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Corporate Information

DNREHR

AUTHORIZED REPRESENTATIVES

Mr. Lin Ou Wen
Mr. Luk Ting Fung
(appointed with effect from 13 June 2016)
Mr. Kung Wai Chiu, Marco
FCPA (Practising), FCCA, FTIHK, ACIS, ACS and CTA (HK)
(resigned with effect from 13 June 2016)

AUDIT COMMITTEE

Mr. Zhang Jie (Chairman)

(appointed with effect from 30 June 2016)
Mr. Zhang Xue Wen

(appointed with effect from 30 June 2016)
Mr. Wu Cheng Han

(appointed with effect from 30 June 2016)
Mr. Lam Yat Cheong (Chairman)

(resigned with effect from 30 June 2016)
Mr. Liu Jun

(resigned with effect from 30 June 2016)
Mr. Du Jian

(resigned with effect from 30 June 2016)

REMUNERATION COMMITTEE

Mr. Zhang Jie (Chairman)

(appointed with effect from 30 June 2016)
Mr. Lin Ou Wen
Mr. Zhang Xue Wen

(appointed with effect from 30 June 2016)
Mr. Wu Cheng Han

(appointed with effect from 30 June 2016)
Mr. Lam Yat Cheong (Chairman)

(resigned with effect from 30 June 2016)
Mr. Liu Jun

(resigned with effect from 30 June 2016)
Mr. Du Jian

(resigned with effect from 30 June 2016)

EEREK

MRERS S A
PEEsR S

(B =F—NFNA+=HEEZT)
L s A

FCPA ($1#), FCCA, FTIHK, ACIS, ACS % CTA (Z/&)

(B1 =B NFNH A+ = HAEBE)

BEREES
RESRLE (L)

(1 —F—NF A=+ HEEZT)
REXSEE

(= F—NFNA=1HEEZT)
RkE 5L

(= F—NFNA=+HEEZE)
MASSEE (FE)

(1 —F—NFNA=1HEFE)
BIESEE

(= F—NFNA=1HEFFE)
TSt

(1 = F—NF A=+ HEFE)

¥EES

SRERLE (L)

(1 —F—NFNA=1HEEZT)
MBS
REX A

(= F—NFNA=+HEEZE)
Rkt

(B —F—NF A=+ HEEZT)
MBEEXE(FE)

(1 —F—NFNA=1HEFE)
BESEL

(1 = F—NF A=+ HEFE)
TRt

(1 —F—NFNA=1HEFE)

Wauyi International Pharmaceutical Company Limited e Interim Report 2016



NOMINATION COMMITTEE

Mr. Lin Ou Wen (Chairman)
Mr. Lin Qing Ping

(retired with effect from 2 June 2016 and
appointed with effect from 30 June 2016)

Mr. Zhang Jie

(appointed with effect from 30 June 2016)

Mr. Zhang Xue Wen

(appointed with effect from 30 June 2016)

Mr. Wu Cheng Han

(appointed with effect from 30 June 2016)

Mr. Lam Yat Cheong

(resigned with effect from 30 June 2016)

Mr. Liu Jun

(resigned with effect from 30 June 2016)

Mr. Du Jian

(resigned with effect from 30 June 2016)

AUDITOR

Crowe Horwath (HK) CPA Limited
Certified Public Accountants

SOLICITOR

Gallant Y. T. Ho & Co.

PRINCIPAL BANKER

Bank of Communications Co., Ltd.

REGISTERED OFFICE

Floor 4, Willow House

Cricket Square, P.O. Box 2804
Grand Cayman KY1-1112
Cayman Islands

Corporate Information

@

REREE

MBS (/)
B4

(ES'*“ —NFENAZHERE LA

ZE—NFNA=ZHEBEZF)
REESTA

(= F—NFNA=+HEEZE)

REX L

(1 —F—NF A=+ HEEZT)

RkEEE

(1 —F—NFNA=1HEEZT)

MBEERE

(1 = F—NFNA=1HEFE)
BE xS

(1 = F—NF A=~ HEFE)
st

(1 —F—NFNA=1HEFE)

LR

BEEE (B8 SRt EBMERA
HEBATED

FREm

BN =T
EERERRT
IRIRITI AR A A
AP ER

Floor 4, Willow House

Cricket Square, P.O. Box 2804

Grand Cayman KY1-1112
Cayman Islands

RREMREXERAT o —B—RFEHHRE

3



Corporate Information

ARIER

PLACE OF BUSINESS =E ik
Unit 1113, 11/F, North Tower EXNBE
Concordia Plaza B2

1 Science Museum Road RIEEEE 155
Tsimshatsui East, Kowloon BEESILE
Hong Kong 1111113 E

SHARE REGISTRARS AND TRANSFER BHEFERLE
OFFICES

Principal share registrar and transfer office R8P B

Royal Bank of Canada Trust Company Royal Bank of Canada Trust Company
(Cayman) Limited (Cayman) Limited

4th Floor, Royal Bank House 4th Floor, Royal Bank House

24 Shedden Road, Geroge Town 24 Shedden Road, George Town

Grand Cayman KY1-1110 Grand Cayman KY1-1110

Cayman Islands Cayman Islands

Hong Kong branch share registrar and transfer 178 Zim &85

office
Computershare Hong Kong Investor Services BEPREBEHELERAR
Limited
Shops 1712-1716, 17th Floor BBELT
Hopewell Centre SRABHR1835%
183 Queen’s Road East AMAFBNT7 1
Wanchai, Hong Kong 1712-1716 524
STOCK CODE BRAD AR
1889 1889
WEBSITE A1t
www.wuyi-pharma.com www.wuyi-pharma.com

4 Wauyi International Pharmaceutical Company Limited e Interim Report 2016



Report on Review of Interim Financial Statements

TO THE BOARD OF DIRECTORS OF

WUYI INTERNATIONAL PHARMACEUTICAL
COMPANY LIMITED

(Incorporated in the Cayman Islands with limited
liability)

INTRODUCTION

We have reviewed the interim financial
statements of Wuyi International
Pharmaceutical Company Limited (the
“Company”) and its subsidiaries (together
the “Group”) set out on pages 9 to 35,
which comprise the condensed consolidated
statement of financial position as at 30
June 2016 and the related condensed
consolidated statement of profit or loss and
other comprehensive income, condensed
consolidated statement of changes in equity
and condensed consolidated statement of cash
flows for the six-month period then ended and
explanatory notes. The Rules Governing the
Listing of Securities on The Stock Exchange
of Hong Kong Limited require the preparation
of a report on interim financial information to
be in compliance with the relevant provisions
thereof and Hong Kong Accounting Standard
34 “Interim Financial Reporting” (“HKAS 34”)
issued by the Hong Kong Institute of Certified
Public Accountants. The directors of the
Company are responsible for the preparation
and presentation of these interim financial
statements in accordance with HKAS 34.

Our responsibility is to express a conclusion on
these interim financial statements based on our
review and to report our conclusion solely to
you, as a body, in accordance with our agreed
terms of engagement, and for no other purpose.
We do not assume responsibility towards or
accept liability to any other person for the
contents of this report.
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Report on Review of Interim Financial Statements

REF P M B RRME

SCOPE OF REVIEW

Except as explained in the following paragraph,
we conducted our review in accordance with
Hong Kong Standard on Review Engagements
2410 “Review of Interim Financial Information
Performed by the Independent Auditor of the
Entity” issued by the Hong Kong Institute of
Certified Public Accountants. A review of the
interim financial statements consists of making
enquiries, primarily of persons responsible for
financial and accounting matters, and applying
analytical and other review procedures. A
review is substantially less in scope than an
audit conducted in accordance with Hong Kong
Standards on Auditing and consequently does
not enable us to obtain assurance that we
would become aware of all significant matters
that might be identified in an audit. Accordingly,
we do not express an audit opinion.

BASIS FOR QUALIFIED CONCLUSION

As at 30 June 2016, the Group has paid a
deposit of RMB52,875,000 for the acquisition
of a subsidiary (the “Subsidiary”). The directors
are of the opinion, based on the business
valuation prepared by a PRC valuer engaged by
the vendors, the market value of the Subsidiary
as at 31 October 2015 was approximately
RMB148,505,000 which exceeds the total
consideration amount and that no impairment
on deposit paid for the acquisition of a
subsidiary is necessary.
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Report on Review of Interim Financial Statements

BASIS FOR QUALIFIED CONCLUSION
(CONTINUED)

The business development of the Subsidiary
is still at the early stage and has not yet
commenced any principal activities and
generate sufficient operating cash flow
associated with it. In the absence of information
(a) used in the valuation as of 31 October 2015
provided by the vendors and their valuer and
(b) update for changes up to date of deposit
paid and at the end of the reporting period, we
are unable to obtain sufficient reliable evidence
to satisfy ourselves as to the (i) correctness
of the calculation of the market value of the
Subsidiary; (ii) reasonableness of the bases
and assumptions used by the valuer in arriving
at the business valuation; and (iii) any change
considered necessary in the valuation from
31 October 2015 to the date of deposit paid
and up to end of the reporting period and
consequently as to whether the carrying amount
of the deposit paid for the acquisition of a
subsidiary is fairly stated and disclosed at the
end of the reporting period. Given the inherent
limitations in the scope of our review, which is
by definition substantially less than an audit,
we were unable to reach a conclusion as to
whether the directors’ judgement in this matter
is appropriate. Any adjustments that might be
found to be necessary in respect of the carrying
amount of the deposit paid for the acquisition
of a Subsidiary as at 30 June 2016 would
affect the net assets of the Group as at 30
June 2016 and the Group’s net loss for the six
months ended 30 June 2016, and the related
disclosures in the interim financial statements.
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Report on Review of Interim Financial Statements

REF P M B RRME

In our auditor’s report dated 6 April 2016 on
the consolidated financial statements for the
year ended 31 December 2015, we reported on
the same matter which resulted in a qualified
opinion. Our conclusion on the current period’s
interim financial statements is also modified
because of the effect of this matter on the
comparative figures as at 31 December 2015
shown in these interim financial statements may
not be comparable with the figures as at 30
June 2016.

CONCLUSION

Based on our review, except for the possible
effects of the matter described in the Basis for
Qualified Conclusion paragraph, nothing has
come to our attention that causes us to believe
that the interim financial statements as at 30
June 2016 are not prepared, in all material
respects, in accordance with HKAS 34.

Crowe Horwath (HK) CPA Limited
Certified Public Accountants
Hong Kong, 30 August 2016

Sze Chor Chun, Yvonne
Practising Certificate Number P05049
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Condensed Consolidated Statement of Profit or Loss and Other Comprehensive Income

ERREREREMEEKEE

For the six-month period ended 30 June 2016 #Z =% — 74/~ A =1 H 1E75{E A HiR

Revenue
Cost of sales

Gross profit
Other revenue and net income
Net gain on disposal of property,
plant and equipment
and land use rights
Distribution costs
Administrative expenses
Finance costs
Impairment loss of land use rights
Impairment loss of property,
plant and equipment

(Loss)/profit before tax

Income tax

(Loss)/profit for the period
attributable to owners of

the Company

Other comprehensive
income for the period

Total comprehensive (loss)/

income for the period attributable

to owners of the Company

(Loss)/earnings per share
- Basic and diluted

The notes on pages 15 to 35 form part of this
interim report. Details of dividend payable to
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S
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owners of the Company are set out in note 8.

Note
B E

6a)
60)

6c)

9

Six months ended 30 June
HEANA=THLEAEAR

2016 2015
ZE-RF —T-hF
RMB’000 RMB’000
ARET T ARETT
(Unaudited) (Unaudited)
(RBEX) (ReEz)
171,496 244,602
(145,626) (180,808)
25,870 63,794
1,092 1,714

- 34,962

(9,146) (22,094)
(25,424) (283,435)
(899) (1,105)
(12,786) =
(186,454) -
(207,747) 53,836
48,643 (18,718)
(159,104) 35,118
(159,104) 35,118

RMB(8.5) cents

RMB2.1 cents

AR¥ @57 ARK215

1523 EMM B AN BIREKR 2 —#D - B
B (N AR B AR SR BEN LS
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Condensed Consolidated Statement of Financial Position

AR B BRI &R

As at 30 June 2016 R=T—RFA=+H

Non-current assets
Property, plant and equipment
Land use rights
Intangible assets
Deferred tax assets
Deposit paid for acquisition
of a subsidiary

Current assets
Inventories
Trade and other receivables

Cash and cash equivalents

Current liabilities
Trade and other payables

Secured bank loans
Current taxation

Non-current liabilities
Deferred tax liabilities

Net assets

30 June 31 December
ABA=+H +=-—A=+—H
2016 2015
—E—REF —T—hHEF
Note RMB’000 RMB’000
B 5 AREET T ARBTTT
(Unaudited) (Audited)
(REEEZ) (#Z)
EREBEE
Y - BB k& 571,953 796,531
T A 39,209 52,632
| ARE - -
BIERIBE S E 114,342 64,478
U B — B B A &
Bffke 52,875 52,875
778,379 966,516
REEE
7E 42,052 30,785
Z 5 W TE K&
HiglxmE 11 65,506 142,384
RERBESEZFEY 12 606,475 555,247
714,033 728,416
REEE
B S ENHRIER
HiEfIHRE 13 54,557 94,800
BEMIBITER 14 35,000 35,000
& HTIE 1,810 5,045
91,367 134,845
FEREBEE
BERIEA G 14,684 14,622
BEEE 1,386,361 1,545,465
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Condensed Consolidated Statement of Financial Position @
fE 4R S I BURR &

