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FINANCIAL HIGHUGHTS

s E
Six months Six months
ended ended
30 June 30 June
2019 2018
BZE HE Year ended 31 December
“EBE-AE —TN\F BE+T-A=t—-HLEFE
~A=1H ~A=1H
(RMB’000) (AR¥TR) EREA LERTEA 2018 2017 2016
Revenue BERE 3,071,259 1,482,428 2,510,476 1,601,567 941,504
Gross profit ESAl 2,620,820 1,243,433 2,111,667 1,321,151 727,270
Profit from operations BT 1,257,067 747,383 1,103,742 752,484 460,299
Profit before taxation W F AT A 1,172,634 746,863 1,102,324 748,195 453,066
Profit attributable to equity /NG 2l
shareholders of the Company eyl 968,424 634,544 Q42,536 647,101 380,597
Basic/diluted earnings per share  BFRZEA HEEEF
(RMB cent) (AEES) 215 140 209 143 84
Total assets BEE 9,131,251 4,572,321 4,560,940  3,775975 2,831,109
Total liabilities mafE 4,865,688 1,012,594 882,012 715,389 373,302
Net assets FEE 4,265,563 3559727 3,678,928 3,000,586 2,457,807
Profitability ERgED
Gross profit margin EFE 85.3% 83.9% 84.11% 82.5% 77 2%
Operating profit margin LTI 40.9% 50.4% 50.4% 47.0% 48.9%
Net profit margin SRR 31.3% 41.2% 35.90% 39.1% 40.4%

YICHANG HEC CHANGJIANG PHARMACEUTICAL CO., LTD. EERB AR ITIEXRHERA A



CORPORATE PROFILE
NCIIGWA)

YiChang HEC Changliang Pharmaceutical Co., lid. (the “Company”
or "Pharm HEC", together with its subsidiaries, collectively the
"Group’| is a pharmaceutical manufacturing company that focuses
on the research and development ("R&D"), manufacturing and sale of
pharmaceutical products in the therapeutic areas of antivirus, endocrine
and metabolic diseases and cardiovascular diseases. It is a domestic
pharmaceutical formulation platform of HEC Group. The Company
enfered info China’s pharmaceutical industry through the establishment
of its predecessor, Yichang Changjiang Pharmaceutical Co., lid., in

2001.

Up to now, the Company has been operating for more than 18 years,
and is in the leading position in the domestic pharmaceutical indusiry
in ferms of pharmaceutical sales performance and R&D capability. The
Company was converted info a joint stock limited company on 11 May
2015, and was listed on the Main Board of The Stock Exchange of
Hong Kong limited (the "Stock Exchange’) on 29 December 20135,
with the stock code 01558.HK.

Since its establishment, the Company always follows the motto of “serving
the Chinese with higher standards” and has a strong industrial foundation
and leading competitive edges in manufaciuring, markefing and sales
of pharmaceutical products. As of 30 June 2019, the Company has
manufactured, promoted and sold a fotal of 38 pharmaceutical products
in China, with more than 3,000 professional sales staff across its
nationwide product distribution network. Kewei (oseliamivir phosphate),
one of the Company’s core products, is the firstline drug for clinical
application of antiinfluenza virus in China and its granules form is the
exclusive patented product of the Company. Following the inclusion in
the National Drug List for Basic Medical Insurance, Work — Related Injury
Insurance and Matemity Insurance (2017 Version) issued by the Minisiry
of Human Resources and Social Security of China in 2017, oseltamivir
phosphate was included in the National Essential Drug List (2018
Version) in 2018.

In addition, the Company has built strategic cooperative partnerships
with various renowned pharmaceutical enterprises within the PRC
and abroad, including the entering into of a strategic agreement with
Lannett Company, Inc. INYSE: LCl) fo jointly develop generic insulin
drugs and enter info the United States of America ("US") market. The
Company also established a joint venture company with TaiGen
Biopharmaceuticals Holdings Limited (TWSE: 4157 TWO) in Taiwan to
conduct clinical frials of combination therapy with Yimitasvir Phosphate
and Furaprevir. The Company reached a strategic cooperative
partnership with China National Accord Medicines Corporation Lid.
(SZSE: 000028.57) and kicked off the first operational project during
the year of 2018. The Company believes that the abovementioned
strategic cooperative partnerships will bring broad development
prospects for the Company's business.

The Company always adheres to the professionalism, branding and
differentiated development sirategies. The Company is committed fo
creating unique brand characteristics and core competitiveness of
"Pharm HEC" in the industry and creating additional value for the vast
pharmaceutical consumers and our pariners.

In the future, the Company will further expand its product lines and
markets, enhance the international production standards and quality of
its products and confinue to expand the coverage of promotion and
sales fo facilitate the further growth of business and profitability of the
Company, striving for higher economic values for our invesfors.
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MANAGEMENT DISCUSSION AND ANALYSIS
B IR B A am K T

INDUSTRY REVIEW

China becomes the largest emerging pharmaceutical market in
the world. According to the database of IMS, China’s overall
pharmaceutical market size exceeded RMB1,300 billion in
2018, representing a growth rate of 8% year-on-year. It is
expected to continuously expand by maintaining an annual
growth rate ranging from 3% to 6% from 2019 to 2023.

In 2019, the government will continue fo promote the healthcare
system reform from three aspects of “pharmaceuticals, medical
insurance and medical services”. In respect of pharmaceuticals,
the National Medical Products Administration ("NMPA”"] of
China will deepen the reform of drug trials, accelerate the
evaluation and approval of the clinically-needed and rare disease
therapy medicine, and formulate policies to encourage innovation
in the R&D of pharmaceutical products, while fully promoting the
quality and efficacy consistency evaluation of generic drugs (the
"Consistency Evaluation’), strengthening drug administration
and improving drug quality. In respect of medical insurance,
the National Healthcare Security Administration will continue to
promote the centralized procurement of drugs, which leads to the
reduction in drug price and in expenditure on medical insurance.
The lafest promulgated National Basic Reimbursement Drug List
of 2019 has crossed out some drugs with low clinical value and
being obviously abused, for which better substitutes are available,
and has included more good medicines for saving lives instead,
embodying the obvious frend of medical expenditure control. In
respect of medical services, the National Health Commission
["NHC") will promote the establishment of the infegrated medical
system, including the promotion of the establishment of county
level hospitals and the enhancement of the public hospital
management, collaborating with the commencement of reform of

medical insurance payment methods.

With the continuous advancement of the medical reform, the
indusiry landscape in the future will continue fo be differentiated.
Pharmaceutical companies with strong R&D capabilities, enriched
diug pipelines, welldeveloped production systems, strong brand
advantages and excellent marketing team will gain unprecedented
development opportunities. The Group will seize the opportunity
and strive to build an all-rounded pharmaceutical platform
integrating production, R&D and sales in order to become a

leading pharmaceutical enterprise in China.

-
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Il. BUSINESS REVIEW

Summary of Overall Results

During the half year ended 30 June 2019, the Group achieved
a revenue of RMB3,071.3 million, representing an increase
of 107.2% as compared to the corresponding period of
2018. Revenue generated from core product, Kewei, reached
RMB2,930.3 million, representing an increase of 116.5%
as compared to the corresponding period of 2018. Profit
and tofal comprehensive income for the period aftributable
fo equity shareholders of the Group reached RMB968 .4
million, representing an increase of 52.6% as compared fo the
corresponding period of 2018. Revenue from Kewei (Oseltamivir
Phosphate), Ertongshu (Benzbromarone Tablets), Oumeining
(Telmisartan Tablets), Linluoxing [Moxifloxacin Tablets) and Xining
(Cefirizine Hydrochlorid Dispersible Tablets) accounted for 95.4%,
1.2%, 0.9%, 0.8% and 0.6% of the fotal revenue, respectively.

During the Reporting Period, among the portfolio of six generic
drugs acquired in 2018, the production approvals for levofloxacin
Tablets (& &P EF), Clarithromycin Sustained Release
Tablets (sefr#iz=412 ), Clarithromycin Tablets (SR ),
Moxifloxacin Tablets (£ FaY) £ ) and Olmesartan Tablets (B3
YPIRAE Fr) have been granted, with an overall revenue amounted
fo RMB30.5 million during the period. Amongst the 27 generic
drugs porifolio acquired by the Group from Sunshine Lake Pharma
Co., lid. [EREFGHEXAFRAF) ("Sunshine Lake
Pharma’) in February 2019, 23 of them have been applied to
the NMPA for the marketing approval by Sunshine Lake Pharma.
The product portfolio of the Group will further expand once

approvals have been obtained.

-
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Summary of Sales Team

The Group has established four sales teams to support its
comprehensive sales strategy, i.e. a sales team responsible for
the academic promotion of academic drugs in hospitals of class
Il and above, a sales team handling academic drugs in general
practitionerbased medical insfitutions, a sales feam responsible for
core drugs in pharmacies, and a distribution team responsible for
generic drugs in all healthcare faciliies. As of 30 June 2019, the
Group's sales team comprises 3,123 people. The establishment
of these four sales teams shall lay a solid foundation to the sales
volume of products of the Group from sales channels in ranked

hospitals, primary healthcare institutions and pharmacies.

R&D Progress

Consistency Evaluation of generic drugs

During the Reporting Period, the Group's core product oseltamivir
phosphate capsule (75mg) has obtained the approval from the
NMPA for passing the Consistency Evaluation, representing
the first and exclusive drug variety passing such evaluation
within China. Oseltamivir phosphate is the firstline medication
recommended by the NHC for the treatment for influenza and
was included in the National Essential Drug List in November
2018. In addition, the Group's R&D feam is sparing no effort
fo promote the Consistency Evaluation of oseltamivir phosphate

granules.

Anti-hepatitis C therapeutic area

Phase Il clinical trial for the non-structural protein ["NS”") 5A
inhibitor Yimitasvir Phosphate, a national Class 1 innovative
drug, acquired from Sunshine lake Pharma, in combination
with Sofosbuvir have been completed and submitted new drug
application ("NDA”") and such NDA has been accepted.

The Phase Ill clinical trial for NS3,/4A protease inhibitor Furaprevir
jointly developed with TaiGen Biopharmaceuticals Co. (Beijing),
ltd. in combination with Yimitasvir Phosphate has been initiated
and the corresponding NDA is expected to be submitted in
2020.

MANAGEMENT DISCUSSION AND ANALYSIS & I8 & 515 & 73 A
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MANAGEMENT DISCUSSION AND ANALYSIS & I8 & 515w & 73 i

Endocrine and metabolic diseases area

In the area of endocrine and metabolic diseases, the Group is

dedicated to the R&D of insulin products and has a comprehensive

insulin product pipeline, which covers both the second and the

third generation of insulin.

The latest progress of the insulin products during the Reporting

Period is as follows:

The key endocrine and
metabolic types

Current stage

R BA T AR R R <R

REBER D WA RRBIRB BRI RE
EREmMNNE  AEBNREREmE
BB MEFE _RME=RRER -

BEMA  RERRJEMSITERNT

Planned
launch time

BRI RAHRE E AT ER T8l EH KA
Recombinant Human Insulin Injection Submitied NDA 2019
BAARS IR BRHE L HRE —T-NF
Isophane Protamine Recombinant Human Phase Il clinical frial 2021

Insulin Injection (Pre-mixed 30R) B& IR = HA —E -
BEAEEARSZIGR

(F8)R30R)
Insulin Clargine Injection Phase Il clinical frial 2020
HBRERIGR FRIR =HA —ETF
Insulin Aspart Injection Phase | clinical trial 2021
FIZREZTHIR i R — 24 T —F
Insulin Aspart 30 Injection Phase Ill clinical frial 2021
PIZBRE RI0ESTR FfR IR =HA T —F
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MANAGEMENT DISCUSSION AND ANALYSIS &I & 5t M o AT

I.OPERATION RESULTS AND
ANALYSIS

1.

Revenue

For the six months ended 30 June 2019, the revenue of
the Group amounted to RMB3,071.3 million, representing
an increase of 107.2% as compared to RMB1,482.4
million for the corresponding period of 2018. The Group's
revenue from Kewei products during the period amounted to
RMB2,930.3 million, representing an increase of 116.5%
compared fo the corresponding period of 2018. The growth
in the revenue from Kewei products was mainly due fo
nationwide prevalence of influenza treatment concept, and

Oseltamivir is gradually adopted as the first line treatment.

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

the total revenue:

BE_T-AFRA=+TRHILREAR -
AEEEREXBEARKI0713EBE
T BREFRHMARK] 482488
TURR107.2% © BiA - AEEEMA A
MIHEREM/ARKE 2030388 B
EFEREIER116.5% « Al Bl E RN IE
RIZBRBFENARRGEBSNEELEE
RAR BB ZRERIER—BEN
RHVZR PR

TREIAEEZ GFEHEMEXRE
MBERBEADLIEN

Change as
compared
with the
coresponding

For the six months ended 30 June period of 2018

BERA=THLREA BZT-N\F

(RMB'000) (ARBFL) 2019 % 2018 % RS
Antiviral drugs MASEY 2,932,847 95.5% 1,357,171 01.6% 116.1%
Including: key product Kewei H: TEERAE 2,930,316 95.4% 1,353,523 91.3% 116.5%
- Kewei granules — AR 2,135,267 69.5% 953,196 64.3% 124.0%

- Kewei capsules -EBE 795,049 25.9% 400,327 27.0% 08.6%
Cardiovascular drugs L E 2] 44,602 1.5% 54,607 3.7% -18.3%
Endocrine and metabolic drugs AR ALY 38,677 1.3% 41,549 2.8% -6.9%
Others it 55,133 1.7% 29101 1.9% 89.5%
Total @it 3,071,259 100%  1,482428 100.0% 107.2%

YICHANG HEC CHANGJIANG PHARMACEUTICAL CO., LTD. EERB AR ITIEXRHERA A




Cost of Sales

The Group's cost of sales consists of (1) cost of raw
materials, primarily including cost of raw materials, ancillary
materials and packaging materials; (2) labour cost, primarily
including salaries and benefits of our staff directly involved
in manufacturing of our products; (3) manufacturing cost,
primarily including depreciation of machinery, equipment
and plant and cost of labour protection materials, fuel,
machine oil and maintenance; and (4) patent fee paid
fo third parties in relation to patents and licences. For the
six months ended 30 June 2019, the cost of sales of the
Group amounted to RMB450.4 million, representing an
increase of 88.5% as compared to RMB239.0 million for
the corresponding period of 2018, which was mainly due

to the increase in sales volume.

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

total cost of sales:

MANAGEMENT DISCUSSION AND ANALYSIS & I8 & 515w & 73 i

2. SHERAK
AREEHEK AR RMBRA - £
ZERME - W R BEMFERA
RINIRA  TERERSHEERLE
MBTZTEMEAM : Q)REER -
TERRERREREOINERR
BEIREM BB - R Hom K
# MARERENFAARE=TTX
NHENE -BE_FT-NFAA=T
BIEAREA - AEENHERKANSAR
B450.4B BT  BEFRBHARSE
230.0B8TIEIN88.5% X EMNIHE
SHBEAMEK -

TREIAEEZGFBALNVHERA
RARBHERAN B DL ER

Change os
compared
with the
corresponding

For the six months ended 30 June period of 2018

BEAA=THLAEA BIT-N\F

(RMB'000) (AREFT) 2019 % 2018 % Bl
Aniviral drugs nRSEY 432,140 95.9% 220,248 92.2% 96.2%
Including: key product Kewei Heb: TBERAR 431,439 95.8% 219,312 91.8% 96.7%
- Kewei granules — ] f R 296,778 65.9% 140,446 58.8% 111.3%

- Kewei capsules —-RBE 134,661 29.9% 78,866 33.0% 70.7%
Cardiovascular drugs LIE B 5,196 1.2% 6,025 2.5% -13.8%
Endocrine and metabolic drugs R R AR EY) 4,021 0.9% 4,293 1.8% -6.3%
Others Hf 9,082 2.0% 8,429 3.5% 7.7%
Total st 450,439 100% 238,995 100.0% 88.5%
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MANAGEMENT DISCUSSION AND ANALYSIS &I & 5t M o AT

3. Gross Profit 3. EF

For the six months ended 30 June 2019, gross profit of the BE_ZT-AFEXA=TRHILXEAR -
Group increased to RMB2,620.8 million, representing an AEBEBMEFEE ARYE2,620.85HE
increase of 110.8% as compared to RMB1,243.4 million TORBREBEEZE-NFRA=THIL
for the six months ended 30 June 2018. It was mainly NEAMARE 24348 & 0E M
due 1o the significant increase in sales of Kewei during the 110.8% " FEZRHNBEMNENERA]
Reporting Period, which is a product with high gross profit EUA RS Bt & ARG INFTEN -

margin.

The following table illustrates the gross profit attributable o TR AEBZABERBHNENB R
each therapeutic area of the Group and as a percentage of BRI EFNBDLIER

our fofal gross profit:

Change as

compared

with the

corresponding

For the six months ended 30 June period of 2018

BERA=THLREA T )\F

(RMB'000) (AREFT) 2019 % 2018 % Elildle
Antiviral drugs NRSEY 2,500,707 95.4% 1,136,923 91.4% 120.0%
Including: key product Kewei A I2ERAR 2,498,877 95.4% 1,134,211 91.2% 120.3%
- Kewei granules — A AR 1,838,489 70.2% 812,750 65.4% 126.2%

- Kewei capsules -RBE 660,388 25.2% 321,461 25.8% 105.4%
Cardiovascular drugs DIE EY) 39,406 1.5% 48,582 3.9% -18.9%
Endocrine and metabolic diugs Mo R R SHEE) 34,656 1.3% 37,256 3.0% -7.0%
Others Hit 46,051 1.8% 20,672 1.7% 122.8%
Total @it 2,620,820 100% 1,243,433 100.0% 110.8%

YICHANG HEC CHANGJIANG PHARMACEUTICAL CO., LTD. EERB AR ITIEXRHERA A



Other Income

Other revenue of the Group mainly included (1) government
subsidies, primarily representing amortization of government
subsidies for the construction of the production line for Kewei
recognized by instalments in accordance with accounting
standards, and other subsidies or incentives granted by
the local government, and (2] interest income and other
miscellaneous income. For the six months ended 30 June
2019, other revenue of the Group amounted fo RMB10.4
million, representing an increase of RMB1.1 million as
compared fo RMB®.3 million for the corresponding pericd
of 2018. The increase was mainly due fo the increase in

inferest income.

