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Dear Shareholders,

On behalf of the board (the “Board”) of directors (the
“‘Directors”) of Consun Pharmaceutical Group Limited (the
“Company”), | am pleased to present the audited consolidated
results of the Company and its subsidiaries (collectively
referred as the “Group” or “Consun Pharmaceutical’) for the
year ended 31 December 2019.

. INDUSTRIAL AND BUSINESS

In 2019, amidst the ever-changing global situations,
notably tensions between China and the United States
and complicated and changing external environment,
coupled with increasingly stringent medical insurance
cost control in China, the pharmaceutical industry
has undergone substantial changes in development
trend and competition landscape. For pharmaceutical
industry, 2019 is a year of both challenges and
opportunities. Challenges were emerged from,
among others, the government’s continuous efforts in
standardization and consolidation of pharmaceutical
industry such as further deepening and expansion
of centralized drug procurement program, the
implementation of “No Chinese medicine prescription
by Western medicine practitioners (78%&4~a] fgrh%£)”
policy and the promulgation and implementation of
the Pharmaceutical Administration Law (€5 %&EI83%))
(new version). Opportunities were originated from the
publication of the National Medical Insurance Drug
Catalogue (BEIZXRERH %)) (new version). A total of 70
products of Consun Pharmaceutical have been admitted
to the Catalogue, including a number of major products
such as Uremic Clearance Granule (JR&E/&E ), Kidney
Repair and Edema Alleviation Granules (5 &1b/2FEH),
Gadopentetic Acid Dimeglumine Salt Injection (L' %
BZSESTR), Iron-dextrin Oral Solution (A EMEETE O ARR)
and Cetirizine Hydrochloride Oral Solution (& 75% F|
B O /A& ), which has laid a solid foundation for further
business development.
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In 2019, the Group recorded a revenue of
approximately RMB1.73 billion, representing a decrease
of approximately 6.3% over the same period last
year. The Company recorded a profit attributable to
its equity shareholders of approximately RMB79.82
million, representing a decrease of approximately
82.8% over the same period last year. If excluding
the impairment of non-cash goodwill and intangible
assets of approximately RMB326 million (the portion
attributable to equity shareholders of the Company:
RMB324 million), the adjusted profit attributable to
equity shareholders of the Company would decrease by
approximately 13.2% as compared with the year ended
31 December 2018.

In terms of business segments, sales revenue of Consun
Pharmaceutical Segment amounted to approximately
RMB1.4 billion, representing a year-on-year increase
of approximately 15.1%, maintaining a steady growth
momentum with Hebei becoming the third province with
revenue reaching RMB100 million.

In particular, the sales revenue of the kidney product
series in 2019 amounted to approximately RMB1.06
billion, representing a year-on-year increase of
approximately 14.4%. Uremic Clearance Granule, the
Group’s flagship product admitted to Class A of the
National Medical Insurance Drug Catalogue (BZRE
RE %)) (new version), has been improving steadily
with market coverage and market share on a growing
trend in general, indicating that the Group’s strategies
and tactics for the kidney product series align with the
needs under the current competition landscape.
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In order to further promote Uremic Clearance Granule,
our “major traditional Chinese medicine product”, the
Group has been pushing forward the works in aspects
such as product planning, academic studies, promotion
and marketing capacity enhancement in an orderly
manner.

The sales revenue of the imaging product series in
2019 amounted to approximately RMB140 million,
representing a year-on-year increase of approximately
9.2%, maintaining Consun Pharmaceutical’'s market
position in the field of contrast medium for magnetic
resonance imaging. Even more encouragingly, the
Group has sped up the planning for the imaging
product series in 2019, among which, lopamidol
Injection was granted the drug registration approval and
is expected to promptly become a new driver for the
Group’s profit growth. Currently, the Group is making
an all-out effort to expedite the launch of lopamidol
Injection in the market.

The maternal and children product series, despite the
fact that currently only accounted for a relatively small
proportion of the total sales volumes, continued to
contribute to the rapid development of the Group and is
expected to promptly become our key products, thereby
making more contributions to the Group as a whole.

In 2019, the coordinated production line for washing,
drying, filling and pressing at the oral solution workshop
in Inner Mongolia Base was officially put into operation
and increased our production capacity by 57%, which
will be able to meet the increasing market demand
for Iron-dextrin Oral Solution, Erythromycin Estolate
Suspension and Cetirizine Hydrochloride Oral Solution
in the next two years. An automatic production line was
introduced in the Guangzhou Base and our production
capacity has expanded from the original 200 tonnes per
year to 600 tonnes per year.
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The operation of Yulin Pharmaceutical Segment,
however, showed a mixed performance with certain
business difficulties, while the industrial relocation from
city to industrial park advanced in an orderly manner.

Yulin Pharmaceutical recorded a sales revenue of
approximately RMB324 million in 2019, representing
a year-on-year decrease of approximately 48.1%.
Nevertheless, the segment realised further
concentration of effective sales and Guangdong has
become the first province with revenue reaching
RMB100 million under the Yulin Pharmaceutical
Segment. After three consecutive years of rapid growth
in 2016, 2017 and 2018, Yulin Pharmaceutical Segment
encountered changes and intensified competition in the
over-the-counter drug market and in order to adapt to
these changes, the Group carried out comprehensive
reform and rectification for the marketing sector by
standardizing the price systems, and organizing and
optimizing the marketing channels. Such measures
ranged from the rebuilding of overall top-level design
to reshaping of structures, from personnel adjustment
to market adjustment, and from product classification
adjustment to system and procedure optimization.
Through these rectifications and adjustments, market
order in terms of channel, terminal and price level has
been gradually restored, and the initial effect of the
market adjustment has been seen in 2020.

In May 2019, the Company announced that Yulin
Pharmaceutical and Guangxi Yulin Yunxiang Real Estate
Co., Limited (“Yunxiang Real Estate”) entered into a
series of the cooperative development agreements
with Guangxi Huafa Real Estate Development Co., Ltd.
(“Guangxi Huafa”) and Yulin City Shunlang Real Estate
Investment Co., Ltd. (“Yulin Shunlang”) which enabled
the cooperative development of the old plant site to
enter the stage of actual operation. As at the date of
this report,various works such as planning proposal and
land transfer are well underway. For further information,
please refer to note 11 to the financial statements
herein, the Company’s announcement dated 31 May
2019, supplemental announcement dated 12 July 2019
and circular dated 23 October 2019.

CONSUN PHARMACEUTICAL GROUP LIMITED EEXNZESEFRAF]

MEMBES BN EERBRFEGHH
- EBIHENEREE  RMAEER
AR -

EMBER2019FHEWANBARKE
3218 REAFRL THEA48.1% « &
Bl BRGHEE—TER - EMRE
EBRHETB1EETER - EXR - £LK
B20164F ~ 20174 ~ 2018 FEE=F W
mRIERE - EMBREES FAE2019F B E]
SER A EMBRIBRESCRBEFME -
REEZEZEHEHETHETT 2HEK
FEE - BIEERER  MEERLEHEE
B eEREERNBEENERES
MABRARIMGHAE  KESEHEAR
FFIEREEL KBBRBBMAE X
B BRmAERKFEFZIRE - 20205 H
35 AR BRK L o

20195 3 « AR RIAE T EMELLE K E
AEMEREXZERAR(IEETEX]D)
HEREREMEREEBARAR ([E
FAELE ) REMTIEREXZRERRA
A (TEMIBR ) £RETZ T —RINCEE
REmZE) FEBRRESERZEAER
BRIERE - BEAREAH - FRAE
T REERIBTEERGHEE - #E—2F
FBBE2HRHBRERWEI - AR
AIHHA2019F5 A31B 2 A% « AH
R2019F7A12B zM R A ERBER
2019410 A23 H 2K o



On the other hand, the construction of new plant for
the purpose of Yulin Pharmaceutical’s relocation to the
industrial park has been making satisfactory progress
in general. The installation of drainage, electric and fire
resistance appliances for the exterior and interior of
buildings designated for production, storage and quality
inspection have been completed. All civil and fire
resistance engineering are expected to be completed
in the first half of 2020 with an aim to be officially put
into operation as soon as possible. Meanwhile, the
optimization of production, marketing and terminals has
been carried out simultaneously.

R&D AND INNOVATION - ADJUSTING THE
DEVELOPMENT PLAN FOR THE NEXT TEN
YEARS BY ADHERING TO THE “1+6” PRODUCT
STRUCTURE WITH AN AIM TO RECRUIT
TALENTS, STRENGTHEN ITS TEAM AND
SHARPEN ITS BUSINESS FOCUS.

Following the conference of launching the new
lopamidol Injection product, namely “KangleXian (5
£458)" held in Beijing on 15 November 2019, Consun
Pharmaceutical officially entered into the field of CT
contrast medium, which marked a major breakthrough
of the Group’s R&D strengths. Subsequently, the Group
will still devote greater efforts in recruiting talents
and strengthening its team by engaging outstanding
academic leaders, at the same time further adjusting
and clarifying its innovative strategic ideas, thereby
enhancing its innovation and management capability in
terms of research and development.
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The Group will continue to adjust and optimize
its R&D strategies actively and fully utilize 38
patents and various R&D platforms, such as two
“Academician Expert Workstations (BTt xRI{Eiuk)”,
one “Postdoctoral Scientific Research Workstation
(BE&B T{EW)", two provincial “Engineering
Technical Research Centers (TLREEMAHITAH L),
three provincial “Enterprise Technical R&D Centers
(R ERMAAEEH L) and “Consun Chinese Medicine
Research Center for Renal Diseases (BERE B& - Z&A
R jointly established with Hong Kong Baptist
University. Furthermore, the Group has adhered to the
development pathway of “To excel oneself by following
at the beginning with equal emphasis on imitation and
innovation (JiRBERREE @ HFREEIFIE)", aiming
to achieve breakthroughs in three sectors of Chinese
medicine, chemical medicine and biological medicine.
The ultrasound micro-bubble contrast medium, namely
“Huashengxian (ZE# %) will commence clinical trial
upon the completion of trial production. Regarding
the Chinese medicine sector, the Group will carry out
the secondary development on the basis of quality
products under famous brands while developing new
medicine. For the chemical medicine sector, instead
of sole imitation, the Group will pursue the integration
of imitation and innovation, with a goal to achieve
proprietary innovation ultimately. In respect of biological
medicine sector, the Group will insist on proprietary
innovation. As at the date of this report, the Group has
11 established projects under research.
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LEVERAGING THE CONTINUOUS EFFORTS
OF ITS OPERATION TEAM, THE GROUP IS
CAPABLE TO CREATE HIGH RETURN FOR ITS
INVESTORS AND BUILD UP MOMENTUM FOR
FUTURE GROWTH.

Affected by the international political situation and
economic environment, the net profit of the Group in
2019 is lower than that of the previous years with a
disappointing performance of the Company’s share
price in the Hong Kong capital market. Nevertheless,
the Group has still maintained a sound financial
condition with healthy cash flows, which enabled the
management to insist on offering high dividend return
to investors. In order to recognize the full support of all
shareholders, the Board of the Company proposed to
distribute a final dividend of HKDO.1 per share for the
year end 31 December 2019, amounting to a dividend
of HKDO.2 per share for the year.

In addition, according to the announcement published
by the Company in September 2019, the Company
planned to repurchase up to 45,000,000 shares before
the next annual general meeting. As of 31 December
2019, the Company has repurchased 404,000 shares.
From 1 January 2020 and up to now, the Company has
repurchased 17,782,000 shares. Hence, the Company
has repurchased an aggregate of 18,187,000 shares in
total, accounting for approximately 2.10% of the issued
shares of the Company as at the date of this report.
Looking forward, the Company will continue to enhance
the net asset value per share of the Shareholders by
way of repurchase of shares on a continuous basis.
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THE GROUP RECEIVED NUMEROUS AWARDS
AND MS. LI QIAN, ITS VICE CHAIRLADY AND
CHIEF EXECUTIVE OFFICER, WAS HONOURED
AS ONE OF THE “2019 CHINA ECONOMIC TOP
10 COMMERCIAL MULAN (FBEI&E+ KEEAK
)"

Ms. LI Qian, the vice chairlady and chief executive
officer of the Group, was honoured as one of the
“China Economic Top 10 Commercial Mulan (7 BJ#4%
ETAREEAR) in the “2019 China Economic Person
of the Year (REKLEFE AN,
few entrepreneurs honoured with this award in the

who is one of the

pharmaceutical and healthcare industry. Prior to that,
Ms. LI Qian was accredited as “Top 10 New Talent in
China Pharmaceutical Industry (4 B8 %173 10 T8
A#1)”, “Outstanding Person in Cultural Establishment
of Chinese Private Enterprises (TERZME (b
REHEEIAY)” and “Socially Responsible Pioneer
Entrepreneur (ft B F 821 K)” successively.

In 2019, riding on its growth momentum, Consun
Pharmaceutical continued to develop steadily and
received numerous awards. In particular, the Group
was awarded “2018 Top 100 Pharmaceutical Industrial
Enterprises of China (2018F /S BIEE T X HEPHE)
in June, ranked 30th on the “TOP 100 China’s Chinese
Medicine Enterprises List (FF B 22 TOP1008E1715)”
in July and recognised as the “Excellent Enterprise for
Cultural Establishment of Chinese Private Enterprises
(PEREENERESEN)”
Pharmaceutical and Yulin Pharmaceutical were listed

in August. Consun

on“2018 China’s Top 100 Pharmaceutical Enterprises
(2018FEHRERKEEEARMBEEZ)" in September. In
addition, the Group was awarded the title of “The 70th
Anniversary of the Founding of the PRC -Benchmarking
Enterprise in Pharmaceutical Industry (FTAFEIIZ70
[REBE i E AT %) in October and “2019 Social
Responsibility and Charity Practice Award (2019 €t
ZETARERLE)" in November.
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In 2019, Uremic Clearance Granule (JRZE/5%#I) was
included in the “List of Healthy China’'s Brands ({25
FRER- @kE#S)" for the fourth consecutive year, while the
Shiduging Capsule (&% /5B%) was included in the
retail terminal list of “List of China's Pharmaceutical
Brands (2% 2 qa & 1%)” for the first time.

In 2019, Consun Pharmaceutical was successively
awarded “Most Valuable Pharmaceutical and Medical
Stock Company (REBEBEREZERKRAR)" in
Golden Hong Kong Stocks Awards and “Most Valuable
Investment Award (HEKEEERE)” and “The Best
Corporate Governance Award (REDEEALE) at the
China Financial Market Awards.

MATERIAL FINANCIAL TREATMENT

In light of the fact that the sales revenue of the Yulin
Pharmaceutical Segment in FY2019 decreased by
approximately 48% as compared with FY2018 and
taking into account the projection of future cash flows
of the Yulin Pharmaceutical Segment, the Group has
recognised full impairment in respect of the goodwill
(with book value of approximately RMB320 million)
related to the Yulin Pharmaceutical Segment in its
consolidated financial statements for FY2019. It should
be noted that the impairment of goodwill is a non-cash
item and will not cause any impact on the Group's cash
flows from operating activities.
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FUTURE DEVELOPMENT

Despite the increasing uncertainties in the general
economic environment due to the COVID-19 pandemic
at the beginning of 2020, the Group will continue to
adhere to its approach of “based on specialties and
complemented by generics” and adjust its operational
strategies flexibly, striving to develop its “1+6”
product structure. The Group will continue to push
forward the vertical development of nephrology and
imaging businesses, at the same time accelerating the
expansion of gynaecology and paediatrics, orthopedics,
dermatology, hepatobiliary and gastroenterology
businesses, so as to develop a top class Chinese
medicine enterprise with multiple leading specialities
and full range of treatment capability.

In 2020, the Group will gather scientific research
projects from medical researchers specialising in kidney
disease-related field worldwide. After preliminary review
and secondary review, the Group is currently planning
to provide subsidies for 24 appropriate projects in
order to encourage medical researchers to carry out
clinical trial and fundamental research in relation to
Kidney Repair and Edema Alleviation Granules in an
innovative manner and analyse the therapeutic effect
and mechanism of action on kidney repair and edema
alleviation, hence promoting the development of
scientific research of kidney disease and the progress
of chronic kidney disease prevention.

The Group will also commence the clinical research
project of treating anaphylactic purpura nephritis in
children and diabetic kidney disease with kidney repair
and edema alleviation treatment.
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Chairman’s Statement

ERE®E

On the other hand, the Group is estimated that the trial S—HH - AEBEFEFR2020F R -« [ #
production of “Huashengxian (¥%#8)", an ultrasound B BEMBELBIEENAEE I
micro-bubble contrast medium, will be completed in H%Eﬁéiﬁﬁﬁéﬁﬁﬁﬁﬂ?% o T B2 AR B B} 2 fp
2020 and will apply for the commencement of clinical RIS HE BT Fe P B SRR LAY [ R
study. With the confirmation of the project of “Joint /@Ey BtEEcERE | BB E®WRE
Laboratory of Ultrasound Micro-Bubble Diagnosis and - Hﬂ%ﬁﬁ(\\ﬁﬁﬁﬁn EE R EE B A
Treatment Integration” jointly established with Shenzhen ek o

Institutes of Advanced Technology, Chinese Academy
of Sciences, the Group will be committed to develop
the world’s leading new medicine with the drug-eluting
micro-bubble technology.

Moreover, as a result of the outbreak of COVID-19 ER2020F B EMF A TARRSH AR
pandemic at the beginning of 2020, there has 15 BglE2EE2REE#HNIES -
been rising awareness of self-protection of citizens %@‘ﬁ?%ﬁ@ﬁ%ﬁ’]éﬁ CERERNEY
nationwide and strong emphasis has been placed on B ARERABRECENETIRR 5
the protection through pharmaceutical products on the Hh - I%lﬁtu\ﬁ%kﬂjﬂﬂﬁj & B2 B4R A
national level, which is beneficial to the development ?*@EF' = BIRRTE  MARRRBEEE
of pharmaceutical companies and thus conducive REEMEENER  EBMFRERRD
to the improvement of the operation environment of ? CEERE - RERER EEE
pharmaceutical companies as a whole. Furthermore, LEm HARKPEBETS  PEESE
the government particularly highlighted the great REF B UH ©

emphasis placed on Chinese medicine and proposed
to battle against the epidemic through the development
of Chinese medicine. Although the Company does not
have any products for direct treatment of COVID-19,
we offered products such as Zhenhuang Capsule (¥
=B %), Yingiao Detoxification Tablets ($RJEfRSS)
and Yunxiang Jing (£&#5) for treatment of respiratory
diseases, hence we maintained an optimistic outlook
for both the Chinese medicine market and Chinese
medicine companies in the future.

We are fully confident about the future! EERK - KPFmmED !
AN Yubao ZHE
Chairman *E
Hong Kong, 23 March 2020 E 20203 A23H
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Financial Highlights
g

Year ended 31 December
BE12A31HLELEE

2019 2018 Change
20194 20184 =t
RMB’ 000 RMB’ 000 (%)
Results ES ARET AREFIT (%)
Revenue WA 1,728,256 1,843,973 (6.3%)
Profit before taxation A5 A A 133,663 616,699 (78.3%)
Profit for the year AR )R R AR R R
attributable to equity F Nim Al
shareholders of the Company 79,820 465,353 (82.8%)
Earnings per share Bhix&F
(expressed in RMB Yuan) (AARETTHIR)
- Basic — EK 0.0940 0.5444 (82.7%)
— Diluted — g 0.0934 0.5300 (82.4%)
As at 31 December
M12A31H
2019 2018 Change
2019% 20184 2t
RMB’ 000 RMB’ 000 (%)
Financial Position B HEAR R ARET T ARETIT (%)
Total assets BEE 3,708,086 3,897,038 (4.8%)
Total equity attributable RN B AR R
to equity shareholders of JEIL AR EE
the Company 1,994,084 2,157,219 (7.6%)
Net assets per share BRFEE
(expressed in RMB Yuan (ABRARETIITR)
per share) (Note) (H1aE) 2.30 2.46 (6.5%)
Net debt (interest bearing FEIE
liabilities less cash and GtEaEREE K Net cash Net cash NA
cash equivalents) to equity ratio  IR&ZEY) R R FRE FIR TiE A

Note: Net assets per share is calculated based on the total equity

attributable to equity shareholders of the Company divided by

the number of ordinary shares.
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Management Discussion and Analysis

FINANCIAL REVIEW

Revenue

For the year of 2019, the Group’s revenue was RMB1,728,256,000,
representing a decrease of approximately 6.3% as compared
with RMB1,843,973,000 for 2018. Categorized by product
lines, sales of kidney medicines recorded an increase of
approximately 14.4% as compared with last year, among
which, Uremic Clearance Granules (“UCG”) remained
the Group’s key product, maintained its leading position
in oral modern Chinese medicines for kidney diseases;
sales of medical contrast medium recorded an increase of
approximately 9.2% as compared with last year, maintained
a leading position in the domestic medical contrast
medium market for magnetic resonance imaging; sales of
orthopaedics medicines recorded a decrease of approximately
53.6%;

decrease of approximately 55.7%;

sales of dermatologic medicines recorded a
sales of hepatobiliary
medicines recorded a decrease of approximately 71.3%;
sales of the Group’s gynaecology and paediatrics drugs
recorded an increase of approximately 30.4%; and sales
of other pharmaceutical products recorded an increase of
approximately 48.6%. The decrease in overall sales revenue
was mainly due to the decrease in sales revenue of Yulin

Pharmaceutical Segment.

Gross Profit and Gross Profit Margin

For the year of 2019,
RMB1,261,405,000, representing a decrease of approximately
8.9% as compared with RMB1,384,426,000 for 2018. The
decrease in gross profit was mainly attributable to the

the Group's gross profit was

decrease in sales. For the year of 2019, the Group’s average
gross profit margin was approximately 73.0%, representing a
decrease of 2.1% as compared with the 75.1% for last year,
which was mainly attributable to increases in raw material
prices, decrease in sales of Yulin Pharmaceutical Segment
and changes in product composition.

BEENWNE DM

ot %5 12 R
L ON

REBR2019F LA/ AKE1,728,256,000
7T E2018F M AR 1,843,973,000 T L
WAL #6.3% - IREMAIN S - BRRIER
HEREFHRBEEN14.4%  HPRSEE
H([REF] DARAEENERER - #F
EBM A RIBIR AR K EERE LA - BRKEE
LB E R EFIR R 499.2% - BB ALK
RGBTSR 0 515 R0 EDESH
1 4953.6% : FE RV EMIEERDHS5.7%
FFIERNERBEERDL71.3%  F572RZ5ER
HELRA30.4%  REMEBEYERBEERD

48.6% ° BEMHEWANTREZRHNK EME
B IR SE S UL A T ERFTER ©
EFNEERR

20194 - REBKEF R ARY1,261,405,000
T v 812018 AI AR ¥E1,384,426,000 7T HHLL R

D#8.9% - EFMBOETERHNEERMD - 1
2019%F » REBEB FHIENEL F73.0% - B
FMT75 1%L - HP2.1%  TERHRAARR

MEHER Eik - TMBESFHERE TR RE
mnAETE R P ER o
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Management Discussion and Analysis
EEENWR DN

Other Losses

For the year of 2019, the Group’s other losses were
RMB1,526,000, which mainly included government grants,
interest income and net exchange loss. Compared with the
other losses of RMB2,194,000 for 2018, the decrease was
mainly attributable to the increase in government grants and
interest income.

Distribution Costs

For the year of 2019, the Group’s distribution costs was
RMB539,204,000, representing a decrease of approximately
4.0% as compared with RMB561,537,000 for 2018. The
decrease in distribution costs was mainly attributable to
decrease in sales revenue.

Administrative Expenses

For the year of 2019, the Group’s administrative expenses
were RMB231,833,000, representing an increase of
approximately 31.3% as compared with RMB176,527,000 for
2018. The increase in administrative expenses was mainly
attributable to the impairment losses of trade receivables and
the share-based payment cost recognised for the fair value of
share options granted to management staff during the year.

Impairment loss on goodwill and intangible assets

In 2019, the Group has recognised full impairment loss in
respect of the goodwill (with book value of approximately
RMB321 million) and partial impairment loss of approximately
RMB5 million in respect of trademark under intangible assets
related to the Yulin Pharmaceutical Segment as a result of
the decrease in sales revenue of the Yulin Pharmaceutical
Segment in 2019. For further details, please refer to the
section headed “Impairment loss on goodwill and intangible
assets” in the Report of Directors herein.

Finance Costs

For the year of 2019, finance costs were RMB29,043,000,
representing an increase of approximately 5.7% as compared
with RMB27,469,000 for 2018, which was mainly attributable to
increases in borrowing interest rates during the year.
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Management Discussion and Analysis

Income Tax

For the year of 2019, the Group’s income tax expense was
RMB70,541,000, representing a decrease of approximately
40.8% as compared with RMB119,208,000 for 2018. The
effective tax rate (income tax expense divided by profit
before taxation) increased by approximately 33.5% from
19.3% for 2018 to 52.8% for 2019. After adjusting the effect
from goodwill impairment, the effective tax rate is 15.5%. The
decrease was mainly due to the decrease in provision for
withholding tax as a result of the Group’s entitlement to 5%
dividend withholding tax preferential policy during the year.

Annual Profit Attributable to Equity Shareholders of the
Company and Earnings Per Share

For the year of 2019, the Group’s annual profit was
RMB79,820,000, representing a decrease of approximately
82.8% as compared with RMB465,353,000 for 2018. The basic
earnings per share decreased by approximately 82.7% from
RMBO0.5444 for 2018 to RMB0.0940 for 2019, and the diluted
earnings per share decreased by approximately 82.4% from
RMB0.5300 for 2018 to RMB0.0934 for 2019.

LIQUIDITY AND FINANCIAL RESOURCES
Trade Debtors and Bills Receivable

As at 31 December 2019, the balance of trade debtors
and bills receivable was RMB763,806,000, representing a
decrease of approximately 11.6% as compared with the
balance of RMB863,992,000 as at 31 December 2018.
Trade receivables turnover days for 2019 were 171.9 days,
decreased by 9.6 days from 181.5 days for 2018.

Inventories

As at 31 December 2019, the balance of inventories was
RMB210,684,000, representing an increase of approximately
0.2% as compared with the balance of RMB210,310,000 as
at 31 December 2018. Inventory turnover days for 2019 were
165.0 days, increased by 2.0 days from 163.0 days for 2018.

BEER R DT
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Management Discussion and Analysis
EEENWR DN

Trade Payables

As at 31 December 2019, the balance of trade payables was
RMB55,520,000, representing a decrease of approximately
40.1% as compared with the balance of RMB92,755,000 as
of 31 December 2018. Trade payables turnover days for 2019
were 58.0 days, decreased by 6.1 days from 64.1 days for
2018, which was mainly due to the acceleration in processing
trade payable.

Cash Flows

For the year of 2019, the Group's net cash generated from
operating activities was RMB383,315,000, representing
a decrease of approximately 49.2% as compared with
RMB754,210,000 for 2018, which was mainly attributable to
the Group’s grant of longer credit period to certain strategic
customers with good credit standing based on the market
situation, the acceleration in processing trade payable and
the payment of dividend withholding tax during the year.
For the year of 2019, the Group’s net cash used in investing
activities was RMB110,132,000, representing a decrease of
approximately 39.1% as compared with RMB180,804,000
for 2018, which was mainly due to the slight decrease in
expenditure for acquisition of plant and equipment and the
slight increase in interest income. For the year of 2019,
the Group's net cash used in financing activities was
RMB156,662,000, representing a decrease of approximately
46.4% as compared with the net cash used in financing
activities of RMB292,425,000 for 2018, which was mainly due
to the increase in bank loans during the year.

Cash and Bank Balances and Borrowings

As at 31 December 2019, the Group’s cash and bank
balances were RMB1,383,232,000, representing an increase of
approximately 8.9% as compared with RMB1,269,746,000 as
at 31 December 2018. As at 31 December 2019, the Group's
total loans and borrowings amounted to RMB553,567,000,
representing an increase of approximately 41.0% as compared
with RMB392,538,000 as at 31 December 2018, which mainly
due to the increase in bank loans during the year.
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Management Discussion and Analysis

TREASURY POLICIES

The Group has adopted a prudent financial management
approach towards its treasury policies and thus maintained
a healthy liquidity position throughout the year of 2019. The
Group strives to reduce exposure to credit risk by performing
ongoing credit assessments and evaluations of the financial
status of its customers. To manage liquidity risk, the Board
closely monitors the Group’s liquidity position to ensure that
the liquidity structure of the Group’s assets, liabilities and
other commitments can meet its funding requirements from
time to time. Cash and cash equivalents of the Group are
mainly denominated in RMB and HKD.

GEARING RATIO

The gearing ratio of the Group, representing the total interest
bearing borrowings divided by total equity attributable to
equity shareholders of the Company as at 31 December
2019 was 27.8% (31 December 2018: 18.2%). The increase
in gearing ratio was mainly due to the increase in bank loans
during the year.

EXCHANGE RATE RISKS

The Group’s transactions are mainly denominated in RMB
and HKD. The majority of assets and liabilities are also
denominated in RMB and HKD, and there are no significant
assets and liabilities denominated in other currencies. The
Group faces exchange rate risk due to fluctuation of exchange
rates. During the year, the Group did not commit to any
financial instruments to hedge its exposure to foreign currency
risk.

CAPITAL STRUCTURE

In 2019, the Company issued a total of 693,200 ordinary
shares pursuant to employees’ exercise of share options
granted under the Share Option Scheme (adopted on 2
December 2013).

In 2019, the Company repurchased 10,352,000 shares of its
own ordinary shares through the Stock Exchange at a total
consideration of approximately HKD52,908,000 (approximately
RMB46,212,000) and all of these repurchased shares were
cancelled before the year end.
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Management Discussion and Analysis
EEENWR DN

Save for the above, neither the Company nor any of its
subsidiaries purchased, sold or redeem any of the Company’s
listed securities during the year ended 31 December 2019.

CAPITAL COMMITMENTS

As at 31 December 2019, the Group had capital commitments
of approximately RMB463,879,000 (31 December 2018:
RMB494,328,000).

INFORMATION ON EMPLOYEES

As at 31 December 2019, the Group hired a total of 2,662
employees (31 December 2018: 2,667 employees). The
total staff costs (including the directors’ remuneration) for
the year ended 31 December 2019 was RMB304,749,000
(2018: RMB287,461,000). The salaries of the employees were
determined with reference to individual performance, work
experience, qualification and current industry practices.

On top of basic salaries, bonuses may be paid by reference to
the Group's performance as well as individual's performance.
Other staff benefits include contributions to Mandatory
Provident Fund and various retirement benefits schemes in
Hong Kong, including the provision of pension funds, medical
insurance, unemployment insurance and other relevant
insurance for employees who are employed by our Group
pursuant to the PRC rules and regulations and the prevailing
regulatory requirements of the PRC. The salaries and benefits
of the Group’s employees are kept at a competitive level
and employees are rewarded on a performance-related
basis within the general framework of the Group’s salary and
bonus system, which is reviewed annually. The Group also
operates a share option scheme adopted by the Company on
2 December 2013 (the “Share Option Scheme”) and a share
award scheme adopted on 21 July 2014 (the “Share Award
Scheme”), where options to subscribe for shares and share
awards may be granted to the Directors and employees of the
Group.

The Group made considerable efforts in continuing education
and training programs for its staff, to continuously enhance
their knowledge, skills and team spirit. The Group regularly
provided internal and external training courses for relevant
staff according to their needs.
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Management Discussion and Analysis

SIGNIFICANT INVESTMENTS HELD

Except for investments in its subsidiaries, during the year
ended 31 December 2019, the Group did not hold any
significant investment in equity interest in any other company.

FUTURE PLANS FOR MATERIAL INVESTMENTS AND
CAPITAL ASSETS

Save as disclosed above and elsewhere in this report, as at
the date of this report, the Group did not have other future
plans for material investments and capital assets.

MATERIAL ACQUISITIONS AND DISPOSALS OF
SUBSIDIARIES AND ASSOCIATED COMPANIES

The Group did not have any material acquisitions and
disposals of subsidiaries and associated companies during
2019.

PLEDGE OF ASSETS

As at 31 December 2019, the Group did not have any pledged
assets (31 December 2018: Nil).

CONTINGENT LIABILITIES

As at 31 December 2019, the Group did not have any material
contingent liabilities (31 December 2018: Nil).

PRINCIPAL RISKS AND UNCERTAINTIES

Management continues to manage the Group’s key risk
exposures, including operational risks (e.g. ensuring high
quality of medicines products, safety in the production process
and efficiency in the distribution processes), financial risks
(e.g. through budget control and cash flow management) and
compliance risks (ensuring the relevant rules and regulations
are complied with) on a daily basis. Management also pays
close attention to the recent developments of national policies
in respect of the pharmaceutical industry, which is a key
uncertainty facing the Group, and formulates and adjusts the
Group relevant policies accordingly on a timely basis.
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Management Discussion and Analysis
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ENVIRONMENTAL POLICIES AND PERFORMANCE

The Group is committed to achieving environmental
sustainability and incorporating it in the Group's daily
operations. Other than complying with all relevant
environmental rules and regulations, management always
encourage water, energy and materials saving and recycling
practice which are considered in the performance appraisal
process.

COMPLIANCE WITH THE RELEVANT LAWS AND
REGULATIONS

During the year of 2019, there was no incidence of significant
non-compliance of laws and regulations that is relevant to the
Group’s operations.

CHANGES IN INDUSTRIAL POLICIES AND THEIR
EFFECT

l. Effect on the restriction policy on key drug catalogue
under supervision and control and prescriptions for
Traditional Chinese Medicine

On 1 July 2019, National Health Commission published
the Circular on Publishing the Catalogue of the First
Batch of Key Drugs for Rational Use under National
Supervision and Control (Chemical Drugs and Biological
Products) (BARENZEESE —HtEIREMH G SRR EER
Béx ((bERAEYRG) HAA) (Guo Wei Ban Yi Ban
No. 2019558) comprising a total of 20 products. The
Circular also specifies the prescription restriction
policy of Traditional Chinese Medicine, i.e. doctors
that do not fall into the category of Traditional Chinese
Medicine should obtain specific qualifications and
meet relevant standards before issuing prescriptions
for Chinese medicine and Chinese medicinal decoction
pieces. On 20 January 2020, the Health Commission
of Guangdong Province and the Administrative
Bureau of Traditional Chinese Medicine of Guangdong
Province jointly published Supplemental Circular on
“Forwarding Circular on Publishing the Catalogue of
the First Batch of Key Drugs for Rational Use under
National Supervision and Control (Chemical Drugs and
Biological Products)” (B %] ‘853 BN ENZEE — LB &
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HERSEREEM BB (LEREDER) BEA") ("“Yue
Wei Yao Zheng Han No. 20201”), which has confirmed
the relaxation of the restriction on certain local primary
medical institutions for Western medicine to issue
prescriptions for Traditional Chinese Medicine. For
example, general practitioners and village doctors from
local primary medical institutions can issue common
prescriptions for Chinese medicine regarding common
diseases and frequently-occurring diseases and can
also continue to use long-term prescription for Chinese
medicine and Chinese medicinal decoction pieces
issued by Traditional Chinese Medicine doctors.

Although the relevant policies have limited the sales
of Chinese medicine, as major products currently sold
by the Group such as Uremic Clearance Granules
have not been included in the catalogue for key drugs
under supervision and control of all levels of provincial
medical institutions and the major product of Uremic
Clearance Granules is a type of Chinese medicine
that has completed evidence-based medicine based
on Western medicine system, this kind of Chinese
medicine is not included in the restriction list in several
provinces. And after the Yue Wei Yao Zheng Han No.
20201 is published internally in medical institutions of
Guangdong Province, Grade Il and Grade Il hospitals
in Guangdong Province such as Guangdong General
Hospital successively started to grant permission to
issue prescriptions for Chinese medicine. Therefore, it
is expected that the effect of relevant policies on the
overall sales of the Group will reduce gradually.
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Adjustments to the National Medical Insurance Drug
Catalogue

On 20 August 2019, the National Healthcare Security
Administration and the Ministry of Human Resources
and Social Security of China published the new version
of the “National Catalogue for Medical Insurance Drugs,
Work-related Injury Insurance Drugs and Maternity
Insurance Drugs BEIREREZRR - TIERBRAMEFR
S #EhEEX))” (the “National Medical Insurance Drug
Catalogue”), which was officially implemented since
1 January 2020 as the standard for payment of drug
fees for medical insurance, insurance for work-related
injuries and maternity insurance fund. The Group has
a total of 70 products enlisted in the National Medical
Insurance Drug Catalogue, and a number of products,
including Uremic Clearance Granules and Gadopentetic
Acid Dimeglumine Salt Injection, continued to remain
enlisted in the National Medical Insurance Drug
Catalogue. lopamidol Injection is a new product of the
Group, which remained Class A of the National Medical
Insurance Drug Catalogue. Moreover, the Group’s Yin-
nourishing and Lung-cooling Cream (ZEREEME) was
upgraded from Class B to Class A (i.e. entitled for full
reimbursement) of the National Medical Insurance Drug
Catalogue, while three products, namely Kidney Repair
and Edema Alleviation Granules, the Iron-Dextran Oral
Solution and the Cetirizine Hydrochloride Oral Solution,
have been enlisted in the National Medical Insurance
Drug Catalogue for the first time, which can be partly
reimbursed in various provincial medical institutions
subject to a specific reimbursement proportion
determined by the provincial healthcare security
administration based on the local medical insurance
fund. The Group believes that the changes of the drugs
in the National Medical Insurance Drug Catalogue
mentioned above will be beneficial for the sales of such
products in the long term.
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New Drug Administration Law

The New Drug Administration Law has been effective
since 1 December 2019. The principal changes of the
New Drug Administration Law as compared with the
previous version are: firstly, the research, innovation
and production of new medicines are encouraged. For
instance, the law encourages the approval of drugs
with conditions, and sets up prioritized evaluation and
approval channels for drugs in respect of children
and rare diseases, so as to accelerate the launch
of new drugs. Secondly, more efforts have been
made to enhance the quality and safety systems for
pharmaceutical products. Thirdly, the limitation for
sales of prescription drugs online has been loosened.
Fourthly, severe punishments will be imposed for
illegal activities with a significant increase in the
effort of enforcement of penalty for illegal acts. The
system for civil compensation liabilities has also
been improved, including requiring the agents of the
holders of overseas drug marketing authorizations
within China to assume joint liabilities with the holders.
The New Drug Administration Law also specifically
proposed the cancellation of the Good Manufacturing
Practice (GMP) for Drugs certification and the Good
Supply Practice (GSP) for Pharmaceutical Products
certification, demanding the management requirements
in respect of the certifications to be incorporated into
the daily production and operation management of
the enterprises, and to be available for inspection
by the drug administrative departments at any
time. The Group will continue to put great efforts in
improving and enhancing the daily supervision over its
production bases to ensure the quality and safety of its
pharmaceutical products.

In general, the implementation of the New Drug
Administration Law will encourage the Group to
increase the efforts in research and development
of innovative medicines (including chemical drugs,
Chinese medicines and biological drugs). There will
also be requirement for more professional research and
development teams with more stringent, transparent,
scientific management requirements on research and
development. Higher standards of quality control over
the research and development process will also be
implemented. Accordingly, the standards for venues
and equipment of research and development will
be upgraded to satisfy the requirements for truthful,
regulated, scientific and traceable work in relation
thereto. As such, it is expected that the research and
development cost for new medicines and generic drugs
will increase.
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Quantity Procurement Policy of the Government

On 14 November 2018, the Pilot Program for Nationally
Organized Centralized Pharmaceutical Procurements
(BRAHZEREFREHI T E) was passed and it was
determined that the centralized pharmaceutical quantity
procurement policy (the “Centralized Pharmaceutical
Procurement”) will be implemented in the public
medical institutions of eleven “4+7” pilot cities, namely
Beijing, Tianjin, Shanghai, Chongging, Shenyang,
Dalian, Xiamen, Guangzhou, Shenzhen, Chengdu and
Xi'an, by way of cross-region alliances, under which
the principle of “quantity-price linked, volume-for-price”
will be adopted. The office of pilot working group has
been established in the National Healthcare Security
Administration, and a joint procurement office has
been formed to carry out the quantity procurement.
In September 2019, Centralized Pharmaceutical
Procurement was promoted nationwide and the
joint procurement office published the Documents
on Centralized Pharmaceutical Procurement in the
Regions Covered by the Alliance (BtEEib[E & H5%
FFEREESCF). The alliance covers 25 provinces and
regions (excluding the 4+7 cities). After the Centralized
Pharmaceutical Procurement has been promoted
nationwide, the Shanghai Joint Pharmaceutical
Procurement Office released the Proposed Selection
Results Arising from Pilot Nationwide Promotion for
Nationally Organized Centralized Pharmaceuticals
Procurements and Utilization (BZR 40 4% % 5 5= b R ES
MERSAMEEBEEEABPELR). Compared with
the lowest procurement price in the regions covered
by the alliance in 2018, the price decreased by 59%
on average. In December 2019, the second batch
of nationally organized Centralized Pharmaceutical
Procurement was launched on a nationwide basis
with 33 types of products involved. In January 2020,
the proposed selection results of the second batch
of national centralized procurements were released.
Compared with the lowest procurement price in the
alliance in 2018, the price of the proposed products
selected decreased by 53% on average with a highest
decrease of 93%. All of the drugs selected for nationally
organized centralized procurement were generic drugs/
non-exclusive products, and were mainly Western
medicines.
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The main products currently sold by the Group do not
fall within the scope of the Centralized Pharmaceutical
Procurement. Moreover, the targeted products of the
government’'s quantity procurement in the next three
years will mainly be generic drugs with at least over
three suppliers passing the consistency evaluation.
Furthermore, taking into account the rich product
portfolio, the fact that “Uremic Clearance Granules”,
the product accounting for the largest proportion of the
portfolio, is an irreplaceable exclusive Chinese medicine
and the unique status of our various products in the
market, it is expected that the effect of the Centralized
Pharmaceutical Procurement on the Group’s operation,
profitability or market competition faced will be minimal.

EVENTS AFTER THE REPORTING PERIOD

During the period from 10 January 2020 to 21 February
2020, the Company repurchased 17,782,000 shares of its
own ordinary shares through the Stock Exchange at a total
consideration of approximately HKD71,419,000 (approximately
RMB63,828,000). The shares repurchased by the Company
will be cancelled in due course.

The COVID-19 outbreak since early 2020 has brought about
additional uncertainties in the Group’s operating environment
and has temporarily delayed resumption of factory production
after the Chinese New Year holiday according to the
regulations of the local government for around two weeks.

The Group has been closely monitoring the impact on
the Group’s business development and has put in place
contingency measures. These contingency measures include:
increasing our options for logistics transportations; assessing
our suppliers’ readiness and liaising with higher-risk suppliers;
negotiating with customers on delivery timetable. The Group
will keep our contingency measures under review as the
situation evolves.

As far as the Group’s businesses are concerned, the
pandemic brought negative impact to the Group’s operations
in a short-term within a controllable range. These estimated
impacts have not been reflected in the financial information
as of 31 December 2019. The actual impacts may differ from
these estimates as situation continues to evolve and further
information may become available.

Save as disclosed above and in other parts of this report, as
at the date of this report, the Group has no significant events
after the reporting period required to be disclosed.
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The Board is fully responsible for management and operations. ZFE2EAREERLERTY - TRIFES
The following table sets forth information regarding our RS A EF -
Directors as at the reporting date.

Name Appointment Date Age
HE ZEBH F iR

Executive Director

HITES

Mr. AN Yubao (Chairman) 24 January 2011 77
TRVE R E (F/E) 201141 A 241

Ms. LI Qian (Vice Chairlady, Chief Executive Officer) 24 December 2012 55
RSt (BIL/E - ##) 2012%F 12 A 24H

Professor ZHU Quan 24 December 2012 80
REHE 201212 A 24H

Mr. TANG Ning 1 June 2018 54
EELLE 201856 A1H

Independent Non-executive Director

BYFHTES

Mr. SU Yuanfu 2 December 2013 74
ERTRTAE 2013412 H2H

Mr. FENG Zhongshi 2 December 2013 61
BFELEE 2013 12H2H

Ms. CHEN Yujun 31 May 2019 40
REBXL 20195 H31H
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CHAIRMAN AND EXECUTIVE DIRECTOR

Mr. AN Yubao (%ZHFE), aged 77, is our chairman and an
executive Director and a Controlling Shareholder. He was
appointed as our Director with effect from 24 January 2011.
He is also a director of Guangzhou Consun Pharmaceutical
Company Limited (“GZ Consun”), Consun Pharmaceutical
(Inner Mongolia) Co., Ltd. (“Inner Mongolia Consun”)
and Yulin Pharmaceutical, and a director and the legal
representative of Guangzhou Consun Pharmaceutical
Research Company Limited (“Consun Research”). Mr. AN is
primarily responsible for the management and operation of the
Board and monitoring the execution of the Board'’s resolutions,
and reviewing and deciding the significant directions and
strategies for the Group’s development.

