees and
commissions for other financial
products and services to be
provided CR Bank
EREERTRIENSHER 34622 3380 &
WEAREALEERNE Nil
Maximum daily principal amount
and interest in relation to
financial products to be
provided by CR Trust
EREFRENA e BERR TEA 790 i
RBHERREERRAL N/A Nil
Maximum services fees and
commissions for other financial
products and services to be
provided by CR Trust
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RERERS

WRZBEAL
Connected Parties
involved

Continuing Connected
Transactions

BB A e (Wi 3) EHNEE
Strategic Cooperation CR Leasing
Agreements (Note 3)

HEERBE (Mt 4) EHREEREARAR

(A REERE
BRAT)

Sales Framework

Agreement (Note 4) Group Limited

LHRBIFRAF —E—tF
HEE LR R5EH
Annual cap Transaction
ME permitted under amount
Nature the Listing Rules in 2017
AEAT BEAT
HK$million HK$million
HEEEER FREN S RIRY 79.0 194
FERNE=REERRAS
Maximum service fees and
commissions for the financial services
and products to be provided by
CR Leasing
HEBBRNBEER LN 1,240.0 815.6

China Resources Healthcare  Sales of medical and pharmaceutical

products and consumables
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Notes:

The Company have entered into a procurement framework agreement with CR
Holdings on 14 September 2016 (the “Procurement Framework Agreement
2016"), pursuant to which our Group may from time to time purchase from CR
Holdings and its subsidliaries various types of supplies and products which include
raw materials, ingredients, apparel and software products (but excluding our
procurement of gas supplies from China Resources Gas Group Limited and/or its
subsidiaries), as well as services which include logistics services (but excluding the
services which are covered under the Property Leasing Framework Agreement
and the Construction, Decoration and Furniture Services Framework Agreement)
in support of our business. The Procurement Framework Agreement 2016 has a
term commencing from the Listing Date until 31 December 2018, subject to
renewal by mutual consent and negotiation between the parties.

On 30 October 2017, the Company has entered into a procurement framework
agreement with CR Holdings (the “Procurement Framework Agreement
2017") for a term commencing on 30 October 2017 and ending on 31 December
2018. Pursuant to which, the Group may from time to time purchase from CR
Holdings and its subsidiaries various types of supplies and products (including raw
materials, ingredients, apparel and software products, but excluding the
procurement of utilities by the Group from CR Holdings and its subsidliaries in the
Group’s ordinary and usual course of business) as well as services (including
logistics services, company secretarial services and services of an integrated
e-commerce and internetbased service platform, but excluding IT technical
support services, property leasing services, and construction, decoration and
furniture services which are covered by separate agreements entered into
between CR Holdings and the Company). With effect from 30 October 2017, the
Procurement Framework Agreement 2016 was ceased to take effect.
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The Company have entered into a strategic cooperation agreement with China
Resources Bank of Zhuhai Co., Ltd. (B& 2 H#R7TAR 175 R 7)) (“CR Bank”)
on 11 October 2016 (the “CR Bank Strategic Cooperation Agreement 2016"),
pursuant to which our Group may use the deposit services and other financial
services and products provided by CR Bank from time to time. The services and
products will be provided by CR Bank on normal commercial terms which apply to
its other independent customers. The CR Bank Strategic Cooperation Agreement
has a term commencing from the Listing Date until the date of the first annual
general meeting of our Company after the Listing, subject to renewal by the
parties.

As the CR Bank Strategic Cooperation Agreements 2016 and their respective
annual caps will expire on the date of the 2017 annual general meeting, on 12
May 2017, the Company has entered into the CR Bank Strategic Cooperation
Agreement 2017 with CR Bank, for a term commencing on 20 May 2017 and
ending on 31 December 2018. Pursuant to which, the Group may place deposits
with CR Bank and use other financial services and products of CR Bank, including
(but not limited to) the provision of letters of credit, guarantee, loans with
collaterals, bill of exchange and discount services, assignment of receivables, RMB
and foreign exchange settlement, entrusted loans and collaterals, financial and
cash management services, financial advisory services and other financial services
and products as agreed by the parties.

The Company have also entered into a strategic cooperation agreement with
China Resources SZITIC Trust Co., Ltd. (2B FE1R1=7LH R 2 7)) (“CR Trust”)
on 11 October 2016 (the “CR Trust Strategic Cooperation Agreement 2016”"),
pursuant to which our Group may use the financial or trust services and products
provided by CR Trust from time to time. The services and products will be
provided by CR Trust on normal commercial terms which apply to its other
independent customers. The CR Trust Strategic Cooperation Agreement has a
term commencing from the Listing Date until the date of the first annual general
meeting of our Company after the Listing, subject to renewal by the parties.

As the CR Trust Strategic Cooperation Agreements 2016 and their respective
annual caps will expire on the date of the 2017 annual general meeting, on 12
May 2017, the Company has entered into the CR Trust Strategic Cooperation
Agreement 2017 with CR Trust, for a term commencing on 20 May 2017 and
ending on 31 December 2018. Pursuant to which, The Group may use the
services and products provided by CR Trust, including (but not limited to) cash
management, asset management, custodian trust loan services, assignment of
receivables, advisory services in relation to redemptory monetary capital for sale,
and other financial or trust services and products as agreed by the parties.

On 12 May 2017, the Company has entered into the CR Leasing Strategic
Cooperation Agreement 2017 with China Resources Leasing Co., Ltd. (“CR
Leasing”) for a term commencing on 20 May 2017 and ending on 31 December
2018. Pursuant to which, The Group may use the financial services and products
provided by CR Leasing, including (but not limited to) financial leasing, leasing and
the related consultancy and guarantee services, and factoring in relation to the
Group's principal businesses.

China Resources Pharmaceutical Group Limited Annual Report 2017
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4. On 12 May 2017, the Company entered into the Sales Framework Agreement
2017 with China Resources Healthcare Group Limited (“CR Healthcare”) for a
term commencing on 12 May 2017 and ending on 31 December 2018. Pursuant
to which, the Group may from time to time supply medical and pharmaceutical
products and consumables, including prescription medicines and over-the-counter
(OTQ) drugs to CR Healthcare, its associates and/or the hospitals that are managed
by CR Healthcare and/or its associates.

The independent non-executive Directors have reviewed the aforesaid
continuing connected transactions and confirmed that the transactions have
been entered into:

(i) in the ordinary and usual course of business of the Group;
(i)  on normal commercial terms or better; and

(i) in accordance with relevant agreements governing them on terms that
are fair and reasonable and in the interests of the Shareholders as a
whole.

Pursuant to Rule 14A.56 of the Listing Rules, the Board engaged the auditor of
Company to report on the Group’s continuing connected transactions in
accordance with Hong Kong Standard on Assurance Engagements 3000
“Assurance Engagements Other Than Audits or Reviews of Historical Financial
Information” and with reference to Practice Note 740 “Auditor’s Letter on
Continuing Connected Transactions under the Hong Kong Listing Rules”
issued by Hong Kong Institute of Certified Public Accountants. The auditor has
issued his unqualified letter containing its findings and conclusions in respect of
the continuing connected transactions disclosed by the Group on pages 84 to
88 of the Annual Report in accordance with Rule 14A.56 of the Listing Rules. A
copy of the auditor’s letter has been provided by the Company to the Stock
Exchange.
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Certain related party transactions as disclosed in Note 41 to the consolidated
financial statements constituted as connected transactions or continuing
connected transactions as defined in Chapter 14A of the Listing Rules and in
compliance with the disclosure requirements under Chapter 14A of the Listing
Rules.

Save as disclosed in this annual report, during the year, the Company had no
connected transactions or continuing connected transactions which fell to be
disclosed in accordance with the provisions under Chapter 14A of the Listing
Rules in relation to the disclosure of connected transactions and continuing
connected transactions.

During the Reporting Period, the charitable and other donations made by the
Group amounted to HK$14,765,000.

The name of directors who have served on the board of the subsidiaries of the
Company during the year and up to the date of this annual report is available
on the Company's website at www.crpharm.com under “Investor Relations —
Corporate Governance”.

The Articles of Association provide that every Director or other officer of the
Company shall be entitled to be indemnified out of the assets of the Company
against all losses or liabilities (including any such liability as mentioned in
Section 468(4) of the Companies Ordinance) which he may sustain or incur in
the execution of the duties of his office or otherwise in relation thereto, and no
Director or other officer shall be liable for any loss, damages or misfortune
which may happen to or be incurred by the Company in the execution of the
duties of his office or in relation thereto, provided that this Article shall only
have effect in so far as it is not invalidated by the Companies Ordinance.

So far as may be permitted by the Companies Ordinance, if any Director or
other person shall become personally liable for the payment of any sum
primarily due from the Company, the Board may execute or cause to be
executed any mortgage, charge, or security over or affecting the whole or any
part of the assets of the Company by way of indemnity to secure the Director
or person so becoming liable as aforesaid from any loss in respect of such
liability.

The Company has taken out insurance against the liability and costs associated
with defending any proceedings which may be brought against the directors of
the Company and its subsidiaries.

China Resources Pharmaceutical Group Limited Annual Report 2017
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The events after the Reporting Period are disclosed in note 46 to the
consolidated financial statements.

The Audit Committee had, together with the management and external
auditor of the Company, reviewed the accounting principles and policies
adopted by the Group and the consolidated financial statements for the year
ended 31 December 2017.

The Company is committed to maintaining high standards of corporate
governance practices. Information on the corporate governance practices
adopted by the Company is set out in the Corporate Governance Report on
pages 38 to 60 of this annual report.

Based on information publicly available to the Company and to the best
knowledge of the Directors, at least 25% of the total issued Shares, the
prescribed minimum percentage of public float approved by the Stock
Exchange and permitted under the Listing Rules, was held by the public at all
times during the Reporting Period and as of the date of this annual report.

Deloitte Touche Tohmatsu was appointed as the Auditor for the year ended 31
December 2017. The accompanying financial statements prepared in
accordance with Hong Kong Financial Reporting Standards have been audited
by Deloitte Touche Tohmatsu.

As disclosed in the announcement of the Company dated 21 March 2018,
Deloitte Touche Tohmatsu shall retire at the forthcoming AGM. The Board has
resolved, with the recommendation of the Audit Committee of the Company,
to propose the appointment of Ernst & Young as the new independent auditor
of the Company following the retirement of Deloitte Touche Tohmatsu, and a
resolution for the appointment of Ernst & Young as Auditor will be proposed
at the AGM.

On behalf of the Board
WANG Chuncheng
Executive Director

Hong Kong, 21 March 2018
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TO THE MEMBERS OF CHINA RESOURCES PHARMACEUTICAL GROUP
LIMITED
(incorporated in Hong Kong with limited liability)

We have audited the consolidated financial statements of China Resources
Pharmaceutical Group Limited (the “Company”) and its subsidiaries (collectively
referred to as “the Group”) set out on pages 97 to 250, which comprise the
consolidated statement of financial position as at 31 December 2017, and the
consolidated statement of profit or loss and other comprehensive income,
consolidated statement of changes in equity and consolidated statement of
cash flows for the year then ended, and notes to the consolidated financial
statements, including a summary of significant accounting policies.

In our opinion, the consolidated financial statements give a true and fair view
of the consolidated financial position of the Group as at 31 December 2017,
and of its consolidated financial performance and its consolidated cash flows
for the year then ended in accordance with Hong Kong Financial Reporting
Standards (“HKFRSs") issued by the Hong Kong Institute of Certified Public
Accountants ("HKICPA") and have been properly prepared in compliance with
the Hong Kong Companies Ordinance.

We conducted our audit in accordance with Hong Kong Standards on Auditing
("HKSAs") issued by the HKICPA. Our responsibilities under those standards
are further described in the Auditor’s Responsibilities for the Audit of the
Consolidated Financial Statements section of our report. We are independent
of the Group in accordance with the HKICPA's Code of Ethics for Professional
Accountants (the “Code”), and we have fulfilled our other ethical
responsibilities in accordance with the Code. We believe that the audit
evidence we have obtained is sufficient and appropriate to provide a basis for
our opinion.

China Resources Pharmaceutical Group Limited Annual Report 2017
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Impairment of goodwiill and intangible assets

BEREVEAERE

We identified the impairment of goodwill and intangible
assets as a key audit matter due to the significance to the
consolidated financial statements as a whole and
significant judgement involved in the management's
assessment process.
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As disclosed in notes 19 and 20 to the consolidated
financial statements, the carrying value of goodwill and
intangible assets as at 31 December 2017 were
HK$20,545 million and HK$4,740 million respectively. In
estimating the recoverable amount of the cash generating
units to which goodwill and intangible assets have been
allocated, the management has made a number of key
assumptions in the value in use calculation. The key
assumptions include growth rates, discount rates applied
and the forecast performance based on management's
view of future business prospects.
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Key audit matters are those matters that, in our professional judgment, were
of most significance in our audit of the consolidated financial statements of the
current period. These matters were addressed in the context of our audit of the
consolidated financial statements as a whole, and in forming our opinion
thereon, and we do not provide a separate opinion on these matters.

Our procedures in relation to the impairment of goodwill and intangible assets included:
HMREELBLEERECIEFBE

Engaging our internal valuation specialist to evaluate the appropriateness of the
valuation methodology adopted by management and the discount rate applied
by benchmarking against independent data;
ZRBMOANEEZTBREE SR B TEEEBRANGER
ERFRERAREN

Evaluating the independent external valuer's competence, capabilities and
objectivity;
BB IMDEERNER - 2 H BB

Challenging the reasonableness of key assumptions based on our knowledge of
the business and industry;

RERPHEBERITEORA  UEE R AERERNEEN

Evaluating the historical accuracy and the growth rate of the financial budget
used in the discounted cash flows by comparing the historical budget to actual
results;

BALBBEEE NELRSE - STENRRERENABOIEHE 0F £ 4
ERPTEAZIERE

Testing a selection of data inputs underpinning the cash flow forecasts against
appropriate supporting evidence, such as approved budgets, to assess the
accuracy and reliability;
PARE F IR (FInER S ) A AR @ RETRRMER 2 BARE © 2
LRI R AT

Assessing the sensitivity analysis prepared by management on the significant
assumptions to evaluate the extent of impact on the discounted cash flows; and
AL EEEREABRRIRENGREIN - UABHITRRERBZF
Z2i2E R

Assessing whether the disclosures of impairment assessment in the consolidated
financial statements are sufficient and appropriate.

AHERNF A RROREFEREZL RO LIRE -
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(continued)

Control over Dong-E-E-Jiao Company Limited (KT BR (75 1R 2 &) (“Dong-E-E-Jiao”)

HREFBR G ERA R ([ RFAFR]) 1725

We identified the control over Dong-E-E-Jiao as a key
audit matter due to the significant judgement associated
with the management's assessment of control over Dong-
E-E-Jiao.

AR ER BHRM M BT BRI REX
FIER - SRR T BRI B B A0 I E R RIS AT
ESERE

As disclosed in note 4 to the consolidated financial
statements, the directors of the Company assessed the
Group's practical ability to direct the relevant activities of
Dong-E-E-Jiao unilaterally by considering the Group's
absolute size of holding in Dong-E-E-Jiao and the relative
size of and dispersion of the shareholdings owned by the
other shareholders and the practical right to appoint the
majority members of the board of directors of Dong-E-E-
Jiao.

BNGEMBRRMT4EE - ERRESRES
B B E G B e 4B Y A I LA AR TR
RRBEHRE RS BIRE - UREA R TR BE
ERABOKENERES - ARHE EEEEEE
HEEERMABAER SR ERREES) o

BERRESHRUHEMERERAER - HEEBET
BRERANER  ENEEEAMBRER LK
PR Z BB RS

BMESEAMBREANERL NRERLMES
BT EZEEMEREREATANEELS

A
afg ©

BEBMBEAMBERRNET  RANEER
FIERMES  EUaRT  EREMEEER
HEAMBHREARMERTBETHTHNEB
AEEEREELEUT FEEANERRANE
oo BERBEMERITOHIE  WREMABAEAM
ERFEEA#HRRL  HAFEREXEE -
HETE - R B RS o

Our procedures in relation to the control over Dong-E-E-Jiao included:

R E R BRI 2 B85 -

J Understanding and challenging the basis of the management'’s assessment of
control against the requirements of relevant accounting standards;

o EREEERSEMZ AR EEE T ERINBRIRRABER |

J Assessing on the Group's absolute size of holding with reference to the
percentage of equity interest in Dong-E-E-Jiao owned by the Group, the voting
rights of the Group conferred by the statutory documents of Dong-E-E-Jiao, and
other evidence such as composition of the board of directors, resolutions of the
shareholders’ and board of directors’ meetings of Dong-E-E-Jiao; and

. AR EEERARMMBORER DL - R EEE X REMER
(WRMABEESEN  RRABRNEFEERARZR)ET E5F
HIRERRE - ARTE ERERANRHRE X

. Assessing the relative size of the holding by other shareholders and its extent of
dispersion with reference to the number, percentage of equity interest and
voting rights of the other shareholders.

o EREAMBREAMEFRE  PTERER DL RIERE - AT EMERRD
EERRREN R EABEE

The directors of the Company are responsible for the other information. The
other information comprises the information included in the annual report, but
does not include the consolidated financial statements and our auditor’s report
thereon.

Our opinion on the consolidated financial statements does not cover the other
information and we do not express any form of assurance conclusion thereon.

In connection with our audit of the consolidated financial statements, our
responsibility is to read the other information and, in doing so, consider
whether the other information is materially inconsistent with the consolidated
financial statements or our knowledge obtained in the audit or otherwise
appears to be materially misstated. If, based on the work we have performed,
we conclude that there is a material misstatement of this other information, we
are required to report that fact. We have nothing to report in this regard.

China Resources Pharmaceutical Group Limited Annual Report 2017
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The directors of the Company are responsible for the preparation of the
consolidated financial statements that give a true and fair view in accordance
with HKFRSs issued by the HKICPA and the Hong Kong Companies Ordinance,
and for such internal control as the directors determine is necessary to enable
the preparation of consolidated financial statements that are free from material
misstatement, whether due to fraud or error.

In preparing the consolidated financial statements, the directors are responsible
for assessing the Group's ability to continue as a going concern, disclosing, as
applicable, matters related to going concern and using the going concern basis
of accounting unless the directors either intend to liquidate the Group or to
cease operations, or have no realistic alternative but to do so.

Those charged with governance are responsible for overseeing the Group’s
financial reporting process.

Our objectives are to obtain reasonable assurance about whether the
consolidated financial statements as a whole are free from material
misstatement, whether due to fraud or error, and to issue an auditor’s report
that includes our opinion solely to you, as a body, in accordance with section
405 of the Hong Kong Companies Ordinance, and for no other purpose. We
do not assume responsibility towards or accept liability to any other person for
the contents of this report. Reasonable assurance is a high level of assurance,
but is not a guarantee that an audit conducted in accordance with HKSAs will
always detect a material misstatement when it exists. Misstatements can arise
from fraud or error and are considered material if, individually or in the
aggregate, they could reasonably be expected to influence the economic
decisions of users taken on the basis of these consolidated financial statements.
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(continued)
ERB(EBESED)ETERBED - B As part of an audit in accordance with HKSAs, we exercise professional
BRTHEXEHE RIETHEEESAEE - KM judgment and maintain professional skepticism throughout the audit. We also:
I

BRI MR RN MAF R R M E RS E M
BRREFEEAFERRAVER - ReT K
MITEFZF ARE B L AR - ARER
FREMEENENEE  FARMERH
Hit - AREFFA e RER BE &
BAER - EREL - SORBRABESZ
£ FREEERAMGF M E RN E AR
ARBRIL RO LR =2 O R BE 3 3R R S5 2R 1T § 2K
B E A S AR R RO g o

R R ET AR R RO R ARIE ) - PARRGHEE
MERTEF - BEEMLIE SEENE
EHRNBEREERER

S AR & R RO 1 R A
B RIAAR R A TR -

HEZRAFECE ST ERNRE LS
Hagwm o RBMERNERERRE  BEL
BHFERERIBERNBENERNTHEEN -
femA e By BESBENFELEED
EEERREE - WRRMAB/FEEAT
MEMN  AAUEERHBENREPIRBE
REISHEAMBRERTOMBBEEE - &
FRBNBEETR  RIRFMEEERE
REER - HPINEREEN BB E
HIEPrEUS R ERRE o AT RREIR
HENTEN BEEETRFELE -

HESAVBRRNERIIHROR - A
MAR  BREEE UREAVBHRERE
BRERRZZMEIE o

o Identify and assess the risks of material misstatement of the consolidated
financial statements, whether due to fraud or error, design and perform
audit procedures responsive to those risks, and obtain audit evidence
that is sufficient and appropriate to provide a basis for our opinion. The
risk of not detecting a material misstatement resulting from fraud is
higher than for one resulting from error, as fraud may involve collusion,
forgery, intentional omissions, misrepresentations, or the override of
internal control.

o Obtain an understanding of internal control relevant to the audit in order
to design audit procedures that are appropriate in the circumstances, but
not for the purpose of expressing an opinion on the effectiveness of the
Group's internal control.

o Evaluate the appropriateness of accounting policies used and the
reasonableness of accounting estimates and related disclosures made by
the directors.

o Conclude on the appropriateness of the directors’ use of the going
concern basis of accounting and, based on the audit evidence obtained,
whether a material uncertainty exists related to events or conditions that
may cast significant doubt on the Group’s ability to continue as a going
concern. If we conclude that a material uncertainty exists, we are
required to draw attention in our auditor’s report to the related
disclosures in the consolidated financial statements or, if such disclosures
are inadequate, to modify our opinion. Our conclusions are based on the
audit evidence obtained up to the date of our auditor’s report. However,
future events or conditions may cause the Group to cease to continue as
a going concern.

o Evaluate the overall presentation, structure and content of the
consolidated financial statements, including the disclosures, and whether
the consolidated financial statements represent the underlying
transactions and events in a manner that achieves fair presentation.

China Resources Pharmaceutical Group Limited Annual Report 2017
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(continued)

o Obtain sufficient appropriate audit evidence regarding the financial
information of the entities or business activities within the Group to
express an opinion on the consolidated financial statements. We are
responsible for the direction, supervision and performance of the group
audit. We remain solely responsible for our audit opinion.

We communicate with those charged with governance regarding, among
other matters, the planned scope and timing of the audit and significant audit
findings, including any significant deficiencies in internal control that we
identify during our audit.

We also provide those charged with governance with a statement that we
have complied with relevant ethical requirements regarding independence, and
to communicate with them all relationships and other matters that may
reasonably be thought to bear on our independence, and where applicable,
related safeguards.

From the matters communicated with those charged with governance, we
determine those matters that were of most significance in the audit of the
consolidated financial statements of the current period and are therefore the
key audit matters. We describe these matters in our auditor’s report unless law
or regulation precludes public disclosure about the matter or when, in
extremely rare circumstances, we determine that a matter should not be
communicated in our report because the adverse consequences of doing so
would reasonably be expected to outweigh the public interest benefits of such
communication.

The engagement partner on the audit resulting in the independent auditor’s
report is Fung Hin Chiu.

Deloitte Touche Tohmatsu
Certified Public Accountants
Hong Kong

21 March 2018
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Revenue
Cost of sales

Gross profit

Other income

Other gains and losses

Selling and distribution expenses
Administrative expenses

Other expenses

Share of results of associates
Listing expenses

Finance costs

Profit before tax
Income tax expense

Profit for the year

10

12
13

Other comprehensive income (expense)
Item that may be reclassified to profit or loss:
Share of changes in translation reserve

of associates
Items that will not be reclassified
subsequently to profit or loss:

Exchange differences arising on translation

to presentation currency
Gain on revaluation of propert
equipment upon transfer to

y, plant and
investment

properties, net of income tax

Other comprehensive income (expense)

for the year, net of income tax

Total comprehensive income for the year

Profit for the year attributable to:
Owners of the Company
Non-controlling interests

Total comprehensive income for the year

attributable to:
Owners of the Company
Non-controlling interests

Basic earnings per share

15

China Resources Pharmaceutical Group Limited

BT BT
HK$'000 HK$'000
172,532,204 156,705,203
(144,256,056) (132,596,104)
28,276,148 24,109,099
1,417,493 1,287,789
(32,486) 250,706
(13,868,785) (10,947,479)
(4,247,079) (3,882,186)
(872,789) (956,502)
140,795 48,164
= (70,864)
(2,230,949) (1,796,062)
8,582,348 8,042,665
(1,715,482) (2,074,576)
6,866,866 5,968,089
40,297 (121,984)
4,236,619 (2,772,622)
21,036 172,239
4,297,952 (2,722,367)
11,164,818 3,245,722
3,483,036 2,821,410
3,383,830 3,146,679
6,866,866 5,968,089
6,101,600 1,532,010
5,063,218 1,713,712
11,164,818 3,245,722
BEEHKS0.55 T  BEEHKS$0.57 7T

Annual Report 2017
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NON-CURRENT ASSETS
Property, plant and equipment
Prepaid lease payments
Investment properties
Goodwill

Intangible assets

Interests in associates
Available-for-sale investments
Deferred tax assets

Other non-current assets

CURRENT ASSETS

Inventories

Trade and other receivables
Prepaid lease payments
Available-for-sale investments
Amounts due from related parties
Taxation recoverable

Pledged bank deposits

Bank balances and cash

Assets classified as held for sale

CURRENT LIABILITIES

Trade and other payables
Amounts due to related parties
Taxation payable

Bank borrowings — due within one year
Bonds payable — due within one year

Net current assets

Total assets less current liabilities

B
Notes

16
17
18
19
20
22
23
31
24

25
26
17
23
41

27
27

22

28
41

29
30

BETT
HK$'000

14,737,651
2,673,260
1,413,085

20,544,612
4,740,460
2,200,770

334,472
573,516
337,799

47,555,625

21,406,298
67,127,969
76,300
6,556,642
115,364
40,572
2,566,981
14,161,833

112,051,959
1,146,564
113,198,523

56,495,692
1,247,636
559,549
31,158,736
2,272,782

91,734,395
21,464,128
69,019,753

BT
HK$'000

12,500,077
2,223,555
1,390,245

17,404,821
3,806,670
1,948,742

123,506
448,305
337,180

40,183,101

18,859,121
54,337,396
62,653
3,648,846
244,861
14,600
2,674,739
13,960,197

93,802,413

93,802,413

50,960,961
171,673
525,333

13,737,020

5,589,650

70,984,637
22,817,776
63,000,877
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P 3 BT T BT
Notes HK$’000 HK$'000
FREBAE NON-CURRENT LIABILITIES
EERIERE Deferred tax liabilities 31 964,443 938,447
RITER — RN —F1&EH] Bank borrowings — due after one year 29 1,051,052 2,025,493
JERIESR — R —F12 35 Bonds payable — due after one year 30 2,392,600 4,359,269
HIEREaiE Other non-current liabilities 32 1,474,488 1,375,814
5,882,583 8,699,023
EEFE NET ASSETS 63,137,170 54,301,854
EXRHE CAPITAL AND RESERVES
&< Share capital 33 27,241,289 27,241,289
B Reserves 14,628,510 10,379,056
AABIHAE AELEDR Equity attributable to owners of the Company 41,869,799 37,620,345
IR R A Non-controlling interests 34 21,267,371 16,681,509
R TOTAL EQUITY 63,137,170 54,301,854

FI7TEE 0 EMNGAMBRREN_ZZE—/\F  The consolidated financial statements on pages 97 to 250 were approved and
At BREFSHRREENE - WAL authorised for issue by the Board of Directors on 21 March 2018 and are

TALTRERZEE signed on its behalf by:
T &3 WANG CHUNCHENG ZE & LI GUOHUI
# % DIRECTOR &% DIRECTOR

China Resources Pharmaceutical Group Limited Annual Report 2017
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Consolldated Statement of Changes in Equity

HE_Z—+F+-A=+—HLIFE Fortheyear ended 31 December 2017

ADFRE AR
Attributable to owners of the Company
iEE nE :
BHER Gl i BiRE EifR REBEA i FERER
Statutory Property Non-
surplus Merger revaluation Translation Retained controlling
reserve reserve reserve reserve earmings interests
AT BT AR AETTL BT AR RETT BT BT AR
HK$'000 HK$"000 HKS000 HK§'000 HK$'000 HK$'000 HKS'000 HK$'000 HK$'000 HK$ 000
(Fita) (Hztb) (Hxo)
(Note g) (Note ) (Note)
RZE-NE-A-BHEE  Bdanceat 1 January 2016 12473920 3012,77) 111829 (513534) 2046 (178,368) 13619119 25023 17343330 39,845,565
ERgH Rt o ey - - - - - SR 2RO 3D SO0
BEECHEIEE Exchange differences aiing on transation - - - - - (1,339,65) - (1,339,659) (14329%7) 2712620)
B R"I[Efﬁﬁﬁ’]ﬁiﬂ Shareof changes n translaion resene of
as0ciates - - - - - (121984) - (121.984) - (121.984)
1% BERREEEE  Revluation gain on property, plantand
FENEENERNE equipment upon tranfer tonvestment
TREER propertes, net o income tax - - - - 139 - - 39 - 17239
FREBZENA(RR) Other comprehensiveincome (expenses)
forheyear - - - - mas (14169 N Yico NV 1 MY 7K
ERERRRENA B EE Profitand totd comprehensive income
feperse)for e e - - - - mB 8N 2840 S0 R 3T
WERBRR ) Acquition of subsicarie (Note 35) - - - - - - - - 108792 10879
YEHBATRNER Acquiston of aional inerestin
(FfzEd) subsilaries (Note o - (1,181,269 - - - - - (1,181,269 431,649 (1612918
HjEBﬁE (it 36) Dsposd ofsubscares (\ote 36 - - - - - - - - (523%) (523%9)
LENBAA(ABA Disposal o subsidaries dassifed
FRBEERE) 37)  asheldforsdlein prevous year Note 37) - - - - - - - - (291,85) (291285)
BEEAR(IH3) Ordinary shresssued (ote 33 15,061,246 - - - - - - 1506146 - 1506126
SRIMTERRETH Transaction costs atibutabe o sue of
oA ) new orgnary shares Note 33) (19387) - - - - - - (193877 - (293877)
WEARRRRERS Dividends to non-contrling shareholders - - - - - - - - (1,708993) (1,708993)
: Appropriaion - - 30486 - - - (30486) - - -
RZE-AE+ZA=t-R  Bdanceat 31 December 2016
figh 27241289 (4,194,046) 142315 (513534 174285 (1,640,007) 16,410,043 37620345 16,681,509 54,301,854
ERER Profitfor the year - - - - - - 3,483,036 3,483,036 3383830 6,866,366
REELMELZE Fichange differencesarisng on tenslation - - - - - 2589636 = 2589636 1,646,983 4236619
PEBELTELRENEY  Shareof changes in tantion esenve of
as0ciates - - - - - 189 - 7892 32405 40297
BETRENEEEMRNE . Revduation gain on property, plantand
BRERENIE B equipmentupon ransfer o investment
fifcih propertis, net o income tax - - - - 203 - - 21,03 - 2103
EREHZERA Other comprehensive income for the year - - - - 21,036 259758 o 2618564 1,679,388 4297952
EREHRRENALE  Profitand totd comprehensiveincome
forthe year - - - - 21,03 2507528 3483036 6,101,600 5063218 11164818
WM AR (i 3s) Acquiston of subsicaries (Note 35) - - - - - - - - 0313 3
WEMBATENER (k) Acquisiion o adetonal nterestin
subsilaries (Note o) - (675,501) - - - - - (675,501) (208,860) (884,361)
BERE-FHBATES  Deemed disposal o inerest n a subsidary
(Hite) (Notee) - 57309 - - - - - 57309 17621 09930
FERERTE Capital contrbuton fom non-<ontroling
shareholders - - - - - - - - 40250 40250
BRENELRE i 140)  Dhidends recognied as ditbution
(ote 14qi) - - = = = = (565,606) (565,606) = (565,606)
BREARE W) Speceldidend pad (Note 140) = = - - - (668348) (668.346) R (668348)
AFERRREERE Dividends to non-controling shareholders - - - - - - - - (904,4%9) (904,499)
B Appropriaton - - 8,568 s = o (8568) s = =
RWE—tFFZA=T—RE) Balnceat 31 Decemoer 2017
£ 2,201.289 (4812.238) 150,883 (513,534) 195321 957,521 18,650,557 41,869,799 2126131 63,137,170

100 2017 FFHR  ERBEEEERDOA
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Capital reserve mainly represents (1) the difference between the amounts by
which the non-controlling interests are adjusted and the fair value of the
consideration paid to acquire the additional interest in subsidiaries and (2) a
shareholder’s contribution of HK$302,758,000 resulted from the combination of
China Resources Pharmaceutical Retail Group and it subsidiaries in 2015.

Merger reserve represents the amount of issued capital and premium of the
entities acquired under group reorganisations completed on 4 January 2016.

Property revaluation reserve represents the gain on revaluation of the property,
plant and equipment upon transfer to investment properties.

During the year ended 31 December 2017, the Group acquired additional interest
of 1.99% (2016: 4.66%) in Dong-E-E-Jiao Company Limited in the secondary
market.

During the year ended 31 December 2017, China Resources Sanjiu Medical &
Pharmaceutical Company Limited (Z£ 8 = 1 8 %5 % 17 B R 23 A]) (“CR Sanjiu
Pharmaceutical”), a non-wholly owned subsidiary of the Company, and Sunstone
China Limited (X [5-AF 5 R 2 7]) (“Sunstone China”), an independent third
party, jointly established a joint venture in the PRC, known as Sanjiu Sanofi
(Shenzhen) Health Industry Co., Ltd (Z N BFEFF(RINEREXBR A 7))
(“Sanofi”), in which CR Sanjiu Pharmaceutical and Sunstone China injected its
100% equity interest of China Resources Sanjiu (Bejjing) Pharmaceutical Co., Ltd
(EH=N(ILR)EEER A F]) (“CR Sanjiu (Bejjing)”) and Sunstone (Tangshan
Pharmaceutical Company Limited (X 5 £ (J& 1) % 3 A [R 2 7]) as registered
capital of Sanofi. Upon the completion of the capital contribution into Sanofi, CR
Sanjiu Pharmaceutical indirectly holds 70% equity interest in Sanofi and the
Group’s effective equity interest in Sanofi is 44.51% as at 31 December 2017. At
the same time, the Group's effective equity interest in CR Sanjiu (Beijing) was
decreased from 63.60% to 44.51% which resulting a decrease in capital reserve
by approximately HK$57,309,000.

