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山东新华制药股份有限公司

Shandong Xinhua Pharmaceutical Company Limited

（a joint stock limited company established in the People’s Republic of China with limited liability）
（Stock Code: 0719）
2009 ANNUAL RESULTS ANNOUNCEMENT

The board of directors (the “Board”) and directors (“Directors”) of Shandong Xinhua Pharmaceutical Company Limited (the “Company”) hereby announces the audited consolidated results of the Company and its subsidiaries (the “Group”) for the year ended 31 December 2009. The following financial information has been prepared in accordance with Hong Kong Generally Accepted Accounting Principles (“HKGAAP”) and the People’s Republic of China (“PRC”) accounting standards. This results announcement (the “Announcement”) is summarised from the annual report (the “Annual Report”) and investors are advised to read the full text of the Annual Report to understand the full details. 

The Announcement is published in Chinese and English. If there are any discrepancies between the Chinese version and the English version, the Chinese version shall prevail. 
I.
Financial summary

(i)
Prepared in accordance with HKGAAP (Audited)

Consolidated Income Statement
	Item
	2009

RMB’000
	2008

  RMB’000

	2007

RMB’000

	Revenue
	2,295,101 
	2,077,753 
	1,865,568 

	Profit before taxation
	116,388 
	41,447 
	37,364 

	Income tax (expense) / credit 
	(13,008)
	(5,677)
	400 

	Profit for the year
	103,380 
	35,770 
	37,764 

	Minority interests
	3,693
	5,706 
	5,946 

	Profit attributable to owners of the Company
	99,687 
	30,064 
	31,818 


Consolidated Statement of Financial Position
	Item
	2009 
RMB’000
	2008

RMB’000
	2007 

RMB’000

	Total assets
	2,636,363 
	2,159,424 
	2,260,100 

	Total liabilities
	(955,542)
	(659,144)
	(526,061)

	Minority interests
	(36,318)
	(33,746)
	(50,793)

	Equity attributable to owners of the Company
	1,644,503 
	1,466,534 
	1,683,246 


(ii)
Prepared in accordance with PRC accounting standards (Audited)

	Item
	2009

  RMB

	2008

RMB
	Change as compared to the last year (%)
	2007

RMB

	
	
	
	
	Before adjusted
	After adjusted

	Operating income
	2,321,927,213.25
	2,096,963,709.91
	10.73 
	1,886,978,951.19
	1,886,978,951.19

	Profit before taxation
	119,373,878.21
	46,040,186.22
	159.28 
	46,510,493.48
	46,510,493.48

	Profit attributable to the equity shareholders of parent company
	102,244,346.19
	33,965,477.41
	201.02 
	32,723,034.60
	32,723,034.60

	Profit attributable to the equity shareholders of parent company after extraordinary loss
	109,058,885.67
	43,449,423.86
	151.00
	9,959,541.29
	9,793,035.79

	Net cash flow from operating activities
	344,795,891.77
	103,479,359.78
	233.20 
	120,591,043.84
	120,591,043.84

	Net cash flow from operating activities per share
	0.75
	0.23
	226.09
	0.26
	0.26

	Total assets  
	2,626,187,060.38
	2,161,734,318.69
	21.49 
	2,270,714,981.14
	2,263,193,375.71

	Total equity attributable to holders of parent company
	1,633,645,846.35
	1,453,252,991.36
	12.41 
	1,665,960,952.04
	1,665,960,952.04

	Earnings per share  
	0.22
	0.07
	214.29
	0.07
	0.07

	Net assets per share attributable to holders of parent company 
	3.57
	3.18
	12.26
	3.64
	3.64

	Return on equity of weighted average (%)
	6.83
	2.03
	Increase 4.80 points
	2.40
	2.40

	Return on equity of weighted average after extraordinary loss (%)
	7.28
	2.59
	Increase 4.69 points
	0.73
	0.72


(iii)
Reconciliation of accounts prepared in accordance with PRC accounting standards and HKGAAP

	
	Profit attributable to owners of the Company

RMB
	Net assets

RMB

	
	2009
	2008
	As at 31 December 2009
	As at 1 January 2009

	Prepared under HKGAAP
	99,687,000.00
	30,064,000.00
	1,644,503,000.00
	1,466,534,000.00

	Prepared under PRC accounting standards
	102,244,346.19
	33,965,477.41
	1,633,645,846.35
	1,453,252,991.36

	HKGAAP adjustments:

	Deferred taxation
	427,653.81
	692,000.00
	(1,914,846.35)
	(2,343,991.36)

	Depreciation charge due to revaluation in previous years
	(1,432,000.00)
	(409,000.00)
	(21,300,000.00)
	(19,868,000.00)

	Provision for education fund
	(1,421,000.00)
	786,000.00 
	12,772,000.00 
	14,193,000.00 

	Provision  for welfare expenses
	0.00 
	(4,993,000.00)
	0.00 
	0.00 

	Surplus from revaluation for listing of H Shares
	0.00 
	0.00 
	21,300,000.00 
	21,300,000.00 

	Others
	(132,000.00)
	22,522.59 
	0.00 
	0.00 

	HKGAAP adjustments total
	(2,557,346.19)
	(3,901,477.41)
	10,857,153.65 
	13,281,008.64 


II.
DIVIDENDS

The Board has announced and proposed a final dividend for the year ended 31 December 2009 of RMB0.05 per share in the Company (the “Share”) (approximately HK$0.057 per Share, including income tax) on 307,312,830 A Shares and 150,000,000 H Shares in issue. The proposed dividend is subject to approval by the shareholders of the Company at the Company’s annual general meeting for the year 2009.

III.
MAIN BUSINESS AND FINANCIAL SITUATION

The Group is mainly engaged in the development, production and sale of bulk pharmaceuticals, preparations, chemical products and other products. The profit of the Group is mainly attributable to its principal operations.
Analysis of financial situation and operating results in accordance with PRC accounting standards

Total assets of the Group as at 31 December 2009 increased by 21.49% or approximately RMB464,453,000 to approximately RMB2,626,187,000, as compared with the figure at the beginning of the year of approximately RMB2,161,734,000. The increase in total assets was mainly due to the increase of fair value of financial assets available for sale, cash and operation profits.

Cash of the Group as at 31 December 2009 increased by 68.77% or approximately RMB163,770,000 to approximately RMB401,894,000, as compared with the figure at the beginning of the year of approximately RMB238,124,000. The increase in cash was mainly due to facts that the net cash flow from operating activities of the Group increased approximately RMB241,317,000 as compared with last year and the bank loans increased.
Total equity attributable to the shareholders of the Company as at 31 December 2009 increased by approximately 12.41% or RMB180,393,000 from approximately RMB1,453,253,000 at the beginning of the year to approximately RMB1,633,646,000. This increase was mainly attributable to the increase of fair value of financial assets available for sale and operation profits this year.

The total liabilities of the Group as at 31 December 2009 were approximately RMB956,224,000, representing an increase of approximately 41.72% or RMB281,488,000, as compared to approximately RMB674,736,000 at the beginning of the year. The increase was mainly attributable to part of the loans obtained by the Group from the bank to ensure the supply of funds, which increased the loans, at the same time, the Company received some relocation compensation from government and was included in deferred income, resulting in a relatively large increase in the total liabilities.

Operating profit of the Group for 2009 and profit attributable to the Company’s shareholders for 2009 amounted to approximately RMB135,909,000 and approximately RMB102,244,000 respectively, representing a great increase compared with those of the previous year. The increase was mainly attributable to the strengthened management of the Group, the decrease in the costs of raw materials, further development of the Company’s leading role in the field of bulk pharmaceuticals, stabilization of the market price of major bulk pharmaceuticals, at the same time, the Company tackled key technological problems and reduced the consumption of raw material and power, and there is an increase in the gross profit of the Company’s products.

