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SECTION I. IMPORTANT NOTES

1. Board of Directors and the Supervisory Committee of Shenzhen Accord Pharmaceutical
Co., Ltd. (hereinafter referred to as the Company) and its directors, supervisors and senior
executives, hereby assures that there are no false records, misleading statements or
significant omissions in this report, and it would shoulder any individual as well as joint
responsibility concerning to the authenticity, accuracy and completeness of the contents.

2. This report has been compiled in both Chinese and English. Should be any ambiguity
arise about the contents of the two versions, the Chinese version shall prevail.

3. No director, supervisor and senior executive would claim that he or she could not
guarantee the authenticity, accuracy or completeness of the semi-annual report’s contents or
that he or she holds different opinions.

4. Director ZuoJie did not attend the 17" meeting of 4™ Board of Directors on auditing the
semi-annual report and entrusted Director WuaiMin to vote on his behalf.

5. The semi-annual financial report of the Company has not been audited.

6. Chairman of the Board Mr. Chen Weigang, General Manager Mr. Shi Jinming, CFO Mr.
Wei Pingxiao and Financial Manager Mr. Chi Guoguang hereby declare that they would
assure the authenticity and completeness of the financial accounting report in this
semi-annual report.
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SECTION II. COMPANY PROFILE
I. Company information
(1) Legal Name of the Company
In Chinese: IRYI—Z 2> A FRA 7
In English: Shenzhen Accord Pharmaceutical Co., Ltd.
Abbr. of English name: Accord Pharm.
(2) Stock Exchange Listed with: Shenzhen Stock Exchange
Short Form of the Stock: Accord Pharm. /Accord Pharm. B
Stock Code: 000028/200028
(3) Registered Address: Accord Pharm. Bldg., No. 15, Ba Gua Si Road, Futian District,
Shenzhen, Guangdong
Office Address: Accord Pharm. Bldg., No. 15, Ba Gua Si Road, Futian District,
Shenzhen, Guangdong Province
Post Code: 518029
The Company’s Internet Website: http://www.szaccord.com.cn
E-mail: 0028 @szaccord.com.cn
(4)Legal Representative: Chen Weigang
General Manager: Shi Jinming
(5) Secretary of the Board: Chen Changbing
Contact Address: Accord Pharm. Bldg., No. 15, Ba Gua Si Road, Futian District,
Shenzhen, Guangdong Province
Tel.: +(86) 755 25875195, 25875222
Fax: +(86) 755 25875147
E-mail: investor@szaccord.com.cn
(6)Newspapers Chosen for Disclosing the Information of the Company: Securities Times
and Hong Kong Wen Wei Po
Internet Website Appointed by CSRC: http://www.szse.cn
http://www.cninfo.com.cn
The Place Where the Semi-Annual Report Is Prepared: Secretariat of the Board of
Directors
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(I) Major accounting data and financial indexes
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Unit: RMB

At the end of this
report period

At the period-end of last year

Increase/decrease at the
end of this report period
compared with that at
the end of last year ( % )

Before adjustment | After adjustment I_3efore .After
adjustment | adjustment
Total assets 2,871,415,642.14| 2,679,240,445.07| 2,632,128,528.84 7.17% 9.09%
Owners’
equity(Shareholders’ 458,869,212.52 447,731,956.74 401,880,141.09 2.49% 14.18%
equity)
Net assets per share 1.59 1.55 1.39 2.58% 14.39%

In this report period
(Jan. to Jun.)

The same period of last year

Increase/decrease in this
report period
year-on-year (%)

Before adjustment | After adjustment I_3efore _After
adjustment | adjustment
Operating profit 81,098,283.39 59,640,857.18 22,632,668.19 35.98%| 258.32%
Total profit 80,171,921.06 58,871,574.67 22,370,658.77 36.18%| 258.38%
Net profit 59,898,446.02 47,636,718.85 2,054,528.81 25.74%| 2,815.43%
Net profit after deducting
non-recurring gains and 60,750,075.90 47,898,728.27 2,277,236.82 26.83%| 2,567.71%
losses
Basic earnings per share 0.208 0.165 0.007 26.06%| 2,871.43%
SDh':r’;ed earnings  per 0.208 0.165 0.007|  26.06%| 2,871.43%
Return on equity 13.05% 11.43% 11.09% 1.62% 1.96%
et cash flow arising — 5q )45 565 5p 128,872,280.81 54.11%
rom operating activities
Cash flow arising from
per share  operating 0.205 0.447 -54.14%
activities
[ Note] Items of non-recurring gains and losses and the relevant amount:
Unit: RMB
Items of non-recurring gains and losses Amount
Gains and losses rising from disposal of non-current
-182,351.71
assets
Net non-operating income and cost -744,010.62
Switching back of the provision for various devaluations 0.00
withdrawal in previous years '
Impact on income tax 74,732.45
Total -851,629.88
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(I1) Explanation on the difference in the net profit as audited by Chinese Accounting
Standard (CAS) and International Accounting Standard (1AS)

Unit: RMB

CAS

IAS

Net profit

59,898,446.02

59,898,446.02

Net asset

482,237,690.07

474,182,192.48

Explanations on
differences

After implementing the New Standards, the Company’s net profit in the report period
remained no differences between the Accounting System for Business Enterprises and
the International Accounting Standards. According to Accounting System for Business
Enterprises and the International Accounting Standards, the differences of net asset at
the end of report period were because of accumulative balance at the report-begin.

[ Note] : After implementing the New Standards, the Company’s net profit in the report
period remained no differences between the Accounting System for Business Enterprises
and the International Accounting Standards. According to Accounting System for Business
Enterprises and the International Accounting Standards, the differences of net asset at the
end of report period was because of accumulative balance at the report-begin

(111) Supplemental statement of profit

Return on equity (%)

Earnings per share (RMB)

Profit of th t period . i i i Diluted earnings
it of the report perio Fully diluted Weighted Basic earnings per g
average share
per share
Net profit attributable to common
13.05 13.87 0.208 0.208
shareholders
Net profit attributable to common
shareholders after deducting the 13.24 14.07 0.211 0.211
non-recurring losses and gains

[ Note] The data of profit listed in supplemental statement of profit are calculated
according to the requirements of No. 9---- Return on Equity and Earnings per Share
(Revision in 2007) of Regulations on the Information Disclosure of Companies Publicly

Issuing Shares released by CSRC.

SECTION IIl. CHANGES

SHARES HELD BY MAIN SHAREHOLDERS

I. Particulars about change in share capital
1. In the report period, the Company’s total shares remained unchanged.
2. Statement of change in share capital

IN SHARE CAPITAL AND PARTICULARS ABOUT

Unit: share
Before the change Increase/decrease in this time (+, -) After the change
Amount PIEZOTEEN || MERTERETES [EomDs Cag:tshi;ﬁtgon Other Sub- total Amount I
(%) offering | share reserve (%)
I. Restricted shares 161,912,520 56.19% -39,977,088 -39,977,088 121,935,432 42.32%
1. State-owned shares
2. State-owned legal 112,786,386 39.14% 112,786,386| 39.14%
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person’s shares

3. Other domestic shares

49,126,134

17.05%

-39,

977,088 -39,977,088

9,149,046

3.18%

Including: Domestic
non-state-owned legal
person’s shares

49,126,134

17.05%

-39,

977,088 -39,977,088

9,149,046

3.18%

Domestic natural
person’s shares

4. Foreign shares

Including: Foreign legal
person’s shares

Foreign natural person’s
shares

I1. Unrestricted shares

126,236,880

43.81%

39,

977,088 39,977,088

166,213,968

57.68%

1. RMB Ordinary shares

71,351,280

24.76%

39,

977,088 39,977,088

111,328,368

38.64%

2.Domestically listed
foreign shares

54,885,600

19.05%

54,885,600

19.05%

3. Overseas listed

foreign shares

4. Others

II1. Total shares

288,149,400

100.00%

288,149,400

100.00%

Explanation on the change of share capital: The change was brought by the performance of
Share Merger Reform of the Company on releasing the restricted shares of tradable shares
with restricted tradable conditions which was officially accomplished on May 10, 2007.

11. About shareholders

1. Ended Jun. 30, 2007, the Company had totally 29,084 shareholders, including 20, 102
shareholders of A-share and 8,982 shareholders of B-share.
2. Particulars about shares held by the top ten shareholders (ended Jun. 30, 2007)

Unit: share
Total shareholder 29,084
Particulars about shares held by the top ten shareholders
Nature of Proportion Total amount |Amount of restricted| Amount of shares
Full Name of shareholder of shares
shareholders held of shares held shares held pledged or frozen
SINOPHARM Medicine Holding|  State-owned 30.14% | 112.786.386 112,786,386 0
Co., Ltd. legal person
Shenzhen Baoan District Shiyan Domestic
Town Economic and| non-state-owned 3.18% 9,149,046 9,149,046 0
Development Corporation legal person
CHINA INDUSTRIAL AND
COMMERCIAL BANK — Domestic
YIFANGDA VALUE _ ) o
SELECTIVE STOCK nolr;;;?tse(r):;rr:ed 2.44% 7,027,673 0 Unknown
SECURITIES INVESTMENT
FUND
BANK OF CHINA — .
YIFANGDA ACTIVE GROWTH| __ bomestic .
SECURITIES INVESTMENT nolr;-gs;?tsé(r):;rr:ed 2.02% 5,834,757 0 Unknown
FUND
CHINA CONSTRUCTION
BANK — CITIC BONUS Domestic
SELECTIVE STOCK| non-state-owned 2.01% 5,800,629 0 Unknown
SECURITIES INVESTMENT legal person
FUND
HANG SENG CONSUMER| Foreign legal
SECTOR FLEXIPOWER FUND pe%song 1.46% | 4,210,050 0 Unknown
CHINA INDUSTRIAL AND Domestic 1.39% 3,999,567 0 Unknown
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COMMERCIAL BANK —| non-state-owned
BOSCH SELECTIVE STOCK| legal person
SECURITIES  INVESTMENT

FUND
. : . o Domestic

Nzatlonal dslc\)ﬁ'al CS ec%r.'tyt.Fund non-state-owned 1.19% 3,441,997 0 Unknown
ero and Nine Combination legal person

CHINA INDUSTRIAL AND

COMMERCIAL BANK — Domestic

YIFANGDA VALUE GROWTH)| non-state-owned 1.08% 3,099,853 0 Unknown

COMBINED SECURITIES legal person

INVESTMENT FUND

LAI LUO FA Domestic natural | g0y | 5 298,993 0 Unknown

person

Particulars about the shares held by the top ten unrestricted shareholders

Amount of unrestricted shares

Full Name of shareholder held( Share)

Type of shares

CHINA INDUSTRIAL AND COMMERCIAL BANK
— YIFANGDA VALUE SELECTIVE STOCK 7,027,673 RMB common share
SECURITIES INVESTMENT FUND

BANK OF CHINA — YIFANGDA ACTIVE

GROWTH SECURITIES INVESTMENT FUND 5,834,757 RMB comman share
CHINA CONSTRUCTION BANK—CITIC BONUS
SELECTIVE STOCK SECURITIES INVESTMENT 5,800,629 RMB common share

FUND

HANG SENG CONSUMER SECTOR

FLEXIPOWER FUND 4,210,050, Domestically listed foreign share

CHINA INDUSTRIAL AND COMMERCIAL BANK

— BOSCH SELECTIVE STOCK SECURITIES 3,999,567 RMB common share

INVESTMENT FUND

Natlona}l S_omal Security Fund — Zero and Nine 3,441,997 RMB common share
Combination

CHINA INDUSTRIAL AND COMMERCIAL BANK

— YIFANGDA VALUE GROWTH COMBINED 3,099,853 RMB common share

SECURITIES INVESTMENT FUND

LAI LUO FA 2,298,993 RMB common share

BANK OF COMMUNICATIONS-KERUI

SECURITIES INVESTMENT FUND 1,998,957 RMB common share

HANG SENG CHINA EQUITY FUND 1,665,665 Domestically listed foreign share

CHINA INDUSTRIAL AND COMMERCIAL BANK — YIFANGDA SELECTIVE
STOCK SECURITIES INVESTMENT FUND, BANK OF CHINA — YIFANGDA
Explanation on associated ACTIVE GROWTH SECURITIES INVESTMENT FUND and CHINA INDUSTRIAL
relationship among the top ten |AND COMMERCIAL BANK — YIFANGDA VALUE GROWTH COMBINATED
shareholders or consistent  [SECURITIES INVESTMENT FUND belong to Yifangda Fund Management Co., Ltd, it
actionist is unknown that there exists no associated relationship or belongs to the consistent
actionist among the other tradable shareholders regulated by the Management Measure of
Information Disclosure on Change of Shareholding for Listed Companies.

3. Shares held by the shareholders with restricted tradable conditons and restricted

conditions
Unit: Share
Amount of the Amount of .
No. |[Name of the restricted shareholders|restricted shares| . Date to be additional listed Restr!gted
held listed for trade shares condition
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i i April 29, 2008 28,814,940
1 SINOPHARM Medicine Holding 112,786,386 p_ Note 1
Co., Ltd. April 29, 2009 83,971,446
Shenzhen Baoan District Shiyan
2 |Town Economic and Development 9,149,046/ April 29, 2008 9,149,046| Note 2
Corporation

Note 1: (1) Not selling original non-tradable equities through stock exchange in 24 months
from the day they become tradable. (2) Original non-tradable equities sold after the 24
months through stock exchange take up no more than 10% of the Company’s total shares in
the following 12 months, and the price is no lower than 110% of the stock weighted average
price of the 30 trading days before Accord Pharmaceutical’s Board of Directors publish the
reform plan (from the day of implementing Non-tradable Shares Reform to the day when
Sinopharm Medicine Holding sells equities, Ex Warrant/Ex Dividend on the price will be
implemented if dividend, allotment or transferring of public capital to equity and so on
happens ).

Note 2. Not trading or selling equities within 12 months from the day when plan of
Non-tradable Shares Reform is carried out; on basis of the aforementioned time limited,
original non-tradable equities sold through stock exchange take up no more than 5% of the
Company’s total shares in the following 12 months; no mare than 10% within 24 months.

4. In the report period, the controlling shareholder of the Company remained unchanged.
The Company’s controlling shareholder is Sinopharm Medicine Holding Co., Ltd., while
the actual controller is China National Pharmaceutical Group Corporation.

SECTION IV. PARTICULARS ABOUT DIRECTORS, SUPERVISORS AND
SENIOR EXECUTIVES

I. In the report period, secretary of Board of Directors Mr. Chen Changbing purchased
11,175 shares of the Company through secondary market and declared to freeze them
according to regulations. Except him, no directors, supervisors, or other senior executives
held shares of the Company.

I1. Particulars about the changes in directors, supervisors and senior executives during the
report period:

In the report period, the Company did not have newly engagement or dismissal in directors,
supervisors and senior executives.

SECTION V. DISCUSSION AND ANALYSIS OF THE MANAGEMENT

I. The overall operation of the Company in the report period

Year 2007 was one crucial year for big-stepped development for the Company. In the first
half of 2007, according to wolk target “Integrated promotion, Hamonious development”
made in year-begin, with the guidance with customer and market, with the lead with view of
scientific development, on the basis of organization ability development, the Company
innovated unceasingly new working thought, determined target, got hold of management,
took rooted in efficiency and performance, perfected and consummated flow systems daily,
regulated and matured management system daily, professionalized and fined business
operation, tried to establish one operation management systmen including plan,
examination., mechanism and communication, and let every member to be main body in the
team, combined and linked the strategic target, flow system and responsilibity structure of
the enterprise, realized efficiency maximum, further improved the operation ability,
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profit-gaining ability and growing ablity of the Company.

At the aspect of medical distribution, under the daily consummated business management
framework, the Company strengthened profession and fineness, performed business
management with full systems. First of all, complete the budget management. The purposes
were combining the target cost management and performance management, improving
budget sanction and controlling. Through meeting systems such as fund control, budget
implementation analysis, business management, foucus operation data, anaylized and
followed implementation from muliti-angels, formed solid appraisal systems of operations
status (budget contrast, vertical contrast, contrast with the same kind, analogy contrast),
focused changes on points data in business system (purchase, sales, and credit), emphasized
solving the problems in operation process; secondly, flow system management. The
purpose was with the guarantee of system, flow and system to promote operation quality,
promoted efficency and effect on implementing the flow sytem. It reflected on aspect
contolling such as focusing purchase and sales management (analysis of purchase and sales
data, sales control, price adjustment, bidding purchase, and adjustment to catalogue of stock
medicines), budget management (week budget system, budget management manual, and
management methods on operation analysis), credit management(open salesman account,
and credit management methods of sales customers), flow construction (adapt to market
change, meet the demand of customer, and improve operation efficiency). Thirdly, actively
participated in bidding purchase on medicine to Internet in Guangdong Province, with the
emphasis of Sinopharm Holings Guangzhou Company, integrated with resources of
Shenzhen distribution, innovated marketing pattern to adapt to market changes; on the
general bidding breed of Guangdong Province, got more participated proportion, assured
the operation effect under the new pattern. Fourthly, enlargen the purchase and products
development; the purpose was to impove the planning skill and profession ability in
purchasing, promote the purchasing resource communication and strategic purchase
between Guangdong Province and Guangxi Province, reduce the purchase cost. Fifthly,
management on customer relationship; the purpose was to adopt various measures to
promote customer manament ang service ability, improve the speed, efficiency and effect of
customer. Sixthly, management on risk and credit; got hold of six keystones such as
establishing and perfecting creadit management system, controlling and reduced legal
sueing risks, risk controlling agreement and notes management, strengthening stock and
problem goods dealing, intensifying management on thining receivable and oprtimizing
management on quit or exchange the medicine, perfect unceasingly risk and credit
management system, try to control and reduce the operation risks. Due to the promotion of
management efficiency, the improvemtn of market share, the sales was brought bigger
advances.

At the aspect of pharmacy industry: on the basis of completing new plant construction of
medicine R&D production, Zhijun Pharmacy actively promoted the brand strategy to
confront market, brought forward the operation guideline of New, Brand, Scale, Large,
Nation and Prodcution, innovated marketing pattern, extended the second and third markets,
confirmed the three breeds achieving the No. 1 in market shares, and the breed sales target
of three breed achieving top three in market shares. Through adjusting examination measure,
lead products structures tend to balance; consolidated basis management, completed the
design, examination, putting on records of entire wrapper of current products; got GMP
certification on new plant orally-taken solid and liquid workshops and three powder
workshops; enlargened R&D investment, completed special examination on 29 breeds
which are under reseach; compleded the first investigation to the integrated plan of industry
chain for the technological reseach on 14 projects. At the aspect of international trade, three
products got certificate in Thailand, four products got bidding in Philippine National
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Hospital, and signed cooperation agreement as agency with Malaysia and part of
independent-union countries.

At the aspect of medicine retails, through the adjustment of asset relationship, firstly
established the management new pattern with the platform of Guangdong Accord Pharmacy
Co., Ltd and management mainline of business. In order to consolidate basis management,
improve proft-gainning ability and innovate shop marketing pattern; established shop
self-marketing performance standard, expanded single-shop promotion activity, established
shop-in-shop operation improving plan, consummated and carried out operation new plan
on other areas. On the management of commodity, organized to optimize commodity
structure of high profit, carried out independent purchase and store delivery on 900 breeds,
organized commodity plan, experimental units, analysis and adjustment of shops; on the
shops development, according to market change and actual operation status, reasonably
adjusted shop patterns, continued to develop independent brand, newly develp 19 products,
and the independent products got bigger increase in its sales.

In the first half of 2007, the Company continued to promote deep integration of Guangdong
Province and Guangxi Province, arranged according to time process of integration of
Guangdong Province and Guangxi Province, and did many works in organizing frame
construction, flow system optimization, business system switch, clear investment
relationship and equity legal procedure fulfillment; the main chain of integration of market
resource with integrated purchase was opened, the communication of breed and market
improved unceasingly which brought the expansion and sales growth of market shares; the
management team with high efficient administration and the staff team atmosphere with
harmounious culture construction were forming and got preparations for the official
movement of the integration of Guangdong Province and Guangxi Province.

I1. Analysis on the main operating results and financial status

(I) Scope of the Company’s prime operations: research and producing of medicines;
wholesale and chain retail of patent traditional Chinese medicine (TCM) and western
medicine, Chinese Crude Drugs, biology product, bio-chemical medicine, health products
and medical equipments. Prime operations of Sinopharm Medicine Holding (Guangzhou)
Co. Ltd. controlled by the Company are distributing imported medicines and medicine of
joint ventures as an agency.

(1) Formation of income from main operations

1. Statement of mainoperations classified according to industries or products

Unit: RMB
Main operations classified according to industries
Increase/decr
. Increase/decrea
ease in . Increase/decre
- . . se in cost of -
Classified according . . Gross  |income from - ase in gross
. . Income from main Cost of main Lo . main Lo
to industries or operations operations profit ratio main operations over profit ratio
products P P (%) operations P over the last
the last year
over the last %) year (%)
year (%) 0
Decreased by
Medical industry 205,992,447.49 34.49 10.19 39.36 13.71
percentage
314, 453, 247. 53 points
Decreased by
Medical wholesale 2,929,303,401.60 4.58 10.37 10.50 0.11
percentage
3, 070, 060, 324. 88 points
Medical retail 172,203, 070.29 129,962,045.53 24.53 23.83 19.46 Increased by
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2.76
percentage
points
Other 15,951, 446. 10 2,557,262.79 — — — —
Less: Sales between
internal enterprises 350, 165, 904. 05 348,587,330.69 _ _ _ _
Decreased by
Consolidation 2,919,227,826.72 9.41 22.04 24.80 2.01
percentage
3,222,502, 184. 75 points
Decreased by
Including: —related 940 o5 159 94 208.317,703.46 | 10.69 25,68 41.38 9.92
transactions percentage
points
Main operations classified according to products
Increased by
Respiratory 101, 685, 607. 66 16,600,951.55 8367 | -32.31 -37.52 1.36
antitussive medicines percentage
points
Increased by
Anti-infectious - cef g 705 793 94 171510,544.73 11.95 52.96 49.53 2.02
series products percentage
points
Decreased by
Including the related 1y 515 994,77 3481,053.40 68.95 | -75.30 -68.06 7.04
transaction percentage
points
Pricing principle of the related transaction Market price adopted

In which: In the report period, the total amount of related transactions on listed companies’
selling goods to and provide labour service for the controlling shareholder and its
subsidiaries was RMB 233,252,200.

