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Founded in 2001 and listed on the Main Board of The Hong Kong Stock
Exchange Limited in 2010, Sihuan Pharmaceuticals Holdings Group Ltd. (”Sihuan
Pharmaceutical” or the “Company”, together with its subsidiaries the "Group”)
(Stock Code: 00460.HK) is an international pharmaceutical company led and driven by
both innovation and generic, with an independent and leading independent research
and development ("R&D") technology platform, a rich global product pipeline and a
mature and excellent sales system. Focusing on high-growth therapeutic areas such
as oncology, metabolic diseases, medical aesthetics, anti-infectives, digestive system,
cardiovascular and cerebrovascular, Sihuan Pharmaceutical is building a leading
medical aesthetics and biopharmaceutical leader in China with a two-wheel drive
strategy of independent innovation and research and incubation to cultivate high-
growth new businesses.
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MANAGEMENT DISCUSSION AND ANALYSIS

Industry overview

In the first half of 2021, even though the impact of the COVID-19 pandemic
remained and social and economic activities were still restricted, all industries have
taken challenges constantly in the midst of risks, sought opportunities, broken the
limits and opened new chapters of development.

In the first half of 2021, the National Healthcare Security Administration continued to
promote a series of policies such as the adjustment of the National Reimbursement
Drug List (“NRDL") and the new batches of centralised quantity procurement of
generic drugs, the pharmaceutical industry continued to adjust, and industrial
upgrading and innovation transformation were further promoted. Moreover, with the
increasing support of national policies for pharmaceutical innovation, the speed of
launching new drugs has been accelerated, further driving the booming development
of the innovative drug industry, especially the independent innovation path.

During the period, the medical aesthetics industry has been attracting attention
from the capital market under the guidance of the “beauty economy” and the new
investment opportunities in consumption sector, which has led to increased mergers
and acquisitions in the industry and a booming market. As the market's attention
to the medical aesthetics industry increases, regulators are gradually increasing
their supervision to promote the industry’s development towards formalisation and
standardisation, which will benefit formal and leading companies in the long run.

Under the circumstances, by virtue of its forward-looking layout in the fields of
medical aesthetics and innovative pharmaceuticals in the early years, even when
the Group's traditional main business has encountered policy and environmental
disturbances in recent years, the Group has successfully achieved the transformation
into a medical aesthetics and high quality pharmaceutical company. With a decade
of sharpening the sword that has resulted in a magnificent transformation, a new

chapter of “beauty” has been opened when the hard time is over.
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The Group has been adhering to its overall strategic objective of “building a
leading medical aesthetics and biopharmaceutical enterprise in China through
innovation and promoting a two-wheeled strategy of Sihuan medical aesthetics and
biopharmaceuticals”, and has laid out and meticulously incubated five major R&D,
production and marketing platforms in advance. The Group continued to exert its
strength in the pharmaceutical business, the innovative drug platform Xuanzhu
Biopharmaceutical Co., Ltd. (“Xuanzhu Biopharm”) ushered in an explosion, and
innovation-driven continued to increase; Jilin Huisheng Biopharmaceutical Co., Ltd.
("Huisheng Biopharmaceutical”), which focuses on full solutions of diabetes
and complications, developed rapidly with core products achieving rapid progress.
the generic drug R&D platform continued to promote product cultivation speed, a
number of products were approved, evidence-based medicine research continues to
advance, helping products return to the NRDL; the comprehensive, professional and
efficient academic marketing platform provides strong “monetization” capabilities
after new product launch.

In addition, a number of high-quality new businesses carefully incubated by the
Group will simultaneously lead in multiple fields. The blockbuster product exclusively
distributed by the Group’s medical aesthetics platform Beijing MeiYan Konglian
Biology Medicine Co., Ltd. (“MeiYan Konglian”), the South Korea's No. 1
botulinum toxin product “Letybo®”, was officially approved for launch in China at
the end of 2020. Sihuan medical aesthetic platform has thus become one of the first-
tier medical aesthetics platform in China. Subsidiary Jilin Kangtong Pharmaceutical
Group Co., Ltd. ("Jilin Kangtong”), an active pharmaceutical ingredients (“APIs")
platform, will give full play to Sihuan Pharmaceutical’s advantages in the entire
chemical generic drug industry chain and the integrated strategy of “APIs + contract
development and manufacturing organization (“CDMO") + formulation”, and is
committed to becoming a pharmaceutical intermediate and an integrated CDMO
leader in the fields of APIs and high-end preparations. Subsidiary Jilin Sihuan Aokang
Pharmaceutical Co., Ltd. (“Aokang Yaoye”) has obtained the only high-content
cannabidiol ("CBD") scientific research planting qualification for industrial hemp in
Jilin Province, and will continue to make efforts in the field of high-quality modern
Chinese medicine.

6 VY 3% B8 B4 i 5 B 45 R A 7] SIHUAN PHARMACEUTICAL HOLDINGS GROUP LTD.
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MANAGEMENT DISCUSSION AND ANALYSIS

Group Performance

In the first half of 2021, the Group advanced its two-wheeled strategy of promoting
Sihuan medical aesthetics and biopharmaceutical at full speed, continued to increase
investment in R&D, actively promoted the pace of product introduction, continued
to improve the industrial layout, improved the business and product structure, and
optimized the level of corporate operation and control. After the operation and
implementation of various tasks in the first half of the year, the two-wheel drive
strategy delivered excellent results: in the medical aesthetics business, the botulinum
toxin product, Letybo®, has been officially launched and sold in February this year,
which has not only been widely recognized by the market for its cost effectiveness
and high quality, but also brought positive contribution to the Group’s results; in
the innovative drugs and biosimilars segment, a number of products have achieved
positive clinical progress breakthroughs, further ensuring the pace of product
launches. The generic business continued its high—efficiency and high—quality research
and development rhythm, and a number of products were successively approved,
which continued to drive the Group’s business development into an upward cycle
and further implemented the Group’s strategic goal of building a leading medical

aesthetics and biopharmaceutical company in China driven by innovation.

For the six months ended 30 June 2021 (the “Period”), the Group recorded a total
revenue of RMB1,907.2 million, representing an increase of 80.9% over the total
revenue of RMB1,054.5 million for the same period in 2020. This increment was
mainly due to the Group’s new business segment, the medical aesthetic medicine
segment, which started selling Letybo®, the number one selling botulinum toxin
product in South Korea for five consecutive years, after the Al launch conference of
Letybo® in February 2021 and contributed to the Group’s overall results. During the
period, the medical aesthetic medicine segment recorded a revenue of RMB257.9
million. In addition, the Group’s generic medicine segment recorded a revenue of
RMB1,190.7 million from products not included in the National Key Drug List for
Monitoring and Prescription Control (Chemical and Biological Products) (“non-
Key Monitoring List Products”), representing a year-on-year increase of 122.0%
over the same period in 2020 and accounting for 78.9% of the total revenue of the
generic medicine segment during the Period, a significant increase of 19.2 percentage
points over the 59.6% in the same period in 2020. It once again confirms that the
Group’s non-Key Monitoring List Products which accounted for a relatively high
proportion of the Group’s revenue achieved high growth, and the Group has entered

the turning point of its performance results in pharmaceutical sales.

During the Period, the Group achieved a gross profit of RMB1,467.1 million,
representing an increase of 86.6% over the gross profit of RMB786.1 million for the
corresponding period in 2020, mainly due to the significant growth in the revenue
side.

1 B # 25 INTERIM REPORT 2021 7



BEE R kT

MANAGEMENT DISCUSSION AND ANALYSIS

HA - ASBERARBBELEEB ZHNA
HAMARKSUM2EETL BT _ZF R
HREFBEEER 2 BNEMNARE168.7
BEITIER2522%  BEMAFEF31.2% ¢
BT _TFREBAMMLETE16.0%ME LB FT
EA - EZRAEE R KGN EF K EE
5 0 AR S R AT X A3 R B 4B U i
HY 38 SR AR T EK o

%mv$%lmﬁ%ﬁ§%AEMB%§

BRI ZTFRBNAERIARE
300.9E%ﬁ$ﬁttiﬂ1o.9% T FERAKE
B BE AR R N % [ = SR ANER RINER BR R & B
B MERIEF LA HPAEEET
BB ENHETaTTENERAD
MR AARMISIFEL  HAAEHEL
EEE RN MWNE LRI RAR
IEE#TTH 5 A (INDA]) R E#H -
SE B % HA T AR MO CDKA/6 H I B i 28 75 JE IE
EHBEETMMERIK 0 B TNERR RO
FEEYMETaEAEDMERANHEFRX
BARE105.48 BT - 11585 BN HFE
HRR A BB LT - %Eﬁﬁ@ﬁ%%&
TR RAR  PISRSEF56RK - P
%%%%w&%ﬁ&ﬁ%%%%w&%ﬁa
STAINEAER R A58 - BRI ST A REA LY
EARNME=ZFANSELREMEARE
K ETEE -

A AEBEBERARAEAS ARG ERA

R&61M4B8E8BT BR-_ZT_TFRHMNAEAR

FEA ARMEEFAREI50.08 BT ARIE
£i#307.6% TE2E AWM A KIFE KL KD
FMEOAEER(EFBEEBEENEBLETR
MEBOFMBER) - HAE—ZEAR®KS9.28
B —RERAAR  ARHERS KT
IR B Sz 9 HA 7 3 3R K08 1K B A8 UK 55 A 35 R Y
BEREFMB-B{RN BREXBFAAR

o4 (ZE_ZFRBPAEERAFARE
1.589)
HE-_Z-—FXA=1+8 Z%£EHNRER

BeEEYMEVERNHARKES301E5E
7T m@ﬁéﬁﬂﬁﬁ&ﬁmﬁﬁm&ﬁ&

SEYMBHERRFTHAR4L,470.2
E%ﬁ $¢@mﬁﬁﬁﬁ$&i(%%ﬁ
IAARNEHEB AEEER B D) B8.5% -
#F%%ﬁuo$¢l%%#£+ iR -

During the Period, the Group achieved a profit for the Period from continuing
operations of RMB594.2 million, representing an increase of 252.2% as compared
to the profit for the same period in 2020 from continuing operations of RMB168.7
million; the overall net profit margin was 31.2%, representing an increase as
compared to the net profit margin of 16.0% for the same period in 2020, mainly
due to the significant growth of the Group’s revenue and gross profit, and the lower
growth rate of R&D expenses and administrative expenses as compared to the growth
rate of total revenue in the Period.

During the Period, the Group’s R&D expenses amounted to RMB333.6 million,
representing an increase of 10.9% as compared to the R&D expenses of RMB300.9
million for the same period in 2020, mainly due to the increasing R&D expenses
year by year as a number of products in the pharmaceuticals segment entered phase
Il and phase Il clinical trials. Among them, the Group’s oncology innovative drug
R&D platform, Xuanzhu Biopharm, spent RMB98.9 million on R&D during the Period,
of which Anarazol sodium for the treatment of peptic ulcer has completed phase
Il clinical trials and is under preparation for new drug application (“NDA") filing,
and Birociclib, a CDK4/6 inhibitor for the treatment of advanced breast cancer
is conducting single-agent registrational clinical trial. The Group’s diabetes and
complications drug platform, Huisheng Biopharmaceutical, spent RMB105.4 million
on R&D during the Period. The new Class 1.1 drug, Janagliflozin has completed
phase Il clinical trials, the fourth-generation insulin degludec injection is conducting
phase Il clinical trials, and the insulin aspart injection, the insulin aspart 30 injection
and insulin aspart 50 injection have finished phase Ill clinical trials. It is expected that
Xuanzhu Biopharm and Huisheng Biopharmaceutical will have a number of products
available for NDA filing and market launching in the next two to three years.

During the Period, the Group achieved a profit attributable to owners of the
Company of RMB611.4 million, representing a significant increase of over 307.6%
over the profit attributable to owners of the Company of RMB150.0 million for
the same period in 2020, mainly due to the combination factors of significant
increase in profit from the substantial increase in revenue (which included the new
profit contribution from the new medical aesthetics business), the one-off income
of RMB59.2 million during the Period, and the fact that the growth rate of R&D
expenses and administrative expenses for the Period was significantly lower than
the growth rate of total revenue. During the Period, basic earnings per share were
RMB6.46 cents (compared to earnings per share of RMB1.58 cents for the same
period in 2020).

As of 30 June 2021, the Group's cash and cash equivalents plus wealth management
products amounted to approximately RMB5,310.1 million, and the total amount of cash
and cash equivalents plus wealth management products, net of interest-bearing bank
borrowings and other borrowings, was approximately RMB4,470.2 million. The Group's
debt to capital ratio (i.e. a percentage of borrowings divided by equity attributable
to owners of the Company) was 8.5%, which remained low. The Group’s financial
position is very solid.

8 VY 3% B8 B4 i 5 B 45 R A 7] SIHUAN PHARMACEUTICAL HOLDINGS GROUP LTD.
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MANAGEMENT DISCUSSION AND ANALYSIS

Business Review

1.

Sihuan Medical Aesthetics: Dedicating to Building China’s
Leading Medical Aesthetics Company

With the rise of the “beauty economy” in recent years comes the release of
demand for medical aesthetics, China's medical aesthetics market reached
nearly RMB200 billion in 2020, and the proportion of non- or minimally-
invasive medical aesthetics will continue to rise. Botulinum toxin has become
one of the most popular non- or minimally-invasive medical aesthetics products
among consumers in China due to its effectiveness in wrinkle reduction,
sculpting and lifting. And due to the scarcity of botulinum toxin products in the
domestic market, with only four officially approved products, botulinum toxin
has a good market competitive pattern in China and is expected to maintain

high growth.

In October 2020, Letybo® 100U (trade name: Letybo®), an injectable type A
botulinum toxin manufactured by Hugel, a South Korean biopharmaceutical
company, and which is exclusively distributed by the Group, was officially
approved by the NMPA. This product becomes the fourth type A botulinum
toxin approved in China and the first of its kind from South Korea. In February
2021, the Group held the China Al launch conference of Letybo® and
commenced sales in Mainland China. The Al launch conference of Letybo®
was simultaneously live broadcast on seven major platforms, namely SoYoung,
Yizhibo, Guang, MEVOUS, Futu, WIND and Gelonghui, with more than 5
million online viewers and over 600 investors’ continuous attention. At the
same time, more than 3,000 medical aesthetics institutions in 31 provinces
and cities in Mainland China participated in the online interaction, and more
than 1,000 institutions reached purchase intentions during the live broadcast
of Al launch conference, completing a 10-year market development path for
similar imported products, with unprecedented presence and laid a broad and
good foundation for subsequent sales. During the Period, Letybo® has achieved
a revenue of approximately RMB257.9 million. As of the end of July, Letybo®
has achieved a coverage of over 1,800 medical aesthetics institutions, of which
nearly 400 are among the top 500 medical aesthetics institutions. The Group
is confident that it will achieve its target of covering 3,000 medical aesthetics
institutions by the end of the year and achieve its goal of capturing 30%

market share of the botulinum toxin market in China within three years.
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In the sales and marketing of Letybo®, the Group has been actively working
on a number of initiatives. Targeting the Z-era consumers between the ages
of 18 and 30, which is currently the largest consumer group in the Chinese
medical aesthetics market, Letybo® is positioned at young, fashionable and
affordable luxury to further meet consumer needs and gain market recognition
for its superb value for money. At the same time, to consumer side, the Group
continues to cultivate on various new media and channel platforms to reach
consumers and assist medical aesthetics institutions in attracting traffic, so as
to efficiently enhance brand volume; to business side, the Group continues
to conduct activities such as training conferences to doctors and distribution
agents. Moreover, through the online mini-app, Le Yan Academy, the Group
breaks the time and geographical barriers to facilitate real-time communication,
sharing and learning among medical aesthetics institution operators,
consultants and doctors. With the two-pronged approach of online and offline,
the Group not only has effectively promoted the Letybo® product, but also “To
C" with medical aesthetics institutions and empowered them to co-operate in
the beauty economy ecosystem.

According to industry data, the market size of botulinum toxin products in
China was approximately US$600 million (approximately RMB4 billion) in
2019, with a penetration rate of less than 2% of the overall medical aesthetics
market in China, and there is still a large unmet demand in the market.
However, as the number of beauty lovers in China continues to increase and
consumers’ spending power and willingness to spend continues to rise, there
is a high level of acceptance of foreign, especially South Korean medical
aesthetics technologies and products, representing huge market potential. In
terms of global medical aesthetics, especially in countries and regions where
medical aesthetics is more developed and well established, non- or minimally-
invasive medical aesthetics is gradually becoming the mainstream choice in
the medical aesthetics sector, with botulinum toxin being the most popular
among consumers. In the long run, although the current medical aesthetics
market in China is still dominated by surgery, the development trend of
medical aesthetics in China is in line with other medical aesthetics markets,
that with the rapid development of non- or minimally-invasive medical
aesthetics in China and the trend of younger consumers, as well as the gradual
implementation of consumer education, it is believed that the botulinum toxin
market in China will grow rapidly. According to market forecasts, by 2025, the
market size of botulinum toxin in China will surpass that of hyaluronic acid,
reaching a scale of more than RMB12.5 billion.
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Hugel is a well-known and leading manufacturer of anti-aging products
in South Korea and Asia, with a high reputation in South Korean non- or
minimally-invasive medical aesthetics sector. Letybo® as Hugel's leading
product, has been the No. 1 in sales in the South Korean botulinum toxin
market for 5 consecutive years from 2016 to 2020, with a market share of
approximately 50%. In October 2020, Letybo® (Letybo® 100U) was officially
approved by the NMPA. It became the fourth type A botulinum toxin to be
approved in China, and the first of its kind from South Korea. Since its launch
in China, Letybo® has been rapidly expanding in brand volume and has gained
high market recognition and attention. Its high—quality, high-effectiveness
and high—safety features have been recognised by the industry and doctors.
Through strict quality control, Letybo® maintains a stable and long-lasting
potency in each product and is characterised by high purity, containing 99.5%
of 900kDa active protein, which is much higher than the industry’'s purity
requirement, guaranteeing clinical efficacy and low antibody production rate.
In addition, in the multicentre randomised double-blind phase Ill clinical trials
comparing to Botox led by Professor Li Qingfeng of Shanghai Ninth People’s
Hospital, Letybo® was proven to be non-inferior to Botox, i.e. Letybo® has the
same clinical efficacy, maintenance time, safety and efficacy as the approved
Botox. At the same time, the short injection time, painless injection procedure,
rapid effect and short minimally-invasive wound recovery period of Letybo®
products do not affect the daily work and life of consumers, thus to quickly
gain recognition from the pharmaceutical industry and consumers.

With the gradual expansion of the market scale of medical aesthetic products
in China, Sihuan’s medical aesthetics platform will also lay out medical
aesthetic products in multiple areas to create a complete product matrix, and
combine Sihuan’s global resources and top products to provide professional
anti-aging services and treatment programs to cover the whole life cycle needs
of beauty lovers. In the future, the Group will build up a product line with a
focus on anti-ageing non- or minimally-invasive medical aesthetic products,
such as hyaluronic acid, PLLA injections, PCL injections and lipolysis drugs,
and introduce in and combine with overseas approved products and high-end
products from our partners, such as optoelectronic devices, lifting lines and
other devices.
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During the Period, the Group has entered into an exclusive distribution
agreement to introduce two types of products, namely absorbable suture and
incontinence sling kit, of Dongbang Medical Co., Ltd. of South Korea to China.
Both products have been approved in the PRC and are ready for sale. The
inclusion of these two types of products into the Group’s medical aesthetic
platform not only enriches and expands the product portfolio, but also
demonstrates the Group’s product layout strategy towards diversification and
internationalisation. The Group is expected to expand the market recognition
of its products and brands through the implementation of marketing projects
and also through reasonable pricing.

According to market research data, currently in the Chinese market, the
number of cases of liposuction, body fat transplantation and facial fat filling
is approximately 2 million cases per year, of which liposuction accounts for
more than 60% and fat transplantation and filling accounts for approximately
40%, and is growing at a rate of more than 20% per year. It is expected that
the China body contouring market is expected to exceed RMB100 billion by
2030. During the Period, Meiyen Laboratory Inc, an American subsidiary of the
Group, has entered into a strategic cooperation with the American company
Genesis Biosystems recently, and obtained the exclusive distribution right for its
LipiVage® fat collection system in Greater China (mainland China, Hong Kong,
Macau, Taiwan) and South Korea. The LipiVage® fat collection system is an
innovative product with independent and ready-to-use two-step fat collecting,
cleaning and transferal system, which is easy to operate and has mild effects.
It is safe and convenient as an equipment with aseptic packaging, and is the
improved version of the conventional negative pressure liposuction technology.
Under the extraction with low negative pressure, the fat tissue is extracted into
the vacuum pipe, and the fat cells, tumescent fluid and lipids are separated
directly through the defecator in the pipe. In such manner, the fat cells can be
obtained in an enclosed and aseptic environment, while the time for processing
the fat tissue can be reduced. The fat cells are under protection by avoiding
destructive gravity effects of centrifugation, and the fat cells so collected can
be transferred and injected immediately, which saves a lot of time. Besides,
LipiVage® provides a cleaning option. By putting the collection cannula into
the selected washing solution and turning on the aspirator, the solution will
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MANAGEMENT DISCUSSION AND ANALYSIS

wash the fat, leave the defecator and then enter the waste solution tank, with
washed fat in the defecator ready for injection. This technology improves the
survival rate of fat transplantation to 80% to 90%. This strategic cooperation
between the Group and the American company Genesis Biosystems on
LipiVage® fat collection system is expected to help the Group further expand
its pipeline for medical aesthetic products, improve the Group’s comprehensive
strength in the surgical medical aesthetic field, and greatly enhance the
Group's core competitiveness.

