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Founded in 2001, Sihuan Pharmaceutical Holdings Group Ltd. (“Sihuan
Pharmaceutical” or the “Company”), together with its subsidiaries (the
"Group”) is a pharmaceutical group with integrated research and
development ("R&D"), production and marketing and sales capabilities. It is
one of the largest suppliers of cardio-cerebral vascular (“CCV") prescription
drugs in China. Sihuan Pharmaceutical has an excellent and professional
marketing model, a nationwide distribution network, a diversified product
portfolio with great market potential, as well as strong R&D capability.

The Group continues to increase investment in R&D every year. Because of
the continuing efforts over the past decade, Sihuan Pharmaceutical has a
R&D platform with over 1,000 researchers conducting more than 110
pharmaceutical research projects. More than 300 patents on innovative drugs
have been granted and over 80 of them are overseas patent. The Group's
current pipeline projects cover key therapeutic areas including diabetes,
oncology, anti-infectives and non-alcoholic steatohepatitis, etc.
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BUSINESS REVIEW

Since the beginning of 2020, the pandemic of COVID-19 has been
spreading across the globe, had a great impact on the global economy
and changed the way people travel and live. During the pandemic, due
to the decrease in patient flow in hospitals, the performance of
prescription drug market at the hospital side declined to varying
degrees.

Nevertheless, during the current global crisis, the defensive nature of
the pharmaceutical industry has become prominent and it has become
the focus of attention and discussion. The pandemic has also promoted
the rapid development of online medical treatment, vaccines, oral
preparations of traditional Chinese medicine and other sub-sectors. We
believe that in the post-pandemic era, with further intensified national
policy support for the pharmaceutical industry, industry concentration
is expected to further increase, and the pharmaceutical sector deserves
continued attention.

In terms of recent policies, centralized procurement has been
normalized, and the varieties involved are expected to expand to
innovative drugs and medical consumables. These have supported
enterprises to gain further market share at lower prices, thus promoting
economies of scale. Traditional pharmaceutical enterprises have to
expand production capacity and plan the entire industrial chain
beginning from raw materials so as to enhance their competitiveness.
The types of medical insurance reimbursements have been actively
adjusted to include more therapeutic drugs including innovative drugs.
These policies, in conjunction with a series of other measures for
medical insurance cost control, are believed to continue to bring
challenges and opportunities to the industry.

Key Financial Performance — from Continuing
Operations

For the six months ended 30 June 2020 (the “Period”), the Group
recorded a revenue of approximately RMB1,054.5 million, representing
a year-on-year decrease of 36.4%. Profit attributable to owners of the
Company from continuing operations for the Period amounted to
approximately RMB170.5 million while loss attributable to owners of
the Company from continuing operations for the six months ended 30
June 2019 amounted to approximately RMB2,001.5 million, mainly due
to the recognition of impairment loss on goodwill in the last period.

SIHUAN PHARMACEUTICAL HOLDINGS GROUP LTD.

INTERIM REPORT 2020



B E R Mo

MANAGEMENT DISCUSSION AND ANALYSIS

HiW - EFHABARKE 7861 BETT
L= F R A 424% c EFRBH =
T NFRENN824% NBEEHR
K 745%  EFE TR EEHRER
ERETEm B ([ EMETER
PR BERIEERD  MZSEERHNF
/Fg’;gﬁrﬁ °

AEBRFEROIBMRL R
—ZEFXRAZTH HEFESHA
R#433608 &L - AEENAEER
Bt R (BMERBRARD R ER A
bR 2B D) B7.1% °

B - BRI A RABREE R L T
439%i,\’]/\ﬁv¥3927§%ﬁ 7

UL ZER37.2% ° B E BN
)\Eﬁ?ﬁﬁ%/ﬁ@]

—E-NFEABRMNEMREEER
Bk UARBEZ MM BEIRER B %
(TERBRES]) AR BREITE
mEENERBRAS(ERBERE
B 1)t - BAREE R EAERTZK
BAEHEET -

HA - LB I B E R A s B B R
580% HANRBEC096H BT 1.5$
WU ZEH57.8% » HER D T
m%:aéfhﬁtﬂﬁéﬁﬁﬁ’]é%ﬁ%ﬁh
iuuﬁf?}iﬁ@l FE 0B I B 2E i B U
A KIBIE A1146% 2 4 AR
AA0B BT A EEBAKEH
422%  BANEHE R INFEFEHNE R

HREREhEEREE -

For the Period, gross profit was approximately RMB786.1 million,
representing a year-on-year decrease of 42.4%. Gross profit margin
decreased from 82.4% for the first half of 2019 to 74.5% for the Period.
The lower gross profit margin was due to a decrease in sales of drugs
which had better profit margins but were captured in the Key
Monitoring Drug List (‘KMDL") during the Period.

The Group maintained strong financial position and has recorded net
cash of approximately RMB4,336.0 million as at 30 June 2020. The
Group's debt-to-equity ratio, expressed as a percentage of borrowings
over equity attributable to owners of the Company, was 7.1%.

During the Period, expenditure for R&D and related activities increased
by 43.9% to approximately RMB392.7 million, representing 37.2% of the
total revenue of the Group. This was mainly because of more efforts in
R&D activities.

The promulgation of the KMDL in July 2019 and the subsequent
adjustment of National Reimbursement Drug List (“NRDL") with
removal of key monitoring drugs from the Provincial Reimbursement
Drug List ("PRDL") have put extreme pressure on the sales of several
major products of the Group.

During the Period, revenue from CCV products decreased by 58.0%
year-on-year to approximately RMB609.6 million, accounting for 57.8%
of the Group's total revenue. The sales decline was mainly due to the
KMDL announced in July 2019. Revenue from non-CCV products
significantly increased by 114.6% to approximately RMB444.9 million,
accounting for 42.2% of the Group’s total revenue. This sales growth
was mainly attributable to an increase in hospital coverage of growth-
stage products during the Period.
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Oudimei/Aofutai/Weitong/Jielixin
(Cerebroside-kinin injection)

Nicotinamide injection

Yuanzhijiu/Xingwei/Xinyintong
(Troxerutin and cerebroprotein
hydrolysate injection)

Mainuokang (Floium ginkgo extract
and tertram ethypyrazine sodium
chloride injection)

Yeduojia (Compound trivitamin B(ll)
for injection)

Wei" Ao (Salvia miltiorrhiza and
ligustrazine hydrochloride
injection)

Aogan/Xiangtong (GM1 injection)

Kelinao/Anjieli (Cinepazide maleate

WX@#%/EEETJL/&) injection)
WHEEWKE (BIPIHE  Yikangning/Yimaining (Alprostadil
BRFLIE5T &) lipid emulsion injection)
H B (JSEHKEEY)) Qu'ao (Cerebroprotein hydrolysate)
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2020
ARETT
RMB’000

154,296
116,153

91,113

58,104

54,360

51,787

35,681

10,627

9,485
7,339

—T-hF
2019
ARETFT
RMB000

517,684
40,441

311,842

29,319

39,564

161,505

92,776

152,732

63,879
11,958

Bl
Year-on-year
change

(70.2%)
187.2%

(70.8%)

98.2%

37.4%

(67.9%)

(61.5%)

(93.0%)

(85.2%)
(38.6%)
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hydrochloride for injection)
Shucheng (Nicotinic acid injection)
Diprophylline for injection
Ren'ao (Oxcarbazepine)
Azithromycin capsules (Wei'aoqi)

injection)

Xinnuoao (Clindamycin hydrochloride

Revenue of Key Non-CCV Products
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Six months ended 30 June
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2020 2019 Eilid-¥3)
ARMFRT  ARKTIT Year-on-year
RMB’000 RMB'000 change
89,335 37,640 137.3%
69,798 62,720 11.3%
56,862 26,297 116.2%
22,177 8,444 162.6%
18,791 9,187 104.5%
7,857 - -
4,381 7,887 (44.5%)

Risks and Uncertainties

The following risks and uncertainties may affect the results and
business operations of the Group. There may be other risks and
uncertainties in addition to those shown below which are not known
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to the Group or which may not be material now but could turn out to
be material in the future.

DRUG APPROVAL PROCESS

The actual timing of the market launch of the Group’s products
under R&D could vary significantly from the Group'’s estimates
due to various factors including delays or failures in our pre-
clinical studies or clinical trials, the lengthy approval process and
the uncertainties in the outcome of the regulatory approval
process. If any of the approvals in relation to the Group’s
products is delayed or not obtained, this could adversely affect
the timing of the market launch of the Group’s products.

RESULTS OF DRUG TENDERS

The Group's revenue and profitability depend on the Group's
ability to win in the drug tender of each province or region in
China for the Group’s products at a desirable tender price. If the
Group's products fail to win the tenders or the new tender prices
are significantly reduced, the market share, revenue and
profitability of the products concerned could be adversely
affected.
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COMPLIANCE WITH CERTAIN PRC ENVIRONMENTAL AND
SAFETY REGULATIONS

The Group is subject to PRC laws, rules and regulations
concerning environmental and safety protection, including
those in relation to the discharge of gaseous waste, liquid waste
and solid waste, noise pollution and the safety of the workers
during the manufacturing process. Any violation of these laws,
rules or regulations may result in substantial fines, criminal
sanctions, revocation of operating permits, shutdown of the
Group's production facilities and obligations to take corrective
measures. In addition to the above, the PRC government may
amend such laws, rules and regulations to impose a more
stringent standard.

EXCLUSION OF PRODUCTS FROM CERTAIN PRC MEDICAL
REIMBURSEMENT LIST

Drugs listed in the NRDL or the PRDL are reviewed and updated
from time to time. There is no assurance that the Group's
products will be or continue to be listed in the above lists. If any
of the Group's products are being removed from the above lists,
the sales of the products concerned could be adversely affected.

MAIN STRATEGIES

1.

Focus: Focusing on core businesses and key therapeutic areas
to enhance the Group’s market competitiveness and market
share.

Change: Intensifying the Group's organizational change, R&D

change and change in the Group's talent incentive program.

Social Responsibility: Taking the initiative to fulfill social
responsibility and creating social and economic benefits.

SIHUAN PHARMACEUTICAL HOLDINGS GROUP LTD.

INTERIM REPORT 2020
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Focus:

FOCUSING ON CORE BUSINESS — PHARMACEUTICAL
SECTOR

"Dedicated in becoming the most competitive
international pharmaceutical enterprise” is the Group’s
corporate vision and direction of efforts. The Group will
arrange investment and prioritize work in R&D, production
and marketing of pharmaceutical products, and will focus
on the pharmaceutical sector and gradually divert from
other non-core businesses. During the Period, upon the
approval of the independent shareholders of the
Company, the Group disposed of certain assets which
operated non-core businesses of the Group (the
"Disposal”), and paid special dividend to shareholders of
the Company. The reasons for the Disposal were:

1. Streamline and focus on core business

Recent regulatory changes in the PRC
pharmaceutical industry led to considerable
changes in the industry landscape. For instance, the
promulgation of the National Catalog of the First
Batch of Drugs under Close Monitoring of Rational
Drug Use (for Chemical Medicines and Biological
Products) (B —Ht IR E R B X S IR A S % m B
BREE M (L BE R AR an)) in July 2019 brought
an impact on prescription and procurement
patterns. In light of these changes, the Group
intends to define its business positioning in a clearer
way, by streamlining the core business of the Group
and focusing resources into the strategic
development of the Group's core business.
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Uncertainties of the disposed companies

Some of the disposed companies are currently in an
early stage of development, while most of them
were loss making. The Group is of the view that
these disposed companies would require further
injection of substantial financial resources for an
extended period of time before they could evolve
into commercially viable business operations. Some
of the disposed companies are also affected by the
regulatory changes in the PRC pharmaceutical
industry and the resulting changes in the industry
landscape, which add uncertainties to their
respective developments.

Low synergy with the core business

There are also disposed companies in which the
Group did not have a controlling interest. While
some of them are profit making, the Group is of the
view that the businesses of these disposed
companies demonstrate relatively low synergy with
the core business activities of the Group.

Strengthen operation and financial position

Since the disposed companies are engaged in non-
core business activities of the Group and do not
complement the further development of the Group
as a whole, the Disposal would allow the Group to
re-allocate the management and financial resources
to strengthen the operation and financial position
of the Group.
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(1)

FOCUSING ON KEY THERAPEUTIC AREAS TO
ENHANCE THE GROUP'S MARKET COMPETITIVENESS
AND MARKET SHARE

1.  Strengthening the CCV sector

(1) Enhancing traditional strength in the stroke
treatment product line:

The Group takes cinepazide maleate as the
stronghold product and increases efforts in sales
and marketing of nicotinamide injection, floium
ginkgo extract and tertram ethypyrazine, nicotinic
acid injection, citicoline sodium, aceglutamide and
other products, supplemented with out-of-pocket
sales model for cerebroside-kinin, troxerutin and
cerebroproptein hydrolysate and other products, to
re-formulate the best product portfolio in
accordance with relevant national policies on
rational drug use, healthcare insurance and other
aspects.
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Enriching product lines for vascular dementia,
epilepsy and other neurological diseases:

Rivastigmine hydrogen tartrate capsule, which has
been granted production approval, is used for the
treatment of mild to moderate Alzheimer's
dementia. As the number of patients with such kind
of dementia is increasing with an aging society and
there is lack of effective medicines, it will be a
market with huge potential. In respect of products
for treatment of epilepsy, together with
oxcarbazepine tablet, which has been launched,
and levetiracetam tablet which has been granted
production approval and will be launched soon, as
well as midazolam oromucosal solution and
eslicarbazepine tablet which have also been
granted registration approval, are expected to
create synergy and provide epilepsy patients with
more better treatment options. Midazolam
oromucosal solution is also effective for febrile
seizures. Compared with other formulations, it is
convenient to administer and has a fast onset of
effect, and can also be used for out-of-hospital and
home emergency first-aid treatment. It is expected
to greatly fill the existing market gaps after launch
and will provide a safe and effective new treatment
option for infants, children and adolescents at
home.
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Adapting to national policies and emphasizing
on major diseases and chronic diseases

The Group has been adapting to national policies
and seeking to build a stronger presence in the
oncology sector in combining innovative drugs and
generic drugs. The Group has also started
innovation and R&D of oncology drugs earlier. The
Group currently has CDK4/6 product undergoing
clinical trials as well as other oncology drugs in
Phase | clinical and pre-clinical stage. Meanwhile,
the Group has also set up more than 10 projects for
oncology generic drugs to accelerate the
enrichment of oncology product pipelines and
product launches.

Planning for the area of anti-infective drugs
with “product segmentation” strategy

The area of anti-infective drugs is a leading
prescription drug market and a highly competitive
“red sea” market. The Group's planning for products
in this sector focuses on “product segmentation”
and strengthening product competitiveness.
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In 2019, the Group was granted registration
approvals for the non-PVC solid-liquid
double-chamber bags product series
(cefuroxime, ceftazidime, cefodizime), and
was the first and only enterprise in the PRC to
obtain such infusion drug products’ approvals
for registration. New investors made capital
injection into Beijing Ruiye Drugs
Manufacture Co., Ltd. ("Beijing Ruiye”),
because of their recognition of the double-
chamber business of Beijing Ruiye, which is
an associate of the Group;

The Group acquired all interests and
intellectual property rights of a “super”
antibiotic — plazomicin, a new generation of
aminoglycoside antibiotics, in the Greater
China Region. In addition, for the self-
developed carbapenem antibiotic,
benapenem, Phase Il clinical studies will be
completed soon and Phase Il clinical trial will
be initiated;

Azithromycin capsule of the Group was
selected in the second round of the National
Centralized Drug Procurement. It ranked
second in the selection for supplying no less
than 30 million capsules to 8 provinces,
namely Jiangsu, Shandong, Fujian, Liaoning,
Heilongjiang, Gansu, Guangxi and Tibet. This
will expand the Group’s business in the
antibiotics market and will capture a larger
market share in the sector;
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Breakthroughs in major infectious diseases.
Regarding some major life-threatening
infectious diseases, the Group has actively
planned to diversify its anti-viral product line
through various means including joint R&D,
acquisition and joint ventures. For example,
favipiravir tablet co-developed with the
Institute of Microbiology Epidemiology of the
Academy of Military Medical Sciences of the
People's Liberation Army of the PRC in
treating COVID-19, reached a framework
cooperation agreement in the
pharmaceutical manufacturing area with
Hetero Labs Limited (“Hetero”) from India, and
independent R&D project for oseltamivir, etc,
and

In the existing therapeutic areas such as
digestive and liver diseases, our product lines
have also been further enriched and
strengthened, including the inclusion of
Huineng, which is available on the market, in
the NRDL, and the upcoming resumption of
production and sales of octreotide.
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(1

ENHANCING EVIDENCE-BASED MEDICAL RESEARCH
FOR KEY MONITORING PRODUCTS AND EXPANDING
OUT-OF- POCKET DRUG MARKET

The promulgation of the KMDL in July 2019 and the
subsequent NRDL with removal of key monitoring drugs
from the PRDL have put extreme pressure on the sales of
several major products of the Group. While adjusting and
enriching its product lines, the Group has taken measures
such as strengthening evidence-based medicine research,
enhancing development in the low-end market and
expanding out-of-pocket market for key products such as
cinepazide maleate to actively promote clinical rational
drug use.

1. Re-establishing the market position of
cinepazide maleate
The Group has completed a large-scale clinical
verification research for cinepazide maleate
injection (Brand name: Kelinao) for the treatment of
acute ischemic stroke, with 1,301 patients recruited.
The results showed that the product can effectively
improve prognosis and reduce the disability rate of
stroke patients. A research conclusion meeting was
held in April 2019 under the presidency of Professor
Cui Liying from Peking Union Medical College
Hospital, the leader unit of the research team, and
the review materials were submitted to the Center
for Drug Evaluation ("CDE") in October 2019. The
review is currently in the final stage. The principal
findings of the studies have been published in BMC
Neurology in July 2020. BMC Neurology is a journal
of neurology under the BMC Group, one of the top
10 international journal groups. It mainly reports on
the latest research progress in the field of neurology
around the world. The article was published only 6
months after its submission. The publication of the
result of the studies in the international SCI journal
proves that international peer experts highly
recognize and value the findings of the result, which
is expected to become a reference for the
guidelines for diagnosis and treatment of stroke. As
a result, on the basis of such precise evidence-based
verification, the Group has reasons to believe that,
after being approved by the CDE, Kelinao will
restore its market leadership.
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Accelerating the generation of evidence-based
verification for growth-stage products to
support their market access and academic
promotions

The Group has been actively promoting the medical
work of growth-stage products such as roxatidine,
Huineng and floium ginkgo extract and tertram
ethypyrazine, and cooperating with top hospitals
and research institutes in the PRC, such as Tiantan
Hospital, the Institute of Medicinal Plant
Development Affiliated with the Chinese Academy
of Medical Sciences and the Institute of Materia
Medica of Peking Union Medical College, to carry
out preclinical experimental research and clinica
research to clarify product pharmacodynamics,
mechanism of action, clinical effectiveness and
safety. At present, we have completed the acute
toxicity, hemolysis, allergy and irritation tests of
Huineng with the Chinese Medicine Pharmacology
Laboratory of the State Administration of Traditional
Chinese Medicine of China Medical University,
which proved the safety of the products. At the
same time, we have carried out the
pharmacodynamics research of application of
Huineng for acute liver injury, chronic liver injury,
and drug-induced liver injury with the Institute of
Medicine, Chinese Academy of Medical Sciences.
Currently, the research on acute liver injury has been
completed and the results of it were published in
the journal Eur J Pharmacol in June 2020. Studies
have proved that Huineng can improve liver
function through the dual effects of anti-
inflammatory and antioxidant; and proved that the
ratio of monoammonium glycyrrhizinate to cysteine
hydrochloride to produce the best therapeutic
effect to be 2:1. At the same time, a real-world study
on the safety of children’s medication was carried
out, and the results of which have also been
submitted to the China Modern Doctor for
publication. The Pharmaceutical Economic
Evaluation of Huineng in respect of Improvement of
Liver Function Abnormalities in Patients with Viral
Hepatitis was also published in the China Journal of
Pharmaceutical Economics during the Period



SRE

AT

MANAGEMENT DISCUSSION AND ANALYSIS

18

SIHUAN PHARMACEUTICAL HOLDINGS GROUP LTD.

Bns —Eg &R
ERBS BB
TR TES A
m - 38 HCR R
BUARETSHS
SEEZMRE BFH
TE%WﬁAH
Wy £ Hp [ B8 22 R}
’““ﬂﬂﬁ%ﬁﬂﬁ
FFARTISS S
P R I B E R 1B 1S
EA | BERER 5T
ZMREFEHLHE
KESERR + W AR R B
LE0 BRER R ) M EE
BRTNTHER-
“ESHEELZHNRE
nuuu?FFEJ/AE‘Z$T
EmElRATHE
B RAFBTHER o

BEEBEXRBXKXA
B,BBREERK
B -AERAE.
EomiEEEiE
BT
AEEEREBRES
Eﬁ?@;’fﬁﬁﬁ&/
BRI EEEE
Bl 2R ISR B A 2
EIREERRES
MERREKE . 518
REEETE A&
.yfléuua%ﬁ

% (& 7~ [F) s 18 B
WT’E% HE AL
REEEE) (K
rﬁk1<‘<@¢@¥¥%>>
Lo REEEE N
K E 1T B g
BEHE BEHmsH
A PR B2
BERABRIEES
THee

INTERIM REPORT 2020

Another example of growth-stage products, floium
ginkgo extract and tertam ethypyrazine, has also
completed studies for acute toxicity, hemolysis,
allergy, irritation and abnormal toxicity, which
proved the safety of the product. At the same time,
the basic research on “floium ginkgo extract and
tertam ethypyrazine's effect on cerebral ischemia-
reperfusion injury” was carried out with the Institute
of Medicinal Plant Development Affiliated with the
Chinese Academy of Medical Sciences. The main
part of the research has been completed and the
preliminary results were published in the journal
“Pharmacology and Clinics of Chinese Materia
Medica”. More evidence-based evidence will be
generated in the future to support the rational use
of the product in clinical practice and academic
promotion.