2. Income from main operations classified according to areas (Unit: RMB)

Increase/decrease in income from main operations

Areas Income from main operations ]
over the same period of last year (%)
Domestic sales 3,220,785,154.68 22.06
Overseas sales 1,717,030.07 -12.93

(111) Operation and business analysis to the main holding companies and participating
companies of the Company

1. Shenzhen Zhijun Pharmaceutical Co., Ltd. (Previous Shenzhen Pharmaceutical Plant):
wholly-owned subsidiary of the Company. Its registered capital was amounting to RMB 69
million, and it deals with the manufacturing of the original chemical medicine, processing
with the traditional medicine, the R&D and management of chemical raw material of
medicine. It mainly produced respiratory medicines; and has main products such as isedyl
cough syrup and Cefuroxime Sodium, etc. Ended June 30, 2007, the total assets of the
Company realized amounted to RMB 574,997,400, income from main operation in the first
half year of 2007 amounted to RMB 318,100,400 and net profit amounted to RMB
36,183,200.

2. Shenzhen Accord Pharm Chain Store Co., Ltd.: wholly-owned subsidiary of the
Company. Its registered capital was amounting to RMB 10.8 million, and it deals with the
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retailed sales of the traditional medicine, western medicine and medical equipments. Ended
June 30, 2007, the total assets of the Company realized amounted to RMB 65,892,700,
income from main operation in the first half year of 2007 amounted to RMB 117,438,100
and net profit amounted to RMB 624,900. Shenzhen Accord Pharm Chain Store Co., Ltd.
improved the profit-gaining capability in current year due to adjust positively the type
structure and strengthen to controlling the expenses and enlarged the promotions according
to the demand of market.

3. SINOPHARM Medicine Holding (Guangzhou) Co., Ltd.: Its registered capital was
amounting to RMB 50 million, 90% shares were held by the Company. It mainly deals with
the imports and exports of Chinese patent, medicine chemical agent, antibiotics,
biochemical, biological, diagnosis drug, therapy and diagnosis biological, shaped packing
food, chemical products, the merchandise and techniques that self-supported or act as an
agent. Ended June 30, 2007, the total assets of the Company realized amounted to RMB
1,702,927,300, income from main operation in the first half year of 2007 amounted to RMB
2,296,599,800 and net profit amounted to RMB 26,301,100.

4. Shenzhen Main Luck Pharmaceuticals Inc.: Its registered capital was amounting to USD
5 million, 35.19% shares were held by the affiliated company of the Company. It mainly
deals with the development, research, production and operation of Anti-cancer
pharmaceuticals reparation. Ended June 30, 2007, the total assets of the Company realized
amounted to RMB 213,585,300, income from main operation in the first half year of 2007
amounted to RMB 109,767,100, total profit amounted to RMB 14,121,900 and net profit
amounted to RMB 11,912,500. The investment income contributed in the report period
amounted to RMB 3,772,800.

(1V) Brief analysis on financial status

1. Changes of main financial indexes in the report period (Unit: RMB)

Items Jan.-Jun. 2007 Jan.-Jun. 2006 Increas(e(z)f)ecrease
Income from main operations 3,222,502,184.75 2,640,614,162.37 22.04
Profit from main operations 298,719,318.34 297.676,021.71 0.35
Net profit 59,898,446.02 43,043,716.68 39.16
Net increase in cash and cash 20,589,084.80 54.166,216.46 -61.99
equivalents

[tems Amount at Amount at Increase/decrease

period-end period-begin (%)

Total assets 2,871,415,642.14 2,632,128,528.84 9.09
Shareholders’ equity 458,869,212.52 401,880,141.09 14.18
Notes:

(1) The main reason for the increase in income from main operations: Integration of
Guangdong and Guangxi achieved remarkable effects, and the sales scale was further
expanded.

(2) The main reason for the increase in profit from main operations: The increase in income
from main operations from the expanding of sales scale was bigger than the increase in the
cost of main operations caused by tender and tendering and other factors

(3) The main reason for increase in net profit in this period over that of the same period of
last year: in profit from main operations: The sales situation of the Company was favorable,
and in addition, benefit increase came into being through enhancing budget control and
reducing costs.




Shenzhen Accord Pharmaceutical Co., Ltd. Semi-annual Report 2007

(4) The main reason for the increase in total assets: the increasingly expanding of scale of
enterprises.

(5) The main reason for the increase in shareholders’ equity (deducting minority (deducting
minority shareholders’ equity): gains in this period.

2. Explanation on changes in profit components compared with the previous year

Jan. — Dec., 2006
Jan. — Jun., 2007 (After Adjustment) Increase/decrease
Items Proportion Proportion in proportion in
Amount(RMB) in total Amount(RMB) in total total profit (%)
profit (%) profit (%)
Profit from main
operations 208,719,318.34 372.60 297,676,021.71 469.82 -97.22
Profit from other
operations 16,873,238.54 21.05 16,467,878.37 25.99 -4.94
Expense in the period -239,263,917.38 298.44 |  -259,366,833.80 -409.36 110.92
Losses of devaluation
of assets 1,788,392.52 2.23 4,863,790.90 7.68 -545
Investment income 2081.251.37 3.72 3.980.998.89 6.28 -2.56
Net  non-operating ] ]
income and cost -026,362.33 -1.16 -262,009.42 0.41 0.75
Total profit 80,171,921.06 100 63,359,846.65 100.00 0.00
Note:

(1) The amount of items of Jan.-Dec., 2006 listed in this table was the one according to new
standards after adjustment.

(2) The reason for the decrease in proportion of profit from main operations in total profit:
decrease in sales proportion of medicine for relieve a cough of respiratory system with high
gross profit ratio in this period and sales price fall of antibiotic.

(3) The reason for sharp decrease of the proportion of expenses duting the period in total
profit: The Company and its subordinate subsidiaries strictly implement the expenses
budget, enhance internal control and effectively decreased the expenses.

(V) No other operating business exerting material influence on net profit happened in this
period.

(V1) Working plan for the second half year

Faceing with the market environment and competition pressure in medicine industry of the
Compnay, in the second half of year 2007, the Company will take these things as priority as
integration, collaboration, transcendency, take these as core as efficiency, breed and
customer; continue to adjust the strategic way, transfer the marketing strategy, promote
brand construction, strengthen financial risk precaution, optimize human resources
mechanism, speed up the integration of Guangdong Province and Guangxi Province,
intensify the collaboration of Guangdong Province and Guangxi Province with the guidance
of right value to lead the staff team of the Company, realize surpass unceasingly, and make
solid basis for the full operation on platform of Guangdong Province and Guangxi Province
of Great Accord in year of 2008.

1. Surrouded with the development strategy of becoming the first medicine brand in south
of China and becoming the excellent listed company in the industry of medicine of China,
in the second half of 2007, the resources of integration of Guangdong Province and
Guangxi Province enter into the last crucial stage, the affiliated enterprises, departments of
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the Company will take that as center, collaborate with each other, adjust the working
thoughts based on strategic development, assure framework, personnel, responsibility, flow
come into the places. In order to boost the business development of the Company after
integration, the collaborated plans on three main operation boards of distribution, industry
and retail, and relative purchase, finance, human resources, logistics and IT will be made to
assure the pre-operation of Great Accord go smoothly.

2. In the second half of 2007, the Company will perfect the fundamental system
construction and inner control contruction, improve the administration level of the
Company, avoid and reduce the operation risks of the Company, and realize the mutual win
of enterprise and investors by the chance of changing the office term of Board of Directors
and Supervisory Committee according to the Code of Corparate Governance for Listed
Companies in China, and the shortages which were pointed out in spot inspection by CSRC.
3. The Company will make taking care of life and focuses on health as the tenet, further
intensify the social responsibility thought. Especially as the medicine enterprise related with
peoples’ life and health, and as the governmental medicine reserve units, the Company will
place the significant responsibility of assuring every customers’ safety while taking drugs
on each aspect of works; in the process of healthy development of enterprise, except for
taking the economical efficiency as development target, the Company will ever take public
health as the most important value guide, confirm the operating behaviors are benefitable to
interestes of public, get trusts from public and society by honest operation, make the brand
operation as the main channel for medicine supple of the market.

4. In the second half of 2007, the three business boards of distribution, industry and retail
will intensify the core ability of the Company with the elements of speed, cost, service and
innovation; know the development tendency of inside and outside environment objectively,
judge the chances and challenges, promote the target management and fine management;
advocate professional spirit, advance each work, realize the operation quality enter into new
stage. Distribution: focus on get hold of integrated operation of purchase of Guangdong
Province and Guangxi Province, enhance the links with purchase and sales, further develop
new market; Industry: continue to make the six emphasis as New, Brand, Scale, Large,
Nation and Prodcution, take the integration as chance, take scientific cooperation as impetus,
take brand marketing as traction, and get prepartions for entering into international market;
retail: emphasize to bring in human resource, change management, perfect the
administration framework, responsibility, flow, business-expanding, sales-improving and
efficiency-creating of pharmacies Guangdong Province and Guangxi Province.

5. In order to adapt to the demand of integrated strategic and operation management of the
Company, the working keypoints for financial management in the second half of 2007 will
surround with advance the financial system of NC Group, enhance the budget management,
establish financial risk precaution mechanism; at the same time, continue to intensify the
checking basis, innovate the management thought of current accounts, and make good
foundations for the integrated finance operation of Guangdong Province and Guangxi
Province.

6. On the basis of mechanical optimization of first half of last year, further focus the
communication reflect of achievements, advance the manual efficient analysis, get research
on personnel compile and personneal cost control method under the framework of Great
Accord, optimize the ability evaluation system, perfect the training management, and
establish the excellent and high efficient management platform of human resources.

I11. Investments of the Company
() Major Equity Investments
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Naught.

(1) Expending of Raised Capital
In the report period, the Company had not raised any proceeds or that extended from the

previous period

2. Actual progress of important projects invested with capital not through raising:

In the report period, medicine R&D and manufacturing base of the Company’s subsidiary
Shenzhen Zhijun Pharmaceutical Co., Ltd which is the subsidiary of the Company has been
accomplished GMP certification and removement preparation. Tasks such as base building
have been finished. In the report period, the actual expenditure for Medicine R&D and
Manufacture Base Project was RMB 28 million, and ended the report period-end,
accumulative amount totaled to 172 million, having accomplished 73% of the total
investment of project budget.

IV. Explanation and Estimation on Changes in Accumulative Net Profit from
Year-beginning to the Next Report Period-end

Through inner control, expense-deducting and increasing efficiency and overcoming the
disadvantageous factors, it is estimated that the increase in consolidated net profit of the
Company from Jan. to Sep., 2007 would not surpass 50% compared with the same period of
last year.

SECTION VI. SIGNIFICANT EVENTS

I. Actual Situation of Company Administration

According to the requirements of the laws and regulations including Company Law,
Administration Rules for listed Companies, Guideline on Establishing Independent Director
System in Listed Companies, Stock Listed Rules of Shenzhen Stock Exchange, etc., the
Company enacted rules of procedure of “three meetings and one team” (namely
shareholders’ general meeting, board of directors, supervisory committee and management
team) and work detailed rules, and established Management System for Information
Disclosure and Method on Investors’ Relationship Management, and performed strictly. In
the first half of 2007, during the process of performing special activity management of the
Company, throught self-examination and according to relevant regulations, the Company
discovered some not normative points and parts including the management system have not
timely amended and madeup, the operations of “three meetings” were not perfect, and the
independency of the Company needed improving. Faced with those problems and shortage,
the Company actively adopted reform measures and impoved and perfected unceasingly, on
Aug.8, 2007, with the approval of board of directors and supervisory committee of the
Company, series regualations and rules were amended and promoted as follows: newly
amended the Articles of Association, based on that, revised the Rules and Procedure of
Shareholders’ General Meeting, Rules and Procedure of the Board of Directors, Rules and
Procedure of the Supervisory Committee and Working Rules of General Manager; at the
same time, in order to bring out the important function of independed directors on the
company’s management, newly made Working Rules of Auditing Committee of Board of
Directors, Working Rules of Nomination Committee of Board of Directors, Working Rules
of Remuneration and Examination Committee of Board of Directors and Working Rules of
Strategic Committee of Board of Directors; in order to guarantee the function of go-between
and ligament on company’s management and information disclosure for the Secretary of
Board of Directors, the Company newly made Working Rules of Secretary of Board of
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Directors and Methods on Management of Information Disclosure; at the repect of
strengthening inner control, the Company supplemetarily made Methods on Management of
Related Transaction and Methods on Management of Raising Fund. Through amending and
perfecting series systems, it established basis for the healthy development of the Company.
In the second half of 2007, the Company will further implement reform measures, develop
management activities one stage by one stage, and try to promote the management levels of
the Company.

I1. Profit Distribution Plan and Its Implementation

Profit distribution plan 2006 was passed in the General Meeting of Shareholders 2006 held
on May 18, 2007. Totaled 288,149,400 shares, RMB 0.90 will be distributed to each 10
shares (tax included)—cash dividends amounts to RMB 25,933,446.00 totally. The left
profit distributable for shareholders RMB 1,339,786.72 will distributed in future years.
Public capital reserves will not be transferred to equity in the period.

On July 13, 2007, the profit distribution has been finished.

I11. Material Lawsuits and Arbitrations

In the report period, there existed neither significant lawsuits, arbitrations involved with the
Company nor any material lawsuits, arbitrations occurred in previous periods and lasted
into the report period.

IV. Daily related transactions

() Related transactions occurred when the Company purchases and sells goods:
1. Purchase of goods from related parties:

(1) Transaction scale

. Occurred amount in Occurred amount in the
Name of companies

this period same period of last year
Shanghai  Sinopharm Wai  Gaogiao
Medicine Co., Ltd. 264,575,596.28 284,882,987.63
Sinopharm Medicine Holding Co., Ltd. 107,596,583.01
(L:gna National Medicines Corporation 66.679,846.90 57.409,480.70
Guar)gdong South _ Pharmaceutical 10.494.689.48 12.775.858.46
Foreign Trade Corporation
glgoplir;grm Medicine Holding Tianjin 6,265.716.10 3,036,585.35
Guangdong Dong Fang Uptodate &
Special Medicines Co. Ltd. 3,942,987.82 2,820,398.69
Sales Subd_|V|3|on _of China National 3,536,533.35 3,043,487.98
Pharmaceutical Foreign Trade Corp.
?:lgoplir;grm Medicine Holding Nanning 3,144,331.58 1,045,877.75
Sinopharm Traditional Chinese Medicine
(Shenzhen) Co. Ltd 1,797,908.16 1,973,347.89
(S:go?_rggrm Medicine Guoda Pharmacy 2,408,198.99 839 565.30
Ithcenzhen Main Luck Pharmaceutical 677.029.87 1,477 450.40
chj)zhEtjd Medicine Foreign Development 477.876.83 1,876,332.47
Sinopharm Medicine Group Chemical 57.264.96 35.982.91

Reagent Co., Ltd.
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Sinopharm Medicine Group Shanghai
Medical Equipment Co., Ltd.

Sinopharm Medicine Holding Hunan
Tianjian Co., Ltd.

Sinopharm Medicine Group Beijing
Medical Equipment Co., Ltd.

China National Pharmaceutical Group
Company

Sinopharm Medicine Holding Beijing
Co., Ltd

Guangdong Renbo Medical Equipment
Co., Ltd.

Sinopharm Medicine Holding Shanghai
Co., Ltd

Beijing Zhongxin Medical Trading
Compan

Guangdong Tianliang Medicine Co., Ltd.

Huahe Pharmaceutical Holding Co., Ltd.

Sinopharm Medicine Holding Hubei
Xinlong Co., Ltd

Total

Semi-annual Report 2007

17,173.56 55,898.50

12,512.82 -

8,827.44 5,051.19

5,283.30 106,060.00
3,978.36 ---
479.69 ---

--- 101,247,570.61

- 21,783.11

--- 179,131.51

- 17,511.11

--- 10,986,544.43

480,702,818.50 484,736,905.99

(2) The price for purchasing was based on market price.

2. Sales of goods to related parties:
(1) Transanction scale:

Name of companies

Occurred amount in

Occurred amount in the

this period same period of last year
Sinopharm Medicine Holding Shenyang 89934 135.79 97 655.077.76
Co., Ltd. e R
Sinopharm Medicine Holding Hubei Co., 28 460 511 55 11.679.960.39
Ltd. L] L] . L] L] .
China National Pharmaceutical Group
Southwest Medicine Co., Ltd. 25,106,557.18 15,329,563.78
Sinopharm Medicine Holding Hunan 24 081.540.29 99 066.062.90
Tianjian Co., Ltd. e e
Sinopharm Medicine Holding Nanning 21 401 182.54 7 369.379.12
Co., Ltd e DR
Sinopharm Medicine Holding Beijing 7 498.238.40 5 415 624.60
Co., Ltd. A e
Sinopharm Medicine Holding Hubei 3185 043.46 91941 852 57
Xinlong Co., Ltd. e .
Tianjin East Bokang Medical Trade Co., 2 715.436.09 1321924 25
Ltd. 1119,450. ,321,924.
Sinopharm Medicine Holding Jiangsu 2642 01903 877 230.15
Co., Ltd. e e
Sinopharm Medicine Holding Co., Ltd. 2,567,766.89 7,467,374.90
Guangdong  South  pharmaceutical 2 160.035.93 233184271
Foreign Trade Corporation R R
China National Medicines Corporation 1769.017.35 6.926.062.31
Ltd. 1 1 . L L .
China National Pharmaceutical Group 1324 659 83

Medicine Logistic Co., Ltd. Guangzhou
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Company

Sinopharm Medicine Holding Shanxi 1,663,655.12 746.539.64

Co., Ltd.

Guangdong Dong Fang Uptodate &

Special Medicines Co. Ltd. 1,013,658.79 1,661,519.95

Suzhou Medicine Foreign Development 790,598.29

Co., Ltd.

(S:l(;mgl)_r;:rm Medicine Guoda Pharmacy 601,003.58 7.349.819.95

Sinopharm Group Medicine Holding

Wuhan Co., Ltd 469,572.64 9,161,300.82

Shenzhen  Chinese and ~ Western 2.540,343.83

Pharmaceutical Company

Sinopharm Medicine Holding Beijing

Huahong Co., Ltd 330,153.84 401,066.67

China National Pharmaceutical Group

Northwest Medicine Co., Ltd. 196,297.43 13,419.49

Guangxi Wuzhou Huawu Medicinal

Materials Co., Ltd 45,872.90

China National Pharmaceutical Group

Hangzhou Xinya Co., Ltd. 39,864.11 137,976.77

Sinopharm Medicine Holding Jingzhou

Xinlong Medicine Co., Ltd 10,666.67 20,102.56

Sinopharm Traditional Chinese Medicine

(Shenzhen) Co. Ltd. 6,424.60 1,538.46

Sinopharm Medicine Holding Shanghai 9,030,769.23

Co., Ltd

Sinopharm Medicine Holding Tianjin 15.938.240.64 22 606,076.29

Co., Ltd.

Guangdong Tianliang Medicine Co., Ltd. 9,323.08

Guangdong Zhongyue Medicine

Materials Association Company 1,398.72

Nanning Medicine Wholesale Station of

Guangxi Zhuang Autonomous Region 538,807.83
Total 233,252,152.94 185,501,958.73

(2) The sales price was based on market price.

V. Significant Contracts and the Implementation
() Entrustments, contracts and leases
In the report period, the Company has no significant custody, contract or lease of other
companies, nor vice visa occurred in the report period or occurred in previous period and
lasted in the report period.
(11) Significant Guarantees

Unit: RMB’0000

Particulars about the external guarantee of the Company (Barring the guarantee for the controlling subsidiaries)
Name of Date of happening Complete | Guarantee for
the T Amount of Guarantee .
(date of signing Guarantee type Implementation| related parts
Company guarantee term
agreement) or not (Yes or No)
guaranteed

Total amount of guarantee in the report period 0
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Total balance of guarantee at the end of the

report period (A) 0
Guarantee of the Company for the controlling subsidiaries

Total amount of guarantee for controlling 0

subsidiaries in the report period

Total balance of guarantee for controlling 41, 000. 00

subsidiaries at the end of the report period
Particulars about the total guarantee of the Company (Including the guarantee for the controlling subsidiaries)

Total amount of guarantee 41,000.00

The proportion of the total amount of guarantee

0,
in the net assets of the Company 89.35%
Including:
Amount of guarantee for shareholders, actual 0

controller and its related parties

The debts guarantee amount provided for the
guarantee of which the assets-liability ratio 41,000.00
exceeded 70% directly or indirectly

Proportion of total amount of guarantee in net 18.056.54
assets of the Company exceeded 50% T
Total amount of the aforesaid three guarantees 41,000.00

(11) Related financial claims and liabilities

Unit: RMB’0000

Funds offered to related parties Funds offgred fo tr&e I'St.ed
Affiliated parties company by related parties
Amount Amount
Balance Balance
occurred occurred
Ac_counts receivable from affiliated 27.062.38 8.856.99
units (lender)
Other accounts receivable from
affiliated units (lender) 31.54 31.54
Accounts payable to affiliated units 45.738.19 12.588.87
(borrower)
Ot_her accounts payable to affiliated 3,035.00 11,035.00
units (borrower)
Total 27,093.92 8,888.53 48,773.19 23,623.87

(V) Entrustment of cash assets management
In the report period, the Company has not entrusted others with cash assets management,
nor had it done so in previous periods and lasted into the report period.

(V) Implementation of Commitments
Special commitments by the former shareholders of non-tradable shares in Share Merger
Reform and the implementation

Contract Commitment

Shareholders Special Commitments . . . .
implementation | implementation

(1) Not selling original non-tradable equities
through stock exchange in 24 months from the It does not reach
day they become tradable. (2) Original the requirements | Implementing
non-tradable equities sold after the 24 monthsof implementation.
through stock exchange take up no more than

SINOPHARM MEDICINE
HOLDING CO., LTD.
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10% of the Company’s total shares in the
following 12 months, and the price is no lower
than 110% of the stock weighted average price
of the 30 trading days before Accord
Pharmaceutical’s Board of Directors publish the
reform plan (from the day of implementing
Non-tradable Shares Reform to the day when
Sinopharm Medicine Holding sells equities, EX
Warrant/Ex Dividend on the price will be
implemented if dividend, allotment or
transferring of public capital to equity and so on
happens ).

SHENZHEN BAO’AN
DISTRICT SHIYAN TOWN

ECONOMIC DEVELOPMENTnon-tradable

CORPORATION

Not trading or selling equities within 12 months
from the day when plan of Non-tradable Shares

Reform is carried out; on basis of the
aforementioned time limited, original
equities sold through stock

exchange take up no more than 5% of the
Company’s total shares in the following 12

months; no mare than 10% within 24 months.

It does not reach
the requirements
of implementation.

Implementing

(V1) Other important contracts
In the report period, there were no other significant contracts.

VI. Certified Public Accountants engaged by the Company
In the report period, the Company continued to engage ShuLun Pan Certified Public
Accountants Co., Ltd. and Horwath Certified Public Accountants as the auditing institutions
for the year 2007 according to the decision of the 17" meeting of the 4™ Board of Directors
of the Company dated August 8, 2007.