China Resources Pharmaceutical Group Limited Annual Report 2017
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Operating activities
Profit before tax
Adjustments for:
Finance costs
Share of results of associates
Interest income
Dividend income
Investment income on available-for-sale investments
Loss on disposal of property, plant and equipment
Gain on disposal of intangible assets
Gain on disposal of subsidiaries classified
as held for sale
Gain on disposal of available-for-sale investments
Gain on disposal of associates
Gain on disposal of prepaid lease payments
Gain on disposal of subsidiaries
Impairment loss recognised on property,
plant and equipment
Impairment loss recognised on intangible assets
Impairment loss recognised on trade receivables, net

Impairment loss recognised on other receivables, net

Impairment loss recognised on goodwill

Impairment loss recognised on available-for-sale
investments

Allowance for slow-moving and obsolete inventories

Depreciation of property, plant and equipment

Amortisation of intangible assets

Amortisation of prepaid lease payments

Gain on change in fair value of investment properties

Government grants

Operating cash flows before movements in

working capital
Increase in inventories
Increase in trade and other receivables
Increase (decrease) in amounts due to associates
Increase in amounts due from associates
Decrease (increase) in amounts due from

fellow subsidiaries
Decrease in other non-current assets
Increase in trade and other payables
(Decrease) increase in amounts due to fellow subsidiaries
Increase in other non-current assets
(Decrease) increase in other non-current liabilities
Increase in amounts due to non-controlling interests
Decrease in amounts due to companies held

by non-controlling interests

Cash generated from operations
Income tax paid

Net cash from operating activities

i3
Notes

37

36

BT
HK$'000

8,582,348

2,230,949
(140,795)
(253,959)

(6,618)
(154,070)
7,540
(10,746)

(7,70;)
@
(1321

14,094

66,507
12,486
59,244

10,919
36,564
1,262,790
226,615
76,300
(57,772)
(105,503)

11,847,868
(746,254)
(4,514,253)
7,340
(2,641)

85,437

106,789
(2,761)

(23,363)

(27,642)

(3,934)

6,726,586
(1,869,048)

4,857,538

BB
HK$'000

8,042,665

1,796,062
(48,164)
(264,949)
(3,903)
(38,075)
18,206
(527)

(49,289)
(5,841)
(31,737)

(74,174)

11,019
3,231

80,177
34,895

4,310
44,423
1,010,051
201,760
62,653
(218,260)
(117,478)

10,457,056
(4,506,517)
(8,736,521)

(530)

(132,819)
1,621
9,186,851
2,498

28,146
401

(1,269)

6,298,917
(2,179,270)

4,119,647
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Investing activities

For the year ended 31 December 2017

i
Notes

Purchases of available-for-sale investments
Payment of consideration for acquisition of

subsidiaries in prior years

Purchases of property, plant and equipment

Acquisition of subsidiaries

35

Deposits for property, plant and equipment

Purchases of intangible assets
Deposits for prepaid lease payments

Repayment from (advances to) fellow subsidiaries

Purchases of prepaid lease payments
Purchases of investment properties

Proceeds from disposal of available-for-sale investments
Decrease (increase) in pledged bank deposits
Decrease in amounts due from non-controlling

shareholders

Decrease in amounts due from companies
controlled by non-controlling interests
Investment income on available-for-sale

investments received
Interest received

Proceeds from disposal of property, plant and equipment

Proceeds from disposal of associates

Proceeds from disposal of prepaid lease payments

Receipt of government grants

Receipt of consideration for disposal of

subsidiaries in prior year

Proceeds from disposal of investment properties

Dividend received
Dividend received from associate
Disposal of subsidiaries

36

Proceeds from disposal of intangible assets

Deposits for intangible assets

Proceeds from disposal of subsidiaries classified

as held for sale

37

Payment of consideration for acquisition of

associates in prior years
Investment in associates
Repayment from to associates

Net cash used in investing activities

China Resources Pharmaceutical Group Limited

BT
HK$'000

(7,150,422)

(434,222)
(1,566,712)
(2,205,196)

9,528
(206,141)
46,093
61,503
(232,778)

3,256,646
283,037

54
44

154,070
253,959
67,775
46
13,990
94,366

6,618
4,861

27,622
(7,404)

(945,049)
(43,855)

(8,511,567)

BB
HK$'000

(15,513,005)

(315,124)
(1,718 434)
(2,380,820)

106,522

(121,273)

54,191
(16,054)
(141,227)
(1,382)
18,267,800
(585,638)

640

38,075
264,949
195,748

71,247

38,476
135,002

19,020
1,495
3,903
4,757

464,951

19,745

43,678

(488,204)

(404,99%)
2,898

(1,953,060)

Annual Report 2017
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i3 BETT BETT
Notes HK$'000 HK$'000
MEED Financing activities
RITIEREUR Proceeds from bank borrowings 60,079,512 30,677,481
B AR A AR Advances from an intermediate holding company 2,262,740 -
R T E Capital contribution from non-controlling interests 40,250 -
BEEBTER Repayment of bank borrowings (46,319,111) (42,284,110)
BEAAES Repayment of corporate bonds (5,770,350) (2,923,625)
EBE-XKPRERAARR Repayment of advances from an intermediate
holding company (2,262,740) -
BIHE Interests paid (2,115,904) (1,704,876)
B IR E SRR Dividends paid to non-controlling interests (669,211) (2,158,987)
HUERBAREIMUESANRE Payment of consideration for acquisition of
additional interests in subsidiaries (884,361) (1,612,918
ERERIRE Special dividend paid (668,348) -
BERRE Dividends paid (565,606) -
TR FTISRE Proceeds from issue of new shares - 15,061,246
BRI RS Expenses on issue new shares - (293,877)
BITAREHEHIE Proceeds from issuances of corporate bonds - 5,263,007
BERTRZENBAR Repayment to fellow subsidiaries - (648,799)
BEEHME (R REEE Net cash from (used in) financing activities 3,126,871 (625,458)
BeRBLZEY (D) LINFE Net (decrease) increase in cash and cash equivalents (527,158) 1,541,129
R—A—BHREKRLFED Cash and cash equivalents at 1 January 13,972,252 13,214,946
ANERE R ey a & Effect of foreign exchange rate changes 729,640 (783,823)
R+ZA=+—BHBELRHELSEEY  Cashand cash equivalents at 31 December 14,174,734 13,972,252
AP Represented by:
REBNAS Bank balances and cash 14,161,833 13,960,197
=B AW EE R B HIE BN Restricted time deposits with maturity less than
three months 27 12,901 12,055
14,174,734 13,972,252

20176 F EHBREEEERAR
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For the year ended 31 December 2017

The Company is a public limited company incorporated in Hong Kong
and its shares are listed on the Stock Exchange of Hong Kong Limited
with effect from 28 October 2016. Its immediate holding company is
CRH (Pharmaceutical) Limited (“CRHP"), a company incorporated in the
British Virgin Islands (“BVI”) and its ultimate holding company is China
Resources Company Limited (“CRCL") (formerly known as China
Resources National Corporation), a state-owned enterprise established in
the People’s Republic of China (the “PRC").

The address of the registered office of the Company is 41/F, China
Resources Building, 26 Harbour Road, Wanchai, Hong Kong. The
principal place of business of the Company is Room 4104-05, 41/F,
China Resources Building, 26 Harbour Road, Wanchai, Hong Kong.

The Company acts as an investment holding company. The principal
activities of its principal subsidiaries and associates are set out in notes 21
and 22, respectively.

The functional currency of the Company is Renminbi ("RMB”). The
consolidated financial statements are presented in Hong Kong dollars
("HK$"), as most of the users of the consolidated financial statements
are located in Hong Kong. Therefore, the directors of the Company
consider that HK$ is preferable in presenting the operating results and
financial position of the Group, which is more beneficial to the users of
the consolidated financial statements.

China Resources Pharmaceutical Group Limited Annual Report 2017
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For the year ended 31 December 2017

The Group has applied the following amendments to HKFRSs issued by
the Hong Kong Institute of Certified Public Accountants (“HKICPA") for
the first time in the current year:

Amendments to HKAS 7 Disclosure Initiative

Amendments to HKAS 12 Recognition of Deferred Tax Assets
for Unrealised Losses

Amendments to HKFRS 12 As part of the Annual Improvements
to HKFRSs 2014-2016 Cycle

Except as described below, the application of the amendments to
HKFRSs in the current year has had no material impact on the Group’s
financial performance and positions for the current and prior years and/
or on the disclosures set out in these consolidated financial statements.

Amendments to HKAS 7 Disclosure Initiative

The Group has applied these amendments for the first time in the
current year. The amendments require an entity to provide disclosures
that enable users of financial statements to evaluate changes in liabilities
arising from financing activities, including both cash and non-cash
changes. In addition, the amendments also require disclosures on
changes in financial assets if cash flows from those financial assets were,
or future cash flows will be, included in cash flows from financing
activities.

Specifically, the amendments require the following to be disclosed: (i)
changes from financing cash flows; (i) changes arising from obtaining or
losing control of subsidiaries or other businesses; (iii) the effect of
changes in foreign exchange rates; (iv) changes in fair values; and (v)
other changes.

A reconciliation between the opening and closing balances of these
items is provided in note 42. Consistent with the transition provisions of
the amendments, the Group has not disclosed comparative information
for the prior year. Apart from the additional disclosure in note 42, the
application of these amendments has had no impact on the Group’s
consolidated financial statements.



HEZZ—tF+-A=+—HILFE Forthe year ended 31 December 2017

(&

(continued)

NEBWEREDER T CEMGE N KE The Group has not early applied the following new and revised HKFRSs

MHFT ] MEER] 2 B AW B ME R -

that have been issued but are not yet effective:

BB BREED SRIA HKFRS 9 Financial Instruments'’
F%

BB EREER RERFA MR HKFRS 15 Revenue from Contracts with Customers
F155 BEEE] and the related Amendments'

BB BRELER g2 HKFRS 16 Leases?
£165

BAEY RS ER RERE 494 HKFRS 17 Insurance Contracts*

175

5% (AR sHRE HhEEZ B R FARAE HK(IFRIC)-Int 22 Foreign Currency Transactions
REZEY) and Advance Consideration’
—REE2T

R (ERHBRE FrETRE L HK(IFRIC)-Int 23 Uncertainty over Income
REZEY) THEE 2 Tax Treatments?

—REE 2T

BB BREED PABR AR BT TR Amendments to HKFRS 2 Classification and Measurement of
E 2% (BAIA) RHENDERAE Share-based Payment Transactions'

ERMBRE R REBBUMBRE Amendments to HKFRS 4 Applying HKFRS 9 Financial Instruments
F45K (BETAR) BB FABRR with HKFRS 4 Insurance Contracts’

ARE—GHER
BB ISR
FORSRMIA"

BREMSHREER BEHEHERN Amendments to HKFRS 9 Prepayment Features with Negative
E95E (BFTAK) TRATE 2 Compensation?

BRI BREER BEHHERE Amendments to HKFRS 10 Sale or Contribution of Assets between
F10RRABGEH A EREZEN and HKAS 28 an Investor and its Associate or Joint
2RI 28 5% (BRI AN) BEREHTA’ Venture3

BB GER REELRIRAE Amendments to HKAS 28 Long-term Interests in Associates and
£ 285 (BRI ) TENRBER? Joint Ventures?

BEGRE] REMEER Amendments to HKAS 40 Transfers of Investment Property’
£405 (BT AK)

BEEs el fER20145E 20165 Amendments to HKAS 28 As part of the Annual Improvements
F285 (B71F) BEBEBHBHRSE to HKFRSs 2014-2016 Cycle!

B2 FELEL
—H5H
BEBRBIRELE 2015 EE 2017 ERH Amendments to HKFRSs Annual Improvements to HKFRSs
(1B3TK) BRI BREED 2015-2017 Cycle?
LB

' @?7 i;(/ \F—A— AR EARNFE ! Effective for annual periods beginning on or after 1 January 2018.
FARIERK ©

? @?7 z;{ﬂ F-A—BRZEHIBAIFRE 2 Effective for annual periods beginning on or after 1 January 2019.
FARIERK ©

’ /752 #j( TFETH A3 1% G849 R 3 Effective for annual periods beginning on or after a date to be determined.

)/(‘ o
! RE-F-—F—A—ARZRARHFE 4 Effective for annual periods beginning on or after 1 January 2021.

B -

China Resources Pharmaceutical Group Limited

Annual Report 2017
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For the year ended 31 December 2017

(continued)

(continued)

Except for the new and amendments to HKFRSs and Interpretations
mentioned below, the directors of the Company anticipate that the
application of all other new and amendments to HKFRSs and
Interpretations will have no material impact on consolidated financial
statements in the foreseeable future.

The amendments clarify that a transfer to, or from, investment property
necessitates an assessment of whether a property meets, or has ceased
to meet, the definition of investment property, supported by observable
evidence that a change in use has occurred. The amendments further
clarify that situations other than the ones listed in HKAS 40 may evidence
a change in use, and that a change in use is possible for properties under
construction. For example, change in use for transfer from properties
under development for sale in the ordinary course of business to
investment properties could be evidenced by inception of an operating
lease to another party. Currently, the Group accounts for such transfer
only upon commencement of an operating lease.

The directors of the Company anticipate that the application of these
amendments will result in early recognition of such transfers on the
Group's consolidated financial statements in future periods should there
be a change in use of any of its properties.
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For the year ended 31 December 2017

(continued)

(continued)

HKFRS 9 introduces new requirements for the classification and
measurement of financial assets, financial liabilities, general hedge
accounting and impairment requirements for financial assets.

Key requirements of HKFRS 9 which are relevant to the Group are:

o all recognised financial assets that are within the scope of HKFRS 9
are required to be subsequently measured at amortised cost or fair
value. Specifically, debt investments that are held within a business
model whose objective is to collect the contractual cash flows, and
that have contractual cash flows that are solely payments of
principal and interest on the principal outstanding are generally
measured at amortised cost at the end of subsequent accounting
periods. Debt instruments that are held within a business model
whose objective is achieved both by collecting contractual cash
flows and selling financial assets, and that have contractual terms
that give rise on specified dates to cash flows that are solely
payments of principal and interest on the principal amount
outstanding, are generally measured at fair value through other
comprehensive income (“FVTOCI"). All other financial assets are
measured at their fair value at subsequent accounting periods. In
addition, under HKFRS 9, entities may make an irrevocable election
to present subsequent changes in the fair value of an equity
investment (that is not held for trading) in other comprehensive
income, with only dividend income generally recognised in profit
or |oss.

. in relation to the impairment of financial assets, HKFRS 9 requires
an expected credit loss model, as opposed to an incurred credit
loss model under HKAS 39. The expected credit loss model
requires an entity to account for expected credit losses and
changes in those expected credit losses at each reporting date to
reflect changes in credit risk since initial recognition. In other
words, it is no longer necessary for a credit event to have occurred
before credit losses are recognised.

China Resources Pharmaceutical Group Limited Annual Report 2017
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For the year ended 31 December 2017

(continued)

(continued)

(continued)
Based on the Group’s financial instruments and risk management
policies as at 31 December 2017, the directors of the Company
anticipate the following potential impact on initial application of HKFRS
9:

Classification and measurement:

o Certain of trade receivables and bills receivable carried at
amortised cost as disclosed in note 26 to the consolidated financial
statements are held within a business model whose objective is to
collect the contractual cash flows that are solely payments of
principal and interest on the principal outstanding. Accordingly,
these financial assets will continue to be subsequently measured
at amortised cost upon the application of HKFRS 9;

o Certain of the trade receivables and bills receivable carried at
amortised cost as disclosed in note 26 to the consolidated financial
statements are held within a business model whose objective is
achieved both by collecting contractual cash flows and selling the
trade receivables and bills receivable and whose cash flows are
solely payments of principal and interest on the principal
outstanding. Accordingly, these trade receivables and bills
receivable will be subsequently measured at FVTOCI upon the
application of HKFRS 9. Any gains and losses accumulated in other
comprehensive income will be reclassified upon derecognition of
these receivables. Fair value gains or losses representing the
difference between the amortised cost and fair value will be
adjusted to other comprehensive income as at 1 January 2018;

o Equity securities classified as available-for-sale investments carried
at cost less impairment as disclosed in note 23 to the consolidated
financial statements: these securities qualified for designation as
measured at FVTOCI under HKFRS 9, however, the Group plans
not to elect the option for designating these securities to be
measured at FVTOCI and will measure these securities at fair value
with subsequent fair value gains or losses to be recognised in
profit or loss;
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For the year ended 31 December 2017

(continued)

(continued)

(continued)

o The contractual cash flows of other available-for-sale investments
are not solely payments of principal and interest on principal
outstanding and therefore they will be measured at fair value with
subsequent changes recognised in profit or loss upon application
of HKFRS 9. The related investment revaluations reserve as at 1
January 2018 is to be transferred to retained earnings; and

o All other financial assets and financial liabilities will continue to be
measured on the same bases as are currently measured under
HKAS 39.

Impairment

In general, the directors of the Company anticipate that the application
of the expected credit loss model of HKFRS 9 will result in earlier
provision of credit losses which are not yet incurred in relation to the
Group's financial assets measured at amortised costs and other items
that subject to the impairment provisions upon application of HKFRS 9
by the Group.

Based on the assessment by the directors of the Company, if the
expected credit loss model were to be applied by the Group, the
accumulated amount of impairment loss to be recognised by Group as
at 1 January 2018 would be increased as compared to the accumulated
amount recognised under HKAS 39 mainly attributable to expected
credit losses provision on trade receivables and amounts due from
related parties. Such further impairment recognised under expected
credit loss model would reduce the opening retained profits and increase
the deferred tax assets at 1 January 2018.

China Resources Pharmaceutical Group Limited Annual Report 2017
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For the year ended 31 December 2017

(continued)

(continued)

HKFRS 15 was issued which establishes a single comprehensive model
for entities to use in accounting for revenue arising from contracts with
customers. HKFRS 15 will supersede the current revenue recognition
guidance including HKAS 18 Revenue, HKAS 11 Construction Contracts
and the related Interpretations when it becomes effective.

The core principle of HKFRS 15 is that an entity should recognise revenue
to depict the transfer of promised goods or services to customers in an
amount that reflects the consideration to which the entity expects to be
entitled in exchange for those goods or services. Specifically, the
Standard introduces a 5-step approach to revenue recognition:

o Step 1: Identify the contract(s) with a customer

o Step 2: Identify the performance obligations in the contract

o Step 3: Determine the transaction price

o Step 4: Allocate the transaction price to the performance
obligations in the contract

o Step 5: Recognise revenue when (or as) the entity satisfies a

performance obligation

Under HKFRS 15, an entity recognises revenue when (or as) a
performance obligation is satisfied, i.e. when ‘control’ of the goods or
services underlying the particular performance obligation is transferred to
the customer. Far more prescriptive guidance has been added in HKFRS
15 to deal with specific scenarios. Furthermore, extensive disclosures are
required by HKFRS 15.

In 2016, the HKICPA issued Clarifications to HKFRS 15 in relation to the
identification of performance obligations, principal versus agent
considerations, as well as licensing application guidance.

The directors of the Company anticipate that the application of HKFRS
15 in the future may result in more disclosures, however, the directors of
the Company do not anticipate that the application of HKFRS 15 will
have a material impact on the timing and amounts of revenue
recognized in the respective reporting periods.



B AFTA=THILFE

(&

(%)

HEREWBHRELENE16RIIA—EGFAR
AR RIEE B R AFATE AR
SRR - EFAMBRELNF 1694
M ERRARRITEAGERIE 7R
HENMEENRE -

ERUBRELENBE 16T UBREERD
mEPEHRRIBEERREA N BEE -
BRESMEEMEEEEEEN  BAEA
BITREN L KEHERBREHEHENRER
DEERBE  YhE-BRARK > ZE8
ABREABARRBBHEERREER
HERIE -

EREEENTRRAGE  LBER AR
AR RFTITEMREBETE  YHEE
BETMEHFEMELRE BEAE
TEAEMRCGEE B M) WREV S HE
Re Bk HEARESPBRE)ENER
HENFARBEBTNZEMAE - 3
REeERENAMS  AEBERKKARS
REAETH RO BEAREMEZEEL
RTEATANEEN K27 AIRERERE -
MmEMEERENHUN 2N AELERDR
E-EREAMBHRSENEI6HE - K
SEeMEEEAERENHENROES
A RFEED - D RIARE REE

ReRnE25 -

RIBBEAGFENE 7R - AEBEERE
HARBEHEZHRHEE L1 2 FREHE
EXE - AEBECHRUERASEENIAH
REHEAG KABBMBRSERE
6 AIRE SR EEEL D RELBAY
B HOBERTIAEEBHERTEER 2
EREERIAREEREENR—IAH
NE5 -

For the year ended 31 December 2017

(continued)

(continued)

HKFRS 16 introduces a comprehensive model for the identification of
lease arrangements and accounting treatments for both lessors and
lessees. HKFRS 16 will supersede HKAS 17 Leases and the related
interpretations when it becomes effective.

HKFRS 16 distinguishes lease and service contracts on the basis of
whether an identified asset is controlled by a customer. Distinctions of
operating leases and finance leases are removed for lessee accounting,
and is replaced by a model where a right-of-use asset and a
corresponding liability have to be recognised for all leases by lessees,
except for short-term leases and leases of low value assets.

The right-of-use asset is initially measured at cost and subsequently
measured at cost less accumulated depreciation and impairment losses,
adjusted for any remeasurement of the lease liability. The lease liability is
initially measured at the present value of the lease payments that are not
paid at that date. Subsequently, the lease liability is adjusted for interest
and lease payments, as well as the impact of lease modifications,
amongst others. For the dlassification of cash flows, the Group currently
presents upfront prepaid lease payments as investing cash flows in
relation to leasehold lands for owned use and those classified as
investment properties while other operating lease payments are
presented as operating cash flows. Upon application of HKFRS 16, lease
payments in relation to lease liability will be allocated into a principal and
an interest portion which will be presented as financing and financing/
operating cash flows, respectively, by the Group.

Under HKAS 17, the Group has already recognised an asset and a
related finance lease liability for finance lease arrangement and prepaid
lease payments for leasehold lands where the Group is a lessee. The
application of HKFRS 16 may result in potential changes in classification
of these assets depending on whether the Group presents right-of-use
assets separately or within the same line item at which the corresponding
underlying assets would be presented if they were owned.

China Resources Pharmaceutical Group Limited Annual Report 2017
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For the year ended 31 December 2017

(continued)

(continued)

(continued)
In contrast to lessee accounting, HKFRS 16 substantially carries forward
the lessor accounting requirements in HKAS 17, and continues to require
a lessor to classify a lease either as an operating lease or a finance lease.

Furthermore, extensive disclosures are required by HKFRS 16.

As at 31 December 2017, the Group has non-cancellable operating lease
commitments of HK$1,008,609,000 as disclosed in note 39. A
preliminary assessment indicates that these arrangements will meet the
definition of a lease. Upon application of HKFRS 16, the Group will
recognise a right-of-use asset and a corresponding liability in respect of
all these leases unless they qualify for low value or short-term leases.

In addition, the Group currently considers refundable rental deposits paid
of HK$130,743,000 and refundable rental deposits received of
HK$10,052,000 as rights and obligations under leases to which HKAS
17 applies. Based on the definition of lease payments under HKFRS 16,
such deposits are not payments relating to the right to use the underlying
assets, accordingly, the carrying amounts of such deposits may be
adjusted to amortised cost and such adjustments are considered as
additional lease payments. Adjustments to refundable rental deposits
paid would be included in the carrying amount of right-of-use assets.
Adjustments to refundable rental deposits received would be considered
as advance lease payments.

Furthermore, the application of new requirements may result in changes
in measurement, presentation and disclosure as indicated above.
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For the year ended 31 December 2017

The consolidated financial statements have been prepared in accordance
with HKFRSs issued by the HKICPA. In addition, the consolidated
financial statements include applicable disclosures required by the Rules
Governing the Listing of Securities on The Stock Exchange of Hong Kong
Limited (“Listing Rules”) and by the Hong Kong Companies Ordinance
("Ccon).

The consolidated financial statements have been prepared on the
historical cost basis except for investment properties and certain financial
instruments that are measured at fair values at the end of each reporting
period, as explained in the accounting policies set out below.

Historical cost is generally based on the fair value of the consideration
given in exchange for goods and services.

Fair value is the price that would be received to sell an asset or paid to
transfer a liability in an orderly transaction between market participants
at the measurement date, regardless of whether that price is directly
observable or estimated using another valuation technique. In estimating
the fair value of an asset or a liability, the Group takes into account the
characteristics of the asset or liability if market participants would take
those characteristics into account when pricing the asset or liability at the
measurement date. Fair value for measurement and/or disclosure
purposes in these consolidated financial statements is determined on
such a basis, except for leasing transactions that are within the scope of
HKAS 17 Leases, and measurements that have some similarities to fair
value but are not fair value, such as net realisable value in HKAS 2
Inventories or value in use in HKAS 36 Impairment of Assets.

A fair value measurement of a non-financial asset takes into account a
market participant’s ability to generate economic benefits by using the
asset in its highest and best use or by selling it to another market
participant that would use the asset in its highest and best use.

For financial instruments and investment properties which are transferred
at fair value and a valuation technique that unobservable inputs is to be
used to measure fair value in subsequent periods, the valuation
technique is calibrated so that the results of the valuation technique
equals the transaction price.

China Resources Pharmaceutical Group Limited Annual Report 2017
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(continued)

In addition, for financial reporting purposes, fair value measurements are
categorised into Level 1, 2 or 3 based on the degree to which the inputs
to the fair value measurements are observable and the significance of
the inputs to the fair value measurement in its entirety, which are
described as follows:

o Level 1 inputs are quoted prices (unadjusted) in active markets for
identical assets or liabilities that the entity can access at the
measurement date;

o Level 2 inputs are inputs, other than quoted prices included within
Level 1, that are observable for the asset or liability, either directly

or indirectly; and

o Level 3 inputs are unobservable inputs for the asset or liability.

The principal accounting policies are set out below.

The consolidated financial statements incorporate the financial
statements of the Company and entities controlled by the Company and
its subsidiaries. Control is achieved when the Company:

o has power over the investee;

o is exposed, or has rights, to variable returns from its involvement
with the investee; and

o has the ability to use its power to affect its returns.
The Group reassesses whether or not it controls an investee if facts and

circumstances indicate that there are changes to one or more of the
three elements of control listed above.
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For the year ended 31 December 2017

(continued)

(continued)
When the Group has less than a majority of the voting rights of an
investee, it has power over the investee when the voting rights are
sufficient to give it the practical ability to direct the relevant activities of
the investee unilaterally. The Group considers all relevant facts and
circumstances in assessing whether or not the Group’s voting rights in
an investee are sufficient to give it power, including:

o the size of the Group’s holding of voting rights relative to the size
and dispersion of holdings of the other vote holders;

o potential voting rights held by the Group, other vote holders or
other parties;

o rights arising from other contractual arrangements; and

o any additional facts and circumstances that indicate that the
Group has, or does not have, the current ability to direct the
relevant activities at the time that decisions need to be made,
including voting patterns at previous shareholders’” meetings.

Consolidation of a subsidiary begins when the Group obtains control
over the subsidiary and ceases when the Group loses control of the
subsidiary. Specifically, income and expenses of a subsidiary acquired or
disposed of during the year are included in the consolidated statement
of profit or loss and other comprehensive income from the date the
Group gains control until the date when the Group ceases to control the
subsidiary.

Profit or loss and each item of other comprehensive income are
attributed to the owners of the Company and to the non-controlling
interests. Total comprehensive income of subsidiaries is attributed to the
owners of the Company and to the non-controlling interests even if this
results in the non-controlling interests having a deficit balance.

When necessary, adjustments are made to the financial statements of
subsidiaries to bring their accounting policies in line with the Group's
accounting policies.

All intragroup assets and liabilities, equity, income, expenses and cash

flows relating to transactions between members of the Group are
eliminated in full on consolidation.

China Resources Pharmaceutical Group Limited Annual Report 2017
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For the year ended 31 December 2017

(continued)

(continued)

Changes in the Group’s ownership interests in existing subsidiaries
Changes in the Group’s ownership interests in existing subsidiaries that
do not result in the Group losing control over the subsidiaries are
accounted for as equity transactions. The carrying amounts of the
Group's relevant components of equity and the non-controlling interests
are adjusted to reflect the changes in their relative interests in the
subsidiaries, including re-attribution of relevant reserves between the
Group and the non-controlling interests according to the Group’s and
the non-controlling interests’ proportionate interests.

Any difference between the amount by which the non-controlling
interests are adjusted, and the fair value of the consideration paid or
received is recognised directly in equity and attributed to owners of the
Company.

When the Group loses control of a subsidiary, the assets and liabilities of
the subsidiary and non-controlling interests are derecognised. A gain or
loss is recognised in profit or loss and is calculated as the difference
between (i) the aggregate of the fair value of the consideration received
and the fair value of any retained interest and (ji) the previous carrying
amount of the assets (including goodwill), and liabilities of the subsidiary
attributable to the owners of the Company. All amounts previously
recognised in other comprehensive income in relation to that subsidiary
are accounted for as if the Group had directly disposed of the related
assets or liabilities of the subsidiary (i.e. reclassified to profit or loss or
transferred to another category of equity as specified/permitted by
applicable HKFRSs). The fair value of any investment retained in the
former subsidiary at the date when control is lost is regarded as the fair
value on initial recognition for subsequent accounting under HKAS 39
Financial Instruments: Recognition and Measurement or, when
applicable, the cost on initial recognition of an investment in an associate
or a joint venture.
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For the year ended 31 December 2017

(continued)

Acquisitions of businesses are accounted for using the acquisition
method. The consideration transferred in a business combination is
measured at fair value, which is calculated as the sum of the acquisition-
date fair values of the assets transferred by the Group, liabilities incurred
by the Group to the former owners of the acquiree and the equity
interests issued by the Group in exchange for control of the acquiree.
Acquisition-related costs are generally recognised in profit or loss as
incurred.

At the acquisition date, the identifiable assets acquired and the liabilities
assumed are recognised at their fair value, except that:

o deferred tax assets or liabilities and liabilities or assets related to
employee benefit are recognised and measured in accordance
with HKAS 12 Income Taxes and HKAS 19 Employee Benefits
respectively,

o liabilities or equity instruments related to share-based payment
arrangements of the acquiree or share-based payment
arrangements of the Group entered into to replace share-based
payment arrangements of the acquiree are measured in
accordance with HKFRS 2 Share-based Payment at the acquisition
date; and

o assets (or disposal groups) that are classified as held for sale in
accordance with HKFRS 5 Non-current Assets Held for Sale and
Discontinued Operations are measured in accordance with that
standard.

Goodwill is measured as the excess of the sum of the consideration
transferred, the amount of any non-controlling interests in the acquiree,
and the fair value of the acquirer's previously held equity interest in the
acquiree (if any) over the net amount of the identifiable assets acquired
and the liabilities assumed as at acquisition date. If, after re-assessment,
the net amount of the identifiable assets acquired and liabilities assumed
exceeds the sum of the consideration transferred, the amount of any
non-controlling interests in the acquiree and the fair value of the
acquirer’s previously held interest in the acquiree (if any), the excess is
recognised immediately in profit or loss as a bargain purchase gain.

China Resources Pharmaceutical Group Limited Annual Report 2017
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For the year ended 31 December 2017

(continued)

(continued)

Non-controlling interests that are present ownership interests and entitle
their holders to a proportionate share of the relevant subsidiary’s net
assets in the event of liquidation are initially measured either at fair value
or at the non-controlling interests’ proportionate share of the recognised
amounts of the acquiree’s identifiable net assets or at fair value. The
choice of measurement basis is made on a transaction-by-transaction
basis. Other types of non-controlling interests are measured at their fair
value.

Acquisition of a subsidiary not constituting a business

When the Group acquires a group of assets and liabilities that do not
constitute a business, the Group identifies and recognises the individual
identifiable assets acquired and liabilities assumed by allocating the
purchase price first to the financial assets and financial liabilities at the
respective fair values, the remaining balance of the purchase price is then
allocated to the other individual identifiable assets and liabilities on the
basis of their relative fair values at the date of purchase. Such a
transaction does not give rise to goodwill or bargain purchase gain.

Goodwill arising on an acquisition of a business is carried at cost
established at the date of acquisition of the business (see the accounting
policy above) less any accumulated impairment losses, if any.

For the purposes of impairment testing, goodwill is allocated to each of
the Group's cash-generating units, or groups of cash-generating units,
that is expected to benefit from the synergies of the combination, which
represent the lowest level at which the goodwill is monitored for internal
management purposes and not larger than an operating segment.

A cash-generating unit, or groups of cash-generating units, to which
goodwill has been allocated is tested for impairment annually or more
frequently when there is indication that the unit may be impaired. For
goodwill arising on an acquisition in a reporting period, the cash-
generating unit, or groups of cash-generating units, to which goodwill
has been allocated is tested for impairment before the end of that
reporting period. If the recoverable amount is less than its carrying
amount, the impairment loss is allocated first to reduce the carrying
amount of any goodwill and then to the other assets of the unit on a pro
rata basis on the carrying amount of each asset in the unit, or groups of
cash-generating units.
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For the year ended 31 December 2017

(continued)

(continued)
On disposal of the relevant cash-generating unit, the attributable amount
of goodwill is included in the determination of the amount of profit or
loss on disposal.

The Group’s policy for goodwill arising on the acquisition of an associate
is described as “Investments in associates” below.

An associate is an entity over which the Group has significant influence.
Significant influence is the power to participate in the financial and
operating policy decisions of the investee but is not control or joint
control over those policies.

The results and assets and liabilities of associates are incorporated in the
consolidated financial statements using the equity method of accounting
except when the investment, or a portion thereof, is classified as held for
sale, in which case it is or the portion so classified is accounted for in
accordance with HKFRS 5 Non-current Assets Held for Sale and
Discontinued Operations. Any retained portion of an investment in an
associate that has not been classified as held for sale shall be accounted
for using the equity method. Under the equity method, an investment in
an associate is initially recognised in the consolidated statement of
financial position at cost and adjusted thereafter to recognise the
Group's share of the profit or loss and other comprehensive income of
the associate. Changes in net assets of the associate other than profit or
loss and other comprehensive income are not accounted for unless such
changes resulted in changes in ownership interest held by the Group.
When the Group’s share of losses of an associate exceeds the Group's
interest in that associate (which includes any long-term interests that, in
substance, form part of the Group's net investment in the associate), the
Group discontinues recognising its share of further losses. Additional
losses are recognised only to the extent that the Group has incurred legal
or constructive obligations or made payments on behalf of the associate.

An investment in an associate is accounted for using the equity method
from the date on which the investee becomes an associate. On
acquisition of the investment in an associate, any excess of the cost of
the investment over the Group’s share of the net fair value of the
identifiable assets and liabilities of the investee is recognised as goodwill,
which is included within the carrying amount of the investment. Any
excess of the Group's share of the net fair value of the identifiable assets
and liabilities over the cost of the investment, after reassessment, is
recognised immediately in profit or loss in the period in which the
investment is acquired.
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For the year ended 31 December 2017

(continued)

(continued)

The requirements of HKAS 39 are applied to determine whether it is
necessary to recognise any impairment loss with respect to the Group's
investment in an associate. When necessary, the entire carrying amount
of the investment (including goodwill) is tested for impairment in
accordance with HKAS 36 Impairment of Assets as a single asset by
comparing its recoverable amount (higher of value in use and fair value
less costs of disposal) with its carrying amount. Any impairment loss
recognised forms part of the carrying amount of the investment. Any
reversal of that impairment loss is recognised in accordance with HKAS
36 to the extent that the recoverable amount of the investment
subsequently increases.

When the Group ceases to have significant influence over an associate, it
is accounted for as a disposal of the entire interest in the investee with a
resulting gain or loss being recognised in profit or loss. When the Group
retains an interest in the former associate and the retained interest is a
financial asset within the scope of HKAS 39, the Group measures the
retained interest at fair value at that date and the fair value is regarded
as its fair value on initial recognition. The difference between the carrying
amount of the associate and the fair value of any retained interest and
any proceeds from disposing the relevant interest in the associate is
included in the determination of the gain or loss on disposal of the
associate. In addition, the Group accounts for all amounts previously
recognised in other comprehensive income in relation to that associate
on the same basis as would be required if that associate had directly
disposed of the related assets or liabilities. Therefore, if a gain or loss
previously recognised in other comprehensive income by that associate
would be reclassified to profit or loss on the disposal of the related assets
or liabilities, the Group reclassifies the gain or loss from equity to profit or
loss (as a reclassification adjustment) upon disposal/partial disposal of the
relevant associate.

When a group entity transacts with an associate of the Group, profits
and losses resulting from the transactions with the associate are
recognised in the consolidated financial statements only to the extent of
interests in the associate that are not related to the Group.
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For the year ended 31 December 2017

(continued)

Non-current assets and disposal groups are classified as held for sale if
their carrying amount will be recovered principally through a sale
transaction rather than through continuing use. This condition is
regarded as met only when the asset (or disposal group) is available for
immediate sale in its present condition subject only to terms that are
usual and customary for sales of such asset (or disposal group) and its
sale is highly probable. Management must be committed to the sale,
which should be expected to qualify for recognition as a completed sale
within one year from the date of classification.

When the Group is committed to a sale plan involving loss of control of
a subsidiary, all of the assets and liabilities of that subsidiary are classified
as held for sale when the criteria described above are met, regardless of
whether the Group will retain a non-controlling interest in its former
subsidiary after the sale.

When the Group is committed to a sale plan involving disposal of an
investment, or a portion of an investment in an associate, the investment
or the portion of the investment that will be disposed of is classified as
held for sale when the criteria described above are met, and the Group
discontinues the use of the equity method in relation to the portion that
is classified as held for sale from the time when the investment (or a
portion of the investment) is classified as held for sale.

Non-current assets (and disposal groups) classified as held for sale are
measured at the lower of their carrying amount and fair value less costs
to sell.

Revenue is measured at the fair value of the consideration received or
receivable. Revenue is reduced for estimated customer returns, rebates
and other similar allowances.

Revenue is recognised when the amount of revenue can be reliably
measured; when it is probable that future economic benefits will flow to
the Group and when specific criteria have been met for each of the
Group's activities, as described below.

Revenue from the sale of goods is recognised when the goods are
delivered and titles have passed.
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(continued)

(continued)
Interest income is accrued on a time basis, by reference to the principal
outstanding and at the effective interest rate applicable, which is the rate
that exactly discounts the estimated future cash receipts through the
expected life of the financial asset to that asset’s net carrying amount on
initial recognition.

Dividend income from investments is recognised when the shareholders’
rights to receive payment have been established.

The Group's accounting policy for recognition of revenue from operating
leases is described in the accounting policy for leasing below.

Leases are classified as finance leases whenever the terms of the lease
transfer substantially all the risks and rewards of ownership to the lessee.
All other leases are classified as operating leases.

The Group as lessor

Rental income from operating leases is recognised in profit or loss on a
straight-line basis over the term of the relevant lease. Initial direct costs
incurred in negotiating and arranging an operating lease are added to
the carrying amount of the leased asset.

The Group as lessee
Operating lease payments are recognised as an expense on a straight-
line basis over the lease term.

In the event that lease incentives are received to enter into operating
leases, such incentives are recognised as a liability. The aggregate benefit
of incentives is recognised as a reduction of rental expense on a straight-
line basis.
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(continued)

In preparing the financial statements of each individual group entity,
transactions in currencies other than the functional currency of that
entity (foreign currencies) are recognised at the rates of exchange
prevailing on the dates of the transactions. At the end of the reporting
period, monetary items denominated in foreign currencies are
retranslated at the rates prevailing at that date. Non-monetary items
carried at fair value that are denominated in foreign currencies are
retranslated at the rates prevailing at the date when the fair value was
determined. Non-monetary items that are measured in terms of historical
cost in a foreign currency are not retranslated.

Exchange differences arising on the settlement of monetary items, and
on the retranslation of monetary items, are recognised in profit or loss in
the period in which they arise.

For the purposes of presenting consolidated financial statements, (i) the
assets and liabilities of the Group’s foreign operations are translated into
RMB; and (i) the assets and liabilities of the Group denominated or
translated in RMB are then translated into the presentation currency of
the Group (i.e. Hong Kong dollars), using exchange rates prevailing at
the end of each reporting period. Income and expense items are
translated at the average exchange rates for the period, unless exchange
rates fluctuate significantly during that period, in which case the
exchange rates at the dates of the transactions are used. Exchange
differences arising, if any, are recognised in other comprehensive income
and accumulated in equity under the heading of translation reserve
(attributed to non-controlling interests as appropriate).

Goodwill and fair value adjustments on identifiable assets acquired
arising on an acquisition of a foreign operation on or after 1 January
2005 are treated as assets and liabilities of that foreign operation and
translated at the rate of exchange prevailing at the end of each reporting
period. Exchange differences arising are recognised in other
comprehensive income.

Goodwill and fair value adjustments on identifiable assets acquired
arising on an acquisition of a foreign operation before 1 January 2005 is
treated as non-monetary foreign currency items of the acquirer and
reported using the historical cost prevailing at the date of acquisition.
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For the year ended 31 December 2017

(continued)

Borrowing costs directly attributable to the acquisition, construction or
production of qualifying assets, which are assets that necessarily take a
substantial period of time to get ready for their intended use or sale, are
added to the cost of those assets until such time as the assets are
substantially ready for their intended use or sale.