Adapting to policy changes and strengthening
academic promotions by promoting products
inclusion interpretation of clinical pathways,
rational drug use, and guideline consensus,
etc.

While improving its evidence-based research
system, the Group is proactively adapting to the
changing government policies by spearheading
products inclusion in interpretation of clinical
pathways and rational drug use guidelines, which
are in alignment with current government policies.
Multiple products of the Group have been
recommended for various indications in the
“Interpretation of Clinical Pathways” and the
“Interpretation of Clinical Pathway and Therapeutic
Drugs”, etc. The Group will continue to step up
academic promotions, and actively participate in
the promotion of rational drug use, expert
consensus and guidelines.
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Adjusting marketing strategy and refining
management of promotion focus of products
at different stages

Reinforcing existing mature products: such as
cerebroside-kinin, troxerutin and cerebroproptein
hydrolysate, the Group boosts the growth in the
scope of rational use of drugs through intensifying
the development of markets of hospitals that are
classified as Class Il or below and exploring new
models such as out-of-pocket drug market.

Increasing professional and academic promotion
and hospital coverage of growth-stage products:
such as Huineng, roxatidine, floium ginkgo extract
and tertram ethypyrazine, nicotinamide and
nicotinic acid, future growth prospects are positive
given the low market penetration rate at present. In
particular, through negotiation, Huineng was
included in the new NRDL in 2019, which has
provided ample room for its market development.
The Group increased its efforts in promotion of such
product in order to accelerate hospital coverage,
expand market share and alleviate pressure on the
growth of mature products.

Newly launched products: for new products such as
troxerutin and piracetam, the Group leverages on its
strong marketing and promotion system, refines
investment solicitation and holds professional and
academic meetings to gain recognition from
experts and tap into markets in an immediate
manner.
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Change

CHANGE IN ORGANIZATION

Advantageous businesses of each subsidiary are
determined according to its product advantages,
formulation advantages and talent advantages. Multiple
business units have been formed by integrating R&D,
production, clinical development and marketing.
Shortcomings of over-reliance of various subsidiaries on
the Group’s management have been eliminated as a result
of a change from the “aircraft carrier” model to a more
efficient "EMU” model, which facilitates more efficient
decision-making and integration of various functional
modules, thereby enhancing market competitiveness of
each business unit.

CHANGE IN R&D

The Group will re-determine the strategy, positioning and
organizational structure of Xuanzhu Innovative R&D
Center ("Xuanzhu") and Beijing Aohe Research Institute
("Aohe") in accordance with the new national drug review
policy and registration management measures based on
international and domestic market condition. Instead of
independent R&D approach in the past, the Group will
enhance the introduction of talents and technologies,
adopt various means and approaches such as joint
ventures, cooperation, introduction and integration to
accelerate product development and market launch. For
instance, subscription by investment funds under CMG-
SDIC Capital Co., Ltd. in Xuanzhu (Shijiazhuang)
Biopharmaceutical Co., Ltd., which is an innovative drug
R&D platform of the Group. The capital injection will
accelerate the innovative drugs R&D and aligns with the
Group's future strategies.

Following the above-mentioned series of change, as the
end of June 2020:
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Xuanzhu had 18 projects under research and 7 projects in
clinical trial stage. Over 600 patents applications have
been submitted, including 48 PCT international
application, 1 Paris Convention application, 2 submissions
for patents in the United States. 116 domestic patents
have been granted in the PRC and 66 overseas patents
have been granted.

Aohe had 103 projects under research and 42 projects are
undergoing review and approval process at CDE. 3
production approvals and 1 clinical approval have been
obtained.

CHANGE IN TALENT INCENTIVE PROGRAM

Corporate managers, core talents and key employees are
encouraged to participate in various business units to
arouse their sense of “partnership” and assuming
responsibility for product output, quality, profitability and
development goals of business units, in order to enhance
differentiated competitive advantages.

Functional departments of the Group are required to
follow new requirements of the management model to
streamline integration, reduce communication cost and
improve work efficiency. Meanwhile, talent structure has
been optimized and core outstanding talents are given
equity incentives and other rewards to encourage self-
learning and improve their ability to “guide and serve”
others with “entrepreneur” mindset, and thus quickly
becoming all-round talents.
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Social Responsibility

TAKING THE INITIATIVE TO FULFILL SOCIAL
RESPONSIBILITY

Amidst the COVID-19 pandemic, the Group actively
performs its social responsibility and has overcome various
difficulties to commence clinical trials of favipiravir; actively
identifies possible effective products and reached a
framework cooperation agreement in the pharmaceutical
manufacturing area with Hetero from India; established an
emergency team of the Group for deployment of
materials, with a view to actively resume work and
production while carrying out pandemic prevention and
control and caring for each employee, and makes every
effort to achieve social and economic benefits for society,
enterprises and shareholders.

IMPROVING CORPORATE PROFITABILITY AND
CREATING BENEFITS

Under the premise of ensuring scientific arrangement and
quality, the Group will reduce its operating and
production costs, especially lay stress on the investment
and optimization of API, so as to enhance competitiveness
of future products and improve product profitability and
create greater benefits.
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FUTURE PROSPECTS

Looking forward, the Group will proceed steadily through
implementation of key strategies, such as focusing on core businesses
and integrated reform, against the backdrop of deepening reforms and
resource integration in the pharmaceutical industry in the PRC.

By leveraging the advantages of diversified product structure, actively
promoting growth-stage products through refined market
management, and strengthening pipeline layout and market
advantages in the fields of cardiovascular, cerebrovascular, tumor and
diabetes etc,, the Group aims to establish sustainable pharmaceutical
product lines.

The Group will embrace the policies and market trends, seize
opportunities brought by the policies, examine and determine the
directions for market development, focus on business synergy and
resource integration, accelerate the cultivation of new businesses, and
actively participate in industry competitions such as R&D of innovative
drug, R&D of biological product and mass procurement of generic
drugs.

The Group will adjust its business structure, encourage model
innovation, continue to enhance its core competitiveness, aspire to
become an integrator and innovator in the pharmaceutical industry in
the PRC, and create greater value in the booming era in the
pharmaceutical industry in the PRC.
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FINANCIAL REVIEW

Revenue

Under the influence of pharmaceutical policies and COVID-19 during
the Period, revenue of the Group for the Period has decreased by 36.4%
to approximately RMB1,054.5 million (six months ended 30 June 2019:
RMB1,657.6 million). Among it, income from sales of CCV drugs, which
contributed to 57.8% of total revenue, was approximately RMB609.6
million (six months ended 30 June 2019: RMB1,450.3 million). It has
significantly decreased by 58.0%, approximately RMB840.7 million,
whereas the remaining revenue from sales of non-CCV drugs has
sharply increased by 114.6% to approximately RMB444.9 million (six
months ended 30 June 2019: RMB207.3 million).

The decreased sales of CCV drug was mainly attributable to the drop in
patient flow in hospital during the COVID-19 pandemic and products
exclusion from PRDL and NRDL starting from the second half of last
year. For non-CCV drugs, due to strong sales platform, hospital
coverage of the drugs has sharply increased.

Cost of sales

Cost of sales of the Group for the Period amounted to approximately
RMB268.5 million (six months ended 30 June 2019: RMB292.1 million),
accounting for approximately 25.5% of the total revenue.

Gross profit

Gross profit for the Period amounted to approximately RMB786.1
million (six months ended 30 June 2019: RMB1,365.5 million). It
decreased by approximately RMB579.4 million. Overall gross profit
margin decreased from 82.4% for the last period to 74.5% for the
Period. The lower gross profit margin was resulted from decreased
sales of drugs which had better profit margins but were captured in
the KMDL during the Period.

Other gains - net

Other gains — net for the Period decreased by approximately RMB133.9
million to approximately RMB103.5 million (six months ended 30 June
2019: RMB237.4 million). It was mainly due to a decrease in government
grants compared with the last period.

SIHUAN PHARMACEUTICAL HOLDINGS GROUP LTD.

INTERIM REPORT 2020
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Impairment loss on goodwill

The Group performs impairment testing on goodwill annually or more
frequently if events or change in circumstances indicate that the
carrying amount may be impaired. During the Period, no impairment
of goodwill has been recognised (six months ended 30 June 2019:
RMB2,843.9 million).

Distribution expenses
Distribution expenses for the Period amounted to approximately
RMB136.5 million (six months ended 30 June 2019: RMB117.9 million).
The increase of approximately RMB18.6 million compared with the last
period was mainly due to continuing efforts in expanding and
developing the market share.

Administrative expenses

Administrative expenses for the Period have decreased by 4.5% to
approximately RMB212.2 million (six months ended 30 June 2019:
RMB222.3 million) as a result of a decrease in overheads and activities
of the Group.

R&D expenses

R&D expenses for the Period amounted to approximately RMB300.9
million (six months ended 30 June 2019: RMB233.6 million) which
represented an increase of 28.8%. It was mainly attributable to more
efforts in R&D activities.

Other expenses
Other expenses for the Period amounted to approximately RMB10.7
million (six months ended 30 June 2019: RMB5.3 million).

Profit before tax from continuing operations

Profit before tax from continuing operations of the Group for the
Period amounted to approximately RMB302.1 million (six months
ended 30 June 2019: RMB1,704.9 million of loss).

Income tax expense

Income tax expense of the Group for the Period decreased by 43.8% to
approximately RMB133.4 million (six months ended 30 June 2019:
RMB237.2 million). The significant decrease was mainly attributable to
lower profits generated compared with the last period.
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Loss for the Period from discontinued operations

Loss for the Period from discontinued operations amounted to
approximately RMB24.4 million (six months ended 30 June 2019:
RMB22.0 million). It was related to assets and liabilities of the disposal
groups classified as held-for-sale.

Profit for the Period

Due to the aforesaid, profit for the Period amounted to approximately
RMB144.3 million (six months ended 30 June 2019: RMB1,964.1 million
of loss).

Profit attributable to owners of the Company

Profit attributable to owners of the Company for the Period amounted
to approximately RMB150.0 million (six months ended 30 June 2019:
RMB2,019.9 million of loss). In the last period, the Group recognised
impairment loss on goodwill.

Loss attributable to non-controlling interests

Loss attributable to non-controlling interests for the Period amounted
to approximately RMB5.7 million (six months ended 30 June 2019:
RMB55.9 million of profit).

Liquidity and financial resources

The Group maintained strong financial position. As at 30 June 2020, the
Group's cash and cash equivalents amounted to approximately
RMB4,947.8 million (31 December 2019: RMB5,117.1 million). As at the
same date, bank borrowings of the Group amounted to approximately
RMB587.8 million (31 December 2019: Nil) and borrowings from non-
controlling shareholders of a subsidiary of the Group amounted to
approximately RMB24.0 million (31 December 2019: RMB9.0 million).
Accordingly, the Group maintained net cash of over approximately
RMB4,336.0 million (31 December 2019: RMB5,108.1 million).
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In general, the Group places its excess cash into interest-bearing bank
accounts. The Group may use extra cash for short-term investments for
higher returns. Thus, the Group has entered into agreements with
certain banks for surplus fund investment. According to the terms of
the agreements signed, the total amount of investment conducted by
the Group for the Period was approximately RMB6,776.9 million. The
investments made by the Group were short-term in nature and mainly
consisted of financial planning products purchased from certain state-
owned banks. At their discretion, issuing banks for the above-
mentioned financial planning products may invest in financial
instruments such as government bonds, discounted bank acceptance
bills and commercial acceptance bills and bank deposits. As at 30 June
2020, the Group recognised total financial assets at fair value through
profit or loss of approximately RMB420.9 million, comprising principal
of investment of approximately RMB419.0 million and approximately
RMB1.9 million of interest income, in the consolidated statement of
financial position. As at the date of this interim report, total amount of
sold/redeemed investment principal amounted to approximately
RMB191.1 million.

The Group had sufficient cash as at 30 June 2020. The Directors are of
the opinion that the Group does not have any significant capital risk.

»
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As at 30 June 2020, inventories amounted to approximately RMB439.7
million (31 December 2019: RMB409.6 million). The inventory turnover
period for the Period was 285 days (six months ended 30 June 2019:
205 days). The increase was attributable to more pharmaceutical
ingredients kept for internal production demand.
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Trade and other receivables

The Group's trade receivables and notes receivable include credit sales
of its products to be paid by its distributors. Other receivables of the
Group mainly consist of prepayments to suppliers and amounts due
from related parties. As at 30 June 2020, the Group's trade and other
receivables were approximately RMB694.2 million (31 December 2019:
RMB630.1 million). The increase is mainly due to an increased amount
due from associates.

Assets of disposal groups classified as held for sale/
liabilities directly associated with the assets
classified as held for sale

On 3 May 2020, Sun Moral International (HK) Limited (“Sun Moral”), a
wholly-owned subsidiary of the Company, entered into sale and
purchase agreements with connected parties to dispose of the disposal
groups which engage in, among other things, the sales of medical
appliances and research development services. As at 30 June 2020, the
Group classified the disposal groups as “Assets of disposal groups
classified as held for sale” and “liabilities directly associated with the
assets classified as held for sale”. For further details, please refer to the
announcement of the Company dated 3 May 2020.

Property, plant and equipment

The Group’s property, plant and equipment include buildings,
production and electronic equipment, vehicles and construction in
progress. As at 30 June 2020, the net book value of the property, plant
and equipment was approximately RMB2,823.0 million (31 December
2019: RMB2,731.0 million). The increase was mainly attributable to
expansion of existing factories and purchase of new equipment.

Goodwill

The Group's goodwill arose from the acquisition of subsidiaries. As at
30 June 2020, the net carrying amount of goodwill was approximately
RMB8.8 million (31 December 2019: Nil).

SIHUAN PHARMACEUTICAL HOLDINGS GROUP LTD.

INTERIM REPORT 2020



B E R Mo

MANAGEMENT DISCUSSION AND ANALYSIS

BEEE

AEBENEFEETEZERRERFH
& REFBRKA - TR EMRME
VAR A M B o IRAE RS AR AN I o
THEMAZETZENEE TERHN
HIEEEERFFAEMMEIEE - ¥
—E-_TEXNA=TRH BREEEF
EANARES 0BEBT(ZE— N
F+-_A=+—"H: AR®48008F

- —

&) °

B RHEMESIRR
TEBMNESREMEMNEREREEZSR
FRESEMNER - EfE: - B
TREMKRE - R-E-ZTEXA
=+H BH5REMEMEROBA
R0 1 B8 L(ZE—hF+=
A=+—H8: AR¥19058EET) °
AIRIEMTHARE10363BHETT
FTERHALMERBRERERN RS
HEREMAERIR SRS - E— 5
BEAARG B AT _TF
RAZHR-ZE-_ZFXAT+HEBHN
NREUMBHAB=-ZZTE-_ZTFHA
—+NHREK -

mAEE
MN-ZE-TFENA=+H NEHH
EAMNEAKABBE(ZE—NEF
+—A=+—H8:8&)-

BEEERIMNERERZH
R_B-BERA=1TH  FEEL
BRI IMEERBERIN LB SRSE
REAE =TT ERN R E ER M E
R AEBEYEEEMIFFESER
(BAKEREREIRBES K
SIHmSRARSERRERESE - i
SREHEEHE PR ERS) EE
Efa Al & s -

B ARAEIE
R-ZE-_ZTFXA=1+H KEEH
ERAERELHORARK60EBE
L TETERIEEEYE - BB &
HIUANEREE -

Intangible assets

The Group's intangible assets mainly comprise customer relationship,
deferred development costs, product development in progress and
trademark and software. The deferred development costs and product
development in progress mainly related to the acquisition of several
drug R&D projects and self-development of R&D projects. As at 30 June
2020, net intangible assets amounted to approximately RMB552.0
million (31 December 2019: RMB480.0 million).

Trade and other payables

The Group's trade and other payables mainly consist of trade payables,
deposit payables, accrued expenses and dividends payable. As at 30
June 2020, trade and other payables amounted to approximately
RMB2,942.1 million (31 December 2019: RMB1,905.8 million). The
significant increase of approximately RMB1,036.3 million was mainly
attributable to the special cash dividend payable announced and
approved at a special general meeting during the Period. For further
details, please refer to the Company’s announcements dated 3 May
2020 and 15 June 2020, respectively, and the circular dated 29 May
2020.

Contingent liabilities
As at 30 June 2020, the Group had no material contingent liabilities (31
December 2019: Nil).

Off-balance sheet commitments and arrangements
As at 30 June 2020, the Group had neither entered into any off-balance
sheet arrangements nor commitments to provide guarantees for any
payment obligations with any third party. The Group did not have any
variable interests in any unconsolidated entities which provide
financing or liquidity funding, or generate market risk or provide credit
support, or engage in the provision of leasing or hedging or R&D
services to the Group.

Capital commitment

As at 30 June 2020, the Group's total capital commitment was
approximately RMB386.0 million. It was mainly set aside for purchase of
property, plant and equipment and intangible assets.
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Credit risk
Credit risk arises from cash and cash equivalents, trade receivables,
wealth management products and other receivables.

All the cash equivalents and bank deposits are placed in certain PRC
reputable financial institutions and high-quality international financial
institutions outside Mainland China. All those irrevocable bank bills,
classified as notes receivable, are issued by banks in the PRC with high
credit rating. There was no recent history of default of cash equivalents
and bank deposits in relation to these financial institutions.

In relation to trade receivables, the Group has no significant
concentrations of credit risk and has policies in place to ensure that
certain cash advance has been received upon the agreement of the
related sales orders with customers. For those with credit periods
granted, the credit quality of the counterparties is assessed by taking
into account their financial position, credit history and other factors. It
also undertakes certain monitoring procedures to ensure that proper
follow-up action is taken to recover overdue debts. The Group regularly
performs ageing analysis, assesses credit risks and estimates the
recoverability of groups of trade receivables bearing similar credit risk
based on historical data and cash collection history.

Wealth management products are the bank financial products issued
by certain PRC reputable banking institutions. There was no recent
history of default and the executive Directors are of the opinion that
the credit risk related to the investments is low.

In relation to other receivables, the credit quality of the debtors is
assessed by taking into account their financial position, relationship
with the Group, credit history and other factors. Management will also
regularly review the recoverability of these other receivables and follow
up the disputes or amounts overdue, if any. The executive Directors are
of the opinion that the default by counterparties is low.

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

The Group's functional currency is RMB and financial instruments are
mainly denominated in RMB. The Group has small cash balances
denominated in United States Dollar or Euro and some cash balances
in HKS for dividend payment. It's expected that any fluctuation of these
foreign currencies’ exchange rates would not have material effect on
the operation of the Group. In addition, dividend payment in foreign
currencies converted from RMB is subject to foreign exchange rules
and regulations promulgated by the PRC government. The Group
would closely monitor this risk exposure from time to time.

During the Period, the Group did not purchase any foreign exchange,
interest rate derivative products or relevant hedging tools.

Treasury policy
The Group finances its ordinary operations mainly with internally
generated resources.

The principle objective of the Group's capital management is to sustain
its ability to continue as a going concern. The Group regularly reviews
its capital structure to ensure that the Group has sufficient financial
resources to support its business operations.

Capital expenditure

The Group's capital expenditure mainly includes purchase of property,
plant and equipment, prepaid land lease payments and intangible
assets. For the Period, the Group's capital expenditure amounted to
approximately RMB293.8 million, of which approximately RMB219.0
million and RMB74.8 million were spent on property, plant and
equipment and purchase or in-house development of intangible
assets, respectively. For the Period, the Group's investment in capital
expenditure for R&D amounted to approximately RMB96.8 million, of
which approximately RMB9.1 million was spent on property, plant and
equipment. The remaining approximately RMB87.7 million related to,
the purchase of, and self-development of intangible assets.
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Material acquisition and disposal

(@)  During the Period, the Group acquired 100% equity interests in
both Beijing Lianben Technology Development Co., Ltd and
Beijing Lianben Pharmaceutical Chemical Technology Co., Ltd
and 60% equity interest in Jilin Aotong Chemical Co., Ltd for a
total considerations of RMB63.3 million. For further details, please
refer to note 17 to the interim condensed consolidated financial
statements.

(b)  On 3 May 2020, Sun Moral entered into sale and purchase
agreements with connected parties. The Disposal was
announced by the Company on 3 May 2020, with a circular
published on 29 May 2020 and approved by the independent
shareholders of the Company on 15 June 2020, respectively. The
consideration of approximately HK$472.9 million (equivalent to
RMB425.4 million) has been received on 23 July 2020. For further
details, please refer to note 13 to the interim condensed
consolidated financial statements.