As at 30 June 2016 R=Z—"FRA=FH

30 June 31 December
AA=+H +=ZA=+—H

2016 2015
—E—REF —T—hF
Note RMB’000 RMB’000
Bt 5 ARET T AREEFIT
(Unaudited) (Audited)
(REEEZ) (18ER)
Equity e
Share capital f& 7R 15 18,527 18,527
Reserves ] 1,367,834 1,526,938
Total equity attributable to AATHEE A
owners of the Company FE{h R 1,386,361 1,545,465
Approved and authorised for issue by the board RZZE—RNFENA=ZTHEEZSHER
of directors on 30 August 2016 and signed on BREETES - WHIA TALTRERES :
its behalf by:
~
Lin Ou Wen Lin Qing Ping
B HEF
Chairman and Chief Executive Officer Executive Director, General Manager
and Chief Operating Officer
FERITHAES, HITEE AR EERE

The notes on pages 15 to 35 form part of this 5 15 % 35 BRI KA BT 2 —2H -
interim report.
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Condensed Consolidated Statement of Changes in Equity

ERGSEREE R

For the six-month period ended 30 June 2016 #ZE =T —7<4F7x A =+ H 1L/~ 18 A £

Attributable to owners of the Company
KATRAAER
Statutory Non-
Share Share Specidl Capttal surplus  dlstributable  Retained

captal premium TeServe TeServe TeServe 6SeIve profts Total

HE v
RE  REEE GRRE  BARE  BBRE  ANEE  REW &
RMB000  RMBOO0  RMB'000  RMBOO0  RMBO00  RMB'OOO  RMB'0O0  RMBI0O0
ARETR ARET ARETR ARBTr ARETR ARETR ARETR ARETR

At 1 January 2015 (audited) W-5-1%-5-A 17098 929538 (124,106) 53000 25227 28,752 299883 1,451,387
(E57)

Proftand total comprehensive BhaiR2EE R

income for the period (REER) - - - - - - %I e

At30 Jung 2015 (unaudited) RZB-157A=1H

(57 7008 92953 (12410 53000 25007 287 3001 1486505
At 1 January 2016 (audted) H=F-7%-A-A
(2%) 1857 980979 (124106 53000 262004 23752 330309 1,545,465

Loss and total comprefensie OMEER2ELER
loss for the period - - - - - - (159,104 (159,104)

At 30 Jung 2016 (unaudited) HoF-RERA=TH
(RiEER) 1857 980079 (124105 53000 262004 28782 172205 1,386,361

The notes on pages 15 to 35 form part of this 5515 % 35 B &Mt s A ANBA TSI RKR 2 — 2B 5 ©
interim report.
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Condensed Consolidated Statement of Cash Flows

Operating activities
(Loss)/profit before tax
Adjustments for:
Interest income
Finance costs
Depreciation of property,
plant and equipment
Amortisation of land use rights
Net gain on disposal of land
use rights and property,
plant and equipment
Impairment loss of land use rights
Impairment loss of property,
plant and equipment

Changes in working capital
Increase in inventories
Decrease in trade and
other receivables
Decrease in trade and other payables

Cash generated from operations
Income tax paid — The People’s
Republic of China (the “PRC”)

Net cash generated from operating
activities

Investing activities
Interest received
Payment for the purchase of
property, plant and equipment
Proceeds from disposal of land use
rights and property, plant and equipment

HRFERERE

For the six-month period ended 30 June 2016 #Z =% — 74/~ A =1 H 1E75{E A HiR

Six months ended 30 June

BERA=THLEAER

2016 2015
—NE —T—AHE
RMB’000 RMB’000

ARETR ARBTT
(Unaudited) (Unaudited)

(REEH) (REE
<<U< Eiﬁ
BrEiAT (B51R) /A (207,747) 53,836
BTIISERE
VN (1,053) (914)
BERA 899 1,105
nE - BEK
RfE0TE 38,182 21,342
T AR 637 713
HE L ERER
ME - BE R E
WEFE - (34,962)
T FERERRERSE 12,786 =
ER VR
REEE 186,454 =
30,158 41,120
EEESEH
FEEM (11,267) (19,694)
B oI R A
EWFIER D 76,878 36,134
B SENZIE R
ERFRRD (40,243) (22,616)
LETHELNRS 55,526 34,944
ERAEH-FEAR
HAE ([HE ) (4,394) (6,025)
EETHELNESFE
51,132 28,919
RETH
BIFIE 1,053 914
BEDE BE
PELoF e (58) (53,935)
HELIFERERDE -
WE RS EOEEHE - 76,489

HREBEXERAT o —F— A FHHBRE

@-
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Condensed Consolidated Statement of Cash Flows

ERGERERER

For the six-month period ended 30 June 2016 #Z—

Net cash generated from
investing activities

Financing activities
Interest paid

New bank loan raised

Net cash generated (used in)/from
financing activities

Net increase in cash and cash
equivalents

Cash and cash equivalents at 1 January

Cash and cash equivalents at 30 June

Analysis of the balances of cash and
cash equivalents
Bank balances and cash

The notes on pages 15 to 35 form part of this

interim report.

T RFRNA=+H LA AR

Six months ended 30 June
BERA=THLEAEAR

2016 2015
—E-RE 0%
RMB’000 RMB’000
ARET T AREFTL
(Unaudited) (Unaudited)
(REER) (REERZ)
RETBHEEN
T8 995 23,468
RETH
BAFE (899) (1,105)
HREMEITER - 20,000
BETH (A EEN
38 (899) 18,895
FHERRLE
B 51,228 71,282
R—B—BAfRE
REEEEY 555,247 480,461
RAB=tHNES
RE£ZEN 606,475 551,743
HeRELE
BYEGDAT
BIEBREES 606,475 551,743

Wuyi International Pharmaceutical Company Limited e Interim Report 2016
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Notes to the Unaudited Interim Financial Statements

REERPHMBRRME

For the six-month period ended 30 June 2016 #ZE =2 —/XF/x A=+ H 1L/ 18 A 4R

GENERAL

Wuyi International Pharmaceutical
Company Limited (the “Company”)
was incorporated and registered as an
exempted company with limited liability
under the Companies Law, Cap.22 (Law
3 of 1961, as consolidated and revised)
of the Cayman Islands and acts as an
investment holding company. Its shares
are listed on the Main Board of The
Stock Exchange of Hong Kong Limited
(the “Stock Exchange”) on 1 February
2007. The addresses of the registered
office and principal place of business of
the Company are 4/F., Willow House,
Cricket Square, P.O. Box 2804, Grand
Cayman KY1-1112, Cayman Islands
and Unit 1113, 11th Floor, North Tower,
Concordia Plaza, 1 Science Museum
Road, Tsimshatsui East, Kowloon, Hong
Kong respectively. The principal activities
of its principal subsidiaries are the
development, manufacturing, marketing
and sales of pharmaceutical products.

The unaudited interim financial
statements are presented in Renminbi
(“RMB”), rounded to the nearest
thousand except for per share data. RMB
is the Company’s functional and the
Group’s presentation currency.

—REHR

REBREEFR AR ([AA8]) BIERHR
EHRERREFE22E(—NA—FE=MK
ER - R A REUERT) MK L AR E
RBERAREER—RIEEERAR - &
BORZZEZLF_A—BREBHER
SEER AR ([BRA]) ERET - AR
AR B R & B E B A b 5
A& 4/F., Willow House, Cricket Square,
P.O. Box 2804, Grand Cayman KY1-1112,
Cayman Islands & & NLBER IR BHE
fRE 1 RRAESILE11B1113E « AR
RAETENBRARINEEEE AN SEBEE
mAE - 2iE  MGHERREE -

RAEBERHHUBRRAARE(TAR
W2 MR AAZT T EEREH
BROh o ARBRARE 2SR MAE
Bz 2585 -

RREBEEEGRAT o —ZS—RFHRHRE
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Notes to the Unaudited Interim Financial Statements

REF P M B RRME

For the six-month period ended 30 June 2016 & ZE —=Z—/XF/x A =18 1L/ 18 A 88

2. BASIS OF PREPARATION 2. B

The unaudited interim financial RAESERZ R HAB TSR IR IE B S @ al
statements have been prepared Ae((BBetiiie |)BG s EEet
in accordance with the applicable L?‘EEJJUE/%E.J-’%E'JJ)%M 8 o BB TR
disclosure provisions of the Rules &£ o KPHREOR - BE—RENA=+
Governing the Listing of Securities on B S RETZE o

The Stock Exchange of Hong Kong

Limited, including compliance with Hong

Kong Accounting Standard (“HKAS”)

34 Interim financial reporting, issued

by the Hong Kong Institute of Certified

Public Accountants (“HKICPA”). It was

authorised for issue on 30 August 2016.

The unaudited interim financial B TEER YA = B — N A B B TR SRR i ik
statements has been prepared in He IS BN - RS B TR
accordance with the same accounting ETRE - E—AE Y EEE RS
policies adopted in the 2015 annual IR e HERE - @B IS

financial statements, except for the SEEEAYEES o
accounting policy changes that are

expected to be reflected in the 2016

annual financial statements. Details of any

changes in accounting policies are set

out in note 3.
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Notes to the Unaudited Interim Financial Statements

REERPHMBRRME

For the six-month period ended 30 June 2016 #ZE =2 —/XF/x A=+ H 1L/ 18 A 4R

BASIS OF PREPARATION
(CONTINUED)

The preparation of an interim financial
report in conformity with HKAS
34 requires management to make
judgments, estimates and assumptions
that affect the application of policies
and the reported amounts of assets
and liabilities, income and expenses
on a year-to-date basis. Actual results
may differ from these estimates. The
unaudited interim financial statements
contain condensed consolidated financial
statements and selected explanatory
notes. The notes include an explanation
of the events and transactions that
are significant to an understanding of
the changes in financial position and
performance of the Group since the
2015 annual financial statements. The
condensed consolidated interim financial
statements and notes thereon do not
include all of the information required for
full set of financial statements prepared
in accordance with Hong Kong Financial
Reporting Standards (“HKFRSSs”).

The interim financial report is unaudited,
but has been reviewed by Crowe
Horwath (HK) CPA Limited in accordance
with Hong Kong Standard on Review
Engagements 2410, Review of interim
financial information performed by the
independent auditor of the entity, issued
by the HKICPA. Crowe Horwath (HK)
CPA Limited’s independent review report
to the Board of Directors is included on
pages 5 to 8.

imBLELE ()

REEESHERIE 45 - BREERE
B TS S e TR 2 AE AT - AR
& B - AERRE R EEEN
R BERBBENEFEEZALLZEA
M KR E RS - BIRERAEEA BN
ZEhET o REEZT M BHwR BREE
AR & AT RaR RO B 2 FRIEMTRE - Mo
BREAE-Z-RFZFENMBHRIEAL
HERBAEE M BAHN KRR 2 E BT =
BEE2ZBRER5ZHE - RNEREE
FP A S SRR S EL e PR S S B AR P
BRBEEVHREER([FERBERE
R ) MARHBOHMBIHRKRAF 2 —E
e

REIS RS RE R BEREE S
H(EB)CTMELHMERQAABES
e ASEM 2 BB EMREEN S
241 O SRIB L 2 Z AT IR 75 1= B B
EITEH BESECEBEE(ES) S
STENERSATBER AR B AR EHN
$E5E8H

HREBEXERAT o —F— A FHHBRE
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Notes to the Unaudited Interim Financial Statements

REF P M B RRME

For the six-month period ended 30 June 2016 & ZE —=Z—/XF/x A =18 1L/ 18 A 88

BASIS OF PREPARATION
(CONTINUED)

The financial information relating to the
financial year ended 31 December 2015
that is included in the unaudited interim
financial statements as comparative
information does not constitute
the Company’s statutory annual
consolidated financial statements for
that financial year but is derived from
those financial statements. The statutory
financial statements for the year ended
31 December 2015 are available from the
Company’s registered office. The auditor
has expressed a qualified opinion on
those financial statements in their report
dated 6 April 2016.

CHANGES IN ACCOUNTING
POLICIES

The HKICPA has issued a number of
amendments to HKFRSs that are first
effective for the current accounting
period of the Group. Of these, the
following amendments are relevant to the
Group:

. Annual Improvements to HKFRSs
2012-2014 Cycle

o Amendments to HKAS 1, Presentation
of financial statements: Disclosure
initiative

The Group has not applied any new
standard or interpretation that is not
yet effective for the current accounting
period.

imBLELE ()

RAEEZDPUBREABEARNBE—T
—hAF+Z A=+ HILMBFE 2%
ER(ERLBRER) X THEAARRR
S BEE EEFERE P ]RE -
TR EREMBEHRER - BE_FT—0F
TZA=T—HUEFEOEEM BRI
AN R GEM 3 5 AT R ERB] - AXERARE 7
R REMANBHEZ REHZEY
BHRERBEREER

FHBEZ D

EEEEMAGEEM—RIRAEER
SR ERER 2 EEMERE LN 2
fE&] » R T2 BT RALE AR

. BB IR ER20122 201485
EFHE

o EBEBEGERIEVR(ET L)Y R
Kuy25) - KEEFE

ANER B i R FE A AN & S AR R AR
EVE(I#TR] RS2
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Notes to the Unaudited Interim Financial Statements

REERPHMBRRME

For the six-month period ended 30 June 2016 #Z =% — 74/~ A =1 H 1E75{E A HiR

CHANGES IN ACCOUNTING
POLICIES (CONTINUED)

Annual Improvements to HKFRSs
2012-2014 Cycle

This cycle of annual improvements
contains amendments to four standards.
Among them, HKAS 34, Interim financial
reporting, has been amended to clarify
that if an entity discloses the information
required by the standard outside the
interim financial statements by a cross-
reference to the information in another
statement of the interim financial report,
then users of the interim financial
statements should have access to the
information incorporated by the cross-
reference on the same terms and at the
same time. The amendments do not have
an impact on the Group’s interim financial
statements as the Group does not
present the relevant required disclosures
outside the interim financial statements.

