K RZF A

Wuyi Pharmaceutical

Wuyi International Pharmaceutical Company Limited
KEREREXFRLT

(Incorporated in the Cayman Islands with limited liability)

(RSB BEMRINERAR)

Stock Code &A% : 1889




BOARD OF DIRECTORS

Executive Directors

Mr. Chen Chengging (Chairman)
(appointed with effect from 17 February 2017)
Ms. Hung Hoi Lan
(appointed with effect from 17 February 2017)
Mr. Lin Ouwen
(Chairman and Chief Executive Officer)
(retired with effect from 16 June 2017)
Mr. Lin Min
(resigned with effect from 17 February 2017)

Independent Non-executive Directors

Mr. Tu Fangkui

(appointed with effect from 16 June 2017)
Mr. Wang Zihao

(appointed with effect from 16 June 2017)
Professor Zhang Rongaing

(appointed with effect from 16 June 2017)
Mr. Zhang Jie

(retired with effect from 16 June 2017)
Mr. Zhang Xuewen

(retired with effect from 16 June 2017)
Mr. Wu Chenghan

(retired with effect from 16 June 2017)

COMPANY SECRETARY

Mr. Lock Kwong Hang, Simon

CPA (Practising), ACIS and ACS

(appointed with effect from 8 May 2017)
Mr. Luk Ting Fung

(resigned with effect from 8 May 2017)

Corporate Information

DAEIER
£
YTES
RS (/%)

(1 —F—+4# = F++HEEZE)
PiisD kg

( —F—+F— F++HEESE)
NS e

(EERITBARZ)

(A=F—+FNAFNHERT)
HERSE

(B —F—+F = F++HEEHT)

BIYFHTES

B RisEE

(1 —F—+F AT NHEEZT)
ITFEEE

(1 —F—+FNH AN AHEREZE)
RESEHIR

(1 —F—+F NN HHERZE)
SREESE

(i —F—+F A1 HERE)
REX A

(1 =F—+F A+ NHERE)
Rkt

(B = F—+F A+ NAEERE)

REWE

SREESAE
CPA (#1%) + ACIS X ACS
(=F—+FH A/ \FEESEF)
PEESR S
(B=F—+F7a A/ \AEFT)

@



Corporate Information

AFEEHR

AUTHORIZED REPRESENTATIVES

Mr. Chen Chengging

(appointed with effect from 16 June 2017)
Mr. Lock Kwong Hang, Simon

CPA (Practising), ACIS and ACS

(appointed with effect from 8 May 2017)
Mr. Lin Ouwen

(retired with effect from 16 June 2017)
Mr. Luk Ting Fung

(resigned with effect from 8 May 2017)

AUDIT COMMITTEE

Mr. Wang Zihao (Chairman)

(appointed with effect from 16 June 2017)
Mr. Tu Fangkui

(appointed with effect from 16 June 2017)
Professor Zhang Rongging

(appointed with effect from 16 June 2017)
Mr. Zhang Jie (Chairman)

(retired with effect from 16 June 2017)
Mr. Zhang Xuewen

(retired with effect from 16 June 2017)
Mr. Wu Chenghan

(retired with effect from 16 June 2017)

REMUNERATION COMMITTEE

Mr. Wang Zihao (Chairman)

(appointed with effect from 16 June 2017)
Mr. Chen Chengging

(appointed with effect from 16 June 2017)
Mr. Tu Fangkui

(appointed with effect from 16 June 2017)
Professor Zhang Rongaing

(appointed with effect from 16 June 2017)
Mr. Zhang Jie (Chairman)

(retired with effect from 16 June 2017)
Mr. Lin Ouwen

(retired with effect from 16 June 2017)
Mr. Zhang Xuewen

(retired with effect from 16 June 2017)
Mr. Wu Chenghan

(retired with effect from 16 June 2017)

EERE

BRAKEE 52

(1 —F—+FNH AN AHEREZE)
SREELLE

CPA($1%) - ACIS RACS

(B —F—+FaA\AHEEZF)
MBS

(1 —F—+F XA+ NHEERE)
PEEEEL

(= F—+F A\ HEFE)

BEREES

ITFEEE(LE)

(1 —F—F NN HEEZE)
BT A

(B —F—+F N NHHERZE)
RECBEHIR

(1 —F—+FNAFNHHEREZE)
SRIESEAE (£/E)

(B —F—+F N+ NHEERE)
REX L

(1 —F—+FNH N HEERE)
RkEsEE

(1 —F—+F A1 NHERE)

FHEES

FFRELE(EE)

(1 —F—+F N NHHERZE)
BRACE S 4

(1 —F—+F AT HEZE)
Bkt

(1 —F—+FNH A NAHEREZE)
RESEHIR

(1 —F—+F N NHHERZE)
SRIESEE (L/E)

(1 —F—+F A1 HERE)
MBS

(1 —F—+FNH N HEERE)
REX L

(1 —F—+FNH N HEERE)
RkEEE

(1 —F—+F AT NHERE)




NOMINATION COMMITTEE

Mr. Chen Chengaqing (Chairman)

(appointed with effect from 16 June 2017)
Mr. Tu Fangkui

(appointed with effect from 16 June 2017)
Mr. Wang Zihao

(appointed with effect from 16 June 2017)
Professor Zhang Rongging

(appointed with effect from 16 June 2017)
Mr. Lin Ouwen (Chairman)

(retired with effect from 16 June 2017)
Mr. Zhang Jie

(retired with effect from 16 June 2017)
Mr. Zhang Xuewen

(retired with effect from 16 June 2017)
Mr. Wu Chenghan

(retired with effect from 16 June 2017)

AUDITOR

Crowe Horwath (HK) CPA Limited
Certified Public Accountants

SOLICITOR

Gallant

PRINCIPAL BANKER

Bank of China (Hong Kong) Limited
Bank of Communications Co., Ltd.

REGISTERED OFFICE

Grand Pavilion,
Hibiscus Way,

802 West Bay Road,
P.O. Box 31119,
KY1-1205,

Cayman Islands

Corporate Information @
ARER

REZES

BRAKEE ST (/%)

(1 —F—+F A+ NAEEESE)
Bk E

(B =F—+FNA+NAEEZE)
FFxEE

(1 =F—+tF A+ NAEESZE)
RBEHR

(1 —F—+FF+NAEEEE)
MBI A ()

(= F—+14FE75 F N HEERE)
REERAE

(EQ’—T fﬁ/\ﬁ‘/‘/\lgﬁ /i:)
RE AL

(1 =F—+F A+ NAEERE)
SERBEE

(I —B—+14FE7 F N HEERE)

EED

HEEE (B8 S
HESI D

STRN S ER AR

2Em
Al AR AR B = 5 PIT
FEERRT

RERTT (BFE) ERAT
IRIRITI AR A A

AR ER

Grand Pavilion,
Hibiscus Way,

802 West Bay Road,
P.O. Box 31119,
KY1-1205,

Cayman Islands




Corporate Information

AFEEHR

PLACE OF BUSINESS IN HONG KONG

Unit 1309, 13/F, West Tower
Shun Tak Centre

Sheung Wan

Hong Kong

SHARE REGISTRARS AND TRANSFER
OFFICES

Principal share registrar and transfer office

Royal Bank of Canada Trust Company
(Cayman) Limited

4th Floor, Royal Bank House

24 Shedden Road, Geroge Town

Grand Cayman KY1-1110

Cayman Islands

Hong Kong branch share registrar and transfer
office

Computershare Hong Kong Investor Services
Limited

Shops 1712-1716, 17th Floor

Hopewell Centre

183 Queen’s Road East

Wanchai, Hong Kong

STOCK CODE
1889

WEBSITE

www.wuyi-pharma.com

BRERME

BB LR
{EfEp LR
131 1309 =

RBFERE

R17#8/5EFAERE

Royal Bank of Canada Trust Company
(Cayman) Limited

4th Floor, Royal Bank House

24 Shedden Road, George Town

Grand Cayman KY1-1110

Cayman Islands

R EP B REE SN
EATREFBRERAA
BT

S/EAEE 1835

AMABNT71E
1712-1716 5748

iegviRaeid
1889
At

www.wuyi-pharma.com




Condensed Consolidated Statement of Profit or Loss and Other Comprehensive Income @
BRGEREREM2EIER

For the six-month period ended 30 June 2017 #HZE=Z—+4 /5 A=+ H 1t/ E A £

Revenue
Cost of sales

Gross (loss)/profit

Other revenue and net
(loss)/income

Distribution costs

Administrative expenses

Finance costs

Impairment loss on land use rights

Impairment loss on property,
plant and equipment

Impairment loss on goodwill

Written off of property, plant
and equipment

Share of results of an associate

Loss before tax
Income tax

Loss for the period attributable to
owners of the Company
Other comprehensive loss
for the period
Items that may be reclassified
subsequently to profit or loss:
Exchange differences on
translation of financial
statements of foreign operations

Total comprehensive loss for
the period attributable to
owners of the Company

Loss per share
- Basic and diluted

The notes on pages 11 to 34 form part of this
interim report. Details of dividend payable to
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owners of the Company are set out in note 8.

Six months ended 30 June
HEAB=1THILAEA

2017 2016

—E—+E —T—RF

Note RMB’000 RMB’000
B ARBT T ARETT
(Unaudited) (Unaudited)

(REER) (REER)

4 38,000 171,496
(63,233) (145,626)

(25,233) 25,870

(2,399) 1,092

(2,776) (9,146)

(13,192) (25,424)

5a) (3,073) (899)
50) (14,213) (12,786)
5¢) (348,787) (186,454)
(83,670) =

(69) -

5 (493,412) (207,747)
6 (85) 48,643
(493,497) (159,104)

(252) =

(493,749) (159,104)

8 RMB(21.7) cents RMB(8.5) cents

AR#(21.7) 2

AR¥(8.5)%
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Condensed Consolidated Statement of Financial Position

ARG E BRI R

As at 30 June 2017 R=Z—+F,"A=+H
30 June 31 December
~A=+H +=—HA=+—H
2017 2016
—E—+tEF —T—RF
Note RMB’000 RMB’000
B 5T AR®ET T ARETIT
(Unaudited) (Audited)
(REERZ) (& ®iz)
Non-current assets FRBEE
Property, plant and equipment Y -~ BB N 525,906 750,373
Land use rights T R 21,430 36,137
Goodwill Bk 23,385 107,055
Other intangible assets Hih\mpEE 3,519 3,918
Deferred tax assets FEERIBE E 169,736 169,736
Finance lease receivables FE W E A EFIR 45,512 =
Interests in an associate REEE RN E) S 4,795 4,795
794,283 1,072,014
Current assets RBEE
Inventories "B 15,132 14,133
Trade and other receivables EoRUEER 11 122,613 112,280
H fth fE W R E
Tax recoverable AT U B £ I8 336 336
Finance lease receivables FEN b B A EFRIE 21,815 -
Financial assets at fair value BATEFAERE
through profit or loss ZEeRMEE = 41,977
Cash and cash equivalents BekIREZEEY 12 89,758 147,547
249,654 316,273
Current liabilities nEEE
Trade and other payables EoEMNFEE 13 14,681 49,546
H b 308
Secured bank loans BHEMRITER 14 240,100 85,600
Current taxation & IE 1,073 988

255,854 136,134




Condensed Consolidated Statement of Financial Position @
B4R S B BUR R & .

