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Unit: RMB million

2013 2012

Operating Results

Revenue 7,278
Gross profit 3,151
Operating profit 594
Profit before tax 2,123
Profit for the year attributable to owners of the parent 1,564
Profitability

Gross margin 43.3%
Operating profit margin 8.2%
Net profit margin 25.3%
Earnings per share

(in RMB)

Earnings per share — basic 0.80
Earnings per share — diluted 0.80
Assets

Total assets 29,418 25,450
Equity attributable to owners of the parent 15,275 13,502
Total liabilities 11,811 10,202
Cash and bank balances 3,067 4,973
Debt-to-asset ratio 40.1% 40.1%
Of which: Pharmaceutical manufacturing and R&D segment

Revenue 4,633
Gross profit 2,437
Segment results 694
Segment net profit 829
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Chairman'’s
Statement

Mr. Chen Qiyu
Chairman

Dear Shareholders,

In 2013, the global economic downturn, slowdown of the domestic
economy growth and the continuing reform of medical system in the PRC
brought policy opportunities to the development of medical services.
During the Reporting Period, the Group adhered to its business philosophy
of “Innovation for Good Health”, focused on its core pharmaceutical
healthcare businesses, continued to develop product innovation and
improve management, actively promoted the strategies of organic growth,
external expansion and integrated development, and thereby maintaining a
rapid growth of its major businesses.
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2013 Review

During the Reporting Period, the Group recorded revenue of RMB9,921 million, representing an increase of 36.31% as compared
with 2012, of which the Group recorded revenue of RMB6,524 million in pharmaceutical manufacturing and research and
development (R&D), representing an increase of 40.82% as compared with 2012.

The Board proposed to distribute a final dividend of RMBO0.27 (inclusive of tax) per share for the year ended 31 December 2013.

The Group has formed a relatively complete product portfolio in the five major therapeutic areas (being areas of cardiovascular
system, metabolism and alimentary tract, central nervous system, blood system and anti-infection) which are areas with the
greatest potential in China’s pharmaceutical market. Each of the major pharmaceutical products of the Group has its own
competitive advantages in their respective segments. In 2013, there were 15 formulation products and series of the Group that
each recorded revenue of over RMB100 million.

The Group has developed internationalized R&D structure and strong R&D capabilities. It has set up interactive and integrated
R&D systems in Shanghai, Chongging and San Francisco. It has also established an efficient R&D platform in areas of small
molecular innovative drugs, monoclonal antibodies, generic drugs with high barriers-to-entry and special administration
technology. As of the end of the Reporting Period, there were 119 pipeline drugs and vaccines projects, 7 projects under clinical
trial applications, 8 projects under clinical trial, and 12 projects awaiting official approval for sales. It is expected that these
projects under development will provide a solid foundation to maintain sustainable growth of the Group in the future. As of the
end of the Reporting Period, there were 779 staff in the R&D team. Meanwhile, the Group diversified its innovative research
through strategic alliances, cooperative projects, joint ventures and other means so as to further strengthen its R&D capabilities.

Whilst enhancing the competitiveness of its products, the Group also focused on developing its marketing capabilities. With a
marketing team consisting of over 2,200 employees and a sales network covering most of the major domestic markets, the
Group has been improving its capabilities in sales and marketing. Sinopharm, an investee of the Group for over a decade, has
developed into the largest pharmaceutical and healthcare distributor and a leading supply chain service provider in China
possessing and operating China’s largest drug distribution and delivery network. The Group, leveraging its long-established
strategic cooperation with Sinopharm, put the synergy into full play.

The Group is one of the first enterprises in the PRC pharmaceutical industry to develop internationally, and its production capacity
has met the international standards with several production lines recognized by relevant international certifications, and some of
the formulations and APIs have also entered into the international markets in a considerable scale.

The Group has taken the lead in entering into the healthcare service segment in China and has completed the deployment of our
healthcare services business 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.

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. A-share market and the H-share market have created favorable condition for the Group to rapidly expand its scale of
operation and enhance its competitiveness through merger and acquisition activities. In order to maintain its rapid growth, the
Group will follow the direction of China’s Twelfth 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.



Shanghai Fosun Pharmaceutical Group Co., Ltd.

Chairman’s
Statement

Outlook

In 2014, the pharmaceutical industry in China will be presented with numerous opportunities. In terms of market demand, the
increase in the proportion of the aging population in the PRC, the increased spending on healthcare programs by the PRC
government and the increase in the domestic per capita disposable income have been the three major driving factors for the
rapid development of the pharmaceutical industry, and these factors will continue to exist and drive the industry to rapidly grow
in the foreseeable future. In terms of industry structure, the domestic economy has maintained stable growth and the PRC
government has encouraged and guided the strategic emerging industries to upgrade the industry and optimize the industry
structure and supports the development of the innovation-oriented pharmaceutical industry. The implementation of the National
List of Essential Drugs has established a relatively solid foundation for the domestic pharmaceutical enterprises. The
implementation of China’s Twelfth Five Year Plan for the pharmaceutical industry has driven greater competition in the industry
as a whole. As a result, pharmaceutical enterprises with advantages in scale, technology, brand and marketing will have valuable
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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 RMB9,921 million, representing an increase of 36.31% over
2012.

During the Reporting Period, profit before tax and profit for the year attributable to owners of the parent of the Group increased
by 36.89% and 29.61% to RMB2,906 million and RMB2,027 million from 2012, respectively.

During the Reporting Period, earnings per share of the Group increased by 12.50% to RMB0.90 from 2012.
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REVENUE

During the Reporting Period, revenue of the Group increased by 36.31% to RMB9,921 million from 2012. Such increase in
revenue was mainly due to (1) higher sales in business segments of pharmaceutical manufacturing and medical diagnosis and
medical devices, and (2) the contribution from newly acquired enterprises.

During the Reporting Period, the pharmaceutical manufacturing and R&D segment of the Group recorded revenue of RMB6,524
million, representing an increase of 40.82% from 2012; and segment results of RMB1,201 million, representing an increase of
73.13% from 2012. Such increase in revenue of the pharmaceutical manufacturing and R&D segment and segment results was
mainly due to higher revenue from major products as well as the change in scope of the consolidated statements.

COST OF SALES

During the Reporting Period, costs of sales of the Group increased by 34.33% to RMB5,543 million from RMB4,127 million in
2012, which was mainly due to higher revenue from major products as well as the change in scope of the consolidated
statements.

GROSS PROFIT

Based on the above reasons, during the Reporting Period, gross profit of the Group increased by 38.94% to RMB4,378 million
from RMB3,151 million in 2012. The gross margin of the Group in 2013 and 2012 were 44.1% and 43.3%, respectively.

SELLING AND DISTRIBUTION EXPENSES

During the Reporting Period, selling and distribution expenses of the Group increased by 21.90% to RMB1,844 million from
RMB1,512 million in 2012, which was mainly due to higher revenue from major products as well as the change in scope of the
consolidated statements.

R&D COSTS AND R&D INVESTMENTS

During the Reporting Period, R&D costs of the Group increased by over 43% to RMB438 million from RMB306 million in 2012,
which was mainly because the Group has increased its R&D investments, with a focus on the R&D of generic biopharmaceutical
drugs and innovative drugs.

During the Reporting Period, R&D investments of the Group increased by 36.49% to RMB505 million from RMB370 million in

2012, accounting for 5.09% of the revenue for the Reporting Period.

SHARE OF PROFITS OF ASSOCIATES

During the Reporting Period, share of profits of associates of the Group decreased by 3.46% to RMB782 million from RMB810
million in 2012, which was mainly due to the dilution in the investment of the Group resulting from the completion of placing of
H shares by Sinopharm, the disposal of Tongjitang Medicine and the change in net profit of associates.
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PROFIT FOR THE YEAR

Due to the above reasons, during the Reporting Period, profit for the year of the Group increased by 30.48% to RMB2,400
million from RMB1,839 million in 2012. The net profit margin of the Group in 2013 and 2012 were 24.2% and 25.3%,
respectively.

