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FINANCIAL HIGHLUGHTS

s E
Six months Six months
ended ended
30 June 30 June
2018 2017
BE HE Year ended 31 December
2018%F 20175 BEZ12A310LEE
6A30H 6H30H
(RMB’000) (AR¥TR) EREA LER1EA 2017 2016 2015
Revenue BERE 1,482,428 662,253 1,601,567 941,504 692,910
Gross profit E5 1,243,433 540,611 1,321,151 727,270 514,576
Profit from operations Pl 747,383 360,491 752,484 460,299 339,605
Profit before taxation W F AT A 746,863 358,233 748,195 453,066 314,706
Profit attributable to equity EA/NGIE Zind
shareholders of the Company eyl 634,544 301,860 647,101 380,597 265,750
Basic/diluted earnings per share  BFRZEA HEEE F
(RMB cent) (NRED) 140 o/ 143 84 /9
Total assefs BEE 4,572,321 3,491,092 3,775975 2,831,100 2577415
Total liabilifies mafE 1,012,594 580,782 715,389 373,302 434,566
Net assets FEE 3,559,727 2,910,310 3,000,586 2,457,807 2,142,849
Profitability ERgED
Gross profit margin EF=R 83.9% 81.6% 82.5% 77 2% 74.3%
Operating profit margin R FIR 50.4% 54.4% 47.0% 48.9% 49.0%
Net profit margin SRR 41.2% 44.6% 39.1% 40.4% 38.4%
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CORPORATE PROFILE
NG WA

YiChang HEC Changliang Pharmaceutical Co., lid. (hereinafter
referred fo as the “Company’, with its subsidiaries, collectively
referred to as the "Group” or "we”) is one of the leading
pharmaceutical manufacturing companies in the People’s Republic of
China (the "PRC" or “China’) focusing on antivirus medicine and
covering the development, manufacture and sales of pharmaceutical
products in three major therapeutic areas of antivirus, endocrine and
metabolic diseases as well as cardiovascular diseases. It is the domestic
pharmaceutical manufacturing platform under Shenzhen HEC Industrial
Development Co., lid. ("Shenzhen HEC Industrial’) and its
subsidiaries.

In August 2001, Yichang Changjiang Pharmaceutical Co., lid., the
predecessor of the Company, was established in Hubei Province
and formally enfered into China pharmaceutical industry. In 20006,
the Company was licensed by oseltamivir phosphate licensor to
manufacture oselfamivir phosphate products in the PRC. In 2008,
following the registration of its exclusive patentprotected Kewei granule
product with the China Food and Drug Administration (the “CFDAY"), the
Company became the only oseltamivir phosphate granule manufacturer
in China and entered the pediatric pharmaceutical market. In the
following year, the Company's anti-influenza virus product, oseliamivir
phosphate, was selected into Centrol Medical Reserve (Hb ot B8 24 (3
&), In 2013, Kewei product dominated the largest market share
of oseltamivir phosphate products in China. In 2015, the Company
was fransformed info a joint stock limited company by means of
reorganization, and established strategic cooperation relationship with
Shenzhen HEC Industrial, our controlling shareholder, and acquired the
preemptive right fo purchase products developed by the HEC Research
Group (including YiChang HEC Research Co., lid., linzhi HEC
Pharmaceutical Investment Co., lid. and their respective subsidiaries
being the subsidiaries of Shenzhen HEC Industrial) owned by our
controlling shareholder. With the confinuous expansion of our business,
shares of the Company were successfully listed on The Stock Exchange
of Hong Kong Limited [the "Stock Exchange’) on 29 December
2015, with the stock code 01558.HK.

As at 30 June 2018, the Group has a pharmaceutical portfolio of
33 pharmaceutical products in fofal, including the Company's core
product, Kewei. The Company is the only manufacturer of oseltamivir
phosphofe granules in the Chinese markef af present.

We have a sale network sprawling across China with a high market
penetration level. The Company established three professional
sales teams to conduct differentiated sales lines management for ifs
core products targeting at the current freatments of different clinical
departments in the hospital, namely pediatrics department, anti-infectious
depariment and endocrine department.

In future, the Company will further enrich its product lines, expand its
markets, enhance infernational production standards and quality of its
products and confinue to expand the coverage of markefing and sales
in order to promote further growth of our operations and profifobihr\/,
and endeavour fo create more value for the invesfors.
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MANAGEMENT DISCUSSION AND ANALYSIS
B IR B am M AT

INDUSTRY

China is the largest emerging pharmaceutical market in the world.
According to the forecast of IMS, the pharmaceutical market of
China will achieve faster growth than the other markets. By 2020,
it will become the world's second largest market only to the Unifed
States with a market size of US$109.5 billion, whose market
share in the global pharmaceutical market will increase from the

current level of 3% to 7.5%.

Throughout the marco environment of China's pharmaceutical
market, 2018 will be a year where challenges and opportunities
coexist in the pharmaceutical manufacturing industry of China.
The pharmaceutical manufacturing industry of China are
undergoing a critical transitional period, developing from low
quality and low efficiency to high quality and high efficiency.
The government rolled out a series of significant policies and
measures, aiming at improving the efficiency of the evaluation for
launching innovative drugs and streamlining the approval process
in a scientific manner. Thanks fo the persistent implementation of
the “consistency evaluation” of generic drugs and policies such
as "tworinvoice system”, the speed of drug evaluation has been
continuously enhanced, which accelerates the formation of a
favorable ecological environment for pharmaceutical innovation in

China.

1T

R 3 HRB A ST LB BT IR IEIMSAY
BE - hE BTSSR TR E A
BRMIEE - 2020 % A2 ERHER
BV AT - B EATSAEEE) 005
B2 R HREETSNGES KB AT
3% EFRN7 5% o

ABRBEBETISNABIRE - 2018F 2%
BB ERMERRBYEN—F  FH
BREIEXTRN —BEEEE - EREER
BEE DM ERNOBRETY  BExE
HT —RINEEBEANEN - §EERSEH
EEmELSRE MM CELRRF - BEE
TR —ZEHE - MEGFERHIENR
BifEE - BEREMRENTEBIRST - S E
RAF 0% o IR A REERIR IETE IRTAK o

Inl YICHANG HEC CHANGJIANG PHARMACEUTICAL CO., LTD. EERBARITIEXRHERA A



Il. BUSINESS REVIEW

Overall sales performance

In the first half of 2018, our revenue reached RMB1,482.4
million, represenfing an increase of 123.8% as compared fo
the corresponding period of 2017. Revenue from core product
Kewei reached RMB1,353.5 million, representing an increase of
143.1% as compared to the corresponding period of 2017. Our
profit and tofal comprehensive income for the period affributed
fo equity shareholders of the Company reached RMB634.5
million, representing an increase of 110.2% as compared to the
corresponding period of 2017. Revenue from Kewei, Ertongshu,
QOumeining, Xinhaining and Xining accounted for 91.3%, 2.7%,
2.1%, 1.2% and 1

was no change in The structure of core products of the Group.

5% of the total revenue, respectively. There

Sales

Based on the current product portfolio of launched drugs and
pipeline products and faking info account the diagnosis and
freatment records of different clinical depariments of hospitals, the
Group established professional teams to conduct differentiated
marketing and management for its product lines. As of 30 June
2018, the Group has a fofal of 1,480 sales personnel. With
respect to our core products, namely Kewei granules, Kewei
capsules and Erfongshu, the Group has established professional
academic promotion teams for pediatrics depariment, emergency
department, respiratory department, infectious department and
endocrine department. From the aspect of the overall sales layout,
the rapid revenue growth of Kewei products is the main impetus
for our performance growth. During the six months ended 30
June 2018 (the "Reporting Period’), Kewei capsules and
Kewei granules achieved a revenue of RMB400.3 million and

RMB@53.2 million, respectively.

-
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Furthermore, the Group always adheres fo the concept of sel-
operation and has gained extensive experience after years
of operation and experimentation. The Group has set up an
academic promotion team with regard to endocrine and
mefabolic products, which is specifically responsible for the
professional academic promotion of benzbromarone and follow-
up insulin products. Currently, our sales teams have been divided
in accordance with different products, including pediatric product,
anti-infection product, metabolic and endocrine product, and
general product. In addition, our sales teams also adopt soles
models including sales of general medicine and overthe-counter
products, covering hierarchical hospitals, primary hospitals as well

as clinics and pharmacies.

Coing forward, we will adhere to academic promotion as the
core and focus on enhancing the coverage of our core products
in hospitals through further expanding the sales channels to
community hospitals and primary hospitals. Meanwhile, we will
establish a solid foundation for the postlaunch marketing of the
Croup's extensive pipeline products. In the future, we will further
expand our academic promotion team and build our sales team
with high quality, high efficiency and solid professionalism.

Research and development

e Anti-virus therapeutic area: Yimitasvir
Phosphate
The Group mainly pushed on with two therapeutic solutions
for Hepatitis C. One of the solutions is o combination
therapy of Yimitasvir Phosphate and Sofosbuvir, for which the
Phase Ill clinical trials were conducted in the first quarter of
2018 and are currently underway. The solution is scheduled
fo be submitted to the CFDA for launch by the end of 2018
and it is expected to be approved for launch after 2019;

Another solution is a combination therapy involving Yimitasvir
Phosphate and Furaprevir, jointly developed by the Group
and one if its partners, TaiGen Biopharmaceuticals Co.
(Beijing), Ud., for which the Phase Il clinical frials commenced
in the first quarter of 2018 with well effectiveness and safety
shown from data of the Phase Il clinical trils. I's expected to

be approved for launch after 2020.
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Therapeutic area of endocrine and metabolic
diseases: full range of insulin products

In the area of endocrine and metabolic diseases, we
focused on developing full range of insulin products, which
covers both the second and the third generation of insulin.
By virtue of the mature and stable technologies, we are one
of the few domestic manufacturers of China capable of

developing full range of product series.

The Group is currently developing three types of active
pharmaceutical ingredients (APIs) of insulin and various types
of corresponding insulin preparations. As for the research
and development standards and clinical development
strategies of insulin, the Group follows the latest technical
guidelines on biosimilar drugs adopted in Europe and
United States, striving to provide high-quality biosimilar drugs

comparable to the original innovator drugs.

The latest progress of the insulin products during the

Reporting Period is as follows:

Types Current stage

mE PR RE ER
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Planned
launch time
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Recombinant Human Insulin Injection

BEHEARBRISR EARREE
Isophane Protamine Recombinant Human Phase Ill clinical frial
Insulin Injection (Pre-mixed 30R) ANt
BEABAARSZ IR
(F8)R30R)

Insulin Glargine Injection

HIFRSRE5TR NI
Insulin Aspart Injection Phase I clinical trial
FIZBRER IR iAZNER

Insulin Aspart 30 Injection

FIZBRER30EHTR NI

Phase IIl clinical trial

Phase lll clinical trial

Application submitted for production At the beginning of 2019

201947

By the end of 2020
20204 /K

By the end of 2020
20204 K

In 2021
20214

In 2021
20214
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MANAGEMENT DISCUSSION AND ANALYSIS & I8 & 515 & 73 A

I.LOPERATING RESULTS AND SREREBENDMN

ANALYSIS
1. Overview 1. &
Change as
compared
with the
corresponding
For the six months ended period
30 June of 2017
BZ6H30HL<EA 82017F
(RMB'000) (ARBTFIT) 2018 2017 EARE L
Revenue EERE 1,482,428 662,253 123.8%
Gross profit EF 1,243,433 540,611 130.0%
Operafing profit 4R S | 747,383 360,491 107.3%
Profit before taxation & Bz A 746,863 358,233 108.5%
Profit for the period B A 610,791 295,272 106.9%
Attributable to: AR AT FEG -
Equity shareholders AR
of the Company PR 634,544 301,860 110.2%
Non-controlling interess eI e (23,753) (6,588) 260.5%
610,791 295,272
Basic and diluted earnings R EA R BEE
per share (RMB cents) BF(ARES) 140 67
Profitability (%) B FIBE D (%)
Gross profit margin EF=E 83.9% 81.6% 2.3%
Operafing profit margin LR I & 50.4% 54.4% —4.0%
Net profit margin FAEE 41.2% 44.6% -3.4%

------------------- |n| YICHANG HEC CHANGJIANG PHARMACEUTICAL CO., ITD. EERBXRTIEXRD AR



Revenue

For the six months ended 30 June 2018, the revenue of the
Group amounted to RMB1,482.4 million, representing an
increase of 123.8% as compared to RMB662.3 million for
the six months ended 30 June 2017. The Group's revenue
from Kewei products amounted to RMB1,353.5 million,
representing an increase of 143.1% as compared to the six
months ended 30 June 2017. The significant growth in the
revenue from Kewei products was mainly due to ongoing
adoption of Oseltamivir Phosphate as the recommended
treatment for influenza, continuous academic promotion
activities as well as the more severe influenza activity in

China during the Reporting Period.

The following table illustrates the revenue from products of
each therapeutic area of the Group and as a percentage of

the total revenue:

MANAGEMENT DISCUSSION AND ANALYSIS &8 & 515 & 79 i

E 3

BE2018F6H30B E/NEA - &
EEREEBRARK 4824887
REZE2017F60A30BLEAEAHA
REO6623AETEMT 123.8% : &
SERETHEMNBEERABARE
1,353.5A &7 - WELE201746H30
HIERERIER143.1% « AIEEmAE
WABIIE T BN BB R A B 454
WARERBOAEO B EY) - FEEN
S0 HEEE B A K 3RS B AR R AE T B
EREE -

TR AEEZ AEELEREER
REEXEADLLER

Change as

compored

with the

corresponding

period

For the six months ended 30 June of 2017

HZ6A30F1LAER 82017F

[RMB'000) (ARBTT) 2018 % 2017 % R
Antiviral drugs MEEEY 1,357,171 91.6% 559,300 84.5% 142.7%
Including: key product Kewe A TEEMUE 1,353,523 91.3% 556,728 84.1% 143.1%
- Kewei granules — A B 953,196 64.3% 371,952 56.2% 156.3%

- Kewei capsules -RBE 400,327 27.0% 184,776 27.9% 116.7%
Cardiovascular drugs DIEEY) 54,607 3.7% 50,543 7.6% 8.0%
Endocrine and mefabolic dugs A RAHIEEY 41,549 2.8% 19,044 2.9% 118.2%
Others: - 29,101 1.9% 33,366 50% -12.8%
Tofal et 1,482,428 100.0% 662,253 100.0% 123.8%

INTERIM REPORT 2018 HHAR&




Cost of Sales

Our cost of sales consists of (1) cost of raw materials,
primarily representing cost of raw materials, ancillary
materials and packaging materials; (2] labour cost,
primarily representing salaries and welfare benefits of our
stoff directly involved in the manufacture of our products;
(3) manufacturing cost, primarily representing depreciation
charge of machinery, equipment and plant, and the
costs of labour protection materials, fuel, machine oil and
maintenance; and (4] royalty fees paid to third parties in
relation to various patent licences. The Group's cost of
sales increased from RMB121.6 million for the six months
ended 30 June 2017 to RMB239.0 million for the six
months ended 30 June 2018, which was mainly due to the

increase in sales.

The following table illusirates the cost of sales of each of the
therapeutic areas of the Group and as a percentage in the

total cost of sales:

MANAGEMENT DISCUSSION AND ANALYSIS &2 & 5t i M o AT

IR SHER AR RMBRA - £
ERFEME - W R BEM KK
RIANIRA  TERERSEERLE
MEBTZTEMBEHN : QIREEM - *
ZEREWRERENINTERR - 5

IREEFT RIS ~ WAL - 0 S o
KA ERENFARE=ZTZNNE
B - AEEOHEKRAREE20174F
OA30HIERNEAMARKI2IOFS
TTEMZEEZE 20186 A30H 1L/~ EA
MARKE2300BE T TEARHE
EHEAMEK -

TREIAREZGFEALNVHERA
KARBHERAN B DL ER

Change as
compored
with the

coresponding

period

For the six months ended 30 June of 2017

HZ6R3081L~MEA §0175F

[RMB000) (AR®TT) 2018 % 2017 % R
Anfiviral drugs MEEEY 220,248 92.2% 104,960 86.3% 109.8%
Including: key product Kewei b FEERIR 219,312 91.8% 104,077 85.6% 110.7%
- Kewei granules — G 140,446 58.8% 59472 48.9% 136.2%

- Kewei capsules -nRBE 78,866 33.0% 44,605 36.7% 76.8%
Cardiovascular drugs DIEEY) 6,025 2.5% 6,701 5.5% -10.1%
Endocrine and metabolic drugs AR ALY 4,293 1.8% 2,751 2.3% 56.1%
Others: Hit 8,429 3.5% 7,230 5.9% 16.6%
Tofal ot 238,995 100.0% 121,642 100.0% 96.5%

Iml YICHANG HEC CHANGJIANG PHARMACEUTICAL CO., LTD. EERBARITIEXRHERA A




MANAGEMENT DISCUSSION AND ANALYSIS &8 & 515 & 79 i

4. Gross Profit 4. EF|
For the six months ended 30 June 2018, gross profit of the HZE2018F6H30B IENER - AEE
Group increased to RMB1,243.4 million, representing an MEFEEARKE] 243488 ' &
increase of 130.0% as compared to RMB540.6 million HE2017F6A30H IENEAMARE
for the six months ended 30 June 2017, mainly due to the 54068 & TEM130.0%  TERHR
significant increase in sales of Kewei, which is a product S EFE 0] B S 5E ANE B AL NPT
with high gross margin. o
The following table illustrates the gross profit aftributable fo TREHAEE S QEEL A EF BB
each therapeutic area of the Group and as a percentage of BRI BEFNN B DLIER
our fotal gross profit:
Change as
compored
with the
corresponding
period
For the six months ended 30 June of 2017
BZ6A30AL~EA 0178
(RMB'000) (ARBTL) 2018 % 2017 % R,
Antiviral drugs RS 1,136,923 91.4% 454,340 84.0% 150.2%
Including: key product Kewei E: TEERAA 1,134,211 91.2% 452,651 83.7% 150.6%
- Kewei granules — A B 812,750 65.4% 312,480 57.8% 160.1%
- Kewei capsules -RBE 321,461 25.8% 140,171 25.9% 129.3%
Cardiovascular drugs DIEEY) 48,582 3.9% 43,842 8.1% 10.8%
Endocrine and mefabolic dugs A RAHIEEY 37,256 3.0% 16,293 3.0% 128.7%
Others: Hit: 20,672 1.7% 26,136 4.8% -20.9%
Total @t 1,243,433 100% 540,611 100.0% 130.0%

INTERIM REPORT 2018 HHAR& |m|




Other Revenue

Our other revenue mainly included (1) government subsidies,
primarily representing amortization of government subsidies
for the construction of the production line for Kewei
recognized by instalments in accordance with accounting
standards, and other subsidies or incentives granted by
the local government, and (2] interest income and other
miscellaneous income. For the six months ended 30 June
2018, other revenue of the Group increased to RMB9.3
million, representing an increase of RMBO.6 million as
compared fo RMB8.7 million for the six months ended 30
June 2017. The increase was mainly due to the increase
in government subsidies or incentives, which offsetting the

decrease in interest income.

