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Important Notice

The Board, the Supervisory Committee and the Directors, supervisors and senior management of
the Company collectively and individually accept full responsibility for the truthfulness, accuracy and
completeness of the information contained in this interim report and confirms that there are no false
information, misleading statements or material omissions in this interim report.

Il. The Directors were present at the 22th meeting of the eighth session of the Board, among whom, Mr.
Yang Jun, vice chairperson, was unable to attend the meeting due to business reason and authorized
Ms. Cheng Ning, vice chairperson, to attend and exercise the right to vote; Mr. Wong Hin Wing, an
independent non-executive director, attended the meeting by telephone.

M. Mr. Li Chuyuan (chairperson of the Board), Ms. Liu Fei (deputy financial officer) and Ms. Wu Chuling
(deputy director of the Financial Department) declared that they warrant the truthfulness, accuracy and
completeness of the financial reports contained in this interim report.

V. After consideration, the Board did not recommend payment of interim dividends for the six months
ended 30 June 2022 and did not propose any increase in share capital from the capitalization of capital
reserve.

V. The financial reports of the Group and the Company for the Reporting Period are prepared in accordance
with the China Accounting Standards for Business Enterprises and are unaudited.

VI Forward-looking statements such as plans for the future and development strategy described in this
interim report do not constitute any actual commitment of the Company to investors. Investors are
advised to pay attention to any investment risk.

VIl.  There was no non-operational appropriation of funds of the Company by its controlling shareholder or
its connected parties.

VIIl.  The Company did not provide any external guarantee in violation of the decision-making procedures
stipulated by the Company or relevant authorities.

IX. There is no situation where more than half of the Directors cannot guarantee the truthfulness, accuracy
and completeness of this interim report disclosed by the Company.

X. Warning on Significant Risks
During the Reporting Period, there are no significant risks that have substantive and significant effect
on the production and operations of the Group. Please refer to “(A) Risk exposure” under “E. OTHER
MATTERS"” set out in the section headed “3. Management Discussion and Analysis” in this interim

report.

XI. This interim report is prepared in both English and Chinese. In the event of discrepancy in interpretation,
the Chinese version shall prevail.

Guangzhou Baiyunshan Pharmaceutical Holdings Company Limited « Interim Report 2022 1



Contents
1. DEFINITIONS o o 3
2. COMPANY PROFILE AND PRINCIPAL FINANCIAL INDICATORS . ... .o 8
3. MANAGEMENT DISCUSSION AND ANALYSIS. . ..o e 11
4. CORPORATE GOVERNANCE. . . . e 40
5. ENVIRONMENTAL AND SOCIAL RESPONSIBILITY . . . 46
6. MAJOR EVENTS . L 52
7. CHANGES IN SHARE CAPITAL AND SHAREHOLDERS . . ... ..o 82
8. RELEVANT INFORMATION ON PREFERRED SHARES. . . .. ... .. . 90
9. RELEVANT INFORMATION OF COMPANY BONDS. . ... ... 91
10. FINANCIAL REPORTS (UNAUDITED) . . .. ... 92
I The financial statements signed and stamped by the legal representative

of the Company, the responsible persons of the accounting work of the

Company and the responsible person of the accounting firm;
DOCUMENTS Il. The original corporate documents disclosed and announcements published
AVAILABLE FOR in Shanghai Securities News (_E/8:&%3R), Securities Times (75 #8557 ,
INSPECTION China Securities Journal (F Bl % %)) and Securities Daily (% H#) of

the PRC during the Reporting Period;

Il The documents listed above are available at the office of the Secretariat of
the Company.

2 Guangzhou Baiyunshan Pharmaceutical Holdings Company Limited ¢ Interim Report 2022



Definitions

In this interim report, unless the context otherwise requires, the following terms have the meanings as follows:

Company/the Company/GYBYS
PRC or China
Reporting Period

After the Reporting Period

Group

Board

Director

Supervisory Committee
Supervisor

CSRC

SSE

HKEX

Company Law
Securities Law
Articles of Association
Listing Rules of HKEX
Listing Rules of SSE

SFO

Model Code

GPHL

GPC

Guangzhou Baiyunshan Pharmaceutical Holdings Company Limited
the People’s Republic of China
the six months ended 30 June 2022

the period after the end of the Reporting Period and up to the date of
this interim report, being 1 July 2022 to 19 August 2022

the Company and its subsidiaries

the board of directors of the Company

a director of the Company

the supervisory committee of the Company

a supervisor of the company

China Securities Regulatory Commission

The Shanghai Stock Exchange

The Stock Exchange of Hong Kong Limited
Company Law of the PRC

Securities Law of the PRC

the articles of association of the Company

the Rules Governing the Listing of Securities on the HKEX
the Rules Governing the Listing of Shares on the SSE

the Securities and Futures Ordinance (Chapter 571 of the Laws of
Hong Kong)

the Model Code for Securities Transactions by Directors of Listed Issuers
under the Listing Rules of HKEX

Guangzhou Pharmaceutical Holdings Limited (/& &8 &5 E AR A 7)

Guangzhou Pharmaceutical Company Limited (&)1 222 f5% {5 B BR A 7))
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Definitions

Xing Qun

Zhong Yi

Chen Li Ji

Qi Xing

Pan Gao Shou

Jing Xiu Tang

Wang Lao Ji

Baiyunshan Han Fang

WL Great Health

GP Corp.

Cai Zhi Lin

Guangyao Baiyunshan

Hong Kong Company

Nuo Cheng

Baiyunshan

Baiyunshan General Factory

Guangzhou Baiyunshan Xing Qun Pharmaceutical Co., Ltd. (BMHEE
2B (EZ)RHBERAT)

Guangzhou Baiyunshan Zhong Yi Pharmaceutical Company Limited (&

MAZ LR —EXFRAR)

Guangzhou Baiyunshan Chen Li Ji Pharmaceutical Factory Co., Ltd. (&
MEAZILRFBEERAR AT

Guangzhou Baiyunshan Qi Xing Pharmaceutical Co., Ltd. (B/MNBEZELL
TEEXFRAA)

Guangzhou Baiyunshan Pan Gao Shou Pharmaceutical Co., Ltd. (/!
A ESSEERHDBERAT)

Guangzhou Baiyunshan Jing Xiu Tang Pharmaceutical Co., Ltd. (BN &
EHIEEBEERNHBRATF)

Guangzhou Wang Lao Ji Pharmaceutical Co., Ltd. (BN T EH 2K
MAERART])

Guangzhou Baiyunshan Han Fang Contemporary Pharmaceutical Co.,

Ltd. (BMBEELESRREZXFRAF)

Guangzhou WLJ Great Health Industry Co., Ltd. (BMEZE KEFEE
ZERRTA)

Guangzhou Pharmaceuticals Company Limited (& /N %& 25p%{n B R A

Al)

Guangzhou Cai Zhi Lin Pharmaceutical Co., Ltd. (BN ZMBEEER
AA)

Guangzhou Pharmaceutical Baiyunshan Hong Kong Company Limited

(BEPELEBARATF)

Guangzhou Nuo Cheng Biological Products Co., Ltd. (BN 34 5
mRmAERAR)

Guangzhou Baiyunshan Pharmaceutical Co., Ltd. (BN H = 1L &L 2L

BRAR)

Guangzhou Baiyunshan Pharmaceutical Holdings Co., Ltd. Baiyunshan
Pharmaceutical General Factory (B/NAZ LB HEBRNDABR AR H
EIIRELR)
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Chemical Pharmaceutical Factory

He Ji Gong

Tian Xin

Guang Hua

Ming Xing

HWBYS

Baxter Qiao Guang

WLJ Ya'an

Weiling

Chemical & Pharmaceutical
Technology Company

Guangyao General Institute

Baiyunshan Medical and Healthcare

Industry Company

Medical Instrument Investment

Company

Baiyunshan Yihu Company

Definitions

Guangzhou Baiyunshan Pharmaceutical Holdings Co., Ltd. Baiyunshan
Chemical Pharmaceutical Factory (BM B E LB LB R ARA A
AE L 2 REERR)

Guangzhou Baiyunshan Pharmaceutical Co., Ltd. Baiyunshan He Ji
Gong Pharmaceutical Factory (BMBE LB EEBERNHERAFEE
LLfr] 7 A B EE )

Guangzhou Baiyunshan Tian Xin Pharmaceutical Co., Ltd. (BMEZ1L
ROBERMHBRAT)

Guangzhou Baiyunshan Guang Hua Pharmacy Co., Ltd. (BMNBAZ 1LY
ERIBER D AR AR
Guangzhou Baiyunshan Ming Xing Pharmaceutical Co., Ltd. (BEMEZ
|LIBR RS ZEH R 2 A))

Hutchison Whampoa Guangzhou Baiyunshan Chinese Medicine
Company Limited (BE/NBE LM =HA EEGRAF)

Guangzhou Baxter Qiao Guang Pharmaceutical Co., Ltd. (BN &5
HEERRABRAT)

Wang Lao Ji Great Health Industry (Ya'an) Co., Ltd. (EE & KfEEE%
(%) BRAR])

Baiyunshan Weiling Pharmaceutical Co., Ltd. (AZILABEEERA
al)

Guangzhou Pharmaceutical Baiyunshan Chemical & Pharmaceutical
Technology (Zhuhai Henggin) Co., Ltd. (formerly known as Guangzhou
Baiyunshan Chemical & Pharmaceutical Technology Co., Ltd. (%[ E
UL BERR (BREEE) AR AR (REMNBZUMELEBERBEERA
al))

i

Guangzhou Pharmaceutical Research General Institute (/1 &8 Z&Af 55

AR AR

S

Guangzhou Baiyunshan Medical and Healthcare Industry Investment

Co., Ltd. (RMNAZBILEERZFEEXREFRAR)

Guangzhou Baiyunshan Medical Instrument Investment Co., Ltd. (&

AE I BESMIEBRAR)

Guangzhou Baiyunshan Yihu Health and Technology Company Limited
(BEMBAZ IS EBERRBERAT)
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Definitions

Baiyunshan Jianhu Company Guangzhou Baiyunshan Jianhu Medical Products Company Limited (&
MEZIREERARERLR)

Guangzhou Baiyunshan Hospital Guangzhou Baiyunshan Hospital Co., Ltd. (M A ZE L B AR A R])

Runkang Confinement Company Guangzhou Baiyunshan Runkang Confinement Service Center Co., Ltd.

(BMBELERAFERERAR)

Hua Cheng Guangzhou Hua Cheng Pharmaceutical Co., Ltd. (BIN/EMEEEBR A
Gl)

GMP the English abbreviation of Good Manufacturing Practice, and it is a
set of mandatory standards applicable to the pharmaceutical industry,
which requires the pharmaceutical companies to ensure the quality
of medicines in the production process shall conform to the national
standards in accordance with the GMP requirements

GAP the English abbreviation of Good Agricultural Practice for Chinese
Crude Drugs (Trial). It refers to the management system for the
development of this specification with a view to standardize the
Chinese crude drugs production, and to ensure its quality as well as to
promote the standardization and modernization of the Chinese crude
drugs

GSP the English abbreviation of Good Supply Practice, which means the
quality control standards for pharmaceutical trade

Essential Drug List the National Essential Drug List (BIZRE 7K %% B £) (the 2018 version),
which is the basis for medical institutions to prepare and use drugs. The
drugs in the Essential Drug List are those adapted to the basic medical
and health needs, and are featured by appropriate dosage and form as
well as reasonable price and supply and availability are guaranteed to
the public

National Medical Insurance a Catalogue of Pharmaceutical Products under the National Basic
Medical Insurance, Work-Related Injury Insurance and Maternity
Insurance of the PRC (IR EAREERE « THREFIES R ZE TR
B #%) (the 2020 version), being the national standard of drugs fees
payable for the basic medical insurance, work-related injury insurance
and maternity insurance fund
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Definitions
Provincial Medical Insurance a Catalogue of Pharmaceutical Products under the Basic Medical
Catalogue Insurance, Work-Related Injury Insurance and Maternity Insurance at

the provincial level of the PRC (EZNEZE (R - TERIEFES R %E
im B £%) issued by every province of the PRC

DRGs Payment payment according to the disease diagnosis related groups

GZ Chan Tou Guangzhou Industrial Investment and Capital Operation Holding Group

Ltd. (BINEXREEREEFRAR)

GZ Chengfa Guangzhou China Life Urban Development Industry Investment
Enterprise (Limited Partnership) (BB M EREERENCE (AR
a%))

Guangyao Fund Guangzhou Guangyao Equity Fund Investment Partnership (Limited

Partnership) (BINEHESRERESGRLE (BRERE))

The Material Assets Reorganization the Group’s major asset reorganization involving the merger and
in 2013 acquisition of Baiyunshan and issue of shares to purchase the assets of
GPHL that was completed in 2013

Three-Medicine Linkage Linkage between medical insurance system reform, health system
reform and pharmaceutical circulation system reform (B {REEHIkE
87 A BE I i B 2 o AR RS T R B )
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Company Profile and Principal Financial Indicators

A. COMPANY PROFILE

Legal Chinese Name:
Chinese Name Abbreviation:
English Name:

English Name Abbreviation:

Legal Representative:

Secretary to the Board:
Representative of securities affairs:
Address:

The historical changes of the
registered address:

Telephone:

Fax:

E-mail:

Postal code of office address:

Company website:

Company e-mail:

Principal place of business in
Hong Kong:

Stock exchanges, name and codes
of the Company’s shares:

Designated newspapers for
information disclosure:

Websites for publishing the
interim report:

Place for inspection of the
interim report:

BMNBE LB EEERNBRAR

BEAE

GUANGZHOU BAIYUNSHAN PHARMACEUTICAL HOLDINGS
COMPANY LIMITED

GYBYS

Li Chuyuan

Huang Xuezhen

Huang Ruimei

45 Sha Mian North Street, Liwan District, Guangzhou City,
Guangdong Province, the PRC

No

(020) 6628 1218/6628 1216

(020) 6628 1229
huangxz@gybys.com.cn/huangrm@gybys.com.cn
510130

http: //www.gybys.com.cn

sec@gybys.com.cn

Room 2005, 20th Floor, Tower Two Lippo Center, 89
Queensway, Hong Kong

A shares: SSE

Stock Code: 600332 Stock Abbreviation: BAIYUNSHAN

H shares: HKEX
Stock Code: 0874 Stock Abbreviation: BAIYUNSHAN PH
China Securities Journal ({F BI7& %¥k), Shanghai Securities
News (- /87&54R) Securities Times (585 4R), Securities
Daily (&% H )

http: //Awww.sse.com.cn

http: //Awww.hkex.com.hk

Office of the Secretariat of the Company
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Company Profile and Principal Financial Indicators

B. PRINCIPAL FINANCIAL DATA AND FINANCIAL INDICATORS

Changes as
The Reporting  The corresponding compared with
Period period of 2021 the corresponding
Principal financial data (Unaudited) (Unaudited)  period of 2021 (%)
Income from operations (RMB000) 37,220,451 36,128,577 3.02
Net profit attributable to the shareholders of the
Company (RMB'000) 2,589,996 2,502,381 3.50
Net profit attributable to the shareholders of the
Company after deducting non-recurring items
(RMB'000) 2,300,375 2,495,645 (7.82)
Net cash flow from operating activities (RMB'000) 1,712,214 2,184,410 (21.62)
Net cash flow from operating activities per share
(RMB/share) 1.053 1.344 (21.62)
Total profit (RMB000) 3,332,233 3,189,274 4.48
Changes as
As at As at compared with
30 June 2022 31 December 2021 31 December 2021
Principal financial data (Unaudited) (Audited) (%)
Net assets attributable to the shareholders of the
Company (RMB'000) 30,540,679 29,062,184 5.09
Total assets (RMB'000) 66,800,574 66,117,790 1.03
Equity attributable to the shareholders of the
Company per share (RMB/share) 18.79 17.88 5.09
Changes as
The Reporting  The corresponding compared with
Period period of 2021 the corresponding
Principal financial indicators (Unaudited) (Unaudited)  period of 2021 (%)
Basic earnings per share (RMB/share) 1.593 1.539 3.51
Diluted earnings per share (RMB/share) 1.593 1.539 3.51
Basic earnings per share after deducting 1.415 1.535 (7.82)
non-recurring items (RMB/share)
Ratio of weighted average return on net assets (%) 8.53 9.13  Adecrease of 0.60
percentage point
Ratio of weighted average return on net assets after 7.58 9.11  Adecrease of 1.53

deducting non-recurring items (%,

Note:  The above financial data and indicators are computed based on consolidated financial statements.

percentage point

DESCRIPTION OF PRINCIPAL FINANCIAL DATA AND FINANCIAL INDICATORS OF THE COMPANY

[J Applicable v Not applicable
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Company Profile and Principal Financial Indicators

C. DIFFERENCES IN ACCOUNTING DATA UNDER DOMESTIC AND FOREIGN ACCOUNTING
STANDARDS

[J Applicable v Not applicable

D. NON-RECURRING ITEMS AND THEIR AMOUNTS

Items Amount Note (if applicable)
(RMB'000)

Profit or loss from disposal of non-current assets (871)

Government grants included in the profit or loss for the 319,786  This represents the amount of
current period except for the government grants that government grants received
are closely related to enterprise’s normal business and by the Company and its
are enjoyed by the Company continuously in quota subsidiaries, including WLJ
or by the quantity of unified national standards in Great Health and Guangzhou
accordance with the national policy Wang Lao Ji Lychee Industry

Development Co., Ltd., which
were transferred to non-
operating income and other
gains in the period.
Except for effective hedging business related to normal

business of the Company, profit or loss from change

of fair value from trading financial assets, derivative

financial assets, trading financial liabilities and derivative

financial liabilities, and investment income from disposal

of trading financial assets, derivative financial assets,

trading financial liabilities, derivative financial liabilities

and other debt instruments 19,057
Reverse of provision for impairment of receivables under

individual impairment test 18,012
Other non-operating income and expenses except for the

above-mentioned items 1,126
Less: Amount of income tax influence (61,623)
Amount of minority equity impact (after tax) (5,866)
Total 289,621

Explanations of the non-recurring profit and loss items listing in Explanatory Notice on Information
Disclosure of Publicly Issued Securities Company No. 1--Non-Recurring Profit and Loss classified as
recurring profit and loss items
[J Applicable v Not applicable

E. OTHERS

[J Applicable v Not applicable
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Management Discussion and Analysis

A. DESCRIPTION OF THE GROUP’S PRINCIPAL BUSINESS AND INDUSTRY SITUATION DURING
THE REPORTING PERIOD

(A) Main business and products

The Company is in the pharmaceutical manufacturing industry. Since its establishment,
the Company has been committed to the medical and healthcare industry. After years of
development, the Company has continued to grow in terms of both its scale and efficiency.
Currently, the Group is principally engaged in: (1) the research and development, manufacturing
and sales of Chinese patent medicine, western medicine, chemical raw materials, natural
medicine, biological medicine and chemical raw materials intermediates; (2) the wholesale, retail
and import and export business of Western medicine, Chinese medicine and medical equipment;
(3) the research and development, production and sales of Great Health products; and (4) the
health industry investment in medical services, health management, health maintenance and
elderly care etc.

1. Great Southern TCM (pharmaceutical manufacturing business)

The Great Southern TCM has 28 subsidiary medical manufacturing enterprises and
organizations (including 3 branch companies, 22 holding subsidiaries and 3 joint ventures).
The above enterprises and organizations engage in the research and development,
manufacturing and sales of Chinese patent medicine, western medicine, chemical raw
materials, chemical raw materials intermediates, biomedicine, and natural medicine, etc..

(1) The Group is an epitome of the southern TCM. The Company has 12 Time-Honored
Chinese Brand pharmaceutical enterprises, such as Zhong Yi, Chen Li Ji, Qi Xing,
Jing Xiu Tang, Pan Gao Shou, etc., among which, 10 of them are century old Time-
Honored enterprises. A total of 323 varieties of the Group and its joint ventures
were included in the Medical Insurance Catalogue, 331 varieties were included in
the Provincial Medical Insurance Catalogue, and 143 varieties were included in the
Essential Drug List. Main Chinese medicine products include Xiao Ke Pill, Zi Shen Yu
Tai Pill, Xiao Chai Hu Granules, Ban Lan Gen Granules series, Nao Xin Qing Tablets
series, Compound Danshen Tablets series, Huo Tuo Zai Zao Pill, Bao Ji series, Xia
Sang Ju Granule, Shu Jin Jian Yao Pill, Zhuang Yao Jian Shen Pill, Xiao Er Qi Xing
tea granule, An Gong Niu Huang Pill, Qing Kai Ling series and Mi Lian Chuan Bei
Pi Pa Goo etc.. The Group has clear advantages in brand and variety in proprietary
Chinese medicines in southern China and even countrywide.
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Management Discussion and Analysis

A. DESCRIPTION OF THE GROUP’S PRINCIPAL BUSINESS AND INDUSTRY SITUATION DURING
THE REPORTING PERIOD (Continued)

(A) Main business and products (Continued)
1. Great Southern TCM (pharmaceutical manufacturing business) (Continued)

(2)  The Group has a complete antibiotic production chain ranging from raw material
medicine to preparation, manufacturing products covering commonly used
antibiotic varieties as well as male medicine. The Group integrated the antibiotic
brands with the famous trademark “Kang Zhi Ba”, striving to create a market
image as the number one brand of antibacterial and anti-inflammatory oral
medication. The Group’s chemical medicine includes Sildenafil Citrate (“Jin Ge” as
product name), Cefixime series, Cefuroxime sodium for injection, Amoxicillin, Aspirin
Powder series, Amoxicillin clavulanate potassium etc..

2. Great Health

The Great Health of the Group is mainly involved in the production, research and
development and sales of beverage, food, healthcare product, etc., which is operated
primarily by the subsidiaries of the Company, WL Great Health and Wang Lao Ji; the Great
Health's main products include Wang Lao Ji Herbal Tea, Ci Ning Ji series, lozenges, tortoise
herb jelly etc.. Wang Lao Ji Herbal Tea has a relatively strong advantage in terms of brand
value and product competitiveness, and accounts for a comparatively large market share of
the herbal tea industry in China.

3. Great Commerce (Pharmaceutical distribution business)

The Great Commerce of the Group mainly engaged in the business of pharmaceutical
distribution, including the wholesale, retail, and import and export of pharmaceutical
products, medical equipment and healthcare products, etc.. Its main enterprises include
the subsidiaries of the Company namely GP Corp. and Cai Zhi Lin, etc.. As a leading
pharmaceutical logistics Company in southern China and a core enterprise of the Great
Commerce of the Group, GP Corp. mainly engages in the pharmaceutical wholesale and
retail business. Cai Zhi Lin leverages its advantages in the field of TCM to develop the
businesses of production and sales of Chinese herbal medicine and TCM decoction-piece
products.
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Management Discussion and Analysis

A. DESCRIPTION OF THE GROUP’S PRINCIPAL BUSINESS AND INDUSTRY SITUATION DURING
THE REPORTING PERIOD (Continued)

(A) Main business and products (Continued)
4, Great Medical Care

The Great Medical Care is at the stage of development and investment expansion. The
Group leveraged on Baiyunshan Medical and Healthcare Industry Company and Medical
Instrument Investment Company as the main investment vehicles and used various means,
including new establishment, joint venture and co-operation to focus on the development
of three areas, namely medical services, TCM health maintenance and modern elderly care,
as well as the medical device industry.

Currently, we have invested/held equity interest in a number of projects including
Guangzhou Baiyunshan Hospital, Runkang Confinement Company, Guangzhou
Zhongcheng Medical Device Industry Development Co., Ltd. (&M Rk B8 & 24 = 5 3
‘RABMRAF]), Baiyunshan Yihu Company and Baiyunshan Jianhu Company. Runkang
Confinement Company was opened and operated. Baiyunshan Yihu Company and
Biyunshan Jianhu Company primarily engage in the production of protective products such
as masks and protective gowns.
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Management Discussion and Analysis

A. DESCRIPTION OF THE GROUP’S PRINCIPAL BUSINESS AND INDUSTRY SITUATION DURING
THE REPORTING PERIOD (Continued)

(B) Current circumstances of the development of the industry

The pharmaceutical industry constitutes an important part of the national economy of China.
Following the improvement of people’s living standards and the accelerated aging of the
population, the demand for healthcare is constantly growing, and the pharmaceutical industry is
receiving increasing attention and occupies an important position in the national economy.

The general trend for the future development of the pharmaceutical industry is clear. The aging
of the population, urbanization, increasing health awareness and the growing prevalence of
chronic diseases have contributed to the continued growth in the demand for pharmaceuticals,
increasing the proportion of healthcare expenditure and leading to a continuous expansion of
the pharmaceutical and health industry. Benefiting from the successive implementation of the
policies relating to the pharmaceutical industry, and the superposition effect of such policies, the
emergence of the pharmaceutical industry has rebounded, demonstrating an obvious momentum
of high-quality development and positive prospects of the industry.

In 2022, the pharmaceutical industry is facing a more complex external environment. The impact
of the COVID-19 coronavirus epidemic (“the COVID-19 epidemic”) is difficult to eliminate in
the short term, and there are many new changes in the domestic and international situation.
Domestic consumption is sluggish, and the growth rate of manufacturing investment is under
pressure of slowing down. Reform measures such as the adjustment of medical insurance
catalogue and centralized volume-based procurement have entered the stages of normalization
and institutionalization. The pressure on the growth of the domestic market mainly comes from
increasing medical insurance expenses, greater efforts on cost control, and price adjustments of
generic drugs and high-value consumables. Moreover, the rising costs of raw materials, energy
and labour, and the changes in the financing environment of the capital market for innovative
drugs, will also bring challenges to the development of enterprises.

However, the development of the pharmaceutical industry has both challenges and opportunities.
In general, China's pharmaceutical industry will still be in a period of important strategic
opportunities in the coming future. The building of a healthy China, a strong manufacturing
nation and the national support for the development of the biopharmaceutical industry will help
to gain the support of more policy resources for developing the pharmaceutical industry, while
innovation, transformation and improvement of manufacturing level are still the directions for
pharmaceutical enterprises to work on.

From January to June 2022, the operating revenue of national pharmaceutical manufacturing
enterprises above designated size in the PRC reached RMB1,400.78 billion, representing a year-
on-year decrease of 0.6%, and the total profit reached RMB220.95 billion, representing a year-
on-year decrease of 27.6%. The operating revenue of national liquor, beverage and refined tea
manufacturing enterprises above designated size reached RMB856.56 billion, representing a year-
on-year increase of 7.4%, and the total profit reached RMB182.25 billion, representing a year-on-
year increase of 21%. (Data source: the website of the National Bureau of Statistics).
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Management Discussion and Analysis

A. DESCRIPTION OF THE GROUP’S PRINCIPAL BUSINESS AND INDUSTRY SITUATION DURING
THE REPORTING PERIOD (Continued)

(@] Periodic characteristics

Amongst the Group’s principal business, the Great Commerce of the Group has no obvious
periodic features. Seasonal illness, like the flu, has a higher risk of morbidity during specific
seasons, and spreads quickly after its outbreak, which may result in an increase in the demand of
medicines which prevent and treat diseases of this kind. Resulting from such influence, the sales
of some medical products under the Great Southern TCM demonstrate certain periodicity. The
Great Health has certain seasonality as demand for its main product, namely Wang Lao Ji herbal
tea, relates to the weather. For example, the sales will increase when it is hot. In addition, as the
Group explored the sales channels of the gift market for major festivals, the sales of Wang Lao Ji
herbal tea has, as a result, increased during major festivals.

(D) Position of the Company in the Industry

The Group is one of the largest pharmaceutical conglomerates in the PRC. After years of high-
quality development and consolidation, the Group has basically established an entire industrial
chain layout of the biomedical healthcare industry, forming four business segments of Great
Southern TCM, Great Health, Great Commerce and Great Medical Care. Wang Lao Ji, a core
brand of the Great Health of the Company, has been ranking the first in the ranking list of herbal
tea brands under the China Brand Power Index for six consecutive years, maintaining the leading
position in the herbal tea industry. In June 2022, Guangzhou Pharmaceutical Pharmacy Co., Ltd.,
a wholly-owned subsidiary of GP Corp., was listed on the top 100 retailers of pharmaceutical
distribution business in 2021 issued by the China Association of Pharmaceutical Commerce.

(E) The main performance driving factors
During the Reporting Period, the Group’s revenue amounted to RMB37,220,451,000,
representing an increase of 3.02% compared with the corresponding period last year. For details

of reasons for changes, please refer to the relevant informational in “C. Discussion and Analysis
of Operations” of this chapter.
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Management Discussion and Analysis

B. ANALYSIS ON CORE COMPETITIVENESS DURING THE REPORTING PERIOD
\ Applicable [ Not applicable
The Group’s core competitiveness is principally demonstrated in the following aspects:
1. The Group possesses rich product and brand resources:

) Products: the Group has formed complete series in areas such as diabetes, cardiovascular
and cerebrovascular diseases, anti-bacteria and anti-infection, cooling and detox,
parenteral nutrition, coughing relief, bone-setting and pain relief, rheumatism and bone
pain, gynaecological and paediatric medication, and nurturing and health. The Group
has more than 40 forms and more than 2,000 specifications, as well as over 90 exclusive
products.

(2) Brands: the Group has trademarks of 10 nationally renowned brands, 22 renowned
brands in Guangdong Province and 27 renowned brands in Guangzhou City. Among
them, the brand awareness and reputation of “Wang Lao Ji” and “Baiyuanshan” have
greater impact and appealing powers among consumers in the country, and both are
one of the most valuable pharmaceutical brands in the country. After completion of the
Material Assets Reorganization in 2013 and non-public offering of A shares in 2015, the
Group promoted the grand brand strategy on the basis of integrating brand resources,
implementing the changes in brand marketing model from developing individual brands
to grouping brands under one umbrella with collective strategy, and gradually developing
four business segments with unique characteristics, namely, Great Southern TCM, Great
Health, Great Commerce and Great Medical Care. The Group has radiated its brand value
from traditional medical products to new Great Health products.

2. The Group has long history in Chinese traditional medicine and cultural soft power. It has 12 long
lasting enterprises in the Chinese pharmaceutical industry, among which Chen Li Ji, Zhong Yi, Pan
Gao Shou, Jing Xiu Tang, Cai zhi Lin, Wang Lao Ji, Xing Qun, Qi Xing, Ming Xing and Guang Hua
have been established for over a hundred years. Also, the Group has 6 items which have been
admitted as national Intangible Cultural Heritage, namely Xia Sang Ju (£%%)) of Xing Qun, Da
Shen Kou Yan Qing (K8 [ %47&) of Baiyuanshan, Wang Lao Ji Herbal Tea, the traditional Chinese
medicine culture of each of Chen Li Ji and Pan Gao Shou as well as the “Production Technology
of Bao Zi Tang Bao Ying Dan” (fRIZZRLEZFTEAERE) of Zhong Yi. The Group had established
the Chen Li Ji Museum (FRZEZEE9)5E), “Chen Li Ji Health Preservation Research Institute” (FRZ=
PR ESAMZEPT), “Lingnan Experience Centre of Chinese Medicine Culture” (28 1 88 %2
{LBEBREE), “Shen Nong Cottage” (f#EE %), Cai Zhi Lin Museum GRGEMEYER) and “Wang
Lao Ji” Herbal Tea Museum. It also had established a number of platforms for the promotion of
culture to demonstrate the long history and splendid culture of Chinese medicine and to rebuild
the famous brands of Chinese medicine.
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Management Discussion and Analysis

B. ANALYSIS ON CORE COMPETITIVENESS DURING THE REPORTING PERIOD (Continued)

3. The Group has a relatively complete production chain system. Through the internal and external
forward integration and backward integration, the existing major pharmaceutical assets of the
Group have formed a thorough raw materials, research and development, production, circulation
and terminal production chain. In respect of the supply of Chinese herbs, the Group and its joint
ventures have nearly 70 GAP herbs bases nationwide and established a centralized procurement
platform for raw and auxiliary materials, which effectively ensure the quality and supply of
Chinese herbs and control the production costs. In respect of research and development of
products, the Group continues to build a comprehensive technological innovation system. The
Group has built an extensive collaborative network with renowned scientific research institutions,
both domestic and abroad, formulated a professional think tank which employs Nobel prize
winners and renowned scholars to create a synergy effect between both sides for highly effective
utilization of favourable resources from various parties, promoting development through the
support of technology.

4. The Group has a relatively large-scale pharmaceutical wholesale distribution and delivery
network and a broad and stable customer base in China, and the Company is one of the first
pharmaceutical trading enterprises in Guangdong Province that obtained the GSP certificate.
The Group has also established the largest pharmaceutical terminal retail network and medicine
logistics center in southern China. With the advantages of its strong market position and
marketing network, the Group has established a long-term and reliable business relationship with
tens of thousands of customers in more than 30 provinces, cities and autonomous regions across
the country, including medium and-large-sized hospitals, pharmaceutical wholesalers, distributors
and retailers. The Group also has the industry’s leading digital integration and operation
informatisation management system. GP Corp., a subsidiary of the Company, was in the first
batch of enterprises in the country which passed the assessment of the digital integration and
operation informatisation management system.

5. The Group has a technological innovation system which is improving on a continuous basis.
The Group has been strengthening the construction of platforms and improving its scientific
research innovation system for many years. As at the date of this report, the Group and its joint
ventures have 5 state level research and development institutions, 1 national level corporate
technical center, 2 postdoctoral workstations, 17 provincial level corporate technical centers,
18 provincial level engineering technical centers, 5 provincial level key laboratories, 1 provincial
level engineering laboratory, 14 municipal level corporate technical centers, 15 municipal level
engineering technical research and development centers, and 6 municipal level key laboratories.
The Group possesses core technology which occupies leading position in the nation on research
and development of Chinese medicine and Chinese NHPs, Chinese medicine engineering
technology including automatic control and online testing, Chinese preparation medicine,
supercritical CO2 extraction, reversal extraction, separation of macroporous resin adsorption,
quality control for finger printing of Chinese medicine, synthesis and technology of cephalosporins
antibiotic APIs, sterile powder production technology and preparation agent technology.
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Management Discussion and Analysis

B. ANALYSIS ON CORE COMPETITIVENESS DURING THE REPORTING PERIOD (Continued)

6. The Group has a forward-thinking, high quality, reasonably structured and extremely innovative
team of talents. In recent years, the Group has insisted on attracting talents with competitive
work environment and remuneration package, nurturing them with its excellent corporate
culture and motivating them with promising corporate visions, created positive atmosphere
by respecting talents, knowledge and creation, stimulated creativity and innovativeness and
setting up businesses of talents, built a business platform and led creative and high-quality
development. Currently, the Group has a strong high level talent team with 3 Nobel Prize winners,
1 Guangdong innovation group, domestic double hired academicians, 23 state-level Chinese
medicine experts, 7 foreign academicians, 4 State Council Special Allowance experts in-service, 29
professor-level experts and nearly a hundred doctors and post doctors.

