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China Resources Pharmaceutical Group Limited (stock code: 3320) is a
leading integrated pharmaceutical company in China. Our business spans
across manufacturing, distribution and retail of pharmaceutical and
healthcare products. Since the establishment in 2007, the Group has
developed into the fifth largest pharmaceutical manufacturer and the
second largest pharmaceutical distributor in China. In October 2016, the
Company successfully completed its global offering in Hong Kong. Since
its listing, the Company 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.

Our manufacturing business encompasses the research and development,
manufacturing and sale of pharmaceutical products. We manufacture
more than 430 products 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 brands including “Sanjiu (= /1.)", “Dong-E-E-Jiao (3 B ]
2)”, “Double-Crane (2%5)" and “Zizhu (%£17)".

We operate a national distribution network comprising 160 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 over
800 pharmacies under national or regional premium brands — “CR Care
(ZEHE=E)", "Yibaoquanxin (B{RZ%)", “Li'an chain (f2Z&&E )", and
“Tung Tak Tong (F#EE)". |
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BOARD OF DIRECTORS

Chairman and non-executive Director
Mr. FU Yuning

Executive Director and Chief Executive Officer
Mr. WANG Chuncheng

Executive Director and President
Mr. SONG Qing (resigned on 6 August 2018)

Executive Director, Chief Financial Officer and Vice President

Mr. LI Guohui

Non-executive Directors

Mr. CHEN Rong

Mr. YU Zhongliang

Mr. WANG Shouye (appointed on 18 May 2018)
Mr. LU Ruizhi (appointed on 18 May 2018)

Mr. WANG Chenyang (retired on 18 May 2018)
Ms. WANG Jing (resigned on 18 May 2018)

Independent non-executive Directors
Mdm. SHING Mo Han Yvonne

Mr. KWOK Kin Fun

Mr. FU Tingmei

Mr. ZHANG Kejian

AUDIT COMMITTEE

Mdm. SHING Mo Han Yvonne (Chairman)
Mr. CHEN Rong

Mr. LU Ruizhi (appointed on 18 May 2018)
Ms. WANG Jing (resigned on 18 May 2018)
Mr. KWOK Kin Fun

Mr. FU Tingmei

Mr. ZHANG Kejian

NOMINATION COMMITTEE

Mr. FU Yuning (Chairman)
Mr. WANG Chuncheng

Mdm. SHING Mo Han Yvonne
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
Mr. FU Tingmei

Mr. ZHANG Kejian

CORPORATE GOVERNANCE COMMITTEE

Mr. FU Tingmei (Chairman)
Mr. WANG Chuncheng

Mr. LI Guohui

Mdm. SHING Mo Han Yvonne
Mr. KWOK Kin Fun

Mr. ZHANG Kejian

EXECUTIVE COMMITTEE

Mr. WANG Chuncheng (Chairman)
Mr. SONG Qing (resigned on 6 August 2018)
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

Ernst & Young
(appointed on 18 May 2018)
Deloitte Touche Tohmatsu
(retired on 18 May 2018)

REGISTERED OFFICE

41/F, China Resources Building
26 Harbour Road

Wanchai

Hong Kong
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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 Beisanhuan Sub-Branch Beijing
Agricultural Bank of China Shenzhen Overseas Chinese Town Branch
Banco Santander, S.A. Hong Kong Branch

Bank of America N.A.

Bank of China (Hong Kong) Limited

China Construction Bank (Asia) Corporation 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

MUFG Bank, Ltd., Hong Kong Branch

Westpac Banking Corporation

INVESTOR RELATIONS

Strategic Financial Relations Limited

COMPANY'S WEBSITE

http://Awww.crpharm.com

STOCK CODE
3320
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Definitions

RAFRERER B ESEAHEIN - THFEZE  In this interim report, the following expressions shall have the following
ABNATERE - meanings unless the context indicates otherwises:

ARRREBEAE

annual general meeting of the Company

RRABIRZE—REXRNAZTBEEIRBRRAN B EZME (B TEHEET)
the articles of association of the Company (as amended from time to time), adopted by
a special resolution passed on 20 June 2016

KRBIESE
board of Directors

IREEERGEEREFRL  RZEENF+A=THEFEFMRIHNBEERE - B
B EZERR

Beijing State-owned Capital Operation and Management Centre (It RE A E ALK L E
AL, a state-owned enterprise incorporated in the PRC on 30 December 2008 and
our substantial Shareholder

EAAR A S TP # A (R EER TR

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

PEARKME  AFHBRENS - TEEEE ORFIEIITHRER REEHE
People’s Republic of China, excluding, for the purposes of this interim report only, Hong
Kong, Macau SAR and Taiwan

EHEREEEARANA
China Resources Pharmaceutical Group Limited

EHEBEERMNERAR B REBEEROHABRAE —KR—ANEFRA
TABIREREAEEMAINAR - ERGE LFEHFZ S L (BRHA5E - 600062)
China Resources Double-Crane Pharmaceutical Company Limited (£ 8 &8 22 i (D A
fR/2@]), formerly known as Beijing Double-Crane Pharmaceutical Co., Ltd. (Jt &
BEER D AMR A R)), 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)

#H(EE)BRAT —KR—AN=ZFEANBEBEIMALNERATF - BEERG
ERATZEWE AT REMAIERRER

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

ERH-NBERMNERDA - B NABEROARRT  — KR - AN FRAZ+—
HRFEPEUEEFMA LA REF - EROERIFFZ S L (BG5S - 000999)
China Resources Sanjiu Medical & Pharmaceutical Company Limited (Z£8 = B #23% (D
BBRAF]), formerly known as Sanjiu Pharmaceutical Co., Ltd.(Z WEZRHERAR]),
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)

06 2018 R
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Definitions

[E=]
“Director(s)”

ViN/NETF-§==t
director(s) of the Company

[ SR o 2

“Dong-E-E-Jiao”

SRBAT B AR AR A PR A A - AT L) SR SRR B R~ LIS SR A B R (SR ) AR B PR A B R LR
R BEROAERAR  —KR—NANEFNATMEREFRBEDERFMAAAR - Eik
MIERYIEFZ H A L (B 5 - 000423)

Dong-E-E-Jiao Company Limited ( 3 f [ B2 B% 7 & BR A & ), formerly known as
Shandong Dong-E-E-Jiao Factory (LLERE P E), Shandong Dong-E-E-Jiao (Group)
Co., Ltd. (LU EIFIRE (£E) B BMR A ) and Shandong Dong-E-E-Jiao Co., Ltd.
(LM P RRAE S B PR AE)), 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)

[A5E] PN R YN

"Group” the Company and its subsidiaries

[&#E] FEEBRRIITERR

“Hong Kong” the Hong Kong SAR of the PRC

[BXRAEBR] EPNNGE]

“IPO” initial public offering

= Pt FERgE 32 P E AR T

“Listing” the listing of the Shares on the main board of the Stock Exchange

P TR BT

P BB
g D B e S
(NG AL T RGP
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Definitions

[ LR Al
“Listing Rules”

B 32 P8 5 AR Al (B8P EHEET)
the Rules Governing the Listing of Securities on the Stock Exchange (as amended from
time to time)

EEST
“Model Code”

ETRAIM ST ATE S EM BT AERETERR HNEESFE
Model Code for Securities Transactions by Directors of Listed Issuers as set out in
Appendix 10 to the Listing Rules

([BREREEEER]
“NMPA"

PEEREREEETER
National Medical Products Administration (BIZK % EE B EIE F) of the PRC

[ERER]
“Prospectus”

ARABABPA_ZE-RFTATLANEBKRER
the prospectus of the Company dated 17 October 2016

[} EHIA
“Reporting Period”

HE—_Z—)\FXA=tHIL~EA
the six months ended 30 June 2018

[ BIT R E |
“SAR"

B BT
Special Administrative Region of the PRC

(R RMEHRSG) ]
“SFO"

(EHMEE KON EBEFIE 5712 ) (BTEHERT)
Securities and Futures Ordinance (Chapter 571 of the laws of Hong Kong) (as amended
from time to time)

[ ] PN S0

“Share(s)"” share(s) of the Company

(B3R ZNNSIElSGESZE PN

“Shareholder(s)"” holder(s) of Shares of the Company

[ B 3 P BERBERHABRAT -
“Stock Exchange” The Stock Exchange of Hong Kong Limited R

(BTl B8]
“HK$” or “HKD"

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

[AR% ARBT  RBEUEEEE
“RMB" Renminbi Yuan, the lawful currency of China
E3l ETT KBUEEER

"US$" or “USD"

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

[% ]
oy

Ankt
per cent

EARRESRER > R BRI AR ES 5% In the event of any inconsistency in the Chinese and English versions of
AeEEnh Y EABEREE 2L MmAa T M the names of the PRC established companies or entities, laws or

& BMAPXRWRE -

08 2018 R
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Management Discussion and Analysis

ZE-N\FUKR - BHEFEMBRRNEARIMNR
5 hBERECERETE  BPRFNERE
2 FH¥FGDPRLLIERG6.8% - AEIEEER
TERE - AR ERRZEFRER - BERTR
RN - EBRLSEER -

BEE (RFEHE ] BRSO R PR EEER
HRERERL  E—THIBERRER HER
£ BNRNECERSER  RCEUCER - RE
TEMS  GEEFNSEEXE  EPENEEE
ERFRR  TEERSEINEBLE -

TR N\FHERTEBETERRREEETH
B —F  TEEBER DT EREAEMK
FERT - Higm - —BUERHE - B ENRE
HENEERRERRERE AN NER - BIR %
mEEEEREERRAMREREMRMGHEE
(ICHEERZEERE @ TXEERERED - 2
ET IR - ERIRTT - BN - [MREH] EF
EWER O RAERREEER  BERBIBE
BEAZIEE - B - [TEX ] 2EER -
DML EAMELE - BENEDEAREREE -
XA - TER B BB RAH REERBEE
i BRESEEEHRE PG 2EHETH
ZRENBRINZTHEANIR - BB
W — AE — RENDIBEREENEMK 58
IRINGE - TIHE—FTHRE - L FEERBHON
EhHBEMNE - P REELEBTAVE -

In the first half of 2018, in facing the complicated and changing domestic
and global environment, China’s economy maintained the momentum of
sound development, with its GDP recording a year-on-year growth of
6.8%. As supply-side structural reform continued, the de-capacity process
offered momentum for the country’s pursuit of high-quality development
by replacing traditional drivers with new ones.

Following the introduction of the “Healthy China” strategy, the reform of
China’s pharmaceutical and healthcare system continued to be deepened,
where more emphasis was put on public health and the improvement of
people’s wellbeing by optimization of industrial structure, acceleration of
medical reform progress, standardization of the industrial market, rational
control on medical costs, and promotion of the domestic pharmaceutical
industry development. The industry growth continues to be better than
the macro economy.

2018 marks a key year for the policy reform of China’s pharmaceutical
industry. The industry is undergoing an intensive structural adjustment
and reconstruction. Regarding the supply side, certain major reform
results, including the consistency evaluation and the acceleration of
evaluation and approval of innovative drugs, are bearing fruits. NMPA
was elected as a member of the International Council for Harmonization
(ICH) Management Committee. Meanwhile, the industry supervision has
aligned with the international standards, and R&D innovation and quality
improvement were promoted. Regarding the distribution side, with the
gradual implementation of the “Two-Invoice System”, the framework of
pharmaceutical distribution was comprehensively reconstructed, and the
pharmaceutical indirect distribution business was squeezed. Regarding
the medical institutions side, the full enforcement of “zero-markup”
enhanced the hierarchical diagnosis and treatment, and the medical
reform has now entered the critical stage where many hurdles are needed
to be overcome. Regarding the payment side, the new version of Medical
Insurance Drugs Catalogs and the negotiation results of drugs covered by
medical insurance have been released. The budget management of the
medical insurance fund has been further strengthened, and more
effective payment modes have been promoted based on DRGs (Diagnosis-
Related Groups). Regarding the regulatory supervision side, the whole
supervision process of R&D, production and distribution has been
strengthened with stricter market regulation. The reform of the regulatory
supervision authorities in the first half of this year will significantly
influence the future development of medical reform.

EHBEREARDA
China Resources Pharmaceutical Group Limited
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82,737.6 BB ILIEMN13.3% (IRBARE O
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41%) c ZF— N\FL¥FRE . BEyy &
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16.1% ~ 81.2% A2 2.6%
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T BRIE—+F ¥ FNTHERE 1252808
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Subject to the effects from various factors including policy guidance,
development of healthcare industry and demographic change, the
pharmaceutical industry in the PRC will enter a new development cycle
after industrial restructuring. The Company will face price pressure
exerted form the stringent control of medical insurance expenditure,
reduction in tender price and second-round price negotiation in the short
term. With challenges in all aspects, including more stringent supervision,
structural adjustment, industry upgrading and pressure from payment
collection, competition within the industry becomes fiercer. In the long
run, amid the acceleration of aging population and consumption
upgrading, the industry demands would remain stable. Along with the
progress of medical reform, the structural adjustment of the industry
would be strengthened. The integration of new technologies to
pharmaceutical industry will lead to the emergence of new business
models. It is expected that China’s pharmaceutical industry will maintain
stable growth in the future. We believe that, as a leading integrated
pharmaceutical enterprise in the PRC, the Group, by leveraging on the
advantages of its diversified business network and product portfolio,
product quality and innovation capabilities, integrated business model
and structured operations, will create higher value in the new era of the
pharmaceutical industry.

In the first half of 2018, the Group effectively implemented its key
strategies under the “13th Five-Year Plan” in line with the direction of
industry policies and market demands. The Group further improved its
business layout, expanded its distribution landscape, promoted innovation
and transformation, optimized its business structure, and improved the
standard of operation and management. As a result, the Group achieved
a solid growth in its operating results and a continuous improvement in
the efficiency of operation and its profitability.

During the Reporting Period, the Group recorded a total revenue of
HK$93,740.8 million, representing an increase of 13.3% when compared
with that of HK$82,737.6 million in the first half of 2017 (an increase of
4.1% in terms of RMB). In the first half of 2018, the revenue of the three
major business segments, namely pharmaceutical manufacturing,
pharmaceutical distribution and pharmaceutical retail businesses
accounted for 16.1%, 81.2% and 2.6% of the total revenue,
respectively.

During the Reporting Period, the Group recorded a gross profit of
HK$16,881.4 million, representing an increase of 34.7% when compared
with that of HK$12,528.0 million in the first half of 2017. The overall
gross profit margin was 18.0%, representing an increase of 2.9
percentage points as compared with the gross profit margin of 15.1% in
the first half of 2017, mainly driven by the significant increase in the gross
profit margin of the pharmaceutical manufacturing business and the
pharmaceutical distribution business as a result of the continuous
improvement of product mix and business structure.
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NAEER AELRR
PROFIT ATTRIBUTABLE TO
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BEEE
HK$million
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In the first half of 2018, the Group recorded profit attributable to owners

ERBH22496 8L M-F—EFLFF of the Company of HK$2,249.6 million, representing a significant

BWARBHEA ABIEENEBRE 1810488 TR

increase of 24.3% (an increase of 14.2% in terms of RMB) when

ZiR243% (L}U\E?ﬁ%lﬂ@ipuﬁ.z%) °_73/<\: compared with that of HK$1,810.4 million in the first half of 2017. Basic
T\ FERF - BREABHAE0367L(Z  eamings per share was HK$0.36 in the first half of 2018 (HK$0.29 in the

Tt FE¥FFRERK029T) °

first half of 2017).
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The pharmaceutical manufacturing business of the Group focused
on core products, expanded the business deployment, and enriched
its product portfolio. In addition, the Group also sped up the
acquisition of products by innovating R&D capabilities and
expanding business cooperation on international level. Meanwhile,
the Group promoted the product mix optimization and industrial
technology upgrading, integrated marketing resources, aiming to
improve the brand influence and capture greater market share.
During the Reporting Period, the segment revenue in
pharmaceutical manufacturing business of the Group recorded
HK$16,874.5 million, representing an increase of 32.9% when
compared with the first half of 2017.

In the first half of 2018, by product categories, the revenue from
sale of chemical drugs was HK$8,039.1 million, representing a year-
on-year increase of 50.9% when compared with the same period
of last year, which was mainly due to the revenue increase in anti-
infective drugs, infusion products as well as chronic diseases drugs
and specialty drugs. The revenue from sale of Chinese medicines
was HK$7,496.5 million, representing a year-on-year increase of
19.9%, which was mainly due to the revenue increase in Chinese
medicines OTC products of various categories, Chinese prescription
drugs for therapeutic areas including cardiovascular, and formula
granules of Chinese medicine. The revenue from sale of
biopharmaceutical drugs was HK$88.5 million, representing a year-
on-year increase of 39.1% due to adjustments of sales model. The
revenue from sale of nutritional and healthcare products was
HK$306.9 million, representing a year-on-year increase of 93.6%,
mainly due to the enriched variety of healthcare products.

