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Our Mission 
We continuously enhance the capabilities for 

innovation, service, integration and 

international operations to efficiently operate, 

manage and invest in outstanding enterprises in 

the industry so that we can become a leading 

provider of healthcare products and services.

Our Vision 
Dedicate to become a first-tier enterprise in 

the global mainstream pharmaceutical and 

healthcare market.
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2018 2017
RMB million RMB million

Operating results
Revenue 24,714 18,362
Gross profit 14,349 10,753
Operating profit 2,091 2,162
Profit before tax 3,580 4,062
Profit for the year attributable to owners of the parent 2,708 3,124

Profitability
Gross margin 58.06% 58.56%
Operating profit margin 8.46% 11.77%
Profit margin for the year 12.22% 19.53%

Earnings per share (RMB)
Earnings per share — basic 1.07 1.27
Earnings per share — diluted 1.07 1.27

Assets
Total assets 70,494 61,914
Equity attributable to owners of the parent 27,921 25,270
Total liabilities 36,959 32,230
Cash and bank balances 8,547 7,249
Debt-to-asset ratio 52.43% 52.06%

Of which: Pharmaceutical manufacturing and R&D segment
Segment revenue 18,499 13,043
Segment gross profit 11,977 8,612
Segment results 1,785 1,860
Segment profit for the year 1,755 1,838
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Dear Shareholders,

In 2018, amidst the situation that was full of 

challenges and uncertainties in the economies of the 

world and the PRC, there was ongoing further 

reform of the medical system in the PRC. The 

pharmaceutical manufacturing industry grew at a 

steady pace, while the research of innovative drugs 

enjoyed a period of rapid development, and 

medical devices and medical diagnosis benefited 

from the policies with opportunities for rapid 

development. With a strong demand for 

healthcare services and the gradual adjustment 

in the industry structure, the layout of 

healthcare service resources became more 

reasonable. During the Reporting Period, the 

Group adhered to its business philosophy of 

“Innovation for Good Health”, focused on its 

core pharmaceutical  and healthcare 

businesses, continued to develop product 

innovation and improve management as 

well as international development, actively 

promoted the strategies of organic growth, 

external expansion and integrated 

development, thereby maintaining the 

balanced growth of its principal businesses.

06 Shanghai Fosun Pharmaceutical (Group) Co., Ltd.

Mr. Chen Qiyu
Chairman
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2018 Review

During the Reporting Period, the revenue of the Group increased by 34.59% as compared to 2017 to RMB24,714 million, and 
excluding the impacts of the contributions from the new acquisition of enterprises in 2018 and the acquisitions of enterprises in 
2017 for comparison purpose, revenue would have increased by 20.44% on the same basis as compared to 2017. The revenue 
from pharmaceutical manufacturing and research and development (R&D) segment of the Group amounted to RMB18,499 
million, representing an increase of 41.83% as compared to 2017, and 24.94% on the same basis as compared to 2017. The 
revenue from healthcare service business amounted to RMB2,555 million, representing an increase of 22.42% as compared to 
2017. The revenue from medical devices and medical diagnosis amounted to RMB3,627 million, representing an increase of 
13.20% as compared to 2017.

During the Reporting Period, the Group recorded revenue of RMB18,808 million in Mainland China, representing an increase of 
25.29% as compared to 2017. The Group recorded revenue of RMB5,906 million in foreign countries or regions, representing an 
increase of 76.26% as compared to 2017. The proportion of the Group’s overseas revenue was 23.90%, representing an 
increase of 5.65 percentage points as compared to 2017. 

Gland Pharma, which was acquired by the Group in 2017, was under solid operation. During the Reporting Period, it benefited 
from the growth of major products such as vancomycin, enoxaparin injection and caspofungin and recorded an increase in 
revenue by 26.62% as compared to 2017, and its net profit increased by 39.92% as compared to 2017 (based on the financial 
statements of Gland Pharma in domestic currency and not taking into account the effects of amortization of appreciation from 
assets evaluation).

Sales grew during the Reporting Period and the receivables’ collection was good, while cash flow from operating activities 
continued to show a rising trend. In 2018, net cash flow from operating activities amounted to RMB2,950 million, representing 
an increase of 14.34% as compared to 2017.

In order to leverage its competitive strengths, the R&D projects of the Group continued to focus on therapeutic areas including 
antitumor, cardiovascular system, central nervous system, blood system, metabolism and alimentary system and anti-infection, 
and the major products had gained a leading position in their respective market segments. In 2018, there were 29 formulation 
items or series in the pharmaceutical manufacturing segment of the Group that each recorded revenue of over RMB100 million, 
of which there were 2 formulation items or series with recorded sales of over RMB1,000 million, 7 formulation items or series 
with recorded sales between RMB500 million and RMB1,000 million, and 5 formulation items or series with recorded sales 
between RMB300 million and RMB500 million.

The Group has developed internationalized R&D structure and strong R&D capabilities through the establishment of interactive 
and integrated R&D systems in China, the U.S., India and other countries, establishing efficient and innovative chemical drugs 
platform, biopharmaceutical drugs platform, platform for generic drugs with high value and cell-mediated immunity platform. As 
at the end of the Reporting Period, there were nearly 2,000 staff members in the R&D team, representing approximately 5% of 
the total number of employees in the Group. Among the 215 pipeline drugs, generic drugs, biosimilars and consistency 
evaluation projects (including 15 small molecular innovative drugs, 10 biopharmaceutical innovative drugs, 17 biosimilars, 117 
generic drugs of international standards, 54 consistency evaluation projects and 2 traditional Chinese medicine drugs), 3 filed 
applications for clinical trials, 42 were undergoing clinical trials, and 29 were pending for marketing approval. During the 
Reporting Period, the Group focused on increasing its R&D expenditures in monoclonal antibody biopharmaceutical innovative 
drugs and biosimilars and small molecular chemistry innovative drugs, and systematically pushed forward consistency evaluation 
of generic drugs. As at the end of the Reporting Period, 9 small molecular chemistry innovative drug products (including 1 
improved new drug) and 9 indications had obtained approval for clinical trial in Mainland China; 13 monoclonal antibody 
products and 1 combo completed application for the clinical trial of 22 indications, and obtained 27 approvals for clinical trial in 
the world. During the Reporting Period, a total of 5 generic drugs from Gland Pharma received approval for sale from U.S. FDA, 
and 9 products including amlodipine besylate tablets (Shi Li Da), escitalopram tablets (Qi Cheng) and alfacalcidol tablets (Li Qing) 
passed the consistency evaluation of generic drugs. It is expected that these pipeline products as well as the generic drugs 
approved in consistency evaluation will provide a solid foundation to maintain sustainable development of the Group in the 
future.
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While continuously improving its innovative and R&D capabilities, the Group transformed into a company with new and globally 
advanced technology through a variety of cooperations, including setting up joint ventures and technology innovation incubation 
platforms, exploring innovative research and development under partnership and adopting technology introduction, patent 
licensing, deep incubation and value management models to access new and globally advanced technology, which facilitate the 
global development of advanced products and in turn so as to facilitate the connection between the Group and leading 
technology innovation projects worldwide, further propelling the innovation capacity and international operation progress of the 
Group.

During the Reporting Period, the Group maintained healthy development of the healthcare services business through continuous 
promotion of specialties layout at medical institutions. Through internal integration and external expansion, the Group also 
established regional medical centers and a supply chain spanning major health industries. As at the end of the Reporting Period, 
the Group has completed the preliminary strategic deployment of its healthcare services with high-end healthcare institutions in 
the more developed coastal cities and specialty and general hospitals in second-tier and third-tier cities in the PRC, and has 
completed the industrial layout of key discipline planning, specialty hospitals and third-party diagnosis on the provincial, 
municipal and regional level. The Group continued with the enhancement and optimization of medical professionals, including 
healthcare staff, nursing staff and technicians, as well as the management system and framework of functions such as finance, 
EHS, procurement and infrastructure, enabling the healthcare service to sustain improvement in business development, 
management efficiency, control on procurement cost and information technology system with further improving efficiency in 
asset management.

According to its strategy, the Group mainly develops its pharmaceutical manufacturing and R&D as well as healthcare services 
segments. It also maintains its long-term investment in Sinopharm. The pharmaceutical manufacturing and R&D as well as 
medical devices and medical diagnosis segment of the Group are in a leading position in the industry. The healthcare services 
business of the Group also took the lead in terms of business development and integration capability in the industry. The core 
competitiveness of the Group can be reflected in its multi-layered product lines, strong R&D capability, highly standardized 
production management capability, high-quality service capability, professional marketing capability and international business 
development and integration capability, as well as the capability of constructing a global manufacturing and supply chain with 
cost advantages.

In addition, the Group’s capabilities in investment, merger and acquisition activities and consolidation have been widely 
recognized in the pharmaceutical industry, providing a solid foundation for the Group to make a leap-forward development in 
the ,liduct2mrs ivorofesting status creates favorable conditions for the Group to rapidly expand its scale of operation and enhance 
its competitiveness through merger and acquisition activities.

In order to maintain its continuous growth, the Group will continue to follow the direction of China’s Thirteenth Five-year Plan in 
relation to the pharmaceutical industry, take advantage of its competitive strengths and adhere to the strategies of organic 
growth, external expansion and integrated development.



Technology 

Innovation
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OUTLOOK

In 2019, the pharmaceutical and healthcare industry of China enters into a stage of crucial transformation, presenting both 
opportunities and challenges. In terms of market demand and payment, three factors are driving the continuous development of 
the pharmaceutical industry in China, namely, the accelerated aging process in the country, the government’s investment in the 
pharmaceutical and health industry, which is continuously increasing, and the increase in per capita disposable income. 
Moreover, the prevalence of geriatric diseases, chronic diseases, cancer and autoimmune diseases will grow continuously in the 
foreseeable future. There are many patients’ needs to be met. These drivers will continue to exist and push the industry to 
develop at a pace faster than the GDP growth. In terms of industry structure, strategic emerging industries are led and 
encouraged by the State to undergo industrial upgrade and structural optimization, under which, affordable and quality generic 
drugs as well as high-value innovations based on clinical needs will become the development trend of the pharmaceutical 
industry. In terms of national policies, a series of policies and their implementation promoted the structural optimization and 
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In terms of opportunities, the innovation capacity of enterprises will have rapid development. In particular, some quality 
pharmaceutical enterprises will realize the market value of their excellent R&D results built up during the Twelfth Five-year Plan 
period, thus further encouraging domestic pharmaceutical enterprises to increase R&D expenditures and develop high-value-
added industry. Besides, in view of the international market, the pace of international development of the domestic 
pharmaceutical industry as a whole has accelerated. Various quality products have obtained approvals for market access in 
Europe, the U.S., Japan and other developed countries. The international and global development of PRC pharmaceutical 
enterprises significantly accelerates, which is in line with the overall policy direction of the government’s industry plans.

At the same time, the healthcare services segment in China will further open up and the participation in the segment by social 
enterprises has been highly encouraged, such as by further opening up market access, encouraging social enterprises to enter 
into the healthcare services sector and streamlining administrative review procedures for the provision of private healthcare. In 
addition, the restrictions on approvals and review of multiple practices have been further reduced, and the purchase approval of 
basic medical insurance has also been gradually loosened. The Group has entered the healthcare services segment since 2009 
and is accelerating its deployment of the medical services network while accumulating operation and management experience in 
medical services.

The Board is of the opinion that the Group, as a pharmaceutical enterprise with a considerable size and being the pioneer 
pharmaceutical and healthcare group to develop internationally with the use of internet technology while creating product 
competitiveness, will continue to strengthen its business operation and invest more resources to support product innovation and 
market expansion. At the same time, the Group will continue to proactively carry out mergers and acquisitions in therapeutic 
areas with greater unmet needs, and steadily increase its production capabilities to continuously enhance its competitiveness in 
the market. As for the healthcare service sector, the Group will seize the opportunities and speed up its expansion amid the 
favorable policies.

I would like to express my sincere gratitude to all Shareholders, members of the Board, the management, employees and 
business partners of the Group.

Mr. Chen Qiyu
Chairman

25 March 2019
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FINANCIAL REVIEW

During the Reporting Period, the audited annual results and the summary of basic financial results prepared by the Group in 
accordance with HKFRS are as follows:

During the Reporting Period, revenue of the Group amounted to RMB24,714 million, representing an increase of 34.59% as 
compared to 2017, which was mainly attributable to the revenue growth of core products, contributions from the newly 
acquired enterprises and expansion of healthcare services business.

During the Reporting Period, the Group recorded profit before tax of RMB3,580 million and profit attributable to owners of the 
parent of RMB2,708 million, representing a decrease of 11.87% and 13.33%, respectively, as compared to 2017. The decrease 
was mainly due to the reduction in extraordinary gains as a result of less gain from asset disposals during the Reporting Period, 
and affected by changes in ordinary gains. The decrease in ordinary gains as compared to 2017 was mainly affected by the 
increased investment in innovative R&D and improved business layout, as well as the deficit in certain associates and joint 
ventures, the increase in interest expenses, the expenses charged during the Reporting Period in respect of the employee share 
incentive scheme implemented by Shanghai Henlius’, a controlling subsidiary of the Company, the decrease in the profits of 
Aohong Pharma, a controlling subsidiary, and the provision for goodwill impairment of Breas, a controlling subsidiary, amounting 
to RMB80 million during the Reporting Period and other factors.

During the Reporting Period, earnings per share of the Group decreased by 15.75% to RMB1.07 compared to 2017.
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REVENUE

During the Reporting Period, the revenue of the Group increased by 34.59% as compared to 2017 to RMB24,714 million, and 
excluding the impacts of new acquisition of enterprises such as Gland Pharma as comparable factors, the revenue would have 
increased by 20.44% on the same basis as compared to 2017. During the Reporting Period, the Group recorded revenue of 
RMB18,808 million in Mainland China, representing an increase of 25.29% as compared to 2017. The Group recorded revenue 
of RMB5,906 million in foreign countries or regions, representing an increase of 76.26% as compared to 2017. The growth in 
revenue from foreign countries or regions further increased.

During the Reporting Period, the pharmaceutical manufacturing and R&D segment of the Group generated revenue of 
RMB18,499 million, representing an increase of 41.83% as compared to 2017. Excluding the impacts of new acquisition of 
enterprises such as Gland Pharma as comparable factors, during the Reporting Period, the revenue of the pharmaceutical 
manufacturing and R&D segment increased by 24.94% on the same basis as compared with 2017. The revenue of major 
products in the pharmaceutical manufacturing and R&D segment for 2018 increased by 25.07% as compared to 2017. During 
the Reporting Period, the segment results and segment profit of the pharmaceutical manufacturing and R&D segment of the 
Group amounted to RMB1,785 million and RMB1,755 million respectively, representing a decrease of 4.05% and 4.51% as 
compared with 2017, respectively.

COST OF SALES

During the Reporting Period, cost of sales of the Group increased to RMB10,365 million from RMB7,609 million for 2017, 
representing an increase of 36.22% as compared to 2017.

GROSS PROFIT

Consistent with increased revenue and a smaller increase in cost of sales, during the Reporting Period, gross profit of the Group 
amounted to RMB14,349 million as compared to RMB10,753 million for 2017, representing an increase of 33.44% as compared 
to 2017. The gross margin of the Group for 2018 and 2017 were 58.06% and 58.56%, respectively. This year, the gross profit 
margin of the Group had a decrease of 0.50 percentage points as compared to 2017 primarily due to the impact of merger with 
Gland Pharma.

SELLING AND DISTRIBUTION EXPENSES

During the Reporting Period, the selling and distribution expenses of the Group amounted to RMB8,488 million, representing an 
increase of 46.57% as compared to RMB5,791 million for 2017. The change in selling and distribution expenses was mainly due 
to the adjustment to sales model of certain products, the preparations of sales team for products proposed to be launched, the 
market expansion in new and recent products, and the new acquisitions of enterprises during the Reporting Period.
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R&D EXPENSES AND R&D EXPENDITURE

During the Reporting Period, the total R&D expenditure of the Group amounted to RMB2,507 million, representing an increase 
of RMB978 million or 63.92% as compared to 2017. In particular, the R&D expenses amounted to RMB1,480 million, 
representing an increase of RMB453 million or 44.14% as compared to 2017. The R&D expenditure in the pharmaceutical 
manufacturing segment amounted to RMB2,250 million, representing an increase of RMB975 million or 76.49% as compared to 
2017, representing 12.0% of the revenue of the pharmaceutical manufacturing segment. In particular, R&D expenses amounted 
to RMB1,255 million, representing an increase of RMB456 million or 57.10% as compared to 2017, representing 6.7% of the 
revenue of the pharmaceutical manufacturing segment, mainly because the Group continued to increase its R&D investment in 
monoclonal antibody biopharmaceutical innovative drugs and biosimilars and small molecular innovative drugs, concentrated 
R&D expenditures in consistency evaluation and increase in R&D expenditure in innovation incubation platform.

SHARE OF PROFITS OF ASSOCIATES

During the Reporting Period, share of profits of associates of the Group amounted to RMB1,399 million from RMB1,367 million 
for 2017, representing an increase of 2.34% as compared to 2017, which was mainly due to the steady growth of Sinopharm 
Industrial, a principal associate, the losses in Fosun Kite, Intuitive Fosun and other newly established associates under the 
preliminary investment phase, the operating losses from similar R&D and other projects that the Group invested in early stages, 
the increase in the operating loss of United Family Hospital as the new hospitals in Pudong, Shanghai, Guangzhou and Beijing 
required more investments in early stages of construction, and other factors.

PROFIT FOR THE YEAR

Due to the above factors, profit for the Reporting Period of the Group amounted to RMB3,020 million from RMB3,585 million 
for 2017, representing an decrease of 15.76% as compared to 2017. Net profit margin of the Group for 2018 and 2017 were 
12.22% and 19.53%, respectively.

PROFIT FOR THE YEAR ATTRIBUTABLE TO OWNERS OF THE PARENT

During the Reporting Period, profit for the period attributable to owners of the parent of the Group amounted to RMB2,708 
million from RMB3,124 million for 2017, representing a decrease of 13.33% as compared to 2017.

DEBT STRUCTURE, LIQUIDITY AND SOURCES OF FUNDS

Total Debts

As at 31 December 2018, total debts of the Group increased to RMB23,203 million from RMB20,287 million as at 31 December 
2017 mainly due to the increase of bonds in issue during the Reporting Period. As at 31 December 2018, mid-to long-term debts 
of the Group accounted for 54.61% of its total debts, increasing by 6.22 percentage points as compared to 48.38% as at 31 
December 2017. As at 31 December 2018, cash and bank balances amounted to RMB8,547 million from RMB7,249 million as at 
31 December 2017, representing an increase of 17.91% as compared to 2017.

As at 31 December 2018, an equivalent amount of RMB11,186 million (31 December 2017: RMB11,372 million) out of the total 
debts of the Group was denominated in foreign currencies, and the remainder was denominated in RMB.
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As at 31 December 2018, cash and bank balances of the Group denominated in foreign currencies amounted to RMB2,042 
million (31 December 2017: RMB2,097 million).

Unit: million Currency: RMB

Cash and bank balances denominated in:
31 December 

2018
31 December 

2017

RMB 6,506 5,152
US dollars 1,306 1,259
HK dollars 23 210
Others 712 628

Total 8,547 7,249

Gearing Ratio



16 Shanghai Fosun Pharmaceutical (Group) Co., Ltd.

Management
Discussion and Analysis

AVAILABLE FACILITIES

As at 31 December 2018, save for cash and bank balances of RMB8,547 million, the Group had unutilized banking facilities of 
RMB26,694 million in aggregate. The Group has also entered into cooperation agreements with various major banks (the “Banks”) 
in China. According to such agreements, the Banks have granted the Group with general banking facilities to support its capital 
requirements. The utilization of such bank facilities was subject to the approval of individual projects from the Banks in 
accordance with banking regulations in China. As at 31 December 2018, total available banking facilities under these 
arrangements were approximately RMB43,592 million in aggregate, of which RMB16,898 million had been utilized. The 
Company obtained approval from the CSRC for public issuance of corporate bonds in the amount of no more than RMB5,000 
million to qualified investors on 5 February 2018. The approval is effective for a period of 24 months from the date on which the 
approval of the CSRC is obtained.

Collateral and Pledged Assets

As at 31 December 2018, the Group had placed the following assets as collateral for bank borrowings: property, plant and 
equipment amounting to RMB216 million (2017: RMB77 million) and prepaid land lease payments amounting to RMB30 million (31 
December 2017: RMB30 million).

As at 31 December 2018, the Group had pledged the following for bank borrowings: the entire equity interest in Alma Lasers 
Ltd. and Alma Lasers Inc. held by the Group and Pramerica-Fosun China Opportunity Fund L.P. (31 December 2017: 268,371,532 
shares in Guilin Pharma held by the Group and the entire equity interest in Alma Lasers Ltd. and Alma Lasers Inc. held by the 
Group and Pramerica-Fosun China Opportunity Fund L.P.). Details of the collateral and pledged assets are set out in note 31 to 
the financial statements.

Cash Flow

The cash of the Group is mainly used for meeting capital requirements, repaying interest and principal of debts due, paying for 
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As at 31 December 2018, the Group’s capital commitments contracted but not provided for amounted to RMB2,638 million. 
These were mainly committed for reconstruction and renewal of plant and machinery as well as new investees. Details of capital 
commitments are set out in note 42 to the financial statements.

Contingent Liabilities

As at 31 December 2018, the Group did not have any contingent liabilities.

Interest Coverage

In 2018, the interest coverage, which is calculated by EBITDA divided by financial cost was 6.30 times as compared with 9.66 
times for 2017. The interest coverage decreased mainly because of the increase in the interest expenditure during the Reporting 
Period, resulting from the increase in market interest rates and interest-bearing debts as well as other factors.

RISK MANAGEMENT

Foreign Currency Exposure

The Group has transactional currency exposures. Such exposures arise from sales or purchases by operating units and investing 
and financing activities by investment holding units in currencies other than the units’ functional currencies.

Interest Rate Exposure

It is the Group’s strategy to use debts with fixed and floating interest rates to manage its interest costs. The Group’s exposure to 
the risk of changes in market interest rates relates primarily to the Group’s debt obligations with floating interest rates.

BUSINESS REVIEW

1. The Board’s Discussion and Analysis on Operations of the Group for the Reporting Period

In 2018, amidst the situation that was full of challenges and uncertainties in the economies of the world and the PRC, 
there was ongoing further reform of the medical system in the PRC. The pharmaceutical manufacturing industry grew at a 
steady pace, while the research of innovative drugs enjoyed a period of rapid development, and medical devices and 
medical diagnosis benefited from the policies with opportunities for rapid development. With a strong demand for 
healthcare services and the gradual adjustment in the industry structure, the layout of healthcare service resources became 
more reasonable. During the Reporting Period, the Group adhered to its business philosophy of “Innovation for Good 
Health”, focused on its core pharmaceutical and healthcare businesses, continued to develop product innovation and 
improve management as well as international development, actively promoted the strategies of “organic growth, external 
expansion and integrated development”, thereby maintaining the balanced growth of its principal businesses.

