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Corporate Information
REEH
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Corporate Information
REEH
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Financial Highlights
BRREE

For the six months ended 30 June

BZ6H30HLLAMEA
2019 2018 Change
20194 20184 =t
RMB’ 000 RMB’ 000 (%)
Results E ARET T ARET T (%)
Revenue WA 941,036 869,023 8.3%
Gross profit EAH 687,142 652,040 5.4%
Gross profit margin B 73.0% 75.0% (2.0%)
Profit before taxation 75 A A 309,922 294,124 5.4%
Profit for the period R AR IR
attributable to equity JE {5 BR A F)
shareholders of the Company 249,470 219,014 13.9%
Earnings per share BIRAF
(expressed in RMB Yuan (ABRAREITIIR)
per share)
Basic BER 0.2929 0.2564 14.2%
Diluted i3 0.2872 0.2496 15.1%
30 June 31 December
2019 2018 Change
20195 20184
6H30H 12H31H 2t
RMB’ 000 RMB’000 (%)
Financial Position B AR R AR®T T AREET T (%)
Total assets BEE 4,196,587 3,897,038 7.7%
Total equity attributable to RATRERIRER
equity shareholders of JEIE 4R EE
the Company 2,230,262 2,157,219 3.4%
Net assets per share BRFEE
(expressed in RMB Yuan (AEBRAREITIIR)
per share) (Note) (B1at) 2.56 2.46 41%
Net debt (interest bearing AR
liabilities less cash at bank (FrEBERRTT
and in hand) to MFEE ) s x Net cash Net cash NA
equity ratio FEE FHe N E A

Note: Net assets per share is calculated based on the total equity

attributable to equity shareholders of the Company divided by

the number of ordinary shares.
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U B BREE T E

Al m R SE AN B a AR RRS

INTERIM REPORT 2019 AEiskeE 5



Management Discussion and Analysis
BEEENRR DN

The following discussion and analysis should be read in
conjunction with the unaudited interim financial report
of the Group. The interim financial report of the Group
has been prepared in accordance with HKAS 34, Interim
Financial Reporting.

BUSINESS AND FINANCIAL REVIEW
Sales Revenue

For the six months ended 30 June 2019, the Group’s revenue
was RMB941,036,000, representing an increase of 8.3% as
compared with RMB869,023,000 for the same period last
year. Categorized by product lines, sales of kidney medicines
recorded an increase of approximately 16.2% as compared
with last year, among which, Uremic Clearance Granules
remained as the Group’s key product, maintained its leading
position in the market of oral modern Chinese medicines for
kidney diseases; sales of medical contrast medium recorded
an increase of 11.7% as compared with last year, still
maintained a leading position in the domestic medical contrast
medium market for magnetic resonance imaging; sales of
orthopedics medicines recorded a decrease of approximately
15.7%; sales of dermatologic medicines recorded a slight
decrease of approximately 1.2%; sales of women and
children medicines recorded an increase of approximately
14.2%; and sales of other medicines recorded an increase
of approximately 2.2%. The overall increase in sales revenue
was mainly due to the Group’s continuous efforts to explore
product markets and develop and fine tune sales network
around the whole country.

Gross Profit and Gross Profit Margin

For the first half of 2019, the Group’s gross profit was
RMB687,142,000, representing an increase of 5.4% as
compared with RMB652,040,000 for the same period of
2018. The increase in gross profit was mainly attributable to
the increase in sales. For the first half of 2019, the Group’s
average gross profit margin was 73.0%, representing a
decrease of 2.0% as compared with the 75.0% for the same
period of 2018, which was mainly due to the increase in cost
resulting from the increase in raw materials prices during the
period.
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Management Discussion and Analysis

Other (Losses)/Income

For the first half of 2019, the Group’s other (losses)/income
was a net loss of RMB875,000 which mainly included
government grants, interest income and exchange losses.
Compared with the net income of RMB5,802,000 for the same
period of 2018, the decrease in other (losses)/income was
mainly due to an exchange loss in connection with a HKD loan
arising from the depreciation of RMB and the decreases in
government grants and interest income during the period.

Distribution Costs

For the first half of 2019, the Group’s distribution costs were
RMB274,276,000, which basically remained at the similar level
with a slight increase of approximately 0.3% as compared with
RMB273,538,000 for the same period of 2018.

Administrative Expenses

For the first half of 2019, the Group’s administrative
expenses were RMB90,550,000, representing an increase of
approximately 19.5% as compared with RMB75,768,000 for the
same period of 2018, which was mainly due to the recognition
of share-based payments at fair value in respect of the share
options granted to managerial staff during the period.

Finance Costs

During the first half of 2019, the Group’s finance costs were
RMB11,519,000, representing a decrease of approximately
20.1% as compared with RMB14,412,000 for the same period
of 2018, which was mainly due to the decrease in the three-
year term loan balance.

Income Tax

For the first half of 2019, the Group's income tax expenses
were RMB49,978,000, representing a decrease of 15.0%
as compared with RMB58,797,000 for the same period of
2018. The effective tax rate (income tax expenses divided
by profit before taxation) decreased by 3.9% from 20.0% for
the first half of 2018 to 16.1% for the first half of 2019. The
decrease was mainly due to the decrease in the provision for
withholding tax as a result of the Group’s entitlement to 5%
dividend withholding tax preferential policy during the period.
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Management Discussion and Analysis
BEEENRR DN

Profit for the Period and Earnings Per Share

For the first half of 2019, profit attributable to equity
shareholders of the Company was RMB249,470,000,
representing an increase of 13.9% as compared with the
RMB219,014,000 for the same period of 2018. Basic and
diluted earnings per share for the first half of 2019 amounted
to RMBO0.2929 and RMBO0.2872 respectively, representing the
increases of 14.2% and 15.1% as compared with RMB0.2564
and RMB0.2496 of the first half of 2018 respectively.

LIQUIDITY AND FINANCIAL RESOURCES
Inventories

As at 30 June 2019, the balance of inventories was
RMB190,101,000, representing a decrease of approximately
9.6% as compared with the balance of RMB210,310,000 as at
31 December 2018. The Group’s inventory turnover days in the
first half of 2019 were 141.9 days, representing a decrease of
21.1 days from approximately 163.0 days in 2018, which was
mainly due to the enhanced control in inventory management
and the decrease in work in progress.

Trade Debtors and Bills Receivable

As at 30 June 2019, the balance of trade debtors and bills
receivable was RMB947,937,000, representing an increase
of approximately 9.7%, as compared with the balance
of RMB863,992,000 as at 31 December 2018. The trade
receivable turnover days in the first half of 2019 were 173.3
days, representing a decrease of approximately 8.2 days from
181.5 days in 2018.

Trade Payable

As at 30 June 2019, the balance of trade payable was
RMB65,502,000, representing a decrease of approximately
29.4% as compared with the balance of RMB92,755,000 as
at 31 December 2018. The trade payable turnover days in the
first half of 2019 were 56.1 days, representing a decrease of
8.0 days from 64.1 days in 2018, which was mainly due to the
acceleration in processing trade payable.
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Management Discussion and Analysis

Cash Flow from Operating Activities

The net cash inflow from operating activities of the Group in
the first half of 2019 was RMB139,848,000, representing a
decrease of 64.4% as compared with the RMB392,786,000
for the same period of 2018, which was mainly attributable to
the Group’s grant of a longer credit period to certain strategic
customers with good credit standing based on the market
situation during the period.

Cash and Bank Balances and Borrowings

As at 30 June 2019, cash and bank balances of the Group
were RMB1,421,718,000, representing an increase of 12.0%
as compared with the balance of RMB1,269,746,000 as at
31 December 2018. As at 30 June 2019, the Group’s bank
borrowings amounted to RMB714,160,000, mainly representing
a three-year term loan related to share repurchase and the
working capital loans for meeting daily operation needs.

On 15 August 2019, with the consent of the lender, the
Company made an early repayment of the balances
(including principal and interest) in the aggregate sum of
HKD365,209,000 under the three-year term loan facility related
to share repurchase.

Treasury Policies

The Group has adopted a prudent financial management
approach towards its treasury policies and thus maintained
a healthy liquidity position throughout the period under
review. The Group strives to reduce exposure to credit risk by
performing ongoing credit assessments and evaluations of the
financial status of its customers. To manage liquidity risk, the
Board closely monitors the Group'’s liquidity position to ensure
that the liquidity structure of the Group's assets, liabilities and
other commitments can meet its funding requirements from
time to time. Cash and cash equivalents of the Group are
mainly denominated in RMB and HKD.

Gearing Ratio

The gearing ratio of the Group, representing the total interest
bearing borrowings divided by total equity attributable to
equity shareholders of the Company, as at 30 June 2019
was approximately 32.0% (31 December 2018: 18.2%). The
increase in gearing ratio was mainly due to the new working
capital loans for meeting daily operation needs were obtained
during the period.
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Management Discussion and Analysis
EEENWR DN

Exchange Risks

The Group’s transactions are mainly denominated in RMB and
HKD. The majority of assets and liabilities are denominated
in RMB and HKD, and there are no significant assets and
liabilities denominated in other currencies. During the period,
the Company recorded exchange losses in respect of HKD
loans as a result of depreciation of RMB against HKD, and
the Group will continue to face similar exchange rate risk in
the future due to the fluctuation of exchange rates. During the
period, the Group did not commit to any financial instruments
to hedge its exposure to foreign currency risk.

Capital Structure

During the six months ended 30 June 2019, the Company
issued a total of 171,000 ordinary shares upon the employee’s
exercise of share options granted under the share option
scheme of the Company adopted on 2 December 2013.

During the six months ended 30 June 2019, the Company
repurchased 9,948,000 shares of its own ordinary shares
through the Stock Exchange at a total consideration
of approximately HKD51,127,000 (approximately
RMB44,601,000). Among the 9,948,000 repurchased shares,
3,212,000 shares were cancelled during the six months ended
30 June 2019 and 1,893,000 shares were cancelled in July
2019, and the remaining 4,843,000 shares will be cancelled in
due course.

Save as disclosed above, neither the Company nor any of its
subsidiaries purchased, sold or redeem any of the Company’s
listed securities during the six months ended 30 June 2019.

Capital Commitments

As at 30 June 2019, the Group had capital commitments of
RMB478,459,000 (31 December 2018: RMB494,328,000).
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Management Discussion and Analysis

Capital Expenditure

During the first half of 2019, the Group had capital expenditure
of RMB121,674,000 (same period of 2018: RMB45,199,000).

Information on Employees

As at 30 June 2019, the Group employed 2,818 employees (31
December 2018: 2,667 employees). For the six months ended
30 June 2019, the total staff costs (including the Directors’
remuneration) were RMB155,345,000 (same period of 2018:
RMB140,581,000). The salaries of the employees were
determined with reference to individual performance, work
experience, qualification and current industry practices.

On top of basic salaries, bonuses may be paid by reference to
the Group’s performance as well as individual's performance.
Other staff benefits include contributions to the Mandatory
Provident Fund scheme in Hong Kong and various retirement
benefits schemes including the provision of pension funds,
medical insurance, unemployment insurance and other
relevant insurance for employees who are employed by
our Group pursuant to the PRC rules and regulations and
the prevailing regulatory requirements of the PRC. The
salaries and benefits of the Group's employees are kept at
a competitive level and the employees are rewarded on a
performance-related basis within the general framework of the
Group's salary and bonus system, which is reviewed annually.
The Group also operates a Share Option Scheme adopted
by the Company on 2 December 2013, and a Share Award
Scheme adopted on 21 July 2014, where options to subscribe
for shares and share awards may be granted to the Directors
and employees of the Group.

The Group made considerable efforts in continuing education
and training programs for its staff, so as to continuously
enhance their knowledge, skills and team spirit. The Group
regularly provided internal and external training courses for
relevant staff according to their needs.
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Management Discussion and Analysis
EEENWR DN

Significant Investments Held

Except for investments in subsidiaries, as at 30 June 2019, the
Group did not hold any significant investment in equity interest
in any other company.

Future Plans for Material Investments and Capital Assets

The Group currently does not have other future plans for
material investments and capital assets.

Pledge of Assets

As at 30 June 2019, the Group did not have any pledged
assets (31 December 2018: nil).

Contingent Liabilities

As at 30 June 2019, the Group did not have any material
contingent liabilities (31 December 2018: nil).

Connected Transaction

During the first half of 2019, the Group did not enter into
any transactions which constitute non-exempt connected
transactions within the meaning of the Listing Rules.

