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Chairman’s Statement
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To all Shareholders:

On behalf of the board (the “Board”) of directors (the “Directors”) of
Sanai Health Industry Group Company Limited (formerly known as Wuyi
International Pharmaceutical Company Limited) (“Sanai Health Industry” or
the “Company”), | am pleased to present to the shareholders the annual
results of the Company and its subsidiaries (collectively, the “Group”) for the
financial year ended 31 December 2017.

As the executive director and chairman of the Company in 2017, it is my
pleasure to experience such an extraordinary year with all the staff of the
Group. The Company has changed its name to Sanai Health Industry Group
Company Limited in 2017 which representing a brand new start.

BUSINESS REVIEW

Although the government has introduced various medical reformation
measures, the size of pharmaceutical market is huge and under growth.
However, with the significant structural changes, small and medium
enterprises’ ability against increasing costs and changing policies are
relatively weak. Enterprises with self-developed sales network, exclusive
medicine and innovative medicine would have their market shares
significantly increase during the shuffle period. Meanwhile, the underground
steam pipelines of the Haixi plant of the wholly-owned subsidiary of the
Group, Fujian Sanai Pharmaceutical Company Limited (“Fujian Sanai”)
ruptured at the end of 2016. Due to the complexity, the repair lasted until
February this year and caused various work suspension of Fujian Sanai
during the period, which resulted in loss of customers and market share.
The national implementation of the “Two-Invoice System” greatly affected
the original sales system of Fujian Sanai. It lost certain major distributor
customers and obtained more direct end customers. Fujian Sanai has
to input more resources on products promotion. Another wholly-owned
subsidiary of the Group, Fuzhou Sanai Pharmaceutial Company Limited
(“Fuzhou Sanai”) was affected by the “Two-Invoice System” and production
suspension due to internal rectification. The Perilla Oil Capsule was not
listed in the National Reimbursement Drug List, instead, competitive
products was listed in the National Reimbursement Drug List, which
resulted in the plunge in sales of Perilla Oil Capsule. The two subsidiaries
Fujian Sanai and Fuzhou Sanai are the major operating units of the Group,
the aggregate results dropped by approximately 90% to RMB30.2 million,
which led to the consolidated results of the Group decreased by 76% to
RMB62.5 million. The assets of pharmaceutical sector of the Group are
subject to assessed and impaired due to the decrease of results. The
shareholders should pay attention that the impairment does not represent
loss, damage or obsolete of the Company’s assets or cash loss of the
Company but only an accounting treatment.

The Group would develop a more diversified business mix outside the
pharmaceutical industry so to cope with the increasingly fierce competition
in pharmaceutical industry. During the year, the accumulated financing
facilities were approximately HK$147 million as a result of exercise of share
option and placing finance. Among which, approximately HK$50 million
was applied to finance leasing business and general trading business. The
finance leasing business recorded a profit of RMB1.88 million this year,
pursuant to the agreement that entered by the Company, the finance
leasing business would achieve a higher growth rate in 2018. The finance
leasing company will commence direct leasing business in 2018 which
lease rehabilitation and treatment equipment and devices to individuals and
operating entities. Such business matches with the general strategy of the
Group.
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On November 2017, the subsidiary under the Company, Zhejiang Sanai
Biotechnology Company Limited and Yangtze Delta Region Institute of
Tsinghua University in Zhejiang officially entered into an agreement to set
up Tsinghua Yangtze Delta Region Sanai Precision Medicine Research and
Development Center. | am honored to invite Professor Zhang Rongging
as an executive director of the Company and responsible for the business
exploration on Precision medicine sector and biotechnology sector. |
believe that by combining the research efforts of Yangtze Delta Region
Institute of Tsinghua University and the rich resources of Professor Zhang
in biotechnology sector, the Company will gradually increase competitive
products which make the Company stands out in the industry.

FUTURE PROSPECTS

The Group aims to be a comprehensive health industry group, providing
safe, reliable, high-quality health products and health services to the
society. Health products include pharmaceutical products, healthcare
products, food, medical equipment, while health services include medical
detection, rehabilitation services, and medical services. The Group has to
set up platforms on organizational structure level so as to achieve such
goal. The Group would set brand-building as core and integrate platform
resources, make use of the capital platform and introduce strategic
investment and strategic partners, encourage internal innovation and value-
creating and profit-sharing. The crucial foundation of platform structure is
to realize networking and digitization, the Group will embrace the internet
completely and make digitization as the core strategy of the Group. The
first step is to realize networking and exponential growth. The Group has to
provide more products suitable for the public while creating products with
self-distribution ability. The customers can voluntarily share the products
of the Company after using them. By gathering customers continuously,
stable sales channels of the Company can be formed. The second step
is to improve the interaction and connection between customers so that
the customers of the Group can transform to the business partners of the
Company and participate in product design and promotion. The Company
develops plans for research and development and sales with big data. The
third step is to realize networking of the shareholders of the Company in
the hope that turning the customers, business partners and staff of the
Group to shareholders of the Company and share the profit of organizational
development.

Other than networking and digitization of platforms, brand-building is
another mission of the Group. The China consumers is growing rapidly,
the information volume is larger than ever. They have earned sufficient
bargaining power on the internet. The reputation promotion is the main
way of brand promotion. The brand is representing the values and attitude
of a company. We shall carefully maintain the Sanai brand by valuing the
products quality and commitment on high standard of raw material and
craft, otherwise we would be casted away by consumers in new era.
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Chairman’s Statement
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| believe that the path of transformation is challenging yet with bright future.
The political and economic environment of China after the 19th Communist
Party of China National Congress will the most stable one in the world. With
people who are hard-working and willing to learn, the innovative ability of
China is building constantly with the speed accelerating at the same time.
We have to take the chance of this high speed train, to change ourselves
with our own initiative and equipped with networking so to gain a position
of winners in the future. The problem was not arisen overnight. We have to
reflected on the failings and conclude the lesson we learnt. By improving
the management system and talent team in a practical manner, the Group
would face our customers sincerely and provide genuine products and
services to the society.

I ' would like to thank the shareholders for the trust on the management, all
staff for the concerted efforts and business partners for great support again.
| would also like to hereby thank for the dedication of all directors.

By Order of the Board
Chen Chengqing
Chairman

Hong Kong, 20 April 2018
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Management Discussion and Analysis
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INDUSTRY REVIEW

The pharmaceutical industry in the PRC has undergone drastic improvements
in 2017, including the implementation of the “Two-Invoice System” (FIZ ),
introduction of the Consistency Evaluation (—Z$7F(&) and the intensive
implementation of policies such as “Zero Mark-Up of Medicines” and
Drug Concentration Procurement. Throughout the year 2017, national-
level and local competent authorities successively promulgated over 2,000
policies and executive orders relating to the medical and pharmaceutical
industries. The introduction of such policies represented the national
regulatory escalation on the pharmaceutical industry, which imposed higher
requirements on the enterprises of the pharmaceutical industry and also
accelerated the increase of industry concentration. Enterprises were faced
with challenges in various aspects including research and development
of pharmaceutical products, market network and capital strength as the
disadvantages of some of them were amplified. The “Two-Invoice System”
and “Drug Concentration Procurement” were the policies with greater
impact on the industry. The introduction of the “Two-Invoice System”
covered the whole country and it required that only one dealer or distributor
could handle the sales of pharmaceutical products from manufacturers
to ultimate customers, and the original channels were forced to narrow,
and manufacturers must possess ability for direct customer service. It also
required that the customers of the dealers must be end customers such
as hospitals and clinics. The system of Drug Concentration Procurement
required that the Company could only be granted the right of sales for its
pharmaceutical products after winning the tenders in the district, and local
hospitals could then purchase the tender-winning pharmaceutical products
through the procurement platform, while the increase of terminal marketing
required marketing implementation by the enterprises. In particular, both
quantity and price of many pharmaceutical products decreased due to the
reduction of catalogue content for procurement of pharmaceutical products
by each of provinces and cities for controlling medical insurance spending,
and many pharmaceutical products lost chances to enter the market as
they could not be included in the catalogue content. The Food and Drug
Administration increased efforts on unannounced inspections in 2017, and
the production of many enterprises were suspended for rectification as
required by the regulatory units.
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Management Discussion and Analysis

REVIEW OF RESULTS

The results of operations of the Group had a significant decrease in 2017
as compared with that of 2016. In particular, the decrease was due to the
adverse impacts on the Group by the external policies and environment,
and the impact of suspended production as plants were damaged by the
natural disaster at the end of 2016 and the impact of a failure of smooth
transfer and operation concepts within the Group arising from the process
of handover of job duties between new and old management.

During the reporting period, the revenue of the Company decreased by 76%
to RMB62.5 million. The loss for the year was RMB1,152 million, among
which, the one-off extraordinary loss was RMB923 million, the depreciation
amount was RMB80 million and the reversal of deferred tax assets was
RMB116 million.

The existing members of the Board of the Company were appointed in
2017, and new Directors needed time to get familiar with the business
and history of the Group during the process of handover. As such, the
substantial changes in a subsidiary and an associate company could not be
properly handled in a timely manner. The Group completed the acquisition
of Fujian Liumai Medical Services Company Limited (“Fujian Liumai”) in
2016. Fujian Liumai is an information services company and has greater
differences in terms of business model as compared with the Group’s
existing business model of production of pharmaceutical products. The
Group relied on its existing team for management after the acquisition.
Two of the key management personnel of Fujian Liumai passed away and
resigned respectively in 2017 and the team had substantial changes. As
the information industry has fast-changing development, products may
lose their competitiveness once they could not keep the development
pace with the industry. As the Group was under great pressure for its own
pharmaceutical results, it was unable to allocate more resources on Fujian
Liumai for its recovery, thus Fujian Liumai’s sales results in 2017 was far
below expectation. The management decided to carry out evaluation on
the future business prospects of Fujian Liumai at the end of the year and
engaged an independent valuer for impairment test of goodwill.

Fuzhou Sanai, a wholly-owned subsidiary of the Group, and an independent
third party jointly formed Antu County Guanghui Chinese Medicine
Technology Development Company Limited* (% Bl /& & i BRI A R
AA]) (“Antu Guanghui”), an associate company, in 2016, and invested an
accumulated amount of approximately RMB98.00 million in the associate
company for the plantation of the Chinese herb, Perilla. In 2017, as Fuzhou
Sanai was informed that Perilla Oil Capsule was not included in the National
Reimbursement Drug List, the sales volume of Perilla Oil Capsule had a
drop and the demand for perilla seeds by Fuzhou Sanai had a substantial
decrease. For minimising losses, Fuzhou Sanai issued a letter to the
associate company to request the termination of the cooperative plantation
agreement and the refund of investment amount. Such request had not
received a positive response. After lengthy negotiation, the managements
of Fuzhou Sanai determined to take legal actions after discussion with the
management of the Company for protecting the Company’s rights, and
will initiate legal proceedings against, and not exclude the possibility of
making application with the court for liquidation of, Antu Guanghui. The
management of the Company determined to make a full impairment on the
investment amount in the associate company at the end of the year so as to
reflect the potential risk of loss.
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Pharmaceutical Products Business

During the year under review, the pharmaceutical products segment
remained as the largest income contributor of the Group. This segment
recorded a revenue of RMB30.2 million, accounting for approximately
48.2% of the Group’s total revenue. The gross loss amounted to RMB61.2
million, with a gross loss margin of 202.9%. The main reason of recording
a gross loss was that the fixed costs of cost of sales such as depreciation,
and salaries did not decrease along with the decreased revenue, in which
depreciation and salaries amounted to approximately RMB76,374,000 and
RMB3,889,000 respectively.

Sales of pharmaceutical products

During the year under review, the Group mainly sold 39 different types
of pharmaceutical products, and the business generated a revenue of
approximately RMB26.2 million, accounting for approximately 41.9% of
the Group’s revenue. The decrease in sales of pharmaceutical products is
mainly due to the following:

1. As affected by the typhoon and damaged underground pipelines at
the end of 2016, the plants suspended production for repairing and
such repairing work completed until the beginning of 2017. During
such period, there was shortage of supply of the Group’s major
products. As additional time was needed to resume production and
sales after the completion of the repairing work, the Group lost certain
major customers during such period and led to the decrease in sales.

2. Production units for oral products were renovated since 2016.
Although the renovation was completed in early 2017, production
did not commence until mid-2017 when the GMP Certification was
obtained, which resulted in a few months’ suspension period of oral
products production in 2017, the sale results therefore declined.

3. In early 2017, National Health and Family Planning Commission
(“NHFPC”) officially announced the Implementing Opinions
on Carrying out the “Two-Invoice System”. The “Two-Invoice
System” was gradually implemented throughout the country. The
implementation of such system has affected the sale model of
pharmaceutical companies significantly. The Group has lost certain
major distributors and shifted the focus to direct participation
in tender process for drug purchase. Certain products were not
successful in tenders. Meanwhile, as prices of certain raw materials
increased significantly due to their supply falling short of demand, the
Group has suspended the production and sale of certain products.

4, The Perilla Oil Capsule, being one of the major products of the
Group, was not able to be listed in the National Reimbursement Drug
List, instead, competitive products such as pitavastatin was listed
in the National Reimbursement Drug List successfully. As a result,
the Group’s market was diluted, which led to the decrease of sale
of the Perilla Oil Capsule. As such, the Group decided to quit the
perilla planting project of the associate and requested the associate
plantation to refund the investment amount, yet the associate did not
respond to the request. Therefore the Group made impairment on the
investment amount. Meanwhile, in order to standardize the internal
production unit and prevent cross contamination between each
production unit and production line, the Group decided to separate
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the perilla oil production line from production lines of other products.
Production of Perilla Oil was suspended during the rectification
period, thus sales of Perilla Oil decreased in the second half of 2017.

5. In order to improve quality of medicine safety, the Group performed
rectification on certain production units in October 2017. The
rectification works has impact on the production and sales of the
Group for the second half of 2017 and led to decrease in sales.

Sales of softwares and provision of consultancy services

During the year under review, the business generated a revenue of
approximately RMB4.0 million, accounting for approximately 6.3% of the
Group’s revenue. The revenue was mainly from Fujian Liumai. After the
completion of its acquisition in December 2016, Fujian Liumai became
one of the Company’s subsidiaries. Due to changes in the management
of Fujian Liumai during the year, the update of product lags behind similar
products in the market, and the revenue during the year is not good as
expected.

Based on the abovementioned, impairment indicator existed in relation to
the Pharmaceutical Products Business and an impairment review has been
carried out. In performing the impairment test, the Board had also made
reference to a valuation performed by an independent professional valuer.
As a result, impairment on property, plant and equipment and land use right
and goodwill has been made.

Other General Trading Business

The Group commenced other general trading business during the year. Any
trading other than pharmaceutical products are included into this segment.
During the year under review, other general trading segment recorded a
revenue of RMB29,267,000, accounting for approximately 46.8% of the
Group’s revenue. The gross profit amounted to RMB1,200,000, with a
gross profit margin of 4.1%. During the year ended 31 December 2017, the
trading products mainly included electronic components and condoms.

Finance Leasing Business

The Group commenced its finance leasing business in China during the
year. The Group targeted industrial manufacturers, hospitals and health
industry related entities as its customers to expand its finance leasing
business. For the year ended 31 December 2017, turnover generated
by this segment amounted to approximately RMB3.1 million, accounting
for approximately 5.0% of the Group’s total revenue. Short-term lease
receivables and long-term lease receivables were RMB42.98 million and
RMB29.88 million respectively.

BUSINESS PROSPECTS

Pharmaceutical products business: The changes in the pharmaceutical
policies in the PRC and the continuous enhancement in the requirements
on the pharmaceutical products from the market imposed greater
development pressure on the Group’s business of pharmaceutical
products. The Group will re-assess its own advantages and disadvantages
and utilize its strengths and overcome the weaknesses so as to strive to
improve the results with active innovation. The pharmaceutical industry in
the PRC still has a growth rate which is higher than the gross domestic
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product (GDP) and extensive rooms for development. Although the Group’s
results in the pharmaceutical sector is unsatisfactory, the management is
optimistic about the Group’s foundation in the pharmaceutical field, as the
Group has stronger production capacity demonstrated by the modernized
GMP pharmaceutical plants and diversified production lines covering glass
bottle infusion solution, plastic bottle infusion solution, soft bag infusion
solution, ampoule injection, granules, syrup and tablets. The Group will
firstly improve and optimize the products with potential among the existing
products. At the same time, it will further extend and expand the series of
products with an aim to focus on the new demand and new hot spots of the
market. Currently, the middle aged and elderly attach increasing importance
to the prevention of diseases and pay attention to daily healthcare, and
the demand for healthcare products including nutrients, Chinese medicinal
drinks and meal drinks has rapid growth. The Group could fully utilize the
existing production capacity to gradually develop and produce these types
of products so as to expand the source of revenue and share the fixed
costs at the same time. Among the existing product lines of the Group, it
will enhance the local delivery services for the intravenous infusion solution
products so as to secure more market shares in Fujian Province. The
Group will re-design the packaging of granules and syrup products and
upgrade the brand image of the Group for better and convenient use by the
customers.

Finance leasing business: After a year of establishment and development,
Union Development Finance Lease (Shenzhen) Company Limited* (Ef#&
ErEME CFII) BRR2AR]), an indirectly wholly-owned subsidiary under
the Group has achieved initial results and begun to contribute continuous
operating profits to the Group. In 2018, the leasing company will gradually
explore direct leasing of medical devices and rehabilitation equipment
targetting consumers and acquiring customers and providing customers
with relevant health management and rehabilitation services by leveraging
on online information platforms and the establishment of healthcare services
stations by way of self-operated and franchised businesses in communities
in the PRC. This model of leasing combined with service is in line with the
consumption trend of leasing instead of buying and will bring a large number
of potential pharmaceutical customers for the Group and benefit the Group
to carry out secondary sales of medicines and healthcare products through
combination with the Group’s pharmaceutical business.

Precision medicine: Zhejiang Sanai Biotechnology Company Limited* (34
T2 4 MR AR A A, an indirectly wholly-owned subsidiary under
the Group and Yangtze Delta Region Institute of Tsinghua University in
Zhejiang officially began to set up Tsinghua Yangtze Delta Region Sanai
Precision Medicine Research and Development Center in November 2017,
and relevant work has been carried out. The Group firmly believes that
biotechnology and precision medicine are the main ways and tools to cure
human diseases in the future. The Group will have close cooperation with
scientific research teams in precise detection, genome editing, cell therapy,
regenerative medicine and the research and development of targeted drugs
to introduce capital and market resources for the project teams, striving to
turn scientific research achievements into the Group’s products to benefit
the society.
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Embracing the Internet: China’s Internet development is ahead of the
world. With the popularization of the mobile internet, traditional industries
are constantly being revolutionized, new models are emerging continuously,
the product life cycle of enterprises is becoming shorter, the demand
of customers is more personalized, and the external environment of
enterprises is changing rapidly. Under such circumstance, the management
understands profoundly that only by embracing changes and the internet
with a positive attitude can we win the opportunity for the development of
the Group, thus driving the flow of technology, capital, talent and logistics
with information flow. The pharmaceutical industry is a relatively traditional
and conservative industry and enormous market opportunities will exist in
the pharmaceutical industry with the use of internet. At this stage, if the
Group can seize opportunities to make changes and use the internet to
realize innovations in technology, product and sales, there will be chances
for the Group to change the predicament that it’'s confronted with. The
Group will invest resources to develop mobile applications and WeChat
programs to achieve online leasing of medical devices and equipment
and online sales of medical healthcare products. Blockchain technology
is also a significant technological innovation of the internet, as it provides
a credible, open and secure data storage and interactive network for
business communities. For the health industry, blockchain technology can
be applied to the storage and use of genetic and medical data. Through
decentralized anonymous storage by using the blockchain technology, the
genetic information can only be viewed, used and analyzed with personal
permission. The Group will continue to pay attention to such emerging
technologies and invest resources to carry out relevant projects in due
course.

E-commerce: The Group notes that the varieties of overseas healthcare
food are rich while developing its own brand of healthcare products
business, and notices that the healthcare products from Australia, Japan
and Germany are especially popular in the domestic citizens. However,
these overseas healthcare products are imported by way of general
trading which required registration and filing (usually taking 3 to 5 years) in
accordance with the regulatory requirements of the China Food and Drug
Administration. Domestic customers purchase these healthcare products
mainly through overseas travelling or cross-border e-commerce platforms.
In particular, as a free trade port, Hong Kong has natural advantages for
commencing cross-border e-commerce. Its unique geographical location
and taxation system also attracts many customers from the Mainland to
purchase pharmaceutical products, healthcare products and cosmetic
products. In 2018, the Hong Kong government even mentioned in the
Budget to invest HK$250 million in assisting enterprises to capture the
opportunities from the One Belt One Road and Guangdong-Hong Kong-
Macao Bay Area and emphasize on the development of e-commerce
and reserve HK$5 billion for rebuilding Air Mail Centre of Hong Kong
International Airport. The Group will capture the opportunities and combine
with the geographical advantage of Hong Kong to finance the establishment
of e-commerce platforms and physical shops in Hong Kong with the
Group’s internal resources, and search for overseas quality healthcare
products and maternal and child supplies so as to satisfy the needs of the
domestic customers and tourists travelling to Hong Kong. The Group hopes
to bring the advanced internet technologies and business models to Hong
Kong to build a leading local cross-border shopping mall in Hong Kong
by combining with the new retail technologies and the internet third party
payment services.
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Open organization: The development of enterprises cannot rely only on
internal growth. In the era of internet, it’'s even more important to establish
a collaboration with external resources of enterprises, set up partner
teams and ecosystems in their own sub-sectors and build an open and
ecological organization of the team partner system, which is in line with the
characteristics of the times and reflects the features of the industry and the
Group. In order to build an ecological enterprise, the first thing we need to
do is to reform ideas, establish business core values and define the mission
of the enterprise. The Group will create a “three love culture”, namely,
love life, love nature and love society, and take this culture as the code of
conduct of the Company to unify employees, partners and organization
members that recognize the core values of the enterprise, thus forming a
corporate cultural atmosphere featuring shared resources and benefits and
teams advancing together. The Group will connect suppliers, distributors
and consumers through the construction of information network,
achieve the internal products and projects of the enterprise through
external resources outside the organization and share achievements with
participants. The Group will focus on building core brands and culture and
open products, research and development, production, sales and other
functions on a gradual basis, thus creating a mutually-built, win-win and
shared new business form.

FINANCIAL REVIEW

For the year ended 31 December 2017, the Group achieved a total revenue
of RMB62.5 million, declining by 76% as compared to RMB263.0 million
in 2016, and gross loss margin was 91% (2016: gross profit margin 7%).
The Group recorded a loss attributable to owners of the Company of
RMB1,152.5 million (2016: RMB396.3 million). Loss for the year increased
due to impairment loss on goodwill, property, plant and equipment, land use
right, amount due from an associate and a reversal of deferred tax asset.
The basic loss per share was RMB47.8 cents (2016: RMB20.0 cents).

Liquidity, Financial Resources and Capital Structure

As at 31 December 2017, the Group had cash and cash equivalents of
approximately RMB61.7 million (2016: approximately RMB147.5 million)
and most cash and cash equivalents were denominated in Renminbi and
Hong Kong dollars. The decrease in cash and cash equivalents during the
year under review was mainly due to the increase of capital expenditure
of the Group. As at 31 December 2017, the Group’s secured bank loans
which were secured by land use rights and property, plant and equipment
amounted to approximately RMB281.9 million (2016: RMB85.6 million). The
loans were denominated in Renminbi, carried interest at fixed rates ranging
from 4.6% to 6.3% (2016: 4.6% to 4.8% respectively) per annum and are
repayable within 1 year. During the year, the Group did not use any financial
instruments for hedging purpose.
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The Group reviewed the capital structure by using 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 gearing ratio of the Group was approximately 135.0% as at
31 December 2017 (2016: approximately 10.9%).

Fund Raising Activity

On 13 October 2017, in order to enlarge the shareholder base and the
capital base of the Company as well as to strengthen the Group’s financial
position for future development of the Group, the Company entered into a
placing agreement with a placing agent, pursuant to which the Company
conditionally agreed to place, through the placing agent, on a best effort
basis, 451,350,000 new ordinary shares of the Company of HK$0.01 each
to not less than six independent placees at HK$0.24 per placing share. The
above placing was completed on 6 November 2017 and the net proceeds
amounted to approximately RMB88.7 million (equivalent to approximately
HK$104.4 million, representing a net placing price of HK$0.23 per placing
share). As at 31 December 2017, approximately RMB34.8 million of the
net proceeds was being applied as registered capital of the newly set
up subsidiaries within the Group, with the remaining as cash deposits in
financial institutions in Hong Kong.

On 13 October 2017, being the date of the placing agreement, the closing
price of the Company’s shares was HK$0.295 per share as quoted on the
Stock Exchange. Details of the placing are set out in the announcement of
the Company published on 13 October 2017.

Exposure to Fluctuation in Exchange Rates

During the year ended 31 December 2017, the Group conducted
its business transactions principally in Renminbi. The Group has not
experienced any material difficulties or negative impacts on its operations
as a result of fluctuations in currency exchange rates. As at 31 December
2017, the Group did not have any foreign exchange contracts, interest
or currency swaps or other financial derivatives for hedging purpose.
Therefore, the Group was not exposed to any material interest and
exchange risks.

Pledge of Assets

At 31 December 2017, the Group had land use rights with a net book
value of approximately RMB®6,040,000 (2016: RMB28,308,000) and
property, plant and equipment with a net book value of approximately
RMB28,547,000 (2016: RMB138,834,000) which were pledged to a bank
as collateral against the bank loans.

Contingent Liabilities
As at 31 December 2017, the Group had no material contingent liabilities
(2016: Nil).

Significant Investments
During the year ended 31 December 2017, the Group held no significant
investments (2016: Nil).
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Management Discussion and Analysis

BEEENWE DM

Material Acquisitions and Disposals of Subsidiaries, Associates and
Joint Ventures

During the year ended 31 December 2017, the Group had no material
acquisitions and disposals of its subsidiaries, associates and joint
ventures.

The Number and Remuneration of Employees

During the year ended 31 December 2017, the Group employed
approximately 285 employees (2016: 355 employees) with a staff
cost of approximately RMB17,022,000 (2016: approximately
RMB33,175,000). The Group determines staff remuneration in
accordance with prevailing market salary level, individual qualifications
and performance. Remuneration packages including performance
bonuses and entitlements to share options are reviewed on a regular
basis.

Capital Expenditure

During the year ended 31 December 2017, capital expenditure
of the Group for property, plant and equipment and for the
construction and development of existing factory located in Fujian
Province for its own use in its ordinary and usual course of business
amounted to approximately RMB204,513,000 (2016: approximately
RMB435,477,000).

Capital Commitment

As at 31 December 2017, the Group’s capital expenditure contracted
for but not provided in the financial statements amounted to
approximately RMB8,100,000 (2016: approximately RMB30,885,000).

Dividend
The Board does not recommend payment of any final dividend for the
year ended 31 December 2017 (31 December 2016: Nil).

Directors’ Securities Transactions

The Company has adopted the Model Code for Securities Transactions
by Directors of Listed Issuers (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 has made
specific enquiries with all Directors and all Directors confirmed that
during the year ended 31 December 2017, they had fully complied with
the required standards as set out in the Model Code.

Material Uncertainty Relating to Going Concern

For the year ended 31 December 2017, the Group incurred a net loss
of RMB1,151,744,000 and as of that date, the Group had net current
liabilities of RMB44,836,000. These conditions indicate the existence
of a material uncertainty which may cast significant doubt about the
Group’s ability to continue as a going concern and therefore the Group
may be unable to realise its assets and discharge its liabilities in the
normal course of business.

Sanai Health Industry Group Company Limited e Annual Report 2017
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Management Discussion and Analysis

The directors of the Company have taken steps to improve the Group’s
liquidity and solvency position after having considered the following:
(i) an expected ability and successfully refinance interest-bearing bank
borrowings in aggregate of RMB167,542,000 as at 31 December 2017;
(i) the availability of loan facilities of HK$150,000,000 (equivalent to
approximately RMB120,000,000) granted by a non-banking financial
institution in Hong Kong in April 2018; and (iii) the forecasted operating
cash outflows for the year ending 31 December 2018. The directors are
of the opinion that the Group will be able to generate sufficient funds to
meet its financial obligations when they fall due in the foreseeable future.
Accordingly, the consolidated financial statements of the Group have
been prepared on a going concern basis.

Litigation

On 27 March 2018, Fuzhou Sanai initiated a litigation (the “Litigation”)
against Antu Guanghui as Fuzhou Sanai sought to terminate the
cooperative plantation contract entered into on 4 November 2016
and requested Antu Guanghui to refund the investment amount (with
interests) in the sum of RMB98.756 million, and pay the costs of the
Litigation. The Litigation was accepted by the Intermediate People’s
Court of Fuzhou City, Fujian Province, China on 30 March 2018.

As at the date of this annual report, the Litigation has not yet proceeded
to trial. The Company will make further announcements in due course
to inform shareholders and potential investors of the Company of any
further significant development in the Litigation.

* for illustrative purpose only
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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.

CORPORATE GOVERNANCE PRACTICES

The Company has complied with the provisions as set out in the Corporate
Governance Code (the “CG Code”) during the year ended 31 December
2017 as contained in Appendix 14 to the Rules (the “Listing Rules”)
Governing the Listing of Securities on The Stock Exchange of Hong Kong
Limited (the “Stock Exchange”), ensuring that the Company is up to the
requirements of being diligent, accountable and professional, except for
deviation from code provision A.2.1 of the CG Code in respect of the roles of
chairman (“Chairman”) and chief executive officer (“Chief Executive Officer”)
of the Company as further elaborated below.

DIRECTORS’ SECURITIES TRANSACTIONS

The Company has adopted the Model Code for Securities Transactions by
Directors of Listed Issuers (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 has made specific enquiries of
all Directors and each Director confirmed that during the year ended 31
December 2017, they fully complied with the required standards as set out
in the Model Code.

BOARD OF DIRECTORS

As at the date of this report, the Board consists of six members, with three
executive Directors, namely, Mr. Chen Chengqging, Ms. Hung Hoi Lan and
Professor Zhang Rongging, and three independent non-executive Directors,
namely, Mr. Tu Fangkui, Mr. Wang Zihao and Mr. Long Jun. All Directors
have distinguished themselves in their field of expertise, and have exhibited
high standards of personal and professional ethics and integrity. The
biographical details of each Director are shown on pages 34 to 35 of this
Annual Report. There is no relationship among the Directors.

The Board is responsible for planning and overseeing the overall
development and management of the Group with the objective of enhancing
shareholders’ value. The Board, led by the Chairman, is responsible for
the approval and monitoring of the overall strategies and policies of the
Group, approval of annual budgets and business plans, evaluation of the
Company’s performance and oversight of the works of management.

The Board is accountable to the shareholders and report to them at general
meetings. The day-to-day operations of the Group are delegated to the
management.
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The Board meets regularly throughout the year to review the overall
strategy and to monitor the operation as well as the financial performance
of the Company. The Chairman focuses on the Company’s strategy and is
responsible for chairing and managing the efficient operation of the Board
and ensuring that all key issues are considered by the Board in a timely
manner. Notice of at least 14 days has been given to all Directors for all
regular Board meetings and the Directors can include matters for discussion
in the agenda whenever they consider appropriate and necessary. Agenda
and accompanying Board papers in respect of regular Board meetings
are dispatched in full to all Directors within a reasonable time before the
meeting. Directors have to declare their direct or indirect interests, if any,
in any proposals or transactions to be considered at Board meetings and
abstain from voting as appropriate. Draft minutes of all Board meetings
are circulated to Directors for comment within a reasonable time prior to
confirmation. The Board meets at least 4 times a year, at approximately
quarterly intervals, to review the financial performance, results of each
period, material investments and other matters of the Company that require
the resolution of the Board. Simultaneous conference call may be used to
improve attendance when individual Director cannot attend the meeting in
person. Opinions of the independent non-executive Directors are actively
sought by the Company if they are unable to attend the meeting in person.

Minutes of Board meetings are kept by the company secretary of the
Company (“Company Secretary”); all Directors have access to Board papers
and related materials, and are provided with adequate information in a
timely manner; this enables the Board to make informed decision on matters
placed before it.

In respect of the corporate governance functions, during the year under
review, the Board formulated the terms of reference on the corporate
governance duties and performed corporate governance duties in
accordance with the terms of reference. To be specific, the Board mainly
performed the following corporate governance duties during the year under
review:

o To review the Company’s policies and practices on corporate
governance and make recommendations;

. To review and monitor the training and continuous professional
development of Directors and senior management;

o To review and monitor the Company’s policies and practices on
compliance with legal and regulatory requirements;

. To develop, review and monitor the code of conduct applicable to
directors and employees; and

. To review the Company’s compliance with the CG Code and
disclosure in the Corporate Governance Report.

BOARD ATTENDANCE

For the year ended 31 December 2017, the Board had convened nine Board
meetings and two general meetings.
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Attendance records of the Directors are as follows:

BERzHFECHENAT

Number of

attendance of

Board meetings

Number of
attendance of
general meetings

Directors EEEEE BRERE
BE R HE R
Executive Directors HITES

Mr. Chen Chengging (Chairman) PRACE SE £ (%) 5/7 2/2
(appointed with effect from (H=—F—+F=-A++H (Note 1) (Note 1)
17 February 2017) HEZ) (MI5E1) (P&ET)

Ms. Hung Hoi Lan AER Lt 5/7 0/2
(appointed with effect from (H=—F—+F=A++H (Note 1) (Note 1)
17 February 2017) L) (M) (fEE1)

Professor Zhang Rongqing REBEHIK 1/1 0/0
(re-designated with effect from (B =F—+tFNA1HAEHE) (Note 2) (Note 2)
15 September 2017) (3x2) (FF&E2)

Mr. Lin Ou Wen (Chairman) MBS A (£ ) 5/5 1/1
(retired with effect from 16 June 2017) (H=F—+FNA+NHERE) (Note 3) (Note 3)

(H3E3) (PffEE3)

Mr. Lin Min MEEE
(resigned with effect from (B —F—+F = A++HEFT) 2/2 0/0
17 February 2017) (Note 4) (Note 4)

(3% 4) (PFF5E4)

Independent non-executive Directors BIKHITES

Mr. Tu Fangkui BBt E 1/4 0/1
(appointed with effect from 16 June 2017) (B =F—+FNAINHEESF) (Note 5) (Note 5)

(MI3E5) (FF3ES)

Mr. Wang Zihao FFEEE 4/4 1/1

(appointed with effect from 16 June 2017) (H=F—+FNA+NAEEZIE) (Note 5) (Note 5)
(H3%5) (FF&ES)

Professor Zhang Rongqaing SRR HIK 3/3 0/1
(appointed with effect from 16 June 2017 (H=F—+tFNA+~H (Note 2) (Note 2)
and re-designed with effect from HLEEERBH -FE—+F (MfzE2) (fFzE2)
15 September 2017) LA+ 7 AEEE)

Mr. Long Jun PEE - 1/1 0/0
(appointed with effect from (H=F—+tFNA+HHAEEZT) (Note 6) (Note 6)
15 September 2017) (ff5E6) (fF5ES)

Mr. Zhang Jie RFESE A 5/5 0/1
(retired with effect from 16 June 2017) (B =—F—+LF A+ NHEET) (Note 7) (Note 7)

(M3E7) (B&ET)

Mr. Zhang Xuewen RESEE 5/5 0/1

(retired with effect from 16 June 2017) (H=F—+FNA+NHERE) (Note 7) (Note 7)
(M3x7) (PfsET)

Mr. Wu Chenghan R - 5/5 0/1

(retired with effect from 16 June 2017) (B =—F—+LF A+ NHEET) (Note 7) (Note 7)
(M3E7) (BEET)
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Notes:

(1) Mr. Chen Chengaging and Ms. Hung Hoi Lan were appointed with effect from 17
February 2017, only 7 Board meetings and 2 general meetings were held during their
appointment period.

(2 Professor Zhang Rongging was appointed as independent non-executive director
with effect from 16 June 2017 and re-designated as executive director with effect
from 15 September 2017. Only 3 Board meetings and 1 general meeting were held
during his appointment period as independent non-executive director. Only 1 Board
meeting and no general meeting was held during his appointment period as executive
director.

()] Mr. Lin Ouwen retired with effect from 16 June 2017, only 5 Board meetings and 1
general meeting were held during his appointment period.

(4) Mr. Lin Min resigned with effect from 17 February 2017, only 2 Board meetings and
no general meeting were held during his appointment period.

5) Mr. Tu Fangkui and Mr. Wang Zhao were appointed with effect from 16 June 2017,
only 4 Board meetings and 1 general meeting were held during his appointment.

6) Mr. Long Jun was appointed with effect from 17 February 2017, only 1 Board
meetings and no general meeting were held during his appointment period.

(7) Mr. Zhang Jie, Mr. Zhang Xuewen and Mr. Wu Chenghan retired with effect from
16 June 2017, only 5 Board meetings and 1 general meeting were held during their
appointment.

8) Pursuant to code provision A.6.7 of the CG Code, independent non-executive
Directors should also attend general meetings. Mr. Tu Fangkui, Professor Zhang
Rongqging, Mr. Long Jun, Mr. Zhang Jie, Mr. Zhang Xuewen and Mr. Wu Chenghan,
the independent non-executive Directors, did not attend the general meeting of the
Company due to their own business arrangement.

CHAIRMAN AND CHIEF EXECUTIVE OFFICER

Under code provision A.2.1 of Appendix 14 to the Listing Rules, the roles
of Chairman and Chief Executive Officer of an issuer should be separate
and should not be performed by the same person. The Company does not
at present have the role of Chief Executive Officer. Mr. Chen Chengging is
the Chairman responsible for overseeing the operations of the Group. The
Board considers that vesting the role of the Chairman and Chief Executive
Officer in the same person facilities the execution of the Company’s
business strategies and maximizes the effectiveness of its operations. On
the other hand, there are three independent non-executive Directors in the
Board, all of them possess adequate independence and therefore the Board
considers the Company has provided sufficient protection to the balance
between its interests and the interests of its shareholders. The Board shall
review the structure from time to time and shall consider the appropriate
adjustment should suitable circumstance arise.

NON-EXECUTIVE DIRECTORS

In full compliance with Rules 3.10(1), 3.10(2) and 3.10A of the Listing Rules,
during the year ended 31 December 2017, the Company has appointed
three independent non-executive Directors, at least one of whom has
appropriate professional accounting qualifications or related financial
management expertise. The Company has received from each independent
non-executive Director an annual confirmation of his independence, and the
Company considers such Directors to be independent in accordance with
the independence guidelines set out in Rule 3.13 of the Listing Rules.
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All non-executive Directors (including independent non-executive Directors)
are appointed for a term of one year. The appointment contracts will be
renewed every year and they are subject to retirement by rotation and re-
election by shareholders in accordance with the articles of association of
the Company. The responsibilities of the non-executive Directors include,
without limitation: regular attendance at meetings of the Board and of
board committees of which they are members; provision of independent
opinions at meetings of the Board and other board committees; resolution
of or taking the lead where there is potential conflict of interests; service
on the audit committee (“Audit Committee”), remuneration committee
(“Remuneration Committee”) and nomination committee (“Nomination
Committee”) of the Company; and scrutinizing and monitoring the
performance of the Company.

BOARD DIVERSITY

The Board has adopted the Board Diversity Policy in August 2013 whereas
such Policy states the method by which the board diversity can be reached.

To the knowledge of the Company, the fact that the Board has become
gradually more and more diversified has helped the Company achieved its
strategic objective and has provided support for the Company’s sustainable
development.