During the Reporting Period, the revenue of the Group increased by 34.59% as compared to 2017 to RMB24,714 million, 
and excluding the impacts of the new acquisition of enterprises as comparable factors and other factors, the revenue 
would have increased by 20.44% on the same basis as compared to 2017. The revenue from pharmaceutical 
manufacturing and research and development (R&D) segment amounted to RMB18,499 million, representing an increase 
of 41.83% as compared to 2017, and 24.94% on the same basis as compared to 2017. The revenue from healthcare 
service segment amounted to RMB2,555 million, representing an increase of 22.42% as compared to 2017. The revenue 
from medical devices and medical diagnosis amounted to RMB3,627 million, representing an increase of 13.20% as 
compared to 2017.
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During the Reporting Period, the Group recorded revenue of RMB18,808 million in Mainland China, representing an 
increase of 25.29% as compared to 2017. A revenue of RMB5,906 million was recorded in foreign countries or regions, 
representing an increase of 76.26% as compared to 2017. The proportion of the Group’s overseas revenue was 23.90%, 
representing an increase of 5.65 percentage points as compared to 2017.

Gland Pharma, which was acquired by the Group in 2017, was under solid operation. During the Reporting Period, it 
benefited from the growth of major products such as vancomycin, enoxaparin injection and caspofungin and recorded an 
increase in revenue by 26.62% as compared to 2017, and its net profit increased by 39.92% as compared to 2017 (based 
on the financial statements of Gland Pharma in domestic currency and not taking into account the effects of amortization 
of appreciation from assets evaluation).

During the Reporting Period, the revenue from each segment was as follows:

Unit: million Currency: RMB

Business segment
Revenue

2018
Revenue

2017

Year-on-year 
increase/
decrease

(%)

Pharmaceutical manufacturing and R&D (Note 1) 18,499 13,043 41.83
Healthcare services (Note 2) 2,555 2,087 22.42
Medical devices and medical diagnosis (Note 3) 3,627 3,204 13.20

Note 1: The revenue of pharmaceutical manufacturing and R&D segment increased by 24.94% on the same basis as compared to 2017;
 
Note 2: The revenue of healthcare services segment increased by 4.69% on the same basis as compared to 2017;

Note 3: The revenue of medical devices and medical diagnosis segment increased by 12.27% on same basis as compared to 2017.

Sales grew during the Reporting Period and the receivables’ collection was good, while cash flow from operating activities 
continued to show a rising trend. In 2018, net cash flow from operating activities amounted to RMB2,950 million, 
representing an increase of 14.34% as compared to 2017.

During the Reporting Period, the Group continued to enhance its R&D expenditures. The total R&D expenditures for the 
year amounted to RMB2,507 million, representing an increase of RMB978 million or 63.92% as compared to 2017. In 
particular, R&D expenses amounted to RMB1,480 million, representing an increase of RMB453 million or 44.14% as 
compared to 2017. The R&D expenditures in the pharmaceutical manufacturing segment amounted to RMB2,250 million, 
representing an increase of RMB975 million or 76.49% as compared to 2017. In particular, the R&D expenses amounted to 
RMB1,255 million, representing an increase of RMB456 million or 57.10% as compared to 2017.
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During the Reporting Period, net profit attributable to shareholders of the listed company and net profit (after extraordinary 
gain or loss) attributable to shareholders of the listed company amounted to RMB2,708 million, and RMB2,090 million, 
respectively, representing a respective decrease of 13.33% and 10.92%, as compared to 2017. The decrease in 
extraordinary gain or loss compared with last year was mainly due to less gain from assets disposal during the Reporting 
Period, while the decrease in ordinary gain or loss was mainly affected by the increased investment in innovative R&D and 
improved business layout, as well as the deficit in certain associates and joint ventures, the increase in interest expenses, 
the expenses charged during the Reporting Period in respect of the employee share incentive scheme implemented by 
Shanghai Henlius, a subsidiary of the Company, the decrease in the profits of Aohong Pharma, and the provision for 
goodwill impairment of Breas, a subsidiary of the Company, amounting to RMB80 million during the Reporting Period and 
other factors:

(1) The Group is currently in the massive input R&D investment phase. A number of monoclonal antibody 
biopharmaceutical innovative drugs, biosimilars and small molecular innovative drugs entered into the clinical 
research phase, and generic drugs and consistency evaluation further accelerated. In addition, the Group promoted 
innovative R&D through various ways, which including setting up innovation incubation platforms. During the 
Reporting Period, Fosun Lead, Fosun Orinove, Novelstar and other innovation incubation platforms had successively 
commenced operation during the Reporting Period. During the Reporting Period, the total R&D expenses incurred by 
the Group was RMB1,480 million in total, representing an increase of RMB453 million or 44.14% as compared to 
2017.

(2) In addition, the Group also brought in new technologies through the establishment of joint ventures. The joint 
ventures and associates established by the Group, such as Fosun Kite and Intuitive Fosun, were still in the preliminary 
investment phase. Similar R&D and other projects that the Group invested in early stages were still recorded 
operating loss. United Family Hospital, an associate, recorded an increase in operating loss during the year as the new 
hospitals in Pudong, Shanghai, Guangzhou and Beijing required more investments in early stages of construction. 
During the Reporting Period, the operating results of Sinopharm Industrial, an associate, remained constantly growth. 
And the Group’s share in the investment income of Sinopharm Industrial amounted to RMB1,520 million in the year 
(Excluding the subsequent impacts of merger under common control), representing an increase of RMB68 million as 
compared to the corresponding period last year. Given the impact of the above factors, the share of profit or loss in 
joint ventures and associates except for Sinopharm Industrial amounted to a loss of RMB171 million, representing an 
increase of RMB70 million as compared to the loss incurred in the corresponding period of last year.

(3) With the increase in market interest rates and interest-bearing debts as well as other factors, the interest expenses of 
the Group increased by RMB352 million during the Reporting Period as compared to 2017.

(4) During the Reporting Period, the net profit of Aohong Pharma, a subsidiary, amounted to RMB230 million (taking 
into account the amortization of appreciation from asset evaluation), representing a decrease of 39.00% as 
compared to 2017 due to a decrease in the sales volume of Ao De Jin.

Pharmaceutical Manufacturing and R&D
During the Reporting Period, the pharmaceutical manufacturing and R&D segment of the Group generated revenue of 
RMB18,499 million, representing an increase of 41.83% as compared to 2017. Excluding the impacts of new acquisition of 
enterprises such as Gland Pharma as comparable factors, during the Reporting Period, the revenue of the pharmaceutical 
manufacturing and R&D segment increased by 24.94% on the same basis as compared with 2017. The segment results 
and segment profit amounted to RMB1,785 million and RMB1,755 million, which decreased by 4.05% and 4.51% as 
compared to 2017, respectively. The results and the profit of the pharmaceutical manufacturing and R&D segment 
decreased mainly due to an increase in the R&D expenditures, a decrease in the profit of Aohong Pharma, a subsidiary, and 
the implementation of a share option incentive scheme by Shanghai Henlius, a subsidiary, during the Reporting Period.
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The pharmaceutical manufacturing and R&D segment of the Group continued to grow steadily and the development of its 
professional operational team was further strengthened. In 2018, febuxostat tablets (You Li Tong), pitavastatin calcium 
tablets (Bang Zhi), quetiapine fumarate tablets (Qi Wei), anti-tuberculosis series, vancomycin, enoxaparin injection, 
alfacalcidol tablets (Li Qing), piperacillin sodium and sulbactam sodium for injection (Qiang Shu Xi Lin) and other products 
maintained rapid growth. In particular, febuxostat tablets (You Li Tong), pitavastatin calcium tablets (Bang Zhi), quetiapine 
fumarate tablets (Qi Wei) and vancomycin recorded a sales growth of 146%, 213%, 37% and 80%, respectively.

Revenue of major products of the Group in the major therapeutic areas during the Reporting Period is set out in the 
following table:

Unit: million Currency: RMB

Pharmaceutical manufacturing and R&D 2018 2017

Year-on-year 
increase on the 

same basis
(Note 1) (%)

Major products of cardiovascular system therapeutic area (Note 2) 1,852 1,556 19.05
Major products of central nervous system therapeutic area  

(Note 3) 1,774 1,553 14.21
Major products of blood system therapeutic area (Note 4) 711 586 21.25
Major products of metabolism and alimentary system therapeutic 

area (Note 5) 3,221 2,525 27.56
Major products of anti-infection therapeutic area (Note 6) 4,095 2,713 50.92
Major products of anti-tumor therapeutic area (Note 7) 500 435 15.06
Major products of APIs and intermediate products (Note 8) 1,301 1,389 – 6.30

Note 1: The sales income of 2017 is restated on the same basis for the sales income of Gland Pharma’s major products, which include vancomycin, 
daptomycin and caspofungin in the anti-infection therapeutic area; heparin series preparations in the cardiovascular system therapeutic area; and 
paclitaxel, carboplatin, oxaliplatin and ondansetron in the anti-tumor therapeutic area. The sales income of such products in 2017 has also been 
restated for amlodipine besylate tablets (Shi Li Da), a new major product in the cardiovascular system therapeutic area; escitalopram tablets (Qi 
Cheng), a new major product in the central nervous system therapeutic area; alfacalcidol tablets (Li Qing), a new major product in the metabolism 
and the alimentary system therapeutic area; mezlocillin sodium and sulbactam sodium for injection (Er Ye Jia), flucloxacillin sodium for injection (Ka 
Di), rabies vaccine (VERO cell) for human use (non-freeze dried), azithromycin capsules (Xin Ye and Si Ke Ni) and cefminox sodium for injection (Mei 
Shi Ling), all new major products in the anti-infection therapeutic area; and levamisole hydrochloride, a new major APIs and intermediate product;

Note 2: Major products of cardiovascular system therapeutic area include alprostadil dried emulsion (You Di Er), heparin series preparations, meglumine 
adenosine cyclophosphate for injection (Xin Xian An), calcium dobesilate (Ke Yuan), Telmisartan (Bang Tan), pitavastatin (Bang Zhi) and amlodipine 
besylate tablets (Shi Li Da);

Note 3: Major products of central nervous system therapeutic area include deproteinized calf blood injection (Ao De Jin), quetiapine fumarate tablets (Qi 
Wei) and escitalopram tablets (Qi Cheng);

Note 4: Major products of blood system therapeutic area include hemocoagulase for injection (Bang Ting) and Cobamamide for injection (Mi Le Ka);

Note 5: Major products of metabolism and alimentary system therapeutic area include reduced glutathione series (Atomolan injection and Atomolan 
tablets), febuxostat tablets (You Li Tong), glimepiride (Wan Su Ping), animal insulin and its formulation, recombinant human erythropoietin for 
injection (CHO cells) (Yi Bao), compound aloe capsules (Ke Yi), alfacalcidol tablets (Li Qing) and thioctic acid injection (Fan Ke Jia);
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Note 6: Major products of anti-infection therapeutic area include antimalarial series such as artesunate, anti-tuberculosis series, cefmetazole sodium for 
injection (Xi Chang and Cefmetazon), potassium sodium dehydroandrographolide succinate for injection (Sha Duo Li Ka), piperacillin sodium and 
sulbactam sodium for injection (Qiang Shu Xi Lin), piperacillin sodium and sulbactam sodium for injection 3g (Qin Shu), piperacillin sodium and 
tazobactam sodium for injection (Pai Shu Xi Lin), ceftizoxime sodium for injection (Er Ye Bi), mezlocillin sodium and sulbactam sodium for injection (Er 
Ye Jia), flucloxacillin sodium for injection (Ka Di), rabies vaccine (VERO cell) for human use (non-freeze dried), vancomycin, daptomycin, 
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As at the end of the Reporting Period, the Group’s R&D progress on monoclonal antibody is set out below:

No. Type Name of R&D project on drugs (products)

R&D stages in mainland China as at

the end of the Reporting Period

R&D stages in other 

countries and regions

as at the end of the Reporting 

Period

R&D stage

Stage of 

clinical trial R&D stage

Stage of 

clinical trial

1 Rituximab Application for sales Phase III 

completed  

(Note 1)

— —

2 Recombinant Anti-HER2 Humanized Monoclonal 

Antibody for Injection

Clinical trial Phase III Clinical trial (Note 2) Phase III

3 Recombinant Anti-TNFα Human

Monoclonal Antibody Injection

Clinical trial Phase III — —

4 Biosimilars Recombinant Anti-VEGF Humanized Monoclonal 

Antibody Injection

Clinical trial Phase III — —

5 Recombinant Anti-EGFR Human/Murine Chimeric 

Monoclonal Antibody Injection

Approved for clinical trial — — —

6 Recombinant Anti-VEGFR2 Domain II-III fully 

human monoclonal antibody Injection

Approved for clinical trial — — —

7 Recombinant Human/murine Chimeric Anti- 

CD20 Monoclonal Antibody Injection

Clinical trial Phase III (Note 3) — —

8 Biopharmaceutical 

innovative drugs

Recombinant Anti-VEGF Humanized Monoclonal 

Antibody Injection

Approved for clinical trial — — —

9 Recombinant Anti-VEGFR2 Fully Human 

Monoclonal Antibody Injection

Approved for clinical trial — Clinical trial (Note 4) Phase I

10 Recombinant Anti-EGFR Humanized Monoclonal 

Antibody Injection

Clinical trial Phase Ib/II Clinical trial (Note 4) Phase I

11 Recombinant Humanized Anti-PD–1 Monoclonal 

Antibody injection

Approved for clinical trial — Clinical trial (Note 5) Phase I

12 Recombinant Fully Human Anti-PD-L1 Monoclonal 

Antibody Injection

Approved for clinical trial — Clinical trial (Note 6) Phase I

13 HLX22 Monoclonal Antibody Injection Application for clinical trial accepted — — —

14 Combo (Combined 

treatment)

Combo of Recombinant Humanize Anti-PD–1 

Monoclonal Antibody Injection and 

Recombinant Anti-VEGF Humanized 

Monoclonal Antibody Injection

Clinical trial Phase I — —

Note 1: The application to market and register Rituximab (Han Li Kang) was approved by the NMPA on 22 February 2019;

Note 2: Such drugs for breast cancer indications commenced phase III clinical trials in Ukraine, Poland and the Philippines as at the end of the Reporting 
Period;

Note 3: Phase III clinical trials were carried out for drugs for rheumatoid arthritis indications as at the end of the Reporting Period;

Note 4: Such drugs were approved for clinical trials in Mainland China, Taiwan region and the United States; phase I clinical trials were carried out in the 
Taiwan region of China and Phase Ib/II clinical trials were carried out in Mainland China as at the end of the Reporting Period;

Note 5: Phase I clinical trials were carried out in the Taiwan region of China as at the end of the Reporting Period;

Note 6: Phase I clinical trials were carried out in Australia as at the end of the Reporting Period.
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As at the end of the Reporting Period, specific R&D progress of the Group on small molecular chemistry innovative drugs is 
set out below:

No. Name of R&D project on drugs (products) R&D stages as at the end of  the Reporting Period
R&D stage Stage of clinical trial

1 Foritinib Succinate Capsules (Note 1) Clinical trial Phase I
2 FCN-411 (Note 2) Clinical trial Phase I
3 PA-824 Clinical trial Phase I
4 FN-1501 (Note 3) Clinical trial Phase I
5 FCN-437 (Note 4) Clinical trial Phase I
6 Wanpagliflozin Tablets Approved for clinical trial —
7 FCN-159 Approved for clinical trial —
8 Orin1001 (Note 4) Filed for clinical trial in the U.S. —
9 Docetaxel polymeric micelle for Injection (Note 5) Clinical trial Phase I

Note 1: Representing R&D project FC-110;

Note 2: Representing R&D project FC-102;

Note 3: As of the end of the Reporting Period, FN-1501 has been approved for clinical trials in Mainland China, the U.S. and Australia, and phase I clinical 
trials were carried out in the U.S. and Australia;

Note 4: As of the end of the Reporting Period, FCN-437 and Orin1001 have been approved to conduct clinical trial in the U.S.;

Note 5: This is an improved new product.

During the Reporting Period, a total of 99 patents had been applied for in the pharmaceutical manufacturing and R&D 
segment of the Group, including 12 U.S. patent applications, 1 Japanese patent application, 2 European patent 
applications, 5 Indian patent applications, and 4 PCT applications, with 35 licensed patents obtained, all of which being 
invention patents.

The Group has placed great emphasis on quality and risk management throughout the life cycle of its products, and 
implemented stringent quality and safety control mechanisms and pharmacovigilance mechanism at each stage of the 
production chain from R&D to pulling off shelf of products. The Group’s pharmaceutical manufacturing and R&D segment 
has fully implemented the concept of quality and risk management and focused on quality control mechanisms such as 
annual quality review, change management, deviation management, out-of-specification (OOS) investigation, corrective 
and preventive actions (CAPA) and audit on suppliers. The Group’s pharmaceutical manufacturing segment continued to 
push forward the improvement of qualification certifications. As at the end of the Reporting Period, all subsidiaries of the 
Group that engaged in pharmaceutical manufacturing business fulfilled the new GMP in China. While ensuring that the 
production lines fulfill the new GMP in China, the Group encouraged the companies in the pharmaceutical manufacturing 
segment to comply with international standards, and pushed them forward to put international Current Good 
Manufacturing Practice (cGMP) certifications such as the U.S., European Union and World Health Organization (WHO) into 
practice. As at the end of the Reporting Period, more than 10 APIs of the Group received GMP certifications of national 
health authorities from the U.S. FDA, EU, Ministry of Health, Labor and Welfare of Japan and Federal Ministry of Health; 
during the Reporting Period, 4 pharmaceutical manufacturing sites and 3 API production sites of Gland Pharma passed 
reviews/certifications in accordance with the drug regulations in the United States, Europe, Brazil and other countries. 1 
production line for oral solid dosage formulation, 3 production lines of injections and 5 production lines for APIs of Guilin 
Pharma obtained Prequalification from the WHO-PQ; and 1 production line of oral solid dosage formulation of Yao 
Pharma, was recognized by Health Canada and the U.S. FDA.
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While intensively cultivating the business, the Group also actively participated in the pilot reform of the pharmaceutical 
industry. At the beginning of the Reporting Period, Fosun Pharmaceutical Industrial, the headquarters’ platform for the 
pharmaceutical manufacturing segment, became the first marketing authorization holder for drug products in Shanghai, 
which will promote continuous improvement in the Group’s ability to exert quality control throughout the life cycle of 
pharmaceuticals, and push forward the expansion of the pharmaceutical manufacturing business.

Meanwhile, the Group continued to focus on innovation and international development, and strived to develop strategic 
products. Whilst actively seeking opportunities for mergers and acquisitions as well as consolidation in the industry, the 
Group also consolidated and integrated its current product lines and various resources and proactively expanded its 
international market in order to expand its pharmaceutical manufacturing and R&D segment while achieving continuous 
and rapid growth of its revenue and profit.

Healthcare Services
In 2018, the Group continued to reinforce its primarily completed strategic deployment of healthcare services segment with 
high-end healthcare institutions in the more developed coastal cities and specialty and general hospitals in second-tier and 
third-tier cities in the PRC. Through continuous promotion of specialties layout at medical institutions, as well as internal 
integration and external expansion, the Group established regional medical centers and a supply chain spanning major 
health industries to enhance operating capabilities and profitability. As at the end of the Reporting Period, the Group has 
completed the preliminary strategic deployment of its healthcare services with high-end healthcare institutions in the more 
developed coastal cities and specialty and general hospitals in second-tier and third-tier cities in the PRC, and has 
completed the industrial layout of key discipline planning, specialty hospitals and third-party diagnosis on the provincial, 
municipal and regional level.

During the Reporting Period, among the hospitals controlled by the Group, Chancheng Hospital, passed the JCI 
international hospital standard with flying colors, and became the first Grade A Class III general private hospital in China to 
pass the sixth edition of JCI standard. Another hospital was categorized as a Grade A Class II hospital. Through the efforts 
in establishing hospital class, the groundwork for the business layout had been laid, which involved 4 Class II hospitals led 
and supported by 3 Class III hospitals in terms of business and discipline development. Among the investee hospitals of the 
Group, 1 Class III hospital and 3 Class II hospitals of Huaihai Medical Group were under collaborative development, while 1 
Class III hospital and 3 Class II hospitals of Sinopharm Medical Investment were building synergetic networks in specialty 
areas such as reproductive and rehabilitation. At the same time, through the acquisition of the controlling interest in 
Wuhan Jihe Hospital and investment in Tongshu Biological during the Reporting Period, the Group developed its own 
healthcare service market in Central China and accelerated the layout of third-party examination. In addition, through an 
increased shareholding in Chancheng Hospital and investment in Foshan Chancheng Medical Health Hive Project (the “Health 
Hive Project”), the medical advantage of Chancheng Hospital was further manifested in Southern China, which also served 
a demonstrative purpose to hospitals from near to far. The Health Hive project, which was based on the medical resources 
of Chancheng Hospital, the acquired Hengsheng Hospital and Zhuhai Chancheng all played an important role in the 
strategic layout of healthcare services in Southern China as well as the business expansion in developed coastal cities and 
regions. Meanwhile, the Group continued to actively explore and participate in the new business model of providing 
healthcare services on the Internet to achieve a seamless integration of online and offline services and formed a closed 
circuit of O2O so as to explore the innovation of medical services operation and model. In addition, the newly established 
Zhuorui Outpatient was being prepared to become a high-end clinic and health-check center, which was an integration of 
resources across major health industries. Moreover, the Group also cooperated with local governments, universities, 
hospitals and other parties to further reserve and consolidate various resources in achieving complementary advantages 
and mutual development.
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As at the end of the Reporting Period, the medical institutions controlled by the Group mainly include Chancheng Hospital, 
Hengsheng Hospital, Zhongwu Hospital, Wenzhou Geriatric Hospital, Guangji Hospital, Jimin Hospital, Zhuhai Chancheng 
and Wuhan Jihe Hospital* (武漢濟和醫院). During the Reporting Period, the healthcare services entities controlled by the 
Group realized total revenue of RMB2,555 million, representing an increase of 22.42% as compared to 2017. During the 
Reporting Period, segment results were RMB301 million, representing an increase of 3.83% as compared to 2017, and 
segment profit was RMB209 million, representing a decrease of 6.59% as compared to 2017 mainly due to the increase in 
operating loss of that year as a result of the preliminary investments in new hospitals in Shanghai Pudong, Guangzhou and 
Beijing by United Family Hospital, an associate. Excluding the impacts of United Family Hospital, the profit of the healthcare 
services segment increased by 19.51% as compared to 2017. As at the end of the Reporting Period, the total number of 
authorized beds available for the public in Chancheng Hospital, Hengsheng Hospital, Zhongwu Hospital, Wenzhou 
Geriatrics Hospital, Guangji Hospital, Jimin Hospital, Zhuhai Chancheng and Wuhan Jihe Hospital, etc. controlled by the 
Group was 4,118 in aggregate.

