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CHARACTERISTICS OF THE GEM OF THE STOCK EXCHANGE OF HONG KONG LIMITED (THE “STOCK
EXCHANGE”)

GEM has been positioned as a market designed to accommodate small and mid-sized companies to which a
higher investment risk may be attached than other companies listed on the main board of 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.

Given that the companies listed on the GEM are generally small and midsized companies, there is a risk that
securities traded on the GEM may be more susceptible to high market volatility than securities traded on the
Main Board of the Stock Exchange and no assurance is given that there will be a liquid market in the securities
traded on the 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 annual report, for which the directors of Jilin Province Huinan Changlong Bio-Pharmacy Company Limited and
its subsidiaries (the “Group” and the “Directors”, respectively) collectively and individually accept full responsibility,
includes particulars given in compliance with the Rules Governing the Listing of Securities on the GEM of the Stock
Exchange 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 annual 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 annual report misleading.
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CHAIRMAN’S STATEMENT

ERBE

As the Chairman and on behalf of the Board of Directors (the
“Board”), | am pleased to present the audited consolidated result of
Jilin Province Huinan Changlong Bio-pharmacy Company Limited
(the “Company”) and its subsidiaries (collectively referred to as the
“Group”) for the year ended 31 December 2017.

During the year under review, the total revenue of the Group for the
year ended 31 December 2017 was RMB645,303,000, representing a
decrease of 1% as compared with RMB654,119,000 for the previous
year. Profit for the year attributable to owners of the Company
increased to RMB144,402,000 from RMB142,670,000 last year.
For the year ended 31 December 2017, basic earnings per share
increased to RMB25.77 cents from RMB25.47 cents last year.

The achievements in 2017 were the results of joint effort of our
staff at all levels. As the state speeded up the reform of the health
care system and increased the anti-corruption effort in the area of
pharmaceutical distribution, we overcame the unfavorable factors
relating to increasing production cost, dropping drug prices,
restriction on prescription of medicines and rising raw material costs,
and achieved the goals of projects set out in the beginning of the year.
As such, the Board would like to share its view on the Company’s
competitive edges with shareholders since these edges would allow
the Company to achieve further success in the coming years.

Firstly, we continued to emphasize on sales and achieved
breakthrough with the rapid growth of sales of our dominant products
to push our sales to a new height. While firmly focusing on the
sales target of one single product, namely, the Hai Kun Shen Xi
capsule (BEBEZRB%), we exerted effort in increasing the sales of
mainline products, continued to strengthen academic promotion and
strived to explore uncharted markets while proactively organizing
and participating in academic conferences in relation to nephrology
at state level. Meanwhile, we continued to increase the sales of
Compound Huonaoshu capsule (#7575 4%F B %), our branded
product, and made further efforts in the production and marketing of
injecting drugs, including Edaravone injection (& H 25;F §7/&), which
propelled our sales to a new level.
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On the other hand, we emphasized on the research and development
of new drugs. The Research and Development Center worked with
a number of pharmaceutical universities, research institutes and a
number of experts in the field of drug research and development and
scholars to develop technologically advanced new drugs, with special
efficacy and a broad market prospect.

Moreover, we have strictly followed the management regulations
of the new version Good Manufacturing Practice, strengthened the
production management, enhanced quality, reduced costs, increased
efficiency, so as to guarantee the supply of goods with the goal of
achieving rapid growth of sales.

The Group acknowledges the importance of environmental, social and
corporate governance as key elements in enhancing shareholders’
value. Thus it is dedicated to improving its policies in compliance
with the respective regulatory requirements and in accordance
with internationally recommended practices. To achieve this aim,
the Group has continuously reviewed its resources, strengthened
internal training and sought professional advice from experts so as to
safeguard interests of the Group and the Company’s shareholders as
a whole.

Looking ahead, we will demonstrate our capability and persistence
in adhering to our business philosophy, that is, “focusing on
technological innovation and serving the public and endeavouring in
the pursuit of health for people around the world”, with the ultimate
goal to achieve rapid growth and create a brighter future.

On behalf of the Board, | would like to express my heartfelt thanks
to all levels of staff and the management for their efforts and
contributions in 2017 and my deep gratitude to our clients, business
partners and owners for their utmost support.

By order of the Board
Zhang Hong
Chairman

Jilin Province, PRC
29 March 2018

Jilin Province Huinan Changlong Bio-pharmacy Company Limited
ANNUAL REPORT 2017
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MANAGEMENT DISCUSSION AND ANALYSIS

EEENRR DN

BUSINESS REVIEW

For the year ended 31 December 2017,

the Group’s

revenue decreased to RMB645,303,000 from approximately
RMB654,119,000 while the profit for the year attributable to owners of
the Company increased to RMB144,402,000 from RMB142,670,000.
For the year ended 31 December 2017, basic earnings per share
increased to RMB25.77 cents from RMB25.47 cents last year.

For the year ended 31 December 2017, the manufacturing and sales of

Hai Kun Shen Xi capsule (8RB =B %

) continued to be the Group’s

core source of revenue.

OPERATION REVIEW

Good Manufacturing Practice (GMP)

During the year ended 31 December 2017, the Company has already
obtained GMP certificates for the following:

1.

2.

10.

11.

12.

Tablets — valid until 28 January 2021

Capsules — valid until 28 January 2021
Bulk Drug (Gardema Extract) — valid until 28 January 2021
Membrane (Including Chinese Medicine Pretreatment &

Extraction) — valid until 28 January 2021

Pills (Condensate) (Including Chinese Medicine Pretreatment &
Extraction) — valid until 12 February 2020

Bulk Drug (Fucoidan) — valid until 12 February 2020

Powder for Injection (Cephalosporins) — valid until 29 December
2018

Lyophilized Powder for Injection — valid until 29 December 2018
Small Volume Parenteral Solutions — valid until 29 December
2018

Sterile Bulk Drug (Cefpiramide, Cefmenoxime Hydrachloride,
Cefepime Hydrachloride), Bulk Drug (Edaravone) — valid until 17

October 2018

Solution (External Use) — valid until 20 June 2018

Granules and Pills (Water Pills) — valid until 28 August 2022
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MANAGEMENT DISCUSSION AND ANALYSIS
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RESEARCH AND DEVELOPMENT

The Research and Development (R&D) department is essential for the
future success of a pharmaceutical company. In the past, our R&D
department had successfully developed the medicine, Compound
Huonaoshu capsule, which had generated huge profit to the Group
and finally led to the listing of the Company in Hong Kong. In the year
of 2003, our R&D department completed the development of Hai Kun
Shen Xi capsule, which has now become the first largest contributor
of revenue and its revenue reached our target level.

PRODUCTION FACILITIES

In 2017, the property, plant and equipment of the Group increased
by RMB11,012,000 and the construction in progress increased by
approximately RMB24,179,000. This project is the construction of
Phase Il Changlong Project (Freeze-drying No.2 workshop) and we
believe the production capacity of the Group will be further enhanced.

During the year, the purchase and construction of equipment
and testing works of Jilin Changlong Yuan Biological Technology
Company Limited, a wholly-owned subsidiary, have completed and
the accreditation of health food products has passed. Its product,
the Ai Ke Sai Lun Granules (X EIE{®FR) has been launched to
the market, providing a new profit driver for the enhancement of the
Group’s result.

FINANCIAL REVIEW

For the year ended 31 December 2017, the Group’s recorded
a revenue amounted to approximately RMB645,303,000 (2016:
RMB654,119,000), a decrease of approximately 1% as compared
with the figure of the previous year. The audited profit for the
year attributable to owners of the Company was approximately
RMB144,402,000, representing an increase of 1% as compared with
RMB142,670,000 of the previous year. The basic earnings per share
amounted to RMB25.77 cents (2016: RMB25.47 cents), representing
an increase of RMBO0.30 cents over the previous year.

The Board of Directors is pleased with the financial performance in
2017. It is believed that the maintenance of profitability is attributed to
the following reasons:

Firstly, we emphasized on sales and distribution and achieved
breakthrough with the rapid growth of sales of our dominant products,
thereby reaching our sales target.