Apart from distributing botulinum toxin Letybo® and a number of overseas
medical aesthetic products, the Group places great emphasis on independent
product R&D and transformation. The Group has set up a medical aesthetic
product research institute in Southern California, USA to research and develop
new overseas medical aesthetic technologies with high technical barriers and
manufacture them domestically to fully utilise the synergies of combining
international technology and local manufacturing to create Sihuan Medical
Aesthetic’s own quality medical aesthetic product pipeline. In addition, the
Group is also conducting independent research and development of medical
aesthetics products in China. Currently, there are more than 10 products under
development, including PLLA injections, PCL injections, collagen-based products
and lipolysis products, etc. All of the above distributed and self-developed
medical aesthetic products are expected to be approved and launched in the
next 3 to 4 years, and together with botulinum toxin Letybo®, they will form a
medical aesthetic product matrix to better serve institutions and consumers.

Pharmaceutical business: Adhering to innovation to
lead the strategic transformation to an international
biopharmaceutical leader

With the pharmaceutical business segment as the cornerstone of our
corporate value, the Group has been striving to transform into an international
biopharmaceutical leader by leveraging on our technological reserves, R&D
platform, channels and brands, and insisting on innovation as our leader.
The Group has established an innovative drug R&D platform represented
by Xuanzhu Biopharm, a biosimilar R&D platform represented by Huisheng
Biopharmaceutical, and a high-end generic drug R&D platform represented by
Aohe Research Institute, and continues to enrich its pipeline of quality self-
developed products to achieve full coverage in a number of major therapeutic
areas.
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With the Group’s own highly efficient R&D, production and marketing
platforms, the Group has formed strong synergies within several platforms.
The Group has the ability to “monetise” new product and drive rapid
penetration of existing products by leveraging on a production platform with
high efficiency, low cost and full coverage of various dosage forms and a
comprehensive, professional and efficient academic marketing platform.

2.1 Xuanzhu Biopharm: Building an international
biopharmaceutical company by insisting on
independent innovative drug development, from
fast follower to first-in-class

Innovation-driven, transformation and upgrading is one of the
Group’s most important development drivers. Unlike other emerging
biotechnology and pharmaceutical companies, the Group’s innovative
drug R&D platform Xuanzhu Biopharm owns abundant and leading
independent R&D and continuous innovation capabilities. Xuanzhu
Biopharm has always adhered to the development strategy of
independent innovation and R&D and continuously increased project
introduction and export in its establishment and development over the
past 10 years. The company has grown into a domestic first-in-class
innovative drug R&D company with two platforms for small molecules
and large molecules with independent R&D capabilities, further achieving
the strategic goal of building an international biopharmaceutical
company.

Xuanzhu Biopharm has always adhered to its own R&D path and has
the ability to continuously innovate. Its two R&D platforms, namely
small molecule and large molecule, have complete R&D capabilities from
pre-clinical development to clinical development, industrialisation and
commercialisation. Its products are basically self-developed and do not
rely on license-in or contract research organisations (CRO), which gives it
the ability for continuous innovation and production.
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At present, Xuanzhu Biopharm has an extensive product pipeline
with over 25 products under development, focusing on a number of
therapeutic areas such as oncology, metabolism, anti-infection and
digestion, and is committed to the development of Class 1.1 innovative
drugs, among its pipeline, 2 products will soon be filed for NDA, and 11
products have entered the clinical phase | to lll, with a balanced layout
and coverage of long, medium and short pipelines.

In the oncology field, Xuanzhu Biopharm focuses on two major diseases:
breast cancer and lung cancer. In breast cancer, Xuanzhu Biopharm has
made a comprehensive layout for the main targets of breast cancer, and
is the most comprehensive company in the breast cancer track in China.
Its flagship product, Birociclib, is an independently developed CDK4/6
inhibitor for advanced breast cancer, and is the first CDK4/6 inhibitor
to conduct a single drug end-line registrational clinical trial in China.
Xuanzhu Biopharm’s Birociclib follows the product which has the best
efficacy among the 3 major CDK4/6 species currently sold overseas. It is
effective as a single agent, and can be administered continuously and
can cross the blood-brain barrier, and is expected to be the only single
agent effective for hormone receptor-positive (HR+) end-line patients
in China after its launch. During the Period, Birociclib is in the single-
agent registrational clinical trial, and its concurrent clinical studies of
2nd and 1st line therapy in combination with fulvestrant and Al have
completed phase | clinical trials, the 2nd line therapy in combination with
fulvestrant has entered phase Il clinical trials. In addition, to accompany
Birociclib, Xuanzhu Biopharm has introduced in the Chinese rights of
fulvestrant, and is expected to proceed with an abbreviated new drug
application (ANDA) in 2022, with an overall progress among the top
three in China. In addition, for HER2+ patients, Xuanzhu Biopharm also
has three large molecule biologic drugs in its pipeline, two of which are
highly innovative and are the next-generation innovative drugs for HER2
targets, namely KM257, an HER2 bispecific antibody targeting moderate
to high HER2 expression, and KM254, an HER2 bispecific antibody drug
ADC targeting low to moderate HER2 expression. Among them, KM254
is the leading bispecific antibody drug conjugates (“ADC") in China
and the first patent-pending bispecific ADC in China, which has the
potential to be a first-in-class drug. In addition, Xuanzhu Biopharm is
also preparing to introduce a pipeline for triple negative breast cancer.
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In non-small cell lung (NSCL) cancer, Xuanzhu Biopharm covers the major
targets of EGFR, ALK/ROS1 and NTRK/ROS1. XZP-3621, a dual targeted
ALK/ROS1 inhibitor, has entered the single-agent registrational clinical
trials for the end line indication, and will commence phase Il clinical trial
for the first line indication; XZP-5955, a new class | drug self-developed
by Xuanzhu Biopharm for the treatment of ROS1 fusion and mutation
NSCL cancer and NTRK fusion and mutation locally advanced/metastatic
solid tumours, has received the notice for drug clinical trial approvals
and entered into phase | clinical trials during the Period. The product
is expected to become the core product of a second generation dual-
targeted tyrosine kinase inhibitor of NTRK and ROS1 with independent
property rights in China.

In solid tumours, Xuanzhu Biopharm also has a dozen undisclosed
large and small molecule products in pipeline, including very innovative
preclinical assets with first-in-class potential such as protein degradation,
which are progressing steadily according to plan.

In addition, in the field of digestion, Xuanzhu Biopharm’ self-developed
Anaprazole sodium has completed phase Ill clinical trial and is ready to
apply for NDA. Anaprazole sodium is the only self-developed proton-
pump inhibitor (PPl) in China, and its safety and symptom relief are
better than those of similar products. In the field of anti-infection,
China’s first independent innovative carbapenem antibiotic, Benapenem,
has completed clinical phase Il and is ready to enter clinical phase IIl.
Benapenem is independently developed by Xuanzhu Biopharm and
possesses fully independent intellectual property rights. In the field
of metabolism, Xuanzhu Biopharm'’s self-developed new class | FXR
inhibitor XZP-5610 for the treatment of non-alcoholic steatohepatitis
(NASH) has received the notice for drug clinical trial approvals and
entered into clinical phase | during the Period.
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Behind such an extensive product pipeline and strong independent
R&D capabilities, Xuanzhu Biopharm has a wealth of hardware and a
first-class international team. Xuanzhu Biopharm’s team of scientists
is made up of first-class international returnee scientists, with core
R&D staff having worked for internationally renowned multinational
pharmaceutical companies, with an average of over 20 to 30 years of
industry experience in new drug development. Its team includes nearly
400 R&D staff, of whom over 50% are PhDs, Masters and returnees,
covering all key aspects from clinical development to new drug
registration.

During the Period, Xuanzhu Biopharm successfully introduced two
promising  self-developed antibody technology platforms, fully
expanding the depth and breadth of the Company’'s innovative
drug product pipeline and further enhancing its innovation drive. In
early 2021, Xuanzhu Biopharm completed the acquisition of Beijing
Combio Pharmaceutical Inc. (“Combio Pharmaceutical”). Combio
Pharmaceutical is an innovation-driven biological company dedicated
to the R&D of multifunctional antibody drugs such as innovative
bispecific antibodies and bispecific ADC. The company has two antibody
technology platforms, “Mab Edit” (antibody editing) and “Mebs-
Ig” (antibody editing bispecific antibodies), focusing on the R&D of
innovative antibody drugs for diseases such as major malignant tumors,
immune system diseases, and infectious diseases, which can carry out
the R&D of bispecific antibodies, ADC and other multifunctional antibody
drugs simultaneously.

Riding on the Mab Edit and Mebs-Ig platforms, Combio Pharmaceutical
owns 12 products at different R&D stages in its pipeline, mainly
including KM257, a bispecific antibody drug targeting bile duct cancer,
breast cancer and gastroesophageal cancer, and KM254-ADC, a broad-
spectrum anti-tumour antibody drug targeting breast, gastric, colorectal
and lung cancers with low to moderate HER2 expression. Among them,
KM254 is the leading bispecific ADC in China and the first patent-
pending bispecific ADC in China, which has the potential to be the first-

in-class.
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2.2

Combio Pharmaceutical’'s management team and R&D team have
extensive biopharmaceutical development experience. Members of
its technical management team have more than 15 to 20 years of
biopharmaceutical development experience, and the projects participated
and presided over have obtained more than 15 clinical approvals,
including Nimotuzumab and the bispecific antibody Blinatumomab
which  have been

injection, launched both domestically and

internationally.

Xuanzhu Biopharm is the core of Sihuan Pharmaceutical’s innovation-
driven, transformation and upgrading, and is one of the few innovative
drug companies among large pharmaceutical companies that can realise
the potential of spin-off. In the future, as Xuanzhu Biopharm further
enriches its product pipeline and advances in product research and
development, it will become a leading biopharmaceutical company in
China with comprehensive innovative drug self-development capabilities
in both small and large molecule areas, and the capability to conduct
independent R&D on both bispecific antibody and bispecific ADC drugs.

Huisheng Biopharmaceutical: Focusing on
comprehensive solutions for diabetes and
complications, one of the few biopharmaceutical
leaders in China to have achieved full product
coverage for diabetes and complications

Huisheng Biopharmaceutical is a biopharmaceutical platform focusing
on solutions for diabetes and complications, which was meticulously
incubated under the Group. Since its incubation in 2014, after years
of rapid development, Huisheng Biopharmaceutical now owns a rich
product pipeline and a strong production, marketing and R&D system,
and is one of the few leading companies in China that has achieved full
product coverage for diabetes and complications.

China is the world’s leading diabetes market, with the highest number
of diabetics patients in the world, and the number continues to increase.
According to market data, based on factors such as the incidence of
diabetes and the characteristics of its treatment, the domestic diabetes
market will continue to grow at an average rate of 8% over the next 10
years, reaching a market size of RMB120 billion in 2030.

VY 3% B8 B4 i 5 B 45 R A 7] SIHUAN PHARMACEUTICAL HOLDINGS GROUP LTD.



EUHRBERKREROBRRED
BB BAEMEIRBERR
N EBEIE Y IR A E - 8
E RETERSERAEBEUY -
GLP-1E %) - O PR P& HE 525 -
CAEBRRABASETT 21
Fl ZRENEREGR 821
LADNA& 515% B & 61578 O ARBE #E
B2 #SGLT-2 » DPP-4 > 1831 2= -
SIS 2 1 VEIENKS
FESERINEERAR  FEET
NDAFE 3R ©

EAEMEAEUNEAREEA
RENWISERSELEH &
E-REIOAERRRMER -
HPEHERFNREAES X
SESTREEETIEERASR - &
BEREAMLSERSZERYT
EREREREBREERMEEN
BEYIRKRARUG  TRERAE
EMBEUMPERBREN - B
BELEMHHEMZEARRWESR
BEAESN S EEMAREME
SEAZMERABRIE - 27
B EMBUENLRS % -
PILES R30EHRAMMILES
= 50)F 5 & B £ 58 A B ARINER -
1F 75 ¥ 7TNDAER 3R & -

BERHEYMEREANNER R
FSEMARKOMNFARY - O
ARGLP-128 (%) o E o FH & fh1E
B - FEEEE A2 R R R
PERpRE - BRTE &K TIER
KRR - WHFEETERE D
BRENEBNEERIELER -
BRI EERRIENSFAESE D
FoRA R AERKINERE - B
MERESHEMEEATREY
Victoza (FIFL B R & - WEZ
Tt FHEABRRBRERH &
ZEHBERE  —TE-NAFRA
EIARBI26EL - AR
70% ° FEFF R RAALERERE A
MMHEMERXR -

BIEE R W koA

MANAGEMENT DISCUSSION AND ANALYSIS

Bullish on China’s vast future in diabetes market, Huisheng
Biopharmaceutical focuses on the R&D, production and sales of diabetes
and complications drugs, including insulin and its analogues, GLP-1
analogues, oral hypoglycemic drugs, and has a multi-mechanism and
multi-species product line developed in the field of diabetes treatment,
including 15 oral hypoglycemic drugs led by Janagliflozin, SGLT-2, DPP-
4, glinides, biguanides and other mechanisms. The new class 1.1 drug
Janagliflozin has completed phase Il clinical trials, and is now under
preparation for NDA filing.

Huisheng Biopharmaceutical owns 15 insulins and co-formulants
represented by insulin degludec injection, covering second to fourth
generation basic and fast-acting products. Among these products,
the hit product, the fourth generation insulin degludec injection is
conducting phase Il clinical trials. Blockbuster product insulin degludec
and insulin aspart injection has successfully obtained the approval for
the conduction of clinical trials from the NMPA, with its research and
development progress being the first with respect to biosimilar in China.
Apart from Novo Nordisk’s already marketed original product Ryzodeg,
no other product from other companies has been approved for clinical
trials in China. The company’s self-developed biosimilars insulin aspart
injection, insulin aspart 30 injection and insulin aspart 50 injection have
completed phase Ill clinical trials and are preparing for NDA filing.

Huisheng Biopharmaceutical also owns novel long-acting, oral GLP-1
analogues represented by liraglutide and sermaglutide. Among them,
liraglutide, developed for the treatment of type 2 diabetes and obesity,
has completed its phase | clinical study and obtained preliminary
bioequivalence results on pharmacokinetics and pharmacodynamics.
The Group is currently in communication with the phase Ill development
programme for obesity which is expected to enter phase Il clinical trial
soon. Currently, only Victoza (liraglutide) developed by Novo Nordisk
is available for sale in China and has significantly increased in volume
after entering the NRDL in 2017, with revenue reaching RMB926 million
in 2019, representing a year-on-year increase of 70%. The market for
liraglutide in China is expected to be huge in the future.
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Currently, Huisheng Biopharmaceutical has a number of products in its
pipeline that have entered phase | to phase Ill of clinical trials. With the
successive launch of blockbuster products in the next three years and the
continued growth of the diabetes market in China, it targets to become
a company with sales of over RMB10 billion in the future.

Underpinning such an extensive R&D pipeline is a management and
R&D team in Huisheng Biopharmaceutical with a strong background
in production, marketing and R&D, and a deep understanding of the
diabetes field. Its strong R&D and clinical development team of over
200 people has extensive and successful industry experience, covering
the entire process from early stage research to late stage clinical
development. Its core members have over 10 to 20 years of experience in
multinational pharmaceutical companies or leading diabetes companies
in Mainland China, and have led more than 20 projects in the diabetes
field, and successfully developed innovative drugs such as Janagliflozin,
insulin degludec, insulin aspart injection and other blockbuster diabetes
drugs.

Huisheng Biopharmaceutical has also prioritised a strong production
capacity in the diabetes field, which took the lead in China, and has
invested nearly RMB700 million to build advanced biological facilities.
The entire production facility is planned in two phases, with phase |
capacity already in place and phase Il capacity expected to be fully in
operation by 2024, achieving an annual production capacity of 150
million units and the planned production capacity can support an output
value of RMB15 billion. In addition, its biologics manufacturing process
is leading and stable, and is in line with domestic GMP, EU and FDA
standards. Its advanced equipment and high degree of automation
control allow for fully automated production.
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MANAGEMENT DISCUSSION AND ANALYSIS

Relying on the system of Sihuan Pharmaceutical, Huisheng
Biopharmaceutical will establish a direct sales + distribution and offline
+ online sales marketing network to fully cover over 10,000 hospitals
nationwide; and actively explore online/retail terminals to gain a broader
market. The company will have over 900 sales managers and over 100
marketing and academic promotion managers in the future, while the
company will establish cooperation with over 10,000 quality distributors,
thus ensuring that the commercial value of the company’s products will
be maximised once they are launched. In addition, the company will use
a direct sales model for innovative drugs such as Janagliflozin, the insulin
degludec series and the insulin aspart series, and will use a distribution
model for a variety of other oral hypoglycemic drugs and complication
drugs. Past performance has supported that such a unique marketing
model is very successful and efficient.

During the Period, Huisheng Biopharmaceutical entered into a strategic
cooperation agreement with Porton Pharma Solutions Ltd. (“Porton
Pharma”) on 27 April 2021. Pursuant to the strategic cooperation
agreement, Huisheng Biopharmaceutical and Porton Pharma will
strategically cooperate in the therapeutic areas of diabetes and related
complications in relation to the development and supply of APIs and
the co-development and launch of related preparations. In this strategic
cooperation, Porton Pharma will provide comprehensive services for the
development of APIs and preparations for Huisheng Biopharmaceutical,
and will also actively explore cooperation models in the strategic supply
of APIs as well as in the development of preparation technique and
process in the future. It is believed that both parties will give full play
to their advantages in pharmaceutical production, sales, R&D and
services, to enhance the competitiveness in the pharmaceutical market
of both Huisheng Biopharmaceutical and Porton Pharma, and to achieve
advantage complement, mutual benefit and joint development.

1 B # 25 INTERIM REPORT 2021 21



B E & W AT
MANAGEMENT DISCUSSION AND ANALYSIS

22

2.3 RE . FEHERAH

EmBFENERER &R

A

BE-SHERMBEZRN X
SEBHERENHENHEE
B -SEBETHHHREFEFS
BEBBAREHRER  HPE
BEBEAESRIMERNSIH
He s REBENTE LT
MRERBEFRE  TELER
FERER HEREFE T
HENEMmEESLEEYERT
5 S AN BRI A W A TR
B OSRRERR SEEEER
WIRE 4% -

A SEMMAIEEZEEE 8
EMHEEHE JFEMEZTA K
mERKZEARKE190.768 8
JT - B b K8 g & 122.0% 14
HREEBRBBRAGLREAS
78.9% o H A - EEE MWL
REmR - B FREEME
BREASEREREK -

ERZOMmER MR (5 REEIR
ERTHR)R T T FREH
FA R R B 2 M R I M B 2R A
EEE © B = an UL AT B 81,3014
B K AL B E 1 BR R AT S HE AR
MBRE  FRTHEERMME
maBRBAENRKERE B8
Al B A R R %5 b TR AR R R BE ST
VA 2 B — JE HE 10 B 22 HOR B SR I
WER AEEBELEEBBE
EEEPNRMRELIBERER
ELB% BEREESSHOM -

2.3 Generic drugs: non-Key Monitoring List Products

continued to grow in volume, and generic drug
business has become an important “cash flow” for
the Group

In addition to further promoting the development of innovative drugs,
the Group also continues to advance the R&D progress of generic
drugs. The Group's generic drug R&D platform has over 100 products
under development, including 53 high-end generic drugs with high
technical barriers. The Group continues to accelerate the pace of product
cultivation on this platform, which not only enriches the existing product
pipeline, but also ensures that a certain number of products will be
approved for production and launch to market each year, supporting the
Group's future revenue and profit growth and sustainable development,
which is an important “cash cow” business for the Group.

During the Period, the Group promoted the sales of non-Key
Monitoring List Products and achieved a revenue of RMB1,190.7
million, representing a significant increase of 122.0% year-on-year
and increasing its proportion to 78.9% over total revenue of generic
medicine segment. Among them, key products such as nicotinamide
injection, monoammonium glycyrrhizinate and cysteine and sodium
chloride injection (Huineng®) and niacin injection (Shucheng®) achieved
high revenue growth.

The key core product, Cinepazide maleate injection (Kelinao®), was
approved for a new indication for the treatment of acute ischemic stroke
in late 2020. The product was previously approved for a new indication
through a large-scale evidence-based clinical study with 1,301 cases,
demonstrating its clinical value in treatment for cerebrovascular disease
and is the only approved drug in the field of stroke treatment since
post-marketing clinical studies were conducted in China. The Group is
expected to continue to get Kelinao® back to NRDL through evidence-

based medicine and achieve a resurgence in sales.
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The high technology barrier products non-PVC solid-liquid double-
chamber infusion soft bag (the “non-PVC solid-liquid double chamber
bag”), which include “non-PVC solid-liquid double chamber bag for
cefuroxime sodium/sodium chloride injection”, “non-PVC solid-liquid
double chamber bag for ceftazidime/sodium chloride injection” and
“non-PVC solid-liquid double chamber bag for cefodizime sodium/
sodium chloride injection”, as well as “non-PVC solid-liquid double
chamber bag for cefodizime sodium/5% glucose injection” have
obtained drug registration approval in 2020, and will be launched to
market for sale this year. The non-PVC solid-liquid double chamber
bag is a ready-to-mix infusion containing the drug and the solvent
for injection in two chambers of the same bag, which can be gently
squeezed before infusion to open the partition between the two
preparation chambers to achieve mixing of the drug. This dosage form
avoids secondary contamination during the dispensing process and
eliminates potential hazards to healthcare workers caused by highly
allergenic drugs during the preparation of the infusion, etc. This product
type has a high R&D technology barrier and a long development period.
The company is the first and only company in China to obtain the
registration approval for this ready-to-mix infusion product, which has a
great policy advantage and is expected to achieve rapid growth after its
official launch.