Material Transaction

In May 2019, the Group entered into a principal agreement
and a supplemental agreement (collectively the “Cooperative
Development Agreement”) with Guangxi Huafa Real Estate
Development Co., Ltd. and Yulin City Shunlang Real Estate
Investment Co., Ltd. in relation to the development and
reconstruction project of the old plant site of Guangxi Yulin
Pharmaceutical Group Co., Ltd. (“Yulin Pharmaceutical”)
located at No. 3, Jiangnan Road, Yulin City, Guangxi
Province, the PRC and the intended disposals of the entire
equity interests in Guangxi Yulin Yunxiang Real Estate Co.,
Ltd., which is a subsidiary of Yulin Pharmaceutical serving
as project company in the said project, at an aggregate
investment return after tax of RMB700 million. Further details of
the Cooperative Development Agreement and the transactions
contemplated thereunder are set out in the Company’s
announcements dated 31 May 2019 and 12 July 2019.
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Management Discussion and Analysis

Events after the Reporting Period

As at the date of this interim report, save as disclosed in this
interim report, the Group has no significant events after the
period required to be disclosed.

Outlook

Looking ahead, the Group will continue to uphold the Group’s
advantages in the markets of oral modern Chinese medicines
for kidney diseases and medical contrast medium in the
PRC and leverage on Yulin Pharmaceutical Group’s strong
foundation in the market of traditional Chinese medicines
so as to further expand and develop in various segments in
accordance with the “1+6” product layout.

In addition to adhering to the strategy of making progress
while maintaining stability for its kidney medicines, in respect
of the medical contrast medium market, the Group obtained
the drug registration approval of its lopamidol Injection in July
2019, which will be launched in the market for sale as soon as
possible and is expected to have good market prospects.

After three years of rapid growth, Yulin Pharmaceutical
has entered into the phase of adjustment. In view of the
sentiments in the pharmaceutical market and on the basis of
the solid foundation laid down by the rapid growth over the
last three years, the Group adopted the strategy of “brand +
terminals” and would further deepen the “brand + terminals”
marketing transformation. Entering into the second phase
of its transformation, the Group will make use of various
measures to expand its presence in the chain pharmacy and
basic medical market. With its extensive network coverage,
the Group will expedite and increase the single-store output
and thus enhance its operation efficiency, nonetheless, it is
expected that the transition will take a period of time.
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Management Discussion and Analysis
EEENWR DN

Moreover, the Group has entered into the Cooperative
Development Agreement with the independent third parties
in relation to the development of the old plant site of Yulin
Pharmaceutical. The cooperative development of the project
will be pushed forward steadily, which will provide a solid
source of funds for Yulin Pharmaceutical’s further development
and will generate considerable returns to shareholders.

Our vision is to safeguard the health of mankind by allowing
more patients to use our products, and contributing to
the healthy lives of people with the support of national
macroeconomic policies.

Interim Dividend

The Board is pleased to announce the distribution of an
interim dividend (the “Interim Dividend”) of HKDO.1 per
share (approximately RMBO0.09 per share) in respect of the
six months ended 30 June 2019 (2018 interim dividend: Nil),
which amounted to approximately RMB75,640,000 (2018
interim dividend: Nil). It is expected that the Interim Dividend
will be paid on or about Tuesday, 17 September 2019 to the
shareholders whose names appear on the register of members
of the Company on Friday, 6 September 2019.

Closure of Register of Members

For the purpose of determining shareholders’ entitlement to
the Interim Dividend, the register of members of the Company
will be closed from Wednesday, 4 September 2019 to Friday,
6 September 2019 (both days inclusive) during which period
no transfer of shares will be effected.

In order to qualify for the entitlements to the Interim Dividend,
all transfer documents accompanied by the relevant share
certificates must be lodged with the Company's branch
share registrar, Computershare Hong Kong Investor Services
Limited, at Shops 1712-1716, 17th Floor, Hopewell Centre 183
Queen’s Road East, Wan Chai, Hong Kong, not later than 4:30
pm on Tuesday, 3 September 2019.
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Consolidated Statement of Profit or Loss
meBEAR
for the six months ended 30 June 2019 — unaudited (Expressed in Renminbi)

HZE2019F6 A30B LA EA — REFEZ (UAARKIIR)

For the six months
ended 30 June

BZ6H30HIL<EA
2019 2018
20194 20184F
Note RMB’ 000 RMB’ 000
ikz3 ARBT ARETTT
Revenue A &g 941,036 869,023
Cost of sales SHE A (253,894) (216,983)
Gross profit ER 3 687,142 652,040
Other (losses)/income Hth (E518) /A 5 (875) 5,802
Distribution costs Pal =D PN (274,276) (273,538)
Administrative expenses THAX (90,550) (75,768)
Profit from operation AR R R 321,441 308,536
Finance costs BhE R AN 6 (11,519) (14,412)
Profit before taxation B AR R 6 309,922 294,124
Income tax Fris#i 7 (49,978) (58,797)
Profit for the period B 9 a A 259,944 235,327
Attributable to: LR A4S
- Equity shareholders of the Company — AR Az KRR 249,470 219,014
- Non-controlling interests — FEIERR R 10,474 16,313
Profit for the period B E R 259,944 235,327
Earnings per share (RMB yuan) BRERN(AR%R)
— Basic — &K 8 0.2929 0.2564
~ Diluted — 8 8 0.2872 0.2496
The notes on pages 23 to 51 form part of this interim F23%51 8 2 M5k A7 7 B B 75 3R 45 #O 48 Bk 36
financial report. e

INTERIM REPORT 2019 A EisRkeE 15



Consolidated Statement of Profit or Loss and Other Comprehensive Income
RERmREMZEKER

for the six months ended 30 June 2019 — unaudited (Expressed in Renminbi)

HE2019F6 A30BLEAEA — REEZ (UARKTIR)

For the six months
ended 30 June

BEZ6H30H1LE AR
2019 2018
20194 20184
RMB’ 000 RMB’ 000

ARWT T ARETTT

Profit for the period HRRE R 259,944 235,327
Other comprehensive income for HEATREH S EZEAEMN

the period that may be reclassified MRHMmEEmKE :

subsequently to profit or loss:
Exchange differences on translation EinpE AREME ([HE])

of financial statements of operations R HNEE TS ) B S R O [

outside the People’s Republic of ZE  HIRTIE

China (the “PRC"), net of tax 949 1
Total comprehensive income for the period HAZHEHkSEE 260,893 235,328
Attributable to: BT AL :

- Equity shareholders of the Company — RNARIERKRR 250,419 219,015

- Non-controlling interests — JEE s 10,474 16,313
Total comprehensive income for the period HAZHEREHEEE 260,893 235,328

The notes on pages 23 to 51 form part of this interim financial  £23Z%& 51 & 2 i 5 & 7 70 HY B 78 3% 25 (48 A% 20
report. % o
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Consolidated Statement of Financial Position
n'l-\ézﬁle-i%ﬂﬁ)‘ﬂl%

at 30 June 2019 — unaudited (Expressed in Renminbi)
R2019F6 H30H — REEZ (UARKTITR)

At At
30 June 31 December
2019 2018
20194 R20184
6 A30H 12A31H
Note RMB’ 000 RMB’ 000
Hiat AR¥F T ARET T
Non-current assets kRBEE
Investment property "EYE 9 16,919 17,200
Other property, plant and equipment  HAb¥% - BE MR E 9 660,648 561,785
Lease prepayments METEMKIE 128,374 129,643
Intangible assets mEEE 9 416,092 430,800
Goodwill S 320,647 320,647
Other prepayment H A FET 20,427 5,706
Deferred tax assets EEFIBE EE 36,928 35,102
Total non-current assets FRBEEHE 1,600,035 1,500,883
Current assets REEE
Inventories 58 10 190,101 210,310
Trade and other receivables B 5 R H AbFE W IR 11 984,733 916,099
Cash and cash equivalents ReMReEEIER 1,421,718 1,269,746
Total currentassets = #ABAESE 2,596,552 2,396,155
Current liabilities REBEE
Trade and other payables B 5 RHEAERN IR 12 700,217 750,804
Loans and borrowings BER KGR 13 714,160 147,202
Deferred income FRIEW 7 1,655 1,655
Current taxation BNEAF 72X 64,975 09,492
Total current liabilites =~ #*B&f#R®E 1481007 999,153
Net current assets RBEEZFE 1,115,545 1,397,002

The notes on pages 23 to 51 form part of this interim financial  £23%F 51 8 2~ [ 5% /& 78 Fh 27 B 7& 3R &5 B9 48 Ak 2B

report.

,f/\ ®
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Consolidated Statement of Financial Position

e PRI R

at 30 June 2019 — unaudited (Expressed in Renminbi)
R2019F6 H30H — REEZ (UARKTITR)

At At

30 June 31 December

2019 2018

A201945 R20184F

6H30H 12A31H

Note RMB’ 000 RMB’ 000

iokza AR¥T T ARET T

Total assets less current liabilities ~ ¥E®ER#BHEHE 2,715,580 2,897,885
Non-current liabilities FRBERE

Loans and borrowings B & fER 13 - 245,336

Deferred income IEEWZR 17,587 18,320

Deferred tax liabilities BEIBEE 117,464 137,217

Total non-current liabilites =~ FmBffes 00000 135081 400,873

NET ASSETS BEEFE 2,580,529 2,497,012
Capital and reserves BEXREE

Share capital [ 15(c) 68,545 68,782

Reserves ke 2,161,717 2,088,437

Total equity attributable to equity AN F) RS R REM

shareholders of the Company A 2,230,262 2,157,219

Non-controlling interests FEERRER 350,267 339,793

TOTAL EQUITY RS 2,580,529 2,497,012

Approved and authorised for issue by the board of directors

on 21 August 2019.

An Yubao
ZHE
Chairman
e

The notes on pages 23 to 51 form part of this interim financial

report.
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(Expressed in Renminbi)

BA —&x&EEZ (AAREIIR)

for the six months ended 30 June 2019 — unaudited
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for the six months ended 30 June 2019 — unaudited

HZE2019F6 A30H 1t

wh

Consolidated Statement of Changes in Equity
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(Expressed in Renminbi)

BA —&x&EEZ (AAREIIR)

for the six months ended 30 June 2019 — unaudited
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Condensed Consolidated Cash Flow Statement

BRGEEERER

for the six months ended 30 June 2019 — unaudited

(Expressed in Renminbi)

BHE2019F6 AS0REAEA — REEZ (UARKTIR)

For the six months
ended 30 June

BZ6H30BL~EA
2019 2018
20195 20184
RMB’000 RMB’ 000
AR¥TR ARBF T
Operating activities REEE
Cash generated from operations REFHMERS 245,922 493,188
PRC Income tax paid EANEE SR (106,074) (100,402)
Net cash generated from operating activities = SERENARR&¥®E 139,848 | 392,786
Investing activities RETE
Interest received BUFHE 5,600 6,143
Payment for the purchase of property, BEWE - BEKREN
plant and equipment and leasehold land HE L HIFRIE (114,392) (65,493)
Other cash flows arising from investing activities RETZDAMEEMBESR 679 1,016
Net cash used in investing activities =~ BREDFARERE  008113) (98,334)
Financing activities MEEH
Proceeds from bank loans RITE TS FIE 453,313 =
Repayment of bank loans ERIRITER (133,473) (122,442)
Proceeds from shares issued under R IR A 5T BB AT AR P15 3R
the Share Option Scheme 597 4,158
Dividends paid to equity shareholders BERNARAERRENRE
of the Company (145,979) (68,943)
Finance costs paid BB A (9,510) (11,849)
Payment for repurchase of shares EEHZ B E AR R FED
which would be subsequently cancelled IR 15 KOk IE
by the Company (44,601) _
Net cash generated from/ METEHHME
_(usedin) financing activities = ! FRBeR® 120347 | (199,076)
Net increase in cash and cash equivalents ReRBEeSEEFEMER 152,082 135,376
Cash and cash equivalents at 1 January MA1ENESRBREEEER 1,269,746 989,565
Effect of foreign exchange rate changes fE RSB 52 (110) 623
Cash and cash equivalents at 30 June R6H30EMBALRELEEER 1,421,718 1,125,564

The notes on pages 23 to 51 form part of this interim financial

report.

,T/\ ®
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Notes to the Unaudited Interim Financial Report

for the six months ended 30 June 2019 — unaudited

AREE LTRSS M

(Expressed in Renminbi unless otherwise indicated)

B ZE2019F6 A30B IE/NEA — REFZ (UARBIIR  BRIEZHEH)

BASIS OF PREPARATION

This interim 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 Hong Kong Accounting Standard
(“HKAS") 34, Interim financial reporting, issued by the
Hong Kong Institute of Certified Public Accountants
(“HKICPA"). It was authorised for issue on 21 August
2019.

The interim financial report has been prepared in
accordance with the same accounting policies adopted
in the 2018 annual financial statements, except for
the accounting policy changes that are expected to
be reflected in the 2019 annual financial statements.
Details of the changes in accounting policies are set
out in note 2.