The Company aims to achieve Board diversity by taking into consideration
of various factors including the age, culture and educational background,
race, professional experience, knowledge and other qualifications. When
the Company determines the best combination for the members of the
Board, it will, from time to time, take into consideration of its own business
mode and specific needs.

The Nomination Committee has designed measurable goals according
to four major aspects (namely, the age, professional qualification, term
of service and independence) for purposes of implementing the Board
Diversity Policy and considered that these goals have been achieved
satisfactorily during the year. The relevant goals will be reviewed from time
to time so as to ensure its appropriateness and its progress for achieving
such goals. The Nomination Committee will review the Board Diversity
Policy from time to time (if appropriate) to ensure that such Policy continues
to be effective.

DIRECTORS’ INDUCTION AND CONTINUOUS PROFESSIONAL
DEVELOPMENT

On appointment to the Board, each Director receives a comprehensive
induction package covering business operations, policy and procedures of
the Company as well as the general, statutory and regulatory obligations
of being a Director to ensure that he/she is sufficiently aware of his/
her responsibilities under the Listing Rules and other relevant regulatory
requirements.

The Directors are regularly briefed on the amendments to or updates on
the relevant laws, rules and regulations. In addition, the Company has been
encouraging the Directors and senior executives to enrol in a wide range
of professional development courses and seminars relating to the Listing
Rules, Companies Ordinance/Act and corporate governance practices
organised by professional bodies, independent auditors and/or chambers in
Hong Kong so that they can continuously update and further improve their
relevant knowledge and skills.
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From time to time, Directors are provided with written training materials to
develop and refresh their professional skills; during the year under review,
the Company Secretary also organised and arranged seminars on the latest
development of applicable laws, rules and regulations for the Directors to
assist them in discharging their duties.

According to the records maintained by the Company, the Directors
received the following training with an emphasis on the roles, functions and
duties of a director of a listed company in compliance with the requirement
of the CG Code on continuous professional development during the period
from 1 January to 31 December 2017:
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Read Seminars/ Read Seminars/
Directors Materials Briefing Materials Briefing
EE BENE LEBE/ R BENE LEEE R
Executive Directors HiES
Mr. Chen Chengging (Chairman) BRERE(ER) y
(appointed with effect from (B=F—+F=f++HEEZF)
17 February 2017)
Ms. Hung Hoi Lan et v v
(appointed with effect from (B=F—+F=F++AEEZE)
17 February 2017)
Professor Zhang Rongaing REEHR v v
(re-dlesignated with effect from (H=F—+FNF1HAEHE)
15 September 2017)
Mr. Lin Ou Wen (Chairman) B E (ER) V
(retired with effect from 16 June 2017) (B=F—+FENA T HERE)
Mr. Lin Min e y
(resigned with effect from (B=F—+F=F1EHEFHIL)
17 February 2017)
Independent non-executive Directors BiukBTES
Mr. Tu Fangkui BAEEAE V
(appointed with effect from 16 June 2017) (I =F—+Fx A+ HHEEZ(T)
Mr. Wang Zihao TFRESE v V
(appointed with effect from 16 June 2017) (B =F—FF A+ NHEEZHE)
Professor Zhang Rongaging REBHR vV
(appointed with effect from (B=FE—+FANATNAEEZER
16 June 2017 and re-designed with BZFE—FFENATHAERF)
effect from 15 September 2017)
Mr. Long Jun B%ﬁ%i v V
(appointed with effect from (B=F—+FNATHAEEZE)
15 September 2017)
Mr. Zhang Jie REEE v
(retired with effect from 16 June 2017) ( B=F—+tFENAFNHERE)
Mr. Zhang Xuewen BYEE V
(retired with effect from 16 June 2017) ( H=F—HENAFAAERF)
Mr. Wu Chenghan SRELE v v

(retired with effect from 16 June 2017) (B=F—+FNATNAEEF)
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DIRECTORS’ AND OFFICERS’ LIABILITY

The Company has renewed Directors’ and Officers’ liabilities insurance for
all the Directors and the senior management of the Company for the year
2017/2018. The insurance covers them against costs, charges, expenses
and liabilities incurred arising out of the corporate activities.

BOARD COMMITTEES

The monitoring and assessment of certain governance matters are allocated
to three committees which operate under defined terms of reference.

AUDIT COMMITTEE

The Company has established an audit committee with written terms of
reference in compliance with the Listing Rules. The composition of the Audit
Committee and their attendance records for the year ended 31 December
2017 were as follows:

EENSABEER
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Directors Number of attendance of

BE R

Independent non-executive Directors BYFHITES

Mr. Wang Zihao (Chairman) TFEEE(ER) 11
(appointed with effect from 16 June 2017) (H=—F—+FENAFNNHEEZ(F)

Mr. Tu Fangkui BhABEE 0/1
(appointed with effect from 16 June 2017) (H=F—+FNAFNAEEZ(E)

Professor Zhang Rongqaing R EHIR 1/1
(appointed with effect from 16 June 2017 (B =—F—+FNATNAELEEZER
and re-designated with effect from B —FE—+FNA+FHHEHFT)
15 September 2017)

Mr. Long Jun PEE AL 0/0
(appointed with effect from (H=F—+FNA+HHAEEZI)
15 September 2017)

Mr. Zhang Jie (Chairman) REEEE(ER) 2/2
(retired with effect from 16 June 2017) (H=F—+FNAFNHERE)

Mr. Zhang Xuewen SREXFE 2/2
(retired with effect from 16 June 2017) (H=F—+FNA+NHERE)

Mr. Wu Chenghan R EE 2/2

(retired with effect from 16 June 2017)

(= F—+F A1 HERE)

MR RESEOR S HEINAEREEN

Each member can bring to the committee his valuable experience in
reviewing financial statements and evaluating significant control and
financial issues of the Company as each of them possesses management
experience in the accounting profession or commercial sectors.

The principal duties of the Audit Committee include the review and
supervision of the Company’s financial reporting system, financial
statements and internal control procedures. The Audit Committee also
monitors the appointment of the Company’s external independent auditor.
The terms of reference of the Audit Committee are available for inspection
on the Company’s website at www.1889hk.com and the website of the
Stock Exchange.
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The Audit Committee shall meet at least twice a year. During the year under
review, three meetings (on 4 January 2017, 13 April 2017 and 30 August
2017) were held. For the two meetings held on 4 January 2017 and 13
April 2017, the consolidated financial statements of the Company for the
financial year ended 31 December 2016 and the Company’s internal control
system reports were reviewed, and with recommendation to the Board
for further approval. For the meeting held on 30 August 2017, the Audit
Committee reviewed the consolidated financial statement of the Company
for the six months ended 30 June 2017 and the Company’s internal control
system reports were reviewed, and with recommendation to the Board
for further approval. The annual results announcement and annual report
of the Group and the reports on the Company’s internal control and risk
management systems for the year ended 31 December 2017 had also
been reviewed by the Audit Committee in the meeting held on 20 April
2018, with no disagreement among all Audit Committee members, and with
recommendation to the Board for approval.

REMUNERATION COMMITTEE

The Company has established a remuneration committee with written terms
of reference in compliance with the Listing Rules. The composition of the
Remuneration Committee and their attendance records for the year ended
31 December 2017 were as follows:

REIBIRL
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Directors Number of attendance of

BE R B

Executive Directors HITES

Mr. Chen Chengging FRAK B ST
(appointed with effect from 17 February 2017) (H=—F—+tF=H++HEEZ(F) 1/1

Mr. Lin Ou Wen NES & 3/3
(retired with effect from 16 June 2017) (H=—F—+tFNA+NHERT)

Independent non-executive Directors BIFHITES

Mr. Wang Zihao (Chairman) TFEEE(ER) 11
(appointed with effect from 16 June 2017) (H=F—+tFNAFNNHEIESZ(F)

Mr. Tu Fangkui BB EE 1/1
(appointed with effect from 16 June 2017) (H=F—+FNA+NAEEZIE)

Professor Zhang Rongqaing R BEHIR 1/1
(appointed with effect from 16 June 2017 (H=F—tFNA+NAEEZER
and re-designed with effect from B =—FE—+FN A+ FHHEHFT)
15 September 2017)

Mr. Long Jun PRELAE 0/0
(appointed with effect from (H=F—+FNA+AHHAEEZF)

15 September 2017)

Mr. Zhang Jie (Chairman) REESLE(ER) 3/3
(retired with effect from 16 June 2017) (EE’_jf +FNA N HERF)

Mr. Zhang Xuewen B hE 3/3
(retired with effect from 16 June 2017) ( A =F—+FNAFNHERE)

Mr. Wu Chenghan R EE 3/3

(retired with effect from 16 June 2017)

(B =F—+F XA NAERE)

The Board has delegated the authority to the Remuneration Committee
to review and recommend to the Board the compensation scheme of the
Directors as well as that of the senior management staff.

%’\?‘*é TEE SR EERSRERR
MR IR A E SRR R -
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The main function of the Remuneration Committee is to assist the Board
to oversee the Company’s remuneration packages, bonus and other
compensation payable to Directors and senior management and establish
a transparent procedure for developing policy on such remuneration. The
Board shall provide sufficient resources to the Remuneration Committee to
enable it to discharge its duties.

During the year under review, the Remuneration Committee has conducted
four meetings on 4 January 2017, 17 February 2017, 28 April 2017 and
15 September 2017. The Remuneration Committee assisted the Board
to review and made recommendations to the Board on the remuneration
of newly appointed executive Directors and independent non-executive
Directors. The terms of reference of the Remuneration Committee are
available for inspection on the Company’s website at www.1889hk.com and
the website of the Stock Exchange.

The Company adopted a share option scheme for the senior management
and employees on 16 June 2017, which serves as incentives or rewards to

FMEE e T RRAE RN EESERARA
XNEERSREEE 2HMES  BERE
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TEERBVIERTE S 2 HMEL SRR Mt
GREEEREEZ FWEZE e BESE
AR B A8 www. 1889hk.com K Bk 32 pird
VR o
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attract, retain and motivate staff.

NOMINATION COMMITTEE

The Company has established a nomination committee with written terms
of reference. The composition of the Nomination Committee and their
attendance records for the year ended 31 December 2017 were as follows:

LATREE - BB MEE T -

REZEY
ARFRRIIREE B & B ABER
B R-F—tF+-A=+—BILFE i
5FE RS Z AR RESHOEERGIT -

Directors Number of attendance of

== R B

Executive Directors HITES

Mr. Chen Chengging (Chairman) PRACE L (X%)
(appointed with effect from 17 February 2017) (I —F—+F - H++HEEZE) 1/1

Mr. Lin Ou Wen (Chairman) MBS S A (EFE) 3/3
(retired with effect from 16 June 2017) (H=F—+FNA+NHERE)

Independent non-executive Directors BAEHMITES

Mr. Wang Zihao FFREE 1/1
(appointed with effect from 16 June 2017) (H=F—+FNAFNHEEZ(E)

Mr. Tu Fangkui Br#EE 11
(appointed with effect from 16 June 2017) (H=F—+FNA+NAEEZIE)

Professor Zhang Rongqaing R EHIR 1/1
(appointed with effect from 16 June 2017 (B=F—tFNAFTNAEEZER
and re-designed with effect from H=—F—+FNA+ A AEFT)
15 September 2017)

Mr. Long Jun RESLE 0/0
(appointed with effect from (H=F—+tFNA+HAEEZI)
15 September 2017)

Mr. Zhang Jie RIS & 3/3
(retired with effect from 16 June 2017) (B =F—+F XA AERE)

Mr. Zhang Xuewen REXFEE 3/3
(retired with effect from 16 June 2017) (H=F—+FNAFNHERE)

Mr. Wu Chenghan KRBT E 3/3

(retired with effect from 16 June 2017)

(i —F—+FXHFNAERE)
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The main functions of the Nomination Committee are to review the
structure, size and composition of the Board, to identify individuals who
are suitably qualified to become members of the Board, and to assess the
independence of the independent non-executive Directors. Having regard to
the independence and quality of nominees, the Nomination Committee shall
make recommendations to the Board so as to ensure that all nominations
are fair and transparent. The Nomination Committee is also responsible for
reviewing the succession planning for Directors, in particular the chairman of
the Board and the chief executive officer of the Company and reviewing the
objectives set for implementing and reviewing the Board Diversity Policy as
well as the composition and diversity of the Board. The Board shall provide
sufficient resources to the Nomination Committee to enable it to discharge
its duties.

Pursuant to the Company’s articles of association, one-third of the Directors
for the time being (or, if their number is not a multiple of three, then the
number nearest to but not less than one-third) shall retire from office by
rotation at each annual general meeting of the Company provided that every
Director shall be subject to retirement at least once every three years. The
retiring Directors are eligible to offer themselves for re-election.

During the year under review, the Nomination Committee has conducted
four meetings on 4 January 2017, 17 February 2017, 28 April 2017 and
15 September 2017, in which the members of Nomination Committee
performed appraisal of newly appointed executive Directors and
independent non-executive Directors, recommended the Board to appoint
them as Directors and some of them as members of Board committees and
reviewed the independence of the independent non-executive Directors.
During the year under review, the Nomination Committee also monitored
the implementation of the Board Diversity Policy. The terms of reference of
the Nomination Committee are available for inspection on the Company’s
website at www.1889hk.com and the website of the Stock Exchange.
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SENIOR MANAGEMENT’S REMUNERATION

Senior management’s remuneration paid by the Group for the year ended
31 December 2017 falls within the following band:

SEAEE L A
FEERBE-Z—tF T - A=+T—RHLF
ERERERES N2 FUTEHE

Number of individuals

AH

Nil to HK$1,000,000 Z£%1,000,0008 7T

AUDITOR’S REMUNERATION

The total remuneration paid or payable to the Company’s external auditor,
Crowe Horwath (HK) CPA Limited (including any entity under common
control, ownership or management with the external auditor or any entity
that a reasonable and informed third party having knowledge of all relevant
information would reasonably conclude as part of the auditor nationally
or internationally), for the year ended 31 December 2017 amounted to
HK$2,080,000.

ZEETEN &
REBE_Z—+E+_A=1+—HILEE - B
Mk EMARRINEZBAIREEE (HF) g
AN SIS AR A B (B IEE () SN A% EREM
SR—HEEIES - BARERE  KEIEMEAR
AR E = et B A e s
TERTR 2B sk B 5 2 A HAE ) S REN S 42
42,080,000 /87T °

Fee paid and payable for
the year ended 31 December

ENRENSER
BE+-A=1+—HILFE
2017
—ZT—+tEF
HK$
BT
Audit services* EZRE 1,650,000
Other services, including: HAb RS - B4E
the review of interim financial statements* FHRERI R 200,000
review risk management and internal EHRARERERAITEERR
control systems 230,000
Total #E 2,080,000
* Provided by Crowe Horwath (HK) CPA Limited

MBI EEE (F8) S EBAAR D RRM

Sanai Health Industry Group Company Limited e Annual Report 2017
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DIRECTORS’ AND AUDITOR’S RESPONSIBILITIES FOR
ACCOUNTS

The Board acknowledges their responsibility for presenting a balanced,
clear and understandable assessment of annual and interim reports,
inside information announcements and other financial disclosures required
under the Listing Rules and other regulatory requirements. The Board
acknowledges their responsibilities for the preparation of the consolidated
financial statements of the Company for the year ended 31 December 2017,
which give a true and fair view of the state of affairs of the Company and of
the results and cash flows for that period. In preparing these consolidated
financial statements, the Board has selected suitable accounting policies
and applied them consistently; made judgments and estimates that are
prudent, fair and reasonable; and have prepared the consolidated financial
statements on a going concern basis. The management is of the view that
the Group will continue as a going concern for the reasons stated as set out
in the paragraph “Material uncertainty relating to going Concern” under the
section headed “Financial Review” on page 16 of this report. The Directors
are responsible for keeping proper accounting records which disclose the
financial position of the Group with reasonable accuracy at any time.

Crowe Horwath (HK) CPA Limited, the auditor of the Company, has
presented their responsibilities in the independent auditor’s report as set out
on pages 55 to 56.

RISK MANAGEMENT AND INTERNAL CONTROL

The Board places great importance on risk management and internal control
and has ultimate responsibilities for overseeing management in the design,
implementation and monitoring of the risk management and internal control
systems on an ongoing basis. The Board is also committed to review the
adequacy and effectiveness of the Group’s risk management and internal
control systems at least annually.

The Group established the risk management and internal control systems
with aims to manage rather than eliminate the risk of failure to achieve
business objectives, and provide reasonable and not absolute assurance
against material misstatements or losses caused by judgment in decision
making process, human error, fraud or other irregularities.

In order to comply with the applicable code provisions set out in the CG
Code, the Board has engaged an independent professional firm as an
outsourced internal auditor to facilitate the Group’s internal audit function to
be equipped with adequate resources and to conduct reviews as required
by the Stock Exchange and to assist the Audit Committee and the Board
to perform review on the effectiveness of the Group’s risk management
and internal control systems for the year ended 31 December 2017 at least
annually.

During the year ended 31 December 2017, the Group has established
an internal audit charter which defined the scope and the duties and
responsibilities of the internal audit function and its reporting protocol. The
Group has conducted an annual risk assessment which identified respective
strategic risks, operational risks, financial risks and compliance risks for
each of the major business operations of the Group. Risk factors were
analyzed and consolidated at the Group level. Based on the risk assessment
results following a risk based methodology audit approach, a three-year
internal audit plan was devised which prioritized the risks identified into
respective annual internal audit projects and manage the risks accordingly.
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An annual review was performed by the independent professional internal
auditor firm according to the internal audit plan with a view to assisting
the Audit Committee and the Board to evaluate the effectiveness of
the Group’s risk management and internal control systems for the year
ended 31 December 2017. The review also covered the compliance
of code provisions as set out in the CG Code and all material controls,
including financial, operational and compliance controls at entity and
operational levels. The Company has taken further steps to enhance its
risk management and internal control systems according to some control
weaknesses that were found during risk assessment and examination of the
internal control system and strengthened the implementation of all the risk
management and internal control systems.

The Company has established procedures in handling and dissemination
of inside information in an accurate and secure manner to avoid possible
mishandling of inside information within the Group. Release of inside
information is subject to the approval of the Board. Unless duly authorized,
all staff members of the Company shall not communicate inside information
to any external parties and shall not respond to market speculation and
rumours. In addition, all external presentation materials or publications must
be pre-vetted before release.

Based on the risk management and internal control systems established
and maintained by the Group, and the work performed by the internal and
external auditors, the Audit Committee and the Board performed an annual
review on the effectiveness of the Group’s risk management and internal
control systems for the year ended 31 December 2017 and are of the view
that the Group has maintained effective and adequate risk management and
internal control systems during the year ended 31 December 2017.

COMPANY SECRETARY

The former Company Secretary, Mr. Luk Ting Fung, Kevin, resigned with
effect from 8 May 2017. The Company Secretary appointed with effect from
8 May 2017, Mr. Lock Kwong Hang, Simon, undertook not less than 15
hours of professional training during the year under review in accordance
with Rule 3.29 of the Listing Rules.

COMMUNICATIONS WITH SHAREHOLDERS

The Company believes that shareholders’ rights should be well
respected and protected. The Company endeavours to maintain good
communications with shareholders on its performance through interim
reports, annual reports, general meetings and public disclosure on the
Company’s website (www.1889hk.com) and the website of the Stock
Exchange, so that they may make an informed assessment for their
investments and exercise their rights as shareholders. The Company also
encourages shareholders’ participation through general meetings or other
means. Specific enquiries and suggestions by shareholders can be sent
in writing to the Board or the Company Secretary to the principal place of
business in Hong Kong of the Company at Unit 1309, 13th Floor, West
Tower, Shun Tak Centre, Sheung Wan, Hong Kong.
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SHAREHOLDERS’ RIGHT

Procedures to convene an extraordinary general meeting and putting
forward proposals at general meeting

Pursuant to the articles of association of the Company, any one or more
members holding at the date of deposit of the requisition not less than one-
tenth of the paid up capital of the Company carrying the right of voting
at general meetings of the Company shall at all times have the right, by
written requisition to the Board or the Company Secretary, to require an
extraordinary general meeting to be called by the Board for the transaction
of any business specified in such requisition; and such meeting shall be held
within two (2) months after the deposit of such requisition. If within twenty-
one (21) days of such deposit the Board fails to proceed to convene such
meeting the requisitionist(s) himself (themselves) may do so in the same
manner, and all reasonable expenses incurred by the requisitionist(s) as a
result of the failure of the Board shall be reimbursed to the requisitionist(s)
by the Company.

Any requisition to convene an extraordinary general meeting or proposal to
be put forward at the general meeting can be addressed to the principal
place of business in Hong Kong of the Company at Unit 1309, 13th Floor,
West Tower, Shun Tak Centre, Sheung Wan, Hong Kong. The requisitionists
must state in their request(s) the objects of the extraordinary general
meeting to be convened, and such request must be signed by all the
requisitionists. Upon receipt, the Company will verify the requisitionists’
particulars and if the request is in order, the Company will convene the
extraordinary general meeting in accordance with its articles of association.

CHANGE OF ARTICLES OF ASSOCIATION

During the year under review, there was no significant change to the articles
of association of the Company.
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Directors and Senior Management

EERSNEER

EXECUTIVE DIRECTORS

Mr. Chen Chengqing, aged 40, is a substantial shareholder of the
Company and an entrepreneur with more than 20 years of experience in
business management in the PRC. Mr. Chen is currently the chairman of
Guizhou Changtong Cable Co., Ltd., the vice president of Pingba District
Federation of Industry and Commerce, the executive vice president of
Anshun Zhejiang Federation of Commerce, a member of Pingba District
Committee of the Chinese People’s Political Consultative Conference
and the vice president of Guizhou Wenzhou Federation of Commerce.
He was appointed as an executive Director with effect from 17 February
2017. He is the sole shareholder and director of Cyber Success Global
Investments Limited, a substantial shareholder of the Company interested in
approximately 26.01% of the total number of issued shares in the Company
as at 31 December 2017.

Ms. Hung Hoi Lan, aged 28, graduated from Sun Yat-Sen University with
a bachelor’s degree in marketing in 2011. She later obtained a master
degree of science in hospitality with tourism management from University
of Birmingham in 2013. She started operating wine business ran by her
family during her studies in the United Kingdom and has joined the business
development department of Hilton Beijing since 2013. She was appointed
as an executive Director with effect from 17 February 2017.

Professor Zhang Rongqing, aged 61. He graduated from Suzhou Medical
College in 1982 with a Bachelor degree of medicine and received PhD of
animal physiology and biochemistry in Nanjing Agricultural University in
1993. Prof. Zhang has worked as professor in Tsinghua University since
1998, and he has been the associate dean of School of life Science in
Tsinghua University. He is currently a director of the Institute of Biomedical
Research in Yangtze Delta Region of Tsinghua University in Zhejiang, deputy
director of the Teaching Guidance Committee of Biological Technology and
Bio-engineering of the Ministry of Education, the member of the 3rd and
4th Advisory Group of Experts of the “973” Plan in the field of agriculture
of the Ministry of Science and Technology. Prof. Zhang has received many
awards and patents in science and technology. He is a well-known senior
expert in the field of marine biochemistry & molecular biology, marine natural
drug & gene engineering, and marine biological enzyme. Prof. Zhang has
been an independent director of Shenzhen Hepalink Pharmaceutical Group
Co., Ltd., a company listed on the Shenzhen Stock Exchange (Stock Code:
002399), since May 2014. He is also an independent director of Shandong
Oriental Ocean Sci-tech Co., Ltd., a company listed on the Shenzhen Stock
Exchange (Stock Code: 002086), since April 2017.

HITES

BRELE A - 4058 - RAABZEERERRN
TEHARBBFEELLEERERNER
PEXR - REEREIENRBREFRAAE
=R VTHRIBHAEIER RIBHIH
eRBREgR  FHEERHZEE MEMEMNE
gRIER BH-_T—EF AT LHEEZR
ERMTES - WITRAMRERREER AR
(RZE—tF+ZR=+—HARERED#
TR BB ER K26.01% e 2 AR A E
ERR) ZHE—BRNEE -

HERa L 285 R ——FEFRPI
KRB BEFEMISEHBB LB - RN
TE-=FRRRRARRSIERE LT (E/E
Nz 5B IR ) B - N BUR EHIR B A
BEFEEE - WA T —=FNALRHER
EHEEEEL - Fh-_F—tF - A+tH
REZERNITES -

REEHIR - 6158 — NN\ FREREME
Bpr o ERES4 AN — AN ZFEREYE
REBYEEEBY LY BT EFLTRE o
—NNNFREBERSBETHR - QEDS
ERELGREERGRE  BOMIEER
= AMERREDEITRE SRR HE
RSB REDFEM - £ I REEERZE
BREERTT  BREHERTRERETE
[973] FTEIE= - FUERERBEHERE
MR E o REIE G 2 N ERER SR IEE
BAZBEEFNMEBA - BEFEYESES
THEYE  EFRREYEERTEEY 8
FEYBBEEEENER -=
—NERARABFIIMEERELEBRNE
RAR(RFRINBEER S ETHAR - B
A5k : 002399) B EF - BB T —+
F0ARETLURREEERIERMDER AR
(RRYNBHER G ETHAGE - BREHRSE
002086) H B E= ©




Directors and Senior Management

INDEPENDENT NON-EXECUTIVE DIRECTORS

Mr. Tu Fangkui, aged 55, is the chairman of Shenzhen Farad Electric Co.,
Ltd with more than 20 years of experience in business management. Mr.
Tu obtained a master’s degree in Business Administration from Shanghai
Jiao Tong University. He is a member of the Shenzhen Chinese People’s
Political Consultative Conference, the vice president of Shenzhen General
Chamber of Commerce and the vice president of Shenzhen Electric Trade
Association. Mr. Tu was awarded as young science and technology experts
of Shenzhen.

Mr. Wang Zihao, aged 34, a member of the Association of Chartered
Certified Accountants (ACCA). Mr. Wang obtained a bachelor’s degree
in accounting from Queen’s University of Belfast in United Kingdom in
2006 and obtained a Master of Laws in Corporate and Financial Law from
University of Hong Kong in 2016. Mr. Wang served in KPMG Advisory
(China) Limited for over 5 years, provided advisory services to various listed
company and large-scaled state-owned enterprises. Mr. Wang has been
working in Tencent Technology (Shenzhen) Company Limited since 2013.
Mr. Wang was the account specialist member in China Emissions Exchange
since 2015.

Mr. Long Jun, aged 44, graduated from Peking University Guanghua
School of Management with an Executive Master of Business Administration
degree in 2009. Mr. Long has served as the vice president and managing
partner in Focus Media (China) Holding Co., Ltd. a subsidiary of Focus
Media Information Technology Co., Ltd., a company listed on the Shenzhen
Stock Exchange (Stock Code: 002027.SZ), since February 2014. He has
more than 15 years of management experience in the media industry.

SENIOR MANAGEMENT

Mr. Zhu Shengqin, aged 51, is the General Manager of Fujian Sanai. He
had over over 26 years of experience in the pharmaceutical industry. He
joined the Group in 2002.

Ms. Zhang Meifeng, aged 57, is the Chairman of Fujian Sanai and Fuzhou
Sanai. She had over 37 years of experience in the pharmaceutical industry.
She joined the Group in 1981.

COMPANY SECRETARY

Mr. Lock Kwong Hang, Simon, aged 38, is the Company Secretary
and Financial Controller of the Company. Mr. Lock graduated from Hong
Kong Baptist University in 2001 with a bachelor’s degree of Business
Administration. He has over 12 years of experience working in an
international audit services firm focusing on audit and assurance. Mr. Lock is
a member of the Hong Kong Institute of Certified Public Accountants since
2005. He is also a Chartered Secretary of both the Institute of Chartered
Secretaries and Administrators and the Hong Kong Institute of Chartered
Secretaries since 2009.
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Directors’ Report
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The Directors would like to present their annual report together with the
audited accounts of the Company for the year ended 31 December 2017.

CHANGE OF COMPANY NAME

Pursuant to a special resolution passed at a general meeting on 25
August 2017, the English name of the Company was changed from “Wuyi
International Pharmaceutical Company Limited” to “Sanai Health Industry
Group Company Limited” and the Chinese name of the Company was

changed from “ KRB EEFR NG " to " —EBRREXSEBR AR

PRINCIPAL ACTIVITIES

The Company is an investment holding company. The principal activities
of its major subsidiaries are set out in note 20 to the consolidated financial
statements.

RESULTS AND APPROPRIATIONS

The results of the Group for the year ended 31 December 2017 are set out in
the consolidated statement of profit or loss and the consolidated statement
of profit or loss and other comprehensive income on pages 58 to 59.

The Board of Directors do not suggest declaring any final dividend for the
year ended 31 December 2017 (2016: Nil) to the shareholders.

CLOSURE OF REGISTER OF MEMBERS

The Register of Members will be closed from Thursday, 21 June 2018
to Friday, 29 June 2018 (both days inclusive). In order to be qualified for
attending the annual general meeting in 2018, all transfers accompanied
by the relevant share certificates must be lodged with the Company’s
share registrar, Computershare Hong Kong Investor Services Limited,
Shops 1712-1716, 17th Floor, Hopewell Centre, 183 Queen’s Road East,
Wanchai, Hong Kong not later than 4:30 p.m. on Wednesday, 20 June
2018.

RESERVES

As at 31 December 2017, the Company’s reserves available for distribution
amounted to RMB155,870,000 (2016: RMB1,129,716,000). Movements in
the reserves of the Group and the Company during the year under review
are set out in consolidated statement of changes in equity on page 61 and
in note 31 to the financial statements respectively.

PROPERTY, PLANT AND EQUIPMENT

Movements in the property, plant and equipment of the Group during the
year under review are set out in note 16 to the financial statements.

SHARE CAPITAL

During the year ended 31 December 2017, 451,350,000 ordinary
shares were issued upon placing under general mandate. Details of the
abovementioned placing can be found under the paragraph headed
“Placing Agreement” in this section.

Details of movements in the share capital of the Company during the year
under review are set out in note 31 to the financial statements.
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PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the Company’s
articles of associations or the laws of the Cayman Islands which oblige the
Company to offer new shares on a pro-rata basis to existing shareholders.

TAX RELIEF

The Company is not aware of any relief from taxation available to the
shareholders of the Company by reason of their holding of the shares in the
Company.

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

The Group has not purchased, sold or redeemed any of the Company’s
listed securities during the year ended 31 December 2017.

DIRECTORS

The Directors of the Company during the year under review and up to the
date of this Annual Report were:

Executive Directors:

Mr. Chen Chengging (appointed with effect from 17 February 2017)
(Chairman)

Ms. Hung Hoi Lan (appointed with effect from 17 February 2017)

Professor Zhang Rongqing (re-designated with effect from

15 September 2017)

Mr. Lin Ou Wen (retired with effect from 16 June 2017)
(Chairman and Chief Executive Officer)
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 Rongaqing (appointed with effect from 16 June 2017

and re-designated with effect from
15 September 2017)

Mr. Long Jun (appointed with effect from
15 September 2017)
Mr. Zhang Jie (retired with effect from 16 June 2017)

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

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

All of the independent non-executive Directors are members of the
Company’s audit committee, nomination committee and remuneration
committee.

ANNUAL CONFIRMATION OF INDEPENDENCE

The Company has received from each independent non-executive Director
an annual confirmation of his independence, and the Company considers
such Directors to be independent in accordance with the independence
guidelines set out in rule 3.13 of the Listing Rules.
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BIOGRAPHICAL DETAILS OF THE DIRECTORS AND THE SENIOR
MANAGEMENT

The biographical details of the Directors and Senior Management are set out
on pages 34 to 35 of this Annual Report.

DIRECTORS’ SERVICE CONTRACTS

None of the Directors (including Directors standing for re-election in the
forthcoming annual general meeting) has entered into any contract of
service, which is not determinable by the employer within one year without
payment of compensation (other than statutory compensation), with the
Company or any of its subsidiaries.

PERMITTED INDEMNITY PROVISION

The Company has renewed the Directors’ and Officers’ liabilities insurance
for all the Directors and the senior management of the Company for the year
2017/2018. The insurance covers them against costs, charges, expenses
and liabilities incurred arising out of the corporate activities.

MANAGEMENT CONTRACTS

Save for the contracts of service entered into with respective Directors, no
contracts concerning the management and administration of the whole or
any substantial part of the business of the Company were entered into or
existed during the year under review.

RETIREMENT BENEFITS SCHEME

Details of the retirement benefits scheme is set out in note 35 to the financial
statements.

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

As at 31 December 2017, the interests or short positions of each of
the Directors and chief executives in the shares, underlying shares and
debentures of the Company and its associated corporations (within the
meaning of Part XV of the Securities and Futures Ordinance (Chapter 571
of the Laws of Hong Kong) (“SFO”)) which were recorded in the register
required to be kept by the Company pursuant to section 352 of the SFO:
or were required to be notified to the Company and the Stock Exchange
pursuant to Divisions 7 and 8 of Part XV of the SFO (including interests
or short positions which they are deemed or taken to have under such
provisions of the SFO):and were required pursuant to the Model Code to be
notified to the Company and the Stock Exchange were as follows:
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percentage of

Number of shareholding

shares (Note 3)

(Note 1) B4 IR R

Name of director Capacity BREE Aok
EENE 56 (F5E1) (M47E3)
Chen Chengging Interest of controlled corporation (Note 2) 747,113,000 (L) 26.01%

BRAXE A E s (HE2)

Sanai Health Industry Group Company Limited e Annual Report 2017



Notes:
(1) The letters “L” denotes long position in the shares.
2) These shares are registered in the name of Cyber Success Global Investments

Limited, which is wholly owned by Mr. Chen Chengging. 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.

()] The percentage of shareholding is calculated on the basis of 2,872,122,500 issued
shares of the Company as at 31 December 2017.

Save as disclosed above, as at 31 December 2017, none of the Company’s
Directors and chief executives had any interest or short position in the
shares, underlying shares or debentures of the Company or any of its
associated corporations (within the meaning of Part XV of the SFO) which
were required to be notified to the Company and the Stock Exchange
pursuant to the Model Code or which were required to be entered in the
register required to be kept under Section 352 of the SFO.

DIRECTORS’ RIGHT TO ACQUIRE SHARES OR DEBENTURES
Save for the Old Share Option Scheme and the New Share Option Scheme,
at no time during the year ended 31 December 2017 was the Company or
any of its subsidiaries a party to any arrangement to enable the Directors to
acquire benefits by means of the acquisition of shares in, or debentures of,
the Company in any other body corporate.

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

As at 31 December 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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Cyber Success Global Beneficial owner 747,113,000 (L) 26.01%
Investments Limited BB A
BIRKIRHIRE AR A A
Credit Suisse Beneficial owner (Note 2 & 3) 188,545,000 (L) 4.65%
(Hong Kong) EmEBA (T2 %3) 66,772,500 (S) 2.32%
Limited
Credit Suisse Interest of controlled 133,545,000 (L) 4.65%
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Approximate
percentage of

Number of shareholding

Name of shares (Note 6)
shareholder (Note 1) WA R RE
BREEE Capacity BHEE ERalnd
HE =27 (F5E1) (Mi5E6)
Credit Suisse Interest of controlled 138,545,000 (L) 4.65%
corporation (Note 2 & 3) 66,772,500 (S) 2.32%

SiEEE R (T2 & 3)
China Medical Service Beneficial owner 171,000,000(L) 5.95%

Investment Holding

BEmEEA

Limited

Notes:

Q)

)

The letters “L” and “S” denote long position and short position in the shares
respectively.

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

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

The percentage of shareholding is calculated on the basis of 2,872,122,500 issued
shares of the Company as at 31 December 2017.

Save for the disclosed above, the Company was not aware of any person
who had an interest or a short position in the shares or underlying shares in
the Company which were required to be recorded in the register to be kept
by the Company under section 336 of the SFO as at 31 December 2017.

HfaE

Q)

@

)

@

B b XX PR EEE SN

[LI % [S] o BIER B 2 178 FOAR ©

R 4% Credit Suisse (Hong Kong) Limited * Credit
Suisse (International) Holding AG }% Credit Suisse
RRZZSLHF-A—AFENHEBEHIFIE
REMREEROEZERRTBA  ZERD T
LA Credit Suisse (Hong Kong) Limited 2 %3 %
70 M Credit Suisse (Hong Kong) Limited i Credit
Suisse (International) Holding AG % 94.75% ##
# il Credit Suisse (International) Holding AG
Blleh Credit Suisse 2 E#EA © Bt - RIBFHF R
HAE 156 - Credit Suisse (International) Holding
AG % Credit Suisse #4545 Credit Suisse (Hong
Kong) Limited 58 17 < Fr A IR P A i e o

#R¥E Credit Suisse (Hong Kong) Limited + Credit
Suisse (International) Holding AG }% Credit Suisse
MR TS+ F A —BEANRESHS R
REMBRERRNEERRRBA - ZERHB T
LA Credit Suisse (Hong Kong) Limited 2 3% %
70 M Credit Suisse (Hong Kong) Limited i Credit
Suisse (International) Holding AG #7A 94.75% &
% » 1 Credit Suisse (International) Holding AG ]
i Credit Suisse 2 &#EA - Ft « RIBEFEH KH
E{EHIZEXVERES + Credit Suisse (Hong Kong)
Limited + Credit Suisse (International) Holding AG
Ko Credit Suisse 45 /%55 24455 66,772,500 %
MRIDZ KB ©

REBA L IRER_Z—+F+=-A=1+—8
ANATID T 2,872,122,500 EATE ©

RZZE—+tF+=A

=+—B  ARBFIABEMALTRARE
B fn SRR ) h BE B B UK A AR B
7 REIE 1GPI5E 336 (R R AR BIZAFEM
Brefl



CONTINUING CONNECTED TRANSACTIONS

Sale and Purchase Agreement for packaging materials

On 5 December 2014, Fujian Sanai and Fuzhou Sanai, both are wholly-
owned subsidiaries of the Company, entered into a sale and purchase
agreement (the “Sale and Purchase Agreement”) with Fuzhou Hongyu
Packing Co., Ltd. (“Fuzhou Hongyu”) in respect of the sale and purchase of
packaging materials, including paper cartons and packaging colour boxes,
from Fuzhou Hongyu for a term of 3 years from 1 January 2015 to 31
December 2017.

The entire share capital of Fuzhou Hongyu is owned by Lin Ou Wen, the
Chairman, an executive Director during the period from 1 January 2017
to 16 June 2017 and a then substantial shareholder of the Company.
Accordingly, Fuzhou Hongyu is a connected person of the Company as
defined under the Listing Rules.

By reference to (i) the actual amounts of the transactions under the previous
sale and purchase agreement in respect of the above continuing connected
transactions in the recent years; (i) the estimated demand for packaging
materials for the products of Fujian Sanai from Fuzhou Hongyu for the
term of the Sale and Purchase Agreement; (iii) the estimated demand for
packaging materials for the products of Fuzhou Sanai from Fuzhou Hongyu
for the term of the Sale and Purchase Agreement; (iv) the possible increase
in demand for the packaging materials for the products of Fujian Sanai
and Fuzhou Sanai led by the improvement and possible expansion of the
Group’s medicine business; and (v) the estimated inflation rate and increase
in costs including the labour costs in the PRC leading to the increase of
manufacturing costs for the packaging materials, the annual caps are set at
RMB8,000,000 (equivalent to approximately HK$9,756,000) for each of the
years ending 31 December 2015, 2016 and 2017.

The actual transaction amount under the Sale and Purchase Agreement is
determined by the quantity of packaging materials ordered and received
by Fujian Sanai and Fuzhou Sanai times the unit purchase prices of the
packaging materials. The unit purchase prices of the packaging materials
under the Sale and Purchase Agreement were determined by reference
to (i) the current market price of similar products in the market; (i) the unit
purchase prices of the packaging materials offered by the independent
third parties to Fujian Sanai and Fuzhou Sanai in their ordinary course of
business; and (iii) the manufacturing costs for the packaging materials
including labour costs.