Secondly, we have followed the management regulations of the new
version Good Manufacturing Practice, attached great importance to
staff training and strengthened the production management in 2017,
thereby bolstering the growth and development of the Group.

Jilin Province Huinan Changlong Bio-pharmacy Company Limited
ANNUAL REPORT 2017
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MANAGEMENT DISCUSSION AND ANALYSIS

EEENRR DN

Thirdly, we continued to strengthen academic promotion and strived
hard to develop the unexplored new markets while proactively
organizing and participating in academic conferences in relation to
nephrology at state level.

Fourthly, we further strengthened our efforts on integrating market
resources, encouraged reasonable mobility of personnel, unified the
price of products supplied and regulated sales practices. Focusing
on enhancing clinical sales, efforts were made in various areas, such
as soliciting business from the medicine departments of hospitals, in
order to identify new profit drivers.

Fifthly, we enhanced our efforts to recruit new sales staffs and are
dedicated to train sales teams in order to improve their overall quality
and strengthen their capabilities. We have nurtured the sense of
overall awareness and the sense of responsibilities among every
salesperson in charge of regional markets and provincial sales
managers. Meanwhile, we have also focused on getting our products
covered by local medical insurance and included in the supplemental
catalogue for the new rural cooperative medical system. We also put
efforts on product tender and filing of product prices. Through our
concerted effort, we accelerated the development of markets and
hence making our market coverage wider.

The gross profit margin for the year ended 31 December 2017 was
approximately 82.3%, representing a 3.0% increase as compared
with that of 79.3% for the year ended 31 December 2016.

For the year ended 31 December 2017, the Group recorded other
income and gains of approximately RMB24,008,000, contrasting to a
figure of RMB16,135,000 for the year ended 31 December 2016.

Distribution and selling costs increased to approximately
RMB335,128,000 for the year ended 31 December 2017 from
approximately RMB327,202,000 in last year. These expenses
accounted for 51.93% of revenue in 2017, which represented a
1.91% increase from 50.02% as compared with the corresponding
period of last year.

For the year ended 31 December 2017, administrative expenses
increased to approximately RMB47,165,000 from approximately
RMB40,400,000 last year.
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LIQUIDITY AND FINANCIAL RESOURCES

The Group has maintained a sound financial position during this
year. As at 31 December 2017, cash and bank balances of the
Group amounted to RMB110,428,000 (2016: RMB154,738,000) with
total borrowings of RMB2,970,000 (2016: RMB2,970,000) which
were interest bearing at commercial rates and unsecured. As at 31
December 2017, the Group had total assets of RMB1,238,072,000
(2016: RMB1,075,256,000) which were financed by current liabilities
of RMB200,083,000 (2016: RMB180,198,000), long term borrowings
of RMB1,637,000 (2016: RMB2,273,000), deferred tax liabilities
of RMB Nil (2016: RMB246,000) and shareholders’ equity of
RMB1,011,027,000 (2016: RMB866,625,000).

GEARING RATIO

As at 31 December 2017, the Group had a net cash and cash
equivalents of RMB110,428,000. As at 31 December 2017, the
ratio of the total liabilities to the total assets of the Group was 18%
(2016: 19%) which was calculated by dividing the Group’s total
liabilities of RMB227,045,000 (2016: RMB208,631,000) by the
Group’s total equity and liabilities of RMB1,238,072,000 (2016:
RMB1,075,256,000). The Group’s gearing ratio which derived from
the total borrowings to total net assets was 0.3% (2016: 0.3%).

EMPLOYEES

The Group has a total of 665 full-time employees and has employed
some temporary sales persons.

Remuneration is determined by reference to market conditions
and the performance, qualifications and experience of individual
employee. Discretionary bonuses based on individual performance
will be paid to employees as recognition of and reward for their
contribution. Other benefits include contributions to retirement
scheme and medical scheme.

ENVIRONMENTAL, SOCIAL AND CORPORATE
RESPONSIBILITY

As a responsible corporation, the Group is committed to maintaining
the highest environmental and social standards to ensure sustainable
development of its business. The Group has complied with all relevant
laws and regulations in relation to its business including health and
safety, workplace conditions, employment and the environment.
The Group understands a better future depends on everyone’s
participation and contribution. It has encouraged employees,
customers, suppliers and other stakeholders to participate in
environmental and social activities which benefit the community as a
whole.

The Group maintains strong relationships with its employees, has enhanced
cooperation with its suppliers and has provided high quality products and
services to its customers so as to ensure sustainable development.

Jilin Province Huinan Changlong Bio-pharmacy Company Limited
ANNUAL REPORT 2017
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EXECUTIVE DIRECTORS

Zhang Hong

Aged 63, male, is the Chairman and secretary of the Party committee.
He holds a bachelor degree and is a senior economist. His previous
positions are as follows: He was a teacher and the secretary of Youth
League Committee of Huinan No. 4 Middle School from September
1978 to October 1983; he worked in county and town governments
from November 1983 to September 1989, during which he held
the position of deputy town head; he has been the Chairman, and
secretary of the Party committee of Jilin Province Huinan Changlong
Bio-pharmacy Company Limited since October 1989.

Zhang Xiao Guang

Aged 54, male, is an executive director and general manager. He
holds a bachelor degree and is a senior economist. He held the
positions of the secretary of Youth League Committee of Chaoyang
town engineer affairs equipment factory of Shenyang railway bureau
from July 1983 to September 1989; deputy director of foreign trade
bureau of Huinan County from October 1989 to November 1990;
executive director and deputy general manager of the Company since
December 1990; appointed as general manager since January 2015.

Zhao Bao Gang

Aged 51, male, is an executive director and chief finance officer.
He holds a bachelor degree and is a certified accountant, certified
estimator and senior accountant. From August 1990 to May 1995,
he acted as director of Finance Bureau of Huinan County; from
June 1995 to February 2007, he held the position of director and
equipment executive director and finance officer of Jilin Province
Huinan Changlong Bio-pharmacy Company Limited and was
appointed as executive director and chief finance officer of the
Company since March 2007.

Wu Guo Wen

Aged 53, male, is an executive director and deputy sale director.
He holds a master degree and senior engineer. From September
1988 to August 1991, he studied in Shanghai Medicine University;
from February 1993 to May 1996, he pursued master degree in
Jilin University; from June 1996 to August 2007, he acted as chief
engineer of Huinan Changlong Bio-pharmacy Company and was
appointed as executive director and chief engineer on 9 August 2007;
appointed as deputy sale director of part of east China since 2010.
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INDEPENDENT NON-EXECUTIVE DIRECTORS
Gao Yong Cai

Aged 62, male, Mr. Gao is a Chinese Certified Public Accountant. He
has over 30 years of experience in audit and accounting services. He
is currently serving as a partner of the Huinan Jin Shi Joint Certified
Public Accountant (¥£m & B A& S5TEIEI5FT). Prior to this, he was
a partner of Huinan County Audit Firm (B &EsHEIEXKPT). He
worked at the Resources Bureau of Huinan County (%% E )
from 1974 to 1994.

Tian Jie

Aged 46, female, holds a bachelor’s degree. Ms. Tian has been
working at Jilin Huifa Law Firm (& M& 1 25 Z B E 7% F7) since March
1993 and has over 20 years of experience in legal matters. She is
currently serving as the director of Jilin Huifa Law Firm.

Qiu Fang Ping

Aged 62, female, is a member of the third branch of the Jiu San
Society. She graduated from Jilin University, with a bachelor’s degree
in chemistry, a master degree in science and a doctorate degree in
science, majoring in biochemistry and molecular biology from the
College of Life Science. She was awarded the title of Professional
Technological Talents with Outstanding Contribution in Jilin Province
(the 10th Batch), Experts with Outstanding Contribution in Changchun
City (the 4th Batch) and Top Creative Talents in Jilin Province (the
3rd Batch). In 2009, she was engaged as a part-time professor and
PHD students of applied chemistry in the College of Chemistry, Jilin
University. She worked in Jilin Engineering Institute for Light Industry
Co., Ltd from 1978 to 1999. She has been a professor in Changchun
University of Technology since 1999.