Mr. AN has nearly 20 years of experience in medical
education and over 20 years of experience in the business
of the pharmaceutical industry. He has served various key
positions, including executive director of GZ Consun since its
establishment. Mr. AN served as the vice chairman of ER
R m B = 2 H 0 (Guangdong Southern Lee KumKee
Commercial Information Centre) from November 1995 to
February 1999. From July 1996 to December 1998, Mr. AN
started his career in the pharmaceutical industry by serving
as the chairman and legal representative of BHRE 5380 &
HREBAR A F)(Guangdong Southern Lee KumKee Nutrition
Health Products Co., Ltd.) and representing FFE A RENEF
—E B KE(the First Military Medical University of the People’s
Liberation Army of the PRC) as one of its shareholders. Mr.
AN served as the minister and vice president respectively
of MABRAB(RFBEIARBNEE —FEKRE) (Southern
Medical University) (formerly known as the First Military
Medical University of the People’s Liberation Army of the
PRC)) from November 1991 to August 2001 and served as the
vice president of B ARBENE ERMERBE(Jinan Military
General Hospital of the People’s Liberation Army of the PRC)
from 1987 to 1988. Between 1981 and 1987, Mr. AN worked
at various units of the PRC People’s Liberation Army and was
mainly responsible for hygiene and hospital management.
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Mr. AN graduated from 7B AR E %222 (the Logistics
Engineering College of the People’s Liberation Army of the
PRC) in 1981 and majored in rear commanding. Mr. AN also
obtained a master’'s degree in business administration from
Asia International Open University (Macau) (now known as City
University of Macau) in November 2007.

VICE CHAIRLADY AND EXECUTIVE DIRECTOR

Ms. LI Qian (32(F), aged 55, is our vice chairlady, an executive
Director and chief executive officer. She was appointed
as our Director with effect from 24 December 2012. She is
also the chairman of GZ Consun, and a director of Inner
Mongolia Consun and Yulin Pharmaceutical. Ms. LI is primarily
responsible for formulating the Group’s strategies and their
executions, managing the Group’'s overall operations, and
directing the daily operations in all aspects.

Ms. LI has over 30 years of experience in the business of
pharmaceutical industry. Prior to joining our Group, Ms. LI
worked at Southern Medical University from October 1989
to April 1998. Ms. LI joined our Group in 1997 when Consun
Pharmaceutical was newly set-up, as the associate director of
general manager’s office, human resources manager, deputy
executive general manager and deputy sales general manager
of GZ Consun. Ms. LI has also served as a director and the
general manager (which was redesignated as president in
May 2008) of GZ Consun since November 1999.

32 CONSUN PHARMACEUTICAL GROUP LIMITED EREAFXSEARAA
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Ms. LI obtained a master's degree in business administration
at Asia International Open University (Macau) in November
2007. She has obtained 3 invention patents and published
research papers on the “Chinese journal of Clinical Medicine”
(R EREREEERER)). Ms. LI was awarded as Excellent Private
Entrepreneur (B R <& M%) by Tongliao City People'’s
Government of the Inner Mongolia Autonomous Region in
July 2008, and a Model Worker (% &)1£#3) by Inner Mongolia
People’s Government in April 2010. In December 2010, she
obtained the Third Prize for Technological Progress in the
Inner Mongolia Autonomous Region (A& B8 REHGE#
=%1¥). In December 2011, she was recognised as Famous
Entrepreneur in Pharmaceutical Industry of Guangdong
Province (BRAEH{THEEXBHK) by Guangdong Province
Pharmaceutical Industry Association (BREEETERE). In
April 2014, she was elected as Chinese Pharmaceutical Brand
Woman (FREI(E 577 )R ). In February 2017, she
was accredited as Excellent Entrepreneur in Pharmaceutical
Industry of Guangdong Province (BR&EEITEEFTLER),
in December 2017 was awarded the “Best Business Leader
Award” by “China Finance” and in 2019 was honoured as one
of the “China Economic Top 10 Commercial Mulan (91 BI4 7%+
ABERES)” in the “2019 China Economic Person of the Year
(PEIEBEFEAND).

Ms. LI is a local registered pharmacist of Guangdong province
(BHBEEEHAD) recognised by Guangdong Food and Drug
Administration (ERERmEREEEESR). Since March 2012,
she has been appointed as a member of the First Expert
Committee for Kidney Disease and Blood Purify of China
Medical Women’s Association (£ — &+ H & He B RERE
FI&F(LERZEZEE). In October 2014, she was elected as
the deputy councillor of Expert Committee for Professional
Committee of Chinese Medicine Product Development and
Incubation of China Association of Traditional Chinese
Medicine (FEIFREBETEERREEBTEFZXZEE). In
August 2016, she was elected as the deputy councillor of the
First Expert Committee for Chinese Medicine Development
and Research for Kidney Disease of China Association of
Traditional Chinese Medicine (A Bf %5452 55 — | B s b 8535
EHIEEX¥EZE®), and a member of the Pharmacoeconomics
Expert Committee (EWEBEZEXZLZEE), and in July 2017
was elected as a member of the Standing Committee of the
Encephalopathy Medicine Research Professional Committee of
China Association of Traditional Chinese Medicine.
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EXECUTIVE DIRECTORS

Professor ZHU Quan (5%%), aged 80, is our executive
Director. He was appointed as our Director with effect from
24 December 2012. Professor ZHU is also a director and the
chief scientist of GZ Consun. Professor ZHU joined our Group
in August 2006 as the chief scientist of GZ Consun. Professor
ZHU is primarily responsible for the product research and
development of our Group.

Professor ZHU has over 50 years of experience in teaching
and research at medical school and in the business of
pharmaceutical industry. He served various positions, such as
a deputy director of medicine department, a director of BZ
18 8L Fh 225438 B B = (National Standardization Laboratory for
Chinese Herbal Pharmacology), a Ph.D. candidate supervisor
at R EZKE(Nanjing University of Chinese Medicine)
between October 1981 and November 2005 and served as
professor and Ph.D. candidate supervisor at JEFIRHE A
(Macau University of Science and Technology) during the
period from 2003 to 2019. Professor ZHU also served as an
expert for BIR#E HRBHMTZ E 2 (Science & Technology
Commission of Ministry of Education), an assessment expert
for Bl B ARIEE S £ FIEE(Department of Life Science
of National Natural Science Foundation), a drug evaluation
expert in Jiangsu Province and in the PRC and a State Council
Special Allowance Expert.

Professor ZHU graduated from & %IE6E (China Academy of
Traditional Chinese Medicine) (now known as B &R} £z
(China Academy of Chinese Medical Sciences)) in November
1981 with a master's degree in pharmacology of traditional
Chinese medicine.
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Mr. TANG Ning (F%
was appointed as our Director with effect from 1 June 2018.

), aged 54, is our executive Director. He

He is also a director GZ Consun. Mr. TANG joined our Group
in July 1998 as a business manager. Between July 1998 and
June 2011, Mr. TANG served various positions at GZ Consun,
such as business manager, regional marketing manager,
marketing director, and president assistant. Prior to joining
our Group, Mr. TANG worked at Z&F8 & #7422 5](Cili County
Baifang General Company) between October 1987 and June
1998. Mr. TANG graduated from J# = %228z (Hunan University

of Commerce) in June 1986 majoring in marketing.

INDEPENDENT NON-EXECUTIVE DIRECTORS

Mr. SU Yuanfu (#7C4®), aged 74,
executive Director. He joined our Group on 2 December 2013

is our independent non-

when he was appointed as an independent non-executive
Director.

Mr. SU graduated from = B A R % 5% & 55 PO 5 88 K 22 (the Fourth
Military Medical University of the People’s Liberation Army of
the PRC) in December 1969 and obtained a master's degree
in radiopathology at the same university in December 1982.
Mr. SU served various positions at the People’s Liberation
Army of the PRC. From January 1970 to August 1979, he
served as a doctor at PHjE &= & 48 B Pt (General Hospital of Tibet
Military Region). Between January 1984 and November 1995,
Mr. SU served as the director of science and research office,
the dean of academic affairs, the deputy superintendent and
superintendent of the first affiliated hospital respectively at the
Fourth Military Medical University of the People's Liberation
Army of the PRC. From November 1995 to June 1998, he
served as the director general of & EHBEELEIB
(Technology Training Bureau of the Department of Health of
the General Logistics Department). Between June 1998 and
June 2004, Mr. SU served as the director of the department
of medical administration and the deputy superintendent
respectively at fEIRE 4 EFT(the General Hospital of the
People’s Liberation Army). Mr.
director of A ElZFE & (Chinese Hospital Association) during
the period from 2004 to 2019.

SU has been a standing
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Mr. FENG Zhongshi (5{F%&), aged 61, is our independent
non-executive Director. He joined our Group on 2 December
2013 when he was appointed as an independent non-
executive Director.

Mr. FENG is a lawyer qualified in the PRC. He is currently a
partner of bR E REAEIEFT(Beijing Gaodie Law Firm).
He graduated from A EIBUEAKZ(China University of Political
Science and Law) in July 1986 with a bachelor's degree in
law. From July 1986 to January 1993, Mr. FENG worked at N
5t BJAE A4 (the Department of Justice of Inner Mongolia
Autonomous Region). He served as a lawyer at N5 & &% =2
B E 7% Fr(Inner Mongolia Jingji Law Office) (now known as £
2B = FT(Jingshi Law Office)) from 1993 to 1995. Between
1996 and 2002, Mr. FENG served as a partner at A5 5 Z
A S FT(Inner Mongolia Huicong Law Office). From 1996
to 2003, he also served as the head of legal department of
b REIREREE AR AR (Beijing Hui Cong International
Information Co., Ltd.). Between 2002 and 2009, Mr. FENG
served as a lawyer of Jt R InEAD =7 F7(Beijing ZhongRui
Law Firm). Between June 2011 and January 2013, he served
as a partner of It R & EE AN E 7 (Beijing Jin Li Law Firm).

Ms. CHEN Yujun (fRE#), aged 40, is our independent
non-executive Director. She was appointed as our independent
non-executive Director with effect from 31 May 2019.

Ms. Chen has over 14 years of experience in auditing,
accounting and corporate finance. She has been a member
of the Chinese Institute of Certified Public Accountants
since 2010 and obtained a bachelor’'s degree in arts and a
bachelor’s degree in management from Guangdong University
of Foreign Studies (BHRINEINEAZ) in 2005. Ms. Chen
has been the vice general manager of financial management
center of Guangzhou Fineland Real Estate Development Co.,
Ltd. (BMmEZEFEZRERAA) since February 2018.
Prior to that, she worked with Shanghai Eyugame Network
Technology Co., Ltd. (/8 ZRABERIEBR AE]) as the chief
financial officer from March 2016 to February 2018; worked
with the Group as the chief financial officer from April 2014
to March 2016 and as deputy chief financial officer from
May 2013 to March 2014; worked with KPMG in the audit
department from July 2005 to May 2012 at various posts.
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Save as disclosed above, each of our Directors has not been
a director of any other publicly listed company during the past
three years.

SENIOR MANAGEMENT

Mr. ZHOU Shangwen (/A% X), aged 50, is a vice president
of GZ Consun. Mr. ZHOU joined our Group in April 2004 as a
marketing manager for Guangdong province. Between April
2004 and June 2013, Mr. ZHOU served various positions at
GZ Consun, such as regional marketing manager, marketing
director for our kidney drugs and president assistant. He
has been the vice president of GZ Consun since July 2013.
Prior to joining our Group, Mr. ZHOU worked at EM A
Fl2&8F7 (Guangzhou Brain Hospital) between July 1995 and
March 1997. Between August 1997 and April 2004, Mr. ZHOU
successively worked at FEAE T RKE R LGP QA (Servier
(Tianjin) Pharmaceutical Co., Ltd.). Mr. ZHOU graduated from
1t RERI K2 (Beijing Medical University) (now known as 1t
KEEEE(Peking University Health Science Centre)) in July
1995 with a bachelor’'s degree in mental health.

Ms. FANG Lanfen (5 %), aged 57, is a vice president of
GZ Consun. Ms. FANG joined our Group in July 1999 as a
business manager. Between July 1999 to July 2013, Ms. FANG
served various positions at GZ Consun, such as business
manager, regional marketing manager and marketing director.
She has been the vice president of GZ Consun since July
2013. Prior to joining our Group, Ms. FANG worked at
SEEZE P (Guzhen County Hospital) between July 1985 and
September 1989, and at Z#&/KF|EEEE T (Water Resource
Department of Anhui Province Hospital) between September
1989 and July 1999. Ms. FANG graduated from 1258 Ef7
(Bengbu Medical College) with a bachelor’s degree in medical
in July 1985.

Mr. FANG Peicheng (7515#), aged 41, is the Group’s chief
executive officer assistant and chief financial officer, who also
oversees the work of the investment management center. Mr.
FANG joined our Group in August 2010 as an audit manager.
He has been the audit and legal director since January 2013
and the chief executive officer assistant since January 2015,
and was appointed as the Group's chief financial officer in
March 2020. Prior to joining our Group, Mr. FANG worked as
audit supervisor at FERE{L TAxtnBR A Fl(Xilong Chemical
Company Limited) between May 2008 and July 2010.
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Mr. FANG graduated from m#E T2 0t (Nan Hua College of
Industry and Commerce) major in computer accounting in July
2002, and graduated from & B /A jH A ZFER )& 52 H ¥ (China
University of Petroleum (Eastern China) Accounting Profession)
with a bachelor's degree in management in July 2008. Mr.
FANG has the Audit Professional Qualification (Intermediate)
granted by FEAREZMEANERMESRES (Ministry
of Human Resources and Social Securities of the People’s
Republic of China). He is also a member of The Institute of
Internal Auditors.

Mr. GAO Haien (=/8%), aged 51, is our Board secretary
and the board secretary of GZ Consun. Mr. GAO joined our
Group in August 2007 as the board secretary of GZ Consun.
Mr. GAO has been the manager and legal representative
of Guangzhou Consun Pharmaceutical and Inner Mongolia
Consun since March 2013, the manager and legal
representative of Guangxi Yulin Pharmaceutical Group and
Guangzhou Consun Pharmaceutical since August 2015, and
a director of Yulin Pharmaceutical and Inner Mongolia Consun
since August 2018. Mr. GAO also acted as a joint company
secretary of the Company from 15 April 2014 to 31 May 2017.
Prior to joining our Group, Mr. GAO successively served as a
general manager of the accessories store and the assistant
to headquarters general manager of JRIITH#as T B@EH/EH
fR A &](Shenzhen Sunyes Tools Co. Ltd.) from January 2006
to August 2007. Between July 1995 and January 2006, Mr.
GAO successively served as a senior engineer of EEET
X {&EM(IDT Data System Factory) and a technology manager
of FYITREHEIHEEHLBR A7 (Shenzhen Aomeidi Digital
Technology Co. Ltd.).

Mr. GAO graduated from FEI#EZ KZ(China University of
Mining and Technology) in July 1992 with a bachelor’'s degree
in engineering and subsequently obtained a bachelor’'s degree
in economics at the same university in January 1994. He
obtained a master's degree in business administration at A
A B A4S A K 22 (Zhongnan University of Economics and Law)
in June 2012. Mr. GAO holds EAEHRZEKFEHRIEE —4)
(Professional Certificate in Securities (Band I1)) granted by
Bl 35 %4 % & (Securities Association of China) and EE&fE
&%= (Board Secretary Certificate) granted by the Shenzhen
Stock Exchange.
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COMPANY SECRETARY

Mr. YAU Chi Ming (£75Ff), aged 53, has been our company
secretary since he joined our Group in March 2013. Mr. YAU
is responsible for our company secretarial matters and he
has over 20 years of experience in finance and accounting.
Mr. YAU is a certified public accountant and is a fellow of
the Hong Kong Institute of Certified Public Accountants.
He is also acting as an independent non-executive director
of Cosmo Lady (China) Holdings Company Limited (stock
code: 2298). In the past, he also acted as an independent
non-executive director of other listed companies, including
Common Splendor International Health Industry Group Limited
(stock code: 286) (from February 2013 to June 2017), Chinese
Energy Holdings Limited (stock code: 8009) (from August 2016
to January 2018) and Hosa International Limited (stock code:
2200)(from April 2018 to July 2018). Prior to joining our Group,
he worked at an international audit firm from August 1992 to
November 1994 and from May 1995 to October 2012, during
which he was promoted to partner in July 2007. Mr. YAU
graduated from The University of Hong Kong in December
1992 with a bachelor’'s degree in social sciences.
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CORPORATE GOVERNANCE

Adapting and adhering to recognised standards of corporate
governance principles and practices has always been one
of the top priorities of the Company. The Board believes that
good corporate governance is one of the areas that lead to
the success of the Company and in balancing the interests
of shareholders, customers and employees, and the Board
is devoted to ongoing enhancements of the efficiency and
effectiveness of such principles and practices.

The Company has adopted and complied with the code
provisions (the “Code Provisions”) set out in Appendix 14
“‘Corporate Governance Code and Corporate Governance
Report” to the Listing Rules during the year ended 31
December 2019.

MODEL CODE FOR SECURITIES TRANSACTIONS BY
THE DIRECTORS

The Company has adopted the Model Code for Securities
Transactions by Directors of Listed Issuers (the “Model Code”)
as set out in Appendix 10 to the Listing Rules. The Company
confirms that, having made specific enquiry of all Directors,
all the Directors have complied with the required standards of
dealing as set out in the Model Code during the year ended
31 December 2019.

THE BOARD OF DIRECTORS
Composition

As at the date of this report, the Board currently comprises
7 Directors, of which four are executive Directors and three
are independent non-executive Directors. The composition of
the Board during 2019 and up to the date of this report is as
follows:

Executive Directors

Mr. AN Yubao (Chairman)

Ms. LI Qian (Vice Chairlady, Chief Executive Officer)
Professor ZHU Quan

Mr. TANG Ning
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Independent non-executive Directors

Mr. SU Yuanfu
Mr. FENG Zhongshi
Ms. CHEN Yujun (appointed on 31 May 2019)

Biographical details of current Directors are set out in the
section headed “Directors and Senior Management Profile” on
pages 30 to 39.

Mr. AN Yubao, Ms. LI Qian and Mr. YOUNG Wai Po, Peter
(each of them a substantial shareholder of the Company and
collectively are controlling shareholders of the Company)
entered into an acting in concert agreement which was
terminated by a deed of termination on 16 December 2016.
As at the date of this report, Mr. An, Ms. Li and Mr. Young
were still being considered as acting in concert under the
Takeovers Code as they had not made a submission to obtain
confirmation from the SFC that they were no longer acting
in concert pursuant to note 3 to the definition of “acting in
concert” of the Takeovers Code.

Save as disclosed above, each of the Directors is not
connected with any other Directors, senior management,
substantial shareholders or controlling shareholders of the
Company and there are no other relationship, including
financial, business, family or other material/relevant
relationship between the Directors.

In order to have a clear division between the management of
the Board and the day-to-day management of the business
operation of the Company, the role of the Chairman is separate
from that of the Chief Executive Officer. The Chairman focuses
on overall corporate development and strategic direction of
the Group and provides leadership for the Board and oversees
the efficient functioning of the Board. The Chief Executive
Officer is responsible for all day-to-day corporate management
matters as well as planning and developing the Group’s
strategy. Such division of responsibilities helps to reinforce
their independence and to ensure a balance of power and
authority.
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CONFIRMATION OF INDEPENDENCE

During the year of 2019, there were three independent
non-executive Directors representing one third or more of the
Board, and one of them, Ms. CHENG Xinxin and Ms. CHEN
Yujun have accounting professional qualifications. Each of
the independent non-executive Directors has made an annual
confirmation of independence pursuant to Rule 3.13 of the
Listing Rules. The Company is of the view that all independent
non-executive Directors meet the independence guidelines set
out in Rule 3.13 of the Listing Rules and thus are independent

in accordance with the terms of the guidelines.

RESPONSIBILITIES OF THE BOARD AND
MANAGEMENT

The Board is primarily responsible for overseeing and
managing the Company'’s affairs, including the responsibilities
for the adoption of long-term strategies and appointing and
supervising senior management to ensure that the operation
of the Group is conducted in accordance with the objective
of the Group. The Board is also responsible for determining
the Company’s corporate governance policies which include:
(i) development and review of the Company’s policies and
practices on corporate governance; (ii) review and monitoring
of the training and continuous professional development of
Directors and senior management; (iii) review and monitor the
Company’s policies and practices on compliance with legal
and regulatory requirements; (iv) review and monitoring of
the code of conduct and compliance manual applicable to
employees and Directors; and (v) review of the Company’s
disclosure in the Corporate Governance Report.
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While at all times the Board retains full responsibility for
guiding and monitoring the Company in discharging its
duties, certain responsibilities are delegated to various Board
committees which have been established by the Board to
deal with different aspects of the Company’s affairs. Unless
otherwise specified in their respective written terms of
reference as approved by the Board, these Board committees
are governed by the Company's articles of association
(“Articles of Association”) as well as the Board’s policies
and practices (in so far as the same are not in conflict with
the provisions contained in the Articles of Association). With
the new composition of members of the nomination committee,
remuneration committee and audit committee, the independent
non-executive Directors will be able to effectively devote their
time to perform the duties required by the respective Board
committees.

The Board has also delegated the responsibility of
implementing its strategies and the day-to-day operation to
the management of the Company under the leadership of
the executive Directors. Clear guidance has been made as
to the matters that should be reserved to the Board for its
decision which include matters on, inter alia, capital, finance
and financial reporting, internal controls, communication with
shareholders, Board membership, delegation of authority and
corporate governance.

The Board acknowledges its responsibility for the preparation
of the financial statements which give a true and fair view of
the state of affairs of the Group. The financial statements set
out on pages 100 to 227 were prepared on the basis set out
in note 1(b) to the financial statements. Financial results of the
Group are announced in a timely manner in accordance with
statutory and/or regulatory requirements. The declaration of
reporting responsibility issued by the external auditor of the
Company on the Company’s financial statements is set out in
the Independent Auditor's Report on pages 86 to 99.
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BOARD MEETINGS

The Board is scheduled to meet regularly at least four times
a year (does not include obtaining Board consent through
circulating written resolutions) at approximately quarterly
intervals, to discuss the overall strategy as well as the
operational and financial performance of the Company. Other
Board meetings will be held when necessary. Such Board
meetings involve the active participation, either in person
or through other electronic means of communication, of a
majority of Directors. During the year of 2019, the Board held
4 meetings.

GENERAL MEETINGS

An annual general meeting was held by the Company on 31
May 2019 and an extraordinary general meeting was held by
the Company on 31 May 2019. Details of Directors’ attendance
are as follows:

Exges

ExgEFE OFERERSE (IBIEEB
BHEERZ S ABGHNESTSMRE)  WEF
B—IR  BANRAR AR R IA LK EM
MBRR - HUEFTESSHRHNFTERARN - &
FEFTRERHASHESTRINBEEMET
BATAIERL2E - R2019F - AARIABH4

R -

BRAXE

R2019F5 A31BARRIRITTREBEAFERE K
R2019F5 A31 HARARIT TIREFHAD -
BREEHESZNHEBOT

No. of No. of

attendance/ attendance/

No. of board No. of general

meetings meetings

HERE HERE

Director = EEEERRY BERAERE

Executive Directors HITES

Mr. AN Yubao (Chairman) REE LA (L) 4/4 2/2
Ms. LI Qian (Vice Chairlady, RSt (FIL/E - ##E)

Chief Executive Officer) 4/4 2/2
Professor ZHU Quan REHE 4/4 2/2
Mr. TANG Ning BELE 4/4 2/2
Independent Non-Executive Directors BY I HITES
Mr. SU Yuanfu B E 4/4 2/2
Mr. FENG Zhongshi ISR E S E 4/4 2/2
Ms. CHEN Yujun BREA XL (R2019%F

(appointed on 31 May 2019) 5A31BEZE) 2/2 1/1
Ms. CHENG Xinxin (resigned, effective BIRIR 2 £ (BB E - R

from 31 May 2019) 201945 A31 BAERX) 2/2 1/1
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At least 14 days' notices are given to all Directors in advance
for attending regular and other Board meetings. Meeting
agendas and other relevant information are provided to
the Directors at least 3 days before the date of the Board
meetings. All Directors are consulted to include additional
matters in the agenda for Board meetings and have access to
the advice and services of the company secretary with a view
to ensuring that Board procedures, and all applicable rules
and regulations, are followed.

Both draft and final versions of the minutes are sent to all
Directors for their comment and records. Minutes of Board
meetings are kept by the company secretary and such minutes
are open for inspection at any reasonable time on reasonable
prior notice by any Director.

CONTINUOUS PROFESSIONAL DEVELOPMENT

By providing all Directors with relevant guideline, updated
materials and training regarding the relevant laws and
applicable regulations, the duties and responsibilities of being
a Director, and relevant disclosure requirements, the Group
ensure that each Director understands and is familiar with the
relevant rules and the latest development. The Group has also
provided funding to each Director, to encourage Directors to
participate in various continuous professional development
courses, to ensure that each Director continue to possess the
necessary knowledge and skills to take part in and contribute

to the Board’s affairs.
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For the year of 2019, the Directors’ participation in continuous

professional development training is as follows:

R2019GE EELHENBETLERIEY
m -

Training related
to corporate

governance,

regulatory

development

and other

relevant

professional

topics

BRELEER -

EERRR

HiniEE %

Director 2= FEME

Executive Directors BITES

Mr. AN Yubao (Chairman) THBERE (F/E) Vv
Ms. LI Qian (Vice Chairlady, Chief RiELT (BI£E - #%)

Executive Officer) v
Professor ZHU Quan REHE )
Mr. TANG Ning EESLLE Vv
Independent Non-Executive Directors BYkHTES
Mr. SU Yuanfu BITekE Vv
Mr. FENG Zhongshi BB SLAE )
Ms. CHEN Yujun REAXL

(appointed on 31 May 2019) (R201965A31 R ER ) v
Ms. CHENG Xinxin BRIRMR 2 £

(Resigned, with effect from 31 May 2019) (BBHE - R2019%F5A31 HAR) Vv

All Directors have provided record of training attendance and

the Company will continue to arrange and/or fund the training
in accordance with paragraph A.6.5 of the Code Provisions.
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APPOINTMENT AND RE-ELECTION

All Directors have entered into letters of appointment with the
Company for a specific term of three years from the date of
appointment, subject to re-election.

In accordance with the Articles of Association of the Company,
at each annual general meeting one third of the Directors for
the time being shall retire from office by rotation. However,
if the number of Directors is not a multiple of three, then the
number nearest to but not less than one third shall be the
name of retiring Directors. The Directors who shall retire in
each year will be those who have been longest in the office
since their last re-election or appointment but as for persons
who became or were last re-elected as Directors on the same
day those to retire will (unless they otherwise agree among
themselves) be determined by lot. Such retiring Directors may,
being eligible, offer themselves for re-election at the annual
general meeting. All Directors appointed by the Board to fill a
casual vacancy shall hold office until the first general meeting
of shareholders after their appointment and be subject to
re-election at such meeting and all Directors appointed by the
Board as an addition to the existing Board shall hold office
only until the next following annual general meeting and shall
then be eligible for re-election.
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BOARD COMMITTEES
Nomination Committee

The Company established a nomination committee (the
“Nomination Committee”) on 2 December 2013 with written
terms of reference in compliance with paragraph A.5.2 of the
Code Provisions. Its terms of reference were amended on 20
March 2019 and are available on the websites of the Company
and the Stock Exchange.

The primary duties of the Nomination Committee are to review
the structure, size and composition and diversity of the
Board on regular basis; identify individuals suitably qualified
to become Board members; assess the independence
of independent non-executive Directors; and make
recommendations to the Board on relevant matters relating to
the appointment or re-election of Directors. When identifying
suitable candidates for directorship, the Nomination Committee
will carry out the selection process by making reference to a
series of criteria as bases, including but not limited to skills,
experience, education background, professional knowledge,
personal integrity and time commitments of the proposed
candidates, and taking into consideration of the Company’s
Board Diversity Policy. All candidates must be able to meet
the standards as set forth in Rules 3.08 and 3.09 of the Listing
Rules. A candidate who is to be appointed as an independent
non-executive Director should also meet the independence
criteria set out in Rule 3.13 of the Listing Rules. Qualified
candidates will then be recommended to the Board for
approval.
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As at the date of this report, the Nomination Committee
comprises three members and two of them are independent
non-executive Directors, namely Mr. SU Yuanfu (Chairman),
Ms. CHEN Yujun and one Executive Director, namely Mr. AN
Yubao. In 2019, the Nomination Committee held two meetings
and details of the committee members’ attendance are as

EREBRE
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follows:
No. of
attendance/
No. of
committee
meeting
HERE,
Committee member ZEERE ZEBERNE
Independent non-Executive Directors BYFHTES
Mr. SU Yuanfu (Committee Chairman) BrRrkE(ZESLE) 2/2
Ms. CHEN Yujun (appointed on 31 May 2019) PR EE L+ (R201945 A31 HEZRT) —/—
Ms. CHENG Xinxin (Resigned, BXARIRZ L (BB -
with effect from 31 May 2019) R201945 31 HAK) 2/2
Executive Director BITES
Mr. AN Yubao ZHELLE 2/2

The Nomination Committee reviewed the structure, size and
composition of the Board, and assessed the independence
of the independent non-executive Directors and concluded
that the Company’s Board Diversity Policy has been properly
implemented.

RBEZBEWAT TESTENRE - REMAK
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BOARD DIVERSITY POLICY

The Company recognises and embraces the benefits of having
a diverse Board to enhance the quality of its performance. With
a view to achieving a sustainable and balanced development,
the Company sees increasing diversity at the Board level
as an essential element in supporting the attainment of its
strategic objectives and its sustainable development, and has
adopted the Board Diversity Policy.

All Board appointments will be based on meritocracy, and
candidates will be considered against appropriate criteria,
having due regard for the benefits of diversity on the Board.
Selection of candidates will be based on a range of diversity
perspectives, including but not limited to gender, age,
cultural background and ethnicity, in addition to educational
background, professional experience, skills, knowledge and
length of service. The ultimate decision will be based on merit
and contribution that the selected candidates will bring to the
Board.

For the purpose of implementation of the Board Diversity
Policy, the following measurable objectives were adopted:

(A) at least 40% of the members of the Board shall be
non-executive directors or independent non-executive
directors;

(B) at least 1/3 of the members of the Board shall be
independent non-executive directors;

(C) at least 1 of the members of the Board shall have
obtained accounting or relevant financial management
professional qualifications;

(D) at least 50% of the members of the Board shall have 7
years or more of experience in the industry he/she is
specialised in; and

(E) at least 2 of the members of the Board shall have
China-related work experience.
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REMUNERATION COMMITTEE

The Company established a remuneration committee (the
“Remuneration Committee”) on 2 December 2013 with written
terms of reference in compliance with paragraph B.1.2 of the
Code Provisions. Its terms of reference are available on the
websites of the Company and the Stock Exchange.

The Remuneration Committee will review the proposals
made by the management on the remuneration of Directors
and senior management and make recommendation to the
Board. The Board will have final authority to approve the
recommendations made by the Remuneration Committee.
The primary duties of the Remuneration Committee also
include making recommendation to the Board on the overall
remuneration policy and structure relating to all Directors
and senior management of the Group and to ensure none
of the Directors determine their own remuneration. The
emoluments of executive Directors are determined based
on the skills, knowledge, individual performance as well as
contributions, the scope of responsibility and accountability
of such Directors, taking into consideration of the Company’s
performance and prevailing market conditions. The
remuneration policy of non-executive Directors (including
independent non-executive Directors) is to ensure that the
non-executive Directors are adequately compensated for their
efforts and time dedicated to the Company’s affairs including
their participation in respective Board committees. The
emoluments of Directors are also determined with reference to
their skills, experience, knowledge, duties and market trends.
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As at the date of this report, the Remuneration Committee
consists of three members and two of them are independent
non-executive Directors, namely Mr. FENG Zhongshi
(Chairman), Mr. SU Yuanfu and one executive Director, namely

RARESAH  FTHEZBEEm=RKEMEMNX - H
TRERBLIFNTES (DR RBMERE (
B)RETRAELE) AR —R2ARTES (RH
B t) - N2019%F » FMZBERITTMAE

Ms. LI Qian. In 2019, the Remuneration Committee held two % SZEE@KEHESHENFBOT ¢
meetings and details of the committee members’ attendance
are as follows:
No. of
attendance/
No. of
committee
meeting
HERE
Committee member EEEREB ZEEERNE
Independent non-Executive Directors BIUFHTES
Mr. FENG Zhongshi (Committee Chairman) BRERE(ZEEF/E) 2/2
Mr. SU Yuanfu BITREE 2/2
Executive Director HITES
Ms. LI Qian RiEL+ 2/2

The Remuneration Committee assessed the performance,
reviewed the proposal made by management on the
remuneration of executive Directors and senior management
and made recommendation to the Board on the remuneration
packages of individual executive directors and senior
management. Details of remuneration of Directors are set out
in note 6 to the Financial Statements.

AUDIT COMMITTEE

The Company established an audit committee (the “Audit
Committee”) on 2 December 2013 with written terms of
reference in compliance with paragraph C3.3 and C3.7 of the
Code Provisions. Its terms of reference were amended on 16
December 2015 and came into effective from 1 January 2016,
which are available on the websites of the Company and the
Stock Exchange.
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The Audit Committee reports to the Board and has held regular
meetings to review and make recommendations to improve
the Group’s financial reporting process, risk management and
internal controls. The primary duties of the Audit Committee,
among other things, are to make recommendation to the Board
on the appointment, re-appointment and removal of external
auditor, review the financial statements and oversee financial
reporting, risk management and internal control procedures of
the Group.

As at the date of this report, the Audit Committee consists of
three members and all of them are independent non-executive
Directors, namely Ms. CHEN Yujun (Chairlady), Mr. FENG
Zhongshi and Mr. SU Yuanfu. The Audit Committee has
reviewed with management of the Company the accounting
principles and practices adopted by the Group, and discussed
internal controls and financial reporting matters. The Audit
Committee also met with the external auditors and reviewed
the Annual Results.
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In 2019, the Audit Committee held two meetings and details of R2019F @ BERZESRIT TMASE KL 8
the committee members’ attendance are as follows: eXEHEERNFROT
No. of
attendance/
No. of
committee
meeting
HERE
Committee member ZEBEHE ZESERNRE
Independent non-Executive Directors BIAFHTES
Ms. CHEN Yujun (Committee Chairlady) REER T+ (ZEE2F/F)
(appointed on 31 May 2019) (FR2019%F5 A1 HEZRT) 1/1
Ms. CHENG Xinxin (Committee Chairlady) R Z T (ZE2F/F)
(Resigned, with effect from 31 May 2019) (BBHE - 1201945 A31 B ER) 1/1
Mr. FENG Zhongshi SHE LA 2/2
Mr. SU Yuanfu BRLAB R 2/2
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The Audit Committee has reviewed with management of the
Company the accounting principles and practices adopted
by the Group, and discussed risk management, internal
controls and financial reporting matters. The Audit Committee
also met with the external auditors and reviewed this annual
report of the Company. The Board has not taken a different
view from the Audit Committee on the selection, appointment,
designation or dismissal of external auditors.

AUDITOR’S REMUNERATION

During the year of 2019, the Company engaged KPMG as the
external auditors. Apart from providing audit services, KPMG
also provided interim financial statements review. The fees in
respect of audit and non-audit services provided by KPMG for
the year ended 31 December 2019 amounted to approximately
RMB2,100,000 and RMB830,000, respectively.

The reporting responsibilities of KPMG are set out in the
Independent Auditor’s Report on pages 86 to 99.

RISK MANAGEMENT AND INTERNAL CONTROL

The Board acknowledges its responsibility for ensuring the
Group to maintain a sound and effective risk management and
internal control system, and making review on its effectiveness
at least once a year. The Audit Committee assists the Board
in fulfilling its governance role over finance, operations,
compliance, risk management and internal control of the
Group. The Group’s Audit and Legal Centre assists the Board
and the Audit Committee in reviewing the effectiveness of the
Company’s risk management and internal control system on an
ongoing basis. The Board is regularly updated on significant
risks which may affect the performance of the Group.
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The Group’s internal control system is designed to safeguard
assets against misappropriation and unauthorized disposition,
to ensure compliance of relevant ordinances and rules, to
ensure proper maintenance of accounting records for provision
of reliable financial information used within the business or for
publication and to manage operational risks. The controls built
into the risk management system are intended to manage,
not eliminate, significant risks in the Group’s business
environment. Such systems are designed to manage rather
than eliminate the risk of failure to business objective, and can
only provide reasonable and not absolute assurance against
material misstatement or loss.

The Group has established on-going procedures for
identifying, assessing and managing the significant
risks involved with the Group. Meanwhile, it reviews the
effectiveness of the relevant internal control system. These
procedures include but not limited to: (1) the Group has
established and continued to improve the risk management
structure and internal control mechanism, and has regularly
conducted project audit and annual risk assessment
according to the risk management system code and annual
plan; (2) to identify the significant risks involved in the
business and assess the impact of such risks on the business
of the Group; (3) information gathering channels, to ensure
material or potential inside information being captured and
kept confidential until timely disclosure is made in accordance
with the Listing Rules; (4) to conduct gap analysis on the
internal control measures in response to the significant
risks, and make recommendations on the improvement of its
internal audit functions; and (5) to continuously follow up and
supervise the implementation of relevant measures against the
recommended improvements.
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The Group’s Audit and Legal Centre assists in implementing
the risk management practices and prepares regular work
reports on whether the relevant internal control is adequate
and effective in the previous year. The Audit Committee
will report to the Board on the implementation of the risk
management and internal control policy, including the
identification of risk factors and assessment on which grades
of risks are acceptable by the Group and the effectiveness of
risk management and internal control policy.

Based on the report prepared by the Group’s Audit and Legal
Centre and Audit Committee, the Board believes that the
risk management and internal control system of the Group is
proper, adequate and effective, and the Group has complied
with the provisions of risk management and internal control as
contained in the corporate governance code. The Group will
continue to review the effectiveness of the risk management
and internal control system in coming years.

COMPANY SECRETARY

Mr. YAU Chi Ming, being our company secretary, is primarily
responsible for the company secretarial work of the Group. Mr.
YAU attended no less than 15 hours of relevant professional
training during 2019.

SHAREHOLDERS’ RIGHTS

The shareholders of the Company may make requisition for
the convening of an extraordinary general meeting (‘EGM”) of
the Company in accordance with the procedures set out in the
Articles of Association as follows:

(1) Any one or more shareholders, who at the date of
deposit of the requisition hold not less than one tenth
of the paid up capital of the Company having the right
of voting at general meetings, shall have the right, by
written notice, to require an EGM to be called by the
Directors of the Company for the transaction of any
business specified in such requisition.
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Such requisition shall be made in writing to the Board or
the company secretary of the Company at the following:

Principal place of business of the Company in the PRC

Address: 71, Dongpeng Avenue, Eastern section,
Guangzhou Economic and Technological
Development District, Guangzhou, PRC

Email: ir@chinaconsun.com
Attention: Company Secretary

Registered Address of the Company

Address: Clifton House, 75 Fort Street,
PO Box 1350,
Grand Cayman KY 1-1108,
Cayman Islands

Attention: Company Secretary

The Board will convene an EGM within 21 days from the
date of deposit of the requisition.

If within 21 days of such deposit, the Board does not
proceed duly to convene such EGM, the requisitionists
themselves may do so in the same manner, as nearly as
possible, as that in which meetings may be convened
by the Board, and all reasonable expenses incurred by
the requisitionist(s) as a result of the failure of the Board
shall be reimbursed to them by the Company.

For matters in relation to the Board, shareholders can
contact the Company at the following:

Address: 71, Dongpeng Avenue, Eastern section,
Guangzhou Economic and Technological
Development District, Guangzhou, PRC

Email: ir@chinaconsun.com
Tel: (86) 20-82264529
Fax: (86) 20-82261886

Attention: Company Secretary
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To put forward proposals at a general meeting of the
Company, a shareholder should lodge a written notice of his
or her proposal (“Proposal”) with his or her detailed contact
information at the Company’s principal place of business in
Hong Kong, the address is: 22nd Floor, World-Wide House,
19, Des Voeux Road Central, Hong Kong.

The request will be verified with the Company’s branch share
registrars in Hong Kong and upon their confirmation that the
request is proper and in order, the Board will be asked to
include the Proposal in the agenda for the general meeting.

The notice period to be given to all the shareholders for
consideration of the Proposal raised by the shareholder
concerned at the general meeting varies according to the
nature of the Proposal as follows:

(1) At least 14 days’ notice in writing if the Proposal
requires approval by way of ordinary resolution of the
Company.

(2) At least 21 days’ notice in writing if the Proposal
requires approval by way of a special resolution of the
Company in an EGM of the Company or an ordinary
resolution of the Company in an annual general meeting
of the Company.

INVESTOR RELATIONS AND COMMUNICATION

The Board recognises the importance of good communications
with all shareholders. The Company believes that maintaining
a high level of transparency is a key to enhance investor
relations. The Company is committed to a policy of open and
timely disclosure of corporate information to its shareholders
and public investors.
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The Company updates its shareholders on its latest business
developments and financial performance through its corporate
publications including interim and annual reports and public
announcements. Extensive information about the Company’s
activities for the year ended 31 December 2019 has been
provided in this annual report. While the annual general
meeting provides a valuable forum for direct communication
between the Board and its shareholders, the Company also
maintains its website (http://www.chinaconsun.com) to provide
an alternative communication channel for the public and its
shareholders. All corporate communication and Company’s
latest updates are available on the Company's website for
public’s information.

During the year ended 31 December 2019, there has been no
significant change in the Company’s constitutional documents.

Hong Kong, 23 March 2020
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The Board of the Company are pleased to present the annual
report together with the audited consolidated financial
statements (the “Financial Statements”) of the Group for the
year ended 31 December 2019.

PRINCIPAL ACTIVITIES AND BUSINESS REVIEW

The principal activity of the Company is investment holding
and those of the principal subsidiaries of the Company are set
out in note 14 to the Financial Statements.

Further discussion and analysis of these activities as required
by Schedule 5 to the Hong Kong Companies Ordinance,
including a discussion of the principal risks and uncertainties
facing the Group and an indication of likely future
developments in the Group’s business, can be found in the
Chairman’s statement and the Management Discussion and
Analysis set out on pages 5 to 15 and pages 17 to 29 of this
annual report, which form part of this director’s report.

IMPAIRMENT LOSS ON GOODWILL AND INTANGIBLE
ASSETS

In 2019, the Group has recognised full impairment loss in
respect of the goodwill (with book value of approximately
RMB321 million) and partial impairment loss of approximately
RMBS5 million in respect of trademark under intangible assets
related to the Yulin Pharmaceutical Segment.
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The main underlying reasons for the acquisitions of Yulin
Pharmaceutical Group by the Group from 2015 to 2016 were
that Yulin Pharmaceutical Group possesses core brand values
and its key products are conducive to the enhancement
and optimization of the market layout of the Consun
Pharmaceutical Segment, which would in turn complement the
Group’s existing products to meet customers’ needs, enrich
the product portfolio and further enhance the Group’s overall
market strengths and competitive advantages. Furthermore,
the acquisitions could consolidate the resources of the
Consun Pharmaceutical Segment and the Yulin Pharmaceutical
Segment in various aspects such as marketing, innovative
research and development, production and manufacturing
and supply chain, thereby realizing complementary effect and
synergy of their advantages.