The preparation of an interim financial report in
conformity with HKAS 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 to date
basis. Actual results may differ from these estimates.

The interim financial report contains condensed
consolidated financial statements and selected
explanatory notes. The notes include an explanation
of events and transactions that are significant to an
understanding of the changes in financial position
and performance of the Group since the 2018 annual
financial statements. The condensed consolidated
interim financial statements and notes thereon do not
include all of the information required for full set of
financial statements prepared in accordance with Hong
Kong Financial Reporting Standards (‘HKFRSs”").

NP RS DIREEBHERSME
RARZES EMBRACERREREMAR
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Notes to the Unaudited Interim Financial Report
AR E A% P HA B 2 R o B =
for the six months ended 30 June 2019 — unaudited (Expressed in Renminbi unless otherwise indicated)

HZE2019F6 A30B IENEA — REEFZ (UAREIIR  BRIERHER)

BASIS OF PREPARATION (Continued)

The interim financial report is unaudited, but has
been reviewed by KPMG in accordance with Hong
Kong Standard on Review Engagements 2410,
Review of interim financial information performed by
the independent auditor of the entity, issued by the
HKICPA. KPMG's independent review report to the
board of directors is included on pages 52 to 53.

The financial information relating to the financial year
ended 31 December 2018 that is included in the interim
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.

CHANGES IN ACCOUNTING POLICIES

The HKICPA has issued a new HKFRS and a number
of amendments to HKFRSs 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:

° HKFRS 16, Leases

o Amendments to HKAS 19, Plan amendment,
curtailment or settlement

o Annual improvement to HKFRSs 2015-2017 Cycle

o HK(IFRIC) 23, Uncertainty over income tax
treatments
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Notes to the Unaudited Interim Financial Report

for the six months ended 30 June 2019 — unaudited

AREE LTRSS M

(Expressed in Renminbi unless otherwise indicated)

B ZE2019F6 A30B IE/NEA — REFZ (UARBIIR  BRIEZHEH)

CHANGES IN ACCOUNTING POLICIES
(Continued)

None of these developments have had a material effect
on how the Group’s results and financial position for
the current or prior periods have been prepared or
presented in this interim financial report. The Group has
not applied any new standard or interpretation that is
not yet effective for the current accounting period.

REVENUE AND SEGMENT REPORTING

The Group manages its businesses by product lines. In
a manner consistent with the way in which information is
reported internally to the Group’s most senior executive
management for the purposes of resource allocation
and performance assessment, the Group has identified
the following two reportable segments. No operating
segments have been aggregated to form the following
reportable segments.

o Consun Pharmaceutical Segment: this segment
manufactures and sells modern Chinese
medicines and medical contrast medium.

o Yulin Pharmaceutical Segment: this segment
manufactures and sells traditional Chinese
medicines.

B EREEH ()
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AEER TR E M

for the six months ended 30 June 2019 — unaudited (Expressed in Renminbi unless otherwise indicated)

HZE2019F6 A30B IENEA — REEFZ (UAREIIR  BRIERHER)

3  REVENUE AND SEGMENT REPORTING 3 WARZSB®SE(E)
(Continued)
(a) Disaggregation of revenue (a) WBWADHK
Disaggregation of revenue from contracts with KEEREFPITLZAKHNKRARE
EEMIOTFNOT :

customers by major products is as follows:

For the six months
ended 30 June

HZE6H30BLAEA
2019 2018
20194 20184
RMB’ 000 RMB’ 000

ARBTR ARETT

Revenue from contracts with BEBMEREEAE155
customers within the scope of HERNZREEEFEFTL

HKFRS15 ZEHHKA

Kidney medicines BRI EEY 516,018 444,077
Contrast medium EladL] 68,606 61,440
Orthopedics medicines BRHEY) 94,231 111,736
Dermatologic medicines X BRI EEY) 93,713 94,878
Women and children medicines % 52 854 77,600 67,943
Others EAh 90,868 88,949

941,036 869,023

Analysis of the Group’s revenue and results by
geographical market has not been presented
as over 99% (six months ended 30 June 2018:
99%) of the revenue are generated from the PRC
market.

Disaggregation of revenue from contracts with

customers by the timing of revenue recognition is
disclosed in note 3(b).
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Notes to the Unaudited Interim Financial Report

for the six months ended 30 June 2019 — unaudited

HZE2019F6 A30H IE/~EA

3 REVENUE AND SEGMENT REPORTING
(Continued)

(b)

Information about profit or loss, assets and
liabilities

For the purposes of assessing segment
performance and allocating resources between
segments, the Group’s senior executive
management monitors the results, assets and
liabilities attributable to each reportable segment
on the following bases:

Segment assets include all tangible, intangible
assets and current assets with the exception of
deferred tax assets and other corporate assets.
Segment liabilities include trade creditors and
accruals attributable to the manufacturing
and sales activities of the individual segments
managed directly by the segments.

Revenue and expenses are allocated to the
reportable segments with reference to sales
generated by those segments and the expenses
incurred by those segments or which otherwise
arise from the depreciation or amortisation of
assets attributable to those segments. Assistance
provided by one segment to another, including
sharing of assets and technical know-how, is not
measured.

The measure used for reporting segment profit
is gross profit. The Group’s senior executive
management is provided with segment
information concerning segment revenue and
gross profit. Segment assets and liabilities are
not reported to the Group’s senior executive
management regularly.

Disaggregation of revenue from contracts with
customers by the timing of revenue recognition,
as well as information regarding the Group’s
reportable segments as provided to the Group’s
most senior executive management for the
purposes of resource allocation and assessment
of segment performance for the six months
ended 30 June 2019 and 2018 is set out below.

A

REF D I ISR M

(Expressed in Renminbi unless otherwise indicated)

— REEZ

(AARBIIR - BRIERBER)

3 WAR D EBERE (&)

(b)

BB EERABZER

BEEDMERRREDFREDEE
R AEERSTHRERAESRE
DAT%SEEQ%‘—Z%EJ o AR FEAA &Y
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EnBEE  MEEHEBEEERE
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FEETER -

WARRSX IR 2RZENBEL
MHER LA HZE D BEIEE
FT)?%‘E%%FEE’JF#JSE ’ ’“EEE
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&

Ex P R R R

for the six months ended 30 June 2019 — unaudited

HZE2019F6 A30B IENEA — REEFZ (UAREIIR  BRIERHER)

3

REVENUE AND SEGMENT REPORTING 3
(Continued)

(b)

Information about profit or loss, assets and

liabilities (Continued)

WARDEB®RS (&)

(b)

(Expressed in Renminbi unless otherwise indicated)

BB EERABZER (A)

Consun Yulin
Pharmaceutical Pharmaceutical
Segment Segment Total
BEEHELT EIRRELT @t
2019 2018 2019 2018 2019 2018
2019% 20184 2019% 20184 2019% 20184
For the six months ended BZ6R30AL RMB’000 RMB'000 RMB’000 RMB'000 RMB’000 RMB'000
30 June ~EA ARETR ARBETT AR¥TR ARETT ARETR ARET:R
Disaggregated by timing of RUARIZBE2 2
revenue recognition
Point in time B fe 26 681,087 589,170 259,949 279,853 941,036 869,023
Reportable segment revenue E=:Gx 1O
Revenue from external customers — RESMNFRERIMA 681,087 589,170 259,949 279853 941,036 869,023
Reportable segment profit TEHA &R
Gross profit EH 544,107 468,421 143,035 183,619 687,142 652,040
Reportable segment assets 2RI HEE 2,356,452 1,882,776 1,853,046 1,669,492 4,209,498 3,552,268
Reportable segment liabilities ERIFEE 949,367 798420 537,160 352,485 1,486,527 1,150,905
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ARARE % P HA B 3 R o B =
for the six months ended 30 June 2019 — unaudited (Expressed in Renminbi unless otherwise indicated)

B ZE2019F6 A30B IE/NEA — REFZ (UARBIIR  BRIEZHEH)

3 REVENUE AND SEGMENT REPORTING 3 WA R D EREHRE (&)
(Continued)
(c) Reconciliations of reportable segment profit () F2HDHia v ik

For the six months
ended 30 June

HZ6H30H1E~EAR
2019 2018
2019%F 20184
RMB’ 000 RMB’ 000

ARBT R ARETTT

Reportable segment profit REEEBIIDBEF

derived from the Group’s 2T 2382 T Fl

external customers 687,142 652,040
Other (losses)/income Htb (B18) A (875) 5,802
Distribution costs 7 SRR (274,276) (273,538)
Administrative expenses THHAX (90,550) (75,768)
Finance costs SR IR (11,519) (14,412)
Consolidated profit before taxation 4R 4 &A% 7 309,922 294,124
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AR E A% P HA B 2 R o B =
for the six months ended 30 June 2019 — unaudited (Expressed in Renminbi unless otherwise indicated)

HZE2019F6 A30B IENEA — REEFZ (UAREIIR  BRIERHER)

SEASONALITY OF OPERATIONS

The Group generally experiences on average over
50% higher revenue in the fourth quarter as compared
with other quarters in the year, because more sales of
pharmaceutical products are made to distributors in the
fourth quarter of the year prior to the new year holiday.
The Group satisfies this higher demand by increasing
its production so as to build up inventories during the
second half of the year.

For the twelve months ended 30 June 2019, the Group
reported revenue of RMB1,915,986,000 (twelve months
ended 30 June 2018: RMB1,759,897,000), and gross
profit of RMB1,419,528,000 (twelve months ended 30
June 2018: RMB1,298,233,000).

OTHER (LOSSES)/INCOME

RENFTHHEE

HRARE —REFFRUINEDNEE
AEHBHEESBEER  A5EBE
EmFNFEHERRFAEMFTE TS
BH50% c AEBEBR THFERSE
B EINEFAREZER -

REZE2019F6 A30HIE+Z=@A -
REBEFSKAARK1,915,986,000
T (B 220186 A30R I+ =1@A :
AR#1,759,897,0007T) R EF AR
1,419,528,0007T (B £201846 A30H
IF+=A : AR¥1,298,233,0007T) °

Hito (B8]), WA

For the six months
ended 30 June

BZ6H30HLLAMEA
2019 2018
2019 20184
RMB’ 000 RMB’ 000
ARET ARBTTT
Government grants TR I #65 B)
— Unconditional subsidies — K Rh 1,314 993
- Conditional subsidies — BI&RMHRRL 802 1,619
Interest income B WA 5,599 6,143
Loss on disposal of property, BB  BEREE
plant and equipment EEREE (162) (52)
Net exchange losses R 5 1R (8,869) (5,576)
Others H A 441 2,675
(875) 5,802
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AREE LTRSS M

for the six months ended 30 June 2019 — unaudited
HZE201956 A30A IE/N A A — REEX

PROFIT BEFORE TAXATION

6  BiAlmF

(Expressed in Renminbi unless otherwise indicated)

(AARBIIR - BRIERBER)

Profit before taxation is arrived at after charging/ BADEF D (GTA) M T EEER

(crediting):

(a) Finance costs:

M

(a) BB :

For the six months
ended 30 June

HZ6H30B @A
2019 2018
20194 20184
RMB’ 000 RMB’ 000
AREFT ARBFIT
Interest on bank loans IRITERF B 9,510 11,785
Finance charges on bank loans SRITERMEER 2,009 2,627
11,519 14,412

(b)  Staff costs: (b) BIMKAK:

For the six months
ended 30 June

HZE6H30BLXEA
2019 2018
20194 20184
RMB’ 000 RMB’000
ARET ARBTIT
Salaries, wages, bonuses and benefits #& « TE&  E4ALREF] 137,207 130,498
Contribution to defined contribution AT HRFRIRET B
retirement schemes 5,531 4,859
Equity settled share-based payments:  LARZ#E A5 & 30 ARR (D & E 1
B3R
Share Option Scheme (note 14) RERRRERT & (FIEE14) 12,607 5,224
155,345 140,581
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AR AR A% 0 HA B A R B e
for the six months ended 30 June 2019 — unaudited (Expressed in Renminbi unless otherwise indicated)
EZE2019F6 A30R IENEA — REERZ (UAARKTIR @ BRIESHHA)
6 PROFIT BEFORE TAXATION (Continued) 6 BADRER (&)
(c) Other items: (c) HftwER :