The Group’s net increase in cash and cash equivalents for the year 2009 was approximately RMB180,731,000. The changes in net amounts of cash and cash equivalents was mainly due to the more increase of net cash flow from operating activities, of which the net increase for 2009 was approximately RMB241,317,000.

Analysis under HKGAAP

As at 31 December 2009, the current ratio and the quick ratio of the Group was 174.64% and 119.42% respectively, and the rate of accounts receivable turnover (rate of accounts receivable turnover = revenue/average trade and bill receivables×100%) and the rate of stock turnover (rate of stock turnover = cost of sales/average inventories×100%) were 878.39% and 570.26% respectively.

The Group’s demand for working capital did not show significant seasonal fluctuation through the year.

The Group’s main source of funds were loans from financial institutions. As at 31 December 2009, the total amount of outstanding bank loans was approximately RMB394,024,000. As at 31 December 2009, cash on hand and in bank of the Group amounted to approximately RMB401,894,000 (including bank acceptance drafts deposits of approximately RMB37,496,000). 

The Group has stringent internal control systems for cash and fund management to strengthen its financial management. The Group maintained a good level of liquidity and had strong debt repayment ability.

The Company invested an additional RMB50,000,000 in cash in Xinhua Pharmaceutical (Shouguang) Company Limited in 2009.

Apart from the above transactions, the Group did not have any significant investment, acquisitions or asset disposals during this reporting period.

As at 31 December 2009, the number of staff employed by the Group was 5,298, and the total amount for salaries and wages for 2009 was approximately RMB153,582,000.

As at 31 December 2009, there was no charge on the Group’s assets.  
The debt-to-capital ratio of the Group was 23.96% (debt-to-capital ratio = total borrowings / equity attributable to owners of the Company ×100%).

The bank balance of the Company will mainly be used as working capital for production and research and development.

The assets and liabilities of the Group were mainly recorded in Renminbi. For the year ended 31 December 2009, the revenue from the Group’s exports was approximately US$133,685,000, which may suffer from the risks associated with the fluctuation of exchange rates. Therefore, the Group has taken the following measures to lower the risks from the fluctuation of exchange rates: (1) the Group has increased the price of its export products to decrease the risks from the fluctuation of exchange rates; (2) the Group has made arrangements with overseas customers when entering into significant export contracts that the risks associated with the fluctuation in exchange rates shall be borne by both parties if the fluctuation exceeds the range of exchange rate fluctuation agreed by both parties.
IV.
business review

In 2009, the Group's production and operation, especially international trade, were aggravated by the international financial crisis. In face of such complicated external environment, the Group actively looked at ways to devise targeted strategies and took pragmatic and effective measures. With concerted efforts of its staff, the net profit for the whole year of the Group increased significantly and hit record high.

1. Emphasized on marketing, costs reduction and technological progress to increase profitability.

The Group actively expanded its footprint to new markets, highlighted preparation marketing and expanded preparation market. Leveraging its dominant position in the pharmaceutical industry, the Group stabilized market prices of major bulk pharmaceuticals. Making the best of product differentiation and distinct competitive edges, it also established its presence in overseas markets. Although export revenue dropped by 4.6% as compared with that of 2008, exports regained momentum after contraction. The Group maintained double-digit growth in sales revenue in 2009.

Strengthened procurement and supply management. The Group kept abreast of market dynamics and took advantage of its strong liquidity position and sound reputation to optimize supplier structure and build an optimum supply chain, thereby reducing procurement costs significantly. In 2009, the purchase cost of raw materials of the Group declined as compared with last year.

By developing new markets actively, stabilizing prices of major products, reducing purchase costs and making technical advancement, the Group’s profit increased significantly in 2009.

2. Highlighted structural adjustment, enhanced the proportion of preparation practices and optimized projects to lay solid foundation for corporate development
Preparation products sales achieved double-digit growth for three consecutive years through adjustments to product mix and increase in the proportion of sales of preparation products. The Group achieved a preparation sales amount of approximately RMB472,812,000, representing an increase of 16.95% over 2008. Preparation products sales accounted for 29.98% of sales of industrial products, representing an increase of 3.13 percentage points over the previous year. The adjustment to the product mix marked remarkable success.

Optimized the structure of our industrial zones. The Company focused on the construction project of Xinhua Pharmaceutical (Shouguang) Company Limited, a wholly owned subsidiary of the Company, secured pharmaceutical intermediates supply, perfected the project assessment system, strengthened the chain management and strived to minimize construction costs, thereby improving the overall competitiveness of the Company.

3. Focused on research and innovation, grasped reforms, speeded up exploitation to add new frontiers of growth for the Company

In order to spark enthusiasm and encourage initiative of our researchers, quicken our pace of linking scientific research results with industrialization and promote scientific research system reforms, three management regimes such as “Incentive Measures for Technical Advancement” were formulated and revised in 2009.

During this year, the Company’s eight research projects were included in the national science and technology plan, the Company obtained certifications of production for two products from the State Food and Drugs Administration of the PRC, and a number of new products passed on-site inspection or entered technical review stage. The Company was also recognized as the first group of high-tech enterprises in Shandong Province, and passed the annual review of the State Enterprise Technology Center.

4. Focused on management innovation, pressed ahead with improvement of technology and quality, rationalized ownership, and enhanced corporate competitiveness.

By deepening efforts in promoting the program “Year of breakthroughs in technology and quality”, the Company made breakthroughs in 17 projects of technical quality in 2009. The Company saved raw materials worth approximately RMB3,608,000.

The Group expedited technological advancement with a focus on the application of “Four new technologies ” for strengthening the management on energy saving and emission reduction, and achieved energy saving of approximately RMB 25,030,000 in 2009.With a 12.98% decrease in energy consumption of RMB10,000 from last year, the Group was credited as the pioneer enterprise for energy saving in the province and the city. It had also met all safety and environment protection indicators, fulfilled targets and passed inspection tests. Thus, it was credited as the pioneer enterprise for “safety month activity” by Shandong Province.

Strengthened baseline management across the organization. The Company successfully passed the GMP authentication for injection, ointment, nine pharmaceutical products, three solid dosage lines and one healthy product. One product passed HACCP authentication and three products passed EDQM on-site inspection and re-inspection. Our wholly-owned subsidiaries, Zibo Xinhua Pharmacy Chain Company Limited and Shandong Xinhua Medical Trade Company Limited, successfully passed GSP license review inspection. Quality system, environment system and detection system passed reviews successfully.

The Company actively adjusted the equity relationship in subsidiaries. During the year, the Company completed the registration procedure for converting three non-wholly owned subsidiaries into wholly-owned subsidiaries of the Company. The Company also completed the procedure for change of foreign shareholder of and adjustment to shareholding proportion in Shandong Xinhua Pharmaceutical (Europe) GmbH. In addition, The Company commenced the procedure to transfer our equity interests in two entities with our equity participation.
V.
Prospects

As the global economy starts to pick up in 2010, the external environment will be more favorable for corporate development, and international trade will recover. The Chinese government carries forward new medical reforms, implements and expands medical insurance policies and expands medical insurance coverage. These measures are set to help pharmaceutical enterprises gather pace. 

The global economy, however, is still shrouded in the mist of uncertainties as the impact of the international financial crisis remained deep. With escalating prices of chemical raw materials and packaging materials and governments’ promotion of procurement by bidding, pressure on price decrease of finished products mounted. In addition to fluctuations in the exchange rate of Renminbi, profit growth of the Company will slow down.

