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CHARACTERISTICS OF THE GROWTH ENTERPRISE MARKET (“GEM”) OF THE
STOCK EXCHANGE OF HONG KONG LIMITED (THE “STOCK EXCHANGE”)

GEM has been established as a market designed to accommodate companies to which a high investment
risk may be attached. In particular, companies may list on GEM with neither a track record of profitability
nor any obligation to forecast profitability. Furthermore, there may be risk arising out of the emerging
nature of companies listed on GEM and the business sectors or countries in which the companies
operate. Prospective investors should be aware of the potential risks of investing in such companies and
should make decision to invest only after due and careful consideration. The greater risk profile and
other characteristics of GEM mean that it is a market more suited to professional and other sophisticated
investors.

Given the emerging nature of companies listed on GME, there is a risk that securities traded on GEM
may be more susceptible to high market volatility than securities traded on the Main Board and no
assurance is given that there will be a liquid market in the securities traded on GEM.

The principal means of information dissemination on GEM is publication on the Internet website operated
by the Exchange. Listed companies are not generally required to issue paid announcements in gazetted
newspapers. Accordingly, prospective investors should note that they need to have access to the GEM
website in order to obtain up-to-date information on GEM-listed issuers.

The Stock Exchange takes no responsibility for the contents of this report, makes no representation as to its
accuracy or completeness and expressly disclaims any liability whatsoever for any loss howsoever arising from
or in reliance upon the whole or any part of the contents of this report.

This report, for which the directors of Venturepharm Laboratories Limited (the “Company”) collectively and
individually accept full responsibility, includes particulars given in compliance with the Rules Governing the
Listing of Securities on the Growth Enterprise Market of The Stock Exchange of Hong Kong Limited for the
purpose of giving information with regard to the Company. The directors of the Company, having made all
reasonable enquiries, confirm that, to the best of their knowledge and belief: (1) the information contained in
this report is accurate and complete in all material respects and not misleading; (2) there are no other matters
the omission of which would make any statement in this report misleading, (3) all opinions expressed in this
report have been arrived at after due and careful consideration and founded on bases and assumptions that
are fair and reasonable.
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The Directors are pleased to announce the unaudited
interim results of the Company and its subsidiaries (the
“Group”) for the six months ended 30 June 2005, together
with the comparative figures.

FINANCIAL HIGHLIGHTS

1. The Group has demonstrated its success in its attempt
to transform into an integrated pharmaceutical
enterprise. The Group achieved a turnover of
approximately RMB16,120,000, representing a 28 per
cent increase compared with the corresponding period
in 2004. Recorded operating profit of approximately
RMB593,000 from sales of drug products launched
under the Group’s brand, representing a 31 per cent
increase as compared with the operating profit for the
corresponding period in 2004.

2. During the aforesaid period, the Group’s gross profit
attained approximately RMB8,629,000, representing a
20 per cent increase as compared with the
corresponding period in 2004.

3. During the aforesaid period, the Group accomplished
a net profit of approximately RMB3,457,000,
representing a 21 per cent decline with the
corresponding period in 2004. The lower net profit was
mainly due to the non-operation transactions, such as
the decline of other operating income.

4. During the aforesaid period, the Group entered into
15 technology transfer and service contracts of
approximately RMB10,613,000, and 19 clinical research
service contracts of approximately RMB16,591,000 as
at 30 June 2005.

5. Basic earning per share amounted to RMB0.96 cents
for the six months ended 30 June 2005.

6. The Directors have not recommended payment of any
interim dividend for the six months ended 30 June
2005.
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MANAGEMENT DISCUSSION AND ANALYSIS
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FINANCIAL REVIEW Bt 7% B B8

For the period ended 30 June 2005, the Group achieved a HE_ZZERF A AA=THLEXNER TEBE
turnover of approximately RMB16,120,000, which BEEBHARK16,120,0000 B_Z T F
represented an increase of 28 per cent as compared with BH 2 &5 -728% - REIEE/SEA R AN E
that of the corresponding period in 2004. The expansion in ESeXEERTIERBERAARRS 2K
contracted pharmaceutical development and clinical ATEFTE2B/AZE K

research services outsourced by customers (“CRS”) and
Royalty Income to the overall turnover growth of the Group
was fast during the period.

Set out below is a breakdown in turnover from six lines of REBREEANEARNNEAEBEMZ EERE
services of the Group during the aforesaid period and PR -_FETFNFRACEEBLRET:

corresponding growth rate from the same period last year:

Growth from the
corresponding

Six months ended period
30 June last year
AREREBZ B-ZENF
NAZTHIEREAR BHzER
2005 2004
“EEHE —TTMF
RMB’000 RMB’000 %
ARET R AREFT %
Technology transfer (“Technology Transfer’) 8% i 3 265 1l [ 37 25 % 4,262 3,068 39%
Contracted pharmaceutical development and B @RfiT&EZE 7 DA%
clinical research services associated with 8 KR R
technology transfer (“PDS”) 6,382 6,198 3%
Contracted pharmaceutical development and B F SNl 2 B =] 4) &4 57 %
clinical research services outsourced REGAHRERS
by customers (“CRS”) 4,564 2,470 89%
Royalty income BEEZBA 593 451 31%
Import registration services OGRS 17 380 -55%
Active pharmaceutical ingredient (“API”) BREHKDER 148 - -
16,120 12,567 28%
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The Group achieved a gross profit of approximately REESBSEEENOARKES,629,000T K
RMB8,629,000, which represented a increase of 20 per 20%  AEE 2 BEENEAS35% @ EFEAA
cent compared with the corresponding period in 2004. The 57.4% o EFZFF £ 2 i 0 B ST A 5K RS AR
Group’s overall gross profit margin was 53.5 per cent for R ANEEREMFAERSE ZWANEETR 2R
the period under review, declining from that of 57.4 per HAECEEARSENEHREREFERE
cent for the corresponding period in 2004. The decline in Ff R i o

gross profit margin was mainly attributable to decreasing
proportion from PDS, a line of service which has higher
profit margin but limited revenue and profit scalability. The
Group has carried out a business strategy to de-emphasize
technology transfer and related service so as to keep the
new product in-house for future commercialization.

Turnover contribution from 6 lines of services of the Group: AEBNEXBEM 2 EETHEIWO T
Revenue Breakdown for 30 June 2005 Registration Inocme %ﬁﬂﬁﬂfﬁjﬁ
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4,563 (28%)

PDS LR
6,382 (40%)
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General and administrative expenses increased by 18 per
cent to approximately RMB4,888,000. The increase was
attributable to the followings: (1) staffing cost increase of
approximately RMB102,000 resulted from increase in total
staff number and recruitment of more professional staff; (2)
administrative expenses increase of approximately
RMB148,000 resulted from the enlarged area and related
water, electronic expenses; (3) amortization of the intangible
assets increase of approximately RMB160,000.

For the period ended 30 June 2005, the Group recorded a
profit attributable to shareholders of approximately
RMB3,457,000, representing a decline of 21 per cent as
compared to that of approximately RMB4,378,000 for the
corresponding period in 2004. The decline was mainly
attributable to the lower interest income generated from
surplus funds during the period.

BUSINESS REVIEW

During the period, the Group continued to actively transform
its business platform to be one of the full scale and
integrated pharmaceutical enterprises and to emphasize
on drug development, product commercialization and
pipeline building.

Research and Development

The Group’s portfolio covers all major and high growth
therapeutic areas such as diabetes, CNS(#& 18 {# 48 K #7%),
cardiovascular disease, dermatosis, cancer, AIDS and
allergy.
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TTTHRAX EARER: (1) BIRHEZ R
WMEBEZAB BN SETREAZAHARE
102,0007T: (2) ¥ HNAI P AEFE R HRIKEE X
ST HRAZE AN ARE148,0000T: (3) &
WEAEZ#BEE @z;ﬁﬁﬁ%ﬂiﬁ/\ﬁﬁ%moooo
e

HE-_ZZRF A=+ H LB AEHEESE
% 58 FE (5% F 49 A R 6 3,457,0007T 8 _EF E[F)
HAZ) AR #4,378,0007T 5 2 21% - EEZRAR
HARFAFEEENRENAEHBES 2F B
N

3 Ja)

RBENAER AEEENEHEREE #
BERBERBEANRNEEHEREESEEY
MEMEMBLERS BHEBELURE TEE
ﬁ?uu%‘ﬁu&mI%Liﬁi%ﬁiﬁuﬁ A <R
M5 DR AR — RIE KRR AT A &

W R B &
AEBZHMBTFEEMAIERSBRZA

FHE PR KR RERERRRR LIE
TR B S AR RE BB KB BUE



VENTUREPHARM LABORATORIES LIMITED /nferim Report 2005

MANAGEMENT DISCUSSION AND ANALYSIS

EBEW RS

The Group’s R&D strength still remained the leading position
in the industry. The Group initiated 50 new projects in the
first half year of 2005 and till now, the Group has 113
products under development. During the period, the Group
has 55 new products were submitted to the State Food
and Drug Administration (“SFDA”) for Clinical Study Permits
(“CSP’s”) while there are 31 new products were submitted
in the same period last year. By the end of 30 June 2005,
the SFDA granted 19 new Clinical Study Permits and 9
new Manufacturing Permits to the Group. The total number
of CSP’s accumulated by the Group climbed to 197 and
the total number of Manufacturing Permits accumulated by
the Group climbed to 53.