Pledge of assets

As at 30 June 2020, the Group pledged certain assets to secure banking
facilities granted to subsidiaries. For further details, please refer to note
8 to the interim condensed consolidated financial statements.

Events after the reporting period

On 21 August 2020, two investors, independent third parties, entered
into a subscription agreement with Xuanzhu (Shijiazhuang)
Biopharmaceutical Co., Ltd ("Xuanzhu Shijiazhuang”) (formerly known
as Xuanzhu (Hainan) Biopharmaceutical Co,, Ltd.), an indirect wholly-
owned subsidiary of the Company, to subscribe an aggregate of
18.60% equity interest in Xuanzhu Shijiazhuang for a total
consideration of RMB800.0 million (equivalent to approximately
HKS$897.2 million). For further details, please refer to the
announcements of the Company dated 23 August 2020 and 24 August
2020.
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Human resources and remuneration of employees
Talents are an indispensable asset to the Group’s success in a
competitive environment. The Group is committed to providing
competitive remuneration packages and regularly reviewing human
resources policies, to encourage employees to work towards
enhancing the value of the Company and promoting the sustainable
growth of the Company.

As at 30 June 2020, the Group had 3,851 employees. For the Period, the
Group’s total salary and related costs was approximately RMB309.5
million (six months ended 30 June 2019: RMB296.7 million).
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DIRECTORS’ AND CHIEF EXECUTIVE’S INTERESTS
AND SHORT POSITIONS IN SHARES, UNDERLYING
SHARES AND DEBENTURES

As at 30 June 2020, the Directors and chief executive of the Company had the
following interests and short positions in the shares of the Company
(“Shares”), underlying Shares and debentures of the Company or any
associated corporations (within the meaning of Part XV of the Securities and
Futures Ordinance (“SFO")) as recorded in the register required to be kept by
the Company under section 352 of the SFO or as otherwise notified to the
Company and The Stock Exchange of Hong Kong Limited (the “Stock
Exchange”) pursuant to the Model Code for Securities Transactions by

EBBMAELSRARAR (B 2 E.E Directors of Listed Issuers (the “Model Code”):
= &/ﬂ\’ =] ;ZD T
(i) EBSNAROTPHERS (i) Directors’ interests in Shares
RESAE AL
Approximate
BSR4 BEME/ 5% RAEE percentage of
Name of Director Nature of Interest/Capacity Total Number of Shares Shareholding
BEAFELE B iBaER 5950495699 f% (17 8) 6286% (17 &)
Dr. Che Fengsheng 800,000 % (§2) 7847661 B (A R) 0.08% (% &)
Interest of Spouse 5,950,495,699 Shares (L) 62.86% (L)
800,000 Shares (L) 7,847,661 Shares (S) 0.08% (5)
XFCA
3379917,225 % (1 &)
Trustee

3,379,917,225 Shares (L)

—BITB AT (Ftst)
2558830813 0% (17 2)
A concert party to an agreement (Note 1)

2,558,830,813 Shares (L)

H s (Ff1it2)
10947661 % (17 &)
7847661 % (&)
Other interest (Note 2)
10,947,661 Shares (L)
7847661 Shares (S)

34

INTERIM REPORT 2020

SIHUAN PHARMACEUTICAL HOLDINGS GROUP LTD.



E=pg

Name of Director

B
Dr. Guo Weicheng
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Dr. Zhang Jionglong
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RENE/ 56 RHO#E
Nature of Interest/Capacity Total Number of Shares
ESBEBA 5950495699 % (48
11,350,000 B (48 5,950,495,699 Shares (L)

Beneficial owner
11,350,000 Shares (L)

AR EZTANATEEREROREET
LA
1,580,884399 % (47 8)
Founder of a discretionary trust who can influence
how the trustee exercises his discretion
1,580,884,399 Shares (L)

—BITBA T (FEE3)
4358261300 % (5 8)
A concert party to an agreement (Note 3)
4,358,261,300 Shares (L)

iiEmEs 5950495699 f% (178 )
59,000 % (47 &) 5,950,495,699 Shares (L)
Interest of Spouse

59,000 Shares (L)

AR EZTEANATEERERNREET
A
255,582,886 1% (17 8)
Founder of a discretionary trust who can influence
how the trustee exercises his discretion
255,582,886 Shares (L)

- GEPNRC BT
5495913813 % (17 8)
A concert party to an agreement (Note 4)
5,495,913,813 Shares (L)

R EE R (M5s)

198,940,000 % (478)

Interest in a controlled corporation (Note 5)
198,940,000 Shares (L)

REMVEDI L

Approximate

percentage of

Shareholding

62.86% (1F &)
62.86% (1)

62.86% (1§ &)
62.86% (1)
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REZBFNBEIEPIFEN7R3181E =
IS B ERR AR D BB DA EE

Successmax Global Holdings Limited * Smart
Top Overseas Limited * Victory Faith
International Limited * 3 A7 #E %& 4 - Keen
Mate Limited 5 Mingyao Capital Limited # &
TR SR AR A3 M B e 7R £ 329,736,000 %

1,262498399/% + 134,747,0004% ~ 377,267,528
A& + 590003% * 198940000 3% % 255,582,886
ARAR AR R A A o

BN ESAE £ A E #Shuan
Management (PTC) Limited A £ S #E A K9
MERTAZ— BERANIITAR
AIFEA 110,947,661 IRER D (47 B) R A
R 7,847,661 BRIRDF B LR

RIEFEF R IERGIFE317 K 318{% » 3B
EWBEEWERNDBIRESAEE
Network Victory Limited * Proper Process
International Limited ~ Smart Top Overseas
Limited  Victory Faith International Limited *
Keen Mate Limited * Mingyao Capital Limited
RRMEEEEARANRERES
HEEE11,747,661 8% + 497,448,000 % -
2,882,469,2250%  134,747,0008% * 377,267,528
fi& ~ 198,940,000 % ~ 255,582,886 A% K2 59,000
RSt o e R o

RIEE S LB GDIFE317 K318 - K
B LR AR D BIBESAE

20 4 30 B8 A - Network Victory Limited
Proper Process International Limited ~ Smart
Top Overseas Limited * Victory Faith
International Limited [z Successmax Global
Holdings Limited % B # 2 S IR AR R A
T 3 #911,747,661 B% + 329,736,000A%
497,448,000 f% - 2,882,469,225 )%
134,747,000 % + 377,267,528 fx [
1,262,498,399 AR A7 HE A g2

o ) #E B8 A& & Keen Mate Limited 2 EBE
BITRANEREEBA - Bt - SRAWEE
%2 4 A 48 B A Keen Mate Limited 3575
#) 198,940,000 A i 1) 7 A #E 2 ©

FRILARESRZERDNTE
MmF &[] AR ESRZEMRM 0K

2
e

Notes:

Q)

Under sections 317 and 318 of the SFO, Dr. Che Fengsheng is deemed to be
interested in the 329,736,000 Shares, 1,262,498,399 Shares, 134,747,000 Shares,
377,267,528 Shares, 59,000 Shares, 198,940,000 Shares and 255,582,886 Shares held
by Dr. Guo Weicheng, Successmax Global Holdings Limited, Smart Top Overseas
Limited, Victory Faith International Limited, Dr. Zhang Jionglong, Keen Mate Limited
and Mingyao Capital Limited, respectively.

Since Dr. Che Fengsheng is one of the settlors of the trust for which Sihuan
Management (PTC) Limited is a trustee, Dr. Che Fengsheng is deemed to be
interest in the long position of 10,947,661 Shares and the short position of 7,847,661
Shares held by Sihuan Management (PTC) Limited.

Under sections 317 and 318 of the SFO, Dr. Guo Weicheng is deemed to be
interested in the 11,747,661 Shares, 497,448,000 Shares, 2,882,469,225 Shares,
134,747,000 Shares, 377,267,528 Shares, 198,940,000 Shares, 255,582,886 Shares and
59,000 Shares held by Dr. Che Fengsheng, Network Victory Limited, Proper Process
International Limited, Smart Top Overseas Limited, Victory Faith International
Limited, Keen Mate Limited, Mingyao Capital Limited and Dr. Zhang Jionglong,
respectively.

Under sections 317 and 318 of the SFO, Dr. Zhang Jionglong is deemed to be
interested in 11,747,661 Shares, 329,736,000 Shares, 497,448,000 Shares,
2,882,469,225 Shares, 134,747,000 Shares, 377,267,528 Shares and 1,262,498,399
Shares held by Dr. Che Fengsheng, Dr. Guo Weicheng, Network Victory Limited,
Proper Process International Limited, Smart Top Overseas Limited, Victory Faith

International Limited, Successmax Global Holdings Limited, respectively.

Dr. Zhang Jionglong is the beneficial owner of 100% of the issued share capital of
Keen Mate Limited. As such, Dr. Zhang Jionglong is deemed to be interested in the
198,940,000 Shares held by Keen Mate Limited.

The letter “L" denotes the Director’s long position in such Shares and the letter “S"
denotes the Director's short position in such Shares.

SIHUAN PHARMACEUTICAL HOLDINGS GROUP LTD.
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H &
OTHER INFORMATION

Save as disclosed above, as at 30 June 2020, none of the Directors, chief
executive and their associates had any interests or short positions in
the Shares, underlying Shares or debentures of the Company or any of
its associated corporations, within the meaning of Part XV of the SFO,
which were required to be notified to the Company and the Stock
Exchange pursuant to Divisions 7 and 8 of Part XV of the SFO (including
interests and short positions which he/she/it was deemed or taken to
have under such provisions of the SFO) or which were recorded in the
register required to be kept by the Company under Section 352 of the
SFO, or as otherwise which were required to be notified to the
Company and the Stock Exchange pursuant to the Model Code.

DIRECTORS’ RIGHT TO ACQUIRE SHARES OR
DEBENTURES

During the Period, the Company did not grant any rights to any Directors,
chief executive or their respective spouse or children under the age of 18 to
acquire beneficial interests by means of the acquisition of Shares in, or
debentures of, the Company, and none of the above persons have exercised
the said rights during the Period. The Company, its holding company or any
of its subsidiaries were not a party to any arrangements to enable the
Directors to acquire such rights in any other body corporate.
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A4 %  SUBSTANTIAL SHAREHOLDERS’ INTERESTS AND
SHORT POSITIONS IN SHARES, UNDERLYING

SHARES AND DEBENTURES

RZE_ZTFAA=+H  ARFEBEFE As at 30 June 2020, the following shareholders, other than the Directors or

HREEGAEBIFEFTE 2SR MR
8 ATRE(TEIEARRIZEEREE
THRAB)RARRBEITRA - HEKRG
WIEHFTIEA 5% A iR

RR#ES

Name of Shareholder

AEERE
Mr. Meng Xianhui

Proper Process International Limited

(BIEXRE) : Shares or debentures of the Company:
BEME/ 50 ROEE
Nature of Interest/Capacity Total Number of Shares
REEEs () 5950495699 1% (47 &)
134,747,000 8% (47 &) 5950,495,699 shares (L)

Interest in a controlled corporation (Note 1)
134,747,000 shares (L)

AR EZEARATEERERNOREET
XA
3772675288 (17 8)
Founder of a discretionary trust who can influence
how the trustee exercises his discretion
377,267,528 shares (L)

—BaBHAL (H2)
5438481171 R (fF &)
A concert party to an agreement (Note 2)
5438481171 shares (L)

EREEA 5950495699 f% ({F&)
2882469225 % (18) 5,950,495,699 shares (L)
Beneficial owner

2,882,469,225 shares (L)

— BT AL (Fi:E3)
306802647458 ({1 &)

A concert party to an agreement (Note 3)
3,068,026,474 shares (L)

38 SIHUAN PHARMACEUTICAL HOLDINGS GROUP LTD.
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chief executive of the Company, which were recorded in the register required
to be kept by the Company under Section 336 of the SFO, had interests of 5%
or more (including short positions) in the issued share capital, underlying

REBOE DL
Approximate
percentage of
Shareholding

62.86% (1§ &)
62.86% (1)

6286% (112)
62.86% (L)
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Name of Shareholder

Network Victory Limited

Successmax Global Holdings Limited

Victory Faith International Limited

Smart Top Overseas Limited

RENE/ 56

Nature of Interest/Capacity

EREBA
497,448,000 % (478)
Beneficial owner
497,448,000 shares (L)

—HIPAL (Hiz4)
54530476991k ({7 &)

A concert party to an agreement (Note 4)
5,453,047,699 shares (L)

ERAA
1262498399 % (178)
Beneficial owner
1,262,498 399 shares (L)

—BATB AT (FHEEs)

4687997300 8% (478

A concert party to an agreement (Note 5)
4.687,997,300 shares (L)

ERBA
3772675285 (418)
Beneficial owner
377,267,528 shares (L)

=GN F 1))

5573228171 % (17 8)

A concert party to an agreement (Note 6)
5,573,228,171 shares (L)

ERBEA
134,747,000 8% (4 8)
Beneficial owner
134,747,000 shares (L)

—EATB AT (B3 7)

5815748699 % (172

A concert party to an agreement (Note 7)
5,815,748,699 shares (L)

H &
OTHER INFORMATION

BRESNE A

Approximate

ROHE percentage of

Total Number of Shares Shareholding
5,950,495,699 1% (¥ &) 6286% (412)
5,950,495,699 shares (L) 62.86% (L)
5950495699 f% (17 2) 62.86% (5 &)
5,950,495,699 shares (L) 62.86% (L)
5950495699 1% (17 2) 6286% (112)
5,950,495,699 shares (L) 62.86% (L)
5950495699 1% (11 2) 62.86% (1F &)
5,950,495,699 shares (L) 62.86% (L)
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Name of Shareholder

Mingyao Capital Limited

Keen Mate Limited

UBS Trustee (Cayman) Ltd.

UBSTC (Jersey) Ltd.

40 SIHUAN PHARMACEUTICAL HOLDINGS GROUP LTD.

EENE /56

Nature of Interest/Capacity

ERERA
255,582,886 1% (47 8)
Beneficial owner
255,582,386 shares (L)

—HIPHAL (i)
5604912813 % (47 8)
A concert party to an agreement (Note 8)
5,694,912,813 shares (L)

EalEA
198,940,000 % (1 &)
Beneficial owner
198,940,000 shares (L)

—HaBAT ()
5751,555699 % (47 &)

A concert party to an agreement (Note 9)
5,751,555,699 shares (L)

XA
5950495699 1% (178
Trustee
5,950,495,699 shares (L)

XA
5950495699 % (47 72)
Trustee
5,950,495,699 shares (L)

INTERIM REPORT 2020

RHO#E

Total Number of Shares

5950495699 1% (1F2)
5,950,495,699 shares (L)

5950495699 % (15 8)
5,950,495,699 shares (L)

5950495699 % (1F&)
5,950,495,699 shares (L)

5950495699 % (11 8)
5,950,495,699 shares (L)

REBNOEDL
Approximate
percentage of
Shareholding

6286% (412)
6286% (1)

62.86% (15 &)
62.86% (1)

6286% (§118)
62.86% (L)

62.86% (1F &)
6286% (1)
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T B2 S 4 B Smart Top Overseas Limited 232
BITRANESHEAA - At 2FBLER
R &1 Smart Top Overseas Limited 55 BN A 7]
134,747,000 SRR A7 2 #7525 -

RIS LB ERAIEN7RISIERTE &
BRERRAREBARE  PHMELE R
#7 52 B8 A& ~ Proper Process International Limited
Network Victory Limited * Successmax Global
Holdings Limited * Keen Mate Limited & Mingyao
Capital Limited?> Bl # & 11,747,661 %
329,736,000 A% * 59,000 f% - 2,882,469,225 f% ~
497,448,000 A% ~ 1,262,498,399 A% + 198,940,000 A%
% 255,582,886 AR IR (5 5 25

BIEESFRBEEOEN7RISERE -
Proper Process International Limited #45 & 185
FHE & - A E & - SR ATEE B A - Network
Victory Limited * Successmax Global Holdings
Limited + Smart Top Overseas Limited * Victory Faith
International Limited * Keen Mate Limited ;&
Mingyao Capital Limited % Bl 5 4 11,747,661 J&
329,736,000 A% ~ 59,000 A% ~ 497,448,000 A% -
1,262,498,399/% ~ 134,747,0004% * 377,267,528 /% *
198,940,000 % % 255,582,886 IR AR A7  #E /5 #E 2 ©

RIEEZRBEROIEIN7TRI8GHRTE
Network Victory Limited 4% /3R S5 FHE& £ ~ 26
# Uk B A& R M BE B8 A - Proper Process
International Limited * Successmax Global Holdings
Limited * Smart Top Overseas Limited * Victory Faith
International Limited * Keen Mate Limited &
Mingyao Capital Limited 2 Bll 5 & 11,747,661 %
329,736,000 f% ~ 59,000 % ~ 2,882,469,225 i
1,262,4983990% ~ 134,747,0000% - 377,267,528%
198,940,000 % K 255,582,886 AR A& () - #E A 1 2 o

BIEEH R EE GO 8317 R3181K1 E
Successmax Global Holdings Limited #45 & 5 85
FHEE A - B ER & - SRIWEEE A& - Network
Victory Limited » Proper Process International
Limited * Smart Top Overseas Limited  Victory Faith
International Limited ~ Keen Mate Limited ;&
Mingyao Capital Limited 73 | #5 B 11,747,661 f% *
329,736,000 A% ~ 59,000 % + 497,448,000 fi%
2,882,469,225/%  134,747,000% * 377,267,528%
198,940,000 A% K 255,582,886 AX ik {7 #E A HE % ©

Notes:
M

©)

H &
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Mr. Meng Xianhui is the beneficial owner of 100% of the issued share capital of Smart Top
Overseas Limited. As such, Mr. Meng Xianhui is deemed to be interested in the 134,747,000
Shares held by Smart Top Overseas Limited.

Under sections 317 and 318 of the SFO, Mr. Meng Xianhui is deemed to be interested in
11,747,661 Shares, 329,736,000 Shares, 59,000 Shares, 2,882,469,225 Shares, 497,448,000
Shares, 1,262,498,399 Shares, 198,940,000 Shares and 255,582,886 Shares held by Dr. Che
Fengsheng, Dr. Guo Weicheng, Dr. Zhang Jionglong, Proper Process International Limited,
Network Victory Limited, Successmax Global Holdings Limited, Keen Mate Limited and
Mingyao Capital Limited, respectively.

Under section 317 and 318 of the SFO, Proper Process International Limited is deemed to
be interested in 11,747,661 Shares, 329,736,000 Shares, 59,000 Shares, 497,448,000 Shares,
1,262,498,399 Shares, 134,747,000 Shares, 377,267,528 Shares, 198,940,000 Shares and
255,582,886 Shares held by Dr. Che Fengsheng, Dr. Guo Weicheng, Dr. Zhang Jionglong,
Network Victory Limited, Successmax Global Holdings Limited, Smart Top Overseas Limited,
Victory Faith International Limited, Keen Mate Limited and Mingyao Capital Limited,

respectively.

Under section 317 and 318 of the SFO, Network Victory Limited is deemed to be interested
in 11,747,661 Shares, 329,736,000 Shares, 59,000 Shares, 2,882,469,225 Shares, 1,262,498,399
Shares, 134,747,000 Shares, 377,267,528 Shares, 198,940,000 Shares and 255,582,886 Shares
held by Dr. Che Fengsheng, Dr. Guo Weicheng, Dr. Zhang Jionglong, Proper Process
International Limited, Successmax Global Holdings Limited, Smart Top Overseas Limited,
Victory Faith International Limited, Keen Mate Limited and Mingyao Capital Limited,

respectively.

