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Financial Highlights

• Revenue of the Group increased by 8.7% to RMB803.2 million in the six months ended 30 June 2015 from 
RMB738.8 million in the six months ended 30 June 2014.

• Net profit of the Group increased by 18.2% to RMB160.8 million in the six months ended 30 June 2015 from 
RMB136.0 million in the six months ended 30 June 2014.

• Basic earnings per share was RMB0.12 in the six months ended 30 June 2015.

• The Board declared an interim dividend of RMB5.7 cents per share.

For the six months ended 30 June

2015 2014 2013
RMB’000 RMB’000 RMB’000

(unaudited) (unaudited) (audited)

Operating results
Revenue 803,243 738,787 551,330
Gross profit 252,725 241,255 163,233
Profit before income tax 182,447 158,090 124,922
Profit for the period 160,836 136,030 111,080
Profit for the period, all attributable to the owners 

of the Company 161,964 136,656 112,499
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Company Overview

China Pioneer Pharma Holdings Limited (the “Company”, together with its subsidiaries, the “Group”) is one of the largest 
comprehensive marketing, promotion and channel management service providers dedicated to imported pharmaceutical 
products and medical devices in China. Founded in 1996, the Group has almost two decades of operating history.

The Group provides comprehensive marketing, promotion and channel management service to small- and medium-
sized overseas suppliers that lack the critical mass or ability to independently market their products in the rapidly growing 
Chinese healthcare market. The Group provides co-promotion and channel management services to Alcon, the world’s 
largest eye care products company.

Marketing and promotion services the Group provides include formulating marketing and promotion strategies, educating 
individual physicians on the clinical uses and benefits of the Group’s products, organising academic conferences, 
seminars, symposiums and other promotional activities, and appointing and supervising third-party promotion partners 
(who are responsible for most of the day-to-day marketing and promotional activities). When required by its suppliers, the 
Group also manages the product registration process that is necessary to enable the sale of imported pharmaceutical 
products and medical devices in China.

Channel management services the Group provides focus on customs clearance and warehousing, participating in 
tender processes that are a requirement for selling pharmaceutical products and medical devices to public hospitals and 
medical institutions, appointing and managing distributors (who primarily process purchase orders, deliver products and 
collect payments), managing and optimising inventory levels at distributors and hospitals, and collecting, integrating and 
analysing sales data.

The Group currently purchases its products primarily from eight major suppliers based in Europe and North America. The 
Group’s product portfolio includes a number of products manufactured by small- and medium-sized overseas suppliers, 
sales of which experienced high growth rate during the past few years. These products address unmet medical needs or 
have superior clinical profiles, improved quality or formulations, or relatively limited competition in the Chinese market.

As of 30 June 2015, the Company had over 260 in-house marketing and promotion employees, over 1,000 third-party 
promotion partners and over 500 distributors. For the six months ended 30 June 2015, the Group sold its products 
through its nationwide marketing, promotion and channel management service network to a total of over 29,000 hospitals 
and other medical institutions and over 105,000 pharmacies across 31 provinces, municipalities and autonomous regions 
in China.
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Management Discussion and Analysis

OPERATION REVIEW
As a crucial year of comprehensively deepening reformation, 2015 witnesses the announcement of several government 
policies which have significant and far-reaching impact on China’s pharmaceutical industry. The boom of the overall 
pharmaceutical industry has gradually turned into structural development opportunities. While the policy makers of the 
industry are exploring next steps, the demand of the pharmaceutical industry continues and has considerable potential. 
Complicated and ever-changing market environment created challenges to the Group’s development. However, the 
Group intends to tackle such challenges actively by leveraging on its own strengths, and the management believes that 
the Group will be able to spot and seize development opportunities amid the challenging market environment.

For the six months ended 30 June 2015 (the “Reporting Period”), the Group achieved steady development. The 
Group’s revenue increased by 8.7% to RMB803.2 million (for the six months ended 30 June 2014: RMB738.8 million) 
and net profit increased by 18.2% to RMB160.8 million (for the six months ended 30 June 2014: RMB136.0 million).

For the Reporting Period, the Group continued to enhance its comprehensive marketing, promotion and channel 
management services offered to small- and medium-sized overseas pharmaceutical product and medical device 
suppliers. For the pharmaceutical products segment, the Group adopted effective and reasonable measures to tackle 
pricing policy changes for pharmaceutical products around the country and achieved satisfactory results. The Group 
also increased its promotion efforts for its products and continued to improve and refine the marketing strategy for 
each product. For the Reporting Period, revenue generated from pharmaceutical products sold via the provision of 
comprehensive marketing, promotion and channel management services increased by 23.3% compared to the same 
period last year to RMB286.1 million, representing 35.6% of the Group’s revenue for the Reporting Period. Gross profit 
increased by 17.7% compared to the same period last year to RMB170.0 million, representing 67.3% of the Group’s 
gross profit for the Reporting Period.

In 2012, the Group started providing comprehensive marketing, promotion and channel management services for 
medical devices in China, and has achieved sizeable scale after more than two years of development. The Group’s 
medical devices portfolio has expanded from WaveLight Eagle laser surgical series to a wide range of products covering 
ophthalmic surgical equipment, intraocular lens (IOL), odontology equipment and consumables and wound care 
products. During the first half of 2015, the Group’s sales of WaveLight Eagle laser surgical series were adversely affected 
by a suspension of tender process on large scale equipment in public hospitals in China. As a result, the Group’s overall 
sales of medical devices were correspondingly affected. For the Reporting Period, revenue generated from medical 
devices sold via the provision of comprehensive marketing, promotion and channel management services decreased 
by 35.4% compared to the same period last year to RMB70.4 million, representing 8.8% of the Group’s revenue for 
the Reporting Period. Gross profit decreased by 32.8% compared to the same period last year to RMB26.9 million, 
representing 10.6% of the Group’s gross profit for the Reporting Period.
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Management Discussion and Analysis

For the Reporting Period, the Group continued to strengthen its relationship with Alcon, the world’s largest eye care 
products company, via the provision of co-promotion and channel management services. The Group provides channel 
management services for all of Alcon’s 23 pharmaceutical products sold in China and provides co-promotion services for 
eight of these products. For the Reporting Period, the Group’s revenue generated from products sold via the provision 
of co-promotion and channel management services increased by 12.3% compared to the same period last year to 
RMB446.7 million, representing 55.6% of the Group’s revenue for the Reporting Period. Gross profit decreased by 
1.7% compared to the same period last year to RMB55.9 million, representing 22.1% of the Group’s gross profit for the 
Reporting Period.

1 Product Development
The Group’s current product portfolio includes a number of products manufactured by small and medium-sized 
overseas suppliers. These products address unmet medical needs or have superior clinical profiles, improved 
quality or formulations, or relatively limited competition in the Chinese market. As of 30 June 2015, the Group had 
a product portfolio of pharmaceutical products (substantially all of which were prescription products) covering 
ophthalmology, pain management, cardiovascular, respiratory, gastroenterology, immunology and other therapeutic 
areas, and medical devices covering several medical specialties, including ophthalmology, odontology and wound 
care products.

1.1 Products Sold via the Provision of Comprehensive Marketing, Promotion and Channel Management 
Services

For the six months ended 30 June

Category 2015

Percentage of 
the Group’s 

Total 
Revenue/

Gross Profit 2014

Percentage of 
the Group’s 

Total 
Revenue/

Gross Profit
RMB’000  (%)  RMB’000  (%)

(Unaudited) (Unaudited)

Revenue:
Pharmaceutical Products 286,116 35.6 231,999 31.4
Medical Devices 70,385 8.8 108,960 14.8

Gross Profit:
Pharmaceutical Products 169,969 67.3 144,418 59.9
Medical Devices 26,853 10.6 39,939 16.5

For the Reporting Period, revenue generated from pharmaceutical products sold via the provision of 
comprehensive marketing, promotion and channel management services increased by 23.3% compared to 
the same period last year to RMB286.1 million, representing 35.6% of the Group’s revenue for the Reporting 
Period. Gross profit increased by 17.7% compared to the same period last year to RMB170.0 million, 
representing 67.3% of the Group’s gross profit for the Reporting Period.
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Management Discussion and Analysis

Revenue generated from pharmaceutical products sold via the provision of comprehensive marketing, 
promotion and channel management services achieved sound development on the whole. During the 
Reporting Period, the Group adopted appropriate and effective strategies to cope with changing drug policy 
and market environment. Meanwhile, following the completion of a series of internal business reorganisation 
which included the establishment of product business units, the Group strengthened its professional in-house 
marketing team and refined its management of third-party promotion partners, and as a result of which further 
enhanced the layout of the Group’s product distribution and marketing network, and realised further products’ 
potential.

Sales of the Group’s more mature products, such as Difene, Fluxum and Polimod, maintained strong growth 
in the market during the Reporting Period. As one of the Group’s best selling products, Difene has established 
a strong reputation and brand recognition in China after years of market positioning, brand building and 
expansion of marketing network. The Group’s reorganisation and adjustment of certain regional promotion and 
sales network for Difene took place during the first half of 2014, which adversely affected the product’s sales 
in 2014. However, with the completion of the reorganisation and adjustment of regional promotion and sales 
network, sales of Difene have returned to pre-reorganisation levels and appeared to be on its normal growth 
track. For the Reporting Period, the Group’s sales of Difene increased by 15.1% compared to the same period 
last year to RMB58.0 million. The Group further enhanced management of third-party promotion partners 
of Difene, accelerated its network penetration into more hospitals and small-sized medical institutions, and 
closed certain gaps identified in the marketing area. Moreover, since this year, Difene successively won bids 
with favourable pricing in a number of provinces across China. The Group believes Difene still has huge market 
potential in the future.

Fluxum is another one of the Group’s best selling products, which achieved rapid development during the 
Reporting Period, with sales volume increased by 50.1% compared to the same period last year. Fluxum is the 
originator of parnaparin, integrated by three dosages series. The Group maximised the opportunities offered by 
the range of Fluxum’s different dosage, and strategically carried out the market layout in a new round of drug 
tender process, so as not only to maintain the existing markets, but also to cover the gaps of marketing areas 
and achieved stability in the pricing system. In addition, the Group consistently enhanced its cooperation with 
third-party promotion partners, reinforced close monitoring and effective involvement of clinical promotion of 
in-house marketing team, continuously tapped into new markets and increased the market share of Fluxum, 
which maintains its leading market position in the fields of similar products. During the Reporting Period, the 
Group witnessed a recorded increase in new hospital coverage rate for Fluxum, which demonstrated a clear 
trend of improved layout of marketing network. The Group believes Fluxum has laid a solid foundation for high 
growth in the next few years with the exploration of untapped markets and reasonable market network layout.

Polimod is the originator of pidotimod, featuring obvious advantages in quality and clinical efficacy comparing 
to generic drugs. The excellent efficacy and safety of Polimod are increasingly recognised and, as a result, 
Polimod has been increasingly recommended by doctors to patients. Polimod has established a strong 
brand recognition in the pidotimod products field. During the Reporting Period, the Group’s sales of Polimod 
were RMB73.5 million, representing a 115.3% increase compared to the same period last year. The Group 
targeted at increasing the volume of Polimod sold at each hospital through increasing marketing conference 
and medical detailing, cultivating doctors medication habits. Further, the proportion of sales of Polimod in retail 
pharmacies increased significantly during the Reporting Period reflecting the Group’s efforts made in promoting 
the product in pharmacies.
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Management Discussion and Analysis

The Group has also steadily progressed the development of its other products that are relatively new in the 
market. Starting from December 2014, the Group has increased the coverage of its exclusive rights to import, 
sell and co-promote Neoton from five provinces to cover the entire China. Neoton is primarily used for ischemic 
heart diseases and cardiomyopathy resulting from various causes. During the Reporting Period, the Group 
carried out a number of marketing initiatives for Neoton. In the new regions where the Group is authorised to 
market and promote the product, the Group modified its marketing strategy to tailor for local conditions and 
implemented flexible approach to selecting third-party promotion partners according to the market environment 
in the different regions, with the aim to maximising the market coverage of the product by rapidly developing 
and increasing coverage over the untapped markets through effective utilization of the Group’s resources in 
cardiovascular products and the improved management of third-party promotion partners. Moreover, as the 
sole importer and distributor of Neoton in China, the Group started to provide channel management services 
for co-promotion party since June 2015. The Group believes that Neoton will enter into a round of rapid 
development period.