Prior to the acquisitions, the Company had performed sufficient
and reasonable due diligence under the direction of the then
Directors at the material time, including, among other things,
reviewing the information collected from Yulin Pharmaceutical
Group regarding its financial position and discussions
with the management of Yulin Pharmaceutical Group. The
considerations paid by the Group for the acquisitions of Yulin
Pharmaceutical Group (the “Considerations”) were arrived
after arm’s length negotiation between the Company and the
respective vendors with reference to, inter alia, the brand
of Yulin Pharmaceutical Group, the business development,
market conditions and prospects of the industry in which
Yulin Pharmaceutical Group operates. In light of the above,
the then Directors considered that the acquisitions of Yulin
Pharmaceutical Group were fair and reasonable and in
the interests of the Company and the shareholders of the
Company as a whole. According to the HKAS, the Group
identified certain intangible assets upon in the business
combination with Yulin Pharmaceutical Group, including the
patent and the trademark with indefinite useful life. At the
same time, the Group recognized goodwill which represented
the excess of the Considerations over the portion attributable
to the Group of the net fair value of Yulin Pharmaceutical
Group's identifiable assets and liabilities measured as at the
acquisition date.
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The Group performs impairment test for goodwill and
intangible assets (including trademark rights) annually
in strict compliance with the relevant HKAS. In 2016, the
Group referred to the valuation report on the fair value of the
shareholders’ equity interests of Yulin Pharmaceutical Group
as at the acquisition date (i.e. 19 July 2016) issued by, Jones
Lang LaSalle Corporate Appraisal and Advisory Limited
(the “Independent Valuer”) as the basis of its impairment
test. Since 2017, the Group has engaged the Independent
Valuer to conduct valuation on the recoverable amount of
the Yulin Pharmaceutical Segment and issue the relevant
valuation report every year. The revenue and profit of Yulin
Pharmaceutical Group grew rapidly during 2016 and 2017.
Revenue growth of Yulin Pharmaceutical Group slowed down
in 2018, which was determined as only a short-term fluctuation
at that time. According to the impairment test of 2018, the
recoverable amount of Yulin Pharmaceutical Segment was
higher than its net book value and no impairment loss was
recognized.

In 2019, traditional Chinese medicine OTC market experienced
intensifying competition, combined with weakening demand
and the impact of the integration of domestic retail and chain
drugstore channels of Yulin Pharmaceutical Group in the PRC
leading to a drop in the sales of Yulin Pharmaceutical Group.
In the first half of 2019,
found that Yulin Pharmaceutical Group’s domestic retail and
chain drugstore channels decreased in the more intensifying
competitive market due to insufficient marketing. However,
considering that (i) the overall deviation was still acceptable
taking into account the seasonality at that time and (ii)
Yulin Pharmaceutical Group has also implemented various

revenue growth stagnated. It was

improvement measures to achieve the original performance
expectations, the management considered that the measures
were appropriate and the performance recovery could be
expected. On the said basis, the Group made a reasonable
calculation of the expected return from Yulin Pharmaceutical
Segment, which indicated that there was no significant

impairment risk on goodwill at that time.
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In light of the above, the Group has made structural
adjustments to pricing strategies of certain products of Yulin
Pharmaceutical Group and also reformed Yulin Pharmaceutical
Group in terms of marketing strategies, distribution network
and management team. Measures have been taken to
restructure and integrate Yulin Pharmaceutical Group’s
distribution network (including but not limited to reallocation
and concentration of marketing resources to retail outlets with
better sales performance, establishing strategic cooperation
with chain drugstores and identifying new customers),
which however caused temporary interruptions to sales with
existing customers and needed further time to be effective
in developing the reformed distribution network. The sales
of the Yulin Pharmaceutical Segment in 2019 decreased by
approximately 48% as compared with 2018. In addition, it
is expected that there will be greater uncertainties on the
overall operating environment and market trend due to the
complicated and changing macroeconomic environment
and the continuous standardization and integration of the
pharmaceutical industry in the PRC. The management of
the Group thus lowered the cash flow forecast of Yulin
Pharmaceutical Group for the next five years and also
engaged Jones Lang LaSalle Corporate Appraisal and
Advisory Limited as the independent valuer to value the
recoverable amount of the cash-generating units of Yulin
Pharmaceutical (“Yulin CGU”).

The Independent Valuer determined the value in use of the
selected assets employed in Yulin CGU as at 31 December
2019 (“2019 Annual Valuation”) by applying discounted cash
flow method under income approach, based on the budget
prepared and approved by the management. In accordance
with Hong Kong Accounting Standard 36 (HKAS 36), value in
use is defined as “the present value of the future cash flows
expected to be derived from an asset or cash-generating
unit”. As Yulin CGU consists of revenue-producing assets, the
economic benefits that can be derived from the employment
of those assets have been considered. The discounted cash
flow method is the appropriate approach to capture the
future economic benefits of the assets as it eliminates the
discrepancy in the time value of money by using a discount
rate to reflect all business risks including intrinsic and extrinsic
uncertainties in relation to the operation of Yulin CGU.
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The 2019 Annual Valuation is based on the following key
assumptions and value of inputs:

1) the projected cash flow from 31 December 2019 to 31
December 2024 (the “Forecast Period”) on management
expectation of future business performance and prospects
of Yulin CGU;

2) the revenue growth rate of 10.0% to 25.0% (2018:
10.0% to 18.0%)1 for the Forecast Period, which was
determined based on the assumption of the effective
implementation of the business and operation plans,
marketing strategies and improvement measures
taken by the management of Yulin Pharmaceutical
Group and taking into consideration the potential
growth in the unit price of each major product by
referring to relevant market size and volume. Given the
actual sales revenue of Yulin Pharmaceutical Group
decreased by approximately 48% as compared with
that of 2018, resulting in a lower valuation benchmark,
the management of Yulin Pharmaceutical Group is of
the view that higher revenue growth rates should be
adopted in the 2019 Annual Valuation so as to more
truly reflect the prospects of Yulin Pharmaceutical
Group. Despite the increase in growth rate of revenue,
year-on-year downward adjustment of approximately
50% has been made for the annual sale revenue during
the Forecast Period;
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3)

the net profit margin of 13.7% to 18.7% (2018:
19.1% to 20.3%) for the Forecast Period, which was
determined based on the management’s estimation on
the production costs, sales expenses, administrative
expenses and tax expenses with reference to historical
management accounts and operational and market
information in relation to the business of Yulin CGU.
The production costs were determined after taking
into consideration the characteristics of production
process, the expected fluctuation of raw material
prices, the potential effect from change of production
scale and the expected depreciation and amortisation.
The sales expenses were determined after taking
into consideration the marketing attributes, historical
operation, operation efficiency and expense breakdown.
The administrative expenses were determined after
taking into consideration the historical operation,
operation efficiency and expense breakdown. The tax
expenses were determined after taking into account the
applicable taxes and surcharges;

the post-tax discount rate of 13.50% (2018: 11.03%)
was calculated based on the weighted average cost
of capital representing the weighted average return
attributable to all of the operating assets of Yulin CGU,
which was derived from the cost of equity and cost of
debt. The cost of equity is calculated using the Capital
Assets Pricing Model based on the risk-free rate (with
reference to the yield of China government bond), the
equity risk premium of 4.88% (2018: 2.10%, being the
difference between the rate of return of the stock market
and the risk-free rate), the small company risk premium
(with reference to research results of international
financial consulting firms), the relevered beta (with
reference to the average unlevered beta and average
debt to equity ratio of market comparable companies
engaging in similar industries) and the company income

3)
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tax rate in China. The cost of debt is calculated using
the standard long-term (for loans with a term of over
five years) lending rate quoted by the People’s Bank of
China per annum, after tax; the pre-tax discount rate of
16.29% (2018: 13.70%) was determined by an iterative
computation so that the value in use determined using
pre-tax cash flows and a pre-tax discount rate equals
the value in use determined using post-tax cash flows
and a post-tax discount rate; and

5) the long-term growth rate beyond the Forecast Period
was 3.0% (2018: 3.0%), which was with reference to the
average of historical year-on-year growth rates of China
consumer prices index.

The Board is of the view that the value of inputs are
appropriate, fair and reasonable after considering that (a)
given the industry experience, market strengths, competitive
advantages and historical track record of growth of Yulin
Pharmaceutical Group, the probability of the effective
implementation of the business and operation plans,
marketing strategies and improvement measures taken by
the management of Yulin Pharmaceutical Group is sound;
(b) the management’s estimation on the production costs,
sales expenses, administrative expenses and tax expenses
accords with the actual operation conditions and historical
management accounts; and (c) after the discussion with
the Independent Valuer and the review on valuation report,
no major factors have been identified which caused us to
doubt the fairness and reasonableness of the methodology,
assumptions and parameters adopted in the valuation.

As the recoverable amount of Yulin CGU in the 2019 Annual
Valuation is less than the carrying amount of Yulin CGU,
the Group recognised impairment loss on goodwill of
RMB320,647,000 and intangible assets of RMB5,489,000.
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RESULTS AND APPROPRIATIONS

The Group’s annual results for the year ended 31 December
2019 and its state of affairs as at 31 December 2019 are set
out in the Financial Statements on pages 100 to 227.

The Company paid an interim dividend of HKDO.1 per share
in 2019, totally approximately RMB75,640,000 (2018 interim
dividend: Nil). The Board proposed to declare a final dividend
of HKDO.1 per share, totally approximately RMB74,689,000
for the year ended 31 December 2019 (2018 final dividend:
HKDO0.20 per share, totally approximately RMB146,288,000).
The proposed final dividend is subject to approval by the
shareholders of the Company at the annual general meeting to
be held on Friday, 29 May 2020 and, if approved, is expected
to be paid on or about Friday, 19 June 2020 to shareholders
whose names appear on the register of members of the
Company on Friday, 12 June 2020. The final dividend is
declared and will be paid in HKD.

DONATIONS

During the year ended 31 December 2019, charitable
and other donations made by the Group amounted to
approximately RMB123,000 (2018: approximately RMB30,000).
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DIVIDEND POLICY

According to the Company’s Articles of Association, the
Company may declare and pay dividends out of our
distributable reserves as permitted under the relevant law.
The payment and the amount of any dividends will depend
on the results of the Group’s operations, cash flow, financial
condition, statutory and regulatory restrictions on the payment
of dividends, future prospects and other factors that the
Board may consider relevant. A decision to distribute any
interim dividend or recommend any final dividend will be
at the discretion of the Board. In addition, any payment of
final dividend will be subject to approval by the Company’s
shareholders. The Board reviews the Company’s dividend
policy from time to time in light of the following factors in
determining whether dividends are to be declared and paid:

- financial results of the Group;
- shareholders’ interests;

- general business conditions, strategies and future
expansion needs;

- the Company’s capital requirements;

- the payment by the subsidiaries of cash dividends to
the Company;

- possible effects on liquidity and financial position of the
Group; and

- other factors the Board may consider relevant.
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FIVE-YEAR FINANCIAL SUMMARY

A summary of the results and assets and liabilities of the
Group for the last five financial years ended 31 December
2015 to 2019 is set out on page 228. This summary does not
form part of the Financial Statements.

SHARE CAPITAL

Details of changes in share capital of the Company during
the year of 2019 are set out in note 24(d) to the Financial
Statements.

DISTRIBUTABLE RESERVES

As at 31 December 2019, the Company’s distributable
reserves, calculated in accordance with the Companies Law
Cap. 22 (Law 3 of 1961, as consolidated and revised) of
the Cayman Islands, amounted to RMB615,178,000 (2018:
RMB274,029,000).

MAJOR CUSTOMERS AND SUPPLIERS

The Group maintains good business relationships with its
suppliers and customers, which are beneficial for the Group's
healthy long-term development.

For the year of 2019, the aggregate sales attributable to the
Company’s five largest customers, including sales to entities
which are known to the Group to be under common control
with these customers, accounted for approximately 56% of
the total revenue for the year; sales to the largest customer
accounted for approximately 26% thereof. The aggregate
purchases attributable to the Company'’s five largest suppliers
accounted for approximately 47% of the total purchase for
the year; purchases from the largest supplier accounted for
approximately 19% thereof.

To the best knowledge of the Directors, none of the Directors,
their associates or any shareholders who owned more than
5% of the Company'’s issued share capital had any beneficial
interest in any of the Group’s five largest customers or
suppliers during the year.
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SUBSIDIARIES, ASSOCIATED COMPANIES AND
JOINTLY CONTROLLED COMPANIES

Details of the major subsidiaries of the Group are set out in
note 14 to the Financial Statements.

PROPERTIES, PLANT AND EQUIPMENT AND LEASE
PREPAYMENTS

Details of changes in the Group’s investment property, other
property, plant and equipment and land use rights during
the year of 2019 are set out in notes 9 to 11 to the Financial
Statements.

CAPITAL EXPENDITURE

During the year of 2019, the Group’s total capital expenditure
amounted to RMB141,208,000 (2018: RMB200,789,000) which
was used for acquisition of other property, plant and equipment
and land use rights. Details of movements the Group’s other
property, plant and equipment and land use rights are set out in
notes 10 and 11 to the Financial Statements.

LOANS AND BORROWINGS

Details of the Group’s loans and borrowings as at 31
December 2019 are set out in note 20 to the Financial
Statements.
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DIRECTORS AND DIRECTORS’ SERVICE
CONTRACTS

The Directors of the Company who hold office during the year
and up to the date of this report are:

Executive Directors

Mr. AN Yubao (Chairman)

Ms. LI Qian (Vice Chairlady, Chief Executive Officer)
Professor ZHU Quan

Mr. TANG Ning

Independent Non-executive Directors

Mr. SU Yuanfu

Mr. FENG Zhongshi

Ms. CHEN Yujun (appointed on 31 May 2019)

Ms. CHENG Xinxin (Resigned, effective from 31 May 2019)

Each of the Directors has entered into a letter of appointment
with the Company for an initial term of three years from the
date of appointment, automatically renewable for a further one
year subject to director’s rotation pursuant to the Articles of
Association of the Company and can be terminated by not less
than three months’ notice in writing served by either party on
the other. None of the Directors has a service contract which
is not determinable by the Company or any of its subsidiaries
within 1 year without payment of compensation, other than
statutory compensation.

The Company has received annual confirmation on
independence from each of the independent non-executive
Directors pursuant to Rule 3.13 of the Listing Rules and all of
them are considered to be independent.
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In accordance with the Company’s Articles of Association, one
third of the existing Directors shall retire from office at each
annual general meeting. Accordingly, Mr. TANG Ning, Mr.
SU Yuanfu and Mr. FENG Zhongshi shall retire from office at
the forthcoming annual general meeting. Except for Mr. Tang
who wants to devote more time to his family and has resigned
from the position of an executive Director of the Company with
effect upon the conclusion of the forthcoming annual general
meeting, Mr. Su and Mr. Feng, being eligible, offer themselves
for re-election at the forthcoming annual general meeting.

DIRECTORS’ INTERESTS IN TRANSACTIONS,
ARRANGEMENTS AND CONTRACTS OF
SIGNIFICANCE

There was no transaction, arrangement or contract of
significance to which the Company or any of its subsidiaries
was a party and in which a Director or an entity connected
with a Director had a material interest subsisted at the end of
the year or at any time during the year.

BIOGRAPHIES OF DIRECTORS AND SENIOR
MANAGEMENT

Biographical details of the Directors and senior management
of the Group are disclosed in the section headed “Directors
and Senior Management Profile” on pages 30 to 39 of this
annual report.

MANAGEMENT CONTRACTS

No contract concerning the management and administration
of the whole or any substantial part of the business of the
Company has been entered into or existed during the year.
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NON-COMPETITION UNDERTAKING BY
CONTROLLING SHAREHOLDERS

Each of Mr. AN Yubao, the chairman of the Board, Ms. LI
Qian, the vice chairlady of the Board, and Mr. YOUNG Wai
Po, Peter (collectively, the “Controlling Shareholders” or
“Non-Competing Covenantors”) entered into a deed of
non-competition (“Deed of Non-Competition”) on 2 December
2013, pursuant to which the Non-Competing Covenantors
have irrevocably and severally (but not jointly and severally)
undertaken to the Company (for itself and for the benefit of
each of the members of the Group) that with effect from the
date of Listing and for as long as the shares of the Company
remain so listed on the Stock Exchange and the Controlling
Shareholders are individually or collectively with any of his/
its associates interested directly or indirectly in not less than
30.0% of the issued ordinary share capital of the Company
(the “Restricted Period”), the Non-Competing Covenantors or
their respective associates shall not, (i) directly or indirectly
engage, participate or hold any right or interest in or render
any services to or otherwise be involved in any business
(whether as owner, director, operator, licensor, licensee,
partner, shareholder, joint venturer, employee, consultant or
otherwise) in competition with or likely to be in competition
with the existing business carried on by the Group (the
“Restricted Business”); and (ii) directly or indirectly take any
action which constitutes an interference with or a disruption
of the Restricted Business including, but not limited to, (a)
solicitation of any existing or then existing employees of the
Group for employment by them or their associates (excluding
the Group); (b) solicitation of any current or then current
customers and/or suppliers and/or former customers and/
or suppliers of the Group for the preceding 6 months at the
relevant time away from the Group; and (c) without the consent
from the Company, making use of any information pertaining
to the business of the Group which may have come to their
knowledge in their capacity as Substantial Shareholders for
the purpose of engaging, investing or participating in any
Restricted Business. Each of the Non-Competing Covenantors
severally (but not jointly and severally) undertakes to the
Company (for itself and for the benefit of each of the members
of the Group) that, in respect of any order or any part of it
undertaken or proposed to be undertaken by him/her or his/
her associates for the Restricted Business, it shall and shall
procure that his/her associates shall, unconditionally use
reasonable endeavours to procure that such customer(s) to
appoint or contract directly with any member of the Group for
the Restricted Business under the relevant order.
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Each of the Non-Competing Covenantors jointly and
severally undertakes to indemnify and keep indemnified the
Group against any damage, loss or liability suffered by the
Company or any other member of the Group arising out of
or in connection with any breach of its undertakings and/
or obligations under the Deed of Non-Competition, including
any costs and expenses incurred as a result of such breach
provided that such indemnity shall be without prejudice to
any other rights and remedies the Company is entitled to in
relation to any such breach, including specific performance,
and all such other things and remedies are hereby expressly
reserved by the Company.

Each of the Controlling Shareholders has confirmed to
the Company of his/its compliance with the Deed of
Non-Competition provided to the Company until (i) the date on
which the Company’s shares cease to be listed on the Stock
Exchange; or (ii) the date on which the relevant Covenantor
and his/its associates cease to own 30% or more of the then
issued share capital of the Company directly or indirectly;
whichever occurs first.

The independent non-executive Directors of the Company had
reviewed the status of compliance as well as confirmation by
the Controlling Shareholders of the Company and, on the basis
of such confirmation, are of the view that such Controlling
Shareholders have complied with their non-competition
undertakings under the Deed of Non-Competition and these
non-competition undertakings have been enforced by the
Company in accordance with its terms.

CONNECTED TRANSACTIONS

The Company did not enter into any transactions which
constitute non-exempt connected transactions within the
meaning of the Listing Rules during the year of 2019.
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SHARE OPTION SCHEME

The Company’s existing Share Option Scheme was approved
for adoption on 2 December 2013 for the purpose to provide the
Company with a flexible means of giving incentive to, rewarding,
remunerating, compensating and/or providing benefits to eligible
participants and for such other purposes as the Board approve
from time to time. Subject to the terms of the Share Option
Scheme, the Board may, at their absolute discretion, grant or
invite any person belonging to any of the following classes
to take up options to subscribe for shares: (a) any employee,
supplier/service provider, customer, partner or joint-venture
partner of the Group (including any director, whether executive
and whether independent or not, of the Group) who is in full-time
or part-time employment with the Company or any subsidiaries,
(b) any person who have contributed or may contribute to the
Group. The total number of share which may be issued upon
exercise of all options to be granted under the Share Option
Scheme and any other share option schemes of the Company
must not exceed 10% of the total number of shares in issue on
the date of Listing unless the Company seeks the approval of
the shareholders in general meeting for refreshing the 10% limit
under the Share Option Scheme provided that options lapsed in
accordance with the terms of the Share Option Scheme or any
other share option schemes of the Company will not be counted
for the purpose of calculating 10% limit.

The principal terms of the Share Option Scheme are
summarised as follows:

The exercise price per share of the Company for each option
granted shall be determined by the Board in its absolute
discretion but in any event shall be at least the higher of:

(1) the closing price of the shares as stated in the daily
quotations sheets issued by the Stock Exchange on the
date of offer for the grant of option (“Date of Grant”)
which must be a trading day;

(2) the average closing price of the shares as stated in the
daily quotations sheets issued by the Stock Exchange
for the five trading days immediately preceding the
Date of Grant; and

(3) the nominal value of the shares on the Date of Grant.
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Upon acceptance of the options, the grantee shall pay
HKD1.00 to the Company as consideration for the grant. The
acceptance of an offer of the grant of the option must be
made within the date as specified in the offer letter issued
by the Company. The exercise period of any option granted
under the Share Option Scheme shall not be longer than 10
years commencing on the date of grant and expiring on the
last day of such 10-year period subject to the provisions for
early termination as contained in the Share Option Scheme.
The maximum number of shares issued and to be issued upon
exercise of the options granted and to be granted to each
grantee under the Share Option Scheme (including exercised,
cancelled and outstanding options) in any 12-month period
shall not exceed 1% of the total number of shares in issue.
Any further grant of options in excess of this 1% limit shall
be subject to issuance of a circular by the Company and
approved by its shareholders in accordance with the Listing
Rules.
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Details of share options outstanding during the year are as FRHEARITERERZEFBLOT ¢
follows:
Outstanding Outstanding
as at Granted  Exercised  Cancelled Expired as at
1 January during during during during 31 December
2019 the year the year the year the year 2019
20195 R2019%
1818 128318
HATE ERRH Enfrk Epas EREH HATE
000 '000 '000 '000 000 '000
i i i i i i
Share options with exercise TEBAc6HETHERE
price of HKD6.64
Directors EZ
Mr. AN Yubao ZHERLE 6,000 - - - - 6,000
Ms. LI Qian L 6,000 - = = - 6,000
Professor ZHU Quan REHR 1,200 - - - - 1,200
Mr. TANG Ning EERE 349 - - - - 349
Employees &
In aggregate 5t 6,532 - - = - 6,532
_____________________________________________________________ gafe - . - - A
Share options with exercise TEEBLOIETNERE
price of HKD4.01
Directors gz
Mr. AN Yubao ZHRLLE 4,000 - - - - 4,000
Ms. LI Qian Rt 4,000 - - - - 4,000
Professor ZHU Quan FEYR 1758 - - = (470) 1288
Mr. TANG Ning EERE 1157 = - - (216) 941
Employees L]
In aggregate &5 23,967 = (693) - (3,380) 19,894
_____________________________________________________________ SRR e e
Share options with exercise TEERAAT6ETNERE
price of HKD4.476
Directors gz
Mr. AN Yubao ZHERA - 8,750 - - - 8,750
Ms. LI Qian Rzt - 8,750 - - - 8,750
Professor ZHU Quan REHR - 800 - - - 800
Mr. TANG Ning EELA - 1,300 - - - 1,300
Employees 8
In aggregate E25) - 43,400 - - (3.720) 39,680
- 63,000 - - (3,720) 59,280
54,963 63,000 (693) - (7,786) 109,484

The share options outstanding at 31 December 2019 had
a weighted average exercise price of HKD4.79 and a

weighted-average remaining contractual life of 7.1 years.
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As at the date of this report, totally 103,020,466 ordinary
shares were available for issue under the Share Option
Scheme, which represented approximately 11.9% of the total
issued shares of the Company as at the date of this report.

Apart from the aforesaid share option schemes, at no time
during the year ended 31 December 2019 was any of the
Company or its subsidiaries a party to any arrangement to
enable the Directors to acquire benefits by means of the
acquisition of shares in, or debentures of, the Company or
any other body corporate, and none of the Directors, or their
spouses or children under the age of 18, had any right to
subscribe for the shares in, or debentures of, the Company, or
had exercised any such right.

SHARE AWARD SCHEME

The Board of the Company had adopted a Share Award
Scheme (“Share Award Scheme”) on 21 July 2014 as a means
to recognise the contributions by the selected employees and
provide them with incentives in order to retain them for the
continual operation and development of the Group and attract
suitable personnel for the further development of the Group.

Pursuant to the Share Award Scheme, the selected employees
may be granted during the duration of the Share Award
Scheme an award in the form of awarded shares (“Awarded
Shares”). Awarded Shares will be purchased by the trustee
of the Company (“Trustee”) on the market out of cash
contributed by the Company and be held on trust for the
selected employees until such shares are vested on them in
accordance with the provisions of the Share Award Scheme.
The Board shall not make any further award of Awarded
Shares which will result in the nominal value of the shares
awarded by the Board under the Share Award Scheme
exceeding 10% of the issued share capital of the Company
from time to time. The maximum number of shares which may
be awarded to a selected employee under the Share Award
Scheme shall not exceed 1% of the issued share capital of the
Company from time to time.

78 CONSUN PHARMACEUTICAL GROUP LIMITED EREAFXSEARAA

AARRE HE - 4 4£103,020,466 0% T i@ A5 7]
REBRREETEIE 3217 RRARARAREH
HAE B TR D 48 2 4911.9% ©

bBr Dt BEARREST SIS - MBIE 20195612 A31H
IFFEAEMERE - AARSKEMBARERN—F
BEKATALZHENETNR @ BUFEESEBIK
B AR A Al sk (] B AR A B BB A9 AR 15 sk & #E 78 1T
BF - MEARES - ERESIRM 18R T
ZHERBARRRM K EEZHEAEFHE
FT{EE( B AR o

12 82 b=t &

RARERER2014F7 B21 BERA T —ERH
HEEE ([ROEBTE])  URFEEESE
HEE R LA E 526 - MR RERALRERR
BRERTEEU  WAAEEE—SERRS
BEANT o

RIBZ I R &) - E R & A At Rt
S HRm R R A ([EmAR 4 ) o H 22
ARAFZFEA ([ZFEA] BRTIHZARRAHHR
THABEEBRD - XRRERREEAEEN
ABARBED  BEZXSRONBERN RE
EXEBTRESL - WXL EBROD KB
SEeRERNZEFERIVBMEEBLA
REATKZEHTRAN10%  AIEESTFHE
REBRD - 3 E&EERERD EZE)EEA]
ERNSESENBE MBEARR TR ZEH
TTRARA1% o



As at 31 December 2019, 19,798,000 ordinary shares were
held by the Trustee under the Share Award Scheme, among
which 19,698,000 shares were held on behalf of the Company
while the remaining 100,000 shares were held on behalf of
certain employees.

DIRECTORS’ AND CHIEF EXECUTIVES’ INTERESTS
OR SHORT POSITIONS IN SHARES, UNDERLYING
SHARES AND DEBENTURES

As at 31 December 2019, the Directors and chief executives
of the Company had the following interests or short positions
in the shares, underlying shares and debentures of the
Company, its group members and/or associated corporations
(within the meaning of Part XV of the Securities and Futures
Ordinance (“SFO”)), as 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:
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Approximate

Name of Director

Nature of Interest and Capacity

Number and Class
of Securities®

Percentage of
Shareholding

ESHE ERtMtER SR EHEARERHO BMARET DL
AN Yubao® Beneficial owner 28,555,817 Shares (L) 3.30%(L)
ZHE® EREAA 28,555,817 [%(L)
AN Yubao® Founder of a discretionary trust 197,324,000 Shares (L) 22.80%(L)
ZHIEO MIBEFEZKILA 197,324,000% (L)
Sub-total 225,879,817 Shares (L) 26.10%(L)
et 225,879,817 % (L)
LI Qian® Beneficial owner 25,145,261 Shares (L) 2.90%(L)
5@ EREAA 25,145,261 % (L)
LI Qian® Interest of controlled corporation 127,048,000 Shares (L) 14.68%(L)
5 R EEER 127,048,000 % (L)
Sub-total 152,193,261 Shares (L) 17.58%(L)
Nat 152,193,261A%(L)
ZHU Quan® Beneficial owner 3,287,700 Shares (L) 0.38%(L)
KEO EnEBA 3,287,700%(L)
TANG Ning® Beneficial owner 2,589,600 Shares (L) 0.30%(L)
EE® EnEAA 2,589,600 %(L)
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Notes:

(1) The letter “L” denotes the Directors’ long position in the shares
of the Company or the relevant associated corporation.
2) Including shares in relation to 18,750,000 share options,
18,750,000 share options, 3,287,700 share options and
2,689,600 share options granted to Mr. AN Yubao, Ms. LI Qian,
Professor ZHU Quan and Mr. TANG Ning respectively under
the Share Option Scheme adopted on 2 December 2013.
(3) The entire issued share capital of Central Success
Developments Limited (“Central Success’) is owned by Aali
Resources Limited. Aali Resources Limited is held in the name
of BOS Trustee Limited as a trustee of a discretionary trust, of
which Mr. AN Yubao is the founder. Therefore, Mr. AN Yubao
is deemed to be interested in all the Shares held by Central
Success under the provisions of SFO.
(4) The entire issued share capital of Double Grace International
Limited (“Double Grace”) is owned by Ms. LI Qian, therefore,
Ms. LI Qian is deemed to be interested in all the Shares held
by Double Grace under the provisions of SFO.

Save as disclosed above, as at 31 December 2019, none of
the Directors and chief executives of the Company had any
other interests or short positions in any shares, underlying
shares or debentures of the Company, any of its group
members or its associated corporations (within the meaning of
Part XV of the SFO) which were notified to the Company and
the Stock Exchange pursuant to Divisions 7 and 8 of Part XV
of the SFO (including interests or short positions which they
were taken or deemed to have under such provisions of the
SFO), or which were required, pursuant to Section 352 of the
SFO, to be entered in the register referred to therein, or which
were required, pursuant to the Model Code.
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SUBSTANTIAL SHAREHOLDERS’ INTERESTS AND/
OR SHORT POSITION IN SHARES AND UNDERLYING
SHARES OF THE COMPANY

As at 31 December 2019, so far as was known to the
Directors, the following persons/entities (other than the

Report of Directors
EEaRE

FERRRAQARGRAABERD P2 #Em
R/ SRHKR

R2019F 128318 » iEEZFRHM U AL
ERE(BEFHARIEETHRASRIN) REAR

Directors or chief executives of the Company) had, or were &l HEBKE QR KR/ siBESAE 2 I {48
deemed to have, interests or short positions in the shares or RN T - EAIBRAEERERZFRNE
underlying shares of the Company, its group members and/ &BIEXVEBEHE2 K FEI D EBIECAM AR AH#H &
or associated corporations which would fall to be disclosed to E’JTE& ‘B B RAREBERS KARGE
the Company under the provisions of Divisions 2 and 3 of Part  336{§ AR RIATFTEMNELMANERIAR
XV of the SFO, or which were recorded in the register required
to be kept by the Company under Section 336 of the SFO:
Approximate

Number and Class Percentage of
Name of Shareholder Nature of Interest and Capacity of Securities Shareholding
BRREEHE ERMtER SR BEHBERERO BARERSE
Guidoz Limited® Beneficial owner 110,050,000 shares (L) 12.71%(L)
Guidoz Limited® EREAA 110,050,0008% (L)
YOUNG Wai Po, Peter® Interest of controlled corporation 110,050,000 shares (L) 12.71%(L)
BEE@ X EE R 110,050,000 8% (L)
BOS Trustee Limited® Trustee 197,324,000 Shares (L) 22.80%(L)
BOS Trustee Limited® XFEA 197,324,0000% (L)
Aali Resources Limited® Interest of controlled corporation 197,324,000 Shares (L) 22.80%(L)
Aali Resources Limited® TR EAE R 197,324,000 8% (L)
Central Success® Beneficial owner 197,324,000 shares (L) 22.80%(L)
R ® BEREAA 197,324,0008% (L)
Double Grace® Beneficial owner 127,048,000 shares (L) 14.68%(L)
Double Grace! EREAA 127,048,0008% (L)
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Notes:

(1) The letter “L” denotes the person’s long position in the shares
of the Company or the relevant group member. The letter
“S” denotes the person’s short position in the shares of the

Company or the relevant group member.

2) The entire issued share capital of Guidoz Limited is legally and
beneficially owned by Mr. YOUNG. By virtue of the SFO, Mr.
YOUNG is deemed to be interested in all the Shares held by
Guidoz Limited.

(3) The entire issued share capital of Central Success is owned by
Aali Resources Limited. Aali Resources Limited is held in the
name of BOS Trustee Limited as a trustee of a discretionary
trust, of which Mr. AN Yubao is the founder. Therefore, Mr. AN
Yubao is deemed to be interested in all the Shares held by

Central Success under the provisions of SFO.

(4) The entire issued share capital of Double Grace is legally
and beneficially owned by Ms. LI. By virtue of the SFO, Ms. LI
is deemed to be interested in all the Shares held by Double

Grace.

Save as disclosed above, as at 31 December 2019, the
Directors were not aware of any other persons/entities (other
than the Directors and chief executive of the Company) who
had interests or short positions in the shares or underlying
shares of the Company, its group members or associated
corporations which would fall to be disclosed to the Company
under the provisions of Divisions 2 and 3 of Part XV of the SFO
or which were recorded in the register required to be kept by
the Company under Section 336 of the SFO.

COMPETITION AND CONFLICT OF INTERESTS

During the year ended 31 December 2019, none of the
Directors or Controlling Shareholders of the Company or any
of their respective associates has engaged in any business
that competes or may compete with the business of the Group
or has any other conflict of interests with the Group.
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PURCHASE, SALE OR REDEMPTION OF THE
COMPANY’S LISTED SECURITIES

In November 2017, the Company placed 43,585,680 shares
(with aggregate nominal value of HKD4,358,568) at the
placing price of HKD6.60 per share (the “Placing”). The net
proceeds from the Placing of approximately HKD284,439,000
was expected to be utilized for general working capital and
future investment of the Group as and when opportunities arise
as disclosed in the announcement of the Company dated 24
October 2017. Approximately HKD182,000,000 were used for
repayment of bank loans during the year ended 31 December
2018 and the remaining approximately HKD102,439,000 were
used for repayment of bank loans during the year ended 31
December 2019.

In 2019, the Company issued a total of 693,200 ordinary
shares at the consideration of HKD4.01 per share pursuant
to employees’ exercise of share options granted under Share
Option Scheme (adopted on 2 December 2013).

In 2019, the Company repurchased 10,352,000 shares of its
own ordinary shares through the Stock Exchange at a total
consideration of approximately HKD52,908,000 (approximately
RMB46,212,000) and all of these repurchased shares were
cancelled before the year end. For monthly breakdown of
repurchased shares, please refer to note 24(b)to the financial
statements.

Save for the above, neither the Company nor any of its
subsidiaries purchased, sold or redeem any of the Company’s
listed securities during the year ended 31 December 2019.

PRE-EMPTIVE RIGHTS

There is no provision for the pre-emptive rights under the
Company’s Articles of Association, or the laws of the Cayman
Islands, which would oblige the Company to offer new shares
on a pro-rata basis to existing shareholders.
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f%6.608 T ([BE]) - WAARRIBER2017
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PERMITTED INDEMNITY PROVISION

The Company has arranged for appropriate insurance cover
for Directors’ and officers’ liabilities in respect of legal actions
against its Directors and senior management arising out of
corporative activities. The permitted indemnity provision is in
force for the benefit of the Directors as required by section
470 of the Hong Kong Companies Ordinance when the
Report of the Directors prepared by the Directors is approved
in accordance with section 391(1)(a) of the Hong Kong
Companies Ordinance.

SUFFICIENCY OF PUBLIC FLOAT

Based on information that is publicly available to the Company
and within the knowledge of the Directors, the Company has
maintained the prescribed public float under the Listing Rules
during the year ended 31 December 2019.

CORPORATE GOVERNANCE REPORT

Details of the Group’s corporate governance practices can
be found in the Corporate Governance Report contained on
pages 40 to 59 in this annual report.

ANNUAL GENERAL MEETING

The annual general meeting will be held on Friday, 29 May
2020. Shareholders should refer to details regarding the
annual general meeting in the circular of the Company to be
issued in due course and the notice of the annual general
meeting and form of proxy accompanying thereto.
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CLOSURE OF THE REGISTER OF MEMBERS

To determine the eligibility of the shareholders of the Company
to attend the annual general meeting to be held on Friday, 29
May 2020, the Company’s register of members will be closed
from Tuesday, 26 May 2020 to Friday, 29 May 2020 (both
days inclusive), during which period no transfer of shares will
be effected. In order to be entitled to attend and vote at the
annual general meeting, all completed transfer documents
accompanied by the relevant share certificates must be
lodged with the Company’s Hong Kong branch share registrar,
Computershare Hong Kong Investor Services Limited, at
Shops 1712-1716, 17th Floor, Hopewell Centre, 183 Queen’s
Road East, Wanchai, Hong Kong, for registration not later than
4:30 p.m. on Monday, 25 May 2020.

In addition, to determine shareholders’ entitlement to the final
dividend, the Company’s register of members will be closed
from Tuesday, 9 June 2020 to Friday, 12 June 2020 (both days
inclusive). In order to qualify for the entitlements to the final
dividend, all completed transfers documents accompanied
by the relevant share certificates must be lodged with the
Company’s Hong Kong branch share registrar, Computershare
Hong Kong Investor Services Limited, at Shops 1712-1716,
17th Floor, Hopewell Centre 183 Queen’s Road East, Wanchai,
Hong Kong, not later than 4:30 pm on Monday, 8 June 2020.

AUDITORS

A resolution to re-appoint the retiring auditors, KPMG, is to be
proposed at the forthcoming annual general meeting of the
Company.

By order of the Board
Consun Pharmaceutical Group Limited

AN Yubao
Chairman and Executive Director

Hong Kong, 23 March 2020
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Independent Auditor’s Report
BY 2R E

e

Independent auditor’s report to the shareholders of
Consun Pharmaceutical Group Limited
(Incorporated in the Cayman Islands with limited liability)

OPINION

We have audited the consolidated financial statements of
Consun Pharmaceutical Group Limited (“the Company”) and
its subsidiaries (“the Group”) set out on pages 100 to 227,
which comprise the consolidated statement of financial position
as at 31 December 2019, the consolidated statement of profit
or loss, the consolidated statement of profit or loss and other
comprehensive income, the consolidated statement of changes
in equity and the consolidated cash flow statement for the year
then ended and notes to the consolidated financial statements,
including a summary of significant accounting policies.

In our opinion, the consolidated financial statements give a
true and fair view of the consolidated financial position of
the Group as at 31 December 2019 and of its consolidated
financial performance and its consolidated cash flows for the
year then ended in accordance with Hong Kong Financial
Reporting Standards (‘“HKFRSs”) issued by the Hong Kong
Institute of Certified Public Accountants (“HKICPA”) and have
been properly prepared in compliance with the disclosure
requirements of the Hong Kong Companies Ordinance.

BASIS FOR OPINION

We conducted our audit in accordance with Hong Kong
Standards on Auditing (“HKSAs”) issued by the HKICPA.
Our responsibilities under those standards are further
described in the Auditor’s responsibilities for the audit of the
consolidated financial statements section of our report. We are
independent of the Group in accordance with the HKICPA's
Code of Ethics for Professional Accountants (“the Code”)
together with any ethical requirements that are relevant to our
audit of the consolidated financial statements in the Cayman
Islands, and we have fulfilled our other ethical responsibilities
in accordance with these requirements and the Code. We
believe that the audit evidence we have obtained is sufficient
and appropriate to provide a basis for our opinion.
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KEY AUDIT MATTERS

Independent Auditor’s Report
By AR E

REESEE

Key audit matters are those matters that, in our professional FREAEETEFHEEBRBERMNZEELE - RELHAK
judgement, were of most significance in our audit of the HIGAPBHREANEIZAEENER - GLE
consolidated financial statements of the current period. These HERERFENFEEGAVBHRALLEE AR
matters were addressed in the context of our audit of the H#fTEREN - R TSHELEHIEHEBNE
consolidated financial statements as a whole, and in forming & °

our opinion thereon, and we do not provide a separate opinion

on these matters.

Revenue recognition: distributor arrangements

Refer to note 2 to the consolidated financial statements and the accounting policies in note 1(u).

BRHGE R EREMZ2 KA 1(u)) B 5 BR

The Key Audit Matter
HRESER

How the matter was addressed in our audit
RS NAERZEE

Revenue mainly comprises sales of
pharmaceutical products to a large number
of distributors throughout Mainland China.

WAFEBREMPBRARESMRZ LHEPIHE

e

Each year, the Group enters into
standardised agreements with its distributors
setting out the key terms of the distribution
arrangements (‘Distributor Agreements”),
including the terms of delivery and policies
for sales rebates and sales returns. Purchase
orders are then placed with the Group
and products are delivered to the location
designated by the distributor, at which point
the control of the goods are considered to
have been transferred to the distributor and
revenue is recognised at the point.
EEESFRAKLHBIYRE LRE  EF
ol HE ([ REBmER]) N E2ER - &
BREFIA R E R R IHEREHBUR °
KiEmARENESE TERBIE  ME®
AR EEETHE - B SmEflEE®R
BREEZETHBKHEMRARERER o

Our audit procedures to assess the recognition of revenue
from distributor arrangements included the following:

HMRFHERR K AR HB LN BRANETRFBREATERF

° assessing the design, implementation and operating
effectiveness of management’s key internal controls
which govern revenue recognition;

. AEERERERAERNARABEZNRA TR
BEBRIL

° inspecting Distributor Agreements, on a sample basis,
to understand the terms of the sales transactions,
including the terms of delivery, applicable rebates and
sales return arrangements and to assess the Group’s
revenue recognition criteria with reference to the
requirements of the prevailing accounting standards;

. MERELHE RS - ARREHERXINER (BERM -
BRERMNEEERERFNIRR) - URBZEBRITEHLER
BV TE ATk B SR E e A TERIR A
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KEY AUDIT MATTERS (Continued)

REETEE (&)

WATER  BHBZH (F)

Revenue recognition: distributor arrangements (Continued)

Refer to note 2 to the consolidated financial statements and the accounting policies in note 1(u).

BRI A AN 2 R 1(u) ) B FHBCE -

The Key Audit Matter
BERETER

How the matter was addressed in our audit

B E T A REZEE

We identified recognition of revenue from
distributor arrangements as a key audit
matter because revenue is one of the
key performance indicators of the Group
and therefore there is an inherent risk of
manipulation of the timing of recognition of
revenue by management to meet specific
targets or expectations.
BPRRERAREBLHALRHN M ABRARE
AEE RARKATLDESEERAS - KRAREK
WIER - BT 1L B T8 FE 15 1% FE TR LA A A5 4 JA
EBET AR HENES AR -

° for a sample of revenue transactions recorded just
before and after the year end, inspecting the related
goods delivery notes, which had been signed by the
distributors as evidence of their receipt of the goods,
to assess if the related revenue had been recognised
in the appropriate financial period on the basis of the
terms of sale as set out in the Distributor Agreements
and the terms of the purchase orders;

. ML R F S B ARABRNBRARZEARNS @ mEHEH
MERZXNRR(EHKHEEEE  EREKIEMNE
1) - ARHEARRR A S B IR R AR $H M 0 R P 8 8H & 1R 5
MR EMERNES TR A #ER

>§-‘L ]kjn}‘«
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KEY AUDIT MATTERS (Continued)

Independent Auditor’s Report
By AR E

HEETER (&)

Revenue recognition: distributor arrangements (Continued)

WATER - BB L ()

Refer to note 2 to the consolidated financial statements and the accounting policies in note 1(u).