During the Period, a number of the Group’s products obtained
production approvals from the NMPA, including octreotide acetate
injection (1ml: 0.05mg and 1ml: 0.1mg), which restrains the function
of growth hormone, a new oral anticoagulant drug rivaroxaban tablet
(10mg and 15mg), a new generation of mucolytic drug ambroxol
hydrochloride injection (2ml: 15mg), caspofungin acetate for injection
(50mg), a first-line drug for the treatment of systemic fungal infections,
and pantoprazole sodium injection (40mg/unit), a drug for the digestive
system. In addition, Hainan Sihuan Pharmaceutical Co., Ltd., a subsidiary
of the Group, entered into a general marketing services agreement
with Pharmadax (Foshan) Co., Ltd. for exclusive marketing rights for the
products relating to the Metoprolol Succinate Sustained-release Tablets(2
3.75mg/47.5mg/95mg/190mg) in mainland China.
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2.4

The Group believes that with the continued growth in sales of products
not included in the Key Monitoring List and the continued increase
in its proportion over total revenue, and with the 53 generic drugs
with high technical barriers in the R&D pipeline completing clinical
trials successively and starting to be submitted for approval, and to be
launched for sale in the future, the current sales growth momentum
will continue, and the generic drugs business segment has entered the
turning point of sales and will continue to grow, bringing the Group
a strong and continuous cash flow in order to support sustainable
development of the Group’s overall business.

Sales: A comprehensive, professional and efficient

academic marketing platform with a strong
'monetization” ability of new products on the
market

After years of development, the Group already has a strong sales
team and a unique and excellent marketing model to facilitate the
commercialization of products. Relying on a professional, experienced
and high-performing sales team and a market network covering a wide
range of hospitals, the Group has a strong “monetization” ability for
new products to be launched.

During the Period, the Group has a professional marketing team of more
than 1,000 people, more than 3,000 distributors and more than 20,000
sales managers, nearly 40% of whom are solely responsible for selling
Sihuan products. The Group’s sales network covers 14,460 hospitals,
including 2,000 Class Ill hospitals, 5,941 Class Il hospitals, and 6,969
hospitals below Class Il. The breadth and depth of coverage are in line
with the Group’s international positioning. The proportion of provinces
being covered is 100%.

The sales staff of the Group are highly specialized, and most of the
relevant practitioners have a master’'s degree or above in medicine.
Through the division of labor and collaboration between the marketing
team, distributors and sales managers, the marketing network operates
efficiently with high output and cost efficiency, and can promote
innovative products, rapidly develop and penetrate into the market
through the establishment of a dedicated and large-scale direct sales

team.
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New business incubation to drive new growth
momentum in the future

3.1 Creating a northern hub for R&D, production and

marketing of industrial hemp

As one of the largest integrated pharmaceutical R&D, production
and marketing enterprises in lilin Province, the Group has seized the
development opportunity and prioritised a comprehensive layout in the
field of industrial hemp with the launch of the plan for industrialization
development of industrial hemp business in Jilin Province since 2018.
Aiming at the R&D and industrialization of high-content CBD medicinal
and medical materials, the Group’s subsidiary Aokang Yaoye in lJilin
explores the entire industrial chain from upstream cultivation, extraction
and processing to downstream application, and is committed to building
a R&D, production and marketing centre of industrial hemp in northern
China.

Aokang Yaoye is currently the only enterprise in Jilin Province that
has obtained the qualification to grow industrial hemp with high
CBD content. In addition, Aokang Yaoye also has reached strategic
cooperation with the Institute of Bast Fibre Crops of the Chinese
Academy of Agricultural Sciences (“IBFC-CAAS"), and jointly established
the “Northern Industrial Hemp Research Center”. The center will
leverage on IBFC-CAAS's full range of seed resources and technical
support, as well as Aokang Yaoye's professional modernized capabilities
in Chinese medicine extraction, production, inspection and testing, and
high standard quality management system to enter into full cooperation
and to increase R&D investment in areas of pharmaceutical, medical
aesthetics and foods for special medical purpose. In addition, Aokang
Yaoye has also collaborated with 7 domestic and international R&D
institutions to further develop R&D projects for the extraction and
downstream applications of industrial hemp.

In addition, Aokang Yaoye also has 164 production varieties with
approval numbers, of which 128 varieties are national medical insurance
varieties, and 4 national exclusive varieties (“Haitianyishen Capsule”,
“Niuhuang Qingnao Kaigiao Pills”, “Caoxian Hepatitis B Capsule” and
“Gandan Shuangging Granules”).
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3.2 Implementing an integrated “API + CDMO +

formulation” strategy to gain new growth
momentum

At present, the competition among domestic pharmaceutical enterprises
is fierce, so the capacity optimisation, industry integration and
structural upgrading of Chinese pharmaceutical enterprises will become
increasingly important. Benefiting from global capacity transfer and
domestic policy dividends, China’s CDMO market is expected to reach
US$52.6 billion in 2024, and is expected to reach US$100 billion in the
future.

In 2020, the Group revitalised its redundant APl production resources
and production capacity from its subsidiaries, integrated the business
of some of these subsidiaries and established Jilin Kangtong. Relying on
the Group’s strengths in R&D and industrialisation of pharmaceutical
intermediates and APIs, leveraging on the advantages of the whole
industrial chain of chemical generics and implementing the integrated
strategy of "APl + CDMO + formulation”, and leveraging on the R&D
capabilities of the Group’s Aohe R&D staff, the Group is committed
to the strategic deployment of the whole industry chain of APIs and
the construction of a CDMO/CMO platform to obtain new growth
momentum, aiming to become a leading integrated CDMO company
in the field of pharmaceutical intermediates and APIs. Jilin Kangtong
currently has over 100 overseas customers, of which 50% are from
Japan and South Korea, 20% from Europe, and 20% from India,
including Kaneka, the largest generic drug company in Japan, Hanmi
and Dong-A, which are among the top three generic drug companies in
South Korea, and more than half of the top 20 factories of companies
in India all maintained long-term and friendly partnership with lJilin
Kangtong; it also has nearly 50 customers in China, including Hengrui
Pharmaceutical, Chia Tai Tianging Pharmaceutical, Yangtze River
Pharmaceutical, and Kelun Pharmaceutical, etc.

In addition, the Group has completed the equity acquisition of lJilin
Aotong Chemical Co., Ltd. and lJilin Jiahui Chemical Co., Ltd. through
Jilin Shengtong, a subsidiary of the Company during the Period. Upon
completion of the acquisition, the Group shall hold 100% equity interest
in Jilin Aotong and 60% equity interest in Jilin Jiahui, respectively. The
acquisition will be taken as the key link in Group’s entire industry chain
layout.
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Prospects and Future Growth Strategies

A  multi-dimensional under innovative
transformation

From the perspective of the Group’s development strategy, the Group's future growth

growth logic

logic after innovation and transformation is very clear, no matter whether it is the
pharmaceutical business segment that adheres to innovation-led and generic, or the
new business segment that is incubating and will become a performance accelerator
of the Group. Each sector not only has its own growth logic and motivation, but can
also complement and connect with each other to support the sustainable growth of
the Group.

This year, in the pharmaceutical business, it is expected that a number of key generic
drugs will successively be approved by the NMPA to be launched or pass consistency
evaluations to improve the Group’s product pipeline in the high-growth therapeutic
areas, and to deliver sustained year-on-year revenue growth of over 20% for the
Group’s pharmaceutical business. As for the medical aesthetics business, the sales
of botulinum toxin Letybo® progressed well, as the fourth domestically approved
and internationally competitive blockbuster medical aesthetic product, it is expected
to rapidly increase its sales with the help of the professional and strong medical
aesthetics sales team of MeiYan Konglian, in order to bring a double-digit growth in
revenue and profit for the Group’s annual results.

In the medium to long term, in the innovative drugs segment, Xuanzhu Biopharm’s
blockbuster product Anaprozole Sodium and its blockbuster product Birociclib
are expected to be launched and achieve sales growth within two to three years;
Huisheng Biopharmaceutical has achieved full product coverage in the field of
diabetes and complications, and the new class 1.1 drug Janagliflozin, the biosimilar
insulin aspart 30 injection and insulin aspart 50 injection are planned to be launched
gradually by the end of 2022; blockbuster biosimilars such as the fourth generation
insulin degludec injection will also be launched gradually and bring great revenue
growth. In the medical aesthetics segment, it is expected that the sales of botulinum
toxin Letybo® will continue to grow rapidly. The Group’s subsequent launch of
products such as hyaluronic acid, PLLA gel, PLLA injection, PCL injection, as well as
the overseas mid-to-high-end medical aesthetic products it distributes, will further
form a strong medical aesthetics product matrix, bringing strong growth momentum
and guaranteed valuation to the Group’s medical aesthetics business; the Group's
incubated industrial hemp business and CDMO business will also enter a period of
rapid development, achieving value amplification and revenue growth contribution,
making more contribution to the Group’s corporate value enhancement.
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Conclusion

The Group believes that 2021 will be the first year in which the Group officially enters
the 2.0 version of the two-wheeled drive strategy focusing on medical aesthetics
and biopharmaceuticals, and also the year in which the Group enters the turning
point into rapid growth. Remaining true to its original aspiration, the Group will
continue to be a friend of time, build up its product pipeline in a gradual and high-
quality manner, and carefully nurture and incubate its five major R&D, production and
marketing and sales platforms. The Group’s two-wheeled drive strategy of “medical
aesthetics and pharmaceuticals” will be implemented with high efficiency to build a
leading medical aesthetics and biopharmaceutical company in China.
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MANAGEMENT DISCUSSION AND ANALYSIS

Financial Review

Revenue

Revenue of the Group for the Period increased by 80.9% to approximately
RMB1,907.2 million (six months ended 30 June 2020: RMB1,054.5 million). Among it,
income from sales of generic medicine, which contributed to 79.2% of total revenue,
was approximately RMB1,509.8 million (six months ended 30 June 2020: RMB899.1
million). It increased by 67.9%, approximately RMB610.7 million. In addition, the
revenue from medical aesthetics products increased significantly by 771.3% to
approximately RMB257.9 million (six months ended 30 June 2020: RMB29.6 million),
whereas the remaining revenue from innovative medicine and other medicine
increased by 10.9% to approximately RMB139.5 million (six months ended 30 June
2020: RMB125.8 million).

The sales of generic medicine increased because the Group put in its resources for
non-Key Monitoring List Products and hospital coverage of the drugs continued to
increase due to strong sales platform. Furthermore, there was a blockbuster medical
aesthetics product launched in the early 2021 which increased substantially the
relevant revenue.

Cost of sales

Cost of sales of the Group for the Period amounted to approximately RMB440.1
million (six months ended 30 June 2020: RMB268.5 million), accounting for
approximately 23.1% of the total revenue.

Gross profit

Gross profit for the Period amounted to approximately RMB1,467.1 million (six
months ended 30 June 2020: RMB786.1 million) with an increase of approximately
RMB681.0 million, mainly due to the significant growth in the revenue side. Overall
gross profit margin increased from 74.5% for the last period to 76.9% for the Period.
The higher gross profit margin was resulted from increased sales of products which
had better profit margins.

Other gains - net

Other gains — net for the Period increased by approximately RMB143.0 million
to approximately RMB246.5 million (six months ended 30 June 2020: RMB103.5
million). It was mainly due to an increase in government grants compared with the
last period and a one-off gain on deemed dilution.
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Distribution expenses

Distribution expenses for the Period amounted to approximately RMB260.9 million
(six months ended 30 June 2020: RMB136.5 million). The increase of approximately
RMB124.4 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 increased by 31.3% to approximately
RMB278.7 million (six months ended 30 June 2020: RMB212.2 million) as a result of

an increase in overheads and activities of the Group.

R&D expenses
R&D expenses for the Period amounted to approximately RMB333.6 million (six
months ended 30 June 2020: RMB300.9 million) which represented an increase of

10.9%. It was mainly attributable to more efforts in R&D activities.

Other expenses
Other expenses for the Period amounted to approximately RMB34.5 million (six
months ended 30 June 2020: RMB10.7 million).

Profit before tax from continuing operations

Profit before tax from continuing operations of the Group for the Period amounted
to approximately RMB819.5 million (six months ended 30 June 2020: RMB302.1
million).

Income tax expense

Income tax expense of the Group for the Period increased by 68.9% to approximately
RMB225.3 million (six months ended 30 June 2020: RMB133.4 million). The
significant increase was mainly attributable to higher profits generated compared
with the last period.
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MANAGEMENT DISCUSSION AND ANALYSIS

Profit for the Period
Due to the aforesaid, profit for the Period amounted to approximately RMB594.2
million (six months ended 30 June 2020: RMB144.3 million).

Profit attributable to owners of the Company

Profit attributable to owners of the Company for the Period amounted to
approximately RMB611.4 million (six months ended 30 June 2020: RMB150.0
million).

Loss attributable to non-controlling interests
Loss attributable to non-controlling interests for the Period amounted to
approximately RMB17.2 million (six months ended 30 June 2020: RMB5.7 million).

Liquidity and financial resources

The Group maintained strong financial position. As at 30 June 2021, the Group's
cash and cash equivalents amounted to approximately RMB4,630.9 million (31
December 2020: RMB4,604.0 million). As at the same date, bank borrowings of
the Group amounted to approximately RMB811.9 million (31 December 2020:
RMB719.1 million) and borrowings from non-controlling shareholders of a subsidiary
of the Group amounted to approximately RMB28.0 million (31 December 2020:
RMB32.0 million). Accordingly, the Group maintained net cash of over approximately
RMB3,791.0 million (31 December 2020: RMB3,852.9 million). The Group’s debt-
to-equity ratio, expressed as a percentage of borrowings over equity attributable to
owners of the Company, was 8.5%.
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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 RMB9,736.5 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
2021, the Group recognised total financial assets at fair value through profit or loss of
approximately RMB679.2 million, comprising principal of investment of approximately
RMB672.4 million and approximately RMB6.8 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
RMB412.4 million.

The Group had sufficient cash as at 30 June 2021. The Directors are of the opinion
that the Group does not have any significant capital risk.

i
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As at 30 June 2021, inventories amounted to approximately RMB565.7 million (31
December 2020: RMB495.9 million). The inventory turnover period for the Period was
217 days (six months ended 30 June 2020: 285 days). The increase in inventories was
attributable to more pharmaceutical ingredients kept for internal production demand.
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MANAGEMENT DISCUSSION AND ANALYSIS

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 2021,
the Group's trade and other receivables were approximately RMB1,291.2 million (31
December 2020: RMB971.5 million). The increase was mainly due to amounts due
from third parties.

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 2021, the
net book value of the property, plant and equipment was approximately RMB3,145.6
million (31 December 2020: RMB3,053.3 million). The increase during the Period was
mainly attributable to factory construction and purchase of new equipment.

Goodwill

The Group’s goodwill arose from the acquisition of subsidiaries and business
combinations. As at 30 June 2021, the net carrying amount of goodwill was
approximately RMB45.0 million (31 December 2020: RMB12.3 million).

Intangible assets

The Group’s intangible assets mainly comprise customer relationships, 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 2021, net intangible assets amounted to approximately RMB639.8
million (31 December 2020: RMB505.6 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 2021, trade and
other payables amounted to approximately RMB2,098.4 million (31 December 2020:
RMB1,830.2 million). The increase of approximately RMB268.2 million was mainly
attributable to the increase in accrued reimbursement to distributors and dividends
payable.
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Contingent liabilities
As at 30 June 2021, the Group had no material contingent liabilities (31 December
2020: Nil).

Off-balance sheet commitments and arrangements

As at 30 June 2021, 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 2021, the Group’s total capital commitment was approximately
RMB366.3 million. It was mainly set aside for purchase of property, plant and
equipment and intangible assets.

Credit risk
Credit risk arises from cash and cash equivalents, trade receivables 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.
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MANAGEMENT DISCUSSION AND ANALYSIS

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.

Foreign exchange risk

The Group's functional currency is RMB and financial instruments are mainly
denominated in RMB. The Group has some cash balances denominated in United
States Dollar, Euro and Hong Kong dollar (“HK$"). It is 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 principal 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 RMB341.4 million, of which
approximately RMB320.0 million and RMB21.4 million were spent on purchase of
property, plant and equipment and purchase of or self-development of intangible
assets, respectively. For the Period, the Group's investment in capital expenditure for
R&D amounted to approximately RMB89.3 million, of which approximately RMB75.9
million was spent on property, plant and equipment. The remaining approximately
RMB13.4 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 a set of assets, liabilities, employee
resource and contract rights from Beijing Combio Pharmaceutical Inc. (“Combio
Pharmaceutical”), at a consideration of RMB131,000,000. For further details, please
refer to note 16 to the interim condensed consolidated financial statements.

Future plans for material investments or capital assets
Save as disclosed in this Interim Report, the Group did not have other plans for
material investments and capital assets during the Period and up to the date of this

Interim Report.

Pledge of assets

As at 30 June 2021, 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
The Group had no significant events after the reporting period up to the date of the
approval of the unaudited interim condensed consolidated financial statements.

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 to all the employees 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. The Group has also
adopted share option scheme and share award scheme to recognise and reward the
contribution of the employees for the benefit of the Group’s operations and future
development.

The Group continues to promote the building of talent training and development
system, and conducts online and offline training based on the competency standards
for positions at different levels to promote the cultivation and development of talents
in Sihuan and ensure continuous supply of various types of talents.

As at 30 June 2021, the Group had 4,223 employees. For the Period, the Group's
total salary and related costs were approximately RMB342.6 million (six months ended
30 June 2020: RMB309.5 million).
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DIRECTORS’ AND CHIEF EXECUTIVE'S INTERESTS AND
SHORT POSITIONS IN SHARES, UNDERLYING SHARES
AND DEBENTURES

As at 30 June 2021, 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 Directors of Listed Issuers (the “Model Code”):

Directors’ interests in Shares or underlying Shares

EEns

Name of Director

BENEH5
Nature of Interest/Capacity

REMAB DL
Approximate
BREE Percentage of

Total Number of Shares Shareholding

B
Dr. Che Fengsheng

Be R

800,000/ (#F &)
Interest of spouse
800,000 Shares (L)

ZEA
3,379,917,2250% (1¥ &)
Trustee

3,379,917,225 Shares (L)

—HITBAL(FHFET)
2,619,095,8130% (47 &)

A concert party to an agreement (Note 1)
2,619,095,813 Shares (L)

H i 1 25 (32 2)
8,123,666/ ({7 &)
5,023,666[% (X&)
Other interest (Note 2)
8,123,666 Shares (L)
5,023,666 Shares (S)

6,007,936,7040% (47 &) 63.56% (¥ &)
2) (B

5,023,666 (% 2 0.05% (% 2
6,007,936,704 Shares (L) 63.56% (L)
5,023,666 Shares (S) 0.05% (S)
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RERSNE DL

Approximate

EEnR - Eli3-9-2) RiDEE Percentage of
Name of Director Nature of Interest/Capacity Total Number of Shares Shareholding
B 4 B EnlEB A 6,007,936,704% (47 &) 63.56% (4 &)
Dr. Guo Weicheng 11,350,0000% (47 &) 6,007,936,704 Shares (L) 63.56% (L)

o A e B8
Dr. Zhang Jionglong

Beneficial owner
11,350,000 Shares (L)

AFEXTARMITEENERENNIEET

B SEA

1,580,884,399 % (47 &)

Founder of a discretionary trust who can influence
how the trustee exercises his discretion
1,580,884,399 Shares (L)

—HITE AL (B FE3)
4,415,702,3055% (47 &)

A concert party to an agreement (Note 3)
4,415,702,305 Shares (L)

B 18 9 #E 2 6,007,936,7040% (47 &)
59,0000% (47 &) 6,007,936,704 Shares (L)

Interest of spouse
59,000 Shares (L)

AFEXTARAMTEENGEENNISEES

B SEA

255,582,886/% (4 &)

Founder of a discretionary trust who can influence
how the trustee exercises his discretion
255,582,886 Shares (L)

—H1T78 AL (FF5E4)
5,553,354,818% (4F &)

A concert party to an agreement (Note 4)
5,553,354,818 Shares (L)

XA E = (FFEES)
198,940,000% (47 2 )
Interest in a controlled corporation (Note 5)
198,940,000 Shares (L)
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Name of Director
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OTHER INFORMATION

IRERANE 2

BEME 54
Nature of Interest/Capacity

R 1D 48 2

Total Number of Shares

Approximate
Percentage of
Shareholding

ERBEAE
Mr. Choi Yiau Chong

BRI Lt
Ms. Chen Yanling

FRELE
Mr. Patrick Sun

BER L
Mr. Tsang Wah Kwong

KAEL
Dr. Zhu Xun

EmEE A(MIste)
6,000,0005% (47 &)
Beneficial owner (Note 6)
6,000,000 Shares (L)

EmAa A(MEe)
4,000,000% (4 &)
Beneficial owner (Note 6)
4,000,000 Shares (L)

EnfAa AMEe)
3,000,000 (% &)
Beneficial owner (Note 6)
3,000,000 Shares (L)

EnEAa AMEe)
3,000,000 (7 &)
Beneficial owner (Note 6)
3,000,000 Shares (L)

EwiEa A(FIEEe)
3,000,000 (47 &)
Beneficial owner (Note 6)
3,000,000 Shares (L)

6,000,0004% (4 &)
6,000,000 Shares (L)

4,000,0000% (47 &)
4,000,000 Shares (L)

3,000,0000% (47 &)
3,000,000 Shares (L)

3,000,0000% (47 &)
3,000,000 Shares (L)

3,000,0000% (4F &)
3,000,000 Shares (L)

0.06% (4 &)
0.06% (L)

0.04% (4¥ &)
0.04% (L)

0.03% (¥ &)
0.03% (L)

0.03% (4 &)
0.03% (L)

0.03% (¥ &)
0.03% (L)
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BEIEHFRAE GO FE37 K318 &

HA B AR R D R BB E L
Successmax Global Holdings Limited ~ Smart Top
Overseas Limited - Victory Faith International
Limited * SR AU BEE 4£ - Keen Mate Limited -
Mingyao Capital Limited R&EBER4ER
B # 329,736,000 A% - 1,262,498,399 A& -
175,012,000 A% - 377,267,528 A% - 59,000 f% -
198,940,000 f% ~ 255,582,886 % K 20,000,000 A%
Refp S e -

£ 7 B 5 F+ B8 A& ASihuan Management (PTC)
Limited B FEANEENMERTFAZ—
#4748 & 7 Sihuan Management (PTC) Limited
FFB 678,123,666 % 1% 15 (47 &) # 25,023,666
AR AR )R AR -

RIEF S RAEERAE317R3181& - FBHEM
BEAWSE AR DB B ESAELE - Network

Victory Limited - Proper Process International

Limited ~ Smart Top Overseas Limited -
Victory Faith International Limited - Keen
Mate Limited * Mingyao Capital Limited *

SR BE B A R R B2 L A5 E 198,923,666
f% - 497,448,000 #% - 2,882,469,225
f% 175,012,000 A% - 377,267,528 f& -
198,940,000% - 255,582,886/% - 59,000 8% K
20,000,000/% % 17 = ¥ A ## 7 ©

REFBHFRPEGOIET7TR318G - RME
BEGBEARDRABEAEE  DHWE
A+ Network Victory Limited * Proper Process
International Top Overseas
Limited - Victory Faith International Limited -
Successmax Global Holdings Limited & # &
Z % £ # A # 8,923,666 % - 329,736,000
& -~ 497,448,000 % +2,882,469,225
f& + 175,012,000 A% - 377,267,528 f& »
1,262,498,399 % }220,000,0008% i% 15 # 1 A 4
2% o

Limited ~ Smart

5 /58 B8 4 A Keen Mate Limited & 2 2 %17 I%
THEDEAA Bt RMEBERE A
#Keen Mate Limited #% 5 #)198,940,000 #% A%
MPEEER -

Notes:

(1)

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, 175,012,000 Shares, 377,267,528
Shares, 59,000 Shares, 198,940,000 Shares, 255,582,886 Shares and 20,000,000 Shares
held by Dr. Guo Weicheng, Successmax Global Holdings Limited, Smart Top Overseas
Limited, Victory Faith International Limited, Dr. Zhang Jionglong, Keen Mate Limited,
Mingyao Capital Limited and Mr. Meng Xianhui, 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 interested in the long
position of 8,123,666 Shares and the short position of 5,023,666 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 8,923,666 Shares, 497,448,000 Shares, 2,882,469,225 Shares, 175,012,000 Shares,
377,267,528 Shares, 198,940,000 Shares, 255,582,886 Shares, 59,000 Shares and
20,000,000 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, Dr. Zhang Jionglong and Mr. Meng Xianhui,
respectively.

