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FINANCIAL HIGHLIGHTS

Six monthsended 30 June

2014 2013 I ncrease/

HK$'000 HK$'000 (Decrease)

Revenue 3,701,221 3,745,899 (1.2%)

EBITDA 1,283,137 514,234 149.5%

Profit before taxation 790,413 84,290 837.7%
Profit for the period attributable

to owners of the Company 709,906 42,992 1,551.3%

Earnings per share
- Basic HK 43.64 cents HK 2.64 cents 1,553.0%
- Diluted HK 43.64 cents HK 2.62 cents 1,565.6%




The Board of Directors (the “Board”) of The Unitédiboratories International Holdings Limited (the
“Company”) is pleased to announce the unauditedalarated results of the Company and its subsigBari
(the “Group”) for the six months ended 30 June 2@ddether with the comparative figures for the
corresponding period in 2013 as follows:

CONDENSED CONSOLIDATED STATEMENT OF PROFIT OR LOBS8ID
OTHER COMPREHENSIVE INCOME
FOR THE SIX MONTHS ENDED 30 JUNE 2014

Six months ended 30 June

2014 2013
(Unaudited) (Unaudited)
Notes HK$'000 HK$'000
Revenue 3 3,701,221 3,745,899
Cost of sales (2,160,269) (2,599,139)
Gross profit 1,540,952 1,146,760
Other income 4 467,882 51,591
Other gains and losses 5 (15,752) 1,481
Selling and distribution costs (627,777) (608,173)
Administrative expenses (292,206) (262,794)
Research and development expenditures (62,794) (52,987)
Other expenses 8 (14,850) (49,178)
Impairment loss recognised in respect of
property, plant and equipment (28,747) (93,833)
Fair value change on investment properties 1,258 -
(Loss) gain on fair value change of derivative
components of convertible bonds (13,001) 54,486
Finance costs 6 (164,552) (103,063)
Profit before taxation 790,413 84,290
Taxation 7 (80,507) (41,298)
Profit for the period attributableto
owners of the Company 8 709,906 42,992
Other comprehensive income:
Items that will not be reclassified to profit or ¢s:
Exchange differences arising on
translation to presentation currency (242,456) 111,864
Total comprehensiveincomefor the period
attributable to the owners of the Company 467,450 154,856




Six months ended 30 June

2014 2013
(Unaudited) (Unaudited)
Note HK cents HK cents
Earnings per share 10
- Basic 43.64 2.64
- Diluted 43.64 2.62




CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSIDN
AS AT 30 JUNE 2014

30 June 31 December
2014 2013
(Unaudited) (Audited)
Notes HK$'000 HK$'000
Non-current assets
Property, plant and equipment 11 9,727,395 9,807,079
Investment properties 11 2,260,986 2,320,316
Prepaid lease payments 109,921 114,275
Goodwill 3,840 3,866
Intangible assets 58,945 60,674
Deposit for land use rights 164,680 169,094
Deposits for acquisition of property,
plant and machinery 302,838 464,635
Pledged deposits against finance lease 124,230 100,772
Prepayment 20,179 -
Deferred tax asset 41,321 17,911
12,814,335 13,058,622
Current assets
Inventories 1,698,536 1,271,855
Trade and bills receivables,
other receivables, deposits and
prepayments 12 2,600,834 3,290,653
Derivative financial instruments 20,038 7,917
Prepaid lease payments 2,819 3,632
Pledged bank deposits 1,092,058 886,824
Bank balances and cash 1,188,639 1,080,713
6,602,924 6,541,594
Current liabilities
Trade and bills payables
and accrued charges 13 3,572,574 4,274,793
Derivative financial instruments 23,317 7,364
Obligations under finance leases
- due within one year 710,585 549,357
Tax payables 44,285 32,870
Borrowings - due within one year 4,822,394 4,998,359
9,173,155 9,862,743
Net current liabilities (2,570,231) (3,321,149)
Total assetslesscurrent liabilities 10,244,104 9,737,473
Non-current liabilities
Deferred tax liabilities 967,503 983,132
Deferred income in respect of
government grant 108,997 107,271
Obligations under finance leases
- due after one year 741,823 669,145
Borrowings - due after one year 1,348,805 1,381,240
Convertible bonds 127,697 114,856
3,294,825 3,255,644

6,949,279 6,481,829

Capital and reserves
Share capital 16,269 16,269
Reserves 6,933,010 6,465,560

Equity attributable
to owners of the Company 6,949,279 6,481,829



NOTES:

1.