In 2010, the Group will adhere to its business philosophy of “striving for organic growth, expanding market, restructuring business, and promoting development”, with a focus on the following:

1. Develop rational plans and develop products to lay the foundation for a quantum leap

The Company will reasonably participate in all industrial zones and improve its construction projects from a strategic viewpoint. Taking advantage of the relocation of its headquarters, the Company will optimize its structure to upgrade products. With adherence to high standards, it will attach much importance to pharmaceutical intermediates supply and recycling and focus on the planning of Shouguang Park construction projects.

Define plans to chart its course and focus on key products. The Company will expand and strengthen its existing premium products of bulk drugs, open up markets of pharmaceutical raw materials with new growth and increase research efforts of a small variety of specialty pharmaceutical products by both imitation and innovation. The Company aims at achieving product sales of more than RMB100 million through one single preparation product and increase the share of preparation sales in industry sales. 

Explore new ways of external partnership, seize opportunities of negotiations for external cooperative projects and organize the outsourced processing of existing preparation products.

2. Insist on technological innovation and focus on implementation to take structural adjustment a step forward

The Company will continue its efforts in studies and research on the industry and, by striking a balance among long-term, mid-term and short-term targets, the Company will focus on forward-looking products and produce products of good efficacy, high added value and excellent profit, especially new drugs that are valuable for anti-hypertensive, anti-high blood lipids and anti-high blood sugar purposes, and complete sequence of development varieties to achieve breakthroughs. The Company will grasp the exploitation of new dosage forms of preparations.

The Company will ensure investment for scientific research and technology, further reform and set up incentive and constraint systems in scientific research and encourage input and creativity of scientific and technical personnel. The Company will diligently apply for approvals for clinical trials and production of new products . It will also pay due attention to new products reserve and speed up the progress of bringing scientific research result into practice.

3. Continue to expand market and strive to increase profits
The Company will set up the annual market target of main raw material medicine, reinforce the traditional bulk pharmaceuticals market and actively explore new market, expand the proportion of direct users in international trade of material importance. The Company will seriously study the new policies of relevant preparation products, actively respond to new conditions, implement specific measures , implement strategy of product focus and actively develop a broad mix of preparation products.

The Company will capture market and industry changes, and stabilize prices of main products. The Company will expand its market share of products that promise growth and turn the products into new economic growth points, and ensure the steady increase in the sales of key profitable products and increase in the market share of its major products.

The Company will make use of its domestic and overseas multi-channels, further improve the parity tender management, open up new suppliers, increase the proportion of direct procurement, and pragmatically strengthen the management and control across the entire process of procurement.
While ensuring smooth construction of Shouguang Park project to cater for internal needs, we will also pay due attention to sell products of Shouguang Park both in China and overseas, so as to cultivate new growth points for the Company. 

4. Enhance management to ensure the healthy operation of enterprise
The Company will strictly implement the "three first" principle, that is quality first, safety first, environmental protection first, adhere to one-vote  veto system and put  energy-saving and emission reduction high on agenda. The Company will improve the internal wasted water online measurement system by online energy management system. 

The Company will formulate practical measures to carry out the progress of more than 30 research topics that have been included in the annual technical quality of research plan, work hard for the technology quality research, certification audit and on-site management, regard the on-site management as a breakthrough in upgrading technological and quality level, combining it with technology quality management, certification audit and etc, improve on-site assessment.

The Company will focus on cost analysis and budget control, carry out the comprehensive budget management and avoid operational risk. The Company will comprehensively promote lean production and further improve the ERP system.
In 2009, the Group’s staff had the same mind, put effort together, overcame numerous difficulties and achieved various targets set for the year with remarkable success, with net profit posting an all-time high. Looking into 2010, the Board believes, by addressing challenges and seizing opportunities and with the concerted efforts and hard work of all the staff , we are confident in delivering satisfactory returns to shareholders.
VI.
Important Issues

Staff and Remuneration

The Group’s staff remuneration was determined in accordance with State policies, the Company’s profit in the corresponding period and the average income of local residents.

As at 31 December 2009, the number of staff employed by the Group was 5,298, and the total amount of their salaries and wages for the year 2009 was approximately RMB153,582,000.

Purchase, Sale or Redemption of the Company’s Listed Securities

During the year ended 31 December 2009, the Company did not redeem the Company’s listed securities. Neither the Company nor its subsidiaries, purchased, sold or redeemed any of the Company’s listed securities.

Connected Transactions

Significant connected transactions carried out in the normal course of the Group’s business are summarised as follows:
	Item
	2009

 RMB’000
	2008 
RMB’000

	With immediate holding company

Shandong Xinhua Pharmaceutical Group Company Limited (“SXPGC”) and its subsidiaries
	
	

	— Sale of water, electricity, steam and raw materials
	10,258
	12,870 

	— Purchase of raw materials

	84,802
	132,098 

	—Payment of annual trademark licence fee
	1,100
	1,100 

	— Purchase of property, plant and equipment
	-
	9,846 

	— Rental income
	134
	361 

	— Design fees income
	50
	24 

	— Rental expenses
	500
	500 

	— Purchase subsidiary’s equity interest
	636
	-

	— Transfer land use rights income
	-
	924

	With associates
	
	

	— Purchase of raw materials

	6,127
	12,875 

	— Design fees income
	11
	12 

	With minority shareholders
	
	

	— Sale of bulk pharmaceuticals and chemical raw materials
	144,926
	162,161

	— Purchase of chemical raw materials
	514
	-

	- Purchase of Shouguang Company equity interest
	-
	13,972


In the opinion of the Directors (including the Independent Non-Executive Directors), the above transactions were carried out in the ordinary and usual course of the Group’s business and on normal commercial terms. The aggregate amount of the above transactions for each of the years 2008 and 2009 did not exceed the annual cap approved in the general meeting of the Company.
Auditors

The accounts of the Company and the Group for this year prepared in accordance with HKGAAP and PRC accounting standards have been audited by SHINEWING (HK) CPA Limited and ShineWing, Certified Public Accountant, PRC respectively.

The Company intends to re-appoint SHINEWING (HK) CPA Limited and ShineWing as international auditors and PRC auditors of the Company respectively for the year 2010 at the annual general meeting for the year 2009 to be held in 2010.

Code on Corporate Governance Practices

The Directors (including the independent non-executive Directors) are of the opinion that for the year ended 31 December 2009, the Company has complied with all requirements set out in the Code on Corporate Governance Practices including provisions contained in Appendix 14 to the Rules Governing the Listing of Securities on The Stock Exchange of Hong Kong Limited.

The Company has always strived to comply with the best practices of the Code on Corporate Governance Practices. 
Material Litigation and Arbitration

The Group was not involved in any material litigation or arbitration and no material litigation or arbitration is pending or threatened or was made against the Group during the reporting period.

Sale of Assets

During the reporting period, there were no material acquisitions and sales of assets, nor any material mergers.

Amendments to the Articles

A special resolution in respect of the amendments to Article 147 of the Articles of Association was passed at the 2008 Annual General Meeting of the Company held on 8 June 2009.

Audit Committee

The audit committee has, together with the management, reviewed the accounting principles, practices and methods adopted by the Group and has reviewed the auditing, internal control and financial reporting of the Group. The audit committee has convened 4 meetings to review the audited financial statements for 2008, the unaudited 1st quarterly financial statements for 2009, the unaudited interim statements for 2009 and the unaudited 3rd quarterly financial statements for 2009.
The audit committee convened a meeting on 8 April 2010 to review the 2009 audited accounts and annual results announcement.

VII.
FINANCIAL REPORTS

The financial reports of the Company and the Group for the financial year ended 31 December 2009 have been audited by SHINEWING (HK) CPA Limited (certified public accountants in Hong Kong) and ShineWing (certified public accountants in the PRC) in accordance with HKGAAP and PRC accounting standards respectively. In their respective auditors’ reports there was no qualified opinion.