Under sections 317 and 318 of the SFO, Dr. Zhang Jionglong is deemed to be interested
in 8,923,666 Shares, 329,736,000 Shares, 497,448,000 Shares, 2,882,469,225 Shares,
175,012,000 Shares, 377,267,528 Shares, 1,262,498,399 Shares and 20,000,000 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 and Mr. Meng Xianhui, 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.
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(6) On 26 August 2020, Mr. Choi Yiau Chong was granted options to purchase 6,000,000
Shares; Ms. Chen Yanling was granted to purchase 4,000,000 Shares; Mr. Patrick Sun was
granted to purchase 3,000,000 Shares; Mr. Tsang Wah Kwong was granted to purchase
3,000,000 Shares and Dr. Zhu Xun was granted to purchase 3,000,000 Shares pursuant to
the Company’s Share Option Scheme adopted on 24 October 2017.

(7) 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.

Save as disclosed above, as at 30 June 2021, 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.

1 B # 25 INTERIM REPORT 2021 41



H &

OTHER INFORMATION

TERRNKH - HEKRMG KR  SUBSTANTIAL SHAREHOLDERS' INTERESTS AND

ExheEERAR SHORT POSITIONS IN SHARES, UNDERLYING SHARES
AND DEBENTURES

RIEZ—FA=1tH  ARARIERESR As at 30 June 2021, the following shareholders, other than the Directors or chief

HEGROIFEI6IREFE L ELMaE - AT executive of the Company, which were recorded in the register required to be kept by

ER(PEEARBDZEZTHETRITRAR)
RARREEITRA  HBERN

BE5%HIA LS (BEXR)

RR#HEEEB

Name of Shareholder

Company:

the Company under Section 336 of the SFO, had interests of 5% or more (including
&5+ short positions) in the issued share capital, underlying Shares or debentures of the

BRESOEIE
Approximate
Percentage of
Shareholding

Mr. Meng Xianhui

Proper Process International Limited

EntE 54 RPEH
Nature of Interest/Capacity Total Number of Shares
ERBEAA 6,007,936,7048% (47 &)
20,000,000 (4F &) 6,007,936,704 Shares (L)

Beneficial owner
20,000,000 Shares (L)

A E R ()
175,o1z,ooon(¢z¥E
Interest in a controlled corporation (Note 1)
175,012,000 Shares (L)

AEEZEANMITEENBEROPEET
B A
377,267,528/ (41 &)
Founder of a discretionary trust who can influence
how the trustee exercises his discretion
377,267,528 Shares (L)

—HATE AT (F3E2)
5,435,657,176[% (47 &)

A concert party to an agreement (Note 2)
5,435,657,176 Shares (L)

BERlEA A 6,007,936,7041% (47 &)
2,882,469,2250% (4 &) 6,007,936,704 Shares (L)
Beneficial owner

2,882,469,225 Shares (L)

— BT AL (FF5E3)
3,125,467,4790% (17 &)

A concert party to an agreement (Note 3)
3,125,467,479 Shares (L)
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REMABE DL

Approximate

BREEHB EEtE 54 R 17 48 85 Percentage of
Name of Shareholder Nature of Interest/Capacity Total Number of Shares Shareholding

Network Victory Limited BEmfEAA 6,007,936,704 8% (47 &) 63.56% (4F &)
497,448,000/% (47 &) 6,007,936,704 Shares (L) 63.56% (L)
Beneficial owner
497,448,000 Shares (L)

— BT AL (FE4)

5,510,488,704f% (4F &)

A concert party to an agreement (Note 4)
5,510,488,704 Shares (L)

Successmax Global Holdings Limited Ez5# B A 6,007,936,704f% (17 &) 63.56% (17 &)
1,262,498,3990% (47 &) 6,007,936,704 Shares (L) 63.56% (L)
Beneficial owner
1,262,498,399 Shares (L)

— BT H AL (FIES5)
4,745,438,3050% ({1 &)

A concert party to an agreement (Note 5)
4,745,438,305 Shares (L)

Victory Faith International Limited BEmBEB A 6,007,936,704F% (1 &) 63.56% (41 &)
377,267,528 ({7 &) 6,007,936,704 Shares (L) 63.56% (L)
Beneficial owner
377,267,528 Shares (L)

— W78 A L (FsE6)
5,630,669,176[% (17 &)

A concert party to an agreement (Note 6)
5,630,669,176 Shares (L)

Smart Top Overseas Limited BEmBEAA 6,007,936,704 8% (47 &) 63.56% (4f &)
175,012,000/% (47 &) 6,007,936,704 Shares (L) 63.56% (L)
Beneficial owner
175,012,000 Shares (L)

—BTHAL(HET7)

5,832,924,704f% (47 &)

A concert party to an agreement (Note 7)
5,832,924,704 Shares (L)
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Name of Shareholder

BEME 55

Nature of Interest/Capacity

Gt o

Total Number of Shares

RESSEIE
Approximate
Percentage of
Shareholding

Mingyao Capital Limited

Keen Mate Limited

UBS Trustee (Cayman) Ltd.

UBS TC (Jersey) Ltd.
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EmEE A
255,582,886/% (41 &)
Beneficial owner
255,582,886 Shares (L)

— BT AL (FF5E8)
5,752,353,818f% (47 &)

A concert party to an agreement (Note 8)
5,752,353,818 Shares (L)

BERlAA
198,940,000% (4 &)
Beneficial owner
198,940,000 Shares (L)

— BT H AL (KEE9)

5,808,996,704f% (17 &)

A concert party to an agreement (Note 9)
5,808,996,704 Shares (L)

ZEEA
6,007,936,7048% (¥ &)
Trustee
6,007,936,704 Shares (L)

ZEA
6,007,936,7048% (4 &)
Trustee
6,007,936,704 Shares (L)

6,007,936,704f% (¥ &)
6,007,936,704 Shares (L)

6,007,936,704f% (17 &)
6,007,936,704 Shares (L)

6,007,936,7040% (47 &)
6,007,936,704 Shares (L)

6,007,936,704F% (1 &)
6,007,936,704 Shares (L)

63.56% (¥ &)
63.56% (L)

63.56% (47 &)
63.56% (L)

63.56% (¥ &)
63.56% (L)

63.56% (¥ &)
63.56% (L)



f L

& B 255 £ ASmart Top Overseas Limited 2
HEBRTRANEREAA At 2 FE

9 4 48 B 7 Smart Top Overseas Limited# &
#)175,012,000/% B& 15 HE B #E 25 o

RIEEF R ERDIE317 R3181KE E -

AEBREWKRRBRBIHAEE - PEMNE
4 - GRAUEEEE 4 - Proper Process International
Limited ~ Network Victory Limited * Successmax
Global Holdings Limited * Keen Mate Limited 2
Mingyao Capital Limited % 54 48,923,666 %

329,736,000% - 59,000 fi% - 2,882,469,225/% -

497,448,000 % ~ 1,262,498,399 % * 198,940,000
% % 255,582,886 % A& 17 o 4 45 4 %5

RIEFFRBEGOE317 R318IERTE -
Proper Process International Limited #%48 & i
ESARLE FHRBLE RMES
Network Victory Limited * Successmax Global
Holdings Limited * Smart Top Overseas Limited
Faith
Mate Limited » Mingyao Capital Limited
k& EBZELELED KA 8923666 i
329,736,000 A% - 59,000 A% - 497,448,000 A%
1,262,498,399 % ~ 175,012,000 % ~ 377,267,528
f% ~ 198,940,000f% - 255,582,886 A% £ 20,000,000
P B ) P R M A o

Victory International  Limited * Keen

RIEFEF R EGRGAFEINTRIBERE -
Network Victory Limited# 4% /& 73 B8 % 7 B 4

20 M B A - RMBEE A4 - Proper  Process
International  Limited ~ Successmax  Global

Holdings Limited + Smart Top Overseas Limited -
Victory Faith International Limited * Keen Mate
Limited ~ Mingyao Capital Limited % & & 2 /¢
£ 9 Bl # & 8,923,666 % + 329,736,000 A%
59,000% - 2,882,469,225/% * 1,262,498,399/% -
175,012,000 A% - 377,267,528 A% - 198,940,000
fi% + 255,582,886% & 20,000,0004% i 15 * % &

o

vl

BY

RIEE S KB E RO 317 R3181K R TE
Successmax Global Holdings Limited #4% /&
REBABRE DHEMBE RMESR
A~ Network Victory Limited - Proper Process
Top Overseas
Limited * Victory Faith International Limited -
Keen Mate Limited ~ Mingyao Capital Limited
k& &2 EEDHFE 8923666 i -
329,736,000 f% ~ 59,000 A% - 497,448,000 A% -
2,882,469,225 /% ~ 175,012,000 f% - 377,267,528
J% ~ 198,940,000/ - 255,582,886 % 52 20,000,000
MR hER R -

International  Limited + Smart

Notes:

(1
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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
175,012,000 Shares held by Smart Top Overseas Limited.

Under sections 317 and 318 of the SFO, Mr. Meng Xianhui is deemed to be interested
in 8,923,666 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 sections 317 and 318 of the SFO, Proper Process International Limited is deemed
to be interested in 8,923,666 Shares, 329,736,000 Shares, 59,000 Shares, 497,448,000
Shares, 1,262,498,399 Shares, 175,012,000 Shares, 377,267,528 Shares, 198,940,000
Shares, 255,582,886 Shares and 20,000,000 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, Mingyao Capital Limited and Mr. Meng Xianhui, respectively.

Under sections 317 and 318 of the SFO, Network Victory Limited is deemed to be
interested in 8,923,666 Shares, 329,736,000 Shares, 59,000 Shares, 2,882,469,225
Shares, 1,262,498,399 Shares, 175,012,000 Shares, 377,267,528 Shares, 198,940,000
Shares, 255,582,886 Shares and 20,000,000 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, Mingyao Capital Limited and Mr. Meng Xianhui, respectively.

Under sections 317 and 318 of the SFO, Successmax Global Holdings Limited is deemed
to be interested in 8,923,666 Shares, 329,736,000 Shares, 59,000 Shares, 497,448,000
Shares, 2,882,469,225 Shares, 175,012,000 Shares, 377,267,528 Shares, 198,940,000
Shares, 255,582,886 Shares and 20,000,000 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, Mingyao Capital Limited and Mr. Meng Xianhui, respectively.
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Under sections 317 and 318 of the SFO, Victory Faith International Limited is deemed
to be interested in 8,923,666 Shares, 329,736,000 Shares, 59,000 Shares, 497,448,000
Shares, 2,882,469,225 Shares, 1,262,498,399 Shares, 175,012,000 Shares, 198,940,000
Shares, 255,582,886 Shares and 20,000,000 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, Mingyao Capital Limited and Mr. Meng Xianhui, respectively.

Under sections 317 and 318 of the SFO, Smart Top Overseas Limited is deemed to
be interested in 8,923,666 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, 255,582,886 Shares and 20,000,000 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, Mingyao Capital Limited and Mr. Meng Xianhui, respectively.

Under sections 317 and 318 of the SFO, Mingyao Capital Limited is deemed to be
interested in 8,923,666 Shares, 329,736,000 Shares, 59,000 Shares, 497,448,000
Shares, 2,882,469,225 Shares, 1,262,498,399 Shares, 175,012,000 Shares, 198,940,000
Shares, 377,267,528 Shares and 20,000,000 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, Victory Faith International Limited and Mr. Meng Xianhui, respectively.

Under sections 317 and 318 of the SFO, Keen Mate Limited is deemed to be interested
in 8,923,666 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, 175,012,000 Shares,
255,582,886 Shares and 20,000,000 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, Mingyao Capital Limited and Mr. Meng Xianhui, 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 an interest or

a short position in the Shares or underlying Shares or debentures of the Company
recorded under section 336 of the SFO as at 30 June 2021.
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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. As at the date of this Interim Report,

it has a remaining life of approximately 6 years 1 month.

PURPOSE OF THE SHARE OPTION SCHEME

The purpose of the Share Option Scheme is to motivate Eligible Persons (as set out
in paragraph (a) below) (i) to optimise their future contributions to the Group; (ii)
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 the 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 the
Group, any executive director of, manager of, or other employee holding
an executive, managerial, supervisory or similar position in, any member of
the Group, 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 the Group, a consultant, business or joint venture partner,
franchisee, contractor, agent or representative of any member of the 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 the Group, or an associate (as defined under the Rules Governing
the Listing of Securities on the Stock Exchange (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 the
Group.
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(iii)  For the avoidance of doubt, the grant of any option by the Company for
the subscription of Shares to any person who falls within the definition
of Eligible Persons shall not, by itself, unless the 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 the 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 the Company may at any time as the 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 the 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 the 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 as at the Share Option Scheme Adoption Date.
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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, the 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 the 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 options shall be granted, the number of Shares subject
to each option and the date on which the options shall be granted. The options
may be exercised at any time during the 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 option must be held before it
can be exercised, performance targets and the subscription price, upon the grant of
options will better serve the purpose of the Share Option Scheme as this will allow
the Board to grant 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 the Company of HK$1.00 by way of
consideration for the grant thereof is received by the 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 the 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 the
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

(iii)  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.
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The summary of the options granted under the Share Option Scheme that were still
outstanding as at 30 June 2021 are as follows:

R®
I S 23
T=h
=t-Bk
—E--F
i -A-H i
TER bt S 24 As at il il i) BR  —B--%
(B —A—R 31December BRH =5y B B%X AA=tH
ABALERER Exercise Asat 2020 and Granted  Exercised  Cancelled Lapsed As at
Name or Category BHAN Price 47158 1January  1January during during during during 30 June
of Grantees Date of Grant (HKS)  Exercise Period 2020 2021  the Period  the Period  the Period  the Period 2021
() EZE
(a) Directors
BRBEE “E-FF 0972 —ZT-ZTF - 6,000,000 - - - - 6,000,000
NAZt7<B NAZ+TRRE
—EZZE
NEZ+EH
Mr. Choi Yiau Chong 26 August 2020 26 August 2020 to
25 August 2030
FAERLZL —T-TF 0972 —Z-%F - 4,000,000 - - - - 4,000,000
NAZt+7<B NAZ+7<H
Z-T-%F
NA=THA
Ms. Chen Yanling 26 August 2020 26 August 2020 to
25 August 2030
FEERE —Zo%E 0972 —E-FE - 3,000,000 - - - - 3,000,000
NAZ+7<AB NAZ+7BZE
—ECTF
NA=Z+ARA
Mr. Patrick Sun 26 August 2020 26 August 2020 to
25 August 2030
B i3 kSl 42 0972 =—Z=-%TF - 3,000,000 - - - - 3,000,000
JAV; B g =! NAZ+7~BZE
ZE=%F
NA=t+AhA
Mr. Tsang Wah Kwong 26 August 2020 26 August 2020 to
25 August 2030
RilEL kSl 22 0972 —Z=-%F - 3,000,000 - - - - 3,000,000
NAZt+7<A NAZT/REE
ZE=TF
NA=t+AhA
Dr. Zhu Xun 26 August 2020 26 August 2020 to
25 August 2030
(b)EE S 25 0972 —E-%F - 75,656,000 - - - - 75,656,000
NAZt+7<A NAZT/REBE
ZE=TF
NE=+HE
(b) Employees 26 August 2020 26 August 2020 to
25 August 2030
@t - 94,656,000 - - - - 94,656,000
Total:
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Notes:
(1) The closing price per Share immediately before the date on which the options were
granted was HK$1.050.

(2) The fair value of the options granted on 26 August 2020 was assessed to be HK$35.49
million (approximately equivalent to RMB31.63 million), which was estimated as of the
date of grant, using a binomial model, taking into account the terms and conditions upon
which the options were granted. The following table lists the inputs to the model used:

Risk-free rate: 0.44%
Dividend yield: 1.71%
Expected volatility: 44.81%

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.

EMPLOYEE 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 (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 (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 of the Company (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.
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The Employee Share Award Scheme involves granting of the existing Shares 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.

On 27 September 2013, 234 employees of the Group were granted Awards entitling
them to acquire an aggregate of 19,750,000 Shares 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
from the Trustee Co at an exercise price of HKD0.70 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 Shares 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.

The summary of the share awards under the Employee Share Award Scheme for
the Period is set out in note 15 to the interim condensed consolidated financial
statements.

CHANGES IN INFORMATION OF DIRECTORS

Pursuant to Rule 13.51B(1) of the Listing Rules:

1. Effective from 30 March 2021, Mr. Tsang Wah Kwong has been appointed
as independent non-executive director, chairperson of the audit committee,
member of nomination committee and remuneration committee of Shirble
Department Store Holdings (China) Limited (stock code: 312).

2. Effective from 6 August 2021, Mr. Kim Jin Ha resigned as the non-executive
Director and a member of audit committee of the Company (the “Audit
Committee”).

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

During the Period, the Company did not issue any equity securities (including
securities convertible into equity securities) for cash.

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

During the Period, the Company repurchased 13,900,000 Shares through the Stock
Exchange at a total consideration, before expenses, of approximately HK$34.8
million. Such Shares have been cancelled as at the date of this Interim Report. Details
of repurchase are as follows:

ENARE
Aggregate
consideration paid
BRROBEOER
=1, 1] Repurchasing price
A for each Share Gy
Number of ARBEETR
Shares BEET RIEE T BE®BxT  Equivalent to
repurchased Highest HK$ Lowest HK$ HKS$ million RMB million
—ZE-_-F¥0ANA 3,900,000 2.09 2.06 8.1 6.9
9 April 2021
—T--F¥1AtH 10,000,000 2.70 2.63 26.7 222
7 May 2021
i 13,900,000 34.8 29.1
Total:

B EXPREEN  BE-T - —F A=+
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Save as disclosed above, neither the Company nor any of its subsidiaries purchased,
sold or redeemed any of the Company’s listed securities during the six months ended
30 June 2021.

DIVIDEND

The Board does not recommend the payment of an interim dividend for the Period
(six months ended 30 June 2020: interim cash dividend of RMBO0.1 cent per Share and
special cash dividend of RMB3.0 cents per Share).
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OTHER INFORMATION

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 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 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 statements for the
Period.
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27/F, One Taikoo Place  Z &8 A HH S38079% Fax {HEL: +852 2868 4432
979 King’s Road Ky —FE 27 18 ey.com

Quarry Bay, 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 58 to 108,
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 2021 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 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 (“1AS 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 Ffinancial 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
31 August 2021
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IR BR AR & B IS AR L R
INTERIM CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION

RZE=Z—F<A=+H
As at 30 June 2021

As at
—EZ—F —EETF
ANA=+H +=ZA=+—8
30 June 31 December
2021 2020
AR® T ARBEF T
RMB’000 RMB’'000
PR (REER) (&)
Notes (Unaudited) (Audited)
ERBEE NON-CURRENT ASSETS
ME - BE LR Property, plant and equipment 4 3,145,614 3,053,288
FREEE Right-of-use assets 765,272 787,973
BEME Investment properties 228,588 232,173
5k Goodwill 44,963 12,312
mHAE Intangible assets 639,779 505,621
EAERETEN Investments accounted for using
®RE the equity method 1,123,916 1,070,387
EEFIEE E Deferred tax assets 312,947 269,449
BAFEGABRD Financial assets at fair value
TEEE through profit or loss 5 273,479 196,153
EMIERBEE Other non-current assets 459,581 367,869
BEHEFER Pledged deposits 144,548 144,548
ERBEELE Total non-current assets 7,138,687 6,639,773
REEE CURRENT ASSETS
FE Inventories 565,711 495,889
B 5% E bW ER R Trade and other receivables 6 1,291,203 971,540
BAFEFGABZED Financial assets at fair value
SREE through profit or loss 5 679,230 332,683
ReEkREEED Cash and cash equivalents 4,630,850 4,604,041
RBEEMAE Total current assets 7,166,994 6,404,153
HEE TOTAL ASSETS 14,305,681 13,043,926
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RS BR AR & B IS AR L R
INTERIM CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION

RZZT=—_—FXA=+8
As at 30 June 2021

»
As at
- —fF —E-TF
ANB=tH +=ZA=+—H
30 June 31 December
2021 2020
ARET T AR®EF T
RMB’000 RMB’'000
B RE (REER) (&)
Notes (Unaudited) (Audited)
s EQUITY
EATEEBA Equity attributable to owners of
P = the Company
% A Share capital 7 78,070 78,186
&5 % (B Share premium 7 4,055,791 4,084,846
H Other reserves 918,189 725,222
RE AT Retained earnings 4,790,732 4,302,088
9,842,782 9,190,342
IE 45 IR RE R Non-controlling interests 836,784 758,383
BRER Total equity 10,679,566 9,948,725
FRBEE NON-CURRENT LIABILITIES
RIEFIEEE Deferred tax liabilities 271,416 225,688
FFEERITE K Interest-bearing bank borrowings 8 665,858 331,173
HEBRE Lease liabilities 1,592 2,510
AHBaE Contract liabilities 8,491 -
HEMIERBEE Other non-current liabilities 71,814 92,744
FRBEFEARE Total non-current liabilities 1,019,171 652,115
REBEE CURRENT LIABILITIES
B hEMEMER Trade and other payables 9 2,098,376 1,830,161
FPEERITEK Interest-bearing bank borrowings 8 146,072 387,930
AHafE Contract liabilities 156,948 186,629
JERTET5 TR Income tax payable 197,701 22,445
HEAE Lease liabilities 1,817 1,441
HiREgasE Other current liabilities 6,030 14,480
REBAEAE Total current liabilities 2,606,944 2,443,086
wa s TOTAL LIABILITIES 3,626,115 3,095,201
EzREEAE TOTAL EQUITY AND LIABILITIES 14,305,681 13,043,926

F66=108B MMM A+ HIFE A

AR ED o

REMBmE

consolidated financial statements.