For the six months
ended 30 June

HZ6H30B1E~EAR
2019 2018
2019%F 20184
RMB’ 000 RMB’ 000

ARBT R ARETTT

Depreciation charge nEER
— Investment property —REMEE 281 338
— Other property, plant and — HtE - BERRE
equipment 18,969 16,538
Amortisation 5
- Lease prepayments - HEEMzRE 1,574 1,567
- Intangible assets —EmEEE 14,707 14,707
Impairment losses of trade and B 5 & H fth YW RIE
other receivables (i) BEEE () 9,759 493
Net unrealised losses on investment WIFEEBZIRE
not held for trading (ii) R BB - 2,600
Leases charges HEER 1,874 1,722
(i) During the six months ended 30 June 2019, (i) HZE2019F6 A30H £/~ @
provision for doubtful debts of RMB9,759,000 B EEBRZRAEREBHEAA
(six months ended 30 June 2018: RMB493,000) R#9,759,0007T (& E2018
was recognised. F6HA30BIEARER : AR
493,0007T) °
(ii) During the six months ended 30 June 2018, (ii) #HZE2018F6 A30A LA
net unrealised losses on investment not held A BERLIFFEEEZER
for trading of RMB2,600,000 was recognised, EAERERFER/RARE
representing the fair value change of the 2,600,0007T * BMHEEZ AR (E
investment. No unrealised losses was E& 1 - HZ=2019F 6 A30H
recognised during the six months ended 30 IEREA  BERRRERE
June 2019. e
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for the six months ended 30 June 2019 — unaudited

HZE2019F6 A30H IE/NAA — A=

7 INCOME TAX

AR AR A% 0 HA B A R P e
(Expressed in Renminbi unless otherwise indicated)
(AAREIIT - BRIESHTHR)
7 FRigH

For the six months
ended 30 June

HZ6H30HIE<EA
2019 2018
20194 20184
RMB’ 000 RMB’ 000
AR®T ARETTT
Current tax B ERBE IR
Provision for PRC income tax o B PSR 71,557 61,675
Deferred tax EERIE
Origination and reversal of EERELEREER
temporary differences (21,579) (2,878)
49,978 58,797

(i)

(iii)

Pursuant to the rules and regulations of the
Cayman Islands and the British Virgin Islands
(the “BVI"), the Group is not subject to any
income tax in the Cayman Islands and the BVI.

No provision was made for Hong Kong Profits
Tax as the Group did not earn income subject to
Hong Kong Profits Tax for six months ended 30
June 2018 and 2019.

Taxable income for the subsidiaries of the
Company in the PRC is subject to PRC income
tax rate of 25%, unless otherwise specified
below.

Consun Pharmaceutical (Inner Mongolia) Co.,
Ltd. (“Inner Mongolia Consun”) and Guangzhou
Consun Pharmaceutical Company Limited
(“Guangzhou Consun”) were qualified as an
“‘Advanced and New Technology Enterprise”,
Inner Mongolia Consun and Guangzhou Consun
were entitled to the preferential income tax rate
of 15% from 2018 to 2020 and 2017 to 2019,
respectively.

() BERSEERRBEZES (IR
BELZER|)ORILRD - A&
BHEANFEHENABRLES
BAERFEH -

(i) BRAEERDHBE2018F &
20194 6 A30H 1E7~ @ A I & B ER
TAEMBBTEROMA - &
MAEBNESTIELESE -

BIFETX=EER  BRIRNRFH
B0 /B8 2 B ) BRI WK s R 1R 25 %
B R B A R B PR 1S AR

(iiif)

RE#Z (ARH) AREE QA
((ARLTEE ) RENREEES
RAae ((EMNEE ) ERELE(S
FEMmeEl  ASHEERREM
EEA D RI#2018FE E2020F K
2017 FE2019F EXEBHMEM
TREA5% o
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&

for the six months ended 30 June 2019 — unaudited

HZE2019F6 A30B IENEA — REEFZ (UAREIIR  BRIERHER)

7
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INCOME TAX (Continued)

(iif)

(Continued)

Guangxi Yulin Pharmaceutical Group Co., Ltd.
(*Yulin Pharmaceutical”) and Guangxi Yulin
Pharmaceutical Capsule Co., Limited (“Yulin
Capsule”) were qualified as encouraged
industry that operates in western China. Yulin
Pharmaceutical and Yulin Capsule were entitled
to the preferential income tax rate of 15% from
2011 to 2020.

Guangxi Yulin Pharmaceutical Group Yuming
Limited
(“Yuming Chinese Traditional Medicine”),

Chinese Traditional Medicine Co.,

Guangxi Yulin Pharmaceutical Group Hongsheng
Trading Co., Limited (“Hongsheng Trading”) and
Guangxi Yulin Yunxiang Real Estate Co., Limited
(“Yunxiang Real Estate”) met the criteria for
preferential income tax rate granted to small and
low profit-making enterprises in the PRC, and
were entitled to the preferential income tax rate
of 10% in 2019 (2018: 10%).

Guangxi Yulin Pharmaceutical Group Yonglv
Chinese Traditional Medicine Industry Co.,
Limited (“Yonglv Chinese Traditional Medicine”)
met the exemption criteria on income generated
through planting of agricultural products and
was exempted from PRC income tax in 2019 and
2018.

7

JPiEe]
(iiif)

(Expressed in Renminbi unless otherwise indicated)

Bi ()

(%)

EREMNEEBEREFRA A
([EMBE|) REAEMNELEBE
BRAR ([ EHBE]) BRELAR
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EMBER ERBEAAHK2011
FE2020FZXEEMEHME
15% o

EREEEERHTPEFRELR
AI([E8PE])  ElEME
SERABZEREEAR([EFH
B2 REREMEREEXZEBRA
A([EREBE|) FARERTHE
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10% (20184 : 10%) °
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for the six months ended 30 June 2019 — unaudited

HZE2019F6 A30H IE/NAA — A=

7 INCOME TAX (Continued)

(iv)

According to the relevant tax law and its
implementation rules, dividends receivable
by non-PRC-resident corporate investors
from PRC-resident enterprises are subject to
withholding tax at 10%, unless reduced by tax
treaties or arrangements, for profits earned
since 1 January 2008. In 2019, the Company
obtained the Certificate of Resident Status of
the Hong Kong Special Administrative Region
and has satisfied the “Arrangement between the
Mainland of China and the Hong Kong Special
Administrative Region for the Avoidance of
Double Taxation and the Prevention of Fiscal
Evasion with respect to Taxes on income” and
therefore has adopted the withholding tax rate
at 5% for PRC withholding tax purposes for the
calendar year 2017 and the two succeeding
calendar years.

The Directors of the Group have determined
that in determining the amounts of dividends
to be distributed from PRC subsidiaries to the
Hong Kong incorporated subsidiary in future, the
amounts of dividends declared or to be declared
by the Company, and the repayment schedule
of loans and borrowings of the Company would
be considered. As at 30 June 2019, deferred tax
liabilities of RMB40,850,000 (31 December 2018:
RMB58,003,000) have been provided based
on the expected dividends to be distributed
from Guangzhou Consun to the Company in
the foreseeable future in respect of the profits
generated since 1 January 2008.

A

REF D I ISR M

(Expressed in Renminbi unless otherwise indicated)

(AARBIIR - BRIERBER)

7 FBRl(E)

(iv)

BEBBREREEBME - BRIE
B 20084 1 A1 B # BRE Y% 7 &
MG GPI T ER - TRIFEHE
EROR(REEREKTRERDSE
BB EZ10% BMTEHNT o B
20194 » A D RERFBERITTR
EERESFHRHE  WHFE[AH
MEBFRITHEBREFM GRS
EFHBAMP LRI HE ]/
i - Bt - P BRFENRME -
AEBMP2017EF R HEMEREF
EIRA5% MBI R o

AEBEECHT  EETHEM
BN B & AR ES MK /K
BRRDIRMNKRESRER  BEE
ARARIEERKBEIRMEE &
BERAREE R & ERA SR
x> R201966 A30H ' RER
AIFERNRREMNEEBSHSHA
2008F1 A1 BEEEMAF R
NENRERE - FHRELERIBAE
AR ®40,850,0007t (20184 12
A318 : AR#¥58,003,0007T) °
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AR E A% P HA B 2 R o B =
for the six months ended 30 June 2019 — unaudited (Expressed in Renminbi unless otherwise indicated)

HZE2019F6 A30B IENEA — REEFZ (UAREIIR  BRIERHER)

8 EARNINGS PER SHARE 8 BRAER
(a) Basic earnings per share (a) BREXER
The calculation of basic earnings per EREXRZNDRERHEAA
share is based on the profit attributable AAREZBRRELMRIAR
to equity shareholders of the Company of #249,470,0007t (B E£2018
RMB249,470,000 (six months ended 30 June FOHA30BIEARNEA : AR
2018: RMB219,014,000) and the weighted 219,014,0007T) R E EITE @R
average number of 851,824,000 ordinary shares B hNHE ¥ 851,824,000 A% (&
(six months ended 30 June 2018: 854,231,000 £2018F 6 A30H IE/~E A -
shares) in issue during the interim period. 854,231,000/% ) 5T & -
For the six months
ended 30 June
BZ6A30H LLAEA
2019 2018
20194 20184
000 shares 000 shares
TR T A&
Issued ordinary shares at 1 January M1 A1BE&ITERR 875,191 873,610
Effect of share options exercised BT ERENE
(note 15(c)) (Mt3E15(c)) 25 319
Effect of treasury shares held RIERR D SRR AT EIFF B 5
under the Share Award Scheme EfFREEE (19,698) (19,698)
Effect of shares repurchased and BEREHERONTEE
cancelled (note 15(a)) (FizE15(a)) (3,024) =
Effect of shares repurchased BB RSN HY
but not yet cancelled (note 15(a)) T2 (fzE15(a)) (670) =
Weighted average number of 76 A 30 B & it
ordinary shares at 30 June 98 851,824 854,231
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ARARE % P HA B 3 R o B =
for the six months ended 30 June 2019 — unaudited (Expressed in Renminbi unless otherwise indicated)

B ZE2019F6 A30B IE/NEA — REFZ (UARBIIR  BRIEZHEH)

EARNINGS PER SHARE (Continued) 8 BREF (&)

(b) Diluted earnings per share (b) BREBER
The calculation of diluted earnings per share ERESREMNDIIREBERRQ A ER
is based on the profit attributable to equity IR ER FE (5% FI A R 249,470,000
shareholders of the Company of RMB249,470,000 T (B Z=201846 A30H 1L/~
(six months ended 30 June 2018: A AR®219,014,0007T) k&
RMB219,014,000) and the weighted average A HY Nt - 19 £0868,582,000 %
number of ordinary shares of 868,582,000 (six (E#=2018%F6 A30H L/RAA :
months ended 30 June 2018: 877,422,000 877,422,0008%) 5T &
shares).

For the six months
ended 30 June

HZ6H30BL<EA

2019 2018

20194 20184

000 shares "000 shares

TR T A%
Weighted average number of ordinary 76 830 B & @& hntE

shares at 30 June 58 851,824 854,231

Diluted effect of deemed issue of B ERTEITE TR A

shares under the Share BITRO N ETE

Option Scheme 16,758 23,191
Weighted average number of ordinary 16 830 H %@ i% hntE

shares (diluted) at 30 June FHE (E8E) 868,582 877,422
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AEER TR E M

for the six months ended 30 June 2019 — unaudited

HZE2019F6 A30B IENEA — REEFZ (UAREIIR  BRIERHER)

9 INVESTMENT PROPERTIES AND OTHER
PROPERTY, PLANT AND EQUIPMENT AND
INTANGIBLE ASSETS

(a)

(b)

(c)
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Acquisitions and disposals of owned assets

During the six months ended 30 June 2019, the
Group acquired items of property, plant and
machinery with a cost of RMB121,674,000 (six
months ended 30 June 2018: RMB45,199,000).
ltems of plant and machinery with a net book
value of RMB3,641,000 were disposed of during
the six months ended 30 June 2019 (six months
ended 30 June 2018: RMB1,068,000), resulting
in a loss on disposal of RMB162,000 (six months
ended 30 June 2018: RMB52,000).

Intangible assets

Intangible assets represent trademark with
a carrying amount of RMB256,233,000 (31
December 2018: RMB256,233,000) and patents
with a carrying amount of RMB159,859,000 (31
December 2018: RMB174,567,000).

Valuation of investment property

Investment property of the Group were stated in
the consolidated statement of financial position
at cost less accumulated depreciation and
impairment losses. The carrying amounts of the
investment property were not materially different
from their fair value as at 30 June 2019 and 31
December 2018.