As at 30 June 2017 R=Z—+F/A=1+H

30 June 31 December
AA=+H +=—A=+—H

2017 2016
—ZE—+tF —T—RF
Note RMB’000 RMB’000
B aE AR®ET T ARETIT
(Unaudited) (Audited)
(RECEZ) (&%)
Non-current liabilities FRBEE
Deposit received BliES 6,950 =
Deferred tax liabilities EERIEBE 13,736 13,736
20,686 13,736
Net assets FEE 767,397 1,238,417
Equity EARKR S
Share capital &N 15 22,473 21,762
Reserves (=17 744,924 1,216,655
Total equity attributable to AATHEEA
owners of the Company FE{h AR 767,397 1,238,417

The notes on pages 11 to 34 form part of this 5 11 Z= 34 BRI R RS BRE 2 — 20 -
interim report.




Condensed Consolidated Statement of Changes in Equity

ARG SEES B X

For the six-month period ended 30 June 2017 #ZE=F—+F;5xA =1 B 1E75E A HRE

At Janvary 2016 (audited)  R=F-~E-A-A
(E27)

Loss and total comprehensive  SMEER2ALER
loss for the period

AL30 June 2016 (inaucited)  R=F-~EAAZTA
(ra2h)

AT January 2017 (audited)  R-E—+E-F-R
(E26)
Loss for the period EnER
Otter comprefensiveloss ~ BRELZEEE
for the period

Tota comprehensiveloss ~~ SNAMEEE
for the period
Shares ssued upon fiieiehiek

eerciseof sharsoptons  BE{RG

At30 Jung 2017 (inaudted)  R=E-+EFAA=TR
(REER)

Attributable to owners of the Company

The notes on pages 11 to 34 form part of this

interim report.

Wuyi International Pharmaceutical Company Limited e Interim Report 2017

KARERARE
Share Statutory Non-
Share Share opfion ~~ Special Capital ~ surplus ~ dlistributable ~ Translation  Retained
capfel  premm  resene  reseve  rfesene  reSene fesene resenve profts Total
BhE #E o}

B RitaE BE GRBE EAHE BRRE AREE  ERRE REM it
RVB'000  RMB'OOD  RMB'OO0  RMBOO0  RMB'OO0  RMB'OO0  RMBOO0  RMB'0O0  RMB'O00  RMB'000
ARETR ARMTR ARETR ARMTR ARMTR ARETR ARMTR ARETR ARETR ARMTR

18527 980979 - (14106 53000 262004 28732 - 331300 1545465

- - - - - - - - (159104 (159,104

18527 980979 - (14106 53000 262004 28732 - A5 1,386,361
21,762 1,047,038 19916 (1241060 53000 264197 2,752 - (67140 1288417

- - = = - = = - (e eden)

= - = = = = = (259 - 25)

_ - - - - = = (25 (493497)  (493749)

Ll 31,976 (9,958) - - - - - - 2,129
2473 1,079,014 9958  (124106) 53000 264197 2,752 (252 (560,630 767,397

£ 11 34 BRFRER AR EHRER L —H5 -
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Condensed Consolidated Statement of Cash Flows @
BHGEEESRER

For the six-month period ended 30 June 2017 #Z —F—+ 4=+ H IL/3E A HifE

Six months ended 30 June
BEAA=THLA~ER

2017 2016
—tfF —E—RF
RMB’000 RMB’000
ARETR AREFT
(Unaudited) (Unaudited)
(REER) (K&
Operating activities REED
Loss before tax B RIER (493,412) (207,747)
Adjustments for: AT EIARE
Interest income VN (179) (1,053)
Finance costs REMAK 3,073 899
Depreciation of property, 0% BER
plant and equipment RfE0TE 38,616 38,182
Amortisation of land use rights T AR 494 637
Amortisation of other intangible assets Hiv @R EEm#H 399 =
Impairment loss of land use rights T AENRESE 14,213 12,786
Impairment loss of property, I ER S
plant and equipment REBE 348,787 186,454
Impairment loss of goodwill HERREEE 83,670 =
Written off on property, plant 0% - BE RS EME
and equipment 69 -
Loss on disposal of financial asset at HERATEHABRZ
fair value through profit or loss ﬁﬁﬂ!ﬁﬁﬁﬁﬁ 2,157 =
Foreign exchange loss INEHBER 1,357 =
(756) 30,158
Changes in working capital EEELEH
Increase in inventories BEEM (999) (11,267)
(Increase)/decrease in trade and B S ENGRIEREA
other receivables FEMUERIE (38 00), /R (10,514) 76,878
Increase in finance lease receivables R E R EFE N (67,327) =
Decrease in trade and other payables BHEATIRRAM
FERFIBRSD (34,865) (40,243)
Increase in deposit received Btz S 1Em 6,950 -
Cash (used in)/generated from operations &% %8 (i) /ELMNEE (107,511) 55,526
Income tax paid - The People’s BRMGEH-REAR
Republic of China (the “PRC”) B ([ R ) - (4,394)
Net cash (used in)/generated from BEEH(FA)/EEN
operating activities BEeFHE (107,511) 51,132




Condensed Consolidated Statement of Cash Flows

ERGRERERER

For the six-month period ended 30 June 2017 #HZ=

Investing activities
Interest received
Payment for the purchase of
property, plant and equipment
Proceeds from disposal of financial asset
at fair value through profit or loss

Net cash (used in)/generated from
investing activities

Financing activities
Interest paid
New bank loan raised
Proceeds from exercise of share options

Net cash generated from/(used in)
financing activities

Net (decrease)/increase in cash and cash
equivalents

Cash and cash equivalents at 1 January

Effect of foreign exchange rate changes
Cash and cash equivalents at 30 June
Analysis of the balances of cash and

cash equivalents
Bank balances and cash

The notes on pages 11 to 34 form part of this

interim report.
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RAEEEN

RERkREE
ENEBIA
RTEARAE

Six months ended 30 June
BEAA=THLA~ER

2017 2016

e R
RMB’000 RMB’000
ARETT ARBTT
(Unaudited) (Unaudited)
(REEER) (REER)
179 1,063
(163,005) (58)
39,409 -
(123,417) 995
(3,073) (899)
154,500 -
22,729 -
174,156 (899)
(56,772) 51,228
147,547 555,247
(1,017) =
89,758 606,475
89,758 606,475

FE 11 34 AMM B AT Bk —#5 -




Notes to the Unaudited Interim Financial Statements £/@\

AEFZT M B RRME &

For the six-month period ended 30 June 2017 #Z =T —tF75 A=+ H 1L/ A A BifE

GENERAL INFORMATION AND
BASIS OF PREPARATION

Wuyi International Pharmaceutical
Company Limited (the “Company”)
was incorporated and registered as an
exempted company with limited liability
under the Companies Law, Cap.22 (Law
3 of 1961, as consolidated and revised)
of the Cayman Islands and acts as an
investment holding company. Its shares
are listed on the Main Board of The Stock
Exchange of Hong Kong Limited (the
“Stock Exchange”) on 1 February 2007.
The addresses of the registered office
and principal place of business of the
Company are Grand Pavilion, Hibiscus
Way, 802 West Bay Road, P.O. Box
31119, KY1-1205, Cayman Islands and
Unit 1309, 13/F., West Tower, Shun
Tak Centre, Sheung Wan, Hong Kong
respectively. The principal activities
of its principal subsidiaries are the
development, manufacturing, marketing
and sales of pharmaceutical products,
sales of pharmaceutical related software,
provision of consultancy services, trading
of electronic components and provision
of finance leasing services.

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

The unaudited interim condensed
consolidated financial statements for the
six months ended 30 June 2017 have
been prepared in accordance with the
applicable disclosure provision of the
Rules Governing the Listing of Securities
on The Stock Exchange of Hong Kong
Limited (the “Listing Rules”) and in
compliance with Hong Kong Accounting
Standard (“HKAS”) 34 “Interim Financial
Reporting” issued by the Hong Kong
Institute of Certified Public Accountants
(“HKICPA”).

The interim financial report has been
prepared in accordance with the same
accounting policies adopted in the 2016
annual financial statements, except for
the changes in accounting policies that
are expected to be reflected in the 2017
annual financial statements. Details of
these changes in accounting policies are
set out in note 2 below.

The interim condensed consolidated
financial statements are unaudited,
do 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.

Notes to the Unaudited Interim Financial Statements
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Notes to the Unaudited Interim Financial Statements £/@\
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For the six-month period ended 30 June 2017 HZE—% FRA=THIEERHRE

GENERAL INFORMATION
AND BASIS OF PREPARATION
(CONTINUED)

The preparation of an interim financial
report in conformity with HKAS
34 requires management to make
judgements, estimates and assumptions
that affect the application of policies and
reported amounts of assets and liabilities,
income and expenses on a year to date
basis. Actual results may differ from these
estimates.

This interim financial report contains
condensed consolidated financial
statements and selected explanatory
notes. The notes include an explanation
of events and transactions that are
significant to an understanding of
the changes in financial position and
performance of the Group since the
2016 annual financial statements. The
condensed consolidated interim financial
statements and notes thereon do not
include all of the information required for
full set of financial statements prepared
in accordance with Hong Kong Financial
Reporting Standards (“HKFRSs”).