The following graph sets out the total numbers of clinical
permits and manufacturing permits obtained by the Group
during the past years:

Clinical Study Permit
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Sales and Marketing

During the six months ended 30 June 2005, the Group
successfully signed 15 technology transfer and PDS
contracts with total value of approximately RMB10,613,000,
including approximately RMB4,262,000 for technology
transfer, and entered into 19 CRS contracts amounting to
total value of approximately RMB16,591,000, which
represented 22 per cent and 23 per cent respective
increases in term of contract value compared with the
corresponding period in 2004.

Meanwhile, the Group continued to invest in building up its
marketing capacity and sales network, and launched new
drug products under “Venturepharm & £ ”-branded name
into the PRC market.

The Group launched the API service line both in the PRC
and overseas markets. In the reporting period, the Group
has contracted with 34 clients including 7 overseas clients.

Several services contracts were signed with foreign
companies pertaining to drug and medical device
registration services.

Patents

The Group continued to place great emphasis on the
protection of intellectual property rights during the reporting
period. Up to 30 June 2005, the Group had submitted 63
patent applications.

PROSPECTS

In the reporting period, the Group has made solid
progresses in establishing its capacities and improving
performance in production, marketing/sales, and
pharmaceutical services sectors.
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The Group has successfully established its nationwide
prescription drug marketing/sales network. The profit
earning potential and market performance will continue to
grow with introduction of new prescription products in
several therapeutic fields into the domestic market.
Substantial revenue is expected to materialize in remaining
periods of 2005.

Since the beginning of 2004, CRS sector shows rapid
growth in domestic market. Adopting an expansion strategy,
the Group’s CRS has actively broadened its client bases
and improved its service level. Its CRS unit has enjoyed a
business growth and experienced a significant profit
earning, especially when compared to its previous quarter
and the same period of last year’s performance.

The Group’s technical marketing team utilizes various
channels to explore new customers in need of technical
services in products development.

The Group will continue to capitalize on various resources
to maintain its leading position in new drugs R&D and PDS
services in China. The Group expects a business growth
and improved profit earning performance in the remaining
periods of 2005.

DIVIDEND

The Directors have not recommended payment of any
interim dividend for the six months ended 30 June 2005.

SIGNIFICANT INVESTMENTS

The Company invested its surplus fund through its principal
bank in investment grade target redemption bond and such
balance was 16,553,000 as at 30 June 2005.
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COMPARISON OF BUSINESS OBJECTIVES WITH ACTUAL
BUSINESS PROGRESS

Business objectives for the period from 1 January 2005 to
30 June 2005 as stated in the Prospectus

of the Company dated 30 June 2003
HUOEARARAR—_ZEZE=FXA=TH
HRE2ERERFHH

—EEHF-HA—HZ
“EERFERA=STHLEZEKBERE

Drug product pipeline expansion
HREMRE

1. To achieve total number of 370 accumulated drug
projects to be carried out to the following stages of
development:
ERFITIIFAERR 2 mIE B LBUES70ME:

e Pre-Clinical and pending Clinical Study Permits
(177).

B PR B 95 SR AF B BR R AR SE RF AT B (177) o

e Pending New Drug Certificates/Drug
Manufacturing Permits or Approvals for
Standardized Drugs (96).

FHMBEEFE EREETAE BERERHRX
(96)°

e New Drug Certificates/Drug Manufacturing Permits
or Approvals for Standardized Drugs obtained

(97).
BEBMETE BEREEFTE/BEEERLX
(97)°

EBEEREREXBRERLE

Actual Business Progress

During the reporting period, 19 new Clinical
Study Permits were obtained. As at 30 June
2005, accumulatively 197 Clinical Study
Permits were obtained.

R E R AN E BB RS 195K ¥ ER K 57 7l 38
HE_ZTAFAA=+H XEEEFZHRK
PR B RBEBRI9TR

During the reporting period, 9 new
Manufacturing Permits were obtained. As at
30 June 2005,
Manufacturing Study Permits were obtained.
RERE R ARBEEBGORM A ETAIE &
E_ZETRFRA=ZTH AEBEE 2 EER
B RBABRE3R.

accumulatively 53
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Business objectives for the period from 1 January 2005 to
30 June 2005 as stated in the Prospectus

of the Company dated 30 June 2003
HUOEARARAR—_ZEZE=FXA=TH
HRE2ERERFHH

—EEHF-HA—HZ
“EERFERA=STHLEZEKBERE

Actual Business Progress

2. Start 30 new projects for in-house pre-clinical studies.

Therapeutic indications for these drug projects are
expected to include those principal therapeutic areas
identified in earlier period.

FIa30EM EE AR AMBKRAAR ZEERERL
AREEEEREOERFHEMBEEC X2 REE-

ﬂ

Evaluate pre-clinical works for Category A drug
projects.
ST AfR S mIE R ZERIRAT T{E-

File 4 product technology patent applications for
registering proprietary technologies and processes with
the State Intellectual Property Office.

AMBERMBEREBRIAAEARMREIE Z ERNRF-

Commercialization of drug projects and marketing
EnHAEBELRTSER

Continue to recruit and train additional marketing and
sales professionals, and set up sales support offices
in the PRC.
BRENFBIEIINEXETSHERHEAR TETEHR
VHEXEMER-

Continue to cooperate with pharmaceutical
manufacturer in the PRC for production of the Group’s
drug products which fall within the therapeutic areas
identified in earlier period under the “Venturepharm
& & -branded name.
EERTPERNEFISFELEIELAEB 22 m AU
Venturepharm& 2 A Mg A B EEREHEMmETE
IR

The Group initiated 50 new projects in the
reporting period.
REEHE NEBERMSOEMIEER -

So far there are 6 Category A projects under
development.
5 ofdAREERIER FEME-

The Group had submitted 63 patent
applications since its inception to 30 June
2005.

REBAKIZEZE
263t EF HREH -

TRFERA=THIEHAR

The Group has recruited 31 marketing
professionals focusing on different regions of
the market.
AEBERENEBEXETSHEAR HAIEER
A% R

Cooperation with various production partners,
which mainly include Sanmenxia Sinoway
Pharmaceuticals Co. Ltd., in the production
of the Group’s “Venturepharm& 2 "-branded
drug products continued during the reporting
period.
EER=—PFIRERERNERR AR SH L E
R & fEA EE AN B 2 BA [Venturepharm & 2
Rz Y Em -
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Business objectives for the period from 1 January 2005 to
30 June 2005 as stated in the Prospectus

of the Company dated 30 June 2003
HUOEARARAR—_ZEZE=FXA=TH
HRE2ERERFHH

—EEHF-HA—HZ
“EERFERA=STHLEZEKBERE

Manufacturing
BE

1. Continue to manufacture the Group’s drug products in
its own manufacturing facilities.

MEEASREARAGNEERERERNEEER-

MATERIAL ACQUISITION AND DISPOSAL OF SUBSIDIARY
AND ASSOCIATED COMPANIES

No material acquisition nor material disposal of subsidiaries
and associated companies were made by the Group during
the reporting period.

CONTINGENT LIABILITIES

As at 30 June 2005, the Group did not have any contingent
liabilities.

CHARGE ON ASSETS

As at 30 June 2005, the Group pledged its bank deposits
of RMB6,023,000 and investment in securities of
RMB16,553,000 as securities for the general banking
facilities granted to the Group.