Amendments to HKAS 1, Presentation
of financial statements: Disclosure
initiative

The amendments to HKAS 1 introduce
narrow-scope changes to various
presentation requirements. The
amendments do not have a material
impact on the presentation and
disclosure of the Group’s interim financial
statements.

SRR (H)

BBMIERELER 2012 2014 BHIR &
EE

FREIGERSEMNIBRERMER - £
R ERIBE SRR 34 5k IR
& SRR — R E A2 RS b 838t
B3 E T 5 — MR E R A7 A A R
HRIAIMEEZERRERE R - Rl &
TSRO E L B B IE A IRARER
KA —FRER 2R 5| AR &Rt -
F R A 6% [ 3 SR T AR BB A5 SRR DA 25
HEARERE  RRFETHARENF
HIB G EW L

BREFEAE15 (ETAR) - BBHEER
25 - TR

EBGTERE 15 (BFTA) HEE2S
BREETERER] - ZSETHEAER
R I R E N 25 RIBRT EE A
=,

HREBEXERAT o —F— A FHHBRE
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Notes to the Unaudited Interim Financial Statements

REF P M B RRME

For the six-month period ended 30 June 2016 & ZE —=Z—/XF/x A =1H 1L/<1E A 88

SEGMENT INFORMATION

The Group determines its operating
segments based on the internal reports
reviewed by the Group’s chief executive
officer, being the chief operating decision
maker, that are used to make strategic
decisions.

The Group manages its business by
business lines. The Group has only one
reportable operating segment which
is the development, manufacturing,
marketing and sales of pharmaceutical
products. Therefore, there is no
presentation of operating segment
information. In addition, as the Group’s
revenue from external customers and
the majority of the non-current assets
of the Group are located in the PRC, no
geographical information is presented.

During the six-month period ended
30 June 2016 and 2015, no revenue
from transactions with a single external
customer amounted to 10% or more of
the Group’s total revenue.

o RER

AEBRBASETREH (BRELER
RN BEARMAERM AR REETE
EBNHE -

REEREBINDEREER - AEHE
B EARHEEDE - BN ETER
EmFE  50E  migHERREE - S0
B2 EAREDBER © 1O HRA
SERBIATF 2 W kAR IR S
BEMMNTE - HIE 25 (ER R E
#} e

BE_Z—ARFE_ZT—RF~A=1H
LE7NE A HAR A - R ER e — NI P
1T 2R 5 W ek ik 78 55 B 42 U2 A 10% 3k A
J:o
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Notes to the Unaudited Interim Financial Statements

REERPHMBRRME

For the six-month period ended 30 June 2016 #Z =% —7 4/~ A =1 H 1E75 {8 A HiR

REVENUE

The principal activities of the Group
are the development, manufacturing,
marketing and sales of pharmaceutical
products.

Revenue represents the invoiced value
of goods sold by the Group to external
customers after deducting goods
returned, trade discount and sales tax.

Sales of pharmaceutical THE 4

products

AEENETEXBAERMAE & H
SR RIEE -

WatE S AR EHE THINEPHIRER
B ESTHREERRERNERE
(=0

Six months ended

30 June

BERXA=tHLAEAR
2016 2015
—E-RF C—T—-IfF
RMB’000 RMB’000
ARET T ARBTT
(Unaudited) (Unaudited)
(REER) (REEHEZ)
171,496 244,602

HREBEXERAT o —F— A FHHBRE

@
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Notes to the Unaudited Interim Financial Statements

REF P M B RRME

For the six-month period ended 30 June 2016 #ZE =T —7<4F7x A =+ H 1L/~ 18 A £

6. (LOSS)/PROFIT BEFORE TAX

(Loss)/profit before tax is arrived at after
charging/(crediting) the following:

a)

b)

¢)

Finance costs
Interest on bank borrowing

Staff costs
Directors” and chief executive
officer's emoluments
Other staff costs
- Contributions to defined
contribution retirement
plan
- Salaries, wages and
other benefits

Total staff costs™

Other items
Depreciation of property,

plant and equipment**
Amortisation of land use rights
Exchange (gain)/loss, net
Impairment loss on property,

plant and equipment (note 10)
Impairment loss on land use rights

(note 10)
Operating lease payments in
respect of rented premises

Research and development costs*

Cost of inventories*
Bank interest income

a)

b)

c)

6. FRBiAT (B1E),IEF

BT (E518) SaFE M (G A) T3

HE :
Six months ended
30 June
HERA=THIEAER
2016 2015
“Z-RE “T-HF
RMB’000 RMB’000
ARETR ARBFIL
(Unaudited) (Unaudited)
(REER) (REER)
MERA
BITEEFE 899 1,105
SIRA
ESRTBEEME
1,574 1,537
Hi 8 TRA
—TE BRI
ST
2,064 2296
~T%  FEREMEN
14,050 18,088
B TR B 17,688 21,921
HiER
nE - BERRENE
38,182 21,343
T R 637 713
B3 (ki) /BiEFE (12) 1,326
nE - BERRXENRESR
(FizE10) 186,454 -
T RENRESR
(FiizE10) 12,786 =
SREMET N
TERGRS 505 677
TRE R A 2,408 622
FERA! 145,626 180,808
RITFIB A (1,053) (914)
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Notes to the Unaudited Interim Financial Statements

REERPHMBRRME

For the six-month period ended 30 June 2016 #Z =% —7 4/~ A =1 H 1E75 {8 A HiR

(LOSS)/PROFIT BEFORE TAX
(CONTINUED)

Cost of inventories includes
RMB35,678,000 (six-month period ended
30 June 2015: RMB23,778,000) relating to
staff costs and depreciation which amount
is also included in the respective total
amounts disclosed separately above.

Research and development costs includes
RMB2,338,000 (six-month period ended
30 June 2015: RMB596,000) relating to
staff costs and depreciation, the amount
of which is also included in the respective
total amounts disclosed separately above.

INCOME TAX

Current tax — PRC Enterprise & Hifi78 —
Income Tax EFRB
Deferred taxation EETTE

PRC Enterprise Income Tax is
calculated at 25% for the six-
month period ended 30 June 2016
(six-month period ended 30 June
2015: 25%) in accordance with the
relevant laws and regulations in the
PRC.

6. FRBiAT(B1R), IER (F)

7. FF

5
i

FERABERE TR ARTEABNAR
#35,678,000 L (HE=—Z—HF A=+
H1E/ {8 A #R « AR#28,778,0007T) *
ZEETRER EXEBRBNSEEAR
e

MEKARERETRARTEGHEHAR
¥ 2,338,000 L(BE—T—AF~A=1H
LE7N{E A HAR © AR®596,0007T) * % £ %8
ERER FXEBRBENSEERBGE -

B

Six months ended

30 June

BEANA=THIEAREAR
2016 2015
—E-RFE CT—AfF
RMB’000 RMB’000
AR¥ETT ARETT
(Unaudited) (Unaudited)
(REEER) CREEEX)
1,159 13,815
(49,802) 4,903
(48,643) 18,718

BE_T—FARFNA=ZTHILARE
BHAR - PRI RS HRESR
B0 18 B8 A 12 To A 1R kR B B v A 3
R R5%(BE-—ZT—HF A
=+ HIENEAHM : 25%) 51 HF o
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Notes to the Unaudited Interim Financial Statements

REF P M B RRME

For the six-month period ended 30 June 2016 & ZE —=Z—/XF/x A =1H 1L/<1E A 88

INCOME TAX (CONTINUED)

b) No provision for Hong Kong profits
tax has been made as the Group
had no assessable profits in Hong
Kong for the six-month period
ended 30 June 2016 (six-month
period ended 30 June 2015: Nil).

DIVIDENDS

The directors of the Company do not
recommend the payment of an interim
dividend for the six-month period ended
30 June 2016 (six-month period ended
30 June 2015: Nil).

(LOSS)/EARNINGS PER SHARE
a) Basic (loss)/earnings per share

The calculation of basic (loss)/
earnings per share is based on
the loss for the period attributable
to owners of the Company of
approximately RMB159,104,000
(six-month period ended 30 June
2015: profit of approximately
RMB35,118,000) and the weighted
average of 1,880,772,500 ordinary
shares (six-month period ended
30 June 2015: 1,709,772,500
ordinary shares) in issue during the
period.

FriS®i (&)

b) BRAEEBEE_ZT R FRA
=t+HBLIEAREAMEESELEE
s (BE-Z—HFRA=F
B IE7NE A HIRE &) M ERE
ARG H L

RE

ARAREEFEENERBEBRE_T—KF
ANA=1RENE A B S (&
ZZE-RFNA=TH I E A B
) -

ZR(BR) BF
a) SREA(ER)BH

FREKX(EBRE) BT THRES
RNARREIHEE AELEBEERHARE
159,104,000 (BRE =T —HF N
A=+RIEEA M  HEFHA
R¥35,118,0007T ) bA K& BRFEI A 2 3%
1T R hNAEF 980 1,880,772,500
BR(BE—_ET-—AFA=+HIt
7NE B AR ¢ 1,709,772,500 A% iE
B ETE -
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Notes to the Unaudited Interim Financial Statements

For the six-month period ended 30 June 2016 #Z—

(LOSS)/EARNINGS PER SHARE
(CONTINUED)

b) Diluted (loss)/earnings per share

Diluted (loss)/earnings per share
equals basic (loss)/earnings
per share as there were no
dilutive potential ordinary shares
outstanding during both six-month
periods ended 30 June 2016 and
2015.

IMPAIRMENT OF PROPERTY,
PLANT AND EQUIPMENT AND
LAND USE RIGHTS

During the six-month period ended 30
June 2016, as a result of the drop in sales
demand, suspension of production due
to the upgrading and enhancement of
existing production equipment for new
GMP certification and the continuously
deepening of the pharmaceutical
system reform in China, the Group has
experienced significant drop in turnover
and gross profit during the period. The
management of the Group therefore
performed an impairment review of
the recoverable amount related to the
Group’s production facilities of the
factory located in Haixi Commercial
Trading Development Zone in Jianyang
City, Fujian Province, the PRC. For the
purposes of impairment testing, property,
plant and equipment and land use
rights located at the above production
facilities had been allocated to one cash-
generating unit.

gt

10.

REERPHMBRRME

TARFANA=THLNEARRE

Bk (B8R) B (&)

b) BREE(ER) BF

HRBE—Z—R"FR-_ZF—RF
ANAZ=+ B L/ E A R E A R 3
BOTEINEEEE L AR Bk
BE(B1R), BNERSRER
18),/ B e

I - R KRB R L i E R
!

BE-ZRERNA=THLRER - H
RIEEFRTK  RELERBETIHR

MR RS SRt EEE TR RS
% EE » A Ko i B 8 22 15| 2 B A AR
b AEENEZBREMNETRIAARE
K Bitt - AREEEEHEEAKE
ReEEREREmeR L ERER 2 E
A — & TR e A EE AR A E FT MR B £ RR AE
MERSE - SUREARME - RN Ll
ERE2MFE - BERREAR L HEH
BESRE —(ERSELE -
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Notes to the Unaudited Interim Financial Statements

REF P M B RRME

For the six-month period ended 30 June 2016 & ZE=Z—/XF /XA =1H [L/<1E A 88

10.

IMPAIRMENT OF PROPERTY,
PLANT AND EQUIPMENT AND
LAND USE RIGHTS (CONTINUED)

The recoverable amount of the relevant
cash-generating unit was determined
on the basis of value-in-use calculations
which was higher than its fair value
less costs of disposal. Value-in-use
calculations was based on the discount
rate of 12% and cash flow projections
prepared from financial forecasts
approved by the management for the
next five years. The cash-generating unit
cash flows beyond the 5-year period
were extrapolated using a growth rate
of 2%. Other key assumptions for the
value-in-use calculation related to the
estimation of cash inflows/outflows which
included budgeted sales and expected
gross margins during the budget period
and the same material price inflation
during the budget period which had been
determined based on past performance
and management’s expectations for the
market development.

In performing the impairment testing, the
directors of the Company had also made
reference to a valuation performed by an
independent professional valuer, APAC
Assets Valuation and Consulting Limited.

During the six-month period ended
30 June 2016, impairment losses of
RMB186,454,000 and RMB12,786,000
have been recognised in property, plant
and equipment and land use rights
respectively.

10.

W - BE KRB R L ERE 2
B (&)

AR SELE 2 A IRE ST ERE M
BEFELAEE  SREATFERLE
KA ZZRE - EREENERTRXRS
12% A B 75 TRORI AR S0 A8 e B 3 B L
MARAFREMETBFH - BBAF
HrReELENRERETIERM2%E
REHE - FACRAEBEEFENEMBEE
RR D EFRRHAREHE RIARERN K
BENRSRA W RIRE N
R EHERRBREAR - MREMTRES
ERBENEREHMSRRNBUETE °

EETREASE - ARRESTESLE
BYBXEMEMIABEENHERARSE
TTROMA(E

HE-Z—R"EXNA=+THLLNEA
SREE 18 A R 186,454,000 7T & A R &
12,786,000 7T E 2 IR W ~ RE K&
A K 4 b {55 FRAE A RERR
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Notes to the Unaudited Interim Financial Statements

REEZPAM B RRME

For the six-month period ended 30 June 2016 #Z =% — 74/~ A =1 H 1E75 {8 A HiR

11. TRADE AND OTHER RECEIVABLES  11.

Trade receivables B 5 EWIE
Other receivables H b fEUGRIE
Loan and receivables B R ENRZIE
Prepayments and deposits BATRERES

The Group normally grants credit terms of
60 days (2015: 60 days) to its customers.
The ageing analysis of trade receivables,
presented based on the invoice date and
net of allowance for doubtful debts, is as

follows:
0 to 30 days 0&30H
31 to 60 days 31E60H

& 5 FEUGRIA K KA B WRIE

30 June 31 December
AA=tA +=A=+-H

2016 2015
—E-RE —T—AF
RMB’000 RMB’000
ARBT T AREFT
(Unaudited) (Audited)
(REERZ) (B&E%)
54,639 131,417
10,659 10,575
65,298 141,992
208 392
65,506 142,384

AEE-—RAETFETO0R(ZE—0
F:B0R)EEH - RERAHZ5 RN
BRERE BN E 5 RIFIRM EREC 2 AT 40
T

30 June 31 December
AA=+tH +=ZA=+—~H

2016 2015
—8-~F —T-EF
RMB’000 RMB’000
ARET T ARETT
(Unaudited) (Audited)

CREER) (REZ)

29,160 65,372
25,479 66,045
54,639 131,417

HREBEXERAT o —F— A FHHBRE
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Notes to the Unaudited Interim Financial Statements

REF P M B RRME

For the six-month period ended 30 June 2016 #Z =T —7<4F7x A =+ H 1L/~ 18 A £

11.

