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Corporate Information (Continued)
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Financial Highlights
IRE

FINANCIAL HIGHLIGHTS

Revenue of the Group decreased by 27.2% to RMB414.4 million for
the Reporting Period (six months ended 30 June 2016: RMB569.4
million), primarily because sales volume of the Group’s major
products declined during the adjustment process in response to the
implementation of “Two-Invoice System” across the pharmaceutical
distribution industry in China.

Gross profit of the Group decreased by 68.6% to RMB26.1 million
for the Reporting Period (six months ended 30 June 2016: RMB83.1
million), due to a decrease in sales volume and an increase in
average the unit cost of sales as a result of the depreciation of RMB
against USD.

During the Reporting Period, the Group recorded net loss of
RMB31.5 million (six months ended 30 June 2016: net profit of
RMB30.5 million), representing a decrease of RMB62.0 million.

During the Reporting Period, loss attributable to owners of the
Company amounted to RMB31.5 million, representing a decrease
of RMB62.6 million as compared to the net profit attributable to
owners of the Company of RMB31.1 million for the six months
ended 30 June 2016.

Basic loss per share amounted to RMB0.020 during the Reporting
Period (six months ended 30 June 2016: basic earnings per share of
RMBO0.021).

The Board resolved not to declare any interim dividend for the
Reporting Period (six months ended 30 June 2016: HK$0.0033 per
share, equivalent to RMB0.0028 per share).

Sinco Pharmaceuticals Holdings Limited Interim Report 2017
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Financial Highlights (Continued)
MR REER)

Six months ended 30 June

BZ6H30HL<MEA
2017 2016
20175 20164
RMB’'000 RMB’000
ARET T AREETFTT
(unaudited) (unaudited)
(REBER) (RE&EZ)
Operating results P
Revenue Wk 414,368 569,373
Gross profit ES 26,116 83,054
Profit/(loss) before tax MR ATHEF () (35,717) 40,416
Profit/(loss) for the period HAPSH A, (E51E) (31,521) 30,546
Profit/(loss) attributable to owners KAEHEA AEEZR,(EE)
of the Company (31,520) 31,062
Profitability EF|
Gross margin (%) FEFIE (%) 6.3% 14.6%
Net profit margin (%) AR 2R (%) -7.6% 5.4%

30 June 2017

31 December 2016

201756 A30H 2016912 A31H
RMB’000 RMB’000
ARET T AREEFTT

(unaudited)

(REBER)

Financial position BRI
Total assets BEE 934,245 787,727
Total liabilities Hwak 507,787 330,452
Total equity arEs 426,458 457,275
Equity attributable to owners of the Company 72 RI¥EHB AFE(GRERS 427,363 458,179
Cash and cash equivalents* Be MR EEBY* 132,991 154,079
@ As stated in the statement of cash flows 2 REemERMT

2017 R EATRE
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Corporate Profile
NEE

With extensive experience in the distribution of pharmaceutical imports,
the Group provides comprehensive MPCM services for small and medium-
sized overseas pharmaceutical manufacturers. Based on the revenue in
2016, we are the fourth largest provider of MPCM services in the Chinese
pharmaceutical industry. Meanwhile, the Group is the only MPCM
service provider for imported blood products in the PRC, leveraging our
quality product portfolio that centers on blood products and nationwide
marketing and promotion network.

The marketing and promotion services provided by the Group
include: coordinating and cooperating with overseas pharmaceutical
manufacturers in respect of import registration/re-registration and
other issues required by regulatory authorities; establishing customized
marketing and promotion strategies based on the consideration of the
product’s therapeutic areas and characteristics, regulatory environment,
market demand and other commercial factors; selecting, appointing and
managing third-party service promotors; holding academic conferences,
lectures, seminars, and other promotional activities; and informing doctors
of the medical uses and effects of the Group's products.

The channel management services provided by the Group include:
product clearance and testing; cooperating with third parties on logistics
and delivery; participating in tenders; confirming the purchase orders of,
delivering products to and collecting payment from third-party promotors;
analyzing sales information and providing the latest sales information of
products for suppliers; and managing and improving the inventory level of
commercial distribution channels.

The Group’s product portfolio covers multiple therapeutic areas, such
as anti-infectives, blood products, and products for digestive and
cardiovascular systems. We select quality products from overseas markets,
to meet the unsatisfied medical demand of the domestic market, and
securing high growth potential in the Chinese pharmaceutical industry
with the outstanding clinical results of such products.

As at 30 June 2017, the Group had approximately 50 internal staff
members for marketing and sales. They cooperated with 530 distributors
and promoters in 31 Chinese provinces, municipalities and autonomous
regions, selling products to approximately 1,200 Class-lll hospitals, 1,500
Class-Il hospitals and over 1,000 Class-I hospitals, pharmacies and other
medical institutions across the country.

Sinco Pharmaceuticals Holdings Limited Interim Report 2017
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Management Discussion and Analysis

BEER W R DT

BUSINESS REVIEW

2017 is an important year for comprehensively delivering the spirit of the
National Hygiene and Health Conference (& Bl#T4 EfEEE A E) and the
“13th Five-Year Plan” for pharmaceutical reform. It is also a crucial year
to establish a systematic framework of basic healthcare and meet the
stage target of the medical reform. Given the acceleration of industrial
restructuring, China is striving to develop the systems for hierarchical
diagnosis and treatment, modern hospital management, national medical
insurance, protection of pharmaceutical supply, and integrated regulation.
On the one hand, the whole pharmaceutical industry faces the dilemma
caused by tightened medical insurance budgets, the price limits and rising
costs of pharmaceutical products. On the other hand, the pharmaceutical
industry has the potential of attracting more capital injection, owing to
the deepening reform of public hospitals and the emerging healthcare
industry.

During the Reporting Period, pharmaceutical distribution businesses
are confronted by a more complicated macro-environment affected by
policies such as price reduction through public tendering, tightened
medical insurance budgets, “Two-invoice System”, “Value-added Tax in
place of Business Tax"”, public hospitals cancelling pharmaceutical price
hikes. Under such policies, the Group continues to face pressure and
challenges in its business, with the overall operating results significantly
compromised. During the Reporting Period, The Group recorded a total
revenue of RMB414.4 million (for the six months ended 30 June 2016:
RMB569.4 million), representing a year-on-year decrease of 27.2%,
primarily because sales volume of the Group’s major products declined
during the adjustment process in response to the implementation of
“Two-Invoice System” across the pharmaceutical distribution industry in
China. The gross profit of the Group amounted to RMB26.1 million (for
the six months ended 30 June 2016: RMB83.1 million), representing a
year-on-year decrease of 68.6%, due to a decrease in sales volume and
an increase in the average unit cost of sales as a result of the depreciation
of RMB against USD. To cope with the current dilemma, the Group has
regarded industrial development trends and business demands as its
orientation, optimized its product structure, adopted reasonable tendering
strategies and fully tapped into product quality and brand advantages.
On top of that, the Group has sought to improve product sales by
continuously strengthening its marketing campaign and exploring new
sales channels, so as to bring the Group’s operating results back on track.

1. Product Operation
The Group’s existing product portfolio encompasses many quality
products by small and medium-sized overseas pharmaceutical
manufacturers, covering multiple therapeutic areas such as
anti-infectives, blood products, and products for digestive and
cardiovascular systems.

£ G
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Management Discussion and Analysis (Continued)

EEEWK
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Human Albumin Solution

The capacity of blood products displays a growing momentum in the
Chinese end market, as China witnesses improving medical services,
greater health awareness and ability to pay among residents, and
the faster growth of an aging population. In China, the production
of blood products is restricted by the limited number of plasma
collection stations and amount of plasma collection, leaving a huge
gap in market demand. Since the second half of 2015, the removal
of restrictions on blood product price has led Chinese provinces
to successively include blood products in the catalogue of price
negotiation categories and launch online procurement programs
for such products. This has boosted the price of blood products in
varying degrees.

Manufactured by Octapharma, which is a global leading
manufacturer of blood products, the Human Albumin Solution
operated by the Group is used to treat the shock caused
by hypovolemia, remove edema and poisonous substances,
and treat neonatal hyper-bilirubinemia. As the exclusive
service provider of Octapharma Human Albumin Solution
for 24 provinces, municipalities and autonomous regions in
China, the enlarged scope of human albumin indications
in the Catalogue of Pharmaceutical Product for National
Basic Medical Insurance, Work-Related Injury Insurance and
Maternity Insurance (2017 Edition) ({ Bl R & A& 2 & R &

ITERBRIMAESRE SR E 8Q017F R)), “2017 Natlonal
Insurance Catalogue”), has laid a good market foundation for the
Group to sell our Human Albumin Solution.

However, given the faster approval of plasma collection stations in
China, there has been a substantial growth in the Human Albumin
Solution supply from domestic manufacturers, and a continuous
increase in the supply of imported Human Albumin Solution,
the overall supply of Human Albumin Solution has risen during
the Reporting Period. Furthermore, the reform of the domestic
pharmaceutical distribution industry led to increasing competition
in the original sales channels of the Group’s Human Albumin
Solution, while the construction of new sales channels and networks
was still in its early stage. Hence, during the Reporting Period, the
sales revenue of Human Albumin Solution reached RMB217.6
million, representing a year-on-year decrease of 31.9%. Faced by
the competition in original sales channels, the Group has quickly
adjusted its sales strategy according to market changes. Meanwhile,
to achieve stable and bigger sales, the Group has been actively
developing new markets and a sophisticated marketing network
with extension to end markets.

Sinco Pharmaceuticals Holdings Limited Interim Report 2017
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Management Discussion and Analysis (Continued)
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Axetine (Cefuroxime Sodium for injection)

Manufactured by Medochemie from Cyprus, Axetine is classified
as the second generation of cephalosporin antibiotics. It is used
to remedy bacterial infections caused by sensitive bacteria,
including respiratory infection, urinary tract infection, and skin
and soft tissue infections. The product has been included in the
National Catalogue of Essential Pharmaceuticals and the Category
A products of 2017 National Insurance Catalogue. The product
serves as a major anti-infection medicine domestically, owing to its
high adherence and safety as revealed during its long-term clinical
application. Nonetheless, antibiotics faces mounting pressure of
price reduction, against the backdrop of tightened medical insurance
budgets and public tendering for price reduction, coupled with
demand-based procurement, consortium procurement, “Double-
Envelope” tendering and secondary bargaining. In the meantime,
the advantages of pharmaceutical imports have been compromised
by relevant policies that tend to protect domestic first-time generic
drugs that meet international standards. Additionally, 2017 is the
first year for the pilot “Two-Invoice System”. Its new regulations
would lead to the adjustment of sales channels in various provinces,
municipalities and autonomous regions. The sales of Axetine were
also affected. During the Reporting Period, the sales revenue of
Axetine amounted to RMB123.2 million, representing a decrease
of 17.0% as compared with the corresponding period of last year.
With the gradual implementation of the “Two-Invoice System”, the
Group will complete its adjustment of sales model and network. It is
believed that the sales of the product will gradually recover.

Medocef (Cefoperazone Sodium for injection)

Manufactured by Cyprus-based Medochemie, Medocef is classified
as the third generation of cephalosporin antibiotics. The product is
used to remedy bacterial infections caused by sensitive lactamase,
including respiratory infection, urinary tract infection, biliary tract
infection, abdominal infection, skin and soft tissue infections, pelvic
infection and septicemia; the product is also effective in treating
the brain infections caused by influenza and meningococcus. Due
to abnormal supply caused by the manufacturer’s insufficient
production, sales of Medocef amounted to RMB5.5 million during
the Reporting Period, representing a decrease of 79.0% as compared
with the corresponding period of last year. The manufacturer expects
the product supply to gradually return to a normal level by the end
of 2017.
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Management Discussion and Analysis (Continued)
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Trifamox IBL (Amoxicillin Sodium and Sulbactam Sodium for
injection)

Trifamox IBL is a new product introduced by the Group at the end
of 2016. Manufactured by Laboratorios Bago S.A. from Argentina,
Trifamox IBL is a classic compound preparation of penicillin-amidase
inhibitors and an imported original product. The product is used to
treat the respiratory infection, skin and soft tissue infections, pelvic
infection, urinary system infection, oral cavity infection and severe
systemic infection caused by B — lactamase generating bacteria
resistant to beta — lactam antibiotics and cephalosporin. During
the Reporting Period, due to tightened pharmaceutical policies and
the product nature of “restricted medication”, the sales revenue of
Trifamox IBL amounted to RMB17.7 million.

Other products

Apart from the products above, the Group’s product portfolio
also encompasses products below, which contributed revenue of
approximately RMB50.4 million aggregately during the Reporting
Period.

HFi8ia (V5T R Pk anEF E4EE)

BEERAEER2016FFEIIENTER
FRFARFE BRI B A - A M BRI
BIEE S R - RS OER - ERARYEEBE
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EWBAREI177TEET -
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Name Common Name Indication Revenue
=z BRAA B ELE Wz
(RMB million)
(AR®BEET)

Diphereline Triptorelin acetate Metastatic prostate cancer, precocious puberty,

for injection

EIEM Y5 PR B BA A AR

Etiasa Mesalazine Sustained

Release Granules

B8 b7 ISR R ERERAA
Tanakan Ginkgo biloba
ER AR

female infertility, and pre-operational

uterine fibroids
EEERSIRE - RR - ZEREE

FHoaTF =B 19.9
Ulcerative colitis, ulcerative proctitis, and

Crohns Disease
BEEERL  BRMEBANRERRE 14.9
Symptoms of chronic neurologic sensation

and cognitive pathologic defects in

elderly patients
ZFE NSRRI R B R AN IR I ERPE

EE K 8.6

Applicable to dissolving cholelithiasis

HRA AR IEE R4 6.6
Hypophosphatemia, chronic alcohol poisoning,

long-term malnutrition, chronic respiratory

failure and other chronic diseases

BB IE - @MEBRTS - REZETR

18 MM IR R B 18 1 RS 0.3

Acute and chronic diarrhea, esophagitis and

the pains relating to stomach, duodenum

Taurolite Tauroursodeoxycholic

acid capsule
HEER HErkEaMERB R
Esafosfina Fructose 1, 6-diphosphate

for injection
EER JESTAN,6— —HiEE RIE
Smecta Montmorillonite powder

and colon diseases

BEE SMRAR = BMER

RERREAS - + =15 -

HEB R RE BN E B 0.1
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Management Discussion and Analysis (Continued)
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Marketing Network Development

The Group provides its marketing service through its internal teams
and their cooperation with third-party promoters. Hence, one of the
Group's key development strategies is to continuously expand the
marketing network and enhance distributor management.

During the Reporting Period, the Group took “Flexible, Professional
and Efficient” as its objective, and strove to develop its marketing
team in respect of the ability of quickly responding to market
environment changes and executing operational plans with high
efficiency. Furthermore, the Group sorted out its human resources
in each division. The marketing team had its structure streamlined
and its performance management further refined, with optimized
allocation of resources that are invested in each product and higher
efficiency of business operation. As at 30 June 2017, the Group had
an internal marketing team of approximately 50 members.

At the same time, the implementation of “Two-Invoice System” took
place at a faster pace in each province. To positively respond to such
implementation, the Group had required each product division to
comprehensively sort out the existing structure of product distributor
network. Based on sufficient communication with its distributors,
the Group has further extended its sales channels to end markets
through the collaboration between its internal marketing team and
local distributors. Originally, service promoters were allocated by
region. Now, the promoters are matched with each hospital of the
region concerned, which enables the sales network to reach the
end market. Besides, the coverage of the network has also been
extended from large top Class-lll hospitals to provincial, municipal
and county hospitals, to keep improving market penetration.

In addition, the Group has further improved the direct participation
of its internal marketing team in product marketing activities.
In this regard, approaches include regularly training third-party
promoters on product knowledge, hosting or taking part in medical
or pharmaceutical conferences, symposiums and product seminars
to directly partake in the academic promotion activities of products,
and extend the opinion leadership network for the main therapeutic
areas of products. All the approaches serve to ensure accurate and
timely delivery of product information to doctors. Except for product
promotion, the Group has taken the initiative to invite third-party
promoters from across the country to discuss and interpret the
major impact of national policies, to increase the added value and
attraction of the Group’s training. During the Reporting Period, the
Group had 530 distributors and promoters in 31 Chinese provinces,
municipalities and autonomous regions, covering approximately
1,200 Class-lll hospitals, 1,500 Class-Il hospitals, and over 1,000
Class-I hospitals, pharmacies and other medical institutions.
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3. The Cold Chain Storage Facility

Considering the future demand for business expansion and the
significant demand for pharmaceutical cold chains in the storage
and delivery of blood products and bio-products, the Group has
constructed a cold chain storage facility in Shuangliu District,
Chengdu, Sichuan Province. The Group has applied to Shuangliu
District Government for land transfer, with its procedures well under
way. The Group has completed the first phase of its cold chain
storage facility (15,000 square meters), which can satisfy the Group’s
storage demand and provide better control for the quality and safety
of the blood products in our product portfolio. Additionally, we
will be able to provide third parties with pharmaceutical cold-chain
storage services of high quality, upon completing the second-phase
construction (which includes 25,000 square meters of cold chain
storage and 47,000 square meters of research and development
base).

4. Research and Development

The Group has entered into a collaboration agreement with the
China Academy of Chinese Medical Sciences to develop “Sinco 1”,
a realgar-based chemical medicine for treating acute promyelocytic
leukemia. The collaboration aims for the upstream extension of the
Group’s business and the future provision of a new medicine for
patients in the therapeutic area. The Group has attained certain
progress in the research and development of Sinco |, with current
efforts to design and build a pilot plant for pilot experiments. During
the Reporting Period, the Group incurred RMB1.1 million as the
research and development investment for developing Sinco I.