BRI A AN T2 R 1(u) ) BB -

The Key Audit Matter
BRETBIR

How the matter was addressed in our audit

BN ES A REZEE

for a sample of sales rebates recorded during the
year, comparing the details of the bases of the rebate
calculations and the rebate ratios with the terms of the
underlying Distributor Agreements and comparing the
rebate bases (e.g. the sales amounts settled during the
year) to sub-ledgers and underlying bank remittances,
cheques, bills and other payment slips (where
applicable);

HFAARNHEERMERN S - LECRA A EERE R
RN E 2R ) 5 1 ER AR R A SH P 19 AR AU AR SR - DA R EE R [ 40
CHEH(NMFRNEENHESR) Bo BRI RT
B T - REREAMARBGE (ER)

scrutinising the sales ledger after the year end to
identify significant credit notes issued and sales returns
and inspecting relevant underlying documentation to
assess if the related adjustments to revenue had been
accounted for in the appropriate financial period in
accordance with the requirements of the prevailing
accounting standards; and
BEFEBEROBEE S BRAHAE % HKEIRER
MIHERE - U EEE X AT SR AETHEE
HERERERBERTSFEANATNEENMBEHER
AR &

inspecting significant manual adjustments to revenue
raised during the reporting period, enquiring of
management the reasons for such adjustments and
comparing the details of the adjustments with relevant
underlying documentation.
BERREHAAHRAELENEAALRAE  RNEEEH
FIVEH B B B 0 R B e b 0GR B ) e 15 B AR A S ©
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KEY AUDIT MATTERS (Continued)

REETEE (&)

Loss allowance for trade receivables
BN BN EERE

Refer to note 17 to the consolidated financial statements and the accounting policies in note 1(k).
BRI A BEREM 17 BRI 1(k) B S5 BUE

The Key Audit Matter
BERETER

How the matter was addressed in our audit

B E T A REZEE

As at 31 December 2019 the carrying value
of the Group’s net trade receivables totalled
RMB732,058,000, net of loss allowance of
RMB80,533,000.

201912 A31H - EEEE 5 EKFIERER
EERFHEE L/ AR 732,058,0007T - HIkk
BB #H A K%80,533,0007T °

Management measured loss allowance at
an amount equal to lifetime expected credit
loss, based on ageing of the receivables
and loss rate for the receivables which
existed during the reporting periods.
According to the experience of the Group,
the loss patterns for different customers
are not significantly different and therefore,
the receivables are not segmented for
measurement of loss allowance.
RR|MERRNFENERFIENS - ERER
BRYGRIENREK RBERX - mESNEER
BHNEHEEEESETEEHBRE - BB
EEENLR  TRAEFPHEREEAERBT
e Bt - BUKRIEERETE LD BUES
B -

Our audit procedures to assess the loss allowance for trade
receivables included the following:
BT EE S REIEEEEENETIRTEEATER

° obtaining an understanding of and assessing the
design, implementation and operating effectiveness
of key internal controls relating to credit control, debt
collection and estimate of expected credit losses and
making related allowances;

. THREFHEREEES  RERGFARREEBRLEL
HEREEANERANIEENRE - T REFERNE

° obtaining an understanding on the key data and
assumptions of the expected credit loss model adopted
by the management, including the historical default
data and the assumptions involved in management’s
estimated loss rate;

. THREBBMFMWEREEBEERNNEZEUIRRRR
BRBEENCHEAREEBREBERERNMEFHE R
B R R
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KEY AUDIT MATTERS (Continued)

Independent Auditor’s Report
By AR E

HEETER (&)

Loss allowance for trade receivables (Continued)

ESEUBRERRE (F)

Refer to note 17 to the consolidated financial statements and the accounting policies in note 1(k).

FER IR A TR RN 17 R 1 (k) E 5 B FE

The Key Audit Matter
BRETBIR

How the matter was addressed in our audit

BN ES A REZEE

We identified loss allowance for trade
receivables as a key audit matter because
trade receivables and loss allowance
are material to the Group and because
the recognition of expected credit losses
is inherently subjective and requires
the exercise of significant management
judgement.
BPRAREZFRYGENEEREBHERE
F2H RAREZIERUKFERERARBHES
EmEEEXN TEABRREREEERFEE
B RFETERETEEARAE -

° assessing the reasonableness of management’s loss
allowance estimates by examining the information used
by management to form such judgements, including
testing the accuracy of the historical default data
and evaluating whether the historical loss rates are
appropriately adjusted based on current economic
conditions and forward-looking information;

. FREHMNEREBVKERAGRERNESR  SFAIHE
FEAOLBNERENTEBEEREREEREARLE
RARAEEEMELBEE AR U HEEERMER
BB B

° assessing, on a sample basis, whether items in
the trade receivables ageing report were classified
within the appropriate ageing category by comparing
individual items with underlying sales invoices; and

o B RERNE R EEAHEERR  SHEE SRR
BEREREANNEERGESBZHEENREERN - &

o comparing, on a sample basis, cash receipts from
debtors subsequent to the financial year end relating
to trade receivable balances at 31 December
2019 with bank statements and relevant underlying
documentation.

J BZMBREEFEBERRERARLNERE (BR20194F
12A31BME S RWCRIALE ARG R ) BIR1TH AR R
S ETTHIBRLLER o
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KEY AUDIT MATTERS (Continued)

REETEE (&)

TEEERBEMEREE — BEREERE

Assessing potential impairment of goodwill and other intangible assets — trademark

Refer to note 12 and note 13 to the consolidated financial statements and the accounting policies in note 1(k).

FRHGRE R EIREZMN T 12 R 13RI 1(k) AT B AT

The Key Audit Matter
BREENEE

How the matter was addressed in our audit

B ET AR EZEE

The Group acquired Guangxi Yulin
Pharmaceutical Group Co., Ltd and its
subsidiaries (collectively referred to as
“Yulin Pharmaceutical Group”) in 2016 and
recognised goodwill and other intangible
assets — trademark with indefinite useful
lives arising from the acquisition. As at 31
December 2019, the costs of the assets,
before any impairment, are RMB320,647,000
and RMB256,233,000 respectively.
AEBR016FRBEAEMBEEFTRR
BEERAFARENBAR (BRI EMBESR
B YHEREEFEMEEA 2 HERER
SnTHENEMETLEE — BR - K2019
F12R831H * ZFEE KA (H B £ @R
BRI 9 5l A AR320,647,0007T & AR
256,233,0007T °

Management allocated goodwill and other
intangible assets — trademark to the cash
generating unit of Yulin Pharmaceutical
Group (“Relevant CGU”) and performed
impairment testing on goodwill and other
intangible assets — trademark annually
whether or not there were any indications of
impairment.
ERECHBERAMENEE—BREOER
IMBEEEENREELSEN ((HBREES
Bul) YRFUBELAGBETVEE -8R
ETRENR  BERELFEREIR °

Our audit procedures to assess the potential impairment of
goodwill and other intangible assets — trademark included the
following:

BT REERAMELEE - BENEERENETIETFE
FLATEF -

° evaluating management’s impairment assessment
model, including the identification of and the allocation
of goodwill and other intangible assets — trademark to
the Relevant CGU with reference to the requirements of
the prevailing accounting standards;

. A EREEAREMNGRE - BFE2ERITEFENNR
THRANBEELREMETVEE - AEREESEZHEE S
EHEBN

° evaluating the competence, experience, capability
and objectivity of the external valuer engaged
by management to perform the calculation of the
recoverable amounts of the goodwill and other
intangible assets — trademark;

. AEEEEMEEAYMELRAMETLEE — AR
ElEEETHENIMNEHEMNER K8 8 INEE
g
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KEY AUDIT MATTERS (Continued)
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By AR E

HEETER (&)

Assessing potential impairment of goodwill and other intangible assets — trademark (Continued)
FEEERREMEREE — BENEEHRE (&)

Refer to note 12 and note 13 to the consolidated financial statements and the accounting policies in note 1(k).
BRHGE R BRI N T 12 RITGE 13 R A1 5T 1(k) 8 & 51 BOR

The Key Audit Matter
BRETBIR

How the matter was addressed in our audit

BN ES A REZEE

In view of the intensified competition from the
over-the-counter drug market in the People’s
Republic of China, the management had
made adjustments to the marketing model,
channels and network as well as promotion
teams of the Relevant CGU. However,
the Relevant CGU has underperformed
management’s expectations on revenue and
profitability when it was acquired, which has
increased the risk that goodwill and other
intangible assets — trademark related to this
acquisition may be impaired.

ERhE ARLMBER 7 85 6 5 F
o ERECHEAREL BN EHE
X RBEREEUARERBEBGETAE - A
- EERSEABMNERAREFE N E
MERBFGENREREXNRBROTES - Eazk
BERARANRELREMELEE—RZRAA
HBURE R R R IE0 -

Management engaged an external valuer
to assess the recoverable amount of
the Relevant CGU using the value in
use method by preparing a discounted
cash flow forecast derived from the most
recent financial forecast approved by the
management covering a five-year period.

ERECDER-—RINBMEERM  NEREAE
EEEEMRcELEMMN T IRE S BETT
it DERGRHREREM AN RO KIEA
CRELFHME) FENFRRRSTEA -

challenging the key estimates and assumptions
adopted in the discounted cash flow forecast,
including future revenue, future cost of sales, and
other operating expenses, by comparing relevant
data with the financial budget which was approved by
the management, and by comparison with historical
performance of the Relevant CGU and our knowledge
of the business of Group;

HIFRF L RMERAPRANBREA RBR (BREER
RUA - RERSHER AR EME L) IREE R - 7ER
LLEREASIREE IR BENMBETRE - AR LEAEAR
CEABUNELREEARMEEREREHNRHE

comparing the data in discounted cash flow forecast
prepared in the prior year with the current year’s
performance to assess how accurate the prior year’'s
discounted cash flow forecast was and making
enquiries of management as to the reasons for any
significant variations identified;
HEEFHENRBESRERANEIRERFRE - AR
HEFHRASRER DD EM - WHLAT R L & ER
BEAREMBEESHIES
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KEY AUDIT MATTERS (Continued) FRRETEE (&)

Assessing potential impairment of goodwill and other intangible assets — trademark (Continued)

TR EREMBEREE — BERMEERE (&)

Refer to note 12 and note 13 to the consolidated financial statements and the accounting policies in note 1(k).
BRI A B IREM T 12 R GF 13U RTEE 1(k) B &2 5T °

The Key Audit Matter How the matter was addressed in our audit
HRETER BN ETNAEEZEE

Accordingly, the Group recognised
impairment losses in respect of its goodwill
and other intangible assets — trademark
of RMB320,647,000 and RMB5,489,000
respectively for the year ended 31 December
2019.

Eit - #ZE2019F12A31H L FE - AEE5
HEEMEMEVEE—BRDRIERARERS
B AR¥320,647,0007T & A R#5,489,0007T °

The assessment of the recoverable
amounts of the Relevant CGU involves
significant management estimation and
judgement, in particular in determining the
key assumptions adopted in the cash flow
forecast, which include future revenue, future
cost of sales, other operating expenses, and
the discount rate applied.
HHEBReESELN MBS ENTED R
BEANEREMMAL  SRHIREEREN
EFARRKANBRRR  EFEEREK
A~ RIRSHE KA ~ EAth 484 5 S T & B B 47
BE o
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REETEE (&)

Assessing potential impairment of goodwill and other intangible assets — trademark (Continued)
EEEREMELEE — BENEERE (&)

Refer to note 12 and note 13 to the consolidated financial statements and the accounting policies in note 1(k).
BRI E R EIREZNE 12 RITE 13 R AT AE 1(k) ) B 5B

The Key Audit Matter
BERETER

How the matter was addressed in our audit

B E T AR EZEE

We identified the assessment of impairment
of goodwill and other intangible assets —
trademark as a key audit matter because of
the significance of impairment loss amount
of the year, and determining the level of
impairment involves a significant degree
of management judgement, which can be
inherently uncertain and could be subject to
management bias.

BB EEEREMETLEE — BRARE
JIRBERETER  REARFABRBEKNRE
BE:BERETREKFSIREARREENEIR
EBHE ERFEERTEEN LR E
ERERNERNTE -

engaging our internal valuation specialists to assist us
in evaluating the valuation methodologies adopted by
the external valuer in the preparation of the discounted
cash flow forecast with reference to the requirements
of the prevailing accounting standards, and assessing
whether discount rate applied in the discounted cash
flow forecast was within the range adopted by other
companies in the same industry;
2ERTEGHENNRTE  ZEABEEZRBEEMT
EHONBEEMNGRTEREREBAPRANGES
- ARFHEBRIR SR ERAR ERANITIRE LS EN
Hi WX QB RAHEBER

performing a sensitivity analysis of key assumptions,
including future revenue growth rates, future gross
margins and the discount rate applied in the
discounted cash flow forecast and considering the
resulting impact on the impairment testing and whether
there were any indicators of management bias in the
selection of these key assumptions; and

HARBR (BRERRBRABRE - REENXRTRRE
MEBTRAIR EANITER X)) ETHREIN - LERBHILY
BEAAEENFENKEZSTHERBRFEEFEMEM
ERERRANTR : &

considering the disclosures in the financial statements
in respect of management’s impairment assessments
of goodwill and other intangible assets — trademark
allocated to the Relevant CGU with reference to the
requirements of the prevailing accounting standards.
DERTEGAENNRTE  ZRUBHRRTEHREEEY
PREHBRSELBEUNHELEMETLEE — AFE
ITRERENREER -

ANNUAL REPORT 2019 FEiHReE 95



Independent Auditor’s Report
BY 2R E

INFORMATION OTHER THAN THE CONSOLIDATED
FINANCIAL STATEMENTS AND AUDITOR’S REPORT
THEREON

The directors are responsible for the other information. The
other information comprises all the information included in the
annual report, other than the consolidated financial statements
and our auditor’s report thereon.

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

In connection with our audit of the consolidated financial
statements, our responsibility is to read the other information
and, in doing so, consider whether the other information
is materially inconsistent with the consolidated financial
statements or our knowledge obtained in the audit or
otherwise appears to be materially misstated. If, based on the
work we have performed, we conclude that there is a material
misstatement of this other information, we are required to

report that fact. We have nothing to report in this regard.

RESPONSIBILITIES OF THE DIRECTORS FOR THE
CONSOLIDATED FINANCIAL STATEMENTS

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

In preparing the consolidated financial statements, the
directors are responsible for assessing the Group’s ability
to continue as a going concern, disclosing, as applicable,
matters related to going concern and using the going concern
basis of accounting unless the directors either intend to
liquidate the Group or to cease operations, or have no realistic
alternative but to do so.
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The directors are assisted by the Audit Committee in
discharging their responsibilities for overseeing the Group’s
financial reporting process.

AUDITOR’S RESPONSIBILITIES FOR THE AUDIT OF
THE CONSOLIDATED FINANCIAL STATEMENTS

Our objectives are to obtain reasonable assurance about
whether the consolidated financial statements as a whole are
free from material misstatement, whether due to fraud or error,
and to issue an auditor’s report that includes our opinion.
This report is made solely to you, as a body, and for no other
purpose. We do not assume responsibility towards or accept
liability to any other person for the contents of this report.

Reasonable assurance is a high level of assurance, but is
not a guarantee that an audit conducted in accordance with
HKSAs will always detect a material misstatement when it
exists. Misstatements can arise from fraud or error and are
considered material if, individually or in the aggregate, they
could reasonably be expected to influence the economic
decisions of users taken on the basis of these consolidated
financial statements.

As part of an audit in accordance with HKSAs, we exercise
professional judgement and maintain professional scepticism
throughout the audit. We also:

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

Independent Auditor’s Report

B ZBERE

ERZEEMDEFRETEESSRBNMERE
BENEE -

REMRET FEMBRRAXKENER

BANER  RHSRAVBHRRBERBESTFAE
MR AFF R ME R EAERRANG A E
ReE > XHABRERMAERNZEENRE - T
EEABEBRRERE o RIS - RAWHFED
AREEMAR - RABMTIRAREOAT - &
EREMALTRRIREEAREL -

BEFREERKFHRE  BTERIERREL
EERETNES  EX - ERERRAEFE
AR RE B3R o SR RRBRAM AT LA R EREF SR BARR 512 -
MREEEHTMEBRELERIEFESRS
S 765 R 3% (50 P 2 4K R B TS R AR TR | A AR OR
E AR ERIULRRIEERX -

ERBEBEENETENNBES - BFAE
RTEEHE - REFT ERIBEREE - BT

—  BBIMFEARRFFRERMNERRA R
BRERFEERFERRAWER - Rt K
WITHRTEF AR ELRAR - A KRER
RRMBEENERE  EREFMERD
Hit - ARMEFAIRES RER  RE &
BER - EREL - SORBERABIESZ
L FREEERRAFEMERNEXSE
AR Rt B B e 1 1A 7 BE 3% B R 8 AR T S 2N
HYE R SRR PRy R o
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Obtain an understanding of internal control relevant
to the audit in order to design audit procedures that
are appropriate in the circumstances but not for the
purpose of expressing an opinion on the effectiveness
of the Group’s internal control.

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

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

Group to cease to continue as a going concern.

Evaluate the overall presentation, structure and content
of the consolidated financial statements, including the
disclosures, and whether the consolidated financial
statements represent the underlying transactions and

events in a manner that achieves fair presentation.

Obtain sufficient appropriate audit evidence regarding
the financial information of the entities or business
activities within the Group to express an opinion on the
consolidated financial statements. We are responsible
for the direction, supervision and performance of the
group audit. We remain solely responsible for our audit
opinion.
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We communicate with the Audit Committee regarding, among
other matters, the planned scope and timing of the audit and
significant audit findings, including any significant deficiencies
in internal control that we identify during our audit.

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

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

The engagement partner on the audit resulting in this
independent auditor’s report is Li Shiu Chung.

KPMG

Certified Public Accountants

8th Floor, Prince’s Building

10 Chater Road

Central, Hong Kong

23 March 2020

Independent Auditor’s Report
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Consolidated Statement of Profit or Loss

for the year ended 31 December 2019 (Expressed in Renminbi)

HZE20195 128318 ILEE

(AAR®SITR)

2019 2018

2019 20184

Note RMB’ 000 RMB’ 000

izt AR®T T ARETTT

Revenue WA 2 1,728,256 1,843,973

Cost of sales SHE KA (466,851) (459,547)

Gross profit EF 1,261,405 1,384,426

Other losses HthEsia 3 (1,526) (2,194)

Distribution costs 7 AR (539,204) (561,537)

Administrative expenses THHAX (231,833) (176,527)
Impairment loss on goodwill and MEREFEERERBE 13

intangible assets (326,136) -

Profit from operations B MER 162,706 644,168

Finance costs B & A AR 4(a) (29,043) (27,469)

Profit before taxation BAER 4 133,663 616,699

Income tax Frig®i 5(a) (70,541) (119,208)

Profit for the year FRER 63,122 497 491

Attributable to: BUR A4 :

— Equity shareholders of the Company — RNAR)ESPER 79,820 465,353

— Non-controlling interests — FEIE IR (16,698) 32,138

Profit for the year FRER 63,122 497,491
Earnings per share (RMB yuan) BREBFN(AR¥T) 8

- Basic — &R 0.0940 0.5444

— Diluted —#8 0.0934 0.5300

The notes on pages 108 to 227 form part of these financial

statements. Details of dividends payable to equity
shareholders of the Company attributable to the profit for the

year are set out in note 24(c).
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Consolidated Statement of Profit or Loss and Other Comprehensive Income
RERmREMRENER

for the year ended 31 December 2019 (Expressed in Renminbi)
BE2019F12A31HIEFE (AARKESIR)

2019 2018
20194 20184
RMB’ 000 RMB’ 000

AREF T ARETT

Profit for the year FREF 63,122 497,491

Other comprehensive income for the year HEAWHEEF S EEZBEZNERE
that may be reclassified subsequently to 2 H K :
profit or loss:

Exchange differences on translation of i E ARAME ([HE ) FEH
financial statements of operations outside EBMMERERMELEZR - 0
the People’s Republic of China (the “PRC”), [KFimE

net of tax 2,465 7
Total comprehensive income for the year FRAZHEW I 65,587 497,498
Attributable to: AR AT e -

— Equity shareholders of the Company A UNEIL 8 82,285 465,360

— Non-controlling interests — JEfE iR (16,698) 32,138
Total comprehensive income for the year FRAZHEW ML 65,587 497,498

The notes on pages 108 to 227 form part of these financial 25108 EHZEF227 B2 AZZYT HHAMA
statements. BCEB ©
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Consolidated Statement of Financial Position

e PR R

as at 31 December 2019 (Expressed in Renminbi)

MN2019FE12A31H (UAREHIR)

2019 2018
20194 20184
Note RMB’ 000 RMB’ 000
Hiat AR¥F T ARETIT
Non-current assets ERBEE

Investment property "EYE 9 16,651 17,200
Other property, plant and equipment Hmymz - BE kEE 10 661,309 561,785
Land use rights + b {5 A 11 126,808 129,643
Intangible assets BmIEE 12 396,071 430,800
Goodwill EES 13 - 320,647
Other prepayments E A FER 3K 15 51,657 5,706
Deferred tax assets B IREE 23(c) 45,942 35,102
Total non-current assets ERBEELE 1,298,438 1,500,883

Current assets REEE
Inventories FE 16 210,684 210,310
Trade and other receivables B 5 Rk H A e IR 17 815,732 916,099
Cash and cash equivalents HeMEeEMEIAR 18 1,383,232 1,269,746
Total currentassets  *BEE&E 2,409,648 2,396,155

Current liabilities REBEE
Trade and other payables 5 N E b ER R IE 19 671,611 750,804
Loans and borrowings B ER 20 553,567 147,202
Deferred income PRI 7 21 1,655 1,655
Current taxation BIEARR 5% 23(a) 69,461 99,492
Total current liabilites =~~~ #*&&f&® 00 1296204 999,153
Netcurrentassets = *®®ERE 1118884 1397002
Total assets less current liabilities BEERRBAS 2,411,792 2,897,885

The notes on pages 108 to 227 form part of these financial

statements.
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Consolidated Statement of Financial Position

e MBARR R

as at 31 December 2019

MR2019F12 531H

(Expressed in Renminbi)

(AAR®SITR)

2019 2018
20194 20184
Note RMB’ 000 RMB’ 000
Bt AR®F ARBFIT
Non-current liabilities kRBERE
Loans and borrowings B Mg 20 - 245,336
Deferred income RIEW Z 21 16,739 18,320
Deferred tax liabilities BELEHIEAE 23(c) 88,292 137,217
Total non-current liabilites = ¥#&Sf#s 0000 105031 400,873
Net assets BEEFRE 2,306,761 2,497,012
Capital and reserves BEXKf#E
Share capital % 24(d) 68,033 68,782
Reserves i 24(e) 1,926,051 2,088,437
Total equity attributable to equity AATFEZRR
shareholders of the Company P hRER AR 1,994,084 2,157,219
Non-controlling interests FEIE IR R £ 312,677 339,793
Total equity R 2,306,761 2,497,012

Approved and authorised for issue by the board of directors
on 23 March 2020.

AN Yubao
ZHE
Chairman
e

The notes on pages 108 to 227 form part of these financial
statements.

20203 23 A& EE 2 #Hl f MIRRETIE -

LI Qian
BE
Executive Director

BITEFE

F108BEEF227B 2T AZEU BT AH

A ER D ©
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(Expressed in Renminbi)
(AAREIITR)

FE)XR

ﬁ i

A4

BmS

for the year ended 31 December 2019

HZE20195 128318 ILEE

IV

Consolidated Statement of Changes in Equity
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(Expressed in Renminbi)

for the year ended 31 December 2019
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Consolidated Cash Flow Statement

IIV-\ é IH ﬁiﬁ % 13«%

for the year ended 31 December 2019 (Expressed in Renminbi)

HZE20195 128318 ILEE

(AAR®SITR)

2019 2018
2019 20184
Note RMB’ 000 RMB’000
i3 ARBT T ARETTT
Operating activities RESEE
Cash generated from operations KRB TR S 18(b) 543,652 874,845
PRC income tax paid B BEATSH 23(a) (125,401) (120,635)
PRC dividend withholding tax paid B AR B AR B TR0 AL 23(a) (34,936) -
Net cash generated from RETHABRETHE
operating activities 383,315 754,210
Investing activities RETE
Interest received 2 UWH B 16,751 11,266
Payment for purchase of property, BEME - BEMEER
plant and equipment (179,746) (193,348)
Payment for intangible assets BEEEEEMNNE (180) -
Deposits received for land development U+ FAZMETE R RS 19
and reconstruction project 52,000 -
Proceeds received from disposal of B EME - BE
property, plant and equipment RS AEFT1S FUR 1,043 1,278
Net cash used in investing activities REFZBHFIARESTHE (110,132) (180,804)

The notes on pages 108 to 227 form part of these financial

statements.

XEBD o

106 CONSUN PHARMACEUTICAL GROUP LIMITED RE#ZESEER QA

F108BEF 227 A 2T AZENFRERAE



Consolidated Cash Flow Statement
ll'/-\éiﬁﬁﬁii

for the year ended 31 December 2019

HZE2019%12A31H L EE

(Expressed in Renminbi)

(AAR®SITR)

2019 2018
2019%F 20184
Note RMB’ 000 RMB’000
k3 AR®T T ARET T
Financing activities R EE
Proceeds from new bank loans L IRTTE RS FR 607,458 =
Repayments of bank loans IRITEFE R 18(c) (459,969) (197,008)
Proceeds from shares issued under RIR B AR R T BTG
share option scheme FriS k18 2,491 5,624
Dividends paid to equity shareholders  BfTAA RIS R ARS8
of the Company (225,546) (68,943)
Dividends paid to non-controlling B EEREREE ARNRE
interests holders (10,164) (9,572)
Finance costs paid B RE KA 18(c) (24,720) (22,526)
Payment for repurchase of shares O HEEEWARA
which were subsequently FEIERI IR D O FRIR
cancelled by the Company (46,212) -
Net cash used in financing activites MRERFARE®E (156662) (292,425)
Net increase in cash and cash ReRESEEBEREMNFE
equivalents 116,521 280,981
Cash and cash equivalents MA1ENRERES
at 1 January £EER 1,269,746 989,565
Effect of foreign exchange EXEBHNEE
rate changes (3,035) (800)
Cash and cash equivalents R12A31BHRER
at 31 December REe%EER 1,383,232 1,269,746

The notes on pages 108 to 227 form part of these financial

statements.

PRER LD ©

F108BEEF227THE 2 MEAZEVHERERNAE
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Notes to the Consolidated Financial Statements

e ISR

(Expressed in Renminbi unless otherwise indicated)

(BrA=BEHI -

1

108 CONSUN PHARMACEUTICAL GROUP LIMITED RE#ZESEER QA

AAREIITR)

SIGNIFICANT ACCOUNTING POLICIES

(a)

(b)

Statement of compliance

These financial statements have been prepared
in accordance with all applicable Hong Kong
Financial Reporting Standards (“HKFRSs”), which
collective term includes all applicable individual
Hong Kong Financial Reporting Standards, Hong
Kong Accounting Standards (“HKASs”) and
Interpretations issued by the Hong Kong Institute
of Certified Public Accountants (“HKICPA"),
accounting principles generally accepted in
Hong Kong and the disclosure requirements of
the Hong Kong Companies Ordinance. These
financial statements also comply with the
applicable disclosure provisions of the Rules
Governing the Listing of Securities on The Stock
Exchange of Hong Kong Limited (the “Listing
Rules”). Significant accounting policies adopted
by the Group are disclosed below.

The HKICPA has issued certain new and revised
HKFRSs that are first effective or available for
early adoption for the current accounting period
of the Group. Note 1(c) provides information on
any changes in accounting policies resulting from
initial application of these developments to the
extent that they are relevant to the Group for the
current and prior accounting periods reflected in
these financial statements.

Basis of preparation of the financial
statements

The consolidated financial statements for the
year ended 31 December 2019 comprise the
Company and its subsidiaries (together referred
to as the “Group”).

The consolidated financial statements are
presented in Renminbi (“RMB”),
the nearest thousand, which is the functional

rounded to

currency of the subsidiaries carrying out the
principal activities of the Group.

1

EXREHEE

(a)

(b)

aREH

REMBRRIDREMBERNE
AU BREER (BB BHREE
D RE - EEAGREREES
A ([BEEEFMAE])HE
R P A B R e BRI & & RS
R FEEER ([FEEE
Al Rk ARBEEARER
AIRBEBC(ARGRPD B ERE -
ZEMBRENTEBEMERS
PIERARREZ EMARA(T EHR
Bl D) BB ARG - AEBATER
M ERGFTBORR T XHE -

FEEMASERME TRAE
BERITE MR E R AR iR
RRAR A REEFT BB M H R
FEER o MiEE ()RR HIRE
MeEestRErAEEEEY
R BB RER N RR &R ERER
MBERAEWNEMSABRE

REEHR -

MHEBRNEREE

HZE2019F12 A31 B It FE 4R
EUERERBEARRENBA
Al (GEAIREE]) -

REMBRRAARE AR
25 YHEEFREOATIT - AR
BRIEAEBTIZXBHNNELR
BIMINEE R -



Notes to the Consolidated Financial Statements

1 SIGNIFICANT ACCOUNTING POLICIES (Continued)

(b)

Basis of preparation of the financial
statements (Continued)

The measurement basis used in the preparation
of the financial statements is the historical cost
basis.

The preparation of financial statements in
conformity with HKFRSs requires management
to make judgements, estimates and assumptions
that affect the application of policies and
reported amounts of assets, liabilities, income
and expenses. The estimates and associated
assumptions are based on historical experience
and various other factors that are believed to be
reasonable under the circumstances, the results
of which form the basis of making the judgements
about carrying values of assets and liabilities
that are not readily apparent from other sources.
Actual results may differ from these estimates.

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

Judgements made by management in the
application of HKFRSs that have significant effect
on the financial statements and major sources of
estimation uncertainty are discussed in note 28.

The HKICPA has issued a new HKFRS, HKFRS
16, Leases, and a number of amendments to
HKFRSs that are first effective for the current
accounting period of the Group. Of these, the
following developments are relevant to the
Group'’s financial statements:

ARE ISR R B EE
(Expressed in Renminbi unless otherwise indicated)

(BRBHEREBEIN - LARKEIIR)

1 ERETHE (F)
(b) FIBBMROEREE (F)

R BREAERANGFEEER
B2 PRANEAE o

12 0R B B B 7% S 2 R AR BB 7 e
REZEEEFLHE - At RR
®oREHEH B EABRREF
ERRERNUNLMERNEE -
BB WaEkMAXERE - ZFMhET
RERABRRDERBELRNMER
BAERTHEBSENSHEME
= MAGERBXBEHEBRA
BEXrBEREMKRESNAREE
HEEREENKE  BRERNK
BRINZEMAET -

ZE AR RERBRREREEN -
& st IR EEERERTH

HREEZE  MBRET8EX
HIRARER © i E T AETHIER]

HEKRAKYPEHELEZE - Bl
R ACHE IRV E IR

e

EREEEEERATEMBREE
AR PTE B R BEERTE
B I R fh AT N RETE A E B RO
K28 ARt -

EEEHMAGERM—BNTE
BMBREER (EEMBHRS
ZRIE165% - HE) RZIBEKER]
FEMBHREER  MRFELY
BREEINNAEEN ARG M
BREM - B UTERERE
B ERRBRE -
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Notes to the Consolidated Financial Statements

e ISR

(Expressed in Renminbi unless otherwise indicated)

(BrA=BEHI -

AAREIITR)

1 SIGNIFICANT ACCOUNTING POLICIES (Continued)

(c)

(d)

110 CONSUN PHARMACEUTICAL GROUP LIMITED RE#ZESEER QA

Changes in accounting policies

° HKFRS 16, Leases

to HKAS 19,
amendment, curtailment or settlement

° Amendments Plan

° Annual improvement to HKFRSs 2015-2017
Cycle

° HK(IFRIC) 28, Uncertainty over income tax
treatments

Upon the adoption of HKFRS 16 on 1 January
2019, the item name of “lease prepayments” was
renamed as “land use rights” on the consolidated
statement of financial position and related
disclosure notes, which consists of prepaid
land costs with ownership, net of accumulated
depreciation, for clearer presentation.

None of these developments have had a material
effect on how the Group’s results and financial
position for the current or prior years have been
prepared or presented. The Group has not
applied any new standard or interpretation that
is not yet effective for the current accounting
period.

Subsidiaries and non-controlling interests

Subsidiaries are entities controlled by the
Group. The Group controls an entity when it is
exposed, or has rights, to variable returns from
its involvement with the entity and has the ability
to affect those returns through its power over the
entity. When assessing whether the Group has
power, only substantive rights (held by the Group
and other parties) are considered.

1

BEXRETEE (&)
(c) BEBFBREX2H
. FeMBRELENE165 -
HE

(d)

L SR SEAEEAC T
&) - EHBIEET - B sA

&

. BB BEHRELER2015F
Z2017 FAHFEohuE

. BA(BERMBEHRERESR
B®)$23% - MRS
BRIR M TREE 14

R2019F1 A1 BERMEBY B R
EEBE165% - RSV BR
AREMEEEEM TN ZIER B
[AEEMNFE BB A LHhfF
A ERElEEaEnES
THI A AN (FIBR REHTE) - LMEE
EWEES o

ZERRBEHAEEBRERK
B R R A R TR A R B ok
2HTAEREATE - AEEL
R R R A& R B R AR
HIFTR] BRI SRR -

MY D R KRR

MEBAREAREZEHNER - A
SERUARBEENS EERHE
DEIEE@MR - BHREHITESY
ERNEIMPEZSTE®RE - KN
SERRGESHERERZHE -
AHEARE RS EA IR - &
EZR (AEEREMETHEN)E
R -



Notes to the Consolidated Financial Statements

1 SIGNIFICANT ACCOUNTING POLICIES (Continued)

(d)

Subsidiaries and non-controlling interests
(Continued)

An investment in a subsidiary is consolidated
into the consolidated financial statements from
the date that control commences until the date
that control ceases. Intra-group balances,
transactions and cash flows and any unrealised
profits arising from intra-group transactions are
eliminated in full in preparing the consolidated
financial statements. Unrealised losses resulting
from intra-group transactions are eliminated in
the same way as unrealised gains but only to the
extent that there is no evidence of impairment.

Non-controlling interests represent the equity in
a subsidiary not attributable directly or indirectly
to the Company, and in respect of which the
Group has not agreed any additional terms with
the holders of those interests which would result
in the Group as a whole having a contractual
obligation in respect of those interests that
meets the definition of a financial liability. For
each business combination, the Group can elect
to measure any non-controlling interests either
at fair value or at the non-controlling interests’
proportionate share of the subsidiary’s net
identifiable assets.

Non-controlling interests are presented in the
consolidated statement of financial position
within equity, separately from equity attributable
to the equity shareholders of the Company.
Non-controlling interests in the results of
the Group are presented on the face of the
consolidated statement of profit or loss and the
consolidated statement of profit or loss and
other comprehensive income as an allocation of
the total profit or loss and total comprehensive
income for the year between non-controlling
interests and the equity shareholders of the
Company.

ARE ISR R B EE
(Expressed in Renminbi unless otherwise indicated)

(BRBHEREBEIN - LARKEIIR)

1 BEXREFEHE (&)
d) HEARRIERES ()

TOM B & BRI B M B R 4R
BELILE El%ﬁfaﬁ/a\fﬁ)\%ﬁ\aﬂﬂ%
HRA - KREARBROGER R
FEBRERAREEARARBENR
5 FiT EE A O A ] R 28 30 )4 M| A A 2
REMBHRREEHEE - WML E
HRBETR - SEAARRAR
SELNAREREBRAIRBRE
Bz a R T o

FERERENMEATTLIFE
EHMEEEA QR RELD - MA
SEY B RZFRSNOTEA
% E R BEIMER - BEAREH
EEUNEeMARERNZTR
SAESHNRME - REXBEHM

C AKERDEERR DA ERIZIE
HX%EHWE GEDIE: %1k=¥-3
FFER IR BRI SEERER -

\

IIP

FEFERRAE T N AR A B AR 3R A A
mARZY  BEAQBERREEN
Emoy RV - REEEEANDIE
TR - IR Bk REEE
B REMEEANEERATHR - I
TERIEE IR BN N Rl R AR R
ERERNEREENIEE N SBRE
W—EDEIER -
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Notes to the Consolidated Financial Statements

e ISR

(Expressed in Renminbi unless otherwise indicated)

(BrA=BEHI -

AAREIITR)

1 SIGNIFICANT ACCOUNTING POLICIES (Continued)

(d)

(e)

112 CONSUN PHARMACEUTICAL GROUP LIMITED RE#ZESEEER QA

Subsidiaries and non-controlling interests
(Continued)

Changes in the Group’s interests in a subsidiary
that do not result in a loss of control are
accounted for as equity transactions, whereby
adjustments are made to the amounts of
controlling and non-controlling interests within
consolidated equity to reflect the change in
relative interests, but no adjustments are made to
goodwill and no gain or loss is recognised.

When the Group loses control of a subsidiary,
it is accounted for as a disposal of the entire
interest in that subsidiary, with a resulting gain
or loss being recognised in profit or loss. Any
interest retained in that former subsidiary at the
date when control is lost is recognised at fair
value and this amount is regarded as the fair
value on initial recognition of a financial asset.

In the Company’s statement of financial position,
an investment in a subsidiary is stated at cost
less impairment losses (see note 1(k)).

Goodwill

Goodwill represents the excess of

(i) the aggregate of the fair value of the
consideration transferred, the amount of
any non-controlling interest in the acquiree
and the fair value of the Group’s previously
held equity interest in the acquiree; over

(ii) the net fair value of the acquiree’s
identifiable assets and liabilities measured
as at the acquisition date.

When (ii) is greater than (i), then this excess is
recognised immediately in profit or loss as a gain
on a bargain purchase.

1

EXEHEE (&)

(d)

(e)

ML A RIEERER (&)
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eI BRAZEFIE - QAARER
AR - LRI R A P IR
KIFEREGENSRBIERE - AR
IR IESRE S - T 2HAER
B R ERR S REE

fief 7 5= [ 5% 5k 44 B BB 2 B O 42
- RIFIHEREERZM B AR
EEiHEsE - MAAELENKREXER
RIBmPHER - RNEXIEHEER
WA RIP B 2 RDRE e (E AT T
BAREER  MxeBEHES—
HeRMEENTHERNARE

RARBNP IR AR - AU B
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Notes to the Consolidated Financial Statements

1 SIGNIFICANT ACCOUNTING POLICIES (Continued)

(e)

()

Goodwill (Continued)

Goodwill is stated at cost less accumulated
impairment losses. Goodwill arising on a
business combination is allocated to each
cash-generating unit, or groups of cash
generating units, that is expected to benefit from
the synergies of the combination and is tested
annually for impairment (see note 1(k)).

On disposal of a cash generating unit during
the year, any attributable amount of purchased
goodwill is included in the calculation of the profit
or loss on disposal.

Investment properties

Investment properties are land and buildings
which are owned or held under a leasehold
interest (see note 1(j)) to earn rental income and/
or for capital appreciation. These include land
held for a currently undetermined future use and
property that is being constructed or developed
for future use as investment property.

Investment properties are measured initially
at cost. The cost of a purchased investment
property comprises its purchases price and
any direct attributable expenditures. Investment
properties are accounted for using the cost
model and stated in the statement of financial
position at cost less accumulated depreciation
and impairment losses (see note 1(k)). The cost
of investment property, less its estimated residual
value and accumulated impairment losses, is
depreciated using the straight-line method over
its estimated useful lives as follows.

o Land use right 57 years

° Buildings 6 years

ARE ISR R B EE
(Expressed in Renminbi unless otherwise indicated)

(BRBHEREBEIN - LARKEIIR)

1 EXEHEBE(E)
(e) WMEE(#E)

BB RK AR RETREE BT -
AEBEHEEANEEEIRES
BT R BN E H i RK AR
CEASMNIREELESUHER -
W& 5 FETRE R (R E
1(k)) °

FARERGELENE - £:tE
HEBRBNBRT BT EBEARE
AR fa] FE 1 BUAR

() BEMX

REMEZEREAAFEAHERES
(A1) B R8T - LABK
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RIEFERENRERIAMARERE
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Notes to the Consolidated Financial Statements

e ISR

(Expressed in Renminbi unless otherwise indicated)

(BrA=BEHI -

AAREIITR)

1 SIGNIFICANT ACCOUNTING POLICIES (Continued)

(9)

114 CONSUN PHARMACEUTICAL GROUP LIMITED RE#ZESEER QA

Other property, plant and equipment

The property, plant and equipment are stated
at cost less accumulated depreciation and
impairment losses (see note 1(k)).

The cost of self-constructed items of property,
plant and equipment includes the cost of
materials, direct labour, the initial estimate,
where relevant, of the costs of dismantling and
removing the items and restoring the site on
which they are located, and an appropriate
proportion of production overheads.

Gains or losses arising from the retirement
or disposal of an item of property, plant and
equipment are determined as the difference
between the net disposal proceeds and the
carrying amount of the item and are recognised
in profit or loss on the date of retirement or
disposal.

1

EXEHEE (&)

(9)

Htps - BENKE

Y BE MR ERK AR 25
WENXREBEEEY R (2K
1(k)) ©

BEYE - BB MEFHHEE KRR
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Notes to the Consolidated Financial Statements

1 SIGNIFICANT ACCOUNTING POLICIES (Continued)

(9)

(h)

Other property, plant and equipment (Continued)

Depreciation is calculated to write off the cost
of items of property, plant and equipment, less
their estimated residual value, if any, using the
straight-line method over their estimated useful
lives as follows:

- Buildings situated on leasehold land
are depreciated over the shorter of
the unexpired term of lease and their
estimated useful lives, being no more than
50 years after the date of completion

- Machinery and equipment 5-20 years
- Motor vehicles 5 years
- Office equipment 5 years

Where parts of an item of property, plant and
equipment have different useful lives, the cost
of the item is allocated on a reasonable basis
between the parts and each part is depreciated
separately. Both the useful life of an asset and its
residual value, if any, are reviewed annually.

Research and development costs

Research and development costs comprise
all costs that are directly attributable to
research and development activities or that
can be allocated on a reasonable basis to such
activities. Because of the nature of the Group’s
research and development activities, the criteria
for the recognition of such costs as an asset are
generally not met until late in the development
stage of the project when the remaining
development costs are immaterial. Hence both
research costs and development costs are
generally recognised as expenses in the period
in which they are incurred.

ARE ISR R B EE
(Expressed in Renminbi unless otherwise indicated)

(BRBHEREBEIN - LARKEIIR)

1 ERETHE (F)
(9) Ht¥x BERRE (F)

FERTIYE  BERKEERAR
MRl E R FH - AEAVEME
ZEFRBHRA OREE G ERE
(A))FE

- fIREELH FNBEDR
REMHEE R E GG A
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BRHBi@% T AEK505F)
e

5-204F
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- BWAERE 5%
HYE - BERREERE SO
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Notes to the Consolidated Financial Statements

e ISR

(Expressed in Renminbi unless otherwise indicated)

(BrA=BEHI -

AAREIITR)

1 SIGNIFICANT ACCOUNTING POLICIES (Continued)

()

116 CONSUN PHARMACEUTICAL GROUP LIMITED RE#ZESEER QA

Intangible assets (other than goodwill)

Intangible assets that are acquired by the Group
are stated at cost less accumulated amortisation
(where the estimated useful life is finite) and
impairment losses (see note 1(k)). Expenditure
on internally generated goodwill and brands is
recognised as an expense in the period in which
it is incurred.

Amortisation of intangible assets with finite useful
lives is charged to profit or loss on a straight-line
basis over the assets’ estimated useful lives. The
following intangible assets with finite useful lives
are amortised from the date they are available for
use or date of acquisition, whichever is shorter
and their estimated useful lives are as follows:

- Patents 8-13 years
Both the period and method of amortisation are
reviewed annually.

Intangible assets are not amortised while their
useful lives are assessed to be indefinite. Any
conclusion that the useful life of an intangible
asset is indefinite is reviewed annually to
determine whether events and circumstances
continue to support the indefinite useful life
assessment for that asset. If they do not, the
change in the useful life assessment from
indefinite to finite is accounted for prospectively
from the date of change and in accordance with
the policy for amortisation of intangible assets
with finite lives as set out above.
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Notes to the Consolidated Financial Statements

1 SIGNIFICANT ACCOUNTING POLICIES (Continued)

1)

Lease assets

At inception of a contract, the Group assesses

whether the contract is, or contains, a lease. A

contract is, or contains, a lease if the contract

conveys the right to control the use of an

identified asset for a period of time in exchange

for consideration. Control is conveyed where the

customer has both the right to direct the use of

the identified asset and to obtain substantially all

of the economic benefits from that use.