The Easyhaler series products include Budesonide Easyhaler and Salbutamol Easyhaler, both of which are 
inhalation drugs used for the treatment of asthma or chronic obstructive pulmonary disease (“COPD”) in 
respiratory therapeutic area. Easyhaler products deliver a more scientific and standard theory and method for 
treatment of asthma and COPD. Since the beginning of this year, Budesonide Easyhaler won over 10 provincial 
bids and Salbutamol Easyhaler was admitted to the National Cheap Drugs List. The Group is waiting for the 
official execution of the tender results. Meanwhile, the Group continued to enhance its academic promotion 
efforts by organising and participating in various academic promotion conferences, in order to strengthen 
Easyhaler’s brand recognition. In light of the favourable policy environment and the efforts of the academic 
promotion, the Group believes that Easyhaler series products will become important products.

In 2014, the Group acquired a controlling equity stake in and restructured the debts of Covex, S.A and Covex, 
Farma S.L. (collectively referred to as “Covex Group”) of Spain, which enabled the Group to obtain stable, 
high quality Vinpocetine API at a low cost. During the Reporting Period, certain clients’ sales of Vinpocetine 
finished products were affected by the tender results, resulted in a decrease in demand for Vinpocetine API, 
which adversely affected the Group’s sales of Vinpocetine API. Further, the price competition of domestic 
generic drug also impacted the market. However, the Group continues to seek ways to increase the sales of 
Vinpocetine API by maintaining its close relationships with existing clients, as well as actively developing new 
clients, particularly those that have newly obtained the approval to manufacture Vinpocetine and potential 
clients who are applying for such approval. Due to aging population, the demand for anti-senile dementia 
products continues to be on the rise. Relying on the obvious quality advantages over domestic generic drugs 
and the excellent services provided to clients before and after sales, the Group believes that Vinpocetine API 
still has huge market potential.

During the Reporting Period, the Group’s sales of WaveLight Eagle laser surgical series were adversely 
affected by a suspension of tender process on large scale equipment in public hospitals, which also negatively 
impacted the Group’s overall sales in the medical devices segment. For the Reporting Period, revenue 
generated from medical devices sold via the provision of comprehensive marketing, promotion and channel 
management services decreased by 35.4% compared to the same period last year to RMB70.4 million, 
representing 8.8% of the Group’s revenue. Gross profit decreased by 32.8% compared to the same period 
last year to RMB26.9 million, representing 10.6% of the Group’s gross profit. The Group’s sales of WaveLight 
Eagle laser surgical series decreased by 70.3% compared to the same period last year to RMB17.6 million.
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Management Discussion and Analysis

The Group has in the past primarily sold WaveLight Eagle laser surgical series through entering into co-
operation agreements with public hospitals following a medical equipment tender process. The terms of the 
agreement typically provide that the Group will transfer the right of use of the equipment to the hospital and 
the hospital will, during the term of the agreement, purchase consumables of the equipment from the Group 
for an annual minimum amount. Upon expiry of the agreement term, the ownership of the equipment will be 
transferred to the hospital with no additional charges. During the Reporting Period, under the reformation 
polices of public hospitals, the tender process of large scale medical equipment was effectively suspended, 
which slowed down the progress of establishing cooperation between the Group and public hospitals. The 
Group also evaluated entering into similar cooperation arrangement with private hospitals but considered 
that private hospitals may not be able to meet any subsequent annual minimum purchase of consumables. 
Accordingly, the Group decided at the present not to enter into cooperation arrangement with private hospitals 
in relation to WaveLight Eagle laser surgical series. The Group considers that the sales model of WaveLight 
Eagle laser surgical series is different from the business of pharmaceutical products and medical consumables, 
with lower gross profit margin compared to sales of pharmaceutical products and medical consumables 
though the provision of comprehensive marketing, promotion and channel management service, and their 
sales have limited impact on the overall net profit of the Group. Moreover, during the Reporting Period, the 
Group substantially increased the sales of consumables of WaveLight Eagle laser surgical series to the existing 
cooperating hospitals through a series of academic promotion efforts, and achieved remarkable results.

Except for WaveLight Eagle laser surgical series products, the Group’s product portfolio of medical devices 
covers other medical specialties including intraocular lens (IOL), odontology equipment and consumables and 
wound care products. The Group will continue market development for its medical devices. As and when large 
scale medical equipment tender process in public hospitals resumes, the Group will seek opportunities to 
establish business co-operation with public hospitals nationwide. Meanwhile, the Group will also dedicate to 
select and sign up further medical consumables to enrich the Group’s portfolio of medical devices.

During the Reporting Period, the Group’s intraocular lens (IOL), odontology equipment and consumables 
achieved steady development. Sales of intraocular lens (IOL) and odontology equipment and consumables 
were RMB50.0 million, representing a 40.2% increase compared to the same period last year.

NeutroPhase, a consumable among the Group’s portfolio of medical devices and approved by the China Food 
and Drug Administration (the “CFDA”) in September 2014, was officially launched in the market by the Group 
during the Reporting Period. NeutroPhase is manufactured by NovaBay Pharmaceuticals, Inc. (“NovaBay”). 
It is a skin and wound cleanser consisting of 0.01% pure hypochlorous acid in physiological saline solution. 
NeutroPhase is intended to be used to moisturise absorbable surgical dressing, wash and clean small wounds, 
minor burns as well as acute and chronic skin lesions, such as diabetic foot ulcers and post-operative wounds. 
The Group is implementing full-scale sales and marketing activities for NeutroPhase, including appointing third-
party promotion partners across the country and tracking regional tender process to increase the regional 
penetration of NeutroPhase. Additional marketing activities included collecting feedback of clinical cases, 
organising academic promotion activities targeted at doctors and opinion leaders in the wound care area, and 
initiating joint clinical studies with several renowned Class III hospitals across the nation. During the Reporting 
Period, the Group appointed third-party promotion partners of NeutroPhase in nearly 20 provinces and 
municipals, won bids in over 10 cities covering a number of hospitals in these cities. The clinical cases received 
positive feedback from doctors and experts in the wound care area. Academic promotion efforts and clinical 
studies help establish the brand recognition of NeutroPhase in wound care area, and lay solid foundation for 
the sales growth of the product. As a brand new medical device product in the wound care area, NeutroPhase 
does not have the corresponding charge coding in hospitals. Currently, the Group is working to resolving this 
issue. With the gradual resolution of the charge coding issue, the Group believes that NeutroPhase, as the sole 
effective and safe wound care product in the market, would become a significant contributor to the Group’s 
performance.
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Management Discussion and Analysis

1.2 Products Sold via the Provision of Co-Promotion and Channel Management Services

For the six months ended 30 June

Category 2015

Percentage of 
the Group’s 

Total 
Revenue/

Gross Profit 2014

Percentage of 
the Group’s 

Total 
Revenue/

Gross Profit
RMB’000  (%)  RMB’000  (%)

(Unaudited) (Unaudited)

Revenue: 
Alcon series ophthalmic 

pharmaceutical products 446,742 55.6 397,828 53.8

Gross Profit: 
Alcon series ophthalmic 

pharmaceutical products 55,903 22.1 56,898 23.6

The Group is the sole provider of channel management services for all of Alcon’s ophthalmic pharmaceutical 
products in China, and Alcon is the world’s largest eye care products company. The Group also provides co-
promotion services for eight products of Alcon. For the Reporting Period, the Group’s revenue from the sales 
of Alcon series ophthalmic pharmaceutical products was RMB446.7 million, representing a 12.3% increase 
compared to the same period last year, and contributing 55.6% of the Group’s revenue.

Last year, the introduction of policies relating to the healthcare industry exerted a certain impact on the overall 
growth of the Chinese healthcare industry. The sales growth of Alcon’s pharmaceutical products slowed 
down in 2014. Since the beginning of this year, Alcon has taken certain initiatives to deal with the changing 
environment, by adjusting its marketing strategy in China and enhancing the promotion of Alcon’s brand 
awareness. During the Reporting Period, Alcon launched two new ophthalmic drugs in the Chinese market 
to meet the demand of more patient population. In addition, the Group further enhanced the efforts of co-
promotion service for the eight Alcon’s products. Due to aging population and lifestyle changes, the incidence 
of ophthalmic diseases continues to be on the rise. This has led to significant increase in market demand 
for ophthalmic pharmaceutical products. With their market leading position, Alcon’s eye care products are 
expected to enjoy sustained development in these favourable macroeconomic trends, and the Group will also 
benefit from these factors.

1.3 Product Pipeline
The Group actively seeks prospective product candidates for marketing, promotion and sale from overseas 
pharmaceutical and medical device companies. The Group’s aim is to build up a product pipeline that would 
sustain the Group’s long term growth. When selecting prospective product candidates, the Group considers 
factors such as clinical features, competitive environment, registration and regulatory regime and reputation 
of suppliers. In addition to the existing products referred to above, the Group has secured the marketing, 
promotion and sales rights for 14 additional prescription pharmaceutical products and over 20 additional medical 
devices, and is currently in the process of registering these products or preparing the registration application 
for these products with the CFDA for their import and sale in China. The Group expects to leverage on its 
current network of third-party promotion partners, distributors, key opinion leaders and marketing channels to 
launch these pipeline products promptly once approvals are obtained.
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Management Discussion and Analysis

During the Reporting Period, the Group entered into a supplementary agreement to the exclusive distribution 
agreement with BioCer Entwicklungs GmbH (“BioCer”), an innovative German medical device company, 
which develops, manufactures and markets products for biological surgical implants. The Group will distribute 
BioCer’s TiO2MeshTMBra product, on an exclusive basis in China following product registration. The product 
is an innovative surgical mesh implant for breast reconstruction after mastectomy. The product will greatly 
improve the efficacy for breast reconstruction since the biocompatibility (due to its pure titanium oxide coating) 
provides improved implant ingrowth, and its hydrophilic surface supports connective tissue attachment and 
provides optimal mesh structure for biodynamic stress-strain characteristic. The fast growing surgical implant 
market in China offers significant potential for the development of both BioCer and the Group.

2 Marketing Network Developments
The Group’s development strategy focuses on continuously expanding the Group’s marketing network. The Group’s 
marketing and promotion model comprises in-house marketing team and a team of third-party promotion partners. 
To maintain the efficiency and stability of its marketing network, the Group has established sales and product 
manager teams to manage and support third-party promotion partners. The Group’s marketing and promotional 
activities are carried out by in-house team and third-party promotion partners. The in-house team is primarily 
responsible for formulating the marketing and promotion strategies, conducting selected marketing programmes, 
and appointing, training and supervising third-party promotion partners, who are responsible for most of the day-
to-day marketing and promotional activities for the Group’s products. The Group’s marketing and promotion model 
leverages on the broad experience and geographic reach of the third-party promotion partners which enables the 
Group to market and promote a diverse range of healthcare products across different regions in China. This model 
also allows the Group to extend geographic coverage, maintain operational flexibility and reduce fixed and overall 
marketing and promotion costs.

In the second half of 2014, the Group restructured its business organisation in order to further strengthen the 
professional in-house marketing team, and enhanced the management over its third-party promotion partners. The 
Group established product business units each assigned with a different product or product series. Each product 
business unit has its own general manager or director as the leader, supported by a dedicated sales, market, 
business and financial team, and carries out their own marketing, promotion and sales work tailored for their own 
products.

After over half a year of adjustments and running-in, with numerous improvements and modifications, the new 
organisation structure has shown obvious results. In terms of building the professional in-house team, each business 
unit has developed their own in-house marketing team through internal reorganisation of human resources as well as 
recruitment of new talent externally. At the same time, the Group further strengthened the direct involvement of its 
in-house marketing team in marketing activities such as academic promotion of products. As of 30 June 2015, the 
Group had over 260 in-house marketing and promotion employees. In terms of enhancing the management of third-
party promotion partners, the business units have overhauled the structure, and introduced detailed management 
and performance review process for third-party promotion partners. In addition, the in-house marketing team has 
reinforced the training and support given to third-party promotion partners to improve the quality and widen the 
market coverage to ensure that any gaps in the market identified are filled and products’ potential are fully realised. 
During the Reporting Period, the Group’s mature products such as Difene, increased its market coverage by over 
200 new hospitals and medical institutions, and Fluxum increased its market coverage by over 130 new hospitals, 
representing a record breaking rate of hospital coverage growth over the years. The Group’s products that are 
relatively new in the market, such as Neoton, increased market coverage by over 20 new hospitals. The new 
organisation structure has shown considerable potential and will definitely drive the development of the Group’s 
products in the long run.
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As of 30 June 2015, the Group sold products through its nationwide marketing, promotion and channel 
management services networks to over 29,000 hospitals and other medical institutions and over 105,000 
pharmacies across 31 provinces, municipalities and autonomous regions in China.