The financial information relating to the
financial year ended 31 December 2016
that is included in the interim financial
report as comparative information does
not constitute the Company’s statutory
annual consolidated financial statements
for that financial year but is derived from
those financial statements. The statutory
financial statements for the year ended
31 December 2016 are available from the
Company’s registered office. The auditor
has expressed an unqualified opinion on
those financial statements in their report
dated 13 April 2017.
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CHANGES IN ACCOUNTING
POLICIES

The HKICPA has issued a number of
amendments to HKFRSs that are first
effective for the current accounting
period of the Group.

Amendments to HKAS 7
BAGFERE 7 HRSET A

Amendments to HKAS 12
BB ERE 12 RAERT A

Amendments to HKFRSs
FENHEEE

None of these amendments have had a
material effect on how the Group’s results
and financial position for the current or
prior periods have been prepared or
presented. The Group has not applied
any new standard or interpretation
that is not yet effective for the current
accounting period.

Notes to the Unaudited Interim Financial Statements
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For the six-month period ended 30 June 2017 #HZE=-Z—t%F ;5 A=+

H 1751 A A

2. EHBEZED

RGN ASERGEIREEYHRE
HRMERTA - ZEEFTABAREAE
AR ERAERR -

Disclosure Initiative

FERE

Recognition of Deferred Tax Assets for
Unrealised Losses
AR E B 1B R L B E B

Annual Improvements to HKFRSs 2014-2016
Cycle
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Notes to the Unaudited Interim Financial Statements £/@\
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For the six-month period ended 30 June 2017 HZE—% FRA=THIEERHRE

SEGMENT INFORMATION

The Group manages its businesses
by divisions, which are organised by
business lines. In a manner consistent
with the way in which information is
reported internally to the Board (the
chief operating decision maker) for the
purposes of resources allocation and
performance assessment, the Group has
presented the following three reportable
segments. No operating segments have
been aggregated to form the following
reportable segments.

(@) Pharmaceutical products:
development, manufacturing,
marketing and sales of
pharmaceutical products, sales of
pharmaceutical related software
and provision of consultancy
services;

(b) Finance leasing: provision of
finance leasing services; and

(c) Other general trading: trading of
goods other than pharmaceutical
products.

As an effort to diversify the business of
the Group, the Group has commenced
the business of finance leasing and other
general trading during the six months
ended 30 June 2017 and thus the results
of these two new segments are included
in the segment reporting.

7 EER
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Notes to the Unaudited Interim Financial Statements

REERDPTBERRME

For the six-month period ended 30 June 2017 EZE=Z —+t 45 A=+ H It/ E A HfE

3. SEGMENT INFORMATION
(CONTINUED)

Information regarding the Group’s
reportable segments as provided to the
Board for the purposes of resources
allocation and assessment of segment
performance for the six months ended 30
June 2017 and 2016 is set out below:

Reportable segment revenue  RESMNPEF 2

from external customers BES:GEe
Reportable segment AE2HHH
profit/(loss) i/ (B8)

Reportable segment revenue  RESMNFEF 2
from external customers BEE e

{7 HER

Reportable segment loss

7EER (&)

RETESFSUETEROERYBE—
Tt FR T -RERNA=THLERE
AZ D RIVEITRHE 2 AR B 2 T 28]
DEEREIIT

Six months ended 30 June 2017 (unaudited)

BEZR-tERA=THILAER (REER)

Other

Pharmaceutical Finance general
products leasing trading Total

e Hity
BEER HER® —-RES B

RMB’000  RMB’000  RMB'000  RMB’000
ARETT ARBETR ARBTT ARETRH

19,123 1,125 17,752 38,000

(487,680) 412 844 (486,424)

Six months ended 30 June 2016 (unaudited) (re-presented)
HE-T-"E/A=TRIEAER GRESER) (E5)

Other

Pharmaceutical Finance general
products leasing trading Total

g Hity
BEERD THE RS —RES o]

RVB'O00  RMB'000  RMB'000  RMB'000
ARETT  ARRTE ARETT ARETE

171,496 NA(TER) NA(TEA) 171,496

(204,347) N/A(TEA) NA(REA) (204,347)




Notes to the Unaudited Interim Financial Statements

For the six-month period ended 30 June 2017 BE=—Z—+t&F/XA=1THIEN

SEGMENT INFORMATION
(CONTINUED)

There are no inter-segment sales for the
six-month period ended 30 June 2017.

The measure used for reporting segment
profit/(loss) is earnings and loss of each
segment without allocation of other
income, central administration costs and

FER SRR O

SEEH
7EER (&)
BE-Z—+FA=THIERER &K
B E ) FREHE -
2HHEET,(BIR) ZFEINERES

MERDEEAMBA - HRITEAZ RE
FEITHER T 2 BF REE

other operating expenses.

Reconciliation of reportable segment G

profit or loss:

Total reportable segment loss
derived from the Group’s
external customers

Unallocated head office and
corporate other revenue
and net (loss)/income

Unallocated head office
and corporate expenses
— Staff costs (including

directors’ emoluments)
— Written off of property,
plant and equipment
— Others

Consolidated loss before
tax

kD &P

FEIRRE AR -

Six months ended
30 June
BEAA=THILAEAR

2017 2016
—E—+F —E—RF
RMB’000 RMB’000
AR®ETT ARETTT
(Unaudited) (Unaudited)
(REEER) (REEZ)
Aiigﬁ\\ﬁligﬁ’rﬁf
ZT /\_4
%Taﬁ%%ﬁ (486,424) (204,347)
ROMBHEER KX AR
H A &SN RF
(&18), WA (2,857) 31
ROMBIHER
BARMAX
—BIpA (B
EEHE) (1,643) (1,935)
— % - REREE
6! (69) =
—HAth (2,419) (1,496)
RETATEE
(493,412) (207,747)
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REBZPHPMBRRME

For the six-month period ended 30 June 2017 #ZE =2 —+%;5xA =1 B 1E75E A HifE

3. SEGMENT INFORMATION 3. EERGE)
(CONTINUED)

The following table presents segment TRENAEBEED TN —Z—LF N
assets and segment liabilities of the A=+RAE=ZT—R"F+=ZA=+—HZ
Group’s operating segments as at 30 PEEERDIEME :

June 2017 and 31 December 2016:

At 30 June 2017 (unaudited)
R=ZE—tFxA=1H(REER)

Pharmaceutical Finance Other general
products leasing trading Total
BEER RENRERE HEt-RE3 Eor ]

RMB’000 RMB’000 RMB’000 RMB’000
ARBTR AREBTR ARETR AR%T:R

Reportable segment assets AERDBEE 942,322 79,616 19,320 1,041,258

Reportable segment liabilties ~ AI2 /D HEE 268,128 7,152 - 275,280

At 31 December 2016 (audited) (re-presented)
RZZ-—R"E+ZA=1T—H(EE%R)(E5)

Pharmaceutical Finance Other general
products leasing trading Total
BEEm MEMERY EM-—RESH e

RVB'O00  RMB'000 ~ RMB'000  RMB'000
ARETL ARETE ARETL ARETE

Reportable segment assets ~ A] 2H/DEEE 1,306,318 N/A(FEA) NA(TERE) 1,306,318

Reportable segment liabilities 2] 2D H& & 147,179 NA(TER) NATER) 147179

Wuyi International Pharmaceutical Company Limited e Interim Report 2017
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AEFZT M B RRME @

For the six-month period ended 30 June 2017 #HZE=Z—+4 /5 A=+ H 1t/ E A £

REVENUE

The principal activities of the Group
are the development, manufacturing,
marketing and sales of pharmaceutical
products, sales of pharmaceutical related
software, provision of consultancy
services, trading of electronic
components and provision of finance
leasing services.

The amount of each significant category
of revenue is as follows:

Sales of pharmaceutical products 5% %

Trading of electronic components  BF L& 5
Provision of consultancy services T2t BRI RS
Finance leasing interest income ~ EAEHEF SWA

Wzs

AEENETEXBAERMAE E - H
SR RHE - SHEREREBEM - Bf
BERY  EFTHEZRBERER
7% o

ERBAZ BBEERAIT

Six months ended 30 June
BEAA=THLEKER

2017 2016
“E—t5F —T—RE
RMB’000 RMB’000

ARETTT AREF T
(Unaudited)  (Unaudited)
(REBHER) (REEEZ)

15,159 171,496
17,752 =
3,964 =
1,125 =

38,000 171,496
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REERDPTBERRME

For the six-month period ended 30 June 2017 #ZE

LOSS BEFORE TAX

Loss before tax is arrived at after

charging/(crediting) the following:

a)

b)

c)

Finance costs a)
Interest on bank borrowing

Staff costs b)
Directors’ and chief executive
officer's emoluments
Other staff costs
- Contributions to defined contribution
retirement benefits scheme
- Salaries, wages and other benefits

Total staff costs **

Other items c)
Depreciation of property,
plant and equipment **
Amortisation of land use rights
Amortisation of other intangible assets
Exchange loss/(gain), net
Impairment loss on property,
plant and equipment
Impairment loss on land use rights
Impairment loss on goodwill
Operating lease payments in
respect of rented premises
Research and development costs*
Cost of inventories®
Bank interest income
Written off of property, plant and equipment
Loss on disposal of financial asset at
fair value through profit or loss

T—tFRA=TRILEAEABRE

5. RREAIEE

BBATEEDS M (FEA) THIER

Six months ended 30 June
HEAA=THLEAER

2017 2016
“E-tf 3%
RMB’000 RMB'000
ARETT ARETTT
(Unaudited) (Unaudited)
(REER) (REER)
BERA
RIBEFE 3,073 899
EIRA
ESRNBERHE
788 1,574
EfE TRA
~EBEFRER
BE5 1,074 2,064
~T%  HERLMERN 5,272 14,050
BIMAGE 7,134 17,688
HitER
0% BEREERE
38,616 38,182
TiERERE 494 637
Hi R EEES 399 =
BRER/ (W) 38 743 (12)
ER TS
REER 348,787 186,454
TERENRERR 14,213 12,786
BEREFE 83,670 =
B EST:)
mERNAS 746 505
e 1,097 2,408
FERA 62,940 145,626
FAMEHA (179) (1,083)
nE - BERXERS 69 =
HERATEFABRZ
CREEFE 2,157 -
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For the six-month period ended 30 June 2017 #HZE=Z—+4 /5 A=+ H 1t/ E A £

LOSS BEFORE TAX (CONTINUED) 5. &BiaIEE (&)

g Cost of inventories includes RMB36,694,000 # FEXRABFEE THRARTESBNAR
(six-month period ended 30 June 2016: ¥ 36,964,000 T(HE-_ZT—NFENA=T
RMB35,678,000) relating to staff costs and B/~ 18 A HIfE : AR 35,678,0007T) *
depreciation, the amount of which is also ZEENPEER EXEBRENSEERR
included in the respective total amounts £ -
disclosed separately above.