During the Reporting Period, the Group continued to actively support and facilitate the development and deployment of 
hospital and clinic network under United Family Hospital, a leading high-end healthcare services brand. In 2018, the United 
Family Hospital maintained its brand awareness and prominent positions in high-end healthcare segment in major cities 
such as Beijing, Tianjin and Shanghai. Shanghai United Family Pudong Hospital, Guangzhou United Family Hospital and 
Hainan Boao United Family Clinic had commenced operation, while the preparation works for Shanghai United Family Puxi 
Hospital had begun.

While investing in the domestic healthcare service industry, the Group also paid close attention to the exploration of new 
business models by healthcare service sectors across global mainstream markets.

Medical Devices and Medical Diagnosis
In 2018, the Group continued to push the development of the medical devices and medical diagnosis segment forward.

During the Reporting Period, the Group realized revenue of RMB3,627 million from the medical devices and medical 
diagnosis segment, representing an increase of 13.20% as compared to 2017. During the Reporting Period, segment 
performance and segment profit amounted to RMB558 million and RMB440 million respectively, which increased by 
16.31% and 13.48% as compared to 2017, respectively.

During the Reporting Period, Sisram Medical continued to accelerate the development of the global market and especially 
key emerging markets while strengthening its new product portfolio, in particular, by increasing R&D of medical devices 
and extending its production line into the clinical treatment area. In 2018, the revenue of Sisram Medical amounted to 
US$154 million, representing an increase of 12.44% as compared to 2017 (based on the financial statements of Sisram 
Medical; 1 product of Sisram passed EU CE certification, and 2 products of Sisram were approved by the U.S. FDA.

In 2018, the revenue of HPV diagnostic reagent and T-SPOT test kits increased rapidly as compared to 2017. The number 
of surgeries performed by Da Vinci surgical robotic system, which was distributed by the Group, maintained rapid growth 
during the Reporting Period and recorded a year-on-year increase of 20% in Mainland China and Hong Kong.

Pharmaceutical Distribution and Retail
During the Reporting Period, Sinopharm, an investee of the Group, put continuous efforts in accelerating industry 
consolidation and expanding the distribution and retail network of pharmaceutical products. It also actively seized the 
opportunities of rapid development of medical device industry and vigorously developed medical device distribution 
business. In 2018, Sinopharm realized a revenue of RMB344,526 million, net profit of RMB9,404 million and net profit 
attributable to shareholders of the parent of RMB5,836 million, which represented an increase of 11.73%, 8.53% and 4.67% 
as compared to 2017 (after restatement of amount for the corresponding period of last year), respectively.
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In the pharmaceutical distribution sector, the distribution network covered 31 provinces, municipalities and autonomous 
regions across China as the end of the Reporting Period, with a prefecture-level administrative region coverage rate of 97% 
and a county-level administrative region coverage rate of 98%. During the Reporting Period, Sinopharm’s revenue from the 
pharmaceutical distribution business increased by 9.29% as compared to 2017 to RMB281,049 million. In respect of retail 
pharmacy, the retail network of Sinopharm covered 30 provinces, municipalities and autonomous regions and more than 
229 cities during the Reporting Period, with the total number of retail pharmacies reaching 5,183. During the Reporting 
Period, Sinopharm’s revenue from retail pharmacy increased by 19.46% as compared to 2017 to RMB14,804 million. In 
respect of medical device distribution, Sinopharm actively seized the opportunities of rapid development of medical device 
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In collective procurement and strategic procurement, the Group further promoted collective procurement projects in cross-
business segments and sectors in 2018. As at the end of the Reporting Period, 14 collective procurement and strategic 
bidding projects for analytical instruments and consumables, production materials, production equipment, medical 
equipment, medical devices, VOC treatment, and infrastructure construction etc. had been completed. Through the 
advancement of the collective procurement project and strategic agreement, the Group exerts a platform effect, realizing 
cost reduction and efficiency. We also traced the implementation of collective procurements as well as procurements under 
strategic agreements and collected all kinds of procurement information of the Group for comprehensive statistical analysis 
and analyzed cost reduction status, providing further basis for management to optimize procurement strategy. We also 
adopted a risk management system with respect to the procurement and tendering platform this year, so as to avoid 
potential risks in the procurement and tendering process in advance, and to further purify the procurement environment. 
We established a digitalized procurement platform and had a trial run, which demonstrated integrity, transparency, 
comparability and traceability in the procurement business, realizing the goal of procurement cost reduction by increasing 
procurement efficiency.

In respect of anti-corruption compliance, the Company successively formulated systems including the Anti-Corruption 
Regulations, the Administrative Regulations on Reporting and the Regulations on the Protection and Reward of Informers 
and Witnesses, so as to further enhance the anti-corruption compliance system. The Group also focused on investigating 
reported clues and monitoring areas of higher corruption risk to ensure lawful operations of the Group.

Environment, Health and Safety
During the Reporting Period, the Group continued to proceed with the establishment and operation of the management of 
environment, health and safety (EHS). On the one hand, the Group continued to accelerate and promote the mapping and 
thorough implementation of the EHS management system standard (HOPES) for hospitals in the healthcare services 
segment, and established HOPES leading hospitals to help the healthcare services segment rise to EHS management 
standard. On the other hand, the Group introduced the EHS management standard to the pharmaceutical manufacturing 
and R&D segment, establishing the unprecedented four-layered requirement. We adopted a cross-checking model, among 
others, to expedite the establishment and optimization of the system. Meanwhile, as we established and developed the 
system, we also completed the training and recruitment of EHS talents to accumulate a talent base for the Group’s EHS 
management system.

For on-site EHS improvement work, the Group built, upgraded and renovated various environmental protection facilities 
based on the principal objective of hardware improvement. The Group also improved its ability to govern corporate 
environmental pollutants, in order to ensure continuous and stable discharge in accordance with relevant standards, and to 
reduce the total amount of environmental pollutants discharged. During the Reporting Period, a number of medical 
institutions of the Group began to build or upgrade their sewage treatment facilities, built new treatment equipment for 
atmospheric pollutants, and introduced new energy-saving equipment and technologies for energy conservation, making 
active efforts to reduce carbon emission.

In respect of the cultivation of an EHS culture, the Group continued to carry out its EHS management month campaign, 
which emphasized and highlighted the importance of environmental protection as well as work safety among employees, 
and required the management to attach importance to EHS by participating in EHS works in terms of manpower, resources 
and capital. The campaign required the management to guide employees in actively participating in EHS works, so as to 
fulfil their obligations for environmental protection and safety. Meanwhile, the Group continued to promote and expedite 
training for EHS teams and talents. Therefore, projects such as “EHS WeChat Classroom”, “EHS Expert Training” and “EHS 
Special Training Library” were developed successively to enhance the team’s awareness and capability in EHS, and to train 
professional and technical personnel for EHS, providing a pool of talents for further improvement in EHS.
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During the Reporting Period, the Group piloted the “Green Chain Extension Audit” on green chain management. A total 
of 23 subsidiaries conducted on-site and/or document audits with their suppliers, and identified hidden EHS risks with the 
supplying end, paving a way for the collaborative optimization of supply chain management and the supply chain in 
general.

Financing
During the Reporting Period, the CSRC approved the Company’s public issuance of Corporate Bonds with an aggregate 
nominal value of not more than RMB5 billion, pursuant to which, the Company completed the issuance of three phases of 
corporate bonds, raising a total of RMB2.8 billion. In addition, the Company received the Notice of Registration from 
NAFMII for its mid-term notes and super short-term commercial papers amounting to RMB5 billion respectively. At the 
same time, the Group continued to strengthen its cooperation with PRC-funded banks in financing business and intersified 
businesses with foreign banks, and further increased the credit facilities on the basis of maintaining good cooperative 
relationship between Chinese and foreign-funded financial institutions. During the Reporting Period, new credit facilities 
from Chinese and foreign-funded banks amounted to approximately RMB4 billion, providing favorable conditions for the 
Group to strengthen the development of its principal business and implement internationalization strategies. As at the end 
of the Reporting Period, the Group received over RMB40 billion in credit facilities from major cooperative banks.

Social Responsibility
In pursuit of sustainable development of talents and products, the Group actively implemented the philosophy of “Innovation 
for Health”, and remained committed to assuming the civic responsibility of corporates. The Group regarded innovation as 
its most important social responsibility. Focusing on unmet medical needs, the Group continued to innovate, so as to 
provide patients and customers with better, more convenient and more affordable products and services. Artesunate for 
injection, an innovative drug whose independent intellectual property right was owned by the Group, had saved the lives 
of more than 20 million people with severe malaria worldwide.

With respect to quality control, the Group established a product quality system that was in line with international 
standards. During the Reporting Period, the Group continued to take forward Fosun Pharma Operation Excellence (FOPEX) 
and officially launched FOPEXTAR, a star-rated factory evaluation, which continuously improved the efficiency of corporate 
management and operation. The Group was also deploying pharmacovigilance management for the entire life cycle of 
pharmaceutical products. With reference to international standards, the Group established a pharmacovigilance system 
from R&D to market launch, so as to safeguard the drug use of patients.

With respect to social welfare, the Group had organized charity events in support of education, scientific research and 
innovation, healthcare and poverty alleviation and childcare. Meanwhile, the Group actively responded to and facilitated 
the implementation of the Central Government’s decision and plan of “targeted poverty alleviation and elimination”. In 
collaboration with its subsidiaries, the Group organized various kinds of targeted poverty alleviation activities in respect of 
education for poverty elimination, healthcare and poverty alleviation, social poverty alleviation and basic support. In 2018, 
the Company took an active role in the “Village Doctors for Healthcare and Poverty Alleviation Project”, which was jointly 
initiated by the Poverty Alleviation Office of National Health Commission, Fosun Foundation and “Health News”. The 
Group also collaborated with Chinese Antituberculosis Association and Hongqi Pharma, a subsidiary, to launch the “Double 
Thousand Actions” project, alleviating poverty of patients with tuberculosis. In addition, the Group supported education, 
scientific research and innovation through sponsorship to the School of Life Sciences in Fudan University, Shenyang 
Pharmaceutical University, teaching price at China Pharmaceutical University and projects such as Tan Jia Zhen Life Sciences 
Prize* (談家楨生命科學獎).

With respect to social responsibilities, the Company was successively awarded various recognitions in 2018, including the 
Golden Bee CSR Report Evergreen Award and Outstanding Enterprises Award in Social Responsibilities, etc. It was also 
named in the ESG 50 Index of China and Ze Ren Yun ESG 100 Index (責任雲ESG100指數).
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2. Major Operations in the Reporting Period

A. Analysis on Principal Operations
Analysis of Changes in Relevant Items of Income Statement and Statement of Cash Flows

Unit: million Currency: RMB

Items
Amount

for the period

Amount
for the

corresponding
period of
last year

Year-on-year 
change Reasons

(%)

Revenue 24,714 18,362 34.59 Note 1
Cost of sales 10,365 7,609 36.23 Note 2
Selling and distribution expenses 8,488 5,791 46.58 Note 3
Administrative expenses 2,291 1,774 29.14 Note 4
Research and development expense 1,480 1,027 44.14 Note 5
Finance costs 930 578 60.90 Note 6
Net cash flow generated from operating activities 2,950 2,580 14.34
Net cash flow generated from investment 

activities –5,245 –10,504 50.07 Note 7
Net cash flow generated from financing activities 3,138 9,909 –68.34 Note 8
R&D expenditures 2,507 1,529 63.92 Note 5

Note: Items (other than R&D expenditures) are extracted from the consolidated income statement and consolidated statement of cash flows.

Note 1: The increase in revenue was mainly due to the growth in revenue of major products, the contributions from new acquisitions of enterprises 
and expansion of business of healthcare services during the Reporting Period. Excluding the impacts of the new acquisition of enterprises as 
comparable factors and other factors, the revenue increased by 20.44% on the same basis as compared to 2017;

Note 2: The increase in cost of sales was mainly due to the sales growth of major products and the impacts of new acquisitions of enterprises 
during the Reporting Period;

Note 3: The increase in selling and distribution expenses was mainly affected by adjustment to sales model of certain products, the preparations of 
sales team for products proposed to be launched, the market expansion in new and recent products, and the new acquisitions of 
enterprises during the Reporting Period;

Note 4: The increase in administrative expenses was mainly affected by new acquisitions of enterprises and the amortization of appreciation of asset 
evaluation. Excluding the impacts of the new acquisition of enterprises and the establishment of new enterprises, the administrative 
expenses increased by 12.49% on the same basis as compared to 2017;

Note 5: The increase in R&D expenditures and R&D expenses was mainly due to the increase in the R&D expenditures of innovative 
biopharmaceutical drugs, biosimilar and small molecular innovative drugs, concentrated R&D expenditures in consistency evaluation and 
increase in R&D expenditure in innovation incubation platform during the Reporting Period;

Note 6: The increase in finance costs was mainly affected by factors including the increase of market interest rate and interest-bearing debts during 
the Reporting Period;

Note 7: The increase in net cash flow generated from investment activities was mainly due to the amounts paid for the acquisition of a subsidiary, 
Gland Pharma, in the corresponding period of last year;

Note 8: The decrease in net cash flow generated from financing activities was mainly due to the raising of funds for the acquisition of Gland 
Pharma in the corresponding period of last year.
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I. Analysis of Revenue and Cost of Sales
During the Reporting Period, revenue of the Group increased by 34.59% to RMB24,714 million from 2017.

The change in revenue was mainly attributable to the revenue growth of core products, contributions from the 
newly acquired enterprises and expansion of healthcare services business.

(1) Principal Operations by Segments, Products and Geographical Locations

Unit: million Currency: RMB

Principal Operations by Segments

By segments Revenue
Cost of 

sales

Gross 
profit 

margin

Year-on-year 
change in 

revenue

Year-on-year 
change in 

cost of sales

Year-on-year
change in

gross margin
(%) (%) (%)

Pharmaceutical 
manufacturing and R&D 
(Note 1)

18,499 6,522 64.74 41.83 47.19 decrease of 1.29 
percentage points

Healthcare services 2,555 1,888 26.11 22.42 25.35 decrease of 1.73 
percentage points

Medical devices and medical 
diagnosis

3,627 1,888 47.94 13.20 15.75 decrease of 1.15 
percentage points

Note 1: The increase in revenue and cost of sales of the pharmaceutical manufacturing and R&D segment as compared to the 
corresponding period last year, was mainly due to sales growth in major products and the contribution from new 
acquisitions of enterprises during the Reporting Period; while the decrease in gross profit margin was mainly affected by the 
merger of Gland Pharma, and excluding the impacts of Gland Pharma, the gross profit margin of the pharmaceutical 
manufacturing and R&D segment could have increased 1.67 percentage points on the same basis.
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Principal Operations by Products

By products (Note 1) Revenue
Cost of 

sales

Gross 
profit 

margin

Year-on-year 
change in 

revenue

Year-on-year 
change in 

cost of sales

Year-on-year
change in

gross margin
(%) (%) (%)

Major products of 
cardiovascular system 
therapeutic area (Note 2)

1,852 610 67.07 19.05 47.70 decrease of 6.39 
percentage points

Major products of central 
nervous system 
therapeutic area (Note 3)

1,774 97 94.56 14.21 –21.58 increase of 2.48 
percentage points

Major products of blood 
system therapeutic area

711 34 95.27 21.25 –25.78 increase of 3.00 
percentage points

Major products of 
metabolism and alimentary 
system therapeutic area 
(Note 4)

3,221 563 82.53 27.56 9.68 increase of 2.85 
percentage points

Major products of anti-
infection therapeutic area 
(Note 5)

4,095 1,078 73.66 50.92 26.30 increase of 5.13 
percentage points

Major products of anti-tumor 
therapeutic area (Note 6)

500 137 72.65 15.06 15.19 decrease of 0.03 
percentage point

Major products of APIs and 
intermediate products  
(Note 7)

1,301 952 26.83 –6.30 –1.63 decrease of 3.47 
percentage points

Principal Operations by Geographical Locations

By Geographical Locations Revenue
Cost of 

sales

Gross 
profit 

margin

Year-on-year 
change in 

revenue

Year-on-year 
change in 

cost of sales

Year-on-year
change in

gross margin
(%) (%) (%)

Mainland China 18,808 6,751 64.11 25.29 17.59 increase of 2.36 
percentage points

Overseas countries or regions 
(Note 8)

5,906 3,614 38.80 76.26 93.54 decrease of 5.47 
percentage points

Note 1: In 2018, the figures of principal business by therapeutic areas included the core product data of Gland Pharma. In the 
corresponding period of 2017, the revenue and cost of sales were restated for the core products of Gland Pharma on the 
same basis.

Note 2: The revenue of major products of the cardiovascular system therapeutic area recorded a year-on-year increase of 19.05%, 
which was mainly due to the sales growth of pitavastatin (Bang Zhi), telmisartan (Bang Tan), amlodipine besylate tablets (Shi 
Li Da) and enoxaparin injection.

Note 3: The revenue of major products of the central nervous system therapeutic area recorded a year-on-year increase of 14.21%, 
mainly due to the sales growth of quetiapine fumarate tablets (Qi Wei) and escitalopram tablets (Qi Cheng) and changes in 
the price of deproteinized calf blood injection (Ao De Jin).
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Note 4: The revenue of major products of the metabolism and the alimentary system therapeutic area recorded an increase of 
27.56% on the same basis, mainly due to the sales growth of febuxostat tablets (You Li Tong), thioctic acid injection (Fan 
Ke Jia) and alfacalcidol tablets (Li Qing).

Note 5: The revenue of major products of the anti-infection therapeutic area recorded a year-on-year increase of 50.92%, mainly 
due to the sales growth of products including the anti- tuberculosis series, cefmetazole sodium for injection (Xi Chang and 
Cefmetazon), piperacillin sodium and sulbactam sodium (Qiang Shu Xi Lin), vancomycin, caspofungin, antimalarial series 
such as artesunate and rabies vaccine (VERO cell) for human use (non-freeze dried).

Note 6: The revenue of major products of the anti-tumor therapeutic area recorded a year-on-year increase of 15.06%, mainly due 
to the sales growth of bicalutamide (Zhao Hui Xian), pemetrexed disodium for injection (Yi Luo Ze) and ondansetron.

Note 7: The revenue of major products of APIs and intermediate products recorded a year-on-year decrease of 6.3%, mainly due to 
price adjustment of the amino acid series.

Note 8: The increase of revenue and cost of sales in overseas countries and regions were mainly due to contribution from the new 
acquisition of subsidiary in 2017, and the change of gross profit margin was affected by the acquisition of Gland Pharma.

(2) Analysis of Cost

Unit: million Currency: RMB

By Segments
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II. Expenses
During the Reporting Period, the selling and distribution expenses of the Group amounted to RMB8,488 
million, representing an increase of 46.58% as compared to 2017. The change in selling and distribution 
expenses was mainly affected by the adjustment to sales model of certain products, the preparations of sales 
team for products proposed to be launched, the market expansion in new and recent products, and the new 
acquisitions of enterprises during the Reporting Period.

During the Reporting Period, the administrative expenses of the Group amounted to RMB2,291 million, 
representing an increase of 29.14% as compared to 2017. The change in administrative expenses was mainly 
affected by new acquisitions of enterprises and the amortization of premium thereof. Excluding the impacts of 
the new acquisitions of enterprises and the establishment of new enterprises, the management expenses 
increased by 12.49% on the same basis as compared to 2017.

During the Reporting Period, the R&D expenses of the Group amounted to RMB1,480 million, representing an 
increase of 44.14% as compared with 2017. The change in R&D expenses was mainly due to the increase in 
the R&D expenditures in biosimilar, innovative biopharmaceutical drugs and small molecular innovative drugs, 
concentrated R&D expenditures in consistency evaluation and increase in R&D expenditure in innovation 
incubation platform during the Reporting Period.

During the Reporting Period, the finance costs of the Group amounted to RMB930 million, representing an 
increase of 60.90% as compared to 2017. The change in finance costs was mainly affected by the increase of 
market interest rate and interest-bearing debts as well as other factors during the Reporting Period.

III. R&D Expenditures

R&D Expenditures

Unit: million Currency: RMB

R&D expenditures expensed for the period 1,480
R&D expenditures capitalized for the period 1,027
Total R&D expenditures 2,507
Total R&D expenditures as a percentage of revenue (%) 10.1
R&D expenditures in the pharmaceutical manufacturing segment as a percentage of the 

revenue from the pharmaceutical manufacturing segment 12.0
The number of R&D staff in the Group (including QA and QC) 4,464
The number of R&D staff (including QA and QC) as a percentage of  

the total number of staff in the Group (%) 15.80
Percentage of R&D expenditures capitalized (%) 40.98

Descriptions
During the Reporting Period, the R&D expenditures in the pharmaceutical manufacturing segment amounted 
to RMB2,250 million, representing an increase of RMB975 million or 76.49% as compared to 2017, accounting 
for 12.0% of the revenue from the pharmaceutical manufacturing segment, mainly due to the continuous 
increase in the R&D expenditures in biosimilar, innovative biopharmaceutical drugs and small molecular 
innovative drugs, concentrated expenditures in consistency evaluation and increase in R&D expenditure in 
innovation incubation platform during the Reporting Period.
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IV. Cash Flows

Unit: million Currency: RMB

Items

Amount
for the 
period

Amount
for the 

corresponding
period of
last year

Ratio of 
Change Reasons

(%)

Net cash flow generated 
from operating activities

2,950 2,580 14.34 Mainly due to the sales growth, good 
return, and operational enhancement 
of the Group during the Reporting 
Period

Net cash flow generated 
from investment 
activities

–5,245 –10,504 50.07 Mainly due to the amount paid for the 
acquisition of Gland Pharma in the 
corresponding period of last year

Net cash flow generated 
from financing activities

3,138 9,909 –68.34 Mainly due to the raising of funds for 
the acquisition of Gland Pharma in 
the corresponding period of last year

B. Description on the non-principal business leading to significant changes in profit

Not applicable
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C. Assets and liabilities analysis

Assets and liabilities

Unit: million Currency: RMB

Items

Amount as at 
the end of the 

period

Percentage of 
the amount as 

at the end of 
the period to 

the total assets

Amount as at 
the end of last 

period

Percentage of 
the amount as 

at the end of 
last period to 

the total assets

Ratio of change 
for the amount 
as at the end of 

the period as 
compared with 

the amount as at 
the end of
last period Reasons

(%) (%) (%)

Investment in joint 
ventures

447 0.63 647 1.04 –30.91 Mainly due to the disposal of certain 
equity interests in joint ventures 
during the Reporting Period 
transforming them into associates

Equity investments at fair 
value through other 
comprehensive 
income

126 0.18 — — N/A Mainly due to the implementation of 
new financial instrument standards 
during the Reporting Period, under 
which, the original available for sale 
financial assets were classified to 
financial assets at fair value through 
other comprehensive income and the 
changes in fair value of the financial 
assets

Financial assets at fair 
value through profit 
or loss — non-current

2,506 3.55 — — N/A Mainly due to the implementation of 
new financial instrument standards 
during the Reporting Period, under 
which the available for sale financial 
assets was classifies into equity 
investment at fair value through 
profit or loss-non current, and the 
changes in the fair value of the 
financial assets

Other non-current assets 1,053 1.49 554 0.89 90.07 Mainly due to the increase of advance 
payment for the purchase of fixed 
assets during the Reporting Period

Financial assets at fair 
value through profit 
or loss — current

616 0.87 219 0.35 181.28 Mainly due to the implementation of 
new financial instrument standards 
during the Reporting Period, under 
which the available for sale financial 
assets was classifies into equity 
investment at fair value through 
profit or loss-current and the changes 
in the fair value of the financial assets

Trade and bills payable 2,333 3.31 1,782 2.88 30.92 Mainly due to the increase in purchase 
during the Reporting Period

Contract liabilities 531 0.75 — — N/A Mainly due to the implementation of 
new revenue standards during the 
Reporting Period, and the 
reclassification of prepayment from 
customer to contract liabilities
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D. Analysis on investments
Major Subsidiaries and Investees
(1) Operation and Results of Subsidiaries

 Operation and Results of Major Subsidiaries

Unit: million Currency: RMB

Name of subsidiary
Nature of 
business Major products or services

Registered
capital

Total
assets

Net
assets Revenue

Operating
profit

Net
profit

Yao Pharma Pharmaceutical 
manufacturing

Atomolan, You Di Er, 
Sha Duo Li Ka, Xi Chang, 
Cefmetazon, etc.

