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Founded in 2001, Sihuan Pharmaceutical Holdings Group Ltd. (“Sihuan
Pharmaceutical” or the “Company”, together with its subsidiaries, the
Group”) achieved sound development in the past years and has now
become a pharmaceutical corporation with leading capabilities in research
and development (“R&D”), sales and marketing and production. Sihuan
Pharmaceutical has been the largest cardio-cerebral vascular (“CCV”) drug
franchise in China’s prescription drug market since 2007. Its major products
such as Kelinao, Oudimei, Yuanzhijiu, Chuanging and Qu'Ao are widely used

in the treatment of various CCV diseases.

Sihuan Pharmaceutical marked its fifteenth year in 2015. The Group further
expanded its market share in the CCV prescription drug market and has grown
into the fourth largest pharmaceutical company in China’s hospital market in
terms of hospital purchase. The Group's current products and R&D pipeline
encompass the top five medical therapeutic areas in China: CCV system, control

nervous system, metabolism, oncology and anti-infectives.
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Chairman’s Statement

In the first half of 2015, market conditions remained challenging with
tightening in medical insurance budgets, declining tender prices and deepening
of healthcare reforms. Despite this gloomy backdrop, Sihuan Pharmaceutical
managed to thrive by fully utilizing its diversified product resources and making
timely adjustments to its sales and marketing strategies, which resulted in the
Group maintaining healthy and steady growth momentum, which testifies to
Sihuan Pharmaceutical’s ability to handle a volatile market environment thanks
to its long-term clear development roadmap and the strong fundamentals it has

cultivated over many years.

In spite of intensified market competition and instability, core products
such as Kelinao and Oudimei continued to record satisfactory sales growth,
while sales of our promising products such as Yuanzhijiu, Yeduojia, Danshen
Chuanxiongqin, Yimaining and Guhong saw significant improvement, and
our newly-launched products achieved rapid growth. The Group did so by
grasping every opportunity for market expansion. Through intensive and
frequent academic promotion, the Group strengthened the coverage of its
sales network and its penetration into the low-end market. In the first half of
2015, net profit surged 74.6 % year-on-year, a sign of further improvement
of our profitability. According to data of IMS Health Incorporated (“IMS”),
the Group’s market share of the CCV prescription drug market increased to
11.3%, further enhancing the Group’s leadership position. In terms of hospital
purchases, Sihuan Pharmaceutical maintained its position as the fourth-largest

pharmaceutical enterprise in China’s hospital market.

During the first half of the year, Sihuan Pharmaceutical’s core products won
a number of completed provincial tenders with satisfactory pricing. Some
promising products were added to various provinces’ Drug Reimbursement
Lists. In addition, its established products scored a number of provincial
Essential Drug List (“EDL") wins and were added to New Rural Cooperative
Medical Scheme Lists in some provinces, thereby deepening the penetration of

the Group’s established products into low-end markets.
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The Group made further advancements in R&D of innovative drugs during the
review period. Phase I clinical trial of innovative patented drug Pirotinib (YR&E
B J2) has completed the first two cohort groups in the United States. Phase I
clinical trial of Category 1.1 innovative drug Imigliptin Dihydrochloride (/&
WRAZFIT) has been completed, and the Group will apply for approval for Phase
II/III clinical trial. Clinical trial for the other three Category 1.1 innovative
drugs - Anaprazole Sodium (ZAHIMEH), Tylerdipine Hydrochloride (7% 443
) and Benapenem (A 55 - progressed as planned. Sirotinib (BRI,
another Category 1.1 innovative drug, successfully submitted an Investigational
New Drug (“IND”) application to the China Food and Drug Administration
(“CFDA") for clinical trial approval, while an application was successfully
filed to the CFDA for a production license for Category 1.3 innovative drug
L-Phencynonate Hydrochloride (7 /i€ i F& R B2 T-ig).

The Group achieved sound progress in the development of its generic drugs
with a total of 29 new applications, including 20 applications for clinical trials

filed for Category 3 new drugs.

As for strategic investment, to gain returns from long-term investment and
to benefit from the integration of operations, Sihuan Pharmaceutical acquired
a 70.7% stake in Beijing Boren Hospital (“Beijing Boren”), marking another
successful attempt in strategic investment in the hospital service business
after taking an equity interest Huaiyin Hospital of Huai'an City and Nanjing
Jiangbei People’s Hospital through Renfang Medical Holdings Ltd (“Renfang
Medical”), a joint venture between Sihuan Pharmaceutical, NHPEA IV Health
Holding B.V. (formerly known as MSPEA Health Holding B.V.) and Euromax
Holdings Limited.

After all of the Group’s production facilities for injections were upgraded and
passed the new Good Manufacturing Practice (“GMP”) certification, each
production line has been operating smoothly. All of the Group’s production
lines for oral solid preparation recorded smooth progress in the GMP upgrade

and have commenced construction.

Sihuan Pharmaceutical, as a company with comprehensive operational
advantages to cope with the ever-evolving market landscape, is poised to benefit
from the new round of consolidation of the pharmaceuticals industry. Looking
to the future, Sihuan Pharmaceutical will continue to tap the potential of
existing product resources, and will accelerate the development process of its
product pipeline to create new products that complement its existing ones. The
Group will also actively seek different channels for obtaining product resources
to guarantee a diversified and rich product portfolio. In addition, the Group
will continue to safeguard its continuous growth momentum by carrying out its
flexible sales and marketing strategy to expand its national network, exploring
new models of academic promotion and maintaining high efficiency of its sales

and marketing system.
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Chairman’s Statement

Last but not the least, I would like to thank all our staff for their diligent work
and unwavering support. In the second half of 2015, we will continue to spare
no efforts in order to achieve our operational target for the year and to grasp
the opportunities arising in the market in order to bring ample returns to our

shareholders.

Dr. Che Fengsheng
Chairman of the Board
31 August 2015
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BUSINESS REVIEW

During the six months ended 30 June 2015 (the “Period”), revenue of
the Group grew by 28.2% to RMB1,773.5 million from RMB1,383.5
million on a year-on-year basis. Profits attributable to owners of the
Company increased 76.3% or RMB628.2 million to RMB1,451.6 million

on a year-on-year basis.

According to data of IMS, the Group maintained its No. 1 position in the
CCV prescription drug market of China during the Period, with market
share reaching 11.3% in terms of hospital purchases. Meanwhile, the
Group is still the fourth largest pharmaceutical company in the Chinese
hospital market. This further reinforced the Group's leading position in

China’s CCV prescription drug market and hospital market.

(i)  Sales of Key Products
(@) CCV products

During the Period, sales of CCV products accounted for
94.5% of the Group's total revenue, representing an increase

of 32.5% year-on-year.

The Group's several key products, Kelinao/Anjieli, Oudimei
and Yuanzhijiu recorded optimal sales growth, most other
CCV products maintained sound sales growth, while
few products were unable to achieve sales growth due to

competition from similar products and lowering drug prices.
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Product name

SRR 4 B (5 2R PR A DR e 5 )
Kelinao/Anjieli (Cinepazide maleate injection)
B 5 (RS DLBK T 51

Oudimei (Cerebroside- kinin injection)

TR 20t s T T TS 26 K PR S5 )

Yuanzhijiu (Troxerutin and cerebroproptein

hydrolysate injection)

2 (7 =4 Ban TR

Yeduojia (Compound trivitamin B for injection (II))
FH N E R (P22 R B R ST

Danshen Chuanxiongqin injection (Salviae

miltiorrhizae and ligustrazine hydrochloride injection)
it IR 2 (i 5] g L 7 T )

Yimaining (Alprostadil lipid emulsion injection)
GM1 (BRI i I 70 4 B O 8 2 90 )

GMI1 (Monosialotetrade osylganglioside sodium

injection)
iR (AR Kk )

Qu'Ao (Cerebroprotein hydrolysate)
NN (5 R )15 %)

Chuanging (Ligustrazine hydrochloride for injection)

BEAA=ZTHIEAMA

For the six months ended 30 June

Sales of key CCV products:

IF] b
HERED
Change in sales

year-on-year

TR "R I
2014 2015
(F k)
(Restated)
ARBFIL AR#Fr
RMB 000 RMB000
289,848 366,872 26.6%
305,926 454,587 48.6%
132,105 218,387 65.3%
48,408 62,150 28.4%
91,507 110,299 20.5%
116,523 138,772 19.1%
89,152 102,749 15.3%
47,585 57,950 21.8%
40,025 44,570 11.4%
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Product name
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Qingtong (Edaravone injection)
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Guhong injection (Compound of aceglutamide and

safflower extract)

OF JIE N KL YRER TR

Salivae Miltiorrhizae Liguspyragine Hydrochloride

and Glucose Injection
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(b)

IF] b
BEANH=THIEAWA Change in sales

For the six months ended 30 June year-on-year

TR “Z—hA
2014 2015
(H )
(Restated)
AR BFor ARHFI
RMB 000 RMB 000
38,354 37,472 -2.3%
31,677 72,515 128.9%
335 1,727 415.5%

Non-cardio-cerebral vascular products (“Non-CCV

products”)

During the Period, the Group achieved outstanding
performance with the sales of newly-launched products
despite delayed provincial tendering and limited market
coverage. Sales of Clindamycin surged by 131.7% year-
on-year, and sales of Roxatidine increased by 79.1% year-
on-year. Sales of Ren’ao (Oxcarbazepine) still maintained
sound growth momentum by rising 24.2% year-on-year,
while sales of Zhuo'Ao (Ambroxol hydrochloride) and Bi'Ao
(Ambroxol hydrochloride) were unable to achieve growth
due to intense competition from similar products and

continued lowering prices.



T R o
L :

7E fih 4 1

Product name

IR (RARTF)

Ren’Ao (Oxcarbazepine)

DR (HRERE)

Bi’Ao (Ambroxol hydrochloride)

AR (HEREARE)

Zhuo'Ao (Ambroxol hydrochloride)

MR

Clindamycin

BIET

Roxatidine

[a] B8 (5 R B e~ B R S AL S T )

Huineng (Monoammonium Glycyrrhizinate and
Cysteine and Sodium Chloride Injection)
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Sales of key Non-CCV products:

BEAAZTHIEAMA

For the six months ended 30 June

e
2014
(E#t)

(Restated)
ANREFTT
RMB 000

8,921

28,415

10,415

9,974

2,338

S 2
2015

ARWTT
RMB'000

11,081

29,372

9,836

23,108

4,189

1,036

ffl kb
HEREY
Change in sales

year-on-year

24.2%

3.4%

-5.6%

131.7%

79.1%

NEBEZREEERAT
2015 I 4R &5



o B X oy A

Management Discussion and Analysis

9 R T e

W - AT T
BRI K » (A 950
BB+ S A RT3
B o (R T T 0
£ o

TER M SE B BRI > AR
B WmE R WL
8 R AE AL BRAR R - A
5 B T A DA ] 2 O AR o
1R FBHTE fh R R AR A T 8
e -

R A R AT SR T AT 8 LA I
B ARG E AT Gk TS )
B BUR bR R kM > ] HLo7E A
Al $f % 1) 5 28 L A 1 o )
> AR S A B R A5 S A 4 T
83,5565 % - A a2k
R G 1R > B MR h A
B 6 w320 BHE SRR &k
T HAth B0 0 3 3,513 UK o [R] IR
7% S5 [0 4 U B A R O 9% R 3
B R 1 €Ul SR AR C - 8L
K 2HER R E R
A s ST BIE SR A RO A
M T AR > HETRARE T
TR -

HEET SN > REEHETT
B 2R 490 9 B A OB R 1 e Al
T P HL I A AT T S T T Y
ERH OV AL - i DY R Ak 2
B > A I T B A o i v
W& & BN YRR 4% 2
e 5 M A A B R A 30,000
N> HMERBsSHEANRBET
PUERHEMAT B - BB AET
B ISR T A SE AR A0 SR SE AL
MEEEMTE S B A AN IGE
Tl 48 o I R 7 e AR o

Sihuan Pharmaceutical Holdings Group Ltd.
Interim Report 2015

(i)

Sales and Marketing

During the Period, despite a challenging market environment and
tremendous pressure in drug tendering prices, the Group’s sales
and marketing team sustained continuous sales growth by exerting

every effort to seize all opportunities in market expansion.

In several completed provincial drug tenders, including Hubei
Province, Hunan Province, Chongqing Municipality, Zhejiang
Province, Sichuan Province and non-EDL tender in Guangdong
Province, the Group's main products all won tenders with
acceptable prices. Certain newly-launched products also won

tenders and obtained opportunities for market expansion.

Academic promotions remained the key focus of marketing efforts.
The Group not only maintained a high level in the quantity of
academic conferences and activities, but also proactively conducted
academic promotions with innovative ways. During the Period, the
Group organized a total of 3,556 academic promotion activities,
including 11 national academic symposiums, 32 provincial/
municipal medium-sized academic conferences and 3,513
departmental seminars at hospitals. The Group also conducted 3
clinical research studies, and many previous research studies have
already been completed. All the experts and doctors involved in the
studies fully recognize the efficacy and safety of the products with

expected results.

Meanwhile, with the aim to adapt to recent market changes, the
Group is also actively adjusting its sales and marketing system and
has achieved preliminary effect in online marketing promotions.
During the Period, through Sihuan Pharm Online School, the
Group built an online platform to facilitate communication with
physicians, a platform which has more than 30,000 registered
members who are doctors with accumulated visits exceeding 5.5
million. The online platform has fully showcased the Group’s
professional academic image in the neurology field, which opened

up a new path for future market academic promotions.
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The Group achieved encouraging progress in new drugs R&D since
2015. Phase I clinical trials of innovative patented drug Pirotinib
(MREE5JE) have completed the first two cohort groups in the
United States, and are in the third cohort group in dose escalation.
Patients currently taking the new drug have demonstrated good
pharmacokinetic profiles and preliminary efficacy responses,
without serious adverse effects. Phase I clinical trials of Category
1.1 innovative drug Imigliptin Dihydrochloride (%[ {45 51
7T) have completed and it will apply for Phase II and Phase III
clinical trials in the near future. In addition, Phase I clinical trials
of Anaprazole Sodium (%A SN), Tylerdipine Hydrochloride
(FR4EHT) and Benapenem (E%Wi%fﬂ), three other Category 1.1
innovative drugs, are half way through and also proceed smoothly.
L-Phencynonate Hydrochloride (7 /i€ 8 B8 %X B% T-/H), a Category
1.3 innovative drug, has successfully filed an application for
production to the CFDA.