PROFIT FOR THE YEAR ATTRIBUTABLE TO OWNERS OF THE PARENT

During the Reporting Period, profit for the year attributable to owners of the parent of the Group increased by 29.61% to
RMB2,027 million from RMB1,564 million in 2012, which was mainly due to (1) the steady growth maintained by the principal
businesses of the Group; (2) the gain on deemed disposal recognised from the dilution of equity interest resulting from the
completion of placing of H shares by Sinopharm, an investee company of the Group, in April 2013. Upon completion of placing
of Sinopharm'’s H shares, the investment of the Group in Sinopharm was diluted from 32.05% to 29.98% and the effect of gain
recognised on deemed disposal resulting from the diluted equity interests amounted to a gross profit of RMB595 million and a
net profit after tax of RMB446 million; (3) the effect of gain recognised from disposal of Tongjitang Medicine amounted to a
gross profit of RMB520 million and a net profit after tax of RMB414 million.

DEBT STRUCTURE, LIQUIDITY AND SOURCES OF FUNDS

Total debt

As at 31 December 2013, total debt of the Group decreased from RMB5,655 million as at 31 December 2012 to RMB5,624
million, which was mainly due to the repayment of borrowings. As at 31 December 2013, cash and bank balances decreased by
38.31% from RMB4,973 million as at 31 December 2012 to RMB3,067 million, mainly because external investments have been
increased and the proceeds from listing of H Shares were principally used for project investments, R&D, repayment of interest-
bearing debt as well as general working capital.

As at 31 December 2013, the amount of RMB510 million (2012: RMB185 million) out of the total debt of the Group was
denominated in foreign currencies, and the remainder was denominated in RMB.

As at 31 December 2013, cash and bank balances of the Group denominated in foreign currencies amounted to RMB495 million
(2012: RMB2,848 million).
Unit: RMB million

Cash and bank balances denominated in: 2013 2012

RMB 2,125
US dollars 147
HK dollars 2,645
Others 56
Sub-total 4,973
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Gearing ratio

As at 31 December 2013, the gearing ratio, calculated as total interest-bearing debts over total assets, was 19.12%, as compared
with 22.22% as at 31 December 2012.

Interest rate

As at 31 December 2013, total interest-bearing bank and other borrowings at a floating interest rate amounted to RMB1,261
million (2012: RMB631 million).

As at 31 December 2013, the Group issued the 5-year medium-term notes with an aggregate amount of RMB2,600 million,
which were interest-bearing at a floating interest rate.

Maturity structure of outstanding debts

Unit: RMB million

31 December 31 December

2013 2012

I

Within 1 year 1,375
1 to 2 years 41
2 to 5 years 4,219
Over 5 years 20
Total 5,655
I

Available facilities

As at 31 December 2013, save for cash and bank balances of RMB3,067 million, the Group had unutilised banking facilities of
RMB10,141 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 granted the Group general banking facilities to support its capital
requirements. The utilisation of such bank facilities was subject to the approval of individual projects from the Banks in
accordance with banking regulations of China. As at 31 December 2013, total available banking facilities under these
arrangements were approximately RMB11,828 million in aggregate, of which RMB1,687 million had been utilised. The Group
obtained the approval from the National Association of Financial Market Institutional Investors for issuing short-term bonds in
tranches with the aggregate principal amount of not more than RMB2,000 million on 31 October 2012. On 31 December 2013,
the balance of short-term bonds payable is 0.

Pledged assets

As at 31 December 2013, the Group had pledged the following for certain bank borrowings: property, plant and equipment
amounting to RMB124 million (2012: RMB303 million), prepaid land lease payments amounting to RMB26 million (2012: RMB39
million), and 94.16% equity interest in Guilin Pharma held by the Group (2012: 94.16% equity interest in Guilin Pharma held by
the Group). Details of the pledged assets are set out in note 34 to the financial statements.
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Cash flow

The cash of the Group is mainly used for meeting capital requirements, repaying interest and principals of debts due, paying for
purchases and capital expenditures, and funding growth and expansion of facilities and businesses of the Group. The table below
shows the cash flow of the Group generated from (or used for) operating activities, investing activities and financing activities for
2013 and 2012.

Unit: RMB million

2013 2012

Net cash flows from operating activities 666
Net cash flows used in investing activities (975)
Net cash flows from financing activities 2,065
Increase/decrease in cash and cash equivalents 1,755
Cash and cash equivalents at the beginning of the year 2,428
Cash and cash equivalents at the end of the year 4,172

I

Capital expenditures and capital commitments

During the Reporting Period, capital expenditures of the Group amounted to RMB1,096 million, which mainly consisted of
additions to property, plant and equipment, other intangible assets and prepaid land lease payments. Details of capital
expenditures are set out in note 4 to the financial statements.

As at 31 December 2013, the Group’s capital commitments contracted but not provided for and capital commitments authorised
but not contracted amounted to RMB410 million and RMB92 million, respectively. These were mainly committed for

reconstruction and renewal of plant and machinery as well as for new investees. Details of capital commitments are set out in
note 43 to the financial statements.

CONTINGENT LIABILITIES

As at 31 December 2013, the Group did not have any contingent liabilities.

INTEREST COVERAGE

In 2013, EBITDA divided by interest costs being 10.50 times as compared with 7.53 times in 2012. The increase of interest
coverage was mainly because the Group's EBITDA in 2013 increased by 31.80% to RMB3,677 million from RMB2,789 million in
2012.

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.
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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 2013, the global economic downturn, slowdown of the domestic economy growth and the continuing reform of medical
system in the PRC brought policy opportunities to the development of medical services. During the Reporting Period, the
Group adhered to its business philosophy of “Innovation for Good Health”, focused on its core pharmaceutical healthcare
businesses, continued to develop product innovation and improve management, actively promoted the strategies of
organic growth, external expansion and integrated development, and thereby maintaining a rapid growth of its major
businesses.

During the Reporting Period, the Group recorded revenue of RMB9,921 million, representing an increase of 36.31% as
compared with 2012, of which, the Group recorded revenue of RMB6,524 million in pharmaceutical manufacturing and
research and development (R&D), representing an increase of 40.82% as compared with 2012. The increase in revenue of
the Group was mainly due to (1) the growth in the sales of the pharmaceutical manufacturing and the manufacturing of
medical diagnosis and medical devices business segments; and (2) the business contributions from the newly acquired and
merged companies.

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

Unit: RMB million

Year-on-year

Revenue Revenue increase or

Business segment 2013 2012 decrease
(%)

Pharmaceutical manufacturing and R&D 4,633 40.82
Pharmaceutical distribution and retail 1,423 5.55
Healthcare services (Note 1) 159 198.74
Manufacturing of medical diagnosis and medical devices (Note 2) 580 86.38
Distribution of medical diagnosis and medical devices 469 -30.49

Note 1:

Note 2:

The significant increase in healthcare services was mainly due to the changes in the scope of consolidated statements. Excluding the impact of the
new acquisition and merger, the revenue of the healthcare service segment recorded a year-on-year increase of 10.8%.

This included the data from June to December 2013 of Alma Lasers. Excluding the impact of the new acquisition and merger, the revenue of the

manufacturing of medical diagnosis and medical devices segment recorded a year-on-year increase of 29.45%.
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In 2013, the Group recorded profit before tax of RMB2,906 million and net profit attributable to Shareholders of the
Company of RMB2,027 million, representing an increase of 36.89% and 29.61% as compared with 2012, respectively. The
increase in profit before tax and net profit attributable to Shareholders of the Company was mainly due to (1) the steady
growth maintained by the principal businesses of the Group; (2) the gain on deemed disposal recognized from the dilution
of equity interest resulting from the completion of placing of H shares by Sinopharm, an investee company of the Group, in
April 2013. Upon completion of placing of Sinopharm’s H shares, the investment of the Group in Sinopharm was diluted
from 32.05% to 29.98% and the effect of gain recognized on deemed disposal resulting from the diluted equity interests
amounted to a gross profit of RMB595 million and a net profit after tax of RMB446 million; (3) the effect of gain
recognized from disposal of Tongjitang Medicine amounted to a gross profit of RMB520 million and a net profit after tax
of RMB414 million.