VII. Registration form for receiving research, communication and interview in the report

period.
The received . .
Date Place Way Contents discussed and materials
parties supplied
Galaxy Funds The operations of the Company
Jan.15, 2007 |Accord Pharm. Bldg.| Spot investigation Y and visited the Company, no
Zhu Hongyu . -
materials were supplied
.. |The operations of the Company
Mar.8, 2007 |Accord Pharm. Bldg. | Spot investigation CITIC Sec_urltles and visited the Company, no
He Juying . -
materials were supplied
Knew the re-movement of
Apr.8, 2007 |Accord Pharm. Bldg.| Spot investigation GL.jOt.a' Jupan manufacturing base and.V'S'ted the
YiJingming |Company, no materials were
supplied.
GuoDu Securities The situations of the medicine
May 28, 2007|Accord Pharm. Bldg. | Spot investigation industry, no materials were
Xu Wenfeng supplied

VIII. The semi-annual financial report of the Company has not been audited.

IX. In the report period, neither the Company nor the Board or its directors have been
inspected by the CSRC, nor have received any administrative punishments or circulating
criticism, nor have them been publicly criticized by Shenzhen Stock Exchange.
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X. Index for Information Disclosure

Notices published by the Company in Securities Times, Hong Kong Wen Wei Po, website
of  Shenzhen  Stock Exchange  (http://www.szse.cn) and Juchao  website
(http://www.cninfo.com.cn) are as follows:

(I) Notice on Subsidiaries’ Capital-increasing and Shares-expanding and Matters on
Changing Names dated Feb.7, 2007;

(1) Notices on Current Fund between the Company and the Related Parties, Special
Explanation on External Guarantee, Auditor’s Report on Reconciliation Statement on
Differences of Shareholders’ Equity Based on Old and New Accounting Standards,
Independent Opinions on Guarantees of the Company by the Independent Directors,
Resolutions in 6™ Meeting of 4™ Supervisory Committee, Matters on Resignation of
Independent Directors by the Board of Directors, 2006 Annual Report and its Summary,
and Auditor’s Report on 2006 Financial Report dated Mar.30, 2007,

(111) Notices on Holding Shareholders’ General Meeting 2006, Daily Related Transaction
for 2006 and Estimated Amount of Daily Related Transaction for 2007 dated Apr.11, 2007;
(1V) Notice on 1* Quaterly Report 2007 of the Company dated Apr.23, 2007;

(V) Notice on Establish Mutual Flat for Managing Special Activity of the Company dated
May 8, 2007,

(V1) Suggestive Notice on Listed for Trading of the Restricted Shares dated May 9, 2007;
(V1) Notice on Selling Shares by the Holders of the Restricted Shares May 15, 2007,

(VIII) Notice on 2™ Notification on Holding 2006 Shareholders’ General Meeting dated
May 17, 2007;

(IX) Notice on Resolution of 2006 Shareholders’ General Meeting dated May 19, 2007;

(X) Notice on Selling Shares by the Holders of the Restricted Shares May 23, 2007;

(XI) Notice on Implementing 2006 Dividend Distribution dated Jul. 4, 2007;

(XI1) Notice on Management Syestem of Information Disclousure and the Self-examination
Report and Rectification Plan of the Company dated Jul.11, 2007.

Financial Report (Un-audited)
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Prepared by Shenzhen Accord Pharmaceutical Co., Ltd. Unit: RMB
June 30, 2007 Dec.31, 2006
It Notes — —
ems Consolidation | Parent Company | Consolidation |Parent Company
Current assets:
Monetary funds 1 225, 930, 920. 32 72, 816, 683. 39 205, 341, 835. 52| 51, 149, 747. 14
Transaction finance asset
Notes receivable 222, 651, 818. 05 1,502, 239. 17 207, 461, 757. 47| 27, 417, 436. 43
Accounts receivable 1, 288, 394, 900. 43 330, 270, 308. 04| 1, 134, 397, 089. 98| 232, 925, 656. 56
Accounts in advance 51,171, 531. 49 13, 146, 958. 33 31, 281, 294. 12 3,932, 363. 78
Interest receivable
Dividend receivable 143, 625. 21
Other receivables 5 48, 419, 415. 74 125, 962, 347. 26 37,937, 661. 49| 155, 515, 089. 60
Inventories 6 490, 621, 267. 47 74, 285, 874. 47 489, 402, 122. 53 72,299, 571. 82
Non-current asset due
within one year
Other current assets
Total current assets 2,327, 189, 853. 50 618, 128, 035. 87| 2, 105,821, 761. 11| 543, 239, 865. 33
Non-current assets:
Finance asset
available sales
Held-to-maturity
securities
Long-term  account
receivable
Long-term equity 7 53, 704, 855. 37 340, 502, 635. 76 53,916, 718. 03| 440, 707, 272. 12
investment
Fixed assets: 9 253, 754, 481. 67 46, 881, 854. 69 220, 586, 376. 34| 50, 064, 596. 27
Construction in 10 170, 086, 845. 79 253, 886. 24 150, 990, 967. 55 253, 886. 24
progress
Engineering material
Disposal of  fixed
asset
Consumable
biological asset
Intangible assets 31, 117, 793. 10 29, 793, 977. 63 32,031, 022. 36| 30, 444, 684. 41
Expense on Research
and Development
Goodwill
Long-term  expenses 7,617, 844. 03 35, 774. 30 6, 155, 684. 69 122, 397. 20
to be apportioned
Deferred income tax 6, 735, 849. 28 8,074, 635. 35

asset
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Other
asset

non-current

15, 327, 470. 79
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15, 545, 846. 91

Total non-current asset

544, 225, 788. 64

419, 834, 465. 22

526, 306, 767. 73

524, 034, 500. 44

Total assets

2,871, 415, 642. 14

1,037, 962, 501. 09

2,632, 128, 528. 84

1,067, 274, 365. 77

Legal representative of the Company: Chen Weigang
Person in charge of accounting institutes: Chi Guoguang

Balance sheet (Con)

Person in charge of accounting works: Wei Pingxiao

Prepared by Shenzhen Accord Pharmaceutical Co., Ltd. Unit: RMB
ltem Notes _ JL_Jne 30, 2007 _ D_ec.31 2006
Consolidation | Parent Company | Consolidation |Parent Company
Current liabilities:
Short-term loans | 16 301, 026, 688. 66 30, 000, 000. 00 296, 986, 007. 95| 37,417, 436. 43
Transaction
financial liabilities
Notes payable 17 498,102, 779. 46| 119, 323, 463. 90 419, 175, 924. 81| 110, 205, 719. 50
Accounts payable | 18 | 1,032,299, 458. 11 283,232, 523. 30 956, 987, 248. 04| 261, 167, 008. 52
. Accounts received | 98,299, 878. 35 54,016.37 30,835, 803. 43 26, 057. 63
in advance
Wage payable 20 52, 739, 513. 01 16, 181, 458. 63 81,661, 118.72| 18,263, 253. 67
Taxes payable 21 9, 468, 024. 55 -675, 735. 46 3,220, 047. 64 3, 682, 359. 72
Dividend payable 3,879, 531. 44
Other  accounts| ,, 339,897, 425.03| 139,210, 785.08 293,812, 654.03| 184, 807, 048. 45
payable
Non-recurrent
liabilities due within 1
year
_ Other current 31, 065. 93
liabilities
Total current liabilities 2, 265, 744, 364. 54 587,326, 511. 82| 2,082,678, 804.62| 615,568, 883. 92
Non-current liabilities:
Long-term loans | 23 97, 720, 000. 00 97, 720, 000. 00
Bonds payable
Long-term 24 827, 713. 46 1, 054, 352. 56
account payable
Special  accounts 25 1, 800, 000. 00 800, 000. 00 1, 800, 000. 00 800, 000. 00
payable
Projected
liabilities
Deferred  income
tax liabilities
__Other non-current ., 93, 085, 874. 07 93, 085, 874. 07
liabilities
Total non-current 123, 433, 587. 53 800, 000. 00 123, 660, 226. 63 800, 000. 00
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liabilities
Total liabilities 2,389,177,952.07|  588,126,511.82| 2,206,339,031.25 616, 368, 883. 92
Shareholders’ equity:
Share capital 27 288, 149, 400. 00| 288, 149, 400. 00 288, 149, 400. 00| 288, 149, 400. 00
Capital public 28 18, 044, 074. 54 17,902, 522. 48 18,044, 074. 54| 17,902, 522. 48
reserve
Less:  Inventory
shares
Surplus public 29 83, 424, 785. 89 57, 416, 316. 59 83,419, 602.89| 57,416, 316. 59
reserve
Retained profit 30 69, 250, 952. 09 86, 367, 750. 20 12, 267,063. 66|  87,437,242.78
Balance
difference of foreign
currency translation
Total owner’s equity|
attributable to 458, 869, 212. 52 449, 835, 989. 27 401, 880, 141. 09| 450, 905, 481. 85
parent company
Minority interests 23, 368, 477. 55 23, 909, 356. 50
Total shareholder’s 482,237,690.07|  449,835,989.27| 425, 789, 497. 59 450, 905, 481. 85
equity
Total liabilities and 2,871,415, 642. 14 1,037,962, 501. 09| 2, 632, 128, 528. 84| 1, 067, 274, 365. 77
shareholder’s equity

Legal representative of the Company: Chen Weigang
Person in charge of accounting institutes: Chi Guoguang

Person in charge of accounting works: Wei Pingxiao

Profit statement

Prepared by Shenzhen Accord Pharmaceutical Co., Ltd. Unit: RMB
ltems Notes Jan.-Jun., 2007 Jan.-Jun., 2006
Consolidation Parent Company Consolidation |Parent Company
I. Income from business | 31 | 3,242,231, 954. 54 629, 282, 243. 83| 2, 660, 531, 476. 03| 590, 920, 648. 68
Less: Operating expense | 31 | 2,922,084, 357.97 596, 659, 071. 80| 2, 342, 556, 212. 63| 561, 027, 133. 29
Taxes and extras of 32 4, 555, 039. 69 370, 981. 70 3, 831, 363. 32 116, 744. 71
core business
Sales expense 146, 516, 669. 73 13,976, 183. 90 165, 966, 915. 12| 10, 899, 685. 73
Administrative 80, 343, 406. 30 19, 760, 113. 36 83,427, 114. 14| 20, 327, 898. 31
expense
Financial expense 33 12, 403, 841. 35 -299, 753. 90 9,972, 804. 54 587, 928. 99
Losses of 34 -1, 788, 392. 52 -837, 009. 74 -4, 863, 790. 90 1, 385, 784. 11
devaluation of asset
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Add: Changing
income of fair value
Investment income | 35 2,981, 251. 37 -791, 562. 52 3, 980, 998. 89 355,512. 11
Including:
Investment Income  on 2,981, 250. 72 791, 563. 17 3, 980, 998. 89 355, 512. 11
affiliated company and
joint venture
I1. Operating profit 81, 098, 283. 39 -1, 138, 905. 81 63, 621, 856. 07| -3, 069, 014. 35
. Add: - Non-operating 36 203, 238. 91 75, 799. 33 470, 581. 38 42, 168. 79
income
Less: Non-operating 55 1,129, 601. 24 6, 386. 10 732, 590. 80 3, 042. 66
expense
Including: Disposal
loss of non-current asset
111 Total Profit 80, 171, 921. 06 -1, 069, 492. 58 63, 359, 846. 65| -3, 029, 888. 22
Less: Income tax 37 17, 068, 083. 94 17,521, 389. 98
IV. Net profit 63, 103, 837. 12 -1, 069, 492. 58 45,838, 456. 67| -3, 029, 888. 22
\/. Earnings per share 59, 898, 446. 02 43,043, 716. 68
i. Basic earnings per share 3,205, 391. 10 2, 794, 739. 99
ii. Diluted earnings per|
share
Legal representative of the Company: Chen Weigang Person in charge of accounting works: Wei Pingxiao

Person in charge of accounting institutes: Chi Guoguang
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Consolidated Statement on Changes of Shareholders’ Equity

Prepared by Shenzhen Accord Pharmaceutical Co., Ltd. Jan.-Jun., 2007 Unit;: RMB
Owners' equity belonged to the parent company Minority Total owners’
ftem interest equity
Share capital Capital reserves | Surplus reserves | Retained profit Others

I. Balance at the end of the last year 288, 149, 400. 00 18,044, 074. 54 83, 419, 602. 89 23,909, 356. 50 425, 789, 497. 59
Add: Changes of accounting policy
Error correction of the last period
I1. Balance at the beginning of this year 288, 149, 400. 00 18, 044, 074. 54 83, 419, 602. 89 23,909, 356. 50 425, 789, 497. 59
I11. Increase/ Decrease in this year 5,183. 00 59, 898, 446. 02 -2, 914, 557. 59 -540, 878. 95 56, 448, 192. 48
(1) Net profit 59, 898, 446. 02 3,205, 391. 10 63,103, 837. 12
(1) Profits and losses calculating into owners'

) 5, 183. 00 -2, 914, 557. 59 -2, 909, 374. 59
equity
1. Net changing amount of fair value of financial
assets available for sale
2. Effect of changes of other owners' equity of
invested units under equity method
3.Effect of income tax related to owners' equity
4. Others 5, 183. 00 -2, 914, 557. 59 -2,909, 374. 59
Total of (I)and (1) 5, 183. 00 59, 898, 446. 02 ~2,914, 557. 59 3, 205, 391. 10 60, 194, 462. 53
(111) Owners' devotion and decreased capital
1. Owners' devotion capital
2. Amount calculated into owners' equity paid in
shares
3. Others
(V) Profit distribution -3, 746, 270. 05 -3, 746, 270. 05
1. Withdrawal of surplus reserves
2. Distribution for owners (shareholders) -3, 746, 270. 05 -3, 746, 270. 05
3. Others
(V) Carrying forward internal owners' equity
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2. Surplus reserves conversed to capital (share

capital)

3.Remedying loss with profit surplus

4.0Others

IV. Balance at the end of this year

288, 149, 400. 00

18, 044, 074. 54

83, 424, 785. 89

72, 165, 509. 68

-2, 914, 557. 59

23, 368, 477. 55

482, 237, 690. 07

Legal representative of the Company: Chen Weigang

Person in charge of accounting works: Wei Pingxiao

Person in charge of accounting institutes: Chi Guoguang

Consolidated Statement on Changes of Shareholders’ Equity

Prepared by Shenzhen Accord Pharmaceutical Co., Ltd. Jan.-Jun., 2006 Unit: RMB
Owners' equity belonged to the parent company Minority ]
Item . Total owners’ equity
- - - - interest
Share capital Capital reserves | Surplus reserves Retained profit Others

1. Balance at the end of the last year 288, 149, 400. 00 17,741, 872. 48 71,732, 731. 22 -5,477,227. 21 372, 146, 776. 49
Add: Changes of accounting policy
Error correction of the last period
11. Balance at the beginning of this year 288, 149, 400. 00 17, 741, 872. 48 71,732, 731. 22 -5, 477, 227. 21 372, 146, 776. 49
I11. Increase/ Decrease in this year -6, 279, 610. 90 -6, 423, 829. 25 31,181, 638. 35 18,478, 198. 20
(1) Net profit 43,043, 716. 68 2, 794, 739. 99 45, 838, 456. 67
(1) Profits and losses calculating into owners'

) -38, 373, 650. 38 -6, 423, 829. 25 ~44, 797, 479. 63
equity
1. Net changing amount of fair value of financial
assets available for sale
2. Effect of changes of other owners' equity of
invested units under equity method
3.Effect of income tax related to owners' equity
4. Others -38, 373, 650. 38 -6, 423, 829. 25 -44, 797, 479. 63
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4,670, 066. 30

-6, 423, 829. 25

2,794, 739.99

1, 040, 977. 04

(11T) Owners' devotion and decreased capital

28, 386, 898. 36

28, 386, 898. 36

1. Owners' devotion capital

28, 386, 898. 36

28, 386, 898. 36

2. Amount calculated into owners' equity paid in
shares

3. Others

(V) Profit distribution

-10, 949, 677. 20

-10, 949, 677. 20

1. Withdrawal of surplus reserves

2. Distribution for owners (shareholders)

-10, 949, 677. 20

-10, 949, 677. 20

3. Others

(V) Carrying forward internal owners' equity

1.Capital reserves conversed to capital (share

capital)

2. Surplus reserves conversed to capital (share

capital)

3.Remedying loss with profit surplus

4.0Others

1V. Balance at the end of this year

288, 149, 400. 00

17,741, 872. 48

71,732,731. 22

-11, 756, 838. 11

-6, 423, 829. 25

31, 181, 638. 35

390, 624, 974. 69

Legal representative of the Company: Chen Weigang

Person in charge of accounting works: Wei Pingxiao

Person in charge of accounting institutes: Chi Guoguang
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Cash Flow Statement

Prepared by Shenzhen Accord Pharmaceutical Co., Ltd.

Jan.-Jun., 2007

Unit: RMB

Items

Notes

Consolidation

Parent Company

I. Cash flows arising from operating activities:

Cash received from selling commodities and

providing labor services 3,312, 324, 743. 58 621, 640, 842. 61
Write-back of tax received 2, 681, 642. 99 50, 687. 45
Other cash received concerning operating activities| 39 59, 370, 007. 17 8, 130, 887. 36
Subtotal of cash inflow arising from operating

activities 3, 374, 376, 393. 74 629, 822, 417. 42
Cash paid for purchasing commodities and

receiving labor service 2,950, 550, 927. 04 646, 873, 843. 63
Cash paid to/for staff and workers 128, 905, 120. 83 15, 114, 919. 52
Taxes paid 88, 591, 541. 36 15, 420, 594. 11
Other cash paid concerning operating activities 39 147,183, 221. 99 17,723, 074. 51
Subtotal of cash outflow arising from operating

activities 3, 315, 230, 811. 22 695, 132, 431. 77

Net cash flows arising from operating activities 59, 145, 582. 52 -65, 310, 014. 35

I1. Cash flows arising from investing activities:

Cash received from recovering investment 0.65
Cash received from investment income 3,326, 375. 42 63, 830, 816. 50
Net cash received from disposal of fixed,

intangible and other long-term assets 282, 960. 00 4, 120. 00
Net cash received from disposal of subsidiaries and

other units
Other cash received concerning investing activities
Subtotal of cash inflow from investing activities 3,609, 335. 42 63, 834, 937. 15
Cash paid for purchasing fixed, intangible and

other long-term assets 35,516, 746. 85 2, 076, 623. 00
Cash paid for investment
Net increase of mortgaged loans
Net cash received from subsidiaries and other units
Other cash paid concerning investing activities
Subtotal of cash outflow from investing activities 35, 516, 746. 85 2,076, 623. 00
Net cash flows arising from investing activities -31, 907, 411. 43 61, 758, 314. 15

I11. Cash flows arising from financing activities
Cash received from absorbing investment
Cash received from loans 110, 000, 000. 00 20, 000, 000. 00
Cash received from issuing bonds
Other cash received concerning financing activities 37,048, 121. 19 77, 125, 593. 92




Shenzhen Accord Pharmaceutical Co., Ltd.

Semi-annual Report 2007

Subtotal of cash inflow from financing activities 147,048, 121. 19 97, 125, 593. 92
Cash paid for settling debts 124, 000, 000. 00
Cash paid for dividend and profit distributing or
. : -681, 902. 56
interest paying 9, 537, 906. 70
Other cash paid concerning financing activities 20, 159, 250. 50 72, 588, 809. 75
Subtotal of cash outflow from financing activities 153, 697, 157. 20 71, 906, 907. 19
Net cash flows arising from financing activities -6, 649, 036. 01 25, 218, 686. 73
IV. Influence on cash due to fluctuation in exchange rate -50. 28 -50. 28
V. Net increase of cash and cash equivalents 20, 589, 084. 80 21, 666, 936. 25
Add: Balance of cash and cash equivalents at the
. ) 205, 341, 835. 52 51, 149, 747. 14
period -begin
V1. Balance of cash and cash equivalents at the period
225, 930, 920. 32 72, 816, 683. 39

-end

Legal representative of the Company: Chen Weigang
Person in charge of accounting institutes: Chi Guoguang

Cash Flow Statement

Prepared by Shenzhen Accord Pharmaceutical Co., Ltd.

Jan.-Jun., 2006

Person in charge of accounting works: Wei Pingxiao

Unit: RMB

Items Notes Consolidation Parent Company
I. Cash flows arising from operating activities:
Cash received from selling commodities and
o . 2, 748, 716, 301. 17 628, 421, 533. 45
providing labor services
Write-back of tax received 324, 991. 19
Other cash received concerning operating
- 39 46, 800, 248. 94 6, 999, 033. 66
activities
Subtotal of cash inflow arising from operating
L. 2, 795, 841, 541. 30 635, 420, 567. 11
activities
Cash paid for purchasing commodities and
o . 2,337, 618, 657. 96 572, 776, 168. 74
receiving labor service
Cash paid to/for staff and workers 110, 664, 295. 04 14,111, 723. 31
Taxes paid 81, 564, 946. 12 3,397, 371. 61
Other cash paid concerning operating activities 39 137,121, 361. 37 16, 383, 512. 93
Subtotal of cash outflow arising from operating
_ 2, 666, 969, 260. 49 606, 668, 776. 59
activities
Net cash flows arising from operating
. 128, 872, 280. 81 28, 751, 790. 52
activities
I1. Cash flows arising from investing activities:
Cash received from recovering investment
Cash received from investment income 2,822, 107. 65 49, 220, 671. 96
Net cash received from disposal of fixed, 115, 280. 45 76, 630. 00
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Net cash received from disposal of subsidiaries
and other units

Other cash received concerning investing
activities

Subtotal of cash inflow from investing activities 2,937, 388. 10 49,297, 301. 96
Cash paid for purchasing fixed, intangible and
60, 369, 492. 76 397, 098. 70
other long-term assets
Cash paid for investment 62, 020, 565. 95 106, 731, 100. 00
Net increase of mortgaged loans
Net cash received from subsidiaries and other
units
Other cash paid concerning investing activities
Subtotal of cash outflow from investing
L. 122, 390, 058. 71 107, 128, 198. 70
activities
Net cash flows arising from investing activities -119, 452, 670. 61 -57, 830, 896. 74
I11. Cash flows arising from financing activities
Cash received from absorbing investment
Cash received from loans 104, 000, 000. 00
Cash received from issuing bonds 73, 878, 148. 43
Other cash received concerning financing
L 79, 478, 957. 93
activities
Subtotal of cash inflow from financing
L 177, 878, 148. 43 79, 478, 957. 93
activities
Cash paid for settling debts 108, 800, 000. 00
Cash paid for dividend and profit distributing or
. _ 21, 648, 710. 89 152, 582. 55
interest paying
Other cash paid concerning financing activities 2,678, 170. 80 86, 480, 080. 76
Subtotal of cash outflow from financing
_ 133, 126, 881. 69 86, 632, 663. 31
activities
Net cash flows arising from financing activities 44, 751, 266. 74 -7, 153, 705. 38
IV. Influence on cash due to fluctuation in exchange
-4, 660. 48
rate
V. Net increase of cash and cash equivalents 54, 166, 216. 46 -36, 232, 811. 60
Add: Balance of cash and cash equivalents at
. . 169, 288, 045. 66 75, 509, 035. 69
the period -begin
VI. Balance of cash and cash equivalents at the
223, 454, 262. 12 39, 276, 224. 09

period -end

Legal representative of the Company: Chen Weigang
Person in charge of accounting institutes: Chi Guoguang

Person in charge of accounting works: Wei Pingxiao
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Financial Report

Shenzhen Accord Pharmaceutical Co., Ltd.
The Annotation to Financial Report
Jan.1, 2007—Jun.30, 2007
Except special explanations, we state with RMB

Annotationl. Brief Introduction

Shenzhen Accord Pharmaceutical Co., Ltd. (hereinafter referred to as “the Company”),
the former Shenzhen Health Mineral Water Co., Ltd., is a limited company that
approved by People’s Government of Shenzhen Municipality SFBF (1993) No0.356
document, and established through reorganization of share holding system on Feb.1,
1993. In Mar.1993, approved by The People’s Bank of China Shenzhen Branch, the
Company issued A-shares amounting to 30,000,000 (including public shares
amounting to 16,500,000, internal staff shares amounting to 3,500,000 and raised
legal person shares amounting to 10,000,000), B-shares amounting to 20,000,000,
after issuing, the capitalization was RMB 105,000,000. Afterward, through capital
reserve transferring into capitalization and shares splitting in past years, ended Dec.31,
2004, the capitalization increased to RMB 288,149,400. The internal staff shares, the
internal and oversea social public shares are all listed in Shenzhen Stock Exchange.