(Expressed in Renminbi unless otherwise indicated)

REMEREMYWE - BERREU
REREE

(a)

(b)

(c)

BEREEBREE

HZ=2019F6 A30HLENEAR @ &
EEUKAARE121,674,0007T
(B E201846 A30H L/~ EA -
AR#45 199 0007T) BEWE -
MERKERIEE - REE20194F
6H30BIEAEA  BRETHRE
SFEAEARES3641,000T (HE
2018F6 A30H LN EAIA + ARKE
1,068,0007T) 2 B k#2818 E -
BREEBEBARYK162,000T
(B 2201846 A30H L/~ @A -
AR#520007T) °

BILEE

ERAEAEREBEAEARE
256,233,000 7C B 1Z (20184 12
A318 : AR#¥256,233,0007T)
FARHEE AR 159,859,000/
=5 (2018F12A318 : AR¥E
174,567,0007T) °

RENENMGEE

REEZREMENGE M BRI FT
MR R AR 2 514 & RORE 18 5
iR - BB REEEEN2019
F6A30HKX2018F12A31HHK
PRABEITESEAER -
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for the six months ended 30 June 2019 — unaudited

HZE2019F6 A30H IE/NAA — A=

Notes to the Unaudited Interim Financial Report

AREE LTRSS M

(Expressed in Renminbi unless otherwise indicated)

(AARBIIR - BRIERBER)

INVENTORIES 10 ®&E

At At
30 June 31 December
2019 2018
N20195F M20184
6430H 12A31H
RMB’ 000 RMB’ 000
AR®ET T AREET T
Raw materials Rk 105,365 109,960
Work in progress EE & 30,062 50,624
Finished goods RIRK oh 54,674 49,726
190,101 210,310

TRADE AND OTHER RECEIVABLES 11 EBEFREMEWRFIE

As of the end of the reporting period, the aging analysis

of trade debtors and bills receivable (which are
included in trade and other receivables), based on the
invoice date and net of allowance for doubtful debts, is

as follows:

RBEHR  BZREERRERRE
(BFRIAE S REMEWFIR) LERHH

AEEEW R R R B E AR

BROMTMT

At At

30 June 31 December

2019 2018

A20194F M20184

6H30H 12A31H

RMB’ 000 RMB’ 000

ARET T ARETTT

Within 3 months 3MEAMA 610,954 691,927

3 to 12 months 3&121E A 226,767 158,447

Over 12 months 1218 A M £ 110,216 13,618
Trade debtors and bills receivable, E S REBRR M RN EE -

__netofloss allowance (i) meERREG 947,937 863,992

Other receivables H b fE U SR TE 21,927 20,279

Prepayments (ii) A FRIA (i) 14,869 31,828

984,733 916,099
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for the six months ended 30 June 2019 — unaudited

Ex P R R R

(Expressed in Renminbi unless otherwise indicated)

HZE2019F6 A30B IENEA — REEFZ (UAREIIR  BRIERHER)

11
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TRADE AND OTHER RECEIVABLES (Continued) 11 EBZRHEMEWRFRIE (&)

(i)  Trade debtors and bills receivable, net of (i) EBEZEWERREWEE KRR
allowance for doubtful debts BRI E
Trade debtors and bills receivable are generally BEoRWBEFRREKEERBEB
due within 30 to 180 days from the date of ZFEHARE A HAEL30B =180 H W E!
billing. Debtors with balances that are more than H o HEURRARBAREE T —
12 months past due are requested to settle all BAANEBAR T EAE—FEE
outstanding balances before any further credit is Al EEREHEBEMBRK
granted.

(ii) Prepayments (i) FEMRE

Including in prepayments, loan facility fees
of RMB2,314,000 (31 December 2018:
RMB4,323,000) in connection with the
three-year term loan (note 13) were prepaid,
of which RMB2,314,000 (31 December 2018:
RMB3,639,000) was expected to be recognised
as expenses within one year and was included
in trade and other receivables. As at 30 June
2019, none of the prepaid loan facility fees
was expected to be recognised as expenses
after more than one year and was classified as
non-current and included in other prepayments
(31 December 2018: RMB684,000).

B FIEEREER =FHER (H
H1I)MENERLHERARE
2,314,0007T (20184128318 :
AR#4,323,0007T) + EF ARE
2,314,0007T (2018412318 -
AR #3,639,0007T) FEE SN —F
RNIEERABERYTAE S REAMD
FEURFRIE - F220194%6 A30H -
H|ENERLTHEBERBRHENER
—FRAOEBEERAERLHE S
HAHEMTERNFKIEANEAE D (2018
F12H318 : AR%684,0007T) °
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for the six months ended 30 June 2019 — unaudited
HZE201956 A30A IE/N A A — REEX

TRADE AND OTHER PAYABLES

Notes to the Unaudited Interim Financial Report

AREE LTRSS M

As of the end of the reporting period, the aging analysis

of trade creditors and bills payable (which are included

in trade and other payables), based on the invoice

date, is as follows:

BE R EMEMNRRE

(Expressed in Renminbi unless otherwise indicated)

(AARBIIR - BRIERBER)

RBERAR - BHENERXRENRRE
(BFRFAB S REMENFIR) AHE A H

REENREDTAOT

At At

30 June 31 December

2019 2018

N2019F R20184F

6H30H 12A31H

RMB’ 000 RMB’ 000

ARET ARETIT

Within 1 month — B AR 29,753 45,355
1 to 12 months —=+—1@A 35,607 44,318
Over 12 months +@EANLE 142 3,082
Total trade payable ~ HpEffyoaAes 65,502 92,755
Contract liabilities AHEE 12,533 6,097
Refund liabilities REBE 62,212 66,677
Accrued expenses fEEtFR X 241,335 257,926
Employee benefits payable e E B /2T 147,662 188,242
Other payables o FE A 5RIE 170,973 139,107
700,217 750,804
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AR E A% P HA B 2 R o B =
for the six months ended 30 June 2019 — unaudited (Expressed in Renminbi unless otherwise indicated)

HZE2019F6 A30B IENEA — REEFZ (UAREIIR  BRIERHER)

13 LOANS AND BORROWINGS 13 EBERRER

As of the end of the reporting period, loans and
borrowings were unsecured bank loans and were
repayable as follows:

RBERR - ERRERBBERRTE
H o BAR THIHRER

At At

30 June 31 December

2019 2018

R2019% 20184

6H30H 12H31H

RMB’ 000 RMB’000

AR®ETF T AR¥ETTT

Within 1 year —FR 714,160 147,202
After 1 year but within 2 years —FRERMENAN - 245,336
714,160 392,538

As at 30 June 2019, the Group’s bank loans
amounted to RMB552,295,000 (31 December 2018:
RMB392,538,000) are subject to the fulfilment of
covenants relating to certain of the Group’s or the
subsidiaries’ financial ratios, as are commonly found in
lending arrangements with financial institutions. If the
Group were to breach the covenants the drawn down
loans would become payable on demand. The Group
regularly monitors its compliance with these covenants.
As at 30 June 2019, none of the covenants relating to
drawn down loans had been breached (31 December
2018: none).

EQUITY SETTLED SHARE-BASED
TRANSACTIONS

During the six months ended 30 June 2019, the
Company granted 63,000,000 share options to certain
directors and employees (the “2019 Grant”). The
exercise price of these share options was HKD4.476
per share, and the aggregate fair value of these share
options amounted to RMB104,005,000. The options vest
after one year to three years from the date of grant and
are then exercisable on or before 1 January 2029.

42 CONSUN PHARMACEUTICAL GROUP LIMITED EEHAFSEAERAA

MR2019F6 A30H ' AEEEBAAR
#552,295,0007C (2018412 318 : A
K ¥392,538,0007T) WR1TE K XZ HIR
HARSESHEWE AR LM B EA LY
E(ZEATEETERERMBENERTH
) BEAKBEERTZENE B
BHNERESEKBIZERKEER - X&E
TEHEERETRZENTEMNBEMR - K20194F
6 H30R @ AN&E B E R B2 3R E
EFRBNLTE (20185128318 « £&) o

URESEEYUROGR/ERNRS

HZE2019%F6 A30R LEAEA - AARIE
163,000,000 M HE T & TEERIE
B ([2019F &) - ZEHWRENTTE
BAER4 4768 T BARBEEAR
#104,005,0007T - BB B % A Hi 8
—FE=FRNEHE - HETNR202941H
1B ZAITTHE ©
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for the six months ended 30 June 2019 — unaudited
HZE201956 A30A IE/N A A — REEX

Notes to the Unaudited Interim Financial Report

AREE LTRSS M

(Expressed in Renminbi unless otherwise indicated)

(AARBIIR - BRIERBER)

14 EQUITY SETTLED SHARE-BASED 14 LUREZEEIURGAERNRZS
TRANSACTIONS (Continued) (%)
The terms and conditions of the 2019 Grant (i) 2019 F R H IR RARM4 T ¢
are as follows:
Number of Contractual
Tranche options life of
Date of grant number granted Vesting period options
ERHEB RBRREN
REHBH #E % REHE 5 B BRFH
Options granted to employees:
R T &8 eI AE
2 January 2019 Tranche 1 13,650,000 Exercisable on or after 10 years
1 April 2020
201941 A 2H 18t 13,650,000 AJ 7202044 A1 Hsk 104
2 1&171E
2 January 2019 Tranche 2 13,650,000 Exercisable on or after 10 years
1 April 2021
201941 H2H gofit 13,650,000 AIRR202164 A1 A 104
ZARITIE
2 January 2019 Tranche 3 18,200,000 Exercisable on or after 10 years
1 April 2022
20191 H2R 34 18,200,000 AIpA20225F4 A1 H3K 104
ZARITIE
Options granted to two directors:
BT masEsaERE -
31 May 2019 Tranche 4 5,250,000 Exercisable on or after 9.6 years
1 April 2020
201945 H31H 448t 5,250,000 AI/R202054 A1 B 5 9.6%F
Z1&1T1E
31 May 2019 Tranche 5 5,250,000 Exercisable on or after 9.6 years
1 April 2021
201945 H31H 54 5,250,000 A[R2021454 A1 Bk 9.6%F
Z 1B
31 May 2019 Tranche 6 7,000,000 Exercisable on or after 9.6 years
1 April 2022
2019%5H31H ge6#t 7,000,000 AIPR2022F4 H1H3K 9.6%F
Z1&1TE
Total share options granted 63,000,000
REBREAR

63,000,000

INTERIM REPORT 2019 R Hi¥ReE 43



Notes to the Unaudited Interim Financial Report
AR E A% P HA B 2 R o B =
for the six months ended 30 June 2019 — unaudited (Expressed in Renminbi unless otherwise indicated)

HZE2019F6 A30B IENEA — REEFZ (UAREIIR  BRIERHER)

14 EQUITY SETTLED SHARE-BASED 14 LDREZEIURGAEBRORS
TRANSACTIONS (Continued) (&)

(i) 2019FEBHEBEBTEBRENDAEE

(i) Fair value of share options under the 2019

Grant and assumptions:

The fair value of services received in return
for the share options granted is measured by
reference to the fair value of share options
granted. The estimated fair value of the share
options granted is measured based on a
binomial tree model. The contractual life of the
share options is used as an input into this model.
Expectations of early exercise are incorporated
into the binomial tree model. Set out below are
the fair value of share options and assumptions.

RER :

A DA ERR ) R A PR AR TS 0
REDZEMELBREZAAE
AHE o RIWBRENGSRAAETD
HERN - XEELE - BRESH
FHEUW B T RELS—BRAK
B RATTTENFEHEMALL =X
REL - TXHINBRENRAE
MR -

Tranche number

5%
3 4 5 6

Fair value at measurement  st2BAAE(BT)

106

date (HKD) 1.4434
Share price (HKD) RE (BT) 419
Exercise price (HKD) 1TfEE () 4.476
Expected volatility TRER IR 40.06%
Expected option life 78 B RE AR 4 4F E 10 years
Dividend yield 8= 2.18%
Risk-free rate EE AR 2.42%

16317 19825 20625 2.1216

419 5.23 5.23 5.23
4.476 4.476 4.476 4.476

40.06%  39.74%  39.74%  39.74%
10 years 9.6 years 9.6 years 9.6 years

104 9.6%F 9.6%F 9.6%F
218%  2.18%  2.18%  2.18%
2.42%  1.99%  1.99%  1.99%

The Company has approved a share option
scheme on 2 December 2013 and granted share
options to certain Directors and employees in
2014, 2016 and 2019. During the six months
ended 30 June 2019, 171,000 share options
were exercised (six months ended 30 June 2018:
1,150,800).
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KRAER2013F 12 A2BH#L AT —
BT E R R 20144 + 2016
FROOIFETHTESREER
AEHE - MEZE 201946 A30H 1L/
B8R 171,000 R D BT
(B E2018%F6 A30H L/ @A -
1,150,800) °
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for the six months ended 30 June 2019 — unaudited

HZE2019F6 A30H IE/NAA — A=

15 CAPITAL, RESERVE AND DIVIDENDS

(a)

A

REF D I ISR M

(Expressed in Renminbi unless otherwise indicated)

(AARBIIR - BRIERBER)

15 EXR - #FERRE

Purchase of own shares (a) BEEIRKK
During the interim period, the Company R HEE - NQFRNE B
repurchased 9,948,000 shares (the “Buy-back ARG BERAFAEBEE S
Shares”) of the Company on The Stock Exchange 9,948,000 8% & 7 ([ B EIBR 47 |) 4R
of Hong Kong Limited as follows: I
Number Highest Lowest
of shares price paid price paid Aggregate
Month/year repurchased per share per share price paid
[=AE]: BREN BREN g1t
£,/A8 RGO E BeE® BIEER BB
HKD HKD HKD’ 000
BTT AT FABTT
January 2019
201941 H 3,212,000 5.45 4.32 15,581
April 2019
20194 4 H 1,451,000 5.50 0. 1E 7,801
May 2019
201945 H 442,000 5.21 5.08 2,284
June 2019
201946 H 4,843,000 5.39 4.94 25,461
51,127

The repurchase was governed by section 257
of the Hong Kong Companies Ordinance. The
total amount paid on the repurchased shares
of HKD51,127,000 (equivalent to approximately
RMB44,601,000) was paid wholly out of retained
profits.