There is no significant change in the Group’s core competitiveness during the Reporting Period.

C. DISCUSSION AND ANALYSIS OF OPERATIONS

During the Reporting Period, the Group adhered to the general basic principle of “seeking progress while
maintaining stability”, continued to strengthen the marketing innovation and market promotion efforts
for each business segment, and conscientiously carried out the prevention and control of pandemic and
coordinated the development of the enterprise, and strived to overcome the effects brought by such
factors as the COVID-19 epidemic, and achieved stable development in operating results during the
Reporting Period.

In the first half of 2022, the Group recorded an income from operation of RMB37,220,451,000,
representing an increase of 3.02% year on year; total profit of RMB3,332,233,000, representing
an increase of 4.48% vyear on year; and net profit attributable to shareholders of the Company of
RMB2,589,996,000, representing an increase of 3.50% year on year.
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Management Discussion and Analysis

C. DISCUSSION AND ANALYSIS OF OPERATIONS (Continued)
During the Reporting Period, major activities actively promoted by the Group include:

(1) Adhering to in-depth cultivation and consolidating the business of the Greater Southern TCM.
During the Reporting Period, the Greater Southern TCM seized opportunities to develop the
market, actively promoted the transformation of marketing model; vigorously promoted the
concept of “Fashionable Chinese medicine” and through methods such as developing star-
rated products and tapping the potential of second-tier echelon products, to drive the rapid
growth of a batch of key products; continued to enhance the brand influence of Baiyunshan by
focusing resources, actively promoting the Group’s time-honored brand revitalization project, and
constantly enhancing the brand and product awareness.

(1 Adhering to the principle of “one core with multi-elements” and strengthening and optimizing
the businesses of the Great Health. Taking the “Ji” culture of Wang Lao Ji as the starting point,
the Great Health carried out multi-scenario and multi-field marketing coverage through the
development of custom-made cans such as “surname + totem” and “Auspicious National
College Entrance Examination”. A new lychee beverage with sea salt “Li Xiao Ji” was launched,
forming a lucky combination of three treasures, namely “Wang Lao Ji”, “Ci Ning Ji”, “Li Xiao
Ji”, and increasing the awareness of new products in the market. Meanwhile, in line with the
new trend of online consumption, the promotion efforts on major e-commerce platforms such
as Tmall were increased. Riding on the breakthrough trend in E-commerce, continuing to carry
out marketing for all members, and strengthening the efforts for development of new products
and cultivation of markets. During the Reporting Period, Guangyao Wanglaoji Guangdong Lychee
(Maoming) Industrial Park, the largest lychee beverage production base in China, was invested
and completed, filling the gap in domestic lychee processing technology.

() Accelerating network expansion, deepening and enlivening the business of the Great Commerce.
During the Reporting Period, GP Corp., the Company’s subsidiary, cooperated with upstream
and downstream resources to vigorously expand the distribution network of medical institutions
at all levels and develop new customers continuously. Great efforts were used to develop
e-commerce business, the Guangzhou City Intelligent Pharmacy went online in B2C business,
a fully automation system of medicine picking and sorting was introduced and the businesses
of prescription for chronic disease and outflow hospital prescription were developed; 10 retail
pharmacies have obtained the medical insurance dual-channel qualification; the Baiyun Logistics
Park project (Phase I) significantly increased its storage capacity, and the preparation work for the
Phase Il project was progressing steadily. In the first half of 2022, GP Corp. also successfully won
the bid for the procurement qualification of pandemic prevention materials for the International
Health Post (Phase I) in 2022.
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Management Discussion and Analysis

C. DISCUSSION AND ANALYSIS OF OPERATIONS (Continued)

(IV)  Strengthening business development, expanding and refining the business of the Great Medical.
During the Reporting Period, Guangzhou Baiyunshan Hospital continued to strengthen the
construction of disciplines and added a number of secondary subjects such as the Department of
Orthopedics and Traumatology of Traditional Chinese Medicine, the Department of Cardiovascular
Medicine and the Department of Children’s Health, so as to enhance the comprehensive strength
of the hospital. With the professional support of Guangzhou Baiyunshan Hospital and Southern
Medical University Nan Fang Hospital, Runkang Confinement Company quickly established its
brand name. Baiyunshan Jianhu Company has obtained a medical device production license and
has the qualification for the production of masks and protective clothings.

(V) Increasing investment in scientific research, strengthening the construction of scientific research
platform, and accelerating the progress of scientific research informatization project. The
Ganoderma lucidum scientific research and innovation project of the Company’s subsidiary
Baiyunshan Han Fang won the International Invention Gold Award in Geneva; the clinical trial of
BYS10 tablets independently developed by Baiyunshan General Factory was officially approved
by the U.S. Food and Drug Administration (FDA) in U.S.; Zhong Yi obtained the GMP certification
from the Australian Therapeutic Goods Administration. During the Reporting Period, one new
product of the Group passed the consistency evaluation of quality and efficacy of generic drugs,
the Company was recognized by the Enterprise and Technology Centre of Guangdong Province,
and the "Post-doctorate Innovative Implementation Base” of Zhong Yi was successfully certified
as a scientific research platform of municipal level. In the first half of 2022, the Group's total
research and development expenses amounted to RMB441 million, representing a year-on-year
increase of 14.36%.

(VI)  Strengthening the establishment of quality system and safety production system, and continuously
advancing the establishment of pharmacovigilance system. During the Reporting Period, the
Group completed the review of two standardized technological transformation projects to further
strengthen product quality management; continued to promote the establishment of the Group’s
pharmacovigilance system for the prevention and control of drug safety risks; and promoted
the application of the Health, Safety and Environment Management System (Phase I) within the
Group to establish the intelligent system of “safety production big data”.
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Management Discussion and Analysis

C. DISCUSSION AND ANALYSIS OF OPERATIONS (Continued)

(VIl)  Investing in the establishment of an industrial equity investment fund to enhance capital operation
capabilities. In the first half of 2022, the Company subscribed for 99.9% of Guangyao Fund with
its own capital of RMB999 million. Guangyao Fund completed the filing of private investment
fund in July 2022. In addition, both Guangzhou State-owned Assets Mixed Ownership Reform
Phase Il Equity Investment Fund Partnership (Limited Partnership) (/I Bl & ek — HRRR i 15 & &
SHEBLE(BRA)) and Guangzhou Time Honored Revitalization Fund Partnership (Limited
Partnership) (BN EZFRREESEELE(BRE)), of which the Company participated in
the establishment, completed the filing of private investment funds.

(VII)  Promoting the initiatives of strengthening enterprise by talents, optimizing the talent structure,
continuously deepening the reform of professional managers, and initiating the reform of the
second batch of professional managers of enterprises.

(IX)  Constantly strengthening the normalized management of internal control and risk control,
launching the integrated and collaborative model of risk review and carrying out a number
of special audits for major risks to further enhance the Group’s s integrated capability in early
warning, monitoring, prevention and control of risks.

Significant changes to the operations of the Company during the Reporting Period and matters with
significant effects on the operations of the Company incurred during the Reporting Period and expected

to have significant effects in future.

[J Applicable  + Not applicable
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D.

Guangzhou Baiyunshan Pharmaceutical Holdings Company Limited ¢ Interim Report 2022

PRINCIPAL OPERATIONS DURING THE REPORTING PERIOD

(A)

Analysis of principal operations

1.

Analysis of changes in related subjects of financial statements

Items

Revenue
Including: income from principal
operations
Cost of sales
Including: cost from principal
operations
Selling and distribution expenses
General and administrative expenses
Financial expenses et "
Research and development expenses
Net cash flow from operating activities
Net cash flow from investing
activities o2
Net cash flow from financing activities
Other income (ote3)
Investment income o€
Gains from changes in fair value (Mt
Impairment losses in respect
of credit (nete®
Impairment losses in respect
of assets (ot
Gains on disposal of assets "8
Non-operating expenses (9

The
Reporting
Period
(RMB'000)

37,220,451

37,083,607
29,515,379

29,490,095
3,185,948
1,067,965

(129,434)
441,319
1,712,214

(2,630,427)
1,094,509
319,247
55,356
(952)

(20,540)
(1,339

555
9,370

The
corresponding
period of 2021

(RMB’000)

36,128,577

36,007,775
28,597,774

28,569,535
3,000,359
970,031
(73,535)
385,897
2,184,410

(278,015)
1,297,153
78,151
137,598
(6,219)

(36,977)
(13,152)

124
67,697

Increase/
(Decrease)
over the
corresponding
period of 2021
(%)

3.02

2.99
3.21

3.22
6.19
10.10
(76.02)
14.36
(21.62)

(846.15)
(15.62)
308.50
(59.77)
84.69

44.45
89.82

347.60
(86.16)



Management Discussion and Analysis

D.  PRINCIPAL OPERATIONS DURING THE REPORTING PERIOD (Continued)
(A) Analysis of principal operations (Continued)

1. Analysis of changes in related subjects of financial statements (Continued)

Notes:

(1) Financial expenses decreased year-on-year due to the year-on-year increase in interest income from
deposits of the Company and its subsidiaries.

(2) Net cash flow generated from investing activities decreased year-on-year due to: D the increase in
purchases of fixed bank deposits and large-denomination certificates of bank deposits during the
Reporting Period by the subsidiaries of the Company to increase the revenue from funds; @ less cash
dividends were received by the Company and its subsidiaries year-on-year.

(3) Other income increased year-on-year due to an increase in government grants recognized by the
subsidiaries of the Company year-on-year.

(4) Investment income decreased year-on-year due to: (D a decrease in long-term equity investment income
under equity method of the Company and its subsidiaries year-on-year; @ a year-on-year decrease in the
amount of this item resulting from an increase in asset-backed securities (“ABS") business of GP Corp., a
holding subsidiary of the Company.

(5) Gains from changes in fair value increased year-on-year due to the increase in fair value of financial assets
held by the Company at the end of the Reporting Period.

(6) Impairment losses in respect of credit increased year-on-year due to the reversal of part of the separate
provision for bad debt of account receivables by the subsidiaries of the Company during the Reporting
Period.

(7) Impairment losses in respect of assets increased year-on-year due to the decrease in the provision for
decline in value of inventories made by the subsidiaries of the Company.

(8) Gains on disposal of assets increased year-on-year due to the increase in the gains recognized from
disposal of assets by the subsidiaries of the Company year-on-year.

9) Non-operating expenses decreased year-on-year due to a decrease in non-operating expenses recognized

by the subsidiaries of the Company year-on-year.
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Management Discussion and Analysis

D. PRINCIPAL OPERATIONS DURING THE REPORTING PERIOD (Continued)
(A) Analysis of principal operations (Continued)
2. Analysis on industry, product and regional operation result

(1) Results of principal operations by industry and by products during the Reporting

Period
Results of principal operations by industry
Income from principal Cost of principal Profit margin of principal
operations operations operations
Increase/ Increase/
(Decrease) (Decrease) Increase/(Decrease)
Income from over the Cost of overthe  Profitmargin  over the
principal  corresponding principal  coresponding  of principal  corresponding
Operations operations  period of 2021 operations  period of 2021 operations  period of 2021
(RMB000) (%) (A8 0%9) %) (%) (percentage poiny)

Great Southern TCM 5,955,016 (170 3,071,546 813 4842 Anincrease of 361
percentage points

(reat Health 6,521,431 (15 3,552,050 38 4553 Adecrease of 268
percentage points

(reat Commerce 24,355,440 4% 22,6%,979 447 697 Anincrease of 043
percentage points

Other Poe 251,720 7932 209520 7862 1676 Anincrease of 0.32
percentage poinis

Total 37,083,607 299 29,490,095 3 2048 Adecrease of 0.18
percentage points
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Management Discussion and Analysis

D. PRINCIPAL OPERATIONS DURING THE REPORTING PERIOD (Continued)
(A) Analysis of principal operations (Continued)
2. Analysis on industry, product and regional operation result (Continued)

(1) Results of principal operations by industry and by products during the Reporting

Period (Continued)
Results of principal operations by products
Results of principal operations Cost of principal Profit margin of principal
by products operations operations
Increase/ Increase/
Income from (Decrease) Cost of (Decrease)  Profit margin  Increase/(Decrease)
principal  over the same prinipal  overthesame  of principal  over the same
Types of products operations period of 2021 operations  period of 2021 operations  period of 2021
RMB000) (%) (VB0 %) (%) (bercentage poiny)
Chinese patent medicne 305329 571 1,731,801 636 5328 Adeceaseof03]
percentage points
Chemical medicine 2901722 B4 1339765 (2189 383 Annoeseof 192
percentage points
Total of Great Southern TCM 5,955,016 (1.70) 3,011,546 (8.13) 4842 Anincrease of 361
percentage points
Note:

The significant increase in the income from and the cost of principal operations of the other segments was
mainly attributable to: the year-on-year increase in the number of outpatient visits at the hospital of the
Company and the sales of medical equipments such as epidemic prevention supplies during the Reporting
Period.
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Management Discussion and Analysis

D. PRINCIPAL OPERATIONS DURING THE REPORTING PERIOD (Continued)
(A) Analysis of principal operations (Continued)
2. Analysis on industry, product and regional operation result (Continued)

2) The regional sales of the Group’s operations during the Reporting Period are as

follows:

Increase/

(Decrease)

Income from over the

principal corresponding

Regions operations period of 2021
(RMB'000) (%)

Southern China 28,215,675 3.78
Eastern China 3,139,818 (5.73)
Northern China 1,511,544 (6.03)

North-Eastern China 308,732 0.31

South-Western China 2,858,335 14.97
North-Western China 1,040,918 (3.31)
Exports 8,585 (20.99)

Total 37,083,607 2.99
3. Detailed description of the major changes in the principal operations, profit

composition or profit sources of the Company during the Reporting Period
1 Applicable ' Not applicable
(B) Description of significant changes in profit resulting from non-principal operations

1 Applicable V' Not applicable
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Management Discussion and Analysis

D. PRINCIPAL OPERATIONS DURING THE REPORTING PERIOD (Continued)
(C)  Analysis on financial conditions
1. Liquidity

As at 30 June 2022, the current ratio of the Group was 1.71 (31 December 2021: 1.64),
and its quick ratio was 1.44 (31 December 2021: 1.31). During the Reporting Period,
accounts receivable turnover was 60.94 in days, representing an increase of 0.26 day as
compared with 31 December 2021; inventory turnover was 57.27 in days, representing a
decrease of 8.43 days as compared with 31 December 2021.

2. Financial resources

As at 30 June 2022, cash and cash equivalents of the Group amounted to
RMB21,194,890,000 (31 December 2021: RMB21,013,364,000), of which approximately
99.45% and 0.55% were denominated in Renminbi and foreign currencies such as Hong
Kong dollar, respectively.

As at 30 June 2022, the Group had bank borrowings of RMB10,180,555,000
(31 December 2021: RMB9,180,820,000) including short-term borrowings of
RMB8,899,263,000 (31 December 2021: RMB8,428,008,000), and long-term borrowings
of RMB1,250,620,000 (31 December 2021: RMB752,812,000), non-current liabilities
expiring within one year of RMB30,672,000 (31 December 2021: RMBO).

3. Capital structure

As at 30 June 2022, the Group's current liabilities amounted to RMB30,677,951,000 (31
December 2021: RMB32,253,851,000), representing a decrease of 4.89% as compared to
the beginning of 2022, and its long-term liabilities were RMB3,163,826,000 (31 December
2021: RMB2,537,270,000), with an increase of 24.69% as compared to the beginning of
2022. Shareholders’ equity attributable to the shareholders of the Company amounted
to RMB30,540,679,000 (31 December 2021: RMB29,062,184,000), with an increase of
5.09% as compared to the beginning of 2022.

4, Capital expenditure

The Group expects the capital expenditure for 2022 to be approximately RMB2.218 billion
among which the expenditure in the first half of 2022 amounted to RMB0.62 billion (in the
first half of 2021: RMBO0.483 billion), which would be mainly applied to the construction
of production bases, upgrade of equipment and set-up of information system, etc.. The
Group will raise funds to meet the capital requirements of capital expenditure by resorting
to its internal funds, bank loans, etc..
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Management Discussion and Analysis

D. PRINCIPAL OPERATIONS DURING THE REPORTING PERIOD (Continued)

(C)  Analysis on financial conditions (Continued)

5. Description of assets and liabilities
Increase/
(Decrease) as
Asat % ofthe Asat % ofthe compared to
30 June total 31 December total 31 December
Item 2022 assets 2021 assets 2021 Reasons for changes
(RMB000) (%) (RMB000) (%) (%)
Financial assets held 50,669 0.08 - 0.00 100.00  During the Reporting
for trading Period, the contingent
consideration related
to performance pledge
between GP Corp., a
holding subsidiary of the
Company, and its non-
controlling shareholders
was changed from “other
non-current financial
assets” to this item for
presentation.
Current portion of 109,089 0.16 - 0.00 100.00  During the Reporting Period,
non-current assets [arge-denomination
certificates of deposit held
to maturity by subsidiaries
of the Company with a
maturing period of less than
one year were changed

from "debt investment” to
this item for presentation.
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Management Discussion and Analysis

D. PRINCIPAL OPERATIONS DURING THE REPORTING PERIOD (Continued)
(C)  Analysis on financial conditions (Continued)

5. Description of assets and liabilities (Continued)

Increase/
(Decrease) as
Asat % ofthe Asat % ofthe compared to
30 June total 31 December total 31 December
Item 2022 assets 2021 assets 2021 Reasons for changes
(RMB'000) (%) (RMB'000) (%) (%)

Other current assets 1,499,986 2.25 827458 1.25 81.28 (1) During the Reporting
Period, the purchase
of large-denomination
certificates of deposit held
to maturity by subsidiaries
of the Company with a
maturing period of less than
one year; (2) a decrease
in deductible input tax for
WU Great Health, a wholly-
owned subsidiary of the
Company.

Other non-current 1,008,790 151 574,278 087 7566 (1) During the Reporting

financial assets Period, the purchase

of large-denomination
certificates of deposit held
for resale by subsidiaries
of the Company with
maturity of more than one
year; (2) the contingent
consideration related
to performance pledge
between GP Corp., a
holding subsidiary of the
Company, and its non-
controlling shareholders
was changed from this item
to "financial assets held for
trading" for presentation.
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Management Discussion and Analysis

D. PRINCIPAL OPERATIONS DURING THE REPORTING PERIOD (Continued)
(C)  Analysis on financial conditions (Continued)
5. Description of assets and liabilities (Continued)

Increase/
(Decrease) as
Asat % ofthe Asat % ofthe compared to
30 June total 31 December total 31 December
Item 2022 assets 2021 assets 2021 Reasons for changes
(RMB'000) (%) (RMB'000) (%) (%)

Development 15,331 0.02 10,567 0.02 4507 There was an increase
expenditure in expenses for the
development stage of
intangible assets incurred
by the Company and its
subsidiaries.

(56.69) (1) There was an increase in
advanced payments for sale
of goods received by WU
Great Health, a wholly-
owned subsidiary of the
Company, at the end of
2027 in preparation for
Spring Festival. The goods
were delivered and realized
sales during the Reporting
Period and resulted in a
decrease in the balances
of advanced payments for
sale of goods; (2) there was
adecrease in advanced
payments for sale of goods
in other subsidiaries of the
Company when compared
with the end of last year.

Taxes payables 538,123 081 233,497 035 13046 There was an increase in the

amount of outstanding
payable corporate income
tax and value-added tax of
subsidiaries of the Company
when compared with the
end of last year.

I~

Contract liabilities 1,186,803 178 2,740,338 4,

30 Guangzhou Baiyunshan Pharmaceutical Holdings Company Limited « Interim Report 2022



Management Discussion and Analysis

D. PRINCIPAL OPERATIONS DURING THE REPORTING PERIOD (Continued)

(C)  Analysis on financial conditions (Continued)

5. Description of assets and liabilities (Continued)
Increase/
(Decrease) as
Asat % ofthe Asat % ofthe compared to
30 June total 31 December total 31 December
Item 2022 assets 2021 assets 2021 Reasons for changes
(RMB000) (%) (RMB000) (%) (%)
Other current 740,224 1.1 346,060 052 11390 (1) GP Corp., a holding
liabilities subsidiary of the Company,
issted RMBGOO million
of super short-term
commercial paper; (2)
there was a decrease in
the taxes to be written off
in the advance payments
to be received from
Customers within one year
of the subsidiaries of the
Company.
Long-term 1,250,620 187 752,812 114 66.13  There was an increase in bank
borrowing borrowings by subsidiaries
of the Company.
QOther (1211 (0.02) (17,476) (0.03) 3070  There was an increase in
comprehensive the amount of exchange
income rate differences arising

from translation of foreign
currencies by subsidiaries of
the Company.
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D. PRINCIPAL OPERATIONS DURING THE REPORTING PERIOD (Continued)
(C)  Analysis on financial conditions (Continued)

6. Exposure to fluctuations in exchange rates
As the majority of the revenue, expenses, assets and liabilities of the Group are
denominated or settled in Renminbi, the Group did not have significant risks in exposure
to fluctuations in exchange rates.

7. Contingent liabilities
As at 30 June 2022, the Group had no material contingent liabilities.

8. Charge on the Group's assets
As at 30 June 2022, Guangyao Baiyunshan Hong Kong Company, a subsidiary of the
Company, acquired the overdraft amounting to HKD300,000, letter of credit and 90
days credit in the total amount of HKD100,000,000 as well as unexpired letter of credit
of HKD350,000 and USD166,000 from Bank of China (Hong Kong) Co., Ltd., secured
by fixed assets and buildings with an original value amounting to HKD8,893,000 and
net value amounting to HKD3,683,000 and investment properties with an original value
amounting to HKD6,843,000 and net value amounting to HKD3,496,000.

0. Bank loans, overdraft and other borrowings
As at 30 June 2022, the bank loans of the Group amounted to RMB10,180,555,000 (31
December 2021: RMB9,180,820,000), with an increase of RMB999,735,000 as compared
to the beginning of 2022. The above bank loans included short-term borrowings of
RMB8,899,263,000, long-term borrowings of RMB1,250,620,000 and non-current
liabilities expiring within one year of RMB30,672,000.

10. Gearing ratio

As at 30 June 2022, the Group's gearing ratio (total liabilities/total assets X 100%) was
50.66% (31 December 2021: 52.62%).

11.  Material investment

As at 30 June 2022, the Group had no other material investment.
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Management Discussion and Analysis

D. PRINCIPAL OPERATIONS DURING THE REPORTING PERIOD (Continued)
(C)  Analysis on financial conditions (Continued)
12. Overseas assets
\ Applicable [ Not applicable
(1) Asset size
Including: Foreign assets of RMB218,433,000, represent 0.33% of total assets.
(2)  Description of overseas assets accounting for a higher proportion
[ Applicable ' Not applicable
13.  Major assets subject to restrictions as at the end of the Reporting Period
1 Applicable ' Not applicable
(D) Issues and difficulties in operations and plans for the second half of 2022

In the first half of 2022, the global economic growth slowed down significantly. The frequent
spread of COVID-19 epidemic in China brought instability to economic operation. Affected by
the policy environment of the pharmaceutical industry, the pharmaceutical industry accelerated
its transformation and upgrading amidst the changes. On one hand, with the acceleration of
centralized volume-based procurement, the normalized adjustment of the medical insurance
catalogue, the continuous implementation of a series of regulatory policies by the country
such as comprehensive strengthening of the development of drug regulatory capacity, and
the impact of COVID-19 epidemic and other social factors, pharmaceutical enterprises were
required to further reduce costs and increase efficiency, strengthen research and development
and enhance competitiveness, bringing certain challenges to pharmaceutical enterprises. On
the other hand, the country promulgated policies to vigorously support the development of the
biopharmaceutical and health industry, especially to support and promote the inheritance and
innovation of traditional Chinese medicine, at the same time creating important opportunities for
the pharmaceutical and health industry.
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Management Discussion and Analysis

D. PRINCIPAL OPERATIONS DURING THE REPORTING PERIOD (Continued)
(D) Issues and difficulties in operations and plans for the second half of 2022 (Continued)
In the second half of 2022, the Group will focus on advancing the following works:

1. We will promote the solid and all-round development of the Great Southern TCM
and lay a solid foundation. We will strive to reduce costs and increase efficiency,
deepen the integration of resources such as sales, procurement and production, seize
the expansion opportunities of the medical insurance catalogue, and strengthen the
support and cultivation of “Diva brands”. We will seize opportunities, actively promote
the transformation of marketing model sales. We will strengthen the protection and
inheritance of time-honored brands, and further stimulate the innovation and vitality of
time-honored enterprises and expand the featured health business.

2. We will expand and optimize the business of the Great Health to achieve innovative
development. We will seize the peak sales season, with the spread of “Ji culture” as the
core, strongly promote the sales of “Wang Lao Ji”, “Ci Ning Ji”, “Li Xiao Ji" and other
products of the Ji series, deepened the deployment of omni-channel and increase the sales
volume of products. We will strengthen the market expansion of lozenges, tortoise herb
jelly, coconut juice and other potential products, create new growth points.

3. We will deepen and enliven the Great Commerce and promote service transformation.
Adhering to the two-wheel drive of wholesale and retail, on one hand, we will improve the
B2B platform and actively increase market share; and on the other hand, we will accelerate
the development of retail outlets, continue to fill the market space in the province, and
constantly strive for the qualification of “dual-channel” pharmacy of medical insurance
and special drug pharmacy certification to seize the opportunity of prescription outflow.

4. We will develop the business of the Great Medical Care in terms of both size and
professionalism to build its brand influence. We will strive to strengthen the standardized
management and informatization construction of Guangzhou Baiyunshan Hospital, build
the brand of “Baiyunshan Runkang” confinement service center, and accelerate the
construction of Baiyunshan Traditional Chinese Medicine Hospital.

5. We will continue to increase investment, focus on innovation, leverage the Group’s
advantages in scientific research, carry out research on key and core technologies in the
pharmaceutical process, and actively explore the establishment of innovation consortium
to enhance research and development capabilities.

6. We will solidly advance the reform of professional managers in the second batch of
enterprises, implement the strategy of strengthening the enterprise by talents, and
promote the quality and efficiency of corporate management. We will continue to
strengthen fundamental management and risk control, and enhance the Group's
integrated capability in early warning, monitoring, prevention and control of risks.
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Management Discussion and Analysis

D. PRINCIPAL OPERATIONS DURING THE REPORTING PERIOD (Continued)
(E)  Analysis on investment
1. Overall analysis on foreign equity investment
\ Applicable [ Not applicable
As at the end of the Reporting Period, the foreign equity investment of the Group
amounted to RMB1,628,037,000, representing an increase of RMB65,158,000 as
compared to 31 December 2021, mainly due to the Group’s recognition of the investment
income of the joint ventures and associates under the equity method, which led to an
increase in long-term equity investment.
(1) Significant equity investment
[J Applicable v Not applicable
(2)  Significant non-equity investment
[J Applicable v Not applicable
(3)  Financial assets evaluating at fair value

\ Applicable [ Not applicable

@  Financial assets held for trading

As at As at 31

Item 30 June 2022 December 2021

(RMB’000) (RMB’'000)

Financial assets measured at FVTPL 50,669 -
Including: Equity instrument

investments - -

Others 50,669 -

Total 50,669 -
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Management Discussion and Analysis

D. PRINCIPAL OPERATIONS DURING THE REPORTING PERIOD (Continued)
(E)  Analysis on investment (Continued)
1. Overall analysis on foreign equity investment (Continued)
(3)  Financial assets evaluating at fair value (Continued)

@ Other equity instrument investments

As at As at 31
Item 30 June 2022 December 2021
(RMB’000) (RMB'000)
Sino-Israel Bio-industry
Investment Fund 107,334 105,295
South China Center for innovative
Pharmaceuticals Co., Ltd. 10,000 10,000
Guangzhou Nanxi
Pharmaceutical Co., Ltd. 7,678 7,678
Yilin Bio-industry Co., Ltd 464 449
Total 125,476 123,422
@  Other Non-Current Financial Assets
As at As at 31
Item 30 June 2022 December 2021
(RMB’000) (RMB'000)
Classification of financial assets
which are measured at fair
value and changes of which
are included in the current
profit and loss 1,008,790 574,278
Including: Investment in debt
instruments 504,000 4,000
Equity instrument
investment 504,790 506,810
Others - 63,468
Total 1,008,790 574,278
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Management Discussion and Analysis

D. PRINCIPAL OPERATIONS DURING THE REPORTING PERIOD (Continued)
(E)  Analysis on investment (Continued)
1. Overall analysis on foreign equity investment (Continued)
(3)  Financial assets evaluating at fair value (Continued)
Including: Stocks investments
Number of % of stock
sharesheld  Book value investment

asatthe  asatthe  asatthe  Gain/(loss)
Theinitial endofthe endofthe endofthe  during the

Stock amountof  Reporting  Reporting  Reporting  Reporting
Number Type of Stock Code Stock name investment Period Period Period Period
(RIB'000) (share)  (RMB'000) (%) (RMB'000)
1 Ashare of SSE 600664 Harbin Pharmaceutical 3,705 376,103 1132 086 (203)
Group
2 A share of Shenzhen Stock 000950 C.Q. Pharmaceutical 150,145 25,992,330 129,962 99.14 (910)
Exchange Holding

Other stock investments held as at the end of the Reporting Period -
Gainf(loss) of stock investments sold during the Reporting Period -

Total 153,850 26,368,433 131,094 100.00 (1113)

(F) Significant asset and equity disposal

1 Applicable V' Not applicable
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Management Discussion and Analysis

D. PRINCIPAL OPERATIONS DURING THE REPORTING PERIOD (Continued)
(G) Analysis of main subsidiaries and investee companies of the Company

\ Applicable [ Not applicable

Equity
directly Incomefrom Profit from
Name of Business nature Business nature Registered ~ heldbythe principal principal
enterprise OF SEIVices  Or servies capital ~ Company  operations  operations  Totalassets  Netassets  Netprofit

(A8 000 %) R8O RMBO0Y  RVBODD)  RMBUGY  (RUBUO0Y)

WU Great Health ~ Manufacturing ~ Production and sales 900,000.00 100 590257 2652699 11165907 8205459 1247337
of pre-packaged
food, dairy
products, etc
GP Corp. Pharmaceutical — Wholesale and retail  2,449,305.50 T4 40363 1526809 28999239 6,099,816 295,269
business business

During the Reporting Period, except in relation to WLJ Great Health and GP Gorp., as mentioned
in the above table, the Company did not derive any net profit from any single subsidiary or and
investment income from any investee company which had an impact of 10% or more on the net
profit of the Group.

During the Reporting Period, the Group did not have other business operation activity having
significant impact on the net profit.

(H) Circumstance of structured subjects controlled by the company

[J Applicable v Not applicable
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Management Discussion and Analysis

E. OTHER MATTERS
(A) Risk exposure
\ Applicable [ Not applicable

In 2022, in the context of the increasingly close “Three-Medicine Linkage”, centralized
procurement of pharmaceuticals by the State has been normalized, which led to the expansion
of product types of generic drugs included in centralized procurement and significant decrease
in medicines prices, and put further pressure on the generic drug business; the continuous
promotion of payment mode by disease and the improvement of the monitoring and assessment
system of rational use of drug will further reduce the use of drugs in medical institutions; cost
control of medical insurance become strict, the implementation and promotion of a series of new
policies, such as the National Medical Insurance and the DRGs Payment model is beneficial for
cost-effective generic drugs and innovative drugs, pharmaceutical market is in drastic change,
and creation and transformation, industry integration and business model transformation are
inevitable, which have also brought challenges to the Group’s traditional business development.

As the COVID-19 epidemic continues to spread globally, it may still seriously challenge the social
and economic development of the world and bring uncertainties to the production and operations
of the Group. And the extent of the impact brought by the epidemic depends on the progress
and duration of the control and prevention of the epidemic, and the implementation of policies
of control and prevention in different places towards the epidemic. The Group will pay attention
to the development of the COVID-19 epidemic continuously, evaluate and actively respond to its
influence on the financial conditions and operation results of the Group.

(B)  Other disclosures
[J Applicable v Not applicable
F. DEVELOPED/DISPOSED PROPERTIES
According to the requirements of rule 23 of Appendix 16 to the Listing Rules of HKEX, the Company did

not have any investment properties the assets ratio, consideration ratio, profits ratio and revenue ratio of
which exceeded 5% during the Reporting Period.
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Corporate Governance

A. INFORMATION ON GENERAL MEETINGS OF SHAREHOLDERS

Index on the designated
Date of the website for publication Date of publication
Session meeting of the resolution of the resolutions Resolutions
The Annual General 26 May 2022 http: /Awww.sse.com.cn 27 May 2022 (SSE), All the resolutions of the
Meeting for year 2021 http: //www.hkex.com.hk 26 May 2022 (HKEX) shareholders’ meeting were

deliberated and passed.
Please refer to the relevant
announcements published
on the designated websites
for the particulars.