Expense Analysis

For the six months ended 30 June 2018, the Group's fotal
expenses amounted to RMB507.8 million, representing an
increase of 185.9% as compared to RMB177.6 million for
the six months ended 30 June 2017. The main components

of the Group's expenses are as follows:

MANAGEMENT DISCUSSION AND ANALYSIS &2 & 5t i M o AT

5. HMWA

B EMBAT 2R BB -
ITERERVBLAERNBTHEIZS
TR BB A - AR E A E IR
T RO B 2 22 B - 2 (2) B A Ko
HMIEWA - BE2018F6H30R IE
ANEA - AEREOEMBAEEARE
93BEEBT  WEZE2017F6HA30H Ik
NEAHARKS7BETIEMARE
0.6BEITT * X B2 HNET Bk 228
EIE I - WHIE T A BHARIRE D o

6. BRADI
BZ2018F6A30BIEAEA - A&
MEBAKIARBS78EET B
BZE2017F6A308 LAEANARE
177 6EBTTHEIN85.0% - REBEE
BRBRMT

Change as
compared
with the

corresponding

For the six months ended period

30 June of 2017

HZ6H30HLLAEA 20174

(RMB'0QQ) (AR®EFTT) 2018 2017 RIERE L
Distribution costs AR 332,759 117,961 182.1%
Administrative expenses THRERR 174,490 57,374 204.1%
Finance costs RhE AR 520 2,258 77 0%
Total Bt 507,769 177,593 185.9%

Iml YICHANG HEC CHANGJIANG PHARMACEUTICAL CO., LTD. EERBARITIEXRHERA A



Distribution costs mainly consist of (1) marketing expenses
relating to conducting academic promotion activities
and other marketing activities, (2) travelling expenses for
markefing purposes, (3) labour cost, and (4] other expenses.
The increase in distribution costs was mainly due to an
increase in marketing expenses and fravelling expenses
relating to the organization of academic promotion and
other marketing activities, which was closely related to
the Group's continuously increasing efforts on academic
promotion of key product Kewei. In addition, the Group
continued to expand its sales team and increased the sales
and marketing personnel by 624 people as compared to

31 December 2017.

Administrative expenses mainly consist of 1) research
and development cost, (2] salary and welfare benéfits for
management and adminisfrative personnel, (3] depreciation
and amortization cosfs relating to our office facilities and
land use rights, and (4] other miscellaneous expenses. The
increase in adminisirative expenses was mainly due fo an

increase in labour cost and research and development cost.

For the six months ended 30 June 2018, the Group's
investment in research and development amounted to
RMB152.2 million in tofal, of which expenses were
RMB107.6 million and capitalized expenditures were
RMB44.6 million, representing 10.3% of the revenue and
an increase of 263.0% as compared fo the corresponding

period of 2017.

Finance costs mainly represent interests on bank loans. The
decrease in finance costs was mainly due to a decrease
in inferest expenses as a result of the sefffement of matured

bank loans with the sufficient funds possessed by the Group.

Other Net Losses

For the six months ended 30 June 2018, other net losses of
the Group amounted fo RMB1.9 million, which was mainly
due fo the exchange losses arising from fluctuations in the
exchange rates between HKD and RMB.

MANAGEMENT DISCUSSION AND ANALYSIS &8 & 515 & 79 i

DHAATEBRRE(EHERREMER
REMEHBENEHKA (2525
BH)Z ZHRACAS » (3)85 TRRA - K (4)H
AA  DHRARIENERRBRE
88 5 B2 A0 B S LA SR B A
RAMERELIN - BAEEFE IR
B0 EE an Al B BT HEE D E & YA
B8 o LSl - AEREREETHERMLD
iR - 2017612 A31 B NHE &
MIGHRABO24A -

TREERAXEEZSRE)FERAE - (2)
EIRRITHABO T E REM - (3)EH
NI R Ko 11 (50 PR M AR R 0 I B K
BRRCAN - R (A)EAB TR © TTEARCAR
EnEEEAEAR/A LKA KK A
ANFFER °

BZE2018FO6HA30B LREA - K&
EHERALTRARKE 152288
T ERERETEAARKIOZOH
Br BAELXHARARK4460BE
TT o IEEEFERI0.3% c RLLEMT
263.0% °

BMEXARTIZRBITERNE - BEK
AORIEBEHNAEEES TR
BE T HHRITERMAL THEER -

HitFEE
BZE2018F6A30HLNEA  K"EEH
Hi#EEAARK 1 0BT TER
RREREARKE XN EHNE
REBRME -

INTERIM REPORT 2018 HHAR& | |



MANAGEMENT DISCUSSION AND ANALYSIS & I8 & 515 & 73 A

10.

11.

Profit Before Taxation

For the six months ended 30 June 2018, the Group's
profit before faxation amounted to RMB746.9 million in
fotal, representing an increase of 108.5% as compared to

RMB358.2 million for the six months ended 30 June 2017.

Income Tax

For the six months ended 30 June 2018, the income tax
expenses of the Group amounted to RMB136.1 million,
representing an increase of 116.1% as compared to
RMB63.0 million for the six months ended 30 June 2017,
which was mainly due fo the increase in profit before

taxation.

Profit for the Reporting Period
For the six months ended 30 June 2018, net profit of the
Group amounted to RMB610.8 million, representing an
increase of 106.9% as compared to RMB295.3 million for
the six months ended 30 June 2017.

Profit and total Comprehensive Income for the
Period attributable to Equity Shareholders of the
Company

For the six months ended 30 June 2018, profit and fofal
comprehensive income for the period attributable o equity
shareholders of the Company was RMB634.5 million,
representing an increase of 110.2% as compared fo

RMB301.9 million for the six months ended 30 June 2017.

8.

10.

11
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IV.FINANCIAL POSITION
1.

Overview

» ISR

As of 30 June 2018, the Group's fotal assets amounted to
RMB4,572.3 million, with total liabilities of RMB1,012.6
million and shareholders” equity of RMB3,559.7 million.

Net Current Assets

The following table sefs forth our current assefs, current

liabilities and net current assets for the date indicated.

1. BE

BZE20185F6HA30HIE - AEEEEE
RARKAS723B&E T BERER
ARKI10126B8T RREZRA
R¥3,5507B87T °

RBEEFE

TREHRMAFREHHREDEE -
nBRBERRBEEFE

As at As at
30 June 31 December
2018 2017
n2018%F MR20174F
(RMB'000) (AREFIT) 6H30H 12H31H
Current assets REEE
Inventories rEN 110,012 87,967
Trade and other receivables B 5 NE WA 941,715 746,961
Time deposits TE TR - 346,519
Cash and cash equivalents W& MRS HEIER 1,355,903 887,183
Total current assets REEEHAE 2,407,630 2,068,630
Current liabilities RBAE
Trade and other payables g5 R H RN TR 802,917 549,542
Contract liabilities ARAEE 7,632 -
Bank loans RITER 10,000 10,000
Deferred income FRIEW 4,379 4,379
Current taxation payable JE{ST BN ERF 18 115,212 76,826
Total current liabilities REEERAE 940,140 640,747
Net current assets REBEEFRE 1,467,490 1,427,883
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As at 30 June 2018, the net current assefs of the Group
were approximately RMB1,467.5 million as compared to
RMB1,427.9 million as at 31 December 2017. During the
Reporting Period, the current assets increased by RMB339.0
million due to the increase in sales; and the current liabilities
increased by RMB299.4 million due to the provisions for
dividends payable and accruals for selling expenses and
royalty fees, resulting in an increase of the Group's net
current assefs by RMB39.6 million and a decrease of the
Group's current ratio from 3.2 on 31 December 2017 to 2.6
on 30 June 2018.

Gearing Ratio and Quick Ratio

Cearing rafio represents the tofal bank loans as at a record
date divided by total equity as at the same record date.
Quick ratio represents current assets (excluding inventories)
as at a record date divided by current liabilities as at the
same record date. As at 30 June 2018, the gearing ratio
and quick rafio of the Group decreased from 0.65% and
3.1 fimes on 31 December 2017 to 0.56% and 2.4 times

respectively.

Cash Flow Analysis

The Group's cash flow is shown in the following table:

MANAGEMENT DISCUSSION AND ANALYSIS &2 & 5t i M o AT

R2018F6A30H » AEBEHEBRIE
EFEHNARKE] 467588 MR
2017F12RA3TBRAIRARK 427.9
BET - mEHA - ARHEENER
MBEERMARKI3.0B&ET -
REHREMIRAMMIE R EHE B R MER
ERSRBEEEMARK29488
T A EHAEEFRPEELINA
R¥30.6BET - MELLXRANH2017
F12A31HH3.2THEE20185F6H30
HE2.6 -

EXEBLRREB LR
BARBEL BN R RNRITEK
BRERARR S R RN EER - BF
LERERCHARNRBDEE (TR
FE)GRABRRHA RN EE -
R2018F6A30H » AEEMNEARRE
R NREN LR B 201712431 HEY
0.65%K 3. 1METEZE0.56%K2.41% -

BeRo
AEBRRERE R TRAT :

For the six months

ended 30 June
HZ6H3081L~EA

(RMB'000) (AR#TFIT) 2018 2017
Net cash generated from operating activities 482 EB)E LIRS FE 631,882 262,081
Net cash used in invesfing activities WERSHREHRESFE (89,529) (489,962)
Net cash [used in)/generated from EEFHORE) EEN

financing acfivities e FEE (75,158) 17,074
Net increase/(decrease] in cash and ReERREEEEE

cash equivalents SR CRA)E 467,195 (210,807)
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In the first half of 2018, the Group's net cash generated from
operating activities was RMB631.9 million, representing
an increase of RMB369.8 million as compared with the
corresponding period of 2017. The increase was mainly

due fo the growth of sales for the Reporting Period.

The Group's net cash outflow generated from investing
activities was RMB89.5 million, representing a decrease
of RMB400.4 million as compared with the corresponding
period of 2017, which was mainly due to the decrease in
payment for the acquisition of equity inferests in a subsidiary,
which was offset by the increase in payment for purchase of

properly, plant and equipment.

In the first half of 2018, the Group's net cash oufflow from
financing activities was RMBZ5.2 million, representing a
change of RMB92.2 million as compared with the nef cash
inflow of RMB17.1 million for the corresponding period of
2017 . The change was mainly due fo the dividends paid fo
equity shareholder and no proceeds received from issuance
of shares as in the first half of 2017

Bank Loans

As at 30 June 2018, the Group's bank loan balance was
RMB20.0 million, which remained unchanged from that
as at 31 December 2017. The Group is in good liquidity
position with sufficient funding and has no repayment risk. Al
bank loans of the Group are loans dominated in RMB and

borrowed from domestic banks in the PRC.

Capital Structure

As at 30 June 2018, the Group's tofal equity affributable
fo equity shareholders of the Company amounted to
RMB3,306.8 million, representing an increase of
RMB499.0 million as compared to RMB2,807.8 million as
at 31 December 2017. The increase was mainly due fo the
increase in net assets resulfing from the increase in operating

profit.
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10.

11.

Capital Expenditure

During the Reporting Period, the capifal expenditures of the
Group mainly include the construction costs and costs of
newly purchased machines and equipment of Yidu Base
Area No.3 Oseltamivir Phosphate Formulation Extension
Project (E#=5%thB4EL R A th Z R AIIEZRIAR) and
Insulin Glargine Construction Project (¥Ti2 H B8RS =EH ),

and the prepayments for properties.

Contingent Liabilities
As at 30 June 2018, the Group did not have any material
contingent liabilities (31 December 2017 nil).

Pledge of the Group’s Assets

The Group did not pledge any of its assets as at 30 June
2018.

Foreign Exchange and Exchange Rate Risk

The Group mainly operates in the PRC. Other than the
foreign currency denominated bank deposits, the Group
does not have any other material direct exposure fo foreign

exchange fluctuations.

Employee and Remuneration Policies

As at 30 June 2018, the Group employed a fotal of 3,213
employees, as compared fo a tofal of 1,997 employees as
at 31 December 2017. The staff costs, including directors’
emoluments but excluding any contributions to pension
scheme, were approximately RMB111.5 million for the six
months ended 30 June 2018. The objective of the Group's
remuneration policy is to mofivate and retain falented
employees to achieve the Group's longterm corporate goals
and objectives. The Group's employee remuneration policy
is determined by taking info account factors such as the
overall remuneration standard in the indusiry and employee’s
performance. The management reviews the Group's
employee remuneration policy and arrangements on a
regular basis. Moreover, social insurance contributions are
made by the Group for its PRC employees in accordance

with the relevant PRC regulations.

10.

11.
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12.

13.

Hedging Activities
During the six months ended 30 June 2018, the Group did
not enter info any hedging fransactfions in respect of foreign

currency risk or inferest rafe risk.

Future Plans for Material Investments or Capital
Expenditure
As of the date of this report, the Group did not have any

plans for material investments or capital expenditure.

V. OTHER SIGNIFICANT EVENTS

The passing of the material asset reorganization
project

On 6 June 2018, the Listed Companies Merger and
Reorganisation Review Committee of the China Securities
Regulatory Commission (FEIBEAEEEELZES |
MARMEEHEEZZ B ) convened the working
meeting, at which the assets acquisition by issuance of
shares by Guangdong HEC Technology Holding Co.,
ltd. was unconditionally approved. HEC Pharm Co., lid.
("HEC Pharm’), as the transferor, and Guangdong HEC
Technology Holding Co., lid., as the transferee, completed
the equity fransfer registration procedures on 24 July 2018
Since then, Guangdong HEC Technology Holding Co., Lid.

became the controlling shareholder of the Company.

Proposed Acquisition

On 10 July 2018, the Company entered into an acquisition
agreement with Sunshine Lake Pharma Co., lid. ("Sunshine
Lake Pharma’), pursuant to which the Company agreed
fo acquire, and Sunshine lake Pharma agreed to dispose
of the know-how, the ownership of the domestic approvals
for manufacturing and marketing and the right to sale of
six pharmaceutical products in the PRC af a consideration
of RMB505,200,000 (the “Proposed Acquisition’),
which comprised a prepayment of RMB252,600,000 and
six milestone payments fotaling RMB252,600,000.

12. 5
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Proposed Issue of H Share Convertible Bonds

On 14 August 2018, the Company entered into a
subscription agreement with certain entities ultimately
confrolled by The Blackstone Group L.P. (the “Blackstone
Fund SPVs’), pursuant to which, the Blackstone Fund
SPVs have condifionally agreed to subscribe for, and the
Company has conditionally agreed to issue, the H share
convertible bonds with an aggregate principal amount
of US$400,000,000 (the “H Share Convertible
Bonds'|.

The H Share Convertible Bonds, if issued, will bear inferest
af the rate of 3.0% per annum and may be converted info
82,631,578 conversion shares at the inifial conversion
price of HK$38 per share [assuming full conversion of the
H Share Convertible Bonds), representing approximately
18.28% of the existing issued share capital of the Company
as at the date of this report and approximately 15.46% of
the tofal issued share capital as enlarged by the issue of the

conversion shores.

The proceeds from the issue of the H Share Convertible
Bonds are infended fo be used for the purposes of the
acquisition of drugs and other pharmaceutical products
lincluding active pharmaceutical ingredients), capital
expenditure on production facilifies, expansion of sales and
distribution networks and other purposes subject to the prior

writlen consent of the subscriber.

The proposed issue of H Share Convertible Bonds represents
an excellent opportunity for the Company to embrace
market opportunifies and enhance its market positions in the
pharmaceutical industry. At the same time, the Group plans
fo tap this opportunity fo infroduce Blackstone as a long-
ferm sfrategic investor fo help the Company carry out drug
acquisitions, advance its development strategy, operation
and management, strengthen international cooperation, and

improve corporate govemance and investor relations.
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VI.BUSINESS PROSPECTS OF THE

SECOND HALF OF THE YEAR

In recent years, under the backdrop of domestic economic growth,
acceleration of population ageing and the fully implementation
of "the two-hild policy”, the pharmaceutical market underwent
drastic changes due to the implementation of two major
pharmaceutical policies concerning “consistency evaluation”
of generic drugs and “tworinvoice system”, which created both
challenges and opportunities for the future development of
pharmaceutical manufacturing enferprises. The Group will pay
close affention fo the latest frend in the industry and continuously
adjust ifs direction for development with a view fo exploring o

scientific advancement path o achieve sustainable growth.