1.
financial statement and notes Prepared Under PRC Accounting Standards

Consolidated and the Parent Company’s Income Statement for the year 2009 (AUDITED)   Unit: RMB
	Item
	Consolidated
	Parent company

	
	2009
	2008
	2009
	2008

	1.Total operating income
	2,321,927,213.25 
	2,096,963,709.91 
	1,559,301,197.63 
	1,501,371,154.25 

	  Includes: Operating income
	2,321,927,213.25 
	2,096,963,709.91 
	1,559,301,197.63 
	1,501,371,154.25 

	2.Total operating costs
	2,201,519,540.59 
	2,043,732,734.51 
	1,450,095,517.18 
	1,456,666,012.19 

	  Includes: Operating cost
	1,877,427,603.27 
	1,804,214,578.65 
	1,239,789,642.29 
	1,312,006,980.07 

	      Taxes and surcharges
	13,546,175.14 
	9,656,432.59 
	11,427,740.21 
	8,452,551.39 

	        Selling expenses
	122,921,177.72 
	99,500,079.47 
	39,435,284.46 
	26,893,227.17 

	        Administrative 

expenses
	159,579,455.09 
	117,404,414.35 
	133,230,876.27 
	98,312,577.56 

	        Financial expenses
	26,777,339.32 
	8,464,601.59 
	26,300,296.79 
	7,497,096.10 

	     Assets Impairment loss
	1,267,790.05 
	4,492,627.86 
	(88,322.84)
	3,503,579.90 

	  Add: Gain or loss from changes in fair value
	7,591,083.73 
	(23,487,816.58)
	7,379,442.43 
	(23,276,175.28)

	     Investment gain or loss
	7,910,733.39 
	6,649,200.78 
	9,911,920.58 
	6,756,827.30 

	    Includes: Investment gain or loss from related ventures and joint ventures
	4,911,640.58 
	2,118,782.49 
	4,911,640.58 
	2,118,782.49 

	3. Operating profit
	135,909,489.78 
	36,392,359.60 
	126,497,043.46 
	28,185,794.08 

	  Add: Non-operating income
	6,808,717.69 
	20,194,290.81 
	6,178,390.64 
	15,483,918.53 

	  Less: Non-operating cost
	23,344,329.26 
	10,546,464.19 
	22,323,342.80 
	9,967,306.40 

	  Includes: Loss from the disposal of non-current assets
	19,605,908.29 
	7,012,331.52 
	19,413,164.47 
	6,979,566.18 

	4. Profit before taxation
	119,373,878.21 
	46,040,186.22 
	110,352,091.30 
	33,702,406.21 

	   Less: Income tax expense
	13,436,120.20 
	6,368,585.79 
	11,459,004.77 
	3,187,385.56 

	5. Profit after taxation
	105,937,758.01 
	39,671,600.43 
	98,893,086.53 
	30,515,020.65 

	  Includes: Profit attributable to the equity shareholders of the parent company
	102,244,346.19 
	33,965,477.41 
	                  -   
	                  -   

	        Minority interest
	3,693,411.82 
	5,706,123.02 
	                  -   
	                  -   

	6. Earnings per share
	　
	　
	　
	　

	  1) Basic earnings per share
	0.22 
	0.07 
	0.22 
	0.07 

	  2) Diluted earnings per share
	0.22 
	0.07 
	0.22 
	0.07 

	7.Other comprehensive income
	91,210,640.55 
	(232,658,362.30)
	91,033,629.80 
	(232,159,560.75)

	8. Total comprehensive income
	197,148,398.56 
	(192,986,761.87)
	189,926,716.33 
	(201,644,540.10)

	  Includes: Total comprehensive income attributable to the equity shareholders of the parent company
	193,403,969.35 
	(198,629,506.80)
	                  -   
	                  -   

	     Total comprehensive income attributable to minority interest
	3,744,429.21 
	5,642,744.93 
	                  -   
	                  -   


Financial Notes:
xe "s, 1. compared with the latest annual report¡A th"1. During this reporting period, there was no change in accounting policies, accounting estimates or corrections of accounting errors of the Company.

xe "nfluences, 2. in the range of consolidation as co"2. During this reporting period, there was no change in the scope of consolidated financial statements of the Company.

2.
financial statements AND NOTES PREPARED UNDER HKGAAP
CONSOLIDATED INCOME STATEMENT
	
	NOTES
	Year ended
	Year ended

	
	
	31/12/2009
	31/12/2008

	
	
	RMB’000
	RMB’000

	
	
	
	Restated

	
	
	
	

	Revenue
	3
	2,295,101
	2,077,753

	
	
	
	

	Cost of sales
	
	(1,849,738)
	(1,776,658)

	
	
	
	

	Gross profit
	
	445,363
	301,095

	
	
	
	

	Investment income
	
	4,928
	7,639

	
	
	
	

	Other income
	
	7,437
	17,829

	
	
	
	

	Other gains and losses
	
	(16,700)
	(21,330)

	
	
	
	

	Distribution and selling expenses
	
	(133,713)
	(118,507)

	
	
	
	

	Administrative expenses
	
	(162,845)
	(125,978)

	
	
	
	

	Other expenses
	
	(13,616)
	(3,229)

	
	
	
	

	Share of profits of associates
	
	4,912
	1,884

	
	
	
	

	Finance costs
	4
	(19,378)
	(17,956)

	
	
	
	

	Profit before tax
	
	116,388
	41,447

	
	
	
	

	Income tax expense
	5
	(13,008)
	(5,677)

	
	
	
	

	Profit for the year
	6
	103,380
	35,770

	
	
	
	

	Profit for the year attributable to :
	
	
	

	Owners of the Company
	
	99,687
	30,064

	Minority interests
	
	3,693
	5,706

	
	
	
	

	
	
	103,380
	35,770

	
	
	
	

	
	
	
	

	Earnings per share – basic and diluted
	8
	RMB0.218
	RMB0.066            


CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
	

	
	Year ended
	Year ended

	
	
	31/12/2009
	31/12/2008

	
	
	RMB’000
	RMB’000

	
	
	
	Restated

	
	
	
	

	
	
	
	

	Profit for the year
	
	103,380
	35,770

	
	
	
	

	Other comprehensive income:
	
	
	

	  Exchange differences arising on translation
	
	(46)
	(377)

	  Fair value gain(loss) on available-for-sale financial assets 
	
	107,398
	(273,428)

	Income tax relating to components of other comprehensive income
	
	(16,140)
	41,044

	
	
	
	

	Other comprehensive income for the year, net of tax
	
	91,212
	(232,761)

	
	
	
	

	Total comprehensive income for the year
	
	194,592
	(196,991)

	
	
	
	

	Total comprehensive income attributable to:

	
	
	
	

	Owners of the Company
	
	190,848
	(202,634)

	Minority interests
	
	3,744
	5,643

	
	
	
	

	
	
	194,592
	(196,991)


CONSOLIDATED STATEMENT OF FINANCIAL POSITION
	
	NOTES
	31/12/2009
	31/12/2008

	
	
	RMB’000
	RMB’000

	
	
	
	

	Non-current assets
	
	
	

	Technical know-how
	
	117
	792

	Property, plant and equipment
	
	963,747
	959,882

	Construction in progress
	
	134,356
	88,206

	Prepaid lease payments on land use rights
	
	193,915
	105,061

	Investment properties
	
	36,694
	-

	Interests in associates
	
	14,360
	25,632

	Available-for-sale investments
	
	201,596
	94,767

	Deferred tax assets
	
	3,044
	1,031

	
	
	
	

	
	
	1,547,829
	1,275,371

	
	
	
	

	Current assets
	
	
	