During the Reporting Period, the Group continued to increase its investments, focusing on the R&D of generic
biopharmaceutical drugs and innovative drugs. During the Reporting Period, the Group applied for 72 patents in the
pharmaceutical manufacturing and R&D segment. You Li Tong (O 0O 0O) APIs and formulation have been granted with
production approvals and license for new medicines, while the new packaging of Artesun triple injection of Entecavir APIs
have also been granted with production approvals. In 2013, the Group completed the first overseas transfer of its R&D
project through which the Group has transferred relevant intellectual property of its self-invented Fotagliptin Benzoate and
Pan-HER Inhibitors across the world (excluding China) to SELLAS, strengthening our confidence in expanding our self-
invented medicine into the European and American market. As at the end of the Reporting Period, the Group has 119
pipeline drugs and vaccines R&D projects.

During the Reporting Period, the Group further increased its investment in the healthcare services segment. It invested in
the Nanyang Cancer Hospital (0 O O O 0O O), a traditional Chinese medicine and western medicine integration tumor
specialist hospital, and the Chancheng Hospital (0 O O O), a tier-three class A hospital in Foshan. The Group substantially
completed the strategic deployment of its healthcare services business to combine 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.

Meanwhile, the Group vigorously promote its international strategy. During the Reporting Period, the Group acquired Alma
Lasers, a global leading provider of laser medical equipment. The Group also invested in Saladax Biomedical, Inc., a U.S.
company which is principally engaged in personalized medicine dose diagnostic tests, and OXFORD IMMUNOTEC GLOBAL
PLC, a Tuberculosis in-vitro diagnostic products and services provider listed in the U.S. on the NASDAQ stock exchange in
2013.

Pharmaceutical Manufacturing and R&D

During the Reporting Period, the pharmaceutical manufacturing and R&D segment of the Group recorded revenue of
RMB6,524 million, representing an increase of 40.82% as compared with 2012, and segment results of RMB1,201 million,
representing an increase of 73.13% as compared with 2012. The increase in the revenue and segment results in
pharmaceutical manufacturing and R&D segment was mainly due to the increase in the sales revenue of major products
and changes in the scope of consolidated statements.

During the Reporting Period, the pharmaceutical manufacturing and R&D segment of the Group grew rapidly and the
development of its professional operational team was further strengthened. In 2013, the sales of the Group’s major
products in therapeutic areas of cardiovascular system, central nervous system, blood system, metabolism and alimentary
tract and anti-infection maintained a stronger growth momentum, recording a year- on-year growth of 31.05%, 89.94%,
37.79%, 15.64% and 47.04%, respectively.
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In 2013, the Group had 15 formulation items and series with sales over RMB100 million, among which sales of You Di Er,
artesunate injection series and Mo Luo Dan exceeded RMB100 million for the first time and the sales of Ao De Jin and
Atomolan exceeded RMB500 million.

Revenues of major products in the major therapeutic areas during the Reporting Period are set out in the following table:

Unit: RMB million

Year-on-year

Pharmaceutical increase or
Manufacturing and R&D 2013 2012 decrease
(Note 1) (%)

Major products of cardiovascular system therapeutic area

(Note 2) 399 31.05
Major products of central nervous system

therapeutic area (Note 3) 441 89.94
Major products of blood system therapeutic area (Note 4) 202 37.79
Major products of metabolism and alimentary tract

therapeutic area (Note 5) 1,117 15.64
Major products of anti-infection therapeutic area (Note 6) 574 47.04
Major APIs and intermediate products (Note 7) 677 37.93

Note 1:

Note 2:

Note 3:

Note 4:

Note 5:

Note 6:

Note 7:

During the Reporting Period, quetiapine fumarate (quetiapine fumarate tablets) became a major product in therapeutic area of central nervous
system. If the corresponding data of quetiapine fumarate for 2012 were included, the year-on-year increase would have been 38.50%. During the
Reporting Period, clindamycin hydrochloride became a major APIs and intermediate products. If the corresponding data of clindamycin hydrochloride
for 2012 were included, the year-on-year increase would have been 16.31%;

Major products in therapeutic area of cardiovascular system include heparin series preparations, Xin Xian An (meglumine adenosine cyclophosphate
for injection), Ke Yuan (calcium dobesilate), Bang Tan (Telmisartan), Bang Zhi (pitavastatin) and You Di Er (alprostadil dried emulsion;

Major products in therapeutic area of central nervous system include Ao De Jin (deproteinised calf blood injection) and quetiapine fumarate (quetiapine
fumarate tablets);

Major products in therapeutic area of blood system include Bang Ting (hemocoagulase for injection);

Major products in therapeutic area of metabolism and alimentary tract include Atomolan series, Wan Su Ping (glimepiride), animal insulin and its
formulation, recombinant human erythropoietin (Yi Bao), compound aloe capsules and Mo Luo Dan;

Major products in therapeutic area of anti-infection include anti-tuberculosis series, artesunate series, Xi Chang (cefmetazole sodium) and Shaduolika
(potassium sodium dehydroandrographolide succinate);

Major APIs and intermediate products include amino acid, tranexamic acid and clindamycin hydrochloride.
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The Group has placed great emphasis on quality and risk management of the life cycle of its products, implemented
stringent quality and safety control mechanism and monitored adverse drug reaction at each stage of the production chain
from R&D to sales, so as to ensure the R&D, production, sales, pulling off shelf and recall of pharmaceutical products are
conducted safely and properly. The Group’s pharmaceutical manufacturing segment fully implemented the concept of
quality and risk management and focused on quality control mechanisms such as annual quality review, management of
change, management of deviation, OOS investigation and audit on suppliers. The Group’s pharmaceutical manufacturing
segment continued to push forward qualification certifications, ensure fulfillment of the new Good Manufacturing Practice
(“GMP") in China, further international qualification certifications, and encourage voluntary adoption of international
standards such as the European Directorate for the Quality of Medicines, the United States Pharmacopeia and IP in the
production processes. As of the end of the Reporting Period, 16 APIs of the Group received certifications from the FDA of
the U.S., EU Certification, Ministry of Health, Labour and Welfare of Japan and Federal Ministry of Health of Germany. One
production line for oral solid dosage formulation and two productions lines for injection of Guilin Pharma obtained
PreQualification (“PQ") from the World Health Organization (“WHO") and a production line of oral solid dosage
formulation of Yao Pharma was recognized by FDA of Canada.

The Group has focused on innovation and R&D in long run. During the Reporting Period, the R&D expenses were RMB438
million, of which the R&D expenses in the pharmaceutical manufacturing and R&D segment were RMB359 million,
representing 5.50% of the revenue of the pharmaceutical manufacturing and R&D segment. The Group has continuously
improved pharmaceutical R&D system that integrates imitation and innovation, increased investment in the “4+1" R&D
platform, improved its innovation system, enhanced R&D capabilities, launched new products, and strengthened the core
competitiveness of the Group. The Group owned a national-level enterprise technical center and established highly-efficient
international R&D teams in Shanghai, Chongging and San Francisco. In order to leverage its competitive strengths, the
Group focused its R&D on therapeutic areas including metabolism and alimentary tract, cardiovascular system, central
nervous system, anti- tumor and immune modulating and anti-infection, and the major products have gained leading
position in each of the market segments. In China, the Group has competitive advantage in segment markets of liver
disease, diabetes and tuberculosis whereas in the global market, the Group is a pioneer in the manufacturing and R&D of
anti-malaria products. During the Reporting Period, the Group completed the first overseas transfer of its R&D project. In
2013, the Group has transferred relevant intellectual property of its self-invented Fotagliptin Benzoate and Pan-HER
Inhibitors across the world (excluding China) to SELLAS, strengthening our confidence in expanding our self-invented
medicine into the European and American market.