* Research and development costs includes * MEKABIERE TRARFTEEENDAR
RMB1,049,000 (six-month period ended #1,049,000C (HE-Z—ARFA=+
30 June 2016: RMB2,338,000) relating to H /<18 A HARS © AR 2,338,0007T) * 7%
staff costs and depreciation, the amount SHENBEREXEBRRNSEERRS
of which is also included in the respective o
total amounts disclosed separately above.

INCOME TAX 6. FEF

Six months ended
30 June
BEAA=THLAEAR
2017 2016
—T—tF ZE—XF
RMB’000 RMB’000
ARET T AREEFIT
(Unaudited) (Unaudited)
(REBER) (REEHEZ)
Current tax & HATIE
- PRC Enterprise Income — B ERMER
Tax (“PRC EIT”) 85 1,159
- Hong Kong Profits Tax —EBREN - =
Deferred taxation IERERLIE - (49,802)
85 (48,643)




6.

Notes to the Unaudited Interim Financial Statements

A
& sumnsmnsnzm

For the six-month period ended 30 June 2017 HE—F—+%;5A

INCOME TAX (CONTINUED)

a)

In accordance with the relevant
laws and regulations in the PRC,
one of the PRC subsidiaries of
the Group, Fujian Liumai Medical
Services Co., Ltd. (“Fujian Liumai”)
is exempted from PRC EIT for two
years ended 31 December 2016
and 2017, followed by a 50%
reduction for the next three years
ended 31 December 2018 to 31
December 2020.

Also, another subsidiary, Union
Development Financial Leasing
(Shenzhen) Company Limited, met
the criteria to apply for preferential
income tax rate granted to small-
sized and low profit-making
enterprises in the PRC. The taxable
income amount shall be computed
based on 50% of its income and
subject to PRC EIT based on 20%
tax rate for the three years ended
31 December 2017 to 2019.

For other PRC subsidiaries of the
Group, PRC EIT is calculated at
25% (2016: 25%) in accordance
with the relevant laws and
regulations in the PRC.

The provision for Hong Kong
Profits Tax for 2017 is calculated
at 16.5% of estimated assessable
profits for the period.

H 175 {E A B

6.

Fris®i (%)

a)

BRIEFBAERERRER  AEE
MEH—HBRANBAR - |EN
MEERESERAR ZHEEHE
—E-RERZFT—tF+=HA
=t+—HIMEFECEMEHEE
GREE_F-NF+ZA=+—
Az-_Z2-_FF+-_A=+—H1t
KRR =EFE D ZEFBBR &
KBS ESE o

TEZ—FEWNBAR  HMEEER
BERECORN) ERARFEREAAT
TE/ NV £ 3 A 1 = 8 TR IS R
BR - HE_ZT—LtFE-_T—H
F+-A=t—BI=EFELE
FTS R 5 20% 1M JE R B Al A H
WA Z50%:TE o

MAEBMEMEARBARMS
B 7 EEFTIS B TR IR R B AR R
AR 25% (ZF—7 4 : 25%)
FTE -

EBNNERIEEBEE Z(AER
FUHAIA 16.5% B REHE -
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For the six-month period ended 30 June 2017 #Z =T —+ 475 A =+ H 17~ {E A BifE

DIVIDENDS

The directors of the Company do not
recommend the payment of an interim
dividend for the six-month period ended
30 June 2017 (six-month period ended
30 June 2016: Nil).

LOSS PER SHARE

a) Basic loss per share

The calculation of basic loss per
share is based on the loss for the
period attributable to owners of
the Company of approximately
RMB493,497,000 (six-month
period ended 30 June 2016:
RMB159,104,000) and the weighted
average of 2,273,534,931 ordinary
shares (six-month period ended 30
June 2016: 1,880,772,500 ordinary
shares) in issue during the period.

b) Diluted loss per share

For the six-month period ended
30 June 2017, no adjustment has
been made to the basic loss per
share amount presented as the
impact of the share options had
an anti-dilutive effect on the basic
loss per share amount presented.
Therefore, the calculation of
diluted loss per share is based on
the loss for the period attributable
to owners of the Company
of RMB493,497,000 and the
weighted average number of
2,273,534,931 ordinary shares in
issue during the period.

)=\

i

XA

AARER(EEDBATREHE"ZT
—EFNA=1H LN E A BE A T
B(ZT—RFRAH : #) -

BREE
a) BSREXREE

FRREAEIBTIREHAARNRA A%
B AFEEEIE X A R ¥ 493,497,000
T(ZZE—ARERBE: HARKE
159,104,0007C ) LA & E % 17 hn 4
F1452,273,634,931 R L @B (= F
—NERE : 1,880,772,500 A% 3
BR)EHE -

b) ESREEERE

BE_Z—+tFA=1+HLRE
BHIR - ARBEREYESRELRE
BIESEAGRBESE QI
REEREAEEBYESEELA
o At BEREABFHEIEHE
BHAARRBEA AELEBAR
#5493,497,0007C A & B B THEF S
2,273,534,931 B @mARE & o
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8.

For the six-month period ended 30 June 2017 #HZ=

LOSS PER SHARE (CONTINUED)
b) Diluted loss per share (continued)

For the six-month period ended
30 June 2016, diluted loss per
share equals basic loss per share
as there is no dilutive potential
ordinary shares outstanding.

IMPAIRMENT OF PROPERTY,
PLANT AND EQUIPMENT AND
LAND USE RIGHTS

During the six-month period ended 30
June 2017, as a result of the drop in
sales demand, suspension of production
due to the delay in obtaining new
GMP certification and the continuously
deepening of the pharmaceutical
system reform in China, the Group has
experienced significant drop in turnover
and resulted in gross loss during the
period. The management of the Group
therefore performed an impairment
review of the recoverable amount related
to the Group’s production facilities of
the factory located in Haixi Commercial
Trading Development Zone in Jianyang
City, Fujian Province, the PRC. For the
purposes of impairment testing, property,
plant and equipment and land use
rights located at the above production
facilities had been allocated to one cash-
generating unit (“CGU”).

8.
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T—tFRA=TRIEAEABRE

BERBAEE (B)
b) SREEHREGE

BE_ZT-R"ERNA=TBLLRE
HEME - gAY EE HITEEE
TEE  REREEEEENER
EAREE -

W RERRER AR
e

BE-Z—tHFRNA=THLKRER  &H
REEFKTHR  REREEEEETER
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RASEX P B IRRM T &

For the six-month period ended 30 June 2017 #HZE—Z—t%F,;x A=+ H 175 @ A 8

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

The recoverable amount of the relevant
CGU was determined on the basis of
value-in-use calculations which was
higher than its fair value less costs of
disposal. Value-in-use calculations was
based on the discount rate of 13.5%
and cash flow projections prepared
from financial forecasts approved
by the management for the next five
years. The cash-generating unit cash
flows beyond the 5-year period were
extrapolated using a growth rate of 3%.
Other key assumptions for the value-in-
use calculation related to the estimation
of cash inflows/outflows which included
budgeted sales and expected gross
margins during the budget period and
the same material price inflation during
the budget period which had been
determined based on past performance
and management’s expectations for the
market development.

During the six-month period ended
30 June 2017, impairment losses of
RMB348,787,000 and RMB14,213,000
have been recognised in property, plant
and equipment and land use rights
respectively.

IMPAIRMENT OF GOODWILL

The carrying amount of goodwill was
allocated to a CGU relating to sales of
pharmaceutical related software and
provision of consultancy services.

During the six-month period ended
30 June 2017, as a result of the drop
in sales demand, the CGU containing
goodwill has experienced significant
drop in turnover during the period. The
management of the Group therefore
performed an impairment review of the
recoverable amount of the relevant CGU.

10.
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REERDPTBERRME

For the six-month period ended 30 June 2017 #ZE

10.

11.

IMPAIRMENT OF GOODWILL
(CONTINUED)

The recoverable amount is determined
based on value-in-use calculation. This
calculation is made with the use of
discounted cash flow model based on
the discount rate of 12.5% and financial
budget approved by management
covering a 5-year period. Cash flow
beyond the 5-year period is extrapolated
using a growth rate of 3%.

Other key assumptions included
estimated gross margin, applicable
corporate income tax rate and capital
expenditure. Management determines
estimated gross margin based on past
performance and its expectation of
market development.

TRADE AND OTHER RECEIVABLES

Trade receivables

Bills receivables

Other receivables

Amount due from an associate

KRR

Loan and receivables
Prepayments and deposits

10.

11.

B 2R

H AW IA
JE e 1N B BROR

EREEWFR
BNRBERES

T—tFRA=TRIEAEABRE

B8 ZRE (&)

AR @ e IAE AEEFEEEE © ik
AENERANBERFHTESEIREL
2T BIREDTRATAES12.6% R/E
ENFRREREENEL - BBAFH
ZRERMETIRAS%EREMHE -

R EEBROBEHENE  EROL
LHARERAARS - EREENBE
RAREHNTSRROEREEEHE
Ak -

85 R Kk H B E

30 June 31 December
AA=+H +=ZA=+—H
2017 2016
—E—tF —E—REF
RMB’000 RMB’000
ARET T AREFT
(Unaudited) (Audited)
(REER) (&%)
20,424 3,414

14 =
11,184 18,713
89,915 89,915
121,537 112,042
1,076 238
122,613 112,280
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For the six-month period ended 30 June 2017 HE—=Z—

TRADE AND OTHER RECEIVABLES
(CONTINUED)

The Group normally grants credit terms of
60-90 days (31 December 2016: 60 days)
to its customers. The ageing analysis of
trade receivables, presented based on
the invoice date and net of allowance for
doubtful debts, is as follows:

0 to 30 days 0Z30H

31 to 60 days 31260H
61 to 90 days 61 %90 H
Over 90 days B0 H

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

As at the end of the reporting period, the

ageing analysis of bills receivables based
on the bills issued date is as follows:

0-30 days

0%£30H

11.