Investment income earned on the temporary investment of specific
borrowings pending their expenditure on qualifying assets is deducted
from the borrowing costs eligible for capitalisation.

All other borrowing costs are recognised in profit or loss in the period in
which they are incurred.

Government grants are not recognised until there is reasonable
assurance that the Group will comply with the conditions attaching to
them and that the grants will be received.

Government grants are recognised in profit or loss on a systematic basis
over the periods in which the Group recognises as expenses the related
costs for which the grants are intended to compensate. Specifically,
government grants whose primary condition is that the Group should
purchase, construct or otherwise acquire non-current assets are
recognised as deferred income in the consolidated statement of financial
position and transferred to profit or loss on a systematic and rational
basis over the useful lives of the related assets.

Government grants that are receivable as compensation for expenses or
losses already incurred or for the purpose of giving immediate financial
support to the Group with no future related costs are recognised in
profit or loss in the period in which they become receivable.

Payments to the Mandatory Provident Fund Scheme or state-managed
retirement benefit schemes are recognised as an expense when
employees have rendered service entitling them to the contributions.
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For the year ended 31 December 2017

(continued)

Short-term employee benefits are recognised at the undiscounted
amount of the benefits expected to be paid as and when employees
rendered the services. All short-term employee benefits are recognised as
an expense unless another HKFRS requires or permits the inclusion of the
benefit in the cost of an asset.

A liability is recognised for benefits accruing to employees (such as
wages and salaries, annual leave and sick leave) after deducting any
amount already paid.

Liabilities recognised in respect of other long-term employee benefits are
measured at the present value of the estimated future cash outflows
expected to be made by the Group in respect of services provided by
employees up to the reporting date. Any changes in the liabilities’
carrying amounts resulting from service cost, interest and
remeasurements are recognised in profit or loss except to the extent that
another HKFRS requires or permits their inclusion in the cost of an asset.

Income tax expense represents the sum of the tax currently payable and
deferred tax.

The tax currently payable is based on taxable profit for the year. Taxable
profit differs from ‘profit before tax’ as reported in the consolidated
statement of profit or loss and other comprehensive income because of
income or expense that are taxable or deductible in other years and
items that are never taxable or deductible. The Group’s liability for
current tax is calculated using tax rates that have been enacted or
substantively enacted by the end of the reporting period.

Deferred tax is recognised on temporary differences between the
carrying amounts of assets and liabilities in the consolidated financial
statements and the corresponding tax bases used in the computation of
taxable profit. Deferred tax liabilities are generally recognised for all
taxable temporary differences.

Deferred tax assets are generally recognised for all deductible temporary
differences to the extent that it is probable that taxable profits will be
available against which those deductible temporary differences can be
utilised. Such deferred tax assets and liabilities are not recognised if the
temporary difference arises from the initial recognition (other than in a
business combination) of assets and liabilities in a transaction that affects
neither the taxable profit nor the accounting profit. In addition, deferred
tax liabilities are not recognised if the temporary difference arises from
the initial recognition of goodwill.
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For the year ended 31 December 2017

(continued)

(continued)

Deferred tax liabilities are recognised for taxable temporary differences
associated with investments in subsidiaries and associates, except where
the Group is able to control the reversal of the temporary difference and
it is probable that the temporary difference will not reverse in the
foreseeable future. Deferred tax assets arising from deductible temporary
differences associated with such investments and interests are only
recognised to the extent that it is probable that there will be sufficient
taxable profits against which to utilise the benefits of the temporary
differences and they are expected to reverse in the foreseeable future.

The carrying amount of deferred tax assets is reviewed at the end of
each reporting period and reduced to the extent that it is no longer
probable that sufficient taxable profits will be available to allow all or part
of the asset to be recovered.

Deferred tax assets and liabilities are measured at the tax rates that are
expected to apply in the period in which the liability is settled or the asset
realised, based on tax rates (and tax laws) that have been enacted or
substantively enacted by the end of the reporting period.

The measurement of deferred tax liabilities and assets reflects the tax
consequences that would follow from the manner in which the Group
expects, at the end of the reporting period, to recover or settle the
carrying amount of its assets and liabilities.

For the purposes of measuring deferred tax for investment properties
that are measured using the fair value model, the carrying amounts of
such properties are presumed to be recovered entirely through sale,
unless the presumption is rebutted. The presumption is rebutted when
the investment property is depreciable and is held within a business
model whose objective is to consume substantially all of the economic
benefits embodied in the investment property over time, rather than
through sale.

Current and deferred tax are recognised in profit or loss, except when
they relate to items that are recognised in other comprehensive income
or directly in equity, in which case, the current and deferred tax are also
recognised in other comprehensive income or directly in equity
respectively. Where current tax or deferred tax arises from the initial
accounting for a business combination, the tax effect is included in the
accounting for the business combination.
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(continued)

Property, plant and equipment including buildings held for use in the
production or supply of goods or services, or for administrative purposes
are stated in the consolidated statement of financial position at cost less
subsequent accumulated depreciation and subsequent accumulated
impairment losses, if any.

Properties in the course of construction for production, supply or
administrative purposes are carried at cost, less any recognised
impairment loss. Cost includes professional fees and, for qualifying
assets, borrowing costs capitalised in accordance with the Group’s
accounting policy. Such properties are classified to the appropriate
categories of property, plant and equipment when completed and ready
for intended use. Depreciation of these assets, on the same basis as
other property assets, commences when the assets are ready for their
intended use.

Depreciation is recognised so as to write off the cost of assets other than
construction in progress less their residual values over their estimated
useful lives, using the straight-line method. The estimated useful lives,
residual values and depreciation method are reviewed at the end of each
reporting period, with the effect of any changes in estimate accounted
for on a prospective basis.

If an item of property, plant and equipment becomes an investment
property because its use has changed as evidenced by end of owner-
occupation, any difference between the carrying amount and the fair
value of that item at the date of transfer is recognised in other
comprehensive income and accumulated in property revaluation reserve.
On the subsequent sale or retirement of the asset, the relevant
revaluation reserve will be transferred directly to retained earnings.

An item of property, plant and equipment is derecognised upon disposal
or when no future economic benefits are expected to arise from the
continued use of the asset. Any gain or loss arising on the disposal or
retirement of an item of property, plant and equipment is determined as
the difference between the sales proceeds and the carrying amount of
the asset and is recognised in profit or loss.
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For the year ended 31 December 2017

(continued)

Investment properties are properties held to earn rentals and/or for
capital appreciation.

Investment properties are initially measured at cost, including any directly
attributable expenditure. Subsequent to initial recognition, investment
properties are measured at their fair value. All of the Group’s property
interests held under operating leases to earn rentals or for capital
appreciation purposes are accounted for as investment properties and
are measured using the fair value model. Gains and losses arising from
changes in the fair value of investment properties are included in profit
or loss in the period in which they arise.

If an item of investment property is transferred to property, plant and
equipment when there is a change in use evidenced by commencement
of owner occupation, the fair value at the date of transfer becomes the
deemed cost for subsequent accounting as property, plant and
equipment.

An investment property is derecognised upon disposal or when the
investment property is permanently withdrawn from use and no future
economic benefits are expected from the disposal. Any gain or loss
arising on derecognition of the property (calculated as the difference
between the net disposal proceeds and the carrying amount of the asset)
is included in profit or loss in the period in which the property is
derecognised.

Payments for obtaining land use rights are accounted for as prepaid
lease payments under operating lease and are charged to profit or loss
on a straight-line basis over the lease terms as stated in the relevant land
use rights certificates granted for usage by the Group in the People’s
Republic of China (the “PRC") or the remaining terms of the operating
licence of the PRC entity, whichever is the shorter.
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For the year ended 31 December 2017

(continued)

Intangible assets acquired separately

Intangible assets with finite useful lives that are acquired separately are
carried at costs less accumulated amortisation and any accumulated
impairment losses. Amortisation for intangible assets with finite useful
lives is recognised on a straight-line basis over their estimated useful lives.
The estimated useful life and amortisation method are reviewed at the
end of each reporting period, with the effect of any changes in estimate
being accounted for on a prospective basis. Intangible assets with
indefinite useful lives that are acquired separately are carried at cost less
any subsequent accumulated impairment losses.

Internally-generated intangible assets — research and development
expenditure

Expenditure on research activities is recognised as an expense in the
period in which it is incurred.

An internally-generated intangible asset arising from development (or
from the development phase of an internal project) is recognised if, and
only if, all of the following have been demonstrated:

o the technical feasibility of completing the intangible asset so that it
will be available for use or sale;

. the intention to complete the intangible asset and use or sell it;

. the ability to use or sell the intangible asset;

. how the intangible asset will generate probable future economic
benefits;

. the availability of adequate technical, financial and other resources
to complete the development and to use or sell the intangible
asset; and

o the ability to measure reliably the expenditure attributable to the
intangible asset during its development.

The amount initially recognised for internally-generated intangible asset
is the sum of the expenditure incurred from the date when the intangible
asset first meets the recognition criteria listed above. Where no internally-
generated intangible asset can be recognised, development expenditure
is recognised in profit or loss in the period in which it is incurred.
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For the year ended 31 December 2017

(continued)

(continued)
Internally-generated intangible assets — research and development
expenditure (continued)
Subsequent to initial recognition, internally-generated intangible asset is
reported at cost less accumulated amortisation and accumulated
impairment losses (if any), on the same basis as intangible assets that are
acquired separately.

Intangible assets acquired in a business combination

Intangible assets acquired in a business combination and recognised
separately from goodwill are initially recognised at their fair value at the
acquisition date (which is regarded as their cost).

Subsequent to initial recognition, intangible assets acquired in a business
combination with finite useful lives are reported at costs less
accumulated amortisation and any accumulated impairment losses, on
the same basis as intangible assets that are acquired separately.
Intangible assets acquired in a business combination with indefinite
useful lives are carried at cost less any subsequent accumulated
impairment losses.

An intangible asset is derecognised on disposal, or when no future
economic benefits are expected from use or disposal. Gains or losses
arising from derecognition of an intangible asset, measured as the
difference between the net disposal proceeds and the carrying amount
of the asset, are recognised in profit or loss when the asset is
derecognised.
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For the year ended 31 December 2017

(continued)

At the end of each reporting period, the Group reviews the carrying
amounts of its tangible and intangible assets with finite useful lives to
determine whether there is any indication that those assets have suffered
an impairment loss. If any such indication exists, the recoverable amount
of the asset is estimated in order to determine the extent of the
impairment loss (if any). When it is not possible to estimate the
recoverable amount of an individual asset, the Group estimates the
recoverable amount of the cash-generating unit to which the asset
belongs. When a reasonable and consistent basis of allocation can be
identified, corporate assets are also allocated to individual cash-
generating units, or otherwise they are allocated to the smallest group of
cash-generating units for which a reasonable and consistent allocation
basis can be identified.

When it is not possible to estimate the recoverable amount of an asset
individually, the Group estimates the recoverable amount of the cash-
generating unit to which the asset belongs. When a reasonable and
consistent basis of allocation can be identified, corporate assets are also
allocated to individual cash-generating units, or otherwise they are
allocated to the smallest group of cash-generating units for which a
reasonable and consistent allocation basis can be identified.

Intangible assets with indefinite useful lives and intangible assets not yet
available for use are tested for impairment at least annually, and
whenever there is an indication that the asset may be impaired.

Recoverable amount is the higher of fair value less costs of disposal and
value in use. In assessing value in use, the estimated future cash flows
are discounted to their present value using a pre-tax discount rate that
reflects current market assessments of the time value of money and the
risks specific to the asset for which the estimates of future cash flows
have not been adjusted.
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For the year ended 31 December 2017

(continued)

(continued)

If the recoverable amount of an asset (or a cash-generating unit) is
estimated to be less than its carrying amount, the carrying amount of
the asset (or the cash-generating unit) is reduced to its recoverable
amount. In allocating the impairment loss, the impairment loss is
allocated first to reduce the carrying amount of any goodwill (if
applicable) and then to the other assets on a pro-rata basis based on the
carrying amount of each asset in the unit. The carrying amount of an
asset is not reduced below the highest of its fair value less costs of
disposal (if measurable), its value in use (if determinable) and zero. The
amount of the impairment loss that would otherwise have been
allocated to the asset is allocated pro rata to the other assets of the unit.
An impairment loss is recognised immediately in profit or loss.

When an impairment loss subsequently reverses, the carrying amount of
the asset (or cash-generating unit) is increased to the revised estimate of
its recoverable amount, but so that the increased carrying amount does
not exceed the carrying amount that would have been determined had
no impairment loss been recognised for the asset (or cash-generating
unit) in prior years. A reversal of an impairment loss is recognised
immediately in profit or loss.

Inventories are stated at the lower of cost and net realisable value. Cost
of inventories are determined on a weighted average method. Net
realisable value represents the estimated selling price for inventories less
all estimated costs of completion and costs necessary to make the sale.

Financial assets and financial liabilities are recognised when a group
entity becomes a party to the contractual provisions of the instrument.

Financial assets and financial liabilities are initially measured at fair value.
Transaction costs that are directly attributable to the acquisition or issue
of financial assets and financial liabilities are added to or deducted from
the fair value of the financial assets or financial liabilities, as appropriate,
on initial recognition.
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For the year ended 31 December 2017

(continued)

(continued)

Financial assets

Financial assets are classified into the following specified categories:
available-for-sale financial assets and loans and receivables. The
classification depends on the nature and purpose of the financial assets
and is determined at the time of initial recognition. All regular way
purchases or sales of financial assets are recognised and derecognised on
a trade date basis. Regular way purchases or sales are purchases or sales
of financial assets that require delivery of assets within the time frame
established by regulation or convention in the marketplace.

Effective interest method

The effective interest method is a method of calculating the amortised
cost of a debt instrument and of allocating interest income over the year.
The effective interest rate is the rate that exactly discounts estimated
future cash receipts (including all fees and points paid or received that
form an integral part of the effective interest rate, transaction costs and
other premiums or discounts) through the expected life of the debt
instrument, or, where appropriate, a shorter period, to the net carrying
amount on initial recognition.

Available-for-sale financial assets

Available-for-sale financial assets are non-derivatives that are either
designated as available-for-sale or are not classified as (a) loans and
receivables, (b) held-to-maturity investments or (c) financial assets at fair
value through profit of loss. The Group designated the investments in
unlisted equity securities issued by private entities established in the PRC
and the investments in structured deposits entered into by the Group
with the banks and the financial institutions as available-for-sale
investments on initial recognition of those items.

Equity and debt securities held by the Group that are classified as
available-for-sale financial assets and are traded in an active market are
measured at fair value at the end of each reporting period except for
unquoted investments whose fair value cannot be reliably measured.
Changes in the carrying amount of available-for-sale monetary financial
assets relating to interest income calculated using the effective interest
method are recognised in profit or loss. Dividends on available-for-sale
equity instruments are recognised in profit or loss when the Group’s
right to receive the dividends is established. Other changes in the
carrying amount of available-for-sale financial assets are recognised in
other comprehensive income and accumulated under the heading of
investments revaluation reserve. When the investment is disposed of or is
determined to be impaired, the cumulative gain or loss previously
accumulated in the investments revaluation reserve is reclassified to profit
or loss (see the accounting policy in respect of impairment of financial
assets below).
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For the year ended 31 December 2017

(continued)

(continued)
Financial assets (continued)
Available-for-sale financial assets (continued)
Available-for-sale equity investments that do not have a quoted market
price in an active market and whose fair value cannot be reliably
measured are measured at cost less any identified impairment losses at
the end of each reporting period (see the accounting policy in respect of
impairment of financial assets below).

Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or
determinable payments that are not quoted in an active market.
Subsequent to initial recognition, loans and receivables (including trade
and other receivables, amounts due from related parties, pledged bank
deposits and bank balances and cash) are measured at amortised cost
using the effective interest method, less any impairment (see the
accounting policy in respect of impairment of financial assets below).

Interest income is recognised by applying the effective interest rate.

Impairment of financial assets

Financial assets are assessed for indicators of impairment at the end of
each reporting period. Financial assets are considered to be impaired
where there is objective evidence that, as a result of one or more events
that occurred after the initial recognition of the financial asset, the
estimated future cash flows of the financial assets have been affected.

For available-for-sale equity investment, a significant or prolonged
decline in the fair value of that security below its cost is considered to be

objective evidence of impairment.

For all other financial assets, objective evidence of impairment could
include:

o significant financial difficulty of the issuer or counterparty; or
o breach of contract, such as default or delinquency in interest and
principal payments; or

o it becoming probable that the borrower will enter bankruptcy or
financial re-organisation.
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For the year ended 31 December 2017

(continued)

(continued)
Financial assets (continued)
Impairment of financial assets (continued)
Obijective evidence of impairment for a portfolio of receivables could
include the Group's past experience of collecting payments, an increase
in the number of delayed payments in the portfolio past the credit
period, as well as observable changes in national or local economic
conditions that correlate with default on receivables.

For financial assets that are carried at amortised cost, the amount of the
impairment loss recognised is the difference between the asset’s carrying
amount and the present value of estimated future cash flows, discounted
at the financial asset’s original effective interest rate.

For financial assets carried at cost, the amount of the impairment loss is
measured as the difference between the asset’s carrying amount and the
present value of the estimated future cash flows discounted at the
current market rate of return for a similar financial asset. Such
impairment loss will not be reversed in subsequent periods (see the
accounting policy below).

The carrying amount of the financial asset is reduced by the impairment
loss directly for all financial assets with the exception of trade and other
receivables, where the carrying amount is reduced through the use of an
allowance account. Changes in the carrying amount of the allowance
account are recognised in profit or loss. When a trade and other
receivable is considered uncollectible, it is written off against the
allowance account. Subsequent recoveries of amounts previously written
off are credited against the allowance account. Subsequent recoveries of
amount previously written off are credited to profit or loss.

When an available-for-sale financial asset is considered to be impaired,
cumulative losses previously recognised in other comprehensive income
are reclassified to profit or loss in the period.

For financial assets measured at amortised cost, if, in a subsequent
period, the amount of the impairment loss decreases and the decrease
can be related objectively to an event occurring after the impairment
was recognised, the previously recognised impairment loss is reversed
through profit or loss to the extent that the carrying amount of the
investment at the date the impairment is reversed does not exceed what
the amortised cost would have been had the impairment not been
recognised.

China Resources Pharmaceutical Group Limited Annual Report 2017
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For the year ended 31 December 2017

(continued)

(continued)
Financial assets (continued)
Impairment of financial assets (continued)
In respect of available-for-sale equity investments, impairment losses
previously recognised in profit or loss are not reversed through profit or
loss. Any increase in fair value subsequent to an impairment loss is
recognised in other comprehensive income and accumulated under the
heading of investments revaluation reserve. In respect of available-for-
sale debt investments, impairment losses are subsequently reversed
through profit or loss if an increase in the fair value of the investment
can be objectively related to an event occurring after the recognition of
the impairment loss.

Financial liabilities and equity instruments

Debt and equity instruments issued by a group entity are classified as
either financial liabilities or as equity in accordance with the substance of
the contractual arrangements and the definitions of a financial liability
and an equity instrument.

Equity instruments

An equity instrument is any contract that evidences a residual interest in
the assets of an entity after deducting all of its liabilities. Equity
instruments issued by the Group are recognised at the proceeds
received, net of direct issue costs.

Financial liabilities at amortised cost

Financial liabilities including trade and other payables, amounts due to
related parties, bank borrowings and bonds payable are subsequently
measured at amortised cost, using the effective interest method.

Effective interest method

The effective interest method is a method of calculating the amortised
cost of a financial liability and of allocating interest expense over the
year. The effective interest rate is the rate that exactly discounts
estimated future cash payments (including all fees and points paid or
received that form an integral part of the effective interest rate,
transaction costs and other premiums or discounts) through the
expected life of the financial liability, or, where appropriate, a shorter
period, to the net carrying amount on initial recognition.

Interest expense is recognised on an effective interest basis.
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For the year ended 31 December 2017

(continued)

(continued)
Financial liabilities and equity instruments (continued)
Financial guarantee contracts
A financial guarantee contract is a contract that requires the issuer to
make specified payments to reimburse the holder for a loss it incurs
because a specified debtor fails to make payment when due in
accordance with the terms of a debt instrument.

Financial guarantee contracts issued by the Group are initially measured
at their fair values and, if not designated as at fair value through profit of
loss, are subsequently measured at the higher of:

()  the amount of the obligation under the contract, as determined in
accordance with HKAS 37 Provisions, Contingent Liabilities and
Contingent Assets; and

(i) the amount initially recognised less, where appropriate, cumulative
amortisation recognised over the guarantee period.

Derecognition

The Group derecognises a financial asset only when the contractual
rights to the cash flows from the asset expire, or when it transfers the
financial asset and substantially all the risks and rewards of ownership of
the asset to another entity. If the Group neither transfers nor retains
substantially all the risks and rewards of ownership and continues to
control the transferred asset, the Group recognises its retained interest in
the asset and an associated liability for amounts it may have to pay. If the
Group retains substantially all the risks and rewards of ownership of a
transferred financial asset, the Group continues to recognise the financial
asset and also recognises a collateralised borrowing for the proceeds
received.

On derecognition of a financial asset, the difference between the asset’s
carrying amount and the sum of the consideration received and
receivable and the cumulative gain or loss that had been recognised in
other comprehensive income and accumulated in equity is recognised in
profit or loss.

The Group derecognises financial liabilities when, and only when, the
Group's obligations are discharged, cancelled or expired. The difference
between the carrying amount of the financial liability derecognised and
the consideration paid and payable is recognised in profit or loss.
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For the year ended 31 December 2017

(continued)

Provisions are recognised when the Group has a present obligation (legal
or constructive) as a result of a past event, it is probable that the Group
will be required to settle that obligation, and a reliable estimate can be
made of the amount of the obligation.

The amount recognised as a provision is the best estimate of the
consideration required to settle the present obligation at the end of the
reporting period, taking into account the risks and uncertainties
surrounding the obligation. When a provision is measured using the cash
flows estimated to settle the present obligation, its carrying amount is
the present value of those cash flows (when the effect of the time value
of money is material).

When some or all of the economic benefits required to settle a provision
are expected to be recovered from a third party, a receivable is
recognised as an asset if it is virtually certain that reimbursement will be
received and the amount of the receivable can be measured reliably.

In the application of the Group’s accounting policies, which are described
in note 3, the directors of the Company are required to make
judgements, estimates and assumptions about the carrying amounts of
assets and liabilities that are not readily apparent from other sources. The
estimates and associated assumptions are based on historical experience
and other factors that are considered to be relevant. Actual results may
differ from these estimates.

The estimates and underlying assumptions are reviewed on an on-going
basis. Revisions to accounting estimates are recognised in the period in
which the estimate is revised if the revision affects only that period, or in
the period of the revision and future periods if the revision affects both
current and future periods.

The following are the critical judgements, apart from those involving
estimations (see below), that the directors of the Company have made in
the process of applying the Group’s accounting policies and that have
the most significant effect on the amounts recognised in the
consolidated financial statements.
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(continued)

(continued)

Control over Dong-E-E-Jiao

During the year ended 31 December 2017, Dong-E-E-Jiao is a subsidiary
of the Group, and is listed on the Shenzhen Stock Exchange. The Group
directly holds 6.65% in Dong-E-E-Jiao and indirectly holds a further
interest in Dong-E-E-Jiao through China Resources Dong-E-E-Jiao
Company Limited (£ R FFIRRAFR A F]) (“CR Donge”), a 56.62%
subsidiary of the Company which holds a 23.14% equity interest in
Dong-E-E-Jiao. The remaining 70.21% of shareholdings of Dong-E-E-
Jiao are owned by thousands of shareholders that are unrelated to the
Group. The Group's equity interest in Dong-E-E-Jiao is 19.75% as at 31
December 2017.

The directors of the Company assessed whether or not the Group has
control over Dong-E-E-Jiao based on whether the Group has the practical
ability to direct the relevant activities of Dong-E-E-Jiao unilaterally. In
making their judgement, the directors of the Company considered the
Group's absolute size of holding in Dong-E-E-Jiao and the relative size of
and dispersion of the shareholdings owned by the other shareholders
and in addition, the Group has the practical right to appoint the majority
members of the board of directors of Dong-E-E-Jiao. After assessment,
the directors of the Company concluded that the Group has sufficiently
dominant voting interest to direct the relevant activities of Dong-E-E-Jiao
and therefore the Group has control over Dong-E-E-Jiao.

Deferred taxation on investment properties

For the purpose of measuring deferred tax arising from investment
properties that are measured using the fair value model, the directors of
the Company have reviewed the Group's investment property portfolios
and concluded that the Group's investment properties are held under a
business model whose objective to consume substantially all of the
economic benefits embodied in the investment properties over time.
Therefore, in determining the Group’s deferred taxation on investment
properties, the directors of the Company have determined that the
presumption that the carrying amounts of investment properties
measured using the fair value model are recovered entirely through sale
is rebutted.

As a result, the Group has recognised deferred tax on changes in fair
value of investment properties on the basis that the deferred tax reflects
the tax consequences that will follow from the manner in which the
Group expects at the end of the reporting period to recover the carrying
amount of the investment properties. The deferred tax liabilities
recognised are HK$308,016,000 as at 31 December 2017 (2016:
HK$273,876,000).

China Resources Pharmaceutical Group Limited Annual Report 2017



B AFTA=THILFE

——
(&

NIEE RO RR E 2R MR @& BR
MR AHERENEMIERR  EFE
SIBRT-MBEEAMEERAGBREE
FHERARNERRR -

BT HEEEERER AT (EHFH

MiEE20 8 AR B E TRRRKRERANT
THEBSE ARREERR A5H
ERHEEERRYARNETES - A&
EEREECDETZENR (BRERLEME
HR M5 RELRRRBBANRE
JEfRHE)  FABENRNCRERRE
A A N S [ EE A DS 3R & O & H AT A 3
AR - At AREHREEERE
BUFBRERA  ARREZALABEREE
HERAMERFH -

W - BER R R ATE FF A E
BTIEEERYE  BERZBEHIEER
St ZSEmE  BERREHITER
FH - ¥ - BB KR ER AR F R
SERRMREMEEEANEE - WERERD
ERBNMREZEHHME  BE RBED
EREAF ARG AIEAFH -
EHREZEERYERRPENITEERLE
EMRtE . —T—+F+-_A=+—81"
ME BEREZENEEAEBEE
14,737,651,000C( — & — N F: B
12,500,077,000 7T) °

20176 F EHBREEEERAR

For the year ended 31 December 2017

(continued)

The following are the key assumptions concerning the future, and other
key sources of estimation uncertainty at the end of the reporting period,
that have a significant risk of causing a material adjustment to the
carrying amounts of assets and liabilities within the next financial year.

Indefinite useful lives of certain intangible assets

Note 20 describes certain trademarks of the Group are renewable
continuously every ten years at minimal costs. The directors of the
Company are of the opinion that the Group would renew the
trademarks continuously and has the ability to do so. Various studies
including product life cycle studies, market, competitive and
environmental trends, and brand extension opportunities have been
performed by management of the Group, which supports that the
trademarks have no foreseeable limit to the period over which the
trademarked products are expected to generate net cash flows for the
Group. As a result, the trademarks are considered by the directors of the
Company as having indefinite useful lives because they are expected to
contribute to net cash inflows indefinitely.

Estimation of useful lives of property, plant and equipment
Management estimates the useful lives of property, plant and equipment
based on the expected lifespan of those property, plant and equipment.
The useful lives of property, plant and equipment could change
significantly as a result of technical obsolescence. When the actual useful
lives of property, plant and equipment due to the change of commercial
and technological environment are different from their estimated useful
lives, such difference will impact the depreciation charges and the
amounts of assets written down for future periods. The carrying
amounts of property, plant and equipment are HK$14,737,651,000 as
at 31 December 2017 (2016: HK$12,500,077,000).
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(continued)

(continued)

Estimated impairment of property, plant and equipment

The Group assesses annually whether property, plant and equipment
have any indication of impairment, in accordance with the relevant
accounting policies. The recoverable amounts of property, plant and
equipment have been determined based on the higher of the fair value
less cost of disposal and value in use calculations. These calculations and
valuations require the use of judgment and estimates on future
operating cash flows and discount rates adopted. In case where the
recoverable amounts of property, plant and equipment assessed are
higher or less than expected, a material reversal or recognition of
impairment of property, plant and equipment may arise, which would
be recognised in profit or loss in the period in which such recognition
takes place. The Group recognised impairment losses in respect of
property, plant and equipment of HK$14,094,000 during the year
ended 31 December 2017 (2016: HK$11,019,000).

Estimated impairment of goodwill and intangible assets

At the end of each reporting period the Group reviews the carrying
amounts of its intangible assets with finite useful lives to determine
whether there is any indication that those assets have suffered an
impairment loss. If any such indication exists, the recoverable amount of
the asset is estimated in order to determine the extent of the impairment
loss (if any). When it is not possible to estimate the recoverable amount
of an individual asset, the Group estimates the recoverable amount of
the cash-generated unit to which the asset belongs.

When determining whether goodwill and intangible assets with
indefinite useful lives are impaired requires an estimation of the
recoverable amount of the cash-generating units to which goodwill and
intangible assets have been allocated, which is the higher of the value in
use or fair value less costs of disposal. The value in use calculation
requires the Group to estimate the future cash flows expected to arise
from the cash-generating unit and a suitable discount rate in order to
calculate the present value. Where the actual future cash flows are less
than expected, or change in facts and circumstances which results in
downward revision of future cash flows, a material impairment loss/
further impairment loss may arise. The carrying amounts of goodwill are
HK$20,544,612,000 as at 31 December 2017 (2016:
HK$17,404,821,000) and intangible assets are HK$4,740,460,000 as at
31 December 2017 (2016: HK$3,806,670,000). Details of the
recoverable amount calculation are disclosed in Notes 19 and 20,
respectively. The Group recognised impairment losses in respect of
goodwill of HK$59,244,000 during the year ended on 31 December
2017 (2016: nil).

China Resources Pharmaceutical Group Limited Annual Report 2017
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For the year ended 31 December 2017

(continued)

(continued)

Impairment of interests in associates

The carrying amount of interests in associates amounting to
HK$2,200,770,000 (2016: HK$1,948,742,000) is reviewed for
impairment in accordance with HKAS 36 whenever certain events or
changes in circumstances indicate that the carrying amount may not be
recoverable. The Group determines the recoverable amount which is the
higher of value in use and fair value less costs of disposal. The value in
use is based on the estimations of future expected cash flows from the
associates and a suitable discount rate. Where the actual future cash
flows are less than or more than expected, or there are favourable or
unfavourable events and changes in facts and circumstances which result
in revision of future estimated cash flows, a material impairment loss
may arise or reverse. No impairment loss has been recognised in respect
of interests in associates for the years ended 31 December 2016 and
2017.

Allowance for doubtful debts

The Group makes allowance for doubtful debts based on an assessment
of the recoverability of debtors. Allowances are made on trade and other
receivables whenever there is objective evidence that the balances may
not be collectible. The Group makes judgement in assessing the
collectability based on observable data including creditworthiness and
payment history of the customers. When objective evidence for
impairment exists, the amount of allowance is the difference between
the carrying amounts of the debts and the present value of estimated
future cash flows, discounted at the original effective interest rate.
Where the expectation on the recoverability of the debts is different
from the original estimate, such difference will impact the carrying
amounts of debtors and doubtful debt expenses in the periods in which
such estimate has been changed.

The carrying amounts of trade and other receivables, net of allowance,
are HK$67,127,969,000 as at 31 December 2017 (2016:
HK$54,337,396,000). The Group recognised net impairment losses in
respect of trade and other receivables of HK$78,993,000 during the year
ended on 31 December 2017 (2016: HK$115,072,000) and charged to
profit or loss.
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(continued)

(continued)
Allowance for inventories
The Group makes allowance for inventories based on an assessment of
the net realisable value of inventories. Allowances are applied to
inventories where events or changes in circumstances indicate that the
net realisable value is lower than the cost of inventories. The
identification of obsolete inventories requires the use of judgement and
estimates on the conditions and usefulness of the inventories. In cases
where the net realisable value of inventories assessed are less than
expected, a material recognition of allowance for inventories may arise,
which would be recognised in profit or loss in the period in which such
recognition takes place. The carrying amounts of inventories, net of
allowance for slow-moving and obsolete inventories, are
HK$21,406,298,000 as at 31 December 2017 (2016:
HK$18,859,121,000). The Group recognised an allowance for
inventories of HK$36,564,000 during the year ended on 31 December
2017 (2016: HK$44,423,000) and charged to profit or loss.

Income tax

As at 31 December 2017, a deferred tax assets of HK$573,516,000
(2016: HK$448,305,000), in relation to unused tax losses and deductible
temporary differences have been recognised in the Group's consolidated
statement of financial position. The realisability of the deferred tax asset
mainly depends on whether sufficient future profits or taxable temporary
differences will be available in the future. In cases where the taxable
future profits generated are less or more than expected, or change in
facts and circumstances which result in revision of future taxable profits
estimation, a material reversal or further recognition of deferred tax
assets may arise, which would be recognised in profit or loss for the
period in which such a reversal or further recognition takes place.

China Resources Pharmaceutical Group Limited Annual Report 2017



e RRANE

Notes to the Consolidated Financial Statements

HEZZ—tF+-A=+—HILFE Forthe year ended 31 December 2017

5. EAXRERERE
AEEEREAR RRAEEATER
RIS - R BT S S R MR
e Ll et PRCEE

AEENEARBEEESFE(BEME
29 K2 300 R R FE BV ERTT & R M B (B 55)
(BRHOBREMREEEY) RAARER
ANEGER(BRESETRAE - REEN N
Hibl#) °

AEEERETHRANEAGEE - FRE

RIRHH—HD  EEBZERERKNER
BEREXEARR - REEEENHEEER

R ANEBBEBIKMNIE REITHRA

DEBETHEFRXNERRBER  FTHERE
6. TRTHE

6a. ST EMESE

5.

CAPITAL RISK MANAGEMENT

The Group manages its capital to ensure that entities in the Group will
be able to continue as a going concern while maximising the return to
shareholders through the optimisation of the debt and equity balances.

The capital structure of the Group consists of net debts, which includes
the bank borrowings and bonds payable disclosed in notes 29 and 30,
respectively, net of cash and cash equivalents and equity attributable to
owners of the Company, comprising issued share capital, retained
earnings and other reserves.

Management of the Group reviews the capital structure on a periodic
basis. As part of this review, the management considers the cost of
capital and the risks associated with each class of capital. Based on
recommendations of the management, the Group will balance its overall
structure through the payment of dividends and new shares issues as
well as the issue of new debt or the repayment of existing debts.

FINANCIAL INSTRUMENTS

6a. Categories of financial instruments

2017 2016

BT T BT T
HK$'000 HK$'000
ERMEE Financial assets
AR ERE Available-for-sale investments 6,891,114 3,772,352
ER R EWEIE Loans and receivables
(BHEBESRIBLSZEY) (including cash and cash equivalents) 81,101,636 68,494,722
sRas Financial liabilities
FRABSEAR AR At amortised cost 90,832,136 74,105,211
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(continued)

The Group's major financial instruments include trade and other
receivables, available-for-sale investments, amounts due from/to
related parties, pledged bank deposits, bank balances and cash,
trade and other payables, bank borrowings and bonds payable.

Details of these financial instruments are disclosed in respective
notes. The risks associated with these financial instruments and
the policies on how to mitigate these risks are set out below. The
management manages and monitors these exposures to ensure
appropriate measures are implemented on a timely and effective
manner.

Market risk

(i) Foreign currency risk
The carrying amounts of the Group’s monetary assets and
monetary liabilities denominated in foreign currencies,
which are mainly trade and other receivables, amounts due
from/to related parties, pledged bank deposits, bank
balances and cash, trade and other payables, and bank
borrowings of the Group, at the end of the reporting period
are as follows:

g
BT T BT
HK$'000 HK$'000
BE Assets
EAlE D) United States dollars (“USD") 240,077 73,961
BT ([E7T ) Euro (“EUR") 2,225 1,643
B HK$ 1,212,941 6,083,621
=N Liabilities
ETT usb 111,544 -
B HK$ 6,122,157 1,984,571
AEEETEERARTIERIN The management of Group manages the foreign currency
B RS B R IR NS LB e risk by closely monitoring the movements of foreign
N (B3R 05 A R S SN EE currency exchange rates. The Group currently has not

EHRANREHINERR - B
IBERN Y ERE R RN
R -

entered into any foreign currency forward contracts to
hedge against foreign currency risk. Management will
consider hedging foreign currency exposure should the
need arise.

China Resources Pharmaceutical Group Limited Annual Report 2017
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(continued)

(continued)

Market risk (continued)

(i)

Foreign currency risk (continued)

Sensitivity analysis

The Group is mainly exposed to fluctuation in USD, EUR,
and HK$ against RMB.

The following table details the Group’s sensitivity to a 5%
(2016: 5%) increase and decrease in RMB, against relevant
foreign currencies. 5% (2016: 5%) is the sensitivity rate
which represents management’s assessment of the
reasonably possible change in foreign exchange rates. The
sensitivity analysis includes only outstanding foreign currency
denominated monetary items and adjusts their translation
at the end of the reporting period for a 5% (2016: 5%)
change in foreign currency rates. A positive (negative)
number indicates an increase (decrease) in post-tax profit of
the Group for the year when RMB strengthens 5% (2016:
5%) against the relevant currency. For a 5% (2016: 5%)
weakening of RMB against the relevant currency, there
would be an equal but opposite impact on the profit of the
Group for both years.