In Nov.2000, the Company and the former general shareholder Shenzhen Investing &
Management Co. signed the Assets Replacement Agreement, take Aug.31, 2000 as the
benchmark date, made an equivalent replacement of the net assets of the Company
with 100% equity of 11 pharmaceutical enterprises and partial properties owned by
Shenzhen Investing & Management Co., and 51% equity of Shenzhen Tefa Modern
Computer Co., Ltd.. The Assets Replacement Protocol was voted and approved by the
Company’s 2™ extraordinary shareholders’ general meeting 2000 on Dec.29, 2000.
The prompt day of the assets replacement is Jan.8, 2001. On Jun.18, 2001, the
Company changed its name into Shenzhen Accord Pharmaceutical Co., Ltd., belonged
to manufacture industry of medicines.

On Feb.18, 2004, the former general shareholder of the Company Shenzhen Investing
& Management Co., Ltd. and Sinopharm Medicine Holding Co., Ltd. (the former
Sinopharm Group Medicine Holding Co., Ltd.) signed the Equity Transfer Agreement,
completely transferred 43.33% equity of the Company it owned to Sinopharm
Medicine Holding Co., Ltd., procedures in law of relevant equity alteration have been
finished by Dec.9, 2004. According to the official reply of GZCQ (2004) No.525
document by State-owned Assets Supervision & Administration Commission of the
State Council and ZJGS Zi (2004) No.94 by China Securities Regulatory Supervision,
the character of this part of shares is alternated from state-owned shares into
state-owned legal-person shares, and the Sinopharm Medicine Holding Co., Ltd.
alternated into the 1% largest shareholders of the Company.

The Company registered at Shenzhen Administration of Industry and Commerce,
obtained registration number 4403011001677, and the license number is SSZi
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No0.24657 Business License of Enterprise Legal Person. Registered capital: RMB
288,149,400; legal representative: Chen Weigang; business term: from Aug.2, 2986 to
Aug.2, 2036. Business scope: the wholesale of Chinese patent medicines, chemical
material, a chemical agent, antibiotics, biochemical, diagnosis drug, therapy and
diagnosis biological products; R&D and consultation service of drug wrapper and
medicine industry products; investing and establishing industries (specific items will
be declared in addition); domestic business, material supply and marketing (excluding
the reserved, the control, the monopoly merchandise); three types of one-off aseptic
medical treatment appliance, equipment and apparatus of operating room, first aid
room and diagnosis and treatment room, medical polymeric material and products,
clinical examination and analysis apparatus and diagnosis reagent, medical suture
material and bond, nonnasality material, medical assay and basic equipment and
apparatus; the 2" level medical electronic apparatus and equipment, medical X-ray
affiliated equipment and components, medical ultrasonic apparatus and relevant
equipments, disinfect and sterilize equipments and apparatus, medical sanitation
material and dressing.

Annotation2. Declaration in accordance with the Accounting Standards for
Business Enterprises

The financial report of the Company that compiled based on the aforesaid compile
basis accord with the requirement of Accounting Standards for Business Enterprises,
it truly and completely reflects relevant information of the Company such as the
financial status, operation results and cash flows amounts etc.

Annotation3. Preparation basis of the financial report

This financial report is compiled on the assumption of Company’s durative operation
as basis, according to the transactions and items that actually occurred, in accordance
with relevant regulations of Accounting Standards for Business Enterprises
promulgated by Ministry of Finance on Feb.15, 2006 and Questions and Answers
No.7 regarding the Criterion on Information Disclosure for Companies Publicly
Issuing Securities—Compile and Disclosure of the Comparative Financial Accounting
Information in the Transition Period from old to new Accounting Standards
promulgated by China Securities Regulatory Commission on Feb.15, 2007, and on the
basis of following significant accounting policy, accounting estimation.

Annotation4. Holding subsidiaries and joint enterprises
Status of all subsidiaries held by the Company and joint enterprises, and there
consolidation scope (Unit: RMB’0000):

Sequence
number

Actual Holding

Full name investing | proportio Holding
of the Business Registered BUSINess scone amount nof the | proportion in

invested character capital P of the mother | consolidation

company mother | company scope(%s)

company (%)

Consol
idated
or not

Remark
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Actual Holding
Full name investing | proportio Holding Consol
Sequence of the Business Registered BUSINess scone amount n of the proportion in Hated Remark
number invested character capital P of the mother | consolidation
company mother company scope(%) ornot
company (%)
Original chemical medicine
manufacture, Chinese
Shenzhen patent medicine processing,
Zhijun chemical raw material of
1 Pharmaceut Industry 6,900 medicine, the imports and |10,606.17 100 100 Yes Notel
ical  Co, exports  business  which
Ltd. transacted according to
examined and approved
certificate
Purchase and sale of
Chinese traditional
Bhenzhen medicinal materials,
Zhijun Chinese patent medicine,
2 Medicine Commerce 189 chemical raw material for | 171.52 47.09 100 Yes Note2
Trade Co., medical treatment,
Ltd. antibiotic preparation,
chemical medicine
preparation etc.
Bhenzhen
Accord .
Pharmaceut Service Storage service, _convey,
3 - - 100 cargo outer packaging pack 90 90 100 Yes Note3
ical industry :
L up, road common freight
Logistics
Co., Ltd.
Bhenzhen
Accord Chinese patent medicine,
4 Medicine Commerce 600 western medicine, medicine 711.65 90 100 Yes Note4
Materials treatment apparatus
Co., Ltd.
Western medicine,
chemical preparation,
Bhenzhen Chinese traditional
5 Medicine Commerce 125 medicinal materials, | 5,348.29 100 100 Yes
Co. Chinese patent medicine,
medicine treatment
apparatus etc.
Chinese patent medicine,
chemical medicine
preparation, antibiotics,
biochemical medicine,
Sinopharm b!ologic_al proc_iu_cts,
. diagnosis medicine,
Medicine treatment diagnosis | 10,673.1
6 Holding Commerce 5,000 biological r% ' 1’ ' 90 90 Yes Note 5
Guangzhou f_|o ?_glca y p ofuc s,
Co., Ltd. malged packing food,
chemical products,
self-support and surrogate
the imports and exports of
various merchandise and
skills.
Chinese patent medicine,
chemical raw material
Guangdong medicine, chemical
Accord medicine preparation,
! Drugstore Commerce 5,000 antibiotics, biochemical 4,515.70 90 100 ves Note 6
Co., Ltd. medicine, diagnosis drugs,

biological  products  of
treatment and diagnosis.
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Actual Holding
Full name investing | proportio Holding Consol
Sequence of the Business Registered BUSINess scone amount n of the proportion in Hated Remark
number invested character capital P of the mother | consolidation
company mother company scope(%) ornot
company (%)
Shenzhen
Accord Chinese patent medicine,
8 Medicine Commerce 1,080 western medicine, medical | 802.86 10 100 Yes Note 7
Chain Co., treatment equipments etc.
Ltd.
Sinopharm
Medicine
Holding
9 Xinlong Commerce | 2,000 sDarlggs medical -apparatus | gy 19 100 Yes | Notes
(Guangdon
g ) Co,
Ltd.
Chinese traditional
medicinal materials,
Chinese patent medicine,
Chinese traditional
medicine in pieces,
chemical raw material,
Sinopharm chemical medicine
Medicine preparation, antibiotics,
10 Holding Commerce 2,053.06 | biochemical drugs, 0.00 0. 00 51 Yes Note 9
Liuzhou psychotropic drugs,
Co., Ltd. chemical raw material drug
and its preparation. (that
involving specific
examination and approve
should be operated based
on the scope that checked
and ratified by the license)
. Sales of Chinese patent
Guangxi -
medicine, western
Accord medicine medical
11 Drugstore Commerce 200 . X . 0.00 0.00 100 Yes Note 10
Chain Co., eqmpmenp daily general
merchandise, alcohol,
Ltd.
beverage, costume etc.
Guangxi
Accord
Chinese . .
12 Herbal Industry 200 Chinese herbal pieces 0.00 0.00 100 Yes Note 10
Pieces Co.,
Ltd.
China
National
Pharmaceut Propert leasin and
13 ical Commerce 5,000 perty g 0.00 0.00 100 Yes | Note 11
management
(Group)
Guangzhou
Company
Guangzhou
Nanfang
14 Medicine Commerce 200 Drugs sales 0.00 0.00 100 Yes Notel2
Corporatio
n
15 Guangzhou | e 50 Drugs sales 0.00 0.00 100 Yes | Notel2
Uptodate &
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Sequence
number

Actual Holding
Full name investing | proportio Holding
of the Business Registered amount nofthe | proportionin
invested character capital of the mother | consolidation
company mother | company scope(%6)
company (%)

Business scope

Consol
idated
or not

Remark

Special
Medicines
Co.

16

Guangzhou
Nanfang

Medical Sales of medical treatment
Treatment | Commerce 200 apparatus 0.00 0.00 100
Equipment
Company

Yes

Notel2

17

Guangdong
Nanfang .
Transportat Industry
ion Co.,
Ltd.

54 Storage, load and unload 0.00 0.00 100

Yes

Notel2

18

Guangdong
Yuexing
Medicine
Co., Ltd.

Sales of medicine and
Commerce 300 medical treatment 0.00 0.00 100
apparatus

Yes

Notel2

19

Guangzhou
Accord
Drugstore Commerce 200
Chain Co.,
Ltd.

Drugs retail and medicine

information consultation 0.00 0.00 100

Yes

Notel2

20

Guangdong
Dong

Enterprise Commerce 50
Developme
nt Co., Ltd.

Property  leasing  and

0.00 0.00 100
management

Yes

Notel2

21

Guangzhou )
Qingyun Service
Hotel Co., | industry
Ltd.

30 Service, retail 0.00 0.00 100

Yes

Notel2

Notel: The company was previously a subordinate enterprise of the Company that
owned by the whole people, whose former name was Shenzhen Pharmaceutical Plant,
in Oct.2006, the company changed its system into individual proprietorship limited
company, and in Dec.2006, it changed its name into Shenzhen Zhijun Pharmaceutical
Co., Ltd., the registered capital alternated into RMB32,190,000. In June 2007, the
company transferred capital public reserve into capital, after alternated; the registered
capital is RMB 69,000,000.

Note2: The company changed its name into Shenzhen Zhijun Medicine Trade Co., Ltd.

in Jun.2007. The Company held its 47.09% shares and subordinate subsidiary
Shenzhen Zhijun Pharmaceutical Co. Ltd. held 52.91% respectively.

Note3: 90% shares of the company are held by the Company and 10% shares are held
by subordinate subsidiary Shenzhen Zhijun Pharmaceutical Co., Ltd. respectively.
Note4: The company was formerly a wholly owned subsidiary of the Company, in
Dec.2005, it changed its system into limited company, with registered capital
alternated into RMB 6,000,000, its 90% shares are held by the Company and 10%
shares are held by subordinate subsidiary Shenzhen Zhijun Pharmaceutical Co., Ltd.
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Note5: On Jun.21, 2005, the board of the Company purchased the company with
SYZDZi (2005) No.23 resolution passed, on the same day, signed Equity Transfer
Agreement with Sinopharm Medicine Holding Co., Ltd. On Nov.4, 2005, China
Securities Regulatory Commission issued opinion which agreed this significant asset
purchase event. On Dec.20, 2005, the extraordinary shareholders’ general meeting of
the Company examined and approved the aforesaid purchase event. On Jan.17, 2006,
the administrative alteration registration procedure of purchasing 90% equity of
Sinopharm Medicine Holding Guangzhou Co., Ltd. has finally been completed.
Note6: The register capital of the company was amounting to RMB 500,000, with
75% shares held by subordinate subsidiary of the Company Shenzhen Medicine Co.,
Ltd. and 25% shares held by subordinate subsidiary Shenzhen Zhijun Pharmaceutical
Co., Ltd. respectively. In Oct.2006, the shareholders and holding proportion alternated
to 90% shares held by the Company and 10% shares held by subordinate subsidiary
Sinopharm Medicine Guangzhou Co., Ltd. In Nov.2006, the company increased
capital to RMB 50,000,000, of which the Company invested RMB 45,000,000 and
accounting for 90%, Sinopharm Medicine Holding Guangzhou Co., Ltd. invested
RMB 5,000,000 and accounting for 10%. The company was the formerly Shenzhen
Accord Medicine Co., Ltd., on Jan.31, 2007, it changed name into Guangdong Accord
Drugstore Co., Ltd.

Note7: The company is respectively held by the Company with 75% shares and
subordinate subsidiary Shenzhen Zhijun Pharmaceutical Co., Ltd. with 25% shares. In
May 2007, the shareholders of the company alternated to 10% shares are held by the
Company and 90% shares are held by subordinate subsidiary Guangdong Accord
Drugstore Co., Ltd.

Note8: 51% shares of the company are held by Sinopharm Medicine Holding
Guangzhou Co., Ltd. and 49% shares are held by Sinopharm Medicine Holding
Xinlong (Hubei) Co., Ltd. On Jun.29, 2006, the Company signed Equity Transfer
Agreement with Sinopharm Medicine Holding Xinlong (Hubei) Co., Ltd., and
purchased 49% equity of Xinlong (Guangdong) Co., Ltd. with RMB 9,800,000.
Note9: 51% shares of the company are held by Sinopharm Medicine Holding
Guangdong Co., Ltd., while the other 49% are held by other non-related parties.
Notel0: These two companies are both subordinate wholly-owned subsidiaries of
Sinopharm Medicine Holding (Liuzhou) Co., Ltd. On May 30, 2007, Liuzhou
Huikang Chain Co, Ltd. changed its name into Guangxi Accord Drugstore Chain Co.,
Ltd., with registered capital increased from RMB 500,000 to RMB 2,000,000; on
Jun.12, 2007, Liuzhou Chinese Herbal Pieces Plant changed its name into Guangxi
Accord Chinese Herbal Pieces Co., Ltd., with registered capital increased from RMB
40,000 to RMB 2,000,000.

Notell: The company is a subordinate wholly-owned subsidiary of Sinopharm
Medicine Holding Guangzhou Co., Ltd.

Notel2: These companies are all subordinate subsidiaries of China National
Pharmaceutical (Group) Guangzhou Company.
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Annotation5. Preparation method of main accounting policy, accounting estimate
and consolidated accounting statement
I. The Company implemented Accounting Standards for Business Enterprises.
1. Account year:
The Company takes the Gregorian calendar year as account year, that is, from Jan.1 to
Dec.31 each year is an account year.
I11. Standard currency for keeping accounts:
The Company takes Renminbi as the standard currency for keeping accounts.
IV. Calculation method of foreign currency business
When original confirming, the foreign currency transaction should convert foreign
currency sum into standard currency for keeping accounts according to spot exchange
rate (middle price) of the transaction occurred date. On the balance sheet day, the
monetary item of foreign currency should convert according to spot exchange rate
(middle price) of balance sheet day, the exchange balance that resulting from the
differences between spot exchange rate and original confirmed exchange rate on
balance sheet day should be calculated into profit and loss in current period. And the
non-monetary items of foreign currency that calculated with historical cost should still
convert according to spot exchange rate on transaction occurred date, not change its
standard currency amount for keeping accounts.

V. The confirmation standard for cash equivalents:

When compiling the cash flow statement, the short-term investment that acquired

following characters at the same time could be confirmed as cash equivalent: short

term (within three months at term since purchase), strong fluidity, easy to convert into
known amount of cash, very little risk of changeable value.

VI. Receivable account and calculation on bad debt reserve:

(I) Receivable account means the receivable account and other receivables.
Receivable accounts keep accounts according to actually occurred amount.

(1) The Company adopted the allowance calculation method for bad debt losses that
possibly occur.

1. If the withdrawal possibility of certain receivable account has significant difference
with other receivable accounts (for example: the specific area of debt parties, the
financial and operational status of debtor, the dispute and dissension with debtors
etc.), which made the receivable account would not truly reflect its reclaimable
amount when appropriating bad debt reserve with the same method as the other
receivable accounts, adopted specific identification method to appropriate bad debt
reserve, that is, according to operational status, cash flow amount status, and
previous credit record etc. of the debtors, analyses in detail to fix on appropriation
proportion of bad debt reserve of each receivable account.

2. Besides this, the Company appropriate bad debt reserve with aging analysis method
according to relevant information such as actual financial status and debt repaying
capability etc.

Age of receivable account Appropriation proportion

Within 1 year
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1 year to 2 years 5%
2 years to 3 years 10%
More than 3 years 20%

3. The standards of the Company for confirming bad debts are: i. As the debtor
withdraw, bankrupt, or die, after liquidating with its bankrupt property or heritage,
we still can’t reclaim, the cash flow amount is still insufficient severely etc.. ii. As
the debtor hasn’t performed the repaying obligation, also there’s distinctive character
shows that can’t be reclaimed. The receivable account indicated by authentic
evidence that can’t be reclaimed for sure is confirmed as bad debt loss, and cancel
after verification according to management jurisdiction of the Company.

VII. Inventory:

() Inventory classification

Raw material, wrappage, low-value consumption goods, merchandise inventory,
finished goods, sent out merchandise and consigned processing material etc..

(1) The pricing method of acquiring and sending

1. Inventories of industry enterprises are valued in accordance with actual cost of
acquisition. When sending out, the pricing is according to the one-off weighted
average method at the end of the month.

2. Inventories of commercial wholesale enterprises are valued according to actual cost
of acquisition. When sending out, the pricing is according to the one-off weighted
average method at the end of the month.

3. Inventories of commercial retail enterprises are valued according to selling price
method when acquired, when sending out, reckon differences between purchasing &
selling price of merchandise that should be amortized, calculate the cost that should
be carried forward.

4. Inventories that acquired in debt reorganization from debtor repaying debt enter in
the account with its fair value, the margin of book balance of debt reorganization and
fair value of accepted inventory reckon in profit and loss in current period. The
inventory that exchanged from non-monetary assets reckon in account with its fair
value and relevant tax expense that should be paid, and the margin of fair value and
book value of the assets that exchanged out reckon in profit and loss in current
period.

(111) The amortization method of low value consumption goods and wrappage

The low value consumption goods and wrappage adopt the one-off amortization
method.

(IV) Inventory system of inventories

The industry enterprises adopt perpetual inventory system, and commercial
enterprises adopt physical inventory system.

(V) The appropriation method of provision for inventory depreciation

At the end of medium period and the year, after overall check of the inventory, draw

or adjust provision for inventory depreciation according to which is lower between the

cost changeable net realizable values of inventory.

Provision for inventory depreciation is appropriated according to single inventory
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item. If resulted from the inventory damage, all or partial run out of time, or the sales
price is lower than cost etc., the inventory cost is higher than net realizable value, then
should draw provision for inventory depreciation according to the margin that net
realizable value less than the cost. The net realizable value is confirmed according to
the estimated selling price minus the estimated expense value the cost and sales
needed till completed in normal operation process. For the inventory hold for
implement sales contract or work contract, its net realizable value is calculated on the
basis of contract price. For the balance of inventory beyond spoken for amount of the
sales contract, its net realizable value is calculated on the basis of general selling price.
For inventory that has large quantity and low unit price, the provision for inventory
depreciation is appropriated according to sort of the inventory.

When the factors that influence the decreased bookkeeping of inventory value has
already disappeared, switch back from the provision for inventory depreciation
amount that previously appropriated, the amount that switched back reckon in profit
and loss of current period.

VIII. Long-term equity investment:

(1) Pricing method of acquisition

The long-term equity investments resulted from consolidation of enterprises under the
same control qua original investment cost of long-term equity investment according to
the quotient of the book value of owner’s right acquired from the consolidated party
on the consolidation date. Direct relevant expenses resulted from enterprise
consolidation reckon in profit and loss of current period.

For long-term equity investments resulted from consolidation of enterprises not under
the same control, its consolidation cost are asset paid out to acquire control right
toward purchased party on purchase date, debt occurred or charged and fair value of
issued equity securities. Direct relevant expenses resulted from enterprises
consolidation reckon in consolidation cost.

Long-term equity investment acquired from debt reorganization calculates according
to fair value of taken equity. The margin between book balance of reorganized debt
and fair value of equity acquired from the debt given up reckon in profit and loss of
current period after offsetting the provision for depreciation that already appropriated.

(11) Calculation method of long-term equity investment

The long-term equity investment that the Company can actualize control on the
invested parties, and that haven’t together control or significant influence with the
invested parties, also haven’t quoted price on active market so the fair value can’t be
calculated reliably adopt cost calculation method.

The long-term equity investment that the Company has together control or significant
influence on invested companies adopts equity calculation method. Except those
taken additional obligation for loss by the Company, the confirmation of net losses
occurred in invested companies is in the limit of book value of long-term equity
investment and virtually formed long-term equity of net investment of invested
companies decreased to zero at most.