AEFZ T M B RRME @

EHERNA =+ H N EAERE

B 5 B K H AR E ()

AEBE—REERFKRTF60-90K (HE=
T—XFE+-A=+—HLEFE :60X)
FEH - B ZE AT WAHBRRER
BENE FEWFIBMERESITIT

30 June 31 December

~AB=tH +=ZA=+—H

2017 2016

—tF —T—RF

RMB’000 RMB’000

ARET T AREFIT

(Unaudited) (Audited)

(REHER) (&%)

10,837 1,648

2,792 1,766

4,878 -

1,917 -

20,424 3,414
EEEZREREIERBARENEEE
% N 5R 5 8 B TN AR E R E 5 B IR

FRMT B REL NS BT BR -
KE B R R AR A ARG

M|ELR - BB A 270 REER

BHRESTAT -
30 June 31 December
AA=+H +t=ZA=+—H
2017 2016
—E—+F —E—RE
RMB’000 RMB’000
ARET T ARETT
(Unaudited) (Audited)
(REHER) (&%)
14 -
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For the six-month period ended 30 June 2017 BZE=Z —+t 45 A=+ H It/ E A HfE

12. CASH AND CASH EQUIVALENTS 12. RERBFELEEY

30 June 31 December
AB=+H +=ZA=+—~H

2017 2016
—E—+tHF ZE—RF
RMB’000 RMB’000
ARET T AREFIT
(Unaudited) (Audited)
(REBHER) (fe81%)
Bank balances and cash RITEBRE S 89,758 55,542
Cash held under trust arrangement BEEEZHFENE L - 53,000
Cash held by financial institution £ REIEEZEHRS - 39,005
89,758 147,547
13. TRADE AND OTHER PAYABLES 13. EZENREMENTIE

30 June 31 December
AA=+H +=ZA=+—A~

2017 2016

—E—tF —E—RE

RMB’000 RMB’000

ARBTT ARETT

(Unaudited) (Audited)

(REERZ) (&%)

Trade payables Z S EMNTIE 1,592 22

1,592 22

Payroll and welfare payables e EI BN & RABH 1,193 893

Accrued charges fEstE R 1,382 2,693

Other payables Hfth FE TR 1,420 991
Financial liabilities measured RBERAGEzeREE

at amortised cost 5,587 4,599

Other PRC tax payables HibERERIE 9,095 304

Contingent consideration payable  [Eff s AR (E - 44,643

14,682 49,546
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For the six-month period ended 30 June 2017 #HZE=Z—+4/xA =+ H 1t/ E A £

TRADE AND OTHER PAYABLES 13. EBFSEMNREMEFTIE (E)
(CONTINUED)

The ageing analysis of trade payables LB B EIAEMAE 5 I FUE R BRER
presented based on the invoice date is as DT -
follows:

30 June 31 December
AB=+H +=ZA=+—~H

2017 2016
—E—t5F ZE—RF
RMB’000 RMB’000
AR¥T T AREFT
(Unaudited) (Audited)
(REBHER) (&%)
0 to 30 days 0Z30H 485 22
31 to 60 days 31£260H 379 -
61 to 90 days 61290 H 309 -
Over 90 days HBiE90 H 419 =
1,592 22
SECURED BANK LOANS 14. BEBRITER
The analysis of the carrying amount of AT ERHREEI AT

secured bank loans is as follows:

30 June 31 December
AA=+H +=ZA=+—H

2017 2016
—E—tF —T—REF

RMB’000 RMB’000

ARETT ARETFIT

(Unaudited) (Audited)

(REERZ) (f881%)

Secured bank loans BEBIBITER 240,100 85,600

BEXERAT o —E—LETBPRE

29
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For the six-month period ended 30 June 2017 HE—F—+t 4,3/

14.

SECURED BANK LOANS
(CONTINUED)

At 30 June 2017 and 31 December 2016,
interest-bearing bank loans are due for
repayment within 1 year and carried
at amortised cost. The amount due is
based on the scheduled repayment
date as stipulated in the respective loan
agreements.

At 30 June 2017, land use rights with
a net book value of approximately
RMB16,784,000 (31 December 2016:
RMB28,308,000) and property, plant
and equipment with a net book value
of approximately RMB86,728,000 (31
December 2016: RMB138,834,000) were
pledged to a bank as collateral against
the bank loans.

Also, the bank loans were secured by
personal guarantees from Mr. Lin Ou
Wen, Ms. Xue Mei, Mr. Lin Qing Xiang,
Mr. Lin Qing Liang, Mr. Xu Chao Hui
and Ms. Lin Xue Fang and corporate
gurantees from Fuzhou Hongyu Packing
Co., Limited (“Fuzhou Hongyu”). Mr. Lin
Ou Wen and Mr. Xu Chao Hui are the
key management personnel of principal
subsidiaries of the Group. Ms. Xue Mei
and Ms. Lin Xue Fang are the spouse
of Mr. Lin Ou Wen and Mr. Xu Chao Hui
respectively. Mr. Lin Qing Xiang and Mr.
Lin Qing Liang are the brothers of Mr. Lin
Ou Wen. Fuzhou Hongyu is controlled by
Mr. Lin Ou Wen.

The bank loans carries interest at fixed
rates ranging from 4.57% to 6.53% (31
December 2016: from 4.57% to 4.79%)
per annum and are repayable within 1
year. The security will be released upon
full settlement of the loans.
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Notes to the Unaudited Interim Financial Statements @

15. SHARE CAPITAL

Authorised:
Ordinary shares of
HK$0.01 each
At the beginning of
the period/year
Increase in authorised
share capital

At end of the period/year

Issued and fully paid:

Ordinary shares of
HK$0.01 each

At the beginning of
the period/year

Shares issued under
placement

Shares issued upon
exercise of share options
(note a)

At end of the period/year

For the six-month period ended 30 June 2017

HE
SREE00AT
NEER
R/

BINEERA

R/ ER

BRIRAR
SREE0NBT
ML ERR
/&R

REBRERTH
B

TRRBER
BEIRND
(M a)

R/ ER

HE-T

REEZDPTBEHRRME

—EFRA=HIEANEARRE

15. BRAS
30 June 31 December
~A=1H +-A=1+—-H
—E—+F “ENF
No. of No. of
shares shares
('000) HK$’000 ('000) HK$'000
RA#A (T) FEL RHEA(T) FAT
3,200,000 32,000 3,200,000 32,000
6,800,000 68,000 - -
10,000,000 100,000 3,200,000 32,000
2,256,773 22,568 1,880,773 18,808
- - 376,000 3,760
82,000 820 - -
2,338,773 23,388 2,256,773 22,568




Notes to the Unaudited Interim Financial Statements

 REERP R BRERME

For the six-month period ended 30 June 2017 #HZ=

15. SHARE CAPITAL (CONTINUED) 15.
Shown in the condensed fERRAR & BT I
consolidated statement R KR BN

of financial position

The owners of ordinary shares are
entitled to receive dividends as declared
from time to time and are entitled to one
vote per share at general meetings of
the Company. All ordinary shares rank
equally with regard to the Company’s
residual assets.

Note:

a) Shares issued upon exercise of share
options

During the period, share options
under the share option scheme were
exercised to subscribe for 82,000,000
ordinary shares of the Company at a
consideration of HK37,720,000 (equivalent
to approximately RMB32,687,000,
of which HK$820,000 (equivalent to
approximately RMB711,000) was
credited to the share capital and the
balance of HK$36,900,000 (equivalent
to approximately RMB31,976,000) was
credited to the share premium account).
An amount of HK$11,480,000 (equivalent
to approximately RMB9,958,000) was
transferred from share option reserve to the
share premium account in accordance with
the Group’s accounting policies.

T—+ERA=+AILAEANM

B (48)
30 June 31 December
AA=+H +=ZA=+—H
2017 2016
—E—t5F —ERF
RMB’000 RMB’000
ARBT T AREFT
(Unaudited) (Audited)
(REHER) (&%)
22,473 21,762

RS NG RBET R EIRIRE &
BRNARABERAEG EREMRE K
B E—% - A EBREABARRF
BEENEBYZE B RS -

W -

a) TR R DA T D

HAW - FTERE AR RT 217E T BB AR AR E
37,720,000 # 7T (#0E 704 32,687,000 A &
¥ - ¥ 820,000/ T (FHERAI711,000 A
RE)FH AR - Mgk T 36,900,000 7T (18
E114931,976,000 A R ) FF ARG 5 E)
8% 2R X 7] 82,000,000 A% & AR o ARIFA
SEEEHER © 11,480,000 7T (MERK
9,958,000 AR#) I RS =R




Notes to the Unaudited Interim Financial Statements @
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For the six-month period ended 30 June 2017 #ZE=Z—+4 /5 A=+ H 1t/ E A £

16. CAPITAL COMMITMENTS 16. BEAEE
30 June 31 December
~B=+H +=—A=+—H
2017 2016
—E—+& AN
RMB’000 RMB’000
ARETT ARBFT
(Unaudited) (Audited)
(REEZ) (&%)
Contracted for =% 50
- Acquisition of intangible assets ~ —WiEEFEE 8,100 8,100
— Share of capital commitment — B A BB AR
in the associate 2% 22,785 22,785
- Acquisition of property, —WEYE - BE
plant and equipment B 8,600 -
39,485 30,885
17. MATERIAL RELATED PARTY 17. BERBEBALRS
TRANSACTIONS
a) In addition to the balances a) BRZEFMBHREEMMITKEZ
disclosed elsewhere in these BN AEBREBEE-Z—+F
financial statements, the Group ANAZ=TRIESEA BRI T
entered into the following material BAEBALTRS

related party transactions during
the six-month period ended 30

June 2017.
Six-month period ended
30 June (unaudited)
Name of Relationship with Nature of BERAZTH
related party related party transaction IEAfER (REEK)
BYALAR HEEATHRE RHME 2017 2016
—E-tE 3
RMB’000 RMB’000
ARETT ARETFL
Fuzhou Hongyu A company controlled by Purchase of - 799
Mr. Lin Ouwen * packaging materials
BNEF e EN Gt o YN EERZEMH
# Mr. Lin Ouwen is the key management OB ERAEEEEFRAIMNE
personnel of principal subsidiaries of ZEWAE

the Group.




Notes to the Unaudited Interim Financial Statements

REERDPMBERRME

For the six-month period ended 30 June 2017 #ZE

17.

MATERIAL RELATED PARTY
TRANSACTIONS (CONTINUED)

b)

At the end of the reporting period,
included in other receivables was
amount due from a related party
of RMB2,540,000 (31 December
2016: RMB2,540,000). The related
party is the key management
personnel of a subsidiary of the
Group.