T T BT
HK$'000 HK$'000
(5.366) (3,088)
(43) (69)
204,960 (171,135)

In management’s opinion, the sensitivity analysis is
unrepresentative of the inherent foreign exchange risk as
the year end exposure does not reflect the exposure during
the year.
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(continued)

(continued)

Market risk (continued)

(ii)

China Resources Pharmaceutical Group Limited

Interest rate risk

The Group is exposed to fair value interest rate risk in
relation to fixed-rate borrowings and cash flow interest rate
risk in relation to the floating rate bank borrowings. The
Group does not have any interest rate hedging policy.
However, the management monitors the related interest
rate risk exposure closely and will consider hedging the
interest rate risk exposure should the need arise.

The Group is also exposed to cash flow interest rate risk in
relation to bank balances due to the fluctuation of the
prevailing market interest rate. The management considers
the Group's exposure of the short-term bank deposits to
interest rate risk is not significant as interest bearing bank
balances are mainly within short maturity period.

The Group's exposure to cash flow interest rate risk is mainly
concentrated on the fluctuation of Hong Kong Interbank
Offered Rate arising from the Group’s borrowings
denominated in Hong Kong dollars and People’s Bank of
China Base Rate arising from the Group’s borrowings
denominated in RMB.

Sensitivity analysis

The sensitivity analysis below has been determined based on
the exposure to interest rates for interest bearing bank
balances, floating rate borrowings at the end of the
reporting period. The analysis is prepared assuming that
those balances outstanding at the end of the reporting
period were outstanding for the whole year. A 50 basis
points (2016: 50 basis points) increase or decrease which
represents the management’s assessment of the reasonably
possible charge in interest rates is used.

Annual Report 2017
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(continued)
(continued)

Market risk (continued)

(ii)

Interest rate risk (continued)

If the interest rate on bank balances and pledged bank
deposits carried at variable rates had been 50 basis points
(2016: 50 basis points) higher/lower and all other variables
were held constant, the post-tax profit of the Group would
increase/decrease by approximately HK$63,869,000 for the
year ended 31 December 2017 (2016: HK$70,051,000). If
the interest rate on floating rate borrowings had been 50
basis points higher/lower and all other variables were held
constant, the post-tax profit or the Group would decrease/
increase by approximately HK$51,014,000 (2016:
HK$43,450,000) for the year ended 31 December 2017.

In management’s opinion, the sensitivity analysis is
unrepresentative of the inherent interest rate risk as the
exposure at the end of each reporting period does not
reflect the exposure at the end of each reporting period.

Credit risk

As at 31 December 2017 and 2016, the Group’s maximum
exposure to credit risk which will cause a financial loss to the
Group due to failure to discharge an obligation by the
counterparties and financial guarantees provided by the Group is
arising from the carrying amount of the respective recognised
financial assets as stated in the consolidated statement of financial
position and the amount of contingent liabilities in relation to
financial guarantee issued by the Group as disclosed in note 38.
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For the year ended 31 December 2017

(continued)

(continued)

Credit risk (continued)

In order to minimise the credit risk, the Group has policies in place
for determination of credit limits, credit approvals and other
monitoring procedures to ensure that follow-up action is taken to
recover overdue debts. Before accepting any new customer, the
management of the Group carries out researches on the
creditability of the new customer and assesses the potential
customer’s credit quality and defines credit limits by customer.
Limits attributed to customers are reviewed once a year. In
addition, the Group reviews the recoverability of each individual
trade debt on a regular basis to ensure that adequate impairment
losses are made for irrecoverable amounts. In this regard, the
directors of the Company consider that the Group’s credit risk is
significantly reduced.

The credit risk on liquid funds and structured deposits is limited
because the counterparties are financial institutions with high
credit ratings assigned by international credit-rating agencies.

The Group does not have any significant concentration of credit
risk. Trade receivables consist of a large number of customers,
spread across diverse industries and geographical areas.

Liquidlity risk

In the management of the liquidity risk, the Group monitors and
maintains a level of cash and cash equivalents deemed adequate
by the management to finance the Group's operations and
mitigate the effects of fluctuations in cash flows. The management
also monitors the utilisation of bank borrowings and ensures
compliance with loan covenants, if any.

The following table details the Group's remaining contractual
maturity for its non-derivative financial liabilities. The table has
been drawn up based on the undiscounted cash flows of financial
liabilities based on the earliest date on which the Group can be
required to pay. The table includes both interest and principal cash
flows. To the extent that interest flows are floating rate, the
undiscounted amount is derived from interest rate at the end of
the reporting period.
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6. EEMITAE) 6. FINANCIAL INSTRUMENTS (continued)
6b. SREAMESEEE(E) 6b. Financial risk management objectives (continued)
BEEER () Liquidity risk (continued)
\ AHR
MEFSERE  REREE REREEH
Weighted ~ Repayable EDV 25N E Total HEE
average on Less than Over  undiscounted Carrying
EEE demand 1 year 2years  cashflows amounts
% ARTT ERTT ARTT AR ERTR AT
% HKS'000 HKS 000 HKS000 HKS 000 HKS 000 HKS'000
RZE-tE+=B=1-A At31 December 2017
BHRAMENTE Trade and other payables - - 52709330 - - 5709330 52709330
BB HE Arnounts due to related parties - 157164 1090472 - - 47836 1,247,636
[ Bank borrowings
Eehi= Fired rate 429 - N3N 640937 102906 22061755 21,121,006
FERIE Floating rate 29 4733416 11038204 358,088 36531 16166239 11,088,782
B Bonds payable 452 - 248365 mm B9 5A6T59 4665382

4890580 88,639,576 1220204 2811359 97621719 90832136

RZB-xE+-B=1-H At 31 December 2016

BAREMERNTE Trade and other payables - - 48222106 - - 06 48222106
EiERATE Amounts cue to related parties - 148,399 B4 - - 171673 171673
B[R Bank borrowings
ki Fixed rate 39 - 4,319,031 7131 572,69 4,898,366 4,671,718
28 Floating rate 312 892,550 8,960,371 1127329 114 11,457 464 11,090,735
RS Bonds payable 408 - 5,817,708 2300214 250847 10638769 9948919
1,040,949 67342490 3434680 3,570,759 75,383,878 74105211
BEREERBGERORITERIET Bank borrowings with a repayment on demand clause is included
AEXEBHBASWH EREKRKEE] in the “repayable on demand” time band in the above maturity
REERN - RZFE—tF+=A analysis. As at 31 December 2017, the aggregate carrying amount
=1+—H  ZERITERORELE of these bank borrowings amounted to approximately
D RIH B 4,733,416,000 T( = HK$4,733,416,000 (2016: HK$892,550,000). Taking into account
— N4 ¢ B #892,550,0007T) ° &5 the Group's financial position, the directors of the Company do
RAEBROT BN - ARFESR not believe that it is probable that the banks will exercise their
RIRIT K ATRETT 8 EL B #E SRk AD discretionary right to demand immediate repayment. The directors
F&H - AARIEERE  AEEN of the Company believe that such bank borrowings of the Group
ZERITETIRIBITIE R 2 FTE will be repaid after the end of reporting period in accordance with
TEE RSN H BRI EBAREEE - the scheduled repayment dates set out in the bank borrowing
agreement.
REERBDESRRME - ARAE For the purpose of managing liquidity risk, the directors of the
FIRIRITIER B HRTE AT E R B H Company review the expected cash flows information of the
EHAEERITEFNERRERE Group's bank borrowings based on the scheduled repayment
BR o BERTR dates set out in the bank borrowing agreements as set out in the
table below:

152 2017 FFHR  ERBEEEERDOA
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HE_Z—+F+-A=+—HLIFE Fortheyear ended 31 December 2017
6. SRITE(E) 6. FINANCIAL INSTRUMENTS (continued)
6b. SRIEAMEEEE (&) 6b. Financial risk management objectives (continued)
EEESER (12) Liquidity risk (continued)
KB
IEFIF%= BenEAE
Weighted k0 28N E Total BEE
average Less than Over  undiscounted Carrying
interest rate 1year 2 years cash flows amounts
BB BB T BB BB BB
HK$000 HK$000 HKS000 HK$'000 HK$000 HK'000
RATEH Bank borrowings
RZZ—LFT-A=1—H  Asat31December 2017 147 4,791,857 - - 4791857 4733416
RZF—E+ZA=1t—8  Asat31 December 2016 140 905,046 - - 905,046 892,550
R EBEREMRFEDF RN E B E The amounts included above for variable interest rate instruments
FRIEsTEEFIETE - BEE EX for non-derivative financial liabilities are subject to change if
ERIITESRABHNEHFETA changes in variable interest rates differ to those estimates of
PRIERIE R E o interest rates determined at the end of the reporting period.
6c. ERMIAAREBEEE 6c.  Fair value measurements of financial instruments
eHMEERERMABNANEBEDR The fair values of financial assets and financial liabilities are
URBERENTRBELAREBER determined in accordance with generally accepted pricing models
EE - based on discounted cash flow analysis.
RARESZRE  REREMTEERR The directors of the Company consider that the carrying amounts
RPREBERAARNEREERS of financial assets and financial liabilities recorded at amortised
BB ENREE R AN E RS AR cost in the consolidated financial statements approximate their fair
NRABEES - values at the end of each reporting period.
7. W= 7. REVENUE

Wasts FRHEBHEEMMEMBEEMNK

7o BAKERFERNRESTOT :

Revenue represents revenue arising on sale of pharmaceutical products
and others for the year. An analysis of the Group's revenue for the year
is as follows:

2017 2016

BT T BT

HK$'000 HK$'000

SHEBEE R Sales of pharmaceutical products 172,432,515 156,602,553
WA Rental income 99,689 102,650
172,532,204 156,705,203
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Management has determined the operating segment based on the
reports reviewed by the board of directors that are used to make
strategic decisions. The board of directors of the Company, being the
chief operating decision maker (CODM), considers resource allocation
and assesses segment performance from a different business type
perspective.

Specifically, the Group’s reportable and operating segments under
HKFRS 8 are as follows:

(@  Pharmaceutical manufacturing business (Manufacturing segment)
— research and development, manufacture and sale of a broad
range of pharmaceutical and healthcare products;

(b)  Pharmaceutical distribution business (Distribution segment) —
distribution, warehousing, logistics, and other value-added
pharmaceutical supply chain solutions and related services to
pharmaceutical manufacturers and dispensers, such as hospitals,
distributors and retail pharmacies;

(©  Pharmaceutical retail business (Retail segment) — operation of
retailing of pharmacy stores; and

(d)  Other business operations (Others) — property holding.

No operating segments have been aggregated to derive the reportable
segments of the Group.

Inter-segment sales are conducted at prices and terms mutually agreed
amongst those operating segments.

The board of directors assesses the performance of the operating
segments based on a measure of revenue and segment results.
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8. DEPER (&) 8. SEGMENT INFORMATION (continued)
DEb R K A Segment revenue and results
AT RIR AT $h 5 R AS 2 89 53 2R ¥ AR & B Uk The following is an analysis of the Group’s revenue and results by
WEEER DT - reportable and operating segment:
BE-Z—+tHF+-A=+—HLEE For the year ended 31 December 2017
SEAH AHAH SEAB
Manufacturing  Distribution Retail b9
segment segment segment Elimination
BRI BRI BETR BB BRI BRI
HKS'000 HKS'000 HK$'000 HK$'000 HK$'000 HKS'000
ShEBSHE External sales 26,362,495 141,826,457 4,243,563 99,689 - 172,532,204
DEREHE Inter-segment sales 2,974,037 2,769,030 - - (5743,067) -
ey Segment revenue 29,336,532 144,595,487 4,243,563 99,689 (5743,067) 172,532,204
Db Segment results 7,666,497 6,564,397 116,496 59973 14,407,363
EHON Other income 1,417,493
Atls REE Other gains and losses (32,486)
THEY Administrative expenses (4,247,079)
LR R Other expenses (872,789)
PEBENEIEE Share of results of associates 140,795
BERK Finance costs (2,230,949)
BT & Profit before tax 8,582,348
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8. DEER(E 8. SEGMENT INFORMATION (continued)
DEBR R R EE (E) Segment revenue and results (continued)
HE-Z-—RET-A=T—HILFE For the year ended 31 December 2016
SEDT DA
Manufacturing ~ Distribution i Hth it
segment segment Others Elimination
BB BB AT BB BB BB
HK$000 HKS 1000 HKS'000 HKS'000 HKs'000 HKS1000
SNEPEEE External sales 22,375,141 130,312,955 3,914,457 102,650 - 156,705,203
DEEEE Inter-segment sales 2,941,146 1,982,621 - - (4,923,767) -
arillea Segment revenue 25,316,287 132,295,576 3,914,457 102,650 (4923,767) 156,705,203
i Segment results 7,445921 5529452 118,362 67,885 13,161,620
EfsA Other income 1,287,789
Etlhs e Other gains and losses 250,706
TBES Administrative expenses (3,882,186)
ER R Other expenses (956,502)
PMEBELFIEE Share of results of associates 48,164
IRjil5e Listing expenses (70,864)
BEKA Finance costs (1,796,062)
BT & Profit before tax 8,042,665
1D ER B & R BUR B 52 3 P BTl A AR The accounting policies of the operating segments are the same as the
SESHBERER - HBEBEETEH RS Group's accounting policies described in note 3. Segment results
R E MU A - Btz RETE - 1T - represent the profit earned by each segment without allocation of other
HthfX  DEBEAREE EWHY income, other gains and losses, administrative expenses, other expenses,
REERAT &2 BERIEOETF - 1T share of results of associates, listing expenses and finance costs. This is
RERSMERAIEMEELEREE the measure reported to the CODM for the purpose of resource
b A8 B2 o allocation and performance assessment.
REETESEE TWE - BEREET The Group did not allocate certain depreciation of property, plant and
E EREESRY BNHEENTEHEK equipment, amortisation of intangible assets, amortisation of prepaid
AI#RE D HBH BN - lease payments and interest income to reportable segments.

156 2017 FFHR  ERBEEEERDOA



IRA B RS R R M 5
Notes to the Consolidated Financial Statements

HE_Z—+F+-A=+—HLIFE Fortheyear ended 31 December 2017

8. pEER(E 8. SEGMENT INFORMATION (continued)
PEEEREE Segment assets and liabilities
NTRIEAREREEN D HBHAEEE The following is an analysis of the Group’s assets and liabilities by
ERBENST reportable and operating segments:
R=ZB—+tF+=A=+-—H As at 31 December 2017

REDT 2HEIW 2EOW

Manufacturing  Distribution Retail o

segment segment segment Elimination
BETT BETT BETT BETT BETT BETT
HKS$'000 HK$'000 HKS'000 HKS'000 HKS$'000 HKS$'000
NIEE Segment assets 50,087,540 100,140,907 3,630,903 61,912,049 (55,631,339) 160,140,060
ELRBEE Deferred tax assets 573,516
e E Taxation recoverable 20572
wEE Total assets 160,754,148
NEaE Segment liabilities 11,513,218 57,458,446 1,651,173 22593897  (35473406)  57,743328
AoEakE Unallocated liabilities 39,873,650
waE Total liabilities 97,616,978

NZTE—XE+-_A=+—81 As at 31 December 2016
BN DD ZENH

Manufacturing Distribution Retall Hify HH

segment segment segment Others Elimination
BETT BETT BB BB BETT BETT
HKS'000 HK$'000 HK$'000 HKS'000 HKS'000 HK$000
NEEE Segment assets 40,068 527 82,505,432 1,546,925 51,339,694 (41937,969) 133,522,609
ERRBEEE Deferred tax assets 448,305
AU ERE Taxation recoverable 14,600
BEE Total assets 133,985,514
PEHEE Segment liabilities 8,410,328 56,875.213 1,329,362 8634318 (23570848 51678373
AoHaRE Unallocated liabilities 28,005,287
PNl Total liabilities 79,683,660
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(& (continued)
(%) (continued)
REESIRBEREDBEIEEIR: For the purposes of monitoring segment performance and allocating

resources between segments:

. FIEEE(BERANBARTMNIRER U all assets (including investments in subsidiaries and the amounts
FERASEEANEEERBFRIE) DA due from group entities within the Group) are allocated to
EURENHEE - TRIBFRERIE reportable segment assets other than deferred tax assets and
BERITKEIRIE & taxation recoverable; and

s MAAB(BEENTEEANLEEE e all liabilities (including the amounts due to group entities within
BB SREARSSIEE - the Group) are allocated to reportable segment liabilities other
TEEETHMENKIE - BAHR than certain other payables, taxation payable, deferred tax
I8 REBIEAE - RITER - BN liabilities, bank borrowings, bonds payable and other non-current
BEFREMIERBEE - liabilities.
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ax (&)

8. SEGMENT INFORMATION (continued)

Other segment information
Amounts included in the measure of segment profit or loss and segment
assets:

For the year ended 31 December 2017

SEAH AHAH SEAB
Manufacturing  Distribution Retail Hitr b9
segment segment segment Others Elimination
BRI BRI BRI BRI BRI BRI
HK$'000 HK$000 HK$'000 HKS000 HKS'000 HK$'000
S A EHEIBREMIIE - Amounts induded in the measure of
segment profit or loss:
BRRETEEH Amortisation of prepaid lease payments 18,283 8,483 126 4,066 - 30,958
W BERRERE  Depredation of property, plant and
equipment 712,189 281,481 6,962 - - 1,000,632
B EERE Amortisation of intangible assets 47,846 25173 - - - 73,619
TEHRETAATIESEE  Amounts regularly provided to the board
MRSt A EDEER  of directors of the Company but not
R EEENZE included in the measure of segment
profit or loss or segment assets:
WEMENABEEEH  Gainarising on change in fair value of

EEflE investment properties - - - 57,772 - 57,772
BHREMENZIERETZ  Impaiment loss recognised on trade and

HREEE other receivables 6,445 71,952 59 - - 78,993
RENRETERE Allowance for slow-moving and

obsolete inventories 10,969 24,498 1,097 - - 36,564
¥ MR RERERERA)  Impairment loss recognised on property,

REEE plant and equipment 9,931 3,805 282 76 - 14,094
ENHEFEEH Amortisation of prepaid lease payments 21,806 11,662 102 5772 - 45342
NE BERFENE  Depreciation of property, plant and

equipment 196,804 63,530 1,824 - - 262,158

EFEERE Amortisation of intangible assets 92,636 60,360 - - - 152,996

BRHR Capital expenditure 1,333,009 615,229 23478 33915 - 2,005,631
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8. SEGMENT INFORMATION (continued)

Other segment information (continued)
For the year ended 31 December 2016

STAGHEDBBEAFIR :

BRREHEEH
% BERRETE

BEESH
THREFAAAESE
MR AGTE D EbiEs
RAMEEMFE -

REMEDABEEDH
elhen

B 5 REMENIERR
HRERE
BHLRETRRE

W% - Wi Rk fHERH
REBE

BAEETESH

% BERRETE

EVAEES
CUNET

Amounts included in the measure of
segment profit or loss:

Amortisation of prepaid lease payments

Depreciation of property, plant and
equipment

Amortisation of intangible assets

Amounts regularly provided to the board
of directors of the Company but not
included in the measure of segment
profit or loss or segment assets:

Gain arising on change in fair value of
investment properties

Impairment loss recognised on trade and
other receivables

Allowance for slow-moving and obsolete
inventories

Impairment loss recognised on property,
plant and equipment

Amortisation of prepaid lease payments

Depreciation of property, plant and
equipment

Amortisation of intangible assets

Capital expenditure

EDH NHEDE ZENH

Manufacturing Distribution Retal ity HH

segment segment segment Others Elimination
BETFL BETT BETT ks BETL BETFT
HKS'000 HK$'000 HK$'000 HKS'000 HKS'000 HK$'000
12,571 5,028 210 EALY - 20,951
519,266 199,672 7488 9,151 - 735,577
23224 12,840 - - - 36,064
- - - 218,260 - 218,260
8,441 103,282 3,000 349 - 115,072
13327 29,763 1333 - - 44,423
8,264 2,534 198 23 - 11,019
25,441 10,840 208 5213 - 41,702
200,366 68618 2470 3,020 - 274474
102,552 63,144 - - - 165,696
1,219,482 680,581 26,937 55,316 - 1,982,316

EARAXIZEERNBEETER REY

R MEEESEM

TEEEBEHA GHETWIEME £ /IS

hne
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Capital expenditure comprises mainly additions to prepaid lease
payments, investment properties, property, plant and equipment and
intangible assets, excluding additions resulting from acquisitions through
business combination.
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8. DEER(E 8.
R B KK
I B AR R E S B I AR
AR R A T A 5

B E R
I (7 & F) 77 A 5
AEBEXPEIEUNTEREE -

HBARKERE TS (XA mAE B /i)
Elo U E TS

SEGMENT INFORMATION (continued)

Revenue by products
The information about the Group’s revenue by products is not available
and the cost to develop it would be excessive.

Geographical information
Revenue by geographical location
The Group’s customers are mainly located in the PRC and Hong Kong.

An analysis of the Group’s revenue by geographical market based on
where the goods are delivered to is as below:

2017 2016

s PRC
& Hong Kong

BT BT
HK$'000 HK$'000
171,577,064 155,789,350
955,140 915,853

172,532,204 156,705,203

BB B IR B EE
AEENRETBEUNPE  REFEE
REENEEDNIFRBEEDUNFTE -

EHEEERFHER
RERERT EERBZEHREBBASE
BEBKEER 10% °

Non-current assets by geographical location
The Group’s operations are mainly located in the PRC and substantially
all non-current assets are located in the PRC by location of assets.

Information about major customers

No revenue from customers in each reporting period, individually
contributes to over 10% of the total revenue of the Group.
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For the year ended 31 December 2017

Gain on disposal of associates

Gain on disposal of available-for-sale
investments

Gain on disposal of subsidiaries (Note 36)

Gain on disposal of subsidiaries classified as
held for sale (Note 37)

Loss on disposal of property, plant and
equipment

Gain on disposal of prepaid lease payments

Gain on disposal of intangible assets

Impairment loss recognised on property,
plant and equipment (Note 16)

Impairment loss recognised on trade
receivables, net

Impairment loss recognised on intangible
assets (Note 20)

Impairment loss recognised on other
receivables, net

Impairment loss recognised on goodwill
(Note 19)

Impairment loss recognised on
available-for-sale investments (Note 23)

Investment income on available-for-sale
investments

Gain on change in fair value of
investment properties

Others

T T
HK$'000

3

7,701

(7,540)
1,321
10,746

(14,094)

(66,507)

(12,486)
(59,244)
(10,919)
154,070

57,772
(93,309)

(32,486)

BT
HK$'000
31,737

5,841
74174

49,288
(18,206)

527
(11,019
(80,177)

(3,231)

(34,895)

4,310
38,075

218,260
(15,358)

250,706
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10. BE KA

10. FINANCE COSTS

2017 2016

BT BT
HK$'000 HK$'000
SRITETFR A Interest on bank borrowings 1,901,920 1,360,202
ERHESFE Interest on bonds payable 299,682 470,782
R E TR A B EKRFLE Interest on borrowings from intermediate
holding company 65,398 -
W BERBENEREFIS  Less: Interest capitalised in property,
(Htat) plant and equipment (Note) (36,051) (34,922)
2,230,949 1,796,062

Wit BE=F—LF = A=+—BUFE
EEA R RATBRG AREE A
BEMHESRENGEAID - L 125.8%
(T : 5.8%) MFEBINFIZFHHA

BREEELNAY

N 25 - BETRAERES
st A

11a. 25
FERERTTHRAENFEMSIRE
AR ETR B & EA 3 5

Note: Borrowing costs capitalised during the year ended 31 December 2017
arose on funds borrowed specifically for the purpose of obtaining
qualifying assets and on the general borrowing pool which are calculated
by applying a capitalisation rate of 5.8% (2016: 5.8%) per annum to
expenditure on qualifying assets.

11. DIRECTORS', CHIEF EXECUTIVE'S AND EMPLOYEES'
EMOLUMENTS

11a. Directors
Directors’ and chief executives’ remuneration for the year,
disclosed pursuant to the applicable Listing Rules and CO, is as

T~ follows:
RIER
N HE S
HitRE Retirement
Salaries KA benefit
and other  Discretionary scheme
allowance bonus  contributions
BRI BRI BT BETR BRI BRI
HKS'000 HKS'000 HKS'000 HK$000 HKS'000 HKS$'000
BZ-Z-+%E+=H  Yearended 31 December 2017
=t-ALEE
W #ES (A)  EXECUTIVE DIRECTORS
TAHEE Mr. Wang Chun Cheng - 8,254 - 78 208 8,540
PNt Mr. Song Qing - 7,345 - 37 12 7,49
FEBEE Mr. Li Guohui - 6,661 - 18 166 6,845
- 22,260 - 133 486 22,879
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HE_Z—+F+-A=+—HLIFE Fortheyear ended 31 December 2017

11. ;ii = -BeTBRABK{EE 11. DIRECTORS, CHIEF EXECUTIVE'S AND EMPLOYEES'
5T =

i (42 EMOLUMENTS (continued)
1a. E=(E) 11a. Directors (continued)
il AEENTESHERALEES The executive directors’ emoluments shown above were for their
BT ARGESF M services in connection with the management of the affairs of the
Group.
ITERAERTEENERRITE - Mr. Wang Chuncheng is the chief executive officer of the Group
R EXBEZHFNEERIEEERR and the emoluments disclosed above include those for services
TERHMNRTE - rendered by him as the chief executive officer.
BAER
§eR FHEIBES
Htr2 e Retirement
Salaries B benefit
and other  Discretionary scheme
allowance bonus  contributions
BB BRI BB BETT BB
HKS'000 HK$'000 HKS'000 HK$'000 HK$'000
BZ-Z2-t+5+-A=1-H Year ended 31 December 2017
LFE
B) FHITEZF (B)  NON-EXECUTIVE DIRECTORS
BEERE Mr. Fu Yuning - - - - -
RFfA Mr. Chen Rong - - - - -
REREE Mr. Yu Zhongliang - - - - -
IRREE Mr. Wang Chenyang = = = = =
IRt Ms. Wang Jing = - - - -
LA TESHIEARATIRA The non-executive directors’ emoluments shown above were for
ME AR EEIRHARG A E = - their services as directors of the Company or its subsidiaries.
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.25 ESTHRAENREE 11. DIRECTORS', CHIEF EXECUTIVE'S AND EMPLOYEES'

i (42 EMOLUMENTS (continued)
1a. E=(E) 11a. Directors (continued)
RIRAER
ek SHEIfH
Hit2 Retirement
Salaries HiERA benefit
and other  Discretionary scheme
allowance bonus  contributions
BRI BRI BB BRI BRI
HKS'000 HKS'000 HKS'000 HKS'000 HKS'000
HE-2-tF+-A=1-H Year ended 31 December 2017
ILEE
O BuFEwiTEz (C) INDEPENDENT NON-EXECUTIVE
DIRECTORS
BERxT Mdm Shing Mo Han Yvonne
(RZZ—+EN\ALBEZH) (appointed on 7 August 2017) 102 = = = 102
BERLE Mr. Tsang Hing Lun (passed away
(RZT—tF AEAE) on 4 June 2017) 250 - - - 250
Bl £y i Mr. Kwok Kin Fun 251 - - - 251
BEERE Mr. Fu Tingmei 251 - - - 251
RRZiE Mr. Zhang Kejian 390 = = = 390
1,244 - - - 1,244
M AB I IFRITESHIEREALA The independent non-executive directors’ emoluments shown
REMBAREREHRBHESS above were for their services as directors of the Company or its
B o subsidiaries.
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.25 ESTHRAENREE 11. DIRECTORS', CHIEF EXECUTIVE'S AND EMPLOYEES'

(& EMOLUMENTS (continued)
1a. EX(E) 11a. Directors (continued)
RANER
E? HEIGSS
REMEE Retirement
Salaries [iCKZAN benefit
andother  Discretionary scheme Hit
allowance bonus  contributions Others
BETT BRI BETT AR AETT BRI
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
HE-E-X% Year ended 31 December 2016
+ZA=1+-HLEE
® #WTEE (A) EXECUTIVE DIRECTORS
THEHRE Mr. Wang Chuncheng - 5330 - 78 21 5619
TEEEE Mr. Li Guohui
(R=F—~F (appointed on 29 March 2016)
ZAZTNBEZA) - 3,125 - 18 128 3271
RELE Mr. Song Qing
(R=Z—1E (appointed on 10 May 2016)
AATREZT) - 3335 - 15 - 3350
- 11,790 - i 339 12,240
T AEBRTESEHERAERS The executive directors’ emoluments shown above were for their
EATREREHESHM - services in connection with the management of the affairs of the
Group.
ITEREERTEENERNITE Mr. Wang Chuncheng is the chief executive officer of the Group
R ENWERZFNEERIEABRHR and the emoluments disclosed above include those for services
TERENRS - rendered by him as the chief executive officer.
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"M £% 5‘? STHAENR{EE 11. DIRECTORS, CHIEF EXECUTIVE'S AND EMPLOYEES'
N (E EMOLUMENTS (continued)

1a. EE (&)

11a. Directors (continued)

RINER
e [
L2 Retirement
Salaries BfTear benefit
andother  Discretionary scheme
allowance bonus  contributions
BETT BETT BETT BETT BETT
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
HE-E-»E+-A=t-H Year ended 31 December 2016
LFE
B FHOEZ (B)  NON-EXECUTIVE DRECTORS
SEERE M. Fu Yuning - - - - -
REERL(R-T-—RF Ms. Chen Jisheng
RATAE) (resigned on 10 May 2016) 30 - - - 30
RREEM-Z—E Mr. Chen Rong
hATREZH) (appointed on 10 May 2016) - - - _ _
SRREE(R-E—E Mr. Yu Zhongliang
~NEZTHEZA) (appointed on 20 June 2016) - - - _ _
IRGRE Mr. Wang Chenyang - - - - _
IRIT(RZE—E Ms. Wang Jing
~NEZTHEZA) (appointed on 20 June 2016) - - - _ _
PRERE(RZE—RE Mr. Li Fuzuo
ZAZTHREH) (resigned on 29 March 2016) - - - _ _
REEER-T—E Mr. Wei Bin
RATAET) (resigned on 10 May 2016) - - - _ _
BRREAE(RZT—F Mr. Yin Rongyan
NAZTAET) (resigned on 20 June 2016) - - - _ _
ITFEEE(RE—RE Mr. Wang Shouye
NAZTRET) (resigned on 20 June 2016) - - - _ _
REEE(R-Z-—1F Mr. Chen Ying
ANAZTRET) (resigned on 20 June 2016) - - - _ _
30 - - - 30

LR RIERITEEERA AT RE
MEARESRURENESHMH -

The non-executive directors’ emoluments shown above were for
their services as directors of the Company or its subsidiaries.
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1. % = 5‘? STHAENR{EE 11. DIRECTORS, CHIEF EXECUTIVE'S AND EMPLOYEES'
N (E EMOLUMENTS (continued)

1a. EE (&)

11a. Directors (continued)

RINER
K R[5
L2 Retirement
Solaries  EIIETEAL benefit
andother  Discretionary scheme
allowance bonus  contributions
BB e S BB BRI BB
HK$ 000 HK$'000 HK$'000 HK$'000 HK$000
HE-E-~E+-A=1-A Year ended 31 December 2016
LEE
O BUFHTER (C)  INDEPENDENT NON-EXECUTIVE DIRECTORS
LEMAE(R_2—1E Mr. Tsang Hing Lun
NAZTHEZMA) (appointed on 20 June 2016) 133 - - - 133
IRBEE(RZT—RF Mr. Kwok Kin Fun
NAZTHEZM) (appointed on 20 June 2016) 133 - - - 133
BEXEE(RZZ—F Mr. Fu Tingmei
NAZTHEZMA) (appointed on 20 June 2016) 133 - - - 133
RRBEE(RZZ—RE Mr. Zhang Kejian
NAZTREZM) (appointed on 20 June 2016) 203 - - - 203
602 - - - 602

FMAB N ERITEERIERARA The independent non-executive directors’ emoluments shown
REMBAREFRERBNESY above were for their services as directors of the Company or its
B - subsidiaries.
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1. EE  E5THAER{ES 11. DIRECTORS, CHIEF EXECUTIVE'S AND EMPLOYEES'

N (42 EMOLUMENTS (continued)
11b. AEBESHMES 11b. Five highest paid employees
FREEERLEHZSFHMALIFIE The five highest paid individuals of the Group during the year
HE=REE(ZE—XRF:=8R)' A included three directors (2016: three), details of their emoluments
BREFMOFBER L - 8T are set out above. Details of the remuneration for the year of
ZB(ZE-RFMB)WFARFE remaining two (2016: two) highest paid employees who are
EAHERITRABNGESHEENE neither a director nor chief executive of the Company are as
REFEHN T - follows:
2017 2016
AT BT
HK$'000 HK$'000
e LHEMER Salaries and other allowance 11,488 7.425
RIRERFT B Retirement benefit scheme contributions 116 94
11,604 7,519
RENFMN T THIHE : Their emoluments fall within the following bands:
2017 2016
EEAH BB A
Number of Number of
employees employees
7B 3,500,001 TR 4,000,000 7T HK$3,500,001 to HK$4,000,000 - 2
75,000,001 T2 % 5,500,000 7T HK$5,000,001 to HK$5,500,000 1 -
756,000,001 TR % 6,500,000 7T HK$6,000,001 to HK$6,500,000 1 -
BHE_Z—+FR-Z—RE+_H No emoluments were paid by the Group to the five highest paid
=+—BIEFE  XEETEADSE individuals (including directors and employees) as an inducement
BaFWAL(BRESEREER)X to join or upon joining the Group or as compensation for loss of
R FHMER IR AR R E SN E AR office during the years ended 31 December 2017 and 2016.

S B RO SRR S BRI 1B o
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BT BT
HK$°000 HK$'000
BIHATHIE Current tax:
RS PRC Enterprise Income Tax 1,795,459 1,928,324
BAENEN Hong Kong Profits Tax 6,311 380
A% B IEFRR Dividend withholding tax 171,089 -
1,972,859 1,928,704
BTFERETR Underprovisions in previous years:
R EATEHR PRC Enterprise Income Tax 39,928 120,443
IEFEFRIA - Deferred tax:
NEE (HaE31) Current year (Note 31) (297,305) 25,429
1,715,482 2,074,576
Bl BB AP R EmER ([ F Current tax provision represents provision for PRC Enterprise Income Tax
BRG] REBHESHAEE - ("PRC EIT") and Hong Kong Profits Tax.
RER » BEFER IR ERREF Hong Kong Profits Tax is calculated at 16.5% of the estimated assessable
) 16.5% & - profits for the year.
BETEARKNBECEMSTEA((DE Under the Law of People’s Republic of China on Enterprise Income Tax
FEEHE]D) ROEFREREE LT - B (the "EIT Law”) and Implementation Regulation of the EIT Law, the tax
WEBA AR —_EENE—A—B#ix rate of PRC subsidiaries is 25% from 1 January 2008 onwards, except
25% M9 TR REFS - N Rt I B B A BB for those subsidiaries described below.
AR o
ETHETREKLNRBATIEABENH Certain subsidiaries operating in the PRC were accredited as “High and
RIERITEE & BB Tl i % | New Technology Enterprise” by the Science and Technology Bureau of
B AH=F oREMHEELEEL relevant provinces and other authorities for a term of three years, and
R-E—REE—T— \FHE=15% were registered with the local tax authorities to be eligible to the reduced
HERPEREHE o 15% enterprise income tax rate in period from 2015-2018.
Btz b iREEF[2012)12% R BT Apart from that, according to the Guo Shui 2012 No. 12 and Cai Shui
[2011)585% » NEEE T HEME A TR 2011 No. 58, certain PRC subsidiaries of the Group are engaged in the
ETRI AR EITIEEMNEREE - & encouraged business activities under the Development of Western
R —EE T - TEKTEHE=E Region Program, and a preferential tax rate of 15% is granted for an
S 15% BYBEFIE o FEI - TR 15% M F extended period from 2011 to 2020. As a result, the tax rate of 15% is
R EENEAFIA SR o used to calculate the amount of current taxation.
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For the year ended 31 December 2017

(continued)

The tax charge for the year can be reconciled to the “profit before tax”

per the consolidated statement of profit or loss and other comprehensive

income as follows:

Profit before tax

Tax at the PRC Enterprise Income
Tax rate 25% (2016: 25%)

Tax effect of share of results of associates

Tax effect of income not taxable for tax
purposes

Tax effect of expenses not deductible for
tax purpose

Special deduction of research and
development costs

Income tax on concessionary rate

Effect of different tax rates of group entities
operating in Hong Kong

Utilisation of tax losses not recognised

Utilisation of deductible temporary differences
previously not recognised

Tax effect of tax losses not recognised

Tax effect of deductible temporary differences
not recognised

Underprovisions in previous years

Deferred tax on undistributed earnings
of PRC subsidiaries

Dividend withholding tax

Others

Tax charge for the year

China Resources Pharmaceutical Group Limited

T T
HK$'000

8,582,348

2,145,587
(35,199)

(60,117)
157,087

(86,773)
(304,930)

17,446
(107,585)

(981)
141,692

4,909
39,928

45,657
(171,089)
(70,150)

1,715,482

BT
HK$'000

8,042,665

2,010,666
(12,041)

(59,440)
189,212

(94,805)
(386,721)

54,174
(74,1398)

(27,180)
187,701

38,478
120,443

203,406

(75,179)
2,074,576
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For the year ended 31 December 2017

Profit for the year has been arrived at
after charging:

Staff costs

Directors’ remuneration

— Fees

— Salaries and other allowance

— Retirement benefit schemes contributions
Salaries and other allowance for other staff
Retirement benefit schemes contributions

for other staff

Total staff costs

Auditors’ remuneration
Depreciation of property, plant and equipment
Amortisation of intangible assets
(included in cost of sales)
Amortisation of prepaid lease payments
Allowance for slow-moving and
obsolete inventories
Cost of inventories recognised as an expense
Research and development expenditure
(included in other expenses)
Operating lease payments in respect of
rented premises
Exchange (gain) loss, net
Donations

and after crediting:

Dividend income
Government grants (Note)
Interest income

Gross rental income from investment properties
Less:
— direct operating expenses incurred for
investment properties that generated
rental income during the year

BT
HK$’000

1,244
22,260
133
6,969,907
689,659
7,683,203
18,012
1,262,790

226,615
76,300

36,564
143,463,829

858,024
532,910

(44,511)
14,765

6,618
364,641
253,959

99,689

(39,716)
59,973

BEFT
HK$'000

632
11,790
m
6,204,393
638,927
6,855,853
16,138
1,010,051

201,760
62,653

44,423
131,901,522

725,691
488,109

170,064
14,332

3,903
293,695
264,949

102,650

(34,765)
67,885
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ERZRRD BIIR72% K 28% Z Lt
BlmEEEEE (B 5) Rt R B %
BIRHEH 481,210,788.91 JT K B #E
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For the year ended 31 December 2017

(continued)

Note: Included in government grants, approximately HK$259, 138,000 during

the year ended 31 December 2017 (2016: HK$176,217,000), represent
compensation for expenses or costs already incurred or for the purpose of
giving immediate financial support to the Group with no future related
cost or without any conditions and accordingly, recognised in profit or loss
during the year ended 31 December 2017. The remaining amounts of
HK$105,503,000 during the year ended 31 December 2017 (2016:
HK$117,478,000), represent government grants in relation to the
purchase, construction or acquisition of non-current assets and accordingly,
recognised as other non-current liabilities, as disclosed in note 32.