At the end of June 2015, the Group has successfully submitted
an IND application for clinical trial approval of Sirotinib (%
ZRZJ2), a Category 1.1 new drug, to the CFDA, and obtained
the acceptance numbers: CXHL1501498 and CXHL1501499.
Sirotinib, a new generation irreversible Pan-Her inhibitor, is the
second self-developed anti-cancer drug developed by Shandong
Xuanzhu Pharma Co., Ltd., for the treatment of diferent types of
cancer in advanced stages, including esophageal, gastric and lung
carcinoma. In addition, the Group has filed new applications for
29 generic drugs, among which, 20 are Category 3 new drugs and

have filed applications for clinical trials.
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(iv) Investment and Acquisitions

(v)

The Group has also been actively involved in mergers and

acquisitions (“M&A”) and project investments.

At the end of June 2015, the Group entered into a share transfer
agreement with Beijing Qi Neng Ming Da Energy Conservation
and Environmental Protection Co., Ltd., Huang Wanshui and
Huang Guoming with regard to Beijing Boren. The agreement
has been signed and entered the implementation stage. Upon
completion of the share transfer, the Group will be interested as to
70.7% of the shares of Beijing Boren.

In addition, there are a couple of projects currently under
negotiation, two to three of which have entered substantive
negotiation stages, and are expected to enter into cooperation

agreements in the near future.

Production Management and Quality Control

Due to continuous rising raw material and labor costs in recent
years, as well as the beginning of amortization for the GMP
reconstruction and upgrade, the Group is facing some pressure
on controlling production costs. However, the production yield
of the Group’s main products have been significantly improved
by enhanced production technology and improved production
management efficiency. Moreover, coupled with the gradually
expanding production scale, the cost of main operating products is

under good control.

During the Period, internal product qualification rate in each of
the Group’s production base maintained at 100%. No unqualified
products have been found during sampling inspections by external
sampling inspectors (local drug inspection departments), and all

facilities have not encountered any quality-related incidents.

In February 2015, Beijing Sihuan Pharmaceutical Co., Ltd. was
once again granted the certificate of National High and New
Technology Enterprise. The new GMP reconstruction of oral solid
preparation production line in each production base of the Group

has commenced construction as scheduled.
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Management Discussion and Analysis

(II) FUTURE PROSPECTS

@)

Industry Outlook

Fueled by China’s ageing population, rapid urbanization and
universal medical insurance coverage, rigid demand in the domestic
pharmaceutical market will continue to grow. Therefore, there is no
doubt that the pharmaceutical industry will maintain a sustainable
growth momentum. On the other hand, the pharmaceutical
industry is facing enormous challenges and growth has been
slowing down significantly with the government’s curbing on
excessive growth of medical insurance expenditure, tightening in
medical insurance budgets, lowering of provincial tender prices
and in-depth structural reforms in hospitals. Moreover, a rising
industrial entry threshold and high technical standards will speed
up the polarization and consolidation of the pharmaceutical
industry. It should be emphasized that pharmaceutical companies
equipped with integrated capabilities will benefit from furthered
market consolidation and integration and continue to flourish in

the long run.

Backed by its outstanding capabilities in sales and marketing,
R&D and internal and external resource integration, Sihuan
Pharmaceutical, a leading Chinese pharmaceutical corporation with
a solid business foundation and economies of scale, is poised to have
new opportunities for development in the new round of industrial

consolidation and integration.
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(i)

Growth Strategies

(a)

(b)

Fully tapping the potential of existing product

resources

The current comprehensive and diversified product portfolio
will sustain the growth of Sihuan Pharmaceutical in the next
few years. The Group’s promising products such as Oudimet,
Yuanzhijiu, Yeduojia, Danshen Chuanxiongqin and
Yimaining still have considerable market potential, newly-
launched products such as Huineng (/7] HE), Roxatidine (%
WET), Breviscapine Sodium Chloride Injection BEL
E547), together with products such as Clindamycin (Jek
fll %) and Metronidzole (FF ™) that have been included
in the national EDL, are products with enormous market
potential. These products will sustain the growth of the

Group in at least the following three years.

Accelerating the development process of product
pipeline

By the end of June 2015, the Group has more than 30
products that filed production license applications, which
are expected to be gradually approved and launched on the
market in the next three years. In addition, with over 70
new drugs under development, the Group will prioritize
the projects based on their value, risks and development
progress and bring together resources to vigorously
promote key projects in order to commercialize blockbuster
products as soon as possible. It is expected that first-to-
market blockbuster generic drugs and innovative drugs will
gradually be granted approval and launched to the market in

the coming two to three years.
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Management Discussion and Analysis

(c) Actively diversifying the pathways for obtaining

product resources

In addition to in-house R&D, M&A is another important
channel for acquisition of new product resources by Sihuan
Pharmaceutical. Moreover, collaboration with well-
known domestic and international research institutions
and pharmaceutical companies will be a critical pathway
for obtaining high-standard products. The Group has
established multiple channels to obtain product resources. In
the new round of industrial consolidation and integration,
M&A will become the main focus of the Group in the next

two years.

(d) Maintaining strong sales and marketing capabilities

with continuous improvement and innovation

The Group maintains its strong sales and marketing
capabilities by making timely adjustments to its marketing
strategies and actively exploring new sales and marketing
models. With Internet technologies and fully utilizing the
professional online platform of Sihuan Pharm Online School,
the Group further expands its expertise coverage. Online
publicity and promotion will be combined with offline
market expansion to provide more professional services to
both physicians and patients. Meanwhile, the Group will
strengthen the management and control of market channels,
as well as professional education of the sales and marketing
team, so as to maintain highly efficient operation of the sales

and marketing system.

(iii) Outlook

The management firmly projects a continuously steady growth
trajectory in the second half of 2015 and is confident that the
Group will achieve full-year operating targets. Looking ahead,
backed by its strengths in product resources, R&D and outstanding
market expansion capabilities, Sihuan Pharmaceutical is capable
of withstanding challenges. While solidifying existing operational
foundation, the Group will actively seek new opportunities for
development in the new wave of consolidation and integration,
remain committed to being innovative and explore new business
models and strategies, so as to enable the Group to further progress

and develop in fierce market competition.
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FINANCIAL REVIEW

Turnover

For the Period, the Group continued to strengthen its CCV drugs business
while promoting sales of its products of other therapeutic areas. Under the
stable growth trend of the sales operations of the Group, total revenue increased
by 28.2% or approximately RMB390.1 million from RMB1,383.5 million for
the six months ended 30 June 2014 to RMB1,773.5 million for the Period.

For the Period, a stable growth trend was shown in the sales of CCV drugs by
the Group, and sales of CCV drugs for the Period amounted to approximately
RMB1,675.4 million, representing an increase of approximately RMB411.1
million when compared with the six months ended 30 June 2014, which

accounted for approximately 94.5% of the Group’s total revenue.

Revenue from anti-infective drugs increased by approximately 60.7% from
RMB15.0 million for the six months ended 30 June 2014 to RMB24.1 million
for the Period, accounting for approximately 1.4% of the Group’s total revenue.
Revenue of other drugs decreased by approximately 39.5% to RMB59.9

million, accounting for approximately 3.4% of the Group's total revenue.

Revenue from Active Pharmaceutical Ingredients increased by 173.4% to RMB

14.2 million, accounting for approximately 0.8% of the Group’s total revenue.

Cost of sales

The Group's cost of sales for the Period amounted to approximately RMB494.7

million, accounting for approximately 27.9% of the total revenue.

Gross profit

Gross profit of RMB1,278.9 million was recorded for the Period, representing
an increase of RMB318.3 million when compared with RMB960.6 million for
the six months ended 30 June 2014. Overall gross profit margin increased from
69.4% for the six months ended 30 June 2014 to 72.1% for the Period, which

was mainly due to the faster growth of products with higher profits.
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Management Discussion and Analysis

Other net gains

Other net gains increased from RMB244.1 million for the six months ended
30 June 2014 to RMB615.3 million for the Period. This was mainly due to
investment income arising from the disposal of equity interest in Jilin Sichang
Pharmaceutical Co., Ltd. (“Jilin Sichang”) to Shandong Buchang Pharmaceutical
Co. Led. (“Shandong Buchang”) by the Group for the Period.

Distribution costs

Distribution costs for the Period decreased by RMB15.4 million to RMB61.9

million over the same period of last year.

Administrative expenses

Administrative expenses increased by 38.4% from RMB183.0 million for the six
months ended 30 June 2014 to RMB253.2 million for the Period. The increase
was primarily due to an expansion in the Group's operations and development,
resulting in an increase in the relevant administrative expenses and investment
in R&D.

Net finance income

Net finance income increased from RMB50.9 million for the six months ended
30 June 2014 to RMB71.6 million for the Period. The increase was mainly due

to the increase in interest income received by the Group.

Profit before income tax

Based on the above factors, the Group’s profit before income tax increased by
66.2% from RMB1,012.4 million for the six months ended 30 June 2014 to
RMB1,682.3 million for the Period.

Income tax expenses

The Group’s income tax expenses increased by 28.9% from RMB186.7 million
for the six months ended 30 June 2014 to RMB240.5 million for the Period.

Profit for the Period

Based on the above factors, the Group’s net profit increased by 74.6% from
RMBS825.8 million for the six months ended 30 June 2014 to RMB1,441.7

million for the Period.
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Profit attributable to owners of the Company

Profit or net profit attributable to owners of the Company increased by
76.3% from RMB823.4 million for the six months ended 30 June 2014 to
RMB1,451.6 million for the Period.

Profit attributable to non-controlling interests

Profits attributable to non-controlling interests decreased by RMB12.2 million
from a profit of RMB2.4 million for the six months ended 30 June 2014 to a
loss of RMB9.8 million for the Period.

Liquidity and financial resources

As at 30 June 2015, the Group’s cash and cash equivalents amounted to
RMB2,292.0 million (as at 31 December 2014: RMB1,317.9 million), there
were no term deposits with maturities of over three months (at as 31 December
2014: nil) and available-for-sale financial assets amounted to RMB1,992.5
million (as at 31 December 2014: RMB1,617.6 million).

The Group generally deposits its excess cash in interest-bearing bank accounts
and current accounts. The Group may use extra cash for short-term investments
in order to obtain better returns. Therefore, members of the Group entered
into agreements with certain PRC state-owned banking institutions and
reputable international financial institutions outside of the PRC to invest its
extra cash. According to such agreements, during the Period, the total amount
of investment of members of the Group amounted to RMB1,968.0 million.
The investments made by the Group according to these agreements were
categorized as short-term investments, which mainly consisted of financial
planning products purchased from certain state-owned banks and reputable
international financial institutions outside of the PRC. For the said financial
planning products, the issuing banks of such financial planning products may
invest the Group’s funds at their discretion into financial instruments such as
treasury bonds, discounted bank acceptances, commercial acceptance bills and
bank deposits. The investment principal of RMB1,968.0 million plus interest
of approximately RMB24.5 million in aggregate amounted to approximately
RMB1,992.5 million, which was recognized as available-for-sale financial assets
in the consolidated balance sheet of the Group as at 30 June 2015. As at 31
August 2015, the date of the results announcement, total amount of sold/repaid

investment principal amounted to RMB1,455.0 million.
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Management Discussion and Analysis

Save as disclosed below, the Group did not have other liabilities and bank loans,
as a result of which, its gearing ratio (net debt to equity attributable to owners

of the Group plus net debt) is less than 1%.

The Group has sufficient cash as at 30 June 2015. The Directors are of the

opinion that the Group does not have any significant capital risk.
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Trade and other receivables

The Group’s trade receivables consist of credit sales of its products to be paid
by its distributors and bank acceptance bills due within half a year. Other
receivables of the Group consist of prepaid VAT, prepayments to suppliers,
deposits and other receivables. The Group’s trade and other receivables were
RMB1,218.7 million as at 30 June 2015, representing a decrease of RMB22.0
million when compared with trade and other receivables of RMB1,240.7 million
as at 31 December 2014, mainly due to the equity transfer amount due from

Shandong Buchang was reversed during the Period.

Inventory

Inventory as at 30 June 2015 amounted to RMB222.5 million (as at 31
December 2014: RMB177.2 million). Inventory turnover days were 73 days
for the Period (for the six months ended 30 June 2014: 49 days). We had no

inventory impairments during the Period.
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Property, plant and equipment

The Group's property, plant and equipment consist of buildings, production
and electronic equipment, motor vehicles and construction in progress. As at
30 June 2015, the net book value of property, plant and equipment amounted
to RMB1,895.5 million, representing an increase of RMB191.4 million, or
approximately 11.2%, when compared with the net book value of property,
plant and equipment as at 31 December 2014. The increase was mainly
attributable to the expansion or construction of existing and new production

facilities, and the purchase of equipment.

Intangible assets

The Group’'s intangible assets mainly consist of goodwill, customer
relationships, patents, deferred development costs and product development in
progress. The Group's goodwill arose from the acquisitions of our subsidiaries.
The deferred development costs and product development in progress mainly
represented the acquisitions of certain pharmaceutical R&D projects from
external research institutions and its self-developed R&D projects. As at 30
June 2015, net intangible assets amounted to RMB2,822.6 million (as at 31
December 2014: RMB2,815.7 million).

Trade and other payables

The Group’s trade and other payables primarily consist of trade payables,
advances from customers, other payables, accrued expenses and amounts
due to Directors. As at 30 June 2015, trade and other payables amounted
to RMB1,016.1 million, representing a decrease of RMB89.3 million when
compared with the trade and other payables as at 31 December 2014, mainly
due to equity transfer income for Jilin Sichang which was previously included
in deferred revenue was recognized during the Period and decrease in products

compensation assumed by the Group and third parties.

Contingent liabilities and guarantees

As at 30 June 2015, the Group had no material contingent liabilities or

guarantees (31 December 2014: nil).
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Management Discussion and Analysis

Off-balance sheet commitments and arrangements

As at 30 June 2015, apart from the contingent liabilities disclosed, the Group
has not entered into any off-balance sheet arrangements or commitments to
provide guarantees for any payment liabilities of any third parties. The Group
did not have any variable interests in any unconsolidated entities that provide
financing or liquidity, create market risk or offer credit support to us or engage

in the provision of leasing, hedging or R&D services to the Group.

Capital commitment

As at 30 June 2015, the Group had a total capital commitment of RMB589.9
million, mainly set aside to acquire property, plant and equipment and

intangible assets.

Credit risk

Credit risk refers to the risk of a counterparty defaulting on its contractual
obligations resulting in a financial loss for us. We have no significant
concentrations of credit risk. Credit risk arises mainly from cash and cash
equivalents, trade and other receivables and available-for-sale financial assets.
The carrying amounts of cash equivalents, short-term bank deposits, trade and
other receivables and available-for-sale financial assets represent our maximum

exposure to credit risk in relation to our financial assets.

With respect to cash and cash equivalents, we manage the credit risk of cash in
the PRC by placing it as bank deposits in large PRC state-owned banks without
significant credit risks. We manage the credit risk of cash outside the PRC by

placing it as bank deposits in financial institutions that have high credit quality.