197 4,651 2,546 5,657 814 705

Wanbang Pharma Pharmaceutical 
manufacturing

You Li Tong, Yi Bao, Xihuang 
capsules, Wan Su Ping 
enoxaparin sodium series, etc.

440 3,701 2,098 3,966 558 452

Aohong Pharma Pharmaceutical 
manufacturing

Ao De Jin, Bang Ting 108 2,402 1,627 1,770 277 230

Gland Pharma Pharmaceutical 
manufacturing

Heparin sodium, vancomycin, 
rocuronium bromide, etc.

N/A 6,245 4,796 1,912 448 283 

Note 1: The figures of revenue, operating profit and net profit of Yao Pharma included the impact of merger with Hunan Donting 
Pharmaceutical Co., Ltd.* (湖南洞庭藥業股份有限公 司) under common control this year;

Note 2: The data of Aohong Pharma and Gland Pharma included appreciation of asset evaluation and amortization of appreciation 
of asset evaluation.

 Status of Other Major Subsidiaries

Unit: million Currency: RMB

Name of subsidiary Nature of business Major products
Registered 

capital
Total 

assets
Net 

assets Revenue Net profit

Chancheng Hospital Healthcare services Healthcare services 50 1,985 1,438 1,364 195
Sisram Medical Medical devices Medical cosmetics devices, medical 

devices
N/A 2,403 2,156 1,020 145

Note 1: The data of Chancheng Hospital include appreciation of asset evaluation and amortization of appreciation of asset 
evaluation.

Note 2: The data of Sisram Medical is prepared in accordance with Hong Kong Financial Reporting Standards.
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(2) Operation and Results of Investee Companies whose Net Profit Contributing More Than 10% of the 
Group’s Net Profit

Unit: million Currency: RMB

Name of investee Nature of business Principal activities
Registered 

capital
Total 

assets
Net 

assets Revenue
Operating 

profit
Net 

profit

Sinopharm Industrial Pharmaceutical 
investment

Pharmaceutical 
investment

100 235,734 68,557 343,699 12,220 9,419

Note 1: The figures of revenue, operating profit and net profit of Sinopharm Industrial included the impact of merger with China National 
Scientific under common control this year.

(3) Acquisition and Disposal of Subsidiaries for the Year (including the Purposes, Methods and Effects of the 
Acquisitions and Disposals and the Effects on the Group’s Overall Operation and Results)

 Acquisition of Subsidiaries in 2018
On 29 June 2018, Yao Pharma, a subsidiary of the Company, entered into an agreement with Avic 
Xinxing, pursuant to which Yao Pharma acquired 75.7408% of equity interest in Avic Pharma. As at the 
end of the Reporting Period, Yao Pharma held 75.7408% equity interest in Avic Pharma.

On 17 August 2018, Fosun Hospital Investment, a subsidiary of the Company, entered into an Equity 
Transfer Agreement with Tian Shiming (田世明) and Tian Zhongxi (田重喜), pursuant to which Fosun 
Hospital Investment acquired 55% of equity interest in Wuhan Jihe Hospital through equity transfer and 
capital contribution. As at the end of the Reporting Period, Fosun Hospital Investment held 55% of equity 
interests in Wuhan Jihe Hospital.

On 28 August 2018, Fosun Long March, a subsidiary of the Company, entered into an Equity Transfer 
Agreement with Bohao Biotech, pursuant to which Fosun Long March acquired 65% of equity interest in 
Bohao Medical through equity transfer. As at the end of the Reporting Period, Fosun Long March held 
65% of equity interests in Bohao Medical

On 20 December 2018, Qianda Tianjin, a subsidiary of the Company, entered into an Equity Transfer 
Agreement with Yang Jianpeng (楊建朋), pursuant to which Qianda Tianjin acquired 55% of equity 
interest in Jianyou Chengye through equity transfer and capital contribution. As at the end of the 
Reporting Period, Qianda Tianjin held 55% of equity interests in Jianyou Chengye.
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The impact of disposal of subsidiaries in 2018 on the Group’s operation and results:

Unit: million Currency: RMB

Name of subsidiary Acquired through

Net assets
(as at

the end of 
Reporting 

Period)

Net profit (from 
date of 

acquisition/
merger up to

the end of 
Reporting 

Period)

Date of 
acquisition/

merger

Avic Pharma Equity transfer 231 1 25 October 2018
Wuhan Jihe Hospital Equity transfer and 

capital contribution
112 4 29 September 2018

Bohao Medical Equity transfer 22 –1 28 September 2018
Jianyou Chengye Equity transfer 50 — 26 December 2018

Note: The above data include appreciation of asset evaluation and amortization of appreciation of asset evaluation.

 Disposal of Subsidiaries in 2018
On 9 January 2018, the strike-off of a subsidiary, namely Sichuan Nuoya Medical, was completed.

On 8 November 2017, Fosun Hospital Investment, a subsidiary, entered into an Equity Transfer 
Agreement with Wang Weiguo and Wang Xiang, pursuant to which Fosun Hospital Investment 
transferred its 45% equity interests in Hunan Jingren to Wang Weiguo and Wang Xiang in stages. As at 
the end of the Reporting Period, Fosun Hospital Investment still held 20% equity interests in Hunan 
Jingren, transforming Hunan Jingren from a subsidiary to an associate.

On 8 April 2018, Wanbang Pharma, a subsidiary, entered into an Equity Transfer Agreement with Liu 
Haiquan (劉海泉), pursuant to which Wanbang Pharma transferred its 51% equity interests in 
Heilongjiang Wanbang to Liu Haiquan. As at the end of the Reporting Period, Wanbang Pharma no 
longer held any equity interests in Heilongjiang Wanbang.

On 29 October 2018, Wanbang Pharma, a subsidiary, entered into an Equity Transfer Agreement with 
Tiancheng Pharma (天誠藥業), pursuant to which Wanbang Pharma transferred its 35% equity interests 
in Wanbang Tiancheng to Tiancheng Pharma. As at the end of the Reporting Period, Wanbang Pharma 
held only 45% of equity interests in Wanbang Tianchneg, transforming Wanbang Tiancheng from a 
subsidiary to an associate.

On 23 November 2018, Fosun Pingyao, a subsidiary, entered into an Equity Transfer Agreement with Ye 
Xueqiang (葉雪強), Wang Liwen (王立文) and Hu Xueke (胡學科), pursuant to which Fosun Pingyao 
transferred its entire equity interests in Anji Innovation to Ye Xueqiang, Wang Liwen and Hu Xueke. As at 
the end of the Reporting Period, Fosun Pingyao no longer held any equity interests in Anji Innovation.
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The disposals of the subsidiaries in 2018 have the following effect on the Group’s production and results:

Unit: million Currency: RMB

Name of subsidiary Disposed through

Net assets
as at date of 

disposal

Net profit 
from 

beginning of 
Reporting 

Period to date 
of disposal Date of disposal

Sichuan Nuoya Medical Strike-off –1 – 9 January 2018
Hunan Jingren Equity transfer 64 – 17 January 2018
Heilongjiang Wanbang Equity transfer –1 1 11 April 2018
Wanbang Tiancheng Equity transfer –10 –13 29 October 2018
Anji Innovation Equity transfer 13 0 10 December 2018

E. Core Competence Analysis
According to its strategy, the Group mainly develops its pharmaceutical manufacturing and R&D as well as healthcare 
services segments. It also maintains its long-term investment in Sinopharm. The pharmaceutical manufacturing and 
R&D as well as medical devices and medical diagnosis segment of the Group are in a leading position in the industry. 
The healthcare services business of the Group also took the lead in terms of business development and integration 
capability in the industry. The core competitiveness of the Group can be reflected in its multi-layered product lines, 
strong R&D capability, highly standardized production management capability, high-quality service capability, 
professional marketing capability and international business development and integration capability, as well as the 
capability of constructing a global manufacturing and supply chain with cost advantages.

In addition, the Group’s capabilities in investment, merger and acquisition activities and consolidation have been 
widely recognized in the pharmaceutical industry, providing a solid foundation for the Group to make a leap-forward 
development in the future. The dual listing status creates favorable conditions for the Group to rapidly expand its 
scale of operation and enhance its competitiveness through merger and acquisition activities.

In order to maintain its continuous growth, the Group will continue to follow the direction of China’s Thirteenth Five-
year Plan in relation to the pharmaceutical industry, take advantage of its competitive strengths and adhere to the 
strategies of organic growth, external expansion and integrated development.

F. Employees and Remuneration Policies
As at the end of the Reporting Period, the Group had a total of 28,245 employees. The employee’s remuneration 
policies of the Group are formulated on the basis of the results, work experience and salary level prevailing in the 
market.
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3. The Board’s Discussion and Analysis on Future Development of the Company

A. Competition and Development Trends of the Industry
In 2019, the pharmaceutical and healthcare industry of China enters into a stage of crucial transformation, presenting 
both opportunities and challenges. In terms of market demand and payment, three factors are driving the continuous 
development of the pharmaceutical industry in China, namely, the accelerated aging process in the country, the 
Government’s investment in the pharmaceutical and health industry, which is continuously increasing, and the 
increase in per capita disposable income. Moreover, the prevalence of geriatric diseases, chronic diseases, cancer and 
autoimmune diseases will grow continuously in the foreseeable future. There are many patients’ needs to be met. 
These drivers will continue to exist and push the industry to develop at a pace faster than the GDP growth. In terms 
of industry structure, strategic emerging industries are led and encouraged by the State to undergo industrial 
upgrade and structural optimization, under which, affordable and quality generic drugs as well as high-value 
innovations based on clinical needs will become the development trend of the pharmaceutical industry. In terms of 
national policies, a series of policies and their implementation promoted the structural optimization and innovative 
transformation of enterprises at home, including the introduction of industry policies relating to various rare diseases, 
the continuous acceleration and deepening of policy reforms relating to medical review and approval, the 
acceleration and promotion of consistency evaluation relating to oral and injectable drugs, and the releases of the 
updated National Essential Medicine List in 2018. The Outline of the 13th Five-Year Plan for the national 
pharmaceutical industry was formulated and released, putting forward higher requirements for the overall industrial 
structure. Pharmaceutical enterprises with advantages in scale, technology, brand name and marketing are provided 
an unprecedented opportunity for development. From the perspective of this particular industry condition, the 
industry background of co-existing challenges and opportunities will remain unchanged in the future.

In terms of challenges, on the one hand, the consistent concern about the drug quality, system standards and 
standardized operation of pharmaceutical enterprises from the government, especially the increasingly demanding 
planning and requirements on pharmaceutical distribution channels and marketing environment, have procured the 
industry to be more regulated, standardized and efficient, which may bring great pressure and challenges for certain 
enterprises in China in short term. However, in the long run, such efforts will facilitate the upgrading of the entire 
industrial structure and the further concentration of industry. The accelerated implementation of regulation and 
control over prices and classification of pharmaceutical products, reform of the medical insurance payment system 
and the implementation of the centralized pharmaceutical procurement system will pose greater challenges to the 
overall cost and quality control capabilities of pharmaceutical companies, at the same time promoting the integration 
progress of the pharmaceutical industry in the country. The level of industrial concentration will rapidly increase by 
way of acquisition and reorganization. On the other hand, as relatively greater uncertainties lurk within the global 
economy and international environment, the international expansion of domestic enterprises will be subject to various 
challenges. However, it will be difficult for the trend of transnational information, technology, talents and capital 
flows to change in the long run, which presents opportunities for the rapid development of PRC companies with 
capabilities to innovate independently and carry out international expansion. While facing with favorable capital 
market conditions and product market opportunities, the international expansion of PRC pharmaceutical enterprises 
is also consistent with the policy directions of the government’s industry plans.

In terms of opportunities, the innovation capacity of enterprises will have rapid development. In particular, some 
quality pharmaceutical enterprises will realize the market value of their excellent R&D results built up during the 
Twelfth Five-year Plan period, thus further encouraging domestic pharmaceutical enterprises to increase R&D 
expenditures and develop high-value-added industry. Besides, in view of the international market, the pace of 
international development of the domestic pharmaceutical industry as a whole has accelerated. Various quality 
products have obtained approvals for market access in Europe, the U.S., Japan and other developed countries. The 
international and global development of PRC pharmaceutical enterprises significantly accelerates, which is in line with 
the overall policy direction of the government’s industry plans.
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At the same time, the healthcare services segment in China will further open up and the participation in the segment 
by social enterprises has been highly encouraged, such as by further opening up market access, encouraging social 
enterprises to enter into the healthcare services sector and streamlining administrative review procedures for the 
provision of private healthcare. In addition, the restrictions on approvals and review of multiple practices have been 
further reduced, and the purchase approval of basic medical insurance has also been gradually loosened. The Group 
has entered the healthcare services segment since 2009 and is accelerating its deployment of the medical services 
network while accumulating operation and management experience in medical services.

The Board is of the opinion that the Group, as a pharmaceutical enterprise with a considerable size and being the 
first pharmaceutical and healthcare group to develop internationally with the use of internet technology while 
creating product competitiveness, will continue to strengthen its business operation and invest more resources to 
support product innovation and market expansion. At the same time, the Group will continue to proactively carry out 
mergers and acquisitions in therapeutic areas with greater unmet needs, and steadily increase its production 
capabilities to continuously enhance its competitiveness in the market. As for the healthcare service sector, the Group 
will seize the opportunities and speed up its expansion amid the favorable policies.

B. Development Strategies
In 2019, the Group will continue to be committed to its mission of improving human health, adhere to its corporate 
philosophy of “Innovation for Good Health”, and endeavor to capture the opportunities presented by the broad 
pharmaceutical market in China, the rapid growth of generic drugs in mainstream markets worldwide as well as the 
continuous research and development in innovative drugs. It will uphold the “4IN (Innovation, Internationalization, 
Integration and Intelligentization)” Strategy and adhere to the development model of organic growth, external 
expansion and integrated development, and further its efforts in acquiring quality companies in the international 
pharmaceutical industry. By continuing to optimize and integrate resources in the pharmaceutical industry chain and 
strengthening product innovation and product marketing systems, the Group will actively implement 
internationalization, enhance the competitiveness of products and the brand and enhance the core competence of 
the Group, further enhancing its operating results. Meanwhile, the Group will continue to actively explore financing 
channels domestically and internationally and create favorable conditions for the continuous development of the 
Group.

C. Operation Plan
In 2019, the development of the pharmaceutical industry will be presented with both challenges and opportunities. 
The Group will endeavor to optimize its product-oriented strategy, further increase its R&D expenditures, and 
strengthen R&D efficiency. In addition, the Group will continue to optimize operational efficiency in the healthcare 
service industry, and to expand the construction of competitive disciplines and enhance quality control so as to 
expand the operating scale in the segment and improve its capabilities in operation, management and 
internationalization. Meanwhile, the Group will continue to pay attention to merger and acquisition opportunities of 
quality pharmaceutical R&D companies abroad and at home, of medical devices and medical diagnosis companies, 
and within the healthcare service sector, so as to consolidate the pharmaceutical and medical devices distribution of 
Sinopharm with the retail industry.

In 2019, the Group plans to achieve rapid growth and aim to make revenue of not less than RMB27 billion. 
Meanwhile, the Group will strive to control costs and various expenses. As a result, the increase in costs will not be 
greater that the growth in revenue and the cost of sales ratio and management expense (excluding R&D expenses) 
ratio will be relatively stable. Also, the percentage of R&D expenditure on pharmaceutical manufacturing segment to 
the total sales revenue from the pharmaceutical business will not be less than 5% so as to enhance profit margin and 
profitability of the major products.
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The above operation objectives do not represent the profit forecast and performance commitment of the 
Group for 2019. The achievement of the objectives is subject to various internal and external factors with 
uncertainty. Investors should pay attention to investment risk.

The Group will continue to optimize its control throughout operation and enhance the efficiency of asset operations. 
Specific strategies and actions include:

(1) The pharmaceutical business of the Group will continue to focus on therapeutic areas such as cardiovascular 
system, central nervous system, blood system, metabolism and alimentary system, anti-infection and anti-
tumor, and proactively push forward the transformation of marketing teams, which highlights professionalism, 
branding and digitalization. The Group will also step up its R&D efforts and enhance management over the life 
cycles of products, so as to maintain and further improve their leading positions in the respective market 
segments. Meanwhile, the Group will increase its R&D expenditures in an effort to develop strategic product 
lines, and develop R&D systems for new pharmaceutical products that are in line with international standards, 
in order to solidify the core competence of its pharmaceutical manufacturing business.

(2) The Group will continue to seize the business and investment opportunities arising from the opening up of the 
healthcare services segment to social enterprises. The Group will continuously increase its investments in the 
healthcare services segment in an effort to expand the scale of our healthcare services business and to innovate 
its model. Meanwhile, the Group will actively realise the operation mode of a medical group by seeking new 
mergers and acquisitions opportunities in healthcare services, so as to form a diversified and multi-layer layout 
in the Pearl River Delta Greater Bay Area, Huaihai Economic Zone and Yangtze River Delta which consists of 
medical groups and medical associations, an integration of hospitals and specialty hospitals, and linkage 
between chain specialist clinics and third-party medical centers. The healthcare institutions controlled by the 
Group will further strengthen their disciplines and quality management, so as to enhance operational efficiency 
and accelerate business development.

(3) The Group will continue to develop and introduce medical devices and diagnostic products, launch new 
products and enrich existing product lines. The Group will continue to enhance the development of domestic 
and overseas sales network and its professional sales team, and innovate a diversified marketing model focusing 
on major technology platforms and innovative technologies, so as to increase the market share of its products. 
The Group will also actively seek opportunities to invest in quality companies both domestically and 
internationally, with a view to becoming a leading integrated supplier of product and services.

(4) The Group will continue to consolidate and rapidly develop Sinopharm’s pharmaceutical and medical devices 
distribution business, and continue to expand Sinopharm’s competitive advantages in pharmaceutical and 
medical devices distribution as well as in the retail sector.

Pharmaceutical Manufacturing and R&D
In 2019, the Group will continue to focus on innovation and international development, and strive to develop 
strategic products. Whilst actively seeking opportunities for mergers and acquisitions as well as consolidation in the 
industry, the Group seeks to achieve continuous growth of its revenue and profit.
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The Group will proactively push forward the development of professional marketing teams and follow-on products in 
therapeutic areas such as cardiovascular system, central nervous system, blood system, metabolism and alimentary 
system, anti-tumor and anti-infection. In addition to solidifying the market position and product growth in its existing 
key segments and products, the Group will further its efforts in promoting products such as the anti-malaria series 
including the rituximab (Han Li Kang) and antimalarial series such as artesunate, febuxostat tablets (You Li Tong), 
recombinant human erythropoietin (Yi Bao), calcium dobesilate (Ke Yuan), new compound aloe capsules (Ke Yi), 
pitavastatin calcium tablets (Bang Zhi), quetiapine fumarate tablets (Qi Wei) and cefmetazole sodium for injection (Xi 
Chang and Cefmetazon), so as to maintain and further improve the leading position in their respective market 
segments.

The Group will continue to adopt the strategy to integrate imitation with innovation to combine international 
technology licenses with domestic industry-university-research cooperation, and increase its R&D expenditures driven 
by the cooperation tie of “project plus technology platform”. Project approval process for new products will continue 
to be strictly implemented by the Group in order to enhance the efficiency of research and development. The Group 
will strengthen the development of the teams for the registration of pharmaceutical products in order to accelerate 
the approval process of existing products as well as to support innovation. The Group will actively facilitate the R&D 
and registration processes for products including monoclonal antibody products and small molecular innovative drugs 
and ensure that the development and registration processes will be completed on schedule. The Group will also 
accelerate its efforts to link its R&D with the market situation so that demand and supply are better matched. The 
Group will fully take advantage of the benefits of various R&D platforms, and strive to develop strategic product lines 
as well as R&D systems that are in line with international standards for new pharmaceutical products, and accelerate 
the development and reserve for follow-on strategic products.

At the same time, the Group will seize such opportunity of consistency evaluation on generic drugs, to maintain and 
expand its market position in advantage types and make a new deployment in the market for the Group’s products. 
The Group will continue to promote the consistency evaluation of nearly 60 generic drugs, which will be selected 
from therapeutic areas such as the cardiovascular system, the metabolism and alimentary system, the central nervous 
system and anti-infection. In addition, by participating in the pilot system for the holder of listing license, the Group 
will promote the development and continuous improvement of the management model and experience relating to 
the drug listing license holder system, and exert quality control over the entire life cycle of drugs.