	Inventories
	
	344,220
	304,515

	Trade and other receivables
	9
	314,353
	289,995

	Prepaid lease payments on land use rights
	
	4,070
	4,146

	Amount due from immediate holding company
	
	8,465
	43,091

	Amounts due from associates
	
	-
	1,482

	Tax recoverable
	
	142
	2,700

	Pledged bank deposits
	
	37,496
	54,457

	Bank balances and cash
	
	364,398
	183,667

	
	
	
	

	
	
	1,073,144
	884,053

	   Assets classified as held for sale
	
	15,390
	-

	
	
	
	

	
	
	1,088,534
	884,053

	
	
	
	

	Current liabilities
	
	
	

	Trade and other payables
	10
	491,698
	361,818

	Amount due to an associate
	
	498
	1,805

	Tax payable
	
	7,069
	462

	Derivative financial instruments
	
	-
	7,591

	Borrowings
	
	124,024
	284,474

	
	
	
	

	
	
	623,289
	656,150

	
	
	
	

	Net current assets
	
	465,245
	227,903

	
	
	
	

	Total assets less current liabilities
	
	2,013,074
	1,503,274

	
	
	
	

	Capital and reserves
	
	
	

	Share capital
	
	457,313
	457,313

	Reserves
	
	1,164,324
	995,502

	Proposed final dividend
	
	22,866
	13,719

	
	
	
	

	Equity attributable to owners of the Company
	
	1,644,503
	1,466,534

	Minority interests
	
	36,318
	33,746

	
	
	
	

	Total equity
	
	1,680,821
	1,500,280

	
	
	
	

	Non-current liability
	
	
	

	Deferred tax liabilities
	
	11,597
	2,994

	Borrowings
	
	270,000
	-

	Deferred income
	
	50,656
	-

	
	
	
	

	
	
	332,253
	2,994

	
	
	
	

	
	
	2,013,074
	1,503,274


NOTES  TO   THE   CONSOLIDATED FINANCIAL  STATEMENTS  UNDER  HKGAAP
1.
BASIS OF PREPARATION
The audited consolidated financial statements are prepared in accordance with Hong Kong Financial Reporting Standards (“HKFRSs”), Hong Kong Accounting Standards (“HKASs”) issued by Hong Kong Institute of Certified Public Accountants (“HKICPA”) and the disclosure requirements of Appendix 16 of the Rules Governing the Listing of Securities on The Stock Exchange of Hong Kong Limited.
2.   APPLICATION OF NEW AND REVISED HKFRSs

In the current year, the Group has applied the following new and revised Standards, Amendments to Standards and Interpretations (“INT”) (“new and revised HKFRSs”) issued by the HKICPA.

	HKAS 1 (Revised 2007)
	Revised Presentation of Financial Statements

	HKAS 23 (Revised 2007)
	Borrowing Costs

	HKAS 32 & 1 (Amendments)
	Puttable Financial Instruments and Obligation Arising on Liquidation

	HKFRS 1 & 27 (Amendments)
	Cost of an Investment in a Subsidiary, Jointly Controlled Entity or Associate

	HKFRS 2 (Amendment)
	Vesting Conditions and Cancellations

	HKFRS 7 (Amendment)
	Improving Disclosures about Financial Instruments

	HKFRS 8 
	Operating Segments

	HK(IFRIC)- INT 9 & HKAS 39 (Amendments)
	Embedded Derivatives

	HK(IFRIC)- INT 13 
	Customer Loyalty Programmes

	HK(IFRIC)- INT 15 
	Agreements for the Construction of Real Estate

	HK(IFRIC)- INT 16 
	Hedges of a Net Investment in a Foreign Operation

	HK(IFRIC)- INT 18 
	Transfers of Assets from Customers

	HKFRSs (Amendments)
	Improvements to HKFRSs issued in 2008, except for the amendment to HKFRS 5 that is effective for annual periods beginning or after 1 July 2009

	HKFRSs (Amendments)
	Improvements to HKFRSs issued in 2009 in relation to the amendment to paragraph 80 of HKAS 39


Except as described below, the adoption of the new and revised HKFRSs had no material effect on the consolidated financial statements of the Group for the current or prior accounting periods.

New and revised HKFRSs affecting presentation and disclosure only

HKAS 1 (Revised 2007) Presentation of Financial Statements

HKAS 1 (Revised 2007) has introduced terminology changes (including revised titles for the financial statements) and changes in the format and content of the financial statements.

HKFRS 8 Operating Segments

HKFRS 8 is a disclosure standard that has resulted in a redesignation of the Group’s reportable segments (see Note 3).

Improving Disclosures about Financial Instruments

(Amendments to HKFRS 7 Financial Instruments: Disclosures) 

The amendments to HKFRS 7 expand the disclosures required in relation to fair value measurements in respect of financial instruments which are measured at fair value. The amendments also expand and amend the disclosures required in relation to liquidity risk. The Group has not provided comparative information for the expanded disclosures in accordance with the transitional provision set out in the amendments.

New and revised HKFRSs affecting the reported results and/or financial position

HK AS 23 (Revised 2007)Borrowing Costs 

In previous years, the Group expensed all borrowing costs that were directly attributable to the acquisition or production of a qualifying asset when they were incurred.  The adoption of HKAS 23 (Revised 2007) removes the option previously available to expense all borrowing costs when incurred.  The adoption of HKAS 23 (Revised 2007) has resulted in the Group changing its accounting policy to capitalise all such borrowing costs as part of the cost of the qualifying asset.  The Group has applied the revised accounting policy to borrowing costs relating to qualifying assets for which the commencement date for capitalisation is on or after 1 January 2009 in accordance with the transitional provisions in HKAS 23 (Revised 2007).  As the revised accounting policy has been applied prospectively from 1 January 2009, this change in accounting policy has not resulted in restatement of amounts reported in respect of prior accounting periods.

In the current year, no borrowing costs was capitalised as part of the cost of construction in progress. 
The Group has not early applied the following new and revised Standards, Amendments or INTs that have been issued but are not yet effective.

	HKFRSs (Amendments)
	Amendments to HKFRS 5 as part of Improvements to HKFRSs 20081

	HKFRSs (Amendments)
	Improvements to HKFRSs 20092

	HKAS 24 (Revised)
	Related Party Disclosures6 

	HKAS 27 (Revised) 
	Consolidated and Separate Financial Statements1

	HKAS 32 (Amendment)
	Classification of Rights Issues4

	HKAS 39 (Amendment)
	Eligible Hedged Items1

	HKFRS 1 (Revised)
	HKFRS for First-time Adopters1

	HKFRS 1 (Amendment)
	Additional Exemptions for First-time Adopters3

	HKFRS 1 (Amendment)
	Limited Exemption from Comparative HKFRS 7 Disclosures for First-time Adopters6

	HKFRS 2 (Amendment)
	Group Cash-settled Share-based Payment Transactions3

	HKFRS 3 (Revised)
	Business Combinations1

	HKFRS 9 
	Financial Instruments7

	HK(IFRIC)–INT14 (Amendment)
	Prepayments of a Minimum Funding Requirement6

	HK(IFRIC) – INT 17
	Distribution of Non-cash Assets to Owners1

	HK(IFRIC) – INT 19
	Extinguishing Financial Liabilities with Equity Instruments5


1  Effective for annual periods beginning on or after 1 July 2009.

2 Effective for annual periods beginning on or after 1 July 2009 and 1 January 2010 as appropriate.

3  Effective for annual periods beginning on or after 1 January 2010.

4   Effective for annual periods beginning on or after 1 February 2010.

5  Effective for annual periods beginning on or after 1 July 2010.
6   Effective for annual periods beginning on or after 1 January 2011.
7  Effective for annual periods beginning on or after 1 January 2013.
The application of HKFRS 3 (Revised) may affect the accounting for business combinations for which the acquisition date is on or after the beginning of the first annual reporting period beginning on or after 1 July 2009. HKAS 27 (Revised) will affect the accounting treatment for changes in a parent’s ownership interest in a subsidiary. 