BASIS OF PRESENTATION

The condensed consolidated financial statemens Ibeen prepared in accordance with Hong Kong
Accounting Standard 34 (HKAS 34) "Interim Financieporting" issued by the Hong Kong
Institute of Certified Public Accountants (the "HEPA") as well as with the applicable disclosure
requirements of Appendix 16 to the Rules Goverring Listing of Securities on The Stock
Exchange of Hong Kong Limited.

As at 30 June 2014, the Group had net curreniitiab of approximately HK$2,570,231,000. The
directors of the Company are of the opinion thaltirtg into account the available banking facilities
and internal financial resources of the Group,@neup has sufficient working capital for its presen
requirements that is for at least the next twehantins commencing from the end of the reporting
period. Hence, the condensed consolidated finarste&tements have been prepared on a going
concern basis.

PRINCIPAL ACCOUNTING POLICIES

The condensed consolidated financial statemente baen prepared on the historical cost basis
other than certain financial instruments measutddiavalue through profit or loss and investment
properties measured at fair value.

The accounting policies and methods of computati®ed in the condensed consolidated financial
statements for the six months ended 30 June 2@ltharsame as those followed in the preparation
of the Group's annual financial statements foryder ended 31 December 2013.

In the current interim period, the Group has aeédpind applied, for the first time, certain new
interpretation and amendments to the Hong Kongrigiaa Reporting Standards (“HKFRSs") issued
by the HKICPA that are mandatorily effective foetburrent interim period.

The application of these new interpretation anceraiments to HKFRSs in the current interim
period has had no material effect on the amourmsrted in the condensed consolidated financial
statements and/or disclosures set out in the caedeconsolidated financial statements.

REVENUE AND SEGMENT INFORMATION

Revenue represents the net amounts received eeidakle for goods sold by the Group to outside
customers, less discounts and sales related taxes.

Six monthsended 30 June

2014 2013

(Unaudited) (Unaudited)

HK$'000 HK$'000

Sales of goods 3,701,221 3,745,899

The Group is currently organised into three reeestteams, including (i) sale of intermediate potgiu
(“Intermediate products”); (ii) sale of bulk meudiie (“Bulk medicine”); and (iii) sale of antibiosc
finished products, non-antibiotics finished praduand capsule casings (collectively referred as
“Finished products”). These three revenue strearasthe operating and reportable segments of the
Group.



The following is an analysis of the Group’s reverand result by operating segments for the period

under review:

For the six months ended 30 June 2014 (unaudited)

Intermediate Bulk Finished Segments’
products medicine products Total Elimination  Consolidated
HK$’000 HK$'000 HK$’000 HK$'000 HK$'000 HK$’000
TURNOVER
External sales 497,773 1,914,528 1,288,920 3,701,221 - 3,701,221
Inter-segment sales 808,435 301,218 - 1,109,653  (1,109,653) -
1,306,208 2,215,746 1,288,920 4,810,874  (1,109,653) 3,701,221
Segment profit 169,421 195,471 279,144 644,036
Unrealised profit
elimination (11,726) (19,775) (11,563) (43,064)
157,695 175,696 267,581 600,972
Unallocated
other income 446,902
Other gains and losses (15,752)
Unallocated expenses (36,667)
Impairment loss
recognised in respect
of property, plant and
equipment (28,747)
Fair value change on
investment properties 1,258
Loss on fair value
change of derivative
components
of convertible bonds (13,001)
Finance costs (164,552)
Profit before taxation 790,413



For the six months ended 30 June 2013 (unaudited)

Intermediate Bulk Finished Segments’
products medicine products Total Elimination = Consolidated
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TURNOVER
External sales 807,902 1,728,245 1,209,752 3,745,899 - 3,745,899
Inter-segment sales 665,427 151,188 - 816,615 (816,615) -
1,473,329 1,879,433 1,209,752 4,562,514 (816,615) 3,745,899
Segment profit 2,156 67,744 224,495 294,395
Unrealised (loss) profit
elimination (1,577) 1,172 - (405)
579 68,916 224,495 293,990
Unallocated
other income 27,434
Other gains and losses 1,481
Unallocated expenses (96,205)
Impairment loss
recognised in respect
of property, plant and
equipment (93,833)
Gain on fair value
change of derivative
components
of convertible bonds 54,486
Finance costs (103,063)
Profit before taxation 84,290

The performance of the Group is measured basesegment profit that is used by the CODM for
the purposes of resource allocation and assesahsegment performance.

Inter-segment turnover is charged at prevailingketarates.