Holders of preferred shares with restored voting rights request for convening extraordinary
general meetings

[0 Applicable v Not applicable
Explanation in respect of the general meetings of shareholders
[J Applicable v Not applicable

B. INFORMATION ON THE CHANGES OF DIRECTORS, SUPERVISORS AND SENIOR
MANAGEMENT PERSONNEL OF THE COMPANY

VApplicable [INot applicable

Explanation on the changes of Directors, Supervisors and senior management of the Company
\ Applicable  [J Not applicable

In accordance with Rule 13.51(B)(1) of the Listing Rules of HKEX, the details of the changes in
information of Directors and Supervisors after the publication of the annual report for the year ended 31

December 2021 are set out below:

Name of Directors Details of the changes

Cheng Ning served as the Chairperson of Guangzhou Guangyao Capital Private Fund
Management Co., Ltd. in January 2022.
Li Hong served as the Director of Guangyao Baiyunshan Hong Kong Company in May

2018; ceased to be a member of the Party Committee of GPHL in January 2022.
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Corporate Governance

C. PLAN FOR PROFIT DISTRIBUTION AND INCREASE IN SHARE CAPITAL FROM CAPITAL
RESERVE

The Board of the Company did not recommend the payment of an interim dividend for the six months
ended 30 June 2022 or any increase in share capital by transfer from capital reserve.

Profit distribution scheme, plan on increase in share capital by transfer from capital reserve prepared for
the half year

Any distribution or transfer No
Number of bonus shares to be distributed for every ten shares (shares)

Amount of dividends to be distributed for every ten shares (RMB) (inclusive of tax)

Number of shares to be transferred into share capital for every ten shares (shares)

Explanation on profit distribution or increase in share capital by transfer

from capital reserve /

D. EQUITY INCENTIVE PLAN, EMPLOYEE STOCK OWNERSHIP PLAN OR OTHER EMPLOYEE
INCENTIVE MEASURES AND THEIR IMPACTS

(A) Matters on equity incentives already disclosed in temporary announcements and where
there was no progress or change in subsequent implementation

[J Applicable V' Not applicable

(B) Matters on equity incentives which had not been disclosed in temporary announcement
or where there was progress in subsequent implementation

Equity incentive

[J Applicable v Not applicable
Others

[J Applicable v Not applicable
Employee stock ownership plan
[J Applicable v Not applicable
Other incentive

[J Applicable v Not applicable
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Corporate Governance

E. MODEL CODE FOR SECURITIES TRANSACTIONS BY DIRECTORS AND SUPERVISORS

The Company adopted the Model Code and “Measures for the Administration of Trading Shares of the
Company by directors, supervisors and senior management” as stipulated by the Company as the codes
and criteria for securities transactions by the Directors and Supervisors. After making specific inquiry with
all the Directors and Supervisors, the Company confirmed that its Directors and Supervisors had fully
complied with the standards relating to directors’ and supervisors' dealing in securities as set out in the
above codes and criteria during the Reporting Period.

F. CORPORATE GOVERNANCE

The Company has been strictly complying with the Company Law, the Securities Law, Corporate
Governance Guidelines for the Listed Companies (2018 revision), related laws and regulations of
the CSRC and the Listing Rules of SSE and the Listing Rules of HKEX to continuously improve the
management structure and regulate the operations of the Company.

As at the end of the Reporting Period, the corporate governance of the Company was in compliance
with the standardized operation requirements of listed companies, and there were no material
discrepancies against the requirements of CSRC.

During the Reporting Period, the Company complied with the Corporate Governance Code as set out in
Appendix 14 to the Listing Rules of HKEX (“CG Code") except that Ms. Liu Juyan, an executive director,
was unable to attend the 2021 annual general meeting due to business reason which constituted a
deviation from code provision C.1.6 in Part 2 of the CG Code.

The Board will keep monitoring and reviewing the Company’s corporate governance practices to ensure
compliance with the provisions of the CG Code.

The Group is committed to: (1) the research and development, manufacturing and sales of
pharmaceutical products and great health products; (2) wholesale, retail, import and export of Western
and Chinese pharmaceutical products and medical apparatus; and (3) investment in the health industry
such as medical service, health management, health preservation and elderly care, etc., and adopted
relatively flexible business model and strategies and prudent risk and capital management structure. The
Group is committed to strengthening the internal control publicity and guidance and the establishment
of systems related to the internal control, and established a relatively standardized internal control
management and risk prevention system; formulated the strategic objectives and detailed work plans
and measures of the Group, so as to ensure the accomplishment of the strategic objectives.

The review of the business and financial position of the Company for the Reporting Period is set out in
section 3 which is entitled “Management Discussion and Analysis” in this interim report.
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Corporate Governance

F. CORPORATE GOVERNANCE (Continued)

During the Reporting Period, the corporate governance related work performed by the Company
included:

(A)  The Company performed review on its internal control and fulfillment of social obligations for the
year ended 31 December 2021 pursuant to the requirements of the Notice on Proper Preparation
of the 2021 Annual Report by Listed Companies issued by the SSE, and the Self-assessment
Report on Internal Control for 2021 and the Report on Performance of Social Responsibilities for
2021 were prepared accordingly, which were disclosed after being duly considered and approved
at the 19th meeting of the eighth session of the Board of the Company held on 18 March 2022.

(B) According to the Guidelines for the Articles of Association of Listed Companies (revised in
2022) issued by the CSRC, the Listing Rules of SSE, Self-regulatory Guidelines No. 1 for Listed
Companies — Standard Operation and other relevant laws and regulations, and based on the
actual conditions of the Company, the Company revised relevant provisions of the Articles of
Association. The above revisions were disclosed after being duly considered and approved at the
19th meeting of the eighth session of the Board of the Company held on 18 March 2022 and
were considered and approved at the 2021 annual general meeting held on 26 May 2022.

(C)  In order to further standardize the internal organs and operating procedures of the Board of
Directors and the Supervisory Committee, in accordance with the Company Law, the Code
of Corporate Governance of Listed Companies, the Articles of Association and other relevant
regulations, the Company has revised relevant provisions of the Rules of Procedure of the Annual
General Meeting of Shareholders, the Rules of Procedure of the Board of Directors and the Rules
of Procedure of the Supervisory Committee. The above revisions were disclosed after being duly
considered and approved at the 19th meeting of the eighth session of the Board of the Company
held on 18 March 2022 and were considered and approved at the 2021 annual general meeting
held on 26 May 2022.

(D)  In order to further improve the corporate governance structure and fully leverage the positive
contributions of the independent directors, in accordance with the requirements of the Company
Law, the Code of Corporate Governance of Listed Companies, the Rules for Independent
Directors of Listed Companies, the Listing Rules of SSE, the Listing Rules of HKEX and the Articles
of Association, the Company has revised relevant provisions of the Independent Directors System.
The above revisions were disclosed after being duly considered and approved at the 19th meeting
of the eighth session of the Board of the Company held on 18 March 2022 and were considered
and approved at the 2021 annual general meeting held on 26 May 2022.
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Corporate Governance

F. CORPORATE GOVERNANCE (Continued)

(E) In order to regulate the management and use of proceeds of the Company, in accordance with
the Company Law, the Securities Law, the Supervisory Guidelines No. 2 for Listed Companies —
Supervisory Requirements for Management and Use of Proceeds of Listed Companies, the Listing
Rules of SSE, the Self-regulatory Guidelines No. 1 for Listed Companies — Standard Operation
on the Shanghai Stock Exchange, the Articles of Association and other relevant regulations, the
Company has revised relevant provisions of the Measures for the Management of Proceeds. The
above revisions were disclosed after being duly considered and approved at the 20th meeting of
the eighth session of the Board of the Company held on 26 April 2022.

(F) In order to further strengthen the effective regulation of the Company’s fund transactions,
prevent the controlling shareholders, actual controller and other related parties from occupying
the Company’s funds, so as to safeguard the legitimate rights and interests of investors, in
accordance with the requirements of the Company Law, the Code of Corporate Governance
of Listed Companies, the Opinions of the State Council on Further Improving the Quality of
Listed Companies, the Guidelines for the Supervision of Listed Companies No. 8 -Regulatory
Requirements for Fund Transactions and External Guarantees of Listed Companies and the Articles
of Association, the Company has revised relevant provisions of the Administrative Measures on
Preventing Capital Occupation by the Controlling Shareholders and the Related Parties. The above
revisions were disclosed after being duly considered and approved at the 20th meeting of the
eighth session of the Board of the Company held on 26 April 2022.

(G) In order to safeguard the legitimate rights and interests of the Company and all shareholders
and ensure that the Company’s disclosable transactions and connected transactions comply
with the principles of fairness, impartiality and openness, in accordance with the Company
Law, the Securities Law, Accounting Standards for Business Enterprises No. 36 — Disclosure of
Related Parties, the Listing Rules of SSE, the Listing Rules of HKEX, the Articles of Association and
other relevant regulations, the Company has revised relevant provisions of the Requirements on
Strengthening the Monitoring and Management of Disclosable and Connected Transactions ({4
IS8R ZE T 1% 52 52 5 I Bl () &Z S B ERE IR )R TE ) ). The above revisions were disclosed
after being duly considered and approved at the 20th meeting of the eighth session of the Board
of the Company held on 26 April 2022.
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Corporate Governance

F. CORPORATE GOVERNANCE (Continued)

(H)  During the Reporting Period, the Company firmly focused on the building of the “Audit Risk
Control 1234" targets to enhance the risk prevention capability and reduce the operational and
management risks of the enterprise. It mainly carried out the following work:

(1)  Conducting tour inspections and audits on subsidiaries with the focus on the
implementation of major decision-making measures, the compliance of key business
links, the prevention and resolution of major risks, and the disposal and rectification of
businesses with greater potential risks.

(2) Launching the integration and coordination work between risks and audit by carrying out
eight major risk special audits and launching a number of term-end accountability audit
projects to ensure the legal compliance of the enterprise operations.

(3) Building a risk control supervision platform, establishing an “business-audit integration”
information platform integrating finance, operation, procurement, capital, intellectual
property, properties and other business information systems, integrating the major
three supervision sectors, namely, audit, inspection and risk control, and carrying out
comprehensive control from six dimensions: business supervision, sector supervision,
enterprise supervision, contract supervision, process supervision and business intelligence
analysis.

(4)  Sorting out the rules and standards of each business segment, clarifying the organizational
structure, responsibilities and authorities, forming a standardized risk control management
mechanism so as to improve the risk prevention capability of each enterprise.

(5) Continuously facilitating overall risk management on key enterprises, significant contracts
and account receivables, regularly tracking the operation of key enterprises and follow-
up analysis on trade receivables with risks, organizing review on significant economic
contracts and annual risk appraisal.

G. THE AUDIT COMMITTEE OF THE EIGHTH SESSION OF THE BOARD COMPRISED FOUR
INDEPENDENT NON-EXECUTIVE DIRECTORS AND ONE OF THEM POSSESSED ACCOUNTING
PROFESSIONAL QUALIFICATION. THE AUDIT COMMITTEE HAD REVIEWED THE GROUP’S
ACCOUNTING PRINCIPLES, ACCOUNTING STANDARDS AND METHOD AS WELL AS
DISCUSSED THE AUDIT AFFAIRS, RISK MANAGEMENT, INTERNAL CONTROLS AND
FINANCIAL REPORTING WITH THE MANAGEMENT, INCLUDING REVIEWING THE UNAUDITED
INTERIM REPORT FOR THE SIX MONTHS ENDED 30 JUNE 2022. THE AUDIT COMMITTEE
HAD NO DISAGREEMENT WITH ACCOUNTING TREATMENT ADOPTED BY THE COMPANY.

Guangzhou Baiyunshan Pharmaceutical Holdings Company Limited « Interim Report 2022 45



Environmental and Social Responsibility

A. ENVIRONMENTAL INFORMATION

(A) Description of information on environmental protection in respect of those companies
and their subsidiaries which are key pollutant-discharging entities as revealed by the
environmental protection departments
\ Applicable [ Not applicable
1. Information on sewage disposal

Chemical Pharmaceutical Factory, a branch of the Company and the subsidiaries of the
Company, WLJ Ya'an and Weiling were key pollutant discharging units, the key items of
waste emission being monitored were exhaust gas and wastewater.
Names of major Annual
pollutants and Number of average Implementation Total
characteristic ~~ Emission emission  Distribution of emission of pollutant emission annual Approved  Excessive
Company name ~ pollutants mode ports  emission ports concentration standards emissions ~ total emissions  emissions
mghr) (mglr) (ton) (ton)
Chemical Sufurdioxide ~~ Intermittently f No. 78 Tongbao Road, 4 "Integrated Emission Standard 00069 - None
Pharmaceutical Tonghe Street, Baiyun for Alr Pollutants”, <50
Factory District, Guangzhou Ctt,
Guangdong, Province, the
PRC
Nirogen oddes  Intermittently I No.78Tongbao Road, 1007 “Integrated Emission Standard 0.1798 - None
Tonghe Street, Baiyun for A Pollutants", <200
Disrict, Guangzhou City,
Guangdong, Province, the
PRC
Particulate matter ~ Intermittently 5 No.78Tongbao Road, 092 "Integrated Emission Standard 0041 - None
(smoke dust) Tonghe Street, Baiyun for Alr Pollutants”, <30
District, Guangzhou Ctt,
Guangdong, Province, the
PRC
TotalVOCs Intermittently 6 No.78Tongbao Road, 397 "Integrated Emission Standard 00014 - None
Tonghe Street, Baiyun of Air Pollutants", <120
District, Guangzhou City,
Guangdong, Province, the
PRC
WU Ya'an (oD Discharge after f No. 1 Deguang Road, Ya'an 1250 “Inteqrated Wastewater 025 - None
freatment Economic Development Zong, Discharge Standard
Sichuan Province, the PRC (I class criteria)"
Weiing (oD Discharge after 1 No. 36, Huancheng East 65.80 "Integrated Wastewater 110 460 None
freatment Road, Heshan Community, Discharge Standard
Hepo Street, Jiext County, (I class criteria)"
Guangdong Province
Note:  VOCs refer to volatile organic compounds, COD refers to Chemical Oxygen Demand.
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Environmental and Social Responsibility

A. ENVIRONMENTAL INFORMATION (Continued)

(A) Description of information on environmental protection in respect of those companies
and their subsidiaries which are key pollutant-discharging entities as revealed by the
environmental protection departments (Continued)

2. Construction and operation of pollution prevention and control facilities
\ Applicable [ Not applicable

Through various pollution preventive facilities and measures, Chemical Pharmaceutical
Factory, WLJ Ya’an and Weiling ensured that the emission of exhaust gas did not exceed
the permitted limit and strictly observed the relevant requirements under the “Integrated
Emission Standard for Air Pollutants” and “Integrated Wastewater Discharge Standard
(class Il criteria)”. Details of the pollution preventive facilities and measures undertaken
by Chemical Pharmaceutical Factory, WLJ Ya'an and Weiling and their implementations
(exhaust gas) are as follows:

Pollution Average daily
Company name  Name of pollution preventing facllty  Putintousedate  category Technique processing capacity
)
Chemical Sewage treatment faclity tal gas 20180201 Odor,VOCs~ Washing+biofter 3,895
Phamaceutical ~treatment system DAODS (64)
Factory 202 production exhaust gas treatment  2007.10.01 Particulate matter, ~ Bag-type dust collectingt ye 3,612
facilty DAO1O (74) VOGs spray+ activated carbon adsorption
205 cephalosporin sterlle APs 2009.06.01 063 Condensation+ absorber recovery 360
production exhaust gas treatment
facilty DAOOA (54
203 oral APIs production exhaust gas~~ 2014.10.01 VOCs, suffuricacid - Condensations+ fye spray 114
treatment faciity DAOO3 (94 mist
205 oral cephalosporin APls production ~ 2016.01.20 VOGs, Lye spray+ photo catalytc oxidation 2,519
acidic organic gas treatment facity Hydrochloride
DAOOT (114)
205 0ral cephalosporin APls production ~ 2016.01.20 Particulate matter  Celulose fiter cylinder fitration 5,350
dust and exhaust gas treatment facliy
DAQO2 (104)
203 oral raw medcine production dust ~ 2014.10.01 Partculate matter ~ Cellulose fiter clinder filration 4870
and waste qas treatment faciity
DAO0Y (3¢
205 cephalosporin sterlle raw medicine ~ 2009.06.01 Partculate matter ~ Celulose fiter cinder ftration 7205
production dust treatment faciity
DAQO7(24)
VOCs treatment ystem 018.11.2 063 Dichloromethane: water spray + L2 T-HPs 3000: 2200
(dichloromethane; acetone and resin adsorption method Acetone and
ethanol treatmen) ethanol: closed absorption through
water circulation + Water spray +
biosorption
WU Ya'an Sewage Treatment Station 2015.09.01 (0D, ammonia~ AJO Process 40
Company nitrogen
Welng Sewage Treatment Station 2016.06.07 COD, ammonia ~ A/0 Process 0
Nitrogen
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Environmental and Social Responsibility

A. ENVIRONMENTAL INFORMATION (Continued)

(A) Description of information on environmental protection in respect of those companies
and their subsidiaries which are key pollutant-discharging entities as revealed by the
environmental protection departments (Continued)

3. Assessment of impact of construction projects on environment and other
administrative licenses for environmental protection

\ Applicable [0 Not applicable

The design, construction and trial run of plants, new projects and reconstruction and
expansion projects of each key sewage-discharging entity of the Company went through
the environmental impact assessment and the environmental protection completion
inspection in strict compliance with relevant laws and regulations. The environmental
protection facilities of supporting construction should be designed, constructed and put
into trial operation at the same time as the main project.

During the Reporting Period, the environmental protection facilities were running smoothly,
ensuring the legal discharge of water, air and sound and standardized management of
hazardous waste.

4. Environmental emergency response plan
\ Applicable 1 Not applicable

Each key sewage-discharging entity of the Company devised the “Environmental
Emergency Response Plan” in accordance with the standard specifications and organized
drills of the environmental emergency response and rescue plan on its own.

5. Environmental self-monitoring program
\ Applicable 1 Not applicable

Each key sewage-discharging entity of the Company prepared the Environmental Self-
monitoring Program and strictly conducted routine monitoring according to the self-
monitoring program and disclosed information to external parties. Meanwhile, such
entities entered into the Environmental Monitoring Technology and Service Contract with
qualified third-party monitoring authorities, which are entrusted to conduct a third-party
test of the sewage, exhaust gas and noise discharged by each plant in accordance with
environmental protection and administration requirements and provide a test report.
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Environmental and Social Responsibility

A. ENVIRONMENTAL INFORMATION (Continued)

(A) Description of information on environmental protection in respect of those companies
and their subsidiaries which are key pollutant-discharging entities as revealed by the
environmental protection departments (Continued)

6. Administrative punishment on environmental issues during the Reporting Period
[J Applicable ' Not applicable
7. Other disclosable environmental information

[J Applicable ' Not applicable

(B) Descriptions of environmental protection status of companies other than the key
pollutant-discharging units

\ Applicable [ Not applicable
1. Administrative punishment on environmental issues
] Applicable  « Not applicable

2. Other environmental information disclosed with reference to other key pollutant-
discharging units

\ Applicable [ Not applicable

Other than the companies named above which are key pollutant-discharging units, all
the other subsidiaries of the Company are low-energy consumption and low-emission
enterprises, and most of them are provincial and municipal clean production units as
well as national, provincial and municipal green enterprises. They have strictly complied
with national, provincial and municipal laws and regulations related to environmental
protection, and have not discharged pollutants in excess of the relevant limits.

3. Reasons for non-disclosure of other environmental information

(] Applicable  + Not applicable

Guangzhou Baiyunshan Pharmaceutical Holdings Company Limited « Interim Report 2022 49



Environmental and Social Responsibility

A. ENVIRONMENTAL INFORMATION (Continued)

(C) Explanation for subsequent development of or changes in environmental information
disclosed during the Reporting Period

[J Applicable  « Not applicable

(D) Relevant information beneficial to ecological protection, pollution prevention and
fulfillment of environmental responsibilities

\ Applicable [ Not applicable

According to relevant environmental protection laws and regulations of the state, provinces and
cities, the Company strictly controls the treatment and discharge of various pollutants through
emission reduction from the source, green production in the intermediate process, and pollution
prevention at the end. While achieving emission standards, the Company strictly control internal
emission indicators. For example, the wastewater discharged into municipal pipelines only needs
to meet the Class Ill discharge standards according to regulations while the Company works
hard to meet the Class | discharge standards through strict management through technological
upgrading. In addition, it establishes nationwide planting bases of medicinal herbs with
adaptations to varying local conditions, carries out standard plantation of Chinese medicinal herbs
and conducts researches on planting technology of medicinal herbs, quality seedlings and quality
tracing of Chinese medicinal herbs to promote biodiversity conservation. The Company actively
advocates the concept of environmental protection, contributes to the green development of the
whole society, and strives to promote the development of green economy, low-carbon economy
and circular economy.

(E) Measures adopted for reducing its carbon emission during the Reporting Period and
their effects

\ Applicable [ Not applicable

The Company uses clean energy as combustion medium for boilers. Currently, the Company
are carrying out low nitrogen transformation to reduce air pollution each enterprise, and the
subsidiaries involving VOCs emission are implementing hierarchical management and emission
compliance in accordance with the requirements of the territory. For the use of power energy,
it proactively purchases power-saving equipment and adopts LED lights for lighting and
energy-saving electrical machinery. For power distribution equipment, it adopts capacitance
compensation, provides power factors and proactively promotes the use of degradable and
recyclable packaging materials in the production process. Meanwhile, the Company has carried
out statistical work of carbon verification from 2021 to 2022.
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Environmental and Social Responsibility

B. DETAILS ON CONSOLIDATING AND EXPANDING THE RESULTS OF ALLEVIATING POVERTY,
RURAL REVITALIZATION AND OTHER WORK

\ Applicable [0 Not applicable

During the Reporting Period, the Company has continuously promoted, solidified and expanded the
results of alleviating poverty and rural revitalization, and the specific works are as following:

1. Aiming at helping the township villages of Nanxing Town, Leizhou City, the Company has
conducted analysis on the light, soil, topography and hydrogeological conditions of Nanxing
Town, mining of local resources, exploration of the construction of planting bases for Chinese
herbal medicine, and turning Pinglan Village into a specialty village of “One Village, One
Product”. At present, the planting base of Pinglan Village has planted a total of approximately
20,000 seedlings of Microcos (fiBEE) .

2. Promoting the toilet revolution, upgrading the living environment and improving the sanitary and
ecological conditions.

3. Eleven projects in three towns and eight villages in Sandu County, Qiannan Prefecture, Guizhou
Province, have been basically confirmed under collaboration between the eastern and western
regions through pairing up with assistance funds of approximately RMB1 million.

4. Undertaking mission of developing the lychee industry in Guangdong actively to develop the

lychee product “Li Xiao Ji (£/)V%) " by using lychee, a specialty of Lingnan, and plan to replicate
the model of “Ci Ning ji (RI1#7) " for revitalizing the lychee industry in Guangdong.
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Major Events

A. PERFORMANCE OF UNDERTAKINGS

(A) The undertakings made by the actual controller, shareholders, affiliates, acquirer and
other relevant parties of the Company during or continuing during the Reporting Period

\ Applicable [ Not applicable

1. Independence of listed company
Item Content
Background of Undertakings related to the Material Assets Reorganization in
undertakings 2013
Party given the Controlling shareholder

undertaking

Undertakings 1. After completion of the Material Assets Reorganization
in 2013, GPHL, will comply with the requirements of
relevant laws and regulations, regulatory documents
and the Articles of Association of GPC, and exercise
shareholder’s right according to laws and will not affect
the independence of the Company by exerting its
influence as a controlling shareholder and will maintain
the integrity and independence of the Company in
respect of assets, employees, finance, organisation and
business.

2. The undertaking letter will remain effective so long as
the Company legally and validly exists and GPHL owns
controlling interest in the Company.

Time and period of the The undertaking was given on 29 February 2012 and is valid

undertaking permanently
Valid period for N/A
performance

Whether timely and strictly Being performed
performed

Compliance or not Yes

52 Guangzhou Baiyunshan Pharmaceutical Holdings Company Limited ¢ Interim Report 2022



Major Events

A. PERFORMANCE OF UNDERTAKINGS (Continued)

(A) The undertakings made by the actual controller, shareholders, affiliates, acquirer and
other relevant parties of the Company during or continuing during the Reporting Period

(Continued)
2. Avoiding competition
Item Content
Background of Undertakings related to the Material Assets Reorganization in
undertakings 2013
Party given the Controlling shareholder

undertaking

Undertakings 1. After completion of the Material Assets Reorganization
in 2013, GPHL and its controlled subsidiaries
(hereinafter “Subsidiaries” excluding GPC and its
subsidiaries and same as below) should avoid engaging
in business and operations which substantially compete
with those of the GYBYS subsisting after completion of
the Material Assets Reorganization in 2013, and avoid
increasing investment in companies and enterprises
other than the GYBYS and its subsidiaries, and
engaging in business and operations which substantially
compete with those of the GYBYS. GPHL will not and
will procure its Subsidiaries not to engage in the same
or similar business of the GYBYS to avoid direct or
indirect competition with the operation and business
of the GYBYS. In addition, GPHL will voluntarily
forego and vigorously procure its Subsidiaries forego
competition with the GYBYS if GPHL and its Subsidiaries
will bring unfair impact on the GYBYS in respect of
market shares, business opportunities and allocation of
resources.

2. GPHL shall bear the economic losses and/or additional
costs directly and/or indirectly suffered or incurred
by the GYBYS due to any breach of the above
undertakings.

3. The undertaking letter shall remain effective so long as
the Company legally and validly exists and GPHL owns
controlling interest in the Company.

Time and period of The undertaking was given on 29 February 2012 and is valid
the undertaking permanently

Valid period for N/A
performance

Whether timely and Being performed

strictly performed
Complied with or not Yes
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Major Events

A. PERFORMANCE OF UNDERTAKINGS (Continued)

(A) The undertakings made by the actual controller, shareholders, affiliates, acquirer and
other relevant parties of the Company during or continuing during the Reporting Period

(Continued)
3. Regulating connected transactions
Item Content
Background of Undertakings related to the Material Assets Reorganization in
undertakings 2013
Party given the Controlling shareholder

undertaking

Undertakings 1. After completion of the Material Assets Reorganization
in 2013, GPHL and its Subsidiaries should minimize and
regulate connected transactions with the Company. If
there is any unavoidable connected transaction, GPHL
and its controlled subsidiaries will sign agreement with
the Company in accordance with laws and perform the
legal procedures. They will also fulfill the information
disclosure obligations and pursue the reporting and
approval procedures according to the requirements
of relevant laws and regulations, the Listing Rules of
SSE and the Listing Rules of HKEX and the Articles
of Association of GPC, and warrant that it will not
harm the legitimate rights and interests of the GYBYS
subsisting after completion of the Material Assets
Reorganization in 2013 and its other shareholders.

2. The undertaking letter will remain effective so long as
the Company legally and validly exists and GPHL owns
controlling interest in the Company.

Time and period of the The undertaking was given on 29 February 2012 and is valid

undertaking permanently
Valid period for N/A
performance
Whether timely and Being performed

strictly performed

Complied with or not Yes
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Major Events

A. PERFORMANCE OF UNDERTAKINGS (Continued)
(A) The undertakings made by the actual controller, shareholders, affiliates, acquirer and
other relevant parties of the Company during or continuing during the Reporting Period

(Continued)

4. Undertakings related to properties with legal defects

Item Content

Background of Undertakings related to the Material Assets Reorganization in
undertakings 2013

Party given the Controlling shareholder

undertaking

Undertakings 1. GPHL will promote the development of the subsisting
listed company, protect the interests of minority
investors, and proactively take measures to solve the
issue of Baiyunshan properties with legal defects in
titles to ensure that the interests of the subsisting listed
company and investors are not jeopardised.

2. Guaranteeing that the subsisting listed company will be
able to continue occupying and using such properties
after completion of the merger and that it will not
incur any additional cost or suffer any material adverse
impact due to such issue.

3. After completion of the merger, GPHL will fully
compensate the Company within 2 months from the
date of incurrence of the actual losses (not including
the tax normally incurred in respect of changing
the registration name and transfer in relation to the
properties and the land premium in relation to the
changes from non-granted land use rights to granted
land-use rights) in case there are any penalties imposed
on or losses incurred by the Company due to the legal
defects in the building ownership or land use rights
of the Baiyunshan properties to be acquired by the
Company, and such losses include but are not limited
to all economic losses in connection with any civil,
administration and criminal liabilities, to ensure that
the Company and minority investors will not suffer any

losses.
Time and period of The undertaking was given on 29 February 2012 and is valid
the undertaking permanently
Valid period for N/A
performance
Whether timely and Being performed

strictly performed
Complied with or not Yes
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Major Events

A. PERFORMANCE OF UNDERTAKINGS (Continued)

(A) The undertakings made by the actual controller, shareholders, affiliates, acquirer and
other relevant parties of the Company during or continuing during the Reporting Period

(Continued)
5. Undertakings related to trademarks by the controlling shareholder
Item Content
Background of Undertakings related to the Material Assets Reorganization in
undertakings 2013
Party given the Controlling shareholder

undertaking

Undertakings 1. GPHL undertakes that, within two years from the
date of satisfaction of any one of the conditions set
out below, it will legally transfer the trademarks in
Wang Lao Ji series (25 in total) and 4 other trademarks
(comprising trademark with registration numbers
of 125321, 214168, 538308 and 5466324) to the
Company according to the requirements of laws and
regulations then in force: (i) upon the expiry date of 1
May 2020, or earlier when the license agreement and its
supplemental agreement were determined invalidated/
void/terminated by the arbitration institution, or earlier
when the agreement was terminated or released as
agreed between the parties; or (i) Hung To (Holdings)
Company Limited (%638 (5&) BR A 7)) legally
ceases to own the pre-emption right in Wang Lao Ji
trademarks.

2. On the basis of the original undertaking letter, GPHL
has further made the undertaking as follows: After
all of the legal disputes regarding the trademark of
Wang Lao Ji have been resolved and within two years
commencing from the transferable day, GPHL shall,
pursuant to the provisions of the effective laws and
regulations then and after the relevant procedures
regarding the reporting for approval have been
processed, legally transfer to the Company such 29
trademarks of the series of “Wang Lao Ji” together
with such 4 other trademarks related to Wang Lao Ji,
which are all obtained and owned in legal manner by
GPHL after the execution day (inclusive of that day) of
the Supplementary Agreement to the Agreement of
Trademark Custody. The Company may obtain such by
cash or by issuing shares for purchasing assets wherein
the transfer price shall be legally confirmed based on
such appraisal value as issued by an appraisal institute
possessing the professional qualification of engaging in
securities and as confirmed in the asset appraisal report
verified by the State-owned assets authority.
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Major Events

A. PERFORMANCE OF UNDERTAKINGS (Continued)

(A) The undertakings made by the actual controller, shareholders, affiliates, acquirer and
other relevant parties of the Company during or continuing during the Reporting Period

(Continued)
5. Undertakings related to trademarks by the controlling shareholder (Continued)
Item Content
Time and period of The original undertaking was given on 29 February 2012.
undertaking GPHL gave a supplemental undertaking in respect of the
relevant contents on 15 June 2012. The undertaking remains
valid until it has been fully performed.
Valid period for No
performance

Whether timely and strictly Yes. In December 2014, the Company received the Letter of
performed Amendment to the Undertakings of Injection of Wang Lao Ji
Trademark Series from GPHL, which proposed to amend the
performance period of the former undertakings to “two years
since the effective date of the judgment on the law case of
‘red can decoration’”, due to the trial of the “case on red can
decoration dispute”. As approved at the 8th meeting of the
sixth session of the Board, the resolution on the amendment
to the performance period of the undertaking of injection of
“Wang Lao Ji” trademark series by GPHL was submitted to the
first extraordinary general meeting in 2015 held on 13 March
2015 and was approved.