With respect to trade and other receivables, we have policies in place to ensure
certain cash advances are paid by customers upon the agreement of the related
sales orders. We assess the credit quality of the counterparties by taking into
account their financial positions, credit histories and other factors. We also
undertake certain monitoring procedures to ensure that proper follow-up action
is taken to recover overdue debts. We regularly perform ageing analysis, assess
credit risks and estimate the recoverability of groups of trade receivables bearing

similar credit risks based on historical data and cash collection history.

With respect to available-for-sale financial assets, the Group invests in short-
term investment products with maturities of six months and non-determinable
return rate placed in certain PRC state-owned banking institutions and

reputable international financial institutions outside of the PRC.

No other financial assets bear a significant exposure to credit risk.

NEBEZREEERAT
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Foreign exchange risk

RMB is the functional currency of the Group and its major subsidiaries. All of
the revenues of the Group are derived from operations in the PRC. Financial
instruments of the Group are denominated in RMB. The Group is not subject
to material currency risk as the Group has no major cash and cash equivalents
denominated in foreign currency. Nevertheless, dividend payment of foreign
currency converted from RMB is subject to foreign exchange rules and
regulations promulgated by the PRC government. As at 30 June 2015, the

Group had no outstanding borrowings denominated in a foreign currency.

For the Period, the Group did not purchase any foreign exchange, interest rate

derivative products or relevant hedging tools.

Treasury Policies

The Group finances its ordinary operations with internally generated resources.

Capital expenditure

Our capital expenditure primarily consists of purchase of property, plant and
equipment, land use rights and intangible assets. For the Period, our capital
expenditure amounted to RMB272.3 million, of which RMB196.0 million
was spent on property, plant and equipment. Purchasing and self-developed
intangible assets increased by RMB55.9 million, and expenditure on land use
rights was RMB20.4 million.

Material acquisition and disposal

In June 2015, the Group entered into a share transfer agreement with Beijing
Qi Neng Ming Da Energy Conservation and Environmental Protection Co.,
Ltd., Huang Wanshui and Huang Guoming for the acquisition of 70.7%
equity interest in Beijing Boren for a consideration of RMB90.7 million. On 5
January 2015, the Group and Shandong Buchang entered into a supplemental
agreement relating to the second phase of disposal of equity interest in Jilin
Sichang (31.0%), the disposal was completed in January 2015 after finalisation

of required legal procedures.

Pledge or charge of assets

As at 30 June 2015, none of our assets were pledged or charged.
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Management Discussion and Analysis

Human Resources and Remuneration of Employees

Human resources are indispensable assets to the success of the Group in a
competitive environment. The Group provides competitive remuneration
package to all employees. The Group reviews its own human resources and
remuneration policy regularly, to encourage employees to work towards
enhancing the value of the Company and promoting the long-term growth of

the Company.

As at 30 June 2015, the Group had 2,716 employees. For the Period, total
salaries and related costs of the Group were approximately RMB112.1 million
(for the six months ended 30 June 2014: RMB127.3 million).
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DIRECTORS’ AND CHIEF EXECUTIVE’'S INTERESTS
AND SHORT POSITIONS IN SHARES, UNDERLYING
SHARES AND DEBENTURES

As at 30 June 2015, the Directors and chief executive of the Company had the
following interests and short positions in the shares of the Company (“Shares”),
underlying Shares and debentures of the Company or any associated corporations
(within the meaning of Part XV of the Securities and Futures Ordinance
(“SFO")) as recorded in the register required to be kept by the Company under
section 352 of the SFO or as otherwise notified to the Company and The Stock
Exchange of Hong Kong Limited (the “Stock Exchange”) pursuant to the Model

Code for Securities Transactions by Directors of Listed Issuers (“Model Code”):

(i) Directors’ interests in Shares

JREHERER 7 43 1L

et 488 Approximate

EREH MR By Total Number percentage of
Name of Director Nature of Interest/Capacity of Shares Shareholding
HGTHEAE Z P ARG (M) 5,934,733,040 (1 5) 57.26% (4 A)
Dr. Che Fengsheng 5,252,042,038 B (17 A) (P 5E 4) 57.26% (L)
Interest in a controlled corporation (Note 1) 5,934,733,040 (L) 0.36% (IRA)

5,252,042,038 Shares (L) (Note 4) 0.36% (S)

HREMER T A (M5 2)
40,035,002 B (I8

36,935,002 (KA
36,935,002 (S)

36,935,002 R (IRA)
Settlor of a trust (Note 2)
40,035,002 Shares (L)
36,935,002 Shares (S)

Tic {6 R 2

800,000 i (4 5)
Interest of spouse
800,000 Shares (L)

HARE SR (B EE3)
924,436,000 & (4 A7)
Other interest (Note 3)
924,436,000 Shares (L)

Sihuan Pharmaceutical Holdings Group Ltd.
Interim Report 2015
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Name of Director

FRHEIEE
Dr. Guo Weicheng

E -
Mr. Meng Xianhui

SR HE B A
Dr. Zhang Jionglong

At R}

Other Information

MR Sy Total Number
Nature of Interest/Capacity of Shares
A A 5,934,733,040 (}FA)
11,350,000 & (47 ) (3T 6)
Beneficial owner 5,934,733,040 (L)
11,350,000 Shares (L) (Note 6)
ARt MER T A

318,386,000 & (47 47)

Settlor of a trust

318,386,000 Shares (L)

HAMRER (MH5ES)

5,840,797,040 B (4 A)

Other interest (Note 5)

5,840,797,040 Shares (L)

Xk RS (ML 7) 5,934,733,040 (}5)
Interest in a controlled corporation (Note 7) (5T 9)
113,180,000 A% (474 5,934,733,040 (L)
113,180,000 Shares (L) (Note 9)
HAbHER (MH3E9)

5,934,733,040 I (1 7T)

Other interest (Note 8)

5,934,733,040 Shares (L)

A BIRE AR (HRE 10) 5,934,733,040 (] 5)
Interest in a controlled corporation (Note 10) (Mt 12)
198,940,000 & (478 ) 5,934,733,040 (L)
198,940,000 Shares (L) (Note 12)

HARE S (BitaE11)
5,934,233,040 I (1 7T)
Other interest (Note 11)
5,934,233,040 Shares (L)

JBERERE A T 3 b
Approximate
percentage of
Shareholding

57.26% (H-A)
57.26% (L)

57.26% (I8
57.26% (L)

57.26% ()
57.26% (L)
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HEE A o R A TR FE B R
A RE 7R BB 5 A HE4319282,580,000
J& ~ 329,736,000 ~ 113,180,000/ &
198,940,000 /B [ 3 h B A7 i <

1#5,934,733,040 & B (4F ) > B

T A 3 8 7 7 1k (R 4 I L At BE 43 Y

PR > A BB 2 7 282,580,000 R R 4
(FAy) s s -

MR8 5 B B I5 317 Res18hik -
AR A R A A Bl S TR - 3
HEME A R TR R A A
R4 sl WL 2 WA RE 4 195,292,877,040
i~ 235,800,000/ ~ 113,180,000
198,940,000 % B B #E A HE 4 o

J#85,934,733,040 B 0 (BFA) +b o EB4E
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Notes:

(1

®)

©)

7

Dr. Che Fengsheng is the beneficial owner of approximately 60% of the issued share
capital of Plenty Gold Enterprises Limited (“Plenty Gold”) as well as the entire
issued share capital of Network Victory Limited. As such, Dr. Che Fengsheng is
deemed to be interested in the 4,754,594,038 Shares and 497,448,000 Shares held
by Plenty Gold and Network Victory Limited in the Company, respectively.

Since Dr. Che Fengsheng is one of the settlors of the trust for which Sihuan
Management (PTC) Limited (“Trustee Co”) is a trustee, Dr. Che Fengsheng is
deemed to be interested in the long position in 40,035,002 Shares and the short
position in 36,935,002 Shares held by Trustee Co.

Under sections 317 and 318 of the SFO, Dr. Che Fengsheng is deemed to be
interested in the 282,580,000 Shares, 329,736,000 Shares, 113,180,000 Shares
and 198,940,000 Shares which Dr. Che Fengsheng, Dr. Guo Weicheng, Mr. Meng
Xianhui and Dr. Zhang Jionglong are interested in or are deemed to be interested

in, respectively.

Among the long position in 5,934,733,040 Shares, Dr. Che Fengsheng is interested
in or deemed to be interested in the long position in 282,580,000 Shares through

both the nature of interest in a controlled corporation and other interest.

Under sections 317 and 318 of the SFO, Dr. Guo Weicheng is deemed to be
interested in the 5,292,877,040 Shares, 235,800,000 Shares, 113,180,000 Shares
and 198,940,000 Shares which Dr. Che Fengsheng, Dr. Guo Weicheng, Mr. Meng
Xianhui and Dr. Zhang Jionglong are interested in or are deemed to be interested

in, respectively.

Among the long position in 5,934,733,040 Shares, Dr. Guo Weicheng is interested
in or deemed to be interested in the long position in 235,800,000 Shares through

both the nature of settlor of the trust and other interest.

Mr. Meng Xianhui is the beneficial owner of the entire issued share capital of Smart
Top Overseas Limited and is deemed to be interested in the 113,180,000 Shares
held by Smart Top Overseas Limited.
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Under sections 317 and 318 of the SFO, Mr. Meng Xianhui is deemed to be
interested in the 5,292,877,040 Shares, 329,736,000 Shares, 113,180,000 Shares
and 198,940,000 Shares which Dr. Che Fengsheng, Dr. Guo Weicheng, Mr. Meng
Xianhui and Dr. Zhang Jionglong are interested in or are deemed to be interested

in, respectively.

Among the long position in 5,934,733,040 Shares, Mr. Meng Xianhui is interested
in or deemed to be interested in the long position in 113,180,000 Shares through

both the nature of interest in a controlled corporation and other interest.

Dr. Zhang Jionglong is the beneficial owner of the entire issued share capital of
Keen Mate Limited and is deemed to be interested in the 198,940,000 Shares held
by Keen Mate Limited.

Under sections 317 and 318 of the SFO, Dr. Zhang Jionglong is deemed to be
interested in the 5,292,877,040 Shares, 329,736,000 Shares, 113,180,000 Shares
and 198,940,000 Shares which Dr. Che Fengsheng, Dr. Guo Weicheng, Mr. Meng
Xianhui and Dr. Zhang Jionglong are interested in or are deemed to be interested

in, respectively.

Among the long position in 5,934,733,040 Shares, Dr. Zhang Jionglong is
interested in or deemed to be interested in the long position in 198,940,000 Shares

through both the nature of interest in a controlled corporation and other interest.

The letter “L” denotes the Director’s long position in such Shares and the letter “S”

denotes the Director’s short position in such Shares.
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Name of

Associated Corporation
Plenty Gold

Plenty Gold

Plenty Gold

Plenty Gold

(i) Directors’ interest in the shares of associated corporations

JRERERER) T 2 b

MR Sy e by ¥ H Approximate

EREA Nature of Number of percentage of

Name of Director Interest/Capacity Shares Shareholding

HISTHR & i e AR 4,511,813 60.16%
Dr. Che Fengsheng Beneficial interest

AR B i HE A 1,989,915 26.53%
Dr. Guo Weicheng Beneficial interest

BRI o h 595,110 7.93%
Mr. Meng Xianhui Beneficial interest

SR HE A 40 hE 4 403,162 5.38%

Dr. Zhang Jionglong
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Bk 15 XV R A 7 K 8 3 MR & A
O F BB A B 2 AR SR A (A AR
5 B B ) 2 A7 B R SO 2 B
TR 2 HESR SR A ) - BURREBRE IR 4B
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Beneficial interest

Save as disclosed above, as at 30 June 2015, none of the Directors,
chief executive and their associates had any interests or short positions
in the Shares, underlying Shares or debentures of the Company or any
of its associated corporations, within the meaning of Part XV of the
SFO, which were required to be notified to the Company and the Stock
Exchange pursuant to Divisions 7 and 8 of Part XV of the SFO (including
interests and short positions which he/she/it was deemed or taken to have
under such provisions of the SFO) or which were recorded in the register
required to be kept by the Company under Section 352 of the SFO, or
as otherwise which were required to be notified to the Company and the

Stock Exchange pursuant to the Model Code.

DIRECTORS’ RIGHT TO ACQUIRE SHARES OR
DEBENTURES

During the Period, the Company did not grant any rights to any Directors, chief
executive or their respective spouse or children under the age of 18 to acquire
beneficial interests by means of the acquisition of Shares in, or debentures of, the
Company, and none of the above persons have exercised the said rights during
the Period. The Company, its holding company or any of its subsidiaries were
not a party to any arrangements to enable the Directors to acquire such rights in

any other body corporate.
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F BB A B - BB 8  SUBSTANTIAL SHAREHOLDERS INTERESTS AND

P2 ERRRE SHORT POSITIONS IN SHARES, UNDERLYING SHARES
AND DEBENTURES
S —HENHZTH > AN A EER K As at 30 June 2015, the following shareholders, other than the Directors or

—-%
BB 3366 EG B2 Bitit sk > I chief executive of the Company, which were recorded in the register required to

R (AEEAANTF ZERN FETHRAR) R be kept by the Company under Section 336 of the SFO, had interests of 5% or
AN FEBEATIRAS - MBIy s & A s% more (including short positions) in the issued share capital, underlying Shares or

bl R (BARIRE) - debentures of the Company:
JBE 3 A HERR R,y
Name of Shareholder Nature of Interest/Capacity
Plenty Gold (Hff3E 1) Hr A A
Plenty Gold (Note 1) 4,754,594,038 i (4F )
Beneficial owner
4,754,594,038 Shares (L)
fRAtMER T A

40,035,002 & (35 47)
36,935,002 B (R A)
Settlor of a trust
40,035,002 Shares (L)
36,935,002 Shares (S)

Bt sE Notes:

Total Number
4,794,629,040 (4FA)

4,794,629,040 (L)

36,935,002 (GRA)
36,935,002 (S)

JRERERER) i 2 b
Approximate
percentage of
Shareholding

46.26%

0.36%

1) Plenty Gold LI FFA A /A T4,754,594,038 % [ (1) Plenty Gold directly holds 4,754,594,038 Shares in the Company. It is also the sole

iy o IR AR5 AR A 740,035,002 B4y (4 shareholder of Trustee Co which is interested in long position in 40,035,002 Shares and
B) 136,935,002 KM (RE) MR ZFEA short position in 36,935,002 Shares in the Company. Accordingly, Plenty Gold is deemed
O Al E— R o R Plenty Gold ¥t B it to be interested in long position in 40,035,002 Shares and short position in 36,935,002
ZREANRDTFFA 140,035,002y (B ) K Shares held by Trustee Co.