In the second half of 2018, we will continue to enhance our
innovation and research and development capabiliies fo meet
ever-changing market demand, diversify the Group’s drug
porifolio, and opfimize our competitiveness. Meanwhile, we will
maintain the growth momentum of our core drugs and increase
their market share by further expanding sales and distribution
channels to community hospitals and primary hospitals. For future
new products, we will confinue to strengthen and build-out our
professional sales teams, leveraging academic promotion activities
fo build a solid foundation for sales of future new products. In the
future, we will adhere fo its development strategy in a disciplined
and prudent manner. By enriching and diversifying the drug
portfolio, maintaining strong competitiveness of core drugs and
leveraging our strengths in academic promotion capabilities, we
will strive to achieve stable and longferm development in the

future.

oL

/\
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CORPORATE GOVERNANCE AND OTHER INFORMATION

/\"’*’*\A
E./m

K E M E

COMPLIANCE WITH CORPORATE
GOVERNANCE CODE

As a company listed on the Stock Exchange, the Company always
strives to maintain a high level of corporate governance and has
complied with all code provisions as set out in the Corporate
Governance Code contained in Appendix 14 fo the Rules Governing
the Listing of Securities on the Stock Exchange (the “Listing Rules”) for
the six months ended 30 June 2018.

COMPLIANCE WITH CODE FOR
SECURITIES TRANSACTIONS

The Company has adopted the Model Code for Securifies Transactions
by Directors of Listed Issuers (the “Model Code”) set out in Appendix
10 of the Listing Rules as the code of conduct regarding securities
transactions of the Company by the direciors (the "Director(s)’) and
supervisors of the Company. Upon making specific enquiries to all of
the Directors and supervisors of the Company, each of the Directors and
supervisors of the Company confirmed that during the six months ended
30 June 2018, each of the Directors and supervisors of the Company
had fully complied with the required standards set out in the Model
Code.

AUDIT COMMITTEE

The audit committee of the Company (the “Audit Committee”’) has
formulated terms of reference in written form in accordance with the
requirements of the Listing Rules. It comprises three members, namely,
Mr. TANG Jianxin (independent non-executive director), Mr. LEE Chi
Ming (independent nonexecutive director] and Mr. TANG Xinfa (non-
executive director]. Mr. TANG Jianxin currently serves as the chairman
of the Audit Committee.

The Audit Commitiee of the Company has reviewed the Group’s 2018
inferim results announcement, interim report and the unaudited interim
financial statements for the six months ended 30 June 2018 prepared

in accordance with the IFRSs.
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SHARE CAPITAL

As of 30 June 2018, the total share capital of the Company was
RMB452,022,850, divided info 452,022,850 shares of RMB1.00
each (including 226,200,000 domestic shares |"Domestic
Share(s)’] and 225,822,850 H Shares [H Share(s)’).

INTERESTS AND SHORT POSITIONS
OF DIRECTORS, SUPERVISORS
AND CHIEF EXECUTIVE IN SHARES,
UNDERLYING SHARES AND
DEBENTURES

As at 30 June 2018, to the knowledge of the Directors, none of the
Directors, supervisors or chief executive of the Company had any
inferests 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 Securities and Futures Ordinance (the “SFO"))
which were required to be nofified to the Company and the Stock
Exchange pursuant fo Divisions 7 and 8 of Part XV of the SFO (including
those taken or deemed as their interest and/or short position in
accordance with such provisions of the SFO), or which were required,
pursuant fo secfion 352 of the SFO, fo be entered in the register kept
by the Company referred 1o therein, or which were required, pursuant
fo the Model Code, to be notified to the Company and the Stock

Exchange.
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SUBSTANTIAL SHAREHOLDERS’ FERRNBRMOHERS
INTERESTS IN SHARES

As at 30 June 2018, to the knowledge of the Directors, the persons MR2018F6A30R » MESZMA » THAL(E
[other than the Directors, supervisors or chief executive of the Company) = CAQFESEHZSITHAERIN RAA T
who have an inferest or short position in the shares or underlying shares DSBS P BIRE B 5 K& B S I HIEXVES
of the Company which would fall to be disclosed to the Company FOREINTMAARIFENEZ I AR - BIR
pursuant to Divisions 2 and 3 of Part XV of the SFO and as recorded in A R BB B 330616 BIEBTER AN T B2 M
the register required to be kept by the Company under section 336 of mRERSA R -

the SFO were as follows:

Number of Approximate Approximate
shares/ percentage of percentage of
underlying shares  relevant class of total issued
Name of shareholders  Types of shares Capacity held (shares) share capital (%) share capital (%)
Frisie, /e ERERRAN CRITRALEN
RRERE RAER 59 ROEE (RH) BRBD (%) BABAL(%)
HEC Pharm Domestic Shares Beneficial owner 226,200,000 (l) 100% L) 50.04% (1)
HERGH NEMK ERBEBA
linzhi HEC Pharmacettical Domestic Shares Interest in confrolled corporation 226,200,000 (1) 100% L) 50.04% (1)
Invesiment Co., lid.*2 WA RS AR ER
MERGAEZRE
BRAR"
Shenzhen HEC Industrial Domestic Shares Interest in controlled corporation 226,200,000 {I] 100% () 50.04% (1)
Development Co., lid."2 NE R R EEER
RMIMEGLEEER
BRRA"?
Ruyuon Yao Autonomous Domestic Shares Interest in confrolled corporation 226,200,000 (1) 100% (L) 50.04% 1)
County Yuneng Electric NEK Rt EEER
Industrial Co., Ltd.2
RERE R &?E@Ejﬁ?
BXERAA
Ruyuon Yao Autonomous Domestic Shares Interest in confrolled corporation 226,200,000 (1) 100% (L) 50.04% 1)
Counly Xinjing Technology ~ RE R Rt EEER

Development Co., lid 2
IRE KBRS R
BRARRA?
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Number of Approximate Approximate
shares/ percentage of percentage of
underlying shares  relevant class of total issued
Name of shareholders  Types of shares Capacity held (shares) share capital (%) share capital (%)
FisRe,/HE HRERRAN ERITRAEEN
RRER ik bl &% REHA (RH) BRBD (%) BABAL(%)
Mr. ZHANG Zhongneng? Domestic Shares Interest in controlled corporation 226,200,000 (I 100% (1) 50.04% (l)
R AL WER Rt EEER
Ms. GUO Meilan# Domestic Shares Interest in controlled corporation 226,200,000 (I 100% () 50.04% (1)
Bl e NER Rt EEER
North & South Brother Pharmacy H Shares Beneficial owner 75,000,000 () 33.21%(l) 16.59% (1)
Invesiment Company Limited ~ HE% BHEBA
BN PEEREABRAR
H Shares Beneficial owner 67,500,000 (S) 29.89% (5] 14.93% (5
HE% ERERA
North & South Brother Invesiment  H Shares Interest in controlled corporation 75,000,000 () 33.21% 1) 16.59% (1)
Holdings Limited® HAR REnEEES
H Shares Interest in controlled corporation 67,500,000 (S) 29.89% (5] 14.93% (5
HE% Rt EEER
Mr. MO Kits H Shares Interest in controlled Corporation 75,000,000 () 33.21% 1) 16.59% (1)
ERGHES Hi% Rt EEER
H Shares Interest in controlled Corporation 67,500,000 (S) 29.89% (5 14.93% (5
HE% Rt EEER
Sanxing Eleciric (Hong Kong) ~ H Shares Beneficial owner 15,503,000 () 6.87%l) 3.43% ()
Company Limited HAR BHEBA
Ningbo Sanxing Medical H Shares Interest in controlled corporation 15,503,000 () 6.87% (1) 3.43%(l)
Electric Co., lid.6 Hi% R EEER
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Number of Approximate Approximate
shares/ percentage of percentage of
underlying shares  relevant class of total issued
Name of shareholders  Types of shares Capacity held (shares) share capital (%) share capital (%)
FisRe,/HE HRERRAN ERITRAEEN
RRER ik bl &% REHA (RH) BRBD (%) BABAL(%)
AUX Holdings Co., lid.¢ H Shares Interest in controlled corporation 15,503,000 () 6.87% (1) 3.43%(l)
HE% REbEE RS
Mr. ZHENG Jianjiang? H Shares Interest in controlled corporation 15,503,000 () 6.87% (1) 3.43%(l)
BET S ¢ Hi% REtEE RS
Ms. HE Yij/ H Shares Interest in controlled corporation 15,503,000 () 6.87% (1) 3.43%(l)
EFxL Hi% REt AR RS
FEEEREREERE H Shares Other 11,705,490 () 5.18% (1) 2.59% 1)
BRAA Hi% Hith
China International Capital H Shares Interest in controlled corporation 11,705,490 () 5.18% (1) 2.59% 1)
Corporation Limited? HA% REt AR RS
FEIER 2 RRNBR AR
Norges Bank H Shares Beneficial owner 11,546,812 (1) S11%() 2.55%(l)
HE ERBEBA
Citigroup Inc. H Shares Person having a security inferest 1,771,600 (I
HEx in shares
KRR ERER 2
AT
H Shares Approved lending agent 11,806,376 (1P)
HE% BHAEERE
Total 13,577 967 () 6.01%(l) 3.00%(l)
st
(L) - Long position, (S) — Short position, (LP) - Lending Pool )—tF& ~ (S)—&KR ~ (IP)— AT AE H 2 B
The calculation is based on the total number of 452,022,850 shares in SENBEARANFNR2018F6A30BE #1717
issue of the Company as at 30 June 2018, comprising 226,200,000 A% 10 48 8 452,022,850 kM B H » EF 8

Domestic Shares and 225,822,850 H Shares.

226,200,000/ N E R }2225,822,8 50RXHAX
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Notes:

Mr. TANG Xinfa is a director of HEC Pharm, Linzhi HEC Pharmaceutical Investment
Co., lid., and Shenzhen HEC Industrial.

The shareholding information of the shareholders of the Company as at 30 June
2018 are based on the information recorded in the register required fo be kept by
the Company under secfion 352 of the SFO.

As at 30 June 2018, linzhi HEC Pharmaceutical Investment Co., Ltd. owned
60.70% equity interest in HEC Pharm, therefore Linzhi HEC Pharmaceutical
Investment Co., lid. is deemed fo be inferested in the Shares held by HEC Pharm.
Shenzhen HEC Industrial owned 100% equity inferest in Linzhi HEC Pharmaceutical
Investment Co., Lltd., therefore Shenzhen HEC Industrial is deemed to be interested
in the Shares which are inferested by Linzhi HEC Pharmaceutical Invesiment Co.,
lid.. Ruyuan Yao Autonomous County Yuneng Electric Industrial Co., ltd. owned
42.34% equity interest in Shenzhen HEC Industrial and 58% equity interest in
Shaoguan Xinyuneng Industrial Investment Company Limited, which owned 27.01%
equity interest in Shenzhen HEC Industrial, therefore Ruyuan Yao Autonomous County
Yuneng Electric Industrial Co., lid. is deemed to be interested in the Shares which
are interested by Shenzhen HEC Industrial. Ruyuan Yao Autonomous County Xinjing
Technology Development Co., lid. owned 30.66% equity inferest in Shenzhen
HEC Industrial and 42% equily inferest in Shaoguan Xinyuneng Industrial Invesiment
Company Limited, which owned 27.01% equity interest in Shenzhen HEC Industrial,
therefore Ruyuan Yao Autonomous County Xinjing Technology Development Co.,
ld. is deemed to be interested in the Shares which are interested by Shenzhen HEC

Industrial.

As at 30 June 2018, Mr. ZHANG Zhongneng (“Mr. Zhang') owned 99.69%
equily inferest in Ruyuan Yao Autonomous County Yuneng Electric Industrial Co., Lid.,
therefore Mr. Zhang is deemed fo be interested in the Shares which are interested by

Ruyuan Yao Autonomous County Yuneng Eleciric Indusrial Co., Lid..

e

BHMBELEEREERGK MERBGAEXKEBRAA
ERRENES

ARABBRRN201846 A30H BB TDERARRIR
RES RGPS IS21EARFHOELMAAREAE -

M2018F6A30H MERGHEXREARABTELAE
ERFGI60.70%R AR « At - MEZRGRHEERE
ERABRRRAREERGHAHE 2R HEAES -
AREBEMZRGHEZXLERBR AT 100% B A
@ B ARERERIMEZRG A EERERRAF
BEMROTHEEED - AREREAEBEETEESR
[RAREERREA2 3A%MAEm R A BRI B E
REBRAT (HHEERRE27 O\ %R AR ) S8%ARANE
@ A FRERE A EEEETEERARAFARER/R
RYTREAEXERARAREENRO P HEEER -
ARER B BB AR R ERARATEE R HREG K
BEXRRAMAFI0.66%E AR NIRRT B E:

REBRAT (HHEBRRE27 O\ %R AR ) A2%A AN
@ EUHRER BB AR BERERABARE /R
RREBEMBRO T HEARER

M2018F6A30R » sRPaeA ([RELE D A IRER
BEARREETEXAR AR .60 AER - FILKRE
ERERNIRERE A EBEETEXERAREAN
Bein kB fEL -
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4. As at 30 June 2018, Ms. GUO Meilan (“Ms. Gue’) owned 99.51% equity
inferest in Ruyuan Yao Autonomous County Xinjing Technology Development Co.,
ltd., therefore Ms. Guo is deemed to be interested in the Shares which are interested
by Ruyuan Yao Autonomous County Xinjing Technology Development Co., lid.. Ms.
Guo is the spouse of Mr. Zhang and is deemed to be interested in the Shares which
are inferested by Mr. Zhang under the SFO.

5. As ot 30 June 2018, North & South Brother Investment Holdings Limited owned
100% equity interest in North & South Brother Pharmacy Invesiment Company Limited
and is deemed 1o be inferested in the Shares which are interested by North & South
Brother Pharmacy Investment Company Limited. Mr. Mo Kit owned 100% equity
inferest in North & South Brother Investment Holdings Limited and therefore, he is
deemed to be inferested in the Shares which are interested by North & South Brother

Investment Holdings Limited.

6. As af 30 June 2018, Ningbo Sanxing Medical Electric Co., ltd. owned 100%
equily inferest in Sanxing Electric (Hong Kong) Company Limited and is deemed fo
be interested in the Shares which are interested by Sanxing Electric (Hong Kong)
Company Limited. AUX Holdings Co., lid. and Mr. ZHENG Jianjiang owned
37.54% and 19.61% equity interest in Ningbo Sanxing Medical Electric Co., lid.
respectively. Mr. ZHENG Jianjiang owned 70% equity interest in AUX Holdings Co.,
ltd.. Therefore, AUX Holdings Co., Lid. and Mr. ZHENG Jianjiang are deemed to
be interested in Shares which are inferested by Ningbo Sanxing Medical Electric
Co., lid.

7. As at 30 June 2018, Ms. HE Yiju is the spouse of Mr. ZHENG lJianjiang and is
deemed to be inferested in the Shares which are inferested by Mr. ZHENG Jianjiang
under the SFO.

8. As at 30 June 2018, China Infernational Capital Corporation Limited owned 100%
equily inferest in R EEIGREIZAERBRRAF and is deemed fo be inferested
in the Shares which are interested by & B AR EE BB R A A

Save as disclosed above, as at 30 June 2018, the Directors are not
aware of any interests or short positions owned by any persons (other
than the Directors, supervisors or chief executive of the Company) in the
shares or underlying shares of the Company which are required to be
disclosed to the Company pursuant fo Division 2 and 3 of Part XV of the
SFO which are required to be recorded in the register of the Company
required to be kept under section 336 of the SFO.

4. R20184F6H30R - FigMLL([BWaL NERIRER
BERBH R B RAR AR5 %EAER  FItFR
ITHRERNARER B AR AR BERERAREGE
BAOBRMPHEEER - BRETRAREEZERE - RIFF?

FEIEGBIRAR AR A EPTRA ERRD h EA R -

5. ®20184% 6 A 30H * Norh & South Brother Investment
Holdings Limited #E G R L L B X R E R A R 100% 8%
gz - AMBERANREIL N BEXRERRAREEE
wERD R EEER © ERFEEIEANorh & South Brother
Investment Holdings Limited 100%A& A< # %5 - B ER AR
North & South Brother Investment Holdings limited #E & # 2
g AR -

6. M20184F 6 A 30H + Ningbo Sanxing Medical Electric

Co., lid. #E B Sanxing Electric (Hong Kong) Company Limited

100% & A e 2 - & M #% 4R /& 5 Sanxing Electric Hong

Kong) Company Limited#E 5 # 25 B A 17 th #E G 2 ° AUX

Holdings Co., lid. % %8 82T % 4 55 51| # A Ningbo Sanxing

Medical Electric Co., lid. 37.54% K% 19.61% M ANz

B[ ERJT 5% A& # /5 AUX Holdings Co., lid. 70% A& AN &= -

At - AUX Holdings Co., ltd. 2 BB B2 )T % A 93 153 A R

Ningbo Sanxing Medical Electric Co., Lid. %A # & 8% {5
hEE R -

7. R2018F6A30R - (AIBHLX LR T AR @ 1R
BREFRBAEED - RERRBE T EEHE RN
TR

8. 20184 6A30H @ HEERERBRNHERAREET S
REREREERARAT00% AR - A& A
NP REREREEEERARBAESNRNTHES
TS o

BR EXFTHEEE SN - R2018F6A30R - BES
PR BEEMAL(BRES ARFEZEIES
TTABIM AR AR S48 B i 40 7 R A 782 AR
IEE s LB FRPIEXVERE 2 K B30 #R A AL A
BENEAERIORR - AR RIEE S M
B 1G] 33OIRA T HTF AR A B B RO M ) () 4
SR

H>

o

E)\’
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PURCHASE, SALE OR REDEMPTION
OF LISTED SECURITIES OF THE
COMPANY

Neither the Company nor any of ifs subsidiaries purchased, sold or
redeemed any of the Company's listed securities during the six months

ended 30 June 2018.

