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CHARACTERISTICS OF THE GROWTH ENTERPRISE
MARKET (“GEM”) OF THE STOCK EXCHANGE OF
HONG KONG LIMITED (THE “STOCK EXCHANGE")

GEM has been positioned as a market designed to accommodate
companies to which a higher investment risk may be attached than
other companies listed on the Stock Exchange. Prospective investors
should be aware of the potential risks of investing in such companies
and should make the decision to invest only after due and careful
consideration. The greater risk profile and other characteristics of
GEM mean that it is a market more suited to professional and other
sophisticated investors.

Given the emerging nature of companies listed on GEM, there is a
risk that securities traded on GEM may be more susceptible to high
market volatility than securities traded on the Main Board and no
assurance is given that there will be a liquid market in the securities
traded on GEM.

Hong Kong Exchanges and Clearing Limited and the Stock Exchange take no
responsibility for the contents of this report, make no representation as to its
accuracy or completeness and expressly disclaim any liability whatsoever for
any loss howsoever arising from, or in reliance upon, the whole or any part
of the contents of this report.

This report, for which the directors (the “Directors”) of Shenzhen Neptunus
Interlong Bio-technique Company Limited (the “Company”) collectively and
individually accept full responsibility, includes particulars given in compliance
with the Rules Governing the Listing of Securities on the Growth Enterprise
Market of the Stock Exchange (the “GEM Listing Rules”) for the purpose of
giving information with regard to the Company. The Directors, having made
all reasonable enquiries, confirm that to the best of their knowledge and
belief the information contained in this report is accurate and complete in
all material respects and not misleading or deceptive, and there are no other
matters the omission of which would make any statement herein or this
report misleading.
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Chairman’s Statement
FEHRE

Dear shareholders

On behalf of the Board of Directors (the “Board”) of Shenzhen Neptunus
Interlong Bio-technique Company Limited (the “Company”), | am pleased
to present the results of the Company and its subsidiaries (collectively the
“Group”) for the year ended 31 December 2016 (the “Year").

In 2016, the Chinese government continued advancing reform of the supply
side, including introducing a series of measures to stabilize the growth,
which helped the Chinese economy to maintain a continuous growth rate
of 6.7% under the absence of driver for global economic growth. In 2016,
under the influence of external factors such as the increase of consumers
demand and widening of the medical insurance coverage, the size of the
pharmaceutical market maintained a good growth momentum. As the
continuous extension of pharmaceutical reform in China, the production and
sales of Chinese pharmaceutical industry continued to maintain a growth at
a slower pace. The reform of pharmaceutical and hygiene systems continued
to extend and deepen, while new modes of pharmaceutical circulation were
gradually developed. In 2016, the mainland China government tightened
the control on the premiums of pharmaceutical insurance, implemented
quality consistency evaluation for generic drugs, and introduced “Key
Monitored Drug List” in each province, which posed significant challenge to
pharmaceutical corporations in China and inflicted short-term pressure on
the industry. Meanwhile, as certain provinces in mainland China progressively
implemented “two invoice system” (MZ®) or “one invoice system”
(—Z4) in public hospitals in 2016, which have been promoted throughout
the country in accordance with the related notice promulgated by the State
Council, resulting in direct impact on the sale of pharmaceutical industry.
It is expected that the distribution model of pharmaceutical industry will
experience a rapid change and certain small pharmaceutical corporations will
be washed out or merged during the consolidation period of the industry. In
addition, as the costs of packaging, raw materials and salary have continued
to grow, profits of the industry will be squeezed. Furthermore, in 2016 and
the coming years, the industry was and will be full of challenges as well
as opportunities. The Group has to constantly monitor and consider new
developments of the industry and the guiding direction of national policies,
so as to align with the policy guidance and industry development as well as
enhancing its competitiveness.
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During the Year, the Group continuously strengthened and developed
its business of various drugs including herbal medicine, generic drugs,
transfusion and anti-tumor drugs, mitigating the impact of bidding delay
and new national policies and seeking to recover the growth trend of the
pharmaceutical production business. At the same time, also in accordance
with industry development, the purchase and sales of medicines and
healthcare food business continued to expand sales network and products
and tried innovative marketing models to grow business rapidly. In order to
facilitate the development of the Group's businesses which have advantages,
some research and development businesses were discontinued during 2015
and the Year.

Looking forward into 2017, the change in industry structure resulting
from Chinese economic structure adjustment and reform of the supply
side will continue. Meanwhile, the Chinese government has been setting
higher standards for environmental protection. Chinese economy is still
at the new normal status, which has started to stabilize in a continuous
down trend. Overall, the Chinese consumption market will maintain a
stable growth, coupled with constantly deepening reform in Chinese
pharmaceutical industry. The government keeps promoting the innovation
and upgrading of pharmaceutical industry and initiatives to further promote
the development of traditional Chinese medicine. The fierce competition
in prescribed drugs and over the counter drugs market, which has already
existed in pharmaceutical industry, will persist. With numerous mergers and
acquisitions in pharmaceutical market, concentration of prescribed drugs
market and over the counter drugs market increases. The pharmaceutical
industry and pharmaceutical business will be held by large and strong
corporations and brands. Brand and quality advantages enjoyed by those
corporations will appear clearly. The war for large corporations and brands is
coming.

In 2017, the Group will leverage on the opportunities and challenges in the
pharmaceutical and healthcare industry brought by the national policies, as
well as strive for eliminating the impact of unfavourable conditions, so as to
ensure continuous growth of the current production and circulation business
of pharmaceuticals products. In addition, based on the guiding direction
of policies and the Group’s own condition, it will focus on areas such as
expanding circulation and the development of herbal medicines and anti-
tumor drugs and continue to maintain strict requirements over drug quality
to secure its advantages in the market competition. Furthermore, the Group
will step up its efforts on marketing and promoting for key products already
launched, and enhance the contribution to the turnover of the Group from
the key products and strengthen the core competitiveness of the Group.
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The Board believes that the business of the Group is developing well and is
confident about the business prospects of the Group.

On behalf of the Company and the Board, | would like to express my
heartfelt gratitude to all shareholders, business partners and staff for their
continuing support and trust in the Group.

Zhang Feng
Chairman
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Management Discussion and Analysis

BUSINESS REVIEW

During the Year, the Group was principally engaged in the research and
development, production and sales of medicines, and the purchase and sales
of medicines and healthcare food products.

Manufacturing and Selling of Medicines

During the Year, affected by certain matters, including the change of
infusion designated distribution policy in Fujian Province, the progress
of some drug tenders, and the enhancement of the clinical application
management on antibacterial drugs, sales volume of some products of the
Group was affected and the inventory of certain products such as large
volume injections which was manufactured pursuant to infusion designated
distribution policy, increased. Given such situation, the Group strove to win
the tender and actively expanded the product sales network, and thereby
restricted and reversed the decrease in sales volume of the relevant products.

Effect from the state’s tighter sale channel on narcotic drugs on the sales
volume of Compound Liquorice Tablets (# 75 H & F) has been fading. After
working hard to expand sales channel and adjusting marketing solution, the
sales volume of Compound Liguorice Tablets product series has recovered
and recorded a slight growth as compared with the corresponding period of
last year. However, due to lower unit selling price, sales turnover and gross
profit margin decreased as compared with the corresponding period of last
year.

For State Class 3 anti-tumor new drug, Tegafur, Gimeracil and Oteracil
Potassium Tablets (B & &) (the “TGOP Tablets”), as the biddings in many
provinces took place later than expected, there was no significant growth
in the sales of TGOP Tablets for the Year. Although the Company is still
promoting the TGOP Tablets, which has not recorded a large sales volume,
it has been well recognized and accepted by related parties in the industry,
and was awarded “2016 Fuzhou Technology Advancement Award (Second
Prize)” by the People’s Government of Fuzhou in early 2017. At present,
TGOP Tablets have a large market capacity and a better growth trend.
The Group will still devote to win the tender and increase the marketing
promotion of the TGOP Tablets and strive to bring a positive impact to the
Group's revenue and profitability as soon as possible.

After the implementation of the pharmaceutical circulation “one invoice
system” (—Z2#l) in Fujian Province, manufacturing enterprises can supply
certain medicines directly to the terminal medical institutions, thereby
increasing the sales volume and gross profit margin of relevant products as
well as corresponding sales costs.
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Management Discussion and Analysis
BIRE S LT

Under the national policy in relation to quality consistency evaluation for
generic drugs, the Group has actively selected appropriate variety and
conducted quality consistency evaluation for the first batch of selected
medicine during the Year.

The land use rights of two pieces of lands situated in Lianjiang County,
Fuzhou, the PRC, were delivered to the Group in 2015, which was at the
initial construction stage during the Year. Also, the Group has commenced
some preliminary work such as adjusting some design proposals. Affected by
several and mixed factors, the progress of construction project of Lianjiang
production base was slowed down. The Group will actively communicate
with the related parties to seek a better solution as soon as possible.

Purchase and Sales of Medicines and Healthcare Food Products

During the Year, the purchase and sales of medicines and healthcare food
business continued to maintain its growth. According to the products and
market characteristics, the sale focus of over the counter products which
the Group distributed was on the large and medium-sized chain drugstores,
while the sale strategy for the prescribed drugs was to cooperate with
national professional sales promotion company.

Given the growing demand in domestic medicines retail market and
healthcare food products market, as well as various factors, including the
higher number and type of drugs distributed by the Group, a flexible sales
policy, an optimized sales team, etc., the Group’s sales through large and
medium-sized chain drugstores achieved a satisfactory development, coupled
with growing sales scale.

During the Year, the sale and market share of Ginkgo Leaves Products (3R
EEM), the major type of product distributed by the Group, recovered to
normal standard, due to the fading of the influence for the pharmaceutical
ingredients supply.

Affected by the gradual implementation of the pharmaceutical circulation
“two invoice system” (RZEW) and “one invoice system” (—ZZl) in
some provinces in the PRC, the sales volume of some prescribed drugs of
the Group which were sold to the terminal medical institutions through
collaborative parties decreased. Amid to such circumstances, the Group
strives to seek new business model to mitigate the effect brought by the
above relevant policies on the Group.

Currently, the state continues to implement medical reform and the sales
model and channel of medicines are evolving. The Group will closely study,
upgrade and supplement its distribution and business model according to
the prevailing trend and new characteristics of state policies and industry
development. Besides, the Group will actively look for new type of products
for distribution and adjust the product mix structure so as to maintain its
competitive advantage in pharmaceutical industry.
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Management Discussion and Analysis

Recombinant Proteins and Polypeptide Drugs Business

It is expected that more resources will be required for the recombinant
proteins and polypeptide drugs business for recent years while it will be
difficult for such businesses to contribute to the Group’s profit in the coming
years, hence, in order to concentrate resources on the development of
profitable project, in January 2016, the Group disposed of the entire equity
interest in Jiangsu Neptunus Bio-pharmaceutical Company Limited (”Jiangsu
Neptunus”) and discontinued this business.

The discontinuation of such business and the in-vitro diagnostic reagents
business (discontinued in December 2015) has greatly reduced the research
and development expenses, administrative costs and cost of capital of the
Group. As a result, profit attributable to the owners of the Company during
the Year has been notably increased.

Environment, Society and Governance

The Group has been giving emphasis and taking actions in the aspects
of environment, society and governance, including: constantly improving
production efficiency, conserved resources and enhanced employees’
awareness of environmental protection. Regarding production, the output
corresponding to unit carbon emission increases, the pollution and the
emission of hazardous substance which are in violation of laws and
regulations are banned. Regarding office management, office supplies and
energy consumption are conserved. Also, the Group actively improved the
working environment and committed to social responsibility.

During the Year, the Company engaged a professional third party institution
to conduct the comprehensive communication (from various dimensions)
with stakeholders by way of face-to-face communication, telephone
interview, questionnaire survey and site visit. The relevant results are not only
the important reference to which we review and promote the sustainable
development agenda of the Group, but also provide a powerful basis for
the material selection and preparation of our first environmental, social and
governance report.

The first environmental, social and governance report prepared by the
Company pursuant to Appendix 20 of the GEM Listing Rules will be
published within three months following the release of the Company’s
annual report.
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Management Discussion and Analysis

B E R S AT

FINANCIAL REVIEW

The Group’s revenue for the Year was approximately RMB759,111,000
(2015: RMB721,346,000), representing an increase of approximately 5.2%
as compared with the corresponding period of last year. For the revenue,
approximately RMB 430,856,000 which amounted to approximately
56.76% of the revenue was derived from manufacturing and selling of
medicines, while approximately RMB328,066,000 which amounted to
approximately 43.22% of the revenue was derived from the purchase and
sales of medicines and healthcare food products. During the Year, due to the
effect of certain events such as the progress of some drug tenders in Fujian
Province and the enhancement of the clinical application management on
antibacterial drugs, the revenue from manufacturing and selling of medicines
decreased by approximately 5.6%. With the revenue of the purchase and
sales of medicines and healthcare food business increased by approximately
23.9%, the total revenue of the Group has an overall increase.

During the Year, the Group's gross profit margin was approximately 51%
(2015: 49%), representing a slight increase of approximately 2 percentage
points as compared with the corresponding period of last year. The
increase in gross profit margin was mainly due to the fact that (i) after the
implementation of the pharmaceutical circulation “one invoice system” in
Fujian Province, drug manufacturers can supply some medicines directly to
the terminal medical institutions, thereby increasing the sales volume and
unit prices of some products in the Group’s pharmaceutical manufacturing
segment (such as small volume injections and tablets); (ii) the revenue of
pharmaceutical manufacturing segment amounted to a larger proportion
of the Group’s revenue; and (i) affected by the change of tender policy
in Fujian Province, the sales structure of the Group’s pharmaceutical
manufacturing segment has changed, there was a relative decline in sales
volume of products with lower profit margin during the Year and there was
a relative increase in sales volume of products with higher profit margin
during the Year.

During the Year, the Group’s gross profit was approximately
RMB387,206,000 (2015: RMB352,760,000), representing an increase of
approximately 9.8% as compared with the corresponding period of last year.
The increase in gross profit was mainly due to (i) the increase in the Group'’s
gross profit margin during the Year; and (ii) an overall increase in the Group's
revenue, as a results of the increase in the sales scale of the purchase and
sales of medicines and healthcare food business.

During the Year, the Group's selling and distribution expenses were
approximately RMB225,786,000 (2015: RMB199,412,000), representing
an increase of approximately 13.2% as compared with the corresponding
period of last year. The increase in selling and distribution expenses was
mainly due to the fact that (i) the pharmaceutical manufacturing segment
was affected by the “one invoice system” (—Z2#l) in Fujian Province,
some products’ sales model changed, and selling expenses increased
accordingly; and (ii) the sales scale of the purchase and sales of medicines
and healthcare food business increased.
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Management Discussion and Analysis

During the Year, the Group’s administrative expenses were approximately
RMB 50,441,000 (2015: RMB58,630,000), representing a decrease of
approximately 14% as compared with the corresponding period of last year.
The decrease in administrative expenses was mainly due to the fact that
(i) the Group disposed of Taizhou Neptunus Nano Bio-medical Technology
Company Limited (“Taizhou Neptunus”) at the end of 2015 and Jiangsu
Neptunus in January 2016, both of which are research and development-
focused companies, resulting a decrease in corresponding administrative
expenses; and (ii) rental, depreciation and other tax decreased.

During the Year, the Group’'s other operating expenses amounted to
approximately RMB29,200,000 (2015: RMB50,537,000), representing
a significant decrease of approximately 42.2% as compared with the
corresponding period of last year. The decrease in other operating expenses
was mainly due to the fact that (i) as a result of the disposal of Taizhou
Neptunus and Jiangsu Neptunus, related research and development expenses
decreased; and (ii) write down of inventories decreased.

During the Year, the Group's finance costs amounted to approximately
RMB3,886,000 (2015: RMB10,361,000), representing a significant decrease
of approximately 62.5%. The decrease in finance costs mainly because
that the Group has repaid part of the external borrowings, including
shareholder’s interest-bearing financial assistance and bank loans, during the
Year.

Due to the above reasons, the Group's profit after tax increased from
approximately RMB31,478,000 of the corresponding period of last year,
to approximately RMB72,817,000 of the Year, representing an increase of
approximately 131.3%. Profit attributable to the owners of the Company
significantly increased from approximately RMB21,055,000 of the
corresponding period of last year, to approximately RMB62,692,0000f the
Year, representing an increase of approximately 197.8%.

LIQUIDITY AND FINANCIAL RESOURCES

The Group usually finances its operating and investing activities with its
internal financial resources and bank loans. The Group’s transactions are
mainly denominated in Renminbi and the Group reviews its working capital
and finance requirements on a regular basis.
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Management Discussion and Analysis
BIRE S LT

Banking Facilities

As at 31 December 2016, the Group’s short-term bank borrowings
amounted to RMB100,000,000. Details of banking facilities please refer to
note 24 to the consolidated financial statements.

Shareholder’s Entrusted Loan

The Company obtained a shareholder’s entrusted loan of RMB9,000,000 from
Shenzhen Neptunus Bio-engineering Co., Ltd. (“Neptunus Bio-engineering”)
through an entrusted arrangement with a bank. Neptunus Bio-engineering
had undertaken to the Company that it would not demand repayment of
the above-mentioned shareholder’s entrusted loan unless and until: (1) the
repayment of such shareholder’s entrusted loan would not adversely affect
the operations of the Company and/or its business objectives as set out in the
prospectus published by the Company on 29 August 2005 (the “Prospectus”);
(2) each of the independent non-executive Directors was of the opinion that
the repayment of such shareholder’s entrusted loan would not adversely affect
the operations of the Company and/or the implementation of its business
objectives as set out in the Prospectus, and the Company would make an
announcement in respect of the decision of the independent non-executive
Directors made under (2); and (3) the Company had a positive cash flow and
had retained profits in the relevant financial year.

NET CURRENT ASSETS

As at 31 December 2016, the Group had net current assets of approximately
RMB365,673,000. Current assets comprised cash and cash equivalents
of approximately RMB325,195,000, inventories of approximately
RMB136,749,000, fixed deposit of approximately RMB4,000,000,
trade and other receivables of approximately RMB210,918,000.
Current liabilities comprised trade and other payables of approximately
RMB187,124,000, interest-bearing bank borrowings to be repaid within
one year of approximately RMB100,000,000, current tax of approximately
RMB14,664,000, entrusted loan of approximately RMB9,000,000 and
deferred revenue of approximately RMB401,000. The net current assets
increased approximately by RMB68,233,000 as compared with that of
approximately RMB297,440,000 as at 31 December 2015. The increase in
net current assets as compared to that on 31 December 2015 was mainly
due to the fact that (i) as a result of the disposal of Jiangsu Neptunus, net
current assets decreased by approximately RMB74,605,000; (ii) as the sales
scale of the Group increased, cash and cash equivalents and fixed deposit
aggregately increased by approximately RMB29,093,000; and (iii) trade and
other payables decreased by approximately RMB121,512,000.
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Management Discussion and Analysis

PLEDGE OF ASSETS

As at 31 December 2016, banking facilities of the Group of
RMB100,000,000 were secured by pledge of its buildings and prepaid lease
payments and the pledged buildings and prepaid lease payments were stated
at an aggregate value of approximately RMB103,633,000.

FOREIGN CURRENCY RISK

During the Year, the Group’s operating revenue, major selling costs and
capital expenditure were denominated in RMB. As at 31 December 2016,
the Group’s cash and cash equivalents were mainly denominated in RMB.
As such, the foreign currency risk facing the Group is limited. Currently, the
Group has not adopted any financial instrument for hedging purposes.

SEGMENT INFORMATION

Segment revenue and segment results by business and region of the Group
for the Year are set out in note 6 to the consolidated financial statements.

CAPITAL COMMITMENTS

As at 31 December 2016, the Group has contracted commitments for future
capital expenditure of approximately RMB1,652,000. The Board believes that
such capital expenditure can be financed by the Group’s bank deposits and
bank borrowings.

CONTINGENT LIABILITY

As at 31 December 2016, the Group had no significant contingent liability.

MAJOR INVESTMENT PLANS

During the Year, other than the aforesaid construction of Lianjiang
production base, the Group did not make any other major investments.
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Management Discussion and Analysis
BIRE S LT

HUMAN RESOURCES

As at 31 December 2016, the Group employed a total of 1,251 staff (2015:
1,426).

During the Year, the staff costs including directors’ remuneration which
amounted to approximately RMB73,967,000 (2015: approximately
RMB93,051,000). The salaries and fringe benefits of the Group’s employees
remained competitive. The employees’ incentives were reviewed and
determined annually pursuant to the remuneration and bonus policies of the
Group based on the performance of the employees. The Group also provided
various other benefits to its employees.

Compared with 31 December 2015, the slight decrease in the number of
employees of the Group for the Year was mainly due to the disposal of a
subsidiary of the Group in the Year.

The Group monitored closely the remuneration and fringe benefits of the
employees and rewarded employees in accordance with the Group’s business
performance. In addition, training and development opportunities for the
employees were also provided by the Group.
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Directors, Supervisors and Senior Management Profile
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Executive Directors

Mr. Zhang Feng (5K%$%), aged 45, has been appointed as the chairman of
the Board and the compliance officer of the Company since June 2011. He
obtained a MBA degree from University of Technology, Sydney. Mr. Zhang
studied in Goteborg University, Sweden. He is a member of the 11th session
of All-China Youth Federation (FZE2EEFEAE ) and the 11th session
of Chinese People’s Political Consultative Committee of Jilin Province, the
deputy chairman of Jilin Youth Federation (F#M%& & F A ), the deputy
president and standing committee member of the 8th session of council of
Guangdong Province Youth Entrepreneurs Association (R & 5 FEXK
@) and the deputy president of the 5th session of council of Shenzhen City
Youth Entrepreneurs Association (RIITEFEERBHE). Mr. Zhang was
the general manager of Shenzhen Neptunus Pharmaceutical Co., Ltd. and
Shenzhen Neptunus Tongai Pharmaceutical Manufacturing Company Ltd.,
the deputy general manager and the chief marketing officer of Neptunus
Bio-engineering. He is currently the deputy chairman of the 7th session
of the board of directors of Neptunus Bio-engineering, the controlling
shareholder of the Company which directly and indirectly holds 73.51%
of the entire issued share capital of the Company, a director of Shenzhen
Neptunus Group Company Limited and Shenzhen Neptunus Jiankang
Technology Development Co., Ltd. (FIITEEEEEHIZEEBRAR),
the legal representative of Shenzhen Neptunus Changjian Pharmaceutical
Company Limited, the chairman of the board of directors and the legal
representative of Fuzhou Neptunus Fuyao Pharmaceutical Company Limited
and Fuzhou Neptunus Jinxiang Chinese Pharmaceutical Company Limited.

Mr. Xu Yan He (%:#F0), aged 60, has been appointed as an executive
Director since June 2011. On 3 March 2016, he was appointed as the
general manager and authorised representative of the Company. Mr. Xu
graduated from Zhejiang Engineering College, the PRC, with a bachelor’s
degree in 1982, and has nearly 30 years of experience in pharmaceutical
manufacturing industry in China. He is the standing deputy president of
Fujian Pharmaceutical Profession Association (1REEEEEITEWE), the
deputy president of Fujian Pharmaceutical Association (@324 B£€) and
Fujian Medical Insurance Association (@24 EERERE). Mr. Xu is the
managing director of Fuzhou Neptunus Fuyao Pharmaceutical Company
Limited and Fuzhou Neptunus Jinxiang Chinese Pharmaceutical Co., Ltd.,
legal representative of Fuzhou Fuyao Medical Co., Ltd., the chairman of
the board of directors and the legal representative of Neptunus Fuyao
Pharmaceutical (Lianjiang) Comapany Limited and Neptunus Jinxiang Chinese
Pharmaceutical (Lianjiang) Company Limited, and the legal representative of
Lianjiang County Neptunus Fuyao Food Trade Company Limited. Mr. Xu has
received a number of recognition, including Outstanding Entrepreneur in
Fujian and Outstanding Pharmacist in China.
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Directors, Supervisors and Senior Management Profile
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Non-executive Directors

Mr. Liu Zhan Jun (215 ), aged 59, has been appointed as a non-executive
Director since June 2011. Mr. Liu graduated from Nankai University, the PRC
in 1997, with a doctoral degree in Economics and a postdoctoral degree
in Management. As a professor, he is a renowned expert in corporate
management and development strategies. Mr. Liu was the assistant to
the secretary and head of Research and Consulting Department of China
Development Institute in Shenzhen, China (434 BAZEAFERE (R Bl eI,
and the independent director of Neptunus Bio-engineering. He led and
participated in a number of national key research projects and corporate
consulting programmes. Mr. Liu has extensive experience in corporate
management and capital operation. He is currently a director of the 7th
session of the board of directors and president of Neptunus Bio-engineering,
a director of Shenzhen Neptunus Changjian Pharmaceutical Company
Limited, Neptunus Fuyao Pharmaceutical (Lianjiang) Comapany Limited and
Neptunus Jinxiang Chinese Pharmaceutical (Lianjiang) Company Limited.

Ms. Yu Lin (F#F), aged 60, has been appointed as a non-executive Director
since February 2005. Ms. Yu was the director and vice-president of Neptunus
Bio-engineering and was responsible for its new products research and
development. Currently, she is the legal representative and the chairman of
the board of directors of Shenzhen Neptunus Pharmaceutical Technology
Research Company Limited (FIIGTEEERLHFITERAE) and a
director of Fuzhou Neptunus Fuyao Pharmaceutical Comapany Limited. Ms.
Yu graduated from Sun Yat-Sen University of the PRC, and has more than 30
years of experience in biochemical and pharmaceutical industries in the PRC.

Mr. Song Ting Jiu (R$LAR), aged 61, has been appointed as a non-executive
Director since January 2014. Mr. Song graduated from Northeast Dianli
University in 1982. Mr. Song was engaged in the macroscopic and strategic
research regarding energy and the State’s economic development at the
Energy Research Institute under Chinese Academy of Sciences and was
granted the First Class Award of the State Scientific and Technological
Progress Award during such period. Since 1985, he has been engaged in
financial management and was appointed the positions of office supervisor,
deputy head and head at the Branch and Sub-branch of the Bank of China
in Shenzhen Municipality. Since 2002, he started taking tasks regarding
enterprise management and was the deputy general manager at Guangdong
Heng Feng Investment Company Limited (BEREZHREHFR AR, deputy
general manager at Shenzhen Heng Feng Real Property Company (I8
LEHlE /A7), managing deputy general manager at Heng Feng Hai Yue
Hotel (fE£)81%)E/E), general manager of Jiangsu Neptunus Health Food
Company Limited, vice-president of Neptunus Bio-engineering, and the
deputy general manager of the Company.
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Directors, Supervisors and Senior Management Profile

Mr. Zhao Wen Liang (#322), aged 41, was appointed as an executive
Director on 3 March 2016. He was re-designated to non-executive Director
on 6 June 2016. Mr. Zhao graduated from Harbin Normal University and
has been engaged in the sales management of pharmaceutical products.
He joined Neptunus Bio-engineering since 1998 and previously served as
regional sales manager as well as other positions. Mr. Zhao joined the Group
in January 2013 and was the general manager of Shenzhen Neptunus
Changjian Pharmaceutical Company Limited. He is currently a director of
Shenzhen Neptunus Changjian Pharmaceutical Company Limited, Fuzhou
Neptunus Fuyao Pharmaceutical Comapany Limited and Fuzhou Neptunus
Jinxiang Chinese Pharmaceutical Company Limited, and an executive director
and legal representative of Shenzhen Quanyao Network Pharmaceutical Co.,
Ltd. (RN 2 2248 B 25 fR /2 7]). He has over 10 years of experience in the
marketing management of pharmaceutical products.

Independent Non-executive Directors

Mr. Yick Wing Fat, Simon (57k#), aged 59, has been appointed as an
independent non-executive Director since August 2005. Mr. Yick holds a
bachelor’s degree in business administration, majoring in accounting, from
the Chinese University of Hong Kong. He is a fellow member of both the
Hong Kong Institute of Certified Public Accountants and the Chartered
Association of Certified Accountants in England. Mr. Yick has more than
30 years of experience in auditing, direct investment, investment banking
and corporate advisory services. In addition, Mr. Yick is an independent
non-executive director and chairman of the audit committee of Shanghai
International Shanghai Growth Investment Limited and China Singyes Solar
Technologies Holdings Limited (the shares of these two companies are listed
on the Main Board of the Stock Exchange), and also an independent non-
executive director, the convener of the nomination committee and a member
of the strategy committee and audit committee of Chengdu Xinrong
Environment Co., Ltd. (the shares of which are listed on the Shenzhen Stock
Exchange).

Mr. Poon Ka Yeung (%32[%), aged 50, has been appointed as an
independent non-executive Director since August 2005. Mr. Poon
obtained his bachelor’'s degree in mathematics with minor in economics
and marketing from the Chinese University of Hong Kong in 1989 and
was further admitted to the MBA degree by the University of Hull, United
Kingdom, in 1996. Mr. Poon has been appointed as an Honorary Institute
Fellow of the Asia-Pacific Institute of Business of the Chinese University
of Hong Kong since April 2002. He has been teaching marketing-related
subjects for the master’s degree in science program, MBA program and
Global Executive MBA program (OneMBA) of the Chinese University of Hong
Kong. Since June 2008, he has been appointed as visiting Adjunct Associate
Professor in the Department of Marketing of the Chinese University of Hong
Kong. In addition, Mr. Poon has been appointed as an independent non-
executive director of Great Eagle Holdings Limited (the shares of which are
listed on the Main Board of the Stock Exchange) since March 2016.
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Mr. Zhang lian Zhou (E&I5}), aged 47, has been appointed as an
independent non-executive Director since 21 January 2016. Mr. Zhang
graduated from China Youth University of Political Studies with a B.A. degree
in 1990, from Beijing Foreign Studies University with a LL.B degree in 1992,
and from Boston University with a LL.M degree in 2002. He had been an
assistant professor of International Trade Law at Guangdong University of
Technology from 1992 to 1993. Mr. Zhang has been in private practice
since 1993 when he was qualified to practice law in the PRC. He is now a
partner of Beijing Anjie Law Firm and has extensive experience in the areas of
finance, investment, real estate and dispute resolution.

Supervisors

Mr. Xiong Chu Xiong (B&Z%8E), aged 61, has been appointed as a supervisor
of the Company since June 2008. Mr. Xiong obtained a doctorate degree in
accountancy from Xiamen University in 1992. Mr. Xiong was appointed as
an independent director of Neptunus Bio-engineering up to August 2007.
Mr. Xiong is currently an accounting professor of Shenzhen University. Mr.
Xiong is also the independent director of Shahe Industrial Co., Ltd. (A&
28D BRAF]) (stock code: 000014), China National Accord Medicines
Corporation Ltd. (BIZE&EE—HEERHBRAF) (stock code: 000028),
Shenzhen Wongtee International Enterprise Co., Ltd. (Rt 2EBR 2
%D B BR A A)) (stock code: 000056) and Shenzhen Laibao Hi-Tech Co., Ltd.
(YT SR BB A 7)) (stock code: 002106). The Shares of these four
companies are listed on the Shenzhen Stock Exchange.

Mr. Wang Bin (E#7), aged 57, has been appointed as a supervisor of the
Company since June 2011. Mr. Wang graduated from Precision Instrument
Department of Harbin Institute of Technology, the PRC, with a master’s
degree in 1986. He was a teacher in Precision Instrument Department of
Harbin Institute of Technology, the deputy general manager of Shenzhen
Jingshan Group Joint-stock Company Limited (&I ILEB D ER A F),
the chief human resources officer of Shenzhen Neptunus Group Company
Limited (between 1997 and 2000) and the deputy dean of Harbin Institute of
Technology Shenzhen Graduate School.

Mr. Yu Jun (®1E), aged 45, has been appointed as an employee
representative supervisor of the Company since June 2002. Mr Yu
joined the Company in June 2000 and previously served as the manager
of sales management department of the Company and the manager
of IT Department of the Company. Mr. Yu resigned as the employee
representative supervisor of the Company on 30 December 2016.
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18 SHENZHEN NEPTUNUS INTERLONG BIO-TECHNIQUE COMPANY LIMITED ANNUAL REPORT 2016



Directors, Supervisors and Senior Management Profile

Ms. Li Ting (Zf%), aged 35, has been appointed as an employee
representative supervisor of the Company since 30 December 2016. Ms. Li
obtained a bachelor’s degree of science from Guangdong Pharmaceutical
University in 2004 and a master degree of commerce (advanced) from
the University of Queensland, Australia in 2008 with major in professional
accounting. Ms. Li joined the Company in September 2009 and previously
served as a general ledger accountant, accounting supervisor, assistant to
Board secretary (financial controller) as well as other positions. Since February
2016, she has been serving as the director of the Board office of the
Company. Ms. Li possesses China securities practice qualification and China
intermediate accounting certification. She has rich experience in finance,
accounting and listed company governance.

Senior Management

Ms. Lee Mei Yi (Z=Z{%), aged 49, has been appointed as a joint company
secretary of the Company since 1 December 2008. Ms. Lee is a director
of Corporate Services Department of Tricor Services Limited and a fellow
member of both the Institute of Chartered Secretaries and Administrators
and the Hong Kong Institute of Chartered Secretaries. Ms. Lee has over 20
years of experience in the corporate secretarial area.

Ms. Mu Ling Xia (5% &), aged 46, has been appointed as the joint company
secretary, the Board secretary, the financial controller and the authorized
representative of the Company since April 2016. Ms. Mu graduated from
Xi'an Jiaotong University majoring in applied economics and obtained a
master degree in economics. Ms. Mu is a qualified board secretary of listed
companies as recognised by the Shenzhen Stock Exchange and a qualified
professional accountant in China. She also has China securities practice
qualification and is a joint member of the Hong Kong Institute of Chartered
Secretaries. Ms. Mu previously served as the board secretary of Shenzhen
Overglobe Development Company Limited (FIYIITHEZHEKRNDBRAR),
the director of the board office of Neptunus Bio-engineering, the securities
affairs representative authorised by the board of directors of Neptunus Bio-
engineering as well as other positions. Ms. Mu has been working on areas
such as listed company securities, financing and management for nearly
20 years and she possesses rich working experience in listed company
governance, capital operations, information disclosure, investor relations
management, investment and financing.