SUPERVISORS

Zhao Gang

Aged 60, male, holds an associate degree. He served as head of toll
station of Changbai Company in Chaoyang Town from 2000 to 2010.
Since 2011, he has been working in Jilin Province Huinan Changlong
Bio-pharmacy Company Limited (& BEREACEERDER
/2 7)) and has acted as the Chairman of supervisory committee and is
now in charge of the administration of the Company.

Wu Wei Men

Aged 48, male, graduated from Dandong Textile Training School with
associated degree in industrial accounting in 1991. From 1991 to
2004, he worked as finance director of hardware factory of Huinan
County. He joined Changlong Bio-pharmacy in 2004 and has acted as
supervisor of the Company since 9 August 2007.

Jilin Province Huinan Changlong Bio-pharmacy Company Limited
ANNUAL REPORT 2017

BYFHITES

‘KA

8625 /RTEEMEE - SEERE
SRBAB=TF&5R - AR EERSE

At ERAERABA - HEZR - KE

RIEBEEBREAMEBAEIBRABA - 19745

E10M4F RN IERBEMERTE -

4
I v 465% 0 REBAREZRE - 1993F3AEEME
BEEMBEEMIIEERES  BAREETE
T 2FER BATMEBEEMBBME
£

BR35 F

625 mME N B E=SHKE - &
MARBLEBRARRE  EMABEGRIEEMR
EYMPBES FAEYBEEREET  EMKRE
Al BEE AL BE S T4 Y B H P LY
T BEEMEFHHBERLEMNTEFEE
RAS  REMBENEEREEHMER : HH
BIRREIF AA FEZHEIR © 20094 1 BT = #
ARE(CBBTREACERFZRHE B EEE
ZEM © 1978-19994F » M EME B T 55T
PTIE i 1999F &5  REBFEILERBMEHE -

E=E

i

B 605 AERBE —TEEFE_T—F
FAERARARHGHEKBHME —T——FF
SEEMERBEREECEERNMERAAT
1B BEREREEESIERITHREEA °

REE

5485 10NN FEERN T RHNBERER
TESHEE  KFEZEFE - 1991 F~2004F £
BEEE RS RAEMBEE R - 20045F 1A KIS
% . 2007F8A9RMKIIARAIEES -



BIOGRAPHICAL DETAILS OF DIRECTORS AND SENIOR MANAGEMENT

EEREREEEGBE

Wang Ying Xu

Aged 34, male, holds an associate degree. He worked in Jilin
Huatai Certified Public Accountants (& #& R & 5161 E15FT) from
September 2006 to December 2006. Since 2007, he has been
working in Jilin Province Huinan Changlong Bio-pharmacy Company
Limited and now serves as officer in finance department of the
Company.

OTHER SENIOR MANAGEMENT

Mok Sai Cheong Mark

Aged 37, male, is the qualified accountant and company secretary.
He holds a Bachelor’s degree in accounting. He is a member of the
Hong Kong Institute of Certified Public Accountants and a fellow of
the Association of Chartered Certified Accountants. He has over 14
years of experience in auditing and accounting.

Yang Ze Shu

Aged 50, male, graduated from Yanbian Medical College in 1992 with
a bachelor degree. He is Chief Quality Officer and chief pharmacist
and senior engineer. From 1992 to 1999, he acted as dean of
Pharmaceutical office of Institute for Drug Control. He has worked as
chief quality officer of the Company since 2000.
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The Directors present their report and the audited financial statements
of the Company and of the Group for the year ended 31 December
204z

BASIS OF PREPARATION

The Company was established as a state-owned enterprise in the
People’s Republic of China (the “PRC”) in 1989. On 29 December
1995, under the relevant provisions of the PRC Company Law, the
Company was re-organised from a state-owned enterprise to a
limited liability company. On 16 August 1996, with the approval of the
Economic Restructuring Commission of Jilin Province, the Company
was further converted into a joint stock limited company. On 20
April 1999, the Company made a bonus issue from capitalisation of
retained profits at the proportion of one bonus share for every two
existing shares.

The Company’s H shares are listed on GEM of the Stock Exchange of
Hong Kong Limited (the “Stock Exchange”) on 24 May 2001.

PRINCIPAL ACTIVITY AND BUSINESS REVIEW

The Group is principally engaged in the manufacture and distribution
of Chinese medicines and pharmaceutical products in the PRC
under the brand names of Changlong and Qing Tong. There were no
changes in the nature of the Group’s principal activities during the
year.

Business review of the Group is set out in the paragraph headed
“Management Discussion and Analysis” of this annual report.

SEGMENTAL INFORMATION

The Group has only one business segment which is the manufacture
and distribution of Chinese medicines and pharmaceutical products in
the PRC. In 2017, revenue of the Group was generated entirely from
sales in the PRC and all identifiable assets of the Group are located
in the PRC. Accordingly, no business or geographical segmental
analysis is prepared for the year.

RESULTS AND DIVIDENDS

The profit of the Group for the year ended 31 December 2017 and the
state of affairs of the Company and of the Group at that date are set
out in the financial statements on pages 45 to 116.

The Directors do not recommend the payment of a final dividend.

Jilin Province Huinan Changlong Bio-pharmacy Company Limited
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SUMMARY FINANCIAL INFORMATION

The following is a summary of the published results and the assets
and liabilities of the Group prepared on the basis set out in the notes
below. This summary is not part of the audited financial statements.

MBENGE
UTAREEEAGEANRAERE B
% DERTXHEAMREERE  AEETHE
FRMBBRRZ—H -

Results E
2017 2016
—E—+HF —E—RF
RMB’000 RMB’000
ARET T ARET T
Revenue g A 645,303 654,119
Profit before income tax KR BT 15 %4 il A 172,768 167,285
Income tax expense Frg%isz i (28,366) (24,615)
Profit for the year from ordinary activities ~ AFEEARRQ AIREIFE A E(L
attributable to owners of the Company H '3 5% A 144,402 142,670
Assets and liabilities EEREE
2017 2016
—E—+F —E—RF
RMB’000 RMB’000
AR¥ET T ARETIT
Total assets BEE 1,238,072 1,075,256
Total liabilities BwaE (227,045) (208,631)
Net assets BEFE 1,011,027 866,625

BEARER BIOLOGICAL ASSETS, PROPERTY,
PLANT AND EQUIPMENT AND INTANGIBLE
ASSETS

Details of movements in bearer biological assets, property, plant and
equipment, and intangible assets of the Group during the year are set
out in Notes 16, 17 and 21 to the financial statements respectively.

TEREVEE WX BERR
BURELEE

RER  AEETRBEVEE VE  BER
REAMEREE 2 EBFIED IEH NI EHRE
MizE16 ~ 17 %21 ©
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MATERIAL INVESTMENTS, ACQUISITIONS AND
DISPOSALS OF SUBSIDIARIES AND AFFILIATED
COMPANIES

The Group made no material acquisitions or disposals of subsidiaries
and affiliated companies during the year ended 31 December 2017.
As at 31 December 2017, the Group had no other future plans
for material investments or significant changes in capital assets of
subsidiaries and affiliated companies.

SUBSIDIARIES

Particulars of the subsidiaries of the Company are set out in Note 20
to the financial statements.

BORROWINGS

Particulars of borrowings of the Group are set out in Note 29 to the
financial statements.

CAPITAL STRUCTURE

The operations of the Group were financed mainly by shareholders’
equity. The Group will continue to adopt its treasury policy of placing
the Group’s cash and cash equivalents in interest bearing deposits,
and to fund operations with internal resources.

SHARE CAPITAL

Details of movements in share capital of the Company during the year
are set out in Note 32 to the financial statements.

RESERVES

Details of movements in reserves of the Group and of the Company
during the year are set out in the consolidated statement of changes
in equity and in Note 33 to the financial statements respectively.