Expenses Andalysis

For the six months ended 30 June 2019, the Group's
expenses amounted to RMB1,396.7 million in total,
representing an increase of RMB888.9 million as compared
to RMB507.8 million for the six months ended 30 June

2018. The main components of the Group's expenses are as

MANAGEMENT DISCUSSION AND ANALYSIS & I8 & 515w & 73 i

4. HlA

AREBOEMBATZ BB
By - TERERFEAEEZNBTHED
HaEt BRI D HEHEA - UREME
MR T B e 2R - R (2)F B4k
ARHMBEERA - BE-FT-NFX
A=THLAXREA ARESEMEA
R/RAREI04B8ET KEFFRHHOA
REOSAEBTEMARKI I BEET
ERRANFERARIZN -

5. BRDH
BE-ZT-NFAAZTBELEANEA -
AEEBAAGARKIIO7EE
T BBE-F-\FAASTALR
AR M ARK507.8EBTHEMAR Y
888 0HBITL - AEBMEEE MMM

follows: T
Change as
compared
with the
For the six months ended corresponding
30 June period of 2018
BEXRA=1THLAEA BT N\F
(RMB'00Q) (AR®FT) 2019 2018 B4
Distribution costs AR 1,117,203 332,759 235.7%
Adminisfrafive expenses THEERX 195,058 174,490 11.8%
Finance costs B &R AS 84,433 520 16,137.1%
Total st 1,396,694 507,769 1751%
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Distribution costs mainly consist of (1) marketing expenses
relating to conducting academic promotion activities
and other marketing activities, (2) travelling expenses for
markefing purposes, (3) labour cost, and (4] other expenses.
The increase in distribution costs was mainly due to (1)
the corresponding increase in marketing costfs driven by
expanding sales scale of the Group's products, [2) an
increase in markefing expenses and travelling expenses
relafing fo the organization of academic promotion activities
and other markefing activities, which were closely related
fo the Group's continuously increasing efforts on academic
promotion of key product Kewei. Meanwhile, the Group
continued enhancing its sales teams and expanding ifs sales

force.

Adminisirafive expenses mainly consist of (1) research and
development cost, (2] salary and welfare benefits for the
management and administrative personnel, (3] depreciation
and amortization costs relating to our office facilities and
land use rights, and (4) other miscellaneous expenses.
The increase in administrative expenses was mainly due
fo an increase in labour cost, taxes and surcharges and

professional fee.

For the six months ended 30 June 2019, the Group's
investment in R&D amounted to RMB114.0 million in total,
representing 3.7% of the revenue and a decrease of 25.1%
as compared fo the corresponding period of 2018, mainly
due fo the decrease in R&D expense for anfihepatitis C new
drug project as the phase Il clinical frial was accomplished
while the phase Il clinical frial initiated but with not much
expense occurred, among which expenses were RMB53.7

million and capitalized expenditures were RMBGO0. 3 million.

Finance costs mainly represent interests on bank loans and
convertible bonds. The significant increase in finance costs
was mainly due to increase of the newly-added accrued

interest for convertible bonds.
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10.

Other Net Expenses

For the six months ended 30 June 2019, other net expenses
of the Group amounted to RMB6 1.8 million, which was
mainly due to the exchange losses and the fair value change
of convertible bonds arising from fluctuations in the exchange
rates between USD and RMB and the increase in liability

exposures dominated in USD.

Profit Before Taxation

For the six months ended 30 June 2019, the Group's
172.6 million in
fotal, representing an increase of 57.0% as compared fo

RMB746.9 million for the six months ended 30 June 2018.

profit before taxation amounted to RMBT,

Income Tax

For the six months ended 30 June 2019, the income tax
expenses of the Group amounted to RMB212.5 million,
representing an increase of 56.1% as compared to
RMB136.1 million for the six months ended 30 June 2018,

which was mainly due fo the increase in profit before fax.

Profit for the Reporting Period
For the six months ended 30 June 2019, net profit of the
Group amounted to RMB960.2 million, representing an
increase of 57.2% as compared to RMB610.8 million for
the six months ended 30 June 2018.

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

For the six months ended 30 June 2019, profit and total
comprehensive income for the period afiributable fo equity
shareholders of the Company (without taking into account
the effect of the convertible bonds) was RMB1,095.9
million, representing an increase of /2.7% as compared to

RMB634.5 million for the six months ended 30 June 2018.

For the six months ended 30 June 2019, profit and total
comprehensive income for the period aftributable o equity
shareholders of the Company [taking into account the
effect of the convertible bonds) was RMB968.4 million,
representing an increase of 52.6% as compared to

RMB634.5 million for the six months ended 30 June 2018.
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10.

i

HAF 2
BE_T-AFRA=THLREAR -
AEBEMFEAIA/ARKOISAE
T ETBRETHEARBERNKE M
RITREM O IE B BV E S B K M A
HERESNAABEZBHMN -

BRE AT A
BE_ZT-AFARA=THLANER -
K%l[ﬁ‘%ﬁmiﬁéﬂ/\%}\ﬁﬁg 172.6
BEL BEBEE-_T-N\FRA=T
Elu:/dlﬁﬁ’\JJ\Eﬁ%Mé.QE%ﬁiEﬁJﬂ
57.0%

FriS®i
BHE_ZT-NAFRA=THILXEA -
AEENMENAXR/RARKE21258
g1 BEE-_ZT-N\FA=1+H
EREANAREI361BETEM
56.1%  T2ARBHANENAIER

& HRE R

HE—_Z—hNFA=F+HLEAR "
AEBENRFFERAREI02ES
T BEBEZZ-N\FRA=THIER
EAMAREO10.8E&ETIEMNS7 2% °

R A R R REN K
EHWNEBHE

BE_Z-AFEXA=TRHILEREAR -
Z’S’&TE'H%E\ P& R A EA A A R 2 TE
W e (T E BB ES %@)7%/\
R¥1,00590B 8T BEHE-_T—N
i/\ﬂ_—f—ElJt/leE’J}\E”&%M.S
BEITEMNT2.7%

ESZ:I: ﬂi/\ﬁ] +E|JJ:/\{.)E]
PIN/N TE’W&E‘ PR R EA G A R 2|
Wi (ZERAERELFTE) RAR
OB AEETL BREEZZT—\F
A=ZTRHIERNEANARKOI45EE
TCHENN52.6% o

INTERIM REPORT 2019 HERZR &



MANAGEMENT DISCUSSION AND ANALYSIS & I8 & 515 & 73 A

IV.FINANCIAL POSITION » BFFEAR R
1. Overview 1. #E
As of 30 June 2019, the Group's tofal assefs amounted fo HE-_ZT-—NFNA=ZTHIE AEH
RMB®,131.3 million, with total liabilities of RMB4,865.7 BEEABARMBOIBIIEEL A&
million and shareholders” equity of RMB4,265.6 million. BEAARBABS7EET  RRE
HwAAREAL 265.6B&TT °
2. Net Current Assets 2. REEEFRE
The following table sets forth our current assets, current TREFIRMINPIRBBRRBEE -
liabilities and net current assets for the date indicated. mEEERREEEFE -
As at As af
30 June 31 December
2019 2018
R-ZEB—hE RZE—NF
(RMB'000) (AREFIT) ~NA=TH +=ZA=+—H
Current assets REBEE
Inventories FE 165,027 164,286
Trade and other receivables B 5N E MW IE 1,831,759 1,027,332
Time deposits with maturities over 3 months EI|E8 B & =1 A A 8 E BifF 5K 100,000 -
Other financial assefs B mEE 260,000 -
Cash and cash equivalents He RIS EEY 2,857,444 503,746
Total current assets RENEEHAEE 5,214,230 1,785,364
Current liabilities REBAE
Trade and other payables B 5 MEAMER IR 1,488,584 676,250
Contract liabilities ARAaE 15,365 8,095
Bank loans RITER 356,235 53,399
Deferred income IRIEU S 4,379 4,379
Current taxation payable FET BN EATR IR 108,471 70,675
Total current liabilities REBRERE 1,973,034 812,798
Net current assets REBEEZFE 3,241,196 Q72,566
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As at 30 June 2019, the Group recorded the net current
assets of RMB3,241.2 million, as compared to RMB972.6
million as at 31 December 2018. During the Reporting
Period, the current assets increased by RMB3,428.9
million due to the increase in sales; and the current liabilities
increased by RMB1,160.2 million due to the provisions
for dividends payable and accruals for selling expenses
and royalty fees, resulting in an increase of the Group's net
current assets by RMB2,268.6 million.

3. Gearing Ratio and Quick Ratio
Gearing ratio represents the tofal interest bearing loans
as at a record date divided by tofal equity as at the same
record date. Quick ratfio represents current assets excluding
inventories) as at a record date divided by current liabilities as
at the some record date. As at 30 June 2019, the gearing
rafio and quick ratio of the Group increased from 1.5% and
2.0 fimes on 31 December 2018 to 74.6% and 2.6 times

respectively.

4. Cash Flow Analysis

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

RZZB-NFRA=1TH  TEEHF
RBEEFEARKI 241 2BE8T
RZEBE-NF+ZA=+T—HAAR
BO726AETT - MEMA - ANIHE
BNEHREHEEEMARKES3,428.9
BETT : HRFHRENBRAMMEREE
ERNENERSRDABEEMARE
1,1602B BT &RABHAKEFER
PEERMARE2 268.6B&TT

BEXREBELERREFLR
EARBELEENLCE R RN EERK
HFARR AAERIFCER A M Mt et - R B
HERERTHEANRBEE (T AT
B)BRARRREBROREBAE - KN
T-NFRA=TH  *EENELE
BERNEH L ERH T \F+_HA
=+ —HM1 5% K208 EHET4.6%K%
2.6fF -

BERDH
AEBRSRIENAMTRAR

For the six months ended 30 June
BZEAXA=1THILAEA

(RMB'0QQ) (ARHETIT) 2019 2018
Net cash generated from operating EEESELEMNREIFE

activities 1,057,505 631,882
Net cash used in investing activities R RS R ENIRS FE (1,522,318) (89,529)
Net cash generated from/(used in) BEEHEL(RE)K

financing activities HEHE 2,727,616 (75,158
Net increase in cash and cash equivalents IR & K& I8 & E(ETE B /FE & 2,262,803 467,195
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For the six months ended 30 June 2019, the Group's net
cash generated from operating activities was RMB1,057.5
million, representing an increase of RMB425.6 million as
compared with the corresponding period of 2018. The
increase was mainly due to the growth of sales for the

Reporting Period.

The Group's net cash outflow in investing activities
was RMB1,522.3 million, representing an increase of
RMB1,432.8 million as compared with the corresponding
period of 2018, which was mainly due to the increase in
payment for purchase of property, plant and equipment and
increase in prepayment paid for the purchase of intangible

assets.

In the first half of 2019, the Group's net cash inflow from
financing activities was RMB2,727.6 million, representing
a change of RMB2,802.8 million as compared with the
net cash outflow of RMB75.2 million for the corresponding
period of 2018. The change was mainly due to the

proceeds from bank loans and issuance of convertible

bonds.

Bank Loans

As at 30 June 2019, the Group's bank loan balance was
RMB356.2 million, representing an increase of RMB302.8
million as compared with 31 December 2018. The Group
is in good liquidity position with sufficient funding and has
no repayment risk. All bank loans of the Group are loans

denominated in RMB and borrowed from domestic banks in

the PRC.

Capital Structure

As at 30 June 2019, the Group's fotal equity atfributable
fo equity shareholders of the Company amounted to
RMB4,062.4 million, representing an increase of
RMB628.4 million as compared to RMB3,434.0 million as
af 31 December 2018. The increase was mainly due fo the
increase in net assefs resuliing from the increase in operating

profit.

YICHANG HEC CHANGJIANG PHARMACEUTICAL CO.,
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Capital Expenditure

On 25 February 2019, in order to further increase the
production capacity of the Company and fo ensure its
production capacity for launching subsequent reserve
products, the Company intended to use its internal
funds to increase capital in its wholly-owned subsidiary,
Yichang HEC Pharmaceutical Manufacturing Co., ltd.
("Yichang HEC Pharmaceutical’) by RMB590
million for the production and operation facilities of Yichang
HEC Pharmaceutical (“Capital Increase”). Upon the
completion of Capital Increase, the registered capital
of Yichang HEC Pharmaceutical will become RMB620
million. For details, please refer to the announcement of the
Company dated 25 February 2019. In addition, in order
fo enrich its product porifolio, the Company has purchased
from Sunshine Lake Pharma the intellectual property rights,
industrial property rights and ownership rights in relafion to
cerfain pharmaceutical products within China (as mentioned
in Major Purchase and Sales below). For the six months
ended 30 June 2019, the capital expenditure of the Group
was RMBT,169.3 million in fofal, representing an increase
of RMB731.3 million as compared with the corresponding
period of 2018.

Major Purchase and Sales

On 25 February 2019, the Company entered info
an acquisition agreement with Sunshine Lake Pharma,
pursuant to which the Company will acquire the
intellectual property rights, industrial property rights
and ownership rights in relation to 27 pharmaceutical
products within China held by Sunshine Lake Pharma at
a total consideration of RMB1,626,434,600, which
comprised a prepayment of RMB813,217,300, milesfone
payments of RMB325,286,900 and balance amounts
of RMB487,930,400. The acquisition was approved
by the independent shareholders of the Company at the
extraordinary general meeting of the Company held on 10
May 2019. For defails, please refer to the announcements
of the Company dated 25 February 2019 and 10 May
2019 and the circular of the Company dated @ April 2019.
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10.

11.

12.

Contingent Liabilities
As at 30 June 2019, the Group did not provide any

external guarantees.

Pledge of the Group’s Assets
As af 30 June 2019, except bills receivable required to
secure cerfain bank loans, the Group had no other pledged

assets.

Foreign Exchange and Exchange Rate Risk

The Group's business mainly operates in the PRC. Other
than the convertible bonds and bank deposits denominated
in foreign currencies, the Group does not have any other

material direct exposure fo foreign exchange fluctuations.

Employee and Remuneration Policies

As at 30 June 2019, the Group has a total of 4,595
employees. The sfaff costs, including directors’ emoluments
but excluding any confributions fo pension scheme, were
approximately RMB356.6 million for the six months ended
30 June 2019. The objective of the Group's remuneration
policy is to motivate and refain talented employees to
achieve the Group's long-term corporate goals and
objectives. The Group's employee remuneration policy
is determined by taking into account factors such as the
overall remuneration standard in the indusiry and employee's
performance. The management reviews the Group's
employee remuneration policy and arrangements on a
regular basis. Moreover, social insurance contributions are
made by the Group for its PRC employees in accordance

with the relevant PRC regulations.

Hedging Activities
During the six months ended 30 June 2019, the Group did
not enter info any hedging fransactfions in respect of foreign

currency risk or inferest rate risk.

Future Plans for,Material Investments or Capital
Expenditure

Except for the investment and capital expenditure stated
elsewhere in this report, as of the date of this report, the
Group did not have any plans for material investments or

capital expenditure.
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V. OTHER SIGNIFICANT EVENTS

1.

Passing of Consistency Evaluation for Oseltamivir
Phosphate

During the Reporting Period, the Company’s oseltamivir
phosphate capsule (75mg) has been granted approval by
the National Medical Products Administration for passing
the quality and efficacy consistency evaluation of generic

drugs. For details, please refer to the announcement of the

Company dated 20 February 2019.

Completion of the Issue of USD400,000,000
3.0% H Share Convertible Bonds to The
Blackstone Group L.P. and its affiliates

On 14 August 2018, the Company entered into a
subscription agreement [the "Subscription Agreement’)
with certain entifies ultimately controlled by The Blackstone
Group LP. [the "Blackstone Fund SPVs"), pursuant fo
which, the Blackstone Fund SPVs have conditionally agreed
fo subscribe for, and the Company has conditionally agreed
fo issue, the H share convertible bonds with an aggregate
principal amount of USD400,000,000 (the "H Share
Convertible Bonds').

The H Share Convertible Bonds, which bear inferest at the
rafe of 3.0% per annum and may be converted af the initial
conversion price of HKD38 (which is subject to adjustment)
per share info 82,631,578 conversion shares (assuming full
conversion of the H Share Convertible Bonds), representing
approximately 18.41% of the exisfing issued share capital of
the Company as at the date of this report and approximately
15.55% of the tofal issued share capital as enlarged by the
issue of the conversion shares.

The proceeds from the issue of the H Share Convertible
Bonds are intended to be used for the purposes of the
acquisition of drugs and other pharmaceutical products
(including active pharmaceutical ingredients), capital
expenditure on production facilities, expansion of sales and
disfribution networks and other purposes subject fo the prior
written consent of the subscriber.

i HttEKRSER
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The issue of H Share Convertible Bonds represents an
excellent opportunity for the Company to embrace market
opportunities and enhance its market positions in the
pharmaceutical industry. At the same time, the Group plans
fo fap this opportunity fo infroduce The Blackstone Group
L.P. and its affiliates as a long-term strategic investor to
help the Company carry out drug acquisitions, advance
its development strategy, operation and management,
strengthen international cooperation, and improve corporate
governance and investor relations.

During the Reporting Period, all the conditions precedent for
the issue and subscription of the H Share Convertible Bonds
under the Subscription Agreement have been fulfilled and
that completion took place on 20 February 2019.

On 20 February 2019, the Company issued a franche
of 1,600 H Share Convertible Bonds with an aggregate
principal amount of USD400,000,000. Each has a face
value of USD250,000. The Company has received the nef
proceeds from the issue of the H Share Convertible Bonds,
after deduction of expenses payable in connection with the
issue of the H Share Convertible Bonds, of approximately
USD396.44 million, with net proceeds from each of the
H Share Convertible Bonds amounting to approximately

usb247,778.
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As of 30 June 2019, the use of proceeds from the H Share HE-_Z—HhEA=18  HR&E
Convertible Bonds is as follows: BRESAEFRENERBERAT

Remaining net proceeds
Percentage of net proceeds to be utilized for such item

Items to be utilized for such item (USD million)
ERZEEBAZ
ERHRZIREEAZ FERFT SR
HH JPREESREN C A= o (BB%n)
(i) For the acquisition of drugs and other 60% - 70% 162.78

pharmaceutical products (including
active pharmaceutical ingredients)

PR Us R 22 o A EL D B B EE

(BREREEE)
(ii) For capital expenditure on production 20% — 30% 46.51
facilities
RIEEEREE AR H
(iii) For the expansion of sales and distribution  10% — 20% 23.25

networks and other purposes

FARIEA S E AR SH A A%

AR E A B

Tofal 100% 234.54

“aEt
The remaining fotal net proceeds is calculated based on the T B PSSR F R R PRS FORF
fotal net proceeds (i.e. USD396.44 million) after deduction FE(AN396.44 B EZEIT)REEBAMER
of the utilized net proceeds [i.e. USD161.90 million). The EFFE(BN161 Q0BEETL)FE - AR
Company intended fo utilize as per the proposed allocation RELEZE SRS NERNFER
and expected fo use all the remaining net proceeds within B BE—S—NFREBRAIE M
2019. No conversion rights under the H Share Convertible FHIEFE - RAPHHEAH - HE
Bonds were exercised as af the date of this interim report. HAR PR (B 2518 T R BRI {0 -
Details of the H Share Convertible Bonds were disclosed BRAHRAIERES 2 HFBERARAIH
in the announcements of the Company dated 14 August HRAZZE-N\FNAA+TEA - ZF—N
2018, 15 October 2018 and 20 February 2019 and the F+ATRBE=ZZE—NF=-A=+H
circular of the Company dated 11 September 2018. ZRERRRARBRAR-Z—-NFNA

T—HZBRAWE -
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3. Repurchase of H Shares of the Company (“H
Shares”)
The Company has repurchased H Shares 10 times
since 7 May 2019 and up till 6 June 2019. Details of
the repurchases conducted were set out in the next day
disclosure returns of the Company published on 7 May
2019, 8 May 2019, @ May 2019, 14 May 2019, 17
May 2019, 20 May 2019, 21 May 2019, 22 May
2019, 23 May 2019 and 6 June 2019, respeciively.