Complied with or not Yes

Note On 16 August 2017, the Supreme People’s Court of the PRC
announced the judgment on the “case on red can decoration
dispute”, and the judgment is final. On the same day,
GPHL and WLJ Great Health, the Company’s wholly-owned
subsidiary, received the relevant civil judgment of the Supreme
People’s Court of the PRC on the “case on red can decoration
dispute” (For details, please refer to the Announcement of
the Final Judgement on the Case of “Dispute over Wang
Lao Ji Red Can Decoration”of Guangzhou Baiyunshan
Pharmaceutical Holdings Co., Ltd. dated 16 August 2017).
According to GPHL's undertaking made on 29 February 2012,
the supplementary undertaking made on 15 June 2012 and
the revised undertaking made in 2014, the conditions for GPHL
to transfer “Wang Lao Ji” series trademarks to the Company
had been satisfied.
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Major Events

A. PERFORMANCE OF UNDERTAKINGS (Continued)

(A) The undertakings made by the actual controller, shareholders, affiliates, acquirer and
other relevant parties of the Company during or continuing during the Reporting Period

(Continued)
5. Undertakings related to trademarks by the controlling shareholder (Continued)
Item Content

On 27 December 2018, the Resolution regarding the
Proposal on Purchasing Trademarks in Cash and the Relevant
Agreements and Connected Transactions was considered and
approved at the 18th meeting of the seventh session of the
Board of the Company, by using the appraised value as the
pricing basis, which was determined in the Assets Evaluation
Report on Proposed Transfer of Trademarks by Guangzhou
Pharmaceutical Holdings Limited Involving 420 Exclusive Use
Rights of Trademarks Owned by Guangzhou Pharmaceutical
Holdings Limited (Zhong Lian Guo Ji Ping Zi [2018] No.
WIGPZ0701) with valuation reference date of 30 June 2018,
the Company intended to acquire all rights of Wang Lao Ji
series of trademarks held by GPHL, the controlling shareholder
(including trademarks already registered in the PRC and other
countries or regions and trademarks under application and
pending for approval) in cash, and signed the Agreement
on Acquisition of Trademarks in Cash between Guangzhou
Baiyunshan Pharmaceutical Holdings Company Limited and
Guangzhou Pharmaceutical Holdings Limited and the Profit
Compensation Agreement between Guangzhou Baiyunshan
Pharmaceutical Holdings Company Limited and Guangzhou
Pharmaceutical Holdings Limited. The above transaction
was considered and passed at the first extraordinary general
meeting in 2019 held on 28 March 2019. On 30 April 2019,
the Company entered into the Confirmation of the Delivery
of Assets for the Transfer of “Wang Lao Ji” Series Trademarks
with GPHL, in accordance with which the transfer of the “Wang
Lao Ji” trademark assets had been completed.
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Major Events

A. PERFORMANCE OF UNDERTAKINGS (Continued)

(A) The undertakings made by the actual controller, shareholders, affiliates, acquirer and
other relevant parties of the Company during or continuing during the Reporting Period

(Continued)
5. Undertakings related to trademarks by the controlling shareholder (Continued)
Item Content

On 18 August 2021, the Resolution on Postponement
in Fulfilling Performance Guarantee by the Controlling
Shareholder and Signing of Supplemental Agreement was
considered and approved at the 15th meeting of the 8th
session of the Board and 11th meeting of the 8th session
of the Supervisory Committee of the Company, and the
Company signed the Profit Compensation Supplemental
Agreement with GPHL. As affected by the COVID-19 epidemic,
GPHL negotiated with the Company to adjust the terms of
commitments from the year 2019, 2020 and 2021 to the
year 2019, 2021 and 2022. As a result, the value realized
during the commitment period should be deferred accordingly,
representing the commitment value in net income of
trademark assets of RMB152.87 million, RMB162.65 million
and RMB171.45 million in the year of 2019, 2021 and 2022,
respectively

Of 418 trademarks of Wang Lao Ji series that the Company
has submitted the changing application documents to both
domestic and foreign intellectual property departments, there
has been 384 trademarks changed and 34 trademarks pending
approval.
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Major Events

B. APPROPRIATION OF FUNDS FOR NON-OPERATING PURPOSES BY CONTROLLING
SHAREHOLDER AND OTHER RELATED PARTIES DURING THE REPORTING PERIOD

\ Applicable  [J Not applicable
Amount New

atthe  appropriation
heginning amourt  Totalamount  Balanceat  Balanceasat

Name of Relationship ofthe  duingthe repaidduing  theendof thedisdoswe  Expeted  Eapected Bxpected

shareholders or viththe Appropration Reporting ~ Reporting  theReporting theReporting  cateofthe  repayment  repayment tepayment

Telated parties Company fime Reasons Period Period Period Period  interim report method amount time
fBey — RB%y  RB0Y RN A (B

HBYS Joitventure (Note) Diidends 3377 - - 343767 33767 (ash 33767 -

Tt / / / 3376 - - 3377 BN / W6 /

Proporion oftofa amount at the end of the perod i the est e et et 110%

Decison-mling procedures forappopriation of undsfo non-aperaing purases by contoling -
shareholer and ofer relted partes

Reasons for new appropriaton of fns ornon-operating putpose by substandil shreholdersand thei aflted entepies, -
inestigatonof esponslepesonsand exlanaionsto meures proposed t be adopted by the Bogrd

Reasons for falure o setle appropriaion o unds for non-aperting purooss as plamnd), nvestigtion o esponsbiices and -
exnlanations o measures propose o be adopte by the Bogrd

Specl audt apiron ofcrfied public accountatson apropriaionof unds () -

Note:  The of Board of Directors of HWBYS held meetings in May 2021 and September 2021 respectively to make resolutions on
the dividend distribution in 2020 and the distribution of the net profit generated from the rewards enjoyed by HWBYS as
dividends (the actual amount shall be subject to the distributable profit in 2021). In accordance with the above decision of
board, the Company should be entitled to total dividends of RMB343,766,959. Since HWBYS has been building Chinese
patent medicine intelligent manufacturing and warehousing logistics platform project with its own funds and invested
substantial capital, in order not to affect production and operation and project construction, HWBYS has not paid dividends
to its shareholders as at the end of the Reporting Period.
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Major Events

C. BREACH OF GUARANTEES
[J Applicable ' Not applicable
D. AUDIT OF THE INTERIM REPORT

[J Applicable ' Not applicable

(A) Explanation on appointment, dismissal of auditors
Explanation on appointment, dismissal of auditors
\ Applicable [ Not applicable
As approved at the 2nd meeting of the Audit Committee in 2022, the Company agreed not to
appoint BDO CHINA SHU LUN PAN Certified Public Accountants LLP as the financial auditors and
the internal control auditors of the Company for year 2022.
As considered and approved at the 2nd meeting of the Audit Committee in 2022, the 20th
meeting of the eighth session of the Board and 16th meeting of the eighth session of the
Supervisory Committee and the annual general meeting of Shareholders of 2021 of the
Company, the Company approved the appointment of WUYIGE Certified Public Accountants LLP as
the financial auditors and the internal control auditors of the Company for year 2022. For details,
please refer to the announcement of the Company dated 26 April 2022, circular dated 10 May
2022 and announcement of poll results of the annual general meeting of shareholders in 2021
dated 26 May 2022. BDO CHINA SHU LUN PAN Certified Public Accountants LLP would not be
the financial auditors and the internal control auditors of the year, which has been effective since
the end of annual general meeting of shareholders in 2021 issued on 26 May 2022.
Explanation on change in appointment of auditors during the audit period

[J Applicable v Not applicable

(B) Explanation given by the Company on the “non-standard auditor’s report” issued by the
auditors

[J Applicable v Not applicable
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Major Events

E. EXPLANATION GIVEN BY THE COMPANY ON THE FINANCIAL REPORT IN PREVIOUS ANNUAL
REPORT ON THE “NON-STANDARD AUDITOR’S REPORT” ISSUED BY THE AUDITORS

[J Applicable v Not applicable
F. MATTERS RELEVANT TO WINDING UP AND SCHEME OR ARRANGEMENT
[J Applicable v Not applicable

G. THE GROUP’S MATERIAL LITIGATIONS, ARBITRATIONS OR MATTERS SUBJECT TO DOUBT
BY MEDIA

[ Material litigations or arbitrations of the Company during the Reporting Period
\' No Material litigations or arbitrations of the Company during the Reporting Period

(A) Litigation and arbitration matters disclosed in temporary announcements and with no
subsequent development

1 Applicable ' Not applicable

(B) Litigation or arbitration not disclosed in temporary announcement or with subsequent
developments

1 Applicable V' Not applicable
(C) Others
1 Applicable V' Not applicable
H. INFORMATION ON PENALTIES, RECTIFICATION AND REFORM IN RESPECT OF THE
COMPANY, THE DIRECTORS, SUPERVISORS, SENIOR MANAGEMENT, CONTROLLING
SHAREHOLDERS, ACTUAL CONTROLLER OR THE ACQUIRER DURING THE REPORTING
PERIOD

1 Applicable V' Not applicable

l. EXPLANATION ON THE INTEGRITY OF THE COMPANY AND ITS CONTROLLING
SHAREHOLDER AND ACTUAL CONTROLLER DURING THE REPORTING PERIOD

[J Applicable v Not applicable
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J. MATERIAL CONNECTED TRANSACTIONS

Major Events

(A) The related party transactions in relation to the ordinary operations

1. Matters which had been disclosed in temporary announcements and where there

was no progress or change in subsequent implementation

O Applicable v Not applicable

2. Matters which had been disclosed in temporary announcements and where there

was progress or change in subsequent implementation

\ Applicable  [J Not applicable

(1) During the Reporting Period, the details of the related party transactions in relation

to the ordinary operations are as follows:

Related party

Hua Cheng

HWBYS

Barter Qlao Guang

Subtotal

HIBYS

GPHL

Hua Cheng

Subtotal
Total

Relationship

Type of Related
related party  transaction
transaction  content

Controlledbythe ~ Purchaseof ~ Medicinal

same parent
company
Joint venture

Joint venture

Joint venture

goods material or
medicie
Purchase of ~ Medicingl
goads material or
medicine
Purchase of ~ Medicingl
goods material or
medicine

Acceptance o Publiity fee
senice

Parentcompany ~ Acceptance of  Publicity fee

senice

Controled bythe ~ Acceptance of  Publiiy fee

same parent
company

senice
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Related party Transaction

pricing principle amount
(A8 00)

Market price 2386
Market price 112,289
Market price 5,922
170,597

Market price 5,651
Market price 8
Market price 17
5753

176,330

Related

Proportion ~party
of similar - transaction
transaction ~ settlement

amount  method

(%

001 Cash

037 Cash

018 Cash

087 Csh

001 Cash

0 Cash
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Major Events

J. MATERIAL CONNECTED TRANSACTIONS (Continued)
(A) The related party transactions in relation to the ordinary operations (Continued)

2. Matters which had been disclosed in temporary announcements and where there
was progress or change in subsequent implementation (Continued)

Related
Proportion ~party
Type of Related of similar - transaction
related party transaction  Related party Transaction transaction ~ settlement
Related party Relationship transaction ~~ content pricing principle amount amount  method
(AB00Y) (%)
Hua Cheng Controlled bythe ~~ Sales of goods ~ Medicinal Market price 66,162 018 Cah
same parent material or
company medicin
HWBYS Joint venture Sales of goods  Medicinal Market price 74675 020 Cash
material or
medicne
Nuo Cheng Joint venture Salesof goods ~ Medcinal Market price 6 0 Cash
material or
medicine
Barter Qlao Guang ~ Joint venture Sales of goods Medicinal Market price 168 0 Cash
material or
medicine
Guangyao Group Controlled bythe ~ Sales of goods ~ Other Market price 67 0 Cash
(Macau) Internation~ same parent
Development Industry  company
(o, Ltd
Subtotal 141,078
GPHL Paentcompany ~ Renderingof ~ Advertising ~ Market price 993 246 Cash
sevices aency senvice
Hua Cheng Controled bythe ~ Renderingof ~ Advertising ~ Market price 6,548 1622 Cash
same parent senices agency senice
company
HWBYS Joint venture Renderingof  Advertisng  Market price 3,18 7974 Cash
senices agency senvice
Barter Qlao Guang ~~ Joint venture Renderingof  Advertisng ~ Market price 9 002 Cash
senices agency senvice
Guangzhou Baiyunshan  Controlledbythe  Renderingof  Advertisng  Market price 4 001 Cash
Cultural Industry Co.~ same parent senvices agency senvice
Ltd company
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Major Events

J. MATERIAL CONNECTED TRANSACTIONS (Continued)

(A) The related party transactions in relation to the ordinary operations (Continued)

2.

Matters which had been disclosed in temporary announcements and where there
was progress or change in subsequent implementation (Continued)

Related party

Hua Cheng

HIBYS

Hua Cheng

HIBYS

HWBYS
Nuo Cheng
Barter Qlao Guang

(Guangyao Group
(Macau) Internation
Development Industry
(o, Ltd

Subtotal

Hua Cheng

HIWBYS

Relationship

Controlled by the
same parent
company

Joint venture

Controlled by the
same parent
company

Joint venture

Joint venture

Joint venture

Joint venture

Controlled by the

same parent
company

Controlled by the
same parent
company

Joint venture

Type of
related party
transaction

Rendering of
services

Rendering of
Senvices
Rendering of
sevices

Rendering of
SEices

Rendering of
Senices
Rendering of
sevices
Rendering of
senices
Rendering of
sevices

Provicing
rights to
Use patents,
trademarks,
gt

Providing
fights to
Use patents,
frademarks,
gt

Related

Proportion ~party
Related of similar - transaction
transaction  Related party Transaction transaction ~settlement
content pricing principle amount amount  method

(R 000) (%)
Consigned ~~~ Market price 13176 1019 Cash
processing
Consigned Market price 5,748 445 Cash
processing
Researchand  Market price 359 2715 (ah
development
sevices
Researchand ~ Market price 31 238 Cash
development
sevices
Other Market price 297 0 Cash
Other Market price 594 0 Cash
Other Market price 2738 001 Cash
Other Market price 374 0 Cash
63,337

Rightstouse  Agreement price 186 1708 Cash
frademarks
Rightstouse ~ Agreement price 604 553 Cash
{rademarks
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Major Events

J. MATERIAL CONNECTED TRANSACTIONS (Continued)
(A) The related party transactions in relation to the ordinary operations (Continued)

2. Matters which had been disclosed in temporary announcements and where there
was progress or change in subsequent implementation (Continued)

Related
Proportion ~party
Type of Related of similar - transaction
related party transaction  Related party Transaction transaction ~ settlement
Related party Relationship transaction ~~ content pricing principle amount amount  method
(AB00Y) (%)
HIBYS Joint venture Other Assetsleased ~ Agreement price 2,681 176 Cash
from related
parties
GPHL Parentcompany  Other Assetsleased ~ Agreement price 4334 28 (xh
from related
parties
Subtotal 1805
GPHL Parentcompany  Other Assets leased to~ Agreement price 24 101 Cash
related parties
Guangzhou Baiyunshan ~ Controlled by the ~~ Other Assets leased o Agreement price i) 013 Cash
Cultural Industry Co.~ same parent related parties
ltd company
Barter Qlao Guang ~ Joint venture Other Assets leased to~ Agreement price 1,780 842 (ash
related parties
Nuo Cheng Joint venture Other Pssets leased to  Agreement price 1619 766 Cash
related parties
Subtotal 3,64
Total 215,861

Note:  The above connected transactions were transactions carried out within the Group’s ordinary operations,
determined with reference to market prices, and were considered to have no negative impact on the
Group's ability to continue its operations.

3. Matters not disclosed in temporary announcement

[J Applicable v Not applicable
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J. MATERIAL CONNECTED TRANSACTIONS (Continued)
(B) Related party transactions on acquisition and disposal of assets or equity interests

1. Events disclosed in temporary announcements and with no progress or change in
subsequent implementation

O Applicable v Not applicable

2. Events disclosed in temporary announcements but with progress or change in
subsequent implementation

O Applicable v Not applicable
3. Events not disclosed in temporary announcements
O Applicable v Not applicable

4. Where there is agreement on financial performance, the performance
achievements during the Reporting Period shall be disclosed

[J Applicable v Not applicable
(C) Material related party transactions on joint external investment

1. Events disclosed in temporary announcements and have no progress or change in
subsequent implementation

[J Applicable v Not applicable

2. Events disclosed in temporary announcements but with progress or change in
subsequent implementation

[J Applicable v Not applicable
3. Events not disclosed in temporary announcements

[J Applicable v Not applicable
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J. MATERIAL CONNECTED TRANSACTIONS (Continued)
(D) Credit claims and liabilities between related parties

1. Matters which had been disclosed in temporary announcements and where there
was no progress or change in subsequent implementation

O Applicable v Not applicable

2. Matters which had been disclosed in temporary announcements and where there
was progress or change in subsequent implementation

1 Applicable ' Not applicable
3. Matters not disclosed in temporary announcements
1 Applicable V' Not applicable

(E) The financial business between the Company and its related financial company, and the
Company'’s holding financial company between its related parties

[J Applicable v Not applicable

(F)  Other significant related party transactions
[J Applicable v Not applicable

(@) Other

[J Applicable v Not applicable
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Major Events

K. THE GROUP’S ACQUISITION AND DISPOSAL OF ASSETS, CORPORATE MERGER AND OTHER
TRANSACTIONS DURING THE REPORTING PERIOD

No. Approval body

1 5th meeting of
the Strategic
Development
and Investment
Committee in 2016

1st meeting of
the Strategic
Development
and Investment
Committee in 2017

1st meeting of
the Strategic
Development
and Investment
Committee in 2018

11th meeting of the

seventh session of the

Board

5th meeting of
the Strategic
Development
and Investment
Committee in 2019

Subject matter

The Company’s subsidiary Chemical

& Pharmaceutical Technology
Company and Zhuhai Fushan
Industrial Park Management
Committee entered into the
Investment Agreement between
Zhuhai Fushan Industrial Park
Management Committee and
Guangzhou Baiyunshan Chemical
& Pharmaceutical Technology Co.,
Ltd. (“Zhuhai Project”), with an
initial investment amount of RMB55
million.

The Company contributed additional

capital in cash of RMB12.47 million
to Chemical & Pharmaceutical
Technology Company for the use of
project design and environmental
assessment of the Zhuhai Project.

The Company contributed additional

capital of RMB100 million to
Chemical & Pharmaceutical
Technology Company for
use in the establishment of
Guangyao Baiyunshan Chemical
Pharmaceutical (Zhuhai) Co., Ltd.
(“"Chemical Pharmaceutical (Zhuhai)
Company”).

Initiation of the Zhuhai Project with

a total investment amount of
RMB731,879,100.

The Company made a capital increase

of RMB100 million to Chemical
& Pharmaceutical Technology
Company, a wholly-owned
subsidiary of the Company.

Status

The Company has
established Chemical
Pharmaceutical (Zhuhai)
Company. Currently,
the Zhuhai Project
has entered into the
construction stage.
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K. THE GROUP’S ACQUISITION AND DISPOSAL OF ASSETS, CORPORATE MERGER AND OTHER
TRANSACTIONS DURING THE REPORTING PERIOD (Continued)

No. Approval body Subject matter Status
3rd meeting of Chemical & Pharmaceutical
the Strategic Technology Company, a wholly-
Development owned subsidiary of the Company,
and Investment applied for a capital injection of
Committee in 2020 RMB300 million from the Company

for the use of the construction of
the Zhuhai Project.

2 5th meeting of Medical Instrument Investment  First phase of capital
the Strategic Company, a subsidiary of the increase completed.
Development Company, would set up a joint
and Investment venture jointly with Shanghai
Committee in 2017 Xiecheng Investment Management

Co., Ltd. (E/BMKIREEERR
22a]) and Guangzhou OSMUNDA
Medical Device Technology Inc.
Ltd. (B B8 5K i B8 & 2 W R AT AR
M BBRAF]) to build an operating
platform for the medical equipment
innovation incubator park, and
Medical Instrument Investment
Company intends to contribute
capital in cash of RMB17 million,
accounting for 34% of the equity

interest.
3 18th meeting of the The Company’s subsidiary WLJ Great  The construction work is in
seventh session of the Health invested in and commenced progress.
Board the construction of Nansha Base

(Phase I) project with a total
investment of RMB750 million.

4 6th meeting of WLJ Ya'an Company, a wholly-  The construction work is in
the Strategic owned subsidiary of the Company’s progress.
Development subsidiary WLJ Great Health,
and Investment commenced the second phase
Committee in 2018 construction with a total investment

of approximately RMB47 million.
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THE GROUP’S ACQUISITION AND DISPOSAL OF ASSETS, CORPORATE MERGER AND OTHER
TRANSACTIONS DURING THE REPORTING PERIOD (Continued)

No. Approval body

1st meeting of
the Strategic
Development
and Investment
Committee in 2021

5 6th meeting of
the Strategic
Development
and Investment
Committee in 2018

6 7th meeting of
the Strategic
Development
and Investment
Committee in 2018

7 11th meeting of the

seventh session of the

Board

6th meeting of
the Strategic
Development
and Investment
Committee in 2019

8 6th meeting of
the Strategic
Development
and Investment
Committee in 2019

Subject matter

The estimate budget on the Phase-ll
project of WLJ Ya'an was adjusted
to RMB67 million.

The Company made an additional
contribution of RMB30 million to its
wholly-owned subsidiary Guangyao
General Institute, with the first
phase of RMB18 million and the
second phase of RMB12 million.

The Company’'s subsidiary, WLJ
Great Health, intended to build a
production base in Lanzhou, Gansu
with a total investment of RMB350
million.

The Company invested in the
establishment of GYBYS Biological
Medicine and Health R&D Sales
Headquarters project.

RMB40.41 million was injected as
capital contribution to GYBYS
Biological Medicine and Health R&D
Sales Headquarters project.

Zhong Yi, a wholly-owned subsidiary
of the Company, carried out the
3rd GMP construction improvement
project of modernization of TCM
production.

Cai Zhi Lin, a wholly-owned subsidiary
of the Company, implemented the
first phase of the project of Gansu
Guangyao Baiyunshan Traditional
Chinese Medicine Technology
Industrial Park.

Status

First phase of capital
increase has been
completed.

The capital contribution has
been completed and the
construction work is in
progress.

The construction work is in
progress.

The construction work is in
progress.

The construction work is in
progress.
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Major Events

K. THE GROUP’S ACQUISITION AND DISPOSAL OF ASSETS, CORPORATE MERGER AND OTHER
TRANSACTIONS DURING THE REPORTING PERIOD (Continued)

No. Approval body

9 6th meeting of
the Strategic
Development
and Investment
Committee in 2020

10 1st meeting of
the Strategic
Development
and Investment
Committee in 2021

Subject matter

The relocation improvement project

(phase I) of Ming Xing, a subsidiary
of the Company, was adjusted
and supporting works were added
with an additional investment of
RMB210.78 million.

The Company, Cai Zhi Lin, Zhong Yi

and Baiyunshan Hanfang proposed
to establish a joint venture named
Guangdong Hanchao TCM
Technology Co., Ltd. (5% &+
BRI A R A F]) with Guangzhou
Jinan University Asset Operation
Co., Ltd. (BEMEMASEELE
EPRAR]), Gansu Pharmaceutical
Industry Research Institute Co.,
Ltd. (HEBEYMEXHAERERAD
7)) and Lanzhou Nuoran Intestinal
Health Precision Nutrition Research
Institute (BN ARG BIRRERBLES
EHFTAT). The registered capital of
the joint venture is RMB30 million,
of which, the Company contributes
RMB6 million, accounting for 20%.
The comprehensive shareholding
proportion of the Group in the joint
venture is 75%.
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Major Events

K. THE GROUP’S ACQUISITION AND DISPOSAL OF ASSETS, CORPORATE MERGER AND OTHER
TRANSACTIONS DURING THE REPORTING PERIOD (Continued)

No. Approval body

11 2nd meeting of
the Strategic
Development
and Investment
Committee in 2021

12 3rd meeting of
the Strategic
Development
and Investment
Committee in 2021

13 3rd meeting of
the Strategic
Development
and Investment
Committee in 2022

Subject matter

GP Corp., a subsidiary of the

Company, applied for RMB150
million of self-owned funds to
purchase land for the phase two of
the logistics project of the Baiyun
base in the Biological Medicine
Town of GPHL.

The joint venture named HWBYS of

the Company planned to invest
in and construct a Chinese patent
medicine intelligent manufacturing
and warehouse logistics platform
with self-owned funds, of an
estimate of RMB223.51 million

The Guangzhou City Land Development

Center planned to purchase and
store partial construction land of
Chemical Pharmaceutical Factory, a
subsidiary of the Company, to build
Lingnan TCM Museum, of which
the compensation would be based
on the valuation of asset evaluation.

Guangzhou Baiyunshan Weiyi, of

which 51% of the equity is held by
Guangzhou Baiyunshan Baidi Bio-
pharmaceutical Company Limited,
a wholly-owned subsidiary of the
Company, will purchase office
property with amount of RMB
53.94 million.

Status

The purchase of land has
been completed.

The construction work is in
progress .

Completed.

Completed.
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K. THE GROUP’S ACQUISITION AND DISPOSAL OF ASSETS, CORPORATE MERGER AND OTHER
TRANSACTIONS DURING THE REPORTING PERIOD (Continued)

No. Approval body Subject matter Status

14 5th meeting of The Company's controlling subsidiary,  In progress.
the Strategic GP Crop., will integrate its two
Development wholly-owned pharmaceutical
and Investment retail companies Guangzhou
Committee in 2022 Jian Min Pharmaceutical Chain

Company Limited (“Jian Min
Chain”) and Guangzhou Cai Zhi
Lin Pharmaceutical Chain Company
Limited (“Cai Zhi Lin Chain"). Jian
Min Chain will acquire Cai Zhi Lin
Chain.

The above transactions did not constitute transactions which required to be disclosed or approved by
shareholders pursuant to Chapter 14 or Chapter 14A of the Listing Rules of HKEX.

L. MATERIAL CONTRACTS AND THEIR PERFORMANCE
(A) Trusteeship, contract and lease matters
[ Applicable V' Not applicable
During the Reporting Period, the Group did not hold on trust sub-contract or lease assets of other

companies or vice versa, which generated profit that accounted for 10% or more of the total
profits of the Group for the Reporting Period.
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L. MATERIAL CONTRACTS AND THEIR PERFORMANCE (Continued)

(B) The major guarantees that have not been performed or have not been completed during
the Reporting Period

\ Applicable [J Not applicable

(Unit: RMB’000)

Extemnal quarantees of the Company (excluding guarantees to subsidiaies)

The Whether the Whether
relationship guarantee Whether  guarantee
etween the Date of hasheen ~ Whether ounter isforthe
quarantor guarantee  Guarantee  Guarantee performed the  Amountof  guarantee henefit
andthe  Sewred  Amount  (dateof commencement  matwity  Collateral and  guarantee  quarantee is ofrelsted  Comnected
Guarantor Company pary  quaranteed  agreement) date date type  discharged s overdue overdue  provided parties  relationship

Tote amount of quarantee provided during the Reportng Period excluding quarantee proiced to
the subsdires of the Company) -
Totabalance o quarantee &t the end of the Reporting Perod (4 excluding quarantee provided o
the subsidires of the Company) -
Guarantee provided by the Group forthe benefit of s subsidaries

Totd amount of quarantee provided or the benefitofsubsdirs during the Reportig Perod 150,000
Totel balance of quarantee proided forthe benefi of subsicates atthe end ofthe Reporting Perod ) 150,000
Amounts of quarantees provided by the Group (including guarantees for subsidiaies)
Tota amount o guarantee (A48) 150,000
The proportion of he ofalamount of quarantees o the Company's netasets (%) 046
Including:
Amount o guarantee provided for the beneit o shareholders, e facto ontrollr and thei elated parties () -
Amount o guarantes directlyor indirectly provided for the beneftof partes with 3 gring reto of over 70% (D) 150,000
Porton o te ttal amount of quarante i exces of 0% ofnet assts () -
Aggregated amount of the ebove tree fypes ofguarantee ((+D4F) 150,000
Description of the pofenta jint and several repayment iy for outstandng querantee Not applatle
Description of quaraniee The quarantee was provide by GP Corp, a controling subsiiayofthe Company, to Guangyao (Zhuhai Hengain) Pharmaceutca Import & Export Co,
L1, its whol-owned subsiday. The amount of the guarantee is ihin the imit ofthe guarantes considered and approved at the general meeting of
fhe Company.

(@] Other major contracts

] Applicable v Not applicable
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M.  DESCRIPTION OF OTHER IMPORTANT MATTERS

(A) The circumstances, causes and effects of changes in accounting policies, accounting
estimates and accounting methods as compared to the previous accounting period

[J Applicable v Not applicable

(B) The circumstances, correct amount, cause and influence of the correction of major
accounting errors occurred during the Reporting Period which should be retraced and
restated

1 Applicable ' Not applicable
(C) Others
\ Applicable [ Not applicable

1. According to the overall strategic layout of the Company and the business development
needs of GP Corp. and in order to further broaden the Company’s overseas financing
channels and accelerate the implementation of the Company’s internationalization
strategy, the Company held the 26th meeting of the seventh session of the Board on 10
September 2019, at which the “Resolution in Relation to Authorizing the Management
of the Company to Initiate the Relevant Preparatory Works for the Spin-off and Overseas
Listing of a Subsidiary on The Stock Exchange of Hong Kong Limited” was considered
and approved. The Board authorized the management of the Company to initiate the
preliminary preparation works for the spin-off and overseas listing of GP Corp. on the
HKEX. For details, please refer to the announcement of the Company dated 10 September
2019 published in Shanghai Securities News (/878 % %), Securities Times (FFFEFTR),
China Securities Journal (FFEIZEA3R), Securities Daily (5% H¥R) and on the websites of
the SSE and the HKEX, respectively.
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M. DESCRIPTION OF OTHER IMPORTANT MATTERS (Continued)
(C)  Others (Continued)
1. (Continued)

On 29 April 2020, GP Corp. completed the business registration for the change in
ownership and became a company limited by shares. The resolution on the capital
injection and enlargement of GP Corp. was considered and approved at the third meeting
of the eighth session of the Board on 6 August 2020. The resolution on the initial public
offering of foreign shares (H shares) by GP Corp. by way of overseas listing and a series
of resolutions related to the listing proposals were considered and approved at the sixth
meeting of the eighth session of the Board on 30 September 2020. GP Corp. solicited
qualified investors by way of a public tender process via the Guangzhou Enterprises
Mergers and Acquisition Services from 12 October 2020 to 4 December 2020. According
to the delisting, comprehensive evaluation and competitive negotiation of the public
tender of the Guangzhou Enterprises Mergers and Acquisition Services, eventually, one
strategic investor and five ordinary investors were solicited for the capital injection and
enlargement of GP Corp. and its capital increased by 222,305,300 new shares by way
of capital injection and enlargement. On 30 December 2020, GP Corp. completed the
business registration for the changes relating to the said capital injection and enlargement.
On 9 March 2021, GP Corp. submitted the application materials for the initial public
offering of overseas listed foreign shares (H shares) and listing on the Main Board of the
HKEX to the CSRC, which were accepted on 17 March 2021. On 31 March 2021, GP
Corp. submitted the Form A1 listing application to the HKEX for the listing and trading of
the shares of GP Corp. on the Main Board of the HKEX. On 2 July 2021, GP Corp. received
the Approval on the Issuance of Overseas Listed Foreign Invested Shares of Guangzhou
Pharmaceuticals Co., Ltd. issued by the CSRC. On 23 June 2022, in view of the expiry of
the Approval issued by the CSRC and having considered the changes of capital market of
Hong Kong, and in conjunction with the development plan of the Company and GP Corp.,
the Company and GP Corp. determined to suspend proceeding with the proposed spin-off
after due and careful consideration. However, the Company and GP Corp. do not exclude
that they may, after taking into account future market circumstances and their business
development needs, reconsider proceeding with the proposed spin-off at the appropriate
time.

For details, please refer to the announcements of the Company dated 29 April 2020, 6
August 2020, 30 September 2020, 31 December 2020, 18 March 2021, 31 March 2021,
4 July 2021 and 23 June 2022 published in Shanghai Securities News, Securities Times,
China Securities Journal, Securities Daily and on the websites of the SSE and the HKEX,
respectively.
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M. DESCRIPTION OF OTHER IMPORTANT MATTERS (Continued)
(C) Others (Continued)

2. The Company held the 26th meeting of the seventh session of the Board on 10 September
2019, at which the Resolution on Approving GP Corp., a subsidiary of the Company, to
Conduct Asset backed Securitization was considered and approved, pursuant to which
the conduct of asset backed securitization of accounts receivable by GP Corp. and the
establishment of the “Accounts Receivable Asset-backed Special Scheme” by Industrial
Securities Asset Management Co., Ltd. (the “Industrial Securities Asset Management”)
were approved. The above-mentioned resolution was considered and approved at the
second extraordinary general meeting in 2019 held by the Company on 12 November
2019. For details, please refer to the announcement of the Company dated 10 September
2019 published in Shanghai Securities News (/87 %%R), Securities Times (B,
China Securities Journal (FBIFE%%R), Securities Daily (% H3#R®) and on the websites of
the SSE and the HKEX, respectively.

GP Corp. continued to issue Xingye Yuanrong-GP Corp. Phase Il Special Asset Support Plan
for Accounts Receivable (“Phase 2 Special Plan”) on 10 September 2021, with effective
amount of RMB1 billion during the fundraising period. After its establishment, it will be
filed in accordance with relevant regulations and requirements of relevant regulatory
authorities.

As at 30 June 2022, the book value of accumulative asset sale of GP Corp.’s Phase 2
Special Plan amounted to RMB3,063 million, the received purchase value of GP Corp.
amounted to RMB3,004 million. The income shall by used to supplement the working
capital of the GP Corp.. For details, please refer to the announcements of the Company
dated 10 September 2021 and dated 28 April 2022 published in Shanghai Securities
News (L/8&#3R), Securities Times (FF#HK#R), China Securities Journal (FEIE#HR),
Securities Daily(7% % H#f) and on the websites of the SSE and the HKEX, respectively.
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N. ACCORDING TO PARAGRAPH 41A OF APPENDIX 16 TO THE LISTING RULES OF HKEX,
TO THE EXTENT THAT THERE ARE PROCEEDS BROUGHT FORWARD FROM ANY ISSUE
OF EQUITY SECURITIES, A LISTED ISSUER IS REQUIRED TO DISCLOSE THE AMOUNT OF
PROCEEDS BROUGHT FORWARD AND DETAILS OF THE USE OF SUCH PROCEEDS AS SET
OUT IN PARAGRAPHS 11A AND 11(8) OF APPENDIX 16 TO THE LISTING RULES OF HKEX

Pursuant to The Approval on the Non-public Offering of Guangzhou Baiyunshan Pharmaceutical
Holdings Co., Ltd. (Zhengjianxuke [2016] No. 826) from the CSRC, the Company, through non-public
offering, had issued 334,711,699 A shares, and had raised total proceeds of RMB7,885,807,628.44 and
net proceeds of RMB7,863,446,528.33 (after deducting all relevant expenses). For details, please refer to
the circular to the shareholders of the Company dated 26 February 2015 and the announcement of the
Company dated 18 August 2016 published on the websites of SSE and HKEX.