DISTRIBUTABLE RESERVES

As at 31 December 2017, the reserves of the Company available
for cash distribution or distribution in specie was amounted to
approximately RMB870,828,000 (2016: RMB726,463,000).

MAJOR CUSTOMERS AND SUPPLIERS

During the year, the Group sold about 22% of its goods to its five
largest customers (2016: 17%) and sales to the largest customer
included therein accounted for 8% (2016: 4%) of the Group’s total
sales.

In the year under review, the Group’s purchases from the five largest
suppliers accounted for about 42% (2016: 23%) of the Group’s
total purchases and purchases from the largest suppliers therein
accounted for 15% (2016: 6%) of the Group’s total purchases.

Jilin Province Huinan Changlong Bio-pharmacy Company Limited
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None of the directors of the Company 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 Group’s five
largest customers and five largest suppliers noted above.

FOREIGN EXCHANGE RISK

For the years ended 31 December 2017 and 2016, the Group mainly
generated revenue and incurred costs in Renminbi. The directors
consider the impact on foreign exchange exposure of the Group
is minimal. Accordingly the Group did not employ any financial
instruments for hedging purposes.

CAPITAL COMMITMENTS

Details of the capital commitments of the Group as at 31 December
2017 are set out in Note 35 to the financial statements.

CONTINGENT LIABILITIES
As at 31 December 2017 and 2016, the Group had no material
contingent liabilities.

DIRECTORS AND SUPERVISORS

The Directors and Supervisors of the Company during the year and up
to the date of this report were as follows:

Executive Directors

Mr. Zhang Hong (Chairman)
Mr. Zhang Xiao Guang

Mr. Zhao Bao Gang

Mr. Wu Guo Wen

Independent Non-Executive Directors
Mr. Gao Yong Cai

Ms. Tian Jie

Ms. Qiu Fang Ping

Supervisors

Mr. Zhao Gang
Mr. Wu Wei Men
Mr. Wang Ying Xu

DIRECTORS’ AND SENIOR MANAGEMENT’S
BIOGRAPHIES

Biographical details of the Directors of the Company and the senior
management of the Group are set out in the section “Biographical
Details of Directors and Senior Management” of the annual report.
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DIRECTORS OF SUBSIDIARIES

Listed below are the names of all the Directors who have served on
the boards of the Group’s subsidiaries during the year and up to the
date of this Report:

Zhang Hong
Zhang Xiao Guang
Zhao Bao Gang
Wu Guo Wen

EMOLUMENTS OF DIRECTORS AND
SUPERVISORS AND THE FIVE HIGHEST PAID
INDIVIDUALS

Details of the Directors’ and Supervisors’ emoluments and those of
the five highest paid individuals in the Group are set out in Note 14 to
the financial statements.

DIRECTORS’ AND SUPERVISORS’ SERVICE
CONTRACTS OR LETTERS OF APPOINTMENT

Each of the Directors and Supervisors (including the Independent
Non-Executive Directors and the Supervisors) has entered into a
service contract or letter of appointment with the Company for a term
of three years. None of the Directors or the Supervisors had entered
into any service contract or letter of appointment with the Company
which is not terminable by the Company within one year without
payment of compensation, other than statutory compensation.

DIRECTORS’ AND SUPERVISORS’ INTERESTS
IN CONTRACTS

No directors had a significant beneficial interest, either directly or
indirectly, in any contract of significance to the business of the Group
to which the Company or its subsidiaries was a party during the year.

PURCHASE, SALES OR REDEMPTION OF LISTED
SECURITIES

Neither the Company nor its subsidiaries purchased, sold or
redeemed any of the Company’s listed securities during the year.

PERMITTED INDEMNITY PROVISION

At no time during the financial year and up to the date of this directors’
report, there was or is, any permitted indemnity provisions being in
force for the benefit of any of the directors of the Company or any of
its subsidiaries.

Jilin Province Huinan Changlong Bio-pharmacy Company Limited
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DIRECTORS’ AND SUPERVISORS’ INTERESTS
IN SHARES

At 31 December 2017, the interests and short positions 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 (the “SFO”) as recorded in the
register required to be kept under Section 352 of the SFO or as
otherwise notified to the Company and the Stock Exchange pursuant
to the minimum standards of dealing by directors as referred to in

EERESRROMERS

R-T—+&+-_A=+—08 KRAREE &
$&Iyﬁﬂz}\§ﬁzﬁ AIREEEEE (&
EH R BRI ([FHREE G ]) EXVER)
E’Jﬂx RN REFTHREREES RS
&I 835215 + 85I A FZ KT il & e M A0 i a5 %
KA HIBEE L TGEME F TR 81 ([ GEM
EWRA) FE5.4616E5.6715 ﬁﬁhﬁ%i‘é;?
EAZEMBNE AR R KRB ATaiEs AR

Rule 5.46 to 5.67 of the Rules Governing the Listing of Securities T :
on GEM of the Stock Exchange (the “GEM Listing Rules”) were as
follows:
Long positions in shares RBROHRE
Percentage of
total registered
Type of Number of Percentage of Share Capital
Director Interests Capacity Domestic Shares Domestic Shares (G IR A
= =R 514 ANEREE HRERBDL WEZ L
Zhang Hong Personal Beneficial owner 101,937,000 26.29 18.19
5% 54 fEA EnEAA
Zhang Xiao Guang Personal Beneficial owner 42,315,000 10.91 7.55
TRBEN fEA EnEAA
Wu Guo Wen Personal Beneficial owner 900,000 0.232 0.161
REIX fEA EnAA
Save as disclosed above, as at 31 December 2017, none of the B EXFHEEZEEIN  R-TE—+tF+_A=+—
Directors, supervisors and chief executives of the Company has H @ AQFRIES - EERTETHAEBER

any interests and short positions in the shares, underlying shares
and debentures of the Company and its associated corporations
(within the meaning of Part XV of the SFO) as recorded in the register
required to be kept under section 352 of the SFO or as otherwise
notified to the Company and the Stock Exchange pursuant to the
minimum standards of dealing by directors as referred to in Rule 5.46
to 5.67 of the GEM Listing Rules.

ARAREEEEE(EERE %}&HﬂﬁﬂmH
XVER) BB ~ BB O RESTHREREE
KRB RPIE 36215 » AT ARZIGRPT I B R A
BmNRRR i*E%FGEMLm%EE'J%SW‘
BETIHMEEREREREREMBMNEAR
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DIRECTORS’ RIGHTS TO ACQUIRE SHARES

Saved as disclosed under the headings “Directors’ and supervisors’
interests in shares” above, at no time during the year were there any
rights to acquire benefits by means of the acquisition of shares in
or debentures of the Company granted to any director, supervisor
and chief executive or their respective spouses or children under
18 years of age, or were any such rights exercised by them; or was
the Company, its holding company, or any of its subsidiaries a party
to any arrangement to enable the directors, supervisors and chief
executives to acquire such rights in any other body corporate.

INTERESTS DISCLOSEABLE UNDER THE SFO
AND SUBSTANTIAL SHAREHOLDERS

As at 31 December 2017, the following persons (other than the
Directors, supervisors and chief executives of the Company) had
interests and short positions in the shares and underlying shares of
the Company as recorded in the register required to be kept under
Section 336 of the SFO.

EEBARDAVER

B EX[EF REERR Mas | —RATREE
S RER - EERIBTHRARRRESAM
RBH+/ AT T R R R T 58
B AR FR D LR MR A 2 ) :

AE) - B E S E AR KB A R IR S E
MRPE REE  EERIRITHRABAREM

HAiZERBAZETER -

EEFRAEHRAETHENE
BEEE

 RIBARBIRIE
*“%?&H & 5 15U%3361I¢E7(_E’1Hx%%%@m

ATAL(ARRESE EERTIEBTHRARR
SMRAR BB AR PR AR RAR

%+

Long positions in Domestic shares RREBRHRER
Percentage of
Capacity/ Number of Percentage of  total registered
Name of shareholder Nature of Interest Domestic Shares Domestic Shares Share Capital
1k 48 5 A B A
BRREH Bin EmiE RNERHEE MHRERBEDLE WEZL
Huinan County SAB (Note) Beneficial owner 81,975,000 21 .74l 14.63

BEEMRREESREEAR(ME) EmHEBA

Note: Apart from the equity interest in the Company, Huinan County SAB does not have  Mfit - BRAMAARR B ARERS - BRGHRIREBEREE

any direct or indirect interest in the Company, including representatives in the
Board of Directors.