The notes on pages 66 to 108 are an integral part of the interim condensed

BHEH SRAEIL
Che Fengsheng Guo Weicheng
o EE
Director Director
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INTERIM CONDENSED CONSOLIDATED STATEMENT OF PROFIT
OR LOSS AND OTHER COMPREHENSIVE INCOME

BE-ZTZ-—F-"A=+HIEAEAR
For the six months ended 30 June 2021

BEXA=+tHLA<EA
Six months ended 30 June

—E-—F —EEF
2021 2020
AR T ARBF T
RMB’'000 RMB'000
B aE (REER) (REFEZ)
Notes (Unaudited) (Unaudited)
BEREEK CONTINUING OPERATIONS
g Revenue 10 1,907,219 1,054,537
B B AR Cost of sales (440,096) (268,480)
EF GROSS PROFIT 1,467,123 786,057
=N Other income 10 80,005 85,831
HEes - F58 Other gains — net 246,507 103,500
ok 153 Distribution expenses (260,923) (136,515)
THEAX Administrative expenses (278,664) (212,158)
R EAERS Research and development expenses (333,565) (300,850)
EAhfi Other expenses (34,523) (10,730)
rRERR OPERATING PROFIT 885,960 315,135
B HX Finance expenses (15,778) (1,586)
DG RAERETED Share of profits and losses of investments
WE R FMEE accounted for using the equity method (50,699) (11,429)
REFEREERZ PROFIT BEFORE TAX
B Bt A7 3% FROM CONTINUING OPERATIONS 11 819,483 302,120
FriSfFiFAx Income tax expense 12 (225,265) (133,427)
REFEREERZ PROFIT FOR THE PERIOD
B RE R FROM CONTINUING OPERATIONS 594,218 168,693
BRIEEEEK DISCONTINUED OPERATIONS
KEDRIEREEBRN Loss for the period from discontinued
HNEE operations - (24,436)
H R 0a A PROFIT FOR THE PERIOD 594,218 144,257
LA FEA - Attributable to:
KRAHEAA Owners of the Company 611,424 149,990
SEVE AR i Non-controlling interests (17,206) (5,733)
594,218 144,257
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INTERIM CONDENSED %\ONNSOLIDATED STATEMENT OF PROFIT

OR LOSS

D OTHER COMPREHENSIVE INCOME

HE-Z-—FA=1THIEA~EA
For the six months ended 30 June 2021

BEXA=t+HLEXEA
Six months ended 30 June

- —fF —E-TF
2021 2020
AR AR
RMB RMB
Bt 3 (RRER) (REEER)
Notes (Unaudited) (Unaudited)
AAFEBEREBEA EARNINGS PER SHARE ATTRIBUTABLE
EEESR2ZF TO ORDINARY EQUITY HOLDERS OF
THE COMPANY 14
SREXEF Basic earnings per share
AR For profit for the period 6.467 cents 1.58% cents

KEFBEEEEL 25T

T E 2 R
il bl
KEFBEEEER 20T

For profit from continuing operations

Diluted earnings per share
For profit for the period

For profit from continuing operations

6.467 cents

6.427 cents
6.427 cents

1.80% cents

1.58% cents
1.80% cents

AR TR AREFTTT
RMB’000 RMB'000
B g R PROFIT FOR THE PERIOD 594,218 144,257
MR HE b2 mE R OTHER COMPREHENSIVE INCOME FOR
HERBE THE PERIOD, NET OF TAX - _
HAZEKELE TOTAL COMPREHENSIVE INCOME FOR
THE PERIOD 594,218 144,257
LATT FEAh - Attributable to:
RAFHEAEA A Owners of the Company 611,424 149,990
FE1E R Non-controlling interests (17,206) (5,733)
HAZEKEEE TOTAL COMPREHENSIVE INCOME FOR
THE PERIOD 594,218 144,257
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INTERIM CONDENSED CONSOLIDATED STATEMENT OF CHANGES

IN EQUITY

BE_ZT-_—FA=+tHLA~HEA
For the six months ended 30 June 2021
AAREAR AR
Attributable to owners of the Company
BRAR BROEE HtEE REEF @i RS BER
Non-
Share Share Other Retained controlling Total
capital premium reserves earnings Total interests equity
ARBFL ARETL ARETFT ARETT ARETE ARETT ARBTR
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
R-B-25-HF-H As at 1 January 2020 78,186 4,084,846 192,674 5,250,978 9,606,684 335,510 9,942,194
BREN(ER) Profit/(loss) for the period - - - 149990 149,990 (5733) 144,257
Br2ERE/(HR) Total comprehensive income/(loss)
ok for the period - - - 149,990 149,990 (5,733) 144,257
’\ﬁ@} BEIE Employee share award scheme:
IRBEE — Value of employee services
(P 7E15) (Note 15) - - 147 - 147 - 147
ERFERER Dividends paid to non-controlling
& 5 shareholders - - - - - (24,500) (24,500)
“NERBRERRE Final 2019 and speial dividend
(B5E13) (Note 13) - - - (1,126,416) (1,126,416) - (1,126,416)
EBAHMEEZ Non-controlling interests arising on
JETERBEZ business combination - - - - - 5,360 5,360
TR 2 HBRA Changes in interests in subsidiaries
EREE without change of control - - (6,355) - (6,355) 6,366 11
R-Z-EFXA=+H As at 30 June 2020
(REER) (unaudited) 78,186 4,084,846 186,466 4,274,552 8,624,050 317,003 8,941,053
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INTERIM CONDENSED CONSOLIDATED STATEMENT OF CHANGES

IN EQUITY

HE-Z-—FA=1THIEA~EA
For the six months ended 30 June 2021

FRREEAEN
Attributable to owners of the Company

BkEx  ROEE EtEE KRERA Bt FERED LY o

Non-
Share Share Other  Retained controlling Total
capital premium  reserves  earnings Total interests equity
ARBTT ARBTRT ARBTR ARBTR AR®TR AR%TR AR% TR
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000

R-B--%¥-8-H As at 1 January 2021 78,186 4,084,846 725,222 4,302,088 9,190,342 758,383 9,948,725
RN/ (BB) Profit/(loss) for the period - - - 611,424 611,424  (17,206) 594,218
Br2ERE/(FR) Total comprehensive income/(loss)

k) for the period - - - 611,424 611,424 (17,206) 594,218
EERMZREE - Employee share award scheme:

-EIRBEE - Value of employee services

(P3E15) (Note 15) - - 17,169 - 17,169 - 17,169

ERFERER Dividends paid to non-controlling

iR & shareholders - - - - - (73,500)  (73,500)
“Z-ZEREPKRE Final 2020 dividend

(P &E13) (Note 13) S = - (123,054) (123,054) - (123,054)
fEE REHERN Repurchase and cancellation

(F5E7) of shares (Note 7) (116)  (29,055) - - (29.17) - (29171)
HE—HHELD A Disposal of a subsidiary - - (398) 274 (124) (171) (295)
THEZH RBHE Deemed dilution without change

of control - - 135,310 - 135,310 87,934 223,244
TYEEH  EREE Equity transfer without change
of control - - 41,540 - 41,540 80,690 122,230

HWERAZHE Capital contribution of subsidiaries = = (654) = (654) 654 =
R-Z--%xA=+H As at 30 June 2021

(REER) (unaudited) 78,070 4,055,791 918,189 4,790,732 9,842,782 836,784 10,679,566
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FHIRARE RS RER
INTERIM CONDENSED CONSOLIDATED STATEMENT OF CASH FLOWS

BE-Z-—~"A=1+HIEA@ER
For the six months ended 30 June 2021

BEAAZ=Z+THLEXRER

Six months ended 30 June

—E-—F ZTEZTF
2021 2020
AR T ARBF T
RMB’000 RMB’000
B 5 (REEXR) (REEER)
Notes (Unaudited) (Unaudited)
KETE CASH FLOWS FROM

BEeERE OPERATING ACTIVITIES
EBEANERS Cash generated from operations 17 695,448 174,947
BRETEH Income tax paid (80,357) (147,854)
RETHNRESRERE Net cash flows from operating activities 615,091 27,093
REEE CASH FLOWS FROM

ﬁ%;ﬁ% INVESTING ACTIVITIES

HE L R HE Capital contribution to associates = (98,426)
E*ﬁa BEDELEA Capital contribution to a joint venture - (5,337)
BEYE  BER Purchases of items of property,

B plant and equipment (320,033) (219,004)
BEELEE Purchases of intangible assets (21,423) (74,804)
EER AT ER ABED Purchases of financial assets at fair

TEREE value through profit or loss (9,736,476) (6,776,895)
HERAFEFABEN Proceeds from disposal of financial assets

BRVEEMSHIE at fair value through profit or loss 9,316,750 6,505,950
HEWE - BB REE Proceeds from disposal of property,

FriS 308 plant and equipment 445 2,035
Mf??%*?ﬂﬁﬁ Advances of loans to a third party (141) (4,928)
B N R ERBN Advances of loans to an associate (93,021) (29,353)
i ol/NC] 1 B RGROE Repayment of loans from associates 25,000 -
FE=HENERRE Repayment of loans from a third party 762 1,158
W HEHI B AR REFE G - Acquisitions of subsidiaries and a business

HREARS combination, net of cash acquired 16 (106,300) 7,501
B2 UF & Interest received 39,082 23,005
RETHFARESRERE Net cash flows used in investing activities (895,355) (669,098)
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INTERIM CONDENSED CONSOLIDATED STATEMENT OF CASH FLOWS
BE_Z_—FXA=1THLXEA

BEAAZ=Z+THLEXRER

Six months ended 30 June

—E-—F —EEF
2021 2020
AR T ARBEF T
RMB’000 RMB’000
B 5 (REER) (REEER)
Notes (Unaudited) (Unaudited)
MEED CASH FLOWS FROM
REeERE FINANCING ACTIVITIES
BRHE A Repayment of borrowings (412,940) _
&S RIE Proceeds from borrowings 501,767 587,820
EERITHERND Repurchase and cancellation of shares 7 (29,171) -
FEBHLBEEMNK Principal portion of lease payments (893) (1,669)
—EE R IEERRER Capital contribution by non-controlling
& shareholders of a subsidiary 223,244 11
TR T, HERB AT Partial disposal of equity interests in
ab o> AR #E subsidiaries without change of control 113,410 -
BT IE R IR Dividends paid to non-controlling
fi% & shareholders (73,500) (24,500)
B4 B8 Interest paid (14,844) (290)
RMETEEMEL Net cash flows generated
REeRBEFHE from financing activities 307,073 561,372
ReRBReESEYEM Net increase/(decrease) in cash and
(R2)F8E cash equivalents 26,809 (80,633)
HyBRekBeE Cash and cash equivalents
R at beginning of the period 4,604,041 5,117,143
BARESRESSE Cash and cash equivalents
By at end of the period 4,630,850 5,036,510
ReRBLEEY ANALYSIS OF BALANCES OF CASH AND
BRRDMN CASH EQUIVALENTS
e RIRTTHE Cash and bank balances 4,630,850 4,947,814
PP ML AN ERA  Cash and cash equivalents as stated in
2izReRBELE the interim condensed consolidated
B statement of financial position 4,630,850 4,947,814
ERIESEEBEERSR Cash and short term deposits attributable
SR-RERN to discontinued operations = 88,696
RAPHIERALAIRERERA  Cash and cash equivalents as stated in
2izReRBEE the interim condensed consolidated
R statement of cash flows 4,630,850 5,036,510
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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"), manufacturing and sale of pharmaceutical and medical
aesthetic products in the People’s Republic of China (the “PRC").

The address of the Company’s registered office is Clarendon House, 2 Church
Street, Hamilton HM 11, 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 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 2021 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 2020.
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STATEMENTS
HE-Z-—FA=1THIEA~EA
For the six months ended 30 June 2021

BASIS OF PREPARATION AND CHANGES TO THE
GROUP’S ACCOUNTING POLICIES (continuea)

2.1

2.2

Basis of preparation (continued)

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 31 August 2021.

Changes in accounting policies and disclosures

The accounting policies adopted in the preparation of the interim
condensed consolidated financial statements are consistent with those
applied in the preparation of the Group’s annual consolidated financial
statements for the year ended 31 December 2020, except for the
adoption of the following revised International Financial Reporting
Standards (“IFRSs”) for the first time for the current period’s financial
information.

T EEENFE - F20E B

Interest Rate Benchmark Reform — Phase 2

Amendments to IFRS 9, IAS 39, IFRS 7, IFRS 4 and IFRS 16

B R B 75 S 5 2E A S5 165 1S 5T
Amendment to IFRS 16

ZEZ—FNA=AHZEE201978 M K & R G 69
T EE(BEHKA)

Covid-19-Related Rent Concessions beyond 30 June 2021
(early adopted)
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BASIS OF PREPARATION AND CHANGES TO THE
GROUP’S ACCOUNTING POLICIES (continuea)

2.2 Changes in accounting policies and disclosures
(continued)

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

Amendments to IFRS 9, IAS 39, IFRS 7, IFRS 4 and IFRS 16 address
issues not dealt with in the previous amendments which affect
financial reporting when an existing interest rate benchmark is
replaced with an alternative risk-free rate (“RFR"). The phase 2
amendments provide a practical expedient to allow the effective
interest rate to be updated without adjusting the carrying amount
of financial assets and liabilities when accounting for changes in
the basis for determining the contractual cash flows of financial
assets and liabilities, if the change is a direct consequence of the
interest rate benchmark reform and the new basis for determining
the contractual cash flows is economically equivalent to the
previous basis immediately preceding the change. In addition,
the amendments permit changes required by the interest rate
benchmark reform to be made to hedge designations and
hedge documentation without the hedging relationship being
discontinued. Any gains or losses that could arise on transition
are dealt with through the normal requirements of IFRS 9 to
measure and recognise hedge ineffectiveness. The amendments
also provide a temporary relief to entities from having to meet the
separately identifiable requirement when an RFR is designated as
a risk component. The relief allows an entity, upon designation of
the hedge, to assume that the separately identifiable requirement
is met, provided the entity reasonably expects the RFR risk
component to become separately identifiable within the next
24 months. Furthermore, the amendments require an entity to
disclose additional information to enable users of financial
statements to understand the effect of interest rate benchmark
reform on an entity’s financial instruments and risk management
strategy.
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STATEMENTS
HE-Z-—FA=1THIEA~EA
For the six months ended 30 June 2021

2. BASIS OF PREPARATION AND CHANGES TO THE
GROUP’S ACCOUNTING POLICIES (continuea)

2.2 Changes in accounting policies and disclosures
(continued)

(a) (continued)

The Group had certain interest-bearing bank borrowings
denominated in RMB based on the Loan Prime Rate (“LPR") as at
30 June 2021. Since the interest rates of these borrowings were
not replaced by RFRs during the period, the amendment did not
have any impact on the financial position and performance of
the Group. If the interest rates of these borrowings are replaced
by RFRs in a future period, the Group will apply this practical
expedient upon the modification of these borrowings provided
that the “economically equivalent” criterion is met.

Amendment to IFRS 16 issued in March 2021 extends the
availability of the 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 by 12 months.
Accordingly, the practical expedient applies to rent concessions
for which any reduction in lease payments affects only payments
originally due on or before 30 June 2022, provided that the
other conditions for applying the practical expedient are met.
The amendment is effective retrospectively for annual periods
beginning on or after 1 April 2021 with any cumulative effect of
initially applying the amendment recognised as an adjustment to
the opening balance of retained profits at the beginning of the
current accounting period. Earlier application is permitted. The
amendment did not have any impact on the financial position and
performance of the Group as the Group does not have any lease
payments reduced or waived by the lessors.
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BE-ZTZ-—F-"A=+HIEAEAR
For the six months ended 30 June 2021

3. oEER

BE-ZE-_—F
AAZTHLKEA

Six months ended
30 June 2021

SEGMENT INFORMATION

h BB

Generic
medicine
AR® TR
RMB’000
(REEZ)
(Unaudited)

Rl #E R
BXEM Hit & m #st
Medical Innovative
aesthetic medicine and
products other medicine Total
ARBT R AR TR AR TR
RMB’000 RMB’000 RMB’000
(REEZ) (REEX) (REERK)

(Unaudited) (Unaudited) (Unaudited)

AW A (HEEE10) Segment Revenue (Note 10)
SMER R P B B LA Sales to external customers 1,509,787 257,923 139,509 1,907,219
DEEEE Intersegment sales - - 15,518 15,518
1,509,787 257,923 155,027 1,922,737
HER - Reconciliation:
53 BB B 38 6 ¥ 8 Elimination of
intersegment sales (15,518)
FE L W Revenue from
continuing operations 1,907,219
o E Segment results 915,280 199,047 (268,836) 845,491
AR - Reconciliation:
Talp# e EM A Unallocated other income 9,818
TR #e EM s Unallocated other gains
-8 - net 59,314
A D #EE A Unallocated expenses (43,747)
DEIE: Lol RiT b Unallocated finance expenses (694)
DAEFE A AT EH  Share of profits and losses of
& & s A A8k investments accounted for
using the equity method (50,699)
REBELEEBLZ Profit before tax from
F 25 A1 ) continuing operations 819,483
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HE-Z-—FA=1THIEA~EA
For the six months ended 30 June 2021

3. oHER =) 3. SEGMENT INFORMATION (continued)
BIFER
HH g BXEM HibgEm st
Medical Innovative
BE_Z_-=F Six months ended Generic aesthetic medicine and
ANA=+HIEAREA 30 June 2020 medicine products other medicine Total
ARET T AR®T T ARETT ARET T
RMB’000 RMB’000 RMB’000 RMB’000
(RBEZ) (REERZ) (REEZ) (REEZ)
(Unaudited) (Unaudited) (Unaudited) (Unaudited)
AU A (HF5E10) Segment Revenue (Note 10)
SNERE P 3 E WA Sales to external customers 899,144 29,564 125,829 1,054,537
o EbE e Intersegment sales - - 15,051 15,051
899,144 29,564 140,880 1,069,588
HER - Reconciliation:
5> 50 85 6 1 8F Elimination of
intersegment sales (15,051)
R 2 W= Revenue from
continuing operations 1,054,537
o EP & Segment results 459,050 25,029 (157,290) 326,789
YR - Reconciliation:
] 7 8 E A Mg A Unallocated other income 4,583
T o #eE &R Unallocated other losses
- FE - net (3,412)
TR N#EHNER Unallocated expenses (13,833)
DEIE: Lol piT b Unallocated finance expenses (578)
DAEFE A EFTEH  Share of profits and losses of
& & A A8k investments accounted for
using the equity method (11,429)

REBELEEBLZ Profit before tax from
Fx %54 A 4 continuing operations 302,120
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3.

72
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ERERRECHRBERAR
%é.‘%ﬂﬁ§$ é%giﬂ?Ti?%%ﬁrﬁzﬁ
SEMARHRE  RFEEREDEE
R-EREENZEREEELED
BB e

ARAEEEHNTEENERAREESE
¥ —FE-_—F—H—HUAT - &%
B —HEKSP BHE_T_—F
NAZTHEREAR  AEEDEKNE
BA— %E%& SENE c REBEEE
m R A K g 1g = A R #257,923,000
E(ﬁi_q_qi/\ﬁ +E|Ji/\1.
B AR #29,564,0007T) - AL EE
DEANEAEMERE  BYHEARES
DER-AKESE BT REE B

Em BIMEREMER A BE
L%Z:n:_q_wﬁz/\ﬁ +E|Jt/\1lﬁ
BIEREE KL o

HE-Z-—FXXA=+tRHLEAEAR -
FiAHEEHIREDHE ARNEBE B &K
HEAEEBWZHI0%H A L(HE-F
—EEXAZHALEANEA B)HNS

ME- -BERRE

HE-_Z-—FXA=Z+tRHIA~EA -
REE LA A A R%331,137,0007T (&
E-T-THEXA=TBHILEARNEA A
R #212,237,0000) B L E (T B IE
FRPAMELSEMBHRERWE 16T
BRZEBEHEBEZDE  BE K&
#) o

RBEE-_ZE-_—FNA=1+H8IRN
BA AEELEERAFEAARE
2,975,00071(%2?:%:%¢7\HE+
HIERER « AR®2,148,000T) K&
EFEENSEARBELHENEER
HN) - EEUH T E B A R #2,530,000
T(HE-_Z-_ZTFA=+HIL A
A+ AR®30,000T) °

REBEE-_ZT-_—FR_ZT_ZF A
=FTHIERBEAR - WEBRRERERE -

SEGMENT INFORMATION (continued)

The chief operating decision-maker has been identified as the executive
directors of the board of the Company. The executive directors of the board
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 of the board of the Company consider the business from
the product perspective. Prior to 1 January 2021, the Group was engaged in
one business segment. During the six months ended 30 June 2021, the Group
has successfully transformed itself into a medical aesthetic and pharmaceutical
company. The revenue from medical aesthetic products increased significantly to
RMB257,923,000 (six months ended 30 June 2020: RMB29,564,000). The Group
has changed the structure of its internal organisation in a manner which resulted
in the change in reportable segments into three business segments, being the
generic medicine, medical aesthetic products, innovative medicine and other
medicine. Accordingly, the corresponding information for the six months ended
30 June 2020 has been restated.