12.

TRADE AND OTHER RECEIVABLES
(CONTINUED)

Management closely monitors the credit
quality of trade receivables and considers
the trade receivables that are neither past
due nor impaired relate to a wide range of
customers for whom there was no recent
history of default. The Group does not
hold any collateral over these balances.

All trade and other receivables are neither
past due nor impaired as at 30 June 2016
and 31 December 2015.

CASH AND CASH EQUIVALENTS

Cash and cash equivalents of the Group
comprise cash at bank and on hand.
During the period, the bank deposits
of the Group carried interest at rates
ranging from Nil to 0.35% (2015: Nil to
0.35%) per annum.

11.

12.

& 2 R FOR Kk 2 UK R ()

ERERRERESRRFBENEREE
= URALEDHTERENEZEIR
HRATREBRELNZEZEFEM °
REEI R % B4R A E AR -

R-EBE—RNENA=+THER-_ZT—A1F
+ZA=+—H ' AEETEZ S EER
T8 I H b R MR B B B SR E

RERREEEY

AEEZHL BB EEYBERTRT
BERSE - BN AEEBRITEREEFIE
TE035%(ZT—FF : E0.35%) it
S
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Notes to the Unaudited Interim Financial Statements @
RESER P B RRM T

For the six-month period ended 30 June 2016 #Z =% —7 4/~ A =1 B 1E75{E A HiR
13. TRADE AND OTHER PAYABLES 13. EFZENREREMENTIE

30 June 31 December
AA=tA +=A=+-H

2016 2015
—E-REF —T—RF
RMB’000 RMB’000
AR¥T T ARETTT
(Unaudited) (Audited)
(REBHER) (f#=%)
Trade payables B S IR
- a related company (note (a)) ——RE AR (i (a) 189 1,051
— others —Hfty 31,027 54,080
31,216 bf5), 18
Amount due to a related et — BgiE A 5008 (K3t (b))
party (note (b)) 285 163
Amount due to a director (note (c) &N —RES=ZE (FIFE(c)) 2,570 =
Payroll and welfare payables e BN & R AR F 1,285 8,481
Payable for acquisition of property, WEE¥ZE - HE K&
plant and equipment R ABET IR = 1,500
Accrued charges fEstE R 2,833 6,506
Other payables H b e 5108 1,031 1,341
Financial liabilities measured RBERAGEzeREE
at amortised cost 39,220 73,122
Other PRC tax payables Hib e+ BRI 15,337 21,678
54,557 94,800
Notes: BieE
(@) The related company isf@ /1 ZF 8% T (@) BEARABNETRETIEERAR (18
%A R 28] (Fuzhou Hongyu Packing Co., INBF]) - TIBEMBCEERE SN AR -
Limited) (“Fuzhou Hongyu”), a company MBS ERARARINES - 1THAZR KK
controlled by Mr. Lin Ou Wen, who is a R HEFREERR . 28 RARENRE
director, the chief executive officer and a & o

shareholder of the Company. The balance
is unsecured, interest-free and repayable
on demand.
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Notes to the Unaudited Interim Financial Statements

REF P M B RRME

For the six-month period ended 30 June 2016 #Z =T —7<4F7x A =+ H 1L/~ 18 A £

13.

TRADE AND OTHER PAYABLES
(CONTINUED)

Notes: (Continued)

(b) The related party is Mr. Lin Qing Xiang,
who is a brother of Mr. Lin Ou Wen and
Mr. Lin Qing Ping. Mr. Lin Ou Wen is the
chief executive officer, a director and a
shareholder of the Company, and Mr. Lin
Qing Ping is a director and a shareholder of
the Company. The balance is unsecured,
interest-free and repayable on demand.

(c) The amount is due to Mr. Lin Ou Wen, a
director, the chief executive officer and a
shareholder of the Company. The balance
is unsecured, interest-free and repayable
on demand.

The ageing analysis of trade payables
presented based on the invoice date is as
follows:

8 2 RAFOR R E R KE ()

B - ()

() Z BB A T RARERE ST A (PRERSCSE A Ak
BEFVRENELF) MEXELERAR
AT EERER - MHETEER
AARERERBR - HEFRERSN 25
RBIRERIERE

© RINHBELE (RARES  ITHRAR
RAER) MFOR - AARFREER  RER
TRIRESRMEIE -

NBEEARAERNE S ENRBRERR
DHTEAR :

0 to 30 days
31 to 60 days

30 June 31 December

AA=tH +=ZA=+—H

2016 2015

—E—RE —T—RF

RMB’000 RMB’000

ARBT T ARETIT

(Unaudited) (Audited)

(RBEX) (&%)

0Z£30H 16,736 41,102
31£60H 14,480 14,029
31,216 55,131
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Notes to the Unaudited Interim Financial Statements

REERPHM B RRME

For the six-month period ended 30 June 2016 #ZE —Z—/XF /X A=+ H 1L/ 18 A 4R

SECURED BANK LOANS

The analysis of the carrying amount of
secured bank loans is as follows:

Secured bank loans

At 30 June 2016 and 31 December 2015,
interest-bearing bank loans are due for
repayment within 1 year and carried at
amoritsed cost. The amounts due are
based on the scheduled repayment
date as stipulated in the respective loan
agreements.

At 30 June 2016, land use rights with
a net book value of approximately
RMB30,718,000 (31 December 2015:
RMB41,239,000) and property, plant
and equipment with a net book value
of approximately RMB37,709,000 (31
December 2015: RMB53,130,000)
were pledged to a bank as collateral
against the bank loans. Both bank
loans carries interest at fixed rates of
5.00% (31 December 2015: 5.00% and
6.44% respectively) per annum and are
repayable within 1 year. The security will
be released upon full settlement of the
loans.

BEMRITER

BHEFRITER

BHEMRTERNREESTET

30 June 31 December
AB=+H +=ZA=+—H
2016 2015
—E-RE —T—ARF
RMB’000 RMB’000
ARET T ARETIT
(Unaudited) (Audited)
(REBER) (&%)
35,000 35,000

—E-ARFEXNAZtTARZZE—HF
—A=1+—8 FEHRTEFER—F
Eil&%%ﬁ$&$o$ﬁ KIEIEAE
Bl ARETSIEE A BEE -

:mw

IS
+
A
7

RZEBE-—XRNEANA=1H FEERE
4/ AR #30,71800m( —E — HFE
+=—A=+—H8: AR 41,239,000
JC) L E A NREFENAARE
37,709,000t (ZE—FRE+=—_HA=+—
E'AE%%1%O%£&W%¥ =
REDEIE FRITIEARITERAIE
ﬁ RITERIREE FHEHA5.00%(=
T—hAF+=_A=+—H: 55A&500%
5:6.44%) 5t B RANR—FREE - REH
BEERE - I BERER -

HREBEXERAT o —F— A FHHBRE

@-
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Notes to the Unaudited Interim Financial Statements

REF P M B RRME

For the six-month period ended 30 June 2016 #Z =T —7<4F7x A =+ H 1L/~ 18 A £

15. SHARE CAPITAL

Authorised:
Ordinary shares of
HK$0.01 each

Issued and fully paid:
Ordinary shares of
HK$0.01 each
At the beginning of the
period/year
Issue of consideration
shares (note (a))

At end of the period/year

Shown in the condensed
consolidated statement
of financial position

15. B
30 June 31 December
~A=TH +-A=1+-H
2016 2015
ZE—RE “T-RF
No. of No. of
shares shares
(°000) HK$’000 ('000) HK$'000
ROEE (F) TEx RHOZE(F) THT
EE
SREE0.01 AT
VE B 3,200,000 32,000 3,200,000 32,000
BRIRER
FREG.01ET
) mR
AE/E4)
1,880,773 18,808 1,709,773 17,098
BIIRE
&1 (Fi3E () - - 171,000 1,710
R/ ER 1,880,773 18,808 1,880,773 18,808
30 June 31 December
AB=+H +ZA=+—H
2016 2015
—E-RE —T-REF
RMB’000 RMB’000
AR%T T AREFT
(Unaudited) (Audited)
(REBHEX) (&%)
HBRERE FBINR R
B
18,527 18,527
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15.

16.

Notes to the Unaudited Interim Financial Statements

REERPHM B RRME

For the six-month period ended 30 June 2016 #Z =% —7 4/~ A =1 B 1E75{E A HiR

SHARE CAPITAL (CONTINUED) 15. B ()
Note: B
a) Issue of consideration shares @ BT B
On 18 December 2015, an aggregate R—Z=—F+—-A+/ B K27
of 171,000,000 ordinary shares of the £ (863,270,000 7T (#8E R G AR K
Company were issued at a consideration 52,875,0007T ) 3£ 51T 171,000,000 A% & &
of hiK68,270,000/(equlvalentito B (EAXNKE-EHBARHRS -
approximately of RMB52,875,000) as o A R¥E 1,429,000 TR ABRA - AR
deposit paid for acquisition of a subsidiary, 51,446,000 7T 458251 A JR 1955 (EEE o
of which RMB1,429,000 was credited
to the share capital and the balance of
RMB51,446,000 was credited to the share
premium account.
The owners of ordinary shares are RS A R E T R R B
entitled to receive dividends as declared BRERAATIAS B —= « LR
from time to time and are entitled to ARG EESEL=ERZH
one vote per share at meetings of the {7 o
Company. All ordinary shares rank
equally with regard to the Company’s
residual assets.
CAPITAL COMMITMENTS 16. BAEIE
30 June 31 December
~BA=1+H +ZA=1+—H
2016 2015
ZE-RF —T-hF
RMB’000 RMB’000
ARET T ARETT
(Unaudited) (Audited)
(REER) (&%)
Capital commitments BRI ABERRIBRE
outstanding contracted for but BB REREAHRE
not provided for in the financial
statements in respect of:
- Acquisition of intangible —EErEE
assets 8,100 8,100

HREBEXERAT o —F— A FHHBRE
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Notes to the Unaudited Interim Financial Statements

REF P M B RRME

For the six-month period ended 30 June 2016 #Z =T —7<4F7x A =+ H 1L/~ 18 A £
17. MATERIAL RELATED PARTY 17. EREEALRS
TRANSACTIONS
a) In addition to the balances a) BRRZEMBREREMMTREZ

disclosed elsewhere in these
financial statements, the Group
entered into the following material

HEBRIN REBREE T — &
NA=TRIENEAHBMET T
BERAEALRS

related party transactions during
the six-month period ended 30

June 2016.
Six-month period ended
30 June (unaudited)
Name of Relationship with Nature of BERAZTH
related party related party transaction IEAMEA (REE%)
BEALER EEEATHAE RHLE 2016 2015
“E-RE —Z-1%
RMB’000 RMB'000
ARE TR ARETT
Fuzhou Hongyu A company controlled by Purchase of 799 2,881
Mr. Lin Ou Wen # packaging materials
BMZET i BEARYH
BHIMAR
Mr. Lin Qing Xiang Brother of Mr. Lin OuWen*  Property rentals 286 286
and Mr. Lin Qing Ping* paid
MERLE MBS ]2 EAIES kA
HETRE
BR/%
# Mr. Lin Ou Wen is the chief g MR EERARRITHRAER - &

ERMRR -

executive officer, a director and a
shareholder of the Company.

& Mr. Lin Qing Ping is a director and * MEFRERRAREERRER °

a shareholder of the Company.
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Notes to the Unaudited Interim Financial Statements

REERPHM B RRME

For the six-month period ended 30 June 2016 #Z =% —7 4/~ A =1 B 1E75{E A HiR

17. MATERIAL RELATED PARTY
TRANSACTIONS (CONTINUED)

b)

The details of remuneration of key
management personnel represent
amounts paid to the directors of
the Company during the six-month
period ended 30 June 2016 are set
out as follows:

EXRBEATRS (&)

b ARHEREEABRFHFEEIAR
AR -E—RFANA=THIERE
AHERESANSE) AT

30 June 30 June
AHA=1H ~NA=T+H
2016 2015
—E-RE —ZT—AF
RMB’000 RMB’000
AR¥TT ARETT
(Unaudited) (Unaudited)
(REEERZ)  CREER)
Salaries and other e RHEMSEH
short-term EBEF|
employee benefits 1,501 1,463
Post-employment BERL IR BT
benefits 73 74
1,574 1,637

At the end of the reporting period,
the Group committed Mr. Lin Qing
Xiang to make the future minimum
lease payments in respect of office
premises under non-cancellable
operating leases within 1 year of
RMB571,000 (31 December 2015:
RMB571,000) and after 1 year but
within 5 years of RMB286,000 (31
December 2015: RMB571,000).