There is not actual transaction under the Sale and Purchase Agreement for
the year ended 31 December 2017.

The reasons for entering into the Sale and Purchase Agreement were set
out in the announcement of the Company dated 5 December 2014. The
independent non-executive Directors have reviewed and confirmed that the
above continuing connected transactions have been entered into:

(@) in the ordinary and usual course of businesses of the Group;

(b) on normal commercial terms;

(c)  according to the relevant written agreement governing them on terms
that are fair and reasonable and in the interests of the shareholders of
the Company as a whole; and

(d)  without exceeding the relevant cap amount.

The above continuing connected transactions are subject to the

requirements of reporting and announcement under the Listing Rules and

the Company has complied with the disclosure requirements in accordance
with Chapter 14A of the Listing Rules.
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The related party transactions disclosed in the Note 36 to the financial
statements constituted continuing connected transactions under Chapter
14A of the Listing Rules and the Company has complied with the disclosure
requirements under Chapter 14A of the Listing Rules.

EQUITY-LINKED AGREEMENTS

Share Option Scheme

The Company has adopted a share option scheme (the “Old Share Option
Scheme”) for, among others, the senior management and employees on 8
January 2007, which serves as incentives or rewards to attract, retain and
motivate staff. Details of the Old Share Option Scheme are set out in note
32 to the financial statements.

On 14 October 2016, 164,000,000 share options were granted to certain
grantees to subscribe for up to a total of 164,000,000 ordinary shares of
HK$0.01 each in the Company (the “Share Option”) under the Old Share
Option Scheme. During the year ended 31 December 2017, all of the
164,000,000 share options granted were exercised. The following table
discloses movements in the Company’s share options during the year:

B ETRANE14AE - WERMBIRRMEE
BMFEA LR SGBRIFEBER S  RAR
AIRET ETRAE 14AZE 2 HE R

R ZE T 1hh

BT E
ARBER-ZZLF-ANBR(HPEHE)
=AREILE R B R RE AR B ([ ERBAE
FHEID - (ERMAE] - RE RAEI R T EE
O3 - B BN BER M B MAR M
32 -

MZE—RNFE+A+THA  ARAREER
A% # 51 & 7 & T & & A % 164,000,000 17
A] R 8 K R B & % 164,000,000 I 5 f% M &
0.01B Lz L@y B (TR - R
HE-_Z—+F+_A=+—BEER %%
164,000,000 BE AR HEE BT » TREE
E R 7B RAE 2 &

Number of share options
BREHE
Closing
price of
the shares
immediately
Cancelled before
or lapsed At the date
At 1 January Granted during Exercised 31 December of grant
Category of 2017 during the year during 2017 Exercise ~ BHERH
participant RZB-t& the year FREeE theyear WZZ—+t% Date of grant Exercise period price AEAl
SHEALTER -A-H FREHTL PR ERTR TZA=T-B REAH yid] e ROUTE
(HKS) (HK$)
(%) (%)
Old Share Option Scheme
Non-employees
in aggregate - 164,000,000 - (164,000,000) - 14 October 2016 14 October 2016 to 0.32 0.31
FEERY “EF 13 October 2021
TA+TmA (Note)
ZE ¥ tATERE
“Z-—%tAt=H
(i)
- 164,000,000 - (164,000,000) -

Note: The Share Options are not subject to any vesting period. The Company has received
consideration of HK$8 pursuant to the Share Options, details of the valuation of the
Share Options as at the date of grant are set out in note 32 to the financial statements.
The Group has no legal or constructive obligation to repurchase or settle the Share
Options in cash at any time.
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Pursuant to the ordinary resolution passed on 16 June 2017, the Company
adopted another share option scheme (the “New Share Option Scheme”)
for, among others, the senior management and employees, which serves as
incentives or rewards to attract, retain and motivate staff. The New Share
Option Scheme will remain valid for a period of 10 years commencing on
21 June 2017 (save that the Company, by ordinary resolution in general
meeting or the Board may at any time terminate the operation of the New
Share Option Scheme). Under the New Share Option Scheme, the Board may
grant options to all full-time employees, Directors (including independent non-
executive Directors) and part-time employees with weekly working hours of 10
hours and above, of the Group, substantial shareholders of each member of the
Group, associates of the directors and substantial shareholders of any member
of the Group, trustee of any trust pre-approved by the Board, and any advisor
(professional or otherwise) or consultant, distributor, supplier, agent, customer,
joint venture partner, service provider of the Group whom the Board considers,
at its sole discretion, has contributed or contributes to the Group.

The total number of shares in respect of which options may be granted under
the New Share Option Scheme is not permitted to exceed 10% of the shares
of the Company in issue on the date of adoption of the New Share Option
Scheme (namely, 233,877,250 shares, representing approximately 8.14% of
the Company’s issued shares as at the date of this annual report), without prior
approval from the Company’s shareholders. The maximum number of shares
which may be issued upon exercise of all outstanding options granted and yet
to be exercised under the New Share Option Scheme or any other share option
scheme of the Company shall not in aggregate exceed 30% of the shares of
the Company in issue from time to time. No option may be granted under the
New Share Option Scheme if such limit is exceeded. The number of shares
issued and to be issued in respect of which options granted and to be granted
to any individual in any 12-month period is not permitted to exceed 1% of the
shares of the Company in issue at the date of grant, without prior approval
from the Company’s shareholders. The grant of share options to a Director,
chief executive or substantial shareholder of the Company or any of their
respective associates requires the approval of the independent non-executive
Directors (excluding an independent non-executive Director who is the grantee
of the share options). Options granted in any 12-month period to a substantial
shareholder of the Company or an independent non-executive Director or any
of their respective associates representing in aggregate more than 0.1% of
the Company’s shares in issue at the date of grant or with an aggregate value
in excess of HK$5,000,000 must be approved in advance by the Company’s
shareholders.

Upon acceptance of the share option, the grantee shall pay HK$1.00 to
the Company by way of consideration for the grant. A share option may be
exercised in accordance with the terms of the New Share Option Scheme at
any time during the period to be determined and notified by the Board to each
grantee, provided that such period of time shall not be more than ten years from
the date of grant. The New Share Option Scheme does not specify a minimum
period for which a share option must be held nor a performance target which
must be achieved before a share option can be exercised. However, the Board
may, at its sole discretion, determine such terms and impose such other
restrictions on the grant of a share option. The exercise price is determined
by the directors of the Company, and will not be less than the highest of (i)
the closing price of the Company’s shares on the offer date which must be a
business day, (i) the average closing price of the Company’s shares for the five
business days immediately preceding the offer date; and (iii) the nominal value
of the Company'’s shares.

During the year ended 31 December 2017, no share options were granted by
the Company pursuant to the New Share Option Scheme.
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Placing Agreement

On 13 October 2017, in order to enlarge the shareholder base and the
capital base of the Company as well as strengthening the Group’s financial
position for future development of the Group, the Company entered
into a placing agreement with a placing agent whereby the Company
conditionally agreed to place, through the placing agent, on a best effort
basis, 451,350,000 new ordinary shares of the Company of HK$0.01 each
to not less than six independent placees at HK$0.24 per new share. The
completion of the placing is conditional upon the Listing Committee of the
Stock Exchange granting approval for the listing of, and permission to deal
in, the placing shares. The above placing was completed on 6 November
2017 with not less than six independent placees and the net proceeds
amounted to approximately RMB88.7 million (equivalent to HK$104.4
million, representing a net placing price of HK$0.23 per placing share). As
at 31 December 2017, approximately RMB34.0 million of the net proceeds
were being applied as working capital of subsidiaries within the Group, with
the remaining as cash deposits in financial institutions in Hong Kong.

On 13 October 2017, being the date of the placing agreement, the closing
price of the Company’s shares was HK$0.295 per share as quoted on the
Stock Exchange. Details of the placing are set out in the announcement of
the Company published on 13 October 2017.

DIRECTORS’ AND MANAGEMENT EMOLUMENTS

Particulars of the directors’ emoluments on an individual and named basis
and the five highest paid individuals in the Group are set out in notes 11 and
12 respectively to the financial statements. The remuneration policies of the
Group are as follows:

- The amount of remuneration for the Directors or the employees is
determined according to their relevant experience, responsibilities,
workload, contributions and years of service in the Group and with
reference to the goals and objectives of the Group;

- The non-monetary benefits are determined by the Board (or by the
relevant management after consultation with the Board) and may
be provided in the remuneration package of the Directors or the
employees; and

- No person participates in the deliberation or approval of his own
remuneration package.

The Company’s policies concerning remuneration of the Directors are as
follows:—

(i) the amount of remuneration is determined on a case by case basis
of the relevant Director’s experience, responsibility, workload and the
time devoted to the Group;

(i) non-cash benefits may be provided at the discretion of the Board to
the relevant Directors under their remuneration package; and

(i) the Directors may be granted, at the discretion of the Board and in
accordance with the requirements under the Listing Rules, with share
options under the share option scheme adopted by the Company, as
part of their remuneration package.
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MAJOR CUSTOMERS AND SUPPLIERS

The information of revenue and purchases attributable to the major
customers and suppliers of the Company for the year under review is as
follows:

Revenue from sales of goods HEE MR
or rendering of services R FTiE W

The largest customer BARF

Five largest customers in aggregate AARFAH

Purchases BEXE

The largest supplier A ER

Five largest suppliers in aggregate RARHEREEH

None of the Directors, their close associates or any shareholders (which to the
knowledge of the Directors owns more than 5% of the Company’s share capital)
had an interest in the major suppliers and major customers noted above.

CORPORATE GOVERNANCE

Report for the corporate governance principles and practices adopted by
the Company is set out on pages 20 to 33 of this Annual Report.

SUFFICIENCY OF PUBLIC FLOAT

Based on information that is publicly available to the Company and within the
knowledge of the Directors, as at the date of this Annual Report, the Company
has maintained sufficient public float as required under the Listing Rules.

DONATIONS

During this year, the Group did not make any charitable donations (2016:
Nil).

MODEL CODE FOR SECURITIES TRANSACTIONS

The Company has adopted the Model Code as the Company’s code of
conduct for dealings in securities of the Company by the Directors. Based
on specific enquiry made with all Directors, the Directors have complied with
the required standard set out in the Model Code, throughout the accounting
period covered by this Annual Report.

DIRECTORS’ INTERESTS IN CONTRACTS

Save as disclosed in the paragraphs headed “Continuing Connected
Transactions”, none of the Directors or any of their connected entities
had a material interest, whether directly or indirectly, in any transaction,
arrangement or contract of significance to the business of the Group which
the Company or any of its subsidiaries was a party to or involved in at the
end of the year under review or at any time during the year under review.
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CONTRACTS OF SIGNIFICANCE

Save as disclosed under the paragraphs headed “Continuing Connected
Transactions”, no contract of significance between the Company or any
of its subsidiaries and a controlling shareholder of the Company or any
of its subsidiaries subsisted at the end of the year under review or at any
time during the year under review, and no contract of significance for
the provision of services to the Company or any of its subsidiaries by a
controlling shareholder of the Company or any of its subsidiaries subsisted
at the end of the year under review or at any time during the year under
review.

COMPETING INTERESTS

None of the Directors had an interest in a business which competes or may
compete with the business of the Company or has any other conflict of
interest with the Company during the year under review.

AUDIT COMMITTEE

In compliance with Rule 3.21 of the Listing Rules, the Board has established
an audit committee on 8 January 2007, with written terms of reference. The
primary duties of the audit committee are to review the financial reporting
procedures and internal control and risk management systems and
provides guidance in relation thereto. The Audit Committee comprises three
independent non-executive Directors.

The Audit Committee has reviewed the accounting principles and practice
adopted by the Company as well as the audited financial statements of the
Company for the year ended 31 December 2017 before recommending to
the Board for approval.

AUDITOR
The financial statements of the Company for the year ended 31 December
2017 have been audited by Messrs. Crowe Horwath (HK) CPA Limited. A
resolution will be submitted at the annual general meeting of the Company
to re-appoint Messrs. Crowe Horwath (HK) CPA Limited as auditor of the
Company.

There was no change of the Company’s auditor for the past three years.

BUSINESS REVIEW

Business Performance and Future Development

The discussion on the Group’s business performance and future
development, being part of the Directors’ Report, is set out in the
paragraphs headed “Business Review” and “Outlook” of the section headed
“Management Discussion and Analysis”.

Key Financial Performance Indicators

The analysis of the Group’s key financial performance indicators, being
part of the Directors’ Report, is set out in the paragraph headed “Financial
Review” of the section headed “Management Discussion and Analysis”.
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RISKS RELATING TO OUR BUSINESS

Our newly launched products may not be well received by the market.
The success of a pharmaceutical company depends, to a large extent,
on whether the products it introduces to the market are well received by
the market. The primary factors which may affect the acceptance of our
products by the market include efficacy, quality and price. In particular,
the introduction of new products requires substantial investment of capital
resources and research and development efforts. If any of our new drugs
is not well received by the market because its efficacy is not as good as
expected, it is too expensive compared to other substitutes, or for any other
reason, we may not be able to recoup the investment we have made in
developing such new drug, in which case our financial condition and results
of operations may be materially and adversely affected.

Our Group rely on third parties, such as hospitals, clinics and pharmacies,
in selling our prescription and over-the-counter products.

We rely on different channels in selling our products in China. Our over-
the-counter pharmaceutical products are sold mainly to consumers
through pharmacies. Our prescription pharmaceutical products are sold
mainly to hospitals and clinics for consumption by their patients. There
is no assurance that pharmacies and hospitals and clinics will continue
to stock and prescribe our products over those of our competitors, there
are no contractual restrictions preventing our sales channels from selling
our competitors’ products. If our sales channels treat our competitors’
products more favorably or stop selling our products, and we are unable to
find appropriate substitutes, our business and results of operations may be
materially and adversely affected.

RISKS RELATING TO OUR INDUSTRY

The pharmaceutical industry is extremely competitive.

Our business is subject to competition from other pharmaceutical
manufacturers. Chinese and international pharmaceutical manufacturers
engaged in the manufacture and sale of substitute or similar products
to ours in China may have more capital resources, better research and
development capabilities and more experience in manufacturing and
marketing. Many of our competitors, including large pharmaceutical
companies and other generic drug manufacturers, have employed various
strategies intended to maximize their market share for previously-patented
products. Competition is likely to intensify if (i) the number of manufacturers
or distributors of substitute or similar products increases due to increased
market demand or increased prices; (i) competitors drastically reduce
prices due to oversupply of products; or (iiij competitors develop new
products or substitute products having comparable medicinal applications
or therapeutic effects that may be used as direct substitutes for our
products which are more effective with prices comparable to or lower than
our products.
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Our Company is subject to environmental regulations and may be
exposed to liability and potential costs for environmental compliance.

We are subject to the PRC laws and regulations concerning the discharge of
effluent water and solid waste during our manufacturing processes. We are
required to obtain certain clearances and authorizations from governmental
authorities for the treatment and disposal of such discharge. Any violation
of these regulations may result in substantial fines, criminal sanctions,
revocation of operating permits, shutdown of our facilities and obligation
to take corrective measures. Our cost of complying with current and future
environmental protection laws and regulations, and liabilities which may
potentially arise from the discharge of effluent water and solid waste, may
adversely affect our business, financial condition and results of operations.

The government may take steps towards the adoption of more stringent
environmental regulations and there is no assurance that we will be at all
times in full compliance with these regulatory requirements. Due to the
possibility of unanticipated regulatory or other developments, the amount
and timing of future environmental expenditures may vary substantially
from those currently anticipated. If there is any unanticipated change in
the environmental regulations, we may need to incur substantial capital
expenditures to install, replace, upgrade or supplement our pollution control
equipment or make operational changes to limit any adverse impact or
potential adverse impact on the environment in order to comply with new
environmental protection laws and regulations. If such costs become
prohibitively expensive, we may be forced to modify, curtail or cease certain
of our business operations.

ENVIRONMENTAL POLICY AND PERFORMANCE

The Group understands the importance of environmental protection to the
sustained stable development of enterprises. Striving to strike the best
balance between cost control and environmental protection, the Group
consistently executes the measures of clean production, energy saving,
reducing consumption, etc. The Group also carries out regular reviews on
various environmental protection measures and routine jobs, to ensure
that all environmental protection permission and approval required by the
regulatory authorities of the PRC will be granted.

In the meantime, the Group endeavours to create an environmentally-
friendly work environment to promote the environmental awareness to
employees by encouraging them to use less electricity and paper, and
recycle office supplies and other materials.

The Company shall issue the Environmental, Social and Governance Report
separately in accordance with the requirements under the Listing Rules.
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LAWS AND REGULATIONS THAT HAVE SIGNIFICANT IMPACT
ON THE COMPANY

The principal activities of the Group are manufacturing, marketing and
selling of branded prescription and non-prescription drugs as well as
Chinese pharmaceutical products in the PRC. The production of all
pharmaceutical products must comply with the current Good Manufacturing
Practice standard of the PRC, and be approved by the China Food and
Drug Administration. The Group also needs to comply with the Production
Safety Law, Law on Employment Contracts and Company Law of the
PRC. As the Company is listed on the Main Board of the Stock Exchange,
the Company is also required to comply with the Listing Rules and the
disclosure requirements of the Hong Kong Companies Ordinance.

For the year ended 31 December 2017, the Group is not aware of any
occurrence of material breach of laws or regulations that have significant
impact on the Group.

The Group acknowledges that as the PRC is in the midst of the critical
period for healthcare system reform, laws, regulations and policies
regarding the healthcare and pharmaceutical industry will be updated
frequently. Hence, it will pay close attention to the updates and timely
implement the measures required by the relevant laws and regulations so as
to ensure the business and operation are free from adverse effects.

IMPORTANT RELATIONS WITH STAKEHOLDERS

Employees

The Group endeavours to develop and maintain good working relationship
with the employees. The Group provides its 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. Aiming to raise the
operational efficiency, the Group also organises various pre-employment
and on-the-job trainings to deepen the employees’ understanding of its
business objectives and operation. In the aspect of safeguarding the
occupational safety and health of employees, the Group spares no effort
to provide employees with a safe work environment and enhance their
health and safety awareness. In addition, the Group provides competitive
remuneration, rewards program, retirement and medical benefits to attract
and incentivise employees.

Suppliers

The Group selects the suppliers prudently and requires them to satisfy
certain evaluation criteria, including track records, experience, financial
strength, reputation, ability to manufacture high-quality products, etc. The
Group has developed long-term collaborative relationship with various
suppliers and endeavours to make sure that they comply with the Group’s
commitment to quality and ethics.

Sales Agents and Distributors

The Group sells pharmaceutical products to hospitals, clinics and drug
stores through sales agents and distributors. The Group requires the sales
agents and distributors to comply with the relevant laws and regulations
and the Group’s marketing policies. The Group also collaborates with the
distributors by providing training for their frontline salespersons to ensure
that they provide high-quality sales services.
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Hospitals and Doctors

The pharmaceutical products of the Group are mainly sold to 27 key
provinces, cities and autonomous regions around the country. The Group
continues to organise and participate in promotional activities such as
seminars and pharmaceutical product launch events. The Group also keeps
in touch with, explains and illustrates the clinical application of the Group’s
pharmaceutical products to doctors within the sales network through sales
agents and distributors.

By order of the Board

CHEN CHENGQING
Chairman

Hong Kong, 20 April 2018

Sanai Health Industry Group Company Limited e Annual Report 2017
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Independent Auditor’s Report

Crowe Horwath..

INDEPENDENT AUDITOR’S REPORT TO THE SHAREHOLDERS OF
SANAI HEALTH INDUSTRY GROUP COMPANY LIMITED

(FORMERLY KNOWN AS “WUYI INTERNATIONAL PHARMACEUTICAL
COMPANY LIMITED”)

(Incorporated in the Cayman Islands with limited liability)

OPINION

We have audited the consolidated financial statements of Sanai Health
Industry Group Company Limited (formerly known as “Wuyi International
Pharmaceutical Company Limited”) (“the Company”) and its subsidiaries
(“the Group”) set out on pages 58 to 167, which comprise the consolidated
statement of financial position as at 31 December 2017, the consolidated
statement of profit or loss, the consolidated statement of profit or loss
and other comprehensive income, the consolidated statement of changes
in equity and the consolidated statement of cash flows for the year then
ended, and notes to the consolidated financial statements, including a
summary of significant accounting policies.

In our opinion, the consolidated financial statements give a true and fair
view of the consolidated financial position of the Group as at 31 December
2017, and of its consolidated financial performance and its consolidated
cash flows for the year then ended in accordance with Hong Kong Financial
Reporting Standards (“HKFRSs”) issued by the Hong Kong Institute of
Certified Public Accountants (“HKICPA”) and have been properly prepared
in compliance with the disclosure requirements of the Hong Kong
Companies Ordinance.

BASIS FOR OPINION

We conducted our audit in accordance with Hong Kong Standards on
Auditing (“HKSASs”) issued by the HKICPA. Our responsibilities under those
standards are further described in the Auditor’s Responsibilities for the
Audit of the consolidated financial statements section of our report. We are
independent of the Group in accordance with the HKICPA’s Code of Ethics
for Professional Accountants (“the Code”), and we have fulfilled our other
ethical responsibilities in accordance with the Code. We believe that the
audit evidence we have obtained is sufficient and appropriate to provide a
basis for our opinion.

MATERIAL UNCERTAINTY RELATED TO GOING CONCERN

We draw attention to note 2(b) to the consolidated financial statements
which indicates that the Group incurred a net loss of approximately
RMB1,151,744,000 during the year ended 31 December 2017 and as of
that date, the Group’s current liabilities exceeded its current assets by
RMB44,836,000. These conditions, along with other matters as set forth in
note 2(b), indicate the existence of a material uncertainty which may cast
significant doubt about the Group’s ability to continue as a going concern.
Our opinion is not modified in respect of this matter.
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KEY AUDIT MATTERS

Key audit matters are those matters that, in our professional judgement,
were of most significance in our audit of the consolidated financial
statements of the current period. These matters were addressed in the
context of our audit of the consolidated financial statements as a whole, and
in forming our opinion thereon, and we do not provide a separate opinion on

these matters.

Assessment of impairment of property, plant and equipment and land

use rights

Refer to notes 16 and 17 to the consolidated financial statements and the
accounting policies set out on note 2()).

Key audit matter

The carrying amounts of property,
plant and equipment and land
use rights are reviewed annually
and adjusted for impairment
whenever events or changes in
circumstances indicate that the
carrying amounts may not be
recoverable.

The Group has experienced a
significant drop in revenue during
the year due to the adverse impact
on the Group by the external
policies and environment on the
pharmaceutical industry, the
Group recognised impairment
loss on property, plant and
equipment and land use rights
of RMB683,326,000 and
RMB27,558,000 respectively for
the year ended 31 December
2017.

As at 31 December 2017,
management recorded impairment
losses on property, plant and
equipment and land use rights,
which have been written down
to their estimated recoverable
amounts based on fair value less
costs of disposal with reference
to a valuation report issued by an
independent professional valuer.

How the matter was addressed in
our audit

Our procedures in related to
management’s impairment
assessment included:

e discussing with management
on the reasons for the poor
performance of the Group during
the year; and evaluating the
reasons for such;

e discussing and evaluating
management’s identification of
indicators of potential impairment
and the methodology applied in
the preparation of the discounted
cash flow forecast with reference
the requirements of the prevailing
accounting standards, taking into
account business changes during
the year;

e assessing the competence,
capability and objectivity of
the external independent
professional valuer engaged
by the Group to estimate
the recoverable amount and
evaluating the methodology
adopted by the external
independent professional valuer;

e discussing with the external
independent professional valuer
on the scope, and assessing
the appropriateness of the
valuation methodologies used
in determining the recoverable
amounts based on our industry
knowledge and market practices;

BEREZSEA

REESNEXAE  BRERSELSEEE
ERARGEAVBERERTREZNER - &
ENERREMBHRRLE B KERFER
HEELRBNESER AR ERRER

BRER -

W3 ~ B RR AR + o PR E STk

B2 A SRR TE 16 & 17 AR EE2()

P E SRR ©

BRERSR

R+ {55 P4 2 BR
EEASFER -
IR BB
REBEATHRE
185 7] 452 M (51 B
fFitisaE: -

R B8 BE 1T HNED
BUR RIR B AE
EEX 2R
& SEERF
i PN €N
KeHE-ZT—+
F+=ZA=+—
BIEFE: &%
® 5 Bl 5t % -
B B K 2% 4 A R
o b 5 A AR AR
HEEBBARE
683,326,0007C
AR # 27,558,000
ﬁ o

RZT—tF+=
A=+—H8" B&
BHBYE  BE
XA Kt 3h 1
ERERE &2
EFE N B ERD
HEZEEHRE%
ERQNFERLEE
B AR 2= H A A
AU B S5 o

EERTIEET %

BEELEEERRER
HZ2RFEHE

o HEREEFW =B
SEFARBARE
Z R A Kz R
;

o whmkiRs EEE
BB R AR
KMRHBRRESD
mERANEMALZT
E(EB2ERTE
FHERIERRERE
FRRBEE) -

o Ml BEEZEE
LAl AT T Y ] 5 58
2 E R = B B
£ AEREARAE
BB ARSI
ST EE G EERA
2T

o HHNERBIFEM
EED & iR AR EE
AR EesE&ET
E(ERTEAH
K gfH)) 2 &
EMFHEESR

Alh .

=)

=



KEY AUDIT MATTERS (Continued)

Independent Auditor’s Report
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Assessment of impairment of property, plant and equipment and land

use rights (Continued)

Key audit matter

The recoverable amount was
determined based on the
expected cash flows to be
generated and discounted to their
present value. The preparation of
a discounted cash flow forecast
involves the exercise of significant
judgement, particularly in revenue
growth and forecasting sales
volumes, selling prices, production
costs, capital expenditure and
in determining an appropriate
discount rate.

We identified assessing
impairment of property, plant and
equipment and land use rights
as a key audit matter because
the selection of the various
assumptions adopted in the
discounted cash flow forecast.

How the matter was addressed in
our audit

assessing the valuation
methodologies and certain key
assumptions used in determining
the recoverable amounts with
the assistance of our internal
valuation specialists;

challenging the key assumptions
used in the discounted cash
flow forecast which included
forecasting sales volumes,
selling prices, production costs,
capital expenditure, historical
information, etc;

assessing the reasonableness
of the key assumptions used
by the external independent
professional valuer such as
revenue growth rate, discount
rate and terminal growth rate by
comparing these assumptions
against relevant market data and
industry research;

comparing the actual results
for the current year with
management’s forecasts
prepared in the previous year to
assess the historical accuracy of
the management’s forecasting
process; and

re-performing management’s
calculations of the key
assumptions adopted in the cash
flow forecasts.
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KEY AUDIT MATTERS (Continued)

Assessment of impairment of goodwill and intangible assets arising

from acquisition

Refer to notes 18 and 19 to the consolidated financial statements and the
accounting policies set out on note 2()).

Key audit matter

For the year ended 31
December 2017, the Group
had recognised impairment
loss on goodwill and intangible
assets of RMB107,055,000 and
RMB3,121,000 respectively.

The Group has experienced
substantial change in the
management of a subsidiary,
resulting in the sales results fall
short of below expectation during
the year.

Management engaged an
independent professional valuer
to assist in performing impairment
assessment on the goodwill and
intangible assets using value in
use calculations.

We identified goodwill and intangible
assets impairment assessment
as a key audit matter because
significant management judgements
were involved in the underlying
assumptions of the impairment
assessment.

How the matter was addressed in
our audit

Our procedures in related to
management’s impairment
assessment included:

e discussing and evaluating
management’s identification of
indicators of potential impairment
and the methodology applied in
the preparation of the discounted
cash flow forecast with reference
the requirements of the prevailing
accounting standards, taking into
account business changes during
the year;

e assessing the competence,
capability and objectivity of
the independent professional
valuer engaged by the Group to
estimate the recoverable amount
and evaluating the valuation
methodology adopted by the
independent professional valuer;
and

e comparing the actual results
for the current year with
management’s forecasts
prepared in the previous year to
assess the historical accuracy of
the management’s forecasting
process.
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INFORMATION OTHER THAN THE CONSOLIDATED FINANCIAL
STATEMENTS AND OUR AUDITOR’S REPORT THEREON

The directors are responsible for the other information. The other
information comprises the information included in the annual report, other
than the consolidated financial statements and our auditor’s report thereon.

Our opinion on the consolidated financial statements does not cover the
other information and we do not express any form of assurance conclusion
thereon.

In connection with our audit of the consolidated financial statements,
our responsibility is to read the other information and, in doing so,
consider whether the other information is materially inconsistent with the
consolidated financial statements or our knowledge obtained in the audit or
otherwise appears to be materially misstated.

If, based on the work we have performed, we conclude that there is a
material misstatement of this other information, we are required to report
that fact. We have nothing to report in this regard.

RESPONSIBILITIES OF THE DIRECTORS FOR THE
CONSOLIDATED FINANCIAL STATEMENTS

The directors are responsible for the preparation of the consolidated
financial statements that give a true and fair view in accordance with
HKFRSs issued by the HKICPA and the disclosure requirements of the Hong
Kong Companies Ordinance, and for such internal control as the directors
determine is necessary to enable the preparation of consolidated financial
statements that are free from material misstatement, whether due to fraud
or error.

In preparing the consolidated financial statements, the directors are
responsible for assessing the Group’s ability to continue as a going
concern, disclosing, as applicable, matters related to going concern and
using the going concern basis of accounting unless the directors either
intend to liquidate the Group or to cease operations, or have no realistic
alternative but to do so.

The directors are assisted by the Audit Committee in discharging their
responsibilities for overseeing the Group’s financial reporting process.
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AUDITOR’S RESPONSIBILITIES FOR THE AUDIT OF THE
CONSOLIDATED FINANCIAL STATEMENTS

Our objectives are to obtain reasonable assurance about whether the
consolidated financial statements as a whole are free from material
misstatement, whether due to fraud or error, and to issue an auditor’s report
that includes our opinion. This report is made solely to you, as a body, and
for no other purpose. We do not assume responsibility towards or accept
liability to any other persons for the contents of this report.

Reasonable assurance is a high level of assurance, but is not a guarantee
that an audit conducted in accordance with HKSAs will always detect a
material misstatement when it exists. Misstatements can arise from fraud
or error and are considered material if, individually or in the aggregate, they
could reasonably be expected to influence the economic decisions of users
taken on the basis of these consolidated financial statements.

As part of an audit in accordance with HKSAs, we exercise professional
judgement and maintain professional scepticism throughout the audit. We
also:

o Identify and assess the risks of material misstatement of the
consolidated financial statements, whether due to fraud or error,
design and perform audit procedures responsive to those risks
and obtain audit evidence that is sufficient and appropriate to
provide a basis for our opinion. The risk of not detecting a material
misstatement resulting from fraud is higher than for one resulting from
error, as fraud may involve collusion, forgery, intentional omissions,
misrepresentations or the override of internal control.

. Obtain an understanding of internal control relevant to the audit
in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on
the effectiveness of the Group’s internal control.

o Evaluate the appropriateness of accounting policies used and the
reasonableness of accounting estimates and related disclosures
made by the directors.

o Conclude on the appropriateness of the directors’ use of the going
concern basis of accounting and, based on the audit evidence
obtained, whether a material uncertainty exists related to events
or conditions that may cast significant doubt on the Group’s ability
to continue as a going concern. If we conclude that a material
uncertainty exists, we are required to draw attention in our auditor’s
report to the related disclosures in the consolidated financial
statements or, if such disclosures are inadequate, to modify our
opinion. Our conclusions are based on the audit evidence obtained
up to the date of our auditor’s report. However, future events or
conditions may cause the Group to cease to continue as a going
concern.
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AUDITOR’S RESPONSIBILITIES FOR THE AUDIT OF THE
CONSOLIDATED FINANCIAL STATEMENTS

o Evaluate the overall presentation, structure and content of the
consolidated financial statements, including the disclosures,
and whether the consolidated financial statements represent the
underlying transactions and events in a manner that achieves fair
presentation.

o Obtain sufficient appropriate audit evidence regarding the financial
information of the entities or business activities within the Group to
express an opinion on the consolidated financial statements. We are
responsible for the direction, supervision and performance of the
group audit. We remain solely responsible for our audit opinion.

We communicate with the Audit Committee regarding, among other
matters, the planned scope and timing of the audit and significant audit
findings, including any significant deficiencies in internal control that we
identify during our audit.

We also provide the Audit Committee with a statement that we have
complied with relevant ethical requirements regarding independence
and communicate with them all relationships and other matters that may
reasonably be thought to bear on our independence and, where applicable,
related safeguards.

From the matters communicated with the Audit Committee, we determine
those matters that were of most significance in the audit of the consolidated
financial statements of the current period and are therefore the key audit
matters. We describe these matters in our auditor’s report unless law
or regulation precludes public disclosure about the matter or when, in
extremely rare circumstances, we determine that a matter should not be
communicated in our report because the adverse consequences of doing
so would reasonably be expected to outweigh the public interest benefits of
such communication.

The engagement director on the audit resulting in this independent auditor’s
report is Sze Chor Chun, Yvonne.

Crowe Horwath (HK) CPA Limited
Certified Public Accountants
Hong Kong, 20 April 2018

Sze Chor Chun, Yvonne
Practising Certificate Number P05049
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Consolidated Statement of Profit or Loss

For the year ended 31 December 2017 HZEZ—T—+tF+_-_A=+—HIFE

Revenue

Cost of sales

Gross (loss)/profit

Other income
Net loss on disposal of property,
plant and equipment
Distribution costs
Administrative expenses
Finance costs
Impairment loss on land use rights
Impairment loss on property,
plant and equipment
Impairment loss on other
intangible assets
Impairment loss on goodwill
Impairment loss on amounts
due from an associate
Impairment loss on investment in
an associate
Impairment loss on other receivable
Written off on property,
plant and equipment
Written off on inventories
Share of results of an associate

Loss before taxation

Income tax

Loss for the year attributable to
owners of the Company

Loss per share
— Basic and diluted

The notes on pages 64 to 167 form part of these financial statements.
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Note
B aE

10(a)
17

16

18
19

23

21
23

16
22

10

13

15

2017 2016
—E—tF ZE—REF
RMB’000 RMB’000
ARET T ARETT
62,534 263,025
(119,311) (245,062)
(56,777) 17,963
1,803 14,196

= @)

(4,739) (15,478)
(39,528) (82,781)
(12,695) (2,117)
(27,558) (15,261)
(683,326) (316,841)
(3,121) =
(107,055) =
(89,915) =
(4,795) =
(2,540) =

(66) (89,931)

(4,544) (13,036)

- (105)
(1,034,856) (503,398)
(116,888) 107,140
(1,151,744) (396,258)

RMB(47.8) cents
AR (47.8) D

RMB(20.0) cents
AR (20.0)
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Consolidated Statement of Profit or Loss and Other Comprehensive Income

GmeBmkHMEEKER

For the year ended 31 December 2017 HZE—T—+tF+_-_A=+—HIFE

2017 2016
—E2—+5F —E—RF
RMB’000 RMB’000
ARET T ARETT
Loss for the year FREE (1,151,744) (396,258)
Other comprehensive loss for the year, FREMEBEESE - HBRAER
net of income tax FREAMEEEE
ltems that may be reclassified subsequently Higsi@EHHE AR ZIEE ¢
to profit or loss:
Exchange differences on translation of HMEGINEBREEZELZRE
foreign operations (530) -
Total comprehensive loss for the year AKABEE AEEERN
attributable to owners of the Company S HEEIBLAEE (1,152,274) (396,258)
The notes on pages 64 to 167 form part of these financial statements. F64%167 B M B AN TS HREK 2 —FpH ©
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Conslidated Statement of Financial Position

e BRI R

As at 31 December 2017 R—ZE—+F+_A=+—H

2017 2016
—Z2—+tHF ZT—REF
Note RMB’000 RMB’000
B = ARET T ARET T
Non-current assets IERENEE
Property, plant and equipment ME - BE REE 16 191,263 750,373
Land use rights T A 17 7,714 36,137
Goodwill S 19 - 107,055
Other intangible assets Hi & 18 - 3,918
Deferred tax assets ERER IR B B 30(b) 49,740 169,736
Interests in an associate A — & A R e 21 - 4,795
Finance lease receivables B 7570 & PR IR 24 29,878 -
278,595 1,072,014
Current assets RENVEE
Inventories FE 22 39,369 14,133
Trade and other receivables B 5 PRI R H A
W FRIE 23 83,079 112,280
Tax recoverable A EFIE 30(a) 302 336
Financial assets at fair value BATEFAEBRZ
through profit or loss CREE 26 = 41,977
Finance lease receivables B 75 10 & e sk IE 24 42,982 -
Loan receivables B R E W e 25 25,000 -
Cash and cash equivalents B RIBEESEEY 27 61,725 147,547
252,457 316,273
Current liabilities RBAG
Trade and other payables B RENFTIEREM
FE FRIE 28 13,916 49,546
Secured bank loans BEEMIBITER 29 281,942 85,600
Current taxation o EAFEIE 30(a) 1,435 988
297,293 136,134
Net current (liabilities)/assets FAE(BE)BE (44,836) 180,139
Total assets less current liabilities #AEERABARG 233,759 1,252,153
Non-current liabilities ERBERE
Deposit received BUliE S 28 4,640 =
Deferred tax liabilities BERIEBE 30(b) 9,894 13,736
14,534 13,736
Net assets FEE 219,225 1,238,417
Capital and reserves EXR#E
Share capital [N 31(b) 27,009 21,762
Reserves i 192,216 1,216,655
Total equity attributable to AATHEE AELEER
owners of the Company 219,225 1,238,417
Approved and authorised for issue by the board of directors on 20 April ER-Z—)\FNA_tHKESSHERIR
2018 and signed on its behalf by: TR WA TATRERESE
Chen Chengging Hung Hoi Lan
BR B B HE R
Chairman Executive Director
ES HITEFE

The notes on pages 64 to 167 form part of these financial statements. F64E167 BB A SRR 2 —5 5 ©



Consolidated Statement of Changes in Equity
mEERBEXR

For the year ended 31 December 2017 HZ T —+F+_-_B=+—HIIFE

Attributable to owners of the Company

KARERAEL
Retained
Statutory Non- profits/
Share surplus distributable  (accumulated
Share Share Option Special Capital reserve  Translation reserve losses) Total
captal  premium Teserve reserve reserve EE reserve A R/ equity
ha  RbEE BREEE  GABE  BKEE  BORE  ERRE  OKEE  (2RER) ks
(note (note (note note note (note (note [note
Sib) Sl StoM) SO SO dem SleE) st
(i (i (i (Hst (H (Hx (i (it
L 1 1) N 1) I 1 . N 1)
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARETT  ARETn  ARETm  ARETn  ARETn  ARETn  ARETr  ARETn  ARETR  ARETR
At 1 January 2016 “-F-7E-F-A 18527 980,979 - (124,106) 53,000 262,004 - 23,752 331,309 1,545,465
Loss and total comprefensive ENERRGERRES
Joss for the year - - - - - - - (396,258)  (396,268)
Shares issued under placement BEEERTHR
(note 310 (& 3100) 3% 66069 - - - - - - -
Equity-setted share-based WEsEENRABER RS
fransactions [note 32) (KE) - 19916 - - - - - - 19916
Transferfo Statutory suplus resene.  EETEFRAEE - - - - 2193 - - 2199 -
At 31 December 2016 and N-F-~ET-A=t-H
1 January 2017 R-3-t£-F-B 24,762 1,047,088 19916 (124,106) 53,000 264,197 - 23,752 (67,142 1,288417
Loss for the year EfER - - - - - - - - | [ (1,151,744) | | (1,151,744)
Other comprehensive loss EHATRR
Exchange diferences on )
translaton of foreign operations JEIEE - - - (530) - (530)
Loss and total comprefensiveloss ~ FhFER2AERLE
forthe year - - - 530) - (54 (1,152,274
Shares issued under placement RERERZRG
(note 319 (FisE31(o)i) 380 B4 . - = - - 8710
Shares issued upon exercise of IkEREEE TR
sfere option (note 31()() GER0) 1415 63659 (19,016) - - - - - 45,158
Disposal of a subsidiary note 38) e -FHEA R (3 08) - - - - - (786) - - (786)
At 31 December 2017 NE-tETA=1-A 2,009 1,195,575 (124,106) 53,000 263 411 (530) 2752 (1,218,886) 219,225