The original investment cost of long-term equity investment doesn’t adjust when it’s
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more than the fair value quotient of identifiable net asset of invested companies that
supposed to take while investing; and when original investment cost of long-term
equity investment is less than the fair value quotient of identifiable net asset of
invested companies that supposed to take while investing, its balance should calculate
into profit and loss of current period, at the same time adjust the cost of long-term
equity investment.

When confirming the net profit and loss quotient of invested companies which ought
to be owned, on the basis of fair value of various identifiable asset etc. of invested
companies when investing, we confirm the net profit of invested companies after
adjustment.

(1) Provision for long-term equity investment depreciation

At the end of metaphase and a year, check long-term investment one by one, if result
from the continuously decreased market price or worsen operational statuses of
invested companies etc., its reclaimable amount is lower than the book value of
investment, then draw depreciation provision for single item according to balance of
reclaimable amount and the book value. The reclaimable amount confirmation is in
accordance with the higher one of the net amount result from asset fair value minus
disposal expense and asset present value of estimated future cash flow amount. Once
the asset depreciation loss is confirmed, it can’t be switched back in future accounting
periods.

IX. Fixed assets and accumulated depreciation:

(I) Standards of fixed assets

The Company confirms the tangible assets that are held for producing merchandise,
providing labor service, leasing or operational management, which have above 2
years lifetime and above RMB 2,000 value per unit as fixed assets.

(1) Pricing method when acquiring

The fixed assets originally calculated according to cost. For fixed assets that will
produce relatively large expense when be discarded, estimate discarding expense and
record its present value into fixed assets cost. For those the price of fixed assets
deferred paid exceed normal credit condition so substantively has financing character,
the cost of fixed assets is confirmed on the basis of present value of purchasing price.
The balance between actually paid price and present value of purchasing price should
be calculated into profit and loss of current period during credit period except those
should be capitalized according to regulations.

(1) Withdrawal method of fixed assets depreciation

The fixed assets depreciation adopt straight-line calculation method, and confirm
depreciation rate according to original value of various fixed assets and estimated
lifetime minus estimated net residual value, classified depreciation rate are as follows:

Sort of assets Estimated lifetime .
residual value rate

Houses and constructions 20-35 years 5% 2.71%-4.75%

Machinery equipment 10-14 years 5% 6.79%-9.5%

Estimated rate of net | Annual depreciation
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Transportation equipment 5-10 years 5% 9.5%-19%
Other equipments 5-10 years 5% 9.5%-19%
Fixed assets fitment Within 5 years Above 20%

(V) Provision for fixed assets depreciation

At the end of metaphase and the year, check estimated lifetime and rate of net residual
value one by one, and adjust while there’s any difference with original estimation. For
those fixed assets that have a lower reclaimable amount than book value due to
continuously decreased market price or skills that drop behind, dated, broken, left
unused for a long-term equipments etc., estimate their reclaimable amount according
to single or group asset, and withdraw provision for depreciation according to the
balance with its book value. Once the asset depreciation loss is confirmed, then can’t
be switched back in future accounting periods. If the fixed assets are being disposing,
and can’t produce economic interest through usage or disposal, then stop depreciation
and withdrawing depreciation provision, meanwhile adjust the estimated net residual
value.

X. Construction in process:

The construction in process calculates and reflects construction cost according to
direct cost of construction and installation of the engineering, and the interest expense,
exchange profit and loss of borrowed fund that actually undertook. Take the fixed
assets in process reaching the estimated workable status as the time point of
construction in process carrying forward to fixed assets.

At the end of metaphase and the year, overall check the construction in process,
withdraw provision for depreciation according to the balance of reclaimable amounts
lower than the book value, and calculated into profit and loss of current period. Once
the assets depreciation loss is confirmed, it can’t be switched back in future
accounting period.

XI. Investing real estate:

(I) Standards of investing real estate

The Company confirm the real estate that holding for gaining rent or capital
appreciation, or the concurrently for both the two and can be solely calculated and
sold as investing real estate, including the leased land use right, the land use right held
and prepared to transfer after its appreciation, and leased constructions.

(1) The original and afterward calculation of investing real estate

Investing real estate originally calculate according to the cost, those relevant
economic interest of afterward expenses related with investing real estate that
probably flow into enterprise and its cost can be reliably calculated should calculate
into the cost of investing real estate. The Company adopt cost mode for investing real
estate afterward calculation.

(111) The depreciation withdrawal or amortization method of investing real estate

The constructions that adopting cost mode adopt straight-line method averagely
calculate depreciation, and confirm its depreciation rate according to estimated
economic lifetime and estimated residual value rate.
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. L Estimated annual depreciation
Sort of the assets Estimated lifetime
rate
Housing constructions 20-35 years 2.71%-4.75%

(IV) Provision for depreciation of investing real estate

At the end of metaphase and the year, implement overall check on investing real
estate that adopting cost calculation mode one by one, draw provision for depreciation
of balance the reclaimable amount lowered than its book value, and calculate into
profit and loss of current period. Once the asset depreciation loss is confirmed, it can’t
be switched back in future accounting period no matter what the value is rising back
or not.

XI1. Loans and its expenses:

The loans enter into the account according to cost when originally acquired, and adopt
actual interest rate method after acquired, calculate with amortized cost. The loans
expenses should allowing capitalization only when meet the following conditions at
the same time: the assets payout have already occurred, the loans expenses have
already occurred, and the purchase and construction activities that necessary for the
assets reaching workable status have already been started. Except the aforesaid event,
the loans expenses are confirmed as expense of current period.

For those borrowing specific loans for purchasing & constructing or producing assets
that meet the capitalization conditions, should take the amount of actual occurred
interest expense in current period of the loans minus the interest income acquired
from the unused loans saved in bank or investing income acquired from temporary
investments as expenses that should be capitalized.

For those occupied general loans to purchase & construct or produce assets that
meeting the capitalization condition, according to the weighted average of the part
that accumulated assets expense oversteps the specific loan plus capitalization rate of
the occupied general loans, calculate the interest amount of general loans that should
be capitalized. The capitalization rate should be confirmed according to weighted
average interest rate of general loans. Implement in accordance with the result of
weighted average of accumulated expenses from purchasing & constructing assets
that meeting capitalization conditions by the end of current period plus capitalization
rate and within actual interest rate.

XI1I. Intangible assets and R&D expenses:

(1) Pricing method of intangible assets when acquiring

The intangible assets enter into account according to actually paid account or
confirmed value. For those the price of intangible assets deferred paid exceed normal
credit condition so substantively has financing character, the cost of intangible assets
is confirmed on the basis of present value of purchasing price. The balance between
actually paid price and present value of purchasing price should be calculated into
profit and loss of current period during credit period except those should be
capitalized according to regulations.

(1) Amortization of intangible assets

For the intangible assets that has a limited lifetime, the sum after its cost deducting
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estimated residual value adopt straight-line method to amortize during its estimated
lifetime.

The lifetime of intangible assets confirmation is in accordance with following
programs:

1. The lifetime of intangible assets that resulted from contracted right or other legal
rights shouldn’t exceed the time limit of contracted right or other legal rights.

2. If the contracted right or other legal rights continue due to contract extension etc.
and has evidence showing the enterprise needn’t pay large amount of cost for contract
extension when they’re at term, their extension period should calculate into lifetime.
The Company comprehensively judge various factors to confirm the time limit of the
intangible assets can bring economic interest to the enterprise while the contract or
law haven’t regulate the lifetime.

Those intangible assets that still can’t reasonably confirm the time limit of it bringing
economic interest for the enterprise following the aforesaid programs should be the
intangible assets which has uncertain lifetime. The intangible assets that has uncertain
lifetime don’t amortize.

(111) The confirmation and calculation of internal R&D expenses

Before commercial production or use, the expenses of applying research fruit or other
knowledge on certain plan or design to produce new or essentially improved material,
settings, products etc. are development phase expenses. Except the development
phase expenses meet following conditions are confirmed as intangible assets, the
others are confirmed as expenses:

1. Completing the intangible assets to make it can be used or sold has technical
feasibility;

2. Have intention of completing the intangible assets and use or sell.

3. The manners of intangible assets producing economic interest including it can be
verified that the products produced with the intangible assets have market or the
intangible assets itself has market, for the intangible assets that for internal using,
should verify its feasibility;

4. Have essential technique, financial resource and other resources to support
completing the development of intangible assets, and have ability to use or sell the
intangible assets.

5. The expense that belongs to development phase of the intangible assets can be
dependably calculated.

The expense in research phase calculates into expense of current period when
occurred.

(V) Provision for depreciation of intangible assets

At the end of metaphase and the year, check intangible assets one by one, estimate the
reclaimable amount in single item of the intangible assets that have already been
replaced by other new technique which made the economic interest it creates for the
enterprise is worse influenced or its market value dropped sharply and won’t reverse
in left amortization period, and withdraw provision for depreciation according to its
balance with book value. Once the assets depreciation loss is confirmed, it can’t be
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switched back in future accounting periods.

XIV. Long-term unamortized expense:

(1) Write-off method of organization expense

One-off calculated into profit and loss in current month of starting production and
operation.

(11) Amortization method of other long-term unamortized expense

Averagely amortized in benefit period, including: the rent prepaid for leasing the fixed
assets averagely amortized according to the time limit regulated in the leasing
contract.

XV. Payable employee salaries:

In each accounting period, confirm payable employee salaries as debt, and separately
calculate into products or labor cost, expense of current period, or fixed assets or
intangible assets cost according to benefit object. According to relevant regulations,
the Company draws insurance expense and public reserve in accordance with certain
proportion of monthly wages, and hand in monthly to labor and social security
organization, relevant expenses calculate into cost or expense of current period.

XVI. Confirmation of estimated debt:

The Company confirms obligations that meet the following conditions at the same
time or related with relevant events as estimated debt: The obligation is a current
obligation of the enterprise; performing the obligation may probably result in the
economic interest out flowing from the enterprise; the sum of the obligation can be
calculated dependably.

For the executory contract that turn into contract at a loss, confirm it as estimated debt
while the obligation resulted from the contract meet the aforesaid conditions.

Confirm the other obligations undertaken by the Company (such as undertake excess
loss, reorganization obligation, disposal expense etc.) that meet the aforesaid
conditions as the estimated debt.

XVII. Confirmation of revenue:

() Confirmation of revenue from merchandise sales

The enterprise has already transferred main risk and reward of merchandise
ownership to goods purchaser; neither retain continuous management right that
generally related with ownership, nor implement efficient control on sold
merchandise; the amount of revenue can be dependably calculated; relevant economic
interest may probably flows in the Enterprise; relevant cost that occurred or going to
occur can be dependably calculated.

The Company confirm amount of merchandise sales according to contract or
agreement price receivable or receivable from goods purchaser, but except those
received or receivable contract or agreement price isn’t evenhanded. For those the
receiving of contract or agreement price amount adopt deferred manner, and virtually
has financing character, confirm revenue amount of merchandise selling according to
the fair value of receivable price of contract or agreement. The balance between
receivable contract or agreement price with its fair value adopt actual interest rate
method to amortize in contract or agreement period, and calculate into profit or loss of
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current period.

(1) Confirmation of income from providing labor service

The amount of income can be calculated dependably; relevant economic interest may
probably flows in the enterprise; completion schedule of the transaction can be
confirmed dependably; the cost occurred or going to occur during transaction can be
dependably calculated.

At the end of the period (year), while the result of labor transaction providing can be
dependably estimated, adopt percentage of completion method to confirm the income
from providing labor service. The Company selects the measurement on finished
work to confirm completion schedule.

(111) Confirmation of income from releasing assets use right

Relevant economic interest may probably flow into the enterprise; the amount of
income can be calculated dependably.

The Company confirm income amount from releasing assets use right respectively
according to following conditions:

1. The interest income amount is confirmed according to the time and actual interest
rate of others using monetary fund of the Enterprise.

2. The income amount of usage charge is confirmed according to charging time and
method calculation that relevant contract or agreement regulated.

XVIII. The accounting processing method of income tax:

The income tax of the Company adopts debt method of balance sheet as accounting
processing method.

XIX. The compile basis of consolidated accounting statement:

The Company brings all subsidiaries that can actually control into consolidation scope.
When the accounting policy the subsidiary takes is different from the Company, it
already has been consolidated after adjusted according to the Company’s accounting
policy. And those subsidiaries have different accounting periods with the Company
have already adjusted their financial statements according to the parent company’s
accounting period.

The Company purchasing subsidiary under the same control adopt rights and interests
integration method to process, bring income, expense and profit occurred from
beginning of the year to consolidation date into consolidated income statement, take
the book value of assets and debts of the consolidated party on consolidate date as the
calculating attribute of assets and debts acquired. Purchasing subsidiaries under
different control, adopt purchase method to implement accounting processing,
consolidate the accounting statement of the subsidiary since has controlled it,
calculate the identifiable assets and debts of subsidiaries purchased according to fair
value.

On the basis of totally offsetting the unrealized profit and loss of investments, internal
come-and-go, internal transaction etc. between controlling subsidiaries of the
Company and its actually controlling affiliated companies, consolidate one by one,
and calculate minority shareholders’ equity. The minority shareholders’ equity is
namely the profit that should acquire (or loss that should undertake) of subsidiaries of
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the Company by the Company and the third party excluding its subsidiaries. The
subordinate affiliated companies adopt equity calculation method.

Annotation6. Taxes

The main taxes the Company suited including: value added tax, business tax, urban
maintenance and construction tax, additional education fees, enterprise income tax
etc.

Taxable items or tax basis The sort of tax The tax rate

Sales revenue of the products Value added tax 17%, 13%, 6%,
Leasing income, storage income etc. Business tax 5%
Transportation and conveyance incomes Business tax 3%

Urban maintenance and

Amount of turnover tax 1% or 7%

construction tax

Amount of turnover tax Additional education fees 3% or 4%

The enterprise income tax rate of the Company is 15% or 33%.

Annotation7. Notes of main items of financial statements (unless special

explanations, the following data are consolidated number)

Notel. Monetary capital

Kind Jun.30, 2007 Dec.31, 2006
Cash 593,102.18 375,132.99
Bank deposit 202,613,291.55 180,315,508.34
Other monetary capitals 22,724,526.59 24,651,194.19

Total 225,930,920.32 205,341,835.52
Details of other monetary capital are as follows:

Kind Jun.30, 2007 Dec.31, 2006
Security deposit of letter of credit 749,830.00
Security for bank acceptance 22,381,215.54 23,901,364.19
Credit car deposit 97,259.05
Performance security deposit 246,052.00

Total 22,724,526.59 24,651,194.19
Note2. Receivable notes

Kind Jun.30, 2007 Dec.31, 2006
Bank acceptance 50,094,069.70 83,413,102.27
Trade acceptance 172,557,748.35 124,048,655.20

Total

222,651,818.05

207,461,757.47

0%
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*The amount of discounted trade acceptance amounted to RMB 162,350,352.65.
** The amount of discounted bank acceptance amounted to RMB 28,676,336.01.

Note3. Receivable account

Jun.30, 2007 Dec.31, 2006
Proportionin  Provision for Proportion Provision for
Account age Amount Amount
total amount bad debt total amount bad debt
Withi 1,285,843,357.05 99.36% 1,129,833,174.55 99.12%
ithin a year 0 879.135.51 0 1,197,258.95
1 to 2 0.37% 1,982,457.05 7,386,989.23 0.65%
year 1o < years 4.795.201.75 0 0 1,800,640.79
2 to3 0.12% 882,479.97 1,347,665.84 0.12%
years 10 s years 1,489.115.26 0 0 1,243,088.43
More than 3 0.15% 1,945,843.83 1,317,697.10 0.11%
Ore an years 1’957’142.73 e ——————————— 0 - 0 1,247,448l57
5,689,916.3
Total 1,294,084,816.79 100% 6 1,139,885,526.72 100% 5,488,436.74

* The amount in arrear of the top five customers of receivable account in period-end
amounted to RMB 102,450,893.74, which accounting for 7.92% of total receivable
account in period-end.

** The balance of receivable account in period-end including receivable account of
shareholders that held above 5% (containing 5%) shares of the Company amounting
to RMB 894,796.56.

*** Due to the receivable units operates not well, the capital status is not good, the
possibility of reclaiming the account is slight, so we should draw special provision for
bad debt for period-end balance of the receivable account amounting to RMB
3,967,983.33, the details are as follows:

Amount of receivable ~ Withdrawal proportion Special provision for
Account age

account of special bad debt bad debt
Within a year 110, 660. 20 100% 110, 660. 20
1 year to 2 years 1,038, 897. 00 100% 1,038, 897. 00
2 years to 3 years 872, 582. 30 100% 872, 582. 30
More than 3 years 1, 945, 843. 83 100% 1,945, 843. 83
Total 3,967, 983. 33 100% 3, 967, 983. 33
Amount of parent company:
Jun.30, 2007 Dec.31, 2006
Proportion in  Provision for Proportion in  Provision for
Account age Amount Amount
total amount bad debts total amount bad debts
Within one year 329, 746, 442. 01 99. 26% —- 232, 046, 803. 98 98. 71% —-

From one year to two 63, 788. 92 0. 02% 60, 112. 08 1,599, 399. 70 0. 68% 791, 708. 94
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years
From two vyear to
1, 389, 201. 38 0. 42% 879, 446. 42 887, 513. 59 0. 38% 880, 288. 93
three years
Three years above 1,007, 855. 30 0. 30% 997, 421. 07 541,317. 78 0. 23% 477, 380. 62
Total 332, 207, 287. 61 100% 1, 936, 979. 57 235, 075, 035. 05 100% 2, 149, 378. 49
*The amount in arrear of the top five customers of accounts receivable at period-end
totaled to RMB 88,930,292.03, accounting for 26.77% of total amount of accounts
receivable at period-end.
**There was no accounts receivable from shareholders whose share holding was over
5% (including 5%) of the Company in the balance of accounts receivable at
period-end.
***For the poor operation of accounts receivable units and poor funds status, it is less
likely to receive the accounts, so provision for withdrawal of special bad debts from
accounts receivable amounts to RMB 1,901,716.78, and details are as follows:
Amount of accounts Proportion of withdrawal of Provision for peculiar
Account age . .
receivable special bad debts bad debts
Within one year - 100% -
From one year to two years 59, 918. 56 100% 59, 918. 56
From two year to three years 844, 377. 15 100% 844, 377. 15
Three years above 997, 421. 07 100% 997, 421. 07
Total 1,901, 716. 78 100% 1,901, 716. 78
Note4. Accounts payable in advance
Jun.30, 2007 Dec.31, 2006

Proportion in total
amount

Account age Amount

Proportion in total
amount

Amount

Within one year 51,171, 531.49

100%

31, 281, 294. 12 100%

*There were not shareholder accounts whose share holding was over 5% (including
5%) of the Company in the balance of accounts payable in advance at period-end.

Noteb. Other accounts receivable

Jun.30, 2007 Dec.31, 2006
Proportion .. Proportion L
. Provision for . Provision for
Type Amount in total Amount in total
bad debts bad debts
amount amount
Within one year 21, 563, 315. 91 34. 20% 352, 422. 00 25,173, 874. 54 46. 38% 519, 308. 28
From one year to
29, 497, 801. 00 46. 78% 2,883,620.29 15 390 136.32 28.36% 3,374, 429. 62
two years P e
From two year to
369, 893. 78 0.59% 128, 418. 86 3. 48% 1,209, 124. 47

three years

1, 889, 279. 81
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Three years above 11, 618, 409. 37 18. 43% 21.78% 11,234, 923.33
y 11,265, 543. 17 11, 822, 156. 52

Total 63, 049, 420. 06 100%  14,630,004.32 54,275, 447. 19 100.00%  1g, 337, 785. 70

*The amount in arrear of the five top customers of other accounts receivable at
period-end totaled to RMB 26,250,493.87, accounting for 41.63% of total amount of
other accounts receivable at period-end.

**There was no accounts receivable from shareholders whose share holding was over
5% (including 5%) of the Company in the balance of other accounts receivable at
period-end.

***Eor the poor operation of accounts receivable units and poor funds status, it is less
likely to receive the accounts, so the amount of provision for withdrawal of special
bad debts from other accounts receivable totaled RMB 9,609,436.59, and details are

as follows:
Proportion of . .
Amount of other . . Provision for peculiar
Account age . withdrawal of special
accounts receivable bad debts
bad debts
Within one year 80, 660. 42 100% 80, 660. 42
From one year to two years 315. 00 100% 315. 00
From two year to three years -— 100% —
Three years above 9,528, 461. 17 100% 9,528, 461. 17
Total 9, 609, 436. 59 100% 9, 609, 436. 59
Amount of parent company:
Jun.30, 2007 Dec.31, 2006
Proportion .. Proportion ..
. Provision for ) Provision for
Type Amount in total Amount in total
bad debts bad debts
amount amount
Within one year 100, 112, 678. 60 72.17% —- 85, 520, 577. 13 50. 82% —-
From one year to
28, 520, 898. 59 20.56%  2,793,315.93 72, 568, 898. 59 43. 12% 2,765, 715. 94
two years
From two year to
24, 540. 00 0. 02% 2, 454. 00 134, 810. 91 0. 08% 13, 481. 09
three years
Three years above 10, 060, 031. 98 7.25% 9,960, 031.98 10, 059, 781. 98 5. 98% 9, 989, 781. 98
Total 138, 718, 149. 17 100% 12, 755,801.91 168, 284, 068. 61 100% 12,768, 979. 01

*The amount in arrear of the five top customers of other accounts receivable at
period-end totaled to RMB 118,234,579.90, accounting for 85.23% of total amount of
other accounts receivable at period-end.