VILEVENTS AFTER REPORTING
PERIOD

Except the events mentioned below, there are no significant events
subsequent to 30 June 2019 that have material impact on the
Group's operating and financial performance as at the date of this

report.

1. Acquisition of HEC Biological Pharmacy Co.
(“HEC Biological Pharmacy Co.”)
On 12 September 2019, the Company entered info the
equity transfer agreement with Shenzhen HEC Industrial
Development Co., lid. ("Shenzhen HEC Industrial’),
pursuant fo which the Company agreed fo acquire, and
Shenzhen HEC Industrial agreed to dispose of, the entire
equity inferests in HEC Biological Pharmacy Co. af a tofal
consideration of RMB78,161,200. For details, please refer
fo the announcement of the Company dated 12 September

2019.

2. Cancellation of Repurchased H Shares
On 16 July 2019, the Company cancelled 3,202,800
repurchased H Shares. For details, please refer fo the
announcement of the Company dated 16 July 2019. As
at the date of this report, the total number of issued shares
of the Company is 448,820,050 (which comprises
222,620,050 H Shares and 226,200,000 domestic

shares).

3. BEARATHRKRRS (HE )
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FRA++EH —ZE—hAFRA=-T
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—hFRA-+=-B  —Z—AFAHA
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DHAFETERE

N BERRER
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=HRRYBEFMERETEMSEAEER
AIERMZLERMBRIVERERTE -

1. BWRBERRGAENREBRA
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Y RBAEEERERAE (RN
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BHREAAR?S8,161,2007T - FIEH
SUARRBHAR-Z-NAFAA+T=
SPAN

2. FHECBEHR

RZF—AFELA+TRE - ADAEH
E B # 3,202, 8008 HE - H 1AL
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AzAk - MARERE  ARFE
TR 1D 48 8 R 448,820,050 8% (R1F
222,620,050 8% H & F 226,200,000
NERK) °
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3. Establishment of Joint Venture

On 24 July 2019, the Company entered info the capifal
confribution agreement with Yidu Guijun Pharmaceufical
Technology Co., Ltd. (H#EHBERFARAT) to
jointly establish YiChang HEC Pharmaceutical Technology
Marketing Services Co., lid. (B & &5 B 2R E
R BRE AT ('YiChang Marketing’) with a fofal
registered capital of RMB50 million. According to the
capifal confribution agreement, the Company agreed to
confribute RMB46.50 million in cash, representing 93%
of the tofal registered capifal of YiChang Marketing. After
the establishment of YiChang Marketing, it will become a
subsidiary of the Company. For defails, please refer to the
announcement of the Company dated 24 July 2019.

VILBUSINESS PROSPECTS OF THE

GROUP OF THE SECOND HALF OF
THE YEAR

Following the progressive implementation of various policies such
as the Consistency Evaluation and centralized procurement, the
pharmaceutical industry in China is exposed to unprecedented
transformation and integration. The redistribution of medical
resources and the supply-side reforms have promoted the survival
of the fittest among the pharmaceutical enterprises. Meanwhile,
abundant room for development are seen among outstanding
pharmaceutical enferprises.

The year of 2019 serves as the Group's first step towards its
achievement of leapfrog development. The sustained high-
speed growth of the revenue from core product Kewei will lay o
foundation for the Group's steady growth in the short fo medium-
ferm results. The successive completion of the evaluation process
of a fotal of 33 generic drugs acquired recently will expand the
Group's product portfolio and optimize the Group's revenue
structure af the same time. Along with the submission and approval
of insulin products and antihepatitis C drugs, the therapeutic areas
covered by the Group will be further diversified, which will also
generate a driving force for the Group's medium and longferm
development.

Llooking into the second half of 2019, the Group will continue
promoting R&D innovation, enriching product portfolio, enhancing
production management capabilities to ensure high quality of
products and improving the establishment of sales teams, as well
as fully utilizing academic promotion advantages and enhancing
coverage level in medical institufions in all categories to achieve
stable and longferm development in the future.

MANAGEMENT DISCUSSION AND ANALYSIS & I8 & 515w & 73 i
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MANAGEMENT DISCUSSION AND ANALYSIS & I8 & 515 & 73 A

Vi.USE OF PROCEEDS

1.

Proceeds from the Global Offering
According to the final results of the Global Offering, the nef

proceeds raised from the Global Offering are approximately

HK$1,307.5 million (approximately RMB1,095.4 million).

In view of the relatively low interests rate on deposits and in
order to enhance the efficiency of use of the net proceeds
from the Global Offering and avoid exchange loss, based
on the latest consfruction budget for the new oral formulation
production plant and new insulin production plant, the Board
resolved on 22 December 2017 o reallocate the unutilised
net proceeds originally allocated fo (i) new oral formulation
production plant and (i) promotional and marketing activities
of approximately RMBZ701.4 million for (i) the new insulin
production plant and (ii] working capital and general
corporate purposes, including the payment of the patent
royalties in connection with oseltamivir phosphate and cash
dividends to the Shareholders.

As at 30 June 2019, defails of utilization of the net proceeds

raised from the Global Offering are as follows:

Revised allocation

N FTBREAR
1.

EHBEMENE
REEHEERKER  2HRBESSR
BeFRHAEE 307 5BBT(HWAR
1,095 4AEBTT) ©

ERTFRFERERIE - BiRADIRE
SRS FRIBFEER (8 AR [ e TE
B8 - ERRFHOH O REBILE TR
MFBEEEAEIRNIERE  £5
eR-_E—t+E+ A+ -BREH
M S B AE BRI OREE £ET
R B (i) HE FE R & SHDE B ) R B R FIT
BREFENARE70) A5 B LETT
EFOR  ARIERFTRSEEET
BRkli|lgEEeRh—REERR - B1F
XA BB B Rl R BRI AR A
FRABRBRRINSHFE -

RZZB-NFERA=+TH  2XBEMH
BHIEFROERFTNT

Utilized amount as

of use of net proceeds at 30 June 2019

(Approximate (Approximate

RMB million) RMB million)

R=F—-N%F

FR8RRIBFE ARA=1H

RBENRET E MNEBAEHE

(WARMEER) (WARMEER)

New oral formulation production plant 7 AR RLE 4 2 T & 300.00 270.51

New insulin production plant EEEEETH 328.70 328.55

Promotional and marketing activities HERE TS 136.10 136.06
Working capital and general HEEeR—M®

corporate purposes hER®E 330.60 310.27

Total #et 1,095.40 1,045.39

Net proceeds from the Global Offering are expected fo be
used up within 2019.

YICHANG HEC CHANGJIANG PHARMACEUTICAL CO.,
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Completion of the Issue of USD400,000,000
3.0% H Share Convertible Bonds to The
Blackstone Group L.P. and its affiliates

On 14 August 2018, the Company entered into the
Subscription Agreement with the Blackstone Fund SPVs,
pursuant fo which, the Blackstone Fund SPVs have
condifionally agreed to subscribe for, and the Company
has conditionally agreed to issue, the H Share Convertible

Bonds.

The H Share Convertible Bonds, which bear inferest at the
rate of 3.0% per annum and may be converted at the initial
conversion price of HKD38 (which is subject fo adjusiment)
per share info 82,631,578 conversion shares (assuming full
conversion of the H Share Convertible Bonds), representing
approximately 18.41% of the exisfing issued share capital of
the Company as at the date of this report and approximately
15.55% of the tofal issued share capital as enlarged by the
issue of the conversion shares.

The proceeds from the issue of the H Share Convertible
Bonds are intended to be used for the purposes of the
acquisition of drugs and other pharmaceutical products
(including active pharmaceutical ingredients), capital
expenditure on production faciliies, expansion of sales and
distribution networks and other purposes subject fo the prior
written consent of the subscriber.

The issue of H Share Convertible Bonds represents an
excellent opportunity for the Company to embrace market
opportunities and enhance its market positions in the
pharmaceutical industry. At the same time, the Group plans
fo fap this opportunity fo infroduce The Blackstone Group
L.P. and its offiliates as a long-term strategic invesfor fo
help the Company carry out drug acquisitions, advance
its development strategy, operation and management,
strengthen international cooperation, and improve corporate
governance and investor relations.

During the Reporting Period, all the conditions precedent for
the issue and subscription of the H Share Convertible Bonds
under the Subscription Agreement have been fulfilled and
that completion took place on 20 February 2019.

MANAGEMENT DISCUSSION AND ANALYSIS & I8 & 515w & 73 i
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On 20 February 2019, the Company issued a tranche
of 1,600 H Share Convertible Bonds with an aggregate
principal amount of USD400,000,000. Each has a face
value of USD250,000. The Company has received the net
proceeds from the issue of the H Share Convertible Bonds,
after deduction of expenses payable in connection with the
issue of the H Share Convertible Bonds, of approximately
USD396.44 million, with net proceeds from each of the
H Share Convertible Bonds amounting to approximately

usb247,778.

As of 30 June 2019, the use of proceeds from the H Share

Convertible Bonds is as follows:

MANAGEMENT DISCUSSION AND ANALYSIS & I8 & 515 & 73 A

RZEBE-AE-_RA=-+0  AQE#T
131,600 IHR AT8EIRE S - KNe
4 HA400,000,000% 7T - B— 7K
B £250,000E 7T ° AR R E WE| 2%
ITHIR T8I E 5 P15 & © 5 58 (K05
BOTHR A EIRESEEENERRZ)D
B30 A4EEETT - B—HHR R
BHEFTSFEEL) B247 778%TT °

BE-F—AFAA=TAH  HRTH
IS B AR

Remaining net proceeds

Percentage of net proceeds to be utilized for such item

Items to be utilized for such item (USD million)
BRZEEBAZ
ERHRZIREEAZ FIERFTSFORFE
HH FREREFREZBTHL (BB%n)
(i) For the acquisition of drugs and other 60% - 70% 162.78

pharmaceutical products (including
active pharmaceutical ingredients)

PR Ui B 255 o A LA R B E
(BRERFEE)

(ii) For capital expenditure on production 20% — 30%

facilities

RFEEREEAR H

i} Forthe expansion of sales and distribution  10% — 20%

networks and other purposes
PR $H & IS SHAB A
AR EoAth B #Y

46.51

23.25

Total 100%
et

234.54

The remaining fotal net proceeds is calculated based on the
fotal net proceeds (i.e. USD396.44 million) after deduction
of the utilized net proceeds [i.e. USD161.90 million). The
Company intended fo utilize as per the proposed allocation
and expected fo use all the remaining net proceeds within
2019. No conversion rights under the H Share Convertible
Bonds were exercised as af the date of this interim report.

Defails of the H Share Convertible Bonds were disclosed
in the announcements of the Company dated 14 August
2018, 15 October 2018 and 20 February 2019 and the
circular of the Company dated 11 September 2018.

RIGR AP 1S TR F R IR B PRI SR
B (396 44 B EXTT)RE B AATER
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AEAZZED BT AR AER
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EEHBR T ERES 2 FBERARE A
HA-ZT—-—NFNA+IHHE —ZF—N
F+A+HEAR-_E-AE_A=-+H
ZRAERAARBEHAE-_T—N\FNA
F+—AZBEHAEE -

YICHANG HEC CHANGJIANG PHARMACEUTICAL CO., LTD. EERB AR ITIEXRHERA A



CORPORATE GOVERNANCE AND OTHER INFORMATION

A R

BoRLEME R

COMPLIANCE WITH CORPORATE
GOVERNANCE CODE

As a company listed on the Stock Exchange, the Company always
strives to maintain a high level of corporate governance and has
complied with all code provisions as set out in the Corporate
Governance Code contained in Appendix 14 fo the Rules Governing
the Listing of Securities on the Stock Exchange (the “Listing Rules”) for
the six months ended 30 June 2019.

COMPLIANCE WITH CODE FOR
SECURITIES TRANSACTIONS

The Company has adopted the Model Code for Securifies Transactions
by Directors of Listed Issuers (the “Model Code”) set out in Appendix
10 of the Listing Rules as the code of conduct regarding securities
transactions of the Company by the direciors (the "Director(s)’) and
supervisors of the Company. Upon making specific enquiries to all of
the Directors and supervisors of the Company, each of the Directors and
supervisors of the Company confirmed that during the six months ended
30 June 2019, each of the Directors and supervisors of the Company
had fully complied with the required standards set out in the Model
Code.

AUDIT COMMITTEE

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

The Audit Commitiee of the Company has reviewed the Group's 2019
inferim results announcement, interim report and the unaudited interim
financial statements for the six months ended 30 June 2019 prepared

in accordance with the IFRSs.

SHARE CAPITAL

As of 30 June 2019, the total share capital of the Company was
RMB452,022,850, divided info 452,022,850 shares of RMB1.00
each [including 226,200,000 domestic shares |"Domestic
Share(s)’) and 225,822,850 H Shares ("H Share(s)’).
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CORPORATE GOVERNANCE AND OTHER INFORMATION 123 & A & H Ath & L

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

As at 30 June 2019, 1o the knowledge of the Direcors, the following
Directors, supervisors and chief executive of the Company had interests
or short positions in the Shares, underlying shares or debentures of the
Company and any of ifs associated corporations (within the meaning of
Part XV of the SFO), which were required fo be nofified to the Company
and the Stock Exchange pursuant fo Divisions 7 and 8 of Part XV of
the SFO (including those taken or deemed as their inferests and short
position in accordance with such provisions of the SFO), or which
were required, pursuant fo section 352 of the SFO, to be entered in
the register kept by the Company referred fo therein, or which were
required, pursuant to the Model Code, to be nofified to the Company
and the Stock Exchange were as follows:

BE -EENBETHRAEER
7 HERTRERETFREEW
ERMRE

RZZE-NAFRA=+H  gLEEHMA - THE
E EENARARSTRABEARRRAEME
I REOEE (EE R E S ME GRPIEXVED) # ik
o - AR RERETHEAARBRESFRPEK
WIJ%X\/*B%7&%8"*B%DA7T" & R Bk 32 P ey

?(@?ﬁﬁ*ﬁﬂ%ﬁ#&ﬁﬁﬁﬂﬂﬁﬂE’JE%%%E;E
?BZ Ei%ﬁﬁ%ﬁﬂﬂié* KR - HARIER S
KHIE 155 352%%@7\%5@ GBI Pt AR A R A7
ENELMARER AR - SARBRETRIA
SARTE MR R SORR

Number of Approximate Approximate
shares/ percentage of percentage of
underlying shares  relevant class of total issued
Name Types of Shares Capacity held (shares) share capital share capital
BERH/ HRERRAN BRTRFEEN
®E itk Fl] 51 HERAHE (R) B E 2 (%) BRE D (%)
Directors £%
TANG Xinfa H Shares Beneficial owner 65,200l) 0.029% 0.014%
ik Hi% ERBEBA
CHEN Yangui H Shares Beneficial owner 33,200 (1) 0.015% 0.007%
B Hi& BRERA
LI Shuang H Shares Beneficial owner 33,400 () 0.015% 0.007%
T3k HE ERBEBA
WANG Danjin H Shares Beneficial owner 33,600 (1) 0.015% 0.007%
Tz Hi% ERBEBA
JIANG Juncai H Shares Beneficial owner 33,400 (1) 0.015% 0.007%
BHr Hi& BRERAA
Supervisors &=
WANG Shengchao H Shares Beneficial owner 16,000 (1 0.007% 0.004%
TH@ HE& ERBEEA
LUO Zhonghua H Shares Beneficial owner 33,400 (I 0.015% 0.007%
BERE Hi% ERBEBA
(L) = Llong position ) —2F=

The calculation is based on the total number of 452,022,850 shares in issue of the
Company as at 30 June 2019, comprising 226,200,000 Domestic Shares and
225,822,850 H Shares.
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CORPORATE GOVERNANCE AND OTHER INFORMATION 12 &6 & HE & £

Save as disclosed above, as at 30 June 2019, to the knowledge
of the Directors, none of the Directors, supervisors or chief executive
of the Company had any inferests or short positions in the shares,
underlying shares or debentures of the Company or any of its associated
corporations [within the meaning of Part XV of the Securities and Futures
Ordinance [the "SFO")) which were required to be nofified to the
Company and the Stock Exchange pursuant fo Divisions 7 and 8 of Part
XV of the SFO (including those taken or deemed as their inferest and/or
short position in accordance with such provisions of the SFO), or which
were required, pursuant fo section 352 of the SFO, to be entered in
the register kept by the Company referred fo therein, or which were
required, pursuant to the Model Code, to be nofified to the Company
and the Stock Exchange.

Substantial Shareholders’ Interests in Shares

As at 30 June 2019, 1o the knowledge of the Directors, the persons
[other than the Directors, supervisors or chief executive of the Company)
who have an inferest or short position in the shares or underlying shares
of the Company which would fall to be disclosed to the Company
pursuant to Divisions 2 and 3 of Part XV of the SFO and as recorded in
the register required fo be kept by the Company under section 336 of

the SFO were as follows:

B EXFTREEN R-TB-NFAA=TH " &
BEEMA BEEE  ARAAEFHAKSTHRAR
RAR R REEMEREE (EE RES RS F
BI(T B2 RIEHERE ) EXVER) BB ~ BRI
SHEEETHEBRIEES KPR GOIFEXVEEE
KFEDEHMEARRA LB AR ERIORE (B
REBEESFMEERIINZERERR AR
BEMOER R SRR - HBEREESRE K
{5155 352G AB BIRHIFTRF ER AR AIMERD
MrmEmzlRE - KARBEETIMNERATE
RIS s R

FERRNRMD AR
RoB-NFRASHE  HEEHM - THAL
(B% - ARAFEFRBBTRABRIRALA
B SARBRAR (3P S B R I A B eIV
BEREIDHBAARARBORBLAR - R
IR K B (7125 B3O MR A A T
Meom s