HKFRS 9 Financial Instruments introduces new requirements for the classification and measurement of financial assets and will be effective from 1 January 2013, with earlier application permitted. The Standard requires all recognised financial assets that are within scope of HKAS 39 Financial Instruments: Recognisation and Measurement to be measured at either amortised cost or fair value. Specially, debt investments that (i) are held within a business model whose objective is to collect the contractual cash flows and (ii) have contractual cash flows that are solely payments of principal and interest on the principal outstanding are generally measured at amortised cost. All other debt investments and equity investments are measured at fair value. The application of HKFRS 9 might affect the classification and measurement of the Group’s financial assets.

In addition, as part of Improvements to HKFRSs (2009), HKAS 17 Leases has been amended in relation to the classification of leasehold land. The amendments will be effective from 1 January 2010, with earlier application permitted. Before the amendments to HKAS 17, lessees were required to classify leasehold land as operating leases and presented as prepaid lease payments in the consolidated statement of financial position. The amendments have removed such a requirement. Instead, the amendments require the classification of leasehold land to be based on the general principles set out in HKAS 17, that are based on the extent to which risks and rewards incidental to ownership of a leased asset lie with the lessor or the lessee. The application of the amendments to HKAS 17 might affect the classification and measurement of the Group’s leasehold land.

The directors of the Company anticipate that the application of the other new and revised Standards, Amendments or INTs will have no material impact on the consolidated financial statements. 

3.   SEGMENTAL INFORMATION

The Group has adopted HKFRS 8 Operating Segments with effect from 1 January 2009. HKFRS 8 is a disclosure standard that requires operating segments to be identified on the basis of internal reports about components of the Group that are regularly reviewed by the chief operating decision maker for the purpose of allocating resources to segments and assessing their performance.  In contrast, the predecessor Standard (HKAS 14, Segment Reporting) required an entity to identify two sets of segments (business and geographical) using a risks and returns approach.  In the past, the Group’s primary reporting format was business segments.  The application of HKFRS 8 has resulted in a redesignation of the Group’s reportable segments as compared with the primary reportable segments determined in accordance with HKAS 14.
Specifically, in prior years, segment information reported externally was analysised on the basis of the types of the revenues (i.e. sales of goods and other operating income).  However, information reported to the chief operating decision maker in more specifically focused on the types of goods supplied.  The principal types of goods supplied are bulk pharmaceuticals, preparations and chemical and other products.  The Group’s operating and reportable segments under HKFRS 8 are therefore as follows:
	Bulk pharmaceuticals:
	Development, production and sales of bulk pharmaceuticals

	
	

	Preparations:
	Development, production and sales of preparations (e.g. tablets and injections)

	
	

	Chemical and other products:


	Production and sales of chemical and other products 

	
	

	Commerce circulations:


	Trading of pharmaceutical products (including retail and wholesale)

	
	


Information regarding the above segments is reported below.  Amounts reported for the prior year have been restated to conform to the requirements of HKFRS 8.
Segment revenues and results

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

For the year ended 31 December 2009

	
	Bulk pharmaceuticals
	Preparations
	Chemical and other products 
	Commerce circulations
	Eliminations
	Total

	
	RMB’000
	RMB’000
	RMB’000
	RMB’000
	RMB’000
	RMB’000

	
	
	
	
	
	
	

	REVENUE
	
	
	
	
	
	

	  External sales
	1,219,263
	472,812
	3,968
	599,058
	-
	2,295,101

	Inter-segment sales
	3,447
	359,115
	124,496
	71,390
	(558,448)
	-

	
	
	
	
	
	
	

	Total 
	1,222,710
	831,927
	128,464
	670,448
	(558,448)
	2,295,101

	
	
	
	
	
	
	

	Segment profit 
	108,028
	25,059
	12,483 
	3,235
	
	148,805

	
	
	
	
	
	
	

	Investment and other income
	
	
	
	
	
	12,365

	Other gains and losses
	
	
	
	
	
	(16,700)

	Other expenses
	
	
	
	
	
	(13,616)

	Finance costs
	
	
	
	
	
	(19,378)

	Share of profits of associates
	
	
	
	
	
	4,912

	
	
	
	
	
	
	

	Profit before tax 
	
	
	
	
	
	116,388

	
	
	
	
	
	
	


For the year ended 31 December 2008

	
	Bulk pharmaceuticals
	Preparations
	Chemical and other products 
	Commerce circulations
	Eliminations
	Total

	
	RMB’000
	RMB’000
	RMB’000
	RMB’000
	RMB’000
	RMB’000

	
	
	
	
	
	
	

	REVENUE
	
	
	
	
	
	

	  External sales
	1,241,720
	404,290
	18,849
	412,894
	-
	2,077,753

	Inter-segment sales
	42,713
	325,204
	27,297
	4,666
	(399,880)
	-

	
	
	
	
	
	
	

	Total 
	1,284,433
	729,494
	46,146
	417,560
	(399,880)
	2,077,753

	
	
	
	
	
	
	

	Segment profit (loss)
	36,344
	16,055
	(3,424)
	7,635
	
	56,610

	
	
	
	
	
	
	

	Investment and other income 
	
	
	
	
	
	25,468

	Other gains and losses
	
	
	
	
	
	(21,330)

	Other expenses
	
	
	
	
	
	(3,229)

	Finance costs
	
	
	
	
	
	(17,956)

	Share of profits of associates
	
	
	
	
	
	1,884 

	
	
	
	
	
	
	

	Profit before tax 
	
	
	
	
	
	41,447

	
	
	
	
	
	
	


The accounting policies of the reportable segments are the same as the Group’s accounting policies. Segment profit represents the profit earned by each segment without allocation of investment and other income, other gains and losses, other expenses, financial costs and share of profits of associates. This is the measure reported to the chief operating decision maker for the purposes of resource allocation and performance assessment. 

Inter-segment sales are charged at prevailing market rates.
Segment assets and liabilities

The following is an analysis of the Group’s assets and liabilities by reportable segment.

At 31 December 2009

	
	Bulk pharmaceuticals
	Preparations
	Chemical and other products 
	Commerce circulations
	Total

	
	RMB’000
	RMB’000
	RMB’000
	RMB’000
	RMB’000

	
	
	
	
	
	

	Segment assets
	1,214,283
	396,322
	240,187
	112,451
	1,963,243

	
	
	
	
	
	

	Unallocated corporate assets
	
	
	
	
	673,120

	
	
	
	
	
	

	Consolidated assets
	
	
	
	
	2,636,363

	
	
	
	
	
	

	Segment liabilities
	302,206
	129,156
	71,830
	39,660
	542,852

	
	
	
	
	
	

	Unallocated  corporate liabilities 
	
	
	
	
	412,690

	
	
	
	
	
	

	Consolidated liabilities
	
	
	
	
	955,542


At 31 December 2008
	
	Bulk pharmaceuticals
	Preparations
	Chemical and other products 
	Commerce circulations
	Total

	
	RMB’000
	RMB’000
	RMB’000
	RMB’000
	RMB’000

	
	
	
	
	
	

	Segment assets
	1,220,195
	387,710
	91,811
	97,454
	1,797,170

	
	
	
	
	
	

	Unallocated  corporate assets
	
	
	
	
	362,254

	
	
	
	
	
	

	Consolidated assets
	
	
	
	
	2,159,424

	
	
	
	
	
	