36,935,002 M (IRE) HHEAHES -

(2) TR L) RERFRZERM TS > 7 2) The letter “L” denotes the shareholder’s long position in such Shares and the letter “S”

[s] AR BATI 3% 5 RO IR A - denotes the shareholder’s short position in such Shares.

B bSO #sR #Ah > - REANA =T Save as disclosed above, according to the records in the register required to be
H o 7R Fl 2 R G% 25 T B0 B 1 )55 33 6 IR JE AT kept by the Company under section 336 of the SFO, no other parties had an
BB FOM ALk o BEARAT A M A LR A interest or a short position in the Shares or underlying Shares or debentures of
I A3 B8R I R 173 £ 2 vl A AR 0 A8 0 I B £ the Company recorded under section 336 of the SFO as at 30 June 2015.

11585 336 P ik 2 HE 4 BIR AT
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EMPLOYEE SHARE AWARD SCHEME

An award scheme for the purpose of incentivizing the management of the
Group (the “Employee Share Award Scheme”) has been adopted by certain
shareholders of the Company (namely, Plenty Gold, Dr. Che Fengsheng and Dr.
Guo Weicheng) on 25 October 2010. On 25 January 2013, another shareholder
of the Company (namely, MSPEA Pharma Holdings B.V.) also participated
in the Employee Share Award Scheme. Trustee Co (a private trust company
established in the British Virgin Islands and wholly-owned by Plenty Gold) has
been appointed as the trustee to hold the reserved Shares under the Employee
Share Award Scheme. Plenty Gold, Dr. Che Fengsheng and Dr. Guo Weicheng,
as settlors of a trust, have reserved and set aside a total of 33,750,000 Shares;
and MSPEA Pharma Holdings B.V. has reserved and set aside an additional
3,750,000 Shares, all of which are being held by the Trustee Co as trustee
for the Employee Share Award Scheme. The Employee Share Award Scheme
involves granting of existing Shares held by the Trustee Co and no new shares

will be issued pursuant to the Employee Share Award Scheme.

As of six months ended 30 June 2015, no employee exercised their Awards
granted under the Employee Share Award Scheme.

CHANGES IN INFORMATION OF DIRECTORS

Pursuant to Rule 13.51B(1) of the Rules Governing the Listing of Securities on
the Stock Exchange (the “Listing Rules”), changes in information of Directors

during the Period and up to the date of this Interim Report are set out below:

Director Changes

Mr. Homer Sun  Ceased to be a non-executive director of Yongye International, Inc.

(a company listed on the NASDAQ stock exchange, ticker: YONG)

Mt. Patrick Sun  Ceased to be an independent non-executive director of China CNR
Corporation Limited (a company previously listed on the Shanghai

Stock Exchange and the Stock Exchange)

Ceased to be an independent non-executive director and the
independent non-executive chairman of Solomon Systech

(International) Limited (stock code: 2878)

Appointed as an independent non-executive director of CRRC
Corporation Limited (formerly known as CSR Corporation Limited)
(Stock code: SH601766 and HK1766) and China Railway Signal &

Communication Corporation Limited (stock code: 3969)
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PURCHASE, SALE OR REDEMPTION OF LISTED
SECURITIES OF THE COMPANY

Neither the Company nor any of its subsidiaries purchased, sold or redeemed

any listed securities of the Company during the Period.

DIVIDEND

An interim dividend of RMB1.4 cents per Share (equivalent to HK$1.7 cents
per Share) (2014: RMB1.3 cents) was declared by the Board on 31 August 2015.
It is payable on or around 23 September 2015 to shareholders of the Company
whose names appear on the register of members of the Company at the close of

business on 17 September 2015.

CLOSURE OF THE REGISTER OF MEMBERS FOR THE
ENTITLEMENT OF INTERIM DIVIDEND

The register of members of the Company will be closed from 15 September
2015 to 17 September 2015, both days inclusive, for the purpose of determining
shareholders’ entitlements to the interim dividend. In order to qualify for the
interim dividend, all properly completed transfer forms accompanied by the
relevant share certificates must be lodged for registration with the Company’s
Hong Kong branch share registrar, Tricor Investor Services Limited at Level 22,
Hopewell Centre, 183 Queen’s Road East, Hong Kong no later than 4:30 p.m.
on 14 September 2015.

CORPORATE GOVERNANCE CODE

The Company has complied with all the applicable code provisions of the
Corporate Governance Code (the “Code”), as set out in Appendix 14 to the
Listing Rules throughout the Period.

MODEL CODE FOR SECURITIES TRANSACTIONS BY
DIRECTORS OF LISTED ISSUERS

The Company has adopted the Model Code as set out in Appendix 10 to the
Listing Rules. All Directors have confirmed, following specific enquiries by the
Company, that they have complied with the required standard set out in the
Model Code throughout the Period.

NEBEZREEERAT
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USE OF PROCEEDS FROM THE GLOBAL OFFERING

In October 2010, the Company allotted 1,437,500,000 ordinary Shares at
a price of HK$4.60 through international placing and public offer. Save
as disclosed below, the net proceeds raised from such international placing
and public offer, being approximately HK$6,365.7 million (equivalent to
approximately RMB5,407.6 million), are used in accordance with the purpose
disclosed in the prospectus of the Company dated 15 October 2010.

During the Period, approximately RMB5,100.1 million raised from the global
offering of the Company was used for the purposes and approximately in the

amounts set out below:

o Approximately RMB403.0 million was used for our product development

and research;

o Approximately RMB371.0 million was used for the development of our

existing products;
U Approximately RMB74.5 million was used for acquisition of products;

U Approximately RMB551.1 million was used for funding the construction

of our two new production facilities located in Beijing and Langfang;

. Approximately RMB300.3 million was used for funding the construction

of production facilities in Jilin province and Liaoning province;

U Approximately RMB3,351.8 million was used for mergers and

acquisitions; and

U Approximately RMB48.4 million was used for enhancement of our sales

and distribution efforts.

Approximately RMB307.5 million raised from the international placing and
public offer of the Company remained unused as at 30 June 2015, which is

deposited in the special bank account of the Company.
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Other Information

HBEHY AUDIT COMMITTEE

Fe 72 B o O B A A T BR A R g v IR Al K The Audit Committee has reviewed the accounting principles and practices
EBID R E ZF—TAEASH =T HIEAEA adopted by the Company and the unaudited consolidated results for the six
REBMRBEGG LS - AT HHREH months ended 30 June 2015 of the Group. As at the date of this interim
B BEREESOFE - EPITEE RIS report, the Audit Committee consists of one non-executive Director (Dr. Zhang
) R =AML IR ATE S (e A - Jionglong) and three independent non-executive Directors (Mr. Patrick Sun,
eI ARG 5 WA G5t EHE ST Mr. Tsang Wah Kwong and Mr. Zhu Xun), and is chaired by Mr. Patrick Sun
FEHEEEMEER - FRZE e EHEHAH who has a professional qualification in accountancy. The chairman of the Audit
JRE B B A L A o Committee has the appropriate professional qualification and experience in

financial matters.

TR G iy By Order of the Board
HFHELI Dr. Che Fengsheng
HIE TR A Chairman of the Board
ZEF—HEAA=1—H 31 August 2015

NEBEZREEERAT
2015 I 4R &5
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Interim Consolidated Balance Sheet

iy
As at
“FZ I R4
{13 AAZTH +ZH=1—H
Note 30 June 31 December
2015 2014
AR F ANRBTIT
RMB’000 RMB’000
Unaudited Audited
R Assets
Fe By Non-current assets
W2 - BB R Property, plant and equipment 6 1,895,457 1,704,128
BREWE Investment properties 6 31,770 32,659
Y& e Intangible assets 6 2,822,565 2,815,711
T Hb A R Land use rights 6 374,270 362,364
i FIRE &8 IR R & Investment accounted for
using the equity method 9 1,110,582 358,491
TRAE PSR G Deferred income tax assets 7 21,398 61,906
HoAthIF B & e Other non-current assets 357,480 361,228
6,613,522 5,696,487
WB G & Current assets
& Inventories 222,523 177,181
2 5y B HoAth EWS R 2K Trade and other receivables 8 1,218,696 1,240,666
f A G Available-for-sale financial assets 1,992,461 1,617,631
e KB ESEEY Cash and cash equivalents 2,291,981 1,317,945
5,725,661 4,353,423
R & 2 IR B A G R Asset of disposal group classified as held for sale 19 — 1,273,073
5,725,661 5,626,496
M Total assets 12,339,183 11,322,983

Sihuan Pharmaceutical Holdings Group Ltd.
Interim Report 2015
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Interim Consolidated Balance Sheet

i
As at
“FZ I ZE—AE
Wik AAZTH +ZH=1—H
Note 30 June 31 December
2015 2014
ANR¥F ARTF T
RMB’000 RMB 000
RBEY REY
Unaudited Audited
TR Equity
N/ TPN 3T £ Equity attributable to owners of
the Company
&S Share capital 10 85,610 85,610
e 53 ¥ A Share premium 10 5,574,848 5,574,848
HoA Other reserves 157,906 151,897
B A Retained earnings
—EEE — Proposed dividend 145,099 134,734
—HAl — Others 4,797,123 3,344,588
10,760,586 9,291,677
FRYiig ) Non-controlling interests 67,056 114,336
HRERS Total equity 10,827,642 9,406,013
Ak Liabilities
B £ 6K Non-current liabilities
AT B 5B A 1 Deferred income tax liabilities 7 133,031 130,390
HAt e midh & & Other non-current liabilities 62,157 89,912
& Borrowings 3,500 3,500
198,688 223,802
B A A Current liabilities
B 5 B A A K Trade and other payables 12 1,016,134 1,105,384
RIVE i 1500 4 £ Current income tax liabilities 247,468 194,572
HoAth 7 8 & & Other current liabilities 49,251 96,338
1,312,853 1,396,294

NEREZREMERAA

2015 h I 4R &5
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Interim Consolidated Balance Sheet

i
As at
ZE—HAE e SliIFiS
Fit & AH=Z+HH +-A=+—H
Note 30 June 31 December
2015 2014
AR AR¥F
RMB000 RMB 000
Unaudited Audited
FEE 2R B4 AR Liabilities of disposal group
classified as held for sale 19 — 296,874
1,312,853 1,693,168
BmAMS Total liabilities 1,511,541 1,916,970
2R R B A Total equity and liabilities 12,339,183 11,322,983
TRENE A Net current assets 4,412,808 3,933,328
B R ) AR Total assets less current liabilities 11,026,330 9,629,815

55 44 % 77 LA B RT 4% 8 55 5 B o 0 A R The notes on pages 44 to 77 are an integral part of these condensed interim

Y AR 2 o financial information.

REARFREFG On behalf of the board of directors of the Company
HET 6 4 Che Fengsheng Guo Weicheng
#HH #HH Director Director

Sihuan Pharmaceutical Holdings Group Ltd.
Interim Report 2015
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Interim Consolidated Statement of Comprehensive Income

BEAA=ZTHIEAEA

Six months ended 30 June

it 3 e S S —F U4

Note 2015 2014

AR AR

RMB000 RMB’000

RIBEY: REBE

Unaudited Unaudited

(H k)

(Restated)

& Revenue 5 1,773,521 1,383,462

S A Cost of sales (494,671) (422,904)

EH Gross profit 1,278,850 960,558

HAt A Other income 14 19,821 17,990

HoAt i a5 — AR Other gains — net 14 615,256 244,083

OB A Distribution costs (61,929) (77,299)

TTHU 32 Administrative expenses (253,215) (183,005)

R A Operating profit 14 1,598,783 962,327

BB Finance income 71,920 59,592

S5 LA Finance costs (292) (8,687)

MBI — 548 Finance income — net 71,628 50,905
ARG A RE 25 5 T LAY Share of profit/(loss) of investment accounted for

B&EGEF, (FEH) using the equity method 9 11,871 (789)

Wik P 55 T ) Profit before income tax 1,682,282 1,012,443

P15 AiBe 2 Income tax expense 15 (240,534) (186,655)

9 P i Al Profit for the period 1,441,748 825,788

DL AL A1) < Profit attributable to:

E/NE X DN Owners of the Company 1,451,550 823,384

FRYiig ) Non-controlling interests 9,802) 2,404

1,441,748 825,788

NEREZREMERAA

2015 h I 4R &5
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Interim Consolidated Statement of Comprehensive Income

BEAA=ZTHIEAEA

Six months ended 30 June

[{Tg! RN —R U4
Note 2015 2014
AR T ANBWHTF T
RMB’000 RMB000
RIEE REGHFEY
Unaudited Unaudited
(F7t)
(Restated)
AATHA NEERZA  Earnings per share attributable to
owners of the Company
— B JRIEA T e 2 7 — Basic and diluted earnings per share
(AR (RMB cents) 16 14.01 7.95
11 7 A Profit for the period 1,441,748 825,788
HAb2ERA Other comprehensive income:
A EH BT H A R E Items that may be reclassified to profit or loss
A G RUE EEHAH) 0 Changes in value of available-for-sale
FBRFLIE financial assets, net of tax 11,444 3,145
B A2 TR - Other comprehensive income for
HERFLIE the period, net of tax 11,444 3,145
199 P9 4 i A Total comprehensive income for the period 1,453,192 828,933
VLT A 2 T\ B Total comprehensive income attributable to:
E/NIE XS DN Owners of the Company 1,462,994 826,529
PR ig e Non-controlling interests 9,802) 2,404
1,453,192 828,933
B Dividends 17 145,099 134,734

55 44 3 77 EUAY B RE 4 00 56 £ 0 oh 4 RS R The notes on pages 44 to 77 are an integral part of these condensed interim

B A financial information.