The notes on pages 64 to 167 form part of these financial statements.
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Consolidated Statement of Cash Flows

ll‘l_\ é Iﬁ; ﬁ 5}zﬁ: % %

For the year ended 31 December 2017 HZEZ—T—+tF+_-_A=+—HIFE

Operating activities
Loss before tax
Adjustments for:
Interest income
Finance cost
Net loss on disposal of property, plant and
equipment
Gain on disposal of a subsidiary
Depreciation of property, plant and equipment
Amortisation of other intangible assets
Amortisation of land use rights
Written off on property, plant and equipment
Write off on inventories
Equity-settled share-based payment expenses
Exchange gain, net
Share of results of an associate
Loss on disposal on on financial assets
at fair value through profit or loss
Changes in fair value on financial assets
at fair value through profit or loss
Impairment loss on property, plant and
equipment
Impairment loss on land use rights
Impairment loss on other intangible assets
Impairment loss on goodwill
Impairment loss on amounts due from
an associate
Impairment loss on investment in an associate
Impairment loss on other receivables

Changes in working capital
(Increase)/decrease in inventories
(Increase)/decrease in trade and

other receivables
Increase/(decrease) in trade and
other payables
Payment for purchase of financial assets
at fair value through profit or loss
Increase in finance lease receivables

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

Net cash used in operating activities

geEg
BB AIER
BTHSRBE :

MEBKA

AR
HEME - BE R

Rz EER
HE—RRBARZ K
0%k WERRERE
Hiv B EESH

it A
ERN LGS 6
FEMH

DAtz fh B AR A AR S
S F
i A NGIE S
HERAFETARR
ZHBEEZER
BAVEH ARG
LREENTEE
0% - BERRERESE

it RERERSR
HiEWAERERE
BEREBR

FEAR— R & X B IER (B
BB
N[k E R AR ERERBE
Hit U 2 REEE

EEESED
FEOEm),/ B
B 5 RIAR A EK

TIE (M), RS

BARNFAREMENFIR

¥/ (Rd)

RATEH ARG

SREENBENK

B 57 B R IEE A

RETBFARES
ERFAEH

- REARAME (THE])

£eEB (R FEREFR

2017 2016
ZE—tF ZTRF
RMB’000 RMB’000
AR®ET T ARETT
(1,034,856) (503,398)
(1,037) (1,877)
12,695 2,117
- 7
(746) -
80,225 74,794
797 66
865 1,234
66 89,931
4,544 13,036
- 19,916
(466) -
- 105
2,111 -
- (9,308)
683,326 316,841
27,558 15,261
3,121 -
107,055 =
89,915 -
4,795 -
2,540 -
(17,492) 18,725
(29,780) 3,616
(62,483) 34,884
11,683 (90,451)
- (32,669)
(72,860) =
(170,932) (65,895)
(287) (4,393)
(171,219) (70,288)




Investing activities
Interest received
Increase in loan receivables

Net cash outflows from acquisition of a subsidiary
Net cash outflow from investment in an associate

Payment for the purchase of property, plant
and equipment
Proceeds from sale of property, plant
and equipment
Settlement of contingent consideration payable
Proceeds from disposal of financial assets
at fair value through profit of loss

Net cash used in investing activities

Financing activities
Interest paid
Proceeds from issue of new shares, net of
issuance costs
Proceeds from new bank loans
Repayment of bank loans

Net cash generated from financing activities

Net decrease in cash and cash
equivalents

Cash and cash equivalents at 1 January

Effect of foreign exchange rates changes

Cash and cash equivalents at 31 December

Analysis of the balances of cash and cash

equivalents
Cash and cash equivalents at 31 December

Consolidated Statement of Cash Flows
mERERER

For the year ended 31 December 2017 HZE—T—+tF+_-_A=+—HIFE

2017 2016
—E—-tF —T—RF
Note RMB’000 RMB’000
=3 ARETR AREFTL
RETEH
B2 266 1,877
B RIEE M (25,000) =
YWE—HBARBRSRLFE 37 - (16,774)
BE-BBEARARSTLFE - (4,900)
BEWE  BEREEOER
(204,513) (435,477)
HEME - BE REEMEFE
= 85
EHENSAREBELATE 37 (44,643) -
HERAFEFABZZ S/

BEZBIE 39,866 =
RETHARSFE (234,024) (455,189)
BMETE

BRFE (10,725) 2,117)
BATIAR O (NBREATARA)
FriSsE 133,868 69,294
HRTERMBRE 196,900 105,600
BERITER (558) (55,000)
METEERESFE 319,485 117,777
BERBSEEY

WA RE (85,758) (407,700)
R—B—ANBRERELEEY 147,547 555,247
NELB2TE (64) =
RTZA=+-RANRERHELE

B 61,725 147,547
BERASEEMEHIN
R+-—A=+—RNBREKBELE

B 27(a) 61,725 147,547

The notes on pages 64 to 167 form part of these financial statements.
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Notes to the Financial Statements

A 7S HR AR Y

For the year ended 31 December 2017 HE—_ZT—+F+-_A=+—HIFE

GENERAL

Sanai Health Industry Group Company Limited (formerly known
as “Wuyi International Pharmaceutical Company Limited”) (the
“Company”) was incorporated in the Cayman Islands on 21 March
2006 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 (the “Cayman Companies Law”)
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, general trading and provision of finance leasing services.

SIGNIFICANT ACCOUNTING POLICIES

a) Statement of compliance

These financial statements have been prepared in accordance
with all applicable Hong Kong Financial Reporting Standards
(“HKFRSs”), which collective term includes all applicable
individual Hong Kong Financial Reporting Standards, Hong
Kong Accounting Standards (“HKASs”) and Interpretations
issued by the Hong Kong Institute of Certified Public
Accountants (“HKICPA”), accounting principles generally
accepted in Hong Kong and the disclosure requirements of the
Hong Kong Companies Ordinance. These financial statements
also comply with the applicable disclosure provisions of
the Rules Governing the Listing of Securities on The Stock
Exchange of Hong Kong Limited. Significant accounting
policies adopted by the Group are disclosed below.

The HKICPA has issued certain new and revised HKFRSs
which are first effective or available for early adoption for the
current accounting period of the Group. Note 3 provides
information on any changes in accounting policies resulting
from initial application of these developments to the extent
that they are relevant to the Group for the current and prior
accounting periods reflected in these financial statements.
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Notes to the Financial Statements

I IE AR MIEE

For the year ended 31 December 2017 HZ T —+F+_-_B=+—HIIFE

2.  SIGNIFICANT ACCOUNTING POLICIES (Continued)

b)

Basis of preparation of the financial statements

The consolidated financial statements for the year ended 31
December 2017 comprise the Company and its subsidiaries
(together referred to as the “Group”) and the Group’s interests
in an associate.

ltems included in the financial statements of each entity in
the Group are measured using the currency of the primary
economic environment in which the entity operates (the
“functional currency”). These 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.

The measurement basis used in the preparation of the financial
statements is the historical cost basis except as otherwise set
out in the accounting policies below.

The preparation of financial statements in conformity with
HKFRSs requires management to make judgements, estimates
and assumptions that affect the application of policies and
reported amounts of assets, liabilities, income and expenses.
The estimates and associated assumptions are based on
historical experience and various other factors that are believed
to be reasonable under the circumstances, the results of which
form the basis of making the judgements about carrying values
of assets and liabilities that are not readily apparent from other
sources. Actual results may differ from these estimates.

The estimates and underlying assumptions are reviewed on
an ongoing basis. Revisions to accounting estimates are
recognised in the period in which the estimate is revised if the
revision affects only that period, or in the period of the revision
and future periods if the revision affects both current and future
periods.

Judgements made by management in the application of
HKFRSs that have significant effect on the financial statements
and major sources of estimation uncertainty are discussed in
note 4.
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Notes to the Financial Statements
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For the year ended 31 December 2017 HE—_ZT—+F+-_A=+—HIFE

2.  SIGNIFICANT ACCOUNTING POLICIES (Continued)

b)

Basis of preparation of the financial statements (Continued)

Going concern basis

During the year ended 31 December 2017, the Group
incurred a net loss of RMB1,151,744,000 (2016:
RMB396,258,000), and as of that date, the Group had net
current liabilities of RMB44,836,000 (2016: net current assets
of RMB180,139,000). These conditions, indicate the existence
of a material uncertainty which may cast significant doubt
about the Group’s ability to continue as a going concern and
therefore the Group may be unable to realise its assets and
discharge its liabilities in the normal course of business.

The directors of the Company have taken steps to improve
the Group’s liquidity and solvency position, having regard to
the following: (i) the Company expected to have the ability to
and can successfully renew interest-bearing bank borrowings
in aggregate of RMB167,542,000 as at 31 December 2017
and (i) obtained loan facilities of HK$150,000,000 (equivalent
to approximately RMB120,000,000) granted by a non-banking
financial institution in Hong Kong in April 2018; and (iii) the
Company expected to adjust the selling price and undertake
cost measures for the year ending 31 December 2018. The
directors are of the opinion that the Group will be able to
generate sufficient funds to meet its financial obligations
when they fall due in the foreseeable future. Accordingly, the
consolidated financial statements of the Group have been
prepared on a going concern basis.

The validity of the going concern assumption on which the
consolidated financial statements are prepared is dependent
on the successful and favourable outcomes of the steps being
taken by the directors as described above.

Should the Group be unable to continue as a going concern,
adjustments would have to be made to restate the values of the
assets to their recoverable amounts, to provide for any further
liabilities which might arise and to classify non-current assets
and liabilities as current assets and liabilities respectively. The
effects of these potential adjustments have not been reflected
in these consolidated financial statements.
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Notes to the Financial Statements
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For the year ended 31 December 2017 HZ T —+F+_-_B=+—HIIFE

2.  SIGNIFICANT ACCOUNTING POLICIES (Continued)

c)

d)

Subsidiaries

Subsidiaries are entities controlled by the Group. The Group
controls an entity when it is exposed, or has rights, to variable
returns from its involvement with the entity and has the ability
to affect those returns through its power over the entity. When
assessing whether the Group has power, only substantive
rights (held by the Group and other parties) are considered.

An investment in a subsidiary is consolidated into the
consolidated financial statements from the date that control
commences until the date that control ceases. Intra-group
balances, transactions and cash flows and any unrealised
profits arising from intra-group transactions are eliminated
in full in preparing the consolidated financial statements.
Unrealised losses resulting from intra-group transactions are
eliminated in the same way as unrealised gains but only to the
extent that there is no evidence of impairment.

Changes in the Group’s ownership interests in existing
subsidiaries

Changes in the Group’s interests in a subsidiary that do
not result in a loss of control are accounted for as equity
transactions, whereby adjustments are made to the amounts
of controlling and non-controlling interests within consolidated
equity to reflect the change in relative interests, but no
adjustments are made to goodwill and no gain or loss is
recognised.

When the Group loses control of a subsidiary, it is accounted
for as a disposal of the entire interest in that subsidiary, with
a resulting gain or loss being recognised in profit or loss. Any
interest retained in that former subsidiary at the date when
control is lost is recognised at fair value and this amount is
regarded as the fair value on initial recognition of a financial
asset or, when appropriate, the cost on initial recognition of an
investment in an associate or joint venture.

In the Company’s statement of financial position, an investment
in a subsidiary is stated at cost less impairment losses (see
note 2(j)).

Associates

An associate is an entity in which the Group or Company
has significant influence, but not control or joint control, over
its management, including participation in the financial and
operating policy decisions.
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2.

SIGNIFICANT ACCOUNTING POLICIES (Continued)

d)

Associates (Continued)

An investment in an associate is accounted for in the
consolidated financial statements under the equity method,
unless it is classified as held for sale (or included in a disposal
group that is classified as held for sale). Under the equity
method, the investment is initially recorded at cost, adjusted
for any excess of the Group’s share of the acquisition-date
fair values of the investee’s identifiable net assets over the
cost of the investment (if any). Thereafter, the investment is
adjusted for the post acquisition change in the Group’s share
of the investee’s net assets and any impairment loss relating
to the investment (see notes 2(j)). Any acquisition-date excess
over cost, the Group’s share of the post-acquisition, post-
tax results of the investees and any impairment losses for the
year are recognised in the consolidated statement of profit or
loss, whereas the Group’s share of the post-acquisition post-
tax items of the investees’ other comprehensive income is
recognised in the consolidated statement of profit or loss and
other comprehensive income.

When the Group’s share of losses exceeds its interest in the
associate, the Group’s interest is reduced to nil and recognition
of further losses is discontinued except to the extent that
the Group has incurred legal or constructive obligations or
made payments on behalf of the investee. For this purpose,
the Group’s interest is the carrying amount of the investment
under the equity method together with the Group’s long-
term interests that in substance form part of the Group’s net
investment in the associate.

Unrealised profits and losses resulting from transactions
between the Group and its associates are eliminated to
the extent of the Group’s interest in the investee, except
where unrealised losses provide evidence of an impairment
of the asset transferred, in which case they are recognised
immediately in profit or loss.

If an investment in an associate becomes an investment in a
joint venture or vice versa, retained interest is not remeasured.
Instead, the investment continues to be accounted for under
the equity method.

In all other cases, when the Group ceases to have significant
influence over an associate, it is accounted for as a disposal of
the entire interest in that investee, with a resulting gain or loss
being recognised in profit or loss. Any interest retained in that
former investee at the date when significant influence is lost is
recognised at fair value and this amount is regarded as the fair
value on initial recognition of a financial asset.
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2.  SIGNIFICANT ACCOUNTING POLICIES (Continued)

e)

Business combinations

Acquisitions of businesses are accounted for using the
acquisition method. The consideration transferred in a
business combination is measured at fair value, which is
calculated as the sum of the acquisition-date fair values
of the assets transferred by the Group, liabilities incurred
by the Group to the former owners of the acquiree and
the equity interests issued by the Group in exchange
for control of the acquiree. Acquisition-related costs are
generally recognised in profit or loss as incurred.

At the acquisition date, the identifiable assets acquired
and the liabilities assumed are recognised at their fair
value, except that:

= deferred tax assets or liabilities, and assets
or liabilities related to employee benefit
arrangements are recognised and measured in
accordance with HKAS 12 Incomes Taxes and
HKAS 19 Employee Benefits respectively;

- liabilities or equity instruments related to share-
based payment arrangements of the acquiree or
share-based payment arrangements of the Group
entered into to replace share-based payment
arrangements of the acquiree are measured in
accordance with HKFRS 2 Share-based Payment
at the acquisition date; and

- assets (or disposal groups) that are classified as
held for sale in accordance with HKFRS 5 Non-
current Assets Held for Sale and Discontinued
Operations are measured in accordance with that
standard.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)

e)

Business combinations (Continued)

Goodwill is measured as the excess of the sum of the
consideration transferred, the amount of any non-
controlling interests in the acquiree, and the fair value
of the acquirer’s previously held equity interest in the
acquiree (if any) over the net amount of the identifiable
assets acquired and the liabilities assumed as at
acquisition date. If, after re-assessment, the net amount
of the identifiable assets acquired and liabilities assumed
exceeds the sum of the consideration transferred, the
amount of any non-controlling interests in the acquiree
and the fair value of the acquirer’s previously held
interest in the acquiree (if any), the excess is recognised
immediately in profit or loss as a bargain purchase gain.

Non-controlling interests that are present ownership
interests and entitle their holders to a proportionate
share of the relevant subsidiary’s net assets in the event
of liquidation are initially measured at the non-controlling
interests’ proportionate share of the recognised
amounts of the acquiree’s identifiable net assets or at
fair value. The choice of measurement basis is made on
a transaction-by-transaction basis. Other types of non-
controlling interests are measured at their fair value.

Where the consideration transferred by the Group in
a business combination includes assets or liabilities
resulting from a contingent consideration arrangement,
the contingent consideration is measured at its
acquisition-date fair value and included as part of the
consideration transferred in a business combination.
Changes in the fair value of the contingent consideration
that qualify as measurement period adjustments are
adjusted retrospectively, with the corresponding
adjustments against goodwill. Measurement period
adjustments are adjustments that arise from additional
information obtained during the “measurement period”
(which cannot exceed one year from the acquisition
date) about facts and circumstances that existed at the
acquisition date.

2.

e)

BRTBER

(%)

EBast (&)

Sk DN T PA
AR S 422 s A 2 1A 157 A B
73R AT (R R R IR E T A
ERFBZREBETBRER
FEGRE) 2 BB
e i 7T G B B P AR
WQFFW%H%Z%E
ZEBINETE o MR BFT
% %W%Tﬁ%ﬁ?&
FAEaERKRERRZ
FEBHMERKE £
fa] EFE AR A 25 MO AR UK BB 70
o PTG & RRA R UGB 75 A
ERAZRWB T RER
IFEUZDﬁ)Z%%fD H'Jt”
BB BN MR 2 MR
REERERE

?ﬁﬁ%ﬁ%%ﬁﬂ#%
BEFERE ABEZLA
DIEHEERBAREEF

B FER s - A

¥2 ¥ P o A 1R R

TR BB EEFE L O

RERBLLPIGHE - FFEE

ERFFIAR 5 im1EHE

2o HbIRR 2z IR A
THRE RN TEFE -

EARBERNEGAHTE
EIREREIARER
FEECZEESAER
FRAREBIREWEARA

FEEE  URB/NER
B o PTE R K E— A
e AAREBZAFER
#H(BER/TEHRAR)
Al - Ml B
AR RE SE o 58 BRI
BT [REHR (XA
B B U B A — )
MR 2GR IKRE R
PEEZZERBRZE
SNERLFTEE L 2 FH%E o



Notes to the Financial Statements

For the year ended 31 December 2017 HZE —Z—

2.  SIGNIFICANT ACCOUNTING POLICIES (Continued)

e)

Business combinations (Continued)

The subsequent accounting for the contingent
consideration that do not qualify as measurement
period adjustments depends on how the contingent
consideration is classified. Contingent consideration that
is classified as equity is not remeasured at subsequent
reporting dates and its subsequent settlement is
accounted for within equity. Contingent consideration
that is classified as an asset or a liability is remeasured
to fair value at subsequent reporting dates, with the
corresponding gain or loss being recognised in profit or
loss.

When a business combination is achieved in stages, the
Group’s previously held equity interest in the acquiree
is remeasured to fair value at the acquisition date (i.e.
the date when the Group obtains control), and the
resulting gain or loss, if any, is recognised in profit or
loss. Amounts arising from interests in the acquiree
prior to the acquisition date that have previously
been recognised in other comprehensive income are
reclassified to profit or loss where such treatment would
be appropriate if that interest were disposed of.

If the initial accounting for a business combination is
incomplete by the end of the reporting period in which
the combination occurs, the Group reports provisional
amounts for the items for which the accounting is
incomplete. Those provisional amounts are adjusted
during the measurement period (see above), and
additional assets or liabilities are recognised, to reflect
new information obtained about facts and circumstances
that existed at the acquisition date that, if known, would
have affected the amounts recognised at that date.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)

e)

i)

Goodwill

Goodwill arising on an acquisition of a business is carried
at cost as established at the date of acquisition of the
business less accumulated impairment losses, if any.

For the purposes of impairment testing, goodwill is
allocated to each of the Group’s cash-generating units
(or groups of cash-generating units) that is expected
to benefit from the synergies of the combination, which
represent the lowest level at which the goodwill is
monitored for internal management purposes and not
larger than an operating segment.

A cash-generating unit (or group of cash-generating
units) to which goodwill has been allocated is tested
for impairment annually or more frequently whenever
there is indication that the unit may be impaired. For
goodwill arising on an acquisition in a reporting period,
the cash-generating unit (or group of cash-generating
units) to which goodwill has been allocated is tested for
impairment before the end of that reporting period. If the
recoverable amount is less than its carrying amount, the
impairment loss is allocated first to reduce the carrying
amount of any goodwill and then to the other assets on
a pro-rata basis based on the carrying amount of each
asset in the unit (or group of cash-generating units).

On disposal of the relevant cash-generating unit,
the attributable amount of goodwill is included in the
determination of the amount of profit or loss on disposal
(or of any of the cash-generating unit within group of
cash-generating units in which the Group monitors
goodwill).
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2.  SIGNIFICANT ACCOUNTING POLICIES (Continued)

f)

Other investments in equity securities

The Group’s and the Company’s policies for investments in
equity securities, other than investments in subsidiaries and
associates, are as follows:

Investments in equity securities are initially stated at fair value,
which is their transaction price unless it is determined that the
fair value at initial recognition differs from the transaction price
and that fair value is evidenced by a quoted price in an active
market for an identical asset or liability or based on a valuation
technique that uses only data from observable markets. Cost
includes attributable transaction costs, except where indicated
otherwise below. These investments are subsequently
accounted for as follows, depending on their classification:

Investments in securities held for trading are classified
as current assets. Any attributable transaction costs are
recognised in profit or loss as incurred. At the end of each
reporting period the fair value is remeasured, with any resultant
gain or loss being recognised in profit or loss. The net gain
or loss recognised in profit or loss does not include any
dividends or interest earned on these investments as these are
recognised in accordance with the policies set out in note 2(s)
(v) and (ii).

Investments in securities which do not fall into any of the above
category are classified as available-for-sale securities. At the
end of each reporting period the fair value is remeasured,
with any resultant gain or loss being recognised in other
comprehensive income and accumulated separately in equity
in the investment revaluation reserve. As an exception to this,
investments in equity securities that do not have a quoted price
in an active market for an identical instrument and whose fair
value cannot otherwise be reliably measured are recognised
in the statement of financial position at cost less impairment
losses (see note 2(j)). Dividend income from equity securities
is recognised in profit or loss in accordance with the policy set
out in note 2(s)(v).

When the investments are derecognised or impaired, the
cumulative gain or loss recognised in equity is reclassified to
profit or loss. Investments are recognised/derecognised on the
date the Group commits to purchase/sell the investments or
they expire.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)

9)

Property, plant and equipment

Property, plant and equipment, including buildings held for
use in the production or supply of goods, or for administrative
purposes, other than construction in progress, are stated at
cost less any accumulated depreciation and any accumulated
impairment losses.

Depreciation is calculated to write off the cost of items of
property, plant and equipment, less their estimated residual
values, if any, using the straight-line method over their
estimated useful lives, at the following rates per annum:

3.33% or over the
unexpired term
of lease, if shorter
10%-20%

Buildings

Furniture, fixtures and equipment

Leasehold improvements 10%-20%
Motor vehicles 20%
Plant and machinery 10%-20%

For those impaired property, plant and equipment, including
buildings, furniture, fixtures and equipment and plant and
equipment in one of the factories in Jianyang City, Fujian
Province, the PRC, not fully depreciated, depreciation is
provided based on book value after deducting impairment
provision over the estimated useful life.

Where parts of an item of property, plant and equipment
have different useful lives, the cost of the item is allocated
on a reasonable basis between the parts and each part is
depreciated separately. Both the useful life of an asset and its
residual value, if any, are reviewed annually.

Historical cost includes expenditure that is directly attributable
to the acquisition of the items. Cost may also include transfers
from equity of any gains/losses on qualifying cash flow
hedges of foreign currency purchases of property, plant and
equipment.

Subsequent costs are included in the asset’s carrying amount
or recognised as a separate asset, as appropriate, only when
it is probable that future economic benefits associated with
the item will flow to the Group and the cost of the item can
be measured reliably. The carrying amount of any component
accounted for as a separate asset is derecognised when
replaced. All other repairs and maintenance are recognised
in profit or loss during the reporting period in which they are
incurred.
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2.  SIGNIFICANT ACCOUNTING POLICIES (Continued)

9)

h)

Property, plant and equipment (Continued)

An asset’s carrying amount is written down immediately to its
recoverable amount if the asset’s carrying amount is greater
than its estimated recoverable amount.

Gains or losses arising from the retirement or disposal of an
item of property, plant and equipment are determined as the
difference between the net proceeds on disposal and the
carrying amount of the item and are recognised in profit or loss
on the date of retirement or disposal.

Properties, plant and equipment in the course of construction
for production, supply or administrative purposes are carried
at cost, less any recognised impairment loss. Cost includes
professional fees and, for qualifying assets, borrowing costs
capitalised in accordance with the Group’s accounting policy.
Such properties, plant and equipment are classified to the
appropriate categories of property, plant and equipment
when completed and ready for intended use. Depreciation
of these assets, on the same basis as other property assets,
commences when the assets are ready for their intended use.

Intangible assets (other than goodwill)

Internally — generated intangible assets — research and
development expenditure

Expenditure on research activities is recognised as an
expense in the period in which it is incurred. Expenditure
on development activities is capitalised if the product or
process is technically and commercially feasible and the
Group has sufficient resources and the intention to complete
development. Capitalised development costs are stated at cost
less accumulated amortisation and impairment losses. Other
development expenditure is recognised as an expense in the
period in which it is incurred.

Intangible assets acquired separately

Intangible assets with finite useful lives that are acquired
separately are carried at costs less accumulated amortisation
and any accumulated impairment losses. Amortisation for
intangible assets with finite useful lives is recognised on
a straight-line basis over their estimated useful lives. The
estimated useful life and amortisation method are reviewed at
the end of each reporting period, with the effect of any changes
in estimate being accounted for on a prospective basis.
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2.  SIGNIFICANT ACCOUNTING POLICIES (Continued)

h) Intangible assets (other than goodwill) (Continued)

Intangible assets acquired separately (Continued)

Amortisation of intangible assets with finite useful lives is
charged to profit or loss on a straight-line basis over the assets’
estimated useful lives. The following intangible assets with finite
useful lives are amortised from the date they are available for

use and their estimated useful lives are as follows:

Product development costs 5 years
Patents 5 years
Software 5 years

Both the period and method of amortisation are reviewed

annually.

Intangible assets acquired in a business combination

Intangible assets acquired in a business combination and
recognised separately from goodwill are initially recognised at
their fair value at the acquisition date (which is regarded as their

cost).

Subsequent to initial recognition, intangible assets acquired in
a business combination are reported at cost less accumulated
amortisation and accumulated impairment losses, on the same
basis as intangible assets that are acquired separately.

Derecognition of intangible assets

An intangible asset is derecognised on disposal, or when no
future economic benefits are expected from use or disposal.
Gains and losses arising from derecognition of an intangible
asset, measured as the difference between the net disposal
proceeds and the carrying amount of the asset, are recognised
in profit or loss in the period when the asset is derecognised.

i) Leased assets

An arrangement, comprising a transaction or a series of
transactions, is or contains a lease if the Group determines
that the arrangement conveys a right to use a specific asset
or assets for an agreed period of time in return for a payment
or a series of payments. Such a determination is made based
on an evaluation of the substance of the arrangement and is
regardless of whether the arrangement takes the legal form of

a lease.
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Notes to the Financial Statements

For the year ended 31 December 2017 HE —F

2.  SIGNIFICANT ACCOUNTING POLICIES (Continued)

i) Leased assets (Continued)

i)

i)

Classification of assets leased to the Group

Assets that are held by the Group under leases which
transfer to the Group substantially all the risks and
rewards of ownership are classified as being held
under finance leases. Leases which do not transfer
substantially all the risks and rewards of ownership to
the Group are classified as operating leases, with the
following exceptions:

- property held under operating leases that would
otherwise meet the definition of an investment
property is classified as an investment property
on a property-by-property basis and, if classified
as investment property, is accounted for as if held
under a finance lease; and

- land held for own use under an operating lease,
the fair value of which cannot be measured
separately from the fair value of a building situated
thereon at the inception of the lease, is accounted
for as being held under a finance lease, unless
the building is also clearly held under an operating
lease. For these purposes, the inception of the
lease is the time that the lease was first entered
into by the Group, or taken over from the previous
lessee.

Operating lease charges

Where the Group has the use of assets under operating
leases, payments made under the leases are charged
to profit or loss in equal instalments over the accounting
periods covered by the lease term, except where an
alternative basis is more representative of the pattern
of benefits to be derived from the leased asset. Lease
incentives received are recognised in profit or loss as
an integral part of the aggregate net lease payments
made. Contingent rentals are charged as expenses in
the accounting period in which they are incurred.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)

i)

Leased assets (Continued)

i)

iv)

Finance leasing income

Amounts due from lessees under finance leases are
recognised as receivables at the amount of the Group’s
net investment in the leases. Finance lease income
is allocated to accounting periods so as to reflect a
constant periodic rate of return on the Group’s net
investment outstanding in respect of the leases.

Leasehold land and building for own use

When the Group makes payments for a property
interest which includes both leasehold land and building
elements, the Group assesses the classification of each
element separately based on the assessment as to
whether substantially all the risks and rewards incidental
to ownership of each element have been transferred
to the Group, unless it is clear that both elements are
operating leases in which case the entire property is
accounted for as an operating lease. Specifically, the
entire consideration (including any lumpsum upfront
payments) are allocated between the leasehold land and
the building elements in proportion to the relative fair
values of the leasehold interests in the land element and
building element of the lease at initial recognition.

To the extent the allocation of the relevant payments
can be made reliably, interest in leasehold land that
is accounted for as an operating lease is presented
as “land use rights” in the consolidated statement of
financial position and is amortised over the lease term
on a straight-line basis. When the payments cannot
be allocated reliably between the leasehold land and
building elements, the entire property is generally
classified as if the leasehold land is under finance lease.
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Notes to the Financial Statements

For the year ended 31 December 2017 HE —F

2.  SIGNIFICANT ACCOUNTING POLICIES (Continued)

)] Impairment of assets

i)

Impairment of investments in equity securities and
receivables

Investments in equity securities and other current
and non-current receivables that are stated at cost or
amortised cost are reviewed at the end of each reporting
period to determine whether there is objective evidence
of impairment. Objective evidence of impairment
includes observable data that comes to the attention
of the Group about one or more of the following loss
events:

- significant financial difficulty of the debtor;

- a breach of contract, such as a default or
delinquency in interest or principal payments;

- it becoming probable that the debtor will enter
bankruptcy or other financial reorganisation;

- significant changes in the technological, market,
economic or legal environment that have an
adverse effect on the debtor; and

- a significant or prolonged decline in the fair value
of an investment in an equity instrument below its
cost.

If any such evidence exists, any impairment loss is
determined and recognised as follows:

- For investments in associates accounted for under
the equity method in the consolidated financial
statements (see note 2(d)), the impairment loss is
measured by comparing the recoverable amount
of the investment with its carrying amount in
accordance with note 2(j)(ii). The impairment loss
is reversed if there has been a favourable change
in the estimates used to determine the recoverable
amount in accordance with note 2(j)(ii).
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2. SIGNIFICANT ACCOUNTING POLICIES (Continued) 2. TESHEEGE)
i) Impairment of assets (Continued) ) EERE (&)

i) Impairment of investments in equity securities and i) IR EHFRE R EW LA

receivables (Continued) ZME (&)

= For trade and other current receivables and other — FIREEA AT

financial assets carried at amortised cost, the 2B 5 EWRIE K

impairment loss is measured as the difference H i BN AR FE YR IE

between the asset’s carrying amount and the AR E &/ EE

present value of the estimated future cash s BEEER

flows, discounted at the financial asset’s original BEZEEDAERR

effective interest rate (i.e., the effective interest CREERVZE

rate computed at initial recognition of these
assets), where the effect of discounting is material.
This assessment is made collectively where these
financial assets share similar risk characteristics,
such as similar past due status, and have not been
individually assessed as impaired. Future cash
flows for financial assets which are assessed for
impairment collectively are based on historical
loss experience for assets with credit risk
characteristics similar to the collective group.

If in a subsequent period the amount of an
impairment loss decreases and the decrease
can be linked objectively to an event occurring
after the impairment loss was recognised, the
impairment loss is reversed through profit or loss.
A reversal of an impairment loss shall not result in
the asset’s carrying amount exceeding that which
would have been determined had no impairment
loss been recognised in prior years.
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2.  SIGNIFICANT ACCOUNTING POLICIES (Continued)

)] Impairment of assets (Continued)

i)

Impairment of investments in equity securities and
receivables (Continued)

Impairment losses are written off against the
corresponding assets directly, except for impairment
losses recognised in respect of trade receivables, other
receivables and amounts due from an associate included
within trade and other receivables, whose recovery is
considered doubtful but not remote. In this case, the
impairment losses for doubtful debts are recorded using
an allowance account. When the Group is satisfied that
recovery is remote, the amount considered irrecoverable
is written off against trade receivables, other receivables
and amounts due from an associate directly and any
amounts held in the allowance account relating to that
debt are reversed. Subsequent recoveries of amounts
previously charged to the allowance account are
reversed against the allowance account. Other changes
in the allowance account and subsequent recoveries of
amounts previously written off directly are recognised in
profit or loss.

Impairment of other assets

Internal and external sources of information are reviewed
at the end of each reporting period to identify indications
that the following assets may be impaired or, an
impairment loss previously recognised no longer exists
or may have decreased:

- property, plant and equipment;

- land use rights;

- other intangible assets;

- prepayments and deposits;

- goodwill;

- interests in an associate; and

- investments in subsidiaries in the Company’s
statement of financial position.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)

)]

Impairment of assets (Continued)

i)

Impairment of other assets (Continued)

If any such indication exists, the asset’s recoverable
amount is estimated. In addition, for goodwill and
intangible assets that are not yet available for use, the
recoverable amount is estimated annually whether or not
there is any indication of impairment.

- Calculation of recoverable amount

The recoverable amount of an asset is the greater
of its fair value less costs of disposal and value
in use. In assessing value in use, the estimated
future cash flows are discounted to their present
value using a pre-tax discount rate that reflects
current market assessments of the time value of
money and the risks specific to the asset. Where
an asset does not generate cash inflows largely
independent of those from other assets, the
recoverable amount is determined for the smallest
group of assets that generates cash inflows
independently (that is, a cash-generating unit).

- Recognition of impairment losses

An impairment loss is recognised in profit or loss
whenever the carrying amount of an asset, or the
cash-generating unit to which it belongs, exceeds
its recoverable amount. Impairment losses
recognised in respect of cash-generating units
are allocated first to reduce the carrying amount
of any goodwill allocated to the cash-generating
unit (or group of units) and then, to reduce the
carrying amount of the other assets in the unit (or
group of units) on a pro rata basis, except that
the carrying value of an asset will not be reduced
below its individual fair value less costs of disposal
(if measurable) or value in use (if determinable).
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2.  SIGNIFICANT ACCOUNTING POLICIES (Continued)

)] Impairment of assets (Continued)

i)

i)

Impairment of other assets (Continued)

- Reversals of impairment losses
In respect of assets other than goodwill, an
impairment loss is reversed if there has been
a favourable change in the estimates used to
determine the recoverable amount. An impairment
loss in respect of goodwill is not reversed.

A reversal of an impairment loss is limited to
the asset’s carrying amount that would have
been determined had no impairment loss been
recognised in prior years. Reversals of impairment
losses are credited to profit or loss in the year in
which the reversals are recognised.

Interim financial reporting and impairment

Under the Rules Governing the Listing of Securities on
The Stock Exchange of Hong Kong Limited, the Group
is required to prepare an interim financial report in
compliance with HKAS 34 Interim Financial Reporting,
in respect of the first six months of the financial year. At
the end of the interim period, the Group applies the same
impairment testing, recognition, and reversal criteria as it
would at the end of the financial year (see note 2(j)(i) and

(ii)).

Impairment losses recognised in an interim period in
respect of goodwill, available-for-sale equity securities
and unquoted equity securities carried at cost are not
reversed in a subsequent period. This is the case even if
no loss, or a smaller loss, would have been recognised
had the impairment been assessed only at the end of
the financial year to which the interim period relates.
Consequently, if the fair value of an available-for-sale
equity security increases in the remainder of the annual
period, or in any other period subsequently, the increase
is recognised in other comprehensive income and not
profit or loss.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)

k)

m)

n)

Inventories
Inventories are carried at the lower of cost and net realisable
value.

Cost is calculated using the weighted average cost formula
and comprises all costs of purchase, costs of conversion and
other costs incurred in bringing the inventories to their present
location and condition.

Net realisable value is the estimated selling price in the ordinary
course of business less the estimated costs of completion and
the estimated costs necessary to make the sale.

When inventories are sold, the carrying amount of those
inventories is recognised as an expense in the period in which
the related revenue is recognised. The amount of any write-
down of inventories to net realisable value and all losses of
inventories are recognised as an expense in the period the
write-down or loss occurs. The amount of any reversal of any
write-down of inventories is recognised as a reduction in the
amount of inventories recognised as an expense in the period
in which the reversal occurs.

Trade and other receivables

Trade and other receivables are initially recognised at fair value
and thereafter stated at amortised cost using the effective
interest method, less allowance for impairment of doubtful
debts, except where the receivables are interest-free loans
made to related parties without any fixed repayment terms or
the effect of discounting would be immaterial. In such cases,
the receivables are stated at cost less allowance for impairment
of doubtful debts (see note 2(j)(i)).

Interest-bearing borrowings

Interest-bearing borrowings are recognised initially at fair
value less attributable transaction costs. Subsequent to
initial recognition, interest-bearing borrowings are stated at
amortised cost with any difference between the amount initially
recognised and redemption value being recognised in profit
or loss over the period of the borrowings, together with any
interest and fees payable, using the effective interest method.

Trade and other payables

Trade and other payables are initially recognised at fair value
and subsequently stated at amortised cost unless the effect of
discounting would be immaterial, in which case they are carried
at cost.
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2.  SIGNIFICANT ACCOUNTING POLICIES (Continued)

o)

p)

Cash and cash equivalents

Cash and cash equivalents comprise cash at bank and
on hand, demand deposits with banks and other financial
institutions, and short-term, highly liquid investments that are
readily convertible into known amounts of cash and which are
subject to an insignificant risk of changes in value, having been
within three months of maturity at acquisition.

Employee benefits

i)

i)

Short term employee benefits and contributions to
defined contribution retirement plans

Salaries, annual bonuses, paid annual leave,
contributions to defined contribution retirement plans
and the cost of non-monetary benefits are accrued in
the year in which the associated services are rendered
by employees. Where payment or settlement is deferred
and the effect would be material, these amounts are
stated at their present values.

Share-based payments

Share options granted to employees

The fair value of share options granted to employees is
recognised as an employee cost with a corresponding
increase in a capital reserve within equity. The fair value
is measured at grant date taking into account the terms
and conditions upon which the options were granted.
Where the employees have to meet vesting conditions
before becoming unconditionally entitled to the options,
the total estimated fair value of the options is spread over
the vesting period, taking into account the probability
that the options will vest.

During the vesting period, the number of share options
that is expected to vest is reviewed. Any resulting
adjustment to the cumulative fair value recognised
in prior years is charged/credited to profit or loss for
the year of the review, unless the original employee
expenses qualify for recognition as an asset, with a
corresponding adjustment to the capital reserve. On
vesting date, the amount recognised as an expense is
adjusted to reflect the actual number of share options
that vest (with a corresponding adjustment to the capital
reserve) except where forfeiture is only due to not
achieving vesting conditions that relate to the market
price of the Company’s shares. The equity amount is
recognised in the capital reserve until either the option
is exercised (when it is transferred to the share premium
account) or the option expires (when it is released
directly to retained profits).