Number of
Number of underlying
shares/ shares held Approximate  Approximate
underlying underequity  percentage of  percentage of
Types of shares held derivatives  relevant class of total issued
Name of Shareholders Shares Capacity (shares) (shares) share capital share capital
RERB,/  URAIEIR  AEERRAN ERORTAEN
BEROHE KEREROHA BREDL BRES
RRER Rt &R at (&) (&) (%) (%)
CGuangdong HEC Technology Holding Co., lid. ~ Domestic Shares  Beneficial owner 226,200,000 - 100% (1) 50.04% 1l
BRRGH B ERRAERAT &R ERHAA
Shenzhen HEC Industrial Development Co., lid.2 Domesfic Shares ~ Inferest in confrolled 226,200,000 {1 - 100% (1) 50.04% (1)
MITRGREERRERAA" HER corporafion
R AR S
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Number of
Number of underlying
shares/ shares held Approximate ~ Approximate
underlying underequity  percentage of  percentage of
Types of shares held derivatives  relevant class of total issued
Name of Shareholders Shares Capacity (shares) (shares) share capital share capital
BERS,/  HRATEIAR  HAEERRAN ERORALEN
HRRAME HERERGEE R BHEDL
RRER Ry ER at (R) (R) (%) (%)
Shaoguan Xinyuneng Industrial Invesiment Domestic Shares  Interest in controlled 226,200,000 () - 100% (U 50.04% (1)
Company limited 2 &R corporation
FETEREERAERA REH AR R
Ruyuan Yoo Autonomous County Yuneng Electric - Domestic Shores  Inferest in confrolled 226,200,000 - 100% (l) 50.04% (1)
Industrial Co., lid.2 NER corporation
RERE GRS TERBRARD Rt AR R
Ruyuan Yao Autonomous County Xinjing Domestic Shares  Interest in controlled 226,200,000 () - 100% (1) 50.04% (1)
Technology Development Co., Lid.2 MER corporation
ARRIRE RGN AR HERARAR? RiEEERER
Mr. Zhang Zhongneng® Domestic Shares  Interest in controlled 226,200,000 () - 100% (U 50.04% (1)
KPR WER corporation
REH AR R
Ms. Guo Meilan? Domesfic Shares  Interest in controlled 226,200,000 - 100% (1 50.04% (1
Bl e ME R corporction
Rt AR R
North & South Brother Pharmacy Invesiment H Shares Beneficial owner 81,456,400 (I - 36.07%|l) 18.02% ()
Company Limited H ERREA
AR EEREBRAT
H Shares Beneficial owner 75,000,000 (S} - 33.21%19) 16.59% (9)
Hik ERBEAA
North & South Brother Investment H Shares Interest in confrolled 81,456,400 () - 36.07%|l) 18.02% ()
Holdings Limited® Hik corporction
R EERER
H Shares Interest in controlled 75,000,000 (9) - 33.21%19) 16.59%(9)
Hitx corporation
R AR R
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Number of
Number of underlying
shares/ shares held Approximate ~ Approximate
underlying underequity  percentage of  percentage of
Types of shares held derivatives  relevant class of total issued
Name of Shareholders Shares Capacity (shares) (shares) share capital share capital
BERS,/  HRAEIR HEERRAN CRTRFEEN
HRRAHE HERERGEE R BHEA
RRE#R R ER & (R) (R) (%) (%)
Mr. MO Kit H Shares Inferest in controlled 81,456,400 () - 36.07% () 18.02% (1
S ey Hi Corporation
REH AR R
H Shares Interest in confrolled 75,000,000 (9) - 33.21%(9) 16.59%(9)
Hitt corporction
Rt AR R
Sanxing Electiic [Hong Kong| Company Limited H Shares Beneficial owner 13,480,400 () - 597% ) 2.98% (1
Hik ERBAA
Ningbo Sanxing Medical Electic Co., lid ¢ H Shares Interest in controlled 13,480,400 (1 - 597%l) 2.98% ()
H corporafion
R EE R
AUX Holdings Co., lid.¢ H Shares Inferest in controlled 13,480,400 () - 597% ) 2.98% (1)
Hi& corporcion
REH AR R
Mr. ZHENG Jionjiang® H Shares Interest in controlled 13,480,400 (1 - 5.97%l) 2.98% ()
LIPSID Hi corporation
Rt AR R
Ms. HE Yiv’ H Shares Interest in controlled 13,480,400 (1 - 597%l) 2.98% ()
fIEgRt’ Hil corpordion
R EERER
R R ERER A EEAR A H Shares Other 11,705,490 (I - 5.18%() 2.59% (1)
Hi& Eft
China Intemational Copital Corporation Limited® ~ H Shares Inferest in controlled 11,705,490 () = 5.18%l) 2.59% ()
EER SRR AR AR Hi corporafion
REH AR R
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Number of
Number of underlying
shares/ shares held Approximate ~ Approximate
underlying underequity  percentage of  percentage of
Types of shares held derivatives  relevant class of total issued
Name of Shareholders Shares Capacity (shares) (shares) share capital share capital
RERG,/  URAIEIR  BEERRAN ERORTLEN
RERGBE HERBERGEE BHEDL CEERI
RREH BReER at (&) (&) (%) (%)
Stephen A. SCHWARZMAN® H Shares Interest in controlled - 82,631,578 ) 36.59%|l) 18.28% ()
Hitx corporation
S IVAE
The Blackstone Group L.P.? H Shares Interest in confrolled - 82,631,578 ) 36.59%|l) 18.28% ()
Hitt corporction
R AR
Blackstone Dawn Pee. lid.? H Shares Beneficial owner - 80,978,946 (1) 35.86% |l) 17.91% (1
Hik ERHEAA
Pacific Asset Management Co., Lid. H Shares Investment manager 15,894,400 () - 7.04% 3.52%
Hik BRI
(L) - Long position (L) —4F2&
[S) = Short position (S) —#%7=

The calculation is based on the total number of 452,022,850 shares in
issue of the Company as at 30 June 2019, comprising 226,200,000
Domestic Shares and 225,822,850 H Shares.
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Notes:

Mr. Tang Xinfa is a director of Shenzhen HEC Industrial Development Co., Lid..

The shareholding information of the shareholders of the Company as at 30 June
2019 are based on the information recorded in the register required fo be kept by
the Company under secfion 352 of the SFO.

As at 30 June 2019, Shenzhen HEC Industrial Development Co., lid. owned
27.97% equity interest in Guangdong HEC Technology Holding Co., Lid., therefore
Shenzhen HEC Industrial Development Co., lid. is deemed fo be inferested in the
Shares held by Guangdong HEC Technology Holding Co., Lid..

Ruyuan Yao Autonomous County Yuneng Electric Industrial Co., Lid. owned 42.34%
equity interest in Shenzhen HEC Industrial Development Co., Lid. and 58% equity
inferest in Shaoguan Xinyuneng Industrial Investment Company Limited, which owned
27.00% equity inferest in Shenzhen HEC Industrial Development Co., lid., therefore
Ruyuan Yao Autonomous County Yuneng Electric Industrial Co., lid. is deemed
fo be interested in the Shares which are interested by Shenzhen HEC Industrial
Development Co., lid..

Ruyuan Yao Autonomous County Xinjing Technology Development Co., ltd. owned
30.66% equily inferest in Shenzhen HEC Industrial Development Co., lid. and 42%
equily interest in Shaoguan Xinyuneng Indusirial Investment Company Limited, which
owned 27.00% equily interest in Shenzhen HEC Industrial Development Co., lid.,
therefore Ruyuan Yao Autonomous County Xinjing Technology Development Co.,
ld. is deemed to be interested in the Shares which are interested by Shenzhen HEC
Industrial Development Co., lid..

As at 30 June 2019, Mr. Zhang Zhongneng (“Mr. Zhang') owned 99.69%
equily inferest in Ruyuan Yao Autonomous County Yuneng Electric Industrial Co., Lid.,
therefore Mr. Zhang is deemed fo be interested in the Shares which are interested by

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

As at 30 June 2019, Ms. Guo Meilan ("Ms. Guo") owned 99.51% equily inferest
in Ruyuan Yao Autonomous County Xinjing Technology Development Co., lid.,
therefore Ms. Guo is deemed 1o be interested in the Shares which are interested by
Ruyuan Yao Autonomous County Xinjing Technology Development Co., Lid.. Ms.
Guo is the spouse of Mr. Zhang and is deemed to be interested in the Shares which
are inferested by Mr. Zhang under the SFO.
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5. As af 30 June 2019, North & South Brother Investment Holdings Limited owned
100% equity interest in North & South Brother Pharmacy Invesiment Company Limited
and is deemed 1o be inferested in the Shares which are interested by North & South
Brother Pharmacy Invesiment Company Limited. Mr. MO Kit owned 100% equity
inferest in North & South Brother Investment Holdings Limited and therefore, he is
deemed to be inferested in the Shares which are interested by North & South Brother

Investment Holdings Limited.

6. As af 30 June 2019, Ningbo Sanxing Medical Electric Co., ltd. owned 100%
equily inferest in Sanxing Electric (Hong Kong) Company Limited and is deemed
fo be interested in the Shares which are interested by Sanxing Electric (Hong
Kong) Company Limited. AUX Holdings Co., lid. and Mr. Zheng Jianjiang owned
32.08% and 16.47% equity interest in Ningbo Sanxing Medical Electric Co., lid.

respectively.

Mr. Zheng Jianjiang owned 85% equity inferest in Ningbo Yuanhe Electronics
Technology Co., lid and owned 85% equily interest in Ningbo Yuanxing Industrial
Investments Co., ld. Also, Ningbo Yuanhe Electronics Technology Co., Lid and
Ningbo Yuanxing Indusfrial Investments Co., Lid owned 35% and 65% equity interest
in AUX Holdings Co., lid. respectively. Therefore, AUX Holdings Co., lid. and Mr.
Zheng Jianjiang are deemed fo be interested in Shares which are interested by

Ningbo Sanxing Medical Electric Co., Lid.

7. As at 30 June 2019, Ms. He Yiju is the spouse of Mr. Zheng Jianjiang and is
deemed 1o be interested in the Shares which are inferested by Mr. Zheng Jianjiang
under the SFO.

8. As at 30 June 2019, China Infernational Capital Corporation Limited owned 100%
equily inferest in R EEIEEIZAERBRAF and is deemed fo be inferested
in the Shares which are interested by & BRI EE BB R A A

Q. This represents the Shares to be issued upon the exercise of the conversion right
attached to the H Share convertible bonds, which price being initially HK$38 per H
Share, subject to adjustment. Stephen A. SCHWARZMAN through The Blackstone
Group L.P. and its directly and indirectly controlled entities are deemed to be
interested in the unlisted derivatives— convertible instruments of which 80,978,946
Shares held by Blackstone Dawn Pte. Lid., 464,803 Shares held by Blacksfone
Dawn Holdings ESC (Cayman| lid. and 1,187,829 Shares held by BCP VIl Dawn
ESC (Cayman) NQ lid.

Save as disclosed above, as at 30 June 2019, the Directors are not
aware of any interests or short positions owned by any persons (other
than the Directors, supervisors or chief executive of the Company) in
the Shares or underlying shares of the Company which are required to
be disclosed to the Company pursuant fo Divisions 2 and 3 of Part XV
of the SFO, or which are required to be recorded in the register of the

Company required fo be kept under section 336 of the SFO.

YICHANG HEC CHANGJIANG PHARMACEUTICAL CO.,
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PURCHASE, SALE OR REDEMPTION
OF LISTED SECURITIES OF THE
COMPANY

During the six months ended 30 June 2019, the Company repurchased
a tofal of 3,202,800 H Shares on the Stock Exchange at an aggregate
cash consideration of HK$119,022,882 (excluding expenses).

Particulars of the repurchases are as follows:

Total number

BE - HEIMEEADN L

REBE_Z-AFRAA=Z+THILRER  KAA7A
B R P HE B 4851 3,202, 800A% HL - IR S KB
(TB#ERAX)/119,022,8828 T - F@EL 2
5T

Price paid per share

of H Shares
repurchased ENER 2R Aggregate
Period of EBEHR Highest Lowest consideration
repurchase LAEE ]S BEE &S RIE BRE
HK$ HK$ HK$
BT BT BT
May 2019 —ZE-NFhA 3,024,400 39.05 35.95 112,696,362
June 2019 —E-NEFERA 178,400 35.70 35.25 6,326,520
3,202,800 119,022,882

Saved as disclosed herein, from 30 June 2019 up fo the date of
this report, no repurchase of Shares (whether on the Stock Exchange
or otherwise] had been made by the Company. The repurchased H
Shares were cancelled on 16 July 2019.

Save as disclosed above, neither the Company nor any of its
subsidiaries had purchased, sold or redeemed any of the listed
securities of the Company during the six months ended 30 June

2019.

BARBEMWEEIN B -ZE-NFRA=THE
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PLEDGING OF SHARES BY THE
CONTROLLING SHAREHOLDER

The controlling shareholder of the Company didn't pledge any of its
shares in the Company 1o secure the Company's debts or to secure

guarantees or other support of the Company’s obligations during the six

months ended 30 June 2019.

LOAN AGREEMENTS OR FINANCIAL
ASSISTANCE OF THE COMPANY

The Company didn't provide any financial assistance nor guarantee
to its offiliated companies during the six months ended 30 June
2019, which would give rise to a disclosure under Rule 13.16 of the
Listing Rules. The Company didn't enfer info any loan agreement with
covenants relating fo specific performance of its controlling shareholder
nor breach the ferms of any loan agreements during the six months
ended 30 June 2019.

SHARE OPTION SCHEME

The Company did not adopt any share option scheme.

INTERIM DIVIDEND

The Board resolved to recommend the payment of interim dividends
of RMB1.0 (tox inclusive) per share for the six months ended 30 June
2019 (the "2019 Interim Dividend") with an aggregate amount
of approximately RMB448.8 million to shareholders of the Company (the
"Shareholders’) whose names are listed on the Company's register
of members as at Tuesday, 22 October 2019, subject to the approval
by the Shareholders af the 2019 third extraordinary general meetfing of
the Company [the "EGM”) to be held on Friday, 11 October 2019.
The 2019 Inferim Dividend will be denominated and declared in RMB.
The Company will pay dividends in respect of domestic shares in
RMB and dividends in respect of H shares in HKD. Once the relevant
resolution is passed at the EGM, the 2019 Inferim Dividend is expected
fo be paid on or around Friday, 15 November 2019.

R R R R AT

BHE_ZT-NAFRNA=THIERER  ARFHER
PR AR R B EVER HRA R A RISERSE
BT ST RAE R R A2 BMERBR LD -

RRTFNE R R & B

BE-_T-AFANA=THILANER AARLE
A ELBSE 8 A R T AR B E AR RIS 13. 161678
TUKBE 2 HHEERRER - BE-—F—NFRA
=+ BIENER - ARRLEERMEAEEZER
RRABITREBEERBERONER B - TEE
AT E SR 5% KO 63K

BT

AN R A8 -

REIE
EXEeRBEARBEBEE_T-NEA=1TH
EAREATHRESRARBIOT(EH) (=%
—hEFBERED TR_ZE-NAF+A=-+=H
(D) BIARRABBRREME AR AR (MK
Rl B2BHARKL48.8BETT  HEFBIERR
ARBER_F-NF+A+—B(ZHR)ETH
—ENFRZRRHERAS ([WERRAE )
LEEORUE - TRMEE - —E-NAFPHRESKEIN
ARBHERTIK - REBRKR S UAAREIRS -
MHERR B A AE TR © 758 BRE RN R
BERAEEBER - —F-NFhHREFEFER =
E-NFT-A+ER(EHR)HAERIKE

YICHANG HEC CHANGJIANG PHARMACEUTICAL CO., LTD. EERB AR ITIEXRHERA A



CORPORATE GOVERNANCE AND OTHER INFORMATION 12 &6 & HE & £

Pursuant fo the Enterprise Income Tax law of the People’s Republic of
China ((FhEARKEMBEDEMERIE) ) and its implementation
rules as well as other relevant provisions, the Company is required
to withhold and pay a 10% enterprise income tax when paying
the proposed 2019 Interim Dividend fo non-residential enterprise
Shareholders listed on the Company's register of members of H shares.
Any H share registered in the name of a non-individual Shareholder,
such as Hong Kong Securities Clearing Company Nominees Limited,
other nominees, trustees, organizations or corporates, will be deemed as
shares held by a nonresidential enterprise Shareholder, and therefore
the enterprise income tax on the receivable dividend in respect of such

shares will be withheld.

According fo the Individual Income Tax law of China (AR
MEIEAFTSFLE) ) and its implementation provisions, the Nofice
Conceming Individual Income Tax on the Dividends, Bonuses that
Foreign Individuals Obtain from Foreign invested Enterprises Issued by
the Ministry of Finance of Hubei Province | Bt 15 875 /@ RARA
HNEEEATESNE R E B R BUS IR B AL P S BUUE A PR B
A% ), the Notice of the State Administration of Taxation on the Issues
Concerning Taxation and Administration of Individual Income Tax After
the Repeal of the Document (Guo Shui Fa [1993] No. 045) (Guo Shui
Han [2011] No. 348) ((EIXBFs# BRAR Bl 319931045573
1 RE IR B RAEAPTS T E A @A) (BHK[2011]3485%))
and other laws and regulations, the Company will withhold and pay
the personal income fax at the tax rate of 10% generally for individual
Shareholders of H shares. For the individual Shareholders of H shares
who are citizens of countries or regions that have entered info a tax
treaty with the PRC with tax rates higher than 10% but lower than 20%,
the Company will withhold the tax at the agreed rates under such
freaties. For the individual Shareholders of H shares who are citizens of
countries or regions without faxation freaties with the PRC, the Company
will withhold the fax at a rate of 20%.
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Pursuant to the requirements under the Nofice on Tax Policies for
ShenzhenHong Kong Stock Connect Pilot Program (Cai Shui [2016]
No. 127) ({ERREBIRE ISR 5 5 5k 5 iS58 5k
RAPBHD (B [2016]127%%)) promulgated by Ministry of Finance
of the PRC, State Administration of Taxation and China Securities
Regulatory Commission on 5 November 20106, for dividends received
by domestic individual investors from investing in H shares listed on the
Stock Exchange through Pilot Program of the ShenzhentHong Kong
Stock Connect ["Shenzhen-Hong Kong Stock Connect’), the
Company shall withhold and pay individual income tax at the rate
of 20% on their behalf in accordance with the register of individual
domestic investor as provided by the China Securities Depository and
Clearing Corporation Limited ("€SDCCL"). For dividends received
by domestic enterprises from investing in H shares listed on the Stock
Exchange through ShenzhenHong Kong Stock Connect, the Company
will not withhold the income tax of dividends for domestic enterprise
investors in accordance with the register of the mainland enterprise
investors as provided by CSDCCL and the tax payable shall be
declared and paid by those domestic enterprise invesfors themselves,
subject to corporate income taxes according fo relevant laws and

regulations or exempt from the corporate income fax.

The aforesaid non-residential enterprise Shareholders and foreign
individual Shareholders may enjoy the concessionary tax rate in
accordance with the relevant provisions of freaties or arangements
for avoidance of double taxation entered into between their country
[region] and PRC, and the No. 60 Announcement in 2015 of the State
Administration of Taxation: Administrative Measures for Nonresidents
fo Enjoy the Treatments of Tax Treaties ((FEE RN A ZZ R
WBEFBEIRIE) ) (the "Measures’) after complefing relevant
procedures. The aforesaid Shareholders shall provide complete
information as required by the Measures to the Company by 30
October 2019. The Company will file tax refumn with competent tax
authority of the place where the Company is located on behalf of such
shareholders, who can enjoy relevant concessionary fax rate upon
approval. The Company assumes no responsibility and disclaims all
liabilities whatsoever in relation fo the fax status or tax freatment of the
Shareholders of H shares of the Company and for any claims arising
from any delay in or inaccurate defermination of the tax status or fax
treatment of the Shareholders of H shares of the Company or any

disputes over the withholding mechanism or arrangements.
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CLOSURE OF REGISTER OF MEMBERS

In order fo ascerfain Shareholders” entiflement o aftend and vote at the
EGM and fo the proposed 2019 Interim Dividend, the H share register
of members of the Company will be closed from Wednesday, 11
September 2019 to Friday, 11 October 2019, (both days inclusive)
and from Thursday, 17 October 2019 to Tuesday, 22 October 2019
(both days inclusive] respectively, during which no transfer of H shares
will be registered. In order to qudlify for attending and voting at the
EGM, all unregistered Shareholders of H shares of the Company shall
lodge transfer documents with the Company’s share registrar in Hong
Kong, Computershare Hong Kong Investor Services Limited, af Shops
17121716, 17th Floor, Hopewell Centre, 183 Queen’s Road East,
Wanchai, Hong Kong for registration before 4:30 p.m. on Tuesday,
10 September 2019. In order to qualify for receiving the proposed
2019 Inferim Dividend (subject to the approval by the Shareholders af
the EGM\|, unregistered Shareholders of H shares of the Company shall
lodge the share transfer documents with the Company's share registrar
in Hong Kong, Computershare Hong Kong Invesfor Services Limited
af the above mentioned address for registration before 4:30 p.m. on

Wednesday, 16 October 2019

CHANGE IN INFORMATION OF
DIRECTORS, SUPERVISORS AND
SENIOR MANAGEMENT

Mr. Llei Xiantong has resigned as the chief financial officer of the
Company with effect from 25 February 2019, due fo his health
condifion. Mr. Zhang Qliang has been appointed as the chief financial
officer of the Company with effect from 25 February 2019. The defails
are sef out in the announcement of the Company dated 25 February

2019.