Reportable segment profit represents the profitechby each segment without allocation of subsidy
income, bank interest income, (loss) gain on faatug change of derivative components of
convertible bonds, sundry income, certain othereasps relating to relocation, other gains and
losses, corporate expenses and staff costs, impatribss recognised in respect of property, plant
and equipment, fair value change on investmentegtigs and finance costs.

Total assets and liabilities for reportable segmeme not presented in the condensed consolidated
financial statement, as the information is not fedy provided to the CODM. Accordingly, the
Group has not included total assets or liabilitifsrmation as part of segment information.



OTHER INCOME

Six months ended 30 June

2014 2013

(Unaudited) (Unaudited)

HK$'000 HK$'000

Bank interest income 15,022 24,196
Sales of raw materials 11,070 13,584
Subsidy income (note) 429,946 10,573
Sundry income 11,844 3,238
467,882 51,591

Note:

Included in the amount for the six months eh@®0 June 2014 mainly consists of (i)
approximately HK$392,375,000 representing incestiveceived by a group entity in
Chengdu which is for compensating losses incumelation to cessation of production in
2013 in Chengdu; (ii) approximately HK$34,721,00@entives as immediate financial
support with no future related costs expected tmberred nor related to any assets; and (iii)
approximately HK$566,000 grants for the purposérafncing certain expenditures on new
products development.

Included in the amount for the six months endedJ8Be 2013 mainly consists of (i)
approximately HK$9,572,000 incentives received lyr@up entity for the development of
environmental friendly manufacturing, pollution peation and advanced technology which
is accounted for as immediate financial supporhwibv future related costs expected to be
incurred nor related to any assets; and (ii) apprately HK$500,000 grants for the purpose
of financing certain expenditure on new productgetioment.

OTHER GAINS AND LOSSES

Six months ended 30 June

2014 2013

(Unaudited) (Unaudited)

HK$'000 HK$'000

Exchange (losses) gains, net (21,027) 2,905
Investment income on forward contracts 9,601 -
Fair value change on derivative financial instruteen (3,979) (3,308)
Others (347) 1,884
(15,752) 1,481




FINANCE COSTS

Interest on borrowings wholly repayable within figears
Interest on convertible bonds wholly

repayable within five years
Interest on finance leases wholly repayable

within five years

Less: amounts capitalised in property,
plant and equipment

TAXATION

The charge comprises:

Current tax
Hong Kong Profits Tax
People’s Republic of China (the “PRC")
enterprise income tax (“EIT")
PRC withholding tax
Overprovision of PRC enterprise income tax
in respect of prior years

Deferred tax

Hong Kong Profits Tax is calculated at 16.5% (giwnths ended 30 June 2013: 16.5%) of the

estimated assessable profit for the period.

Under the Law of the PRC on Enterprise Income {tae "EIT Law") and Implementation of
Regulation of the EIT Law, the tax rate of the PR(Msidiaries is 25%. Besides, with effect from 1
January 2008, a subsidiary is qualified as highstetogy company (under the new PRC Enterprise

Six months ended 30 June

2014 2013
(Unaudited) (Unaudited)

HK$'000 HK$'000
175,527 142,718
7,640 58,064
57,899 20,260
241,066 221,042
(76,514) (117,979)
164,552 103,063

Six monthsended 30 June

2014 2013
(Unaudited) (Unaudited)
HK$'000 HK$'000
8,622 2,781
74,914 50,081
16,132 3,054
- (3,927)
99,668 51,989
(19,161) (10,691)
80,507 41,298

Income Tax Law) and is eligible to a reduced PRT fiate of 15% up to August 2014.

The taxation charge for current PRC EIT for therent interim period is calculated after takingoint
account the utilisation of unused tax losses aniogrb approximately HK$294,000,000 for which

no deferred tax asset was previously recognised.



PROFIT FOR THE PERIOD

Six months ended 30 June

2014 2013
(Unaudited) (Unaudited)
HK$'000 HK$'000
Profit for the period has been arrived at
after charging (crediting):
Depreciation and amortisation
Depreciation of property, plant and equipment 325,907 324,657
Amortisation
- intangible assets 147 365
- prepaid lease payments 2,118 1,859
328,172 326,881
Impairment loss in respect of
written down of intangible assets - 1,912
(Reversal of) provision of allowance of doubtfubtie (1,211) 5,119
(Reversal of) provision of allowance for inventarie (5,907) 16,300
Amounts included in other expenses
- Staff redundancy costs (Note) - 10,988
- Other direct costs relating to relocation (Note - 35,267
- Written down of deposit for acquisition of
property, plant and equipment 9,938 -

Note: During the period ended 30 June 2013, theusdecided to relocate the production of 6-APA
in Chengdu site to Inner Mongolia (“Relocation”)elBvant costs attributable to Relocation were
recognised as other expenses.