Actual Business Progress

Due to the different nature of requirements for
the production of various type of APIs, the
group has by itself or cooperated with other
parties established various production plants
in different scales and in different provinces
within the PRC.
HRERBUEBK O 2 FERBIHEERE
REBCDEFPETEEME HSEHE Mt ALK
NARBREZ ZEEERE -

EAWBRHENBARARBKEE QT
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FUTURE PLANS FOR MATERIAL INVESTMENTS OR CAPITAL
ASSETS

Other than those disclosed in the Company’s prospectus
dated 30 June 2003, the Group does not have any other
plans for material investments or capital assets.

LIQUIDITY AND FINANCIAL RESOURCES

The Group has maintained sound financial position in this
year. During the year, the Group financed its operations
mainly with its operating revenue, internal resources and
net proceeds from placement on 2003. As at 30 June 2005,
the Group’s current assets amounted to about
RMB80,467,000 of which approximately RMB18,047,000
was cash and bank deposits. The Group did not have any
bank and other borrowings during the period under review,
the gearing ratio as measured by bank and other
borrowings over total assets was zero.

CAPITAL STRUCTURE

There has not been any change to the capital structure of
the Company since that date.

FOREIGN EXCHANGE EXPOSURE

During the period under review, the Group’s transactions
were substantially denominated in Renminbi (‘RMB”) and
about 49 per cent of the cash and bank deposits were in
either Hong Kong or United States dollars. Since RMB is
pegged to both the Hong Kong and United State dollars,
the Board considers that the potential foreign exchange
exposure of the Group is limited. The Group closely monitors
its foreign currency exposure from time to time and will
engage appropriate hedging activities should need arise.
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MANAGEMENT DISCUSSION AND ANALYSIS
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EMPLOYEES

The total number of employees in the Group was 254 as at
30 June 2005. The Group’s remuneration policy is basically
determined by the performance of individual employees.
In addition to salaries and bonuses, employee benefits
included medical and pension contributions and share
options schemes.

PURCHASE, SALE OR REDEMPTION OF THE COMPANY’S
SHARES

The Company or any of its subsidiaries didn’t purchase,
sell or redeem any of the Company’s listed shares during
the six months ended 30 June 2005.

DIRECTORS’ INTEREST IN SECURITIES

As at 30 June 2005, the interests and short positions of the
directors, chief executives of the Group and their associates
in the shares, underlying shares or debentures of the
Company and its associated corporations (within the
meaning of Part XV of the Securities and Futures Ordinance
(the “SFO”), which are required (a) to be notified to the
Company and the Stock Exchange pursuant to Divisions 7
and 8 of Part XV of the SFO (including interests or short
positions which they are taken or deemed to have taken
(b) pursuant to section
352 of the SFO, to be entered in the register referred to
therein; or (c) pursuant to Rules 5.41 to 5.49 of the GEM
Listing Rules were as follows:

under such provision of the SFO); or
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A=ZTHLERNEAYEREE- HjE‘ﬁzﬁalEIKA’
Ef] £ Ain o

EEcEsER

2 2

AFEANA=ZTHE AEEZEERTE
RARRREMEE AR (EEREHFR
(1%
o
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R_FF

?Szé
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Long positions in shares and underlying shares of the Company REAATAROREBRGZHFR
(1) The Company (1) AAd
Number of

Number of shares in which
shares in which interested under

interested  physically settled Approximate
(other than under  equity derivatives percentage
Type of equity derivatives) REEWLEE  Total number of interest
Name Interest Capacity BERZZRHAHA BRAfTETR of shares BEEH
#E BEER 5t (RATETERS) HEEZZRAHE g Bl
(Note 3)
(M5E3)
William Xia GUO Personal Beneficial owner 9,110,377 7,200,000 16,310,377 4.53
$E {8 A EafEBA
William Xia GUO Corporate  Interest of a controlled 149,432,583 - 149,432,583 41.51
Ei] NS Corporation (Note 1)
REEENER (H:1)
William Xia GUO Corporate  Interest of a controlled 15,966,073 - 15,966,073 4.44
FE N corporation (Note 2)
RSB ER (52
Note 1: The controlled corporation, Venturepharm Holdings fisE1: X 4EHE B Venturepharm Holdings
Inc. is 47.63 per cent directly held by Mr. Guo Xia Inc. S B S A E 45 B 47.63% MR % -
and 34.68 per cent held by Mr. Guo Xia through I /B 2P B 5L A& B #B Winsland Agents
Winsland Agents Limited, his wholly and beneficially Limited (R BRZ B SFMAL B
owned company incorporated in British Virgin HrEErEEREE) FHE34.68%K%
Islands. o
Note 2: The controlled corporation, Bright Excel Assets MisE2: =42 4l% B Bright Excel Assets
Limited, is 100 per cent beneficially owned by Limited /1 Venturepharm Holdings Inc.
Venturepharm Holdings Inc. EmBa s kike

13
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Note 3: Various interests of the directors and chief Misr3: ZEERFEZETHAEBREWHEERAN
executives pursuant to physically settled equity METEBT2ZEER BB RIRE
derivatives are through share options granted under BRARERATERET S E 2
BRERE - FEERI DT

the Pre—-IPO share option scheme. Details of which
are set forth as follows:

Number of shares

in which interested

under physically settled

equity derivatives as at

20 June 2003 and 30 June 2005
R-BBE=FXA-1+AR
—22RFEAASTH

Name REBEYEERATEIR Date of Grant Exercise Price
=4 FERERZRZRMEE RH B8 TEE
William Xia GUO 7,200,000 20 June 2003 HK$0.32
B T =FA=+H 0.32/8 7T

Options granted to Mr. William Xia GUO contain a
vesting schedule, pursuant to which may be exercise
up to 30 per cent of the underlying shares after 31
December 2003, up to another 30 per cent of the
underlying shares after 31 December 2004 and the
remaining balance after 31 December 2005. These
options will expire ten years after the date of grant.

BT&ANBREGHSREBSR &
b REAR - ZZ=F+-A=+—
B & 1T 2 148 B B {0 30% & 8 ik
R -EENF+ A=+ HR&TT
£~ % R IERE B {0 E #730% K BB A2 -
MEATEOBEBRENIR - ZTAF+—
A=+—RETE-AHABREERE

Mr. GUO has also undertaken to the Stock Exchange
that he will not exercise his options granted under

HEME+FEER FEARARD R
R PTAGE N LT B HR A E121E A
N RETETEREFREERNAFME
& A A BT B IR A BB A -

the Pre-IPO share option scheme within the first 12
months from the listing date.

14
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(2) A subsidiary of the Company-Beijing Dezhong—Venture
Pharmaceutical Technology Development Company

(2) KRA]ZHE DA —ILRIER

it FI % B R~ A

Limited

Name Type of Interest  Capacity

#E EEER 54

William Xia GUO Corporate Interest of a controlled Corporation (Note 1)
#$E N R—RXEHEE R (1)

Note 1: The interest is held by Beijing Venturepharm Biotech

Pharmaceutical Technology Company Limited, a
limited liability company incorporated in the PRC,
for which 99 per cent of its shareholding is
beneficially held by Mr. William Xia GUO and 1 per
cent held by Dr. Maria Xue-mei SONG.

Save as disclosed above, as at 30 June 2005, none of the
directors and chief executive had any interests or short
positions in any securities of the Company or any of its
associated corporations (within the meaning of Part XV of
the SFO) which are required (a) to be notified to the
Company and the Stock Exchange pursuant to Divisions 7
and 8 of Part XV of the SFO (including interests or short
positions which they are taken or deemed to have under
such provision of the SFO); or (b) pursuant to section 352
of the SFO, to be entered in the register referred to therein;
or (c) pursuant to the rules 5.41 to 5.49 of the GEM Listing
Rules.