Long positions in H shares

R EBEE AR R B AR
FEANKE -

RHRHWRE

BIEEE

Percentage of

Number of Percentage of  total registered

Name of shareholder Capacity H Shares H Shares Share Capital

LB AR A

REEM &4 HR# B EHRBE DL MWESL

Chen Jingwei Beneficial owner 29,520,000 17.11 5.269
R e BERERA

Shen Qianzhen Beneficial owner 13,996,000 8.11 2.498

ki BEmEAA

Jilin Province Huinan Changlong Bio-pharmacy Company Limited
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Save as disclosed above, as at 31 December 2017, the Directors
were not aware of any other person (other than the Directors,
Supervisors and Chief Executives of the Company) who had interests
and short positions in the shares and underlying shares of the
Company as recorded in the register required to be kept under
Section 336 of the SFO.

MANAGEMENT CONTRACTS

No contracts concerning the management and administration of the
whole or any substantial part of the business of the Group and the
Company were entered into or were in existence during the year.

COMPETING INTEREST

None of the Directors, the management shareholders, the significant
shareholders or the substantial shareholders (as defined in the GEM
Listing Rules) of the Company had any interest in a business, which
competes or may compete with the business of the Group.

PRE-EMPTIVE RIGHT

There are no provisions for pre-emptive rights under the article
of association of the Company or the laws of the PRC, being the
jurisdiction in which the Company was established, which would
oblige the Company to offer new shares on a pro rata basis to existing
shareholders.

CONNECTED TRANSACTIONS

During the year, the Group had no material related party transactions,
which constituted connected transactions under the GEM Listing Rules.

STAFF RETIREMENT SCHEME

Details of the staff retirement scheme of the Group and the employer’s
staff retirement costs charged to the profit and loss account for the
year are set out in note 15 to the financial statements.

AUDIT COMMITTEE

The Company set up an Audit Committee on 24 May 2001 with
written terms of reference in compliance with the requirements as
set out in Rules 5.28 and 5.29 of the GEM Listing Rules. The primary
duties of the Audit Committee are to review and provide supervision
over the financial reporting procedures and internal control system of
the Group.
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The committee has reviewed with the management the accounting
principles and practices adopted by the Group and discussed internal
controls and financial reporting matters, including a review of the
audited results of the Group for the year ended 31 December 2017.

FIVE YEAR FINANCIAL SUMMARY

A summary of the results and of the assets and liabilities of the
Group for the last five financial years, as extracted from the published
audited financial statements and reclassified as appropriate, is set out
on page 116 of the annual report. This summary does not form part of
the audited financial statements.

PUBLIC FLOAT

Based on the information that is publicly available to the Company
and to the best of the directors’ knowledge, as at the date of this
annual report, there was a sufficient prescribed public float of the
issued shares of the Company under the GEM Listing Rules.

CORPORATE GOVERNANCE

A report on the principle corporate governance practices adopted by
the Company is set out on pages 23 to 30 of the annual report.

AUDITORS

A resolution will be submitted to Annual General Meeting of the
Company to re-appoint the auditors, Reanda Lau & Au Yeung (HK)
CPA Limited.

By order of the Board

Zhang Hong
Chairman

Jilin Province, PRC
29 March 2018
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CORPORATE GOVERNANCE PRACTICES

The Company is committed to achieve high standards of corporate
governance to safeguard the interest of its shareholders and enhance
its corporate value. Throughout the year ended 31 December 2017
and up to the date of this annual report, the Company has complied
with the Corporate Governance Code as set out in Appendix 15 of the
GEM Listing Rules.

CODE OF CONDUCT REGARDING SECURITIES
TRANSACTIONS BY DIRECTORS

The Company has adopted a code of conduct regarding securities
transactions by directors on terms no less than the required standard
of dealings as set out in rules 5.48 to 5.67 of the GEM Listing Rules.
The Company has also made specific enquiry of all Directors and the
Company was not aware of any non-compliance with the required
standard of dealings and its code of conduct regarding securities
transactions by Directors throughout the year ended 31 December
2017.

BOARD OF DIRECTORS AND BOARD MEETINGS

The Directors of the Company during the year and up to the date of
this report were:

Executive Directors

Mr. Zhang Hong (Chairman)
Mr. Zhang Xiao Guang

Mr. Zhao Bao Gang

Mr. Wu Guo Wen

Independent Non-Executive Directors
Mr. Gao Yong Cai

Ms. Tian Jie

Ms. Qiu Fang Ping

As at the date of this report, the Board comprised seven Directors,
four of whom are Executive Directors, three of whom are INEDs of the
Company. Details of backgrounds and qualifications of each Director
are set out on the section headed “Biographical Details of Directors
and Senior Management” of this annual report.
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The Board is responsible for corporate strategy, annual and interim
results, succession planning, risk management, major acquisitions,
disposals and capital transactions, and other significant operational
and financial matters. Major corporate matters that are specifically
delegated by the Board of Directors to the management include the
preparation of annual and interim accounts for Board approval before
public reporting, execution of business strategies, implementation
of adequate systems of internal controls and risk management
procedures, and compliance with relevant statutory requirements and
rules and regulations. Executive Directors are responsible for running
the Group and executing the strategies adopted by the Board. The
INEDs serve the relevant function of bringing independent judgement
on the development, performance and risk management of the Group
through their contributions in board meeting.

All Directors have given sufficient time and attention to the affairs of
the Group. Each executive Director has sufficient experience to hold
the position so as to carry out his duties effectively and efficiently.

The Board considers that each INED of the Company is independent
in character and judgement. The Company has received from each
INED a written confirmation of his independence pursuant to Rule
5.09 of the GEM Listing Rules.

The Board meets at least four times each year at approximately
quarterly intervals to discuss the Group’s business development,
operation and financial performance. Board papers are circulated not
less than 7 days before the Board meetings to enable the Directors
to make informed decisions on matters to be raised at the board
meetings. Minutes of board meetings are kept be the Company
Secretary and are open for inspection at any reasonable time on
reasonable notice by any Director.

To the best knowledge of the Directors, there is no financial, business
and family relationship among the members of the Board.
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Board meetings
During the year, five regular board meetings were held. Details of the
attendance of the Directors are as follows:

Exeel
R ERTIAEAERGGH - EFRLE
SEWT

Meetings attended/Held

Directors 2= BHE BETEER
Executive Directors WITESE

Mr. Zhang Hong (Chairman) SRoAF A (EE) 5/5
Mr. Zhang Xiao Guang SR A 5/5
Mr. Zhao Bao Gang b= Plas 5/5
Mr. Wu Guo Wen REIEAE 55
Independent Non-Executive Directors BUEMITES

Mr. Gao Yong Cai =K A 5/5
Ms. Tian Jie Azt 5/5
Ms. Qiu Fang Ping 5 &+ 6/5
Apart from the above regular board meetings of the years, the Board K LillZRFEZFHEFeeHI 220k

of Directors will meet on other occasions when a board-level decision
on a particular matter is required. The Directors will receive details
of agenda items for decision and minutes of committee meetings in
advance of each board meeting.