The Company used proceeds in the amount of RMB262,033,300 in January to June 2022. As at 30
June 2022, the aggregate proceeds invested amounted to RMB6,483,496,800 and the aggregate
proceeds invested after deduction of bank charges and addition of accrued interest income amounted to
RMB1,940,828,700, details of which are as follows:

Difference
between the
accumulated
amount invested
and the total
amount
committed for
Proposed Amount investment as at Date of the projects
investment investedasat  the end of the becoming ready for
No. Name of projects amount 30June 2022  Reporting Period intended use
(RMB0000) (RMB0000) (RMB0000)
1 The construction project of the 99,757.10 60,864.70 (38,892.40) 31 December 2027 Mote 1 and Note 4
Great Southern TCM research and
development platform
2 The construction project of the Great 64,391.67 22,911.88 (41,479.79) -
Southern TCM production base
(phase 1)
Including Ming Xing relocation improvement 60,000.00 18,520.21 (41,479.79) 31 January 2024 ete)
project
He Ji Gong relocation improvement 4,391.67 4,391.67 0 Change in the intended use Mt
project
3 The project for acquiring the "Wang 108,000.00 108,000.00 Q Mot
Lao Ji" series trademarks held by

GPHL (the controlling shareholder of
the Company)
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N. ACCORDING TO PARAGRAPH 41A OF APPENDIX 16 TO THE LISTING RULES OF HKEX, TO THE
EXTENT THAT THERE ARE PROCEEDS BROUGHT FORWARD FROM ANY ISSUE OF EQUITY
SECURITIES, A LISTED ISSUER IS REQUIRED TO DISCLOSE THE AMOUNT OF PROCEEDS
BROUGHT FORWARD AND DETAILS OF THE USE OF SUCH PROCEEDS AS SET OUT IN
PARAGRAPHS 11A AND 11(8) OF APPENDIX 16 TO THE LISTING RULES OF HKEX (Continued)

Difference
between the
accumulated

amount invested

and the total
amount
committed for
Proposed Amount investment asat Date of the projects
investment invested asat  the end of the becoming ready for
No.  Name of projects amount 30June 2022 Reporting Period intended use
(RMB'0000) (RMB'0000) (RMB'0000)
4 The project for establishment of 200,000.00 203,395.67 3,395.67 N/A
channels and brands
5 The project for establishment of 2,744.99 2,744.99 0 Change in a portion of the
information platform intended use of by the Company
(Note 2 and Note 3)
6 The project for the establishment 48,901.37 23,828.72 (25,072.65) Moe3)
of Guangzhou Chemical &
Pharmaceutical (Zhuhai) Co., Ltd.
7 The project for Nansha base 38,400.00 1,547.85 (36,852.15) Mot
Phase 1 of WLI Health
8 The project of Gansu Guangyao 11,842.90 1,920.67 (9,922.23) Meted
Baiyunshan TCM Technology
Industry Park Phase | Project
9 Replenishment of liquidity 222,049.70 223,105.20 1,055.50 N/A
Total 796,117.73 648,349.68 (147,768.05) -
Notes:
1. The Company convened the 29th meeting of the seventh session of the Board and the 20th meeting of the seventh session

of the Supervisory Committee and considered and passed the resolution on postponing the implementation date of the
construction project of the Great Southern TCM research and development base to 31 December 2022. For details, please
refer to the announcement of the Company dated 11 December 2019 and the circular of the Company dated 31 January
2019 on the websites of SSE and HKEX.

2. The Company’s the 18th meeting of the seventh session of the Board, the 12th meeting of the seventh session of the
Supervisory Committee and the first extraordinary general meeting of shareholders in 2019 considered and passed the
resolution on changing the use of RMB1,000 million and RMB80 million out of the proceeds for the extension project of
modern medical logistics services and for the project for the establishment of the information platform respectively to the
acquisition of the “Wang Lao Ji” series trademarks held by GPHL, the controlling shareholder of the Company. For details,
please refer to the announcements of the Company dated 27 December 2018, 30 December 2018, 4 January 2019 and 28
March 2019 and the circular of the Company dated 31 January 2019 on the websites of SSE and HKEX.
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Major Events

N. ACCORDING TO PARAGRAPH 41A OF APPENDIX 16 TO THE LISTING RULES OF HKEX,
TO THE EXTENT THAT THERE ARE PROCEEDS BROUGHT FORWARD FROM ANY ISSUE
OF EQUITY SECURITIES, A LISTED ISSUER IS REQUIRED TO DISCLOSE THE AMOUNT OF
PROCEEDS BROUGHT FORWARD AND DETAILS OF THE USE OF SUCH PROCEEDS AS SET
OUT IN PARAGRAPHS 11A AND 11(8) OF APPENDIX 16 TO THE LISTING RULES OF HKEX
(Continued)

Notes: (Continued)

3. With the approval of the 4th meeting of the eighth session of the Board and the 3rd meeting of the eighth session of the
Supervisory Committee, the Company has postponed the implementation of the construction project of the Great Southem
TCM production base (phase 1) of Ming Xin's relocation improvement project to 31 January 2024, and redesignated
RMB104.725 million (the actual amount is based on the balance of designated account on the day the proceeds
are transferred) for the project for the establishment of the information platform (the portion of the Company) and
RMB384.2887 million (the actual amount is based on the balance of the designated account on the day when proceeds are
transferred) for He Ji Gong's relocation improvement project to the project for the establishment of Guangzhou Baiyunshan
Chemical & Pharmcential (Zhuhai) Co., Ltd. Please refer to the announcements dated 25 August 2020 and 24 November
2020 and the circular dated 9 October 2020 published by the Company on the websites SSE and HKEX for details.

4. With the approval of the 14th meeting of the eighth session of the Board, the 10th meeting of the eighth session of the
Supervisory Committee and the first extraordinary general meeting of shareholders in 2021, the Company has changed
the use of RMB118.429 million for the project for the construction project of the Great Southen TCM research and
development platform to the project of Gansu Guangyao Baiyunshan TCM Technology Industry Park Phase I, and changed
the use of RMB384 million for the project for the construction project of the Great Southen TCM research and development
platform to the project for Nansha base Phase | of WLJ Health. The rest of R\MB318.8288 million would be used in the
original project. For details, please refer to the announcement dated 2 August 2021, the circular dated 17 August 2021 and
the announcement dated 30 September 2021 published by the Company on the websites SSE and HKEX.

Save as disclosed above, as of 30 June 2022, the use of the proceeds through the non-public offering of
A shares above was in line with the use of the proceeds as disclosed previously.

In addition, pursuant to the requirements of the Supervisory Guidelines No. 2 for Listed Companies —
Supervisory Requirements for Management and Use of Proceeds of Listed Companies (Announcement of
CSRC [2022] No.15) issued by the CSRC and the Self-regulatory Guidelines No. 1 for Listed Companies —
Standard Operation on the Shanghai Stock Exchange (Shang Zheng Fa [2022] No. 2) and other relevant
guidelines, the Company made a special report on the deposit and actual use of the proceeds for the
first half of 2022 (the full text of which had been uploaded to the website of SSE).
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Changes in Share Capital and Shareholders

A. CHANGES IN SHARE CAPITAL
(A) Changes in share capital
1. Changes in share capital
During the Reporting Period, there had been no changes in the Company’s share capital.
2. Explanation on changes in shares capital
[ Applicable V' Not applicable
3. Impact of changes in ordinary shares on financial indicators such as earnings per
share and net assets per share during the period from the Reporting Period to the
disclosures date of the interim report (if any)

1 Applicable V' Not applicable

4. Other disclosures the Company deems necessary or required by securities
regulators

[J Applicable v Not applicable
(B) Changes in shares subject to selling restrictions

[J Applicable v Not applicable
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Changes in Share Capital and Shareholders

INFORMATION ON SHAREHOLDERS

(A)

As at 30 June 2022, the Company had 84,648 shareholders in total, of which 84,596 were

holders of domestically listed Reminbi-denominated ordinary shares (A shares) and 52

were holders of overseas listed foreign share (H shares).

(B)

Table on the shareholdings of the top ten shareholders and the top ten shareholders of

the Company whose shares are in full circulation (or not subject to selling restrictions) as
at the end of the Reporting Period

Shareholders

GPHL

HKSCC Nominees Limited

GZ Chengfa

Hong Kong Securities Clearing
Company

GZ Chan Tou

China Securities Finance
Corporation Limited

China AMC - Agricultural Bank -
Huaxia China Securities Financial
Asset Management Plan

Zhongou AMC - Agricultural Bank
- Zhongou China Securities
Financial Asset Management
Plan

Boshi AMC - Agricultural Bank -
Boshi China Securities Financial
Asset Management Plan

Dacheng AMC-Agricultural Bank-
Dacheng China Securities
Financial Asset Management
Plan

Increase/
(Decrease)
during the
Reporting

Period
(share)

66,000
0
27,431,371
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Number of ~ Approximate

sharesheldas  percentage
attheendof  of the total
the Reporting  issued share
Period capital

(share) (%)
732,305,103 45.04
219,767,290 13.52
73,313,783 451
62,613,898 385
55,548,80 342
47,277,962 291
8,795,136 0.54
8,680,636 0.53
8,662,836 053
8,657,836 053

Number of
shares subject
to selling
restrictions
(share)

Number

of shares
pledged or
locked shares
(share)

Nature of
shares

State-owned
legal person

Others

Others

Others

State-owned
legal

Others

Others

Others

Others

Others
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Changes in Share Capital and Shareholders

B. INFORMATION ON SHAREHOLDERS (Continued)
(B) Table on the shareholdings of the top ten shareholders and the top ten shareholders of
the Company whose shares are in full circulation (or not subject to selling restrictions) as

at the end of the Reporting Period (Continued)

The top ten shareholders of the Company not subject to selling restrictions

Number of shares Class and number of shares
without selling The number
Shareholders restrictions  Class of shares of shares
(share) (share)
GPHL 732,305,103 Ordinary shares 732,305,103
denominated in RMB
HKSCC Nominees Limited 219,767,290  Overseas listed foreign 219,767,290
shares
GZ Chengfa 73,313,783 Ordinary shares 73,313,783
denominated in RMB
Hong Kong Securities Clearing Company Limited 62,613,898  Ordinary shares 62,613,898
denominated in RMB
GZ Chan Tou 55,548,800 Ordinary shares 55,548,800
denominated in RMB
China Securities Finance Corporation Limited 47,277,962 Ordinary shares 47,277,962
denominated in RMB
China AMC - Agricultural Bank - Huaxia China 8,795,136 Ordinary shares 8,795,136
Securities Financial Asset Management Plan denominated in RMB
Zhongou AMC - Agricultural Bank - Zhongou China 8,680,636 Ordinary shares 8,680,636
Securities Financial Asset Management Plan denominated in RMB
Boshi AMC-Agricultural Bank-Boshi China Securities 8,662,836 Ordinary shares 8,662,836
Financial Asset Management Plan denominated in RMB
Dacheng AMC-Agricultural Bank-Dacheng China 8,657,836 Ordinary shares 8,657,836
Securities Financial Asset Management Plan denominated in RMB
Top ten shareholders in the buyback special account N/A
Explanation on the above shareholders’ entrustment N/A

voting right, entrusted voting right and
abandonment of voting right

Explanation on the connection or persons actingin (1) According to the information provided by HKSCC Nominees
concert among the above shareholders: Limited, the H shares held by it were held on behalf of several
clients.

(2)  The Company was not aware of any connection among the above
top ten shareholders, or whether they were persons acting in
concert as provided in the “Rules Governing the Disclosure of
Changes in Shareholders' Shareholding in Listed Companies”.

Preferred shareholders with their voting rights N/A
restored and the number of shares they hold
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Changes in Share Capital and Shareholders

B. INFORMATION ON SHAREHOLDERS (Continued)

(C) The number of shares held by the top ten shareholders subject to selling restrictions and
the selling restrictions

[J Applicable v Not applicable

(D) Strategic investors or general legal persons who became the top ten shareholders as a
result of placement of new shares

1 Applicable V' Not applicable

(E) As at 30 June 2022, the interests and short positions held by the persons (not being the directors,
supervisors and senior management of the Company) in the shares and underlying shares of the
Company which were required to be notified to the Company and the HKEX pursuant to Divisions
2 and 3 of Part XV of the SFO and as recorded in the register required to be maintained by the
Company under Section 336 of the SFO were as follows:

Approximate  Approximate

% of the % of the
Number of total issued total issued
Shareholder Class of shares shares held  Capacity domestic shares H shares
(share) (%) (%)
GPHL A shares 732,305,103 Beneficial owner About 52.09 -
(Long position)
GZ Chengfa A shares 73,313,783 Beneficial owner About 5.21 -
(Long position)
Norges Bank H shares 32,801,000  Beneficial owner - About 14.92
(Long position)
Citigroup In "eteTendtere2— H shares 22,116,963  Interest in controlled - About 10.05
(Long position) corporation
8,634  Interestin controlled - About 0.00
(Short position) corporation
22,102,646 Approved lending agent - About 10.05
(Lending pool)
LSV ASSET MANAGEMENT  H shares 9,095,000  Investment manager - About 4.14
(Long position)
4,157,000  Other (=3 - About 1.89

(Long position)
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Changes in Share Capital and Shareholders

B. INFORMATION ON SHAREHOLDERS (Continued)

(E) (Continued)

Notes:
1. According to the notice of corporate substantial shareholders submitted by the Citigroup Inc..

(1) Interests in long position in 13,357 H shares in the Company were held by Citigroup Global Markets
Limited (“Citigroup Markets”), which was owned as to 100% by Citigroup Global Markets Holdings
Bahamas Limited (“Citigroup Bahamas"). Citigroup Bahamas was owned as to 90% by Citigroup Financial
Products Inc. (“Citigroup Financial”). Citigroup Financial was owned by Citigroup Global Markets Holdings
Inc. (“Citigroup Holdings”) and Citigroup Holdings was wholly owned by Citigroup Inc. Therefore,
Citigroup Bahamas, Citigroup Financial, Citigroup Holdings and Citigroup Inc. were deemed to be
interested in the shares held by Citigroup Markets under the SFO.

(2) Interests in long position in 960 H shares and short position in 960 H shares in the Company were held by
Citigroup Global Markets Hong Kong Limited (“Citigroup HK"). Citigroup HK was owned as to 100% by
Citigroup Financial. Therefore, Citigroup Financial, Citigroup Holdings and Citigroup Inc. were deemed to
be interested in the shares held by Citigroup HK under the SFO.

3) Interests in long position in 22,102,646 H shares were held by Citibank, N.A. which was wholly-owned by
Citicorp LLC. Citicorp LLC was wholly-owned by Citigroup Inc.. Therefore, Citicorp LLC and Citigroup Inc.
were deemed to be interested in the shares held by Citibank, N.A. under the SFO.

2. In which 1,000 long position H shares in the Company are unlisted derivatives to be settled in cash.

3. Interests in 2,912,000 long position H shares in the Company were held by LSV Emerging Markets Equity Fund,
LP (“LSV Markets Equity Fund”), interests in 542,000 long position H shares in the Company were held by LSV
Emerging Markets Small Cap Equity Fund, LP (“LSV Small Cap Equity Fund”) and interests in 703,000 long position
H shares in the Company were held by LSV International(AC) Value Equity Fund, LP (“LSV Value Equity Fund”). LSV
ASSET MANAGEMENT separately controls the 100% general partnership interest in LSV Markets Equity Fund, LSV
Small Cap Equity Fund and LSV Value Equity Fund. Therefore, LSV Markets Equity Fund, LSV Small Cap Equity Fund
and LSV Value Equity Fund were deemed to be interested in the shares held by LSV ASSET MANAGEMENT under
the SFO.

Save as disclosed above and so far as the Directors are aware, as at 30 June 2022, there was no other
person or corporation having an interest or short position in the shares and underlying shares of the
Company which were required to be notified to the Company the HKEX pursuant to Divisions 2 and 3 of
Part XV of the SFO or otherwise required and to be recorded in the register required to be maintained by
the Company under Section 336 of the SFO.
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C

Changes in Share Capital and Shareholders

INFORMATION ON DIRECTORS, SUPERVISORS, AND SENIOR MANAGEMENT

(A)

Interests in shares (A shares) of the current and the outgoing Directors, Supervisors

Name

Li Chuyuan
Yang Jun
Cheng Ning
Liu Juyan
Zhang Chunbo
Wu Changhai
Li Hong

Wong Hin Wing
Wang Weihong
Chen Yajin
Huang Min

Cai Ruiyu
Cheng Jinyuan
Jian Huidong
Huang Haiwen
Zheng Haoshan

Zheng Jianxiong
Huang Xuezhen

Note:

Position

Chairperson

Vice chairperson

Vice chairperson

Executive Director

Executive Director

Executive Director

Executive Director General
manager

Independent non-executive
Director

Independent non-executive
Director

Independent non-executive
Director

Independent non-executive
Director

Chairperson of the Supervisory
Committee

Supervisor

Supervisor

Deputy general manager

Deputy general manager

Deputy general manager

Secretary to the Board

manager of the Company.

Shares held
as at the
beginning of
the Reporting
Period

(share)

O O O O O o o

o O o o

2,300
0

Shares held as
at the end of
the Reporting
Period

(share)

O O O O O o O

o O o o

2,300
0

Change in
shareholding
during the
Reporting
Period
(share)

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

Reasons for
change

N/A
N/A
N/A
N/A
N/A
N/A
N/A

N/A
N/A
N/A
N/A
N/A
N/A
N/A
N/A
N/A

Note
N/A

Mr. Zheng Jianxiong held shares that were traded in the secondary market before he became the deputy general
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Changes in Share Capital and Shareholders

C. INFORMATION ON DIRECTORS, SUPERVISORS, AND SENIOR MANAGEMENT (Continued)

(B) Information on grant of incentive to the directors, supervisors and senior management
during the Reporting Period

[J Applicable v Not applicable

(C) Interests and short positions of Directors, Supervisors and senior management in the
shares, underlying shares and debentures of the Company

1. As at 30 June 2022, the directors, supervisors, senior management and their associates
who had any personal, family, corporate or other interests or short positions in the shares,
underlying shares or debentures of the Company or any of its associated corporation (within
the meaning of Part XV of the SFO) which would have to be notified to the Company and
the HKEX pursuant to Divisions 7 and 8 of Part XV of the SFO (including interests or short
positions which they are 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 therein, or which were required, pursuant to the Model Code, to be notified to
the Company and the HKEX were as follows:

Number of Percentage

shares of issued

Director Capacity Company (long position) A shares
(share) (%)

Li Hong Beneficial owner  Tian Xin 5,000 Note

Note: In the table above, the shares of Tian Xin held by Mr. Li Hong are company shares, which are non-listed
company shares, accounting for 0.01% of the shares of Tian Xin.

2. Saved as disclosed above, as at 30 June 2022, none of the directors, supervisors, chief
executive of the Company and their associates had any personal, family, corporate or other
interests or short positions in the shares, underlying shares or debentures of the Company
or any of its associated corporation (within the meaning of Part XV of the SFO) which
would have to be notified to the Company and the HKEX pursuant to Divisions 7 and 8 of
Part XV of the SFO (including interests or short positions which they are 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 therein, or which were required,
pursuant to the Model Code to be notified to the Company and the HKEX.
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Changes in Share Capital and Shareholders

D. EMPLOYEES OF THE GROUP

(A) At the end of the Reporting Period, the number of employees on the payroll register
of the Group was 24,771. The total salary payment for the first half of 2022 was
approximately RMB1.958 billion.

(B) The remuneration policy

The remuneration of the employees of the Group includes salary, subsidies, bonuses and other
fringe benefits such as five social insurances and one housing fund, and supplementary medical
insurance. The Group, while complying with the relevant laws and regulations, paid different
rate of remuneration for different employees, based on their performance, qualification, position
and other factors. Meanwhile, the Group provides professional and management channels
for the career development of employees, as a breakthrough to the predicament in the talent
development due to limited management positions, so that outstanding professionals can receive
enough recognition and incentives in the professional channel. In addition, the Group provides
employees with care such as shuttle bus, talent apartment various needs.

(©) Employees training plan

The Group attaches great importance to employees’ various career development needs. The
Group established corporate university and enterprise Communist Party school, developed a
sound training management system, and built teams with more than 100 internal lecturers.
Depending on the character is this of each type of talents, the Group combined the internal and
external trainings to build a comprehensive talent training system, covering employees at all levels
from the production line workers to the senior management of the enterprise, so as to promote
the growth of employees at all levels and the Company together.

E. DURING THE REPORTING PERIOD, THERE WAS NO CHANGE IN THE CONTROLLING
SHAREHOLDER OF THE COMPANY.

F. PUBLIC FLOAT

Based on the publicly available information and to the best knowledge of the directors of the Company,
the Company had maintained sufficient public float as at the latest practicable date prior to the issue of
this interim report.

G. PRE-EMPTIVE RIGHTS

According to the Articles of Association of the Company and the laws of the PRC, there is no
pre-emptive right which would oblige the Company to issue new shares to existing shareholders on a
pro-rata basis.

H. THERE WAS NO PURCHASE, DISPOSAL AND REDEMPTION OR CANCELLATION OF THE
LISTED SHARES OF THE COMPANY BY THE COMPANY OR ITS SUBSIDIARIES DURING THE
REPORTING PERIOD.
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Relevant Information on Preferred Shares

DURING THE REPORTING PERIOD, THE COMPANY DID NOT HAVE ANY PREFERRED SHARES.
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Relevant Information of Company Bonds

THERE WAS NO INFORMATION OF BONDS OF THE COMPANY DURING THE REPORTING PERIOD.
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Z_Consolidated Balance Sheet
.30 June 2022
(Unless otherwise stated, amount shall be expressed in RMB.)

Item

Current assets:

Cash at bank and on hand

Financial assets held for trading

Derivative financial assets

Notes receivable

Accounts receivable

Accounts receivable financing

Advances to suppliers

Other receivables

Including: Interest receivable
Dividends receivable

Inventories

Contract assets

Assets held for sales

Current portion of non-current assets

Other current assets

Total current assets

Non-current assets:
Debt investment
Other debt investment
Long-term receivables
Long-term equity investment
Other equity instrument investment
Other non-current financial assets
Investment properties
Fixed assets
Construction in progress
Bearer biological assets
Oil and gas assets
Right-of-use assets
Intangible assets
Development expenditure
Goodwiill
Long-term prepaid expenses
Deferred tax assets
Other non-current assets

Total non-current assets

Total Assets

Notes

V.1
V.2

V.3
V.4
V.5
V.6
V.7

V.7
V.8

V.9
V.10

V1

V.12
V.13
V.14
V.15
V.16
V.17
V.18

V.19
V.20
V.21
V.22
V.23
V.24
V.25

Guangzhou Baiyunshan Pharmaceutical Holdings Company Limited ¢ Interim Report 2022

30 June 2022

22,548,728,664.32
50,668,596.07
1,263,229,550.19
14,489,946,568.38
2,623,261,032.55
619,873,224.91
1,092,678,151.27

31 December 2021

22,376,927,861.43

1,222,097,099.65
12,816,537,107.40
3,171,865,961.20
779,239,826.44
1,178,714,393.77

343,766,959.00 343,766,959.00
8,191,793,952.43  10,437,733,799.99
109,089,166.67 =
1,499,985,593.87 827,458,411.57
52,489,254,500.66  52,810,574,461.45
811,314,168.68 630,712,084.75
1,628,036,876.40 1,562,878,567.36
125,476,204.59 123,422,079.79
1,008,789,924.35 574,277,570.93
209,469,045.89 213,975,748.27
3,488,292,549.13 3,347,591,974.10
1,683,560,138.83 1,564,091,121.32
2,629,770.00 2,804,475.00

762,259,047.17
2,559,559,921.90
15,330,675.52
829,473,066.90
140,281,676.63
830,876,290.68
215,970,174.56

769,839,539.91
2,582,390,492.30
10,567,467.71
829,473,066.90
132,477,737.46
794,232,420.03
168,480,956.67

14,311,319,531.23

13,307,215,302.50

66,800,574,031.89

66,117,789,763.95




Item

Current liabilities:
Short-term borrowings
Financial liabilities held for trading
Derivative financial liabilities
Notes payable
Accounts payable
Advances from customers
Contract liabilities
Employee benefits payable
Taxes payable
Other payables
Including: Interest payable

Dividends payable

Liabilities held for sales
Current portion of non-current liabilities
Other current liabilities

Total current liabilities

Non-current liabilities:
Long-term borrowings
Bonds payable
Including: Preferred stock

Perpetual bond
Lease liabilities
Long-term payables
Long-term employee benefits payable
Provisions
Deferred income
Deferred tax liabilities
Other non-current liabilities

Total non-current liabilities

Total Liabilities

Consolidated Balance Sheet

30 June 2022

(Unless otherwise stated, amount shall be expressedin RMB.)

Notes

V.26

V.27
V.28

V.29
V.30
V.31
V.32
V.32
V.32

V.33
V.34

V.35

V.36
V.37
V.38
V.39
V.40
V.24
V.41

30 June 2022

8,899,262,520.46

2,559,571,064.43
10,831,969,947.79

31 December 2021

8,428,008,311.52

3,445,815,661.30
11,287,152,869.54

1,186,802,820.03 2,740,338,069.29
947,451,156.34 949,975,749.08
538,122,907.26 233,496,725.47
4,721,453,624.20 4,577,200,581.59
- 460,278.35

205,380,929.35 55,789,451.94
253,092,825.65 245,802,906.86
740,224,480.68 346,060,329.07
30,677,951,346.84  32,253,851,203.72
1,250,619,536.61 752,812,083.34
496,995,246.20 497,697,835.96
20,396,504.60 20,464,502.00
304,655.11 304,247 .44
44,751,273.29 53,974,538.25
945,807,437.91 826,859,462.22
350,954,504.69 331,727,982 .44
53,996,954.48 53,429,349.59
3,163,826,112.89 2,537,270,001.24
33,841,777,459.73  34,791,121,204.96
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/. consolidated Balance Sheet

30 June 2022
(Unless otherwise stated, amount shall be expressed in RMB.)

Item Notes
Shareholders’ equity:
Share capital V.42
Other equity instruments
Including: Preferred stock
Perpetual bond
Capital surplus V.43
Less: Treasury shares
Other comprehensive income V.44
Special reserve
Surplus reserve V.45
Undistributed profits V.46

Total equity attributable to shareholders of
the parent company
Minority interest

Total Shareholders’ Equity

Total Liabilities and Shareholders’ Equity

Legal representative:

Li Chuyuan Liu Fei
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30 June 2022

1,625,790,949.00

9,957,004,727.02

(12,111,200.01)

1,908,713,749.53
17,061,280,410.22

31 December 2021

1,625,790,949.00

9,956,953,383.38

(17,476,356.88)

1,908,713,749.53
15,588,202,733.48

30,540,678,635.76
2,418,117,936.40

29,062,184,458.51
2,264,484,100.48

32,958,796,572.16

31,326,668,558.99

66,800,574,031.89

66,117,789,763.95

Principal in charge of accounting:

Head of accounting department:

Wu Chuling



Item

Consolidated Income Statement

January to June of 2022
(Unless otherwise stated, amount shall be expressedin RMB.)

Operating income

Less:

Add:

Operating costs
Taxes and surcharges
Selling and distribution expenses
General and administrative expenses
R&D expenses
Financial expenses
Including: Interest expense
Interest income
Other income
Investment income (“-" for loss)
Including: Share of profit or loss of associates and
joint ventures
Gains on termination of financial assets
measured at amortized cost (“-" for loss)
Gains on hedging of net exposure (“-" for loss)
Gains from changes in fair value (“-" for loss)
Impairment losses in respect of credit (“-" for loss)
Impairment losses in respect of assets (“-" for loss)
Gains on disposal of assets (“-" for loss)

"o

Operating profit (“-" for loss)

Add:

Non-operating income

Less: Non-operating expenses

Total profit (“-” for loss)
Less: Income tax expenses

Notes

V.47
V.47
V.48
V.49
V.50
V.51
V.52
V.52
V.52
V.53
V.54

V.54

V.55
V.56
V.57
V.58

V.59
V.60

V.61

Current period

37,220,450,549.68
29,515,378,779.95
159,605,764.96
3,185,948,061.06
1,067,964,512.35
441,319,390.36
(129,433,504.39)
207,955,559.92
354,817,498.21
319,246,813.47
55,355,804.65

66,721,169.39

(952,231.74)

(20,540,257.06)

(1,339,343.47)
554,973.05

3,331,993,304.29
9,609,130.75
9,369,794.70

3,332,232,640.34
583,300,834.15

Prior period

36,128,577,150.09
28,597,774,408.52
162,347,913.50
3,000,359,234.80
970,031,051.16
385,896,688.40
(73,534,603.45)
203,792,083.36
286,009,185.72
78,151,305.15
137,598,490.38

128,698,641.73

(6,219,324.42)
(36,976,500.79)
(13,152,332.97)

123,987.72

3,245,228,082.23
11,742,752.28
67,697,125.04

3,189,273,709.47
539,770,865.01
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. Y77 consolidated Income Statement
7 January to June of-2022
(Unless otherwise stated, amount shall be expressed in RMB.)

Item

IV. Net profit ("-” for net loss)
(I)  Classified by the continuity of operations
1. Net profit from continuing operations (
2. Net profit from discontinued operation (

"o

for loss)
“-" for loss)

(I Classified by ownership of the equity
1. Net profit attributable to the parent company's
shareholders (“-" for loss)
2. Minority interest (“-" for loss)

V. Other comprehensive income, net of tax
(I)  Other comprehensive income, net of tax attributable
to the parent company’s shareholders
1. Other comprehensive income that will not be
reclassified to profit or loss
(1) Changes arising from the remeasurement of
defined benefit obligation
(2) Other comprehensive income that will not be
reclassified to profit or loss under equity method
(3) Change in fair value of other equity instrument
investments
(4) Change in fair value of the company’'s own
credit risk
2. Other comprehensive income that may be
reclassified into profit or loss
(1) Other comprehensive income that may be
reclassified to profit or loss under equity method
(2) Change in fair value of other debt investments
(3) The amount of financial assets reclassified into
other comprehensive income
(4) Provision for credit loss of other debt
investments
(5) Cash flow hedge reserve
(6) Difference arising from the translation of
foreign currency financial statements
(7) Others
(I Other comprehensive income, net of tax attributable
to minority shareholders

Notes

V.44

V.44

V.44

V.44

V.44

V.44

V.44

V.44
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Current period

2,748,931,806.19

2,748,931,806.19

2,589,996,058.70
158,935,747.49

4,550,379.61
5,365,156.87

(174,219.35)

(174,219.35)

5,539,376.22

(2,786,826.92)

612,802.38

7,713,400.76

(814,777.26)

Prior period
2,649,502,844.46

2,649,502,844.46

2,502,380,845.33
147,121,999.13

(4,580,485.54)
(4,044,073.29)

(900,555.64)

(900,555.64)

(3,143,517.65)

(6,305,013.20)

4,873,734.42

(1,712,238.87)

(536,412.25)



Consolidated Income Statement

January to June of 2022
(Unless otherwise stated, amount shall be expressedin RMB.)

Item Notes Current period Prior period

VI. Total comprehensive income 2,753,482,185.80 2,644,922,358.92

1. Total comprehensive income attributable to shareholders

of the parent company 2,595,361,215.57 2,498,336,772.04
2. Total comprehensive income attributable to minority
shareholders 158,120,970.23 146,585,586.88

VII. Earnings per share (EPS): - _
1. Basic earnings per share V.62 1.593 1.539

2. Diluted earnings per share V.62 1.593 1.539
Legal representative: Principal in charge of accounting: Head of accounting department:
Li Chuyuan Liu Fei Wu Chuling
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/_consolidat

January to June of 2022

(Unless otherwise stated, amount shall be expressed in RMB.)

Item

Cash flow from operating activities:
Cash receipts from the sale of goods and the rendering

of services

Receipts of taxes refunds
Other cash receipts relating to operating activities

Subtotal of cash inflow from operating activities

Cash payments for goods purchased and services received
Cash payments to and on behalf of employees

Payments of all types of taxes

Other cash payments relating to operating activities

Subtotal of cash outflow from operating activities

Net cash flow from operating activities

Cash flow from investing activities:

Cash receipts from returns of investments

Cash receipts from returns on investments

Net cash receipts from disposals of fixed assets, intangible
assets and other long-term assets

Net cash receipts from the disposals of subsidiaries and

other business units

Other cash receipts relating to investing activities

Subtotal of cash inflow from investment activities

Cash payments to acquire and construct fixed assets,
intangible assets and other long-term assets

Cash payments to acquire investments

Net cash payments for acquisitions of subsidiaries and

other business units

Other cash payments relating to investing activities

Subtotal of cash outflow from investment activities

Net cash flow from investing activities

éd Statement of Cash Flow

Notes

V.63

V.63

V.63

Guangzhou Baiyunshan Pharmaceutical Holdings Company Limited ¢ Interim Report 2022

Current period Prior period
33,989,948,540.00 33,970,829,884.23
41,637,507.65 8,646,819.66
994,689,666.73 1,040,450,730.94
35,026,275,714.38  35,019,927,434.83
27,273,658,932.42  26,651,904,411.98
2,835,857,143.58 2,655,573,707.98
1,500,638,519.58 1,624,676,919.19
1,703,906,680.94 1,903,362,780.30

33,314,061,276.52

32,835,517,819.45

1,712,214,437.86 2,184,409,615.38
83,500,000.00 259,000,000.00
13,015,697.28 122,149,357.56
1,087,473.45 1,080,998.39

- 33,386,871.10

14,007.36 127,897.99
97,617,178.09 415,745,125.04
550,584,636.29 482,197,680.93
2,175,559,088.75 211,562,500.00
1,900,000.00 =
2,728,043,725.04 693,760,180.93
(2,630,426,546.95) (278,015,055.89)




Consolidated Statement of Cash Flow

January to June of 2022
(Unless otherwise stated, amount shall be expressedin RMB.)

)

Item Notes Current period Prior period
lll. Cash flow from financing activities:
Cash receipts from investors making investment in
the enterprise - 1,000,000.00
Including: cash receipts from minorities making
investment in subsidiaries - 1,000,000.00
Cash receipts from borrowing 5,993,665,943.16 6,760,997,866.69
Other cash receipts relating to financing activities V.63 2,334,506,543.26 1,587,802,938.05
Subtotal of cash inflow from financing activities 8,328,172,486.42 8,349,800,804.74
Cash repayments of amounts borrowed 4,622,417,506.07 4,591,429,671.67
Cash payments for distribution of dividends, profits or
interest expenses 1,146,263,512.64 963,542,068.95
Including: payments for distribution of dividends or
profit to minorities of subsidiaries 6,040,049.31 22,669,578.53
Other cash payments relating to financing activities V.63 1,464,982,961.10 1,497,676,455.26
Subtotal of cash outflow from financing activities 7.233,663,979.81 7,052,648,195.88
Net cash flow from financing activities 1,094,508,506.61 1,297,152,608.86
IV. Effect of foreign exchange rate changes on cash and
cash equivalents 5,229,741.11 387,317.83
V. Net increase in cash and cash equivalents V.64 181,526,138.63 3,203,934,486.18
Add: opening balance of cash and cash equivalents V.64 21,013,364,042.22  17,765,132,774.10
VI. Closing balance of cash and cash equivalents V.64 21,194,890,180.85  20,969,067,260.28

Head of accounting department:
Wu Chuling

Legal representative: Principal in charge of accounting:
Li Chuyuan Liu Fei
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(Unless otherwise stated, amount shall be expressed in RMB.)
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Item

Current assets:

Cash at bank and on hand

Financial assets held for trading

Derivative financial assets

Notes receivable

Accounts receivable

Accounts receivable financing

Advances to suppliers

Other receivables

Including: Interest receivable
Dividends receivable

Inventories

Contract assets

Assets held for sales

Current portion of non-current assets

Other current assets

Total current assets

Non-current assets:
Debt investments
Other debt investments
Long-term receivables
Long-term equity investments
Other equity instrument investments
Other non-current financial assets
Investment properties
Fixed assets
Construction in progress
Bearer biological assets
Oil and gas assets
Right-of-use assets
Intangible assets
Development expenditure
Goodwiill
Long-term prepaid expenses
Deferred tax assets
Other non-current assets

Total non-current assets

Total Assets

/-7 Parent Company'’s Balance Sheet
#7\.30 June 2022
(Unless otherwise stated, amount shall be expressed in RMB.)