BRET:

Capital contribution

on a Sino-foreign
co-operative
joint venture
R—EH 5
g

bRZHER

US$111,000
111,000% 7T

i+

o

Approximate
percentage of
interest of
shareholding in
joint venture
REELE

PR B R 22
BHBEHE

12.83
12.83

BRERILIRBEZEYBEEMEERA
AR A R AR BRI BEM AL
ZERAF HO9%MEMRAEREE
BRARREEELHEE1% -

BEXEEEN R_FF
EERETBETRAEMER AR RELMA
BAE (EERESFRMERIEXVE) 2 EM
EHRTHEBQREESLMEGRIIEXVEET

RESHH

BERA=TAH>

YN DY Sods AR UE Fot

wE (BRREES M EGR 2% F &)
EEREREBZERIRR) H(D)RIEES
R BB AR B 56 35215 7B 51| AR 16 B P it & A fitt 2
RS IORR  R)RBRIER MR AFE5.411%
E5AMFIRZRE 2 EIAR -
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SUBSTANTIAL SHAREHOLDERS

So far as it is known to any directors, chief executives of
the Company, as at 30 June 2005, the interests and short
positions of persons in the shares and underlying shares
of the Company which would fall to be disclosed pursuant
to Division 2 and 3 of Part XV of the SFO or which were
required, pursuant to section 336 of Part XV of the SFO, to
be entered in the register referred to therein were as follows:

Long positions in shares and underlying shares of the Company

FERR

BARRMEMNEZEREBTBRASRM R_F
ERFRNA=ZTHBE - A TALHERRR 2B
SRR PR MOAR MAREE S R
BEEBIEXVEBE 2R FI3MHEH W E  HARE
& 75 I A 16 26 XV AR 55 336 16 78 51| A\ A% fik Ay
Btz @m kxR

REQXARGRAEABRG 25 A

Approximate
percentage of interest

Name Capacity Number of Shares L

£ L3 REGHE BAK

Venturepharm Holdings Inc. (Note 1) Beneficial owner 149,432,583 41.51

(F&E1) ERBERA

Venturepharm Holdings Inc. (Note 2) Interest of a controlled corporation 15,966,073 4.44

(P &E2) R-EREHEE #a

Bright Excel Assets Limited (Note 2) Beneficial owner 15,966,073 4.44

(f7z2) ERBEAA

C Tech Fund Beneficial owner 80,736,558 22.43
ERHEBA

William Xia GUO (Note 1,2 &3) Beneficial owner and interest 181,709,033 50.48

FE (M1, 2]3)

of controlled corporations
ERBBEARRRZHER 5

Note 1: Venturepharm Holdings Inc. is 47.63 per cent directly Mf#£1: Venturepharm Holdings Inc. A3fE St £ &
held by Mr. Guo Xia and 34.68 per cent held by Mr. Guo B E47.63%RE - URBHIELEER
Xia through Winsland Agent Limited, his wholly and Winsland Agents Limited (R R E R Z & 5
beneficially owned company incorporated in the British HMAK WEBLEEEEEZHEBZ AR
Virgin Islands. 5 534.68%HHE -

Note 2: The controlled corporation, Bright Excel Assets Limited, M5E2: =42 H)% E Bright Excel Assets Limited®
is 100 per cent beneficially owned by Venturepharm = §% 4 /B Venturepharm Holdings Inc. B #&
Holdings Inc. wa-

Note 3: Apart from shares held through Venturepharm Holdings MI5E3:  BR 4B i@ Venturepharm Holdings Inc. 358 2

Inc., the shares in the number of 16,310,377 are
beneficially owned by Mr. William Xia GUO (including
7,200,000 shares underlying the options granted to him
under the Pre-IPO Share Option Scheme).

Befpih SBE X EBEHES 16,310,377 A%
f (Eh BREREE R QRS R ERE
SR T H 2 B A R 3 17.27,200,000% BX

) e



VENTUREPHARM LABORATORIES LIMITED /nferim Report 2005

L

MANAGEMENT DISCUSSION AND ANALYSIS

EBEWESH

Save as disclosed above, as at 30 June 2005, there was
no other persons who recorded in the register of the
Company as having interest or short position in the shares
or underlying shares of the Company which would fall to
be disclosed under Divisions 2 and 3 of Part XV of the SFO
or which were required, pursuant to section 336 of Part XV
of the SFO, to be entered in the register referred to therein.

SHARE OPTION SCHEMES

1.

Pre-IP0O Share Option Scheme

Pursuant to the written resolution passed by the
shareholder on 31 March 2003, the Company adopted
a share option scheme (the “Pre-IPO Share Option
Scheme”) in order to recognize and reward the
contribution of certain directors, senior management
and advisers, the details of which are set out in the
paragraph head “Share Option Scheme” in Appendix
IV to the Prospectus. As at 20 June 2003, options
comprising a total of 11,520,000 underlying shares
were granted. As at 30 June 2005, the options
outstanding are 11,520,000 and no options granted
pursuant to the Pre-IPO Share Option Scheme had
been exercised, cancelled or lapsed. Particulars of
the outstanding options that had been granted under
the Pre—IPO Share Option Scheme as at 30 June 2005
are as follows:

Period during
which the options

B £ PR ER & SN

R_ZETRFRA=1+H"

MEBETERARREMAZEMALIRAR
ZBRDHEERDPRHAAREIE S KPS K
PIEXVEBE 2R E3DHATRE 2 EIAR

HARBEEFER LHE

&5 %XV*B% 3361%7A5IA

ZIGPT B LMz Em AR

BRESTE

1. BRAMERAMBRESS

RAATBRBERER -_ZEZE=F=A=+—
HERBZEBRAEERM—BERETS
(IBEXAFAERMBRESS]) UET
AR TEE a@EBABRERZE
BB R EIRERM &2 rﬁﬁﬁﬁg‘aﬂriu
—B-R-EEZFNA-t+H AR
By kA 11,520, oooﬂﬂﬁfﬁﬂxfﬁzﬁ%
fEE- " _EZTRHRFANA=+8"
11,520,00017 BE IR E M R 1T BRBEE X
AHAERAMBERENIRD ZERESRE
ETE IHEIAKRBM-R_ETRFAAZ
+H RBEEXARERITBRETSER
R KRITEBREFBHINDOT:

Number of underlying
shares under the option
as at 20.6.2003

and 30.6.2005

remain exercisable R-ZBZE=FXA

after the date of grant  Exercise price “tERZ-ZEZRF

Name of grantees REB#BREZ per shares RA=THEBERE

ERAMA AFTELR BRITEE R ZEBROEE

William Xia GUO (Note 1&2) 10 years HK$0.32 7,200,000
HE (MHF1k2) T+ 0.327 T

2 other participants (Note 1&2) 10 years HK$0.32 2,520,000
mEEM2EE (E1Kk2) T 0.32% T

1 other participant (Note 3) 10 years HK$0.40 1,800,000
ZEMB2EE (MF3) +F 0.407 7T

11,520,000

17
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Note 1. Options granted to each of them contain a vesting
schedule, pursuant to which may exercise up to 30 per
cent of the underlying shares after 31 December 2003,
(subject to Note 2), up to another 30 per cent of the
underlying shares after 31 December 2004 and the
balance after 31 December 2005.

Note 2. Each of the grantees has undertaken to the Stock
Exchange that they will not exercise their options granted
under the Pre—-IPO Share Options Scheme within the first
12 months from the Listing Date.

Note 3: Options granted to an advisor contain a vesting schedule,
pursuant to which may exercise up to 30 per cent of the
underlying shares after 31 December 2002, up to another
30 per cent of the underlying shares after 31 December
2003 and the balance after 31 December 2004. The
respective grantee has undertaken to the Stock Exchange
that he will not exercise his options granted under the
Pre-IPO Share Options Scheme within the first 6 months
from the Listing Date.

2.  Share Option Scheme

Pursuant to the written resolutions by the shareholders
of the Company on 23 May 2003, the Company
adopted a new share option scheme.

2.