During the Reporting Period, the gross profit margin of
pharmaceutical manufacturing business of the Group was 63.7%,
representing an increase of 3.6 percentage points when compared
with the first half of 2017, which was mainly due to restructuring
and upgrade of the pharmaceutical manufacturing business,
continuous optimization of the product mix and improvement in
the manufacturing process.
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The Group continues to increase its investments in research and
development since it regards the research and development
innovation as an important driver for the long-term success. During
the Reporting Period, the research and development expenditure
were HK$649.0 million. The Group follows the government policies,
industrial technology development trends and market demands,
with a view to improving its core competitiveness by integrating
research and development capabilities on generics and innovative
drugs, maintaining its focus on cardiovascular system, oncology,
alimentary tract and metabolism, the central nervous system as well
as the immune system. As at the end of the Reporting Period, the
Group operated two nationally certified engineering and
technological research 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 30 June 2018, the Group had 197 research and development
projects, including 37 projects regarding innovative drugs, mainly
focusing on immune system, oncology and respiratory system.
Among which, one oncology drug is in phase Il clinical research,
while for one respiratory system drug, clinical trial applications will
be filed in the PRC and United States. At the end of the Reporting
Period, 19 projects were pending for registration approval by
NMPA. During the Reporting Period, the Group obtained 23
patents, had four products (such as the pegylated injectable
recombinant human erythropoietin (27, B2 E 40 AR 4T &= 3 51
&) approved by NMPA for clinical trials and three products (such as
busulfan injection ( B J8 % /£ 51 /& ) approved by NMPA for
production, which further enhanced its product line for the
pharmaceutical manufacturing business. Moreover, the Group’s
Levetiracetam tablet (£ Z:7 751 /) was included in the published
list for priority review and approval published by Center for Drug
Evaluation (& aTH ) in July 2018.

EHBEKEERAA 1 3
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The Group collaborates with domestic and overseas research and
development institutes by means of technology licensing, service
outsourcing and the establishment of joint laboratories. During the
Reporting Period, for therapeutic areas including oncology, immune
diseases, anti-infection and respiratory system, the Group
conducted multi-directional strategic cooperation with the National
Center for Nanoscience and Technology of Chinese Academy of
Sciences (A B £ 22 B B X 44 oK & 22 dh (), Union Institute of
Materia Medica (1% F1 % %) A7 ), Nankai University, WuXi AppTec,
Fujifilm Corporation in Japan and Pharmaron. During the Reporting
Period, the Group introduced a product — Spherotide — a long-
acting microsphere-based injectable drug of clinical and market
values being developed by Swedish company Xbrane. This product
is used in the treatment of prostate cancer, uterine fibroids and
endometriosis.

With the Group’s strong emphasis, priority was given to facilitate
consistency evaluation projects for generic drugs. As at the end of
the Reporting Period, over 40 consistency evaluation projects have
commenced (of which, over 20 projects are not in the 289 catalog).
Various projects have commenced bioequivalence clinical trials, and
Terazosin Hydrochloride Tablets ( 22 8% 5 7 2 B2 Fy ), Amlodipine
Besylate tablets ( % f& Bs & & #0 ¥ /v ) and Metformin Sustained
Release Tablets ( — F¥ & Il 4% ¥ & ) have completed application
filing. In July 2018, the Group received the “Approval Document
for Supplementary Application of Drugs” issued by NMPA on
Amlodipine Besylate tablets (5mg) which passed the consistency
evaluation.

Leveraging the implementation of “Two-Invoice System” policy, the
Group made sustained efforts to expand the distribution network in
terms of width and depth, with a view to enhancing the customer
coverage in distribution business. The Company continues
optimizing product portfolios and upgrading business structure,
promoting innovative service and lean management. In the first half
of 2018, the Group’s pharmaceutical distribution business achieved
a segment revenue of HK$77,601.0 million, representing an
increase of 10.2% when compared with the first half of 2017.
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During the Reporting Period, the Group expedited distribution
network in western provinces. The Group also enhanced
construction of provincial platforms and penetrated into grassroots
markets to further strengthen the competitive edge of the Group's
pharmaceutical distribution business in regional markets, aiming to
further strengthen the control over downstream terminals. As of 30
June 2018, the pharmaceutical distribution network of the Group
covered 27 provinces, municipalities and autonomous regions
nationwide, with customers including 5,857 Class Il and Class Il
hospitals, 38,954 primary medical institutions and 28,916 retail
pharmacies.

In recent years, the Group has optimized its business structure on
an on-going basis. The proportion of the revenue from direct
distribution business to medical institutions in the total revenue
from distribution business has been increasing continuously. As a
result, the Group’s pharmaceutical distribution business recorded a
gross profit margin of 7.4% during the Reporting Period,
representing an increase of 1.0 percentage point when compared
with the first half of 2017.
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During the Reporting Period, by following the direction of policies
and customer demands, the Group proactively encouraged the
transformation of distribution business, explored and implemented
value-added services along the supply chain, aiming to build up its
core competitive advantages. The Group continued to improve its
efficiency by the establishment of an integrated and modernized
intelligent logistics system. As at the end of the Reporting Period,
the Group'’s distribution business had 160 logistics centers. The
Group continued to expand its upstream resources, increased
introduction of quality products for chronic diseases and major
diseases, explored value-added services for imported drugs, and
optimized product structure in the long run. Efforts were also made
to promote the development of professional medical equipment
distribution business. Meanwhile, the Group promoted various
innovative distribution business models and engaged in the
e-commerce business proactively to provide more value-added
services to its downstream customers. As of 30 June 2018, the
Group provided hospital logistic intelligence (“HLI") services to
approximately 300 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$2,470.4 million, representing a
year-on-year increase of 16.7% while the gross profit margin of the
retail business was 16.3%, representing a decrease of 0.9
percentage point when compared with the first half of 2017. This
was mainly due to the rapid growth of direct-to-patient (“DTP")
business which has a relatively lower profit margin.

During the Reporting Period, the Group further integrated the
pharmaceutical retail resources in terms of brand, product and
information system, aiming to enrich and optimize the variety of
products. The Group also actively built up centralized procurement
platforms, and carried out a variety of novel business models such
as DTP and chronic disease management. As of 30 June 2018, the
Group had 812 retail pharmacies and 94 DTP pharmacies covering
more than 50 cities in the PRC.
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SPEED UP BUSINESS EXPANSION VIA M&A,
UNDERPIN LONG TERM GROWTH

For pharmaceutical manufacturing business, the Group has successfully
implemented several external acquisitions in relation to Chinese medicine
and chemical drugs during the Reporting Period, further improved its
business layout and expanded its product portfolio. In May 2018, the
Company and the People’s Government of Jiangxi Province (“Jiangxi
Government”) entered into a strategic cooperation framework
agreement, pursuant to which, both parties agreed to utilize their
relevant strengths, consolidate resources and establish long-term strategic
cooperation relationship. As part of the strategic cooperation, Jiangxi
Government agreed to restructure the Jiangxi Jiangzhong Pharmaceutical
(Group) Co. Ltd. OIFA) I % (£E) BFREF A A) (“Jiangzhong
Group”) whereby the Group will acquire or subscribe 51% or above
equity interest in Jiangzhong Group by way of cash or assets. Jiangzhong
Group controls 43.03% shareholding interest in Jiangzhong
Pharmaceutical Co, Ltd. ()T # %2 % & {5 & R 2 7] ) ("Jiangzhong
Pharmaceutical”), a leading pharmaceutical manufacturer of OTC
products in the PRC. Jiangzhong Pharmaceutical has strong brand
influence and high market share in both alimentary tract and
oropharynx areas. In the future, it shall cooperate with the Group in
various aspects such as brand, product, manufacturing, R&D and sales
channels to realize synergies with the Group’s pharmaceutical
manufacturing business, which will enhance the Group’s core
competitiveness in respect of Chinese medicine self-diagnosis and
treatment and the development of herbal Chinese medicines, among
others. China Resources Pharmaceutical Holdings Company Limited (24
B iR AR A 7)) (“CR Pharmaceutical Holdings”) has entered into
a share subscription agreement with existing shareholders of Jiangzhong
Group for the subscription of the shares of Jiangzhong Group.

EHBEREARDA
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In May 2018, CR Double-Crane announced the acquisition of 45% equity
interests in Xiangzhong Pharmaceutical Co., Ltd. (isf & & H R A 7))
("Xiangzhong Pharmaceutical”), with an aim to enhance the product
line of psychiatric and neurological specialty drugs, and strengthen the
marketing and sales capability of psychiatric speciality drugs to hospitals.
In August 2018, CR Double-Crane announced the further acquisition of
40.65% equity interests in Xiangzhong Pharmaceutical. Upon the
completion of this transaction, CR Double-Crane holds a total of 85.65%
equity interests of Xiangzhong Pharmaceutical. In addition, in June 2018,
CR Double-Crane announced the further acquisition of 40% equity
interests in China Resources Double-Crane Limin Pharmaceutical (Jinan)
Company Limited (ZHEEFREZE (FR) AR 2 7)) ("Double-Crane
Limin"), one of its subsidiaries, with its own funds. Upon the acquisition,
CR Double-Crane holds 100% equity interests in Double-Crane Limin,
which helps to unify the business layout and integrate relevant resources,
and also further strengthen the management of Double-Crane Limin.

For pharmaceutical distribution business, the Group continued to
implement the external merger and acquisition strategy of “establishing
platforms at provincial level and building distribution networks at
municipal level” and optimized its network layout in both width and
depth. During the Reporting Period, the Group has sped up its layout in
western provinces, such as Guizhou, Gansu and Qinghai. It also promoted
market penetration and strengthened its competitive edge in regional
markets through several prefecture-level acquisitions in Fujian, Shandong
and Jiangsu.

As at the end of the Reporting Period, China Resources Pharmaceutical
Industrial Investment Fund LLP (the “Fund”) has completed a number of
investments in the fields of Chinese medicine, medical devices,
biopharmaceuticals, etc., among which Fusen Pharmaceutical Company
Limited in which the Fund invested strategically as a pre-IPO investor,
successfully completed the global offering in Hong Kong in July 2018.
The investment projects of the Fund have achieved business synergies
with the Group in terms of research and development, pharmaceutical
manufacturing and distribution. As one of the diversified investing
platforms of the Group, the Fund will continue to build various portfolios
of biopharmaceuticals, chemical drugs, Chinese medicine and
pharmaceutical distribution at different stages based on the strategic
development directions of the Group, and enable the Group to improve
its business layout and to consolidate and strengthen the Group’s leading
position in the industry.
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In June 2018, the Group restructured Angde Biotech Pharmaceutical Co.,
Ltd (BELEMEEER A A)) (“Angde Biotech”), by injection of R&D
product dulaglutide from CR Pharmaceutical Holdings as well
as cash and R&D product insulin aspart from China Resources
Biomedical (Shenzhen) Co., Ltd. (=AM E s ORI BRAF]) (“CR
Biomedical”).

Angde Biotech was established in 2001 and originally wholly-owned by
Dong-E-E-Jiao. Leveraging on years of development, it has laid a solid
foundation in the R&D and production of recombinant protein
biopharmaceutical drugs. After the capital increase, CR Pharmaceutical
Holdings and CR Biomedical jointly hold 51% equity interests in Angde
Biotech, thus, the Group’s control over Angde Biotech was further
consolidated.

Through the restructuring, the Group further integrated its R&D,
production and marketing resources related to the biopharmaceutical
business. The two products injected are recombinant protein products for
the treatment of diabetes, which have huge market potential and can
form an advanced product portfolio with Angde Biotech’s own R&D
product, insulin detemir. Meanwhile, taking advantage of the Group's
capital and technology edges, we shall develop Angde Biotech into a
production and operation platform for the Group’s recombinant protein
biopharmaceutical drugs by riding on the marketing and terminal
resources of the Group’s pharmaceutical business.

EHBEREARDA
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The Group devotes significant attention to the development of
biopharmaceutical business, and continues to increase investment in this
field. Our biopharmaceutical business has been equipped with advanced
platforms for research and development and production, with marketed
products including injectable recombinant human erythropoietin,
reteplase etc. and high-potential R&D products focusing on anti-tumor,
immune, cardiovascular and other areas. Its R&D products include the
polyethylene glycol recombinant human endostatin (M2ES), a candidate
of long-acting anti-neoplastic molecule targeted drug under the National
Class | New Drugs (BIZR —%8%7%%) . In the future, we shall also speed up
the introduction of high-quality products through acquisition, licensing,
international cooperation and other methods, so as to continue to
enhance the overall strength of the Group’s biopharmaceutical business.

In August 2018, the Company was selected as a constituent of the Hang
Seng Corporate Sustainability Benchmark Index (the “Index”), with effect
from 10 September 2018.

The Index includes Hong Kong-listed companies that perform well on
achieving sustainable development in areas such as corporate governance,
human rights, labour practices, environment, fair operating practices,
consumer issues, community involvement and development. The Index is
objective, reliable and of high investment value. The criteria and
procedures for selection of constituent stocks are stringent and the
sustainability assessment is conducted by an independent professional
assessment organization, thus the Index can serve as an excellent
benchmark for corporate sustainability-themed index funds.

Being included in the Index is evidence of the Company’s outstanding
performance in environmental protection, social responsibility and
corporate governance, and the recognition of the capital market for its
ability of sustainable development.
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With the continuous deepening of healthcare and pharmaceutical reform
in the PRC, the pharmaceutical industry of China, being at the adjustment
and reform stage, has entered into a new era featuring with structure
optimization, quality upgrading, increasingly stringent regulations and
expedite industrial transformation. Furthermore, there is still huge space
for integration in the pharmaceutical market where opportunities and
challenges coexist. Following the direction of policies and the market
demand, by making use of its own advantages, the Group will strive to
gain quality resources through external mergers and acquisitions,
international collaboration and industrial funds. Meanwhile, it will
improve its organic development through product mix optimization,
business model innovation, research and development capacity
enhancement and sustainable growth in the major segments, while
continuing to reinforce and elevate the Group’s leading position in the
pharmaceutical industry in the PRC.

By leveraging on the existing brand superiority, production and
marketing resources of pharmaceutical manufacturing business,
and through M&A as well as brand extension, the Group will focus
on therapeutic areas in cardiovascular, anti-tumor and central
nervous system after taking into account the changes in the disease
spectrum, to develop products with excellent clinical efficacy and
market value. Furthermore, it will improve product mix of chemical
drugs which combines the treatment in chronic disease, specialty
therapies and intravenous therapies. Under the context of
consumption upgrade and increasing demand in healthcare, the
Group will also explore the classic and famous prescriptions of
traditional Chinese medicine, in order to facilitate the layout of the
whole industrial chain of traditional Chinese medicine and speed up
the development of the healthcare related business. Meanwhile the
Group will fully promote the consistency evaluation of generic
drugs, and will improve its production standard and quality through
measures such as production technique improvement and
production capacity optimization, with a view to promoting the
industrial upgrade and achieving sustainable development for the
pharmaceutical manufacturing business.

EHBEREARDA
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Capitalizing on opportunities arising from the implementation of
policies such as “Two-Invoice System” as well as “Hierarchical
Diagnosis and Treatment”, the Group will complete the nationwide
distribution network as soon as possible and continue to consolidate
competitive advantages in well-established regions by further
penetrating the grassroot market, and strengthen the coverage of
medical terminals. The Group will also make constant efforts to
optimize its product mix and business structure, enhance operation
efficiency and accelerate the development of medical equipment
distribution business. Meanwhile, leveraging on the technological
innovation and professional logistics system, it will establish the
“Logistics + Pharmaceutical Services + Internet” platform which
connects quality resources upstream and downstream, and will
promote innovative business models including HLI, DTP and
e-commerce business so as to consolidate its market leading
position as a pharmaceutical distribution solution provider, with a
proactive approach in promoting the consolidation of the
pharmaceutical distribution industry in the PRC.

Prioritizing technological innovation, improvement of products and
clinical needs, the Group will increase its investment in R&D,
improve the R&D mechanism and further optimize the integrated
R&D platform. It will continue to enhance its R&D capability by
building the leading R&D team in the industry and expanding new
product acquisition channels through in-depth cooperation with
external research and development institutions as well as building
medical innovation alliance. The Group will optimize the
pharmaceutical research and development chain in areas of anti-
tumor, autoimmune, cardiovascular, central nervous system and
respiratory system, among others, while accelerating the
development of biopharmaceutical drugs as well as obtaining and
industrialization of new products in unserved therapeutic areas.
Through innovation of dosage forms, further optimization and
consistency evaluation, the Group will strengthen its competitive
edge of the existing core products.
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Taking on the opportunities arising from consolidation across the
pharmaceutical industry in the PRC, the Group will strive to achieve
inorganic growth through accelerating the acquisition of quality
resources by strategic mergers and acquisitions. Meanwhile, it will
establish forward-looking business layout in areas such as
biopharmaceutical drugs and innovative drugs by leveraging on the
Fund, in order to foster new stimulations for business growth. With
regard to pharmaceutical manufacturing business, the Group will
acquire diversified product portfolio or products complementing the
existing ones through strategic investment in high-growth
therapeutic areas including cardiovascular, anti-tumor, pediatrics,
biopharmaceutical and nutrition sectors. For pharmaceutical
distribution and retail businesses, the Group will further consolidate
its leading position in the industry by investing in or acquiring
distribution enterprises with high-quality medical institution
coverage and product resources, as well as pharmaceutical retail
chains with growth potential.