Ms. Huang Fangfang has resigned as a supervisor of the Company
and the chairman of the Board of Supervisors due to the adjustment of
her work arrangement with effect from 6 June 2019. The details are set
out in the announcements of the Company dated 2 April 2019 and 6
June 2019, respectively.
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Upon the consideration and approval of the ordinary resolufion on the
AGM of the Company, Mr. TANG Jinlong has been appointed as a
supenvisor of the Company with effect from ¢ June 2019. Biographical
details of Mr. TANG Jinlong and the information required to be
disclosed pursuant fo the rule 13.51(2) of the Listing Rules are sef out in
the announcements of the Company dated 2 April 2019 and 6 June
2019, respeciively.

Saved as above, there has been no change in the information of
Directors, supervisors and senior management of the Company that
is required to be disclosed under Rules 13.51(2) and 13.51B of the
Listing Rules since the publication of the 2018 annual report of the

Company.

On behalf of the Board

YiChang HEC Changliang Pharmaceutical Co., Lid.
TANG Xinfa

Chairman

Hubei, the PRC

21 August 2019
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REVIEWW REPORT
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KPMG

Review report to the board of directors

of YiChang HEC Changliang Pharmaceutical Co., Lid.

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

INTRODUCTION

We have reviewed the interim financial report set out on pages 43 o
77 which comprises the consolidated statement of financial position of
YiChang HEC Changliang Pharmaceutical Co., lid. (the “Company”)
as of 30 June 2019 and the related consolidated statement of profit
or loss and other comprehensive income and consolidated sfatement
of changes in equity and the consolidated cash flow statement for
the six months period then ended and explanatory notes. The Rules
Governing the listing of Securities on The Stock Exchange of Hong
Kong limited require the preparation of an interim financial report fo
be in compliance with the relevant provisions thereof and International
Accounting Standard 34, Interim financial reporting, issued by the
International Accounting Standards Board. The directors are responsible
for the preparation and presentation of the interim financial report in

accordance with International Accounting Standard 34.

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

|iobi|H\/ to any other person for the contents of this report.

KPMG!
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REVIEVW REPORT #= Bk

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 inferim financial report consists of making enquiries, primarily of
persons responsible for financial and accounting matters, and applying
analytical and other review procedures. A review is substantially less
in scope than an audit conducted in accordance with Hong Kong
Standards on Auditing and consequently does not enable us fo obtain
assurance that we would become aware of all significant matters that
might be identified in an audit. Accordingly we do not express an audit

opinion.

CONCLUSION

Based on our review, nothing has come fo our atfention 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 International

Accounting Standard 34, Inferim financial reporting.

KPMG

Certified Public Accountants

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

21 August 2019
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CONSOUDATED STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME
4R 18m M EAMA 2 H

for the six months ended 30 June 2019 — unaudited
HEZZ-NFARA=THIEAER - REEZ
(Expressed in Renminbi)

(AARBE5)

Six months ended 30 June

BEAA=tTHIEAEA

2019 2018
—EB-NF —E-N\FE
Note RMB’000 RMB'000
B E ARBTR ARETTT
Revenue =2 4 3,071,259 1,482,428
Cost of sales SHER AR (450,439) (238,995)
Gross profit EF) 2,620,820 1,243,433
Other income Hip A 10,352 9,291
Distribution costs SON =W (1,117,203) (332,759)
Administrative expenses THEERRX (195,058) (174,490)
Other net [expense]/income Hih(FAX), WA F5E (61,844) 1,908
Profit from operations R 1,257,067 747,383
Finance costs BERAR 6(a) (84,433) (520)
Profit before taxation BRF B F o) 1,172,634 746,863
Income tax FTiEF: e (212,464) (136,072)
Profit for the period AR R 960,170 610,791
Profit and total comprehensive income 55 &AL T 18 B 93 BRI &
for the period attributable to: TEWHAHE
Equity shareholders of the Company ZA/NSIE 3 968,424 634,544
Non-controlling interests JEIE IS RE 2R (8,254) (23,753)
Profit and total comprehensive income HuERIR 2 HEKEELE
for the period 960,170 610,791
Basic and diluted earnings per share SREAR#BERF 8 RMB2.15 RMB1.40
The notes on pages 49 to 77 form part of this interim financial BAOEZE /7B Y WAk A BB AR iR L — 5
report. Defails of dividends payable to equity shareholders of the 1 o BREIRER AN FIRERSRR B B0 RR B 201E - HAKT

Company are set out in Note 18. 18
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION

AR e IS IOR R

at 30 June QO]Q unaudited
%:g—ﬂﬁﬁﬂ5+5*$§%ﬁ
[Expressed in Renminbi)

(AARBE5)

At 30 June At 31 December

2019 2018
R-ZB-HhE R \F
ANB=+H +ZA=+—H
Note RMB’000 RMB'O00
B E AR¥T T AREEFTT
Non-current assets FRBEE
Properly, plant and equipment ME - BENEE Q 1,554,630 1,351,479
Intangible assets WA E 10 752,241 498,604
Goodwill RIS 75,896 75,896
Prepayments EFE 11 1,468,494 817,509
Deferred tax assets EEFTEE E 65,760 32,088
Total non-current assets ERBEELTE 3,917,021 2,775,576
Current assets REEE
Inventories FE 12 165,027 164,286
Trade and other receivables B 5N E MW EIE 13 1,831,759 1,027,332
Time deposits with maturities over 3 months FHHA=EA U LR
TEHATE R 100,000 -
Other financial assets EtemERE 14 260,000 -
Cash and cash equivalents BeMReFHEER 15 2,857,444 593,746
Total current assets RBEEAE 5,214,230 1,785,364
Current liabilities RBasE
Trade and other payables E 5 R EMERFIE 16 1,488,584 676,250
Contract liabilities AHaE 15,365 8,095
Bank loans RITER 356,235 53,399
Deferred income RIEW ZE 4,379 4,379
Current faxation BIHARH TR 108,471 70,675
Total current liabilities REEEHEE 1,973,034 812,798
Net current assets REBEEFE 3,241,196 Q72,566
Total assets less current liabilities HEERRBAE 7,158,217 3,748,142

YICHANG HEC CHANGJIANG PHARMACEUTICAL CO.,

ITD. EERBARIEZRNARQE



CONSOILIDATED STATEMENT OF FINANCIAL POSITION #z= & B #5R Siak

at 30 June 2019 - unaudited
RZE—NFRNA=Z+H - REEZX
[Expressed in Renminbi)

(AARBZ7)

At 30 June At 31 December
2019 2018
R-ZB-HhE R \F
ANB=+H +ZA=+—H
Note RMB’000 RMB'000
B E AR¥T T AREEFTT
Non-current liabilities FRBARE
Interestbearing borrowings FTEMER 17 2,825,580 -
Deferred income RIEW S 67,074 69,214
Total non-current liabilities ERBEBERE 2,892,654 69,214
Net assets BEE 4,265,563 3,678,928
Capital and reserves BARR#E 18
Share capital R& 2 452,023 452,023
Treasury shares EFAD (105,515) -
Reserves #1E 3,715,877 2,081,933
Total equity attributable to equity RRBERERRELAEER
shareholders of the Company 4,062,385 3,433,956
Non-controlling interests FEER RS 203,178 244,972
Total equity s 4,265,563 3,678,928

The notes on pages 49 to 77 form part of this interim financial

reporf.

FAORZ/7 B Z M A R IR 58 & —#B0
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CONSOLUDATED STATEMENT OF CHANGES IN EQUITY

AN v a1
;Zn/T\ = ﬁﬁfﬁx

TR

for the six months ended 30 June 2019 — unaudited
BEZZ-AFAA=THLEANEAA-FREEZ

[Expressed in Renminbi)

(AARBE5)

ARFERBRER

Atriouiable fo equity shoreholders of the Company

Non-
Share Copid ~ Sifuloy ~ Refoined conoling Toldl
capilal feserve resenve eamings Toidl inferests equity
A EARE  EERE  RERA I s
Noe ~ RMBOOO ~ RMBOOO  RMBOOO  RMBIOOO  RMBIOOO  RMBOOO  RMB'O0O
W ARBTT ARBTR ARETR ARMTT ARETT ARETR ARETR
Balance at 1 January 2018 R=B-NF-A-BHEH 452023 1476578 132,374 746861 2807836 252750 3,000,586
Changes in equity for the six months HZE=F-\FxA=1H
ended 30 June 2018: EREANERET:
Equity setled shorebased transactions NEREENROZATS 18(c) - - - - - 23957 23957
Profit and fofal comprehensive income BrEf R ARGLE
for the period - - - 634544 634544 23753 610791
Dividends approved in respect of BEREFERE
the previous year 18alfii - - - [185607)  (135607) - (135,607)
Balance at 30 June 2018 and R=B-NERAZTER
1July 2018 “E-\FLA-BRES 452023 1476578 132374 1245798 3306773 252954 3559727
Changes in equity for the six months HZ-F-\E+-B=1-A
ended 31 December 2018: EAEANELES
Profit and fofal comprehensive income Eiahearl ar
for the period - - - 307992 307992 (17565 290427
Dividends approved in respect BERERRS
of he current year - - - [180,809)  (180,809) - (180,800)
Appropriation fo stafufory resenve BRETETRE - - 100,302 {100,302 - - -
Equity seted shoretbased transactions NESEENROT ARG 18(c) - - - - - 9583 9583
Balance at 31 December 2018 R=F-NF+ZA=1-A
if3 452023 1476578 232676 1272679 343395 244972 3678928

The notes on pages 49 to 77 form part of this interim financial report.

FAORZE77 B Z MHBR A B 58 E — 50D
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY 4r & fEs &) &K
for the six months ended 30 June 2019 - unaudited

HEZZ-AFRNA=ZTHIEAER - REFZ

[Expressed in Renminbi)

(AARBZ7)

Attributable to equity shareholders of the Company

ARARERRES
Non-
Share  Copitll  Treasury Statutory  Retained controlling Total
capital  reserve  shares  reserve  earnings Total interests  equity

R B4Rk EERG  iERE RERA g FERER 4R
Noe  RMB'000  RMB'000 RMB'000 RMB'O00 RMB'000 RMB'000 RMB'000  RMB'000
i ARMTR ARETR ARMTR ARBTR ARMTR ARMTR ARMTR ARETR

Balance at 1 January 2019 R-B-NE-F-ANER 452,023 1,476,578
Changes in equity for the HEZE-NERA=1H

six months ended 30 June 2019:  AEAMERSE :
Equily sefled share'based fransactions IEREENRO TR S 18(c - - -
Profit and ol comprehensive income BRaTREEYREE

232676 1,272,679 3433956 244972 3,678,928

373 3673 (33540 3,19

for he period - - - - 968424 968424  (8,254) 960,170
Repurchase of shares EERH 18] - - (105,515) - - (105,515) - (105,515)
Dividends opproved in respect of HEBTEERE

the previous year 18[alil - - - - (21,214) (271,214) - (2N,214)
Balance at 30 June 2019 R-B-NERAZTA

i3 452,023 1476578 (105515) 232,676 2,006,623 4,062,385 203,178 4,265,563
The nofes on pages 49 to 77 form part of this interim financial report. FA9RZE/7 B 2 Wit A BB 5 E — &0 -
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,\\/T\/\E/Eui//w;'é_%

for the six months ended 30 June 2019 — unaudited
HEZZ-NFARA=THIEAER —REEZ
[Expressed in Renminbi)

(AARBE5)

Six months ended 30 June
BEAA=TRHILXEAR

2019 2018
—2-hEF AN
RMB’000 RMB'000
ARBTT ARETTT
Cash generated from operations REFIECIRS 1,258,941 746,417
The People’s Republic of China (the "PRC") EX Ry E AR
corporafe income fax paid (MBI EEE (201,436) (114,535
Net cash generated from operating activities E&EBELNREFE 1,057,505 631,882
Investing activities REED
Interest received BEIFE 6,962 4,742
Payment for purchase of property, plant and equipment  BEE 12 « BB K% &FTiT FOB (256,702) (332,105)
Prepayment and payment for infangible assets B & E TR N A RPN 508 (912,578) (105,925)
Payment for time deposits with maturities FHAEER= 1lﬁ 2 EH
over 3 months TR0 (100,000) -
Proceed:s from time deposits with maturities FEAR R = 1lﬁ 2 EH
over 3 months P15 R0E - 343,759
Payment for other financial assets Hith e @& EMNFIEA (305,000) -
Proceeds from other financial assefs Hth S mEERN %#\ 45,000 -
Net cash used in investing activities BEZTHPFEANE S TE (1,522,318) (89,529)
Financing activities BEEE
Proceeds from bank borrowings fETTﬁ%%’( PRS5/IA 302,836 -
Proceeds from issue of convertible bonds BT IR EHPIE T 2,702,320 -
Expenses paid for issue of convertible bonds BB TR G %F#EJSE (21,662) -
Dividends paid fo equity shareholders of the Company B AR Bl#ERE AL RIS (150,146) (74,635)
Interest paid ERFE (217) (523)
Repurchase of treasury shares REEEF ARG, (105,515) -
Net cash generated from/(used in) RE/(AR)BETENRSFE
financing activities 2,727,616 (75,158)
Net increase in cash and cash equivalents B4 RESESEER M 2,262,803 467,195
Cash and cash equivalents at 1 January R—B—HWHRERESLEHEER 593,746 887,183
Effect of foreign exchange rate changes SNEE RSB 895 1,525
Cash and cash equivalents at 30 June RAB=THHRER
RE&EEER 2,857,444 1,355,903

The notes on pages 49 to 77 form part of this inferim financial report.

YICHANG HEC CHANGJIANG PHARMACEUTICAL CO.,

ITD. EERBARIEZRNARQE
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NOTES TO THE UNAUDITED INTERIM FINANCIAL INFORMATION
AREEEIZ T RIS BRI o

[Expressed in Renminbi unless otherwise indicated)

(BEEEBIN - GUAREZ5)

1 BASIS OF PREPARATION 1 FEREE

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("Stock Exchange”), including compliance with Infernational
Accounting Standard (“IAS") 34, Interim Financial Reporting, issued
by the Inferational Accounting Standard Board ("IASB”). 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 policies in Note 3
and the accounting policy changes in Note 2 that are expected

to be reflected in the 2019 annual financial statements.

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

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

This inferim financial report contains consolidated financial
statements and selected explanatory notes. The notes include
an explanation of events and fransactions that are significant
fo an understanding of the changes in financial position and
performance of the Group since the 2018 annual financial
statements. The consolidated interim financial statements and notes
thereon do not include all of the information required for a full set
of financial statements prepared in accordance with International

Financial Reporting Standards (“IFRSs").

The interim financial report is unaudited, but has been reviewed
by KPMG in accordance with Hong Kong Standard on Review
Engagements 2410, Review of inferim financial information
performed by the independent audlitor of the entity, issued by the
Hong Kong Institute of Certified Public Accountants ("HKICPA).
KPMG's independent review report to the Board of Directors is
included on page 41.
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BASIS OF PREPARATION (..

The financial information relating fo the financial year ended 31
December 2018 that is included in the inferim financial report
as comparative information does not constitute the Company's
statutory annual consolidated financial statements for that financial

year but is derived from those financial statements.

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

emphasis without qualifying its report.

CHANGES IN ACCOUNTING
POLICIES

The IASB has issued a new IFRSs and a number of amendments fo
IFRSs that are first effective for the current accounting period of the
Group. Of these, the following developments are relevant fo the

Group's financial statements:
e RS 16, leases

e Amendments to IAS 19, Plan amendment, curtailment or

seftlement

e Annual improvement fo IFRSs 20152017 Cycle

e |FRIC23, Uncertainty over income tfax treatments

None of the 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 interprefation that is not yet effective for the current accounting
period.

YICHANG HEC CHANGJIANG PHARMACEUTICAL CO.,

NOTES TO THE UNAUDITED INTERIM FINANCIAL INFORMATION ARAS 2842 71 BB 7465 & BT 5T

[Expressed in Renminbi unless otherwise indicated)

(BRSBEEBI - HAARKEZ7)
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NOTES TO THE UNAUDITED INTERIM FINANCIAL INFORMATION AR 4L & 1% BRRF 15 & R =

[Expressed in Renminbi unless otherwise indicated)

(Br =B -

BUAREZ7)

3 ACCOUNTING POLICIES APPLIED
IN THIS PERIOD

(i)

(i)

Convertible bonds

Convertible bonds that can be converted into ordinary shares
at the option of the holder, where the number of shares
fo be issued is not fixed, are accounted for as compound

derivative financial instruments.

At initial recognition the derivative component of the
converiible bonds is measured af fair value and presented
as part of derivative financial instruments. Any excess
of proceeds over the amount initially recognised as the
derivative component is recognised as the host liability
component. Transaction costs that relate to the issue of
the convertible note are allocated to the host liability and
derivative components in proportion fo the allocation of
proceeds. The portion of the fransaction costs relafing fo the
host liability component is recognised initially as part of the
liability. The portion relating to the derivative component is

recognised immediately in profit or loss.

The derivative component is subsequently remeasured at fair
volue. The host liability component is subsequently carried
af amortised cost. Inferest expense recognised in profit or
loss on the host liability component is calculated using the

effective interest method.

If the bonds are converted, the shares issued are measured
at fair value and any difference between the fair value of
shares issued and the carying amounts of the derivative and
liability components are recognised in profit or loss. If the
bonds are redeemed, any difference between the amount
paid and the carrying amounts of both components is

recognised in profit or loss.

Derivative financial instruments

Derivative financial instruments are recognised at fair
value. At the end of each reporting period the fair value is
remeasured. The gain or loss on remeasurement fo fair value

is recognised immediately in profit or loss.

3 AHYEERZETBXR

(i)

(ii)
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NOTES TO THE UNAUDITED INTERIM FINANCIAL INFORMATION ARAS 2842 71 BB 7465 & BT 5T

[Expressed in Renminbi unless otherwise indicated)

(BRSBEEBI - HAARKEZ7)

4 REVENUE AND SEGMENT

REPORTING

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

resources.