BRET:

BfsE2:

B 5E3:

SRR BRI A REER B &

EHARZEE=F+_A=+—RH%T
51 % A AR IR 15 30% K B AR 4 (TEMTsE22
BET) RZZTNF+-A=-+—H#ET
5% R B BE AR 19 £ 82 30% 1 B8 AR 4% - T 4
THEBRENATR _SETRF+_A=1+—
HigfTE-

ZERBAC BT A PR LT AR
B1I2EARN BEEITSITEREE XA
% AT B8 R AR AT B E R M BB AR A o

BT —AERZBRENRSREBRE i
FARZZEE_F+-_A=+—RBETEDT
ZREBKRGN0%HNBRE R _TT=F
TZA=Z+—HETEAZNEBR D X
B0%MIBME - Mix THBREITR -F
ZENFE+-_A=+—HRERTE-FEEARA
ERBZHAEAGR RLETARRE6EARN
BE BT EITEREE R QRS BRR R E
EHEIER 2 BB -

BRESTS

ﬁ%$’7k$ ?2 FREA-t=AZ
EERBE ARBRM—AERETE-
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As at 2 March 2005, options comprising a total of
4,042,000 underlying shares were granted. As at 30
June 2005, the options outstanding are 4,042,000 and
no options granted pursuant to the Share Option
Scheme had been exercised, cancelled or lapsed.
Particulars of the outstanding options which have been
granted under the Share Option Scheme as at 30 June
2005 are as follows:

RZEZRAF=-AZH ARREREIREH
4,042,000 fB AR (D 2 BB E- R _ZE T HF R
A =-1H 4,042,000 & &% m R1TE - BR &
EREFEIRE cEREMETE FHIE
M-RZZEZERFAA=TH BIEBRETS
BHEBRTECBRESBOT

Number of underlying
shares under the option

Period during at 20.6.2003
which the options and 30.6.2005
remain exercisable R-ZZBZE=FXA
after the date of grant  Exercise price “tERZ-ZZEZERF
Name of grantees REB#BREZ per shares RA=THEBERE
ABRABR A FATREER BRTEE R ZEBRAEE
William Xia GUO 10 years HK$0.52 360,000
BE T 0.52% 7T
Other directors 10 years HK$0.52 1,152,000
5% TF 0.52/ 7T
Other participant 10 years HK$0.52 2,530,000
HAh T4 0.52/ 7T
4,042,000
COMPETING INTERESTS R ELS

As at 30 June 2005, none of the Directors or the
management shareholders of the Company and their
respective associates (as defined in the GEM Listing Rules)
had any interest in a business that competes or may
compete with the business of the Group.

SPONSOR’S INTEREST

As at 30 June 2005, neither the sponsor of the Company,
China Everbright Capital Limited (“China Everbright”), nor
its directors, employees or any of their associates (as
defined in the GEM Listing Rules), had any interest in any
securities of the Company.

RCZEZERFRA=ZTHE ARFAZEERER
BEREBEZTAZHEAL (EERARRE
mARRD B ENMEAT BN REXEERKATEE
REBHFOEBR R RS-

REAER

RZZETRFRAA=1THE ARFRBATEL
ABEBRQAA ([FEXX]) EEF REX
RESBZEMBEAL (ERRAERLEHR
) BERARREFNESFTEBETMNEE-

19



200

BERREEXARAT —TEAFF YRS

MANAGEMENT DISCUSSION AND ANALYSIS
EBEWESH

Pursuant to the agreement dated 27 May 2004, entered
into between the Company and the Sponsor, China
Everbright received and will receive a fee for acting as the
Company’s sponsor for the period commencing from (and
including) 27 May 2004 and ending on (and including) 31
December 2005 or the date the Agreement is terminated.

CORPORATE GOVERNANCE

(1) Corporate governance practices

The Company applied the principles and fully complied
with the Code Provision as set out in Appendix 15 of
the GEM Listing Rules ("“CG Code”) with certain
deviations save as disclosed in respect of (1) the roles
of chairman and chief executive officer and (2) the
remuneration committee. The following summarizes the
Company’s corporate governance practices and
explains deviations, if any, from the CG Code.

(2) Directors’ securities transactions

The Company has adopted the Company Code for
Securities Transactions by Directors of Listed Issuers
in compliance with the provisions that are set out in
the GEM Listing Rules as its own code of conduct for
Directors’ dealings of securities since 29 June 2005.
Specific enquiries have been made with all Directors
and the Directors confirmed that they have complied
with the required standard set out in the Company
Code in the period from 1 January 2005 to 30 June
2005.

BEARAEFRBAFEAAR -_ZZTMFR
AZt+ttRAILzh® PRAAR-_ZZTMF
TFR-t+tRAE(BREZA)ZE-FFTRF+=
A=1t—B (B%H%A) it BH7& LA HME
EARAZREA LEE MK S WEE
e

(1) EERER

AR BB R Al N0 38 <7 B ZE AR _E T AR RI BT
BT+ AMC(EEERERTADFERE
EPRERERE SEBEIFERITRAR
AEAREEHH ATHARRARMNLES
BEARBERRE(CEERTMHTINE
FE(WMAH) -

(2) EBENESXRS

RAREHEMHER EWHRAUBE LT AR
EFETESFRINEESTA ERERAF
EXEERSFCEESTA ERBHASZE
ERFEFXNAZTNB-ARRERMEES
RREEHRE TR ETETEARER
SRR ZEZETIEARR G 2BFFRIZ
E/RO
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(3) Board of directors (3) E=g

The overall governance structure of the Company is IATHEARB M EEERARE:
set out below:

The Board
i
Chairman appointed by the board
EXSRANER
3 Executive Directors
IEWMITES
3 Non-Executive Directors
SEIFMITES
3 Independent Non-Executive Directors
BEFIFMITES
Executive Directors Audit Committee
HITES EREES
William Xia GUO 3 Independent Non-Executive Directors
HE H3B B IR TES AN
Maria Xuemei SONG WU Ming Yu (Chairman)
REH KRFm (£F)
David Xuesong GAO Paul CONTOMICHALOS
=ER WANG Hong Bo
FAURE

Senior Management

BREERE

Dr. Tom Tuo Jin, Joint Chief Technology Officer

Dr. Tom Tuo Jin -+ B & BT 48 22

Dr. Tarun GUPTA, Co-head of the Group Business Development
Tarun GUPTAE &+ REBEBHEIBS EE

Mr. Michael Kun LIU, head of Medicinal Drug Entity Division
2R MEBERRBEZERERINEIE

Mr. Tim Ting GUO, head of Fianancial Department

2PEE - BITEMEES
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2/

Notes:

(a) The Non-Executive Directors of the Company during the
period and up to the date of this report are:

FENG Tao

WU Xin

Philip Pak Yiu YUEN (resigned on 18 March 2005)
Nathan Xin ZHANG (appointed on 2 February 2005)

(b) Apart from Nathan Xin ZHANG and Wang Hongbo, which
do not have a service contract, each of the directors
has entered into a service contract with the Company
for three years from 10 July 2003 (the “Listing Date”).
Each of the executive directors and non-executive
directors was appointed as director of the Company
respectively subject to termination in certain
circumstances as stipulated in the relevant service
contracts, if applicable.

(c) Save as disclosed above, no directors has a service
contract which is not determinable by the Group within
one year without payment of compensation (other than
statutory compensation).

The Board of Directors (“Board”) of the Company is
collectively responsible for the oversight of the
management of the business and affairs of the Group
with the objective of enhancing shareholders value.

The Board of the Company comprises a total of nine
Directors, with three Executive Directors, three Non-
executive Directors and three Independent Non-
executive Directors. One-third of the Board is
Independent Non-executive Directors and one of them
has appropriate professional qualifications. Reviews
are made regularly of the Board composition to ensure
that it has a balance of expertise, skills and experience
appropriate for the requirements of the business of
the Company. All Independent Non-executive Directors
meet the independence guidelines set out in Rule 3.13
of the Listing Rules and are independent in accordance
with the terms of the guidelines.

M i

(a) FRARBEAMRSEBHPLEARRZIERT

5=

KRR

fribi@ (R =—ZZTRnF=A+/\HEE)
KR (MR -_ZZ2RF A -—BEZE)

(b) BRERMBREAL I WA IR A L5 B85
TEREHEARRNYA-ZE=FtH
TE(IEHAES) B RA=F2REA
D BHTEERFATETHRZERA
REER HAEERREAO (MER) L
FIAZETHERT FIAKLE.

(c) BMENFEEEN RRNEERRAFAE
tEErER HETVENASER—F
AT E OXERMERSN) ™A T A
BIEZRBEL-

ApREFEE ([EFE) HRAAEEER
SEEXBRTRAEHOHEETE BRER
RITKRREENB R

ARREEFEHNUEFER BFE =M
TES —UFATEER = BHIIFNT
ES O EFEXRERBIUINTE
ERUBIRTEETABEEEXE
e RRABKER RS ESFTEG ZHEMK - R
HEBMEERMBZER KELELRIAR
ARBEEZBR - NABRRABBILIE
HOTEFTETARHRN EMARAEIA3MKZ
B RS YREZE S G BE LA
+o



VENTUREPHARM LABORATORIES LIMITED /nferim Report 2005

L

MANAGEMENT DISCUSSION AND ANALYSIS
EEESR RSN

The Board, led by the Chairman, is responsible for the
approval and monitoring of the Group’s overall
strategies and policies; approval of annual budgets
and business plans; evaluating the performance of the
Group; and oversight of management. One of the
important roles of the Chairman is to provide leadership
to the Board to ensure that the Board acts in the best
interests of the Group. All Directors have been
consulted about any matters proposed for inclusion in
the agenda. With the support of Executive Directors
and the Company Secretary, the Chairman seeks to
ensure that all Directors are properly briefed on issues
arising at Board meetings and receive adequate and
reliable information in a timely manner.