The Group will continue to expand its multinational cooperation
platforms. The Group will cooperate with sizable international
pharmaceutical manufacturers, international medical equipment
manufacturers and pharmaceutical distributors through various
means, such as import of products, exclusive distribution and
collaborative development, to introduce quality products, advanced
technologies and management mechanism. By leveraging on its
domestic business platform and competitive advantages, the Group
will build a mutually beneficial cooperation model to explore the
pharmaceutical market in the PRC with international business
partners, achieving the optimization and upgrade of the product
portfolio and business model. Meanwhile, the Group will conduct
in-depth analysis and research on international pharmaceutical
market, with a view to making breakthrough of its overseas
business.
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The Group will further release the synergies in its integrated
business deployment, and foster the industry-financing integration,
in order to promote the synergies among the pharmaceutical
manufacturing, distribution and retail businesses as well as the
subsectors of each business segment in those aspects such as
market entry, customer coverage and introduction of products. The
Group will also take China Resources Leasing Co., Ltd (ZEEEE S
FR/AA]) as a quasi-financial platform, to explore new growth arena
by unlocking the strengths in both industry and financing.
Meanwhile, it will improve the information system, enhance fund
supervision and control, and strengthen the integrated
management of internal resources, in order to promote the
integration of existing and new resources, constantly enhance
overall supervision and control as well as operation efficiency,
thereby controlling the operational risks effectively.

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 30 June 2018, the Group had bank balances and cash of
HK$11,242.9 million, which were primarily in RMB, USD and HKD.

As at 30 June 2018, the RMB-denominated and HKD-denominated bank
borrowings accounted for approximately 68% and 32%, respectively, of
the Group’s total bank borrowings, and the bank borrowings which
carried interests at fixed and variable rates accounted for 12% and 88%,
respectively, of the Group's total bank borrowings. Among the Group’s
total bank borrowings as at 30 June 2018, a substantial portion of
approximately 94% would be due within one year.
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The Group's current ratio (being the ratio of total current assets to total
current liabilities) was 1.2:1 as at 30 June 2018 (31 December 2017:
1.2:1).

As at 30 June 2018, the Group’s gearing ratio (being the ratio of net debt
divided by total equity) was 54% (31 December 2017: 36%).

In the first half of 2018, the Group’s net cash used in operating activities
amounted to HK$3,349.7 million (in the first half of 2017: HK$4,877.1
million). The Group’s net cash used in investing activities in the first half
of 2018 amounted to HK$1,979.7 million (in the first half of 2017:
HK$4,126.9 million). The Group's net cash from financing activities in the
first half of 2018 amounted to HK$2,936.0 million (in the first half of
2017: HK$8,886.7 million).

As at 30 June 2018, the Group had not used any financial instruments for
hedging purposes.

As at 30 June 2018, the Group’s total borrowings amounted to
HK$42,932.6 million (31 December 2017: HK$32,209.8 million), of which
HK$756.9 million (31 December 2017: HK$548.7 million) were secured
and accounted for 1.8% (31 December 2017: 1.7%) of the total
borrowings.

Certain of the Group's trade and bills receivables with an aggregate net
book value of HK$1,221.8 million (31 December 2017: HK$1,320.4
million) have been pledged as security.

As at 30 June 2018, the Group had no material contingent liabilities (31
December 2017: nil).
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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.

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 the first half of 2018 amounted to HK$1,205.3 million (the
first half of 2017: HK$929.5 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 30 June 2018, the Group employed around 58,000 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 medical insurance, training etc..
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The Group is committed to maintaining high standards of corporate
governance to safeguard the interests of the Shareholders and to enhance
corporate value and accountability. The Company has adopted the CG
Code as its own code of corporate governance. The Company has
complied with all applicable code provisions of the CG Code during the
Reporting Period, save and except the following:

In respect of code provision A.4.1 of the CG Code, the non-executive
Directors are not appointed for a specific 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. In respect of code provision E.1.2 of the CG Code, the Chairman
of the Board was not able to attend the AGM held on 18 May 2018 due
to other business commitment.

The Company will continue to review and monitor its corporate
governance practices to ensure compliance with the CG Code.

The Company has adopted the Model Code as its own code of conduct
regarding directors’ securities transactions. Having made specific enquiry
of all the Directors, each of the Directors has confirmed that he/she has
complied with the required standards as set out in the Model Code
during the Reporting Period.

The Board has resolved not to declare any interim dividend for the six
months ended 30 June 2018 (in the first half of 2017: Nil).
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The Board has established an audit committee (the “ Audit Committee”),
which 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 Mr. LU Ruizhi. The primary duties
of the Audit Committee are to review and supervise the Company’s
financial reporting process and internal controls.

The Audit Committee has reviewed the unaudited condensed
consolidated interim results of the Group for the six months ended 30
June 2018.

Pursuant to Rule 13.51(B) of the Listing Rules, the changes in information
of Directors subsequent to the date of the 2017 Annual Report of the
Company are set out below:

With effect from 6 August 2018, Mr. SONG Qing has resigned as an
executive Director, the president of the Company and the member of the
executive committee of the Company.

With effect from 28 May 2018, Mr. ZHANG Kejian retired as an
independent director of CR Double-Crane. Mr. ZHANG has been
appointed as an independent director of Hunanfangsheng Pharmaceutical
Co., Ltd., a company listed on Shanghai Stock Exchange (stock code:
603998), with effect from 8 August 2018.

During the Reporting Period, neither the Company nor its subsidiaries has
purchased, sold or redeemed any of the Company’s listed securities.

The Company was listed on 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 a total
net proceeds of HK$14,767.4 million after deducting professional fees,
underwriting commissions and other related listing expenses (the “IPO
proceeds”).
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As stated in the Prospectus, the Company had plans to use the IPO
proceeds. As of 30 June 2018, the Company had used approximately
HK$1,476.7 million for repayment of bonds; approximately HK$6,088.5
million for partial payment of strategic acquisitions; approximately
HK$244.9 million for establishment of more advanced logistics centers
and warehouses; approximately HK$166.5 million for HLI solutions;
approximately HK$1,457.5 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 uses 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
uses.

As at 30 June 2018, 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 interim report, at no time during the
Reporting Period 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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As at 30 June 2018, 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 to section 336 of the SFO:

*

EARERE

ZBRNBEDH

a2 Approximate

5%, BRENLE BROBE HE KA Percentage of

RE AR Capacity/ Number of Long/ Shareholding

Name of Shareholder Nature of Interest Shares held short position in the Company

(%)

FEREEERARO Rl EE RS 3,333,185612 A& 53.04
China Resources Company Interest in controlled corporation Long position

Limited™

FHERNARAED Rl EE RS 3,333,185612 A& 53.04
China Resources Co., Limited™ Interest in controlled corporation Long position

CRC Bluesky Limited® S E A E RS 3,333,185,612 @ 53.04
Interest in controlled corporation Long position

HEHEFO AR 3,333,185,612 4@ 53.04
CR Holdings!" Interest in controlled corporation Long position

EREE(BE)BRAFO EREEA 3,333,185612 & 53.04
CRH (Pharmaceutical) Limited®  Beneficial owner Long position

b RBIE e Rt EEER 1,296,238,849 #f & 20.63
BSCOMC®?) Interest in controlled corporation Long position

IRBEZRBRATC Rt EEER 1,094,800,000 #FE 17.42
Beijing Pharmaceutical Holdings  Interest in controlled corporation Long position

Limited®
tRBEREARLFC ESEBA 1,094,800,000 & 17.42

Beijing Pharmaceutical Investment Beneficial owner

Limited®
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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. 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).

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 ) 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.

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 30 June 2018, 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.

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 since adoption.
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To the Board of Directors of China Resources Pharmaceutical Group
Limited
(Incorporated in Hong Kong with limited liability)

We have reviewed the interim financial information of China Resources
Pharmaceutical Group Limited (the “Company”) and its subsidiaries
(collectively referred to as the “Group”) set out on pages 34 to 84, which
comprise the condensed consolidated statement of financial position as
at 30 June 2018 and the related condensed consolidated statement of
profit or loss, statement of comprehensive income, statement of changes
in equity and statement of cash flows for the six-month period then
ended, and explanatory notes. The Rules Governing the Listing of
Securities on The Stock Exchange of Hong Kong Limited require the
preparation of a report on interim financial information to be in
compliance with the relevant provisions thereof and Hong Kong
Accounting Standard 34 “Interim Financial Reporting” (“HKAS 34")
issued by the Hong Kong Institute of Certified Public Accountants
("HKICPA").

The directors of the Company are responsible for the preparation and
presentation of this interim financial information in accordance with
HKAS 34. Our responsibility is to express a conclusion on this interim
financial information based on our review. Our report is made solely to
you, as a body, in accordance with our agreed terms of engagement, and
for no other purpose. We do not assume responsibility towards or accept
liability to any other person for the contents of this report.

We conducted our review in accordance with Hong Kong Standard on
Review Engagements 2410 “Review of Interim Financial Information
Performed by the Independent Auditor of the Entity” issued by the Hong
Kong Institute of Certified Public Accountants. A review of interim
financial information consists of making inquiries, primarily of persons
responsible for financial and accounting matters, and applying analytical
and other review procedures. A review is substantially less in scope than
an audit conducted in accordance with Hong Kong Standards on Auditing
and consequently does not enable us to obtain assurance that we would
become aware of all significant matters that might be identified in an
audit. Accordingly, we do not express an audit opinion.
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Based on our review, nothing has come to our attention that causes us to
believe that the interim financial information are not prepared, in all
material respects, in accordance with HKAS 34.

Ernst & Young

Certified Public Accountants
22/F, Citic Tower

1 Tim Mei Avenue

Central, Hong Kong

24 August 2018
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Condensed Consolidated Statement of Profit or Loss
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REVENUE
Cost of sales

Gross profit

Other income

Other gains and losses

Selling and distribution expenses

Administrative expenses

Other expenses

Finance costs

Share of profits and losses of
associates and joint ventures

PROFIT BEFORE TAX
Income tax expense

PROFIT FOR THE PERIOD

Attributable to:
Owners of the Company
Non-controlling interests

Earnings per share attributable to ordinary
equity holders of the Company:

Basic and diluted (HK$)

For the six months ended 30 June 2018

B 5
Notes

10

BZEAA=1+HIEAEA
Six months ended

30 June
—E-N\F —E—+tF
2018 2017
(REER) (REEHERZ)
(Unaudited) (Unaudited)
BETT BT T
HK$'000 HK$°000
93,740,803 82,737,598
(76,859,425) (70,209,626)
16,881,378 12,527,972
652,262 468,353
24,096 (27,277)
(8,440,435) (5,511,144)
(2,140,030) (1,778,100)
(644,220) (341,038)
(1,292,562) (954,800)
69,973 35,995
5,110,462 4,419,967
(1,047,679) (966,836)
4,062,783 3,453,131
2,249,627 1,810,447
1,813,156 1,642,684
4,062,783 3,453,131
0.36 0.29

3 4 2018 EA R
Interim Report 2018
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Condensed Consolidated Statement of Comprehensive Income

BEZZ—)\FA=1tHI/,NEA  For the six months ended 30 June 2018

BZEASA=1THILAEA
Six months ended

30 June
—EB-N\F —E—+F
2018 2017
(REER) (REEFERZ)
(Unaudited) (Unaudited)
BETT BT
HK$"000 HK$000
HA 935 Al Profit for the period 4,062,783 3,453,131
Hit 2wk OTHER COMPREHENSIVE INCOME
HRAE IR ET S EEE Other comprehensive income to be
Ba AT M2 E W reclassified to profit or loss
in subsequent periods:
AIGHE = A BIE R R EE) Share of changes in translation
reserve of associates - 59,619
BREZHBERSBE Other comprehensive income to
BaWEMEENE be reclassified to profit or loss
HERBiE in subsequent periods, net of tax - 59,619
BREZ BRI T EH Other comprehensive income/(loss) not
DI B A 2 E to be reclassified to profit or loss in
l/ﬁ‘(ﬁn/ (E518) - subsequent periods:
REREREBEEN Exchange differences arising on
fEH =58 translation to presentation currency (713,390) 1,879,313
L E RN G EX R Gain on revaluation of property,
plant and equipment 4,675 -
FEREAHMERS>EE Net other comprehensive income/(loss)
BmHMEEkE - (FHE) not to be reclassified to profit or loss
BEE . HIRBE in subsequent periods, net of tax (708,715) 1,879,313
Hib 2wk (F8) - MBRHE OTHER COMPREHENSIVE INCOME/(LOSS),
NET OF TAX (708,715) 1,938,932
HRE2EKEEE TOTAL COMPREHENSIVE INCOME
FOR THE PERIOD 3,354,068 5,392,063
FEfh - Attributable to:
ViN/NGTE PN Owners of the Company 1,895,880 2,868,783
e B T Non-controlling interests 1,458,188 2,523,280
3,354,068 5,392,063

FHBREAERAR 3 5

China Resources Pharmaceutical Group Limited N
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Condensed Consolidated Statement of Financial Position

—ZE—N\FEXA=1tH Asat30June2018

—E-N\F —T—tF
ANAB=+H +t=—A=+—H
30 June 31 December
2018 2017
(REER) (fe&1z)
(Unaudited) (Audited)
3 BETR BETT
Notes HK$'000 HK$'000
FREBEE NON-CURRENT ASSETS
WE - BB MR E Property, plant and equipment 12 14,709,577 14,737,651
FERNEERE Prepaid lease payments 2,605,372 2,673,260
BB Investment properties 1,484,033 1,413,085
S Goodwill 13 20,473,245 20,544,612
B AE Intangible assets 4,897,787 4,740,460
REtE N T REEDENRESR Interests in associates and joint ventures 2,412,505 2,200,770
A ERE Available-for-sale investments 14 - 334,472
FERBEREE Non-current financial assets 14 202,168 -
BT E = Deferred tax assets 538,665 573,516
HihIEmehEE Other non-current assets 367,995 337,799
EREEELTE Total non-current assets 47,691,347 47,555,625
REEE CURRENT ASSETS
e Inventories 15 22,703,672 21,406,298
B 5 R H b e Y o8 Trade and other receivables 16 63,644,595 67,127,969
B S FHRIE Prepaid lease payments 69,047 76,300
A EERE Available-for-sale investments 14 - 6,556,642
HEmsermEE Other current financial assets 14 16,336,403 -
FE UG R 5 Z 18 Amounts due from related parties 25 1,907,457 115,364
A Y [B] 75 18 Tax recoverable 32,140 40,572
BEEIFRITIER Pledged bank deposits 18 3,767,805 2,566,981
BITEBRNIRS Bank balances and cash 18 11,242,882 14,161,833
119,704,001 112,051,959
PEABELENEE Assets classified as held for sale 1,136,788 1,146,564
BB EARRE Total current assets 120,840,789 113,198,523
FREEE CURRENT LIABILITIES
B 5 N H b e~ 5IE Trade and other payables 21 54,318,408 56,495,692
EHEE Contract liabilities 1,499,484 =
FEA RS 5 0B Amounts due to related parties 25 1,536,158 1,247,636
SRITER Bank borrowings 19 40,258,423 31,158,736
FERTE S Bonds payable 20 - 2,272,782
eI Tax payable 436,741 559,549
B AEREE Total current liabilities 98,049,214 91,734,395
REBEEFRE NET CURRENT ASSETS 22,791,575 21,464,128
BEERARBERS TOTAL ASSETS LESS CURRENT
LIABILITIES 70,482,922 69,019,753

3 6 2018 R
Interim Report 2018
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Condensed Consolidated Statement of Financial Position

R-Z—)\F/XA=1+H Asat30June2018

f
Notes
NON-CURRENT LIABILITIES
Bank borrowings 19
Bonds payable 20

Deferred tax liabilities
Other non-current liabilities

Total non-current liabilities
NET ASSETS

CAPITAL AND RESERVES
Share capital
Reserves

Equity attributable to owners of
the Company
Non-controlling interests

Total equity

—E-N\F§ —E—tF
ANAB=+H +t=—A=+—H
30 June 31 December
2018 2017
(REER) (R %)
(Unaudited) (Audited)
BT BETT
HK$"000 HK$'000
2,674,221 1,051,052
2,372,200 2,392,600
983,251 964,443
1,480,207 1,474,488
7,509,879 5,882,583
62,973,043 63,137,170
27,241,289 27,241,289
14,681,776 14,628,510
41,923,065 41,869,799
21,049,978 21,267,371
62,973,043 63,137,170

FHBREAERAR 3 7

China Resources Pharmaceutical Group Limited
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Condensed Consolidated Statement of Changes in Equity

E_ZT—N\FNA=FTBIENEA  For the six months ended 30 June 2018

FOARAAEE

Attributable to owners of the Compan

EERS nEEf

fifi  AbfRR i EXRE  REEN it FERER L
Statutory Property Non-
surplus Merger revaluation Translation  Retained controlling Total

reserve reserve reserve reserve earnings interests equity

BT BBTR BBTR R8T BETR BBTR BBTR BRI
HK$000 HKS'000 HKS'000 HKS'000 HK$000 HKS'000 HKS'000 HK$'000

150,883 (513534) 195321 957,521 18,650,557 41,869,799 21,267,371 63,137,170

(8,498) (8,498) 7,695 (803)

k& EXRE
Share Capital
capital reserve
AR AW
HK$'000 HKS'000
RIE-tE As at 31 December 2017
+-A=1-H 27,241,289 (4,812,238)
SXHFEH(ME2)  Changes in accounting poliies
(Note 2) - -
RZE-\E—A—H Asat1January 2018 21,241,289 (4,812,238)
B E Profit for the period - -
HhEm2ERE/  Other comprehensive incomel(loss)
(B8 for the period:
HERSREHERY  Echange differences arising on
EiEE translation to presentation
currency - R
0% BERREEE  Gain on revaluation of property,
Y plant and equipment - -

150,883 (513534) 19532 957,521 18,642,059 41861301 21,275,066 63,136,367
2249621 2249627 1813156 4,062,783

- - - (38422 - (358422)  (354.968)  (713390)

- - 4,675 - - 4,675

4,675

HRAERALE  Total comprehensive income
for the period - -

- - 4675  (358422) 2249627 1895880 1,458,188 3,354,068

FHERRR A Capital injection from non-controlling

shareholders - -
WEERB AR (F25)  Acquisitions of subsidiaries (Note 5) - -
WigdkmRiER = Acouisiions of non-controling

nterests** - (1,142,820)
T8 (1) Dividends (Note 11) - -
BffZEERBRKS  Dividends paid to non~controling

shareholders - -

- - - - - - 101,888 101,888
- - - - - - 48,596 48,59

- - - - - (11428200 (887,372)  (2.030,192)
- - - - (69129)  (691,29) (691,296)

- - - - - - (946388)  (946,388)

R=B—\EXA=FA At30June 2018 (Unaudited)
(RiEER) 21,241,289 (5955,058)*

150,883* (513,534  199,996*  599,099* 20,200,390* 41923065 21,049,978 62,973,043

@ ZEREROIZEPGEEDBFRARRNZEES &
%% #14,681,776,000T (= FE—+F+=H
=+—H : &% 14,628510,0007T) °

> BEF-N\FNA=ZTHIUNEAR  KEEY <
BEBYEERBEFRRAEIN49% #z
ERECBLR)BFEGR AR 44% iz
EHEEFIRER(EH) BRI AR 40%
#  ROTFTBER (5 B IR 2 A1RES) 0.21 % #E 28 K 45
EEYFERBGIR A FIFEI49% 1# 25 ©

3 8 2018 EA R
Interim Report 2018

These reserve accounts comprise the consolidated reserves of
HK$14,681,776,000 (31 December 2017: HK$14,628,510,000) in the
condensed consolidated statement of financial position.