CHAIRMAN AND CHIEF EXECUTIVE OFFICER

Under the code provision A.2.1, the roles of chairman and chief
executive officer should be separate and should not be performed
by the same individual. Mr. Zhang Hong assumes the role of both
the chairman and the chief executive officer of the Company. The
Board is of the view that this has not compromised accountability and
independent decision making for the following reasons:

- the Audit Committee composes exclusively of Independent
Non-executive Directors;

- the Independent Directors have free and direct access to the
Company’s external auditors and independent professional
advice when considered necessary.
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Mr. Zhang Hong, the chairman, is a substantial shareholder of the
Company and has considerable industry experience. He is motivated
to contribute to the growth and profitability of the Group. The Board
is of the view that it is in the best interests of the Group to have
an executive chairman so that the Board can have the benefit of a
chairman who is knowledgeable about the business of the Group
and is most capable to guide discussions and brief the Board in a
timely manner on pertinent issues and developments to facilitate open
dialogue between the Board and the management.

INDEPENDENT NON-EXECUTIVE DIRECTORS

The Company appointed INEDs who have appropriate and sufficient
experience and qualification to carry out their duties so as to protect
the interests of shareholders. Mr. Gao Yong Cai, Ms. Tian Jie and Ms.
Qiu Fang Ping are the INEDs.

All INEDs are subject to retirement by rotation in accordance with
the articles of association of the Company. All the existing INEDs
are appointed for an initial term of three years and the term of office
shall continue after the expiration of the initial term until at least 1
month’s prior written notice is given by either party or the Company to
terminate the same.

DIRECTORS’ CONTINUING PROFESSIONAL
DEVELOPMENT PROGRAMME

Every Director receives comprehensive, formal and tailored induction
on appointment and they are continually updated on developments
in the statutory and regulatory regime, and the business and
market changes to facilitate the discharge of their responsibilities
and obligations under the GEM Listing Rules and relevant statutory
requirements.

To ensure that all Directors’ contribution into the Board remain
informed and relevant, they have participated in continuous
professional development for the year ended 31 December 2017 to
develop and refresh their knowledge and skill. During the year under
review, the Company has provided updates and coordinated training
on the GEM Listing Rules and relevant regulatory requirements to the
Directors.

REMUNERATION COMMITTEE

According to the Code, the Company has set up a Remuneration
Committee on 29 September 2005. As at the date of this report, the
chairman of the committee is Mr. Gao Yong Cai, an INED, and other
members include Ms. Tian Jie, Ms. Qiu Fang Ping and Mr. Zhang
Hong. The remuneration committee schedules meet at least once a
year and the quorum necessary for the transaction of business is two.
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The role and function of the Remuneration Committee included the
determination of the specific remuneration packages of all executive
Directors, including benefits in kind, pension rights and compensation
payments, including any compensation payable for loss or termination
of their office or appointment, and make recommendations to
the board of the remuneration of non-executive Directors. The
remuneration committee should consider factors such as salaries paid
by comparable companies, time commitment and responsibilities of
the Directors, employment conditions elsewhere in the Group and
desirability of performance-based remuneration.

For the financial year ended 31 December 2017, the Remuneration
Committee held two meeting. The individual attendance records of
each member are as follows:

SNEEezAERRBRETMAENTES
ZEEFHES  BREVMNE RN RHEE
NR(BREREIRUERERM IR TR Z
TABE) ARAESTERIFNTEST ZFHBIE
HEH - FTNEESREESERER - flmAtt
RARXfzEHe  BEFREZERRET &
SEEMM Ty 2 IR IR RIREEF M2 7
HR I o

REBE-_Z—+F+-_A=+—RHIHBFE
YMEZESERTTMASH - SKEZERHLE
FRERIAE ¢

Meetings attended/Held

Members RE EHE BEITES
Mr. Gao Yong Cai KA S 2/2
Ms. Tian Jie A+ 2/2
Ms. Qiu Fang Ping ¥+ 2/2
Mr. Zhang Hong sRoASE A 2/2

For the year ended 31 December 2017, the Remuneration Committee
reviewed matters relating to remuneration for the Directors and
members of senior management, and discussed the remuneration
policy of the Group.

The remuneration committee of the Company has considered and
reviewed the existing terms of employment contracts of the Executive
Directors and appointment letters of the INEDs. The Remuneration
Committee of the Company considers that the existing terms of
employment contracts of the Executive Directors and appointment
letters of the INEDs are fair and reasonable.

NOMINATION COMMITTEE

The Company has established the Nomination Committee according
to the relevant provisions of the GEM Listing Rules with written
terms of reference. Its primary responsibilities include reviewing and
supervising the framework, number of members and composition
of the Board and making proposals to the Board in respect of
any changes and identifying and nominating suitable persons for
appointment of Director.

As at the date of this report, the Nomination Committee comprises of
one Executive Director, Mr. Zhang Xiao Guang and three INEDs, Mr.
Gao Yong Cai, Ms. Tian Jie and Ms. Qiu Fang Ping, Mr. Gao Yong Cai
is the chairman of the Nomination Committee.
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Nomination procedures include identification and acknowledgement
of qualified individuals by the Nomination Committee, and review
and approval of such nominations by the Board. The Nomination
Committee will evaluate potential candidates considering factors such
as professional expertise, relevant experience, personal ethics and
integrity.

For the financial year ended 31 December 2017, the Nomination
Committee held two meetings. During the meeting, the Nomination
Committee has reviewed and discussed the framework, number
of members and composition of the Board. Also, the Nomination
Committee has identified and made proposals in respect of the
outstanding appointment of Executive Directors and INEDs. The
individual attendance records of each member are as follows:

RERFEEARAZESHIILABATAERA
T YHEFSERIME - REZE SR
BEEEA  EEEEKEE  HRLR  EAR
S EBEFRE -
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TERERR RE R - BB 2R FREEmT

Meetings attended/Held

Members 24= EHE CETEE
Mr. Gao Yong Cai SKA A 2/2
Ms. Tian Jie A&+ 2/2
Ms. Qiu Fang Ping 55 P Ao dan 2/2
Mr. Zhang Xiao Guang SRS A 2/2

AUDIT COMMITTEE

The Audit Committee was established in 2001 and currently
comprises three members, Mr. Gao Yong Cai, Ms. Tian Jie and Ms.
Qiu Fang Ping. All of them are INEDs. The chairman of the Audit
Committee is Mr. Gao Yong Cai. The Board considers that each
Audit Committee has broad commercial experience and there is a
suitable mix of expertise in business, legal, accounting and financial
management in the Audit Committee.

None of the members of the Audit Committee has any personal
financial interests, conflicts of interests arising from cross-
directorships or day-to-day involvement in the running of the
business. The Audit Committee oversees the financial reporting
process and the adequacy and effectiveness of the Company’s
system of internal control. During the year, the Audit Committee
carried out their own independent review of the interim and annual
financial statements and financial reports and statements included
in circulars of the Company published during the year. And with the
assistance of the internal audit department, which reports directly
to the committee, the Audit Committee completed its review of the
adequacy and effectiveness of the Company’s systems of internal
control and reported its findings and recommendations to the Board.

Jilin Province Huinan Changlong Bio-pharmacy Company Limited
ANNUAL REPORT 2017

BREES

BERZEENIN_TFT % BAIBASKS K
K ARRERBI R =RKEAK - BE
BRBIUFFRTES - ERZBEIFER/RKS
KE -EEERR/BERZEENEBVARRER
MEELR  BERZEENEELRA THE
R SERIRVBERE S EONEENE o

ERZESNEXNERAEAEARZ BEE
EHNELNRERAZLEAEARARREBHL
2 BRLZBEEEVBRERFRARRAI
ERRGZARMEMERE - FR - BEEZES
LRUEMFATIRER AR AR 2P AR F
EHBERE LI BREREER - ERZEGTR
BERAEZEMEZABEZAFIBET - EKE
BARRBAMEZERR TR EMARE - LM
EFEeREERTERNER -



CORPORATE GOVERNANCE REPORT

EEERRE

The Audit Committee held four meetings during the year under review.
Details of the attendance of the audit committee meetings are as
follows:

Members RE

EREEENOREENLBTORES - B
REEEEZHEHEMNT

= = S
=HEE

Meetings attended/Held
BHE BETER

Mr. Gao Yong Cai KA S
Ms. Tian Jie At
Ms. Qiu Fang Ping R S22+

4/4
4/4
4/4

The Group’s unaudited quarterly and interim results and annual
audited results during the year ended 31 December 2017 have been
reviewed by the Audit Committee, which was of the opinion that
the preparation of such results were complied with the applicable
accounting standards and requirements and that adequate disclosure
have been made.