) RIEHKR AEEE—FARA
BUEEERO TR ASMEARE
ZENMEREEERRFEBESD
BlAARE 571,000 (ZB—HF
+=-—A=+—H: AR¥571,000
TI)ER—FBEEREFRAAAR
#286,000c(—ZE—hFE+=-H
=+—H : AR¥571,0007T) °

HREBEXERAT o —F— A FHHBRE
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Management discussion and analysis

EEE WD T

BUSINESS REVIEW

Looking back in the first half of 2016, against
the backdrop of the continuously deepening
of the pharmaceutical system reform in China,
pharmaceutical enterprises faced severe
challenges in the tightening control over the
medical insurance premiums, the quality
confirmity assessment of generic drugs, and
the introduction of Key Monitored Drug List
by various provinces and cities. The entire
industry underwent a painful period for reform.
In April, the State Council published the
“Notice on Issuing the Key Tasks in 2016 of
Deepening Reform of the Pharmaceutical and
Healthcare System”, which required public
hospitals to implement the two-invoice system.
The Notice stated which 11 provinces would
roll out the policy at the initial stage before it
was implemented nationwide. This spurred on
distributors to start destocking, which had a
direct impact on the sales in the industry. It is
expected many pharmaceutical commercial
wholesale enterprises will be eliminated or
merged during this consolidation. In addition,
the profits in the industry came under pressure
because of the ever rising costs of package, raw
materials and wages.

EHEIRE

CE-T—RFL¥F PRBEGERNEEE
RE BREBRE  DRE-HEFE &
EMHAEMEZEEMRB S RESTHRERK
KB TRAOREENEREY - BKREIOAT
(AR R B EHERBINE T —RF
ERTEEBBA)  ERERATBHEETMR
B WAARELE 11 B (R EHST - RRESHER
2E - REDHEBHNEER - HITEHEEEK
HEXE BRI EERERBORSETE
EEBRPEDRSERG - AE - BF - R’H
B AL SHERARELT - (TEFBERE -
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BUSINESS REVIEW (CONTINUED)

Upon the expiry on 31 December 2015 of
the Good Manufacturing Practice (“GMP”)
certification granted to the new plant located in
the Haixi Industrial and Trading Development
Zone, certain parts of the plant were required
to undergo upgrading and enhancement
of their existing production equipment so
as to obtain new GMP certification (the
“Transformation”). During the period under
review, a total of two production lines of the
plant were involved in the Transformation and
has suspended productions until completion of
the Transformation (the “Suspension”). In order
to reduce the effects to the operating income
and profit of Wuyi International Pharmaceutical
Company Limited (the “Company”, together
with its subsidiaries. collectively, the “Group”)
due to the Suspension, the Company had
(1) expanded the production volume before
suspending the relevant production and had
prepared stocks in advance, especially the key
products of the Group, Perilla Oil Capsule and
Compound Chinese Angelica Injectable; and
(2) enhanced the marketing efforts in respect
of products manufactured on production lines
which would not undergo the Transformation so
as to improve sales revenue, including N(2)-L
Alanyl-L Glutamine Injectable. Operation of
the suspended production lines is expected
to resume by the end of this year after the
completion of the Transformation.

Management discussion and analysis

EEEWE DT

FHERE (&)

REFUREATERERINME SR EE
EEE Eiﬁﬁﬁﬁ%ﬁxﬁlﬁﬁﬁ_i hAFE+=A
=+—REWE  BETHRENNEZAEREE
EREEITARMER BN EREES
EEERAFS ((HE]) - REBER - BE—
/\/fV&E&LE’JFﬁMiF%?EE& ERKATEIEEE

(M=ED - /DMEEI Eﬁﬁ%ﬁ%%*iiﬁﬁﬁ
REARA ] EREKBRRE - 5l [ A%
J)E’] @Llﬁl &xm?llﬁﬁiaﬁzﬁ’l%’i“'zﬁ Gl

NWREEEREENBEEL B LITE
ﬁﬁ%zﬁﬁ%E’JIEEE@*%H@\H‘%&?’E?\?E
BEEA G RQMATESREMFENE R
(BREABERESIR)MEENE - EHEEK
o BEENAEGBHEN AT FRIIETKE
RIEEE -

RREMREXERAT o —B—RFEHHRE
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Management discussion and analysis

EEE WD T

BUSINESS REVIEW (CONTINUED)

In the face of a multitude of challenges,
the Group adhered to clear and effective
strategies and adjusted in due course its sales
tactics so as to maintain a stable and healthy
financial position. For the six months ended
30 June 2016, the turnover of the Group
recorded a year-on-year decrease of 29.9% to
approximately RMB171.5 million. The overall
gross profit margin recorded a year-on-year
decrease of 11.0 percentage points to 15.1%,
which was within expectation and was under
control.

During the period, the loss attributable to
the owners of the Company amounted to
RMB159.1 million while for the same period last
year, profit of approximately RMB35.1 million
was recorded due to the disposal of the land
and property by the Fuzhou Sanai.

FHEEE (&)

E & HkE - ANEERIBEW B SAERS - B
BAEEENE  REBRNVBEHL - BE=
T—RNENAZTHIEAER  AEBEEERR
FER[E29.9% = #) AR 171,500,000 7T ° 2528
EREREFRP TR M0EABRDEE15.1%
YEKIRB IR 2 A B RN A& E -

HA ASERZEFAEAREBIEAARYE
159,100,000t * AFRHEBEMN =8 HE i
K - 855 7495 ARE 35,100,0007T °
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DEVELOPMENT OF MAJOR PRODUCTS

Perilla Oil Capsule

The Group’s Perilla Oil Capsule is effective
in lowering cholesterol, reducing low-
density lipoprotein and increasing high-
density lipoprotein. In view of its efficacy
and mild side effects, Perilla Qil Capsule,
the key product of the Group, has long been
the preferred Chinese prescription medicine
among medical staff in treating hyperlipidemia.
For the six months ended 30 June 2016, the
sales of Perilla Oil Capsule was affected by
the Suspension. Although the Company had
expanded production and stocked up Perilla Ol
Capsule in advance prior to the Suspension, the
turnover still recorded a year-on-year decrease
of approximately 29.2% to approximately
RMB14.3 million, accounting for approximately
8.4% of the Group’s turnover (for the same
period in 2015: approximately RMB20.3 million,
accounting for 8.3% of the total turnover). The
Group will enhance the sales management and
facilitate the sales of Perilla Oil Capsule through
channels such as hospitals and distributors.
It is believed that after the new plant resumes
the suspended operations by the end of this
year, the sales of Perilla Oil Capsule will improve
significantly and fill the current sales gap.
Furthermore, the Group will continue to seek
to have Perilla Oil Capsule listed in the National
Medical Insurance Catalog (the “Catalog”).
Sales are expected to increase further after
being included in the Catalog by the end of next
year.

Management discussion and analysis

EEENWREDS T
FTEERRRE
BT

REBMFFMRBE - BBREEREE - B
BEZEREEQWEMNSEEEER  HRAEL
BIEREN - REEAE —EHEAERNAERD
PEMAEREE R T 5% - TR RENBEHER - 1
HEZZ-RFARA=THIXEASE  &T
HEBRNFEEXEEXE  #RAARANEE
AICEREERTEH OREBE - BEXHEL
EFEH T 429.2% % 49 A K% 14,300,000
T EAEEEXFNBLN(ZF-0FR
Hj : 59 A R%20,300,0007C + R EEE K EL
8.3%) - REEKBRILHEEE  BBERELS
HREEE  RERTMEBENBE  FHK
ERAFFRMERER  HHOHEBENHE
BERARENS  BEMEERMEERD - 5
Sh - AEEBEEFDEH T HRNBEIA B E
BRRZERBS(ER])  BFAFEIIAZE
BRESK  HEHE L —fEE -
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Management discussion and analysis

EEE WD T

DEVELOPMENT OF MAJOR PRODUCTS
(CONTINUED)

N(2)-L Alanyl-L Glutamine Injectable

In the first half of 2016, the turnover of N(2)-L
Alanyl-L Glutamine Injectable amounted to
approximately RMB31.1 million, representing a
year-on-year increase of approximately 108.5%
(for the same period in 2015: approximately
RMB14.9 million). During the period, despite
the fierce competition in the N(2)-L Alanyl-L
Glutamine Injectable market, the Group
stepped up its sales effort, implementing a
targeted sales strategy since its production
was not affected by the Suspension. This
resulted in an excellent sales of the product.
Its turnover, as a percentage of total turnover,
jumped to 18.1% (for the same period in 2015:
approximately 6.1%), making the product the
best-selling product of the Group.

Compound Chinese Angelica Injectable

Having remarkable curable effects on blood
circulation and stimulating menstruation,
removing blood stasis as well as relieving pain,
Compound Chinese Angelica Injectable of the
Group has been well-recognized in the market.
Because of the Suspension, the inventory that
the Group had stocked up was unable to meet
market demand and led to a drastic decline in
sales. The turnover was approximately RMB6.1
million, representing a year-on-year decrease
of 45.5% and accounted for approximately
3.5% of the Group’s turnover (for the same
period in 2015: approximately RMB11.1 million,
accounting for 4.5% of the total turnover).

FEEMBE (&)

HRBEIOXHIR

HEMOIFRN - E—RELFFELEEHA
31,100,000 7T © HbEE R EF4108.5%
(ZZ—RFFE: 9 ARK14,900,0007T) °
BN BRSBTS RFRARR - BH
RELETATEEFE  AEENAELHEN
B BT HKRRE  EREERA
BE SEBAYGEEBNELEAE181%
“E-HERE H6.1%)  KAREBEE
BRENER

EBRERIIR

AEEIEF & B FHREEMBL - BRIERA
ERBEES  BEXMBEN - XEEFE A%
BT HENETRERETISE R - Bt
SR BXEBOARKE,100,0007T * L EF
EERR A 45.5%  (ERNEEE BN 3.5% (=F
—FHERH : HARE 11,100,000 7 © (HEEEE
H2EA5%) o
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DEVELOPMENT OF MAJOR PRODUCTS
(CONTINUED)

Other products

In 2015, the Group launched four new
products, which were all Western prescription
injectables, including (plastic bottle) sodium
chloride injectable, (plastic bottle) 5% glucoses
injectable and two (plastic bottle) 10% glucose
injectables of different volumes. As their prices
were competitive, sales of these new products
was good and their turnover for the period
amounted to approximately RMB9.0 million,
accounting for approximately 5.2% of total
revenue.

In 2014, the Group introduced six Western
prescription injectable products under the
strategy of lower profit margin but higher
turnover. Although their gross profit margins
were lower than those of other products of
the Group, sales remained stable. During the
period, the turnover amounted to approximately
RMB10.2 million, accounting for approximately
5.9% of total revenue.

Management discussion and analysis

EEENWED T

FEEMBE (&)

HibEm

AEBER T — RIS IOETE LT R
MEm - BI5 (Bl BT sR - (2fl)5%
BERIFHE  EMRITREER (ZH)10%
BEMISR aNERARTN  ZRER
HISLLEIRA - WNHABEEXROARE
9,000,0007T © BB L EFLIE5.2% °

AREER Z T —FEHE S ESERN 2 3 AR
PP B T T AR E M 0 AR EN RRAS
EEMERK  BEHEEREHEE - RNRE
BEBHIOARK10,200,0007T @ HERIEEER
#475.9% °
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Management discussion and analysis

EEE WD T

DEVELOPMENT OF MAJOR PRODUCTS
(CONTINUED)

Research and development of new
medicines

Since the research of new medicines requires
a vast of resources and since it takes time to
go through the medicine approval procedures,
the Group — in order to enhance the overall
effectiveness of its resource allocation —
focused its resources on promoting the ongoing
research of new medical treatment results of
Perilla Oil Capsule and conducting scientific
research on the anti-hepatitis new compound
drug liver & gall bladder tablets in cooperation
with Fujian Sanai and the Department of
Medicine of Peking University. During the
period, these two projects progressed steadily
and it is believed that a new source of income
will be brought to the Group.

Another new product of the Group,
Pazufloxacin Mesilate Injectable, was still
undergoing approval procedures during the
period.

Sales agency for drugs

Fujian Sanai Pharmaceutical Trading Co.,
Limited was the agency of seven types of
drugs mainly sold during the period in the
five provinces and cities of Fujian, Zhejiang,
Jiangsu, Liaoning and Beijing. Sales revenue
amounted to approximately RMB3.7 million
during the period, accounting for approximately
2.2% of the Group’s total turnover (for the same
period in 2015: approximately RMB6.2 million,
accounting for approximately 2.5% of the total
turnover).

FEEMBE (&)

R B

MR ERRFRRANEIREA » I LZERE
WHRF - RTRAERRERSI N - AEHEE
SN B RAEITR BB TR B B AR IR
B AMEEZ=FEIL R ABE S A ENTAT
RITGAETTIFIE A OBIRIRE - ZMEPR A B
BERSIREER - BESKEHEETINKRA
IR o

REE S —MEMTHERBIKD2)T5E - K8
MDA EHLBIZF ©

ERREHE

BRE—EREESARARARHEARET L&
B FRERE NI IH  EENIERT
HEmETHE HARERHEERADARE
3,700,0007C * fEANEEEEE KL 2.2% (=
Z-REFER HARKE,200,0007T - HEEE
BEFL2.5%) -

Wauyi International Pharmaceutical Company Limited e Interim Report 2016



SALES NETWORK AND MARKETING

The Group continued the integration of its
sales resources and strived to optimize the
experienced sales team. Currently, the Group
has 58 medicine distributors covering 21 key
provinces, cities and autonomous regions
and municipalities around the country, mainly
covering the more affluent coastal cities in the
eastern region and the northeastern region of
China, which was more or less the same as that
of last year.