	Segment liabilities
	248,088
	80,818
	4,371
	30,346
	363,623

	
	
	
	
	
	

	Unallocated  corporate liabilities
	
	
	
	
	295,521

	
	
	
	
	
	

	Consolidated liabilities
	
	
	
	
	659,144

	
	
	
	
	
	


For the purposes of monitoring segment performances and allocating resources among segments:

· all assets are allocated to reportable segments other than deferred tax assets, interests in associates, assets classified as held for sale, available-for-sale investments, investment properties, tax recoverable, pledged bank deposits and  bank balances and cash.  Assets used jointly by reportable segments are allocated on the basis of revenues earned by individual reportable segments; and
· all liabilities are allocated to reportable segments other than deferred tax liabilities, borrowings, derivative financial instruments and tax payable.  Liabilities for which reportable segments are jointly liable are allocated on the basis of revenues earned by individual reportable segments. 
Other segment information

For the year ended 31 December 2009

Amounts included in the measure of segment profit or loss or segment assets:
	
	Bulk pharmaceuticals
	Preparations
	Chemical and other products 
	Commerce circulations
	Total

	
	RMB’000
	RMB’000
	RMB’000
	RMB’000
	RMB’000

	
	
	
	
	
	

	Addition to non-current assets (Note) 
	148,438
	55,442
	109,558
	200
	313,638

	Depreciation and amortisation
	83,718
	29,936
	6,106
	906
	120,666

	Loss on disposal of property, plant and equipment
	11,409
	4,210
	2
	12
	15,633

	(Reversal) recognition of impairment losses on trade receivables 
	(501)
	(14)
	 (5)
	309
	(211)

	Impairment losses on  other receivables
	322
	86
	-
	126
	534

	Write-down of inventories
	234
	351
	-
	359
	944

	
	
	
	
	
	


Amounts regularly provided to the chief operating decision maker but not included in the measure of segment profit or loss or segment assets:

	
	Bulk pharmaceuticals
	Preparations
	Chemical and other products 
	Commerce circulations
	Total

	
	RMB’000
	RMB’000
	RMB’000
	RMB’000
	RMB’000

	
	
	
	
	
	

	Interests in associates
	-
	14,360
	-
	-
	14,360

	Interest income
	1,265
	478
	148
	38
	1,929

	Finance costs
	(13,765)
	(5,350)
	(2)
	(261)
	(19,378)

	Income tax expense
	(6,212)
	(2,930)
	(2,370)
	(1,496)
	(13,008)


For the year ended 31 December 2008
Amounts included in the measure of segment profit or loss or segment assets:
	
	Bulk pharmaceuticals
	Preparations
	Chemical and other products 
	Commerce circulations
	Total

	
	RMB’000
	RMB’000
	RMB’000
	RMB’000
	RMB’000

	
	
	
	
	
	

	Addition to non-current assets (Note) 
	178,691
	55,163
	42,134
	949
	276,937

	Depreciation and amortisation
	89,538
	27,179
	2,249
	923
	119,889

	Loss on disposal of property, plant and equipment
	4,322
	1,354
	1
	11
	5,688

	Impairment losses on trade receivables 
	1,985
	1,314
	6
	732
	4,037

	Impairment losses on  other receivables
	131
	-
	-
	15
	146

	Write-down of inventories
	527
	47
	1,175
	-
	1,749

	
	
	
	
	
	


Amounts regularly provided to the chief operating decision maker but not included in the measure of segment profit or loss or segment assets:

	
	Bulk pharmaceuticals
	Preparations
	Chemical and other products 
	Commerce circulations
	Total

	
	RMB’000
	RMB’000
	RMB’000
	RMB’000
	RMB’000

	
	
	
	
	
	

	Interests in associates
	9,844
	12,252
	3,536
	-
	25,632

	Interest income
	1,863
	1,056
	        138
	560
	3,617

	Finance costs
	(12,922)
	(4,923)
	(2)
	(109)
	(17,956)

	Income tax expense
	(1,815)
	(1,627)
	-
	(2,235)
	(5,677)


Note: 
Non-current assets excluded financial instruments, deferred tax assets and interests in associates.
Geographical information

The Group’s customers are located on the PRC, Europe, Americas and others. 

	
	Revenues from external customers

	
	Year ended
	Year ended

	
	31/12/2009
	31/12/2008

	
	RMB’000
	RMB’000

	
	
	

	PRC
	1,448,559
	1,241,673

	Europe
	252,710
	249,656

	Americas
	421,997
	400,072

	Others
	171,835
	186,352

	
	
	

	
	2,295,101
	2,077,753


Over 99% of the Group’s non-current assets are located in the PRC and therefore the analysis of non-current assets by geographical location of the assets is not presented.
Information about major customers

The Group's customer base includes a wide range of different customers. The Group had no single customer amount to 10% or more of the Group's revenue and therefore no significant concentration of source of income from a particular customer.

4.    FINANCE COSTS
	
	Year ended
	Year ended

	
	31/12/2009
	31/12/2008

	
	RMB’000
	RMB’000

	
	
	

	Interest on:
	
	

	- Bank loans wholly repayable within 5 years
	16,403
	17,956

	·  Government loans not wholly repayable within 5 years
	549
	-

	
	
	

	
	16,952
	17,956

	Net foreign exchange loss on bank loans 
	
70
	-

	Discount charges on bank acceptance notes
	2,356
	-

	
	
	

	
	19,378
	17,956


5.    INCOME TAX EXPENSE
	
	Year ended
	Year ended

	
	31/12/2009
	31/12/2008

	
	RMB’000
	RMB’000

	
	
	

	PRC enterprise income tax
	
	

	   - current
	25,234
	9,133

	   - (Over) under provision in prior years
	(2,676)
	690

	
	
	

	
	22,558
	9,823

	
	
	

	  Deferred tax 
	(9,550)
	(4,146)

	
	
	

	
	13,008
	5,677


Under the Law of the PRC on Enterprise Income Tax (the “EIT Law”) and Implementation Regulation of the EIT Law, the tax rate of the PRC companies is 25% from 1 January 2008 onwards. 
Pursuant to the relevant laws and regulations in the PRC, the Company was accredited as a high-tech enterprise.  The accreditation is valid for three years.  The Company is entitled to the preferential tax rate of 15% for a three-year period commencing from 2008.

Pursuant to the relevant laws and regulations in the PRC, two subsidiaries operating in the PRC are entitled to exemption from the PRC income tax in the first two years from the first profit-making year, followed by a 50% reduction of the PRC income tax for the next three years.  
6.    PROFIT FOR THE YEAR

Profit for the year has been arrived at after charging (crediting):
	
	Year ended
	Year ended

	
	31/12/2009
	31/12/2008

	
	RMB’000
	RMB’000

	
	
	

	Depreciation for property, plant and equipment
	115,527
	115,739

	Depreciation for investment properties
	394
	-

	Amortisation of prepaid lease payments on land use rights
	4,070
	3,020

	Amortisation of technical know-how
	675
	1,130

	
	
	

	Total depreciation and amortisation
	120,666
	119,889

	
	
	

	Auditor’s remuneration
	1,424
	1,165

	Research and development costs recognised as an expense
	19,714
	19,470

	Operating lease rentals on land and buildings
	1,016
	1,006

	
	
	

	(Reversal) recognition of impairment losses on financial assets
	
	

	· trade receivables
	(211)
	2,598

	· other receivables
	534
	146

	
	
	

	
	323
	2,744

	
	
	

	Write-down of inventories (included in cost of sales)
	944
	1,749

	Staff costs (excluding directors’ and supervisors’ emoluments)
	242,124
	184,694

	Cost of inventories recognised as an expense
	1,849,738
	1,776,658


7.    DIVIDENDS
	
	Year ended
	Year ended

	
	31/12/2009
	31/12/2008

	
	RMB’000
	RMB’000

	
	
	

	Dividends paid and recognised as distribution during the year
	
	

	- 2008 final dividend: RMB0.03 per share (2008 : 2007 final dividend RMB0.03 per share) 
	13,719
	13,719


The final dividend of RMB0.05 (2008: RMB0.03) per share (approximately HK$0.057 (2008: HK$0.034) per share, including income tax of A shares) on 307,312,830 A shares and 150,000,000 H shares has been proposed by the directors of the Company and is subject to approval by shareholders at the Annual General Meeting and has been included as a dividend reserve in the consolidated financial statements.
8.    EARNINGS PER SHARE

The calculation of basic earnings per share is based on the Group’s profit attributable to the owners of the Company of RMB 99,687,000 (2008: RMB30,064,000) and based on the weighted average of 457,312,830 (2008: 457,312,830) shares in issue during the year.