During the six months ended 30 June 2018, the Group acquired additional
equity interests of 49% in China Resources Hunan Shuangzhou
Pharmaceutical Co., Ltd, additional equity interests of 44% in China
Resources Purenhong (Beijing) Pharmaceutical Co., Ltd., additional equity
interests of 40% in China Resources Double-Crane Limin Pharmaceutical
(Jinan) Co., Ltd., additional equity interests of 0.21% in Dong-E-E-Jiao
Company Limited and additional equity interests of 49% in Angde Biotech
Pharmaceutical Co., Ltd..



ERGSEREER
Condensed Consolidated Statement of Changes in Equity

HE=Z

—\FE/NA=+HIENMEAR  For the six months ended 30 June 2018

RRAER NElR
Attributable to owners of the Company
EERE nEER
r EREE # AbfREE fhE  EXEE  REEN &t FEREs
Statutory Property Non-
Share Capital surplus Merger  revaluation  Translation Retained controlling Total
capital reserve reserve Teserve reserve reseve  eamings Totl  interests equity
BT BRI i aw BT BT BRI BT BT BT BRI
HK$'000 HK$'000 HK$000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
RZF—tF—F—B Asat1January 2017 27241289 (4,194,046) 142,315 (513,534) 174285  (1,640,007) 16,410,043  37,620345 16,681,509 54,301,854
iyl Profit for the period = = = = = - 1810447 1810447 1642684 3453131
HAEGEERE:  Other comprehensive income
for the period:
HMEBEAFERLGEE  Share of changes in translation
igk5)) resenve of associates - - - - - 59,619 - 59,619 - 59,619
HERSREHERY  Echange differences arising on
EiEE translation to presentation
currency = = = = = 998,717 - 998,717 88059  1,879313
HR2ERALE  Total comprehensive income for
the period - - - - - 1058336 1810447 2868783 2523280  5392,063
JHRRIEREERRE  Capital consideration from
non-controlling shareholders - - - - - - - - 40,250 40,250
WEHEAR Acquisitions of subsidiaries - - - - - - = - s 21864
Wiga deiaMiER (Bista) Acquisitions of non-controlling
interests (Note a) - (73919 - - - - - (73,919) (32,045)  (105,964)
BIELE—FHBAT  Deemed disposal of interest in
T (FsED) a subsidiary (Note b) = 57,309 - - - - - 57,309 172,621 229930
Ra Dividends - - - - - - (565,606) (565,606) - (565,606)
MAEARRERERS  Dividends paid to non- controling
shareholders - - - - - - - - (64925 (649.229)
RIE—LERAZTH At30June2017
(REER) (Unaudited) 27241289 (4,210,656) 142,315 (513,534) 174,285 (581,671) 17,654,884  39,906912 18958254 58,865,166
Bt Notes:
a. HE-FT—tFNNA=1THIAER  FEEYK  a During the six months ended 30 June 2017, the Group acquired additional
FE R AT Bl BB R 17 R 2 A1 0.43 % BESMNIRKE © equity interests of 0.43% in Dong-E-E-Jiao Company Limited.
b. B2 =—T—+FNA=1FHINEA  KRE]H b During the six months ended 30 June 2017, China Resources Sanjiu Medical
HEENBRAIEE = NEERLER AR ([ & Pharmaceutical Company Limited (“CR Sanjiu Pharmaceutical”), a non-

BEABE)) BB VE=HABAETEBRAA] wholly owned subsidiary of the Company, and Sunstone China Limited

((XBAEFE])ZEARFEANME T E ETF (“Sunstone China”), an independent third party, jointly established a joint
NBHF(ORIN)REEEBR A ([E#F venture in Mainland China, known as Sanjiu Sanofi (Shenzhen) Health

E)) EH-NBERAGAFETIARRER
SR EXZER A ([ZEB=A(45)])
RABA (FELL)ZEZER BRI 100% RIEES
BEAFFHEMER - REKTEBFHIEE - 2
CNBERESEEAIENT70%RE  MR=
T+ FNA= T AREEREZ I EBRRE
#344.51% o Flls K EBREBH = (ILR)WE
BRARHE 63.59% B L E44.51% - BHELXFE
A #IE B 57,309,000 7T °

Industry Co., Ltd. (“Sanofi”), in which CR Sanjiu Pharmaceutical and
Sunstone China injected their 100% equity interest of China Resources
Sanjiu (Beijing) Pharmaceutical Co., Ltd (“CR Sanjiu (Beijing)”) and
Sunstone (Tangshan) Pharmaceutical Company Limited as registered capital
of Sanofi. Upon the completion of the capital contribution into Sanofi, CR
Sanjiu Pharmaceutical indirectly held 70% equity interest in Sanofi and the
Group's effective equity interest in Sanofi was 44.51% as at 30 June 2017.
At the same time, the Group’s effective equity interest in CR Sanjiu (Beijing)
decreased from 63.59% to 44.51%, which resulted in a decrease in capital
reserve by approximately HK$57,309,000.

ERREEMERAA
China Resources Pharmaceutical Group Limited
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Condensed Consolidated Statement of Cash Flows

E_ZT—N\FNA=FTBIENEA  For the six months ended 30 June 2018

BZAA=1tHIEAEAR
Six months ended
30 June
—E-N\F

—ZT—+F
2018 2017

(REHER) (REEEIZ)
(Unaudited) (Unaudited)

B aE BET T kst

Notes HK$°000 HK$'000
RETHMBHRERE CASH FLOWS FROM OPERATING
ACTIVITIES
I B BT ) Profit before tax 5,110,462 4,419,967
T3S IEFAE Adjustments for:
M - BEREETE Depreciation of property, plant and
equipment 8 666,624 688,196
A B S Amortisation of intangible assets 8 111,362 100,483
TE TR E R IE Amortisation of prepaid lease payments 8 39,390 31,682
HEME - BE K& Loss on disposal of items of property,
15 B /Y518 plant and equipment 6 16,802 1,214
HE ISR E RS Gain on disposal of available-for-sale
investments 6 - (45)
TE 5 M E A R ERIE Impairment loss recognised on trade
FEERA R EEE and other receivables, net 6 131,596 102,341
YN Finance costs 7 1,292,562 954,800
STABRMNESREEARMBE  Gain on change in fair value of financial
FEles assets through profit or loss 6 (74,045) =
HEEFEEMNRKE Gain on disposal of intangible assets (17,616) =
%IJ,%\J%UK Interest income 8 (151,250) (111,453)
g S A Dividend income 8 (1,867) (10,557)
] R E A I E A Investment income on available-for-sale
investments 6 - (71,285)
HithSmEENRERA Investment income on other
financial assets 6 (14,540) -
DIEEE R R A &R E Share of profits and losses of associates
EOpicEa and joint ventures (69,973) (35,995)
BT 47 B Government grants (26,441) (22,134)
REMHEAABELZS = Gain on change in fair value of
investment properties 6 (63,961) -
M - BERZERE Impairment of property, plant and
equipment 211 -
T EE R R E T B R Allowance for slow-moving and
obsolete inventories 8 29,963 2,251
6,979,279 6,049,465
B 5 I H i e Y SR IB 3 hh Increase in trade and other receivables (6,813,020) (6,799,921)
FEE Increase in inventories (1,217,479) (1,345,646)
FEUR R Z M /B A Rl B I A1 Increase in amounts due from
fellow subsidiaries (320,660) (254,378)
JFE U Bt 8 N B FRIE R Decrease in amounts due from associates 1,176 1,856
HiIEmE&EEEm Increase in other non-current assets (7.864) (2,578)
B 5 R H b fE R R IER A Decrease in trade and other payables (957,707) (1,470,821)
ANIEE G SPNGIE/ ¢ Increase/(decrease) in amounts
i'?gju/(;‘}azy) due to fellow subsidiaries 208,656 (24,394)
AL A= NCIE SV Decrease in amounts due to associates (1,879) =
Eﬁﬂ#ﬁiﬂﬁ%ﬁbu Increase in other non-current liabilities 21,781 60,247
Fgﬁiﬁﬁﬁﬁﬁﬁimlﬁ Increase/(decrease) in amounts due to
0/ CR) non-controlling shareholders (104,485) 1,712
Féﬁiﬁﬁﬁﬁﬁﬁiﬁﬁﬂ’\] Decrease in amounts due to companies
NEIZIBER A held by non-controlling shareholders - (1,230)
KEFERE Cash generated from operations (2,212,202) (3,785,688)
SRS Income tax paid (1,137,472) (1,091,448)
RETHFIARSREFE Net cash flows used in operating
activities (3,349,674) (4,877,136)

2018 R
Interim Report 2018
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Condensed Consolidated Statement of Cash Flows

HE-Z—-N\FA=+THIL/AEA  For the six months ended 30 June 2018

BEAA=tHIEANEAR

Six months ended

30 June
—E2-N\F T
2018 2017
(REER) (RE&FERZ)
(Unaudited) (Unaudited)
B = BT T BT
Notes HK$'000 HK$'000
RETEHFBESHRE CASH FLOWS FROM INVESTING
ACTIVITIES
HEME - W%&%&{%IE = Proceeds from disposal of items of property,
FiESE8! plant and equipment 41,402 1,340
ﬁ’i—ﬁﬁﬁ’iﬁéﬁﬁﬁ%’( Proceeds from disposal of available-for-sale
investments - 3,037,665
HEHMEREESHIE Proceeds from disposal of other financial
assets 10,390,152 -
&N EEREMSEKIE Proceeds from disposal of prepaid lease
payments 14,376 54,066
HeEm B ERSRE Proceeds from disposal of intangible assets 18,108 -
BIRHRIT IR 2 E)F5E Net changes in pledged bank deposits (796,079) 532,135
2 W FE Interest received 151,250 111,453
U AR B Dividend received 27,107 10,557
A ERERNRERA Investment income on available-for-sale
investments - 71,285
Hih R EERNREWRA Investment income on other financial assets 14,540 -
FZM B A RER Repayment from fellow subsidiaries - 45,324
U5 B R A # B Receipt of government grants 10,377 3,960
M - WERXEEE E Deposits for items of property, plant and
equipment (22,018) (235,996)
BEYE  MENMEER Purchases of items of property, plant and
equipment (859,366) (922,411)
BEELEE Purchases of intangible assets (70,922) (211,734)
WHEEHB AT - HIBREHE Acquisitions of subsidiaries, net of cash paid 5 (85,273) (1,123,237)
REE QR E Investment in associates - (1,134)
REELENTE Investment in joint ventures (220,342) -
BEEAHHERE Purchases of available-for-sale investments - (2,033,513)
BEHEMEREE Purchases of other financial assets (7,811,759) =
FARFHEB=(EAK Placement of non-pledged bank deposits
EERRITER with original maturity more than three
months - (2,225,932)
B B Uk B B 4 A BIF0E  Payment for acquisitions of associates in
prior period (1,331,968) (906,107)
5P iE 7 BRS Uk BE R B8 A B)3X18  Payment for acquisitions of subsidiaries in
prior period (520,763) (328,171)
EUGEIERAER R, (KT  Repayment from/(advance to)
FEFEARARER) non-controlling shareholders 439,624 (6,101)
%&M%H’éﬁ&’“ Gl Advances to associates (1,368,125) =
AT IR A AT Advances to companies held by
non-controlling shareholders - (382)
REZHMARESREFHE Net cash flows used in investing
activities (1,979,679) (4,126,933)

-~

EHBEKEERAA 41

China Resources Pharmaceutical Group Limited



X

ARG ERERER

Condensed Consolidated Statement of Cash Flows

BHE_T-\FRA=THLXEA

METBHRERERE
RITERAERA
B —RPREZER AR 2K

BRI E
BEERRITHER
BEEEMNES

ENFE

EEE
AR R R A i 2 R
B IFERBR AR
MEZHAERSRBFE
Re kRSB FE

R—A—BNRERESEED

SMEERBENTE - FHR

RAA=THENERER
REZEY

For the six months ended 30 June 2018

CASH FLOWS FROM FINANCING ACTIVITIES

Proceeds from bank borrowings

Advances from an intermediate holding company

Capital contribution from non-controlling
shareholders

Repayment of bank borrowings

Repayment of bonds payable

Interests paid

Dividend paid

Payment for acquisitions of non-controlling interests

Dividend paid to non-controlling shareholders

NET CASH FLOWS FROM FINANCING ACTIVITIES

Net decrease in cash and cash equivalents
Cash and cash equivalents at 1 January
Effect of foreign exchange rate changes, net

CASH AND CASH EQUIVALENTS AT 30 JUNE

BZEAA=1+HIEAEA
Six months ended

30 June
—E-N\F —E—+tF
2018 2017
(REER) (REEFERZ)
(Unaudited) (Unaudited)
BETT BT
HK$'000 HK$°000
47,130,301 28,706,601
- 2,262,740
101,888 -
(38,082,139) (17,969,085)
(2,338,786) (2,262,740)
(1,282,506) (943,039)
(691,286) (565,597)
(1,411,214) (105,964)
(490,252) (236,226)
2,936,006 8,886,690
(2,393,347) (117,379)
14,174,734 13,972,252
(120,858) 446,368
11,660,529 14,301,241

42 2018 EA R
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—E2-N\FEXA=1THIENEA  For the six months ended 30 June 2018

EHBEEEmARAR (XA A—K
REBEMAIHEREERE - ZERH
E-FT—AFTA-+NEREBBAR
SHARAT LD - EMMEE I AE
ST AEE 6 HERNAE A2 - AEE
FBENAARKEBERRER MRS
HWREE -

BE_ZT—/\FRA=THLXEA
% EERGA M mRIRBEEE
SR A PTEM 2 B R G AR
([BEBEFER ) B3RP HUHK
HERBBHAZHMBR R AES
EMRANT ETRA ) 2 WERER

2o

LSRR AU BHRRIRBSFE
RAMBEMRAERNAE B R
BOUYEEASEHE_T—tF
ToA=T—HALFENFELEEY
TR —HFBIE -

HNER LB AR H N AR S
MBRERCBERBE_FT—tF =
A=1T—BLFENUBERRER
RRREVEEFEHFEEMBERE B
ZEMEER B R RIEEE F
FHRAMBRE - (R BED)D (FE
EDIE 622 F) ([{A RHERHID ) 5 436
BREATRENEZTEEMER
REBNEZERMT

RIRCA AMED)) 55 662(3) 1R K M5k 6
EIFMNRE  ARAEAEAERAA
AMEEXHEE_T—+F+_A
=t—HLFENMEERE -

China Resources Pharmaceutical Group Limited (the “Company”)
is a limited liability company, incorporated in Hong Kong, whose
shares are listed on the Stock Exchange of Hong Kong Limited with
effect from 28 October 2016. The registered office is located at
41/F, China Resources Building, 26 Harbour Road, Wanchai, Hong
Kong. The Group is principally engaged in the manufacturing,
distribution and retail of pharmaceutical and healthcare products in
Mainland China.