As of the end of the Reporting Period, the Group had 119 pipeline drugs and vaccines. The Group has completed
construction and selection of high-expressing production cell lines for five monoclonal antibody products, tendered
applications for clinical trial to the SFDA for four monoclonal antibody products (five indications) as of the end of the
Reporting Period, and obtained the approval for the clinical trial for a new small molecular innovative chemical drug. During
the Reporting Period, production approvals and licences for new medicines for Yu Li Tong APIs and formulation and
production approvals for Entecavir APIs have been obtained; Chongging Pharma Research has obtained the first licence for
clinical study for methylnaltrexone bromide injection in China, and adopted the carrier drug delivery technology and
invented the new formulation of “Rasagiline Transdermal Patches”, for which it has obtained the approval for clinical study
from SFDA. The new packaging of Artesun triple injection of Guilin Pharma also obtained the WHO-PQ certification in
February 2013. In addition, the Group continued to implement its patent strategy and the Group’s pharmaceutical
manufacturing segment applied for a total of 72 patents during the Reporting Period.
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Meanwhile, the Group creatively integrated domestic resources and continued to enhance R&D capabilities of the
enterprise. The “Technology Innovation Strategic Alliance” formed by us with prestigious research institutes in China is one
of the “industry-academia-research strategic alliances” under the national major project of pharmaceutical innovation and
manufacturing. We cooperated with Shanghai Institute of Materia Medica of the Chinese Academy of Sciences (0 00 0O O
00000000)toinvent a new R&D model and to develop three anti-tumor innovative drug targets through sharing
of benefits and risks. We established a joint venture company with Dalian Wanchun to jointly develop new anti-tumor
drugs with international patents. We have also collaborated with Shanghai Jiao Tong University to jointly invent the
synthesized arteannuin technology from arteannuin. As an “Innovative Pilot Enterprise” recognized by the PRC Ministry of
Science and Technology and “National Enterprise Technology Centre”, the Group continued to enhance and improve its
development as a pilot enterprise during the Reporting Period. In 2013, the Group was once again awarded the “Most
Innovative Pharmaceutical Enterprise in China (OO OO0 OO OO0OO)".

Pharmaceutical Distribution and Retail

The pharmaceutical distribution and retail business of the Group recorded revenue of RMB1,502 million in 2013,
representing an increase of 5.55% as compared with 2012. As of the end of the Reporting Period, our pharmaceutical
retail brands, For Me Pharmacy and Golden Elephant Pharmacy, had a total of over 650 retail pharmacies, maintaining
leading position in their respective regional markets. In 2013, For Me Pharmacy and Golden Elephant Pharmacy recorded
sales of RMB828 million, maintaining a leading market share in the pharmaceutical retail markets in Shanghai and Beijing.
Meanwhile, the Group actively explored the transformation of the pharmaceutical retail business model and tried new
business models.

During the Reporting Period, Sinopharm, an investee company of the Group, completed placing of 165,668,190 of its H
Shares, raising net proceeds of HK$4,004 million. Continuous efforts were also made in accelerating industry consolidation,
expanding distribution network of pharmaceutical products and maintaining rapid growth in business. In 2013, Sinopharm
realized revenue of RMB166,866 million, net profit of RMB3,580 million and net profits attributable to Shareholders of
RMB2,250 million, which represented an increase of 22.24%, 16.01% and 13.67% as compared with 2012, respectively.
As of the end of the Reporting Period, the distribution network of Sinopharm further expanded to 51 distribution centers
in 31 provinces, autonomous regions and municipalities in China. Its direct customers included 11,552 hospitals (only
referring to hospitals with ranking and including 1,614 of the tier-three hospitals which are the largest and most highly-
ranked hospitals). During the Reporting Period, Sinopharm'’s revenue from pharmaceutical distribution business increased
by 23.26% as compared with the same period of last year to RMB158,972 million. Meanwhile, the pharmaceutical retail
business of Sinopharm also maintained growth with revenue of RMB4,833 million generated during the Reporting Period,
representing an increase of 17.49% as compared with the corresponding period of 2012; while its pharmaceutical retail
network has further expanded, Sinopharm Holding GuoDa Drug Store Co., Ltd. has had 1,917 retail pharmacies as of the
end of the Reporting Period.

Healthcare Services

In 2013, the Group further increased its investment in the healthcare services segment. It invested in the Nanyang Cancer
Hospital (0 O O OO O), a traditional Chinese medicine and western medicine integration tumor specialist hospital, and
the Chancheng Hospital (O O 0 0O), a tier-three class A hospital in Foshan. The Group substantially completed the strategic
deployment of our healthcare services business to combine 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.
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During the Reporting Period, the Group actively strengthened the operating capabilities of the healthcare institutions
controlled by the Group, increased efforts in cultivating and recruiting medical staff, and facilitated the regional
development of our healthcare services business. In 2013, the healthcare services entities controlled by the Group recorded
a total revenue of RMB475 million; and as of the end of the Reporting Period, the total number of beds approved in Anhui
Jimin Cancer Hospital (0 0O 0O 0O O O), Guangji Hospital (O O O O), Zhongwu Hospital (0 O 0O O) as well as Chancheng
Hospital (O O O O) was 2,090.

During the Reporting Period, the Group continued to support and facilitate the development and deployment of the
hospital and clinic network under “United Family Hospital”, a leading premium healthcare services brand of Chindex. In
2013, there were significant and positive growth momentum in the United Family Hospital’s businesses in Beijing, Shanghai
and Tianjin, and Beijing United Family Rehabilitation, one of the world’s leading hospitals, commenced operation officially.
During the Reporting Period, revenue of the United Family Hospital recorded US$179 million, representing an increase of
17.68% as compared with 2012, reflecting the growing market demand for premium healthcare services and the strong
brand recognition of “United Family Hospital”.

Medical Diagnosis and Medical Devices

In 2013, the Group furthered its development in the medical diagnosis and medical devices segment by increasing
investments and enhancing business cooperation. With respect to the medical diagnosis segment, the Group has invested
in Saladax Biomedical, Inc., a U.S. corporation which is principally engaged in personalized medicine dose diagnostic tests
and completed capital injection into OXFORD IMMUNOTEC GLOBAL PLC, a Tuberculosis in-vitro diagnostics products and
services provider, and made its second captial injection into SD Biosensor Inc., a Korean company which engages in
manufacturing of rapid diagnostic products during the Reporting Period. These investments further increased the varieties
of diagnostic products and expanded our market share of rapid diagnostic products in the international market. With
respect to medical devices segment, the Group invested in the world’s leading supplier of laser medical equipment, Alma
Lasers, during the Reporting Period, maintaining its global leading position in such market segment.

During the Reporting Period, the Group recorded revenue of RMB1,081 million for the manufacturing of medical diagnosis
and medical devices segment, representing an increase of 86.38% as compared with 2012. Excluding the impact of
consolidation of Alma Lasers into the financial statements, the Group recorded revenue of RMB751 million from its medical
diagnosis and medical devices manufacturing business during the Reporting Period, representing an increase of 29.45% as
compared with the corresponding period of 2012. The revenue of distribution operations of the medical diagnosis and
medical devices amounted to RMB326 million, representing a decrease of 30.49% as compared with the corresponding
period of 2012. This was mainly due to the adjustment of distribution rights.

Environmental Protection, Healthy and Safety

During the Reporting Period, the Group highly recognised environmental protection, health and safety (“EHS"), proactively
implemented EHS guidelines within its business segments of pharmaceutical manufacturing and R&D, pharmaceutical
distribution and retail, health care services, medical diagnosis and medical devices. Member companies are required to
strictly comply with national and local EHS laws and regulations and mandatory standards, reduce emission of pollutants,
optimize the efficient of energy resources, improve safety management, strengthen training and supervision of
occupational health and safety. Member companies have made their efforts and achieved positive effects.