Notes 30 June 2022

7,755,358,560.58

1,068,389,570.45

XIV.1 132,991,345.04
186,768,040.15

29,102,722.96

XIV.2 794,215,303.24
XIV.2 506,821,857.43
450,002,587.82

109,089,166.67
1,228,104,908.37

31 December 2021

8,991,577,533.57

603,537,592.78
116,916,915.21
484,779,528.24

28,967,445.79
761,938,917.95
506,821,857.43
510,031,189.16

288,682,032.73

11,754,022,205.28

11,786,431,155.43

532,799,307.53

XIV.3 11,101,789,808.27
125,476,204.59
1,003,461,505.21
184,414,055.52
444,563,651.10
377,847,857.82

21,667,024.79
1,780,048,130.05
7,054,109.82
6,045,863.36
140,450,938.86
97,433,596.00

630,712,084.75

10,692,296,313.26
123,422,079.79
505,481,080.39
188,683,134.87
460,623,906.17
307,099,279.34

9,625,266.13
1,785,222,494.55
5,039,438.12

6,652,382.79
139,999,052.08
97,433,596.00

15,823,052,052.92

14,952,290,108.24

27,577,074,258.20

26,738,721,263.67

1 02 Guangzhou Baiyunshan Pharmaceutical Holdings Company Limited ¢ Interim Report 2022



Item

Current liabilities:
Short-term borrowings
Financial liabilities held for trading
Derivative financial liabilities
Notes payable
Accounts payable
Advances from customers
Contract liabilities
Employee benefits payable
Taxes payable
Other payables
Including: Interest payable

Dividends payable

Liabilities held for sales
Current portion of non-current liabilities
Other current liabilities

Total current liabilities

Non-current liabilities:
Long-term borrowings
Bonds payable
Including: Preferred stock

Perpetual bond
Lease liabilities
Long-term payables
Long-term employee benefits payable
Provisions
Deferred income
Deferred tax liabilities
Other non-current liabilities

Total non-current liabilities

Total Liabilities

Parent Company’s Balance Sheet
30 June 2022
(Unless otherwise stated, amount shall be expressedin RMB.)

Notes 30 June 2022

276,000,000.00

673,294,396.21
152,497,908.71
105,279,951.58
104,405,575.74
4,770,552,734.74

152,165,254.89

10,324,428.93
22,954,579.25

31 December 2021

351,000,000.00

596,450,947.87

247,569,894.61
85,854,490.97
39,739,006.55
3,762,368,113.81

933,501.09

7,351,754.77
34,323,017.43

6,115,309,575.16

5,124,657,226.01

297,550,000.00

12,910,559.39
7,802,224.39
713,959,457.19
95,058,244.71
37,495,079.29
84,979.13

297,550,000.00

3,996,738.36
7,802,224.39
620,150,567.19
69,064,504.53
35,981,971.76
72,413.91

1,164,860,544.10

1,034,618,420.14

7,280,170,119.26

6,159,275,646.15

Guangzhou Baiyunshan Pharmaceutical Holdings Company Limited ¢ Interim Report 2022
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-2 Parent Company'’s Balance Sheet
#7730 June 2022
(Unless otherwise stated, amount shall be expressed in RMB.)

Item Notes
Shareholders’ equity:
Share capital
Other equity instruments
Including: Preferred stock
Perpetual bond
Capital surplus
Less: Treasury shares
Other comprehensive income
Special reserve
Surplus reserve
Undistributed profits

Total Shareholders’ Equity

Total Liabilities and Shareholders’ Equity

Legal representative:
Li Chuyuan

Principal in charge of accounting:
Liu Fei

Guangzhou Baiyunshan Pharmaceutical Holdings Company Limited ¢ Interim Report 2022

30 June 2022

1,625,790,949.00

9,819,327,969.93

(1,536,236.96)

1,536,105,314.93
7,317,216,142.04

31 December 2021

1,625,790,949.00

9,819,327,969.93

(1,362,017.61)

1,536,105,314.93
7,599,583,401.27

20,296,904,138.94

20,579,445,617.52

27,577,074,258.20

26,738,721,263.67

Head of accounting department:

Wu Chuling



Parent Company'’s Income Statement

Item

Operating income

Less:

Add:

Operating costs

Taxes and surcharges

Selling and distribution expenses

General and administrative expenses

R&D expenses
Financial expenses

Including: Interest expense
Interest income

Other income

Investment income (

"o

for loss)

Notes

XIV.4
XIV.4

XIV.5

Including: Share of profit or loss of associates and
joint ventures

Gains on termination of financial assets
measured at amortized cost (“-" for loss)

Gains on hedging of net exposure (
Gains from changes in fair value (“-" for loss)

"o

Impairment losses in respect of credit
Impairment losses in respect of assets

Gains on disposal of assets (“-" for loss)

Operating profit (“-" for loss)
Add: Non-operating income

Less: Non-operating expenses

Total profit (“-” for loss)

Less: Income tax expenses

Net profit (“-" for net loss)
1. Net profit from continuing operations (“-" for loss)
2. Net profit from discontinued operation (“-" for loss)

XIV.5

for loss)

January to June of 2022
(Unless otherwise stated, amount shall be expressedin RMB.)

Current period

2,227,972,697.03

784,483,901.40
23,023,761.33
463,166,439.68
172,682,838.74
140,656,987.29
(72,330,138.03)
11,655,619.71
84,107,217.44
24,462,944.58
216,178,321.88

78,335,592.31

(2,019,575.18)
(372,023.52)
2,314,602.99

956,853,177.37
1,143,854.41
1,758,248.39

956,238,783.39
121,687,660.66

834,551,122.73
834,551,122.73

Prior period

2,540,833,502.58
1,156,346,611.44
18,859,959.09
441,736,760.06
158,556,366.62
129,587,717.55
(68,030,663.21)
11,228,867.03
79,411,690.32
10,600,936.17
141,352,511.73

128,947,186.46

(6,378,392.70)
189,593.58
(12,265,641.45)

837,275,758.36
1,514,543.12
3,172,262.96

835,618,038.52
87,877,621.17

747,740,417.35
747,740,417.35

Guangzhou Baiyunshan Pharmaceutical Holdings Company Limited ¢ Interim Report 2022

)

105



106

Parent Company’s Income Statement

January to June of 2022
(Unless otherwise stated, amount shall be expressed in RMB.)

Item Notes

V. Other comprehensive income, net of tax
(I)  Other comprehensive income that will not be

reclassified to profit or loss

1. Changes arising from the remeasurement of
defined benefit obligation

2. Other comprehensive income that will not be
reclassified to profit or loss under equity method

3. Change in fair value of other equity instrument
investments

4. Change in fair value of the company’s own
credit risk

(I Other comprehensive income that may be reclassified

into profit or loss

1. Other comprehensive income that may be
reclassified to profit or loss under equity method

2.Change in fair value of other debt investments

3.The amount of financial assets reclassified into
other comprehensive income

4. Provision for credit loss of other debt investments

5. Cash flow hedge reserve

6. Difference arising from the translation of foreign
currency financial statements

7.0thers

VI. Total comprehensive income

VII. Earnings per share (EPS):
1. Basic earnings per share
2. Diluted earnings per share

Legal representative:

Li Chuyuan Liu Fei

Guangzhou Baiyunshan Pharmaceutical Holdings Company Limited ¢ Interim Report 2022

Current period Prior period
(174,219.35) (900,555.64)
(174,219.35) (900,555.64)
(174,219.35) (900,555.64)

834,376,903.38 746,839,861.71

Principal in charge of accounting:

Head of accounting department:

Wu Chuling



Item

Parent Company'’s Statement of Cash Flow

January to June of 2022
(Unless otherwise stated, amount shall be expressedin RMB.)

Cash flow arising from operating activities:

Cash receipts from the sale of goods and the rendering
of services

Receipts of taxes refunds

Other cash receipts relating to operating activities

Subtotal of cash inflow from operating activities

Cash payments for goods purchased and services received
Cash payments to and on behalf of employees

Payments of all types of taxes

Other cash payments relating to operating activities

Subtotal of cash outflow from operating activities

Net cash flow from operating activities

Cash flow from investing activities:

Cash receipts from returns of investments

Cash receipts from returns on investments

Net cash receipts from disposals of fixed assets, intangible
assets and other long-term assets

Net cash received from disposal of subsidiaries and other
business units

Other cash receipts relating to investing activities

Subtotal of cash inflow from investment activities

Cash payments to acquire and construct fixed assets,
intangible assets and other long-term assets

Cash payments to acquire investments

Net cash payments for acquisitions of subsidiaries and
other business units

Other cash payments relating to investing activities

Subtotal of cash outflow from investment activities

Net cash flow from investing activities

Notes

Current period

1,398,461,304.51
517,320.24
333,024,748.89

Prior period

1,744,289,460.66

421,185,801.79

1,732,003,373.64

2,165,475,262.45

165,632,543.72

766,421,651.44

246,542,309.24 242,076,772.19
215,418,308.55 175,085,356.74
130,250,768.36 64,209,187.69
757,843,929.87 1,247,792,968.06

974,159,443.77

917,682,294.39

721,059,544.75

56,080.00

4,218,785.15

917,311,725.76

31,200.00

364,786,749.34

725,334,409.90 1,282,129,675.10
93,881,079.97 77,514,585.14
1,792,507,088.75 391,582,500.00
- 202,000,000.00
1,886,388,168.72 671,097,085.14
(1,161,053,758.82) 611,032,589.96

Guangzhou Baiyunshan Pharmaceutical Holdings Company Limited ¢ Interim Report 2022

107



108

/. parent Co

January to June of 2022
(Unless otherwise stated, amount shall be expressed in RMB.)

Item Notes

lll. Cash flow from financing activities:
Cash receipts from investors making investment in
the enterprise
Cash receipts from borrowing
Other cash receipts relating to financing activities

Subtotal of cash inflow from financing activities

Cash repayments of amounts borrowed

Cash payments for distribution of dividends, profits or
interest expenses

Other cash payments relating to financing activities

Subtotal of cash outflow from financing activities

Net cash flow from financing activities

IV. Effect of foreign exchange rate changes on cash and
cash equivalents

V. Net increase in cash and cash equivalents
Add: opening balance of cash and cash equivalents

VI. Closing balance of cash and cash equivalents

Legal representative:

Li Chuyuan Liu Fei

Guangzhou Baiyunshan Pharmaceutical Holdings Company Limited ¢ Interim Report 2022

rﬁpany's Statement of Cash Flow

Current period

26,000,000.00

Prior period

101,000,000.00
626,356.26

26,000,000.00

101,626,356.26

101,000,000.00

971,301,890.83
3,522,767.11

766,213,940.60
3,012,308.50

1,075,824,657.94

769,226,249.10

(1,049,824,657.94)

(667,599,892.84)

(1,236,718,972.99)
8,991,462,127.17

861,114,991.51
7,290,448,816.07

7,754,743,154.18

8,151,563,807.58

Principal in charge of accounting:

Head of accounting department:

Wu Chuling
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January to June of 2022

(Unless otherwise stated, amount shall be expressedin RMB.)
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Notes to the Financial Statements '

For January - June 2022
(Unless otherwise stated, amount shall be expressedin RMB.)

I GENERAL INFORMATION
1. Company overview

According to the Circular Tigaisheng [1997] No.139 issued by the State Commission for
Restructuring the Economic Systems, Guangzhou Baiyunshan Pharmaceutical Holdings Co.,
Ltd. (hereinafter referred to as “the Group” or “the Company”) was incorporated solely by
Guangzhou Pharmaceutical Holdings Limited (hereinafter referred to as “GPHL"). The 8 Chinese
Patent Medicine (“CPM") manufacturing companies and 3 pharmaceutical trading companies
under GPHL were restructured and the stated-owned equity interest in the assets of these
companies were injected into the Company. The Company obtained its business license on 1
September 1997 and the registered number is 440101000005674.

According to the Circular Tigaisheng [1997] No.145 issued by the State Commission for
Restructuring the Economic Systems and Circular Zhengweifa [1997] No.56 issued by the
Securities Regulatory Commission of the State Council, the Group issued 219,900,000 shares
on Hong Kong Stock Exchange (H shares) in October 1997. As approved by China Securities
Regulatory Commission on 10 January 2001, 78,000,000 ordinary shares (A share) of the Group
were issued and the Group was listed on Shanghai Stock Exchange on 6 February 2001. The stock
abbreviation is “GZ Phar.”, and the stock code was 600332.

The Group executed and completed a material asset restructuring transaction in 2013, which
includes: (1) The Group issued an addition of 445,601,005 A shares by way of share swap to
absorb and merger Baiyunshan Co., Ltd. (hereinafter referred to as “Baiyunshan”), a subsidiary
of GPHL, in May 2013. (2) The Group issued an addition of 34,839,645 A shares to GPHL, as
consideration payment, to acquire the buildings and trademarks which were owned by GPHL
or GPHL had the right to dispose of, and 100% equity interest of Guangzhou Pharmaceutical
Baiyunshan Hong Kong Company Limited (hereinafter referred to as “Guangyao Baiyunshan
Hong Kong Company”) (Previously named “Polian Development Co., Ltd.”), a subsidiary of
GPHL, and 12.5% equity interest of Baxter Healthcare Co., Ltd. (hereinafter referred to as “Baxter
Healthcare”) held by GPHL. The Company completed the registration of the shares on 5 July
2013. After the completion of the above-mentioned assets restructuring processes, the Group's
total amount of outstanding shares was 1,291,340,650 shares. The stock abbreviation was
changed into “BYS”.

According to the Indemnification Agreement in Respect of the Difference Between Actual Number
of Net Income of Assets to be Purchased and Forecast of Net Income entered into between the
Group and GPHL, the Company repurchased 261,400 shares of A shares held by GPHL for a
total of RMB1, which was cancelled on 27 April 2015. The registration procedures of repurchase
and cancellation were completed on 7 May 2015. After the completion of the above-mentioned
restructuring, the Group’s general capital is 1,291,079,250 shares.

Guangzhou Baiyunshan Pharmaceutical Holdings Company Limited ¢ Interim Report 2022 1 1 1
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Notes to the Financial Statements

For January — June 2022
(Unless otherwise stated, amount shall be expressed in RMB.)

GENERAL INFORMATION (Continued)

Company overview (Continued)

The Group offered 334,711,699 RMB common shares (A share) non-publicly in 2016. Capital
stock was increased by 334,711,699 shares, and the Group’s general capital increased to
1,625,790,949 shares.

The parent company and the ultimate controlling party are GPHL and Guangzhou State-owned
Assets Supervision and Administration Commission respectively.

The approved business scope of the Company and its subsidiaries as included in the consolidated
financial statements includes: (1) Research, development, manufacturing and sales of Chinese and
Western medicine, chemical raw medicine, natural medicine, biological medicine, intermediate
product of chemical raw medicine; (2) The wholesale, retail, import and export business of
Western medicine, Chinese medicines and medical instruments; (3) Research, development,
manufacturing and sale of Great Health products; (4) Investment in medical, health management
and youth preservation, etc.

The major CPM products of the Group include: Xiao Ke Pill (“JH&3*1"), Banlangen Granules series
("IREEARFANL ZF"), Zi Shen Yu Tai Pills ("7ZZ BRaAL"), Xiao Chai Hu Granules (“/NSEEAEERL "),
Fu Fang Dan Shen Tablets series ("4 42/ £%1”), Qing Kai Ling series ("5 E® & %1"), Hua
Tuo Zai Zao Pill (“ZE{EFHEA"), Xia Sang Ju Granules (" E 551 "), Bao Ji series, (“{RIEZ5"),
Xiao Er Qi Xing Cha Granules ("/NZ+H2Z8F8H "), An Gong Niu Huang Pills (“&Z= 4= A"),
Zhuang Yao Jian Shen Pills (“AtFE{EEF."), Shu Jin Jian Yao Pills (“&FEHEIZAL"), Mi Lian Chuan
Bei Pi Pa Gao Jelly (“Z&)I| BMLAEE "), etc. The main products of western medicine are cefixime
series, sildenafil citrate, cefathiamidine, cefprozil series, argafen powder series, amoxicillin, etc.
The main products of pre-packaged food manufacturers include Wang Lao Ji Herbal Tea (“ %
SREL"), Ci Ning Ji series (“RIIEZE Z751"), etc.

The financial statements were authorized for issue by the Board on 19 August 2022.
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Notes to the Financial Statements
For January - June 2022
(Unless otherwise stated, amount shall be expressedin RMB.)
I GENERAL INFORMATION (Continued)
2. Scope of consolidation
Information about the subsidiaries of the Company please refer to Note VII “Equity in Other
Entities”.
Changes on the scope of consolidated financial statements at current period please refer to Note
VI “Changes in the Scope of Consolidation”.
Name of subsidiary Control
Guangzhou Baiyunshan Xing Qun Pharmaceutical Holdings Co., Ltd. Direct holding
(hereinafter referred to as “Xing Qun”)
Guangzhou Baiyunshan Xing Qun Health Technology Co., Ltd. Indirect holding
Guangzhou Baiyunshan Zhong Yi Pharmaceutical Co., Ltd. (hereinafter Direct holding
referred to as “Zhong Yi")
Guangzhou Baiyunshan Zhong Sheng Great Health Development Co., Ltd. Indirect holding
Guangzhou Baiyunshan Chen Li Ji Pharmaceutical Factory Co., Ltd. Direct holding
(hereinafter referred to as “Chen Li Ji")
Guangzhou Baiyunshan Chen Li Ji Great Health Industry Co., Ltd. Indirect holding
Guangzhou Baiyunshan Han Fang Contemporary Pharmaceutical Co., Ltd. Direct holding
(hereinafter referred to as “Guangzhou Han Fang”)
Guangyao Hanfang (Zhuhai Henggin) Pharmaceutical Co., Ltd. Indirect holding
Tibet Guangyao Hanfang Ganoderma lucidum Industry Co., Ltd. Indirect holding
Guangzhou Qi Xing Pharmaceutical Factory Co., Ltd. Direct holding
Guangzhou Baiyunshan Qi Xing Pharmaceutical Co., Ltd. (hereinafter Indirect holding
referred to as “Qi Xing")
Guangzhou Baiyunshan Jing Xiu Tang Pharmaceutical Co., Ltd. (hereinafter ~ Direct holding
referred to as “Jing Xiu Tang”)
Guangzhou Jing Xiu Tang 1790 Trading Co., Ltd. Indirect holding
Guangzhou Baiyunshan Jiujigong Health Industry Co., Ltd. Indirect holding
Jingxiutang (Ningbo) Health Industry Development Co., Ltd. Indirect holding
Guangzhou Baiyunshan Pan Gao Shou Pharmaceutical Co., Ltd. (hereinafter  Direct holding
referred to as “Pan Gao Shou”)
Guangzhou Pan Gao Shou Natural Healthcare Products Co., Ltd. Indirect holding
Guangzhou Wang Lao Ji Pharmaceutical Co., Ltd. (hereinafter referred to as  Direct holding
“Wang Lao Ji")
Guangzhou Wang Lao Ji Food Co., Ltd. Indirect holding
Guangyao Wang Lao Ji (Bijie) Industry Co., Ltd. Indirect holding
Guangzhou San Gong Zai Pharmaceutical Co, Ltd. Indirect holding
Guangzhou Pharmaceutical Co., Ltd. (hereinafter referred to as “GP Corp.”) Direct holding
Guangzhou Jian Min Pharmaceutical Chain Co., Ltd. Indirect holding
Guangzhou Jian Min Pharmaceutical Co., Ltd. Indirect holding
Guangyao Qi Hua Medical Instruments Co., Ltd. Indirect holding
Guangzhou Baiyunshan Pharmaceutical Holdings Company Limited ¢ Interim Report 2022 1 1 3
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(Unless otherwise stated, amount shall be expressed in RMB.)

l. GENERAL INFORMATION (Continued)

2. Scope of consolidation (Continued)

Name of subsidiary

Fujian Guangyao Jie Da Pharmaceutical Co., Ltd.

Hubei Guangyao An Kang Pharmaceutical Co., Ltd.

Guangzhou Guo Ying Pharmaceutical Co., Ltd.

Guangzhou Xin Te Pharmaceutical Co., Ltd.

Foshan Guangyao Jian Ze Pharmaceutical Co., Ltd.

Shenzhen Guangyao Lian Kang Pharmaceutical Co., Ltd.

Hunan Guangyao Heng Sheng Pharmaceutical Co., Ltd.

Hainan Guangyao Chen Fei Pharmaceutical Co., Ltd.

Hainan Guangyao Chen Fei Pharmacy Chain Co., Ltd.

Guangyao Shanxi Pharmaceutical Co., Ltd.

Guangdong Meixian Pharmaceutical Co., Ltd.

Jiangmen Guangyao Qiao Kang Pharmaceutical Co., Ltd.

Guangyao Sichuan Pharmaceutical Co., Ltd.

Guangxi Guangyao Xin Shi Dai Pharmaceutical Co., Ltd.

Guangzhou Pharmaceutical (Hong Kong) Co., Ltd.

Jian Min International Co., Ltd.

Zhuhai Guangyao Kang Ming Pharmaceutical Co., Ltd.

Foshan Guangyao Feng Kang Pharmaceutical Co., Ltd.

Guangzhou Pharmaceutical Pharmacy Co., Ltd.

Guangzhou Pharmaceutical Information Technology Co., Ltd.

Zhongshan Guangyao Gui Kang Pharmaceutical Co., Ltd.

Guangyao (Qingyuan) Pharmaceutical Co., Ltd.

Qingyuan Guangyao Zheng Kang Pharmaceutical Co., Ltd.

Guangyao (Zhuhai Hengqin) Pharmaceutical Import & Export Co., Ltd.

Guangyao (Guangzhou Huadu) Pharmaceutical Co., Ltd.

Guangzhou Chinese Medicine Corporation Cai Zhi Lin Medicine Chain
Pharmacies

Guangzhou Ao Ma Medical Instruments Co., Ltd.

Guangzhou Cai Zhi Lin Pharmaceutical Co., Ltd. (hereinafter referred to as
“Cai zZhi Lin")

Meizhou Guangyao Cai Zhi Lin Pharmaceutical Co., Ltd.

Guangzhou baiyunshan Chinese Medical Drink and Pill Co., Ltd.

Guangzhou Cai Zhi Lin Medicinal Co., Ltd.

Heilongjiang Sengong Guangyao Raw Medicine Development Co., Ltd.

Wulanchabu Guangyao Chinese Raw Medicine Development Co., Ltd.

Shandong Guangyao Chinese Raw Medicine Development Co., Ltd.

Meizhou Guangyao Cai Zhi Lin Pharmaceutical Co., Ltd.

Gansu Guangyao baiyunshan Chinese Medicine Technology Co., Ltd.

Guangzhou Cai Zhi Lin National Medical Museum Co., Ltd.

Guangzhou Baiyunshan Pharmaceutical Holdings Company Limited ¢ Interim Report 2022
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. GENERAL INFORMATION (Continued)

2. Scope of consolidation (Continued)
Name of subsidiary Control
Guangzhou Hanchao Chinese Medical Technology Co., Ltd. Indirect holding

Guangzhou Baiyunshan Bai Di Bio-Technology Co., Ltd. (hereinafter referred Direct holding
to as “Guangzhou Bai Di")

Guangzhou Baiyunshan Wei Yi Industries Co., Ltd. Indirect holding

Tibet Linzhi Guangyao Development Co., Ltd. Indirect holding

Guangzhou Wang Lao Ji Great Health Industry Co., Ltd. (hereinafter referred Direct holding
to as “WLJ Great Health”)

Wang Lao Ji Great Health Industry (Ya'an) Co., Ltd. Indirect holding
Guangzhou Wang Lao Ji Great Health Enterprise Development Co., Ltd. Indirect holding
Wang Lao Ji Great Health Industry (Beijing) Sales Co., Ltd. Indirect holding
Wang Lao Ji Great Health Industry (Meizhou) Co., Ltd. Indirect holding
Guangzhou Wang Lao Ji Great Health E-Commerce Co., Ltd. Indirect holding
Wang Lao Ji Great Health Industry (Lanzhou) Co., Ltd. Indirect holding
Guizhou Wang Lao Ji Ci Ning Ji Industry Development Co., Ltd. Indirect holding
WLJ Great Health (Maoming) Lychee Industry Development Co., Ltd. Indirect holding
Guangzhou Wang Lao Ji Lychee Industry Development Co., Ltd. Indirect holding
WLJ Great Health Industry (Zhuhai Henggin) Co., Ltd. Indirect holding

Guangxi Baiyunshan Ying Kang Pharmaceutical Co., Ltd. (hereinafter referred Direct holding
to as “Guangxi Ying Kang”)

Guangzhou Guangyao Yi Gan Biological Product Co., Ltd. (hereinafter Direct holding
referred to as "Yi Gan")

Guangzhou Baiyunshan Medical and Health Industry Investment Co., Ltd. Direct holding
(hereinafter referred to as “BYS M&H Industry”)

Tibet Linzhi Baiyunshan Tibetan Health Castle Management Co., Ltd. Indirect holding

Guangzhou Baiyunshan Hospital Co., Ltd. Indirect holding

Guangzhou Baiyunshan Run Kang Confinement Service Center Co., Ltd. Indirect holding

Guangzhou Baiyunshan Chinese Medicine Hospital Co., Ltd. Indirect holding

Guangzhou Baiyunshan 157 hospital Co., Ltd. Indirect holding

Guangzhou Baiyunshan Xing Zhu Pharmaceutical Co., Ltd. (hereinafter Direct holding
referred to as “Xing Zhu")

Guangzhou Wang Lao Ji Investment Co., Ltd. (hereinafter referred to as Direct holding

“Wang Lao Ji Investment”)
Guangzhou WLJ Catering Management Development Co., Ltd. (hereinafter  Indirect holding
referred to as “WLJ Catering”)

Guangzhou Baiyunshan Tian Xin Pharmaceutical Co., Ltd. (hereinafter Direct holding
referred to as “Tian Xin")

Guangzhou Baiyunshan Tian Xin Pharmaceutical Technology Co., Ltd. Indirect holding

Guangzhou Baiyunshan Guang Hua Pharmaceutical Co., Ltd. (hereinafter Indirect holding

referred to as “Guang Hua")

Guangzhou Baiyunshan Pharmaceutical Holdings Company Limited ¢ Interim Report 2022 1 1 5
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GENERAL INFORMATION (Continued)

Scope of consolidation (Continued)

Name of subsidiary

Guangzhou Baiyunshan Guang Hua Health Products Co., Ltd. (hereinafter
referred to as “Guang Hua Health"”)

Guangzhou Baiyunshan Ming Xing Pharmaceutical Co., Ltd. (hereinafter
referred to as “Ming Xing”)

Guangzhou Xing Ji Industries Co., Ltd.

Baiyunshan Weiling Pharmaceutical Co., Ltd. (hereinafter referred to as

“Weiling”)

Guangzhou Baiyunshan Pharmaceutical Technological Development Co., Ltd.
(hereinafter referred to as “Pharmaceutical Technological”)

Wang Lao Ji Da Zhai Beverages Co., Ltd.

Guangzhou Wang Lao Ji Da Zhai Beverages Co., Ltd.

Guangzhou Pharmaceutical Baiyunshan Hong Kong Company Limited
(hereinafter referred to as “Guangyao Baiyunshan Hong Kong Company”)
Guangzhou Baiyunshan Macao Co., Ltd.

Guangyao International (Zhuhai Henggin) Traditional Chinese Medicine

Industry Co., Ltd.

Guangyao Baiyunshan Chemical Pharmaceutical (Zhuhai) Co., Ltd.

Zhejiang Baiyunshan Anlikang Pharmaceutical Co., Ltd.

Guangyao Baiyunshan Chemical Pharmaceutical (Zhuhai) Co., Ltd.
Guangzhou Haima Pharmaceutical Advertising Co., Ltd. (hereinafter referred
to as “Guangyao Haima")

Guangzhou Baiyunshan Pharmaceutical Marketing Co., Ltd.

Guangzhou Baiyunshan Jin Ge Male Health Consulting Co., Ltd.

Guangzhou Pharmaceutical Research Institute (“Guangyao General

Institute”)

Guangzhou Baiyunshan Bi Ge Biotechnology Co., Ltd.

Guangzhou Baiyunshan Medical Instruments Investment Co., Ltd. (hereinafter
referred to as “Medical Instruments investment”)

Guangzhou Baiyunshan Yi Hu Health Technology Co., Ltd.

Guangzhou Baiyunshan Health Care Medical Products Co., Ltd.

Guangzhou Baiyunshan Chemical Pharmaceutical Technology Co., Ltd.
Guangzhou Chuangying Guangyao Baiyunshan Intellectual Property Co., Ltd.
Guangyao (Zhuhai Henggin) Pharmaceutical Industry Park Co., Ltd.
Guangzhou Baiyunshan International Pharmaceutical and Health Industry

Co., Ltd.

Guangzhou Baiyunshan Hua Cheng Technology Co., Ltd.

Guangzhou Baiyunshan Pharmaceutical Holdings Company Limited ¢ Interim Report 2022
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Il BASIS OF PREPARATION
1. Basis of Preparation

The Company prepared financial statements in accordance with the basic and specific standards
of the Accounting Standards for Business Enterprises, the Application Guidance for Accounting
Standard for Business Enterprises, interpretations of the Accounting Standards for Business
Enterprises and other relevant regulations issued by the Ministry of Finance (hereinafter collectively
referred to as “CAS"), and the disclosure requirements in the Preparation Convention of
Information Disclosure by Companies Offering Securities to the Public No.15 — General Provisions
on Financial Reporting issued by the China Securities Regulatory Commission. The financial
statements also comply with the applicable disclosure provisions of the securities listing rules issued
by the Stock Exchange of Hong Kong Limited and the applicable disclosure requirements of the
Hong Kong Companies Ordinance.

2. Going Concern

The Group has the ability to continue as a going concern in the next 12 months since the end of
the reporting period. There is no material event that may cast significant doubt upon the Group’s
ability to continue as a going concern.

lll.  SIGNIFICANT ACCOUNTING POLICIES AND ACCOUNTING ESTIMATES

The Company and its subsidiaries are engaged in pharmaceutical operations. Based on the characteristics
of the Company’s actual productions and operations, the Company and its subsidiaries have determined
several specific accounting policies and accounting estimates for revenue recognition and other
transactions and events according to ASBE. For more details, please refer to Note Ill. 26 “Revenue”. For
description of significant accounting judgments and estimates made by the management, please refer to
Note Ill. 32 “Significant Accounting Judgment and Estimates”.

1. Statement of Compliance with ASBE
The financial statements have been prepared in accordance with the Accounting Standards for
Business Enterprises, present truly and completely the Company’s financial position as of 30 June
2022, and performance results and cash flows for the period then ended.

2. Accounting Period
Accounting periods are classified into annual periods and interim periods. An interim period
is a reporting period shorter than a complete accounting year. The Company has adopted the

calendar year as its accounting year, i.e. from 1 January to 31 December.

The accounting period of this financial statement is from January 1, 2022 to June 30, 2022.

Guangzhou Baiyunshan Pharmaceutical Holdings Company Limited ¢ Interim Report 2022 1 1 7
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SIGNIFICANT ACCOUNTING POLICIES AND ACCOUNTING ESTIMATES (Continued)

Operating Cycle

A normal operating cycle refers to the time period between the acquisition of assets for
processing and their realization in cash or cash equivalents. The group’s operating cycle is of 12
months’ duration, which is used as the classification standard for liquidity of assets and liabilities.

Functional Currency

RMB is the currency of the primary economic environment in which the Company and its
domestic subsidiaries operate. The Company and its domestic subsidiaries choose RMB as the
functional currency. The Company'’s foreign subsidiaries choose HKD as the functional currency
according to the primary economic environment in which the Company’s foreign subsidiaries
operate. The financial statements are prepared in RMB.

Business Combination

A business combination is a transaction or event that brings together two or more separate
enterprises into one reporting entity. Business combinations are classified into business
combinations under common control and business combinations not under common control.

(1) Business combination under common control

A business combination under common control is a business combination in which all the
combining enterprises are ultimately controlled by the same party or parties both before
and after the combination, and that control is not transitory. For a business combination
under common control, the absorbing party is the party that acquires the control right of
other involved enterprises on combination date. The combined party is other enterprises
involved in the combination. The combination date refers to the date on which the
absorbing party effectively obtains control of the party being absorbed.

Assets and liabilities that are obtained in a business combination by the absorbing party
shall be measured at their book values as recorded by the party being absorbed on the
combination date. The difference between the book value of the net assets obtained and
the book value of the consideration paid for the combination (or the aggregate face value
of shares issued as consideration) shall be adjusted to the capital reserve (share premium).
If the capital reserve (share premium) is not sufficient to absorb the difference, excess shall
be adjusted against retained earnings.

Cost incurred by the absorbing party that are directly attributable to the combination shall
be charged against profit or loss in the period in which the cost is incurred.