FUTURE AND OUTLOOK

In the first half of 2017, the domestic and global macro-economic
environment still remain in uncertainty. Under the top-level strategy for
a "Healthy China”, the Chinese pharmaceutical and healthcare reform
will enter a crucial year that features full implementation of multiple
medical-reform policies, optimization of industrial structures, upgrade
of technologies and facilities, and more support for international
development. Meanwhile, there will be greater disparity in corporate
and product landscape, together with faster industrial integration,
presenting both opportunities and challenges. Factors, such as an aging
population, greater health awareness, changes to disease spectrum and
the application of new technologies, will generate long-term demand
to support the development of the Chinese pharmaceutical industry.
As an important sector in China relating to people’s livelihood, the
pharmaceutical and healthcare industry still enjoys a strong growth
momentum and huge demand.
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The Group will continue with its corporate development strategies of
expanding the marketing network and optimizing the product portfolio,
and maintain the business of blood products as a core therapeutic area.
With such positive efforts in corporate development, the Group seeks to
grow bigger and stronger on a continuous basis. In respect of expanding
its marketing network, the Group will build its sales team at a faster
pace, continuously localize the channels in its marketing network, and
extend it to the end market by establishing multi-mode cooperation with
hospitals, all in a bid to contribute higher profit to the Group, develop
core marketing capabilities and build a terminal network to accommodate
more products.

As for optimizing its product portfolio, the Group will stick to blood
products as a core therapeutic area in its product development, continue
its close cooperation with Octapharma, actively seek cooperation
opportunities on new products, and further enhance the ability to provide
MPCM service for its Human Albumin Solution. Moreover, the Group will
actively search for quality overseas products that meet the Chinese market
demand and are in line with the Group's strategies and policies, coupled
by active efforts to identify opportunities of acquiring quality rights of sale
to enrich the existing and future product portfolios.

FINANCIAL REVIEW

Revenue

The Group recorded revenue of RMB414.4 million for the Reporting
Period, representing a decrease of RMB155.0 million, or 27.2% as
compared to RMB569.4 million in the corresponding period of 2016,
mainly due to the following factors:

(i) in response to the different implementation schedules of “Two-
Invoice System” across the pharmaceutical circulation industry in
each province, municipality and autonomous region in China, the
Group was undertaking ongoing adjustment to its business model
and sales network, which led to a decrease in sales volume of
products during such ongoing adjustment period. Among which
sales volume of Axetine and Medocef decreased by approximately
30.5%, and revenue decreased by RMB45.9 million as compared to
the corresponding period of 2016; while for relatively new products
with weak market foundation, i.e. Taurolite and Esafosfina, sales
volume decreased by approximately 90%, and revenue decreased by
RMB68.5 million as compared to the corresponding period of 2016;

(i) affected by the market adjustment of blood products, sales volume
of Human Albumin Solution decreased by approximately 30.4% as
compared with the corresponding period of 2016 and in response to
the market competition, the Group also reduced the average selling
price slightly by 2.1%. As a result, revenue contributed by Human
Albumin Solution decreased by RMB101.7 million as compared to
the corresponding period of 2016; and
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(i) Qingdao Ruichi Pharmaceuticals Co., Ltd. (“Qingdao Ruichi”)
was acquired by the end of 2016, and contributed revenue of
approximately RMB61.0 million during the Reporting Period, mainly
generated from the sales of Diphereline, Tanakan, Etiasa and

Trifamox IBL.

For detailed discussion of operation performance by products, please refer
to the section headed “Management Discussion and Analysis — Business
Review".

Cost of sales

The Group recorded the cost of sales of RMB388.3 million for the
Reporting Period, representing a decrease of RMB98.0 million or 20.2%
as compared to RMB486.3 million in the corresponding period of 2016,
which was in line with the decrease in sales volume.

Gross profit and gross profit margin

The Group's gross profit for the Reporting Period decreased by RMB57.0
million, or 68.6% as compared to the corresponding period of 2016.
Gross profit margin decreased from 14.6% in the first half year of 2016
to 6.3% for the Reporting Period. The decrease could be further analyzed
as below:

(i) affected by the depreciation of RMB against USD, the Group’s
purchase cost of products increased, which led to an increase in
average unit cost of sales by approximately 5% to 6% during the
Reporting Period as compared with the first half year of 2016; and

(i) the reduction of average selling price of Human Albumin Solution by

2.1% as mentioned above.

Other income and gains

Other income and gains for the Reporting Period amounted to RMB3.0
million, representing an increase of RMB2.8 million as compared with the
corresponding period of 2016, primarily due to the increase in (i) interest
income on an available-for-sale investment of RMB1.9 million; and (ii)
government grants of RMBO.6 million.

Selling and distribution expenses

During the Reporting Period, the Group recorded selling and distribution
expenses of RMB11.1 million, representing an increase of RMB9.0 million
as compared with the corresponding period of 2016, primarily because in
responding to the gradual implementation of “Two-Invoice System”, the
Group has streamlined its distributor network, and involved more internal
sales team to cooperate with regional third-party promoters. As a result,
the Group’s marketing and promotion expenses increased by RMB5.8
million, while staff costs and travelling expenses incurred by internal sales
team also increased by RMB2.6 million during the Reporting Period.
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Administrative expenses

During the Reporting Period, the Group recorded administrative expenses
of RMB29.1 million, representing a decrease of RMB6.1 million as
compared with the corresponding period of 2016, primarily due to the
decrease in listing expenses of RMB17.5 million. The decrease was partially
offset by the increase in the following aspects:

(i)  directors’ remuneration and staff costs (including share option
amortization expense) of RMB2.8 million;

(i) depreciation of RMB2.5 million in relation to the increase in

property, plant and equipment since the second half year of 2016;
(i) the amortisation expenses of the exclusive distribution right of
RMB2.3 million were reclassified from cost of sales to administrative
expenses;

(iv)

daily operation expenses of RMB1.9 million; and
(v) professional consultation fee of RMB2.0 million.

Other expenses

During the Reporting Period, the Group recorded other expenses of
RMB13.5 million, representing an increase of RMB11.6 million as
compared with the corresponding period of 2016, mainly due to the
incurrence of foreign exchange losses of RMB11.1 million.

Finance costs

During the Reporting Period, the Group recorded finance costs of RMB8.9
million, representing an increase of RMB5.2 million as compared with
the corresponding period of 2016, among which (i) interest on bank
borrowings increased by RMB2.3 million, as the Group has obtained
more bank borrowings since the second half year of 2016 to facilitate
the increasing purchase of Human Albumin Solution; and (ii) interest
on discounted bills receivable of RMB2.7 million for efficient capital
management purpose.

Income tax credit/(expense)
During the Reporting Period, the Group recorded income tax credit of
RMB4.2 million as the operation result was in a loss position.

THRX

RBERR  AEEHKSTEHIARE2.188
T B2016FRMBLOARKCIBETL  TEHAR
FHERRISARBI75EBET - ROBAUTEIE
BB INFT R K8 -

() ZBEEFHREIAAN(RIEERESEERSAR
¥28BEET

(i) E2016F NHEFARBEWE « ME MR EHEN
WEARK25BET

BREHBEEHFAIARE23IBETHIFHEK
REHMDPETHRFAX

(iii)

vy HEZERIARKI9EBEEL: &

v) FEXFABARK20BET

HAtbhi <

RBEHRN  AEEHFSHMHAXARKI3SEE
T BR016FRMIEMARB 11 6BET TERH
RELINEBEBARBNABET

BAFE R

RBEHAR  AKREFBUBRAAREIBE
T B016FRMIEMARKES2BEET - EF()H
R E20165F T HFURAEBEUSE ZRITER + A
BIRIAMBERIHRMNREBE - EEERITRE A
ERMARK235ET  MRBRERES - &
WEIRRRIRA SIBMA R 2 7B ST

FrigBiise, (B%)
RIBEHA - ARNEEXBRNERNRE - AREEX
BIAEHERARBI2AET °

2017 FHIdRE BERERRZERERAR

15



16

Management Discussion and Analysis (Continued)

EEE® R (&)

Profit/(loss) for the Reporting Period

As a result of the foregoing, the Group recorded net loss of RMB31.5
million, representing a decrease of RMB62.0 million as compared to the
net profit of RMB30.5 million in the corresponding period of 2016.

Inventories

Inventory balances increased by RMB55.2 million to RMB192.8 million as
of 30 June 2017 (31 December 2016: RMB137.6 million). The increase
was mainly due to the increase in Human Albumin Solution by RMB97.7
million as a result of the decline in sales volume affected by market
adjustment of blood products. The increase was partially offset by the
decrease in Axetine and Medocef products of RMB5.8 million, the
decrease in Taurolite and Esafosfina of RMB6.6 million and the decrease
in inventory balance of Qingdao Ruichi of RMB30.1 million.

The Group’s average inventory turnover days increased from 45 days for
the year ended 31 December 2016 to 77 days for the Reporting Period,
primarily due to the sales volume decrease and inventory balance increase
of Human Albumin Solution.

Trade and bills receivables

Trade receivable increased by RMB37.5 million to RMB49.3 million as
of 30 June 2017 (31 December 2016: RMB11.8 million). During the
Reporting Period, the Group's trading terms with its customers are mainly
on full payment in advance of delivery either in cash or bills receivable
accepted by a bank except for certain customers which are granted credit
terms ranging from 30 days to 60 days. Average bills and trade receivable
turnover days decreased from 21 days for the year ended 31 December
2016 to 15 days for the Reporting Period, mainly reflecting the impact of
the acquisition of Qingdao Ruichi.

Based on the invoice date, all trade receivables of the Group as of 30 June
2017 were aged within 2 month and were neither past due or impaired.

Trade payables

Trade payables decreased by RMB15.2 million to RMB30.6 million as of
30 June 2017 (31 December 2016: RMB45.8 million), primarily due to
the settlement of payables of RMB22.9 million from Qingdao Ruichi, as a
result the average trade payable turnover days decreased from 26 days for
the year ended 31 December 2016 to 18 days for the Reporting Period.
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Payments in advance

Payments in advance decreased by R\MB87.8 million to RMB12.1 million as
of 30 June 2017 (31 December 2016: RMB99.9 million), primarily because
(i) the cold chain storage facility of approximately RMB93.6 million were
transferred to property, plant and equipment during the Reporting
Period; and (ii) the payment in relation to acquisition of a pharmaceutical
company of RMB3.5 million.

Available-for-sale investment

The balance as of 30 June 2017 represented a one-year fund of HK$120.0
million (equivalent to RMB103.5 million), namely William Merger and
Acquisition Fund No. 9 (the “Fund”) issued by Shenzhen City William
Financial Holding Limited, an independent third party, on 13 July 2016. As
of 30 June 2017, the Group's Fund with a carrying amount of HK$126.6
million (equivalent to RMB109.8 million) (31 December 2016: HK$124.4
million, equivalent to RMB111.3 million) was measured at fair value.
Please refer to the Company’s announcement dated 13 July 2016 for
further details.

Borrowings and gearing ratio

As of 30 June 2017, the Group's interest-bearing bank loans amounted
to RMB141.2 million (31 December 2016: RMB165.0 million), all of which
were repayable within one year.

Apart from bank borrowings, in June 2017, the Group has issued bonds
(the “Bonds”) of HK$120.0 million and convertible bonds (the “CB")
of HK$40.0 million. The Bonds bear interest at 10% per annum and the
CB bear interest at 8% per annum and convertible into the shares of the
Company, details of which have been set out in the announcements of
the Company dated 25 June 2017, 27 June 2017 and 30 June 2017. As
of 30 June 2017, the Bonds and CB amounted to RMB138.4 million (31
December 2016: nil).

The Group’s gearing ratio is calculated as net debt divided by the sum of
total equity and net debt, with net debt equal to interest-bearing bank
loans, Bonds and liability component of CB minus cash equivalents. As of
30 June 2017, the Group's gearing ratio was 31.0% (31 December 2016:
12.1%).
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Liquidity and capital resources

The following table is a condensed summary of the Group’s consolidated

statement of cash flows during the Reporting Period.

Net cash from/(used in) operating activities

Net cash used in investing activities

Net cash from financing activities

Net increase/(decrease) in cash and cash equivalents

Effect of foreign exchange rate changes
Cash and cash equivalents at beginning of the period

Cash and cash equivalents at end of the period

Analysis of balances of cash and cash equivalents:

RBEERELRTR
TRAAEENREDASGEE S RERNEATE
&=,
For the six months ended 30 June
HE6H308 LLAEA
2017 2016
20175 20164
RMB’000 RMB’000
AR¥T T AREFTT
(unaudited) (unaudited)
(REBER) (RiggZ)
e EEE (PR )R e F58E (88,157) 8,666
REEEMAR S FE (39,392) (35,254)
BEEBISHRSFEE 107,190 327,014
We MRS S EYEMN/

CR) 558 (20,359) 300,426
NG [ R i B (729) 3,611
HURe MRS EEY 154,079 60,206
HRBEeMRSEEY 132,991 364,243

RE RS EBMEHIT -

For the six months ended 30 June

Cash and cash equivalents as stated in
the statement of financial position

Time deposits with original maturity of less than
three months when acquired, pledged as
security for issuance of letters of credit

Cash and cash equivalents as stated in the
statement of cash flows

HZ6H30HIEAEA
2017 2016
20174 2016%F
RMB’000 RMB’000
ARET T ARBFT
(Unaudited) (Unaudited)
(REEEZ) (RigEZ)
AR ERFTYIR © &
REEEY 83,969 284,661
[REIERE BB =18 A Ak
BRI AEE R EBRTR
49,022 79,582
MEmEXRMTE
HEZEY) 132,991 364,243

Net cash from/(used in) operating activities

During the Reporting Period, the Group’s net cash used in operating
activities was RMB88.2 million. This was mainly due to the cash used in
purchase of Human Albumin Solution and importation tax and charges is
greater than the cash received from sale of the products.
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Net cash used in investing activities

During the Reporting Period, the Group’s net cash used in investing
activities was RMB39.4 million, including (i) placement of pledged deposits
of RMB30.0 million; and (ii) payment in relation to capital expenditure
of RMB9.5 million with details set out in the capital expenditure analysis
below.

Net cash from financing activities

During the Reporting Period, the Group’s net cash from financing
activities was RMB107.2 million, mainly representing (i) proceeds of bank
borrowings of RMB142.7 million; and (i) proceeds from Bonds and the CB
of RMB139.7 million. The cash inflow was partially offset by (i) repayment
of bank borrowings of RMB166.4 million; (i) payment of bank borrowing
interests of RMB5.7 million; and (iii) payment of interest on discounted
bills receivables of RMB3.1 million.

The following table sets out the Group’s cash and cash equivalents at the
end of the Reporting Period:

RETETARE TR

RBERA - AEERREEBMARSFEAAR
39488 BROFECERERARK30.08
B RiVEEHERARAIARBISEEL &
BFBEHN TXERALZ S -

RE R BRE TR

RRERA - AEBRBE TSRS FEAAR
1072687 - TEROBITEROAERIBARE
1427887 RVESEMATRRESFHBSRIEBEA
R#139.788 T - REFTABROVEERRITERAR
16648 &L (VXN RITERFNEARKES 7HE
TC o R(iNE A EWARE ER A EAREI BB
D -

TRENAKERNREHRNAS LIRS FEY

30 June 31 December
2017 2016
201756 H30H 2016%F12A31H
RMB’'000 RMB'000
AR¥TT ARETTT

(unaudited)

(REEEZ)
Denominated in RMB NAREE 79,823 100,945
Denominated in US$ LAZETTEHE 1,725 36,467
Denominated in HK$ LB TTEHE 51,002 16,251
Denominated in Euro AR TETHE 441 416
132,991 154,079

Foreign currency risk

The Group’s purchase of products from the overseas suppliers is
denominated in US$ and Euro. Most of the Group's assets and liabilities
are denominated in RMB, except for certain items of cash and cash
equivalents, pledged bank balances, other receivables, available-for-sale
investments, prepayments and trade payables, bank loans, Bonds and CB
that are denominated in US$, Euro and HKS.

The Group does not enter into any hedging transactions to manage the
potential fluctuation in foreign currencies. Management monitors the
Group's foreign currency exposure and will consider hedging significant
foreign currency exposure when the need arises.

SN L P
AEEREIMIERBEEMATTREITHE < A
SEARFBHIEERBEAARKE  HETRER
ReFEY CEMRTHESR - HmUKFIR - ATt
HERE ANFEMESENFOR - |RITER &
M Al EZE R AIPAKTT - BT RBTTAHE -

AEE W EE]AEME PR HAERINEBERD ©
EEEGERASEINERR WHEEHTEREZE
HmEAINER R ©
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Management Discussion and Analysis (Continued)
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Capital expenditure

The following table sets out the Group’s capital expenditure for the

periods indicated:

= ENE
TREINAEERFA RSB EARFMX :

For the six months ended 30 June

BZE6H308L~EA
2017 2016
20174 20164
RMB’000 RMB’000
ARBTT ARBETTT
(unaudited) (unaudited)
(RBER) (REER)
Purchase of property, plant and equipment BEWE  BEREE 5,998 25,754
Acquisition of a subsidiary W — M AR = 9,500
Prepayment for the acquisition of a subsidiary gl i1l ) =YNCINEA NP/ 3,520 -
9,518 35,254
EMPLOYEE AND REMUNERATION POLICY EEREMKE
As of 30 June 2017, the Group had a total of 130 employees. For the  # % 201746 A30H

Reporting Period, the total staff costs of the Group was RMB8.7 million as
compared to RMB4.4 million for the six months ended 30 June 2016.