Regular Board meetings of the year are scheduled in
advance to give all Directors an opportunity to attend.
Four regular Board meetings at approximately quarterly
intervals have been scheduled for 2005. The Directors
can attend meetings in persons or through other means
of electronic communication in accordance with the
Company’s Articles of Association.

Board papers are circulated not less than seven days
before the Board meetings to enable the Directors to
make informed decisions on matters to be raised at
the Board meetings. The Company Secretary and the
Qualified Accountant shall attend all regular Board
meetings to advise on corporate governance, statutory
compliance, accounting and financial matters when
necessary. Directors shall have full access to
information on the Group and are able to obtain
independent professional advice whenever deemed
necessary by the Directors. The Company Secretary
assists the Chairman in establishing the meeting
agenda, and each Director may request inclusion of
items in the agenda. Minutes of the board meetings
are kept by the Company Secretary and are open for
inspection by Directors.

EXIFEET B2 ERERAE
B e BB SR MR HLEF R FRE KX
AR TREERE UREREEENT
E-TEEP—BHIZRERREEETS
BREFEUNAAKEZENDZMNTT N
TT%°ET5%55%1%%$§)&LVE&ETTFEﬁ

B YRR EEENEE EHETER
ama°Pﬁﬁ%%i’]%u’s.@LHmﬁEﬁFﬁJ%IE
IIAGHRIE - ERTEETRARME R
T IERBERAAEFEGREEEES
SR LRANHERE LERESEMER
FEHER-

BFEHARCEFTEERBRRILA
RETEH EEEFERMEREREEH
B ARRBEAR _ZETRFANEHAHAN
REFEEH NWEBEF R i%‘h@%%‘}z
NARRAIEBERRMITANEME TR
TAHFEEZ-

REREFHESTEER LM IEARE
FOBAMUMER AT gBXHEREREE
A X2REE - ARAWERGERER
MOt EEEEecHegs NERERM
TEELR KIEET BREVBEEER
EEgRHEER -EXRRERTERAIER
ERMEEERRBYUNEXEER REFE
ERLETRRAZEZEBEYHARNE
SEHEL B R AFE e
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During the six months ended 30 June 2005, the Board E=Eegrfe RZETRF-AKAAR
met and held two meetings in March and May 2005. E\%E%ﬁﬁﬁﬁé\% HNEE-—RHFEER
The attendance records of the aforementioned two BHoZ—H°

Board meetings are set out below:

Attendance of individual Directors at board meeting 2005 ¥ FHHEEEERANESN G
during the period FE=

Attendance No Attendance Rate

HERE HE=R

Executive Directors

HITES

William Xia GUO 2/2 100%
e

Maria Xuemei SONG 2/2 100%
REG

David Xuesong GAO 2/2 100%
= SN

Non-executive Directors

FHATES

FENG Tao 2/2 100%
BE

WU Xin 2/2 100%
R

Nathan Xin ZHANG 2/2 100%
5 X

Independent Non-executive Directors

BYFHTEE

WU Ming Yu 2/2 100%
= A

Paul CONTOMICHALOS 2/2 100%
WANG Hongbo 2/2 100%
FAR
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(4)

()

Chairman and chief executive officer

Chairman of the Board is responsible for the leadership
and effective running of the Board, and ensures that
all keys and appropriate issues are discussed by the
Board in a timely and constructive manner.

However, the Chief Executive of the Company has not
the day-to day
management of the Company’s business is handled

yet been appointed. Currently,

by the executive directors and senior management,
who take the responsibility to run the Group’s business
and to implement the Group’s strategy so as to achieve
the overall commercial objectives of the Company.

In order to comply with CG Code, the Directors will
discuss the appointment of a chief executive during
the upcoming Board meeting dated 8 August 2005.

Remuneration of directors

Currently, the Remuneration Committee comprises the
Chairman of the Board Mr. William Xia GUO, a Non-
executive Director Mr. Tao FENG and an Independent
Non-executive Director Mr. Paul CONTOMICHALOS.
Mr. William Xia Guo

Remuneration Committee.

is the Chairman of the

The principal responsibilities of the Remuneration
Committee include making recommendations to the
Board on the Company’s policy and structure for all
remuneration of Directors and senior management and
reviewing the specific remuneration packages of all
executive Directors and senior management by
reference to corporate goals and objectives resolved
by the Board from time to time.

(4)
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MANAGEMENT DISCUSSION AND ANALYSIS
EEESR RSN

(6)

(7)

(8)

In order to comply with CG Code, the Directors will
discuss the appointment of an Independent Non-
executive Directors to replace Mr. Tao FENG in the
Remuneration Committee during the upcoming Board
meeting dated 8 August 2005. Subsequent to the
aforesaid appointment, Independent Non-executive
Directors will comprise majority of the Remuneration

Committee.

Nomination of directors

In accordance with the Company’s Articles of
Association, nomination of directors is determined by
the Board with approvals by the shareholders in the
general meeting.

Auditors’ remuneration

The annual general meeting approved the
reappointment of Deloitte Touche Tohmatsu and that
the Board is and be hereby authorized to fix auditor’s
remuneration. Non-audit services was not provided by
the auditor to the Company during the six months

ended 30 June 2005.

Audit committee

The audit committee was established with written terms
of reference in compliance with the GEM Listing Rules.
The primary duties of the audit committee are to review
the Company’s annual reports and accounts, half-yearly
reports and quarterly reports and internal control
system of the Group and provide advice and comments
to the Board. The audit committee has three members
comprising the three Independent Non-Executive
Directors, Mr. WU Ming Yu, Mr. Paul CONTOMICHALOS
and Mr. WANG Hong Bo. Mr. WU Ming Yu is the
chairman of the audit committee.

(6)
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MANAGEMENT DISCUSSION AND ANALYSIS
EBEWESH

(9)

The audit committee hold meetings on quarterly basis.
During the six months ended 30 June 2005, the audit
committee held two meetings during the period and
reviewed the Group’s quarterly and interim financial
results. The attendance records of the aforementioned
two audit committee meetings are set out below:

Attendance of member at audit committee during
the period

Member

ME

WU Ming Yu

REA®H

Paul CONTOMICHALOS
WANG Hongbo

FAR

Directors’ Acknowledgement of Their Responsibility
for the Financial Statements

The Directors acknowledge that they take full
responsibility in the preparation of the financial
statements.

(9)

ERZZRBEEHHE WFE-R-BRZ
SERAHRAERIT_REE EBEHAE
BEEZE_TTREFAAA=THIEREARZ
THMBEE BHE_TTERF=A=1+—
BLE=ERZFEHHESE-

2005 FXFEHEERZESSZRANKE
B =

Attendance No Attendance Rate
HE IR HE=E

2/2 100%

2/2 100%

2/2 100%

ESRAURENEL

EEARBEREKRENEE-
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CONSOLIDATED INCOME STATEMENT
malE R

IFFERE

Unaudited Three months
ended 30 June

Unaudited Six months
ended 30 June

AREREZ RREREZE
AA=THLE=@EA ARB=TRILEAEA
2005 2004 2005 2004
“E2E2RE _—TTWF ZBEHEE "TINF
Notes RMB’000 RMB’000 RMB’000 RMB’000
i AR%®Tr ARBTr AR%Tr ARET:R
Turnover - 3 8,632 8,890 16,120 12,567
Cost of sales 35 E KA (3,485) (3,390) (7,491) (5,352)
Gross profit EH 5,147 5,500 8,629 7,215
Other operating income H g g A 182 809 207 1,667
Administrative expenses TEAX (2,196) (2,342) (4,888) (4,145)
Profit before taxation B 252 A 4 A 5 3,133 3,967 3,948 4,737
Taxation 18 6 (390) (340) (525) (376)
Profit after taxation before ~ B FiE BXR D&
minority interest PR R 4 %2 A i A 2,743 3,627 3,423 4,361
Minority interests LR RES 13 17 34 17
Profit attributable to B% 3R & 1 3 F
shareholders 2,756 3,644 3,457 4,378
Earnings per share (cent)  ER&F (5) 8
- basic —E K 0.77 1.01 0.96 1.22
— diluted —#E 0.76 1.00 0.95 1.21
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CONSOLIDATED BALANCE SHEET
HEBERRBR