()

As a lessee

Where the contract contains lease

component(s) and non-lease
component(s), the Group has elected not
to separate non-lease components and
accounts for each lease component and
any associated non-lease components as

a single lease component for all leases.

At the lease commencement date, the
Group recognises a right-of-use asset
and a lease liability, except for short-term
leases that have a lease term of 12 months
or less and leases of low-value assets.
When the Group enters into a lease in
respect of a low-value asset, the Group
decides whether to capitalise the lease
on a lease-by-lease basis. The lease
payments associated with those leases
which are not capitalised are recognised
as an expense on a systematic basis over
the lease term.
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e ISR

(Expressed in Renminbi unless otherwise indicated)
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AAREIITR)

1 SIGNIFICANT ACCOUNTING POLICIES (Continued)

(i) Lease assets (Continued)

()
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As a lessee (Continued)

Where the lease is capitalised, the lease
liability is initially recognised at the present
value of the lease payments payable
over the lease term, discounted using the
interest rate implicit in the lease or, if that
rate cannot be readily determined, using
a relevant incremental borrowing rate.
After initial recognition, the lease liability
is measured at amortised cost and interest
expense is calculated using the effective
interest method. Variable lease payments
that do not depend on an index or rate are
not included in the measurement of the
lease liability and hence are charged to
profit or loss in the accounting period in
which they are incurred.

The right-of-use asset recognised when a
lease is capitalised is initially measured
at cost, which comprises the initial
amount of the lease liability plus any
lease payments made at or before the
commencement date, and any initial direct
costs incurred. Where applicable, the cost
of the right-of-use assets also includes an
estimate of costs to dismantle and remove
the underlying asset or to restore the
underlying asset or the site on which it is
located, discounted to their present value,
less any lease incentives received. The
right-of-use asset is subsequently stated
at cost less accumulated depreciation and
impairment losses (see note 1(j)).
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Notes to the Consolidated Financial Statements

1 SIGNIFICANT ACCOUNTING POLICIES (Continued)

(i) Lease assets (Continued)

(i)

As a lessee (Continued)

The lease liability is remeasured when
there is a change in future lease payments
arising from a change in an index or
rate, or there is a change in the Group’s
estimate of the amount expected to be
payable under a residual value guarantee,
or there is a change arising from the
reassessment of whether the Group will be
reasonably certain to exercise a purchase,
extension or termination option. When the
lease liability is remeasured in this way,
a corresponding adjustment is made to
the carrying amount of the right-of-use
asset, or is recorded in profit or loss if the
carrying amount of the right-of-use asset
has been reduced to zero.

The Group presents right-of-use assets
that do not meet the definition of
investment property in ‘other property,
plant and equipment’ and presents lease
liabilities separately in the statement of
financial position.
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e ISR

(Expressed in Renminbi unless otherwise indicated)

(BrA=BEHI -

AAREIITR)

1 SIGNIFICANT ACCOUNTING POLICIES (Continued)

1) Lease assets (Continued)

(i)

As a lessor

When the Group acts as a lessor, it
determines at lease inception whether
each lease is a finance lease or an
operating lease. A lease is classified as
a finance lease if it transfers substantially
all the risks and rewards incidental to the
ownership of an underlying assets to the
lessee. If this is not the case, the lease is
classified as an operating lease.

When a contract contains lease and
non-lease components, the Group allocates
the consideration in the contract to each
component on a relative stand-alone
selling price basis. The rental income
from operating leases is recognised in
accordance with note 1(u)(ii).

When the Group is an intermediate
lessor, the sub-leases are classified as
a finance lease or as an operating lease
with reference to the right-of-use asset
arising from the head lease. If the head
lease is a short-term lease to which the
Group applies the exemption described in
note 1(j)(i), then the Group classifies the
sub-lease as an operating lease.

(k) Credit losses and impairment of assets

()
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Credit losses from financial instruments

The Group recognises a loss allowance
for expected credit losses (“ECLs”) on the
financial assets measured at amortised
cost (including cash and cash equivalents
and trade receivables and other
receivables).

Other financial assets measured at fair
value, including equity and debt securities
measured at FVPL, are not subject to the
ECL assessment.
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Notes to the Consolidated Financial Statements

1 SIGNIFICANT ACCOUNTING POLICIES (Continued)

(k) Credit losses and impairment of assets
(Continued)

(i)

Credit losses from financial instruments
(Continued)

Measurement of ECLs

ECLs are a probability-weighted
estimate of credit losses. Credit losses
are measured as the present value of
all expected cash shortfalls (i.e. the
difference between the cash flows due to
the Group in accordance with the contract
and the cash flows that the Group expects
to receive).

The expected cash shortfalls are
discounted using the following discount
rates where the effect of discounting is
material:

- fixed-rate financial assets, trade
and other receivables and contract
assets: effective interest rate
determined at initial recognition or
an approximation thereof;

- variable-rate financial assets:
current effective interest rate;

- lease receivables: discount rate
used in the measurement of the
lease receivable;

The maximum period considered
when estimating ECLs is the maximum
contractual period over which the Group is
exposed to credit risk.

In measuring ECLs, the Group takes into
account reasonable and supportable
information that is available without undue
cost or effort. This includes information
about past events, current conditions and
forecasts of future economic conditions.
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Notes to the Consolidated Financial Statements

e ISR

(Expressed in Renminbi unless otherwise indicated)

(BRBHEREPI - LARKEIIR)

1 SIGNIFICANT ACCOUNTING POLICIES (Continued)

(k) Credit losses and impairment of assets
(Continued)

(i) Credit losses from financial instruments
(Continued)

Measurement of ECLs (Continued)

ECLs are measured on either of the
following bases:

- 12-month ECLs: these are losses
that are expected to result from
possible default events within the 12
months after the reporting date; and

- lifetime ECLs: these are losses
that are expected to result from all
possible default events over the
expected lives of the items to which
the ECL model applies.

Loss allowances for trade receivables and
lease receivables are always measured at
an amount equal to lifetime ECLs. ECLs on
these financial assets are estimated using
a provision matrix based on the Group’s
historical credit loss experience, adjusted
for factors that are specific to the debtors
and an assessment of both the current and
forecast general economic conditions at
the reporting date.

For all other financial instruments, the
Group recognises a loss allowance
equal to 12-month ECLs unless there
has been a significant increase in credit
risk of the financial instrument since
initial recognition, in which case the loss
allowance is measured at an amount equal
to lifetime ECLs.
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Notes to the Consolidated Financial Statements

1 SIGNIFICANT ACCOUNTING POLICIES (Continued)

(k) Credit losses and impairment of assets
(Continued)

(i)

Credit losses from financial instruments
(Continued)

Significant increases in credit risk

In assessing whether the credit risk of
a financial instrument has increased
significantly since initial recognition,
the Group compares the risk of default
occurring on the financial instrument
assessed at the reporting date with that
assessed at the date of initial recognition.
In making this reassessment, the Group
considers that a default event occurs
when (i) the borrower is unlikely to pay
its credit obligations to the Group in
full, without recourse by the Group to
actions such as realising security (if any
is held); or (ii) the financial asset is 90
days past due. The Group considers both
quantitative and qualitative information that
is reasonable and supportable, including
historical experience and forward-looking
information that is available without undue
cost or effort.

In particular, the following information
is taken into account when assessing
increased

whether credit risk has

significantly since initial recognition:

- failure to make payments of
principal or interest on their

contractually due dates;

- an actual or expected significant
deterioration in a financial
instrument’s external or internal

credit rating (if available);
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Notes to the Consolidated Financial Statements

e ISR

(Expressed in Renminbi unless otherwise indicated)

(BrA=BEHI -

AAREIITR)

1 SIGNIFICANT ACCOUNTING POLICIES (Continued)

(k) Credit losses and impairment of assets
(Continued)

(0
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Credit losses from financial instruments
(Continued)

Significant increases in credit risk (Continued)

- an actual or expected significant
deterioration in the operating results
of the debtor; and

- existing or forecast changes in the
technological, market, economic
or legal environment that have a
significant adverse effect on the
debtor’s ability to meet its obligation
to the Group.

Depending on the nature of the
financial instruments, the assessment
of a significant increase in credit risk is
performed on either an individual basis or
a collective basis. When the assessment
is performed on a collective basis, the
financial instruments are grouped based
on shared credit risk characteristics, such

as past due status and credit risk ratings.

ECLs are remeasured at each reporting
date to reflect changes in the financial
instrument’s credit risk since initial
recognition. Any change in the ECL
amount is recognised as an impairment
gain or loss in profit or loss. The Group
recognises an impairment gain or
loss for all financial instruments with a
corresponding adjustment to their carrying
amount through a loss allowance account.

At each reporting date, the Group
assesses whether a financial asset is
credit-impaired. A financial asset is
credit-impaired when one or more events
that have a detrimental impact on the
estimated future cash flows of the financial
asset have occurred.
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Notes to the Consolidated Financial Statements

1 SIGNIFICANT ACCOUNTING POLICIES (Continued)

(k) Credit losses and impairment of assets
(Continued)

(i)

Credit losses from financial instruments
(Continued)

Significant increases in credit risk (Continued)

Evidence that a financial asset is
credit-impaired includes the following
observable events:

- significant financial difficulties of the
debtor;

- a breach of contract, such as a
default or past due event;

- it becoming probable that the
borrower will enter into bankruptcy
or other financial reorganisation;

- significant changes in the
technological, market, economic
or legal environment that have an
adverse effect on the debtor; or

- the disappearance of an active
market for a security because of
financial difficulties of the issuer.

Write-off policy

The gross carrying amount of a financial
asset or lease receivable is written off
(either partially or in full) to the extent that
there is no realistic prospect of recovery.
This is generally the case when the Group
determines that the debtor does not have
assets or sources of income that could
generate sufficient cash flows to repay the
amounts subject to the write-off.

Subsequent recoveries of an asset that
was previously written off are recognised
as a reversal of impairment in profit or loss
in the period in which the recovery occurs.
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Notes to the Consolidated Financial Statements

e ISR

(Expressed in Renminbi unless otherwise indicated)

(BrA=BEHI -

AAREIITR)

1 SIGNIFICANT ACCOUNTING POLICIES (Continued)

(k) Credit losses and impairment of assets
(Continued)

(ii)

126 CONSUN PHARMACEUTICAL GROUP LIMITED RE#ZESEER QA

Impairment of other non-current assets

Internal and external sources of
information are reviewed at the end
of each reporting period to identify
indications that the following assets may
be impaired or, except in the case of
goodwill, an impairment loss previously
recognised no longer exists or may have
decreased:

investment properties;

- other property, plant and
equipment, including right-of-use
assets;

- land use rights;

- intangible assets;

- goodwill; and

- investment in subsidiaries in the
Company’s statement of financial
position.

If any such indication exists, the asset's
recoverable amount is estimated. In
addition, for goodwill and intangible
assets that have indefinite useful lives, the
recoverable amount is estimated annually
whether or not there is any indication of
impairment.
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Notes to the Consolidated Financial Statements

1 SIGNIFICANT ACCOUNTING POLICIES (Continued)

(k) Credit losses and impairment of assets

(Continued)

(i)  Impairment of other non-current assets
(Continued)

Calculation of recoverable amount

The recoverable amount of an
asset is the greater of its fair value
less costs of disposal and value
in use. In assessing value in use,
the estimated future cash flows
are discounted to their present
value using a pre-tax discount
rate that reflects current market
assessments of the time value of
money and the risks specific to
the asset. Where an asset does
not generate cash inflows largely
independent of those from other
assets, the recoverable amount
is determined for the smallest
group of assets that generates
cash inflows independently (i.e. a
cash-generating unit).
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Notes to the Consolidated Financial Statements

e ISR

(Expressed in Renminbi unless otherwise indicated)

(BRBHEREPI - LARKEIIR)

1

SIGNIFICANT ACCOUNTING POLICIES (Continued)

(k) Credit losses and impairment of assets

(Continued)

(iij)  Impairment of other non-current assets
(Continued)
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Recognition of impairment losses

An impairment loss is recognised in
profit or loss if the carrying amount
of an asset, or the cash-generating
unit to which it belongs, exceeds
its recoverable amount. Impairment
losses recognised in respect of
cash-generating units are allocated
first to reduce the carrying amount
of any goodwill allocated to the
cash-generating unit (or group
of units) and then, to reduce the
carrying amount of the other assets
in the unit (or group of units) on
a pro rata basis, except that the
carrying value of an asset will not
be reduced below its individual
fair value less costs of disposal
(if measurable) or value in use (if
determinable).

1

EXEHEE (&)

(k)

FEBBEREERME (&)

(ii)

B HREEERE (&)

HERRERR

HEEXEMBRE
EA BN RE{ER
BEA N E S R
AR B 58 5K T ERRUR
BER - -REELE
B MR RERE
SEEDREANRD
PTREZRTELE
iz (kBRI &
EABHEREE &
BIRLL IR A 5% B AL
(BRAR) NE
EENKREE - I
REENEEETS
HEERE@ER 2R
BR A B ERA (1
REFHE) HEREE
(UNEEEERE) MV -



Notes to the Consolidated Financial Statements

1 SIGNIFICANT ACCOUNTING POLICIES (Continued)

(k)

Credit losses and impairment of assets

(Continued)

(ii)

(iii)

Impairment of other non-current assets
(Continued)

- Reversals of impairment losses

In respect of assets other than
goodwill, an impairment loss
is reversed if there has been a
favourable change in the estimates
used to determine the recoverable
amount. An impairment loss in
respect of goodwill is not reversed.

A reversal of an impairment loss
is limited to the asset’s carrying
amount that would have been
determined had no impairment loss
been recognised in prior years.
Reversals of impairment losses
are credited to profit or loss in the
year in which the reversals are
recognised.

Interim financial reporting and impairment

Under the Listing Rules, the Group is
required to prepare an interim financial
report in compliance with HKAS 34, Interim
financial reporting, in respect of the first six
months of the financial year. At the end of
the interim period, the Group applies the
same impairment testing, recognition, and
reversal criteria as it would at the end of
the financial year (see notes 1(k)(i) and (ii)).

Impairment losses recognised in an
interim period in respect of goodwill are
not reversed in a subsequent period. This
is the case even if no loss, or a smaller
loss, would have been recognised had the
impairment been assessed only at the end
of the financial year to which the interim
period relates.
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e ISR

(Expressed in Renminbi unless otherwise indicated)
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1 SIGNIFICANT ACCOUNTING POLICIES (Continued)

)
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Inventories

Inventories are assets which are held for sale
in the ordinary course of business, in the
process of production for such sale or in the
form of materials or supplies to be consumed
in the production process or in the rendering of
services.

Inventories are carried at the lower of cost and
net realisable value.

Cost is calculated using the weighted average
cost formula and comprises all costs of purchase,
costs of conversion and other costs incurred in
bringing the inventories to their present location
and condition.

Net realisable value is the estimated selling
price in the ordinary course of business less the
estimated costs of completion and the estimated
costs necessary to make the sale.

When inventories are sold, the carrying amount
of those inventories is recognised as an expense
in the period in which the related revenue is
recognised.

The amount of any write-down of inventories to
net realisable value and all losses of inventories
are recognised as an expense in the period
the write-down or loss occurs. The amount of
any reversal of any write-down of inventories
is recognised as a reduction in the amount of
inventories recognised as an expense in the
period in which the reversal occurs.
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Notes to the Consolidated Financial Statements

1 SIGNIFICANT ACCOUNTING POLICIES (Continued)

(m)

Contract assets and contract liabilities

A contract asset is recognised when the Group
recognises revenue (see note 1(u)) before being
unconditionally entitled to the consideration
under the payment terms set out in the contract.
Contract assets are assessed for expected
credit losses (ECL) in accordance with the policy
set out in note 1(k)(i) and are reclassified to
receivables when the right to the consideration
has become unconditional (see note 1(n)).

The current business model of the Group does
not lead to any recognition of contract assets.

A contract liability is recognised when the
customer pays consideration before the Group
recognises the related revenue (see note 1(u)).
A contract liability would also be recognised if
the Group has an unconditional right to receive
consideration before the Group recognises the
related revenue. In such cases, a corresponding
receivable would also be recognised (see note

1(n)).

For a single contract with the customer, either
a net contract asset or a net contract liability is
presented. For multiple contracts, contract assets
and contract liabilities of unrelated contracts are
not presented on a net basis.

When the contract includes a significant
financing component, the contract balance
includes interest accrued under the effective
interest method (see note 1(u)).

The amount of contract liabilities are not
individually sufficiently material and therefore
is not separately presented in the statement
of financial position. Relevant information
is collectively presented in trade and other
payables (see note 19).
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AAREIITR)

SIGNIFICANT ACCOUNTING POLICIES (Continued)

(n)

(o)

(P)

Trade and other receivables

A receivable is recognised when the Group has
an unconditional right to receive consideration.
A right to receive consideration is unconditional
if only the passage of time is required before
payment of that consideration is due. If revenue
has been recognised before the Group has an
unconditional right to receive consideration, the
amount is presented as a contract asset (see
note 1(m)).

Receivables are stated at amortised cost using
the effective interest method less allowance for
credit losses (see note 1(k)(i)).

Cash and cash equivalents

Cash and cash equivalents comprise cash
at bank and on hand, demand deposits with
banks and other financial institutions, and
short-term, highly liquid investments that are
readily convertible into known amounts of cash
and which are subject to an insignificant risk
of changes in value, having been within three
months of maturity at acquisition. Cash and cash
equivalents are assessed for expected credit
losses (ECL) in accordance with the policy set
out in note 1(k)(i).

Trade and other payables

Trade and other payables are initially recognised
at fair value and are subsequently stated at
amortised cost unless the effect of discounting
would be immaterial, in which case they are
stated at cost.
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Notes to the Consolidated Financial Statements

1 SIGNIFICANT ACCOUNTING POLICIES (Continued)

(a)

Interest-bearing borrowings

Interest-bearing borrowings are recognised

initially at fair value less attributable transaction

costs. Subsequent to initial recognition,

interest-bearing borrowings are stated at

amortised cost using the effective interest

method. Interest expense is recognised in

accordance with the Group’s accounting policy

for borrowing costs (see note 1(w)).

Employee benefits

(i)

Short-term employee benefits and
contributions to defined contribution
retirement plans

Salaries, annual bonuses, paid annual
leave, contributions to defined contribution
retirement plans and the cost of
non-monetary benefits are accrued in the
year in which the associated services are
rendered by employees. Where payment
or settlement is deferred and the effect
would be material, these amounts are
stated at their present values.

Contribution to appropriate local defined
contribution retirement schemes pursuant
to the relevant labour rules and regulations
in the PRC are recognised as an expense
in profit or loss as incurred, except to the
extent that they are included in the cost
of inventories not yet recognised as an
expense.
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1 SIGNIFICANT ACCOUNTING POLICIES (Continued)

(r) Employee benefits (Continued)

(i)

134 CONSUN PHARMACEUTICAL GROUP LIMITED RE#ZESEERAA

Share-based payments

The fair value of share options granted to
employees is recognised as an employee
cost with a corresponding increase in
a capital reserve within equity. The fair
value is measured at grant date using the
binomial tree model, taking into account
the terms and conditions upon which
the options were granted. Where the
employees have to meet vesting conditions
before becoming unconditionally entitled to
the options, the total estimated fair value
of the options is spread over the vesting
period, taking into account the probability
that the options will vest.

During the vesting period, the number
of share options that is expected to vest
is reviewed. Any resulting adjustment
to the cumulative fair value recognised
in prior years is charged/credited to the
profit or loss for the year of the review,
unless the original employee expenses
qualify for recognition as an asset, with a
corresponding adjustment to the capital
reserve. On vesting date, the amount
recognised as an expense is adjusted to
reflect the actual number of options that
vest (with a corresponding adjustment to
the capital reserve) except where forfeiture
is only due to not achieving vesting
conditions that relate to the market price of
the Company’s shares. The equity amount
is recognised in the capital reserve until
either the option is exercised (when it
is included in the amount recognised in
share capital for the shares issued) or the
option expires (when it is released directly
to retained profits).
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Notes to the Consolidated Financial Statements

1 SIGNIFICANT ACCOUNTING POLICIES (Continued)

(r)

(s)

Employee benefits (Continued)

(iii)  Termination benefits

Termination benefits are recognised at the
earlier of when the Group can no longer
withdraw the offer of those benefits and
when it recognises restructuring costs
involving the payment of termination
benefits.

Income tax

Income tax for the year comprises current tax
and movements in deferred tax assets and
liabilities. Current tax and movements in deferred
tax assets and liabilities are recognised in profit
or loss except to the extent that they relate
to items recognised in other comprehensive
income or directly in equity, in which case the
relevant amounts of tax are recognised in other
comprehensive income or directly in equity,
respectively.

Current tax is the expected tax payable on the
taxable income for the year, using tax rates
enacted or substantively enacted at the end of
the reporting period, and any adjustment to tax
payable in respect of previous years.

Deferred tax assets and liabilities arise from
deductible and taxable temporary differences
respectively, being the differences between the
carrying amounts of assets and liabilities for
financial reporting purposes and their tax bases.
Deferred tax assets also arise from unused tax
losses and unused tax credits.

ARE ISR R B EE
(Expressed in Renminbi unless otherwise indicated)
(BRSHEEAN - UARBIITR)
1 EXSTBER (&2)
(n EEER#E)

(ii))  AIEEF
BIFEFEEAREBTHEE
SORE FTiR (A 4% 1E 4@ A1 sk
RS MR I BN RN E
MR (AR R & B %) B R
‘Z?\J\ ®

(s) Fie®
FRAEREIEENVHAT 8 K IEER
HEEEHBBENES - BIPHRER

ELERBEERABNESHYNIE
SRAFER - ERE M2 RSN
BEERERERANERNIER ARER
BRON - ERBER TEBRBESED
AR EMEmEmskEER RN
R o

BIHITR IR AL F AR IR ARA
RBEEMRCERRBEEE LR
BERFENRHEMADIE - TG
EEENRNRBEEL EMREE -

BELEHRBEERAED B BRI
KRERMWER ZRREL - Bt
BmEm s EEME ENIREER
HMECHNER - BEXHBEE
MEARBARAEER R AR AHA
BeEL -

ANNUAL REPORT 2019 #EiHR%E 135



Notes to the Consolidated Financial Statements

e ISR

(Expressed in Renminbi unless otherwise indicated)

(BrA=BEHI -

AAREIITR)

1 SIGNIFICANT ACCOUNTING POLICIES (Continued)

(s)

136 CONSUN PHARMACEUTICAL GROUP LIMITED RE#ZESEEER QA

Income tax (Continued)

Apart from certain limited exceptions, all deferred
tax liabilities, and all deferred tax assets to the
extent that it is probable that future taxable
profits will be available against which the asset
can be utilised, are recognised. Future taxable
profits that may support the recognition of
deferred tax assets arising from deductible
temporary differences include those that will arise
from the reversal of existing taxable temporary
differences, provided those differences relate to
the same taxation authority and the same taxable
entity, and are expected to reverse either in the
same period as the expected reversal of the
deductible temporary difference or in periods
into which a tax loss arising from the deferred tax
asset can be carried back or forward. The same
criteria are adopted when determining whether
existing taxable temporary differences support
the recognition of deferred tax assets arising
from unused tax losses and credits, that is, those
differences are taken into account if they relate to
the same taxation authority and the same taxable
entity, and are expected to reverse in a period,
or periods, in which the tax loss or credit can be
utilised.

The limited exceptions to recognition of deferred
tax assets and liabilities are those temporary
differences arising from goodwill not deductible
for tax purposes, the initial recognition of assets
or liabilities that affect neither accounting
nor taxable profit (provided they are not part
of a business combination), and temporary
differences relating to investments in subsidiaries
to the extent that, in the case of taxable
differences, the Group controls the timing of the
reversal and it is probable that the differences
will not reverse in the foreseeable future, or in
the case of deductible differences, unless it is
probable that they will reverse in the future.

1

EXEHEE (&)

(s)

e (&)

BETFAROSMERS - FEE
BB B B R BRI AL BB A
(LA 5 5% 7 .7 F 38 B4 U B T
PAZZERFENAR) HET
DABERR o 7 SR BERR E TR S
AT A B E R IR A A R R
RSB 4% 1 £ 45 ) O 30 75 AR
UHEEMALNOSE SR
BB A B — B M B S ) — R
HEBEH - LI TR
= T8 SHAE A0 R — B R R A
THA R ARSI R R
MMM BEAED - EETRE
FERHESEEE TS RRE %
) B B9 R 0 2 A MO SR
HAE - e RAR—ER - B
REEEERA—BBEERA—
ERAHEREY  LEBEHES
8545 4 7T B P P B A el - )
FAZE -

BRAELCHEEEMABHNERYD
SMES - BRI EEL
MERZE  TEESTHERD
M E B E B BRI SR (A
EREIW TEEHA G — B0
PRELMEREZRE - ARAERH
BRARMBRENERZR (WEE
RHER - AIRRRAEERIZ
BEARRE - fAER RARSK
AREE MM ERE  MBAHKRE
82 0 RIRBRPOR AT BE7E 5 SR B [E &Y
Z8]) e



Notes to the Consolidated Financial Statements

1 SIGNIFICANT ACCOUNTING POLICIES (Continued)

(s)

Income tax (Continued)

The amount of deferred tax recognised is
measured based on the expected manner of
realisation or settlement of the carrying amount
of the assets and liabilities, using tax rates
enacted or substantively enacted at the end of
the reporting period. Deferred tax assets and
liabilities are not discounted.

The carrying amount of a deferred tax asset is
reviewed at the end of each reporting period
and is reduced to the extent that it is no longer
probable that sufficient taxable profits will be
available to allow the related tax benefit to be
utilised. Any such reduction is reversed to the
extent that it becomes probable that sufficient
taxable profits will be available.

Additional income taxes that arise from the
distribution of dividends are recognised when
the liability to pay the related dividends is
recognised.
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(Expressed in Renminbi unless otherwise indicated)

(BRBHEREPI - LARKEIIR)

1 SIGNIFICANT ACCOUNTING POLICIES (Continued)
(s) Income tax (Continued)

Current tax balances and deferred tax balances,
and movements therein, are presented separately
from each other and are not offset. Current tax
assets are offset against current tax liabilities,
and deferred tax assets against deferred tax
liabilities, if the Company or the Group has the
legally enforceable right to set off current tax
assets against current tax liabilities and the
following additional conditions are met:

- in the case of current tax assets and
liabilities, the Company or the Group
intends either to settle on a net basis, or
to realise the asset and settle the liability
simultaneously; or

- in the case of deferred tax assets and
liabilities, if they relate to income taxes
levied by the same taxation authority on
either:

- the same taxable entity; or

- different taxable entities, which, in each
future period in which significant amounts
of deferred tax liabilities or assets are
expected to be settled or recovered,
intend to realise the current tax assets and
settle the current tax liabilities on a net
basis or realise and settle simultaneously.

138 CONSUN PHARMACEUTICAL GROUP LIMITED RE#ZESEER QA
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Notes to the Consolidated Financial Statements

1 SIGNIFICANT ACCOUNTING POLICIES (Continued)

®

(u)

Provisions and contingent liabilities

Provisions are recognised for other liabilities
of uncertain timing or amount when the Group
or the Company has a legal or constructive
obligation arising as a result of a past event, it
is probable that an outflow of economic benefits
will be required to settle the obligation and a
reliable estimate can be made. Where the time
value of money is material, provisions are stated
at the present value of the expenditure expected
to settle the obligation.

Where it is not probable that an outflow of
economic benefits will be required, or the amount
cannot be estimated reliably, the obligation is
disclosed as a contingent liability, unless the
probability of outflow of economic benefits is
remote. Possible obligations, whose existence
will only be confirmed by the occurrence or
non-occurrence of one or more future events are
also disclosed as contingent liabilities unless
the probability of outflow of economic benefits is
remote.

Revenue and other income

Income is classified by the Group as revenue
when it arises from the sale of goods, the
provision of services or the use by others of
the Group’s assets under leases in the ordinary
course of the Group’s business.

Revenue is recognised when control over a
product or service is transferred to the customer,
or the lessee has the right to use the asset, at the
amount of promised consideration to which the
Group is expected to be entitled, excluding those
amounts collected on behalf of third parties.
Revenue excludes value added tax or other
sales taxes and is after deduction of any trade
discounts.
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AAREIITR)

1 SIGNIFICANT ACCOUNTING POLICIES (Continued)

(u)

140 CONSUN PHARMACEUTICAL GROUP LIMITED RE#ZESEER QA

Revenue and other income (Continued)

Where the contract contains a financing
component which provides a significant financing
benefit to the customer for more than 12 months,
revenue is measured at the present value
of the amount receivable, discounted using
the discount rate that would be reflected in a
separate financing transaction with the customer,
and interest income is accrued separately under
the effective interest method. Where the contract
contains a financing component which provides
a significant financing benefit to the Group,
revenue recognised under that contract includes
the interest expense accreted on the contract
liability under the effective interest method.

Further details of the Group's revenue and other
income recognition policies are as follows:

(i) Sale of goods

Revenue is recognised when the customer
takes possession of and accepts the
goods.

In the comparative period, revenue was
recognised when the goods were delivered
to the customers’ premises, which was
taken to be the point in time when the
customer had accepted the goods and the
related risks and rewards of ownership.
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Notes to the Consolidated Financial Statements

1 SIGNIFICANT ACCOUNTING POLICIES (Continued)

(u)
(ii)

(iii)

Revenue and other income (Continued)

Rental income from operating leases

Rental income receivable under operating
leases is recognised in profit or loss
in equal instalments over the periods
covered by the lease term, except where
an alternative basis is more representative
of the pattern of benefits to be derived
from the use of the leased asset. Lease
incentives granted are recognised in profit
or loss as an integral part of the aggregate
net lease payments receivable. Contingent
rentals are recognised as income in the
accounting period in which they are
earned.

Interest income

Interest income is recognised as it accrues
using the effective interest method. For
financial assets measured at amortised
cost or FVOCI (recycling) that are not
credit-impaired, the effective interest rate
is applied to the gross carrying amount
of the asset. For credit impaired financial
assets, the effective interest rate is applied
to the amortised cost (i.e. gross carrying
amount net of loss allowance) of the asset
(see note 1(k)(i)).
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1 SIGNIFICANT ACCOUNTING POLICIES (Continued)

(u) Revenue and other income (Continued)

(iv)

(v)
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Government grants

Government grants are recognised in the
statement of financial position initially
when there is reasonable assurance that
they will be received and that the Group
will comply with the conditions attaching to
them. Grants that compensate the Group
for expenses incurred are recognised as
income in profit or loss on a systematic
basis in the same periods in which the
expenses are incurred. Grants that
compensate the Group for the cost of an
asset are initially recognised as deferred
income and subsequently recognised
as other income in profit or loss over the
useful life of the assets.

Translation of foreign currencies

Foreign currency transactions during
the year are translated at the foreign
exchange rates ruling at the transaction
dates. Monetary assets and liabilities
denominated in foreign currencies are
translated at the foreign exchange rates
ruling at the end of the reporting period.
Exchange gains and losses are recognised
in profit or loss.

Non-monetary assets and liabilities that
are measured in terms of historical cost
in a foreign currency are translated
using the foreign exchange rates ruling
at the transaction dates. The transaction
date is the date on which the Company
initially recognises such non-monetary
assets or liabilities. Non-monetary assets
and liabilities denominated in foreign
currencies that are stated at fair value
are translated using the foreign exchange
rates ruling at the dates the fair value was
determined.
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Notes to the Consolidated Financial Statements

1 SIGNIFICANT ACCOUNTING POLICIES (Continued)

(u)

(w)

Revenue and other income (Continued)

(v)

Translation of foreign currencies
(Continued)

The results of foreign operations are
translated into Renminbi at the exchange
rates approximating the foreign exchange
rates ruling at the dates of the transactions.
Statement of financial position items are
translated into Renminbi at the closing
foreign exchange rates ruling at the end
of the reporting period. The resulting
exchange differences are recognised
directly in other comprehensive income
and accumulated separately in equity in the
exchange reserve.

Borrowing costs

Borrowing costs are expensed in the period in

which they are incurred.

All borrowing costs of the Group are expensed in

the period in which they are incurred.

e ISR

(Expressed in Renminbi unless otherwise indicated)
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AAREIITR)
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e ISR

(Expressed in Renminbi unless otherwise indicated)

(BrA=BEHI -
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AAREIITR)

SIGNIFICANT ACCOUNTING POLICIES (Continued)

(x)

Related parties

(a)

(b)

A person, or a close member of that

person’s family, is related to the Group if

that person:

(i)

(i)

(iiif)

has control or joint control over the
Group;

has significant influence over the
Group; or

is a member of the key management
personnel of the Group or the
Group’s parent.

An entity is related to the Group if any of

the following conditions applies:

(i)

(iiif)

The entity and the Group are
members of the same group (which
means that each parent, subsidiary
and fellow subsidiary is related to
the others).

One entity is an associate or joint
venture of the other entity (or an
associate or joint venture of a
member of a group of which the
other entity is a member).

Both entities are joint ventures of
the same third party.
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Notes to the Consolidated Financial Statements

1 SIGNIFICANT ACCOUNTING POLICIES (Continued)

(x)
(b)

Related parties (Continued)

(Continued)

(iv)

(vii)

(viii)

One entity is a joint venture of a
third entity and the other entity is an
associate of the third entity.

The entity is a post-employment
benefit plan for the benefit of
employees of either the Group or an
entity related to the Group.

The entity is controlled or jointly
controlled by a person identified in

(a).

A person identified in (a)(i) has
significant influence over the
entity or is a member of the key
management personnel of the entity
(or of a parent of the entity).

The entity, or any member of a
group of which it is a part, provides
key management personnel services
to the Group or to the Group's
parent.

Close members of the family of a person

are those family members who may be

expected to influence, or be influenced by,

that person in their dealings with the entity.

AN
17

S MR MR

(Expressed in Renminbi unless otherwise indicated)
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e ISR

(Expressed in Renminbi unless otherwise indicated)

(BrA=BEHI -
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AAREIITR)

SIGNIFICANT ACCOUNTING POLICIES (Continued)

(y)

Segment reporting

Operating segments, and the amounts of
each segment item reported in the financial
statements, are identified from the financial
information provided regularly to the Group’s
most senior executive management for the
purposes of allocating resources to, and
assessing the performance of, the Group's
various lines of business and geographical
locations.

Individually material operating segments are
not aggregated for financial reporting purposes
unless the segments have similar economic
characteristics and are similar in respect of
the nature of products and services, the nature
of production processes, the type or class
of customers, the methods used to distribute
the products or provide the services, and the
nature of the regulatory environment. Operating
segments which are not individually material may
be aggregated if they share a majority of these
criteria.

1

EXEHEE (&)

(y)
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Notes to the Consolidated Financial Statements

2 REVENUE AND SEGMENT REPORTING

(a)

Revenue

The principal activities of the Group are the
manufacturing and sales of pharmaceutical
products. Further details regarding the Group’s
principal activities are disclosed in note 2(b).

Disaggregation of revenue from contracts with

ARE ISR R B EE
(Expressed in Renminbi unless otherwise indicated)

(BRBHEREBEIN - LARKEIIR)

2 WARDTHRE
(a) WA

REBNFEER ABEMEERH
€ AEAEBEZBEBNE—F
FIEHERHITE2(D) ©

KREEBEFPAYZANMBARE

customers by major products is as follows: EEMIZOTFAT
2019 2018
20194 20184
RMB’ 000 RMB’ 000
ARET R ARBTT
Kidney medicines By 1,062,452 928,360
Contrast medium LA 139,802 128,056
Orthopedics medicines ERSE-3Y) 116,141 250,171
Dermatologic medicines 4 gREty) 98,338 222,025
Hepatobiliary medicines FFRE %) 31,871 111,233
Gynaecology and paediatrics drugs 7 5T ) 170,131 130,444
Others Eb 109,521 73,684
1,728,256 1,843,973

Disaggregation of revenue from contracts with
customers by the timing of revenue recognition
and by geographic markets is disclosed in notes
2(b)(i) and 2(b)(iii) respectively.

REBEEPEIMLE 2 WARKA
ERERRZMENIS ZDFD
R & AT EE2(b)(1) B 2(b)(iii) °
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e ISR

(Expressed in Renminbi unless otherwise indicated)

(BrA=BEHI -

AAREIITR)

2 REVENUE AND SEGMENT REPORTING (Continued)

2 WARSBESE (E)

(a) Revenue (Continued) (a) WA (&)
Revenue from major customers contributing over REBERMIASEEKABRI10%8E
10% of the revenue of the Group, is as follows, EEFHBA (BRERAEAEEEE
including sales to entities which are known to the HZERPXHARES 2 BEIED
Group to be under common control with these BSHE) AT
customers:
2019 2018
2019% 20184F
RMB’ 000 RMB’ 000
AR¥T AR¥BTIT
Customer A BFEH 444,776 419,528
Customer B vFZ 179,506 33,676
As at 31 December 2019, full amount of the MR2019F12831H » R"EBEIRA
transaction price under the Group’s existing EHETRSERNEHFIEER
contracts was recognised as revenue. BUA o
(b) Segment reporting (b) SHHSE

148 CONSUN PHARMACEUTICAL GROUP LIMITED RE#ZESEERAA

The Group manages its businesses by product
lines. In a manner consistent with the way in
which information is reported internally to the
Group’'s most senior executive management
for the purposes of resource allocation and
performance assessment, the Group has
presented the following two reportable segments.

- Consun Pharmaceutical Segment: this
segment manufactures and sells modern
Chinese medicines and medical contrast
medium.

- Yulin Pharmaceutical Segment: this
segment manufactures and sells traditional
Chinese medicines.

AEBREMREEREERR - A&
B 27 THMER2HD - B
5107 AN S0 BB IR R AHERIR
BHmMAASBERSTREREAR
AR EEHN T AER—B -

-  REHENE BEOREE
Ko SHEE IR A A BE K% B8 AR
GESLLR -



Notes to the Consolidated Financial Statements

2 REVENUE AND SEGMENT REPORTING (Continued)

(b) Segment reporting (Continued)

()

Segment results, assets and liabilities

For the purposes of assessing segment
performance and allocating resources
between segments, the Group’s senior
executive management monitors the
results, assets and liabilities attributable to
each reportable segment on the following

bases:

Segment assets include all tangible,
intangible assets and current assets with
the exception of interests in associates,
investments in financial assets, deferred
tax assets and other corporate assets.
Segment liabilities include trade creditors,
accruals and bills payable attributable to
the manufacturing and sales activities of
the individual segments managed directly
by the segments.

Revenue and expenses are allocated to
the reportable segments with reference
to sales generated by those segments
and the expenses incurred by those
segments or which otherwise arise from
the depreciation or amortisation of assets
attributable to those segments. However,
other than reporting inter-segment sales
of pharmaceutical products, assistance
provided by one segment to another,
including sharing of assets and technical
know-how, is not measured.

The measure used for reporting segment
profit is gross profit. The Group’s senior
executive management is provided with
segment information concerning segment
revenue and gross profit. Segment assets
and liabilities are not reported to the Group’s
senior executive management regularly.

e ISR

(Expressed in Renminbi unless otherwise indicated)
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(b) SE|WE ()

(i)

DERE BERAE

RS D BRI R o BB
PERER  AEERETH
ﬁ@AfﬁFMT%E%%

WMo EEWES
ﬁ%&ﬁﬁi

WEERRBEE ﬁ‘ﬁEA
LRRIMELD  SREEN
RE  BEEMBAEEREMD
REBEEARIN - DEARE

BEHEOMEREENE

DHEEBERERR

A RPEERIHEEBEIG
MWEZRNER - BETER

RENRRE -

WARRSX RS IRZED
BREE A M $H 5 R X B ST A%
F 7 RBIEAA B E T E S i
EENRAX  DEZA2®
DEB o R - BR 2D #BME
MZEREEIN - — (@D ERR
H—EDBRENE (8
BHZFEERZMEMA
B) IR TLAGHE -

RRE2H D 2R NIET S
EN - AEEEFREEER
REBHED BRARENE
e DMEERBBEERL
BERAEEEREEETEH
PER -

ANNUAL REPORT 2019 #/E#HkeE 149



Notes to the Consolidated Financial Statements

e ISR

(Expressed in Renminbi unless otherwise indicated)

(BrA=BEHI -

AAREIITR)

2 REVENUE AND SEGMENT REPORTING (Continued)

(b) Segment reporting (Continued)

(i)

150 CONSUN PHARMACEUTICAL GROUP LIMITED RE#ZESEEER QA

Segment results, assets and liabilities
(Continued)

Disaggregation of revenue from contracts
with customers by the timing of revenue
recognition, as well as information
regarding the Group’s reportable segments
as provided to the Group’s most senior
executive management for the purposes
of resource allocation and assessment of
segment performance for the years ended
31 December 2019 and 2018 is set out
below:

2

WAKR D EB®E (&)

(b)

Consun Pharmaceutical

D EWmE (&)
(i) DEFE BEREME(E)

TXHINREEE I Z
B K 2 WA TR A TR 2
Mza#F  AEEZE2019
FEN2018F 12 A31HIEF
EARDEER R E DX
BmRASEERSTHRE R
ABRENAEEFZ2HRS
B2 &R}

Yulin Pharmaceutical

Segment Segment Total
BEREND IRBELT st
2018 2019 2018 2019 2018
20195 2018% 20195 2018% 20195 20185
RMB’'000  RMB'O00  RMB’000  RMB'000  RMB’000  RMB'000
For the year ended 31 December BZ12A31HLEE ARETR ARETT ARETR ARETT ARETR ARETR
Disaggregated by timing A ON AT
of revenue recognition 20
Point in time BHY 1403919 1219586 324,337 624387 1,728,256 1843973
Reportable segment revenue ~ TE2HAFUA
Revenue from external customers  RESNIEPHMA 1,403,919 1219586 324,337 624387 1,728,256 1,843,973
Reportable segment profit CEL: Gy
Gross profit EF 1,118,311 976447 143,094 407979 1,261,405 1,384,426
Interest income from bank deposits $E{77zFI B MR 13,381 5,997 3,370 5,319 16,751 11,316
Interest expense MERT 21,070 16,887 2,321 5,575 23,391 22,462
Depreciation and amortisation
for the year ENERES 22,961 20515 50,154 51,002 73,115 71,517
Recognition/(Reversals) of
impairment losses B/ (BE)RESSE
— trade receivables and - BSRIGER At
other receivables fElsR (2,149) 69,887 7,043 70,347 4,894
~ goodwil -HE - 320,647 - 320,647 -
- intangible assets -BHEE - 5,489 = 5,489 =
Reportable segment assets T2HAPEE 2,053,714 1824593 1,728,758 2,040,139 3,782,472 3,864,732
Reportable segment liabilities ~ T2HSBEE 720520 791408 643,380 369,114 1,363,900 1,160,522
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ARE ISR R B EE
(Expressed in Renminbi unless otherwise indicated)

(BRBHEREBEIN - LARKEIIR)

REVENUE AND SEGMENT REPORTING (Continued) 2 WARDEBRE (&)

(b)

Segment reporting (Continued)

(ii)

(b) SE|WE ()

Reconciliations of reportable segment (i) T Z2HHEEFIEE R
profit
2019 2018
2019%F 20184
RMB’ 000 RMB’000

ARBTT ARETTT

Reportable segment gross profit REAREBINBES
derived from the Group’s Z Al 2D FEF
external customers 1,261,405 1,384,426
Other losses (note 3) E g8 (:E3) (1,526) (2,194)
Distribution costs PaN =1 (539,204) (561,537)
Administrative expenses THHAX (231,833) (176,527)
Impairment loss on goodwill and PMEREFEE
intangible assets BIEEE (326,136) =
Finance costs (note 4(a)) BEKA (M5E4(a)) (29,043) (27,469)
Consolidated profit before taxation 434 &R0 F 133,663 616,699
Assets &=
Reportable segment assets A2/ HEE 3,782,472 3,864,732
Elimination of inter-segment 73 B [ FE R TE 2 1 88
receivables (120,328) (2,796)
3,662,144 3,861,936
Deferred tax assets (note 23(c)) RIEFIEE E
(MfzE23(c)) 45,942 35,102
Consolidated total assets REREE 3,708,086 3,897,038
Liabilities BE
Reportable segment liabilities AEwoHasE 1,363,900 1,160,522
Elimination of inter-segment 73 H [ FE - 58 2 85
payables (120,328) (2,796)
1,243,572 1,157,726
Current taxation (note 23(a)) BVERFR 3Kk (B 5E23(a)) 69,461 99,492
Deferred tax liabilities (note 23(c)) ELERHIBEE
(MF3E23(c)) 88,292 137,217
Unallocated head office and Ao RCEERE
corporate liabilities - 5,591
Consolidated total liabilities o= Y=L 1,401,325 1,400,026
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IIV_\é/E\ZI-i%ﬁ%%I}ﬁ-%I

(Expressed in Renminbi unless otherwise indicated)

(BRBHEREPI - LARKEIIR)

2 REVENUE AND SEGMENT REPORTING (Continued) 2 WARDEHRE (&)
(b) Segment reporting (Continued) (b) HHBH/E (B)

(iii)  Geographic information (iii)

Analysis of the Group’s revenue and
results as well as analysis of the Group's
carrying amount of segment assets
and additions to property, plant and
equipment by geographical market has
not been presented as 99% of the Group’s
operating profit is derived from activities of
manufacturing and sales of pharmaceutical
products in the PRC.