In addition, the Group will also further expand and intensify its cooperation with the leading pharmaceutical 
companies in the world in order to give full play to the advantages of connecting momentum in China to global 
resources, making innovations in cooperation model and searching for new momentum. In 2019, the Group will 
further facilitate the listing of Shanghai Henlius on the Hong Kong Stock Exchange, and proceed to make use of the 
industry experience of the Group and the leading research and development in the world for the purpose of active 
cooperation among pharmaceutical manufacturing enterprises, in order to solidify the core competence of its 
pharmaceutical manufacturing business.
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Healthcare Services
In 2019, the Group will continue to seize the business and investment opportunities arising from the opening up of 
the healthcare services segment to social enterprises. The Group will continuously increase its investments in the 
healthcare services segment, and strengthen the established strategic deployment of its healthcare services business, 
which integrates high-end healthcare services in coastal developed cities and specialty hospitals and general hospitals 
in second-tier and third-tier cities, in an effort to expand the scale of our healthcare services business. The healthcare 
institutions controlled by the Group will further strengthen their discipline construction and quality management, 
enhance operational efficiency and accelerate their business development. With Chancheng Hospital gaining JCI 
international certification, the Group further increasing its shareholdings in Chancheng Hospital, and the launch of 
the Health Hive Project, the radiation coverage and regional influence of Chancheng Hospital’s medical services 
continued to expand, and the layout of the Group’s healthcare services business enjoyed improvements in Southern 
China. The Group will also facilitate the reconstruction and expansion of the Taizhou Zhedong Hospital, Zhongwu 
Hospital and Guangji Hospital as well as the implementation of the Huai’an Xinghuai International Hospital Project, 
and actively seek new opportunities for merger and acquisition of healthcare services. Furthermore, the Group will 
continue to support and promote the development of United Family Hospital, a high-end brand for healthcare 
services, and in particular the business expansion of Guangzhou United Family Hospital and Shanghai United Family 
Pudong Hospital, in order to accelerate the development of its high-end healthcare services characterized by multiple 
levels, diversification and extensibility.

Medical Devices and Medical Diagnosis
In 2019, the Group will increase its investments in R&D, manufacturing and sales of medical devices. Sisram Medical 
will further stimulate the R&D and sales of medical and medical cosmetic devices and actively explore synergy and 
innovation in service models with other business segments in order to expand the coverage of the industry chain. 
Meanwhile, the Group will continue to leverage its strengths in expanding international operations, and with its 
existing overseas companies as platforms, vigorously explore cooperation with overseas companies on the basis of 
proactive integration and seek investment opportunities in outstanding domestic and foreign medical devices 
enterprises and introduction of high-end medical devices, while using precise medical care as the entry point to 
achieve industrial upgrade and growth of scale in its medical devices business. The Group will continue to expand its 
product portfolio and diversify its product lines and marketing channels through investment, acquisitions and mergers 
of the relevant companies, gradually forming a closed circuit.

In 2019, the Group will continue to develop and introduce products, launch new products and enrich new product 
lines for its diagnostic business. The Group will continue to enhance the development of domestic and overseas sales 
network and its professional sales team, and innovate a diversified marketing model focusing on major technology 
platforms and innovative technologies. The Group will also actively seek opportunities to invest in quality companies 
both domestically and internationally, with a view to becoming a leading integrated supplier of diagnosis product 
and services in the PRC and participating in the international market.

Pharmaceutical Distribution and Retail
In 2019, the Group will continue to facilitate consolidation and rapid development of Sinopharm in its pharmaceutical 
distribution business, and the continued expansion of the competitive advantages of Sinopharm in the pharmaceutical 
and medical devices distribution and retail sector.

Financing
In 2019, the Group will continue to explore the financing channels domestically and internationally, continuously 
optimize its financing structure and debt structure, lower financial costs and further enhance its core competence, so 
as to consolidate its leading position in the industry.
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D. Financial Needs Required by the Group for Maintaining the Current Operations and Completing 
Investment Projects under Construction
With the organic growth of the Group and the steady growth in the industry consolidation, the Group expects to 
invest approximately RMB2,000 million for production capacity expansion, plant relocation and the development of 
cGMP and reconstruction and expansion of hospitals in 2019. Primary sources of funding include, among others, the 
Group’s own capital, cash flow from operating activities, and proceeds from debt and equity financing.

E. Potential Risks
I. Risks in relation to industry policies and system reforms

Pharmaceutical industry is one of the industries most affected by national policies in the PRC. Enterprises which 
engage in production and sale of pharmaceutical products, medical devices and diagnostic products must 
obtain relevant permits issued by food and drug supervision and administration authorities. The product quality 
is regulated under stringent laws and regulations. The pharmaceutical industry is currently at the stage where 
relevant state policies are under significant adjustment and is strictly controlled. Although the Group’s major 
business segments in manufacturing and sale for pharmaceutical products, diagnostic products and medical 
devices have obtained the above-mentioned permits and approvals issued by food and drug supervision and 
administration authorities, the state may adjust its regulations in respect of the manufacturing and sale of 
pharmaceutical products, diagnostic products and medical devices. If the Group is unable to make 
corresponding adjustment and improvement, the production and operation of the Group may be adversely 
affected. In addition, with the official launch of reform of drugs and pharmaceutical system, industry 
consolidation and transformation in business models are inevitable. The exploratory medical reform in the PRC 
will directly affect the development trend of the entire pharmaceutical industry. Implementation of policies and 
measures regarding drug price reduction, production quality regulations and environmental protection practice 
will also directly affect the profitability and production cost of pharmaceutical enterprises, which in turn affect 
the production and operation of the Group.

In the field of healthcare services, uncertainties remained in the reforms of public hospitals, which accounted 
for the mainstay of medical services. They proposed a variety of strategic options for the entry of social forces, 
and were of the view that social forces might contribute greatly if state-owned enterprises in medical 
institutions were given policy opportunities.

II. Market risks
Due to the huge market size and great development potential of the pharmaceutical market in the PRC, leading 
international pharmaceutical enterprises have been entering the market. At the same time, the participation of 
enterprises from other industries in the competition and the existence of numerous domestic pharmaceutical 
enterprises across the PRC result in the excessive number of pharmaceutical manufacturing companies, 
fragmented market and low market concentration. Hence, market competition has been intensified. The 
intense competition among domestic pharmaceutical companies and the implementation of reform measures 
relating to, among others, deregulation of drug prices and medical insurance fund coverage have increased the 
risk of uncertainty in product pricing of pharmaceutical manufacturing companies.

With respect to the overseas regulatory markets dominated by the United States, which had been entered into 
through acquisitions, the competition for generic drugs was fierce, the price of which continued to fall, and 
drug regulatory agencies implemented increasingly stringent requirements on production quality. These factors 
constituted unavoidable risks during the deepening of internationalization. In emerging markets such as Africa, 
with the continuous entry of generic pharmaceutical companies such as India, the Group was also under 
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III. Business and operating risks
Being a special commodity, pharmaceutical products are directly related to life and health. The quality issues 
arising from raw materials, production, transportation, storage and usage of pharmaceutical products may have 
adverse impact on the production, operation and market reputation of the Group. On the other hand, in the 
event that the new drugs of the Group do not align with the changing market demand, or the Group fails to 
develop new products or the Group’s new products do not receive positive market response, the operating 
costs of the Group will increase, which adversely affected the Group’s profitability and future development.

Pharmaceutical manufacturing companies are exposed to environmental risks during the production process. 
Residue, waste gas, waste liquid and other pollutant produced will be harmful to the nearby environment if 
they are not treated properly, which in turn affect the normal production and operation of the Group. Despite 
the strict compliance by the Group of the relevant environmental protection laws, regulations and standards for 
its waste treatment and emission of residue, waste gas and waste liquid, the environmental protection costs 
incurred by the Group may increase in light of the enhanced social awareness on environmental protection over 
time, and the potential implementation of more stringent environmental protection laws and regulations by 
central and local government.

There also exist risks of medical malpractice in the healthcare services segment, including complaints and 
disputes between doctors and patients arising from medical malpractice, medical misdiagnosis and incidents 
relating to defects of treatment devices. In the event of serious medical malpractice, relevant compensation and 
loss may be incurred by the Group, and operation results, brand and market reputation of the Group’s 
healthcare services segment could be adversely affected.

IV. Management risks
(1) Management risks in relation to business expansion

With the implementation of the internationalization strategies of the Group, the scale of export of the 
Group’s products and the region coverage of its overseas production will be expanded. The Group may 
face various problems during the process of implementation of internationalization strategies, including 
unfamiliarity with the overseas markets, difference in the demands between overseas and domestic 
customers, and implementation of trade protection policies in certain countries. At the same time, with 
the further expansion in global sales network of the Group, the scale of sales and the scope of business 
scope, there are higher requirements on the operating and management ability of the Group. If the 
Group’s capability regarding production, marketing, quality control, risk management, compliance with 
integrity and talent training does not align with the development pace of the internationalization of the 
Group or the requirement for the expansion of the Group, the Group is exposed to operating and 
management risks. In addition, as the proportion of procurement, sales and acquired businesses that are 
settled in foreign currencies has been increasing, the exchange fluctuation between RMB and other 
currencies may affect the operation of the Group.

(2) Risks arising from acquisitions and reorganizations
It is one of the development strategies of the Group to facilitate acquisitions and business consolidations 
so as to achieve economies of scale. However, there might be legal, policy and operating risk exposures 
during the process of acquisitions and business consolidations. Upon successful acquisitions, the 
requirements on the operation and management of the Group will become higher. If acquisitions cannot 
bring about the synergistic impact, the operating results of the Group may be adversely affected.

V. Force majeure risks
Severe natural disasters and abrupt public health incidents may harm the properties and personnel of the 
Group, and may affect the ordinary production and operation of the Group.
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Other Events

1. Share Increase Plan of Mr. Wu Yifang
On 30 December 2016, the Company was notified by Mr. Wu Yifang, an executive Director, president and chief 
executive officer of the Company, that he intended to increase his shareholding in the Company (including A Shares 
and/or H Shares) on the secondary market during the 12-month period from 3 January 2017 (inclusive), if and where 
appropriate, and the cumulative amount thereof shall not be less than RMB20 million. As at 2 January 2018 (after 
trading hours), the implementation period of the share increase plan of Mr. Wu Yifang lapsed. From 3 January 2017 
to 2 January 2018, Mr. Wu Yifang acquired a total of 755,900 shares (including 443,900 A Shares and 312,000 H 
Shares) of the Company for an aggregate amount of approximately RMB20.90 million, representing approximately 
0.03% of the total number of shares issued by the Company as at 2 January 2018 (ie. 2,495,131,045 shares).

2. The Restricted A Share Incentive Scheme II
On 30 October 2017, the Board considered and approved the repurchase and cancellation of 70,150 Restricted A 
Shares which were granted to grantees of the Restricted A Share Incentive Scheme II, namely Mr. Dong Zhichao, Mr. 
Wang Shuhai and Mr. Deng Jie, at a buy-back price of RMB10.54 per share. Such portion of shares had not been 
unlocked. The total consideration for the repurchase amounted to RMB739,381. Such shares were cancelled on 18 
May 2018.

On 13 November 2018, the Board considered and approved the repurchase and cancellation of 162,350 Restricted A 
Shares which were granted to grantees of the Restricted A Share Incentive Scheme II, namely Mr. Li Chun, Mr. Li 
Dongjiu, Mr. Shao Ying, Ms. Shi Jiajue, Ms. Zhou Ting, Ms. Yan Jia, Ms. Zhang Ye, Mr. Deng Jie and Mr. Song Dajie 
at a repurchase price of RMB10.54 per share. Such Restricted A Shares had not been unlocked. The total 
consideration for the repurchase amounted to RMB1,711,169. The number of grantees of the Restricted A Share 
Incentive Scheme II reduced to 32 from 41. Such Restricted A Shares will be repurchased and cancelled by the 
Company.

On 19 November 2018, the Board considered and approved, the resolution in relation to the fulfillment of the 
conditions for unlocking the third tranche of the Restricted A Shares in respect of the Restricted A Share Incentive 
Scheme II, and the conditions for unlocking the relevant Restricted A Shares have been satisfied by 32 grantees. As a 
result, a total of 712,300 Restricted A Shares were unlocked, and the listing and trading of such Restricted A Shares 
commenced on 30 November 2018.

3. The Public Issuance of Corporate Bonds to Qualified Investors
The Shareholders approved the public issuance of Corporate Bonds by the Company on 29 June 2017.

The approval on the public issuance of the Corporate Bonds to the qualified investors was issued by CSRC on 5 
February 2018, pursuant to which it approved the Company to publicly issue the Corporate Bonds not exceeding 
RMB5 billion to qualified investors.

The issuance of the First Tranche of Corporate Bonds in 2018, “18 Fosun 01”, was completed by the Company on 
15 August 2018 and the issuance size was RMB1.3 billion. The value date of “18 Fosun 01” is 13 August 2018, with 
the final coupon rate at 5.10%.

The public issuance of the Corporate Bonds (Second Tranche) in 2018, namely type 1 “18 Fosun 02” and type 2 “18 
Fosun 03”, were completed by the Company on 4 December 2018 and the issuance size of “18 Fosun 02” and ”18 
Fosun 03” was RMB500 million and RMB1 billion, respectively. The value date of “18 Fosun 02” and ”18 Fosun 03” 
is 30 November 2018, with the final coupon rate at 4.47% and 4.68%, respectively.
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4. 2017 Shareholding Increase Plan of the Controlling Shareholder
As notified by Fosun High Tech, the controlling shareholder of the Company, in writing on 9 May 2017 and 24 May 
2017, Fosun High Tech intended to increase its shareholding in the Company (including A Shares and/or H Shares) on 
the secondary market by itself and parties acting in concert with it during the 12-month period from 9 May 2017 
(inclusive), if and where appropriate, and the cumulative total amount thereof shall not be less than RMB70 million. 
The increased shareholding percentage of Fosun High Tech and parties acting in concert with it shall not in aggregate 
exceed 2% of the total issued shares of the Company prior to the completion of H Shares placing in May 2017 (i.e. 
2,414,474,545 shares). As of 8 May 2018 (after trading hours), the implementation period of the 2017 shareholding 
increase plan of the controlling shareholder of the Company lapsed. From 9 May 2017 to 8 May 2018, Fosun High 
Tech acquired a total of 8,852,710 shares (including 4,036,710 A Shares and 4,816,000 H Shares) of the Company 
for an aggregate amount of approximately RMB245.08 million, and the increased shareholding percentage represents 
approximately 0.37% of the total issued shares of the Company prior to the completion of H Shares placing in May 
2017.

5. 2018 Shareholding Increase Plan of the Controlling Shareholder
As notified and confirmed by Fosun High Tech, the controlling shareholder of the Company, in writing on 3 July 2018 
and 26 July 2018, Fosun High Tech (and/or by parties acting in concert with it) intended to further increase its 
shareholding in the Company (including A Shares and/or H Shares) on the secondary market during the 12-month 
period from 3 July 2018 (inclusive), if and where appropriate, and the cumulative total amount thereof shall not be 
less than RMB100 million. The increased shareholding percentage of Fosun High Tech and parties acting in concert 
with it shall not in aggregate exceed 2% of the total issued shares of the Company prior to the completion of H 
Shares placing in July 2018 (i.e. 2,495,060,895 shares). As at the end of the Reporting Period, since the 
implementation of shareholding increase plan by controlling shareholder, Fosun High Tech acquired a total of 
15,948,300 shares of the Company (including 699,800 A Shares and 15,248,500 H Shares) for an aggregate amount 
of approximately RMB407.50 million, representing approximately 0.64% of the total issued shares of the Company 
prior to Placing of H Shares.

6. Issuance of H Shares under General Mandate
The Approval on the Issuance of Overseas Listed Foreign Shares of Shanghai Fosun Pharmaceutical (Group) Co., Ltd. 
(Zheng Jian Xu Ke [2018] No. 802) (《關於核准上海復星醫藥(集團)股份有限公司增發境外上市外資股的批覆》) 
was issued by the CSRC on 8 May 2018, approving the Company’s issuance of not more than 96,788,100 additional 
overseas listed foreign shares (H Shares) with a nominal value of RMB1.00 each, all of which shall be ordinary shares.

On 26 July 2018, the Company successfully allotted and issued a total of 68,000,000 new H Shares to not less than 
six placees at the price of HK$38.20 per placing share. The net proceeds from the Placing of H Shares were 
approximately HK$2,579.22 million.
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7. The Mandate to Issue Inter-bank Market Debt Financing Instruments
The mandate to issue inter-bank market debt financing instruments was approved by the Shareholders on 29 June 
2017. The NAFMII accepted the registration for the Company’s mid-term notes and super short-term commercial 
papers by issuing the “Notice of Acceptance for Registration” (Zhong Shi Xie Zhu 2018 No. MTN208) and “Notice of 
Acceptance for Registration” (Zhong Shi Xie Zhu 2018 No. SCP90) on 17 April 2018. The registered amounts for 
each of the Company’s mid-term notes and super short-term commercial papers were RMB5 billion, respectively, 
which will be effective for 2 years commencing from the date of issuance of the relevant notices. The Company may 
issue the aforementioned in tranches within the effective period of registration.

The issuance of the first tranche of super short-term commercial papers for 2019 was completed by the Company on 
21 January 2019 with the aggregate principal amount of RMB1 billion. The value date of such super short-term 
commercial papers issued is 21 January 2019, with the final coupon rate at 3.73%.

8. Shanghai Henlius Share Option Incentive Scheme
The Shareholders approved, among other matters, the Shanghai Henlius Share Option Incentive Scheme (Shanghai 
Henlius being a subsidiary of the Company) on 29 June 2017.

The termination of the Shanghai Henlius Share Option Incentive Scheme was approved by shareholders of Shanghai 
Henlius at its general meeting held on 29 August 2018. As of 29 August 2018, no share option of Shanghai Henlius 
was granted under the Shanghai Henlius Share Option Incentive Scheme.

9. Proposed spin-off and overseas listing of Shanghai Henlius
The Shareholders approved, among other matters, the resolution regarding the proposed spin-off and overseas listing 
of Shanghai Henlius on 27 November 2018. On 5 December 2018, the CSRC accepted the application for 
administrative permission for overseas initial public offering filed by Shanghai Henlius. On 13 December 2018, 
Shanghai Henlius had submitted a listing application (Form A1) to Hong Kong Stock Exchange through its joint 
sponsors for the listing of and permission to deal in the H shares of Shanghai Henlius on the Main Board of Hong 
Kong Stock Exchange.
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Unit: million Currency: RMB

Year 2014 2015 2016 2017 2018

Operating Results
Revenue 11,938 12,502 14,506 18,362 24,714
Profit for the year 2,370 2,871 3,221 3,585 3,020
Profit for the year attributable to 

owners of the parent 2,113 2,460 2,806 3,124 2,708
EBITDA 3,697 4,499 4,799 5,585 5,856
Proposed final dividend (in RMB) 0.28 0.32 0.35 0.38 0.32

Earnings per share (in RMB)
Earnings per share — basic 0.92 1.07 1.21 1.27 1.07
Earnings per share — diluted 0.92 1.06 1.20 1.27 1.07

Equity
Total equity 19,046 20,613 25,193 29,685 33,536
Equity attributable to owners of 

the parent 16,618 18,125 22,133 25,270 27,921
Equity per share attributable to owners 

of the parent 7.19 7.83 9.17 10.13 10.89

Debt
Total debt 8,796 10,895 11,710 20,287 23,203
Gearing ratio (%) 24.93% 28.56% 26.79% 32.77% 32.91%
Interest coverage (times) 8.91 9.57 9.83 9.66 6.30

Assets
Cash and bank balances 3,696 4,029 5,996 7,249 8,547
Property, plant and equipment 5,695 5,778 6,325 8,353 9,218
Prepaid land lease payments 862 1,042 1,030 1,324 1,523
Investments in joint ventures 121 225 248 647 447
Investments in associates 11,727 13,638 15,870 17,747 20,924
Available-for-sale investments (Note 1) 2,499 3,314 2,674 2,673 —
Equity investments at fair value through 

profit or loss 34 34 48 219 —
Financial assets at fair value through 

profit or loss — non-current (Note 2) — — — — 2,506
Financial assets at fair value through 

profit or loss — current (Note 2) — — — — 616
Equity investments designated at fair 

value through other comprehensive 
income (Note 2) — — — — 126

Segment net profit
Pharmaceutical manufacturing and 

R&D 1,095 1,238 1,640 1,838 1,755
Healthcare service 112 76 149 223 209
Medical diagnosis and medical devices 127 272 323 387 440
Pharmaceutical distribution and retail 863 1,037 1,284 1,416 1,515

EBITDA = profit before tax + finance costs + depreciation and amortization

Note 1: Under the new financial instrument standards implemented by the Group during the Reporting Period, “available-for-sale investments” is no longer an 
applicable item.

Note 2: Under the new financial instrument standards implemented by the Group during the Reporting Period, the portion originally held as available-for-sale 
investments were classified under this item.



Report
of the Directors

52 Shanghai Fosun Pharmaceutical (Group) Co., Ltd.

The Directors are pleased to present their 2018 report and the audited consolidated financial statements of the Company for the 
year ended 31 December 2018.

PRINCIPAL ACTIVITIES

The Company is principally engaged in the development, manufacture and sale of pharmaceutical products and medical 
equipment, import and export of medical equipment, healthcare services and the provision of related and other consulting 
services and investment management.

Details of the principal activities of the Group’s principal subsidiaries are set out in note 1 to the financial statements. There were 
no significant changes in the nature of the Group’s principal activities during the Reporting Period.

RESULTS AND DIVIDENDS

The Group’s profit for the year ended 31 December 2018 and the state of affairs of the Group at that date are set out in the 
financial statements and the accompanying notes on pages 96 to 240.

The Board has proposed a final dividend of RMB0.32 per share, inclusive of tax, for the year ended 31 December 2018, which 
will be subject to the approval by the Shareholders at the forthcoming AGM.

The Company will dispatch a circular containing, inter alia, further information relating to the proposed distribution of final 
dividend and the forthcoming AGM to Shareholders as soon as practicable.

PROFIT DISTRIBUTION PLAN

According to the Articles of Association, the Company may distribute its profit by means of cash, shares or a combination of cash 
and shares. If the Company satisfies the conditions for cash dividends, priority should be given to profit distribution by means of 
cash dividends. The Company makes a profit distribution each year in principle, and the Board may propose to distribute interim 
cash dividends under the circumstances of the Company. Under the circumstances that the profit of the year and the 
accumulated undistributed profit are both positive, the cash dividends for the year of the Company should not be less than 10% 
of the distributable profit realized for the year in principle if the Company does not have any major investment plans or incur any 
significant cash expenses. The specific plan for distribution shall be decided by the Shareholders at the general meeting according 
to the Company’s actual operation status of the year. The Board shall comprehensively take account of the features of the 
industry where the Company operates, its stage of development, its own business model, and profitability and the factors such 
as whether there is significant capital expenditure arrangement in distinguishing the following situations and form different cash 
dividend distribution proposals:

(a) If the Company is at the mature stage of development and has no significant capital expenditure arrangement, the 
proportion of cash dividends shall be at least 80% in the profit distribution;

(b) If the Company is at the mature stage of development and has significant capital expenditure arrangement, the proportion 
of cash dividends shall be at least 40% in the profit distribution;
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(c) If the Company is at the growth stage and has significant capital expenditure arrangement, the proportion of cash 
dividends shall be at least 20% in the profit distribution.