DIVIDEND

The Board does not recommend the payment of arninmdividend for the six months ended 30 June
2014 (six months ended 30 June 2013: Nil).

EARNINGS PER SHARE

The calculation of basic and diluted earningsgbere attributable to the owners of the Company is
based on the following data:

Six months ended 30 June

2014 2013
(Unaudited) (Unaudited)
Earnings HK$'000 HK$'000
Earnings attributable to owners of the Company
for the purpose of calculation of basic earniergghare 709,906 42,992
Effect of dilutive potential ordinary shares:
Interest on convertible bonds - 58,064
Gain on fair value change of
derivative components of convertible bonds - (54,486)
Earnings for the purpose of calculation of
diluted earning per share 709,906 46,570

-10 -



11.

12.

Six months ended 30 June

2014 2013
(Unaudited) (Unaudited)
Number of shares '000 '000
Number of ordinary shares
for the purpose of basic earnings per share 1,626,875 1,626,875
Effect of dilutive potential ordinary shares:
Convertible bonds - 151,705
Weighted average number of ordinary shares
for the purpose of diluted earnings per share 1,626,875 1,778,580

The computation of diluted earnings per shareterperiod ended 30 June 2014 does not assume the
conversion of the Company’s outstanding convertiieds since their exercise would result in an
increase in earning per share for the period.

MOVEMENTS IN PROPERTY, PLANT AND EQUIPMENT ANINVESTMENT PROPERTIES

The Group acquired approximately HK$520,773,000x (shonths ended 30 June 2013:
HK$1,722,823,000) on property, plant and equipnmenexpand and upgrade certain production
plants primarily in Inner Mongolia, the PRC, durithg six months ended 30 June 2014.

Following the cessation of operations in the Guypoduction facilities in Chengdu ("Chengdu
Production Plant") during the year ended 31 Decer@bé&3, the directors of the Company further
reassessed the recoverable amounts of the propknty,and equipment items in the Chengdu Plant
based on the management's latest revised estipfatesir state and condition as at 30 June 2014 and
are determined that additional impairment loss gfpraximately HK$28,747,000 (2013:
HK$93,833,000) should be recognised in the prafloss for the period ended 30 June 2014.

The fair value of the Group's investment properéie at 30 June 2014 has been arrived at based on a
valuation carried out on that date by Roma Apptaikanited ("ROMA"), an independent qualified
professional valuer, and was determined based restdiomparison approach making references to
comparable sales transactions of lands for comaiéesidential use as available in the relevant
markets and adjusted to reflect the conditions landtions of the subject properties. The resulting
increase in fair value of investment propertieapproximately HK$1,258,000 has been recognised
directly in the profit or loss for the six monthsded 30 June 2014 (six months ended 30 June 2013:
nil).

TRADE AND BILLS RECEIVABLES, OTHER RECEIVABLES, DEPOSITS AND
PREPAYMENTS

30 June 31 December

2014 2013

(Unaudited) (Audited)

HK$'000 HK$'000

Trade and bills receivables 2,054,530 2,751,998
Value-added tax receivables 302,515 286,076
Other receivables, deposits and prepayments 263,103 273,636
Less: allowance for doubtful receivables (19,314) (21,057)
2,600,834 3,290,653

-11 -



The Group normally allows a credit period of 3¢/sl& 120 days to its trade customers, and the
credit period may be extended to selected custodepending on their trade volume and settlement
with the Group. The bills receivables have averagturity period of 90 days to 180 days.

The following is an analysis of trade and billse®ables by age, presented based on the invotee da
net of allowance for doubtful receivables at thd ehthe reporting period:

30 June 31 December

2014 2013
(Unaudited) (Audited)
HK$'000 HK$'000

Trade receivables
0 to 30 days 407,039 607,924
31 to 60 days 256,841 393,976
61 to 90 days 105,430 198,875
91 to 120 days 84,143 46,645
121 to 180 days 34,977 41,075
Over 180 days 33,816 11,052
922,246 1,299,547

Bills receivables

0 to 30 days 157,393 248,973
31 to 60 days 132,331 253,352
61 to 90 days 140,670 279,729
91 to 120 days 201,126 380,413
121 to 180 days 429,043 280,262
Over 180 days 61,050 2,360
1,121,613 1,445,089