I E R

BN ARNEEI9% MK L T
TR B B Ay 2 G A A B
SR - WA BIRILETIZ
2INEREEBRAREEZ D
- ARAREE D BEER
EERDE - BEMRER
BE20M e

3 OTHER LOSSES 3 HitEs18
2019 2018
2019% 20184
RMB’ 000 RMB’000
AR¥T T ARETTT
Government grants (i) B BN ()
— Unconditional subsidies — ARG 5,185 1,981
— Conditional subsidies (note 21) — B &R (F5E21) 1,660 2,466
Net rental income from KEMFEFHRSHA
investment properties 483 1,049
Interest income BN 16,751 11,316
Loss on disposal of property, BBV  KEREENER
plant and equipment (330) (231)
Net exchange losses I 1R (23,958) (22,242)
Others HAth (1,317) 3,467
(1,526) (2,194)
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IIV-\éﬁji%ﬁ%Mj.%I

(Expressed in Renminbi unless otherwise indicated)

3 OTHER LOSSES (Continued)

(M)

Government grants represent various forms of
incentives and subsidies granted to the Group by
the local government authorities in the PRC.

Unconditional subsidies

The entitlements to certain government
grants amounting to RMB5,185,000 (2018:
RMB1,981,000) were unconditional. They
were funds to subsidise the operating
expenses of the PRC subsidiaries of the
Group during the current or prior years.

Conditional subsidies

The remaining government grants were
conditional government grants and initially
recorded as deferred income. The amount
of conditional government grants charged
to the consolidated statement of profit or
loss for the year ended 31 December 2019
was RMB1,660,000 (2018: RMB2,466,000)
(see note 21).

4 PROFIT BEFORE TAXATION

Profit before taxation is arrived at after charging:

(a)

3

4

(BrA=BEHI -

HvEsR (42)

AAREIITR)

(i) BUTmALEP R BRAT#ER T
AEBAT R SR Al -

- EFEHEH

A M K 14 BT 78 B 56 1
A ARES5 185,000
7T (2018%F : AR ¥

1,981,0007T)

- EREB

AEBEFBEIRAME A A
AEERBEFENLESR

A o

- BfRHER

H RN BE R 8 R BUR
HMRHEE AL ARL
WA o B & BT # Bh 4 AT
ABELE2019F 12 H31H 1t
FENGEGERRNESEA
ANER#1,660,0007t (2018
F: AR¥2,466,0007T)

(RMizE21) °

Bt Al 3
BB F TR A T & IR S

Finance costs (a) ®WERK
2019 2018
20194 20184
RMB’ 000 RMB’ 000
AR¥T T AREFTT
Interest on bank loans (note 18(c)) RITEFF B (FizE18(c)) 23,391 22,526

Finance charges on bank loans RITERY % ER

(note 18(c)) (Mf3E18 (c)) 5,652 4,943
29,043 27,469
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e ISR

(Expressed in Renminbi unless otherwise indicated)

(BRBHEREPI - LARKEIIR)

4 PROFIT BEFORE TAXATION (Continued) 4 BADEF (42)
(b)  Staff costs (b) EBIRK
2019 2018
2019% 20184F
RMB’ 000 RMB’000
ARET ARET T
Salaries, wages, bonuses Fe L& - CAKER
and benefits 273,697 269,636
Contributions to defined contribution  RE M FUR R 2IHE R
retirement schemes 11,132 9,335
Equity settled share-based VARG 45 Bt LARR 19
transactions: RERNZS :
Share Option Scheme (note 22(a)) fER Rt 8l (FY5E22(a)) 19,920 8,490
304,749 087,461

154 CONSUN PHARMACEUTICAL GROUP LIMITED RE#ZESEER QA

Pursuant to the relevant labour rules and
regulations in the PRC, the PRC subsidiaries
participate in defined contribution retirement
schemes (the “Schemes”) organised by the
local government authorities whereby the PRC
subsidiaries are required to make contributions
to the Schemes based on certain percentages
of the eligible employees’ salaries. The local
government authorities are responsible for
the entire pension obligations payable to the
retired employees. The Group has no other
obligations for payments of retirement and other
post-retirement benefits of employees other than
the contributions described above.

R ERAERRS BRI KRR -
o BB & A 2 B i 5 B
88 4B 48 0 SR E R ORI &) (T 5
81 But PENBRRAR
REBEREEFTNX A D LLMAET
ZI1EH AR - 17 BUTH RS ASE R
EARBEXNE2HERENEE -
B BRI AEESEEME
EX R B MR R R AR IR ER
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e ISR

(Expressed in Renminbi unless otherwise indicated)

(BB EEREIN - LAREBIITR)
PROFIT BEFORE TAXATION (Continued) 4 BADEF (42)
Other items (c) HfbEAR
2019 2018
2019% 20184
Note RMB’ 000 RMB’ 000
BtaE AR%T T ARETTT
(Note(i))
(Bt (i)
Depreciation and EREHER
amortisation charge
— investment property — BB 9 549 676
— other property, — Hfb¥E -
plant and equipment T I 2% s 10 40,007 38,292
- land use rights (i) — TR (D) 11 3,139 3,134
— intangible assets — B AE 12 29,420 29,415
Auditor’'s remuneration ZEEN &
— audit services — B RIS 2,100 2,100
- non-audit services — TR 830 450
Impairment losses BB EE
— trade receivables and — B RYGIERHE
other receivables(ii) Hh FE USSR IE (i) 70,347 4,894
— goodwill — 8 13 320,647 =
- intangible assets — B\ EE 12 5,489 =
Net unrealised losses on WIFIEEBEREH
investment not held for trading REBRILEEIBFE - 2,600
Leases charges HEEHR 3,971 2,920
Research and development iRcgn @ N{T))
costs(iii) 75,377 67,937
Cost of inventories(iv) FE A (iv) 16 466,851 459,547

(i)

The Group has initially applied HKFRS 16
using the modified retrospective approach
and adjusted the opening balances at
1 January 2019 to recognise right-of-
use assets relating to leases which were
previously classified as operating leases
under HKAS 17. The depreciated carrying
amount of the Group’s land use rights
located in the PRC which were previously
included in lease prepayments is also
identified as a right-of-use asset and
renamed as “land use rights”.

NEER2019F1A1HEH
RIERB AN BREERE 16
5 BRKETRHET AR
YRR - AR BB ATR
BEBEFERNE17TRS A
AKEEENHENERES
E o ANEBRINFR R L
F#ENBEMERTE (SEalstA
THETEFRIE) INE #5465
EBEWRE R T ERE] o
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ARE SRR B o
(Expressed in Renminbi unless otherwise indicated)

(BrA=BEHI -

4
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AAREIITR)

PROFIT BEFORE TAXATION (Continued)

()

Other items (Continued)

(i)

(iii)

During the year ended 31 December 2019,
provision for doubtful debts of RMB70,347,000
(2018: RMB4,894,000) was recognised, among
which RMB171,000 were debts subsequently
collected that had been written off in previous
year (2018: RMB5,000,000).

During the year ended 31 December 2019,
research and development costs included
RMB23,084,000 (2018: RMB25,237,000) relating
to staff costs, depreciation and amortisation
expenses and operating lease charges, which
amount is also included in the respective total
amounts disclosed separately above or in the

note 4(b) for each of these types of expenses.

During the year ended 31 December 2019,
cost of inventories include RMB105,597,000
(2018: RMB81,576,000) relating to staff costs,
depreciation and amortisation expenses, which
amount is also included in the respective total
amounts disclosed separately above or in the

note 4(b) for each of these types of expenses.

4

BETSF (&)
Hi|l (&)

(c)

(if)

(iii)

HZ2019F 12 A31HIEF
E HRAREBREARE
70,347,0007T (20184F : AR
#4,894,0007T) + R AR
171,000 70 2 W BIA T FE B 4L
MR ER (201846 : ARK
5,000,0007%) °

HZE2019F 12831 ALLFE -
MBERABIFEEE TRA - I
EREHEBINCEREER
HEH ARK23,084,0007T
(20184 : AR #¥25,237,000
To) A E S BIRET A £ XS
FE4(b) Bt & 5 X FA R B S #2 5R
RIS TR o

HZE2019F 12831 ALLFE -
FERABFEHEETRA - I
ERBERIBEBAOARKE
105,597,0007T (20184 : AK
#81,576,0007T) * LA L& FEIR
T A ESCEkKTE4(b) B & F X
BRI HENEEASER -



5 INCOME TAX IN THE CONSOLIDATED

Notes to the Consolidated Financial Statements
IIV_\éE\ZI-i%ﬁ‘%%Bﬂ'%I

(Expressed in Renminbi unless otherwise indicated)

STATEMENT OF PROFIT OR LOSS

(a)

(BrA=BEHI -

5 HeBEmXRANFER

AAREIITR)

Taxation in the consolidated statement of (a) MERBRAMBERE
profit or loss represents:
2019 2018
2019% 20184
RMB’ 000 RMB’ 000
ARBTR ARETTT
Current tax BPEABL 1R
Provision for PRC income tax FAF BT EE
for the year 103,843 130,068
PRC dividend withholding tax R AR B TEHEL
(iv) (note 23 (a)) (iv) (FF7E23(a)) 34,936 -
Over-provision for PRC income tax BIEFERBIMRET
in respect of prior years FRRR R (8,473) (5,277)
130,306 _______1_2_4_1]_9_1_
Deferred tax ELEBR
Origination and reversal of EAEREOEREERE
temporary differences 4,172 (5,583)
Effect on distribution of dividends & E D IRE 2
(iv) (note 23 (b)) (iv) (B5E23(b)) (34,936) =
Effect on deferred tax balances at R = E8)mEHMN1A1R
1 January resulting from a change HEER B A SR o &
in tax rate (iv) (note 23(b)) (iv) (BF5E23(b)) (29,001) =
_________________________________________________ (59,765) . . (5.583)
70,541 119,208
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e ISR

(Expressed in Renminbi unless otherwise indicated)

(BrA=BEHI -

5

AAREIITR)

INCOME TAX IN THE CONSOLIDATED
STATEMENT OF PROFIT OR LOSS (Continued)

(a)

Taxation in the consolidated statement of
profit or loss represents: (Continued)

(i)

(i)

(iii)

Pursuant to the rules and regulations of the
Cayman lIslands and the British Virgin Islands
(the “BVI"),

income tax in the Cayman Islands and the BVI.

the Group is not subject to any

No provision was made for Hong Kong Profits
Tax as the Group did not earn income subject
to Hong Kong Profits Tax for the year ended 31
December 2019 (2018: Nil).

Taxable income for the subsidiaries of the
Company in the PRC is subject to PRC income
tax rate of 25%, unless otherwise specified

below.

Consun Pharmaceutical (Inner Mongolia) Co.,
Ltd. (“Inner Mongolia Consun”) and Guangzhou
Consun Pharmaceutical Company Limited
(“Guangzhou Consun”) were qualified as an
“Advanced and New Technology Enterprise”,
Inner Mongolia Consun and Guangzhou Consun
were entitled to the preferential income tax rate
of 15% from 2018 to 2020 and 2017 to 2019,

respectively.

Guangxi Yulin Pharmaceutical Group Co., Ltd
(“Yulin Pharmaceutical”) and Guangxi Yulin
Pharmaceutical Capsule Co., Limited (“Yulin
Capsule”) were qualified as encouraged
industry that operates in western China. Yulin
Pharmaceutical and Yulin Capsule were entitled
to the preferential income tax rate of 15% from
2011 to 2020.

"
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mERBRANMAES (&

(a)

mEBEBRANBIRE : (&)

(if)

(iif)

REFRSHEREBRAHES
((EBMEZES ) R AR
Bl REBEBEARRASHE R
RBRE XS HMBEMRSH -

AR AEEREE2019F12
A 31 A L1E 4 & i 4 R R BN
BEBFEHOKA (20184 :
/") M EREENERED
B o

RIETXBEARE - SHEA
71y B I 2 8 e SR B MR
N B4 25 % B Bt 5 8100 o BB
8% -

RE#X (REGH)EREER
A([AERHEE]) REME
EHEEBRAR ([EMEE])
BREREFEMEE] A
SHEREREMNEE S BI#
2018 F £ 2020F K 2017F =
2019F ZEXREBEMSHBI X
15% °

EAEMBEEEFREER
A ([ EMEE]) REAEMAE
ZRRARAR ([EXBE])
BRERNTBEADEENS
BHEXRR  EMRERTE
BRI A 2011 F £ 20204
EXEBAEHHE5% o



Notes to the Consolidated Financial Statements

5 INCOME TAX IN THE CONSOLIDATED
STATEMENT OF PROFIT OR LOSS (Continued)

(a) Taxation in the consolidated statement of

profit or loss represents: (Continued)

(ii)

(Continued)

Guangxi Yulin Pharmaceutical Group Yuming
Chinese Traditional Medicine Co., Limited
(“Yuming Chinese Traditional Medicine”)
and Guangxi Yulin Pharmaceutical Group
Hongsheng Trading Co., Limited (‘Hongsheng
Trading”) met the criteria for preferential income
tax rate granted to small and low profit-making
enterprises in the PRC, and were entitled to
the preferential income tax rate of 10% in 2019
(2018: 10%).

Guangxi Yulin Pharmaceutical Group Yonglv
Chinese Traditional Medicine Industry Co.,
Limited (“Yonglv Chinese Traditional
Medicine”) met the exemption criteria on
income generated through planting of
agricultural products and was exempted from
PRC income tax in 2018 and 2019.

e ISR

(Expressed in Renminbi unless otherwise indicated)

(BrA=BEHI -

AAREIITR)

5 HRBERXRANAER (&)

(a) HREBBRAMBIRE @ (&)

(iii)

(%)

B ESEEE RHPERRE
FRA([Es#PE|) REAE
MUBEELAEFHRE T
RAI([EHEZ ) FERER
BT R BN R E
BATEHRE - WN20196 =
REEMEHRBE10% (2018
F:10%) °

EPE R ERAE R EEXR
RAR ([KEFHE])FERE
miBEKRABREZE BB
2018F R 2019 F EE RN T
BIFT1S 8L ©
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ARE SRR B o
(Expressed in Renminbi unless otherwise indicated)

(BrA=BEHI -

5
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AAREIITR)

INCOME TAX IN THE CONSOLIDATED
STATEMENT OF PROFIT OR LOSS (Continued)

(a)

Taxation in the consolidated statement of

profit or loss represents: (Continued)

(iv)

According to the relevant tax law and its
implementation rules, dividends receivable
by non-PRC-resident corporate investors
from PRC-resident enterprises are subject to
withholding tax at 10%, unless reduced by tax
treaties or arrangements, for profits earned
since 1 January 2008. In 2019, the Company
and its Hong Kong subsidiaries obtained the
Certificate of Resident Status of the Hong
Kong Special Administrative Region and
have satisfied the “Arrangement between the
Mainland of China and the Hong Kong Special
Administrative Region for the Avoidance of
Double Taxation and the Prevention of Fiscal
Evasion with respect to Taxes on income” and
therefore have adopted the withholding tax rate
at 5% for PRC withholding tax purposes for the
calendar year 2017 and the two succeeding

calendar years.

The directors have determined that in
determining the amounts of dividends to
be distributed from PRC subsidiaries to
the Hong Kong incorporated subsidiary in
future, the amounts of dividends declared
or to be declared by the Company and the
repayment schedule of loans and borrowings
of the Company would be considered. As at
31 December 2019, deferred tax liabilities
of RMB15,208,000 (31 December 2018:
RMB58,003,000) have been provided based
on the expected dividends to be distributed
from Guangzhou Consun to the Company in the

foreseeable future.

5

mERBRANMAES (&

(a)

mEBEBRANBIRE : (&)

(iv)

BREBRATUERAEmAA
Br3EE 200841 A1 HBBEA
e 7N 78 A5 75 16k 191 s e R B R -
BRFPBEERMRIREEE
WHBERMENRS AR
10% MATANTL - 20194 -
KRR REBTFLARERSES
FRATTHREER S D ZHE -
W& [ E B RTTB R
AR E TS it o E BT AL
LE R R BE ] B0 1R o
U - BEHRBEENSmE - AR
AIRBEEFRARN2017EF R
HieMEABEFERKAS%HTEH

Bis o

EFCRT EETTBEMNE
RABEAREE MK
M D E DR E AR S & B -
BEBAABEERIHEIR
HWRESERAARERKE
FHVEREMR - R20194F12
A318 - IRIENVATTER MR K
BMNEEEHE AR TR
RE - FRECHBABAR
#15,208,0007T (20184 12 A
318 : AR%58,003,0007T) °
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Notes to the Consolidated Financial Statements

INCOME TAX IN THE CONSOLIDATED
STATEMENT OF PROFIT OR LOSS (Continued)

(b)

ARE ISR R B EE
(Expressed in Renminbi unless otherwise indicated)

(BRBHEREBEIN - LARKEIIR)

5 HReBEmRANAEHR (E)

Reconciliation between tax expenses and (b) BIEBAXERREABRITENES
accounting profit at applicable tax rates: N H AR
2019 2018
2019F 20184
RMB’ 000 RMB’000

ARBT T ARETTT

Profit before taxation for the year

F AT A & A 133,663 616,699

Notional tax on profit before taxation,
calculated at the rates applicable to

profits in the jurisdictions concerned

Effect of non-deductible expenses

Effect of non-deductible goodwill
impairment

Effect of tax concessions

Effect of use of previous
unrecognized deferred tax assets

Effect on deferred tax balances at 1
January resulting from a change in
tax rate (note 23(b))

Provision of withholding tax on
undistributed profits retained

R AARE R RE RE N E A R
KA ENBATE N H B E

I8 56,889 175,188
TR R 8,467 21,565
AR ERENTE

80,162 =

M E R A 52 (55,775) (72,268)
BB REREERIBE

ENTE (2,870) =

=& s mBEHN1A18

MIEERIBERNTE

(Kt3E23(b)) (29,001) =
BT BB A RRE RS

I St K1) ) TE A0 75 7 4

by PRC subsidiaries 21,142 -
Over-provision in respect of BT FEEERE

prior years (8,473) (5,277)
Actual tax expenses ERFHIERY 70,541 119,208
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IIV_\é/E\ZI-i%ﬁ‘%%I}ﬁ-%I

(Expressed in Renminbi unless otherwise indicated)

(BRBHEREPI - LARKEIIR)

6 DIRECTORS’ EMOLUMENTS 6 EEMe
Directors’ emoluments disclosed pursuant to section BB B CARHER) 5 383(1) &~ A A
383(1) of the Hong Kong Companies Ordinance and (BRESEMNZER) KOIFE25 o MEE
Part 2 of the Companies (Disclosure of Information BENESHMEFBEAT
about Benefits of Directors) Regulation are as follows:
Year ended 31 December 2019
BZ2019512A31ALEE
Salaries,
allowances Retirement
Directors’  and benefits Discretionary scheme  Share-based
fees in kind bonus  contribution  payment (i) Total
-4 NRGAER
ESHE  REVEN BERA  RKTHER ESEA()] @t

RMB’ 000 RMB’ 000 RMB’ 000 RMB’ 000 RMB’ 000 RMB’ 000
ARBTR  AR®TR  ARBTR  ARMTR  ARETR  ARETR

Executive directors BITES

Mr. AN Yubao ZHERE 2,086 1,080 8,250 - 3,326 14,742
Ms. LI Qian RETL 2,206 1,009 8,250 57 3,326 14,848
Mr. ZHU Quan RERE 218 445 - - 683 1,346
Mr. TANG Ning EELE - 57 25 16 624 1,236

Independent non-executive BYEHTEES

directors
Mr. SU Yuanfu HTRLE 120 - - - - 120
Mr. FENG Zhongshi BHELE 120 - - - - 120
Ms. CHENG Xinxin (resigned BRI &£
on 31 May 2019) (#2019£5 A
31BEHE) 50 - - - - 50
Ms. CHEN Yujun (appointed ~ BEZX T
on 31 May 2019) (120195 A
31REZM) 81 - - - - 81
4,881 3,105 16,525 73 7,959 32,543
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e ISR

(Expressed in Renminbi unless otherwise indicated)

6 DIRECTORS’ EMOLUMENTS (Continued)

(BRBHEREBEIN - LARKEIIR)

EEME (&)

Year ended 31 December 2018

BZ2018F12A31HLEE
Salaries,
allowances Retirement
Directors’  and benefits  Discretionary scheme  Share-based
fees in kind bonus  contribution payment (i) Total
F 2R PARRAR A AT
B2 ENiEA| B RIGTEIER BRTR() @t
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARETT  ARETR  ARETR  ARETR  ARETR  ARETR
Executive directors HTES
Mr. AN Yubao ZHELE 2,047 1,080 10,290 - 339 13,756
Ms. LI Qian REnt 2,109 975 10,290 39 339 13,752
Mr. ZHU Quan RERE 435 465 - - 445 1,345
Mr. TANG Ning (appointed ~ EE &4 (1201845
on 1 June 2018) 6 A1 BEZ() - 549 373 16 160 1,098
Non-executive directors ~ F#TES
Mr. LIN Sheng (resigned M A (120184
on 13 April 2018) 4B13AEHT) - - - - = =
Independent non-executive BIYXHTEES
directors
Mr. SU Yuanfu BIRLE 120 - - - - 120
Mr. FENG Zhongshi BEEE 120 - - - = 120
Ms. CHENG Xinxin IR &+ 120 - - - - 120
4,951 3,069 20,953 68 1,283 30,311
(i) These represent the estimated value of share options (i) EREBEBARFERESERTES

granted to the directors under the Company’s Share
Option Scheme. The value of these share options is
measured according to the Group’s accounting policies for

share-based payment transactions as set out in note 1(r)(ii).

The details of these benefits in kind, including the
principal terms and number of options granted, are
disclosed under the paragraph “Share Option Scheme”

in the directors’ report and note 22(a).

ZHBRENGEE ZEBERENE
BERBAEEYH UKD BEROLRRZ
SR ETBUR (FRAMEE1(n) (i) 52 °
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ARE MR M EE

(Expressed in Renminbi unless otherwise indicated)

(REEHEBEI - AARKIIR)

7 INDIVIDUALS WITH HIGHEST EMOLUMENTS 7 BEHFMAL
Of the five individuals with highest emoluments, three hEE=

(2018: four) are directors of the Company whose
emoluments are disclosed in note 6. The aggregate of
R

the emoluments in respect of the other two (2018: one)
individuals are as follows:

AL AE=% (20184 : [
B)BAREIES  EHMRHF6HEE -
BRI (20184 + —& ) ALTHFHENAR

2019 2018

2019% 20184F

RMB’ 000 RMB’000

ARET T ARETIT

Salaries and other emoluments e N E b 1,850 859

Contributions to retirement scheme EREEMER 16 -

Share-based payment VAR {7 23 B R B - =K 1,355 134

3,221 993

The emoluments of the two (2018: one) individuals with  :ZMZ (20184 : — &) =¥ M A T BB
the highest emoluments are within the following bands: FLATEHE :

2019 2018

20194 20184

Number of Number of

individuals individuals

ATEE AT#HE

HKD1,000,001 — HKD1,500,000 1,000,001/ 721,500,000/ 7T - 1

HKD1,500,001 — HKD2,000,000 1,500,001 7t £ 2,000,000/ 7T 2 -
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8 EARNINGS PER SHARE

(a)

Basic earnings per share

e ISR

(Expressed in Renminbi unless otherwise indicated)

(BRBHEREBEIN - LARKEIIR)

8 BRER

(a)

The calculation of basic earnings per share

is based on the profit attributable to equity
shareholders of the Company of RMB79,820,000
(2018: RMB465,353,000) and the weighted
average number of ordinary shares of
848,771,000 shares (2018: 854,841,000 shares)
in issue during the year, calculated as follows:

BREXRZF

BRERZF THBIEFARRQR)E
AR (R E FIA R % 79,820,000
gL (20184 : AR™ 465,353,000
T0) KRBT T BRI T
848,771,000% & 1D (20184 :
854,841,000 /&M ) 5 & * 51 &
I

Weighted average number of ordinary shares ZiE R IEF TS
2019 2018
20194 20184
000 shares 000 shares
TR T
Issued ordinary shares at 1 January R1A1TBEEETEBR 875,191 873,610
Effect of shares repurchased and BERFHEROHTE
cancelled (note 24(b)) (FfzE24(b)) (6,957) =
Effect of share options exercised EITEBERENTE
(note 22(a)) (HzE22(a)) 235 929
Effect of treasury shares held RIERR D BT EIFF B &Y
under the Share Award Scheme EfFRHE
(note 22(b)) (FfzE22(b)) (19,698) (19,698)
Weighted average number of P12 B31 B E@AEH
ordinary shares at 31 December hnEFa8 848,771 854,841
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e ISR

(Expressed in Renminbi unless otherwise indicated)

(REEHEBEI - AARKIIR)
8 EARNINGS PER SHARE (Continued) 8
(b) Diluted earnings per share (b)

The calculation of diluted earnings per share
for the year ended 31 December 2019 is based
on the profit attributable to equity shareholders
of the Company of RMB79,820,000 (2018:
RMB465,353,000) and the weighted average
number of ordinary shares of 854,473,000 shares
(2018: 877,986,000 shares), calculated as
follows:

BREN (&)

BREERF

HZE2019F12A31BIEFEN
BREBFRBADREBRRARER
IR R PEAE @ A A R #79,820,000
7L (20184 : AR ¥ 465,353,000
L) R E BB MNEF Y H
854,473,000 % %15 (20184 :
877,986,000 D) 5T & - 5t &
LU

Weighted average number of ordinary shares EBERNEFIGE (#E)
(diluted)
2019 2018
20194 20184
000 shares "000 shares
T F A
Weighted average number of ordinary MR12 31 B & @R
shares at 31 December InHEF 98 848,771 854,841
Dilutive effect of deemed issue of shares BERHEHEITE R
under the Share Option Scheme BITRO NS E 5,702 23,145
Weighted average number of ordinary R12 A31 B E @K
shares (diluted) at 31 December e E (E5E) 854,473 877,986
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IIV-\éﬂji%ﬁ%Mj‘%I

(Expressed in Renminbi unless otherwise indicated)

(BB EEREIN - LAREBIITR)
INVESTMENT PROPERTIES 9 REWMHE
RMB’ 000
ARMT T
Cost 2
At 1 January 2018, 31 December 2018,1 January 5201841 A1H * 201812 H31H -
_.2019 and 31 December 2019~ 20191 A1A X019 124318 g2
Accumulated depreciation: R E -
At 1 January 2018 RK2018%F1H1H (1,014)
Charge for the year F AR (676)
At 31 December 2018 and 1 January 2019 R2018F12A31H & 201941 A1H (1,690)
Charge for the year FRMER (549)
At Decsmosi 201y R2019F 128810 (2,239)
Net book value: BRIEFE ¢
At 31 December 2019 R2019F12 A31H 16,651
At 31 December 2018 R2018F 12 A31H 17,200
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IIV_\é/E\ZI-i%ﬁ%%I}ﬁ-%I

(Expressed in Renminbi unless otherwise indicated)

(BRBHEREPI - LARKEIIR)

INVESTMENT PROPERTIES (Continued)

Investment properties of the Group are situated in the
PRC.

The Group leases out investment properties under
operating leases. The leases typically run for an initial
period of 5 years, with an option to renew the lease
after that date at which time all terms are renegotiated.
Lease payments are usually increased every year to
reflect market rentals. None of the leases includes
contingent rentals.

As at 31 December 2019, included in investment
properties, properties of RMB13,886,000 (31 December
2018: RMB13,886,000) were leased out under operating
leases that would otherwise meet the definition of
investment property, and properties of RMB5,004,000
(31 December 2018: RMB5,004,000) are held for a
currently undetermined future use.

Investment properties of the Group were stated in the
consolidated statement of financial position at cost less
accumulated depreciation and impairment losses. The
carrying amounts of the investment properties were
not materially different from their fair value as at 31
December 2018 and 2019.
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IIV-\éﬁji%ﬁ%Mj‘%I

(Expressed in Renminbi unless otherwise indicated)

(BB EEREIN - LAREBIITR)
OTHER PROPERTY, PLANT AND EQUIPMENT 10 Htt¥E - BERRE
Reconciliation of carrying amount B E{EL A ¥ AR
Machinery
and Motor Office Construction
Buildings  equipment vehicles  equipment in progress Total
BF HRERRG RE N ERIR by
RMB’000  RMB’000  RMB’000  RMB’000 RMB’000  RMB’000
ARETR ARETrT AR®Tr AR%ETR ARETR AR¥Tx
Cost: KA
At 1 January 2018 1201841 A1H 315,198 176,373 13,992 16,372 13,771 535,706
Transfer from construction BERIRER
in progress 11,482 19,615 9 252 (31,358) -
Other additions HiRE 2,991 1,506 10,472 1,459 184,361 200,789
Disposals RE - (762) (3,604) (375) - 4741)
At 31 December 2018 and R2018%F12A31A K
1 January 2019 2019F1A1H 329,671 196,732 20,869 17,708 166,774 731,754
Transfer from construction BERIRER
in progress 687 1,940 24 242 (2,893) -
Other additions HipRE 2,881 11,564 917 3,502 122,040 140,904
Disposals RE (562) (4,907) - (1,362) - (6,831)
At31December2019  R019FI2AE 82677 205820 2810 20000 28591 865827
Accumulated depreciation: RiHE
At 1 January 2018 1201841 A1H (66,637) (49,870) (8,756) (9,646) - (134,909)
Charge for the year FRMG (16,417) (18,421) (1,560) (1,894) = (38,292)
Written back on disposal REEREE = 724 2,156 352 - 3,232
At 31 December 2018 and R2018F12A31B K
1 January 2019 20191718 (83,054) (67,567) (8,160) (11,188) - (169,969)
Charge for the year FERk (17 462) (18,477) (1,907) (2,161) = (40,007)
Written back on disposal REERRD 107 4,521 - 830 - 5,458
At 31 December 2019 201912 A31H (100,409) (81,523) (10,067) (12,519) - (204,518)
Net book value: REFE
At 31 December 2019 M2019F12A31H 232,268 123,806 11,743 7,57 285,921 661,309
At 31 December 2018 M2018%F12A31A 246,617 129,165 12,709 6,520 166,774 561,785
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e ISR

(Expressed in Renminbi unless otherwise indicated)

(BRBHEREPI - LARKEIIR)

11 LAND USE RIGHTS 11 T Hh fE R
RMB’ 000
ARMT T
(Note)
(PaE)
Cost: R
At 1 January 2018, 31 December 2018 R2018F1H18 - 143,495
and 1 January 2019 2018F 12 A31H &
20191 A1H

Additions NE 304
At31December2019 2019 12A81A 143,799

Accumulated depreciation: ZEE :
At 1 January 2018 201841 A 18 (10,718)
Charge for the year F AR (3,134)
At 31 December 2018 and 1 January 2019 MR2018F 12 A31H & (13,852)

20191 H1H

Charge for the year FAHNK (3,139)
At 31 December 2019 M2019412 A31H (16,991)

Net book value: BRIEEE
At 31 December 2019 R2019F12 A31H 126,808
At 31 December 2018 R2018F12 A31H 129,643
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11 LAND USE RIGHTS (Continued)

Note: The Group has initially applied HKFRS 16 using the
modified retrospective approach and adjusted the
opening balances at 1 January 2019 to recognise right-
of-use assets relating to leases which were previously
classified as operating leases under HKAS 17. The
depreciated carrying amount of the Group’s land
use rights located in the PRC which were previously
included in lease prepayments is also identified as a

right-of-use asset and renamed as “land use rights”.

Land use rights represent prepayments paid to the PRC
authorities for right-of-use assets of the land use rights
held by the Group for its own use, on which the Group’s
manufacturing plants were built. The Group was granted
land use rights for a period of 50 years initially and the
remaining periods range from 29 to 47 years.

(a) The analysis of the net book value of right-of-

e ISR

(Expressed in Renminbi unless otherwise indicated)

(BRBHEREBEIN - LARKEIIR)

11 T ERAEE)

MizE : ALEBER2019F1 A1 BEFEBEER]
BWEERERE S BHREEAFE16
SR AR A SR - ARERA B L ATR
BEBEEAFEI17TROEAKENE
WHEFEREEE - AEBNFT R
T ERENEFEREME (SRIETA
AEBMNKIE) AE BN AEREELE
WG H LHERRE] -

T REARAEERES AW L
RENEREEE (FEBMNEEREE
RE L) MER T BE%ETERSFKIE -
REBESVERAHS0FR b EARE -
BRNFEN T29Z474F o

(a) BEBREEERMNESEAEEER

use assets by class of underlying asset is as HFENIAOT :
follows:
31 December 1 January
2019 2019
2019%F 20194
12A31H 1H1H
(Note)
(P 5E)
RMB’ 000 RMB’ 000
AR®TF T ARBTTT
Included in “Right-of-use assets”: FTATEREEE] :
Land use rights, carried at T 3 A
depreciated cost (R ER AT ER) 126,808 129,643
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e ISR

(Expressed in Renminbi unless otherwise indicated)

(BRBHEREPI - LARKEIIR)

11 LAND USE RIGHTS (Continued) 11 THEAEE)
(b) The analysis of expense items in relation (b) FERERBERANEENEEXZIER
to leases recognised in profit or loss is as AHME
follows:
2019 2018
20194 20184
RMB’ 000 RMB’ 000

AR®T T ARET T

Expense relating to short-term leases  £242 B3FH & K &4 7H &

and other leases with remaining 72019412 A31H3k

lease term ending on or before Z Al EmE AR E

31 December 2019 BRI 3,943 -
Expense relating to leases of low-value E{EKEEEEHRELEN

assets, excluding short-term leases Ax (TEIEEEE

of low-value assets BEMEHES) 28 -
Total minimum lease payments for RIBEEBSEERE 175

leases previously classified as LRI DB RLEHER

operating leases under HKAS 17 HENREEENRERE - 2,920
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11 LAND USE RIGHTS (Continued)

(c)

On 31 May 2019, the Group entered into a
series of cooperative development agreements
with Guangxi Huafa Real Estate Development
Co., Ltd. (“Guangxi Huafa”) and Yulin City
Shunlang Real Estate Investment Co., Ltd.
(“Yulin Shunlang”) in relation to a development
project of a plant site of Yulin Pharmaceutical.
Pursuant to the cooperative development
agreements, a parcel of land wholly owned by
Yulin Pharmaceutical with the total site area of
approximately 83,670 sg.m. (“Parcel-1"), shall
be developed integrally together with other
parcels of land planned to be acquired after
Yulin Pharmaceutical has removed all plant and
machinery located on the site. Parcel-1 is located
at No.3, Jiangnan Road, Yulin City, Guangxi
Province, the PRC.

As at 31 December 2019, the development
project was still in the initial planning stage and
Parcel-1 was still being occupied and wholly
owned by Yulin Pharmaceutical for its own use
for production, office and storage purposes.

ARE ISR R B EE
(Expressed in Renminbi unless otherwise indicated)

(BRBHEREBEIN - LARKEIIR)

11 T ERAEE)

(c) AREER201945H31HEEmEE
EEMEREESEBRAR ([EA
HB )L EMTIEREEREEGR
AR ([EMIER]) RIS T —R3E
TERE TS - A BB EMREE 2
—(AREREIEE - RIEZEEE
FEtE - —RBEAEINRESEHR
A BEIEA83,670F 5K 2R
(M4 81]) FER EMBREESR B R
ZU BT B B R #es 15 BT &)
A EMihiR—EREERE -
H 3R 17 P B B PR R AR T LR B 3
A

R2019F12A31 8 » ZFHER
TR B P 7 20 51 £ B B T2 b 38 1177
REEMBEERTE2ERS «
HE - BHRAERARAR -
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(Expressed in Renminbi unless otherwise indicated)

(BRBHEREPI - LARKEIIR)

12

INTANGIBLE ASSETS

12 E\EREE

Patents Trademark Total
-4 BmE st
RMB’ 000 RMB’ 000 RMB’ 000
ARET T ARET T ARET T
Cost: R :
At 1 January 2018, 31 December 201841 A1 H -
2018 and 1 January 2019 2018F 12 A31H &
201941 A1H 248,103 256,233 504,336
Additions NE 180 - 180
At 31 December 2019 W2019F12A31H 248283 256,233 504,516
Accumulated amortisation: REt#e
At 1 January 2018 7201841818 (44,121) - (44,121)
Charge for the year FRHkR (29,415) = (29,415)
At 31 December 2018 and R2018F12 A31H K
1 January 2019 201941 A 18 (73,536) - (73,536)
Charge for the year F IR (29,420) = (29,420)
At31December2019 2019912810~ (102956) - (102,956)
Accumulated impairment losses: Z:EEEIE :
At 1 January 2018, 31 December 201841 A1 H -
2018 and 1 January 2019 2018F 12 H31H &
201941 A1H - - -
Charge for the year FRHk = (5,489) (5,489)
At 31 December2019 R2019%12A31A - (5.489) (5,489)
Net book value: IR FE
At 31 December 2019 R2019F 12 A31H 145,327 250,744 396,071
At 31 December 2018 MR2018%F12A31H 174,567 256,233 430,800
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Notes to the Consolidated Financial Statements

INTANGIBLE ASSETS (Continued)

The amortisation charge for the year is included in “cost
of sales” in the consolidated statement of profit or loss.

Trademark with the carrying amount of RMB250,744,000
(2018: RMB256,233,000) is assessed to have indefinite
useful lives when, based on an analysis of all of the
relevant factors including beneficial pattern, there is no
foreseeable limit to the period over which the asset is
expected to generate net cash inflows for the Group.
The recoverable amount of the trademark that has
indefinite useful life is estimated annually whether or
not there is any indication of impairment. The amount
is allocated to the Group's cash-generating units of
Yulin Pharmaceutical and its subsidiaries (collectively
referred to as “Yulin Pharmaceutical Group”) (“Yulin
CGU").

The recoverable amount of the trademark that has
indefinite useful life is determined based on value-in-use
calculations by preparing cash flow projections of Yulin
CGU derived from the most recent financial forecast
approved by the management covering a five-year
period. During 2019, impairment loss of trademark of
RMB5,489,000 (2018: nil) had been recognised based
on the recoverable amount calculations of Yulin CGU as
disclosed in note 13.

e ISR

(Expressed in Renminbi unless otherwise indicated)

12

(BRBHEREBEIN - LARKEIIR)

BREE (&)

T I HIRR BO 2 55 157 B
M TSHERA |/ o

SEHFBBRERA

BRmEA AR 250,744,000 (2018
F: AR¥256,233,00070) HIFEIZE - &
REMBERERER (BREERERX) B S
- EEEBERAAEBEEFRERA
BRI e R B - WRHE AFE RS
THETE - HIME RS o T TR IZR B
BETEEKREEAREE BB E AR
BEIR - Z2BEDREIAEE N EHE
ZRHBAR (5B EMBEEEE])
MRS EAEM ([ EMBEEEEMN]) -

RS G T HEEEIZA A e EREE
REEFEMEE 755 RETERE
AR SR IR TR CRE R FHME) 15
ﬁmf%ﬁ&%f%MﬁimiﬁM°ﬂ
WM EE13FT#EER - R20194 - EIZRE
Ei8 AR #5,489,0007T (20184F : ) B
ENEMREEABN KRB SENGE
ﬁEﬁ/‘u °

ANNUAL REPORT 2019 FEHRE 175



Notes to the Consolidated Financial Statements

e ISR

(Expressed in Renminbi unless otherwise indicated)

(BRBHEREPI - LARKEIIR)

13  GOODWILL B8
RMB’ 000
ARMET T
Cost: AN :
At 1 January 2018, 31 December 2018 and R2018F1HA1H » 2018F 12 A31H &
g DeeemierzOie 2019% 128318 S0 T
Accumulated impairment losses: ZFRESA :
At 1 January 2018, 31 December 2018 and 7R2018F1H1H + 2018F 12A31H &

1 January 2019 20191 /A1H -
Impairment loss BB S (320,647)
AtolDecember2019 =~~~ RONOFPHSIE 0 (320847)
Carrying amount: BREE :

At81December2019 ... Re0tefieAsiH .=
At 31 December 2018 7R2018F12 A31H 320,647

Goodwill acquired through business combination is allocated
to the Yulin CGU.

The recoverable amount of Yulin CGU was determined
based on value-in-use calculations by the directors of the
Company, with reference to professional valuation reports
issued by Jones Lang LaSalle Incorporated, independent
firm of professionally qualified valuers. These calculations
apply the cash flow projections based on financial budgets
approved by management covering a five-year period.
The average budgeted sales growth rate of the five-year
period is 19.0% (2018: 13.0%). Cash flows beyond the
aforementioned financial forecasts period are extrapolated
using estimated sales growth rate of 3% (2018: 3%), which
was estimated on the basis of the long-term inflation rate in
the PRC. It is a commonly used valuation assumption that
the long-term growth rate of a company will converge with
the long-term growth rate of the PRC. The cash flows are
discounted using a discount rate of 16.3% (2018: 13.7%).
The discount rates used are pre-tax and reflect specific risks
relating to the Yulin CGU.

176 CONSUN PHARMACEUTICAL GROUP LIMITED RE#ZESEEER QA
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EMREeELBNNITRESEIIBRAR
RIESRBERAEENE  WK2EEY
BELEARGERRMTERTMEANE
EEEREMET - ZZHAERAUKLE
BEMENITETEN CRERFHE) AR
EHIESRETEN - AFEEHFHTER
B KRER19.0% (20184  13.0%) °
R A _E B A5 TERI R RO 3R & R 2 6 A ET
HEBMRR3% (20184 : 3%) #H - M
HETsHEERE AR R RAAR R
AIEE I —BEAMGERE - BIA
AMRAERETFEPENRAERE
o RMEMEHAMIRE16.3% (2018
F:113.7%) H - FAERAMITBEERIR
TR R MRS E A BN AR
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Notes to the Consolidated Financial Statements

GOODWILL (Continued)

The values assigned to the key assumptions represent
management’s assessment of future trends in the relevant
industries and have been based on historical data from both
external and internal sources.

In 2019, traditional Chinese medicine OTC market
experienced intensifying competition, combined with
weakening demand and the impact of the integration of
domestic retail and chain drugstore channels of Yulin
Pharmaceutical Group in the PRC leading to a drop in the
sales of Yulin Pharmaceutical Group. As a result, the Group
recognised impairment loss on goodwill of RMB320,647,000
(2018: nil) and intangible assets of RMB5,489,000 (2018:
nil) based on the recoverable amount calculations of Yulin
CGU. As at 31 December 2019, the recoverable amount of
Yulin CGU calculated based on value in use amounted to
RMB1,177,692,000, which exceeded its carrying amount by
approximately RMB6,000,000.