If it is difficult to distinguish the Company’s stage of development but there is significant capital expenditure arrangement, the 
profit distribution may be dealt with pursuant to the rules in the preceding paragraph.

THE WITHHOLDING AND PAYMENT OF ENTERPRISE INCOME TAX FOR NON-RESIDENT 
ENTERPRISE SHAREHOLDERS AND OF PERSONAL INCOME TAX FOR INDIVIDUAL 
SHAREHOLDERS

According to the requirements of the PRC Enterprise Income Tax Law effective from 1 January 2008 and the implementation 
rules thereof and the Notice on the Issues Concerning Withholding the Enterprise Income Tax on the Dividends Paid by Chinese 
Resident Enterprises to H Share Holders which are Overseas Non-resident Enterprises (《關於中國居民企業向境外H股非居民企

業股東派發股息代扣代繳企業所得稅有關問題的通知》) (Guo Shui Han 2008 No. 897) issued by the State Administration of 
Taxation on 6 November 2008, the 2018 Final Dividend payable to the non-resident enterprise Shareholders whose names 
appear on the registers of members of H Shares is subject to a withholding tax at a rate of 10%. Any Shares registered in the 
name of the non-individual registered Shareholders, including HKSCC Nominees Limited, other nominees or trustees and other 
groups and organizations will be treated as being held by non-resident enterprise Shareholders and therefore will be subject to 
the withholding of the enterprise income tax at the rate of 10%.

According to the Notice on Matters Concerning the Levy and Administration of Individual Income Tax after the Repeal of Guo 
Shui Fa 1993 No. 045 (《關於國稅發[1993]045號文件廢止後有關個人所得稅徵管問題的通知》) (Guo Shui Han 2011 No. 348) 
issued by the State Administration of Taxation on 28 June 2011 and the Letter on the Tax Arrangements on Dividends Paid to 
Hong Kong Residents by Mainland Companies issued by the Hong Kong Stock Exchange on 4 July 2011, when domestic 
companies other than foreign invested enterprises which issue shares in Hong Kong distribute dividends to their shareholders, 
the individual shareholders in general will be subject to a withholding of individual income tax at a rate of 10%. When the 
Company distributes the 2018 Final Dividend to the individual holders of H Shares, such dividend will be subject to the 
withholding of individual income tax at a rate of 10%. However, if otherwise provided by tax laws, relevant tax treaties or 
notices, the tax will be withheld in accordance with the relevant requirements and tax levy and administration requirements.

The arrangement relating to withholding tax, if any, in respect of the 2018 Final Dividend to be paid by the Company to the 
investors who invest through the Shanghai Stock Exchange in the H Shares of the Company listed on the Main Board of the 
Hong Kong Stock Exchange will be finalized with the relevant PRC authorities prior to the payment of the 2018 Final Dividend.

AGM AND CLOSURE OF REGISTER OF MEMBERS OF H SHARES

The notice of the forthcoming AGM will be published and dispatched to Shareholders in accordance with the requirements of 
the Hong Kong Listing Rules and the Articles of Association. The Company will announce the period of closure of register of 
members of H Shares in the notice of AGM to be issued.
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SUMMARY FINANCIAL INFORMATION

A summary of the financial information for the last five financial years, as extracted from the audited financial statements and 
restated/reclassified as appropriate, is set out in the section headed “Five-Year Statistics” in this annual report.

ISSUED CAPITAL

Details of movements in the Company’s share capital during the Reporting Period are set out in note 35 to the financial 
statements.

SUBSIDIARIES

Particulars of the names, places of incorporation and issued/registered share capital of the Company’s principal subsidiaries are 
set out in note 1 to the financial statements.

PURCHASE, SALE OR REDEMPTION OF THE COMPANY’S LISTED SECURITIES

(a) The Restricted A Share Incentive Scheme II

As (1) two of the grantees of the Restricted A Share Incentive Scheme II, namely Mr. Dong Zhichao and Mr. Wang Shuhai, 
had resigned from the Company and terminated their employment contracts with the Company or its subsidiaries; (2) the 
2016 performance appraisal results of Mr. Deng Jie, a grantee of the Restricted A Share Incentive Scheme II, was 
unsatisfactory, and he no longer fulfilled the conditions for incentives, on 30 October 2017, the Board considered and 
approved the repurchase and cancellation of 70,150 Restricted A Shares which were granted to Mr. Dong Zhichao, Mr. 
Wang Shuhai and Mr. Deng Jie which had not been unlocked at a price of RMB10.54 per share for the repurchase. The 
total consideration for the repurchased shares amounted to RMB739,381. The repurchased Restricted A Shares were 
cancelled on 18 May 2018.

As (1) the grantees of the Restricted A Share Incentive Scheme II, namely Mr. Li Chun, Mr. Li Dongjiu, Mr. Shao Ying, Ms. 
Shi Jiajue, Ms. Zhou Ting, Ms. Yan Jia, Ms. Zhang Ye and Mr. Deng Jie, had resigned from the Company or its subsidiaries 
and terminated their employment contracts with the Company or its subsidiaries; (2) the 2017 performance appraisal 
results of Mr. Song Dajie, a grantee of the Restricted A Share Incentive Scheme II, was unsatisfactory, and he no longer 
fulfilled the conditions for incentives, on 13 November 2018, the Board considered and approved the repurchase and 
cancellation of 162,350 Restricted A Shares which were granted to the above 9 grantees of the Restricted A Share 
Incentive Scheme II, which had not been unlocked at a price of RMB10.54 per share for the repurchase. The total 
consideration for the repurchased  shares amounted to RMB1,711,169. The number of grantees of the Restricted A Share 
Incentive Scheme II reduced to 32 from 41. The relevant Restricted A Shares are subject to repurchase and cancellation by 
the Company.
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On 19 November 2018, the Board considered and approved, the resolutions in relation to the fulfillment of the conditions 
for unlocking the third tranche of the Restricted A Shares under the Restricted A Share Incentive Scheme II, and the 
conditions for unlocking under the Restricted A Share Incentive Scheme II have been satisfied by 32 grantees. As a result, a 
total of 712,300 Restricted A Shares were unlocked, and the listing and trading of such Restricted A Shares commenced on 
30 November 2018.

(b) Placing of H Shares under General Mandate

On 18 July 2018, the Company entered into a placing agreement with the placing agents in relation to the Placing of H 
Shares at a placing price of HK$38.20 per H Share (the closing price quoted on Hong Kong Stock Exchange was HK$42.00 
per H Share on the date of the placing agreement). The Placing of H Shares represents an opportunity to raise capital for 
the Company while broadening the Shareholders base and capital base of the Company.

On 26 July 2018, the Company announced that all conditions precedent to the Placing of H Shares were satisfied, and 
completion of the Placing of H Shares took place on 26 July 2018. An aggregate of 68,000,000 new H Shares, representing 
approximately 12.32 % of the total number of H Shares in issue as enlarged by the allotment and issue of H Shares, were 
successfully allotted and issued by the Company on 26 July 2018 at the placing price of HK$38.20 per H Share to not less 
than six placees, who are professional, institutional and/or other investors. The total proceeds from the Placing of H Shares 
amounted to approximately HK$2,579.22 million. The net price (after deducting all applicable costs and expenses, including 
commission, legal fees and levies) raised per H Share upon completion of Placing of H Shares was approximately HK$37.91. 
The net proceeds (after deducting all applicable costs and expenses, including commission, legal fees and levies) from the 
Placing of H Shares was intended to be used to repay interest-bearing debts, replenish the working capital of the Group, 
and finance potential mergers and acquisitions domestically or overseas.

Save as disclosed above, neither the Company nor any of its subsidiaries has purchased, sold or redeemed any of the Company’s 
listed securities during the Reporting Period.

DISTRIBUTABLE RESERVES

The amount of the Company’s reserves available for distribution as at 31 December 2018, calculated in accordance with PRC 
rules and regulation, was RMB6,968 million.

MAJOR CUSTOMERS AND SUPPLIERS

During the Reporting Period, the total purchases attributable to the Group’s five largest suppliers were less than 30%, and the 
total turnover attributable to the Group’s five largest customers was less than 30%.
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DIRECTORS

As at the end of the Reporting Period, the Board was constituted by eleven Directors. The Directors are as follows:

Executive Directors

Mr. Chen Qiyu (陳啟宇) (Chairman)
Mr. Yao Fang (姚方) (Co-Chairman)
Mr. Wu Yifang (吳以芳) (President and Chief Executive Officer)

Non-executive Directors

Mr. Wang Qunbin (汪群斌)
Mr. Wang Can (王燦)
Ms. Mu Haining (沐海寧)
Mr. Zhang Xueqing (張學慶)

Independent non-executive Directors

Mr. Cao Huimin (曹惠民) 
Mr. Jiang Xian (江憲)
Dr. Wong Tin Yau Kelvin (黃天祐) 
Mr. Wai Shiu Kwan Danny (韋少琨)

On 26 March 2018, Mr. Guo Guangchang and Ms. Kang Lan resigned as non-executive Directors. At the annual general meeting 
held on 27 June 2018, Ms. Mu Haining and Mr. Zhang Xueqing were elected by the Shareholders as non-executive Directors of 
the seventh session of the Board.

SUPERVISORS

As at the end of the Reporting Period, the Supervisors are as follows:

Ms. Ren Qian (任倩) (Chairman)
Mr. Cao Genxing (曹根興)
Mr. Guan Yimin (管一民)

On 11 January 2018, the employee congress was held by the Company. Ms. Ren Qian was elected by the employee congress of 
the Company to hold the position of staff Supervisor with effect from 11 January 2018; on the same day, Ms. Ren Qian was 
elected by the Supervisory Committee to hold the position of the new chairman for the seventh session of the Supervisory 
Committee. Mr. Li Chun ceased to serve as chairman of the Supervisory Committee and the staff Supervisor.

DIRECTORS’, SUPERVISORS’ AND SENIOR MANAGEMENT’S BIOGRAPHIES

Biographical details of the Directors, Supervisors and the senior management of the Company are set out on pages 82 to 89 of 
this annual report.
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DIRECTORS’ AND SUPERVISORS’ SERVICE CONTRACTS

Each of the Directors and Supervisors has entered into a service contract with the Company for a term of no more than three 
years until the conclusion of the forthcoming AGM which will elect members of the next session of the Board and Supervisory 
Committee. None of the Directors and Supervisors has an unexpired service contract which is not determinable by the Company 
within one year without payment of compensation (other than statutory compensation).

REMUNERATION OF DIRECTORS, SUPERVISORS AND SENIOR MANAGEMENT

The executive Directors who are also the senior management of the Company are not entitled to receive by way of remuneration 
for their services as being executive Directors, but entitled to receive by way of remuneration for their services as the senior 
management of the Company, and such remuneration will be assessed and determined by the Board. The remuneration for the 
full-time Directors should be determined by the general meetings based on the economic benefits received by the Company and 
by reference to other factors including the responsibilities and performance of the Directors and the remuneration standards of 
the industry. The allowances for the independent non-executive Directors should be determined by the Shareholders at the 
general meetings of the Company.

Details of the remuneration of Directors, Supervisors and chief executives and details of the five highest paid employees’ 
remuneration are set out in note 10 and note 11 to the financial statements.

For the year ended 31 December 2018, the remuneration, including salaries, allowances and benefits in kind, performance- 
related bonuses, pension scheme contribution and the shares awarded under the Restricted A Share Incentive Scheme II, of the 
Company’s senior management (excluding Ms. Lo Yee Har Susan, one of the joint company secretaries) whose profiles are 
included in the section headed “Biographical Details of Directors, Supervisors and Senior Management” of this annual report fell 
within the following bands:

Remuneration bands Number of individuals

RMB Nil to RMB2,000,000 2
RMB2,000,001 to RMB4,000,000 11
RMB4,000,001 to RMB6,000,000 3
RMB6,000,001 to RMB8,000,000 1
RMB8,000,001 to RMB10,000,000 1

DIRECTORS’ AND SUPERVISORS’ INTERESTS IN CONTRACTS OF SIGNIFICANCE

No contract of significance to which the Company or its subsidiaries was a party subsisted at the end of the Reporting Period or 
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PENSION SCHEME

The full-time employees of the Group are covered by various government-regulated defined contribution retirement benefit 
schemes under which the employees are entitled to a monthly pension. The Group contributes a percentage of the employees’ 
salaries (subject to maximum caps) to these retirement benefit schemes on a monthly basis. Under these schemes, the Group has 
no legal obligation for retirement benefits beyond the contributions made. Contributions to these schemes are expensed as 
incurred. The Group’s pension cost charged to the income statement for the Reporting Period was RMB235.9 million.

MANAGEMENT CONTRACT

No contracts concerning the management and/or administration of the whole or any substantial part of the business of the 
Company were entered into or existed during the Reporting Period.

DIRECTORS’ AND SUPERVISORS’ RIGHTS TO ACQUIRE SHARES OR DEBENTURES

During the Reporting Period, no rights to acquire benefits by means of the acquisition of shares in or debentures of the Company 
were granted to any Directors and Supervisors or their respective spouse or minor children, or were any such rights exercised by 
them; nor was the Company, its holding company, or any of its subsidiaries or fellow subsidiaries a party to any arrangement 
which enabled the Directors or Supervisors to acquire such rights in any other body corporate.

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

As at 31 December 2018, the interests or short positions of the Directors, Supervisors and chief executive of the Company in the 
shares, underlying shares and debentures of the Company or any of its associated corporations (within the meaning of Part XV of 
the SFO) which should be recorded in the register required to be kept by the Company pursuant to Section 352 of the SFO, or as 
otherwise should be notified to the Company and the Hong Kong Stock Exchange pursuant to the Model Code were as follows:

(1) Long positions in the Shares, underlying Shares and debentures of the Company

Name of Directors/chief executive Capacity Class of Shares
Number of 

Shares(1)

Approximate 
percentage of 

Shares in 
relevant class 

of Shares

Mr. Chen Qiyu Beneficial owner A Share 114,075(L) 0.01%
Mr. Wang Qunbin Beneficial owner A Share 114,075(L) 0.01%
Mr. Yao Fang Beneficial owner A Share 781,000(L) 0.04%
Mr. Wu Yifang Beneficial owner H Share 342,000(L) 0.06% 
Mr. Wu Yifang Beneficial owner A Share 718,900(L) 0.04%

Note:

(1) (L) — Long position
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(2) Long positions in the shares, underlying shares and debentures of the Company’s 
associated corporations (within the meaning of Part XV of the SFO)

Name of Directors/
chief executive

Name of associated 
corporations Class of shares Capacity

Number of 
Shares(1)

Approximate 
percentage of 

Shares in issue

Mr. Wang Qunbin Fosun International 
Holdings

Ordinary share Beneficial owner 5,000(L) 14.71%

Mr. Chen Qiyu Fosun International
Fosun Tourism 

Ordinary share
Ordinary share

Beneficial owner
Beneficial owner

16,883,000(L)
1,478(L)

0.20%
0.00%

Mr. Wang Can Fosun International
Fosun Tourism

Ordinary share
Ordinary share

Beneficial owner
Beneficial owner

9,725,000(L)
829(L)

0.11%
0.00%

Mr. Zhang Xueqing(2) Fosun International Ordinary share Beneficial owner 3,146,000(L) 0.04%
Ms. Mu Haining(2) Fosun International Ordinary share Beneficial owner 540,000(L) 0.01%

Notes:

(1) (L) — Long position

(2) Mr. Zhang Xueqing and Ms. Mu Haining were appointed as the Company’s non-executive Directors on 27 June 2018.
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INTERESTS AND SHORT POSITIONS OF SUBSTANTIAL SHAREHOLDERS IN SHARES AND 
UNDERLYING SHARES

As at 31 December 2018, so far as is known to the Directors and Supervisors, the persons or entities, other than the Directors, 
Supervisors or chief executive of the Company, who had interests or short positions in the Shares or underlying Shares of the 
Company which would fall to be disclosed to the Company under the provisions of Divisions 2 and 3 of Part XV of the SFO, or 
who were deemed to be directly or indirectly interested in 5% or more of the nominal value of any class of share capital carrying 
rights to vote in all circumstances at general meetings of the Company were as follows:

Name of Shareholders Nature of Interest Class of Shares Number of Shares(1)

Approximate 
percentage of 

Shares in relevant 
class of Shares

Fosun High Tech Beneficial owner H Share 25,237,500(L)(2) 4.57%
Fosun High Tech Beneficial owner A Share 937,275,290(L)(2) 46.60%
Fosun International Interest of a controlled corporation H Share 25,237,500(L)(2) 4.57%
Fosun International Interest of a controlled corporation A Share 937,275,290(L)(2) 46.60%
Fosun Holdings Interest of a controlled corporation H Share 25,237,500(L)(2) 4.57%
Fosun Holdings Interest of a controlled corporation A Share 937,275,290(L)(2) 46.60%
Fosun International Holdings Interest of a controlled corporation H Share 25,237,500(L)(2) 4.57%
Fosun International Holdings Interest of a controlled corporation A Share 937,275,290(L)(2) 46.60%
Mr. Guo Guangchang Interest of a controlled corporation H Share 25,237,500(L)(2) 4.57%

Interest of a controlled corporation A Share 937,275,290(L)(2) 46.60%
Beneficial owner A Share 114,075(L) 0.01%

The Capital Group Companies, Inc. Interest of a controlled corporation H Share 38,689,394(L) 7.01%
Wellington Management Group LLP Investment manager H Share 33,551,238(L)

1,874,213(S)
6.08%
0.34%

Edinburgh Partners Limited Investment manager H Share 32,623,000(L) 5.91%

Notes:

(1) (L) — Long position; (S) — Short position

(2) These Shares are held by Fosun High Tech. Fosun High Tech is wholly owned by Fosun International, which in turn is owned as to 70.72% by Fosun Holdings, 
and Fosun Holdings is wholly owned by Fosun International Holdings. As Fosun International Holdings is owned as to 85.29% by Mr. Guo Guangchang, Fosun 
International, Fosun Holdings, Fosun International Holdings and Mr. Guo Guangchang are deemed to be interested in these Shares.

PERMITTED INDEMNITY

At no time during the year ended 31 December 2018 and up to the date of this annual report, there was or is, any permitted 
indemnity provision being in force for the benefit of any of the Directors and the Supervisors (whether made by the Company or 
otherwise) or any directors and supervisors of an associated company (if made by the Company). The Company has arranged 
appropriate Directors’, Supervisors’ and senior management’s liability insurance coverage for the Directors, Supervisors and senior 
management.
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CONNECTED TRANSACTIONS
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(iv) 
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(ii) As disclosed in the announcement of the Company dated 19 April 2018, the Company and CQ Pharma Holdings  
entered into the framework sales and purchases agreement in respect of the supply of products for sale and the 
purchase of products for a term of 1 year commencing from 1 January 2018 to 31 December 2018 (the “Framework 
Sales and Purchases Agreement”).

 CQ Pharma Holdings is a substantial shareholder of Yao Pharma, an indirect non-wholly-owned subsidiary of the 
Company, and therefore CQ Pharma Holdings is a connected person of the Company at the subsidiary level under 
Rule 14A.07 of the Hong Kong Listing Rules, and the transactions contemplated under the Framework Sales and 
Purchases Agreement constitute continuing connected transactions of the Company under Chapter 14A of the Hong 
Kong Listing Rules.

(iii) As disclosed in the announcement of the Company dated 11 July 2018, on 11 July 2018, Zhuorui Outpatient 
intended to enter into a supplemental agreement to the lease agreement with Zhengda Real Estate (the “Supplement 
Agreement”) and revise the annual cap, pursuant to which, Zhuorui Outpatient (as lessee) agreed to rent the 
properties of the Bund International Finance Services Centre located at Huangpu District, Shanghai from Zhengda 
Real Estate (as lessor) for a term of 36 months commencing from 1 July 2018 to 30 June 2021 (both days inclusive).

 As 50% of the equity interests of Zhengda Real Estate is indirectly owned by Fosun International, the controlling 
shareholder of the Company, Zhengda Real Estate constitutes an associate of Fosun International, and Zhengda Real 
Estate constitutes a connected person of the Company under Rule 14A.07 of the Hong Kong Listing Rules. Therefore, 
the transactions contemplated under the Supplement Agreement constitute continuing connected transactions of the 
Company under Chapter 14A of the Hong Kong Listing Rules.

(iv) As disclosed in the announcements of the Company dated 17 October 2016 and 22 December 2016 and the circular 
dated 4 November 2016, on 17 October 2016, the Company entered into a renewed financial services agreement 
with Fosun Finance in order to renew the financial services agreement, which expired on 31 December 2016, for a 
term of three years commencing on 1 January 2017 and ending on 31 December 2019.

 Fosun Finance is a subsidiary of Fosun High Tech, the controlling shareholder of the Company. Fosun Finance is a 
connected person of the Company under Rule 14A.07 of the Hong Kong Listing Rules. The transactions contemplated 
under the renewed financial services agreement therefore constitute continuing connected transactions for the 
Company under Chapter 14A of the Hong Kong Listing Rules.
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Certain details of the continuing connected transactions during the year ended 31 December 2018 are summarized in the 
table below. The Company has complied and will continue to comply with the relevant requirements under Chapter 14A of 
the Hong Kong Listing Rules in respect of the continuing connected transactions, including, among others, conducting 
annual review of the continuing connected transactions.

Connected person Type of the Transaction Type

Actual 
Amount of 

Transaction 
2018

Proposed 
Annual Cap 

2018
RMB RMB

Fosun International  
and its subsidiaries  
(Note 1)

Leasing of premises by Fosun International and its 
subsidiaries to the Group 12,853,150

40,000,000
Provision of property management services by Fosun 

International and its subsidiaries to the Group 7,642,534

Leasing of premises by the Group to Fosun 
International and its subsidiaries 14,353,204 30,000,000

34,848,888 70,000,000
(Note 2)

Zhengda Real Estate Leasing of premises by Zhengda Real Estate to 
Zhuorui Outpatient 

— 1,000,191
 (Note 3)

5,340,000 
(Note 3)

Fosun Finance Financial Services Agreement (Note 4)

(a) Maximum daily outstanding balance of 
deposits placed by the Company with Fosun 
Finance

Deposit taking 575,421,799 1,000,000,000

(b) Maximum daily outstanding balance of loans 
granted by Fosun Finance to the Company

Loan provision 500,000,000 1,000,000,000

(c) Fees and charges paid by the Company to 
Fosun Finance for clearing and settlement 
services and other financial services

Service fee 0 1,000,000

Notes:

(1) Fosun International and its subsidiaries include: Fosun High Tech, Shanghai Xingyi Health Management Co., Ltd., Shanghai Zhongheng Insurance 
Broker Co., Ltd., Shanghai Fosun Venture Capital Investment Management Co., Ltd., Liangfu Credit Investigation, Shanghai Yunji, Shanghai New 
Shihua Investment and Management Co., Ltd., Beijing Golte, Shanghai Golte, Great China Finance Leasing Co., Ltd. and Zhangxingbao (Shanghai) 
Network Technology Co. Ltd.