During the six months ended 30 June 2021, all sales were from distributors and
there were no distributors of the Group from which the revenue amounted to
10% or more of the Group’s revenue (six months ended 30 June 2020: Nil).

PROPERTY, PLANT AND EQUIPMENT

During the six months ended 30 June 2021, the Group acquired assets at a
cost of RMB331,137,000 (six months ended 30 June 2020: RMB212,237,000),
excluding property, plant and equipment acquired through a business
combination disclosed in note 16 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 RMB2,975,000 were disposed of by the Group
during the six months ended 30 June 2021 (six months ended 30 June 2020:
RMB2,148,000), resulting in a net loss on disposal of RMB2,530,000 (six
months ended 30 June 2020: RMB30,000).

No impairment losses were recognised during the six months ended 30 June
2021 and 2020.
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HE-Z-—FA=1THIEA~EA
For the six months ended 30 June 2021

5. BRAFEFABEZNER FINANCIAL ASSETS AT FAIR VALUE THROUGH
gE PROFIT OR LOSS
TXH#EAEAEER-_ZE=—FA Set out below is an overview of financial assets, other than cash and cash
=tHER-_ZE-_ZEF+_F=+—HF equivalents, trade and other receivables, held by the Group as at 30 June 2021
HEnesmiEEBRe RS ED and 31 December 2020
B 5 M A FE WAR SRR ) LB
S
As at
—E=-—F —EETF
~NB=+tH +=-—A=+—H
30 June 31 December
2021 2020
AR T ARBET T
RMB’000 RMB’'000
Bt 5 (REEZ) (&)
Notes (Unaudited) (Audited)
IERE Non-current
EBEATESAER(EAFE Financial assets at fair value through
FABRDMNEREE - profit or loss (“FVPL"):
MAFEFEMNIELETRERE  Unlisted equity investments, at fair value i 273,479 196,153
B Current
BAFEFAEBEGENESREE - Financial assets at FVPL:
B EM Wealth management products ii 679,230 332,683
952,709 528,836

it - Notes:
(i) B IEAKBP  Biosciences  Holdings 0)
Limited » Lindeman Asia No. 12
Investment  Fund ~ DJS  Antibodies

Limited + Ascendum Healthcare Fund
PsiOxus Therapeutics Limited * Shenzhen
Step Robotics Technology Co., Ltd.
JeBeijing  Gretson  Biopharmaceutical
Technology Co., Ltd.3F E Tz i 15 &9
MR E - REBHN T B ARRIFEZ
Sty - BT HE R
EoBRBRAFEFAEMEZEKR
WEREE -

(i) ZREEATEABETEERFHN
RITHATEEE N EAOBIE @ - %
S E G OR Bl D BB R A FERT
ABENEREE RAEANERS
MEXFERAE RFBMNK -

(i)

The amount represents equity investments in the unquoted equity shares of KBP
Biosciences Holdings Limited, Lindeman Asia No. 12 Investment Fund, DJS Antibodies
Limited, Ascendum Healthcare Fund, PsiOxus Therapeutics Limited, Shenzhen Step
Robotics Technology Co., Ltd. and Beijing Gretson Biopharmaceutical Technology
Co., Ltd.. The Group intends to hold these equity shares for the foreseeable future
and has not irrevocably elected to classify them as financial assets at fair value
through other comprehensive income.

The amount represents wealth management products issued by certain reputable
banks in Mainland China with no fixed interest rate. They were mandatorily
classified as financial assets at fair value through profit or loss as their contractual
cash flows are not solely payments of principal and interest.
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BE-ZTZ-—F-"A=+HIEAEAR
For the six months ended 30 June 2021

6. ESZRHEMEBWERR 6. TRADE AND OTHER RECEIVABLES
R»
As at

- —fF —ETF

AA=+H tZH=+—H

30 June 31 December

2021 2020

AR® TR ARBFT

RMB’000 RMB’'000

(REER) (EE%)

(Unaudited) (Audited)

EORKER-F=7 Trade receivables — third parties 657,001 272,514
FE W R % Notes receivable 201,721 128,427
mEtEANRER Loans to associates 88,070 113,445
TE AT L E g FROB Prepayments to suppliers 136,033 150,618
JE W L th B B 7 RRIB Amounts due from other related parties 16,300 16,300
U & & 2 RIE Amount due from a joint venture 2,221 675
JE W Bt 2 A R RIB Amount due from an associate 224 -
E b fE YRR K Other receivables 231,249 316,523
1,332,819 998,502
B 5 rWERZORERE Provision of impairment on trade receivables (24,050) (11,123)
o U BR FOR B B B Provision of impairment on other receivables (17,566) (15,839)
1,291,203 971,540

RIREHIKR B HERBEFTIREZHE An ageing analysis of the trade receivables as at the end of the reporting
ERHBER ST T (KRB EE) : period, based on the invoice date and net of provisions, is as follows:
»
As at

—E=-—F —T_TF

ANB=Et+tH +=ZRAR=+—H

30 June 31 December

2021 2020

AR®T T ARKEFTT

RMB’000 RMB’'000

(REER) (&)

(Unaudited) (Audited)

3E A AR Within 3 months 564,811 225,443
3%618 A 3 to 6 months 44,850 22,101
6121 A 6 to 12 months 20,646 8,602
1F A E More than 1 year 2,644 5,245
632,951 261,391

74 ) * 1% & @ & BR A & SIHUAN PHARMACEUTICAL HOLDINGS GROUP LTD.

i
BE
B
ol
Her
=



ARG BR AR S B 15 SRR MY Rt
NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL
STATEMENTS

HE-Z-—FA=1THIEA~EA
For the six months ended 30 June 2021

7. REARRGEE 7. SHARE CAPITAL AND SHARE PREMIUM
BETR
EEEBR HBREBR
#A #A i 2 IR 43 )% B st
Number of
Number of issued and
authorised fully paid
ordinary ordinary Share Share
shares shares capital premium Total
Tk TR AR®T R AR®T R ARET R
Share’000 Share’000 RMB’000 RMB’000 RMB’000

RNZZE—NF+ZA=+—H Asat31 December 2019

(lE&E%) (audited),

—E-FFXA=1H 30 June 2020

(REEZ)M (unaudited) and

—E-TF+-A=+—H 31 December 2020

(&%) (audited) (Hong Kong dollar

(B0 T((#ERT])) ("HK$") 0.01 per share) 100,000,000 9,465,682 78,186 4,084,846 4,163,032
BE-Z-—-%5XA Movement for

=STHIERBANEE : the six months ended

30 June 2021:
8 1 30 5 8 AR 43 (BFE(T)) Repurchase and

cancellation of shares

(Note (i) - (13,900) (116) (29,055) (29,171)
R=-ZB--FXA=+H As at 30 June 2021
(REBER) (unaudited)
(FR0.0158T) (HK$0.01 per share) 100,000,000 9,451,782 78,070 4,055,791 4,133,861
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7. BREAERGEE® 7. SHARE CAPITAL AND SHARE PREMIUM (continued)

By RBE_ZE-_-—F~A=+ () During the six months ended 30 June 2021, the Company repurchased
HIEARNEARA KA LBE 13,900,000 shares of its own shares on the Stock Exchange at a total
34,897,000 T (B & FEMX) consideration, including expenses, of HK$34,897,000 (equivalent to
(#8& » A K ¥ 29,171,000 7T) RMB29,171,000). As at 30 June 2021, these repurchased shares were
A Bk 22 P B8 @ A 13,900,000 A% % cancelled.

HeR_E-_—FA=+TH"
ZEBEBRGOE ML -
8. FEMITER 8. INTEREST-BEARING BANK BORROWINGS
»
As at
ZEZ—F S
ANB=+tH +=ZA=+—8H
30 June 31 December
2021 2020
AR TR ARBFT
RMB’000 RMB’'000
(REEZ) (&%)
(Unaudited) (Audited)
B Current
BEIPRITERK Secured bank borrowings 86,782 108,640
EI IR R ITIE X Unsecured bank borrowings 59,290 279,290
146,072 387,930
FER B Non-current
BHEIFRITE K Secured bank borrowings 665,858 331,173
811,930 719,103
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HE-Z-—FA=1THIEA~EA
For the six months ended 30 June 2021

8. ETERMITIER 8. INTEREST-BEARING BANK BORROWINGS (continued)
S
As at

—EB-—F —E_EF

NB=+H +ZA=+—H

30 June 31 December

2021 2020

ARB TR ARBEF T

RMB’000 RMB’000

(REEZR) (& Z)

(Unaudited) (Audited)

DR - Analysed into:
|ATIE R Bank borrowings:

F—FR Within the first year 146,072 387,930

FE_ZHFR Within the second to fifth years 327,344 199,980

AFLE Beyond five years 338,514 131,193

811,930 719,103

et Notes:
(@) AEBNRITEFUNEEEESTA (@  The bank borrowings of the Group are secured by certain assets including
R #694,724,000t (Z T T F + = leasehold land, property, plant and equipment with an aggregate carrying value
A=+—H : ARK®¥397,382,0007T) of RMB694,724,000 (31 December 2020: RMB397,382,000), the pledge of certain
MEELH Y BELIXESSE of the Group’s time deposits amount to RMB144,548,000 (31 December 2020:
TEAEEER A&EEBETEHRF RMB144,548,000) and portion of equity interests in a subsidiary.

AR 144,548,000 (— T - T4
+ZA=+—8 AR¥144,548,000
TIR—FRHBRAIMN B ESIEL

o

(b) FIBRITERAARETE - (b) All bank borrowings are denominated in RMB.

(c) RZE-—FXA=+H8 RITER (o) The effective interest rates of the bank borrowings as at 30 June 2021 range from
HEBRFFHEN T2.05%F4.90% (= 2.05% to 4.90% (31 December 2020: 2.05% to 6.85%) per annum.
T-TFFT-A=+—H8 :205%&

6.85%)
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ARG BR AR B BT 5 SRR B R
NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL
STATEMENTS

BE-ZTZ-—F-"A=+HIEAEAR
For the six months ended 30 June 2021

9. ESFRHEMEMNERR 9. TRADE AND OTHER PAYABLES
i
As at
—E-—F —EZZF
~NA=+tH +=-—A=+—H
30 June 31 December
2021 2020
AR TR AR®EF T
RMB’000 RMB’'000
(REER) (& z)
(Unaudited) (Audited)
D HEE R R E Accrued reimbursement to distributors 1,035,404 914,490
Lz B BT /BB 1 &) FE A BR 3K Payable for acquisitions of subsidiaries 346,500 346,500
EiEe Deposit payables 198,076 187,169
FER AR B Dividends payable 126,164 159
E S EMNERR Trade payables 124,315 106,201
FE SRR AR AR AN R 5% R B B e Costs of construction and purchase of equipment payables 109,955 105,544
B EHE Salaries payable 38,172 64,142
JE 1 F| B Interest payables 8,388 7,454
H At B A BR X Other payables 111,402 98,502
2,098,376 1,830,161
RIEHR EHENERENEEZEHA An ageing analysis of the trade payables as at the end of the reporting period,
BEHOERERTET : based on the invoice date, is as follows:
i
As at

ZEZ—F S
NA=+tH +=-—A=+—H
30 June 31 December
2021 2020
AR TR ARBFT
RMB’000 RMB’'000
(RRER) (=)
(Unaudited) (Audited)
618 A A Within 6 months 98,287 83,808
6lEAZE1F 6 months to 1 year 9,548 6,805
1F M E More than 1 year 16,480 15,588
124,315 106,201
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ARG BR AR S B 15 SRR MY Rt
NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL
STATEMENTS

HE-Z-—FA=1THIEA~EA
For the six months ended 30 June 2021

10. W R EMW A 10. REVENUE AND OTHER INCOME

W R EMBEANITOT - An analysis of revenue and other income is as follows:

BEAA=tRLEAREA

Six months ended 30 June

—E-—F T F
2021 2020
AR T ARBF T
RMB’000 RMB’000
Bt (REEEX) (REEER)
Notes (Unaudited) (Unaudited)
W = Revenue
BPafka Revenue from contracts with customers:
HEBER Sale of pharmaceutical and
BXEM medical aesthetic products i 1,907,219 1,054,537
Hip g A Other income
F B WA Interest income 68,720 67,211
BAMEKERE 2 Gross rental income from investment
HeW ABzE property operating leases ii 5,376 4,473
& o iy Sale of distribution rights ii 3,105 5,360
i 2 A R&D income 160 -
H Others 2,644 8,787
80,005 85,831
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it

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL

STATEMENTS
BE-ZTZ-—F-"A=+HIEAEAR
For the six months ended 30 June 2021

10. W R EMUW A @)
Hiat -
(i) BEPAHWFZABRENPRHRANME

EREXEMHEE REREVNE
IR -

(i) FRA)FE I (AR B RS A P FE AT
—RARFMERHE308 AR - A

10. REVENUE AND OTHER INCOME (cContinued)

Notes:

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

(i) 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

W AHDWTIT rental income is as follows:
BEAA=THLEXEA

Six months ended 30 June
—EZ—F —EEF
2021 2020
AR® T ARBEF T
RMB’000 RMB’000
(RRER) (REEER)
(Unaudited) (Unaudited)

b [& T 35 Geographical markets

A R Mainland China 1,467 1,323
&5 Hong Kong 3,909 3,150
5,376 4,473

80 e

i
BE
B
ol
Her
=

* 1% & @ & BR A & SIHUAN PHARMACEUTICAL HOLDINGS GROUP LTD.



10. WERHMBWA o)

(i) HEDHENBETISEHRTE
Wi - AR D HERE T —EH
HADHEAREERNERN - B
WEBRESERET LELEFES
U B ER AT 0 6 1 A R TR AR
B-HEDHENAGNWERAT
F o

TRERFTARERVANEE
B A 7S H TR e 52 /5 L 4t A B B

(iii)

1 B 6 BR 47 & B A5 dR R M R
NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL
STATEMENTS

HE-Z-—FA=1THIEA~EA
For the six months ended 30 June 2021

10. REVENUE AND OTHER INCOME (cContinued)

The geographical market of all the sale of distribution rights is in

Mainland China. The performance obligation is satisfied over time as the

distributors are granted for the rights to distribute the Group’s products

for certain period and advances are normally required on the inception

of distribution agreement. Contracts for the sale of distribution rights are

for periods of five years.

The following table shows the amounts of other income recognised in

the current period that were included in the contract liabilities at the

7B beginning of the reporting period:
BEANA=THLXEA

Six months ended 30 June
—E=Z—F —EETF
2021 2020
AR®T T ARBF T
RMB’000 RMB’000
(REEZR) (REEEZ)
(Unaudited) (Unaudited)

MREARSHVEHAEN Recognition of other income that was included in
Ef g A - contract liabilities at the beginning of the
reporting period:

& D i Sale of distribution rights 275 5,360
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ARG BR AR B BT 5 SRR B R
NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL
STATEMENTS

BE-ZTZ-—F-"A=+HIEAEAR
For the six months ended 30 June 2021

11. RESEKKELE KB 11. PROFIT BEFORE TAX FROM CONTINUING

Al 2 F OPERATIONS

AREBROAFESLEL 2B AHEH The Group's profit before tax from continuing operations is arrived at after

KB SORM) charging/(crediting):

BEAA=THLXEA
Six months ended 30 June
—E=-—F —_T_TF
2021 2020
ARBT T ARBFT
RMB’000 RMB’000
Pt 5 (RRER) (REEER)
Note (Unaudited) (Unaudited)
FEHENA Cost of inventories sold 440,096 268,480
B R A UL ER Gain on deemed dilution i (59,228) -
B 5 & H b ' WK FORE Impairment of trade and other receivables 14,654 4,610
FEREZEA#IHFE Write-down of inventories to
net realisable value 7.959 4,252
HEME BERREBOEE Loss on disposal of property, plant and
equipment 2,530 30

Mt Note:

0) REBREEMBRAEMNEERIR (i) The Group’s interest in Jilin Zesheng Environmental Protection Engineering Co.,
RIBABRAR([EAREBR]OE Ltd. (“Jilin Zesheng”), a wholly-owned subsidiary, was diluted during the period
HREBEZT - —FA=1+THILH ended 30 June 2021 as a result of the capital injection from a third party investor,
FRE=ZFAREETERHRE &/ which resulted that Jilin Zesheng became an associate of the Group and a gain on
MEBEKAAEENBE AR I deemed disposal amounting to RMB59,228,000 was recorded.

8215 1 By U BB 5 A R 559,228,000
5T o

i
h\gé
vt
Kol
R
s
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HER R B AR & BT 15 R I T

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL

STATEMENTS

HE-Z-—FA=1THIEA~EA
For the six months ended 30 June 2021

12. FREHB X 12. INCOME TAX EXPENSE
EBFNEBIIUNBE_ZS=_—F A Hong Kong profits tax has been provided at the rate of 16.5% (six months
—tHIERNEAEEBEENGETET ended 30 June 2020: 16.5%) on the estimated assessable profits arising in
BABEZ165%MRE(HEZE_Z_F Hong Kong for the six months ended 30 June 2021, except for one subsidiary
FRA=ZTHIEREAR 16.5%) 511 - of the Group which is a qualifying entity under the two-tiered profits tax
TEERERN—HENE QR (EAF rates regime. The first HK$2,000,000 (six months ended 30 June 2020:
BHMAHTHAEERER) - ZMB HK$2,000,000) of assessable profits of this subsidiary are taxed at 8.25% (six
AREIHE2,000,0008 T (HEZ-2=-F months ended 30 June 2020: 8.25%) and the remaining assessable profits
FARNA=ZFTHIEXNMEA 2,000,000 are taxed at 16.5% (six months ended 30 June 2020: 16.5%). The PRC
TL) FERE R F 28 25% M B R (= = subsidiaries of the Group have determined and paid the corporate income tax
TTFANA=THIENREAR :825%) in accordance with the Corporate Income Tax Law of the PRC at the tax rate of
A megr TR FAERZ16.5%58 25% (six months ended 30 June 2020: 25%). Certain PRC subsidiaries of the
MEBHEZ-_ZEFXA=1THIEX Group were qualified as high-tech enterprises. Accordingly, those subsidiaries’
@A 16.5%)EF - NEBH S BENHE corporate income tax for the six months ended 30 June 2021 and 2020 was
NEDREBE(PFEARLENMBEMNERE provided for at a preferential tax rate of 15%. Taxes on profits assessable
BOEIR25%N TR (BE T _TF R elsewhere have been calculated at the rates of tax prevailing in the countries in
A=+HIEXER :25%)EFE k&N which the Group operates.
REMRER - AEENETHREMNER
AIRERMENEEER - Bt - %%
MEARRBEEZE=_—FR=_ZE=%
FRA=ZTHIEAREAZRIS%HEES
EEH R EMMED o H it 5 T A
HBBRAEAER 2 EMTERKRHIER
IREFE -
REBBRE-_ZE-_—FR_ZT_FTFX The income tax expense of the Group for the six months ended 30 June 2021
A=TRHIEANBEANMEBREZ SN and 2020 is analysed as follows:
T
BEARA=THLXEA
Six months ended 30 June
—E=-—F —_T_TF
2021 2020
AR®T T AR®EF T
RMB’000 RMB’000
(RRER) (REER)
(Unaudited) (Unaudited)
B AR Current 223,035 161,963
Rk Deferred 2,230 (28,536)
225,265 133,427
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NO\TES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL
STATEMENTS

HE-Z

——FRNA=+HIERER

For the six months ended 30 June 2021

13.

Hﬁ /%\

13. DIVIDENDS

BEAA=tHLAEA

Six months ended 30 June

—B-—fF —ECEF
2021 2020
AR® TR ARKEFTTT
RMB’000 RMB’'000
(REEZ) (REEER)
(Unaudited) (Unaudited)
EEREBRRE : Dividends on ordinary shares declared:
—EEFRPBEERE : Final cash dividend for 2020:
BREBRARK1.3S RMB1.3 cents (2019: RMB1.3 cents)
(ZZ—NF : ARKE1.39) per ordinary share 123,054 123,054
BRIRSRE « & Special cash dividend: Nil
—E-NF BREER (2019: RMB10.6 cents per ordinary share)
AR¥10.69) - 1,003,362
123,054 1,126,416
EEREBRRE : Dividends on ordinary shares declared:
—E-—FHHPREEKRE : Interim cash dividend for 2021:
Em(ZZE_ZF Nil (2020: RMBO.1 cent per ordinary share)
FHREBBRARKISD) = 9,466
FRIR e RS - Special cash dividend:
m(ZT =% Nil (2020: RMB3.0 cents per ordinary share)
BREBRARE30D) - 283,970
- 293,436

84

BHE-_Z-ZTE+-_A=+—HIEE
WAHESREERLEBRARELS
o (& £ AR B 123,054,0000) B 7 =
T —FARAZFTHBRTHNARAKRE
BERE LEREME ZBRER =T
——FXNAZTBRIRIEN -

RZZEZ—FNA=+—8 E==gTD
RREENHE-_S-—FA=FAL
NEAAZAMFHBRE(BE-_T =%
FRAZTRALEANEAR : FHREESKE
BEREBRARBIID REFRIE K
BEERTABRARB3I0D B
A A R #293,436,0007T) ©

i

|

A final cash dividend of RMB1.3 cents per ordinary share for the year ended
31 December 2020 amounting to RMB123,054,000 was approved by the
shareholders at the annual general meeting of the Company held on 30 June
2021. The dividends have not been paid as at 30 June 2021.