Had the estimated key assumptions during the forecast
period been changed as below, all changes taken in
isolation, the recoverable amount of Yulin CGU would be
approximately equal to its carrying amount:

Pre-tax discount rate increase to
Average revenue growth rate decrease to

13

BAITR R NE
FHREEREHDE

e ISR

(Expressed in Renminbi unless otherwise indicated)

(BRBHEREBEIN - LARKEIIR)

e (E)

FREBERAEANEERREEELHEH
TTRORRBBHE - WARB IR
M ERE R R A0 St BB IR

20194 + FEEE 757 15 5t R K 55 Th i5 5%
FME o MEFRRBUR EMBEEE
ERcHBEEATEREHEEREY
FE O EMBEEBEHEHRETE®K A
bt AEBIREEMNE SELEMATE
SHENHE  BRABEREBEARK
320,647,000t (20184F : &) R EFEE
REEE AR5 489,0007T (20184 -
) o PA2019F 12 A31H » EMREELE
BUIRERAEETENATRESEAAR
#1,177,692,0007C - BHEEREELN A
R #6,000,0007T °

MR BRI AT ERERLRTIE
B MABESTABLER  BIEHER
T ELEFEA/ A KR E S R EEREER

4+

Fo

16.7%
18.8%
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(Expressed in Renminbi unless otherwise indicated)

(BRBHEREPI - LARKEIIR)

14 INVESTMENTS IN SUBSIDIARIES 14 RHEBAANRE
(a) List of subsidiaries (a) MEBARSBE

M2019F12H31H » KRABIRT
TINEB AR (2B AEFLARR) R
HEsREER  FEEHOT ¢

As at 31 December 2019, the Company had
direct or indirect interests in the following
subsidiaries, all of which are private companies,
particulars of which are set out below:

Authorised/
Place of registered  Attributable equity
incorporation and fully interest held by
Name of company and business paid up capital the Company Principal activities
ERALE e/ BEER HALARED
NEER 30 ARERR FrRAER IERK
Direct Indirect
E# 3
Brilliant Reach Group Limited BV United States 100% - Investment holding
BEEEER AT BERUES Dollars (USD’) REER
50,000/ USD1
50,000% 7
(&) /1%n
Immense Value Holdings Limited BV USD50,000/USD1 100% - Investment holding
Immense Value Holdings Limited ABRIES 50,000%7 /1% RERR
Century International Develop Limited Hong Kong HKD10,000/ HKD1 = 100%  Investment holding
tHRERARERAR & 10,0007 /18T RERR
Grand Reach Company Limited Hong Kong HKD10,000/ HKD1,000 - 100%  Investment holding
RHERAT & 10,000/ 7C./1,0007C REER
Guangzhou Consun PRC RMB300,000,000/ - 100%  Production and sales of
(ENREEXERAR) i RMB300,000,000 pharmaceutical products
ENRREZARAR AR#300,000,0007/ EHER
AK#300,000,0007
Guangzhou Consun Medicine Company PRC RMB3,000,000/ = 100%  Trading of pharmaceutical
Limited (EMREBEBRAR) el RMB3,000,000 products
ENREBEERAT" AK#300,000,0007,/ BRE5
AR300,000,0007
Guangzhou Consun Pharmaceutical PRC RMB10,000,000/ - 100%  Research and development
Research Company Limited i RMB10,000,000 of pharmaceutical
(BENERENHTARAA) * ARE10,000,0007 / products
ENREEYHAARAR" AR%10,000,0007C g
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INVESTMENTS IN SUBSIDIARIES (Continued)

e ISR

(Expressed in Renminbi unless otherwise indicated)

(BrA=BEHI -

AAREIITR)

14 REBLARIMNRKRE (&)

List of subsidiaries (Continued) (a) MIBEATEE (&)
Authorised/
Place of registered  Attributable equity
incorporation and fully interest held by
Name of company and business paid up capital the Company Principal activities
AR R e/ BERR Y ONGESET:
Gk EXHY BRRE ElERxER IEER
Direct Indirect
E# 3
Shenzhen Qianhai Consun Investment and PRC USD2,000,000/ - 100%  Investment holding
Funding Management Co., Ltd el USD500,000 RERR
(MImaERERERE RS ERARAR) 2,000,000%7 /
Ama Rk ERA RS ERARAR 500,000% T
Guangzhou Consun Health Technology PRC RMBS5,000,000/ = 100%  Research and development
Company Limited h RMB Nil of pharmaceutical
(EMEERRREERAR) AR#5,000,0007C,/ products
ENRERERERRAR" AREET Mg
Inner Mongolia Consun PRC RMB25,000,000/ = 100%  Production and sales of
(FEEZ(NEH)ERE 1 ) HE RMB25,000,000 pharmaceutical products
REES (REL) AREER AR%25,000007 / EHER
AR25,000,0007C
Yulin Pharmaoeu ical PRC RMB448 834,102/ - 7269% Production and sales of
(EREMEEEERREMAAH) - H RMB448,834,102 pharmaceutical products
BREMRE Iﬁ REFAF AR 448,834,102/ EHER
AR% 448,834,102
Yulin Capsule (REEHREZBEERARF)*  PRC RMB1,340,000/ - 7269% Production and sales of
BREENEZBEABAA" i RMB1,340,000 capsule
AR¥1,340,0007T / EHBE
ARE1,340,0007
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e ISR

(Expressed in Renminbi unless otherwise indicated)

(BrA=BEHI -

14 INVESTMENTS IN SUBSIDIARIES (Continued)

(a)

AAREIITR)

14 RHEBLARIMNRKRE (£)

List of subsidiaries (Continued) (a) HMEATEEE)
Authorised/
Place of registered  Attributable equity
incorporation and fully interest held by
Name of company and business paid up capital the Company Principal activities
A LR e/ EEER BAAARED
ARER EXH HRRE [N TERH
Direct  Indirect
E# 3
Yuming Chinese Traditional Medicine PRC RMB2,000,000/ - 7269% Trading of pharmaceutical
(RRIZEEILEARELELNT) " e RMB2,000,000 products
BREEEETHDERRRAAR" ARH2,000,0007 / R85
AR2,000,0007
Yonglv Chinese Traditional Medicine PRC RMB1,000,000/ - 72.69%  Production and sales of
(BREEEEEKEPEELERAR) " HEl RMB1,000,000 pharmaceutical products
BREEEREKRTEERARAA AR%1,000,0007,/ EdEn
AR1,000,0007
Hongsheng Trading PRC RMB500,000/ - 72.69% Trading of pharmaceutical
(EREMHEEEEAERARAR) " hE RMB500,000 products
BREMRESBLABSARAR" AR500,0007T,/ 2n85
AR#500,0007
Guangxi Yulin Yunxiang Real Estate Co., PRC RMB3,000,000/ - 72.69% Property development
Limited (‘Yunxiang Real Estate’) i RMB3,000,000 NEEE
(RREMEREXERAA) " ARH3,000,0007 /
BRINEEEXARAR ((EEER])" AR¥3,000,0007C
g The official name of the entity is in Chinese. The * EREMNEFRBAF - B
English translation of the entity’s name is for HBIBHRNEREMRSE -

reference only.
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IIV_\éE\ZI-i%ﬁ%Bﬂ.H

(Expressed in Renminbi unless otherwise indicated)

(B BAIEI - UARKETITR)
14 INVESTMENTS IN SUBSIDIARIES (Continued ) 14 RHEBATNWERE (&)
(b) The following table lists out the information (b) THRIEEBEMBESE (KK

relating to Yulin Pharmaceutical Group, the only
sub-group of the Group which has a material
NCI. The summarised financial information

presented below represents the amounts before HIH) B FE o

any inter-company elimination.

EHEAEAERERE—F&
B)WMER - TX2HNWHMBER
BB SR RE AR EREEH

2019 2018
20194 20184
RMB’ 000 RMB’000
AR®T ARETTT
NCI percentage at 31 December MR12 A31 B 3EZEM
EHBED 27.31% 27.31%
Current assets MENEE 723,233 829,172
Non-current assets EMBEE 1,017,695 900,034
Current liabilities mEBE (518,392) (400,336)
Non-current liabilities ERBEE (77,495) (84,530)
Net assets BESE 1,145,041 1,244,340
Carrying amount of NCI I R R E (A 312,677 339,793
Revenue of the year FERA 324,337 624,387
(Loss)/Profit and total FE(B8)mF &
comprehensive income of the year 2EKR AR (61,148) 117,692
(Loss)/Profit allocated to NCI DB T IEIE AR A R Y
(B8R), & F (16,698) 32,138
Cash flows from operating activities REBRBREN (131,490) 137,231
Cash flows from investing activities wEEEREMN (100,969) (151,139)
Cash flows from financing activities BEEEIR SR 79,782 (141,243)
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e ISR

(Expressed in Renminbi unless otherwise indicated)

(BRBHEREPI - LARKEIIR)

15 OTHER PREPAYMENTS

15 HMBESRK

2019 2018
20194 20184
RMB’ 000 RMB’000
ARET ARBTT

Prepayment for purchase of other BEEMYE  BEREE
property, plant and equipment EOSEXNEN 51,657 5,022

Prepayment for loan facility fees ERZHERANENR
— non-current portion — FEBNERER 1D - 684
51,657 5,706
16 INVENTORIES 16 =~E

2019 2018
2019%F 20184
RMB’ 000 RMB’000
ARET T ARBTIT
Raw materials R 111,713 109,960
Work in progress £ 8 m 52,992 50,624
Finished goods RIRK oh 45,979 49,726
210,684 210,310

The analysis of the amount of inventories recognised as

an expense and included in profit or loss is as follows:

EERA/AX LT ABENEESEOMET

2019 2018
2019%F 20184

RMB’ 000 RMB’ 000

ARET ARBFIT

Cost of inventories sold BEEFEKA 463,197 456,822
Write down of inventories FEMOR 3,654 2,725
466,851 459,547
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e EmRME

(Expressed in Renminbi unless otherwise indicated)

(BRBHEREBEIN - LARKEIIR)

TRADE AND OTHER RECEIVABLES 17 EBEZREMEWRFIE
2019 2018
20194 20184
RMB’ 000 RMB’ 000

AREF T ARETT

Trade debtors and bills receivables, BRI EREE

net of loss allowance (a) MR BB () 763,806 863,992
Other debtors, net of loss allowance (b) E b fEUERT - kK ETE B (b) 28,439 20,279
Financial assets measured REER AT ENEREE

at amortised cost 792,245 884,271
Prepayments TEfT IR 23,487 31,828

815,732 916,099
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e ISR

(Expressed in Renminbi unless otherwise indicated)

(BRBHEREPI - LARKEIIR)

17 TRADE AND OTHER RECEIVABLES (Continued) 17

ESREMEYRRIEA (&)

(a) Ageing analysis (a) BRI

As of the end of the reporting period, the RMERR - BESREWIRF REK
ageing analysis of trade debtors and bills ZR (Bt AES REMEWEIE)
receivable (which are included in trade and other NBEEABRAEEWHREERE

receivables), based on the invoice date and net RIBREC DATLO R «

of loss allowance, is as follows:

2019 2018
2019% 20184
RMB’ 000 RMB’ 000
AR¥T T ARBTIT
Within 3 months 3EAR 338,030 691,927
3 to 12 months 3E12{A A 213,791 158,447
Over 12 months 12@ A A E 211,985 13,618
763,806 863,992
Trade debtors and bills receivable are due B S EWRR R ERER B %R
within 30-90 days from the date of billing. B HHEET30-900 B AEIH] - AR
Further details on the Group’s credit policy and EEEBRURREE S REKIRR
credit risk arising from trade debtors and bills LREREBNEERRIE —FFF

receivable are set out in note 25(a). BERHIFE25(a) °

(b)  Other debtors (b) HEWIRR

As at 31 December 2019, the Group’s other
receivables of RMB656,000 (31 December 2018:
RMB259,000) were determined to be impaired in
full.

18 CASH AND CASH EQUIVALENTS AND OTHER 18
CASH FLOW INFORMATION

(a) Cash and cash equivalents comprise:

R2019F12A31H - AEBEEA
JfEUg SR IE A R #656,0007T (2018
F12A31H : AR¥259,0007T)
ERERERE -

RERRESEABUREMARESR

(a) BERBLSEEABE:
2019 2018
20194 20184
RMB’ 000 RMB’ 000

ARBT R ARETTT

Cash at bank and on hand SRITRFHEES

1,383,232 1,269,746
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IIV_\éE\ZI-i%ﬁ%Bﬂ.H

(Expressed in Renminbi unless otherwise indicated)

(BRBHEREBEIN - LARKEIIR)

18 CASH AND CASH EQUIVALENTS AND OTHER 18 BELRBRESZEEBEUREMERESR

CASH FLOW INFORMATION (Continued) BER (#F)
(b) Reconciliation of profit before taxation to cash (b) BiADEFEKLEFFESRSWER:
generated from operations:
2019 2018
2019% 20184
RMB’000 RMB’ 000

ARWF T ARETIT

Profit before taxation A& A 133,663 616,699
Adjustments for KR
Depreciation and amortisation Hree R g 73,115 71,517
Provision recognised R R RS
for doubtful debts 70,347 9,894
Impairment of goodwill HERE 320,647 =
Impairment of intangible assets EIZEERE 5,489
Interest income A B 2= (16,751) (11,316)
Finance costs & R AR 29,043 27,469
Loss on disposal of property, HEME - BER&E
plant and equipment EANEE 330 231
Share-based payment transactions ARG AEBHNRZ S 19,920 8,490
Write down of inventories FE R 3,654 2,725
Foreign exchange losses SNEE 518 23,958 22,242
Net unrealised losses on WIRIEEERSER
investment not held for trading BIHKEEEFE - 2,600
Changes in working capital EEESE
Increase in inventories T,éi 30 (4,028) (13,034)
Decrease in trade and B 5 R EH A EWFIRR D
other receivables 25,599 67,845
(Decrease)/increase in trade and B 5 K H i B FUE
other payables CRA),/ 38N (139,674) 71,803
Decrease in deferred income B R (1,660) (2,320)
Cash generated from operations K& FEHE 543,652 874,845
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e ISR

(Expressed in Renminbi unless otherwise indicated)

(BRBHEREPI - LARKEIIR)

18

CASH AND CASH EQUIVALENTS AND OTHER 18

RERRESEHAEBUREMARESR

CASH FLOW INFORMATION (Continued) BER (E)
Reconciliation of liabilities arising from (c) BMEFTBHELENEBEYRER:
financing activities:
Prepayment
Loans and for loan
borrowings  facility fees Total
ERZHER
ERRER OEERNEN @t
RMB’ 000 RMB’000 RMB’000
AR¥TR AR¥TR AR¥TR
(Note 20)
(H&E20)
At 1 January 2018 R2018%1A1H 568,104 (9,266) 558,838
Changes from financing cash flows: MERSRERE
Repayments of bank loans RTEFBTE (197,008) = (197,008)
Finance costs paid ENBEKA (22,526) = (22,526)
Total changes from financing cash flows ~_ BARERERBRE (@19534) (953
Exchange adjustments ERAZ 21,442 = 21,442
Other changes: HitER
Interest on bank loans (note 4(a)) RITEFH B (H3E4(a)) 22,526 = 22,526
Finance charges on bank loans (note 4(a))  RITERHHFER (Mii4(a)) = 4,943 4,943
Totalotherchanges ... RURARE 22506 .. 493 . 27,469
At 31 December 2018 and R2018%E12A31H K
1 January 2019 201918 1H 392,538 (4,323) 388,215
Changes from financing cash flows: RERSRERE
Proceeds from new bank loans R ITE RS RA 607,458 = 607,458
Repayments of bank loans RTEFUBTE (459,969) = (459,969)
Finance costs paid ENBEKA (23,391) (1,329) (24,720)
Total changes from financing cash flows ~_ BARSRERDAE 124008  (1829) 122769
Exchange adjustments ERAE 13,540 - 13,540
Other changes: HiER :
Interest on bank loans (note 4(a)) RITEHH B (HFE4(a)) 23,391 = 23,391
Finance charges on bank loans (note 4(a))  RITERHEER (Mi4(a)) - 5,652 5,652
Totalotherchanges ... sl S 23301 ....58%2 29,043
At 31 December 2019 R20194F12H31H 553,567 - 553,567

186 CONSUN PHARMACEUTICAL GROUP LIMITED RE#ZESEEERAA



Notes to the Consolidated Financial Statements
ARE ISR R B EE
(Expressed in Renminbi unless otherwise indicated)

(BRBHEREBEIN - LARKEIIR)

18 CASH AND CASH EQUIVALENTS AND OTHER 18 BHERBESZEEBEUREMRER

CASH FLOW INFORMATION (Continued) BER (&)
(d) Total cash outflow for leases (d HERSRHAE
Amounts included in the consolidated cash flow HREEFTAGERERERNSE
statement for leases comprise the following: BIETIIFIE -
2019 2018
20194 20184
RMB’ 000 RMB’ 000

AR®T T ARET T

Within operating cash flows REERERE 3,971 2,920
These amounts relate to the following: ZESTEENYKIBAR -

2019 2018

20194 20184

RMB’ 000 RMB’000

ARWT T ARET T

Lease rentals paid EfNHEE 3,971 2,920
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(Expressed in Renminbi unless otherwise indicated)

(BRBHEREPI - LARKEIIR)

19 TRADE AND OTHER PAYABLES 19 EBEFZRHEMENFIE
2019 2018
2019%F 20184
RMB’ 000 RMB’000

ARBT T ARET T

Trade payables (ii) =g E) 55,520 92,755
Contract liabilities BREE 17,596 6,097
Refund liabilities REBME 71,358 66,677

Accrued expenses R X 209,760 257,926

Employee benefits payable JERTHE B a8 A 154,837 188,242

Other payables o e 5RIE 110,540 139,107

Project development deposits (i) THE RA#ERE() 52,000 =

671,611 750,804

(i) As of 31 December 2019, project development deposits (i) HZE2019F12A31H - BEHMAEES
represented deposits and prepayment received by the REASERE - ZRINGEREHREE
Group from Guangxi Huafa and Yulin Shunlang pursuant to PR R TR A Z S R IEN R
a series of cooperative development agreements (see note (RBIEE11(c)) °
11(c)).

(ii) As of the end of the reporting period, the ageing (ii) RBEER - EHEMNKE (BEFAR
analysis of trade payables (which are included in the SREMEMNFIE) LNEZRHAEE
trade and other payables), based on the invoice date, HIRRER AT T -
is as follows:

2019 2018

20194 20184

RMB’000 RMB’ 000

ARBTR ARBTT

Within 1 month 1EAR 26,328 45,355
1 to 12 months 1Z=121{8 A 28,845 44,318
Over 12 months 1218 A A E 347 3,082
55,520 92,755
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Notes to the Consolidated Financial Statements
ARE ISR R B EE
(Expressed in Renminbi unless otherwise indicated)

(BRBHEREBEIN - LARKEIIR)

LOANS AND BORROWINGS 20 ERRMERK

At 31 December 2019, loans and borrowings were R2019F 128318  ERMERAEE

unsecured and repayable as follows: - BZER TSI HRERER :
2019 2018
2019% 20184F
RMB’ 000 RMB’000
ARET T ARET T
Within 1 year —FR 553,567 147,202
After 1 year but within 2 years —FRBRMFA - 245,336
553,567 392,538

At 31 December 2019, total banking facilities of P2019F 129310 @ AEFBITRELTE A AR
the Group amounted to RMB742,488,000 (2018: #742 488,0007C (20184 : AR#392 538,000
RMB392,538,000), which were utilised to the extent of Jr)  BEhE#HH ARES553,567,0007T (2018

RMB553,567,000 (2018: RMB392,538,000). F: AR¥392,538,0007T) °
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e ISR

(Expressed in Renminbi unless otherwise indicated)

(BRSHIERIN  UARBIIR)
20 LOANS AND BORROWINGS (Continued) 20 EXRRER(E)
As at 31 December 2019, certain banking facilities of R2019F12A31H » AEEBHRITE
the Group amounted to RMB279,160,000 (31 December RARE279,160,0007T (201844 12 A 31
2018: RMB392,538,000) are subject to the fulfiiment B : AR%392,538,0007T) 5 il 74 ¥ A<
of covenants relating to certain of the Group’s or the SEKME QRS THBE RN (%
subsidiaries’ financial ratios, as are commonly found EUFFARSRBEBONERLZHF) -
in lending arrangements with financial institutions. If BEAEEERTZEEH ERINE
the Group had breached the covenants the drawn RESEKBIREREE - NEETFEHE
down loans would have become payable on demand. REFZERZFENIBR o R20195F12 A
The Group regularly monitors its compliance with 310 ' AEBWEEREMEDRIRNER
these covenants. As at 31 December 2019, none of IERARI R 5 (2018512 A31H « )
the covenants relating to drawn down loans had been
breached (31 December 2018: nil).
21  DEFERRED INCOME 21 EEWE
2019 2018
20194 20184
RMB’ 000 RMB’ 000
AR®TF ARETTT
At 1 January MN1A1H 19,975 22,295
Additions #Zhn 79 146
Credited to profit or loss (note 3) T AEZE (H5E3) (1,660) (2,466)
At 31 December ®12A31H 18,394 19,975
Representing: R
Current portion BIHAER {7 1,655 1,655
Non-current portion JERNER =R {7 16,739 18,320
18,394 19,975
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As at 31 December 2018 and 2019, deferred income
of the Group mainly includes various conditional
government grants for research and development
projects of new or existing pharmaceutical products
and subsidies relating to purchase of land use rights.

MR2018F K 2019F 12 A31H » AEEHIEILEI
T EREMELNIREERHEBEENZIESR
IEHBSRE) - AREEE T FERAEEENE

B o
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Notes to the Consolidated Financial Statements

DEFERRED INCOME (Continued)

Deferred government grants relating to research and
development projects will be recognised as income
in the same periods in which the expenses for the
development project are incurred. Deferred government
grants relating to purchase of land use rights will be
recognised as income on a straight-line basis over the
expected useful life of the relevant land use rights.

EQUITY SETTLED SHARE-BASED
TRANSACTIONS

(a) Employees’ Share Option Scheme

(i) The terms and conditions of the grants are
as follows:

In 2014, the Company adopted a share
option scheme whereby the directors
of the Company are authorised, at
their discretion, to invite employees of
the Group, including directors of any
Company in the Group, to take up options
at a consideration of HKD1 to subscribe
for shares of the Company. Each option
entitles the option holders to subscribe
one ordinary share of the Company. The
Company granted share options to certain
directors and employees in 2014, 2016
and 2019 respectively.

e ISR

(Expressed in Renminbi unless otherwise indicated)

21

22

(BRBHEREBEIN - LARKEIIR)

EE W (&)

FEMEEENECRFEOEEEES
F#IE AR AR MEER SRS - B
BEELERENECBRTHEDEE
ML ERENTRET AIERFHRANE
RORHER AU -

URESELUROG/ERNRS

(a) EEBKRETS
() BREWEREEEDT

R2014F  ARBIHEM—
BHERRERTE - Bt - AR
AIEEERE R BB RS
SEES (BEAEEET
FRKERRINES) B R
B - ARE1BTRE
RARIRG - BHERES
BT HERR A ARAIATR
B—RAARE®ER - A
A DRI 20144 « 20164
k2019FMETEZRIE
BER LR -
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e ISR

(Expressed in Renminbi unless otherwise indicated)

(BRBHEREPI - LARKEIIR)

22 EQUITY SETTLED SHARE-BASED 22 DRBEGEIURO/ERNRS
TRANSACTIONS (Continued) (%)
(a) Employees’ Share Option Scheme (Continued) (a) EEBRETE (£
(i)  The terms and conditions of the grants are () BEBNERREEENT :

as follows: (Continued) (#&)

Number Contractual

Tranche of options life of

Date of grant number granted Vesting period options

ERLE BREN
REEH i1 REHE HBEH BREH
Options granted to employees:
BT EERBRE
on 28 March 2014 2014 TH1 10,000,000 1 year after the date of grant 10 years
R201463A288 20145 E1#t REAHER1F 104
on 28 March 2014 2014 T2 10,000,000 2 years after the date of grant 10 years
F2014F3A28H  2014F FE28t R BHE2F 106
on 1 April 2016 2016 T1 12,600,000 1 year after the date of grant 10 years
R2016F4 A 1H 2016 514t R BER1F 106
on 1 April 2016 2016 T2 12,600,000 2 years after the date of grant 10 years
R2016%64 A 18 2016 FF 28t Kt B EgosF 106
on 1 April 2016 2016 T3 16,800,000 3 years after the date of grant 10 years
201664 A1H 2016 F £ 34t Kit B ERE3E 106
on 2 January 2019 2019 T1 13,650,000 15 months after the date of grant 10 years
201951 A2H 2019F 5 14t R AHE151E A 106
on 2 January 2019 2019 T2 13,650,000 27 months after the date of grant 10 years
720195 1A2AH 2019F F 24t KB E%271E A 106
on 2 January 2019 2019 T3 18,200,000 39 months after the date of grant 10 years
R2019%1A2H 2019F F34H i B 13918 A 106
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(a)

(i)

Notes to the Consolidated Financial Statements
IIV_\éE\ZI-i%ﬁ%Bﬂ.H

(Expressed in Renminbi unless otherwise indicated)

(BrA=BEHI -

AAREIITR)

EQUITY SETTLED SHARE-BASED 22 DRBEGEIUROHBERNRS
TRANSACTIONS (Continued) (%)
Employees’ Share Option Scheme (Continued) (a) EESBEREE (E)
The terms and conditions of the grants are (i) RERGRREEDT -
as follows: (Continued) (&)
Number Contractual
Tranche of options life of
Date of grant number granted Vesting period options
ERiLE FBRAEN
R B #5R REHE HBED BREH
Options granted to directors:
RTESMREME :
on 28 May 2014 2014 T3 6,000,000 1 year after the date of grant 9.8 years
R2014F5828H  2014F E3Ht REBBE1E 9.8F
on 28 May 2014 2014 T4 6,000,000 2 years after the date of grant 9.8 years
MR2014F58288 20145 E 44t R AWK 9.8%
on 1 April 2016 2016 T4 600,000 1 year after the date of grant 10 years
72016564 A1H 2016 F F 44t REBHR1E 105
on 1 April 2016 2016 T5 600,000 2 years after the date of grant 10 years
72016564 A1H 2016 F 54 R BHE2E 106
on 1 April 2016 2016 T6 800,000 3 years after the date of grant 10 years
201654 A1H 20165 5564t R AE%3F 105
on 27 May 2016 2016 T7 2,400,000 1 year after the date of grant 9.8 years
R2016F5A27H 2016 FE7#t REBHR1E 9.8%
on 27 May 2016 2016 T8 2,400,000 2 years after the date of grant 9.8 years
FR2016F5A27H 2016 F8#t R BHE2F 9.8
on 27 May 2016 2016 T9 3,200,000 3 years after the date of grant 9.8 years
F2016F5A27H  2016F FEo#t R BHE3EF 9.8
on 31 May 2019 2019 T4 5,250,000 11 months after the date of grant 9.6 years
R2019F5A318 2019644t R BER11{E A 9.6%F
on 31 May 2019 2019 T5 5,250,000 23 months after the date of grant 9.6 years
FR201965A318 20196 558 & B H12 2318 A 9.6%F
on 31 May 2019 2019 T6 7,000,000 35 months after the date of grant 9.6 years
R2019F5A31H  2019F F6Ht & A& 3518 A 9.6F
Total share options granted
R REA R

147,000,000
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e ISR

(Expressed in Renminbi unless otherwise indicated)

(BRBHEREPI - LARKEIIR)

22 EQUITY SETTLED SHARE-BASED
TRANSACTIONS (Continued)

(a) Employees’ Share Option Scheme (Continued)

(ij)  The number and weighted average exercise

22 LDREGEILURO/[ERNRS

(&)
(a) EEBRESE (E)
(i) EERREEE RNEFHITE

prices of share options are as follows: BT :
2019 2018
2019F 2018%
Weighted Weighted
average average
exercise Number exercise Number
price of options price  of options
miEFS B g B
e #H 1768 A
HKD ’000 HKD '000
BT TR BT iR
Outstanding at 1 January R1B1BEARITE 4.97 54,963 4.85 64,562
Granted during the year FREH 4.48 63,000 - =
Exercised during the year FRTTE 4.01 (693) 4.32 (1,581)
Forfeited during the year FRRIK 4.45 (7,786) 4.16 (8,018)
Outstanding at 31 December R 12 A31 B #AK{TE 4,73 109,484 4.97 54,963
Exercisable at 31 December #1231 B AJ{7{E 5.04 49,059 5.39 37,271

The weighted average share price at
the date of exercise for share options
exercised during the year was HKD4.79
(2018: HKD8.39).

The share options outstanding at 31
December 2019 had an exercise price
of HKD6.64, HKD4.01 or HKD4.476 (31
December 2018: HKD6.64 or HKD4.01) and
a weighted-average remaining contractual
life of 7.1 years (831 December 2018: 6.5
years).

The Group recognised share option
expenses of RMB19,920,000 during the
year ended 31 December 2019 (2018:
RMB8,490,000).
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22 EQUITY SETTLED SHARE-BASED
TRANSACTIONS (Continued)

(a) Employees’ Share Option Scheme (Continued)

(iii)

Fair value of share options which were
granted in 2019 and assumptions:

The fair value of services received in
return for the share options granted is
measured by reference to the fair value
of share options granted. The estimated
fair value of the share options granted
is measured based on a binomial tree
model. The contractual life of the share
options is used as an input into this
model. Expectations of early exercise are
incorporated into the binomial tree model.
Set out below are the fair value of share
options and assumptions.

e ISR

(Expressed in Renminbi unless otherwise indicated)

(BRBHEREBEIN - LARKEIIR)

URESELURG/ERNRS

EEBRESTE (&)
(i) 72019 F & /Y B AR 4 A

NAERRR

P PASRBRIR H B B 4 P 2
BORABTISERELE
iz AR ERE - KB
RENBEFRAABETER
“XERGE - BRES
HMEPELERPRELS—
HB AR - ITRAITEMTE
HAE A AL — XBIREL o« R
X BEREN R R ERE

Tranche number

#t55%
2019 T1~T3 2019 T4~T6
20194 20194F
FIHEEIN  F4HLEFel
Fair value at measurement date (HK$) E2BHAREGET) 1.4434 to 1.9825 to
1.5317 2.1216
1.4434F 1.9825%
1.5317 2.1216
Share price (HK$) IZfE (BIT) 4.19 5.23
Exercise price (HK$) FIE(E (BIT) 4.476 4.476
Expected volatility TEHRR IR 40.06% 39.74%
Expected option life e HA A A e 4F B 10 years 9.6 years
105 9.6
Dividend yield SR 2.18% 2.18%
Risk-free rate fE [ B 1) 2 2.42% 1.99%
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e ISR

(Expressed in Renminbi unless otherwise indicated)

(BrA=BEHI -

22
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AAREIITR)

EQUITY SETTLED SHARE-BASED
TRANSACTIONS (Continued)

(a)

(b)

Employees’ Share Option Scheme (Continued)

(iii)  Fair value of share options which were
granted in 2019 and assumptions:
(Continued)

The expected volatility is based on the
historic volatility (calculated based on the
weighted average remaining life of the
share options), adjusted for any expected
changes to future volatility based on
publicly available information. Expected
dividends are based on historical
dividends. Changes in the subjective input
assumptions could materially affect the fair
value estimate.

Share options were granted under a
service condition. This condition has not
been taken into account in the grant date
fair value measurement of the services
received. There were no market conditions
associated with the share option grants.

Employees’ Share Award Scheme

In 2014, the board of directors of the Company
approved the adoption of a share award scheme
(the “Share Award Scheme”) under which shares
of the Company (the “Awarded Shares”) may be
awarded to selected employees (the “Selected
Employees”) in accordance with the provisions of
the Share Award Scheme and the nominal value
of the shares awarded under the Share Award
Scheme shall not exceed 10% of the issued share
capital of the Company from time to time.

Unless terminated earlier by the board of
directors in accordance with the rules of the
Share Award Scheme, the Share Award Scheme
will be valid and effective for a term of 10 years
starting on 21 July 2014. A trust has been set up
and fully funded by the Company for the purpose
of purchasing, administrating and holding the
Company’s shares for the Share Award Scheme.

22

URESEYURG/ERNRS

(&)
(a)

(b)

EEBKRESE (&)

(i) 72019 4F £ i /Y B8 AR #E Y
ARERRBE : (&)

T8 HA R 08 DA SRR i (AR 1%
8 FSUHE B DA S 25 R 8 A 1
APE) REE . XREAR
FESNEMBECRIZ R
ZAEMBEMEC T IARE -
EHEREAELKRE/E
% TERABBRINE
B ARBEZAFELSE

S/ 488
AEE o

8 PR HE P 7 AR A5 MR 1 T X
oo BE R R APTERR
BRE LB BN QR ER
B - BREZRLWENS
R G

EER 6 =Bt 8

MR2014%F + RAREFSHIER
M —IERR (0 BB ET & ([ R 1D S @ 5t
Bl B RERD BRI
RERTREES ((BERE]D X
NAIMARG ([RERG ) - R HE
EhRT 2B T REM RGO EETSHE
BARNE R ZEITRAAI10% ©

BRIEWE ERRERG RE I
RARELRIE - RO EEFTEINE
MERHE 5201447 A 21 BiEst A
104F - AR RIB K —IBEFE IR
HE2HES  ETREEE 12
MEEH AR R TR EZENE & T /%

{/'\ ®
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(b)

Notes to the Consolidated Financial Statements

e MR M EE
(Expressed in Renminbi unless otherwise indicated)
(BB EEREIN - LAREBIITR)
EQUITY SETTLED SHARE-BASED 22 LRELEIURGHBEBRNITS
TRANSACTIONS (Continued) (&)
Employees’ Share Award Scheme (Continued) (b) EERGEBE (Z)
No Awarded Shares were granted or vesting HZE2019F12A31BIEFE - #
during the year ended 31 December 2019 (2018: BRI LB (20184 -
nil). Therefore, nil share award expenses were =) ST E R AR R E A -
recognised accordingly.
Details of the treasury shares held under the RIR IR (0 BB T Bl B A EE 17 AR EF
Share Award Scheme are set out below: BHRTX :
Average
purchase No. of
price shares held Value of shares
THBEE KHERHEE RAEE
HKD '000 HKD’ 000 RMB'000
BT T TET ARETRT
At 31 December 2019 and 2018 R20194 20184125318 5.68 19,698 111,854 88,642

At 31 December 2018 and 2019, 19,798,000
ordinary shares were held by the trustee under
the Share Award Scheme, among which 100,000
shares in respect of the Awarded Shares vested
were held on behalf of certain employees, while
the remaining 19,698,000 shares were held on
behalf of the Company.

R2018F %2019 12 A31H » LFEARER®D
BENET 2156 19,798,000 L LB - HAEHE
H 22BN A% 19 H 100,000k AR KX E TIEEH
B MHE#19,698,000 %8 7 B R AR Al
ﬁ °
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e ISR

(Expressed in Renminbi unless otherwise indicated)

(BRBHEREPI - LARKEIIR)

23 INCOME TAX IN THE CONSOLIDATED

23 HREMBRRERANAEH

STATEMENT OF FINANCIAL POSITION

(a) Current taxation in the consolidated statement

of financial position represents:

(a)

FREMBRRRANEABIRSE !

2019 2018

2019% 20184

RMB’ 000 RMB’ 000

AR%T T ARETTT

At 1 January ®w1A1H 99,492 95,336
Provision of PRC income tax FARE SRR

for the year 103,843 130,068
PRC dividend withholding tax FRH R B TENH

for the year 34,936 -

Over-provision for PRC income BEFERNFREMEN

tax in respect of prior years REEEE (8,473) (5,277)

130,306 124,791

PRC income tax paid B B TSR (125,401) (120,635)

PRC dividend withholding tax paid 2t E&SFEINE (34,936) —

s . (160,337)

At 31 December MW12A31H 69,461 99,492
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e ISR

(Expressed in Renminbi unless otherwise indicated)

(BRSHEEAN - UARBIITR)
23 INCOME TAX IN THE CONSOLIDATED 23 HFEUBKRRRANAER (&)
STATEMENT OF FINANCIAL POSITION
(Continued)
(b) Deferred tax assets and liabilities recognised: (b) ERBELHARERAMR
The components of deferred tax assets/(liabilities) iR & BB R AR HE TR
recognised in the consolidated statement of féé/(ﬁ ) MR BB R F Y
financial position and the movements during the = BT :
year are as follows:
Withholding
tax on future Fair value
dividend adjustment
income Provisions from Intra group
from PRC Unused and  business unrealised
subsidiaries  tax losses* accruals  acquisition profits Total
RETENE
Deferred tax assets/ RETHIEENEE RAARRRE  ABARE Bk EBYEN  REER
(liabilities) arising from: WEBE/(BE):  LKEHENH Rt EMER  QABHE EREA @t
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARETT  ARBTR ARETT ARETR ARETn ARETR
t 1 January 2018 W2018%1A18 (58,003) 429 34,285 (85,047) 638 (107,698)
Charged/(credited) to HEYAGINE-F:
profit or loss - 1207 (819) 5,195 - 5,583
At 31 December 2018 and )732018@12)%31 ARk
1 January 2019 2019F1 A (58,003) 1,636 33,466 (79,852) 638 (102,115)
Effect on deferred tax balances I%Rt“iﬁfﬁ%ﬁ(ﬁ?
resulting from a change intax ~ EERBLHHTE
ate (note 5(a)) (Fist5(a)) 29,001 - - - - 29,001
Released upon distribution ROERERRE
of dividends (note 5(a)) (KtiE5(a)) 34,936 - - - - 34,936
(Credited)/charged to (GtA)/ IkEE
profit or loss (21,142) 1,167 9,673 6,130 - (4,172)
At 31 December 2019 12019512318 (15,208) 2,803 43,139 (73,722) 638 (42,350)
i Deferred tax assets are recognised on unused # EREBIEEEDSRAEEET
tax losses of certain PRC subsidiaries of the o I Y 8 2 R B0 K B R R A
Group. They are now progressing to their B - 5 R F B AIER

normal operation stage and are deriving profits.
Accordingly, it is considered probable that
sufficient taxable profits will be available in the
future to utilize their unused tax losses before they
expire. As at 31 December 2019, tax losses of

RMB 16,793,000 will expire from 2020 to 2024.

BEREEEEERBRIES
wmA o Bt AR AR AR RA
BE 2 A B 5 FE SR AR FI ATE
FERERESE 2 ARB ARG
518 - 2019 12A318 + &
B E5 18 AR 16,793,000 7015
R 2020F E 2024 F 2 Hf -
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e ISR

(Expressed in Renminbi unless otherwise indicated)

(BB EERAIN - LAREIITR)
23 INCOME TAX IN THE CONSOLIDATED 23 HFREUBRRRANFER (&)
STATEMENT OF FINANCIAL POSITION
(Continued)
(c) Reconciliation to the consolidated statement () HaMBMRRRNHR
of financial position
2019 2018
2019%F 20184
RMB’000 RMB’000
ARMF T ARETTT
Net deferred tax assets RERE MG R R
recognised in the consolidated BRI IAE ERE
statement of financial position 45,942 35,102
Net deferred tax liabilities RERE MG R R
recognised in the consolidated RERIEREFE
statement of financial position (88,292) (187,217)
(42,350) (102,115)
(d) Deferred tax liabilities not recognised: (d) FRERWELHRESE:

As at 31 December 2019, deferred tax liabilities
of RMB47,963,000 (31 December 2018:
RMB125,419,000) in respect of temporary
differences relating to the undistributed profits
of subsidiaries amounted to RMB959,256,000
(2018: RMB1,254,186,000) were not recognised
as the Company controls the dividend policy of
these subsidiaries and it has been determined
that those profits will not be distributed in the
foreseeable future.

24 CAPITAL, RESERVE AND DIVIDENDS

(a)

200 CONSUN PHARMACEUTICAL GROUP LIMITED EREAFXSEABRAA

Movement in components of equity

The reconciliation between the opening and
closing balances of each component of the
Group’s consolidated equity is set out in the
consolidated statement of changes in equity.
Details of the changes in the Company’s
individual components of equity between the
beginning and the end of the year are set out
below:

24

EEN
(a)

R2019F 12 A31H » WARHER
BB QA KD ERMNARE
959,256,0007T (20184 : AR
#1,254,186,00070) BN E
REZENECHEABARE
47,963,0007T (20184 12 A 31
H: AR®125,419,0007T) * J5M#
RAREHEHIZENB R RN E
BUR - WEIRERAIE R AR RT

SIRBEZFmA

EERRE

BEARBONEES

AR ERA RS AR BHR
SRR R A £ 2 RO MO R BB
AERBBR o AAAERN AR
1B AR BRI HT R 4 R 2 B B B
HBERRTX -
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e ISR

(Expressed in Renminbi unless otherwise indicated)

(BRSHEEAN - UARBIITR)
CAPITAL, RESERVE AND DIVIDENDS 24 EX - RERRE (B)
(Continued)
(a) Movement in components of equity (Continued) (a) AR NEE (&)
Treasury
shares held (Accumulated
under Share Other losses)/
Share Share Other Capital Award  treasury Retained
capital premium reserves reserve Scheme shares profits Total
RERGER
HHEE (BitER)
o RHEE Rt EXGtk WEL HtERR  /REEA Eh
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000  RMB'000 RMB'000  RMB'000
ARETT  ARETR ARETT ARETT  ARETT ARETR  ARETR ARETR
note 24(c)  note 24(d)(i)  note 24(d)(iv)  note 24(d)iii) note 22(b)
WMiroac)  Boiod(d)i)  PEE4(d)(v)  ME24(d)i) HsE22(b)
At1 January 2018 R2018%1A18 68652 247212 143,091 121,398 (88,642) - (255682) 466,189
Dividends approved and Bt EREFARE
paid = (68,943) = = = = - (68.943)
Recognition of BT ERERETS
Employees' Share
Option Scheme - - - 8,490 - - - 8,490
Shares issued dueto  FREERREEEITER
exercise of Share EtRh
Option Scheme 130 9,577 - (4,083) - - - 5,624
Total comprehensive ~ FR2ENGEE
income for the year - - - - - - (68,549)  (68,549)
At 31 December 2018 120185124318 68,782 187,906 143,091 125,805 (88,642) - (94131) 342811
At 1 January 2019 R2019E1 A 1A 68,782 187,906 143,091 125,805 (88,642) - (94,131) 342,811
Dividends approved  BLEREFAKE
and paid . . . . = . (221619)  (221,619)
Purchase of own shares  FMEE B 7K
during the year - - - - - (46,212) - (46212
Cancellation of shares ~ EMzEERH
during the year (813) (45,399) - - - 46,212 - -
Recognition of B R ERE
Employees’ Share
Option Scheme - - - 19,920 - - - 19,920
Shares issued dueto  FREERREEEITIER
exercise of Share ¥Rt
Option Scheme 64 2,89 - (468) - - - 2,491
Total comprehensive ~ FREANGEE
income for the year - - - - - - 585,820 585,820
At 31 December 2019 #2019%12A31H 68,033 145,402 143,091 145,257 (88,642) - 270,070 683,211
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(Expressed in Renminbi unless otherwise indicated)

(BRBHEREPI - LARKEIIR)

24 CAPITAL, RESERVE AND DIVIDENDS 24 EBX - RERRE (#)
(Continued)
(b)  Purchase of own shares (b) HBEESERH
During the year ended 31 December 2019, the BE2019F12A31ALFE * &
Company repurchased 10,352,000 shares (the NRARNBERBBERSAABERARE
“Buy-back Shares’) of the Company on The FEE B 510,352,000 /17 (8
Stock Exchange of Hong Kong Limited as follows: BB AT
Number Highest Lowest
of shares price paid price paid Aggregate
Month/year * /A repurchased per share per share price paid
=AE: BRER BRE R =N
&rE =] ERER (K EE BIR B
HKD HKD HKD’ 000
BIT PBTT FHETT
January 2019 20191 H 3,212,000 5.45 4.32 15,581
April 2019 20194 A 1,451,000 5.50 5,18 7,801
May 2019 201945 H 442,000 5.21 5.08 2,284
June 2019 201946 A 4,843,000 5.39 4.94 25,461
September 2019 201949 H 404,000 4.49 4.32 1,781
52,908
The repurchase was governed by section 257 BEDXEBRARAGKGAE257
of the Hong Kong Companies Ordinance. The BHEE  -LERMCOD AR
total amount paid on the repurchased shares 52,908,000 7T (MHERH AR
of HKD52,908,000 (equivalent to approximately 46,212,0007T) JHLAZR A &) K9 A 30
RMB46,212,000) was paid with funded from BIREEAT o
internal resources of the Company.
Up to 31 December 2019, all of the Buy-back HZE2019F 128318 * IEEE

Shares were cancelled. RRIDE M FESE ©
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(Expressed in Renminbi unless otherwise indicated)

(BRBHEREBEIN - LARKEIIR)

24 CAPITAL, RESERVE AND DIVIDENDS 24 EBX - RERKRE (F)
(Continued)
(c) Dividends (c) RE
(i)  Dividends payable to equity () FEAEMAERGREZRFK
shareholders of the Company £

attributable to the year

2019 2018
20194 20184
RMB’ 000 RMB’ 000

ARET T ARETTT

Interim dividend declared and paid 25k &t HF HIE S

of HKDO.10 per ordinary share iR EBER0.104TT

(2018: nil) (20184 : &) 75,640 =
Final dividend proposed after the  FREEZHNARIALSE

end of the year of HKDO0.10 per R EBER0.10ATT

ordinary share (2018: HKDO0.20) (20184 : 0.20787T) 74,689 146,288

150,329 146,288

Final dividend proposed after the end of FERERZHOREAKRE S ENERBERAB
the year have not been recognised as f& -
liabilities as at the end of the year.