Under section 317 and 318 of the SFO, Successmax Global Holdings Limited is deemed to
be interested in 11,747,661 Shares, 329,736,000 Shares, 59,000 Shares, 497,448,000 Shares,
2,882,469,225 Shares, 134,747,000 Shares, 377,267,528 Shares, 198,940,000 Shares and
255,582,886 Shares held by Dr. Che Fengsheng, Dr. Guo Weicheng, Dr. Zhang Jionglong,
Network Victory Limited, Proper Process International Limited, Smart Top Overseas Limited,
Victory Faith International Limited, Keen Mate Limited and Mingyao Capital Limited,
respectively.
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Victory Faith International Limited #4547 8% F+
B4k MR A R MBEE & - Network
Victory Limited * Proper Process International

Limited ~ Successmax Global Holdings Limited *

Smart Top Overseas Limited * Keen Mate Limited }
Mingyao Capital Limited % Bl #4 11,747,661 B
329,736,000 % * 59,000 % * 497,448,000 A% -
2,882,469,225 % * 1,262,498,399 1% * 134,747,000
A% + 198,940,000 B% K2 255,582,886 A% % {7 7 A 4
25

7 REBEEFRBEGGIFE 317 RIBIEFRE © Smart
Top Overseas Limited 1 1% AR B IHFHEE £ - ZP#E
B8 A& - SRATBEES A - Network Victory Limited
Proper Process International Limited * Successmax
Global Holdings Limited  Victory Faith International
Limited * Keen Mate Limited & Mingyao Capital
Limited 73 51l ¥ %5 11,747,661 % ~ 329,736,000 %
59,000 A% ~ 497,448,000 f% - 2,882,469,225 fiX
1,262,498,399 1% ~ 377,267,528 % + 198,940,000 A%
255,582,886 AR AR (7 AP #E A 1 %5 o

® REFHFRPEEREN7 RIBERT -
Mingyao Capital Limited 1% AR EIHF 84 - 2B
OB £ 9k M BE B A& - Network Victory
Limited * Proper Process International Limited *
Successmax Global Holdings Limited * Smart Top
Overseas Limited * Keen Mate Limited % Victory
Faith International Limited 23 B35 5 11,747,661 B%
329,736,000 % ~ 59,000 A% ~ 497,448,000 A% *
2,882,469,225 % * 1,262,498,399 % * 134,747,000
A& + 198,940,000 A% % 377,267,528 A& AR 17 = ¥ 75 1

K

°

Bl

©  RIBEFFRIEGIIE317 R318KMTE © Keen
Mate Limited 4% 1% 72 7 B8 % F B8 4 - 204 9 58
A 5K M BE B A - Network Victory Limited
Proper Process International Limited » Successmax
Global Holdings Limited  Victory Faith International
Limited * Smart Top Overseas Limited &z Mingyao
Capital Limited > %I ¥ H& 11,747,661 1%
329,736,000 % ~ 59,000 A% ~ 497,448,000 A% *
2,882,469,225 % ~ 1,262,498,399 % ~ 377,267,528
& 134,747,000 A% K 255,582,886 A& A 17 = #E 5 &

o

8k

(10)  FHIUARBERNZEROOEFR - mFE[s]
BIRRERNZER %R

REXHBEBEEN R_FB_FFH
=t+H AREEREFMHEEDIE 336

©)

8)

(10)

Under section 317 and 318 of the SFO, Victory Faith International Limited is deemed to be
interested in 11,747,661 Shares, 329,736,000 Shares, 59,000 Shares, 497,448,000 Shares,
2,882,469,225 Shares, 1,262,498,399 Shares, 134,747,000 Shares, 198,940,000 Shares and
255,582,886 Shares held by Dr. Che Fengsheng, Dr. Guo Weicheng, Dr. Zhang Jionglong,
Network Victory Limited, Proper Process International Limited, Successmax Global Holdings
Limited, Smart Top Overseas Limited, Keen Mate Limited and Mingyao Capital Limited,
respectively.

Under section 317 and 318 of the SFO, Smart Top Overseas Limited is deemed to be
interested in 11,747,661 Shares, 329,736,000 Shares, 59,000 Shares, 497,448,000 Shares,
2,882,469,225 Shares, 1,262,498,399 Shares, 377,267,528 Shares, 198,940,000 Shares and
255,582,886 Shares held by Dr. Che Fengsheng, Dr. Guo Weicheng, Dr. Zhang Jionglong,
Network Victory Limited, Proper Process International Limited, Successmax Global Holdings
Limited, Victory Faith International Limited, Keen Mate Limited and Mingyao Capital
Limited, respectively.

Under section 317 and 318 of the SFO, Mingyao Capital Limited is deemed to be interested
in 11,747,661 Shares, 329,736,000 Shares, 59,000 Shares, 497,448,000 Shares, 2,882,469,225
Shares, 1,262,498,399 Shares, 134,747,000 Shares, 198,940,000 Shares and 377,267,528
Shares held by Dr. Che Fengsheng, Dr. Guo Weicheng, Dr. Zhang Jionglong, Network
Victory Limited, Proper Process International Limited, Successmax Global Holdings Limited,
Smart Top Overseas Limited, Keen Mate Limited and Victory Faith International Limited,
respectively.

Under section 317 and 318 of the SFO, Keen Mate Limited is deemed to be interested in
11,747,661 Shares, 329,736,000 Shares, 59,000 Shares, 497,448,000 Shares, 2,882,469,225
Shares, 1,262,498,399 Shares, 377,267,528 Shares, 134,747,000 Shares and 255,582,886
Shares held by Dr. Che Fengsheng, Dr. Guo Weicheng, Dr. Zhang Jionglong, Network
Victory Limited, Proper Process International Limited, Successmax Global Holdings Limited,
Victory Faith International Limited, Smart Top Overseas Limited and Mingyao Capital
Limited, respectively.

The letter “L" denotes the shareholder's long position in such Shares and the letter "S”
denotes the shareholder’s short position in such Shares.

Save as disclosed above, according to the records in the register required to
be kept by the Company under section 336 of the SFO, no other parties had

BAGTE cERMiss  BMEEREMA an interest or a short position in the Shares or underlying Shares or
TRARFIRDSABERGDESFHEEIR debentures of the Company recorded under section 336 of the SFO as at 30
BEFRIERDIE B a3 June 2020.
PN
RE °
42 SIHUAN PHARMACEUTICAL HOLDINGS GROUP LTD.

INTERIM REPORT 2020



B IR REST
BERZZ—+F+A=-+MA ([ERE
KB RBTNRERSRAS EHER
B a8 (BB - BERER
A EEERTT (100 FABR »

BRETENAN

PBRR A 81 AR AN A B AL (MATX
() B) ()3 B R H AR EIEH ZA AR ¢ (i)
SHERSBEELNER R i) R R
BUASEMZBEER REBEREF
RIEHFRFTEERER - ERRAERER
MAERAT FARMT R R KSR
SEMIE -

(a) BEBAL

B 2 ENIEEBAEBERK
BERAMNEMEFHIEETES (21
WYERITESR) EHRITES
IR AN B I B R BIEETT
- BE - BEENEURMCEAmE
B([1TTBRAE])  HREEE - £
2B FEBES  KERFAARE
B{ERIK B R BMER R SGRE TIED
AT REBEMKERRIAEER -
EBHEERNRBY  FHLER
AEE - REBRRE  RAEETH
B A ER AT - S E AR
TSR H - B EEXEM
RAEEIE AR ERE » sk Ll Em AL
MEEA(EER EMRAD) (BE X
ZEBIAEBBALD -

(b) ETEE®
() BEFALHEDHERTRER
WS Bl EAAERAL
(TEFAD RIEEHEH AR
B AR O B AR

(i) EBEFHIHERBETMEERA
THAKSEER BRMAE
RRELHER - BEZFA
TR BN ERELE -

H &
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SHARE OPTION SCHEME

The share option scheme was approved and adopted by the Shareholders at
the special general meeting (“Share Option Scheme”) held on 24 October
2017 (“Share Option Scheme Adoption Date”), which will be valid for ten (10)
years from the Share Option Scheme Adoption Date.

PURPOSE OF THE SHARE OPTION SCHEME

The purpose of the Share Option Scheme is to motivate Eligible Persons (as
set out in paragraph (b) below) (i) to optimise their future contributions to
our Group; (i) to reward them for their past contributions; and (iii) to attract,
retain or otherwise maintain on-going relationships with Eligible Persons who
are significant to and/or whose contributions are or will be beneficial to the
performance, growth and success of our Group.

(a) Eligible persons

Our Board may, at its sole discretion, invite any director or proposed
director (including an independent non-executive director) of any
member of our Group, any executive director of, manager of, or other
employee holding an executive, managerial, supervisory or similar
position in, any member of our Group (an “Executive”), any proposed
Employee, any full-time or part-time Employee, or a person for the time
being seconded to work full-time or part-time for any member of our
Group, a consultant, business or joint venture partner, franchisee,
contractor, agent or representative of any member of our Group, a
person or entity that provides research, development or other
technological support or any advisory, consultancy, professional or
other services to any member of our Group, or an associate (as defined
under the Listing Rules) of any of the foregoing persons (together,
“Eligible Persons” and each an “Eligible Person”).

(b) Determination of eligibility
(i) The Board may, at its absolute discretion, offer to grant to any
Eligible Person (a “Grantee”) an option to subscribe for Shares
under the Share Option Scheme.

(i) The basis of eligibility of any Eligible Person to the grant of any
option shall be determined by our Directors from time to time
on the basis of their contributions to the development, growth
and success of our Group.
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(i)  For the avoidance of doubt, the grant of any option by our
Company for the subscription of Shares to any person who falls
within the definition of Eligible Persons shall not, by itself, unless
our Directors otherwise determine, be construed as a grant of
options under the Share Option Scheme.

(iv)  An Eligible Person or a Grantee shall provide the Board such
information and supporting evidence as the Board may in its
absolute discretion request from time to time (including before
the offer of a grant of option, at the time of acceptance of a
grant of option and at the time of exercise of an option) for the
purpose of assessing and/or determining his eligibility or
continuing eligibility as an Eligible Person and/or a Grantee or
that of his close associates or for purposes in connection with
the terms of an option (and the exercise thereof) or the Share
Option Scheme and the administration thereof.

The maximum number of Shares to be issued upon exercise of all
options which may be granted under the Share Option Scheme (and
under any other post-IPO share option scheme of our Company) shall
not in aggregate exceed 10% of the Shares in issue as at the Share
Option Scheme Adoption Date (“Scheme Mandate Limit"), provided
that our Company may at any time as our Board may think fit seek
approval from the Shareholders to refresh the Scheme Mandate Limit,
except that the maximum number of Shares to be issued upon exercise
of all options which may be granted under the Share Option Scheme
(and under any other post-IPO share option scheme of our Company)
shall not exceed 10% of the Shares in issue as at the date of approval
by the Shareholders in general meeting where such limit is refreshed.

Despite the above-mentioned, the maximum number of Shares to be
issued upon exercise of all outstanding options granted and yet to be
exercised under the Share Option Scheme (and under any other post-
IPO share option scheme of our Company) shall not exceed 30% of the
Shares in issue from time to time.

The total number of Shares that may fall to be allotted and issued
under the Share Option Scheme after the resolution regarding the
adoption of the Share Option Scheme was passed at the special
general meeting on 24 October 2017 would be 947,108,220 Shares,
representing approximately 10% of the total number of Shares in issue.
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The maximum number of Shares issued and to be issued upon exercise
of the options granted to any one Eligible Person (including exercised
and outstanding options) in any 12-month period shall not exceed 1%
of the Shares in issue from time to time. Where any further grant of
options to such an Eligible Person would result in the Shares issued
and to be issued upon exercise of all options granted and which may
be granted to such Eligible Person (including exercised, cancelled and
outstanding options) in the 12-month period up to and including the
date of such further grant would exceed 1% of the Shares in issue at
such time, such further grant shall be separately approved by the
Shareholders in general meeting with such Eligible Person and his
associates or close associates (as the case may be) abstaining from
voting.

Grant of options

On and subject to the terms and conditions of the Share Option Scheme, our
Board shall be entitled at any time within a period of ten (10) years
commencing on the Share Option Scheme Adoption Date to offer the grant
of any option to any Eligible Person as the Board may in its absolute
discretion select, and on acceptance of the offer, grant such part of the
option as accepted to the Eligible Person.

Subject to the provisions of the Share Option Scheme, the Board may in its
absolute discretion when offering the grant of an option impose any
condition, restriction or limitation in relation thereto in addition to those set
forth in the Share Option Scheme as the Board may think fit (to be stated in
the letter containing the offer of the grant of the option), including but
without prejudice to the generality of the foregoing continuing eligibility
criteria, conditions, restrictions or limitations relating to the achievement of
performance, operating or financial targets by our Company and/or the
Grantee, the satisfactory performance or maintenance by the Grantee of
certain conditions or obligations or the time or period when the right to
exercise the option in respect of all or some of the Shares to which the option
relates shall vest, provided that the period within which the Shares that the
option relates shall vest on a date not more than ten (10) years from the date
of the grant of the option.

The rules of the Share Option Scheme provide that the Board may specify the
Eligible Persons to whom Share Options shall be granted, the number of
Shares subject to each Share Option and the date on which the Share
Options shall be granted. The Share Options may be exercised at any time
during the Share Option Period subject to certain conditions, restrictions or
limitations imposed pursuant to the rules of the Share Option Scheme. The
basis for determining the subscription price is also specified precisely in the
rules of the Share Option Scheme. There is no performance target specified in
the Share Option Scheme. The Directors consider that allowing the Board
discretion to fix, among other things, the minimum period for which a Share
Option must be held before it can be exercised, performance targets and the
subscription price, upon the grant of Share Options will better serve the
purpose of the Share Option Scheme as this will allow the Board to grant
Share Options that cater to the specific circumstances of the Grantee, taking
into consideration the Grantee's seniority, experience, past work performance,
field of expertise, etc,, and thereby providing appropriate motivation and
incentive to the Grantee.
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An offer of the grant of an option shall be deemed to have been accepted
when the duplicate letter comprising acceptance of the option duly signed
by the Grantee together with a remittance in favour of our Company of
HK$1.00 by way of consideration for the grant thereof is received by our
Company within the period specified in the letter containing the offer of the
grant of the option. Once such acceptance is made, the option shall be
deemed to have been granted and to have taken effect from the offer date.

An option shall be exercised in whole or in part by the Grantee according to
the procedures for the exercise of options established by our Company from
time to time. Every exercise of an option must be accompanied by a
remittance for the full amount of the subscription price for the Shares to be
issued upon exercise of such option.

The subscription price in respect of any particular option shall be such price
as our Board may in its absolute discretion determine at the time of the grant
of the relevant option (and shall be stated in the letter containing the offer of
the grant of the option) but the subscription price shall not be less than
whichever is the highest of:

(i) the nominal value of a Share;

(i) the closing price of Shares as stated in the Stock Exchange’s daily
quotations sheet on the offer date; and

(i)  the average of the closing prices of Shares as stated in the Stock
Exchange's daily quotations sheet for the five Business Days
immediately preceding the offer date.

The subscription price shall also be subject to adjustment in accordance with
reorganization of capital restructure.

As at 30 June 2020, no share option had been granted, exercised, cancelled
or lapsed under the Share Option Scheme and there are no outstanding
share options.
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EMPLOYEES SHARE AWARD SCHEME

An award scheme for the purpose of incentivising the management of the
Group (the “Employee Share Award Scheme”) has been adopted by certain
Shareholders (namely, Plenty Gold Enterprises Limited, Dr. Che Fengsheng
and Dr. Guo Weicheng) on 25 October 2010 (the “Adoption Date"). Plenty
Gold Enterprises Limited, Dr. Che Fengsheng and Dr. Guo Weicheng, as
settlors (the “Settlors”) of a trust, has reserved and set aside a total of
33,750,000 shares of the Company (the “Plenty Gold Shares”) for the
Employee Share Award Scheme. On 25 January 2013, MSPEA Pharma
Holdings B.V. contributed an additional 3,750,000 shares of the Company
(together with the Plenty Gold Shares, the “Reserve Shares”) to the Employee
Share Award Scheme. Trustee Co (a private trust company established in the
British Virgin Islands and wholly- owned by Plenty Gold Enterprises Limited)
has been appointed as the trustee (the “Scheme Trustee”) to hold the Reserve
Shares under the Employee Share Award Scheme, and the Scheme Trustee
will, upon receiving instructions from the Remuneration Committee, award
to selected management personnel and employees of the Group (excluding
Directors) (a “Grantee”) the rights to acquire the Reserve Shares (“Awards”) at
a price to be determined by the Remuneration Committee.

The Employee Share Award Scheme involves granting of the existing shares
of the Company and no new shares will be issued by the Company pursuant
to this arrangement. The Reserve Shares will not be counted towards the
public float as Grantees of Awards will be selected management personnel of
the Group (excluding Directors) and the Settlors are connected persons. All
related award schemes (including this Employee Share Award Scheme) will
not in aggregate exceed 30% of the issued share capital of the Company. The
Remuneration Committee shall determine which employee will be granted
the Awards, and Awards may be granted at any time during a period of three
years commencing from the Adoption Date. Subject to satisfying certain
terms and conditions for exercise of the Awards, including certain vesting
conditions and performance targets (if any), a Grantee may exercise any
portion of his or her Award accepted by him/her at any time before the
deadline for exercising the Award as stated in the offer letter from the
Scheme Trustee to such employee.
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On 27 September 2013, 234 employees of the Group were granted Awards
entitling them to acquire an aggregate of 19,750,000 shares of the Company
from the Trustee Co at an exercise price of HKD3.19 per share. On 21 October
2013, 6 employees of the Group were granted Awards entitling them to
acquire an aggregate of 2,050,000 shares of the Company from the Trustee
Co at an exercise price of HKDO0.70 per share. Subject to certain vesting
conditions and the satisfaction of certain performance targets (if any), such
Awards shall be exercisable over a period of five years commencing from the
date on which the Awards were granted.

On 28 June 2016, 234 employees of the Group (the “Selected Participants”)
were granted new Awards (“New Awards”) entitling them to acquire an
aggregate of 31,448,172 ordinary shares of par value HKD0.01 each of the
Company at an exercise price of HKD1.57 per share on the condition that the
Selected Participants will surrender the existing Awards. Subject to certain
vesting conditions and the satisfaction of certain performance targets (if any),
the New Awards shall be exercisable over a period of five years commencing
from the date on which the New Awards are granted.

As of 30 June 2020, no employee exercised their Awards granted under the
Employee Share Award Scheme.

CHANGES IN INFORMATION OF DIRECTORS

Pursuant to Rule 13.51B(1) of the Rules Governing the Listing of Securities on
the Stock Exchange (the “Listing Rules”), effective from 18 May 2020, Mr.
Tsang Wah Kwong has been appointed as independent director and member
of the audit committee, compensation committee and nominating and
corporate governance committee of the board of directors of HUYA Inc.
(NYSE: HUYA).

Save as disclosed above, there are no changes in information of Directors
during the Period and up to the date of this Interim Report.

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

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

DIVIDEND

The Board has resolved to declare an interim cash dividend of RMBO.1 cents
per share (equivalent to HKS0.11 cents per share) (six months ended 30 June
2019: RMB0.4 cents per share) and a special cash dividend of RMB3.0 cents
per share (equivalent to HK$3.36 cents per share) (six months ended 30 June
2019: Nil) for the Period.

The interim cash dividend and special cash dividend will be payable on or
around Wednesday, 14 October 2020 to the shareholders of the Company
(the “Shareholders”) whose names appear on the register of members of the
Company at the close of business on Wednesday, 7 October 2020.
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CLOSURE OF THE REGISTER OF MEMBERS FOR THE
ENTITLEMENT OF INTERIM CASH DIVIDEND AND
SPECIAL CASH DIVIDEND

The register of members of the Company will be closed from Monday, 5
October 2020 to Wednesday, 7 October 2020, both days inclusive, for the
purpose of determining Shareholders’ entitlements to the interim cash
dividend and special cash dividend. In order to qualify for the interim cash
dividend and special cash dividend, all properly completed transfer forms
accompanied by the relevant share certificates must be lodged for
registration with the Company’s Hong Kong branch share registrar, Tricor
Investor Services Limited at Level 54, Hopewell Centre, 183 Queen’s Road
East, Hong Kong no later than 4:30 p.m. on Wednesday, 30 September 2020.

CORPORATE GOVERNANCE CODE

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

DIRECTORS’ SECURITIES TRANSACTIONS

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

INDEPENDENT NON-EXECUTIVE DIRECTORS

During the Period, the Company has, at all times, complied with the
minimum requirements of the Listing Rules relating to the appointment of at
least three independent non-executive Directors (representing at least one-
third of the Board) and one of them should have appropriate professional
qualifications or accounting or related financial management expertise.

AUDIT COMMITTEE

As at the date of this Interim Report, the Audit Committee consists of one
non-executive Director (Mr. Kim Jin Ha) and three independent non-executive
Directors (Mr. Patrick Sun, Mr. Tsang Wah Kwong and Dr. Zhu Xun), and is
chaired by Mr. Patrick Sun who has a professional qualification in
accountancy. The chairman of the Audit Committee has the appropriate
professional qualification and experience in financial matters. The Audit
Committee has reviewed the Group's interim unaudited condensed
consolidated financial information for the Period.