Sihuan Pharmaceutical Holdings Group Ltd.
Interim Report 2015
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Interim Consolidated Statement of Changes in Equity

EYNEE 2N 1
Attributable to owners of the Company
ok bR HBRE REEM At iR B
Non-
Share Share Other Retained controlling Total
capital premium eserves earnings Total interests equity

ARETrE  ARETT ARETT ARETT ARETT ARETT  ARKTTL
RMBUOO  RMBUOO  RMBUOO  RMBUOO  RMBUOO  RMBUOO  RMBOOO

FEEY Unaudited

RZZ—ME—H—H  Balance as at | January 2014

B (RE2H) (Original stated) 4419 5571391 89329 2,174,606 7,882,305 115485 7,997,790
D4R B o Prior year adjustments — — — (60,846) (60,846) — (60,846)

RZZ—ME—A—H  Balance as at | January 2014

SR (ER) (Restated) 4419 557391 89329 2113760 7,821459 115485 7,936944
ESTLON Comprehensive income
I (L) Profit for the period (Restated) - — — 823,384 823,384 2,404 825,788
K2 mRA Other comprehensive income
A ERMARERE  Changes in value of available-for-

28 MERHH sale financial assets, net of tax = — 3,145 - 3,145 - 3,145

Hib2mARE Total other comprehensive

TIRRHIE income, net of tax — — 3,145 — 3,145 — 3,145
AN L Total comprehensive income - - 3,145 823,384 826,529 2,404 828,933

EHRRHER TR Total contributions by and
AATHA NERR  distributions to owners

PRl kAR of the Company, recognised
directly in equity
BhlEk Issuance of ordinary shares 56 42,032 — — 42,088 — 42,088
Bk Bonus issue of ordinary shares 41,13 (41,139) — — — - -
1 5 1 e it 41 - Employees share award scheme:

— MR EE —value of employee setvice - - 13,848 - 13,848 - 13,848
%) Dividends - - - (108,824) (108,824) - (108,824)
B ke S Transfer oo PRC statuary reserve fund - — 2,561 (2,561) — — —
NUSPEHINE MRB/AT  Changes in ownership incerests in

FrA A S subsidiaries without change of control = = (38,823) = (38,823) (14,749) (53,572)

HERMER A Total transactions with owners,
BHEH AR M recognised directly in equity 41,191 897 Q2414 (111385) (91,711) (14749 (106,460)

REZZ—MENA=1H Balance as at 30 June 2014
Stk (Ea) (Restated) 85,610 5,574,848 70,060 2,825,759 8,556,277 103,140 8,039,417

NEBEZREEERAT
2015 h I 4R &5
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Interim Consolidated Statement of Changes in Equity

AR A A

Attributable to owners of the Company

Bk RbEE O RRE RERA it Rk EL

Non-
Share Share Other Retained controlling Total
capital premium reserves earnings Total interests equity

ARKTFE ARNTE  ARKTL  AREFE  ARKTE  ARKTZ  AREFE
RMBOOO  RMBUOO  RMBU0O  RMBUW)  RMBUG)  RMBUOO  RMBUOO

FEEY: Unaudited
RZZ—T%—~H—H  Balance as at | January 2015

i 85,610 5,574,848 151897 3479322 9,291,677 114336 9,406,013
2RA Comprehensive income
HmER] Profit for the period — — — 1451550 1451550 0.802) 1,441,748
HA2ERA Other comprehensive income
At ESREREE  Changes in value of available-for-sale

B MR financial assets, net of tax - - 11,444 - 11,444 - 11,444
Hl AR SE - Total other comprehensive

HIRRHIE income, net of tax — — 11,444 — 11,444 - 11,444
2EUAER Total comprehensive income — — 1444 1451550 1,462,994 0,802) 1,453,192

[ B ey st 41 Employees shate award scheme:

~[RAMHEE —value of employee service — — 6,805 - 6,805 - 6,805
HERER TR Total contributions by and

AT BA AR R distributions to owners of

Fr o Ik A the Company, recognised
directly in equity

EHAUEER Non-controlling interests arising

FEadi in on business combination — — — — = 30,338 30,338
LM EAREL  Non-controlling interests arising

e v A ona newly established subsidiary - - - - - 8,027 8,027
HE—ZMEA Disposal of a subsidiary = = (11,350) 11,350 — (72,320) (72,320
NYELEIEL Changes in ownership incerests

WA R A in subsidiaries without

ERET change of control — — (890) — (890) (3,517) (4,407)

R RER Total transactions with owners,

BB AMRAEHE  recognised directly in equity = = (5,435) 11,350 5915 (37478) (31,563)
REZ-1% Balance s at 30 June 2015
AAZTHER 85,610 5,574,848 157906 4,942,222 10,760,586 67,056 10,827,642

544 77 E B EE 5 B0 R AR b A S R The notes on pages 44 to 77 are an integral part of these condensed interim
WAL Ay o financial information.

Sihuan Pharmaceutical Holdings Group Ltd.
Interim Report 2015
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Interim Condensed Consolidated Statement of Cash Flows

BEAA=ZFHIEAMEA

Six months ended 30 June
I S i S TS
2015 2014
AR #HF AR #For
RMB’000 RMB’000
RBEG REHE
Unaudited Unaudited
(E )
(Restated)
AR Y A P B R Net cash generated from operating activities 573,322 521,543
wEwmmEL () Net cash generated from/(used in)
B4 Ha investing activities 351,635 (265,102)
EummEdt (i) Net cash generated from/(used in)
B4 financing activities 7,930 (306,828)
B KRB &5EY Net increase/(decrease) in cash and
B, (i) o = cash equivalents* 932,887 (50,387)
ARIB & KB ) + Cash and cash equivalents at
beginning of period* 1,359,094 1,600,854
HIRBLE KB & % EY + Cash and cash equivalents at end of period* 2,291,981 1,550,467
* AERA R EAEENRE RIRE%EY - & Comprise cash and cash equivalents in assets of the disposal group.

55 44 2 77 TR B RE 2% It 4 1 W o 0 B B R

(AL ) o

financial information.

The notes on pages 44 to 77 are an integral part of these condensed interim

NEBEZREEERAT
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Notes to the Condensed Interim Financial Information

BEZR-HEAA=THIEAEA
For the six months end 30 June 2015
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GENERAL INFORMATION

Sihuan Pharmaceutical Holdings Group Ltd. (the “Company”) is
incorporated in Bermuda under the Bermuda Companies Act as an

exempted company.

The Company is an investment holding company. The principal
activities of the Company and its subsidiaries (together, the “Group”)
are manufacturing and sale of pharmaceutical products in the People’s
Republic of China (the “PRC”).

The ultimate holding company of the Company is Plenty Gold
Enterprises Limited (“Plenty Gold”), a limited liability company

incorporated under the laws of the British Virgin Islands.

The address of the Company’s registered office is Clarendon House,
2 Church Street, P.O. Box HM 1022, Hamilton HM DX, Bermuda.
The address of the principal place of business of the Group is 21 Floor,
Building 2, Zhubang 2000 Business Centre, West Balizhuang, Chaoyang
District, Beijing, 100025, PRC.

The Company had its primary listing on The Stock Exchange of Hong
Kong Limited on 28 October 2010.

The condensed consolidated interim financial information is presented
in Renminbi (“RMB”) thousand Yuan, unless otherwise stated. The
condensed interim financial information was approved for issue on 31
August 2015.

The condensed consolidated interim financial information has not been

audited.
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BE_Z-HEANA=ZTHIEAHEA
For the six months end 30 June 2015

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES

The principal accounting policies applied in the preparation of the

financial statements are set out below. These policies have been

consistently applied to all the years presented, unless otherwise stated.

2.1

2.2

2.3

Going-concern basis

The Group meets its day-to-day working capital requirements
through its operating activities, the Board of executive directors
of the Company considers that the Group has adequate resources
to continue in operational existence for the foreseeable future. The
Group therefore adopts the going concern basis in preparing the

condensed consolidated interim financial information.

Basis of preparation

The condensed consolidated interim financial information
for the six months ended 30 June 2015 has been prepared in
accordance with International Accounting Standard 34, ‘Tnterim
financial reporting’. The condensed consolidated interim financial
information should be read in conjunction with the annual
financial statements for the year ended 31 December 2014, which
have been prepared in accordance with International Financial
Reporting Standards (“TFRSs”).

Prior Period adjustments and restatements

In 2014, the Company received an external enquiry (the “Enquiry”)
as to how the Group has been conducting its sales and marketing
activities, which may have an impact on the accounting treatment
that the Group adopted in the past for certain of its sales revenue
and distribution expenses, as well as other financial reporting
matters. In response to the Enquiry, the audit committee of the
Company (the “Audit Committee”) conducted an independent
investigation (the “Investigation”) involving, among others,
assistance from a third party consultant in relation to the matters

raised in the Enquiry.

Based on the findings of the Investigation, the directors of the
Company (the “Directors”) considered it appropriate to make
adjustments to the Group's condensed consolidated interim
financial information for the six months ended 30 June 2014, and
consequently prior period adjustments were recorded by the Group

in respect of the following matters:

NEBEZREEERAT
2015 h I 4R &5
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Notes to the Condensed Interim Financial Information

BEZR-HEAA=THIEAEA
For the six months end 30 June 2015
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Sihuan Pharmaceutical Holdings Group Ltd.

Interim Report 2015

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.3 Prior Period adjustments and restatements (Continued)

(1)

Revised sales model and reimbursement to distributors

Prior to 2011 and under the Group's original sales model,
the marketing and promotion activities in relation to
the Group’s products were mainly carried out by the
distributors of the Group. The related marketing and
promotion expenses were not incurred nor recorded by
the Group. With effect from the completion of certain
acquisitions in 2011, the Group retained the sales model
of the newly acquired companies (“Revised Sales Model”)
and adopted it for some of the Group’s products in order
to have an effective integration of such business with that
of the Group. The Revised Sales Model was used alongside
with the Company’s original sales model, although most of
the sales were conducted using the Revised Sales Model in
2012 and 2013. Under the Revised Sales Model, the Group
engaged certain marketing research agents (“MRAs”) for
provision of marketing and promotion services, which were
previously conducted by the Group’s distributors before the
adoption of the Revised Sales Model. The selling prices of
the Group's products to the distributors were then adjusted
and increased accordingly after considering these marketing
and promotion expenses under the Revised Sales Model.
The marketing and promotion expenses paid by the Group
to the MRAs were previously recorded as distribution costs
in the consolidated financial statements of the Group. Since
mid 2014, the Group has significantly reduced the sales of
its products using the Revised Sales Model and consequently
does not engage MRAs for provision of marketing and

promotion services anymore.
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For the six months end 30 June 2015

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.3 Prior Period adjustments and restatements (Continued)

(1)  Revised sales model and reimbursement to distributors
(Continued)

(a)

Based on the findings of the Investigation, certain
MRAs, whose sole activities are provision of
marketing related services to the Group, were now
considered to be controlled by the Group as the
Group is exposed to variable returns and has the
ability to affect those returns through its power over
these MRAs. The Directors considered that these
MR As should be accounted for as structured entities
of the Group and therefore should be consolidated
(“Consolidated MRAs”) in the consolidated financial

statements of the Group.

As a result of the prior period adjustment on the
consolidation of the Consolidated MRAs (with the
eliminations), total income/gains and expenses of
RMB18,122,000 and RMB18,122,000, respectively;
cash and cash equivalents and trade and other
payables of RMB52,425,000 and RMB52,425,000,
respectively were adjusted and included in the
Group’s condensed consolidated interim financial
information as at and for the six months ended 30
June 2014.

These adjustments did not affect the net profit or net
assets of the Group for the six months ended 30 June
2014 or before.

NEBEZREEERAT
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BEZR-HEAA=THIEAEA
For the six months end 30 June 2015

2. WREGHECRBEE ) 2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)
2.3 SRR R AR R Tk ()

2.3 Prior Period adjustments and restatements (Continued)

() RAERT B A 1 4 8 (1)  Revised sales model and reimbursement to distributors
Eﬁyﬁﬁ (#5) (Continued)
by AN B ITSFERTE (b)  Besides, the Investigation also revealed that the

bl R A T A
T o LR 10 T 5 B
T2 AR B S A 1 7 8
T B B S (B 45 ) 7
A O B T 5 F g £
AT B 3 ) 2R ) A 4R
[ B E A T A
B AR e K205 0 A
F ik (TRAE TS B )
A T 43 6 7 4 E 1Y
A TR
el 1E g -
HRL o MBS
I 5% B S M A
R 2% 103 4 8 T e I
Ml g5 o [RE > 7Bk
R 3 R DG B
WEF—WERHA
=+ B kA A B
BR iz 2 K% o 8 AR N
% 616,576,000 7C

2B BA R
BEE_F-WEAN
H=A4H 1AM A K
Z R AL B
I
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marketing and promotion expenses paid by the
Group to the MRAs under the Revised Sales
Model mentioned above (including those paid to
the Consolidated MRAs), together with certain
distributions costs directly incurred by the Group,
were eventually reimbursed to either the Group's
distributors or certain third parties recipients
designated by the Group’s distributors through
various means (“Reimbursement Activities”). The
Directors considered that the relevant marketing
and promotion expenses should be adjusted and
accounted for as a reduction of the revenue earned
from the distributors. As a result, a prior period
adjustment was recorded to offset the related revenue
and distribution costs of RMB616,576,000 for the six
months ended 30 June 2014.

This adjustment did not affect the net profit or net
assets of the Group for the six months ended 30 June
2014 or before.
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2. WREFHBORBEE %)

2.3 A I ] A e EELAE ()

(i1)

7008 B RO\ SRATHR P A
FTHIRANE 5

WERER  AEEHET
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For the six months end 30 June 2015

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.3 Prior Period adjustments and restatements (Continued)

(if)

Off-book transactions conducted through employees’

personal bank accounts

The Investigation also revealed that the Group had certain
off-book transactions that were conducted through certain
personal bank accounts, which were opened in the names
of certain employees of the Group (referred to as “off-
book transactions”). These off-book transactions mainly
included: (1) sales of distribution rights; (2) payments of
distribution rights; (3) deposits from certain distributors;
and (4) payments of salary of and other expenses incurred by
certain employees of the Group. Based on the Investigation
findings, these off-book transactions were not previously
accounted for and recorded in the Group’s consolidated
financial statements. The Directors considered that the prior

year consolidated financial statements should be adjusted.

As a result of this prior period adjustment, total income/
gains and expenses of RMBS,131,000 and RMB11,880,000,
respectively; and total assets and liabilities of
RMB48,930,000 and RMB67,595,000, respectively were
adjusted and included in the Group’s condensed consolidated
interim financial information as at and for the six months
ended 30 June 2014.

NEBEZREEERAT
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BEZR-HEAA=THIEAEA
For the six months end 30 June 2015

2. WAMWEORBE @) 2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)
24 EETBUREE K EFIH 2.4 Changes in accounting policy and disclosures
A B A B I 4 R 0 A R The accounting policies applied are consistent with those of the
R & R BUR B T — U4 annual financial statements for the year ended 31 December 2014,
T A = H IR R AR R as described in those annual financial statements.