3 Future and Outlook
Looking forward, the environment of the PRC pharmaceutical industry is undergoing significant changes and the 
pharmaceutical industry as a whole is faced with unprecedented challenges. However, the Group always believes 
that challenges will also bring opportunities. Overall, the PRC pharmaceutical industry is still experiencing rapid 
growth. Facing with the changes and development of the pharmaceutical industry, the Group will take advantage of 
its competitive strength, and seize any opportunities that arise to achieve long-term sustainable development.

The Group will adhere to its strategic product selection strategy and proactively identify products with high growth 
potential. The Group will continue to select and add to its portfolio further prospective products and to establish 
cooperation relationships with suppliers through equity acquisition or strategic investment in addition to entering into 
exclusive distribution agreements. Meanwhile, the Group will continue to improve its sales and marketing network, 
further strengthen the building of professional in-house team and enhance the management of third-party promotion 
partners, tap into the unfilled market and while increase market share in existing market, so as to optimise the 
Group’s marketing resources and maximise the products’ market value.

FINANCIAL REVIEW
Revenue
Revenue increased by 8.7% from RMB738.8 million in the six months ended 30 June 2014 to RMB803.2 million in 
the Reporting Period. Revenue generated from pharmaceutical products sold via the provision of comprehensive 
marketing, promotion and channel management services increased by 23.3% from RMB232.0 million in the six months 
ended 30 June 2014 to RMB286.1 million in the Reporting Period, primarily due to increased sales of certain existing 
key products, including Difene, Fluxum, Polimod and Neoton, as a result of the increased coverage of these products 
through expanded marketing network. Revenue generated from medical devices sold via the provision of comprehensive 
marketing, promotion and channel management services decreased by 35.4% from RMB109.0 million in the six months 
ended 30 June 2014 to RMB70.4 million in the Reporting Period, primarily due to decreased sales of WaveLight Eagle 
laser surgical series, as a result of the suspension of tender process of large scale equipment in public hospitals. Revenue 
generated from products sold via the provision of co-promotion and channel management services increased by 12.3% 
from RMB397.8 million in the six months ended 30 June 2014 to RMB446.7 million in the Reporting Period, primarily due 
to the increasing market demand for Alcon products as well as increased promotion efforts for the eight Alcon products 
for which the Group provided co-promotion services.

Cost of sales
Cost of sales increased by 10.6% from RMB497.5 million in the six months ended 30 June 2014 to RMB550.5 million 
in the Reporting Period, primarily due to a substantial increase in sales. Cost of sales for pharmaceutical products sold 
via the provision of comprehensive marketing, promotion and channel management services increased by 32.6% from 
RMB87.6 million in the six months ended 30 June 2014 to RMB116.1 million in the Reporting Period. Cost of sales 
for medical devices sold via the provision of comprehensive marketing, promotion and channel management services 
decreased by 36.9% from RMB69.0 million in the six months ended 30 June 2014 to RMB43.5 million in the Reporting 
Period. Cost of sales in products sold via the provision of co-promotion and channel management increased by 14.6% 
from RMB340.9 million in the six months ended 30 June 2014 to RMB390.8 million in the Reporting Period.



INTERIM REPORT 2015   CHINA PIONEER PHARMA HOLDINGS LIMITED 13

Management Discussion and Analysis

Gross profit and gross profit margin
Gross profit increased by 4.8% from RMB241.3 million in the six months ended 30 June 2014 to RMB252.7 million 
in the Reporting Period. The Group’s average gross profit margin decreased from 32.7% in the six months ended 30 
June 2014 to 31.5% in the Reporting Period. The Group’s gross profit margin for pharmaceutical products sold via the 
provision of comprehensive marketing, promotion and channel management services decreased from 62.2% in the six 
months ended 30 June 2014 to 59.4% in the Reporting Period, primarily due to a decrease in the bid price of some 
pharmaceutical products in certain regions compared to the same period last year. The Group’s gross profit margin 
for medical devices sold via the provision of comprehensive marketing, promotion and channel management services 
increased from 36.7% in the six months ended 30 June 2014 to 38.2% in the Reporting Period, primarily due to a higher 
proportion of revenue being derived from products that generate higher margins. The Group’s gross profit margin for 
products sold via the provision of co-promotion and channel management services decreased from 14.3% in the six 
months ended 30 June 2014 to 12.5% in the Reporting Period, primarily due to certain level of decline in bid price of 
products in several regions.

Other income
Other income increased by 85.7% from RMB21.4 million in the six months ended 30 June 2014 to RMB39.7 million in 
the Reporting Period, primarily due to an increase in the amount of government grants. Government grants amounting 
to RMB11.9 million in the Reporting Period were additional grants received by the Group’s wholly-owned subsidiary 
Naqu Area Pioneer Pharma Co., Ltd (“Naqu Pioneer”) and Xiantao City Pioneer Pharma Co., Ltd (“Xiantao Pioneer”) 
in respect of taxes paid pursuant to local government’s policies to encourage local business operation. In the six months 
ended 30 June 2014, the Group did not receive such government grants.

Distribution and selling expenses
Distribution and selling expenses decreased by 4.9% from RMB65.7 million in the six months ended 30 June 2014 to 
RMB62.5 million in the Reporting Period, primarily due to a decrease in distribution and selling expenses in respect of 
mature products. Distribution and selling expenses as a percentage of revenue decreased from 8.9% in the six months 
ended 30 June 2014 to 7.8% in the Reporting Period.

Administrative expenses
Administrative expenses increased by 39.9% from RMB21.4 million in the six months ended 30 June 2014 to RMB29.9 
million in the Reporting Period primarily due to an increase in the consolidated administrative expenses of Covex Group, 
the depreciation cost of newly-built warehouse and office building, and the amortisation of renewed product licenses.. 
Administrative expenses as percentage of revenue increased from 2.9% in the six months ended 30 June 2014 to 3.7% 
in the Reporting Period.

Finance costs
Finance costs increased by 49.7% from RMB7.2 million in the six months ended 30 June 2014 to RMB10.8 million in the 
Reporting Period, primarily due to an increased average balance of bank borrowings.

Income tax expense
Income tax expense decreased by 2.0% from RMB22.1 million in the six months ended 30 June 2014 to RMB21.6 
million in the Reporting Period. The Group’s effective income tax rate in the six months ended 30 June 2014 and the 
Reporting Period was 14.0% and 11.8%, respectively. Since the beginning of 2012, the Group has been conducting 
business primarily through Naqu Pioneer, which was subject to a reduced EIT rate of 9%. Income tax expense in the 
Reporting Period included the recognition of RMB4.0 million of PRC withholding tax pursuant to the proposed payment 
of an interim dividend of RMB76.0 million.
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Profit for the year
As a result of the above factors, the Group’s profit increased by 18.2% from RMB136.0 million in the six months ended 
30 June 2014 to RMB160.8 million in the Reporting Period. The Group’s net profit margin increased from 18.4% in the 
six months ended 30 June 2014 to 20.0% in the Reporting Period.

Liquidity and capital resources
The Group has historically met its working capital and other capital requirements principally from net cash flow from 
operations with bank borrowings as supplement. The Group’s cash and cash equivalents decreased from RMB260.8 
million as of 31 December 2014 to RMB251.6 million as of 30 June 2015, primarily due to the payment of dividends, 
PRC withholding tax on dividends and purchases of the Company’s shares pursuant to the Share Award Scheme in the 
Reporting Period.

Inventories
The Group’s inventory balances decreased by 15.1% from RMB620.0 million as of 31 December 2014 to RMB526.5 
million as of 30 June 2015, primarily due to a decrease in the inventory levels in the Reporting Period, compared to last 
year when there was an increase in certain products’ inventories whose registration certificates were due for renewal.

Trade and other receivables
The Group’s trade and other receivables increased from RMB576.0 million as of 31 December 2014 to RMB635.8 million 
as of 30 June 2015, primarily due to the increased revenue in the Reporting Period. At the same time, trade receivables 
turnover days increased from 73.0 days as of 31 December 2014 to 101.8 days as of 30 June 2015, primarily due to the 
relatively long credit period for medical devices’ clients.

Trade and other payables
The Group’s trade and other payables decreased from RMB473.7 million as of 31 December 2014 to RMB460.2 million 
as of 30 June 2015. The Group’s trade payables turnover days increased from 123.7 days as of 31 December 2014 to 
133.0 days as of 30 June 2015, primarily due to extended payment terms granted for certain products as a result of the 
Group’s bulk purchases.

Bank borrowings and gearing ratio
The Group had total bank borrowings of RMB869.6 million as of 30 June 2015 as compared to RMB610.4 million as of 
31 December 2014. As of 30 June 2015, the effective interest rate of the Group’s bank borrowings ranged from 1.01% 
to 4.70%. As of 30 June 2015, bank borrowings of RMB869.6 million were secured by the pledge of the Group’s trade 
receivables, bills receivables and bank deposits. All the bank borrowings of the Group as of 30 June 2015 were due 
within one year and were denominated in U.S. Dollars, Renminbi and Euro. As of 31 December 2014, bank borrowings of 
RMB520.4 million were secured by the pledge of the Group’s bank deposits, trade receivables and bills receivables. The 
Group’s gearing ratio, calculated as bank borrowings divided by total assets, was 34.5% as at 30 June 2015 compared 
to 23.9% as at 31 December 2014.
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EMPLOYEE AND REMUNERATION POLICY
As of 30 June 2015, the Group had a total of 379 employees. For the Reporting Period, staff costs of the Group were 
RMB22.2 million as compared to RMB24.4 million for the six months ended 30 June 2014. The Group’s employee 
remuneration policy is determined by taking into account factors such as remuneration in respect of the local market, the 
overall remuneration standard in the industry, the inflation level, the corporate operating efficiency and the employee’s 
performance. The Group conducts performance appraisals once every year for its employees, the results of which are 
applied in annual salary review and promotional assessment. The Group’s employees are considered for annual bonuses 
based on certain performance criteria and appraisal results. The Group has also adopted the Share Award Scheme to 
provide an incentive or reward to eligible participants for their contribution or potential contribution to the Group. Social 
insurance contributions are made by the Group for its PRC employees in accordance with the relevant PRC regulations. 
The Group also provides continuous learning and training programmes to its employees to enhance their skills and 
knowledge, so as to maintain their competitiveness and improve customer service. The Group did not experience any 
major difficulties in recruitment, nor did it experience any material loss in manpower or any material labour dispute during 
the Reporting Period.
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CORPORATE GOVERNANCE PRACTICE
The Group is committed to maintaining high standards of corporate governance to safeguard the interests of 
shareholders and to enhance corporate value and accountability. The Company has adopted the Corporate Governance 
Code (the “CG Code”) contained in Appendix 14 to the Rules Governing the Listing of Securities on the Stock Exchange 
(the “Listing Rules”). The Company has complied with the code provisions as set out in the CG Code for the six months 
ended 30 June 2015. The Company will continue to review and enhance its corporate governance practices to ensure 
compliance with the CG Code.

COMPLIANCE WITH MODEL CODE FOR SECURITIES TRANSACTIONS BY DIRECTORS 
OF LISTED ISSUERS (THE “MODEL CODE”)
The Company has adopted a code of conduct regarding Directors’ securities transactions on terms no less exacting than 
the required standard set out in the Model Code contained in the Listing Rules. Specific enquiry has been made to all the 
Directors and the Directors have confirmed that they had complied with the required standard set out in the Model Code 
and the code of conduct throughout the six months ended 30 June 2015.

USE OF NET PROCEEDS FROM LISTING
The Group intends to apply the net proceeds from the listing (after deducting underwriting fees and related listing 
expenses), which amounted to approximately HK$1,307.8 million, in the manner consistent with that as disclosed in the 
Company’s prospectus (the “Prospectus”) dated 24 October 2013.