**There was not accounts receivable from shareholders whose share holding was over
5% (including 5%) of the Company in the balance of other accounts receivable at
period-end.
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***Eor the poor operation of accounts receivable units and poor funds status, it is less
likely to receive the accounts, so the amount of provision for withdrawal of special
bad debts from other accounts receivable totaled RMB 9,315,727.69, and details are

as follows:
Amount of other Proportion of .. .
. . Provision for peculiar
Accout age accounts withdrawal of special
. bad debts
receivable bad debts
Three years above 9, 315, 727. 69 100% 9,315, 727. 69
Note 6. Inventory and provision for inventory impairment
(1) Details are listed as follows:
ltem Jun.30, 2007 Dec.31, 2006
Book amount Book value Book amount Book value
1. Raw materials 30,780,306.15
51, 987, 575. 42 51, 987, 575. 42 30, 780, 306. 15
2. Goods in
process 88, 747. 62 88, 747. 62
3. Manufactured goods 51,718, 196. 47 51, 255, 297. 63 36,060,299.36 35, 597, 400. 52
4. Inventory goods 366, 124, 483. 91 363, 326, 046. 75 39400447216 390,539, 940. 49
5. Low value and easily
X 819, 709. 09 819, 709. 09
worn-out artilces 932,571.36 932, 571. 36
6. Goods shipped on
: 15, 553, 627. 40 15, 320, 406. 65
instalment sales 26,520,009.07 26, 286, 788. 32
7. Wrappage 5,073, 361. 87 5,073, 361. 87 3,032,110.07 3,032, 110. 07
8. Others 2,750, 122. 44 2, 750, 122. 44 2.233,005.62 2, 233, 005. 62
Total 494, 115, 824. 22 490, 621, 267. 47 493562,773.79 489,402, 122.53
(2) Provision for inventory impairment
Provision for inventory Increase in this Decrease in this
. . Janl, 2007 . . Jun.30, 2007
impairment period period
1. Manufactured goods 162, 898. 84 B B 162, 898. 84
2. Inventory goods 3,464, 531. 67 600, 000. 50 1, 266, 095. 01 2,798, 437. 16
3. Goods shipped on instalment
sales 233, 220. 75 233, 220. 75
Total 4, 160, 651. 26 600, 000. 50 1, 266, 095. 01 3, 494, 556. 75
Note 7. Long-term share equity investment
Details are listed as follows:
Items Jun.30, 2007 Dec.31, 2006
Provision for Provision for
Book balance Book value  Book balance Book value

depreciation depreciation
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Investment
associated enterprises
Other share equity
investment

Total

51,678, 707. 22

3,501, 348. 77

55, 180, 055. 99
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954,173.26 50, 724,533.96 51,890, 569. 88 954, 173. 26
521,027.36  2,980,321.41 3,501, 348. 77 521, 027. 36

1,475,200.62  53,704,855.37 55,391,918.65 1,475, 200. 62

50, 936, 396. 62

2,980, 321. 41

53,916, 718. 03

(1) Long-term share equity investment calculated based on equity method

Begin and Proportion in
Name of invested registered Balance at
. end date of capital of .
units . ted units year-begin
investment Invested unt
SinoPharm Holtfﬁngs Jul., 1990
Shenzhen  Chinese 47.39% 23, 306, 507. 22
Medicine Co., Ltd. -Dec., 2055
Dongyuan & Accord
Pharm Chain Store 45. 00% 396, 638. 32
Co., Ltd.
Shenzhen _ Mainluck Mar., 1990
Pharmaceutical Co,, 35. 19% 27,233, 251. 08
Ltd. - Mar., 2010
Guangzhou
Sinipharm Medicines
20. 65% 954, 173. 26

Xinli Information and
Technology Co., Ltd.

Total

51, 890, 569. 88

Increase or Balance at period-end
decrease in Accumulated
Initial
equity in this increase or Total
investment
period decrease
21,167, 251. 43 1, 347, 692. 62
-791, 563. 17 22, 514, 944. 05
. 2, 250, 000. 00 -1, 853, 361. 68 396, 638. 32
4, 457, 400. 00 23, 355, 551. 59
579, 700. 51 27, 812, 951. 59
-— 2, 065, 000. 00 -1,110, 826. 74 954, 173. 26
-211,862.66 29,939, 651. 43 21, 739, 055. 79 51, 678, 707. 22

(2) Other share equity investment calculated based on cost method

Proportion in

Increase or
decrease in

Name of invested units registered capital ~ Jan.1, 2007 . o Jun.30, 2007
of invested units mvestme.nt in this
period
Shenzhen Zhonglian Guangshen < 5% 284, 173. 70 - 284, 173. 70
Medicine Co., Ltd.
Medical Association of National 50, 000. 00 o 50, 000. 00
Central Cities
Shenzhen Futian Medicine Co., 40% 471, 027. 36 471, 027. 36
Ltd.
Liaoning Accordance Pharm. 30% 1, 894, 900. 00 - 1, 894, 900. 00
Chain Store Co., Ltd.
China  National ~ Medicines 0. 49% 801, 247. 71 o 801, 247. 71

Corporation Ltd.
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3,501, 348. 77 3,501, 348. 77
(3) Change of provision for depreciation
. . Increase in this  Decrease in this
Name of invested units Jan.1, 2007 . . Jun.30, 2007
period period
Guangzhou National Medicines
Xinli Information and Technology 954, 173. 26 -— -— 954, 173. 26
Co., Ltd.
Shenzhen Futian Medicine Co.,
471, 027. 36 — — 471, 027. 36
Ltd.
Medical Association of National
o 50, 000. 00 — — 50, 000. 00
Central Cities
Total 1, 475, 200. 62 — — 1, 475, 200. 62
Amount of parent company:
Details are listed as follows:
Items Jun.30, 2007 Dec.31, 2006
Provision for Provision for
Book balance Book value Book balance Book value

depreciation

Investment in associated

. 22,514, 944. 05 -
enterprises
Investment in subsidiaries

Other equity

316, 092, 791. 71

share
. 1, 894, 900. 00 -
investment

Total 340, 502, 635. 76 -—

22,514, 944. 05

316, 092, 791. 71

1, 894, 900. 00

340, 502, 635. 76

depreciation
23, 306, 507. 22 -
415, 505, 864. 90

1, 894, 900. 00 —

23, 306, 507. 22

415, 505, 864. 90

1, 894, 900. 00

440, 707, 272. 12 -—

440, 707, 272. 12

(1) Long-term share equity investment calculated based on equity method

) Proportion in Increase or Balance at period-end
Begin and end istered
Name of invested reg|§ ere Balance at decrease in Accumulated
date of capital of Initial
units invested year-begin equity in this increase or Total
investment units investment
period decrease
Sinopharm  Holdings Jul.. 1990
Shenzhen Chinese K 47,399 23, 306, 507. 22 21, 167, 251. 43 1, 347, 692. 62
Medicine Co., Ltd. -Dec., 2055 791, 563. 17 22,514, 944. 05
(3) Share equity investment in subsidiaries calculated based on cost method
Proportion in
. . Increase .
) . Term of registered Initial o Decrease in
Name of invested units . . . Jan.1, 2007 in this . . Jun.30, 2007
investment capital of investment cost . this period
. ) period
invested units
Shenzhen Zhijun Apr., 1990 100% 73, 903, 284. 87 163, 353, 207. 26 — 60, 625,715.86 102, 727, 491. 40
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Pharmaceutical Co., Ltd. -Dec., 2010
Shenzhen Pharmaceutical Mar., 1982
100% 45, 054,911. 04 59, 767, 166. b4 — 3,727,825. 19 56, 039, 341. 35
Company -Jun., 2007
Shenzhen Accord
Sep., 1981
Medicine Materials Co., 90% 4,685,,072. 82 7,074,442.83  —— 1,199, 352. 49 5, 875, 090. 34
-Jun., 2007
Ltd.
Shenzhen Zhijun Mar., 1985
47.09% 988, 035. 31 1, 484, 976. 41 — 143, 625. 21 1, 341, 351. 20
Medicine Trade Co., Ltd. - Mar., 2015
Shenzhen Accord Sep., 2005
90% 900, 000. 00 900, 123. 96 — 123. 96 900, 000. 00
Logistic Co., Ltd. - Sep., 2055
SinoPharm Holdings
No fixed term 90% 106, 731, 100. 00 129, 348, 567. 60 — 33, 716, 430. 48 95, 632, 137. 12
Guangzhou Co., Ltd.
SinoPharm Holdings
Guangdong New Dragon No fixed term 49% 9, 800, 000. 00 8,434, 648. 15 -— — 8,434, 648. 15
Co., Ltd.
Shenzhen Accord Pharm Jul., 2004
90% 45, 156, 960. 00 45, 142, 732. 15 — — 45,142, 732. 15
Co., Ltd. -Jul., 2024
Shenzhen Accord Pharm Jul., 1985
10% 3, 842, 340. 66 - — — —
Chain Store Co., Ltd. -Jul., 2015
Subtotal 286, 376, 631. 88 415, 505, 864. 90 — 99, 413, 073. 19 316, 092, 791. 71
(3) Other share equity investment calculated based on cost method
Proportion in
) registered Initial Increase i
Name of invested Term of . . o Decrease in
. . capital of investment  Jan.1, 2007 in this i . Jun.30, 2007
units investment . . this period
invested cost period
units
Liaoning Accordance
Pharm. Chain Store 30% 1,894,900.00 - ---1,894,900.00
Co., Ltd.
Note 8. Investment real estate
Particulars about investment real estate calculated by adopting the cost mode
follow-up measurement:
Increase in this  Decrease in
Items Jan.1, 2007 . i ) Jun.30, 2007
period this period
I. Total of original price
1. Building and construction 49, 038, 498. 10 o 39, 604(; 737.2 9, 433, 760. 90
I1. Total of accumulative depreciation
or accumulative amortization
1. Building and construction 10, 032, 981. 60 171,299.94  6,651,169.25 3,553,112.29



Shenzhen Accord Pharmaceutical Co., Ltd.

I1l. Total
provision for depreciation

1. Building and construction

accumulative amount of

IV. Total book value of investment

real estate

1. Building and construction

Original value of fixed
assets
Building and construction
Machinery equipment
Transportation equipment
Other equipments

Semi-annual Report 2007

Total

39,005,516.50 5,880,648.61
Note 9. Fixed assets and accumulative depreciation
Increase in this Decrease in this
Jan.1, 2007 . . Jun.30, 2007
period period

222,921, 489. 17 39, 787, 580. 64 -— 262, 709, 069. 81

87, 076, 878. 49 10, 092, 227. 00 75, 643. 43 97, 093, 462. 06

33, 487, 442. 29 2, 426, 403. 00 2, 432, 802. 03 33, 481, 043. 26

69, 254, 194. 37 3, 532, 601. 16 1,673, 137. 62 71,113, 657. 91
452, 344, T41. 52 16, 234, 074. 60 4,181, 583. 08 464, 397, 233. 04

Accumulative depreciation

Building and construction
Machinery equipment
Transportation equipment
Other equipments

Total

Provision for depreciation

Building and construction
Machinery equipment
Transportation equipment
Other equipments

Total

Book value
Building and construction
Machinery equipment
Transportation equipment
Other equipments

Total

Jan.1, 2007

67,610, 208. 32
63, 427, 248. 12
20, 415, 556. 71

39, 1589, 924. 09

Increase in this
period
13, 440, 275. 90
2, 200, 843. 07
1, 770, 616. 10
4, 255, 261. 90

197, 264, 106. 49

15, 015, 827. 72

Decrease in this
period
36, 085. 90
2,081, 076. 73
1, 060, 710. 95

3,177,873. 58

Jun.30, 2007

81, 050, 484. 22
65, 592, 005. 29
20, 105, 096. 08
42, 354, 475. 04

209, 102, 060. 63

Increase in this

Decrease in this

Jan.1, 2007 . ) Jun.30, 2007
period period
1, 300, 000. 00 -— —- 1, 300, 000. 00
240, 690. 74 -— —- 240, 690. 74
1, 540, 690. 74 —- —- 1, 540, 690. 74
Jan.1, 2007 Jun.30, 2007
154, 011, 280. 85 180, 358, 585. 59
23, 649, 630. 37 31,501, 456. 77
12, 831, 194. 84 13, 135, 256. 44
30, 094, 270. 28 28, 759, 182. 87
220, 586, 376. 34 253, 754, 481. 67

*The increase in this period of fixed assets included transfer-in of project under
construction of RMB 9,295,547.01.
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** QOriginal value of fixed assets sold and discarded as useless in the period was RMB

4,181,583.08.

***Ended Jun.30, 2007, China National Medicines Guangzhou Company, subsidiary
of the Company, provided liability mortgage guarantee for short-term loan from bank
of RMB 54,000,000 for Sinopharm Medicine Holding Guangzhou Co., Ltd.
subsidiary of the Company, with book fixed assets---original value of building and
construction of RMB 100,574,924.87.

Note 10. Project under construction
(1) Details about project under construction are as follows:

Name of Projects

Planting Project of Cinnamomum
cassia Presl. var. macrophyllum Chu

and Wild Honeysuckle Flower

Medicine R&D Base Project

Che Pi Project
Yu Feng and Gu Bu Building

Budget amount

Fund resources

Proportion of project

input in budget

Fiscal appropriation

Own funds and loan from

236.63 million

financial institutions

Own funds

Own funds

(2) Change of project under construction in this period is as follows:

Increase in this

Transfer-in of fixed

74.35%

Other decrease in

Name of Projects Jan.1, 2007 asset amount in this Jun.30, 2007
period . this period
period

Planting Project of Cinnamomum cassia
Presl. var. macrophyllum Chu and Wild 253, 886. 24 - - - 253, 886. 24
Honeysuckle Flower
Medicine R&D Base Project 143,913, 487.67 28,391, 425. 25 9,112, 703. 57 — 163, 192, 209. 35
Che Pi Project 6, 640, 750. 20 — — — 6, 640, 750. 20
Yu Feng and Gu Bu Building 182, 843. 44 - 182, 843. 44 - -

Total 150, 990, 967. 55 28,391, 425. 25 9, 295, 547. 01 S 170, 086, 845. 79

(3) The amount of borrowing cost capitalization included in project
construction is as follows:

Increase in this

Name of Projects Jan.1, 2007

period

Transfer-in of
fixed asset Other decrease
amount in this in this period
period

under

Jun.30, 2007
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Project of Medicine R&D
bases

1, 933, 268. 05

2, 956, 762. 90 — —
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4, 890, 030. 95

*The capitalization ratio of the amount of borrowing cost capitalization is 5.985%

Note 11. Intangible assets
(1) Details about intangible assets are as follows:

Remained amortization term

Items Way of acquiring Original value
Land use right Remising 30, 020, 106. 63
Trademark use right Self-producting 115, 250. 00
Software Purchasing 6, 883, 960. 19

Total 37,019, 316. 82

(2) Change of intangible assets in this period is as follows:

Increase in this  Transfer-out in

510 months

62 months
3-52 months

Amortization in

Name of Projects Jan.1, 2007 . . i . . Jun.30, 2007
period this period this period
Land use right 29, 561, 784. 39 — — 343, 741. 68 29, 218, 042. 71
Trademark use right 71, 062. 52 -— -— 6, 339. 28 64, 723. 24
Software 2, 398, 175. 45 36,014. 71 — 599, 163. 01 1, 835, 027. 15
Total 32,031, 022. 36 36,014. 71 -— 949, 243. 97 31,117, 793. 10

Note 12. Long-term unamortized expenses
(1) Details about long-term unamortized expenses are as follows:
Preestimate Amortization Original occurred

Items term amount Remained amortization term
Decoration fees 5 year 2, 698, 768. 70 54-60 months
Compensation fund for retirees 5 year 7,187, 974. 40 40-43 months
Green conservation fees 3 year 114, 700. 00 36 months
Management consultation fees 3 year 1,325, 273. 60 27 months
Others 5 year 911, 229. 00 8-24 months

Total 12, 237, 945. 70
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(2) Change of long-term unamortized expenses in this period is as follows:

Increase in this

Transfer-out in

Amortization in

Name of Projects Jan.1, 2007 . . . . . Jun.30, 2007
period this period this period
Decoration fees 9,942. 38 2, 670, 903. 66 — 151, 410. 52 2, 529, 435. 52
Compensation fund for
. 4, 877, 632. 98 —- - 718, 797. 42 4,158, 835. 56
retirees
Green conservation fees 114, 700. 00 — - 22, 800. 00 91, 900. 00
Management consultation
1,031,012. 13 -— — 229, 113. 48 801, 898. 65
fees
Others 122, 397. 20 — — 86, 622. 90 35, 774. 30
Total 6, 155, 684. 69 2, 670, 903. 66 — 1, 208, 744. 32 7,617, 844. 03
Note 13. Deferred income tax assets
Items Jun.30, 2007 Dec.31, 2006
Provision for bad debts of accounts
receivable 607, 484. 28 725,014. 15
Provision for inventory impairment 440, 092. 92 501, 948. 85
Reparable loss of previous year 2,138, 014. 58 3,297, 414. 85
Sales expenses 3, 550, 257. 50 3, 550, 257. 50
Total 6, 735, 849. 28 8,074, 635. 35
Note 14. Provision for assets depreciation
Withdrawal
Items Jan.1, 2007 amount in this Decrease in this period Jun.30, 2007
period
Switching back  Writing off
1. Provision for bad debts
21, 826, 222. 44 272, 674. 69 1,778, 976. 45 -— 20, 319, 920. 68
Including: Accounts receivable 5, 488, 436. 74 272, 547. 19 71, 067. 57 — 5, 689, 916. 36
Other accounts receivable 16, 337, 785. 70 127. 50 1, 707, 908. 88 -— 14, 630, 004. 32
2. Provision for inventory
impairment 4, 160, 651. 26 600, 000. 50 1, 266, 095. 01 — 3, 494, 556. 75
3. Provision for depreciation of
long-term investment 1,475,200.62 1,475,200.62
4. Provision for depreciation of
fixed assets 1,540,690.74 . 1,540,690.74
Total 29, 002, 765. 06 872, 675. 19 3,045, 071. 46 26, 830, 368. 79
Note 15. Other non-current assets
Items Jun.30, 2007 Dec.31, 2006
Physical assets reserve specifically

authorized

15, 128, 718. 50

15, 347, 094. 62
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Circulation right of share merger 198, 752. 29 198, 752. 29

Total 15, 327, 470. 79 15, 545, 846. 91

Note 16. Short-term loans

Type of loans Jun.30, 2007 Dec.31, 2006
Credit loan 30, 000, 000. 00 -
mortgage loan 30, 000, 000. 00 54, 000, 000. 00
Guarantee loan 50, 000, 000. 00 70, 000, 000. 00
Bank acceptance discount 28, 676, 336. 01 48,937, 352. 75
Trade acceptance discount 162, 350, 352. 65 124, 048, 655. 20
Total 301, 026, 688. 66 996, 986, 007. 95

*For particulars about mortgage and pledge, see Annotation 11. Contingent issues

Note 17. Notes payable

Type of loans Jun.30, 2007 Dec.31, 2006
Bank acceptance 247,720, 213. 92 240, 959, 390. 29
Trade acceptance 250, 382, 565. 54 178, 216, 534. 52
Total 498, 102, 779. 46 419, 175, 924. 81

Note 18. Accounts payable
2007.6.30 2006.12.31

Accounts payable 1,032,299, 458. 11 956, 987, 248. 04

*The balance of accounts payable at period-end included the 5% (including 5% above)
shareholders unit accounts of RMB 9,489.07 owed to the Company.

**The balance of accounts payable at period-end included the accounts of RMB
45,823,921.48 whose account ages were over three years; they were excessive
accounts with little amount payable and would not be listed in details.

Note 19. Accounts received in advance
June 30, 2007 Dec.31, 2006
Accounts received in
advance 28, 299, 878. 35 30, 835, 803. 43
*There are no 5% (including 5% above) shareholders unit accounts owed to the
Company in the ending balance of accounts received in advance.
**There are no large accounts whose account ages are over one year in the balance of
accounts received in advance at the period end.
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Note 20. Salary payables to emplpoyees
Amount withdrawal Amount paid in this
Items Jan.1, 2007

in this period period Jun.30, 2007

1. Sal d,all d subsid
alary,reward,aflowance and subsidy 68,300,394.22  73,116,953.19  98,435,954.63 42, 981, 392. 78

1. Welfarism for employees

9, 293, 326. 86 1, 090, 044. 86 6, 481, 075. 38 3,902, 296. 34
Ill. Social insurance premiurms 1, 400. 92 9, 254, 647. 23 9,202, 515. 88 53, 532. 27
1. Medical insurance premiums 1, 400. 92 2,112, 005. 20 2,106, 696. 85 5, 308. 35
2. Basic old-age insurance premiums — 5, 698, 860. 77 5, 653, 043. 17 47, 218. 52
3. Annuity payable -— 697, 440. 00 697, 440. 00 -—
4. Unemployment insurance expenses — 365, 808. 36 365, 469. 09 339. 27
5. Industrial injury insurance premiums —-— 258, 562. 66 257, 896. 53 666. 13
6. Childbirth insurance premiums - 121, 970. 24 121, 970. 24
IV. Housing accumulation fund 47, 566. 04 2, 809, 650. 31 2,337, 392. 52 519, 823. 83
V. Trade union outlays and employee
. 4,018, 430. 68 3,252,658, 11 1,988, 621. 00 5,282, 467.79
education outlays
V1. Nonmonetary welfare
VII. Compensation to employees for
severing labor relations - -
VIII. Others 36, 416. 40 36,416.40
Total 81,661, 118. 72 89, 560, 370. 10 118, 481, 975. 81 52,739, 513. 01
Note 21. Fees and taxes payables
Taxes Jun.30, 2007 Dec.31, 2006
Value added tax -2, 905, 535. 28 -5,213,971. 42
Sales tax 554, 114. 12 577, 883. 38
Tax on city maintenance and construction 211, 959. 82 138, 585. 18
Enterprise income tax 8, 763, 796. 09 6, 621, 478. 89
House property tax 111, 024. 37 203, 297. 19
Personal income tax 1,292, 277. 94 582, 556. 20
Educational surtax 203, 261. 84 225, 648. 23
Other taxes 1,237, 125. 65 84, 569. 99
Total 9, 468, 024. 55 3,220, 047. 64

Note 22. Other accounts payable
Jun.30, 2007 Dec.31, 2006
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Other accounts payable
339, 897, 425. 03 293, 812, 654. 03

*The amount of 5% (including 5% above) shareholders unit accounts payable of the
Company in the ending balance of other accounts payable is RMB 110, 000,000.00.
** Other accounts payable with large ending balance:

Units in debt Amount Reason for no reimbursement

Sales expenses 154, 458, 907. 27 Not paid yet
Research and development cost 21,952, 347. 61 Not paid yet
Risk deposit 12,934, 988. 16 Not paid yet
Sichuan Industrial Institute of Antibiotics

4, 151, 805. 95 Not paid yet
Co. Ltd. (SIIA Co.Ltd.)
Cash deposit for performance bond 2, 599, 360. 00 Not paid yet

Total 196, 097, 408. 99

Note 23. Long-term loan
The balance of long-term loan at period-end is RMB 97,720,000.00, guaranteed loan,
and the time limit is from Aug. 24, 2006 to Aug. 24, 2008.

Note 24. Long-term accounts payable
Items Jun.30, 2007 Dec.31, 2006

Financial compensation for employees 827, 713. 46 1, 054, 352. 56

Note 25. Special accounts payable

Items Jun.30, 2007 Dec.31, 2006
Three items of funds appropriation
800, 000. 00 800, 000. 00
for S&T
Special account for medicine R&D
1, 000, 000. 00 1, 000, 000. 00
and manufacture base
Total 1, 800, 000. 00 1, 800, 000. 00
Note 26. Projected liabilities
Jun.30, 2007 Dec.31, 2006
Projected liabilities 23, 085, 874. 07 23, 085, 874. 07

*ShenZhen Accordance Pharm.chain Store Inc., subsidiary company of the Company,
will be punished accordingly for violating relevant provisions of Shenzhen
Administration Center of Social Insurance Fund and in accordance with the
punishment decision for violating rules of SSBF (2006) No.83 Notice released by the
center, the Company will withdraw projected liabilities of RMB 1,300,000.00.