(i)  Dividends payable to equity (i) L—BHFEEMELLGERRRIIR
shareholders of the Company B REAMBERZT
attributable to the previous financial
year, approved and paid during the year

2019 2018
20194 20184F
RMB’ 000 RMB’ 000

ARWTF T ARETTT

Final dividend in respect of the F—UBREERBES -
previous financial year, approved 2R EREHRE K&

and paid during the year of FHrEEAR0.2048 7T

HKDO.20 per ordinary share (20184 : 0.10/87T)
(2018: HKDO0.10) 146,288 68,943

Less: Dividends for Buy-back Shares i : #t8E @ I&(D 2 5HH9
Rz (309) -

145,979 68,943
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e ISR

(Expressed in Renminbi unless otherwise indicated)

(BRBHEREPI - LARKEIIR)

24 CAPITAL, RESERVE AND DIVIDENDS 24 EBX - RERRE (#)
(Continued)
(d) Share capital (d EF
(i)  Issued share capital (i) ERITRE
2019
20195
Nominal Nominal
value of value of
Number of fully paid fully paid
shares shares shares
BROBE HERROEE HAZROEE
’000 HKD’ 000 RMB’ 000
TR THERT AR®T
Ordinary shares, ERTRAR
issued and fully paid: EER :
As at 1 January 2019 7201941 A 1H 875,191 87,519 68,782
Shares issued due to exercise REBRAETEI1THEM
of Share Option Scheme (i) ZE7THIRAD (ii) 693 69 64
Cancellation of shares during A&
the year (note 24(b)) (MizE24(b)) (10,352) (1,035) (813)
As at 31 December 2019 201941283108 865,532 86,553 68,033
The ordinary shares of the Company have AABE@BIBEMEEER
a par value of HKDO.10 per share. 0.103 7T o
(i)  Shares issued due to exercise of Share (i)  FERE B ITIERRITH
Option Scheme R&

During the year 2019, share options
were exercised to subscribe for a
total of 693,000 (2018: 1,581,000)
ordinary shares in the Company at a
consideration of HKD2,780,000 (equivalent
to approximately RMB2,491,000), of
which RMB64,000 and RMB2,895,000
were credited to share capital and the
share premium account respectively.
RMB468,000 was transferred from the
capital reserve to the share premium
account in accordance with the Company’s
accounting policy set out in note 1(r)(ii).
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M2019F R - BIREET
£+ JAR{E2,780,0007%8 T
(HHERH AR 2,491,000
T)RERARABLEERS
#693,000/% (20184 :
1, 581,0000%) + HF A
R#¥64 000T K AR
2,895,000 7t E % Bl 5T A B%
RNERRHDEERR o BB
1(r)(i) FTE A AR R B 5T
%+ AR¥468,0007LE A
BB SRR ER o



24
(Continued)
(e)
(i)
(i)
(iii)

Notes to the Consolidated Financial Statements

CAPITAL, RESERVE AND DIVIDENDS

Nature and purpose of reserves

Share premium

The share premium represents the
difference between the par value of the
shares of the Company and proceeds
received from the issuance of the shares
of the Company.

Under the Companies Law (Revised)
of the Cayman lIslands, the funds in the
share premium account of the Company
are distributable to the shareholders of
the Company provided that immediately
following the date on which the dividend is
proposed to be distributed, the Company
will be in a position to pay off its debts
as they fall due in the ordinary course of
business.

Exchange reserve

The exchange reserve comprises all
foreign exchange differences arising from
the translation of the financial information
of operations with functional currency
other than RMB.

Capital reserve

The capital reserve represents the portion
of the grant date fair value of unexercised
share options granted to employees of
the Company that has been recognised
in accordance with the accounting policy
adopted for share-based payments in note

1(r)(ii).

e ISR

(Expressed in Renminbi unless otherwise indicated)

(B BHEIEREIN - UARKEGIR)
24 EBX- - FERRE (&)
(e) MFENMEERAR
(i) BGEE

(i)

(i)

i g ERARR RN EE
B ] 1T AR AR YCEREY
PR1STRIBZ B ZHE -

REFREFEREE (K&
71) 0 AR B 5 B Bk T
ME & A 0 IR T AR R K
R IEEEERDRKREE
Bi& - ARBEKARRENE
EEN BB ERBIET 2 H
HETS -

EL#E

EXFRERREUAARE
PASMNEO T e B 8 51 (B A 3 75
B 81 7% B FL P EE R R P S
PEZERE o

BX#E

B RIERIBHEE(r)(ii)
Th DA RS A7) A5 2B ) < SRP B
MzZEBAERE AR TA
NEMRBRARITERERED
ERONREBHAREZ A

T/'\ ®
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e ISR

(Expressed in Renminbi unless otherwise indicated)

(BrA=BEHI -

24

206 CONSUN PHARMACEUTICAL GROUP LIMITED EREAFXSEABRAA

AAREIITR)

CAPITAL, RESERVE AND DIVIDENDS
(Continued)

(e)

Nature and purpose of reserves (Continued)

(iv)

Other reserves

The other reserves of the Group represent
the difference between (a) the nominal
value of share capital of Guangzhou
Consun; and (b) the nominal value of
the shares issued by the Company in
exchange under the reorganisation of the
Group completed on 24 December 2012.

The other reserves of the Company
represent the difference between (a) the
consolidated net assets of the subsidiaries
acquired; and (b) the nominal value of
the shares issued by the Company in
exchange under the reorganisation of the
Group on 24 December 2012.

The other reserves of the Company are
distributable. The dividend appropriation
made through other reserves in the
Company's financial statements is
recorded as through retained earnings in
the consolidated financial statements of
the Group.

24

X - RERKRE (B)

(e)

HENTERAR (B)

(iv)

Rt

REBHHE MRS T
MEZBEMNZELRE : (a)EM
REMBRAEE : k(b)A
AEIRER2012F12 A 24
BRI AN SRS AT
BERBMRMHEE -

AR EMmEEEET
P& 2 HRERE : (a)fT
WHEHRBARIMIERE EE
FE  R(b)ARBRER
2012F 12 A24 B AL E
BEHAEMETRIEZBRNRG
HE °

ARBMEMERRAIHED
& o AR R T R EY
HAh 5 8 1E H BV BB 0 IR AT
AREBERE P RR AR
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24 CAPITAL, RESERVE AND DIVIDENDS
(Continued)

(e)

()

Nature and purpose of reserves (Continued)
(v)  PRC statutory reserves

Pursuant to the articles of association
of the Group’s PRC subsidiaries now
comprising the Group, appropriations to
the PRC statutory reserves were made
at a certain percentage of profit after
taxation determined in accordance with
the accounting rules and regulations
of the PRC, until the PRC statutory
reserves was equal to 50% of the entity’s
registered capital. The percentage for this
appropriation was decided by the directors
of the respective subsidiaries. This
reserve fund can be utilised in setting off
accumulated losses or increasing capital
of the subsidiaries and is non-distributable
other than in liquidation.

During 2019, Guangzhou Consun
appropriated 10% of its net profit to
the PRC statutory reserves. The PRC
statutory reserves balances of Inner
Mongolia Consun had reached 50% of
their registered capital, and no further
appropriation was made for the year
ended 31 December 2019. Other PRC
subsidiaries of the Group had made losses
during 2019 or had accumulated losses,
no appropriation was made accordingly.

Distributability of reserves

As at 31 December 2019, the aggregate amount
of distributable reserves of the Company,
calculated in accordance with the Companies
Law of the Cayman lIslands, amounted to
RMB615,178,000 (2018: RMB274,029,000).

e ISR

(Expressed in Renminbi unless otherwise indicated)

(BRBHEREBEIN - LARKEIIR)

24 EBX- - FERRE (&)

(e)

()

HENEERRE (2)
(v) HELERFE

REASEREETE&F
BB A AR AES =R
A "EEERBTEES
R BOE R TE O AR F
B AE B 2 L 1R P BUAE
BIELER - EEFBEDEE
REAESNEREMELRD
50% ° % H) B 7 L B AE
BB ARNESETE ° %
RS MR EA R
MRFBEHIEE - ETA
AR DK GEBERIN) °

R20194F  EMEEFE
T B 10% 7 B B AR B A
ERE - - ARHEERF
Bl A EMEBAEBREERH
EMEARNS50% 0 BimR
HZE2019F 12 A31 HILF
JE 0 AR 3 — PR o R
S B H A B E A TR
2019 8k 15 1B 25T E
B B EEE R -

] {1 D RS

R2019F 12 A31H AR AR
BEREHERAREFTENTHY
IRGEEREE A AR 615,178,000
7L (20184 : AR¥ 274,029,000
JL) °
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e ISR

(Expressed in Renminbi unless otherwise indicated)

(BrA=BEHI -

AAREIITR)

24 CAPITAL, RESERVE AND DIVIDENDS (Continued)

(9)

208 CONSUN PHARMACEUTICAL GROUP LIMITED EREAFXSEABRAA

Capital management

The Group’s primary objectives when managing
capital are to safeguard the Group’s ability to
continue as a going concern, so that it can
continue to provide returns for shareholders
and benefits for other stakeholders, by pricing
products and services commensurately with the
level of risk and by securing access to finance at
a reasonable cost.

The Group monitors its capital structure on the
basis of an adjusted net debt-to-capital ratio. For
this purpose, adjusted net debt is defined as total
debt (which includes interest-bearing loans and
borrowings) plus unaccrued proposed dividends,
less cash and cash equivalents. Adjusted capital
comprises all components of equity.

During the year, the Group’s strategy was
to maintain the debt-to-equity ratio at a
level considered reasonable by the Group's
management from time to time with reference
to the prevailing market conditions. In order
to maintain or adjust the ratio, the Group may
adjust the amount of dividends paid to equity
shareholders, issue new shares or raise new debt

financing.

24

X - RERKRE (B)

(9)

ErER
AEEEEEANTRENHEE

HIS@EEEmer  tmEHEes
BIRAE ) R K T R E B R
f“mf C AROBRFEAR A ANERTS

MEMEESBRIEHRLE®R - X5
HAbF R ARRI E IR AR -

LR FEREE AR
ﬁﬁﬁ%%°ﬁ%ﬁa'%
FEHEDAERBER (B
u-l—ug/"f NABF) DI ET#R Bz B
BRReAREEFEER - KRAE
BRI M FTE A0 ©
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nE

OF]
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CAPITAL, RESERVE AND DIVIDENDS (Continued)

e ISR

(Expressed in Renminbi unless otherwise indicated)

(BRBHEREBEIN - LARKEIIR)

24 EBX- - FERRE (&)

Capital management (Continued) (9) EXEE (&)
As at 31 December 2019, the Group presented R2019F12A31H ' XEE 27
adjusted net asset, thus net debt-to-capital ratio THRAREETE BT EFHE
was not calculated. The Group’s adjusted net SFEBEE AR R - REEK2019
asset at 31 December 2019 was as follows: FI2A T HNKLHABEEFEW

T
2019 2018
2019% 20184
Note RMB’ 000 RMB’ 000
HtaE AR¥T ARBTIT
Current liabilities: mENBE

- Loans and borrowings — BERRIER 20 553,567 147,202
Non-current liabilities: FEmEBaE :

- Loans and borrowings — BERRER 20 - 245,336
Total debt BB 553,567 392,538
Add: Proposed dividends e ERRE 24(c) 74,689 146,288
Less: Cash and cash equivalents & : RE&RBEEEEE 18 (1,383,232) (1,269,746)
Adjusted net asset LR EEFE 754,976 730,920

Neither the Company nor any of its subsidiaries
are subject to externally imposed capital
requirements, except that banking facilities
granted to certain subsidiaries are subject
to the fulfilment of covenants relating to the
subsidiaries’ balance sheet ratios (note 14).
The Group will actively and regularly monitor its
compliance to such covenants.

ARB R EAEIE R BB ZR
RINEPIEMMEBEARER - R TH
THBARMRITRIEABTEZ
FHBAREAARBRKRLEREHN
R (MEE14) - AKEKEE R E
M E B T2 ERENBM
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(Expressed in Renminbi unless otherwise indicated)

(BRBHEREPI - LARKEIIR)

25
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FINANCIAL RISK MANAGEMENT AND FAIR
VALUES OF FINANCIAL INSTRUMENTS

Exposure to credit and liquidity risks arises in the

normal course of the Group’s business. The Group's

exposure to these risks and the financial risk

management policies and practices used by the Group

to manage these risks are described below.

(a)

Credit risk

Credit risk refers to the risk that a counterparty
will default on its contractual obligations resulting
in a financial loss to the Group. The Group’s
credit risk is primarily attributable to trade
receivables. The Group’s exposure to credit risk
arising from cash and cash equivalents and bills
receivable is limited because the counterparties
are banks and financial institutions, for which
the Group considers to have low credit risk.
Management has a credit policy in place and the
exposures to these credit risks are monitored on
an ongoing basis.

Trade receivables

The Group’s exposure to credit risk is influenced
mainly by the individual characteristics of each
customer rather than the industry or country
in which the customers operate and therefore
significant concentrations of credit risk primarily
arise when the Group has significant exposure to
individual customers. At the end of the reporting
period, 19% (2018: 24%) and 76% (2018: 58%)
of the total trade receivables were due from the
Group’s largest customer and the five largest
customers respectively.

25

BHEBREEREMIANAAE

AEEAMBRBEEEBEETELENE

ENnBESAR - AEBFEYNZE
Jee\ e K 7 5= T P DA 3 5% 5 L B ) 7 7

REIEHER R EHIF T -

(a) EERRE

FEERBREXSHFRETEAN
i&ﬁﬁ&fﬁK%IFiﬁﬁ%Tﬁ%E’ﬂ

c AEENEERREIERS
E\%EH&MIE\ c AKEARE KR
THFEBRBRERREMELENE
ERREAR AR ZHEFRRT
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ESEWSE

AEEEHNEERREZEXHE
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FINANCIAL RISK MANAGEMENT AND FAIR
VALUES OF FINANCIAL INSTRUMENTS
(Continued)

(@

Credit risk (Continued)
Trade receivables (Continued)

Individual credit evaluations are performed on all
customers requiring credit over a certain amount.
These evaluations focus on the customer’s
past history of making payments when due and
current ability to pay, and take into account
information specific to the customer as well as
pertaining to the economic environment in which
the customer operates. Trade receivables are
due within 30-90 days from the date of billing.
Normally, the Group does not obtain collateral
from customers.

The Group measures loss allowances for trade
receivables at an amount equal to lifetime ECLs,
which is calculated using a provision matrix.
As the Group’s historical credit loss experience
does not indicate significantly different loss
patterns for different customer segments, the loss
allowance based on ageing status is not further
distinguished between the Group’s different
customer bases.

e ISR

(Expressed in Renminbi unless otherwise indicated)

(BRBHEREBEIN - LARKEIIR)
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e ISR

(Expressed in Renminbi unless otherwise indicated)

(BRBHEREPI - LARKEIIR)

25 FINANCIAL RISK MANAGEMENT AND FAIR
VALUES OF FINANCIAL INSTRUMENTS
(Continued)

(a) Credit risk (Continued)
Trade receivables (Continued)

The following tables provide information about
the Group’s exposure to credit risk and ECLs for
trade receivables:

25

BREREEREMTIANDAE
(%)

(a) FERR (&)
ESEWHIE (&)

TREH#ABAKREEFERRIAK
B RYFENEREEBRNE

2019
2019%F
Gross
Expected carrying Loss
loss rate amount allowance

RHBRRE SRE#E BERE
% RMB’ 000 RMB’ 000
% AR®TR AR®TR

Current BN AR 1.00% 309,804 (3,554)
1 - 90 days past due #HAI1Z90H 2.00% 4,462 (92)
91 — 180 days past due #HI91Z=180H 4.50% 227,155 (10,584)
181 — 365 days past due w181 %365 H 10.00% 174,066 (17,407)
1 - 2 years past due BH1E24F 50.00% 96,035 (48,018)
2 — 3 years past due BHA2E3F 75.00% 764 (573)
More than 3 years past due BARSEFIA £ 100.00% 305 (305)

812,591 (80,533)
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FINANCIAL RISK MANAGEMENT AND FAIR
VALUES OF FINANCIAL INSTRUMENTS
(Continued)

(@

Credit risk (Continued)

Trade receivables (Continued)

e ISR

(Expressed in Renminbi unless otherwise indicated)

25

(BRBHEREBEIN - LARKEIIR)

BERREEREBMTAENARE
(&)
(a) f=ERR (&)
ESEWNIE ()
2018
20184
Gross
Expected carrying Loss
loss rate amount allowance
TEHAfE R X IREARE EiE R
% RMB’000 RMB’ 000

% ARBTT ARETRT

Current B A 1.00% 452,738 (4,252)
1 - 90 days past due #HEI1 =90 H 2.00% 4,790 (92)
91 — 180 days past due #HEI91=180H 3.00% 139,505 (4,321)
181 — 365 days past due #HEI1812365H 5.00% 15,985 (1,281)
1 - 2 years past due BHEA1 ZE2F 20.00% 1,314 (263)
2 — 3 years past due BHEA2 E34F 50.00% 80 (40)
More than 3 years past due BEA3F I £ 100.00% 334 (334)

614,746 (10,583)

Expected loss rates are based on actual loss
experience over the past 5 years. These rates
are adjusted to reflect differences between
economic conditions during the period over
which the historic data has been collected,
current conditions and the Group’s view of
economic conditions over the expected lives of
the receivables.

EHERETIREBESFHER
BERERAERL - ZFLEXTIK
o8B DA Sz R P Wi = R St B B R Y
AR ~ BRI AR LA Ko 7N 52 4
R W R TR 1) TR EA A 4R A 1 0 A R
REBEZERZEH o
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e ISR

(Expressed in Renminbi unless otherwise indicated)

(BRBHEREPI - LARKEIIR)

25 FINANCIAL RISK MANAGEMENT AND FAIR 25 BXEKREERESBMIAENAAE
VALUES OF FINANCIAL INSTRUMENTS (&)
(Continued)
(a) Credit risk (Continued) (a) HFERK (&)
Trade receivables (Continued) BESEWIE ()
Movement in the loss allowance account in FANESRWGRIBENEERERE
respect of trade receivables during the year is as FEmT -
follows:
2019 2018
20194 20184
RMB’ 000 RMB’ 000

ARBTT ARET T

Balance at 1 January M1 B1B8&ES 10,583 1,476
Amounts written off during the year FAREA £ EE - (650)
Impairment losses recognised FAD R REEE

during the year 69,950 9,757
Balance at 31 December M12 A31 BR&E R 80,533 10,583
The significant increase in the gross carrying DHEE1EME 5 EWIERTE 42
amounts of trade receivables past due BAREEINENEEREEENAR
over 91 days contributed to the increase of #70,648,0007T (20184F : AR
loss allowance of RMB70,648,000 (2018: 4,763,0007T) °

RMB4,763,000).
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FINANCIAL RISK MANAGEMENT AND FAIR
VALUES OF FINANCIAL INSTRUMENTS
(Continued)

(b)

Liquidity risk

Individual operating entities within the Group
are responsible for their own cash management,
including the short-term investment of cash
surpluses and the raising of loans to cover
expected cash demands, subject to approval by
the Company’s board when the borrowings exceed
certain predetermined levels of authority. The
Group’s policy is to regularly monitor its liquidity
requirements, to ensure that it maintains sufficient
reserves of cash and readily realisable marketable
securities and adequate committed lines of funding
from major financial institutions to meet its liquidity
requirements in the short and longer term.

The following tables show the remaining contractual
maturities at the end of the reporting period of
the Group’s financial liabilities (exclude receipts
in advance), which are based on contractual
undiscounted cash flows (including interest payments
computed using contractual rates or, if floating, based
on rates current at the end of the reporting period) and
the earliest date the Group can be required to pay:

e ISR

(Expressed in Renminbi unless otherwise indicated)

(BRBHEREBEIN - LARKEIIR)

BHEABREEREMIANAAE

(%)

(b)

REBESER

AEBRNENKEEREERBLZ
ReEE BRARSENRERY
RERBEREFARNEHRSFH
2 HEERE A TIREREK
FoRIBEARRESS ZHETN
AEE - ARBEZBRRREREE
MBESHE  BREKERAD
EETERERANEGERS X
(L EPNACLY 2 A S
BREE UNENREHRPEST
sk o

TRIFAASEN R AE (AR
AR N RIERRORERE A
B DREBEASORNARER (B
RIREHM RS (NRFER) BERE
IR IRIT A REFE BB )
RAEBEAINNRFEHZT)

2019
2019F
Contractual undiscounted cash outflow
BRRTRASRE

More than

Within 1 year but
1 year or less than Carrying
on demand 2 years Total amount

1ERAR HBiB15HE
REX DR2F ‘st REE
RMB’ 000 RMB’ 000 RMB’ 000 RMB’000
ARBTR ARBTRT AR¥Trn AR¥®T:R
Loans and borrowings BEHRER 562,472 - 562,472 553,567
Trade and other payables 2 5 R HEAMERNFIE 654,015 - 654,015 654,015
1,216,487 - 1,216,487 1,207,582
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e ISR

(Expressed in Renminbi unless otherwise indicated)

(BREHEERIN - LAREBIITR)
25 FINANCIAL RISK MANAGEMENT AND FAIR 25 HMKEKREERESBMIANARE
VALUES OF FINANCIAL INSTRUMENTS (%)
(Continued)
(b)  Liquidity risk (Continued) (b) HREBELRAR (&)
2018
20184
Contractual undiscounted cash outflow
BRRTRE SR
More than
Within 1 year but
1 year or less than Carrying
on demand 2 years Total amount
1EA HiB1FE
REX DH2E 5 RHEE
RMB’000 RMB’000 RMB’000 RMB’000
ARETT ARBTT ARETRT ARETT
Loans and borrowings ERRER 160,981 248,738 409,719 392,538
Trade and other payables ~ Z 5N EMERNFE 744,707 - 744,707 744,707
905,688 248,738 1,154,426 1,137,245
As shown in the above analysis, bank loans and P EX AT - AREBHA
related interest expense of the Group amounting R#562, 472,000 THRITE R K
to RMB562,472,000 were due to be repaid during FEEEF BB R20204F A5 H
2020. The short-term liquidity risk inherent in this B - AEHEHBES LR
contractual maturity date was not significantly PBESRBNREHE T |MEAE
changed after the reporting period. g o
(c) Interest rate risk (c) RIEmEB

Interest rate risk is the risk that the fair value or
future cash flows of a financial instrument will
fluctuate because of changes in market interest
rates. The Group’s interest rate risk arises
primarily from borrowings from banks. Borrowings
issued at variable rates and at fixed rates expose
the Group to cash flow interest rate risk and fair
value interest rate risk respectively. The Group’s
interest rate profile as monitored by management
is set out in (i) below.
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Notes to the Consolidated Financial Statements
IIV-\éﬁji%ﬁ%Mj.%I

(Expressed in Renminbi unless otherwise indicated)

(BRBHEREBEIN - LARKEIIR)

FINANCIAL RISK MANAGEMENT AND FAIR 25 BERREEREBMTAENARE
VALUES OF FINANCIAL INSTRUMENTS (%)
(Continued)
(c) Interest rate risk (Continued) (c) R=EER (&)
(i)  Interest rate profile ()  FEHX
The following table details the interest TRFAVNAEERI@E AR
rate profile of the Group’s interest-bearing ETEEREOF R
borrowings at the end of the reporting
period.
2019 2018
2019 2018%F
Effective Effective
interest interest
rates Amount rates Amount
BERF= 28 ERRA = |
% RMB’000 % RMB’ 000
% AR®TR % ARETT
Fixed rate borrowings: EEMER:
Bankloans . SR{THS  240%480% 320617 - .
Variable rate borrowings: FEEM:
Bankloans ~ BOEX 3.87%-4.27% 223950 NN T NS o
Total borrowings Rt 553,567 392,538
Fixed rate borrowings TERETIE
as a percentage of Ep ot
total borrowings B 60% 0%
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e ISR

(Expressed in Renminbi unless otherwise indicated)

(BrA=BEHI -

25
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AAREIITR)

FINANCIAL RISK MANAGEMENT AND FAIR
VALUES OF FINANCIAL INSTRUMENTS

(Continued)

(c)

Interest rate risk (Continued)

(ii)

Sensitivity analysis

At 31 December 2019, it is estimated
that a general increase/decrease of
100 basis points in interest rates, with
all other variable held constant, would
have decreased/increased the Group’s
profit after taxation and retained profits
by approximately RMB2,240,000 (2018:
RMB3,925,000).

The sensitivity analysis above indicates
the instantaneous change in the Group’s
profit after tax and retained profits that
would arise assuming that the change in
interest rates had occurred at the end of
the reporting period and had been applied
to re-measure those financial instruments
held by the Group which expose the
Group to fair value interest rate risk at the
end of the reporting period. In respect of
the exposure to cash flow interest rate risk
arising from floating rate non-derivative
instruments held by the Group at the end
of the reporting period, the impact on the
Group's profit after tax and retained profits
is estimated as an annualised impact
on interest expense or income of such a
change in interest rates.

25

BHEBREEREMIANAAE

(%)

(c)

MRER (&)

(ii)

BBE T

2019412 A318 » fh&t
&g A T#H1001E
BE - META H A& SR
T8 & B8R & 5 T
AR = FI R A &
AR#2 240,0007T (2018
F : AR#¥3,025,0007T) °

P BRED T ERAEE
B R B 18 a8 1) B2 R B8 gk A1 B]
RRELMARES - EHR
RN R BB B s B R
£ AERAREHTEANE
B R B A RS HIRE A
SEEEAAEMNEERRD
ERTHE - RAKERRE
HIRFTR B S B M R IEDTAE
TREAMBRS RN XER
mE - NG ERR R &
REBNAXEETIREH
M =B BB FEEH B h
B ON:Z (LTI
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Notes to the Consolidated Financial Statements

FINANCIAL RISK MANAGEMENT AND FAIR
VALUES OF FINANCIAL INSTRUMENTS
(Continued)

(d)

Currency risk

As the Group's principal activities are carried out
in the PRC, the Group’s transactions are mainly
denominated in Renminbi, which is not freely
convertible into foreign currencies. All foreign
exchange transactions involving Renminbi must
take place through the People’s Bank of China
or other institutions authorised to buy and sell
foreign exchange. The exchange rates adopted
for the foreign exchange transactions are the
rates of exchange quoted by the People’s Bank
of China that are determined largely by supply
and demand.

The Group is exposed to currency risk primarily
give rise to cash balances that are denominated
in a foreign currency, i.e. a currency other than
the functional currency of the operations to which
the transactions relate. The currencies giving rise
to this risk are primarily Hong Kong dollars and
United States dollars.

(i) Exposure to currency risk

The following table details the Group's
and the Company’s exposure at the end
of reporting period to currency risk arising
from recognised assets or liabilities
denominated in a currency other than the
functional currency of the entity to which
they relate. For presentation purposes,
the amounts of the exposure are shown in
RMB translated using the spot rate at the
period end date. Differences resulting from
the translation of the financial statements
of foreign operations into the Group's
presentation currency are excluded.

e ISR

(Expressed in Renminbi unless otherwise indicated)

(BRBHEREBEIN - LARKEIIR)

BHEABREEREMIANAAE

(%)

(d)

B AR

HRASEENTIEXHEPEE
17 AEENRZFEEUARKER
B - MARBARBEHLERI
% o FAFRARENINEZR F 44
AEBPEARBITHEMELE
BEEINEMBBETT - INERXHK
FAEVEE X T5 e B A R RTT T R0 [E

R RERTERUERETE -

AEBEBNERRREZHRE A
SNEEHERR S G - AER S H
BELIFLEXBNNEEENE
%o slBIERRBNEEETERBE
TERIETT

() EHEYEEEE

TRANAEERAA BN
REHAMAZTHEBR
B ZEEBRKRTIE B
BERNEEENINNERE
EIENERREENKAE
MESL - RE2|MM = - AR
EEEAARESTR - WA
FHAMBNEERRE -
G B INETS 2 BE 75 3R R IR
BERASE2REBMEL
MEBEELHIR -
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e ISR

(Expressed in Renminbi unless otherwise indicated)

(BrA=BEHI -

25

AAREIITR)

(Continued)

FINANCIAL RISK MANAGEMENT AND FAIR 25 HERAKREERESRMTIANDIAE
VALUES OF FINANCIAL INSTRUMENTS (&)
(d) Currency risk (Continued) (d) E¥EK(E)
(i)  Exposure to currency risk (Continued) (i) BH YRR (&)
Exposure to foreign currencies
(expressed in Renminbi)
SN E B
(AAR¥IIR)
2019 2018
20194 20184
Hong Kong United States  Hong Kong United States
Dollars Dollars Dollars Dollars
B EY BT T
RMB’ 000 RMB’000 RMB’000 RMB'000
AR®TT ARETR ARETT ARETE
Cash and cash equivalents HekieSE
1EH 118,447 281 15,384 2,858
Loans and borrowings ERRER (433,567) - (392,538) =
Gross and net exposure ERREERE
arising from recognised fREE A R 2
assets and liabilities 1R N R (315,120) 281 (377,154) 2,858
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Notes to the Consolidated Financial Statements

FINANCIAL RISK MANAGEMENT AND FAIR
VALUES OF FINANCIAL INSTRUMENTS

(Continued)

(d) Currency risk (Continued)

(ii)

Sensitivity analysis

The following table indicates the
instantaneous change in the Group’s profit
after tax and retained profits that would
arise if foreign exchange rates to which the
Group has significant exposure at the end
of the reporting period had changed at
that date, assuming all other risk variables
remained constant.

e ISR

(Expressed in Renminbi unless otherwise indicated)

(BRBHEREBEIN - LARKEIIR)

E%E
(ii)

BHEAREEREMTIANDRE
(%)

B (&)
HBEED T

TRETRHARER RS
KA EBARRBAEREZR
ZBEMEE - WRKRHAA
Hi R 25
S B e RR B 1% ) A R AR B i
MRTBE HIR 2 IR & 8 -

2019 2018

20194 20184
Effect on Effect on
Increase  profit after Increase profit after
in foreign tax and in foreign tax and
exchange retained exchange retained
rate profit rate profit
HERB % R
BENRRE M KRB
il EXEA  RANFE
Hong Kong Dollars BT (3,151) 1% (3,772)
United States Dollars ETT 3 1% 29

Results of the analysis as presented in the
above table represent an aggregation of
the instantaneous effects on each of the
Group entities’ profit after tax measured
in the respective functional currencies,
translated into Renminbi at the exchange
rate ruling at the end of the reporting
period for presentation purposes.

ERZJNDTEREBEAR
SEERARENMEES
FTEMNRTIEEFHE A
REg TR B8R
REMARNEXTBREASAR
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(BrA=BEHI -
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AAREIITR)

FINANCIAL RISK MANAGEMENT AND FAIR
VALUES OF FINANCIAL INSTRUMENTS
(Continued)

(d)  Currency risk (Continued)

(ii)

Sensitivity analysis (Continued)

The sensitivity analysis assumes that the
change in foreign exchange rates had
been applied to re-measure those financial
instruments held by the Group which
expose the Group to foreign currency
risk at the end of the reporting period,
including inter-company payables and
receivables within the Group which are
denominated in a currency other than
the functional currencies of the lender
or the borrower. The analysis excludes
differences that would result from the
translation of the financial statements
of foreign operations into the Group’s
presentation currency.

(e) Fair value measurement

(i)

(ii)

Financial assets and liabilities measured
at fair value

At 31 December 2018 and 2019, the
Company has no significant financial
instruments accounted for using fair value
model.

Fair value of other financial assets and
liabilities carried at other than fair value

The carrying amount of the Group’s
financial instruments carried at cost or
amortised cost were not materially different
from their fair value as at 31 December
2018 and 2019.

25

BHEBREEREMIANAAE

(%)

(d)y E¥ERE (&)

(ii)

(e) 2BAR

()

(ii)

HBEZH (&)

FRED I RRE XK
ERANEFTEASERR
HAYRREHRENEE
mERINERBO SR TA
BREAERARBERATIRE
BRUINERFHENEER
) ] FE AN 3R K R MR
H e T YA BEREEI)
EBUBREEAKTEZS
EWEEZZR -

A

iTE
BARBHENEBEER
BE
R2018F K& 2019412 A 31
B ARG ESEAESHMT
BERAAARBERAALR -

oy
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Notes to the Consolidated Financial Statements
IIV-\éﬁji%ﬁ%Mj.%I

(Expressed in Renminbi unless otherwise indicated)

(BRBHEREBEIN - LARKEIIR)

CAPITAL COMMITMENTS 26 EAEE
Capital commitments outstanding as at 31 December R2019F 12 A31 HIRFELR A B TE 3R %
2019 not provided for in the consolidated financial BENRBEITEARENT

statements were as follows:

2019 2018
20194 20184
RMB’ 000 RMB’ 000

ARET T ARMETTT

Contracted for B a4 159,269 195,861
Authorised but not contracted for EHUEERFTA 304,610 298,467
Total w®E 463,879 494,328

MATERIAL RELATED PARTY TRANSACTIONS 27 ERBBMAEXRS

Key management personnel remuneration TEEEAEME
Remuneration for key management personnel of the AEBETEEEABNEE @ BEAAA
Group, including amounts paid to the Company’s directors RIEE X HRIA (M6 FT#EE) LA K
as disclosed in note 6 and certain of the highest paid MET RS HES XN RIE (W75

employees as disclosed in note 7, is as follows: BE) HHNMT -

2019 2018
20194 20184
RMB’ 000 RMB’ 000

ARET T ARBETTT

Salaries and other benefits e hEMmEF 28,503 32,307
Retirement scheme of SR TR KRG E
defined contribution 145 116
Equity settled share-based VARG HE 45 E 30 LARR 19
transactions RBERNZ S 9,776 1,795
38,424 34,218

Total remuneration is included in “staff costs” (see note B &5t AT E TAA | A (R M5E4(b)) o
4(b)).

None of the above related party transactions falls under  #4 F#lifEE X S B FHmiR B FE14AZFTRE
the definition of connected transaction or continuing HEERL FFHERELS ©

connected transaction as defined in Chapter 14A of the

Listing Rules.
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e ISR

(Expressed in Renminbi unless otherwise indicated)

(BRBHEREPI - LARKEIIR)

28 ACCOUNTING JUDGEMENT AND ESTIMATES

The key sources of estimation uncertainty and critical
accounting judgments in applying the Group’'s
accounting policies are described below.

(a) Impairments for goodwill and other intangible
assets — trademark

In considering the impairment losses that may
be required for goodwill and intangible assets —
trademark, recoverable amount of these assets
needs to be determined. The Group assesses the
recoverable amount of the Yulin CGU using the
value in use method by preparing a discounted
cash flow forecast derived from the most recent
financial forecast approved by the management
covering a five-year period. The assessment
of the recoverable amounts of the Yulin CGU
involves significant management estimation and
judgement, in particular in determining the key
assumptions adopted in the cash flow forecast,
which include future revenue, future cost of sales,
other operating expenses, and the discount rate
applied.

(b) Loss allowances for trade receivables

The Group estimates the loss allowances for
trade receivables by assessing the ECLs. This
requires the use of estimates and judgements.
ECLs are based on the Group’s historical credit
loss experience, adjusted for factors that are
specific to the debtors, and an assessment of
both the current and forecast general economic
conditions at the end of reporting period. Where
the estimation is different from the original
estimate, such difference will affect the carrying
amounts of trade receivables and thus the
impairment loss in the period in which such
estimate is changed. The Group keeps assessing
the expected credit loss of trade receivables
during their expected lives.
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e ISR

(Expressed in Renminbi unless otherwise indicated)

(BRBHEREBEIN - LARKEIIR)

COMPANY-LEVEL STATEMENT OF FINANCIAL 29 2\ 7] B H B 3R 00 &
POSITION
2019 2018
2019% 20184
Note RMB’ 000 RMB’000
ora ARET T ARETIT
Non-current assets kRBEE
Investment in subsidiaries R E AR E 14 342,444 342,444
Total non-currentassets ~ FABEE#E 342,444 342,444
Current assets REBEE
Trade and other receivables B 5 K E bl FIE 408,304 407,319
Cash and cash equivalents RekBEeEFHEIER 403,010 19,663
Total currentassets ~~~ #*BEERE 811,314 426,982
Current liabilities REEE
Loans and borrowings BER M ERK 20 433,567 147,202
Other payables H A FET FRIE 36,980 34,077
Total current liabilites =~~~ #BRfes 0000000 470,547 181,279
Netcurrentassets ===~~~ *BEEFE 340,767 245703
Total assets less current liabilities HWEERREBAEE 683,211 588,147
Non-current liabilities kRBERE
Loans and borrowings B M fERK 20 - 245,336
Net Assets EEFE 683,211 342,811
Capital and reserves EXR#E 24(a)
Share capital &7 68,033 68,782
Reserves i 615,178 274,029
Total equity ERBEE 683,211 342,811
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(Expressed in Renminbi unless otherwise indicated)

(BrA=BEHI -
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AAREIITR)

NON-ADJUSTING EVENTS AFTER THE
REPORTING PERIOD

(a)

(b)

(c)

After the end of the reporting period, the
Company repurchased 17,782,000 shares of its
own ordinary shares through the Stock Exchange
at a total consideration of approximately
HKD71,419,000 (approximately RMB63,828,000).
The shares repurchased by the Company will be
cancelled in due course.

After the end of the reporting period, the
directors proposed a final dividend. Further
details are disclosed in note 24(b).

The coronavirus outbreak since early 2020
has brought about additional uncertainties in
the Group’s operating environment and had
temporarily delayed resumption of factory
production after the Chinese New Year holiday
according to the regulations of the local
government for one or two weeks.

The Group has been closely monitoring the
impact of the developments on the Group’s
businesses and has put in place contingency
measures. These contingency measures include:
increasing our options for logistics movements;
assessing our suppliers’
with higher-risk suppliers; negotiating with

readiness and liaising

customers on delivery timetable. The Group will
keep our contingency measures under review as
the situation evolves.

As far as the Group’s businesses are concerned,
the outbreak brought negative impact to the
Group’s operation in a short-term within a
controllable range. These estimated impacts have
not been reflected in the financial information as
of 31 December 2019. The actual impacts may
differ from these estimates as situation continues
to evolve and further information may become
available.
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e ISR

(Expressed in Renminbi unless otherwise indicated)

POSSIBLE IMPACT OF AMENDMENTS, NEW 31
STANDARDS AND INTERPRETATIONS ISSUED

BUT NOT YET EFFECTIVE FOR THE YEAR

ENDED 31 DECEMBER 2019

Up to the date of issue of these financial statements,
the HKICPA has issued a number of amendments and
a new standard, HKFRS 17, Insurance contracts, which
are not yet effective for the year ended 31 December
2019 and which have not been adopted in these
financial statements. These developments include the
following which may be relevant to the Group.

(BRBHEREBEIN - LARKEIIR)

HZE2019F12A31 B L EEC B M
B RERNIERT - FEARZEN
BESE

BETEZSW B HmEAE - HEGEHAD
NEEBEMREE2019F 128318 1LF
EERESERNZEN B RRANNZ
BB R —EMRER (BT B®REEL
FA7T% - RBER) - ZFEFTRIFER
BIERREEAREEBHA T SIE o

Effective for
accounting
periods
beginning
on or after
RT3 B
AR BRIAHY
SRHBEER

Amendments to HKFRS 3, Definition of a business

BRWBMEEREIW (BRIAN) - XHFaEE

Amendments to HKAS 1 and HKAS 8, Definition of material
BERSFERFE1RMEB S ERESH (BFTR) - EXAMEE

1 January 2020
2020F1 A1 H

1 January 2020
2020F1 A1 H

The Group is in the process of making an assessment  zx = @ 1F £5 27 {24 2548 5T % 57 & B 32 9] /% FE FB 27

of what the impact of these developments is expected g3 27 4 )

TE BEBAKENER QTN

to be in the period of initial application. So far it has iy &7 & #8 BI| R A 7] 4L 45 & B TS SR R K A

concluded that the adoption of them is unlikely to &g/ .

have a significant impact on the consolidated financial
statements.
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Five-Year Financial Summary

hEMBRE
2019 2018 2017 2016 2015
20194 20184 20174 20164 20154
RMB’ 000 RMB'000 RMB’ 000 RMB’000 RMB'000
ARBTR ARETT ARBTT ARBTI AR%T:x
Revenue WA 1,728,256 1,843,973 1,660,230 1,223,488 831,108
Gross Profit E7 1,261,405 1,384,426 1,228,395 911,023 670,566
Profit before taxation T Al A 133,663 616,699 544,982 403,452 314,782
Income tax EikcL 70,541 119,208 123,162 83,795 65,093
Profit for the year FREA 63,122 497,491 421,820 319,657 249,689
Profit for the year attributable ARAERBRR
to equity shareholders JE15 F A&
of the Company 79,820 465,353 396,242 307,526 249,689
Earnings per share (expressed BREN (LR
in RMB Yuan per share) ANEETTIIR)
- basic — ER 0.09 0.54 0.46 0.32 0.25
— diluted —#E 0.09 0.53 0.46 0.32 0.25
Assets and liabilities BENEE
Non-current assets FRBEE 1,298,438 1,500,883 1,387,366 1,369,050 957,703
Current assets MEEE 2,409,648 2,396,155 2,184,651 1,390,005 960,188
Current liabilities mEaE 1,296,294 999,153 970,233 546,731 229,350
Non-current liabilities FRBEE 105,031 400,873 537,636 151,273 51,786
Net assets BETE 2,306,761 2,497,012 2,064,148 2,061,051 1,636,755
Capital and reserves EARR G
Share Capital LN 68,033 68,782 68,652 76,237 78,074
Reserves [ 1,926,051 2,088,437 1,678,036 1,684,257 1,558,681
Total equity attributable to equity AR FEZRBKR
shareholders of the Company eGR4 %8 1,994,084 2,157,219 1,746,688 1,760,494 1,636,755
Non-controlling interests R S 312,677 239,793 317,460 300,557 =
Total equity B 2,306,761 2,497,012 2,064,148 2,061,051 1,636,755

The summary above does not form part of the audited

consolidated financial statements.

AERES MEKREEZG AW BRERMAK

BB
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+— CONSUN PHARMACEUTICAL GROUP LIMITED
REsU

Headquarters in the PRC 1 EI#3B :
71, Dongpeng Avenue, Eastern section, Guangzhou Economic and Technological Development District, Guangzhou, PRC
HEEMNEMN B MFHREREREAE 71 5

Principal place of business in Hong Kong &8 EZE & 2 2

22nd Floor, World-Wide House, 19 Des Voeux Road Central, Hong Kong
EREET 19 RIRIRKAE 22 18

Liaison office in Hong Kong BB EMRARE :

Room 1102, Wing On Plaza, 62 Mody Road, Tsimshatsui, Kowloon
NEERDIEEHIE 62 SRk ZES 1102 E

Tel B3 : (86) 20-82264529 Fax {£X : (86) 20-82261886

Website #3 : www.chinaconsun.com E-mail € F## : ir@chinaconsun.com
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