(2) According to the announcement of the Company dated 19 April 2018, the aggregate amounts of annual cap in respect of the Lessee Framework 
Agreement and the Lessor Framework Agreement are RMB40,000,000 and RMB30,000,000, respectively.

(3) According to the announcement of the Company dated 11 July 2018, the annual cap under the Supplemental Agreement for the period from 1 July 
2018 to 30 June 2019 is RMB5,340,000.

(4) On 17 October 2016, the Company entered into the Financial Services Agreement with Fosun Finance to renew the finance services agreement, which 
would expire on 31 December 2016, for a further term of three years commencing from 1 January 2017 to 31 December 2019.
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Connected person Type of the Transaction
Actual value of 

Transaction
Annual cap for  

the Transaction
RMB RMB

CQ Pharma Holdings Sales of products by the Group to CQ Pharma Holdings 
and its subsidiaries

366,319,631 600,000,000 (note)

Purchase of products by the Group from CQ Pharma 
Holdings and its subsidiaries

0 1,000,000 (note)

Note:  According to the announcement dated 19 April 2018, the annual cap for the transactions in respect of sales of products by the Group to CQ Pharma Holdings 
is RMB600,000,000, the annual cap for the transactions in respect of purchase of products by the Group from CQ Pharma Holdings is RMB1,000,000.

The Board has reviewed the continuing connected transactions as described above and confirmed that in 2018, such transactions 
have been entered into:

(i) in the ordinary and usual course of business of the Group;

(ii) on normal commercial terms or better; and

(iii) in accordance with the relevant agreements governing such transactions on terms that are fair and reasonable and in the 
interests of the Shareholders of the Company as a whole.

The auditors of the Company issued a letter to the Board, which states their opinion on the continuing connected transactions as 
mentioned above:

1. nothing has come to their attention that causes the auditors to believe that the disclosed continuing connected transactions 
have not been approved by the Board;

2. for transactions involving the provision of goods or services by the Group, nothing has come to their attention that causes 
the auditors to believe that the transactions were not, in all material respects, in accordance with the pricing policies of the 
Group;

3. nothing has come to their attention that causes the auditors to believe that the transactions were not entered into, in all 
material respects, in accordance with the relevant agreements governing yuch transactions  and

T4 
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RELATED PARTY TRANSACTIONS

During the Reporting Period, the Group entered into certain transactions with parties regarded as “related parties” under the 
applicable accounting standards. Details of the related party transactions entered into by the Group during the Reporting Period 
are disclosed in note 43 to the financial statements. Save as disclosed in the paragraph headed “Connected Transactions” in this 
annual report, the related party transactions disclosed in note 43 were not regarded as connected transactions or were exempt 
from reporting, announcement and shareholders’ approval requirements under the Hong Kong Listing Rules.

NON-COMPETITION UNDERTAKING

The independent non-executive Directors have reviewed all the matters, if any, relating to the enforcement of the Deed of Non- 
Competition. Fosun International Holdings, Fosun Holdings, Fosun International, Fosun High Tech, Mr. Guo Guangchang, Mr. 
Liang Xinjun and Mr. Wang Qunbin have provided the Company with an annual declaration of compliance with the provisions of 
the Deed of Non-Competition.

SUBSEQUENT EVENTS

Details of significant subsequent events of the Group are set out in note 49 to the financial statements.

USE OF PROCEEDS

In May 2017, upon approval by CSRC through the Reply in Relation to the Issuance of Overseas Listed Foreign Shares of Shanghai 
Fosun Pharmaceutical (Group) Co., Ltd. (Zheng Jian Xu Ke 2016 No. 2680) 《(關於核准上海復星醫藥(集團)股份有限公司增發境

外上市外資股的批覆》), the Company issued an additional of 80,656,500 H Shares with a nominal value of RMB1.00 each at a 
price of HK$28.80 per share pursuant to the placing agreement dated 17 May 2017. The total proceeds from the issuance of H 
Shares were HK$2,322.9072 million. The net proceeds, after deducting the listing expenses of HK$15.1515 million paid overseas, 
were HK$2,307.7557 million.

As at 31 December 2018, net proceeds of HK$2,307.7557 from the placing of additional H Shares in May 2017 had been 
utilized in full. Balance of proceeds in the designated account amounted to HK$0 million (including the net interest income of 
HK$0 million from the designated account). The details of the use of proceeds are as follows:

Unit: million Currency: HKD

Usage
Amount of proceeds 

proposed to be applied

Amount of proceeds 
applied as at 

31 December 2018

Repayment of interest-bearing debts, replenishing the working 
capital of the Group, and financing potential mergers and 
acquisitions domestically or overseas 2,307.7557 2,307.7557
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In July 2018, upon approval by CSRC through the Reply in Relation to the Issuance of Overseas Listed Foreign Shares of Shanghai 
Fosun Pharmaceutical (Group) Co., Ltd. (Zheng Jian Xu Ke 2018 No. 802) 《(關於核准上海復星醫藥(集團)股份有限公司增發境

外上市外資股的批覆》), the Company issued an additional of 68,000,000 H Shares with a nominal value of RMB1.00 each at a 
price of HK$38.20 per share pursuant to the placing agreement dated 18 July 2018. The total proceeds from the issuance of H 
Shares amounted to HK$2,597.6000 million. Excluding the listing expenses of HK$18.3832 million, which was paid overseas, the 
total net proceeds from the issuance of H Shares amounted to HK$2,579.2168 million.

As at 31 December 2018, HK$2,579.2168 million of net proceeds from the placing of additional H Shares in July 2018 had been 
utilized. Balance of proceeds in the designated account amounted to HK$0.5356 million (including the net interest income of 
HK0.5356 million from the designated account). The details of the use of proceeds are as follows:

Unit: million Currency: HKD

Usage
Amount of proceeds 

proposed to be applied

Amount of proceeds 
applied as at 

31 December 2018

Repayment of interest-bearing debts, replenishing the working 
capital of the Group, and financing potential mergers and 
acquisitions domestically or overseas 2,579.2168 2,579.2168

COMPLIANCE WITH THE MODEL CODE AND THE WRITTEN CODE

The Company has adopted the Model Code and the Written Code as its codes of conduct regarding securities transactions. 
Having made specific enquiry with the Directors, all the Directors confirmed that they have complied with the standards as set 
out in the Model Code and the Written Code throughout the Reporting Period.

COMPLIANCE WITH THE CG CODE

The Company’s corporate governance practices are based on the principles and code provisions as set out in the CG Code 
contained in Appendix 14 to the Hong Kong Listing Rules. The Board is of the view that, during the Reporting Period, the 
Company has complied with all the code provisions as set out in the CG Code.

Further information on the corporate governance practices of the Company is set out in the Corporate Governance Report on 
pages 72 to 81 of this annual report.
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AUDIT COMMITTEE

As at the end of the Reporting Period, the Audit Committee of the seventh session of the Board comprises Mr. Cao Huimin 
(chairman), an independent non-executive Director, Mr. Jiang Xian, an independent non-executive Director, and Mr. Wang Can, 
a non-executive Director.

The main duties of the Audit Committee are to review and monitor the financial reporting procedures and internal control system 
of the Group, and to provide recommendations and advice to the Board.

The Audit Committee of the Company has reviewed the 2018 annual results of the Group.

AUDITORS

The consolidated financial statements of the Group have been audited by Ernst & Young. A resolution for re-appointing Ernst & 
Young as the auditors of the Company will be proposed at the forthcoming AGM of the Company.

On Behalf of the Board
Chen Qiyu 
Chairman

Shanghai, PRC
25 March 2019
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A. DURING THE REPORTING PERIOD, THE DAILY OPERATION OF THE SUPERVISORY 
COMMITTEE IS AS FOLLOWS:

In 2018, the seventh session of the Supervisory Committee carried out the work diligently, lawfully and efficiently in 
accordance with the Articles of Association and the Rules of Procedures for the Supervisory Committee’s Meeting (監事會

議事規則):

Supervisors attended and participated in the discussions of relevant board meetings, and held 8 Supervisory Committee 
Meetings in 2018. Details are as follows:

1. On 11 January 2018, the Company convened the first meeting of the seventh session of the Supervisory Committee 
in 2018 (a special meeting) to review and approve the resolution in relation to the election of the Chairman of the 
seventh session of the Supervisory Committee.

2. On 9 March 2018, the Company convened the second meeting of the seventh session of the Supervisory Committee 
in 2018 (a special meeting) to review and approve the resolution in relation to the changes in accounting policies.

3. On 26 March 2018, the Company convened the third meeting of the seventh session of the Supervisory Committee 
in 2018 (a regular meeting) to review and approve the 2017 Annual Report, the Working Report of the Supervisory 
Committee for 2017, the Special Report of the Placement and Actual Use of the Proceeds in 2017 and the 2017 
Internal Control Self-Assessment Report of the Group.

4. On 27 April 2018, the Company convened the fourth meeting of the seventh session of the Supervisory Committee 
in 2018 (a regular meeting) to review and approve the 2018 First Quarterly Report of the Group.

5. On 27 August 2018, the Company convened the fifth meeting of the seventh session of the Supervisory Committee 
in 2018 (a regular meeting) to review and approve the 2018 Interim Report of the Group, the 2018 Interim Internal 
Control Self-Assessment Report, the resolution in relation to the extension of the investment plan for certain raised 
funds, the Interim Special Report of the Placement and Actual Use of the Proceeds in 2018.

6. On 29 October 2018, the Company convened the sixth meeting of the seventh session of the Supervisory Committee 
in 2018 (a regular meeting) to review and approve the 2018 Third Quarterly Report of the Group

7. On 13 November 2018, the Company convened the seventh meeting of the seventh session of the Supervisory 
Committee in 2018 (a special meeting) to review and approve the resolution in relation to the repurchase and 
cancellation of certain Restricted A Shares which had not been unlocked.

8. On 19 November 2018, the Company convened the eighth meeting of the seventh session of the Supervisory 
Committee in 2018 (a special meeting) to review and approve the resolution in relation to the unlocking of the third 
tranche of the Restricted A Shares under the Restricted A Share Incentive Scheme II of Shanghai Fosun Pharmaceutical 
(Group) Co., Ltd. (Amendments) (《上海復星醫藥(集團)股份有限公司第二期限制性股票激勵計劃(修訂稿)》).
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B. INDEPENDENT OPINION OF THE SUPERVISORY COMMITTEE ON THE LAWFUL 
OPERATION OF THE COMPANY

The Supervisory Committee is of the view that the operation of the Company has been consistent with the provisions of 
the PRC Company Law, the PRC Securities Law and the Articles of Association; that the decision-making process of the 
Company has been in compliance with the laws, and the Company has established a relatively comprehensive internal 
control system; and that the Directors and senior management of the Company, in discharging their duties, have not 
violated any law, regulation or the Articles of Association, nor have they acted in a way which is prejudicial to the interests 
of the Company.

C. INDEPENDENT OPINION OF THE SUPERVISORY COMMITTEE ON THE FINANCIAL 
POSITION OF THE GROUP

The Supervisory Committee agreed with the audit opinion issued by Ernst & Young on the 2018 annual financial report of 
the Group, and that the financial report of the Group has given a true and fair view of the financial position and the 
operating results of the Group.

D. INDEPENDENT OPINION OF THE SUPERVISORY COMMITTEE ON THE ACQUISITIONS 
OR DISPOSALS OF ASSETS BY THE GROUP

The Supervisory Committee is of view that the Group acquired and disposed of assets at reasonable prices, and it is not 
aware of any insider dealing or any act that is prejudicial to the interests of Shareholders or resulting in any loss of assets of 
the Group.

E. INDEPENDENT OPINION OF THE SUPERVISORY COMMITTEE ON CONNECTED 
TRANSACTIONS OF THE GROUP

The Supervisory Committee is of view that the connected transactions of the Group were fair, and were not prejudicial to 
the interests of the Group.

F. THE REVIEW OF THE INTERNAL CONTROL SELF-ASSESSMENT REPORT BY THE 
SUPERVISORY COMMITTEE

The Supervisory Committee has reviewed the 2018 Internal Control Self-Assessment Report of the Group, and considers 
that the Group has established an appropriate internal control system in all material respects and the internal control 
system has operated efficiently, which ensures the implementation of the internal control measures and the normal 
conduct of production and operation.

On Behalf of the Supervisory Committee
Ren Qian
Chairman

Shanghai, PRC
25 March 2019
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The Board hereby presents to the Shareholders the corporate governance report of the Group for the year ended 31 December 
2018 (the “Corporate Governance Report”).

CORPORATE GOVERNANCE PRACTICES
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BOARD OF DIRECTORS

As at the end of the Reporting Period, the Board constituted eleven members, including three executive Directors, four non- 
executive Directors and four independent non-executive Directors.

The composition of the Board is as follows:

Executive Directors:
Mr. Chen Qiyu (Chairman)
Mr. Yao Fang (Co-Chairman)
Mr. Wu Yifang (President and Chief Executive Officer)

Non-executive Directors:
Mr. Wang Qunbin
Mr. Wang Can
Ms. Mu Haining (note)

Mr. Zhang Xueqing (note)

Independent Non-executive Directors:
Mr. Cao Huimin
Mr. Jiang Xian
Dr. Wong Tin Yau Kelvin
Mr. Wai Shiu Kwan Danny

Note: Appointed on 27 June 2018

Biographical information of the Directors is set out on pages 82 to 85 of this annual report.

The members of the Board do not have any relationship, including financial, business, family or other material or relevant 
relationship, with each other.

Chairman of the Board and Chief Executive Officer of the Company

The positions of chairman of the Board (equivalent to the chairman as referred to in the CG Code) and chief executive officer of 
the Company (equivalent to the chief executive as referred to in the CG Code) are held by Mr. Chen Qiyu and Mr. Wu Yifang, 
respectively. The chairman provides leadership and is responsible for the effective functioning and leadership of the Board. The 
chief executive officer focuses on the Company’s business development and daily management and operations generally. Their 
respective responsibilities are clearly defined and set out in writing.

Independent Non-executive Directors

During the Reporting Period, the Board at all times met the requirements of the Hong Kong Listing Rules relating to the 
appointment of at least three independent non-executive directors with at least one of them possessing appropriate professional 
qualifications or accounting or related financial management expertise, and the independent non-executive Directors represent 
over one-third of the Board.

The Company has received written annual confirmation from each of the independent non-executive Directors in respect of his 
independence in accordance with Rule 3.13 of the Hong Kong Listing Rules. The Company is of the view that all independent 
non-executive Directors are independent.
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Appointment, Removal and Re-election of Directors

A Director shall have a term of office of three years and shall be entitled to be re-appointed when the term of office expires 
provided that the term of office of independent non-executive Directors shall not exceed six years. The Company has entered 
into a service contract with each executive Director and a letter of appointment with each non-executive Director and 
independent non-executive Director for a term of three years (unless otherwise required by relevant laws and regulations). The 
appointment and removal of Directors shall be approved by Shareholders at the general meeting.

Responsibilities, Accountabilities and Contributions of the Board and Management

The Board is responsible for leadership and control of the Company and oversees the Group’s businesses, strategic decisions and 
performance and is collectively responsible for promoting the success of the Company by directing and supervising its affairs. 
Directors shall make decisions objectively in the interests of the Company.

All Directors, including non-executive Directors and independent non-executive Directors, have brought a wide spectrum of 
valuable business experience, knowledge and professionalism to the Board for its efficient and effective operation.

All Directors have full and timely access to all the information of the Company as well as the services and advice from the joint 
company secretaries and senior management. The Directors may, upon request, seek independent professional advice in 
appropriate circumstances, at the Company’s expenses for discharging their duties to the Company.

The Directors shall disclose to the Company details of other offices held by them and the Board regularly reviews the contribution 
required from each Director to perform his/her responsibilities to the Company.

The Board reserves for its decision as to all major matters relating to policy matters, strategies and budgets, internal control and 
risk management, material transactions (in particular those that may involve conflict of interests), financial information, 
appointment of directors and other significant operational matters of the Company. Responsibilities relating to implementing 
decisions of the Directors, directing and coordinating the daily operation and management of the Company are delegated to the 
senior management.

Continuous Professional Development of Directors

Directors shall keep abreast of responsibilities as a director of the Company and of the conduct, business activities and 
development of the Company.

Every newly appointed Director will receive formal, comprehensive and tailored induction on the first occasion of his/her 
appointment to ensure appropriate understanding of the business and operations of the Company and full awareness of his/her 
responsibilities and obligations under the Hong Kong Listing Rules and relevant statutory rules.

All Directors have participated in continuous professional development program during the Reporting Period in order to refresh 
their knowledge and skills to ensure that their contribution to the Board remains informed and relevant. All Directors are 
encouraged to attend relevant training courses at the Company’s expenses.

According to the records maintained by the Company, for the year ended 31 December 2018, all Directors received training with 
an emphasis on the roles, functions and duties as a director of a listed company in compliance with the code provisions relating 
to continuous professional development under the CG Code. In addition, relevant reading materials including directors’ manual 
and legal and regulatory update have been provided to the Directors for their reference and studying. The continuous 
professional development records of the Directors for the year ended 31 December 2018 is set out in the table on page 78 of 
this annual report.
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BOARD COMMITTEES

The Board has established four committees, namely, Audit Committee, Remuneration and Appraisal Committee, Nomination 
Committee and Strategic Committee, for overseeing all aspects of the Company’s affairs. All Board committees of the Company 
are established with defined written terms of reference. The terms of reference of the Board committees are posted on the 
Company’s website (http://www.fosunpharma.com) and the Hong Kong Stock Exchange’s website (http://www.hkexnews.hk) 
and are available to Shareholders upon request.

The majority of the members of each specialized Board committee (except Strategic Committee) are independent non-executive 
Directors and the list of the chairman and members of each specialized Board committee is set out under “Corporate 
Information” on page 2 of this annual report.

Audit Committee

The main duties of the Audit Committee are to assist the Board in reviewing the financial information and reports, internal 
control procedures and risk management system, arranging audit plans and liaising with external auditors, to review and monitor 
the effectiveness of the internal audit function and reviewing the arrangement for enabling employees of the Company to raise, 
in confidence, concerns about possible improprieties in financial reporting, internal control or other matters of the Company.

In 2018, the Audit Committee held 15 meetings to review periodic reports, audit plan, internal control, major and ongoing 
related party/connected transactions, and make recommendations to the Group on strengthening internal control system.

In 2018, the Audit Committee also held 2 meetings with the external auditors without the presence of the executive Directors.

Remuneration and Appraisal Committee

The primary functions of the Remuneration and Appraisal Committee include reviewing and making recommendations to the 
Board on the remuneration packages of individual executive Directors and senior management and the remuneration policy and 
structure for all Directors and senior management, and establishing transparent procedures for developing such remuneration 
policy and structure to ensure that no Director or any of his/her associates will participate in deciding his/her own remuneration.

In 2018, the Remuneration and Appraisal Committee held 3 meetings to review and make recommendations to the Board on the 
performance appraisal and remuneration packages of the executive Directors and senior management of the Company during 
the prior year.
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Nomination Committee

The principal duties of the Nomination Committee include reviewing the Board composition, developing and formulating relevant 
procedures for the nomination and appointment of Directors and senior management, making recommendations to the Board 
on the appointment and succession planning of Directors, and assessing the independence of independent non-executive 
Directors.

The Board has adopted policy of nomination, setting out the standards and procedures for nomination and appointment of 
directors, to ensure the members of the Board have the skills, knowledge, experience and diversity that meet the Company’s 
requirements and to ensure the continuity of the Board and maintain its leadership, for the nomination of candidates for 
directorship of the Company by making reference to the skills, experience, professional knowledge, personal integrity and time 
commitments of such individuals, the Company’s needs and other relevant statutory requirements and regulations.

The Company has committed to provide equal opportunities in different aspects of its operations. In August 2013, the Company 
adopted the Board Diversity Policy (the “Policy”), which has been made available on the Company’s website. The Nomination 
Committee, in nominating and appointing new Board members, shall consider a range of diversity perspectives pursuant to the 
Policy, including but not limited to gender, age, culture and education background, professional experience, skills, knowledge 
and term of service, and make the final decision based on the merits and contribution that the candidate will bring to the Board. 
The Nomination Committee will review the Policy in due course to ensure its continued effectiveness.

In 2018, the Nomination Committee held 2 meetings to discuss and approve matters relating to the selection of independent 
non-executive directors and senior management of the Company.

An analysis of the Board’s diversity as at the end of the Reporting Period is set out as follows:

0

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

0

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

0

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

INED
(4)

Bachelor’s
degree

(2)

≥3 months 
and

<18 months
(2)

35–40
years old

(1)

Gender

N
o

. o
f 

D
ir

ec
to

rs

Male
(10)

NED
(4)

ED
(3)

50–59
years old

(3)

60–65
years old

(2)

Master’s 
degree

(8)

Doctoral
degree

(1)

≥18
months

(9)

Female
(1)

Capacity Age group Education 
background

Length of service
on Board

40–49
years old

(5)

In 2018, the Nomination Committee held 2 meetings to review and make recommendations to the Board on the structure, size 
and composition of the Board, the appointment of the senior management. The Nomination Committee considered an 
appropriate balance of diversity of the Board has been maintained.
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Strategic Committee

The primary responsibilities of the Strategic Committee are to develop and evaluate the Group’s operational targets and long- 
term development strategies and formulate the Group’s development strategies and plans, which include, among other things:

•	 understanding	and	mastering	the	overall	operations	of	the	Group,	the	international	and	domestic	market	trends	and	the	
relevant governmental policies;

•	 researching	and	advising	on	the	short-term,	medium-term	and	long-term	development	strategies	of	the	Group	and	major	
investment decisions; and

•	 reviewing	and	approving	research	reports	on	development	strategy.

In 2018, the Strategic Committee met once to understand and master the overall operations of the Group, the international and 
domestic market trend and the relevant government policies, to research and advise on the medium-term and long-term 
development strategies of the Group and major investment decision, and review and approve research reports on development 
strategy.