As disclosed in the prospectus of the Company dated 17 October
2016, CRHP, Beijing Pharmaceutical Investment Limited (“Beijing
Pharmaceutical Investment”) and Beijing Equity Investment
Development Fund (Cayman Il) L.P., being the then shareholders
of the Company prior to the listing of the Company, approved the
Special Dividend on 9 October 2016 (the “Special Dividend
Shareholders’ Resolution”), pursuant to which the Company is
required to distribute the special dividend of approximately
HK$2,227.8 million from its consolidated retained earnings as of
30 June 2016 to CRHP and Beijing Pharmaceutical Investment in
the proportion of 72% and 28%, respectively, within 24 months
from the listing date of the Company (the “Special Dividend").
Besides, shareholders of the Company (other than CRHP and
Beijing Pharmaceutical Investment) are not entitled to the Special
Dividend.

Pursuant to the Company’s announcement dated 12 December
2017, the board of directors (the “Board”) of the Company
announced that, taking into account the distributable profits
attained by the Company, the Board has resolved to declare the
Special Dividend in the amount of HK$668,348,317.93,
representing a total of 30% of the Special Dividend, of which
HK$481,210,788.91 and HK$187,137,529.02 are distributed to
CRHP and Beijing Pharmaceutical Investment in the proportion of
72% and 28%, respectively, pursuant to the Special Dividend
Shareholders’ Resolution. As at 31 December 2017, the Special
Dividend has fully paid to CRHP and Beijing Pharmaceutical
Investment.
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For the year ended 31 December 2017

(continued)

Dividend for ordinary shareholders of the
Company recognised as distribution
during the year:

Final dividend paid in respect of the year ended
31 December 2016 — HK$0.09 per share
(2016: no final dividend declared in respect
of the year ended 31 December 2015)

BET T BT
HK$'000 HK$'000
565,606 -

Subsequent to the end of the reporting period, a final dividend in
respect of the year ended 31 December 2017 of HK$0.11 (2016:
HK$0.09) per ordinary share, in an aggregate amount of
HK$691.3 million (2016: HK$565.6 million), has been proposed
by the directors of the Company and is subject to approval by the
shareholders in the forthcoming general meeting.

Subsequent to the end of the reporting period, a final dividend of
subsidiaries in respect of the year ended 31 December 2017 of
subsidiaries, CR Sanjiu Pharmaceutical, Dong-E-E-Jiao and CR
Double-Crane, of RMB46 cents, RMB90 cents and RMB9.7 cents
per ordinary share, in an aggregate amount of RMB450,294,000
(equivalent to HK$538,687,000), RMB588,619,000 (equivalent to
HK$704,165,000) and RMB84,328,000 (equivalent to
HK$100,882,000) respectively has been proposed by the directors
of the subsidiaries respectively, and is subject to approval by the
shareholders of the subsidiaries in the forthcoming general
meeting.
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HEZZ—tF+-A=+—HILFE Forthe year ended 31 December 2017

15. BIREF

RRABHEBABEERERBNIZT IR

15. EARNINGS PER SHARE

The calculation of the basic earnings per share attributable to the owners

BEE - of the Company is based on the following data:
2017 2016
BT T BT
HK$'000 HK$/000
25 Earnings
ARTEGRERBIHARDTEAE A Profit for the year attributable to owners of the
FERFE AR Company for the purpose of basic earnings
per share 3,483,036 2,821,410
BREEE Number of shares
ARETESRERZRH Weighted average number of ordinary shares
INFEF L BARE for the purpose of basic earnings per share 6,284,506,461  4,912,481,540

HE—ZT—+F+-_BA=+—HBIEEH
RERIEBRITERBEN LB - R
HE-_Z—+F+-_A=+—HILFEY
E2V|GREERF -

RE-F—AF+-A=+—BILEEN
SR B 03 B BARIR R L R
PRI IRET T - T B
01T G B 7 S MR T 17 B H ) S
FHHE -

No diluted earnings per share is presented for the year ended 31
December 2017 as the Group had no potential ordinary shares in issue
during the year.

The calculation of diluted earnings per share for the year ended 31
December 2016 did not assume the exercise of the over-allotment
option granted upon the listing as the exercise price of this option was
higher than the average market price per share during the exercisable
period of this option.
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HE_Z—+F+-A=+—HLIFE Fortheyear ended 31 December 2017

16. Y13 - MENKRE 16. PROPERTY, PLANT AND EQUIPMENT
BRERE & GER#E  KEIE
Machinery NELE RE Funiture ~ Construction
BT and  Leasehold Motor and in
Buildings  equipment improvements vehicles fixtures progress
G v BB BETR BETR BETR G
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK§'000 HK$'000
A CosT
RIB-RE-A—B  At1lanuay2016 8748817 499,140 322,641 277942 99069 1485172 16,821,408
R Additions 628318 209,053 81,717 151,234 151,932 496180 1718434
e Disposals 01,008 (145,136) (70,310) (79875) (95,304) (63690)  (545323)
WEEHBATI (35)  Acquisition of subsiciaries (Vote 35) 171,190 29412 9625 9827 8006 2313 230433
HEWBAR(HE36)  Disposal of subsiciaries (Note 36) (34,960) (81,59) - (3347) 2,543) 6634 (129076)
EROREMEW18)  Tranfer from investment properties
(Note 18) 48643 - - - - - 48643
EETIWENE (H:18)  Transfer to investment properties (Note 18) (147,841) - - - - - (147,841)
v Transfers 133,011 430499 17,969 1742 94,248 (677,469) -
B Exchange realignment (499,484 (176311 21,196) (17,789) (63,405) ©5051)  (873.235)
RIB—°%F At 31 December 2016
t-A=t-8 8956686 5,262,065 340446 339735 1083630 1140881 17123443
hE Additions 65317 219999 97,086 48487 197,865 937958 1,566,712
e Disposals (4713)  (240,055) (8,075) (57,157) (57.718) (11418 (421555)
REEMBATI(M:35)  Acquisition of subsiciaries (Vote 35) 653,239 176,542 7934 16,487 20257 28,990 903,449
EREWENE (18)  Transfer from invesiment properties
(Note 18) 156,669 - - - - - 156,669
SBETEYE (H1518)  Transfer to investment properties (Note 18) (8,095) - - - - - (8,095)
& Transfers 703052 243,154 734 973 125641 (1,080,166) -
3k Exchange realignment 730,660 372,544 21453 24299 72815 93692 1315463
RZZ—tF At 31 December 2017
+-A=t-8 1121039 6,034,249 466,190 3284 1442490 1109937 20,636,086
& DEPRECIATION
RoB—NE-A—B  At1January 2016 1239047 1,836,827 21713 160,186 487,764 - 3945537
FREHR Provided for the year 233,004 527,581 42,455 52,381 154,630 - 1010051
R Eiminated on disposals (45985 (111,153) (62,359) (19,845) (87,550) - (326,891)
EM B AT (47#.36) Eiminated on disposal of subsiciaries
(Note 36) (10,605) (37,8%6) - (3,230) (1878) - (53,599)
EETWENE (H:18)  Transfer to investment properties (Note 18) (40341) - - - - - (40341)
EREE Exchange realignment (54,395) (97.943) (9,381) (13,059) (20,169) - (194,947)
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HE_Z—+F+-A=+—HLIFE Fortheyear ended 31 December 2017

16. Y% - WERRE (&) 16. PROPERTY, PLANT AND EQUIPMENT
(continued)
BN R g GARLE ERIR
Machinery NELE RE Fumniture ~ Construction
BT and  Leasehold Motor and in
Buildings  equipment improvements vehicles fixtures progress
AETT AT BETT BETT BETT AETT AETT
HK$'000 HK$'000 HKS 000 HKS 000 HK$/000 HK$000 HK$'000
RIE—E At 31 Decernber 2016
+-A=1-H 1,320,725 2117426 192429 176433 532,797 - 4339810
FREHR Provided for the year 408,247 575,734 43370 43587 186,852 - 1,262,790
HEM Eliminated on disposals (23,737 (210,135 (2,166) (49,638) (49,846) - (335,522)
EETWENE (H:18)  Transfer to investment properties (Note 18) (4853) - - - - - (4853
[EH A% Exchange realignment 111,87 161,376 10,763 14,485 27857 - 326,352
RZB—t%F At 31 December 2017
+-R=1+-H 1812,253 2,644,401 244,39 189,867 697,660 - 5588577
HE IMPAIRMENT
W=F-—7~F-F-H At1 January 2016 - 38,019 1439 - - 258,156 297,614
EREHR Provided for the year - 8,157 - - 2,862 - 11,019
HEHE Eiminated on disposals - (3,109) (1,185) - (184) - (4478)
HENBANMHA Eiminated on disposal of subsiciaries
(Wit 36) (Note 36) - (597) - - - - (597)
fE 5 A% Exchange realignment - (2,556) 92) - 247) (17,107) (20,002)
RZZ-1F At 31 December 2016
+-A=+-H - 39914 162 - 2431 241,049 283,556
FREHR Provided for the year - 13738 - - 356 - 14,09
L Eliminated on disposals - (8,088) - - (2,630) - (10,718)
[y A Exchange realignment - 5,844 - - 154 16,928 22,926
RIE—tE At 31 December 2017
+-A=1-H - 51,408 162 - 311 257977 309,858
REE CARRYING VALUE
RIE—t#E At 31 December 2017
+-A=1-H 9,398,143 3,338.440 221,632 182,957 744519 851,960 14,737,651
WIE—F At 31 December 2016
+-A=1-H 7,635,961 3,104,725 147,855 163,302 548402 899,832 12,500,077
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For the year ended 31 December 2017

(continued)

Due to physical damage and technical obsolescence in respect of the
Group's certain property, plant and equipment, the carrying values of
these property, plant and equipment were fully impaired and impairment
losses of HK$14,094,000 have been recognised for the year ended 31
December 2017 (2016: HK$11,019,000). The recoverable amounts of
the relevant assets have been determined on the basis of their value in
use.

The Group’s buildings are all situated in the PRC and are held under
medium term leases.

The Group's buildings with carrying value of HK$2,889,307,000 as at 31
December 2017 (2016: HK$1,870,784,000), are still in the process of
application of title certificates.

The Group's building with carrying value of HK$44,553,000 (2016: nil)
were pledged to secure the bank borrowings granted to the Group (Note
29).

The interest expenses of HK$36,051,000 during the year ended 31
December 2017 (2016: HK$34,922,000), were capitalised into
construction in progress.

The above items of property, plant and equipment, other than
construction in progress, are depreciated over their estimated useful lives
and after taking into account their estimated residual values, using the
straight-line method, as follows:

Buildings 20 to 35 years or over the relevant
lease terms, whichever is shorter

5to 10 years

5 years or over the relevant lease terms,
whichever is shorter

Motor vehicles 5 years

Furniture and fixtures 5 years

Machinery and equipment
Leasehold improvements
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For the year ended 31 December 2017

(continued)

During the year ended 31 December 2017, the Group rented out certain
properties located in the PRC to independent third parties/fellow
subsidiaries and transferred owner-occupied properties to investment
properties (Note 18). The carrying amount and fair value of the
properties were approximately HK$3,242,000 (2016: HK$107,500,000)
and HK$24,278,000 (2016: HK$279,739,000) on the date of transfer,
respectively. The excess of HK$21,036,000 (2016: HK$172,239,000) of
the fair value over the carrying amount was recorded in other
comprehensive income as a revaluation gain.

During the year ended 31 December 2017, certain investment properties
which have been rented out to independent third parties/fellow
subsidiaries have been transferred to property, plant and equipment
upon the change of their uses, evidenced by commencement of owner
occupation. The fair value of properties at the date of transfer amounted
to HK$156,669,000 (2016: HK$48,643,000) becomes the deemed cost
recognised as property, plant and equipment.
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BT BT
HK$'000 HK$' 000

5% COST
NG At the beginning of the year 2,623,394 2,674,034
NE Additions 232,778 141,227
HE Disposals (13,844) (39,353)
W EE B B A R (F7aE 35) Acquisition of subsidiaries (Note 35) 150,858 30,928
HEHMBAR (FE36) Disposal of subsidiaries (Note 36) = (4,235)
P 5 A% Exchange realignment 201,784 (179,207)
RER At the end of the year 3,194,970 2,623,394
#iy AMORTISATION
REH] At the beginning of the year 322,938 280,853
FREHE Provided for the year 76,300 62,653
Rk=2 6| Written off on disposals (1,175) 877)
B T B A BIRSE (et 36) Eliminated on disposal of subsidiaries (Note 36) = (825)
[ SR 3 2 Exchange realignment 32,100 (18,866)
RERX At the end of the year 430,163 322,938
RE IMPAIRMENT
REEF) At the beginning of the year 14,248 15,214
bE 5 EE Exchange realignment 999 (966)
RER At the end of the year 15,247 14,248
REE CARRYING VALUES
REFX At the end of the year 2,749,560 2,286,208
DA Analysis by:

BNEREE Current portion 76,300 62,653

JERNEAEE > Non-current portion 2,673,260 2,223,555
4Bzt Total 2,749,560 2,286,208

AEBEBENBEEFRBELN T BN H

T H SR -

situated in the PRC on medium term leases.

The Group's prepaid lease payments comprise leasehold interest in land

R-TB—+F+-_F=+—H A&£EE
EfE & 5% 7,938,000 THEMNEERIBE
HIEAAEBMERRITEIOET(ZZ
— N ) (FIEE29) o

20176 F EHBREEEERAR

The Group’s prepaid lease payments with carrying value of
HK$7,938,000 (2016: nil) were pledged to secure certain bank
borrowings granted to the Group (Note 29) as at 31 December 2017.



HEZZ—tF+-A=+—HILFE Forthe year ended 31 December 2017

HK$'000 HK$/000
BYETT BETFT
DMREE FAIR VALUE
REEA) At the beginning of the year 1,390,245 1,020,149
INE Additions - 1,382
= Disposal - (1,495)
HEHB AR (MiE36) Disposal of subsidiaries (Note 36) = (3,036)
E&EF RN R EBEEM Increase in fair value recognised in
profit or loss 57,772 218,260
BE Y - WENKE Transfer from property, plant and equipment 24,278 279,739
EREYE - BEKEE Transfer to property, plant and equipment
(Ktzt 16) (Note 16) (156,669) (48,643)
PE 5 A% Exchange realignment 97,459 (76,111)
RER At the end of the year 1,413,085 1,390,245

ERfFRENENRABER - FEEHN
BERREZEE=AEBINBAEERETT
HE- ERERSERIMBEEMEDE
1 UHEDEE M ERT REE M E A
g

AEBEREVER_T—EF+=A
=T —ANAREEDEREAEEY &
BENEY A ERBEEGHEMARRZELR)
FREEF AR A ANZSE A BETH
E@ﬁtﬁ R-E—tF+-_A=+—

CRRBEDRBRNEEE  ZEWE
m%ﬁTﬁﬂﬁumm%ﬂi&&E%%
I KB ) S TR B A T 45 2 R AT Al AT 3R o
mEAE2EYERNHEEMNES AR
SRR R E A B RIS RAIERE o 7
REDSEREBUBAYREERXSH
Bl EIMEELEHFHBAGT ROER
BENTSEHARRAEBEREMES
BORZE - REAMRANGERTALE
%}%iﬂiﬂft °

REFVENAABER  WENRS
REMAERARRE -

In estimating the fair value of investment properties, it is the Group's
policy to engage third party qualified external valuer to perform the
valuation. The management works closely with the qualified external
valuers to establish the appropriate valuation technique and inputs to the
model.

The fair value of the Group’s investment properties as at 31 December
2017 have been arrived at on the basis of a valuation carried out on
those dates by Vocation (Beijing) International Asset Valuation Co., Ltd,
an independent qualified professional valuers not connected with the
Group. As at 31 December 2017, the fair value was determined based
on the income approach, where the market rentals of all lettable units of
the properties are assessed and discounted at the market yield expected
by investors for this type of properties. The market rentals are assessed
by reference to the rentals achieved in the lettable units of the properties
as well as other lettings of similar properties in the neighbourhood. The
discount rate is determined by reference to the yields derived from
analysis the sales transactions of similar commercial properties in the PRC
and adjusted to take into account the market expectation from property
investors to reflect factors specific to the Group’s investment properties.
There has been no change from the valuation technique used during the
year.

In estimating the fair value of the properties, the highest and best use of
the properties is their current use.
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18. REW* (& 18. INVESTMENT PROPERTIES (continued)
NREBEAERGERFE(E) Fair value measurements and valuation processes
(continued)

TERIEBEEN -—_E—+ER-T The following table gives information about how the fair values of these
—XE+ A=+ —BREREWEALR investment properties are determined as at 31 December 2017 and
BENTES S (CESFAERNGER 2016, (in particular, the valuation techniques and inputs used), as well as
OREBASE)  URBEALBESSH the fair value hierarchy into which the fair value measurements are
AR A ERREE AR BEMSES categorised (Levels 1 to 3) based on the degree to which the inputs to
AL BEABR(E—Z5=HR) - the fair value measurements is observable.

RESBKMRR R

FEEBRNRENE

Investment properties held by the Group in RERLREERALE FUBREHABBHEA A EENER

the consolidated statement of DMABEESR Valuation technique(s) Relationship of unobservable

financial position Fair value hierarchy and key input(s) inputs to fair value

EEUESW E=R WNE

Commercial property units Level 3 Income approach

BE"ZtHF+-A=T-BLSE MRAGARSHENEEEERE
MERBARER MENLRA BEEHRBURED
B0 RZIRER ©

The key inputs for the year ended
31 December 2017 are

N TEEAESE  BLKARE  Anincrease in the monthly rental used

T(ZE—RF: ARETT) would result in an increase in fair value
measurement of the investment
(1) Average monthly rental: properties in similar extent,

RMB92 (2016: RMB72) per square meter.  and vice versa.

QIR HRTT%(ZF—RF:  FRAFRROBEM LA SRR

7.5%) ° ENENRABEANELEKBR
b RZIA

(2) Discount rate: approximately 7.7% Aslight increase in discount rate used

(2016: 7.5%). would result in a significant decrease

in fair value measurement to the
investment properties, and vice versa.

BHekEE 70%(Z5—R~F:  FRARSUEENBEHLIABES

9.8%) BRENENAA BB EHRAR
B RZIMA ©

(3) Rental yield: 7.0% (2016: 9.8%). Alight increase in rental yield
used would result in a significant
increase in fair value measurement to
investment properties, and vice versa.
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HE_Z—+F+-A=+—HLIFE Fortheyear ended 31 December 2017

18. REWME (&) 18. INVESTMENT PROPERTIES (continued)
AR EBEFTENGERRE(EZ) Fair value measurements and valuation processes
(continued)
NEREMK  AEENREYMEREE Details of the Group's investment properties and information about the
AR BEBRNEHSENT fair value hierarchy at the end of each reporting period are as follows:
R-Z=—tHF
+t=A=t-H
HAREE
Fair value as at
31.12.2017
BETT BETT
HK$°000 HK$°000
MR B R B Commercial property units located in the PRC 1,413,085 1,413,085

1 @ﬁ

F=H Fair value as at

Level 3 31.12.2016

BEFT BETFT

HK$’' 000 HK$’ 000

[ NEEEgEEES Y B 1va Commercial property units located in the PRC 1,390,245 1,390,245
RERNITEEASEHE =4 - There were no transfers into or out of Level 3 during the year.
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HEZZ—tF+-A=+—HILFE Forthe year ended 31 December 2017

19. & 19. GOODWILL
2017 2016
BT BT
HK$'000 HK$/000
5% COosT
REH] At the beginning of the year 17,518,849 16,516,258
W BEMI B A R), %55 (K13E 35) Acquisition of subsidiaries/businesses (Note 35) 1,887,251 2,155,042
bE 5 EE Exchange realignment 1,320,348 (1,152,451)
RER At the end of the year 20,726,448 17,518,849
e IMPAIRMENT
REY) At the beginning of the year 114,028 121,749
BERHREEE Impairment loss recognised 59,244 -
[E 7L Exchange realignment 8,564 (7,721)
RER At the end of the year 181,836 114,028
IREE CARRYING VALUE
REFER At the end of the year 20,544,612 17,404,821
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(A&

AEITRER S - BB ERAERF S
EE RS (W20 E) EDEEEE
MRTELASM(REELSEN])  Be
EXBUHBER=ZH MERDH Q)
EREAESER RQERTE - BN
REEGIRRABEEBR ENEETR
WeELEN  FEWET

(continued)

For the purposes of impairment testing, goodwill and trademarks with
indefinite useful lives (as disclosed in Note 20) have been allocated to
individual cash generating units (“CGUs") which are grouping into three
categories: (1) distribution of pharmaceutical products, (2) manufacturing
of pharmaceutical products in the PRC, and (3) retailing of
pharmaceutical products. The carrying amounts of goodwill (net of
accumulated impairment losses) allocated to the different CGUs are as
follows:

BT BT
HK$'000 HK$' 000
LA = Distribution of pharmaceutical products
REEFBL - CGU:

AalA Company A 2,158,466 2,017,064
NG Company B 1,577,124 1,473,806
~AIC Company C 1,068,160 998,184
NGIID) Company D 843,834 788,554
~AJE Company E 824,234 770,239
~alF Company F 620,906 580,230
YNCIL€E Company G 575,806 538,085
~AH Company H 553,404 517,150
NG Company | 394,944 369,071
NS Company J 276,254 314,053
~alK Company K 257,629 240,752
NGIIN Company L 233,472 218,177
NGV Company M 178,745 167,035
NG Company N 114,433 106,936
NEV Company V 207,503 193,909
YNCIDY Company X 240,207 -
NAEY Company Y 223,442 -
NEZ Company Z 197,385 -
NAEIAA Company AA 159,362 -
Hth Others 1,743,346 1,509,349
12,448,656 10,802,594
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HEZZ—tF+-A=+—HILFE Forthe year ended 31 December 2017

19. BE (&

19. GOODWILL (continued)

2017 2016

BT BT
HK$'000 HK$* 000
BEMAE Manufacturing of pharmaceutical products
REEEEN CGU:
A7)0 Company O 2,311,436 2,160,013
~AA]P Company P 1,224,266 1,144,064
~EIQ Company Q 368,515 344,374
~a]R Company R 327,602 306,141
~A]S Company S 318,655 297,780
RAE]T Company T 102,290 95,589
~NEIW Company W 1,688,539 1,647,507
~NAE]AB Company AB 468,763 -
~NAEJAC Company AC 293,205 -
~AE]AD Company AD 178,322 -
Hith Others 706,855 506,294
7,988,448 6,501,762
ERTE Retailing of pharmaceutical products
WEEEEBM - ARV CGU: Company U 107,508 100,465
20,544,612 17,404,821
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For the year ended 31 December 2017

(continued)

For the purpose of impairment testing, goodwill has been allocated to
individual CGUs. The recoverable amount of these CGUs has been
determined based on a value in use calculation. That calculation uses
cash flow projections based on financial budgets approved by
management covering a 5-year period with an average sales growth rate
of 3% 10 29.5% (2016: 4%-27.5%), and discount rate of 12% (2016:
12%) per annum as at 31 December 2017. These CGUs' cash flows
beyond the 5-year period are extrapolated using a steady growth rate of
3% (2016: 3%) as at 31 December 2017. The growth rates are based
on the relevant industry growth forecasts. Changes in selling prices and
direct costs are based on past practices and expectations of future
changes in the market. Management believes that any reasonably
possible change in any of these assumptions would not cause the
aggregate carrying amount of individual CGUs to exceed respective
recoverable amount of CGUs. In the opinion of the directors, no material
additional impairment loss of goodwill is identified at the end of the
reporting period.

During the year ended 31 December 2017, the Group recognised an
impairment loss of HK$59,244,000 (2016: nil) in relation to goodwill
arising on acquisition of Company J due to the intense competition in
the market of healthcare products which resulted in a decrease in sale
revenue for the year ended 31 December 2017 as compared to the
budget and the expected future cashflow is decreased accordingly. As a
result, the difference of recoverable amount, which is the value of use,
and the carrying amount is recognised as an impairment and charged to
profit or loss.
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(continued)

For the purpose of impairment testing, goodwill has been allocated to
individual CGUs. The recoverable amount of these CGUs has been
determined based on a value in use calculation. That calculation uses
cash flow projections based on financial budgets approved by
management covering a 5-year period with an average sales growth rate
of 3% to 27% (2016: 7%—-20%), and discount rate of 11%-12%
(2016: 11%-12%) per annum as at 31 December 2017. These CGUs’
cash flows beyond the 5-year period are extrapolated using a steady
growth rate of 3% as at 31 December 2017 (2016: 3%). The growth
rates are based on the relevant industry growth forecasts. Changes in
selling prices and direct costs are based on past practices and
expectations of future changes in the market. Management believes that
any reasonably possible change in any of these assumptions would not
cause the aggregate carrying amount of individual CGUs to exceed
respective recoverable amount of CGUs. In the opinion of the directors,
no material additional impairment loss of goodwill is identified at the
end of the reporting period.

For the purpose of impairment testing, goodwill has been allocated to
individual CGU. The recoverable amount of Company U has been
determined based on a value in use calculation. That calculation uses
cash flow projections based on financial budgets approved by
management covering a 5-year period with a sales growth rate of 8%
(2016: 8%), and discount rate of 11% (2016: 11%) per annum as at 31
December 2017. This CGU's cash flows beyond the 5-year period are
extrapolated using a steady growth rate of 3% (2016: 3%) as at 31
December 2017. The growth rates are based on the relevant industry
growth forecasts. Changes in selling prices and direct costs are based on
past practices and expectations of future changes in the market.
Management believes that any reasonably possible change in any of
these assumptions would not cause the carrying amount of that CGU to
exceed its respective recoverable amount of CGU. In the opinion of the
directors, no material additional impairment loss of goodwiill is identified
at the end of the reporting period.



IRA B RS R R M 5
Notes to the Consolidated Financial Statements

HE_Z—+F+-A=+—HLIFE Fortheyear ended 31 December 2017

20. B EE 20. INTANGIBLE ASSETS
BERARAA
SHRER  ESREN Deferred ~ BFBZ
Patents  Non-patent 2 development  Customer
and licences  technology  Trademarks costs  relationships

BB BB b S BB BB AT BB

HK$'000 HK$' 000 HK$' 000 HK$' 000 HK$' 000 HK$' 000 HK$' 000
KA cost
WZE—+4%-A-H At 1 January 2016 201,189 290,830 1,384,967 487,204 2,121,988 236,226 4,722,454
NE Additions - 5576 148 88835 - 26,714 121,273
He Disposals - - - - (5.235) (30,679) (35914)
WEMBAR (2 35) Acqisition of subsid/aries (Note 35) - - 106,733 - 158,052 - 264785
EH A% Exchange realignment (12,594) (22,494) (83,809) (31,625 (143445 (11,961) (305,928
RZE—~ET-A=1+—H At 31 December 2016 188,595 273,962 1,408,039 544,414 2,131,360 220,300 4,766,670
NE Additions 9,783 - 215 196,143 - - 206,141
HE Disposals (20,346) (2,308) - - (5.235) (22,297) (50,186)
eI B Al (At 39) Acqisition of subsidaries (Note 35) 83,780 15,654 10537 - 560,710 - 670681
5% Exchange realignment 17,788 33223 100,025 45,556 184,003 1,368 381,963
RZE—+E+ZA=1-H At 31 December 2017 279,600 320,531 1,518,816 786,113 2,870,838 199371 5975,269
e AMORTISATION
WZE—7"%—A—-H At 1 January 2016 64,937 154,610 58,618 139,887 304,490 103,232 825,774
EREHE Provided during the year 16,020 34,823 389 28,902 107,372 14,254 201,760
HEHE Eliminated on disposals - - - - (5) (16,506) (16,511)
s Exchange realignment (3,966) (14,865) (3,123) (8893) (19,041) (7,080) (56,968)
MZZ—REFZA=T—H  At31December 2016 76,991 174,568 55,884 159,896 392,816 93,900 954,055
EREHE Provided during the year 29,347 12,462 267 37,690 144,891 1,958 226,615
HEHE Eliminated on disposals (15,295) (1,347) - - - (15,783) (32,425)
EH AR Exchange realignment 6,147 19,992 4390 11,209 37617 1,101 80,456
WZE—+F+-A=1+-H At 31 December 2017 97,190 205,675 60,541 208,795 575,324 81,176 1,228,701
HE IMPAIRMENT
RZE—~F—-A—-H At 1 January 2016 1,588 1,297 - - - - 2,885
ERER Provided during the year 3231 - - - - - 3231
EH AR Exchange realignment 93) (78) - - - - (1m)
RZ—AE+-F=+-H  At31December2016 4726 1219 - - - - 5,945
EH A% Exchange realignment 9% 67 - - - - 163
MZZ—tFFZA=F—H  At31December 2017 4822 1,286 - - - - 6,108
BREE CARRYING VALUES
RZE—+F+ZR=1+—H At 31 December 2017 177,588 113570 1458275 577318 2,295514 118,195 4,740,460
RZZ-~E+-A=1-H At 31 December 2016 106,878 98,175 1,352,155 384518 1,738,544 126400 3,806,670

Eith F ZIREFAT & - Others mainly represent franchise rights.
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For the year ended 31 December 2017

(continued)

The above intangible assets, other than four (2016: three) trademarks
with a total carrying value of HK$1,359,432,000 as at 31 December
2017 (2016: HK$1,338,136,000) (which are allocated to the CGU of
Company O in note 19), have finite useful lives. Such intangible assets
are amortised on a straight-line basis over the following periods:

Patents and licences 5-10 years
Non-patent technology 5-10 years
Trademarks 5-20 years
Deferred development costs Not exceeding 5 years
Customer relationships 10-20 years
Others 5-10 years

As stated above, the trademarks with a total carrying value of
HK$1,359,432,000 as at 31 December 2017 (2016:
HK$1,338,136,000), are renewable continuously every ten years at
minimal costs. The directors of the Company are of the opinion that the
Group would renew the trademarks continuously and has the ability to
do so. Various studies including product life cycle studies, market,
competitive and environmental trends, and brand extension
opportunities have been performed by management of the Group,
which supports that the trademarks have no foreseeable limit to the
period over which the trademarked products are expected to generate
net cash flows for the Group. As a result, the trademarks are considered
by the management of the Group as having an indefinite useful life
because they are expected to contribute to net cash inflows indefinitely.
The trademarks will not be amortised until the useful life is determined
to be finite. Instead they will be tested for impairment annually and
whenever there is an indication that they may be impaired.

During the year ended 31 December 2016, impairment loss of
HK$3,231,000 (2017: nil) was recognised in profit or loss for patents
and licences since the relevant assets have been expired.
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21. R B ARRIKRE 21. PARTICULARS OF PRINCIPAL SUBSIDIARIES
REBRERR  RBHOZEWE R ARF At the end of each reporting period, a majority of these subsidiaries
LREBEE ZEWBRARANEEZEY operate in the PRC and Hong Kong. The principal activities of these
Bt - subsidiaries are summarised as follows:

FEERK FTEEEME MEBATEA
Principal activities Principal place of business Number of subsidiaries
2017 2016
B35 55 &F Manufacturing segment A B PRC 131 130
5 #4%> &B Distribution segment HE - B PRC, Hong Kong 131 113
T 5 EB Retail segment #E - FPRC, Hong Kong 48 54
HAb Others #E - &% PRC, Hong Kong 15 15
NN The Company
ARABIRATEEHBRRHES R The Company has equity interest in the following principal subsidiaries:
FREELRE
Rt=A=1-A
R E BEHE EYLAHMER  Equity interest attributable
HWEARER Place of Place of Fully paid to the Group TEEH
Name of subsidiary establishment E registered capital At 31 December Principal activities
2017 2016
ERREIRERAR ((ERBERR]) ik e AR 10,000,000,0007C 100% 100%  FAER
(W23 R4c) PRC PRC RMB10,000,000,000 Investment holding

China Resources Pharmaceutical Holdings Limited
Company (EEEZZRAERAF)
("CR Pharmaceutical Holdings") (notes 3 and 4c)

ERBEREERAA([EHRERE)) el el AR 500,000,000 100% 100%  RERR
(Hiitap) PRC PRC RMB500,000,000 Investment holding

China Resources Pharmaceutical Investment Company
Limited (ZHERREFRAT)

("CR Pharmaceutical Investment”) (note 4b)

EE-NBEWZ 1 3R 4) ik e ARH#9789000007T 63.60% 6360%  EREERHE

(R Sanjiu Pharmaceutical (notes 1, 3 and 4d) PRC PRC RMBY978,900,000 Manufacturing and sales of
pharmaceuticals products

EHRM (M) ik e AREL TN 65T 56.62% 5662%  RERR

CR Donge (note 4b) PRC PRC RMBA422,771,675 Investment holding

R (Hiat 1,2 4d) e e ARHEG54,021537 7T 19.75% 1776% ERLEREE

Dong-E-E-Jiao (notes 1, 2 and 4d) PRC PRC RMB654,021,537 Manufacturing and sales of

pharmaceutical products
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21. AMBABINKRE (&) 21. PARTICULARS OF PRINCIPAL SUBSIDIARIES
(continued)

AT (B) The Company (continued)

iRk 2EHEY
WEARER Place of Place of

Name of subsidiary

IRBESEERALRT
(ERBE)(Hiit4a)

Bejing Pharmaceutical Co., Ltd
(FRBEEEEREALT)
(“Beiiing Pharmaceutical”) (note 4a)

ERER(WH 1 k4d)
CR Double-Crane (notes 7 and 4d)

EPRARERAERAA
(Hrztap)
(note 4b)

HEE=NBEEFERAR
(Wiitap)
(note 4b)

BN EEERAR
(Hiztap)
(note 4b)

ERWRBEERAF(ERLR ) WZ4)
China Resources Shandong Pharmaceutical Co., Ltd
(EBUREZEARAF) ("CR Shandong") (note 4b)

EREEREERLA)
(Hiztap)
(note 4b)

EFTRERARAT (M)

China Resources Henan Pharmaceutical Co., Ltd
(ZBTREEERAT) hotedd)

CHEBEEBRAMAR
(Hiztap)
(note 4b)

IREREREEERAMAT

(Hiztap)
(note 4b)

192

2017 FFHR  ERBEEEERDOA

establishment

i
PRC

G
PRC

G
PRC

i
PRC

i
PRC

o
PRC

i
PRC

i
PRC

i
PRC

i
PRC

YL AEMER

Fully paid

operation registered capital
HE AR#2,320,000,0007
PRC RMB2,320,000,000
i AEE724,4706317C
PRC RMB724,470,631
HE AE#5191,70335 7T
PRC RMB5,191,703,356
HE AR#60,000,0007T
PRC RMB50,000,000
HE AE#500,000,0007C
PRC RMB500,000,000
HE AE#500,000,0007
PRC RMB500,000,000
HE AR 150,000,000
PRC RMB150,000,000
HE AR 505,146,8007C
PRC RMB505,146,800
HE AEH82,6087007
PRC RMB82,608,700
ki AEH59,326,8007T
PRC RMB59,326,300

Principal activities

AR

Investment holding

EREERHE
Manufacturing and sales of
pharmaceutical products

EREE

Trading of pharmaceuticals products

EmiE
Sales of pharmaceutical products

BotE
Manufacturing of pharmaceutical
products

HEmie

Sales of pharmaceutical products

BmE

Sales of pharmaceutical products

EmiE
Sales of pharmaceutical products

EniE
Manufacturing of pharmaceutical
products

REBEERE
R+=A=t-8
Equity interest attributable
to the Group FTEEK

At 31 December
2017 2016
100% 100%
59.99% 59.99%
100% 100%
63.60% 63.60%
63.60% 63.60%
100% 100%
100% 100%
100% 100%
59.99% 59.99%
59.99% 59.99%

B

Sale of pharmaceutical products
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21. AMBABINRE (& 21. PARTICULARS OF PRINCIPAL SUBSIDIARIES
(continued)

VINNEINE-)) The Company (continued)

iRk
Place of
establishment

Equity interest attributable

WEARER
Name of subsidiary

TERH
Principal activities

ERREREERAR
(Hizt4p)
(note 4b)

ERTLBEERAR
(Hizt4p)
(note 4b)

ERIHEEERLR)
(Hiitap)
(note 4b)

EREOALR)BEERAR
(Hiztap)
(note 4b)

ERREEEBRAR
(Bt 4p)
(note 4b)

EBHIEEERAR)
(Hitap)
(note 4b)

ERNMENEEERAR)
(Hizt4p)
(note 4b)

EEERBEARAR((EREREE])
(Mt 4a)

CR Guangdong Pharmaceutical Co., Ltd
(EREREEERAR)
("CR Guangdong Pharmaceutical”) (note 4a)

EHEE(HG)BRAR
(Bret4p)
(note 4b)

ERNRRREEERAR
(Hiztap)
(note 4b)

i
PRC

i
PRC

i
PRC

i
PRC

i
PRC

i
PRC

i
PRC

e

PRC

e

PRC

i
PRC

EENY BT MEMER
Place of Fully paid
operation registered capital
el 130,000,007
PRC RMB30,000,000
HE AR#330,000,0007C
PRC RMB330,000,000
HE AR#500,000,0007C
PRC RMB500,000,000
HE AR 16,000,000
PRC RMB16,000,000
HE AE#200,000,0007
PRC RMB200,000,000
HE AE#352,000,0007C
PRC RMB352,000,000
HE AR#50,000,0007T
PRC RMB50,000,000
HE AR 405,755,000 70
PRC RMB405, 755,000
e ARH50,000,0007C
PRC RMB50,000,000
HE AE#100,000,0007
PRC RMB100,000,000

to the Group
At 31 December
2017 2016
100% 100%
100% 100%
100% 100%
55.65% 55.65%
70% 70%
60% 60%
51% 51%
70% 70%
70% 70%
51% 51%

China Resources Pharmaceutical Group Limited

EmE

Sales of pharmaceutical products

EmE

Sales of pharmaceutical products

EmiE
Sales of pharmaceutical products

En#E
Sales of pharmaceutical products

BER#E

Sales of pharmaceutical products

BER#E

Sales of pharmaceutical products

EmiE
Sales of pharmaceutical products

ERE

Sales of pharmaceutical products

g

Sales of pharmaceutical products

EmiE

Sales of pharmaceutical products
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21. RITBRARNIRE (& 21. PARTICULARS OF PRINCIPAL SUBSIDIARIES
(continued)
VINNEINE-)) The Company (continued)

YB3 BEBE BYLAFMER  Equity interest attributable
WEARER Place of Place of Fully paid to the Group TEER
Name of subsidiary establishment operation registered capital At 31 December Principal activities
2017 2016
EREBEEARAR e e ARH10,0000007T 100% 100% EREE
(Hiztap) PRC PRC RMB10,000,000 Sales of pharmaceutical products
(note 4b)
EREHEEARAT e e ARH200,0000007T 100% 100% EREE
(Hiztap) PRC PRC RMB200,000,000 Sales of pharmaceutical products
(note 4b)
IRENEREEEREAAT e e AR%2,8000007T 59.99% 5999%  EmE
(Wiztap) PRC PRC RMB2,800,000 Sales of pharmaceutical products
(note 4b)
EFME(LE)EEERAA e e AR 51,0000007C 60% 60% EREE
(Wizt4p) PRC PRC RMB51,000,000 Sales of pharmaceutical products
(note 4b)
EPREREAELRERLA IRAZAENER ik e ARH88,067,0007T 63.60% 6360% EREE
(SB)ERAR) (BB Hit4p) PRC PRC RMB88,067,000 Manufacturing of pharmaceutial
EREHEAZEBRARF (formerly known as products

Kunming Shenghuo Pharmaceutical Group Co., Ltd
BB EE(£E)FRAE)("Kunming Shenghuo”)

(note 4b)

SHREE (80 BRELARA HE e A 75,000,007 59.99% TER BR4E
(it an) PRC PRC RMB75,000,000 WA Manufacturing of pharmaceutical
(note 4b) products

194 2017 4 EHBEKEARAR
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For the year ended 31 December 2017

(continued)

Notes:

1.