PLEDGING OF SHARES BY THE
CONTROLLING SHAREHOLDER

The confrolling shareholder of the Company didn't pledge any of its
shares in the Company fo secure the Company's debts or to secure
guarantees or other support of the Company’s obligations during the six
months ended 30 June 2018.

LOAN AGREEMENTS OR FINANCIAL
ASSISTANCE OF THE COMPANY

The Company didn't provide any financial assistance nor guarantee
to its affiliated companies during the six months ended 30 June
2018, which would give rise to a disclosure under Rule 13.16 of the
Lising Rules. The Company didn't enter info any loan agreement with
covenants relating fo specific performance of its controlling shareholder

nor breach the ferms of any loan agreements during the six months

ended 30 June 2018.

SHARE OPTION SCHEME

The Company did not adopt any share option scheme during the six
months ended 30 June 2018.

 HEFBEEAXLQRH LS

wE
e

REZE2018FOA30H IENER - ARRIHHEE
B AREEEE  HERBERAQREA LT

B% -

ERBRRRGEA

BE2018F6HA30B IERMEA - ARFHERAR
SRR ER ISR ESERIEME
B ERREMERAR BRI -

RARNER RN EER

EZE2018F6HA30RIENEA - RATILEFRH
BB A RIRMEMRIE L ARRFE 13 1618E T A
WEE 2 B BB HEIR - BLE2018F6A30H IE
NMEA - ANRREET A BB ERRRAET
FrE B ERBERONER G - EE RIEMER

1B HO 85K

BT E
HE201856 A0 ILAMA « AR FILRRE
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INTERIM DIVIDEND

The board of directors of the Company (the "Board') resolved to
recommend the payment of interim dividends of RMBO.40 [tax inclusive)
per share for the six months ended 30 June 2018 [the “2018 Interim
Dividend’) with an aggregate amount of approximately RMB180.8
million to shareholders of the Company (the “Shareholders’)
whose names are listed on the Company’s register of members as
at 29 October 2018, subject to the approval by the Shareholders
at the 2018 second extraordinary general meefing of the Company
(the "EGM") to be held on 15 October 2018. The 2018 Interim
Dividend will be denominated and declared in RMB. The Company
will pay dividends in respect of domestic shares in RMB and dividends
in respect of H shares in HKD. Once the relevant resolution is passed
af the EGM, the 2018 Interim Dividend is expected to be paid on or
around 15 November 2018.

Pursuant fo the Enterprise Income Tax law of the People’s Republic of
China | (fPZEARAMB S EAEFRIE) ) ond its implementation
rules as well as other relevant provisions, the Company is required
to withhold and pay a 10% enterprise income tax when paying
the proposed 2018 Inferim Dividend fo non-residential enterprise
Shareholders listed on the Company'’s register of members of H shares.
Any H share registered in the name of a non-individual Shareholder,
such as Hong Kong Securities Clearing Company Nominees Limited,
other nominees, frustees, organizations or corporates, will be deemed as
shares held by a nonresidential enterprise Shareholder, and therefore
the enterprise income tax on the receivable dividend in respect of such

shares will be withheld.

RERE

ARREES((ESE DEREZIRNEE2018
FOA30BLEANEATHMRESHARKE040T
(2%5)([2018FHHKRE ) TH2018F10H29
BEINARFRRAMOARFRR(TRER]D)
REBHARKI180.8BET @ HEFRERNRARAF
KR 2018F 10 A 15 BE1TH201 8 5 —IRERRF
BEAE((WERRAS]) L& - FAMEE -
2018 HIR B EAARBFTERER - A2
BINE BB B BAAREIRAR - i HARR R RIH#IA
ABIURT - FERRBRNERERAS LAB
& - 201 8FHHAAR B FEGT R 2018F 11 A15H
HATEIRAS ©

RBSPEARLMBE D ERETE) R E B %
5] AREAERERE - ARRERBIAREH
PR B M H IR fE RO F BRI 123201 85
HR B - AR R 10%BRINRBEEFER - (£
MABBPREE(REA)BRARF - HiESR
A~ FREA - ABEERSFEARREEETH
HE - SBARERIEE REEBRRFBEMNRD » I
F Bt SR YR S TRFN R PISTR
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According to the Individual Income Tax law of China ( {fPZE AR
MBIEAFTEESE) | and ifs implementation provisions, the Notice
Conceming Individual Income Tax on the Dividends, Bonuses that
Foreign Individuals Obitain from Foreign invested Enterprises Issued by
the Ministry of Finance of Hubei Province | (GHiit& 15575 B8
RESNEEATEIN IR E B REUS IR EAL M PSR ELA P15
BREM A ), the Notice of the State Administration of Taxation
on the Issues Concerning Taxation and Administration of Individual
Income Tax After the Repeal of the Document (Guo Shui Fa [1993]
No. 045) (Guo Shui Han [2011] No. 348) (BXRFi#4EBENE
HEE[1993]0455 X fHEE IR B RA A A FTIS BEE R B )
(BIFR [201 1]13485%)) and other laws and regulations, the Company
will withhold and pay the personal income fax at the tax rate of 10%
generally for individual Shareholders of H shares. For the individual
Shareholders of H shares who are citizens of countries or regions that
have enfered info a fax freaty with the PRC with fax rafes higher than
10% but lower than 20%, the Company will withhold the tax at the
agreed rates under such treaties. For the individual Shareholders of H
shares who are citizens of countries or regions without taxation treaties
with the PRC, the Company will withhold the fax at a rate of 20%.

The aforesaid non-residential enterprise Shareholders and foreign
individual Shareholders may enjoy the concessionary tax rafe in
accordance with the relevant provisions of freaties or arrangements
for avoidance of double taxafion entered info between their country
[region) and PRC, and the No. 60 Announcement in 2015 of the State
Administration of Taxation: Administrative Measures for Nonresidents
to Enjoy the Treatments of Tox Treaties | {IEE RN A ZZHUR
WEFBEEIE) ) (the "Measures’) after complefing relevant
procedures. The aforesaid Shareholders shall provide complete
information as required by the Measures to the Company by 30
October 2018. The Company will file tax refum with competent tax
authority of the place where the Company is located on behalf of such
shareholders, who can enjoy relevant concessionary fax rate upon
approval. The Company assumes no responsibility and disclaims all
liobilities whatsoever in relation to the tax sfatus or tax freatment of the
Shareholders of H shares of the Company and for any claims arising
from any delay in or inaccurate defermination of the tax status or tax
treatment of the Shareholders of H shares of the Company or any

disputes over the withholding mechanism or arrangements.

Ri(PEARKMBEAMBERE) XA BHEIE
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CLOSURE OF REGISTER OF MEMBERS

In order to ascertain Shareholders’ entilement to attend and vote af
the EGM and fo the proposed 2018 Interim Dividend, the H share
register of members of the Company will be closed from Saturday, 15
September 2018 to Monday, 15 Oclober 2018 (both days inclusive)
and from Wednesday, 24 October 2018 to Monday, 29 October
2018 [both days inclusive) respectively, during which no transfer of H
shares will be registered. In order to qualify for attending and voting at
the EGM, all unregistered Shareholders of H shares of the Company
shall lodge transfer documents with the Company’s share registrar in
Hong Kong, Computershare Hong Kong Investor Services Limited,
at Shops 1712-1716, 17th Floor, Hopewell Centre, 183 Queen’s
Road East, Wanchai, Hong Kong for registration before 4:30 p.m.
on Friday, 14 September 2018. In order to qualify for receiving
the proposed 2018 Inferim Dividend (subject to the approval by the
Shareholders at the EGM), unregistered Shareholders of H shares of the
Company shall lodge the share transfer documents with the Company's
H share registrar in Hong Kong, Computershare Hong Kong Investor
Services limited at the above mentioned address for registration before

4:30 p.m. on Tuesday, 23 Ocfober 2018.

CHANGE IN INFORMATION OF
DIRECTORS, SUPERVISORS AND
SENIOR MANAGEMENT

Mr. MO Kit has retired as a nonexecufive director of the Company due
to expiry of the term of the first session of the Board, with effect from 8
June 2018. Details of which were set out in the announcements dated
10 April and 8 June 2018 of the Company.

Upon the review and approval by way of ordinary resolutions at the
2017 annual general meeting of the Company, Mr. JJIANG Juncai,
Mr. WANG Danjin, Mr. CHEN Yangui, Mr. ZHU Qiaohong and
Mr. U Shuang were reelected or elected (as the case may be) as the
executive Directors of the second session of the Board. Mr. TANG
Xinfa was re-elected as the nonexecutive Director of the second session
of the Board. Mr. TANG Jianxin, Mr. FU Hailiang and Mr. LEE Chi
Ming were reelected as the independent nonexecutive Directors of the
second session of the Board. Ms. HUANG Fangfang and Mr. LUO
Zhonghua were reelected as the shareholder representative supervisors
of the Company of the second session of the board of supervisors of the
Company, forming the second session of the board of supervisors of
the Company together with Mr. WANG Shengchao, who was elected
as an employee representative supervisor of the Company on 10 April

2018.
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The biographical details of the aforesaid Direcfors and supervisors of FPREFERARREENEREFIGARBE FHR

the Company and the information which was required fo be disclosed BIE13.51 26 BT IHRBNREER  HRAAT
pursuant fo Rule 13.51(2) of the Listing Rules were set out in the AER2018F4A10AMAE °

announcement of the Company dated 10 April 2018.

Saved as above, there has been no change in the information of Br ESCIRBEESN - B TR QR0 7 FFERE
Directors, supervisors and senior management of the Company that is DR - EARARESE EERAREEBENE
required fo be disclosed under Rules 13.51(2) and 13.51(B) of the EmBRE FTEBIE13.51(2) % 13.51(BEF A
Listing Rules since the publication of the 2017 annual report of the HEE o

Company.

On behalf of the Board REESE

YiChang HEC Changliang Pharmaceutical Co., Lid. HEERBARITIEZEROGERAR

TANG Xinfa E# 8

Chairman BER

Hubei, the PRC AR BB 4L

24 Augsut 2018 201848 H24H
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KPMG

Review report to the board of directors
of YiChang HEC Changliang Pharmaceutical Co., Lid.

[A Joint Stock Limited Company Incorporated in the People’s Republic of
China)

INTRODUCTION

We have reviewed the interim financial report set out on pages 36 tfo
76 which comprises the consolidated statement of financial position of
YiChang HEC Changliang Pharmaceutical Co., lid. (the “Company”)
as of 30 June 2018 and the related consolidated statement of profit or
loss and other comprehensive income and consolidated statement of
changes in equity and the condensed consolidated cash flow statement
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 an interim financial report fo
be in compliance with the relevant provisions thereof and International
Accounting Standard 34, Interim financial reporting, issued by the
International Accounting Standards Board. The directors are responsible
for the preparation and presentation of the interim financial report in

accordance with International Accounting Standard 34.

Our responsibility is fo form a conclusion, based on our review, on the
interim financial report and to report our conclusion solely fo you, as @
body, in accordance with our agreed terms of engagement, and for
no other purpose. We do not assume responsibility towards or accept

|iobi|H\/ to any other person for the contents of this report.
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REVIEVW REPORT Z= B #hE

SCOPE OF REVIEW

We conducted our review in accordance with Hong Kong Standard
on Review Engagements 2410, Review of inferim financial information
performed by the independent auditor of the entity, issued by the
Hong Kong Institute of Certified Public Accountants. A review of
the inferim financial report consists of making enquiries, 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 Hong Kong
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.

CONCLUSION

Based on our review, nothing has come fo our attention that causes us
to believe that the interim financial report as at 30 June 2018 is not
prepared, in all material respects, in accordance with International

Accounting Standard 34, Inferim financial reporting.

KPMG

Certified Public Accountants

8th Floor, Prince’s Building
10 Chater Road
Central, Hong Kong

24 August 2018
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CONSOLDATED STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME

AN = ,m AN J‘IQ
ReBm & E MR
for the six months ended 30 June 2018 - unaudited
HE2018F6A30H LE/ A A — REFZ

(Expressed in Renminbi)

(AAR®BZ5)

N/
25

Six months ended 30 June

HZ6H30HIL<EA
2018 2017
20184 20174
(Note)
(P )
Note RMB’000 RMB'000
B 5T AR¥T AREFT
Revenue SR 3 1,482,428 662,253
Cost of sales SHER AR (238,995) (121,642)
Gross profit ER 1,243,433 540,611
Other revenue Hiplg A 9,291 8,669
Distribution costs DA (332,759) (117,961)
Administrative expenses THERRX (174,490) (57,374)
Other net income/(losses) HAaU A (518 )55 1,908 (13,454)
Profit from operations R R 747,383 360,491
Finance costs BhE B AN 5la) (520) (2,258)
Profit before taxation BRBE AT A 5 746,863 358,233
Income tax FTiEF: 6 (136,072) (62,961)
Profit for the period BRI 610,791 295,272
Profit and total comprehensive income EER LT IE B WHIREFR
for the period atiributable to: HEREEE
Equity shareholders of the Company EN/NGIL Zali 8 634,544 301,860
Non-controlling inferesfs IEPEAR RS (23,753) (6,588
Profit and total comprehensive income HERIR 2 HEKFELE
for the period 610,791 295,272
Basic and diluted earnings per share ESREAREHEEF 7 1.40 0.67

Note: The Group has inifially applied IFRS 15 and IFRS @ at 1 January 2018. Under the

transifion methods chosen, comparative information is not resfated. See Note 2.

The nofes on pages 42 to 76 form part of this interim financial report.

Details of dividends payable to equity shareholders of the Company are

set out in Note 16.
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CONSOLDATED STATEMENT OF FINANCIAL POSITION

=IAN e/ SN
AR A ISR
at 30 June 2018 - unaudited
R2018F6A30H — REFEZ
[Expressed in Renminbi)

(AARBEZ5)

At 30 June At 31 December

2018 2017
n2018%F 20174
6H30H 12H31H
(Note)
(Fe3E)
Note RMB’000 RMB'000
P E AR¥T AREEFTT
Non-current assets FRBEE
Fixed assefs EEEE
— Property, plant and equipment —%E - BB R 8 873,646 590,390
— Interests in leasehold land held for own use —IBiEKeHEREER
under operating leases THE Tk 81,794 79,835
955,440 670,225
Intangible assets | EE 9 405,302 374,170
Goodwill RS 10 75,896 75,896
Prepayments B FIE 11 682,960 558,811
Deferred tax assets IBEFIEAE 45,093 28,243
Total non-current assets FRBEERS 2,164,691 1,707,345
Current assets RBEE
Inventories FE 12 110,012 87,067
Trade and other receivables B 5 A bW ERIE 13 941,715 746,961
Time deposits TEHFR - 346,519
Cash and cash equivalents Be kB SEEER 14 1,355,903 887,183
Total current assets REEEMLE 2,407,630 2,068,630
Current liabilities RBAE
Trade and other payables B 5 MHEA R KR 15 802,917 549,542
Contract liabilities ERAaE 7,632 —
Bank loans IRITER 10,000 10,000
Deferred income FRIE U 7 4,379 4,379
Current faxation BERFL T8 115,212 76,826
Total current liabilities BB EAE 940,140 640,747
Net current assets REBEEFRE 1,467,490 1,427 883
Total assets less current liabilities BEERRBERE 3,632,181 3,135,228

INTERIM REPORT 2018 HHAR& | |



CONSOLUDATED STATEMENT OF FINANCIAL POSITION #Rr& B AR 55

at 30 June 2018 - unaudited
MR2018F6H30H — R ZE X

(Expressed in Renminbi)

(AARBZ7)

At 30 June At 31 December

2018 2017
n2018%F 20174
6A30H 12H31H
(Note)
(Fe3E)
Note RMB’000 RMB'000
P E AR¥T AREEFTT
Non-current liabilities ERBEE

Bank loans RITER 10,000 10,000
Deferred income EE Y 5 62,454 64,642
Total non-current liabilities kFBaERE 72,454 74,642
Net assets FBEE 3,559,727 3,060,586

Capital and reserves BEXRKf#E 16
Share capital RN 452,023 452,023
Reserves Ee 2,854,750 2,355,813

Total equity attributable to equity ARARBERRELAER

shareholders of the Company
Non-controlling interests FIERER

3,306,773 2,807,836
252,954 252,750

Total equity R

3,559,727 3,060,586

Note: The Group has inifially applied IFRS 15 and IFRS @ at 1 January 2018. Under the

fransition methods chosen, comparative information is not resiated. See Note 2.