During the period, turnover in rural areas
amounted to approximately 13.5% of our total
turnover, or approximately RMB23.2 million
(for the same period in 2015: approximately
RMB34.3 million, accounting for approximately
14.0% of the total turnover).

During the period, the Group suspended its
investment in advertising resources while
focusing on more professional channels such as
new medicine promotion seminars, academic
seminars as well as medicine trade fairs to
introduce the advantages of various medicines.

Management discussion and analysis

EEEmE DT

HERBRMBER

FEBHERAEHER SEBRLEREE

HEE - BAl - BHEYKHESeE  BEEEE
M2 ESRHE ™ BERREEN 2R
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HANRN L EBEAEEMAIELN13.5% A
R 23,200,000t (ZZE—RFRH : HARE
34,300,000 7T * {HEEREE EFELI14.0%) °
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Management discussion and analysis

EEE WD T

OUTLOOK

This is the first year of the 13th Five-Year
Plan, when medical reform continues to be
the nationwide focus. As the government
cancels approving eligible designated retail
pharmacies under its basic medical insurance,
and in view of the hope that online platforms
for selling prescription drugs will be liberalized,
the expectation is that market demand will be
stimulated and that the sales of prescription
drugs will be boasted. In addition, an ever
aging population and the full implementation
of the two-child policy will keep on increasing
the domestic market for medical care, further
underpinning the inelastic demand.

“Internet + Pharmaceutical” has become vital
in the future strategic plan of the industry.
To keep pace with this trend, the traditional
pharmaceutical industry is undergoing a
transformation and upgrading. It will cover every
field of medical and healthcare services on the
back of an integration with the Internet industry,
which includes stronger data analysis so as
to provide personalized health management
services and health solutions for health care
and chronic disease management covering
various medical and healthcare services. This
will present immense business opportunities.

RIREE

SEHEIT=RIRRZF  BRNEMLEKNR
ZEIER - ERRIUEEASREMTER
[EERES  MEWERTEMHETARER
W BB BRISM SRR - WEBEH EYH
SHEIER o AN ARSI E BB
ZEMAK - BRSETSTEHEA - B
— R -

[ R+ BB | RRTTERREBE AR &R T AT 3
RE—IR - RECAMHEY  BRMNBEEXT
BATA  BBEEMHEERNES - BENR
REBEAITAREHE Al - ERENEAREE
EIRT - R RREENRERAS R
% ORERREFMEERGEE - WHKEX
A
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OUTLOOK (CONTINUED)

Strengthening and enhancing core
competitiveness

The Group’s new plant in the Haixi Industrial
and Trading Development Zone in Jianyang,
Fujian is expected to put into full operation after
the completion of the Transformation by the
end of this year, bringing a substantial increase
of the designed production capacity compared
with before the Transformation, greatly
increasing the scale of operation of the Group
and clearly demonstrating its edge in lowering
costs and increasing efficiencies.

The Group will strive for excellence in sales
and marketing efforts. While strengthening the
current sales team, the Group will continue
to improve the sales network in rural areas,
build its presence and boost sales with
products that are competitively priced. This
will further capture the opportunities in the
drug consumption market driven by the
development of new rural areas. The Group will
also place emphasis on the promotion through
professional channels in order to raise and
consolidate the brand recognition of various
products among medical professionals.

Management discussion and analysis
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Management discussion and analysis

EEE WD T

OUTLOOK (CONTINUED)

The Plantation Plan for the Chinese herb,
Perilla

Perilla Oil Capsule, a type of Chinese medicine
produced exclusively in the country by the
Group for the control of hyperlipidemia, through
years of efforts, achieved recognition in most of
the regions in China. However, its sales were
unable to increase significantly as the medicine
has not been included in the Catalog since its
introduction. In view of the adjustment that will
be made to the Catalog this year and the next,
the Group is currently applying for the inclusion
of the Perilla Oil Capsule in the Catalog in the
course of next year’s revisions. If successful,
it is expected to have a breakthrough increase
in sales. The demand of the Perilla Qil, the
raw material for producing the medicine, will
increase as well. It will become essential to
commit to building a planation base for Perilla
in order to overcome the problems of quality
control and high costs on raw medicinal herb
brought from various remote regions in the
country, to ensure that in future the quality of
the Perilla is stable and under control, to lower
the cost of raw material and to ensure the
supply can satisfy the production demand.
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OUTLOOK (CONTINUED)

The Plantation Plan for the Chinese herb,
Perilla (continued)

The Group is now exploring a plan to self
fund the building of a Perilla plantation base
in collaboration with enterprises experienced
in planting Chinese medicinal herbs on areas
which are suitable for the growth of Perilla. The
advantage for a plantation base includes: (1)
it matches an industry supported by the State
and the risk is low; (2) the enormous market
demand and the potential market capacity; (3)
the control over the quality of Perilla medicine
for the Group; and (4) a lower procurement cost
and enhancement of the supply stability of raw
medicinal herbs. If the investment crystalises,
the plantation base investment will be a feasible
project with quick return. We will comply with
the applicable requirements of the Listing
Rules (as defined hereinafter) by making the
necessary announcement and where required,
seeking the approval of our shareholders to
the plantation base investment on the terms of
such formal agreement for the plantation base
investment.
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OUTLOOK (CONTINUED)

Encouraging innovation and development in
modern pharmaceutical services

Keeping abreast with time, the Group is riding
on the trend of integrating traditional medicines
with the internet. It is seeking opportunities in
the internet business to its traditional business
of medicine production. Subsequent to the
acquisition of the entire interests in Fujian
Liumai Medical Services Co., Ltd. in the second
half of last year, the Group will continue to
actively prepare for engaging in the operation
of modern pharmaceutical services. Liumai
Medical is an enterprise with core business in
digital medical and healthcare services. It is
committed to serve pharmaceutical companies,
participants in health insurance industry and
medical practitioners in areas including analysis
and application of healthcare information.
As announced by the Company on 29 June
2016 and 26 July 2016, it is expected that
the acquisition will be completed by the
end of this year. The Group is confident in
seizing the opportunities brought by “Internet
+ Pharmaceutical” while capitalizing on the
operating model and data resources of Fujian
Liumai Medical Services Co., Ltd..

Besides, through the merger of a series of
quality projects that have effective relevance
to the business of the Group and through
acquisitions of integrated operations, the Group
seeks to further optimize its industry strategies,
to accelerate its various business revenue
indicators so as to strengthen the overall
competitiveness and risk-resistant capabilities
of the Group.
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OUTLOOK (CONTINUED)

Encouraging innovation and development in
modern pharmaceutical services (continued)

Faced with stricter operation entry barriers in
the industry, increasing R&D expenses and the
intensifying competition among the peers, the
small-and-medium pharmaceutical enterprises
have to overcome certain challenges. However,
opportunities often come with challenges. The
Group will carefully consider the circumstances,
adjust its development directions, raise its
operating efficiency and actively expand its
business scope. It aims at making progress in
a stable manner amidst the wave of industry
consolidation and strives to gain more market
shares so as to create better return for the
shareholders in the long-run.

FINANCIAL REVIEW
1. Revenue (“Turnover”)

During the period under review, certain
production lines of the plant located in
Haixi Industrial and Trading Development
Zone were suspended pending the
completion of the Transformation, which
had affected the revenue of the Group
to a certain extent. The Group recorded
an overall turnover of approximately
RMB171.5 million (80 June 2015:
approximately RMB244.6 million),
representing a decrease of approximately
29.9% over the same period of last year.
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Management discussion and analysis

EEENWED T

FINANCIAL REVIEW (CONTINUED) B 7[R (5)

Revenue (“Turnover”) (continued)

Turnover for the first half of the year
was still dominated by Western
medicines, with a turnover of
approximately RMB114.4 million, or
approximately 66.7% of the overall
turnover, representing a slight decrease
of approximately 7.4% over the same
period of last year (30 June 2015:
approximately RMB123.5 million,
representing approximately 50.5% of
the overall turnover). Turnover of the
Modern Chinese medicines amounted
to approximately RMB53.4 million,
representing approximately 31.1% of
the overall turnover, representing a
decrease of approximately 53.5% over
the same period of last year (30 June
2015: approximately RMB114.9 million,
representing approximately 47.0% of
the overall turnover). The significant
decrease in Modern Chinese medicines
was mainly due to the Suspension, which
in turn affected our productivity. The
pharmaceutical trading revenue recorded
a turnover of approximately RMB3.7
million, representing approximately
2.2% of overall turnover (30 June
2015: approximately RMB6.2 million,
representing approximately 2.5% of the
overall turnover), representing a decrease
of approximately 39.7% over the same
period of the previous year.
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FINANCIAL REVIEW (CONTINUED)

Revenue (“Turnover”) (continued)

Although our key product, Perilla Oil
Capsule, has obtained approval from
authorities in Fujian, Shanxi, Inner
Mongolia and Xinjiang for listing in the
provincial medical insurance directories
and it is still in the monitoring period,
it is yet to be listed in the Catalog and
hence, its sales was affected to some
extent. During the period under review,
the sales of this product amounted
to approximately RMB14.3 million,
representing approximately 8.4% of
the overall turnover, a decrease of
approximately 29.2% over the same
period of last year (30 June 2015:
approximately RMB20.3 million,
representing approximately 8.3% of the
overall turnover). The percentage remains
similar as compared with the same period
of last year.
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Management discussion and analysis

EEENWED T

FINANCIAL REVIEW (CONTINUED) B ERE (&)

Revenue (“Turnover”) (continued)

During the period under review, the
highest sales volume was again
achieved by Western medicine, N(2)-L
Alanyl-L Glutamine Injectable, with a
turnover of approximately RMB31.1
million, representing approximately
18.1% of the overall turnover (30 June
2015: approximately RMB14.9 million,
representing approximately 6.1% of the
overall turnover). Due to the reduction
of productivity of certain products as a
result of Suspension, the Group focused
on N(2)-L Alanyl-L Glutamine Injectable
and strengthened its promotion during
the period. Therefore, the proportion
of this product in the overall turnover
of the Group increased by 108.5% as
compared with the same period of last
year. Turnover of the five top selling
medicines amounted to approximately
RMB80.5 million, representing
approximately 46.9% of the overall
turnover (30 June 2015: approximately
RMB74.7 million, representing
approximately 30.5% of the overall
turnover).

Gross Profit and Gross Profit Margin

Gross profit of the Group decreased
by approximately 59.4% over the same
period of last year to approximately
RMB25.9 million (30 June 2015:
approximately RMB63.8 million). Gross
profit margin significantly decreased by
approximately 11.0 percentage points
to approximately 15.1% (30 June 2015:
approximately 26.1%).
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FINANCIAL REVIEW (CONTINUED)

Gross Profit and Gross Profit Margin
(continued)

The decrease in gross profit margin was
mainly due to the decrease in turnover
which resulted in a decrease in purchase
costs. Among the costs of sales, the
fixed costs (in particular, depreciation
charges) did not decrease as the turnover
did, which caused an increase in the
proportion of the fixed costs in the overall
costs of sales, affecting to the overall
gross profit margin.

Apart from the depreciation charges,
the proportion of other cost of sales,
including raw materials, packaging
materials, energy and fuel costs, and
direct labor costs, remained essentially
the same, except that the related
amounts decreased with the drop in sales
as compared with the same period of last
year.

Loss for the Period

Although the Group did not reduce its
product prices in the first half of 2016,
the Suspension during the period led
to a decrease in both sales and gross
profit. Also, impairment on the property,
plant and equipment and the land use
rights largely increased the Group’s loss
for the period under review. During the
period under review, the Group recorded
a loss of approximately RMB159.1
million (30 June 2015: profit amounted to
approximately RMB35.1 million).
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Management discussion and analysis

EEENWED T

FINANCIAL REVIEW (CONTINUED) B ERE (&)

Loss for the Period (continued)

The distribution costs decreased by
approximately 58.6% to approximately
RMB9.1 million (30 June 2015:
approximately RMB22.1 million). During
the period under review, relevant
advertising and marketing expenses
of our three wholly-owned subsidiaries
in the People’s Republic of China (the
“PRC”) decreased by RMB9.3 million
over the last year. Since last year, the
Group further reduced its investment
in advertising resources substantially
and invested it in other areas with
more apparent benefits. The Group will
continue to participate in academic and
new medicine promotion seminars, as
well as medicine fairs to introduce the
advantages of various medicines.
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FINANCIAL REVIEW (CONTINUED)

Loss for the Period (continued)

Furthermore, during the period under
review, the board (the “Board”) of
directors (the “Directors”) of the
Company identified certain impairment
indicators, among others, the turnover of
the Group did not increase as anticipated
and the gross profit deteriorated. In
response to the impairment indicators
identified, the Group performed an
impairment review of the recoverable
amount related to the Group’s production
facilities in one of the factories located in
Haixi Industrial and Trading Development
Zone in Jianyang City, Fujian Province,
the PRC.

For the purpose of impairment testing,
the property, plant and equipment and
the land use rights located at the above
production factories had been allocated
to one cash generating unit (“CGU”) and
the recoverable amount of the Group’s
production facilities is determined
through determining the recoverable
amount of the CGU.

The Group determined the recoverable
amount of the CGU on the basis of value-
in-use calculations, which adopted the
discount cash flow method, an income
approach technique. The calculation was
based on, among others, the following:
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Management discussion and analysis

EEENWED T

FINANCIAL REVIEW (CONTINUED)

3.