CR Sanjiu Pharmaceutical and Dong-E-E-Jiao are listed on the Shenzhen
Stock Exchange and CR Double-Crane is listed on the Shanghai Stock
Exchange.

As at 31 December 2016, Dong-E-E-Jiao is considered as a subsidiary of
the Group as CR Donge, a 56.62% subsidiary of the Company, holds a
23.14% equity interest in Dong-E-E-Jiao as the single largest shareholder.
The Group is able to exercise control since over 50% of the board of
directors are nominated by the Group. During the year ended 31
December 2017, the Group acquired additional equity interest of 1.99%
in Dong-E-E-Jiao and the Group’s equity interest in Dong-E-E-Jiao was
increased from 17.76% to 19.75% accordingly.

CR Pharmaceutical Holdings issued unsecured non-listed bonds and
unsecured corporate bonds and CR Sanjiu Pharmaceutical issued an
unsecured corporate bonds which are listed on the Shenzhen Stock
Exchange as at 31 December 2016 and 2017, respectively. Details are set
out in note 30.

For those subsidiaries established in the PRC, their kind of legal entity is as
follows:

(@  sino-foreign equity joint venture
() limited liability company
© wholly foreign owned enterprise

(d)  joint-stock limited company

China Resources Pharmaceutical Group Limited Annual Report 2017
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BEBRERAAEHETEFARE
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For the year ended 31 December 2017

(continued)

Except for Beijing Pharmaceutical Investment and Management (BVI)
Limited, CR Pharmaceutical Holdings, China Resources Pharmaceutical
Trading Limited, China Resources Pharmaceutical Retail Group Limited
and China Resources Pien Tze Huang Pharmaceutical Company Limited,
which are held directly by the Company, all other subsidiaries are held
indirectly by the Company.

The above table lists the subsidiaries of the Company which, in the
opinion of the Directors, principally affected the results or assets of the
Group. To give details of other subsidiaries would, in the opinion of the
directors, result in particulars of excessive length.

As at 31 December 2017, none of the subsidiaries had issued any debt
securities except for CR Pharmaceutical Holdings Ltd. which has issued
RMB3,400,000,000 (equivalent to HK$4,067,420,000) (2016:
RMB8,400,000,000 (equivalent to HK$9,390,612,000)) of bonds and
CR Sanjiu Pharmaceutical which has issued RMB499,843,000 (equivalent
to HK$597,962,000) (2016: RMB499,412,000 (equivalent to
HK$558,307,000)) of bonds, in which the Group has no interest.

BT T BT T
HK$'000 HK$’ 000
FELETINRD © IRAKANET Unlisted shares, at cost 1,776,835 1,658,228
SRR RF) - HIBRBE R E R Share of post-acquisition profits, net of
EzmiA dividends received and other
comprehensive income 423,935 290,514
2,200,770 1,948,742

20176 F EHBREEEERAR
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22. REt&E N EHER (&)
REBR _E—+ER_ZT—X~F+=A
=T HRNEEBBMEQFEB/EHIAT -

BaEES
Place of SfER  KWEARMGRE
BeEnRER registration Registered  Equity interest held
Name of associate and operations capital by the subsidiary
R+=A=+-H
At 31 December
2017 2016
AEREENHRERERRA o AE#800,0046007C  5.88%  20.00%
Hefei Tianmai Biotechnology PRC RMB800,004,600 (A1)
Development Co., Ltd ("Hefei Tianmai”) (Note 1)
(BREREEMRBERERAR)
("RIEXRE")
“ZE)RRPEREERAA & AE#9,680,0007T  49.89%  49.89%
PRC RMB9,680,000
REHEEEARDA i AR#30,0000007C  49.00%  49.00%
PRC RMB30,000,000
EFHEERAR(EHHE") H £71258333334  40.00%  NEA
(Hf£2) PRC USD258,333,334 N/A
(Note 2)

China Resources Pharmaceutical Group Limited

rEEEGRE
Attributable equity

interest to the Group
mt=A=t-H
At 31 December
2017 2016

5.88%
(HizE1)
(Note 1)

20.00%

31.73%  31.73%

2940%  29.40%

40.00%  TEA

NA

22. INTERESTS IN ASSOCIATES (continued)

Particulars of the Group’s principal associates as at 31 December 2017
and 2016 are set out below.

TERHK

Principal activities

BT - B LERKE

Research and development,
production and sales of
pharmaceutical products

EnitE
Manufacturing of
pharmaceutical products

EmEE
Sales of pharmaceutical products

ftRAMERE HE RER
H it AR R RERRE

Engaged in financial leasing,
leasing, factoring and other
related consultancy and
guarantee services
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For the year ended 31 December 2017

(continued)

Notes:

1. On 21 November, 2017, the directors of 284 B HEHR A ] ("%
EYEEZE”), an indirectly-owned subsidiary of the Company, approved to
dispose of 14.12% equity interest in Hefei Tianmai to the major
shareholder of Hefei Tianmai. As stated in the share subscription
agreement between £ B 4 ¥ & % and the major shareholder under
which ZE B 4 ¥ 8 % acquired 20% equity interest in Hefei Tianmai in
December 2016, if Hefei Tianmai did not obtain the “Good Manufacturing
Practice” production license as at 31 December 2017, 2 B4 )88 %% can
sell back 14.12% equity interest of Hefei Tianmai to the major shareholder
(the "Buy-Back”) at an agreed consideration. As a result, the carrying
amount of HK$1,146,564,000, which representing the fair value of
14.12% equity interest in Hefei Tianmai as at 31 December 2017, was
reclassified from interests in associates to assets classified as held for sale.

The Group retains the remaining 5.88% equity interest in Hefei Tianmai as
interest in an associate as at 31 December 2017 due to B4 ) 28 %% still
having two directors in the board of the directors of Hefei Tianmai which is
considered as giving rise to significant influence over the entity. On 16
January 2018, the Group informed the management of Hefei Tianmai in
writing of the intention to exercise the Buy-Back. Upto the date of this
report, the Buy-Back is yet to be completed.

2. On 28 December 2017, CR Pharmaceutical Holdings and 22 68 % 2 £
A R 2 &, indirectly held wholly-owned subsidiaries of the Company
acquired 20% equity interests each in an associate, 2 B & from China
Resources Leasing (HK) Company Limited, an indirectly wholly-owned
subsidiary of its controlling shareholder, China Resources Co., Limited at an
aggregate consideration of RMB889.4 million (equivalent to HK$1,064.0
million) which was included in payable for acquisition of associates in Note
41 (I (i) Note c. As the Group has appointed 2 out of 5 directors in Z£&
FHE upon the completion of acquisition, the 40% equity interest in ZE ;&
FHE was recognised as interests in associates.

The directors of the Company consider that the aforesaid principal
associates are not material to the Group’s total assets and therefore no
detail and separate financial information has been disclosed.

The associates are accounted for using the equity method in these
consolidated financial statements.
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23. AIHEERE 23. AVAILABLE-FOR-SALE INVESTMENTS
2017 2016
BT T BT
HK$'000 HK$' 000
AEHERERRE ! Available-for-sale investments comprise:
JELTIRE Unlisted investments
BERTES - mARBEST(HaF1)  Asset-backed securities, at fair value (Note 1) 412,484 -
AR E - SRRRAET (BYaE2) Equity investments, at cost (Note 2) 153,234 164,937
Htth - AR EER (A15E3) Others, at fair value (Note 3) 6,381,025 3,648,846
6,946,743 3,813,783
S REPREEE Less: Accumulated impairment losses (55,629) (41,431)
mEt Total 6,891,114 3,772,352
MEHRBNINE : Analysed for reporting purposes as:
B E Current assets 6,556,642 3,648,846
EREEE Non-current assets 334,472 123,506
6,891,114 3,772,352
ZiPREBES Movement in the accumulated impairment losses
2017 2016
BT T BT
HK$'000 HK$' 000
REEF) At the beginning of the year 41,431 39,838
BRI EEE Impairment losses recognised 10,919 4,310
[E N & Exchange realignment 3,279 (2,717)
REFR At the end of the year 55,629 41,431
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(&
(continued)
Btet - Notes:
1. THEALNEEREELFFERIKE - [ 1. The amounts represented the Group'’s investments in asset-backed

R T E =Ty BITR% F AR KA
# o REFEWB =M ARES  ZHK
BHZDR—F—NF+—HA —F—N
F—ARZFE-NF+—HFH -

REFHI L TIREREHERBEEZF
—tFERE—ANFFA=1+—HIF
ERFEEEI A ERBEITAIE LT
BRAGFES « ZEHFTHAEBEERE
HERE - DI RIAEIE - HIZA A
WEHRAREFE  BAREEANE
EEFHBEEARK A NGIEFEREE
AR EBETAAEE - ZERER-F
—+FE+ = F=+— AR R EEBE
55,629,000T( — & — ;N F: F K
41,431,000T) °

AR =_F—+tF+=A=+—HAX
EEHRRITRABEEGFANGHE LT
o & BB #6381,025000T( —F
—N4E 1 BHE3,648846,0007T) ° iZEH
BHTEAREEES D FETTEX
EEAFIEHERE -

2017 FFHR FRBEEEERLIF

securities with returns linked to the performance of those securities which
were issued by independent third parties in the PRC. The Group acquired
three subordinated tranches of securities and these tranche of securities
mature on November 2018, January 2019 and November 2019,
respectively.

The Group’s unlisted equity investments represent investments in unlisted
equity securities issued by private entities established in the PRC during the
years ended 31 December 2017 and 2016. These unlisted private entities
are principally engaged in pharmaceutical products research and
development, distribution and related operations. They are measured at
cost less impairment at the end of the reporting period because the range
of reasonable fair value estimates is so significant that the directors of the
Company are of the opinion that their fair values cannot be measured
reliably. The accumulated impairment in respect of such investments as at
31 December 2017 amounted to HK$55,629,000 (2016:
HK$41,431,000).

Others include structured deposits entered into by the Group with the
banks and the financial institutions amounting to HK$6,381,025,000 as at
31 December 2017 (2016: HK$3,648,846,000). These structured deposits
(where the effect of structured element is not material) are designated as
available-for-sale investments.
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24. Ht3ERBEE 24. OTHER NON-CURRENT ASSETS
2017 2016
BT BT T
HK$’ 000 HK$' 000
WEEE - BB RERERS Deposits for acquisition of property,

plant and equipment 274,048 266,141

WEENHEERIERS Deposits for acquisition of prepaid lease
payments 15,121 57,450
WEEFEERS Deposits for acquisition of intangible assets 14,372 6,540
Hh Others 34,258 7,049
337,799 337,180

25. 78 25. INVENTORIES

2017 2016
BT T BT T
HK$’ 000 HK$' 000
EM R Raw materials 3,195,945 2,569,699
BEME Packaging materials 54,190 42,296
EER Work in progress 1,351,428 608,390
SR Finished goods 16,804,735 15,638,736
21,406,298 18,859,121
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6. &5 RHEMBUFIR 26.

TRADE AND OTHER RECEIVABLES

2017 2016

BT BT T

HK$’ 000 HK$' 000

B 5 IR Trade receivables 50,558,374 42,394,252
BB EWGRIERE Less: Allowance for doubtful debts (477,858) (387,8398)
50,080,516 42,006,414

e =% Bills receivable 8,790,247 6,105,764
ERERIE Prepayments 2,829,939 1,823,037
H b pel I8 Other receivables 5,586,257 4,565,769
B o Eoqth E U R IE Less: Allowance for other receivables (158,990) (163,588)
67,127,969 54,337,396

AEBE-—RAEBHIRERTFNTF3I0E
NOXWEEEH VAMEERFLEREE
BERZE240K MEBERTEETRFH
B9ERGEEREIME - RZ2T—tF
TZA=+—8 ' EREEMNHABRN T30
ZE180AR(ZZF—7"F : 302 180:K) °

BE-_Z—+tFR_ZT—X~"F+=A
=+—RLEE ASEEREREEN
MREHENE S RBFIBNRERI T

The Group generally allows credit periods ranging from 30 to 120 days
to its trade customers, which may be extended to 240 days for selected
customers depending on their trade volume and settlement terms. The
bills receivable have maturity period ranging from 30 to 180 days as at
31 December 2017 (2016: 30 to 180 days).

The aging analysis of the Group’s trade receivables, net of allowance,
based on invoice date at the years ended 31 December 2017 and 2016
are as follows:

2017 2016

BT BIETIL
HK$’ 000 HK$' 000
0&30K 0-30 days 18,332,642 18,282,964
31 260K 31-60 days 7,929,138 7,166,347
61290k 61-90 days 5,127,912 4,172,059
91 & 180k 91-180 days 10,728,104 7,928,247
181 & 365K 181-365 days 7,483,440 4,009,438
BEF Over 1 year 479,280 447,359
50,080,516 42,006,414

202 2017 6 FHk EHBEEEARAR
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26. B R EHAEWRRIE (& 26. TRADE AND OTHER RECEIVABLES (continued)

Hz_Z2—+tFrk_ZT—XF+=A The aging analysis of the Group’s bills receivable based on issue date at
=+ —BIFE  AEBEERELBHY the years ended 31 December 2017 and 2016 is as follows:
FERBRBEA BRI ST -

2017 2016

BT T BT

HK$' 000 HK$’ 000

0&30K 0-30 days 3,463,726 2,595,739
31E£60K 31-60 days 1,231,698 932,319
61E 90K 61-90 days 1,249,963 985,526
912180k 91-180 days 2,844,860 1,592,180
8,790,247 6,105,764

REMEMFZER - NREEE R
BERPHEEERIARATEFNERR
BH-BTEPHRETFEZMK - BTE
BHITME R E R E 5 R YRR R A
FRADER ©

R-B—+F+-A=1+—HBAEENE
55 IR W 30 IB B 3 1A R 45 HF K 180 HA 19 FE Uk B
RERTEE A8 17,962,720,000L( =&
— N B #4,454,390,0007T) 0 BEEHRP
BEHEANERRAL EREEREFH M
KBE - AEB T ERZSEKKBEE
[EREE:$i

BRI ERE R E 5 B UGRIR IRER

Before accepting any new customer, management of the Group
estimates the potential customer’s credit quality and defines credit limits
by customer. Limits attributed to customers are reviewed twice a year.
Trade receivables that are neither past due nor impaired have no default
payment record.

Included in the Group’s trade receivables are debtors with a carrying
amount of HK$7,962,720,000 as at 31 December 2017 (2016:
HK$4,454,390,000) which are past due at the end of the reporting
periods but are regarded as not impaired as there has not been a
significant change in the credit standing of the debtors. The Group does
not hold any collateral over these receivables.

Aging of trade receivables that are past due but not
impaired

2017 2016

BT T AT

HK$’ 000 HK$' 000

LI F Less than 1 year 7,483,440 4,008,091
Bim1F Over 1 year 479,280 446,299
7,962,720 4,454,390

HEEE —HENFIEN AR EIERE - K
SEEZREBANERARRBNLEE
FEEZANRERTEHETHNES - AR
AEENEFPHEEZATF  BWEER
BETREEAR - ARREERS HAE
HREAESAMBRETIELBENRESE
—HEHBEE A -

In determining the recoverability of a receivable, the Group considers
whether there has been adverse change in the credit standing of the
debtors from the date credit was initially granted. The concentration of
credit risk is limited as the Group’s customer base comprises of a large
number of customers. The directors of the Company believe that there is
no further credit provision required in excess of the allowance for
doubtful debts already provided for in the consolidated financial
statements.
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(& (continued)
BT T BT
HK$' 000 HK$' 000
B S5 BEWRRIE Trade receivables
NG At the beginning of the year 387,838 376,487
FREMESEE Amount written off during the year (9,343) (35,777)
EHERBIEEE Impairment losses recognised 94,164 93,096
(S EINRET il Impairment losses reversed (27,657) (12,919)
HE 5, R Exchange realignment 32,856 (33,049)
RER At the end of the year 477,858 387,838
H it EUFIE Other receivables
REEA]) At the beginning of the year 163,588 144,104
FAEMEESEE Amount written off during the year (29,341) (6,268)
BRI EEE Impairment losses recognised 33,702 58,346
BEEIRERE Impairment losses reversed (21,216) (23,451)
bE 5 A% Exchange realignment 12,257 (9,143)
RER At the end of the year 158,990 163,588

R-_ZE—+F+-_A=+—H8 REEHE
BiEE TEBAEM S ER 2R E EYGK
TE 48 58 5 15636,848,000 7T ( — T — /N £ ¢
75 551,426,000 7T) ° ZEEHALEE#E
1TE B EMER I BUR - NEE I &
ZERBFESEEAERS -

R-E—+F+-A=+—H A£EX
EEFESERERFERERERE A
1,320,362,0000( = T — N F: B
2,164,944,00070) * AERE FTIRTER
(K #F29) BEEFBRERBEE BB K
294,428,000t( = & — XN F: B ¥
420,910,0007T) * AEREN ZIH (=T
28) °

20176 F EHBREEEERAR

Included in the allowance for doubtful debts are individually impaired
receivables due from certain debtors with an aggregate amount of
HK$636,848,000 as at 31 December 2017 (2016: HK$551,426,000)
which have either been placed under liquidation or are in financial
difficulties. The Group does not hold any collateral over these receivables.

As at 31 December 2017, the Group has pledged trade and bills
receivables of HK$1,320,362,000 (2016: HK$2,164,944,000) to secure
certain bank borrowings (Note 29) and pledged bills receivable of
HK$294,428,000 (2016: HK$420,910,000) to secure the bills payable
(Note 28).
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27. BB ITER $RI1T4 8 27. PLEDGED BANK DEPOSITS/BANK BALANCES
S& kA AND CASH

2017 2016

BT T BT
HK$’ 000 HK$' 000
AR EMEEHEERRITIER Pledged bank deposits for bills payable 2,554,080 2,662,684
EREZFEIHB LR ={EA Guarantee deposits and other restricted
B E 0 52 BR I 5K deposits with maturity less than three
months 12,901 12,055
BIEMRITIE R4 Total pledged bank deposits 2,566,981 2,674,739
AEBRTER IR 2 BEREE Included in the Group’s bank balances and cash are time deposits with
1,010,005,000t( — & — <X F + = A maturity more than three months but less than one year of
=+—HB:BIR=EARE-FRNIIHN HK$1,010,005,000 (31 December 2016: nil), which are carrying interest
TEREH - IREEMHFIE1.88%E1.93% at market rates ranging from 1.88% to 1.93% per annum.
TR
RZZE—+tF+-_A=1+—H KEEH Bank balances of the Group carry interest at market rates ranging from
RITEBRENTEEIE%(ZE—RF: nil to 3.6% (2016: nil to 11.30%) per annum as at 31 December 2017.
TE11.30%) WFETHFETR -
R-ZE—+E+-_A=+—08 AEED Pledged bank deposits of the Group represent deposits pledged to banks
BIRIRITERIEBERETRE (BIEER to secure banking facilities including bills payable and carry interest at
ER)MBRTRITINER BN T market rates ranging from 0.30% to 1.75% (2016: 0.35% to 0.42%)

030% E£1.75% (=& — XF :035% & per annum as at 31 December 2017.
0.42%) HFEMHFEGE °
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B2 RENFR
FENRIE

FEURIR

fEst s

RS,

H At e IR

Hip et &M

H At A
FETSEIERR AR LR

SRUCHEHT A R e FE T IR
FRUEBRE & A B 6 FE T IR

FEERNTHEERENF30E120K -
BENZEHEBENTF30E180 KM ER - B
—E—+tF+-A=+—8 NEEBE
1,920,463,0007L( = & — X F:
2,164,944,00070) M EN RE AR A S B IR
{8 B4 8 294,428,000 T ( —FE— /K4
75 420,910,000 7T) H FE UL = 4% (F9 5% 26)

o

Trade payables

Bills payable

Receipts in advance

Accrued salaries

Interest payables

Other taxes payable

Other accrued expenses

Other payables

Dividend payables to non-controlling
shareholders

Payables for acquisition of subsidiaries

Payables for acquisition of associates

Ko 7 ¥ 2,554,080,000 7T ( —F — N4 1
¥ 2,662,684,000 7T) K B2 R ER1 T 5K (M

FE27)FTHEMR o

20176 F EHBREEEERAR

T T
HK$’ 000

30,310,063
11,881,483
1,458,105
1,365,439
216,742
867,029
3,123
8,652,708

582,581
927,919
230,500

56,495,692

BT

HK$’ 000
25,710,228
14,117,035
954,780
1,166,943
273,559
614,150
2,981
5,934,467

339,434
626,776
1,220,608

50,960,961

The average credit period on purchases of goods ranging from 30 to
120 days. The bills payable have maturity period ranging from 30 to 180
days. As at 31 December 2017, the Group’s bills payable of
HK$1,920,463,000 (2016: HK$2,164,944,000) were secured by the
Group'’s bills receivable (Note 26) with carrying amount of
HK$294,428,000 (2016: HK$420,910,000) and pledged bank deposits
(Note 27) of HK$2,554,080,000 (2016: HK$2,662,684,000).
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28. B R EHAENTRIE (&) 28. TRADE AND OTHER PAYABLES (continued)

AEEREREHARERBZANNE S Aging analysis of the Group's trade payables based on invoice date at
T RERRR AT - the end of each reporting period is as follows:

2017 2016

BT T BT

HK$’ 000 HK$' 000

0&E 30K 0-30 days 18,208,036 18,055,343
31 £ 60K 31-60 days 5,108,347 3,015,210
61 290K 61-90 days 2,059,560 1,587,367
BB 90X Over 90 days 4,934,120 3,052,308
30,310,063 25,710,228

AEENSREARENZE L B AN ER Aging analysis of the Group’s bills payable based on issue date at the

SRR - end of each reporting period is as follows:
2017 2016
BT BT
HKS$'000 HKS$' 000
0E30K 0-30 days 9,523,518 12,111,257
31E60K 31-60 days 723,160 462,193
61 290K 61-90 days 622,845 439,468
i@ 90K Over 90 days 1,011,960 1,104,117
11,881,483 14,117,035

China Resources Pharmaceutical Group Limited

Annual Report 2017 207




e RRANE

Notes to the Consolidated Financial Statements
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29. SRITER

29. BANK BORROWINGS

2017 2016

BT T BT
HK$’ 000 HK$' 000
IRITE Bank loans
HEH Secured 548,727 1,346,880
R Unsecured 31,661,061 14,415,633
32,209,788 15,762,513
ERRER Fixed rate borrowings 21,121,006 4,671,778
TFENFRETK Floating rate borrowings 11,088,782 11,090,735
32,209,788 15,762,513
JEERAREE (EREEERD) Carrying amount repayable
(based on scheduled repayment terms):
—F LR Within one year 31,158,736 13,737,020
—F A EHBDRME More than one year, but not more than
two years 926,889 1,066,751
MELAEBDRAF More than two years, but not more than
five years 124,163 958,742
32,209,788 15,762,513
B RBBEE T TREIESRE Less: Amount due shown under current
liabilities:
—F AR EHA Due within one year (26,425,320) (12,844,470)
—FARBE R EH AL Due within one year and contain a
BB RGN repayment on demand clause (4,733,416) (892,550)
(31,158,736) (13,737,020)
ERBBEETHATR—F1& Amount due after one year shown under
ES[) -l ol g non-current liabilities 1,051,052 2,025,493

208 20176 F EHBREEEERAR




HEZZ—tF+-A=+—HILFE Forthe year ended 31 December 2017

€= (continued)

AREEETRITERAANTSEIER Certain of the Group's bank borrowings were secured by:

BT BT

HK$' 000 HK$’ 000

TERERIE (Mt 17) Prepaid lease payments (Note 17) 7,938 -
BF(ffiE16) Buildings (Note 16) 44,553 -
E Sl TE K R EE (M7t 26) Trade and bills receivables (Note 26) 1,320,362 2,164,944
1,372,853 2,164,944

R_EBE—+F+-_A=+—8 A&EBEF
B RIBITE RN ERFEFE5E2.99%
(ZZ—RFE 3.12%) - METEHRER
W FEEEBRENMRE429% (ZF—NF -
3.94%) °

RZF—LF+ZA=+—0 ARER
TERNEREEE®EE4,854,0007T (=
T — N 4F - B%32,688,0007T) B 5K
A WA E R E A

NZZ——FN\ANB  ARENHER
RIEEBEERBTRSEAARYE
3,000,000,000 SLHY A IE L EFH ([E
H1]) c BEHF1ESHEEBAREI00TE
B RETEMNERLI48%E DR T
—tFNANBEHEEE - HEHHE
1T8R A AR 9,000,000 T °

R-_T—=F=—fF=+=8 FEHEsT
BiZSHmEARE100TTE —FITE
+58 4 AR 1,400,000,000 7T K £E 1K R IE
FHEH RETEFMNEL94%EE
BR-_ZE-NE=A-+-038H RE
FZAZFTZHZNAME - WEHFBET
B A A AR 4,200,0007T °

The average effective interest rate of the Group's floating rate bank
borrowings was 2.99% (2016: 3.12%) per annum, and fixed rate
borrowings was 4.29% (2016: 3.94%) per annum as at 31 December
2017.

Included in the carrying amount of the Group’s bank borrowings was
transaction cost of HK$4,854,000 as at 31 December 2017 (2016:
HK$32,688,000) which is amortised over the relevant loan period.

On 8 August 2012, a subsidiary of the Company, CR Pharmaceutical
Holdings, issued unsecured non-listed bonds in an aggregate amount of
RMB3,000,000,000 (“Bonds 1"). Bonds 1 were priced at par at RMB100
each, carry interest of a fixed rate of 4.48% per annum, has matured
and repaid on 8 August 2017. The issue fee of this bond amounted to
RMB9,000,000.

On 22 March 2013, CR Pharmaceutical Holdings, further issued
unsecured non-listed Bonds 1 in an aggregate amount of
RMB1,400,000,000 at par at RMB100 each, carry interest of a fixed rate
of 4.94% per annum which will mature on 22 March 2018 and the
interest is payable annually on 22 March. The issue fee of this bond
amounted to RMB4,200,000.
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RZFE—=ZFRAANA ARRAIBIH—FK
M@ AR EE = NEEBEITHNRIESRR
S EmaE e A AR 500,000,000 7T
HEEARRGES ([EHF2])) - EH2RE
HEBEBARKI0TEE  HEETFER
FIEA60%FTE - BITAIRERE=F
KiEm EE R A R —EEZ (T&E5]
FEMNXDHEBBRFZEENE - E5F
EAERBREESKERNES RHIE
TERFEELOE  EHR2ERZZE-NEF
AANBEE  REFRANBIMHNFIE -
HEHRETER A AR 2,000,000 7T °

RZZE—AFtANA  EPEETRE
EHEBARKIOTRTESEARAR
#5 2,000,000,000 7T /9 4% 3K #0 3F T & %
([MEFH3))  ZETFFEL20%F 8 15
RZEZTFLANRBEH REFLA
NEBXZFAFE - WEFHNBEITERAAR
# 210,000 7T °

R-ZEBE—XNENA-+HA - BB
BIZBHEEARKIOOTEITEESES
AR#2,000,000,000 7THYEIE IR IE FTHIE
H([EH4)) BEEFFE2.90%:8
R —E—+E—A-1+BHE HEH
ME1TE R A AR 3,000,0007T °

R-ZZE—+tF+-_A=+—H8 EF18
AN EE A AR 1,400,000,000 7T (A%
A 1,674,820,0007T) (ZZ—714F © A
R #4,400,000,0007C( #8 & K B &
4,918,892,0007T)) °

R-ZE—+HE+_A=+—H " EH2H
DRBEA AR 499,843,000 7T (HHEH
P85 597,962,00070) (ZE—RF - AR¥K
499,412,000 7T ( #H & 7 /& # 558,307,000
L)) cR_E—tFR_F—XF+=-A
=+—H AAhBEREGESF2HOMEES

TE °

I
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For the year ended 31 December 2017

(continued)

On 9 May 2013, another subsidiary of the Company, CR Sanjiu
Pharmaceutical issued unsecured corporate bonds (“Bonds 2”) in an
aggregate amount of RMB500,000,000 which are listed on the
Shenzhen Stock Exchange. Bonds 2 were priced at par at RMB100 each,
carry interest of a fixed coupon rate of 4.60% per annum. The issuer can
elect to increase 1 basis point on the fixed coupon rate (the “revised
coupon rate”) or maintain the existing coupon rate at the end of the
third year and the bondholders would then have an option to request
for redemption of the bonds. The Bonds 2 will mature on 9 May 2018
as no early redemption option were exercised and the interest is payable
annually on 9 May. The issue fee of this bond amounted to
RMB2,000,000.

On 9 July 2015, CR Pharmaceutical Holdings issued unsecured non-listed
bonds (“Bonds 3”) in an aggregate amount of RMB2,000,000,000 at
par at RMB100 each, carry interest of a fixed rate of 4.20% per annum
which will mature on 8 July 2020 and the interest is payable annually on
8 July. The issue fee of this bond amounted to RMB210,000.

On 25 April 2016, CR Pharmaceutical Holdings issued unsecured non-
listed bonds (“Bonds 4") in an aggregate amount of RMB2,000,000,000
at par at RMB100 each, carried interest of a fixed rate of 2.90% per
annum which has matured on 20 January 2017. The issue fee of this
bond amounted to RMB3,000,000.

The fair value of the Bonds 1 is amounting to RMB1,400,000,000
(equivalent to HK$1,674,820,000) as at 31 December 2017 (2016:
RMB4,400,000,000 (equivalent to HK$4,918,892,000)).

The fair value of the Bonds 2 is amounting to RMB499,843,000
(equivalent to HK$597,962,000) as at 31 December 2017 (2016:
RMB499,412,000 (equivalent to HK$558,307,000)). The fair value is
determined using the market price of the Bonds 2 as at 31 December
2017 and 2016.
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30. E(1ES (& 30. BONDS PAYABLE (continued)
BEHEIN—_E—+E+-_A=+—HER=-Z The fair value of the Bonds 3 at 31 December 2017 and 31 December
—RNETZA=T—HBHRAABEAARE 2016 is amounting to RMB2,000,000,000 (equivalent to
2,000,000,000 7T (FBE 1A # 2,392,600,000 HK$2,392,600,000) and RMB2,000,000,000 (equivalent to
7t) & A R #2,000,000,000 7T (B S5 1A 6 HK$2,235,860,000).

2,235,860,0007T) ©

BEHEAR—_ZE—+tFE+-_A=+—8BHA The fair value of the Bonds 4 is nil as at 31 December 2017 (2016:
NEBEEAZT(ZZE—XKF: AR RMB2,000,000,000 (equivalent to HK$2,235,860,000) as it has matured
2,000,000,0007t( # %F » & ¥ and was repaid at 20 January 2017.
2,235,860,0007T)) RERZTE—tF—H
—+HER-
BEHH RN F S 5T A E 28 B E b FE AT 5k The interest payables of the bonds are included in other payables in note
I8 28.
ZEBEREE-_ET—+HFER T —RF The movement of these bonds during the years ended 31 December
+ZA=+—HIEFENESHHIIMT 2017 and 2016 is set out below:
2017 2016
BT T BT T
HK$’ 000 HK$* 000
REVINREE Carrying amount as at the beginning of
the year 9,948,919 8,234,853
HeEBITESWEREFTERIE Proceeds received from issued bonds - 5,263,007
B Repayment (5,770,350) (2,923,625)
[E H FHEE Exchange realignment 486,813 (625,316)
REXRNEEE Carrying amount as at the end of the year 4,665,382 9,948,919
BER Amount represented as:
—E AR Within one year 2,272,782 5,589,650
HERE_-F In the first year to second years - 2,123,409
E_EERF In the second to fifth years 2,392,600 2,235,860
4,665,382 9,948,919
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31, IEERIIE
BT A AR P B RE R T B SE B A

31. DEFERRED TAXATION

The followings are the major deferred tax balances recognised and

R HE ) - movements thereon the Relevant Periods:
EEFIBEE Deferred tax assets
Rk
BERE EstEH
Impairment BIEEE Provision o
of assets Tax losses and accruals Total
BT BETT BETT AT BT
HKS$'000 HK$000 HKS' 000 HK$'000 HK$'000
RZE—RF—F—H At 1 January 2016 113,718 36,072 199,886 72,842 422,518
FRER(THE) Credited (charged) during the year 21,032 4,054 32,137 (6,098) 51,125
WRBE I B N A) (H5£35) Acquisition of subsidiaries (Note 35) - - - 398 398
HERBAR (A 36) Disposal of subsidiaries (Note 36) - - - (2,196) (2,196)
R Exchange realignment (7212) (2,289) (12,677) (1,363) (23,540)
R-Z—R"F+-A=1+—H At 31 December 2016 127,538 37,838 219,346 63,583 448,305
FERER(LH) Credited (charged) during the year 31,002 29,144 28,749 (13,721) 75,174
eI 1 =] (Hfat 35) Acquisition of subsidiaries (Note 35) 5014 1633 - 8,850 15,497
(& 1 Exchange realignment 10,177 3,709 16,364 4,290 34,540
R-Z—tF+-A=1—H At 31 December 2017 173,731 72,324 264,459 63,002 573,516

Deferred tax liabilities

KB E AR
EENAR
EERE
Fair value HEAR
EffREWE  adjustment HRREA
Revaluation  arising from Undistributed
of investment  acquisitionof  earnings of
properties  subsidiaries  subsidiaries
i aw BEFT BETT BETT BETT
HKS'000 HKS'000 HK$'000 HK$'000 HK$'000
RZE—~E—A—H At 1 January 2016 172,856 661,260 - 28,237 862,353
FERTH(ER) Charged (credited) during the year 111,978 (217,630) 203,406 (21,200) 76,554
UEH B AR (f:£35) Acquisition of subsidiaries (Note 35) - 50,972 - - 50,972
[E 5 % Exchange realignment (10,958) (38,675) - (1,799) (51,432)
RZB—A~E+ZA=+—H At 31 December 2016 273,876 455,927 203,406 5238 938,447
FRZH(ER) Charged (credited) during the year 14,445 (174,985) 45657 63,841 (51,042)
FNEE Reversed during the year - - (171,089) - (171,089)
Wl B AR (A7 35) Acquisition of subsidiaries (Note 35) - 178,078 - - 178,078
B H % Exchange realignment 19,695 31,969 15,826 2,559 70,049
RZZ—+E+-A=+—-H At 31 December 2017 308,016 490,989 93,800 71,638 964,443

212 2017 4 EHBEKEARAR




—F—F A=t -AILERE
(&

RZE—tF+A=+—H A5EHKN
RN IEE 18 575%2,909,663,0007(=
T — X4 ¢ B¥52,908,145,0007T) © R =
E—+tF+-_A=Z1+—H AEBEHZES
51878515 289,296,000 T (—ZE — /< F : /B
#151,352,00070) E ERIELERIBEE o
RZZTE—+tF+=—A=+—8" & "8
THE1875 8 2,620,367,000 TL( —Z— /N4
75 ¥ 2,756,793,00070) B AR AF R =
ERTER  WABREMBEEHRBEE -
RZZTE—+F+=-_A=+—8 " FEHMOHK
HEBEF BIEEEE% 44,812,000 T(=F
— NI 22,416,000 7T) EEHARER H
HFRBEEBERNATEEER

For the year ended 31 December 2017

(continued)

The Group had unused tax loss of HK$2,909,663,000 as at 31
December 2017 (2016: HK$2,908,145,000). A deferred tax asset has
been recognised in respect of HK$289,296,000 of such loss for the
Group as at 31 December 2017 (2016: HK$151,352,000). No deferred
tax asset has been recognised in respect of the remaining tax loss of
HK$2,620,367,000 due to the unpredictable profit stream as at 31
December 2017 (2016: HK$2,756,793,000). Included in unused tax loss
is loss of HK$44,812,000 as at 31 December 2017 (2016:
HK$22,416,000) that may be carried forward indefinitely. Other tax
losses will be expired in the following years:

T T BT T
HK$’000 HK$'000

—E—+F 2017 = 372,365
—F-N\F 2018 606,167 705,515
—E—hF 2019 553,025 525,342
—E-FE 2020 663,222 662,420
—E-—F 2021 419,883 468,735
—E-—F 2022 333,258 -
2,575,555 2,734,377

R-B—+E+-_F=+—08 BAEH
WPBEMNBRANERDIRRFEE
5,060,648,000t( = & — N F: B K
3,665,000,0007T) EAFIRIELER EHE & °
AP RBFOEEFGERZE WX
FHREERTE - AASEREHI ESIR
NEERNHE FHERCHEEUERTR
AERARRADKNZERFAR - 4K
SRR AEBMPREBEEQARMNEADRA
FRBECERIE - DEZBELTEKX -

As at 31 December 2017, deferred tax liability has been provided in
respect of HK$5,060,648,000 (2016: HK$3,665,000,000) undistributed
earnings of the Group’s PRC subsidiaries. Deferred tax has not been
provided in respect of the remaining temporary differences attributable
to the undistributed earnings as the Group is in a position to control the
quantum and timing of the distribution thereof, deferred tax is only
provided to the extent that such earnings are estimated to be
distributable in the foreseeable future. Deferred tax in respect of the
undistributed earnings of the Group’s associates in the PRC have not
been provided as the amount involved is not significant.
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pay
==

—F—F A=t -AILERE
(&

RZZFE—+tF+=-A=+—8 EH@NEB
RNERD KRB MABERELEHBEEEZ
R ERE B 11,567,744,000 7T ( =
T—XF : B¥7,014,775,0007T) °

R-ZZT—+tF+=-_A=+—8 A%£EH
MRmE  BMELEE EZRHEMER
FRIE K A7 5 e 2R YR (B Y AT AR s = 58
75 #1,288,146,000 T ( — T — N : 78
#1,272,433,0007T) - AEBREHZA
MR EREARERELEHELE  RAZ
IR RE AR B R B A S AT HUR B s 2 58 A
i3SI

For the year ended 31 December 2017

(continued)

The aggregate amount of temporary differences associated with
undistributed earnings of subsidiaries for which deferred tax liabilities
have not been recognised was HK$11,567,744,000 as at 31 December
2017 (2016: HK$7,014,775,000).