R BT Bk B0 wHEOR LA B Y
FEEABRER) B -

EEE_Z—-HFE+_HA=+—H Amendments to IFRSs effective for the financial year ending 31
b B I A A0 (2R S B S i o e December 2015 do not have a material impact on the Group.
SR G RT3 A A Sl A RS 2 o
31 303 D ) B 75 i PR TR0 4 BE A Taxes on income in the interim periods are accrued using the tax
BLRE B R T DLEHE - rate that would be applicable to expected total annual earnings.
AE 4 A 7 A H 3 D O A R There are no other amended standards or interpretations that are
BT FI i R TR ) & e A 4 [ 5 effective for the first time for this interim period that could be
LEwN:Z expected to have a material impact on this Group.
3. it 3. ESTIMATES
A B e 3 R PR R A A R AR The preparation of condensed interim financial information requires
HW -~ AhRE R A BB - AR R management to make judgments, estimates and assumptions that affect
R & B E T BURRE K G E the application of accounting policies and the reported amounts of assets
- WAHBTHERESHE - BB and liabilities, income and expense. Actual results may differ from these
AT AR B A 5T o estimates.
B W S R Y In preparing these condensed interim financial information, management
ERERAEBN s BORB R P E L & made significant judgments in applying the Group’s accounting policies.
KFN B o Al 5H A T E IE AY 35 22 30 5 B A The key sources of estimation uncertainty were the same as those that
B2oF-NEF_HA=1+—HILFEEHK applied to the consolidated financial information for the year ended 31
AR B MBS EOR BT SR E M December 2014.

Sihuan Pharmaceutical Holdings Group Ltd.
Interim Report 2015
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4.2

4.3
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For the six months end 30 June 2015

4. FINANCIAL RISK MANAGEMENT

4.1

4.2

4.3

Financial risk factors

The Group's activities expose it to a variety of financial risks:
market risk (including currency risk, fair value interest rate risk,
cash flow interest rate risk and price risk), credit risk and liquidity

risk.

The condensed interim financial information do not include all
financial risk management information and disclosures required in
the annual financial statements, and should be read in conjunction
with the Group's annual financial statements for the year ended 31
December 2014.

There have been no changes in the risk management department or

in any risk management policies since the year end.

Liquidity risk
Compared to the year end, there were no material changes in the

contractual undiscounted cash outflows for financial liabilities.

Fair value estimation

The table below analyses financial instruments carried at fair value,
by valuation method. The different levels have been defined as

follows:

J Quoted prices (unadjusted) in active markets for identical

assets or liabilities (level 1).

o Inputs other than quoted prices included within level 1
that are observable for the asset or liability, either directly
(that is, as prices) or indirectly (that is, derived from prices)
(level 2).

U Inputs for the asset or liability that are not based on
observable market data (that is, unobservable inputs)

(level 3).

NEBEZREEERAT
2015 h I 4R &5
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BEZR-HEAA=THIEAEA
For the six months end 30 June 2015

4. WMBE SR )

4.3

AP (A7)
FRETIAEE T RN
St RBRATEGELAELA

i -

AL R

4. FINANCIAL RISK MANAGEMENT (Continued)

4.3 Fair value estimation (Coatinued)

The following table presents the Group’s assets and liabilities that

are measured at fair value as at 30 June 2015.

B
Level 2
IS

As at
e Sk 3 e Slifs
ARAEFE FSAStTH
30 June 2015 31 December 2014
ARHT T ANR¥T

RMB’000 RMB’000

REF BEY

Unaudited Audited

Available-for-sale financial assets 1,992,461 1,617,631

IR ERT S EHAN M TR
9 2 5 R PR A% (6 5 1 8 2 < £
{67 57 1 i 5 M) Y 9B T 0 R
(W) > RO TR AR E A
At o WNGEHE TR A9 F-E T & B BT
AR A B R - MR T
HIIAE 8%

JRUS < il T BLAG (BB R 8 A (7 3
(X

o BOITHAMWSHESZS
i AE -

o FIRMEII AT EMRE B
ZEUC AR 3 AR A TR A B &
HREKBERH -

o EAVMESR ML TEERE
FHZEMEREE > PTE
HE W (R R B At E BUE

o JHREERERE M TREKA
7oA (L 9 A T 3 (fp1 4
BEEREM) -

MRS ETT R R A -

Sihuan Pharmaceutical Holdings Group Ltd.
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The fair value of financial instruments that are not traded in an
active market is determined by using valuation techniques. These
valuation techniques maximise the use of observable market data
where it is available and rely as little as possible on entity specific
estimates. If all significant inputs required to calculate the fair
value of an instrument are observable, the instrument is included

in level 2.

Specific valuation techniques used to value financial instruments

include:

U Quoted market prices or dealer quotes for similar
instruments.

J The fair value of interest rate swaps is calculated as the

present value of the estimated future cash flows based on

observable yield curves.

J The fair value of forward foreign exchange contracts is
determined using forward exchange rates as at the balance
sheet date, with the resulting value discounted back to

present value.

o Other techniques, such as discounted cash flow analysis,
are used to determine fair value for the remaining financial

instruments.

There were no changes in valuation techniques during the Period.
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For the six months end 30 June 2015

SEGMENT INFORMATION

The chief operating decision-maker has been identified as the executive
directors of the board of the Company. The executive directors of the
board of the Company review the Group's internal reporting in order to
assess performance and allocate resources. Management has determined

the operating segments based on these reports.

The executive directors of the board of the Company consider the business
from product perspective. The Group is engaged in only one business
segment, the research and development, manufacturing and sale of
pharmaceutical products in the PRC. For the six months ended 30 June
2015, all sales are from distributors and none of the distributors of the
Group from whom the revenue amounted to 10% or more of the Group’s
revenue (2014: None).

All of the Group's operations, customers and most of the Group’s assets
are located in the PRC. Accordingly, no geographical analysis of revenue,

non-current assets and customers is presented.

NEBEZREEERAT
2015 h I 4R &5
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For the six months end 30 June 2015

6. W¥- B3 #E&W 6 PROPERTY, PLANT AND EQUIPMENT,

¥~ WP G e K R RE INVESTMENT PROPERTIES, INTANGIBLE ASSETS
AND LAND USE RIGHTS
hk - Ll
Wi B B
Property, M Other A0 A
plant and Investment intangible [ Land
equipment properties assets Goodwill use rights

AT ARFTE  ARFTT  ARFTZ  ARKTZ
RMB000 RMB 000 RMB000 RMB000 RMB000
REBEY: RBEY: REBEY: RBEY REEY

Unaudited Unaudited Unaudited Unaudited Unaudited

RE-Z—1H Six months ended 30 June 2015
AAZFHIEAEA
RZZ—T%—FA—H  Opening net book amount

0 e 1 as at | January 2015 1,704,128 32,659 588,775 2,226,936 362,364
HE Additions 142,291 = 31,621 = 20,423
ViR A 7l (ME18)  Acquisition of subsidiary (Note 18) 121,989 — 8,050 20,792 —
AN E A TR B EE S Transfer out for investment in

an associate (11,481) — — - (3,565)
e R fi s Depreciation and amortisation (61,470) (889) (53,609) — (4,952)

REZ—THEAHZ1H  Closing net book amount
0 A1 A o £ as at 30 June 2015 1,895,457 31,770 574,837 2,247,728 374,270

BE-Z-NE Six months ended 30 June 2014
AAZFHIEAMEA
RZZ—M4E—H—H  Opening net book amount

A0 M A as at 1 January 2014 1,441,677 34,437 653,686 2,226,936 337,998
NE Additions 135,051 — 17,493 — 17,672
I R Depreciation and amortisation (36,620) (889) (54,048) — (7,784)

REF—MERAZTH  Closing net book amount

0 A M 1 as at 30 June 2014 1,540,108 33,548 617,131 2,226,936 347,886
5 I RE A o B AL S0 4R 9 The land use rights represent land use rights in the PRC with a lease
I - b {7 Y o period of 50 years.

Sihuan Pharmaceutical Holdings Group Ltd.
Interim Report 2015



I D B R B

Notes to the Condensed Interim Financial Information

BEZR-HEAA=THIEAMEA
For the six months end 30 June 2015

Y % ot 7 BE 7. DEFERRED INCOME TAX

BIRIEE R RE E R B REE W T Ok
7% 8 [F] — s ] v M I R0 ) BR AR SRS -

The movement in deferred income tax assets and liabilities during the

Period, without taking into consideration the offsetting of balances

within the same tax jurisdiction, is as follows:

1) BEMBHEE 1)

Deferred income tax assets

BWEANH=ZTHIEAMEA

Six months ended 30 June

R —hAE —E YA

2015 2014

AR AR T

RMB’000 RMB'000

RBE PSS

Unaudited Unaudited

R —H—H IR Opening balance at 1 January 61,906 119,939
e S 8 Charged to profit (40,508) (16,724)
RN H =+ B A AR Closing balance at 30 June 21,398 103,215

2) BEEPEBER 2)

Deferred income tax liabilities

BEANA=ZTHIEAMEA

Six months ended 30 June

SRR ENE
2015 2014

AR T AR #T T

RMB’000 RMB000

REEE RICE

Unaudited Unaudited

R—H— HI R4 Opening balance at 1 January 130,390 140,862
JiiSlnilh= ik Credited to profit 2,641 (5,236)
Ay Bt =l Of:li S 3 Closing balance at 30 June 133,031 135,626

NEBEZREEERAT
2015 h I 4R &5
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BEZR-HEAA=THIEAEA
For the six months end 30 June 2015

8. BB B Ak ME Rk

8. TRADE AND OTHER RECEIVABLES

iy
As at

“F—hE e S

AA=+H +ZHA=+—H

30 June 31 December

2015 2014

ANR¥TFI ARHT T

RMB'000 RMB'000

REEY REF

Unaudited Audited

GO IR — B = Trade receivables — third parties 144,420 157,817

JE W % Notes receivables 554,329 375,202

AL R K OE Prepayments to suppliers 131,095 107,830

el — RGBS ¥EHIH Amount receivable from a joint venture 101,564 —

T AR Prepaid value added tax 68,230 198,283
B — [ Y g A ) Amount receivable from disposal of

14 JRE WS AR K (a) a subsidiary (a) — 177,166

TN ISR Prepaid income tax 9,199 52,580

HoA IR K Other receivables 209,859 171,788

1,218,696 1,240,666

(@) %A SEAE AR A — [ A
AR ARAE R A - R R
8% B (ZF—WFE+ - A=+—
H:8%) -

B o B AR E A WA 2 B E &
FE > ELOf e 5] 4R B o R DA B M EE )
Pt ) SIEAE - B 5 B H A B ORI AR
& o

Sihuan Pharmaceutical Holdings Group Ltd.
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(@)  The amount represented the consideration and interest related to
partial disposal of a subsidiary, which bears an effective interest
rate of 8% (31 December 2014 : 8%).

Trade and other receivables do not contain impaired assets and have no
fixed repayment term. Except for the amount mentioned above in Note (a),

trade and other receivables bear no interest.
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BEZZ-HFEAA=ZTHIEAMEA

For the six months end 30 June 2015

8. TRADE AND OTHER RECEIVABLES (Continued)

The Group’s credit terms granted to customers range from one month to
one year. As at 30 June 2015, the ageing analysis of the trade receivables

based on invoice date was as follows:

S
As at
N S 2 TR
ARA=Z1+H  +tZHA=+—H
30 June 31 December
2015 2014
ABRH T AR T
RMB’000 RMB000
RBEY REW
Unaudited Audited
B 5 RE Wk Trade Receivables
31 A LA Within 3 months 103,252 89,900
32618 A 3 to 6 months 1,817 43,910
6% 1218 A 6 to 12 months 27,354 14,696
1210 A UL More than 12 months 11,997 9,311
144,420 157,817

NEBEZREEERAT
2015 h I 4R &5



D B R B

Notes to the Condensed Interim Financial Information
BE—% FAEAR =B AR

For the six months end 30 June 2015

9. PRAVHERRE ANRI B ¥ 9. INVESTMENT ACCOUNTED FOR USING THE
EQUITY METHOD
iy
As at
“E—hAE TR
AAZ+H  +ZHA=+—H
30 June 31 December
2015 2014
ANR¥TF 7T AR#T T
RMB’000 RMB 000
REEY REY
Unaudited Audited
BER —WE A Investment in - Associates 451,463 358,491
—RAEBMNE - A joint venture 659,119 —
1,110,582 358,491
) REEARNERE (a) Investment in associates
e L L
2015 2014
AR T AR BFIT
RMB000 RMB 000
h—H— B Opening balance at 1 January 358,491 34,069
WE Addition 102,720 -
AL 25 8 T B AR 288 s 4R Share of post-tax operating loss of associates (9,748) (789)
N H =1 H K 46k Closing balance at 30 June 451,463 33,280
MK, AEBETE AR During the Period, the Group made a capital injection of
87,541,000 70 LA Wi i b 7 43 3 d RMB87,541,000 to acquire 39% equity interest of Beijing Ruiye
A PR F ) 399% I HE S 1 42 07 B Drugs Manufacture Co. Ltd and made an additional capital
PERANE B ARKE 15,179,000 7C © injection of RMB15,179,000 into Renfang Medical.

Sihuan Pharmaceutical Holdings Group Ltd.
Interim Report 2015
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9. HHEHERBEARNEE @)

BE_Z-HEANA=ZTHIEAHEA
For the six months end 30 June 2015

9. INVESTMENT ACCOUNTED FOR USING THE
EQUITY METHOD (Continued)

b)) REBEENEZE (b) Investment in joint venture

"R —E s
2015 2014
ANBRH T AR TIT
RMB’000 RMB 000
JA—F — H i 45 8 Opening balance at 1 January — —
A Addition 637,500 -

JREAL £ 85 A SE B A% K88 i A Share of post-tax operating profit
of joint venture 21,619 _—
AR =1 HIEIARE i Closing balance at 30 June 659,119 —

BIA > A4 58 R B R R
50% RHET IR R - s MR
BEAAREBMGEAE - LERER
A\ B 547,048,000 7C B i~ i B 45
A AR R o

10. Je7As B JBe Aoy i 0

During the Period, the Group completed the disposal of 50%
equity interest of Jilin Sichang to Shandong Buchang, which
resulted in Jilin Sichang became a joint venture of the Group. A
disposal gain amounting to RMB547,048,000 was recognised in

the condensed consolidated statement of comprehensive income.