These condensed consolidated financial statements for the six
months ended 30 June 2018 have been prepared in
accordance with Hong Kong Accounting Standard (“HKAS")
34 Interim Financial Reporting issued by the Hong Kong
Institute of Certified Public Accountants and the disclosure
requirements of the Rules Governing the Listing of Securities
on the Stock Exchange of Hong Kong Limited (the “Listing
Rules”).

These condensed consolidated financial statements do not
include all the information and disclosures required in the
annual consolidated financial statements, and should be read
in conjunction with the Group’s consolidated financial
statements for the year ended 31 December 2017.

The financial information relating to the year ended 31
December 2017 that is included in the condensed
consolidated financial statement as comparative information
does not constitute the Company’s statutory annual
consolidated financial statements for that year but is derived
from those financial statements. Further information relating
to these statutory financial statements required to be
disclosed in accordance with section 436 of the Companies
Ordinance (Chapter 622 of the laws of Hong Kong) (the
“Companies Ordinance”) is as follows:

The Company has delivered the financial statements for the
year ended 31 December 2017 to the Registrar of Companies
as required by section 662(3) of, and Part 3 of Schedule 6 to,
the Companies Ordinance.

EHBEKEERAA 43

China Resources Pharmaceutical Group Limited



B

44

Py
=+

E— N\FRA=TRHILERER

ANA B IZEENE ik S T iRk
B3RE - ZIZBMMBREAEREE
B HRTEES%EMETH AREB
EANBER T AEAN SR IREER
FAEBMEMEIE: IRFE(AA
&3] 5 406(2) 1§ ~ % 407(2) 38 (3) &
EHRIERRA -

REZ S E PR A M BRI AN
S BRERRATEEE—_ZT—+
FHZ A=t RLFENFAHS
WARPTBEE B ERANR_-F
—N\F— A — B4 7 4 Al Bk
Hh o REBEW RZFRABERMEMLE
BAEREARERZER - RERER]
K o

REBEERARE 2 HBER IR
MEATHR] RASIERT BB I IR %
8l -

BB BRELE KEEFANI Nz
F15%

BBEREREREN, 2HTA

a5 (BRHBERE  IERGREMRE
2EZE9)

—REENH

BEMBHERN  BERAUEAEEN
F15% (%) ZI5HRAEPRY

A
FRGHRNFAY REYFER
(BFTE)

BEMBHERR  AROBERMA
EVEACHES) REHRERHE
ERMBREEN  RAEEUBEEEY
F4R(TA) FASERBA B
BREEABHEER

FIFLBIA

SE-WEEST-RE BAUBHLEIEIE
BHyERNE  REESHENENF
BT

2018 R
Interim Report 2018

For the six months ended 30 June 2018

The Company’s then auditor has reported on those financial
statements. The auditor’s report was unqualified; did not
include a reference to any matters to which the auditor drew
attention by way of emphasis without qualifying its report;
and did not contain a statement under sections 406(2), 407(2)
or (3) of the Companies Ordinance.

The accounting policies adopted in the preparation of these
condensed consolidated financial statements are consistent
with those followed in the preparation of the Group’s
consolidated financial statements for the year ended 31
December 2017, except for the adoption of new standards
effective as of 1 January 2018. The Group has not early
adopted any other standards, interpretations or amendments
that have been issued but are not yet effective.

The Group has adopted the following new and revised
HKFRSs for the first time for the current period’s financial
information.

HKFRS 15 Revenue from Contracts with Customers

HKFRS 9 Financial Instruments
HK (IFRIC)-Int 22 Foreign Currency Transactions and
Advance Considerations
Amendments to HKFRS 15 Clarifications to HKFRS15 Revenue from
Contracts with Customers

Amendments to HKAS 40 Transfers of Investment Property

Amendments to HKFRS 2 Classification and Measurement of
Share-based Payment Transactions

Amendments to HKFRS 4 Applying HKFRS 9 Financial Instruments with

HKFRS 4 Insurance Contracts

Annual Improvements Amendments to HKFRS 1 and HKAS 28

2014-2016 Cycle
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For the six months ended 30 June 2018

Other than as explained below regarding the impact of HKFRS
15 and HKFRS 9, the adoption of the above new and revised
standards has had no significant financial effect on these
financial information.

0]

HKFRS 15 Revenue from Contracts with Customers

HKFRS 15 supersedes HKAS 11 Construction Contracts,
HKAS 18 Revenue and related interpretations and it
applies to all revenue arising from contracts with
customers, unless those contracts are in the scope of
other standards. The new standard establishes a five-
step model to account for revenue arising from
contracts with customers. Under HKFRS 15, revenue is
recognised at an amount that reflects the consideration
to which an entity expects to be entitled in exchange
for transferring goods or services to a customer.

The standard requires entities to exercise judgement,
taking into consideration all of the relevant facts and
circumstances when applying each step of the model to
contracts with their customers. The standard also
specifies the accounting for the incremental costs of
obtaining a contract and the costs directly related to
fulfilling a contract.

The Group adopted HKFRS 15 using the modified
retrospective method of adoption. The Group applied
HKFRS 15 to contracts that are initiated after the
effective date and contracts that had remaining
obligations as of the effective date. In respect of the
prior periods, the Group retained prior period’s figures
as reported under the previous standards, recognising
the cumulative effect of applying HKFRS 15 as an
adjustment to the opening balance of equity as at 1
January 2018. The Group concluded that no transitional
adjustment is acquired to be made on 1 January 2018
to retained earnings upon initial adoption of HKFRS 15.
It is because the Group recognised revenue upon
control and rewards, which coincides with the fulfilment
of performance obligations.

EHBEREARDA
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For the six months ended 30 June 2018

2. F%EEEZ$EI TR
28 @)

22. REBERMZFHER
CHENED
() BFEMBREEUFISHEXR
BEFEA s ()

2Bk

R-Z—\F—H—BHHHA
FEMBRRBRROFTE (Y

BASIS OF PREPARATION AND CHANGES TO
THE GROUP’'S ACCOUNTING POLICIES

(Continued)

2.2. New standards, interpretations and amendments
adopted by the Group (Continued)
(i) HKFRS 15 Revenue from Contracts with Customers
(Continued)

Impact on the condensed consolidated statement of
financial position as at 1 January 2018 (increase/

o/ CRAd)) (decrease)):

—E-N\F

—E—t5F —HA—H

+=A=t+—8 (REEEZX)

(RRE®) RIBHE

REEES M S

RIS 1855 ERIZE 155

31 December 1 January

2017 2018

(Audited) EHSE* (Unaudited)

Under HKAS 18 Reclassification* Under HKFRS 15

BET R BETR BETL

HK$'000 HK$'000 HK$'000

EH8E Contract liabilities - 1,639,949 1,639,949

B 5 N HE MR FRIR Trade and other payables 56,495,692 (1,639,949) 54,855,743
* TN EE E A B S U BT BIFE R A B * The Group received short-term advances from customers and

I E LA - FE/EFH B BRI IR & BRI %
1555 LA BT » A B 5% F TRV R B
BBESREBENRRBRF S ERE SR
EMENFEIT - EHE S FHEE
BYE 15 AEBS RIS E
REHIRFEES BB [EHRE]

ERABEBYBRELENZ 1SHHEBEE_T
—N\FRA=TRHIEAREAR E’JF%EW%NE
mx o EHREREASRERTETE

AEBHEB RN BEARMERHEZERR
RamaBiE - DERTE - ARMBERE
W BREEMIBE

46 2018 EA R
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provided sales rebates to customers. Prior to the adoption of HKFRS
15, the Group presented these advances and provision for rebates in
trade and other payables in the consolidated statement of financial
position. Upon the adoption of HKFRS 15, the Group reclassified the
advances and provision for rebates to “contract liabilities”.

The adoption of HKFRS 15 does not impact the condensed
consolidated statement of profit or loss, statement of
comprehensive income and statement of cash flows for the six
months ended 30 June 2018.

The Group is in the business of providing the manufacturing,
distribution and retail of pharmaceutical and healthcare products
and related service in the Mainland China and principally derives
revenue from sales of products.
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—E-\EAAZ

+HBI1E75MEH - For the six months ended 30 June 2018

HKFRS 15 Revenue from Contracts with Customers
(Continued)

Revenue is measured at the fair value of the
consideration received or receivable, and represents
amounts receivable for goods sold or services
performed, stated net of rebates, returns and value-
added taxes. The Group recognises revenue when the
specific criteria have been met for each of the Group’s
activities, as described below.

Revenue for the sale of pharmaceutical and healthcare
products is recognised at a point in time when control
of the asset is transferred to the customer. Service
revenue is recognised as a performance obligation
satisfied over time based on the stage of completion.

HKFRS 9 Financial Instruments

HKFRS 9 Financial Instruments replaces HKAS 39
Financial Instruments: Recognition and Measurement
for annual periods beginning on or after 1 January
2018, bringing together all three aspects of the
accounting for financial instruments: classification and
measurement; impairment; and hedge accounting.

The adoption of HKFRS 9 Financial Instruments from 1
January 2018 resulted in changes in accounting policies
and adjustments to the amounts recognised in the
condensed consolidated financial statements. The new
accounting policies are set out below. In accordance
with the transitional provisions in HKFRS 9, comparative
figures have not been restated.

On 1 January 2018 (the date of initial application of
HKFRS 9), the Group’s management has assessed which
business models apply to the financial assets held by the
Group and has classified its financial instruments into
the appropriate HKFRS 9 categories.

EHBEREARDA
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HE-Z—)\FA=1THI/;XMEA For the six months ended 30 June 2018

2. REEERAEBEGETER 2. BASIS OF PREPARATION AND CHANGES TO

S (@) THE GROUP’S ACCOUNTING POLICIES
(Continued)
22. REERMZHER - RER 2.2. New standards, interpretations and amendments
CHENE) adopted by the Group (Continued)
(i) BEAUEREEAFIFES (ii) HKFRS 9 Financial Instruments (Continued)
BITA(E)
RZZE-—NE-—A—BAKE The following adjustments were made to the condensed
REBYV B RERERE Y consolidated statement of financial position at the date
I RRAR & B IS AR R 3R 2R ME A of initial application, 1 January 2018. The impact on
THRE - EPEWT adopting HKFRS 9 is as follows:
ZE-tE “E-N\§
+=A=t-H —R—8
(RER) (RBER)
REEBETEL REEBHERS
#3948 ERIZE o5
31 December 1 January
2017 2018
(Audited) ENDEt EFTE (Unaudited)
Under HKAS 39 Reclassification* ~ Remeasurement™®  Under HKFRS 9
Wiz BRI BB BB BT
Notes HK$'000 HK$'000 HK$'000 HK$'000
Z5REMEWZIA Trade and other receivables @), (b) 67,127,969 (11,293,678) 68,847 55,903,138
FRasREE Non-current financial assets @) - 334,472 (54,912) 279,560
Hipms2&E  Other current financial assets @) - 17,850,320 - 17,850,320
MEHERE Available-for-sale
(FE7E) investments (non-current) @) 334,472 (334,472) = =
MEHERE Available-for-sale
(F®) investments (current) @ 6,556,642 (6,556,642) = =
i Equity
REEF Retained earnings @), (), © 18,650,557 - (8,498) 18,642,059
JHRR RS Non-controlling interests @) (), © 21,267,371 - 7,695 21,275,066
@ RIREE G 2E R 3995 49 A (11 & 12 E Available-for-sale investments under HKAS 39 were reclassified to
B EREB B BFREEREIREHN financial assets under HKFRS 9.
CREBRANFERRE L TR ENE Trade and other receivables that are held within a business model
5 R B i W IR R B R B BT 5 KR 3R both to collect cash flows and to sell, upon transition, were
AR EBEFARMEEWNZ ([HRAEE reclassified to fair value through other comprehensive income
FTARMEER K] (“"FVOCI”), which is included in line item of non-current/other current
financial assets on the condensed consolidated statement of financial
position.
> REBBEIERIEIRIEK A ER **  Equity investments measured at costs under HKAS 39 were
BmRE  BREBBHGHREERE9 remeasured at fair value under HKFRS 9, resulting in a decrease in
BHEARBEEN 2 HEEHEER financial assets and retained earnings.
REBFIHL ©
B 5 KA e KT R E R G ERIRE Impairment allowances of trade and other receivables were
BRI IREERIE IR - I AINE TR E remeasured based on a forward-looking expected credit loss (“ECL")
BiEX ([FAREEEX]) 28702 X approach under HKFRS 9, resulting in increases in trade and other
5 5 KA M B RARE B FIZ 0 - receivables and retained earnings.

* PELE R
/ 48 Interim Report 2018
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(i)

For the six months ended 30 June 2018

HKFRS 9 Financial Instruments (Continued)

(a)

Classification and measurement

Under HKFRS 9, the Group initially measures a
financial asset at its fair value plus, in the case of
a financial asset not at fair value through profit or

loss, transaction costs.

Under HKFRS 9, debt financial instruments are
subsequently measured at fair value through
profit or loss (“FVPL"), amortised cost, or FVOCI.
The classification is based on two criteria: the
Group's business model for managing the assets;
and whether the instruments’ contractual cash
flows represent “solely payments of principal and
interest” on the principal amount outstanding (the

“SPPI criterion”).

The new classification and measurement of the
Group's debt financial assets are as follows:

Debt instruments at amortised cost for
financial assets that are held within a
business model with the objective to hold
the financial assets in order to collect
contractual cash flows that meet the SPPI
criterion. This category includes the Group’s
trade and other receivables.

Debt instruments at FVOCI, with no gains or
losses recycled to profit or loss on
derecognition. Financial assets in this
category are the Group’s trade receivables
that are held within a business model both
to collect cash flows and to sell. Under
HKAS 39, the debt instruments were
included in trade and other receivables.
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(i)

For the six months ended 30 June 2018

HKFRS 9 Financial Instruments (Continued)

(@

Classification and measurement (Continued)
Other financial assets are classified and
subsequently measured, as follows:

Equity instruments at FVOCI, with no
recycling of gains or losses to profit or loss
on derecognition. This category only
includes equity instruments, which the
Group intends to hold for the foreseeable
future and which the Group has irrevocably
elected to so classify upon initial recognition
or transition. Equity instruments at FVOCI
are not subject to an impairment assessment
under HKFRS 9. Under HKAS 39, the
Group’s unquoted equity instruments were
classified as available-for-sale (“AFS")
investments.

Financial assets at FVPL comprise equity
instruments which the Group had not
irrevocably elected, at initial recognition or
transition, to classify at FVOCI. This category
would also include debt instruments whose
cash flow characteristics fail the SPPI
criterion or are not held within a business
model whose objective is either to collect
contractual cash flows, or to both collect
contractual cash flows and sell. Under HKAS
39, the Group’s equity instruments and
debt instruments were classified as AFS
financial assets.
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(ii)

For the six months ended 30 June 2018

HKFRS 9 Financial Instruments (Continued)

(a)

Classification and measurement (Continued)

The assessment of the Group’s business models
was made as of the date of initial application, 1
January 2018. The assessment of whether
contractual cash flows on debt instruments are
solely comprised of principal and interest was
made based on the facts and circumstances as at
the initial recognition of the assets.

The accounting for the Group’s financial liabilities
remains largely the same as it was under HKAS
39. Similar to the requirements of HKAS 39,
HKFRS 9 requires contingent consideration
liabilities to be treated as financial instruments
measured at fair value, with the changes in fair
value recognised in the consolidated statement of
profit or loss.

Impairment

The adoption of HKFRS 9 has fundamentally
changed the Group’s accounting for impairment
losses for financial assets by replacing HKAS 39's
incurred loss approach with a forward-looking
ECL approach.

HKFRS 9 requires the Group to record an
allowance for ECLs for all loans and other debt
financial assets not held at FVPL. ECLs are based
on the difference between the contractual cash
flows due in accordance with the contract and all
the cash flows that the Group expects to receive.
The shortfall is then discounted at an
approximation to the asset’s original effective
interest rate.
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(ii)

For the six months ended 30 June 2018

HKFRS 9 Financial Instruments (Continued)

(b)

Impairment (Continued)

For trade and other receivables, the Group has
applied the simplified approach and has calculated
ECLs based on lifetime expected credit losses. The
Group has established a provision matrix that is
based on the Group’s historical credit loss
experience, adjusted for forward-looking factors
specific to the debtors and the economic
environment.

The Group considers a financial asset in default
when contractual payments are 12 months past
due. However, in certain cases, the Group may
also consider a financial asset to be in default
when internal or external information indicates
that the Group is unlikely to receive the
outstanding contractual amounts in full before
taking into account any credit enhancements held
by the Group.

The adoption of the ECL requirements of HKFRS 9
resulted in decrease in impairment allowance of
the Group's debt financial assets. The decrease in
allowance resulted in adjustment to retained
earnings.