The Group has deductible temporary difference of HK$1,288,146,000
as at 31 December 2017 (2016: HK$1,272,433,000) in relation to
impairment recognised on property, plant and equipment, trade and
other receivables and inventories. No deferred tax asset has been
recognised in relation to such deductible temporary differences as it is
not probable that taxable profit will be available against which the
deductible temporary differences can be utilised.

BT T BT T

HK$'000 HK$'000

B8 () Government grants (i) 734,462 697,136
E -k 1 (D) Provision for restructuring of business (ii) 577,293 578,651
HAth Others 162,733 100,027
1,474,488 1,375,814

)y #HEZ—+F+-_A=+—HLHF
B ANEE A B KREEE
94,366,0007L( =& — N F: B
135,002,000 7T) WO AT #Bh - AR A
AEBMERETHEPLEEEZY
¥ BEREREREHD AKER
WS ARG EH B AL - SR
5 BB B B0 AT {5 P 4R HA T A8 1 B B 4
ZEZ - REBEE_Z—+tF+=A
—+—HIFE  AEERBRER
A 88 105,503,000 T ( —ZF — X
£ 117,478,000 7T ) M B AT A
B o

20176 F EHBREEEERAR

()  During the year ended 31 December 2017, the Group received
new government grants from the government authorities
amounting to HK$94,366,000 (2016: HK$135,002,000) to
subsidise the construction of certain research and development
centres and purchases of property, plant and equipment of the
Group. The Group has complied with the conditions attached to
the grants as at the end of the reporting periods and will transfer
the grants to profit or loss over the useful lives of the related
assets. The Group recognised these government grants to profit or
loss amounting to HK$105,503,000 during the year ended 31
December 2017 (2016: HK$117,478,000).
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3. HibIEREBEE () 32. OTHER NON-CURRENT LIABILITIES (continued)
iy FENEHSEBBEBERETIMN (i)  The movement of the provision for restructuring of business
D during the years is set out below:
BT BT
HK$'000 HK$'000
REYIHEREE Carrying amount as at the beginning of the year 578,651 554,577
NE Additions - 139,420
FANBA Utilisation during the year (40,444) (79,045)
TE 5 % Exchange realignment 39,086 (36,301)
RERMBRMEE Carrying amount as at the end of the year 577,293 578,651
¥ EERBEREBRE 22N The provision for restructuring of business represents funds set
FNAZThARKBAIt REEER aside for the retirement of employees in restructuring of Beijing
FEERANES - Pharmaceutical starting from 25 September 2004.
33. Ix7& 33. SHARE CAPITAL
RGHE [N
Number of shares Share capital
2017 PAONIG 2017 2016
BT BT
HK$'000 HK$'000
ERITRAZE Issued and fully paid:
REF] At beginning of year 6,284,506,461 4,629,424,461 27,241,289 12,473,920
BRITHIAD (KfaE 1) Issue of new shares (Note 1) - 1,543,141,500 - 14,042,588
BITHRN X HEM  Transaction costs attributable to
issue of new shares - - - (293,877)
TTFEABEERCHRAETIT  Issue of new shares upon exercise
A (Hat2) of over-allotment option (Note 2) - 111,940,500 - 1,018,658
RER At end of year 6,284,506,461 6,284,506,461 27,241,289 27,241,289
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33. SHARE CAPITAL (continued)

Notes:

33. RAS (&)
et -

1. AR AR T E R B B R A E T
5 ' 1,543,141,500 R 3T H B AR (B 1550 B
BRI EEZETTHI 77,158,000 R 3T &8 A%
R 5t B BR B & 77 9 1,465,983,500 B #T
ZAR) IR G IRFTIR (7B 9.10 T T LA %
T RRBESREHIREMG) BEK
14,042,588,0007T ° A~ a]| R I3 R = F
—NF+A=ZF/AEBLTHBEE -

2. R-FB—NGFF—H=+—H ZXEFR
BT ERA B R A B E TS5 B
FORRHE - BB I G IRTIR A9 10T A8
FEEE7T 111,940,500 BRFTHR + LAIRERAE T &
B (#15FT > A1) &6 1,018,658,000 T °

1.

In connection with the initial public offering of the Company on the Main
Board of the Stock Exchange, 1,543,141,500 new ordinary shares
(including 77,158,000 new ordinary shares issued for Hong Kong Public
Offer and 1,465,983,500 new ordinary shares issued for international
placing) were issued at a price of HK$9.10 per new share for a total cash
consideration, before expenses, of HK$14,042,588,000. Dealings in the
shares of the Company on the Stock Exchange commenced on 28 October
2016.

On 21 November 2016, the Group partially exercise of over-allotment
option in the initial public offering of the Company on the Main Board of
the Stock Exchange, resulted in the issuance of 111,940,500 new shares
at a price of HK$9.10 per new share for a total cash consideration, before
expenses, of HK$1,018,658,000.

34, FEIEMFER 34. NON-CONTROLLING INTERESTS
BEBEARIEREZNFEZERBER Details of non-wholly owned subsidiaries that have
BE3 material non-controlling interests
TRINNEBERERERNAEEIE The table below shows details of non-wholly-owned subsidiaries of the
2 EWB RTINS : Group that have material non-controlling interests:

BaLEATNS FERRE L T
FEEEMH BRRRRERLA
Place of Proportion PETHER
incorporation of ownership interests : Sadiobgil Rt FERES
HWEARER and principal and voting rights held by Profit allocated to Accumulated
Name of subsidiaries place of business non-controlling interests non-controlling interests non-controlling interests
2017 2016 2017 2016 2017 2016
BETT BB BETR BB
% % HKS'000 HK$'000 HKS'000 HK$'000
() RFIFE Dong£-E-Jiao FEIPRC 8025 8224 1892946 1784745 9483379 7715440
(i) 2 EEECR Double-Crane FELPRC 40.01 4001 438642 36345  4037,793 3384465
i) FH=NBE B PRC
(R Sanjiu Pharmaceutical 36.40 36.40 575424 521,496 4,626,556 3,624,555
(v) EEMEEERAR HE PRC 40.00 40.00 46,558 38,280 457,639 378,426
V) EEEREZ th i PRC
CR Guangdong Pharmaceutical 30.00 30.00 171,714 163,863 479,129 388,485
V) EERZEEFRAA HEL PRC 30.00 30.00 24,295 43259 163,013 113,288
(vi) Efh Others 238,251 231580 2019862 1,076,850
3t Total 3,383,830 3,146,679 21,267,371 16,681,509
216 2017448 EHERKEERARF



e RRANE

Notes to the Consolidated Financial Statements

HE_Z—+F+-A=+—HLIFE Fortheyear ended 31 December 2017

34. NON-CONTROLLING INTERESTS (continued)

34. FFERER (F)

BEEAFEREZNIZEMNBEL

A5 (&)

ERBAEAFERESNARENER
AEBEMMBEEMBEERN T T
MHENMEZREEAKE R TEERH

() ERE

intragroup eliminations.

0} Dong-E-E-Jiao

Details of non-wholly owned subsidiaries that have
material non-controlling interests (continued)

Summarised financial information in respect of each of the Group’s
subsidiaries that has material non-controlling interests is set out below.
The summarised financial information below represents amounts before

2017 2016

AT BT

HKS$'000 HK$'000
mBERE Current assets 11,532,737 8,477,076
FRBEE Non-current assets 3,272,707 2,645,841
inEE=YET Current liabilities (2,920,740) (1,666,319)
EREEE Non-current liabilities (75,420) (81,493)
IR =S Non-controlling interests (32,547) (30,144)
PP B A AE(RRES Equity attributable to owners of Dong-E-E-Jiao 11,776,737 9,344,961

2017 2016

BT T BT
HK$'000 HK$'000
W Revenue 8,508,197 7,387,574
X Expenses (6,149,284) (5,218,081)
FRm A Profit for the year 2,358,913 2,169,493
PR A ATE(R SR Profit attributable to owners of Dong-E-E-Jiao 2,359,326 2,166,375
SRR FEAE (B51R) & A (Loss) profit attributable to the non-controlling
interests 413) 3,118
FREH| Profit for the year 2,358,913 2,169,493
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34. TR ER (E) 34. NON-CONTROLLING INTERESTS (continued)
BEERIERERNFEZEMBA Details of non-wholly owned subsidiaries that have

AlFE (&) material non-controlling interests (continued)
()RR (4E) ()  Dong-E-E-Jiao (continued)
2017 2016
BT T BT
HK$'000 HK$'000
P BIEA ARG EM A Other comprehensive income attributable
to owners of Dong-E-E-Jiao 33,932 26,781
IR i R (L Bt 2 TR Other comprehensive income attributable
to the non-controlling interests - -
FAEMEEA Other comprehensive income for the year 33,932 26,781
SRR BES AL EEN AL Total comprehensive income attributable
to owners of Dong-E-E-Jiao 2,393,258 2,193,156
IEfER RS 2w () WA E%E Total comprehensive (expense) income
attributable to the non-controlling interests (413) 3,118
FREEMWALEE Total comprehensive income for the year 2,392,845 2,196,274
BT IR R AR B Dividends paid to non-controlling interests 545,145 503,196
RESEENIR &R AFEEE Net cash inflow from operating activities 2,028,150 730,406
WEEE IR T ERE Net cash outflow from investing activities (962,473) (385,358)
BERENEIR N EE Net cash outflow from financing activities (707,245) (630,500)
M ZERE Exchange difference 76 182
BERACGEDR) F5 Net cash inflow (outflow) 358,508 (285,270)
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34. TR ER (&) 34. NON-CONTROLLING INTERESTS (continued)
BEEAFERERNFEZENBL Details of non-wholly owned subsidiaries that have
AFHE(E) material non-controlling interests (continued)

(i) EHEE (i)  CR Double-Crane
BT T BT
HK$'000 HK$'000
MBEE Current assets 5,718,549 4,813,576
EMENEE Non-current assets 5,572,006 4,399,900
inEA=YET Current liabilities (1,446,517) (1,134,943)
EREBEE Non-current liabilities (454,797) (209,978)
IR = Non-controlling interests (468,677) (393,830)
RSB ARG ER Equity attributable to owners of
CR Double-Crane 8,920,564 7,474,725
2017 2016
BT T BT
HKS$'000 HK$'000
e Revenue 7,411,261 6,425,899
53 Expenses (6,393,256) (5,561,386)
FREF Profit for the year 1,018,005 864,513
EHEHRHEE ARG RT Profit attributable to owners of
CR Double-Crane 972,434 835,234
AR E R PR R Profit attributable to the non-controlling
interests 45,571 29,279
FRRH Profit for the year 1,018,005 864,513
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34. FEIERER (B) 34. NON-CONTROLLING INTERESTS (continued)
BEEARFEREZNIEZENBELD Details of non-wholly owned subsidiaries that have

AREE (&) material non-controlling interests (continued)
(i) EHEE(E) (i)  CR Double-Crane (continued)
2017 2016
BT T BT
HK$'000 HK$'000
EHEBBE AEREtME2ERY Other comprehensive expense attributable
to owners of CR Double-Crane (361) (736)
IR i R AL Bt 2 TR Other comprehensive income attributable
to the non-controlling interests - -
FREMEEMAY Other comprehensive expense for the year (361) (736)
EHEREE ARLEERALRE Total comprehensive income attributable
to owners of CR Double-Crane 972,073 834,498
T L 2 AR Total comprehensive income attributable
to the non-controlling interests 45,571 29,279
FREEMWALEE Total comprehensive income for the year 1,017,644 863,777
BT IR R AR B Dividends paid to non-controlling interests 100,021 62,717
RESEENNIR &R AFEE Net cash inflow from operating activities 1,369,983 901,936
KEFHHRE ORLE) RAFHE Net cash (outflow) inflow from investing
activities (1,306,931) 190,969
RhE RBRIR & R EE Net cash outflow from financing activities (338,662) (262,764)
PE R =58 Exchange difference (63) 58
e (R mAFERE Net cash (outflow) inflow (275,673) 830,199

(i) FEEH=NEZHE

(i) CR Sanjiu Pharmaceutical

2017 2016

BETT BEFT
HK$'000 HK$'000
B E Current assets 8,187,053 5,681,834
IEmENEE Non-current assets 11,187,580 9,468,071
REEE Current liabilities (6,585,017) (4,233,630)
FErRHa’E Non-current liabilities (677,459) (1,166,410)
IR Non-controlling interests (342,345) (118,875)
EH=- N EERE AELES Equity attributable to owners of CR Sanjiu
Pharmaceutical 11,769,812 9,630,990
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34. JEERER (F) 34. NON-CONTROLLING INTERESTS (continued)
BEERIERERNFEZEMBA Details of non-wholly owned subsidiaries that have
AlFE (&) material non-controlling interests (continued)
(i) EBH=NEE(E) (i) CR Sanjiu Pharmaceutical (continued)
2017 2016
BT T BT
HK$'000 HK$'000
Weas Revenue 12,833,162 10,503,674
5 Expenses (11,302,314) (9,091,259)
F A5 A Profit for the year 1,530,848 1,412,415
ERH=NBEREG AREET Profit attributable to owners of CR Sanjiu
Pharmaceutical 1,502,238 1,400,815
SRR TR AR T Profit attributable to the non-controlling
interests 28,610 11,600
FR@ A Profit for the year 1,530,848 1,412,415
== NEEEE AN Other comprehensive expense attributable to
Hib2mEMAZ owners of CR Sanjiu Pharmaceutical (1,445) (448)
PR R R B R E RS Other comprehensive expense attributable to
the non-controlling interests - -
FREMEEAS Other comprehensive expense for the year (1,445) (448)
#H= N BREEE AELE2EWAZLE  Total comprehensive income attributable to
owners of CR Sanjiu Pharmaceutical 1,500,793 1,400,367
IR S PR (R 2 E A B EE Total comprehensive income attributable to
the non-controlling interests 28,610 11,600
FREEWA LTS Total comprehensive income for the year 1,529,403 1,411,967
B IR IS Dividends paid to non-controlling interests 65,795 62,519
RESEERNIR R AR R Net cash inflow from operating activities 1,800,803 1,677,241
R EHNIR S R FEE Net cash outflow from investing activities (637,121) (1,480,894)
A EBHIR SR FEE Net cash outflow from financing activities (240,736) (262,216)
PEH ZRE Exchange difference (4,339) 2,336
RWaRACRL) F58 Net cash inflow (outflow) 918,607 (63,533)
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34. NON-CONTROLLING INTERESTS (continued)

34. FFERER (F)

BEEAFEREZNIZEMNBEL

GEIHG
(v) EEFILEEERAA]

() FEEHILEZEFRAF]

Details of non-wholly owned subsidiaries that have
material non-controlling interests (continued)

2017 2016

BT BEFT
HK$°000 HK$'000
REEE Current assets 3,785,174 3,411,865
IEmENEE Non-current assets 558,923 545,963
piE=R Current liabilities (3,294,337) (3,067,536)
EmEEE Non-current liabilities (10,279) (8,939)
FEER i 2 Non-controlling interests (69,745) (43,143)
FEHHAILE AR A R A AE(R#EZ  Equity attributable to owners of
ERHILBEAR AR 969,736 838,210

2017 2016

BETT BBFIT
HK$'000 HK$'000

Wz Revenue 8,227,189 8,336,882
5 Expenses (8,126,735) (8,248,677)
FRRF R E2EBRALLEE Profit and total comprehensive income

for the year 100,454 88,205
RN BB RAREA AN Profit and total comprehensive income

B REERALE attributable to owners of

EERILBEBRAR 89,827 83,208
IEIERFE R B RN R 2 E IR A LS8 Profit and total comprehensive income

attributable to the non-controlling interests 10,627 4,997
FREMNREEBALLE Profit and total comprehensive income

for the year 100,454 88,205
B IR 25 AR B Dividends paid to non-controlling interests 8,654 -
ESTEIMNIR S ORd) mAJERE Net cash (outflow) inflow from

operating activities (384,374) 78,931
B EHNE SR AR Net cash inflow from investing activities 63,934 2,875
BMEEEMIRERACGEY) B8 Net cash inflow (outflow) from financing

activities 358,645 (82,443)
BE&RACGED) F5E Net cash inflow (outflow) 38,205 (637)
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34. TR ER (&) 34. NON-CONTROLLING INTERESTS (continued)
BEEAFERERNFEZENBL Details of non-wholly owned subsidiaries that have
AFHE(E) material non-controlling interests (continued)

) ZEEHEREZEE (v  CR Guangdong Pharmaceutical
BT T BT
HK$'000 HK$'000
REVEE Current assets 9,989,965 9,557,837
ERBEE Non-current assets 734,836 458,487
mENEE Current liabilities (9,238,370) (8,745,420)
SERBEE Non-current liabilities (151,741) (105,732)
IR = Non-controlling interests (112,461) (55,619)
ERHEREA AELER Equity attributable to owners of
CR Guangdong Pharmaceutical 1,222,229 1,109,553
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34. FEIERER (B) 34. NON-CONTROLLING INTERESTS (continued)
BEERIERERNFEZEMBA Details of non-wholly owned subsidiaries that have
AlFE (&) material non-controlling interests (continued)
() EHERZZE(E) (v  CR Guangdong Pharmaceutical (continued)
2017 2016
AT BEFIT
HK$'000 HK$'000
& Revenue 25,610,158 24,793,663
Fxx Expenses (25,076,154) (24,266,797)
FRRF R EEBALLEE Profit and total comprehensive income
for the year 534,004 526,866
EHEREEES ABDEF & Profit and total comprehensive income
2 HEWA LT attributable to owners of CR Guangdong
Pharmaceutical 517,557 518,575
IR R R (R A R 2 IR A 4858 Profit and total comprehensive income
attributable to the non-controlling interests 16,447 8,291
FNRNREMTALLRE Profit and total comprehensive income
for the year 534,004 526,866
EASIEIE R i AR B Dividends paid to non-controlling interests 145,168 186,691
IRESEBENNIR & ACERE Net cash inflow from operating activities 2,090,736 1,359,710
BEEENR SR RE Net cash outflow from investing activities (724,330) (366,250)
BB RBAIIRE M FEE Net cash outflow from financing activities (1,330,404) (1,040,236)
WeRACRL) F58 Net cash inflow (outflow) 36,002 (46,776)
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34. TR ER (&) 34. NON-CONTROLLING INTERESTS (continued)
BEEAFERERNFEZENBL Details of non-wholly owned subsidiaries that have
AFHE(E) material non-controlling interests (continued)

(i) EHXEFZHEFRANA] Vi) ZEHXEEBEFRIA]
2017 2016
BT T BT
HK$'000 HK$'000
MENEE Current assets 3,415,717 3,701,612
IEREEE Non-current assets 439,490 41,623
mENEE Current liabilities (3,285,225) (3,363,938)
ERBBE Non-current liabilities (71,394) (1,669)
IR = Non-controlling interests (19,195) -
ERMREEEBRARHAARGERZ  Equity attributable to owners of
ERREEEBRAA] 479,393 377,628
2017 2016
BT T BT
HK$'000 HK$'000
e Revenue 6,118,659 6,225,848
Fisz Expenses (6,043,521) (6,081,651)
FARMNREERALE Profit and total comprehensive income
for the year 75,138 144,197
EHRXEFREFRAGTHEEBA Profit and total comprehensive income
FEMR R T R 2 ERALLRE attributable to owners of
FERHRNRBERRAR 72,634 144,197
IR R (R A R 2 IR A 4258 Profit and total comprehensive income
attributable to the non-controlling interests 2,504 -
FRRMNREEWRALTE Profit and total comprehensive income
for the year 75,138 144,197
ESEBIIR S A GRE) 58 Net cash inflow (outflow) from operating
activities 167,541 (274,222)
WEEBHIR SR F5E Net cash outflow from investing activities (84,714) (6,007)
MEEEARE ORL) RAFRE Net cash (outflow) inflow from financing
activities (54,268) 327,097
REMAFHE Net cash inflow 28,559 46 868

China Resources Pharmaceutical Group Limited Annual Report 2017 225



IRA B RS R R M 5
Notes to the Consolidated Financial Statements

HEZZ—tF+-A=+—HILFE Forthe year ended 31 December 2017

35. WEBHIB N B], %5 35. ACQUISITIONS OF SUBSIDIARIES/BUSINESSES
2 E—+tEFE+-_A=+—HIEE For the year ended 31 December 2017

BEZZ—tF+_A=+—HLEFE" During the year ended 31 December 2017, the Group acquired 15
REEMBYE=ZFTWBISKULEER companies which were engaged in manufacture and sale of
SERBEEMNRR BEREREBS pharmaceutical products from independent third parties for an
A R #2,815,412,0007t( 18 & R & #& aggregated cash consideration of RMB2,815,412,000 (equivalent to
3,256,305,0007C) - BREREA /AR HK$3,256,305,000) and equity consideration of RMB99,330,000
# 99,330,000 7T (#8055 74 7 #5 114,885,000 (equivalent to HK$114,885,000), in which resulting a deemed partial
7L) - EURERER — KB A RIME S disposal of interest in a subsidiary. Those transactions had been
#m e ZEXHEEAWBAEANR - i accounted for using the acquisition method. These subsidiaries were
ZEMB AR EERANEEREANER acquired so as to provide human resources, economies of scale and
OEMRE NS MR E AR AR E S synergy to the Group and expand in pharmaceutical industry.

E

Friis
FE# B 7L (%)

ERERE W% B HA % of interest

Name of entity Date of acquisition acquired

EMRENSEREXBRAT] ZZE—+%F— A January 2017 65.00%
(AIBE NS EREEBRAR)
(formerly known as EMEEREEBFRAT])

)| BB R A F] —ZT—+%F— A lJanuary 2017 70.00%
(ATiBAEPT BB B E B R A A))
(formerly known as X & B2 B L B B RN F))

EE(RR)EEER AR —Z—+4%= AFebruary 2017 100.00%
A5 A (B BEEBR AR —EF—+F= A March 2017 100.00%
EHERBEGRATR —Z—+%= A March 2017 70.00%

(A8 IR BEERAR])
(formerly known as B IR B ZEHB R A R])

SEREE (R BERETAA ZZE—+%F= AMarch 2017 100.00%
(R8P A R T ERHBBRAR)
(formerly known as /8RR {L B & B 2 T 2D ER R F])

ERHRLTEEERAR —ZF—+%F— A lJanuary 2017 51.00%
(AITBILERA KRB EARAR])
(formerly known as IR A K EEZEH R A R])

EFEB (KR BEER AR ZZE—+F7XAlune 2017 70.00%
(AR BB EEIHERATF])
(formerly known as K2 T B 3B B8 222 SH A R A 7))

EHAEBEARAA ZE—+F75FJune 2017 70.00%
(FITBREMRBEEABEEFRETAR)
(formerly known as KE MR BEEHEZEFREELAR)

b E AR AT ZE—+F75A June 2017 100.00%
ERHEMNESEBRAF ZZE—+% )\ A August 2017 70.00%

(A EMNTERPAEEERAR)
(formerly known as BN &R A EEBRAF])
ERIMEZEER AR ZZ—+4 )\ A August 2017 70.00%
(A I AEREHERRERAR)
(formerly known as )T FAZE R B & RBHE BR A A])

IWEREBREMEBR AR —=F—+F)\ A August 2017 65.00%
MR EEBR AR —Z—+4 )\ A August 2017 70.00%
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HE_Z—+F+-A=+—HLIFE Fortheyear ended 31 December 2017

35. ACQUISITIONS OF SUBSIDIARIES/BUSINESSES

35. WHBMIE A =], 375 (&)

BE_Z—tH&+-A=+—HLEE

(%)

ERNGTE A E S S

(continued)

For the year ended 31 December 2017 (continued)

WahE B

Business acquired from the following company

REBEMRARAA

Date of acquisition

—ZE—+%= A March 2017

A S IR (B B SR R T 3
A HEBREREH AR BEE

The information for these acquisitions was disclosed on an aggregated
basis as they were individually immaterial to the Group.

B -

AU B HA

ERNEE

Amount

recognised

at the date

of acquisition

BT T

HK$'000

BUEMI B AR AR E E Fair value of net identifiable assets of the subsidiaries
FEMNANEE : acquired:

Y - B KR E (Mt 16) Property, plant and equipment (Note 16) 903,449
FENEERIE (W 17) Prepaid lease payments (Note 17) 150,858

A E (H15$20) Intangible assets (Note 20) 670,681

AR ERE Available-for-sale investments 62,761
Hi3EmBEE Other non-current assets 3,384
RIEFIBEEE Deferred tax assets 15,497
78 Inventories 602,020
B 5 N E A pE Y kI8 (K 5E) Trade and other receivables (Note) 3,195,653
RITESKRIRS Bank balances and cash 356,804
E 5 R EMENFIE Trade and other payables (3.229,256)
EARESE] Taxation payable (135,422)
SRIT R EMIE R Bank and other borrowings (466,751)
Hi3ERsBa®E Other non-current liabilities (44,529)
ELEFIEARE Deferred tax liabilities (178,078)

1,907,071
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HE_Z—+F+-A=+—HLIFE Fortheyear ended 31 December 2017

35. WIBMIB AR, %75 (&) 35. ACQUISITIONS OF SUBSIDIARIES/BUSINESSES
(continued)
BE_ZE—+tFE+-A=1+—HLEHFE For the year ended 31 December 2017 (continued)
(&)
WS B A
BRNEEHE
Amount
recognised
at the date of
acquisition
BT T
HK$'000
BEZEARE (RS IAM) Consideration transferred, satisfied by cash 3,256,305
EEERE R —RHBRRRERS ) Consideration transferred, satisfied by equity interests
in a subsidiary 114,885
o0 IR Plus: Non-controlling interests 423,132
B BB EEFE Less: Net assets acquired 1,907,071
U EE Ry Goodwill arising on acquisition 1,887,251
WEEMEB A RSN ML FE - Net cash outflow on acquisition of subsidiaries:
ReERE Cash consideration (3.256,305)
KWt AE M ENFIEN S Amounts unpaid and included in other payables 694,305
CRER S MRS EEY Cash and cash equivalent acquired 356,804
(2,205,196)
Bfat - RABEEIE A - REZEXR ZH BT g Note: The receivables acquired in these transactions with a fair value of
DI EE AR 3,195,653,000 7T 49 fE U HK$3,195,653,000 had gross contractual amount of HK$3, 195,653,000
FUERIABE % 88 A8 3,195,653,000 at the relevant dates of acquisition. No amount at acquisition date of the
TT © BRI E A B A AR 2w ETE contractual cash flows is not expected to be collected.
B Al o
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pay
==

B AFTA=THILFE

(&

(&)

PUHE B R IR ER 2RI
BANESMBRRNIKE B RN #RE
EFEMNEEREBMGLATE B
#423,132,000 7T °

WHRELRE ARWRBIESETE
WREE DHERTESFZEAEMES
PERCAR BIRRUE 77 HO TR H 1 R BB 25 -
Wi & - REMGHER - ANBEERE
BRI (E o & F AR I A A B
BVEENERRE W IASEHEDFH
TR o

ZEWBAEENHERAR T ERS
JTEAH

WK ST EENBINEEEETERER A
7BE# 273,574,000 7T ° IUNBB HELEMNFEA
U %8 A7 5,206,897,000 7T °

BEWEER=ZE—+F—A—AFTK -
SEFRAREZBLEB BBE
174,895,144,000 7t * 1 F Wi i &5 &
6,894,061,000 7T ° i MmEERHEH B2
A AUNRBRKEER T —+F—A—
BEAHERL T RSB MERESHRE
RIS EL - MM RERARREZRTEA -

For the year ended 31 December 2017

(continued)

(continued)

The non-controlling interests recognised at the dates of acquisitions were
measured by reference to the proportionate share of the recognised
value of the net identifiable assets of the respective subsidiaries of the
acquirees at the dates of acquisitions and amounted to
HK$423,132,000.

Goodwill arose in the acquisitions because the cost of the combination
included the benefit of expected synergies, revenue growth, future
market development, the assembled workforce and the control premium
of the acquirees as the acquirees are engaged in various areas relating to
the manufacturing, distribution and retail in the pharmaceutical and
medication industry. These benefits were not recognised separately from
goodwill because they did not meet the recognition criteria for
identifiable intangible assets.

None of the goodwill arising on these acquisitions was expected to be
deductible for tax purposes.

Included in the profit for the year was HK$273,574,000 attributable to
the additional business generated by the acquirees. Revenue for the year
included HK$5,206,897,000 generated from the acquirees.

Had the acquisition been completed on 1 January 2017, total group
revenue for the year would have been HK$174,895,144,000, and profit
for the year would have been HK$6,894,061,000. The pro forma
information was for illustrative purposes only and was not necessarily an
indication of revenue and results of operations of the Group that actually
would had been achieved had the acquisition been completed on 1
January 2017, nor was it intended to be a projection of future results.
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HE_Z—+F+-A=+—HLIFE Fortheyear ended 31 December 2017

35. BB AT %55 (&)

BE-Z—ARE+-A=+—HLHE
E
BE-_Z—RE+-A=+—HILEE -
AEERBLE=FBBE+ _RUBER
SERBENRR  BRSREAARE
2,758,707,0007T (FHE M E#3,211,703,000
T0) c ZERHERAREEANR - iEZ
EMBARIEEMAEEREANER
KRR s R E e - AR 2
E

4§ B
Name of entity

EHR=EEARAA
(A ERIRREREEMRARAR)

(formerly known as EERIRER RHEE SR BR 2 A])

FERMNBHEARAR
(IR LR/ B8 B X R AR A R])

(formerly known as AT TR M B L X EBARAR))

RMTARABLEFRAF

TE K BERBRAF

BHTHEBEARAR

EREATEEARAF
(BRI AEREEBRAR)

(formerly known as 2R/ LA ERE AR AF])

EREN

Kunming Shenghuo

35. ACQUISITIONS OF SUBSIDIARIES/BUSINESSES
(continued)

For the year ended 31 December 2016

During the year ended 31 December 2016, the Group acquired twelve
companies which were engaged in manufacture and sale of
pharmaceutical products from independent third parties for an
aggregated cash consideration of RMB2,758,707,000 (equivalent to
HK$3,211,703,000). Those transactions had been accounted for using
the acquisition method. These subsidiaries were acquired so as to
provide human resources, economies of scale and synergy to the Group
and expand in pharmaceutical industry of Chinese medicine.

P Ui

T B DL (%)

W hE B HA % of interest
Date of acquisition acquired
ZE—7"F=HMarch 2016 70.00%
ZZ—XFH A May 2016 70.00%
ZZ—XFH A May 2016 70.00%
ZE—"FHHMay 2016 70.00%
—E—"FHHAMay 2016 80.00%
ZZE—7"F/\H August 2016 100.00%
ZZE—XF LA September 2016 100.00%

BIA TR AR XS

YefiE B H

Business acquired from the following company

BN E RSN AR AR
RRATRBEAR AT
ZINEGi)-F 2 UNG)
HEHERERRAF
BESHBEAR AR

Date of acquisition

ZF—XF= A March 2016
ZZF—XF= HMarch 2016
ZE—"F— A January 2016
ZE—"F— A January 2016
ZE—"F— A January 2016
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B

35. WEBEKMIB AR, ¥ (&)

ET—+FF+ZA=+—HILFE Forthe year ended 31 December 2017

BE-_Z—ARE+-A=1+—HLHF
£ (&)
AR ZEWEIRER G HAER M LT
EX MABZZERENERIZS B

(continued)

35. ACQUISITIONS OF SUBSIDIARIES/BUSINESSES

For the year ended 31 December 2016 (continued)

The information for these acquisitions was disclosed on an aggregated
basis as they were individually immaterial to the Group.

W -
MUEE A EA
RE RS EE
Total amount
ERREEAN recognised
Kunming EHAh at the date of
Shenghuo Others acquisition
BT BT BT
HK$'000 HK$'000 HK$'000
B UL BRI A B A %A1 Fair value of net identifiable assets of
BEFENALERE: the subsidiaries acquired:
Y - R SRR Property, plant and equipment (Note 16)

(KizE16) 73,556 156,877 230,433
TENTREFIE(H7717)  Prepaid lease payments (Note 17) 17,413 13,515 30,928
| EE (Kfat20) Intangible assets (Note 20) 107,386 157,399 264,785
EERIIEEE (f3231)  Deferred tax assets (Note 31) - 398 308
7E Inventories 82,179 256,835 339,014
B 5 M E MR FIE Trade and other receivables (Note)

(Htzt) 369,925 1,199,317 1,569,242
IRTTESRERE Bank balances and cash 65,855 138,252 204,107
B 5 R H A RN FRIR Trade and other payables (118,430) (865,810) (984,240)
J?EHWE Taxation payable (21,950) (29,765) (51,715)

1TREMER Bank and other borrowings - (373,936) (373,936)
Em;&n.@a{; Other non-current liabilities - (12,591) (12,591)
BB EE (H15731)  Deferred tax liabilities (Note 31) (17,376) (33,596) (50,972)

558,558 606,895 1,165,453
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HE_Z—+F+-A=+—HLIFE Fortheyear ended 31 December 2017

35. WIBMIB AR, %75 (&) 35. ACQUISITIONS OF SUBSIDIARIES/BUSINESSES
(continued)
BE-_Z—XR"EF+ZA=+—HLEF For the year ended 31 December 2016 (continued)
£ (&)
MUEE A EA
RE RS EE
Total amount
ERREEAN recognised
Kunming EHAh at the date of
Shenghuo Others acquisition
BT BT BT
HK$'000 HK$'000 HK$'000
BEERE (UIREX)  Consideration transferred, satisfied by cash 2,206,065 1,005,638 3,211,703
N : SEFERRRERS Plus: Non-controlling interests - 108,792 108,792
B BWEEEFE Less: Net assets acquired (558,558) (606,895) (1,165,453)
W BB EE A R Goodwill arising on acquisition 1,647,507 507,535 2,155,042
WEEMHBARMNRE Net cash outflow on acquisition of
TR subsidiaries:
HeRE Cash consideration (2,206,065) (1,005,638) (3,211,703)
R E A M fE Amounts unpaid and included in other
NRIERN SRR payables (Note 28)
(K7t 28) 257,124 369,652 626,776
BWEIR & MIREEEY Cash and cash equivalent acquired 65,855 138,252 204,107
(1,883,086) (497,734) (2,380,820)
Wizt - RABEAYCHE AR - Rz 5 X 59 Al ig Note: The receivables acquired in these transactions with a fair value of
RABE 7B 1,569,242,000 7T B FE UK HK$1,569,242,000 had gross contractual amount of HK$1,569,242,000
NIBRIAEA H) % BB 55 B 1,569,242,000 at the relevant dates of acquisition. No amount at acquisition date of the
T o BHERKE A AR e contractual cash flows is not expected to be collected.
gL (] -
P B AR 0 FR R A A = ) 2 E AR The non-controlling interests recognised at the dates of acquisitions were
ﬂ§§ 2% B B :A AR RE B HA é’J RE:%l ﬁ measured by reference to the proportionate share of the recognised
E#{EE"] EEE%‘_E@F Tt BlEtE - BB value of the net identifiable assets of the respective subsidiaries of the
# 108,792,000 T ° acquirees at the dates of acquisitions and amounted to

HK$108,792,000.
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B AFTA=THILFE

(&

(%)

WHRELREZ AR RBTEEETE
BREE - D#HRTESZEREMES
DR BRI 77 HO TR HR 16 R U 2
Weaig & - REAMSER - ANEERIE
BB o B R% S M s I A Al
BVEENERRE W IAREHEDH
R -

ZEFWBAEENBHERRAB T ERE
JEAAH -

WIREE S EENRBEIINEREEFRN TR
755 183,320,000 7T » WM EFELENFA
W5 A7 5,129,355,000 7T °

BEBBEER_E—A"F—A—HEK
SEFRNRREZHLEELEBBE
158,339,635,000 7T * 1 4 R ) 45 5 75 15
6,074,979,000 7T ° i MmEEFHEH B 2
A AMKBRKEER T —RNE—A—
AEABER T RSB MERESHNKRR
RISEEE - I RERARREZRTEA -

For the year ended 31 December 2017

(continued)
(continued)

Goodwill arose in the acquisitions because the cost of the combination
included the benefit of expected synergies, revenue growth, future
market development, the assembled workforce and the control premium
of the acquirees as the acquirees are engaged in various areas relating to
the manufacturing, distribution and retail in the pharmaceutical and
medication industry. These benefits were not recognised separately from
goodwill because they did not meet the recognition criteria for
identifiable intangible assets.