During the Reporting Period, the Group further improved its EHS management system, enhancing the occupational skills of
EHS professional management staff, supervising the process safety and EHS risk control of each member company, and
regulating EHS risk of investment projects. Through implementing process safety and EHS risk control and carrying out spot
checks, professional advice has been offered to member companies with high EHS risks, which in turn provides a strong
foundation to achieving continuous and effective process safety and EHS risk control within the Group.
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Financing

In 2013, the Company had further improved its financing structure and optimized its debt structure. During the Reporting
Period, the proceedings from H Shares of HK$2,501 million was used as planned for project investments, R&D, repayment
of interest-bearing debt as well as supplement working capital. In addition, a proposal of registration and issuance of RMB2
billion medium-term notes have been approved in the general meeting of the Company, with an aim to further broaden
the financing channels for the Company and to enable the Company to continually further its mergers and acquisitions of
domestic and overseas pharmaceutical companies, enhance the construction of international R&D platform, and strengthen
the development of its principal businesses.

Social Responsibility

Whilst the Group has been rapidly growing, the Group remains committed to undertake social responsibilities as a
corporate citizen. During the Reporting Period, the Group had continually increased investment in environment protection,
optimized the production process and improved the utilization rate of the production facilities for the purposes of energy
saving, emission reduction and environment protection. The Group constantly upgraded its technology, improved
production process, extended the life cycle of pharmaceutical products and lowered the cost in order to offer safe, efficient,
affordable products and services. Meanwhile, to care for patients and life, the Group has set up and continually improved a
long-term mechanism and contingency plan for monitoring adverse drug reaction.

In terms of social welfare, during the Reporting Period, the Group has launched several public welfare programs, such as
the “Future Star (DO O)", the “Fosun Foundation (D0 O OO 0O)” and the “Fosun Care For Children Rehabilitation
Program (0 OO OO OO O)". Through these programs, the Group undertakes its social responsibilities and benefits the
society by investing in education, supporting scientific researches, engaging in the community healthcare, alleviating
poverty by donations, and providing disaster assistances.

Moreover, during the Reporting Period, the Group continued to participated in the Chinese government projects of anti-
malaria in Africa.

As at the end of 2013, the Group has published its corporate social responsibility report for the sixth consecutive year,
which fully demonstrated its strategic development, practice and performance in respect of economy, environment,
employees and the society to its stakeholders. The 2013 corporate social responsibility report of the Company is available
on the website of the Company (http:/Awww.fosunpharma.com).

The Group’s outstanding performance in corporate social responsibilities has gained recognition from all aspects of the
society. During the Reporting Period, the Company was successfully selected as a sample stock in the dimension of social
responsibility by “CCTV Finance Index 50 (399550)"(0 O O O 0 500 0 (399550)0 0 0 0 OO OO0 MO) and as a sample
stock by “CCTV Finance Index 50 — leading responses (399555)" (DO OO0 50000000 (39955500 00). The
2012 corporate social responsibility report of the Company was awarded the “Golden Bee 2013 Corporate Social
Responsibility Report e Excellent Growth Companies” (00 0020130 0000000000 000000).
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A. Analysis on Principal Operations

(1)

2)

Table of Analysis of Changes in Relevant Iltems of Statement of Profit or Loss and Statement of Cash
Flows
Unit: million  Currency: RMB

Percentage

Items 2013 2012 Changes
(%)

Revenue 7,278 36.31
Cost of sales 4,127 34.33
Sales and distribution expenses 1,512 21.90
Administrative expenses 740 32.84
R&D expenses 306 43.14
Financial expense 371 -5.66
Net cash flow generated from operating activities 666 52.01
Net cash flow generated from investment activities -975 84.92
Net cash flow generated from fund-raising activities 2,065 -145.06
R&D expenditures 370 36.44

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

Revenue

During the Reporting Period, revenue of the Group increased by 36.31% to RMB9,921 million from 2012. The
change in revenue was mainly attributable to (1) the sales growth of major products in therapeutic areas such
as cardiovascular system, central nervous system, blood system, metabolism and alimentary tract and anti-
infection; and (2) changes in the scope of consolidated statements.

Sales revenue of the top 5 customers of the Group amounted to RMB1,168 million, representing 11.77% of
the total sales revenue in 2013.
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(3) Cost of Sales
a. Table of Analysis of Costs
Unit: million  Currency: RMB

Situation by Segments
Ratio of
change for
Percentage Percentage 2013 as
Amountin  ofthetotal  Amountin  ofthetotal  compared
Segments Cost 2013 costin 2013 2012 costin2012  with 2012 Explanations
(%) (%) (%)
Pharmaceutical manufacturing - Cost of products 3,169 57.17 2,19 5.2 4429 due to the growth in sales of major
and R&D products in pharmaceutical
manufacturing segment and
changes in the scope of
consolidated statements
Pharmaceutical distribution ~ Cost of goods 1.1 2293 1,206 29.22 5.38
and retall
Medical diagnosis and Cost of products 739 13.33 606 14,69 2195 mainly due to changes in the scope
medical devices and goods of consolidated statements and
the growth in sales of major
products in medical devices
segment
Healthcare services Cost of senvices 353 6.38 108 261 227.89  mainly due to changes in the scope
of consolidated statements
Others Other cost 11 0.19 l 0.26 128
Total 5,543 100.00 417 100.00

b.  Major Suppliers
Purchases from the top five suppliers amounted to RMB935 million, accounting for 16.87% of the total
purchases of the Group for 2013.

(4)  R&D Expenditures
a. Table of R&D Expenditures
Unit: million  Currency: RMB

R&D expenditures expensed for 2013 438
R&D expenditures capitalised for 2013 67
Total R&D expenditures 505
Percentage of total R&D expenditures on net assets (%) 2.87

Percentage of total R&D expenditures on revenue (%) 5.09
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b.  Description
During the Reporting Period, R&D expenses have increased by over 43% as compared with 2012, mainly
because the Group has increased its investments on R&D of generic biopharmaceutical drugs and
innovative drugs. During the Reporting Period, the R&D expenses were RMB438 million, of which the
R&D expenses in the pharmaceutical manufacturing and R&D segment were RMB359 miillion, accounting
for 5.50% of the revenue of the pharmaceutical manufacturing and R&D segment.

(5) Cash Flows
Unit: million  Currency: RMB

Items 2013 2012  Ratio of Change Reasons
(%)

666 52.01 optimized
operating cash
flows from core

Net cash flow generated from
operating activities

businesses
Net cash flow generated from -975 84.29 increase in external
investment activities investments
Net cash flow generated from 2,065 -145.06 repayment of
financing activities debts and

issuance of H
Shares in the
corresponding
period in 2012

(6) Others
a.  Details for Significant Changes in the Profit Components or Sources of Profit of the Group
Sinopharm completed placing of its H shares in April 2013. The equity interest held by the Group was
therefore diluted from 32.05% to 29.98%, resulting in a net gain after tax of RMB446 million on the
deemed disposal recognized from the dilution of equity interest. A net profit after tax of RMB414 million
on the deemed disposal of Tongjitang Medicine was recognized.

b.  Progressing of Development Strategy and Business Plan

During the Reporting Period, the Group adhered to the strategies of organic growth, external expansion
and integrated development, concentrated resources on its core businesses of pharmaceutical R&D,
insisted on product innovation and further improved the competitiveness of its products. The number of
formulations that gained sales volume as much as RMB100 million has increased to 15 in 2013 from 11
in 2012. Meanwhile, the Group continued to increase its investment in the healthcare services segment
and substantially completed the strategic deployment of its healthcare services segment to combine 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. In addition, during the Reporting Period, the Group
accelerated the pace of its international merger and acquisition and made aggressive progress on its
internationalization strategies and increase business scale through acquisition of oversea enterprises such
as Alma Lasers, Saladax Biomedical, Inc. and OXFORD IMMUNOTEC GLOBAL PLC.
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B. Industry and Regional Operation
(1) Business by Segments
Unit: million  Currency: RMB

Principal business by segments

Increase/ Increase/
decreasein  decrease in

revenueas  cost of sales Increase/decrease
Gross profit compared  as compared in gross profit margin
Segments Revenue  Cost of sales margin with 2012 with 2012 as compared with 2012
(%) (%) (%) (%)
Pharmaceutical manufacturing 6,524 3172 51.38 40.82 44.44 decreased by 1.22
and R&D (Note 1) percentage points
Pharmaceutical distribution and retail 1,502 1,271 15.38 5.55 5.39 increased by 0.13
percentage point
Medical diagnosis and medical devices 1,407 739 47.48 3413 21.95 increased by 5.25
(Note 2) percentage points
Healthcare services 475 354 25.47 198.74 22778 decreased by 6.61
(Note 3) percentage points

Notes:
1. The significant increase in revenue of the pharmaceutical manufacturing and R&D segment was mainly due to the increase in revenue

of major products and changes in the scope of consolidated statements.
2. The significant increase in revenue of the medical diagnosis and medical devices segment was mainly due to the increase in sales of
existing subsidiaries and the consolidation of Alma Lasers into the financial statements.