The details of remuneration of
key management personnel,
representing amounts paid to the
Directors of the Company during
the six-month period ended 30
June 2017, are set out as follows:

Salaries and other
short-term
employee benefits

Post-employment
benefits

BB R AR A

17.

e MEAMEH
EEEF

T—tFRA=TRIEAEASRE

EXRBBALTRS (&)

REREER - REMER KR 2 -
s BARSE A 538 A A R 2,540,000
T(ZE—XRF+-A=+—H: A
R®2,540,0007T) ° LB A LA
AEBTRARIZEEZEERAS -

BREEREEABHMES (AIAR
AR —tFARNA=THILAE
HERREEINOSE) AT

30 June 30 June
~A=+H NA=1H
2017 2016
—2—tF ZE—X
RMB’000 RMB’000
ARETT ARBT T
(Unaudited) (Unaudited)
(RELER) CREEEX)
788 1,501
- 73

788 1,574




BUSINESS REVIEW

Looking back at the first half of 2017, the
implementation of a series of policies in the
pharmaceutical industry by the Chinese
government demonstrated its unswerving
determination to promote the medical and
healthcare reform, which mainly focused on
controlling the expense of medical insurance,
improving the utilization efficiency of the
medical insurance fund, and reducing the
public’s burden on medical expenses. The
implementation of policies such as the
“Two-Invoice System”, “Quality Consistency
Evaluation of Generic Drugs”, and zero-price
difference for sale of drugs between hospitals
and pharmacies has made a major difference to
the industry landscape. At the same time, the
requirements for environmental protection were
increased in China, resulting in a decrease of
suppliers, a surge in cost of raw materials and
even depletion of individual raw material, which
in turn put significant pressure on the sales of
drugs and profits of the Group.

Management discussion and analysis
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Management discussion and analysis

 EEERWESMN

BUSINESS REVIEW (CONTINUED)

In such an unfavorable environment, the
Group’s sales performance in the first half of
2017 was also adversely affected by internal
factors. At the beginning of the reporting period,
the operations of the production plant in the
Haixi Industrial and Trading Development Zone
were still temporarily suspended as a result of
a rupture of the underground steam pipelines in
November last year. Although the repair work
was completed at the end of February this year,
the supply of Perilla Oil Capsule, a key product
of the Group, had been in short supply for a long
time and thus the sales decreased significantly.
In addition, with the implementation of the
“Two-Invoice System”, the distribution mode of
pharmaceutical products changed dramatically
and the Group needed to reintegrate its sales
network, which expanded the sales gap. Due
to the prolonged application period of GMP
certification, part of the production lines and
workshops newly established by the Group
obtained new GMP certifications only in July,
which also contributed to the pressure on the
performance of the Group.

The speed of decision making and the progress
of business operations of the Group were also
affected to a certain degree by the change and
replacement of management personnel of the
Group.

For the six months ended 30 June 2017, the
turnover of the Group recorded a year-on-year
decrease of 77.8% to approximately RMB38.0
million. The Group recorded an overall gross
loss, and the gross profit margin decreased by
81.5 points from 15.1% for the corresponding
period of last year, and turned to a gross loss
margin of 66.4%. The loss attributable to the
owners of the Group amounted to RMB493.4
million.
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BUTERZEEBREDXESF T A TERE
BRAEMTE  ERLELE  BEHETE
RESEZAERTK - BEMERNH O RTBE
MESE  HEREB T MEMREEE - %
mOHEERARNE - FEEFEENESHES
i B IAHERD - REEFBRANLD
EEFMEEERBNGMPRRE AR ENR
T ADAEISHTH GMPRE - hRAEE
KEABN - REA -

SEEEEMERNREOE—ERELFET
REBERF R EIE L E A -

HE-Z—tHFA=Z+tALNER  AEFEL
EBIRFE TR 77.8% 2#) AR HE 38,000,000 7T °
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BUSINESS REVIEW (CONTINUED)

Data and analysis of major business segments:

Pharmaceutical products: For the six-
month period ended 30 June 2017, turnover
amounted to approximately RMB19.1 million
(for the six months ended 30 June 2016:
approximately RMB171,496,000). The
Group’s principal business is still involved in
the development, manufacturing, marketing
and sales of pharmaceutical products. The
pharmaceutical industry is in a restructuring
period, during which the Group’s marketing
channel was negatively affected by the “Two-
Invoices System”. At the same time, the
new GMP certificate was not issued in the
reporting period, leading to a halt in production
and sale. Therefore, the turnover generated
from pharmaceutical products decreased
significantly during the period.

Finance leasing business: The Group
commenced its finance leasing business in
China in February this year. For the six-month
period ended 30 June 2017, turnover amounted
to approximately RMB1.1 million. The Group
strived to increase the financial return to the
Group. During the reporting period the Group
targeted industrial manufacturers, hospitals
and health industry related entities as its
customers to expand finance lease business.
During the reporting period, the business
commenced generating profit to the Group.
With the state’s encouragement and promotion
of the finance leasing industry in the PRC, and
since the Group’s target customers gradually
accepted the finance lease business, the
management believed that the Group’s finance
leasing business will have better prospects for
development.

Management discussion and analysis
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 EEERWESMN

BUSINESS REVIEW (CONTINUED)

The Group has established a finance leasing
company in Qianhai, Shenzhen this year. In
addition to the sale and leaseback business,
the Group will also carry out direct leasing
business by bulk purchasing equipment and
leasing them to users in return for deposits and
lease charges. The pre-market survey of the
leasing business has been carried out smoothly.
At present, the Group is actively optimizing the
equipment portfolio and integrating resources.
It is expected that the new business will bring
sustained and stable return to the Group
and facilitate the stable cash flow to support
the Group’s continuous exploration of new
business and extend business advantage.

Other general trading: The Group commenced
general trading in April this year. For the six
months ended 30 June 2017, turnover amounted
to approximately RMB17.752 million. The Group
strived to increase the financial return to the
Group, under the controlled risk and scale,
the Group used its idle funding to initiate other
general trading businesses. Other than the
trading of electronic components, the Group
will try to expand into the trading of health care
products. The management expects that a
diversified combination of businesses will avoid
the results of one single business being affected
by the business cycle and policies relating to
that one single industry. Further, new business
opportunities and business models may be
developed from the new businesses, which may
improve the Company’s performance.
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SALES NETWORK AND MARKETING

With the implementation of the “Two-Invoice
System” in various provinces and cities, a large
number of drug agents were eliminated and the
business mode of two pharmaceutical factories
of the Group located in Fujian Province has
gradually changed from, originally, distribution
by its distributors to the management of the
business channels by the Group itself. The
Group actively participated in the procurement
and tendering of pharmaceutical products
in communities with its ordinary medicines,
engaged specialized distributors with wide
network coverage to deliver medicines and
organized professional medical seminars
to expand the base of end users of our
products. With the commencement of the
construction of the Group’s own network,
the Group will no longer be subject to the
channels of intermediate suppliers but can
directly contact pharmaceutical factories and
medical institutions to timely obtain market
information and conveniently promote the sales
of new drugs. Given that the transition period
is lengthy, new specialized operation team
needs to be built and new partners have to be
secured nationwide, it is expected that the sales
performance of the Group will experience a long
period of down time.

OUTLOOK

The management of the Company believes that
2017 is the year for the Group to actively seek
the transformation while the pharmaceutical
industry is in a restructuring period. After
the restructuring, the concentration of the
industry will be heightened, which brings both
challenges and opportunities to the Group. The
Group, as a whole, will continuously consolidate
its existing pharmaceutical business, make
structural adjustment to its product lines to
focus its manpower and resources on key
products, and abandon drugs with insufficient
efficacy. At the same time, the Group will step
into the healthcare industry with great potential,
explore new business opportunities, and well
prepare for its long-term development.
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 EEERWESMN

OUTLOOK (CONTINUED)
Modernization of Chinese medicine

China has the most abundant resources of
traditional Chinese medicine in the world.
The promulgation of “The Law on Traditional
Chinese Medicine” expressly demonstrates
China’s new height of emphasis on Chinese
medicine. Traditional Chinese medicine has
many unique features compared with modern
medicine. For example, Chinese medicine
is mainly used as the biological information
modifier. Its discovery path is also totally
different from the research and development
model of modern medicine, which proceeds
from molecular design to tests on small
animals and finally, human tests. Chinese
medicine itself is based on the accumulation
of clinical practices in human beings. It pays
more attention to the individual characteristics
and the overall regulation of patients, and
administering drugs to patients on a case-by-
case basis is the basic principle of traditional
Chinese medicine. The water-soluble active
ingredients of Chinese medicine, with decoction
as main dosage form, provide a new thought
and approach to the research and development
of drugs. However, since the active ingredients
of Chinese herbal medicines, mechanism
of action and side effects are uncertain, the
quality of Chinese medicine is difficult to control
due to its raw materials. Therefore, exploring
the effective ingredients of Chinese herbal
medicines and defining their mechanism of
action by modern scientific and technological
means will make a difference. Artemisinin
found by Tu Yoyo, a Nobel Prize winner, is also
extracted from the Chinese herbal medicine,
which is another important contribution of
Chinese medicine to mankind. The Group will
jointly research and develop innovative modern
Chinese medicine with scientific research
institutions and clinical institutions in order to
provide safe and reliable traditional Chinese
medicine for the people.
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OUTLOOK (CONTINUED)
Layout of precision medicine

Since the implementation of the national “13th
Five Years Plan”, precision medicine has been
an important development direction for the
medical and healthcare industry, and for the
scientific and technological innovation and
advancement. The relevant policies have been
introduced to accelerate the development
of precision medicine. Precision medicine
is characterized by individualized medical
treatment. With the rapid development of gene
sequencing, gene editing, functional medical
detection, wearable medical testing equipment,
big data analysis, cellular immunotherapy
and other technologies, doctors can easily
design personalized health care and treatment
plan for patients based on their individual
body condition, state of illness, living habit
and life style. At present, the most prominent
application of precision medicine is the
combined application of gene detection
targeted drugs and immunotherapy on some
particular cancer patients, and the cure rate of
precision medicine is several times higher than
that of traditional treatment, which is a new era
of the medical industry.
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OUTLOOK (CONTINUED)

Layout of precision medicine (continued)