None of the goodwill arising on these acquisitions was expected to be
deductible for tax purposes.

Included in the profit for the year was HK$183,320,000 attributable to
the additional business generated by the acquirees. Revenue for the year
included HK$5,129,355,000 generated from the acquirees.

Had the acquisition been completed on 1 January 2016, total group
revenue for the year would have been HK$158,339,635,000, and profit
for the year would have been HK$6,074,979,000. The pro forma
information was for illustrative purposes only and was not necessarily an
indication of revenue and results of operations of the Group that actually
would had been achieved had the acquisition been completed on 1
January 2016, nor was it intended to be a projection of future results.
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BE-T—tF+-A=t—AILEE:
BRI AR -

BHE-_Z—XE+-_A=+—HBILEE -
N5 3 () AR B A R ¥ 360,493,000 7T (48
LR E¥428,335,00070) HE—RME A
AITAEB —RERHBELAR @ WEHR
B e A& Yk B 28,732,000 7T ¢
R (i) A B A R # 63,908,000 7t (HB &5 7
7E#£ 74,595,000 70) HE—KMTBARMNE
HRETFT—EBUE=H WERNIER
ARET A& IS B 45,442,000 7T ©

EHEEEFE
M -~ BRE Nkt (Hat 16)
ENEERIR (M 17)
BEME (Mt 18)
HitIFRBEE
&
ERERIREE
B 5 K E AR URIR
RITRESBLA S
B 5 R AR
RTT R B AT
FERRIR
JE — B BERFRIR

TR RS
HEME AR

RE - UREEN

HEMBARRSRAFE
BEUWIREHKE
BEHERS RS EFEY

20176 F EHBREEEERAR

No disposal of subsidiaries is noted for the year ended 31 December

2017.

During the year ended 31 December 2016, the Group disposed of () a
subsidiary to a fellow subsidiary of the Group at a consideration of
RMB360,493,000 (equivalent to HK$428,335,000) and resulted in a
gain on disposal of HK$28,732,000 credited to profit or loss; and (i) the
entire equity interest in a subsidiary to an independent third party at a
consideration of RMB63,908,000 (equivalent to HK$74,595,000) and
resulted in a gain on disposal of HK$45,442,000 credited to profit or

loss.

Net assets disposed of:

Property, plant and equipment (Note 76)
Prepaid lease payments (Note 17)
Investment properties (Note 18)
Other non-current assets
Inventories

Deferred tax assets

Trade and other receivables

Bank balances and cash

Trade and other payables

Bank and other borrowings
Taxation payable

Amount due to a shareholder

Non-controlling interests
Gain on disposal of subsidiaries

Consideration, satisfied by cash

Net cash inflow on disposal of subsidiaries:
Cash consideration received
Cash and cash equivalents disposed of

BT
HK$" 000

74,880
3,410
3,036

456,437

21,191

2,196
132,411

37,979

(45,912)

(25,679)

(3,216)
(175,579)
481,154

(52,3998)
74,174

502,930

502,930
(37,979)

464,951
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HEZZ—tF+-A=+—HILFE Forthe year ended 31 December 2017

37. ASSETS CLASSIFIED AS HELD FOR SALE

On 17 December 2015, the shares of Anhui Huayuan Pharmaceutical
Co., Ltd (Z #1278 BER% 15 B BR 2 7)) (“Anhui Huayuan”), which is
engaged in manufacture and sales of medical products, was being
registered on /G ERE 5 AT for public sale. On 28 January 2016,
Beijing Pharmaceutical entered into an equity transfer agreement with
an independent third party to dispose of the Group’s entire 60% equity
interest in Anhui Huayuan for a consideration of approximately
RMB269,343,000 (equivalent to HK$334,760,000) and on 9 February

PEAFEHENEE

RZE—RAF+-_A+tH HEEEE
mEENMIEENTREREERMABERA
A((ZBERD ZBROR LGB AERER
SHELAREE - RZE—RE—H
ZHNB Ik RBEEEABE = HE R
BEEGZ  HEAKERTHERNS
#B60% IitE - REX A AR 269,343,000
TT (M E R B #334,760,0007T) - R - =
—RNEZANA  RBEETK °

37.

R-ZE-—AF+-A=+—HANEENRE
EXEEHIT

2016, the transaction had been completed.

The major dlasses of assets and liabilities as at 31 December 2015 are as

follows:

Anhui Huayuan

BT
HK$' 000
Y - B LR Property, plant and equipment 639,370
TERTHERIE Prepaid lease payments 114,888
RS Goodwill 15,892
mAE Intangible assets 116,774
FE Inventories 136,550
B 5 N E W ROE Trade and other receivables 2,982,191
RITEEBR MRS Bank balances and cash 822,964
AHEERE Available-for-sale investments 97,324
HEtmehEE Other current assets 38,339
RERIBE E Deferred tax assets 12,767
DA EHENEE Assets classified as held for sale 4,977,059
H 5 M EAM RN IR Trade and other payables 2,974,820
RITEN Bank borrowings 1,354,770
JERTHRIR Taxation payable 45,980
EIEW zE Deferred revenue 18,753
HEMIERBasE Other non-current liabilities 5,979
HYEARFELHENEEEEAENAR Liabilities directly associated with assets
classified as held for sale 4,400,302
DIEAEEHENEERE Net assets classified as held for sale 576,757
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HEZZ—tF+-A=+—HILFE Forthe year ended 31 December 2017

DEAFIEHENEE (&) 37. ASSETS CLASSIFIED AS HELD FOR SALE

(continued)
éjz?t T—RF+ZA=+—HILFER Gain on disposal of subsidiaries classified as held for sale recognised for
RO ESEABED SN B A R the year ended 31 December 2016 are as follows:
EZZD—F
2016
BT
HK$' 000
KRB - UIRSER Consideration, satisfied by cash 334,760
o Less:
DIEAFELENEEFE Net assets classified as held for sale 576,757
IR R Non-controlling interests (291,285)
HENBAFEHENBA TS Gain on disposal of subsidiaries classified as
held for sale 49,288
HESEARBENENEEELRN Net cash outflow on disposal of assets classified as
e FEE held for sale:
ReRE Cash consideration 334,760
B BEERSMREEEY Less: cash and cash equivalent disposed of (822,964)
(488,204)
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HEZZ—tF+-A=+—HILFE Forthe year ended 31 December 2017
(@ MZTE—+FR-ZE—XFE+-A (@  As at 31 December 2017 and 2016, certain subsidiaries of the
=+—H8 AEEETHBRAAPK Group were involved in a number of litigations with third parties
ZIEF=FHHFD  BARMFDEER for which the trials are still proceeding. The directors of the
e RARIESRAYH RSB Company are in the opinion that the financial impact to the Group
FEWTEKN  FAGEEUEHREH is not significant, accordingly, no material provision has been
W IRE AR - made in the consolidated financial statements.
by MREEZ—+FR-_ZT—RF+= (b)  During the years ended 31 December 2017 and 2016, the Group (i)
A=+—BLFE FEEOHEESE endorsed certain bills receivable for the settlement of trade and
TRINEREINEEE S KA ERNK other payables; and (i) discounted certain bills receivable to banks
T RG)AFITERIRE TRKERE for raising of cash. In the opinion of the directors of the Company,
NEERE - ARRIEERE A% the Group has transferred the significant risks and rewards relating
EEREZERKEEARNENE to these bills receivable, and the Group's obligations to the
R K Bl REEs - BIRRBR RIS corresponding counterparties were discharged in accordance with
7] REBEEBEF HAENE T the commercial practice in the PRC and the risk of the default in
BEER - URBERAEZNEBERER, payment of the endorsed and discounted bills receivable is low
REKZEENRBERE  REZME because all endorsed and discounted bills receivable are issued and
EEERDUMREWEREAPEM guaranteed by the reputable PRC banks. As a result, the relevant
BIRTERRER - Al - HAAE assets and liabilities were not recognised on the consolidated
KRB EWENGE BRI AR financial statements. The maximum exposure to the Group that
AEEREMERREEBRZEDE may result from the default of these endorsed and discounted bills
E R AR RN E IR T 0] e AR B receivable at the end of each reporting period are as follows:
=EBRIT
BT T BT
HK$'000 HK$* 000
HEE S REMEMNFE Settlement of trade and other payables 7,615,379 6,435,481
BRIRERNESR S Discounted bills for raising of cash 4,850,394 3,376,237
HMAREEEEEREMBRERE Outstanding endorsed and discounted bills
HFEUN =% receivable with recourse 12,465,773 9,811,718

REREHR  MAEEEEERE
ALIR R R BRI ERER B 180 KA o

RRREERR CEERCHERE
WERENRmERE A (EERS

The outstanding endorsed and discounted bills receivable are aged
within 180 days at the end of each reporting period.

The directors of the Company consider that the carrying amounts
of the endorsed and discounted bills receivable approximate their
fair values.
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9. REHEHIE

fERAHAA
RZE—+tFR_FE—"F+=-A=+—
B NEBEAHEAD TN A BEEE 2
HE BTIARKEBAEMNRNIHB W

39. OPERATING LEASE COMMITMENTS

As lessor

As at 31 December 2017 and 2016, the Group had contracted with
lessees for the following future minimum lease payments under non-
cancellable operating leases which fall due as follows:

T
2017 2016
BT T BT
HK$'000 HK$ 000
—FR Within one year 19,822 45,579
F_ERAF(BIEERME) In the second to fifth year inclusive 49,418 40,211
AFE Over five years 78,808 65,824
148,048 151,614

LEHEMHBEEIEAIENF (=
—RNEFE1E105) -

Operating leases are negotiated for lease terms principally ranged from 1
to 11 years (2016: 1 to 10 years).

As lessee

As at 31 December 2017 and 2016, the Group had commitments for
future minimum lease payments under non-cancellable operating leases
which fall due as follows:

EREAA

RZE—tFR=ZFT—ARF+ZA=+—
B NEBEBTARELCEHERE %
EERETHRRFEBESRAEH AW

T
2017 2016
BETT BEFT
HK$°000 HK$’ 000
—FR Within one year 348,020 206,970
FENF(BREEEME) In the second to fifth year inclusive 510,013 614,070
HRhF After five years 150,576 186,520
1,008,609 1,007,560

Operating leases are negotiated for lease terms principally ranged from 1

CEHENTEREEE T A1 240F (=2
— to 40 years (2016: 1 to 20 years).

NEE 1 E204) o

REBNETHAERAERET A HE
KETHEMRR - MENHEBRTE A1 E8F
(ZZE—RE1FE2F) -

2017 FFHR  ERBEEEERDOA

The Group leases certain of its offices and warehouses under non-
cancellable operating lease arrangements. Leases for properties are
negotiated for terms ranging from 1 to 8 years (2016: 1 to 2 years).
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40. 7EIE 40. COMMITMENTS
2017 2016
BT T BT
HK$'000 HK$' 000
P T B IHE FTAVE R - Contracted but not provided for in relation
to the acquisition of:
— Y HENMRE  EBREER — property, plant and equipment,
B REIE intangible assets and prepaid
lease payments 723,339 950,759
— B A ] HEE N TR E — equity interests in subsidiaries/associate 1,225,340 1,225,190
4. BHMEEEBERS 41. RELATED PARTY DISCLOSURES/CONNECTED
PARTY TRANSACTIONS
(I EXBEBLIXZ ()  Significant transactions with related parties
REBEE_Z—+tFR-_ZE-—RE+= The Group entered into the following transactions with related
A=+—RILFE - NEEHEER parties during the years ended 31 December 2017 and 2016:
BUTRS :
() HEH ()  Sales
2017 2016
BT BT
HK$'000 HKS$' 000
CES)=NC| Fellow subsidiaries 71,499 183,047
EER )N HNS) Associates of a fellow subsidiary 848,504 6,217
YN Associates 4,932 63
R ERIT BRI AT Companies held by non-controlling interests 3,851 7,235
928,786 196,562
(- i-¢ (i) Purchases
2017 2016
BT AT T
HK$'000 HK$' 000
REMBAF Fellow subsidiaries 24,596 21,744
il /NG| Associates 14,637 4,850
PR Non-controlling interest 74,447 67,125
IR ERIF AR A T Companies held by non-controlling interests 8,063 9,772
121,743 103,491
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4. BBAWE BEXS (&)  41. RELATED PARTY DISCLOSURES/CONNECTED
PARTY TRANSACTIONS (continued)

() EXEBEHLIXZ(E) () Significant transactions with related parties (continued)
(i) EIFIEEHZ (i) Interest expenses paid

BT T BT
HK$'000 HK$’ 000
AR A A Intermediate holding company 65,388 -
() BEEE (iv)  Management fee paid
2017 2016
BT BT T
HK$'000 HK$’ 000
RRWB A Fellow subsidiaries 4,748 4,289
i l/NE Associate 7,124 -
eI Non-controlling interest = 7,256
11,872 11,545
) BKEREE ()  Management fee received
2017 2016
BT BT
HK$°000 HK$’ 000
EEL NG Fellow subsidiaries 2,024 1,937
iR Non-controlling interest 11,254 12,085
13,278 14,022
i) BENREE (i) Service fee paid
2017 2016
BT T BT T
HK$'000 HK$’ 000
EEI VNG Fellow subsidiaries 15,636 13,066
/NS Associate 309 -
15,945 13,066
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4. B AIRE BERXS (&)  41. RELATED PARTY DISCLOSURES/CONNECTED
PARTY TRANSACTIONS (continued)

() EXEBLIXRZ (&) () Significant transactions with related parties (continued)
(vii) AAEHENH (Vi) Operating lease payments
2017 2016
BT T BT
HKS$'000 HK$' 000
CES)- YN Fellow subsidiaries 22,221 25,364
IR i Non-controlling interest 306 310
22,527 25,674
(viii) 1EBATA (viii)  As lessee
REE-Z—+ER-ZT—X At the years ended 31 December 2017 and 2016, the
FH+ZA=+—HLEFE K Group had commitments for future minimum lease
SEERE AL E payments with related parties under non-cancellable
THERE  ZSFAETHREK operating leases which fall due as follows:

RIEHEEMKNIBMBENT

2017 2016

BETT BEFT
HK$'000 HK$’ 000
—FR Within one year 10,376 6,418
E_ERFE(BHEERMRE) In the second to fifth year inclusive 6,104 400
16,480 6,818
KEEBNETHAEREER The Group leases certain of its offices and warehouses
BB ECEHERR - W under non-cancellable operating lease arrangements. Leases
ENTHRETERI1E2F - for properties are negotiated for terms ranging from 1 to 2
years.
SRmNBEERREER B The purchase and sales of finished goods, management fee
NEBEKREEE CNRBE paid and received, service fee paid and rental expenses are
MRS HREBS AT all at the terms agreed between the relevant parties.
EVIRRAE L -
(x) HW—XERXKERGHE—XK (ix)  Gain on disposal of a subsidiary to a fellow subsidiary
Wi/ 2 AE oz
REE=-Z—X<F+=A During the year ended 31 December 2016, the Group
=t+—BHLFE AEEAR disposed of a subsidiary to a fellow subsidiary of the Group
EB—XARMNBRARIHE— at a consideration of RMB360,493,000 (equivalent to
XWBRAR REAARK HK$428,335,000) and resulted in a gain on disposal of
360,493,000 T ( 18 & 1 /& #& HK$28,732,000 credited to profit or loss. Details are set out
428,335,0007T) - WEBKE in Note 36.

HEHREFABRE R BB
28,732,000 7T ° 1B H MK
360
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4. B AIRE BERXS (&)  41. RELATED PARTY DISCLOSURES/CONNECTED
PARTY TRANSACTIONS (continued)

(1) EREEFEER (I Significant balances with related parties
AEE RSB A TEREH The Group had the following significant balances with its related
parties:
() JEMEEEE T HIE ()  Amounts due from related parties
2017 2016
AT BT
HK$'000 HK$* 000
E S TE (ffta) Trade receivables (Note a) 81,185 161,796
H bk FIE (Kiatb) Other receivables (Note b) 27,912 82,609
TERTFRIE (Mfatc) Prepayments (Note ¢) 6,267 456
115,364 244,861
Hizta : BZEHFE Note a: Trade receivables
2017 2016
BT BT
HK$'000 HK$' 000
CEA =N Fellow subsidiaries 81,109 161,796
/NS Associates 76 -
81,185 161,796
REHEHEK  FEEHE The aging analysis of the Group’s trade receivables with
R H B i E K B related parties based on invoice date at the end of each
B 5 7 IH /Y BR e 55 T 20 reporting period are as follows:
o
2017 2016
BT BT
HK$'000 HK$' 000
0£30H 0-30 days 76,217 145,365
31260H 31-60 days 2,307 8,932
61290 H 61-90 days 1,216 3,864
91E180H 91-180 days 181 3,440
#BiB 180 A Over 180 days 1,264 195
81,185 161,796
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HE_Z—+F+-A=+—HLIFE Fortheyear ended 31 December 2017
A BEFEIRE BEXS (&)  41. RELATED PARTY DISCLOSURES/CONNECTED
PARTY TRANSACTIONS (continued)

() EAXBEELER(E) (I)  Significant balances with related parties (continued)
() FEYREEE A E (4E) () Amounts due from related parties (continued)

ffeth « B RERHE

Note b: Other receivables

2017 2016

BT BT T
HK$'000 HK$' 000
EENEINGT Fellow subsidiaries 5,981 63,335
HEEERAA Immediate holding company 17,967 17,933
NS Associates 3,839 1,132
SRR =R Non-controlling interest 125 168
SRR AR A Companies held by non-controlling interests - 41
27,912 82,609

ZEFRRELIT 28

RIZESNERE

Miatc : BIVHE

on demand.

Note ¢ Prepayments

The amounts are unsecured, interest-free and repayable

2017 2016

BT T BT

HK$'000 HK$’ 000

BENIEING] Fellow subsidiaries 6,259 456
i /NG| Associates 8 -
6,267 456
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4. B AIRE BERXS (&)  41. RELATED PARTY DISCLOSURES/CONNECTED
PARTY TRANSACTIONS (CONTINUED)

() EAXBEELER(E) (I)  Significant balances with related parties (continued)
(i) JE(TESEE T S IE (i) Amounts due to related parties
2017 2016
BT T BT T
HKS$'000 HK$' 000
B S ERIE (fita) Trade payables (Note a) 25,724 23,274
A e 5RE (Bfatb) Other payables (Note b) 157,927 148,399
WA — SR N B E T R Payable for acquisition of an associate
(Kiztc) (Note ¢) 1,063,985 -
1,247,636 171,673

fiita : BSENHE

Note a: Trade payables

2017 2016

BT T BT
HK$'000 HK$' 000
RRWEB AT Fellow subsidiaries 1,146 3,485
i SN Associates 7,340 -
IR Non-controlling interest 17,201 16,062
IR ERIF BRI AR Companies held by non-controlling interests 37 3,727
25,724 23,274

REBEHLK  KEEE

The aging analysis of the Group’s trade payables with

REEZH B fE1T B8 7 related parties based on invoice date at the end of each
B 5 5 IH 89 87 B2 75 T 20 reporting period is as follows:
e
2017 2016
BT T BT
HK$'000 HK$’ 000
0Z£90H 0-90 days 25,465 22,653
91 %365 H 91-365 days 220 621
#BiA 365 H Over 365 days 39 -
25,724 23,274

Kietb : EEfETHE

Note b: Other payables

BT 5T T T
HK$°000 HK$' 000
EEINIEINGT Fellow subsidiaries 157,927 148,399

HERBBEH - 28
BIRESLE -

The amounts are unsecured, interest-free and repayable
on demand.
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4. B AIRE BERXS (&) 41. RELATED PARTY DISCLOSURES/CONNECTED
PARTY TRANSACTIONS (CONTINUED)

() EAXBEELER(E) (I)  Significant balances with related parties (continued)
(i) FE(SESE T AE (4E) (i) Amounts due to related parties (continued)
Bistc: g —K Bt & 2 Al JE1T X Note c:  Payable for acquisition of an associate
15

BT BEFT
HK$°000 HKS$' 000
—XBARMB AR (A:F2202) A fellow subsidiary (Note 22(2)) 1,063,985 -

(I BEEHMPBERFEFNERNR (M)  Transactions/balances with other PRC government
5/t controlled entities
AN - REBEREERBIEF RS In addition, the Group has entered into various transactions,
FRITR @RS (RBRTREER) including deposits placement, borrowings and other general
FINEZIERZS  BEFN - BREE banking facilities, with certain banks and financial institutions
i — M IRITIEE - ERNZFHRITRS which are government-related entities in its ordinary course of
REE  AREEERAELERHE business. In view of the natures of those banking transactions, the
BIEERE- directors of the Company are of the opinion that separate

disclosure would not be meaningful.

(IV) XRARESREMTIEERREHRE (IV) The remuneration of directors of the Company and
HYERE N T other members of key management was as follows:
FEEBASHFH Compensation of key management personnel

2017 2016
BT BT
HK$°000 HKS$' 000
e R Salaries, allowances and bonuses 27,465 23,577
RIRRRTET &R Retirement benefit schemes contributions 330 427
ENE2ERASHMERE Total compensation paid to key
management personnel 27,795 24,004
TEEEBABNTFMNHARREIEE The remuneration of key management personnel is determined by
NEERBAXRERTIBBPEET o the management of the Company having regarding to the

performance of individuals and market trends.
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EEalid 42,

TRAVNAKENREZDELNAEE
B EERAESRIRSED MELTHE
EMBEREERSREXARARASREHE
AEBGARERERDBARETHM

BReEREMNEE -

—tF+=-A=+—HILFE Forthe year ended 31 December 2017

BERBELENEE

RECONCILIATION OF LIABILITIES ARISING
FROM FINANCING ACTIVITIES

The table below details changes in the Group'’s liabilities arising from
financing activities, including both cash and non-cash changes. Liabilities
arising from financing activities are those for which cash flows were, or
future cash flows will be, classified in the Group’s consolidated statement
of cash flows as cash flows from financing activities.

Eff—x
R R
AFHE
Amount
duetoan
BiTER  ENEZ  EMRE intermediate
Bank Bonds  Dividend holding Hoth (ii)
borrowings payable  payables  company  Others (ii)
BRI BETT BETT BETT BETT BB
HK$"000 HKS'000 HKS'000 HKS'000 HKS'000 HK$'000
RZE—+F—-A—H At 1 January 2017 15,762,513 9,948,919 339,434 - - 26,050,866
RERERE() Financing cash flow (i) 13,760,401  (5,770,350) - - - 7,990,051
Wl B AR (f135) Acquisition of subsidiaries (Note 35) 466,751 - - - - 466751
FRLE Non-cash changes
HMERE i, Foreign exchange translation 2,220,123 486,813 7,859 - - 2,714,795
FERES Interest expenses - - - - (2,115904) (2,115,904)
TREHIRE Special dividend declared - - 668,348 - - 668,348
SIRAERS Final dividend declared - - 565,606 - - 565,606
RIS, Special dividend paid - - (668,348) - - (668,349
ERREIRS Final dividend paid - - (565,606) - - (565,606)
MFRERRRERRE Dividend declared to non-controlling
shareholders - - 904,499 - - 904,499
BRIFFERERRE Dividend paid to non-controlling
shareholders - - (669,211) - - (669,211)
SR BAREIMERRE  Payment for consideration for acquisition
of additional interests in subsidiaries - - - - (884,361)  (884,361)
FERERTE Capital contribution from non-controling
interests - - - - (40,250) (40,250)
—RERERARIRERR Advances from an intermediate holding
company - - - 2,262,740 - 2,262,740
BE-RPEERDAZR Repayment of advances from an
intermediate holding company - - - (2.262,740) - (2,262,740
RZE—+F+-A=1—-H At 31 December 2017 32,209,788 4,665,382 582,581 - (3,040515) 34417236

0] B B GEAE BT RERTPIRITEN
BT B HI B A 1 FRERJE BH %

ZH o

(i)  EMIIEFEHX - X ENE L AR
SMEm B R IR T E -

246
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(0] The cash flows make up the net amount of proceeds and repayment from
bank borrowings and bonds payable in the consolidated statements of
cash flows.

(ii) Other represents the interest expenses, payment for consideration for
acquisition of additional interests in subsidiaries and capital contribution
from non-controlling interests.
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BT T BT T
HK$’000 HK$’ 000
EREBEE NON-CURRENT ASSETS
ME - WE N RE Property, plant and equipment 1,531 1,928
RETB AR RE Investments in subsidiaries 14,039,457 14,039,457
14,040,988 14,041,385
REEE CURRENT ASSETS
Hh el saa Other receivables 16,762 2,234
FEURH /B A RIFRIE Amounts due from subsidiaries 18,057,699 9,916,534
FEM B B AR A BI5RIE Amount due from immediate holding
company 17,967 17,932
WITEB LIRS Bank balances and cash 1,283,756 6,048,196
19,376,184 15,984,896
REEE CURRENT LIABILITIES
E At ERT IR Other payables 12,103 457,632
N —RMB A RIE Amount due to a subsidiary 287,672 174
JEAS R IR R R RRIA Amount due to intermediate holding
company 12 _
IRITEI — R —FRDH Bank borrowings — due within one year 3,996,750 892,550
4,296,537 1,350,356
RBEEFE NET CURRENT ASSETS 15,079,647 14,634,540
BEERRBAR TOTAL ASSETS LESS CURRENT LIABILITIES 29,120,635 28,675,925
FEREBAE NON-CURRENT LIABILITIES
IRITER — R — 1455 Bank borrowings — due after one year 798,396 1,092,021
BEZE NET ASSETS 28,322,239 27,583,904
EXR#E CAPITAL AND RESERVES
R& A (B7E33) Share capital (note 33) 27,241,289 27,241,289
fttE (L) Reserves (Note) 1,080,950 342,615
R TOTAL EQUITY 28,322,239 27,583,904

The Company’s statement of financial position was approved and
authorised for issue by the Board of Directors on 21 March 2018 and are
signed on its behalf by:

ARANHBRARBRER T —\F=
A+ —H&EESERRETE X
HATALTRERRE

&Y% WANG CHUNCHENG ZEE LI GUOHUI
EZ%E DIRECTOR BEZE DIRECTOR
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43. %’ATE’J BF 3% AR O ¥ 3Rk B K

43. STATEMENTS OF FINANCIAL POSITION OF

DRI (& THE COMPANY AND RESERVES OF THE
COMPANY (continued)
Hiat - Note:
(RETEER)
REBEF
BE S f#E (Accumulated
Translation losses)
reserve retained profits
PREEF T BT BT
HK$'000 HK$’ 000 HK$'000
RZE—RF—H—H At 1 January 2016 (312,062) (1,054,141) (1,366,203)
FREF Profit for the year - 1,939,567 1,939,567
MEELENER E5H Exchange differences arising on
translation (230,749) - (230,749)
Fr(EER)EMEE2E(FER) Total (loss) profit and comprehensive
U A 4B %E (expense) income for the year (230,749) 1,939,567 1,708,818
RZE—R"F+=ZA=+—H At 31 December 2016 (542,811) 885,426 342,615
R F Profit for the year - 1,174,237 1,174,237
BB EERE R Z5 Exchange differences arising on
translation 798,052 - 798,052
FRRM R 2B AT Total profit and comprehensive income
for the year 798,052 1,174,237 1,972,289
TR A IR RS (T 14(0) Dividends recognised as distribution
(Note 14 (ii)) - (565,606) (565,606)
B ERIRR S (HaE 140) Special dividend paid (Note 14()) - (668,348) (668,348)
RZZE—+tF+=A=+—H At 31 December 2017 255,241 825,709 1,080,950
44 BAREFIELE] 44. RETIREMENT BENEFIT SCHEMES
rh PRC

248

AEENTBHES AP HEHBTEEN
BREERNEHTENKE - NEEE
BT EKANIETE A DL RERRER S
I A ER - REBFIRKEFIET
BFENE —EEAERETHK - BHE
—E—+FE+-_A=+—HItEE K&
IR M AB R AR 578 85 683,955,000 (=
T — N ¢ B%633,346,0007T) © JIARE
B AFERRREERKREMNGE M
E’]T TA °

&8

AEBE2ER _ZETF+ - AREB(ER

é‘ﬁ%ﬂli NEEET BRG] SRR IR TE
FFEI([8EE T8 )) | T/ R E kG

EJ ZEFENBEERARENEENR

FEAEHNESTORAFE -
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The employees of the Group in the PRC are members of state-managed
retirement benefit schemes operated by the local government in the
PRC. The Group is required to contribute a specified percentage of the
payroll costs to the retirement benefit schemes to fund the benefits. The
only obligation of the Group with respect to the retirement benefit
schemes is to make the specified contributions. Total cost charged to
profit or loss of HK$683,955,000 during the year ended 31 December
2017 (2016: HK$633,346,000) represents contributions paid to the
state-managed retirement benefit schemes by the Group in respect of
the current year.

Hong Kong

The Group participates in a defined contribution scheme which is
registered under a Mandatory Provident Fund Scheme (the “MPF
Scheme") established under the Hong Kong Mandatory Provident Fund
Schemes Ordinance in December 2000. The assets of the schemes are
held separately from those of the Group, in funds under the control of
trustees.



—F—F A=t -AILERE
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(#)

maEESHEKEMS - AEESIKZARK
TEKARNS% X FAFTAZEEE 1,500
TTEZETEER R mES MELEE

B3 o

BE-_Z—+H+-_R=+—HIFE"
RIB 05 B 48 5K AN 78 #5 5,837,000 7T (=
T—NE  #85,692,0007T) 0 IAER
RAFEMRESFT B TR -

RZE—tEFR =T —R"F+A=1+—
B ATER R R FEER R E R UK
HAESEBITK °

REARAR_Z—tF+_A+-AK
e R Bk R 8 (TR (o ikt 81)) - IR
MEEG SIS EEBEMBLLOFMEE
B REBIRWIIBFAS  EET R
RONMGEEM—BL  BRHABHEREK
FMEHE THERIE  EMRERNAFN
RHERMBRM BN ZALL

Ry BB B 198 ABE R BIRE
ZERTEZRBIUIFNTESRIN) -
SREEAR (BREAKE  BIGKLE 8
BHEIERBUIBENAL EFSWE
REBERANRENEMCISREEA
8)  UREEMRIMEE N REELE?
BLRREREERZENEMEHRET -

RITERIBER D HEA B R ARRFAEE
ot Bl () &% KA 15 HA R AT B2 4T A0 FT
f&% (7 R & & HE T 15 48 18 628,450,646 A% %
5 BERBERG BRI ZAZER
EEFRIAS FERBE BARTE T
IR BE ) 10% © IRIEM (D AR E B X
BT REE R BT A TR
PRI BBBAARRNRTEITRMN BB
1% ° RIFAX 1D HARERT B R EAb 5T &) (20 )
WHZETA EARITEZR D PEETFEE
Al FEIT2EBLFYB 2REINESBBAR
AT BRI 2 EBEERESZ230% ' &
BEBR N LR EE - BERD B R IE
B (7 HARE = 81 Ko AN 2 BT o] E 51 21 5%
;jj °

For the year ended 31 December 2017

(continued)

(continued)
For members of the MPF Scheme, the Group contributes 5% of relevant
payroll costs or at monthly maximum cap of HK$1,500 each person to
the scheme, which contribution is matched by the employees.

The total cost charged to profit or loss of HK$5,837,000 during the year
ended 31 December 2017 (2016: HK$5,692,000), represents
contributions paid to the MPF scheme by the Group in respect of the
current year.

At 31 December 2017 and 2016, the amount of forfeited contributions
available to reduce contributions payable in the future years is
insignificant.

Pursuant to the share option scheme adopted by the Company on 12
December 2017 (the “Share Option Scheme”), the purpose of the Share
Option Scheme is to effectively retain and attract exceptional talents
through a further optimized remuneration structure, align the interests
of the employees and Shareholders, and effectively motivate both the
management team and key employees, thereby fostering the long-term
development of the Company and maximizing the interests of the
Shareholders.

There are 199 incentive targets under the Share Option Scheme, who
are the Directors (excluding non-executive Directors and independent
non-executive Directors), senior management (including general
managers, deputy general managers, heads of the finance department
and those personnel with such functions, board secretaries and other
senior management pursuant to the Articles of Association), and other
key employees whose management and technical skills may have a
direct impact on the results of operation and strategic development of
the Group.

The total number of new Shares that may be issued upon exercise of the
share options pursuant to the Share Option Scheme and all other
schemes of the Company (if any) shall not, in aggregate, exceed
628,450,646 Shares, representing 10% of the Company's total issued
shares as at the date on which the resolution approving the Share
Option Scheme is passed at the extraordinary general meeting. The total
number of new Shares that may be issued in relation to the first grant of
the share options to the incentive targets under the Share Option
Scheme shall not exceed 1% of the Company’s total issued Shares. The
limit on the number of securities which may be issued upon exercise of
all outstanding options granted and yet to be exercised under the Share
Option Scheme and other schemes (if any) shall not exceed 30% of the
relevant class of securities of the Company in issue from time to time,
and no share option may be granted under the Share Option Scheme
and any other schemes of the Company if this will result in this limit
being exceeded.
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For the year ended 31 December 2017

(continued)

The exercise price of the share options under the Share Option Scheme
shall be determined by the Board, but shall not be less than the highest
of (i) the closing price of the Shares on the grant date (which must be a
trading day) as stated on the Stock Exchange’s daily quotations sheet;
and (i) the average closing price of the Shares for the five (5) trading
days immediately preceding the grant date as stated on the Stock
Exchange’s daily quotations sheet on the grant date. The Share Option
Scheme shall be valid for ten (10) years from its effective date, unless
otherwise terminated pursuant to the terms therein.

No share option was granted under the Share Option Scheme during
the year ended 31 December 2017.

Subsequent to the reporting period, the Group has the following
transactions:

(@  Pursuant to an acquisition agreement dated 13 December 2017,
EHBHGEEE AR A A, a wholly owned subsidiary of the
Company, acquired the remaining 44.35% equity interest in =
L) B 8 AR 2] (China Resources Purenhong (Beijing)
Pharmaceutical Co., Ltd. or “CR Purenhong”), a non-wholly
owned subsidiaryof 22 H B R XK E AR A Flata
consideration of RMB368,000,000 (equivalent to
HK$440,238,000). As at the date of issuance of these
consolidated financial statements, the transaction has been
completed and the Group owned the entire interest in CR
Purenhong.

(b)  Pursuant to an acquisition agreement dated 15 December 2017,
FEHBREmELEGRE R A], a wholly owned subsidiary of the
Company, acquired the remaining 49% equity interest in 24
7 & 53 B % 5 BR 2 & (China Resources Hunan Shuangzhou
Pharmaceutical Co., Ltd. or “CR Hunan Shuangzhou”), a non-
wholly owned subsidiary of £ E HEEEE AR AR ata
consideration of RMB355,250,000 (equivalent to
HK$424,986,000). As at the date of issuance of these
consolidated financial statements, the transaction has been
completed and the Group owned the entire interest in CR Hunan
Shuangzhou.

(©  InFebruary 2018, CR Pharmaceutical Investment, a wholly owned
subsidiary of the Company, acquired approximately 1.4 million
listed shares of Dong-E-E-Jiao, a company listed on the Shenzhen
Stock Exchange, for a cash consideration of RMB83,492,262.52
(equivalent to HK$103,085,391.77),which represented an
additional equity interest of 0.21% in Dong-E-E-Jiao (the “Share
Acquisition”). As at the date of issuance of these consolidated
financial statements, the Share Acquisition has been completed
and the Group's effective equity interest in Dong-E-E-Jiao was
increased from 19.75% to 19.96%.
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China Resources Pharmaceutical Group Limited

41/F, China Resources Building, 26 Harbour Road, Wanchai, Hong Kong
(Incorporated in Hong Kong with Limited Liability)
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