Guangzhou Baiyunshan Pharmaceutical Holdings Company Limited ¢ Interim Report 2022
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Il. SIGNIFICANT ACCOUNTING POLICIES AND ACCOUNTING ESTIMATES (Continued)
5. Business Combination (Continued)
(2) Business combination not under common control

A business combination not under common control is a business combination in which all
the combining enterprises are not ultimately controlled by the same party or parties before
and after the combination. For a business combination not under common control, the
party that, on the acquisition date, obtains control of other enterprises participating in
the combination is the acquirer. Other enterprises participating in the combination are the
acquiree. Acquisition date is the date on which the acquirer effectively obtains control of
the acquiree.

For a business combination not under common control, combination cost is the aggregate
of the fair value of the assets given, liabilities incurred or assumed, and equity securities
issued by the acquirer in exchange for control of the acquiree on the acquisition date.
Service expense including audit fees, legal fees, valuation and consulting fees, and other
administrative expenses attributable to the business combination shall be charged against
profit or loss in the period in which the service expense is incurred. The transaction
expense of the equity securities or debt securities issued by the acquirer as combination
consideration shall be included in the initial cost of equity securities or debt securities
issued. The contingent consideration in the business combination shall be included into the
combination cost at its fair value on the acquisition date. In case that within 12 months
after the acquisition date, any new or further evidence is found regarding the existing
situation as on the acquisition date, which causes adjustment on contingent consideration,
goodwill shall be adjusted accordingly. The combination cost incurred by the acquirer and
the identifiable net assets acquired in the combination are initially measured at fair value
on the acquisition date. The positive difference between the combination cost and the
fair value of the identifiable net assets it obtains from the acquiree on the acquisition date
is recognized as goodwill. As for the negative difference between the combination cost
and the fair value of the identifiable net assets it obtains from the acquiree, it is necessary
to review the measurement of the fair values of the identifiable assets, liabilities and
contingent liabilities it obtains from the acquiree as well as the combination cost. If the
combination cost is still less than the fair value of the identifiable net assets it obtains from
the acquiree, the difference shall be recorded through profit or loss for the current year.
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SIGNIFICANT ACCOUNTING POLICIES AND ACCOUNTING ESTIMATES (Continued)
5. Business Combination (Continued)

(2) Business combination not under common control (Continued)

Where the deductible temporary difference of the acquiree obtained by the acquirer is
not recognized on the ground that the recognition condition of deferred tax asset has not
been meet on the acquisition date, within 12 months after the acquisition date, if further
information is obtained to indicate that the relevant situation on the acquisition date
existed and the economic interest brought by the deductible temporary difference of the
acquirer on the acquisition date is expected to be realized, the amount of the difference
shall be recognized as relevant deferred tax asset and goodwill shall be deducted by the
same amount. If the goodwill is insufficient to be deducted, the difference is recognized
through profit or loss for the current year; otherwise, the difference recognized as the
deferred tax asset which is relate to business combination shall be recognized through

profit or loss for the current year.

For the business combinations not under common control and completed through multiple
transactions, according to Notice of the Ministry of Finance of the People’s Republic of
China on Issuing Interpretations No.5 on Accounting Standards for Business Enterprises
(Caikuai [2012] No.19) and the criteria about “package deal” in Article 51 of Accounting
Standards for Business Enterprises No.33---Consolidated Financial statements (refer to
Note Ill, 6 (2), whether these multiple transactions are included in “package deal” shall
be judged. If they are included in “package deal”, the accounting treatment shall be
conducted in accordance with the descriptions of previous paragraphs of this Part and Note
lll. 14 “Long-term Equity Investment”; if they are not included in “package deal”, relevant
accounting treatment shall be conducted differently in separate financial statements and

consolidated financial statements.

In separate financial statements, the sum of the book value of the equity investment of
the acquiree held before the acquisition date and the investment cost incurred on the
acquisition date shall be the initial investment cost of such an investment. If the equity of
the acquiree held before the acquisition date involves other comprehensive income, when
handling this project, relevant accounting treatment for other comprehensive income shall
be conducted on the same base as the acquiree disposes of relevant assets and liabilities
directly (all shares shall be transferred into investment income for the current year, except
the corresponding shares changed by net liabilities or net assets in benefit plan redesigned

by the acquiree under equity method).
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Il. SIGNIFICANT ACCOUNTING POLICIES AND ACCOUNTING ESTIMATES (Continued)
5. Business Combination (Continued)
(2) Business combination not under common control (Continued)

In consolidated financial statements, the equity of the acquiree held before the acquisition
date shall be remeasured at fair value of the equity on the acquisition date, and the
difference between fair value and book value shall be recorded in the current income from
investment. If the equity of the acquiree held before the acquisition date involves other
comprehensive income, relevant accounting treatment for other comprehensive income
shall be conducted on the same base as the acquiree disposes of relevant assets and
liabilities directly (all shares shall be transferred into investment income for the current year
which consists of the acquisition date, except the corresponding shares changed by net
liabilities or net assets in benefit plan redesigned by the acquiree under equity method).

6. Preparation Method for Consolidated Financial Statements
(1)  The principle for determining the scope of consolidated financial statements
The scope of consolidated financial statements shall be determined on the basis of control.
Control means the Company has power over the investee, by participating in the relevant
activities of the investee and have variable returns, and the ability to use the power to
influence the return amount of the investee. The combination scope includes the Company

and all subsidiaries. A subsidiary is a corporate body controlled by the Company.

The Company will reassess combination scope if relevant elements on the control definition
has changed due to the change of the relevant facts and circumstances.
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SIGNIFICANT ACCOUNTING POLICIES AND ACCOUNTING ESTIMATES (Continued)
6. Preparation Method for Consolidated Financial Statements (Continued)

(2) The method for preparation of consolidated financial statements

From the date the Company obtains the actual control over a subsidiary’s net assets and
production operation decision-making power the Company includes the subsidiary into
the consolidated scope; from the date the Company loses control over a subsidiary, the
subsidiary shall cease to be consolidated. For a subsidiary disposed of, the operating results
and cash flows before the disposal date are appropriately included in the consolidated
income statement and the consolidated cash flow statement; for a subsidiary disposed
during the current year, no adjustments are made to the opening balance of the
consolidated balance sheet. Where a subsidiary is acquired through a business combination
not under common control, the subsidiary’s operating results and cash flows after the
combination date are appropriately included in the consolidated income statement and
the consolidated cash flow statement, and no adjustments is made to the opening balance
and comparative figures of the consolidated financial statements. Where a subsidiary
is acquired through a business combination under common control, the subsidiary’s
operating results and cash flows from the beginning of the reporting period to the
combination date are appropriately included in the consolidated income statement and the
consolidated cash flow statement, and adjustments is made to the comparative figures of

the consolidated financial statements accordingly.

When preparing the consolidated financial statements, if a subsidiary and the Company
adopt the inconsistent accounting policies or accounting periods, the Company shall
adjust the financial statements of the subsidiary based on its own accounting period and
accounting policies. For a business combination not under common control, the subsidiary
shall be adjusted based on the fair value of the identifiable net asset and adjustments to

financial statements shall be made.
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Il. SIGNIFICANT ACCOUNTING POLICIES AND ACCOUNTING ESTIMATES (Continued)
6. Preparation Method for Consolidated Financial Statements (Continued)
(2) The method for preparation of consolidated financial statements (Continued)

All material balances, transactions, and unrealized profits within the scope of consolidated
financial statements shall be eliminated in the preparation of consolidated financial
statements.

Portion of shareholders’ equity and current net profit or loss not attributable to the
Company shall be solely presented in shareholders’ equity of consolidated balance sheet
and net profit of consolidated income statements, respectively. When the amount of
loss for the current year attributable to minority shareholders of a subsidiary exceeds
the minority shareholders’ portion of the opening balance of shareholders’ equity of the
subsidiary, the excess shall be allocated against the minority interests.

If the Company loses control over a subsidiary due to the disposal of a portion of an
equity investment or other reasons, the remaining equity shall be remeasured at its fair
value at the date when control is lost. The difference obtained through the total amount
of consideration received from the disposal of equity and the fair value of the remaining
equity, less the share of net assets of the former subsidiary calculated continuously
from the acquisition date or the combination date based on the previous shareholding
proportion, shall be recognized as investment income for the current year when control
is lost. Other comprehensive income related to the original subsidiary will be transferred
into the current profit and loss in investment at the date the Company lost control over
the subsidiary. (That is, in addition to the remeasurement of changes in the net liabilities or
net assets of the defined benefit plan in the original subsidiary, the rest will be transferred
into investment income for the current year.) After that, for the remaining part of this
part of equity, according to Accounting Standards For Enterprise No.2-Long Term Equity
Investment or Accounting Standards For Enterprises No.22-Recognition And Measurement
Of Financial Instrument and related regulation for subsequent measurement, and there
are details in Notes Ill.14 “Long-term capital investment” or Notes Ill.10 “Financial
instruments”.
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SIGNIFICANT ACCOUNTING POLICIES AND ACCOUNTING ESTIMATES (Continued)

6. Preparation Method for Consolidated Financial Statements (Continued)

(2) The method for preparation of consolidated financial statements (Continued)

If the Company loses control over a subsidiary in multiple transactions in which it disposes
equity investments in the subsidiary in stages, the Company is required to determine
whether each transaction shall be included in a package deal. If one or more than one
of the following conditions are met by all of the terms and conditions of the transactions
and their economic effects in regard to the disposal of equity investment in subsidiaries,
the accounting treatment for these transactions shall be conducted as a package deal:
@ These transactions are carried out simultaneously or in the condition that each part will
be impacted; @ These transactions as a whole will achieve a complete business results;
® The occurrence of one transaction are dependent on at least one transaction; @ One
transaction may seem to be uneconomic when considered solely, but it can be recognized
as economic when considered with other transactions. If one transaction is not included
in the package transaction, each of transaction will be according to the “Partly disposal
of subsidiaries of a long-term equity investment without losing control” and each of the
transaction will respectively follow the part disposal subsidiaries of a long-term equity
investment under the control not lost (refer to Notes Ill. 14. (2) @) and “losing control
due to disposal of part of equity investments or other reasons” of the original subsidiaries
suited for the principle as accounting treatment. If disposal of equity investments in a
subsidiary at other each transaction belonged to a package transaction until the Company
losing control, thus each transaction shall be dealt with accounting treatment in which
each transaction is recognized as one that dispose of subsidiaries until lose control.
However, the difference between the disposals prices of prior before control lost with
Company net asset shall be recognized as other comprehensive income, the profit and loss

of current year shall be transferred when control is lost.
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lll. SIGNIFICANT ACCOUNTING POLICIES AND ACCOUNTING ESTIMATES (Continued)
7. Classification and Accounting Treatment of Joint Arrangements and Joint Operation

A Joint arrangement is an arrangement of which two or more parties have joint control. The
Company divides joint venture arrangement into joint operation and joint venture based on the
rights enjoyed and obligations assumed in joint venture arrangements. A joint operation is a joint
arrangement whereby the Company has rights to the assets and obligations for the liabilities,
relating to the arrangement. A joint venture is a joint arrangement whereby the Company has
rights to the net assets of the arrangement.

The Company'’s investments in joint ventures are measured under equity method. Please refer to
Note Ill. 14. (2) @ “Long-term equity investments measured under equity method” for accounting
policies for joint venture investment.

As a joint venture party, for joint operation, the Company recognizes the assets held solely and
liabilities assumed solely and recognizes the Company’s share of any assets held jointly and
liabilities assumed jointly; recognizes the Company’s revenue from the sale of its share of the
output arising from the joint operation; recognizes the Company’s share of the revenue from the
sale of the output by the joint operation; recognizes the expenses incurred solely by the Company
and the Company'’s share of any expenses incurred jointly.

When the Company invests or sells assets towards joint operation as a party of the joint-venture
(this asset does not constitute business, the same below), or upon purchasing assets by joint
operation but before selling such assets to the third party, the Company only recognizes the
part belonging to other participants of joint operation in profit or loss caused by this transaction.
Where such assets belong to the impairment losses for assets according to Accounting Standard
for Business Enterprises No. 8 — Impairment of Assets and other regulations, the Company
will recognize losses in full amount for investment or sales of assets from the Company to
joint operation. For assets purchased by the Company from joint operation, the Company will
recognize these losses according to its shareholding proportion.

8. Recognition Criteria for Cash and Cash Equivalents
The Company’s cash and cash equivalents comprise cash on hand, deposits that can be readily
withdrawn on demand, short-term (generally due within three months after the purchase date)

and highly liquid investments that are readily convertible to known amounts of cash and which
are subject to an insignificant risk of change in value.
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SIGNIFICANT ACCOUNTING POLICIES AND ACCOUNTING ESTIMATES (Continued)

9. Foreign Currency Transaction and Translation of Foreign Currency Financial Statements

(1) Methods for Translation of Foreign Currency Transactions

For the foreign currency transaction incurred in the Company, the amount in foreign
currency shall be translated into the amount in functional currency at initial recognition as
per the spot rate on the transaction date (usually refers to the central parity rate published
by the People’s Bank of China on that day. The same below); but for foreign exchange
businesses and transactions involving foreign exchange, the amount in foreign currency
shall be translated into the amount in functional currency as per the actual exchange rate

for recording.

(2) Methods for Translation of Monetary Items and Non-Monetary Items in Foreign

Currency

As for monetary items in foreign currency on the balance sheet date, the amount in foreign
currency shall be translated into the functional currency at the spot rate on the balance
sheet date; where, the differences arising from the translation shall be recognized through
profit or loss for the current year, except that @ differences between foreign exchange
incurred from specific borrowings in foreign currency related to assets purchased and
construction where capitalization criterion are met shall be treated as per the borrowings
capitalization principle; @ differences in foreign exchange arising from other book balance
change other than amortized cost for foreign currency monetary items available-for-sale

shall be included into other comprehensive incomes.

When preparing the consolidated financial statements involving the overseas operation, if
there are foreign-currency monetary items essentially constituting a net investment in an
overseas operation, the exchange difference incurred due to the exchange rate change
shall be listed in other comprehensive income. When overseas operations are disposed, the

difference shall be transferred to the profit or loss for the current year.

The foreign currency non-monetary items measured at historical cost shall continue to be
translated at the spot exchange rates at the dates of the transactions. The foreign currency
non-monetary items measured at the fair value shall be translated at the spot exchange
rate on the date when the fair value has been determined, and the difference between the
translated reporting currency amount and the original one shall be treated as the changes
in fair value and included in the current profit or loss or recognized as other comprehensive

income.

Guangzhou Baiyunshan Pharmaceutical Holdings Company Limited ¢ Interim Report 2022



" ) =
Notes to the Financial Statements '

For January - June 2022
(Unless otherwise stated, amount shall be expressedin RMB.)

lll. SIGNIFICANT ACCOUNTING POLICIES AND ACCOUNTING ESTIMATES (Continued)

9. Foreign Currency Transaction and Translation of Foreign Currency Financial Statements
(Continued)

(3) Translation Method of Financial Statements Denominated in Foreign Currency

When preparing the consolidated financial statements involving the overseas operation,
if there are foreign-currency monetary items essentially constituting a net investment
in an overseas operation, the exchange difference incurred due to the exchange rate
change shall be presented in other comprehensive income as “difference arising from
the translation of foreign currency financial statements”. When overseas operations are
disposed, the difference shall be transferred to the profit or loss for the current year.

The foreign currency adopted in the foreign currency financial statements for overseas
operation shall be translated into RMB as per the following methods: Assets and liabilities
on the balance sheet shall be translated at the spot rate at the balance sheet date;
shareholders’ equity items shall be translated at the spot rate occurred except for the item
of “undistributed profit”. The income and expense items in the profit statement shall be
translated at the average rate in the current year. The opening balance of undistributed
profits are the closing balance of undistributed profits translated at the prior year; for
closing balance of undistributed profits, each item shall be calculated and presented as
per the translated profits; and the difference between the asset items and the sum of
liability items and shareholders’ equity items after translation shall be recognized into
other comprehensive incomes as translation difference from translation of foreign financial
statements. When disposing overseas operation and losing the control, difference arising
from the translation of foreign currency financial statements, which are presented under
shareholders’ equity in the balance sheet and related to the overseas operation, shall
be transferred to the profit or loss for the current year in whole or in proportion of the
disposed overseas operation.

Cash flows in foreign currencies shall be translated using the average exchange rate for the
current reporting period on the transaction date. The amount influenced by the changes
in exchange rate on cash flows shall be presented individually in cash flow statement as a
reconciling item.

Opening balance and prior year’'s actual amount are presented in line with the amount
after the translation of prior year financial statements.
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lll.  SIGNIFICANT ACCOUNTING POLICIES AND ACCOUNTING ESTIMATES (Continued)

of

10.

Foreign Currency Transaction and Translation of Foreign Currency Financial Statements
(Continued)

(3)

Translation Method of Financial Statements Denominated in Foreign Currency
(Continued)

For the preparation of consolidated financial statements, when the disposal of all
shareholders’ equities with respect to the overseas operations by the Company, as well as
parts of equity investments, results in a lost in control over the overseas operations, the
Company shall convert the difference, which is presented under the items of the owner’s
equities of the parent company in the balance sheet and which arises from the translation
of foreign currency financial statements relating to this overseas business, into the profit or
loss of the period for disposal.

When overseas operational control is retained but the proportion of overseas operational
equity held by the Company decreases due to disposal of partial equity investments or
other reasons, the difference arising from translation of foreign currency relevant to the
disposed portion of such overseas operation will be recognized as minority shareholder
equity. The difference shall not be transferred into current profit or loss. In the event
that the disposed overseas operation involves partial equities of affiliated enterprises and
joint ventures, the difference arising from translation of foreign currency relevant to the
disposed portion of such overseas operation will be transferred into the current profit or
loss for disposal as per the disposed proportion of overseas operation.

Financial Instruments

The Company shall recognize a financial asset or financial liability at the date when the Company
enters into a contract concerning about financial instruments.

(1

Classification, recognition and measurement of financial assets

Based on the business model of the Company’s management on the financial asset and
the features of the cash flows of the financial asset, the Company classifies financial assets
into the following categories: financial assets measured at amortized cost; financial assets
at fair value through other comprehensive income; financial assets at fair value through
profit or loss for the current period.
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Il. SIGNIFICANT ACCOUNTING POLICIES AND ACCOUNTING ESTIMATES (Continued)
10.  Financial Instruments (Continued)
(1) Classification, recognition and measurement of financial assets (Continued)

Financial assets are initially recognized at fair value. Relevant transaction cost of financial
assets at fair value through profit and loss for the current period, shall be recognized into
profit and loss for the current period. Relevant transaction cost of financial assets listed
in other categories shall be included in the amount recognized initially. For accounts
receivable or notes receivable arising from the sale of products or rendering of services,
exclusive of or without consideration of material financing elements, the initial recognition
shall be the amount of consideration to which the company is expected to be entitled.

@ Financial assets measured at amortized cost

The business model that the company adopts to manage the financial assets
measured at amortized cost is to collect the contractual cash flows, and the
contractual cash flow characteristics of such financial assets are consistent with the
basic debit, credit arrangements. The cash flow generated on a specific date is only
the payment of principal and interest based on the amount of principal outstanding.
For such financial assets, the company adopts the effective interest rate method and
carries out subsequent measurement according to the amortized cost. The profit or
loss generated by the amortization or impairment shall be recognized in the current
profit and loss.

@ Financial assets at fair value through other comprehensive income

The company’s business model for managing such financial assets is to take the
receipt of contract cash flow and sell, and the contract cash flow characteristics of
such financial assets are consistent with the basic debit, credit arrangements. The
company measures such financial assets according to the fair value and the changes
are recognized in other comprehensive income, but the impairment loss or gain,
exchange profit and loss and the interest income calculated according to the real
interest rate method are recognized in the current profit and loss.

In addition, the company designated some non-tradable equity instruments as
financial assets measured at fair value through other comprehensive income. The
company shall recognize the relevant dividend income of such financial assets
into the current profit and loss, and recognize the change of fair value in other
comprehensive income. When the recognition of the financial asset is terminated,
the accumulated gains or losses previously recognized in other comprehensive
income shall be transferred from other comprehensive income to retained earnings
and shall not be recognized in current profit and loss.
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SIGNIFICANT ACCOUNTING POLICIES AND ACCOUNTING ESTIMATES (Continued)
10.  Financial Instruments (Continued)
(1) Classification, recognition and measurement of financial assets (Continued)
©) Financial assets at fair value through profit or loss for the current period

The company classifies the financial assets, except for financial assets measured at
amortized cost or at fair value through other comprehensive income as mentioned
above, into the financial assets measured at fair value through profit or loss for
the current period. In addition, the company shall designate some financial assets
as financial assets measured at fair value through profit or loss for the current
period upon the initial recognition to eliminate or significantly reduce accounting
mismatch. For such financial assets, the company adopts the fair value for
subsequent measurement, and changes in fair value are recognized in the profit or
loss for the current period.

(2) Classification, recognition and measurement of financial liabilities

Financial liabilities shall be classified into other financial liabilities and financial liabilities
measured at fair value through profit or loss for the current period upon initial recognition.
For financial liabilities measured at fair value through profit or loss for the current period,
relevant transaction costs are directly recognized in the current profit and loss, and
the relevant transaction costs of other financial liabilities are recognized in the initial
recognition amount.

@ Financial liabilities measured at fair value through profit or loss for the current
period

Financial liabilities measured at fair value through profit or loss for the current
period comprise financial liabilities held for trading (including derivatives belonging
to financial liabilities) and financial liabilities measured at fair value through profit or
loss for the current period upon initial recognition.

Financial liabilities held for trading (including derivatives belonging to financial
liabilities) shall be subsequently measured at the fair value. Except for those related
to hedge accounting, changes in the fair value shall be recognized in the profit or
loss of the current period.
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Il. SIGNIFICANT ACCOUNTING POLICIES AND ACCOUNTING ESTIMATES (Continued)
10.  Financial Instruments (Continued)
(2) Classification, recognition and measurement of financial liabilities (Continued)

@ Financial liabilities measured at fair value through profit or loss for the current
period (Continued)

For financial liabilities designated to be measured at fair value through profit or loss
for the current period, liabilities caused by changes in the company’s own credit
risk of the changes in fair value recognized in other comprehensive income, when
the liability is terminated for recognition, the accumulated change in its fair value
caused by the change in its own credit risk recognized in other comprehensive
income is transferred to retained earnings. If the above treatment of the impact
of the change in the credit risk of such financial liabilities will cause or expand the
accounting mismatch in the profit and loss, the company will record all the gains or
losses of such financial liabilities (including the amount affected by the change in
the credit risk of the enterprise) into the current profit and loss.

@ Other financial liabilities

In addition to financial liabilities whose transfer of financial assets does not meet
the conditions for termination of recognition or arising from the continuing
involvement in the transfer of financial assets and other financial liabilities other
than the financial security contract are classified as financial liabilities measured by
amortized cost, carry out subsequent measurement according to the amortized
cost, and record the profits or losses generated by the termination of recognition or
amortization into the current profit and loss.

(3) The confirmation basis and measurement method of financial assets transfer

Financial assets that meet one of the following conditions shall be terminated for
recognition: @ the contract right of receiving the cash flow of the financial asset is
terminated; @ the financial assets have been transferred, and the ownership of financial
assets almost all the risks and rewards transferred to the transferee; @ the financial asset
has been transferred, although the enterprise has neither transferred nor retained almost
all risks and rewards in the ownership of the financial asset, it has given up its control over
the financial asset.
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SIGNIFICANT ACCOUNTING POLICIES AND ACCOUNTING ESTIMATES (Continued)

10.  Financial Instruments (Continued)

(3) The confirmation basis and measurement method of financial assets transfer

(Continued)

If the enterprise neither transfers nor retains nearly all the risks and rewards in the
ownership of the financial assets and does not give up its control over the financial assets,
the relevant financial assets shall be recognized according to the degree of continuing
involvement in the transferred financial assets, and the relevant liabilities shall be
recognized accordingly. The degree of continuing involvement in the transferred financial
assets refers to the level of risk faced by the enterprise due to the change in the value of

the financial assets.

If the overall transfer of financial assets meets the conditions for the termination of
recognition, the balance between the book value of the transferred financial assets and
the consideration received due to the transfer and the accumulative amount of changes in
the fair value originally recognized in other comprehensive income shall be recognized into

the current profit and loss.

If the partial transfer of financial assets meets the conditions for the termination of
recognition, the book value of the transferred financial assets shall be apportioned
according to its relative fair value between the terminated recognition and the non-
terminated recognition, and the difference between the consideration received as a
result of the transfer and the accumulative amount of changes in the fair value originally
recognized in other comprehensive income and the apportioned book amount shall be

recognized in the current profit and loss.

The company shall determine whether almost all risks and rewards in the ownership
of the financial assets sold by means of recourse or transferred by endorsement of the
financial assets held by the company have been transferred. Where almost all risks and
rewards in the ownership of the financial asset have been transferred to the transferee,
the recognition of the financial asset shall be terminated; If almost all risks and rewards
in the ownership of the financial asset are retained, the recognition of the financial asset
shall not be terminated; If there is no transfer or retention of nearly all risks and rewards in
the ownership of the financial asset, the enterprise shall continue to judge whether it has
retained control of the asset and conduct accounting treatment according to the principles

described in the preceding paragraphs.
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Il. SIGNIFICANT ACCOUNTING POLICIES AND ACCOUNTING ESTIMATES (Continued)
10.  Financial Instruments (Continued)
(4) Derecognition of financial liabilities

If the current obligation of the financial liability (or part thereof) has been discharged, the
company shall terminate the recognition of such financial liability (or part thereof). The
company (borrower) signs an agreement with the lender to replace the original financial
liability by assuming the new financial liability. If the contract terms of the new financial
liability and the original financial liability are substantially different, the company shall
terminate the confirmation of the original financial liability and simultaneously confirm a
new financial liability. If the company materially modifies the contract terms of the original
financial liabilities (or part thereof), the original financial liabilities shall be terminated, and
a new financial liability shall be recognized according to the revised terms.

Where the recognition of financial liabilities (or part thereof) is terminated, the company
shall recognize the difference between its book value and the consideration paid (including
the transferred non-cash assets or liabilities) into the current profit and loss.

(5) Offsetting of financial assets and liabilities

When the company has offset the confirmed amount of legal rights of financial assets and
financial liabilities, and this kind of legal rights is the executable, at the same time, the
company plans to net or cash at the same time when the financial assets and liquidation
of the financial liability, financial assets and financial liabilities to offset each other after
amount listed in the balance sheet. In addition, financial assets and financial liabilities shall
be shown separately in the balance sheet and shall not be offset against each other.
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SIGNIFICANT ACCOUNTING POLICIES AND ACCOUNTING ESTIMATES (Continued)

10.  Financial Instruments (Continued)

(6) Method for determining the fair value of financial assets and financial liabilities

Fair value refers to the price that market participants can receive or transfer a liability to pay
for the sale of an asset in an orderly transaction on the measurement date. Where there is
an active market for a financial instrument, the company shall determine its fair value by
quoting in the active market. A quote in an active market is a price that is readily available
on a regular basis from an exchange, broker, trade association, pricing service, etc., and
represents the market price traded in a fair trade. Where there is no active market for the
financial instrument, the company shall determine its fair value by means of valuation
technology. Valuation techniques include reference to the prices used in recent market
transactions by parties familiar with and willing to trade, reference to the current fair value
of other financial instruments that are substantially the same, cash flow discounting and
option pricing models, etc. In valuation, the company uses valuation techniques applicable
in the current situation and supported by sufficient available data and other information
to select input values consistent with the characteristics of assets or liabilities considered
by market participants in transactions of related assets or liabilities, and gives priority to
relevant observable input values as far as possible. Use non-input values where relevant

observable input values are not available or are not feasible to obtain.

(7)  Equity instruments

Equity instruments are contracts that prove ownership of the residual interest in the
company's assets after deducting all liabilities. The issuance (including refinancing),
repurchase, sale or cancellation of the equity instruments of the company shall be treated
as changes in the equity and the transaction fees related to the equity transactions shall be
deducted from the equity. The company does not recognize changes in the fair value of

equity instruments.

The Company’s equity instruments distribute dividends (including “interests” generated
by instruments classified as equity instruments) during the existence period as profit

distribution treatment.
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lll. SIGNIFICANT ACCOUNTING POLICIES AND ACCOUNTING ESTIMATES (Continued)
11. Determination of expected credit losses and accounting treatment

The financial asset that the Company needs to confirm the impairment loss are financial assets
measured at amortized cost, debt instrument investment measured at fair value and recognized
in other comprehensive income and the leasing receivables, mainly includes notes receivables,
accounts receivables, other receivables, creditor’s rights investment, other creditor’s rights
investment, long-term receivables, etc. In addition, for the contract assets and part of the financial
security contracts, the provisions for impairment and the recognition of credit impairment losses
shall be made in accordance with the accounting policies described in this part.

(1) The recognition method of provision for impairment

Based on the expected credit loss, the Company shall calculate the provision for
impairment and confirm the credit impairment loss in accordance with its applicable
expected credit loss measurement method for the above-mentioned items.

Credit loss refers to the difference between all contract cash flows receivable under
the contract discounted at the effective interest rate and all cash flows expected to be
collected, which is the present value of the entire cash shortage. The financial assets
purchased or produced by the Company with credit impairment shall be discounted
according to the effective interest rate of the financial assets after credit adjustment.

The general method of measuring the expected credit loss refers to whether the credit risk
of financial assets (including contract assets and other applicable items, the same below)
evaluated by the Company on each balance sheet date has increased significantly since the
initial recognition. If the credit risk has increased significantly since the initial recognition,
the Company shall measure the loss provision according to the amount equivalent to the
expected credit loss in the whole duration; If the credit risk has not increased significantly
since the initial recognition, the Company shall measure the loss provision according to the
amount equivalent to the expected credit loss in the next 12 months. The company shall
take into account all reasonable and substantiated information, including forward-looking
information, in the evaluation of expected credit losses.

For financial instruments with low credit risk on the balance sheet date, the Company
assumes that the credit risk has not increased significantly since the initial recognition and
chooses to measure the loss provision according to the expected credit loss in the next 12
months.
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SIGNIFICANT ACCOUNTING POLICIES AND ACCOUNTING ESTIMATES (Continued)

11. Determination of expected credit losses and accounting treatment (Continued)

(2) Criteria for determining whether credit risk has increased significantly subsequent

to the initial recognition

If the probability of default of a financial asset within the expected duration as determined
on the balance sheet date is significantly higher than the probability of default within the
expected duration as determined at the initial recognition, the credit risk of the financial
asset increases significantly. Except in special cases, the Company shall use the change
of default risk in the next 12 months as a reasonable estimate of the change of default
risk in the whole duration to determine whether the credit risk has increased significantly

subsequent to the initial recognition.

(3) Portfolio approach to assessing expected credit risk on a portfolio basis

The company evaluates credit risk separately for the credit risk of significantly different
notes receivables, accounts receivables and other receivables with the following
characteristics. Such as: related party accounts receivable; accounts receivables in dispute
with the other party or involving litigation or arbitration; notes receivables, accounts
receivables that have shown clear signs that the debtor is likely to be unable to meet

repayment obligations.

In addition to individual financial assets that assess credit risk, the Company classifies
financial assets into different groups based on common risk characteristics and evaluates

credit risk on a portfolio basis.

(4) Accounting treatment of the impairment of financial assets

In order to reflect the changes in the credit risk of financial instruments since initial
recognition, the company remeasures expected credit losses on each balance sheet date,
and the increase or reversal of the loss provision thus formed shall be used as impairment
losses or gains. Into the current profit and loss, and based on the type of financial
instrument, deduct the book value of the financial asset listed in the balance sheet or
include it in provision for impairment (loan commitments or financial guarantee contracts)
or in other comprehensive income (Debt investments measured at fair value and whose

changes are included in other comprehensive income).
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lll. SIGNIFICANT ACCOUNTING POLICIES AND ACCOUNTING ESTIMATES (Continued)
11. Determination of expected credit losses and accounting treatment (Continued)
(5) Method for determining the credit loss of financial assets

Based on the expected credit loss, the company makes the impairment accounting
treatment and recognize the loss provisions on the financial assets (including receivables)
measured at amortized cost, classified at fair value and whose changes are included in
other comprehensive income (including receivables financing) and lease receivables.

The company assesses whether the credit risk of relevant financial instruments has
increased significantly since initial recognition at each balance sheet date. The process
of credit impairment of financial instruments is divided into three stages. Different
stages of financial instrument impairment are applied in different accounting treatment
method: (A) In the first stage, if the credit risk of a financial instrument has not increased
significantly after initial recognition, the company shall measure the loss provision based
on the expected credit loss of the financial instrument in the next 12 months, and
shall calculate interest income based on its book balance (that is, without deducting
impairment provisions) and the actual interest rate; (B) In the second stage, if the credit
risk of a financial instrument has increased significantly since initial recognition but no
credit impairment has occurred, the company will use the expected credit losses measure
loss provisions and calculate interest income based on their book balances and actual
interest rates; (C) In the third stage, if credit impairment occurs after initial recognition,
the company shall measure the loss provisions according to the expected credit loss of the
financial instrument throughout its lifetime, and shall use its amortized cost (book balance
minus provision for impairment) to calculate interest income with the actual interest rate.

@ Method for measuring loss provision of financial instruments with lower credit risk

For financial instruments with lower credit risk at the balance sheet date, the
company can directly make the assumption that the credit risk of the instrument
has not increased significantly since initial recognition without comparing with the
credit risk at the time of initial recognition.

If the default risk of a financial instrument is low, the debtor’s ability to fulfill its
contractual cash flow obligations in the short term is strong, and even if there are
adverse changes in the economic situation and operating environment over a long
period of time, the borrower may not necessarily reduce the performance of its
contractual cash flow obligations, this financial instrument should be considered as
lower credit risk.
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SIGNIFICANT ACCOUNTING POLICIES AND ACCOUNTING ESTIMATES (Continued)

11.

Determination of expected credit losses and accounting treatment (Continued)

(5)

Method for determining the credit loss of financial assets (Continued)

@

Receivables and contract assets that do not contain significant financing
components.

For receivables or contract assets without significant financing components formed
by transactions regulated by “Enterprise Accounting Standards No. 14-Revenue”,
the company adopts a simplified method, which is to always measure loss provisions
based on expected credit losses throughout its lifetime.