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

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

EXRBPR 7AW E

EREN2RAKSEREEERKEMEY
AAHERERBERDRERNREAETE

R AR LN 3
BEDHER

HRAEE 2 HRIASH W ST BRIELL
mEENRE  HAKRENRSEERARE
AHEASERBRAYOEREER - Bt
RIZBER P MG ERESIRE LN EHR
EASEERERREFE —EKLED
#8 o Bt E - WEZ5AHEE D EHER -

SXREOF
BEBEMOHRATLEHZWALT

Six months ended 30 June
BEAA=TRHILXEAR

2019 2018
—EB-NEF —E-N\F
$’000 $:000
Fr T

Revenue from contracts with customers  fEFEIBR ISR & ER FE 1555

within the scope of IFRS 15 HERNHREEFEHZBA

Sales of antirviral drugs HE RS LY 2,932,847 1,357,171
Sales of cardiovascular drugs SHEDE B 44,602 54,607
Sales of endocrine and metabolic drugs SHE D R AR ) 38,677 41,549
Sales of other medical products HEH A EEY 55,133 29,101
3,071,259 1,482,428

Analysis of the Group's revenue and results by geographical
market has not been presented as 100% (the six months ended
30 June 2018: 99%) of the revenue are generated from the
Mainland China.

Analysis of the Group's revenue and resuls by the timing of
revenue recognifion has not been presented as all of the revenue
are recognised at the point in time.

ARI00%(BE-_FT—N\FRA=THLRX
BA - 99%) & KRB PEAM - Fithi
AREVNREBEHEMSHAEELEEXBREEN
DT

HRPTAE B E AR FEAHER - Bt
FARZINREXBEAFRYARE L X
K FENDHT

YICHANG HEC CHANGJIANG PHARMACEUTICAL CO., LTD. EERB AR ITIEXRHERA A



NOTES TO THE UNAUDITED INTERIM FINANCIAL INFORMATION FRAS 2842 7 BARA 75 & KB 5

[Expressed in Renminbi unless otherwise indicated)

(BRSBEEBI - IUAREZT)

5 SEASONALITY OF OPERATIONS 5 €ENFEMH
The Group's key product, Kewei, is a type of antiviral drugs for AREBSHEDAEES —BEELEN R
the freatment and prevention of influenza. The Group experiences BIPLRE EEY) o EEIEA/AL’__W%?’\*EE/\? M
a higher sales in first and fourth quarter of a year due to the fact BEBLXFHERLE  WASBEEEFE
that outbreaks of influenza fend to be a seasonal nature and is —&%E%’SE%%EE@E—%E% o
more prevalent in the spring and winter.
For the twelve months ended 30 June 2019, the Group reported B2 NFNA=Z+BILL+=EAH &
revenue of RMB4,099,307,000 (twelve months ended EBHMBA B AREL 099,307,000 (&
30 June 2018: RMB2,421,742,000), and gross profit of E-FT-NFEXA=Z+HIE+ZMEA : A
RMB3,489,054,000 (twelve months ended 30 June 2018: R#2,421,742,0007T) * REMABARE
RMB2,023,973,000). 3,489,054,000L(BEZ =T — N\FAA=1
Hit+=M@A : AR¥2,023,973,0007T) °
6 PROFIT BEFORE TAXATION 6 BR¥AEF
Profit before taxation is arrived at after charging/(crediting): BBETENM TG GEA U T&IEEELY -
(a) Finance costs (a) BLE A
Six months ended 30 June
BZEANA=1THLAEA
2019 2018
—E-hEF —E-N\F
RMB’000 RMB'000
AR¥TR ARETFT
Inferest on bank loans RITEFFE 3,430 520
Interest on other borrowings (Note 17) HAEEFR S (K1) 81,003 -
Total st 84,433 520

INTERIM REPORT 2019 HERZR



NOTES TO THE UNAUDITED INTERIM FINANCIAL INFORMATION ARAS 2842 71 BB 7465 & BT 5T

[Expressed in Renminbi unless otherwise indicated)

(BRSBEEBI - HAARKEZ7)
6 PROFIT BEFORE TAXATION (o) 6 BRBIATEF )

(b) Other items (b) EAtIEE

Six months ended 30 June
BZEAA=1HIEAEA

2019 2018
—2-nE  —TNF
RMB’000 RMB'000

AR®T ARMETTT

Amoriisation cost of intangible assets (Note 10) 42 & EE B $5AK A (HI3E10) 27,687 13,495
less: amount capitalised as development costs I EZ & AR E AL FIEE
in infangible assets oo (9,222) -
18,465 13,495
Depreciation and amortisation charges [Nofe Q) #78 K # 542 A (FI7E9) 25,681 17,870
less: amount capitalised as development costs — J : R & FE AR &AL %
in infangible assets Y H4a5 (886) (4,076)
24,795 13,794
Reversal of impairment losses on trade and 85 L EAMEYIERE
other receivables 51 O] (6,991) (1,848)
Research and development expenses (i) EEE () 53,743 107,528
Inferest income FLEMA (6,962) (4,742)
Fair value change on conversion option MA N ERESN SRR EE
embedded in convertible bonds (Note 17) RARBEZEH(FE7) 11,739 -
Net foreign exchange loss bE H B RF R 49,847 -
Cost of inventories sold i) (Note 12) BEFEEMRA(MFE12) 176,560 101,906
Notes: Bf3E -
(i) During the six months ended 30 June 2019, research and (i) Bz Z—hAFEFA=1+BHILA<HEA
development expenses include RMB5,749,000 (six months ended MBEERPEEETERBHZIARE
30 June 2018: RMB16,004,000) relating to depreciation and 5,749,000 (HE=E—N\FA=1+HI1E
amortisation, which amount is also included in the respective fotal NER - AR#16,004,0007T) © &I
amounts disclosed separately above for each of these types of AR ERAZEANBIRBENSBREE
expenses. FA e
[i)  During the six months ended 30 June 2019, cost of inventories iy #H=EZZ-—AFNAZ+HLEAEARA B
sold include RMB8,698,000 (six months ended 30 June 2018: EFERABEEBITEREHE 2 ARE
RMB4,874,000) relating to depreciation and amortisation, which 8,698,000t (BHE_ZE—NFAA=+HL
amount is also included in the respective fotal amounts disclosed NER : AR¥4,874,0007T) © e REIE
separately above for each of these types of expenses. AEXHERZERBIREN S BHAEE
7 o
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[Expressed in Renminbi unless otherwise indicated)

(Br =B -

BUAREZ7)

7 INCOME TAX

7 Fr

85t

Six months ended 30 June
BEAA=1TRHILAEAR

2019 2018
—E-NF —T-N\F
RMB’000 RMB'000
AR®T T ARBETIT
Current tax BIEABE I8
Provision for PRC corporate income tax HIAH B ETER
for the period P 245,219 151,882
Underprovision for PRC corporate income fax BEFERBCEMER
in respect of prior years BET e 917 1,040
246,136 152,922
Deferred tax EEHIE
Origination and reversal of temporary differences B A KRR E A A (33,672) (16,850
212,464 136,072

(il

The PRC corporate income tax rate is 25% for the six months

ended 30 June 2019 and 2018.

The PRC Corporate Income Tax Law allows enterprises fo
apply for the certificate of “"High and New Technology
Enterprise” ("HNTE") which entfifles the qualified companies
fo a preferential corporate income fax rate of 15%. The
Company was recognised as "HNTE” to enjoy a preferential
corporate income fax rate of 15% from 2018 to 2019
pursuant fo documents issues by local government authorities.
Therefore, the Company was entifled fo a preferential
income tax rate of 15% for the six months ended 30 June

2019 and 2018.

HE_Z-NER-ZT-NFERA=T
BIENEA - PEGEMEHREF25% -

PECEMREBIAEATEERBERER
[EFEMEEI(THNTE]) - A EKAF]
BRHELRERLFEMEHEISLEMN
Bl ZERTER o IRIBMGBNE B
B - AN RERRTE AIHNTE] » B
- \FE-T-NFAIRERME
MEISRBMFRE SR - Bt -
ARRBEERBZE_E—NLFA_ZT
—N\FEARA=THIEABAZRERMRSE
TR | S%AAN T B FT1F T ©
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[Expressed in Renminbi unless otherwise indicated)

(BRSBEEBI - HAARKEZ7)

8 EARNINGS PER SHARE

(a) Basic earnings per share

(b)

The calculation of basic earnings per share is based on the
profit affributable to equity shareholders of the Company
of RMB968,424,000 (six months ended 30 June 2018:
RMB634,544,000) and the weighted average number of
451,204,682 ordinary shares [six months ended 30 June
2018: 452,022,850 shares) in issue during the interim
period.

8 BKREA
(a) BREXRF

BREXRBNTIREA QB EEIRRE
15 M AR 968,424,0007T (B = =
Z-N\ERA=ZTHIERER - AR
634,544,0007T) + LA R ERERFEI B2 8
TTE R INETFHE451,204,6828%
(BEZZ-\ERA=+THILEAEA :
452,022 ,8501%) BEAEHH -

Six months ended 30 June
BZEXA=1+HIAEA

2019 2018
—E-NEF —E-N\F
shares shares
B [i% 85

Shares issued as af 1 January R—HA—BHEETRG
Effect of repurchase of shares Bohz g

452,022,850 452,022,850
(818,168) -

Weighted average number of ordinary shares 38 A% & - 15 £k

451,204,682 452,022,850

Diluted earnings per share (b)
There were no dilutive potential ordinary shares for the six
months 30 June 2019 and 2018, and therefore, diluted
eamings per share is the same as the basic eamings per

share.

FREFRA
BE-ZT-NAFR-T-/N\FXAZ+
BIEAMEA - 3B E R B T
B REREERFASRERRF
I

YICHANG HEC CHANGJIANG PHARMACEUTICAL CO., LTD. EERB AR ITIEXRHERA A
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[Expressed in Renminbi unless otherwise indicated)

(BRSBEEBI - IUAREZT)

9 PROPERTY, PLANT AND 9 ¥ BERRZRE
EQUIPMENT
Interest in
leasehold
Office land
Plant and equipment Motor  Construction held for
buildings ~ Machinery ondothers ~ vehicles inprogress  Subfotal  ownuse Total
BAZRE =)
BERET i REf AE RRIE Mt BELBER szt
RMB‘000  RMB'000  RMB'O00  RMB'O00  RMB'000  RMB'O00  RMB'O00  RMB'000
ARBTR  ARBTR ARMTR ARMTR ARBTR ARETR  ARMTR  ARETR
Cost: BA:
At 1 January 2018 RZE-\F-F-H 343910 216,579 87,180 779 112,188 760,636 96,709 857,345
Addifons AE 181,825 34,003 11,516 - 417957 645,301 75,383 720654
Transfer from construction BREIEES
in progress 133743 19,549 11,272 - (164564) - - -
Disposals RE - [5.733) (1,027) - - (6,760 - 6,760)
At31 December 2018 RZZ-\ETZA=+-H 6590478 264 398 108,941 779 365,581 1399177 172062 1,571,239
Addiions AE 33854 1672 2,541 241 178219 216,527 15,263 231,790
Transfer from construction BERIEEY
in progress - 2423 3755 - 6,178) - - -
Disposals RE 3,860) (3) 57) - - (3.920) - 3.920)
At 30June 2019 RZE-NERA=TA 689472 268490 115,180 1,020 537622 1611784 187325 1,799,109
Accumulated depreciotion  B3HiTER B :
and amortisation:
At T Jonuary 2018 WZE-N\5-A-A 57.922) [72,397) (39.862) 65) - (170,246) (16874 (187,120]
Charge for the year R (10,624) (14,341) 9.822) (73 - (34,860) 2.326) (37,186
Whitenback on disposals REERHE - 3,647 899 - - 4 546 - 4546
At 31 December 2018 RIB-NETZAZT-B (68,54 (83,001 148,78)) (138 - 200,560) (192000 (219,760)
Charge for he perod Efik (10,461 (8,082) (5,246) 39) - (23 826) (1,853 25,681)
Whitenback on disposals RRBEHH 908 3 51 - - 962 - 962
A 30 June 2019 RZE-NERA=TA (78,099 91,170] (53 980) (177) - (223 426) (21,083 (244479
Carrying amount: FRaf:
At 30June 2019 RZE-NERA=TA 611373 177320 61,200 843 537,622 1,388,398 166272 1554630
At 31 December 2018 RZZ-\ETZA=T-0B 590,932 181,307 60,156 641 365,981 1,198,617 152862 1351479
As at 30 June 2019, the Group was applying for certificates RZE—NEANA=FH  AEBEIEFER
of ownership for certain properties, with carrying value of BEABARK320,128000L(R=E—N\F
RMB326,128,000 (31 December 2018: RMB298,775,000). +ZA=+—H: ARK298,775,0007T)&
The directors of the Company are of the opinion that the use of ETYERFERES - ARAEFEAR
and the conduct of operafing activities at the properties referred REERADSHBAMEXZRABAZZE LT
fo above are not affected by the fact that the Group has not yet FEGA LMMERIEEFEEEH -

obtained the relevant property fifle certificates.
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[Expressed in Renminbi unless otherwise indicated)

(BRSBEEBI - HAARKEZ7)

10 INTANGIBLE ASSETS 10 BLEE

Capitalised

development
costs Patents Total

BEXL
FREH ER st
RMB'000 RMB'000 RMB'000
ARBFIT ARBFIT AREFTT

Cost: BN :
At 1 January 2018 R—E—NF—H—H 57,157 335,000 392,157
Transfer from prepayment (Note 11(ii))  FEA B E (FI 1 11(ii) - 79,100 79,100
Addition through internal development (i) 32 48 R 25 9 2 T4 i) 72,314 - 72,314
At 31 December 2018 RZE—N\F

+—A=+—H 129,471 414,100 543,571
Transfer from prepayment (Note 11(ii)) B4 ZoBEE B (ML 1 1(ii) - 221,100 221,100
Addition through infemnal development (i) 75 38 PR30 5 2% %7 38 i) 60,224 - 60,224
At 30 June 2019 RZZE—NFEARNA=1H 189,695 635,200 824,895
Accumulated amortisation: BTy -
At 1 January 2018 R-ZE—N\F—HF—H - (17,987) (17,987)
Charge for the year FRHIBR - (26,980) (26,980)
At 31 December 2018 RZZE—NF

+=—A=+—H - (44,967) ([44,967)
Charge for the period HAHORR - (27,687) (27,687)
At 30 June 2019 RZZE—hFA=+H - (72,654) (72,654)
Net book value: BREFE
At 30 June 2019 R-ZE—NFAA=1H 189,695 562,546 752,241
At 31 December 2018 RZZE—N\F

+=-—A=+—H 129,471 369,133 498,604

YICHANG HEC CHANGJIANG PHARMACEUTICAL CO., LTD. EERB AR ITIEXRHERA A



NOTES TO THE UNAUDITED INTERIM FINANCIAL INFORMATION AR A 2847 7 B 745 & 4B &

[Expressed in Renminbi unless otherwise indicated)

(BRSBEEBI - IUAREZT)

10 INTANGIBLE ASSETS (..

(i)

The Group has obiained the necessary approvals and permits for clinical
trials for a series of insulin research and development projects in the previous
periods and obtained the phase Il clinical trials for new anti-hepatitis C
drug in 2019. The directors of the Company are of the opinion that the
development expenditure of the insulin projects and new anti-hepatitis C
drugs meet the criteria of capitalisation affer obtained the approval of clinical
trial and phase Il clinical trials approval respectively, and capitalise the
expenditure as development costs under infangible assets. As at 30 June
2019, the intangible assets under development were not yet ready for use.

11 PREPAYMENTS

10 BLEE »)

(i

AEEREAHARES® — R RE XM RE W
RABREARHAIRFF - R =—F—NAFIE
AR SRR AR AR - ARRBERA -
REZIER KA ENREE RS BIKRGE
RS RIS R AR - FREMMERE -
VHEBEBERERAMABPEERTHREXH -
RZZE-NFRA=TH  BBPETEESTA
/M-

11 FEFFE

At 30 June At 31 December
2019 2018
R-E-hE KT )\F
ANA=+tH +=-A=+—H
RMB’000 RMB'000

AR®TR ARBTT

Prepayments for intangible assets

B EERINRIA

— Yimitasvir phosphate and follow-up compounds (ij  —EE KMt 2 M & BL A Pli) 500,000 460,000
— Generic drug approvals (i) — {75 ) ZEHE (i) 849,817 257,700
Prepayments for property, plant and equipment M - BB RRERNTENTIE 118,677 99,809

1,468,494 817,509

Note:

fi

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

Up to 30 June 2019, the Group had made accumulated payments of
RMB500,000,000 (31 December 2018: RMB460,000,000) to Sunshine
lake Pharma. As at 30 June 2019, Sunshine Lake Pharma have completed
the phase Il clinical trial of yimitasvir phosphate and is targefing to obtain
the new drug approvals and permits for yimitasvir phosphate in 2020. The
necessary approvals and permits for the Compounds are expected to be
obtained in 2021 and onwards.

R-IZE—AFLA-+-H AEHCHEREE
HEEARARN([BEREGRESE ] ARERZH
TR ik o BIRZIHE - AREEMSRME
BBk EREEAEENRSEAM(T1EE(L
AW RBEITREMZEF O ERE - Wi
SRR BUR S P IR t8 - B AR ERAEEMS
EMEF - FENREARARK700,000,0007T © B
EEEMNRARE250,000,0000H1 )\ EEZE A A
R#450,000,0007T KI5 BIR BEEE ik K th 22 R 18 18
e EFMBELBMBERNBRBMR - ZiBRG
RZT=TF+-_A=+—RHAxk LFE—BEFZ
HEMETRESETIE -

HE-Z-AFANA=THIL  AKECRAER
RISk B % 25k % AR ¥ 500,000,0007T (=
Z-NF+=—A=+—H: AR¥460,000,000
) REB-NFARA=TH - ERRGRERE
TERBRARMZINREARRR - UHRN T -—FF
EUSBEBRACR b Z MBI X R AR - RE(LA
MBI R FF AT BN —F = —F AR
1S -
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[Expressed in Renminbi unless otherwise indicated)

(BRSBEEBI - HAARKEZ7)

11 PREPAYMENTS cord)

Note: (Cont'd)

(i}

On 10 July 2018, the Company entered into an acquisition agreement with
Sunshine Lake Pharma, pursuant to which the Company agreed fo acquire,
and Sunshine Lake Pharma agreed to dispose of the know-how, approvals for
manufocturing and marketing obtained from the National Medical Products
Administration ["NMPA”) and the right fo sale of six pharmaceutical products
("Target Products”) in the PRC at a consideration of RMB505,200,000,
which comprised a prepayment of RMB252,600,000 and six milestone
payments totaling RMB252,600,000. Up to 30 June 2019, the Group had
made accumulated payments of RMB336,800,000 (31 December 2018:
RMB336,800,000) to Sunshine Lake Pharma, in which RMB300,200,000
(31 December 2018: RMB/9,100,000) was transferred fo infangible assets
[Note 10) after the NMPA approvals for five (31 December 2018: two) out

of the Target Products were obtained.