B B RS

INDEPENDENT REVIEW REPORT

EY:

BNBEAZREMERADESE
(RERERMA T ERAE)
=

FMIE T 522100 B TS U IR & i
BEBBRAR(ELAR]) REWBAF
([BEE)MTHBEER  EFRER
TECTEXNA=STHANGESEATER
MK MEEZALANELBENEEE
AGAEEREMmEEmNER - ERE
ZRBeRERUREAHBHE - BIE
EBBMARSABRARFES EWHEIE
TE - PERI IS E R IRk 7B B R E AR R R
FMEBR S ERZ B RMIBIBR e E
B 345 BT AR & ([ Bl PR S 5T R 58
MEDFEE - ENFEFEBERER
Bt FMREE R 2N Z T M
R ZRMNETABRERMNERE L
FHE I ERMER e - WIERBERMBTE
MEZEGER ZR BT(EAELR)®R
E R 2R EREEME A o B
“ERARENDAEREMALTE ok
EEEFET -

EREE

BB IZBEBR R EZEENZE SR
MHEREREEERE 2410 A FEA)
B IZE N TTRI R B A H EH T 1E
WITEZ  FEHTPHYBEREERER
BEVNBNEHEBEMABELRAD &
ETHMEMEMENREF  BHEEER
DRIBIERRZECERETEZNEE
WP EERBERMGANBLEZFR I8
WEBNMEENEE - At - HMTE
BREZER -

Ernst & Young TKEFT ST Tel T E: +852 2846 9888
22/F CITIC Tower HEPEBREE1E Fax {5 #:+852 2868 4432
1 Tim Mei Avenue RERE221E ey.com

Central, Hong Kong

TO THE BOARD OF DIRECTORS OF SIHUAN PHARMACEUTICAL
HOLDINGS GROUP LTD.
(Incorporated in Bermuda with limited liability)

Introduction

We have reviewed the interim financial information set out on pages 52 to
100, which comprises the condensed consolidated statement of financial
position of Sihuan Pharmaceutical Holdings Group Ltd. (the “Company”) and
its subsidiaries (the “Group”) as at 30 June 2020 and the related condensed
consolidated statements of profit or loss and other comprehensive income,
changes in equity and cash flows for the six-month period then ended, and
other explanatory notes. The Rules Governing the Listing of Securities on The
Stock Exchange of Hong Kong Limited require the preparation of a report on
interim financial information to be in compliance with the relevant provisions
thereof and International Accounting Standard 34 Interim Financial Reporting
("IAS 34") issued by the International Accounting Standards Board. The
directors of the Company are responsible for the preparation and
presentation of this interim financial information in accordance with IAS 34.
Our responsibility is to express a conclusion on this interim financial
information based on our review. Our report is made solely to you, as a body,
in accordance with our agreed terms of engagement, and for no other
purpose. We do not assume responsibility towards or accept liability to any
other person for the contents of this report.

SCOPE OF REVIEW

We conducted our review in accordance with International Standard on
Review Engagements 2410 Review of Interim Financial Information Performed
by the Independent Auditor of the Entity issued by the International Auditing
and Assurance Standards Board. A review of interim financial information
consists of making inquiries, primarily of persons responsible for financial and
accounting matters, and applying analytical and other review procedures. A
review is substantially less in scope than an audit conducted in accordance
with International Standards on Auditing and consequently does not enable
us to obtain assurance that we would become aware of all significant matters
that might be identified in an audit. Accordingly, we do not express an audit
opinion.
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Conclusion

Based on our review, nothing has come to our attention that causes us to
believe that the interim financial information is not prepared, in all material
respects, in accordance with IAS 34.

Ernst & Young
Certified Public Accountants

Hong Kong
25 August 2020
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R-ZB-TFA=1H

As at 30 June 2020
i
As at
—E-EF —FE-NF
ARA=+H +ZA=+—H
30 June 31 December
2020 2019
HtaE AR%TFT AREFIT
Notes RMB’000 RMB000
(REER) (gwiz)
(Unaudited) (Audited)
FRBEE NON-CURRENT ASSETS
ME - WENMRE Property, plant and equipment 4 2,822,959 2,731,010
FHREEE Right-of-use assets 790,858 893,555
KB Investment properties 229,194 232,802
[EES Goodwiill 8,761 -
ERAE Intangible assets 551,977 480,008
FRERETENRE Investments accounted for using the
equity method 990,006 1,083,858
RIETRIBE & Deferred tax assets 293,270 332,222
BATEETABZED Financial assets at fair value through
SRV EE profit or loss 5 165,720 174,220
HiIEmsEE Other non-current assets 320,254 338,614
FRBEEAKE Total non-current assets 6,172,999 6,266,289
REBEE CURRENT ASSETS
FE Inventories 439,713 409,595
B 5 MEMEIIER Trade and other receivables 6 694,154 630,073
BAFEEFAEEZR Financial assets at fair value through
TREE profit or loss 5 420,851 148,336
HeRIELEEY Cash and cash equivalents 4,947,814 5,117,143
6,502,532 6,305,147
DEARBEEERN Assets of disposal groups classified
HEHEREE as held for sale 13 441,900 -
REEELHE Total current assets 6,944,432 6,305,147
REE TOTAL ASSETS 13,117,431 12,571,436
52 SIHUAN PHARMACEUTICAL HOLDINGS GROUP LTD.
INTERIM REPORT 2020
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INTERIM CONDENSED CONSOLIDATED STATEMENT OF

FINANCIAL POSITION

As at 30 June 2020

»n

As at
—E-%F —TNEF
ANA=+H +=-A=+—8H

30 June 31 December
2020 2019
BtaE AR%TFT AREFIT
Notes RMB’000 RMB000
(REEZ) (gewiz)
(Unaudited) (Audited)
ER EQUITY
AAREE AELER Equity attributable to owners of the
Company
B Share capital 7 78,186 78,186
&% B Share premium 7 4,084,846 4,084,846
E b {7 Other reserves 186,466 192,674
IR & F Retained earnings 4,274,552 5,250,978
8,624,050 9,606,684
R ES Non-controlling interests 317,003 335,510
HRER Total equity 8,941,053 9,942,194
e Ih=Ri NON-CURRENT LIABILITIES
FEIERIAEE Deferred tax liabilities 215,133 282,621
FHEIRITIER Interest-bearing bank borrowings 8 72,845 -
HEAE Lease liabilities 2,008 5,892
aHaE Contract liabilities - 275
HEmIERBEE Other non-current liabilities 91,657 79,674
FRBEBERH Total non-current liabilities 381,643 368,462

IEEREZREEARLT o
: 20



1 EARSRR AR & IR &

INTERIM CONDENSED CONSOLIDATED STATEMENT OF
FINANCIAL POSITION

R-ZB-TFA=1H

As at 30 June 2020
i
As at
—g-®¥F —T-hF
ARA=+tH +tZHA=+—H
30 June 31 December
2020 2019
MtaE AR%TFT AREFIT
Notes RMB’000 RMB000
(REER) (gwiz)
(Unaudited) (Audited)
=R CURRENT LIABILITIES
B NEMEMRR Trade and other payables 9 2,942,109 1,905,792
FHEIRTITIER Interest-bearing bank borrowings 8 514,975 =
AHIAE Contract liabilities 221,009 326,295
FE RSB Income tax payable 37,565 14,033
HEamE Lease liabilities 1,143 4058
HEfneaE Other current liabilities 10,504 10,602
3,727,305 2,260,780
BEEESBEAEFIELEDN Liabilities directly associated with the assets
BEABENARG classified as held for sale 13 67,430 -
nBAERE Total current liabilities 3,794,735 2,260,780
BmeE TOTAL LIABILITIES 4,176,378 2,629,242
EEkEEEE TOTAL EQUITY AND LIABILITIES 13,117,431 12,571,436

FE60Z= 100 AR M TR R REE MBS

WA HERE D ©

The notes on pages 60 to 100 are an integral part of the interim condensed

consolidated financial statements.
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IR RRSR e B R A 2 E SR
INTERIM CONDENSED CONSOLIDATED STATEMENT OF
PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME

HE_ZT-_FTFA=1+HIENER
For the six months ended 30 June 2020

BEAA=tHIEANER

Six months ended 30 June

—E-FF —FNF
2020 2019
[(ohz3 AR¥TF T AR%F T
Notes RMB’000 RMB000
(REEZ) (REEEZ)
(Unaudited) (Unaudited)
HEREEK CONTINUING OPERATIONS
e Revenue 10 1,054,537 1,657,640
SHE R Cost of sales (268,480) (292,001)
EF GROSS PROFIT 786,057 1,365,549
HAnug A Other income 10 85,831 124,762
Eblyzs - F5E Other gains — net 103,500 237,354
e ZREEE Impairment loss on goodwiill = (2,843,903)
=155 Distribution expenses (136,515) (117,933)
THAX Administrative expenses (212,158) (222,328)
s MR Research and development expenses (300,850) (233,646)
HiX Other expenses (10,730) (5,264)
WERERN S (FE) OPERATING PROFIT/(LOSS) 315,135 (1,695,409)
ETWT#EJ % Finance expenses (1,586) (2,362)
DIGE AT AT ER Share of profits and losses of investments
WE#NNEE accounted for using the equity method (11,429) (7,133)
REFELCEEL 2 PROFIT/(LOSS) BEFORE TAX
BEBBER],(E58) FROM CONTINUING OPERATIONS 11 302,120 (1,704,904)
Fri8fiF Income tax expense 12 (133,427) (237.217)
REGERKEEKZ PROFIT/(LOSS) FOR THE PERIOD
Hy W%%U/(Eﬂé) FROM CONTINUING OPERATIONS 168,693 (1,942,121)
ERIEREEL DISCONTINUED OPERATIONS
PRSI 3y Loss for the period from discontinued
BN EE operations 13 (24,436) (21,976)
HRER, (&18) PROFIT/(LOSS) FOR THE PERIOD 144,257 (1,964,097)
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INTERIM CONDENSED CONSOLIDATED STATEMENT OF

PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME

HEZ-ZEFA=1TAHLNER
For the six months ended 30 June 2020

BEAA=THILEAREA

Six months ended 30 June

—ECEH —E-NF
2020 2019
MaE AR¥ETFIT AREFIT
Note RMB’000 RMB000
(REBEZX) (REgE#IZ)
(Unaudited) (Unaudited)
DUT e - Attributable to:
ViN/NETEZZ =N Owners of the Company 149,990 (2,019,947)
VTR e Non-controlling interests (5,733) 55,850
144,257 (1,964,097)
AERAREBERBFEA EARNINGS/(LOSS) PER SHARE
EaEESRER,(FHE) ATTRIBUTABLE TO ORDINARY
EQUITY HOLDERS OF COMPANY
FRERREEREF(EI8) Basicand diluted earnings/(loss) per share
(ANEESD) (RMB cents) 15
HREF(EB18) For profit/(loss) for the period 1.58 (21.33)
REFEKEEB 2 For profit/(loss) from continuing
wm A (E18) operations 1.80 (21.13)
HEAA=1+RHLARMEA
Six months ended 30 June
—EB-EF —E-NF
2020 2019
AR¥EFIT AREFIT
RMB’000 RMB000
(REBEZ) (REg®Z)
(Unaudited) (Unaudited)
HRER,(&58) PROFIT/(LOSS) FOR THE PERIOD 144,257 (1,964,097)
MR EAMAZEWE - HIBRTIIE  OTHER COMPREHENSIVE INCOME FOR
THE PERIOD, NET OF TAX - -
HrzmEkE (BR) 88 TOTAL COMPREHENSIVE INCOME/
(LOSS) FOR THE PERIOD 144,257 (1,964,097)
AT e - Attributable to:
ViN/NETEZF =N Owners of the Company 149,990 (2,019,947)
FEIEAR e Non-controlling interests (5,733) 55,850
MrEERE (BER) 8 TOTAL COMPREHENSIVE INCOME/
(LOSS) FOR THE PERIOD 144,257 (1,964,097)
SIHUAN PHARMACEUTICAL HOLDINGS GROUP LTD.
56 INTERIM REPORT 2020



HHARS RS S A E R
INTERIM CONDENSED CONSOLIDATED STATEMENT OF
CHANGES IN EQUITY

HE_Z-_THA=1THIEREA
For the six months ended 30 June 2020
YN 2PN L
Attributable to owners of the Company
kx ROEE  HbRE  REET @it FERER s
Non-
Share Share Other Retained controling Total
capital premium reserves earnings Total interests equity
AEETRL ARETR ARETT ARETT AREFT AREFT ARETR
RMB000 RMB000 RMB000 RMB000 RIB000 RMB000 RMB0O0
R-2-h¥-A-A Asat 1 January 2019 BB 4B 196 8793 1051043 26350 12774363

a2 el (Loss)/profitfor the periog - - - oY) Q01997 55850 (1,964097)

BRN2E (5B) /Wi Total comprehensive (loss)/income
for the period - - - 209947 (2019947) 55850 (1,964097)
[EERH%EE Employee share award scheme:

—RIRBEEW:T16) —Value of employee senvices (Note 16) = = 176 2 176 = 176
5%@&? HIRIA (Bt 7) Repurchase and cancellation of shares (Note 7) 47 (8471) = . (8518) . (8518)
2 \ERBRE (i) Final 2018 dividend (Note 14) - - N PR I (PER V| - I3

BRI R ER S Dividend paid to a non-controling shareholder - - - - - (37818) (37819)
e Al UGl s Changes n interests in subsidiaries

without change of control - - 3265 - 3265 78987 825
REE-NEXAZTR(XEER) As at 30 June 2019 (unaudited) 78,186 4084846 163072 6,036,161 10,362,265 36099 10723234
FRAREAEL
Attributable to owners of the Company
kx  ROEE  HbRE  REEA A FERER hRs
Non-
Share Share Other  Retained controlling Total
capital  premium reserves  earnings Total  interests equity
ABRTL ARBTT ARETL ARETL ARETT AREFT AREZ
RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB’000
R-Z-%f-A-8 Asat 1 January 2020 78186 4,084,846 192674 5250978 9,606,684 335510 9,942,194
Bt/ (58 Profit/loss) for the period - - - 149990 149,990 (5733) 144257
Bn2mbE/ (5R) 4% Total comprehensive income(loss)
forthe period - - - 149,990 149,990 (5733) 144,257
SR REEE - Employee share award scheme:

—BIRBEREMW L 16) —Value of employee senvices (ote 16) - - 147 - W - W
B—RIHRRRER S Dividend paid to anon-controlling shareholder - - - - - (24,5000 (24,500)
“E-NERERSRIRE (W 4) Final 2019 and special dvidend (Note 14) - - - (1126416) (1,126416) - (1,126,416)
EEBamEs 2 EEhER Non-controling interests arising on

(W) business combination (Note 17) - - - - - 5,360 5,360
MRS WBL RS Changes n interests in subsiciaries

without change of contral - - (6,355) - (6,355) 6,366 1
RZBZ2FXA=TR (REEH) As at 30 June 2020 (unaudited) 78186 4084846 186466 4274552 8624050 317,003 8,941,053
IO B s



FHIMAAG AR RER

INTERIM CONDENSED CONSOLIDATED STATEMENT OF

CASH FLOWS

HEZ-ZEFA=1TAHLNER
For the six months ended 30 June 2020

BEAA=Z+HLEXEA

Six months ended 30 June

—E-EF —ZE-NF
2020 2019
HfaF ARMFTT ARBFIT
Notes RMB’000 RMB000
(REFER) (Rgg#EZ)
(Unaudited) (Unaudited)
RETHEERE CASH FLOWS FROM OPERATING
ACTIVITIES
BBELENRS Cash generated from operations 18 174,947 1,631,494
BEATATSH Income tax paid (147,854) (386,580)
RETHNRERETFHE Net cash flows from operating activities 27,093 1,244,914
RETHHRESRE CASH FLOWS FROM INVESTING
ACTIVITIES
HEENRHE Capital contribution to associates (98,426) (13,946)
H—AaErELE Capital contribution to a joint venture (5,337) -
EEWE - WE KRB Purchases of items of property,
plant and equipment (219,004) (133,443)
BEEFEE Purchases of intangible assets (74,804) (17,421)
BE T AR Purchases of land use rights - (28,430)
BEZAFEFAEBED Purchases of financial assets at fair
TREE value through profit or loss (6,776,895) (8,596,809)
HEZE AT ER ABED Proceeds from disposal of financial assets
SREEMSZE at fair value through profit or loss 6,505,950 9,308,480
REVE  BEMEKE Proceeds from disposal of property,
Frissk1E plant and equipment 2,035 805
FE=HERBN Advances of loans to a third party (4,928) (14,370)
g N EE RN Advances of loans to an associate (29,353) (19,980)
B = EERRIE Repayment of loans from a third party 1,158 -
I EEHT B A A - Acquisitions of subsidiaries, net of cash
HKkEARS acquired 17 7,501 -
BRI B Interest received 23,005 56,818
REZ® (FTA),FEE Net cash flows (used in)/generated
BEREFH from investing activities (669,098) 541,704
58 SIHUAN PHARMACEUTICAL HOLDINGS GROUP LTD.
INTERIM REPORT 2020
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PralenER

INTERIM CONDENSED CONSOLIDATED STATEMENT OF

CASH FLOWS

HE_ZT-_FTFA=1+HIENER
For the six months ended 30 June 2020

BEAA=tHIEANER

Six months ended 30 June

e St 35 —ZE-NEF
2020 2019
i3 AR¥FTT ARBFIT
Notes RMB’000 RMB'000
(REER) (Rgg#EZ)
(Unaudited) (Unaudited)
METHRERE CASH FLOWS FROM FINANCING
ACTIVITIES
g 1‘HE. EE Y Repayment of borrowings - (76,000)
=543 ?%?ﬁ( Proceeds from borrowings 587,820 =
A &uiﬁﬁﬂxfﬁ Repurchase and cancellation of shares 7 = (8,518)
RE I FHEEN Principal portion of lease payments (1,669) (1,487)
— & FE PR AR AR R m) — I BT B Capital contribution by a non-controlling
NG sk shareholder of a subsidiary 11 82,252
EATARA RIRER R IR AR Dividends paid to the Company’s
g shareholders and a non-controlling
shareholder (24,500) (160,942)
EfFIE Interest paid (290) (255)
METBEE(FTA) Net cash flows generated from/
BEREFH (used in) financing activities 561,372 (164,950)
fﬁ%&ﬁ%%f‘% Net (decrease)/increase in cash and
W) nFEE cash equivalents (80,633) 1,621,668
BB LIRS EEY Cash and cash equivalents at beginning
of the period 5,117,143 3,314,845
HMRESRESEZEY Cash and cash equivalents at end
of the period 5,036,510 4936,513
ReRESEEVERIN ANALYSIS OF BALANCES OF CASH
AND CASH EQUIVALENTS
e RIRITH Cash and bank balances 4,947,814 4,936,513
R EIRBRAR A B SRR A Cash and cash equivalents as stated
I RERBECEEY in the interim condensed consolidated
statement of financial position 4,947,814 4,936,513
ERIEEERBREGERESR Cash and short term deposits attributable
2R to discontinued operations 13 88,696 -
R EIRSRAAR A B SHALR A Cash and cash equivalents as stated
BeERERKNENZRE R in the interim condensed consolidated
REEEY statement of cash flows 5,036,510 4,936,513
%



1 BARS B4R & B 1% R Pl
NOTES TO THE INTERIM CONDENSED CONSOLIDATED

FINANCIAL STATEMENTS

HEZ

ToTERA=THIEAERA

For the six months ended 30 June 2020

1.

60

RAREEEHR
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RRBRREERAE - ARARE
MEBAR (MR AEEDNERR
BRNFPEARKME(HE]DHE
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BEm o
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CORPORATE AND GROUP INFORMATION

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

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

The address of the Company’s registered office is Clarendon House, 2
Church Street, P.O. Box HM 1022, Hamilton HM DX, Bermuda. The
address of the principal place of business of the Group in Hong Kong is
Room 4309, Office Tower, Convention Plaza, 1 Harbour Road, Wanchai,
Hong Kong, and the address of the principal place of business in
Beijing is 22/F, Building 4, Zhubang 2000, West Balizhuang, Chaoyang
District, Beijing 100025, the PRC.

The Company had its primary listing on The Stock Exchange of Hong
Kong Limited (the “Stock Exchange”) on 28 October 2010.

BASIS OF PREPARATION AND CHANGES TO THE

GROUP’S ACCOUNTING POLICIES

2.1 Basis of preparation
The interim condensed consolidated financial statements for the
six months ended 30 June 2020 have been prepared in
accordance with International Accounting Standard (“IAS") 34
Interim Financial Reporting. The interim condensed consolidated
financial statements do not include all the information and
disclosures required in the annual financial statements, and
should be read in conjunction with the Group’s annual
consolidated financial statements for the year ended 31
December 2019.

The interim condensed consolidated financial statements are
presented in thousand Renminbi (“RMB'000"), unless otherwise
stated. The interim condensed consolidated financial statements
were authorised for issue in accordance with a resolution of the
directors on 25 August 2020.

SIHUAN PHARMACEUTICAL HOLDINGS GROUP LTD.

INTERIM REPORT 2020



I ERRG PR AR & BT SRR I At
NOTES TO THE INTERIM CONDENSED CONSOLIDATED
FINANCIAL STATEMENTS

HEZZE-ZTFA=THIREA
For the six months ended 30 June 2020

2. RBEEERAEEZSTHE 2. BASIS OF PREPARATION AND CHANGES TO THE

BE (%) GROUP’S ACCOUNTING POLICIES (Continued)

22 B BREBRIFEEE 2.2 Changes in accounting policies and disclosures
mEP EIRSRR4R A BT SRR P The accounting policies adopted in the preparation of the
RSB RERREAER interim condensed consolidated financial statements are
Hez-_T—hhF+=ZA=+— consistent with those applied in the preparation of the Group's
HIEFEZHEEEEMBHRE annual consolidated financial statements for the year ended 31
FriE A& — B - MEARHR IS December 2019, except for the adoption of the following revised
BRI E R T &S5 B R International Financial Reporting Standards (“IFRSs”) for the first
B rs R B ([ F R SR E time for the current period’s financial information.

2RI BRI -

ERE FR s BENTE Amendments to IFRS 3 Definition of a Business
E3RMET
il e FIERENE Amendments to IFRS 9,  Interest Rate Benchmark Reform
£95% - BB gt IAS 39 and IFRS 7
BB 395 REAR
HBREEREH
Mz
BB BREER 019FHHER Amendment to IFRS 16 COVID-19-Related Rent Concessions
F165REBE] Vil ik g (early adopted)
(RRFHH)
ReHENE IRk EAMTE Amendments to IAS 1 Definition of Material
IR & HERIE 85 and 1AS 8
ez
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED
FINANCIAL STATEMENTS

HEZ-ZEFA=1TAHLNER
For the six months ended 30 June 2020

2.