At 30 June 2014, the Group had HK$922,037,000 (8tehber 2013: HK$1,368,669,000) of bills

receivables discounted to several banks with reodny providing a credit guarantee over the
expected losses of those receivables, of which HIGED,000 (31 December 2013: HK$220,637,000)
bills receivables were issued by the Group's eatatabtors, and the remaining were issued by certai
subsidiaries of the Company for the purposes dfese¢nt or prepayment of inter-group purchase.
Accordingly, the Group continues to recognise thle darrying amount of Group's receivables from

the external debtors and has recognised the caslived on such discounted bills receivables as
secured borrowing of HK$922,037,000 (31 DecembdB3261K$1,368,669,000). In addition, as at 30

June 2014, the Group continues to recognise an rinefuHK$335,098,000 (31 December 2013:

HK$573,756,000) representing bills receivables edsby the Group's external debtors which had
been endorsed to the Group's creditors for settieme

-12 -



TRADE AND BILLS PAYABLES AND ACCRUED CHARGES

The Group normally receives credit terms of up 80 flays from its suppliers. The following is an
analysis of the trade and bills payables by agesented based on the invoice date at the end of the
reporting period:

30 June 31 December

2014 2013
(Unaudited) (Audited)
HK$'000 HK$'000
Trade payables
0 to 90 days 752,799 962,289
91 to 180 days 479,099 45,015
Over 180 days 71,188 33,258
1,303,086 1,040,562
Bills payables
0 to 90 days 584,791 710,500
91 to 180 days 132,820 187,380
717,611 897,880
Other payables and accruals 396,875 530,308
Deferred income in respect of government grants 172,793 147,999
Payables in respect of the acquisition of
property, plant and equipment 1,091,206 1,147,861
3,681,571 3,764,610
Premium payable for change of use of land in Chengd - 617,454
Less : Amount due within one year shown
under current liabilities (3,572,574) (4,274,793)
108,997 107,271

Included in the trade payables and other payalideseaare HK$212,490,000 and HK$122,608,000
(31 December 2013: HK$551,736,000 and HK$22,020,088spectively with an aggregate of
HK$335,098,000 (31 December 2013: HK$573,756,008) have been paid by endorsed bills for
which the maturity date has not yet fallen duetabeend of the reporting period (See Note 12).

CAPITAL COMMITMENTS
At the end of the reporting period, the Group hemmmitments for capital expenditure of
HK$997,789,000 (31 December 2013: HK$990,844,000)eispect of the acquisition of property,

plant and equipment contracted for but not providedthe condensed consolidated financial
statements.
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15. PLEDGE OF ASSETS

a. Other than deposits made to finance lease auewalisclosed elsewhere in the consolidated
financial statements, the Group had also pledgeddilowing assets to banks as securities against
banking facilities granted to the Group at the ehthe reporting period:

30 June 31 December

2014 2013

(Unaudited) (Audited)

HK$'000 HK$'000

Property, plant and equipment 165,528 172,128
Land use rights 33,557 34,965
Bills receivables 922,037 1,368,669
Pledged bank deposits 1,092,058 886,824
2,213,180 2,462,586

b. At 30 June 2014, the carrying value of propert@npland equipment included an amount of
HK$2,283,989,000 (31 December 2013: HK$1,001,409,0@0respect of assets held under finance
leases.

16. RELATED PARTY TRANSACTIONS

The Group’s key management personnel are all directalso included chief executives and the
remuneration to the directors of the Company duttiregperiod is as follows:

Six monthsended 30 June
2014 2013
(Unaudited) (Unaudited)
HK$'000 HK$'000
Fees 480 1,007
Salaries and other benefits 9,970 9,725
Retirement benefits scheme contribution 67 48
10,517 10,780

-14 -



MANAGEMENT DISCUSSION AND ANALY SIS

Business review for the first half of 2014

For the six months ended 30 June 2014, the Groepé&nue was slightly decreased by 1.2% to HK$32701.
million as compared with the same period in the@ding year of HK$3,745.9 million. The Group’s prof
for the period attributable to shareholders was@pmately HK$709.9 million (2013: HK$43.0 million)
representing a increase of 1,551.3%, as comparddtiaé same period in the preceding year. Segmental
turnover (including inter-segment sales) of bulkdmme and finished products were increased by%7.9
and 6.5% respectively, and segmental turnovertefrmediate products was decreased by 11.3% fasithe
months ended 30 June 2014, as compared with the gariod in preceding year. Segmental profit maogin
intermediate products, bulk medicine and finisheadpcts were 12.1%, 7.9% and 20.8% respectively for
the current period, as compared with segmentaltprargin of intermediate products, bulk medicimel a
finished products were 0.04%, 3.7% and 18.6% rédsdge for the corresponding period in last year, i
which the segment profit margin of intermediatedorcis and bulk medicine products increased hugely f
the current period.