On 31 August 2021, the board of directors did not recommend the payment of
any interim dividend for the six months ended 30 June 2021 (six months ended
30 June 2020: interim cash dividend of RMBO.1 cent per ordinary share and
special cash dividend of RMB3.0 cents per ordinary share, amounting to a total
of approximately RMB293,436,000).
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14.

BERER

BRERABANCETIREERNE B
RAAREBRBREN &EFARE
611,424,000 L(BEE T T F XA
=+ HIEARMEA - AR 149,990,000
JL) K BN BT i A% 0 4 35 A%
9,460,906,000 ik (B2 —F —FTF X A
=+ B8~ MEA :9465682,0000) &
o WEFHEARRBARNSEERD -

B ERN SR DIZARAESRE
RENWARBEBRES ARGEHA
EAMETE o S E AR E BB E TS
BRANFESRERRNNHAE &
TEBKREE  URKMAECEEY
BARARAFIT (R RIS & B A DA
B RBETEBBMNEFIE -

HER R B AR & BT 15 R I T

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL

STATEMENTS

HE-Z-—FA=1THIEA~EA
For the six months ended 30 June 2021

14. EARNINGS PER SHARE

The calculation of the basic earnings per share amounts is based on the profit
for the period attributable to ordinary equity holders of the Company of
RMB611,424,000 (six months ended 30 June 2020: RMB149,990,000), and
the weighted average number of ordinary shares of 9,460,906,000 shares (six
months ended 30 June 2020: 9,465,682,000 shares) in issuance during the
period, as adjusted to reflect the repurchased shares during the period.

The calculation of the diluted earnings per share amount is based on the profit
for the period attributable to ordinary equity holders of the Company, as used
in the basic earnings per share calculation. The weighted average number of
ordinary shares used in the calculation is the number of ordinary shares in issue
during the period, as used in the basic earnings per share calculation, and the
weighted average number of ordinary shares assumed to have been issued at
no consideration on the deemed exercise or conversion of all dilutive potential

ordinary shares into ordinary shares.
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ARG BR AR B BT 5 SRR B R
NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL

STATEMENTS
BE-ZTZ-—F-"A=+HIEAEAR
For the six months ended 30 June 2021

14. ERE RN #)

BREAREBRNIET I 8IET

st

=

14. EARNINGS PER SHARE (continued)

The calculations of basic and diluted earnings per share are based on:

BEANA=tRLEXREA

Six months ended 30 June

—EB=-—F —ZT-FTF
2021 2020
(REEEX) (REgERZR)
(Unaudited) (Unaudited)
B Earnings
REsTEBRERBRMNN AR F] Profit/(loss) attributable to ordinary equity holders of
LEEHEE AT, (EE)  the Company, used in the basic earnings per share
(ANREFT) calculation (RMB’000):
REFFEEEET From continuing operations 611,424 170,491
REDRIEREER From discontinued operations - (20,501)
RRATEBRES ARG A Profit attributable to ordinary equity holders of
(AR®FT) the Company (RMB’000) 611,424 149,990
B 17 Shares
RETESRERNRFNE & Weighted average number of ordinary shares in issue
Tima ke E(TR) for basic earnings per share (Share’000) 9,460,906 9,465,682
MErd - LTmRMETHE Effect of dilution — weighted average
number of ordinary shares:
B AR (FAR) Share options (Share’000) 57,687 -
9,518,593 9,465,682
BREXBF(ARES) Basic earnings per share (RMB cents)
H A For profit for the period 6.46 1.58
RERFEREEE 2 BT For profit from continuing operations 6.46 1.80
EREFRAARESD) Diluted earnings per share (RMB cents)
B i For profit for the period 6.42 1.58
REFELEER 2 5 A For profit from continuing operations 6.42 1.80
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HER R B AR & BT 15 R I T

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL

15. LR B E R AV

1. DRBEEZREBARD
ARGDRBERERE

=t &

(i)

R 17 2Bt &

REAAEEEIEEIRMH
BE AR ETRRE
(BlPlenty Gold Enterprises
Limited ([Plenty Gold]) -
BEAEAERBEMEE)
ER-Z-ZFtA-+h
B — 18 Ry a2 ([ {8
B KR % B &) skl
g2 -w==—=%—A
Z+HA  ARAS KK
(BIMSPEA Pharma Holdings
B.V.) MM g B iR 17 52 B
FTE XEARFT(REE
BRZBESKIHI ARG
A F] » @EPlenty Gold® &
BIEEZEAZTA R
BRERERMDEZBTEHFSE
FEEE %15 ° Plenty Gold ~ &
S TH B A % B4 R B AR {E
REOMERTARE
B & B A #£33,750,000
A& A& 1D fMMSPEA Pharma
Holdings B.V.8 88 K & ) 58
403,750,000 % B 7 © AT B
ZERMBAZFEARAIRE
EERHD EZEEUZFEA
WEHIFE - BERDEE
SESREEBRZFEARA
HANRARG - BT8R
B R B SR RT &I B AT

Bt e

AN BR8N A RO 45
HOBRMNZNZZNHRE
FrEHEERRENRE M
RS 8 R FE R TR
RELTZRROER - AR
AB AR E RSB R
eI AR E
HeEROEZBEMEE
M & A et 8 77 AR S

=7
FE o

STATEMENTS

HE-Z-—FA=1THIEA~EA
For the six months ended 30 June 2021

15. SHARE-BASED PAYMENTS

1. Sihuan Pharmaceutical Holdings Group Ltd. Share
Award Scheme and Share Option Scheme

(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.
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NO\TES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL
STATEMENTS

HE-Z
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For the six months ended 30 June 2021

15. LR GBERNTRa)

15. SHARE-BASED PAYMENTS (continued)

1. REZEEZEREERERA 1. Sihuan Pharmaceutical Holdings Group Ltd. Share
ARMERGTE REIRE Award Scheme and Share Option Scheme (Continued)
&)
(i) BRHEEZ &) (i) Share award scheme (Continued)
BIEE S MHRENTE - 58 Under the Employee Share Award Scheme, awards were granted
By W FAEBEAERE to the eligible employees of the Group, and are exercisable and
8 AiTERERANEME converted into shares of the Company of a specific amount, held
MR FERE(BEREBEBHER by Trustee Co., designated in each financial year during the period
ZERE MR EEER A from the grant date up to the expiry date of the relevant awards
HIFAARE) BTN ZTA granted.
NERBRARNT RGN B
EHE -
AEEETEEEREAOR The summary of the share awards granted to certain employees of
MERBHOBENT the Group is as follows:
6 R 5 2
RETEE REHE
(&) (1)
Exercise price in Number of
HKS$ per share awards granted
mEAH Grant date award (in thousands)
—EZ-—#=H=+H 20 March 2012 3.19 14,150
—ET—=FhhA=-++tH 27 September 2013 3.19 19,750
—E—=%+HA=+—H 21 October 2013 0.70 2,050
35,950

88

PU AR 8 B AR

RZE—RNRFNAZ-_TN
A - AEBEEKEE RN E
BYET & o # 31,448,1721%
BRE(RT24%EENR
M REREITE)IRTEE
SR BN .57 T
B 1 SR ER X o

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.
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL

15. LR ABEEBNS R

1. NEEHIZEREBERAD
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sHElE)

(i) REBZ &)
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STATEMENTS

HE-Z-—FA=1THIEA~EA
For the six months ended 30 June 2021

15. SHARE-BASED PAYMENTS (continued)

1. Sihuan Pharmaceutical Holdings Group Ltd. Share
Award Scheme and Share Option Scheme (Continued)

(i) Share award scheme (Continued)

The following share awards were outstanding under the Scheme
during the period:

BORGOGER
FI9ITEE
(&) 2E(FH)
Average exercise Awards (in thousands)
price in HKS per —E-—F —EETF
share award 2021 2020
®n—A—H At 1 January 1.57 964 964
REFAITE Exercised during the period 1.57 (964) -
WAXA=+H At 30 June 1.57 - 964
8 AR 1T 158 AR 1) 2E 8 &Y fiE i B Share awards outstanding have the following expiry dates and
MRITEENT : exercise prices:
BHRGORED SREERRTE S5 A 1T 1B i R ATE
TEEER) RBHE(FH) RBHE (FH)
Number of Number of
Exercise price outstanding awards outstanding vested and
in HK$ per granted exercisable awards
ZEA A Expiry date share award (in thousands) (in thousands)
—T_TF —T_TF
—E-—F +=A —EB-—fF +=A
ANA=1H =+—H ANA=tH =+—H
30 June 31 December 30 June 31 December
2021 2020 2021 2020
T —FX~AZ+N\HRH 28 June 2021 1.57 - 964 - -

RZE_—FA=+H "
A EIBEE N RITE RS2
(ZEZTF+=-A=+—
H :964,00013) °

The Company had no outstanding awards as at 30 June 2021 (31
December 2020: 964,000).
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HE-Z
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For the six months ended 30 June 2021

15. LR GBERNTRa)

15. SHARE-BASED PAYMENTS (continued)

1. REZEEZEREERERA 1. Sihuan Pharmaceutical Holdings Group Ltd. Share
ARMERGTE REIRE Award Scheme and Share Option Scheme (Continued)
&)

(i) BB Z %) (i) Share award scheme (Continued)
HE-_ZT-_—FA=+H For the six months ended 30 June 2021, total expenses amounting
IENER - I TFRERK to RMB67,000 (six months ended 30 June 2020: RMB147,000)
DB EARSRRAR S B were charged to the interim condensed consolidated statement of
FEMEZEWERFTARE profit or loss and other comprehensive income for share awards
#H = AR #67,0007T (# granted to employees with a corresponding change in equity.
F-ZT-_TFXA=TAH
WER1EA - AR 147,000
TT) v 0 aR ) BE RR AR FE
AABEETEWITESEHE The executive directors of the board of the Company have used
AZEAEABETEREE the binomial model to determine the fair value of the awards
HAXENEREEBOR granted, which is to be expensed over the vesting period.
FEH ARAEESTHITE Significant judgement on parameters, such as the risk-free rate,
FHEEA-EAEABFEX dividend yield and expected volatility, is required to be made by
HunmmEBRAE BB RN the executive directors of the board of the Company in applying
FEHREELEEHEZ Y the binomial model, of which the inputs are summarised below.
B ZE2H0E ABURN
BEHOT -
R=B—XRF
AA=Z+N\H
BRI G EE
Share awards
modified on
28 June 2016
BA]ﬁ HBEBHNRTECET) Closing price at the grant date (HK$) 1.60
B I & Risk-free rate 0.64%
%%% Dividend yield 2.14%
T8 HA K 18 (a) Expected volatility (a) 41.38%

90

(@) ZRIEHKRELFE
BREREFTENAY
BE - TIRBE AR A
i FHEREEE
1% H) R B E ©

St
Ko

(@)  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.
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15. LR ABEEBNS R

1. MEREBEHEZEREEAERAL
AR RE G B B
T8l #)

(i) FEIREZ
RZZE-_ZFENAZ-+RX
H XARBREBER=-Z
—+EFE+A-+HBERS
BN A A RE AR M AT B ([ A8
BRESE]) meBEE2
& 3% A $£94,656,0001%
ERRE AXATRBEARQ
AIRE AN AR B AR 0.0178 T A9
94,656,000% & i@ i - HEZE
FERBAERW -

REEETEEERTNE
BEmBEDT

®H B Grant date

15.

1 B 6 BR 47 & B A5 dR R M R
NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL
STATEMENTS

HE-Z-—FA=1THIEA~EA
For the six months ended 30 June 2021

SHARE-BASED PAYMENTS (cContinued)

1. Sihuan Pharmaceutical Holdings Group Ltd. Share
Award Scheme and Share Option Scheme (Continued)

(ii)

Share option scheme

On 26 August 2020, the Company granted a total of 94,656,000
share options to the eligible participants of the Company to
subscribe for a total of 94,656,000 ordinary shares of HK$0.01
each in the share capital of the Company pursuant to the share

option scheme of the Company (the “Share Option Scheme"”)

adopted on 24 October 2017, subject to the acceptance by the

grantees.

The summary of the share options granted to certain employees of

the Group is as follows:

BOBERE
TEE

(Bx)

Exercise price in
HK$ per share
option

et
BREZE
(1)

Number of
options granted
(in thousands)

—E_ZFNAZ+XH 26 August 2020

0.97

94,656

HRPO AT BB AU R AR IR R
PRt BT

The following share options were outstanding under the Share

Option Scheme during the period:

EHERE
FHTEE
(&) B (T %)
Average exercise Options (in thousands)
price in HK$ per —E-—fF —E_FTHF
share option 2021 2020
R—HA—HENAZ=+H At1January and 30 June 0.97 94,656 -
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ﬁﬂ

E_F

——FRNA=+HIERER

For the six months ended 30 June 2021

15. LR GBERNTRa)

15. SHARE-BASED PAYMENTS (continued)

1. REZEEZEREERERA 1. Sihuan Pharmaceutical Holdings Group Ltd. Share
ARMERGTE REIRE Award Scheme and Share Option Scheme (Continued)
st & &)

(i) BIREZ &) (ii) Share option scheme (Continued)
8 AR 1T {0 s IR A B 21 B B A Share options outstanding have the following expiry dates and
RATEEWT exercise prices:
BHBERE
TEE EEHEERITE ERBEIY A TEE R RTE
(&) BREHE (T4) BREHE (T4)
Number of Number of
Exercise price outstanding outstanding vested and
in HK$ per options granted exercisable options
B H B H# Expiry date share option (in thousands) (in thousands)
—T-TF —EETF
—B-—fF t=—hA Z=B=-—#%f +=-A
ANA=T1H =+—H ANA=tH =+—H
30 June 31 December 30 June 31 December
2021 2020 2021 2020
—E=FTFNA=-+HEHH 25 August 2030 0.97 94,656 94,656 22,169 -
RZTEZ—F A=+H8" Out of the 94,656,000 (31 December 2020: 94,656,000)
94,656,000 N (= & = T 4 outstanding options, 22,169,000 (31 December 2020: Nil) options
+ = A=+—H :94,656,000 were exercisable as at 30 June 2021.
19) M ARITE R AR ES A T
%ﬂim f# IR # /22,169,000
W ZEZTF+A=1T—
B:Z)-
HE ——%XA=+H For the six months ended 30 June 2021, total expenses amounting
1E7x Iﬁ RETEENE to RMB8,199,000 (six months ended 30 June 2020: Nil) were
IRIER T B REE BT R charged to the interim condensed consolidated statement of profit
Hh 2 W e R AT E 25 or loss and other comprehensive income for share options granted
S AR #8,199,0007T (B & to employees with a corresponding change in equity.
ZECZERA=ZTHIER
BA :T) WRERARE
RIBEZS) -
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL

15. LR ABEEBNS R

mEREHEREERERD
ELEET REDNE 1T
srEle)

1.

(ii)

BIREZ (&)
KRAREEEHNITESE
FHA-BEARKXNEBETHER
EEAAZHENEREE
REHNAFE R-T=
TENAZ+AABREN
BRENAFELCHGA
35,489,000 7% JT (49 /8 & %
A R #31,631,0007T) ° 7
RAIEEEHNTEELER
ZIE AR R R E SR R
BRF & - BR B E KIEHKIE
Z2HELEBHE - 25
2N AREBENBEE M
“|? o

STATEMENTS

HE-Z-—FA=1THIEA~EA
For the six months ended 30 June 2021

15. SHARE-BASED PAYMENTS (continued)

1. Sihuan Pharmaceutical Holdings Group Ltd. Share
Award Scheme and Share Option Scheme (Continued)

(ii) Share option scheme (Continued)

The executive directors of the board of the Company have used
the binomial model to determine the fair value of the options
granted, which is to be expensed over the vesting period. The
fair value of the share options granted on 26 August 2020 was
assessed to be HK$35,489,000 (approximately equivalent to
RMB31,631,000). Significant judgement on parameters, such
as the risk-free rate, dividend vyield 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.

R-s-2f
NB=+7XH
B R E
Share options

granted on

26 August 2020

R E BB mECET) Closing price at the grant date (HK$) 0.90
3 B Al 2 Risk-free rate 0.44%
RS Dividend yield 1.71%
T8 HA R 18 (a) Expected volatility (a) 44.81%
a. RBREHRERHRK a.  The expected volatility, measured as the standard deviation

B 25 H A
WIE - TIREAR A
B FHEARER
AR -

of expected share price returns, is determined based on the
average daily trading price volatility of the shares of the
Company.
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL
STATEMENTS

BE-ZTZ-—F-"A=+HIEAEAR
For the six months ended 30 June 2021

15. UIR P AEB SR 15. SHARE-BASED PAYMENTS (continued)

2. HMEYRBEERLIARK 2. Xuanzhu Biopharmaceutical Co., Ltd. Share Incentive
73 B st & Scheme
RIZE-_ZTEXA-+H & On 26 June 2020, the shareholders’ meeting of Xuanzhu Biological
MEYEEER AR ([EH] - & Technology Co., Ltd. (“Xuanzhu”) (an indirect non-wholly owned
AEB—REEIFZ2EHNBATR) subsidiary of the Group) passed a resolution to adopt an employee share
MR RE@B—THRER UK award plan (“Xuanzhu Share Incentive Scheme”) consisting of non-
MBEHFHMELTRGIER G listed restricted shares of Xuanzhu, which does not involve issue of
(RFEREMETHTRG)NE new shares by Xuanzhu. 79,695,000 restricted shares of Xuanzhu were
B BENETEI ([T R0 B approved for eligible employees to subscribe at the price of RMB1.57 per
&) - FHMHELEREEMN share and the grant date was 24 August 2020. These granted restricted
A A RREE1S7 T ERER shares have a contractual term of three years.
79,695,000 % IR I £ BZ 17 - 1%
HEBA-_ZT-_TF)N\A=-TN
H ZSEHBRHIERDHE L
HAE=F -
LA T P& 15 B8 L AR 4% ST A7 AR 17 B B The following share units were granted and outstanding under the
FrEIREIRE L B REITE Xuanzhu Share Incentive Scheme during the period:
PR i1 iR 12 BB
(FR)
BRBRHOIBE Number of restricted shares
AR¥ T (in thousands)
Subscription price —E-—F —E-FF
RMB per share 2021 2020
n—H—H At 1 January 1.57 79,695 -
7 ER 908 UL Forfeited during the period 1.57 (14,100) -
WANA=Z+H At 30 June 1.57 65,595 -

94

HE-_Z-_—F~A=1+HLRX
8 A + 14,100,000 (=== =
ZENAZTHIEARMEA : T)E
WS o

HE-_Z-_—FA=+HLAX
@A ANEBDHRSENTIR
DEE B ARG AERFHIE
EM A ARK?2578,0007T (& E
T FRNA=FTHLAE
A Z)o

For the six months ended 30 June 2021, 14,100,000 shares (six months
ended 30 June 2020: Nil) has been forfeited.

For the six months ended 30 June 2021, the Group has recorded share-
based compensation expenses of RMB2,578,000 (six months ended 30
June 2020: Nil) in relation to the Xuanzhu Share Incentive Scheme.
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15. LR ABEEBNS R

2.