Unaudited Audited
30 June 31 December
2005 2004
RAREZRBZE 2T F
—EERF +=A
NA=TH =+—H
Notes RMB’000 RMB’000
B = ARMT T AR T T
Non-current assets FERBEE
Property, plant and equipment M- WBE k& H 9 6,132 6,256
Investment in securities BHEE 16,553 16,553
Investment in associates REE QAR 2R E 10 2,235 2,235
Investment in unlisted equity JEETRRAIEE 11 6,080 6,080
Intangible assets EEE 12 2,690 2,510
33,690 33,634
Current assets REBEE
Work-in-progress £ & [ 32,120 25,120
Trade receivables FEWE 5 Bk 3K 13 9,367 11,513
Other receivables, deposits and B th fE e 5k IE -
prepayments R R¥ENFKIE 17,654 17,675
Amounts due from related i b /N
companies 14 3,279 2,392
Pledged bank deposits BEEFRITER 6,023 9,811
Bank balances and cash RITHEBR NI 12,024 8,160
80,467 74,671
Current liabilities REEE
Trade and other payables H th & 5 5k IB 1,541 1,941
Receipt in advance TE W R IB 6,353 3,721
Amount due to Shareholders JE - A% 3R 3k I8 54 54
Tax payable JE 5 75 18 651 454
8,599 6,170
Net current assets REEEFE 71,868 68,501
Total assets less current BEERRDARS
liabilities 105,558 102,135
Minority interests PEBRRER 3,156 3,190
Net assets EERE 102,402 98,945
Capital and reserves IR A B f# 5
Share capital & A 38,160 38,160
Reserves i1 64,242 60,785
102,402 98,945
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CONDENSED CONSOLIDATED CASH FLOW STATEMENT
BHSEZEHEERER

Unaudited six months
ended 30 June
ARERBE
ANRA=t+tHIEXER

2005 2004

—EERF —EENF

RMB’000 RMB’000

AR®T T AR T T

Net cash inflow from operating activities REEB RS MAFEE 246 (5,705)

Net cash outflow from investing activities WEEE 2R e R FE (135) (16,394)

Net cash outflow from financing activities BEEB CH ML FE (34) 1,273

Net increase (decrease) in cash He R e FE YL

and cash equivalents (R 2) F & 77 (20,826)
Cash and cash equivalents at HUsBEEMREEEY

beginning of the period 17,970 33,152
Cash and cash equivalents at Mo BReREEEEBY

end of the period 18,047 12,326
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
HEHEmBEHR

Statutory
enterprise
Share Share Special Capital ~ Statutory  expansion Accumulated
capital  premium reserve reserve reserve fund profits Total
EELE
kx  RGEE KAEE  EAEE  EERE  RRES  RiEA At
RMB'000 ~ RMB000  RMB000  RMB'000  RMB'O00  RMB'O00  RMB'O00  RMB'000
AEBTL ARBTT ARETR ARBTR ARETR ARETR ARETR ARETR
At 1 January 2004 R-FZME-A-H 38,160 - 6,039 894 2,931 6,114 36,023 90,161
Final 2003 Dividend “ER-EQER
Declared AERE - - - - - - (1,908) (1,908)
Contribution from PUARRMLE
minority shareholder - - - 9 - - - 9
Transfer Bt - - - - 403 403 (806) -
Profit for the year RERRT - - - - - - 10,683 10,683
At 31 December 2004 RZZEME
tZA=t+-H 38,160 - 6,039 903 3,334 6,517 43,992 98,945
Dividend i)
Contribution from PURELE
minority shareholder
Profit for the year KEERT - - - - - - 3457 3457
At 30 June 2005 R-BERERA=TA 38,160 - 6,039 903 3,334 6,517 47,449 102,402
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NOTES TO THE FINANCIAL STATEMENTS
At 75 &8 = Mt &

32

GROUP REORGANIZATION

The Company was incorporated in the Cayman Islands
on 21 May 2002 as an exempted company with limited
liability under the Companies Law (2002 Revision) of
the Cayman Islands. Its shares have been listed on
the GEM of the Stock Exchange since 10 July 2003
(the “Listing Date”).

Pursuant to a group reorganization to rationalize the
structure of the Group in preparation for the listing of
the Company’s shares on the GEM of the Stock
Exchange, the Company became the holding company
of the companies now comprising the Group on 31
March 2003 (the “Group Reorganisation”).

ACCOUNTING POLICIES AND BASIS OF PREPARATION

The unaudited condensed finance statements have
been prepared in accordance with the Statements of
Standard Accounting Practice (“SSAP”) 25 “Interim
financial reporting” issued by the Hong Kong Society
of Accountants (“HKSA”) and the disclosure
requirements set out in Chapter 18 of the Rules
Governing the Listing of Securities on the Growth
Enterprise Market of The Stock Exchange of Hong Kong
Limited. The accounting policies adopted are
consistent with those followed in the preparation of
the Group’s audited consolidated financial statements
for the year ended 31 December 2004.

The accounts have been prepared on a consolidated
basis and include the financial statements of the
Company and its subsidiaries. All inter-company
transactions, balances and unrealized gains on
transactions eliminated. The combined results for the
six months ended 30 June 2005 were prepared as if
the current group structure had been in existence
throughout the period.

£EEA

ARRBRBEHEHEARNE(ZZTE_F(B
AR -—EE_FRA-_t+—HERSH
EIMRLABRETZEH R AR -HRH
B-ZTZE=FtA+B([LHA]) R
RRZBIER Ee

READRREFHSEBRDRB AR
RENMBEEASERBEMETCERE
HARARZTT=F=A=+—BKA
RERAEBES AR ZERAR ([EEE
Ml -

EfBREREZREE

AREEZERAPBRRIDBIEE L SFED
RE([GEAE]) R 2 @5 BEBEL
(T&stEHKER]) 255 [ MM KRS |
AR EBEMEXXZMBRABEERES
EHRAFIBEMB  WER TR G5t
BREGRASEHE_ZTTOF+-A
=+ -—BLEFEZEERSEAMBHRERAA
RAE e

RENDREAEERE YEARRFRE
MBRARZHMBEHRER-MESEARRMZ
R RGZIEHRRARERWHIGEE -
BE_TTRFRNA=TRHILZAHFEAE
DEZABZEEARBERERYE—EF
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NOTES TO THE FINANCIAL STATEMENTS
At 75 &8 = Mt &

3. TURNOVER AND REVENUE 3. EEERWEHE
The Group is principally engaged in the research, REEBFEREHE AEREEREN®D
development and commercialization of drug products. bRz - AERRESAFELREMLEZE:
Following the objective of increasing own product BT 48 5 W A 12 R AN S = T AR 75 U A Bl
commercialization, there is only a modest growth in AIEE M- R BEEPEBER WSO T :

Technology Transfer revenue while there is a substantial
increase in service income. Revenues recognized

during the periods were as follows:

Unaudited three months Unaudited six months
ended 30 June ended 30 June
ARERBE AREREE
AAB=tHLE=@EA ANA=THLNER
2005 2004 2005 2004
—ZEZIF —EEME —ZEZRF —EEMEF
RMB’000 RMB’000 RMB’000 RMB'000

AR®TRE AREBTT ARBTR AREBTZE

Turnover EEHE

- Transfer of technology for —EEHNER

new drug and new R T 4 B

drug development 2,552 2,718 4,262 3,068
- Contracted pharmaceutical - HERMEE L

development and clinical BT EY)

research services B2 I R R

associated with 72 B 75

technology transfer 2,963 4,151 6,382 6,198
- Contracted pharmaceutical S Ve

development and clinical EHESEY)

research services F 3 K R R

outsourced by customers fiff 7% AR 75 2,682 1,190 4,564 2,470
— Import registration — i O F MRS

services 1 380 171 380
— Royalty income — FraT A 329 451 593 451
- Active pharmaceutical — B &R

ingredient 5 %% 105 = 148 -

8,632 8,890 16,120 12,567
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4. SEGMENT INFORMATION 4. HEEH
No geographical segment analysis is presented as all HREARBMREARNEEMEEE RFBIHIM
assets and operations of the Group for the periods AR E I & 2 513 @ 5 55 5 7o

are located in the PRC.

No business segment analysis is presented as the HREAEAEE X% E 2 B R &M
operations of the Group for the periods are principally T R s B ORI E 2 5
related to pharmaceutical research and development, EBOES Mo

registration, application and testing.