3. The significant increase in revenue of the healthcare services segment was mainly due to changes in the scope of the consolidated

statements.

(2)  Revenue by Geographical Segments
Unit: million  Currency: RMB

Increase/
decrease in
revenue as

compared

Region Revenue with 2012
(Note)

(%)

Mainland China 8,774 33.47
Overseas countries or regions 1,147 62.93

Note: The significant increase in revenue in mainland China and overseas countries or regions was mainly due to the increase in scale of core
businesses and the changes in the scope of consolidated statements.
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C. Assets and Liabilities
(1) Table of Assets and Liabilities
Unit: million  Currency: RMB

Percentage

change for

2013 as

Percentage Percentage  compared
of amounts of amounts with

Amountat asattheend  Amountat asattheend amountsas
theendof of2013on  theendof  of20120n atthe end of

ltems 2013 total assets 2012 total assets 2012 Explanations
(%) (%) (%)
Cash and bank balances 3,067 1043 4973 19.54 -38.31 mainly due to increase in external

investments, use of proceeds
from issuance of H shares on
project, R&D and repayment of
interest-bearing debts during
the Reporting Period

Trade and bills receivables 1,460 4.96 1,075 422 35.81 mainly due to changes in the
scope of consolidated
statements during the Reporting

Period
Inventories 1,614 5.49 1,273 5.00 26.76
Investments in associates 8,765 29.79 7,903 31.05 10.91
Property, plant and equipment 4,930 16.76 3,502 13.76 40.78 mainly due to the increase in

investments in renovation and
alteration of GMP, expansion of
plants and changes in the scope
of consolidated statements
Other intangible assets 1,860 6.32 1,239 487 50.12  mainly due to changes in the
scope of consolidated
statements during the Reporting

Period

Goodwill 2,976 10.12 1,662 6.53 79.09  mainly due to acquisition of
subsidiaries during the
Reporting Period

Bonds payables 4,073 13.85 4,063 15.96 0.25

Deferred tax liabilities 1,784 6.06 1,360 534 31.15 mainly due to the increase in the

valuation of the acquisition of
subsidiaries and the provision of
corresponding deferred tax
liabilities on gain on the
deemed disposal of Sinopharm
during the Reporting period
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Core Competence Analysis

The Group has formed a relatively complete product portfolio in the five major therapeutic areas (being areas of
cardiovascular system, metabolism and alimentary tract, central nervous system, blood system and anti-infection)
which are areas with the greatest potential to grow in China’s pharmaceutical market. Each of the major
pharmaceutical products of the Group has its own competitive advantages in their respective segments. In 2013,
there were 15 formulation products and series of the Group that each recorded revenue of over RMB100 million.

The Group has developed internationalized R&D structure and strong R&D capabilities. It has set up interactive and
integrated R&D systems in Shanghai, Chongqing and San Francisco. It has also established an efficient R&D platform
in areas of small molecular innovative drugs, monoclonal antibodies, generic drugs with high barriers-to-entry and
special administration technology. As of the end of the Reporting Period, there were 119 pipeline drugs and vaccines
projects, 7 projects under clinical trial applications, 8 projects under clinical trial, and 12 projects awaiting official
approval for sales. It is expected that these projects under development will provide a solid foundation to maintain
sustainable growth of the Group in the future. As of the end of the Reporting Period, there were 779 staff in the
R&D team. Meanwhile, the Group diversified its innovative research through strategic alliances, cooperative projects,
joint ventures and other means so as to further strengthen its R&D capabilities.

Whilst enhancing the competitiveness of its products, the Group also focused on developing its marketing
capabilities. With a marketing team consisting of over 2,200 employees and a sales network covering most of the
major domestic markets, the Group has been improving its capabilities in sales and marketing. Sinopharm, an
investee of the Group for over a decade, has developed into the largest pharmaceutical and healthcare distributor
and a leading supply chain service provider in China possessing and operating China’s largest drug distribution and
delivery network. The Group, leveraging its long-established strategic cooperation with Sinopharm, put the synergy
into full play.

The Group is one of the first enterprises in the PRC pharmaceutical industry to develop internationally, and its
production capacity has met the international standards, with several production lines recognized by relevant
international certifications and some of the formulations and APIs have also entered into the international markets in
a considerable scale.

The Group has taken the lead in entering into the healthcare service segment in China and has completed the
deployment of our healthcare services business 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.

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. A-share market and the H-share market have created favorable condition for the Group
to rapidly expand its scale of operation and enhance its competitiveness through merger and acquisition activities. In
order to maintain its rapid growth, the Group will follow the direction of China’s Twelfth 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.
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E. Major Subsidiaries and Investee Companies
(1) Operation and Results of Major Subsidiaries of the Group

Unit: million  Currency: RMB

Registered Total Net Operating Operating Net
Name Nature of business  Main products or services capital  assets  assets income profit profit
Yao Pharma Pharmaceutical Atomolan, You Di 197 1,472 767 1,597 195 184
manufacturing Er, Potassium Sodium
Dehydroandrographolide
Succinate, V Jialinetc.
Wanbang Pharma  Pharmaceutical Wan Su Lin, Wan Su Ping etc. 440 1,824 805 1,398 148 123
manufacturing
Shine Star Manufacturing of Amino acid series products 51 966 461 1,277 104 104
amino acid
Aohong Pharma Pharmaceutical Ao De Jin, Bang Ting 108 1,344 1,097 900 575 491
manufacturing

Note: Aohong Pharma’s data include fair value adjustment surplus and relevant amortization.

(2) Operation and Results of Investee Companies, whose Net Profit and Investment Income Contributing

More Than 10% of the Group’s Net Profit

Unit: million  Currency: RMB

Registered Total Net Operating Operating Net

Name Nature of business  Principal product or service capital  assets  assets income profit  profit

Sinopharm Industrial -~ Pharmaceutical Chemical APIs, chemical 100 105414 28933 166,558 4,310 3,580
Investment Co., Ltd.  investment agent, antibiotic, Chinese

patent drug, biochemicals,
wholesales of diagnostic
drugs, industrial investment,
trustee management and
capital reorganization for
pharmaceutical companies,
domestic trading, retail
chain, logistics and relevant
advisory services
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(3)  Acquisition and Disposal of Major 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)

Unit: million  Currency: RMB

Net assets
Method (at the end of Net profit Acquisition

Name of acquisition 2013) (2013) date
Alma Lasers Equity transfer 712 40 27 May 2013
Hunan Dongting Pharmaceutical Equity transfer 433 63 11 January 2013

Co., Ltd.
Zaozhuang Sainuokang Biochemical Equity transfer 46 11 11 March 2013

Co., Ltd.
Chancheng Hospital Equity transfer 776 18 12 November 2013

Note: The abovementioned information is presented in fair value and includes the revaluation surplus and amortization of the revaluation
surplus.

F. Employees

Total number of employees of the Group 16,791
Function
Category Headcounts
Production personnel 6,468
Sales personnel 3,927
Technology and R&D personnel 1,570
Finance and audit personnel 436
Administration personnel 1,552
Management (including HR) 635
Medical care personnel 2,203
Total 16,791
Education
Category Headcounts
Doctors 80
Masters 637
University graduates 3,794
Tertiary college graduates 4,368
Secondary school and below 7,912

Total 16,791
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2.

The Board'’s Discussion and Analysis on Future Development of the Group

A.