The Group’s employee remuneration policy is determined by taking into
account factors such as remuneration in respect of the local market, the
overall remuneration standard in the industry, the inflation level, corporate
operating efficiency and employee performance. The Group conducts
performance appraisals once every year for its employees, the results of
which are applied in annual salary reviews and promotional assessments.
The Group's employees are considered for annual bonuses according
to certain performance criteria and appraisals results. Social insurance
contributions are made by the Group for its PRC employees in accordance
with the relevant PRC regulations.

The Group also provides continuous learning and training programs to
its employees to enhance their skills and knowledge, so as to maintain
their competitiveness and improve customer service. The Group did not
experience any major difficulties in recruitment, nor did it experience
any material loss in manpower or suffer from any material labor dispute
during the Reporting Period.

In addition, the Company adopted a share option scheme to recognize
the contribution by certain employees of the Group, and to provide them
with incentives in order to retain them for the continuing operation and
development of the Group.
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Management Discussion and Analysis (Continued)
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RISK MANAGEMENT

The principal risks and uncertainties identified by the Company which may
have material and adverse impact on our performance or operation are
summarised below. There may be other principal risks and uncertainties in
addition to those set out below which are not known to the Company or
which may not be material now but could turn out to be material in the
future.

o Failure to maintain relationships with existing suppliers — The Group
currently sources all the products in portfolio from limited suppliers,
either directly or indirectly through their sales agents.

o Exchange rate fluctuation — The Group’s purchase of products from
the overseas suppliers is denominated in US$ and Euro, and certain
items of bank balances, available-for-sale investments and bank and
other borrowings are denominated in US$, Euro and HKS.

o Decrease in gross profits due to increase in cost and competition.

o Experience prolonged delays or significant disruptions to the supply
of the products.

The Company believes that risk management is essential to the Group’s
efficient and effective operation. The Company’s management assists the
Board in evaluating material risk exposure existing in the Group’s business,
and participates in formulating appropriate risk management and internal
control measures, and to ensure its implementation in daily operational
management.

RELATIONSHIP WITH KEY STAKEHOLDERS

Human resources is one of the most important assets of the Group.
The Group strives to motivate its employees by providing them with a
clear career path as well as comprehensive and professional training
courses. The Group conducts an internal satisfaction survey every year
and considers carefully employees’ feedback on operating efficiency and
working environment. In addition, the Group also offers competitive
remuneration packages to its employees, including basic salary, certain
benefits and other performance-based incentives.

The Group purchases pharmaceutical products from overseas suppliers,
either directly or indirectly through their sales agents, and generate
revenue by on-selling them to the distributors. Our suppliers or their sales
agents have granted us the rights to market, promote and manage sales
channels for their products in China. The Group maintains a stable and
long-term relationship with its suppliers by providing them access to the
growing Chinese market with steady sales growth.

Bk EE

AT A R BIPTRRIH E 2 AR R AR SE - %
ERR R NAAERA e S H R MM RER R EEEK
BEATHEE - RTIXHARESN  ATEERAEMAA
RARMEREAEBRNERRKAZBEANE R
K N o

o REEEBAHEHERHER - AEERKRAHE
BROMEBEZNEBHENERNERBME
Emia -

o  EXFE-AEEFASIMUERBENEMAE
TRBETEHE - BEETRITAR - JHEERE
NARTT R EMEEIR B AT - BT KBt
3o

o AN ERFINBIEHAMBEE T -

o ENHEEBRNEERIEATE -

ARG BAREBHAEENEERERRE T
NEE - ARFANEREBRDEFTSFEAREEYE
FESMNERRR  T2EGFTSENRREERA
EREBIEE  UREREAFEEEETREEBRE
Rt -
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Management Discussion and Analysis (Continued)
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The Group sells pharmaceutical products to distributors, who on-sell
the products to hospitals and pharmacies either directly or indirectly
through their sub-distributors. The Group maintains stable and long-term
relationship with the distributors by providing guidance, training and
support to the distributors to carry out more targeted field marketing and
promotion activities.

ENVIRONMENTAL POLICIES AND PERFORMANCE

The Group is primarily engaged in MPCM services for imported
pharmaceutical products, a line of business that does not have material
impact on the environment. The key environmental impacts from the
Group's operation are related to electricity, water and paper consumption.
The Group is fully aware of the importance of sustainable environmental
development, and has implemented the following measures to encourage
environmental protection and energy conservation:

o Promoting Paperless Office
o Encouraging Low-carbon Commuting
o Ensuring Reasonable Energy Consumption

During the Reporting Period, we did not incur any material cost of
compliance with applicable environmental laws and regulations.

COMPLIANCE WITH LAWS AND REGULATIONS

The Group’s business and operations are subject to related laws and
regulations of the Cayman Islands, the British Virgin Islands, Hong Kong
and the PRC. During the Reporting Period, we have complied with all
related laws and regulations of the Cayman lIslands, the British Virgin
Islands, Hong Kong and the PRC, which would have significant impact on
the Group.
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Other information
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CORPORATE GOVERNANCE PRACTICES

The Group is committed to maintaining high standards of corporate
governance to safeguard the interests of the Shareholders and to enhance
corporate value and accountability. The Company has adopted the CG
Code as set out in Appendix 14 to the Listing Rules as its own code of
corporate governance.

During the Reporting Period, the Company has complied with all
applicable code provisions under the CG Code and adopted most of the
best practices set out therein except for the following provision:

Under code provision A.2.1 of the CG Code, the roles of chairman and
chief executive officer should be separate and performed by different
individuals. Under the organization structure of the Company, Mr. Huang
is the Chairman of the Board. Further, Mr. Huang and Mr. Wu Qingjiang
jointly serve as the co-chief executive officers of the Company, sharing
the responsibility of the Group’s overall business development, operation,
and management work. With Mr. Huang's extensive experience in the
pharmaceutical industry, the Board considers that vesting the roles of
chairman and co-chief executive officer in Mr. Huang is beneficial to
the business prospects and management of the Group. The check and
balance of power and authority is ensured by the operation of the senior
management and the Board, which comprises experienced and high
calibre individuals.

MODEL CODE FOR SECURITIES TRANSACTIONS

The Company has adopted the Model Code as set out in Appendix
10 to the Listing Rules as its own code of conduct regarding securities
transactions of the Directors. Having made specific enquiry with the
Directors, all of the Directors confirmed that they have complied with the
required standard as set out in the Model Code throughout the Reporting
Period.

INTERIM DIVIDEND

The Board resolved not to declare any interim dividend for the Reporting
Period (six months ended 30 June 2016: HK$0.0033 per share, equivalent
to RMB0.0028 per share).

REBEH AR ’E BKFOREER - AMREBAIRA
MEWRBEREERFENE - AARDHRMALHR
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ZWAERTRY MR PRALEE - REAAFH
AR FEEREFELIF - I FALRR
BITAAEKREERARBETHRAR  XRBEAR
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BOIXBRALYERR EFERAARLERETR
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2 BRERENEEEREALRREETBOA
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AUDIT COMMITTEE

The principal duties of the audit committee of the Company (“Audit
Committee”) include the review and supervision of the Group’s financial
reporting system, the preparation of financial statements and internal
control procedures. It also acts as an important link between the Board
and the external auditor in matters within the scope of the group audit.

The Audit Committee, together with management and external auditor of
the Company, have reviewed the unaudited condensed interim results of
the Group for the Reporting Period.

CHANGES IN CHIEF EXECUTIVE'S INFORMATION
Pursuant to Rule 13.51B(1) of the Listing Rules, the changes in chief
executive's information since the date of the 2016 annual report required
to be disclosed are as follows:

Mr. Hao Jinghui (“Mr. Hao") has resigned as the co-chief executive
officer (“Co-chief Executive Officer”) of the Company, and has been
appointed as a business and strategy advisor of the Company with effect
from 5 May 2017 and Mr. Wu Qing Jiang has been appointed as the Co-
chief Executive Officer of the Company with effect from 5 May 2017.

Save as disclosed above, the Directors confirm that no information is
required to be disclosed pursuant to Rule 13.51B(1) of the Listing Rules.

PURCHASE, SALE OR REDEMPTION OF LISTED
SECURITIES OF THE COMPANY

Neither the Company nor its subsidiaries has purchased, sold or redeemed
any of the Company’s listed securities during the Reporting Period.

Sinco Pharmaceuticals Holdings Limited Interim Report 2017

BREES
AARERZES ((EREEE ) XENAHEEN
RERFEEMEEREG - UM BERRRAHE

EREF - AN EBEZSEENNEHEERAEFT TN
SNEERZ BT 2 E R E BB E o

i
O Wh
S0

&

BZBREARREERERIMNEZHE D B AE
[ s R AR

A
MR EZERAP RS -

FETHAEERBE
B FHREBIE13.51B(1){§ - B2016F 3 H HiLA
K ATEBENEBITRABEREHNT ¢

MEBEE([MEE ) BERTARRBFEITHRER
([BETHAR])  WERERARN TR KRR
- 8201795 A5HBER  MREILEDEZRE
RANEEEITIBE - B2017F5A5BRBAERK ©

B EXFRIEEEI  EEHERALETWNERAREL
MR AIEE13.51B(1) AR TE T LAKEE -

BE - HEIBEEAQAF LTRSS

HiR - AAREMBARMEREE - HEXK

i
& AR LS

Wt
BIARA



Other information (Continued)
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USE OF NET PROCEEDS FROM LISTING

Net proceeds from the listing of the Company (after deducting
underwriting fee and relevant expenses) amounted to approximately
HK$260.0 million (equivalent to approximately RMB217.2 million). As
of 30 June 2017, RMB200.1 million had been utilised in the manner
consistent with the allocation set out in the Prospectus and the Company'’s
announcements dated 30 December 2016 and 16 June 2017 regarding

the changes in use of proceeds.

EHERIEFERAE

RAElEH EMAABRIEFECNREHEE REERA
F)HAR2600B BB T(HERNARK21725E
JT) ° B E2017F6 A30H + ARM200.1B8 TR
RAIE R ARAF BEA2016512 A308 &2017456
R16RBEMEFMERERE AP SER -

Proposed Utilised Unutilised
use of Proceeds as of Proceeds as of
Uses proceeds® 30 June 2017 30 June 2017
BZE2017F 8ZE2017F
BEmE 6H30H 64308
Az MEMARO CEBAMSNE KREAMBNRE
RMB million RMB million RMB million
AR¥EER ARBEER ARMEER
(i) Acquisition of (i) Wis 395 395 -
- Sales and distribution rights of — HEMRHEE RE
new products SHHE
- Businesses in the pharmaceutical — BETXAEESR
industry with proprietary MBEESIIERE
intellectual property or growth pak:0j=E
potential
(i Repaying a portion of the outstanding (i) €% B & L £ FTHERA
loans and bank trade credits due from SEEAEERNTNE
the Group which were guaranteed by RERITESHEER
Mr. Huang 60.7 60.7 -
(i) Developing cold chain facility and (i) 7 PH ) 1 EE R AR T e 7 2%
research and development base 72 SRR R T B E
located in Sichuan Shuangliu Bonded
Area - - =
(iv) Deposits for obtaining letters of credit  (iv) EVS{EBERIEZ S 433 433 =
(v) Repaying letters of credit at maturity ~ (v) BB 2 HNEHE 483 31.2 17.1
(vi) Repaying bank loans (vi) EEBIRITER 8.0 8.0 -
(vii) Working capital and other general (vii) B E e R HEM—RE
corporate purposes ¥A% 17.4 17.4 =
Total 5 217.2 200.1 17.1
Note: Hrat -

(i)  The proposed use of proceeds had been amended by the Company on 30
December 2016 and 16 June 2017. Please refer to the announcements of the
Company dated 30 December 2016 and 16 June 2017 for further details.

(i) ARFEN2016512H830F Kk2017F6 A16 BIEAT
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EIEH%

EIRNCIRER-Eh S

2016512 A308 2017566 A 16 B AL -
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DIRECTORS’ AND CHIEF EXECUTIVE’S INTERESTS
AND SHORT POSITIONS IN SHARES, UNDERLYING
SHARES AND DEBENTURES

As at 30 June 2017, the interests and short positions of the Directors
and chief executive of the Company in the Shares, underlying Shares and
debentures of the Company or its associated corporations (within the
meaning of Part XV of the SFO) (i) which were required to be notified
to the Company and the HKSE pursuant to Divisions 7 and 8 of Part XV
of the SFO (including interests or short positions which were taken or
deemed to have under such provisions of the SFO), or (ii) which were
required, pursuant to section 352 of the SFO, to be entered into the
register maintained by the Company, or (iii) which were required to be
notified to the Company and the HKSE pursuant to Model Code as set
out in Appendix 10 to the Listing Rules were as follows:

(i) Interest in Shares or Underlying Shares of the

EERFETHRASRKRSD - HERSGK
ExhzBERKE

MR2017F6A308 ' EFERADFEBITHAERAK
A RS E AT AR A B (B & R 5 R EEHIEXV
)RR - ABRENRS RIESHT - A (IRIEE SR
EIEBIEXVEPET RS EBME AR B REBH AT
I m AR (BIEREES KB GG B BIE
BEWE IR AEENTAERS AR - 8
BIEB AR EEGIEIEBLER AR RFEER
Er MRS AR - SRR _ TR RIM 1A
B EMBITAESEITESFRRZNIZETR BN AR
NRIREBB TS AR NT

oK

2

() RAEXTRHBAEBR G HEDS

Company
Number of Approximate
Shares or percentage of
underlying shareholding
Name of Director and chief executive Nature of Interest Shares™ interest®
BH =8 R4
EERFIETHAEBHE ERtE BRHEHEO BAL®
Mr. Huang® Interest in controlled corporation 1,050,000,000 (L) 65.01%
HhEO REE LR
Notes: Hiat -

(1) The letter “L" denotes the person’s long position in the Shares.

(2)  Mr. Huang is the settlor of a trust in which UBS Trustees (B.V.I.) Limited is
the trustee and holds the entire interest in Fullwealth Holdings Limited,
which in turn holds the entire beneficial interest in Risun. Mr. Huang is
deemed to be interested in the 1,050,000,000 Shares beneficially held
by Risun.

(3)  The calculation is based on the total number of 1,615,220,000 Shares
in issue as at 30 June 2017.
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(ii) Interest in associated corporation

(i) REEEEREDS

Approximate

Amount of percentage of
Name of registered shareholding
Name of Director associated corporation Nature of Interest share capital interest
gt R BERLA
EEps HEEE AR ERtE 2] BOL
Ms. Zhang Zhijie Sichuan Sinco Biotechnology  Interest in controlled corporation® RMB300,000 30%
Co., Ltd.
SRR M| BRIEAEYRIRAERAR REEEENER AR#300,0007T
Note: Mzt

(1) Sichuan Sinco Biotechnology Co., Ltd. is owned as to 30% by Beijing
Kang Tai Yun Dao Technology Co., Ltd., which is in turn owned as to
60% by Ms. Zhang Zhijie.

Save as disclosed above, as at 30 June 2017, none of the Directors
and the chief executive of the Company had or was deemed to have
any interests or short positions in the Shares, underlying Shares or
debentures of the Company or its associated corporations (within
the meaning of Part XV of the SFO) that was required to be recorded
in the register of the Company required to be kept under Section
352 of the SFO, or as otherwise notified to the Company and the
HKSE pursuant to the Model Code.

(1) ENEMEEMRHERAR AL REREER
RABRRABEE30%EE - ML REREBRK
BRARARESEL LR %ER °

B EXCETIEEEE SN - FA20179F6 A308 - AR R
EERFETHABBENARNR RS H AR EE
(EERBHFRBAEKRBIEXVER) MG - 188
RRADSRES P B IR BB HR BN A AT
RIEES LS IEHE3SEREAFEENERL
MARERSAR - RIBIRETRIZESITAE
KRR RB BRI E T EESOAR
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SUBSTANTIAL SHAREHOLDERS’ INTERESTS AND FERFRROREBRODZEER
SHORT POSITIONS IN SHARES AND UNDERLYING #&

SHARES

As at 30 June 2017, to the best knowledge of the Directors, the following ~ }4201746 8300 « $tEEFTELA - RBIEARQ AlE
persons/entities (not being a Director or chief executive of the Company)  BRFE %A L EAE G0 £ 33616 BT FEE M MR
8 UTALT EBB(EEHAEARAEBTBRAER
Company which fall to be disclosed to the Company under the provisions 77N AR D S FE AR D P HE B RIEE A5 RS KIS
of Divisions 2 and 3 of Part XV of the SFO as recorded in the register ~ XVEBEE2 K& 35 ZH0 &AM ZN A 7] I 58 M RE2S o %
required to be kept by the Company pursuant to Section 336 of the SFO: B

had interests or short positions in the Shares or underlying Shares of the

(i) RARTHERE

(i) Interestin the Company

28

Approximate
percentage of

Number of shareholding

Name Nature of Interest Shares® interest®
BREERL

% EHME REOBAO Aok
Risun@ Beneficial owner 1,050,000,000 (L) 65.01%
Risun@ EEBAA
Fullwealth Holdings Limited® Interest in controlled corporation 1,050,000,000 (L) 65.01%
Fullwealth Holdings Limited® REEZENER
UBS Trustees (B.V.1.) Limited? Trustee 1,050,000,000 (L) 65.01%
UBS Trustees (B.V.I.) Limited? XEEA
Wisen Group Holding Limited (“Wisen")® Beneficial owner 90,000,000 (L) 5.57%
Wisen Group Holding Limited ([ Wisen)® EEBAA
Mr. Liu Sichuan Interest in controlled corporation 90,000,000 (L) 5.57%
21B)I%EE REREE R
Harvest Progress International Limited (“Harvest”)®  Person having a security interest in shares 1,129,041,383 (L) 69.90%
Harvest Progress International Limited([Harvest ) RIRH AR BESHER AL
Li Han Fa (“Mr. Li")® Interest in controlled corporation 1,129,041,383 (L) 69.90%
Li Han Fa ([Li%4£ @ REEZER R
Hong Pei Hua (“Ms. Hong")® Interest of a substantial shareholder’s 1,129,041,383 (L) 69.90%

Hong Pei Hua ([HongZ % |)@

child under 18 or spouse

T ERRAMI8HRF LA BiER
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Notes:
(1) The letter “L" denotes the person’s long position in the Shares.