2. EEEFHHEGE)

o)

p)

RERRESEEY

ReMReFEMERERTET
BERE  RITREMSEEEL
AR - AIBER IR AREE &
HREMRAEANEEZDER
ZEHARRHMRE - 2R
REABRETA=EANUT -

BEEF

1)

GRS 15 7 R E BER
Bk 2 H7

e FEEAL BFHFF
B EREHFRRGEZ
EREIEEERMARAR
BERHBERE 2 FE
MG o R E T Rk 4
HeERERNZHE b
FERELRETIRR -

R G BE#Z 5

R TIER ZfEIRIE
ETEEZBREQATE
RBA T 2 BB R AR
J& 3% 0 T #E RR % 1B B K
Ko RFEREEHG
8 I E BRI E
Z AR A o anfE B
BT ERBREAIZAS
NEBBIRME  BFAR
PRAER B 2 FIRENETR - 1
st B R T EAER
BEBHEE

REBER - RS
REZEREHE - B
EFEERNRFATE
Ff {2 (1] 38 B 5 1A e
FEIISFEABREA
MR 2 3B B N AR
R - ETRREERX
BERREET ®AK
Sho EERBH  ERRX
HZ BEEASEL SR -
2 Bk 5 B8 A T 9 8 A 20
B (1A 2 BRI B A
EERR)  ERARAR
Az ki T EBRERBIE
SR BEE R 5] Bz BERR
S o HE 25 S FE T B AU 17
AR - B EBRERN
1T (FEUL BN T s
R (B RR) B R E W
(FEUER T HERREDR
BEMA) °



Notes to the Financial Statements

B ISR AL

For the year ended 31 December 2017 HE—_ZT—+F+_-_A=+—HIFE

2.  SIGNIFICANT ACCOUNTING POLICIES (Continued)

p) Employee benefits (Continued)
ii) Share-based payments (Continued)

Share options granted to consultants

Share options issued in exchange for goods or
services are measured at the fair values of the goods
or services received, unless that fair value cannot be
reliably measured, in which case the goods or services
received are measured by reference to the fair value
of the share options granted. The fair values of the
goods or services received are recognised as expenses,
with a corresponding increase in equity (share options
reserve), when the Group obtains the goods or when
the counterparties render services, unless the goods or

services qualify for recognition as assets.

iif) Termination benefits

Termination benefits are recognised at the earlier of
when the Group can no longer withdraw the offer of
those benefits and when it recognises restructuring
costs involving the payment of termination benefits.

q) Income tax

Income tax for the year comprises current tax and movements
in deferred tax assets and liabilities. Current tax and
movements in deferred tax assets and liabilities are recognised
in profit or loss except to the extent that they relate to items
recognised in other comprehensive income or directly in equity,
in which case the relevant amounts of tax are recognised in
other comprehensive income or directly in equity, respectively.

Current tax is the expected tax payable on the taxable income
for the year, using tax rates enacted or substantively enacted
at the end of the reporting period, and any adjustment to tax

payable in respect of previous years.

Deferred tax assets and liabilities arise from deductible
and taxable temporary differences respectively, being the
differences between the carrying amounts of assets and
liabilities for financial reporting purposes and their tax bases.
Deferred tax assets also arise from unused tax losses and

unused tax credits.
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2.  SIGNIFICANT ACCOUNTING POLICIES (Continued)

q)

Income tax (Continued)

Apart from certain limited exceptions, all deferred tax liabilities,
and all deferred tax assets to the extent that it is probable that
future taxable profits will be available against which the asset
can be utilised, are recognised. Future taxable profits that may
support the recognition of deferred tax assets arising from
deductible temporary differences include those that will arise
from the reversal of existing taxable temporary differences,
provided those differences relate to the same taxation authority
and the same taxable entity, and are expected to reverse either
in the same period as the expected reversal of the deductible
temporary differences or in periods into which a tax loss arising
from the deferred tax asset can be carried back or forward. The
same criteria are adopted when determining whether existing
taxable temporary differences support the recognition of
deferred tax assets arising from unused tax losses and credits,
that is, those differences are taken into account if they relate to
the same taxation authority and the same taxable entity, and
are expected to reverse in a period, or periods, in which the tax
loss or credit can be utilised.

The limited exceptions to recognition of deferred tax assets and
liabilities are those temporary differences arising from goodwill
not deductible for tax purposes, the initial recognition of assets
or liabilities that affect neither accounting nor taxable profit
(provided they are not part of a business combination) and
temporary differences relating to investments in subsidiaries to
the extent that, in the case of taxable differences, the Group
controls the timing of the reversal and it is probable that the
differences will not reverse in the foreseeable future, or in the
case of deductible differences, unless it is probable that they
will reverse in the future.

The amount of deferred tax recognised is measured based on
the expected manner of realisation or settlement of the carrying
amount of the assets and liabilities, using tax rates enacted
or substantively enacted at the end of the reporting period.
Deferred tax assets and liabilities are not discounted.
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28

SIGNIFICANT ACCOUNTING POLICIES (Continued)

Q)

Income tax (Continued)

The carrying amount of a deferred tax asset is reviewed at the
end of each reporting period and is reduced to the extent that
it is no longer probable that sufficient taxable profits will be
available to allow the related tax benefit to be utilised. Any such
reduction is reversed to the extent that it becomes probable
that sufficient taxable profits will be available.

Additional income taxes that arise from the distribution of
dividends are recognised when the liability to pay the related
dividends is recognised.

Current tax balances and deferred tax balances, and
movements therein, are presented separately from each
other and are not offset. Current tax assets are offset against
current tax liabilities, and deferred tax assets against deferred
tax liabilities, if the Company or the Group has the legally
enforceable right to set off current tax assets against current
tax liabilities and the following additional conditions are met:

- in the case of current tax assets and liabilities, the
Company or the Group intends either to settle on a
net basis, or to realise the asset and settle the liability
simultaneously; or

- in the case of deferred tax assets and liabilities, if they
relate to income taxes levied by the same taxation
authority on either:

- the same taxable entity; or

- different taxable entities, which, in each future
period in which significant amounts of deferred tax
liabilities or assets are expected to be settled or
recovered, intend to realise the current tax assets
and settle the current tax liabilities on a net basis
or realise and settle simultaneously.

*

a)

=z

=113

TR ()

FRiSH (&)
AEESESERSHREHE
EFASMAEEMNRMTRE - IR
AEBBY B &R R AN
JE SR A M A AT AR B RO AR A5 )
7 ZELEMEHREENRES
BESHRE BERMRBEET
REESEANERVEN - AR
BEESEME -

P IR 35 S B P EE A RO BRSPS A
TEX N AR S E R

2l
at ©

EHMELEMEH &SRR EES
HEORIIR - XA TR -
AR B AL BB EETEME
AE ISR EERHE MRS
BEfE - W ERA AT R
MIERT  EHMELEMSHE
B R LA B 5 8 AR AE P
CUACIEE

- EHFSEHEERAE:
RN B AR B ERF
BMELELE  KRABEH
ZEEMEEZAR o

- EERSHEEZE&ARE:
ELBEERAFBENERR
— SRR A T Edh —
B FRSH AR -

- R-ERHEERE:
%

- TRAMERHKE
B ELERE
EHREBEEGNE
ANBEEFEHRE
EREHEERKRE
BIEFRISTEER
LA U [e] 9 5 Fe) A
BRERELEERE
HAREREENG
HEHMBHA
& SRR ZEZ
BENEEZEE -



Notes to the Financial Statements

IR MIEE

For the year ended 31 December 2017 BE—ZT—+F+-_A=+—HIFE

2.  SIGNIFICANT ACCOUNTING POLICIES (Continued)

r) Provisions and contingent liabilities

i)

i)

Contingent liabilities assumed in business
combinations

Contingent liabilities assumed in a business combination
which are present obligations at the date of acquisition
are initially recognised at fair value, provided the
fair value can be reliably measured. After their initial
recognition at fair value, such contingent liabilities
are recognised at the higher of the amount initially
recognised, less accumulated amortisation where
appropriate, and the amount that would be determined
in accordance with note 2(r)(ii). Contingent liabilities
assumed in a business combination that cannot be
reliably fair valued or were not present obligations at the
date of acquisition are disclosed in accordance with note

2.

Other provisions and contingent liabilities

Provisions are recognised for liabilities of uncertain
timing or amount when the Group or the Company has
a legal or constructive obligation arising as a result of a
past event, it is probable that an outflow of economic
benefits will be required to settle the obligation and a
reliable estimate can be made. Where the time value
of money is material, provisions are stated at the
present value of the expenditure expected to settle the
obligation.

Where it is not probable that an outflow of economic
benefits will be required, or the amount cannot be
estimated reliably, the obligation is disclosed as a
contingent liability, unless the probability of an outflow
of economic benefits is remote. Possible obligations,
whose existence will only be confirmed by the
occurrence or non-occurrence of one or more future
events are also disclosed as contingent liabilities unless
the probability of outflow of economic benefits is remote.
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2.  SIGNIFICANT ACCOUNTING POLICIES (Continued) FESTTBER ()
s) Revenue recognition s) WA TER

Revenue is measured at the fair value of the consideration WA Th iR B Yk B R (B H) A F

received or receivable. Provided it is probable that the BitHE o WASBE AL EFLRE

economic benefits will flow to the Group and the revenue s - MM A R A (2B A ) g

and costs, if applicable, can be measured reliably, revenue is ASEMEE - AR TR

recognised in profit or loss as follows: B iER

i) Sale of goods i) HEE T
Revenue is recognised when goods are delivered at the REVXNEREFRYWE
customers’ premises, which is taken to be the point in B BIRPEREDIAR
time when the customer has accepted the goods and AR 2 B &0 R
the related risks and rewards of ownership. Revenue FEERKRA  WATESHE
excludes value added tax or other sales taxes and is after HEHNEMEEHER
deduction of any trade discounts. EHIBREMRE S5 -

ii)  Interest income i) FEWKA
Interest income is recognised as it accrues using the FEWAREELRER
effective interest method. BRI EIERER -

iii)  Service income ii)  AREEURA
Service income is recognised in profit or loss when the RASUW A RIREREER
services are delivered. B AR o

iv)  Finance leasing income iv) EEHEKA
Finance leasing income, including handling fee income BERERA (BEFES
and interest from finance leasing business, is allocated WA R EREEBFE)
to accounting periods so as to reflect a constant periodic ENEEEEsHE - AR
rate of return on the Group’s net investment outstanding Rk 7K &£ B S A 49 2 oK A
in respect of the leases. TE 2 E AR IR -

v)  Dividends v KE
Dividend income from listed investments is recognised FHRE 2B AREK
when the share price of the investment goes ex- B MRERR SRR ©
dividend.

1) Translation of foreign currencies t) HNESTE

Foreign currency transactions during the year are translated
at the foreign exchange rates ruling at the transaction dates.
Monetary assets and liabilities denominated in foreign
currencies are translated at the foreign exchange rates ruling at
the end of the reporting period. Exchange gains and losses are
recognised in profit or loss.

Non-monetary assets and liabilities that are measured in terms
of historical cost in a foreign currency are translated using
the foreign exchange rates ruling at the transaction dates.
Non-monetary assets and liabilities denominated in foreign
currencies stated at fair value are translated using the foreign
exchange rates ruling at the dates the fair value was measured.
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2.  SIGNIFICANT ACCOUNTING POLICIES (Continued)

1)

u)

Translation of foreign currencies (Continued)

The results of foreign operations are translated into RMB at
the exchange rates approximating the foreign exchange rates
ruling at the dates of the transactions. Statement of financial
position items, including goodwill arising on consolidation of
foreign operations acquired on or after 1 January 2005, are
translated into RMB at the closing foreign exchange rates
at the end of the reporting period. The resulting exchange
differences are recognised in other comprehensive income and
accumulated separately in equity in the translation reserve.

On the disposal of a foreign operation (i.e. a disposal of the
Group’s entire interest in a foreign operation, a disposal
involving loss of control over a subsidiary that includes a foreign
operation, or a partial disposal of an interest in an associate
that includes a foreign operation of which the retained interest
becomes a financial asset), all of the exchange differences
accumulated in equity in respect of that operation attributable
to the owners of the Company are reclassified to profit or loss.

In addition, in relation to a partial disposal of a subsidiary that
includes a foreign operation that does not result in the Group
losing control over the subsidiary, the proportionate share of
accumulated exchange differences are re-attributed to non-
controlling interests and are not recognised in profit or loss. For
all other partial disposals (i.e. partial disposals of associates
that do not result in the Group losing significant influence), the
proportionate share of the accumulated exchange differences
is reclassified to profit or loss.

Borrowing costs

Borrowing costs that are directly attributable to the acquisition,
construction or production of an asset which necessarily takes
a substantial period of time to get ready for its intended use
or sale are capitalised as part of the cost of that asset. Other
borrowing costs are expensed in the period in which they are
incurred.

The capitalisation of borrowing costs as part of the cost
of a qualifying asset commences when expenditure for the
asset is being incurred, borrowing costs are being incurred
and activities that are necessary to prepare the asset for
its intended use or sale are in progress. Capitalisation of
borrowing costs is suspended or ceases when substantially all
the activities necessary to prepare the qualifying asset for its
intended use or sale are interrupted or complete.
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2. SIGNIFICANT ACCOUNTING POLICIES (Continued) 2. TESHEEGE)
) Related parties v) BEAL
a) A person, or a close member of that person’s family, is a fHEBIATAL:G BIsZATLT
related to the Group if that person: R ATHEEZEIHRE
% B B E G B

i) has control or joint control over the Group; i) 128 51 5% FE [R) 22 &l Ax

£8
if) has significant influence over the Group; or i) HAEBEBFERY

25k
i) is @ member of the key management personnel of iy ARASEHEASE
the Group or the Group’s parent. NREMEEER
b)  An entity is related to the Group if any of the following b) WS THE G - B

conditions applies: FZEBEANEEAE

i) The entity and the Group are members of the i) ZEBERAEEA

iii)

same group (which means that each parent,
subsidiary and fellow subsidiary is related to the
others).

One entity is an associate or joint venture of the
other entity (or an associate or joint venture of a
member of a group of which the other entity is a
member).

Both entities are joint ventures of the same third
party.
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iv)  One entity is a joint venture of a third entity and the vy —HEEARE=H
other entity is an associate of the third entity. EEMNAENE
mME—BERARZSE
—HEBHNBEA
e
v)  The entity is a post-employment benefit plan for V) ZERAKNEEK
the benefit of employees of either the Group or an Eﬁizli SBEREZ
entity related to the Group. ERMEENRR
S RIRERREAIETE] o
vi)  The entity is controlled or jointly controlled by a Vi REBRRZM (AT

person identified in (a).
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2.  SIGNIFICANT ACCOUNTING POLICIES (Continued)

v)

w)

Related parties (Continued)
b) An entity is related to the Group if any of the following
conditions applies: (Continued)

viij A person identified in (a)(i) has significant
influence over the entity or is @ member of the key
management personnel of the entity (or of a parent
of the entity).

viii)  The entity, or any member of a group of which
it is a part, provide key management personnel
services to the Group or to the Group’s parent.

Close members of the family of a person are those family
members who may be expected to influence, or be influenced
by, that person in their dealings with the entity.

Segment reporting

Operating segments, and the amounts of each segment
item reported in the financial statements, are identified from
the financial information provided regularly to the Board of
directors (“Board”), being the chief operating decision maker,
for the purpose of allocating resources to, and assessing the
performance of, the Group’s various lines of business and
geographical locations.

Individually material operating segments are not aggregated
for financial reporting purposes unless the segments have
similar economic characteristics and are similar in respect of
the nature of products and services, the nature of production
processes, the type or class of customers, the methods used
to distribute the products or provide the services, and the
nature of the regulatory environment. Operating segments
which are not individually material may be aggregated if they
share a majority of these criteria.
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APPLICATION OF NEW AND REVISED HONG KONG
FINANCIAL REPORTING STANDARDS (“HKFRSs”)

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 Disclosure Initiative

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

As part of the Annual Improvements
to HKFRSs 2014-2016 Cycle

Amendments to HKFRS 12

Amendments to HKAS 7 Disclosure Initiative

The Group has applied these amendments for the first time in
the current year. The amendments require an entity to provide
disclosures that enable users of financial statements to evaluate
changes in liabilities arising from financing activities, including both
cash and non-cash changes. In addition, the amendments also
require disclosures on changes in financial assets if cash flows from
those financial assets were, or future cash flows will be, included in
cash flows from financing activities.

Specifically, the amendments require the following to be disclosed: (i)
changes from financing cash flows; (ii) changes arising from obtaining
or losing control of subsidiaries or other businesses; (i) the effect of
changes in foreign exchange rates; (iv) changes in fair values; and (v)
other changes.

A reconciliation between the opening and closing balances of these
items is provided in note 27. Consistent with the transition provisions
of the amendments, the Group has not disclosed comparative
information for the prior year. Apart from the additional disclosure in
note 27, the application of these amendments has had no impact on
the Group’s consolidated financial statements.

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

The amendments provide guidance on how an entity determines, in
accordance with HKAS 12 Income Taxes, whether to recognise a
deferred tax asset in relation to unrealised losses of a debt instrument
that is measured at fair value under certain specific facts and
circumstances, such as it is probable that all the contractual cash
flows of the debt instrument will be collected and any gains/losses on
the debt instrument are taxable (deductible only when realised).
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APPLICATION OF NEW AND REVISED HONG KONG
FINANCIAL REPORTING STANDARDS (“HKFRSs”)
(Continued)

Amendments to HKFRS 12 As part of the Annual Improvements
to HKFRSs 2014-2016 Cycle

The Group has applied the amendments to HKFRS 12 included in
the Annual Improvements to HKFRSs 2014-2016 Cycle for the first
time in the current year. The amendments to HKAS 28 Investments in
Associates and Joint Ventures included in the annual improvements
are not yet mandatorily effective and they have not been early applied
by the Group.

HKFRS 12 states that an entity need not provide summarised
financial information for interests in subsidiaries, associates or joint
ventures that are classified (or included in a disposal group that is
classified) as held for sale. The amendments clarify that except for
summarised financial information, all other disclosure requirements
under HKFRS 12 are applicable.

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

ACCOUNTING JUDGEMENTS AND ESTIMATES

a) Critical accounting judgements
In the process of applying the Group’s accounting policies,
management has made the following accounting judgements:

i) Useful lives of property, plant and equipment

The Group’s management determines the estimated
useful lives, and related depreciation charges for its
property, plant and equipment. The estimates are based
on the historical experience of the actual useful lives
of property, plant and equipment of similar nature and
functions. Management will increase the depreciation
charges where useful lives are less than previously
estimated lives. It will write off or write down technically
obsolete or non-strategic assets that have been
abandoned or sold. Actual economic lives may differ
from estimated useful lives. Periodic review could result
in a change in depreciable lives and therefore affect the
depreciation charges in future periods.
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4. ACCOUNTING JUDGEMENTS AND ESTIMATES (Continued)

a)

b)

Critical accounting judgements (Continued)

i)

Income taxes

The Group is mainly subject to income taxes in Hong
Kong and the PRC. Significant judgment is required
in determining the provision for income taxes. There
are many transactions and calculations for which the
ultimate tax determination is uncertain during the
ordinary course of business. The Group recognises
liabilities for anticipated tax audit issues based on
estimates of whether additional taxes will be due.
Where the final tax outcome of these matters is different
from the amounts that were initially recorded, such
differences will impact the income tax and deferred
income tax provisions in the period in which such
determination is made.

Key sources of estimation uncertainty

The following are the key assumptions concerning the future,
and other key sources of estimation uncertainty at the end
of the reporting period, that have a significant risk of causing
a material adjustment to the carrying amounts of assets and
liabilities within the next financial year.

Impairment of intangible assets (other than goodwill)
The policy for impairment of intangible assets (other
than goodwill) of the Group is based on an evaluation
of their recoverable amount with reference to expected
future cash flows based on management’s estimation.
A considerable amount of judgement is required in
estimating the expected future cash flows from the
Group’s pharmaceutical products under development
and software. If the recoverable amounts are less or
more than expected than the carrying amounts of the
intangible assets (other than goodwill), or changes in
facts and circumstances which may result in revisions of
the estimated future cash flows, impairment or reversal
of impairment loss may be required.

During the year, impairment loss on intangible assets
(other than goodwill) recognised in profit or loss
amounted to approximately RMB3,121,000 (2016:
RMBNil).

The carrying amount of intangible assets (other than
goodwill) as at 31 December 2017 was RMBNil (2016:
RMB3,918,000) (see note 18).
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4. ACCOUNTING JUDGEMENTS AND ESTIMATES (Continued)

b) Key sources of estimation uncertainty (Continued)

i)

Impairment of property, plant and equipment and
land use rights

Property, plant and equipment and land use rights are
reviewed for impairment whenever events or change
in circumstances indicate that the carrying amounts
may not be recoverable. The recoverable amounts
have been determined based on the higher of value-
in-use calculations or fair value less costs of disposal
calculations. The calculations require the use of
judgements and estimates.

Management judgement is required in the area of asset
impairment particularly in assessing: (i) whether an
event has occurred that may indicate that the related
asset values may not be recoverable; (i) whether the
carrying value of an asset can be supported by the
recoverable amount, being the higher of fair value
less costs of disposal and value in use; and (iii) the
appropriate key assumptions to be applied in preparing
cash flow projections including whether these cash flow
projections are discounted using an appropriate rate.
Changing the assumptions selected by management in
assessing impairment, including the discount rates or the
growth rate assumptions in the cash flow projections,
could affect the net present value used in the impairment
test and as a result affect the Group’s financial position
and results of operations.

During the year, impairment loss on property, plant
and equipment and land use rights recognised in profit
or loss amounted to approximately RMB683,326,000
(2016: RMB316,841,000) and RMB27,558,000 (2016:
RMB15,261,000) respectively.

The carrying amounts of property, plant and equipment
and land use rights as at 31 December 2017 were
RMB191,263,000 (2016: RMB750,373,000 (see note
16) and RMB7,714,000 (2016: RMB36,137,000) (see
note 17) respectively.
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4. ACCOUNTING JUDGEMENTS AND ESTIMATES (Continued)

b) Key sources of estimation uncertainty (Continued)

i)

iv)

Estimated impairment of receivables

Impairment losses on receivables are assessed and
provided based on management’s regular review of
ageing analysis and evaluation of collectability. The
directors have assessed the creditworthiness and
past collection history of each individual customer or
borrower. Any increase or decrease in impairment
losses on receivables would affect profit or loss in future
periods.

As at 31 December 2017, the carrying amount of
trade and other receivables was RMB24,314,000 (net
of allowance for doubtful debts of RMBNil) (2016:
RMB112,042,000, net of allowance for doubtful debts
of RMBNil) (see note 23), the carrying amount of finance
lease receivables was RMB72,860,000 (2016: RMBNIil)
and the carrying amount of loan receivables was
RMB25,000,000 (2016: RMBNil) respectively.

Estimated net realisable value of inventories

Net realisable value of inventories is the estimated selling
price in the ordinary course of business, less estimated
costs of completion and estimated costs necessary to
make the sales. The Group writes down slow-moving
or obsolete inventories based on an assessment of the
net realisable value of the inventories. Write-down of
inventories will be made where events or changes in
circumstances indicate that the net realisable value is
less than cost. The determination of net realisable value
requires the use of judgement and estimates. Where
the expectation is different from the original estimate,
such difference will impact the carrying amount of the
inventories and the amount of inventory written down in
the period in which such estimate has been changed.

As at 31 December 2017, the carrying amount
of inventories was RMB39,369,000 (2016:
RMB14,1383,000) (see note 22).
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4. ACCOUNTING JUDGEMENTS AND ESTIMATES (Continued)

b) Key sources of estimation uncertainty (Continued)

v)

vi)

Impairment of goodwill

The Group tests annually whether goodwill has suffered
any impairment in accordance with the accounting
policy set out in note 2(e)(ii). The recoverable amount
of an asset or a cash-generating unit has been
determined based on its value-in-use calculations.
These calculations require the use of estimates. There
are a number of assumptions and estimates involved for
the preparation of cash flow projections for the period
covered by the approved budget and the estimated
terminal value. Key assumptions include the expected
operating margin, growth rates and selection of discount
rates, to reflect the risks-involved and the earnings
multiple that can be realised for the estimated terminal
value. Management prepared the financial budgets
reflecting actual performance and market development
expectations. Judgement is required to determine key
assumptions adopted in the cash flow projections and
changes to key assumptions can significantly affect
these cash flow projections and therefore the result of
the impairment reviews.

Details of impairment change and key assumptions are
disclosed in note 19.

As at 31 December 2017, the carrying amount of
goodwill was RMBNil (2016: RMB107,055,000) (see
note 19).

Recoverability of deferred tax assets

Deferred income tax assets are recognised only to the
extent that it is probable that future taxable profit will
be available against which the temporary differences
can be utilised. In assessing the amount of deferred
income tax assets that need to be recognised, the Group
considers future taxable income and ongoing prudent
and feasible tax planning strategies. In the event that the
Group’s estimates of projected future taxable income
and benefits from available tax strategies are changed,
adjustments to the recorded amount of net deferred
income tax assets and income tax expense would be
made.

As at 31 December 2017, the carrying amount of
deferred tax assets was RMB49,740,000 (2016:
RMB169,736,000) (see note 30(b)).
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4. ACCOUNTING JUDGEMENTS AND ESTIMATES (Continued)

b) Key sources of estimation uncertainty (Continued)

vii)

Withholding tax on the distributable profits of the
Group’s PRC subsidiaries

Pursuant to the PRC Enterprise Income Tax Law, a
10% withholding tax is levied on dividends declared to
foreign investors from the foreign investment enterprises
established in the PRC. The requirement became
effective from 1 January 2008 and applies to earnings
after 31 December 2007. A lower withholding tax rate
may be applied if there is a tax treaty between the PRC
and the jurisdiction of the foreign investors.

The Group has made provision for withholding tax on
dividends expected to be remitted from group entities
incorporated in the PRC based on the Group’s general
dividend policy for the net profits generated by the
Group’s PRC subsidiaries after 1 January 2008. The
Group provided withholding tax for such undistributed
profits as deferred tax liabilities. The directors of the
Company will regularly review the dividend distribution
policy of its subsidiaries from time to time.

As at 31 December 2017, the carrying amount of
deferred tax liabilities arising from withholding tax
on distributable profits was RMB9,894,000 (2016:
RMB12,740,000) (see note 30(b)).

5. FINANCIAL INSTRUMENTS BY CATEGORIES

Financial assets SRIEE
Financial assets at fair value BRAFEFABRZ
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(including cash and RESEFEY)
cash equivalents)
Financial liabilities SRIEE
Amortised cost BESRA
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and other payables At e sk IE
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Notes to the

For the year ended 31 December 2017

FINANCIAL RISK MANAGEMENT AND FAIR VALUES OF 6.
FINANCIAL INSTRUMENTS

The main risks arising from the Group’s financial instruments are
currency risk, interest rate risk, credit risk, liquidity risk and equity
price risk. The Group’s exposure to these risks and the financial risk
management polices and practices used by the Group to manage
these risks are described below.

a) Currency risk
The Group currently does not have a foreign currency hedging
policy but the directors monitor its foreign exchange exposures
and will consider hedging significant foreign currency
exposures should the need arises.

i) Exposure to currency risk

The following table details the Group’s exposure at the
end of the reporting period to currency risks arising
from recognised assets or liabilities denominated in a
currency other than the functional currency of the entity
to which they relate. The currencies giving rise to these
risks are primarily United States Dollars (“USD”) and
Hong Kong Dollars (“HK$”). For presentation purposes,
the amounts of the exposure are shown in RMB,
translated using the spot rates at the year end date.
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2017 2016
—E—tF ZERE
United United
States Hong Kong States  Hong Kong
Dollars Dollars Dollars Dollars
EY BT T BT
Cash and cash equivalents Re LREEEY 7 55,922 7 39,669
Trade and other receivables B S REMEKZE = 17,157 - -
Trade and other payables B REMEMNTKE - (3,941) - (2,691)
Contingent consideration payable  fEffsi AK E - - - (44,643)

Net exposure arising from ERREERAR
recognised assets and liabilities ELERRRFRE 7

69,138 7 (7,665)




Notes to the Financial Statements

B REERAR AL

For the year ended 31 December 2017 HZEZ—T—+tF+_-_A=+—HIFE

6. FINANCIAL RISK MANAGEMENT AND FAIR VALUES OF
FINANCIAL INSTRUMENTS (Continued)

a)

Currency risk (Continued)

i)

Sensitivity analysis

The following table indicates the instantaneous change
in the Group’s loss after tax and accumulated losses that
would arise if foreign exchange rates to which the Group
has significant exposure at the end of the reporting
period had changed at that date, assuming all other
risk variables remained constant. In this respect, it is
assumed that the pegged rate between the Hong Kong
dollar and the United States dollar would be materially
unaffected by any changes in movement in value of the
United States dollar against other currencies.

HK$ BT

Results of the analysis as presented in the above table
represent an aggregation of the instantaneous effects
on each of the group entities’ profit or loss after tax and
equity measured in the respective functional currencies,
translated into RMB at the exchange rate ruling at the
end of the reporting period for presentation purposes.

The sensitivity analysis assumes that the change in
foreign exchange rates had been applied to re-measure
those financial instruments held by the Group which
expose the Group to foreign currency risk at the end of
the reporting period. The analysis is performed on the
same basis for 2016.

In the opinion of the directors, the sensitivity analysis is
unrepresentative of the inherent foreign exchange risk
as the exposure at the of the reporting period does not
reflect the exposure during the year.
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6. FINANCIAL RISK MANAGEMENT AND FAIR VALUES OF
FINANCIAL INSTRUMENTS (Continued)

b)

Interest rate risk

The Group is exposed to fair value interest rate risk in relation
to fixed-rate bank borrowings (note 29). The Group currently
does not use any derivative contracts to hedge its exposure to
interest rate risks. However, the management of the Group will
consider hedging significant interest rate exposures should the
need arises.

i) Interest rate profile
The following details the interest rate profile of the
Group’s bank borrowings at the end of the reporting

period:
Fixed rate borrowings: EEEH
Secured bank loans BERBITER

ii) Sensitivity analysis
All of the bank borrowings of the Group which are
fixed rate instruments are insensitive to any change in
interest rates. A change in interest rates at the end of the
reporting period would not affect profit or loss.
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6. FINANCIAL RISK MANAGEMENT AND FAIR VALUES OF
FINANCIAL INSTRUMENTS (Continued)

c) Credit risk

i)

Credit risk refers to the risk that a counterparty will
default on its contractual obligations resulting in financial
loss to the Group. The Group has adopted a policy of
only dealing with creditworthy counterparties as a means
of mitigating the risk of financial loss from defaults.

The Group’s credit risk is primarily attributable to trade
and other receivables, finance lease receivables and
loan receivables. In order to minimise the credit risks,
the management has delegated a team responsible
for determination of credit limits, credit approvals and
other monitoring procedures to ensure that follow-up
action is taken to recover overdue debts. In addition,
management reviews the recoverable amount of each
individual debt at the end of the reporting period to
ensure that adequate impairment losses are made for
irrecoverable amounts. In this regard, the directors
consider that the Group’s credit risk is significantly
reduced. Normally, the Group does not obtain collateral
from its debtors.
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6. FINANCIAL RISK MANAGEMENT AND FAIR VALUES OF
FINANCIAL INSTRUMENTS (Continued)

c) Credit risk (Continued)

i)

Vi)

In respect of cash and cash equivalents, the Group has
a concentration of credit risk as approximately 76% are
held by a financial institution (At 31 December 2016:
the Group has concentration of credit risk as 76% of
the balances are placed in two financial institutions
located in the PRC). The Group controls its credit risk
on bank balances through regularly review of their credit
rating. Given the high credit rating, management does
not expect the financial institution will fail to meet its
obligations.

In respect of trade and other receivables, the Group’s
exposure to credit risk is influenced mainly by the
individual characteristics of each debtor. At the end of
the reporting period, the Group had a concentration
risk as 55% (2016: 80%) of the total trade and other
receivables was due from a customer (2016: due from an
associate).

For finance lease receivables, the Group has a
concentration of credit risk as 68% receivables were due
from a party as at 31 December 2017 (2016: Nil). The
party is a private company with no history of default.

For loan receivables, the amount was due from an
independent third party as at 31 December 2017. The
balance was fully settled by 26 March 2018.

Further quantitative disclosures in respect of the Group’s
exposure to credit risk arising from trade and other receivables,
finance lease receivables and loan receivables are set out in
notes 23, 24 and 25 respectively.
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6. FINANCIAL RISK MANAGEMENT AND FAIR VALUES OF

FINANCIAL INSTRUMENTS (Continued)

d) Liquidity risk

Individual operating entities within the Group are responsible
for their own cash management, including the short term
investment of cash surpluses and the raising of loans to cover
expected cash demands, subject to the parent company’s
board approval. The Group’s policy is to regularly monitor
its liquidity requirements and its compliance with lending
covenants to ensure that it maintains sufficient amount of cash
and adequate committed lines of funding from major financial
institutions to meet its liquidity requirements in the short and

longer term.

The following tables detail the Group’s remaining contractual
maturities at the end of the reporting period for their financial
liabilities. The tables have been drawn up based on contractual
undiscounted cash flows of financial liabilities and based on the
earliest date on which the Group can be required to pay. The
tables include both interest and principal cash flows.

6. HBREKMEERSBMIAEATE

(%)

d)

REEE R

AEEAEGEEERERRS
GRS EE (BEASAMREHR
B FREEEFNRNTENERESHE
FoMARBRARESTGIE -
REBEZ BRI RTEREZER
HESERNEERZHRZAH
- NERESRRRESER
KETESBMEBZRHAEE
SRR EaHERHEEMES
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TRAMAEENRERRES
MEBAZHTANIHA - %X
DEREMBEARNARMBARER
EREERE  WIRASERRE
WERNTNRF B RERE -
ZREBENSERAERERE -

Carrying
Weighted Within More than More than amount at
average 1 year 1yearbut 2 years but Total the end of
effective oron less than less than undiscounted the reporting
interest rate demand 2 years 5years  cash flows period
T B0 180 2L AFRRE  REEER
BR7= FERER  B2FNA  B5FNUR hEAE HERE(E
Non-derivative financial liabilities % RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
FTESRIEME ARETR  ARETR ARETR AREBTRT ARETR
2017 “E-tf
Trade payables EV AN Nil% 4,101 - - 4,101 4,101
Other payables Hih ez Nil% 8,696 - - 8,696 8,696
Secured bank loans BERBIER 4.8% 136,728 151,843 - 288,571 281,942
149,525 151,843 - 301,368 294,739
2016 “E-RE
Trade payables B AEMNTIR Nil 2 - - 22 22
4
Other payables EthRfzE Nil 49,220 - - 49,220 49,220
&
Secured bank loans REMRITER 4.6% 1975 86,869 - 88,844 85,600
51,217 86,369 = 138,086 134,842
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6. FINANCIAL RISK MANAGEMENT AND FAIR VALUES OF 6.
FINANCIAL INSTRUMENTS (Continued)

e)

Equity price risk

The Group is exposed to equity price changes arising from
equity investments classified as financial assets at fair value

through profit or loss.

The Group’s listed investments are listed on the Stock
Exchange and are included in the Hang Seng Index (the
“Index”). Decisions to buy or sell trading securities are based
on daily monitoring of the performance of individual securities
compared to that of the Index and other industry indicators, as
well as the Group’s liquidity needs.

At 31 December 2017, it is estimated that an increase/
(decrease) of 10% (2016: 10%) in the relevant stock
market index with all other variables held constant would
have decreased/increased the Group’s loss after tax (and
accumulated losses) and other components of consolidated

equity as follows:

Change in the relevant equity
price risk variable:

Increase
Decrease

BHREREEREMIAQNFE

(%)

e)

PR (B Fe
REBRRED R RRATER
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ERREZEEL o
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EE(RZFEE) Rigaga s
HAARER A G N, AT

2017 2016
“E—tF —ERE

Effect on Effect on
loss after Effect on loss after Effect on
tax and other tax and other
accumulated components  accumulated  components
losses of equity losses of equity
HRBie  BRGER HiRtie  HEaks
BERR HitR ~— BRKZH HitnA8rK
BEZEE Hoz¥E BBRPE  HocvE
% RMB’000 % RMB'000
ARETR ARETT

RAERBREH
289

#m 10% - 10% (3,509)
e 10% - 10% 3,505

The sensitivity analysis indicates the instantaneous change in
the Group’s loss after tax (and accumulated losses) and other
components of consolidated equity that would arise assuming
that the changes in the stock market index had occurred at
the end of the reporting period and had been applied to re-
measure those financial instruments held by the Group which
expose the Group to equity price risk at the end of the reporting
period. It is also assumed that the fair values of the Group’s
equity investments would change in accordance with the
historical correlation with the relevant stock market index.
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6. FINANCIAL RISK MANAGEMENT AND FAIR VALUES OF

FINANCIAL INSTRUMENTS (Continued)

f) Fair value measurement

)

Financial assets and liabilities measured at fair value

Fair value hierarchy

The following table presents the fair value of the Group’s
financial instruments measured at the end of the
reporting period on a recurring basis, categorised into
the three-level fair value hierarchy as defined in HKFRS
13 Fair Value Measurement. The level into which a fair
value measurement is classified is determined with
reference to the observability and significance of the
inputs used in the valuation technique as follows:

o Level 1 valuations: Fair value measured using only
Level 1 inputs i.e. unadjusted quoted prices in
active markets for identical assets or liabilities at
the measurement date.

o Level 2 valuations: Fair value measured using
Level 2 inputs i.e. observable inputs which
fail to meet Level 1, and not using significant
unobservable inputs. Unobservable inputs are
inputs for which market data are not available.

. Level 3 valuations: Fair value measured using
significant unobservable inputs.

The Group’s financial controller is responsible for the fair
value measurements of assets and liabilities required for
financial reporting purposes, including level 3 fair value
measurements. The financial controller reports directly to
the Board of Directors for these fair value measurements.
Discussions of valuation processes and results are
held between the financial controller and the Board of
Directors at least twice a year.
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FINANCIAL INSTRUMENTS (Continued)
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B R R R Y =

e =R = B RE

B 35 . b
(%)

EEREMIAAFE

f) Fair value measurement (Continued) f) AYEFTE ()
Fair value at Fair value measurements as at
31 December 31 December 2017 categorised into
2017 R-B—t&E+=-H=1+—-H
ik o3 PEAUTERNATE 2
+=-B=t+-A8 Level 1 Level 2 Level 3
ZDFE F-BR EER BE=ER
RMB’000 RMB’000 RMB’000 RMB’000
ARET T ARET T ARET T ARET T
Recurring fair value measurements &EMEAFENE
Assets: BE
Financial assets at fair value RATFEFABZR
through profit or loss SREE = = = =
Fair value at Fair value measurements as at
31 December 31 December 2016 categorised into
2016 R=B-RE+ZA=+-H
RIE-RF PEEUTRAZAFE
+=-A=t+-—H Level 1 Level 2 Level 3
ZAVE £ F=4 F=4
RMB’000 RMB’000 RMB’000 RMB’000
ARET T ARET ARET T ARET T
Recurring fair value measurements  &&E AT Es 2
Assets: gE:
Financial assets at fair value BRATFEFABR
through profit or loss JERMEE 41,977 41,977 = =
Liabilities: af:
Contingent consideration payable B ARE 44,643 - - 44,643

During the years ended 31 December 2016 and 2017, there
were no transfers between Level 1 and Level 2, or transfers into
or out of Level 3. The Group’s policy is to recognise transfers
between levels of fair value hierarchy as at the end of the
reporting period in which they occur.