AUDITOR’S REMUNERATION

Reanda Lau & Au Yeung (HK) CPA Limited was the auditor of the
Company for the year ended 31 December 2017. Other than annual
auditing services, Reanda Lau & Au Yeung (HK) CPA Limited did not
provide non-auditing services to the Company or any of the Group’s
companies during the year.

Auditor’s remuneration for the year ended 31 December 2017 is set
out in Note 9 to the financial statements.

DIRECTORS’ RESPONSIBILITIES FOR THE
FINANCIAL STATEMENTS

The Directors have the responsibilities for the preparation of the
financial statements of the Group and shall ensure that the financial
statements are in accordance with statutory requirements and
applicable accounting standards. The Directors also ensure the timely
publication of the financial statements of the Group.

The statements of the external auditors of the Company, Reanda Lau
& Au Yeung (HK) CPA Limited, about its reporting responsibilities on
the financial statements of the Group is set out in the Independent
Auditor’s Report on pages 37 to 44 of this annual report.
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COMPANY SECRETARY

In 2017, the Company Secretary took the relevant professional
training of 15 hours relating to general corporate governance issues.

INTERNAL CONTROL AND RISK MANAGEMENT

The Board is responsible for ensuring that the Group has a sound
and effective internal control system. The Group is committed to
the identification, monitoring and management of risks associated
with its business activities and has implemented a practical and
effective control system which includes a defined management
structure with limits of authority, a sound cash management system
and periodic review of the Group’s operation and performance by
the Audit Committee and the Board. The internal control system is
reviewed on an ongoing basis by the Board to ensure it is effective.
The Board is satisfied that, based on information furnished to it and
on its own observations, the present internal controls of the Group
are satisfactory. The Board has conducted review of the effectiveness
of the system of internal control and is of the view that the system of
internal control adopted for the year is sound and effective. The Group
does not maintain its own internal audit team for cost-saving reason
but the work is shared between related parties in the company to
assist the Audit Committee to review the effectiveness of the Group’s
risk management and internal control system.

INVESTOR RELATIONS

The Company disclosed all necessary information to the shareholders
in compliance with GEM Listing Rules. Extensive information about
the Company’s activities is provided in the Annual Report and the
Interim Report which are sent to shareholders. There is regular
dialogue with institutional investors. Enquiries from individuals on
matters relating to their shareholdings and the business of the
Company are welcomed and are dealt with in an informative and
timely manner.

All shareholders have 45 days’ notice of the Annual General
Meeting at which all directors and Committee chairs are available
for questions. All shareholders are encouraged to attend the Annual
General Meeting.

LOOKING FORWARD

The Group will keep on reviewing its corporate governance standards
on a timely basis and the Board endeavors to take necessary actions
to ensure compliance with the required practices and standards
including the provisions of the Code on Corporate Governance
Practices introduced by the Stock Exchange.
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REPORT OF THE SUPERVISORY COMMITTEE

Exefiss

TO THE SHAREHOLDERS OF JILIN PROVINCE HUINAN
CHANGLONG BIO-PHARMACY COMPANY LIMITED

(a joint stock limited company incorporated in the People’s Republic
of China with limited liability)

During the year ended 31 December 2017, in accordance with the
Company Law of the PRC, the requirements of the relevant laws
and regulations of Hong Kong and the articles of association of the
Company (the “relevant rules and regulations”), the Supervisory
Committee of the Company exercised conscientiously its authority,
safeguarded the interests of the shareholders of the Company and
the Company, and followed the principle of honesty and integrity and
worked cautiously and diligently.

During the year, we provided reasonable suggestions and advice on
the operations and development plans to the Directors and strictly
and effectively monitored whether the policies of the Company had
conformed with the relevant rules and regulations or safeguarded the
interests of the shareholders of the Company.

After investigation, we consider that the audited financial statements
of the Company give a true and fair picture of the operating results
and asset position of the Company. We also consider that the Report
of the Directors and the profit distribution proposal meet the relevant
rules and regulations. We have attended the meeting of the Board.
We are of the opinion that the meeting was convened in accordance
with the relevant rules and regulations. We consider that the members
of the Board, the general manager and other senior management
of the Company have strictly complied with the principle of honesty
and trustworthiness, worked diligently and sincerely exercised their
authority to the best interests of the Company. None of the Directors,
general manager nor other senior management of the Company have
abused their powers, caused damage to the interests of the Company
and infringed upon the interests of the Company shareholders and its
staff, nor have they violated the relevant rules and regulations.

We are satisfied with the various accomplishments and the cost-
effectiveness of the Company. We are confident that the Company will
have a good prospect of future development.

By order of the Supervisory Committee
Jilin Province Huinan Changlong Bio-pharmacy Company Limited

Zhao Gang
Chairman

Jilin Province, PRC
29 March 2018
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For the year ended 31 December 2017, the Group has complied with
the “comply or explain” provisions set out in the Environmental, Social
and Governance Reporting Guide contained in Appendix 20 to the
GEM Listing Rules and the relevant information is set out below.

A. ENVIRONMENT
1. Emissions

The major raw materials used by the Group in production
are various kinds of Chinese herbal medicines and their
production and operation may have a minor effect on the
environment and the natural resources. The Group actively
fulfils its social responsibilities, always adheres to the
concept that development and environmental protection
are equally important and makes rational use of various
resources to protect the environment. The Company
strictly complies with the provisions of the Environmental
Protection Law of the People’s Republic of China so as
to achieve saving energy and consumption reduction,
lowering discharges and improving efficiency, and try
our best to minimize the impact that the production and
operation process have on the ecosystem.

2. Use of resources

The Group also advocates the concept of green
production so as to achieve the target of energy saving,
consumption lowering and discharge reduction. The
Company saved various kinds of resources by optimising
the technological process, enhancing the technology
standard, using LED energy-saving lighting and cutting
down water consumption during the production process.
Moreover, with respect to the protection and recycling of
water resources, the Company adopted a recycle system
throughout the production process so as to reduce the
amount of water resources used.

During the year ended 31 December 2017, the Group’s
consumption in electricity, coal and water were:

Electricity: 4,153,000 kWh
Coal: 11,933 Tonnes
Water: 75,570 Tonnes

3. Environment and natural resources

The Group pursues the best practice between the
development and the environment, and takes into careful
consideration of all the aspects and activities within the
value chain to mitigate the impact on the environment. To
achieve the sustainable development of the environment,
the Group regularly provides environmental protection
information and practical advice related to environmentally
friendly living style to staff for circulation.

Jilin Province Huinan Changlong Bio-pharmacy Company Limited
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B. SOCIETY

Employment and labor practices

1.

Employment

Employees are regarded as the greatest and most valuable
assets and core competitive advantages of the Group
who continuously provide the source of innovation for the
Group. The Group offers competitive remuneration and
welfare, and implements comprehensive performance
appraisal scheme to award and praise the staff with
excellent performance and assists them with their career
development and promotion within the Group by providing
appropriate trainings and opportunities. Meanwhile, in
order to create a favorable and fair working environment
for employees and protect their physical and psychological
health, the Group will give careful consideration to all the
valuable suggestions for improving the working efficiency
and harmonizing the working atmosphere proposed by
employees, thereby establishing a united, harmonious and
professional team for the Group.

The Group strictly complied with the regulations and
provisions of laws in the PRC and Hong Kong, formulated
and strictly implemented the relevant management system
and measures, and expressly specified the employment,
labor relations, treatment, promotion, benefits and
retirement of the staff to safeguard their interests.

The Group strictly complied with the PRC laws and
regulations and policies associated with social insurance,
and made full contributions to various social insurance and
housing provident fund for all the staff in a timely manner.