Competition and Development Trends of the Industry

In 2014, the pharmaceutical industry in China will be presented with numerous opportunities. In terms of market
demand, the increase in the proportion of the aging population in the PRC, the increased spending on healthcare
programs by the PRC government and the increase in the domestic per capita disposable income have been the three
major driving factors for the rapid development of the pharmaceutical industry, and these factors will continue to
exist and drive the industry to rapidly grow in the foreseeable future. In terms of industry structure, the domestic
economy has maintained stable growth and the PRC government has encouraged and guided the strategic emerging
industries to upgrade the industry and optimize the industry structure and supports the development of the
innovation-oriented pharmaceutical industry. The implementation of the National List of Essential Drugs has
established a relatively solid foundation for the domestic pharmaceutical enterprises. The implementation of China’s
Twelfth Five Year Plan for the pharmaceutical industry has driven greater competition in the industry as a whole. As a
result, pharmaceutical enterprises with advantages in scale, technology, brand and marketing will have valuable
opportunities for development. The PRC government has continually focused on the quality of medicines and the
operation of pharmaceutical enterprises, overhauled the sales channel of pharmaceutical products, accelerated
implementation of regulation and control over prices and classification of pharmaceutical products, and further
improved the centralized tender system for procurement of pharmaceutical products. Such measures have driven and
accelerated consolidation in the domestic pharmaceutical industry and the level of industrial concentration will rapidly
increase by way of acquisitions and reorganisations. The expiration of patents of pharmaceutical products in major
markets such as Europe and the United States has presented opportunities for the rapid development of Chinese
companies with capabilities to innovate and manage international expansion. While faced with favorable capital
market conditions and product market opportunities, the international expansion by the PRC pharmaceutical
enterprises is also consistent with the policy directions of the PRC government’s industry plans.

At the same time, the healthcare services segment in China will be further opened up and the participation in the
segment by social enterprises has been highly encouraged, such as by further opening up of market access (through
a permitted-if-not-forbidden market policy) and encouraging social enterprises to participate in public hospital
reform. In addition, pilot scheme of multiple practices in various provinces and cities has been introduced and
approvals on acquisition of medical equipment have been gradually loosen, and medical insurance has been
introduced into hospital system. The Group has entered the healthcare services segment since 2009 and has
completed its initial deployment.

Being a pharmaceutical enterprise with a considerable size and the first pharmaceutical group to develop
internationally, the Board believed that the Group will benefit from the current government policies for the
pharmaceutical market and industry. The Group will continue to strengthen its business operation and invest more
resources to support product innovation and market expansion, and will also continue to proactively carry out
mergers and acquisitions in therapeutic areas and rapidly extend the scale of its business to continuously enhance its
overall competitiveness. As for the healthcare service sector, the Group will seize the opportunity and speed up its
expansion.
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Development Strategy of the Group

In 2014, the Group will continue to be committed to improve public health as its mission, adhere to its company
philosophy of “Innovation for Good Health”, and endeavor to capture the opportunities presented by the
development of the pharmaceutical market in China as well as the rapid growth of generic drugs in mainstream
markets such as Europe and the United States. It will adhere to the development strategies of organic growth,
external expansion and integrated development, and further its efforts in acquiring quality companies in the
pharmaceutical industry. By continuing to optimize and integrate resources in the pharmaceutical industry chain,
strengthening development of product innovation and product marketing systems, positively implementing
internationalization and enhancing the core competence of the Group, the Group strives to further enhance its
operating results.

Operation Plan

There may be significant changes in the external environment in 2014. The development of the pharmaceutical
industry will be presented with both opportunities and challenges. The Group will endeavor to develop its product-
oriented strategy and further strengthen its marketing efforts for major products, and enhance its investments in R&D
activities. In addition, the Group will continue to increase investment in the healthcare services segment to expand
the operating scale in the segment and improve its ability of operation management. Meanwhile, the Group will
accelerate its mergers and acquisitions as well as integration of quality domestic and overseas pharmaceutical
companies, and promote the consolidation of Sinopharm in the pharmaceutical distribution segment.

The Group plans to achieve a rapid growth in revenue in 2014. Meanwhile, the Group will strive to control cost and
various expenses to enhance profit margin and profitability of its core products. The Group will continue to optimize
its operation and control as well as enhance the efficiency of the utilisation of its assets. Detailed operational goals
and proposed methods are as follows:

Pharmaceutical R&D and Manufacturing:

In 2014, 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 and rapid growth of its revenue and profit.

The Group will actively 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
tract, and anti-infection. In addition to solidifying the market position and product growth in the existing key
segments and products, the Group will further its efforts in promoting products such as You Di Er, Bang Ting, Ao De
Jin, Atomolan, EPO and You Li Tong (O 0O 0O) so as to maintain and further improve the leading position in their
respective market segments.
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The Group will continue to adopt the strategy to integrate imitation with innovation and to combine international
technology licenses with domestic industry-academia-research cooperation. The Group adopts “project plus
technology platform” as the model for its cooperation on research and development and will continue to increase its
R&D investments. Project approval process for new products will be strictly implemented in order to enhance the
efficiency of research and development. The Group will strengthen the development of the teams for the registration
of pharmaceuticals 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 insulin products and monoclonal antibody
products 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, in order to solidify the core competence of
its pharmaceutical manufacturing business.

Pharmaceutical Distribution and Retail

In 2014, 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
distribution segment. The Group will also actively support the leap-forward and integrated development of
Sinopharm'’s pharmacy in the pharmaceutical retail segment, through which the leading position of Sinopharm in the
pharmaceutical retail segment can be established. At the same time, faced with opportunities brought by the
explosive growth of the Internet e-commerce, the Group will achieve transformation and rapid growth by leveraging
its established pharmaceutical e-commerce platform and competitive edge in retail business. The Group will also
further improve and enhance retail brands such as For Me Pharmacy and Golden Elephant Pharmacy, strengthen the
consolidation within the industry in regions where the Group operates, and consolidate and increase market share in
the regional markets.

Healthcare Services

In 2014, 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 our investments in the
healthcare services segment, and strengthen the established 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 operation capacity, cultivate and recruit medical staff, and accelerate the
development of their healthcare services businesses. Meanwhile, the Group will continue to support and promote the
business expansion of “United Family Hospital”, a high-end brand for healthcare services under Chindex. The Group
will also actively support the development of “United Family Hospital”, support the development of its high-end
healthcare services characterized by multiple levels, diversification and extensibility.
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Medlcal Devices and Medical Diagnosis

In 2014, with the completion of the Production Base for In-vitro Diagnostic Products and the commencement of its
operation, the Group will continue to develop and introduce products in the diagnostic business, and continuously
launch new products and new product lines. We will continue to enhance the development of domestic and overseas
sales network and our professional sales team, strive to increase the market share of our diagnostic products, and
actively seek opportunities to invest in quality diagnostic companies both domestically and internationally.

In 2014, the Group will increase its investments in R&D, manufacturing and sales of medical devices. Meanwhile, the
Group will continue to leverage on its strengths in expanding international operation, and with the existing overseas
companies as a platform, vigorously explore corporations with overseas companies on the basis of proactive
integration, so as to achieve the growth in the scale of its medical devices business.

Financing

The Group will continue to actively explore the financing channels domestically and internationally, optimize its
financing structure and debt structure, lower financial costs and further develop its core competence, so as to
consolidate its leading position in the industry.

Financial Needs Required by the Group for Maintaining the Current Operation 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 RMB1.2 billion for production capacity expansion, plant relocation and the development of
cGMP and reconstruction and expansion of hospitals in 2014. Primary sources of funding include, among others, (i)
the Group’s own capital; (ii) cash flow from operating activities; (iii) surplus capital raised from completed private
placements of A Shares and capital raised from H Shares; and (iv) bank loans, medium-term notes and short-term
commercial paper.