Note 27. Share capital
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New shares
Items Dec.31, 2006
offering

|. Restricted shares 161,912,520
1. State-owned shares
2. State-owned legal person’s shares 112,786,386
3. Other domestic shares 49,126,134
Including: Domestic non-state-owned

49,126,134
legal person’s shares
Domestic natural person’s shares
4. Foreign shares
Including: Foreign legal person’s shares
Foreign natural person’s shares
1. Unrestricted shares 126,236,880
1. RMB Ordinary shares 71,351,280
2.Domestically listed foreign shares 54,885,600
3. Overseas listed foreign shares
4. Others
T 288149400 —
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Increase/decrease in this period (+, -)

Bonus

share

Capitalization of

Public reserve

Others Subtotal Jun.30, 2007
-39,977,088 -39,977,088 121,935,432
112,786,386
-39,977,088 -39,977,088 9,149,046
-39,977,088 -39,977,088 9,149,046
39,977,088 39,977,088 166,213,968
39,977,088 39,977,088 111,328,368
54,885,600
- - 288, 149, 400

*On April 14, 2006, the plan on Share Merger Reform of the Company was approved
with April 27, 2006 as the share alteration registration date, and the consideration plan
of 3 shares for each 10 shares was implemented for the circulation A share
shareholders on April 28, 2006, consideration shares entering the marker on that day.
The total share capital of the Company was altered into circulation shares
simultaneously. Of the total, the amount of restricted circulation shares was
161,912,520, accounting for 56.19% of the total share capital of the Company, and the

rest were unrestricted circulation shares.

Note 28. Capital reserve

Increase in Decrease in
Items Dec.31, 2006 ) . . ) Jun.30, 2007
this period this period
Share capital premium 15, 233, 102. 54 — — 15, 233, 102. 54
Equity investment reserve 1, 408, 676. 00 — — 1, 408, 676. 00
Other capital reserve 1, 402, 296. 00 e — 1, 402, 296. 00
Total 18, 044, 074. 54 - — 18, 044, 074. 54
Note 29. Surplus reserve
Increase in Decrease in
Items Dec.31, 2006 . . . . Jun.30, 2007
this period this period

Statutory surplus reserve 63, 684, 154. 51

63, 684, 154. 51
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Discretionary surplus reserve 19 735 448. 38 5,183. 00 — 19, 740, 631. 38

Total 83, 419, 602. 89 5,183.00 —- 83, 424, 785. 89

Note 30. Undistributed profit

Items Amount
Undistributed profit at year-begin 12, 267, 063. 66
Add: Current term net profit 59, 898, 446. 02

Gains and losses directly calculated into owners’equity -2, 914, 557. 59

Less: Withdrawal of statutory surplus reserve .
Withdrawal of discretionary surplus reserve —
Ordinary share dividend payable (Note) S
Ordinary share dividends converted to shares _—

Undistributed profit at period-end 69, 250, 952. 09

Note 31. Operating revenue
(1) Details about the operating revenue and operating cost as follows:

Amount in this period Amount in the last same period
Items Operating revenue Operating cost Operating revenue Operating cost

1. Income from main

) 3,222, 502, 184. 75 2,919, 227, 826. 72 2, 640, 614, 162. 37 2,339, 106, 777. 34
operation
2. Income from other

. 19, 729, 769. 79 2, 856, 531. 25 19, 917, 313. 66 3, 449, 435. 29
operations

Total 3, 242, 231, 954. 54 2,922, 084, 357. 97 2, 660, 531, 476. 03 2, 342, 556, 212. 63

(2) Details about the proportion of total sales revenue of the top five customers in the
total sales volume as follows:

Amount in this Amount in the
period last same period
Total amount of the top five of sales revenue 263,578,454.21 169,591,816.09
Proportion in sales revenue 8.18% 6.42%
(3) Business distribution
Items Income from main operation Cost of main operation
o ] Amount in the last o ) Amount in the last
Amount in this period . Amount in this period .
same period same period
Industry — medicine 314, 453, 247. 53 285, 362, 898. 15 205, 992, 447. 49 147,809, 471. 69

Commerce — medicine
3,070, 060, 324.88 2,781,599, 120. 63 2,929, 303,401.60 2,651,027,172.67
wholesale
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Commerce — medicine

sail 172,203, 070. 29 139, 060, 800. 09 129, 962, 045. 53 108, 790, 584. 83
retal
Non-medicine trade 9,226,214. 18 1, 404, 345. 49 - —
Leasehold 6, 725,231.92 3,438,871.21 2,557,262.79 2,161,612.92
B 3,572,668, 088.80 3,210,866, 035.57 3,267,815,157.41 2,909, 788,842. 11
sub—total
Reducing:mutual
counterbalance
350, 165, 904. 05 570, 251, 873. 20 348, 587, 330. 69 570, 682, 064. 77
between internal
professions
Total 3,222,502,184.75 2,640,614, 162. 37 2,919, 227,826. 72 2,339,106, 777. 34

(4) Area distribution

Items Sale in domestic market Sale in overseas market Total

Amount in this Amount inthe last ~ Amountinthis  Amount in the last Amount in this Amount in the last

period same period period same period period same period

Income from
main operation 3, 220, 785, 154. 68 2,638, 642, 158. 66 1,717, 030. 07 1,972,003. 71 3,222,502, 184,75 2,640,614, 162. 37

Cost of main

i 2,918, 180, 438. 38 2, 337,672, 015. 30 1,047,388.34 1,434,762.04 2,919,227,826.72 2,339,106,777.34
operation

Amount of parent company:
(1) Details about the operating revenue and operating cost as follows:

Amount in this period Amount in the last same period
Items Operating revenue  Operating cost ~ Operating revenue Operating cost
1. Income from main 627, 797, 323. 81 596, 507, 464. 36 587, 719, 870. 26 560, 867, 253. 94
operation
2. Income from other 1, 484, 920. 02 151, 607. 44 3, 200, 778. 42 159, 879. 35
operations
Total 629, 282, 243. 83 596, 659, 071. 80 590, 920, 648. 68 561, 027, 133. 29

(2) Details about the proportion of total sales revenue of the top five customers in the
total sales volume as follows:

Amount in this Amount in the last
period same period
Total amount of the top five of sales revenue 84,748,315.29. 28,444,103.00
Proportion in sales revenue 13.50% 4.84%

(3) Business distribution
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Items Income from main operation Cost of main operation
Amount inthis  Amountinthelast Amountinthis  Amount in the last
period same period period same period
Commerce —
. 627,797, 323. 81 587,719, 870. 26 596,507,464.36 560,867,253.94
medicine wholesale
(4) Area distribution
Items Sale in domestic market Sale in overseas market Total

Amount in this

period

Amount in the last

same period

Amount in the

Amount in
) ) last same
this period .
period

Amount in this Amount in the

period last same period

Income from main

operation 627, 797, 323. 81
Cost of  main

. 596, 507, 464. 36
operation

Note 32. Sales tax and affixation
Tax category
Sales tax
Tax on city maintenance and construction
Educational surtax
Other taxes
Total

587, 719, 870. 26 — —

560,867,253.94 -—- -

Amount in this period
962, 664. 20
1, 968, 025. 05
1, 618, 000. 30
6, 350. 14
4, 555, 039. 69

- 596,507,464.36

627,797, 323.81 587, 719, 870. 26

560,867,253.94

Amount in the last same period

654, 482. 99
1, 549, 021. 82
1,611, 190. 56

16, 667. 95
3, 831, 363. 32

Note 33. Financial expenses
Items

Interest expenses

Less: Interest income
Exchange gains and losses
Others

Amount in this period

Amount in the last same

Total

period
13,623, 117. 25 12, 150, 629. 69
1,977, 098. 94 2, 767, 554. 12
-497, 199. 07 —-
1,255, 022. 11 589, 728. 97
12, 403, 841. 35 9,972,804.54

Note 34. Assets depreciation losses

Amount in the last same

Items Amount in this period .
period
1. Loss on bad debts -995, 793. 70 -4, 576, 126. 60
2. Loss on inventory depreciation ~792, 598. 82 -287, 664. 30
Total -1, 788, 392. 52 -4, 863, 790. 90
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Note 35. Gains on investments
Invested units

Sinopharm  Traditional Chinese
(Shenzhen) Co. Ltd.

Shenzhen Main Luck Pharmaceuticals Inc.

Total

Amount of parent company:

Invested units

Sinopharm Traditional Chinese Medicine

(Shenzhen) Co. Ltd.

SHENZHEN ACCORDANCE
PHARMACY CHAIN STORE CO., LTD

Total
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Amount in this period

Amount in the last

same period
Medicine -791, 563. 17 355,512, 11
3,772, 814. 54 3, 625, 486. 78
2,981, 251. 37 3, 980, 998. 89

Amount in the last same

Amount in this period

=791, 563. 17

-791, 562. 52

period

355,512. 11

355, 512. 11

Note 36. Nonoperating revenues and expenses

(1) Nonoperating revenues
Items

Material surplus

Net income on disposal of fixed assets
Net amercement income

Others

Total

(2) Nonoperating expenses
Items

Net losses on disposal of fixed assets
Amercement expense

Donation expense

Others

Total

Note 37. Income tax

Items

Amount in this period

Amount in the last same

period
-— 11.80
125, 404. 59 351, 810. 12
32, 800. 60 18, 723. 00
45, 033. 72 100, 036. 46
203, 238. 91 470, 581. 38

Amount in the last same

Amount in this period

period
307, 756. 30 106, 802. 41
488, 840. 47 54, 309. 41
200, 000. 00 —
133, 004. 47 571, 479. 38
1, 129, 601. 24 732, 590. 80

Amount in the last same

Amount in this period

period
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Current income tax expenses

Deferred income tax expenses

15, 729, 297. 87

1, 338, 786. 07
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15, 685, 955. 79

1, 835, 434. 19

Total

17, 068, 083. 94

17, 521, 389. 98

Note 38. Other cash relating to operating activities

Amount in the last same

Items Amount in this period .
period

Other cash received relating to operating activities
Current accounts and other accounts 166, 477. 50 9, 481, 048. 79
Receipt of Rent 1, 405, 350. 10 2,214, 777.55
Discounts received from suppliers 33,976, 949. 30 28, 022, 049. 25
Receipt of deposit and cash deposit for performance bond 601, 636. 60 940, 037. 99
Amercement income 250. 00 39, 120. 00
Interest income 418, 684. 19 238, 380. 12
Receipt of accounts borrowed and returned by employees 1, 101, 552. 83 1, 624, 703. 64
Leasing income -— 1, 354, 653. 46
Others 21, 699, 106. 65 2, 885, 478. 14

Total 59, 370, 007. 17 46, 800, 248. 94
Other cash paid relating to operating activities
Current accounts and other accounts 29, 603, 894. 73 39, 081, 064. 72
maintenance costs 1,231, 925. 09 1, 302, 045. 93
Exhibition fees 10, 161, 059. 13 4,390, 817. 90
Business expenses 8, 045, 089. 42 9,033, 116. 05
Office expenses 5,216, 392. 21 5,801, 307. 18
Traffic and traveling expenses 5,108, 149. 97 5,023, 482. 51
Transportation expenses 6, 252, 072. 73 6,601, 992. 00
Water and electricity expenses 4,807, 320. 82 4,933,016. 33
Insurance premium 1, 595, 774. 70 1,011, 187. 15
Advertising fees 4,628, 719. 33 3,517,917. 62
Leasing expenses 22, 009, 646. 77 17,963, 578. 61
Academic promotion expenses — 5, 322, 866. 26
Sales promotion expenses 581, 277. 94 358, 798. 42
Deposit 437, 776. 00 1, 260, 279. 47
Amercement outlay 379, 481. 12 8,802. 10
Research and development expenses 3,753,577. 35 3, 553, 499. 30
Paying special counter accounts — 5,483, 139. 03
Other expenses 43, 371, 064. 68 22, 474, 450. 79

Total 147, 183, 221. 99 137,121, 361. 37
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Annotation 8. Supplement information about cash flow statement

Supplement information

Amount of consolidation
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Amount of company

1. Adjusting net profit to cash flows for operating activities:

Net profit
p 63,
Add: Provision for devaluation of assets 1
Depreciation of fixed assets, depletion of oil and gas asset,
and depreciation of productive biological assets 14,
Amortization of intangible assets
Amortization of long-term expenses to be apportioned 1
Loss on disposal of fixed, intangible and other long-term
assets
Loss on rejection of fixed assets
Loss on fair value alteration
Financial expenses 12
Investment loss 9
Decrease of deferred income tax assets 1,
Increase of deferred income tax liabilities
Decrease of inventories -1,
Decrease of receivables in operating -199,
Increase of payables in operating 173,
Others
Net cash flows arising from operating activities 59,

2. Significant investment and financing activities with no cash

incomings/outgoings involved

Capital transferred from debts
Convertible company bonds due within one year -—-
Fixed assets leasing for financing
3. Net alteration of cash and cash equivalents:
Balance of cash at the period-end

Less: Balance of cash at the period -begin

103, 837.

837, 381.

427, 435.

913, 229.

462, 159.

338, 481.

51, 775.

403, 841.

981, 251.

338, 786.

219, 144.
559, 862.

627, 996.

145, 582.

12

32

44

26

34

11

36

35

37

07

94

65

43

52

225, 930, 920. 32

205, 341, 835. 52

-1, 069, 492.

—-837, 009.

3,797, 388.

675, 421.

86, 622.

6, 383.

=299, 753.

791, 562.

-1, 374, 868.
-50, 865, 730.

-16, 220, 537.

-65, 310, 014.

72, 816, 683.

51, 149, 747.

58

74

39

48

90

79

90

52

93

41

87

35

39

14
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Add: Balance of cash equivalents at the period -end

Less: Balance of cash equivalents at the period -begin

Net increase of cash and cash equivalents 20, 589, 084. 80 21, 666, 936. 25

Annotation 9. Relation and transactions of related parties

() Particulars about related parties with controlling relationship:
1. Related parties with controlling relationship

(1) Particulars about related parties controlling the Company:

Name of Address of . . Rela_t|onsh|p Economic nature Legal
. . . Main operation with the .
enterprise registration c or type representative
ompany
Industrial investment controlling shares, trusteeship
] and assets reorganization of medical enterprises,
Sinopharm ) o . . . . Company of
o No.66 Sichuan medicine wholesale like Chinese traditional patent ~ Controlling o o
Medicine . . . . . limited liability
. Middle Road, medicine, chemical raw materials medicine, etc., shareholder of o Zheng Hong
Holding Co., . . . o (Domestic joint
Shanghai domestic trade (except special permission ) , and the Company
Ltd. venture)

logistics deliveryas well as relevant consulting
service, and so on.
(2) For related parties controlled by the Company, see Annotation 3.

2. The registered capital and its change of related parties with controlling relationship
(Unit of amount: RMB’0000):

Increase in this Decrease in

Name of enterprises Jan.1, 2007 . . . Jun.30, 2007
period this period
1 Sinopharm Medicine Holding Co., 163, 704 L L 163, 704
Ltd.
) Shenzhen Zhijun Pharmaceutical Co., 3,219 3. 681 L 6, 900

Ltd.
3 Shenzhen  Zhijun  Pharmaceutical 189 . - 189
Trade Co., Ltd.

Shenzhen Accord Medicine Logistics

4 100 — — 100
Co., Ltd.

5 Shenzhen Accord Medical Materials 600 . . 600
Co., Ltd.

6 Shenzhen Pharmaceutical 195 _ _ 195

Corportaion
Sinopharm Medicine Holding

! Guangzhou Co., Ltd. 5,000 o o 5,000

8 Shenzhen Accord Pharmaceutical 5. 000 o . 5, 000
Co., Ltd.

9 Shenzhen Accord Pharm Chain Store 1, 080 . . 1, 080

Co., Ltd.
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Sinopharm Medicine Holding

10  Jingzhou Xinlong Pharmaceutical
Co., Ltd.

1 Si_nopharm Medicine Holding
Liuzhou Co., Ltd.

12 Guangxi Accord Drugstore Chains
Co., Ltd

13 Guangxi Accord Traditional
Medicine Tablets Co., Ltd.
China National Medicines

14 Corporation Ltd. Guangzhou
Company
Guangzhou South Pharmaceutical

= Coporation

16 Guangzhou Uptodate & Special
Medicines Co. Ltd.

17 Guangzhou South Medical
Equipment Co., Ltd.

18 Guangdong South Storage
Corporation

19 Guangdong Yuexing Medicine Co.,
Ltd.

20 Guangzhou Accord Drugstore Chains
Co., Ltd.

’1 Guangdong Dongshi  Enterprises
Development Co., Ltd.

22 Guangzhou Qingyun Hotel Co., Ltd.

2,000

2, 053. 06 -
50 150

196

5,000

200

50

200

54

300

200

50

30 -
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2,000

2, 053. 06

200

200

5,000

200

50

200

54

300

200

50

30

3. The shares held by related parties with controlling relationship and the change
(Unit of amount: RMB’0000):

Jan.1, 2007
. Proportion
Name of enterprises
Amount of shares
held (%)
Sinopharm Medicine Holding 11, 278. 63
Co., Ltd. 39. 14
86
Shenzhen Zhijun 3,219. 00 100
Pharmaceutical Co., Ltd.
Shenzhen Zhijun
Pharmaceutical Trade Co., 189 100
Ltd.
Shenzhen Accord Medicine
Logistics Co., Ltd. 100 100
Shenzhen Accord Medical
600 100

Materials Co., Ltd.

Increase in this period Decrease in this period Jun.30, 2007
Proportion Proportion Proportion
Amount of shares Amount of shares Amount of shares
held (%) held (%) held (%)
- - - - 11, 278. 63
39. 14
86
3, 681 100 -— - 6, 900 100
189 100
o o o 100 100
o o o 600 100



10

11

12

13

14

15

16

17

18

19

20

21

22

Shenzhen Accord Pharmaceutical Co., Ltd.

Shenzhen Pharmaceutical

Corportaion

Sinopharm Medicine Holding
Guangzhou Co., Ltd.

Shenzhen Accord
Pharmaceutical Co., Ltd.
Shenzhen  Accord Pharm

Chain Store Co., Ltd.

Sinopharm Medicine Holding
Jingzhou Xinlong
Pharmaceutical Co., Ltd.
Sinopharm Medicine Holding
Liuzhou Co., Ltd.

Guangxi Accord Drugstore
Chains Co., Ltd

Guangxi Accord Traditional
Medicine Tablets Co., Ltd.
China National Medicines
Corporation Ltd. Guangzhou
Company
Guangzhou South
Pharmaceutical Coporation
Guangzhou  Uptodate &
Special Medicines Co. Ltd.
Guangzhou South Medical
Equipment Co., Ltd.
Guangdong South Storage
Corporation
Guangdong Yuexing
Medicine Co., Ltd.
Guangzhou Accord Drugstore
Chains Co., Ltd.
Guangdong Dongshi
Enterprises Development Co.,
Ltd.
Guangzhou Qingyun Hotel
Co., Ltd.

1378.97 100
4, 500 90
5000 100
1080 100
2,000 100
1, 047. 060 o1
6
50 100
4 100
100
5000
200 100
50 100
100 100
54 100
200 100
200 100
100
50
30 100

150

196
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1378.97
— — -— 4, 500

5000

1080

— — 2, 000

- — — 1, 047. 060
6

— — 200

200

5000

200

50

100

54

300

200

50

30

(1) Particulars about related parties without controlling relationship:

Name of enterprises

Beijing Zhongxin Medical Trading Company

Relationship with the Company

Of the samel ultimate controlling shareholder

100

90

100

100

100

51

100

100

100

100

100

100

100

100

100

100

100

Dongyuan Accord Pharm Chain Store Co., Ltd. Of affiliated company
Guangdong Dong Fang Uptodate & Special Medicines Co. Ltd. Of the samel ultimate controlling shareholder
Guangdong South Pharmaceutical Foreign Trade Corporation Of the samel ultimate controlling shareholder

Guangdong Renbo Medical Equipment Co., Ltd. Of the samel ultimate controlling shareholder



Shenzhen Accord Pharmaceutical Co., Ltd.

Guangdong Tianliang Medicine Co., Ltd.

Guangdong Zhongyue Medicine Materials Association Company
Guangxi Guoda Pharmacy Chains Co., Ltd.

Guangxi Wuzhou Huawu Medicinal Materials Co., Ltd.

Nanning Medicine Wholesale Station of Guangxi Zhuang
Autonomous Region

Sinopharm Medicine Industrials Co., Ltd.

Sinopharm Medicine Group Beijing Medical Equipment Co., Ltd.
Sinopharm Medicine Group Guorui Medicine Co., Ltd.

Sinopharm Medicine Group Chemical Reagent Co., Ltd.
Sinopharm Medicine Group Shanghai Medical Equipment Co.,
Ltd.

Sinopharm Medicine Group Northwest Medicine Co., Ltd.
Sinopharm Medicine Group Southwest Medicine Co., Ltd.

Sinopharm Medicine Group Medicines Corporation Ltd.
Sinopharm Medicine Holding Hubei Co., Ltd.

Sinopharm Medicine Holding Shanghai Co., Ltd

Sinopharm Group Medicine Holding Wuhan Co., Ltd.

Sinopharm Medicine Holding Beijing Huahong Co., Ltd

Sinopharm Medicine Holding Beijing Co., Ltd.

Sinopharm Medicine Guoda Pharmacy Co., Ltd.

Sinopharm Medicine Holding Hubei Xinlong Co., Ltd.

Sinopharm Medicine Group Pharmaceutical Holdings Hubei Co.,
Ltd.

Sinopharm Medicine Holding Hunan Tianjian Co., Ltd.

Sinopharm Medicine Holding Jiangsu Co., Ltd.

Sinopharm Medicine Holding Jingzhou Xinlong Medicine Co.,
Ltd.

Sinopharm Medicine Holding Nanning Co., Ltd.

Sinopharm Medicine Holding Shanxi Co., Ltd.
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Of the samel ultimate controlling shareholder
Of the samel ultimate controlling shareholder
Of the samel ultimate controlling shareholder
Of the samel ultimate controlling shareholder

Of the samel ultimate controlling shareholder

Of the samel ultimate controlling shareholder
Of the samel ultimate controlling shareholder
Of the samel controlling shareholder
Of the samel controlling shareholder

Of the samel ultimate controlling shareholder

Of the samel controlling shareholder
Of the samel controlling shareholder
Of the samel controlling shareholder

Of the samel controlling shareholder

Of the samel controlling shareholder

Of the samel controlling shareholder

Of the samel controlling shareholder

Of the samel controlling shareholder

Of the samel controlling shareholder

Of the samel controlling shareholder

Of the samel controlling shareholder

Of the samel controlling shareholder

Of the samel controlling shareholder

Of the samel controlling shareholder

Of the samel controlling shareholder

Of the samel controlling shareholder
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Sinopharm Traditional Chinese Medicine (Shenzhen) Co. Ltd.