AUDIT COMMITTEE
The principal duties of the audit committee of the Company (the “Audit Committee”) include the review and supervision 
of the Group’s financial reporting system, the preparation of financial statements and internal control procedures. It also 
acts as an important link between the Board and the external auditor in matters within the scope of the group audit.

The unaudited interim results of the Group for the six months ended 30 June 2015 has been reviewed by the Audit 
Committee.

SHARE AWARD SCHEME
The Company adopted the Share Award Scheme to recognise the contribution by certain employees including Directors 
and senior management of the Group, and to provide them with incentives in order to retain them for the continuing 
operation and development of the Group, and to attract suitable personnel for further development of the Group. The 
Share Award Scheme has a term of 10 years commencing from 10 April 2015 on which the Share Award Scheme was 
adopted by the Board (the “Adoption Date”). The Share Award Scheme is administrated by the Board and the trustee 
of the Share Award Scheme.

No Awarded Share had been granted by the Company under the Share Award Scheme during the period between the 
Adoption Date and 30 June 2015. For details of the Share Award Scheme, please refer to the announcement of the 
Company dated 10 April 2015.
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PURCHASE, SALE OR REDEMPTION OF ANY OF THE COMPANY’S LISTED SECURITIES
For the six months ended 30 June 2015, neither the Company nor any of its subsidiaries had purchased, sold or 
redeemed any of the Company’s listed securities other than the purchases of the Shares by the trustee pursuant to the 
Share Award Scheme.

CHANGES TO INFORMATION IN RESPECT OF DIRECTORS
Pursuant to Rule 13.51B of the Listing Rules, the changes in Directors’ information during the six months ended 30 June 
2015 are set out below.

All with effect from 1 January 2015:

(a) Mr. Li Xinzhou resigned as the chief executive officer of the Company;

(b) each of Mr. Lu Yuan and Mr. Zhang Wenbin resigned as a non-executive Director of the Company; further, Mr. 
Zhang Wenbin ceased to be a member of remuneration committee of the Company upon his resignation;

(c) Mr. Wang Yinping was appointed as an executive Director and the chief executive officer the Company; and

(d) Mr. Wu Mijia, a non-executive Director, was appointed as a member of the remuneration committee of the 
Company.

With effect from 10 April 2015, Mr. Li Xinzhou was appointed as a director of NovaBay, a company listed on New York 
Stock Exchange with a stock code of NBY.

Save as disclosed above, up to the date of this report, there were no changes to the information which are required to be 
disclosed and had been disclosed by the Directors pursuant to paragraphs (a) to (e) and (g) of Rule 13.51(2) of the Listing 
Rules.
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DIRECTORS’ AND CHIEF EXECUTIVE’S INTERESTS AND SHORT POSITION IN SHARES, 
UNDERLYING SHARES AND DEBENTURES OF THE COMPNAY AND ASSOCIATED 
CORPORATIONS
As of 30 June 2015, the interests and short positions of the Directors and the chief executive of the Company in the 
shares, underlying shares and debentures of the Company or any of its associated corporations (within the meaning of 
Part XV of the Securities and Futures Ordinance (“SFO”)) as recorded in the register required to be kept under section 
352 of the SFO, or as otherwise notified to the Company and the Stock Exchange pursuant to the Model Code were as 
follows:

(i) Long position in the shares of the Company

Name of Director Nature of Interest
Number of

Shares

Approximate
percentage of
shareholding

Li Xinzhou Interest of controlled corporation(1) 921,824,000 69.14%
Beneficial owner 9,652,000 0.72%
Interest of spouse(2) 109,000 0.01%

Zhu Mengjun Beneficial owner 1,848,000 0.14%

Notes:

1. Such 921,824,000 Shares were held by Pioneer Pharma (BVI) Co., Ltd. (“Pioneer BVI”), which was in turn held by Mr. Li 
Xinzhou and his spouse Ms. Wu Qian as to 48.99% and 51.01%, respectively. Accordingly, Mr. Li Xinzhou was deemed to 
be interested in such 921,824,000 Shares.

2. Such 109,000 Shares were held by Ms. Wu Qian, the spouse of Mr. Li Xinzhou. Accordingly, Mr. Li Xinzhou was deemed to 
be interested in such 109,000 Shares.

(ii) Long position in the shares of associated corporation

Name of Director
Name of associated
corporation Nature of Interest

Number of
Shares

Approximate 
percentage of
 shareholding

Li Xinzhou Pioneer Pharma (BVI) 
Co., Ltd.

Beneficial owner 2,425,000 48.99%
Interest of spouse(1) 2,525,000 51.01%

Note:

1. Such 2,525,000 shares in Pioneer BVI were held by Ms. Wu Qian, the spouse of Mr. Li Xinzhou. Accordingly, Mr. Li Xinzhou 
was deemed to be interested in such 2,525,000 shares in Pioneer BVI.
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Save as disclosed above, as at 30 June 2015, none of the Directors and the chief executive of the Company had or 
was deemed to have any interest or short position in the shares, underlying shares or debentures of the Company or its 
associated corporations (within the meaning of Part XV of the SFO) that was recorded in the register of the Company 
required to be kept under section 352 of the SFO, or as otherwise notified to the Company and the Stock Exchange 
pursuant to the Model Code.

DIRECTORS’ RIGHTS TO ACQUIRE SHARES OR DEBENTURES
Save as otherwise disclosed in this report, at no time during the six months ended 30 June 2015 were rights to 
acquire benefits by means of the acquisition of shares in or debentures of the Company granted to any Director or their 
respective spouse or children under 18 years of age, or were any such rights exercised by them; or was the Company 
and any of its subsidiaries a party to any arrangement to enable the Directors, or their respective spouse or children 
under 18 years of age, to acquire such rights in any other body corporate.

SUBSTANTIAL SHAREHOLDERS’ INTERESTS AND SHORT POSITIONS IN SHARES AND 
UNDERLYING SHARES
As at 30 June 2015, to the best knowledge of the Directors, the following persons (not being a Director or chief executive 
of the Company) had interests or short positions in the shares or underlying shares which fall to be disclosed to the 
Company under the provisions of Divisions 2 and 3 of Part XV of the SFO as recorded in the register required to be kept 
by the Company pursuant to section 336 of the SFO:

Name Capacity/Nature of interest Number of Shares

Approximate
percentage of
shareholding

Wu Qian Interest of controlled corporation(1) 921,824,000 69.14%
Interest of spouse(2) 9,652,000 0.72%
Beneficial owner 109,000 0.01%

Pioneer Pharma (BVI) Co., Ltd. Beneficial owner 921,824,000 69.14%

Notes:

1. Such 921,824,000 Shares were held by Pioneer BVI, which was in turn held by Ms. Wu Qian and her spouse Mr. Li Xinzhou as to 
51.01% and 48.99%, respectively. Accordingly, Ms. Wu Qian was deemed to be interested in such 921,824,000 Shares.

2. Such 9,652,000 Shares were held by Mr. Li Xinzhou, the spouse of Ms. Wu Qian. Accordingly, Ms. Wu Qian was deemed to be 
interested in such 9,652,000 Shares.

Save as disclosed above, as at 30 June 2015, the Directors were not aware of any persons (who were not Directors or 
chief executive of the Company) who had an interest or short position in the shares or underlying shares of the Company 
which would fall to be disclosed under Divisions 2 and 3 of Part XV of the SFO, or which would be required, pursuant to 
section 336 of the SFO, to be entered in the register referred to therein.
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SIGNIFICANT INVESTMENT
Investment in Covex Group
Covex Group is a Spanish company engaged in the chemical and pharmaceutical business, and it manufacturers API 
raw materials, pharmaceutical products and dietary supplements. In 2014, Pioneer Pharma (Singapore) Pte. Ltd. (“Pioneer 
Singapore), a wholly-owned subsidiary of the Company, acquired an aggregate of 68.6% of the equity interest in Covex 
Group for a total consideration of EUR4.36 million. In addition, Pioneer Singapore also acquired certain debts with an 
aggregate face value of EUR18.6 million for a consideration of EUR7.0 million. The Group purchases Vinpocetine API 
from Covex Group. Vinpocetine API is currently one of the important products of the Group. The Group believes that the 
investment will enable the Group to obtain stable and high quality supply of Vinpocetine API at a low cost. For details, 
please refer to the announcement of the Company dated 2 July 2014.

As of 30 June 2015, the Group held approximately 68.6% equity interests in Covex Group.

Investment in NovaBay
NovaBay is a clinical-stage biotechnology company incorporated in Delaware, United States. Its shares are traded on the 
NYSE MKT. The Group commenced its business relationship with NovaBay in 2012 and obtained the exclusive rights 
to market, promote and sell NovaBay’s NeutroPhase products in China and certain Southeast Asia markets in the same 
year.

The Group entered into a securities purchase agreement with NovaBay on 6 March 2015, pursuant to which the Group 
purchased 2,590,000 ordinary shares, 2,590,000 unit of warrants with an expiry date of 5 June 2016 and 1,942,500 
unit of warrants with an expiry date of 5 September 2020 for a total consideration of US$1,554,000 (equivalent to 
RMB9,561,000).

As of 31 December 2014, the Group held 14.7% of the issued capital of NovaBay. On 6 March 2015, the Group 
further subscribed 2,590,000 ordinary shares of NovaBay and subsequent to the subscription, the Group held a total of 
approximately 16.7% of the issued capital of NovaBay. In May 2015, Novabay issued shares to various other investors 
and the Group’s interest in NovaBay was diluted to 13.9%.

With effect from 10 April 2015, Mr. Li Xinzhou was appointed as a director of NovaBay. Directors considered that the 
Group can exercise significant influence over NovaBay.

Investment in Q3
Q3 Medical Devices Limited (“Q3”) is a holding company registered in Ireland, and QualiMed Innovative Medizinprodukte 
Gmbh (“QualiMed”) and amg International GmbH (“AMG”) are two wholly-owned subsidiaries of Q3.

QualiMed is a company incorporated in Germany, specializing in the design, development and manufacturing of medical 
devices. The Group entered into the first supply agreement with QualiMed in 2013 and obtained the exclusive rights to 
market, promote and sell QualiMed’s TsunaMed products, which are medical devices used for the treatment of vascular 
diseases, in China and certain Southeast Asia markets. AMG is a company incorporated in Germany, which sells 
coronary and peripheral vascular products.

To further enhance the business cooperation with QualiMed and to improve the Company’s prospects of renewing or 
extending the exclusive right granted by QualiMed for certain products, the Group has completed several rounds of 
investments towards Q3 since 2013 through its wholly-owned subsidiary Pioneer Singapore.
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During the Reporting Period, the Group converted a loan of a principal amount of EUR1,500,000 (equivalent to 
RMB9,778,000) into 26,354 ordinary shares of Q3. The Group also further subscribed 19,500 ordinary shares of Q3 for a 
total consideration of approximately EUR1,500,000 (equivalent to RMB10,044,000).

As of 30 June 2015, the Group held a total of 148,165 ordinary shares representing approximately 36.57% (31 
December 2014: 32.99%) of the issued capital of Q3.

INTERIM DIVIDEND
The Board has declared an interim dividend of RMB5.7 cents per share for the six months ended 30 June 2015 payable 
on Wednesday, 14 October 2015 to the shareholders of the Company whose names appear on the register of members 
of the Company as at the close of business on Thursday, 17 September 2015. The interim dividend will be paid in Hong 
Kong dollars, such amount is to be calculated by reference to the middle rate last published by People’s Bank of China 
for the conversion of Renminbi to Hong Kong dollars as at 5 October 2015.