62

REEERAEESHBE 2.
2852
22 B BXREHEEEETE

BASIS OF PREPARATION AND CHANGES TO THE
GROUP’S ACCOUNTING POLICIES (Continued)
2.2 Changes in accounting policies and disclosures

(&) (Continued)
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SIHUAN PHARMACEUTICAL HOLDINGS GROUP LTD.
INTERIM REPORT 2020

The nature and impact of the revised IFRSs are described below:

Amendments to IFRS 3 clarify and provide additional
guidance on the definition of a business. The amendments
clarify that for an integrated set of activities and assets to
be considered as a business, it must include, at a
minimum, an input and a substantive process that
together significantly contribute to the ability to create
output. A business can exist without including all of the
inputs and processes needed to create outputs. The
amendments remove the assessment of whether market
participants are capable of acquiring the business and
continue to produce outputs. Instead, the focus is on
whether acquired inputs and acquired substantive
processes together significantly contribute to the ability to
create outputs. The amendments have also narrowed the
definition of outputs to focus on goods or services
provided to customers, investment income or other
income from ordinary activities. Furthermore, the
amendments provide guidance to assess whether an
acquired process is substantive and introduce an optional
fair value concentration test to permit a simplified
assessment of whether an acquired set of activities and
assets is not a business. The Group has applied the
amendments prospectively to transactions or other events
that occurred on or after 1 January 2020. The amendments
did not have any impact on the financial position and
performance of the Group.
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FINANCIAL STATEMENTS

HEZZE-ZTFA=THIREA
For the six months ended 30 June 2020

2. BASIS OF PREPARATION AND CHANGES TO THE
GROUP’S ACCOUNTING POLICIES (Continued)
2.2 Changes in accounting policies and disclosures
(Continued)

(b)

Amendments to IFRS 9, IAS 39 and IFRS 7 address the
effects of interbank offered rate reform on financial
reporting. The amendments provide temporary reliefs
which enable hedge accounting to continue during the
period of uncertainty before the replacement of an
existing interest rate benchmark. In addition, the
amendments require companies to provide additional
information to investors about their hedging relationships
which are directly affected by these uncertainties. The
amendments did not have any impact on the financia
position and performance of the Group as the Group does
not have any interest rate hedge relationships.
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HEZ-ZEFA=1TAHLNER
For the six months ended 30 June 2020
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REEERAEESHBE 2.
2852
22 B BXREHEEEETE

BASIS OF PREPARATION AND CHANGES TO THE
GROUP’S ACCOUNTING POLICIES (Continued)
2.2 Changes in accounting policies and disclosures

(&) (Continued)
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Amendment to IFRS 16 provides a practical expedient for
lessees to elect not to apply lease modification accounting
for rent concessions arising as a direct consequence of the
COVID-19 pandemic. The practical expedient applies only
to rent concessions occurring as a direct consequence of
the COVID-19 pandemic and only if (i) the change in lease
payments results in revised consideration for the lease that
is substantially the same as, or less than, the consideration
for the lease immediately preceding the change; (i) any
reduction in lease payments affects only payments
originally due on or before 30 June 2021; and (iii) there is
no substantive change to other terms and conditions of
the lease. The amendment is effective retrospectively for
annual periods beginning on or after 1 June 2020 with
earlier application permitted.

There are no rent concessions granted by the lessors
during the six months ended 30 June 2020. Accordingly,
the amendments did not have any impact on the financial
position and performance of the Group.
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2.

FINANCIAL STATEMENTS

HE_ZT-_FTFA=1+HIENER
For the six months ended 30 June 2020

BASIS OF PREPARATION AND CHANGES TO THE
GROUP’S ACCOUNTING POLICIES (Continued)
2.2 Changes in accounting policies and disclosures

(Continued)

(d)  Amendments to IAS 1 and IAS 8 provide a new definition
of material. The new definition states that information is
material if omitting, misstating or obscuring it could
reasonably be expected to influence decisions that the
primary users of general purpose financial statements
make on the basis of those financial statements. The
amendments clarify that materiality will depend on the
nature or magnitude of information. The amendments did
not have any impact on the Group's interim condensed
consolidated financial statements.

SEGMENT INFORMATION

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

The executive directors consider the business from the product
perspective. The Group is engaged in only one business segment,
being the R&D, and the manufacturing and sale of pharmaceutical
products in the Mainland China. During the six months ended 30 June
2020, all sales were from distributors and there were no sales to
distributors of the Group from which the revenue amounted to 10% or
more of the Group’s revenue (six months ended 30 June 2019: Nil).
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T_TFAA=TAHIEANEA

For the six months ended 30 June 2020

4.
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PROPERTY, PLANT AND EQUIPMENT

During the six months ended 30 June 2020, the Group acquired assets
with a cost of RMB212,237,000 (six months ended 30 June 2019:
RMB136,579,000), excluding property, plant and equipment acquired
through a business combination disclosed in note 17 to the interim
condensed consolidated financial statements.

Assets (other than those pending disposal and classified as held for
sale) with a net book value of RMB2,148,000 were disposed of by the
Group during the six months ended 30 June 2020 (six months ended
30 June 2019: RMB3,095,000), resulting in a net loss on disposal of
RMB30,000 (six months ended 30 June 2019: RMB215,000).

No impairment losses were recognised during the six months ended
30 June 2020 and 2019.

SIHUAN PHARMACEUTICAL HOLDINGS GROUP LTD.
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FINANCIAL STATEMENTS

HEZZE-ZTFA=THIREA
For the six months ended 30 June 2020

5. FINANCIAL ASSETS AT FAIR VALUE THROUGH
PROFIT OR LOSS
Set out below is an overview of financial assets, other than cash and
cash equivalents, trade and other receivables, held by the Group as at
30 June 2020 and 31 December 2019:

»®
As at
—ECEHF —T-NF
ANAB=+H +ZHA=+—H
30June 31 December
2020 2019
Hiat ARBF T AREFT
Notes RMB’000 RMB000
(REEZ) (fe&%)
(Unaudited) (Audited)
FRB Non-current
BAFESAEZ ([ AFEF A Financial assets at fair value
Bml)NemEE through profit or loss ("FVPL"):
TTZ’D\TTEEI'EE’U Unlisted investments,
FELEMRE at fair value i 165,720 174,220

TE Current

BRATEFAESNERMEE : Financial assets at FVPL:

AR E Short-term investments ii 420,851 148,336
586,571 322,556
st - Notes:

(i) 5% FRIEE 7 KBP Biosciences Holdings Limited (i) The amount represents equity investments in the unquoted equity shares of KBP
I Lindeman Asia No.12 Investment Fund 3E Biosciences Holdings Limited and Lindeman Asia No.12 Investment Fund. The
SR EORERE - AEERR Group intends to hold these equity shares for the foreseeable future and has not
ARRRFEZSERRY - BAUET irrevocably elected to classify at fair value through other comprehensive income.
ATRE R 12 5 R AR N T ES AR A
2HEWE -
PRI T REMRMAR AR NS Equity investments in the unquoted equity shares of Jiangsu Antai Biotechnology
ESEAR AR LR O RE Co, Ltd, and Zhejiang Zhida Pharmaceutical Co, Ltd are pending disposal and had
REEDHASEEMNZEL S (HiE been classified as held for sale (Note 13).
13)°

(ii) ZRBEEHTEANE T EER TR (ii) The amount represents wealth management products issued by certain reputable

TRITEBEEMNERNEGER - ZFE
BTE R a D B RR A FER ABE
MEREE EREANRERBLI
ERAS RFSMNK -

banks in Mainland China with no fixed interest rate. They were mandatorily
classified as financial assets at FVPL as their contractual cash flows are not solely

payments of principal and interest.
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For the six months ended 30 June 2020

6. EZRHEMEBWARMR

6. TRADE AND OTHER RECEIVABLES

i
As at

—E-EF —ZE-NEF
AA=+HA +=—A=+—H
30 June 31 December
2020 2019
AR¥FT AEETFIT
RMB’000 RMB000
(REER) (fe&#z)
(Unaudited) (Audited)
ZoRWIRER -F=H Trade receivables - third parties 209,663 158,640
RN R Notes receivable 71,819 137,166
A FE R A Prepayments to suppliers 124,073 116,882

JEWEEE AR A EENRIE Amounts due from associates and
joint venture 132,270 79,326
JE W — & BE R 7 5k 1B Amount due from a related party 9,600 9,600
FL A & W BR 3R Other receivables 154,945 132,065
702,370 633,679

B 2 REBERFORE R Provision of impairment on trade
receivables (8,216) (3,606)
694,154 630,073
68 SIHUAN PHARMACEUTICAL HOLDINGS GROUP LTD.
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For the six months ended 30 June 2020

B REMEWRR 2 6. TRADE AND OTHER RECEIVABLES (Continued)
RIBERR  BHERNETIZZEEH An ageing analysis of the trade receivables as at the end of the
BRVEE MO BR B o AT a0 T (45 30 B B reporting period, based on the invoice date and net of provisions, is as

&) : follows:
»
As at

—ECEH —FE-NF
ARA=+H +ZA=+—H
30 June 31 December
2020 2019
AR¥FTT ARBTFIT
RMB’000 RMB000
(REEZ) (JEE=%)
(Unaudited) (Audited)
31E A AR Within 3 months 164,310 135,426
3Z6fEA 3to 6 months 12,851 13,114
6Z1218A 6 to 12 months 22,341 5512
TEE More than 1 year 1,945 982
201,447 155,034

MREHEZEREEARQA 69
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HEZ-ZEFA=1TAHLNER
For the six months ended 30 June 2020

7. BRAEAKRKRGRE 7. SHARE CAPITAL AND SHARE PREMIUM
BRAR
EELBER SILER
%E  RHHE BE  RORE @t
Number of

Numberof  issued and
authorised fully paid

ordinary ordinary Share Share
shares shares capital premium Total
TR FR AREFT ARETT ARETRT
Share’000  Share '000 RMB’000 RMB’000 RMB’000
R-ZBE-hE—A—H As at 1 January 2019 (audited)
(RER)(BRo.01ET (Hong Kong dollar (“HK$")
(&xl) 0.01 per share) 100,000,000 9,471,082 78233 4093317 4,171,550

Z-ZE-AFEXA=TH  Movement for the six months

EAREARES - ended 30 June 2019:
R KSR (A7) Repurchase and cancellation of
shares (Note (i) - (5,400) 47) (8471) (8518)

RZBE-AEXA=TH As at 30 June 2019 (unaudited)
(REBEZ)(ER0.01Bx)  (HKS0.01 per share) 100,000,000 9,465,682 78,186 4,084,846 4163032

RZBE—NE+-A=1+—H Asat31December2019 (audited)
(REZ)(BR0.01ET) (HK$0.01 per share) 100,000,000 9,465,682 78186 4,084,846 4163032

R-BE-ZEEXA=1H As at 30 June 2020 (unaudited)

(REBEZ)(BR0.01%ET)  (HKS0.01 per share) 100,000,000 9,465,682 78,186 4,084,846 4,163,032
Kiat - Note:
0 REBEEZZ—-NF~A=+HILNE 0} During the six months ended 30 June 2019, the Company repurchased 5,400,000
A RARIALE(E 96900008 T (B E & shares of its own shares on the Stock Exchange at a total consideration, including
) (FAE R AR 8518000 7T ) HAHE expenses, of HK$9,690,000 (equivalent to RMB8,518,000). As at 30 June 2019, these
X P B B 25400000/ B 1D e R =& repurchased shares were cancelled.
—NFRA=TH  Z5BLARHESR
BPaEEH o
70 SIHUAN PHARMACEUTICAL HOLDINGS GROUP LTD.
INTERIM REPORT 2020
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For the six months ended 30 June 2020

8. INTEREST-BEARING BANK BORROWINGS

Current
Secured bank borrowings
Unsecured bank borrowings

i

As at
—z-%%F
AA=+H
30 June
2020
AR¥FT
RMB’000
(REEEFX)
(Unaudited)

371,055
143,920

514,975

FERB
BEAPIRITER

Non-Current
Secured bank borrowings

72,845

587,820

PR

RITIEN :
E—FRA
FE-E2RFN
FhFRE

Analysed into:
Bank borrowings:
Within the first year

Within the third to fifth years

Beyond the fifth years

®

As at
—EZEF
/\H —+ E
30 June
2020
AR¥TFIT
RMB’000
(REBEZ)
(Unaudited)

514,975
114
72,731

587,820

MREHEZEREEARQA 71
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8.

72

STERITERE)

Kt

@  ARENRTEFARAEES

FFAR @)

8. INTEREST-BEARING BANK BORROWINGS

(Continued)
Notes:

¥ 749877000 THIIREWE - EAEE
ERVE BERSREBSETEAERFE
o WARARREWBRAREER -

The bank borrowings of the Group are secured by certain assets including

investment properties, right-of-use assets and property, plant and equipment with

an aggregate carrying value of RMB749,877,000, and guaranteed by the Company

and its subsidiaries.

(b) Fic ﬁ & 3% A R 72,845,000 7T 7T A — & B (b)

NRHED D AR o

(0 RZBE_ZTFXRXA=1+H  RITERD (o)
N F1.81%F490%( =

Elg%fﬁﬁjﬂ—
—NEF ) -

B 5 R EAEM R

equity interests.

9. TRADE AND OTHER PAYABLES

Bank borrowing of RMB72,845,000 is also secured by a portion of a subsidiary’s

The effective interest rates of the bank borrowings as at 30 June 2020 range from
= 1.81% to 4.90% (2019: Nil) per annum.

i
As at

E—2F —ZT-NF

ANA=+H +=-A=+—8H

30 June 31 December

2020 2019

AR%TFIT AREFIT

RMB’000 RMB000

(REEZ) (g &#z)

(Unaudited) (Audited)

2 SRR Trade payables 58,885 65,719
FERTRER AN AN R sk B ER B SR IR Costs of construction and purchase of

equipment payables 46,910 49,197

Ug BE B B A B FESTBR X Payable for acquisitions of subsidiaries 346,500 300,000

R tE P Y B s E Accrued reimbursement to distributors 1,043,493 1,152,308

Effize Deposit payables 203,431 223,469

ENEHS Salaries payable 44,614 50,381

FETFI B Interest payables 6,851 6,033

JERT IR B Dividends payable 1,124,085 112

Eh pE T ERSR Other payables 67,340 58,573

2,942,109 1,905,792

SIHUAN PHARMACEUTICAL HOLDINGS GROUP LTD.
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For the six months ended 30 June 2020

9. BEENHEHMENERT &) 9. TRADE AND OTHER PAYABLES (Continued)

RI|EEKR - BHEMEFENREE An ageing analysis of the trade payables as at the end of the reporting

AERAMERESTOT period, based on the invoice date is as follows:

»
As at

—ECEH —E-NF
7vH =t Hle i =H =& — H
30 June 31 December
2020 2019
AR%TFT AREFIT
RMB’000 RMB'000
(REEZ) (feEZ)
(Unaudited) (Audited)
61 A A Within 6 months 41,419 55,407
6Z 1218 A 6 to 12 months 5,074 2,036
T E More than 1 year 12,392 8,276
58,885 65,719

MREHEZEREEARQA 73
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For the six months ended 30 June 2020

10. WamRHEMKA
Wzs REMMAM DT :

74

10. REVENUE AND OTHER INCOME

An analysis of revenue and other income is as follows:

BEAA=tTHLEAEA

Six months ended 30 June

—E-EF —ZT-NF
2020 2019
HfaF ARMFTT ARBFIT
Notes RMB’000 RMB’000
(REER) (CRgg&EZ)
(Unaudited) (Unaudited)
& Revenue
BP&EHKE Revenue from contracts with customers:
& BE Sale of pharmaceutical products i 1,054,537 1,657,640
Hig A Other income
HEDHE Sales of distribution rights it 5,360 6,674
A Research and development income - 1,558
REYEKERE Gross rental income from investment jii
el A B property operating leases 4,473 3,477
MEHA Interest income 67,211 111,859
Hih Others 8,787 1,194
85,831 124,762

SIHUAN PHARMACEUTICAL HOLDINGS GROUP LTD.
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(iii)
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HEDHEYFREARENTERE
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Hip A
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FINANCIAL STATEMENTS

HEZZE-ZTFA=THIREA
For the six months ended 30 June 2020

10. REVENUE AND OTHER INCOME (Continued)

Notes:

@

(ii)

Total revenue from contracts with customers is derived from sale of pharmaceutical
products in Mainland China and recognised as goods transferred at a point in time.

Sales of distribution rights are included in other income as the sales are not derived
from the Group's principal activities. The geographical market of all the sales of
distribution rights is Mainland China. The performance obligation is satisfied over
time as services are rendered and advances are normally required before rendering
the services. Contracts for the sale of distribution rights are for periods of five years.
The amounts of transaction prices allocated to the remaining performance
obligations (unsatisfied or partially unsatisfied) as at reporting periods are as

follows:

The following table shows the amounts of other income recognised in the current
reporting period that were included in the contract liabilities at the beginning of
the reporting period:

Other income recognised that was included in
contract liabilities at the beginning of
the reporting period:

Sales of distribution rights

BEANA=THLEAREAR

Six months ended 30 June
b g 23 —ZT-hEF
2020 2019
ARETFTT AEBTFT
RMB’000 RMB000
(REER) (REEER)
(Unaudited) (Unaudited)
5,360 6,674

REMFELLHEZHS WA LRI IE
KEASEMEZER  FHitst AR
WA o B #3876 1 B AH AR 795 B B B e PR
7 —RANRAERSRE0 8RR
AE WA ST -

(i)

Gross rental income from investment property operating leases is included in other
income as it is not derived from the Group's principal activities. The performance
obligation is satisfied over time as services are rendered and payment is generally
due within 30 days from the date of billing. An analysis of rental income is as
follows:

BEANA=THLEAREA
Six months ended 30 June
—BCEF —NF
2020 2019
AR¥TFTT AREFT
RMB’000 RMB'000
(REER) (REEER)
(Unaudited) (Unaudited)
R T I5 Geographical markets
B Mainland China 1,323 885
BB Hong Kong 3,150 2,592
4,473 3477
IR AR S PR A H) 75
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11. REFELEEK ZBRBIAI  11. PROFIT/(LOSS) BEFORE TAX FROM CONTINUING

wmAL(EE) OPERATIONS
REERABERLLSER BB ANG The Group's profit/(loss) before tax from continuing operations is
Rl (E1E) EE M - arrived at after charging:
BEXA=tHLEXNEAR
Six months ended 30 June
ZECEF —E-NF
2020 2019
AR¥FiT AREFT
RMB’000 RMB'000
(REEXR) (REEERZ)
(Unaudited) (Unaudited)
SHEM AR Cost of sales 268,480 292,091
RE 2 RERE Impairment loss on goodwill - 2843903
B 5 KEMEWRIRERE Impairment loss on trade and other receivables 4,610 -
12. FIEFHEX 12. INCOME TAX EXPENSE
REFHE - E-"SER T —NEF The income tax expense of the Group for the six months ended 30
NA=STHRLESNEANFAERE YD June 2020 and 2019 is analysed as follows:
W
BZEAA=1THILAHEA
Six months ended 30 June
—EC-EF —ET-NF
2020 2019
ARYTF T ARBFIT
RMB’000 RMB'000
(REEZ) (REEEZ)
(Unaudited) (Unaudited)
BNER Current 161,963 476,920
RIE Deferred (28,536) (239,703)
R E R B TG Total tax charge for the period from
AR SR 258 continuing operations 133,427 237,217
RE BRI B Total tax charge for the period from
BT S 4858 discontinued operations - -
133,427 237,217
SIHUAN PHARMACEUTICAL HOLDINGS GROUP LTD.
76 INTERIM REPORT 2020
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FINANCIAL STATEMENTS

HE-Z-THFA=1+HILAEA
For the six months ended 30 June 2020

12. INCOME TAX EXPENSE (Continued)

(i)

(ii)

(iii)

Bermuda profits tax
The Group is not subject to any taxation in this jurisdiction for
the six months ended 30 June 2020 and 2019.

Hong Kong profits tax

Hong Kong profits tax has been provided at the rate of 16.5% (six
months ended 30 June 2019: 16.5%) on the estimated assessable
profits arising in Hong Kong for the six months ended 30 June
2020.

PRC corporate income tax (“PRC CIT")

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

The PRC subsidiaries of the Group have determined and paid the
corporate income tax in accordance with the Corporate Income
Tax Law of PRC at the tax rate of 25% (six months ended 30 June
2019: 25%).

Certain PRC subsidiaries of the Group were qualified as high-tech
enterprises. Accordingly, those subsidiaries’ corporate income
tax for the six months ended 30 June 2020 and 2019 was
provided for at a preferential tax rate of 15%.
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3. DRI Ra i

R-Z-_ZBFAHA+HERB  XRFE
AEBREGRARNMERIREAR
NEHPRBFEEABB -R-_T-F
FRA=TH EEREERAFR
BRREBRARESBERFESE
MR E S AR RERER LR E R
& o

BE_Z2 - ZFK_F—NLF~A
ZTHEAEAERIEELEERRE
BEEHWT

13. DISCONTINUED OPERATIONS
On 15 June 2020, the Company'’s resolution on disposal of Chonghui
Investment Limited and Tengwei Investment Limited was duly passed.
As at 30 June 2020, Chonghui Investment Limited and Tengwei
Investment Limited were classified as two disposal groups held for sale
and as discontinued operations.