Other adjustments

In addition to the adjustments described above,
upon adoption of HKFRS 9, other items of the
primary financial statements such as retained
earnings and non-controlling interests were
adjusted as necessary.
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REVENUE

Set out below is the disaggregation of the Group’s revenue:

BEAA=THLEREAR

Six months
ended 30 June
2018
(REER) (REEFIZ)
(Unaudited) (Unaudited)
BT T BT T
HK$'000 HK$'000
& me R R Type of goods or services
HEBEMREERK Sale of pharmaceutical and healthcare
FERE RS products and related services 93,740,803 82,737,598
48U 3 Total revenue 93,740,803 82,737,598
it &35 Geographical markets
)TN Mainland China 93,245,463 82,271,055
BB Hong Kong 495,340 466,543
#N = Total revenue 93,740,803 82,737,598
WS R Timing of revenue recognition
EmEZE Goods transferred at a point in time 93,547,340 82,737,598
Pl 765 82 5 HAFA Services transferred over time 193,463 -
FAlE Total revenue 93,740,803 82,737,598

BE_Z-\FR-_FT—tFXA=TH
EAEA - AEERNERESBER AR
REFPENELENBKRKERERE - 5t
AR REER DR REE
133,719,000 7T &2 7% ¥ 89,905,000 7T, ©

The Group recognised impairment losses on receivables arising from
contracts with customers, which are included under Other gains
and losses in the condensed consolidated statement of profit or
loss, amounting to HK$133,719,000 and HK$89,905,000 for the
six months ended 30 June 2018 and 2017, respectively.
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For the six months ended 30 June 2018

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 segments under HKFRS 8
Operating Segments 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;

(c)  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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Notes to the Condensed-Consolidated Financial Statements

HE-_Z—)/\F/XA=1+HIXMEH For the six months ended 30 June 2018

DEBE R () 4. SEGMENT INFORMATION (Continued)
TEROBEINAEEBEE-_TE—\FEN_ The following tables present revenue and profit information for the
Z—+EXNA=THIEANEANEE D Group's operating segments for the six months ended 30 June
B U A B B R 2018 and 2017, respectively:
Hitr ik
BE-Z-N\F
~NA=ZTH Six months ended
It EA 30 June 2018 Manufacturing  Distribution Retail Others  Eliminations
(REEH) (REER) (REEH) (REER) (REEH) (REEH)
(Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited)
BB BT BT BT BT BT
HKS'000 HKS'000 HK$/000 HKS'000 HKS'000 HKS'000
Al Segment revenue
shEbsEE External sales 15,055,900 76,110,967 2,470,449 103,487 - 93,740,803
DEbHHE Inter-segment sales 1,818,628 1,490,059 - - (3,308,687) -
16,874,528 71,601,026 2,470,449 103,487 (3,308,687) 93,740,803
ABRE Segment results 4,315,205 4,034,537 68,026 3,175 - 8,440,943
EtiBA Other income 652,262
HitzRER  Other gains and losses 24,096
THEY Administrative expenses (2,140,030)
Hipf% Other expenses (644,220)
MEBERATR  Share of profits and losses of
REMEEE associates and joint ventures 69,973
RHEMAR Finance costs (1,292,562)
BB AR A Profit before tax 5,110,462

FHBREAERAR 5 5
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Notes to the Condensed Consolidated Financial Statements

HE-Z—)\FA=1THI/;XMEA For the six months ended 30 June 2018

4. DEER @) 4. SEGMENT INFORMATION (Continued)
Six months ended
LE~fEA 30 June 2017 Manufacturing Distribution Eliminations
(KEER) (REEn) (REER) (FEz7) (REER) (KEER)
(Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited)
BEER BETR BEER BETR eI BhER
HK$'000 HKS'000 HK$'000 HK$'000 HK$'000 HK$'000
Al Segment revenue
ShEPEEE External sales 11,479,975 69,069,668 2,117,495 70,460 - 82,737,598
AEEHE Inter-segment sales 1,212,470 1,343,166 - - (2,555,636) -
12,692,445 70,412,834 2,117,495 70,460 (2,555,636) 82,737,598
ABRE Segment results 3,793,859 3,103,014 69,945 50,010 - 7,016,828
EtiBA Other income 468,353
HitizRER  Other gains and losses 7.211)
Gk Administrative expenses (1,778,100)
Hipf% Other expenses (341,038)
PEBE AT Share of profits and losses of
B associates 35,995
BERK Finance costs (954,800)
BB AR A Profit before tax 4,419,967
DEEBE T RO EEMBA - HAbUL Segment results represent the profit earned by each segment
whEE - THE B - o without allocation of other income, other gains and losses,
ENRIREECEBERMEKRAT @ & administrative expenses, other expenses, share of profits and losses
7 EBHRE A R o bt Tt E IR 5 B RAR R of associates and joint ventures and finance costs. This is the
FhmEZLERREZRNTESN © measure reported to the CODM for the purpose of resource
allocation and performance assessment.
AEEBWESIE TYWE - BERZER The Group did not allocate certain depreciation of property, plant
E EBREEHE BNEENEHEK and equipment, amortisation of intangible assets, amortisation of
AR & 2 JOF BHLA © prepaid lease payments and interest income to reportable

segments.

* Y
Interim Report 2018
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Notes to the Condensed Consolidated Financial Statements

HE-_Z—)/\F/XA=1+HIXMEH For the six months ended 30 June 2018

EBast 5.

HE-_Z—/N\FXNA=1TRHLEAHEAR K

EEmﬁ*“—mﬁzﬁﬁwwé%imfﬁ%
Aral((MEAR]  RELEAARKE

135,660,0007_5( 88 R 5 # 165,321,000

TT) c fEARNEBERE—Hn  ZSWES

BUSINESS COMBINATIONS

During the six months ended 30 June 2018, the Group acquired
four companies (“Four Companies”) which were engaged in the
sale of pharmaceutical products from independent third parties at
an aggregate consideration of RMB135,660,000 (equivalent to
HK$165,321,000). These acquisitions were made as part of the
Group’s strategy to expand its market share in pharmaceutical
industry in China and to provide human resources, economies of

ERAEETREEXNTSNERAAE
BERBEEBRHEADER - LERR R

EEEE scale and synergy to the Group's existing operation.

BERER WEE B SR D
Name of entity Date of acquisition Percent of interest acquired
LERABEEER DA —E-N\¥—H—H 51%
Shanghai Guobang Pharmaceutical Limited 1 January 2018
TR LB EER AT —T-N\F=RA=+—H 70%
Jiangsu Nanshan Pharmaceutical Limited 31 March 2018

BEREEBR AR —E-N\F=A=+—H 70%
Llanyungang Dezhong Pharmaceutical Limited 31 March 2018
BEEREHEFRAR —ZE-A\FRA+H 70%
Guoyao Guang’an Pharmaceutical Limited 10 May 2018

EHBEKEERAA 57
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HE-Z—)\FA=1THI/;XMEA For the six months ended 30 June 2018

5. EBEMw 5. BUSINESS COMBINATIONS (Continued)
HRZERERERN G EAEE M ST The information for these acquisitions was disclosed on an
BA WMEBZSWENERIRS BEE aggregated basis as they were individually immaterial to the Group.
WE - OWWENB AN R EERLE The fair values of the identifiable assets and liabilities of the
BEREBKERSENAREE(BE TSR subsidiaries acquired as at the respective dates of acquisition, which
RATR AR BERBERIEZ)WOT are provisional amounts and are subject to the finalisation of the

fair value estimation, are as follows:

W B B
Provisional
fair value
recognised on
acquisition*
(REFEZ)
(Unaudited)
BT
HK$000
M - BE RERE Property, plant and equipment 2,780
mEE Intangible assets 43,012
REFTBEE Deferred tax assets 534
HEIEmei & E Other non-current assets 314
FE Inventories 120,562
B 5 Kk H b EWGRIE Trade and other receivables 400,727
RITHEHREIRE Bank balances and cash 50,903
B 5N E MR IE Trade and other payables (468,183)
SRITIER Bank borrowings (32,519)
RIEFIBAE Deferred tax liabilities (10,723)
EE2 Non-controlling interests (48,596)
BARBETENAHAIEESEME  Total identifiable net assets at fair value 58,811
L B ) Goodwill on acquisition 106,510
BEEEEENE Purchase consideration transferred 165,321
WEBSRESNUT : Analysis of cash flows on acquisition is as follows:
BRI IR e Bank balances and cash acquired 50,903
BENBEE Cash paid (136,176)
WEKBATWE ST Y S5 Net cash outflow on acquisitions of subsidiaries (85,273)
& BEE A # R A EFERYE A AT E * Additional assessment is required to determine fair value of the net
EFEH BN o« AUt - 7] #FIEZEF identifiable assets on the acquisition date. Thus, the net identifiable
BRI RA 1% 772 - I R A B 1€ 12 18] assets may be subsequently adjusted, with a corresponding
B 9 R (L AR IE 2 - adjustment to goodwill within 12 months after the acquisition date.

* g wetsus
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BEBKER  ZENEAREEANER
7 & B Yk 25 5 ¥ 284,895,000 7T & B B
R B A B R 17,028,000 7T © fif Y BB
FRERFIETT - BRI AN & B A W o foom A g
S Bl A 7% #93,790,722,000 7T N 7 &
4,054,729,000 7T °

ERAMEBIZRNBHASOEIRANE
ENMABRANEENEERETBE AT
HREV I R et I Lt # a5 - BB RLATIS A
= AR o

T HKA B 512,0007T B L W AT A RS
AR BRRNITHE I MIEABBELS
RERERNEERESRE—IH °

z=

—E-\FEXRA=ZTHIEAEA

For the six months ended 30 June 2018

Since the acquisitions, these Four Companies have contributed
HK$284,895,000 to the Group’s revenue and HK$17,028,000 to
the Group’s profit for the period. Had the acquisition taken place at
the beginning of the period, the revenue and the profit of the
Group for the period would have been HK$93,790,722,000 and
HK$4,054,729,000 respectively.

The goodwill recognised is primarily attributed to the expected
synergies and other benefits from combining the assets and
activities of Four Companies with those of the Group. The goodwill
is not deductible for income tax purposes.

Transaction costs of HK$512,000 have been expensed and are
included in administrative expenses in the condensed consolidated
statement of profit or loss and are part of operating cash flows in
the condensed consolidated statement of cash flows.

EHBEREARDA
China Resources Pharmaceutical Group Limited
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Notes to the Condensed Consolidated Financial Statements

BE_ZT-/\FRA=TBILXEA

6. HAthlzm k&8

For the six months ended 30 June 2018

6. OTHER GAINS AND LOSSES

BEANA=THIEREA

Six months
ended 30 June
2018
(REER) (RETEZ)
(Unaudited) (Unaudited)
BET MR
HK$'000 HK$'000
& Al 1R E B e Gain on disposal of available-for-sale
investments - 45
S E B E A e Gain on disposal of intangible assets 17,616 5,092
HEMXE - BER&HEEREE Loss on disposal of items of property,
R 518 plant and equipment (16,802) (1,214)
HE F KT IAFERE Impairment loss recognised on trade
BEE R F5E receivables, net (133,719) (89,905)
FE fhE R IE R B, (R Impairment loss reversed/(recognised)
R R E 5 18 /= 58 on other receivables, net 2,123 (12,436)
BARBET ABZR Gain on change in fair value of financial
SRMEEZFH M assets through profit or loss 74,045 _
WEMENEBEZEHUWZE  Gain on change in fair value of
investment properties 63,961 -
A HERERRERA Investment income on available-for-sale
investments - 71,285
SREEZEWA Investment income on financial assets 14,540 =
Hh Others 2,332 (138)
24,096 (27,271)
2018 EA R
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Notes to the Condensed-Consolidated Financial Statements

HE-_Z—)/\F/XA=1+HIXMEH For the six months ended 30 June 2018

7. FINANCE COSTS

BEAA=THLEREAR

Six months
ended 30 June
2018
(REER) (RE&FEZ)
(Unaudited) (Unaudited)
BETT BETT
HK$°000 HK$'000
RITERFE Interest on bank borrowings 1,212,517 790,035
FERESTE Interest on bonds payable 81,484 186,583
KE—FKPEHERD T Interest on borrowings from an intermediate
BT 2 holding company 208 6,336
W BB RERER Less: Interest capitalised in property,
BAREF B () plant and equipment (Note) (1,647) (28,154)
1,292,562 954,800
Wiat - EREEEFACF SRR BRI E B 1% Note: Capitalised interest arose on funds borrowed specifically for the
BEFEESREXEEHE - W1%4.8% purpose of obtaining qualifying assets and on the general borrowing
(B2 =—F—+FN NA=1HINEA : pool which are calculated by applying a capitalisation rate of 4.8% (six
53%) M EBREF|EFEE BIEEEE months ended 30 June 2017: 5.3%) per annum to expenditure on
ERIFISE o qualifying assets.

FHBREAERAR 6 1
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HE-Z—)\FA=1THI/;XMEA For the six months ended 30 June 2018

8. MiAlmA 8. PROFIT BEFORE TAX
BEXRA=+THLKREA
Six months
ended 30 June
2018
(REER) (RE&FEZ)
(Unaudited) (Unaudited)
BeTR BT
HK$'000 HK$000
HBRA T ZIBEREZERN Profit before tax has been arrived at
BAnEF after charging:
Mm% - WERRETE Depreciation of property,
plant and equipment 666,624 688,196
B Amortisation of intangible assets 111,362 100,483
B SR Ia Amortisation of prepaid lease payments 39,390 31,682
T EE N PR EE 17 S 5 Allowance for slow-moving and
obsolete inventories 29,963 2,251
RAEERANFERA Cost of inventories recognised as
cost of sales 76,330,975 69,876,763
e B GrAEMAS) Research and development expenditure
(included in other expenses) 390,566 303,924
HEYZE AR E Operating lease payments in respect of
HEN leased premises 316,256 284,915
fE 5 518 - F5 Foreign exchange loss, net 214,704 12,157
REAUT&EE : And after crediting:
A% B U A Dividend income 1,867 10,557
BT fE B Government grants 120,821 103,957
T2 U A Interest income 151,250 111,453

* 62 2018 FHERE
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Notes to the Condensed-Consolidated Financial Statements

9. INCOME TAX EXPENSE

Current tax
PRC Enterprise Income Tax
("PRCEIT")
Hong Kong Profits Tax
Under provisions of PRC EIT in
previous period

Deferred tax

Tax charge for the period

For the six months ended 30 June 2018

The Group calculates income tax expense for the period using the
tax rate that would be applicable to the expected total period
earnings. The major components of income tax expense in the
condensed consolidated statement of profit or loss are:

BEAA=THLEREA

Six months
ended 30 June
2018
(REER) (REEFIZ)
(Unaudited) (Unaudited)
BT T BET T
HK$'000 HK$'000
1,008,380 833,708
1,105 1,237
5,178 27,403
1,014,663 862,348
33,016 104,488
1,047,679 966,836

FHBREAERAR 63
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*

HE-_ZT—N\FA=ZTHLEA Forthe six months ended 30 June 2018
10. AR R EBERIREEWESR  10. EARNINGS PER SHARE ATTRIBUTABLE TO
ZF| ORDINARY EQUITY HOLDERS OF THE
COMPANY
RAREBRRREMBRERRFIZT The calculations of the basic earnings per share attributable to
EEETE - ordinary equity holders of the Company are based on:
BZEANA=1+THLAEAR
Six months
ended 30 June
2018 2017
(REER) (REEERZ)
(Unaudited) (Unaudited)
BYTT BET T
HK$"000 HK$'000
B3 Earnings
ARrlEBEsEE AESA Profit for the period attributable to
B A ordinary equity holders of
the Company 2,249,627 1,810,447
RHEE Numbers of shares
HARG A pNRE T B BT EmA%E  Weighted average number of ordinary
shares in issue during the period 6,284,506,461 6,284,506,461
HREZE-Z-N\FRZZE—tF<A Diluted earnings per share equals to basic earnings per share as
_-I— HIE7SE A B 81T @R 7 there were no potentially dilutive ordinary shares in issue during the
R WEREFRMNENTRERER six months ended 30 June 2018 and 2017.
ﬂ
1. kE 11. DIVIDENDS

64

ARREFRZTERBEE_T—N\FEX
A=+RHIEAEASREMFERE (BE
E—+FRNA=THIEAER  £) -

BE-_T—+tF+-A=+—HLFEH
R EAPE B8 691,296,000 7T (BAX 1157811)
ERARBIZE—NFREA+NAZFE
BRERAE EE - AHMSNFARRA AR
AR AR S 4858 A5 691,286,000 7T ©

2018 EA R
Interim Report 2018

The directors of the Company resolved not to declare any interim
dividend for the six months ended 30 June 2018 (six months ended
30 June 2017: nil).