Basic earnings per share and diluted earnings per share for two years ended 31 December 2009 are the same as there were no dilutive events existed during both years.
9.     TRADE AND OTHER RECEIVABLES
	
	31/12/2009
	31/12/2008

	
	RMB’000
	RMB’000

	
	
	

	Trade and bills receivables
	280,080
	261,590

	Less : Allowance for doubtful debts of trade receivables
	(7,603)
	(11,498)

	
	
	

	
	272,477
	250,092

	
	
	

	Other receivables, deposits and prepayments
	49,714
	47,339

	Less : Allowance for doubtful debts of other receivables
	(7,838)
	(7,436)

	
	
	

	
	41,876
	39,903

	
	
	

	Total trade and other receivables
	314,353
	289,995


The Group’s revenue from export sales is on letter of credit or documents against payment. The credit period is agreed upon in the sales contract. Except for some particular customers where payment in advance is normally required, the Group allows an average credit period of 30 days to its local trade customers and 90 days for local hospital customers. Majority of the trade receivables that are neither past due nor impaired have no default payment history.

The following is an aged analysis of the trade receivables net of allowance for doubtful debts of trade receivables presented based on the invoice date at the reporting date.

	
	31/12/2009
	31/12/2008

	
	RMB’000
	RMB’000

	
	
	

	Within one year
	270,571
	246,965

	More than one year but less than two years
	1,503
	2,264

	More than two years but less than three years
	403
	588

	Over three years
	-
	275

	
	
	

	
	272,477
	250,092


Included in the Group's trade receivable balance are debtors with aggregate carrying amount of RMB 3,951,000 (2008: RMB 4,186,000) which are past due as at the reporting date for which the Group has not provided for impairment loss.  
Ageing of trade receivables which are past due but not impaired:

	
	31/12/2009
	31/12/2008

	
	RMB’000
	RMB’000

	
	
	

	Within one year
	2,546
	1,814

	More than one year but less than two years
	1,136
	1,705

	More than two years but less than three years
	269
	392

	More than three years
	-
	275

	
	
	

	Total
	3,951
	4,186


Receivables that were past due but not impaired relate to a number of independent customers that have a good track record with the Group.  Based on past experience, management believes that no impairment allowance is necessary in respect of these balances as there has not been a significant change in credit quality and the balances are still considered fully recoverable.  The Group does not hold any collateral over these balances.

Movements in the allowance for doubtful debts of trade receivables
	
	2009
	2008

	
	RMB’000
	RMB’000

	
	
	

	1 January
	11,498
	14,185

	Impairment losses (reversed) recognised
	(211)
	2,598

	Amounts recovered during the year
	764
	-

	Amounts written off as uncollectible
	(4,448)
	(5,285)

	
	
	

	31 December
	7,603
	11,498


Movements in the allowance for doubtful debts of other receivables

	
	2009
	2008

	
	RMB’000
	RMB’000

	
	
	

	1 January
	7,436
	7,566

	Impairment losses recognised
	534
	146

	Amounts written off as uncollectible
	(132)
	(276)

	
	
	

	31 December
	7,838
	7,436


10.    TRADE AND OTHER PAYABLES

The following is an aged analysis of accounts payable presented based on the invoice date at the end of the reporting period. 
	
	31/12/2009
	31/12/2008

	
	RMB’000
	RMB’000

	
	
	

	Within one year
	269,164
	242,426

	More than one year but less than two years
	4,987
	2,151

	More than two years but less than three years
	747
	966

	Over three years
	5,436
	5,085 

	
	
	

	
	280,334
	250,628

	Other payables and accrued charges
	211,364
	111,190

	
	
	

	
	491,698
	361,818


The average credit period on purchases of goods is 45 days. The Group has financial risk management policies in place to ensure that all payables are settled within the credit timeframe.
11.    RELATED PARTY TRANSACTIONS

Except as disclosed in elsewhere in the consolidated financial statements, the other significant related party transactions, which were carried out in the normal course of the Group’s business are as follows:

	
	Year ended
	Year ended

	
	31/12/2009
	31/12/2008

	
	RMB’000
	RMB’000

	
	
	

	SXPGC:
	
	

	- Payment of annual trademark licence fee (1)
	1,100
	1,100

	- Rental expense
	500
	500

	- Consideration for acquisition of additional interests in subsidiaries (2)
	636
	-

	
	
	

	Fellow subsidiaries :
	
	

	- Sale of water, electricity, steam and waste materials
	10,258
	12,870

	- Purchase of raw materials
	84,802
	132,098

	- Rental income
	134
	361

	- Design fee income
	50
	24

	- Purchase of property, plant and equipment, and land use rights
	-
	9,846

	   - Income from transfer of land use rights
	-
	924

	
	
	

	Associates :
	
	

	- Purchase of raw materials
	6,127
	12,875

	- Design fee income
	11
	12

	
	
	

	Minority shareholders :
	
	

	- Sale of bulk pharmaceuticals and  chemical raw materials
	144,926
	162,161

	- Purchase of chemical raw materials
	514
	-

	- Acquisition of additional interests in Xinhua Shouguang
	-
	13,972

	
	
	


Notes :

1. On 7 December 1996, the Group was granted the exclusive right to use the trademark “Xinhua” (“Trademark”) by SXPGC for its existing and future products in and outside the PRC at an initial annual fee of RMB600,000 increasing at the rate of an extra RMB100,000 per year until the annual fee reaches the cap amount of RMB1,100,000, which shall stay as such until the agreement is terminated. The terms of the agreement shall continue to have effect during the validity period of the Trademark, being 28 February 2013, subject to further renewal of the registration of the Trademark.  During the year ended 31 December 2009, the annual fee paid by the Group amounting RMB1,100,000  (2008: RMB1,100,000).
2. During the year ended 31 December 2009, the Company acquired additional interests of subsidiaries from SXPGC at consideration of RMB636,000.
3. The Group operates in an economic environment predominated by enterprises directly or indirectly owned or controlled by the PRC government through its numerous authorities, affiliates or other organisations (collectively “State-owned Enterprises”).  During the year ended 31 December 2009, the Group had transactions with State-owned Enterprises including, but not limited to, sales of pharmaceutical products and purchases of raw materials.  The directors of the Company consider that transactions with other State-owned Enterprises are activities in the ordinary course of business, and that dealings of the Group have not been significantly controlled or owned by the PRC government.  The Group has also established pricing policies for products and such pricing policies do not depend on whether or not the customers are State-owned Enterprises.  Having due regard to the substance of the relationships, the directors of the Company are of the opinion that none of these transactions is a material related party transaction that requires separate disclosure.

By Order of the Board

Shandong Xinhua Pharmaceutical Company Limited
Guo Qin

Chairman
9 April 2010, Zibo, PRC
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