Especially in the field of immunotherapy, the
marketing of CAR-T products of Novartis was
approved by the US FDA this year, which means
that the efficacy of cellular immunotherapy has
won official recognition, and more companies
will change from the wait-and-see attitude
to devoting themselves to the research of
immunotherapy. We believe that in the near
future, people will no longer need to take
too much medicine, take stopgap measures
when getting ill, and will have more treatment
options for cancers other than chemotherapy
and radiotherapy treatment. More medical
resources will be put into improving the
human immune system and long-term
health management. The Group will look for
opportunities for mergers and acquisitions in
the field of immunotherapy and biotechnology,
and will actively enter the field as a major growth
point for the future of the Group.
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OUTLOOK (CONTINUED)

Expand the source of business income

The Group will take full advantage of the
international capital market to expand its
business in the field of medical device
by finance leasing. With the large-scale
construction of primary medical institutions
and private medical institutions in China,
the demand for leasing medical device
will indisputably increase. Therefore, the
management of the Group is optimistic about
the long-term development prospect of the
medical device leasing, and in the future,
the Group will actively use its established
cooperation network with various medical
institutions to seek business opportunities in
the leasing of medical devices, nursing devices
and bulk production equipment, to expand
the source of its business income. In addition,
the Group will conduct medical device leasing
and service businesses for individuals through
the network platform, which will strengthen
the interaction between the Group and
customers. Once access to the medical data
of the customers is obtained and their needs
are understood, the Company will be able to
provide customers with personalized medical
services and rehabilitation products.
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OUTLOOK (CONTINUED)

Expand the source of business income
(continued)

The Group has established a finance leasing
company in Qianhai, Shenzhen this year, which
will serve as a platform to conduct the leasing
business of the Group. The preliminary market
survey of the leasing business has been carried
out smoothly. At present, the Group has been
actively optimizing the equipment portfolio and
integrating resources. It is expected that the
new business will bring sustainable and stable
income return to the Group, and the stable cash
flow will facilitate the Group to continuously
explore new businesses and expand its
business advantages.

Despite the increasingly fierce competition
of the industry, the Group is still confident
that it will be able to improve the business
performance in the future based on its
diversified business portfolio and following the
lead of its experienced management team.
On the one hand, we will continue to put
our resources into strengthening sales and
marketing activities of existing products. On the
other hand, we will speed up the development
of new business and improve the business
mode.
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OUTLOOK (CONTINUED)

Expand the source of business income
(continued)

A resolution was passed in the extraordinary
general meeting of the Company held on 25
August 2017 to approve the change of the
name of the Company to “Sanai Health Industry
Group Company Limited”. The management
believes that such a change will better reflect
the direction of strategic development of the
Company. China’s economy will continue
to grow at a high rate and begin to lead the
global economy. With the increase of economic
income, people’s investment in health will
increase continuously and the healthcare
industry will maintain high-speed growth. Using
the pharmaceutical business as a foundation,
the Group will embrace the new economy and
new technologies and focus on the layout of
health-related sectors with the objective of
developing the Group into a comprehensive
health industry group within three years. The
“3A” brand of the Company has been in the
pharmaceutical industry for decades, and has
been deeply trusted by the public in view of its
persistence on quality. The Group respectively
adopts “Sanai” and “3A” as the company name
and brand of the Company, and defines the
core concept of the brand as “love life, love
nature, love society”. The Group will conduct
its business based on the core concept,
and spread the concept to its employees,
customers, and business partners. The Group
is a business organization prioritizing social
values. Our supply system will do its utmost to
protect the natural environment. Our mission
is to integrate global resources, develop new
technologies and new products to achieve the
improvement of people’s quality of life.
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FINANCIAL REVIEW B 7% e

Revenue (“Turnover”)

During the period under review, the
Group recorded an overall turnover
of approximately RMB38.0 million (for
the six months ended 30 June 2016:
approximately RMB171.5 million),
representing a decrease of approximately
77.8% over the same period of last year.

Turnover generated for the first half of
the year was still dominated by that
from pharmaceutical products, which
was approximately RMB19.1 million and
amounted to approximately 50.3% of the
overall turnover, representing a decrease
of approximately 88.9% over the same
period of last year (for the six months
ended 30 June 2016: approximately
RMB171.5 million). The two new
businesses of finance leasing and other
general trading generated turnover
of approximately RMB1.1 million and
RMB17.8 million respectively, amounting
to approximately 3.0% and 46.7% of the
overall turnover respectively.

Gross Loss and Gross Loss Margin

Gross loss of the Group increased by
approximately 197.5% over the same
period of last year to approximately
RMB25.2 million (for the six months
ended 30 June 2016: gross profit of
approximately RMB25.9 million). Gross
loss margin significantly increased
by approximately 81.5 points to
approximately 66.4% (for the six months
ended 30 June 2016: gross profit margin
approximately 15.1%).
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FINANCIAL REVIEW (CONTINUED) B e RE (&)

Gross Loss and Gross Loss Margin
(continued)

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

Apart from the depreciation charges,
the proportion of other cost of sales,
including raw materials, packaging
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direct labor costs, remained essentially BAREL -

the same, except that the related

amounts decreased with the drop in sales

as compared with the same period of last

year.

Loss for the Period 3. HIREE

Although the Group did not reduce its
product prices in the first half of 2017,
the suspension of production during the
period led to a decrease in sales and
increase in gross loss. Also, impairment
on property, plant and equipment,
land use rights and goodwill largely
increased the Group’s loss for the period
under review. During the period under
review, the Group recorded a loss of
approximately RMB493.4 million (for
the six months ended 30 June 2016:
approximately RMB159.1 million).
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FINANCIAL REVIEW (CONTINUED)

Loss for the Period (continued)

The distribution costs decreased by
approximately 69.7% to approximately
RMB2.8 million (for the six months ended
30 June 2016: approximately RMB9.1
million). During the period under review,
relevant advertising and marketing
expenses of our three wholly-owned
subsidiaries in the PRC decreased by
RMB8.1 million over the last year. Since
last year, the Group further reduced
its investment in advertising resources
substantially and invested it in other areas
with more apparent benefits. The Group
will continue to participate in academic
symposiums and new medicine
promotion seminars, as well as medicine
fairs to introduce the advantages of
various medicines.
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FINANCIAL REVIEW (CONTINUED)

Loss for the Period (continued)

Furthermore, during the period under
review, the Board was aware that the
turnover of the Group did not increase
as anticipated. The Group therefore
performed an impairment review of
the recoverable amount related to the
Group’s production facilities in one of
the factories located in Haixi Industrial
and Trading Development Zone in
Jianyang City, Fujian Province, the PRC.
An impairment loss of approximately
RMB363.0 million (30 June 2016:
approximately RMB199.2 million) in
total has been recognised. The Group
also performed an impairment review of
the recoverable amount related to the
goodwill of a subsidiary acquired by the
Group last year. An impairment loss of
approximately RMB83.7 million has been
recognized. Such impairment losses
were mainly attributable to the non-cash
accounting treatment on the impairment
losses on these production facilities
and goodwill, and mainly to reflect the
value in use of the assets. Accordingly,
such impairment losses are non-cash
expenses with no impact on the Group’s
cash flow or business and production
operations.
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FINANCIAL REVIEW (CONTINUED)

Loss for the Period (continued)

During the period under review,
administrative expenses decreased by
approximately 48.1% over the same
period of last year to RMB13.2 million
(for the six months ended 30 June 2016:
approximately RMB25.4 million), which
was mainly attributable to the decrease in
depreciation charges.

Finally, tax credit of the Group was
approximately RMB87.9 million in total
(for the six months ended 30 June
2016: approximately RMB48.6 million).
It mainly included current tax expenses
for a wholly-owned subsidiary in the PRC
amounting to approximately RMBO. 1
million (for the six months ended 30 June
2016: approximately RMBO.1 million),
as well as the deductible temporary
differences arising from the impairment of
property, plant and equipment and land
use rights amounting to approximately
RMB88.0 million (for the six months
ended 30 June 2016: approximately
RMB49.8 million).
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Liquidity, Financial Resources and
Capital Structure

As at 30 June 2017, the Group had cash
and cash equivalents of approximately
RMB89.8 million (31 December 2016:
approximately RMB147.5 million) and
most cash and cash equivalents were
denominated in Renminbi and Hong
Kong dollars. As at 30 June 2017, the
Group’s secured bank loans which
are secured by property, plant and
equipment and land use rights, amounted
to approximately RMB240.1 million
(31 December 2016: approximately
RMB85.6 million). The loans involved
were denominated in Renminbi, both
carrying interest at fixed rates of 4.57%
to 6.53% (31 December 2016: 4.57%
and 4.79% respectively) per annum
and were repayable within 1 year. The
Group continued to maintain a stable
financial position with low gearing ratio
and healthy cash flows. During the period
under review, the Group did not use
any financial instruments for hedging
purposes.

The Group reviewed the capital structure
by using a gearing ratio. The gearing ratio
represents the total debt, which includes
trade and other payables, and secured
bank loans of the Group, divided by total
equity of the Group. The debt-to-equity
ratio of the Group was approximately
33.2% as at 30 June 2017 (31 December
2016: approximately 10.9%).
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FINANCIAL REVIEW (CONTINUED)

Exposure to Fluctuation in Exchange
Rates

During the period under review,
the Group conducted its business
transactions principally in Renminbi and
Hong Kong dollars. The Group has not
experienced any material difficulties
or negative impacts on its operations
as a result of fluctuations in currency
exchange rates. Although the Group has
certain bank balances denominated in
Hong Kong dollars, the Group adopts a
conservative financial policy and most
of its bank deposits are in Renminbi
and Hong Kong dollars. As at 30 June
2017, the Group did not have any foreign
exchange contracts, interest or currency
swaps or other financial derivatives for
hedging purposes. Therefore, the Group
was not exposed to any material interest
and exchange risks.