On 25 February 2019, the Company acquired another 27 pharmaceutical
products’ intellectual property rights, industrial property rights and
ownership rights from Sunshine Late Pharma with a fotal consideration of
RMBT,626,434,600, which comprised a prepayment of RMB813,217,300
and several milestone payments of RMB813,217,300 in the agreed
manners. Up fo 30 June 2019, the Group had made accumulated payments
of RMB813,217,300 to Sunshine Lake Pharma and expected to obtain all
the drug approvals before February 2021.

p=112
'_H

11 FENAFE

fisE - ()

(il

RZB-N\FLA+H ARBEERRGIEEX
RIS BEhRE  BUL - ARBREWE - MERE
BrrEEREhE N EER([BRER]) WRM®
B BEREREEEER(TEERDISERLE
EREMROMIAR B RERETBEMNHEERE K
BRARME505200,0007 @ BEEMRARE
252,600,0007t BN E @B R ARKE 252,600,000
THERBAR - HEZT-NFA=THIE
BRFEBERTAE(CE-N\F+_A=+—QH:
ME)EZ R NE  ARECRERRGIEEER
TR ARY336,800,000(=F—N\F+=A
=+—H: AR¥336,800,0007T) - Ef AR
300,200,000t(ZE—NF+=ZA=+—H : A
R#79,100,0007) 2 # A& EE (ME10)

RZZE—NAE-A=-1THB  ARAEEREBEK
BEFIRE2/RERNAMERE  TEEER
B - BRERARE 020,434,600 @ BF
ZipE T A AN RARKES13,217,3007T %
BREBREMNRARKS13,217,3007T - BE—ZF
—“NFERA=1H ARECRAERRBGCEEXR
XA ARYES13,217,3007 RN T Z—
F = ARIBUS A Btk o
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[Expressed in Renminbi unless otherwise indicated)

(BRSBEEBI - IUAREZT)

12 INVENTORIES 1278
At 30 June At 31 December
2019 2018
R=ZB-AF KT NF
AA=tHE +tZA=+—H
RMB’000 RMB'000
AR®TRT ARETT
Raw materials ERHE 109,515 78,719
Work in progress TR 30,448 13,342
Finished goods BIRY G 24,787 64,003
Goods in transit TER 277 8,222
165,027 164,286
The analysis of the amount of inventories recognised as an EHAR/AX T ABRNEESEI TN
expense and included in profit or loss is as follows: K
Six months ended 30 June

BEANAZTHLEREA
2019 2018
—EB-NF —E-N\F
RMB’000 RMB'000
AR¥TR ARETT
Cost of inventories sold (Note 6(b)) BEFEKRA(MIEEOD) 176,560 101,906
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NOTES TO THE UNAUDITED INTERIM FINANCIAL INFORMATION ARAS 2842 71 BB 7465 & BT 5T

[Expressed in Renminbi unless otherwise indicated)

(BRSBEEBI - HAARKEZ7)

13 TRADE AND OTHER RECEIVABLES 1325 R EMEWRKIE

As of the end of the reporting period, the aging analysis of trade
debtors and bills receivable (which are included in frade and other
receivables), based on the invoice date and net of allowance for

doubtful debts, is as follows:

RBEHR - BURERRERRER(CARE
5 M EAD FEMCGRIR ) 1% % 52 A RN IR R AR
BHRRE DM T -

At 30 June At 31 December
2019 2018
R-ZB-—NE RZZT-N\F
ARA=+H +tZA=+—H
RMB’000 RMB'000
ARETT ARETTT

Within 3 months 3EARA 1,663,457 920,493
More than 3 months but within one year HBE3EAETFA 22,946 49,270

Trade and bills receivable, JEWER A B R4 -
net of allowance for doubtful debts N REREE 1,686,403 069,763
Other receivables Hub e ziia 111,525 25,856
Financial assets measured at amortised cost HEBNAGTENEREE 1,797,928 995,619
Prepayments FEftFRIE 33,831 31,713
1,831,759 1,027,332

Trade receivables are generally due within 3090 days from the
date of billing. Bills receivable is due in 3 or 6 months from the
date of billing. All of the frade and other receivables of the Group
are expected to be recovered within one year.

FEUT R R — Ak B 3 AR E B B2 51 30E90H
MEIH - ERE B % HARE BB 3300
EARRE - NREEMAE S ME MR
TRIERHS AT — ALk E -
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NOTES TO THE UNAUDITED INTERIM FINANCIAL INFORMATION FRAS 2842 7 BARA 75 & KB 5
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(BRSBEEBI  HUARKEZS)

14 OTHER FINANCIAL ASSETS

145t EMEE

At 30 June Ar 31 December
2019 2018
R=B—-N&F RZT-N\F
AA=+H +ZHA=+—H
RMB’000 RMB'000
ARET T AREEFTT

Financial assets at fair value through

B BEFARGGE

profit or loss HWEREEE

— Structured deposits —REBIETER 260,000 -
The financial assets at fair value through profit or loss represented BEAnBEFABRITENEREERT
cerfain principalguaranteed structured deposits in PRC banks RITHETASRREBUETN  *ee8
with the principals amount of RMB260,000,000 (31 December RAREE260,000,0007t(ZE—NF+=A
2018: Nil), which carried interest at variable rafe, ranging from =+—08 &) BEFFHNENTI.05%=
1.05% to 3.60% per annum indexed fo the spot exchange rate 3.60%t 2 - Bassr([Ex ) BTz MKk
between United States dollar("USD") and Canadian dollar, and XA E ZERRNEAE R - ZSEE
between USD and Japanese Yen. These structured deposits HEFERAFERE - RNENRGBEEAR
will mature during the current year. At the date of inception of RZZ-AFRA=1TH  ZBUEERNE

the contracts and at 30 June 2019, the carrying amount of the HEEERA A EERES °

structured deposits were approximately ifs fair value.
15 CASH AND CASH EQUIVALENTS 15RERFAEEEHIER

At 30 June At 31 December
2019 2018
R=B-NEF RZIT-N\F
AA=+H +ZHA=+—H
RMB’000 RMB'000
ARET T AREEFTT
Cash at bank and in hand RITRERFHERE 2,857,444 593,746
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[Expressed in Renminbi unless otherwise indicated)

(BRSBEEBI - HAARKEZ27)

16 TRADE AND OTHER PAYABLES 16E 5 R HAtt BN FRIE
As of the end of the reporting period, the aging analysis of trade RepEHER - ERERERMENZER(BETAE
creditors and bills payable (which are included in trade and other S REMERRIE)IREZEHRNRE ST
payables), based on the invoice date, is as follows: T

At 30 June At 31 December

2019 2018
R-ZB-h& R-ZE-)N\HF
ANR=tH tZA=+—H
RMB’000 RMB'000

AR®T AREETTT

Within 1 month 11 A R %I H3 117,708 65,832
1 to 3 months 1Z= 318 A AEIHA 16,315 5,395
Over 3 months but within 1 year HE3ME BB FREH 18,546 3,888
Over 1 year Bl F 3,092 2,510
Tofal frade payables B 5 RN 155,661 77,625
Amounts due fo related parties JE~F BB 77 5k 1A 7,297 12,104
Value added tax and other taxes payable IRAE R M H A R IR 46,745 27,002
Accrued payroll and benefits FEEt T & MtEF| 133,887 81,630
Accrued selling expense and royalty fee FEETHEE R NERE 949,725 373,519
Others Hi 195,269 104,370

1,488,584 676,250
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(BRSBEEBI  HUARKEZS)

17 NON-CURRENT INTEREST-
BEARING BORROWINGS

17 E 7R BT B AR

At 30 June At 31 December

2019 2018
R-B-h&F RKR-T-N\F
AR=tH +t-A=+—H
RMB’000 RMB’000

AR®TT ARBTT

Convertible bonds Al E S

2,825,580 -

On 20 February 2019, the Company issued a tranche of
1,600 H share convertible bonds with an aggregate principal
amount of USD400,000,000 (equivalent to approximately
RMB?2,702,320,000). Each has a face value of USD250,000
and a maturity date of 20 February 2026. The bonds bear
interest at 3.0% per annum payable semi-annually in arrears
on 30 June and 31 December of each year. The bonds are

unsecured.

The rights of the bondholders to convert the bonds info ordinary

shares are as follows:

e Each bondholder has the right fo convert all or any of
its convertible bonds for ordinary shares from the first
anniversary of the issue dafe 20 February 2019 fo five
business days prior fo the maturity date or the date fixed
for redemption provided that (i) during the first 12 months
of the conversion period, the total principal amount of
convertible bonds converted shall not exceed 15% of the
aggregate principal amount of the convertible bonds at the
issuance date and (i} at any fime before the earlier of the
date on which the adjusted net profit for the year ending 31
December 2021 is defermined and the twentyfifth business
days affer the earlier of 31 March 2022 and the date of
publication of the Company’s annual result announcement
for the year ending 31 December 2021 on the website
of the Stock Exchange, the total converted shares shall
not exceed 30% of the aggregate principal amount of the

convertible bonds af the issuance date.

MRZZE—HhhE-_F=-+H AQAIET
H1,6000WHR AT EIRES - Ne £ 58
& £ 5 400,000,000E L (HERLH AR
#2702,3200007T) c F— 1 HWEES
250,000t BB A -2 - AF_H
Z+ 8 c BHRFEMNEIO%TE - WIRFF
HREFNANA=ZTART-_A=+—8%
BT - EHAEET -

BERFAARBEFBRAT BROENNT

e BT NF-_A-_T+HEITHE—BE
FREINHAXBERAR AMEIEH
It 5—EAFBEALERBEEL
EfalsmEAEn AT MR - ATRE
()R AMMAT I 2@ A - B8N
AERES AN EETGHRARITE]
EE SRS BEM5%  RK(i) BT &
BT FF+A=T—HLEFEK
AREFEAE UMK -_—F=
A=+—B kR ERBEARD
AEE-ZT_—F+ZA=+—HLF
EEEALAHEE-_TRAEEEXBAZ
AR EMRE(UREE %) - E8EKR
’in e H TS HRBREITHAERES
R EFER30% o
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[Expressed in Renminbi unless otherwise indicated)

(BRSBEEBI - HAARKEZ27)

17 NON-CURRENT INTEREST-
BEARING BORROWINGS (o4

The rights of the bondholders to convert the bonds into ordinary
shares are as follows: (Cont'd)

e The Company is required to deliver ordinary shares af a
price of HK$38 per conversion share, which subject to
adjusiment in certain events and the adjusted net profit of the
Company for the year ending 31 December 2021.

e The bondholders need to convert or fransfer out 30% of
the aggregate principal amount of convertible bonds to
unrestricted transferees if the arithmetic average of the
volume weighted average price of H shares during the
last 30 consecutive trading days first reaches two times of
HK$38 during the period between the issuance date and
31 December 2021,

e Subject to the provisions in connection with an event of
default or an early redemption event, neither the Company
nor any bondholder may redeem nor require the redemption
of the convertible bonds at its option prior to the maturity
date.

As the convertible bonds do not contain an equity component, the
derivative component of the convertible bonds above is measured
at fair value and the liability component is carried at amortised
cost. No conversion or redemption of the convertible bonds has
occurred up fo 30 June 2019

The convertible bonds recognised in the consolidated statement of
financial position of the Group are analysed as follows:

l 73"5/}":@] —l-zuxfi%zk(ég’)

BEHEHEAREFERSEBENOEND
™ (&)

° ARBERESREBIMNISETHER

RIS EBE - ARETERT RRE

ARRHE—_Z-_—F+-_A=1—H
I FERE RN EL R -

e RETHE-Z-_—F+-A=+—H
HAfE - MAERTSOMEAEE R 5 AHARA R
ENEFHEMNENTFHEE XEDSS
BTG BHFEE AR EIRE
H R & 4REE A 30% 88 i ok 83 45 HE R

5&5@@’7%#‘%% Al (2] 55 (F AR B AR
AR EFFA AGT A ER
TTIEERE O S B A EIR(E

HJ}*%
D\

MR ERESTE SRR - Ll E
BEZFNITE T AN /L{ETEquE i
BESDAIREERANIR BE-T—A
FRA=TH I?ﬁﬁ%ﬁ:ﬁz,ﬂf@—ﬁ%ﬁﬁ%

REBLRE PR R ERK A #IRE 55
M

Liability Derivative

component component Total
BERG TETARG st
RMB'000 RMB'000 RMB'000

ARETT AREETTT ARMETTT

At 1 January 2019 RZE—hF—H—H - - -
Issuance BT 2,014,786 669,518 2,684,304
Fair value adjustment debited fo NREERAETA

profit or loss B - 11,739 11,739
Accrued inferest FEEFIE 81,003 - 81,003
Exchange loss PE H 385 36,587 11,947 48,534
At 30 June 2019 RZE—NFA=1+H 2,132,376 693,204 2,825,580

YICHANG HEC CHANGJIANG PHARMACEUTICAL CO.,
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NOTES TO THE UNAUDITED INTERIM FINANCIAL INFORMATION FRAS 2842 7 BARA 75 & KB 5

[Expressed in Renminbi unless otherwise indicated)

(Br=EEBHD

1 CAPITAL, RESERVES AND 18& 7

IUAREZRS)

s EERKRE

DIVIDENDS
(a) Dividends (a) BRE
(i) Dividends payable to equity shareholders (i) RAHPBHBEECESRRARE

attributable to the interim period

Six months ended 30 June
BZEAA=1HIEAREA

2019 2018
—ZE-hHF —E-N\F
RMB’000 RMB'000

AR®T ARMETTT

Interim dividend proposed after the end of  TREEAR B EHIR % 2 P HA
the reporting period of RMB1.00 per BRESREBRARE
ordinary share (six months ended 30 June 100 (BE-Z—N\&F
2018: RMBO.40 per ordinary share) ~A= ‘f‘ HiEAEA :

FhEBRAREO.407T)

448,820 180,809

Pursuant fo the resolution passed at the directors’
meeting on 21 August 2019, a cash dividend of
RMB1.00 per ordinary share (six months ended 30
June 2018: RMBO.40 per ordinary share| for the
six months ended 30 June 2019 were proposed for
shareholders” approval at the general meeting.

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

June 2019.

RER-_F-NFENA-+—-HE
EFECRRBNRER BE_Z
—NFEARA=THIEANEAZES
Hﬁgtﬂﬁ B AR.007T (#
—NEXA=+TBILXE
ﬂ tHx SERARR0.407T)E
REBRPBRAE LHLE

RZZF-NFRA=TH  HBXE
ERIRENTHRE R RERSA

go
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NOTES TO THE UNAUDITED INTERIM FINANCIAL INFORMATION ARAS 2842 71 BB 7465 & BT 5T

[Expressed in Renminbi unless otherwise indicated)

(BRSBEEBI - HAARKEZ27)

18CAPITAL, RESERVES AND 18EX  ERKRE »)
DIVIDENDS (o4
(a) Dividends (Conrd) (o) RE (&)
(ii) Dividends payable to equity shareholders (i) APHHBERE EEYREEES
attributable to the previous financial year, EERRNRE
approved during the interim period

Six months ended 30 June
BZXA=1tHIXAEA

2019 2018
—E-NF —T-NF
RMB’000 RMB'000

AR®BTR ARETT

Final dividends in respect of the previous Frp BREAR 1R BE /B (BRI
financial year, approved during the FERARSFHREBBRA
following interim period, of RMBO.60 per  R¥EE0.60TT(EHZE=Z— N\
ordinary share (six months ended 30 June FXRAZTHIEANEAR ¢
2018: RMBO.30 per ordinary share] FRE B AREO0.307T) 271,214 135,607

(b) BEBEERS

R - NRABRBRMELEES

(b) Repurchase of own shares

During the interim period, the Company repurchased its own

shares on the Stock Exchange as follows: BT
Number Highest Lowest
of shares price paid price paid Aggregate
repurchased per share per share price paid
BEE EXNER EXNER
Month/year £/8 RO EE REER BIEER X E
HKD HKD HKD'000
BT BT THET
May 2019 —E-hFHA 3,024,400 39.05 35.95 112,696
June 2019 —E-hFRA 178,400 35.70 35.25 6,327

119,023

In May and June 2019, the Company repurchased
3,202,800 H shares in total, representing 0.708% of
the tofal shares of the Company, on the Stock Exchange
for an aggregate price of HK$119,023,000 (equivalent
approximately to RMB105,146,000). The aggregate
consideration paid in connection with the repurchase
included attributable fransaction costs of RMB 105,515,000
was accounted as treasury shares of the Company at 30
June 2019. Treasury shares are not enfifled for dividends
and are recognised as deduction from equity in the Group's
consolidated statement of financial position. The treasury
shares were subsequently cancelled on 16 July 2019.

RZZE-NAFERARNA  ARFAR
B FTIA 8 £ 58 119,023,0007% 7T (48
BERAHARKEN05146,0007T) B M
& #£3,202,800 R HR - HERAR
AR {0 4 889 0.708% - shEE @ B ff
MBREB(EREBEXIHA)ARE
105,515,000t =E—NEFERA="T
BERARREREKND AR - BERNH
BERESKE  YRNAEELGRA MBI
MRMER RS - BIFRMHEEER
R-ZE-NFEA+T/NBEHE -

YICHANG HEC CHANGJIANG PHARMACEUTICAL CO., LTD. EERB AR ITIEXRHERA A
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[Expressed in Renminbi unless otherwise indicated)

(BRSBEEBI  HUARKEZS)

18 CAPITAL,

RESERVES AND

DIVIDENDS (c..)

(c)

(d)

Equity seftled share-based transactions

Pursuant to the equity transfer agreement with TaiGen
Biopharmaceuticals Co.[Beijing), Lid.("TaiGen"] on 27
March 2017, the Group granted an option to TaiGen fo
purchase up to 9% equity inferests in its subsidiary Dongguan
HEC TaiGen Biopharmaceuticals Co., lid.["HEC TaiGen")
for obtaining the research and development service provided
by TaiGen in the clinical frial of new antirhepatitis C drug. In
May 2019, the agreed vesting conditions have been met as
the positive result of Phase Il clinical frial of new antihepatitis
C drug were confirmed by the Group and TaiGen. On 10
June 2019, TaiGen confirmed that TaiGen will not exercise

the share option in wriften.

As at 30 June 2019, the Group reversed the amount
recognised in non-controlling interests for the share optfion
and charged the same amount directly fo refained profits as

the opfion expired.

Capital management

The Group's primary objectives when managing capital
are fo safeguard the Group's ability to continue as a
going concern, so that it can continue fo provide refurns
for shareholders and benefits for other stakeholders, by
pricing products commensurately with the level of risk and by

securing access to finance at a reasonable cost.

The Group actively and regularly reviews and manages ifs
capifal sfructure to mainfain a balance between the higher
shareholder returns that might be possible with higher levels
of borrowings and the advantages and security afforded
by a sound capifal position, and makes adjustments to the

capital structure in light of changes in economic conditions.

The Group monitors its capital sfructure on the basis of
an adjusted net debtfo-capital ratio. For this purpose,
adjusted net debt is defined as total debt [which includes
interestbearing loans and borrowings and lease liabilities)
plus unaccrued proposed dividends, less cash and cash
equivalents, time deposits with maturities over 3 months
and other financiol assets. Adjusted capital comprises all

components of equity, less unaccrued proposed dividends.

185X » FERKRE »

(c)

(d)

DIEmA RN RO X5
REEASBEERE (LR AR
([ABDR=-F—tF=ZA=++AK
BiEERRH  ARENARRTRE
TR O% 1 R KL /B R R RS2 3RS
CEBEREAREEQA(RBAA
£ RIEOIET] - NEBKRENRT
R BT RIS - K=
T-NERA - ARAEERARER
MR EISERABROERLER - 17
EBBIGIHEEER - RZT—NER
A+EB  ABRBAZETEUEEN
HATERRBASE -

R_B-—NFRA=TH  AEERBE
REE O RS RN SR - IR
B RO R B B IR MR B R M A AR AR
FI& %8 °

BEXREHE
AEEEEEANTERNEHERLR
BIRERRE S - IEMEREEMIBE BIZE
BKFREREE - NBHEASEK
ARGRE  #ESKRRREHROR - I
REMN AR E RN

AEBEBNEEHFELERRELRE
B AERERSKRRD®MEEKF
EFZE - ARERRZE ST E
M FeRTE  mINTEs
REBERSE MABREEARERE -

AEBURHEFEHRERN L REE
HENRRE - 5Lt 5 - EHBFER
Ty 5E AR TS (B R AT B E A EFRIA
EEERE) ZMAREEZREARE
MAEFERR  HRBE3EANTH
FRMEMEREE - KRAEEANRRE
BT AAMKER
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18 CAPITAL,

DIVIDENDS (c..)