During the first half of 2014, global economy rageadily. As the American economy showed a graguall
improvement with the U.S. Federal Reserve annogntlie continual ultra-low interest rate policy afte
withdrawal, combined with the faster growth of therozone economy since the second quarter of &ds y
and the quantitative easing policy to be rolled buytthe European Central Bank, the overall external
economy enjoyed a positive atmosphere. China’s @oangrowth was slow yet steady, up 7.5% for the
second quarter compared to the same period lastayehslightly higher than 7.4% in the first quarie
light of the unabated domestic medical and pharotécad demand fuelled by economic development,
urbanization and ageing population, Li Keqgiang, Bremier of the State Council, pointed out at “Two
Sessions” this year that it was necessary to dtienghe connection among the medical, medicaramae
and pharmaceutical industry and public health sesriby accelerating public hospital reform, orderly
lowering barriers to establish private hospitalmpiioving the essential medicine system and regulate
pharmaceutical circulation, while putting the feaf his medical reform on the private side. Furtiere,
The Decision of the Central Committee of The ComistuRarty of China on Major Issues Concerning
Comprehensively Deepening The Reform -t i g B> 4= i A e 1 B R FRERT IR E ) )
intentionally encourages the establishment of peiveospitals and allows private healthcare insting be
incorporated into the statutory coverage of medionalrance in its, which will fully expand healtihea
services of the country as well as give rise #rtbed for improving pharmaceutical supply.

Profit attributable to shareholders increased igmitly during the period as compared to the tesof last
year under review, due to the following reasons:

Higher gross profit due to the higher price of mediate products and bulk medicine products amgefo
production cost of bulk medicine products

As demand for antibiotics products in China phamugical market continued to increase, prices of
intermediate products and bulk medicine productmbeo grow steadily from the second half of 2048 a
this trend carried on in the first half of 2014.riyg the period, the price of corn, the primary naaterial of
our intermediate products, remained stable, effelstimaintained production cost of products. Momxov
the full production of the Group’s Inner Mongolidapt brought its cutting edge of vertically intetga
production into play, and the increasingly sopb&®d enzymatic amoxicillin production technologies
further reduced production costs , all contributiogn higher gross profit.

Increased sales of finished products

The Group’s recombinant human insulin products wffisially included in the Essential Drugs List &0
edition) in May 2013, which accelerated the Group'smotion and bidding work in various levels of
medical institutions across the country. During pleeiod, the Group received orders from privatephtats,
clinics and pharmacies, with sales being especpifyninent in Shandong and Henan provinces. Due to
limited choices in antibiotic products available various levels of hospitals and clinics, the dedhéor
antibiotics continued to rise during the periodyidg sales of finished products of the Group.
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Completion of the change of the land use of Chepgght

During the first half of 2013, the Group has dedidie relocate its 6-APA production lines in Chengpdant

to the Inner Mongolia production plant. The Growu lapplied to relevant government authorities &nge
the usage of the land in Chengdu plant into comiakrservice industry facility and residential usexd
obtained the approval. During the period, the Gralgpained government subsidies of approximately
HK$390,000,000, and the related plant has undergenessary procedures in respect of its land usesan
ready for redevelopment.

Liguidity and Financial Resources

As at 30 June 2014, the Group had pledged banksidspoash and bank balances amounted to HK$2,280.7
million (31 December 2013: HK$1,967.5 million).

As at 30 June 2014, the Group had interest-bedmamy borrowings of approximately HK$6,171.2 million
(31 December 2013: HK$6,379.6 million), which wedenominated in Hong Kong dollars and Reminbi with
maturity within five years. Bank borrowings of appimately HK$4,185.9 million are fixed rate loankile
the remaining balance of approximately HK$1,985ilBion is at floating rate. The directors expecatlall
such bank borrowings will either be repaid by intdly generated funds or rolled over upon matusityl
will continue to provide funding to the Group’s oaons.