Information about Level 3 fair value measurements

As at 31 December 2016, the fair value of the contingent
consideration arrangement is RMB44,643,000 was estimated
by applying the income approach and based on the valuation
performed by an independent professional qualified valuer.
The fair value estimates are based on assumed profit of
Fujian Liumai Medical Services Co., Ltd. (“Fujian Liumai”) of
RMB8,000,000. This is a level 3 fair value measurement. The
key unobservable inputs of the valuation were: (i) expected
volatility of 53.7%; (ii) risk free rate of 3.21% and the estimated
profits of Fujian Liumai.
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6. FINANCIAL RISK MANAGEMENT AND FAIR VALUES OF
FINANCIAL INSTRUMENTS (Continued)

f)

Fair value measurement (Continued)

The major unobservable input to the valuation is the expected
volatility. A slight increase in the expected volatility used
in isolation would result in an increase in the fair value
measurement.

The potential undiscounted amount of all future payments that
the Group could be required to make under this arrange is
between RMBNIl and RMB44,643,000.

The movements during the period in the balance of Level 3 fair
value measurements are as follows:

6. HBREKMEERSBMIAEATE

(%)

DT R ()

HE2 EETTBERABEA
SEHROR o B TR IR M
PFEBBA TR B0 -

AEBARBI R T E 28
RN A BERFT RSB T
ARBZILE AR 44,643,000
JC °

BNEE=RATEE B
BT -

2017 2016

—E—+F —E—REF

RMB’000 RMB’000

ARET T ARBFT

At beginning of year FA) 44,643 -

Acquisition of a subsidiary (note 37) Wi —FM B AR (MtEE37) - 44,643

Cash consideration paid ENRERE (44,643) -

At end of year FR = 44,643
g) Fair value of financial assets and liabilities carried at other g9 RAFEUIMNIRZERmEER

than fair value cReEzATE

The directors of the Company consider the carrying amounts of RARIEERA  AEEe@T
the Group’s financial instruments carried at cost or amortised B0 BRE B 1R A AN ol SH K AR5

cost are not materially different from their fair values as at 31
December 2017 and 2016 respectively.

7. 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.
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SEGMENT INFORMATION (Continued)

i

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

Finance leasing: provision of finance leasing services; and

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 year ended 31 December 2017 and thus the results of
these two new segments are included in the segment reporting.

a)

Segment results, assets and liabilities

For the purposes of assessing segment performance and
allocating resources between segments, the Board monitors
the results, assets and liabilities attributable to each reportable
segment on the following bases:

Segment assets include all tangible, intangible assets and
current assets with the exception of financial assets at fair value
through profit or loss, interests in an associate, deferred tax
assets and other corporate assets. Segment liabilities include
trade and other payables attributable to the activities of the
individual segments and borrowings managed directly by the
segments.

Revenue and expenses are allocated to the reportable
segments with reference to sales generated by those segments
and the expenses incurred by those segments or which
otherwise arise from the depreciation or amortisation of assets
attributable to those segments.

The measure used for reporting segment profit/(loss) is
“adjusted earnings/(loss) before interest, taxes, depreciation
and amortisation”, where “interest” is regarded as including
interest income from bank deposits and interest exposure
on bank and other borrowings and “depreciation and
amortisation” is regarded as including impairment losses
on non-current assets and trade and other receivables. The
Group’s earnings/(loss) are further adjusted for items not
specifically attributed to individual segments, such as directors’
and auditors’ remuneration and other head office or corporate
administration costs.

In addition to receiving segment information concerning
segment profit/(loss), the Board is provided with segment
information concerning revenue, interest income, depreciation,
amortisation, impairment losses, finance costs and additions
to non-current segment assets used by segments in their
operations.
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7. SEGMENT INFORMATION (Continued)

Segment results, assets and liabilities (Continued)

The accounting policies of the reportable segments are the
same as the Group’s accounting policies described in note
2(w).

a)

Information regarding the Group’s reportable segments as
provided to the Board for the purposes of resource allocation
and assessment of segment performance for the years ended
31 December 2017 and 2016 is set out below.

= i e

DEFEE BEEREE(E)
= ) AP H) & S IR B RE 2(w)

PRt B RO & St ERERARTR

BRAEEZHN B2 ERET
ZZDT ZEENTIRETESS

DEERRFEDBREEZ
2 tERZE-RFTA
=+ —RIEFEZRR -

Pharmaceutical products Finance leasing Other general trading Total
BéER HERE Ef-HES 5t
2017 2016 2017 2016 2017 2016 2017 2016
ZE-tE T3 ZEtE B CEtE ZEnF ZE-tE 6%
RMB'000  RMB'000  RMB'000  RMB'0C0  RMB'000  RMB'000  RMB'000  RMB'000
AEETT ARETT ARETR ARBTR ARETR ARETT ARETR ARETR
(re-presented) (re-presented) (re-presented) (re-presented)
(&) (&) (E31) (E51)
Reportable segment revenue RENIEF 2287 G
from external customers 30,15 263,025 315 NANER 29067 NANER 62,634 263,026
Reportable segment profit/{loss) SRIWEN/ (BB
(acjusted EBITDA) (52 EBITOA) 705 (84T 1885 NATER 628) NATER 608 (18477)
Interest income from bank deposits BATETHISMA 265 1877 1 NATER - NATER 266 1877
Interest expense g (12695  @2117) - NATER - NATER (12695  @117)
Depreciation and amortisation for EREREH
the year 61887 (590 - NATER - NATER @18 [59)
Written off on property, 0% BREREERD
plant and equipment - (39931 - NATER - NATER - (80931
Written off on inventories ERE (4548 (13036) - NARER - NATER (4544 (18,036)
Impairment loss on: WTERREER :
- plant and equipment -BER%E (683,326)  (316,841) - NARER - NATER (6833200  (316,841)
- goodhl - (107,055) - - NATER - NATER  (107.085) -
- investment in an associate -R-EBEARRE (4,79) - - NABER - NATER (4,795) -
~ amounts due from an associate ~ER-EBEDTFE (89,915) = - NATER - NABEE  (89.915) =
- other ntangiole assets -EtERAE (3121) = - NARER - NATER (3,121) =
- lend use rights - L (7558 (15261) - NATER - NATER @5 [15260)
- other receivable - EA MR (2,540) - - NARER - NATER (2,540) -
Reportable segment assets SHAEE 290,687 1,131,787 314 NANER 59945  NANER 424506 1,131,767
Additions to non-current segment ERFRENBERTE
assets during the year 4513 435477 - NATEA - NATRER 04513 435477
Reportable segment liablities 2H75EE (200130) (138443 (6615 NATER (2416) NARER (00161 (133443
Note: FF&E

Segment revenue reported above represents revenue generated from external

customers. There were no inter-segment sales during the year.
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7. SEGMENT INFORMATION (Continued) 7. DEER(E)
b)  Reconciliations of reportable segment revenues, profit or b) ZEFHsBUE ER BEERE
loss, assets and liabilities B2 ¥R
2017 2016
—E—tHF NS
RMB’000 RMB’000
AREET T AREFIT
(re-presented)
(&%)
Revenue Wi
Reportable segment revenue REINPRE Z 235D U
from external customers 62,534 263,025
Loss &8
Reportable segment loss derived REREEINIEF 2
from Group’s external customers 25 EFEE (6,048) (78,477)
Share of results of an associate i el in AN = (105)
Other income EugA 1,032 1,877
Depreciation and amortisation HTE N (81,887) (75,920)
Finance costs A& B AR (12,695) (2,117)
Impairment losses on non-current  JER BN E E R EE 1B
assets (825,855) (332,102)
Impairment losses on E A FEWGR 2 BB
other receivables (92,455) -
Unallocated head office and RAOBLLRHFE R KA A
corporate other revenue H b2 S IMTA ROFIRA
and net income 771 12,319
Unallocated head office and ROMBIHER R ATIRS
corporate expenses
— staff cost (including director’s —BIXAK(BREEZHE)
emoluments (2,784) (3,928)
— written off of property, plant — % - B R s
and equipment (66) =
— others —E A (14,869) (24,945)
Consolidated loss before taxation — #xA HiATEE (1,034,856) (503,398)




114

Notes to the Financial Statements

B REERAR AL

For the year ended 31 December 2017 HZEZ—T—+tF+_-_A=+—HIFE

7. SEGMENT INFORMATION (Continued)

b) Reconciliations of reportable segment revenues, profit or
loss, assets and liabilities (Continued)

Assets

Reportable segment assets

Interests in associates

Financial assets at fair value
through profit or loss

Deferred tax assets

Unallocated head office and
corporate assets

Consolidated total assets

Liabilities

Reportable segment liabilities

Deferred tax liabilities

Unallocated head office and
corporate liabilities

Consolidated total liabilities

BE

E2HRDEEE
NN
BAVEF ARSI SRERE

EIETRIRE B
AROBEMERRRREBE

RARAE

&fE

2F/HEAaE
EERBAE
AOEBRFER R AT AIE

ReBAaRE

c) Revenue from major products and services
The following is an analysis of the Group’s revenue from its

major products and services.

Sales of pharmaceutical products
Sales of pharmaceutical
related software
Provision of consultancy services
Trading of electronic and other
products
Finance leasing income

Total

HEBEEM
SHE B EHRAE

He it A AR
BT REAMER

BMEHEERA
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b) S®/A WK -

BE - BERE

B2 ¥ 8k ()
2017 2016
—E—tF —E—RF
RMB’000 RMB’000
ARET T ARETIT
(re-presented)
(&%)
424,506 1,131,787
- 4,795
- 41,977
49,740 169,736
56,806 39,992
531,052 1,388,287
299,161 133,443
9,894 13,736
2,772 2,691
311,827 149,870

c) REZEEMKRBzWE
AT RAEEREETZERNRR

Bz WA
2017 2016
—Z—+tF —T—REF
RMB’000 RMB’000
ARBTT ARETT
26,188 262,742
1,026 =
2,938 283
29,267 =
3,115 =
62,534 263,025
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7. SEGMENT INFORMATION (Continued)

d)

e)

Geographic Information

(i) Revenue from external customers
The following is an analysis of geographical location of
the Group’s revenue from external customers, based on
the location at which the services were provided or the
goods delivered.

Hong Kong 5%
PRC (place of domicile) B (PTEME)

(i)  Non-current assets
No non-current assets information is presented for
the Group’s geographical location, as over 90% of the
Group’s non-current assets (excluding deferred tax
assets) are located on the PRC.

Information about major customers
Revenue of approximately RMB22,900,000 (2016:
RMB11,364,000) are derived from a single external customer
attributable to “other general trading” segment (2016:
“pharmaceutical products” segment).

PEER (E)
d HEER
()  KENBEFZUA
TREIBEAEEKA
INBEE Z WA B FTfE it

B2ZEM -  BEPMHRIZ
RURIS & m & E

g -

Revenues from external customers

e)

SRR FEE 2 W
2017 2016
—E—tEF —E—RE
RMB’000 RMB’000
AREETF T AREFTT
(re-resented)
(&%)
25,178 -
37,356 263,025
62,534 263,025

(i) FEREEE

A& B 2 DI B IE R
PEENBRER AR
S BB 0% K IERENE
ETEEEEHERE)
IR

BHRETEEF2EH

A A R#22 900,000 (= FE—7X
£ AR#¥11,364,0007T) 2 W
mEXESB [ EM—RES ]
RE—BE—IMNPEF(ZZE—R
F o [RIBEE R | D) o
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8. REVENUE 8. Wk

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, other general trading and provision of finance leasing
services.

AEBNEREBLHBEERME - &
& MSHEREREE  AREEEEN
BRI - RHERERY - Hth—RES
Nie e ER GRS

The amount of each significant category of revenue recognised during FRERZZEXNERz W=z 580

the year are as follows:

T

2017 2016
—E—tE —E-RF
RMB’000 RMB’000
AR®BT T AREFT
Sales of pharmaceutical products SR T 26,188 262,742
Sales of pharmaceutical related software 44 B2 LEiARI &L (4 1,026 -
Provision of consultancy services TR AR A% 2,938 283
Trading of electronic and other products BEFTHREMER 29,267 -
Finance leasing income BERERA 3,115 -
Total S 62,534 263,025
OTHER INCOME Hibl s
2017 2016
—E—+tHF ZE-RF
RMB’000 RMB’000
ARET T AREFIT
Bank interest income HRITH BMA 266 1,877
Loan interest income BHH B A 77 -
Total interest income on financial WIEE R FEFAER
assets not at fair value through 2 BBENT B AL
profit or loss 1,037 1,877
Changes in fair value on financial BRAFEF AR
assets at fair value through ZEMEEATES
profit or loss - 9,308
Exchange gain, net b 55 W s 5 58 = 2,984
Sundry income LGN 20 27
Gain on disposal of a subsidiary HE— R B A E K 746 -
1,803 14,196




10. LOSS BEFORE TAXATION
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Loss before taxation is arrived at after charging/(crediting):

a)

b)

c)

Finance costs

Interest on bank borrowings

Total interest expenses on
financial liabilities not at fair
value through profit or loss

Staff costs

Directors’ emoluments
(note 11)
Other staff costs
— Contributions to defined
contribution retirement
plans
— Salaries, wages and other
benefits

Total staff costs *#

Other items

Depreciation of property, plant
and equipment ** (note 16)
Amortisation of other intangible

assets (note 18)
Amortisation of land use rights
(note 17)
Auditor’s remuneration
Equity-settled share-based
payment expenses
Exchange loss/(gain), net
Impairment loss on property,

plant and equipment (note 16)

Impairment loss on land use
rights (note 17)

Impairment loss on other
intangible assets (note 18)

BE A
RITIEEF S

WIFR R FEABEZ
SRB AN SR B

BT RA
B (FRE11)

HAth &8 TRA
—ERHFURIRFT IR

¥ TEREMERN

BT AR

Hiig

ME - BERRETE
(PffzE16)

H b B B i
(F1zE18)

- b {50 FR AR 5K
(fzE17)

% ER BT B &

LARERS 45 B AR D AR
R

[E 5 518,/ (Mas ) ¥ 58

M - BE LR EREESIE
GERR)

{55 FRAE R (B S 1R
GESES)

HibE B E 2 RERE
(F1zE18)

10.

BRBIRRIE R

BRBEMNBEE NG GEA)ATH
I8 :

2017 2016
—E—tHF —E-REF
RMB’000 RMB’000
ARET T AREFIT
12,695 2,117
12,695 2,117
1,179 2,926
1,544 4,143
14,299 26,106
17,022 33,175
80,225 74,794
797 66

865 1,234

1,427 1,609

- 19,916

3,016 (2,984)
683,326 316,841
27,558 15,261
3,121 -
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10.

LOSS BEFORE TAXATION (Continued)

c)

Other items (Continued) Hig g ()
Impairment loss on goodwill HE 2 REEE

(note 19) (PfFsE19)
Impairment loss on amounts FE U — B & R RIFRIA 2

due from an associate (note 23) JR{EEE (FfsE 23)
Impairment loss on investment R —EE & QR E ZRIE

in an associate (note 21) &1 (fisE21)
Impairment loss on H b FEUGRIE 2 R E & 18
other receivable (note 23) (P 5 23)
Written off on property, plant WE - RE MR
and equipment (note 16) (FFzE16)
Written off on inventories TFE#ME (HE22)
(note 22)
Net loss on disposal of LEME  BER

property, plant and equipment & & 2 FEE

Operating lease payments in REEYHEZ L ERLTRK
respect of rented premises

Cost of inventories * (note 22) TFERA (HizE22)

Research and development FHEE R AN
costs *

Loss on disposal of financial HEEAFEFABREZ
asset at fair value through CRIEEMEE

profit or loss

Cost of inventories includes approximately RMB80,263,000 (2016:
RMB76,401,000) relating to staff costs and depreciation which amount is also
included in the respective total amounts disclosed separately above.

Research and development costs includes approximately RMB2,098,000
(2016: approximately RMB3,972,000) relating to staff costs and depreciation
which amount is also included in the respective total amounts disclosed
separately above.

10.

BRBIRRIE R (&)
2017 2016
—T—tF —T—RE
RMB’000 RMB’000
AR®TF T ARETT
107,055 -
89,915 =
4,795 =
2,540 =
66 89,931
4,544 13,036
- 7
1,159 1,025
114,432 244,906
2,199 4,135
2,111 =

g GFERABERETIRARFTESBN
4 AR 80,263,000 T (=T —7R4F : A
R#76,401,0007T) * & EIMEIER E
NEBRBENSHEERLESHE -

* MERABEABE TRARTENA
R¥2,008,000L(ZF—RF : HAR
#3,972,0007T) * ZEBEAMBER EX
BERENSHERLESE -
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DIRECTORS’ EMOLUMENTS 11. ESHH
Directors’ emoluments disclosed pursuant to section 383(1) of the RSB A FIEHIE 383(1) IRE A R (B
Hong Kong Companies Ordinance and Part 2 of the Companies ENEEERR)FHRE_LDIRE
(Disclosure of Information about Benefits of Directors) Regulation are FEHMNESAT ¢
as follows:
2017 2016
“E-tE 35k
Contributions Contributions
to defined to defined
Salaries,  contribution Salaries,  contribution
allowances  retirement allowances retirement
and other plans and other plans
benefits ~ REMH benefits TR
Fees HE&EHR &K Total Fees  HEE2EBR N Total

iz RN HEHOER ot #e  HpEN  AEOER et
RVB'OO0  RMBO0  RMBOO0  RMBOO0  RMBOOO  RMBOOO  RMBOOO  RMBIOQD
ARBTT  ARHTR  ARBTR  ARBTL ARBTR  ARETL ARETL ARETR

Executive directors BTES
Chen Chengging (noted) ~ BERE 4 (HiHa)

(Chairman) (EERTBER) 173 - - 173 - - - -
Hung Hoi Lan (note b i8R (Hitb) 173 - - 173 - - - -
ZhangRong Qing (note o)~ k&% (Hfitc) % - - 2% - - - -
Lin OuWen (note d) B (H3td) 422 - - 42 1,001 244 5 1,298
Lin Qing Ping (note ) WET (Mite) - - - - 470 172 37 679
Xu Chao Hui {note f) STEE (M) - - S - 83 76 17 176
LinMin (note g) 18 (ko) 34 - - 34 100 122 2% 248
Non-executive directors ~ FHTEE
Tang Bin (note AR - - - - 5 - - 5
John Yang Wang (note i T (i) = - 5 - 67 - - 67
Wen Cyrus Jun-Ming (note ) B3 (Bf3E) = = 5 - - - - -
Independent BUEHTES

non-executive directors
Liu Jun (note k) 4% (Fizk) - - - - 67 - - 67
Lam Yat Cheong (note k) WA S (FEk) - - 5 - 67 - - 67
Du Jian note ) HE (zEk) - - - - 67 - - 67
Zhang Jie (note | e iRd) 56 - - 56 67 - - 67
Zhang Xue Wen (note ) FEV (1) 56 = = 56 67 - - 67
Wu Cheng Han (note | KA (1) 56 - - 56 67 - - 67
Wang Zi Hao (note m) TF%(HiEm) 61 - - 61 - - - -
Tu Fang Kui (note m) Enf(Em) 61 - - 61 - - - -
ZhangRong Qing (notem) 447 (BtzEm) % - - 3% - - - -
Long Jun (note n) Z (Hfzn) 2 - = 2 - - - -

1,179 - - 1,179 2,179 614 133 2,926

SEREELXEEERAT « —E—LtEFERE 119
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11.

DIRECTORS’ EMOLUMENTS (Continued)

Notes:

a) Mr. Chen Chengging was appointed as executive director and chairman on
17 February 2017 and 16 June 2017 respectively.

b) Ms. Hung Hoi Lan was appointed as executive director on 17 February 2017.

c) Mr. Zhang Rong Qing was appointed as non-executive director on 16 June

2017, re-designated from independent non-executive director to an executive
director on 15 September 2017.

d) Mr. Lin Ou Wen was retired as executive director on 16 June 2017.

e) Mr. Lin Qing Ping was resigned as executive director on 2 June 2016, re-
appointed on 30 June 2016 and resigned on 14 October 2016.

f) Mr. Xu Chao Hui was resigned as executive director on 2 June 2016.

Q) Mr Lin Min was appointed as executive director on 30 June 2016 and
resigned on 17 February 2016.

h) Mr. Tang Bin was resigned as non-executive director on 2 June 2016.

i) Mr. John Yang Wang was resigned as non-executive director on 30 June
2016.

i) Mr. Wen Cyrus Jun-Ming was appointed as non-executive on 15 June 2015
and resigned on 3 March 2016.

k) Mr. Liu Jun, Mr. Lam Yat Cheong and Mr. Du Jian were resigned as
independent non-executive director on 30 June 2016.

)] Mr. Zhang Jie, Mr. Zhang Xue Wen and Mr. Wu Cheng Han were appointed as
independent non-executive director on 30 June 2016 and retired on 16 June
2017.

m) Mr. Wang Zi Hao and Mr. Tu Fang Kui were appointed as independent non-
executive director on 16 June 2017.

n) Mr. Long Jun was appointed as independent non-executive director on 15
September 2017.

No emoluments were paid by the Group to any of the directors as an
inducement to join or upon joining the Group or as compensation for
loss of office during the year. None of the directors has waived any
emoluments during the years ended 31 December 2017 and 2016.

11.

EE5M (&)

G

a) BRERBEESIR-_Z—tF-_A+tAK
“E—FRATAREEZERPTESER
Ei

b) HWERLXLIRN-_T—tF_A+LHAREE
RYTES -

o) RREBEER-Z—LFAATAERE
RIEMTESR YR —ZE—tFNAATAA
BB FRTEERERNTES °

d) MEXEER=Z—LFRATNAREHR
TES -

e) METEER-T—RFNAZBEFENT
B R R"FRAZTHEENEE
ERZFB—"F+ATHBARE -

) FFEREEER T —NFNAZBEHERT
Bx-

9 MBEER=Z-—R"FAA=THEZER
HOTEERR-_F—tF_A+tHBE-

h  BEWEER T —NFNAZBEEIFNT
Bx-

) EBERER-TANFRNA=TEEHEER
TE=S -
) BESBREER-T-AFATHBEEZRE

RIPTESRN T -—AF=A=H#E
£ -

K BExRE MAEELERMBRAEER-F
—ANFEANAZTABHEEMLIFITES ©

) RERAE  REXEERIRKBEER-F
—ANERA=TREZEREHTES
ER=B—tFRA+TRARE-

m EFEREERBABEER_T—LFKA
TARBERERABIINTES -

n BEEEER-_Z—tFAATHREZER
BAUIFITES -

RER - REBBEREAES S ME
MBS - EREMAREEREEMA
AEER R RERERAE - RBE
E—+tFR_F-—ANF+=A=+—H
LLEE - SIEEEREEAHE -
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INDIVIDUALS WITH HIGHEST EMOLUMENTS 12. BEHAL
Of the five individuals with the highest emoluments, included one hEBRFATY  BE—EBAREE
director (2016: three directors) of the Company whose emoluments F(ZE—RF: ZZARAVEE) © #
are disclosed in note 11. The aggregate of the emoluments in respect EZMeHEBRBNME - A THE(Z
of the remaining four (2016: two) individuals were as follows: T—NF ML) ATHESEEENT ¢
2017 2016
—E—tF —E-RF
RMB’000 RMB’000
ARET T ARETIT
Salaries and other emoluments e REAMMNE 2,596 1,249
Contributions to defined TE R RGR KT B4 5K
contribution retirement plans 74 49
2,670 1,298
The emoluments of the four (2016: two) individuals with the highest ME(ZE—AF MB)&REFALZ
emoluments are within the following band: e T T5I4ER) -

Number of individuals

AE
2017 2016
—ET—tF —EAF
Emoluments band e EE
Nil - HK$1,000,000 (approximately £%1,000,000 BT
equivalent to RMB865,000 (H%H AR 865,000 7T
(2016: RMB855,000)) (Z2—7"% : AR804,000 7T)) 4 1
HK$1,000,001 - HK$1,500,000 1,000,001 &= 1,500,000 77T
(approximately equivalent to (KIERAREA,297,000 7T
RMB1,297,000 (Z2—"F : AR#1,283,0007T))
(2016: RMB1,283,000)) = 1
4 2
No emoluments was paid by the Group to the above individuals as RER » AEEBESZHERME T L
an inducement to join or upon joining the Group or as for loss of AL fEBEMAREBSEEMA
office during the year. None of the above individuals has waived any AEERHRESBERAE RNEBEZ
emoluments during the years ended 31 December 2017 and 2016. T—+tFRZZT—R"FT+ZA=+—H

LFEFE - B B AT REEAME -
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13. INCOME TAX 13. FrfS#t
a) Income tax recognised in profit or loss a) NEZRERZAMES
2017 2016
—T—tF ZT—REF
RMB’000 RMB’000
ARET T ARETIT
Current tax B HANIE

Hong Kong Profits Tax 159 =

PRC Enterprise Income Tax (‘EIT”") RS
([REEMFRL) 575 =
Deferred taxation (note 30(b)(i)) IEFERTE (M3 5E 30(b) (i) 116,154 (107,140)
116,888 (107,140

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 ending 31
December 2018 to 31 December 2020.

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.

Hong Kong Profits Tax have been provided at the rate of 16.5%
on the estimated assessable profits arising in Hong Kong
subsidiaries for the year ended 31 December 2017 (2016: No
provision for Hong Kong Profits Tax has been made as the
Group has no assessable profits in Hong Kong for the year).

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

REFEBEEEEREAR  AEENE
PR EMEAR - BESIREER
BERABR(®EAK]D  ZHEZE
TE-RER T+ EFE+-A=1—
AIEMETECEMSHE2EREE
T \E+-_A=+—HE-_Z-_ZTF
+=ZA=+—HIERR=EAFELEFN
BRUBRF B BEER -

RAEEEMPBEMNBEARME @ BE
R EFTSH VAR E R BB AR AR IR
25% (ZZ—7/N4F : 25%) T & -

REBE_Z—tF+_A=1+—HILF
EAEEEEWNB AR HHERR
WM Z16. 5% RBEENGH(ZT—X
F R AEERNFERNER B L TR
FERBORF] - MO A H BB RIS BB
1) e

REFASHESRAIER - NEEHA
XHEAIFRSESFEH -
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13. INCOME TAX (Continued)

b) Reconciliation between tax expense and accounting loss
at applicable tax rates:

14.

Loss before tax FrT AT E 18

Notional tax on loss before tax, IR BB E A X
calculated at the rates applicable TERTBAIE R
in the countries concerned HZEIHIA

Tax effect of non-deductible expenses
Tax effect of non-taxable income

Tax effect of tax loss not recognised
Tax effect of share of results of

PRNEE BB B R &
FERERTIR s 2 B &
RERRBABEZ R &
i i N S

an associate 2R E
Tax effect of deductible temporary AHFER ] R R i = 58
differences not recognised 2B
Reversal of deferred tax assets [0 3% A 1T 4F € #E 2R
recognised in prior years EEFR B E

(note 30(b)(i)
Tax effect of income tax at
concessionary rate

(FF3E 30(b)(i))
FSHESHERZZE

Statuary tax concession EEZ GG EE
Effect of withholding tax on the AEEFREMB AR

distributable profits of the Group’s
PRC subsidiaries (note 30(b)(i))

Actual tax expense/(credit)

DIVIDENDS

DiRE N2 IR
(FF3E 30(b)(i))

ERBIERMS(ER)

The directors of the Company do not recommend the payment of a
final dividend for both years ended 31 December 2017 and 2016.

13. FR8%i (&)
b) REAMERFENHERIHES
STESIE¥ARMT ¢
2017 2016
—E—tHF —E-REF
RMB’000 RMB’000
ARET T AREFIT
(1,034,856) (503,398)
(254,792) (128,965)
39,381 20,471
(14,188) (18,735)
e 16,945
- 26
177,721
119,000 -
(637) -
(26) =
(2,846) (1,882)
116,888 (107,140)
14. IRE

ARAEFZEIRBEEZ T —tFR
—E-RFTZ A=t HIEREFE

IR RIS,
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15. LOSS PER SHARE

a) Basic loss per share

The calculation of basic loss per share is based on the loss
attributable to owners of the Company of approximately
RMB1,151,744,000 (2016: RMB396,258,000) and the
weighted average number of 2,408,020,719 ordinary shares
(2016: 1,983,786,200 ordinary shares) in issue during the year,

calculated as follows:

Loss attributable to owners of RRB)ER AEGEE
the Company (basic) (EA)

Weighted average number of LA NAE T 2R
ordinary shares (basic) (HEA)

Weighted average number of

basic earnings per share

b) Diluted loss per share

For the year ended 31 December 2017, diluted loss per share
was the same as the basic loss per share as there is no dilutive

potential ordinary shares outstanding.

For the year ended 31 December 2016, no adjustment has
been made to the basic loss per share amount presented as
the impact of the share options had anti-dilutive effect on the

basic loss per share amount presented.

The calculation of diluted loss per share is based on the loss
attributable to owners of the Company of RMB1,151,744,000
(2016: RMB396,258,000) and the weighted average number of
2,408,020,719 (2016: 1,983,786,200) ordinary shares in issue

during the year.

RETEERERAEFZ
ordinary shares for the purpose of @A ANFE F 15

15.

BREE

a)

BRENREE
BREAEBEBRDBEFARRA
RBEBEAEBLHEROARE
1,151,744,000 c ( =& — /N &F :
AR #E 396,258,000 7T ) LA K g
15 #12,408,020,719 I% & 5@ A%
(== — /X% : 1,983,786,200 %
LA FHE - FTEWR ¢

2017 2016

o e
RMB’000 RMB’000
ARET T ARMTTE
(1,151,744) (396,258)
2017 2016

S L
RMB’000 RMB’000
7 T
2,408,021 1,983,786

b  SREEERA

BE_ZT—tF+-A=t+—H
FFE - ARIEEE BITAEE
BEEyURa BB - MEBREE
R ESREAREEER -

BE_ZT—ARFT-_A=t+—H
I Z - ARBRESSRER
EBRIESHEARREETRYE
B ARHFRERERIESHE
TEHFRZE -

ERESEEBEBIREFALR
PRIBEEAEBLHEBEEARE
1,151,744,000 C( =& — /N & :
AR 3096,258,000 7T ) LA K B 2%
17 hE 15 2,408,020,719 0% ( =
T — 7N 4F 1 1,083,786,200 % ) &
BIETE -
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16. PROPERTY, PLANT AND EQUIPMENT 16. Y% - BERZME
Furniture,
fixtures and
Leasehold equipment
improvement RE Motor Plant and
Buildings HE EEEE vehicles machinery Total
BF mE%E RS "B BERES FCE)

RMBOOO  RMB000  RMB'OO0  RMBOO0  RMB'OOD  RMB'00O
ARETR  ARETL ARETLE ARETR AR%TR ARETR

Cost B
At 1 January 2016 RZE—7F—-f—-H 220,256 269 44131 7,892 1,006,544 1,279,092
Additions NE - = 3 - 435,474 435,477
Disposal HE - - - (2,446) = (2,446)
Acquisitions through business & B £HBAH W
combination (note 37) (W&E37) - - 28 - - 23
Written off (note (c)) s (R (o)) (10,730) - - - (115,200) (125,930)
At 31 December 2016 RZB—RE
and 1 January 2017 +-A=t-BkK
“2—+%-f-H 209,526 269 44,157 5,446 1,326,818 1,586,216
Additions NE - - 5 - 204,508 204,513
Derecognised on disposal of ~ EUBFER L E—F
a subsidiary (note 38) MEAR (FE3s) = = (46) = (7) (63)
Writlen off e - (269) . . - (269)
At 31 December 2017 i 3
+-A=t-H 209,526 - 44,116 5,446 1,531,319 1,790,407

Accumulated depreciation ~ ZHHTERAFE
and impairment

At 1 January 2016 W=E-rF-f—-H 48,735 33 39,691 7,125 386,977 482,561
Charge for the year FRFER 5,596 170 532 168 068,328 74,794
Impairment losses recognised ~ RIER T HAMHE
in profit or loss (note (d)) BE (M) 46,258 - 1,155 - 269,428 316,841
Eliminated on disposals HEREREH
of assets - - - (2,354) - (2,354)
Written off (note (c)) s (F13E (o)) (772) - - - (35,227) (35,999)
At 31 December 2016 RZIB—RE
and 1 January 2017 +-A=t-BkK
“2—+%-f-H 99,817 203 41,378 4,939 689,506 835,843
Charge for the year FRRY 3,889 - 399 167 75,770 80,225
Impairment losses recognised ~ AEZTRAMFE
in profit or loss (note () 48 (3 (o) 82,698 - 1,849 - 598,779 683,326
Eliminated on disposal HE—RHBAR
of a subsidiary (note 38) B35 (WisE38) - - (41) - 6) (47)
Written off ik - (203) - - - (203)
At 31 December 2017 RZBE—+F
+ZA=1+-H 186,404 - 43,585 5,106 1,364,049 1,599,144
Carrying amounts REE
At 31 December 2017 R-E—+F
+-A=1+-H 23,122 - 531 340 167,270 191,263
At 31 December 2016 RZE-—R

+=A=1+-H 109,709 66 2,779 507 637,312 750,373
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16.

— = H = FIEFE

PROPERTY, PLANT AND EQUIPMENT (Continued)

Notes:

a)

As at 31 December 2017, the approval for applications of house ownership
certificates for buildings of the Group with a total carrying amount of
RMB23,122,000 (2016: RMB109,709,000) were still in progress.

At 31 December 2017, property, plant and equipment with a net book value
of approximately RMB28,547,000 (2016: RMB138,834,000) was pledged
to banks as collateral against the bank loans of RMB281,942,000 (2016:
RMB85,600,000) (note 29).

On 10 September 2016 and 8 November 2016, the operations of all the
production compartments in the Group’s production plant located in the Haixi
Industrial and Trading Development Zone in Jianyang City, Fujian Province,
China (the “Haixi Plant”) have been temporarily suspended (the “Suspension”)
due to typhoon Meranti and rupture of the main underground steam pipelines
connecting all the production compartments. These incidents have caused
damage to the production facilities. The Group therefore written off property,
plant and equipment with carrying amounts of approximately RMB89,931,000
during the year ended 31 December 2016.

Impairment loss
For the year ended 31 December 2017

During the year ended 31 December 2017, the Group has experienced a
significant drop in revenue due to (i) the loss of customers resulted from
suspension of the operations of all the production compartments in the
Group’s production plant located in the Haixi Plant from late 2016 to early
2017 Development Zone in Jianyang City, Fujian Province, China (the “Haixi
Plant”) in late 2016; (ii) the implementation of “Two-Invoice System” and
“Drug Concentration Procurement”; (iii) failure of one of the major products
of the Group to be listed in the National Medical Insurance Directory; (iv) few
months’ suspension period of oral products production in 2017 due to GMP
Certification; and (v) rectification on certain production units in October 2017.

The management of the Group therefore performed an impairment review of
the recoverable amount related to Haixi Plant. For the purposes of impairment
testing of the Haixi Plant, property, plant and equipment and land use rights
located at the Haixi Plant was allocated to one cash generating unit (“CGU")
of sales of pharmaceutical products.

The recoverable amounts of the CGU is determined based on management
estimation of fair value less cost of disposal of the CGU and with reference
to the valuation performed by an independent professional valuer, using the
discounted cash flow forecast and with reference to the recent growth rate in
the pharmaceutical industry.

The major assumptions used included discount rate of 9% and the projected
sales volume for the CGU which has taken into account the existing directors’
consideration that the future performance of the CGU will be consistent with
the CGU’s past and management’s expectation for the market development.
The fair value on which the recoverable amount is based is categorised as a
Level 3 measurement.

The key assumptions used on the calculations are on follows:
Market growth rate 8%

Long-term growth rate 3%
Cost of disposal 14.4%

16.

3 - BN &RE (E)

B

a)

R=T—tF+=-A=+—A0 ' x58
BEEA AR 23,122,000 7T (ZZF—X
& AR#109,709,0007T) ZIBFEE
AR RBEEFIE

R=F—+t&+=-A=+—0 " EEF
B4 B ANR%28547,00070(=ZF — X
£ AR#138,834,0007T) K% - &
B REHEER AR 281,942,0007T
—T—"%F : AR 85,600,0007T)H
SRATE R YA T R 1T (FIRE29) ©

EA T_/\gﬂﬂ+5& ”_/‘TE
+—ANB EAREEESREASE
EEREEERN  AEELRFEE
BARBTEAIBRERNEERE
(MBERE]) SEEEREFLE ([F
FJ) *Z%%#EQEF‘ SRR 1R
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i&‘ ZK%@IIrHMﬁEEE@%{ME%
89,931,000 72 ¥% - BB K& ©

RERE
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B ARERSEEENTE - AR)
AREEARENEHEESRN_F
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R EE () ARE-EEEER
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ER—Z—tFHPILEEARER
%ZH RWR=ZF—tF+AETEE
EHREE -
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Ol & BETRER ° REBAMEE
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7)) -

REeELEUNATKOSEERERE
R AFERREEEBMHEREAR
B2EBPUEEHEMANRBRRRSR
BRAREETROMERERETL
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FIRERREEEMREI% MREEE
BURANES (EHRAEEFHME
REeELBNZ RRERGERASES
BUZBEXRRE - BNZEEREEREY
MHEREH) - JRESBRFER
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16. PROPERTY, PLANT AND EQUIPMENT (Continued)

Notes: (Continued)

d)

Impairment loss (Continued)

During the year ended 31 December 2017, impairment losses of
RMB683,326,000 and RMB27,558,000 has been recognised in property,
plant and equipment and land use rights (note 17) respectively.

For the year ended 31 December 2016

During the year ended 31 December 2016, as a result of the drop in sales
demand, suspension of production due to the upgrading and enhancement of
existing production equipment for new GMP certification and the continuously
deepening of the pharmaceutical system reform in China, the Group has
experienced significant drop in revenue and gross profit during the period.
The management of the Group therefore performed an impairment review
of the recoverable amount related to the Haixi Plant. For the purposes of
impairment testing of the Haixi Plant, property, plant and equipment and land
use rights located at the Haixi Plant was allocated to one cash generating unit
(“CGU”) of sales of pharmaceutical products.

The recoverable amount of the relevant cash-generating unit of approximately
RMB786,398,000 was determined on the basis of value in use calculations.
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 which had been determined based on past
performance and management’s expectations for the market development.

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

During the year ended 31 December 2016, impairment losses of
RMB316,841,000 and RMB15,261,000 have been recognised in property,
plant and equipment and land use rights (note 17) respectively.