A final dividend of HK$691,296,000 (HK11 cents per share) in
respect of the year ended 31 December 2017 was approved at the
annual general meeting of the Company on 18 May 2018. The
aggregate amount of the final dividends paid to the shareholders of
the Company in the current period amounted to HK$691,286,000.
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HE-_Z—)/\F/XA=1+HIXMEH For the six months ended 30 June 2018

12. 3% - BERRE 12. PROPERTY, PLANT AND EQUIPMENT
B2 N\FAA=1+HILEXEA K During the six months ended 30 June 2018, the Group acquired
EEWEDNE BMELRREBETABE property, plant and equipment amounting to HK$866,669,000 (six
866,669,000 T (B Z T —+F A=+ months ended 30 June 2017: HK$1,696,814,000), excluding
HI1E/N{E A : B#1,696,814,0007T) @ property, plant and equipment acquired through a business
BIBRBESSH I ERYENSNYE - combination and property under construction.
BB Kk o
BHE-_Z—N\ENB=+HLENEA K Assets (other than those classified as held for sale) with a net book
EBDHEREFEABK61,103,000 7T value of HK$61,103,000 were disposed of by the Group during the
NEE (D HEAFELHENEERIN) (HE six months ended 30 June 2018 (six months ended 30 June 2017:
ZE—tFXA=Z+THLESNER: B HK$35,338,000), resulting in a net loss on disposal of
35,338,000 ) EHEHEHEFEBE HK$ 16,802,000 (six months ended 30 June 2017: HK$1,214,000).

16,802,000 T (B Z=—Z—+FNA=+H
17518 A : 481,214,000 7T) °

13. & 13. GOODWILL
—E-N\F —E—+tF
ANA=tH tZ—HA=1+—8H
30 June 31 December
2018 2017
(RAEFH) (@ &)
(Unaudited) (Audited)
BETT BT
HK$'000 HK$'000
&S Cost
FAERF ) At the beginning of the period/year 20,726,448 17,518,849
IR EBH B AR, %75 (MizES) Acquisitions of subsidiaries/business (Note 5) 106,510 1,887,251
P& 5 82 Exchange realignment (179,427) 1,320,348
RE R At the end of the period/year 20,653,531 20,726,448
ZFREE Accumulated impairment
REE) At the beginning of the period/year 181,836 114,028
BRI EEE Impairment loss recognised - 59,244
HE 5, 8 B Exchange realignment (1,550) 8,564
RERER At the end of the period/year 180,286 181,836
BREVEE Net carrying value
RHEER At the end of the period/year 20,473,245 20,544,612

FHBREAERAR 65
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HE-Z—)\FA=1THI/;XMEA For the six months ended 30 June 2018

14. ERBEMEE HabHRB 14. NON-CURRENT FINANCIAL ASSETS/OTHER
A& HERE CURRENT FINANCIAL ASSETS/AVAILABLE-
FOR-SALE INVESTMENTS

—E-N\F
~NB=+H
30 June
2018
(REER)
(Unaudited)
BT
HK$'000
BREERLATENESREE Financial assets at amortised cost
REAR S R S E IR B EE T Financial products with guarantee principal
and interest* 180,427
RARBEFABRHNESREE Financial assets at fair value through profit or loss
I B A * Financial products* 3,275,551
RFE-ERRD * Unquoted equity shares* 39,475
RFEEBES* Unquoted debt securities* 408,967
3,723,993
BRAARBEEFAEMEZERRH Financial assets at fair value through other
SREE comprehensive income
RIREERI D * Unquoted equity shares* 2,569
BIERERERERHENE S Trade receivables held both to collect cash flows
JEUS R TE and to sell 12,631,582
12,634,151
st Total 16,538,571
IRy Total current 16,336,403
JEBNHp AR AT Total non-current 202,168
o R-ZFB—+F+-A=+—H 2@EE & The financial assets amounting to HK$6,891, 114,000 were included
JB#6,891,114,000TTHA [ ERE - in available-for-sale investment as at 31 December 2017.

‘73‘ 66 2018 EIR &
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HE-_Z—)/\F/XA=1+HIXMEH For the six months ended 30 June 2018

15. & 15. INVENTORIES
—E2-N\E —F—+F
NAB=+H +t=—A=+—H
30 June 31 December
2018 2017
(REER) (R %)
(Unaudited) (Audited)
BT BT
HK$°000 HK$'000
AR Raw materials 3,504,694 3,225,808
BEMR Packaging materials 23,340 24,327
TER S Work in progress 1,431,807 1,351,428
BURK A Finished goods 17,743,831 16,804,735

22,703,672 21,406,298

16. E 5 Rk HAEUFRIE 16. TRADE AND OTHER RECEIVABLES
—E—N\E T —+F
RNA=+H +t=—A=+—H
30 June 31 December
2018 2017
(REER) (Fe&;%)
(Unaudited) (Audited)
BT BT T
HK$'000 HK$'000
B 5 el RIE Trade receivables 46,468,431 50,558,374
e ZE % Bills receivable 8,412,568 8,790,247
R A Less: Impairment (523,090) (477,858)

54,357,909 58,870,763

FEfTFRIE Prepayments 3,219,890 2,829,939
H h fE UL FRIB Other receivables 6,220,692 5,586,257
B RE Less: Impairment (153,896) (158,990)

9,286,686 8,257,206

63,644,595 67,127,969

AEE-—ROEZEHSEFPETNFI0E The Group generally allows credit periods ranging from 30 to 120
120KMEEH  UAREEEPKEE days to its trade customers, which may be extended to 240 days for
HIERE240K  MLERTEEREFH selected customers depending on their trade volume and settlement
BB RERZERME - RZTE—/\FRX terms. The bills receivable have maturity period ranging from 30 to
RA=+H REZHENHHERNF30ZE180 180 days as at 30 June 2018 (31 December 2017: 30 to 180 days).
A ZE—+F+=ZA=+—H:30%180

R) e
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HE-Z—)\FA=1THI/;XMEA For the six months ended 30 June 2018

16. E5 R H Mt EWRRIE (@) 16. TRADE AND OTHER RECEIVABLES (Continued)
REBEREZEHNRBREENE S E An aging analysis of the Group’s trade receivables, net of
WHER BRI DTN T - impairment, based on invoice date, is as follows:

—E2-N\E —F—+F
RNA=+H +tZ—A=+—H
30 June 31 December
2018 2017
(REER) (R %)
(Unaudited) (Audited)
BETR BEFT
HK$'000 HK$'000
0ZE30K 0-30 days 14,512,954 18,332,642
31E£60K 31-60 days 7,609,467 7,929,138
61Z90K 61-90 days 4,974,414 5,127,912
91 £ 180k 91-180 days 11,842,095 10,728,104
181 £365 K 181-365 days 6,118,278 7,483,440
BiE1F Over 1 year 888,133 479,280
45,945,341 50,080,516

REBERNELBHNEKREENRE S An aging analysis of the Group’s bills receivable, based on issue

T - date, is as follows:

—E-N\F —E—tF
NA=+H +t-—A=+—H
30 June 31 December
2018 2017
(REER) (B2 1%)
(Unaudited) (Audited)
BHTR BT
HK$'000 HK$'000
0E 30X 0-30 days 3,766,640 3,463,726
31 260K 31-60 days 1,096,838 1,231,698
61290k 61-90 days 1,240,651 1,249,963
91 £ 180K 91-180 days 2,308,439 2,844,860
8,412,568 8,790,247

\* 2018 K E
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HE-_Z—)/\F/XA=1+HIXMEH For the six months ended 30 June 2018

16. E5 R H A EWIE (@) 16. TRADE AND OTHER RECEIVABLES (Continued)
BT —BERZEN I IKE MR - K& In determining the recoverability of a receivable, the Group has
EEERETR - WIRE2HENEE applied the simplified approach and has calculated ECLs based on
ERTEEHEERE - EEET AR lifetime expected credit losses. The concentration of credit risk is
B AAEENEEEMAHZEZEEA limited as the Group’s customer base comprises a large number of
o AARZESHEEEBEESHBRE customers. The directors of the Company believe that there is no
o BmEABREE—SREE B EKZE further impairment required in the condensed consolidated financial
R Ho At JiE U SR IE B R E B 2 BB E DI 10 statements. The movements in provision for impairment of trade
T: and other receivables are as follows:

—E-N\F —F—tF
AB=+E +=A=+-~
30 June 31 December
2018 2017
(REER) (&%)
(Unaudited) (Audited)
BETT BT
HK$°000 HK$'000
B 5 ElRIE Trade receivables
i) At the beginning of the period/year 477,858 387,838
S BEREE (FiiF2.2) Change in accounting policies (Note 2.2) (68,847) -
71 AT Y2 (] i 5 B 2 BB Amount written off as uncollectible (15,116) (9,343)
BRI EREE Impairment losses recognised 166,863 94,164
[SEAEINCREY 2] Impairment losses reversed (33,144) (27,657)
T 54, o 2 Exchange realignment (4,524) 32,856
RELFER At the end of the period/year 523,090 477,858
H {th fE TR IR Other receivables
RER 1) At the beginning of the period/year 158,990 163,588
R SR Ug (] i i 85 O 2 KA Amount written off as uncollectible (1,733) (29,341)
BRI EE R Impairment losses recognised 13,951 33,702
R AEIN RN 8 Impairment losses reversed (16,074) (21,216)
e H A% Exchange realignment (1,238) 12,257
RERFE R At the end of the period/year 153,896 158,990
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BE_ZT-/\FRA=TBILXEA

AEENERTACREEAAREBENE
BHOBERIN ERERALBERT

17.

SREE: Financial liabilities:
AT Bank borrowings
ERES Bonds payable

st Total

For the six months ended 30 June 2018

FAIR VALUE AND FAIR VALUE HIERARCHY
FOR FINANCIAL ASSETS AND FINANCIAL
LIABILITIES

Fair values

The carrying amounts and fair values of the Group’s financial
instruments, other than those with carrying amounts that
reasonably approximate to fair values, are as follows:

—E—+F+-A=+—H

—F-NFXA=tA

30 June 2018 31 December 2017
REE AREE BREE AREE
Carrying Carrying
amount  Fair value amount Fair value
BETT BT T BT T BET T
HK$000 HK$°000 HK$'000 HK$°000
2,674,221 2,674,381 1,051,052 1,138,462
2,372,200 2,447,486 2,392,600 2,953,101
5,046,421 5,121,867 3,443,652 4,091,563

ERECHE  ROTEHREAE  2ER
TR EHREMEKRIR  EMES
5 REMEMRIE - U TR T
B BHEEERRERN AL BERE
REEMRS  TEARZFTAEEHR
A AKENMBAFIEEBEEESRT
BERABEFTENBERNMER -

2018 EA R
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Management has assessed that the fair values of bank balances and
cash, pledged deposits, trade and other receivables, financial
products, trade and other payables, amounts due from/to related
parties, current interest bearing loans and borrowings approximate
to their carrying amounts largely due to the short term maturities of
these instruments. The Group’s finance department is responsible
for determining the policies and procedures for the fair value
measurement of financial instruments.
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HE-_Z—)/\F/XA=1+HIXMEH For the six months ended 30 June 2018

17. ﬁ%ﬂ%ﬁ%}g@%ﬂﬁ%ﬁ’mﬁ 17. FAIR VALUE AND FAIR VALUE HIERARCHY
N

BERALEEER@® FOR FINANCIAL ASSETS AND FINANCIAL
LIABILITIES (Continued)

NREEER Fair values hierarchy

TR EAEBEMEEN_T—/\FRX The following table provides the fair value measurement hierarchy

A=+HMAREEFZER of the Group's financial assets and as at 30 June 2018:

R HIARETHAAEBENE

Fair value measurement using
BBRME EATEE EXAFUEER

HRE BABE BABE
(F—%) (B=&) (B=8)

Quoted
pricesin  Significant  Significant
active  observable unobservable

markets inputs inputs
R=ZE—NFEARNA=1+H Asat30June2018 (Level 1) (Y= ) (Level 3)
(REER) (REER) (REER) (REER)
(Unaudited) (Unaudited) (Unaudited) (Unaudited)
BUTFR BEFR BEFR BMFR
HKS$'000 HK$'000 HKS$'000 HKS$'000
BRAREBEEN Financial assets measured
SREE: at fair value:
Hih VB S R A = Other current financial assets
— B ER — financial products - 3,275,551 - 3,275,551
R ERAR AR Unquoted equity shares - - 42,044 42,044
EREEEES Unquoted debt securities - - 408,967 408,967

BFIEEGESRER Trade receivables held both to
HENE 5 ENIE collect cash flows and to sell -

12,631,582 12,631,582

Mt Total - 3,275,551 13,082,593 16,358,144
HR EF—REE_QRIEALBEHNE There were no transfers between Level 1 and Level 2 fair value
#WE HE_ZE-/\FNA=THILAE measurements during the period, and no transfers into or out of
AMEE=MARBENEZEALED - Level 3 fair value measurements during the six months ended 30

June 2018.
MELCEUEEERAABEBRRNEER For assets and liabilities that are recognised at fair value on a
BEMmME  AEBRSREPHRENTME recurring basis, the Group determines whether transfers have
HERBEH AR EBEAEERBEANKR occurred between levels in the hierarchy by re-assessing
RBABR BEETSER2EAREEER - categorisation (based on the lowest level input that is significant to
the fair value measurement as a whole) at the end of each reporting
period.

FHBREAERAR 7 1
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18. B IR 1TEF $R1T458% 18. PLEDGED BANK DEPOSITS/BANK BALANCES

MRS AND CASH
=E-N\F —E—+F
ANA=+H +t=—A=1+—H
30 June 31 December
2018 2017
(REER) (18 &Z)
(Unaudited) (Audited)
BETR BETR
HK$'000 HK$'000
ENEENE IRHEITER Pledged bank deposits for bills payable 3,118,994 2,554,080
EREXNRFEHE DR =MA Guarantee deposits and other restricted
B E Ath 2 PR 47 R deposits with original maturity less than
three months 417,647 12,901
EREXNRFHEZN =S Guarantee deposits and other restricted
B E Ath 2 PR 47 R deposits with original maturity more than
three months 231,164 -
BRERI T AR T Total pledged bank deposits 3,767,805 2,566,981
REBHABBE=@EABRLR—FZEHT Included in the Group’s bank deposits of HK$724,000,000 (31
REFAREBZRITERE L ABE December 2017: HK$1,010,005,000) are time deposits with original
724,000,000t (ZE—+tF+=A=+— maturity more than three months but less than one year, which are
H : & #1,010,005,0007T ) * I & 9t F carrying interest at market rates ranging from 2.10% to 5.01% per
2.10% £ 5.01% BT I5FEF RS - annum.
RZZE—NFEANA=1+8 " AEEMRTT Bank deposits of the Group carry interest at market rates ranging
FHRENTEEZ501% (ZE—+tF+=A from nil to 5.01% (31 December 2017: nil to 3.60%) per annum as
=+—H : EE3.60%)NTHFFETE ° at 30 June 2018.
R-ZE—NFERNA=+H AEENHDK Pledged bank deposits of the Group represent deposits pledged to
RIRTERERERBIEE(BEENRE banks to secure banking facilities including bills payable and carry
B) mER TRITOFN - WIRNF0.30% interest at market rates ranging from 0.30% to 3.10% (31
£310%(ZE—tF+=-_A=+—8: December 2017: 0.30% to 1.75%) per annum as at 30 June 2018.

0.30% £ 1.75%) WIS FFI R 8 °

* 72 oeems
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Notes to the Condensed-Consolidated Financial Statements

HE-_Z—)/\F/XA=1+HIXMEH For the six months ended 30 June 2018

19. BANK BORROWINGS

—E-N\F —E—+tF
AA=+H +tZH=+—H
30 June 31 December
2018 2017
(REER) (@ER)
(Unaudited) (Audited)
BETT BT
HK$'000 HK$'000
Bank borrowings
Secured 756,929 548,727
Unsecured 42,175,715 31,661,061

42,932,644 32,209,788

Fixed rate borrowings 4,953,537 21,121,006
Floating rate borrowings 37,979,107 11,088,782

42,932,644 32,209,788

Total current 40,258,423 31,158,736

Total non-current 2,674,221 1,051,052

iR

R-ZE—NEXNA=1+H NEEZEHF|
KRITEFO BB FANEIS3E(ZT
—+F+-_A=+—H:299E)  MEATE
FERERNTFHFERER423E(ZFT—+
F+ZA=+—H :429[F) -

The average effective interest rate of the Group's floating rate bank
borrowings was 3.53% (31 December 2017: 2.99%) per annum,
and fixed rate borrowings was 4.23% (31 December 2017: 4.29%)
per annum as at 30 June 2018.