(2)  Mr. Huang is the settlor of a trust in which UBS Trustees (B.V.l.) Limited is
the trustee and holds the entire interest in Fullwealth Holdings Limited,
which in turn holds the entire beneficial interest in Risun. Mr. Huang is
deemed to be interested in the 1,050,000,000 Shares beneficially held
by Risun.

(3) Wisen is owned as to 100% by Mr. Liu Sichuan; therefore Mr. Liu
Sichuan is deemed to be interested in the 90,000,000 Shares held by
Wisen.

(4)  Harvest has security interest in 1,129,041,383 Shares, which includes
derivative interest from the convertible bonds in the aggregate principal
amount of HK$40,000,000 issued by the Company to Harvest on 30
June 2017 which are convertible into 79,051,383 Shares. Harvest is
owned as to 100% by Mr. Li and Mr. Li is deemed to be interested
in the 1,129,041,383 Shares. Ms. Hong is the spouse of Mr. Li and is
therefore deemed to be interested in the 1,129,041,383 Shares.

(5)  The calculation is based on the total number of 1,615,220,000 Shares
in issue as at 30 June 2017.

Save as disclosed above, as at 30 June 2017, the Directors were not
aware of any persons (who were not Directors or chief executive of
the Company) who had an interest or short position in the Shares or
underlying Shares of the Company which would fall to be disclosed
under Division 2 and 3 of Part XV of the SFO, or which would be
required, pursuant to Section 336 of the SFO, to be entered in the
register referred to therein.

@

)

FRILIEZBALTRBRMAFEHER o

BAEER—HEANUERT A - HFHUBS
Trustees (B.V.1.) Limited & #Z% 2 st M X 5t A I
# A& Fullwealth Holdings Limited 2 #B 1 25 -
ifl Fullwealth Holdings Limited # 7 Risun & &
EamEsm o SLERGIERBRsunE & T
1,050,000,0008% B& 17 Hy i 2 o

WisenBH2IB )| o2& %A - Bt - 2815
A 348 VB B Wisen 75 90,000,000 % f% {5 B9 4

250
m

Harvest# 4 1,129,041,383 % IR 1D Y75 H 25
H e m AR QAR 201746 A 30 B [\ Harvest
17 R & 4858 /5 40,000,00078 T ) 7] 2 IR 1B &
HINTHERE R - E A8 /579,051,383 A% 17
HarvestiLIsSt A2 & #E - BLAEWRIEHES
1,129,041,383 1 & 17 B4 % ° HongZ £ /A LisE
AREAE - EUL R EEA1,129,041,3830% %
DRIRER -

ZEALTIBER2017F6 A30H8 #K
1,615,220,0000% B 31 TR M T EISH ©

B EXXIREEIN - R201746A308 - EEHT
AMBEAAL(BERARAREZITHRABRIN
RARBRGRABERD T - HEHRIEES KB
EIEFIEXVEPFE2 K35 2 /A TR EAERS A
B REE S KA E N 33616 BR BN %
TR B MR RS AR -

SHARE OPTION SCHEME B

Pursuant to a resolution passed by the Shareholders, the Company had  RIEMREEBH—IEREZE » ANA 8] O ERANERREST
adopted the Share Option Scheme, which became effective on 10 March 2| - 242016538108 ([ Em BHEI) A% -

2016 (the “Listing Date").

1. Purpose 1. BB
The purpose of the Share Option Scheme is to provide an incentive BERRERT &I B FEM B A RIA A R &S EH AT F
or reward for Eligible Participants (defined below) for their BAREH BRSNS EH BEA A KA EE
contribution or potential contribution to the Company and/or any of (FERTX)IRMHIER KO R o

its subsidiaries.
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Eligible participants

The Board may subject to and in accordance with the provisions
of the Share Option Scheme and the Listing Rules, at its discretion
grant options to any full-time or part-time employees, including
executives, senior management or officers (including executive, non-
executive and independent non-executive directors) of the Company,
its subsidiaries or any entity in which the Group holds any equity
interest, and to any company wholly owned by one or more persons
belonging to any of the above classes of participants who, in the
absolute discretion of the Board has contributed or will contribute to
the Group (collectively, the “Eligible Participants”).

Life of the Share Option Scheme

The Share Option Scheme shall be valid and effective for a period of
ten years from 1 February 2016, after which time no further option
will be granted.

Total number of Shares available for issue

The maximum number of Shares which may be issued upon exercise
of all options to be granted under the Share Option Scheme shall
not, in aggregate, exceed 160,000,000, representing 9.91% of the
issued share capital of the Company as at the date of this report.

Maximum entitlement of each participant

Unless approved by Shareholders, the total number of Shares issued
and to be issued upon exercise of options granted to any participant
(including exercised and outstanding options) under the Share
Option Scheme in any 12-month period up to the date of grant shall
not exceed 1% of the total Shares in issue.

Offer period and amount payable for options

An option may be accepted by an Eligible Participant within 15
days from the date of the offer of grant of the option. A nominal
consideration of HK$1.00 is payable upon acceptance of the grant
of option.

Minimum period for which an option must be held
before it can be exercised

The period during which an option must be held before it can be
exercised in accordance with the terms of the Share Option Scheme
shall be one year after the date on which the option is granted. The
Board may in its absolute discretion impose further restrictions on
the exercise of the option.

Period within which the Share must be taken up
Subject to the discretion of the Board who may impose restrictions
on the exercise of the option, any option may be exercised one year
after the date on which the options is granted and shall expire on
the earlier of the last day of (i) a six year period from the date of
such grant and (i) the expiration of the Share Option Scheme.
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9. Basis of determining the subscription price
The price per Share at which a Grantee may subscribe for Shares

upon exercise of an option (the “Exercise Price”) shall be a price

determined by the Board but in any event shall be at least the
highest of:

0

(ii)

(iii)

the closing price of the Shares as stated in the HKSE's daily
quotations sheets on the date on which the option is granted,;

the average closing price of the Shares as stated in the HKSE's
daily quotations sheets for the five business days immediately

preceding the date of grant of that option; and

the nominal value of the Shares.

The summary of the options granted under the Share Option Scheme

that were still outstanding as at 30 June 2017 are as follows:

9. BERBEMEE
IR AT IR I ] RERRRB A0 1O B R AR 1D (B
RTEEDDEESSET - EREAERT
TMHER TI=EFNREE :

() BRI EARE R BRED B AR
RFTEHYHE

(i) BOREXZLBRERATOEZEA
R BB FT A RRATHROFHURTE
&

(i) BinEIE

RIZEEA AT BIIR B MmN 2017F6 A30B 13 1M A&
TER BB A N T

Number of Options
EREdR
Grantee's name On 1 January 2017 Granted Exercised  Cancelled/Lapsed ~ On 30 June 2017 Exercise price”  Dateofgrant  Exercise period®
ERARE H2017E1A18 i fife /AN R017E6A30R filkRe  ReRH fifesRe
Mr. Hao Jinghui® 5,000,000 - - - 5,000,000 HK$0.568 21 Septerber 2016 21 September 2017-
=y il 05687 201659A218 20 September 2022
W1TFIANAZNNE
9A20A
Employees in aggregate 25,000,000 - - 4,100,000¢ 20,900,000 HKS0.568 21 September 2016 21 Septerber 2017-
[E8a% 0568%T  201659A218 20 September 2022
017592 BEANNE
9A20H
Total 30,000,000 - - 4,100,0004 25,900,000
g
Note: Hraz -
(1) Mr. Hao Jinghui is the former Co-chief Executive Officer of the (1) MRBEERKA RIS EITEREE o MEE

Company. Pursuant to Rule 17.04(1) of the Listing Rules, the grant of
options to the Co-chief Executive Officer has been approved by the
independent non-executive Directors. Save as disclosed above, none of
the Grantees is a director, chief executive or substantial shareholder or
an associate of any of them, 5,000,000 share options granted to Mr.
Hao Jinghui lapsed in July 2017, two months after his resignation as the
Co-chief Executive Officer.

TR L BREE BT E R RIFE17.04(1)
BB IENITEZHE o BRIAEFTHEEESD -
MEEABRARBES TBTHRABREERE
HFENTABEAL - AINSELEER LR
5,000,00017 BE A% AE R 201747 A 5k%k - BENH B
EREFETTER AR B A A -

2017 FHIdRE BERERRZERERAR
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@)

The exercise price represents not less than the highest of (i) the closing
price of HK$0.540 per Share as stated in the HKSE's daily quotation
sheets on 21 September 2016, being the date of such grant; (i) the
average closing price of HK$0.568 per Share as stated in the HKSE's
daily quotation sheets for five business days immediately preceding
the date of such grant; and (iii) the nominal value of the Share at
HK$0.0001 per Share.

40% of the options granted shall be vested and can be exercised
upon one year commencing the date of such grant (i.e. 21 September
2017) and a continuous employment of one year. Another 30% of
the options granted, shall be vested and can be exercised upon two
years commencing the date of such grant (i.e. 21 September 2018)
and a continuous employment of two years. The remaining 30% of the
options granted, shall be vested and can be exercised upon three years
commencing the date of such grant (i.e. 21 September 2019) and a
continuous employment of three years.

@)

4,100,000 share options granted to several employees lapsed two
months after their cessation of employment.

DIRECTORS’ RIGHTS TO ACQUIRE SHARES OR
DEBENTURES

Save as otherwise disclosed in this report, no rights to acquire benefits
by means of the acquisition of Shares in or debentures of the Company
were granted to any Director or their respective spouse or children under
18 years of age, nor were any such rights exercised by them. Neither the
Company nor any of its subsidiaries was a party to any arrangement to
enable the Directors, or their respective spouse or children under 18 years
of age, to acquire such rights in any other body corporate during the
Reporting Period.

CONTINUING DISCLOSURE REQUIREMENTS
PURSUANT TO RULE 13.21 OF THE LISTING RULES
Fullwealth Holdings Limited has executed a share charge in favour of
Harvest relating to 1 ordinary share of Risun (representing 100% of the
total issued share capital of Risun) held by Fullwealth Holdings Limited
(the “Risun Share Charge”). Further, Risun has executed a share charge
in favour of Harvest relating to 1,049,990,000 Shares (representing
approximately 65.01% of the total issued share capital of the Company)
held by Risun (the “Sinco Share Charge”).

The Bonds and the CB will have the benefit of the security constituted by,
among other things, the Risun Share Charge and the Sinco Share Charge
on a first ranking basis for all amounts payable on the Bonds and the CB
and all other moneys payable by the Company and Mr. Huang under the
transaction documents relevant to the Bonds and the CB. Please refer
to the announcement of the Company dated 25 June 2017 for further
details.
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REPORT ON REVIEW OF CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

BRGRE IREmRERRE

»
EY =i

To the board of directors of
SINCO PHARMACEUTICALS HOLDINGS LIMITED
(Incorporated in the Cayman Islands with limited liability)

Introduction

We have reviewed the interim condensed financial information set out on
pages 35 to 64, which comprises the consolidated statement of financial
position of Sinco Pharmaceuticals Holdings Limited (the “Company”) as
of 30 June 2017 and the related consolidated statement of profit or loss
and other comprehensive income, the consolidated statement of changes
in equity and 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 condensed financial information to
be in compliance with the relevant provisions thereof and International
Accounting Standard 34 “Interim Financial Reporting” (“IAS 34").

The directors are responsible for the preparation and presentation of this
interim condensed financial information in accordance with IAS 34. Our
responsibility is to express a conclusion on this interim condensed financial
information based on our review. Our report is made 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.

Scope of Review

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 interim
condensed financial information consists of making inquiries, 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.

Ernst & Young Rk G AP ER AT
22nd Floor EBPER

CITIC Tower WEBIR

1 Tim Mei Avenue RIERE

Central, Hong Kong 2218

Tel: +852 2846 9888
Fax: +852 2868 4432
www.ey.com

& +852 2846 9888
{5 +852 2868 4432
www.ey.com
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(RHSHSAMKLHBRIF)

55

EEOERNENESEEAANT HIMANBER -
EPEREMABREERERAR([EARNR2017
FoA30RMERE MR R KB ZZ A /< {E A H
BHARGEEEREEANER REERE
KEFARSRERARBENT - BEBARXIM
BRARES LR RREBERE EmRAITE
B N BIRR R E RIS 345% [ Fh BB TS 3R & | ([ IR
SEPERIE345 D RELh P RM B ER RS -

EXARAARBEBR S ERFARERLE2FARF
HEAPEER - EENEELSREBEESNEMYHA
TR ERMEL Am - EFRRET HERNRE
B ER2BEESELRE - Btz A&
SWEEMAE - BETEUARENABTAEFE
b AN B B S AEEREA -

ERHE
EECRBEESHMASEMNEBEMNREER
F24105% A E MBI XN ER T MUK ER
T8 - PHEAMBENERHN TERRIEREE
MR e EHRNASRME - AIEH DT MEAD R
B - ANBERNBEEZRRIRRE SR EAETE
BHBER/D - FATREREE S IR INEEZD
ARESWERNMAEASTE - At BF TS ER
EERZER

2017 FHIdRE BERERRZERERAR

33



Report on Review of Condensed Consolidated Financial Statements (Continued)

RS M B RREFHMRE (B)

Conclusion pet)

Based on our review, nothing has come to our attention that causes us to ~ iRIEEZEMHEM T(E - EEIWR A FE TR EFE -
believe that the interim condensed financial information is not prepared,  {#& % §8(=  ERESRA RS 75 & KHEFT A B A 5 I &8 1%

in all material respects, in accordance with IAS 34. BRI SR ERIE34R IR ERE -
Ernst & Young ZXKETHER B

Certified Public Accountants HESIED

Hong Kong BB

25 August 2017 201748H25H
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INTERIM CONSOLIDATED STATEMENT OF PROFIT OR LOSS
AND OTHER COIVIPREHENSIVE INCOME

RHFeEa R EMEE G R

For the six months ended 30 June 2017 & Z201746 5308 |E/~1E A

Six months ended 30 June

B Z6H30H L EA
2017 2016
20174 20164
Note RMB’000 RMB’000
BosE AR®T T AREFT
(Unaudited) (Unaudited)
(REER) (RE&EZ)
REVENUE &= 3 414,368 569,373
Cost of sales SHERA (388,252) (486,319)
Gross profit EF 26,116 83,054
Other income and gains H YA R e 4 3,025 206
Selling and distribution expenses SHEE SR A BE I 2 (11,114) (2,060)
Administrative expenses TR (29,120) (35,176)
Other expenses HfAx (13,508) (1,867)
Finance costs B RSN 5 (8,859) (3,741)
Fair value losses on financial liabilities NEARBIEFEESBIEREATE
at fair value through profit or loss AENERBEREATEEE
classified as held for trading 16 (2,257) -
PROFIT/(LOSS) BEFORE TAX MREBIATER, (EE) 6 (35,717) 40,416
Income tax credit/(expense) Frissife, (F%) 7 4,196 (9,870)
PROFIT/(LOSS) AND TOTAL HRER (BB R
COMPREHENSIVE INCOME 2HERALEE
FOR THE PERIOD (31,521) 30,546
Attributable to: AR AL -
Owners of the Company NATEE AN (31,520) 31,062
Non-controlling interests IEIE R AE RS (1) (516)
(31,521) 30,546
Earnings/(loss) per share attributable to ARNa)EEREA AEN
ordinary equity holders of the Company: & ZF|(EE) :
— Basic and diluted (RMB) —EARE#S(ARET) 8 (0.020) 0.021

2017 NS BEABEERARAT 3D



|NTER||\/| CONSOUDATED STATEMENT OF FINANCIAL POSITION

As at 30 June 2017 7201656 H30H

30 June 31 December
2017 2016
20174 20164
6H30H 12A31H
Note RMB’000 RMB’000
BaE ARET T AREETFIT
(Unaudited)
(REER)
NON-CURRENT ASSETS IRBEE
Property, plant and equipment ME - BB N&E 9 195,919 103,712
Intangible assets B EE 9 30,104 32,454
Payments in advance TERTRIA 10 12,095 99,858
Goodwill EES 58,632 58,632
Deposit b 10 3,000 3,000
Deferred tax assets RIETRIREE 11 5,013 -
Total non-current assets FRBEERE 304,763 297,656
CURRENT ASSETS FREBEE
Inventories FE 192,782 137,602
Trade and bills receivable B 5 RMGRE R EREE 12 49,330 19,868
Prepayments, deposits and other receivables FB{HFUIE « & N H b EURIA 10 114,544 67,115
Financial assets at fair value through profit 9 iEAFEE E5EiBi8%
or loss classified as held for trading RATEFENEREE 16 - 146
Available-for-sale investment AIHEERE 13 109,835 111,261
Pledged bank balances EEMIRI TR 79,022 52,029
Cash and cash equivalents RERELEEY 83,969 102,050
Total current assets REBEERE 629,482 490,071
CURRENT LIABILITIES REBEE
Trade payables B S ENRIE 14 30,551 45,832
Advances from customers BRI 108,765 45,665
Other payables E At fETFRIE 84,019 61,734
Interest-bearing bank loans FFERITER 15 141,245 165,000
Tax payable FETFRIE 2,714 12,221
Financial liabilities at fair value through S AFEEEE BIEL
profit or loss classified as held for trading BRATEFENSRIAE 16 2,111 -
Total current liabilities RBEERE 369,405 330,452
NET CURRENT ASSETS REEEFHE 260,077 159,619
Total assets less current liabilities BEERTHERS 564,840 457,275
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Interim Consolidated Statement of Financial Position (Continued)