R EREEENEMROBRAT  20165FF 3k

55 BEENSAEEERE

et 355 BT —A~E+-A=1+H
REZTARAABIARRES - TLLIHR-F
T EESERES R IREE4 B YR T
TNFESRAFTETHMASLEEELT (SK)
Bf - TEEESHE - FTLULIN_TTNEN
AMAKRRR  CEAAES @5 xE &
EZeWE(FHKEEA)ESRSE B -T—X
FZABRETARREZEMAETEM - Tt
EAATEBHLEER  REPRSHANR
ARG @R LEmARAERLENK

SNEEE

TEELZLT 9 BZZTEZENFF+=A—H
BEZTARRRBEARME - FTLLTASE
EERBKARAFCERBBES  WARREF
TWERITRABERAERABRFIWELSER
@8 ZLUTHER - TENATIWELS -

REBERLT 46 B-ZE-REHARES
ERRRARMEARWE  EFEWE  MKR
BEARBERR - RUIEERARBARERE
RARBEREE  EREBESBELSEM - RLLA
BRINEFZ G LT AR EZTEWERR - P
BIAREEREER PEEFNREERELR
BE  URBBFHIWEASTHFEKE - KEE
RYTHEERROARARNESFSWNE B
ENEERPRETENEEENEEREER
HFEBRERERE - RRIUE LT ARES
MBEREBRTROI_TF HEEENLHARA
R BAEE  FEHE  REEBEER -
IR RIRRE TR -

19



Report of the Directors

EEgRE

The Board is pleased to present the report of Directors and the consolidated
financial statements of the Group for the year ended 31 December 2016.

Principal Activities

During the Year, the Group was principally engaged in the research and
development, production and sales of medicines, the purchase and sales of
medicines and healthcare food products.

Business Review

Details of business review during the Year are set out on pages 7 to 9 of this
annual report.

Summary of Financial Information

A summary of the published consolidated results and assets and liabilities of
the Group for the last two financial years ended 31 December 2016, and the
published consolidated results and assets and liabilities of the Group for the
Year is set out on pages 54 to 162.

Dividends

The Directors do not recommend the distribution of any dividends for the
Year (2015: Nil).

Property, Plant and Equipment

Details of movements in the property, plant and equipment of the Group
and the Company during the Year are set out in note 14 to the consolidated
financial statements.

Share Capital

There has been no movement for the Company’s share capital during the
Year, details of which are set out in note 28 to the consolidated financial
statements.

Reserves

Details of movements in the reserves of the Group and Company during the
Year are set out in note 29 to the consolidated financial statements.

Distributable Reserves

At 31 December 2016, the Company had no distributable reserves, while its
accumulated loss, calculated in accordance with the Company’s articles of
association and relevant rules and regulations, amounted to approximately
RMB118,876,000.
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Capitalized Interest
The Group has no capitalized interest during the Year.

Pre-emptive Rights

There are no provisions for pre-emptive rights under the Company'’s articles
of association or the laws of the PRC which would oblige the Company to
offer new shares on a pro rata basis to existing shareholders.

Purchase, Sale Or Redemption of the Listed Shares
of the Company

The Company and its subsidiaries did not purchase, sell or redeem any of the
Company’s listed shares during the Year. The Company and its subsidiaries
also did not redeem, purchase or cancel any of their redeemable securities.

Major Customers and Suppliers

In the Year, sales to the Group’s five largest customers accounted for
approximately 18.9% of the total sales for the Year and sales to the largest
customer included therein amounted to approximately 6% of the total sales
for the Year. Purchases from the Group's five largest suppliers accounted for
approximately 36.1% of the total purchases for the Year and purchases from
the largest supplier included therein amounted to approximately 23.1% of
the total purchases for the Year.

Save as disclosed in this report, none of the Directors, the supervisors of
the Company or any of their associates or any shareholders (who, to the
best knowledge of the Directors, own more than 5% of the Company’s
issued share capital) had any beneficial interest in the Company’s five largest
customers and suppliers.

Directors and Supervisors

The Directors and supervisors of the Company during the Year and up to the
date of this report, and their terms of employment were:

Executive Directors
Mr. Zhang Feng 3 years from his re-appointment on 25 June
2014
3 years from his re-appointment on 25 June
2014
re-appointment on 25 June 2014, resigned

on 3 March 2016

Mr. Xu Yan He

Mr. Chai Xiang Dong
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Report of the Directors

EREWmS

Non-executive Directors FHITES

Mr. Liu Zhan Jun 3 years from his re-appointment on 25 June BEELRE R-ZE—NWNFEXAZ+HRHEBRX
2014 EL{E - REI=F

Ms. Yu Lin 3 years from her re-appointment on 25 June Tz £ R-ZE—NFENA-Z+HRHEHBX
2014 BRI =%

Mr. Song Ting Jiu 3 years from his re-appointment on 25 June REAKLE R-ZT—HWNFEXA-ZTHBEBRX
2014 BRI =%

Mr. Zhao Wen Liang from his re-appointment on 29 June 2016 up B REE F:Zﬁ—/‘*\iﬁﬁj - —f—jL BBX

(Note (a)) to 24 June 2017 (Hit(a) ZE ARHE-_ZT—tERX

H —+mAH
Independent non-executive Directors BYFHTES

Mr. Yick Wing Fat, Simon

3 years from his re-appointment on 25 June
2014

PXRERE R

T-MERAZTHBEHBKR
ERE - REI=F

Mr. Poon Ka Yeung 3 years from his re-appointment on 25 June ERBAE R-ZE—NESA-+HRBEBR
2014 BEE - RHB=F
Mr. Zhang Jian Zhou from his re-appointment on 29 June 2016 up ERRSEE RZE—AR"FAAZTABBR
(Note (b)) to 24 June 2017 (Ki7E b)) BEE BRBMZE_ZT—tFX
AZ+mA
Mr. Yu Bo re-appointment on 25 June 2014, resigned Tkt RZZE—-—NFR ﬂ —+RHAH
on 21 January 2016 REZE RZE—X"F—AH
—+—REfT
Supervisors E=x
Mr. Xiong Chu Xiong 3 years from his re-appointment on 25 June RRERRSEE RZFE-—MOFEARAZTHEABR
2014 BZRE - RY=F
Mr. Wang Bin 3 years from his re-appointment on 25 June WA R-ZE—NEA-+HEHBKX
2014 BEZRE - RY=F
Ms. Li Ting from her appointment on 30 December 2016 et RZE—R"FE+_A=+HEZ
up to 24 June 2017 - BREE-ZFT—-—tF A
—+mA
Mr. Yu Jun re-appointment on 25 June 2014, resigned 5y B8 4 A4 R-ZE—NEA-+HEHBX
on 30 December 2016 BZE RZZT—X~"F+=A
=+ HBEHTE
Notes: et -
(@)  Mr. Zhao Wen Liang was appointed as an executive Director on 3 March 2016, (@) HBXREER-ZZ-—R"EZA=ZABZERHT
and re-designated to non-executive Director on 6 June 2016. B RZE-REXAXRNBERAETRIENTE
-

(b)  Mr. Zhang Jian Zhou was appointed as an independent non-executive Director

on 21 January 2016.

(b)

BRAEER-E
B IFMITESE

—RNEFE-AZ+—HEZER

The Company confirms that as at the date of this report, it has received $’/}ETEE;.,U%Z¢$¢E¢EIHE HE WK Sk
annual confirmations of independence from Mr. Yick Wing Fat, Simon, EBRBEENRERSEEFEBR | 2T
Mr. Poon Ka Yeung and Mr. Zhang Jian Zhou. The Company still considers RE - AR MR E=ZLBIYIEHITEENASE
the three independent non-executive Directors during the Year to be EEAAI%ER FHBEBIES 09 RIESIE T 2 BT

independent pursuant to Rule 5.09 of the GEM Listing Rules. 15 o
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Service Contracts of Directors and Supervisors

Each of the Directors and supervisors of the Company has entered into a
service contract with the Company with a term up to 24 June 2017 and is
subject to termination by either party giving not less than three months’ prior
written notice to the other.

None of the Directors or supervisors of the Company has entered into
any service contract with the Company which is not determinable by the
Company within one year without payment of compensation other than
statutory compensation.

Directors’ and Supervisors’ Remuneration

Directors’ remuneration is subject to shareholders’ approval at general
meetings. Other emoluments are determined by the Remuneration
Committee with reference to Directors’ duties, responsibilities and
performance and the results of the Company. Details of the remuneration of
the Directors are set out in note 10 to the consolidated financial statements.

According to the service contracts entered into between the Company
and its supervisors, (i) the Company shall pay Mr. Xiong Chu Xiong the
remuneration of RMB30,000 per annum for his service as a supervisor; (ii)
the Company shall pay Mr. Wang Bin the remuneration of RMB30,000 per
annum for his service as a supervisor; and (iii) Ms. Li Ting, the employee
representative supervisor, currently is not entitled to the remuneration for her
service as a supervisor.

Five Highest Paid Employees

The five highest paid employees and their remuneration are set out in note
11 to the consolidated financial statements.

Directors’ and Supervisors' Interests in Contracts

Save for the service contracts of the Directors and supervisors of the
Company as disclosed above, there were no transactions, arrangements or
contracts of significance to which the Company or its controlling shareholder
was a party and in which a Director or supervisor of the Company had a
material interest, either directly or indirectly, subsisting at the end of the Year
or at any time during the Year.

Share Option Scheme, Convertible Securities and
Warrants

Up to 31 December 2016, the Company and its subsidiaries have not
adopted any share option scheme and have not granted any option,
convertible securities, warrants or other similar rights.
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PERMITTED INDEMNITY PROVISION

At no time during the Year and up to the date of this report, there was or is,
any permitted indemnity provision being in force for the benefit of any of the
Directors of the Company or an associate company.

During the Year, a Directors, Supervisors and Senior Management Liability
Insurance is in place to provide appropriate cover for the directors,
supervisors and senior management of the Group. However, such insurance
coverage shall not extend to any matter in respect of any fraud or dishonesty
which may attach to such director, supervisor and senior management.

Interests and Short Positions of Directors,
Supervisors and Chief Executives in the Listed
Securities

As far as the Directors or supervisors of the Company are aware, as at 31
December 2016, the interests and short position of the Directors, supervisors
and chief executives of the Company in the shares, underlying shares and
debentures of the Company and its associated corporations (within the
meaning of part XV of the Securities and Futures Ordinance), which were
required to be notified to the Company and the Stock Exchange pursuant to
Part XV of the Securities and Futures Ordinance (“SFO") (including interests
or short positions which they were taken or deemed to have under such
provisions of the SFO), or were required, pursuant to section 352 of the SFO,
to be and were recorded in the register to be kept by the Company, or were
required, pursuant to Rule 5.46 to Rule 5.67 of the GEM Listing Rules to be
notified to the Company and the Stock Exchange were as follows:

Long positions in the shares of the Company:

FEERTRYTR R 3L
EXRFENRBEARE QM  ETFETEAN
ARTLAEE RIS AT BE AN AR
SRR -

REAFEARRERBELRENSRERAERER
TR BEAKECZES EEMEREEAR
REEENRE - AMABRRETHELTE
MERHES LEEREREBABTRERZ
EARFHTBEEE -

B EERESTRAEBRLED
EEPNERERAR

RARBESKESEHAN  HE_T— A F+=
A=+—8 ARAES  BESRES1TTHRAR
RARR REREAE (EERES KBS KD
FTREI) 2D - HERGREEERHEEAE
RIEFEHF LSRN ((EHRBEENDE+TR
BAMGARR KRBz ES AR (BIERE
BHREEED 2 BRBIEUEREESE AR SH
BRERIAE)  RAREESFRBSENE
352 {EERA R BRITFH 2 B L MB e kB ik
ZHESRSIAR ¢ RIEAIER RIS 54615
567G REMAMERNAT KBRS
KogBmT

RARBBMD 2R

Approximate

Approximate  percentage of
percentage of the Company’s

Number of all the issued

domestic domestic shares share capital

Type of shares held LB HAELQTE
Director/supervisor Capacity interests B»E RNERZ BITRAZ
BE BEE S ERESR RNEREE BHESH BHUES L
Mr. Song Ting Jiu (Note (a)) Beneficial owner Personal 1,521,500 0.12% 0.09%
RIEASLE (B752 (@) EnEaA EA
Notes: Hiat -

(@)  Non-executive Director of the Company

(@) AERRBENITES
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Long positions in shares of associated corporations of the Company:

Report of the Directors
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RARBEBOEERD 2R

Approximate

percentage of

associated

Number of corporation’s

Name of shares in issued

associated associated share capital

Type of corporation corporation {hAEEEE

Director Capacity interests AE B HEREEE ERITREZ

Ex 54 ERER EEAR ZRGBHE BYBEDL

Mr. Zhang Feng (Note (a)) Beneficial owner Personal Neptunus 1,331,093 0.05%
SREESAE (M1 (@) BEmEA A A Bio-engineering
BEEY)

Mr. Liu Zhan Jun (Note (b)) Beneficial owner Personal Neptunus 8,883,793 0.34%
2| HE L (Wt b)) BEmEA A {8 A  Bio-engineering
BEEY)

Ms. Yu Lin (Note (c) Beneficial owner Personal Neptunus 2,724,660 0.10%
Tkt (Hat () Em=EAA {8 A  Bio-engineering
BEED

Mr. Song Ting Jiu (Note (d)) Beneficial owner Personal Neptunus 2,525,000 0.10%
RIEASLE (HT7E () BB A {8 A  Bio-engineering
BEEY)

Mr. Zhao Wen Liang (Note (e)) Beneficial owner Personal Neptunus 700,000 0.03%
SRS E (B it () BEmEA A fE A Bio-engineering
BEEY)

Notes: st -

(@  Mr. Zhang Feng, deputy chairman of the board of directors of Neptunus Bio-
engineering, was beneficially interested in approximately 0.05% of the entire
issued share capital of Neptunus Bio-engineering, the Company’s controlling
shareholder, which in turn held directly and indirectly the beneficial interest
in approximately 73.51% of the entire issued share capital of the Company,
of which 70.38% was directly held and 3.13% was indirectly held through
Shenzhen Neptunus Oriental Investment Company Limited (“Neptunus

Oriental”).

(@) BIEYVEERAERRBEEESHEBART
TRRR BT EM B EITRAA0.05% 2
X MEITEVEELBAEESEERNARED
EBITRALNT73.51% 2w - £ 70.38% &
HEEE 3 13%&ERIEETRABEGRAF

(MBERT ) MERS
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(b)

(e)

Mr. Liu Zhan Jun, director and president of Neptunus Bio-engineering, was
beneficially interested in approximately 0.34% of the entire issued capital of
Neptunus Bio-engineering, the Company’s controlling shareholder, which in turn
held directly and indirectly the beneficial interest in approximately 73.51% of the
entire issued share capital of the Company, of which 70.38% was directly held
and 3.13% was indirectly held through Neptunus Oriental.

Ms. Yu Lin was beneficially interested in approximately 0.10% of the entire
issued share capital of Neptunus Bio-engineering, the Company’s controlling
shareholder, which in turn held directly and indirectly the beneficial interest
in approximately 73.51% of the entire issued share capital of the Company,
of which 70.38% was directly held and 3.13% was indirectly held through
Neptunus Oriental.

Mr. Song Ting Jiu was beneficially interested in approximately 0.10% of
the entire issued share capital of Neptunus Bio-engineering, the Company’s
controlling shareholder, which in turn held directly and indirectly the beneficial
interest in approximately 73.51% of the entire issued share capital of the
Company, of which 70.38% was directly held and 3.13% was indirectly held
through Neptunus Oriental.

Mr. Zhao Wen Liang was beneficially interested in approximately 0.03% of
the entire issued share capital of Neptunus Bio-engineering, the Company’s
controlling shareholder, which in turn held directly and indirectly the beneficial
interest in approximately 73.51% of the entire issued share capital of the
Company, of which 70.38% was directly held and 3.13% was indirectly held
through Neptunus Oriental.

Save as disclosed above, as at 31 December 2016, none of the Directors,
supervisors or chief executives of the Company nor their respective associates
held any interests or short positions in the shares, underlying shares or
debentures of the Company or any of its associated corporations (within the
meaning of Part XV of the SFO), which were required to be notified to the
Company and the Stock Exchange pursuant to Part XV of the SFO, or were
required, pursuant to section 352 of the SFO, to be and were recorded in the
register to be kept by the Company, or were required, pursuant to Rule 5.46
to Rule 5.67 of the GEM Listing Rules, to be notified to the Company and
the Stock Exchange.

(d)

BTAEMEERBHRAEEREEZHBALNA
ERBRETEMEIPEBITIRAL 0.34% 21
X METEVEERBABEERREARRFEY
BEEBITIRALT73.51% 2w EH7038% BE
BEE  313% B TRIMERSSE -

FMLZ L ERSFEARRIERBR ST L2
EEITRAL0.10% 2 #xm  METEMEER
HEEaEEARREPEEITRAL73.51%
i EH7038% AEERA  3.13% &8
TRAEERES -

REAXREESMAERARERBEEETEY
M BITRALD0.10% 2 MEEEY
HELHEEZREARAEHEBITRALY
7351% 2z EHR7038% B EEFE
3.13% TR FEERFE -

WX REAEBERBEAERAARERBEEREIEY
E2EHEBTRALN0.03% 2 H2 METEY
EENEABEESBELARAR 2 BITRAD
7351% 2 EHR7038% A EERE G-
3.13% TR FHEERFE -

B EXFEEEIN R AF+-A=1+—
H  ARRESE  ZEXBERTHRAERBES
B2 B8 ABERAD RS HEAMRAEREE (F
ERELSRBEKRME TR 2D - BEK
DREEFTREARBEESRBERIE+TR
HAMERAR MBS RAR - ARE
BERBEGEMNEIS2EERARRBFEZER
Mg sk Bk 2 sA R « SHIRIRAIZEIR
EMRBIES 461&E5.6716 2R TEMAME AR
RAINEE P 2 B KR o
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Substantial Shareholders’ Interests in Shares and

Underlying Shares

So far as the Directors and supervisors of the Company are aware, as at 31
December 2016, the interests and/or short positions held by shareholders
(not being a Director, a supervisor or a chief executive of the Company) in
shares or underlying shares of the Company which were recorded in the
register required to be kept by the Company pursuant to Section 336 of the

SFO or had otherwise notified to the Company were as follows:

Long positions in the shares of the Company:

Report of the Directors
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FERRN RGO K AARBER G EDS

BAARBERESAA R —RF+A
=t—HB BRR(EFARFER BF2HEZS
TTHRAB)IRIERE 75 KB 565 336 fRZAH A
RNEMET 2 B R MATRDER B AN 2 B Ak {0 S B Ak
R AEAL T R AE AR A M E AR KA

N

RARBBM ZHR

Approximate

Approximate percentage of

Number of percentage of the Company’s
domestic all the issued
shares held domestic shares share capital
B¥E 5B RN
Name of Substantial Shareholder Capacity RER RERKN 2RITIRAMN
FTERRER 56 RHEE A ERY BYESH
Neptunus Bio-engineering (Note (a)) Beneficial owner 1,181,000,000 94.33% 70.38%
BEEY (BT (@) EmBAA
Interest in controlled 52,464,500 4.19% 3.13%
corporation
Rt EEE R
Shenzhen Neptunus Group Company Interest in controlled 1,233,464,500 98.52% 73.51%
Limited (“Neptunus Group”) (Note (b)) corporation
G EEB RS BRAE R EEE S
(DX EE D #F®)
Shenzhen Yinhetong Investment Interest in controlled 1,233,464,500 98.52% 73.51%
Company Limited (“Yinhetong”) corporation
(Note (c)) S A E
RYTHRABRE B R AT
(TR ) (H52 ()
Mr. Zhang Si Min (Note (d)) Interest in controlled 1,233,464,500 98.52% 73.51%
KBRS (Mt ) corporation
RirtEEE R
Ms. Wang Jin Song (Note (e)) Interest of spouse 1,233,464,500 98.52% 73.51%
FERL L (H15E () iy
Bank of Hangzhou Co., Ltd., Security interest in shares 1,181,000,000 94.33% 70.38%

Shenzhen Branch

(“Bank of Hangzhou") (Note (1))
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wINAT (THUNERTT D) (B ()
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Notes:

(@  Neptunus Bio-engineering was deemed to be interested in the 52,464,500
domestic shares of the Company held by Neptunus Oriental as the entire
issued share capital of Neptunus Oriental was beneficially owned by Neptunus
Bio-engineering. Neptunus Bio-engineering was also directly interested in
1,181,000,000 domestic shares of the Company. Therefore, Neptunus Bio-
engineering was directly and indirectly interested in 1,233,464,500 domestic
shares of the Company.

(b)  Neptunus Group was deemed to be interested in the 1,233,464,500 domestic
shares of the Company, which relate to the same parcel of shares referred to
in note (a) above, held by Neptunus Bio-engineering as Neptunus Group was
beneficially interested in approximately 45.93% of the entire issued share capital
of Neptunus Bio-engineering.

(©)  Yinhetong was deemed to be interested in 1,233,464,500 domestic shares of the
Company, which relate to the same parcel of shares referred to in note (a) above,
held by Neptunus Bio-engineering as Yinhetong was beneficially interested in
approximately 58.96% of the entire issued share capital of Neptunus Group,
which in turn was beneficially interested in approximately 45.93% of the entire
issued share capital of Neptunus Bio-engineering.

(d)  Mr. Zhang Si Min (“Mr. Zhang"”) was deemed to be interested in 1,233,464,500
domestic shares of the Company, which relate to the same parcel of shares
referred to in note (a) above, held by Neptunus Bio-engineering as Mr.
Zhang was beneficially interested in 70% of the entire issued share capital of
Yinhetong, which in turn was beneficially interested in approximately 58.96% of
the entire issued share capital of Neptunus Group, which in turn was beneficially
interested in approximately 45.93% of the entire issued share capital of
Neptunus Bio-engineering.

(e)  Ms. Wang Jin Song (“Ms. Wang”) was deemed to be interested in
1,233,464,500 domestic shares of the Company, which relate to the same parcel
of shares referred to in note (a) above, held by Neptunus Bio-engineering as Ms.
Wang is the spouse of Mr. Zhang and was taken to be beneficially interested in
any shares held by Mr. Zhang.

(f) Bank of Hangzhou was deemed to be interested in 1,181,000,000 domestic
shares of the Company held by Neptunus Bio-engineering, as such domestic
shares have been pledged to Bank of Hangzhou.

Save as disclosed above, the Directors and supervisors of the Company are
not aware of any other persons (except the Directors, supervisors or chief
executives of the Company) who held any interests or short positions in
the shares or underlying shares of the Company as recorded in the register
required to be kept by the Company under section 336 of the SFO as at 31
December 2016.
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Continuing Connected Transactions
Continuing Connected Transactions Exempt from Independent

Shareholders’ Approval Requirements

The continuing connected transactions of the Group exempt from
independent shareholders’ approval requirements during the Year are set out
below:

Nepstar Distribution Agreement

On 17 December 2014, the Company entered into a distribution agreement
(“Nepstar Distribution Agreement”) with Shenzhen Nepstar Pharmaceutical
Company Limited (“Nepstar”) (@ company indirectly owned by Mr. Zhang
Si Min, a brother of the chairman of the Company’s Board, and therefore a
connected person of the Company), pursuant to which the Group agreed to
supply self-manufactured drugs to Nepstar and its subsidiaries. The annual
caps of such transactions for the year 2015, 2016 and 2017 would not
exceed RMB21,000,000, RMB24,000,000 and RMB26,000,000 respectively.

During the Year, the Group has supplied drugs of approximately
RMB17,121,000 in total to Nepstar and its subsidiaries, which has not
exceeded the annual cap of the above agreement.

Neptunus Jiankang Distribution Agreement

On 17 December 2014, the Company entered into a distribution agreement
(the “Neptunus Jiankang Distribution Agreement”) with Shenzhen Neptunus
Jiankang Technology Development Company Limited (&EYIT/ETEER
ZERABMPRAF]) (“Neptunus Jiankang”), a fellow subsidiary and a connected
person of the Company, pursuant to which the Group agreed to purchase
and distribute various food and healthcare food products manufactured by
Neptunus Jiankang and its subsidiaries. The annual caps of such transactions
for the year 2015, 2016 and 2017 would not exceed RMB6,000,000,

RMB7,500,000 and RMB9,500,000 respectively.

During the Year, the Group purchased various food and healthcare food
products in aggregate of approximately RMB6,667,000 from Neptunus
Jiankang and its subsidiaries, which did not exceed the annual cap of the
above agreement.
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Hangzhou Neptunus Purchase and Sales Framework Agreement

On 29 July 2016, Neptunus Changjian entered into a purchase and sales
framework agreement (the “Hangzhou Neptunus Purchase and Sales
Framework Agreement”) with Hangzhou Neptunus Bio-engineering Co.,
Ltd. (MMETEWIRERAT) (“Hangzhou Neptunus”), which is
wholly-owned by Neptunus Group and therefore a fellow subsidiary and a
connected person of the Company, pursuant to which Neptunus Changjian
will purchase certain food and healthcare food products manufactured by
Hangzhou Neptunus for distribution in the PRC. The annual caps of such
transactions would not exceed RMB12,000,000, RMB14,000,000 and
RMB 16,000,000 for the period from 29 July 2016 to 31 December 2016 and
for the year 2017 and 2018 respectively.

During the Year, Neptunus Changjian has purchased food and healthcare
food products of approximately RMB6,517,000 from Hangzhou Neptunus,
which did not exceed the annual cap of the above agreement.

Jiamusi Neptunus Purchase and Sales Framework Agreement

On 29 July 2016, Neptunus Changjian and Jiamusi Neptunus Pharmaceutical
Company Limited (“Jiamusi Neptunus”), a fellow subsidiary and a connected
person of the Company, entered into a purchase and sales framework
agreement (the “Jamusi Neptunus Purchase and Sales Framework
Agreement”), pursuant to which Jamusi Neptunus will purchase certain
pharmaceutical products from Neptunus Changjian for the distribution
within the Heilongjiang Province and the surrounding areas. The annual
caps of such transactions for the period from 29 July 2016 to 31 December
2016 and for the year 2017 and 2018, would not exceed RMB5,000,000,
RMB6,000,000 and RMB7,000,000 respectively.

During the Year, Jamusi Neptunus has purchased pharmaceutical products of
approximately RMB3,268,000 in total from Neptunus Changjian, which did
not exceed the annual cap of the above agreement.

Having considered the above, the Directors (including non-executive
Directors and independent non-executive Directors) are of the opinion that
Nepstar Distribution Agreement, Neptunus Jiankang Distribution Agreement,
Hangzhou Neptunus Purchase and Sales Framework Agreement and Jiamusi
Neptunus Purchase and Sales Framework Agreement (1) were entered into
in the ordinary and usual course of business of the Group; (2) are on normal
commercial terms and on terms that are fair and reasonable and in the
interests of the Company and its shareholders as a whole.

The auditor of the Company has issued a letter to the Board confirming that
the above continuing connected transactions:

(i) have received the approval of the Board;
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(i) were, in all material respects, in accordance with the pricing policies of
the Group if the transactions involve the provision of goods or services
by the Group;

(i) have been entered into in accordance with the relevant agreements
governing the transactions; and

(iv)  did not exceed the respective annual caps.

Continuing Connected Transaction Not Exempt from Independent
Shareholders’ Approval Requirements

The continuing connected transaction of the Group not exempt from
independent shareholders’ approval requirements within the Year are set out
below:

Neptunus Pharmaceutical Distribution Agreement

On 10 December 2015, Neptunus Changjian entered into a distribution
agreement (the “Neptunus Pharmaceutical Distribution Agreement”)
with Neptunus Pharmaceutical (@ wholly-owned subsidiary of Neptunus
Group and therefore a fellow subsidiary and a connected person of the
Company), pursuant to which Neptunus Changjian will purchase various
pharmaceutical products manufactured by Neptunus Pharmaceutical and
distribute such products within the PRC for the period from 1 January 2016
to 31 December 2018. The Neptunus Pharmaceutical Distribution Agreement
became effective on 4 March 2016, upon the approval by the independent
shareholders at the extraordinary general meeting. On 11 October 2016, the
same parties entered into a supplementary agreement (the “Supplementary
Agreement”), pursuant to which, upon the approval of independent
shareholders at the extraordinary general meeting held on 23 December
2016, the annual caps under the Neptunus Pharmaceutical Distribution
Agreement for the period from 4 March 2016 to 31 December 2016 and for
the year 2017 and 2018, were revised to RMB91,100,000, RMB 114,000,000
and RMB143,500,000 respectively.

During the Year, Neptunus Changjian has purchased pharmaceutical
products of approximately RMB79,499,000 from Neptunus Pharmaceutical,
which did not exceed the annual cap of the above agreement.

Having considered the above, the Directors (including non-executive
Directors and independent non-executive Directors) are of the opinion that
Neptunus Pharmaceutical Distribution Agreement (as supplemented by the
Supplementary Agreement) (1) was entered into in the ordinary and usual
course of business of the Group; (2) are on normal commercial terms and on
terms that are fair and reasonable and in the interests of the Company and
its shareholders as a whole.

R REEENEMROERAT  20166FF R 31

Report of the Directors
EFgHE

(i MRS PREAEERES @RS - A
REFEEARTEAETAE BN EEK
=

(i) ERBREXZNBEEMEIIL : &

(iv) YtEBESAFELR-
TERRBYRRMERENFEBERS

REBENAFEAN TR 2B BRI ERER
HEWEXZEMT

BILEEAH &

RIZB-—RF+-HA+RE BIRBERETHESE
(REIEEZEMBLR  AUARARNME
EMBRRREEAL) T~ (8
TEEREBRD Bl BETRESBERSE
TERRENSRER UR T RF—H—
HEZZ-N\F+ZA=+—RHMEFBET
DI BEERREHER _FT—AF=AOAB
ERRFERIAS DEBT R ELER - RZF
—RNETAT—B  HBRFTOAFT LD
Z((WRBRE])  RZTE—RF+-A=-+=H
BRBFRIRNE LB BRRALER - BEERK
HIHERXS LRET AR T RE=ANBZE
“E-RETA=t+—HBHHE —E—LFE
RZZ-NFEHHIRAKR®91,100,0007T *
114,000,000 7t &2 AR # 143,500,000 T °

RAEE  BEIRRAESIEEEEHFHAHA
R #79,499,000 T * ZXR PRI EE T Eiult
WHEZFE LR -

REBLEXME  EF(BREIFATESTREYL
FNTES)RA  BEEXAHGZ (KM
FATE) (M DIRARE AR R —REFBRETFT
QDR -REEGRET  ARBERD
FEE  NAEARRANEBIRAEEAE



Report of the Directors
EEgHE

The auditor of the Company has issued a letter to the Board comfirming that
the above continuing connected transactions:

(i) have received the approval of the Board;

(i) were, in all material respects, in accordance with the pricing policies of
the Group if the transactions involve the provision of goods or services
by the Group;

(i) have been entered into in accordance with the relevant agreements
governing the transactions; and

(iv)  did not exceed the respective annual caps.

Management Contracts

No contracts concerning the management and administration of the whole
or any substantial part of the business of the Company were entered into or
existed during the Year.

Competing Interests

On 21 August 2005, Neptunus Bio-engineering, the controlling shareholder
of the Company, entered into an agreement with the Company containing
undertakings relating to non-competition and preferential rights of
investments (the “Non-Competition Undertakings”), pursuant to which
Neptunus Bio-engineering had undertaken to the Company and its associates
(among others), that as long as the securities of the Company are listed on
GEM:

1. it will not, and will procure its associates not to, whether within or
outside the PRC, directly or indirectly (other than those indirectly
held as a result of the equity interest in any listed company or its
subsidiaries), participate in or operate any business in whatever form,
or produce any products (the usage of which is the same as or similar
to that of the products of the Company) which may constitute direct
or indirect competition to the business operated by the Company from
time to time; and

2. it will not, and will procure its associates not to, hold any interest,
whether within or outside the PRC, in any company or organization
(directly or indirectly, other than those indirectly held as a result of
its equity interest in any listed company or its subsidiaries) when the
business of such company or entity will (or may) compete directly or
indirectly with the business of the Company.
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Pursuant to the Non-Competition Undertakings, at a time when the
Non-Competition Undertakings are subsisting, whenever Neptunus Bio-
engineering or any its associates enters into any negotiations, within or
outside the PRC, in relation to any new investment projects which may
compete with the existing and future business of the Company, the
Company shall have a preferential rights of investments in such new
investment projects.

Neptunus Bio-engineering has confirmed with the Company that it has
complied with the Non-competing Undertakings during the Year.

Sufficiency of Public Float

Based on information that is publicly available to the Company and the
knowledge of the Directors, at least 25% of the Company’s total issued
share capital was held by the public as at the date of this report.

Staff Retirement Scheme

Details of the staff retirement scheme of the Company are set out in notes
2.15 and 8 to the consolidated financial statements.

Auditor

The former auditor of the Company was Crowe Horwath (HK) CPA Limited
("Crowe Horwath (HK)"). Crowe Horwath (HK) resigned as the auditor of the
Company with effective from 25 November 2016 and Grant Thornton Hong
Kong Limited, Certified Public Accountants, was appointed as the Company’s
auditor to fill the casual vacancy with effective from 25 November 2016.
The consolidated financial statements have been audited by Grant Thornton
Hong Kong Limited, who will retire at the conclusion of the forthcoming
annual general meeting of the Company and being eligible, offer themselves
for re-appointment. A resolution for the re-appointment of Grant Thornton
Hong Kong Limited as auditor of the Company is to be proposed at the
forthcoming annual general meeting.

ON BEHALF OF THE BOARD

Shenzhen Neptunus Interlong Bio-technique Company Limited
Zhang Feng

Chairman

Shenzhen, the PRC
24 March 2017
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Corporate Governance Report

TRER/HRE

The Company strives to attain a high standard of corporate governance. The
principles of corporate governance adopted by the Company emphasize a
quality board, sound internal control transparency and accountability to all
stakeholders.

(A) Corporate Governance Practices

The Corporate Governance Code was effective for accounting periods
commencing on or after 1 January 2005. The Company put strong
emphasis on the superiority, steadiness and rationality of corporate
governance. The Board is of the view that the Company has complied
with the requirements set out in Appendix 15 “Corporate Governance
Code and Corporate Governance Report” of the GEM Listing Rules
throughout the Year.