CORPORATE GOVERNANCE RESPONSIBILITIES

The Board is responsible for performing the functions as set out in code provision D.3.1 of the CG Code to ensure that the 
Company has established comprehensive corporate governance practices and procedures. During the Reporting Period, the Board 
has:

(1) established and reviewed the corporate governance policies and practices of the Company as well as made relevant 
recommendations;

(2) reviewed and monitored the training and continuous development of the Directors and senior management;

(3) reviewed and monitored the policies and practices of the Company regarding the compliance of relevant legal and 
regulatory requirements;

(4) established, reviewed and monitored the code of conduct for Directors and employees; and

(5) reviewed as to whether the Company has complied with the CG Code and made disclosures in the Corporate Governance 

Report.
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ATTENDANCE RECORD OF DIRECTORS AND COMMITTEE MEMBERS

The attendance record of each Director at the Board and Board committee meetings of the Company held for the year ended 31 
December 2018 is set out in the table below:

Attendance/Number of Meetings

Name of Directors Board
Nomination 
Committee

Remuneration 
and Appraisal 

Committee
Audit 

Committee
Strategic 

Committee

Annual 
General 
Meeting(1)

Continuous 
Professional 

Development

Executive Directors
Mr. Chen Qiyu 28/28 1/1(M)(3) 3/3(M) 1/1(C) 1/1 

Mr. Yao Fang 28/28 1/1(M) 0/1 

Mr. Wu Yifang 28/28 1/1(M)(3) 1/1 

Non-executive 
Directors

Mr. Guo Guangchang 6/6(2) 

Mr. Wang Qunbin 28/28 1/1(M) 0/1 

Ms. Kang Lan 6/6(2) 1/1(M)(3) 1/1(M)(3) 

Mr. Wang Can 28/28 15/15(M) 0/1 

Ms. Mu Haining 17/17(2) 2/2(M)(3) 

Mr. Zhang Xueqing 17/17(2) 

Independent Non- 
executive Directors

Mr. Cao Huimin 28/28 2/2(M) 3/3(M) 15/15 (C) 1/1 

Mr. Jiang Xian 28/28 2/2(C) 3/3(M) 15/15 (M) 1/1 

Dr. Wong Tin Yau 
Kelvin 28/28 3/3(C) 0/1 

Mr. Wai Shiu Kwan 
Danny 28/28 1/1(M) 1/1 

Notes:

(1) The Annual General Meeting was held on 27 June 2018.

(2) Mr. Guo Guangchang and Ms. Kang Lan resigned as the non-executive Directors with effect from 26 March 2018. Each of them was required to attend a 
total 6 Board Meetings in the morning from 1 January 2018 to 26 March 2018. Ms. Mu Haining and Mr. Zhang Xueqing were appointed as non-executive 
Directors with effect from 27 June 2018. Each of them was required to attend 17 Board Meetings in total from 27 June 2018 to 31 December 2018.

(3) Ms. Kang Lan resigned as the non-executive Director with effect from 26 March 2018, and no longer performs the relevant responsibilities of the Nomination 
Committee and Remuneration and Appraisal Committee. She was required to attend 1 meeting of the Nomination Committee and 1 meeting of the 
Remuneration and Appraisal Committee in the morning from 1 January 2018 to 26 March 2018. On 26 March 2018, Mr. Chen Qiyu and Mr. Wang Can were 
appointed by the Board to fill in the Nomination Committee and Remuneration and Appraisal Committee, and Mr. Chen Qiyu was required to attend 1 
meeting of the Nomination Committee from the afternoon of 26 March 2018 to 27 June 2018. On 27 June 2018, the Board agreed to the change in the 
composition of the Nomination Committee, namely the substitution of Mr. Chen Qiyu by Ms. Mu Haining, and the change in the composition of the 
Remuneration and Appraisal Committee, namely the substitution of Mr. Wang Can by Ms. Mu Haining. Ms. Mu Haining was required to attend 2 meetings of 
the Remuneration and Appraisal Committee from 27 June 2018 to 31 December 2018. On 26 March 2018, Mr. Wu Yifang was appointed by the Board to fill 
in the Strategic Committee. From 26 March 2018 to 31 December 2018, Mr. Wu Yifang was required to attend 1 meeting of the Strategic Committee.

(4) (C) — Chairman of the committee; (M) — Committee member.

During the year ended 31 December 2018, the Company convened meetings among the chairman and non-executive Directors 
(including non- executive Directors and independent non-executive Directors) only without the presence of executive Directors.
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RIGHTS OF SHAREHOLDERS

To safeguard the interests and rights of the Shareholders, a separate resolution is proposed for each substantially separate issue 
at the general meetings, including the election of individual Directors. All resolutions put forward at the general meetings will be 
voted on by poll pursuant to the Hong Kong Listing Rules except where the chairman of the meeting, in good faith, decides to 
allow a resolution which relates merely to a procedural or administrative matter to be voted on by a show of hands, and poll 
results will be posted on the websites of the Company and of the Hong Kong Stock Exchange after each the general meeting.

(1) Shareholder’s requests to convene an extraordinary general meeting

Pursuant to Article 71 of the Articles of Association, if Shareholders require the convening of an extraordinary general 
meeting or a class general meeting, the following procedures shall be followed:

(i) Shareholders individually or jointly holding more than ten percent (10%) of the Company’s shares shall have the right 
to make a request in writing to the Board for the holding of an extraordinary general meeting, which request shall be 
in writing. The Board shall, in accordance with the laws, administrative regulations and the Articles of Association, 
make a written response within ten (10) days after receipt of such request as to whether or not it agrees that an 
extraordinary general meeting should be held.

(ii) If the Board agrees to convene the extraordinary general meeting, it shall serve a notice of such general meeting 
within five (5) days after the resolution has been made by the Board. Any change to the original proposal set forth in 
the notice shall be subject to approval by the relevant Shareholders.

(iii) If the Board does not agree to convene the extraordinary general meeting or fails to give a written reply within ten (10) 
days after receipt of the request, the Shareholders individually or jointly holding more than ten percent (10%) of 
shares of the Company shall have the right to request the Supervisory Committee to convene an extraordinary 
general meeting, and shall put forward such request to the Supervisory Committee in writing.

(iv) If the Supervisory Committee agrees to convene the extraordinary general meeting, it shall serve a notice of such 
general meeting within five (5) days after receipt of the said request. In the event of any change to the original 
proposal set forth in the notice, the consent of the relevant Shareholders shall be obtained.

(v) If the Supervisory Committee fails to serve the notice of such general meeting within the prescribed period, it shall be 
deemed as having failed to convene and preside over the general meeting, and the Shareholders individually or jointly 
holding ten percent (10%) or more shares of the Company for ninety (90) consecutive days may convene and preside 
over the meeting on their own, the procedures for convening such meeting shall follow those for convening a 
general meeting by the Board as closely as practicable.

(vi) When the Shareholders convene a general meeting as the Board has failed to convene the meeting pursuant to the 
aforesaid provision, the reasonable expense incurred shall be borne by the Company and shall be deducted from the 
outstanding amounts payable by the Company to the defaulting Directors.
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(2) Proposals of General Meetings

Pursuant to Article 76 of the Articles of Association, Shareholders individually or jointly holding more than three percent (3%) 
of the shares of the Company shall have the right to put forward proposals to the Company, and the Company shall 
include in the agenda of the said general meeting the matters of the said motions falling within the term of reference of 
general meetings. In addition, Shareholders individually or jointly holding more than three percent (3%) of the shares of 
the Company may submit written provisional proposal(s) to the convener not later than ten (10) days before a general 
meeting is convened. The convener shall serve a supplementary notice of general meeting within two (2) days after receipt 
of the proposal(s) and announce the contents thereof.

(3) Putting Forward Enquiries to the Board

For putting forward any enquiries to the Board, Shareholders may send written enquiries to the Company.

Note: The Company will not normally deal with verbal or anonymous enquiries.

(4) Primary Contact Persons

Shareholders may send their enquiries or requests as mentioned above to the Company by means of facsimile, email or 
post. The details of contact are as follows:

Shanghai Fosun Pharmaceutical (Group) Co., Ltd.
Address: Building A, No. 1289 Yishan Road, Shanghai, China
Fax: 8621-33987871
Email: ir@fosunpharma.com

For the avoidance of doubt, Shareholders must deposit and send the original duly signed written requisition, notice, 
statement, or enquiry (as the case may be) to the above address, apart from the registered office of the Company, and 
provide their full name, contact details and identification in order to give effect thereto. Shareholders’ information will be 
disclosed as required by law.

COMMUNICATION WITH SHAREHOLDERS AND INVESTORS/INVESTOR RELATIONS

The Company considers that effective communication with Shareholders is essential for enhancing investor relations and 
investors’ understanding of the Group’s business performance and strategies. The Company endeavors to maintain an on-going 
dialogue with Shareholders and in particular, through AGMs and other general meetings. The chairman of the Board and the 
chairmen of all Board committees (or their delegates) will attend in person at the AGMs to meet with the Shareholders and 
answer their enquiries.

On 18 May 2018, based on the authorization from the general meeting, the Board passed the resolutions approving the 
amendments to Article 21 and 24 of the Articles of Association respectively. On 31 July 2018, based on the authorization from 
the general meeting, the Board passed the resolutions approving the amendments to Article 21 and 24 of the Articles of 
Association respectively. The updated version of the Articles of Association is available on the Company’s website and the Hong 
Kong Stock Exchange’s website.

To promote effective communication, the Company maintains a website at http://www.fosunpharma.com, where information 
and updates on the Company’s business developments and operation, financial information, corporate governance practices and 
other information are available for public access.
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DIRECTORS

Mr. Chen Qiyu (陳啟宇), aged 46, is the Company’s executive Director and chairman of the Board. Mr. Chen joined the Group 
in April 1994 and was appointed as a Director in May 2005. Mr. Chen is the chairman of Fosun High Tech, an executive director 
and a co-president of Fosun International, a company listed on the Hong Kong Stock Exchange (stock code: 00656), a non-
executive director and a vice chairman of Sinopharm (stock code: 01099), a non-executive director of Babytree Group (stock 
code: 01761) , a director of Beijing Sanyuan Foods Co., Ltd. (北京三元食品股份有限公司), a company listed on the Shanghai 
Stock Exchange (stock code: 600429), and was a director of Maxigen Biotech Inc., a company listed on the Taiwan Stock 
Exchange (stock code: 1783) and a director of Dian Diagnostics Group Co., Ltd (迪安診斷技術集團股份有限公司)., a company 
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Mr. Wang Qunbin (汪群斌), aged 49, is the Company’s non-executive Director. Mr. Wang joined the Group in January 1994, 
and was appointed as a Director in May 1995. Mr. Wang served as the Company’s Director and general manager from 1995 to 
2007 and was the chairman of the Board from October 2007 to June 2010. Currently, Mr. Wang is an executive director and 
Chief Executive Officer of Fosun International, a company listed on the Hong Kong Stock Exchange (stock code: 00656). Mr. 
Wang was a non-executive director of companies listed on the Shanghai Stock Exchange, namely Henan Lingrui Pharmaceutical 
Company Limited (河南羚銳製藥股份有限公司) (stock code: 600285) and Shanghai Yuyuan Tourist Mart Co., Ltd. (上海豫園旅

游商城股份有限公司) (stock code: 600655), and a non-executive director of Sinopharm, a company listed on the Hong Kong 
Stock Exchange (stock code:01099). Mr. Wang obtained a bachelor degree of science from Fudan University (復旦大學) in July 
1991.

Mr. Wang Can (王燦), aged 39, was appointed as the Company’s non-executive Director in June 2016. Mr. Wang is currently a 
director, senior vice president and chief financial officer of Fosun High Tech, an executive director, senior vice president and chief 
financial officer of Fosun International, a company listed on the Hong Kong Stock Exchange (stock code: 00656),a non-executive 
director of Fosun Tourism Group, a company listed on the Hong Kong Stock Exchange (stock exchange: 01992) and a director of 
Shanghai Ganglian E-commerce Holdings Co., Ltd., a company listed on the Shenzhen Stock Exchange (stock code: 300226). Mr. 
Wang joined Fosun High Tech in November 2012 and worked as the general manager of Investment Management Support 
Center, the co-director of Fosun Technology Innovation Center, the general manager of the investment management 
department, the deputy chief financial officer, the general manager of financial analysis department, and vice president. Prior to 
joining Fosun High Tech, Mr. Wang worked for Kingdee Software (China) Co., Ltd.* (金蝶軟件(中國)有限公司), 
PricewaterhouseCoopers Zhong Tian LLP, Standard Chartered Bank (China) Limited and Huazhu Hotels Group Ltd., a company 
listed on Nasdaq (stock code: HTHT). Mr. Wang is a non-practicing member of the China Institute of Certified Public Accountants 



84 Shanghai Fosun Pharmaceutical (Group) Co., Ltd.

Biographical Details of
Directors, Supervisors and Senior Management

Mr. Cao Huimin (曹惠民), aged 64, was appointed as the Company’s independent non-executive Director in June 2013. Mr. 
Cao is currently an independent director of Shanghai Industrial Development Co., Ltd. (上海實業發展股份有限公司) (stock code: 
600748), a company listed on the Shanghai Stock Exchange, an independent director of Zhejiang Meorient Business Exhibition 
Co., Ltd (浙江米奧蘭特商務會展股份有限公司), a company listed on National Equities Exchange and Quotations (NEEQ) (stock 
code: 831822), and an independent director of Shanghai Hanxun Information Technology Co., Ltd. (上海瀚訊信息技術股份有限

公司), a company listed on the GEM board of the Shenzhen Stock Exchange (stock code: 300762).Mr. Cao was a professor in 
accountancy at Shanghai Lixin University of Commerce (上海立信會計學院), an independent director of Shanghai HAND 
Enterprise Solution Company Ltd. (上海漢得信息技術股份有限公司), a company listed on Shenzhen Stock Exchange (stock code: 
300170), an independent director of Shanghai Bailian Group Co., Ltd. (上海百聯集團股份有限公司), a company listed on 
Shanghai Stock Exchange (stock code: 600827) and an independent director of Shanghai Flyco Electrical Appliance Co., Ltd. (stock 
code: 603868). Mr. Cao graduated from Shanghai University of Finance and Economics (上海財經大學) with a master degree in 
economics (accounting) in January 1988.

Mr. Jiang Xian (江憲), aged 64, was appointed as the Company’s independent non-executive Director in June 2015. Mr. Jiang 
is currently an independent director of Shanghai No.1 Pharmacy Co., Ltd. (上海第一醫藥股份有限公司), a company listed on 
Shanghai Stock Exchange (stock code: 600833), a partner and senior partner of Shanghai United Law Firm (上海市聯合律師事務

所), an arbitrator of China International Economic and Trade Arbitration Commission, an arbitrator of Shanghai International 
Economic and Trade Arbitration Commission (Shanghai International Arbitration Center), a visiting professor of East China 
University of Political Science and Law (華東政法大學) (formerly known as East China College of Political Science and Law (華東

政法學院)), a mediator of Shanghai Commercial Mediation, and an associated Mediator of Singapore Mediation Center. Mr. 
Jiang was a lecturer at Shanghai Law School (上海司法學校). Mr. Jiang obtained a bachelor degree of laws from a branch of the 
Fudan University (復旦大學) (now incorporated into the Shanghai University) in April 1983 and a master degree of laws from 
Fudan University (復旦大學) in July 1996, respectively. Mr. Jiang qualified as a lawyer in the PRC in 1985.

Dr. Wong Tin Yau Kelvin (黄天祐), Justice of Peace, aged 58, was appointed as the Company’s independent non-executive 
Director in June 2015. Dr. Wong is currently an executive director and deputy managing director of COSCO SHIPPING Ports 
Limited, a company listed on the Hong Kong Stock Exchange (stock code: 01199), an independent non-executive director of 
each of I.T Limited (stock code: 00999), China ZhengTong Auto Services Holdings Limited (stock code: 01728) and Huarong 
International Financial Holdings Limited (stock code: 00993), all of which are companies listed on the Hong Kong Stock 
Exchange, and an independent non-executive director of Bank of Qingdao Co., Ltd. (stock code: 03866, 002948) and Xinjiang 
Goldwind Science & Technology Co., Ltd. (stock code: 02208, 02202), which are listed on both the Hong Kong Stock Exchange 
(stock code: 03866, 02208) and the Shenzhen Stock Exchange (stock code: 02208, 002202). Dr. Wong was an independent 
non-executive director of Xinjiang Goldwind Science & Technology Co., Ltd. (stock code: 02208, 002202), a company listed on 
both the Hong Kong Stock Exchange and the Shenzhen Stock Exchange, and an independent non-executive director of AAG 
Energy Holdings Limited (stock code: 02686) and Asia Investment Finance Group Limited (stock code: 00033), which are 
companies listed on the Hong Kong Stock Exchange. Dr. Wong is the is the chairman of the Financial Reporting Council, the 
immediate past chairman and past chairman (2009–2014) of The Hong Kong Institute of Directors and a committee member of 
the Operations Review Committee of the ICAC. Dr. Wong obtained his Master of Business Administration degree from Andrews 
University in 1992 and his Doctor of Business Administration degree from The Hong Kong Polytechnic University in 2007.
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Mr. Wai Shiu Kwan Danny (韋少琨), aged 55, was appointed as the Company’s independent non-executive Director in June 
2016. Mr. Wai is currently the senior consultant at UBS AG (Hong Kong Branch), and the independent non-executive director of 
CanSino Biologics Inc. (stock code: 06185), a company listed on the Hong Kong Stock Exchange, with effect from 27 March 
2019. Mr. Wai served as an Analyst and Senior Analyst of The MAC Group, Inc. (Hong Kong) (now part of The Cap Gemini 
Group), as the Financial Analyst of Postal Buddy Corporation, various positions as Director, Assistant Director, Manager, Assistant 
Manager and Executive in the Corporate Finance Department of Jardine Fleming Holdings Ltd. (now part of JP Morgan Chase & 
Co.), as a Vice President in the Global Mergers & Acquisitions Group of JP Morgan Chase & Co. (Hong Kong), and as Executive 
Director, Managing Director and Head of Asia in the Global Healthcare Group of the Investment Banking Department, UBS AG 
(Hong Kong Branch). Mr. Wai graduated from the University of Hong Kong with a Bachelor of Social Sciences degree in 1987, 
and the Anderson Graduate School of Management at UCLA with an MBA degree in 1992.

Mr. Guo Guangchang (郭廣昌), aged 51, served as the Company’s Director from May 1995 to March 2018.

Ms. Kang Lan (康嵐), aged 49, served as the Company’s non-executive Director from June 2013 to March 2018.

SUPERVISORS

Ms. Ren Qian (任倩), aged 50, has served as the chairman of the Supervisory Committee since January 2018. Ms. Ren joined 
the Group in May 2011 and has been serving as the deputy general manager and general manager of audit department of the 
Company. Prior to joining the Group, Ms. Ren served as an auditor of the audit department of Shanghai No.1 Department Store 
Company Limited (上海市第一百貨股份有限公司) (whereafter merged with Shanghai Bailian Group Company Limited (上海百聯

集團股份有限公司), a company listed on the Shanghai Stock Exchange (stock code: 600827)) and the manager of financial 
department of a subsidiary thereof, the chief officer of the second division of audit department of China Worldbest Group 
Company Limited (中國華源集團有限公司), the assistant to director of Shanghai Zhongzhou Certified Public Accountants 
Company Limited (上海中洲會計師事務所有限公司), and the deputy general manager of audit department of Shanghai China 
Fortune Company Limited (上海華鑫股份有限公司), a company listed on the Shanghai Stock Exchange (stock code: 600621). 
Ms. Ren graduated from Shanghai University of Finance and Economics (上海財經大學) with a bachelor degree in economics in 
July 1991, and graduated from The Chinese University of Hong Kong with a master degree in accounting in November 2016.

Mr. Cao Genxing (曹根興), aged 72, has served as the Company’s Supervisor since 26 May 2008. Mr. Cao currently serves as 
the secretary to the board of Dahua Group Limited (大華(⠀



86 Shanghai Fosun Pharmaceutical (Group) Co., Ltd.

Biographical Details of
Directors, Supervisors and Senior Management

Mr. Guan Yimin (管一民), aged 68, was appointed as the Company’s Supervisor on 30 June 2014. Mr. Guan is now an 
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Mr. Wen Deyong (文德鏞), aged 47, joined the Group in May 2002 and is currently a vice president of the Company. Mr. Wen 
was a general manager of the No. 2 marketing department and vice president and president of Yao Pharma, as well as the 
current vice chairman of the board of Yao Pharma. Mr. Wen graduated from West China University of Medical Sciences (華西醫

科大學), which is now known as West China Medical Center of Sichuan University (四川大學華西醫學中心), in September 1995, 
and obtained a Master of Business Administration Degree from Donghua University (東華大學) in December 2007.

Ms. Dong Xiaoxian (董曉嫻), aged 37, joined the Group in 2003, and is currently a vice president, the secretary to the Board 
and the joint company secretary of the Company. Ms. Dong worked as the securities affairs assistant, securities affairs 
representative, deputy director and director of the Board Secretary Office of the Company. Ms. Dong graduated from Shanghai 
University (上海大學) with a Bachelor of Laws in July 2003, and graduated with a Master of Business Administration Degree from 
Fudan University (復旦大學) in January 2015.

Mr. Liu Yi (劉毅), aged 43, joined the Group in November 2015 and is currently a vice president of the Company and the 
executive Director and chairman of the board of directors of Sisram Medical, a company listed on the Hong Kong Stock Exchange 
(stock code: 01696). Mr. Liu was the chief technology officer of the medical devices division of the Company. Prior to joining the 
Group, Mr. Liu was a student in Young Cadre Training Class of Chinese Academy of Governance (國家行政學院青年幹部培訓班), 
a deputy section officer of medical equipment department and a section officer of market supervision department of State Food 
and Drug Administration, which is now known as CFDA and the deputy head and head of Beijing Medical Equipment Laboratory 
(北京市醫療器械檢驗所). Mr. Liu obtained a bachelor degree in engineering from Beijing Institute of Technology in July 1998, 
and a master degree in management from Peking University in January 2006.

Mr. Li Dongming (李東明), aged 50, joined the Group in April 2017 and is currently a vice president of the Company. Prior to 
joining the Group, Mr. Li was a technician trainee, deputy director, director, and the assistant to the plant manager and director 
in the workshop of Shanghai Yan’an Pharmaceutical Plan (上海延安製藥廠), a deputy general manager and director of the 
human resources department of Shanghai Yan’an Wanxiang Pharmaceutical Co., Ltd. (上海延安萬象藥業股份有限公司), a 
deputy factory director of Shanghai Sine Pharmaceuticals (信誼藥廠) (now known as Shanghai SPH Sine Pharmaceutical 
Laboratories Co., Ltd. (上海上藥信誼藥廠有限公司)), the strategic director of the strategy and investment committee office 
under the board of directors, as well as the vice president of the OTC sales business department of Shanghai Pharmaceuticals 
(Group) Limited, a director and deputy general manager of Shanghai Roche Pharmaceutical Co., Ltd., a director and general 
manager of Shanghai Zhongxi Sunve Pharmaceutical Co., Ltd., and a director and general manager of Shanghai Pharmaceutical 
Group Pharma Sales Co., Ltd. (上海醫藥集團藥品銷售有限公司). Mr. Li obtained a bachelor degree in science from Fudan 
University in July 1989.

Mr. Li Dongjiu (李東久), aged 53, joined the Group in December 2009 and served as a senior vice president of the Company 
from June 2010 to January 2018.