CLOSURE OF THE REGISTER OF MEMBERS
The register of members of the Company will be closed on Thursday, 17 September 2015, in order to determine the 
entitlement to shareholders to the interim dividend. All transfers accompanied by the relevant share certificates and 
transfer forms must be lodged with the Company’s branch share registrar in Hong Kong, Computershare Hong Kong 
Investor Services Limited, at Shops 1712–1716, 17th Floor, Hopewell Centre, 183 Queen’s Road East, Wanchai, Hong 
Kong before 4:30 p.m. on Wednesday, 16 September 2015.
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Report on Review of Condensed Consolidated 
Financial Statements

TO THE BOARD OF DIRECTORS OF CHINA PIONEER PHARMA HOLDINGS LIMITED
(incorporated in the Cayman Islands as an exempted company with limited liability)

INTRODUCTION
We have reviewed the condensed consolidated financial statements of China Pioneer Pharma Holdings Limited (the 
“Company”) and its subsidiaries (collectively referred to as the “Group”) set out on pages 23 to 50, which comprise the 
condensed consolidated statement of financial position as of 30 June 2015 and the related condensed consolidated 
statement of profit or loss and other comprehensive income, statement of changes in equity and statement of cash 
flows for the six-month period then ended, and certain explanatory notes. The Main Board Listing Rules Governing the 
Listing of Securities on The Stock Exchange of Hong Kong Limited require the preparation of a report on interim financial 
information to be in compliance with the relevant provisions thereof and International Accounting Standard 34 “Interim 
Financial Reporting” (“IAS 34”). The directors of the Company are responsible for the preparation and presentation 
of these condensed consolidated financial statements in accordance with IAS 34. Our responsibility is to express a 
conclusion on these condensed consolidated financial statements based on our review, and to report our conclusion 
solely to you, as a body, in accordance with our agreed terms of engagement, and for no other purpose. We do not 
assume responsibility towards or accept liability to any other person for the contents of this report.

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

CONCLUSION
Based on our review, nothing has come to our attention that causes us to believe that the condensed consolidated 
financial statements are not prepared, in all material respects, in accordance with IAS 34.

Deloitte Touch Tohmatsu
Certified Public Accountants
Hong Kong
25 August 2015
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Profi t or Loss and Other Comprehensive Income
For the six months ended 30 June 2015

For the six months 
ended 30 June

2015 2014
Notes RMB’000 RMB’000

(Unaudited) (Unaudited)

Revenue 4 803,243 738,787
Cost of sales (550,518) (497,532)    

 
Gross profit 252,725 241,255
Other income 5 39,702 21,382
Other gains and losses 6 3,059 (4,330)
Distribution and selling expenses (62,537) (65,742)
Administrative expenses (29,943) (21,408)
Finance costs (10,821) (7,230)
Share of losses of associates (9,738) (5,837)    

  
Profit before taxation 7 182,447 158,090
Income tax expense 8 (21,611) (22,060)    

  
Profit for the period 160,836 136,030
Other comprehensive income (expense):
Items that may be reclassified subsequently to profit or loss:

– Exchange differences on translation of foreign operations (10,728) 1,125
– Exchange differences on translation of interests in associates (1,821) –
– Fair value gain (loss) on other investments 15,711 (19,921)    

 
Other comprehensive income (expense) for the period 3,162 (18,796)    

 
Total comprehensive income for the period 163,998 117,234  

  
Profit (loss) for the year attributable to:

Owners of the Company 161,964 136,656
Non-controlling interests (1,128) (626)    

  
160,836 136,030  

  
Total comprehensive income (expense) attributable to:

Owners of the Company 166,835 117,860
Non-controlling interests (2,837) (626)    

  
163,998 117,234  

RMB yuan RMB yuan
Earnings per share

Basic and diluted 10 0.12 0.10  
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As at 
30 June

As at 
31 December

2015 2014
Notes RMB’000 RMB’000

(Unaudited) (Audited)

Non-current Assets
Property, plant and equipment 11 77,442 103,737
Prepaid lease payments 2,245 2,271
Goodwill 25 13,370 42,265
Intangible assets 25 65,213 158,427
Interest in associates 12 107,705 35,188
Other investments – 29,964
Trust investments 13 – 65,000
Finance lease receivables 88,865 90,826
Deferred tax assets 14 2,356 2,286
Loan to an associate 16 – 12,238
Long term receivables 15 467 1,400    

  
357,663 543,602    

  
Current Assets
Inventories 526,514 619,969
Finance lease receivables 21,275 18,604
Trade and other receivables 15 635,833 576,046
Trust investments 13 60,000 10,000
Amounts due from related parties 18 1,236 7,370
Tax recoverable 559 –
Prepaid lease payments 52 52
Derivative financial instruments 21 6,511 –
Pledged bank deposits 656,470 518,374
Bank balances and cash 251,560 260,834    

  
2,160,010 2,011,249    
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As at 
30 June

As at 
31 December

2015 2014
Notes RMB’000 RMB’000

(Unaudited) (Audited)

Current Liabilities
Trade and other payables 17 460,193 473,700
Amounts due to related parties 18 – 35,204
Tax liabilities 18,101 14,741
Bank borrowings 19 869,646 610,416
Provision 20 1,362 4,715
Derivative financial instrument 21 – 83,087
Obligations under finance lease 1,475 690    

  
1,350,777 1,222,553    

  
Net Current Assets 809,233 788,696    

 
Total Assets less Current Liabilities 1,166,896 1,332,298  

  
Capital and Reserves
Share capital 22 82,096 82,096
Reserves 974,703 1,045,264    

  
Equity attributable to owners of the Company 1,056,799 1,127,360
Non-controlling interests 32,829 98,615    

 
Total Equity 1,089,628 1,225,975    

  
Non-current liabilities
Deferred tax liabilities 14 14,916 43,274
Long term liabilities 17 45,821 54,416
Obligation under finance leases 16,531 8,633    

  
77,268 106,323    

1,166,896 1,332,298  
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Condensed Consolidated Statement of 
Changes in Equity
For the six months ended 30 June 2015

Attributable to the owners of the Company 

Share 
capital

Share 
premium

Other 
reserve

Translation 
reserve

Statutory 
reserve

Treasury 
share 

reserve
Retained 

profits

Investments 
revaluation 

reserve Total

Non-
controlling 

interests Total
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

At 1 January 2014 (Audited) 82,096 956,993 (50,646) 629 9,000 – 166,623 (7,067) 1,157,628 (343) 1,157,285            
     

Profit (loss) for the period – – – – – – 136,656 – 136,656 (626) 136,030
Other comprehensive income (expense) – – – 1,125 – – – (19,921) (18,796) – (18,796)            

     
Total comprehensive income (expense) 

for the period – – – 1,125 – – 136,656 (19,921) 117,860 (626) 117,234
Appropriation to reserve – – – – 3,088 – (3,088) – – – –
Dividends declared and recognised 

as distribution (Note 9) – – – – – – (142,500) – (142,500) – (142,500)            
     

At 30 June 2014 (Unaudited) 82,096 956,993 (50,646) 1,754 12,088 – 157,691 (26,988) 1,132,988 (969) 1,132,019            

At 1 January 2015 (Audited) 82,096 956,993 (50,646) (8,212) 12,389 – 168,961 (34,221) 1,127,360 98,615 1,225,975            
     

Profit (loss) for the period – – – – – – 161,964 – 161,964 (1,128) 160,836
Other comprehensive (expense) income – – – (10,840) – – – 15,711 4,871 (1,709) 3,162            

     
Total comprehensive (expense) income 

for the period – – – (10,840) – – 161,964 15,711 166,835 (2,837) 163,998
Purchase of shares under share award 

scheme (Note i) – – – – – (124,889) – – (124,889) – (124,889)
Disposal of a subsidiary (Note 25) – – – – – – – – – (62,949) (62,949)
Dividends declared and recognised 

as distribution (Note 9) – – – – – – (112,507) – (112,507) – (112,507)            
     

At 30 June 2015 (Unaudited) 82,096 956,993 (50,646) (19,052) 12,389 (124,889) 218,418 (18,510) 1,056,799 32,829 1,089,628
           

Note:

(i) From April to June in 2015, the Company paid an amount of RMB124,889,000 to Bank of Communications Trustee Limited 
(“Trustee”) to purchase the Company’s existing shares of 29,751,000 in the market pursuant to the Share Award Scheme (the 
“Scheme”) made on 10 April 2015 by the board of directors of the Company. During the period ended 30 June 2015, no share 
option was granted, exercised, expired or lapsed and there is no outstanding share option under the Scheme. As of 30 June 
2015, all the shares were held by the Trustee and the potential participants have not yet been selected by the Board of directors.
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Condensed Consolidated Statement of Cash Flows

For the six months ended 30 June 2015

For the six months 
ended 30 June

2015 2014
RMB’000 RMB’000

(Unaudited) (Unaudited)

NET CASH FROM OPERATING ACTIVITIES 126,194 29,392   
 

NET CASH USED IN INVESTING ACTIVITIES
Interest received 16,860 7,180
Advance to an associate – (13,237)
Purchases of other investments and warrants (9,561) (3,085)
Purchase of trust investments – (75,000)
Withdrawal of trust investments 15,000 –
Purchases of property, plant and equipment (5,123) (34,962)
Capital injection in associates (10,044) (12,347)
Placement of pledged bank deposits (142,286) (325,000)
Withdrawal of pledged bank deposits 4,190 192,814
Withdrawal of structured note – 20,000
Withdrawal of certificate of deposit – 60,000
Purchase of intangible assets (898) –
Proceeds on disposal of other investments 181 –
Net cash outflow on disposal of a subsidiary (Note 25) (26,023) –   

 
(157,704) (183,637)   

 
NET CASH FROM (USED IN) FINANCING ACTIVITIES
New bank borrowing raised 476,813 304,957
Repayments of bank borrowings (217,892) (288,116)
Dividend paid (112,507) (142,500)
Payment for repurchase of ordinary shares (124,889) –   

 
21,525 (125,659)   

 
NET DECREASE IN CASH AND CASH EQUIVALENTS (9,985) (279,904)

CASH AND CASH EQUIVALENTS AT 1 JANUARY 260,834 702,073
Effect of foreign exchange rate changes 711 (532)   

 
CASH AND CASH EQUIVALENTS AT 30 JUNE,

represented by bank balances and cash 251,560 421,637  
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For the six months ended 30 June 2015

Notes to the Condensed Consolidated 
Financial Statements

1. BASIS OF PREPARATION
The Company is incorporated as an exempted company with limited liability in the Cayman Islands on 5 February 
2013. The shares of the Company are listed on the Main Board of The Stock Exchange of Hong Kong Limited (“the 
Stock Exchange”) on 5 November 2013.

The principal activities of the Group are the marketing, promotion and sale of pharmaceutical products and medical 
devices.

The condensed consolidated financial statements have been prepared in accordance with International Accounting 
Standard 34 (IAS 34) Interim Financial Reporting issued by the International Accounting Standards Board (“IASB”) as 
well as with the applicable disclosure requirements of Appendix 16 to the Rules Governing the Listing of Securities 
on The Stock Exchange of Hong Kong Limited (the “Listing Rules”).

2. PRINCIPAL ACCOUNTING POLICIES
The condensed consolidated financial statements have been prepared on the historical cost basis, except for 
certain financial instruments that are measured at fair values at the end of each reporting period.

Except the application of the accounting policies for investment in associates and derivative financial instruments 
and the amendments to International Financial Reporting Standards (“IFRSs”) as described below and the change 
of accounting policy set out in Note 3, the accounting policies and methods of computation used in the condensed 
consolidated financial statements for the six months ended 30 June 2015 are the same as those followed in the 
preparation of the Group’s annual financial statements for the year ended 31 December 2014.

Investment in associates
When the Group acquires additional interest in an investee such that the interest was reclassified from available-for-
sale investment to interest in an associate, the investment in the associate is initially recognised at cost, which is the 
fair value of the previously held interest at the date when significant influence is obtained. The Group has adopted 
an accounting policy to remain the cumulative gain or loss arising from the changes in fair value of available-for-
sale investment previously accumulated in the investments revaluation reserve in other comprehensive income by 
analogy to IAS 39 Financial Instruments: Recognition and Measurement, i.e. no gain or loss should be recognised in 
profit or loss as there has been no realisation event (e.g. a disposal of original investment). When the investment is 
disposed of, the cumulative gain or loss previously accumulated in the investments revaluation reserve is reclassified 
to profit or loss.