16. 1% BEKZRE (&)

GERECY

d)

R ERTE (&)

RBE-_Z—tF+ZA=+—HBI
FEN XEESFIRDE - BER
A DA B - st £ PR A (P 5 17) BERUR
B &5 18 A R % 683,326,000 70 I A R #
27,558,000 7T ©

BE-_T—F"F+-A=1T—HILFE

BE_FT-—ARF+_A=+—HILF
E - AREEFRTE SIS ZE
MEEEEEERBEEMYREEE
RABEITTT R XTI M E LA E A K
ERERMRE BT AEERS
Az W EREFRERR - REBEEE
B EEFIRE A A AT D S BB IE T
REESE - BEAKE 2R E/ A
FUREABEZNE  BERR
UAR £ 4t FRHEE D BL R B — IR A3 8
EBREERNRSELEN -

HRRSELEZAREESBHARE
786,398,000 L Y E N EAEEFE TR
BT - EREEDERTRELNR13.5%
T 8 B 75 FEORI AR B0 4 P B IR FE LA Y
ARAFRERETAFE - BBAF
HzREeEEBEMRSMETIIRA 3%
REfH - ARACHAEEFENHMBE
ERRNVERPHANELHERFEHRE
FEBFENRESRARHETER
MBEADREBERRREEEYHT
HEROBAEE -

EETRENRE ARREETFES
ZBUEXHEMSAEEFHARR
RIEFTRYfSME

BE-ZT—X"F+-A=+—AHLtF
& - REEEB AR 316,841,000 TR A
R%15,261,000 TE D BIR Y - BB
TR ER AR IA e S5 FAARE (BT RE17) I BERR o
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17. LAND USE RIGHTS

17. TitfEARE

RMB’000
AREFIT
Cost R
At 1 January 2016, 31 December 2016, RZT—R"F—A—HB ZT—X~"F+=A
1 January 2017 and 31 December 2017 =+t—H8 —FE—tF—AF—HK
—E—+F+—-_HA=+—H 64,030
Accumulated amortisation and impairment LT R RE
At 1 January 2016 RZZE—R"F—HA—H 11,398
Amortisation for the year F N 1,234
Impairment losses recognised in profit or loss R AR AR EE S (FiEE 16(d)
(note 16(d)) 15,261
At 31 December 2016 and 1 January 2017 RZE—R"EF+-_A=1+—8K
—T—+tF—H—H 27,893
Amortisation for the year F N 865
Impairment losses recognised in profit or loss RIBRRFERAREEE (&£ 16(d)
(note 16(d)) 27,558
At 31 December 2017 R-_BE—+tF+-_A=+—H 56,316
Carrying amount AREE
At 31 December 2017 RZE—t+F+=-A=+—H 7,714
At 31 December 2016 R-ZT—R"E+-_A=+—H 36,137
i) As at 31 December 2017, land use rights with a net book value i) RZZF—tF+=—A=+—8"
of approximately RMB6,040,000 (2016: RMB28,308,000) BREFE A% AR 6,040,000 7T
was pledged to banks as collateral against bank loans of —T—"F : AR%28,308,000
RMB281,942,000 (2016: RMB85,600,000) (note 29). TR T ERAEEERT

BIT  EBABRITERARKE
281,942,000 L(ZF—/"F : A
R# 85,600,000 7T ) A 1 & (BT
$¥29) o
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18.

OTHER INTANGIBLE ASSETS 18. HftB&EE
Product
development
Patents costs Software Total
5 EmRAEKA LIges Bt
RMB’000 RMB’000 RMB’000 RMB’000
ARETT ARETT ARETT ARETR
Cost D%
At 1 January 2016 RZZE—"¥—FA—H 16,230 7,977 - 24,207
Written off iG] = (127) = (127)
Acquisitions through business FRELE Ot (i 37)
combinations (note 37) - - 3,984 3,984
At 31 December 2016, RZZE—R"E+-A=+—8"
1 January 2017 and 31 December 2017 el Sy S Rl =
—+F+=-A=1+—H 16,230 7,850 3,984 28,064
Accumulated amortisation and R EHERAE
impairment
At 1 January 2016 R-ZE—RFE—HF—H 16,230 7,977 - 24,207
Charge for the year FRRY - - 66 66
Written off HisH = (127) - (127)
At 31 December 2016 and RZE—"¥+-RA=+—H
1 January 2017 k—ZE—+%—A—H 16,230 7,850 66 24,146
Charge for the year FNFEZ - - 797 797
Impairment losses recognised RERF BRI EEE
in profit or loss (note 19) (PHzE19) - - 3,121 3,121
At 31 December 2017 RZE—+tF+=-fA=1+—H 16,230 7,850 3,984 28,064
Carrying amount HREE
At 31 December 2017 RZE—tE+=A=1+—H - = = =
At 31 December 2016 R-E—"F+=-A=1+—H = = 3,918 3,918

REFZHBEBER AR ERIE
foEmElER [TTRER] F

The amortisation charge for the year is included in “administrative
expenses” in the consolidated statement of profit or loss and other
comprehensive income.

The above intangible assets have finite useful lives and are amortised EEYEERBRERERAEY - A
on a straight-line basis over its estimated useful life of five years, HEREAREMGAAIERAFHREFA
except for certain of the intangible assets which are not yet available iy R TR BANE TEREEER
for use. Hh o
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19.

GOODWILL 19. 2
2017 2016
—T—tF —T—REF
RMB’000 RMB’000
ARET T ARETIT
Cost AR
At 1 January Rn—H—H 107,055 -
Acquisition through business FRETSE OB (M1 37)
combination (note 37) - 107,055
At 31 December R+=—A=+—H 107,055 107,055
Accumulated impairment losses ZEPREEE = =
At 1 January n—RA—H
Impairment loss recognised RB N R AR EEE
in profit or loss 107,055 -
At 31 December R+=—A=+—H 107,055 -
Carrying amount BREE
At 31 December Rt+=—A=+—8” - 107,055

Impairment tests for cash-generating units containing goodwill

The carrying amount of goodwill was allocated to a CGU as follows:

ReELBENVWREIRSERE -

BEZREEEIREN T REELE

fif :

Sales of pharmaceutical related SHE B R IR ALEE R AR TS
software and provision of

consultancy service

2017 2016
—E—tF —T—RE
RMB’000 RMB’000
AR®T T AEBT T
- 107,055

For the year ended 31 December 2017

Based on the annual impairment test performed, an impairment
loss of RMB107,055,000 has been recognised. The recoverable
amount of the cash-generating unit determined based on value in
use calculation is estimated to be RMBNiIl. The intangible assets of
RMB3,121,000 (note 18) was also impaired during the year.

Assumptions used in the value in use calculation are determined
with reference to the cash flow projections prepared and approved
by the management based on past performance and management’s
expectation for the market development and evaluation of the future
business prospect.

HE=E—tF+=A=1—ALFE

ERBETZEERBAS  EER
5 B 5 18 A R #107,055,000 7T © 3R
SEABMMAUE S BEENERE
BEEEYHEAAARBSZL - ARK
3,121,000 T EE 2 & B (M9 5E 18) TR
FRFE -

ANEREBEAEZBRRIESEER
EBENBERAREEEBEMSERN
TR ELE R 2 RE R E TR K AR
RREBRISRHETE -
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GOODWILL (Continued)

For the year ended 31 December 2017 (Continued)

The impairment loss arose as a result of the following factors: (i) the
substantial change in the management team of Fujian Liumai in 2017
which could not be properly handled in a timely manner, and resulted
in the sales of Fujian Liumai fell far short of expectation; (i) the fast-
changing development pace with the industry; and (i) management’s
evaluation of the future business prospect of Fujian Liumai.

For the year ended 31 December 2016

The recoverable amount of the CGU is determined based on value-
in-use calculations. These calculations use pre-tax cash flow
projections based on financial budgets approved by management
covering a five-year period. Cash flows beyond the five-year period
are extrapolated using the estimated growth rates stated below. The
growth rate does not exceed the long-term average growth rate for
the business in which the CGU operates.

The key assumptions, long-term growth rate and discount rate used
in the value-in-use calculations are as follows:

Gross margin FER=H
Long term growth rate RHjE R &
Pre-tax discount rate KRFH TR IR R

The basis used to determine the value assigned to the budgeted
gross margins is the average gross margins achieved in the year
immediately before the budget year, increased for expected efficiency
improvements, and expected market development. The long term
growth rates used was adopted based on the PRC long term
projected inflation as sourced from the International Monetary Fund.
The discount rates used are pre-tax and reflect specific risks relating
to the business.

At 31 December 2017, the recoverable amount of the CGU was as
follows.

Recoverable amount A Y 6] & B8

19.
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BE—F—tF 1 -A=+—HIFE
(#)

WEEBEEN TIIRZESE : ()REN
BMEBEFR T —tFNEREHHN
T RIBEARRE R ETT MG BUR R /AR 8H
BRERERES : () TEERSLH
BBE K (i) EREHRESIRARE
RIS AR

I E—E—ANFTZA=F—HIUFE

ReEE SN 2 AR B SR TIREER
BEAEEE ZFHEDERAER
[EHLAE R = T F B 2 B R TR E PR
ZBRATRE RETR - AFHERZ
R n 8RR T XAl g &=
HoZBERRUEBORNSELBMN
REXRB 2 RPFIIERE

o

REREBEEFETEANEZRR
HR R R PR =T

69%
3%
12.5%

ARNEEREEMNENEEZEERE
BETREFE R —FEENFHERNE
E IR R LIRS R MG
o0 e PR {E AR EIE R R TR IR RIRN B
BREEE AN ERPETBRE
e FTARMIREREA - RS
AR IRER

RZZ—+t&+=-A=+—B HE
Bz AT EERRMT -
2017 2016
—E—tF —T—RE
RMB’000 RMB’000
AR®TF T ARETTT
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20. SUBSIDIARIES 20. MIBAA

The following is a list of principal subsidiaries at 31 December 2017: LATAR_Z—tF+=-A=+—HH

FEMBRATMNEE :
Particulars of Proportion of ownership interest
issued and L=t Rl
paid up capital/ Group’s Held by Held by
Place of registered capital effective the a
incorporation BETR interest Company  subsidiary
Name of subsidiary and business HRRA/ KEE PN WEAR Principal activity
WEARER FMRIREE S EMEAZE B ] BE TEER
Sanai International Investment Company  British Virgin Islands (‘BVI")/ 10,000 ordinary 100% 100% - Investment holding
Limited (formerly known as Hong Kong shares of US$1 each
“Wuyi International Pharmaceutical
Investment Company Limited”
(“Sanai BVI")
Sanai International Investment RBRAHS 10,000 REREE RERR
Company Limited (#178 [ = E ((RBRLH#E))/E5 1ETHERR
EEREARAR(=EBV])
Wuyi International Pharmaceutical Hong Kong 1 ordinary share 100% = 100% Investment holding
(Hong Kong) Company Limited
RREREE (58) ARARA B 1RERR REHER
Fujian Sanai Pharmaceutical Company  PRC wholly-foreign-owned Registered capital 100% - 100% Develop, manufacture,
Limited (“Fujian Sanai”) (note (ii)) enterprise for a term of RMB290,780,000 marketing and sales
50 years commencing of pharmaceutical
18 January 2000 products
RE-FEXERAT mE NEEALE v e S 2HRE
(Me=% ) (Mt ) ZTTTE-ATNR  AR¥290,780,0007 EREER
Bt REn+E
Fuzhou Sanai Pharmaceutical Company ~ PRC wholly-foreign-owned Registered capital 100% - 100% Investment holding/
Limited (“Fuzhou Sanai”) (note (ii) enterprise for a term of 1S$19,810,000 Develop,
50 years commencing 1 manufacture,
January 2004 marketing and sales
of pharmaceutical
products
BN =EEXERAR R NEBARE AR RERR/FE 8
(M=% D) (Mt ) —ZIME-A-H 19,810,000%7T & BERHER
BT REATE HEM
Fujian Liumai Medical Services Co., PRC wholly-foreign-owned Registered capital 100% = 100% Sales of pharmaceutical
Limited (“Fujian Liumai”) (note (ii)) enterprise for a term of RMB810,000,000 related software
30 years commencing and provision
21 August 2014 of consultancy
services
RERERRBERAA mE - NEEALE HEx HEBRRBRARIE
(Taso~ix ) (s ) “Z-mENAZT—H AR810,000,0007 HLRRRAARAS
R RIES
China Green Energy Interactive Hong Kong 10,000,000 ordinary 100% - 100% General trading
Development Limited shares
PEGEHRESRRERAA A 10,000,000 % @ —%RE5
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SUBSIDIARIES (Continued)

20. KMEBAE (&)

Particulars of Proportion of ownership interest
issued and FEgBEAL
paid up capital/ Group’s Held by Held by
Place of registered capital effective the a
incorporation BETR interest Company subsidiary
Name of subsidiary and business HRREK/ A5 AT HB72AE Principal activity
MWEAR AR EMRIREE Y FMERFE ¥ 2] BE IZER
Union Development Financial Leasing ~ PRC wholly-foreign-owned Registered capital 100% = 100% Provision of finance
(Shenzhen) Company Limited (note (i) enterprise for a term of RMB120,000,000 leasing services
30 years commencing 5
December 2016
BEERREARE(RI)ARAR (3 HE - HEBELE HEA Rt EH E MRS
i) “F-R~ETZARA ARE120,000,000T
i RH30E
Zhejiang Sanai Biotechnology Limited ~ PRC wholly-foreign-owned Registered capital 100% - 100% General trading
(note (ii) enterprise for a term of HK$30,000,000
10 years commencing 8
September 2017
MI=ZEEMPBRARNA (M) B HEEERE AR —%E%
“E—+EAANH 30,000,000 7T
e AT
Notes: BieE
i) None of the subsidiaries had any debt securities outstanding at the end of the i) PR HIRSFE AR - BN B
reporting period, or at any time during the year. NRIBERIREENESES
ii) The English names of the subsidiaries are presented for identification ii) MR R 2 A TRE A

purposes only.

INTERESTS IN AN ASSOCIATE

The following list contains only the particulars of the Group’s
associate, which is an unlisted company whose quoted market price
is not available:

21. REEQARER

all

TREFIH S B LT AR AL ETE
ZAEEBERR LA -

Proportion of ownership interest

Particulars of FrEgaAt
issued and Group’s Held by Held by
Place of paid up capital effective the a
incorporation BETR interest Company subsidiary
Name of company and business HRREK/ KEE YN B2 Principal activity
WEARER FMALREE LY FMERFE BiER 2] B8 FEEE
Antu County Guanghui Chinese PRC RMB10,000,000 49% - 49% Not yet commence
Medicine Technology Registered business
Development Company Limited*
CEGEETENRHERERAA A BHMARE HARRER
10,000,0007%
& Registered under the laws of the PRC as a limited liability company. * BIEPBEEREMABREEAF]

i The English name is presented for identification purpose only.

The above associate are accounted for using the equity method in the

consolidated financial statements.

' R TEEHRER] -

A BBt 2 BIE PR AN AR & B T 3R
RAAFK °
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21.

22.

INTERESTS IN AN ASSOCIATE (Continued)

As at 31 December 2016, Fuzhou Sanai, a wholly owned subsidiary
of the Group, has invested an aggregate amount of approximately
RMB94,815,000 in the associate for the plantation of the Chinese
herb, Perilla. In 2017, as Fuzhou Sanai was informed that Perilla Oil
Capsule was not included in the National Reimbursement Drug List,
the sales volume of Perilla Oil Capsule had an obvious drop and the
demand for perilla seeds by the Group had a substantial decrease.
To minimise losses, Fuzhou Sanai issued a letter to the associate to
request the termination of the cooperative plantation agreement and
the refund of investment amount. Such request had not received a
positive response. After lengthy negotiation, the managements of
Fuzhou Sanai determined to take legal actions after discussion with
the management of the Group for protecting its rights, and will initiate
legal proceedings against, and not exclude the possibility of making
application with the court for liquidation of, Antu Guanghui. The
management of the Group determined to make a full impairment on
the investment amount in the associate at the end of the year so as
to reflect the potential risk of loss.

Aggregate information of the associate that is not individually
material:

Aggregate carrying amount of
individually immaterial associate in
the consolidated financial statements

Bt AR 2 R E

Aggregate amount of the Group’s SEE(RHE AR EE

share of the associate’s

Loss for the year FREE
Other comprehensive income Hfth 2=
Total comprehensive loss ZHEEEARE
INVENTORIES
Raw materials R
Work in progress R M
Finished goods BUAK G
Merchandise P

FARMBHRERAENBIENZ

21. REENEER (E)

RZZE—ARF+ZA=+—8 £x%E
2EMBRARABMN=ZEERAESHOA
R 94,815,000 7T £ Bt & A 7) A {E &
ERRERED S R —tF
BN BN =B EEH B R AR
AZEBERE % BtEHF RSB EH
EERE THEMASEHRGFET 2F
RIFRIER D - BEAEEL - BN=F
B RSB E N R R ERRE R
WRERER » Za R B FEIEEE
& EERRENRY  BM=2EE
[ EAE BB IR E W mIORERBUER
TTENHEE N AR - 15 & B EELR
FRARMAHGIR 2GR RNAIAE o F
RAEBEEHEERTE LB EARNRE
HEEREARGEENIR KRR

ERIBE TN ERREZ AT 2B ER

2017 2016
—E—tF —T— N4
RMB’000 RMB’000
AREF T ARETT
- 4,795
- (105)
- (105)

22. &
2017 2016
—E—tHF —E—REF
RMB’000 RMB’000
AREF T ARET T
2,027 3,794
157 412
7,808 9,927
29,377 -

39,369 14,133
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INVENTORIES (Continued) 22. FE (&)
The analysis of the amount of inventories recognised as an expense EERARZ W ABSECFESSE
and included in profit or loss is as follows: DHTEAR -
2017 2016
—ET—tF —T—RE
RMB’000 RMB’000
AREET T AREFIT
Carrying amount of inventories sold BEEFEZREE (FFE10(c)
(note 10(c)) 114,432 244,906
Write-off of inventories &M 4,544 13,036
118,976 257,942
During the year ended 31 December 2017, due to the suspension HE-_ZT—tF+-A=+—HBILF
of production compartments, certain of the inventories of the Group B AREEEHEE  AEEETT
was expired and could not be sold or used in the production, EEIHHETAHENAREE - A&
the Group has written off inventories amounted to approximately EE M FEAARK 4,544,0007C °
RMB4,544,000.
During the year ended 31 December 2016, due to typhoon Meranti HE-_ZT-—R"F+-A=+—HBILF
and rupture of the main underground steam pipelines connecting all B ARRREREMEFSEESERE
the production compartments, the Group has written off inventories FEERA  AEEEMBETFEOAR
amounted to approximately RMB13,036,000. #13,036,000 7T ©
TRADE AND OTHER RECEIVABLES 23. EBFREUGRIAERHMEKRRE
2017 2016
—E—+F —E—RF
RMB’000 RMB’000
AR¥ETT ARETIT
Trade receivables (note (b)) B 5 W E (H5E (b)) 23,420 3,414
Other receivables (note (f)) At W ks (B 5 () 891 18,713
Amount due from an associate UGBS &R B RIE (M FE (d))
(note (d)) - 89,915
Amount due from a related U —rBE A Bk E (FIFE ()
company (note (c)) S -
Loans and receivables B & EWRIE 24,314 112,042
Prepayments and deposits FENFIERILS 56,811 238
Other PRC tax receivables Eofth B R A IR 1,954 -
83,079 112,280
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23.

TRADE AND OTHER RECEIVABLES (CONTINUED)

Notes:

a)

Prepayments and deposits expected to be recovered after more than one
year is RMB262,000 (2016: RMB20,000). All of the other trade and other
receivables are expected to be recovered or recognised as expense within
one year.

The Group normally grants credit terms of 60 to 90 days (2016: 60 days) to
its customers. Further details on the Group’s credit policy are set out in note
6(c).

As of the end of the reporting period, the ageing analysis of trade receivables
at the end of the reporting period, presented based on the invoice date and
net of allowance for doubtful debts is as follows:

0 to 80 days 0%E30H

31 to 60 days 31HZE60H
61 to 90 days 61HZE90H
91 to 120 days 91HZE120H
121 to 365 days 121 HZE365H
Over 365 days BB 365 H

The ageing analysis of trade receivables that are neither individually nor
collectively considered to be impaired are as follows:

Neither past due nor impaired I 48 360 HA I JE R (E
Past due but not impaired R ERE
Less than 1 month past due BN —EA
1-8 months past due BH—Z=EA

Over 3 months past due BB =@EA

Receivables that were neither past due nor impaired relate to a wide range of
customers for whom there was no recent history of default.

Receivables that were past due but not impaired relate to a number of
independent customers that have a good track record with the Group. Based
on past experience, management believes that no impairment allowance is
necessary in respect of these balances as there has not been a significant
change in credit quality and the balances are still considered fully recoverable.

Management closely monitors the credit quality of trade receivables and
considers that no impairment allowance is necessary as the balance is still
considered fully recoverable. The Group does not hold any collateral over
these balances.

23.

[}
=]

5 PRV IE I LA FE U R IR ()

P

a)

TRHIRR B — F AR E 2 B RIARIZ
ERARKE262,0007L(ZF—RF: A
R#¥20,0007T) - HHIMAEME SRR
FIAREMEKFIREG G R —FAWRE

AEE—RAEFEFREE0E0R(=F
—NEF 60 R)MEEH - BEAKERE
ERRAE—THE - SRHES() ©

MNEBEHR - RERE ARG RAER
BEZDNE 5 EURIER Rk D47 40
T

2017
—Z—tF

RMB’000
AR®ET T

2016
—EREF

RMB’000
ARKEFT

10,229
1,164
6,650
1,884 =
3,460 =

33 =

1,648
1,766

23,420 3,414

I A 51 7T SR BB AR AR RUE R B 5 R UK
R BRI DT -

2017 2016

S i —ExE
RMB’000 RMB’000
AREFT ARHETTE
11,393 3,414
1,068 =

744 -
10,215 =
23,420 3,414

WEB T ERENE S EKFRES
2EFHM - WEMBELRE -
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ALERSRFZBUIRFEMH - &t
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EEEERERBSEIENEEE
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TRADE AND OTHER RECEIVABLES (CONTINUED)

Notes: (Continued)

d)

The balance represented amount due from a related company, SZZ
International Group Holdings Limited, a company which is controlled by Ms.
Hung Hoi Lan, who is an executive director of the Company.

During the year ended 31 December 2017, impairment loss of
RMB89,915,000 was recognised on the amount due from an associate (note
21). As at 31 December 2016, the balance was unsecured, interest free and
repayable on demand.

During the year ended 31 December 2017, impairment loss of RMB2,540,000
was written off against other receivables directly as the Group considered that
the recovery of the amount is remote.

As at 31 December 2016, the balance mainly represented receivables of
approximately RMB16,138,000 in relation to PRC individual income tax paid
on behalf of the vendors related to the acquisition of a subsidiary during the
year ended 31 December 2016.

B 2 R EOR Kk 2 EURE ()

Bt : (4)

d)

e 1R IR — fH B E R AlSZz
International Group Holdings Limited (—
AR ARITES SR LT 2
AR)) HIFRIA °

RBE_Z—tF+=-A=+—HBLHF
& - Bt N R OB R R (E B
BARK 89,915,000 T (HizE21) « R=
T—RF+-A=+—8 " ZEHEE
B S BRBEREE -

REBEE_T—+HRFAR+=—A=+—H~
IEFE - ARAEBERBKEZREDN
e EH - BUREREB AR 2,540,000
TCTY B B fth P USRI 8

EHREIBREEANBE_FT—AF+_H
=+ HLEFERKBEMHBRRRKRE
77 32 A i e B A BT AS B 7 B Y B KR
HH AR 16,138,000 7 °
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24,

FINANCE LEASE RECEIVABLES

Current portion of finance
lease receivables

Non-current portion of finance
lease receivables

Not later than one year
Later than one year and not later
than two years

Less: Unearned finance income

Present value of minimum lease
payments receivables

Less: Current portion of finance
lease receivables

Non-current portion of finance
lease receivables

24. EWRERENE
2017 2016
—T—tF —T—REF
RMB’000 RMB’000
ARET T ARET T
JE Wt & MR E IR 2 BNEREL 9
42,982 -
FEU B0 & & RIE 2 JERNERED
29,878 -
72,860 -
Minimum lease Present value of
payments minimum lease payments
REHERE BREHERBERE
2017 2016 2017 2016
2t ZT-RF ZE+tF ZE—KF
RMB’000 RMB’000 RMB’000 RMB’000
ARBTT ARETT AR¥®TRT ARETRT
—FR 47,476 - 42,982 -
HiR—FETBAME
31,552 - 29,878 -
79,028 - 72,860 -
A RERIB G (6,168) = = =
HIEEKAEFIERE
72,860 - 72,860 -
A R E TR &5 2 BV
(42,982) -
FE W m B M ERIE 2 RN H
29,878 -

As at 31 December 2017, the finance lease receivables are secured
over the leased assets mainly by machineries and equipment.

The Group is not permitted to sell or repledge the collateral of finance
lease receivables in the absence of approval by the lessee. All the
Group’s finance lease receivables are denominated in RMB, the
functional currency of the relevant group entity.

RZZE—tF+-A=+—8H EK&
BHEFAMEN HEEET 2 A
25 Mk

FEABENLEHANBTRT  AEE S
A S AR R T E UG IR 2 K
fm o AREZ A RERER KA
BRUAREHE  AREREHRSEER
BBZINBEER o
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FINANCE LEASE RECEIVABLES (Continued)

The weighted average term of finance leases entered into is 3 years
and all the leases require repayment by instalments. In the event the
lessee breaches the lease contract, the Group has the right to use
or sell the assets leased and to call for full or partial repayment of
the outstanding balance of finance lease receivables. At the end of
the finance lease term, the lessee will be able to purchase the leased
assets at nominal price.

The interest rate inherent in the leases is fixed at the contract date
for the entire lease term. The average effective interest rate is
approximately 6.6% per annum. The finance lease receivables at the
end of the reporting period are neither past due nor impaired.

LOAN RECEIVABLES

The balance represented loan advance to an independent third party.
The balance is unsecured, interest bearing at 12% per annum and
repayable on 29 March 2018. The outstanding balance has been fully
settled by 26 March 2018.

FINANCIAL ASSETS AT FAIR VALUE THROUGH PROFIT OR
LOSS

Listed equity securities on Hong Kong & F itz E 5

As at 31 December 2016, the financial assets at fair value through
profit and loss represented the trading equity securities of
RMB41,977,000. The Group has disposed all listed equity securities
during the year ended 31 December 2017.

The fair values of the above listed securities were determined based
on the quoted market bid prices available on the Stock Exchange.

During the year ended 31 December 2016, fair value gain on financial
assets at fair value through profit or loss of RMB9,308,000 are
recognised in “Other Income” in the consolidated statement of profit
or loss and other comprehensive income (note 9).

24,

25.

26.

PR mERE IR ()

REMEZMETOEBARIEFE - A
R ERNERES - EAEANER
R REBBRERKIHEEHEER
E - FNASEARZKEA K E
EREHERUGIAZREBHER - 1
MEHESHR  AEAFRRERER
BEEEEE -

REEEEHR - HENEIAE R A H
FBEERE - FHUEBRFENRNG
6.6% ° NIMEHR - MERERIKHIA
RIBEERIRE o

EREWFIR

ERIEBN T —RBUE=THNER -
AABERAS IR  REFIFA2%ETE
WAR-Z-NF=ZA-+NLAEE
AEREHRER_Z-NF=A=+R
HZ AT AEE

o

BAVESABSZERMEE

2017 2016
—Z—+tF =F N
RMB’000 RMB’000
ARBTT ARETT
- 41,977

R-Z—RE+-_A=+—"8 &BA¥
Bt ABREZeREEATFEEH AR
SRR EH A RE 41,977,000 7T ° ANE
BEREE—_ET—t&F+-_A=+—Hit
FEBHEME EMBRAES -

VA BB R %5 2 AT E TR B 2 FE
Rz T5REETE -

HE-_ZT—XR"E+-_A=+—HL*F
B BMAFEFABEZEHEERT
BEEF T AGABESREMEEmKER
PR TEMlE ] () PFEBEAAR
#9,308,000 7T °
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27.

CASH AND CASH EQUVALENTS AND OTHER CASH FLOW
INFORMATION

a)

b)

Cash and cash equivalent comprise:

Bank balances and cash (note (i))

Cash held under trust arrangement
(notes (i) and (iii)

Cash held by financial institution

SRITHESH IR S (FIREG)
BRETLHFEENRE
R & (i) B (iii))

(note (ii))

Notes:

)

Bank balances and cash and cash held under trust arrangement of
the Group comprise cash at bank and on hand. Cash at banks and
cash held under trust arrangement earn interest at floating rates
based on daily bank deposit rates.

Cash held by financial institution by the Group represents amounts
deposited in financial institution in Hong Kong and does not carry any
interest rate.

As at 31 December 2016, the balance represented cash held
under trust arrangement by Mr. Lin Qing Ping, a former director of
the Company and a related company, EMZEFEETEGR AR
(Fuzhou Hongyu Packing Co., Ltd.) (“Fuzhou Hongyu”), a company
controlled by Mr. Lin Ou Wen, who is a former director and former
chief executive officer of the Company, to identify potential investment
opportunities for the Group.

Reconciliation of liabilities arising from financing activities

27. RERAESEEY

a) HRERREZEWESE

SRIBBR AR S (P i)

2017 2016
—T—tF A
RMB’000 RMB’000
AR®T T AR®ETFT

13,242 55,542

- 53,000
48,483 39,005
61,725 147,547
M -

)

REBRTERERSARRE
ERZREZREBERITR
FEAE - RITHERBBER
ZHRFANRSRERRITEN
G B 0T B T R BRERA 2, o

AEEZ SREBRENREE
FRRBESREE A TEN

IR

R=F—ARFE+=-—A=+—8"
RERIEME TR & (KRB ATE
EF) R HEBEARBRMNET
BEIFERRR ([EMNEF])
(AARFREE RATITRAEE
MBS SE AR B R R RIBRE
RLHFENHRES - ABHIAE
BREEREKS -

b) BEFBRELEZEEZHR

Bank loans

RITE

RMB’000

ARETFT

At 1 January 2017 R=—ZT—tF—HA—H 85,600
Changes from financing WMEE S RESEE

cash flows 196,342

At 31 December 2017 R-T—tF
+=A=+—~H 281,942
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28.

TRADE AND OTHER PAYABLES

Trade payables

Payroll and welfare payables
Accrued charges

Other payables

Financial liabilities measured
at amortised cost

Other PRC tax payables

Receipt in advance

Deposits received

Contingent consideration
payable (note 37)

Analysed as:
Non-current (note (a))
Current

Notes to the Financial Statements
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B 5N RIE
e & e 48 A
FEEt &R

H A0 e 5R

SRR 2
SREE

H i e BIRIA

FEURIA

BWIRES

RS SARE (FHFEST)

DT
FEmE (HEE (@)
&

As of the end of the reporting period, the ageing analysis of trade
payables presented based on the invoice date is as follows:

0 to 30 days

31 to 60 days
61 to 90 days
91 to 120 days
121 to 365 days

0£30H

31 HZE60H
61HZ90H
91HZE120H
121 HZE 365 H

All of the trade and other payables are expected to be settled within

one year or are repayable on demand.

Note:

a) The balance represented deposits received from customers in respect of
finance lease business (note 24). The amounts are expected to be received
after one year and was classified as non-current liabilities in the consolidated

statement of financial position.

28.

B S ENFIER EMEMRIE
2017 2016
—E—+F —E—RF
RMB’000 RMB’000
AR®ET T ARET T
4,101 22
1,042 893
2,316 2,693
5,338 991
12,797 4,599
172 304
947 -
4,640 -
= 44,643
18,556 49,546
4,640 -
13,916 49,546
18,556 49,546

RBERR - UEZAMSERNMZE
58 SNSRI BRI AT

2017 2016
—=—t5F —FNEF
RMB’000 RMB’000
AREFT ARBET T
1,357 22
165 =
469 -
536 =
1,574 -
4,101 22

FiT 8 B 5 FE 7 ORI B At FE 9 BURTR A

TR —F AT SR ERIER
Bt

a) AR iE ot B A M B ST A B P UK A R
& (irE24) - ZERHEBEIN —F1&
WER - WHAR B BT RS R R R DB A IR
mBELE -
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29.

SECURED BANK LOANS

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

Secured bank loans BEIPIEITER

At 31 December 2017, included in interest-bearing bank loans of
approximately RMB120,042,000 has been expired. Subsequent to
the end of the reporting period, the Group has carried out discussion
with the banks in respect of renewal of bank loans for another
one year. All of the other interest-bearing bank loans are due for
repayment with one year (2016: All interest-bearing bank loans were
due for repayment within one year and carried at amortised cost.
The amount due was based on the scheduled repayment date as
stipulated in the respective loan agreements).

At 31 December 2017, land use rights with a net book value of
approximately RMB6,040,000 (2016: RMB28,308,000) (note 17) and
property, plant and equipment with a net book value of approximately
RMB28,547,000 (2016: RMB138,834,000) (note 16) were pledged
to a bank as collateral against the bank loans. The bank loans carry
interest at fixed rates of 4.57% to 6.31% (2016: 4.57% to 4.79%) per
annum. The security will be released upon settlement of the loans.

— = H = FIEFE

BEIFRITER

BEMBTERNOREEINIT

2017 2016
—E—tF —T—RE
RMB’000 RMB’000
AR®T T AE®T T
281,942 85,600

R==— t$+:ﬂz+*5'§+)\§$
BIRTTE A AR 120,042,000 TE
BIE o B &iﬁﬂé ANEBE AL
TER—FHRIFTRAERD - TAEM
TERTEFY A —FRER(Z
T—F : A ERITERR—FR
BB R IR SH R AN B BR M B BR S BE AR
BSERBEET 2 BRERB M
JE) °

R-E—+E+=-—A=+—0 BEE
EFBLO B AREB,040,000T (==
—7NF : AR¥28,308,0007T ) (BffsE
17) M L F AR EEEFENAA
R#28,547,000L(ZZT—RF : AR
ﬁ#1%13883400073)(r%ﬁ‘ﬂts)rém%%
BB KT IR T IRITIEARITER
A - ﬁﬁ%ﬁ&lmiﬂﬁu?
457% ZE6.31%(=ZF—NF : 457% =
4.79%)5HE - NEEEER - HFEE
fRRR o
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30. INCOME TAX IN THE CONSOLIDATED STATEMENT OF
FINANCIAL POSITION

a)

Current taxation/(tax recoverable) in the consolidated
statement of financial position represents:

Provision for the year AN E R
Hong Kong Profits Tax BEBEFEH
PRC EIT BB PRIS T
PRC EIT paid for the year FREMNFRBEDSEMRER
Balance of provision for the PRC H|E—FEEEZTREME
EIT relating to prior year FRiSTiffe o ik
Effect of foreign currency INEETE H KR B

exchange differences

Represented by: 15 -
Current taxation EHTIA
Tax recoverable AU el FE IR

30. REEMBRRERAZHAED

a) RESHBMRRRAZERHIE

g/ (AT EHE) :
2017 2016
—ET—tF ZERF
RMB’000 RMB’000
ARET T AREFT
159 -
575 -
(287) (4,393)
652 5,045
34 -
1,133 652
1,435 988
(302) (336)
1,133 652

143
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30. INCOME TAX IN THE CONSOLIDATED STATEMENT OF 30. REEHERRIKRAZFTEE (&)
FINANCIAL POSITION (Continued)

b) Deferred tax assets and liabilities recognised: b) CEERELHBEERERE:

i) The components of deferred tax (assets)/liabilities i) RKEERESMBEMDR
recognised in the consolidated statement of financial RABRZBELERE(E
position and the movements during the year are as E)/BErEFNT :
follows:

Impairment
Related loss on
depreciation Fair value property  Impairment  Withholding
inexcessof  adjustments plant and loss on taxon
depreciation ~ onintangible  equipment landuse distributable
allowances assets  W1¥ RE rights profits
Deferred tax EERUTH BEERE ayEE Rl tHERE  UHRAE Total
arising from: idiah: fEENE ATEHHER HEER HEFE iRl gt

RMBOOO  RMBOOD  RMBOOO  RMBOOO  RMBOOO  RMBO0O
ARETE  ARKTT  ARMTZI  ARMTR  ARETR  ARETR

At January 2016 R-B-xE-A-A (22861) - “08t) 1806) 14,622 (49,856)
Credited to proft orlss REEREA 22239 - (79210 3815) (188 (107.140)
Acquired under business REFBAGNE ()

combination (note 37) - 996 - - = 996

At 31 December 2016 and RZF-~E+ZA=1-H
=

1 Janvary 2017 R-E-+6-f- 145,004 W (12002) 4621) 10780 (156000
(Credited)/charged to proft WESAGIA) /B

or loss 31,880 (996) 84,850 3,266 (2,846) 116,154
At 31 December 2017 R=F—t#+=A=1-A (13,214) = (35,171) (1,355) 9,804 (39,846)
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30. INCOME TAX IN THE CONSOLIDATED STATEMENT OF
FINANCIAL POSITION (Continued)

b) Deferred tax assets and liabilities recognised: (Continued)

i)

(Continued)

Under the Enterprise Income Tax Law of the PRC, with
effect from 1 January 2008 onwards, non-resident
enterprises without an establishment or place of
business in the PRC or which have an establishment
or place of business but the relevant income is not
effectively connected with the establishment or place
of business in the PRC will be subject to withholding
income tax at the rate of 10% on various types of
passive income such as dividends derived from sources
in the PRC. Pursuant to the double tax arrangement
between the PRC and Hong Kong effective on 1 January
2007, the withholding income tax rate will be reduced
to 5% if the investment by the Hong Kong investor in
the investee entities in the PRC is not less than 25%.
On 22 February 2008, the State Administration of
Taxation approved Caishui (2008) No. 1, pursuant to
which dividend distributions out of retained earnings of
foreign investment enterprises prior to 31 December
2007 will be exempted from withholding income tax.
As at 31 December 2017, deferred tax liabilities of
RMB9,894,000 (2016: RMB12,740,000) in respect
of the withholding income tax on dividends has been
recognised by the Group.

Withholding tax on dividends represents tax charged by
the PRC tax authority on dividends distributed by the
Group’s subsidiaries in the PRC during the year.

30. B

b)

A PBIRR RN ZFEH (&)

EBRIEEVREEREE © (B)

(%)

BIEE_ZZENF—A—
A A R E bt EE
Bk WIS BRI 5K
7 4 7E 7R B AR A A b 2
ZIHEERDE  REFH
B2 Bk FE AP B AR A AR A D
2 HBEBAER B
IF B 75 AP B AR 7 3 AR B A
B ERIEERD
¥ BAERZEEISHEA
(AR R EEAN 2 R 2)
£ 10% B R @SB
o BEBEFREETBN
YTHR=_EZT+F—HF—AH
ERNEEHBETHE - W
EBREEHPRGIRE
ERENEETDR25%
RAITENAT S BB E B T A
5% - RZZTZENF_A
—+-HB BXRBBEER
HEAEBA T (2008) 55 1 5% +
I HINERE=ZTT+
F+-_A=+—RHZAHN
REBBFFRBESORESD
KGR % B STEHE
H-m=—F—t&+=A
=t+—H  AKEHERK
BIEFT 55 1 R T
HE E A AR 9,894,000
T(ZE—RNF: AR
12,740,000 7)) ©

MR B IR BAEF A B
BHEARASERHHEH
Bt B X B 23 ik B S B WU ER
IR
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30. INCOME TAX IN THE CONSOLIDATED STATEMENT OF 30.