FHEIARS BRI 3R (4R)

As at 30 June 2017 7201796 A30H

30 June 31 December
2017 2016
20176 20164
6H30H 12A31H
Note RMB’000 RMB'000
Bzt AR®T T AREFTT
(Unaudited)
(REER)
Non-current liabilities kFRBEE
Bonds EH 17 103,795 -
Convertible bonds AR E S 18 34,587 -
Total non-current liabilities FRBEELLE 138,382 -
Net assets EEFE 426,458 457,275
EQUITY i
Equity attributable to owners of the AARER AELER
Company
Issued capital BT 130 130
Reserves B 427,233 458,049
427,363 458,179
Non-controlling interests iR ER (905) (904)
Total equity SR 426,458 457,275
Huang Xiangbin Zhang Zhijie
EEW R
Director Director
EZE 2

2017 FHIdRE BERERRZERERAR



INTERIM CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
IR A RE R BE

For the six months ended 30 June 2017 & Z201746 5308 |E/~1E A

Attributable to owners of the Company

RORER AL
Changes
Share Share in non- Non-
Issued  premium Contributed  Statutory option controlling  Retained controlling Total
capital account surplus reserve reserve  interests profits Total interests equity
SR R TRl E ER FER

Bx RER  EARSR  AERE fF BE2D  RERA st B RuAE
RMBIOO0  RMB'OO0  RMBOO0  RMB'000  RMB'OOD  RMB'000  RMB'000  RMB'000  RMB'000  RMB'00
ARBTT ARBTR ARMTI ARETR ARMTI ARETR ARETE ARETRL ARETL ARETR

At 1 January 2016 R2016E1718 95 14,533 4,250 11,286 - 4014 159,250 193,428 126 193,554
Profit and total comprehensive B3| R 2 EY A\ 258

income for the period - - - - - - 31,062 31,062 (516) 30,546
Issue of new shares BHRG 34 267,578 - - - - - 267,612 - 267,612
Issue of new shares BRI 1 10,184 - - - - - 10,185 - 10,185
Share issue expenses RABIEY - (28,853) - - - - - (28,853) - (28,853)
At 30 June 2016 #201656 A30A

(unaudited) (REER) 130 263,442 4,250 11,286 - 4014 190,312 473,434 (390) 473,044
At 1 January 2017 R2017%1818 130 258,887* 4,250* 14,505*% 995* 4,014%  175398* 458,179 (904) 457,275
Loss and total comprehensive  EINETIER 2T

loss for the period gk = = = = = = (31,520) (31,520) (1) (31,521)
Equity-settled share option ~ IARRIEEE B RER H

arrangement (note 19) (Fi3E19) - - - - 704 - - 704 = 704
At 30 June 2017 #201756A30A

(unaudited) (RE8EH) 130 258,887* 4,250% 14,505* 1,699* 4,014* 143,878* 427,363 (905) 426,458

S These reserve accounts comprise the consolidated reserves of  * ZERBEREBESAVEMRARANGEREA
RMB427,233,000 (31 December 2016: RMB458,049,000) in the consolidated R # 427,233,000 T (2016 F 12 A31H : AR
statement of financial position. 458,049,0007T) °
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INTERIM CONSOLIDATED STATEMENT OF CASH FLOWS
PHIGE R ERER

For the six months ended 30 June 2017 & ZE201746 5308 |E/~1E A

For the six months ended 30 June

BZ6H30HL<EA
2017 2016
20174 20164
Notes RMB’'000 RMB’000
FaE ARET T ARETT
(Unaudited) (Unaudited)
(REBER) (REEEZ)
CASH FLOWS FROM OPERATING RETHFRBRERE
ACTIVITIES
Profit/(loss) before tax MBI ATER(E18) (35,717) 40,416
Adjustments for: FEATEE -
Depreciation E 6 5,173 2,686
Gain on disposal of items of property, ﬁ%fF%% M= KRB
plant and equipment 6 (101) -
Amortisation of intangible assets ﬂﬂ/éﬁﬁhﬁ 6 2,350 2,544
Unrealised foreign exchange losses/(gains) K& IR[E H &8 (Uzs) 3,063 (3,640)
Equity-settled share option expense J,/\Hﬂéé = R AR 19 704 -
Fair value losses on financial liabilities NERFBIFEE A AIER
at fair value through profit or loss EATEFENERBE
classified as held for trading N{EEE 16 2,257 -
Interest income on an available-for-sale REAMEHERENFBUWA
investment 4 (1,890) -
Convertible bonds issue expenses AR ESFEITHEX 18 =
Finance costs U %N 5 8,859 3,741
Bank interest income RITHEUA 4 (413) (202)
(15,697) 45,545
Increase in trade and bills receivables B 5 FEMGRIE I FEYL = IR IS N (29,462) (100,099)
Decrease/(increase) in prepayments, deposits i‘EﬁmIﬁ e REAMEWIE
and other receivables m(3E0) (47,209) 8,966
Decrease/(increase) in inventories e /U@ (38 (55,180) 24,057
Increase/(decrease) in trade payables ‘fﬁ%‘;f‘éﬁ RIEIE 1, CRLL) (15,281) 49,971
Increase/(decrease) in other payables H oAb et R IERE I, Gl ) 21,703 (12,117)
Increase/(decrease) in advances from R (R)
customers 63,100 (6,637)
Cash generated from/(used in) operations ~ &&EFf18 (AR & (78,026) 9,686
Interest received BHFILE 193 202
Tax paid BRI (10,324) (1,222)
Net cash flows from/(used in) operating e EBpS, (PTA)
activities REmEFEE (88,157) 8,666
CASH FLOWS FROM INVESTING REFSFBRERE
ACTIVITIES
Purchases of items of property, plant and BEYE  BENMREER
equipment (2,854) (1,608)
Purchase of intangible assets BEETEE (60) -
Increase in payments in advance TR FRIBIG AN (3,084) (24,146)
Proceeds from disposal of items of property, HEW  HE MR EEB
plant and equipment FiiSsE 126 -
Acquisition of a subsidiary kg — F'EJMTE’AET - (9,500)
Prepayment for the acquisition of a W iE — R A~ AT T IE
subsidiary (3.520) =
Placement of pledged deposits GFEEEHREFEKR (30,000) =
Net cash flows used in investing activities KREEBMAR S REFRE (39,392) (35,254)

2017 R EASRE BEEIEER
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Interim Consolidated Statement of Cash Flows (Continued)

HHGRERERER (E)

For the six months ended 30 June 2017 #{Z201746 8308 I-7~18 A

For the six months ended 30 June

BZE6A30HLLAEA
2017 2016
20174 2016%F
RMB’000 RMB’000
ARET T AREBFT
(Unaudited) (Unaudited)
(REEZ) (Rig#EZ)

CASH FLOWS FROM FINANCING ACTIVITIES  BEEBHRERERE
Interest paid BAFLE (8,773) (3,741)
Net proceeds from issue of convertible bonds BT AR IR E S FTIS FOE 558 34,684 -
Net proceeds from issue of bonds BITEAEIEFE 104,980 -
Proceeds from bank loans RITERMERIA 142,682 155,693
Repayment of bank loans 1@ Z@fiﬁ%ﬁ& (166,383) (77,579)
Proceeds from issuance of shares TR TS IR - 277,797
Share issue expenses ikqa) %éfﬁﬁaﬁi - (25,156)
Net cash flows from financing activities BMEFZBMERESNEFE 107,190 327,014
NET INCREASE/(DECREASE) IN CASH AND RERASZEYWEM (L) FHE

CASH EQUIVALENTS (20,359) 300,426
Effect of foreign exchange rate changes, net GNP PEE SR S B R 2R ER (729) 3,611
Cash and cash equivalents at beginning of period Hﬂ%ﬂiﬁﬁ&ﬁﬁﬁ{gm 154,079 60,206
CASH AND CASH EQUIVALENTS ATEND OF HIXRBRELRELZEY

PERIOD 132,991 364,243
ANALYSIS OF BALANCES OF CASH AND CASH R RRSZEYEB DT

EQUIVALENTS
Cash and cash equivalents as stated in the SRR ERYE S KRS EEY

statement of financial position 83,969 284,661
Time deposits with original maturity of less than — RZ|HIE BB =1E 5 BiE

three months when acquired, pledged as eI T{E BRI T TR

security for issuance of letters of credit 49,022 79,582
Cash and cash equivalents as stated in the ReEREXMINRERIFEEEY

statement of cash flows 132,991 364,243
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
B S MR R M

For the six months ended 30 June 2017 & ZE201746 5308 |E/~1E A

2.1

2.2

Corporate Information

The Company is a limited liability company incorporated in the
Cayman Islands on 16 March 2015. The registered office address of
the Company is P.O. Box 309, Ugland House, Grand Cayman, KY1-
1104, Cayman Islands. The Company’s principal place of business in
Hong Kong is Unit 4408A, 44/F, Cosco Tower, 183 Queen's Road
Central, Hong Kong.

During the Reporting Period, the Group were principally engaged
in marketing, promotion and channel management services for
improved human plasma-based pharmaceutical, antibiotics and
other pharmaceuticals focused on therapeutic areas complementary
to human plasma-based products and other fast-growing categories
in Mainland China. There were no significant changes in the nature
of the Group's principal activities during the Reporting Period.

In the opinion of the Directors, Risun, a company incorporated in the
British Virgin Islands (“BVI"), is the parent and the ultimate holding
company of the Company.

Basis of Preparation

The unaudited interim condensed financial information for the
Reporting Period has been prepared in accordance with International
Accounting Standard (“1AS") 34 “Interim Financial Reporting”.

The unaudited interim condensed financial information does not
include all the information and disclosures required in the annual
financial statements, and should be read in conjunction with the
Group's annual financial statements for the year ended 31 December
2016.

Changes in Accounting Policies and Disclosures
The accounting policies adopted in the preparation of this interim
condensed financial information are consistent with those followed
in the preparation of the Group’s annual financial statements for
the year ended 31 December 2016, except for the adoption of
the following amendments to a number of International Financial
Reporting Standards (“IFRS”) issued by the International Accounting
Standards Board for the first time for the financial year beginning 1
January 2017.

Amendments to IAS 7 Disclosure Initiative

Amendments to IAS 12 Recognition of Deferred Tax Assets
for Unrealised Losses

Amendments to IFRS 12 Clarification
of the Scope of the Standard

Annual Improvements 2014-
2016 Cycle

The adoption of these amendments to IFRS has had no significant
financial effect on the financial position or performance of the
Group.

2.1

2.2

ARER

RAFM2015F3 16 B ERSBS MK LA
BIRAAE] o NAFEEE M= EHHERP.O. Box
309, Ugland House, Grand Cayman, KY1-1104,
Cayman Islands © NARIA BB £ Z & M E
BB EfFAE TR 18398 iR K E 4412 4408A

BEMA - AEEXERPEAMBEESREAR
MARESR - RAERRFIOAFEE AR

B T ot R iR R B T B R ) T
B HERREEERRE - AREFEEBH
BN RE AT EERED o

|

EEAR  Rsun(ERBHEMRES ([ XBHER
HEE DM AR BRA RN R E R

RIAEIAT] ©

mAREE
Rk AR RIS R B BB T B TR AR
S B EHER ([ ER TR R |) 55345 o HI0 75
Hk IR -

REE L AR B ERTBREFENE®RE
BENEBEREEE  TRERAEEEE
201612 A31H L FEMEFE Y HREK — 6]

A

A= °

S ERRREESEEH

R BARI R B IS B R AT A 2 5T UK R 2
AEFEEZE2016F12 A31H I FENFEIIE
WRAMKBEEE/R 3 EE2017F1A1BH
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BEEBRHMBIRMEREER (BB ERE
Z B EETABRSD ©

BrE £l B
FE7HRUERTA)

BRERTER  HAREE RN E
F12RUETTR) BE

2014F22016F BRI IHREZERIE 1255 (&
PRI FEE  RIAN)EEER

SRR IR 8 A RS HT A A S Bt
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Notes to the Condensed Consolidated Financial Statements (Continued)
B4R S B SRR M aE (1)

For the six months ended 30 June 2017 #{Z201746 8308 I-7~18 A

Revenue and Operating Segment Information
Revenue represents the net invoiced value of goods sold.

The Group’s revenue and contribution to profit are mainly
derived from its sale of human albumin solution, antibiotics and
other pharmaceutical products focused on therapeutic areas
complementary to human plasma-based products and other fast-
growing categories in Mainland China, which is regarded as a single
reportable segment in a manner consistent with the way in which
information is reported internally to the Group’s senior management

3.

Wk I AL & 2 BRE Y
Wi ERNMERFE -

REES S Mg N BB E BRE ERPE A
MAMBEREHR - MERARTIIOAEE
HHE AR MR R R AR & 2 BRI B AR
HiaFBEmHE - RASEIAE A RE
D8 BAKEANNAAEESREREREE
B —% - UEETERD BN RIRATE © 1t
Sh - REBERNEZIFRBEEDUNFTER

o Bt - BRAERREBMLEEIN - RE25D
BBAT

for the purposes of resource allocation and performance assessment.
In addition, the principal non-current assets employed by the Group
are located in Mainland China. Accordingly, no segment analysis is
presented other than entity-wide disclosures.

DERRBENKE

B EH
TREIIHRERANRER RIS K AT SR
W BB ERAMERREE S

Entity-wide disclosures

Information about products

The following table sets forth the total revenue from external
customers by product and the percentage of total revenue by
product during the Reporting Period:

For the six months ended 30 June

BZ6H30HL~EA
2017 2016
201745 20164

RMB’000 % RMB’000 %
ARET T % AREETFIT %

(Unaudited) (Unaudited)

(REER) (REEEZ)

Sales of goods: HEEY -

Human albumin solution AMBEHEFR 217,555 52.5 319,257 56.1
Antibiotics* EE 146,409 35.3 174,673 30.7
Others# Hfib# 50,404 12.2 75,443 13.2
414,368 100.0 569,373 100.0

* Axetine, Medocef and Trifamox IBL & ZOR - BN RFRER

# Taurolite, Esafosfina, Diphereline, Etiasa, Tanakan and Smecta # THAEREE  BEE - BN TS ERERKE
Geographical information [ EHY

AEER IS BARROFTE SN ER TR B (R
Bt (AEEEEREREMLNES - AKH
FrEEREEEDM NP EAM

All external revenue of the Group during the Reporting Period was
attributable to customers located in Mainland China, the place of
domicile of the Group’s operating entities. The Group’s non-current
assets are all located in Mainland China.
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Notes to the Condensed Consolidated Financial Statements (Continued)

FERAR S IS IR R = (48

For the six months ended 30 June 2017 #{Z201746 8308 I-7<18 A

3. Revenue and Operating Segment Information
(Continued)
Entity-wide disclosures (Continued)
Information about major customers
Revenue derived from a major customer accounting for 10% or
more of the total revenue is set out below:

WEREESEHER(E)

NEEAEMKE(E)
FEEFEH

KB —REREPHME (5 BKER10%3 A

B)#EHmT

For the six months ended 30 June

BZE6HA30HLAEA
2017 2016
20174 2016%F
RMB’000 RMB’000
ARET T AREETTT
(Unaudited) (Unaudited)
(REERX) (REEER)
Customer A ZPEA 85,117 *

* Less than 10% of the total revenue

4. Other Income and Gains
An analysis of other income and gains is as follows:

& 4RI 10% AR

HW AR Wz

BRAEMBA RSN DOHTET

For the six months ended 30 June

BZE6A30HL<EA
2017 2016
20174 2016%F
RMB’'000 RMB’000
ARET T AREETTT
(Unaudited) (Unaudited)
(REHER) (RigEZ)
Bank interest income RITFLEMA 413 202
Government grants* BT # B * 606 -

Interest income on an available-for-sale R E AT SR E LS A

investment (note 13) (Fg7E13) 1,890 =
Others HA 116 4
3,025 206

* There were no unfulfilled conditions or contingencies relation to the
government grants.