Derivative financial instruments
Derivatives are initially recognised at fair value at the date when derivative contracts are entered into and are 
subsequently remeasured to their fair value at the end of the reporting period. Derivatives are carried as assets when 
the fair value is positive and as liabilities when the fair value is negative. Any gains or losses arising from changes in 
fair value of derivatives are taken directly to profit or loss.
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For the six months ended 30 June 2015

Notes to the Condensed Consolidated Financial Statements

2. PRINCIPAL ACCOUNTING POLICIES (Continued)
In the current interim period, the Group has applied, for the first time, the following amendments to IFRSs issued by 
the IASB that are relevant for the preparation of the Group’s condensed consolidated financial statements:

Amendments to IAS 19 Defined Benefit Plans: Employee Contributions
Amendments to IFRSs Annual Improvements to IFRSs 2010–2012 Cycle
Amendments to IFRSs Annual Improvements to IFRSs 2011–2013 Cycle

The application of the above amendments to IFRSs in the current interim period has had no material effect on 
the amounts reported in these condensed consolidated financial statements and/or disclosures set out in these 
condensed consolidated financial statements.

3. CHANGES OF ACCOUNTING POLICY
In previous years, cost of inventories are determined on the first-in-first-out basis. Having considered the increase 
in operation scale of the Group, management reassessed the appropriateness of this accounting policy during the 
period and concluded that using weighted average method would provide more reliable and relevant information on 
the Group’s inventories value to the condensed consolidated financial statements users on a prospective basis.

Consequently, the Group changed its accounting policy on inventories to apply the weighted average method 
under IAS 2 Inventories retrospectively with effect from 1 January 2015. The effects of changes in accounting 
policy described above would have been decreased the carrying amount of inventories at 31 December 2014 
by approximately RMB2,682,000 and increased the costs of sales for the six months ended 30 June 2014 by 
approximately RMB174,000. Since the directors of the Company considered the effects of changes in accounting 
policy does not result in any material impact on the profit or loss for the six months ended 30 June 2014 and 
carrying amount of inventories at 31 December 2014, comparative amounts were not restated.

4. SEGMENT INFORMATION
Revenue represents revenue arising from sales of pharmaceutical products and medical devices in the PRC, South 
East Asia, Europe and Africa. An analysis of the Group’s revenue is as follows:

For the six months
ended 30 June

2015 2014
RMB’000 RMB’000

(Unaudited) (Unaudited)

Sales of pharmaceutical products 732,858 629,827
Sales of medical devices 70,385 108,960   

803,243 738,787  

The Group’s chief operating decision maker was the executive directors of the Group, who reviews the gross profit 
of major type of products sold for the purposes of resource allocation and assessment of segment performance. 
Segment profit represents the gross profit earned by each segment.
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For the six months ended 30 June 2015

Notes to the Condensed Consolidated Financial Statements

4. SEGMENT INFORMATION (Continued)
Specifically, the Group’s reportable and operating segments under IFRS 8 are as follows:

(a) Ophthalmic pharmaceutical products – the Group’s ophthalmic pharmaceutical products are sold via the 
provision of channel management services and/or co-promotion services (“Products sold via the provision 
of co-promotion and channel management services”); and

(b) All of the Group’s pharmaceutical products and medical devices except for ophthalmic pharmaceutical 
products are sold via the provision of co-promotion and channel management services (“Products sold via 
the provision of comprehensive marketing, promotion and channel management services”).

No analysis of the Group’s assets and liabilities by operating segments is disclosed as it is not regularly provided to 
the chief operating decision maker for review.

Segment revenues and results
The following is an analysis of the Group’s revenue and results by operating and reportable segment.

For the six months ended 30 June 2015 (Unaudited)

Products sold
via the

provision of
comprehensive

marketing,
promotion

and channel
management

services

Products
sold via the
provision of

co-promotion
and channel

management
services Consolidated

RMB’000 RMB’000 RMB’000

Segment revenue 356,501 446,742 803,243
Cost of sales (159,679) (390,839) (550,518)    

  
Gross profit & segment result 196,822 55,903 252,725    

  
Other income 39,702
Other gains and losses 3,059
Distribution and selling expenses (62,537)
Administrative expenses (29,943)
Finance costs (10,821)
Share of losses of associates (9,738)    

Profit before taxation 182,447 
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For the six months ended 30 June 2015

Notes to the Condensed Consolidated Financial Statements

4. SEGMENT INFORMATION (Continued)
Segment revenues and results (Continued)

For the six months ended 30 June 2014 (Unaudited)

Products sold
via the

provision of
comprehensive

marketing,
promotion

and channel
management

services

Products
sold via the
provision of

co-promotion
and channel

management
services Consolidated

RMB’000 RMB’000 RMB’000

Segment revenue 340,959 397,828 738,787
Cost of sales (156,602) (340,930) (497,532)    

  
Gross profit & segment result 184,357 56,898 241,255    

  
Other income 21,382
Other gains and losses (4,330)
Distribution and selling expenses (65,742)
Administrative expenses (21,408)
Finance costs (7,230)
Share of loss of an associate (5,837)    

Profit before taxation 158,090 
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For the six months ended 30 June 2015

Notes to the Condensed Consolidated Financial Statements

5. OTHER INCOME

For the six months 
ended 30 June

2015 2014
RMB’000 RMB’000

(Unaudited) (Unaudited)

Government grants (Note) 11,942 –
Interest on bank deposits 14,842 13,338
Interest on trust investments 3,049 2,334
Interest income on finance leases 7,169 2,143
Interest income on loan to an associate (Note 16) 204 630
Service income 2,328 1,616
Others 168 1,321   

 
39,702 21,382  

Note: It represented cash received from unconditional grants by the local government to encourage the business operations in 
the PRC. Government grants are recognised in profit or loss when received.

6. OTHER GAINS AND LOSSES

For the six months 
ended 30 June

2015 2014
RMB’000 RMB’000

(Unaudited) (Unaudited)

Net foreign exchange losses (4,062) (3,483)
Reversal of impairment loss previously recognised on

trade and other receivables – 5
Impairment loss on trade and other receivables (3,425) (1,023)
Impairment loss on finance lease receivables (5,506) –
Gain on fair value change of structured note – 171
Gain on initial recognition of other investments and warrants (Note) 3,910 –
Gain on fair value changes of derivative financial instruments 1,523 –
Gain on dilution on interest in associates (Note 12) 10,619 –   

 
3,059 (4,330)  

Note: Amount represents the difference between the fair value at acquisition date of other investments of approximately 
RMB8,446,000 and warrants of approximately RMB5,025,000 over the total acquisition cost of approximately 
RMB9,561,000.
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For the six months ended 30 June 2015

Notes to the Condensed Consolidated Financial Statements

7. PROFIT BEFORE TAXATION

For the six months 
ended 30 June

2015 2014
RMB’000 RMB’000

(Unaudited) (Unaudited)

Profit before taxation has been arrived at after charging (crediting):

Directors’ remuneration 1,901 1,719
Other staff’s retirement benefits scheme contributions 3,420 3,984
Other staff costs 16,909 18,715   

 
Total staff costs 22,230 24,418   

Auditors’ remuneration 1,512 787
Reversal of allowance for inventories, net – (796)
Release of prepaid lease payments 26 26
Depreciation for property, plant and equipment 4,088 1,404
Amortisation of intangible assets (included in administrative expenses) 2,905 279
Cost of inventories recognised as an expense 550,518 497,532
Minimum lease payment under operating lease in respect of premises 254 606  

8. INCOME TAX EXPENSE

For the six months 
ended 30 June

2015 2014
RMB’000 RMB’000

(Unaudited) (Unaudited)

Current tax
PRC Enterprise Income Tax 24,006 24,179

Under provision in prior period
PRC Enterprise Income Tax 138 227   

24,144 24,406   

Deferred tax (Note 14)
Current period (2,533) (2,346)   

21,611 22,060  
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For the six months ended 30 June 2015

Notes to the Condensed Consolidated Financial Statements

9. DIVIDENDS
During six months ended 30 June 2015, a final dividend of RMB8.5 cents (six months ended 30 June 2014: 
RMB10.7 cents) per share in respect of the year ended 31 December 2014 (six months ended 30 June 2014: 
31 December 2013) was declared and paid to the owners of the Company. The aggregate amount of the final 
dividend declared and paid in the interim period amounted to RMB112,507,000 (six months ended 30 June 2014: 
RMB142,500,000).

Subsequent to the end of the current interim period, the directors of the Company have determined that an interim 
dividend of RMB5.7 cents per share will be paid to the owners of the Company whose names appear in the 
Register of Members on 17 September 2015.

10. EARNINGS PER SHARE
The calculation of the basic and diluted earnings per share attributable to the owners of the Company is based on 
the following data:

For the six months 
ended 30 June

2015 2014
RMB’000 RMB’000

(Unaudited) (Unaudited)

Earnings

Earnings for the purpose of calculating basic earnings per share 161,964 136,656  

Numbers of shares

Weighted average number of ordinary shares (2014: number of 
ordinary shares) for the purpose of calculating basic earnings per share 1,327,125,917 1,333,334,000  

For the six months ended 30 June 2015, the weighted average number of ordinary shares for the purpose of 
calculating basic earnings per share for the six months ended 30 June 2015 has been taken into account the 
ordinary shares purchased by the Trustee on the market pursuant to the Share Award Scheme.

For the six months ended 30 June 2015 and 2014, the diluted earnings per share is the same as basic earnings per 
share as there is no dilutive potential ordinary shares outstanding in both periods.

11. MOVEMENTS IN PROPERTY, PLANT AND EQUIPMENT
During the current interim period, the Group paid approximately RMB1,561,000 (2014: RMB1,854,000) for 
construction costs for a new office and RMB3,562,000 (2014: RMB33,108,000) for acquisition of buildings, furniture 
and equipment and motor vehicles in order to upgrade its capabilities.
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For the six months ended 30 June 2015

Notes to the Condensed Consolidated Financial Statements

12. INTEREST IN ASSOCIATES

Name of
associates Form of entity

Classes of
shares held

Principal activity
incorporation

Placed
and operation

Proportion of 
ownership interest

(ordinary share) and voting
power held by the Group
2015.6.30 2014.12.31

Q3 Medical Devices 
Limited (“Q3”) 
(Note a)

Incorporated Ordinary shares Manufacturing and
trading of medical
devices

Ireland/German 36.57% 32.99%

  
YingSheng

3D Medical
Imaging Centre
(“YingSheng”)

Incorporated Ordinary shares Stomatological
computed
tomography services

PRC 35% 35%

NovaBay
Pharmaceuticals,
Inc. (“NovaBay”) 
(Note b)

Incorporated Ordinary shares Development and
commercialisation
of its non-antibiotic
anti-infective products

United States 13.9% N/A

Notes:

(a) During the period, the Group converted a loan of a principal amount of EUR1,500,000 (equivalent to RMB9,778,000) 
(Note 16) into 26,354 ordinary shares of Q3. The Group also further subscribed 19,500 ordinary shares of Q3 for a total 
consideration of approximately EUR1,500,000 (equivalent to RMB10,044,000).

Q3 also issued an aggregate of 49,203 ordinary shares to various investors. A gain on dilution of approximately 
RMB6,475,000 was recognised.

As of 30 June 2015, the Group held a total of 148,165 ordinary shares representing approximately 36.57% (31 December 
2014: 32.99%) of the issued capital of Q3.

(b) As of 31 December 2014, the Group held 14.7% of the issued capital of NovaBay and the investment was classified as 
available-for-sale investment and shown as “Other Investments” on the consolidated statement of financial position.

On 6 March 2015, the Group further subscribed 2,590,000 ordinary shares of NovaBay and subsequent to the subscription, 
the Group held a total of approximately 16.7% of the issued capital of NovaBay.

Subsequently on 10 April 2015, the Group obtained representation on the board of directors which is the governing body 
of NovaBay and as a result, the Directors considered that the Group can exercise significant influence over NovaBay and 
therefore reclassified the Group’s interest in NovaBay with the carrying amount of approximately RMB53,635,000 from “Other 
Investments” to “Interest in Associates” with effect from the same date.

In May 2015, Novabay issued shares to various other investors and the Group’s interest in NovaBay was diluted to 13.9%. A 
deemed gain on dilution of approximately RMB4,144,000 was recognised.