FINANCIAL POSITION (Continued)

REE PR RA 2GS (&)

b) Deferred tax assets and liabilities recognised: (Continued) b) CERERELHEEEREE: (&)
i) Reconciliation to the consolidated statement of i) B ERIBAMR KR
financial position
2017 2016
—E—tF —E—RF
RMB’000 RMB’000
AR¥ETT AREFIT
Deferred tax assets FEREFIAE E (49,740) (169,736)
Deferred tax liabilities RIEFIREE 9,894 13,736
(39,846) (156,000)
c) Deferred tax assets not recognised o) AERETEHREEE
In accordance with the accounting policy set out in note 2(q), BIEHT T 2(q) ATk 2 5T BER - &
the Group has not recognised deferred tax assets in respect R B & FERBUE A KA RE A 1E
of cumulative tax losses of approximately RMB279,667,000 HHEHER AR EEEREEAN
(2016: RMB69,531,000) as at 31 December 2017 as it is not WIRIEER  MAKEER =T
probable that future taxable profits against which the tax losses —tF+ZA=+—BRARFH
can be utilised will be available in the relevant tax jurisdiction THE 1B 4 A R ¥ 279,667,000 7T
and entity. The tax losses do not expire under current tax (ZZ—7"%F  AR®69,531,000
legislation except for tax losses of RMB271,510,000 (2016: T)IERELERIBEEE - BIE
RMB64,378,000) in PRC which is available for carry forward to WP ZHEBEETERE
set-off future assessable income for a period of five years, as o ERFEARIEEBARE
follows: 271,5610,0007C (ZZ— <& : A
R #64,378,0007T ) A] AR &S EE K,
SRR L B 2 FE AR AR R A 1
T
Tax losses will expire in: FRIBEEASA AT B EAEIER -
2017 2016
—E—+tF —E—RF
RMB’000 RMB’000
ARETIT ARETIT
2021 —TTF 64,378 64,378
2022 —E-—F 207,132 -
271,510 64,378
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a)

31. CAPITAL AND RESERVES 31. BARFE
The reconciliation between the opening and closing balances a) ALRE 2 fr e R BRI F
of each component of the Group’s consolidated equity is set MRFRABRER A ERE B R
out in the consolidated statement of changes in equity. Details MBI - ARF) 2 & @RS
of the changes in the Company’s individual components of B F ) R F RSB M
equity between the beginning and the end of the year are set T e
out below:
Retained
Share profits/
Share Share option  (accumulated
capital premium reserve losses) Total
B RiVEE — BRERE RBER st
(note 30(b))  (note 30(c)(i))
The Company NG| (Fiarsom)  (BF=E30())
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARETT  ARETr ARETR  ARETR  ARETrn
At 1 January 2016 R=2—"5-A-H 18,527 980,979 - 42,143 1,041,649
Equity-settled share-based EREE MR BER
transactions (note 32) 235 (M5 32) - - 19,916 - 19,916
Shares issued under placement REEERTZRG
(note 31(b)i) (BH2E 31 (o) i) 3,235 66,059 = = 69,294
Profit and total comprehensive BHRENZES R
income for the year - - - 40,535 40,535
At 31 December 2016 and RZE-A~E+ZA=1-A
1 January 2017 k=F—tf-f-H 21,762 1,047,038 19,916 82,678 1,171,394
Share issued upon exercise of TERERERETZRG
share option (note 31(b)(if) (BizE 31 (o) i) 1,415 63,659 (19,916) - 45,158
Shares issued under placement REEERTRG
(note 31(b)i) (BH2E 31 (o) i) 3,832 84,878 = = 88,710
Loss and total comprehensive BERENZELAER
loss for the year - - - (1,122,383 (1,122,383
At 31 December 2017 R=E—tF+=-A=1+—H 27,009 1,195,575 - (1,039,705) 182,879
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31. CAPITAL AND RESERVES (Continued)

b) Share capital

Authorised:
Ordinary shares of HK$0.01 each
At beginning of the year

Increase during the year (note 31(b)(i))

At the end of the year

Issued and fully paid:

Ordinary shares of HK$0.01 each
At the beginning of the year
Share issued upon exercise of

share options (note 31(b)(ii))
Shares issued under placement
(note 31(b)(iii)

At end of the year

Shown in the consolidated
and company statements
of financial position
at 31 December

ERE

FREE0.01 B TAERR
REA)
E R (T 31(0)()

RER

ERTRAR :
FREEC.01 BT LR
HREA]
BRI T 2 R
(PH=E 31 (o) (i)
RBEERTZRG
(PiF&E 31 (o))

RER

Rt-A=+—R2Z&EaR
KRB BRI

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 meetings of the Company. All ordinary share rank
equally with regard to the Company’s residual assets.

i) Pursuant to the Annual General Meeting held on 16
June 2017, the shareholders approved the increase
in authorised share capital of the Company from
HK$32,000,000 divided into 3,200,000,000 shares with
par value of HK$0.01 each to HK$100,000,000 divided
into 10,000,000,000 shares with par value of HK$0.01.

31. RAKMHE (&)

b) &N
2017 2016
—E—+F —E-REF

No. of No. of

shares shares
('000) HK$’000 ('000) HK$’000

K& 8E R EE
(FRR) THAT (FR&) BT
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
164,000 1,640 - -
451,350 4,513 376,000 3,760
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31. CAPITAL AND RESERVES (Continued)

b) Share capital (Continued)

i)

i)

During the year, share options under the share option
scheme were exercised to subscribe for 164,000,000
ordinary shares of the Company at a consideration
of HK$52,480,000 (equivalent to approximately
RMB45,158,000, of which HK$1,640,000 (equivalent to
approximately RMB1,415,000) was credited to the share
capital and the balance of HK$50,840,000 (equivalent
to approximately RMB43,743,000) was credited to the
share premium account). An amount of HK$22,960,000
(equivalent to approximately RMB19,916,000) was
transferred from share option reserve to the share
premium account in accordance with the Group’s
accounting policies.

Shares issued under placement

= On 13 October 2017, the Company entered into
the placing agreement with the placing agent,
pursuant to which the Company has conditionally
agreed to place, through the placing agent, on
a best effort basis, up to 451,350,000 placing
shares to not less than six independent placees at
the placing price of HK$0.24 per placing share.

The placing was completed on 6 November 2017.
A total of 451,350,000 placing shares, have been
placed to not less than six independent places
at the placing price of HK$0.24 per placing
share. The net proceeds from the placing after
deducting relevant expenses of approximately
HK$3,841,000 incurred in relation to the placing,
amounted to approximately HK$104,483,000
(equivalent to approximately RMB88,710,000),
of which RMB3,832,000 and RMB84,878,000
were credited to the share capital and the share
premium account respectively.
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31.

CAPITAL AND RESERVES (Continued)

b) Share capital (Continued)

i)

Shares issued under placement (Continued)

- On 9 September 2016, the Company entered
into the placing agreement with the placing agent
whereby the Company conditionally agreed to
place, through the placing agent, on a best effort
basis, 376,000,000 new shares to not less than
six independent places at the placing price of
HK$0.22 per placing share.

The placing was completed on 23 September
2016. A total of 376,000,000 placing shares have
been placed to not less than six independent
placees at the placing price of HK$0.22 per
placing share. The net proceeds from the
placing after deducting relevant expenses of
approximately HK$2,188,000 incurred in relation
to the placing, amounted to approximately
HK$80,532,000 (equivalent to approximately
RMB69,294,000), of which RMB3,235,000
and RMB66,059,000 were credited to the
share capital and the share premium account
respectively.

c) Nature and purpose of reserves

)

Share premium

Under the Cayman Companies Law, the share premium
account of the Company is distributable to the
shareholders of the Company provided that immediately
following the date on which a dividend is proposed to
be distributed, the Company will be in a position to pay
off its debts as they fall due in the ordinary course of
business.
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31. CAPITAL AND RESERVES (Continued)

c) Nature and purpose of reserves (Continued)

i)

i)

Special reserve
Special reserve represents the aggregate of:

a) the difference between the consideration paid
by a subsidiary of the Company, Sanai BVI, for
the acquisition of the entire equity interest in
Fujian Sanai and the nominal value of the paid-
in capital of Fujian Sanai pursuant to the group
reorganisation in preparation for the listing of the
Company’s shares in 2007;

b) the difference between the nominal amount of the
shares issued by the Company and the amount of
share capital of Sanai BVI acquired pursuant to the
group reorganisation in preparation for the listing
of the Company’s shares in 2007; and

C) the difference between the consideration paid
for the acquisition of additional interests in
Fuzhou Sanai and the carrying values of the
underlying net assets attributable to the additional
interests in Fuzhou Sanai pursuant to the group
reorganisation in preparation for the listing of the
Company’s shares in 2007.

Capital reserve

Capital reserve represents the capital contributions
from Mr. Lin Qing Ping, a former director and former
shareholder of the Company; and Fuzhou Hongyu, a
company controlled by Mr. Lin Ou Wen, also a former
director and the former chief executive officer of the
Company.

Statutory surplus reserve

As stipulated by the relevant laws and regulations
for foreign investment enterprises in the PRC, the
Company’s PRC subsidiaries are required to appropriate
10% of their profit after tax to the reserve until such
reserve reaches 50% of the registered capital and
thereafter any further appropriation is optional. The
statutory surplus reserve fund can be used to make up
prior year losses, if any, and can be applied in conversion
into capital by means of a capitalisation issue.
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31. CAPITAL AND RESERVES (Continued)

c) Nature and purpose of reserves (Continued)

v) Non-distributable reserve

In accordance with the Articles of Association of Fujian
Sanai, Fujian Sanai may appropriate funds to the non-
distributable reserve at the discretion of its board of
directors. According to the Articles of Association of
Fujian Sanai, the non-distributable reserve can be used
to (i) make up prior year losses; (i) convert into capital,
provided such conversion is approved by a resolution
at a shareholders’ meeting; and (i) expand production

operation.

vi)  Share-option reserve

This comprises the portion of fair value of unexercised
share options granted to eligible participants of the
Company that has been recognised in accordance
with the accounting policy adopted for share-based

payments in note 2(p)(ii).

vii)  Translation reserve

The translation reserve comprises all foreign exchange
differences arising from the translation of the financial
statements of foreign operations. The reserve is dealt
with in accordance with the accounting policy set out in

note 2(t).

d) Distributability of reserves

Under the Cayman Companies Law, share premium is
distributable to shareholders, subject to the condition that
the Company cannot declare or pay a dividend, or make a
distribution out of share premium if (i) it is, or would after the
payment be, unable to pay its liabilities as they become due; or
(i) the realisable value of its assets would thereby be less than
the aggregate of its liabilities and its share capital account.

As at 31 December 2017, the Company’s reserves available
for distribution to shareholders amounted to approximately
RMB155,870,000 (2016: RMB1,129,716,000) computed in
accordance with the Cayman Companies Law and the Company’s
Articles of Association. This includes the Company’s share
premium of RMB1,195,575,000 (2016: RMB1,047,038,000), less
accumulated losses of RMB1,039,705,000 (2016: plus retained
profits of RMB82,678,000), which is available for distribution
provided that immediately following the date on which a dividend
is proposed, the Company will be able to pay off its debts as they

fall due in the ordinary course of business.
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31. CAPITAL AND RESERVES (Continued)

e)

Capital management

The Group manages its capital to ensure that entities in the
Group will be able to continue as a going concern while
maximising the return to stakeholders through the optimisation
of the debt and equity balance.

The capital structure of the Group consists of debt, which
includes trade and other payables, secured bank loans and
equity attributable to owners of the Company, comprising
issued share capital and reserves.

The directors of the Company review the capital structure
on a semi-annual basis. During 2017, the Group’s strategy
was unchanged from 2016. The directors review the
capital structure by considering the cost of capital and the
risks associated with each class of capital. Based on the
recommendations of the directors, the Group will balance its
overall capital structure through new share issues and share
buy-backs as well as the issue of new debts or the redemption
of existing debts.

The Group’s adjusted net debt-to-equity ratio at 31 December
2017 and 2016 was as follows:
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32.

EQUITY-SETTLED SHARE-BASED TRANSACTIONS

a)

The Company’s share option scheme was adopted pursuant to
a resolution passed on 8 January 2007 (the “Old Share Option
Scheme”) for the primary purpose of providing incentives to
and recognising significant contributions from directors and
eligible employees, and expired on 31 January 2017. Under
the Old Share Option Scheme, the Board may grant options
to all full-time employees, directors (including independent
non-executive directors) and part-time employees with weekly
working hours of 10 hours and above, of the Group, substantial
shareholders of each member of the Group, associates of the
directors and substantial shareholders of any member of the
Group, trustee of any trust pre-approved by the Board, and any
advisor (professional or otherwise) or consultant, distributor,
supplier, agent, customer, joint venture partner, service
provider of the Group whom the Board considers, at its sole
discretion, has contributed or contributes to the Group.

The total number of shares in respect of which options may be
granted under the Scheme is not permitted to exceed 10% of
the shares of the Company in issue on the date of listing of the
shares on the Stock Exchange which represents 164,300,000
shares (excluding the over-allotment portion) or 7% of issued
share capital of the Company, without prior approval from the
Company’s shareholders. The maximum number of shares
which may be issued upon exercise of all outstanding options
granted and yet to be exercised under this Scheme shall not in
aggregate exceed 30% of the shares in issue from time to time.
No option may be granted under this Scheme and any other
share option scheme of the Company if such limit is exceeded.
The number of shares issued and to be issued in respect of
which options granted and may be granted to any individual
in any one year is not permitted to exceed 1% of the shares
of the Company in issue at any point in time, without prior
approval from the Company’s shareholders. Options granted
to substantial shareholders or independent non-executive
directors in excess of 0.1% of the Company’s shares in issue
or with an aggregate value in excess of HK$5,000,000 must be
approved in advance by the Company’s shareholders.

The offer of a grant of share options under the Scheme may be
accepted within 28 days from the date of offer upon payment
of a consideration of HK$1.00 by the grantee. Options may be
exercised at any time and settled by shares immediately from
the date of grant of the share options or during the period as
notified by the directors at the date of grant. The exercise price
is determined by the directors of the Company, and will not be
less than the highest of (i) the closing price of the Company’s
shares on the date of grant, (ii) the average closing price of
the shares for the five business days immediately preceding
the date of grant; and (iii) the nominal value of the Company’s
shares.
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32. EQUITY SETTLED SHAE-BASED TRANSACTIONS
(Continued)

a)

(Continued)

At 31 December 2016, a total of 164,000,000 shares
(representing approximately 7% of the existing issued share
capital at 31 December 2016 of the Company) may be issued
upon exercise of all share options which were granted under
the share option scheme.

No vesting period or vesting condition on the share options and
the share options may be exercised at any time from the date
of grant and within a period of five years from the date of grant.

Each option gives the holder the right to subscribe for one
ordinary share in the Company and is settled gross in shares.
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32.

EQUITY SETTLED SHAE-BASED TRANSACTIONS 32, LUEREELURNDEERZRS
(Continued) (#&)
a)  (Continued) a) (&)
i)  Fair value of share options and assumptions i) FEBREZ A FERER
The fair value of services received in return for share ERERLERERRZ
options granted is measured by reference to the fair EWBRE 2 AFETZ
value of share options granted. The estimate of the fair ZRRERE L AT ER
value of the share options granted is measured based on 2o FIEEREZGETA
Binomial Model. The contractual life of the share option FEAE —E K EE S
is used as an input into this model. 2 BREFEZENF
ATy AR HE 2 B 8 A B8
% e
Fair value of share options and assumptions IBIREZ N FERER
Fair value at measurement date RETEAHZATE HK$0.14
Share price & (B HK$0.32
Exercise price 1TfEE HK$0.32
Expected volatility (expressed as weighted TEEDR 18 (LA ZIE S A PR A
average volatility used in the modelling INEF IR IES R )
under Binomial Model) 52%
Option life (expressed as weighted average life used — BEMRHESEA (AN B AR FTER A
in the modelling under the Binominal Model) IR FERTIR) 5 years
Expected dividends TEHARR B K Nil = %
Risk-free interest rate (based on Exchange £ [ B )
Fund Notes) 0.68%

The expected volatility is based on the historic volatility
(calculated based on the weighted average remaining life
of the share options), adjusted for any expected changes
to future volatility based on publicly available information.
Expected dividends are based on historical dividends.
Changes in the subjective input assumptions could
materially affect the fair value estimate.

In the opinion of the directors of the Company, these
share options were granted to the consultants for
rendering miscellaneous services to the Group, including
but not limited to consultancy services in respect of
identification of potential investment opportunities and
lining-up business connections for the Group. The Group
granted share options to them for recognising their
efforts. Since their services are such unique that the fair
value cannot be reliably measured, the services received
are measured by reference to the fair value of share
options granted.

The Group recognised the total expense of
approximately RMB19,916,000 during the year ended
31 December 2016 in relation to share options granted
by the Company.

T HAIR 08 TYAR $R R SE KR
(IREBFBA IR ORISR
FHAE)FE  XRER
5 AJ R ot R 2RO R
AR - RHRE X
TIRBBERSRE - £
Bma A\ BIRRRESHK
BHAFEAGTELEEAN

=488
=

KRBEERE  Z5H
RAET LM A LB RS
BRB MR T H R
BB R B H 5 E
REWBER RS LA
AREEBEERBBE - XN
R B A 180 S5 4% B B v DA
BRI RENE T - HRH
FRENRBEEBEM
BORR M EREANF
B BAERNRE 2
ZEREHBREZ N FE

HE -

AREBRREE_T—N
F+-A=+—RLEE
B A B R A B AR
FRANBAIHOARS
19,916,000 7T °



Notes to the Financial Statements

I IE AR MIEE

For the year ended 31 December 2017 HZ T —+F+_-_B=+—HIIFE

32. EQUITY SETTLED SHAE-BASED TRANSACTIONS
(Continued)

b)

Pursuant to the ordinary resolution passed on 16 June 2017,
the Company adopted another share option scheme (the
“New Share Option Scheme”) for, among others, the senior
management and employees, which serves as incentives or
rewards to attract, retain and motivate staff. The New Share
Option Scheme will remain valid for a period of 10 years
commencing on 21 June 2017 (save that the Company, by
ordinary resolution in general meeting or the Board may at
any time terminate the operation of the New Share Option
Scheme). Under the New Share Option Scheme, the Board
may grant options to all full-time employees, directors
(including independent nonexecutive directors) and part-
time employees with weekly working hours of 10 hours and
above, of the Group, substantial shareholders of each member
of the Group, associates of the directors and substantial
shareholders of any member of the Group, trustee of any trust
pre-approved by the Board, and any advisor (professional or
otherwise) or consultant, distributor, supplier, agent, customer,
joint venture partner, service provider of the Group whom the
Board considers, at its sole discretion, has contributed or
contributes to the Group.

The total number of shares in respect of which options may
be granted under the New Share Option Scheme is not
permitted to exceed 10% of the shares of the Company in
issue on the date of adoption of the New Share Option Scheme
(namely, 238,877,250 shares, representing approximately
8.14% of the Company’s issued shares as at the date of this
annual report), without prior approval from the Company’s
shareholders. The maximum number of shares which may be
issued upon exercise of all outstanding options granted and
yet to be exercised under the New Share Option Scheme or
any other share option scheme of the Company shall not in
aggregate exceed 30% of the shares of the Company in issue
from time to time. No option may be granted under the New
Share Option Scheme if such limit is exceeded. The number
of shares issued and to be issued in respect of which options
granted and to be granted to any individual in any 12-month
period is not permitted to exceed 1% of the shares of the
Company in issue at the date of grant, without prior approval
from the Company’s shareholders. The grant of share options
to a Director, chief executive or substantial shareholder of the
Company or any of their respective associates requires the
approval of the independent non-executive directors (excluding
an independent non-executive Director who is the grantee of
the share options). Options granted in any 12-month period to
a substantial shareholder of the Company or an independent
non-executive Director or any of their respective associates
representing in aggregate more than 0.1% of the Company’s
shares in issue at the date of grant or with an aggregate value
in excess of HK$5,000,000 must be approved in advance by
the Company’s shareholders.
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32. EQUITY SETTLED SHAE-BASED TRANSACTIONS
(Continued)

b)

(Continued)

Upon acceptance of the share option, the grantee shall pay
HK$1.00 to the Company by way of consideration for the grant.
A share option may be exercised in accordance with the terms
of the New Share Option Scheme at any time during the period
to be determined and notified by the Board to each grantee,
provided that such period of time shall not be more than ten
years from the date of grant. The New Share Option Scheme
does not specify a minimum period for which a share option
must be held nor a performance target which must be achieved
before a share option can be exercised. However, the Board
may, at its sole discretion, determine such terms and impose
such other restrictions on the grant of a share option. The
exercise price is determined by the directors of the Company,
and will not be less than the highest of (i) the closing price of the
Company’s shares on the offer date which must be a business
day, (i) the average closing price of the Company’s shares for
the five business days immediately preceding the offer date;
and (i) the nominal value of the Company’s shares.

During the year ended 31 December 2017, no share options
were granted by the Company pursuant to the New Share
Option Scheme.

33. CAPITAL COMMITMENTS

Capital commitments outstanding at 31 December 2017 and 2016
not provided for in the financial statements were as follows:

Contracted for BEL
Acquisition of intangible assets Whgmp AR

Share of capital commitment

in the associate

TRBS N B ANANE 2 (DR
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OPERATING LEASE COMMITMENTS

The Group as lessee
At 31 December 2017, the total future minimum lease payments
under non-cancellable operating leases are payable as follows:

Within 1 year
After 1 year but within 5 years

—FR
—FRERFA

The Group leases office premises under operating leases. The leases
typically run for an initial period of two to three years with an option to
renew the lease when all terms are renegotiated. None of the leases
includes contingent rentals.

Significant leasing arrangements in respect of land under operating
leases are described in note 17.

EMPLOYEE RETIREMENT BENEFITS

Defined contribution scheme

The Group operates a Mandatory Provident Fund Scheme (“the MPF
scheme”) under the Hong Kong Mandatory Provident Fund Schemes
Ordinance for employees employed under the jurisdiction of the
Hong Kong Employment Ordinance. The MPF scheme is a defined
contribution retirement plan administered by independent trustees.
Under the MPF scheme, the employer and its employees are each
required to make contributions to the plan at 5% of the employees’
relevant income, subject to a cap of monthly relevant income of
HK$30,000. Contributions to the plan vest immediately.

The Group also participates in a state-managed scheme. The
employees of the Group’s subsidiaries in the PRC are members
of a state-managed retirement benefits scheme operated by the
government of the PRC. The PRC subsidiaries are required to
contribute a specified percentage of their payroll to the retirement
benefits scheme to fund the benefits. The only obligation of the
Group with respect to the retirement benefits scheme is to make the
specified contributions.
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36.

MATERIAL RELATED PARTY TRANSACTIONS

a)

b)

c)

In addition to the transactions and balances disclosed
elsewhere in these financial statements, the Group entered into
the following significant related party transactions, and had
balances due to related parties in trade and other payables as
at the end of the reporting period.

36. EABEALRS

a) BRZEMBIMEREMUTT HE
ZR PRI REBFTILT
FIERBEALRS  ARRE
B & 5 F& 5 5008 R EL A 5 5K 0R
HENRBIEALARMT

Balance as at 31 Balance as at 31

Transactions for the year December 2017 December 2016
ended 31 December Trade payables Trade payables
Relationship with Nature of HETZA=1-BLEEZRS  RZZ-tEfZB WZE-~Ef+ZA
Name of related party related party transaction 2017 2016 =t-B&R =t-R&H
BEALZR HEEALHEE RAHE “E-tE ZTE ESENFE EARNTA
RMB'000 RMB'000 RMB'000 RMB'000
AR®T T ARETT NS ARETTL
Fuzhou Hongyu A company controlled Purchase of - 1,097 - -
by Mr. Lin Ou Wen? packaging materials
BNZET B EEaENE
BHEAR"
© Mr. Lin Ou Wen is the former chief executive officer and a former ¢ LINES @V NG [ ol € E =4

director of the Company.

As at 31 December 2016, included in other receivables was
amount due from a related party of RMB2,540,000. The related
party is the key management personnel of a subsidiary of the
Group. The amount due was fully impaired during the year
ended 31 December 2017.

Key management personnel remuneration

Remuneration for key management personnel of the Group,
representing amounts paid to the Company’s directors as
disclosed in note 11 is as follows:

Salaries and other short-term Fe REMBHESET
employee benefits
Post-employment benefits i e g =

RES -

b) R=FE—X"F+=-—A=+—8"
REMERZRP 2 EREEAL
A AR 540,0007T © BLETEA
TAREETRARZEEETEA
8 BRREREBEE-_T—LF
T+ A=t BRI EERERE -

c) EEEEASHM
REEOEEEIRASFHM (A0
MiEE 11 TR BRI T ARRIE

EZEFE)WT
2017 2016
—E—+tF ZE—RF
RMB’000 RMB’000
ARETT ARETT
1,179 2,793

= 133

1,179 2,926
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BUSINESS COMBINATION

On 9 December 2015, Fujian Sanai, an indirect wholly-owned
subsidiary of the Company, entered into an agreement (“Share
Transfer Agreement”) with two independent third parties, namely
Mr. Lin Wei Yan and Mr. Chen Zi Xian (the “Vendors”), in which each
of them owned 50% of equity interest in Fujian Liumai. Pursuant to
the Share Transfer Agreement, the Vendors conditionally agreed
to sell 100% equity interests in Fujian Liumai at a consideration of
HK$145,000,000 (equivalent to approximately RMB124,304,000)
(the “Acquisition”), in which HK$65,000,000 (equivalent to
approximately RMB52,875,000) shall be settled by allotting and
issuing 171,000,000 consideration shares at the issue price of
HK$0.38 each and the balance of HK$80,000,000 (equivalent to
approximately RMB71,429,000) shall be settled in cash.

The principal activities of Fujian Liumai are the sales of pharmaceutical
related software and provision of consultancy services. The directors
of the Company are of the opinion that through the acquisition, the
Group will be able to promote the products of the Group and enhance
the awareness of the products of the Group, to effectively facilitate the
expansion of the Group’s market share in the pharmaceutical industry
throughout the PRC, and to generate synergy in areas including
distribution channels for pharmaceutical products and the daily
operation and management of the Group.

Pursuant to the Share Transfer Agreement, the Vendors jointly
and severally undertake and guarantee that based on the financial
statements prepared in accordance with International Financial
Reporting Standards issued by the International Accounting
Standards Board, the total audited net profit after taxation of Fujian
Liumai arising from its ordinary course of business for the financial
year ended 31 December 2016 shall not be less than RMB8,000,000
(the “2016 Profit Guarantee”). Under the Share Transfer Agreement,
no adjustment shall be made to the consideration if Fujian Liumai
meets the 2016 Profit Guarantee. If the audited net profit of Fujian
Liumai is less than RMB8,000,000 but higher than RMB4,000,000,
the consideration of Fujian Liumai will be adjusted based on a price-
to-earnings ratio of 15 times on Fujian Liumai’s actual profit in year
2016, and the Vendors shall refund and pay to Fujian Sanai (or deduct
from the consideration balance) in cash the shortfall.

The potential undiscounted amount of all future payments that the
Group could be required to make under this arrangement is between
RMBO and RMB44,643,000.

The fair value of the contingent consideration arrangement is
RMB44,643,000 was estimated by applying the income approach
and based on the valuation performed by an independent
professional qualified valuer. The fair value estimates are based on
assumed profit of Fujian Liumai of RMB8,000,000. This is a level 3
fair value measurement. The key unobservable inputs of the valuation
were: (i) expected volatility of 53.7%; (i) risk free rate of 3.21% and
(iii) the estimated profits of Fujian Liumai. No change in fair value was
recognised in profit or loss during the year ended 31 December 2016.
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37. BUSINESS COMBINATION (Continued) 37. EBESH(E)
During the year ended 31 December 2015, a total of 171,000,000 BE_ZT—AF+-_A=+—HI#F

shares were issued by the Company as part payment of the
consideration. The fair value of consideration shares issued was
RMB52,875,000, which was determined using the published market
price at the date of issue.

& AR A)EE(TE 171,000,000 B f&
D ERREZESNF - EBITRE
B&1p 2 A FEA AR 52,875,000 7T -
TEREITE B BEMTISRESE °

The acquisition was completed on 16 December 2016.

WEERE_T—R"F+-A+RAZT

B o
a)  Assets acquired and liabilities recognised at the date of a) REKBEBHEWEEEMERER
acquisition: BE&:
Fair value
recognised on
acquisition
WEERER 2 AT E
RMB’000
ARETIT
Property, plant and equipment (note 16) ME - BE RERE (MiE16) 23
Intangible assets (note 18) mpEE (ME18) 3,984
Trade and other receivables B 5 FEWGRIE K H Ath FE U T8 4,780
Cash and cash equivalents RERRESEZEY 10,012
Other payables H i T RRIE (654)
Deferred tax liabilities (note 30(b)) RIET IR B & (T 30(b)) (996)
Total identifiable net assets at fair value BRAFEHREEFEERE 17,249
Goodwill arising on acquisition (note 19) WS EE A P & (FEE19) 107,055
124,304
b) Fair value of consideration transferred b) HR{EZAFE
RMB’000
ARETIT
Issue of consideration shares BITRERD 52,875
Cash consideration paid ENBEERE 26,786
Contingent consideration payable (note 28)  FE{ sk SAR(B (FI5E28) 44,643
124,304
Goodwill arising on the acquisition of Fujian Liumai was W tE IR E A 2 B IR B
attributable to the benefit of expected synergies in areas REBEERDIHRERAEEH
including distribution channels for pharmaceutical products BEERERSAYELTBRR

and the daily operation and management of the Group, revenue
growth and future market development of Fujian Liumai. These
benefits are not recognised separately from goodwill because
they do not meet the recognition criteria for identifiable
intangible assets.

None of the goodwill arising on these acquisitions is expected
to be deductible for tax purposes.

RIZUE - WasiE & RARESIRR
Riigs R 2 a o RZEAH
mABEERA BV EE 2R
fERfF - B % S M) o O S L R
DHER o

RS WEE LN BEHR T
HURBEIA
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BUSINESS COMBINATION (Continued) 37.
c) An analysis of cash flows in respect of the acquisition:
Cash and cash equivalents acquired EWERERIBEEEY
Less: Cash consideration paid W BENEBEERE
Net cash outflows on acquisition W IR & F R
d) Impact of the acquisition on the results of the Group

Notes to the Financial Statements

For the year ended 31 December 2017 HE —F

Included in the revenue and the loss of the Group for the
year ended 31 December 2016 is a revenue of approximately
RMB283,000 and a loss of approximately RMB119,000 from
Fujian Liumai since the date of completion of the acquisition.

Had the acquisition been effected on 1 January 2016,
the revenue and the loss of the Group for the year ended
31 December 2016 would have been RMB266,138,000
and RMB397,567,000 respectively. The directors of the
Company consider these ‘pro-forma’ numbers to represent
an approximate measure of the performance of the combined
group on an annualised basis and to provide a reference point
for comparison in future periods.

Acquisition-related costs amounting to approximately
RMB351,000 have been excluded from the consideration
transferred and have been recognised as an expense during
the year ended 31 December 2016, within the “administrative
expenses” line item in the consolidated statement of profit or
loss.

The receivables acquired (which principally comprised
trade receivables) in this transaction with a fair value
of RMB2,320,000 had gross contractual amount of
RMB2,320,000. The best estimate at acquisition date of the
contractual cash flows not expected to be collected is RMBNIil.

I IE AR MIEE

—tET = A= HIEEE

EBE0 (&)
c) HINIER BRI REDT

d)

RMB’000
ARETTT

10,012
(26,786)

(16,774)

W AREEEE 2 SE
AREBEHEZE-_ZE—XF+=A
=t+—HIEFEZBAREER
FERUREESER B SRR B RN
R E9 U A 49 A R & 283,000 7T K.
BEEH AR 119,000 7T °

WKBEEER_ZF—NF—
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—~NFE+ZRA= +—E¢¢
BEZRAREEED R ABA
R #266,138,0007T K& A R ¥
397,567,0007C © KRB EEHR
BILE [BE] BTHRAHERRKR
FEEETERBAZELS - AlE
BEKRHML BN EELE -
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38.

DISPOSAL OF A SUBSIDIARY

38. HE—EKHBARA

On 21 December 2017, the Group disposed of l@iEHE = F & Z 5 RZZE—tF+=ZA=+—H x&H
ARAF(F=E%2E 5") which engaged in marketing and sales HERBE=FEBEBEFARARA(=
of pharmaceutical products. = & & # & 5 did not carried out any BREES|) HXENFBEERE
business during the year. R HE o =B BREE BN E NI EE
TTETEERS -
2017
—E—+tF
RMB’000
AR¥ETT
Consideration received in cash BREBARE GRS RIRSEEY)
and cash equivalents =
Total consideration received BERRR(E =
Analysis of assets and liabilities over which ERAEHECEEREBEDN
control was lost
Current assets B EE
Other receivables B 5 FEWRIE & E A e IR IE 34
Amount due from group company YR E A RIFRIE 31,600
Non-current assets FETEBEE
Property, plant and equipment Y% - B KRR 6
Net assets disposed of BEHECZEEFE 31,640
Release of reserves upon disposal S R Rl R (786)
30,854
Gain on disposal of a subsidiary HE—BHBARz W&
Consideration receivable # FEUARAE -
Waiver of amount due to a subsidiary FEf— B A R IE 2 Rk 31,600
Net assets disposed of BEREZEEFE (31,640)
Release of reserves upon disposal S R R Bl (R 786
Gain on disposal oS e 746

The gain on disposal is included in the loss
for the year.

Net cash inflow on disposal of a subsidiary

Consideration received in cash and cash equivalents

HEKGEBENAFEBENA -

HENBLARBEE 2RERAFHE
BEWERRECRE MRS EEY) =

Less: Cash and cash equivalent balances disposed of )i : B HHEZHE RESZEY -

# The consideration receivable was RMB100.

' EURESAREI00TT
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COMPANY-LEVEL STATEMENT OF FINANCIAL POSITION 39. NEIEBEMBMRRE
2017 2016
—T—t5F —FNF
Note RMB’000 RMB’000
P aE ARET T ARET T
Non-current assets FERBEE
Investments in subsidiaries RHB AR ZIZE 76 214,861
Current assets RBEE
Other receivables H b fE YR IE 135,936 877,371
Financial assets at fair value BATEFAEBRLZ
through profit or loss SRLEE = 41,977
Cash and cash equivalents Be RIREZEEY 49,343 39,536
185,279 958,884
Current liabilities REAE
Other payables H A e 5R0E 2,476 2,351
Net current assets RBEEZE 182,803 956,533
Net assets BEFE 182,879 1,171,394
Capital and reserves ERXR#E 31(a)
Share capital sz 27,009 21,762
Reserves B 155,870 1,149,632
Total equity RS 182,879 1,171,394

SEREELXEEERAT « —E—LtEFERE 165
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40.

— = H = FIEFE

POSSIBLE IMPACT OF AMENDMENTS, NEW STANDARDS
AND INTERPRETATIONS ISSUED BUT NOT YET EFFECTIVE
FOR THE YEAR ENDED 31 DECEMBER 2017

Up to the date of issue of these financial statements, the HKICPA has
issued a number of amendments, new standards and interpretations
which are not yet effective for the year ended 31 December 2017 and
which have not been adopted in these financial statements. These
include the following which may be relevant to the Group.

HKFRS 9
HKFRS 15

HKFRS 16
HKFRS 17

HK (IFRIC)-Int 22
HK (IFRIC)-Int 23

Amendments to HKFRS 2

Amendments to HKFRS 4

Amendments to HKFRS 9

Amendments to HKFRS 10
and HKAS 28

Amendments to HKAS 40

Amendments to HKAS 28

Amendments to HKAS 28

Amendments to HKFRSs

Financial Instruments'

Revenue from Contracts with Customers
and the related Amendments’

Leases?

Insurance Contracts*

Foreign Currency Transactions and
Advance Consideration’

Uncertainty over Income Tax Treatments?

Classification and Measurement of
Share-based Payment Transactions'

Applying HKFRS 9 Financial Instruments with
HKFRS 4 Insurance Contracts'

Prepayment Features with Negative
Compensation®

Sale or Contribution of Assets between an
Investor and its Associate or Joint Venture®

Transfers of Investment Property’

As part of the Annual Improvements to
HKFRSs 2014-2016 Cycle'

Long-term Interests in Associates and
Joint Ventures?

Annual Improvements to HKFRSs
2015-2017 Cycle?

U Effective for annual periods beginning on or after 1 January 2018

2 Effective for annual periods beginning on or after 1 January 2019
S Effective for annual periods beginning on or after a date to be determined
. Effective for annual periods beginning on or after 1 January 2021
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40.

Notes to the Financial Statements

B R R R Y =

For the year ended 31 December 2017 HZE—T—+tF+_-_A=+—HIFE

POSSIBLE IMPACT OF AMENDMENTS, NEW STANDARDS
AND INTERPRETATIONS ISSUED BUT NOT YET EFFECTIVE
FOR THE YEAR ENDED 31 DECEMBER 2017 (Continued)

The Group is in the process of making an assessment of what the
impact of these amendments and new standards is expected to be
in the period of initial application. As the Group has not completed
its assessment, impacts may be identified in due course and will
be taken into consideration whether to adopt any of these new
requirements before their effective date and which transitional
approach to take, where there are alternative approaches allowed
under the new standards.

40.

HE-_Z—+tF+-A=+—Hi
FEECBAMERERNVIET » #HE
BIRRRBAREEE NS (E)

REE EFRZFER KR ERIR Y%A
R I BEH R - ARARE
WARTTARE R Y - ATBERNE E R
FE  WHEBNZEHRELERB
AR SRR E (T 5% 5 3R E ARG #TR]
ERFERTER BRRAARREE
K o

167



168

Five-Year Financial Summary

A FMBHE

RESULTS

Revenue
Cost of sales

Gross profit/(loss)
Other income
Net gain/(loss) on disposal of
land use rights and property,
plant and equipment
Distribution costs
Administrative expenses
Impairment loss on property,
plant and equipment
Impairment loss on land
use rights
Impairment loss on intangible asset
Impairment loss on goodwill
Impairment loss on due from
an associate
Impairment loss on investment in
an associate
Impairment loss on other receivable
Written off on property,
plant and equipment
Written off on inventory
Finance costs
Share of results
of an associate

(Loss)/profit before tax
Income tax

(Loss}/profit for the year

Attributable to:
Owners of the Company

Dividends paid

(Loss)/earnings per share
- Basic and diluted

Yz
HERA

E/(8)

Aty

HE LI RER
ESY T
REFha/ (BR)
DA

THER
HE G E S
RERE
THERERERR

R/ BEREER
BEHERR

el —FiB & N ASURE R
R-BRERARERERE
Hft B ERE

ER T 6
FEME

BITRRR
BlERERRRE

Kt (&) /g H
ikeo
ER(BR)/ &7

THIALREL :
AREHEAA

ERRRE

BR(HE)/ &
-BARREE

ASSETS AND LIABILITIES

Total assets
Total liabilities

Net assets

BEE
maf

BEFE

E S

Year ended 31 December
BET-A=+-BLEE

2013 2014 2015 2016 2017
—T—=fF —T-mE —T-RF —T-RE —E—tE
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
ARETT ARETTL AREFTT ARETT AR®ET T

532,34 549,625 555,652 263,025 62,534

(389,917) (431,601) (436,045) (245,062) (119,311)
142,424 118,024 119,607 17,963 (56,777)
2,094 1,846 1,978 14,196 1,803

- - 35,003 ! -

(84,875) (63,789) (44,112) (15,478) (4,739)

(47,048) (48,299) (52,660) (82,781) (39,528)

(10,419) (44,775) - (316,841) (683,326)

- (3,225) - (15,261) (27,558)

- - - - (3,121)

- - - - (107,055)

- - = - (89,915)

- - - - (4,795)

- - - - (2,540)

- - - (89,931) (66)

- - - (13,036) (4,544)
(127) (978) (2,241) 2,117) (12,695)
- - - (108) -
2,049 (41,196) 57,575 (603,398) (1,034,856)

(5,604) (2,839) (16,372) 107,140 (116,888)

(3,555) (44,029) 41,203 (396,258) (1,151,744)

(3,555) (44,029) 41,203 (396,258) (1,151,744)

RMB(0.2) cents RMB(2.6) cents RMB2.4 cents ~ RMB(20.0)cents ~ RMB(47.8) cents
ARE(0.25 ARE (265 ARE245 ARE (2005 AR¥@47.8)%
EERAE
As at 31 December
R+=RA=+—8

2013 2014 2015 2016 2017
—T-=% “TmE “ZT-nF —FRF b3
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
AREFT AREFT AREFT AREFT ARET T

1,610,072 1,584,042 1,694,932 1,388,287 531,052
(114,656) (132,655) (149,467) (149,870) (311,827)
1,495,416 1,451,387 1,545,465 1,238,417 219,225
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