(B) Code of Conduct Regarding Securities
Transactions by Directors

During the Year, the Company has adopted a code of conduct
regarding securities transactions by the Directors on terms no less
exacting than the “required standard of dealings” as set out in Rules
5.48 to 5.67 of the GEM Listing Rules. Having made specific enquiry
of all the Directors, all the Directors have confirmed that they have
complied with the “required standard of dealings” and the Company’s
internal code of conduct regarding securities transactions by the
Directors during the Year.

(©) The Board

The Board is responsible for planning and overseeing the overall
development and management of the Company with the objective
of enhancing shareholders’ value. The Board, led by the Chairman, is
responsible for the approval and monitoring of the overall strategies
and policies of the Company, approval of annual budgets and business
plans, evaluation of the Company’s performance and oversight of
the management. As at 31 December 2016, the Board comprised
nine Directors, including two executive Directors, four non-executive
Directors and three independent non-executive Directors. The
composition of the Board during the Year is set out as follows:

Executive Directors

Mr. Zhang Feng (Chairman of the Board)
Mr. Xu Yan He
Mr. Chai Xiang Dong (resigned on 3 March 2016)

Non-executive Directors

Mr. Liu Zhan Jun

Ms. Yu Lin

Mr. Song Ting Jiu

Mr. Zhao Wen Liang (appointed on 3 March 2016 as an executive
Director, re-designated to non-executive Director on 6 June 2016)
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Independent Non-executive Directors

Mr. Yick Wing Fat, Simon
Mr. Poon Ka Yeung
Mr. Zhang Jian Zhou (appointed on 21 January 2016)

Mr. Yu Bo (resigned on 21 January 2016)

The Board delegates day-to-day operations of the Company to the
executive Directors, while reserving certain key matters for its approval.
The management is responsible for the day-to-day operations of the
Company under the guidance of the General Manager.

During the Year, the Board performed the following corporate
governance duties:

(i)  to develop and review the Company’s policies and practices on
corporate governance and make recommendations to the Board;

(i)  to review and monitor the training and continuous professional
development of Directors and senior management;

(iii)  to review and monitor the Company’s policies and practices on
compliance with legal and regulatory requirements;

(iv) to develop, review and monitor the code of conduct applicable to
employees and Directors; and

(v) to review the Company's compliance with the Corporate
Governance Code and disclosure in the Corporate Governance
Report.

The participation of non-executive Directors in the Board brings
independent judgement on issues relating to the Company'’s strategy,
performance, conflicts of interest and management process to ensure
that the interests of all shareholders of the Company have been duly
considered. The biographies of the Directors are set out on pages
15 to 18, with details of diversity of skills, expertise, experience and
qualifications concerning the Directors. The term of office of each non-
executive Directors and independent non-executive Directors are set out
on page 22 of this annual report.

The Company has arranged appropriate insurance cover in respect of
legal action against the Directors.

The Board held twenty board meetings during the Year. The Directors
did not authorize any alternate director to attend any board meetings
during the Year.
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(D) Committees

The Board

strives to maintain an excellent corporate governance and

has established committees with written terms of reference setting out
the powers and duties of the committees.

1.  Audit Committee

The

Company had established the Audit Committee on 21

August 2005. The Audit Committee comprises one non-executive
Director, namely Ms. Yu Lin and two independent non-executive
Directors, namely Mr. Yick Wing Fat, Simon and Mr. Poon Ka
Yeung. Mr. Yick Wing Fat, Simon is the chairman of the Audit
Committee.

The primary duties of the Audit Committee are as follows:

(i)

(ii)

(iii)

(iv)

to consider, and to make recommendations to the Board
on the appointment, reappointment and removal of the
external auditors, and to approve the remuneration and
terms of engagement of the external auditors, and to resolve
any issues of resignation or dismissal of that auditor;

to review and monitor the external auditors’ independence
and objectivity and the effectiveness of the auditing process
in accordance with applicable accounting standards;

to discuss the nature and scope of the audit and reporting
obligations with the external auditors before the auditing
commences, and to ensure co-ordination where more than
one audit firm are involved;

to review and monitor the integrity of the quarterly, interim
and annual financial statements, reports and accounts of
the Company, and to review significant financial reporting

judgments contained therein, before submission to the

Board, focusing particularly on any changes in accounting
policies and practices, major judgmental areas, significant
adjustments resulting from the audit, etc;
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(v)

(vi)

(vii)

(viii)

(ix)

)

(i)

to review the Company’s financial control, internal control
and risk management systems;

to discuss with the management the system of internal
control and to ensure the management has discharged its
duties in maintaining an effective internal control system;

to review the external auditors’ letter to the management
and answer any material queries raised by the auditors to
management in respect of the accounting records, financial
accounts or system of internal control;

to ensure that the Board will provide a timely response
to the issues raised in the external auditor's letter to the
management;

to report to the Board on the matters set out herein and,
in particular, the matters required to be performed by the
Audit Committee under the Corporate Governance Code;

to act as the key representative body overseeing the
Company'’s relationship with the external auditors; and

to discuss problems and reservations arising from the interim
and final audits, and any matters the auditors may wish to
discuss (in the absence of management where necessary).

During the Year, Audit Committee has reviewed the quarterly,
interim and annual financial statements of the Group, who was
of the opinion that these statements complied with the applicable
accounting standards, the GEM and legal requirements, and that
adequate disclosures have been made. The Audit Committee held
seven meetings during the Year (of which two meetings were
held with the external auditors).
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Nomination Committee

The Company established the Nomination Committee on 16
March 2012. Currently the Nomination Committee comprises
one executive Director, Mr. Zhang Feng, and three independent
non-executive Directors, namely Mr. Yick Wing Fat, Simon, Mr.
Poon Ka Yeung and Mr. Zhang Jian Zhou. Mr. Zhang Feng is the
Chairman of the Nomination Committee.

The major duties of the Nomination Committee are as follows:

(i) to review the structure, size and composition (including the
skills, knowledge and experience) of the Board and make
recommendations on any proposed changes to the Board to
complement the Company'’s corporate strategy.

(i)  to identify individuals suitably qualified to become members
of the Board and select or make recommendations to
the Board on the selection of, individuals nominated for
directorships.

(i) to assess the independence of independent non-executive
Directors.

(iv) to make recommendations to the Board on the appointment
or re-appointment of Directors and succession planning for
Directors, in particular the chairman and the chief executive.

The Nomination Committee has adopted the Board Diversity
Policy (the “Policy”) which became effective on 1 September
2013. A summary of this Policy together with the measureable
objectives set for implementing this Policy, and the progress
towards achieving those objectives are outlined below.

The Company continuously seeks to enhance the effectiveness
of its Board and to maintain the highest standards of corporate
governance and recognizes and embraces the benefits of having
a diverse Board, which can be achieved through the consideration
of a number of factors, including but not limited to gender, age,
cultural and educational background, ethnicity, professional
experience, skills, knowledge and length of service.

The Nomination Committee has primary responsibility for
identifying qualified candidates to become members of the Board
and Board appointments will continue to be made on a merit
basis, with candidates being considered against objective criteria,
with due regard for the benefits of diversity on the Board. The
Nomination Committee is also responsible for monitoring the
implementation and reviewing the effectiveness of this Policy.

38 SHENZHEN NEPTUNUS INTERLONG BIO-TECHNIQUE COMPANY LIMITED

REZEES®

RRARERZZE—ZF=A+/<BKX
UTREZEE® - REZESHMBE—
BRITER(CRBEE) =Bk
HITEF (DRRSKELE ERS
T - ﬁﬂﬁ%&)@ﬁ RBAER
REHEZEET

REZEBENEEHIWT ¢

() WMAEFFHEE  ABENX
(@Eﬁﬁﬁi C MBS ERTE)
WRERABRERRFH QTR
BimEEEESEHNEERD
=

(il MEABREERIEIESN
AL i%“%%ﬁﬁAiﬁE
ERIBHAMEFERTER

(i) FPZIBIUIFMITESFBELIE -

(iv) REFZERENZREURES
(REREERITRER) BE
FREEERIEE -

REZARERBR-F—=FNA
—BEMZEFERE L TICRE
(T3 B ) - S 2 BB B,
TRBA T HIE 2 MR B BRI E
EERTXEE -

ARBTHHNIIREEEETS 2R
“'I%ﬁ?mHEM¢% A M BR
B FREEY—REZ Tt AR
W%$@@EE%’§@@%%%@
AEZEH BEATERER - F
B ERHBEBRS B BEL
5 - FAE C MEBRREEE -

REZESIZAEMTAERDNE
BERREFTENER  ZEEFEH
HERKAREER R ERE S I
NBBRERZE  UWEREFSZ T
MZX“°%%§EAWE%%%W
TEZRER R EBMIE -

ANNUAL REPORT 2016



During the Year, Nomination Committee has reviewed the
Board composition, the effectiveness of the Policy and make
recommendations to the Board on the individuals nominated for
directorships. During the Year, the Nomination Committee held
four meetings.

Remuneration Committee

The Remuneration Committee was established on 21 August
2005, comprising one executive Director and two independent
non-executive Directors, namely Mr. Zhang Feng, Mr. Yick Wing
Fat, Simon and Mr. Poon Ka Yeung. Mr. Poon Ka Yeung is the
chairman of the Remuneration Committee.

The major duties of the Remuneration Committee include:

(i) pursuant to provision B.1.2(c)(ii) of the Corporate
Governance Code, to make recommendations to the Board
on the Company’s policy and structure for all remuneration
of the Directors and the senior management and on the
establishment of a formal and transparent procedure for
developing policy on such remuneration;

(i) to determine the specific remuneration packages of all
executive Directors and the senior management of the
Company and to make recommendations to the Board of
the remuneration of the non-executive Directors; and

(i) to review and approve their performance-based
remuneration by reference to corporate goals and objectives
of the Company resolved by the Board from time to time.

The Remuneration Committee determined the remuneration
of the Directors according to their expertise, knowledge and
commitment to the Company with reference to the Company’s
profitability and the prevailing market conditions. The
Remuneration Committee should consult the executive Director
and the General Manager about its proposals relating to the
remuneration of the Senior Management.

During the Year, the Remuneration Committee held two meetings
to review the Group’s policy and structure for the remuneration of
the Directors and senior management, discuss the remuneration
packages for the newly appointed independent non-executive
director and senior management of the Company.
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During the Year, the number of Board and committee meetings and

(E) EEERMEBERES
REESBH Hjlﬁfaaﬁ%

RAFERN EEGMMBEZESEAR

Directors’ attendance are set out below: gREEZZHRERENT
Annual General Audit Remuneration Nomination

Directors Meeting Board Committee Committee Committee
BE RRAFAE g EVEE" FMEES REZEES
Zhang Feng (Chairman of the Board) 1M1 20/20 N/A 2/2 4/4
R (EFELE) TEF
Chai Xiang Dong (resigned on 3 March 2016) 0/1 4/20 N/A N/A N/A
MR (R=ZFE—NF=HA=HFHF) TEA TEA i A
Xu Yan He 11 20/20 N/A N/A N/A
FRIRA TiEMA TiERA TiEA
Liu Zhan Jun 11 20/20 N/A N/A N/A
2l5=E iE A iE A iE A
Yu Lin 11 20/20 717 N/A N/A
T3 TEA TEMA
Song Ting Jiu I7Al 20/20 N/A N/A N/A
REA TiEA TiEA iE A
Zhao Wen Liang (appointed as an executive 11 16/20 N/A N/A N/A

Director on 3 March 2016, re-designated NiE A NiE A i A

to non-executive Director on 6 June 2016)
YR (R -FE-—ANF=H=ABZERZHTESE

RZE—NFNANAEFNERIFNTESE)
Yick Wing Fat, Simon 171 20/20 717 2/2 4/4
Sk EE
Poon Ka Yeung 171 20/20 77 2/2 4/4
A
Yu Bo (resigned on 21 January 2016) 01 2/20 N/A N/A 1/4
TR (R=ZF—ANF—HA=F—HEE) EA TEA
Zhang Jian Zhou (appointed on 21 January 2016) 7 18/20 N/A N/A 3/4
BRI (R=ZF—ANF—A=F—HEZE) NERA TER

|
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(F) Continuous Professional Development for

Directors

During the Year, all members of the Board had attended relevant
professional development such as trainings or seminars according to
their own professionals. The Company also gave advice to Directors from
time to time in respect of training courses. On 7 November 2016, the
Company arranged Stephenson Harwood to provide training in respect
of “Director’s Duties and Responsibilities” for all Directors and senior
management of the Company. All Directors and senior management of
the Company have attended such training.

(G) Chairman and General Manager

As the leader of the Board, the Chairman is responsible for the approval
and supervision of the overall strategies and policies of the Company,
approval of annual budgets and business plans, evaluation of the
Company’s performance and oversight of the management. Mr. Zhang
Feng is the current Chairman of the Board. The General Manager
(same role as the post of chief executive pursuant to the Corporate
Governance Code) is responsible for the day-to-day operations of
the Company. Mr. Xu Yan He is the current General Manager of the
Company. The articles of the association of the Company has set out
the role and powers of the Chairman and General Manager. The roles
of the Chairman and General Manager are separate and are not be
performed by the same individual.

(H) Directors’ Responsibility for Accounts

(1)

The Directors have confirmed and acknowledged their responsibility for
the preparation of the Company’s financial statements is in compliance
with the relative regulations and applicable accounting standards. The
Board has also warranted that the Company’s financial statements
would be distributed in due course.

Auditor’s Remuneration

During the Year, approximately RMB1,341,000 (2015: RMB1,518,000)
and approximately RMB319,000 (2015: RMB913,000) were charged to
the Group's income statement for the external auditor’s audit services
and non-audit services respectively.
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Risk management and internal control

The Board is responsible for overseeing the internal control system and
risk management of the Group and for reviewing its effectiveness. To
facilitate the effectiveness and efficiency of business operations, to
ensure the reliability of financial report, to safeguard the Group’s assets
and the interest of shareholders and to ensure compliance with relevant
laws and regulations, the Company emphasizes the importance of
a sound internal control system. The internal control system and risk
management is designed to mange rather than to eliminate the risk of
failure to achieve business objectives, and can only provide reasonable
and not absolute assurance against material misstatement or loss.

The Board regularly and at least annually reviews the effectiveness of
the Group’s internal control system and risk management through the
Audit Committee, executive management, functional departments,
external advisers and external auditors.

During the Year, the management of the Company has appointed
an external consultant to conduct a review on the Group’s internal
control system and risk management system. Such external consultant
has carried out the analysis and independent appraisal of the
adequacy and the effectiveness of the internal control system and risk
management of the Group and has submitted the results of the review
and its recommendations and opinions for consideration to the Audit
Committee and the Board. The review covers all material controls,
including financial, operational and compliance and risk management
functions. The Audit Committee and the Board have discussed the
relevant results of the review and appropriate modifications will be
made to the management system of the Group according to the
findings and recommendations therein. Also during the Year, the Audit
Committee and the Board has assessed whether the Group’s resources
in accounting and financial reporting functions are sufficient, whether
the staff obtain sufficient qualification and experience and whether the
trainings for staff and related budget are sufficient.
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During the Year, the Audit Committee will review the effectiveness of
internal control system with following procedures and report the result
of the review to the Board:

1. discussing with executive management on areas of risks identified

2. reviewing the risks reported by external consultant of internal
control

3. reviewing external audit plan
reviewing the matters reported by external auditor

5. reviewing the report produced by executive management and
related functional departments to ensure appropriate controls are
in place and any deficiencies or irregularities, if any, are rectified

Based on the information supplied, coupled with its own observations
and with the assistance of the Audit Committee, the Board believes
that, in respect of the nature and size of the Group’s operations and
business, the present internal control system and monitoring process
(including sufficiency of the resources in accounting and financial
reporting functions, staff’s qualification and experience and trainings
for staff and related budget) are effective and have complied with the
requirements under the provisions of the code.

(K) Procedures for Handling and Dissemination of

Inside Information

The Board has established the Inside Information Policy for the handling
and dissemination of inside information. The Inside Information
Policy has stipulated the principle and contents of inside information
disclosure, the inside information’s management, security measures,
responsible persons and departments, reporting methods as well as
the disclosure process, etc. The management of the Company must
take all reasonable measures from time to time to ensure that proper
safeguards exist to prevent a breach of a disclosure requirement
in relation to the Company. Relevant inside information reporting
persons must promptly notify the Board secretary of the Company of
any matters that might constitute inside information and shall keep
confidentiality of such information. And the Board secretary of the
Company shall ask for instructions from the executive Directors as
soon as reasonably practicable, who will then evaluate whether the
information constitute inside information and if so, to disclose and take
other appropriate prompt action accordingly. In the event that there is
evidence of any material violation of the Inside Information Policy, the
Company will investigate relevant personnel for their responsibilities
and impose certain punishment, so as to avoid the recurrence of such
violation.
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Constitutional Documents

The constitutional documents of the Company have been published
both on the GEM and the Company’s website. At the annual general
meeting convened on 13 May 2013, certain amendments to the articles
of association of the Company (the “Proposed Amendments”) were
duly passed. On 25 June 2014, the relevant government authorities
approved the Proposed Amendments with slight changes (the
“Final Amendments”). Please refer to the announcement published
by the Company on 25 June 2014 for the details of the Proposed
Amendments and the Final Amendments. There has been no change in
the constitutional documents of the Company during the Year.

(M)COMPANY SECRETARY

The company secretary supports the Chairman, the Board and Board
committees by ensuring good information flow within the Board and
that Board policy and procedures are followed. The company secretary
reports to the Board and assists the Board in functioning effectively
and efficiently. She also advises the Board on governance matters and
facilitates the induction and professional development of Directors.
All Directors of the Company may call upon the company secretary
for advice and assistance at any time in respect to their duties and the
effective operation of the Board and the Board committees.

Ms. Lee Mei Yi and Ms. Mu Ling Xia are the joint company secretaries
of the Company, of which Ms. Lee is the external company secretary
and Ms. Mu is a full time employee of the Company. Ms. Mu is also the
financial controller of the Company who has day-to-day knowledge of
the Company’s affairs. Ms. Lee and Ms. Mu undertook not less than 20
hours of relevant professional training during the Year.
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(N) Shareholder’s Rights

0

(ii)

(iii)

According to the articles of association of the Company, two or
more shareholders holding more than 10% or more of the shares
with voting rights can sign one or more written requests with
the same format and contents, requesting the Board to convene
an extraordinary general meeting, and stating the topics of the
meeting. After receipt of the aforesaid written request, the Board
shall hold the extraordinary general meeting as soon as possible.
If the Board does not distribute the notice on holding the meeting
within 30 days after receipt of the aforesaid written request, the
shareholder(s) putting forward such requirement can convene
the meeting on his/their own within four months after the Board
receives such request.

Shareholders of the Company can make enquires to the Board
or the Company in relation to corporate governance or other
matters. The Company will not normally deal with verbal or
anonymous enquiries. Shareholders may send written enquiries
to the Company, by email to mix@interlong.com, or by fax to
(86) 755 8639 1610 or by mail to 24th floor, Neptunus Yinhe
Technology Mansion, 1 Keji Middle 3rd Road, Nanshan District,
Shenzhen, Guangdong Province, the PRC.

The Company encourages shareholders to attend and give advice
in the general meeting, or appoints proxies to attend general
meetings, and vote for them when they could not attend general
meetings. Under appropriate circumstances, chairman of the
Board, other members of the Board, Chairman of committees
under the Board or representative appointed by them, and
external auditors would attend general meeting of the Company,
and they would answer for the shareholders. They will also
consider or respond to the suggestions made by shareholders.

To put forward proposals at an annual general meeting or extraordinary
general meeting, the shareholders should submit a written notice of
those proposals with detailed contact information to the Company, by
email to mix@interlong.com, or by fax to (86) 755 8639 1610 or by
mail to 24th floor, Neptunus Yinhe Technology Mansion, 1 Keji Middle
3rd Road, Nanshan District, Shenzhen, Guangdong Province, the PRC.
The request will be verified with the Company’s share registrar and
upon their confirmation that the request is proper and in order, the
company secretary will ask the Board to include the resolution in the
agenda for the general meeting.
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Report of the Supervisory Committee

ESERE

To: All shareholders

The Supervisory Committee of the Company has exercised its powers
seriously to safeguard the interests of the Company and shareholders,
complied with the principle of good faith, discharged its duties
conscientiously and undertaken tasks in a diligent and proactive manner
in accordance with the Company Law of the PRC, the relevant Hong Kong
laws, regulations and the articles of association of the Company (the
“Articles of Association”).

The Supervisory Committee of the Company has reviewed in detail and
approved the audited financial statements and this report which will be
presented at the annual general meeting. Supervisors of the Company have
reviewed prudently the operation and development plans of the Company,
and carried out strict and effective supervision as regards whether major
decision-making and exact decisions by the management of the Company
are in compliance with the laws and regulations of the PRC and the Articles
of Association and safeguard the interests of shareholders. Supervisors
believe that during the Year, the operating results of the Company were
sufficient to reflect its position, and all expenses and costs incurred were
reasonable. The profit sharing scheme was in the long-term interest of
shareholders and the Company. The provision for statutory surplus reserve
and public welfare fund made during the Year has complied with the
applicable laws and regulations of the PRC and the Articles of Association.

During the Year, to the best knowledge of the Supervisory Committee,
no Directors or other senior management of the Company were found to
have abused his authority or have harmed the interests of shareholders
and employees. To the best knowledge of the Supervisory Committee, no
Directors or other senior management of the Company were found to have
violated any applicable laws or regulations, the Articles of Association or the
relevant regulations of China Securities Regulatory Commission. Supervisors
believe that the Directors and other senior management of the Company
have strictly observed their respective duties and acted prudently and
exercised their powers in good faith in the best interest of the Company.

The Supervisory Committee of the Company is full of confidence in the
future of the Company and would like to take this opportunity to express its
gratitude to all shareholders, Directors and staff for their strong support to
the Supervisory Committee.

By order of the Supervisory Committee
Xiong Chu Xiong
Chairman of Supervisory Committee

Shenzhen, the PRC
24 March 2017
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Independent Auditor’s Report

Grant Thornton
NG

INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF
SHENZHEN NEPTUNUS INTERLONG BIO-TECHNIQUE COMPANY LIMITED
(incorporated in the People’s Republic of China with limited liability)

Report on the Audit of the Consolidated

Financial Statements

Opinion

We have audited the consolidated financial statements of Shenzhen
Neptunus Interlong Bio-technique Company Limited (the “Company”)
and its subsidiaries (together, the “Group”) set out on pages 54 to 162,
which comprise the consolidated statement of financial position as at 31
December 2016, and consolidated statement of profit or loss and other
comprehensive income, the consolidated statement of changes in equity and
the consolidated statement of cash flows for the year then ended, and notes
to the consolidated financial statements, including a summary of significant
accounting policies.

In our opinion, the consolidated financial statements give a true and fair view
of the consolidated financial position of the Group as at 31 December 2016,
and of its consolidated financial performance and its consolidated cash flows
for the year then ended in accordance with Hong Kong Financial Reporting
Standards (“HKFRSs") issued by the Hong Kong Institute of Certified Public
Accountants (“HKICPA”) and have been properly prepared in compliance
with the disclosure requirements of the Hong Kong Companies Ordinance.

Basis for Opinion

We conducted our audit in accordance with Hong Kong Standards on
Auditing (“HKSAs") issued by the HKICPA. Our responsibilities under those
standards are further described in the Auditor’s Responsibilities for the Audit
of the Consolidated Financial Statements section of our report. We are
independent of the Group in accordance with the HKICPA's Code of Ethics
for Professional Accountants (the “Code”), and we have fulfilled our other
ethical responsibilities in accordance with the Code. We believe that the
audit evidence we have obtained is sufficient and appropriate to provide a
basis for our opinion.
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Independent Auditor’s Report

B AR S

Key Audit Matters

Key audit matters are those matters that, in our professional judgment, were
of most significance in our audit of the consolidated financial statements
of the current period. These matters were addressed in the context of our
audit of the consolidated financial statements as a whole, and in forming our

REETTEE

MRETERSRERMNERAE - BAYHA
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opinion thereon, and we do not provide a separate opinion on these matters. BR o

How the matter was addressed KM EH 0
The Key Audit Matter in our audit BRETSENME BEZERE
Valuation of inventories FEMME

Refer to notes 4(a)(iii) and 19 to consolidated financial statements.

At the reporting date, the Group held
inventories of approximately RMB137
million net of provisions of RMB1.8
million. In arriving at the net realisable
value of inventories, estimation and
management judgment, including use
of historical aging statistics, projection of
expected volume and price of future sale
of inventories, were exercised.

We have identified valuation of
inventories as a key matter to our
audit considering the materiality of
the balance and the calculations
are inherently subject to significant
judgement of management.

We evaluated and tested the controls
that management has established to
oversee and keep track of inventory
movements.

Among other substantive procedures,
we considered the accuracy of
historical provisions against actual
inventory write-offs.

On a sample basis we selected
inventory items and tested their net
realisable value calculation.

We compared subsequent sale prices
and volumes against those projected
in forecasts.

We were satisfied that the inventory
provision made at reporting date is
justified and could result the carrying
amount of inventories fairly stated.
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The Key Audit Matter

How the matter was addressed
in our audit

Intangible assets impairment assessment
Refer to notes 4(a)(iv) and 16 to consolidated financial statements.

At the reporting date, the Group
has intangible assets with indefinite
life, totaling RMB 99.6 million
including drug production and
selling rights and trade name. These
intangible assets were individually
assessed at year end for impairment
loss. The valuation process
employed significant estimates and
management judgement over the
cash flow forecasts, discount rates,
and benchmark growth rates of
particular drug markets.

We identified the impairment of
intangible assets as a key audit
matter due to the materiality of the
balances and the use of estimates
and judgement in assessing the
recoverability of intangible assets.

We obtained valuation reports from
the independent valuer employed
by the Company and assessed its
qualification and reputation.

We reviewed the valuation
methodology, questioned, among
other applicable models, the
valuation model selected and the
assumptions made.

We have reconciled input data to
supporting evidence, such as
approved budgets and considering
the reasonableness of these budgets.

We have compared prior year cash flow
projections with actual occurrence to
consider accuracy of management’s
prior projections and if the projections
were overly optimistic.

We were satisfied that the judgement
exercised by management is
rationalised.
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Independent Auditor’s Report
BN 2B RS

Other information

The directors are responsible for the other information. The other
information comprises all the information in the 2016 annual report of the
Company, but does not include the consolidated financial statements and
our auditor’s report thereon.

Our opinion on the consolidated financial statements does not cover the
other information and we do not express any form of assurance conclusion
thereon.

In connection with our audit of the consolidated financial statements,
our responsibility is to read the other information and, in doing so,
consider whether the other information is materially inconsistent with the
consolidated financial statements or our knowledge obtained in the audit or
otherwise appears to be materially misstated. If, based on the work we have
performed, we conclude that there is a material misstatement of this other
information, we are required to report that fact. We have nothing to report
in this regard.

Responsibilities of Directors and Those Charged with Governance for
the Consolidated Financial Statements

The directors are responsible for the preparation of the consolidated
financial statements that give a true and fair view in accordance with
HKFRSs issued by the HKICPA and the disclosure requirements of the Hong
Kong Companies Ordinance, and for such internal control as the directors
determine is necessary to enable the preparation of consolidated financial
statements that are free from material misstatement, whether due to fraud
or error.

In preparing the consolidated financial statements, the directors are
responsible for assessing the Group’s ability to continue as a going concern,
disclosing, as applicable, matters related to going concern and using the
going concern basis of accounting unless the directors either intend to
liguidate the Group or to cease operations, or have no realistic alternative
but to do so.

Those charged with governance are responsible for overseeing the Group’s
financial reporting process.
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Auditor’'s Responsibilities for the Audit of the Consolidated Financial
Statements

Our objectives are to obtain reasonable assurance about whether the
consolidated financial statements as a whole are free from material
misstatement, whether due to fraud or error, and to issue an auditor’s report
that includes our opinion. We report our opinion solely to you, as a body,
in accordance with our agreed terms of engagements and for no other
purpose. We do not assume responsibility towards or accept liability to any
other person for the contents of this report.

Reasonable assurance is a high level of assurance, but is not a guarantee that
an audit conducted in accordance with HKSAs will always detect a material
misstatement when it exists. Misstatements can arise from fraud or error
and are considered material if, individually or in the aggregate, they could
reasonably be expected to influence the economic decisions of users taken
on the basis of these consolidated financial statements.

As part of an audit in accordance with HKSAs, we exercise professional
judgment and maintain professional skepticism throughout the audit. We
also:

o Identify and assess the risks of material misstatement of the
consolidated financial statements, whether due to fraud or error,
design and perform audit procedures responsive to those risks,
and obtain audit evidence that is sufficient and appropriate to
provide a basis for our opinion. The risk of not detecting a material
misstatement resulting from fraud is higher than for one resulting from
error, as fraud may involve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal control.

e Obtain an understanding of internal control relevant to the audit
in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the Group’s internal control.

o Evaluate the appropriateness of accounting policies used and the
reasonableness of accounting estimates and related disclosures made
by the directors.
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Independent Auditor’s Report
BN 2B RS

Conclude on the appropriateness of the directors’ use of the going
concern basis of accounting and, based on the audit evidence obtained,
whether a material uncertainty exists related to events or conditions
that may cast significant doubt on the Group's ability to continue as
a going concern. If we conclude that a material uncertainty exists,
we are required to draw attention in our auditor's report to the
related disclosures in the consolidated financial statements or, if such
disclosures are inadequate, to modify our opinion. Our conclusions are
based on the audit evidence obtained up to the date of our auditor’s
report. However, future events or conditions may cause the Group to
cease to continue as a going concern.

Evaluate the overall presentation, structure and content of the
consolidated financial statements, including the disclosures, and
whether the consolidated financial statements represent the underlying
transactions and events in a manner that achieves fair presentation.

Obtain sufficient appropriate audit evidence regarding the financial
information of the entities or business activities within the Group to
express an opinion on the consolidated financial statements. We are
responsible for the direction, supervision and performance of the group
audit. We remain solely responsible for our audit opinion.

We communicate with those charged with governance regarding, among
other matters, the planned scope and timing of the audit and significant
audit findings, including any significant deficiencies in internal control that

we identify during our audit.

We also provide those charged with governance with a statement that we
have complied with relevant ethical requirements regarding independence,
and to communicate with them all relationships and other matters that may
reasonably be thought to bear on our independence, and where applicable,

related safeguards.
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From the matters communicated with those charged with governance, we
determine those matters that were of most significance in the audit of the
consolidated financial statements of the current period and are therefore the
key audit matters. We describe these matters in our auditor’s report unless
law or regulation precludes public disclosure about the matter or when, in
extremely rare circumstances, we determine that a matter should not be
communicated in our report because the adverse consequences of doing so
would reasonably be expected to outweigh the public interest benefits of
such communication.

Report on Other Legal and Regulatory Requirements
The engagement partner on the audit resulting in this independent auditor’s
report is Chiu Wing Ning.