(d) Capital management (Conrd)

RESERVES AND

The Group has initially applied IFRS 16 using the modified

refrospective approach. Due fo there were no significant

operating lease, this changes has no significant impact on

the Group's fotal debt and adjusted net debttocapital rafio.

The Group's adjusfed net debto-equity ratios af 30 June
2019 and 31 December 2018 are as follows:

NOTES TO THE UNAUDITED INTERIM FINANCIAL INFORMATION ARAS 2842 71 BB 7465 & BT 5T

[Expressed in Renminbi unless otherwise indicated)

(BRSBEEBI - HAARKEZ27)

1854 FERKRE »

(d) EXEEE)

AEBECERREFTNEPENFER
BIBREI S IREERNFE 165% - ANAL TS
REZHE  HEPREHAEENR
B R EHBFEFEEN L REKE

2,488
K& -

AEER-F—AFAA=+AR-E
—N\E+-A=+—AZEBEFAM
WS ENT

30 June 31 December

2019 2018

RZBE-HhE K= N\F

NA=+H +-A=+—H

Note RMB’000 RMB'000

B 5T AR¥TR AREFIT

Bank loans IRITER 356,235 53,399

Non-current interestbearing borrowings  JERBIET EE K 17 2,825,580 -

Total debt 4BIETS 3,181,815 53,399

Add:  Proposed dividends e EERE 18(a) 448,820 271,214

less:  Cash and cash equivalents o IBeMReEEER 15 (2,857,444) (593,746)
Time deposits with maturities FEHA=@AMN

over 3 months K7 BB 3R (100,000) -

Other financial assefs HEthamEE 14 (260,000) -

Adjusted net debt KRARFEE 413,191 (269,133)

Total equity BIETS 4,265,563 3,678,928

less: Proposed dividends W EERE 18(a) (448,820) (271,214)

Adjusted Capital BRABER 3,816,743 3,407,714

Adjusted net debt-to-equity ratio EHEEFE EHERLR 11% N/A i

Neither the Company nor its subsidiaries are subject to

externally imposed capital requirements.

AR T FE AT 2 VR IR
A EARES, -

YICHANG HEC CHANGJIANG PHARMACEUTICAL CO., LTD. EERB AR ITIEXRHERA A
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[Expressed in Renminbi unless otherwise indicated)

(BRSBEEBI  HUARKEZS)

19FAIR VALUE MEASUREMENT OF
FINANCIAL INSTRUMENTS

(a) Financial assets and liabilities measured at fair
value

(i)

Fair value hierarchy

The following table presents the fair value of the
Group's financial instruments measured af the end of
the reporting period on a recurring basis, categorised
info the threeevel fair value hierarchy as defined in
IFRS 13, Fair value measurement. The level into which
a fair value measurement is classified is determined
with reference to the observability and significance of

the inputs used in the valuation fechnique as follows:

e level 1 valuations: Fair value measured using

only level 1 inputs i.e. unadjusted quoted prices
in active markets for identical assefs or liabilities

at the measurement date

e level 2 valuations: Fair value measured using

level 2 inputs i.e. observable inputs which
fail to meet level 1, and not using significant
unobservable inputs. Unobservable inputs are

inputs for which market data are not available

e level 3 valuations: Fair value measured using

significant unobservable inputs

The Group has a team headed by the finance
manager performing valuations for the conversion
option embedded in convertible bonds. The team
reports directly to the chief financial officer and the
audit committee. A valuation report with analysis of
changes in fair volue measurement is prepared by the
feam af each inferim and annual reporting date, and is
reviewed and approved by the chief financial officer.
Discussion of the valuation process and results with the
chief financial officer and the audit committee is held

twice a year, fo coincide with the reporting dates

19 TANQIABETE

(o) ARAREEFENEHEERE

&

(i) AREEER
TRIRR TS R IRAE T R
AEMAEESRTIANDAE
- HERERABREEAS3
AR EEFEMRENZRAA
{EEEA - AR BB EHHLEK
Ty E (S ERT A A8 A B IEL
RRMEREEHEENT :

s FIAME:EEAF AW
ABIBFTENAAEE - BIE
AFERHMEREELAENG
BHISH REHBNRE

o E2MMEE: ERE2RBA
BEAENAAREE AR
BEERIE | R AR R AR
B BREREATAIBRS
ABIE - TAIBER A ABUR
EERERTIS BB AR
&

o  FIMHE: ERMERTHE
RRABBTENAAEE

AEERA —ERMHEEREN
B - YA EREST SRR
EITHE - ZEFRERAYBRE
REZZEGRE - RERERS
HMERREAHRRER—DONA
REBEAEZSHNMEERS - XH
MIGREFEMH NI E - BFHPBE
REMEZZ B G LERRERE
RETMRF R - 51wm B HRRE
BEEYAE ©
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[Expressed in Renminbi unless otherwise indicated)

(BRSBEEBI - HAARKEZ27)

19 FAIR VALUE MEASUREMENT OF
FINANCIAL INSTRUMENTS (.14

(a) Financial assets and liabilities measured at fair
value (Cont'd)

(i)

Fair value hierarchy (Cont'd)

Fair value at

19T ENAAREBETE®

(o) ARAREEFENEREERE
&)
(i) ArMERRE)

Fair value measurements as at

30 June 2019 30 June 2019 categorised into
R=Z-NF
AB=+H R-B-AFANA=THEH
ZAREBE AREBEFAEDESR
Level 1 Level 2 Level 3
1R E2% E3IH
RMB'000 RMB'000 RMB'000 RMB'000
ARBTFT ARETT ARETT ARBTET
Recurring fair value REMHELIR
measurement BEE
Derivative financial instruments $74 4 g T B
— Conversion option — R A R[22
embedded in convertible BHzi
bonds g 693,204 - 693,204 -

During the six months ended 30 June 2019, there
were no fransfers between level 1 and level 2, or
transfers into or out of level 3. The Group's policy
is to recognise transfers between levels of fair value
hierarchy as af the end of the reporting period in which
they occur.
(ii) Valuation techniques and inputs used in
Level 2 fair value measurements
The fair value of conversion option embedded in
convertible bonds in level 2 is the estimated amount
that the Group would pay to ferminate the option af
the end of the reporting period, taking info account
the underlying share price and the potential shares

outstanding fo be converted.

BE_Z-NAFRA=TBILRE
A SB1REE2S 2 R EER
FEARBHEIR - AEBEHIK
RIRBEEBEORS MRERR
AEBEEARBELR 2 HNE

85

Ak ©

F2RMDAEEFENEANMGE
R i Fdm A BE

AT AR MB A M R B TTAR
D& - F2MATERMEFPTTRALZ
BEEN AR BEATEEERS
HIRFB MUK IEBENGGT 2
B

(ii)

YICHANG HEC CHANGJIANG PHARMACEUTICAL CO., LTD. EERB AR ITIEXRHERA A
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(BRSBEEBI  HUARKEZS)

19 FAIR VALUE MEASUREMENT OF 192 TANARBENE®
FINANCIAL INSTRUMENTS (.14

(b) Fair values of financial assets and liabilities (b) LA ABEUIMGXTIERNE R
carried at other than fair value EEREBEAREE
The carrying amounts of the Group's financial instruments ARE EIL AN S SR AN T BR B & Bt T
carried af cost or amortised cost were not materially different EfEEEER -_T—NFNA=1H
from their fair values as at 30 June 2019 except for the AN BETESEAEZE  HUTESRE
following financial instruments, for which their carrying TEKRIN  ZZE2MTEANEABLA
amounts and fair value are disclosed below: AEERENT :
At 30 June 2019 At 31 December 2018
R=ZB-hFEXA=+E KT \F+ZA=1+—H
Carrying Carrying
amount  Fair value amount Fair value
FREE AREE FREE NAEE

RMB’000 RMB’000 RMB'000 RMB'000
ARBTR AR®BTRT ARKETT ARETRT

Convertible bonds AT
— liability component —BEHy 2,132,376 2,181,531 - -
20CAPITAL COMMITMENTS 20 & A AEIE
Capital commitments outstanding at 30 June 2019 not provided RZZE-NFRNA=1TH ETHUBRS
for in the inferim financial report were as follows: RARBHBEREITE AR T ¢
At 30 June At 31 December
2019 2018
R=B-h&E R_ZT)\F
RAA=+HR +tZA=+—H
RMB’000 RMB'000
ARBFR ARETTT
Contracted for =ETE:S)
— Acquisition of properly, plant and equipment —BEYE  BELRE 385,710 283,413
— Acquisifion of infangible assefs —-BEEBILEE 1,181,617 408,400

1,567,327 621,813
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[Expressed in Renminbi unless otherwise indicated)

(BRSBEEBI - HAARKEZ27)

21MATERIAL RELATED PARTY

TRANSACTIONS

During the six months ended 30 June 2019 and 2018, the

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

the Group include the following:

Name of related party
B B8

21EXBEBARS

REBE_Z-NFER-_FT-\FXRA=1H
ERER - ARREEBR/AEE R
BEATER

Relationship with the Group
EAKENRR

HEC Pharm Co., lid. ("HEC Pharm”)
BEERGHEXRHAERAR(EERGEES])

Sunshine Lake Pharma Co., ltd. {"Sunshine Lake Pharma”)

ERRGNEXAR AR ([ERRBIEX])

Shaoguan HEC Packaging and Prining Co.,
lid. {"Shaoguan HEC Prinfing”)
HEARS B EERIARA R ([ HBEARE IR 1)

Yichang HEC Power Plant Co., lid. ["HEC Power Plant”]
HERGHANBEARAGB(EERGEE])

Yidu Shanchengshuidu Project Construction Co.,
ltd. ("Yidu Construction”)
HEILBOKERETIZER AR ([E#EE])

Ruyuan HEC Pharmaceutical Co.,
lid. {"Ruyuan HEC Pharmaceutical”)
FURRPS Y EEBR AR ([FLIRRBEG B2 )

Yidu Changjiong Machinery Equipment Co.,
ltd. ("Yidu Machinery Equipment”)
HERTEHRERR AR ([ EHBEmMRE])

Guangdong HEC E-Business Co., ltd. ("HEC E-Business”)
EXRREGHXETFTEHBERAR(REHEFEE])

Shenzhen Dong Yangguang Industrial Development Co.,
lid. (“Shenzhen HEC Industrial”)
ATRGHEXZRERAR(DRYITREHEX])

Dongguan HEC Research and Development Co., lid. ("HEC
Pharmaceutical Research and Development”)

REMRZREIEYHEHER DA ([ R EWHE])

*

The official names of these companies are in Chinese.

YICHANG HEC CHANGJIANG PHARMACEUTICAL CO.,

The English translation of the above companies’ names s for reference only.

effectively owned by the ultimate controlling shareholder
HEREEBRRE S

effectively owned by the ultimate confrolling shareholder
HREERRRERER

effectively owned by the ultimate confrolling shareholder
HRRERRRES A

effectively owned by the ultimate controlling shareholder
HREIERRRE R AR

effectively owned by the ultimate confrolling shareholder
HREEBRRE R ER
effectively owned by the ultimate confrolling shareholder
HEREERRRE R ER
effectively owned by the ultimate controlling shareholder
HREIERRRER AR

effectively owned by the ultimate confrolling shareholder
HREEBRCRE RS

effectively owned by the ultimate confrolling shareholder
HEREERRRE R ER

effectively owned by the ultimate confrolling shareholder

¥ PRARAENEXEEREHRSE  ZERFTNE
RV LE

ITD. EERBARIEZRNARQE
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[Expressed in Renminbi unless otherwise indicated)

(BRSBEEBI  HUARKEZS)

21 MATERIAL RELATED PARTY
TRANSACTIONS (o9

(a) Transactions with related parties

(a)

During the six months ended 30 June 2019 and 2018,

the Group entered into the following material related party

transactions:

2N1EXREBRERZ 2

SRR T 2 R 5
RBE-Z-NER-ZF-N\FXA
S+BEARER - AEEITSIATER
BB RS -

Six months ended 30 June

BEAA=tHILAEA

2019 2018
—E-hF —T-NF
RMB’000 RMB'000
ARBT T AREEFTT
(i) Purchase of goods from: ) BUTZHEESR:
HEC Pharm EE RS EEE 9,026 7,348
Shaoguan HEC Prinfing RS S EN R 11,566 9,910
HEC Power Plant BHERIGHES 4,221 3,808
Ruyuan HEC Pharmaceutical FURRBS B 1,729 -
26,542 21,066
(i) Sales of goods to: i) TMUATEFHEER:
Sunshine Lake Pharma RSB 1,894 494
li)  Other services received from: [il) BEXATEFIRED
AR -
Yidu Construction HHEZE 32,462 140,285
HEC Pharm BHERG Bz 1,834 1,286
Sunshine Lake Pharma R RS BEE 1,729 -
36,025 141,571
(iv)  Payment past through: (iv) BBATETNK
Shenzhen HEC Industrial TR LT 83,439 17,331
[v)  Purchase of equipment and (v) BUATEFEERE
infangible assets from: NEEE
Sunshine Lake Pharma ERERG B 221,100 -
Yidu Machinery Equipment B R 4,054 -
HEC E-Business RGHE TR 943 -
226,097 -
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[Expressed in Renminbi unless otherwise indicated)

(BRSBEEBI - HAARKEZ27)

21 MATERIAL RELATED PARTY

TRANSACTIONS (o9

(b) Balances with related parties

(i) Amounts due from related parties

(b) EEBAEETS HOAEER
(i) FElBRE T R

yAEDN L RN

At 30 June At 31 December
2019 2018
R=B—-N&F RT-N\F
AA=+H +ZHA=+—H
RMB’000 RMB'000
ARET T AREEFTT
Prepayment to: TERFRIA
Sunshine Lake Pharma ERRG G 1,349,817 717,700
HEC Pharmaceutical Research and DI e
Development - 2,208
Others Hith - 57
1,349,817 719 965
Trade receivables from: EBATE FHE ZRIE -
Sunshine Lake Pharma ERRG G 462 -

(i) Amounts due to related parties

(ii) FEA IR EE

At 30 June At 31 December
2019 2018
R=ZB-AE RZ-ZT)N\HF
AA=tHE tZ-A=t+—H
RMB’000 RMB'000
AR®TRT ARETT
Trade and other payables fo: ENUATETNES R
H 08 -
Shaoguan HEC Printing RS L ENRI 7,297 2,929
Yidu Construction H#PREE - Q9,164
Others Hith - 11
7,297 12,104

YICHANG HEC CHANGJIANG PHARMACEUTICAL CO., LTD. EERB AR ITIEXRHERA A
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(BRSBEEBI  HUARKEZS)

21 MATERIAL RELATED PARTY
TRANSACTIONS .4
(b) Balances with related parties (Contd)
(i) Guarantee from related parties

215 KRBEHHERB =)

(b) E2RAEEFS HVEEER(2)
(iii) BB S IBAR

At 30 June At 31 December

2019 2018

R=B—-N&F RT-N\F

AA=+H +ZHA=+—H

RMB’000 RMB'000

ARET T AREEFTT

Shenzhen HEC Industrial YIRS E 10,000 10,000

(c) Key management personnel compensation

Key management personnel compensation comprised:

(c) ETEEEASHHRH
EEERABMBMEBIE -

Six months ended 30 June
BZEAA=1HIEAREA

2019 2018

—E-hEF —ZE-N\F

RMB’000 RMB'000

ARET T ARETIT

Salaries, wages, bonuses and benefits e L& - EAER 880 797
Contribution to refirement schemes RIRFHEIE R 51 59
931 856

22NON-ADJUSTING EVENTS AFTER
THE REPORTING PERIOD

[l After the end of the reporting period, the board of directors
of the Company approved a distribution of dividends.
Further details are disclosed in Note 18(ali).

[i]  On 16 July 2019, the Company cancelled all of its treasury
shares, which repurchased from The Stock Exchange of
Hong Kong Limited in May and June 2019 (Note 18 (b)).
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REGISTERED NAME

YiChang HEC Changliang Pharmaceutical Co., Lid.

DIRECTORS
Executive Directors
Mr. JIANG Juncai

Mr. WANG Danijin
Mr. CHEN Yangui
Mr. LI Shuang

Non-executive Directors
Mr. TANG Xinfa (Chairman)
Mr. Eddy HUANG

Independent Non-executive Directors
Mr. TANG Jianxin

Mr. FU Hailiang

Mr. LEE Chi Ming

REMUNERATION AND EVALUATION
COMMITTEE

Mr. FU Hailiang (Chairman)

Mr. TANG Jianxin

Mr. JIANG Juncai

AUDIT COMMITTEE
Mr. TANG Jianxin (Chairman)

Mr. TANG Xinfa

Mr. LEE Chi Ming

NOMINATION COMMITTEE
Mr. LEE Chi Ming (Chairman)

Mr. Eddy HUANG

Mr. FU Hailiang
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SUPERVISORS
Mr. TANG Jinlong

Mr. LUO Zhonghua

Mr. WANG Shengchao

JOINT COMPANY SECRETARIES

Mr. PENG Qiyun
Ms. NG Wing Shan (FCS, FCIS)

AUTHORIZED REPRESENTATIVES
Mr. TANG Xinfa

West Fourth Floor, Building 106

Huofa North Road, Futian District, Shenzhen

Guangdong Province, the PRC

Ms. NG Wing Shan

40th Floor, Sunlight Tower
No. 248 Queen’s Road East
Wanchai, Hong Kong

REGISTERED OFFICE
No. 38 Binjiang Road

Yidu, Yichang

Hubei Province

the PRC

THE PRINCIPAL PLACE OF BUSINESS
IN PRC

No. 38 Binjiang Road

Yidu, Yichang

Hubei Province

the PRC

PRINCIPAL PLACE OF BUSINESS IN
HONG KONG

40th Floor, Sunlight Tower

No.248 Queen's Road East

Wanchai

Hong Kong
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PRINCIPAL BANKER
China Construction Bank Co., Ltd.
Qingjiang Subbranch

56 Changjiang Avenue

Yidu, Hubei Province

the PRC

AUDITORS
KPMG

Certified Public Accountants
8/F, Prince’s Building

10 Chater Road Central
Hong Kong

PRC LEGAL ADVISORS

Jia Yuan Law Offices

F408 Ocean Plaza

158 Fuxingmennei Avenue
Xicheng District

Beijing

the PRC

H SHARE REGISTRAR

Computershare Hong Kong Investor Services Limited
Shops 1712-1716, 17th Floor, Hopewell Centre
183 Queen's Road East

Wanchai, Hong Kong

STOCK CODE

01558

COMPANY'’S WEBSITE

www.hec-changjiang.com

LISTING PLACE

The Stock Exchange of Hong Kong Limited
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