Significant Acquisitions and Disposal
of Investments

During the six months ended 30 June
2017, the Group disposed of its financial
assets at fair value through profit or loss
with an aggregate consideration and
net loss on disposal of approximately
RMB39.8 million and RMB2.2 million
respectively. During the period under
review, the Group had a construction in
progress related to property, plant and
equipment amounting to approximately
RMB163 million.
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FINANCIAL REVIEW (CONTINUED)

The Number and Remuneration of
Employees

As at 30 June 2017, the Group employed
approximately 322 employees (31
December 2016: 355 employees). For the
six months ended 30 June 2017, the staff
cost amounted to approximately RMB7.1
million (for the six months ended 30 June
2016: approximately RMB17.7 million).
The Group determines staff remuneration
in accordance with prevailing market
salary scales, individual qualifications
and performance. Remuneration
packages including performance
bonuses and entitlements to share
options are reviewed on a regular basis.
The Group provides directors and
senior management with continuous
professional training, including seminars
and workshops, such that the latest
changes of regulatory requirements and
corporate governance practices can be
introduced. The Group also organises
various pre-employment and on-the-
job trainings to deepen the employees’
understanding of its business objectives
and operation.

Charges on the Group’s Assets

As at 30 June 2017, the Group charged
certain assets including land use rights
and property, plant and equipment
amounted to approximately RMB103.5
million (31 December 2016: RMB167.1
million) in favour of secured bank loans of
RMB240.1 million (31 December 2016:
RMB85.6 million).
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FINANCIAL REVIEW (CONTINUED)

10.

11.

12.

Contingent Liabilities

As at 30 June 2017, the Group did
not have any contingent liabilities (31
December 2016: Nil).

Capital Expenditure

During the period under review, capital
expenditure of the Group for property,
plant and equipment for the construction
and development of existing factory
located in Fujian Province for its own
use in the ordinary and usual course of
business amounted to approximately
RMB136.0 million (for the six months
ended 30 June 2016: approximately
RMB58,000).

Capital Commitments

As at 30 June 2017, the Group had
contracted capital commitments
outstanding but not provided for in
the financial statements amounting
to approximately RMB39.5 million
(31 December 2016: approximately
RMB30.9 million).

Events after the Reporting Period

On 31 July 2017, 82,000,000 shares
options of the share option scheme,
which was adopted on 8 January 2007
(the “Old Scheme”), were exercised and
gross proceeds of HK$26,240,000 were
received.
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INTERIM DIVIDEND

The Board does not recommend payment of
any interim dividend for the six months ended
30 June 2017 (30 June 2016: Nil). Accordingly,
no closure of the register of members of the
Company is proposed.

SHARE OPTION SCHEME

The Old Scheme which was adopted on 8
January 2007 expired on 31 January 2017. As
at 14 October 2016, under the Old Scheme, the
Company granted 164,000,000 ordinary share
options at the par value of HK$0.01 to certain
grantees. As at 30 June 2017, 82,000,000
share options were exercised, and the
Company received HK$26,240,000 from the
exercise of these options. There are 82,000,000
share options which have not been exercised.
The Company passed a resolution to adopt a
new share option scheme (the “New Scheme”)
on 16 June 2017 for the purpose of providing
incentives and rewards to eligible participants
for their contribution to the Company. For the
six months ended 30 June 2017, no share
option had been granted or exercised under the
New Scheme.
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DIRECTORS’ AND CHIEF EXECUTIVE’S
INTERESTS AND SHORT POSITIONS IN
SHARES, UNDERLYING SHARES AND
DEBENTURES OF THE COMPANY AND
ITS ASSOCIATED CORPORATIONS

As at 30 June 2017, the interests or short
positions of the directors of the Company (the
“Directors”) and chief executive of the Company
in the shares, underlying shares or debentures
of the Company or any of its associated
corporations (within the meaning of Part XV of
the Securities and Futures Ordinance (Chapter
571 of the Laws of Hong Kong) (“SFO”)) as
recorded in the register maintained by the
Company pursuant to section 352 of the SFO
or otherwise notified to the Company and The
Stock Exchange of Hong Kong Limited (the
“Stock Exchange”) pursuant to the “Model
Code for Securities Transactions by Directors
of Listed Issuers” (the “Model Code”) as set
out in Appendix 10 to the Rules Governing the
Listing of Securities on The Stock Exchange of
Hong Kong Limited (the “Listing Rules”), were
as follows:
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Corporate Governance and Other Information

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

Notes:
1. The letter “L” denotes long position in the shares.
2. According to the disclosure of interest form

submitted by Mr. Chen Chengging on 30 June
2017 in accordance with Part XV of the SFO,
these shares are registered in the name of Cyber
Success Global Investments Limited, which
is wholly owned by Mr. Chen Chengqging, an
executive director. By virtue of the SFO, Mr. Chen
Chengaing is deemed to be interested in all the
shares in which Cyber Success Global Investments
Limited is interested.

3. The percentage of shareholding is calculated on
the basis of 2,338,772,500 issued shares of the
Company as at 30 June 2017.

Save as disclosed above, none of the Directors
or chief executive of the Company is aware
of any other Director or chief executive of
the Company who has any interests or short
positions in any shares, underlying shares
and debentures of the Company or any of its
associated corporation which were required to
be recorded in the register maintained by the
Company pursuant to section 352 of the SFO
or otherwise notified to the Company and the
Stock Exchange pursuant to the Model Code as
at 30 June 2017.
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SUBSTANTIAL SHAREHOLDERS’
INTERESTS AND SHORT POSITIONS IN
SHARES AND UNDERLYING SHARES IN
THE COMPANY

As at 30 June 2017, the following persons,
other than a director or chief executive of the
Company, had an interest or a short position in
the shares or underlying shares in the Company
as recorded in the register required to be kept
by the Company pursuant to section 336 of the
SFO:
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Approximate
percentage of
shareholding

Number of shares (Note 3)

(Note 1) B E

Name of shareholder Capacity RAEE Batt

RREE/1HE &4 GERY (F35E3)

Cyber Success Global Beneficial owner (Note 2) 508,308,000 (L) 21.73%
Investments Limited Baka A (HE2)

China Medical Service Beneficial owner 171,000,000 (L) 7.31%

Investment Holding BERBEEA
Limited
Notes:
(1) The letter “L” denotes long position in the shares of

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

Notes: (CONTINUED)

2) As disclosed under the paragraph headed
“Directors’ and chief executive’s interests and
short positions in shares, underlying shares and
debentures of the Company and its associated
corporations” above, these shares are registered
in the name of Cyber Success Global Investments
Limited, which is wholly owned by Mr. Chen
Chengqing, an executive Director. Mr. Chen
Chengging is deemed to be interested in all
the shares in which Cyber Success Global
Investments Limited is interested by virtue of the
SFO. According to the disclosure of interest form
submitted by Cyber Success Global Investments
Limited on 30 June 2017 in accordance with Part
XV of the SFO, Cyber Success Global Investments
Limited is accustomed to act in accordance with
the directions of Mr. Chen Chengqing.

3) The percentage of shareholding is calculated on
the basis of 2,338,772,500 issued shares of the
Company as at 30 June 2017.

Save as disclosed above, the Company was not
aware of any person, other than the Directors
of the Company whose interests or short
positions are set out in the paragraph headed
“Directors’ and chief executive’s interests and
short positions in shares, underlying shares and
debentures of the Company and its associated
corporations” above, who had an interest or
a short position in the shares or underlying
shares in the Company which were required to
be recorded in the register to be kept by the
Company under section 336 of the SFO as at 30
June 2017.
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PURCHASE, SALE OR REDEMPTION OF
THE COMPANY’S LISTED SECURITIES

Neither the Company nor any of its subsidiaries
has purchased, sold or redeemed any of the
listed securities of the Company during the six
months ended 30 June 2017.

COMPLIANCE WITH THE CORPORATE
GOVERNANCE CODE

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

The Company has complied with the code
provisions as set out in the “Corporate
Governance Code” (the “Code”) as contained
in Appendix 14 to the Listing Rules during the
six months ended 30 June 2017, ensuring
that the Company is up to the requirements as
being diligent, accountable and professional,
except for a deviation from provision A.2.1 of
the Code in respect of the roles of chairman
and chief executive of the Company. The
Board considered that vesting the roles of
chairman and chief executive in the same
person facilitates the execution of the
Company’s business strategies and maximizes
effectiveness of its operations. The Board shall
nevertheless review the structure from time
to time and shall consider the appropriate
adjustment should suitable circumstances
arise. There are three independent non-
executive Directors in the Board, and all of them
possess adequate level of independence and
therefore the Board considers the Company has
achieved a balance of and provided sufficient
protection to its interests.
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DIRECTORS’ SECURITIES
TRANSACTIONS

The Company has adopted the Model Code
as set out in Appendix 10 to the Listing Rules
as the Company’s own code for securities
transactions by its Directors. In addition,
the Company made specific enquiries of all
Directors and each Director confirmed that
during the six months ended 30 June 2017,
they had fully complied with the required
standards as set out in the Model Code.

At no time during the first six months of 2017
were rights to acquire benefits by means of the
acquisition of shares in or debentures of the
Company or any other body corporate granted
to any Director or their respective spouse
or minor children, or were any such rights
exercised by them; nor was the Company or any
of its subsidiaries a party to any arrangement to
enable the Directors, their respective spouses
or minor children to acquire such rights in any
other body corporate.

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

The Company has established an audit
committee (the “Audit Committee”) in
compliance with Rule 3.21 of the Listing
Rules. The Audit Committee, which comprises
three independent non-executive Directors,
has reviewed the accounting principles and
practices adopted by the Company and
discussed auditing, internal control and financial
reporting matters in relation to the unaudited
interim results for the six months ended 30
June 2017. On 30 August 2017, a meeting of
the Audit Committee was held and the Audit
Committee reviewed the unaudited interim
results for the six months ended 30 June 2017
at the meeting. The Audit Committee are of
the opinion that the financial statements of
the Company for the period ended 30 June
2017 comply with the applicable accounting
standards and the requirements of the Listing
Rules and that adequate disclosures have been
made, and recommend the Board to approve
such financial statements.

REMUNERATION COMMITTEE

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

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

PUBLICATION OF INTERIM RESULTS
ANNOUNCEMENT AND INTERIM
REPORT

The 2017 interim report will be despatched to
shareholders as well as made available on our
Company’s website at www.wuyi-pharma.com
and the Stock Exchange’s website at
www.hkexnews.hk.
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ACKNOWLEDGEMENT

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

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

On behalf of the Board
CHEN CHENGQING
Chairman

Hong Kong, 30 August 2017

As at the date of this report, the Board
comprises 2 executive Directors, namely Mr.
Chen Chengging (Chairman) and Ms. Hung
Hoi Lan, and 3 independent non-executive
Directors, namely Mr. Wang Zihao, Mr. Tu
Fangkui and Professor Zhang Rongqing.
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