Loss for the Period (continued)

cash flow forecast for the next
five years as approved by the
management, which had taken
into account of the following
assumptions:

o budgeted sales, expected
gross profit margins and
stable material price inflation
rate during the next five-year
period based on the Group’s
past performance, available
market data and the
management’s reasonable
expectations for the market
development;

cash flow forecast beyond the fifth
year is extrapolated using a growth
rate of 2% (31 December 2015:
2%) which is based on industry and
firm specific forecast;

discount rate of approximately
12% (31 December 2015: 12%) by
adopting weighted average cost of
capital; and

reference to a valuation as at
30 June 2016 performed by an
independent professional valuer,
APAC Assets Valuation and
Consulting Limited.
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FINANCIAL REVIEW (CONTINUED)

Loss for the Period (continued)

Based on the value-in-use calculation
as above, the recoverable amount
of the CGU as at 30 June 2016 was
approximately RMB611.0 million,
which was below the carrying amount
of the CGU as at 30 June 2016, i.e.
RMB810.2 million. Accordingly, the
Group recognised an impairment loss
of RMB199.2 million in total, including
RMB186.4 million and RMB12.8
million in the property, plant and
equipment and the land use rights
respectively. Significant impairment
loss was recognised as a result of the
conservatively projected cash flow
forecast due to the significant drop in
turnover and gross profit of the Group
during the period under review. Such
impairment loss was mainly attributable
to the non-cash accounting treatment
on the impairment losses on these
production facilities, and mainly to
reflect the value in use of the assets.
Accordingly, such impairment loss is
a non-cash expense with no impact
on the Group’s cash flow or business
and production operations. No such
impairment loss was provided for
the non-current assets including any
production equipment for the same
period of last year.
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Management discussion and analysis

EEETWED T
FINANCIAL REVIEW (CONTINUED) B[R (5)
Loss for the Period (continued) BRI 1B (4E)

During the period under review,
administrative expenses increased
approximately 8.5% over the same period
of last year to RMB25.4 million (30 June
2015: approximately RMB23.4 million),
which was mainly attributable to the
increase in depreciation charges.

Finally, tax credit of the Group were
approximately RMB48.6 million in
total (30 June 2015: tax expenses of
approximately RMB18.7 million). It mainly
included withholding deferred income tax
for the provision of undistributed profits
for the three wholly-owned subsidiaries in
the PRC and the deferred tax expenses
amounted to approximately RMBO.1
million (30 June 2015: approximately
RMBO.1 million), as well as the deductible
temporary differences arising from
the impairment of property, plant and
equipment and land use rights amounted
to approximately RMB49.8 million (30
June 2015: Nil).
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FINANCIAL REVIEW (CONTINUED)

Liquidity, Financial Resources and
Capital Structure

As at 30 June 2016, the Group had cash
and cash equivalents of approximately
RMB606.5 million (31 December 2015:
approximately RMB555.2 million) and
most cash and cash equivalents were
denominated in Renminbi and Hong
Kong dollars. As at 30 June 2016, the
Group’s secured bank loans which
were secured by property, plant and
equipment and land use rights, amounted
to approximately RMB35.0 million
(831 December 2015: approximately
RMB35.0 million). The two loans involved
were denominated in Renminbi, both
carrying interest at fixed rates of 5.00%
(81 December 2015: 5.00% and 6.44%
respectively) per annum and were
repayable within 1 year. The Group
continued to maintain a stable financial
position with low gearing ratio and
healthy cash flows. The Group generated
a net cash inflow from operating activities
of approximately RMB51.1 million (for
the six months ended 30 June 2015:
approximately RMB28.9 million). During
the period under review, the Group did
not use any financial instruments for
hedging purpose.

The Group reviewed the capital structure
by using a gearing ratio. The gearing ratio
represents the total debt, which includes
trade and other payables, and secured
bank loans of the Group, divided by total
equity of the Group. The debt-to-equity
ratio of the Group was approximately
6.5% as at 30 June 2016 (31 December
2015: approximately 8.4%).
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Management discussion and analysis

EEE WD T

FINANCIAL REVIEW (CONTINUED) B ERE (&)

Exposure to Fluctuation in Exchange
Rates

During the period under review,
the Group conducted its business
transactions principally in Renminbi. The
Group has not experienced any material
difficulties or negative impacts on its
operations as a result of fluctuations
in currency exchange rates. Although
the Group has certain bank balances
denominated in Hong Kong dollars, the
Group adopts a conservative financial
policy and most of its bank deposits are
in Renminbi and Hong Kong dollars. As
at 30 June 2016, the Group did not have
any bank liabilities, foreign exchange
contracts, interest or currency swaps
or other financial derivatives for hedging
purpose. Therefore, the Group was not
exposed to any material interest and
exchange risks.

Significant Acquisitions and Disposal
of Investments

During the period under review, the
Group did not have any significant
acquisition and disposal of investment,
subsidiaries, associates or joint ventures.
During the six months ended 30 June
2015, the Group disposed of land use
rights and property, plant and equipment
from one of its wholly-owned subsidiaries
to an independent third party with an
aggregate consideration and net gain
on disposal of approximately RMB76.0
million and RMB35.0 million respectively.
Further details of the disposal were
disclosed in the announcement of the
Company dated 2 February 2015.

Sl

REEHRE  AEEZEBEIFEEUA
REHETT - ARECRAERE X KB
EREARBNEREELE - BRELE
EEETELRITESR  EXEEETE
ERIREIRE - KO RITERBARE
RET -RZZB—RFRA=1THB A&
B AEMRITAE  INEBEEK - 5b
PE A B sk SN 3 Bk H b R F P A0 £ B
THET A - Bt - AKE S ERH
= FE R -

EZWBRHERE

REERE - AEET B EAEZRER
HERE  WEAR  BEQARHEER
B -RBE_ZT-—RAFA=+THILXE
HER - AEBEEAET—H2ENEA
BRESLE =5 HE L E R
M N RELBENRDEKEFHE
7 R &) AR #76,000,0007T & A R
35,000,000 7T © A Bl & H#E — 2 EFIE IR
BRARARIBHA-E-—RF_A-AZ
NG

60  Wuyi International Pharmaceutical Company Limited o Interim Report 2016



FINANCIAL REVIEW (CONTINUED)

The Number and Remuneration of
Employees

As at 30 June 2016, the Group employed
approximately 382 employees (31
December 2015: 417 employees). For
the six months ended 30 June 2016, the
staff cost amounted to approximately
RMB17.7 million (30 June 2015:
approximately RMB21.9 million). The
Group determines staff remuneration
in accordance with prevailing market
salary scales, individual qualifications
and performance. Remuneration
packages including performance
bonuses and entitlements to share
options are reviewed on regular basis.
The Group provides directors and
senior management with continuous
professional training, including seminars
and workshops, such that the latest
changes of regulatory requirements and
corporate governance practices can be
introduced. The Group also organises
various pre-employment and on-the-
job trainings to deepen the employees’
understanding of its business objectives
and operation.

Charge on the Group’s Assets

As at 30 June 2016, the Group charged
certain assets including land use rights
and property, plant and equipment
amounted to approximately RMB68.4
million (31 December 2015: RMB94.4
million) in favour of secured bank loans
of RMB35.0 million (31 December 2015:
35.0 million).

Management discussion and analysis
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Management discussion and analysis

EEE WD T

FINANCIAL REVIEW (CONTINUED)

10.

11.

Contingent Liabilities

As at 30 June 2016, the Group did
not have any contingent liabilities (31
December 2015: Nil).

Capital Expenditure

During the period under review, capital
expenditure of the Group for property,
plant and equipment for the construction
and development of existing factory
located in Fujian Province for its own use
in ordinary and usual course of business
amounted to approximately RMB58,000
(30 June 2015: approximately RMB50.4
million).

Capital Commitments

As at 30 June 2016, the Group’s capital
commitments outstanding contracted
but not provided for in the financial
statements amounted to approximately
RMB8.1 million (31 December 2015:
approximately RMB8.1 million).
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Corporate Governance and Other Information

INTERIM DIVIDEND

The Board does not recommend payment of
any interim dividend for the six months ended
30 June 2016 (30 June 2015: Nil). Accordingly,
no closure of the register of members of the
Company is proposed.

SHARE OPTION SCHEME

The Company’s share option scheme was
adopted on 8 January 2007 by the way of
passing resolutions by all the shareholders of
the Company. For the six months ended 30
June 2016, no share option had been granted
or exercised under the share option scheme.

DIRECTORS’ AND CHIEF EXECUTIVE’S
INTERESTS AND SHORT POSITIONS IN
SHARES, UNDERLYING SHARES AND
DEBENTURES OF THE COMPANY AND
ITS ASSOCIATED CORPORATIONS

As at 30 June 2016, the interests or short
positions of the Directors and chief executive of
the Company in the shares, underlying shares
or debentures of the Company or any of its
associated corporations (within the meaning of
Part XV of the Securities and Futures Ordinance
(Chapter 571 of the Laws of Hong Kong)
(“SFQ”)) as recorded in the register maintained
by the Company pursuant to section 352 of
the SFO or 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 (the “Model Code”) as set out in
Appendix 10 to the Rules Governing the Listing
of Securities on The Stock Exchange of Hong
Kong Limited (the “Listing Rules”), were as
follows:
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Corporate Governance and Other Information

EREBREMER

DIRECTORS’ AND CHIEF EXECUTIVE'S #ZERSSTHABRARA TR LA E
INTERESTS AND SHORT POSITIONS IN B ARG REREBNRESR LA
SHARES, UNDERLYING SHARES AND ()

DEBENTURES OF THE COMPANY AND

ITS ASSOCIATED CORPORATIONS

(CONTINUED)
Company/name Approximate
of associated Number of shares  percentage of
corporation (Note 1) interest
Name of Directors AT/ 1 Capacity RAHE B
£t EEEE 3] (FzE1) Bk
Mr. Lin Ou Wen The Company Interest of controlled 447,202,900 (L) 23.78%
B AE ARF corporation (Note 2) 447,202,900 (S) 23.78%
REEERER (fE2)
Mr. Ling Qing Ping The Company Interest of controlled 280,352,000 (L) 14.91%
WEFTE Yi/NE] corporation (Note 3) 280,352,000 (S) 14.91%

RipAEER (W3
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Corporate Governance and Other Information

DIRECTORS’ AND CHIEF EXECUTIVE'S
INTERESTS AND SHORT POSITIONS IN
SHARES, UNDERLYING SHARES AND
DEBENTURES OF THE COMPANY AND
ITS ASSOCIATED CORPORATIONS
(CONTINUED)

Notes:

1. The letter “L” and “S” denotes long position and
short position in the shares respectively.

2. These shares are registered in the name of
Thousand Space Holdings Limited, which is wholly
owned by Mr. Lin Ou Wen, an executive Director
and the Chairman, who is deemed to be interested
in all the shares in which Thousand Space Holdings
Limited is interested by virtue of the SFO. Ms. Xue
Mei is the spouse of Mr. Lin Ou Wen and she owns
as to 31.17% in Orient Day Management Limited.

3. These shares are registered in the name of Bright
Elite Management Limited, which is wholly owned
by Mr. Lin Qing Ping, an executive Director, who is
deemed to be interested in all the shares in which
Bright Elite Management Limited is interested by
virtue of the SFO.

4. The percentage of shareholding is calculated on
the basis of 1,880,772,500 issued shares of the
Company as at 30 June 2016.

Save as disclosed above, none of the Directors
or chief executive of the Company is aware
of any other Director or chief executive of
the Company who has any interests or short
positions in any shares, underlying shares
and debentures of the Company or any of its
associated corporation which were required to
be recorded in the register maintained by the
Company pursuant to section 352 of the SFO
or otherwise notified to the Company and the
Stock Exchange pursuant to the Model Code as
at 30 June 2016.
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Corporate Governance and Other Information

EREBREMER

SUBSTANTIAL SHAREHOLDERS’
INTERESTS AND SHORT POSITIONS IN
SHARES AND UNDERLYING SHARES IN
THE COMPANY

As at 30 June 2016, the following persons,
other than a Director or chief executive of the
Company, had an interest or a short position in
the shares or underlying shares in the Company
as recorded in the register required to be kept
by the Company pursuant to section 336 of the

FERRRAQE 2 RGO RAAERD B E

BmEORE

RZZ-—RERA=ZTH UATAL(RRFE
EREFDTTHABRIN RAR B I SRR
AR EIMR B RE 75 M B 1R 5 336 (FF ER
ARABBRMEERIOARIAT -

SFO:

Approximate
percentage of
shareholding

Number of shares (Note 9)

(Note 1) BaRE

Name of shareholder Capacity ROEE Batt

RREHE e g4 (1) (fiE9)

Bright Elite Management Beneficial owner (Note 2) 280,352,000 (L) 14.91%

Limited BB AME2) 280,352,000 (S) 14.91%

Thousand Space Beneficial owner (Note 3) 447,202,900 (L) 23.78%

Holdings Limited EamEE A (f:3) 447,202,900 (S) 23.78%

Orient Day Management Beneficial owner (Note 4) 136,951,000 (L) 7.28%

Limited 6 INCET) 136,951,000 (S) 7.28%

Mr. Liu Daohua Interest of controlled 136,951,000 (L) 7.28%

AEERE corporation (Note 4) 136,951,000 (S) 7.28%
R (H4)

Pope Investments LLC Beneficial owner (Note 5) 102,400,000 (L) 5.44%

EREAA(MEES)
Wells William P. Interest of controlled 102,400,000 (L) 5.44%
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SUBSTANTIAL SHAREHOLDERS’
INTERESTS AND SHORT POSITIONS IN

Corporate Governance and Other Information

EREBREMESR

SHARES AND UNDERLYING SHARES IN
THE COMPANY (CONTINUED)

Name of shareholder

BRREE/ 1A

Capacity
4

Number of shares
(Note 1)

RAEE

(FzE1)

FERRRAQE 2 RGO RAAERD B E

mikE (&)

Approximate
percentage of
shareholding
(Note 9)
AR AE
B
(Frzx9)

Credit Suisse (Hong Kong)
Limited

Credit Suisse (International)
Holding AG

Credit Suisse

Orient Credit Finance
(Hong Kong) Limited

Orient Finance Holdings
(Hong Kong) Limited

Orient Securities
Company Limited
RABFRNDBRAT

China Medical Service
Investment Holding
Limited

Beneficial owner (Notes 6 & 7)

EaEAA (e R7)

Interest of controlled
corporation (Notes 6 & 7)
XEEEER (MEoRk7)

Interest of controlled
corporation (Notes 6 & 7)

REEE R (EeR7)

Person having a security
interest (Note 8)

fiR BMEROA (HF8)

Interest of controlled
corporation (Note 8)
RS (f15E8)

Interest of controlled
corporation (Note 8)
R ER (5E8)

Beneficial Owner
EnEAA

133,545,000 (L)
66,772,500 (9)

133,545,000 (L)
66,772,500 ()

133,545,000 (L)

66,772,500 ()

864,505,900 (L)

864,505,900 (L)

864,505,900 (L)

171,000,000 (L)

7.10%
3.55%

7.10%
3.55%

7.10%

3.55%

45.97%

45.97%

45.97%

9.09%
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Corporate Governance and Other Information

EREBREMER

SUBSTANTIAL SHAREHOLDERS’
INTERESTS AND SHORT POSITIONS IN
SHARES AND UNDERLYING SHARES IN
THE COMPANY (CONTINUED)

Notes:

(1) The letters “L” and “S” denote long position and
short position in the shares of the Company
respectively.