5. PROFIT BEFORE TAXATION 5. BRF AR R
Profit before taxation is arrived at after charging BREEARAMENER (G A) ToFE:

(crediting) the following items:

Unaudited three months Unaudited six months
ended 30 June ended 30 June
ARERBE AREREE
AAB=tHLE=@EA ANA=THLNER
2005 2004 2005 2004
—ZEZIF —EEME —ZEZRF —EEMEF
RMB’000 RMB’000 RMB’000 RMB'000

AR®TRE AREBTT ARBTR ARETE

Depreciation e 225 410 462 795
Less: amount capitalized in e ERELPE
work-in-progress BRAEBRZ R (158) (351) (323) (691)
67 59 139 104
Provision against the JE W SR IB B4
receivables 520 295 582 295
Amortization of intangible A EE
assets 88 8 168 8
Interest income B WA (46) (619) (268) (1,273)
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NOTES TO THE FINANCIAL STATEMENTS
At 75 &8 = Mt &

6. TAXATION 6. HIE

Unaudited six months
ended 30 June

Unaudited three months
ended 30 June

KREREZE ABEREZE
AA=tHLE=M@A ANA=tHLEARER
2005 2004 2005 2004
—ZEZERFE —TTNF ZETHE C"ZTTNF
RMB’000 RMB’000 RMB’000 RMB’000
ARETRT ARETT AR%TR ARETTT
Company and subsidiaries AAR R EA A

PRC income tax REFTEH 390 340 525 377
390 340 525 377

No Hong Kong Profits tax has been provided for, as
the Group had no estimated assessable profits in Hong
Kong for the six months ended 30 June 2005 (2004:
nil). The Company’s subsidiaries are subject to PRC

income tax on their assessable profits.

DIVIDENDS

The board has not recommended the payment of an
interim dividend for the six months ended 30 June
2005. (2004: Nil)

EARNINGS PER SHARE

The calculation of basic earnings per share for the six
and three months ended 30 June 2005 is based on
the unaudited net profit of approximately RMB3,457,000
and RMB2,756,000 respectively (2004: approximately
RMB4,378,000 and RMB3,644,000 respectively), and
the weighted average number of approximately
360,000,000 ordinary shares in issue during the period
(2004: 360,000,000).

HRAEERBE_TTAFA=1TH
LEREAEREY EBAFTHNERFEN (=
TEMEE) QU BERFENEHREL R
o AR B 2 P B 2 B 7B Bt B SR A g ) 40 A
TR

=t

EXEERATREBEBRE_TTAF A=
TRLERNEAZFHABRE (ZTETMF:
&) -

EREF

HE-_ZTZRAFAAA=ZTHLEANEARAR=
8 Az ERERZF D BB E KL EZ
i # A R ¥ 3,457,000 K A R ¥
2,756,000t (ZEZTMWHF :H AR
4,378,0007T & A R #3,644,0007T) ' A K&
HAzEZETERARME T AR
360,000,0008% (== Z 4 4 : 360,000,000

B)HE-
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NOTES TO THE FINANCIAL STATEMENTS
At 75 &8 = Mt &

10.

11.

The calculation of the diluted earnings per share for
the six months and three months ended 30 June 2005
is based on the unaudited net profit of approximately
RMB3,457,000 and RMB2,756,000 respectively (2004:
approximately RMB4,378,000 and RMB3,644,000
respectively), and the weighted average of
approximately 363,635,815 (2004:

approximately 363,008,000) (after adjusting for the

shares

effect of the outstanding dilutive options under the
share option schemes of the Company).

PROPERTY, PLANT AND EQUIPMENT

During the period, the Group acquired property, plant
and equipment with a carrying value of RMB402,944
(2004: RMB4,610,754).

INVESTMENT IN ASSOCIATE

(TR
g2 8aL THREAQR) was incorporated in January
2004, with the Company investing approximately
RMB2,235,000
shareholdings.

Zhejiang Dankong Venturepharm Co. Ltd.,

in exchange of 45 per cent

INVESTMENT IN UNLISTED EQUITY

19 per cent of shares in Hainan Pioneer Pharmaceutical
Co., Ltd., (BB HI%ER A A) were acquired in
January 2004.

10.

11.

HE —_ZETRFA=tHIEA~NEAR=
@Rz EGREE R A TR IR R & B &4 A
# AR % 3,457,0007T 2 A R #2,756,0007T
(ZEZTWMF - HARE4,378,000L K AR
¥ 3,644,00070 ) A & 0 #E F ¥ & &
363,635,815 ( — & =& M F : %
363,008,0008%) (£ %K1 708 AR i =T 8 R
TERSERECEEBELARE)FTE-

ME-BERRZE

RABHE AEEBEEEAEARE
402,944 (ZEZ M F: AR ¥ 4,610,754
TC) ZME - -FE MM
REBEQARZRE
MTIREBEZEBR L TIERATR_EE

ME—AEMAL NRRAREE R RELHA
R #2235 00077 LA BR 15 45% A% #E -

FLELTRAEAKRE

o

:2? F—RA RARBANEREKES
ZER A R19%RMD
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NOTES TO THE FINANCIAL STATEMENTS
At 75 &8 = Mt &

12. INTANGIBLE ASSETS 12. BILEE
The intangible assets of the Group represent REB v EREERRENRIEZER 2
capitalized development cost for drug products for own BB ARNEFAZEKAN &% E &5 A A F 5
commercialization and it is amortised over its estimated FHESHo

useful life of 5 years.

13. TRADE RECEIVABLES 13. EIWE SR
Details of the ageing analysis are as follows: FEWE SRR 2R DT T :
Unaudited Audited
30 June 31 December
2005 2004
KEZHZE
AREREZE —EEF
—EBhEF +=A
NAB=1H =+—H
RMB’000 RMB’000

AR® TR ARETT

0 to 90 days T £90H 3,089 9,663
91 to 180 days 91£180H 1,628 1,412
181 to 365 days 1812 365H 4,650 438

9,367 11,513

3/
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NOTES TO THE FINANCIAL STATEMENTS
At 75 &8 = Mt &

14 . CONNECTED AND RELATED PARTY TRANSACTIONS 14. BEREBEALIRS
Details of amounts due from related companies are as FEWEE AR 2 REFBO T :
follows:
Unaudited Audited
30 June 31 December
2005 2004
KEZHZE
AREREZE —ETNF
—EBhEF +=A
NAB=1H =+—H
Name of company RMB’000 RMB’'000
AR BB AR® T AR T T
Sanmenxia Sinoway Pharmaceutical =Pk B A R
Co., Ltd (“Sinoway Pharmaceutical”) BERAR ([ Emurs]) 1,480 812
Venturepharm Inc. (“VP Inc.”) Venturepharm Inc. (“VP Inc.”) 1,799 1,580
3,279 2,392
Note: (1) Both companies are the subsidiaries of the Mizk: (1) MERARHARARREZHEBE L
Company’s shareholder. Al e
(2) The amounts are unsecured, interest-free and (2) EEARBAERR 2EREZENKE
repayable on demand. Re
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NOTES TO THE FINANCIAL STATEMENTS
At 75 &8 = Mt &

During the period, the Company had the following RAERE NRARHEETEBEAT (ZFE AR
significant transactions with certain related parties which BIERFES LR EENERBEEAL)
also deemed to be connected persons as defined by the ETTIHIEARARS:

Rules Governing the Listing of Securities on the GEM:

Name of Unaudited six months
Connected party Nature of the transaction ended 30 June
RREREBZE
BEALER REME ARA=Zt+THLEXREA
2005 2004
—EERHF —EENF
RMB’000 RMB’000

AR® T ARBTTT

VP Inc. Revenue-Contracted R&D, pharmaceutical 220 159
application, registration and testing service
Wazs — BRI A2 2 B 55 iR it ORI AR 75
The above transactions were carried out in accordance LR B TIRIEE S B E 2GR HETT
with the terms agreed by both parties.

By Order of the Board REEEm
Guo Xia BE
Chairman e
Beijing, the PRC, 8th August 2005 REEtR —EZTHRFENAANR
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Executive Directors:

William Xia GUO
Maria Xuemei SONG
David Xuesong GAO

Non-Executive Directors:
FENG Tao

WU Xin
Nathan Xin ZHANG

Independent Non-Executive Directors:

WU Ming Yu
Paul CONTOMICHALOS
WANG Hong Bo
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