HMEYREERQATARK
m BB & m)

PR B ERAR 48 8 47 BR 15 S8 B &t
B4 B0 PR HI M AR 15 80 2 B E
A A R #20,966,000T B T3
FRATISEEENEE - ATE
RASAE R AR B A BB T

STATEMENTS

HE-Z-—FA=1THIEA~EA
For the six months ended 30 June 2021

15. SHARE-BASED PAYMENTS (continued)

2,

Xuanzhu Biopharmaceutical Co., Ltd. Share Incentive
Scheme (Continued)

The fair value of the restricted shares granted under the Xuanzhu
Share Incentive Scheme as at the grant date was assessed to be
RMB20,966,000 and determined using the market-value model. The fair
value and corresponding inputs into the model were as follows:

BT
R 5 BB Al
Xuanzhu

Share Incentive

Scheme
BREBBMREER(ARET) Grant date share price (RMB) 1.72
REEARYET) Subscription price (RMB) 1.57
AR () Term (Year) 43
1 3 b ) 2 Risk-free rate 2.93%
1R Volatility 49.93%

EMEAEYREFRAD
78R 10 B B 5T &
RZEZZEF+—A+=80"
EMEAEDREERAR(E
MEADBERS BB —ERE
R URMNEEETHNEANIEL
TR GRS (R REMEAE
TTE R D) B 18 B iR 2R Eh T
E(EREARDBBTE]) -
EMBEALESCEREEUS
BRI AR ¥E1.337T M E 15 R EE
27,950,000 % R 1 1 B 7+ £
BB A-T-_ZTF+—A+=
H ZERLEBRHERDHE L
HAEMNE -

Jilin Huisheng Biological Pharmaceutical Co., Ltd.
Share Incentive Scheme

On 13 November 2020, the shareholders’ meeting of lJilin Huisheng
Biological Pharmaceutical Co., Ltd. (“Jilin Huisheng”) passed a
resolution to adopt an employee share award plan (“Jilin Huisheng
Share Incentive Scheme”) consisting of non-listed restricted shares
of Jilin Huisheng, which does not involve issue of new shares by lilin
Huisheng. 27,950,000 restricted shares of Jilin Huisheng were approved
for eligible employees to subscribe at the price of RMB1.33 per share
and the grant date was on 13 November 2020. These granted restricted

shares have a contractual term of four years.
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HE-Z
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——FRNA=+HIERER

For the six months ended 30 June 2021

15. LR GBERNTRa)

& B %5 R 2k i |

At

15. SHARE-BASED PAYMENTS (continued)

3. EMEALEYREBRA 3. Jilin Huisheng Biological Pharmaceutical Co., Ltd.
AR B E B (2) Share Incentive Scheme (Continued)
IATRMDEMREBESHMEFAKRNG The following share units were granted and outstanding under the Jilin
BB ET B B B RETT Huisheng Share Incentive Scheme during the period:

PR i 1% B2 12 8 B
(FB)
SRBEMRABE Number of restricted shares
AR¥ T (in thousands)
Subscription price —E-—F —EEF
RMB per share 2021 2020
wn—HA—H At 1 January 1.33 27,950 -
WAAB=+H At 30 June 1.33 27,950 -
BHE-_Z-_—4FXA=+tHLAX For the six months ended 30 June 2021, no share (six months ended 30
A BMERG (B2 =_=F June 2020: Nil) has been forfeited.
ANAZTBHLEAREAR  B)ER
Uy o
BE-_Z-_—FXA=1+H81X For the six months ended 30 June 2021, the Group has recorded share-
BA XAEBCHESERTMHE based compensation expenses of RMB6,325,000 (six months ended 30
FHIRD BB A B A LARR (D B E June 2020: Nil) in relation to the Jilin Huisheng Share Incentive Scheme.
HWEZEHABARKE325000T
(BEZZ=-ZFA=+HIERX
@A &) -
RIZY A BRI = AR E TS 15 S B The fair value of the restricted shares granted under the Jilin Huisheng
242 4 B R SRR 1) B A EAE S Share Incentive Scheme as at the grant date was assessed to be
ST A A R #52,938,0007T B T {# RMB52,938,000 and determined using the market-value model. The fair
ATEEaENET  AFEEE value and corresponding inputs into the model were as follows:
AR AR FE R B A BER I T
EMEH
R4 @ E
Jilin Huisheng
Share Incentive
Scheme
BHEBHBREER(ARET) Grant date share price (RMB) 1.89
REEBARET) Subscription price (RMB) 1.33
AR (5F) Term (Year) 4.1
1= 3 b ) 2 Risk-free rate 3.04%
R Volatility 38.12%

i
i
o
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R-T-—FXA-H KEBURK
& A R # 131,000,000 7T 42 85 1t 72 5 &7
BRFENEFRAA(EAER]
PEAMN—RIELTRA B FH
TIPA % Ty B P B8 EE ) AR B 0 I T B B
BMAYRARNH—HEE BE BT
BEREABHER < L WiE RN D T8
MBS T A B RRTOMEE DA
ERESNERE WEREHARK
106,300,000t E A B &AL - &
#% ) AR ¥24,700,000t R =T = —4F
NAZ+TBHEEAIZM -

FREAE B UK B H AT AR T B R RO
NFEWT

HER R B AR & BT 15 R I T

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL

STATEMENTS

HE-Z-—FA=1THIEA~EA
For the six months ended 30 June 2021

16. BUSINESS COMBINATION

On 2 June 2021, the Group acquired a set of assets, liabilities, employee
resources and contract rights from Beijing Combio Pharmaceutical Inc.
("Combio Pharmaceutical”), an unlisted company based in Mainland China
that is an innovation-driven biological company dedicated to the research
and development of multifunctional antibody drugs, at a consideration of
RMB131,000,000. The acquisition is to bring a good R&D capability and
product pipeline to complement the small molecules innovative drug R&D
platform. The consideration of RMB106,300,000 was settled in cash and the
remaining RMB24,700,000 was outstanding at 30 June 2021.

The fair values of the identifiable assets and liabilities of Combio
Pharmaceutical as at the date of acquisition were as follows:

A Ui BB
ERNLFE
Fair value
recognised on
acquisition
AR®T T
RMB’000
(REEXK)
(Unaudited)

W% - BB REHE Property, plant and equipment 2,995
mEEE Intangible assets 128,850
RIEBBE Deferred tax liabilities (32,578)
B 5 & H A0 FER R Trade and other payables (918)
BATEBEEFELERE Total identifiable net assets at fair value 98,349
1 B By ) 7 R Goodwill on acquisition 32,651
LAIR S B Satisfied by cash 131,000

BlEE BE-_ZT-_—FXA=+
BIEAEAR RHEABRAASE AR
Mk=hAT TEAREGBBEBARE
712,0007T °

i L B R AT - R AR E A
E-E-—FRAZTHIEREANE
BREZXBRERENDIHBARE
1,907,219,000 7L & A & # 589,135,000
5T o

Since the acquisition, Combio Pharmaceutical contributed nil to the Group’s
revenue and incurred a loss of RMB712,000 to the consolidated profit for the
six months ended 30 June 2021.

Had the acquisition taken place at the beginning of the period, the revenue
from continuing operations of the Group and the profit of the Group for the
six months ended 30 June 2021 would have been RMB1,907,219,000 and
RMB589,135,000, respectively.
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL
STATEMENTS

BE-ZTZ-—F-"A=+HIEAEAR
For the six months ended 30 June 2021

17. REELENR & 17. CASH GENERATED FROM OPERATIONS

BEAA=tRLEAREA

Six months ended 30 June

—E-—F —ECEF
2021 2020
AR TR ARBF T
RMB’000 RMB’000
(REEXR) (REEER)
(Unaudited) (Unaudited)
R 5% A A Profit before tax
REBECEER From continuing operation 819,483 302,120
REERIELEER From discontinued operations = (24,436)
819,483 277,684
KLATIER AE - Adjustments for:
M - BERZERTE Depreciation of property, plant and equipment 123,239 112,141
WEMERE Depreciation of investment properties 3,585 3,608
FRAEEAENE Depreciation of right-of-use assets 10,214 12,725
B Amortisation of intangible assets 15,893 13,324
DG RERETED Share of profits and losses of investments
RE R T MEE accounted for using the equity method 50,699 12,421
1513 E Ik 2 Gain on deemed dilution (59,228) -
HEME  BEREEN Loss on disposal of property,
= plant and equipment 2,530 113
HEREEENERE Loss on disposal of intangible assets 214 -
B A A E e s Gain on disposal of right-of-use assets = (373)
BAFEFABEDN Gain on changes in fair value of
CRHEEATEEH WS financial assets at FVPL (6,830) (1,898)
LAR& 19 B EL B 9 A5 3R Share-based payments 17,169 147
FERZ Interest expense 15,778 1,108
A B WA Interest income (30,046) (25,697)
LEELEHAMEERSESRE  Operating cash flows before working capital changes 962,700 405,303
BEEERBEZD Changes in operating assets and liabilities:
FE Inventories (69,822) (27,302)
B 5 &H e U BR 5k Trade and other receivables (359,167) 27,438
B 5 K& Hh FE - BR 5k Trade and other payables 161,737 (230,492)
KEEENRE® Cash generated from operations 695,448 174,947
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL
STATEMENTS
BE_ZT-_—FXA=THLXEA

18. A& iE 18. COMMITMENTS
RMEBARANEB BN TNE RAE : The Group had the following capital commitments at the end of the reporting
period:
i
As at
—EZ—F —ECEF
ANB=Et+H +ZA=+—H
30 June 31 December
2021 2020
AR®T T ARBFIT
RMB’000 RMB’'000
(RRER) (= z)
(Unaudited) (Audited)
BRI OB REE Contracted, but not provided for:

ME - BE KK Property, plant and equipment 296,364 650,478
EBREE-ETHPERMAE Intangible assets — product development in progress 69,935 62,016
366,299 712,494

19. BB AR5

REENREERERSEFIE

19. RELATED PARTY TRANSACTIONS

The ultimate controlling shareholders of the Group are Dr. Che Fengsheng, Dr.

AW EE RAEBENAZTE Guo Weicheng, Dr. Zhang Jionglong and Mr. Meng Xianhui.
Ao
(a) AT EBLKEBEETN (@) Name and relationship with related parties
B %
=x 22RES
Name Relationship
BISFE EERXRE

Dr. Che Fengsheng

Weicheng Investment Holding Limited
Weicheng Investment Holding Limited

CrHEFRERARAR(-HIEE])

Renfang Medical Holdings Ltd. (“Renfang Medical”)

ERSHEREERAR(TLRSEHE]D

Beijing Ruiye Drugs Manufacture Co., Ltd (“Beijing Ruiye”)

BICRERHZEARAR([BLEXRE])

Tonghua Tianshi Pharmaceutical Co., Ltd (“Tonghua Tianshi"”)

BILERNTRESR A (HLUERT])
Pharmadax (Foshan) Co., Ltd. (“Pharmadax (Foshan)")

AR

Jilin Zesheng

Sihuan Strides (HK) Limited ([ Sihuan Strides )
Sihuan Strides (HK) Limited (“Sihuan Strides”)

Chairman of the board

B 20 4 e A A
Controlled by Dr. Guo Weicheng

NS R N|

Associate of the Group

AREE 2 QR

Associate of the Group

RN SEIT:NL N

Associate of the Group

RN SE ) RN

Associate of the Group

RN SEI: D) RN

Associate of the Group

REENEGEE
Joint venture of the Group
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL
STATEMENTS

BE-ZTZ-—F-"A=+HIEAEAR
For the six months ended 30 June 2021

19. BB AR F#) 19. RELATED PARTY TRANSACTIONS (continued)
MR HARG AR AR & B TS R A MR AT IR Save as disclosed in other notes to the interim condensed consolidated financial
BN BEBARSHMMMT statements, the related party transactions are summarised as follows:
by EERESNREEEMSE (b) Directors’ and senior management’s emoluments

BEXA=+HLA<EA
Six months ended 30 June

—E-—fF TE-TF
2021 2020
AR® T AREF T
RMB’000 RMB'000
(REER) (R ®EZ)
(Unaudited) (Unaudited)
we Fees 484 512
e Salaries 8,387 9,607
8,871 10,119
() BAREHRREBFEB IR () Period-end balances and transactions with related
2 parties
BZAB=1+HBLEAHEA

Six months ended 30 June
—E-—F —EEF
2021 2020
AR¥FT T ARBEFIT
RMB’000 RMB'000
(REE®) (RE&EZ)
(Unaudited) (Unaudited)

REHEQNRNFBIWA Interest income from associates

plaS Beijing Ruiye 3,396 2,818
BIEXRE Tonghua Tianshi 1,448 1,856
4,844 4,674
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19. BB AR B 2

STATEMENTS

HE-Z-—FA=1THIEA~EA
For the six months ended 30 June 2021

19. RELATED PARTY TRANSACTIONS (continued)

() BAIREHRREBE IR (c) Period-end balances and transactions with related
Z (&) parties (Continued)
iy
As at
—EZ—F —EEF
ANB=tH +=ZA=+—H
30 June 31 December
2021 2020
AR® T ARBEF T
RMB’000 RMB’000
B 5 (REER) (&%)
Notes (Unaudited) (Audited)
BN =& Loans to associates
bR Beijing Ruiye a 135,082 156,770
BRILER A Pharmadax (Foshan) b 120,000 120,000
"B ER Jilin Zesheng c 93,021 -
BILRE Tonghua Tianshi d 74,362 78,033
CHER Renfang Medical e 2,395 2,412
424,860 357,215
FE W B % A BRI RRIE Amount due from an associate
HEMEER Jilin Zesheng e 224 _
U & &2 RIA Amount due from a joint venture
Sihuan Strides Sihuan Strides e 2,221 675
JE M L A Bk 5 RKIA Amounts due from other related parties
BHEEA Dr. Che Fengsheng e 9,600 9,600
Weicheng Investment Holding Weicheng Investment Holding
Limited Limited f 6,700 6,700
16,300 16,300
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BE-ZTZ-—F-"A=+HIEAEAR
For the six months ended 30 June 2021

19. BB AR B 2

() HMRAEHRKEREBL N
Z (#)
Az -

(a) ERNIERHEENE AR R
HELERMHEERAREMT
A A H)15% 0% 8 1F 40 R A H
10%REEET - F BIREF
5%:TE ©

(b) *% CERERARWE

A

Fw“a %Ef

(© FEBER i%é%ﬁ%@%“&
HEAR Y S E MG ER
EX%LK;%IHJ*‘M"T ek
EMEZRORB(ERES A
E”_%E% 021,0007T) A& 45 38 &
BER=ZFNEE -FEREF
6%t HE -

(d) REREREAEARE
600000007u&7ru AR
14,362,000 7T ) & K # K 78 %
EREFHEE-FEBREF
475%=TH

() EBERZE BEMRAREL
BE -
M E=RE  EBEMERAR—F
NIEE -
102 7o 3R B B

(c)

19. RELATED PARTY TRANSACTIONS (continued)

Period-end balances and transactions with related

parties (Continued)
Notes:

(a) It was secured by the 15% equity interest and pledged with the 10%
equity interest in Beijing Ruiye’s parent company, Beijing Ruiye Economic
Technology Development Co., Ltd. Interest is charged at 5% annually.

(b) It was non-interest-bearing, unsecured, repayable in two years.

(c) The Group's interest in Jilin Zesheng was diluted during this period,
resulting in lilin  Zesheng becoming an associate of the Group.
The receivable from lilin Zesheng, representing a loan principal of
RMB93,021,000, was unsecured and repayable in three years. Interest is
charged at 6% annually.

(d) It, including a loan principal of RMB60,000,000 and interest amounting to
RMB14,362,000, was unsecured and repayable in full on demand. Interest is
charged at 4.75% annually.

(e) It was non-interest-bearing, unsecured and repayable on demand.

(f) It was non-interest-bearing, unsecured and repayable in a year.
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20.

TRIAENAFERLF
BHER
REEERAAFHARAENSRT
A5 ARESMIANBEERAT
EIT

STATEMENTS

HE-Z-—FA=1THIEA~EA
For the six months ended 30 June 2021

20. 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 AF¥E
Carrying amounts Fair values
S S
S R ZEEF
ZEZ—F +T-ZA =B=-—F += A
~A=1+H =+—H XKA=+*H =+—H
As at As at As at As at
30 June 31 December 30 June 31 December
2021 2020 2021 2020
ARBTR ARBTT AR®TR ARBTx
RMB’000 RMB'000 RMB’000 RMB’'000
(RRER) (EEZ) (REER) (&%)
(Unaudited) (Audited) (Unaudited) (Audited)
cRas Financial liabilities
Hi e Other borrowings
(TREHEARE) (excluding lease liabilities) 28,000 32,000 28,694 33,224
FFEERITIE K Interest-bearing bank borrowings 811,930 719,103 831,490 730,859
839,930 751,103 860,184 764,083

EREEMNGReRASEFEY  HA
B 5 REM B AR & B E E ARG
ANEGREMBENERNEREBENR
FEAHKAERE  T2HNZET
BHIR®E -

CREENRBENATEINEERZSH
(s EBEERINEENRSPA
RHGMZTESBAR - MEHERE
2T -_—FXNAZ+TAHLEANEALR
BERE o

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 2021.
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20 ¢MITEMATERAF
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BE R =)

HER R BBRITRRORFE T
LA - EERR R SRERBEENT
HBAWME  FREHRALECRE
FEGH  ARBEHEMERR T ——
FRAZTHANTENRBRAEEOR
FEEPRAHRLTERK -

BRAFEGFABENIFELTRERED
NEE - IRBEWIEHATR T ES X
ZFEZRE - EATISEESETER -
HEEREFERIEITE  RE - BERE
BRETAUELARAAE - UHSHEH
AAIELL ARDRIGTEABEERZE
Pl EEEYRAME - HIE - FER
#54a1 27 (TEV/EBITDA ) 5 8 M B &
(TPIENEE - FHTIAATE LR A
TEBERUANGETESE X5
BEHEUSAELARREARNBEREE
EERNERRAEE @ flan3E R B KR
HER - FUUME - BWEEHANIEL
MRESRENEEBFEEUFEAF
B -BEBEZREHEEFEZSEMNGTATF
B(REREEVHRLER) REEAF
B2 (CHERFEREREME2EK
HR)BEE TAREHAZAED
B1E -

A BB AR I ETRA - B B
ROBTHEHES - AREEEAY
ARLHEBEERE  RBAUFHR
BRMTANTSREEHESELT
BAODTE -

20.

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

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 2021 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.

which

management products issued by banks in Mainland China. The Group has

The Group invests in unlisted investments, represent wealth

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.
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20 £ TEWNLDFEERLFE  20. FAIR VALUE AND FAIR VALUE HIERARCHY OF

BE R

FINANCIAL INSTRUMENTS (continuea)

TXHEINR=_F=_—FNA=THEEZ Set out below is a summary of valuation technique and significant
ToTFT A= HFLTREER unobservable inputs to the valuation of unlisted equity investment together

BfEENHEEDERERTATBEEZ2H
AR EEFRBRESMME

hER %

Valuation technique

with a quantitative sensitivity analysis as at 30 June 2021 and 31 December

HERH

Valuation multiples

MIRBERET X

Discounted cash flow method

2020:

EXFTAEHEZH RTEHSENBRE

Significant unobservable input  Sensitivity of fair value to the input

FTE P mREER BHOS% (2 -FF+-A=+—H :5%)
RO ER AT EEM B %(ZEFF+ A
=+—H :5%)

Average price-to-book 5% (31 December 2020: 5%)

ratio multiple of peers increase/decrease in multiple would result in increase/decrease

in fair value by 5% (31 December 2020: 5%)

FRHR X EHONS% (ZE_TF+-A=+—H :5%)
#gm/ RO EERATERINR(ZE-2F+ A
=t —H M%) KA FEEM2% (ZF=_FF+ A
=+—H :12%)

Discount rate per annum 5% (31 December 2020: 5%)
increase/decrease in multiple would result in decrease in fair
value by 11% (31 December 2020: 11%) or increase in fair
value by 12% (31 December 2020: 12%)
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MBS A RERBEATEESG T IUE
BHEERFRSE -

DFEER
TRE2INAEESHTAND FHEME
B

BAFEIBHEE -

RZEZ—FA=+H

20. FAIR VALUE AND FAIR VALUE HIERARCHY OF
FINANCIAL INSTRUMENTS (continueq)

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.

Fair value hierarchy

The following tables illustrate the fair value measurement hierarchy of the
Group's financial instruments:

Assets measured at fair value:
As at 30 June 2021

BRUTREFEAFE
Fair value measurement using
RERBT 5 ERTHE EATTHEE
ZHE E2 E2

Quoted prices Significant Significant

in active observable unobservable

markets inputs inputs
(B—#) (B=#%) (B=#&) st
(Level 1) (Level 2) (Level 3) Total
AR® TR AR¥ TR AR® T AR TR
RMB’000 RMB’000 RMB’000 RMB’000

(RRER) (RBER) (REER) (REER)
(Unaudited) (Unaudited) (Unaudited) (Unaudited)

RATEFABER Financial assets at FVPL:
TREE
BAFEFTED Unlisted equity investments,
FFLTRERE at fair value - - 273,479 273,479
18 B E Wealth management products - 679,230 - 679,230
- 679,230 273,479 952,709
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20 ERMITEAMNAFERAF
BE R =)

AF¥EREBHKE)
BAFEHBHEE (7

R—ZZE—ZEF+=-_A=+—H As at 31 December 2020

STATEMENTS

HE-Z-—FA=1THIEA~EA
For the six months ended 30 June 2021

20. FAIR VALUE AND FAIR VALUE HIERARCHY OF
FINANCIAL INSTRUMENTS (continueq)

Fair value hierarchy (Continued)

Assets measured at fair value: (Continued)

BT RBEFERFE

Fair value measurement using

LVER: AR BERABE BERIAEHEER
| 28 28
Quoted prices Significant Significant
in active observable unobservable
markets inputs inputs
(B—#) (B=#) (B=4) BEt
(Level 1) (Level 2) (Level 3) Total
ARET T ARET T ARBETF T ARBF T
RMB’'000 RMB’'000 RMB’'000 RMB’000
(== (RHER) (gER) (B&ER)
(Audited) (Audited) (Audited) (Audited)
BAFEFAERN Financial assets at FVPL:
TREE
BATFEFEN Unlisted equity investments,
FFLTRERE at fair value - - 196,153 196,153
18 B E Wealth management products - 332,683 - 332,683
- 332,683 196,153 528,836
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20 ERMITEAMNAFERAF
BE R =)

DT ERE R
BATVHEHBHEE ()

HR F=ZRANRFEFEZLHN

20. FAIR VALUE AND FAIR VALUE HIERARCHY OF

FINANCIAL INSTRUMENTS (continuea)

Fair value hierarchy (Continued)
Assets measured at fair value: (Continued)

The movements in fair value measurements within Level 3 during the period are

T as follows:
—EB-—F —E-TF
2021 2020
AR® T ARBF T
RMB’000 RMB’'000
(REER) (REgEER)
(Unaudited) (Unaudited)

BmATEE qu]\}a SHRERSE - Equity investments at FVPL:
R—H— At 1 January 196,153 174,220
AR %%Jti‘“ EEBNEE Assets included in a discontinued operation = (8,500)
EE Purchases 77,326 -
RANA=1+H At 30 June 273,479 165,720

%
™
+
Ty
E‘t
(1]

HEE -

RZEZ—FNA=THEZZ-ZF
+ZA=+—8  AEEHEFEMAIEA
FEIAENEMEE -

REBEEZZTE-_—FA=THILA A
R HemiEResBEms  HE
AFEHEEE - HME_L2MH
B TEEASEHE=HEEZ
?—YQE/\H ‘f’Eﬂ:/\f.ﬂ ﬁ)

21. MEHESEH

AR 5k E R B 0
R A BRTE AL EEAE
i o

22. #tEB K
AEEZPHERAGETBHREN_Z
——FNA=t—HESEeHELRK
EF) 2 o

21.

22,

Liabilities measured at fair value:

The Group did not have any financial liabilities measured at fair value as at 30
June 2021 and 31 December 2020.

During the six months ended 30 June 2021, 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 2020: Nil).

EVENTS AFTER THE REPORTING PERIOD

The Group had no significant events after the reporting period up to the date
of the approval of the unaudited interim condensed consolidated financial
statements.

APPROVAL OF THE FINANCIAL STATEMENTS

The unaudited interim condensed consolidated financial statements were
approved and authorised for issue by the board of directors on 31 August
2021.
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