* UEBEZZRAHBEORBEITIRERKAE

I8 o

2017 FHIdRE BERERRZERERAR
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Notes to the Condensed Consolidated Financial Statements (Continued)

FEERAR S IS IR R M = ()

For the six months ended 30 June 2017 #{Z201746 8308 I-7~18 A

5. Finance Costs

BAHE AR

For the six months ended 30 June

BZ6A30HLLAEA
2017 2016
20174 2016%F
RMB’'000 RMB’000
ARET T AREETFTT
(Unaudited) (Unaudited)
(REEZ) (Rig#EZR)
Interest on bank loans RITERH B 5,675 3,384
Interest on discounted bills receivable (note 12)  FEURALIRZ= 1A S (MH5E12) 3,098 357
Interest on bonds (note 17) EHFE(HE17) 86 -
8,859 3,741

6. Profit/(Loss) Before Tax

The Group's profit/(loss) before tax was arrived at after charging:

BREBLADER](B18)
AK B BRBLATE (B 18) DEMIRIA T 58
g -

For the six months ended 30 June

BEZ6H30HIEAEA
2017 2016
20174 20164
RMB’000 RMB’000
AR¥T T AREFT
(Unaudited) (Unaudited)
(REEER) (REEEZ)
Cost of inventories sold EEFEKA 388,252 486,319
Employee benefit expense (including Directors’ g BB (BIFEEHE)
remuneration):
Wages and salaries TERF® 6,484 3,220
Welfare and other benefits & A R E A 2= 518 463
Equity-settled share option expenses (note 19) DARS 4 45 5 A0 BE AR A 5 S (T 5E19) 704 -
Pension scheme contributions RINEFTEIfR
— Defined contribution fund —ERHFES 704 490
Housing fund FEAES
— Defined contribution fund —ERERES 259 224
Total employee benefit expense EERAFZ A% 8,669 4,397
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Notes to the Condensed Consolidated Financial Statements (Continued)
B4R S B ISR M sE (48)

For the six months ended 30 June 2017 #{Z201746 8308 I-7<18 A

6. Profit/(Loss) before Tax (Continued) 6. BRBIAIER (EE)(E)

For the six months ended 30 June

BZ6H30HL<MEA
2017 2016
20174 2016%F
Note RMB’'000 RMB’000
b ARET T AREETFTT
(Unaudited) (Unaudited)
(REBER) (Rig#EZR)
Depreciation of items of property, Y% - B KR
plant and equipment HEHE 9 5,173 2,686
Amortisation of intangible assets A 9 2,350 2,544
Research expenses i3 1,098 2,343
Operating lease rentals ERNES 1,119 613
Foreign exchange losses, net [E 5 E518 558 11,118 347
Gain on disposal of items of property, BEME  BENMERE
plant and equipment 18 B e (101) -
Auditors’ remuneration % Gkl 750 750
7. Income Tax 7. FiB#
The major components of income tax expense/(credit) were as S8y GRE )M EBHEMIH T -
follows:
For the six months ended 30 June
HZ6H30HIE<EA
2017 2016
20174 2016%F
RMB’000 RMB’000
AR¥T T ARETT
(Unaudited) (Unaudited)
(REBER) (REEEZ)
Current tax: BNEAFRIA
Income tax in Mainland China for the period Fr B At BRI P S R 817 6,370
Income tax in Hong Kong for the period BBHANER = 3,500
Deferred tax: IRIERIIA -
Deferred tax in Mainland China for the period R B8 A ¢ HE R AR SE R TR
(note 11) (BF=E11) (4,550) =
Deferred tax in Hong Kong for the period AR E(ME11)
(note 11) (463) =
Total tax charge/(credit) for the period HNFIERSY (HKe) 85 (4,196) 9,870
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For the six months ended 30 June 2017 #{Z201746 8308 I-7~18 A

Income Tax (Continued)
Notes:

(@) Pursuant to the rules and regulations of the Cayman Islands and the
BVI, the Group is not subject to any income tax in the Cayman Islands
and the BVI.

(b)  No provision for Hong Kong profits tax has been made as the Group
had no taxable profits derived from or earned in Hong Kong during the
Reporting Period.

(c)  Sichuan Sinco Pharmaceuticals is entitled to a preferential tax rate
of 15% according to the “Western Development Policy” until 31
December 2020. No provision for Sichuan Sinco Pharmaceuticals tax
has been made as there is no taxable profits derived from or earned by
Sichuan Sinco Pharmaceuticals during the Reporting Period.

From 2015 to 2017, the income tax rate of the Tibet Autonomous
Region was changed from 15% to 9%. Accordingly, Linzhi Ziguang is
entitled to the 9% preferential tax rate for the Reporting Period.

Except for Sichuan Sinco Pharmaceuticals and Linzhi Ziguang, the other
subsidiaries of the Group located in Mainland China were liable to
PRC CIT at a rate of 25% on the assessable profits generated for the
Reporting Period.

Earnings/(Loss) Per Share Attributable to
Ordinary Equity Holders of the Company

The calculation of basic loss per share is based on the loss
attributable to owners of the Company for the Reporting Period of
RMB31,520,000 (profits attributable to owners of the Company
for the six months ended 30 June 2016: RMB31,062,000), and the
weighted average number of ordinary shares of 1,615,220,000 (for
the six months ended 30 June 2016: 1,455,459,890) in issue during
the Reporting Period.

No adjustment has been made to the basic loss per share for the
Reporting Period in respect of a dilution as the exercise prices of the
Company’s outstanding share options were higher than the average
market prices for the Company’s shares during the Reporting Period.
No adjustment has been made to the basic earnings per share for
the prior period as no diluting events occurred during the prior
period.
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Notes to the Condensed Consolidated Financial Statements (Continued)

FERAR S IS IR R = (48

For the six months ended 30 June 2017 #{Z201746 8308 I-7<18 A

As of 30 June 2017, the Group's buildings with net carrying amounts of
approximately RMB96,678,000 (31 December 2016: RMB14,090,000) were
erected on the land where the Group is still in the process of applying for
the land use rights certificate. The Directors are of the view that the Group is
entitled to lawfully and validly occupy and use the above-mentioned land. The
Directors are also of the opinion that the aforesaid matter will not have any
significant impact on the Group’s financial position as of 30 June 2017.

As of 30 June 2017, the Group's buildings with net carrying amounts of
RMB85,860,000 (31 December 2016: RMB76,145,000) were pledged to
banks to secure the bank loans (note 15).

9. Property, Plant and Equipment and Intangible 9. % - BERZBREURETEE
Assets
Movements in property, plant and equipment and intangible assets MEHAYE - MR NEEURE A ERNE
during the Reporting Period are as follows: R
Property,
plant and Intangible
equipment assets
W BER
B EBREE
RMB’000 RMB’000
ARBFT AREFT
(Unaudited) (Unaudited)
(RigEZ) (Rig#EZ)
Carrying amount at 1 January 2017 R2017%1 A1 HREREE 103,712 32,454
Additions NE 97,405 -
Disposal B 25) -
Depreciation/amortisation charged for RS ERINREOITE,
the Reporting Period (note 6) (FMizE6) (5,173) (2,350)
Carrying amount at 30 June 2017 1201766 B30 MEREE 195,919 30,104
Note:

Bt -

MR2017F6 A308  AEEREFENAARKE
96,678,0007t (2016512 A31H : AE# 14,090,000
TL)REFERAEBNDERB L FEAEEN L
F - EZRBAEEBREERBAERARER L
T BENRAE S LMEEHAEER2017F6A
30BN TEEFMEATE -

MR2017F6 308  A5EEEEEFEAARK
85,860,0007t (20164F12 A31 8 : AR#76,145,000
T)REFEERTIRT - ERRITERMER (M
15) ©
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Notes to the Condensed Consolidated Financial Statements (Continued)
B4R S B SRR M aE (1)

For the six months ended 30 June 2017 #{Z201746 8308 I-7~18 A

10. Payments in Advance, Prepayments, Deposits 10. FE{I5E * ANHE - EE R HME

and Other Receivables W hig
30 June 31 December
2017 2016
20174 2016%F
6H30H 12A31H
Note RMB’000 RMB’000
P AR¥T T ARETTT
(Unaudited)
(REER)
Current portion: TEENE S -
Prepayments in respect of: ATRIE B BTER SRR -
— purchase of inventories —-BEFE 52,318 21,123
— professional service fee —EXRBE (a 1,012 5,443
— others —HAth 187 469
Deposits e 1,522 1,748
Other receivables in respect of: VATNIE B #) EAb FE RIS
— value-added tax recoverable — Al Y EEEF 57,345 36,049
— purchase rebate — BRI 1,180 874
— staff advances — BT 241 297
— interest receivable for time deposits —REEA=EA A LR
with original maturity of over three TEHIE R MRS
months 220 -
— others —HAh 519 1,112
114,544 67,115
Non-current portion: FEREE 7 -
Prepayments in advance in respect of: LATNIE B R TERTRUE
— acquisition of a subsidiary —E—FERE AR 3,520 -
— property, plant and equipment —E - R NEE 8,575 99,858
12,095 99,858
Deposit in respect of: IATIEA MRS :
— property, plant and equipment —E - BENE&E (b) 3,000 3,000
15,095 102,858
129,639 169,973
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Notes to the Condensed Consolidated Financial Statements (Continued)
B4R S B ISR M sE (48)

For the six months ended 30 June 2017 #{Z201746 8308 I-7<18 A

10. Payments in Advance, Prepayments, Deposits

11.

and Other Receivables (Continued)
Notes:

(@  The balance as of 30 June 2017 primarily represented prepayments of
professional service fees made to independent third parties in relation
to their respective professional services for the period from 1 July 2017
to 31 March 2018.

(b)  The balance represented a deposit made to an independent third party
in respect of the construction of the Group's cold chain storage facility.

Deferred Tax Assets
The movements in deferred tax assets during the Period are as
follows:

10. BB - AARE - RERHME
WRRIE (&)
Kt -

(@) M2017F6A30BM&HEZIRN2017F7 A1
AZE2018F3A31HEME - iEMAHESRIEXR
BAFBIE=ZFNEEREER -

(b) HEHIERAEELSHERERREERN T —RBL
F=IHiRE -

1. EEHBEEE
HAPEC R HEEM S BT -

Changes in
fair value
of financial
liabilities at
fair value
through
profit or loss Losses available
classified for offsetting
as held for against taxable

trading profits Total
DEREE
EEZEBRSE
BRATVETER A AE
TREEATE R
25 AR #at
RMB’000 RMB’000 RMB’000

ARET T ARETTT ARETTT

At 1 January 2017 2017617818

Deferred tax credited to profit WEHARFT AR B A
or loss in Mainland China during BRAEET 18
the Reporting Period

Deferred tax credited to profit WEBHRFTADBIEEN
or loss in Hong Kong during WEAET I8

the Reporting Period

At 30 June 2017 (unaudited) M20179F6 530H
(ReEZ)

317 4,233 4,550
- 463 463
317 4,696 5,013
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Notes to the Condensed Consolidated Financial Statements (Continued)

FEERAR S IS IR R M = ()

For the six months ended 30 June 2017 #{Z201746 8308 I-7~18 A

11. Deferred Tax Assets (Continued)

As at 30 June 2017, the Group had accumulated tax losses arising in
Hong Kong of RMB2,804,000 (31 December 2016: not applicable)
that are available indefinitely for offsetting against future taxable
profits of the company in which the losses arose. The Group also had
accumulated tax losses arising in Mainland China of RMB28,220,000
(31 December 2016: not applicable) that would expire in five years
for offsetting against future taxable profits of the company in which
the losses arose.

Deferred tax assets have not been recognised in respect of the tax
losses arisen in subsidiaries that have been loss making as it was
not considered probable that tax profits would be available against
which the tax losses can be utilised.

12. Trade and Bills Receivables

11.

12.

EERIEEE(E)

#2017F6 A308 + AEBRE B R FiEE
EAARM2,804,0007T(20165F12A31H =
BA) - ATER A EREEL B RN A RIAER
RIEFRBEE A o JEo - AEBR AR A RET
FRIEEE A AR28,220,0007T (2016412 A31
B :TEA)  BRAFTAEIE - o] AERKEE
B R BN AR R BRI F o

It i S AR IR RO T A R E A VR TR S 1R
REEHBEE - RAAEHMERRRERT
A]BE R FERR TSR A o] IR EH LR E 1B -

BEZERWRERERREE

30 June 31 December
2017 2016
20175 20164F
6H30H 12H31H
RMB’'000 RMB'000
AR¥TT ARETTT
(Unaudited)
(REEZ)
Trade receivables 2 Z EWGRIE 49,330 11,751
Bills receivable eI E & = 8,117
49,330 19,868

The Group’s trading terms with its customers are mainly on full
payment in advance of delivery either in cash or in bills receivable
accepted by a bank, except for certain customers which are granted
credit terms ranging from 30 days to 60 days. The Group maintains
strict control over the settlements of its outstanding receivables
and has a credit control department to minimise credit risk. Trade
receivables are non-interest-bearing and unsecured.

Based on the invoice date, all trade receivables of the Group as of 30
June 2017 were aged within two months and were neither past due
nor impaired.
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Notes to the Condensed Consolidated Financial Statements (Continued)

FERAR S IS IR R = (48

For the six months ended 30 June 2017 #{Z201746 8308 I-7<18 A

12. Trade and Bills Receivables (Continued)

During the Reporting Period, the Group discounted certain bills
receivable accepted by banks in the PRC, with a carrying amount
in aggregate of RMB146,456,000 (for the six months ended 30
June 2016: RMB55,252,000) (the “Derecognised Bills”). The
Derecognised Bills have been accepted by reputable banks in the
PRC i.e. Industrial and Commercial Bank of China, China Merchants
Bank, Bank of China and Chengdu Rural Commercial Bank and
have a maturity within three months after the end of the Reporting
Period. In accordance with the Law of Negotiable Instruments in
the PRC, holders of the Derecognised Bills have a right of recourse
against the Group if the PRC banks default (the “Continuing
Involvement”). In the opinion of the Directors, the Group has
transferred substantially all risks and rewards relating to the
Derecognised Bills. Accordingly, it has derecognised the full carrying
amounts of the Derecognised Bills and the associated advances on
discounting.

The maximum exposure to loss from the Group’s Continuing
Involvement in the Derecognised Bills and the undiscounted cash
flows to repurchase these Derecognised Bills is equal to their face
amounts. In the opinion of the Directors, the fair values of the
Group’s Continuing Involvement in the Derecognised Bills are not
significant.

During the Reporting Period, the Group has recognised interest
expense of RMB3,098,000 (for the six months ended 30 June 2016:
RMB357,000) (note 5) on discounted bills receivable. No gains or
losses were recognised from the Continuing Involvement, both
during the Reporting Period or cumulatively. The discounting has
been made evenly throughout the Reporting Period.

12. ESEWE

RIE R EWERE (&)
HEHIA - AEEBIRE T RS BEARITELA
EWEE  ZERKEEFAESEABARE
146,456,0007T (B £201646 H30H [E/N A A -
AR#55,252,0007T) ([ &R L EREE ) - 421E
HRERIBERBE TERT - Bkt - PEIRT
RAE RN EERTEFRMBRITEL - B
WEERE - ZSZENIBHAHLE=@AR -
RIB(PEARLMBEAZRE) - MR BEARITE
B BIEERERFEAHASEREERE
((BEsH]) - E2RE K%lai#@ﬁ%
S ELHERZIE A B ER R B o FHit -
E%iﬁ%%iﬁ%?ﬁ&m%%ﬁﬁﬂm%n
BRMEME -

AEERBL I ERRENFESBME YR
RIBREMR N B EZEL I ERRIBNARMIRE
EREREMERS - EFRR - AKREHKL
ERRBENHESENIFELTEX -

WERNA - AEEBEREKEREENFEFAS
AR #3,098,0007T (B =2016%6 A30H 1-7<1&
A AR®357,00070) (FIzE5) © 9N & H
Rk 2T ERIFES HN RS REE - BERS
HAMBLIREE S o
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Notes to the Condensed Consolidated Financial Statements (Continued)
B4R S B SRR M aE (1)

For the six months ended 30 June 2017 #{Z201746 8308 I-7~18 A

13

14.

. Available-for-Sale Investment

The available-for-sale investment represents a one-year fund

of HK$120,000,000 (equivalent to RMB103,500,000), namely
William Merger and Acquisition Fund No. 9 (the “Fund”) issued by
Shenzhen City William Financial Holding Limited, an independent

third party, on 13 July 2016. The fixed return rate of the Fund is

3.6% per annum based on the stable income from investment

portfolio including bonds, reverse repurchase bonds, bank deposits,

negotiable certificates of deposit, exchange market funds, other

financial products which is having low risk profile with high

liquidity. The Fund is redeemable by the Group at any time after

the subscription upon giving a written notice of not less than five

days in advance of the redemption. Therefore, the above investment
is designated as an available-for-sale debt instrument. Pursuant

to the underlying contract, the Fund is principally guaranteed
upon redemption or maturity. As of 30 June 2017, the Group's
Fund with a carrying amount of HK$126,566,000 (equivalent to

RMB109,835,000) (31 December 2016: HK$124,423,000, equivalent

to RMB111,261,000) was measured at fair value.

During the Reporting Period, the accrued interest income on

the Group’s available-for-sale investment recognised as “other
income” in profit or loss amounted to HK$2,142,000 (equivalent
to RMB1,890,000) (for the six months ended in 30 June 2016: not

applicable).

Trade Payables
An aged analysis of the trade payables as of 30 June 2017 and 31
December 2016, based on the invoice date, is as follows:

13.

14.