The notes on pages 42 to 76 form part of this inferim financial report.
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CONSQLIDATED STATEMENT OF CHANGES IN EQUITY
l\\/T\ T_”_ o @J %%

for the six months ended 30 June 2018 - unaudited
HZE20185F6A30H LNl A — REERZ

[Expressed in Renminbi)

(AAR®BEZ5)

Atribuiable fo equiy shareholders of e Company

RAmfERRRE
Nor-
Share Copicl ~ Soloy ~ Reloined confioling Totdl
capial fesenve fesene eomings Totdl inferests equity

BE BAER  ieRE  REEN Bt HERER U I
Nole RMBO00  RMBOOO  RMBOOO  RMBOOO  RMBOOO ~ RMBOOO  RMBOOO
Wi ARETR ARETR ARETR ARMTR ARSTR ARMTR ARETR

Balance ot 1 January 2017 R2017E1 A1 AL 450823 1458434 64036 483914 2457807 - 2457807
Changes in equity for the six months  £Z2017£6430R 1t7<f8A

ended 30 June 2017: B2
lsse of ordinary shares RILER 1200 18,144 - - 19,344 - 19,344
Acquisiion of equiy inrests in o sbsidiory B —THBAFRE 10 - - - - - 3494 273494
Profit and fofcl comprehensive ncome for BRERR2EhEES

the period - - - 301860 301860 (6,588 295272
Dividends approved i respect of HEBLEERE

the previous year 16(0) - - - (135607)  (135,607) - [135,607)
Balance at 30 June 2017 and 2017564308 R

1 July 2017 201757518148 452023 1476578 64636 630,167 2643404 266906 2910310
Changes in equity for the six months  §Z2017%€12A31R 18R

ended 31 December 2017: B2y
Profit and folcl comprehensive income BRENR2ENEEE

for he period - - - U541 345,241 (14150 331,085
Dividends approved n respect of he curent yeor $EAERERE 16/o] - - - (180,809)  (180,809) - [180,809)
Appropriation o scfufory reserve ERTETEE - - 67738 (67 738) - - -
Balonce ot 31 December 2017 [Nole) R017E12A31 BEVES (H5) 452023 1476578 132374 746861 2807836 252750 3,000,586
Note: The Group has infially applied IFRS 15 and IFRS 9 af 1 January 2018, Under the Wit AREBE 20185 | A 1B &k A B R s A

fransition methods chosen, comparative information is not restated. See Note 2. 1557 R BB B A 3R ERIE 05  IRIEFMBBE )% - B
REDN LB - B2 -

The notes on pages 42 to 76 form part of this inferim financial report. FA2BEE76E 2 WA AR BB SR E — 36D o
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY 4R & e &) K
for the six months ended 30 June 2018 - unaudited
HZE2018F 6 A30H IE/NE A — REFEZ

(Expressed in Renminbi)

(AARBZ7)

Attributable to equity shareholders of the Company

ALRERRFES
Non-
Share  Capital  Statutory  Retained controlling Total
capital  reserve  reserve  earnings Total interests  equity

Bx  EREG  iERE  REEA g FERER hRi
Noe ~ RMB'000 RMB'O00  RMB’000 RMB'O00  RMB'000  RMB'000  RMB'000
Wi ARMTR ARMTR ARETR ARBTR ARMTR ARMTR ARETR

Balance ot 1 January 2018 R201851R1B M54 452,023 1476578 132374 746,861 2,807,836 252,750 3,060,586
Changes in equity for the six months 52901867308 1t */E5

ended 30 June 2018: ERRY
Equily sefled shore'bosed fransacfions IWESEENRITATS 16[0) - - - - - 2957 23957
Profit and tolol comprehensive income for el

fhe period - - - 634544 634544  (23753) 610,791
Dividends approved i respect of HEBEFERS

the previous year 16[o) - - - (135607) (135,607) - (135,607)
Balance ot 30 June 2018 R201856A30R &L 452,023 1476578 132,374 1,245798 3306773 252,954 3,559,727
The notes on pages 42 to 76 form part of this inferim financial report. FA2BE76E 2 M AR BRB # s — 385 -
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CONDENSED CONSOLDATED CASH FLOW STATEMENT
ARG eREIMER

for the six months ended 30 June 2018 - unaudited
HZE20185F6A30H LNl A — REERZ

[Expressed in Renminbi)

(AARKZ5)
Six months ended 30 June
BZEZ6H30HLKEA
2018 2017
20184 20174
Note RMB’000 RMB'000
B EE ARBTT ARETTT
Operating activities REES
Cash generated from operations PSS 746,417 323,373
The People’s Republic of China (the "PRC") BXHHE AR LR
income fax paid (MBS (114,535) (61,292)
Net cash generated from operating K& FEELNRSFE
activities 631,882 262,081
Investing activities REEH
Inferest received [mAL EIPS) 4,742 5,881
Payment for purchase of property, plant and BEWE - WE REETHE
equipment (332,105) (107,472)
Proceeds received from disposal of properly, — HEME « BE M REFTSFIE
plant and equipment - 108
Prepayment and payment for infangible assets  #EFZ & E A 5 R AT 508 (105,925) (11,711)
Payment for acquisition of equity interests in o Y — & B B8 2 RIS 4
subsidiary P RIR - (137,402)
Addition of time deposits ¥ TE HTF R - (486,210
Decrease of fime deposits A TE BTF R 343,759 246,844
Net cash used in investing activities REEFEHFEANE S EE (89,529) (489,962)
Financing activities MEEE
Proceeds from issuance of shares BT TS K08 - 19,344
Dividends paid o equity shareholders of EfNAREERRRAOBE
the Company (74,635) -
Interest paid B E (523) (2,270)
Net cash (used in)/generated from (AR, REBMEZTEHN
financing activities REFE (75,158) 17,074
Net increase/(decrease) in cashand BERESZEFERFHM
cash equivalents (R4) 467,195 (210,807)
Cash and cash equivalents at MATENERERES
1 January £EHEA 887,183 1,212,072
Effect of foreign exchange rate MNEEZZBHTE
changes 1,525 (13,173)
Cash and cash equivalents at 30 June K6 A30OFMBRERES
ZEEE 14 1,355,903 988,092
Note: The Group has initially applied IFRS 15 and IFRS @ at 1 January 2018. Under the Mzt : AEBEN20184F1 A1 B & X FER BRI MRS 85
fransition methods chosen, comparative information is not restated. See Note 2. 155% R BIBR B s 3 s YE R B 0% « ARIBFMEBE T - B
BEV|LEER o RHTE2 -
The notes on pages 42 to /6 form part of this inferim financial report. FA2EE76B 2 WA A T M RE— 8D -
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NOTES TO THE UNAUDITED INTERIM FINANCIAL INFORMATION

xR

KEEZP PP BEENN T

[Expressed in Renminbi unless otherwise indicated)

(BR=HHEHI - BAARKEIITR)

BASIS OF PREPARATION

This inferim financial report has been prepared in accordance with
the applicable disclosure provisions of the Rules Governing the
Listing of Securities on The Stock Exchange of Hong Kong Limited,
including compliance with International Accounting Standard
["IAS") 34, Inferim Financial Reporting, issued by the International
Accounting Standard Board ["IASB”). It was authorised for issue
on 24 August 2018,

The interim financial report has been prepared in accordance
with the same accounting policies adopted in the 2017 annual
financial statements, except for the accounting policy changes
that are expected fo be reflected in the 2018 annudl financial
statements. Defails of any changes in accounting policies are set
out in Note 2.

The preparation of an interim financial report in conformity with
IAS 34 requires management to make judgements, estimates and
assumptions that affect the application of policies and reported
amounts of assets and liabilities, income and expenses on a year

fo date basis. Actual results may differ from these estimates.

This interim financial report contains condensed consolidated
financial statements and selected explanatory notes. The nofes
include an explanation of events and fransactions that are
significant to an understanding of the changes in financial
position and performance of the Group since the 2017 annual
financial statements. The condensed consolidated inferim
financial statements and notes thereon do not include all of the
information required for a full sef of financial statements prepared

in accordance with Infernational Financial Reporting Standards

[“IFRSs").

The inferim financial report is unaudited, but has been reviewed
by KPMG in accordance with Hong Kong Standard on Review
Engagements 2410, Review of inferim financial information
performed by the independent audlitor of the entity, issued by the
Hong Kong Institute of Certified Public Accountants ("HKICPA").
KPMG's independent review report to the Board of Directors is
included on page 34.
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NOTES TO THE UNAUDITED INTERIM FINANCIAL INFORMATION ZRAS 2842 F0 B B 745 & 64 Bl

[Expressed in Renminbi unless otherwise indicated)

(BRSBEEBI - HAARKTIR)

1 BASIS OF PREPARATION (.9

The financial information relating fo the financial year ended 31
December 2017 that is included in the inferim financial report
as comparative information does not constitute the Company's
statutory annual consolidated financial statements for that financial

year but is derived from those financial statements.

The Company's auditor has reported on those financial statements.
The auditor’s report was unqualified; did not include a reference
fo any matters to which the auditor drew attenfion by way of

emphasis without qualifying its report.

2 CHANGES IN ACCOUNTING
POLICIES
(a) Overview
The IASB has issued a number of new IFRSs and
amendments fo IFRSs that are first effective for the current
accounting period of the Group. Of these, the following
developments are relevant to the Group's financial

statements:

e |FRS 9, Financial instruments

e |FRS 15, Revenue from contracts with customers

e FRIC 22, Foreign currency fransactions and advance

consideration

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

accounting period.

The adoption of IFRS @, IFRS15 and IFRIC 22 does not
have any material impact on the financial position and
the financial result of the Group. Details of the changes in
accounting policies are discussed in Note 2(b) for IFRS 9,
Note 2(c) for IFRS 15 and Note 2(d) for IFRIC 22.
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NOTES TO THE UNAUDITED INTERIM FINANCIAL INFORMATION ARAS 2842 71 BAEA 75 & BT 5

[Expressed in Renminbi unless otherwise indicated)

(Br=HHEE5 -

HAARETIR)

2 CHANGES IN ACCOUNTING
POLICIES c..)

(a)

(b)

Overview (Confd)

Under the fransition methods chosen, the Group recognises
cumulative effect of the initial application of IFRS @ and IFRS
15 as an adjustment fo the opening balance of equity af
1 January 2018. Comparafive information is nof restated.
Further details of these changes are set out in sub-sections (b)

and (c) of this note.

IFRS 9, Financial instruments, including the
amendments to IFRS 9, Prepayment features with
negative compensation

IFRS @ replaces I1AS 39, Financial instruments: recognition
and measurement. It sets out the requirements for recognising
and measuring financial assets, financial liabilifies and some

confracts to buy or sell nondinancial ifems.

The Group has applied IFRS 9 refrospectively to items
that existed at 1 January 2018 in accordance with the
fransition requirements. The Group has recognised the
cumulative effect of initial application as an adjusiment to the
opening equity af 1 January 2018. Therefore, comparative

information continues fo be reported under IAS 39.

There is no impact of transition to IFRS? on retained eamings

and reserves af 1 January 2018.

Further defails of the nature and effect of the changes to
previous accounting policies and the fransition approach are

set out below:
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NOTES TO THE UNAUDITED INTERIM FINANCIAL INFORMATION R A8 28 1% HR HABA 75 & 4B &

[Expressed in Renminbi unless otherwise indicated)

(Br=HHEHI -

BAARETIR)

2 CHANGES IN ACCOUNTING
POLICIES ..

(b) IFRS 9, Financial instruments, including the
amendments to IFRS 9, Prepayment features with
negative compensation (Cont'd)

(i)

Classification of financial assets and
financial liabilities

IFRS 9 categories financial assefs into three principal
classification categories: measured at amortised cost,
at fair value through other comprehensive income
(FVOCI) and at fair value through profit or loss (FVPL).
These supersede IAS 39's categories of heldfomaturity
investments, loans and receivables, availableforsale
financial assets and financial assets measured at FVPL.
The classification of financial assets under IFRS 9 is
based on the business model under which the financial
asset is managed and its contractual cash flow

characteristics.

Nonrequity investments held by the Group are classified

info one of the following measurement categories:

—  amortised cost, if the investment is held for
the collection of contractual cash flows which
represent solely payments of principal and
interest. Interest income from the investment is

calculated using the effective interest method;

- FVOCI - recycling, if the contractual cash flows
of the investment comprise solely payments of
principal and interest and the investment is held
within o business model whose objective is
achieved by both the collection of confractual
cash flows and sale. Changes in fair value are
recognised in other comprehensive income,
except for the recognition in profit or loss of
expected credif losses, interest income (calculated
using the effective inferest method) and foreign
exchange gains and losses. VWhen the investment
is derecognised, the amount accumulated in other
comprehensive income is recycled from equity fo

profit or loss; or
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NOTES TO THE UNAUDITED INTERIM FINANCIAL INFORMATION ARAS 2842 71 BAEA 75 & BT 5

[Expressed in Renminbi unless otherwise indicated)

(Br=HHEE5 -

HAARETIR)

2 CHANGES IN ACCOUNTING
POLICIES c..)

(b) IFRS 9, Financial instruments, including the
amendments to IFRS 9, Prepayment features with
negative compensation (Cont'd)

(i)

Classification of financial assets and

financial liabilities (Cont'd)

- FVPL, if the investment does not meet the criteria
for being measured at amortised cost or FVOCI
[recycling). Changes in the fair value of the
investment (including interest) are recognised in

profit or loss.

An investment in equity securities is classified as FVPL
unless the equity investment is not held for trading
purposes and on initial recognition of the investment the
Group makes an election fo designate the invesiment
af FVOCI [nonrrecycling) such that subsequent changes
in fair value are recognised in other comprehensive
income. Such elecfions are made on an instrument-
by-instrument basis, but may only be made if the
investment meets the definition of equity from the issuer’s
perspective. Where such an election is made, the
amount accumulated in other comprehensive income
remains in the fair value reserve (nonrecycling) until
the investment is disposed of. At the time of disposal,
the amount accumulated in the fair value reserve (non-
recycling] is transferred to refained earnings. It is not
recycled through profit or loss. Dividends from an
investment in equity securifies, irrespective of whether
classified as at FVPL or FVOCI (non-recycling), are

recognised in profit or loss as other income.

Under IFRS 9, derivatives embedded in contracts
where the host is a financial assef in the scope of the
standard are not separated from the host. Instead,
the hybrid instrument as a whole is assessed for

classification.
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NOTES TO THE UNAUDITED INTERIM FINANCIAL INFORMATION ZRAS 2542 FR HA A 745 & b 5

[Expressed in Renminbi unless otherwise indicated)

(BRSBEEBI - HAARKTIR)

2 CHANGES IN ACCOUNTING
POLICIES ..

(b) IFRS 9, Financial instruments, including the
amendments to IFRS 9, Prepayment features with
negative compensation (Cont'd)

(i)

(i)

Classification of financial assets and
financial liabilities (Cont'd)
The measurement categories for the Group's financial

assets and all financial liabilities remain the same under

IAS 39 and IFRS 9.

The carrying amounts for all financial liabilities at 1
January 2018 have not been impacted by the initial
application of IFRS 9.

The Group did not designate or de-designate any
financial asset or financial liability at FVPL at 1 January

2018.

Credit losses

IFRS 9 replaces the “incurred loss” model in IAS 39
with the expected credit losses ("ECL") model. The
ECL model requires an ongoing measurement of credit
risk associated with a financial asset and therefore
recognises ECls earlier than under the “incurred loss”
accounting model in IAS 39.

The Group applies the new ECL model to the financial
assets measured at amortised cost (including cash and
cash equivalents, frade and other receivables and fime

deposits).

Financial assets measured at fair value, including
equity securiies measured at FVPL are nof subject to the

ECL assessment.
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2 CHANGES IN ACCOUNTING
POLICIES c..)

(b) IFRS 9, Financial instruments, including the
amendments to IFRS 9, Prepayment features with
negative compensation (Cont'd)

(ii) Credit losses (Cont'd)

Measurement of ECls

ECLs are a probability-weighted estimate of credit
losses. Credit losses are measured as the present
value of all expected cash shortfalls [i.e. the difference
between the cash flows due to the Group in
accordance with the contract and the cash flows that

the Group expecis to receive).

The expected cash shortfalls are discounted using the
following discount rates where the effect of discounting

is material:

- fixedrate financial assets and trade and other
receivables: effective interest rate defermined at

inifial recognifion or an approximation thereof;

—  variablerate financial assets: current effective

inferest rafe.

The maximum period considered when estimating
ECls is the maximum contractual period over which the

Group is exposed fo credit risk.

In measuring ECLs, the Group takes into account
reasonable and supportable information that is
available without undue cost or effort. This includes
information about past events, current conditions and

forecasts of future economic conditions.
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NOTES TO THE UNAUDITED INTERIM FINANCIAL INFORMATION ZRAS 2542 FR HA A 745 & b 5

[Expressed in Renminbi unless otherwise indicated)

(BRSBEEBI - HAARKTIR)

2 CHANGES IN ACCOUNTING
POLICIES (o

(b) IFRS 9, Financial instruments, including the
amendments to IFRS 9, Prepayment features with
negative compensation (Cont'd)

(ii) Credit losses (Contd)
Measurement of ECLs (Cont'd)
EClLs are measured on either of the following bases:

—  12-month ECLs: these are losses that are
expected fo result from possible default events
within the 12 months after the reporting date;
and

- lifefime ECls: these are losses that are expected
to result from all possible default events over
the expected lives of the items to which the ECL
model applies.

Loss allowances for trade receivables are always
measured at an amount equal fo lifetime ECLs. ECLs on
these financial assefs are estimated using a provision
matrix based on the Group's historical credit loss
experience, adjusted for factors that are specific o
the debtors and an assessment of both the current and
forecast general economic conditions at the reporting
date.

Significant increases in credit risk

In assessing whether the credit risk of a financial
instrument (including a loan commitment] has increased
significantly since initial recognition, the Group
compares the risk of default occurring on the financial
instrument assessed af the reporting date with that
assessed at the date of initial recognition. In making
this reassessment, the Group considers that a default
event occurs when (i) the borrower is unlikely to pay its
credit obligations to the Group in full, without recourse
by the group fo actions such as realising security (if any
is held); or (i) the financial asset is 90 days past due.
The Group considers both quantitative and qualitative
information that is reasonable and supportable,
including historical experience and forward-looking
information that is available without undue cost or
effort.
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NOTES TO THE UNAUDITED INTERIM FINANCIAL INFORMATION ARAS 2842 71 BAEA 75 & BT 5

[Expressed in Renminbi unless otherwise indicated)

(Br=HHEE5 -

HAARETIR)

2 CHANGES IN ACCOUNTING
POLICIES c..)

(b) IFRS 9, Financial instruments, including the
amendments to IFRS 9, Prepayment features with
negative compensation (Cont'd)

(ii) Credit losses (Contd)

Significant increases in credit risk (Cont'd)
In particular, the following information is taken into
account when assessing whether credit risk has

increased significantly since initial recognition:

- failure to make payments of principal or inferest

on their confractually due dafes;

-~ an acluadl or expected significant deferioration in
a financial instrument’s external or infernal credit

rafing (if availablel;

—  an actudl or expected significant deferioration in

the operating results of the debtor; and

- existing or forecast changes in the technological,
market, economic or legal environment that have
a significant adverse effect on the debtor’s ability

fo meet its obligation fo the Group.