As at 30 June 2014, current assets of the Groupumat®d to approximately HK$6,602.9 million (31
December 2013: HK$6,541.6 million). The Group’sreut ratio was approximately 0.72 as at 30 Juné 201
as compared with 0.66 as at 31 December 2013. A30alune 2014, the Group had total assets of
approximately HK$19,417.3 million (31 December 201&$19,600.2 million) and total liabilities of
approximately HK$12,468.0 million (31 December 20HK$13,118.4 million), representing a net gearing
ratio (calculated as total borrowings, obligatiamgler finance leases and convertible bonds leds arad
bank balances and pledged bank deposits to totetyeaf 78.7% as at 30 June 2014, as compared with
88.6% as at 31 December 2013.

Currency Exchange Exposures

The Group’s purchases and sales are mainly dentedima US dollars, Hong Kong dollars and Renminbi.
The operating expenses of the Group are mainlyang+Kong dollars and Renminbi. The Group’s treasury
policy is in place to monitor and manage its expesa fluctuation in currency exchange rates.

Contingent Liabilities

At 30 June 2014 and 31 December 2013, the Groumbiadaterial contingent liabilities.

Qutlook for second half of 2014

Looking forward, China’'s pharmaceutical market psses great potential for the second half of 2014.
According to the report of Frost & Sullivan, thengmound annual growth rate of China’s pharmaceutical
market for 2013 to 2017 will be 16%, showing a mtrogrowth fuelling the development of the
pharmaceutical industry. In addition, the MinistrfiyHealth of the PRC released a report in Septera0&2
which pointed out a total of RMB400 billion will hesed in the seven major medical system projedtsde
2020 with an average annual investment amount oBEMbillion. With population ageing growing more
severe and increased occurrence of chronic diglaseéo urbanization, and improved living standamd a
larger medical insurance coverage, market demandhéalical and healthcare also leverages signifigant
and expenses relating to medical will be in an upwiaend in future. On the other hand, with the
government’s increasingly stringent regulation @l pharmaceutical manufacturing industry, the entry
barrier of the pharmaceutical industry has contisly increased and integration of the industry is
accelerated. The Group is one of the few playensiwtan meet the most stringent standards whilatdap

to maintain stable production and increase outpad, therefore it will benefit from the integratiof the
industry.
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The Essential Drugs List (2012 edition) implemendedl May 2013 increases drug coverage to 520 types
of which 317 are chemical and biological drugs,aliincludes the Group’s insulin and amoxicillin guats.

The new drugs list will further enhance the salesetated products, driving business growth. Legeran
competitive prices and an extensive sales netwtbek,Group has already taken an early advantage and
penetrated the rural market and grass-roots levaigal organizations. In the future, the Group will
continue to expand the sale of OTC products, Chimesdicine and health products, driving the groefth
finished products.

The Group continued to strengthen its researchdmwelopment of finished products. Clinical triaty f
insulin aspart, the third generation insulin, arelerway, which further strengthens the Group’s linsu
product line. Also, the Group is developing raw engs, oral solutions and tablets for new memantin
hydrochloride, which is used in treating Alzheinsedisease. The China Food and Drug Administratas h
issued the registration documents for the drug,imgathe Group the first manufacturer in China toeiee
approval documents to replicate memantine hydreicidoproducts, thus further expanding the finished
products business. The Group is currently devetpdi® new products. Insulin glargine (third generati
insulin) and memantine hydrochloride will becom#idig force to future growth and help the Groumtan
further market share in the finished product market

For overseas sales, the Group focused on expaitdiegport business. Since 2013, all drugs impoirteul
the EU must be produced by factories with EU or Gb#tification. The Group has already obtained
EU-CEP certification, FDA certification, and GMPrtification from Japan and official certificatiomoim
Mexico. With internationally approved productionpeailities and products possessing significantepric
advantage, the Group is confident that export saitscontinue to bring satisfactory contributiobs the
Group.

For new production capacities, phase V of the Inkl@ngolia plant has already been completed and
commenced operation in the first half of the y&aot only does the expansion of production capadiitthe
Inner Mongolia plant lower production cost and eagfficiency, it is also expected that planned pobidn

can meet future development needs to effectivebomenodate the rate of expansion of the export and
domestic markets. As for Chengdu plant , Uniteddratories (Chengdu), a wholly-owned subsidiaryhef t
Group, and the Pengzhou Land Bureau executed tiiteacts to change the use of the land from indalstri
use to commercial and service industry facility aedidential uses in March 2014, and obtained the
State-owned Land Use Certificate. The Group betigbat the value of the land would be significantly
enhanced after the change of land use.