Potential Risks

With increased competition among domestic pharmaceutical companies and the issue of several notices by the
National Development and Reform Commission of the PRC to lower prices of pharmaceutical products, the risks of
further lowering product prices in the domestic pharmaceutical market will remain in the future. As such, the Group
will continue to place a great emphasis on the research and development of new products, maintain the competitive
edge in the costs of its main products, actively strengthen the marketing efforts for its products and the sales in the
international market, and optimize its product structure. Going forward, the Group will actively develop, cultivate
and introduce new patented products, and maintain the healthy and sustainable development of its R&D of
pharmaceutical products and its pharmaceutical manufacturing business.

As a special commodity, medicine is directly related to life and health. The quality problems arising from raw
materials, production,transportation, storage, and usage of medicine, may have adverse impact on the productions,
operations and market reputation of the Group. The Group will increasingly improve the quality and safety system of
its medicines and establish a sound testing and reporting system for adverse drug reaction and ensure drug safety
and properly handle adverse drug reaction in a timely manner.
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With the implementation of the strategy of internationalization, and the increasing proportion settlement of the
Group's purchasing, sales, merger and acquisition in foreign currency, fluctuations in exchange rate of RMB to
foreign currencies also have impact on the operations of the Group.

With the official launch of the healthcare system reform, the industry consolidation and the transformation of
business models for pharmaceutical companies are inevitable. As such, the Group will closely monitor the latest
reform developments and integrate internal and external resources in an optimal manner. Meanwhile, the Group will
also continue to strengthen its investment in quality companies in the industry, and continuously improve its
operational and management capabilities, its product innovation abilities and its presence in the international market
to develop itself into a leading company in the pharmaceutical and healthcare industry in China.

In addition, the healthcare services segment also faces the risks of medical malpractice, including complaints and
disputes between doctors and patients arising from medical malpractice, medical misdiagnosis and incidents relating
to defects of treatment devices. In event of serious medical malpractice, pecuniary compensation may be incurred by
the Group, and operation results, brand and market reputation of the Group’s healthcare services segment could be
adversely affected. In this respect, the Group will further strengthen professional training for medical personnel and
constantly improve the professionalism of its healthcare services.

3. Other Events

(a)

(b)

Grant of Restricted A Shares under the Restricted A Share Incentive Scheme
The Restricted A Share Incentive Scheme was approved by the Shareholders at its extraordinary general meeting, the
A Shareholders’ class meeting and the H Shareholders’ class meeting on 20 December 2013.

On 7 January 2014, the Company granted a total of 4,035,000 Restricted A Shares at the grant price of RMB6.08
each to the 28 participants (the “Grantees”) pursuant to the Restricted A Share Incentive Scheme. As disclosed in
the announcement of the Company dated 21 January 2014, 27 out of 28 of the Grantees have accepted and
subscribed with their own funds under the Restricted A Share Incentive Scheme and a total of 3,935,000 Restricted A
Shares has been issued by the Company to the relevant Grantees.

Development and commercial transfer of intellectual property

During the Reporting Period, our subsidiary Chongging Fochon Pharmaceutical Research Co., Ltd. transferred relevant
intellectual property and other rights of Fotagliptin Benzoate and Pan-HER Inhibitors across the world (excluding
China) to SELLAS. According to the transfer agreement, as at the end of the Reporting Period, SELLAS should pay
transfer consideration of €1.50 million, and the consideration was paid in full. As at the date of this annual report,
the accumulated consideration payable by SELLAS amounted to €8 million, with the actual paid consideration
amounted to €1.50 million. The remaining consideration is pending to be paid by SELLAS.
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Proposed privatization of Chindex and proposed acquisition of 30% equity interest in CML

As disclosed in the Company’s announcement dated 17 February 2014, Chindex, an investee company of the Group,
proposed to be delisted from the NASDAQ through privatization by merger. The Group will participate in the
proposed privatization of Chindex by way of capital contributions in Healthy Harmony, using cash consideration of
not exceeding US$193.74 million and 3,157,163 class A common stock of Chindex held by Fosun Industrial as at 17
February 2014. Upon completion of the proposed privatization, the Company is expected to indirectly hold no more
than 48.65% equity interest in the delisted Chindex.

On 17 February 2014, the Company also entered into an agreement with Healthy Harmony pursuant to which,
among other things, the Company committed to cause Fosun Industrial and Ample Up Limited and/or one or more of
its subsidiaries to acquire 30% equity interest in CML from Chindex Medical Holdings (BVI) Limited, a wholly-owned
subsidiary of Chindex, at fair market value shall which not exceed US$45 million.

The above proposed transactions are subject to Shareholders’ approval.

Proposed acquisition of 28.146% equity interest in Aohong Pharma

As disclosed in the Company’s announcement dated 28 February 2014, Fosun Pharmaceutical Industrial, a wholly-
owned subsidiary of the Company, entered into the equity transfer agreement with Xinjiang Boze, Aohong Pharma
and Mr. Yu Hongru on 28 February 2014, pursuant to which Fosun Pharmaceutical Industrial shall acquire an
aggregate of 28.146% equity interest in Aohong Pharma from Xinjiang Boze at a consideration of no more than
RMB1,866.08 million. The transactions are subject to Shareholders’ approval.



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

Five-Year
Statistics

Unit: RMB million

Year 2009 2010 2011 2012 2013

Operating Results

Revenue 3,850 4,529 6,433 7,278
Profit for the year 2,567 1,000 1,385 1,839
Profit for the year attributable to owners of

the parent 2,501 864 1,166 1,564
EBITDA 3,537 1,518 2,249 2,789
Proposed final dividend (in RMB) 0.10 0.10 0.10 0.21

Earnings per share (in RMB)

Earnings per share — basic 1.35 0.46 0.61 0.80
Earnings per share — diluted 1.35 0.46 0.61 0.80
Equity
Total equity 6,895 9,355 11,314 15,248
Equity attributable to owners of the parent 6,420 8,366 9,715 13,502
Equity per share attributable to owners of
the parent 5.19 4.39 5.10 6.03
Debt
Total debt 2,869 4,590 6,094 5,655 5,624
Gearing ratio (%) 25.01% 27.36% 27.41% 22.22% 19.12%
Interest coverage (times) 26.71 9.35 7.16 7.53 10.50
Assets
Cash and bank balances 1,297 3,344 2,895 4,973
Property, plant and equipment 1,260 1,697 2,632 3,502
Prepaid land lease payments 183 299 459 544
Investments in joint ventures 8 2 2 17
Investments in associates 5,622 6,065 7,395 7,903
Available-for-sale investments 977 2,055 2,789 2,070
Equity investments at fair value through profit
or loss 12 219 231 225

Segment net profit

Pharmaceutical manufacturing and R&D 271 436 645 829
Pharmaceutical distribution and retail 2,328 434 1,046 662
Medical diagnosis and medical devices 25 31 55 65
Healthcare service N/A N/A 3 17
Other business operations 71 (60) (127) 18




The Directors are pleased to present their 2013 report and the audited consolidated financial statements of the Company for the
year ended 31 December 2013.

PRINCIPAL ACTIVITIES

The Company is principally engaged in the development, manufacture and sale of pharmaceutical products and medical
eqguipment, 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 principal subsidiaries are set out in note 20 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 2013 and the state of affairs of the Group at that date are set out in the
financial statements and the accompanying notes on pages 73 to 186.

The Board has proposed a final dividend of RMB0.27 per share, inclusive of tax, for the year ended 31 December 2013, 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.

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

According to the PRC Enterprise Income Tax Law and its implementing rules which became effective on 1 January 2008 and
relevant regulations, the Company is required to withhold and pay enterprise income tax at the rate of 10% for the 2013 annual
dividends when paid to a non-resident enterprise shareholder whose name appears on the register of members of H Shares of
the Company. Any Shares registered in the name of non-individual Shareholders, including HKSCC Nominees Limited, other
nominees, trustees or other organizations and groups will be treated as being held by non-resident enterprise Shareholders and
therefore, the dividends attributable to such Shareholders should be paid after deducting the enterprise income tax. The
Company will withhold and pay personal income tax at the unified rate of 10% for the non-resident individual Shareholders.
Therefore, dividends attributable to the non-resident individual Shareholders will be paid to such Shareholders after netting of
10% personal incom