As of 30 June 2015, the net fair value of the identifiable assets, liabilities and contingent liabilities and resulting goodwill of 
NovaBay were recognised provisionally at the date of acquisition pending the completion of an appraisal, which is expected 
to be completed by 31 December 2015.
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For the six months ended 30 June 2015

Notes to the Condensed Consolidated Financial Statements

13. TRUST INVESTMENTS
The Group entered into various fund trust arrangements with a trust company and the trust provides funding 
to specified corporate borrowers, unrelated to the Group. At the end of the reporting period, funds amounted 
to approximately RMB60,000,000 (31 December 2014: RMB10,000,000) and nil (31 December 2014: 
RMB65,000,000) held by the Group are due within twelve months and due after twelve months from the reporting 
date, respectively.

The trust investment was classified as available-for-sale investment on initial recognition and the fair value was 
determined based on future cash flow discounted at a rate that reflect the credit risk of various counterparties. 
Certain trust investments were pledged with properties located in PRC.

14. DEFERRED TAXATION
The following are the major deferred tax liabilities and assets recognised and movements thereon during the current 
and preceding interim periods:

Allowances

Unrealised
profit on

inventories

Provision
for sale

return
Accrued

expenses

Undistributed
profit of

subsidiaries
Fair value

adjustment Total
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

THE GROUP
At 1 January 2014 (Audited) 129 539 380 1,094 (7,500) – (5,358)
Credit to profit or loss for the period 19 598 44 185 1,500 – 2,346        

At 30 June 2014 (Unaudited) 148 1,137 424 1,279 (6,000) – (3,012)
Credit (charge) to profit or loss for the period 71 (680) – (93) – 534 (168)
Acquisition through business combination 1,211 – – – – (40,622) (39,411)
Effect of foreign currency exchange differences – – – – – 1,603 1,603        

At 31 December 2014 (Audited) 1,430 457 424 1,186 (6,000) (38,485) (40,988)
Credit (charge) to profit or loss for the period 489 (158) (302) 41 2,000 463 2,533
Disposal of a subsidiary (Note 25) (1,211) – – – – 25,982 24,771
Effect of foreign currency exchange differences – – – – – 1,124 1,124        

At 30 June 2015 (Unaudited) 708 299 122 1,227 (4,000) (10,916) (12,560)       
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For the six months ended 30 June 2015

Notes to the Condensed Consolidated Financial Statements

14. DEFERRED TAXATION (Continued)
The following is the analysis of the deferred tax balances for financial reporting purposes:

As at
30 June

2015

As at
31 December

2014
RMB’000 RMB’000

(Unaudited) (Audited)

Deferred tax assets 2,356 2,286
Deferred tax liabilities (14,916) (43,274)   

(12,560) (40,988)  

As at the end of the current interim period, the Group has unused tax losses of approximately RMB54,699,000 
(31 December 2014: RMB45,678,000) available for offset against future profits. No deferred tax asset has been 
recognised in respect of such tax losses due to the unpredictability of future profit streams. Pursuant to the relevant 
laws and regulations, the unrecognised tax losses at the end of the reporting period will expire in the following years:

As at
30 June

2015

As at
31 December

2014
RMB’000 RMB’000

(Unaudited) (Audited)

2017 951 605
2018 1,289 1,289
2019 6,320 6,320
2020 1,605 1,605
2021 1,778 –
No expiry 42,756 35,859   

 
54,699 45,678  

As at the end of the current interim period, the aggregate amount of temporary differences associated with 
undistibutable earnings of PRC subsidiaries amounted to RMB219,878,000 (31 December 2014: RMB174,853,000). 
Deferred taxation has not been provided for in the condensed consolidated financial statements in respect of 
temporary differences attributable to accumulated profits of the PRC subsidiaries amounting to RMB139,878,000 
(31 December 2014: RMB54,853,000) as the Group has set aside such fund for the business development in 
the PRC and is able to control the timing of the reversal of the temporary differences and it is probable that the 
temporary differences will not reverse in the foreseeable future. Deferred tax liability approximately RMB4,000,000 (31 
December 2014: RMB6,000,000) was recognised as at 30 June 2015.
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For the six months ended 30 June 2015

Notes to the Condensed Consolidated Financial Statements

15. TRADE AND OTHER RECEIVABLES AND LONG TERM RECEIVABLES

As at
30 June

2015

As at
31 December

2014
RMB’000 RMB’000

(Unaudited) (Audited)

THE GROUP
Trade receivables 492,995 400,975
Less: Allowance for doubtful debts (5,125) (1,700)   

 
487,870 399,275

Bill receivables 103,005 121,170   

590,875 520,445
Other receivables, prepayments and deposits 26,102 6,884
Less: Allowance for doubtful debts (53) (53)   

616,924 527,276
Interest receivables 14,721 13,691
Advance payment to suppliers 2,668 2,569
Other tax recoverable 1,987 1,711
Other receivables (Note) – 32,199   

Total trade and other receivables 636,300 577,446  

Classified as:
– Non-current

Trade receivables 467 1,400   

– Current
Trade receivables 487,403 397,875
Bill receivables 103,005 121,170
Other receivables, prepayments and deposits 45,425 57,001   

635,833 576,046   

636,300 577,446  

Note: Shenyang Zhiying Pharmaceutical Co., Ltd (“Shenyang Zhiying”) made prepayment to the local government for the 
acquisition of land use rights during the year ended 31 December 2013. However, after consideration of the future 
development of Shenyang Zhiying, management of Shenyang Zhiying concluded not to acquire the targeted land and did 
not submit the land use development document to the local government to complete the transaction. The entire deposit 
was subsequently settled in early 2015.
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Notes to the Condensed Consolidated Financial Statements

15. TRADE AND OTHER RECEIVABLES AND LONG TERM RECEIVABLES (Continued)
In relation to the sales of pharmaceutical products, the Group allows a credit period from 30 days to 180 days to its 
trade customers.

For sales of medical devices, except for sales of medical devices under finance lease pursuant to which the legal 
ownership is transferred upon full payment of the contract sum, the remaining sales of medical devices involved 
immediate transfer of legal ownership with contract sums to be settled by instalments over a general period of 12 
months to 36 months as stated in contracts are included in trade receivables.

The following is an aged analysis of trade receivables net of allowance for doubtful debts presented based on 
invoice date at respective reporting dates, which approximated the respective revenue recognition dates:

As at
30 June

2015

As at
31 December

2014
RMB’000 RMB’000

(Unaudited) (Audited)

THE GROUP
0 to 60 days 370,540 287,524
61 days to 180 days 78,990 59,253
181 days to 1 year 29,531 40,248
1 year to 2 years 8,809 12,250   

 
487,870 399,275  
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15. TRADE AND OTHER RECEIVABLES AND LONG TERM RECEIVABLES (Continued)
The aged analysis of bills receivable presented based on the issue date at respective reporting dates:

As at
30 June

2015

As at
31 December

2014
RMB’000 RMB’000

(Unaudited) (Audited)

THE GROUP
0 to 60 days 32,108 90,712
61 days to 180 days 54,891 29,595
181 days to 1 year 15,206 363
1 year to 2 years 800 500   

 
103,005 121,170  

16. LOAN TO AN ASSOCIATE
On 31 December 2013, Pioneer Pharma (Singapore) Pte. Ltd. (“Pioneer Singapore”) entered into a loan 
agreement (the “Q3 Loan Agreement”) with Q3, an associate of the Company, for the granting of a unsecured 
loan of EUR1,500,000 (the “Q3 Loan”), equivalent to RMB12,607,000 by Pioneer Singapore to Q3 and to be repaid 
on or before 31 December 2016. The Q3 Loan was fully drawn down on 14 January 2014 at an interest rate of 10% 
per annum on the principal outstanding.

During the period, the Group fully converted the Q3 loan principal into 26,354 ordinary shares (Note 12).

As of 30 June 2015, the Company has accrued interest receivable of RMB1,236,000 (31 December 2014: 
RMB1,075,000) regarding the Q3 loan.



INTERIM REPORT 2015   CHINA PIONEER PHARMA HOLDINGS LIMITED 41

For the six months ended 30 June 2015

Notes to the Condensed Consolidated Financial Statements

17. TRADE AND OTHER PAYABLES AND LONG TERM LIABILITIES

As at 
30 June 

2015

As at 
31 December

 2014
RMB’000 RMB’000

(Unaudited) (Audited)

THE GROUP
Trade payables 408,381 391,751
Payroll and welfare payables 3,007 10,221
Advance from customers 5,862 5,072
Other tax payables 16,658 13,458
Marketing service fee payables 12,452 12,002
Interest payables 5,677 2,619
Deposits received from distributor 5,516 5,839
Amount due to a former related party (Note a) – 4,800
Amount due to a former non-controlling shareholder (Note a) – 12,500
Accrued purchase 45,821 54,416
Other payables and accrued charges 2,640 15,438   

506,014 528,116
Less: Amounts due after one year shown under long term liabilities (Note b) (45,821) (54,416)   

460,193 473,700  

Notes:

(a) These balances were disposed upon the disposal of Shenyang Zhiying on 13 March 2015 (Note 25).

(b) The amount represents the accounts for the cost of medical devices which are sold under the finance lease contracts and is 
not payable within one year.

The Group typically receives credit periods on its purchases of goods from 30 days to 180 days.

The following is an aged analysis of trade payables presented based on the delivery date at the end of the reporting 
dates:

As at 
30 June 

2015

As at 
31 December

 2014
RMB’000 RMB’000

(Unaudited) (Audited)

THE GROUP
0 to 90 days 404,895 389,438
91 to 180 days 3,385 2,206
181 to 365 days – 86
Over 365 days 101 21   

408,381 391,751  
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18. RELATED PARTIES DISCLOSURES
THE GROUP
(a) The name of related companies of the Group and their relationships with the Group are as follows:

Name of related companies Relationships with the Group

(1) 海南三風友製藥有限公司 
Hainan San Feng You Limited 
(“Hainan San Feng You”)

Company controlled and beneficially 
owned by close family member of 
Mr. Li Xinzhou (“Mr. Li”)

(2) 洋浦新洲投資有限公司
Yangpu Xinzhou Investment Company Limited 
(“Xinzhou Investment”)

Company controlled and 
beneficially owned by Mr. Li

(3) 洋浦安邦投資有限公司
Yangpu Anbang Investment Company Limited 
(“Anbang Investment”)

Company controlled and beneficially 
owned by Mr. Li

(4) 先鋒醫藥股份有限公司
Pioneer Pharma Shareholding Co., Ltd.
(“Pioneer Pharma”)

Company controlled and beneficially 
owned by Mr. Li

(5) 深圳影勝醫療技術有限公司
YingSheng 3D Medical Imaging Centre 
(“YingSheng”)

Associate of the Group from 17 January 2014

(6) Q3 Associate of the Group

(7) NovaBay Associate of the Group from 10 April 2015

(8) 瀋陽富山清泉飲料銷售有限公司
Shenyang FuShanQingQuan Beverage 
Trading Limited* (“Fushan”) (Note)

Company controlled and beneficially 
owned by non-controlling shareholder of 
Shenyang Zhiying

(9) 瀋陽華創投資有限公司
Shenyang HuaChuang Investment Limited*
(“Huachuang”) (Note)

Company controlled and beneficially owned by 
non-controlling shareholder of Shenyang Zhiying

(10) 瀋陽和旺實業有限公司
Shenyang HeWang Company Limited*
(“Hewang”) (Note)

Company controlled and beneficially
owned by non-controlling shareholder of 
Shenyang Zhiying

(11) 瀋陽華興投資有限公司
Shenyang HuaXing Investment Limited*
(“Huaxing”) (Note)

Company controlled and beneficially
owned by non-controlling shareholder
of Shenyang Zhiying

(12) 瀋陽華仕達投資有限公司
Shenyang HuaShiDa Investment Limited*
(“Huashida”) (Note)

Company controlled and beneficially owned by 
non-controlling shareholder of Shenyang Zhiying

*  The English name is for identification purpose only.

Note: These parties are no longer the related parties of the Group upon the disposal of Shenyang Zhiying on 13 March 2015.
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18. RELATED PARTIES DISCLOSURES (Continued)
THE GROUP (Continued)
(b) The name of related parties of the Group who are individual and their relationships with the Group are as 

follows:

Name of related parties Relationships with the Group

(1) Mr. Yuen Sengcheong (“Mr. Yuen”) Key management personnel of the Group

(2) Mr. Yang Zhiyu (“Mr. Yang”) Key management personnel of the Group

(3) Mr. Zhang Wenbin (“Mr. Zhang”) Key management personnel of the Group

(4) Mr. Zhou Jianhua (“Mr. Zhou”) (Note) Non-controlling shareholder of Shenyang Zhiying

(5) Mr. Shen Quan (“Mr. Shen”) (Note) Non-controlling shareholder of Shenyang Zhiying

Note: These parties are no longer the related parties of the Group upon the disposal of Shenyang Zhiying on 13 March 
2015.