The results of the discontinued operations for the six months ended 30
June 2020 and 2019 are presented below:

BEAA=THILAEA

Six months ended 30 June

—E-FF —FNF
2020 2019
AR®FT ARBTFIT
RMB’000 RMB000
(REER) (CREg#Z)
(Unaudited) (Unaudited)
Wz Revenue 3,517 4670
HERK A Cost of sales (990) (2,175)
3 Expenses (25,971) (24,355)
b 53 Finance expenses - (156)

AMEERERETER Share of profits and losses of investments
WE R AEE accounted for using the equity method (992) 40
MRELRTE 1R Loss before tax (24,436) (21,976)

Frig# - Income tax:
BRI AR H) Related to pre-tax profit - -
BRI E1E Loss for the period (24,436) (21,976)
SIHUAN PHARMACEUTICAL HOLDINGS GROUP LTD.
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13. DISCONTINUED OPERATIONS (Continued)

The major classes of assets and liabilities of the disposal groups

classified as held for sale as at 30 June 2020 are as follows:

)DJJZZ T
S
As at
—ECEH
/\ H = —|— E
30 June
2020
AR¥FT
RMB’000
(RBEX)
(Unaudited)
BE Assets
M - WE kB Property, plant and equipment 19,842
mpEE Intangible assets 3,783
FREEE Right-of-use assets 106,069
FERERETENKRE Investments accounted for using the equity method 185,194
BEATEFABENESREE Financial assets at fair value through profit or loss 8,828
HEMIERBEE Other non-current assets 2,300
rE Inventories 6,505
B 5 R H At FEUR AR X Trade and other receivables 20,683
ReMRESEEY Cash and cash equivalents 88,696
PEABEHENHEAREE Assets of disposal groups classified as held for sale 441,900
=K Liabilities
B 5 B ERIRFK Trade and other payables (58,517)
HEaE Lease liabilities (5,724)
EHBEE Contract liabilities (3,189)
HEEESEABEHEN Liabilities directly associated with the assets classified
EERENER as held for sale (67,430)
HHEANEZEEENEESE Net assets directly associated with the disposal groups 374,470
MABRENEMARLD g
FHEIER 5 2020
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3. ERUEKRERXEB @) 13. DISCONTINUED OPERATIONS (Continued)
BRI EEEFTEENREREF The net cash flows incurred by the discontinued operations are as
BT follows:

BEAA=THILEAEA

Six months ended 30 June

—ECEF —E-NEF

2020 2019

AR¥Fr AEETFIT

RMB’000 RMB000

(REER) (REER)

(Unaudited) (Unaudited)

R TEE) Operating activities 41,396 138

K& EE) Investing activities (2,610) (9,161)

BEEE Financing activities - 6,250

Ben A/ (rd) #8E Net cash inflow/(outflow) 38,786 (2,773)

REBLIEREEEBHEREZR  Basic and diluted loss per share from
MEEEEE(BRARES) discontinued operations

(RMB cents per share) (0.22) (0.20)

RE B R IHEEEBR TR E AR & The calculations of basic and diluted loss per share from discontinued
SERERETE A operations are based on:

BEAA=THILEAEA

Six months ended 30 June

—E-FF —
2020 2019
(REEX) (REEER)
(Unaudited) (Unaudited)
RABIEBEETEA AE(FETE  Loss attributable to ordinary equity holders
(AR®TFT) of the Company (RMB'000) (20,501) (18,468)
FrESREAREEBEAN Weighted average number of ordinary shares
O3 TSR I 15 in issue during the period for basic
AR (FH%) and diluted loss per share calculation
(Share '000) 9,465,682 9,470,515
SIHUAN PHARMACEUTICAL HOLDINGS GROUP LTD.
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14. BRE 14. DIVIDENDS
BEXA=T+THLEXMEA
Six months ended 30 June
—EIEH —E-NF
2020 2019
AR¥EFTT ARBTFT
RMB’000 RMB'000
(REEZ) CRggEz)
(Unaudited) (Unaudited)
EEREBEERRE Dividends on ordinary shares declared:
—E-AFEREKE B Final dividend for 2019: RMB1.3 cents
TBERARKE 13D per ordinary share
—N\F: AR%135) (2018: RMB1 3 cents) 123,054 123,124
BRI e E &jt B % Special cash dividend: RMB10.6 cents
AREE 1069 —)\&F : #)  perordinary share (2018: Nil) 1,003,362 =
1,126,416 123,124
EEIREERRE Dividends on ordinary shares declared:
“EEFRERE K Interim dividend for 2020: RMBO.1 cents
TRRAR®KL 5 per ordinary share
—NEF : AR%045) (2019: RMBO.4 cents) 9,466 37,863
FRIERSRE  BIREER Special cash dividend: RMB 3.0 cents per
ARE3 0D (ZE—NF &) ordinary share (2019: Nil) 283,970 -
293,436 37,863

BE_T-NFT_A=1T—HL*HF
E%Xﬁﬁﬁﬁﬂx%ﬁ&%@ﬂx]\ﬁ%

A final cash dividend of RMB1.3 cents per ordinary share for the year
ended 31 December 2019 and a special cash dividend of RMB10.6

3IDREFRREBREERTBRA
Eﬁ%méé}(m/\)\ﬁ%uwmooo
TTR A REE 1,003,362,000L) BER =T
—TFENATREBETHRRARME
BFERERREFIIAS EEE -
ZEBRR_E_EFAA=1THI
RIRAT ©

EFeR-_Z-_TFN\A=-1+HHE
ﬁ$%ﬂ§tﬁ L@l AR D
(Et:l: ﬂﬁz/\ﬂ +E|JJ:/\1
A AEMM—)&%%%E% A
RE3 0D (HZ2_ZT—NFRA=ZT
BIEANEA &) BeBEHNAAR
#5293,436,000 T (HLE =T — LFE X
A=+HIAEA : AR¥37863,000
JL) °

cents per ordinary share amounting to RMB123,054,000 and
RMB1,003,362,000 were approved by the shareholders at the annual
general meeting and special general meeting of the Company held on
15 June 2020. The dividends have not been paid as at 30 June 2020.

On 25 August 2020, the board of directors declared an interim dividend
of RMBO.1 cents (six months ended 30 June 2019: RMB0.4 cents) and a
special cash dividend of RMB3.0 cents (six months ended 30 June 2019:
Nil) per ordinary share, amounting to a total of approximately
RMB293,436,000 (six months ended 30 June 2019: RMB37,863,000).
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(a)

(b)

&

BE_ZF_ZFER-_FT—NEF
NAZTBELEREASKRENR
&R, (B8 READ A E @R
=FA ARG (BER) R
VAE 1T E B I T 15 A B

iy
ATE

15. EARNINGS/(LOSS) PER SHARE

(a) Basic

Basic earnings/(loss) per share is calculated by dividing the
profit/(loss) attributable to ordinary equity holders of the
Company by the weighted average number of ordinary shares in
issuance during the six months ended 30 June 2020 and 2019.

BEANA=THIEAREA

Six months ended 30 June

—EBEF —E-NF
2020 2019
(REEZX) (RigEZ)
(Unaudited) (Unaudited)
STESREREF,(BE)  Profit/(loss) attributable to ordinary equity
FrAARARIEBERFAA  holders of the Company,
FEERF (&R) used in the basic earnings/(loss)
(AREFIT) per share calculation (RMB'000)
REFBECEER From continuing operations 170,491 (2,001,479)
RE R IFEEER From discontinued operations (20,501) (18,468)
KNG EBEREE ARG Profit/(loss) attributable to ordinary equity
wm A (BB (ARBTT) holders of the Company (RMB'000) 149,990 (2,019,947)
STEEREART,(EE)  Weighted average number of ordinary
B EITE BRI shares in issue for basic earnings/(loss)
R e (FRR) per share (Share '000) 9,465,682 9,470,515
FIRERAERN(EE) Basic earnings/(loss) per share (RMB cents
(BFBEARES) per share)
HARsF,(&18) For profit/(loss) for the period 1.58 (21.33)
REFELEEFD For profit/(loss) from continuing
Al (E51E) operations 1.80 (21.13)
g (b) Diluted

HRBE_ZT_ZTFL_F
—NERNAZTHIEAEARN
BETEEL AR BUES
B&EF (&R E#E - FiiE
SEAN (BB BEENE
EARZF, (EE) S5 -

There was no dilution to earnings/(loss) per share for the six
months ended 30 June 2020 and 2019 because there were no
potentially dilutive ordinary shares existing. The diluted earnings/

(loss) per share amount equalled to the basic earnings/(loss) per

share amount.

SIHUAN PHARMACEUTICAL HOLDINGS GROUP LTD.
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16. SHARE-BASED PAYMENTS

(i)

Share award scheme

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

The Company measures the services received from its employees
in accordance with the requirements applicable to equity-settled
share-based payment transactions, with a corresponding
increase recognised in equity as a contribution from the major
shareholders. No new shares will be issued by the Company
under the Employee Share Award Scheme and there is no
dilution impact on the earnings per share calculation as a result
of the Employee Share Award Scheme.

Under the Employee Share Award Scheme, awards were granted
to the eligible employees of the Group, and are exercisable and
converted into shares of the Company of a specific amount, held
by Trustee Co., designated in each financial year during the
period from the grant date up to the expiry date of the relevant
awards granted.
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16. ARG AEEBNSR &)
(i) BEERETE (&)
AEEETIES BTG

16. SHARE-BASED PAYMENTS (Continued)

(i) Share award scheme (Continued)

The summary of the share awards granted to certain employees

BEIMBEZENT ¢ of the Group is as follows:
sHRMG 2R
RBITHEE REHE
(#7) (F1)
Exercise price Number of
in HKS per awards granted
shareaward (in thousands)

KB Grant date

—E-——_F=A=+H 20 March 2012 3.19 14,150
—E—=FhA=+tH 27 September 2013 3.19 19,750
—ET—=%1+A=-+—H 21 October 2013 0.70 2,050

35,950

R-Z—AFAAZHNE
RNEBIENRIEEBRD EB
2 o 8T 31,448,17217 BE RS #E (3%
FouuZEBEMRER ST
F)IRITEE DR 58E) 157
PETTHR T IR BB ERAR o

(i) ROPEBEE
BP9 DA R BRAD 2B 14 R AR B 5T

On 28 June 2016, the Group modified the Employee Share
Award Scheme. The remaining 31,448,172 share options, which
were granted to but not yet exercised by 234 employees, were
replaced by new share awards with an exercise price of HK$1.57

per share award.

(ii) Share award movements

The following share awards were outstanding under the Scheme

ST during the period:
S RGO ER
FITEE
(#T) ®2E(F4)
Average
exercise price Awards (in thousands)
in HKS per —E-EHE —E—hF
share award 2020 2019
A—H—H At 1 January 157 9264 1,272
2171% Fxercised 1.57 - (308)
ANA="1H At 30 June 964 964
SIHUAN PHARMACEUTICAL HOLDINGS GROUP LTD.
84 INTERIM REPORT 2020
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(ii)

B R B R E (%)
SR AT {52 B 1 BE D 40 s 9 40
RATEEWNT :

AR Expiry date

—E-—F 28 June
NAZTNH 2021

R-_ZTE-_ZFXA=Z+H8"
964,000 (ZE—NLF+=A
=1+ — B 196400017 ) 4 & 1T
FR SR R A AT A 82
B(ZE2E—NF+=ZA=+—
H:M) e

Ek:t—?—?ﬁz/\ﬂ —i—El_U:
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147000L (B ZE =T — LF X
A=+RHLEAEARA: AR
176,00070) + Wit iz A FE R AE
JEEES) o
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16. SHARE-BASED PAYMENTS (Continued)
(ii) Share award movements (Continued)
Share awards outstanding have the following expiry date and
exercise price:

SHRORE ER B RTE EFBYATEE
TEE(ER) RBYE (T6) HARITRRBHE (F4)
Exercise price Number of outstanding Number of outstanding
in HKS per awards granted vested and exercisable awards
share award (in thousands) (in thousands)

bt e 22 —Z-hE —E-EF —E-NE
~A=+H +ZA=+—H ~A=tHE +t=ZA=1+—-8

30 June 31 December 30 June 31 December
2020 2019 2020 2019
157 964 964 - -

Out of the 964,000 (31 December 2019: 964,000) outstanding
awards, no (31 December 2019: Nil) awards were exercisable as
at 30 June 2020.

For the six months ended 30 June 2020, total expenses
amounting to RMB147,000 (six months ended 30 June 2019:
RMB176,000) was charged to the condensed consolidated
statement of profit or loss and other comprehensive income for
share awards granted to employees with a corresponding
change in equity.
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(iii) RPEBHAFE

AREAEZERTEECRA
“HABEAETEHNEERA
XIEMBER LB AFE -
ARAEFENTEFERA
— IR A T 2 SR 0 L
ME - REXRFEHRBES
BELERHE  ZF28NW
BABBHBRINT o

R B EIR T E
RIS
Hﬁ/%\;z_f(

TEHRR 18 (1)

() HRBEHREDRNSE
fRETENTREIRE - T)
REARRB G FIEAH

BEEBRORBETE -

16. SHARE-BASED PAYMENTS (Continued)
(iii) Fair value of share awards
The executive directors of the Board of the Company have used
the binomial model to determine the fair value of the awards
granted, which is to be expensed over the vesting period.
Significant judgement on parameters, such as risk-free rate,
dividend yield and expected volatility, is required to be made by
the executive directors of the board of the Company in applying
the binomial model, of which the inputs are summarised below.

RZB—RF
ANAZ+NB
RHORMD R
Share awards
granted on

28 June

2016

Closing price at the grant date HK$1.60 87T
Risk-free rate 0.64%
Dividend yield 2.44%
Expected volatility (i) 41.38%

() The expected volatility, measured as the standard
deviation of expected share price returns, is determined
based on the average daily trading price volatility of the
shares of the Company.

SIHUAN PHARMACEUTICAL HOLDINGS GROUP LTD.
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17. BUSINESS COMBINATION

(a)

Acquisition of Beijing Lianben Technology
Development Co., Ltd and Beijing Lianben
Pharmaceutical Chemical Technology Co., Ltd
On 31 January 2020, the Group acquired a 100% equity interests
in Beijing Lianben Technology Development Co., Ltd (“Lianben
Technology”) and Beijing Lianben Pharmaceutical Chemical
Technology Co., Ltd (“Lianben Chemical”), two unlisted
companies based in Mainland China that are specialised in the
technology service of chemical materials, at a consideration of
RMB46,500,000. The Group has acquired Lianben Technology
and Lianben Chemical to expand the existing product portfolio,
increase market share and enhance competitiveness. The total
purchase consideration of RMB46,500,000 was to be settled in
cash and remained outstanding as at 30 June 2020.

The fair values of the identifiable assets and liabilities of Lianben
Technology and Lianben Chemical as at the date of acquisition
were as follows:

RUEERFRER

HATE

Fair value

recognised on

acquisition

AR¥FT

RMB’000

(REEXR)

(Unaudited)

W - B R Property, plant and equipment 4,087
B AE Intangible assets 20
B4 RESZED Cash and cash equivalents 7,499
B 5 N E M U AR SR Trade and other receivables 66,150
=& Inventories 7,223
ﬁ%&ﬁ{ﬂﬁgﬁﬁﬁﬁ Trade and other payables (13,643)
EH8EORD) Contract liabilities (current) (9,746)
Fgﬁﬁﬁ SH Income tax payable (160)
STESRITER R EMER Interest-bearing bank and other borrowings (15,000)
BAFEHNEEFEERE Total identifiable net assets at fair value 46,500
FEIE AR M Non-controlling interests -
LAIR BT Satisfied by cash 46,500

IEEREZREEERLT oo
: 020
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17. ¥B&6t®) 17. BUSINESS COMBINATION (Continued)

(a) WEBLtFEBARNREERES (a) Acquisition of Beijing Lianben Technology
RARIRIREARELE L Development Co., Ltd and Beijing Lianben
BHEMAERQE(#E) Pharmaceutical Chemical Technology Co., Ltd

(Continued)
RWEBE 5 KEMERK The fair value of the trade and other receivables as at the date of
R AFEEAEARK acquisition amounted to RMB66,150,000 being the same as their
66,150,000 7T @ A& #1485 FEE gross contractual amount.
G
Uk B B AR R M B AR (L B2 An analysis of the cash flows in respect of the acquisition of
BemnEanofuT : Lianben Technology and Lianben Chemical is as follows:
AR#¥FT
RMB’000
(REBEX)
(Unaudited)
FruBEin & RIRTTASER Cash and bank balance acquired 7,499
SFAREEHRERENRES X Net inflow of cash and cash equivalents included
BeEBMRANFEE in cash flows from investing activities 7,499
BER  BE_T-_TFX Since the acquisition, Lianben Technology and Lianben Chemical
A=+H81EXER - BARHL contributed RMB47,306,000 to the Group’s revenue and
REE AL B 5 Bl A& E F B RMB5,422,000 to the consolidated profit for the six months
Wz AR 47,306,000 7T R SR & ended 30 June 2020.

88

SEFA R 5,422,000 7T ©

MR ENETEN - BIAKE Had the combination taken place at the beginning of the year,
HE_Z-_THFA=THL the revenue and profit contributed to the continuing operations
NEARNFELEEBKER of the Group for the six months ended 30 June 2020 would have
& F 2 Bl A AR 62,814,000 been RMB62,814,000 and RMB6,722,000, respectively.

TR AR 6,722,000 7T ©

SIHUAN PHARMACEUTICAL HOLDINGS GROUP LTD.
INTERIM REPORT 2020
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17. BUSINESS COMBINATION (continued)
(b) Acquisition of Jilin Aotong Chemical Co., Ltd

On 31 March 2020, the Group acquired a 60% equity interest in
Jilin Aotong Chemical Co., Ltd (“Jilin Aotong”), an unlisted
company based in Mainland China that is specialised in the
manufacture of chemical materials. The Group has acquired Jilin
Aotong to expand the existing product portfolio, increase market
share and enhance competitiveness. The purchase consideration

for the acquisition was in form of capital injection to Jilin Aotong,
and as at 30 June 2020, RMB4,810,000 was paid and the

remaining RMB11,990,000 was outstanding.

The fair values of the identifiable assets and liabilities of Jilin

ENBENAFENT : Aotong as at the date of acquisition were as follows:

R B B R R

HAFE

Fair value

recognised on

acquisition

AR¥TFIT

RMB’000

(REBEZ)

(Unaudited)

WE - B k& Property, plant and equipment 9,756
FREEE Right-of-use assets 14,551
ReRBRCEEY Cash and cash equivalents 2
B 5 R H b fE AR K Trade and other receivables 20,719
FE Inventories 2,098
B 5N EMEMERR Trade and other payables (22,954)
AHEECRE) Contract liabilities (current) (1,510)
IS FTISHE Income tax payable (9,263)
BATEN#RREEFERLRE Total identifiable net assets at fair value 13,399
FEIE AR M 2 Non-controlling interests 5,360
Ay i e ) g Goodwill on acquisition 8,761
LIRS ER Satisfied by cash 16,800
%%ﬁﬁﬁﬁ%ﬁﬁﬁ@ﬂ 89

FRHERFR 2020



1 BARS B4R & B 1% R Pl
NOTES TO THE INTERIM CONDENSED CONSOLIDATED

FINANCIAL STATEMENTS

HEZ-ZEFA=1TAHLNER
For the six months ended 30 June 2020
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(b) WBEMEBULIB/RA
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s
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17. BUSINESS COMBINATION (Continued)
(b) Acquisition of Jilin Aotong Chemical Co., Ltd
(Continued)
The fair value of the trade and other receivables as at the date of
acquisition amounted to RMB20,719,000 being the same as their
gross contractual amount.

The goodwill recognised is primarily attributed to the expected
synergy and other benefits from combining the assets and
activities of Jilin Aotong with those of the Group. The goodwill is
not deductible for income tax purposes.

An analysis of the cash flows in respect of the acquisition of Jilin
Aotong is as follows:

ARETT
RMB’000

(REBER)
(Unaudited)

Cash and bank balance acquired 2

AARERHHEEMENRE R
ReEFBWRAFE

Net inflow of cash and cash equivalents included
in cash flows from investing activities 2

BWER BT _ZTF X
A=+81EX@ER HMEE
DR AREETER E AR
560,000 T M EELLEBEEAR
5 5,827,000 7T °

WA FE T - AIASE
REBEZE-ZT-_TFA=+AH
IEANEA MBS EB =S
K E1E &9 Bl & A K% 851,000
To M AR 6,454,000 7T ©

90
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Since the acquisition, Jilin Aotong contributed RMB560,000 to
the Group’s revenue and incurred RMB5,827,000 to the
consolidated loss for the six months ended 30 June 2020.

Had the acquisition taken place at the beginning of the year,
revenue and loss added to the continuing operations of the
Group for the six months ended 30 June 2020 would have been
RMB851,000 and RMB6,454,000, respectively.