Grant Thornton Hong Kong Limited
Certified Public Accountants

Level 12

28 Hennessy Road

Wanchai

Hong Kong

24 March 2017

Chiu Wing Ning
Practising Certificate No.: P04920
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Consolidated Statement of Profit or Loss
and Other Comprehensive Income

e R R E MR E W SR

For the year ended 31 December 2016
HE-_Z—RE+-_A=+—HLFE

2016 2015
—E-RE —E—hF
Note RMB’000 RMB’000
MisE ARETT AREFTT
REVENUE WA 5,6 759,111 721,346
COST OF SALES SHEMAE (371,905) (368,586)
GROSS PROFIT ER 387,206 352,760
OTHER REVENUE Hl A 7 9,102 8,724
OTHER NET INCOME Htgl A F58 7 3,674 3,730
Selling and distribution expenses HE MDA (225,786) (199,412)
Administrative expenses THAX (50,441) (58,630)
Other operating expenses HAb &M (29,200) (50,537)
PROFIT FROM OPERATIONS RERF 94,555 56,635
Finance costs B 8(a) (3.886) (10,361)
PROFIT BEFORE TAXATION RRBE A2 F 8 90,669 46,274
Income tax expense BIESR i Nba 9(b) (17,852) (14,796)
PROFIT AND TOTAL COMPREHENSIVE AEEBFR
INCOME FOR THE YEAR 2HW =T 72,817 31,478
Profit and total comprehensive DU EBEEREEEF
income for the year attributable to: REHEKEEHE
Owners of the Company KARHEB A 62,692 21,055
Non-controlling interests FEFERR A 10,125 10,423
72,817 31,478
Earnings per share for profit RETEERQREE A
attributable to the owners of BAAFEERRZ
the Company during the year SREAER
Basic and diluted BEAXRREE 13 3.74 cents 1.25 cents
AR¥3.74% AR¥1.25%

The notes on page 61 to 162 are an integral part of these consolidated

financial statements.
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Consolidated Statement of Financial Position

e B IR AR

As at 31 December 2016
RZF—R"F+=ZA=+—H

2016 2015
—EB—AE —E—RF
Note RMB’000 RMB’'000
gz AR¥T T ARETT
NON-CURRENT ASSETS FRBEE
Property, plant and equipment VI - BE KRR 14 140,111 133,742
Prepaid lease payments A ERE 15 99,578 101,931
Intangible assets BEEE 16 115,158 119,469
Deposit for acquisition of property, BEYE  BEMEEN
plant and equipment Be 17 914 1,027
Available-for-sale investments AfHERE 18 = 300
Deferred tax assets RIERIEE E 25(b) 991 1,435
Value-added tax recoverable AU ER - 783
356,752 358,687
CURRENT ASSETS REEE
Inventories FE 19 136,749 155,584
Trade and other receivables JRE LS BR 3 e EL A FE KSR IR 20 210,918 197,618
Pledged bank deposit BRI TIER 21 - 3,400
Fixed deposit TE BT 3K 22 4,000 17,608
Cash and cash equivalents Be MREEEY 22 325,195 282,494
676,862 656,704
Assets of disposal group DEARELER
classified as held for sale HEMRRIZEE 30 - 97,775
676,862 754,479
CURRENT LIABILITIES REBEE
Trade and other payables JE AT R 0 R L A FE A5 SR8 23 187,124 308,636
Interest-bearing bank borrowings MERITEE 24 100,000 100,000
Entrusted loans from the immediate HEBEARETER
parent company 26 9,000 9,000
Deferred revenue EIEW 7 27 401 539
Current taxation BNHAT I 25(a) 14,664 15,694
311,189 433,869
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Consolidated Statement of Financial Position

wRE SRR
As at 31 December 2016
RZZE—R"F+=A=+—H

2016 2015
—B-AF —T-RF
Note RMB’000 RMB’000
MasE AR®T T ARET T
Liabilities of disposal group NERFIELE
classified as held for sale NSRRIz B8E = 23,170
311,189 457,039
NET CURRENT ASSETS REEEFE 365,673 297,440
TOTAL ASSETS LESS CURRENT LIABILITIES BEERREEE 722,425 656,127
NON-CURRENT LIABILITIES kRBEE
Deferred revenue EEW S 27 4,492 5,107
Deferred tax liabilities FERIRE E 25(b) 18,394 19,098
22,886 24,205
NET ASSETS EEFE 699,539 631,922
EQUITY ER
Equity attributable to EARERA
owners of the Company bR
Share capital &N 28 167,800 167,800
Reserves (e 29 431,792 369,100
Total et 599,592 536,900
NON-CONTROLLING INTERESTS RS 99,947 95,022
TOTAL EQUITY AR 699,539 631,922
Zhang Feng Xu Yan He
Director Director
EFE EFE
The notes on page 61 to 162 are an integral part of these consolidated F61BEEF 162 BN BRI FLRE M HRE

financial statements.
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Consolidated Statement of Cash Flows
nJ\T%?i;iféziﬁiigiE%%

For the year ended 31 December 2016
HE-_Z—XF+-A=t+—HLEFE

R REEENEMROERAT  20166FFHR 57

2016 2015
—EB—AE —E—RF
RMB’000 RMB’'000
AR¥T T ARETFTT
OPERATING ACTIVITIES RETTE
Profit before taxation e 25 B ) 90,669 46,274
Adjustments for: R
Depreciation e 15,290 19,151
Amortisation of prepaid lease payments SELRRiEN T i 2,353 1,570
Amortisation of intangible assets B EESE 4,432 4,192
Impairment of trade receivables FEWERRORE 311 196
Impairment of other receivables E el S IE R E 248 195
Reverse of impairment loss on trade FEU R ORI E &R
receivables ol (286) (75)
Reverse of impairment loss on other E A EBGRIEREEE
receivables (5 (74) (370)
Reversal of overprovision of RIRE TR R
retirement benefits B EME (1,000) (1,021)
Write off of other payables i85 E A PR SRR - (977)
Finance costs s H 3,886 10,361
Interest income M EUA (2,594) (5,135)
Subsidy income released from B IEE RS
deferred revenue A48 BRI A (753) (1,220)
Written down of inventories HoRFE 4,764 7,618
Reversal of write down of inventory FEMRREE (1,860) (1,283)
Loss on disposal of property, HEME  WE R
plant and equipment BRI TR 221 192
Gain on disposal of a subsidiary HE—FB A RRE (1,594) -
Gain on disposal of HEAMHEERE
available-for-sale investment e (50) =
113,963 79,668
CHANGES IN WORKING CAPITAL EEESEE
Decrease/(increase) in inventories FERL, () 15,933 (21,499)
Increase in trade and other receivables R LS B R B L Ath R R IE S N (12,718) (54,711)
(Decrease)/increase in trade and other FEATBR SR N2 Eo A FE AT 5RT8
payables OV il (15,183) 69,372
(11,968) (6,838)



of Cash Flows

2015
—T-RHF
RMB’000
ARETT
CASH GENERATED FROM OPERATIONS & ELRE 72,830
Income tax paid — PRC EHFEH— (10,522)
CASH GENERATED FROM RETHELERSFE
OPERATING ACTIVITIES 62,308
INVESTING ACTIVITIES REED
Deposit for acquisition of property, BEWE  BERRENES
plant and equipment (510)
Payment for purchase of property, BEME - BERRENONK
plant and equipment (19,268)
Payment for expenditure of EREERZHNR
intangible assets (6,305)
Proceeds from disposal of property, HEWE - WE KRB
plant and equipment FiS 5018 110
Interest received BT & 5,135
Government grants received B B A 684
Decrease/(Increase) in pledged deposits BEBEFTORD,(EM) (3,400)
Decrease/(Increase) in fixed deposits TEEFEROR D, (18h0) (2,236)
Decrease in principal protected deposit RABIF TR D 20,000
Proceeds from disposal of HERHEERESNRIEA
available-for-sale investments =
Net cash flow from/(for) disposal HE—EMBAREL(FrA)
of subsidiary RenEFE (40)
Net cash from/(used in) investing activities & EBES(FTH) IR FE (5,830)

»

ED ANNUAL REPORT 2016




Consolidated Statement of Cash Flows
mEHEmER

For the year ended 31 December 2016
BHE-_ZT—R"E+_A=1+—HILEE

2016 2015
—E-REF e S
RMB’000 RMB’000
AR¥T T ARET T
FINANCING ACTIVITIES SETE
Repayment of bank loans EERITER - (5,000)
Repayment of financial assistance BERRMEAF
to a fellow subsidiary M5 E B (70,389) =
Proceeds from financial assistance BRMBARMEER
from a fellow subsidiary Fr{S 38 - 11,500
Interest paid ERFE (3,886) (10,361)
Dividend paid to non-controlling interests AT SRR AR MmO S, (5,200) (5,600)
NET CASH USED IN BEETHARESRE
FINANCING ACTIVITIES (79,475) (9,461)
NET INCREASE IN CASH ReRELEEY
AND CASH EQUIVALENTS N EE 42,594 47,017
CASH AND CASH EQUIVALENTS R—B—BHWRERELZEEY
AT 1 JANUARY 282,601 235,584
CASH AND CASH EQUIVALENTS R+=—A=+—-8HK
AT 31 DECEMBER ReRRESEEY 325,195 282,601
ANALYSIS OF CASH AND CASH R+=-A=+—-8H%
EQUIVALENTS AT 31 DECEMBER ReRRESEBYIW
Bank balances and cash RITEBR MRS 325,195 282,494
Bank balances and cash included in FFAD AR ELEHERA
assets of disposal group classified BEZHRTESRRES
as held for sale - 107
325,195 282,601

The notes on page 61 to 162 are an integral part of these consolidated
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Attributable to owners of the Company

Statement of Changes in Equity

LN
(Accumulated
Statutory loss)/ Non-
Share Share  Reserve Capital  Retained Controlling
capital  premium fund reserve  eamings  Sub-total interests Total
(BHEE)/
Bk RGEE ieLEE  EARE  REEA Nt FERESR Bis
RMB'O00  RMB'000  RMB'O00  RMB'000  RMB'O00  RMB'000  RMB'000  RMB'000
ARETL ARETR ARETT ARETRT ARETT ARETR ARETRL ARETR
(Note 28) ~ (Note29)  (Note 29)
(Wiog)  (WE20)  (Wi29)
At 1 January 2015 RZZ-1F-F-A 167,800 554,844 30244 (194,487) (48,549) 509,852 90,199 600,051
Change in equity for 2015 “Z2-IFEESE
Profit and total comprehensive income  AEER2EUELE
for the year - - - - 21,055 21,05 10423 31478
Dividend paid from subsidiary R RERN
to non-controlling interests D - - - - - - (5,600) (5,600)
Deemed contribution arising on the &R
disposal of a subsidiary RfELE - - L 5,993 - 5993 - 5,993
Transfer to other reserves ERTHMRE - - 8237 - (8237) - - =
At 31 December 2015 R=B-1§t=A=1-H 167,800 554,844 38481 (188494 (35731) 536900 95,022 631,922
At 1 January 2016 RZF-5-A-H

Change in equity for 2016
Profit and total comprehensive income
for the year

Dividend paid from subsidary
to non-controlling interests
- Transfer to other reserves

q 1
- At31December 2016

ZE-NERIEEE
REEREENELE

AR RS
HELARS
ERZREMAER

R-8-AEtA=1-H

162 are an integral part of these consolidated
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Notes to the Consolidated Financial Statements

General Information

Shenzhen Neptunus Interlong Bio-techniqgue Company Limited (the
“Company”) is a limited liability company incorporated and domiciled
in the People’s Republic of China (the “PRC"”). The address of its
registered office is 1/F, Block 1, Research Building, Neptunus Technical
Center, Langshan 2nd R.N. Nanshan District, Shenzhen, Guangdong
Province, the PRC and, its principal place of business is PRC. The
Company's shares are listed on the Growth Enterprise Market (“GEM")
of The Stock Exchange of Hong Kong Limited.

The Group is controlled by Shenzhen Neptunus Bio-engineering
Company Limited, a limited liability company incorporated and
domiciled in the PRC and its shares are listed on the Shenzhen Stock
Exchange. The ultimate parent company of the Group is Shenzhen
Yinhetong Investment Company Limited, a company incorporated in
the PRC.

The principal activities of the Company and its subsidiaries (the
“Group”) include the development, production and sale of medicines,
the research and development of modern biological technology
business, the purchase and sale of medicines, healthcare food products
and the research and development of in vitro diagnostic reagents. The
Group's operations are based in the PRC.

The consolidated financial statements for the year ended 31 December
2016 were approved for issue by the board of directors on 24 March
2017.

Significant Accounting Policies

Basis of preparation

These annual consolidated financial statements have been prepared in
accordance with Hong Kong Financial Reporting Standards (“HKFRSs"”),
which collective term includes all applicable individual Hong Kong
Financial Reporting Standards, Hong Kong Accounting Standards
(“HKASs"”) and Interpretations issued by the Hong Kong Institute
of Certified Public Accountants (“HKICPA”), accounting principles
generally accepted in Hong Kong and the disclosure requirements of
the Hong Kong Companies Ordinance.

R BEREEREMEMROBRAE 2016554 61

e ISR R

For the year ended 31 December 2016
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Notes to the Consolidated Financial Statements

ire Rk MR

For the year ended 31 December 2016

HE—

T AF+-ASt+—HILER

Significant Accounting Policies (Continued)

Basis of preparation (Continued)

These consolidated financial statements also comply with the applicable
disclosure requirements of the Rules Governing the Listing of Securities
on the Growth Enterprise Market of The Stock Exchange of Hong Kong
Limited.

These consolidated financial statements are presented in Renminbi
(“RMB") which is also the functional currency of the consolidated
entities. All amounts are rounded to the nearest thousand except
where otherwise indicated.

The significant accounting policies that have been used in the
preparation of these consolidated financial statements are summarised
below. These policies have been consistently applied to all the years
presented unless otherwise stated. The adoption of new or amended
HKFRSs and the impacts on the Group’s consolidated financial
statements, if any, are disclosed in note 3.

The consolidated financial statements have been prepared on the
historical cost basis. Non-current assets and disposal group held for sale
are stated the lower of carrying amount and fair value less costs to sell.
The measurement bases are fully described in the accounting policies
below.

It should be noted that accounting estimates and assumptions are used
in preparation of the consolidated financial statements. Although these
estimates are based on management’s best knowledge and judgement
of current events and actions, actual results may ultimately differ from
those estimates. The areas involving a higher degree of judgement or
complexity, or areas where assumptions and estimates are significant to
the consolidated financial statements are disclosed in note 4.

R = u-I_JBZ (
mBEE (E)
REABRRMETERNEERE R
SFARARIBIER ETHRALC HERE -

RZATBRERDEARE(TARE ]
2% ARBETDBEGEAEANEEENIGEE
o BRBEIEMEINN MESEBNEER
B R T -

BRAGEMBRREEANTESHR
KRBT - REBAMES - AEER

FMES2HRFREEM—ZER - AT R
RIETHBRERARHAEBLGRA BB

WROTE (W) RMEIRE -

HAEMBRRCRELKANELERFE - 3F
RBEERFIFHENHEASRERE
HEAFERODEXNANZHANREEZD -
FPEEER T X EFBRPABEL

BHEIE RESAMBHRSCERE
A REBR - BEZSMFTABEEER

RN S E B E A RATE R H R AR
EREEAARERRENINZEMLE - PR
= E A RN R RAEANR
REGAHGRAVBHRRREZOELR
BFE44%EE -
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Notes to the Consolidated Financial Statements

Significant Accounting Policies (Continued)

Basis of consolidation

The consolidated financial statements incorporate the financial
statements of the Company and its subsidiaries made up to 31
December each year.

Subsidiaries are entities controlled by the Group. The Group controls
an entity when the Group is exposed, or has rights, to variable returns
from its involvement with the entity and has the ability to affect those
returns through its power over the entity. When assessing whether the
Group has power over the entity, only substantive rights relating to the
entity (held by the Group and others) are considered.

The Group includes the income and expenses of a subsidiary in the
consolidated financial statements from the date it gains control until
the date when the Group ceases to control the subsidiary.

Intra-group transactions, balances and unrealised gains and losses on
transactions between group companies are eliminated in preparing the
consolidated financial statements. Where unrealised losses on intra-
group asset sales are reversed on consolidation, the underlying asset
is also tested for impairment from the Group’s perspective. Amounts
reported in the financial statements of subsidiaries have been adjusted
where necessary to ensure consistency with the accounting policies
adopted by the Group.

Non-controlling interests represent the equity on a subsidiary not
attributable directly or indirectly to the Company, and in respect of
which the Group has not agreed any additional terms with the holders
of those interests which would result in the Group as a whole having
a contractual obligation in respect of those interests that meets the
definition of a financial liability. For each business combination, the
Group can elect to measure any non-controlling interests either at fair
value or at their proportionate share of the subsidiary’s net identifiable
assets.

RYITEEREFEEDBMRABIRAT  2016FFF 63

2.
2.2

ire Bk MR

For the year ended 31 December 2016
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Notes to the Consolidated Financial Statements

iR e M RR M
For the year ended 31 December 2016
HE-_Z—"E+-_A=+—HILFE

Significant Accounting Policies (Continued)

Basis of consolidation (Continued)

Non-controlling interests are presented in the consolidated statement
of financial position within equity, separately from the equity
attributable to the owners of the Company. Non-controlling interests in
the results of the Group are presented on the face of the consolidated
statement of profit or loss and other comprehensive income as an
allocation of the total profit or loss and total comprehensive income
for the year between non-controlling interests and the owners of the
Company.

Changes in the Group’s interests in subsidiaries that do not result in
a loss of control are accounted for as equity transactions, whereby
adjustments are made to the amounts of controlling interests within
consolidated equity to reflect the change in relative interests, but no
adjustments are made to goodwill and no gain or loss is recognised.

When the Group loses control of a subsidiary, the profit or loss on
disposal is calculated as the difference between (i) the aggregate
of the fair value of the consideration received and the fair value of
any retained interest and (ii) the previous carrying amount of the
assets (including goodwill), and liabilities of the subsidiary and any
non-controlling interests. Where certain assets of the subsidiary are
measured at revalued amounts or fair values and the related cumulative
gain or loss has been recognised in other comprehensive income and
accumulated in equity, the amounts previously recognised in other
comprehensive income and accumulated in equity are accounted for
as if the Company had directly disposed of the related assets (i.e.,
reclassified to profit or loss or transferred directly to retained earnings).
The fair value of any investment retained in the former subsidiary at
the date when control is lost is regarded as the fair value on initial
recognition for subsequent accounting under HKAS 39 “Financial
Instruments: Recognition and Measurement” or, when applicable, the
cost on initial recognition of an investment in an associate or a joint
venture.
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Notes to the Consolidated Financial Statements

Significant Accounting Policies (Continued)
Business combination

Acquisitions of subsidiaries and businesses are accounted for using
the acquisition method. The consideration transferred in a business
combination is measured at fair value, which is calculated as the sum of
the acquisition-date fair values of the assets transferred by the Group,
liabilities incurred by the Group to the former owners of the acquiree
and the equity interests issued by the Group in exchange for control of
the acquiree. Acquisition-related costs are recognised in profit or loss as
incurred.

Identifiable assets acquired and liabilities and contingent liabilities
assumed in a business combination are measured initially at their fair
values at the acquisition date.

Goodwill is measured as the excess of the sum of the consideration
transferred, the amount of any non-controlling interests in the
acquiree, and the fair value of the acquirer’s previously held equity
in the acquiree (if any) over the net of the acquisition—date amounts
of the identifiable assets acquired and liabilities assumed. If, after
assessment, the net of the acquisition-date amounts of the identifiable
assets acquired and liabilities assumed exceeds the sum of the
consideration transferred, the amount of any non-controlling interests
in the acquiree and the fair value on the acquirer's previously held
interest in the acquiree (if any), the excess is recognised immediately in
profit or loss as bargain purchase gain.
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Notes to the Consolidated Financial Statements

iR e M RR M
For the year ended 31 December 2016
HE-_Z—"E+-_A=+—HILFE

Significant Accounting Policies (Continued)
Business combination (Continued)

Where the consideration the Group transfers in a business combination
includes assets or liabilities resulting from a contingent consideration
arrangement, the contingent consideration is measured at its
acquisition-date fair value and considered as part of the consideration
transferred in a business combination. Changes in the fair value of
the contingent consideration that qualify as measurement period
adjustments are adjusted retrospectively, with the corresponding
adjustments being made against goodwill or gain on bargain purchase.
Measurement period adjustments are adjustments that arise from
additional information obtained during the measurement period
about facts and circumstances that existed as of the acquisition date.
Measurement period does not exceed one year from the acquisition
date. The subsequent accounting for changes in the fair value of the
contingent consideration that do not qualify as measurement period
adjustments depends on how the contingent consideration is classified.
Contingent consideration that is classified as equity is not remeasured
at subsequent reporting dates and its subsequent settlement is
accounting for within equity. Contingent consideration that is classified
as a financial liability is remeasured at subsequent reporting dates at
fair value with corresponding gain or loss being recognised in profit or
loss.

Changes in the value of the previously held equity interest recognised
in other comprehensive income and accumulated in equity before
the acquisition date are reclassified to profit or loss when the Group
obtains control over the acquiree.

If the initial accounting for a business combination is incomplete by
the end of the reporting period in which the combination occurs,
the Group reports provisional amounts for the items for which the
accounting is incomplete. Those provisional amounts are adjusted
during the measurement period (see above), or additional assets or
liabilities are recognised, to reflect new information obtained about
facts and circumstances that existed as of the acquisition date that, if
known, would have affected the amounts recognised as of that date.
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Notes to the Consolidated Financial Statements

Significant Accounting Policies (continued)
Non-current assets held for sale

A non-current asset (or disposal group) is classified as held for sale if it
is highly probable that its carrying amount will be recovered through a
sale transaction rather than through continuing use and the asset (or
disposal group) is available for sale in its present condition. A disposal
group is a group of assets to be disposed of together as a group in a
single transaction, and liabilities directly associated with those assets
that will be transferred in the transaction.

When the Group is committed to a sale plan involving loss of control of
a subsidiary, all the assets and liabilities of that subsidiary are classified
as held for sale when the above criteria for classification as held for sale
are met, regardless of whether the Group will retain a non-controlling
interest in the subsidiary after the sale.

Immediately before classification as held for sale, the measurement
of the non-current assets (and all individual assets and liabilities
in a disposal group) is brought up-to-date in accordance with
the accounting policies before the classification. Then, on initial
classification as held for sale and until disposal, the non-current assets
(except for certain assets as explained below), or disposal groups,
are recognised at the lower of their carrying amount and fair value
less costs to sell. The principal exceptions to this measurement policy
so far as the consolidated financial statements of the Group and
the Company are concerned are deferred tax assets, assets arising
from employee benefits, financial assets (other than investments in
subsidiaries, associates and joint ventures) and investment properties.
These assets, even if held for sale, would continue to be measured in
accordance with the policies set out elsewhere in note 2.

Impairment losses on initial classification as held for sale, and on
subsequent remeasurement while held for sale, are recognised in profit
or loss. As long as a non-current asset is classified as held for sale, or
is included in a disposal group that is classified as held for sale, the
non-current asset is not depreciated or amortised.
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Notes to the Consolidated Financial Statements

iR e M RR M
For the year ended 31 December 2016
HE-—T A F+-A=+—HILFR

2.6

Significant Accounting Policies (continued)
Investments in equity securities

Available-for-sale equity securities that are traded in an active market
are measured at fair value at the end of each reporting period. Changes
in carrying value are recognised in other comprehensive income and
accumulated separately in equity in the fair value reserve. When
the investment is disposal of or is determined to be impaired, the
cumulative gain or loss previously accumulated in fair value reserve is
reclassified from equity to profit or loss.

Available-for-sale equity securities that do not have a quoted market
price in an active market and whose fair value cannot be reliably
measured and derivatives that are linked to and must be settled by
delivery of such unquoted equity investments are measured at cost
less any identified impairment losses (see note 2.10) at the end of the
reporting period.

Investments are recognised/derecognised on the date the Group
commits to purchase/sell the investments or they expire.

Property, plant and equipment
Property, plant and equipment, other than construction in progress, are
stated at cost less any accumulated depreciation and any accumulated
impairment losses (see note 2.10).

Depreciation is calculated to write off the cost of items of property,
plant and equipment, less their estimated residual value of 5% to 10%
on cost, using the straight-line method over their estimated useful lives
as follows:

—  buildings situated on leasehold land are depreciated over the

shorter of the unexpired term of lease and their estimated useful
lives, being no more than 50 years after the date of completion;

|
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Notes to the Consolidated Financial Statements

2. Significant Accounting Policies (continued)
2.6 Property, plant and equipment (continued)

—  other items of property, plant and equipment are depreciated on
a straight-line method over their estimated useful lives as follows:

Plant and machinery

Motor vehicles

Furniture, fixtures and equipment
Leasehold improvements

510 10 years

510 10 years

51to 10 years

5 to 30 years or over the
remaining term of the
lease, if shorter

Where parts of an item of property, plant and equipment have
different useful lives, the cost of the item is allocated on a reasonable
basis between the parts and each part is depreciated separately. Both
the useful life of an asset and its residual value, if any, are reviewed
annually.

Historical cost includes expenditure that is directly attributable to the
acquisition of the items. Cost may also include transfers from equity
of any gains/losses on qualifying cash flow hedges of foreign currency
purchases of property, plant and equipment.

Subsequent costs are included in the asset’s carrying amount or
recognised as a separate asset, as appropriate, only when it is probable
that future economic benefits associated with the item will flow to the
Group and the cost of the item can be measured reliably. The carrying
amount of the replaced part is derecognised. All other repairs and
maintenance are recognised in profit or loss during the financial period
in which they are incurred.

An asset’s carrying amount is written down immediately to its
recoverable amount if the asset’s carrying amount is greater than its
estimated recoverable amount.
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Notes to the Consolidated Financial Statements
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For the year ended 31 December 2016
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2.7

Significant Accounting Policies (continued)
Property, plant and equipment (continued)

Gains or losses arising from the retirement or disposal of an item
of property, plant and equipment are determined as the difference
between the net proceeds on disposal and the carrying amount of the
item and are recognised in profit or loss on the date of retirement or
disposal.

Construction in progress represents property, plant and machinery in
the course of construction for production, supply or administration
purposes are carried and at cost, less any recognised impairment loss.
Cost includes the direct costs of construction, professional fee and, for
qualifying assets, borrowing costs capitalised in accordance with the
group’s accounting policy. Capitalisation of these costs ceases and the
construction in progress is transferred to the appropriate category of
property, plant and equipment when substantially all of the activities
necessary to prepare the assets for their intended use are completed.
Depreciation of these assets, on the same basis as other property
assets, commences when the assets are ready for their intended use.

Intangible assets

Intangible assets acquired separately

Intangible assets with finite useful lives that are acquired separately
are carried at costs less accumulated amortisation and accumulated
impairment losses. Amortisation is recognised on a straight-line
basis over their estimated useful lives. The estimated useful life and
amortisation method are reviewed at the end of each reporting period,
with the effect of any changes in estimate being accounted for on a
prospective basis. Intangible assets with indefinite useful lives that are
acquired separately are carried at cost less accumulated impairment
losses.

The following intangible assets with finite useful lives are amortised
from the date they are available for use and their estimated useful lives
are as follows:

Technical know-how 10 years
Computer software 5to 10 years
Trademarks 10 years
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Notes to the Consolidated Financial Statements

Significant Accounting Policies (continued)
Intangible assets (continued)

Internally-generated intangible assets — research and development
expenditure

Expenditure on research activities is recognised as an expense in the
period in which it is incurred.

An internally-generated intangible asset arising from development (or
from the development phase of an internal project) is recognised if, and
only if, all of the following have been demonstrated:

—  the technical feasibility of completing the intangible asset so that
it will be available for use or sale;

—  theintention to complete the intangible asset and use or sell it;

- the ability to use or sell the intangible asset;

—  how the intangible asset will generate probable future economic
benefits;

—  the availability of adequate technical, financial and other
resources to complete the development and to use or sell the
intangible asset; and

—  the ability to measure reliably the expenditure attributable to the
intangible asset during its development.

The amount initially recognised for internally-generated intangible
assets is the sum of the expenditure incurred from the date when
the intangible asset first meets the recognition criteria listed above.
Where no internally-generated intangible asset can be recognised,
development expenditure is recognised in profit or loss in the period in
which it is incurred.

Subsequent to initial recognition, internally-generated intangible assets
are reported at cost less accumulated amortisation and accumulated
impairment losses, on the same basis as intangible assets that are
acquired separately.

Gains and losses arising from derecognition of an intangible asset,
measured as the difference between the net disposal proceeds and the
carrying amount of the asset, are recognised in profit or loss when the
asset is derecognised.
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2.8

Significant Accounting Policies (continued)
Intangible assets (continued)

Other intangible assets arising from business combinations
Anesthetic drug production and selling right, trade name, customer list
and selling licenses acquired in a business combination are recognised
at fair value at the acquisition date. The anesthetic drug production and
selling right and trade name has indefinite useful life and carried at cost
less impairment losses. The useful life of the anesthetic drug production
and selling right and trade name are considered by the management
of the Group as indefinite because the anesthetic drug production and
selling right, and trade name is expected to contribute to the Group'’s
net cash inflows indefinitely. The customer list and selling licenses has
a finite useful life of 10 years and 5 years respectively and is carried at
cost less accumulated amortisation. Amortisation is calculated using the
straight-line method over the useful life.

Leased assets

An arrangement, comprising a transaction or a series of transactions,
is or contains a lease if the Group determines that the arrangement
conveys a right to use a specific asset or assets for an agreed period
of time in return for a payment or a series of payments. Such a
determination is made based on an evaluation of the substance of the
arrangement and is regardless of whether the arrangement takes the
legal form of a lease.

Classification of assets leased to the Group

Assets held by the Group under leases which transfer to the Group
substantially all the risks and rewards of ownership are classified
as being held under finance leases. Leases which do not transfer
substantially all the risks and rewards of ownership to the Group are
classified as operating leases, with the following exception:

— land held for own use under an operating lease, the fair value
of which cannot be measured separately from the fair value
of a building situated thereon at the inception of the lease, is
accounted for as being held under a finance lease, unless the
building is also clearly held under an operating lease. For these
purposes, the inception of the lease is the time that the lease was
first entered into by the Group, or taken over from the previous
lessee.
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Notes to the Consolidated Financial Statements

Significant Accounting Policies (continued)
Leased assets (continued)

Assets acquired under finance leases

Where the Group acquires the use of assets under finance leases, the
amounts representing the fair value of the leased asset, or, if lower,
the present value of the minimum lease payments, of such assets are
recognised as property, plant and equipment and the corresponding
liabilities, net of finance charges, are recorded as obligations under
finance leases. Depreciation is provided at rates which write off the
cost of the assets over the term of the relevant lease or, where it is
likely the Group will obtain ownership of the asset, the life of the
asset, as set out in note 2.6. Impairment losses are accounted for in
accordance with the accounting policy as set out in note 2.10. Finance
charges implicit in the lease payments are charged to profit or loss over
the period of the leases so as to produce an approximately constant
periodic rate of charge on the remaining balance of the obligations for
each accounting period.

Operating lease charges

Where the Group has the use of assets under operating leases,
payments made under the leases are charged to profit or loss in equal
instalments over the accounting periods covered by the lease term,
except where an alternative basis is more representative of the pattern
of benefits to be derived from the leased asset. Lease incentives
received are recognised in profit or loss as an integral part of the
aggregate net lease payments made. Contingent rentals are charged as
expenses in the accounting period in which they are incurred.

Leasehold land for own use

Interest in leasehold land that is accounted for as an operating lease is
presented as “prepaid lease payments” in the consolidated statement
of financial position and is amortised over the lease term on a straight-
line basis.
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Significant Accounting Policies (continued)
Inventories
Inventories are carried at the lower of cost and net realisable value.

Cost is calculated using the weighted average cost formula and
comprises all costs of purchase, costs of conversion and other costs
incurred in bringing the inventories to their present location and
condition.

Net realisable value is the estimated selling price in the ordinary course
of business less the estimated costs of completion and the estimated
costs necessary to make the sale.

When inventories are sold, the carrying amount of those inventories is
recognised as an expense in the period in which the related revenue
is recognised. The amount of any write-down of inventories to net
realisable value and all losses of inventories are recognised as an
expense in the period the write-down or loss occurs. The amount
of any reversal of any write-down of inventories is recognised as a
reduction in the amount of inventories recognised as an expense in the
period in which the reversal occurs.

2.10 Impairment of assets

Impairment of investment in equity security and other receivables
Investment in equity security and other current and non-current
receivables that are stated at cost or amortised cost or are classified
as available-for-sale equity securities are reviewed at the end of each
reporting period to determine whether there is objective evidence of
impairment. Objective evidence of impairment includes observable data
that comes to the attention of the Group about one or more of the
following loss events:

—  significant financial difficulty of the debtor;

—  a breach of contract, such as a default or delinquency in interest
or principal payments;

— it becoming probable that the debtor will enter bankruptcy or
other financial reorganisation;

—  significant changes in the technological, market, economic or
legal environment that have an adverse effect on the debtor; and

— a significant or prolonged decline in the fair value of an
investment in an equity instrument below its cost.
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Notes to the Consolidated Financial Statements

2. Significant Accounting Policies (continued)

2.10 Impairment of assets (continued)
Impairment of investment in equity security and other receivables
(Continued)
If any such evidence exists, any impairment loss is determined and
recognised as follows:

—  For unquoted equity securities carried at cost, the impairment loss
is measured as the difference between the carrying amount of the
financial asset and the estimated future cash flows, discounted
at the current market rate of return for a similar financial asset
where the effect of discounting is material. Impairment losses for
equity securities carried at cost are not reversed.

—  For trade receivables and other current receivables and other
financial assets carried at amortised cost, the impairment loss
is measured as the difference between the asset’s carrying
amount and the present value of the estimated future cash flows,
discounted at the financial asset’s original effective interest rate
(that is, the effective interest rate computed at initial recognition
of these assets), where the effect of discounting is material. This
assessment is made collectively where these financial assets share
similar risk characteristics, such as similar past due status, and
have not been individually assessed as impaired. Future cash flows
for financial assets which are assessed for impairment collectively
are based on historical loss experience for assets with credit risk
characteristics similar to the collective group.

If in a subsequent period the amount of an impairment loss
decreases and the decrease can be linked objectively to an
event occurring after the impairment loss was recognised, the
impairment loss is reversed through profit or loss. A reversal of
an impairment loss shall not result in the asset’s carrying amount
exceeding that which would have been determined had no
impairment loss been recognised in prior years.
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Significant Accounting Policies (continued)
Impairment of assets (continued)

Impairment of investment in equity security and other receivables
(Continued)

Impairment losses are written off against the corresponding assets
directly, except for impairment losses recognised in respect of trade
debtors included within trade and other receivables, whose recovery
is considered doubtful but not remote. In this case, the impairment
losses for doubtful debts are recorded using an allowance account.
When the Group is satisfied that recovery is remote, the amount
considered irrecoverable is written off against trade debtors directly
and any amounts held in the allowance account relating to that debt
are reversed. Subsequent recoveries of amounts previously charged
to the allowance account are reversed against the allowance account.
Other changes in the allowance account and subsequent recoveries of
amounts previously written off directly are recognised in profit or loss.

Impairment of other assets

Internal and external sources of information are reviewed at the end of
each reporting period to identify indications that the following assets
may be impaired or, except in the case of goodwill, an impairment loss
previously recognised no longer exists or may have decreased:

property, plant and equipment;
—  prepaid lease payments;
- intangible assets; and

—  interest in subsidiaries in the Company’s statement of financial
position.
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Notes to the Consolidated Financial Statements

2. Significant Accounting Policies (continued)

2.10 Impairment of assets (continued)
Impairment of other assets (continued)
If any such indication exists, the asset's recoverable amount is
estimated. In addition, for goodwill, intangible assets that are not yet
available for use and intangible assets that have indefinite useful lives,
the recoverable amount is estimated annually whether or not there is
any indication of impairment.

Calculation of recoverable amount

The recoverable amount of an asset is the greater of its fair value
less costs of disposal and value in use. In assessing value in use,
the estimated future cash flows are discounted to their present
value using a pre-tax discount rate that reflects current market
assessments of the time value of money and the risks specific to
the asset. Where an asset does not generate cash inflows largely
independent of those from other assets, the recoverable amount
is determined for the smallest group of assets that generates cash
inflows independently (that is a cash-generating unit).

Recognition of impairment losses

An impairment loss is recognised in profit or loss whenever the
carrying amount of an asset, or the cash-generating unit to which
it belongs, exceeds its recoverable amount. Impairment losses
recognised in respect of cash-generating units are allocated first
to reduce the carrying amount of any goodwill allocated to the
cash-generating unit (or group of units) and then, to reduce the
carrying amount of the other assets in the unit (or group of units)
on a pro rata basis, except that the carrying amount of an asset
will not be reduced below its individual fair value less costs of
disposal (if measurable), or value in use (if determinable).

Reversals of impairment losses

In respect of assets other than goodwill, an impairment loss is
reversed if there has been a favourable change in the estimates
used to determine the recoverable amount. An impairment loss in
respect of goodwill is not reversed.

A reversal of an impairment loss is limited to the asset’s carrying
amount that would have been determined had no impairment
loss been recognised in prior years. Reversals of impairment losses
are credited to profit or loss in the year in which the reversals are
recognised.
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Notes to the Consolidated Financial Statements
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For the year ended 31 December 2016
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2.
2.10

2.1

2.12

Significant Accounting Policies (continued)
Impairment of assets (continued)

Interim financial reporting and impairment

Under the Rules Governing the Listing of Securities on the Growth
Enterprise Market of the Stock Exchange of Hong Kong Limited, the
Group is required to prepare an interim financial report in compliance
with HKAS 34, Interim Financial Reporting, in respect of first six months
of the financial year. At the end of the interim period, the Group
applies the same impairment testing, recognition, and reversal criteria
as it would at the end of the financial year (see note 2.10).