) These shares are registered in the name of Bright
Elite Management Limited, which is wholly owned
by Mr. Lin Qing Ping, an executive Director. Mr.
Lin Qing Ping is deemed to be interested in all the
shares in which Bright Elite Management Limited
is interested by virtue of the SFO, as disclosed
under the paragraph headed “Directors’ and chief
executive’s interests and short positions in shares,
underlying shares and debentures of the Company
and its associated corporations” above.

3) These shares are registered in the name of
Thousand Space Holdings Limited, which is wholly
owned by Mr. Lin Ou Wen, an executive Director
and the Chairman. Mr. Lin Ou Wen is deemed to
be interested in all the shares in which Thousand
Space Holdings Limited is interested by virtue of
the SFO, as disclosed under the paragraph headed
“Directors’ and chief executive’s interests and
short positions in shares, underlying shares and
debentures of the Company and its associated
corporations” above. Ms. Xue Mei is the spouse
of Mr. Lin Ou Wen and she owns as to 31.17% in
Orient Day Management Limited.

(4) These shares are registered in the name of Orient
Day Management Limited, which is owned as to
23.38%, 45.45% and 31.17% of its entire share
capital by Mr. Lin Qing Mei, Mr. Liu Daohua
and Ms. Xue Mei, spouse of Mr. Lin Ou Wen,
respectively. Therefore, Mr. Liu Dachua is deemed
to be interested in all the shares in which Orient
Day Management Limited is interested for the
purpose of the SFO.

FERRRAQE 2 RGO RAAERD B E
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L) & () DRIEREMD R ZIFR RRA
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HEARD REEZEOEERAR | BEFERE - R
BE S REE RS - PREEF 5 A %R R Bright Elite
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25 o

ZERMDARITEETRERMBE S ELERAN
Thousand Space Holdings Limited 2 %% &0 © #
M EX [EFRETBRABREALNR REBEE
Bkl - BRERG REEZENRRIOKE | BUER
WEE - REBEESRBAERE - MEBOUEERRAR
Thousand Space Holdings Limited 5 # 25 2 2 2%
MR REARER o BERX T AMBUEAEZERR - R
Orient Day Management Limited # 4 31.17% ©

Z MR A AREE R ST A - BB TE S RRBISC
FEMBBER LTS RIES HBRAR23.38%
45.45% % 31.17%H#)Orient Day Management Limited
ZARFER - At - BIEEFRAEG - 2B
Jo A 4738 A7 Orient Day Management Limited # 74
B FFERO PR ER -
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Corporate Governance and Other Information

SUBSTANTIAL SHAREHOLDERS’
INTERESTS AND SHORT POSITIONS IN
SHARES AND UNDERLYING SHARES IN
THE COMPANY (CONTINUED)

Notes: (continued)

©)

In accordance with the individual substantial
shareholder notice on disclosure of interests of
Wells William P. and the corporate substantial
shareholder notice on disclosure of interests of
Pope Investments LLC both filed on 7 February
2007, these shares are registered in the name
of Pope Investments LLC, which is controlled by
Pope Asset Management LLC, which is in turn
controlled by Wells William P.. In accordance
with the corporate substantial shareholder
notice on disclosure of interests of Pope Asset
Management LLC filed on 26 June 2013, Pope
Asset Management LLC ceased to have a notifiable
interest pursuant to the SFO since 26 June 2013.

In accordance with the corporate substantial
shareholder notices on disclosure of interests of
Credit Suisse (Hong Kong) Limited, Credit Suisse
(International) Holding AG and Credit Suisse all filed
for the relevant event took place on 1 February
2007, these shares are registered in the name of
Credit Suisse (Hong Kong) Limited, which is owned
as to 94.75% by Credit Suisse (International)
Holding AG, which is in turn wholly owned by Credit
Suisse. Therefore, Credit Suisse (Hong Kong)
Limited, Credit Suisse (International) Holding AG
and Credit Suisse are deemed to be interested in
all the shares in which Credit Suisse (Hong Kong)
Limited is interested for the purpose of the SFO.

EREBREMER
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Management, LLC %l 2 Pope Investments, LLC 2
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Corporate Governance and Other Information

EREBREMER

SUBSTANTIAL SHAREHOLDERS’
INTERESTS AND SHORT POSITIONS IN
SHARES AND UNDERLYING SHARES IN
THE COMPANY (CONTINUED)

Notes: (continued)

(7) In accordance with the corporate substantial
shareholder notices on disclosure of interests of
Credit Suisse (Hong Kong) Limited, Credit Suisse
(International) Holding AG and Credit Suisse all filed
for the relevant event took place on 1 February
2007, these shares are registered in the name of
Credit Suisse (Hong Kong) Limited, which is owned
as to 94.75% by Credit Suisse (International)
Holding AG, which is in turn wholly owned by Credit
Suisse. Therefore, Credit Suisse (Hong Kong)
Limited, Credit Suisse (International) Holding AG
and Credit Suisse are deemed to hold or hold a
short position of 66,772,500 shares as defined
under Part XV of the SFO.

8) In accordance with the corporate substantial
shareholder notices on disclosure of interests of
Orient Credit Finance (Hong Kong) Limited (“Orient
Credit Finance”), Orient Finance Holdings (Hong
Kong) Limited (“Orient Finance Holdings”) and %
75 & #1819 A BR A 7] (Orient Securities Company
Limited) (“Orient Securities”) all filed for the relevant
event dated 18 December 2015, (Orient Credit
Finance is directly interested in 864,505,900
shares as person having a security interest.)
Orient Credit Finance is wholly owned by Orient
Finance Holdings, which is wholly owned by Orient
Securities.

9) The percentage of shareholding is calculated on
the basis of 1,880,772,500 issued shares of the
Company as at 30 June 2016.
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Credit Suisse (Hong Kong) Limited 2 &% &5C M
Credit Suisse (Hong Kong) Limited f Credit Suisse
(International) Holding AG# 5 94.75% # # + M
Credit Suisse (International) Holding AG £l Credit
Suisse 2 &H#EH © Bt - RIFZEF LEBRRDIZEXV
EBEFE + Credit Suisse (Hong Kong) Limited * Credit
Suisse (International) Holding AG % Credit Suisse#f1%
AR A 66,772,500 IR 2 KR

#R4% Orient Credit Finance (Hong Kong) Limited
([Orient Credit Finance]) * Orient Finance Holdings
(Hong Kong) Limited ([ Orient Finance Holdings]) &
RAEBEFRODERAR(RAIEF R _Z—RF
FTZATN\BREEFHDRIRRABREERN
JEEIKREEEAN - Orient Credit Finance {EA#AK
= H) A 864,505,900 iRk 10 B #: A s o
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4 - 1 Orient Finance Holdings f 8 /735 52 &
-
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Corporate Governance and Other Information

SUBSTANTIAL SHAREHOLDERS’
INTERESTS AND SHORT POSITIONS IN
SHARES AND UNDERLYING SHARES IN
THE COMPANY (CONTINUED)

Save for the disclosed above, other than the
Directors and chief executive of the Company
whose interests or short positions are set out
in the paragraph headed “Directors’ and chief
executive’s interests and short positions in
shares, underlying shares and debentures of
the Company and its associated corporations”
above, the Company was not aware of any
person who had an interest or a short position
in the shares or underlying shares in the
Company which were required to be recorded
in the register to be kept by the Company under
section 336 of the SFO as at 30 June 2016.

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

Neither the Company nor any of its subsidiaries
has purchased, sold or redeemed any of the
listed securities of the Company during the six
months ended 30 June 2016.
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Corporate Governance and Other Information

EREBREMER

COMPLIANCE OF THE CORPORATE
GOVERNANCE CODE

The Company is committed to achieving a high
standard of corporate governance practice,
such that the interests of our shareholders,
customers, employees as well as the long
term development of the Company can be
safeguarded.

The Company has complied with the code
provisions as set out in the Corporate
Governance Code (the “Code”) during the six
months ended 30 June 2016 as contained in
Appendix 14 to the Listing Rules ensuring that
the Company is up to the requirements as
being diligent, accountable and professional,
except for deviation from provision A.2.1 of
the Code in respect of the roles of Chairman
and chief executive officer (“CEO”) of the
Company. The Board considered that vesting
the roles of Chairman and the CEO in the
same person facilitates the execution of the
Company’s business strategies and maximizes
effectiveness of its operations. The Board shall
nevertheless review the structure from time
to time and shall consider the appropriate
adjustment should suitable circumstance arise.
There are three independent non-executive
Directors in the Board, all of them possess
adequate independence and therefore the
Board considers the Company has achieved
balance of and provided sufficient protection to
its interests.
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DIRECTORS’ SECURITIES
TRANSACTIONS

The Company has adopted the Model Code
as set out in Appendix 10 to the Listing Rules
as the Company’s own code for securities
transactions by its Directors. In addition,
the Company made specific enquiries of all
Directors and each Director confirmed that
during the six months ended 30 June 2016,
they had fully complied with the required
standards as set out in the Model Code.

At no time during the first six months of 2016
were rights to acquire benefits by means of the
acquisition of shares in or debentures of the
Company or any other body corporate granted
to any Director or their respective spouse
or minor children, or were any such rights
exercised by them; nor was the Company or any
of its subsidiaries a party to any arrangement to
enable the Directors, their respective spouses
or minor children to acquire such rights in any
other body corporate.

During the period under review, the Company
has complied with Rules 3.10(1), 3.10(2) and
3.10A of the Listing Rules and appointed three
independent non-executive Directors including
one with financial management expertise.
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EREBREMER

AUDIT COMMITTEE

The Company has established an audit
committee (the “Audit Committee”) in
compliance with the Rule 3.21 of the Listing
Rules. The Audit Committee, comprises
three independent non-executive Directors,
has reviewed the accounting principles and
practices adopted by the Company and
discussed auditing, internal control and financial
reporting matters in relation to the unaudited
interim results for the six months ended 30
June 2016. On 23 August 2016, a meeting of
the Audit Committee was held and the Audit
Committee reviewed the unaudited interim
results for the six months ended 30 June 2016
at the meeting. The Audit Committee are of
the opinion that the financial statements of
the Company for the period ended 30 June
2016 comply with the applicable accounting
standards and the requirements of the Listing
Rules and that adequate disclosures have been
made, and recommend the Board to approve
such financial statements.

REMUNERATION COMMITTEE

The remuneration committee of the Company
comprises three independent non-executive
Directors and one executive Director, and is
responsible for assisting the Board to oversee
the Company’s remuneration packages, bonus
and other compensation payable to Directors
and senior management and establishing a
transparent procedure for developing policy on
such remuneration.
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NOMINATION COMMITTEE

The nomination committee (the “Nomination
Committee”) of the Company, comprises three
independent non-executive Directors and two
executive Directors, is responsible for reviewing
the structure, size and composition of the
Board, identifying individuals who are suitably
qualified to become members of the Board, and
assessing the independence of the independent
non-executive Directors. Having regard to
the independence and quality of nominees,
the Nomination Committee shall make
recommendations to the Board so as to ensure
that all nominations are fair and transparent.
The Nomination Committee is also responsible
for reviewing the succession planning for
Directors, in particular the Chairman and the
CEO.

PUBLICATION OF INTERIM RESULTS
ANNOUNCEMENT AND INTERIM
REPORT

The 2016 interim report will be despatched to
Shareholders as well as made available on our
Company’s website at www.wuyi-pharma.com
and the Stock Exchange’s website at
www.hkexnews.hk.
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EREBREMER

ACKNOWLEDGEMENT

I would like to offer the Board’s sincere
gratitude to the management team and all other
employees for their hard work and dedication.
Their excellence and commitment are of vital
importance in enhancing the Company’s
sustainability.

Finally, | would like to take this opportunity
to thank our shareholders and all other
stakeholders for their continuous support and
confidence in us.

On behalf of the Board
LIN OU WEN
Chairman and Chief Executive Officer

Hong Kong, 30 August 2016

As at the date of this report, the Board
comprises 3 Executive Directors, namely Mr.
Lin Ou Wen (Chairman), Mr. Lin Qing Ping and
Mr. Lin Min, and 3 Independent Non-executive
Directors, namely Mr. Zhang Jie, Mr. Zhang Xue
Wen and Mr. Wu Cheng Han.
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