10. SHARE CAPITAL AND SHARE PREMIUM

JBe i % H A e

Number of Share Share i

Shares Capital  Premium Total

(FH) AREFL AREFL ARETFIL

(thousands)  RMB'000 ~ RMB'000 ~ RMB'000

RECEY,  REFER REER REEE

Unaudited  Unaudited  Unaudited  Unaudited
REF—NE-J—HRK At 1 January 2014

R -WEAAZETH and 30 June 2014 10,364,182 85,610 5,574,848 5,660,458
R-F-LFE—H—HK At 1 January 2015

ZE-REAAZETH and 30 June 2015 10,364,182 85,610 5,574,848 5,660,458

NEREZREMERAA
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BEZR-HEAA=THIEAEA
For the six months end 30 June 2015

11. B34

(1)

B 3 B8 it 1)

Fy ) 442 [ 8 B P 4R (LA B > AN
] %5 T IR (R Plenty Gold ~ Bl
THE R R AR ) C R
FAE+H A 1 B — TSR
# (T8 B RSB =t#1]) - RZ%F
—=HF—HZTHH > ARAEIN S
— &5 (B MSPEA Pharma Holdings
B.V.) J5 2 BL{E B i 03 5% Bh =t &)
G NUNGINY ) g ) A
i FA NA5 5EA T > B Plency Gold
SEWR)CERMEAZEAN - H]
TR B I 0 52 I8 5t 1+ A 7 R
f © Plenty Gold ~ LU T B A& K
AR B A (fE R R REm B AR T
N )BT R B A A 433,750,000
A w5 T MSPEA Pharma
Holdings B.V.7H H & # i % 5
3,750,000 & A% 2 B AR o BT A #%
S I fh 2 ST A A FARTE AR B kA
SEE R AZRE AT B R o (R
BB A3 St 80 B4 s 2 5E N
NERER M BA B - A E RS
18 B B0y S By at #0847 0 IR A
BWEZT—AENH =T HIEASH
A WA R BATHHA E B B0 58
B A L Y S R A o
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11.

SHARE-BASED PAYMENT

@)

Share award scheme

An award scheme for the purpose of incentivising the management
of the Group (the “Employee Share Award Scheme”) has been
adopted by certain shareholders of the Company (namely, Plenty
Gold, Dr. Che Fengsheng and Dr. Guo Weicheng) on 25 October
2010. On 25 January 2013, another shareholder of the Company
(namely, MSPEA Pharma Holdings B.V.) also participated in
the Employee Share Award Scheme. Trustee Co (a private trust
company established in the British Virgin Islands and wholly-
owned by Plenty Gold) has been appointed as the trustee to hold
the reserved Shares under the Employee Share Award Scheme.
Plenty Gold, Dr. Che Fengsheng and Dr. Guo Weicheng, as
settlors of a trust, have reserved and set aside a total of 33,750,000
Shares; and MSPEA Pharma Holdings B.V. has reserved and set
aside an additional 3,750,000 Shares, all of which are being held by
the Trustee Co as trustee for the Employee Share Award Scheme.
The Employee Share Award Scheme involves granting of existing
shares held by the Trustee Co and no new shares will be issued

pursuant to the Employee Share Award Scheme.

As of six months ended 30 June 2015, no employee exercise their

Awards granted under the Employee Share Award Scheme.
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BEZR-HEAA=THIEAMEA
For the six months end 30 June 2015

11. SHARE-BASED PAYMENT (Continued)

JB A9 2528 ot A iy (ii) Share awards movement
ASAE B2 TR B R A B2 Y Summary of the share awards which have been granted to certain
BEZT employees of the Group is as follows:
DB IT R Y
TR IEE R SERI A
o fE (A T-4t)
Exercise price Number of
in HK$ per  awards granted
ek Grant date share award (in thousands)
“Z——"#=A"+H 20 March 2012 3.19 14,150
XA LR 27 September 2013 3.19 19,750
X —=HtTHZT—H 21 October 2013 0.70 2,050
35,950

ARAT A 3 52 B i B DA B A B
e ST RS B T

Movements in the number of share awards outstanding and their

related weighted average exercise prices are as follows:

B ITHH
) 5 JBt JBE Ay
T

Average

exercise price

in HK$ per HEH (DT 51)
share award Awards (in thousands)
xR TR
2015 2014

&R Employees
w—H—H At 1 January 3.19 40,300 25,100
w—H—H At 1 January 0.70 4,100 2,050
EATH Exercised 3.19 — (4,950)
EAT Exercised 0.70 — —
ALIEAT Bonus issue 3.19 = 20,150
AL EEAT Bonus issue 0.70 — 2,050
WAAZ+H At 30 June 44,400 44,400

NEREZREMERAA

2015 h I 4R &5
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BEZR-HEAA=THIEAEA
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11. JBed A4t )
Gi) A SE AR E) (47)

(a)

AR FBH —F—ER
A=+ H 847 R E 4
R B . R AL BB B AT
I A AL B BE AT AL 8% H 11 44 51
JA R a B R 42 1M 9 BR
B A 1 BB T 1
AL IBC(TAL % 1) B 2 Y 3 17
ALIEEEAT © HR4E Plency Gold
Enterprises Limited * H 57
B S A A % —
FAETH I H R A
oy wlEH B o AL AT
BRSO S H R
AL AR AR 1 B B0y B2 Bt
BT MR F 4
ANA Z A H (58 AL B
9 ) 1 R AT A
(W ARAT S A RE ) = AR
e B R A% Bt B B LA
EFRGMMERTAR > 51
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1 e f 173 A%y

T 5 T £ A B o BT 2
BB B8 37 T o
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11.

SHARE-BASED PAYMENT (Continued)

(i)

Share awards movement (Continued)

(a)

With the approval of the Company’s shareholders at the
annual general meeting of the Company held on 30 May
2014, the Bonus Issue was made on the basis of 1 bonus
share (the “Bonus Share”) for every 1 share held by the
shareholders whose names appeared on the register of
members of the Company on the Bonus Issue Record Date.
Under the rules of the Scheme of the Company adopted by
Plenty Gold Enterprises Limited, Dr. Che Fengsheng and
Dr. Guo Weicheng on 25 October 2010, as a result of the
Bonus Issue, adjustment was made to the number of Shares
subject to the share option (the “Outstanding Options”)
granted by the Company pursuant to the Employee Share
Award Scheme which remained outstanding as at 20
June 2014, the date of completion of the Bonus Issue. In
accordance with the rules of the Employee Share Award
Scheme, the Board approved, a bonus issue of 1 share award
for every 1 Outstanding Option which remained outstanding
as at 20 June 2014.

The related weighted average market price at the time of

exercise was HK$8.37 per share.
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11. e A4t )
(i) A SE AR ) (47)

REE—RAERA =+ H MRS
£ P4 55l B 09 380 J A £ o

BE_Z-HEANA=ZTHIEAHEA
For the six months end 30 June 2015

11. SHARE-BASED PAYMENT (Continued)

(i) Share awards movement (Continued)

Share awards outstanding as at 30 June 2015 have the following

expiry dates and exercise prices:

T
BRI A SEIRD
Fr T
Exercise price CEBEENE (FH)
in HK$ per Number of awards vested
ZH H Expiry date share award (thousands)
“ER A e SRS
2015 2014
“ZF—tHF=H=+—H 21 March 2017 3.19 4,168 4,168
“E - NESHZ+RHE 26 September 2018 0.70 4,100 4,100
“EF = ) ENLHZHRH 26 September 2018 3.19 36,132 36,132
44,400 44,400

12. ® 5 R ofb BEAY Rk

12. TRADE AND OTHER PAYABLES

iy
As at
C Sk T R4
AA=Z+H +ZA=+—H
30 June 31 December
2015 2014
ANR¥TF I ANRHT T
RMB’000 RMB 000
RIRE RE
Unaudited Audited
B 5 ME T HESR Trade payables 122,199 40,818
HHE K Advance from customers 237,764 225,056
43 18 AR R 2 AR AE i 4 Deferred gain on partial disposal

of Jilin Sichang — 193,590

JRE AT R AU AR B A 4R T Cost of construction and purchase of
equipment payable 107,451 150,697
Ry ) AT R Amount payable of related parties 144,123 135,906
JRE A+t 42 4 Deposit payables 144,901 125,759
JRERT - 88 P 4 Accrued reimbursement to distributors 66,590 94,301
JERT 2 S AL AL Accrued performance bonus to directors 95,600 66,800
HoAth A B TE Other taxes payable 8,278 19,972
JE AT S (B AL Value added tax payables 15,255 14,710
A A AR AR Other payables 73,973 37,775
1,016,134 1,105,384

NEBEZREEERAT
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BEZR-HEAA=THIEAEA
For the six months end 30 June 2015

12. ® 5 K oAb EATHR X (42) 12. TRADE AND OTHER PAYABLES (Continued)
A-E—TENA=Z=TH > G5 EMIE As at 30 June 2015, the ageing analysis of the trade payables based on
AR B B L H B ERES A AR invoice date was as follows:
S
As at
S AT
AA=Z1TH  +ZHA=1—H
30 June 31 December
2015 2014
AR¥TFo AR¥TFT
RMB 000 RMB 000
RIBE RN
Unaudited Audited
B 5 RE AT Trade Payables
6fE A A Within 6 months 119,641 36,736
6% 121 A 6 to 12 months 512 102
VAR B More than 1 year 2,046 3,980
122,199 40,818

Sihuan Pharmaceutical Holdings Group Ltd.
Interim Report 2015
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13. R

BEZR-HEAA=THIEAMEA
For the six months end 30 June 2015

13. OTHER LIABILITIES

S
As at
—FhA e Sl Ki
NEESTEE FFEEEF—E
30 June 31 December
2015 2014
AR#F ARHTF I
RMB 000 RMB 000
Unaudited Audited
B S HE Y IR LUK 25 (a) Deferred revenue for sales of
distribution right (a) 76,890 102,369
0 2 UM A B (b) Deferred government grants (b) 34,518 83,881
111,408 186,250
B B Less: current portion
B S RERY IR IT U 25 (a) Deferred revenue for sales of
distribution right (a) 31,108 32,107
0 2 UM AR B (b) Deferred government grants (b) 18,143 64,231
49,251 96,338
FE R BT Non-current portion 62,157 89,912

@ S BT B B 5 R
05 45 5 B EL KO B B -
ol e R O A T
i -

(b)  HARWUEESIE - BRSS K S Al
B () BURF A B O ESE WA LK BTl
B ARG - RGN E S T
FHME o

BLAEYIE ~ W Bt e B W2 A9 R 4
B 1 AT B T 4 0 R 4 AR
ARG AT g RANR o BT R ) H At
A S 1 T R S T AR A A A T
T RAM o

(@) It represents the cash advances received for sales distribution
rights of certain pharmaceutical products to distributors for 5
years. The revenue is recognised in the consolidated statement of

comprehensive income based on straight line basis.

(b) It represents the deferred income of government grants received
for the construction of property, plant and equipment and other

subsidies received subject to fulfilment of certain obligations.

Government grants received for the construction of property plant
and equipment will be credited to the consolidated statement of
comprehensive income on a straight-line basis over the expected lives
of the related assets. Other subsidies received will be credited to the
consolidated statement of comprehensive income after the fulfilment of

relevant obligations.

NEBEZREEERAT
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For the six months end 30 June 2015

14. BERH 14. OPERATING PROFIT
T A IR G R R B A& ETEE An analysis of the amounts presented as operating items in the financial
I Hr o information is given below.
BENA=THIEANHEA
Six months ended 30 June
R AL ZE A
2015 2014
AR ANREF T
RMB000 RMB’000
R RICH N
Unaudited Unaudited
H o S Sale of distribution right 19,166 16,053
it AN Rental income 655 1,937
A A Other income 19,821 17,990
B — T OB 2 R A Wi (B 19) Gain on disposal of a subsidiary (Note 19) 547,048 —
R A Bl Government grants 64,160 242,193
At Others 4,048 1,890
oAb zs — 4 Other gains - net 615,256 244,083
Pr8s Kt Depreciation and amortization 72,659 99,341
FEE B 52 Research and development expense 94,317 43,496

Sihuan Pharmaceutical Holdings Group Ltd.
Interim Report 2015
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BE—F FEAN =B AR

For the six months end 30 June 2015

15. Bifa Bt b 5 15. INCOME TAX EXPENSE
ES U RENE R T The income tax expense of the Group for the Period is analysed as follows:
BEAA=ZTHIEAEA
Six months ended 30 June
e S K TR
2015 2014
AR AR T
RMB’000 RMB000
RAGEFM REEFH
Unaudited Unaudited
BUHABLIE - Current tax:
39 Ay i 1 g B A I Current tax on profits for the period 197,385 175,167
I 391 750 0 4 Total current tax 197,385 175,167
RIEHLIA - Deferred tax:
IR 7 S 7 AR T3 [l Origination and reversal of temporary
differences 43,149 11,488
SR I AR A Total deferred tax 43,149 11,488
B3 B pH % Income tax expense 240,534 186,655
e 45 o B S T e 9 I S R A A B4 Income tax expense is recognised based on management’s estimate of
FF) T 49 o0 48 - 289 4 2 T 45 B R 10 1 5t T weighted average annual income tax rate expected for the full financial
fERd year.

NEBEZREEERAT
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BEZR-HEAA=THIEAEA
For the six months end 30 June 2015

15. DB ()
@) BBz

(@

(i)

(iii)

(iv)

AR

Ao FR A R B
IR AL TR (= % —
) o

(R

A A4 4 A 0 0 S A A
VA MR B A > AR
) 4 R A0 A A o A AR B (2
T4 - 4E) -

v 80 A S B A5 o B £
FIfl)

o 4 S BT R )G A 4R
BLIRFHE T 25 2 7] 4 o 8 )
ARBLICA TR - I A
AT RBL & 53 ZH AR B
AR HIROR F A A

A SR B BB B A R 2
(GiE PN e R G
Bk )% 25% B BL R 1 € K
B EPTBL -

AR B 1) B B A
A A G - H
W ZEMBARR-Z
— HAEE 15% 1Y B BB R
RAFEHEH -

PR 14 1 1 4 v [ FE AT B

RIS B BB AR > R
HE RO A FL L R E
JNAE— F — H A% 7 A 0 i A
1) B £ 7 4 IR 1B S ZE AR
A 10% ROFEINBL o i S
ey R L VAR P
Hh I B A T T T
PR iR I B
BN 10% WE 5% -
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15.

INCOME TAX EXPENSE (Continued)

(a)

Income tax expense

)

(ii)

(ii1)

(iv)

Bermuda profits tax

The Group has not been subject to any taxation in Bermuda
for the Period (2014: nil).

Hong Kong profits tax
The Company has not been subject to Hong Kong profits

tax as the Group had no assessable profit arising in Hong
Kong for the Period (2014: nil).

PRC corporate income tax (“PRC CIT”)

PRC CIT is payable on the assessable income of the
companies in the PRC now comprising the Group, adjusted
for those items, which are not assessable or deductible for
PRC CIT purposes.

The PRC subsidiaries of the Group have determined and
paid corporate income tax in accordance with the Corporate

Income Tax Law of the PRC at a tax rate of 25%.

Certain PRC subsidiaries of the Group were qualified as
high-tech enterprises. Accordingly, those subsidiaries’
corporate income tax for 2015 was provided at a preferential

tax rate of 15%.