Impairment losses recognised in an interim period in respect of goodwill
and available-for-sale equity securities and unquoted equity securities
carried at cost are not reversed in a subsequent period. This is the case
even if no loss, or a smaller loss, would have been recognised had the
impairment been assessed only at the end of the financial year to which
the interim period relates.

Trade and other receivables are initially recognised at fair value and
thereafter stated at amortised cost using the effective interest method,
less allowance for impairment losses for doubtful debts, except
where the receivables are interest-free loans made to related parties
without any fixed repayment terms or the effect of discounting would
be immaterial. In such cases, the receivables are stated at cost less
allowance for impairment losses for doubtful debts (see note 2.10).

Other non-derivative financial instruments

Other non-derivative financial instruments are measured at amortized
cost using the effective interest method, less any impairment losses (see
note 2.10).

Interest-bearing borrowings

Interest-bearing borrowings are recognised initially at fair value less
attributable transaction costs. Subsequent to initial recognition,
interest-bearing borrowings are stated at amortised cost with any
difference between the amount initially recognised and redemption
value being recognised in profit or loss over the period of the
borrowings, together with any interest and fees payable, using the
effective interest method.
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Notes to the Consolidated Financial Statements

2. Significant Accounting Policies (continued)
2.13 Trade and other payables

Trade and other payables are initially recognised at fair value. Trade
and other payables are subsequently stated at amortised cost unless
the effect of discounting would be immaterial, in which case they are
stated at cost.

2.14 Cash and cash equivalents

Cash and cash equivalents comprise cash at bank and on hand,
demand deposits with banks and other financial institutions, and short-
term, highly liquid investments readily convertible into known amounts
of cash and which are subject to an insignificant risk of changes in
value, having been within three months of maturity at acquisition. Bank
overdrafts that are repayable on demand and form an integral part
of the Group’s cash management are also included as a component
of cash and cash equivalents for the purpose of the consolidated
statement of cash flows.

2.15 Employee benefits

(i)  Short-term employee benefits and contributions to central
pension scheme
The Group participates in the central pension scheme (the
"CPS") operated by the local government authority for all of
its employees in “PRC”. The Group is required to contribute a
certain percentage of their covered payroll to the CPS to fund the
benefits. The only obligation of the Group with respect to the
CPS is to pay the ongoing required contributions under the CPS.
Contributions under the CPS are recognised in profit or loss as
they become payable in accordance with the rules of the CPS.

Salaries, annual bonuses, paid annual leave, contributions to
central pension scheme and the cost of non-monetary benefits are
accrued in the year in which the associated services are rendered
by employees. Where payment or settlement is deferred and
the effect would be material, these amounts are stated at their
present values.

(i) Termination benefits
Termination benefits are recognised at the earlier of when the
Group can no longer withdraw the offer of those benefits and
when it recognises restructuring costs involving the payment of
termination benefits.
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Notes to the Consolidated Financial Statements
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For the year ended 31 December 2016
HE_T—E+_A=+—HItEE

2. Significant Accounting Policies (continued)
2.16 Income tax

Income tax for the year comprises current tax and movements in
deferred tax assets and liabilities. Current tax and movements in
deferred tax assets and liabilities are recognised in profit or loss
except to the extent that they relate to items recognised in other
comprehensive income or directly in equity, in which case the relevant
amount of tax are recognised in other comprehensive income or
directly in equity, respectively.

Current tax is the expected tax payable on the taxable income for the
year, using tax rates enacted or substantively enacted at the end of
the reporting period, and any adjustment to tax payable in respect of
previous years.

Deferred tax assets and liabilities arise from deductible and taxable
temporary differences respectively, being the differences between
the carrying amounts of assets and liabilities for financial reporting
purposes and their tax bases. Deferred tax assets also arise from unused
tax losses and unused tax credits.

Apart from certain limited exceptions, all deferred tax liabilities, and all
deferred tax assets to the extent that it is probable that future taxable
profits will be available against which the asset can be utilised, are
recognised. Future taxable profits that may support the recognition
of deferred tax assets arising from deductible temporary differences
include those that will arise from the reversal of existing taxable
temporary differences, provided that those differences relate to the
same taxation authority and the same taxable entity, and are expected
to reverse either in the same period as the expected reversal of the
deductible temporary differences or in periods into which a tax loss
arising from the deferred tax asset can be carried back or forward. The
same criteria are adopted when determining whether existing taxable
temporary differences support the recognition of deferred tax assets
arising from unused tax losses and credits, that is, those differences are
taken into account if they relate to the same taxation authority and the
same taxable entity, and are expected to reverse in a period, or periods,
in which the tax loss or credit can be utilised.
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Notes to the Consolidated Financial Statements

2. Significant Accounting Policies (continued)
2.16 Income tax (continued)

The limited exceptions to recognition of deferred tax assets and
liabilities are those temporary differences arising from goodwill not
deductible for tax purposes, the initial recognition of assets or liabilities
that affect neither accounting nor taxable profit (provided they are not
part of a business combination), and temporary differences relating
to investments in subsidiaries to the extent that, in the case of taxable
differences, the Group controls the timing of the reversal and it is
probable that the differences will not reverse in the foreseeable future,
or in the case of deductible differences, unless it is probable that they
will reverse in the future.

The carrying amount of a deferred tax asset is reviewed at the end of
each reporting period and is reduced to the extent that it is no longer
probable that sufficient taxable profits will be available to allow the
related tax benefit to be utilised. Any such reduction is reversed to the
extent that it becomes probable that sufficient taxable profits will be
available.

Additional income taxes that arise from the distribution of dividends are
recognised when the liability to pay the related dividends is recognised.

Current tax balances and deferred tax balances, and movements
therein, are presented separately from each other and are not offset.
Current tax assets are offset against current deferred tax liabilities, and
deferred tax assets against tax liabilities, if the Company or the Group
has the legally enforceable right to set off current tax assets against
current tax liabilities and the following additional conditions are met:

— inthe case of current tax assets and liabilities, the Company or the
Group intends either to settle on a net basis, or to realise the asset
and settle the liability simultaneously; or
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2.
2.16

2.17

Significant Accounting Policies (continued)

Income tax (continued)

- in the case of deferred tax assets and liabilities, if they relate to
income taxes levied by the same taxation authority on either:

—  the same taxable entity; or

- different taxable entities, which, in each future period in
which significant amounts of deferred tax liabilities or assets
are expected to be settled or recovered, intend to realise the
current tax assets and settle the current tax liabilities on a
net basis or realise and settle simultaneously.

Financial guarantees issued, provisions and contingent liabilities

Financial guarantees issued

Financial guarantees are contracts that require the issuer (that is, the
guarantor) to make specified payments to reimburse the beneficiary
of the guarantee (the “holder”) for a loss the holder incurs because a
specified debtor fails to make payment when due in accordance with
the terms of a debt instrument.

Where the Group issues a financial guarantee, the fair value of the
guarantee is initially recognised as deferred income within trade and
other payables. The fair value of financial guarantees issued at the
time of issuance is determined by reference to fees charged in an
arm’s length transaction for similar services, when such information
is obtainable, or is otherwise estimated by reference to interest
rate differentials, by comparing the actual rates charged by lenders
when the guarantee is made available with the estimated rates that
lenders would have charged, had the guarantees not been available,
where reliable estimates of such information can be made. Where
consideration is receive or receivable for the issuance of the guarantee,
the consideration is recognised in accordance with the Group’s policies
applicable to that category of asset. Where no such consideration is
received or receivable, an immediate expense is recognised in profit or
loss on initial recognition of any deferred income.
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Notes to the Consolidated Financial Statements

2. Significant Accounting Policies (continued)
2.17 Financial guarantees issued, provisions and contingent liabilities

(continued)

Financial guarantees issued (continued)

The amount of the guarantee initially recognised as deferred income
is amortised in profit or loss over the term of the guarantee as income
from financial guarantees issued. In addition, provisions are recognised
in accordance with note 2.17 if and when (i) it becomes probable
that the holder of the guarantee will call upon the Group under the
guarantee, and (ii) the amount of that claim on the Group is expected
to exceed the amount currently carried in trade and other payables in
respect of that guarantee, that is, the amount initially recognised, less
accumulated amortisation.

Contingent liabilities assumed in business combinations
Contingent liabilities assumed in a business combination which are
present obligations at the date of acquisition are initially recognised at
fair value, provided the fair value can be reliably measured. After their
initial recognition at fair value, such contingent liabilities are recognised
at the higher of the amount initially recognised, less accumulated
amortisation where appropriate, and the amount that would be
determined in accordance with note 2.17. Contingent liabilities
assumed in a business combination that cannot be reliably fair valued
or were not present obligations at the date of acquisition are disclosed
in accordance with note 2.17.

Other provisions and contingent liabilities

Provisions are recognised for other liabilities of uncertain timing or
amount when the Group or the Company has a legal or constructive
obligation arising as a result of a past event, it is probable that an
outflow of economic benefits will be required to settle the obligation
and a reliable estimate can be made. Where the time value of money is
material, provisions are stated at the present value of the expenditure
expected to settle the obligation.

Where it is not probable that an outflow of economic benefits will be
required, or the amount cannot be estimated reliably, the obligation
is disclosed as a contingent liability, unless the probability of outflow
of economic benefits is remote. Possible obligations, whose existence
will only be confirmed by the occurrence or non-occurrence of one or
more future events are also disclosed as contingent liabilities unless the
probability of outflow of economic benefits is remote.
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2.
2.18

Significant Accounting Policies (continued)
Revenue recognition

Revenue is measured at the fair value of the consideration received or
receivable. Provided it is probable that the economic benefits will flow
to the Group and the revenue and costs, if applicable, can be measured
reliably, revenue is recognised in profit or loss as follows:

Sale of goods

Revenue is recognised when the goods are delivered which is taken
to be the point in time when the customer has accepted the goods
and the related risks and rewards of ownership. Revenue excludes
value added tax or other sales taxes and is after deduction of any trade
discounts.

Research and development service income
Revenue from the provision of services is recognised when the services
are rendered.

Interest income
Interest income is recognised as it accrues using the effective interest
method.

Government grant

Government grants and subsidies are recognised in the statement of
financial position initially when there is reasonable assurance that they
will be received and that the Group will comply with the conditions
attaching to them. Grants and subsidies that compensate the Group
for expenses incurred are recognised as revenue in profit or loss on
a systematic basis in the same periods in which the expenses are
incurred. Grants and subsidies that compensate the Group for the cost
of an asset are deducted from the carrying amount of the asset and
consequently are effectively recognised in profit or loss over the useful
life of the asset by way of reduced depreciation expense.
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Notes to the Consolidated Financial Statements

2. Significant Accounting Policies (continued)
2.19 Translation of foreign currencies

Foreign currency transactions during the year are translated at the
foreign exchange rates ruling at the transaction dates. Monetary assets
and liabilities denominated in foreign currencies are translated at the
foreign exchange rates ruling at the end of reporting period. Exchange
gains and losses are recognised in profit or loss, except those arising
from foreign currency borrowings used to hedge a net investment in a
foreign operation which are recognised directly in other comprehensive
income.

Non-monetary assets and liabilities measured in terms of historical cost
in a foreign currency are translated using the foreign exchange rates
ruling at the transaction dates. Non-monetary assets and liabilities
denominated in foreign currencies stated at fair value are translated
using the foreign exchange rates ruling at the dates the fair value was
measured.

2.20 Borrowing costs

Borrowing costs that are directly attributable to the acquisition,
construction or production of an asset which necessarily takes a
substantial period of time to get ready for its intended use or sale are
capitalised as part of that asset. Other borrowing costs are expensed in
profit or loss in the period in which they are incurred.

The capitalisation of borrowing costs as part of the cost of a qualifying
asset commences when expenditure for the asset is being incurred,
borrowing costs are being incurred and activities that are necessary
to prepare the asset for its intended use or sale are in progress.
Capitalisation of borrowing costs is suspended or ceases when
substantially all the activities necessary to prepare the qualifying asset
for its intended use or sale are interrupted or complete.
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2. Significant Accounting Policies (continued)

2.21 Related parties

A person, or a close member of that person’s family, is related to
the Group if that person:

(a)

(i

(ii)

(iii)

has control or joint control over the Group;
has significant influence over the Group; or

is a member of the key management personnel of the Group
or the Group’s parent.

An entity is related to the Group if any of the following conditions
applies:

(i

(i)

(iii)

(iv)

The entity and the Group are members of the same group
(which means that each parent, subsidiary and fellow
subsidiary is related to the others).

One entity is an associate or joint venture of the other entity
(or an associate or joint venture of a member of a group of
which the other entity is a member).

Both entities are joint ventures of the same third party.

One entity is a joint venture of a third entity and the other
entity is an associate of the third entity.

The entity is a post-employment benefit plan for the benefit
of employees of either the Group or an entity related to the
Group.

2. TESTHHE (&
221 B@EAL

(a)

FZRANLTHZBALTREER - B8
REAEEBRE  WZBAL:

(i) BAREREHEFRARIEHE -
(i) BAKEEEATEN : &

(i) AXNEBERAEBZRAREEE
BEKE -

W TRIMREER - RIZEBRG SE
REBEERE
EREAEERR—FEENK
EEEMKEAREH
NI = NSIDS A C B
Yo

(i)

—~

=R/NE=]
\

2 f o R

SRS

B = m

kﬂ\@

(i) —(EAERAMERRHS—
REECE(RKER T%
EEA—BEEF—EXE AR
B —EEE R RREELHE)

&D ‘ﬂﬂfii}

;

o

(i) MEEBHAR—F=FTHNEE
o

(iv) —ME% —EAE=Hr0—MHAE
¥ ma— E%%&% bl
m BTN

i)
?E’\a

B—HERKEHEE -
B¢H$¢lﬁaiﬁ$
EHFN—AEENREER

v)

R R
w

o B 2 nf
el
m

2t

86 SHENZHEN NEPTUNUS INTERLONG BIO-TECHNIQUE COMPANY LIMITED ANNUAL REPORT 2016

&



Notes to the Consolidated Financial Statements

2. Significant Accounting Policies (continued)
2.21 Related parties (continued)

(b) An entity is related to the Group if any of the following conditions
applies: (continued)

(vi) The entity is controlled or jointly controlled by a person
identified in (a).

(vii) A person identified in (a)(i) has significant influence over the
entity or is a member of the key management personnel of
the entity (or of a parent of the entity).

(viii) The entity, or any member of a group of which it is part,
provides key management personnel services to the Group
or the Group's parent.

Close members of the family of a person are those family
members who may be expected to influence, or be influenced by,
that person in their dealings with the entity.

2.22 Segment reporting

Operating segments, and the amounts of each segment item reported
in the consolidated financial statements, are identified from the
financial information provided regularly to the Group’s most senior
executive management (that is, executive directors) for the purposes of
allocating resources to, and assessing the performance of, the Group's
various lines of business and geographical locations.

Individually material operating segments are not aggregated for
financial reporting purposes unless the segments have similar economic
characteristics and are similar in respect of the nature of products
and services, the nature of production processes, the type or class of
customers, the methods used to distribute the products or provide
the services, and the nature of the regulatory environment. Operating
segments which are not individually material may be aggregated if they
share a majority of these criteria.
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For the year ended 31 December 2016
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2. Significant Accounting Policies (continued)
2.23 Government grants

Government grants and subsidies are recognised at their fair value
where there is reasonable assurance that the grants and subsidies will
be received and all attaching conditions will be complied with. When
the grants and subsidies relate to an expense item, they are recognised
as income or net off against directly related borrowing costs (see note
2.20), over the periods necessary to match the grants and subsidies on
a systematic basis to the costs that they are intended to compensate.
Where the grants and subsidies relate to an asset, they are presented
as deferred revenue and are released to the income profit or loss over
they are expected useful life of the relevant asset by equal annual
instalments.

Application of New and Revised Hong Kong
Financial Reporting Standards (“HKFRSs")

In the current year, the Group has applied for the first time, all
amendments to HKFRSs issued by the Hong Kong Institute of Certified
Public Accountants (“HKICPA"), which are relevant to and effective for
the Group's consolidated financial statements for the annual period
beginning on 1 January 2016. The adoption of these new standards
had no material impact on how the results and financial position for
the current and prior periods have been prepared and presented.
Accordingly, no prior period adjustment is required.

At the date of authorisation of these consolidated financial statements,
certain new and amended IFRSs have been published but are not yet
effective, and have not been adopted early by the Group. The Directors
are in the process of making an assessment of the impact of these IFRSs
on the consolidated financial statements.
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Notes to the Consolidated Financial Statements

Accounting Estimates and Judgements

Key sources of estimation uncertainty

The following are the key assumptions concerning the future, and other
key sources of estimated uncertainty at the end of the reporting period,
that have a significant risk of causing a material adjustment to the
carrying amounts of assets and liabilities within the next financial year.

i)

Impairment of property, plant and equipment and prepaid
lease payments and deposits for acquisition of land and
property, plant and equipment

The recoverable amount of an asset is the higher of its fair value
less cost to sell and its value in use. In assessing value in use,
the estimated future cash flows are discounted to their present
value using a pre-tax discount rate that reflects current market
assessments of the time value of money and the risks specific
to the asset, which requires significant judgement relating to
the level of revenue and the amount of operating costs. The
Group uses all readily available information in determining an
amount that is a reasonable approximation of the recoverable
amount, including estimates based on reasonable and supportable
assumptions and projections of revenue and operating costs.
Changes in these estimates could have a significant impact on
the carrying amounts of the assets and could result in additional
impairment charge or reversal of impairment in future periods.
The carrying amount of the property, plant and equipment and
prepaid lease payments and deposit for acquisition of property,
plant and equipments as at the end of the reporting period
are approximately RMB140,111,000, RMB99,578,000 and
RMB914,000 respectively.
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4. Accounting Estimates and Judgements

(co
(@) Key
i)

iii)

ntinued)

sources of estimation uncertainty (continued)

Impairment of receivables

The Group estimates impairment losses for bad and doubtful
debts resulting from the inability of customers and other debtors
to make the required payments. The Group bases the estimates
on the aging of the receivable balance, debtors’ credit-worthiness,
and historical write-off experience. If the financial condition
of the customers and debtors were to deteriorate, actual
impairment losses would be higher than estimated. The carrying
amount as at the end of the reporting period is approximately
RMB176,021,000.

Write-down of inventories

The Group determines the write-down for obsolescence of
inventories. Those estimates are made with reference to aged
inventories analyses, projections of expected future saleability of
the goods and management experience and judgement. Based
on this review, a write-down of inventories will be made when
the carrying amounts of inventories decline below their estimated
net realisable value. Due to changes in market conditions, actual
saleability of goods may be different from estimation and profit or
loss could be affected by differences in the estimation.
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Notes to the Consolidated Financial Statements

4. Accounting Estimates and Judgements
(continued)

(a) Key sources of estimation uncertainty (continued)

iv)

v)

Impairment of intangible assets

The Group performs annual test on whether there has been
impairment of intangible assets in accordance with the
accounting policy stated in note 2.10. The recoverable amounts
of cash-generating units are determined based on value in use
calculations. These calculations require the use of estimates and
assumptions made by management on the future operation of the
business, pre-tax discount rate, and other assumptions underlying
the value in use calculations. The carrying amount as at the end of
reporting period is approximately RMB115,158,000.

Income taxes

Determining income tax provisions involves judgement on the
future tax treatment of certain transactions. The Group carefully
evaluates tax implications of transactions and tax provisions are
set up accordingly. The tax treatment of such transactions is
reconsidered periodically to take into account all changes in tax
legislations. Deferred tax assets are recognised for tax losses not
yet used and temporary deductible differences. As those deferred
tax assets can only be recognised to the extent that it is probable
that future taxable profit will be available against which the
unused tax credits can be utilized, management’s assessment
is constantly reviewed and additional deferred tax assets are
recognised if it becomes probable that future taxable profits
will allow the deferred tax asset to be recovered. The carrying
amount of deferred tax assets and deferred tax liabilities as at the
end of the reporting period are approximately RMB991,000 and
RMB17,852,000 respectively.

(b) Critical accounting judgements in applying the Group’s
accounting policies
In determining the carrying amounts of some assets and liabilities, the
Group makes assumptions for the effects of uncertain future events
on those assets and liabilities at the end of the reporting period. These
estimates involve assumptions about such items as cash flows and
discount rates used. The Group’s estimates and assumptions are based
on historical experience and expectations of future events and are
reviewed periodically. In addition to assumptions and estimations of
future events, judgements are also made during the process of applying
the Group'’s accounting policies.
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ancial Statements

5. Revenue 5. KA
Revenue represents the invoiced value of goods sold net of value-added WAEEEE MM EE (MBRIEERIRRE
tax and after allowances for returns and trade discounts and invoiced MESIIEE) MIBHAEREHERE
value of research and development services provided net of value- (HIRRIBEF) ©
added tax.
2015
—ZT-RF
RMB’000
AREFIT
Sales of medicines BEmIHER 456,429
Sales and distribution of medicines SHE Ko HEEm MRS
and healthcare products 264,854
Research and development 2 AR TS UL A
services income 63
721,346
Further details regarding the Group'’s principal activities are disclosed in BHRREENTEEB  E—FTHBERRE

note 36(b) to these financial statements. Rz ET 3R KM £ 36(b)
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Notes to the Consolidated Financial Statements

Segment Reporting

The Group manages its businesses by divisions, which are organised
by a mixture of both business lines (products and services) and
geography. In a manner consistent with the way in which information
is reported internally to the Group’s executive directors for the purpose
of resources allocation and performance assessment, the Group has
presented the following three reportable segments. No operating
segments have been aggregated to form the following reportable
segments.

(i)  Manufacturing and selling of medicines
(i) Sales and distribution of medicines and healthcare products

(iii)  Provision of Research & Development services of modern
biological technology.

Currently all the Group's activities above are carried out in the PRC. No
reportable operating segment has been aggregated.

The first segment derives its revenue from the manufacture and sale of
medicines.

The second segment derives its revenue from sales and distribution of
medicines and healthcare products.

The third segment derives its revenue from the provision of Research &
Development services.
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(a)

Segment Reporting (Continued)

Segment results, assets and liabilities

For the purposes of assessing segment performance and allocating
resources between segments, the Group’s executive directors monitor
the results, assets and liabilities attributable to each reportable segment
on the following bases:

Segment assets include all tangible, intangible assets and current assets
with the exception of available-for-sale investments, deferred tax assets,
tax recoverable and other corporate assets. Segment liabilities include
trade and other payables attributable to the activities of the individual
segments and bank borrowings managed directly by the segments.

Revenue and expenses are allocated to the reportable segments with
reference to sales generated by those segments and the expenses
incurred by those segments or which otherwise arise from the
depreciation or amortisation of assets attributable to those segments.

The measure used for reporting segments profit is “adjusted EBITDA",
that is “adjusted earnings before interest, taxes, depreciation and
amortisaiton”, where “interest” is regarded as including investment
income and “depreciation and amortisation” is regarded as including
impairment losses on non-current assets. To arrive at adjusted EBITDA,
the Group’s earnings are further adjusted for items not specifically
attributed to individual segments, such as directors’ emoluments
and auditors’ remuneration and other head office or corporate
administration costs.

In addition to receiving segment information concerning adjusted
EBITDA, the executive directors are provided with segment information
concerning revenue (including inter-segment revenue), interest income
and expense from cash balances and borrowings managed directly by
the segments, depreciation, amortisation and impairment losses and
additions to non-current segment assets used by the segments in their
operations. Inter-segment revenue are priced with reference to prices
charged to external parties for similar orders.

Information regarding the Group's reportable segments as provided to
the Group's executive directors for the purposes of resources allocation
and assessment of segment performance for the years ended 31
December 2016 and 2015 is set out below.

(a)
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For the year ended 31 December 2016
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Segment Reporting (Continued) 6. DEPHE (&)

Segment results, assets and liabilities (Continued) (a) oBFEE EERERE(H)
Sales and distribution
Manufacturing and of medicines and Research &
selling of medicines healthcare products Development services Total
LENHEER HERDHERRRRER LB 5t
For the year ended 31 December 2016 2015 2016 2015 2016 2015 2016 2015
BET-A=T-ALEE “E-NE -I-7F [ZB-xE -E-Tf |ZB-pNE -I-RE CE-xE -I-If
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ABBTR  ARETT ARBIR ARETH  ARETRm  ARETn [AREFR  ARETD
Segment revenue AHRA
Revenue from external customers MREPBA 430,856 456,429 328,066 264,854 189 63 759,111 721,346
Inter-segment revenue AHERA 28,929 16,323 - 323 - = 28,929 16,646
Reportable segment revenue RRAPRA 459,785 472,752 328,066 265,177 189 63 788,040 737,992
Reportable segment profit/(loss) ~ THEAHEH /(i)

(adjusted EBITDA) (fS55REBITDA) 67,911 56,052 38,262 2918 (913) (4733) 105,260 74,231
Interest income from bank deposits STz SUA 2403 4986 156 148 35 1 2,504 5,135
Interest expenses MERR (3750  (10361) - - (136) = (3886)  (10361)
Depreciation and amortisation MERER:

- property, plant and equipment -i%  BRRRE (11,857) (19,670 (1,170) (261) (2.263) (355) (15,290) (20,286)

~ prepaid lease payment -BfERE (1,570) (1570) - - - = (1,570) (1570)

~ intangible assets —%éf‘ (4231) (3,986) (201) (201) - (5 (4432) (4,192)
Write down of inventories WnEs 2.179) (1,061) (2,585) (6,557) - = (4,764) (1618)
Reversal of write down of inventories ~ FEH AR - 1283 1,860 - - - 1,860 1283
Impairment of BE:

~ trade receivables ~ el ) 2 (239) (194) - = 311) (196)

- other receivables -HEYFE (191) (1) (57) (184) = = (248) (195)
Reverse of impairment loss on HEFEAE

- trade receivables - R 92 75 194 - - - 286 7

- other receivables - EfbIGE 67 148 7 w - - 74 370
Reversal of overprovision of AR

retirement benefis REREAD - - 1,000 1,021 - - 1,000 1,021
Write off of other payables HEEERFIE - 977 - - - - - 977
Income tax expense FEHEY (1,137) (7,561) (9,834) (7,235) (881) - (1785)  (14.7%)
Reportable segment assets RHIHEE 864361 1,094,248 161,322 142,465 169,100 - 1194783 1236713
Additions to non-current assets SERBEERE

(other than financial instrument (TeELRIE

and deferred tax assets) RERREERE) 2978 45,007 269 202 5 4 325 45,233
Reportable segment liabilities REANEE 371985 483569 76,275 83,165 16,268 - 46458 571734

The Group’s customer base is diversified and no customer with whom
transactions have exceeded 10% of the Group’s revenue.
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Segment Reporting (Continued)

Reconciliations of reportable segment revenues, profit or loss,

assets and liabilities

6. ZEBRE (4F)
(b) WEHASBRA - 83 BERARNY
%

2015
—ZE—hE
RMB’'000
AREFTT

Revenue
Reportable segment revenue
Elimination of inter-segment revenue

Consolidated Revenue

Profit

Reportable segment profit

Reverse/(Elimination) of
inter-segment profit

Reportable segment profit derived
from the Group's external
customers

Other revenue and other net income

Depreciation and amortisation

Finance costs

Unallocated head office and
corporate expense

Consolidated profit before taxation

WA
A ERER D FP A
7 BB R AR $5

oL ON

w=F
] ER ¥Ry AR A
DR A B E (R )

RERNEES R EF B 7] R

7 BB A

HAGRA R AFEER
IrE R

MEER

RO BLABRR R 2RI

BRI AT AR A8 A
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737,992
(16,646)

721,346

74,237

(614)

73,623
12,454
(26,048)
(10,361)

(3,394)

46,274

N

.
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Segment Reporting (Continued)

Reconciliations of reportable segment revenues, profit or loss,

assets and liabilities (Continued)

6. DEbRE (&)
(b) ARHASBYA - R BERARNY
& ()

2015
—ZE—hE
RMB’'000
AREFIT

Assets
Reportable segment assets
Elimination of inter-segment receivables

Unallocated head office and
corporate assets
Deferred tax assets

Consolidated total assets
Liabilities

Reportable segment liabilities
Elimination of inter-segment payables

Tax payable
Deferred tax liabilities

Consolidated total liabilities

BE

AR AEE

7 BRI FE MR IR 3
AOBBHREEEE
EREMIREE
REAEMRE

=i

FERBH AR
7 BRI e SRR IR 85

1,236,713
(125,282)

1,111,431

300
1,435

1,113,166
571,734
(125,282)
446,452
15,694

19,098

481,244
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6. Segment Reporting (Continued) 6. DEbIEmE (&)
(c) Revenue from major products and services () REFEEMERBHWA
The following is an analysis of the Group’s revenue from its major INTREAEEEREMNRBHWAD
products and services: #r
2015
—T—hF
RMB’000
ARBFT
Medicines and healthcare products 2200 R ARG o 721,283
Research & Development services it 2% AR 1% 63
721,346
(d) Geographic Information (d) IEEFH
The Group's revenue and results from operations mainly derived from AEENPARKEXEFERATED
activities in the PRC. The principal assets of the Group were located XBEE - FRN - AEENETEEEMR
in the PRC during the year. Accordingly, no analysis by geographical R o E BRI UIE S E DT o

segment is provided.
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Other Revenue and Other Net Income

7. HMWAREMWAFER

2015
—E—AhF

RMB’000
ARETFIT

Other revenue

Interest income from bank deposits

Subsidy income

— released from deferred revenue
— directly recognised in profit or loss

Compensation from PRC government

authority
Others

Gain on disposal of

available-for-sale investment

Gain on disposal of a subsidiary

Other net income

Reverse of impairment loss on

trade receivables

Reverse of impairment loss on

other receivables
Reversal overprovision of
retirement benefit

Write off of other payables

Reversal of write down of inventories

Net foreign exchange gains
Others

HAKA
RITEFF BIA
BN A
—BRAETERS
— B ARR
BB T R e 1

HAl
HERHHERE MRS

& — P B 2~ AR aR

HAK AR

e RS RE R R
B

H it WK IRR (B B 1R
M

RIRER
TREE R R

i 345 EL A R 9 R 0R
TFE MR
FEE 4 Wi AR
Hith

5,135

1,220
1,200

877
292

8,724

/)



8. Profit before Taxation
Profit before taxation is arrived at after charging the following:

Financial Statements

8. BRELATEF

BRI B A TR AT I8

2015
—E—hF

RMB’000
ARETFIT

(a) Finance costs
Interest on bank loans and
other borrowings
Interest on financial assistance
from the immediate

parent company

Total interest expense on
financial liabilities not at fair

value through profit or loss

(b) Staff costs (including directors’
emoluments)*
Contributions to defined
contribution retirement plans

Salaries, wages and other benefits

(a) HEER
BITERREMEENF S

EESRRMBEBNFL

WIFEBBERAFESIRR

EREENT S B

(b) ETHAX(BEEEHSE)*

TEBRHFUR KRG B K

e TENEMERN

* During the year, total staff costs amounted to RMB73,967,000 (2015:
RMB93,051,000) of which staff costs of RMB Nil (2015: RMB1,134,000)
was capitalized as intangible assets and excluded from the consolidated
statement of profit or loss.

ANNUAL REPORT 2016
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8. Profit before Taxation (Continued) 8. BR¥iANEF (&)
Profit before taxation is arrived at after charging the following: MR ATE R TSR AT &I : (48)
(Continued)

2015
—T—hF
RMB’000
ARETFT
(c) Otheritems () HtEE
Amortisation B
— prepaid lease payments —TEEERIA
— charged to consolidated —FtAGEIERE
statement of profit or loss 1,570
— capitalised in —REEIRRNERNE
construction-in-progress 326
1,896
—intangible assets* — B EE 4,192
Depreciation e
— assets held for own use —IRIEHEERFIEE A
under leases HEE 6,593
— other assets —HihEE 12,558
Impairment of AIE X
— trade receivables* — FEURER SR * 196
— other receivables* — E At JE Y FRIE 195
Write down of inventories* WoRmTF & * 7,618
Loss on disposal of property, HEME - BB KRB
plant and equipment* 192

Auditor's remuneration BRI & ¥
Auditor’s non-audit services R EE e I
remuneration
Operating lease charges: KEHERY
Minimum lease payment SEBERNK
Cost of inventories FERAR
Research and development costs* HEER >

* These amounts are included in “Other operating expenses” presented on
the consolidated statement of profit or loss.




Notes to the Consolidated Financial Statements
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For the year ended 31 December 2016

HE—

9.

T AF+-ASt+—HILER

Income Tax expense 9.

(a)

Income tax in the consolidated statement of profit or loss
represents:

FriSEiRx
(a) BRA BRI FTISBIE -

2016 2015
—E-REF —E—HF
Note RMB’'000 RMB'000
FaE AR¥TT ARBFT
Current tax B
PRC Enterprise Income Tax (“EIT") *FEI{MEFTSH ([DEAMEH]) 18,747 14,272
(Over)/Under provision for PRC BT FEPRHCEMSTHY
EIT in respect of prior years (FBERRHE) BETR (635) 1,563
Deferred tax EEBE
Origination and reversal of R EEMNITE R
temporary differences 25(b) (260) (1,039)
17,852 14,796

Hong Kong Profits Tax has not been provided for as the Group
had no assessable profits to Hong Kong Profits Tax for the year
(2015: Nil).

As at 31 December 2016 and 2015, two subsidiaries of the Group
established in the PRC are qualified as high technology enterprise.
In accordance with the applicable Enterprise Income Tax Law
of the PRC, these subsidiaries are subject to the PRC EIT at a
preferential rate of 15%.

The Company and other PRC subsidiaries are subject to the
PRC EIT at a rate of 25% (2015: 25%) for the year ended 31
December 2016.