Sinopharm Medicine Holding Shenyang Co., Ltd.
Sinopharm Medicine Holding Tianjin Co., Ltd.
Sinopharm Medicine Holding Zhejiang Co., Ltd.

Huahe Pharmaceutical Holding Co., Ltd.

Shanghai Sinopharm Wai Gaogiao Medicine Co., Ltd.
Shenzhen Main Luck Pharmaceutical Inc.

Suzhou Medicine Foreign Development Co., Ltd.

Tianjin East Bokang Medical Trade Co., Ltd.
Yunnan Medical Materials Co., Ltd.

China National Medical Materials Group Company

Sales Subdivision of China National Pharmaceutical Foreign Trade

Corp.

(1M Transaction of related companies
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Of the samel controlling shareholder and
affiliated enterprise

Of the samel controlling shareholder

Of the samel controlling shareholder

Of the samel controlling shareholder

Of the samel ultimate controlling shareholder

Of the samel controlling shareholder
Of affiliated company

Of the samel controlling shareholder

Of the samel controlling shareholder
Of the samel ultimate controlling shareholder

Of the samel ultimate controlling shareholder

Of the samel ultimate controlling shareholder

1. The mutual transactions among subdiadires which were with controlling
relationship and was brought into the scope of consolidated accouting statement of the
Company and the transaction between the parent and subdiadires has been offset.

2. Purchases of goods from related parties:
(1) Transaction scale

Name of enterprises

Amount in this period

Amount in the last same period

Shanghai Sinopharm Wai Gaogiao Medicine
Co., Ltd.

Sinopharm Medicine Holding Co., Ltd.

China National Medicines Corporation Ltd.
Guangdong South Pharmaceutical Foreign
Trade Corporation

Sinopharm Medicine Holding Tianjin Co., Ltd.
Guangdong Dong Fang Uptodate & Special
Medicines Co. Ltd.

264, 575, 596. 28
107, 596, 583. 01
66, 679, 846. 90

19, 494, 689. 48
6, 265, 716. 10

3,942, 987. 82

2

84, 882, 987. 63

57, 409, 480. 70

12,775, 858. 46
3,936, 585. 35

2, 820, 398. 69
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Sales  Subdivision of China  National
Pharmaceutical Foreign Trade Corp.
Sinopharm Medicine Holding Nanning Co.,
Ltd.
Sinopharm  Traditional Chinese Medicine
(Shenzhen) Co. Ltd.
Sinopharm Medicine Guoda Pharmacy Co.,
Ltd.
Shenzhen Main Luck Pharmaceutical Inc.
Suzhou Medicine Foreign Development Co.,
Ltd.
Sinopharm Medicine Group Chemical Reagent
Co., Ltd.
Sinopharm Medicine Group Shanghai Medical
Equipment Co., Ltd.
Sinopharm Medicine Holding Hunan Tianjian
Co., Ltd.
Sinopharm Medicine Group Beijing Medical
Equipment Co., Ltd.
China  National = Pharmaceutical ~ Group
Company
Sinopharm Medicine Holding Beijing Co., Ltd.
Guangdong Renbo Medical Equipment Co.,
Ltd.
Sinopharm Medicine Holding Shanghai Co.,
Ltd
Beijing Zhongxin Medical Trading Company
Guangdong Tianliang Medicine Co., Ltd.
Huahe Pharmaceutical Holding Co., Ltd.
Sinopharm Medicine Holding Hubei Xinlong
Co., Ltd.

Total
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3, 536, 533. 35

3, 144, 331. 58

1,797, 908. 16

2, 408, 198. 99
677, 029. 87

477, 876. 83

57, 264. 96

17, 173. 56

12,512. 82

8, 827. 44

5, 283. 30
3, 978. 36

479. 69

480, 702, 818. 50

3, 043, 487.

1, 045, 877.

1,973, 347.

1,477, 450.

1, 876, 332.

101, 247, 570.

10, 986, 544.

484, 736, 905.

839, 565.

35, 982.

55, 898.

5, 051.

106, 060.

21, 783.
179, 131.
17, 511.

98
75
89

30
40

47
91

50

19

00

61

11
51
11

43

99

(2) The price for purchasing was based on market price.

3. Sales of goods to related parties:
(1) Transaction scale

Name of enterprises

Amount in this period

Amount in the last same period

Sinopharm Medicine Holding Shenyang Co.,
Ltd.

Sinopharm Medicine Holding Hubei Co., Ltd.

89, 234, 135. 79

28, 460, 511. 55

27,655,077.76

11, 679, 960. 39
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China  National = Pharmaceutical  Group
Southwest Medicine Co., Ltd.

Sinopharm Medicine Holding Hunan Tianjian
Co., Ltd.

Sinopharm Medicine Holding Nanning Co.,
Ltd.

Sinopharm Medicine Holding Beijing Co.,
Ltd.

Sinopharm Medicine Holding Hubei Xinlong
Co., Ltd.

Tianjin East Bokang Medical Trade Co., Ltd.

Sinopharm Medicine Holding Jiangsu Co.,
Ltd.

Sinopharm Medicine Holding Co., Ltd.

Guangdong South Pharmaceutical Foreign

Trade Corporation
China National Medicines Corporation Ltd.

China  National = Pharmaceutical  Group
Medicine Logistic Co., Ltd. Guangzhou
Company

Sinopharm Medicine Holding Shanxi Co., Ltd.

Guangdong Dong Fang Uptodate & Special
Medicines Co. Ltd.

Suzhou Medicine Foreign Development Co.,
Ltd.

Sinopharm Medicine Guoda Pharmacy Co.,
Ltd.

Sinopharm Group Medicine Holding Wuhan
Co., Ltd.

Shenzhen Chinese and Western
Pharmaceutical Company

Sinopharm  Medicine  Holding  Beijing
Huahong Co., Ltd

China  National Pharmaceutical  Group
Northwest Medicine Co., Ltd.

Guangxi Wuzhou Huawu Medicinal Materials
Co., Ltd.

China  National Pharmaceutical  Group
Hangzhou Xinya Co., Ltd.

25,106, 557.

24, 081, 540.

21,401, 182.

7,498, 238.

3, 185, 043.

2,715, 436.

2,642, 019.

2, 567, 766.

2, 160, 035.

1,769, 017.

1, 324, 659.

1, 663, 655.

1, 013, 658.

790, 598.

601, 003.

469, 572.

330, 153.

196, 297.

45, 872.

39, 864.

18

29

54

40

46

09

03

89

93

35

83

12

79

29

58

64

84

43

90

11
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15, 329, 563. 78

22, 066, 062. 90

7,369, 379. 12

5, 415, 624. 60

21,941, 852. 57

1,321, 924. 25

877,230. 15

7,467, 374. 90

2,331,842. 71

6, 926, 062. 31

746, 539. 64

1, 661, 519. 95

7,349, 819. 95

9, 161, 300. 82

2, 540, 343. 83

401, 066. 67

13, 419. 49

137,976. 77
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Sinopharm  Medicine Holding  Jingzhou

Xinlong Medicine Co., Ltd. 10, 666. 67 20, 102. 56
Sinopharm  Traditional Chinese Medicine

(Shenzhen) Co. Ltd. 6, 424. 60 1, 538. 46
Sinopharm Medicine Holding Shanghai Co.,

Ltd. — 9, 930, 769. 23
Sinopharm Medicine Holding Tianjin Co., Ltd. 15. 938. 240. 64 929. 606. 076. 29
Guangdong Tianliang Medicine Co., Ltd. . 9.393. 08

Guangdong Zhongyue Medicine Materials

Association Company -— 1,398.72

Nanning Medicine Wholesale Station of

Guangxi Zhuang Autonomous Region -— 538, 807. 83
Total 233,252, 152.94 185, 501, 958. 73

(2) The price for sales was based on market price.

4. Balance of current accounts of related parties:
ltems Amount Or: Proportion in balance of total
accounts reveivable (payable)
Jun.30, 2007 Dec.31, 2006 Jun.30, 2007 Dec.31, 2006

Accounts receivable:

Sinopharm Medicine Holding Shenyang

Co., Ltd. 33, 455, 020. 30 33, 615, 850. 94 2.59% 2. 95%

China National Pharmaceutical Group

Southwest Medicine Co., Ltd. 12,619, 043. 81 9,894, 219. 70 0. 98% 0. 87%

Sinopharm  Medicine Holding Hunan

Tianjian Co., Ltd. 10, 198, 370.99 12, 733, 329. 66 0. 79% 1.12%

Sinopharm Medicine Holding Nanning Co.,

Ltd. 9,693, 262.82 17, 988, 146. 08 0. 75% 1. 58%

Sinopharm Medicine Holding Hubei Co.,

Ltd. 8, 354, 966. 11 4,819, 114. 52 0. 65% 0. 42%

Sinopharm Medicine Holding Zhejiang Co.,

Ltd. 52, 602. 20 5, 337. 60 - -—

Sinopharm Medicine Holding Beijing Co.,

Ltd. 2,769, 892. 03 1, 627, 750. 20 0.21% 0. 14%

Sinopharm Medicine Holding Tianjin Co.,

Ltd. 2,717,951. 05 -12, 649. 67 0.21% -

Sinopharm Medicine Holding Tianjin Co.,

Ltd. 2,414, 873. 86 1, 565, 136. 05 0. 19% 0. 14%

Sinopharm Medicine Guoda Pharmacy Co., 1,374, 778. 32 823, 639. 00 0.11% 0.07%
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Ltd.

Tianjin East Bokang Medical Trade Co.,

Ltd. 1, 007, 596. 50 649, 343. 75 0. 08% 0. 06%
Sinopharm Medicine Holding Co., Ltd. 894, 796. 56 1,018, 211. 36 0.07% 0. 09%
Sinopharm  Medicine  Holding  Hubei

Xinlong Co., Ltd. 891, 030. 25 4, 198, 456. 40 0.07% 0.37%
Sinopharm Medicine Holding Shanxi Co.,

Ltd. 784, 280. 30 357, 119. 40 0. 06% 0. 03%
China National Medicines Corporation Ltd. 584, 904. 00 476, 882. 78 0. 05% 0. 04%
Sinopharm  Medicine Holding Beijing

Huahong Co., Ltd 288, 000. 00 - 0. 02% -
Sinopharm Medicine Holding Jiangsu Co.,

Ltd. 236, 555. 84 532, 592. 36 0. 02% 0. 05%
Guangdong Dong Fang Uptodate & Special

Medicines Co. Ltd. 227,576. 54 164, 135. 00 0. 02% 0.01%
Guangdong South Pharmaceutical Foreign

Trade Corporation 3, 760. 00 881, 504. 47 -— 0. 08%
China National Pharmaceutical Group

Northwest Medicine Co., Ltd. 667. 20 667. 20 -— -
Sinopharm Traditional Chinese Medicine

(Shenzhen) Co. Ltd. -— 11, 200. 00 -— -
Sinopharm Group Medicine Holding Wuhan

Co., Ltd. S 1, 038, 842. 90 — 0. 09%
Guangdong Renbo Medical Equipment Co.,

Ltd. — 9, 086. 00 — -
Guangxi Guoda Pharmacy Chains Co., Ltd. -— 2, 110. 00 -— -—
Other accounts receivable:

Sinopharm Group Group Medical Logistics

Co., Ltd. 315, 400. 00 - 0. 50% -—
Accounts payable:

Shanghai  Sinopharm  Wai  Gaogiao

Medicine Co., Ltd. 88,929, 133.70 46,091, 471. 79 8.61% 4. 82%
China National Medicines Corporation Ltd. 19,397, 642.54 14, 390, 972. 26 1. 88% 1. 50%
Sinopharm Medicine Holding Shanghai Co.,

Ltd. 5,913,799.92 40, 016, 352. 02 0.57% 4. 18%
Guangdong South Pharmaceutical Foreign

Trade Corporation 3, 988, 970. 40 1, 259, 667. 97 0. 39% 0. 13%
Sinopharm Medicine Guoda Pharmacy Co.,

Ltd. 2,609, 779. 81 441, 336. 00 0. 25% 0. 05%
Sales Subdivision of China National 1, 085, 513. 83 903, 327. 15 0.11% 0. 09%
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Pharmaceutical Foreign Trade Corp.

Sinopharm Traditional Chinese Medicine

(Shenzhen) Co. Ltd. 944, 499. 19 1, 415, 046. 15 0. 09% 0. 15%
Guangdong Dong Fang Uptodate & Special

Medicines Co. Ltd. 901, 056. 49 1,526, 622. 47 0. 09% 0. 16%
Sinopharm Medicine Holding Tianjin Co.,

Ltd. 801, 646. 71 814, 508. 31 0. 08% 0. 09%
Shenzhen Main Luck Pharmaceutical Inc. 800, 390. 98 903, 875. 14 0. 08% 0. 09%
Beijing  Zhongxin  Medical  Trading

Company 279, 831.70 279, 831.70 0. 03% 0. 03%
Sinopharm Medicine Holding Nanning Co.,

Ltd. 77,090. 73 979, 908. 47 0.01% 0. 10%
Sinopharm  Group Shanghai  Medical

Equipments Co., Ltd. 45,001. 48 60, 803. 73 — 0.01%
Sinopharm Medicine Group Chemical

Reagent Co., Ltd. 19, 658. 12 787. 68 - -
Shenzhen Chinese and Western

Pharmaceutical Company 14, 141. 34 - -— -—
Sinopharm  Medicine Holding Hunan

Tianjian Co., Ltd. 12,512. 82 - - —-—
Sinopharm Medicine Holding Hubei Co.,

Ltd. 11, 495. 66 11, 495. 66 -— -—
Guangdong Renbo Medical Equipment Co.,

Ltd. 10, 311. 11 10, 311. 11 - -—
Sinopharm Medicine Holding Co., Ltd. 9, 489. 07 6, 281. 81 -— —
Sinopharm  Medicine  Group  Beijing

Medical Equipment Co., Ltd. 8,827.77 12, 186. 57 _— —
Guangdong Tianliang Medicine Co., Ltd. 7,575.22 7,575.22 -— -—

China National Pharmaceutical Group

Company 5, 283. 30 177, 288. 00 — 0. 02%
Sinopharm Medicine Holding Beijing Co.,

Ltd. 3, 978. 36 3, 978. 36 — -
Sinopharm Group Guorui Pharmaceutical

Co., Ltd. 3, 731.50 3, 731.50 — -
Guangxi  Wuzhou Huawu Medicinal

Materials Co., Ltd. 2, 769. 23 2, 769. 23 — —
Nanning Medicine Wholesale Station of

Guangxi Zhuang Autonomous Region 2, 755. 56 2, 755. 56 — —
China National Pharmaceutical Group

Shanghai Company 925. 77 3,491. 21 -— -—
Sinopharm  Medicine Holding Beijing

Huahong Co., Ltd 857. 44 857. 44 -— -—
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Huahe Pharmaceutical Holding Co., Ltd. —= 4, 456. 56 —=
Yunnan Chemical Materials Co., Ltd. - 9, 815. 39 -
Sinopharm Medicine Industrials Co., Ltd. - 1, 107. 69 -—

China National Pharmaceutical Group

Tianjin Company -— 6, 031. 20 -—

Other accounts payable:

Sinopharm Medicine Holding Co., Ltd. 110, 000, 000. 00 80, 000, 000. 00 32.49%
Sinopharm Group Medical Logistics Co.,

Ltd. 350, 000. 00 — 0. 10%

5. Other related transaction issues

(1) Sinopharm Medicine Holding Guangzhou Co., Ltd., subsidiary of the Company,
assumed the buyer’s paying interest arising from discount on notes payable opened by
the subsidiary in the following relared companies in the first half year of 2007: China
National Medicines Corporation Ltd. of RMB 474,228.80, Sinopharm Medicine
Holding Co., Ltd. (Shanghai Branch) of RMB 1,121,092.68, and Shanghai Sinopharm
Wai Gaogiao Medicine Co., Ltd.of RMB 1,261,729.48.

(2) Sinopharm Medicine Holding Guangzhou Co., Ltd., subsidiary of the Company,
has borrowed funds from Sinopharm Medicine Holding Co., Ltd. since Year 2003,
and assumed the current funds occupation fees of RMB 2,559,712.50 in all in the first
half year of 2007.

Annotation 10. Contingent issues

(1)Contingent liability from unsettled lawsuit or arbitration:

ShenzZhen Accordance Pharm.chain Store Inc., subsidiary company of the Company,
will be punished accordingly for violating pertinent regulations of Shenzhen
Administration Center of Social Insurance Fund and in accordance with the
punishment decision for violating rules of SSBF (2006) No.83 Notice released by the
center, the Company will withdraw projected liabilities of RMB 1,300,000.00.

(2) Ended Jun.30, 2007, the contingent liability of the Company from providing debt
guarantee for related parties and other units:

Line of
credit of utilized parts
Warrantor Warrantee Currency Term of Guarantee
guarantee (RMB’0000)
(RMB’0000)
Sinopharm
Shenzhen Accord  Medicine
Pharmaceutical - Holding RMB 31, 000 23,081  2006.03.27-2007.12.31
Co., Ltd. Guangzhou Co.,
Ltd.

Shenzhen Accord Shenzhen RMB 10,000 9,772 2006.08.17-2008.08.17

27. 24%

Influnence
on finance
of the
Company

No
unfavorable

influence

No
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Pharmaceutical Zhijun unfavorable
Co., Ltd. Pharmaceutical influence
Co., Ltd.
Shenzhen
Shenzhen Zhijun
] Accord No adverse
Pharmaceutical RMB 5,000 500 2006.09.15-2007.09.15
Pharmaceutical influence
Co., Ltd.
Co., Ltd.
Shenzhen
Shenzhen Zhijun
Accord No adverse
Pharmaceutical RMB 5,000 2006.07.18-2007.07.18
Pharmaceutical influence
Co., Ltd.
Co., Ltd.
Shenzhen
Shenzhen Zhijun
Accord No adverse
Pharmaceutical RMB 6,000 5,992 2006.11.14-2007.11.14
Pharmaceutical influence
Co., Ltd.
Co., Ltd.
Shenzhen
Shenzhen Zhijun
Accord No adverse
Pharmaceutical RMB 1,000 2006.12.04-2007.12.04
Pharmaceutical influence
Co., Ltd.
Co., Ltd.
Shenzhen Zhijun
Pharmaceutical
Co.,, Ltd. And Shenzhen
Sinopharm Accord No adverse
RMB 6,000 5,471 2006.10.08-2007.10.08
Medicine Pharmaceutical influence
Holding Co., Ltd.
Guangzhou Co.,
Ltd.
Shenzhen
Shenzhen Zhijun .
. Zhijun No adverse
Pharmaceutical U.S.dollar 2,320 2,142 2007.03.05-2008.03.05
Pharmaceutical influence
Co., Ltd.
Trade Co., Ltd.
) ] Sinopharm
China  National
o Medicine
Medicine Group . No adverse
Holding RMB 12,680 10,076 2005.06.15-2008.06.15 )
Guangzhou Co., influence

Ltd.

Guangzhou Co.,
Ltd.

Annotation 11. Other important issues
There are no other undisclosed important issues of the company that needed to
be disclosed.

Annotation 12. Annotation information
(1) Comparing the adjustment process of profit statement
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Adjustment items of profit statement
(January-June, 2006)

Items Before adjustment

After adjustment

Gains from investment
Income tax

Administrative expenses

Loss on asset depreciation

Net profit

=507, 273. 09

15, 685, 955. 79

78, 563, 323. 24

47,636, 718. 85

3, 980, 998. 89

17, 521, 389. 98

83,427, 114. 14

-4, 863, 790. 90

43, 043, 716. 68

* The aforesaid was net profit deducting the gains and losses of minority
shareholders.
(2) Reconciliation statement of differences between the net profit after the
simulated implementation of New Accounting Standards during January-June,
2006 and the net profit disclosed in the 2006 Semi-annual Report as follows:

Adjustment statement of net profit difference of January-June, 2006

Items

Amount

Net profit of January-June, 2006
(Former Accounting Standards )

Tracing the total amount of influence
of adjustment itens

Including: Gains from investment
Income tax

not-confirmed investment loss

Reducing the Minority shareholder
profit and loss of influence of
adjustment itens

Net profit of January-June, 2006
(New Accounting Standards)

47, 636, 718. 85

-4, 776, 545. 59

4,488, 271. 98

-1, 835, 434. 19

=7, 429, 383. 38

—-183, 543. 42

43,043, 716. 68

(3) Adjusting the owner’s equity listed and reported according to former
accounting system to the owner’s equity listed and reported according to
enterprise accounting standards

1. Adjustment of owner’s equity on Jan.1, 2006

Items Before adjustment

After adjustment

Share capital

Capital reserve

Surplus reserve

288, 149, 400. 00

17,741, 872. 48

71,732,731. 22

288, 149, 400. 00

17,741, 872. 48

71,732, 731. 22
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Undistributed profit -30, 015, 108. 42 —

Total 46, 112, 373. 89 —5,477,227. 21

2. Adjustment of owner’s equity on Jun.30, 2006

Items Before adjustment After adjustment
Share capital 288, 149, 400. 00 288, 149, 400. 00
Capital reserve 17,741, 872. 48 17,741, 872. 48
Surplus reserve 71,732, 731. 22 71,732, 731. 22
Undistributed profit -37, 238, 908. 03 —
Owner’s equity attributable
to parent company 76, 375, 586. 20 -18, 180, 667. 36
Minority shareholders’equity — -6, 423, 829. 25
Total 416, 760, 681. 87 359, 443, 336. 34

Annotation 13. Approval of accounting report

The financial statement of the Company has been approved by Board of
Directors of the Company (or higher level administrative department) on
08/08/2007.

Section VIII. Documents Available for Reference

1. Accounting statements carried with signatures and seals of the legal representative,
chief financial supervisor and person in charge of accounting affairs;

2. Originals of all documents and manuscripts of public notices of the Company
disclosed in public in Securities Times and Wen Wei Po designated by CSRC in the
report period;

3. Original of Semi-annual Report with signature of Chairman of the Board.

4. The place where the semi-annual report is prepared: Secretariat of the Company,
AP Building, No. 15 Ba Gua 4" Rd., Futian Dis., Shenzhen

5. The report is prepared in Chinese and English. Shall there exist any differences
between the two versions, Chinese version shall prevail.

Chairman: Chen Weigang
Board of Directors of

Shenzhen Accord Pharmaceutical Co., Ltd.

August 8, 2007
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