Depending on the nature of the financial instruments,
the assessment of a significant increase in credit risk is
performed on either an individual basis or a collective
basis. When the assessment is performed on a
collective basis, the financial insfruments are grouped
based on shared credit risk characteristics, such as

past due sfatus and credit risk rafings.

ECLs are remeasured af each reporting date 1o reflect
changes in the financial instrument’s credit risk since
initial recognition. Any change in the ECL amount is
recognised as an impairment gain or loss in profit or
loss. The Group recognises an impairment gain or
loss for all financial instruments with a corresponding
adjustment fo their carrying amount through a loss

allowance account.
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NOTES TO THE UNAUDITED INTERIM FINANCIAL INFORMATION ZRAS 2542 FR HA A 745 & b 5

[Expressed in Renminbi unless otherwise indicated)

(BRSBEEBI - HAARKTIR)

2 CHANGES IN ACCOUNTING
POLICIES ..

(b) IFRS 9, Financial instruments, including the
amendments to IFRS 9, Prepayment features with
negative compensation (Cont'd)

(i)

Credit losses (Cont'd)

Basis of calculation of interest income on credit

impaired financial assefs

Interest income is calculated based on the gross
carrying amount of the financial asset unless the
financial asset is creditimpaired, in which case interest
income is calculated based on the amortised cost [i.e.
the gross carrying amount less loss allowance) of the

financial asset.

At each reporting date, the Group assesses whether
a financial asset is creditimpaired. A financial asset is
creditimpaired when one or more events that have @
detrimental impact on the estimated future cash flows of

the financial asset have occurred.

Evidence that a financial asset is creditimpaired

includes the following observable events:

significant financial difficulties of the debtor;

a breach of contract, such as a default or

delinquency in interest or principal payments;

— it becoming probable that the borrower will enter

into bankruptey or other financial reorganisation;

- significant changes in the technological, market,
economic or legal environment that have an

adverse effect on the debtor; or

- the disoppearance of an active market for a
security because of financial difficulties of the

issuer.
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2 CHANGES IN ACCOUNTING
POLICIES c..)

(b) IFRS 9, Financial instruments, including the
amendments to IFRS 9, Prepayment features with
negative compensation (Cont'd)

(ii) Credit losses (Cont'd)

Witeoff policy

The gross carrying amount of a financial asset is written
off (either partially or in full] to the extent that there is no
realisfic prospect of recovery. This is generally the case
when the Group defermines that the debtor does nof
have assefs or sources of income that could generate
sufficient cash flows 1o repay the amounts subject to the

writeoff.

Subsequent recoveries of an asset that was previously
written off are recognised as a reversal of impairment
in profit or loss in the period in which the recovery

OCcurs.

The Group has concluded that there would be no
material impact for the inifial application of the new

requirements.
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NOTES TO THE UNAUDITED INTERIM FINANCIAL INFORMATION ZRAS 2542 FR HA A 745 & b 5

[Expressed in Renminbi unless otherwise indicated)

(BRSBEEBI - HAARKTIR)

2 CHANGES IN ACCOUNTING
POLICIES ..

(b) IFRS 9, Financial instruments, including the
amendments to IFRS 9, Prepayment features with
negative compensation (Cont'd)

(iii) Transition
Changes in accounting policies resulting from the
adoption of IFRS 9 have been applied retrospectively,

except as described below:

- Information relating fo comparative periods has
not been restated. Differences in the carrying
amounts of financial assets resulting from the
adoption of IFRS 9 are recognised in refained
eamings and reserves as at 1 January 2018.
Accordingly, the information presented for 2017
continues 1o be reported under IAS 39 and thus

may not be comparable with the current period.

- The following assessments have been made
on the basis of the facts and circumstances that
existed at 1 January 2018 (the date of inifial
application of IFRS @ by the Group):

—  the determination of the business model

within which a financial asset is held.

- If, at the date of initial application, the assessment
of whether there has been a significant increase
in credit risk since initial recognifion would have
involved undue cost or effort, a lifetime ECL has

been recognised for that financial insfrument.
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2 CHANGES IN ACCOUNTING
POLICIES c..)

(c) IFRS 15, Revenue from contracts with customers

IFRS 15 establishes a comprehensive framework for
recognising revenue. IFRS 15 replaces IAS 18, Revenue,
which covered revenue arising from sale of goods and

rendering of services.

The Group hos elected to use the cumulative effect transition
method and has recognised the cumulative effect of initial
application as an adjustment to the opening balance
of equity at 1 January 2018. Therefore, comparative
information has not been restated and continues to be
reported IAS 18. As allowed by IFRS 15, the Group has
applied the new requirements only to confracts that were not

completed before 1 January 2018.

Further details of the nature and effect of the changes on

previous accounting policies are sef out below:

(i) Timing of revenue recognition
Previously, revenue arising from provision of services
was recognised over time, whereas revenue from sale
of goods was generally recognised at a point in fime
when the risks and rewards of ownership of the goods

had passed to the customers.
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[Expressed in Renminbi unless otherwise indicated)

(Br=HHEHI -

BAARETIR)

2 CHANGES IN ACCOUNTING
POLICIES .-
(c) IFRS 15, Revenue from contracts with customers
(Cont'd)

(i)

Timing of revenue recognition (Cont'd)

Under IFRS 15, revenue is recognised when the
customer obtains confrol of the promised good or
service in the contract. This may be at a single point in
fime or over time. IFRS 15 identifies the following three
situations in which control of the promised good or

service is regarded as being transferred over time:

A. When the customer simulianeously receives and
consumes the benefits provided by the entity's

performance, as the entity performs;

B.  When the entity’s performance creates or
enhances an asset (for example work in progress)
that the cusfomer confrols as the asset is created

or enhanced;

C.  When the entity's performance does not creafe
an asset with an alternative use fo the entity and
the entity has an enforceable right fo payment for

performance completed to date.

If the contract ferms and the entity's activifies do not fall
info any of these 3 situations, then under IFRS 15 the
entity recognises revenue for the sale of that good or
service af a single point in fime, being when control
has passed. Transfer of risks and rewards of ownership
is only one of the indicators that is considered in

determining when the transfer of control occurs.

The adoption of IFRS 15 does not have a significant
impact on when the Group recognises revenue from
sales of goods and this change in accounting policy
had no material impact on opening balances as at 1

January 2018.
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NOTES TO THE UNAUDITED INTERIM FINANCIAL INFORMATION ARAS 2842 71 BAEA 75 & BT 5

[Expressed in Renminbi unless otherwise indicated)

(Br=HHEE5 -

HAARETIR)

2 CHANGES IN ACCOUNTING
POLICIES .-
(c) IFRS 15, Revenue from contracts with customers
(Cont'd)

(ii)

(iii)

Significant financing component

IFRS 15 requires an entity fo adjust the transaction price
for the time value of money when a contract contains @
significant financing component, regardless of whether
the payments from customers are received significantly

in advance of revenue recognition or significantly

deferred.

Previously, the Group only applied such a policy
when payments were significantly deferred, which
was not common in the Group's arrangements with
its customers. The Group did not apply such a policy

when payments were received in advance.

It is not common for the Group fo receive payments
significantly in advance of revenue recognition in the
Group's arrangements with its customers. This change
in accounting policy had no material impact on

opening balances as af 1 January 2018.

Presentation of contract assets and
liabilities

Under IFRS 15, a receivable is recognised only if the
Group has an uncondifional right to consideration.
If the Group recognises the related revenue before
being unconditionally entitled to the consideration
for the promised goods and services in the contract,
then the enfiflement to consideration is classified as
a confract asset. Similarly, a confract liability, rather
than a payable, is recognised when a customer pays
consideration, or is confractually required to pay
consideration and the amount is already due, before
the Group recognises the related revenue. For a single
contfract with the cusfomer, either a net confract asset
or a net confract liability is presented. For multiple
contracts, contract assets and contract liabilities of

unrelated confracts are not presented on a net basis.
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NOTES TO THE UNAUDITED INTERIM FINANCIAL INFORMATION ZRAS 2542 FR HA A 745 & b 5

[Expressed in Renminbi unless otherwise indicated)

(BRSBEEBI - HAARKTIR)

2 CHANGES IN ACCOUNTING
POLICIES ..

(c) IFRS 15, Revenue from contracts with customers

(Cont'd)

(iii) Presentation of contract assets and
liabilities (Cont'd)
To reflect this change in presentation, confract
liabilities, including receipts in advance from customers
with amount of RMB7,632,000 are now separately
presented under frade and other payables at 30 June
2018, as a result of the adoption of IFRS 15.

(d) IFRIC 22, Foreign currency transactions and
advance consideration
This inferprefation provides guidance on determining “the
date of the transaction” for the purpose of determining the
exchange rafe to use on initial recognition of the related assef,
expense or income (or part of if] arising from a transaction in
which an entity receives or pays advance consideration in a

foreign currency.

The Interpretation clarifies that “the date of the transaction”
is the date on initial recognition of the non-monetary asset
or liability arising from the payment or receipt of advance
consideration. If there are multiple payments or receipts
in advance of recognising the related item, the date of
the transaction for each payment or receipt should be
defermined in this way. The adoption of IFRIC 22 does not
have any material impact on the financial position and the

financial result of the Group.

3 REVENUE AND SEGMENT
REPORTING

Management has defermined operating segments with reference
fo the reports reviewed by the chief operating decision maker of
the Group that are used fo assess the performance and allocate

resources.

2 SEBEREE )

(c)

(d)

BB IS SREERE155  BF
SR A )
(iii) GAEEREENE5(E)

RRREFN UL RZE) - AREK
MBER B REENEISHE - &
RAEE(ERAEREFPFREARY
7,632,0007T) 7201846 A 30
HONE S R EMENKIAR T EE

E2 1K

BRI HREREEETRES
2255 - INER G RANRIE

wBREE x5 AM RRH]ES - §
EEERTIFEREE BRI R
SNETENREXZIMELENEBEE
PSR (RE A& ) P R EEE R o

ZnBEE I RZ Y I RVTHEARAX
MR REBFENREMELNIEERIEE
EXBEZA - WEREHEBEBMFE
ZENFIU - BERERZIAETE
BEMNRIURNRZ B E - PR
B REREREERERE22WHAS
BB R MR E T EEEENE

S/ 480
N7

3 EXFERIHBRE

EREN2RAKEREEERKEMEH
AAHERERA LD E RN REAEE

T A N\ 37
e -
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(RS HHEBI - HAARKTITR)

3 REVENUE AND SEGMENT 3 ¥XBERkIHBHRE=

REPORTING o4

The chief operating decision maker of the Group assesses the
performance and allocates the resources of the Group as a whole,
as all of the Group’s activities are considered to be primarily
dependent on the performance of sales of pharmaceutical
products. Therefore, the Group's management considers that there
is only one operating segment under the requirements of IFRS 8,
Operating Segments. In this regard, no segment information is
presented for the period.

Disaggregation of revenue
Disaggregation of revenue from confracts with customers by major
products is as follows:

HRAREEEMRIASH WG ST BRELL
mIHENRE - BRAKENRSEERRE
AHEAEERBRALSEEER - At -
RIFERF B REERESRL LN AR
EASEERERREFE —EALED
#B o BLUtimE - WEEZ5AHREE D EHER -

Six months ended 30 June

BZ6H30HIL<EA
2018 2017
20184 20174
(Note)
(PF5E)
RMB’000 RMB’'000

AR®TT AR®TTT

Revenue from contracts with customers FEREBIRI KR ELERE155

within the scope of IFRS 15 BEANREBEFEHZEA
Sales of antirviral drugs HETIRSEEY) 1,357,171 559,300
Sales of cardiovascular drugs SHELNE 551 54,607 50,543
Sales of endocrine and metabolic drugs SHE D W R EEY) 41,549 10,044
Others Hib 29,101 33,366
1,482,428 662,253

Note: The Group has initially applied IFRS 15 using the cumulative effect method.
Under this method, the comparative information is nof restated and was

prepared in accordance with IAS 18 and IAS 11 (see Note 2(c]).

Analysis of the Group's revenue and results by geographical
market has not been presented as over 99% (the six months ended
30 June 2017: 99%) of the revenue are generated from the
mainland China market.

Analysis of the Group's revenue and results by the timing of
revenue recognition has not been presented as all of the revenue
are recognised at the point in fime.

st - AEEC VS EARA T E AR BRI REE
BIZE155% « IRIFUILE - BAEI L REAHLRIEE
BrEstERE 85 BB G ERE ) 1 I TR
(RHE2(c)) ©

H R Ro9% (20176 A30H LR A -
Q9% ) By & HEFE K B P BT IS - Eitk R
I RBREMSHAREEXBEREEND
A o

MRAZEBHE —ERFEAHER - Bt
HMAZIIREXBEIBGEY A RE L X
R BB DA -
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4 SEASONALITY OF OPERATIONS

The Group's key product, Kewei, is a type of antiviral drugs for
the freatment and prevention of influenza. The Group experiences
a higher sales in first and fourth quarter of a year due fo the fact
that outbreaks of influenza tend to be a seasonal nature and is

more prevalent in the spring and winter.

For the twelve months ended 30 June 2018, the Group reported
revenue of RMB2,421,742,000 (twelve months ended
30 June 2017: RMB1,048,128,000), and gross profit of
RMB2,023,973,000 (twelve months ended 30 June 2017:
RMB848,569,000).

5 PROFIT BEFORE TAXATION

Profit before taxation is arrived at after charging:

(a) Finance costs

4 EENZEHMN

AEBMEHEMABE —BARERENRZ
MRS EY - BN RRERBRNZHIE -
BERLFHELRLE  BAKBEEFSH
—REOFEHERAMFTES -

BHE2018FO60A30RIET A - X&
Em AR ARE2421,742,000 7T (&
Z2017F6R30BIEE+T @A : AR
1,048,128000 L) * REMABARK
2,023,973,0007T (B £ 20176 A 3008 1b
+ZER : AR¥848,569,0007T) °

BRI A

M RDE R IIRIA T BB S ¢
(o) BEE KA

Six months ended 30 June

BZ6A30H L~<fEA
2018 2017
20184 201745
RMB’000 RMB'000

AR®TR ARETT

Inferest expenses MBFX

520 2,258

(b) Staff costs

(b) ETRA

Six months ended 30 June

BZE6A30H L~<EA
2018 2017
20185 20174
RMB’000 RMB'000

AR®TR AREETTT

Salaries, wages, bonuses and benefits e TE& - TEANER 111,523 42,809
Contribution to refirement schemes IRRET B 13,901 3,220
125,424 46,029
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HAARETIR)

S PROFIT BEFORE TAXATION (..

(c) Ofther items

5 BREANER 2
(c) EAb1EH

Six months ended 30 June

HZ6HA30H 1L~ EA
2018 2017
20184 20174
(Note (iii))
(BfS&E(ii)
RMB’000 RMB'000
ARBT T AREEFTT
Amortisation B 13,495 4,496
Depreciation e 17,870 15,509
Less: amount capitalised as development costs &, © BEAMEFE S He 58 (4,076) (3,176)
13,794 12,333
Auditor's remuneration Z BT E 600 600
Impairment reversed for doubtful debts RIZEREEEDRE (1,848) (2,025)
Operating lease charges KETREER 171 108
Research and development cost (other than B AN (A EE i
amortisation costs of intangible assets) (i) X ABR A (i) 107,528 24,040
Cost of inventories (i) (Note 12) TFERA(I)(BIEE12) 101,906 66,576

Notes:

(i

(il

(i)

During the six months ended 30 June 2018, research and
development costs include RMB18,986,000 (six months ended 30
June 2017: RMB12,502,000] relating to staff cosfs, depreciation,
amortisation and operating lease charges, which amount is also
included in the respective fotal amounts disclosed separately above or

in the Note 5(b) for each of these types of expenses.

During the six months ended 30 June 2018, cost of inventories
include RMB27,812,000 (six months ended 30 June 2017:
RMB 15,243,000 relating fo sfaff costs, depreciation and operating
lease charges, which amount is also included in the respective fofal
amounts disclosed separately above or in the Note 5(b) for each of

these types of expenses.

The Group has initially applied IFRS 15 and IFRS 9 at 1 January
2018. Under the fransition methods chosen, comparative information is

not restated. See Nofe 2.

B

(i)

(ii)

(iif)

REZE2018F6A30R LLREA - FEK
ABEEBTIRA HE  BEMEER
EEAMBENTEARK18986,0007T
(BE2017F6A30BLERMEA : AR®
12,502,0007T) » s KA INET A LSO AE
Sb)pt BB KBNS B BREA -

REZE2018F6A30HIEAER - FEKA
BEABTRA - HEMEEHEEMARH
B AR#27,812,0007T (B ZE 201766
AS0HIEAMEA : AR¥15,243,0007T) -
JAE2REINET A LR FES (b & RIS AR B
BYHRENEBRLER -

AEBEDR2018F1 A1 HEXERBEKRE
B ERE SRR BB R 8B
% « ARIEFTIEBE S K - BABFILLEA
$ o BHED -
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6 INCOME TAX 6 FiEH
Six months ended 30 June
BE6H30HLKEA
2018 2017
20184 20174
RMB’000 RMB'000
ARBFT ARETT
Current tax IR GE R
Provision for PRC corporate income tax REAE B P TRE
for the period 151,882 66,984
Under-provision for PRC corporate income fax in BTFERBEEMEH
respect of prior years et 1,040 402
152,922 67,386
Deferred tax IEFEBIE
Origination and reversal of temporary differences B R 2= 5B R EE 4 I ¢ [T] (16,850) [4,425)
136,072 62,961

[l The PRC corporate income fax rate is 25%. i) HECEMEHRER25%-

[il  The PRC Corporate Income Tax law allows enterprises to i) FECEMEBEATEERBRES
apply for the certificate of “"High and New Technology [SF M3 I(THNTED) - BB AT
Enterprise” ("HNTE") which entfifles the qualified companies BRAZENZREBELEMSHEIS%EMA
fo a preferential income tax rate of 15%. The Company was REEEMSH - RIBHW T BFE RH#%E
recognised as "HNTE" to enjoy a preferential corporate HE X RAFIERTE RITHNTE] -
income fax rate of 15% from 2017 to 2019 pursuant to M2017FE2019F Al IZEBMEH X
documents issues by local government authorities. Therefore, 15%B MR B EPRSH - Bk - AR
the Company was entiled to a preferential income tax rate AIBERENEE2018F k20176 H30
of 15% for the six months ended 30 June 2018 and 2017. BN E AREBEMESHES%8 M+

B RATEH -
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HAARETIR)

7 EARNINGS PER SHARE

(a)

(b)

Basic earnings per share

7 BRER

(a)

The calculation of basic earnings per share is based on the

profit affributable to equity shareholders of the Company
of RMB634,544,000 (six months ended 30 June 2017:
RMB301,860,000) and the weighted average number of
452,022,850 ordinary shares [six months ended 30 June
2017: 451,784,176 shares) in issue during the interim

period.