Up to 30 June 2019, 3,212,000 Buy-back Shares
were cancelled and the remaining 6,736,000
Buy-back Shares were outstanding.

CENZEBEQAIKAE257
BHRE BEROMDOWE (N RE
51,127,000 7T (HHE R AR
44,601,0007T) Ty 2= £ B IR B & A
BAS o

BHZE2019%6 A30H © 3,212,000
RO D EMEE - S TH
6,736,000 0% i& Bl f& (0 D SR B 1T 7
9|\ °
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AR E A% P HA B 2 R o B =
for the six months ended 30 June 2019 — unaudited (Expressed in Renminbi unless otherwise indicated)

HZE2019F6 A30B IENEA — REEFZ (UAREIIR  BRIERHER)

15 CAPITAL, RESERVE AND DIVIDENDS 15 EBEFX - FERRE(E)
(Continued)
(b) Dividends (b) BE
(i) Dividends payable to equity (i) B AT 2 IR R R B

shareholders attributable to the interim
period

For the six months
ended 30 June

HZ6H30H81E~EAR
2019 2018
2019%F 20184
RMB’ 000 RMB’ 000

ARBT T ARETTT

Interim dividend declared after A HIEARE SR 2+ 8

the interim period of HKDO.1 & E®IR0. 18T (BE

per share (six months ended 20186 A30H

30 June 2018: Nil) IENEAR - &) 75,640 =
The interim dividend had not been MNEREEAR - PEIPE BN &
recognised as a liability at the end of the WHERAAE -

reporting period.
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ARARE % P HA B 3 R o B =
for the six months ended 30 June 2019 — unaudited (Expressed in Renminbi unless otherwise indicated)

B ZE2019F6 A30B IE/NEA — REFZ (UARBIIR  BRIEZHEH)

15 CAPITAL, RESERVE AND DIVIDENDS 15 BX - RERRE (&)
(Continued)
(b)  Dividends (Continued) (b) ME (£&)
(i) Dividends payable to equity (i) L—HBRFEENERZKR
shareholders attributable to the HERE - ERHEEEHLE
previous financial year, approved and REM

paid during the interim period

For the six months
ended 30 June

HZ6H30B1E~EAR
2019 2018
20194 20184
RMB’ 000 RMB’ 000

ARBT R ARETTT

Final dividends in respect of F—UBREERBES -
the previous financial year, BEREZE2019F
approved and paid during the 6 A30H 1 B AR
interim period ended 30 June EE R NER
2019 of HKDO.2 per share (six 0.2/ 7T (Hi£20184F
months ended 30 June 2018: 6 A30H IE/AEA -

HKDO.1 per share) FR%0.17%7T) 146,288 68,943
Less: Dividends for W BB RIRR D T RIAR B

Buy-back Shares (309) =
145,979 68,943
* The Company paid a final dividends * KARHZE20184F
of RMB145,979,000 for the year 12A31HIEFER
ended 31 December 2018 as ENREEREAAR
adjusted to exclude the dividends #145,979,0007T °
for Buy-back Shares. I B 1 H 582 LA BR
1 B i 19 2 A H iR

B o
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AR E A% P HA B 2 R o B =
for the six months ended 30 June 2019 — unaudited (Expressed in Renminbi unless otherwise indicated)

HZE2019F6 A30B IENEA — REEFZ (UAREIIR  BRIERHER)

15 CAPITAL, RESERVE AND DIVIDENDS 15 EX - FERRE(E)
(Continued)
(c) Share capital () EB=
(i) Issued share capital (i) EBITREX
Six months ended 30 June 2019
BE201956 A30H L <EA
Nominal Nominal
value of value of
Number of fully paid fully paid
shares shares shares

ROBE BEROGEHE HMEROEE
’000 HKD’ 000 RMB’ 000

TR FTEXT AR%®TR
As at 1 January 2019 R2019F1 /18 875,191 87,519 68,782
Shares issued under the — 1RIFEFEIIETZ

Share Option FEITHIRRD

Schemes (note 15(c)(ii)) (Ft=E15(c)(ii)) 171 17 15
Cancellation of shares BANRESE AR 1

during the period (FMzE15(a))

(note 15(a)) (3,212) (321) (252)
As at 30 June 2019 7201946 A30H 872,150 87,215 68,545
The ordinary shares of the Company have ApalEmREERER
a par value of HKDO0.10 per share. 0.1087T °

(i)  Shares issued due to exercise of Share (i) FEITEEREE T ETH
Option Scheme B
During the six months period ended 30 #HZE201946 A30H IE/ 1A
June 2019, share options were exercised R EAME - AT - LA
to subscribe for a total of 171,000 (six KR B686,0008 T (FHE R
months ended 30 June 2018: 1,150,800) #WANER¥597,0007T) REE
ordinary shares in the Company at a RAFEBIRE 171,000
consideration of HKD686,000 (equivalent f% (201846 A 30 H IE 7~
to approximately RMB597,000), of @A : 1,150,800) » £
which RMB15,000 and RMB582,000 ARBA5 000 M AREE
were credited to share capital and the 582,000t 2 % Al 5 AR
share premium account respectively. RAERG®RER - BEAX
RMB181,000 was transferred from the NAMEFHE - AR
capital reserve to the share premium 181,000 E B E A EH
account in accordance with the Company’s BERMEER -

accounting policy.
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for the six months ended 30 June 2019 — unaudited

HZE2019F6 A30H IE/NAA — A=

15 CAPITAL, RESERVE AND DIVIDENDS
(Continued)

(d)

Capital management

The Group's primary objectives when managing
capital are to safeguard the Group’s ability to
continue as a going concern, so that it can
continue to provide returns for shareholders
and benefits for other stakeholders, by pricing
products and services commensurately with the
level of risk and by securing access to finance at
a reasonable cost.

The Group monitors its capital structure on the
basis of an adjusted net debt-to-capital ratio. For
this purpose, adjusted net debt is defined as total
debt (which includes interest-bearing loans and
borrowings) plus unaccrued proposed dividends,
less cash and cash equivalents. Adjusted capital
comprises all components of equity.

During the year, the Group’'s strategy was
to maintain the debt-to-equity ratio at a
level considered reasonable by the Group's
management from time to time with reference
to the prevailing market conditions. In order
to maintain or adjust the ratio, the Group may
adjust the amount of dividends paid to equity
shareholders, issue new shares or raise new debt
financing.

A

REF D I ISR M

(Expressed in Renminbi unless otherwise indicated)

(AARBIIR - BRIERBER)

15 EX - FERERE (&)

(d)

BEXEE

AEBEEEANTIEANZHE
HEFEREMeED - WimEEEEN
i3 B I AR R B R B K A EE an BIR
BEE - ARBEARERANEREG
BMEMABESBRRIRHE®R LD
HipMas AR B R et o

AEBRBEHBFHEHRERLL
RERHEEARE - BltME @ &
HEFEHHRERBER (B
FEEERRAET) IR I S
BRREMASEERB - KHE
BB P A AR ED o

TR AKENREE S EAER R
PRHELL R M AN R (B TR B T B
SEZRMATMRAEENKF -
RTHEFHARBRLE - AEEA
RERBERNTEERRORES
B BITHRESMETRE -
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AEER TR E M

for the six months ended 30 June 2019 — unaudited (Expressed in Renminbi unless otherwise indicated)

HZE2019F6 A30B IENEA — REEFZ (UAREIIR  BRIERHER)

15 CAPITAL, RESERVE AND DIVIDENDS
(Continued)

(d) Capital management (Continued)

As at 30 June 2019, the Group presented
adjusted net asset, thus net debt-to-capital ratio
was not calculated. The Group’s adjusted net
asset at 30 June 2019 was as follows:

15

& -

(d)

RERRE (#)

EXEE(E)

20196 A30H » AEEZE5T
AR EESFE  FALYEFEF
BEFEEALE - REBER2019F
6 H30 ARG EEFMENT -

At At
30 June 31 December
2019 2018
A2019% R20184F
6H30H 12H31H
Note RMB’ 000 RMB’ 000
it ARETR ARETTT
Current liabilities: MEAE :

- Loans and borrowings — BERRER 13 714,160 147,202

Non-current liabilities: IERBEE
- Loans and borrowings — BERRER 13 - 245,336
Total debt RIS 714,160 392,538
Add: Proposed dividends o BRAR B 15(b) 75,640 146,288

Less: Cash and cash equivalents & : RE& KBRS HSEEE

(1,421,718) (1,269,746)

Adjusted net asset KRR EEFE

631,918 730,920

Neither the Company nor any of its subsidiaries
are subject to externally imposed capital
requirements, except that banking facilities
granted to certain subsidiaries are subject
to the fulfilment of covenants relating to the
subsidiaries’ balance sheet ratios (note 13).
The Group will actively and regularly monitor its
compliance to such covenants.
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ARBREEFANBRRMTZR
RINEBME I B AR - R T &
THEBARMNRITHEARTEZ
EWBRREABBERLEEGHEN
L (MFE13) - AREKEBEE
HIERHEBTZELHENBR -
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AREE LTRSS M

for the six months ended 30 June 2019 — unaudited (Expressed in Renminbi unless otherwise indicated)

B ZE2019F6 A30B IE/NEA — REFZ (UARBIIR  BRIEZHEH)

CAPITAL COMMITMENTS OUTSTANDING NOT 16
PROVIDED FOR IN THE INTERIM FINANCIAL
REPORT

WREPHHBRERBORETE
AN

At At

30 June 31 December
2019 2018
H2019%F R20184F
6 H30H 12H31H
RMB’ 000 RMB’000

ARBT T ARETTT

Contracted for BEET# 204,903 195,861

Authorised but not contracted for EREBRETL 273,556 298,467

Total =t 478,459 494,328
MATERIAL RELATED PARTY TRANSACTIONS 17 EREBARS
Key management personnel remuneration TEETEASMSES

Six months ended 30 June
HZ6H30HIEA<EA

2019 2018

20194 20184

RMB’ 000 RMB’000

ARBTT ARET T

Salaries and other benefits e LEMmEF 16,494 15,268
Retirement scheme of defined contribution R EMHFZGRAKETE] 66 77

Equity settled share-based payment LA RS e 45 B 30 DARR (7 A 2t
expenses NN 3,739 1,030
20,299 16,375

Total remuneration is included in “staff costs” (see note
6(b)).

NON-ADJUSTING EVENTS AFTER THE 18
REPORTING PERIOD

In August 2019, the Group repaid the outstanding
three-year term loan and relevant interest in full which
amounted to HKD365,209,000. No adjustment has been
made in this interim financial report in this regard.

RSt AT B TR A (REE6(D)) °

BEMRABRER

R2019F8 A  ALEEEBRHEEREE
B = F B E X R AER F 2.365,209,000 7%
JC ° PAZN AR EA B 75 R 45 PR N 4 B0t 4E HH A

%go
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Review Report

EHW|E

lcRnaG

Review report to the board of directors of
Consun Pharmaceutical Group Limited
(Incorporated in the Cayman Islands with limited liability)

INTRODUCTION

We have reviewed the interim financial report set out on pages
15 to 51 which comprises the consolidated statement of
financial position of Consun Pharmaceutical Group Limited (the
“Company”) as of 30 June 2019 and the related consolidated
statement of profit or loss, statement of profit or loss and
other comprehensive income and statement of changes in
equity and 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 to be in compliance with the relevant
provisions thereof and Hong Kong Accounting Standard 34,
Interim financial reporting, issued by the Hong Kong Institute
of Certified Public Accountants. The directors are responsible
for the preparation and presentation of the interim financial
report in accordance with Hong Kong Accounting Standard
34.