(c) Except as disclosed elsewhere in the condensed consolidated financial statements, the Group had the 
following material transactions with its related parties during the reporting period:

For the six months ended 
30 June

2015 2014
RMB’000 RMB’000

(Unaudited) (Unaudited)

Purchase of finished goods from Hainan San Feng You 822 492
Purchase of finished goods from Covex, S.A (Note a) – 3,138
Purchase of finished goods from NovaBay 13 –
Interest income on loan from Q3 204 630
Rental expense paid to Pioneer Pharma (Note b) – 126
Rental expense paid to Xinzhou Investment – 300  

Notes:

(a) Covex, S.A was an associate of the Group from 18 June 2014 to 30 June 2014 and became a subsidiary of the Group 
since 1 July 2014.

(b) Starting from 1 January 2015, the office premises in Hainan and two vehicles from Pioneer Pharma were used by the 
Group free of charge.
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18. RELATED PARTIES DISCLOSURES (Continued)
THE GROUP (Continued)
(d) Balances with related parties at end of reporting period are as follows:

As at 
30 June 

2015

As at 
31 December

 2014
RMB’000 RMB’000

(Unaudited) (Audited)

Name of the related parties
Amount due from an associate
Q3 (Note) 1,236 –  

Amounts due from related parties
Trade receivables

Aged 0–90 days
Fushan – 800
Huachuang – 6,570   

– 7,370  

Loan to an associate – non-current
Q3 – 12,238  

Amounts due to related parties – current
Other payables

Hewang (Note) – (7,000)
Huaxing (Note) – (15,400)
Huashida (Note) – (5,880)
Mr. Zhou (Note) – (5,674)
Mr. Shen (Note) – (1,250)   

– (35,204)  

Note: Amount is unsecured, non-interest bearing and repayable on demand.
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18. RELATED PARTIES DISCLOSURES (Continued)
THE GROUP (Continued)
(e) Compensation of key management personnel

The remuneration of key management personnel during the period was as follows:

For the six months 
ended 30 June

2015 2014
RMB’000 RMB’000

(Unaudited) (Unaudited)

Short-term employee benefits 3,436 3,080
Post employee benefits 154 198   

3,590 3,278  

The Group determines remuneration of key management personnel by reference to the performance of 
individuals and market trend.

19. BANK BORROWINGS
During the period, the Group obtained various new bank loans to finance its business operation of approximately 
RMB476,813,000 (2014: RMB304,937,000). The amounts are secured and due within one year.

As at 30 June 2015, the Group entered into various borrowings with the banks, mainly to finance its business 
operations. Such borrowings had been secured by the pledge of the Group’s assets and the carrying amounts of 
the respective assets are as follows:

As at 
30 June 

2015

As at 
31 December

 2014
RMB’000 RMB’000

(Unaudited) (Audited)

Pledge of assets
Bills receivables 25,769 6,614
Trade receivables 472,300 338,423
Pledged bank deposits 656,470 518,374   

1,154,539 863,411  

As 30 June 2015, the effective interest rates on the Group’s fixed-rate borrowings are ranging from 1.01% to 4.70% 
(31 December 2014: 1.20% to 7.28%).
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20. PROVISION

Provision for 
sales return

RMB’000

THE GROUP
COST
At 1 January 2014 4,222
Additions 2,491
Utilisations (1,998)  

At 30 June 2014 and 1 January 2015 4,715
Additions 210
Reversal (2,585)
Utilisations (978)  

At 30 June 2015 (Unaudited) 1,362 

The Group provides for sales returns based on its previous experience and the expiry dates of the products sold.

21. DERIVATIVE FINANCIAL INSTRUMENTS
Contingent consideration
As at 31 December 2014, derivative financial liabilities represent contingent consideration arose from the acquisition 
of approximately 51% equity interest of Shenyang Zhiying in December 2014 and classified as a derivative financial 
instrument (financial liability at fair value through profit or loss) in consolidated financial statements. During the 
period, the Group disposed of its entire 51% interest in Shenyang Zhiying as disclosed in Note 25 and the related 
derivative financial liabilities was derecognised accordingly.

Warrants
The Group entered into a securities purchase agreement with NovaBay on 6 March 2015, pursuant to which 
the Group purchased 2,590,000 common shares, 2,590,000 unit of warrants with expiry date on 5 June 2016 
and 1,942,500 unit of warrants with expiry date on 5 September 2020 for a total consideration of US$1,554,000 
(equivalent to RMB9,561,000).

The first warrant (“Warrant A”) which is exercisable beginning on the date six months after the date of issuance on 6 
March 2015, entitles the holder to purchase one share of common stock at a price of $0.60 per share, and includes 
a provision for forced conversion if the common stock trades at or above $1.10 for 10 out of 20 consecutive trading 
days. This warrant will expire, unless exercised, 15 months following the date of issuance.

The second warrant (“Warrant B”) entitles the holder to purchase seventy-five percent (75%) of one share of 
common stock at a price of $0.65 per share, and is exercisable beginning on the date six months after the date of 
issuance on 6 March 2015. This warrant will expire, unless exercised, on 5 September 2020.
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21. DERIVATIVE FINANCIAL INSTRUMENTS (Continued)
The Binomial Lattice valuation model has been used to estimate the total fair value of the warrants on date of issuance 
and at the end of reporting period and the fair value of the warrants are estimated at approximately RMB5,025,000 
and RMB6,511,000, respectively, by a firm of independent qualified valuer not connected to the Group.

As at 6 March 2015 As at 30 June 2015
Warrant A Warrant B Warrant A Warrant B

Exercise price US$0.60 US$0.65 US$0.60 US$0.65
Stock price US$0.53 US$0.53 US$0.62 US$0.62
Expected volatility 59.93% 61.34% 65.87% 63.70%
Expected life 1.25 years 5.5 years 1.25 years 5.5 years
Risk-free rate 0.39% 1.87% 0.22% 1.81%
Expected dividend yield 0% 0% 0% 0%
Financial assets at fair value in US$ 297,646 519,036 411,543 653,457
Financial assets at fair value in RMB 1,831,505 3,193,784 2,516,009 3,994,975    

22. SHARE CAPITAL

Number 
of shares US$

Equivalent to 
RMB’000

Ordinary share of US$0.01 each

Authorised:
At 1 January 2014, 31 December 2014 and 

30 June 2015 3,000,000,000 30,000,000 82,096   

Issued and fully paid:
At 1 January 2014, 31 December 2014 and 

30 June 2015 1,333,334,000 13,333,340 82,096   
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23. FAIR VALUE MEASUREMENT OF FINANCIAL INSTRUMENTS
Fair value of the Group’s financial assets and financial liabilities that are measured at fair 
value on a recurring basis
Some of the Group’s financial assets and financial liabilities are measured at fair value at the end of each reporting 
period. The following table gives information about how the fair values of these financial assets and financial liabilities 
are determined (in particular, the valuation technique(s) and inputs used), as well as the level of the fair value 
hierarchy into which the fair value measurements are categorized (level 1 to 3) based on the degree to which the 
inputs to the fair value measurements is observable.

• Level 1 fair value measurements are quoted prices (unadjusted) in active market for identical assets or liabilities.

• Level 2 fair value measurements are those derived from inputs other than quoted prices included within Level 1 
that are observable for the asset or liability, either directly (i.e. as prices) or indirectly (i.e. derived from prices).

• Level 3 fair value measurements are those derived from valuation techniques that include inputs for the asset 
or liability that are not based on observable market data (unobservable inputs).

Financial assets/

financial (liabilities) Fair value as at

Fair value 

hierarchy

Valuation technique(s) and 

key input(s)

Significant 

unobservable 

inputs

Relationship of 

unobservable inputs to 

fair value

30.06.2015 31.12.2014

1) Trust Investment Assets – 
RMB60,000,000

Assets –
 RMB75,000,000

Level 3 Discounted cash flow. Future cash 
flows discounted at a rate that 
reflects the credit risk of various 
counterparties.

Discount rate The higher estimated 
discount rate, the 
lower the fair value

2) Other investments N/A Listed equity
 securities – 

RMB29,964,000

Level 1 Quoted bid prices in an active 
market.

N/A N/A

3) Contingent 
consideration 
in a business 
combination

N/A Liabilities –
 RMB83,087,000

Level 3 Discounted cash flow method was 
used to capture the present value 
of the expected future economic 
benefits that will flow out of the 
Group arising from the contingent 
consideration.

Probability 
adjusted net 
profit growth 
rate.

The higher the deviation 
from committed 
minimum growth rate 
of 15%, the lower the 
fair value.

4) Warrants Assets –
 RMB6,511,000

N/A Level 3 Binomial Lattice valuation model. 
The fair value is estimated 
based on stock price, strike 
price, historical volatility, time to 
expiration and risk-free interest 
rate.

Historical 
Volatility

The higher the historical 
volatility, the higher 
the fair value.

There were no transfers between Level 1 and 2 for the Group in both periods.

As at 30 June 2015, the directors consider that the carrying amount of financial assets and liabilities carried at 
amortized cost in the condensed consolidated financial statements approximate their fair values.
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23. FAIR VALUE MEASUREMENT OF FINANCIAL INSTRUMENTS (Continued)
Fair value measurements and valuation processes
In estimating the fair value of an asset or a liability, the Group uses market-observable data to the extent it is 
available. Where Level 1 Inputs are not available, the Group engages third party qualified valuers to perform the 
valuation. The Chief Financial Officer works closely with the qualified external valuers to establish the appropriate 
valuation techniques and inputs to the model.

Information about the valuation techniques and inputs used in determining the fair value of various assets and 
liabilities are disclosed above.

Reconciliation from the beginning balance to the ending balance of Level 3 fair value measurements of financial 
assets:

Warrants
Trust

 investment
Structured 

note
Contingent 

consideration Total
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

At 1 January 2014 – – 19,829 – 19,829
Addition – 75,000 – – 75,000
Total gains in profit or loss 

(Included in “Other gains and losses”) – – 171 – 171
Settlement – – (20,000) – (20,000)     

At 30 June 2014 – 75,000 – – 75,000     

Warrants
Trust

 investment
Structured 

note
Contingent 

consideration Total
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

At 1 January 2015 – 75,000 – 83,087 158,087
Addition 1,115 – – – 1,115
Total gains in profit or loss 

(Included in “Other gains and losses”) 5,433 – – – 5,433
Settlement – (15,000) – – (15,000)
Disposal (Note 25) – – – (83,087) (83,087)
Exchange adjustments (37) – – – (37)     

At 30 June 2015 6,511 60,000 – – 66,511     

The gains and losses in profit or loss represented the fair value change related to the structure note, trust 
investments and warrants held at the end of each reporting period or the transfer date.
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24. CAPITAL COMMITMENT

As at 
30 June 

2015

As at 
31 December

 2014
RMB’000 RMB’000

(Unaudited) (Audited)

Capital expenditure authorised but not contracted for 413,908 573,719  

25. DISPOSAL OF A SUBSIDIARY
Subsequent to the completion of the acquisition of Shenyang Zhiying on 30 December 2014, the Group was unable 
to reach consensus with Huachuang on the future strategic direction of Shenyang Zhiying. On 13 March 2015, 
the Group entered into a share transfer agreement with Dianbai County Fuhong Investments Co., Ltd. (“Dianbai 
Fuhong”) to dispose of its entire 51% interest in Shenyang Zhiying at the same consideration as stipulated under 
the share acquisition agreement dated 19 November 2014.

RMB’000

Net assets disposed of excluding intangible assets and goodwill 42,610
Intangible assets 85,857
Attributable goodwill 27,569
Contingent consideration arrangement (Note 21) (83,087)
Non-controlling interests (62,949)  

Total consideration satisfied by cash 10,000 

Net cash inflow (outflow) arising on disposal:
Total cash consideration received 10,000
Bank balances and cash disposed of (36,023)  

At 30 June 2015 (Unaudited) (26,023) 
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