BREXBR
FEREXBFITIREAR R RIS BRR
F& 15 4 M A R % 634,544,000 7T (&
E201766A30BIEAEA : AR
301,860,0007F) * bA B2 HA AR £ 2
17 & 18 A &Y H0 4 F £3 $0452,022,850
BR(BZE2017F6A30R EANEA :
451,784,1768%) REREHH -

Six months ended 30 June

BZ6A30H L~<fEA

2018 2017

20185 20174

shares shares

IRE e

Shares issued as af 1 January R1TAT R B BTG 452,022,850 450,822,850

Effect of shares issued BEEITRINNTE - 961,326

Weighted average number of ordinary shares & 38 A% IN4E 152X 452,022,850 451,784,176
Diluted earnings per share (b) SREFER

There were no dilutive potential ordinary shares during the
six months ended 30 June 2018 and 2017, and therefore,
dilutive earnings per share is the same as the basic earnings

per share.

BREE2018F 20176 HA30H Ik
NEA Y E A AR - SR
EERNEERERZFER -

Iml YICHANG HEC CHANGJIANG PHARMACEUTICAL CO., LTD. EERBARITIEXRHERA A



NOTES TO THE UNAUDITED INTERIM FINANCIAL INFORMATION ZRAE

[Expressed in Renminbi unless otherwise indicated)

(BRSBEEBI - HAARKTIR)

8 PROPERTY, PLANT AND

Bz AW B E R T

EQUIPMENT
Inferests in
leasehold
land held
for own
Office use under
Plant and equipment Motor  Construction operating
Buildings  Machinery ~and others  vehicles inprogress  Sub-total leases Total
R
feHg
BOERE BEERZ
BERET e Rt RE HEIR Nt BELbER @t
RMB’'000  RMB'000  RMB'000  RMB'000  RMB’000  RMB'000  RMB'000  RMB’000
ARETR  AR¥TR AR%Tn ARBTR ARMTR ARETRT ARETR ARETR
Cost: A
A1 January 2017 w2017€1R18 275975 202,831 74756 041 3,642 557 845 96,709 654,554
Additions NE 67,526 9677 11,522 649 117,674 207,048 - 207,048
Transfer from constucion i~ BEE T
piogress 174 400 5091 3,628 - 9,128) - - -
Disposals RE - (1,020 (2,726) (511) - 4,257) — [4,257)
At 31 December 2017 ®2017%12A318 343910 216,579 87180 779 112,188 760,636 96,709 857,345
Addiions RE 65,478 13057 11674 - 200,946 300,155 2930 303,085
Transfer from constucion -~ BEE T2
progess &h - 6518 893 - (7410 - - -
At 30 June 2018 20186 A30R 409,388 236,154 99747 779 314723 1,060,791 09639 1,160,430
Accumulated ZitHE:
depreciation:
At 1 January 2017 W017E1 /18 (49 276) (60,935) 33,389) (334) - (143,930) (14,942) (158,872
Charge for the year ERMR (8,646 (12,380) (8,763) [72) - 29,861) [1,932) (31,793)
Wiitenback on disposcls — HAE B3 - 918 2286 34 - 3,545 - 3,545
At 31 December 2017 #2017%12A31A (57,922) (72,397) (39,862 [65) - (170,246 (16,874) [187.120]
Charge for the period il 5,310) (6,695 4,857) 137) - (16,899) 971) (17,870)
At 30 June 2018 #2018%6A30R 63,232) (79.092) (44719 (102) - (187,145) (17,845) [204,990|
Carrying amount: R :
At 30 June 2018 R2018%6A308 346,156 157,062 55,028 677 314,723 873,646 81794 055,440
At 31 December 2017 #2017%12A318 285,988 144,182 47318 714 112,188 590,390 79,835 670,225
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8 PROPERTY, PLANT AND 8 Y% - MERR®E=

EQUIPMENT ..q
As at 30 June 2018, the Group was applying for certificates R2018F6H30R  AEEEFMKEERA
of ownership for certain properties, with carrying value of R #7149 432,0007C(72017F128318
RMB149,432,000 (31 December 2017: RMB84,512,000). ARBES4,512,00070) B FTYMEBRFE
The directors of the Company are of the opinion that the use of BEBE - AAFESRANER MAKIEE
and the conduct of operafing activities at the properties referred Y A REY T EF R i3
fo above are not affected by the fact that the Group has not yet R EEETH) o
obtained the relevant property fifle certificates.
9 INTANGIBLE ASSETS 9 B|MIELEE
Capitalised
development
costs Patents Total
EREERTH = st
RMB’000 RMB’000 RMB’000
AR%T T AR%T T AR¥T T
(Note 10)
(MF3E10)
Cost: R
At 1 January 2017 R2017F1A1H - - -
Capitalised development costs of insulin (i) & (b Bk 5 2= F 3 (i) 57,157 - 57,157
Addition through acquisition of a R A R R
subsidiary (Nofe 10) (FIzE10) - 335,000 335,000
At 31 Decerber 2017 #2017412A318 57,157 335,000 392,157
Addition through infernal development % i@ PR B A 88 3738 44,627 - 44,627
Ar 30 June 2018 H2018F6A30H 101,784 335,000 436,784
Accumulated amortisation: Rty
At 1 January 2017 R2017F1A1H - - -
Charge for the year FERNE - (17,987) (17,987)
At 31 December 2017 M2017%F12H31H - (17,987) (17,987)
Charge for the period BRI HIRR - (13,495) (13,495)
At 30 June 2018 R2018F6A30H - (31,482) (31,482)
Net book value: BRIENFE :
At 30 June 2018 R2018F6H30H 101,784 303,518 405,302
At 31 December 2017 MR2017%F12H31H 57,157 317,013 374,170
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9 INTANGIBLE ASSETS ../ 9 BEEE»

(i) The Group has obtained the necessary approvals and permits for clinical
trials for a series of insulin research and development projects by the previous
period. The directors of the Company are of the opinion that the development
expenditure of the related projects meet the criteria of capitalisation affer
obtained the approval of clinical frial and capitalised the expenditure
as development costs under infangible assefs. As at 30 June 2018, the
intangible assets under development were not yet ready for use.

10 GOODWILL

) AEEREHNHHEER - RIREZFMEIRE NG
RFEREUS RIS RET AT - RS ER R A5 A9HE
XREREMRELEETORBERAER - KA
REEMR  FHRENHAEERTAENME
- R20184F6A30R © FBEMEEE W TAE
=8

10 &

RMB'000
ARETT
Cost and carrying amount XA K BRI B
At 1 January 2017 2017F1H1H -
Addition through acquisition of a subsidiary BRI A R T /5,896
At 31 December 2017, 1 January 2018 R2017F12A31H ~ 201818 1H
and 30 June 2018 &2018%F6HA30H 75,896

Pursuant to the agreement signed on 30 Ocfober 2016 among
the Company, TaiGen Biopharmaceuticals Co. (Beijing), lid.
("TaiGen") and TaiGen Biopharmaceuticals Holdings Lid., which is
the controlling shareholder of TaiGen, the Company and TaiGen
set up Dongguan HEC TaiGen Biopharmaceuticals Co., lid. (5
SRGHASBEEPFEFRET AR, "HEC TaiGen") in the
PRC on 10 January 2017. HEC TaiGen engages in the research,
development, production and sales of new anfiHepatitis C drugs.
The registered capital of HEC TaiGen was RMB683,400,000,
of which the Company confributes RMB348,400,000 by way
of cash and TaiGen confributes RMB335,000,000 by way
of injection of the patents related to Furaprevir [see Note 9), a
profease inhibitor for Hepatitis C. Upon set up of HEC TaiGen,
the Company and TaiGen held 51% and 49% of the equity
inferests of HEC TaiGen, respectively.

On 27 March 2017, the Company entered info an equity
fransfer agreement with TaiGen and acquired 9% equity inferests
in the HEC TaiGen held by TaiGen. The consideration of the
equity fransfer was USD20 million [equivalent to approximately
RMB137,402,000). Upon completion of the equity fransfer, the
Company and TaiGen held 60% and 40% of the equity inferests
of HEC TaiGen, respectively. Management considered the
above fransactions, as a whole, constituted an acquisition of ©0%
equity inferests of HEC TaiGen. The differences between the fotal
consideration of 60% equity interests of HEC TaiGen and nef asset
value of HEC TaiGen atiributed to the Company were recognised
as goodwill, which was amounting to RMB75,896,000.

REBARE - ARBEMFALR)BRA
(TRE D RAFHE Hxﬂxﬁﬁﬁﬂﬁﬁﬂ?ﬁ
AR BR AR 2016F 10 A30HEEHK
W& - RAREARN2017F1 A10BES
BN RERGAASBEREFRETD
A(TREBERAR]) - REBXARESNAR
EEMIE  EEREE - REXASHE
MERBARE683,400,0007T - HH AR
AR & HE AR 348,400,0007T - K&
POE AR EABIGIE AR ZZNT R
& AR #335,000,0007T (R HIFED) © RFF
RARRRIUIR - ARREAZDHFERE
HRZRS1% R AQUPHE

R201743 278 » ARRJEKRAT
g WRBASABREEAROUR
o REEENEER208BXT(HWHEER
AR¥E137,402,0007T) © i@ soiki% -
RRBRARDRIFEREIATO0%K40%
Pt - BEEERR - LR HEER ERAK
BREICARO0UIHE - R AROO% R
MENESERARFRERGIEARNE
EFECHNERERRHE  TBRA/AR
#75,896,0007T °
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'|0 GOODWILL (Contd)

Pursuant fo the equily fransfer agreement, subject fo the positive
result of Phase Il clinical frial of new antiHepatitis C drugs and
certain conditions, the Company will additionally pay USD20
million in aggregate o TaiGen by four instalments and offer a right
fo TaiGen fo purchase up to 9% equity inferests in HEC TaiGen
from the Company at the price equal to that set out in above
equity fransfer agreement of 2017. These additional payments
and granted purchase right to TaiGen will be recognised as the
service rendered by the clinical frial research and development
team of TaiGen. As at 30 June 2018, the agreed conditions have
not been met but the directors of Company esfimate that they wil
highly probably be met in early 2019. Accordingly, the Group
recognised RMB58,781,000 as research and development
expenses during the period ended 30 June 2018, in which the
Group recognised RMB34,824,000 and RMB23,957,000
as liobilities and share-based payment (Note 16(b]) to TaiGen
respectively in connection with the research service provided by

TaiGen.

PREPAYMENTS

10 & »)

RIBIEE R T - BURD LA I 221 2R
R EmAARNME TRERE - ARA]
D HEIR K RERIN S HKE20BEXT
WRAKZETARSFR L2017 F s
EpAETBERAARRABERG LRSS
HBBO%R RN - MARIFHMZER
SIMY R B 35 ) B B AR RIS 10 K =R MY R R A
SR Mt 2 B RR AR ISR HERR - 20186 A
308 - HEMGIFHEARZEK - BEARRERMA
At WEF IR RA AT BEN 201 OF F A=K o
Eit - AEEREZE2018F6H30H IEHAR
HRARKES8,781,000TERIAERY - &
o REBE D RIFLA R IRH A IT AR TS RERR
BEAR34,824,0007T K AIA R EHHI AR
T AR#23,957,0007T (FFEE16(b)

11 BHAFE

At 30 June At 31 December

2018 2017

H2018% R20174F

6A30H 12A31H

RMB’000 RMB'000

AR¥T AREFT

Prepayments for infangible assefs (i) B ETBNFRIE) 460,000 400,000
Prepayments for fixed assets EEBERNFRIE 222,960 158,811
682,960 558,811

Note:

(i) On 22 July 2015, the Group entered info an agreement with Sunshine Lake
Pharma Co., ltd. (FEER B EEEE AR A F], “Sunshine Lake Pharma”) which
is a related party of the Group. Pursuant fo the agreement, the Group acquired
the right fo use all the relevant knowhow and patents relating to yimitasvir
phosphate and follow-up direct antiviral agent compounds (the “Compounds”)
and, upon obtaining the necessary government approvals, the right to
manufacture and sell worldwide. A consideration was RMB700,000,000,
which comprised a down payment of RMB250,000,000 and eight
milestone payments tofaling RMB450,000,000 payable upon each stage
of development or approval of yimitasvir phosphate or the Compounds. The
agreement will expire on 31 December 2030 or the date when the first
patent mentioned above expires, whichever is earlier.

Up fo 30 June 2018, the Group had made accumulated payments of
RMB460,000,000 to Sunshine Lake Pharma. As at 30 June 2018, phase
Il clinical trial of yimitasvir phosphate was accomplished, and Sunshine Lake
Pharma is in progress of the phase Il clinical frial. Sunshine lake Pharma
is fargeting to obtain the necessary approvals and permits for yimitasvir
phosphate on or before 2019 and begin commercial intfroduction of relevant
products in 2020. The necessary approvals and permits for the Compounds
are expected to be obtained in 2020 and onwards.

BIRE -

[} R2015%7H22R » AEECEERRGLEEE
RARN([ERRBEIEEE])  RAKE BT
RIS o BIBZ W& - AEEE RS ERE B
BCORt B RRERRTRS LA (BB AOR M
Eleam WA ERERImMEN K ERE - WA
EUSHBEBASBPIMt R - EEEE IR EEME
BT - BRRESARE700,000,0007T @ &
FEEERNRARK 250,000,000t MN\ELLTE DA
R #450,000,00070 8y 73 BRI BE BR A K 1th 2 R BEBR
FARBELEDERBERBUBEONK - ik
14002030512 431 HEE Filt 55 —JAEF 2 E A /Y
ENEREDE -

HE2018F6A30HIE » KEEE MBERRG 5
¥ 25 ARBA460,000,0007T © 2018664
30R - BEBRECRMB R B SeERIRIIEIRASR - BIRIRFS
NEERHR IDETTRARIE SRR - BR2019F K2 Al
EUSBABR OR fMh 2 &) 4 R HE SR 7P AT B 0 0 20204F
PR IERIE AP R R - BIBR KB (LA
WDEPEX R FFATETRE R 20204F AR IETS -
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12 INVENTORIES

12 78

At 30 June At 31 December

2018 2017

n20184F R20174F

6H30H 12H31H

RMB’000 RMB'000

AR¥T AREEF T

Raw materials R 38,458 43,481
Work in progress sk Chtr 29,325 26,148
Finished goods BIRK @ 42,229 18,338
110,012 87,967

The analysis of the amount of inventories recognised as an

EERRAX AT ABENEESEN T

expense and included in profit or loss is as follows: K
Six months ended 30 June
BZ6H30HLAEA
2018 2017
20184 20174
RMB’000 RMB’'000
ARBFT ARETTT
Cost of inventories sold (Nofe 5(c)) BEEFEMA(MIEES() 101,906 66,576

INTERIM REPORT 2018 HEASRE ||
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[Expressed in Renminbi unless otherwise indicated)

(RS HHEBI - HAARKTITR)

13 TRADE AND OTHER RECEIVABLES 13 E5 RHEMEWRFIR

As of the end of the reporting pericd, the aging analysis of trade REREHER - EBRERMERER (B AR
debtors and bills receivable (which are included in trade and other SR b FE U ERIE ) 1R 3 E H HI S G R AR
receivables), based on the invoice date and net of allowance for BRSO -

doubtful debts, is as follows:

At 30 June At 31 December

2018 2017
R20184F 20174
6AH30H 12A31H
RMB’000 RMB'000

AR®TR ARBTT

Within 3 months 3EAMR 754,600 689,540
More than 3 months but within one year HBiE3MEAEIFA 140,813 32,370

Trade and bills receivable, net of allowance for FEW AR M U =R - 0B

doubtful debts RERZE(G 895,413 721,910
Amounts due from related parties JE K s 77 5K IA 576 -
Prepayments TR IR 23,485 11,704
Other receivables Hth FEUTRIA 22,241 13,347

941,715 746,961

Trade receivables are generally due within 3090 days from the FEURBR X — AR B 3 H AR B A HAEET 30EQ0H

date of billing. Bills receivable is due in 3 or 6 months from the WEIER - EINRIR B 3 RS B BT 3310

date of billing. All of the frade and other receivables of the Group BANEE - FERREEZ AEE S RHEHA
are expected to be recovered within one year. FEW BRSO 1 AR E -

14 CASH AND CASH EQUIVALENTS 14 RERREEEER

At 30 June At 31 December

2018 2017

"R2018%F M20174

6H30H 12A31H

RMB’000 RMB'000

AR®TT ARMETTT

Cash at bank and in hand RITBL LTFHEES 1,355,903 887,183

------------------- |m| YICHANG HEC CHANGJIANG PHARMACEUTICAL CO., ITD. EERBXRTIEXRD AR
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[Expressed in Renminbi unless otherwise indicated)