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

We conducted our review in accordance with Hong Kong
Standard on Review Engagements 2410, Review of interim
financial information performed by the independent auditor
of the entity, issued by the Hong Kong Institute of Certified
Public Accountants. A review of the interim 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 to our attention that
causes us to believe that the interim financial report as at
30 June 2019 is not prepared, in all material respects, in
accordance with Hong Kong Accounting Standard 34, /nterim
financial reporting.

KPMG

Certified Public Accountants
8th Floor, Prince’s Building
10 Chater Road

Central, Hong Kong

21 August 2019

Review Report
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DIRECTORS’ INTERESTS IN TRANSACTIONS,
ARRANGEMENTS AND CONTRACTS OF
SIGNIFICANCE

Save as otherwise disclosed, there was no transaction,
arrangement or contract of significance to which the Company
or any of its subsidiaries was a party and in which a Director
or an entity connected with a Director had a material interest
subsisted at the end of the period under review or at any time
during the period under review.

NON-COMPETITION UNDERTAKING BY
CONTROLLING SHAREHOLDERS

Each of Mr. AN Yubao, the Chairman of the Board, Central
Success Developments Limited, Ms. LI Qian, the Vice
Chairlady of the Board and the chief executive officer of the
Company, Double Grace International Limited, Mr. YOUNG Wai
Po, Peter and Guidoz Limited (collectively, the “Controlling
Shareholders” or “Non-Competing Covenantors”)
entered into a deed of non-competition (the “Deed of Non-
Competition”) on 2 December 2013, pursuant to which the
Non-Competing Covenantors have irrevocably and severally
(but not jointly and severally) undertaken to the Company
(for itself and for the benefit of each of the members of the
Group) that with effect from the date of Listing and for as long
as the shares of the Company remain so listed on the Stock
Exchange and the Controlling Shareholders are individually or
collectively with any of his/her/its associates interested directly
or indirectly in not less than 30.0% of the issued ordinary
share capital of the Company (the “Restricted Period”), the
Non-Competing Covenantors or their respective associates
shall not, (i) directly or indirectly engage, participate or hold
any right or interest in or render any services to or otherwise
be involved in any business (whether as owner, director,
operator, licensor, licensee, partner, shareholder, joint
venturer, employee, consultant or otherwise) in competition
with or likely to be in competition with the existing business
carried on by the Group (the “Restricted Business”); and
(ii) directly or indirectly take any action which constitutes an
interference with or a disruption of the Restricted Business
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including, but not limited to, (a) solicitation of any existing or
then existing employees of the Group for employment by them
or their associates (excluding the Group); (b) solicitation of
any current or then current customers and/or suppliers and/
or former customers and/or suppliers of the Group for the
preceding 6 months at the relevant time away from the Group;
and (c) without the consent from the Company, making use
of any information pertaining to the business of the Group
which may have come to their knowledge in their capacity
as Substantial Shareholders for the purpose of engaging,
investing or participating in any Restricted Business. Each of
the Non-Competing Covenantors severally (but not jointly and
severally) undertakes to the Company (for itself and for the
benefit of each of the members of the Group) that, in respect
of any order or any part of it undertaken or proposed to be
undertaken by him/her or his/her associates for the Restricted
Business, it shall and shall procure that his/her associates
shall, unconditionally use reasonable endeavours to procure
that such customer(s) to appoint or contract directly with any
member of the Group for the Restricted Business under the
relevant order.

Each of the Non-Competing Covenantors jointly and
severally undertakes to indemnify and keep indemnified the
Group against any damage, loss or liability suffered by the
Company or any other member of the Group arising out of
or in connection with any breach of its undertakings and/
or obligations under the Deed of Non-Competition, including
any costs and expenses incurred as a result of such breach
provided that such indemnity shall be without prejudice to
any other rights and remedies the Company is entitled to in
relation to any such breach, including specific performance,
and all such other things and remedies are hereby expressly
reserved by the Company.

Each of the Controlling Shareholders has confirmed to the
Company of his/her/its compliance with the Deed of Non-
Competition provided to the Company until (i) the date on
which the Company’s shares cease to be listed on the Stock
Exchange; or (ii) the date on which the relevant Covenantor
and his/its associates cease to own 30% or more of the then
issued share capital of the Company directly or indirectly;
whichever occurs first.
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The independent non-executive Directors of the Company had
reviewed the status of compliance as well as confirmation by
the Controlling Shareholders of the Company and, on the basis
of such confirmation, are of the view that such Controlling
Shareholders have complied with their non-competition
undertakings under the Deed of Non-Competition and these
non-competition undertakings have been enforced by the
Company in accordance with its terms.

SHARE OPTION SCHEME

The Company’s existing Share Option Scheme was approved
for adoption on 2 December 2013 for the purpose to provide
the Company with a flexible means of giving incentive to,
rewarding, remunerating, compensating and/or providing
benefits to eligible participants and for such other purposes
as the Board approves from time to time. Subject to the terms
of the Share Option Scheme, the Board may, at its absolute
discretion, grant or invite any person belonging to any of the
following classes to take up options to subscribe for shares:
(a) any employee, supplier/service provider, customer,
partner or joint-venture partner of the Group (including any
director, whether executive and whether independent or not,
of the Group) who is in full-time or part-time employment with
the Company or any subsidiaries, (b) any person who have
contributed or may contribute to the Group. The total number
of shares which may be issued upon exercise of all options
to be granted under the Share Option Scheme and any other
share option schemes of the Company must not exceed 10%
of the total number of shares in issue on the date of listing of
the Company unless the Company seeks the approval of the
shareholders in general meeting for refreshing the 10% limit
under the Share Option Scheme provided that options lapsed
in accordance with the terms of the Share Option Scheme or
any other share option schemes of the Company will not be
counted for the purpose of calculating 10% limit.
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The principal terms of the Share Option Scheme are
summarised as follows:

The exercise price per share of the Company for each option
granted shall be determined by the Board in its absolute
discretion but in any event shall be at least the higher of:

(1) the closing price of the shares as stated in the daily
quotations sheets issued by the Stock Exchange on the
date of offer for the grant of option (“Date of Grant”)
which must be a trading day;

(2) the average closing price of the shares as stated in the
daily quotations sheets issued by the Stock Exchange
for the five trading days immediately preceding the
Date of Grant; and

(3) the nominal value of the shares on the Date of Grant.

Upon acceptance of the options, the grantee shall pay
HKD1.00 to the Company as consideration for the grant. The
acceptance of an offer of the grant of the option must be
made within the date as specified in the offer letter issued
by the Company. The exercise period of any option granted
under the Share Option Scheme shall not be longer than 10
years commencing on the date of grant and expiring on the
last day of such 10-year period subject to the provisions for
early termination as contained in the Share Option Scheme.
The maximum number of shares issued and to be issued upon
exercise of the options granted and to be granted to each
grantee under the Share Option Scheme (including exercised,
cancelled and outstanding options) in any 12-month period
shall not exceed 1% of the total number of shares in issue.
Any further grant of options in excess of this 1% limit shall
be subject to issuance of a circular by the Company and
approved by its shareholders in accordance with the Listing
Rules.
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Details of share options outstanding during the period are

follows:

HINBRESRBEENIT

Outstanding Granted Exercised Cancelled Expired  Outstanding
as at during the during the during the during the as at
1 January 2019 period period period period 30 June 2019
#2019% #2019%
1818 6A30H
i RATHE MR BRTE Gl T LilaPR i RATHE
'000 '000 '000 '000 '000 '000
Share options with fIEERG.64BT
exercise price of o) g
HKD6.64
Directors Bz
Mr. AN Yubao ZHELE 6,000 - - - - 6,000
Ms. LI Qian REwt 6,000 - - - - 6,000
Professor ZHU Quan ~ REHE 1,200 - - - - 1,200
Mr. TANG Ning EERE 349 = = = - 349
Employees &S
In aggregate FEE 6,532 = = = - 6,532
________ 08 TR 20081
Share options with IEERLOIBT
exercise price of M mRRE
HKD4.01
Directors Ex
Mr. AN Yubao ZHERL 4,000 - - - - 4,000
Ms. LI Qian Rient 4,000 - - - - 4,000
Professor ZHU Quan ~ REHE 1,758 - - - - 1,758
Mr. TANG Ning EERE 1,157 = = = = 1,157
Employees &8
In aggregate FoE 23,967 = (171) = (90) 23,706
34,882 - (171) - (90) 34,621
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Outstanding Granted Exercised Cancelled Expired  Outstanding
as at during the during the during the during the as at
1 January 2019 period period period period 30 June 2019
#2019% #2019%
1A1H 6A30H
fe RATE MR MATE MR H MREX fe RATHE
'000 '000 '000 '000 '000 '000
Share options with fTEERLAT6ET
exercise price of o) g
HKD4.476
Directors Ex
Mr. AN Yubao ZHELE - 8,750 - - - 8,750
Ms. LI Qian REt - 8,750 - - - 8,750
Professor ZHU Quan ~ REHE - 800 - - - 800
Mr. TANG Ning EERE = 1,300 = = - 1,300
Employees &
In aggregate @t = 43,400 = = = 43,400
____________ ... ..8seo ... 53000
54,963 63,000 (171) - (90) 117,702

The share options outstanding at 30 June 2019 had a
weighted average exercise price of HKD4.71 and a weighted-
average remaining contractual life of 7.88 years.

Apart from the aforesaid Share Option Scheme, at no time
during the six months ended 30 June 2019 was any of the
Company and its subsidiaries a party to any arrangement
to enable the Directors to acquire benefits by means of the
acquisition of shares in, or debentures of, the Company or
any other body corporate, and none of the Directors, or their
spouses or children under the age of 18, had any right to
subscribe for the shares in, or debentures of, the Company, or
had exercised any such right.
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Share Award Scheme

The Board of the Company had adopted a Share Award
Scheme on 21 July 2014 as a means to recognise the
contributions by the selected employees and provide them
with incentives in order to retain them for the continual
operation and development of the Group and attract suitable
personnel for the further development of the Group.

Pursuant to the Share Award Scheme, the selected employees
may be granted during the duration of the Share Award
Scheme an award in the form of Awarded Shares. Awarded
Shares will be purchased by the trustee of the Company
(“Trustee”) on the market out of cash contributed by the
Company and be held on trust for the selected employees
until such shares are vested on them in accordance with the
provisions of the Share Award Scheme. The Board shall not
make any further award of Awarded Shares which will result
in the nominal value of the shares awarded by the Board
under the Share Award Scheme exceeding 10% of the issued
share capital of the Company from time to time. The maximum
number of shares which may be awarded to a selected
employee under the Share Award Scheme shall not exceed 1%
of the issued share capital of the Company from time to time.

As at 30 June 2019, 19,798,000 ordinary shares were held
by the Trustee under the Share Award Scheme, among which
19,698,000 shares were held on behalf of the Company while
the remaining 100,000 shares were held on behalf of certain
employees.
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DIRECTORS’ AND CHIEF EXECUTIVES’ INTERESTS
OR SHORT POSITIONS IN SHARES, UNDERLYING
SHARES AND DEBENTURES

As at 30 June 2019, the Directors and chief executives of the
Company had the following interests or short positions in the
shares, underlying shares and debentures of the Company,
its group members and/or associated corporations (within the
meaning of Part XV of the Securities and Futures Ordinance
(“SFO")), as recorded in the register required to be kept
under Section 352 of the SFO or as otherwise notified to the
Company and the Stock Exchange pursuant to the Model
Code:
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the Company LN
Approximate
Number and Class Percentage of
Name of Director Nature of Interest and Capacity of Securities™ Shareholding
R ERMER G EHEHERERO BMARERD L
AN Yubao® Beneficial owner 28,555,817 Shares (L) 3.27%(L)
ZHE® EmEEA 28,555,817 A% (L) 3.27%(L)
AN Yubao® Founder of a discretionary trust 197,324,000 Shares (L) 22.63%(L)
LHEE® BIBEFERIZA 197,324,000/% (L) 22.63%(L)
LI Qian® Beneficial owner 24,672,261 Shares (L) 2.83%(L)
REO® EmfEAA 24,672,261 B (L) 2.83%(L)
LI Qian® Interest of controlled corporation 127,048,000 Shares (L) 14.57%(L)
RE® ZPEGEE s 127,048,000 8% (L) 14.57%(L)
ZHU Quan® Beneficial owner 3,757,700 Shares (L) 0.43%(L)
KREO BEHERA 3,757,700R% (L) 0.43%(L)
TANG Ning® Beneficial owner 2,805,600 Shares (L) 0.32%(L)
EE® EmEAA 2,805,600 (L) 0.32%(L)
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Notes:
(1) The letter “L” denotes the Directors’ long position in the shares
of the Company or the relevant associated corporation.