PRC withholding tax on retained profits

According to applicable PRC tax regulations, dividends
distributed by a company established in the PRC to a foreign
investor with respect to profits derived after 1 January 2008
are subject to a 10% withholding tax. If a foreign investor
is incorporated in Hong Kong and meets the conditions
or requirements under the double taxation arrangement
entered into between the PRC and Hong Kong, the relevant

withholding tax rate will be reduced to 5% from 10%.
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BEZR-HEAA=THIEAMEA
For the six months end 30 June 2015

16. HEBEA 16. EARNINGS PER SHARE
(a) HEA (a) Basic
o JE A g | H A v A A\ E AN Basic earnings per share is calculated by dividing the profit
i A1) B DA IR B B4 7305 AR T attributable to owners of the Company by the weighted average
Bt E o number of ordinary shares in issue for the Period.
BEAH=ZTHIEAMA
Six months ended 30 June
et L 2 T
2015 2014
Unaudited Unaudited
(E4t)
(Restated)
EN/NEIE ZEDN T Profit attributable to owners
(ANR¥TT) of the Company (RMB’000) 1,451,550 823,384
W IR A AT = Weighted average number
i) B AT E A Ak of ordinary shares in
JIAREY- 223 P S (T ) issue for basic earnings
per share (000)* 10,364,182 10,362,542
g IR A LA Basic earnings per share
(FBAR¥) (RMB cents per share) 14.01 7.95
& AERE-F-MER-F -1 & The weighted average number of ordinary shares for the purpose of
FEANR =4 A RS A 15 R calculating basic earnings per share for the six months ended 30 June 2014
AT T B B A T A S 18 and 2015 have been retrospectively adjusted for the effect of the bonus issue
JBd > EREA RN AR % — AR of the Company on 20 June 2014.
AR A HAEATAL R B AT ) AL M
BT BIETB W
(b) #h (b) Diluted
R A A 2 A0 A A A 4 There is no dilution to earnings per share for the Period because
iR €21 AR v R v B A there was no potential dilutive ordinary shares issuance existing for
FECHE V2 AR S TR SRR A 2 A o the Period. The diluted earnings per share equal the basic earnings
per share.

NEBEZREEERAT
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BEZR-HEAA=THIEAEA
For the six months end 30 June 2015

17. BB

17.

DIVIDEND
BEAA=+HIEAMA

Six months ended 30 June

HEF R E RS W AR 149 Proposed interim dividend of RMB1.4 cents

(ZF & AR¥1349))

—FhA —F g

2015 2014

ANREETFIL AR¥F

RMB’000 RMB 000

KRB RECH

Unaudited Unaudited

(2014: RMB1.3 cents) per ordinary share 145,099 134,734

ERGR _EF—-AFEAA=ZT—HER
FHEE SR AR L4 (BE ZF
—WENA=ZFTHIEASEA - ARW13
o) s KR ZFE— AU A = H 8
HBIAFRF—FENLA+ LA LS
AN T A B A2 SR o v AR
BN R 145,099,000 TG i A 7 AR H 1 A
HErgERAAR HgRizE %
—HEF+ZA =+ A LEENGEHT
B AT -

Sihuan Pharmaceutical Holdings Group Ltd.
Interim Report 2015

An interim dividend of RMB1.4 cents per Share (for the six months
ended 30 June 2014: RMB1.3 cents) was proposed by the Board on
31 August 2015. It is payable on or around 23 September 2015 to
shareholders of the Company who are on the register of members of the
Company on 17 September 2015. The interim dividend which amounted
to RMB145,099,000 has not been recognised as a liability in this interim
financial information. It will be recognised in the consolidated financial

statements for the year ending 31 December 2015.
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18. XA B

RoZE—HAENA=ZTH > RERNE
SEA =5 AR 45 A0 A B 90,740,000
T I 5 070,79 WO B AEE 5 I B
30T A 4% T HE o I ZE S 1 R A

BE_Z-HEANA=ZTHIEAHEA
For the six months end 30 June 2015

18. BUSINESS COMBINATION

On 30 June 2015, the Group acquired 70.7% of the equity interest
of Beijing Boren from an independent third party for a total cash
consideration of RMB90,740,000 and obtained control of Beijing Boren.

The detail information of the businesses acquired are summarised as

A follows:
et
W B 44 Name of acquired entity Beijing Boren
B S TS
AA=Z+H
Wi H 31 Acquisition date 30 June 2015
ABRW T
RMB000
RAE : Consideration:
-C&5B 4 — Cash, settled 90,740
— MR B4 — Cash, outstanding —
AW Total consideration 90,740
MR T ) o M £ B Recognised amounts of identifiable assets
FTHE R 4 acquired and liabilities assumed
i 5 2 - Provisional fair value
B BB EEY) Cash and cash equivalents 1,052
ERN & Property, plant and equipment 121,989
el g Inventories 1,832
B 5 I Fopth E ik I Trade and other receivables 300
B 5 RIS FIH Trade and other payables (24,236)
=Y Borrowings (2,000)
R ik ) Y Total identifiable net assets 98,937
FEFe b 25 Non-controlling interest 28,989
Lk Goodwill 20,792
90,740
CHUEEB M BLARH Outflow of cash to acquire business,
R T OB 4 net of cash acquired 89,688

AR HE 47 5 5 B Wk F > AR
N A e L Al At B T
PR 45 £ RRIN P R WO 2 5 365 7E
HE B A o R B AR > 2R AT R O
S+ A A RAERT -

As at the date of approval of these consolidated financial statements,
the Group had not yet finalised the assessment on the above fair values
of the identifiable assets acquired as well as the liabilities assumed and
any resulting goodwill or gain on bargain business acquisition. These
are subject to revision within 12 months from the respective date of
acquisition.

NEBEZREEERAT
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BEZR-HEAA=THIEAEA
For the six months end 30 June 2015

19. Hif i B 2 4508 BLAL

WoF——EL A AR

19. DISPOSAL GROUP HELD-FOR-SALE

In July 2011, the Group entered into an agreement with an independent

SHIMEERT LB EHED - 8
B LS REUREAEAR
637,500,000 7C A & 1 i i 5 Ak R
50.0% i A HE o FRCHE 1 508 1% 23 7 0 4 o
B o SRR RS AR TR A RE 1 19.09%
(M5 — WA 1) }31.0% (5 = K&
B 1) o SEMS0.0% 9 FBEHE B GE 1R > K
P 6 ey A 4 T S Ly SR R () 4 ) o
REZFE——F+—H - HEHEER19.0%
Je At B 4 R A N R 242,250,000 TG
g > Hoep LR 100,000,000 TEE S
T AU © 19.09 BEAE A A1 B A A
EE A R 193,590,000 76 2 [H] /Y 25 48 A
MR IR AL U 45

AT E—ZE—HTH s AR
LRENFAEHE REEERE —F
—EFZA =+ — A IR R R
FE AR B RA B AR 2 1R 15 60 1l 3
HZHEMBREAH R F—=F 12
A=Z+t—H> AEERERNRESR
81.09% I JEHE o AR A R S | T B30
B R EAS 1218 A R e FUL
RoFE—=Z4+ A =+—H Bk
i B R TR B - TS AR
BEMEBEH 2 A ERE

MR-FE—-HE-ALH > AEBE LK
PR LR UEES K
JEE B REEE RS TIEERFRE
FRR-F-RFE—AEMR - Bl &
MR EE &R R = F—E
A=+—HESIBFELE -

B o AR 5T U LU RS R AR
VU 50.09% Mt 45 (R > 35 AR R R
RAEBMOABEAE  HEKZAAR
W 547,048,000 76 - A B A 2 T A
RINHERR

Sihuan Pharmaceutical Holdings Group Ltd.
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third party, Shandong Buchang (the “Agreement”). Pursuant to the
Agreement, Shandong Buchang will conditionally purchase 50.0% equity
interest in Jilin Sichang for a cash consideration of RMB637,500,000.
The transfer of equity interest will be completed by 2 steps, which
represent 19.0% (“First Disposal”) and 31.0% (“Second Disposal”) equity
interest of Jilin Sichang respectively. After completion of the 50.0%
transfer of equity interest, Jilin Sichang will be jointly controlled by
the Group and Shandong Buchang. In November 2011, a 19.0% equity
interest of Jilin Sichang had been transferred at a cash consideration
of RMB242,250,000, of which an amount of RMB100,000,000 has
been received in 2011. The difference between the consideration of the
19.0% equity interest and value of the equity interest amounting to
RMB193,590,000 was recorded as deferred gain.

On 2 January 2013, the Group and Shandong Buchang mutually agreed
to extend the Second Disposal to an eatlier date between 31 December
2014 and the 60th business day after Shandong Buchang consummated
the initial public offering in the PRC. As at 31 December 2013, the
Group owned 81.0% equity interest in Jilin Sichang and the executive
directors of the board of the Company are of the opinion that the Second
Disposal will be completed within 12 months. Accordingly, the deferred
gain was reclassified as current liability and the assets and liabilities of

Jilin Sichang were presented as held for sale at 31 December 2013.

On 5 January 2015, the Group and Shandong Buchang entered into a
supplemental agreement to finalise the Second Disposal, and the Second
Disposal was completed in January 2015 after finalisation of certain legal
procedures. Accordingly, the assets and liabilities of Jilin Sichang were

presented as held for sale at 31 December 2014.

During the Period, the Group completed the disposal of 50.0% equity
interest of Jilin Sichang to Shandong Buchang, which resulted in Jilin
Sichang became a joint venture of the Group. A disposal gain amounting
to RMB547,048,000 was recognised in the condensed consolidated

statement of comprehensive income.
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20. A58 v o RE 2 B 4 Wl Bt

AR i 5

WA > A A i B b 5T Y B i B R
B AR A H (T BT R D) B
hazam i M BEE RE A AR
4,310,000 7C © W HT R —F—TAEA A
1 H 2 R T Ay R R g A O (b
) A PRA (T KRR ) o 9 3 il 22
TR R R T 2 A\ R 3,517,430.70
TG o A S B e R 9 HE FRORE 45 1 3D B A
[H3,517,430.70 70 L AR/ R A A TEAG
HE 22 130 B N R H792,569.30 78 ©
AT S I8 R 1 T AT R £ 5 T SR A D
A ARG S A S R T

20.

BE_Z-HEANA=ZTHIEAHEA
For the six months end 30 June 2015

CHANGES IN OWNERSHIP INTERESTS IN
SUBSIDIARIES WITHOUT CHANGE OF CONTROL

During the Period, the Company acquired 43.1% additional equity
interests in Beijing Sihuan Haisikang Electronic Medical Technology
Co., Led.* (b 3% 0 BR Vg 17 R 36 - B R AL M1 A PR3 7)) (“Haisikang”)
at a consideration of RMB 4,310,000. Haisikang changed its name
to Yilukang Health Management (Beijing) Co., Led.* (5 i e fek 5t
FHH JLE) HIRAR) (“Yilukang”) on 17 June 2015. The carrying
amount of the non-controlling interests was RMB 3,517,430.70 on the
acquisition date. The Group recognized a decrease of non-controlling
interests amounting to RMB 3,517,430.70 and a decrease of equity
attributable to owners of the Company amounting to RMB 792,569.30.
The impact of the change in ownership interests of Yilukang during the
Period on the equity attributable to owners of the Company is shown

below:

R-F—H4E
AH=1H
As at
30 June 2015
ARH T
RMB’000
REE;
Unaudited
OIS B  7 HE  ( Carrying amount of non-controlling
interests acquired 3,517
O A T PR £ (1 Consideration paid to non-controlling interests 4,310
JARERR T RERR B R A O MBS 2 Excess of consideration paid
recognised within equity 793

*  For identification purpose only

NEBEZREEERAT
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For the six months end 30 June 2015

21. A& 21. COMMITMENTS
(a) BEAAYE (@ Capital commitments
RECE IR E RTLE M R EANE Capital expenditure contracted for at the end of the reporting
AHZUNF - period but not yet incurred is as follows:
iy
As at
—E—HAE TR U4
AR=Z+H +ZH=1—H
30 June 31 December
2015 2014
ANR¥TF T ABWT T
RMB’000 RMB'000
KA EF REF
Unaudited Audited
ES Y& Property, plant and equipment 316,480 215,150
BRINE G B R Commitment of additional capital
injection to Renfang Medical 140,945 154,124
L Hb A I RE Land use right — 58,179
L g E Intangible assets - product
— B development in progress 129,847 18,447
587,272 462,900

Sihuan Pharmaceutical Holdings Group Ltd.
Interim Report 2015
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21. 7R )

(b) REBMERSE
45 AL T SR A L5 Bk
HELTRAEYE - HEHRA
—F AR H A% O Sl 4
B L5 0 R A 40

AR A AT S A0 L B Ao 9 R

BEZR-HEAA=THIEAMEA
For the six months end 30 June 2015

21. COMMITMENTS (Continued)

(b) Operating lease commitments

The Group leases various office premises under non-cancellable
operating lease agreements. The lease terms are between 1 and 5
years and the majority of lease agreements are renewable at the end

of the lease period at market rate.

The future aggregate minimum lease payments under non-

A SR cancellable operating leases are as follows:
S
As at
R R “E—E
AAZ+H  +ZA=+—H
30 June 31 December
2015 2014
ANBH T AR T T
RMB’000 RMB000
PN REY
Unaudited Audited
—4EPIA No later than 1 year 1,382 975
Later than 1 year and no

— DL WAL later than 2 years 1,003 1,166
MAERL B Later than 2 years 279 300
2,664 2,441

NEBEZREEERAT
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BEZZ-HFEAAZTHIEAMEA

For the six months end 30 June 2015

22. WBHRS

BRI RE 12 (RE ST S GRTEAL) &R S0
55 S T e A M < T 9B R R
Sh MBEZFE—HEANA=THIEA
fRH > A5 B S AT K BB 7 2 5 o

(a) HEHFLAREHEHE

22. RELATED-PARTY TRANSACTIONS

Except for the information as disclosed in Note 12 (accrued performance
bonus to directors), directors” and senior management’s emoluments
disclosed as follow, the Group had no other material transactions with

related parties for the six months ended 30 June 2015.

(a) Directors’ and senior management’s emoluments

BEAA=ZTHIEAMA

Six months ended 30 June

“gEE BN
2015 2014

ARHFo NBRWFor

RMB000 RMB’000

Unaudited Unaudited

i 812 362
W 4,082 1,050
BERAEAL Performance bonuses 28,800 24,800
33,694 26,212

23. &L HBIH

(@ A BRI B RS R B T
17

by AEHAKEBREAPHERE R
NII£: 3 N N

Sihuan Pharmaceutical Holdings Group Ltd.
Interim Report 2015

23. EVENTS OCCURRING AFTER THE BALANCE

SHEET DATE

(a)  Details of the interim dividend proposed are given in Note 17.

(b)  The Group had no significant events after the balance sheet date up

to the date this Interim Report.
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