(BRSBEEBI - HAARKTIR)

15 TRADE AND OTHER PAYABLES 15 EZ R HMENRE
As of the end of the reporting pericd, the aging analysis of trade REpEHER - ERERRAMRENEZR(EFAE
creditors and bills payable (which are included in trade and other S REMERRIE)IREZEHHRNRE ST
payables), based on the invoice date, is as follows: T

At 30 June At 31 December

2018 2017
#2018 20174
6H30H 12A31H
RMB’000 RMB'000

AR®TR AREETTT

Within 1 month 1{E A A2 70,081 44,764
1 fo 3 months 12 31E A M EI Hf 9,859 4,948
Over 3 months but within 1 year w3 E AE 1 FAEE 2,693 2,/82
Over 1 year Bl F 3,156 2,874
Tofal frade payables B S ENFRIBHEEE 85,789 55,368
Amounts due fo related parties JE~ R 77 5RIA 63,786 20,549
Receipts in advance (Note| TEUGRIE (F3E) - 13,826
VAT and other taxes payable FEATIEER SR H b A IR 15,531 69,893
Accrued payroll and benefits JEETTE R 44,418 39,214
Dividends payable FERTAR B, 60,972 -
Royalty payables JEN ER R A ERE 285,849 171,591
Accrual selling expense JEEHEEE A 166,534 136,223
Others Hih 80,038 42,878

802,917 549,542
Note: As a result of the adoption of IFRS 15, advances received are included in MR AR RABRETSHREELF 155 - BKFES T

confract liabilities {see Note 2(c)). AGRAEZRMFE2C))

INTERIM REPORT 2018 HHAR& Iml
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(RS HHEBI - HAARKTITR)

16 CAPITAL, RESERVES AND 16 £ -
DIVIDENDS

mERRKRE

(a) Dividends (a) BRE

(i) Dividends payable to equity shareholders (i)
attributable to the interim period

ReEENEERRORE

Six months ended 30 June

BE6A30HLAEA
2018 2017
201845 20174
RMB’000 RMB'000

AR®TR AREETTT

Interim dividend proposed after the end of WEBREBERIRED

the reporting period of RMBO.40 per A HARR B AR E B AR

ordinary share (six months ended ARBEQ.407T

30 June 2017: RMBO.40 per (B ZE2017F6H30R

ordinary share) IE7NEA - BRRE B
ARHEO0.407T)

180,809 180,809

Pursuant to the resolution passed at the directors’
meeting on 24 August 2018, a cash dividend of
RMBO.40 per ordinary share (six months ended 30
June 2017: RMBO.40 per ordinary share| for the
six months ended 30 June 2018 were proposed for

shareholders” approval at the general meeting.

The inferim dividend proposed dafter the end of the
period has not been recognised as liabilities as af 30

June 2018.

RIEN2018F8H4PRE=ZEE
AIBIBRRZES - BE2018%6 A
SORLEARERZREREERER
BRARBEO.40TT(E=E2017F6 A
SBO0RLEAMEA : BREBBARE
0.4070) ARZBR RN R A E L
HEAE -

20186 A30R » WEHRIE
EHIRENTHRE W ARERSA

1’ e

|| YICHANG HEC CHANGJIANG PHARMACEUTICAL CO., LTD. EERBARITIEXRHERA A
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[Expressed in Renminbi unless otherwise indicated)

(BRSBEEBI - HAARKTIR)

16 CAPITAL, RESERVES AND
DIVIDENDS (c..

(a) Dividends (Contd)

16 £ - HERKRE @)

(o) RE &)

(ii) Dividends payable to equity shareholders
attributable to the previous financial year,
approved during the interim period

(i) RPBHEREREVRFERM
EERRNKRE

Six months ended 30 June

BZE6A30HLAEA
2018 2017
2018%F 20174
RMB’000 RMB’'000
AR®TR AR¥ETTT
Final dividends in respect of the previous P T3 B AR LY
financial year, approved during the following 387 B EUF /2 B9 AR HARR &
interim period, of RMBO.30 per ordinary LB A REO 30T
share (six months ended 30 June 2017: (B=2017F6A30H
RMBO.30 per ordinary share) 1ERMER - BlRERK
AER#O0.307T) 135,607 135,607

(b) Equity settled share-based transactions

Pursuant fo the equity transfer agreement as mentioned
in Nofe 10, the Group granted an option to TaiGen to
purchase up to 9% equity inferests in HEC TaiGen for
obtaining the research and development service provided by
TaiGen in the clinical trial of new drugs. These share options
will vest once the result of Phase Il clinical frial of new anti-
Hepatitis C drugs is satisfied, and then be exercisable within
one month. As at 30 June 2018, HEC TaiGen is in progress
of the Phase Il clinical frial. Phase Il clinical frial is expected
fo be accomplished in February 2019.

No options were exercised during the six months ended 30
June 2018 (2017: nil).

(b) UESEENROZNRS

RIBMEE 10 R B E R e - A&
BRASETBETBRBILHRE LK
SIRENER - AR KRR BEER R
AsRrP IR AR B ARTS o HURAT 3T ZEIE]
ER R A SR A REKIR - BB/
ITHERBERAN—EARTTE - K2018
FOA30A » RN AR EEETTIHIER
R - IHER R S ERTEAH S 201942
HFERX °

B ZE2018F6A30B L/~ E A HAM - 8B
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[Expressed in Renminbi unless otherwise indicated)

(RS HHEBI - HAARKTITR)

17 CAPITAL COMMITMENTS 17 EAEIE

Capital commitments outstanding af 30 June 2018 not provided

for in the interim financial report were as follows:

BERRBITE ZAEENT

R201856 300 » AP B E P ARE

At 30 June At 31 December

2018 2017
H20185F R20174
6A30H 12A31H
RMB’000 RMB'000
AR¥T R AREFIT

Contracted for REAES)
— Acquisition of fixed assets —BERETEE 287,491 350,503
— Acquisition of infangible assets -BEEVEE 240,000 300,000
527,491 650,503

18 MATERIAL RELATED PARTY

TRANSACTIONS

During the six months ended 30 June 2018 and 2017, the

directors of the Company are of the view that related parties of

the Group include the following:

Name of related party
BB 8

18 EXBBA RS

e

Relationship with the Group
BEAEBHEE

MEZE2018F %201 746 A30R EREA -
ARBEERRAKENER T BRATE

HEC Pharm Co., lid.
(EERGHEZERMD AR AR ("HEC Pharm”)
BEERBGHEXBRNHERAF([EEREHEE])

Sunshine Lake Pharma

ERIRG e B

Shaoguan HEC Packaging and Printing Co., Lid.
(RRRA SRS Y B ENRI A R A 7)) (“Shaoguan HEC Printing”)
AR BREERIBR AR ([ FRERE LR )

Yichang HEC Power Plant Co., Lid.
([HEERGHANNEBEFRLQF) ("HEC Power Plant’)
HERGAANEEBERAR(IEERGEE])

Yidu Shanchengshuidu Project Construction Co., Lid.
(BB K &L T2 AR AR ("Yidu Construction”)
BEHENBOKEPZETIRER A A ([ EEPEE])

*

The official names of these companies are in Chinese.

|| YICHANG HEC CHANGJIANG PHARMACEUTICAL CO., LTD. EERBARITIEXRHERA A

the immediate confrolling shareholder

BERERABIR
effectively owned by the controlling shareholder

RIEBRERE DR

effectively owned by the controlling shareholder
mEZERBRRERHESR

effectively owned by the controlling shareholder

P A R 2

effectively owned by the ultimate shareholder

MR E w HEH

The English translation of the above companies’ names is for reference only.
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[Expressed in Renminbi unless otherwise indicated)

(BRSBEEBI - HAARKTIR)

18 MATERIAL RELATED PARTY

TRANSACTIONS (o)

(a) Transactions with related parties

(b)

During the six months ended 30 June 2018 and 2017,

the Group entered into the following material related party

transactions:

18 EXBEHHERS «)

(o) EREEHETS 25

REZE2018F K201 7F6A30H 1L/~
A AEEITTATEABES XS

Six months ended 30 June

HZ6AH30HILAEA
2018 2017
20184 20174
RMB’000 RMB'000
ARETT ARETFT
[} Purchase of goods from: () BUTEFIEEER:
HEC Pharm HERG B 7,348 4,198
Shaoguan HEC Prinfing RS ENRI 92,910 4,386
HEC Power Plant HERBGHESE 3,808 1,655
21,066 10,239
i) Sales of goods to: i) MUATEFHEER
Sunshine Lake Pharma BR RS 494 2,595
li)  Other services received from: i) BEXUTEHHEM
PR
Yidu Construction HERRE 140,285 -
HEC Pharm BEERMGEE 1,286 1,197
141,571 1,197

Balances with related parties

(i)

(b) EEBAEETT HUAEER

Amounts due from related parties (i) PEUREAEE S =K1
At 30 June At 31 December
2018 2017
n2018%F 20174
6H30H 12H31H
RMB’000 RMB'000
AR¥TR AREF T
Prepayment for infangible assefs: EREETRN IR
Sunshine Lake Pharma ERRPG e 460,000 400,000
Trade receivables from: JEBUA T B HHE SF0E
Sunshine Lake Pharma BREG s 576 -

INTERIM REPORT 2018 HEASRE ||



NOTES TO THE UNAUDITED INTERIM FINANCIAL INFORMATION ARAS 2842 71 BAEA 75 & BT 5

[Expressed in Renminbi unless otherwise indicated)

(RS HHEBI - HAARKTITR)

18 MATERIAL RELATED PARTY

TRANSACTIONS (o)

(b) Balances with related parties (Contd)
(ii) Amounts due to related parties

(ii) FEfTERRES FOR

18 EREH LIRS @
(b) EEREEETS WVAEER(2)

At 30 June At 31 December

2018 2017
K2018%F R20174%
6A30H 12A31H
RMB’000 RMB'000
AR®T ARBFT
Trade and other payables to: ENIATEITNES
NEADTRIA
Shaoguan HEC Printing RS DRI 8,977 4,499
Yidu Construction EHPEE 54,809 16,050
63,786 20,549
(c) Key management personnel compensation (c) FEEEAERRIN
Key management personnel compensation comprised: TEERABNRINEIE

Six months ended 30 June

HZ6H30HIL<EA
2018 2017
20184 20174
RMB’000 RMB'000
AR¥T R ARBTIT
Salaries, wages, bonuses and benefits e IE - B NRER 797 987
Contfribution to retirement schemes RIRFTEMER 59 60
856 1,047

Il YICHANG HEC CHANGJIANG PHARMACEUTICAL CO., LTD. EERBARITIEXRHERA A
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(BRSBEEBI - HAARKTIR)

19 NON-ADJUSTING EVENTS AFTER
THE REPORTING PERIOD

(i

(i)

(i)

On 24 July 2018, the entire equity inferest of the Company
held by HEC Pharm was fransferred to ifs related party,
Guangdong HEC Technology Holding Co., lid. (EBEHR
e BHERR AR 5 B BR A A), "Guangdong HEC"), which
is a company listed on the Shanghai Stock Exchange (stock
code: 600673)). Upon the completion of transaction,
Guangdong HEC holds 226,200,000 domestic shares
of the Company, representing 50.04% of the tofal issued
share capital of the Company, and become the immediate

confrolling shareholder of the Company.

On 10 July 2018, the Company entered info an acquisition
agreement with Sunshine Lake Pharma, pursuant to which
the Company agreed o acquire, and Sunshine Lake Pharma
agreed fo dispose of the know-how, the ownership of the
domestic approvals for manufacturing and markefing and
the right fo sale of six pharmaceutical products in the PRC at
a consideration of RMB505,200,000, which comprised
a prepayment of RMB252,600,000 and six milestone
payments fotaling RMB252,600,000. Up to date of this

report, the fransaction has not yet completed.

On 14 August 2018, the Company entered info a
subscription agreement with certain entities ultimately
controlled by The Blackstone Group L.P. (“Blackstone Fund
SPVs") pursuant to which, the Blackstone Fund SPVs have
conditionally agreed fo subscribe for, and the Company
has conditionally agreed to issue, the convertible bonds
("H Share Convertible Bonds”] with an aggregate principal
amount of US$400,000,000.

The H Share Convertible Bonds, if issued, will mature on
the seventh anniversary of the issue date and bear interest
af the rate of 3.0% per annum. The initial conversion price
was HK$38 per share, which is subject to adjustment in
certain events. The Convertible Bonds may be converted
into 82,631,578 conversion shares at the initial conversion
price of HK$38 per share [assuming full conversion of the
H Share Convertible Bonds and subject to adjustment in
cerlain events), representing approximately 18.28% of the
existing issued share capital of the Company as af the date
of this report. Up to date of this report, the issue of H Share
Convertible Bonds has not yet completed.

19 RBEHRARERABRZER

(i)

(i)

(ifi)

INTERIM REPORT 2018 HHAR&

M20185F7H24R - EERG &%
BRENAR R 2R EERE T HE
TERRBIHEZERENDBR AT
(TEREREA] —HARLEEBESFRS
P Bz 2R (B 5 - 600673)) -
RPTERE  BRREGAFEARRA
226,200,000l A& Bk - (AR AR E 8
1THRRARE 50.04% B A BN A B B B2
PRRER

M2018F7A108 + RAFHEERR
B BERAT L W - IRUL - ARA]
REWE MERRGAEXRELE
NEEMERIMRE - £ERBAN L
M XA ERAR P EEERE - KE
AARHS505,200,0007T - BIEARK
252,600,000t AN R M ERER/AR
#252,600,0007THY 7~ BARRRAS K -
BEARERY  ZRXHHARTK

M2018F 8 148 + AR A A The
Blackstone Group LP. fx&ZHIMNE TE
B EOESRKKENER DI AB
ek > Bt BAESHKRENER

BEGRERE  MARREHFEEH
BEIT AE & A H£//400,000,000
ETTH P ERES (HIR TSR ES])

HEx AT 8B 25 (R 3 1T) SR ETT AR
TtBEF 2 BEm - WIRFFR3.0%5T
B NnEBRERSERISET &
ETHERATATHAR - AT@ERES
HERISETMIIAERERERS
82,631,578 R # R 7 (R R HAX 7] 8
MEFEXBER  BEETERTH
THE)  EARBRABEERRED
BITIRANA)18.28% - BEARBERH
HE AT SR 55 1R R e BT

173



21IPOSSIBLE

20COMPARATIVE FIGURES

The Group has initially applied IFRS 15 and IFRS @ at 1 January
2018. Under the transition methods chosen, comparative
information is not restated. Further details of the changes in

accounting policies are disclosed in Note 2.

IMPACT OF
AMENDMENTS, NEW STANDARDS
AND INTERPRETATIONS ISSUED
BUT NOT YET EFFECTIVE FOR THE
gggsMONTHS ENDED 30 JUNE

A number of amendments and new standards are effective for
annual periods beginning after 1 January 2018 and earlier
application is permitied. The Group has not early adopted any
new or amended sfandards in preparing this inferim financial
report.

IFRS 16, Leases will be effective for accounting periods beginning
on or after 1 January 2019. The adoption of IFRS 16 does
not have any material impact on the financial position and the

financial result of the Group.

NOTES TO THE UNAUDITED INTERIM FINANCIAL INFORMATION ARAS 2842 71 BAEA 75 & BT 5
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(RS HHEBI - HAARKTITR)

20 Lt AT

21

REER2018F1 A1 BYZ EABEBRTER
HERE 155 R BIR M R E ERIE O
REFMEBHRBEN L TEERLEBRE

¥ BREBEREERE —FFIBNMEE2

1 -

AEZE 201856 A 301L 5

18 3 5 98 5 18 14 o 2 0 18
CHEARRERNEEY

ETHERT MR 20185F 1 A1 B 2 &R 1A
EEMREAN  WHEERTFER - AEE
TA i SL 7 AR HA B 765 o o 5 X0 SR R R IR AR (E )
AT SARIERT R -

BRI IR EERE 16 EE R 20194 1
ATz &AM SR AR - KRB
G HmEERNE 1R EAREENTBAN K
MBREWEBEMEATE -
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YiChang HEC Changliang Pharmaceutical Co., Lid.
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Executive Directors
Mr. JIANG Juncai
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Mr. CHEN Yangui
Mr. ZHU Qicohong
Mr. Ul Shuang

Non-executive Director
Mr. TANG Xinfa (Chairman)

Independent Non-executive Directors
Mr. TANG Jianxin

Mr. FU Hailiong

Mr. LEE Chi Ming

REMUNERATION AND EVALUATION

COMMITTEE
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PRINCIPAL BANKER
China Construction Bank Co., Ltd.
Qingjiang Branch

56 Changjiang Avenue

Yidu, Hubei Province

PRC

AUDITORS
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Certified Public Accountants
8/F, Prince’s Building

10 Chater Road Central
Hong Kong

HONG KONG LEGAL ADVISORS

Freshfields Bruckhaus Deringer
55th Floor, One Island East
Taikoo Place, Quarry Bay
Hong Kong
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H SHARE REGISTRAR HER R 7B FELE
Computershare Hong Kong Investor Services Limited BEBPRBLHELARAA
Shops 1712-1716, 17th Floor BEET

Hopewell Centre, 183 Queen's Road East 25 KER1835%

Wanchai, Hong Kong AP 7817121716554
STOCK CODE Iz 21X 3%

01558 01558

COMPANY’S WEBSITE AN bl
www.hecchangjiang.com www.hec-changjiang.com
LISTING PLACE i

The Stock Exchange of Hong Kong Limited BEBBERXZBRAT

------------------- |m| YICHANG HEC CHANGJIANG PHARMACEUTICAL CO., LTD. EERBARIEERDERLHE
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