HRAKE Y EBHANEENEH
ERBUE N - MARANFEAER
EENEHEGB(—T—HF:T) -

RZE-—RNER-_ZTE—HEF+=A
=+—H MERPREKIHREE
MEAEEERKARIMEMEE-
RIEBEATRBECEMGIE  Z5EW
BRRIZAR 15% MEET R MF
EMEH -

BHE-_Z—XF+-A=1+—RHLHF
B ARAREMPBENEBQRERE
25% (ZZF—FRF : 25%) P B
FRS BB R MBL
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9. Income Tax expense (Continued) 9. PSR (&)
(b) Reconciliation between income tax expense and accounting profit (b) HESHEREAHRRAENGHE
at the applicable tax rates: FE SRR
2015
—T—hF
RMB’000
ARETT
Profit before taxation BB AE T 46,274
Notional tax on profit before IR AR A B R ) A A A R
taxation, calculated at the STERBIADR NN B ERTIE
rates applicable to profits in
the countries concerned 6,197
Tax effect of non-deductible TAMBRAL R BT E
expenses 1,147
Tax effect of non-taxable income  JERRF UREE RO 75 57 2 (2,859)
Tax effect of unused tax losses KRR AT BHIEEED
not recognised b2 8,748
(Over)/under provision in BAFER GBRERE) BETR
prior years 1,563
Reversal of temporary different @RS 4 =58 -
Actual tax expenses ERBIEZ L 14,796




10. Directors’ and Chief Executive’s Emoluments

Directors’ emoluments disclosed pursuant to section 383(1) Hong
Kong Companies Ordinance and Part 2 of the Companies (Disclosure
of Information about Benefits of Directors) Regulation, and the chief

executive's emoluments (that is, general manger) are as follows:

inancial Statements

10. EERERTHAEME
RBE S QT RHI23830) KRR AR (RE
EENHER) ROIE 2 BREDEENS
REBITHAR (BBER) HFMET :

Executive directors
Mr. Zhang Feng
Mr. Xu Yan He
Mr. Chai Xiang Dong
(Resigned on 3 March 2016)

Non-executive directors
Ms. Yu Lin
Mr. Liu Zhan Jun
Mr. Song Ting Jiu
Mr. Zhao Wen Liang
(Appointed on 3 March 2016)

Independent non-executive directors
Mr. Yick Wing Fat, Simon

r. Poon Ka Yeung

YTES

RS

fRBAM S AE
RRRAE(RZE—RF
= A=HEME)

FYTES

T+

AEERAE

REA -
BXREE(RZB—RF
—A=HEZT)

BIFUTES
PKBRE
AP
THEE(R-T—RF

—AZ+—HEE
BERIAEE (RZT—RF
—A-+—BEZE)

ED ANNUAL REPORT 2016




Notes to the Consolidated Financial Statements

ire Bk MR

For the year ended 31 December 2016
HE-_Z—"E+-A=t+—BLEE

10. Directors’ and Chief Executive’s Emoluments 10. EZERERITHAEME (8)
(Continued)

Salaries,
allowances Retirement
and benefits scheme 2015
Directors’ inkind  contributions Total
fees e - 28 RIREHE —ZE-RhF
EEikn REWF= R Fey
RMB'000 RMB'000 RMB'000 RMB’000

AREBTT AR®TT ARETT ARETR

Executive directors HiTES
Mr. Chai Xiang Dong LmREE - 641 39 680
(Chief Executive Officer) (1THEE)
(resigned on 3 March 2016) (RZE—RF
= AZAEHT)
Mr. Zhang Feng RETE - - - =
Mr. Xu Yan He IRIANLE - 480 30 510
Non-executive directors FHTES
Ms. Yu Lin Tzt - - = =
Mr. Liu Zhan Jun 2| EERE - - - =
Mr. Song Ting Jiu RIEAFLE - - = =

Independent non-executive directors B EHTES

Mr. Yick Wing Fat, Simon GKERAE 212 - - 212
Mr. Poon Ka Yeung iﬁiﬁnﬁ%%i 106 - - 106
Mr. Yu Bo THrRE(R_T—R%F
(resigned on 21 January 2016) —AZ+—HBET) 100 = = 100
418 1,121 69 1,608
Mr. Chai Xiang Dong was the director and the general manager of LRREERARNRIZEETRBLKE  BF
the Company and was responsible for the Company’s day to day AATBEECIE N M ETH o HDE
management and overall activities. He has resigned as an executive AARTHITES  BCEREBERSE

Director, the general manager and authorised representative of the

T RNE=A=HBER
Company with effect from 3 March 2016. The remuneration of Mr. 8= AFZA=RBEM - REER

Chai for 2015 and 2016 is disclosed above. i%—ﬁi&:%—ﬁiﬁ’ﬂ%ﬁ@ﬂﬁéiiﬁ
o

Mr. Xu Yan He is appointed general manager and authorised ?—?—ﬁfﬂﬁiﬂﬁgé&ﬁ$ﬂﬁj%‘%%§fi &

representative of the Company with effect from 3 March 2016. BRE BT NE=F=H#EEK -

RIS T RBSEEMRNRABIRAT 20168455105 |
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iR e M RR M
For the year ended 31 December 2016
HE-—T A F+-A=+—HILFR

10. Directors’ and Chief Executive’s Emoluments
(Continued)

Mr. Zhao Wen Liang was appointed as an executive Director on 3
March 2016. With effect from 6 June 2016, Mr. Zhao has been re-
designated from an executive Director to a non-executive Director in
order to devote more time to his other business engagements.

During both years, no remuneration were paid or payable by the Group
to any of the directors or any of the 5 highest paid individuals set out
in note 8 as an inducement to join or upon joining the Group or as
compensation for loss of office. There was no arrangement under
which a director waived or agreed to waive any remuneration during
both years. No bonus was paid or payable to directors which are
discretionary or are based on the Group’s performance.

11. Individuals with Highest Emoluments
Of the five individuals with the highest emoluments, two (2015: two)
are directors of the Company whose emoluments are included in
the disclosures in note 10. The aggregate of the emoluments of the
remaining three (2015: three) individuals are as follows:

10. EZERESRITHAEME ()

11.

BYXREER-_ZT-R"F=ZA=-HCDEZ
ERBTEF - BT R"FHAXAE
B BXRELEHWUTESHIRIEHN
TEE  NEBEZHBRMA MR
EEG o

RMEFE  AEELEAESEHMESAT
BhEEEHFEEINME  FRMAR
S N AR SR 1% O 2R RN Bl A A Bl BB
E-RNMEFE ABREZREXLRBER
BEEMMEN T - MENBIRERE
BRBEAESCD N HEMIEL -

Koo NES
RAZERTNEEZY  ME(ZE—FH
F:MR)BARAESE  HFMFBEN
F10- HBA=Z(ZT—01%F: =4) &5
SHEME B VE M BT

2016 2015

—E-xEF —E—RF

RMB’000 RMB’000

ARET T AREFT

Salaries and other emoluments e RE AN 1,594 1,282
Retirement scheme contributions RIREFEIE R 102 91
1,696 1,373

Their emoluments are all within the band of HK$ Nil to HK$1,000,000
(equivalent to approximately RMB837,780) for years ended 31
December 2016 and 2015.

HEZZT-—X"FrRk=ZFE—AF+=ZA
Tt HLEFEESFMNEENTFHEE
NFZHEITE 1,000,000 T (FELHNAR
837,780 7T) °

106 SHENZHEN NEPTUNUS INTERLONG BIO-TECHNIQUE COMPANY LIMITED ANNUAL REPORT 2016

|



12.

13.

Notes to the Cons

Dividends

The directors do not propose the payment of any dividend for the year
ended 31 December 2016 (2015: Nil).

Earnings Per Share

Basic earnings per share

The calculation of basic earnings per share has been based on the
profit attributable to owners of the Company of approximately
RMB62,692,000 (2015: approximately RMB21,055,000) and the
weighted average number of 1,678,000,000 ordinary shares (2015:
1,678,000,000 ordinary shares) in issue during the year.

Diluted earnings per share

Diluted earnings per share equals to basic earnings per share as there
were no potential dilutive ordinary shares outstanding for both years
presented.

12.

13.

RS}
EEYTRFBCNBE-_F—AF+-7
S+-BLFEAARE(ZF—AF:
&)

BRER

SRERER
BREARFNERBEARRES ABNES
FHARYE62,692,000L(—T—RHEF : 4
AR #21,0550007L) " UWEAFEARE
BT E B A M9 %01,678,000,000 %
(ZZ—F%F :1,678,000,000 I8 L @MAY) 5t

s

B o
Eal

SEREERA
MRAMESRFEYBRRBEINEEES
AR R EREFRNENEGRER
&R -




14. Property, Plant and Equipment

Cost
At 1 January 2016
Additions
Construction expenditure capitalised
Disposals
Transfer

At 31 December 2016

Accumulated depreciation
and impairment
At 1 January 2016
Charge for the year *
Eliminated on disposal of asset

At 31 December 2016

Carrying amounts
At 31 December 2016

BEAE
R=Z2—7¥-A-A
hE
EABRAR
HE
g5

RZB-AETZA=1-A
SHHTEREE
RZF-~5-A-A
REELH*
HEBEELHH

RZE-AE+ZA=1-H

REE
RZE-AE+-A=1-H

inancial Statements

14. % - BMERZRE
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Notes to the Consolidated Financial Statements

14. Property, Plant and Equipment (Continued)

ire Bk MR

For the year ended 31 December 2016
HE_Z—RETH=1+—HIFE

14. 9% - MENRE (E)

Furniture,
fixtures
Leasehold Plant and Motor and  Construction-
Building  improvements machinery vehicles equipment in-progress Total
HENE xE - %E
BF LI e i Rt fRIE @t
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARETL  ARETR  ARETn  ARETR  ARETR ARETn  ARETR
Cost RAAE
t 1 January 2015 RZE-15-f-H 81,971 26,097 124,136 3,143 22,148 5593 263,088
Additions RE 1,185 567 6,837 m 1,325 - 10,025
Construction expenditure capitalised  EA{¢ERET - - - - - 19,664 19,664
Disposals e - - (172) (493) (203) (289) (1,756)
Derecognised on disposal PERALE-BRBAT
of a subsidiary - (226) - - (1,461) - (1,687)
Reclassified as held for sale ENNERRIELE (2.353) (24309) (26,358) (266) (9,467) (3.809) (66,562)
At 31 December 2015 RZE-RFT-A=1-H 80,803 2,129 103,843 249 12,382 21,160 2,112
Accumulated depreciation ZHERAE
and impairment
t 1 January 2015 RZE-n5-A-H (13,700) (1,345) (53,254) (1,424) (9,180) (834) (79,737)
Charge for the year * AEER (4.211) (1,337) (13373) (713) (3.937) - (23571)
Eliminated on disposal of a subsidiary (&~ BA RS - 146 - - 363 - 509
Eliminated on disposals of assets ~ (HEB AR - - 515 468 183 - 1,166
Eliminated on reclassification ENABRYE 201 1,730 5,604 253 4,815 o 12,603
At 31 December 2015 AZE-REF+ZA=1—H (17,710) (806) (60,508) (1,416) (7,756) (834) (89,030)
Carrying amounts REE
At 31 December 2015 RZB-RETZA=+-A 63,093 1323 43335 1,079 4,586 20,326 133742

* Included in the amount of RMB15,290,000 (2015: RMB23,571,000)
depreciation of RMB15,290,000 (2015: RMB19,151,000) was charged to
consolidated statement of profit or loss and depreciation of RMB Nil (2015:
RMB4,420,000) was capitalized as intangible assets.

* At 31 December 2016 and 2015, certain of the Group's buildings
with a total carrying amount of approximately RMB41,185,000 (2015:
approximately RMB38,124,000) were pledged to secure the Group’s bank
loan of RMB100,000,000 (2015: RMB100,000,000) (Note 24).

RTBERSRENRIMRABRAA 2016541 109

S HE B AR15290,000T( = F —
£: AR #23571,0000t) £HE
A R #15,290,000c( =& — A F : A
R¥19,151,0007T) 2T EE T AR EE
HERARBET(ZZE—HE: ARK
4,420,00070) ZIMEEEA L BEFEE °

Gl
&

R=Z A e g & =R
A AEEETRAEEENAARE
41,185,000 7C (20 — f & : #) AR &
38,124,000 T) EFEEAREBERITE
AR 100,000,000 (—ZE—HF : A
¥ 100,000,000 7% ) (Fi s 24) ;oK & -



15. Prepaid Lease Payments

d Financial Statements

15. E{SHEERIE

2015
—E—RF
RMB’000
AREFT
Cost BRRAE
At 1 January n—A—H 72,000
Addition NE 38,238
At 31 December R+=ZA=+—8 110,238
Accumulated amortisation Bty
At 1 January n—A—H (6,411)
Charge for the year AKEETH (1,570)
Capitalised in construction RERIRRENL
—in progress (326)
At 31 December R+ZA=+—H (8,307)
Carrying amounts IREE
At 31 December R+Z—A=+—H 101,931

The prepaid lease payments represent interest in land situated in the

ZEMNEERAELNPRENEE L

PRC which were amortised over the lease term on a straight-line basis. o RSENEERBEREERRHILES

e 3
') At 31 December 2016 and 2015, Certain of the Group’s prepaid RZTE—-—RNFEFRZFE—RAF+ZA
lease payments with a total carrying amount of approximately =t+—B AEEETHEERENAR

. B62,448,000 (2015: approximately RMB64,018,000) were
- pledged to secure the Group's bank loan of RMB100,000,000 (2015:

B100,000,000) (Note 24).

#62,448, 000 L( T —HF : HARE
64,018,0007T) MIERNHEREE/ER A
EEIFTERARE 100,000,000 (=F
—HEF : AR%100,000,0007T) (FsE24)
ofzigihn
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Notes to the Consolidated Financial Statements

For the year ended 31 December 2016

B EHRRNE

HE-_Z—"E+-A=t+—BILEE
16. Intangible Assets 6. BELEE
Anesthetic
Drug Internally
Production Technical  Developed
Computer and selling Customer ~ know-how  Technical Selling
software  Trademarks rights  Trade name list  acquired  know-how Licences Total
BE  ANHEY #E
ERaM BE MUHEHE @ RHEE  RFEE RGER BNR FE &3t
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
AREBTT  ARETR  ARETT ARETR ARETR ARETR ARETR  ARETT ARETR
Cost A
At 1 January 2015 RZZ-15-A-H 393 75 53,143 46,483 39,502 6,000 15,044 1,007 161,647
Addition HE 162 - - - 6,142 - 6,304
Redlassified as held for sale ENARARELE = - - - - (6,000) (21,180) - (27,186)
At 31 December 2015 and RIT-1fF
1 January 2016 tZRA=+-Bk
“E-3%-A-H 555 75 53,143 46,483 39,502 - - 1,007 140,765
Addition A 121 - - - - - - - 121
At 31 December 2016 RITF
+ZA=+-H 676 75 53,143 46,483 39,502 - - 1,007 140,886
Accumulated amortisation ~ 2iHEHREE
and impairment
At 1 January 2015 RZT-1E-F-H (360) (75) - - (16,270) = = (404) (17,109)
Charge for the year TEETH (39) - - - (3,950) - (5) (202) 4,192)
Himinated on recassification ~~ EXT AR (E
as held for sale HERLE - - - - - - 5 - 5
At 31 December 2015 and RIT-0fF
1 January 2016 tZR=+-Bk
“T-RE-A-H (395) (75) - - (20,220) - - (606) (21,29)
Charge for the year TEETH (281) - = = (3,950) - = 201) (4.432)
At 31 December 2016 RIT—E
tZA=1+-A (676) (75) - - (24,170) = = (807) (25,728)
Carrying amounts HEE
At 31 December 2016 R
+ZA=+-H = - 53,143 46,483 15332 = = 200 115,158
At 31 December 2015 RIT-0fF
+-A=1-H 160 - 53,143 46,483 19,282 = = 401 119,469

R BEREEREMEMROBRAT 2016555 111
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Notes to the Consolidated Financial Statements

iR e M RR M
For the year ended 31 December 2016
BE-—T A F+-A=+—HILFE

16. Intangible Assets (Continued)

(a)

(b)

Intangible assets arising from business combination

The anesthetic drug production and selling right, trade name and
customer list are intangible assets acquired on 30 November 2010
through the acquisition of Fuzhou Neptunus Fuyao Phamaticals Co., Ltd
(“Neptunus Fuyao”).

Anesthetic drug production and selling right represents the fair value
of the rights as at the acquisition date in respect of the production and
selling specific anesthetic drug in the PRC.

The anesthetic drug production and selling right and trade name are
considered by the management of the Group as having an indefinite
useful life because it is expected to contribute to net cash inflows to the
Group indefinitely. It is tested for impairment annually and whenever
there is an indication that it may have been impaired.

Selling licences are intangible assets acquired on 4 January 2013
through the acquisition of the 100% equity interests in Shenzhen
Neptunus Changjian Pharmaceutical Company Limited (“Neptunus
Changjian”).

Anesthetic drug production and selling right and trade name

The recoverable amounts, which were assessed by reference to
a valuation carried out by Verity Appraisals Company Limited, an
independent qualified professional valuer with appropriate qualification
and experience in the valuation of similar assets in the relevant industry,
of the anesthetic drug production and selling right and trade name
based on the estimated value-in-use calculations were higher than
their carrying amounts at 31 December 2016 and 31 December 2015.
Accordingly, no provision for impairment loss for anesthetic drug
production and selling right or tradenames is considered necessary.

|

16. BELEE (&)

(a)

(b)

EBRENEENEREE

M SEEHEE EBERREPBETIR
“E-ZFT-RA=THEBKEREMNE
ITREHNEFRAB([BERE]) KB
WEBLEE -

P YRR B 5 i B 5 2 S S Y T o R B Y
EHE BRXBREETEEERHEEM
REMERN N ATE -

AR BB IR BRI BEEE SR DA K TS
EERFHE TR - REZ M SEH
RARE AW R A KB ERRLT
ANFRERA » ZRE BFETRENR -
NAAEB B RBRERRERRIE

HEMAEIR - T—=F—HANBER
WERNEBIREBEARAR(BIR
RImEEREMEBNETEE

REBRBRESHMBEEHERESL S
8

R P B BT E 2 i B B2 35 42 A
REBEZBOTKRESE(TD2RBINA
SENBYAERERGHEMEFTER
RAR (HBAERBITERUEELETR
EMER MRS (FH [ ERETHE)
BREER-_F-—RFT_A=+—8BK
—E-REFTZA=+T—HWEEE R
b - S B A B B S M A R TS R TR AR
HORE R E R -
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16. Intangible Assets (Continued)

(b) Anesthetic drug production and selling right and trade name

(Continued)

The recoverable amount of the anesthetic drug production and
selling right is determined based on value in use calculations. These
calculations use cash flow projections based on financial budget
approved by the executive directors covering a four-year period. Cash
flows beyond four-year period are extrapolated using an estimated
weighted average growth rate of 3% (2015: 3%) which is consistent
with the forecasts. The growth rates used do not exceed the long-term
average growth rates for the medical industries. The cash flows are
discounted using a discount rate of 21% (2015: 24%). The discount
rates used are pre-tax and reflect specific risks relating to the relevant
segments.

The recoverable amount of trade name is determined based on the fair
value of trade name as measured using a royalty rate of 4.5% (2015:
4.5%) on sale and discount rate of 21% (2015: 24%). The annual sales
was projected based on financial budgets approved by the executive
directors covering a four-year period and has been extrapolated using
an average 3% (2015: 3%) growth rate. The average 3% (2015: 3%)
growth rate is based on the average 10-year consumer price index in
the PRC and does not exceed the long-term average growth rates for
the pharmaceutical industries.

The anesthetic drug production and selling right and trade name has an
indefinite useful life which was assessed by the management at the end
of the reporting period.

R BEREEREMREMROBMRAT 201655 113

A ﬁ%#&%pﬁ

For the year ended 31 December 2016
HE-_Z—"E+-A=t+—BILEE

16. B EE (18)
(b) m*ﬁ%%ﬂ%qﬁi%ﬂ’ﬂﬂ’ﬂﬁﬁ@ﬁéﬁﬁﬁﬁﬁ

ka8 (H)

TRBr S E A R EB B E 58
DIRBERAEBENGETEIMETE - %%
ETE AT E B E 2 N F B
HEEAEENB S RBAMTE - BB
NFERZREREFEAI% (ZTE—RHF
3%) B ETIN#E F g R R (BRI —
BOEITIEA - FRAMNERE TG HAELE
TEMRPFYREE - REREMITE
RE21% (ZZT—1F :24%) - FHNEL
WEAHABIRE - WRERBEDIBAE
TE R o

ENABOARE B IRIEEREN4.5%
(ZZ—FRF 1 45%) SR ER KR
1% (“E—RF : 24%) st EZ ¥KAE
BATERETE - FEHEDRENITTE
EHAERE N TN RBE#ETEA
WiER3% (ZE—FF : 3%) FHERER
FY o Z3%(ZF—RF 1 3%) FHER
EHERPEI0FFHEEERBEHERIL
RBBEETERAFHERE -

TP SEEHE R X BB AR ERE R B
R W AEEER2RPARETHE
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Notes to the Consolidated Financial Statements

iR e M ERR M
For the year ended 31 December 2016
BE-F—AF+-A=+—AILFE

16.
(c)

(d)

Intangible Assets (Continued)

Customer list

The customer list has a finite useful life and is amortised on a
straight-line basis over 10 years. The useful life of the customer list is
determined with reference to the estimated future revenue from the
customer list which is based on historical information. The management
is of the view that the future economic benefits that can be derived
from the customer list beyond the 10-year period are insignificant.

The fair value of the customer list at the date of business combination
was measured using the excess earnings method under the income
approach. This calculation is based on the present value of the
incremental after-tax cash flows attributable to the customer list and a
discount rate of 21%. The annual cash flow is calculated by reference
to the latest applicable annual revenue from existing customers and has
been extrapolated using an average 3% growth rate. The average 3%
growth rate is based on the relevant industry growth and management
forecasts and does not exceed the average long-term growth rate for
the relevant industry. At the date of the business combination, the fair
value of the customer list amounted to RMB39,502,000.

Technical know-how acquired and internally developed technical
know-how

Technical know-how acquired and internally developed technical know-
how represented development cost of recombinant human thymosin
a1, which has a finite useful life and is determined with reference to
the estimated future revenue from the recombinant human thymosin
al. The amortisation will start when the Group obtains production
license and generates revenue from the marketing of recombinant
human thymosin «1. The management is of the view that the future
economic benefits that can be derived from the technical know-how
beyond the 10-year period are insignificant.

16. B EE ()

(c)

(d)

EFRE

EFEEAREAEBFRIAELRER
10FREE - TRPRENAERFRDZ
EZRBELENMSHEKETFRENMG
AARRMEMERE - EBERR - 1058
Bk - RERP 2B RREBERETD
BEM -

REBAHBENEFZERNFETINR
BAFENBAGTE - ZFEURFE
BRELEERFEBESREBENR21% T
REAEE - FEREREDNZEREBR
FPHEICHEAFE RS EXFER3% F5
#RERMIELE o 3% T EERTIENIERE
TERREREEERENB W RBBEMBT
¥CFHREBER  REBKAHBHN
BEFEAEQNFEAARE 39,502,000 °

SIRBHNERRM R AR B EERM

B KRB F A &l kA EBF % B A Kl
BHEAMR o 1HFRBEKA - BERENE
FAHR - BER2ZEE AR o 10[ETR
KPAREE RAKERSEEFTE
REAABR o 1 EHEEWARFLE
e BIEERR  10FZKEFE M
RSB R
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16. Intangible Assets (Continued)

(d) Technical know-how acquired and internally developed technical

(e)

know-how (Continued)

The recoverable amount of technical know-how acquired and internally
developed technical know-how is determined based on value in use
calculations. This calculation use cash flow projections based on
financial budget approved by the executive directors covering 10-year
period. The cash flows were discounted using a discount rate of 17%.

In December 2015, the Group’s management was committed to
a preliminary negotiation with a third party regarding the disposal
of 100% equity interest of Jiangsu Neptunus Bio-pharmaceutical
Company Limited (“Jiangsu Neptunus”). The technical know-how
acquired and internally developed technical know-how attributable to
Jiangsu Neptunus is classified as a disposal group held for sale (Note
30). The sale subsequently was completed in January 2016.

Selling licences

Selling licences have a finite useful life and is amortised on a straight-
line basis over 5 years. The useful life of the selling licenses is
determined with reference to the period of validity of the selling
licences.

The fair value of the selling licences at the date of business combination
was measured using a relief from royal approach under the income
approach. The valuation was carried out by Ascent Partners, Valuation
Service Limited an independent qualified professional valuer with
appropriate qualification and experience in the valuation of similar
assets in the relevant industry. The calculation was based on the royalty
rate of 5.1% on sales and discount rate of 19.84%. The annual sales
were projected based on financial budget approved by the executive
directors covering a five-year period and has been extrapolated using
an average 3.19% growth rate. The average 3.19% growth rate is
based on the average 10-year consumer price index of the PRC and
does not exceed the average long-term growth rate for the relevant
industry. As at the date of the business combination, the fair value of
the selling licenses were RMB1,007,000.
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16. BLEE (&)

(d)

(e)

B WE VA Bl I 0 BB PR S A Rl ()

BEWENEERMEAZHEZTE RN
AT E S B AR ACEIE TR BRERFE
HHE -FERSRDERPITESIEZ
TERPRBEENEAMGTE - Ren=
HIREA17% HTIRE BE%E -

RIE-—HF+-A AEEEERERD
E1HBIEMREERAR(IHE
T D100% #mBE=TTETVIHER -
TTER /G T 8 1A DA YK B B 1l 10 38 Ko 70 0 3%
B F A0 AR 0 FR R A VR B O th B AR Y (B
iE30) BRAHEBEN _T— R F—A%
B o

HEMTR
HEFAAEERENEAFRALABLRE
RSFREH - SHEFFAIENRERFRTS
SEHEFAENERIMET -

REBAHBABNEEFATERIFETIN
WAER RIRIRBOERT 8 - A ETIR S
YEERBERMHEMIAFELZAERAD
A (RBEEHHEBITREUEEETHER
B NER)ETHHE - ZFTEDULEER
5.1% AN ERR19.84% R K QE
o FRHEDENNTEESRHEZRF
MM BEENTARALEH3.19% F19E K
R - 3.19% PR ETDENHEH
FHTFEEEERERREEERANAY
ABBHEBETEZ FHRBAEBREK - N
KA ENNEEFAIEAFERARYE
1,007,0007C °



17.

18.

inancial Statements

Deposit for Acquisition of Property, Plant and
Equipment

The deposit of approximately RMB914,000 (2015: approximately
RMB1,027,000) mainly represents deposit to acquire property, plant
and equipment for the production base in Fuzhou. During the year,
additional deposit of RMB914,000 was paid and property, plant and
equipment of approximately RMB1,027,000 was transferred and
delivered to the Group and the relevant deposit were reclassified as
property, plant and equipment.

Available-For-Sale Investments

17. BEYE  BERRBENERS

ZEBHAREN4000TERE(ZZE—F
F:HARME,027,0007T) EEALRNIE
MEVEEEMBEYE - BERRENIR
& o AFEN - EXTARE14,0007THIEE
INEE R AR 1,027,000 THIE - BE
KEHBEBREARINASERERRSWE
oEAYE  BERE

18. AIHHERE

2015
—E—RF
RMB’000
AR¥EFT

Unlisted securities JE RS

- Equity securities in the PRC, at cost ~ —RBINHIIRANE S » IR ANME

1
|
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Notes to the Consolida

19. Inventories 19. 7€
2015
—ZE—hfF
RMB’000
AREETFIT
Raw materials R 78,596
Work-in-progress pea- 18,492
Finished goods RURK G 58,496
155,584
The analysis of the amount of inventories recognised as an expense and BHRARI W ABRNFESES TN
included in profit or loss is as follows: T
2015
—E-RE
Note RMB'000
B3 AREETTT
Carrying amount of inventories sold EEFERESRE 361,832
Write-down of inventories MomiFE 0) 7,618
Reversal of write down of inventories 17 & i @ (i) (1,283)
368,167
Notes: MaE
(i)  As at 31 December 2016, write-down of inventories was approximately () HZE-—XRNF+-A=+—8  #BEfF
RMB4,764,000 (2015: RMB7,618,000). During the year, obsolete EHANRKL764000(ZFE—RHF:
inventories of approximately RMB4,764,000 (2015: RMB7,618,000) were AR¥7,6180007T) c FAREFEL
identified and recognised in the consolidated statement of profit or loss. AR 4,764,000 (ZE—HF : AR
7,618,00070) BERG A AR NBBIRE
b
(i) During the year, obsolete inventories written down previously were sold. (ii)

Therefore, a reversal of write down of inventories of RMB1,860,000 (2015:
RMB1,283,000) was recognised in the consolidated statement of profit or
loss.




inancial Statements

20. Trade and Other Receivables 20. FEUWBR R K H i FE W FRIE
2015
—E—RF
Note RMB’000
FIsE AREFT
Trade and bills receivables FEUSER TR K PR U 2R 15 165,402
Less: allowance for doubtful debts T REREE (2,453)
162,949
Amounts due from fellow subsidiaries ~ FEUL[E X B A 7 A (i), 34(d) 1,923
Amounts due from related companies — FEUK EdE N 51 FE (i), 34(d) 6,222
Amount due from the immediate FEW E B A RFIE
parent company (i), 34(d) 9,646
Amount due from the intermediate FEW A RIFIE
parent company (i), 34(d) 5,216
Other receivables H b el RIE 6,008
Value-added tax recoverable AT UK B E TS 783
Loans and receivables B R EREIE 192,747
Prepayment and deposits A FRIBRIES 5,654
Less: Non-current assets W FERBEE 198,401
Value-added tax recoverable AR [l {ETR (783)
197,618
I
of the trade and other receivables classified as current assets are B EARDEENERERLE
/ ed to be recovered within one year. fth FE W SR IB AT A — EE UK [E] -
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Notes to the Consoli

20. Trade and Other Receivables (Continued)

(a)

Notes:

(i) The amounts are unsecured, interest-free and repayable within one year.

(i) Value-added tax recoverable is value-added tax paid by the Group eligible
for offsetting value-added tax payable to arise on future revenue streams
in accordance with relevant PRC tax laws.

Aging analysis

The following is an aging analysis of trade and bills receivables,
presented based on the invoice date, which approximates the
respective revenue recognition dates:

20. FEURBRFR ) H A FEUR SR E (48)
GEE

(i) BUKE/ERER 2SURAR—FA

(i) FIREBERESAEED X NWEERL
A EMRADOA R E B R U PTE £ R &
B ER S o

(a) FRERD T
AT RAEEZ BUERR R EREBIZE
SRAMEN 2RO (REWARER BB
BE)

2015
—ZET—hEF
RMB’000
ARET T

Within 3 months 3fEAR

More than 3 months but less HBiE3EAERIR121EA
than 12 months

Over 12 months w1218 A

Trade and bills receivables are due within 90 days from the date of
billing. Further details on the Group’s credit policy is set out in note
33(a).

134,856

25,443
2,650

162,949

EURA N BN EE - REBRZEHRER
HEF 0 B RE XN - ARBEEERED
#— S FHIRENHIE33)




Notes to the Consolidated Financial Statements
iR IR M

For the year ended 31 December 2016

BE-—T A F+-A=+—HILFE

20. Trade and Other Receivables (Continued) 20. B BR AR H b R R IE ()
(b) Impairment of trade receivables (b) FEWERFURE
Impairment losses in respect of trade receivables are recorded using FEUEBR AR E BT 1B Ty A BB BRAC 8%+
an allowance account unless the Group is satisfied that recovery of AEBEBEEREZFENTEEREK £
the amount is remote, in which case the impairment loss is written off BT - BB EUER S R E S8 -
against trade receivables directly.
Movements in the allowance for impairment loss REBERESS
2016 2015
—E-XE —E—RF
Note RMB’'000 RMB’000
gz AR¥T T AREEFIT
At 1 January n—A—8 2,453 2,353
Impairment loss recognised EHERIREERE (i) 311 196
Recovery of impairment loss EgEIbREY 52! (i) (286) (75)
Uncollectible amount written off 9P NUEE QL 6| (iif) (196) (1)
At 31 December W+Z—A=+—H 2,282 2,453
Notes: s -

(i) As at 31 December 2016, trade receivables of the Group amounting to
RMB311,000 (2015: RMB196,000) were individually determined to be
impaired and allowance had been made. These individually impaired
receivables were outstanding for over 1 year as at the end of the reporting
period or were due from customers with financial difficulties.

(i) ~ RMB286,000 (2015: RMB75,000) of the trade receivables previously
impaired was recovered during the year. Therefore, the impairment loss
was reversed.

(iii)  As at 31 December 2016, a bad debt of RMB196,000 (2015: RMB21,000)

was written off against trade receivables directly as the Group assessed
that the recovery of the amount is remote.

(iv)  The Group does not hold any collateral over these balances.

() RZE—RE+-ZA=+—0 ~£EH
EEBE R A RM 311,000 T (2 —H4F
AR 196,000 7T) @ BIEERE - WatiE
Bl - ZEEBRERKERN 2R K
EmERM a1 FRBAMBERENTS -

(i) Fo AT E R E ) FEHR KA R K 286,000 7T
RERKE(ZZT—HF : AR% 75,000
7)o FEitt  REEEEED -

(i) RZT—R"F+-A=1+—8 alA%EE
AR EZREN SR - BERARE
196,000t (—ZZ—14F : AR¥21,0007T)

B SR YRR o

(iv) AEBEVWERZESERTEEAERS -
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Notes to the Consolidated Financial Statements

20. Trade and Other Receivables (Continued)

(9]

Trade receivables that are not impaired
The ageing analysis of trade receivables that are neither individually nor
collectively considered to be impaired are as follows:

= =+ o

iR e MR Mt

For the year ended 31 December 2016
HE-_Z—"E+-A=t+—BILEE

20. FE U R R I L FE W =R TR (7))
() 3R 8L O I IR AR 3K
b 4 151 5. 55 8 A7 72 L 8 1 BB O R T A
WRBHRB AT

2016 2015

—E—RE —E—0F

RMB’000 RMB’'000

ARET R ARETFT

Neither past due nor impaired I fE s B sOR(E 142,804 150,915
Past due but not impaired 2 HR B R (A

1 to 3 months past due BEI1 E3(@A 28,059 6,647

Over 3 months past due B EREA3EA 5,158 5,387

176,021 162,949

Receivables that were neither past due nor impaired relate to a wide
range of customers for whom there was no recent history of default.

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.