In the future, the Group shall continue to impleimés existing business development strategies.wille
continue to expand sales networks, strengthen ageeover domestic rural markets and communitiets, pu
great efforts to increase overseas sales, ancecexplore new markets with growth potentials. TBreup

will continue to bring its cutting edge in reseasnid development into play to develop products \wigh
margin and demand. At the same time, we will caito regard the recombinant human insulin prodasts
the key product of the Group and invest substaméigaburces to capture a larger market share. We wil
consider promoting the sales of related productsverseas markets as the Group’s insulin produete h
reached international standards in terms of quality production technology. Also, the Group wiltdis on
driving the sales of the newly packaged large-semmdxicillin and ampicillin, with a view to turningpem
into new growth engines for finished products saksreover, the Group is developing raw materiats)
solutions and tablets for new memantine hydroctigrivhich is used in treating Alzheimer’s dised3ese
will help the Group further increase its marketrghaith continuous market expansion.

Through enhancing its overall competitiveness,Gheup is confident that it can benefit from econesnof
scale and capture the market opportunities to miairthe momentum of sustainable development of the
Group, thus maximizing the value for its sharehddeustomers and stakeholders.

Employees and Remuneration

As at 30 June 2014, the Group had approximatel002(31 December 2013: 12,000) employees in Hong
Kong and Mainland China. The employees are remteenaith basic salary, bonus and other benefits in
kind with reference to industry practice and thedividual performance. The Group also operatebaaes
option scheme of which the Board may, at its dismne grant options to employees of the Group. ldtham

has been granted since the adoption of the shémgzheme.
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PURCHASE, REDEMPTION OR SALE OF LISTED SECURITIESOF THE COMPANY

Neither the Company, nor any of its subsidiariesipased, sold or redeemed any of the listed sexsiof
the Company during the six months ended 30 Juné.201

CORPORATE GOVERNANCE

The Company is committed to ensure high standafdsogporate governance in the interest of its
shareholders.

The Company has applied and complied with the agble code provisions set out in the Corporate
Governance Code and Corporate Governance Repda Cade”) contained in Appendix 14 of the Listing
Rules, except for certain deviations which are sanwad below:

- Code Provision A.2.1

Under the code provision A.2.1 of the CG Code,rthes of chairman and chief executive officer shdos
separate and should not be performed by the sathédnal. During the six months ended 30 June 2®11s3,
Company did not have a chief executive officer. Twmpany will make appointment to fill the post as
appropriate.

- Code Provision A.6.7

Code provision A.6.7 of the CG Code stipulates timatependent non-executive directors and other
non-executive directors should attend general mgetiAn independent non-executive director was lenab
to attend the annual general meeting of the Compgeaeld on 3 June 2014 due to other important
engagement.

- Code Provision B.1.3

The terms of reference of the Remuneration Comenatopted by the Company are in compliance with the
code provision B.1.3 of the CG Code except thatRleenuneration Committee should review and make
recommendations to the Board on the remuneratichgoes of executive directors only and not senior
management (as opposed to directors and seniorgaareat under the code provision).

CODE FOR SECURITIESTRANSACTIONSBY DIRECTORS

The Company has adopted the Model Code as senoippendix 10 to the Listing Rules as its code of
conduct for dealings in securities of the Compapythe Board. Following a specific enquiry, all diters
confirmed that they have complied with the requiseghdards set out in the Model Code throughoustke
months ended 30 June 2014.

AUDIT COMMITTEE

The Audit Committee comprises of four independenmt-axecutive directors, namely Mr. Chong Peng Oon,
Mr. Huang Bao Guang, Prof. Song Ming and Ms. FunXidan. The Audit Committee has reviewed the
unaudited condensed consolidated financial statemoerthe six months ended 30 June 2014. The Audit
Committee has relied on a review conducted by tbmgany’s external auditor in accordance with Hong
Kong Standard on Review Engagement 2410 “Reviewtafim Financial Information Performed by the
Independent Auditor of the Entity” issued by the IBRA and representations from the management.
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BOARD OF DIRECTORS

As at the date of this announcement, the Board deegpMr. Tsoi Hoi Shan, Mr. Leung Wing Hon, Ms.
Choy Siu Chit, Ms. Zou Xian Hong, Ms. Zhu Su Yam air. Fang Yu Ping as executive directors; and Mr.
Chong Peng Oon, Mr. Huang Bao Guang and Prof. 3dmg and Ms. Fu Xiao Nan as independent
non-executive directors.

On behalf of the Board

TSOI HOI SHAN
Chairman

Hong Kong, 20 August 2014

-19 -