SIHUAN PHARMACEUTICAL HOLDINGS GROUP LTD.
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For the six months ended 30 June 2020

18. CASH GENERATED FROM OPERATIONS

BEAA=1THILEAEA

Six months ended 30 June

—EB-EF —E-NF
2020 2019
HtaF ARBFT ARBTFT
Notes RMB’000 RMB'000
(REEZ) CRggEZ)
(Unaudited) (Unaudited)
BEATDEF(BE) Profit/(loss) before tax
REFEKEER From continuing operations 302,120 (1,704,904)
RE DRI EETR From discontinued operations (24,436) (21,976)
277,684 (1,726,880)
KLATIEE A% Adjustments for:
ME - BEREBETE Depreciation of property, plant and
equipment 112,141 110,875
WEYENE Depreciation of investrment properties 3,608 3,017
FREEENE Depreciation of right-of-use assets 12,725 11,943
| A Y Amortisation of intangible assets 13,324 48,341
Db R ERTE R Share of profits and losses of
B N E B investments accounted for
using the equity method 12,421 7,093
BE 2 REEE Impairment loss on goodwiill - 2,843,903
LEWE - HE NEE Loss on disposal of property, plant and
B & 18 equipment 113 2,290
HEFHAEEEMKE Gain on disposal of right-of-use assets (373) -
BRATEEAERR Gain or loss on changes in fair value of
CRMEEATEE financial assets at FVPL
Wask g 1E (1,898) 21,975
ARG D BERMEEMERISZ  Share-based compensation expenses 147 176
FEMAXZ Interest expense 1,108 1,561
FEHA Interest income (25,697) (53,094)
BESEHRILE Operating cash flows before
fﬁ@mu; working capital changes 405,303 1,271,200
LBEEENBEED Changes in operating assets and
liabilities:
5E Inventories (27,302) (63,985)
B 5 N H e U ER R Trade and other receivables 27,438 74,029
B N EMEMRR Trade and other payables (230,492) 350,250
WEEEENIR S Cash generated from operating activities 174,947 1,631,494
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19.

20.

92

A

RBEMRAEB B AT EARANE

19. COMMITMENTS

The Group had the following capital commitments at the end of the
reporting period:

i
As at
—ECEH —E-nEF
AA=+H +ZA=+—H
30June 31 December
2020 2019
AR®FT ARBTFIT
RMB’000 RMB000
(REEER) (feEZ)
(Unaudited) (Audited)
BRTAEREE Contracted, but not provided for:
ME - WENEE Property, plant and equipment 316,798 284,296
EEEE - BETPEMRBE Intangible assets — product development
in progress 69,159 94,790
385,957 379,086
EEL RS 20. RELATED PARTY TRANSACTIONS
AEERMGERERRRAERAE The ultimate controlling shareholders of the Group are Dr. Che
A SRR SRIMEBANARRE Fengsheng, Dr. Guo Weicheng, Dr. Zhang Jionglong and Mr. Meng
ZhE Xianhui.
(a) BHE A ERREEH TN (a) Name and relationship with related parties
2R
Eg % Name Relationship
BEAE BEEEIR Dr. Che Fengsheng Chairman of the Board
IREERERR  AEEH Beijing Ruiye Drugs Manufacture Co, Ltd Associate of the Group
KE(EREE]) BELQH (“Beijing Ruiye”)
BIERBRERR  AEEHD Tonghua Tianshi Pharmaceutical Co, Ltd Associate of the Group
AEl([BERE]) BeEQH ('"Tonghua Tianshi")
BLENTTRERR AEEH Pharmadax (Foshan) Co, Ltd. Associate of the Group
NAEI([HLER])  BERF ("Pharmadax (Foshan)")
bEaEyRm  AEER Shanghai Lide Biotech Co,, Ltd. Associate of the Group
BRERA /NG| ("Shanghai Lide”)
(W =is3va:0))
CHBEERER AEEH Renfang Medical Holdings Ltd. Associate of the Group
AA([CHBE]D)  BERE ("Renfang Medical’)
Sihuan Strides (HK) REER Sihuan Strides (HK) Limited Joint venture of the Group
Limited ([ Sihuan BEME ("Sihuan Strides”)
Strides )
SIHUAN PHARMACEUTICAL HOLDINGS GROUP LTD.
INTERIM REPORT 2020
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20. @Y SR H (&) 20. RELATED PARTY TRANSACTIONS (continued)
b BRRSRRAR & B TS TR R H AR M s B Save as disclosed in other notes to the interim condensed consolidated
WEESIN BB A R ST financial statements, the related party transactions are summarised as
follows:
(b) EBEREREEENSE (b) Directors’ and senior management’s
emoluments

BEANA=tTHILEAXEA

Six months ended 30 June

—ECEF —ET-NEF
2020 2019
AR%TFT AREFIT
RMB’000 RMB000
(REER) (REEEZ)
(Unaudited) (Unaudited)
we Fees 512 495
e Salaries 9,607 12,723
10,119 13,218
(o) HAIRAESHRKEBEBANR (c) Period-end balances and transactions with
2 related parties
BEAA=Z+TRHLAXEAR
Six months ended 30 June
—ECEF —E-NF
2020 2019
AR%TFT ARBTF T
RMB’000 RMB000
(REER) (REEEZ)
(Unaudited) (Unaudited)
B SNEI = R g Fi Purchase of R&D service from an associate
- B8 — Shanghai Lide - 29
KB R R EHA Interest income from associates
— bR E - Beijing Ruiye 2,818 1,306
- WL RE — Tonghua Tianshi 1,856 1,519
4,674 2,825

REZRREEERLF 93
EIERE 2020
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HARAER R EEEB AR
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(c)

20. RELATED PARTY TRANSACTIONS (continued)
Period-end balances and transactions with

(c)

2 (&) related parties (Continued)
»
As at
—g-®2F -T-NE
XA=+A +=A=+-F
30 June 31 December
2020 2019
HtaE AREFTT ARETFIT
Notes RMB’000 RMB’000
(REEX) (FeEZ)
(Unaudited) (Audited)
fEUER S AT R —MA%  Amounts due from associates and
1P ERIR ajoint venture
- bR — Beijing Ruiye a 132,738 106,014
- HEILERR ~ Pharmadax (Foshan) 120,000 120,000
-B{ERE ~Tonghua Tianshi b 76,961 75,105
—CHEE ~ Renfang Medical c 2,560 667
- Sihuan Strides - Sihuan Strides 1,931 -
334,190 301,786
JE KBRS 75 5RIE Amount due from a related party
-BEAE — Dr. Che Fengsheng 9,600 9,600

Bt - Notes:

(@) e B A B L SRR R RIA T (a) The receivable from an associate, Beijing Ruiye, was secured by the 15%
LAJE SR8 3 /0 B B b R A equity interest and pledged with the 10% equity interest in Beijing Ruiye's
BRI AR E TR FH10% parent company, Beijing Ruiye Economic Technology Development Co,,
IR 1 B 4R 2 A L 159 AR 4 VE K Ltd. Interest is charged at 5% annually.

o FBREFS%HE -

(b) JEUEE S A BIR(E R BRI FIE(B (b) The receivable from an associate, Tonghua Tianshi, including a loan
EERAE AR 600000007T principal of RMB60,000,000 and interest amounting to RMB16,961,000, was
MF B AR 16961,0007T) J) unsecured and repayable in full on demand. Interest is charged at 4.75%
EIRRARERBHER - IR annually.

BEF475%51E -

(© RS NRC HBEREAR (0) The receivable from an associate, Renfang Medical, was non-interest-
B mEWRARERKER - bearing, unsecured and repayable on demand.

() & U A % {b % Sihuan Strides 7818 (d) The receivable from a joint venture, Sihuan Strides, was non-interest-

RRE - BRI AR EEE

SIHUAN PHARMACEUTICAL HOLDINGS GROUP LTD.
INTERIM REPORT 2020

bearing, unsecured and repayable on demand.
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For the six months ended 30 June 2020

21. FAIR VALUE AND FAIR VALUE HIERARCHY OF

FINANCIAL INSTRUMENTS

The carrying amounts and fair values of the Group’s financial
instruments, other than those with carrying amounts that reasonably
approximate to fair values, are as follows:

REE D¥E
Carrying amounts Fair values
i i
As at As at

“ESBF ZFNF 0 SECRF ZTONR
AA=tHR +ZA=+—-A  XA=t+H +ZA=+-AH

30 June 31 December 30 June 31 December
2020 2019 2020 2019
AEMF AREFT ARMFT AREFIT
RMB’000 RMB000 RMB’000 RMB000
(REBER) (BER) (RBER) (8F2)
(Unaudited) (Audited) (Unaudited) (Audited)
tRAE Financial liabilities
HipfE (MeBHERE)  Other borrowings excluding
lease liabilities 24,000 9,000 24,578 9,045
TERITER Interest-bearing bank borrowings 587,820 - 589,265 -
611,820 9,000 613,843 9,045

EEBDIGRSRESEEY &t
ANE 5 R EMmERERRA S mE ZE N
Mt AE S REMEMEROSHE

BENAFEHREREEERS 268

RZE T EHREA -

SREERAENATFENERRS
77 (8B FREERINEERNR S
FARGHNZTIASTEAR - HEH
/fﬁﬁﬂlﬁﬁi_?_7¢/\ﬂ +H
1E7NE A2 A e

Management has assessed that the fair values of cash and cash
equivalents, financial assets included in trade and other receivables,
financial liabilities included in trade and other payables approximate to
their carrying amounts largely due to the short-term maturities of these
instruments.

The fair values of the financial assets and liabilities are included at the
amount at which the instrument could be exchanged in a current
transaction between willing parties, other than in a forced or
liquidation sale. There were no changes in valuation techniques during
the six months ended 30 June 2020.
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EMITENAFERAFE
& &)

H b2k R BRI R A TE -
ToLAEER « (S ERR K i E HIEE
M) T E B AT E - IR TEEIAR R
SRBHESBE - REMEME KR
—EEEAASHANTRARR
FrEsm AT ES BT H AT FE
j(o

BRAFEFABERIE L MRERE
BWRFE - THiREL IR A R Esk
LRI HZBRE  FRATMBEERE
B HEEREERIETE B
B EENEEETIELRARA
A WHEEBRTELRARAFG
BHEEREE It EEEYHR
FE BB WE - REHEAT
([EV/EBITDA]) B & R B4 ([P/E)) 15
o EHIIAR B AN EEE
BRULBFIEETESE - K BEEHMN
ZA AL RRIREATBERENE
MHZBRZ  fldEREM RRE
ZR 0 FUARE - BIREEANIEL
TRERENHERERNEENTER
FE - EEREGHERASHOMT
DA RREERER A BRI R ) K48
BATELE (CHNGEABEEE
thEmEWER)BAIE I ARE
KA BENEE -

AEBRERIFLTIRE - IPER
WIRITHITNEMER - AEEC®
AMRBSREMERE  RIEHAL
FHRERO T AT S RGEEZ
FHETRENQFE-

21. FAIR VALUE AND FAIR VALUE HIERARCHY OF

FINANCIAL INSTRUMENTS (Continued)

The fair value of other borrowings and interest-bearing bank
borrowings has been calculated by discounting the expected future
cash flows using rates currently available for instruments with similar
terms, credit risk and remaining maturities. The changes in fair value as
a result of the Group’s own non-performance risk for other borrowings
as at 30 June 2020 were assessed to be insignificant.

The fair values of unlisted equity investments designated at fair value
through profit or loss have been estimated using a market-based
valuation technique based on assumptions that are not supported by
observable market prices or rates. The valuation requires the directors
to determine comparable public companies based on industry, size,
leverage and strategy, and to calculate an appropriate price multiple,
such as enterprise value to earnings before interest, taxes, depreciation
and amortisation (“EV/EBITDA”) multiple and price to earnings (“P/E")
multiple, for each comparable company identified. The multiple is
calculated by dividing the enterprise value of the comparable company
by an earnings measure. The trading multiple is then discounted for
considerations such as illiquidity and size differences between the
comparable companies based on company-specific facts and
circumstances. The discounted multiple is applied to the
corresponding earnings measure of the unlisted equity investments to
measure the fair value. The directors believe that the estimated fair
values resulting from the valuation technique, which are recorded in
the consolidated statement of financial position, and the related
changes in fair values, which are recorded in the consolidated
statement of profit or loss and other comprehensive income, are
reasonable, and that they were the most appropriate values at the end
of the reporting period.

The Group invests in unlisted investments, which represent wealth
management products issued by banks in Mainland China. The Group
has estimated the fair value of these unlisted investments by using a
discounted cash flow valuation model based on the market interest
rates of instruments with similar terms and risks.

SIHUAN PHARMACEUTICAL HOLDINGS GROUP LTD.

INTERIM REPORT 2020
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21. FAIR VALUE AND FAIR VALUE HIERARCHY OF

FINANCIAL INSTRUMENTS (Continued)

Set out below is a summary of significant unobservable inputs to the
valuation of financial instruments together with a quantitative
sensitivity analysis as at 30 June 2020 and 31 December 2019:

& @)
TXHEIIAR_E_ZEFA=+THEK
- NWFE+_A=+—HB&@T
BEFENTEERMELSMZERT
AER2HBE -

1. FEETRERR
&

1. Unlisted equity
investment

2. ELbTHER
BE

2. Unlisted equity
investment

3. FELTRER
wE

3. Unlisted equity

investment

4. FEEmHEE
"E

4. Unlisted equity
investment

fRER %
Valuation
technique

(CYEREE S

Valuation
multiples

HEREK

Valuation
multiples

HERE

Valuation
multiples

BEIRRE
MEIE

Discounted cash
flow method

REBTET MRS T HRBIERRL
RIEAMEG2HEENKETCERS
LAZ B R @ E RIS o

EXTABESH
Significant
unobservable input

[R1THYF G T R R
R

Average Price-to-Book
Ratio multiple of peers

RITTHYF G AR

(=1 2

Average Price-to-Book
Ratio multiple of peers

4789 B
{88

Average Price-to-Book
Ratio multiple of peers

FREF R

Discount rate
perannum

DNTHEHSBNRRE
Sensitivity of fair
value to the input

BEES% (—TE-NAF+_A=+—H : 5%)
A gBEAFEL N H 5%
—E-NEFE+ZA=+—H:5%)
5% (31 December 2019: 5%) increase/decrease in
multiple would result in increase/decrease in
fair value by 5% (31 December 2019: 5%)

BHEH S (ZE—NAF+ZA=+—08 : 5%)
0w A gBEAFEE R 5%
ZE-NAFFTZA=1+—H :5%)

5% (31 December 2019: 5%) increase/decrease in
multiple would result in increase/decrease in
fair value by 5% (31 December 2019: 5%)

B S% (ZE-NAF+T-A=+—H :5%)
E R e EHR AT EIL R 5%
(ZB-NAF+ZA=+—8H : 5%)

5% (31 December 2019: 5%) increase/decrease in
multiple would result in increase/decrease in
fair value by 5% (31 December 2019: 5%)

BEEN5% (ZE—NF+_A=+—H :5%)

B, m A e BB A AR 13%
—T-nF+= ﬂ—+*E'B%&
NEEZ N 16% —NF

+=-—A=+—8": 6%)

5% (31 December 2019: 5%) increase/decrease in
multiple would result in decrease in fair value
by 13% (31 December 2019: 13%) and increase
in fair value by 16% (31 December 2019: 16%)

The discount for lack of marketability represents the amounts of
premiums and discounts determined by the Group that market
participants would take into account when pricing the investments.
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21. ERMTANAFERATVE

& &)

AFEER
TE2NAEES BT EHAFE
BEMR :

FINANCIAL INSTRUMENTS (Continued)
Fair value hierarchy

21. FAIR VALUE AND FAIR VALUE HIERARCHY OF

The following tables illustrate the fair value measurement hierarchy of

the Group's financial instruments:

ASSETS MEASURED AT FAIR VALUE:

R=Z=ZF:A=+H As at 30 June 2020
BUTREHBATE
Fair value measurement using
WEBME EATHEE EAXAFTEE
BB 28 2%
(8—#) (B=#) (=) @t
Quoted prices Significant Significant
in active observable unobservable
markets inputs inputs
(Level 1) (Level 2) (Level 3) Total
ARBFR ARETT ARMTT ARETT
RMB’000 RMB’000 RMB’000 RMB’000
(REER)  (RRER) (REER)  (REEXR)
(Unaudited)  (Unaudited) (Unaudited) (Unaudited)
BRATFEFABEN Financial assets at fair value through
SREE: profit or loss:
BATERENELT Unlisted equity investments,
R E at fair value - - 165,720 165,720
BMER Wealth management products - 420,851 - 420,851
- 420,851 165,720 586,571
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FINANCIAL INSTRUMENTS (Continued)
Fair value hierarchy (Continued)
ASSETS MEASURED AT FAIR VALUE: (Continued)

As at 31 December 2019
BUATSEAEATE

Fair value measurement using

WEEME  EAUEE EXTAER

21. FAIR VALUE AND FAIR VALUE HIERARCHY OF

ZBE 2% 2%
(B—#) (B=H) (B=%&) st
Quoted prices Significant Significant
inactive observable  unobservable
markets inputs inputs
(Level 1) (Level 2) (Level 3) Total
ARETT ARETT ARETFT AREFT
RMB000 RMB000 RMB000 RMB000
(R&EZ) (REZ) (R&EZ) (fe&ER)
(Audited) (Audited) (Audited) (Audited)
BATEF ABEL Financial assets at fair value through
SREE profit or loss:
BRATEFENE LT Unlisted equity investments,
B E at fair value - - 174,220 174,220
BHEM Wealth management products - 148,336 - 148,336
- 148,336 174,220 322,556

B BRI A TES BN

T

period are as follows:

The movements in fair value measurements within Level 3 during the

—ECEF ZZE-NF
2020 2019
AR¥FT ARBTFT
RMB’000 RMB000
(REEZ) (REEERZ)
(Unaudited) (Unaudited)
RN EFABTZRAREIRE ¢ Equity investments at fair value through
profit or loss:
n—H—H At 1 January 174,220 181,783
SFABRKRIEEEEBENEE Assets included in a discontinued operations
(Mtet13) (Note 13) (8,500) -
HBE Purchases - 7469
RAA=1AH At 30 June 165,720 189,252
%Eﬁﬁ%ﬂﬁiﬁﬁﬁﬂa 99
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EMITENAFERAFE
& &)

AFEERE)
BEAFEFENEAE :

RZE-FEFXA=+BER-ZT—H
F+-A=+—08 AEEHETH
BATEFEMNS/]AE -

REZEZZE-_ZFA=THIEAHE
A pemiEEke@RaEms  #©
EATEFEEE—RNE_L2ME
s TEEARENE-L (A
TE-RAERNA=ZTHIEANEA:
=) o

HREHRSEH
R-ZZE-ZEZFNAZ-+—H  WERE
HEBUE=F)EFN(ARE)E
VR BR AR ([T ARE]) (51
BEY(8m) BERERAT) (K
AE—EEE2EWNBAG) LR
Eipa o REEIMTARES £1860%
KR #E - BRES LB ARKES000
BEIT(HEERY872BEB ) °
E—SHEBRLHARRBHA-T
—EENAZFT=ZHRETFE)N
AZ+HBE/RRE -

BB

FeB TR AR A B R 2
A REETENRS)  WMAH
ME R L EBER LB MRS
=

BT R 3R

KRG Z T HI R A S mER N =
EoEFNATHEBEEESUE
N RET)E -

INTERIM REPORT 2020

21.

22,

23.

24.

FAIR VALUE AND FAIR VALUE HIERARCHY OF
FINANCIAL INSTRUMENTS (Continued)

Fair value hierarchy (Continued)

LIABILITIES MEASURED AT FAIR VALUE:

The Group did not have any financial liabilities measured at fair value as
at 30 June 2020 and 31 December 2019.

During the six months ended 30 June 2020, there were no transfers of
fair value measurements between Level 1 and Level 2 and no transfers
into or out of Level 3 for both financial assets and financial liabilities (six
months ended 30 June 2019: Nil).

EVENTS AFTER THE REPORTING PERIOD

On 21 August 2020, two investors, independent third parties, entered
into a subscription agreement with Xuanzhu (Shijiazhuang)
Biopharmaceutical Co., Ltd (“Xuanzhu Shijiazhuang”) (formerly known
as Xuanzhu (Hainan) Biopharmaceutical Co., Ltd.), an indirect wholly-
owned subsidiary of the Company, to subscribe an aggregate of
18.60% equity interest in Xuanzhu Shijiazhuang for a total
consideration of RMB800.0 million (equivalent to approximately
HK$897.2 million). For further details, please refer to the
announcements of the Company dated 23 August 2020 and 24 August
2020.

COMPARATIVE AMOUNTS

The comparative interim condensed consolidated statement of profit
or loss and other comprehensive income has been re-presented as if
the operations discontinued during the current period had been
discontinued at the beginning of the comparative period.

APPROVAL OF THE FINANCIAL STATEMENTS

The unaudited interim condensed consolidated financial statements
were approved and authorised for issue by the board of directors on 25
August 2020.

SIHUAN PHARMACEUTICAL HOLDINGS GROUP LTD.
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