R BEREEREMREMROBRAT 201655 121

b 48 760 5 58060 (B Y B KORTR B2 % 2 I ST
HIR KN TP ER -

EBHEERENEBEFREZZERAR
BN AEERTPAE - REBEL
B EEEMRRG ARNEEKTESEAE
B MAERDRREAABRKE - HHA
T F AR E R -

Fl



21.

22.

inancial Statements

Pledged Bank Deposits

The pledged bank deposits are bank deposits pledged to a bank to
secure credit facilities granted to the Group. The pledged bank deposits
represent margin deposits to secure bills and other trade finance
facilities granted to the Group from time to time and are therefore
classified as current assets.

Cash and Cash Equivalents

21. BI|MIRITIFR
ERRITERARA R BB R EEMAE
T RITORITER - BEROBITER
EAEETHRERRER OB S RA
FEANRES  EHHRARDEE -

22. REeERIREEEY

2015
—E—hFE
RMB’'000
AREFTT

Cash at bank and on hand RITERRER S
Less: Fixed deposit with maturity of W 3E A3 IA LRI ER
3 months or more BE BT
Cash and cash equivalents in the RERE MBI R RGE
consolidated statement of financial ReamnsrkNRE R
position and the consolidated ReEEY

statement of cash flows

In 2016, deposits with banks carry interest at market rates which range
from 1.85% to 3.38%. (2015: 0.30% to 3.05%) per annum.

ED ANNUAL REPORT 2016 l
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(17,608)

282,494

MR-ZT—RF RIOTEREWEFEF RN
F1.85%%F3.38%(—FE—FE : 0.30% &
3.05%)5FE °




23. Trade and Other Payables

Notes to the Consolida

23. ENERARA K EMENSRIE

2015

—F—4%F

Note RMB’'000

LS ARETT

Trade and bills payables FERTBR R R FE 4R 95,671

Receipts in advance TEWFRIA 9,459

Other payables and accruals H e FIE R BT E R 83,319

Amount due to fellow subsidiaries FER R R B A RFTE (i), 34(d) 2,687

Amount due to the immediate ENEBERRKIEA

parent company (i), 34(d) 1,067

Amount due to related company FERTRRE A FIFRIA 41,933
Financial assistance from the REEBAFIN

immediate parent company B E B (ii), 34(d) 74,500
Financial liabilities measured BB ANGT 28

at amortised cost TRAE 308,636

All of the trade and other payables are expected to be settled or
recognised as income within one year or are repayable on demand. An
ageing analysis of trade and bills payables at the end of the reporting

period, presented based on the invoice date, is as follows:

B AN R AR S L B 5 SRIR TR EA I — F
AR BRASIZBEREE - R2
BPRRBEEA T ENRNRREERN
SERMREOTOT

2015
—E—hEF
RMB’'000
AREFTT

Within 3 months
4 to 6 months
7 to 12 months

Over 1 year

3IAR
4% 6fE8A
7E12{@A
16 E

52,031

550



inancial Statements

23. Trade and Other Payables (Continued)

Notes:

(i) As at 31 December 2016, the balances are unsecured, interest-free and
repayable on demand.

(i) The amounts of financial assistance of RMB Nil (2015: RMB74,500,000)
obtained from the immediate parent company, Shenzhen Neptunus Bio-
engineering Co., Ltd. (“Neptunus Bio-engineering”). The amounts were
unsecured, bearing interest at 5.52%-6.72% per annum in 2015, which is
20% above 1-year benchmark lending rate issued by the People’s Bank of
China. The amounts were fully repaid during the year.

24. Interest-bearing Bank Borrowings

23. BERA R EMEN TR ()

i

ﬁ_v:

)

(i)

RIE-—R"ETZA=+—R0 Z5&H
REER  RERARERER -

SHAANRBARBSZL(ZE—RF: A
R¥74,500,000m) B EHEEBE R
ARITETEMIRBRMBER AR (E
FEW])ES MBEEDAEEF - R
T-—RAFEBRAEBF552%E6.72% ' kb
FRARBITERITN —FHEENESH
20% ° ZRECRFERDE(ERE -

24. fIESRITRE

Effective
interest rate Maturity 2015
BERFI= Z8A —E-RE
RMB'000
AREFT

Short-term bank loan RHRITER
— secured — B 4.85% (2015: 5.6%-6%) within 1 year 100,000
485% (ZZ—AF —FR
5.6%Z£6%)
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Notes to the Consolidated Financial Statements

24. Interest-bearing Bank Borrowings (Continued)

The interest-bearing bank borrowings are carried at amortised cost. All
of the Group’s borrowings are denominated in RMB.

For the year ended 31 December 2015

RMB30,000,000 facility for issue of bills and RMB100,000,000 loan
facility were obtained from a bank on 18 May 2015and 22 July 2015
respectively.

The loan facility was secured by pledge of buildings and prepaid lease
payments of a subsidiary and carries common profitability and gear
ratio covenants on that subsidiary. At 31 December 2015, the loan
facility was fully utilised and loan of RMB100,000,000 was outstanding
and the pledged buildings and prepaid lease payments were stated at
an aggregate value of approximately RMB102,142,000.

The bill facility requires 100% bank deposit to be pledged on bill issue.
At 31 December 2015, RMB3,400,000 bill facility was utilised and
outstanding. The balance was included in trade and bills payables as
disclosed in note 23 to these consolidated financial statements.

For the year ended 31 December 2016

On 4 August 2016, the above loan facility and bill facility were renewed
and combined into one bank facility of RMB100,000,000. The renewed
bank facility is shared by loan and issue of bill, secured by pledge
of buildings and prepaid lease payments of a subsidiary, and carries
common profitability and gear ratio covenants on that subsidiary. Issue
of bill, in addition to the aforementioned pledge, requires at least 50%
pledge of bank deposit. Bill payable, if it is issued, carries no interest.

At 31 December 2016, the bank facility was fully utilised and loan
of RMB100,000,000 was outstanding and the pledged buildings
and prepaid lease payments were stated at an aggregate value of
approximately RMB103,633,000. No bills were issued.

R EREFEENEMROERAT 201654 R 125

= =+ o
iR e MR Mt
For the year ended 31 December 2016
HE-_ZT—XRE+-_A=+—HLEE

24. M S RITIEE (&)

M S RITIEE HIRBHA AT - AEE
FIBEBEHAARKE -

BE-—Z-—HF+-A=+—HLEE
ZEEE AR% 30,000,000 T R ERRE
AR#100,000,000t2 IR = —HFH
A+ \BE-ZE—HEF+A-+-_BRHE
1TEUS o

EXBEU—ZHBRANER KB
HEFBHEEFRTAEELNBIRE
BLERERIERRZMEBERAR - RZF
—hAF+-_A=+—8 BEXmELE
E2#E A REHARE100,000,0007T
HWAEE  MAREKEEERBEMNBER
HEABEAFHAARE102,142,0007T ©

ZERE AR BEITEERL100% RITFEX
BRI - RZF—RAFF+=ZA=+—0"
AR#3,400,000 tEB/ME B F AL F
i - ZRBEFNBRBEERGS W BRKM
23 EMRR R E RN RARRKEE -

BE-E-—XE+-A=+—HILEFE
R-ZZE—XR"ENANB LEFRBER
ZEBECEFERREHR—BARE
100,000,000 ST KR TT AL & - B 5 #5748 5
WRITRE MEFEEHBTEERER
BREZ  U—FRWBRRANEEREN
HEFRBEERATAEEEENEIRAE
R EFKIER R B AR - Br EullE 7
N BITEBRFEE D S0%MIRITFERIR
B o BNER(WELET)THE »

R-ZZE—RNE+-_A=+—H " BI@E
E2HEARERARE 100,000,000 7T
KEE ARERONEERBNHEERSE
REEAFTHAARE 103,633,000t ° I
BEITER o



Notes to the Consolidated Financial Statements
iR IR M

For the year ended 31 December 2016

HE_T—FE+_A=1+—HItEE

25. Income Tax in the Consolidated Statement of 25. iR E MR R AR TSR
Financial Position
(@ Current taxation in the consolidated statement of financial (a)

position represents:

A MR R A BT RS -

2016 2015
—E—XRE —E-RE
RMB’000 RMB’000
AR¥T T AREFT
PRC EIT HEl PSR
Provision for the year REERHE 12,322 13,352
Balance of tax provisions BERIFE BRI
relating to prior years TIAR B AEER 2,342 2,342
14,664 15,694
(b) Deferred tax assets and liabilities recognised: (b) BEHRELCHEEERARE:

The components of deferred tax (assets)/liabilities recognised
in the consolidated statement of financial position and the
movements during the year as follows:

ERERA M BN R ERRELERIA
(BE)/AERKFENEHNT :

Fair value
change of
non-current
assets Others Total
FRBEE
AT ESE Hith st
RMB’'000 RMB’'000 RMB’000
AR¥TF T AR®TF T AR®T T
At 1 January 2015 RZE—RF—H—H 20,167 (1,465) 18,702
(Credited)/charged to GOV 3=k =
profit or loss (1,069) 30 (1,039)
At 31 December 2015 and R-_E—HRF+-_A=+—H
1 January 2016 k—Z—XE—H—H 19,098 (1,435) 17,663
(Credited)/charged to (FGEA) /R B 1BEER
profit or loss (704) 444 (260)
At 31 December 2016 R-_ZE—R"FE+-_A=+—H 18,394 (991) 17,403
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Notes to the Consoli

25. Income Tax in the Consolidated Statement of
Financial Position (Continued)
(b) Deferred tax assets and liabilities recognised: (Continued)

25. REMBAREZANE
(%&)
(b ERREEHALERAH  (H)

2015
—E-RE
RMB’'000
AREETIT

Net deferred tax assets recognised BEFA4RE BTk I 2R FERR EY
on the consolidated statement RIETIE & B R A
of financial position

Net deferred tax liabilities BRSSO R R
recognised on the consolidated ~ (EEFIE & &FE

statement of financial position

At 31 December 2016 S

A

T—RNF+-HA=+—8H

(c) Deferred tax assets not recognised
At the end of the reporting period, the Group has unused tax
losses of RMB14,850,000 (2015: RMB127,992,000) available
for offset against future profits that may be carried forward for
five years for PRC EIT purposes. No deferred tax asset has been
recognised in respect of the tax losses due to the unpredictability
of future profit streams.

(1,435)

19,098

17,663

() WAHRERNELERBEE
REFRBER  AERENRBAHIES
BAE AR 14,850,000t(—F—H
F£: AR #127,992,0007T ) & A
A 88 7R 204 M) 36 7] 54 Bl b KPR 1S
BEERF - FAARETERRHEFR
2 MW ARRBIABBERELENE




Notes to the Consolidated Financial Statements

iR e M RR M
For the year ended 31 December 2016
BE-—TAF+-A=+—HILFR

26. Entrusted Loans from the Immediate Parent

27.

Company

On 5 April 2011, the immediate parent company further agreed
to extent the repayment date of entrusted loan in the amount of
RMB9,000,000 as Neptunus Bio-engineering had undertaken to
the Company that it would not demand repayment of the above-
mentioned shareholder’'s entrusted loan unless and until: (1) the
repayment of such shareholder’s entrusted loan would not adversely
affect the operations of the Company and/or its business objectives
as set out in the prospectus published by the Company on 29 August
2005 (the “Prospectus”), and (2) each of the independent non-
executive directors was of the opinion that the repayment of such
shareholder’s entrusted loan would not adversely affect the operations
of the Company and/or the implementation of its business objectives
as set out in the Prospectus, and the Company would make an
announcement in respect of the decision of the independent non-
executive directors made under (2); and (3) the Company had a positive
cash flow and had retained profits in the relevant financial year.

The carrying amount of the Group’s entrusted loans from the
immediate parent company approximates their fair value.

Deferred Revenue

SubsidyA  SubsidyB  Subsidy C

SubsidyE  SubsidyF  Subsidy G

26. EBER A RIEEER

R-Z——EMARE  ARNETEYH
AABIEBFEBISEREELARES
HEXR HEEIQRIRAE#E—S$ERZH
B AR #9,000,000 THEZEE - BrIF
FEE-(WEEZBREZTERBTE
HERARAR_ZZERFENA=-TNA
HBROBRER(BRER]) OAQAE
BRREEERBEERTAEE  RQ)
BEUIINTESTHRABEEZREZRH
BB T EHENBRERNARTEE
k/SHELEEENETERTANEE
RAGEERIBILIENITE BN E () BATIE
REELE RS RE)ARB RN RE
EREERERRRERF -

AEENEBSARZREERNEEER
HAFERE -

27. IEIER

Subsidy H  Other subsidy Total

filA #is e #0 e b e BN KRB 3
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARSI ARETn  ARBTR  ARETR  ARMTn  ARETn  ARMBTn ARETn  ARMTn  ARETR

(Note ) (Noteb) (Note) (Noted) (Notee) (Note ) (Note g) (Noteh)

(Hita) () (o) (i) (Hte) (&) (Hito) (Hith)
At 1 January 2015 R-F-1F-A-A 500 391 167 511 ] 3609 5384 494 %4 16,530
Additons HE - - - - - - - - 684 684
Recassfied asheld forsale ~ E3TAEAH(ELE - - - - - - (5,384) (4964) - (10,348)
Amortisation for the year TEEAY = (146) - - - (40 - - 673 (1,200

At 31 December 2015 REE-BETZA=1-A

and 1 January 2016 B NE-A-A 500 215 167 511 4 3208 - - 975 5,646
Amortisaton for the year KRR = (245) s 2 = (401) = = (107 1%
At 31 December 2016 W=B-7ET-A=1-A 500 - 167 511 4 2801 - - 368 4893

|
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Notes to the Consolidated Financial Statements

27. Deferred Revenue (continued)

Notes:

(a)

(b)

(@)

(d)

(e)

In July 2003, a subsidy of RMB500,000 was jointly granted by the
Shenzhen Bureau of Science and Technology and the Shenzhen Bureau
of Finance for assisting the Company in performing research and
development of interferon ointment. The subsidy is not required to
be repaid to the Shenzhen Bureau of Science and Technology and the
Shenzhen Bureau of Finance only if the project is subsequently approved
and certified by Shenzhen Bureau of Science and Technology and
Shenzhen Bureau of Finance upon its completion. Since the Company
has not yet obtained the approval for the project, the subsidy was not
recognised as income for 2016 and 2015.

In December 2004, a subsidy of RMB2,000,000 was jointly granted by
the Shenzhen Bureau of Science, Technology and Information and the
Shenzhen Development and Reform Bureau as a science and technology
fund to subsidize the acquisition of certain plant and machinery. A
further subsidy of RMB1,000,000 for the same purpose was granted in
July 2005. These subsidies are not required to be repaid and the amount
of approximately RMB245,000 (2015: RMB146,000) was recognised as
income over the useful life of the related plant and machinery.

In December 2005, a subsidy of RMB400,000 was granted by the
Shenzhen Bureau of Finance for financing the research and development
of interferon vaginal effervescent tablet. The subsidy is not required only if
the project is subsequently approved and certified by the Shenzhen Bureau
of Science, Technology and Information upon its completion. The subsidy
was not recognised as income for 2016 and 2015 as the project has not
been completed.

In December 2009, a subsidy of RMB3,000,000 was granted by Shenzhen
Bureau of Science, Technology and Information for financing a project
to carry out the research and development of HI1N1. The subsidy is
not required to be repaid. In 2014, the amount of RMB287,000 was
recognised as income to match with the research and development
expense of HIN1 incurred. In 2016 and 2015, no amount was recognised
as income as there was no related expense.

In April 2011, a subsidy of RMB400,000 was granted by Science, Industry,
Trade and Information Technology Commission of Shenzhen Municipality
for financing the research and development of ¥TEUHINTREHRSE
. The subsidy is not required to be repaid. The subsidy of RMB360,000
was recognised as income to match with the research and development
expenses incurred during the year 2011. The remaining amount of
RMB40,000 will be recognised when the project is completed.
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27. Deferred Revenue (continued)

Notes: (continued)

()

In October 2013, a subsidy of RMB4,010,000 was granted by Jinan
Regional Finance Bureau of Fuzhou City for financing the property, plant
and equipment in relation to new GMP enhancement of production
base in Fuzhou. The subsidy is not required to be repaid. The amount is
recognised to match with the useful life of property, plant and equipment
for the new GMP enhancement. As at 31 December 2016, RMB401,000
(2015: RMB401,000) was recognised.

In November 2013, a subsidy of RMB8,089,000 was granted by the
Administrative Committee of Taizhou Medical High-tech Industry
Development Zone for financing the research and development of
recombinant human thymosin a1 for injection and for the industrialization
of infrastructures. The subsidy is not required to be repaid. The remaining
of RMB5,384,000 attributable to Jiangsu Neptunus, was classified as held
for sale.

In July 2014, another subsidy of RMB5,000,000 was granted by the
Science and Technology Department of Jiangsu Province for financing
research and development of recombinant human thymosin o1 for
injection and for the industrialization of infrastructures. The subsidy is
not required to be repaid. The amount of RMB36,000 was recognized as
income to match with incurred research and development expenses in last
year. The remaining of RMB4,964,000 attributable to Jiangsu Neptunus,
was classified as held for sale.

During the vyear, the Group did not obtain any subsidies (2015:
RMB684,000) from local government authorities for financing the research
and development activities. These subsidies are not required to be repaid.
The amount of RMB107,000 (2015: RMB673,000) was recognized as
income to match with research and development expenses incurred
during the year. A subsidy of RMB505,000, which attributable to Jiangsu
Neptunus, was classified as held for sale.

The directors consider that, except for the subsidies mentioned in note
7 and note 27, there were no other forms of government assistance
from which the Group has directly benefited.
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28. Share Capital 28. A
2015 2015
Number
of shares
—Z-1f
RiA#EA “T-hF
Note ‘000 RMB'000
Firsx T ARETT
Registered, issued and fully paid: i BRETRBRRK -
Domestic shares of RMB0.10 each BREBAREI0T
HNER () 1,252,000 125,200
H shares of RMB0.10 each BREBAREI0T
HIH & (ii) 426,000 42,600
1,678,000 167,800
Registered, issued and fully paid: ETE  BETRERR |
At 1 January and at 31 December W—A—Akt+=A=1+-A 1,678,000 167,800
The owners of domestic shares and H shares are entitled to receive WER & HBRREE AGRKET RS IR
dividends as declared from time to time and are entitled to one vote [RE - WEERARAZHE EUERIE—
per share at meetings of the Company. All domestic shares and H R oMERNEREHBRERAFIHRTEES
shares rank equally with regard to the Company'’s residual assets. BRERER -
Notes: MaE -
(i)  The domestic shares are not currently listed on any stock exchange. () PNERBREEARNEMEEZSMET y

(i) The H shares have been issued and listed on the Growth Enterprises Market iy HREEBZZEZRFNLARHE
of The Stock Exchange of Hong Kong Limited since 5 September 2005. BEA X HER A AIER
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29.
(a)

(b)

(9]

(d)

Reserves

Share premium

Share premium arose from the issue of shares at prices in excess of
their par value less share issue expenses.

Capital reserve

Capital reserve comprises (i) the difference between the total amount
of fair value of shares issued to the immediate holding company
and a fellow subsidiary of the company and the amount of the net
assets value acquired during the acquisition of Neptunus Fuyao, (ii)
the difference between the total amount of consideration paid to the
immediate parent company and a fellow subsidiary of the Company
and the amount of the net assets value acquired during the acquisition
of Neptunus Changjian, and (iii) the difference between the total
amount of consideration paid from immediate parent company and
a subsidiary of the company and the amount of the net assets value
disposed during disposal of Neptunus Nano.

Statutory reserve fund

The Company is required to allocate at least 10% of its net profit
according to its PRC audited financial statements to the statutory
reserve fund until the balance of such reserve has reached 50% of the
Company'’s issued share capital. Any further appropriation is optional.
The statutory reserve fund shall only be used for making up losses or
for capitalisation into share capital, provided that the remaining balance
is not less than 20% of the issued share capital after such capitalisation.

Distributability of reserves

At 31 December 2016, the Company had no distributable reserves,
while its accumulated losses, calculated in accordance with the
Company's Articles of Association and relevant rules and regulations,
amounted to approximately RMB118,876,000 (2015: approximately
RMB136,996,000).

29. 1B

(a)

(b)

(c)

(d)

IR 435 18
REBTZRONEENRMEEBLE®R
ERRERNETER -

B G
BERFHEREONRARREBE AR R —HF
EMBARBETHNRMNMO AT EELRER
BEIRERCWBEEFECMNER
(i TFARRBEBR AR R —RHERFM
BRRANKELRENEETREMNKE
BEFENSHEIENERE  M(i)AAF
HEESRARNMEARR —HNBARCHNR
BRERNEEIMRRCHEEEFE
Z R -

EEAEE
ARRAZEDHEREPELESZMBER
ROBA10% NEEEERTEER  BEEZ
RREREDNRRAR D EITRANS50% B
b o RAR]AE R IFH E R BRIMNER < 0%
ERARERAAARBHEER  KEXES
A HEHREATONETERERNR
BB EITIRA20% -

B2 2R
R-Z—RE+-A=+—8 AQAL
Mmoo RS - MIRA R E B EIR 4
AIRBERERRAGE  ERAEER
HANRE118,876,000 L (ZE—FHF : 4
AR # 136,996,000 7C) °
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29. Reserves (continued)
(e) Capital Management

The Group's objectives when managing capital are to safeguard the
Group's ability to continue as a going concern, so that it can continue
to provide returns for shareholders and benefits for other stakeholders,
by pricing products and services commensurately with the level of risk
and by securing access to finance at a reasonable cost.

The Group actively and regularly reviews and manages its capital
structure to maintain a balance between the higher shareholder
returns that might be possible with higher levels of borrowings and
the advantages and security afforded by a sound capital position,
and makes adjustments to the capital structure in light of changes in
economic conditions.

The Group monitors its capital structure on the basis of an adjusted
net debt-to-capital ratio. For this purpose, adjusted net debt is defined
as total debt (which includes interest-bearing bank borrowings,
entrusted loans from the immediate parent company and financial
assistance from immediate parent company) plus unaccrued proposed
dividends, less cash and cash equivalents. Adjusted capital comprises all
components of equity less unaccrued proposed dividends plus adjusted
net debt.
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29. Reserves (continued)

(e) Capital Management (continued)
During 2016, the Group's strategy, which was unchanged from 2015,
was to maintain a gearing ratio within 30% to 70%. In order to
maintain the ratio, the Group may adjust the amount of dividends paid
to shareholders, issue new shares, return capital to shareholders, raise
new debt financing or sell assets to reduce debt. The gearing ratio at
31 December 2016 and 2015 was as follows:

d Financial Statements

29. & (1)

(e) EXEE (M)
RIT—AF AEBEFERNEREE_T
—REER  BREEARE B RN 30%
Z70% Mo AR FEARGBLE K
EETLEARENTRENRESE
BITHIRG - MRERBEEA - ELFH
EERARLEEAENRLAE R
—NER-E—RE+-A=+—AWE

Total borrowings BEHBE

Interest-bearing bank borrowings MERITEE

Entrusted loans from the HESRRERENR
immediate parent company

Financial assistance from the HESRARMEER

immediate parent company

Less: cash and cash equivalents A ReREEEEY
Adjusted net surplus KRR BHRTE

Total equity R

Gearing ratio BREELE

AEELREAT

2015

—T—hF

Note RMB’000
iEEs ARETIT
24 100,000
26 9,000
34(d) 74,500
183,500
22 (282,494)
(98,994)

631,922

N/A

TiEm
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29.

(e)

30.

Notes to the Consolidated Financial Statements

Reserves (continued)

Capital Management (continued)

As at 31 December 2016 and 2015, the gearing ratio of the Group
was nil. Except for a subsidiary of the Group which is subject to
externally imposed capital requirements under lending arrangements
in interest-bearing bank borrowing as disclosed in note 24, neither the
Company nor its subsidiaries are subject to externally imposed capital
requirements.

Assets and Liabilities of Disposal Group
Classified as Held for Sale

In December 2015, the Group’s management negotiated with a third
party (“Purchaser”) for the disposal of 100% equity interest of Jiangsu
Neptunus. The assets and liabilities attributable to the Jiangsu Neptunus
is classified as a disposal group held for sale. The sale was completed in
January 2016.

On 19 January 2016, the Company and the Purchaser entered into
the Equity Transfer Agreement pursuant to which the Company has
conditionally agreed to sell and the Purchaser to purchase the entire
equity interest in Jiangsu Neptunus. The directors of the Company
expect that the fair value less costs to sell will be higher than that
the aggregate carrying amount of the related assets and liabilities.
Therefore, no impairment loss was recognised on reclassification of the
assets and liabilities as held for sale nor as at 31 December 2015.
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For the year ended 31 December 2016

HE-_Z—"E+-_A=+—HILFE

30. Assets and Liabilities of Disposal Group 30. 7 EARBELHENHEARE

Classified as Held for Sale (continued) EREE(E)
At 31 December 2015, the disposal group comprised the following R-ZBE—RE+-_A=+—8 L&A
assets and liabilities: BIENTEENREE
2015
—T—hF
RMB’'000
AREFTT
Property, plant and equipment (note 14) M - BB K& (s 14) 53,959
Intangible assets (note 16) mEE (M 16) 27,181
Deposit for acquisition of property, BEME BEMIEZZS
plant and equipment (note 17) (FfzE17) 6,479
Value-added tax recoverable AU EEE R 7,573
Inventories FE 122
Trade and other receivables JFEE LA R SR e L A P MR RTR 2,354
Cash and bank balances R MIRTTHE R 107
Total Assets of the disposal group PEAFFEHENLEARNZEE
classified as held for sale 97,775
Trade and other payables FEATBR K R Eo b AT 308 2,822
Interest bearing bank borrowings (note 24) M ERITEE (i 24) 10,000
Deferred revenue EEW S 10,348
Amounts due to group entities ENEEER I8 18,617
Total Liabilities of disposal group PERFELHENLEARN 2B EEHE
classified as held for sale 41,787
Less: Amounts due to group entities B ENEEER A (18,617)
Liabilities of disposal group classified PEABEHENHEARNZAE
as held for sale 23,170
Net Asset of disposal group classified PERFEHENHEERR
as held for sale ZEEFE 74,605

Cumulative Income or expenses included in other comprehensive ZTWARBE R T A2 E K E
income
There are no cumulative income or expenses included in other

comprehensive income relating to the disposal group.

WEABEEANNRFRAKRAZEA
Hip 2T o
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30. Assets and Liabilities of Disposal Group 30.

Notes to the Consoli

Classified as Held for Sale (continued)
Gain on disposal of a subsidiary for the year ended 31 December 2016

was analysed as follows:

DTRBFFEHENHEARE
EREE &)
REE-T-—AE+-A=t+-BALEFE
e —RIH B AT 2R -

Net assets disposed of:

Property, plant and equipment

Intangible assets

Deposit for acquisition of
property, plant, and equipment

Inventories

Trade and other receivables

Cash and cash equivalents

Trade and other payables

Interest bearing bank borrowings

Deferred revenue

Amounts due to related companies

Less: Fair value of consideration
Gain on disposal of a subsidiary
Net cash inflow arising on disposal:
Fair value of consideration

Less: Cash and cash equivalents disposed of

Net cash inflow

EHEEEFHE
Wx - BB REE
BVAE
BEVE BEEREBZES

E3

R LA B 35K e LA B JURKR
RekReEEY

JRE A R R e LA FE A5 R IR
M RIRITREE

e BAE X A

o REZAFE

H & — M B 2 AR YR

HEELZRSMAIFHE -

REZATE

B PR EZRe KRS EEY

RERAFE
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31. Contingent Liability 31. ARG
At the end of the reporting period, the Group had no significant AR AEBUWESEANAREE -

contingent liability.

32. Financial Instruments by Categories 2. RER S EMIE
The carrying amount of each of the categories of financial instruments REFRPR  SESHRTANEEAENT :

at the end of the reporting period are as follows:

2015
—T-mE
RMB’000
ARBFT
Financial assets SRIEE
Financial assets at fair value FEiREmRATE
through profit or loss AENEREE
Held for trading HERZ A%
Available-for-sale investment A ERE 300
Loans and receivables BER R EWIA
Trade receivables and bills receivable  FEUBRFU S FEUZE {E 162,949
Financial assets included in ST AE A FE Y FRIE
other receivables HEMEE 29,042
Pledged deposits EHEFRER 3,400
Fixed deposits TEHFER 17,608
Cash and cash equivalents ReRBSERBY 282,494
495,793
Financial liabilities -l =R
Financial liabilities measured REENATENSREE
at amortised cost
] Trade and bills payable JERTRRR R B R HR 95,671
L, Financial liabilities included FFARMENRENSRAE
in other payables 115,584
i terest-bearing bank borrowings M ERITEE 100,000
~Interest-bearing financial assistance BEBEE AR EMBEER
from immediate parent company 74,500
immediate BEBEAREAER
9,000
394,755
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Notes to the Consolidated Financial Statements

33. Financial Risk Management Obijectives and

(a)

Polices

The Group’s major financial instruments include fixed deposit, cash
and cash equivalents, interest-bearing bank borrowings, trade and
other receivables and trade and other payables, entrusted loans from
the immediate parent company and financial assistance from the
immediate parent company. The Group have exposure to the credit
risk, liquidity risk, currency risk and interest rate risk arising from
financial instruments. The policies on how to mitigate these risks are set
out below. The management manages and monitors these exposures to
ensure appropriate measures are implemented on a timely and effective
manner.

Credit risk

(i)  Credit risk refers to the risk that a counterparty will default
on its contractual obligations resulting in financial loss to the
Group. The Group has adopted a policy of only dealing with
creditworthy counterparties and obtaining sufficient collateral,
where appropriate, as a means of mitigating the risk of financial
loss from defaults.

(i) In respect of trade and other receivables, in order to minimise risk,
the management has a credit policy in place and the exposures
to these credit risks are monitored on an ongoing basis. Credit
evaluations of its customers’ financial position and condition
are performed on each and every major customer periodically.
These evaluations focus on the customer’s past history of making
payments when due and current ability to pay, and take into
account information specific to the customer as well as pertaining
to the economic environment in which the customer operates.
The Group does not require collateral in respect of its financial
assets. Debts are usually due within 90 days from the date of
billing.
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iR e M RR M
For the year ended 31 December 2016
BE-—T A F+-A=+—HILFE

33. Financial Risk Management Objectives and

(a)

(b)

Polices (Continued)

Credit risk (Continued)

(iii) In respect of trade receivables, the Group’'s exposure to credit
risk is influenced mainly by the individual characteristics of
each customer. The default risk of the industry and location in
which customers operate also has an influence on credit risk. At
the end of the reporting period, the Group had no significant
concentrations of credit risk for which individual trade or other
receivable’s balance exceeds 10% of the total trade and other
receivables.

Further quantitative analysis in respect of the Group’s exposure to
credit risk arising from trade and other receivables are set out in
note 20.

(iv) Deposits with financial institutions
The Group limits its exposure to credit risk by placing deposits
with financial institutions that meet the established credit rating
or other criteria. Given the counterparties’ high credit ratings,
management does not expect any counterparty to fail to meet its
obligations.

Liquidity risk

Individual operating entities within the Group are responsible for their
own cash management, including the short-term investment of cash
surpluses and the raising of loans to cover expected cash demands,
subject to parent company’s board approval. The Group’s policy is to
regularly monitor current and expected liquidity requirements and its
compliance with lending covenants to ensure that it maintains sufficient
amount of cash and adequate committed lines of funding from major
financial institutions to meet its liquidity requirements in the short and
longer term. The Group relies on bank borrowings as a significant
source of liquid fund. As at 31 December 2016, the banking facility was
fully utilised, details of which are disclosed in note 24.

|

33.

(a)

(b)

R EE R BRREEK (&)

FERRE ()

(i) BEWRRME - AEBEAZNRR
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(iv) REREE 27K
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Notes to the Consolida

33. Financial Risk Management Objectives and 33. IR EIE B R BUR (&)
Polices (Continued)
(b) Liquidity risk (Continued) (b) FTEBESER (F)
The following liquidity and interest risk tables set out the weighted TIREBDES T ERE KT 2 RALE
average effective interest rate and the remaining contractual maturities REAEES A BN METHERFE
at the end of the reporting period of the Group’s financial liabilities KB TEHEEHAE  EEeME B IRE
based on contractual undiscounted cash flows (including interest BHRTRBLRE (BEFMBAEOF Rt
payments computed using contractual rates or, if floating, based on BRRERIE  MAFERE - Alik=2
current rates at the end of the reporting period) and the earliest date IR E R R) A RAEE RARA R AR
the Group can be required to pay: FHxFEEE
2015
“%-1f
Weighted Morethan ~ More than Totd
arange Within - Tyearbut ~ 2yearshut contractugl

effectie  fyearor  lessthan  lessthan  Moethan undscount  Carying

neestrate ondemand  2yeas  Syeas  Syeas  cstfow  amount
1T 24
BRflE A-GRE BEE BERE IRiEEES

% REERE BJUAE BONEE  M@REF  MESE  BEE

RMBOOO  RMBOOO  RMBOOO  RMBOOO  RMBODD  RMBOXD

NEBTL ARETR ARBTR ARETR ARETR ARETR

Interest-bearing bank borrowings
Variable raes
- Neptunus Fuyao

Entrusted oans from
mmediate parent
company *

Interest-bearing financial
assitance from
mmediate parent
company

Amount due to the immediate
parent company

Amount due to felow
subsidaries

Trade and other payables

Wesnke
&S
-BIEE

EESLA
Fag

485% 102,724 = = - 10724 100000

9000 - - S0 9
REERRATN
Hedian

5% 786N 5 5 - BED 0
ENEBENTZE
. 1067 = = T
ERRZNBAE
i) = = Y 7

165,568 = = = 165,56r 165,568
401,591 = = - A0S 394755
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Notes to the Consolidated Financial Statements
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For the year ended 31 December 2016
BE-—T A F+-A=+—HILFE

33. Financial Risk Management Objectives and

(0

(d)

(e)

Polices (Continued)

Interest rate risk

The Group’s exposure to market risk for changes in interest rates relates
primarily to the Group'’s interest-bearing bank borrowings which are at
variable interest rate.

At 31 December 2016, it is estimated that a general increase/decrease
of 100 basis points in interest rates, with all other variables held
constant, would have decreased/increased the Group’s profit after
tax and accumulated losses by approximately RMB400,000 (2015:
RMB1,635,000).