AHHERE

A] {38 B 48 — F HAE £ 120,000,000 7% 7T
(HEE N AR®103,500,0007T) @ BB E=
FRYIT B RS RER AR A RIN201657 13
HETHRESIEHEIRES([EE]) - &2
BFETEHRRAE3.6%  AREBEES ¥
EEEES « RITIFH - AEEFNE  INETS
ESUKABRRAREE R ENEMES RE
MR EBETSREWRAGE - RER AT
DPRAERBHERMBNE  AEETRRES
HEERELDES - At - LR ERIEEAR
AHEEEHETA - BERBEEY  E£4%
FAHE [B1 ok B AR A &R FE © 70201746 A301 -
AEBREMEA126,566,0008 L (HERAR
#109,835,0007T) KW E £ (20165F 12 A31H
124,423,000 7T - HHE R AR 111,261,000
TR ATERE

WEHNA - AEBPMBEER A AR A JH AT
HHERE R ER R EURA A2,142,0008 7T (48
BN ARY1,890,0007T) (B =2016F6 A30H
WEREA - TER) o

g S ENARIE
B SN REREEZEAEN2017F6 A308 &
201612 B3 1 BHBREE DT -

30 June 31 December
2017 2016
201745 20164
64308 128318
RMB’000 RMB’000
ARET T ARETT
(Unaudited)
(REEER)
Within 3 months =EAR 30,551 45,832

Trade payables of the Group are non-interest-bearing and are
normally settled within 90 days.
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Notes to the Condensed Consolidated Financial Statements (Continued)

FERAR S IS IR R = (48

For the six months ended 30 June 2017 #{Z201746 8308 I-7<18 A

15. Interest-Bearing Bank Loans

15. FFERITER

30 June 31 December
2017 2016
20174 20164
6H30H 12A31H
RMB’000 RMB’000
AR¥T T ARBFT
(Unaudited)
(REERZ)
Bank loans repayable within one year: ER—FANEENRITER -
Secured BHEH 141,245 35,000
Guaranteed BHER = 110,000
Unsecured A = 20,000
141,245 165,000
Analysed into: DR
Bank loans repayable: JEIEERITES -
Within one year R—FA 141,245 165,000

As of 30 June 2017, except for a bank loan of RMB7,745,000
denominated in US$, all other bank loans were denominated in
RMB.

As of 30 June 2017, except for bank loans of RMB40,000,000 bear
interest at floating rates of 1.58% to 2.01% above the one-year
China Inter Bank Offered Rate (“CIBOR"), all other bank loans
bear interest at fixed rates ranging from 3.09328% to 5.655% per
annum.

As of 30 June 2017, the bank loans were secured by the Group's
buildings with net carrying amounts of RMB85,860,000, the Group’s
time deposits of RMB43,019,000, 100% equity interest in Linzhi
Ziguang and 40% equity interest in Sichuan Sinco Pharmaceuticals.

R201796 8308 ' Br AR¥7,745,0007THY R
TTEFRAEITRHEIN - 2 EMIBITEKTIAA
R¥EGHE -

7201796 4308 - fk AR % 40,000,0007TH)
RITERIE—FHPHEBTRERS([HEER
TRIZEFRS |)IN1.58% F2.01% H)F 8 FI K5t
BN 2EEARITERIIRE T FHEN T
3.09328% %5.655%&1 8. °

20176 308 * BRIRITERTIAARERER
EF{E A A RE85,860,0007THIET « ANEEAE
FHIE A R#43,019,0007T « #RZ KR 2 ER
[ R P ) || BB 7S 2 2 2 ) 40 % AR B VE AR 44 o
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Notes to the Condensed Consolidated Financial Statements (Continued)

IBEEES

B PRI (&)

For the six months ended 30 June 2017 #{Z201746 8308 I-7~18 A

16. Financial Assets/(Liabilities) at Fair Value 16. 2 A EEEEBER I A FE
Through Profit or Loss Classified as Held for ENSREE (AR
Trading
30 June 31 December
2017 2016
20175 2016%F
65308 128318
RMB’000 RMB’000
ARET T ARETTT
(Unaudited)
(REBER)
Currency forward contract BERHEH (2,111) 146

Financial liabilities at fair value through profit or loss classified as
held for trading represented fair value losses on currency forward

contracts at fair value as of 30 June 2017.

As of 30 June 2017, the outstanding currency forward contracts of
US$5,870,000 and US$2,553,000 with maturity dates in July 2017
and August 2017 respectively were entered into by the Group and
HSBC Bank (China) Limited (“HSBC China”) and were designated
by the Group as financial liabilities at fair value through profit or loss
classified as held for trading upon initial recognition. The fair value
of the currency forward contract was estimated by an independent

professional valuer by using the Black Scholes Model.

during the Reporting Period are as follows:

DA IFEESBIEREATEAZENERA
BN 2017F6 A30 AR AT E 2N &R E

BRI THEER

ENCRBE-

EA2017¢6H30E! NG [ B
NEl(TEEFE D BARIHEEKERHEH
5,870,000%75&2,553,000%75 BB SR A
201757 A K%201748 A » WA S ERE HA
SEIETE AN EARIFEESRBRIEZATEL
EBRHASGHNHATELRBIE
¥MEMERRN R —FRETEER G5 -

LRIT(FEDE

EHAHNFEZBNT

The movements in the fair value of the currency forward contracts TR AN B

RMB’000

ARBTFT

(Unaudited)

(REER)

At 1 January 2017 1K2017F1H1H 146
Fair value losses on financial liabilities at fair value DERFEEERBEREATEEH

through profit or loss classified as held for trading TRaEATEEER (2,257)

At 30 June 2017 20176 A30H (2,111)
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Notes to the Condensed Consolidated Financial Statements (Continued)

FERAR S IS IR R = (48

For the six months ended 30 June 2017 #{Z201746 8308 I-7<18 A

17. Bonds 17. &%
30 June 31 December
2017 2016
20174 2016%F
6H30H 12A31H
RMB’000 RMB’000
ARET T ARBFT
(Unaudited)
(REER)
Carrying amount of bonds at 27 June 2017 201796 A27 BMEHREE 105,078 -
Direct transaction costs in relation to the bonds  E5EBAE R ZKA (441) -
Foreign exchange gains during the s HIRIMNER &
Reporting Period (928) -
Effective interest recognised for the RiEHRARROEERFS
Reporting Period (note 5) (M$3E5) 86 -
Carrying amount of bonds at 30 June 2017 201756 A30 A MEHREE 103,795 -

On 27 June 2017, the Company issued unlisted bonds in the
aggregate principal amount of HK$120,000,000 (equivalent to
RMB104,150,000). The Company’s obligations under the bonds are
unconditionally guaranteed by Mr. Huang Xiangbin, the Chairman,
an executive director and the Co-Chief Executive Officer of the
Company. The maturity date of the bonds is falling 24 months after

the date of issue. The nominal effective interest rate is 10% per XAt e

annum which should be payable quarterly.

The related interest expense of the bonds for the Reporting Period
amounted to RMB86,000 (six months ended 30 June 2016: not

applicable).

201766 A278 - KRR EITASBEER
120,000,0007% 7T (18 & 7 A R # 104,150,000
TORIEETES - ARRMESFAENE TR
RARER PITESRERITHRARFEEW L
EEEHER - E5NEIHAAEITASER
4 AER - RAERFFNEAE10%

REHANBEFNEBER S H A ARES6,000
(B ZE201656 A30R (LA R : TEm) o
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Notes to the Condensed Consolidated Financial Statements (Continued)

FEERAR S IS IR R M = ()

For the six months ended 30 June 2017 #{Z201746 8308 I-7~18 A

56

18. Convertible Bonds

18. WIARESF

30 June 31 December
2017 2016
20175 2016%F
6H30H 12A31H
RMB’000 RMB’000
ARETT ARBFT
(Unaudited)
(REBER)
Convertible bonds, liability component AMRESE RS 30,436 -
Fair value of embedded derivatives MARSTET AN A FE 4,151 -
34,587 -

On 30 June 2017, the Company (the “Issuer”) had convertible bonds
in the aggregate principal amount of HK$40,000,000 (equivalent to
RMB34,717,000). The Company’s obligations under the convertible
bonds are unconditionally guaranteed by Mr. Huang Xiangbin. There

was no movement in the number of these convertible bonds during

the Reporting Period.

The principal terms and conditions of the convertible bonds are as

follows:

(i)

(i)

(iii)

Interest rate
The Company shall pay an interest on the convertible bonds at
8.0% per annum and the interest should be paid quarterly.

Conversion price

The convertible bonds will be convertible into the Company’s
ordinary shares at the initial conversion price of HK$0.506 per
share, subject to the adjustments as follows: (i) consolidation,
subdivision or reclassification of shares; (ii) capitalisation of
profits or reserves; (iii) capital distributions; (iv) rights issues
of shares or grants of options over shares; (v) rights issues of
other securities; (vi) issues at less than current market price; (vii)
other issues at less than current market price; (viii) modification
of rights of conversion, etc; (ix) other offers to shareholders;
and (x) other usual adjustments events.

Maturity

Unless previously redeemed, converted, purchased or cancelled,
the Company will redeem all of the convertible bonds on the
30 June 2019 at 104% of the outstanding principal amount
together with accrued but unpaid interest to such date.

Sinco Pharmaceuticals Holdings Limited Interim Report 2017

R2017F6 8308 « ARBI([EITA ) AJ ]
&5 A% 458 540,000,000 T (HERARE
34,717,0007T) » ANA R GLAT AR (B A F IR B
EEREFEW A EEER - REANZE R
I fE5EE mEE -

(i)

(ii)

(iii)

AR B T 2ER AT -

Rl
AN B BRFFIRS.0% - A AR (E 5 Y
ME - MBREEXAN -

B’RE

AR & 55 1% LA AR0. 50678 T B 1 iR A iR
EBEBRAAARERK AL TSR
TEHRE - R EH - FEEHRSHE
(VS FHEEREFTER  (INEADIK + (iv)
TR HB SR B R ¢ (VETTEM
EAHB  (i)MERERTHEZTT  (vi) A
ERE R EEITEAMIT ¢ (iSRS
BE  (WRARREHEMEL  ReEM
—RAREEFIR -

FIHA

BRIELEAIEER - #Hik - BEFHE &
AR R AR 201946 530 AR A EE K
SRR 104%EREEZ B L ERHERS
F S HE B 2 Ep AT AR E S o



Notes to the Condensed Consolidated Financial Statements (Continued)
B4R S B ISR M sE (48)

For the six months ended 30 June 2017 #{Z201746 8308 I-7<18 A

18. Convertible Bonds (Continued)
(iv) Redemption for Relevant Event

18. AR ES
(iv) HESEAHEE

Following the occurrence of a Relevant Event (as defined
below), the holder of each convertible bond will have the right
at such holder’s option, to require the Issuer to redeem all but
not some only of such holder’s bonds on the Relevant Event
Put Date (as defined below) at 120 per cent of the principal
amount outstanding together with interest accrued but unpaid
to such date (if any). To exercise such right, the holder of the
convertible bonds must deposit during normal business hours
at the specified office of the Company a duly completed and
signed notice of redemption, together with the certificate
evidencing the bonds to be redeemed by not later than 30 days
following a Relevant Event, or, if later, 30 days following the
date upon which notice thereof is given to bondholders by the
Issuer. The “Relevant Event Put Date” shall be the fourteenth
day after the expiry of such period of 30 days as referred to
above.

“Relevant Event” occurs when (a) the listing of the shares on
the Main Board is cancelled or withdrawn; or (b) the Company
is delisted by the HKSE or (c) approval from the HKSE with
respect to listing of and dealing in the shares arising from the
conversion of the bonds is revoked or cancelled; or (d) the
shares are suspended from trading on the Main Board for
10 consecutive trading days; (e) the Company is delayed, for
whatsoever reason, in reporting its financial results and/or
submitting its financial results to HKSE resulting the HKSE or
the Securities and Futures Commission of Hong Kong suspends
the shares; (f) the shares are suspended by HKSE as a result of
irregular trading activities (other than merge and acquisition
within its ordinary course of business); or (g) on the day that
is 45 days after the issue date of the bonds, the custodian
agreement and any security agreement for charging the
custodian account has not been executed by all the chargors
under the Listco Share Charge or the security over the shares
kept in the custodian account is not effective for any reason
whatsoever. The “Listco Share Charge” means a share charge
between Risun as chargor and the bondholder as chargee, over
certain shares of the Company.

RBEERBEHFR(ERITOR - &7
BRESFNFAEABER(ZEBREEAN
BE)BRBETARBBEEHRLEAHCE
ERTXRBEFNAEERASEANLZ
120 REZEZ B L EFHEARMN S (40
B)EEBBRAANZEHEIHER D AR
BES - BITEABERN - ATHRERESN
FAEABATERNBBEFR30AR (AR
®EF )BT ARBESFA A LB AR
30 REFEEREARARENEE
MERXRBIEZ RFZNE LB R
THREESNEE - [HEAFFHEAH]
1 ATt e30 B B E M a5 148 o

[MEEAEFIRATIEREE  @QERORE
ey LA EBUR S ¢ k(o)A AR
EBRBBZFARME OB BB ABHL
ERBESMSEBRNM LM R EEER
HERBUE ¢ B EEI0ERZBERE
REFEE : (FEEMIZHARRRTEER
BERBMI AR BAMBEER RRERE
MIGERE  GUEEMIAREEZS R
HEEBERZBeEEFEREEXSERN ¢
OHERTEEXZEB (R B EXBEBET
ETNHBRINRNETBM AL FE
T RONEFEITRHRISEER
E AN R AR EE ARRP R
AARE LA R R B AT
KT FRFEE ARRP B 10 50 B E R
BAABAER - [ LT AR R EC #5Risun
(ERMRA)BEZFEAWER/ZIA)
ZRERA R RS T RO BB -
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Notes to the Condensed Consolidated Financial Statements (Continued)
B4R S B SRR M aE (1)

For the six months ended 30 June 2017 #{Z201746 8308 I-7~18 A

18. Convertible Bonds (Continued) 18. AR EH(E)

(v) Redemption for lllegality (v)

If at any time it becomes unlawful in any applicable jurisdiction
for a bondholder to perform any of its obligations as
contemplated by any transaction document or to hold or
maintain its holding of any bond or it becomes unlawful in
any applicable jurisdiction for any affiliate of a bondholder
for that bondholder to do so that bondholder may notify the
Issuer upon becoming aware of that event and specify the
date of redemption of the bonds held by it (the “lllegality
Redemption Date”).

After receipt of the notice under paragraph (i) above, the
Issuer must on the lllegality Redemption Date redeem all of the
bonds held by that bondholder, at 120 per cent of the principal
amount outstanding together with the corresponding interest
accrued to (but excluding) the date of redemption.

The fair value of the convertible bonds as at 30 June 2017
was determined by an independent qualified valuer based on
the binomial option pricing model. The carrying amount of
the liability component on initial recognition was measured
at the proceeds of the convertible bonds (net of transaction
costs) minus the fair value of the embedded derivatives of the
convertible bonds.

Z<C| /i/ﬁxﬁ

T AME R RAMEE A FDEE R - B
A ABITEMR S XA E R EME
B IRAREEREERNESFNER
& BRNEEA AR EES B A
WMHITEERESFHAEANTAHBAL
RBEL  BEHEATRATEREN
FRBAIEITA - WIRBEMBESAER
B rEaEREBEH]) -

BREEXFEOBRMLBME - BITAER
TRZEO AR REERNSENAN Z
1202FEEZ(BETEHE)ED AR E
AMEBEZEFREARENMAES

R-ZF—EHFRXA=ZTHARRESNR
FERBILA QWETEEW& AAHEE
ERAEE - VAR AESDNRE
ﬁ?ﬁz"ﬁ%ﬂ*ﬁﬁ%%ﬁﬁﬁ?ﬁﬁ(%ﬂﬁﬂﬁx%ﬁk$)
AT ESRAAITE T AN A FER

=
E-°

The convertible bonds issued during the Reporting Period have RBEHRBITH A BRRESE D BB ESD &
been split into the liability component and embedded derivatives as BMARSTETANT ¢
follows:
30 June 31 December
2017 2016
20174 2016%F
6H30H 12A31H
RMB’'000 RMB'000

AR¥T ARETTT
(Unaudited)

(REEER)
Nominal value of the convertible bonds AR ESFEE 34,717 -
Fair value of conversion rights as EER 201746 43088
at 30 June 2017 NHE (4,151) -
Direct transaction costs attributable to BEBDEIEEEI KA
the liability component (130) =
Liability component as at 30 June 2017 120176 A30BMABEHD 30,436 -
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Notes to the Condensed Consolidated Financial Statements (Continued)

FERAR S IS IR R = (48

For the six months ended 30 June 2017 #{Z201746 8308 I-7<18 A

19. Share Option Scheme

The Company operates a share option scheme (the “Share Option
Scheme”) for the purpose of providing incentives and rewards
to eligible participants who contribute to the development of
the Group. Eligible participants of the Share Option Scheme are
employees (whether full time or part time) of the Company, its
subsidiaries or any entity in which the Group holds any equity
interest (the “Invested Entity”), including directors (including
independent non-executive directors) and senior management of
the Company, its subsidiaries and any Invested Entity. The Share
Option Scheme was approved by the Company’s shareholders on
1 February 2016 and became effective upon the Listing and, unless
otherwise cancelled or amended, will remain in force for 10 years
from 1 February 2016. Please refer to the 2016 annual report of the
Company for details.

The following share options were outstanding under the Share
Option Scheme during the Reporting Period:

9. BBRMERTE

AR RRABIETE ([ BRESTE)  BEM
HASBEBHEELERMNE BB HEIRMIEZRE
RER - BIREAEINEERSHEREANT]
HIfB AR A EEFE A ARENTMELS
([BREBE DNES(THEBFER) @ 814K
nE - BB AR RE(IREEEBNES(RE
BYIERTER) REREEE - BRETIIE
7201652 A1 AEAR R BREA EWTHK EHE
£k BRIESTTEUESEE] - BAIFH2016
F2RAVABE THERERFER - FBEBLHR
NE2016FFR o

AT R O R R ISR B A BT (BB AR
i

Weighted

average Number of

exercise price options

R ITEE BREHE

Note HK$ per Share ‘000

s BRI ETT T

As at 1 January 2017 7R2017%F1A1H (i) 0.568 30,000
Forfeited during the Reporting Period RS BRI (i) 0.568 (11,450)
As at 30 June 2017 7201746 A30H 0.568 18,550

Notes:

()  The share options outstanding as at 1 January 2017 represented
30,000,000 share options granted by the Company on 21 September
2016 at an exercise price of HK$0.568 per share to certain eligible
participants of the Company in respect of their contributions to the
Group's development under the Share Option Scheme.