According to the nature of financial instruments, the company assesses whether
the credit risk has increased significantly on the basis of a single financial asset or
a portfolio of financial assets. The company divides notes receivable and accounts
receivable into several portfolios based on the characteristics of credit risk, and
calculates expected credit impairments based on the portfolios. the basis for the
portfolio as follows:

Accounts receivable portfolio 1: Aging Portfolio

Accounts receivable portfolio 2: Individual Accrual Portfolio

Notes Receivable Portfolio 1: Aging Portfolio

Notes Receivable Portfolio 2: Low Risk Portfolio

Aging segment analysis is performed based on its entry date.

Portfolio (aging portfolio): expected credit loss rate:

expected credit loss rate of
Aging aging portfolio (%)

Within 1 year (including 1 year, the same below) 1.00

1 to 2 years 10.00
2 to 3 years 30.00
3 to 4 years 50.00
4 to 5 years 80.00
More than 5 years 100.00

Guangzhou Baiyunshan Pharmaceutical Holdings Company Limited ¢ Interim Report 2022



, ! -

Notes to the Financial Statements

For January - June 2022
(Unless otherwise stated, amount shall be expressedin RMB.)

lll. SIGNIFICANT ACCOUNTING POLICIES AND ACCOUNTING ESTIMATES (Continued)
11. Determination of expected credit losses and accounting treatment (Continued)
(5) Method for determining the credit loss of financial assets (Continued)
@  Methods for measuring loss provisions for other financial assets

For financial assets other than the above, such as: debt investment, other debt
investment, other receivables, long-term receivables except lease receivables, etc.,
the company measures loss provisions in accordance with the general method, that
is, the “three-stage” model.

The company divides other receivables into several portfolios based on the nature
of the payment and calculates the expected credit loss on the basis of the portfolio,
the basis for the portfolio as follows:

Other receivables portfolio 1: Aging portfolio

Other receivables portfolio 2: Portfolio of financial assets with extremely low credit
risk

Other receivables portfolio 3: Related party portfolio

Other receivables portfolio 4: deposit portfolio

Portfolio (aging portfolio): expected credit loss rate:
expected credit loss rate
of aging portfolio on other

Aging receivables (%)

Within 1 year (including 1 year, the same below) 1.00

1 to 2 years 10.00
2 to 3 years 30.00
3 to 4 years 50.00
4 to 5 years 80.00
More than 5 years 100.00
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SIGNIFICANT ACCOUNTING POLICIES AND ACCOUNTING ESTIMATES (Continued)
12. Inventories

(1) Category of inventories

Inventories mainly includes materials in transit, raw materials, work in progress, Semi-
finished goods, finished goods, low-value consumables, packaging materials, Consigned
processing material, goods on consignment, commodity stocks, goods in transit, etc.

(2) Method/formula used to assign cost for inventories

The inventory shall be initially measured at actual costs when acquired. The cost of
inventory comprises all costs of purchase, costs of conversion and other costs. Cost is
determined using the weighted average method. The cost of finished goods, commodity
stocks and work in progress comprises raw material, direct labor and overhead allocated

based on normal capacity.

(3) Recognition of net realizable value of inventory and accruing method of provision

for the loss on decline in value of inventories

Net realizable 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 and
relevant taxes. An enterprise shall determine the net realizable value of inventories based
on solid evidence obtained and after taking into consideration the purpose for which the
inventory is held, and the effect of events occurring after the balance sheet date.

Inventories are required to be measured at the lower of cost and net realizable value on
the balance sheet date. If the cost of inventories is higher than the net realizable value, the
provision for the loss on decline in value of inventories shall be made. The provision for the
loss on decline in value of inventory is assessed based on the difference between the cost

of single inventory item and its net realizable value.

After the provision for the loss on decline in value of inventories is made, if the
circumstances that previously caused inventories to be written down below cost no longer
exist so that the net realizable value of inventories is higher than their cost, the original
provision for the loss on decline in value is reversed and the reversal is included in current

profit or loss.

(4) The perpetual inventory system is adopted.
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Il. SIGNIFICANT ACCOUNTING POLICIES AND ACCOUNTING ESTIMATES (Continued)
12. Inventories (Continued)
(5) Amortization method for low value consumables

Low-value consumables are amortized by the immediate write-off amortization method
upon usage. Packaging materials are amortized by the immediate write-off amortization
method upon usage.

13. Assets Held for Sale and Disposal Company

If the Company recovers its book value primarily through the sale instead of the continuous use
of a non-current asset or disposal group (including the exchange of non-monetary assets with
commercial substance, the same below), then the assets shall be classified as assets held for
sale. The specific criteria are all of the following conditions are achieved: a non-current asset or
disposal group can be sold immediately under the current conditions based on the practice of
selling such assets or disposal groups in similar transactions; the Company has already decided
on the sale plan and obtained the purchase commitment; the sale will be completed within one
year. Among them, a disposal group refers to a group of assets that are disposed of as a whole
through sale or other methods in a transaction, and liabilities that are directly related to these
assets are transferred in the transaction. If the asset group or asset group to which the disposal
group belongs is allocated the goodwill acquired in the business combination in accordance with
Accounting Standards for Business Enterprises No. 8-Impairment of Assets, the disposal group
shall include the goodwill allocated to the disposal group.

Upon initial measurement or re-measurement of non-current assets held for sale or disposal group
on the balance sheet date, if the book value is higher than the net amount of fair value minus
sales expense, the book value shall be written down to the net amount of fair value minus sales
expense; the amount written down is recognized as impairment losses for assets and included in
current profit or loss. Meanwhile, impairment reserves for assets held for sale is accrued. For the
disposal group, firstly, the recognized impairment losses for assets deduct the book value of the
goodwill in the disposal group. Then the loss proportionally deducts the book value of the various
non-current assets in the disposal group under the measurement regulations based on Accounting
Standards for Business Enterprises No. 42-Non-current Assets Held for Sale, Disposal Companies
and Termination of Operations (hereinafter referred to as the “holding for sale”). If the fair value
of the disposal group held for sale on the subsequent balance sheet date minus the sales proceeds
increases, the amount previously written down shall be recovered. This part of amount should be
reversed within the impairment losses of non-current assets which are applicable for held for sale
measurement criteria after these assets are classified as assets held for sale. The reversal amount is
recognized in current profit or loss. Meanwhile, the book value of these non-current assets (except
goodwill) in disposal group should be increased proportionally according to the book value of
each non-current asset which is applicable to held for sale measurement criteria. The book value
of goodwill that has been deducted and the impairment losses recognized before the non-current
assets classified as held for sale category cannot be reversed.
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SIGNIFICANT ACCOUNTING POLICIES AND ACCOUNTING ESTIMATES (Continued)

iss

14.

Assets Held for Sale and Disposal Company (Continued)

Depreciation or amortization shall not be accrued for non-current assets held for sale or non-
current assets in the disposal group held for sale. The interest of liabilities and other expenses in
the disposal group held for sale shall be recognized.

When a non-current asset or disposal group no longer meets the conditions for the held for sale
category, the Company no longer divides it into the held for sale category or removes the non-
current assets from disposal groups held for sale., and the asset or asset group is measured by the
following two items: (1) the amount of book value classified as held for trading after depreciation,
amortization, impairment or other adjustments to be recognized based on the hypothesis that
they are not classified as held for trading; (2) the recoverable amount, whichever is lower.

Long-term Equity Investments

Long-term equity investments in this part refers to the long-term equity investments that the
Company can exercise control, joint control or significant influence over the investee. When the
Company can no longer exercise control, joint control or significant influence over the investee,
the long-term equity investment shall be treated as financial asset measured at fair value through
profit or loss for the current year, and for non-transactional long-term equity investment among
which, the Company can designate it to be financial asset measured at fair value through other
comprehensive income upon initial recognition. Please refer to Note Ill. 10. Financial instrument
for accounting policies.

Joint control refers to joint control owned by the Company over an arrangement as per relevant
agreements and relevant activities of this arrangement must be determined upon consent of
participants sharing the right of control. The term “significant influence” refers to the power to
participate in making determinations on the financial and operating policies of an investment
entity, but not to control or do joint control together with other parties over the formulation of
these policies.
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Il. SIGNIFICANT ACCOUNTING POLICIES AND ACCOUNTING ESTIMATES (Continued)
14. Long-term Equity Investments (Continued)
(1) Recognition of Investment Cost

If the long-term equity investment is obtained from the business combination involving
enterprises under the common control, the share of book value of shareholder’s equity
of the acquiree in consolidated financial statements of the ultimate controlling party
under the combination date shall be deemed as the initial investment cost of the long-
term equity investment. The difference between the initial investment cost and the book
value of cash paid, non-cash assets transferred, and liabilities assumed shall be adjusted
to capital reserve. If the balance of capital reserve is not sufficient, any excess shall be
adjusted to retained earnings. If the Company issues equity securities as the consideration
for combination, the book value of the shareholder’s equity of the combined party on
the combination date in consolidated financial statements of the ultimate controlling
party shall be the initial investment cost of long-term equity investments. With the total
face value of the shares issued as equity, the difference between the initial investment
cost of long-term equity investment and the total face value of the shares issued shall be
adjusted as capital reserve. If the capital reserve is insufficient to set it off, the retained
earnings shall be adjusted. If shares of the acquiree are obtained step by step through
several transactions, which results in the combination of enterprises under the different
control, it shall be treated respectively as per whether it belongs to “a package deal”:
where it belongs to “a package deal”, the accounting treatment for each transaction shall
be conducted as a transaction obtaining the right of control. Where it does not belong
to “a package deal”, the book value of the shareholder’s equity of the acquiree on the
combination date in consolidated financial statements of the ultimate controlling party
shall be the initial investment cost of long-term equity investments. The difference among
the initial investment cost of long-term equity investments, the book value of long-term
equity investment which has reached the amount before the combination and total book
value of new payment consideration obtained under the acquisition date shall be adjusted
as capital reserve. If the capital reserve is insufficient to set it off, the retained earnings
shall be adjusted. As the other comprehensive income is measured under equity method or
recognized as financial assets measured at fair value through profit or loss for the current
year, the accounting treatment on the equity investments held before the combination
date shall not be conducted.
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SIGNIFICANT ACCOUNTING POLICIES AND ACCOUNTING ESTIMATES (Continued)

14.

Long-term Equity Investments (Continued)

(1

Recognition of Investment Cost (Continued)

For long-term equity investment obtained through business combination not involving
enterprises under the common control, the cost of combination shall be deemed as the
initial investment cost of long-term equity investments on the acquisition date, and the
cost of combination is the aggregate of the fair values, include the assets given, liabilities
incurred or assumed, and equity securities issued by the acquirer. If shares of the acquiree
are obtained step by step through several transactions, which results in the combination
of enterprises under the different control, it shall be treated respectively as per whether
it belongs to “a package deal”: where it belongs to “a package deal”, the accounting
treatment for each transaction shall be conducted as a transaction obtaining the right
of control. Where it does not belong to “a package deal”, the sum of the book value of
equity investment of the acquiree held originally and additional investment costs shall
be initial investment costs of long-term equity investment if the accounting method is
changed as cost approach. If equity held originally is accounted for using equity method,
the accounting treatment shall not be conducted on the other comprehensive income
related to it.

The intermediary costs for the business combination including the expenses for audit, legal
services and consultancy services and other relevant management costs by the merging
party and the acquirer shall be recorded into current profit or loss.

Equity investments other than long-term equity investment from business combination
are initially measured at cost. Such cost is respectively recognized at the purchase price in
cash actually paid by the Company, fair value of equity securities issued by the Company,
specified value in investment contracts or agreements, fair value or original book value of
transferred assets in non-monetary asset exchange and transactions and fair value of the
long-term equity investment itself based on different means of acquiring that long-term
equity investment. Expenses, taxes and other necessary expenditures directly related to
the acquisition of long-term equity investment are also included into investment cost. In
case of being able to implement significant influence or common control to the invested
entity due to additional investment but which does not constitute control, cost of long-
term equity investment shall be the sum of fair value of original held equity investment
recognized as per the Accounting Standards for Business Enterprises No.22-Recognition
and Measurement of Financial Instruments and newly increased investment cost.
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Il. SIGNIFICANT ACCOUNTING POLICIES AND ACCOUNTING ESTIMATES (Continued)
14. Long-term Equity Investments (Continued)
(2) Subsequent Measurement and Method of Recognition of Profit or Loss

Where an investing enterprise can exercise joint control (except those that constitutes the
joint operators) or significant influence over the investee, a long-term equity investment
shall be accounted for using the equity method. In addition, the Company uses the cost
model in the financial statements to calculate long-term equity investment that can control
the investee.

@ Long-term Equity Investment Income Accounted by Cost Method

The long-term equity investment accounted by the cost model shall be measured at
the initial investment cost. And the additional or recovered investments shall be used
to adjust the cost of long-term equity investment. Except for the cash dividends or
distributions declared and not yet distributed in the considerations paid to acquire
the investment, the cash dividend or distributions declared by the investee that
belong to the investee shall be recognized as the investment gains.

@ Long-term Equity Investment Accounted by Equity Method

If the initial cost of a long-term equity investment, accounted by equity method,
is more than attributable share of the fair value of the investee’s identifiable net
assets for the investment in the investee, the initial cost of the long-term equity
investment may not be adjusted; if the initial cost of a long-term equity investment
is less than the attributable share of the fair value of the investee’s identifiable
net assets for the investment in the investee, the difference shall be recorded into
current profit or loss and the cost of the long-term equity investment shall be
adjusted simultaneously.
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lll.  SIGNIFICANT ACCOUNTING POLICIES AND ACCOUNTING ESTIMATES (Continued)

14. Long-term Equity Investments (Continued)

(2) Subsequent Measurement and Method of Recognition of Profit or Loss (Continued)

@

Long-term Equity Investment Accounted by Equity Method (Continued)

When it is accounted by equity method, the investment gains and other
comprehensive incomes shall be recognized respectively, and the book value of
long-term equity investment shall be adjusted according to the net profit or loss and
other comprehensive incomes realized by the investee, which shall be enjoyed or
shared. The enjoyed part shall be accounted according to profits or cash dividends
announced to be assigned by the investee with the corresponding decrease of the
book value of long-term equity investment. For other changes of shareholder’s
equity excluding net profit or loss of investee, other comprehensive income and
profits distributed, the book value of long-term equity investments shall be adjusted
and included into capital reserve. The Company shall, on the ground of the fair
value of all identifiable assets of the investee when it obtains the investment,
recognize the attributable share of the net profit or loss of the investee after it
adjusts the net profits of the investee. If the accounting policies and accounting
period adopted by the investee do not consistent with the investor, the financial
statements of the investee shall be adjusted according to the accounting policies
and accounting periods of the Company, and according to which the investment
profits and other comprehensive incomes shall be recognized. If investment and
sales of assets cannot be constructed as business in transactions between the
Company, associates and joint ventures, the unrealized profit or loss of internal
transaction shall be offset through calculating the part attributable to the Company
based on sharing ratio so as to recognize the profit or loss of investment. Where
the unrealized losses from the internal transactions between the Company and the
invested entity belong to the impairment losses from the transferred assets, they
shall not be written off. Where the assets contributed by the Company towards
joint ventures or associates constitute business, and the investor acquires long-
term equity investment but not the control right thereof, the fair value of the
contribution shall be the initial investment cost of the newly added long-term equity
investment. The balance of book value between initial investment cost and the
contribution shall be recorded into current profit or loss in full amount. If the assets
sales, from the Company to joint ventures or associates, constitute business, the
total difference between consideration achieved and book value of business shall
be recorded into current profit or loss. Where the assets purchased by the Company
from associates and joint ventures constitute business, accounting treatment shall
be carried out based on Accounting Standards for Business Enterprises No.20-
Business Combination and recognize the profit or loss in relation to the transaction
in full amount.
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lll. SIGNIFICANT ACCOUNTING POLICIES AND ACCOUNTING ESTIMATES (Continued)
14. Long-term Equity Investments (Continued)
(2) Subsequent Measurement and Method of Recognition of Profit or Loss (Continued)
@  Long-term Equity Investment Accounted by Equity Method (Continued)

The Company shall recognize the net losses of the investee until the book value
of the long-term equity investment and other long-term equity which substantially
forms the net investment made to the investee are reduced to zero. In addition,
if the Company has the extra obligation towards its investee to undertake extra
losses, the extra obligation shall be recognized as Provisions according to expected
obligation and recorded into current profit or loss. If the investee realizes any net
profits later, the Company shall, after the amount of its attributable share of profits
offsets against its attributable share of the unrecognized losses, resume recognizing
its attributable share of profits.

@ Minority Equity Purchase

When preparing consolidated financial statements, as for the difference between
the long-term equity investment increased newly due to purchase minority equity
and the net asset proportion continuously calculated from the purchase date (or
combination date) by subsidiary based and enjoyed by the Company based on
newly increasing shareholding ratio, capital reserve is adjusted. If the capital reserve is
insufficient to write down, the retained income shall be adjusted.

@ Disposal of Long-term Equity Investment

In the consolidated financial statements, the parent company disposes the
long-term equity investment of the subsidiary without losing control right. The
difference between the disposing amount and the net asset of the subsidiary
enjoyed correspondingly in disposing long-term equity investment is recorded into
shareholder’s equity; If the parent company loses its control right on the subsidiary
due to the disposal of the long-term equity investment of the subsidiary, the
relevant accounting policy as indicated in Note Ill, 6 (2) “Method for Preparation of
Consolidated Financial Statements” shall be followed for handling.

When disposing of a long-term equity investment under other circumstances, for

equity being disposed, the difference between its book value and actual purchase
price shall be recorded into current profit or loss.
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lll.  SIGNIFICANT ACCOUNTING POLICIES AND ACCOUNTING ESTIMATES (Continued)

14. Long-term Equity Investments (Continued)

(2) Subsequent Measurement and Method of Recognition of Profit or Loss (Continued)

@

Disposal of Long-term Equity Investment (Continued)

If long-term equity investment is accounted by equity method while the residual
equity after disposal is still accounted for by equity method, the accounting
treatment of other comprehensive income included in shareholder’s equity
originally shall be conducted as per proportion on the same base as investee
disposes of relevant assets and liabilities directly. Other shareholder’s equity, which
is recognized for changes of other shareholder’s equity of the investee excluding
net profit or loss, other comprehensive incomes and profits distribution, shall be
translated into current profit or loss as per proportion.

If long-term equity investment is accounted by the cost model while the residual
equity after disposal is still accounted by the cost model, the accounting treatment
of other comprehensive incomes which are recognized for being accounted by
equity method or recognition and measurement standards of financial instruments
shall be conducted on the same base as investee disposes of relevant assets and
liabilities directly, and other comprehensive incomes shall be carried over into
current profit or loss as per proportion. Owners' equity, which is recognized for
changes of other shareholder’s equity of the investee excluding net profit or loss,
other comprehensive incomes and profits distribution when the equity method is
adopted, shall be carried over into current profit or loss as per proportion.
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lll. SIGNIFICANT ACCOUNTING POLICIES AND ACCOUNTING ESTIMATES (Continued)
14. Long-term Equity Investments (Continued)
(2) Subsequent Measurement and Method of Recognition of Profit or Loss (Continued)
@  Disposal of Long-term Equity Investment (Continued)

When the Company loses the control over investee for disposal of some shares,
the accounting method shall be changed as equity method in compiling individual
financial statements and the remaining shares shall be deemed to be adjusted by
equity method upon being obtained if the remaining shares after disposal still have
joint control or significant impacts on investee. While the remaining shares after
disposal do not have joint control or significant impacts on investee anymore, the
accounting treatment shall be conducted as per regulations related to recognition
and measurement standards of financial instruments and its difference between fair
value and book value on the date of losing the control shall be included into current
profit or loss. For other comprehensive income recognized as being accounted by
equity method or recognition and measurement standards of financial instruments
before the Company obtains the control over investee, its accounting treatment
shall be conducted on the same base as investee disposes of relevant assets and
liabilities directly upon losing the control over investee, and other shareholder’s
entity in net assets of investee accounted for by equity method, excluding net profit
or loss, other comprehensive income and profits distribution, shall be carried over
into current profit or loss in the event of losing the control over investee. Of which,
if the residual equity investment after disposal is calculated by equity method, other
comprehensive income and shareholder’s equity shall be transferred by proportion;
where the residual equity investment after disposal changes to be conducted with
accounting treatment according to standard of recognition and measurement of
financial instruments, other comprehensive income and shareholder’s equity shall
be transferred.

Where the Company’s common control or significant influence over the investee
is lost due to the disposal of partial equity investment, the residual equity after
disposal will change to be calculated by standard of recognition and measurement
of financial instruments, the balance between the fair value and book value thereof
on the date the common control or significant influence is lost shall be included
into current profit or loss. Other comprehensive income recognized by calculating
original equity investment by equity method shall go through accounting treatment
on the same basis on which the investee directly disposes the relevant assets
or liabilities when ceasing to use equity method; for the shareholder’s equity
recognized by other changes on shareholder’s equity rather than net profit or
loss, other comprehensive income and profit distribution of the investee shall be
transferred into current investment income when ceasing to use equity method.
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lll.  SIGNIFICANT ACCOUNTING POLICIES AND ACCOUNTING ESTIMATES (Continued)

14.

15.

Long-term Equity Investments (Continued)
(2) Subsequent Measurement and Method of Recognition of Profit or Loss (Continued)
@  Disposal of Long-term Equity Investment (Continued)

If the Company’s disposal of equity investments in a subsidiaries leading to losing
control, the foregoing transaction is package deal, accounting treatment shall be
conducted for each transaction as the transaction that the disposal of the subsidiary
with loss of control right; before loss of control right, the difference between each
price disposal and the book value of long-term equity investment correspondingly in
equity disposed shall be firstly recognized in the other comprehensive income and
then wholly transferred into current profit or loss when losing control right.

Investment Property

Investment property is property held to earn rentals or for capital appreciation or both, including
the land use rights which have been rented, land use right held for transfer after capital gain, and
buildings which have been rented.

Investment property is measured initially at cost. Subsequent costs related to investment property
are recognized in the cost of the investment property, if the economic benefits of the asset will
probably flow in and the cost can be measured reliably. Other subsequent costs are recognized
through profit or loss in the periods in which they are incurred.

After initial recognition, the Company uses the cost model to measure the investment property,
and depreciates and amortizes the investment property according to provisions that buildings
should be consistent with land use rights.

Please refer to Note Ill. 21 “Long-term Asset Impairment” for the methods of impairment test and
preparing provisions for the impairment of investment property.

When an owner-occupied property or an inventory are transferred into an investment property,
or when an investment property is transferred into an owner-occupied property, the book value
prior to the transfer is recognized as the book value after the transfer.

Guangzhou Baiyunshan Pharmaceutical Holdings Company Limited ¢ Interim Report 2022



, ! -

/ D =
Notes to the Financial Statements )

For January - June 2022
(Unless otherwise stated, amount shall be expressedin RMB.)

lll. SIGNIFICANT ACCOUNTING POLICIES AND ACCOUNTING ESTIMATES (Continued)
15. Investment Property (Continued)

When an investment property is transferred into an owner-occupied property, the investment
property is reclassified as fixed asset or intangible asset since the date of transfer. When the
purpose of an owner-occupied property is transferred to generate rent or receive capital gain, the
fixed asset or the intangible asset is transferred to investment property since the date of transfer.
After the transfer, investment property measured at cost, recognizes the book value prior to the
transfer as the book value after the transfer; for investment property transferred to be measured
under fair value model, the fair value at the transfer date shall be recognized as the book value
after transfer.

An investment property shall be derecognized on disposal or when the investment property is
permanently withdrawn from use and no future economic benefits are expected from its disposal.
Gains or losses arising from the retirement or disposal of investment property shall be determined
as the difference between the net disposal proceeds and the book value of the asset and shall be
recognized in profit or loss in the period of the retirement or disposal.

16. Fixed Assets
(1) Recognition Criteria of Fixed Assets

Fixed assets are tangible assets that are held for use in the production or supply of services,
for rental to others, or for administrative purposes, and have useful lives of more than
one accounting year. A fixed asset is recognized only when it is probable that economic
benefits associated with the asset will flow to the Company and the cost of the asset
can be measured reliably. Fixed assets are initially measured at cost and the effect of any
expected costs of abandoning the asset at the end of its use is considered.
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lll.  SIGNIFICANT ACCOUNTING POLICIES AND ACCOUNTING ESTIMATES (Continued)

16. Fixed Assets (Continued)

(2) Depreciation Method of Fixed Assets

From the next month of bringing the fixed asset to the expected conditions for use, the
fixed assets are depreciated using the straight-line method over their estimated useful lives.
Estimated useful life net residual value rate and annual depreciation rate of each category

of fixed assets are as follows:

Depreciation

Category Method
Buildings Straight-line method
Machinery equipment Straight-line method
Transportation

equipment Straight-line method

Electronic equipment  Straight-line method
Office equipment Straight-line method
Decoration Straight-line method

Depreciation Residual
period (years) rate (%)

10-70
4-18

5-10
5-10
4-8
5

0~10
0~10

0~10
0~10
0~10
0.00

Annual
depreciation
rate (%)

1.29~10
5~25

9~20
9~20
11.25~25
20

Estimated net residual value of a fixed asset is the estimated amount that the Company
would currently obtain from disposal of the asset, after deducting the estimated costs of
disposal, if the asset were already of the age and in the condition expected at the end of

its useful life.

(3) Impairment Testing and Accounting Treatment

As for impairment testing method and accounting treatment, please refer to Note Ill. 21

“Long-term Asset Impairment”.
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Il. SIGNIFICANT ACCOUNTING POLICIES AND ACCOUNTING ESTIMATES (Continued)
16. Fixed Assets (Continued)
(4) Others

The subsequent expenses related to a fixed asset, if the economic benefits pertinent to the
fixed asset are probably to flow into the enterprise and the cost of the fixed asset can be
measured reliably, shall be included in the cost of the fixed asset and the book value of the
replaced parts shall be derecognized. Any other subsequent expenses shall be recorded
into current profit or loss.

If a fixed asset is upon disposal or no future economic benefits are expected to be
generated from its use or disposal, the fixed asset is derecognized. When a fixed asset is
sold, transferred, retired or damaged, the amount of any proceeds on disposal of the asset
net of the carrying value and related taxes is recognized in current profit or loss.

The Company reviews the useful life and estimated net residual value of a fixed asset and
the depreciation method applied at least once at the end of each financial year and treats
the changes as changes of in accounting estimate.

17. Construction in Progress

The cost of construction in progress is recognized based on actual project expenditure, including
each project expenditure during the construction, capitalized borrowing costs before the
construction get ready for its intended use and other relevant expenses.

When a construction in progress is available for use, it is recognized in fixed assets and
depreciated from the next months. The construction budget, construction cost, construction
actual cost, etc. of a construction in progress, which is available for use but not yet completed the
final accounts, is recognized at the estimated cost in fixed assets since the date when it is available
for use. Provision for depreciation is accrued according to the Company’s depreciation policies
of fixed assets. The estimated value is adjusted to actual costs subsequent to the completion of
settlement.

Please refer to Note Ill. 21 “Long-term Asset Impairment” for the impairment test method and
impairment provision method of construction in progress.
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SIGNIFICANT ACCOUNTING POLICIES AND ACCOUNTING ESTIMATES (Continued)

18.

Borrowing Costs

Borrowing costs include interest, amortization of discounts or premiums related to borrowings,
ancillary costs incurred in connection with the arrangement of borrowings, and exchange
differences arising from foreign currency borrowings. Where the borrowing costs incurred to an
enterprise can be directly attributable to the acquisition and construction or production of assets
eligible for capitalization, they shall be capitalized: (i) Where the expenditures for the asset are
being incurred; (ii) Where the borrowing costs are being incurred; and (i) where the construction
activities which are necessary to prepare the asset for its intended use or sale have commenced
capitalization of borrowing costs shall cease when the qualifying asset being acquired,
constructed or produced becomes ready for its intended use or sale. Other borrowing costs shall
be recognized as expenses in the period in which it is incurred.

The amount of interest of specific-purpose borrowings to be capitalized shall be the actual interest
expense incurred on that borrowing for the period less any bank interest earned from depositing
the borrowed funds before being used on the asset or any investment income on the temporary
investment of those funds. An enterprise shall determine the amount of interest to be capitalized
on general-purpose borrowings by applying a capitalization rate to the weighted average of the
excess amounts of cumulative expenditures on the asset over and above the amounts of specific-
purpose borrowings. The capitalization rate shall be the weighted average of the interest rates
applicable to the general-purpose borrowings.

During the period of capitalization, the exchange differences on foreign currency specific-purpose
borrowings shall be all capitalized; the exchange differences on foreign currency general-purposes
borrowings shall be recorded into current profit or loss.

Qualifying assets are assets (fixed assets, investment property, inventories, etc.) that necessarily
take a substantial period of time for acquisition, construction or production to get ready for their
intended use or sale.

Capitalization of borrowing costs shall be suspended during periods in which the acquisition,
construction or production of a qualifying asset is interrupted abnormally, when the interruption is
for a continuous period of more than 3 months until the acquisition, construction or production is
resumed.
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lll. SIGNIFICANT ACCOUNTING POLICIES AND ACCOUNTING ESTIMATES (Continued)
19. Biological assets
Bearer biological assets

Bearer biological assets refer to biological assets held for the purpose of producing agricultural
products, providing labor services or renting, including economic forests, firewood forests,
livestock production and working animals. Bearer biological assets are initially measured at cost.
The cost of a Bearer biological asset created or propagated by itself is the necessary expenses
directly attributable to the asset before the asset reaches its intended production and operation,
including borrowing costs that meet the capitalization conditions.

The Bearer biological assets are depreciated over their useful lives using the straight-line method
after reaching the intended production and operation objectives. The service life, estimated net
residual value rate and annual depreciation rate of various types of Bearer biological assets are
listed as follows:

Estimated Net Annual Depreciation
Category Service life Residual Rate (%) Rate (%)
Cha Zhigan tree 10 years 5.00 9.50

The Company reviews the useful life, estimated net residual value and depreciation method of the
Bearer biological assets at least at the end of the year, and changes the accounting estimates as
changes occur.

The difference between the disposal income of the sale, loss, death or damage of the Bearer
biological assets, net of its carrying amount and related taxes, is recognized in profit or loss for
the current period.

On each balance sheet date, the Company checks the Bearer biological assets for signs of possible
impairment. If the asset shows signs of impairment, its recoverable amount is estimated. The
estimated recoverable amount of an asset is based on a single asset. If it is difficult to estimate
the recoverable amount of an individual asset, the recoverable amount of the asset group is
determined based on the asset group to which the asset belongs. If the recoverable amount of
the asset is lower than its carrying amount, the asset impairment provision is made based on the
difference and recognized in profit or loss for the current period.

Once the above asset impairment loss is confirmed, it will not be reversed in the future accounting
period.
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SIGNIFICANT ACCOUNTING POLICIES AND ACCOUNTING ESTIMATES (Continued)
19. Biological assets (Continued)

Bearer biological assets (Continued)

If the Bearer biological assets are changed, as the expendable biological assets, the cost after
changing the use is determined according to the book value when the use is changed; if the
Bearer biological assets are changed as the public welfare biological assets, then according to the
Accounting Standards for Business Enterprises No. 8 No.-Asset Impairment stipulates whether
impairment is considered. When impairment occurs, provision for impairment is made, and then

the book value after provision for impairment is determined.
20 Intangible Assets

(1) Intangible Assets

An intangible asset is an identifiable non-monetary asset without physical substance

owned or controlled by the Company.

The intangible assets shall be initially measured at cost. The expenses pertinent to an
intangible asset shall form part of the cost of the intangible assets, if it is probable that
the economic profit related to the asset will flow to the Company and the cost can be
measured reliably. In addition, the expenditure of other items shall be recorded into

current profit or loss in the period in which it is incurred.

The acquisition of land use right is usually recognized as intangible assets for accounting
purposes. Building such as self-constructed plant, relevant expenditure incurred for
obtaining land use right and construction cost of the building shall be recognized as
intangible asset and fixed asset for accounting purposes. Cost incurred on purchased
building shall be allocated between land use right and building. The cost shall be

recognized as fixed asset if it cannot be reasonably allocated.

An intangible asset with a finite useful life shall be amortized using straight line method
based on the original value, less estimated residual value and the accumulative amount of
impairment provision within the estimated useful life. An intangible asset with an indefinite

useful life shall not be amortized.

At the year end, it is necessary to review the useful life and amortization method of the
intangible asset with limited useful life. In case of any change, it shall be treated as changes
in accounting estimation. In addition, according to the available conditions, Intangible assets
with conclusive evidence that cannot be reasonably estimated for their useful lives shall be

recognized as intangible asset with uncertain useful life.
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Il. SIGNIFICANT ACCOUNTING POLICIES AND ACCOUNTING ESTIMATES (Continued)
20 Intangible Assets (Continued)
(1) Intangible Assets (Continued)

The Company owns the trademarks of Baiyunshan, Dashen products and series of Xing
Qun, Zhong Yi, Pan Gao Shou, Chen Li Ji, Jing Xiu Tang, Qi Xing, Jianzhigiao, Guo Ying,
Jian Min, and Wang Lao Ji Series, Da Zai, Weiyi Series etc. The Company believes that
these product trademarks shall be used and bring expected economic benefits inflows in
the foreseeable future. Therefore, these trademarks are recognized as intangible assets
with uncertain useful life.

(2) Research and development expenditure

The expenditures of the research and development project inside the Company can be
divided into research expenditure and development expenditure.

The specific qualifying criteria for the classification of expenditure on the research phase
and expenditure on the development phase is as follows: Expenditures on the research
phase are all the expenditures incurred before the commencement of Phase Il clinical
trial for the medicine (including new medicines and changes in the form of the original
medicines). Commencement of Phase Il clinical trial is determined based on the approval
by authorities.

Expenditures on the development phase are all the attributable expenditures incurred after
the commencement of Phase Il clinical trial for the medicine (including new medicines and
changes in the form of the original medicines). Commencement of Phase Il clinical trial is
determined based on the approval by authorities.

Research expenditures shall be recorded into profit or loss for th<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>