Currency risk

Presently, there is no hedging policy with respect to the foreign
exchange exposure. The Group's functional currency is Renminbi as
substantially all the turnover and expenditure are in Renminbi. The
Group's transactional foreign exchange exposure was insignificant.

No sensitivity analysis of currency risk was prepared as the impact was
insignificant.

Fair values

The fair values of fixed deposit, cash and cash equivalents, trade and
other receivables, trade and other payables are not materially different
from their carrying amounts because of the immediate or short-
term maturity of these financial instruments. The carrying amounts
of interest-bearing bank borrowings, entrusted loans and financial
assistance from the immediate parent company approximate their fair
values. The fair value is estimated as the present value of future cash
flows, discounted at current market interest rates for similar financial
instruments.

&

33.

(c)

(d)

(e)

R EE R BRREEK (&)

=@
AEEEHEBENEEHOTHER - X
EHRAEETEFFENMEBRTEERES
7 e

MN-EBE—RE+-A=+—8 HMHRE
AN, R A 100 52 - MATA Efib B &
WRETE  AEENBRBEENLRTE
B, 1B AR 400,000 T (= F
—HF : AR¥1,635,0007T) °

BERER

BAT XEAMIMNERRMOEIPEE -
RIFEEEBREFAIKIENHAARES
B BEAEENDREERERARE - K%
5] 1) 32 5 SN el B B o

RRFETA R BRFRHUEE R X
BT °

DNFE

EHES BReLReEEY  BURER
R Bt B URRIE - FE AN R K B B JE A 3R
ENAFERAERAERE  RESZSF
TR T AR HNERAANNE - M BRTT
B BEBESRAREZRXERNIMBENE
FHEEEQAFERE - 2 FELRER
ERNREMMEUERTARADSEX
BAIRETE -
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For the year ended 31 December 2016
HE-_ZT—XRE+-_A=+—HLEE

34. Material Related Party Transactions 3. ERBEERRS

In addition to the transactions detailed elsewhere in these financial
statements, the Group had the following transactions with related
parties during the year.

(@) During the year ended 31 December 2016, the Group entered
into certain continuing connected transactions.

(b) The Group had the following significant transactions with related
parties during the year:

Related party transactions with the immediate parent

BRABEmMREMM A FARLZRZIN 0 A
EIEA$¢VW DERRIE A EIT NIIEKR
R o

(@) mﬁﬁfﬁ—ﬁ¢+*ﬂ:+—a¢
T AR TETHERE

(b) AEBRAFEANZGHERBETETT
INERRS

HEBSARETHHRELRRS

company
Name related parties Relationship Nature or transactions 2016 2015
HERER B RHME —E-RE “E-1fF
Note RMB’000 RMB'000
BitsE AR%TR ARETT
Shenzhen Neptunus Bio-engineering  Immediate parent Interest for the interest-bearing (i) 264 4,245
Company Limited company financial assistance
(“Neptunus Bio-Engineering") El5SNG M S BT A B ERTFI 8
FYTmETANIRRNERAR Rental of office (i) = 130
(IBTEm)) HARLE
Disposal of a subsidiary (iif) - 1,000
HE—ARBAR
Notes: MeE

(i) The interest arose from the interest-bearing financial assistance from
the immediate parent company which was charged at 20% above
1-year benchmark leading rate issued by the People’s Bank of China.
Details are disclosed in note 23(ii).

(i) Neptunus Bio-engineering leased office premises to Neptunus
Changjian, the rental of office premises was charged at pre-agreed
rates with reference to market rates.

(i)  The Group disposed 100% equity interest of Neptunus Nano to
Neptunus Bio-engineering at a consideration of RMB1,000,000 on
31 December 2015.

R IRSEEMEWROBERAT 2016555 143

() HBHBENSREEBEQBMNKSHB
BB HBRBARBITRITH—F
BRECEE AR = H20% WE © 715
TAMEEE 23(ii) IR 5T -

(i) BEEVHEHERLEMWETEBER
& MAEYENESTI2ERSE
4% R S 1h TE HO LE FRURER

(iiiy XEBR-_ZE—RFE+=_A=+—
AHESTMAKI100% BEFETE
) REAAR 1,000,0007T °
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For the year ended 31 December 2016

HE_T—E+_A=+—HItEE

34. Material Related Party Transactions 3. ERBEERRXS (&)
(Continued)
(b) The Group had the following significant transactions with related (b) AKRERAFEANGEBETHETT
parties during the year: (Continued) FNERRZS : (#&)

Related party transactions with the intermediate parent HABEBATRETHBRESRS

company

Name related parties Relationship Nature or transactions 2016 2015

HELEH Bi% REME “E-RE “E-AF

Note RMB’000 RMB'000
i ARETR ARETT
Shenzhen Neptunus Group Intermediate Rental of office (iv) 1,024 1,809
Company Limited parent company ~ HAMAE
(“Neptunus Group”) FREEAT
AT TERRHERAF
(MBT&£E))

(iv)  Neptunus Group leased office premises to Neptunus Changjian, (v BETEERESEIREHENHAE
the rental of office premises was charged at pre-agreed rates with ¥ MAEYMERS HBETISER
reference to market rates. RIESERIEE AW -

Related party transactions with fellow subsidiaries HERNBARETHERELSRS

Name related parties Relationship Nature or transactions 2016 2015

BER A8 % XHMHE —E-RE “Z-RfF

Note RMB’000 RMB000
Pzt ARETR ARETT
Hangzhou Neptunus Fellow subsidiary Purchase of finished goods (v) 6,517 3,779
Bio-engineering EES PN BEAKM
Company Limited

MMEEENTRERAR

Shandong Neptunus Yihe Fellow subsidiary Sales of goods (v) 2,575 2,091
Pharmaceutical Company EEL0EING HEENM
Limited

WRBERABERRAR

Shenzhen Neptunus Fellow subsidiary Purchase of finished goods (v) 6,667 5,950
Jiankang Technology EELNG BERNm
Development Company Limited Sales of goods (v) 2 -
A EERER R ERERAR HEEN
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34. Material Related Party Transactions

(Continued)

(b)

Notes to the Consoli

The Group had the following significant transactions with related
parties during the year: (Continued)

Related party transactions with fellow subsidiaries

(Continued)

3. EXBAESL RS (&)

(b)

AEERNAFEANGREETETT
FIBRR S (&)

RHEEAMBRAAETHNRELIRS
()

Name related parties Relationship Nature or transactions 2015
BEREE B RHHE “T-hfF
Note RMB'000
Pt ARETTT
Shenzhen Neptunus Yinhe Fellow subsidiary Sales of goods (v)
Pharmaceutical Investment EENE N HEEY
Company Limited
RYEERVBEREBRRF
Anhui Neptunus Yinhe Fellow subsidiary Sales of goods (v) 180
Pharmaceutical Company RRMBAF HEEY
Limited
ZRETRAIREERAR
Jiamusi Neptunus Fellow subsidiary Sales of goods (v) 2,389
Pharmaceutical Company RRRBAF HEEM
Limited
ERIEIRERRAR
Hubei Neptunus Pharmaceutical Fellow subsidiary Sales of goods (v) 46
Company Limited BEL NS HEEY
ML T RERRLF
Henan Dongsen Pharmaceutical Fellow subsidiary Sales of goods (v) 334
Company Limited BEL =N HEEY i
TRARREEBRAF
Hubei Neptunus Deming Fellow subsidiary Sales of goods (v)
Pharmaceutical EEA) VNS HEEM
Company Limited
MBI EABERRAA
Hubei Neptunus Pengtai Fellow subsidiary Sales of goods

Pharmaceutical
Company Limited
MBI MRBERRAA

BN

HERY




Financial Statements

34. Material Related Party Transactions 3. EXEERRXS (&)
(Continued)
(b) The Group had the following significant transactions with related (b) AEBERAFERNGEPETETT
parties during the year: (Continued) NEARS : (&)
Related party transactions with fellow subsidiaries HEZMBARETNEELSRS
(Continued) (&)
Name related parties Relationship Nature or transactions 2015
BERER BE XHME 1%
Note RMB'000
iz ARETT
Binzhou Neptunus Huanghe Fellow Subsidiary Sales of goods (v) -
Pharmaceutical BEL =N HEEM
Company Limited
BINEETEIRERRAA
Guangxi Neptunus Yinhe Fellow Subsidiary Sales of goods (v) -
Pharmaceutical BEL =N HEEM
Company Limited
BRSTRIBREERAA
Heilongjiang Province Neptunus Fellow Subsidiary Sales of goods (v) =
Pharmaceutical RZHB AR HEEM
Company Limited
RRIEBTEEERAR
Hubei Neptunus Enshi Fellow Subsidiary Sales of goods (v) -
Pharmaceutical FEA)EYNG HEEY
Company Limited
MBI RRBHEERAR
y Jining Neptunus Huasen Fellow Subsidiary Sales of goods (v) -
¥ Pharmaceutical EELIEVNG HEERY
Company Limited
BEETERBEARAA

Nanning Neptunus Jiangkang Fellow Subsidiary Sales of goods (v)

EES- P! HEEM
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Notes to the Consoli

34. Material Related Party Transactions
(Continued)

(b)

The Group had the following significant transactions with related
parties during the year: (Continued)

Related party transactions with fellow subsidiaries
(Continued)

3. EXBAESL RS (&)

(b)

AEBERNAFENGREETETT
FIBRR S : (&)

RHEEAMBRAAETHNRELIRS
()

Name related parties Relationship Nature or transactions 2015
BEREE B RHHE —Z-nfF
Note RMB'000
Pt ARETTT
Puyang Neptunus Fellow Subsidiary Sales of goods (v) -
Pharmaceutical RAMEAR HEEY
Company Limited
e EERRAR
Shanxi Neptunus Yinhe Fellow Subsidiary Sales of goods (v) -
Medical Technology BE)=VNG HEEY
Company Limited
A S TR EERBARAR)
Shenzhen Neptunus Medical Fellow Subsidiary Sales of goods (v) -
Technology Research BEL-NS HEEM
Institute Company Limited
A EBER AR R ERAA
Notes: BT

(v)  The purchases, sales and processing income received were
transacted in the normal course of business on the same terms as
those charged to and contracted with other third party suppliers and
customers respectively.

() BRIEWEE - HEMEERATIR
—REBBIZT  REEMFE =T
FER R B P AT R] LA MR R 7T 4948 R
M RRAETT f




d Financial Statements

34. Material Related Party Transactions 3. ERBEERRXS (&)
(Continued)
(b) The Group had the following significant transactions with related (b) AEBERAFERNGEPETETT
parties during the year: (Continued) NEARS : (&)
Related party transactions with related companies HEEQARETHRELSRS
Name related parties Relationship Nature or transactions 2015
BELER B XHME —T-TfF
Note RMB'000
B3t ARBTT
Shenzhen Neptunus Pharmaceutical  Fellow subsidiary Purchase of raw materials (v) 8,156
Company Limited EE =G BERIE
("Neptunus Pharmaceutical”) Purchase of finished goods (v) 53,795
RIS EEERLT BERNR
(IexEE)) Sales of goods W) 14
HERY
Shenzhen Hongyang Property Related company Property Management fee (v) -
Management Limited HEAT MEERE
AT RGN EERBRAT
Shenzhen Nepstar Pharmaceutical ~ Related company Sales of goods v) 13,641
Company Limited HE AT HEEY
("Nepstar Pharmaceutical”) Marketing fee (vi) 88
RMITMETERBEERAF B
(TBEREE])
Fuzhou Nepstar Health Pharmacy ~ Related company Sales of goods (v) 1
Chain Company Limited HE AT HEE
BNETERRBE
EREHERDA
. Hangzhou Nepstar Health Related company Sales of goods (v) 161
i Pharmacy Company Limited HEAR HEEM
L DMNEIERREERARAA
| 48
Ningbo Nepstar Health Related company Sales of goods (v) 12
NG| HERY
Related company Property Management fee (v) -

BERw NEERE

ED ANNUAL REPORT 2016




Notes to the Consoli

34. Material Related Party Transactions 3. EXEERRS (&)
(Continued)
(b) The Group had the following significant transactions with related (b) AEBRAFENGHEBMETHETT
parties during the year: (Continued) NEARS : (&)
Related party transactions with related companies HEEQARETHRELSRS (F)
(Continued)
Name related parties Relationship Nature or transactions 2015
BEFER B% XHMHE —Z-h%F
Note RMB’000
[ ARETR
Henan Neptunus Pharmaceutical ~ Fellow subsidiary Sales of goods (v) 1"
Group Limited (previous known B ZHI B 7] HEEY
as “Henan Neptunus Yinhe
Pharmaceutical
Company Limited”)
TR TREEERRRR
(AET A TR
BRAA)
Jilin Neptunus Jiangkang Fellow Subsidiary Sales of goods (v) -
Bio-technology EER)EYNG HEEY
Company Limited
ENETREEYRRERAT
Notes: PRHEE
(vi)  The marketing fees were based on pre-agreed rates with reference (vi) SEERADNKREXEAEENE R
to the volume of purchase of goods from the Group. HEEE  RENBENBRGTHE -




inancial Statements

34. Material Related Party Transactions 3. EXBEERRXS (&)
(Continued)
()  Financing arrangements () MELHE
Amounts due to Related interest
related parties expenses
EREESSH HEFESRX

2015
—E-hfF

RMB’000
ARET T

2015
—E-hEF

RMB'000
ARBTF T

Entrusted loans from the HBSLRRZAER
immediate parent company

Interest-bearing financial assistance ERSRAMESMEED

from the immediate parent company 4,245
Details of the terms and conditions of the entrusted loans and interest- HBESRAAEZEER LM BB E B §
bearing financial assistance from the immediate parent company are R 2 EEIE M 3% 26 K2 23(i) IR E -

disclosed in note 26 and 23(ii).
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Notes to the Consoli

34. Material Related Party Transactions 3. EXEERRS (E)
(Continued)
(d) Outstanding balances with related parties (d) WRBEHBEER G
Amounts due from Amounts due to
related parties related parties
as at 31 December as at 31 December
R+=—A=+—H Wt+=A=+-H
EERE S RIE EREELFRE

2015 2015
—ZT-nF ZT-hEF
RMB'000 RMB'000
AREFT AREFT
Entrusted loans from the HESLRERTEN
immediate parent company 9,000
Amount due from/to the et ENEBEARIRE
immediate parent company 1,067
Financial assistance from the EESRAIBEER
immediate parent company 74,500
Amount due from intermediate JEY &R RIFRIE
parent company k.
Amount due from/to fellow subsidiaries: &Y,/ FE(I R ZHIB A RIFE :
Shenzhen Neptunus Jiankang YT ERRH
Technology Development ERABRAR
Company Limited 2,086
Shandong Neptunus Yihe R TR EEER A
Pharmaceutical Company Limited -
Henan Dongsen Pharmaceutical AERREEGRAR U
Company Limited -
Hangzhou Neptunus Bio-engineering ~ Hi//§EEMTRAR AR
Company Limited
Anhui Neptunus Yinhe ZRIETIRTEEER AR
Pharmaceutical Company Limited
Hubei Neptunus Pharmaceutical WILBTBEBR AT
Company Limited
Jiamusi Neptunus Pharmaceutical ERETEREERAF
Company Limited

4 &
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34. Material Related Party Transactions 3. EXEERRXS (&)
(Continued)
(d) Outstanding balances with related parties (Continued) (d) MKRBENBEESGEHE)
Amounts due from Amounts due to
related parties related parties
as at 31 December as at 31 December
R+=—A=+—H Wt+=A=+—-H
PEWBRE 7 RIE EREELRE

2015 2015

“T-RF “ZT—h%E
RMB’000 RMB'000
AREFTT AREFIT

Amount due from/to fellow subsidiaries: JEU /TR KB A BIFIE

(Continued) (#)
Hubei Neptunus Deming Wi TR EER AR

Pharmaceutical Company Limited -
Hubei Neptunus Pengtai BT RRBREEBRAA

Pharmaceutical Company Limited -
Hubei Neptunus Pharmaceutical e T BERRAR

Company Limited -
Shanxi Neptunus Yinhe Pharmaceutical &I/ TR B EHGE

investment Company Limited BRAA -
Heilongjiang Province Neptunus RETEBTBERRAT

Pharmaceutical Company Limited =
Hubei Neptunus Enshi WILET REEERRAT

Pharmaceutical Company Limited -
Guangxi Neptunus Yinhe EfETHRIEEGRAF

Pharmaceutical Company Limited -
Nanning Neptunus Jiangkang AESTREEMRER

Bio-technology Company Limited BRARAF -

1 Shenzhen Neptunus Medical ARG T BERIAR R
. Technology Research BRAF
Institute Limited -
| wzhuang Yinhai RHRBREERAF
e harmaceutical Company Limited -

AmELIRFEERERAF
BMETEANBEARAF

pany Limited -
]
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Notes to the Consolida

34. Material Related Party Transactions
(Continued)

(d) Outstanding balances with related parties (Continued)

Amounts due from/to related FEUL/FERTRBE A RIFRE |

companies:

Neptunus Pharmaceutical BT s

Nepstar Pharmaceutical ERBE

Hangzhou Nepstar Health Pharmacy ~ #/ ST ERERERE
Company Limited BRAA

Jilin Neptunus Jiangkang EWETREEMRHL
Bio-technology Company Limited BRAAE

Shenzhen Hongyang Property MR YEER
Management Limited BRAF

Hunan Neptunis Pharmaceutical AT ERER
Group Company Limited BRAF

Details of the terms and conditions of the entrusted loans and
financial assistance from the immediate parent company are
disclosed in note 26 and 23(ii). The balances with these related
companies are unsecured, interest-free and repayable on demand.

3. EXBAES RS (&)

(d) mARBENRED & (B)

Amounts due from Amounts due to
related parties related parties
as at 31 December as at 31 December
R+=A=+—H Wt+=A=+—-H
EWERE S RIE FEREELRE

2015 2015
—T—hF —T-RF
RMB'000 RMB'000
AREEFIT AREFT

41,933

129,187

EBSARZEBEREMBENDN
Rk Rtk 2 FIE BRI E20 R

23(ii) - REE R RIMASRAEER -

‘ ]
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ire IRk MR

For the year ended 31 December 2016
HE-_Z—"E+-_A=+—HILFE

34. Material Related Party Transactions
(Continued)

(e)

()

Key management personnel remuneration

Remuneration for key management personnel of the Group
including amounts paid to the Company’s directors as disclosed in
note 10 and certain of the highest paid employees as disclosed in
note 11, are as follows:

3. ERBELRS (&)

(e)

TEEEEAENE
AEEFTBEREBAEMSBELM
FARRAREEZNSE(RHFE 109
BRI TFETESFMNEENSE
(RAMIFE 1 R TEFE) T -

2016 2015

—Z—RF —T—hEF

RMB’000 RMB’000

ARBTF T ARETTT

Short-term employee benefits 2 HE BAE T 2,928 2,918
Post-employment benefits RIREF 102 90
3,030 3,008

Total remuneration is included in “staff costs” (see note 8(b)).

The related party transactions in respect of (b) and (c) above
constitute connected transactions or continuing connected
transactions as defined in Chapter 20 of the GEM Listing Rules.
The disclosures required under Chapter 20 of the GEM Listing
Rules are provided in the Report of the Directors.

EMeaERIBEIRA] (R
8(b)) A -

B LAt (b) K (o) MBETT XX 51K
BERFRAIERETRANE20BMA
EMREBERS - BIERETHRA
FERENHRBEHANEETSRS -

154 SHENZHEN NEPTUNUS INTERLONG BIO-TECHNIQUE COMPANY LIMITED ANNUAL REPORT 2016

&



35. Commitments

(a)

(b)

Notes to the Consolida

Capital commitments outstanding at 31 December 2016
authorised and not provided for in the financial statements were

as follows:

35. &IE

(@ MTITR=F-—R"E+-A=+—8BK
BIRMERAREL RN B RRED
B

2015
—E—hE
RMB’'000
AREFT

Property, plant and equipment
Contracted for, but not provided for:

Property, plant and equipment

Intangible assets
Contracted for, but not provided for:
Technical know-how, net of deposits

Acquisition of intangible asset

M BERRE
ERTAMERERE -
E RN S ]

BYEE
BETAMBRIE -
FHR (AkRERE)
WEETLEE

At 31 December 2016, the total future minimum lease payments
under non-cancellable operating leases are payable as follows:

27,696

2,992
7,000

9,992

37,688

by RZE—RF+A=+—8" RBE
ST I AR R A B R SR B R AR & 5K
BRI

2015
—®FAF
RMB’000

Within 1 year
After 1 year but within 5 years

R—%FR

—FRERDFA

The Group as lessee leases office premises under operating leases
arrangements. Leases for the office premises are negotiated for
one to two years term. None of the leases includes contingent
rental.

AREFT

97
,526
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36. Statement of Financial Position of the 36. <1 B) B AR R 5%
Company
Information about the statement of financial position of the Company ARAARRRRZBHIROHAHRRENE
at the end of the reporting period includes: FHas
2015
—E—hF
RMB’000
ARETFIT
Non-current assets kRBEE
Property, plant and equipment M -~ BB MR 9,147
Investments in subsidiaries (Note b) WEBARMEE (MFEb) 514,320
Available-for-sale investments AMEHERE 300
Deferred tax assets BEEHEEE 969
Value-added tax recoverable AT Bl {ERS 783
525,519
Current assets REBEE
Trade and other receivables JFEE L B R e L A PR UK TR 118,344
Cash and cash equivalents ReRBSEFEY 830
119,174
Current liabilities RBaE
Trade and other payables JEA5F BR A R HL A FE A5 SRR 42,910
Entrusted loans from the HEEBESARMNETER
.‘- immediate parent company 9,000
1 Deferred revenue EE W 30
RNEATR 18 2,342
(54,282)

ANNUAL REPORT 2016 I \ %




Notes to the Consoli

36. Statement of Financial Position of the 36. R R BBEARR R (F)
Company (Continued)
Information about the statement of financial position of the Company BREARATIR M RN BIR R E
at the end of the reporting period includes: (Continued) KaE : (48)
2015
—TET-hEF
RMB’000
ARETT
Net current assets REBEEFE 64,892
Total assets less current liabilities BEERARBESE 590,411
Non-current liabilities FERBEE
Deferred revenue REN 1,433
(1,433)
Net assets FEE 588,978
Equity =
Equity attributable to owners AAREE AEEER
of the Company
Share capital &N 167,800
Reserves (Note a) % (MsEa) 421,178
Total equity BrER 588,978




ncial Statements

36. Statement of Financial Position of the 36. RA T BKARRT (F)
Company (Continued)
Note a: MizEa -
Movements in equity of the Company for the year were: RARRANFEEOEREEMT -
Statutory
Share reserve Accumulated
premium fund losses Total
BRADRE EEAES RitER Foy
RMB’000 RMB'000 RMB'000 RMB'000

ARETT ARETT ARETT ARETT

At 1 January 2015 R-E—RF—A—A 554,844 3,330 (111,984) 446,190
Loss for the year and total FRABEBREN

comprehensive income for the year 2EN L - - (25,012) (25,012)
At 31 December 2015 and RZZ—AF+=ZA=1+—H

1 January 2016 k=—ZT—X F—Hf—H 554,844 3,330 (136,996) 421,178
Loss for the year and total FRBERENZERGEE

comprehensive income for the year

At 31 December 2016 RZB-X"E+=ZA=+—H
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Company (Continued)

Note b:

Notes to the Consolidated Financial Statements

36. Statement of Financial Position of the

The following is a list of principal subsidiaries at 31 December 2016.

= =+ S

iR R M EE

For the year ended 31 December 2016
HE_Z—RETH=1+—HIFE

36. AR A AR R ()

Miztb :

ATREAR-B—AF+-A=+—AWEE
HBARAE -

Proportion of ownership interest

FRRRRLA
Place of Particulars of Group's
incorporation Class of authorised/issued effective Held by Held by
Name of subsidiary and operation shares held and paid up capital interest  the Company subsidiaries Principal activity
EMRIR EE/ BRI REEH NG| HWEAR

REER EEBY BERGER RARRAFE ERER ] BE  IEXE

Ascendent Bio-Technology Hong Kong Ordinary HK$1 100% 100% - Dormant
Company Limited A L 1T gmez

SR EMRHRERAR

Fuzhou Neptunus Fuyao PRC Registered RMB30,000,000 80% 80% - Production and sales
Pharmaceutical Company F FH AR30,000,0007 of medicine
Limited (“Neptunus Fuyao")* EEREEEY

RMETRERERRAT
(NeTEE)

Fuzhou Neptunus Jinxiang Chinese PRC Registered RMB10,000,000 76% - 95% Production and sales
Pharmaceutical Co., Ltd F i ARH10,000,0007 of medicine
("Neptunus Jinxiang")* EEREEEY

BNEIERPEREERAT
(METe5))*

Fuzhou Fuyao Medical Co., Ltd PRC Registered RMB30,000,000 79.6% - 100% Production and sales
("Fuzhou Fuyao”)* el i AE30,000,0007 of medicine

BNBERERRAR EERHESN
(Mg )+

Neptunus Fuyao Pharmaceutical PRC Registered RMB50,000,000 79.8% - 100% Production of chemical
(Lianjiang) Co., Ltd (“Neptunus H Bl ARF50,000,0007C medicine
Fuyao Lianjiang")* (Note i EE(LBEY)

BTRELE(BT)ARAR
(N8TREET ) * (M)

R BEREEREMREMROBMRAT 201654 159



Notes to the Consolidated Financial Statements
A BTSSR MR

For the year ended 31 December 2016

HE-T—AF+-A=+—BItFE

36. Statement of Financial Position of the 36. AR A BAMRE (&)
Company (Continued)
Note b: (Continued) MizEb : (48)
The following is a list of principal subsidiaries at 31 December 2016. (Continued) UTREER-_ZE—R"F+-_A=+—HHEZE

MEBARRE - (&)

Proportion of ownership interest

BRRRRLA
Place of Particulars of Group's
incorporation Class of authorised/issued effective Held by Held by
Name of subsidiary and operation shares held and paid up capital interest  the Company subsidiaries Principal activity
ZMEIR EE/BEf REEH | HEAR

RAER EXIE BERGER RERRAFE ERER b BE  TEEE

Neptunus Jinxiang Chinese PRC Registered RMB31,000,000 76.2% - 100% Production of chemical
Pharmaceutical (Lianjiang) HE R AR#31,000,0007T medicine
Company Limited B2
(“Neptunus Jinxiang
Lianjiang")* (Note iv)

BISRTENE(ET)ARAA
(MgTe&E 1)) (Mitiv)

Lianjing Neptunus Fuyao Foods PRC Registered RMB500,000 79.8% - 100% Dormant
Trading Co., Ltd. ik Bl ARH500,0007C Tme
("Lianjiang Neptunus
Foods”)* (Note v)

BIGETRERREHARLA
(ETETRE)* (Mitv)

Shenzhen Neptunus Changjian PRC Registered RMB10,000,000 100% 100% - Salesand distribution
Pharmaceutical Company Limited HE B} AR¥10,000,0007T of medicines and
("Neptunus Changjian”)* (Note vi) healthcare products

AIETREBEERAR HERDHER
(MEERAE)* (HzEvi) Rirttm

*  These companies are registered under the laws of the PRC as limited o RERRREBHREERERABEREER

liability companies. Al e
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Notes to the Consolidated Financial Statements

36. Statement of Financial Position of the

Company (Continued)
Note b: (Continued)

Notes:

(U]

(ii)

(iii)

(iv)

(v)

On 21 March 2011, Neptunus Fuyao Lianjiang was newly formed with a
registered capital of RMB50,000,000 of which RMB10,000,000 was paid
up during the year 2011. On 17 April 2012, the remaining registered
capital of RMB40,000,000 was paid up.

On 15 August 2011, the board of directors of the Company resolved
to increase the registered capital of Neptunus Fuyao Lianjiang from
RMB50,000,000 to RMB112,000,000 of which RMB106,400,000 and
RMB5,600,000 will be contributed by Neptunus Fuyao and Neptunus
Jinxiang, respectively. Up to the date of financial statements, the
formalities for the increase of registered capital is still in progress.

On 24 June 2011, Neptunus Jinxiang Lianjing was formed with a registered
capital of RMB50,000,000 of which RMB10,000,000 was paid up during
the year ended 31 December 2011. Additional capital of RMB21,000,000
was paid up on 17 April 2012. The remaining registered capital of
RMB18,050,000 and RMB950,000 will be contributed by Neptunus
Jinxiang and Neptunus Fuyao respectively. Up to the date of financial
statements, the formalities for the increase of registered capital is still in
progress.

On 30 May 2011, Lianjiang Neptunus Foods was formed with registered
capital of RMB500,000.

On 4 January 2013, the Company acquired 100% equity interest of
Neptunus Changjian with a registered capital of RMB3,000,000. On 28
January 2013, the registered capital of Neptunus Changjian was increased
to RMB 10,000,000 of which additional capital of RMB7,000,000 was paid.

In December 2015, the Group’s management was committed to a
preliminary negotiation with a third party regarding the disposal of 100%
equity interest of Jiangsu Neptunus. The assets and liabilities attributable to
the Jiangsu Neptunus is presented as a disposal group held for sale (Note
30).
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For the year ended 31 December 2016
BHE_Z—RE+_A=T—HILFE

6. AR B IEARR R ()

BisED : (8)
i -

() R-T——F=A-+—8 BIXEss
IETA L - s E AN A AR 50,000,000
T HRR =T ——%F AR 10,000,000
TEXM -R-_ZTE——FWA++H " &%
TEEME AR AR 40,000,000 TTE Tt ©

RZE——FN\A+REB  ARAEEE
REEETREETINTMERHARK
50,000,000 7T # N &= A R # 112,000,000
7T HE i AR % 106,400,000 7T K A R %
5,600,000 TH D AIRBEREREETER
EE BEMBHREBE  EIEMER
WFENENHEF -

(i) R-T——FEXA-1THWA  BELEE
IR - & AR A AR 50,000,000

T EFREE =T ——F+ZA=1+—
Bt E AR 10,000,000 T8 X+ - 48

GNVE AR AR 21,000,000 tER T ——
FMA+ERAX - B THMEARAARE
18,050,000 7T & A R # 950,000 7T #% 5 5
HEBTERREBTRELE - HEMBHR

KA WINEMERNFENERES -

(i RZE——FRA=TH EIBERM
BXAL - AR R AR 500,0007T ©

vy RZZE—=F—FmAB  A2FKEE
TREZHRE THELABARE
3,000,000t R=ZE—=ZF—A=+N\
B BIRBHFMEAEETARE
10,000,0007T * EF BINERNRARKE
7,000,000 T E At ©

vy RZE-—HEF+A ~5EEEEHLH
EIFHET100% R BE=TETITE
B IHEBEIRLEEERBEZIBRIE
HEMH SR (HE30) °
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inancial Statements

36. RARIB AR TR (58)

36. Statement of Financial Position of the
Company (Continued)

Note b: (Continued) Wb ()

Notes: (Continued) MisE ()

TRIRBE A EAIE RS ([FEE s ])
WALEBEHBEARNER o TXARMBER
MEEERARBYHEATZ S8 -

The following table lists out the information relating to the Group’s subsidiaries
which has material non-controlling interest (“NCI”). The summarised financial
information presented below represents the amounts before any inter-company

elimination.

2015

—T—HF

RMB’000

ARBFIT

NCI percentage EIER R A DL 20%
Current assets MENE E 521,208
Non-current assets ERBEE 346,408
Current liabilities MENBE (395,830)
Non-current liabilities EnBEE (22,671)
Net assets BEFE 449,115
Carrying amount of NCI R R AV BRI (B 89,823
Revenue WA 472,746
Profit for the year ARFEE T 48,455
Total comprehensive income PHEUE AR 48,455
Profit allocated to NCI AT IEERE R A T 9,691
Dividend paid to NCI AT IR RS AR B 5,600
Cash flows from operating activities LEEEFTSIRE M 62,243
Cash flows used in investing activities REZEBFTRAR MR (451)
Cash flows used in financing activities RMEEBFARSR (25,452)
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Five Year Financial Summary

Gl

- R

2016 2015 2014 2013 2012
—REE —hE —mE Z—ZEBE-—=F ZZT——-fF
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
ARETRE AREFTT AREFT ARBTT ARETT
RESULTS ¥E&
Revenue WA 759,111 721,346 648,268 611,666 530,458
Cost of sales SHERA (371,905) (368,586) (371,534) (360,504) (334,960)
Gross profit EH 387,206 352,760 276,734 251,162 195,498
Other revenue Hiplg A 9,102 8,724 10,345 6,051 11,371
Other net income Hiplg AF58 3,674 3,730 77 1,196 625
Selling and distribution costs HERDHERAE (225,786) (199,412) (116,682) (101,640) (75,743)
Administrative expenses IHFEX (50,441) (58,630) (53,152) (59,039) (48,253)
Other operating expenses Hifs e Rz (29,200) (50,537) (45,863) (46,478) (36,305)
Profit/(loss) from operations BERR(BR) 94,555 56,635 71,459 51,252 47,193
Finance costs M%ER (3,886) (10,361) (11,078) (7,684) (6,590)
Profit/(loss) before taxation BRBADER(F58) 90,669 46,274 60,381 43,568 40,603
Income Tax Frig®t (17,852) (14,796) (15,934) 3,430 (4,525)
Profit/(loss) for the year AEERN(FE) (72,817) 31,478 44,447 46,998 36,078
Attributable to owners of AAREEAEN
the Company 62,692 21,055 33,174 35,855 24,298
Non-controlling interests SRR 10,125 10,423 11,273 11,143 11,780
72,817 31,478 44,447 46,998 36,078
Assets and liabilities BEHES
Total assets BEE 1,033,614 1,113,166 1,011,664 914,109 870,736
Total liabilities BmafmE (334,075) (481,244) (411,613) (353,505) (352,382)
699,539 631,922 600,051 560,604 518,354

RYTBERSEEVRMRAERAT 2016555 163



PROPERTY IN PRC

Location
b

Kuigi Village,
Gushan Town,
Jin’an District

Fuzhou City

Fujian Province

The PRC
hEEEEEMT
ERE SR

Intended use

Rz

Industrial

T

Site area
TEE

(sq.m)
(FFK)

166,109.5

166,109.5

D ANNUAL REPORT 2016

Gross
floor area
BEEE
(sq.m)
(FFXK)

58,434.74

58,434.74

.

Group’s
interest
FEiaES
(%)
ADk

80

80
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