2) Including shares in relation to 18,750,000 share options,
18,750,000 share options, 3,757,700 share options and
2,805,600 share options granted to Mr. AN Yubao, Ms. LI Qian,
Professor ZHU Quan and Mr. TANG Ning respectively under
the Share Option Scheme adopted on 2 December 2013.

(3) The entire issued share capital of Central Success
Developments Limited (“Central Success’) is owned by Aali
Resources Limited. Aali Resources Limited is held in the name
of BOS Trustee Limited as a trustee of a discretionary trust, of
which Mr. AN Yubao is the founder. Therefore, Mr. AN Yubao
is deemed to be interested in all the Shares held by Central
Success under the provisions of SFO.

(4) The entire issued share capital of Double Grace International
Limited (“Double Grace’) is owned by Ms. LI Qian, therefore,
Ms. LI Qian is deemed to be interested in all the Shares held
by Double Grace under the provisions of SFO.

Save as disclosed above, as at 30 June 2019, none of the
Directors and chief executives of the Company had any other
interests or short positions in any shares, underlying shares
or debentures of the Company, any of its group members or
its associated corporations (within the meaning of Part XV of
the SFO) which were notified to the Company and the Stock
Exchange pursuant to Divisions 7 and 8 of Part XV of the SFO
(including interests or short positions which they were taken
or deemed to have under such provisions of the SFO), or
which were required, pursuant to Section 352 of the SFO, to
be entered in the register referred to therein, or which were
required, pursuant to the Model Code.
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SUBSTANTIAL SHAREHOLDERS’ INTERESTS AND/
OR SHORT POSITION IN SHARES AND UNDERLYING
SHARES OF THE COMPANY

As at 30 June 2019, so far as was known to the Directors,
the following persons/entities (other than the Directors or
chief executives of the Company) had, or were deemed to
have, interests or short positions in the shares or underlying
shares of the Company, its group members and/or associated
corporations which would fall to be disclosed to the Company
under the provisions of Divisions 2 and 3 of Part XV of the
SFO, or which were recorded in the register required to be
kept by the Company under Section 336 of the SFO:
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Approximate

Number and Class Percentage of
Name of Shareholder Nature of Interest and Capacity of Securities™ Shareholding
BRREB A EaMtERSH HEHBRERHO BAREED L
Guidoz Limited® Beneficial owner 110,050,000 Shares (L) 12.62%(L)
Guidoz Limited® E=nEAA 110,050,000 J& (L) 12.62%(L)
YOUNG Wai Po, Peter® Interest of controlled corporation 110,050,000 Shares (L) 12.62%(L)
BB REEHEEE R 110,050,000% (L) 12.62%(L)
BOS Trustee Limited® Trustee 197,324,000 Shares (L) 22.63%(L)
BOS Trustee Limited® EEA 197,324,000A% (L) 22.63%(L)
Aali Resources Limited® Interest of controlled corporation 197,324,000 Shares (L) 22.63%(L)
Aali Resources Limited® SR EE S 197,324,000 % (L) 22.63%(L)
Central Success® Beneficial owner 197,324,000 Shares (L) 22.63%(L)
HR A EmEEA 197,324,000 #% (L) 22.63%(L)
Double Grace® Beneficial owner 127,048,000 Shares (L) 14.57%(L)
Double Grace® BEHERA 127,048,000% (L) 14.57%(L)
Lazard Asset Management LLC Investment manager 43,978,000 shares (L) 5.04%(L)
Lazard Asset Management LLC &% & £&£32 43,978,000% (L) 5.04%(L)
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Notes:
(1) The letter “L” denotes the person’s long position in the shares
of the Company or the relevant group member. The letter
“S” denotes the person’s short position in the shares of the
Company or the relevant group member.

2) The entire issued share capital of Guidoz Limited is owned by
Mr. YOUNG Wai Po. By virtue of the SFO, Mr. YOUNG Wai Po
is deemed to be interested in all the Shares held by Guidoz
Limited.

(3) The entire issued share capital of Central Success is owned by
Aali Resources Limited. Aali Resources Limited is held in the
name of BOS Trustee Limited as a trustee of a discretionary
trust, of which Mr. AN Yubao is the founder. Therefore, Mr. AN
Yubao is deemed to be interested in all the Shares held by
Central Success under the provisions of SFO.

(4) The entire issued share capital of Double Grace is owned by
Ms. LI. Qian. By virtue of the SFO, Ms. LI Qian is deemed to be
interested in all the Shares held by Double Grace.

Save as disclosed above, as at 30 June 2019, the Directors
were not aware of any other persons/entities (other than
the Directors and chief executive of the Company) who
had interests or short positions in the shares or underlying
shares of the Company, its group members or associated
corporations which would fall to be disclosed to the Company
under the provisions of Divisions 2 and 3 of Part XV of the SFO
or which were recorded in the register required to be kept by
the Company under Section 336 of the SFO.

COMPETITION AND CONFLICT OF INTERESTS

For the six months ended 30 June 2019, none of the Directors
or Controlling Shareholders of the Company or any of their
respective associates has engaged in any business that
competes or may compete with the business of the Group or
has any other conflict of interest with the Group.
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PURCHASE, SALE OR REDEMPTION OF THE
COMPANY’S LISTED SECURITIES

During the six months ended 30 June 2019, the Company
issued a total of 171,000 ordinary shares pursuant to
employees’ exercise of share options granted under share
option scheme of the Company adopted on 2 December 2013.

During the six months ended 30 June 2019, the Company
repurchased 9,948,000 shares of its own ordinary shares
through the Stock Exchange at a total consideration
of approximately HKD51,127,000 (approximately
RMB44,601,000). Among the 9,948,000 repurchased shares,
3,212,000 shares were cancelled during the six months ended
30 June 2019 and 1,893,000 shares were cancelled in July
2019, and the remaining 4,843,000 shares will be cancelled in
due course.

Save as disclosed above, neither the Company nor any of its
subsidiaries purchased, sold or redeem any of the Company’s
listed securities during the six months ended 30 June 2019.

DISCLOSURE PURSUANT TO RULES 13.18 AND
13.21 OF THE LISTING RULES

On 11 April 2017, the Company signed a facility agreement
(the “Facility Agreement’) with BNP Paribas, acting through
its Hong Kong Branch (the “Lender”), pursuant to which the
Lender agreed to grant the Company a three year term loan
facility of up to HKD560,000,000. Pursuant to the Facility
Agreement, if (a) Mr. AN Yubao (“Mr. AN", the current
Chairman of the Board) and Central Success Developments
Limited (which is wholly owned by Mr. AN) and Ms. LI Qian
(“Ms. LI", the current Vice Chairlady of the Board and the
Chief Executive Officer of the Company) and Double Grace
International Limited (which is wholly owned by Ms. LI) cease
collectively to (i) be the beneficial owners, either directly
or indirectly, of at least 30% of the issued share capital of
the Company or (ii) be the single largest shareholder, either
directly or indirectly, of the Company; or (b) Central Success
Developments Limited ceases to be wholly-owned by Mr. AN
and/or his family; or (c) Double Grace International Limited
ceases to be wholly-owned by Ms. LI and/or her family, which
each of them will constitute an event of default, all outstanding
amounts under the loan facility (including principal and
interest) shall become immediately due and payable. As at
30 June 2019, these obligations continued to exist and were
complied with.
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On 15 August 2019, with the consent of the Lender, the
Company made an early repayment of the balances (including
principal and interest) under the Facility Agreement and the
obligations mentioned above ceased to exist.

PRE-EMPTIVE RIGHTS

There is no provision for the pre-emptive rights under the
Company’s Articles of Association, or the laws of the Cayman
Islands, which would oblige the Company to offer new shares
on a pro-rata basis to existing shareholders.

SUFFICIENCY OF PUBLIC FLOAT

Based on information that is publicly available to the Company
and within the knowledge of the Directors, the Company has
maintained the prescribed public float under the Listing Rules
during the six months ended 30 June 2019.

CORPORATE GOVERNANCE

Adapting and adhering to the recognised standards of
corporate governance principles and practices has always
been one of the top priorities of the Company. The Board
believes that good corporate governance is one of the areas
that lead to the success of the Company and in balancing the
interests of shareholders, customers and employees, and the
Board is devoted to ongoing enhancements of the efficiency
and effectiveness of such principles and practices.

The Company has adopted and complied with the code
provisions set out in Appendix 14, Corporate Governance
Code and Corporate Governance Report, of the Listing Rules
(the “Code Provisions”) during the six months ended 30 June
2019.

COMPLIANCE WITH THE MODEL CODE

The Company has adopted the Model Code for Securities
Transactions by Directors of Listed Issuers (the “Model Code”)
as set out in Appendix 10 to the Listing Rules. The Company
confirms that, having made specific enquiry of all Directors,
all the Directors have compiled with the required standards
of dealing as set out in the Model Code during the six months
ended 30 June 2019.
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BOARD DIVERSITY POLICY

The Company recognizes and embraces the benefits of having
a diverse Board to enhance the quality of its performance. With
a view to achieving a sustainable and balanced development,
the Company sees increasing diversity at the Board level
as an essential element in supporting the attainment of its
strategic objectives and its sustainable development, and has
adopted the Board Diversity Policy.

All Board appointments will be based on meritocracy, and
candidates will be considered against appropriate criteria,
having due regard for the benefits of diversity on the Board.
Selection of candidates will be based on a range of diversity
perspectives, including but not limited to gender, age,
cultural background and ethnicity, in addition to educational
background, professional experience, skills, knowledge and
length of service. The ultimate decision will be based on merit
and contribution that the selected candidates will bring to the
Board.

For the purpose of implementation of the Board Diversity
Policy, the following measurable objectives were adopted:

(A) at least 40% of the members of the Board shall be
non-executive Directors or independent non-executive
Directors;

(B) at least 1/3 of the members of the Board shall be
independent non-executive Directors;

(C) at least 1 of the members of the Board shall have
obtained accounting or relevant financial management
professional qualifications;

(D) at least 50% of the members of the Board shall have 7
years or more of experience in the industry he/she is
specialised in; and

(E) at least 2 of the members of the Board shall have
China-related work experience.
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AUDIT COMMITTEE

The Company established the Audit Committee on 2 December
2013 with the written terms of reference in compliance with
paragraph C.3.3 and C.3.7 of the Code Provisions. Its terms
of reference were amended on 16 December 2015 and came
into effective from 1 January 2016, which are available on the
websites of the Company and the Stock Exchange.

The Audit Committee reports to the Board and has held
regular meetings to review and make recommendations to
improve the Group's financial reporting process and internal
controls. The primary duties of the Audit Committee, among
other things, are to make recommendation to the Board on the
appointment, re-appointment and removal of external auditor,
review the financial statements and advice in respect of
financial reporting and oversee internal control procedures of
the Group.

As at the date of this interim report, the Audit Committee
consists of three members and all of them are independent
non-executive Directors, namely Ms. CHEN Yujun (chairlady),
Mr. FENG Zhongshi and Mr. SU Yuanfu.

This interim report together with the unaudited interim results
of the Group for the six months ended 30 June 2019 have
been reviewed by the Audit Committee and the Company’s
external auditor, KPMG, in accordance with Hong Kong
Standard on Review Engagements 2410, Review of Interim
Financial Information Performed by the Independent Auditor of
the Entity, issued by the HKICPA.

PUBLICATION OF INTERIM RESULTS
ANNOUNCEMENT AND INTERIM REPORT

The interim results announcement and this interim report are
published on the websites of the Company (www.chinaconsun.com)
and the Stock Exchange (www.hkexnews.hk).

By order of the Board

Consun Pharmaceutical Group Limited
AN Yubao

Chairman

Hong Kong, 21 August 2019
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+— CONSUN PHARMACEUTICAL GROUP LIMITED
REsU

Headquarters in the PRC R EI#3B :
71, Dongpeng Avenue, Eastern section, Guangzhou Economic and Technological Development District, Guangzhou, PRC
HEEMNEMN B MFHREREREAE 71 5

Principal place of business in Hong Kong &8 X E& it 2 :

22nd Floor, World-Wide House, 19 Des Voeux Road Central, Hong Kong
EREET 19 RIRIRAE 22 18

Liaison office in Hong Kong BB ERAE :

Room 1102, Wing On Plaza, 62 Mody Road, Tsimshatsui, Kowloon
NEERDIEE IS 62 SRk ZES 1102 E

Tel B3 : (86) 20-82264529 Fax {£X : (86) 20-82261886

Website #3 : www.chinaconsun.com E-mail € F## : ir@chinaconsun.com
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