FHBREAERAR 7 3

China Resources Pharmaceutical Group Limited
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HE-Z—)\FA=1THI/;XMEA For the six months ended 30 June 2018

20. EES 20. BONDS PAYABLE
ERESFRBERRNEBAT The movements of the bonds payable as at the end of reporting

period are as follows:

—E—+F
~NA=+H +=-A=+—H
30 June 31 December
2018 2017
(REER) € &2
(Unaudited) (Audited)
BEF R BETFT
HK$'000 HK$’000
REFEHRREE Carrying amount as at the beginning of
the period/year 4,665,382 9,948,919
B Repayment (2,350,313) (5,770,350)
bE X A5 Exchange realignment 57,131 486,813
RH, F AR BREE Carrying amount as at the end of
the period/year 2,372,200 4,665,382
B &% Amount repayable:
—FEPA Within one year - 2,272,782
FE_FFERFE In the second to fifth years 2,372,200 2,392,600
2,372,200 4,665,382

* 2018 EIHR 5
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HE-_Z—)/\F/XA=1+HIXMEH For the six months ended 30 June 2018

21. EZ REMENFIE 21. TRADE AND OTHER PAYABLES
—E-N\F§ —E—+F
AA=+R +t=A=+-8
30 June 31 December
2018 2017
(REHR) (s #)
(Unaudited) (Audited)
BB BT
HK$'000 HK$'000
B S ENRIE Trade payables 30,476,486 30,310,063
A2 Bills payable 10,212,295 11,881,483
FBUL FRIA Receipts in advance - 1,458,105
EEr%ie Accrued salaries 980,105 1,365,439
ERFIE Interest payable 226,798 216,742
Hfth FEAH R IE Other tax payables 742,673 867,029
FL At fE A 508 * Other payables* 10,282,044 9,468,912
LU EERT B A BB FE N FRE Payable for acquisitions of subsidiaries 1,398,007 927,919

54,318,408 56,495,692

KESme T ERBNT30E360K - The average credit period on purchases of goods ranged from 30 to
EREE#ESE N T30E360KH HR - 360 days. The bills payable have maturity period ranging from 30 to
RZZE—NEXNAZ=ZT+H AEEBE 360 days. As at 30 June 2018, the Group's bills payable of
5,768,111,000 (= FE—+F+—-_A=+— HK$5,768,111,000 (31 December 2017: HK$1,920,463,000) were
B : ¥ 1,920,463,000 7T ) BB IR B A secured by the Group's bills receivable with an aggregate carrying
£ B IR 2B A5 ¥ 966,558,000 T ( =& amount of HK$966,558,000 (31 December 2017:
—+t&F+=-A=+—H : B%294,428,000 HK$294,428,000) and pledged bank deposits of HK$3,118,994,000
TC) B FE U R 4R K 5 3,118,994,000 7T (= (31 December 2017: HK$2,554,080,000) (Note 18).

T—+FE+_A=+—HB: B
2,554,080,000 7T) K E KRR TF R T HEIR

(PFzE18)
& E—FE—+tF+ - A=1+—HBEMENT & The contract liabilities amounting to HK$1,639,949,000 were
HIEEIEE #I B (B 1,639,949,0007T ° included in other payables as at 31 December 2017.

FHBREAERAR 7 5
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21.

76

For the six months ended 30 June 2018

B 5 R E M EFIE @) 21.
A B AR E B R 5 1 SR B

BT

0E30K

31 260K
61ZE 90K
91 180K
181 E 360K
HBiE 360K

0-30 days
31-60 days
61-90 days
91-180 days
181-360 days
Over 360 days

TRADE AND OTHER PAYABLES (Continued)

An aging analysis of the Group’s trade payables, based on invoice
date, is as follows:

—E-N\F —T—F
ANA=+H +t=ZA=1+—H
30 June 31 December
2018 2017
(REER) (&%)
(Unaudited) (Audited)
BETT BT
HK$'000 HK$'000
18,719,227 18,208,037
3,630,615 5,108,347
2,939,345 2,059,560
2,981,773 2,890,492
1,679,851 1,579,161
525,675 464,466
30,476,486 30,310,063

AEBERE L AHANENZBOKEKD

An aging analysis of the Group’s bills payable, based on issue date,

Har : is as follows:
—E-N\F —E—+F
~NA=+H +=-A=+—8H
30 June 31 December
2018 2017
(RIEER) (hE &%)
(Unaudited) (Audited)
BT T BT
HK$’000 HK$'000
0E 30K 0-30 days 8,418,272 9,523,518
31 260K 31-60 days 234,795 723,160
61290k 61-90 days 670,111 622,845
91 £ 180K 91-180 days 770,507 1,011,369
181 £ 360K 181-360 days 118,610 591
10,212,295 11,881,483

2018 F AR

Interim Report 2018



22.

23.

pay

BE

AR 40 5 B 1 RV R

BEARAR-B—+F+=A+ AR
B R (R BARE]) - B
13 HR B 5 235 B 5 AN M0 B N 5 18
B RELRIBFIAL - BETRR
EOFIE M—BUL - AR E BB
HBHE THREN - ETREREED
EHRRARTEFIRSALL -

I AR AR IR AR () B M AT 81 T DARR h ©
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23.

(GLEEN =y s i
Notes to the Condensed-Consolidated Financial Statements

JNENHA=+THIENEHR  For the six months ended 30 June 2018

SHARE-BASED PAYMENTS

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 optimised 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
Group and maximising the interests of the shareholders.

No share option was granted under the Share Option Scheme.

OPERATING LEASE COMMITMENTS

As lessor

As at 30 June 2018 and 31 December 2017, the Group had
contracted with lessees for the following future minimum lease
payments under non-cancellable operating leases which fall due as
follows:

—E—+tF

+—A=+—H

31 December

2017

CREF) ()

(Unaudited) (Audited)

BT T BETT

HK$'000 HK$'000

—F R Within one year 23,887 19,822
E_EZRF(BREEEMSE) In the second to fifth years inclusive 73,102 49,418
AFi& Over five years 76,952 78,808
173,941 148,048

RZZE—NFEXNA=1+H KEEENMA
HEEETERIEZ205F °

As at 30 June 2018, operating leases are negotiated for lease terms
principally ranged from 1 to 20 years.

ERREEMERAA
China Resources Pharmaceutical Group Limited
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HE-ZT—

78

3. MEHEAE @

fERERA
R-B—\FAA=+AR-T—+%F
tZA=t+—8 AREATRTMBEE
B RS - B T AR EAE N H 05
AT

NENA=+THIENIEA  For the six months ended 30 June 2018

23. OPERATING LEASE COMMITMENTS (Continued)

As lessee

As at 30 June 2018 and 31 December 2017, the Group had
commitments for future minimum lease payments under non-
cancellable operating leases which fall due as follows:

—E-N\F —E—+F

AA=+H +ZA=+—H

30 June 31 December

2018 2017

(REEER) (&%)

(Unaudited) (Audited)

BETT BETT

HK$°000 HK$'000

— %R Within one year 379,201 273,220
FE_ZhE(REEREMSF) In the second to fifth years inclusive 576,247 402,853
h & Over five years 180,765 183,902
1,136,213 859,975

R-ZE—NENA=1+H KEHENH
HEEETERIE40F -

AEENETHAE RERZTEEAT
AR EAE R - WENRSEEEA
Z10% -

2018 EA R
Interim Report 2018

As at 30 June 2018, operating leases are negotiated for lease terms
principally ranged from 1 to 40 years.

The Group leases certain of its offices, warehouses and retail shops
under non-cancellable operating lease arrangements. Leases for
properties are negotiated for terms ranging from 1 to 10 years.
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24. FAiE 24. COMMITMENTS
—E-NF —E—+F
ANA=+H +t=ZA=1+—H
30 June 31 December
2018 2017
(REER) € &2
(Unaudited) (Audited)
BEF R BT
HK$°000 HK$'000
HRUREED T 4B REHER4E ©  Contracted but not provided for
in relation to the acquisition of:

— Y% - BB R — property, plant and equipment,

EREERBNEE intangible assets and prepaid
RIE lease payments 581,486 723,339

— KB AR & AR — equity interests in subsidiaries/
R& 12 associates 393,624 1,225,340

RZBE—+F+— A ANEBEE=FHFT
U KUEHREEXREESER
TE(BREE) [E2)]) - BtiHE -
SEFGEMES )T E B 362,057,000 7T ©
R-ZZE—N\EXNA=+TH XEEHKT
Ao A% 313,174,000 7T °

RZZE—RFRA AEBEHRE=FKIL
RHEERRERBROERAA([RBE]) -
Bitthaz  AEEARFEERBETESE
35,452,0007C ° R-E—NFEAA=1+H -
REEEARTESERE17,726,0007T ©

In November 2017, the Group entered into an agreement with third
parties to establish China Resources Pharmaceutical Industrial
Investment Fund LLP (the “Fund”). According to the agreement,
the Group committed to contribute HK$362,057,000 to the Fund.
As at 30 June 2018, HK$313,174,000 has not been contributed by
the Group.

In May 2015, the Group entered into an agreement with third
parties to establish Dong Run Tang Health Biotechnology Co. Ltd.
("Dong Run Tang”). According to the agreement, the Group
committed to contribute HK$35,452,000 to Dong Run Tang. As at
30 June 2018, HK$17,726,000 has not been contributed by the
Group.

FHBREAERAR 79

China Resources Pharmaceutical Group Limited

=



HE

e M ERR M

Notes to the Condensed Consolidated Financial Statements

25.

80

—E-N\FARA=THIEARER

HEZ

BARE D K
(a) BABLRS

For the six months ended 30 June 2018

25. RELATED PARTY DISCLOSURES

(a) Related party transactions

AR 74 B2 H b B AT 8 B RS M R B The following material transactions were carried out with
FETHEARS : related parties other than other government-related entities:
BEAA=1+THLEXEAR
Six months
ended 30 June
—E-N\F§ —E—+F
2018 2017
(REER) (REEHERZ)
(Unaudited) (Unaudited)
BETR BT
HK$'000 HK$'000
HERE Sales
SNy =N Fellow subsidiaries 18,316 87,358
EEI =N AN Associates of a fellow subsidiary 404,948 307,876
423,264 395,234
BERE Purchases
BEINIEPNG Fellow subsidiaries 298 19,785
i /N Associates 2,111 5,543
FEE AR AR R Non-controlling shareholders - 36,668
2,409 61,996
ENEEE Management fee paid
A= NE Associates 1,229 =
EEINENG Fellow subsidiaries - 2,809
1,229 2,809
EREEE Management fee received
FEFE AR R Non-controlling shareholders - 5,870
- 5,870
REHERIE Operating lease payments
/NG| Associates 8,034 -
BEINIEPNG Fellow subsidiaries 13,570 15,521
21,604 15,521
2018 EA R
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HE-_Z—)/\F/XA=1+HIXMEH For the six months ended 30 June 2018

25. BB L INE ®) 25. RELATED PARTY DISCLOSURES (Continued)
(a) BEEELR5 (&) (a) Related party transactions (Continued)

BEAA=+THLEREAR

Six months
ended 30 June
—E-N\EF —E—+F
2018 2017
(REER) (REEHERZ)
(Unaudited) (Unaudited)
BT BET
HK$'000 HK$'000
R Service fee
RRKTB AR Fellow subsidiaries 8,557 8,335
JEFEE AR P ER Non-controlling shareholders 137,900 -
146,457 8,335
FEWA Interest income
FEIE AR AR ER Non-controlling shareholders - 3,622
FA/NE] Associates 5,982 =
5,982 3,622
FEMX Interest expenses
AR A R Intermediate holding company - 6,336
il Associates 7,078 =
7,078 6,336
ZERZ G RN —REBBIZH AL These transactions were carried out on terms agreed with the
F 7715 E BV IETHETT © counterparties in the ordinary course of business.

FHBREAERAR 8 1
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HE-Z—)\FA=1THI/;XMEA For the six months ended 30 June 2018

25. BRI E ()

(b) FAEET #EER
A A 2 BB SO R 7 A 4

25. RELATED PARTY DISCLOSURES (Continued)

(b) Balances with related parties
Balances with related parties other than other government-
related entities:

—EB-N\EF —F—tF
~NA=+H +t=-—A=+—H
30 June 31 December
2018 2017
(REER) (R %)
(Unaudited) (Audited)
BEFR BETF
HK$'000 HK$'000

EWUTE&AFNESEWRMKE  Trade receivables due from
EES=PNG Fellow subsidiaries 12,489 81,109
il Associates 2,396 76
EESIEPNGIESL NG| Associates of fellow subsidiaries 382,616 =
397,501 81,185

EWUT&ENEMEWSRIE  Other receivables due from
BEINENG Fellow subsidiaries 18,690 5,981
R HERR A &) Immediate holding company 17,967 17,967
EE /NG| Associates 1,368,125 3,839
FEIERR AR R Non-controlling shareholders 104,611 125
1,509,393 27,912

N & A HNRIE : Prepayment to

EEINENG Fellow subsidiaries 213 6,259
/N Associates 350 8
563 6,267

BT —SRk—HEEBEQRABE
1,364,015,000 ' #ZH B A RRITA
M —FHSREEARBEREE
FR ¥ 5% 85 10% 58 K H fh fE IR
FKIBIN - ZE TR EUIE B IR
HHEERES - BIERR =T —N\F
ANA=Zt+BERZZE—+tF+=A
=+ — BR B T sRIE T IR
& - BAE 5 K E M e U EIETE IR
—FRUE o

Except for the other receivables due from an associate of
HK$1,364,015,000, which bore interest at the benchmark
one year lending rate of the People’s Bank of China plus 5%
or 10%, the remaining receivables are unsecured and interest-
free. No provisions are made against the receivables from
related parties as at 30 June 2018 and 31 December 2017.
The trade and other receivables are expected to be received
within one year.

2018 EA R
Interim Report 2018
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HE-_Z—)/\F/XA=1+HIXMEH For the six months ended 30 June 2018

25. BB T K ER () 25. RELATED PARTY DISCLOSURES (Continued)
(b) EAEER &8k (E) (b) Balances with related parties (Continued)

—E—+F
+=-A=1+—8
31 December
2017
(REER) (fe&%)
(Unaudited) (Audited)
BETT BET T
HK$'000 HK$'000

ENAUTEANESENKIE  Trade payables to
BEINIENG Fellow subsidiaries 3,160 1,146
B & A Associates 5,461 7,340
FEFERRAR R Non-controlling shareholders - 17,201
8,621 25,687

BAUTREFHEMENTKIE  Other payables to
FEE AR AR B Non-controlling shareholders 1,430,951 -
AR A R Intermediate holding company 94,900 -
CE =N Fellow subsidiaries 1,686 157,927
1,527,537 157,927

UL B B A B 2 B RE Payable for acquisition of an associate
S =PANE A fellow subsidiary - 1,063,985
- 1,063,985
RERNTIEAEEAREE - 5 The payables are unsecured and interest-free. They are
FIATEEIR —FAEER - expected to be repaid within one year.
(c) FEEEBELEAE () Commitments with related parties

—E-N\F el e
ANA=tH t-HA=1+—8H
30 June 31 December
2018 2017
(REER) (f&Z)
(Unaudited) (Audited)
BETT BETT
HK$'000 HK$'000
—FRA Within one year 13,852 10,376
E-FEERF(BEEEME)  Inthe second to fifth years inclusive 13,021 6,104
26,873 16,480

FHBREAERAR 83 */
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25.

26.

27.

84

BB H I (@)

(d) EZEEEHMH

o R R
R ET ISR

25.

For the six months ended 30 June 2018

RELATED PARTY DISCLOSURES (Continued)

(d) Key management compensation

BZEASA=1+HILAEA
For the six months
ended 30 June

—E-N\F§ —E—+F

2018 2017

(REER) (REEFIZ)

(Unaudited) (Unaudited)

BT T BT IT

HK$"000 HK$'000

Salaries, allowances and bonuses 4,086 3,514
Retirement benefit schemes contributions 217 170
4,303 3,684

AN - AEREE R B X BEREE
TIRIT RS EWE (RRTREBER)
RINZIAR S BREER - BRRE
—RIRITEE - ERZFRITRS
MEE - ARBREERAIEL BRI
BUESE -

HEHPREE

REEMR T N\FN\A=ZBOHRESE
EippE - AAREMBEEXRBEIEITH
HE(EE)BREFERAS1%HIA L#E
2o RARERH  XHHARTEK °

RZZE—NFENA AREIZE2EWBA
RIEHEBREERKAR AR ([ EHER])
SMAE—PWEARREGR QA ([HH
BB AIS6%ER REAARK
129,969,000 7T ( #8 & 7 & # 159,984,000
L) c RAHRERH  XHETKEAEE
PR RS BRE S H4S%EE
85.65% °

ERRESRS M ERE

BHREEMBERRN_-_F—-NFNA
TR EEE e RIRETIE -

2018 EA R
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26.

27.

In addition, the Group has entered into various transactions,
including deposits placement, borrowings and other general
banking facilities, with certain banks and financial institutions
which are government-related entities in its ordinary course of
business. In view of the natures of those banking transactions,
the directors of the Company are of the opinion that separate
disclosure would not be meaningful.

EVENTS AFTER THE REPORTING PERIOD

Pursuant to an equity transfer agreement dated 3 August 2018, the
Company announced to acquire or subscribe 51% or above equity
interests of Jiangxi Jiangzhong Pharmaceutical (Group) Co., Ltd. As
at the date of this report, the transaction has not been completed.

In August 2018, China Resources Double-Crane Pharmaceutical
Company Limited (“CR Double-Crane”), a wholly-owned
subsidiary of the Company, announced the further acquisition of
40.56% equity interests in Xiangzhong Pharmaceutical Co.,Ltd.
("Xiangzhong Pharmaceutical”) at a consideration of
RMB129,969,000 (equivalent to HK$159,984,000). As at the date
of this report, the transaction has been completed and the Group’s
effective equity interest in Xiangzhong Pharmaceutical increased
from 45% to 85.65%.

APPROVAL OF THE CONDENSED
CONSOLIDATED FINANCIAL STATEMENTS

The condensed consolidated financial statements were approved
and authorised for issue by the board of directors on 24 August
2018.
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