(i) The share options granted to certain eligible participants under the
Share Option Scheme were forfeited following their resignations during
the Reporting Period.

Bt -

iy F2017F1 A1 B ERITENBRERAA R
RARETEERDAEHAREBERAERR
7201659 A21 HIREREIET EIIL T EE TR
0.56878 JT M) F4% 130,000,000/ BB A4 ©

(i) RIBBEME IR TETRERSEENBAE
FE2EERRE PRI -
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Notes to the Condensed Consolidated Financial Statements (Continued)
B4R S B SRR M aE (1)

For the six months ended 30 June 2017 #{Z201746 8308 I-7~18 A

19.

Share Option Scheme (Continued)
The exercise prices and exercise periods of the share options
outstanding as of 30 June 2017 and 31 December 2016 are as

ERERTEI(E)
R2017496 A308 %2016512 A31 B i ARTTE
BRI TEERITHEHAT -

19.

follows:
30 June
2017
20175
6H30H
Number of Exercise price
options per share
BRERE BRITEE
‘000 HK$  Exercise period
T4 BT 1T
7,420 0.568 From 21 September 2017 to 20 September 2022 201749 H21HZE202249520H
5,565 0.568 From 21 September 2018 to 20 September 2022 201849 A21HZE2022F9H20H
5,565 0.568 From 21 September 2019 to 20 September 2022 201949 H21HZE202249820H
18,550

31 December

2016
2016%F
12A31H
Number of Exercise price
options per share
HEAES BRATEE
‘000 HK$  Exercise period
T BT 11EH
12,000 0.568 From 21 September 2017 to 20 September 2022 201749 A21HZ20229H20H
9,000 0.568 From 21 September 2018 to 20 September 2022 201849 H21HZE202249 208
9,000 0.568 From 21 September 2019 to 20 September 2022 201949 A21H £202259H20H
30,000

The Company recognised a share option expense of RMB704,000
during the Reporting Period (for the six months ended 30 June 2016:

not applicable).

ARARBFEHANBRERERAIARE
704,0007C (201696 A30H IE/~E B : FE
) -
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Notes to the Condensed Consolidated Financial Statements (Continued)
B4R S B ISR M sE (48)

For the six months ended 30 June 2017 #{Z201746 8308 I-7<18 A

19. Share Option Scheme (Continued) 19. R AESTEI(E)

The fair value of equity-settled share options granted under the
Share Option Scheme was estimated as of the date of grant, using a
binomial model, taking into account the terms and conditions upon
which the options were granted. The following table lists the inputs
to the model used:

Dividend yield (%) Nil
Expected volatility (%) 48.75
Risk-free interest rate (%) 0.72

The expected volatility reflects the assumption that the historical
volatility is indicative of future trends, which may also not necessarily
be the actual outcome.

No other feature of the options granted was incorporated into the
measurement of fair value.

As at 30 June 2017, the Company had 18,550,000 share options
outstanding under the Share Option Scheme. The exercise in
full of the outstanding share options would, under the present
capital structure of the Company, result in the issue of 18,550,000
additional ordinary shares of the Company and additional share
capital of HK$1,855 and share premium of at least HK$10,534,545
(before issue expenses).

At the date of this interim condensed financial information, the
Company had 18,550,000 share options outstanding under the
Share Option Scheme, which represented approximately 1.1% of
the Company's shares in issue as of that date.

1 R TR S 2 ) LA 4 B BB 2
FETAEE B - ERER G - DR
5 L B A R R e © TR B TIRAER
B2

15 B 2E(%) =
TEERR 1R(%) 48.75
SRR I R (%) 0.72

TEHTR IR R MR 2R IE TR R AR SRBE R RER
BARBRERS

SFEATERBEMACDR D BEREN LMY

] ©

S
B Ol

2017566 A30R - REBERERTE - XAFE
18,550,00017 I AR THEHI BB HE  IRIBAAR]IE
AIREZARZERE - (WARET T M R T R A R AR i
1B HURE M 1T718,550,000A% A A )& 3BA% LA K
AN AR1,85578 T KBk 1D & B = 410,534,545
PEIT (F0BREE TR AT) o

RAFREAREAB AR B - RIREBIERTE
A 18,550,000 M ARTT{EHIFEIRAE - (G2
NRINZBAEBITIRMAHA.1% °
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Notes to the Condensed Consolidated Financial Statements (Continued)
B4R S B SRR M aE (1)

For the six months ended 30 June 2017 #{Z201746 8308 I-7~18 A

20. Commitments 20. &I
The Group had the following capital commitments at the end of the AREBNRERAROEAREELT ¢
Reporting Period:

30 June 31 December
2017 2016
20175 2016%F
6H30H 12HA31H
RMB’000 RMB’000

ARET T AREFT
(Unaudited)

(REEER)
Contracted, but not provided for: EHENEESETE
— Construction of a cold chain storage facility —ERRER R 32,386 2,265
21. Related Party Transactions 21. BEFRS
(@) During the Reporting Period, the Group had the following (a) WMEHARN AEEBHEAERBEHETATE
material transactions with its related parties: LK
For the six months ended 30 June
BZ6H30HL<ER
2017 2016
20176 20164
Note RMB’000 RMB’000
k=3 AR®TT ARBFT
(Unaudited) (Unaudited)
(REEEZ) (Rig#EZ)
Convertible bonds and bonds =W AR (i)

guaranteed by Mr. Huang Xiangbin AR ES M ES 138,382 -

Convertible bonds and bonds secured  BARisunff454 K94~ A 518% (ii)
by Risun’s shares over the Company IR R AT AR (E S M (A

% 138,382 -
(i)  The Company’s obligations under the convertible bonds () ARARBRAITBRRESREFEENE
and the bonds are guaranteed by Mr. Huang Xiangbin for EBEFWEEEEER(FHF17R
nil consideration (note 17&18). 18) °
(i) The Company's obligations under the convertible bonds (i) ANATPAIRBRES RESFSAENT
and the bonds are secured by Risun's shares over the EFRisunAE#58 HI AR R B A9 AR (7
Company for nil consideration (note 17&18). EEA(FFFE17K18) °
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B4R S B ISR M sE (48)

For the six months ended 30 June 2017 #{Z201746 8308 I-7<18 A

21.

22,

23.

Related Party Transactions (Continued)
(b)

Compensation of key management personnel of the Group:

21.

BELRZ(H)
(b) AEBEZEEEARRH -

For the six months ended 30 June

B Z6H30H L<EA
2017 2016
20175 20164
RMB’000 RMB’000
AR¥TT ARBFT
(Unaudited) (Unaudited)
(REEEZ) (REEEZ)
Salaries, allowances and benefits in kind e RN EYER 1,726 667
Pension scheme contributions RIS FT B 11 49
1,737 716

Dividends 22. B2

As a meeting of the Directors held on 25 August 2017, the
Directors resolved not to declare or pay any interim dividends for the
Reporting Period to the shareholders of the Company (for the six
months ended 30 June 2016: HK$0.0033, equivalent to RMB0.0028
per share).

Fair Value and Fair Value Hierarchy of Financial
Instruments

The carrying amounts of the Group’s cash deposits and interest-
bearing bank loans approximated to their fair values based on the
prevailing borrowing rates available for deposits and loans with
similar terms and maturities during the Reporting Period.

The fair values of financial assets at fair value through profit or
loss classified as held for trading are estimated based on valuation
techniques. The model incorporate observable inputs of certain
foreign exchange rates and risk-free interest rates. The carrying
amounts of financial assets at fair value through profit or loss
classified as held for trading are the same as their fair values. The fair
value measurement hierarchy of the Group’s financial assets at fair
value through profit or loss classified as held for trading measured at
fair value required observable inputs (Level 2) as of 30 June 2017 (31
December 2016: Level 2).

23.

M2017F8A2SABITNES SR L  EF3
ARIAERBEHRAARFTREE IR IR EM
FREIRR B (B = 201696 A30B IL/NE A : &%
0.0033% T(MEER TR AR0.00287T)) °

AVFEETHMIANDITFEER

RIERHSE BRE UG R B A OFERRE
RHRITEERAE - ARERSFRNRR
TERNEEERELNTERS °

DA EEESREBREATENENESRE
ENATERGEES EbE o ZEX ST
[ b Ry r] B R i A BIE BB AR - HEEA
FEEESBEREATEFENSBMEENE
AERASREATE - M2017F6A308 © A&
BEZRATENENSBEAREEESRBRIER
FEAENEBREENLATEFEBERFTER
B ABHR(E=4)(20165F12A31H : =
&) e
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Notes to the Condensed Consolidated Financial Statements (Continued)
B4R S B SRR M aE (1)

For the six months ended 30 June 2017 #{Z201746 8308 I-7~18 A

23.

24,

25.

Fair Value and Fair Value Hierarchy of Financial
Instruments (Continued)

The fair values of convertible bonds were valued by estimating
the value of the whole bond with and without the embedded
derivatives using the binomial option pricing model. The model
incorporates inputs including market price, discount rates and share
price volatility. The fair value measurement hierarchy of the Group's
convertible bonds measured at fair value required unobservable
inputs (Level 3) as of 30 June 2017 (31 December 2016: Not
applicable).

The carrying amounts of the Group’s other financial instruments
approximated to their fair values due to the short term to maturity at
the end of the Reporting Period.

Events after the Reporting Period
By the end of July 2017, the principal and accrued interest income of
the Fund mentioned in note 13 have been fully recovered.

Approval of the Interim Condensed Financial
Information

The interim condensed financial information was approved and
authorised for issue by the board of directors on 25 August 2017.
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23.

24,

25,
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DEFINITIONS

“Board”

==

“China” or “the PRC"
[

"CG Code”
[EERSTRI

"Company"” or “our Company"” or
“the Company”
NI

“Director(s)”

[E%]

“Group”, “our Group”, “the Group”,

" noon

we"”, “us”, or “our”

[ |~ [3RAPT ISR F A9

Board of Directors

=g

the People’s Republic of China excluding, for the purpose of this prospectus,
Hong Kong, Macau Special Administrative Region and Taiwan
RE ARKME - AERERTIEEES - RFIVSIITREREE

Corporate Governance Code
EERTH

Sinco Pharmaceuticals Holdings Limited (B2 88 2237 f A R /2 &), an exempted
company incorporated in the Cayman Islands with limited liability on 16 March
2015

FRPRBE R ER AR - R2015F3 168 EHASHS MK NEREFTR

NGl

the director(s) of the Company
KARES

the Company and its subsidiaries and, in respect of the period before we became
the holding company of our present subsidiaries, the businesses operated by such
subsidiaries or their predecessors (as the case may be)

RAT REMEARA R (BMIKRREER TR R AT e B M = )48
AP B8 A RIS HL AT & (RRAB I 8 ) A & 1) 3675
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Definitions (Continued)

Bx(E)

66

"HKS"
(7]

“HKSE"
[ BB P

“Hong Kong”
[&#]

“Hong Kong Branch Share Registrar”

[EBRAEEHE

“"Human Albumin Solution”

[AMAZE 5K

"IFRS"
[ BIFR B B ¥R S22 RI )

“Institute of Chinese Medical Sciences”

[ e B e B8 2k

“Linzhi Ziguang”
[ME 2K

"

“Linzhi Ziguang Group
[REEAEE

Hong Kong Dollars, the lawful currency of Hong Kong

B BREAERE

The Stock Exchange of Hong Kong Limited
BERMERXHER AT

the Hong Kong Special Administrative Region of the PRC
PEIEBRRITTHE

Computershare Hong Kong Investor Services Limited

BRRRBHFELBRA

refers to Octapharma’s human albumin solution 20% (containing 200 grammes
of total protein per litre) and human albumin solution 25% (containing 250
grammes of total protein per litre). The term Human Albumin Solution refers to
both products or either one of them as the context requires

BRI EEN20%A M HEAE5TR (7 285K 820052 ) M25%A 101 4
EIFR(BAEHER250%) - AMAZAFEIRE TMBEMRKIEF —&
(BFx®E)

International Accounting Standards, International Financial Reporting Standards,
amendments and the related interpretations issued by the International
Accounting Standards Board

BfR g ERIE S RMMBERESHER - BIRMBHRERER BT RAM2E

the Institute of Chinese Materia Medica, China Academy of Chinese Medical
Sciences (HP B 7 B8 R} 2By A BB 2 FR)
rp B R B R B R BB SR T

Xizang Linzhi Ziguang Pharmaceutical Co., Ltd (FEEIME LKL BREED
7)), a limited liability company incorporated in the PRC on 17 November 2014, a
wholly-owned subsidiary of the Company

PR RN BEEARETAR - KR2014F11 B17BERBEZEMKIHERA
A REARANEZENE AT

Chengdu Hengsheng Ziguang Pharmaceutical Technology Co., Ltd. (5 &8 E 5%
LB EE T A IR & {E/A ) and its wholly-owned subsidiary, namely, Linzhi
Ziguang

PRAMERR E L B BRI AREE AT REEEMBARIME LR
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Definitions (Continued)
EE(E)

“Listing”
[ ]

“Listing Rules”
[ LAl
“Main Board”
E 3
“Medochemie”
[ZEH %
"Model Code"
[f2<rA ]
“"MPCM"

[&5H - HELCREEE]

“Mr. Huang”
[EAEAE

“QOctapharma”

[ B 5o r D53 |
“Prospectus”
[ |

“Reporting Period”
[R5

“Risun”
[Risun ]

“RMB"
[ARE]

"SFO"
[ 87 KRB

the listing of the Shares on the Main Board of the HKSE
MR BB A ER £

the Rules Governing the Listing of Securities on the HKSE, as amended or
supplemented from time to time

BEREBZES EWRA - ETEHERT AT

Main Board of the HKSE
BB AT ER

Medochemie Ltd., a limited liability company incorporated in the Republic of
Cyprus and an Independent Third Party
Medochemie Ltd. * REEFEITEMBEIZ MK ZHERAR - BERBYE=H

Model Code for Securities Transactions by Directors of Listed Issuer
THETAZEFHETESF X ZHIRESTA

refers to marketing, promotion and channel management for the sale and
promotion of pharmaceutical products for pharmaceutical manufacturers

ABELERHEMEHEEMETNEN HEIREEE

Mr. Huang Xiangbin (&= ##7), Chairman of the Board, Executive Director, Co-
Chief Executive Officer and one of our controlling shareholders

ERWEL  EEFRIE  PTEF  BRETREERERER 2 —

Octapharma AG, a corporation limited by shares incorporated in the Swiss
Confederation
Octapharma AG * PIm B BRI M AR A A

the prospectus issued by the Company dated 29 February 2016
RARIR20165F2 A29 8 HIEH B E

six months ended 30 June 2017
BHZE20175F6 A30H IE7<EA

Risun Investments Limited, a limited company incorporated under the laws of BVI
on 16 January 2015, which is a wholly-owned subsidiary of Mr. Huang

Risun Investments Limited * 742015 1 A 16 AR IF E B4R m AL S AR ML
WERAR - AEEENZENBEAA

Renminbi Yuan, the lawful currency of China

AR hEEEEH

the Securities and Futures Ordinance (Chapter 571 of the Laws of Hong Kong), as
amended or supplemented from time to time
BBEBESTERE S REIEED - & ARHERT @7
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Definitions (Continued)
EE(E)

68

“Share(s)"”
[ &1 ]

“Shareholder(s)”
[ A% 2R

“Share Option Scheme”

[ ARt 3]

“Sichuan Sinco Pharmaceuticals”
[P || A A 2 2

"U.S. dollars” or "US$”
EZ

ordinary share(s) in the capital of the Company with nominal value of HK$0.0001
each

AR G AEEO.000178 7T B E AR

holder(s) of Shares
BoEE A

the share option scheme conditionally adopted by our Company on 1 February
2016, the principal terms of which are summarised in “Statutory and General
Information — D. Other Information — 1 Share Option Scheme” in Appendix VI
to the Prospectus

RAERR2016F2 A1 BB GARNHBEAES 8 - H = 24U B AR E b
BEEER—MBER —D. M ER — 1 BT

Sichuan Sinco Pharmaceuticals Co., Ltd (P9) || BIR} A ZZ F R S (LA 7)), a limited
liability company incorporated in the PRC on 1 April 2011
P)IEBREEEREERT - R2011F4 51 BEFBGFMAZAER A A

U.S. dollars, the lawful currency of the United States of America
£t ENBRERBEAEES

In this Interim Report, the terms “associate, ”, “close associate,” “connected
person,” “connected transaction,” “controlling shareholder,” “core
connected person,” “subsidiary” and “substantial shareholder” shall have
the meanings given to such terms in the Listing Rules, unless the context
otherwise requires.

s v

The English translation of the PRC entities, enterprises, nationals, facilities,
regulations in Chinese are translations of the Chinese names. To the
extent there is any inconsistency between the Chinese names of the PRC
entities, enterprises, nationals, facilities, requlations and their English
translations, the Chinese names shall prevail.

Sinco Pharmaceuticals Holdings Limited Interim Report 2017
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