Health and safety

Employees are the most important wealth and resources of
the Group, therefore, the health and safety of employees
are always the top priority of the Company. The Company
is committed to protecting the employees with production
safety while endeavour to protect and care about their
healthy and to provide a safe, healthy and protected
workplace.

The Group established a comprehensive management
system in occupational health and safety, strictly complied
with the regulations of occupational health and safety
in mainland China and Hong Kong, and laid a solid
foundation for safe operation. As at 31 December 2017,
the Group did not experience any significant safety
accident during the operation.
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Development and training

The Group adopts the principle of unified management
and stratified training for the education and training of
its staff. Upon joining the Company, new employees
must participate in pre-service training focusing on the
Company’s corporate culture, corporate policies and
goals, production safety, necessary skills, etc. A series
of tailor-made training courses are provided to senior
management and middle management on anti-corruption
practices for leaders as well as trainings for middle and
senior management of listed companies. The Company
will evaluate the training effects subsequently, so as to
enhance the pertinence and effectiveness of training,
which will further enhance the technical skills and
professional quality of the Company’s employees of each
level achieving satisfactory results.

Labour standards

There is a clear requirement on the age of applicants in the
recruitment management system of the Group. The Group
will review and check the identification information of
applicants during the recruitment process and absolutely
no child labor will be employed. Applicants should provide
documents of educational background and working
experience for our verification when they report to work.
Any suspected applicants providing false documents of
educational background and working experience will not
be employed. The Group strives to create a safe, healthy
and comfortable working environment for the employees,
and provide labor protection, reasonable remuneration
and various benefits to the employees. The Group enters
into an employment contract with each of the employees
in accordance with relevant regulations in the PRC and in
Hong Kong, and forbids any kind of forced labor.

OPERATIONAL PRACTICES

5.

Supply chain management

Supply chain management is always one of the key links
in the Company’s quality control system. The Company
focuses on the risk management of product quality and
keeps a close eye on signals of quality and safety crisis
of its medicines. Attaching great importance to product
compliance, the Company organizes self-inspections and
rectifications in a timely manner to ensure product quality.
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To ensure the quality of the purchased raw materials,
auxiliary ingredients and packaging materials, the
Company has established a supplier management
system in strict compliance with the Law of the PRC
on the Administration of Pharmaceuticals, GMP, and
other relevant laws and regulations. A standardised
management system is implemented on the procurement
of materials under a comparatively well-established
management system.

The Company also carries out long-term quality monitoring
and regular reviews on all suppliers. In case of a significant
change in supplier qualification or serious quality issue
occurs, the Company may suspend the delivery of the
supplier in question immediately to ensure the quality of
the medicine of the Company.

Product responsibility

The Company is committed to ensuring product safety.
Especially, as most of our products are pharmaceuticals,
product quality and safety are undoubtedly the top priority
of the Company.

The Company always sticks to strict product quality
control throughout the production process. The
Company’s quality control is executed primarily in
accordance with relevant requirements of GMP quality
management system.

The Company has formulated a complete set of quality
inspection management standards covering traditional
Chinese medical materials, auxiliary ingredients, packaging
materials, semi-finished and finished products, and sets
out requirements on various test objects, test methods
and test contents. During the year, the Company had no
products recall due to quality.

Meanwhile, the Company carried out advertisement
promotion in accordance with the law, further safeguarded
the rights and interests of consumers, ensured the legal
compliance of the Company’s advertisement promotion
and stringently prohibited any acts that would cause
damage to the image of the Company and the brand, such
as illegal advertisements.
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Anti-corruption

All of the Group’s operations are in compliance with local
and national legislation on standards of conduct, such as
with the Prevention of Bribery Ordinance in Hong Kong
and relevant legislation on anti-corruption and bribery in
mainland China.

The Group requires employees to strictly conform to
code of business ethics and forbids any corruption bribe
behavior as stipulated in the employment contracts.
In case of any conflict of interest, it must be reported
to the Group’s management immediately. Employees,
who engage in business operations and represent the
Company’s professional image, are strictly prohibited to
use business opportunities or power for personal interest
or benefit.

COMMUNITY

8.

Community Investment

The Group always seeks to become a positive momentum
in the communities in which it operates and maintains
close communications and interactions with the
communities in order to contribute to local development.

The Group believes that the creation of a beautiful and
peaceful community relies on the cooperation of people,
corporations and the government. By working together
with various community partners, the Group believes
it can bring a tremendous impact on the sustainable
development of the communities in which it operates.

The Group will also actively encourage the staff to
volunteer their time and skills to benefit local communities.
It provides the employees with the opportunities to explore
more issues of the society and environment and reinforce
the Group’s corporate values.
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INDEPENDENT AUDITOR’S REPORT TO THE
MEMBERS OF JILIN PROVINCE HUINAN
CHANGLONG BIO-PHARMACY COMPANY
LIMITED

(a joint stock limited company incorporated in the People’s Republic
of China with limited liability)

OPINION

We have audited the consolidated financial statements of Jilin
Province Huinan Changlong Bio-pharmacy Company Limited (“the
Company”) and its subsidiaries (“the Group”) set out on pages 45
to 116, which comprise the consolidated balance sheet as at 31
December 2017, the 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 2017, 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.
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BASIS OF 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.

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 opinion thereon, and we do
not provide a separate opinion on these matters.

Key audit matters identified in our audit are summarised as follows:

° Impairment of trade receivables

° Impairment of the unlisted financial instruments

Jilin Province Huinan Changlong Bio-pharmacy Company Limited
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KEY AUDIT MATTERS (continued)

Impairment of trade receivables

Refer to Note 3 (critical accounting estimates and judgements) and
Note 24 (trade receivables) to the consolidated financial statements
for the related disclosures.

As at 31 December 2017, gross trade receivables of the Group
amounted to RMB311 million, which accounted for approximately
25% of the Group’s total assets. The provision for impairment of trade
receivables amounted to RMB66 million, all of which was attributable
to customers located in China.

The management performed periodic credit monitoring, which
included the review of customers’ credit worthiness, collection
of outstanding balances and individual credit terms. If there are
indicators that the receivables are impaired, the management would
make appropriate provision.

We focused on this area due to the magnitude of the receivables and
the estimation and judgement involved in the determination of the
recoverable amounts of trade receivables.

How our audit addressed the Key Audit Matter
Our audit procedures in relation to the management’s assessment on
recoverability of trade receivables included:

- Understood and validated the credit control procedures
performed by the management, including its procedures
on periodic review on aged receivables and assessment on
recoverability of these receivables;

- Evaluating the management’s impairment assessment of trade
receivables;

- Tested on a sample basis, the accuracy of ageing profile on
trade receivables by checking to the underlying sales invoices;
and

— Tested subsequent settlement of trade receivables balances.
Where settlement had not been received subsequent to the
year end for those unprovided aged receivables beyond the
credit period as at year end, we obtained the management’s
assessment on the recoverability of these debts and
corroborated explanations with historical settlement pattern and
underlying correspondence with the relevant customers.

Based upon the above, we are satisfied that the estimation and
judgement made by the management in respect of the collectability of
receivables were supportable by the available evidence.
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KEY AUDIT MATTERS (continued)

Impairment of the unlisted financial instruments

Refer to Note 23 (available-for-sale financial assets) to the
consolidated financial statements for related disclosure.

As at 31 December 2017, the Group held interest in certain unlisted
investment funds of RMB483 million which have been classified as
available-for-sale financial assets and are measured at cost less
impairment.

The management conducted periodic review on the market values
of those unlisted investment funds. If there are any indicators that
the financial instruments are impaired, the management would make
provision against individual balances with reference to the market
values.

We focused on this area because the total carrying value of these
financial instruments is 48% of the Group’s net assets value which is
considered significant.

How our audit addressed the Key Audit Matter
Our audit procedures in relation to the management’s assessment on
the existence of impairment indictors included:

- We reviewed relevant documents to understand the key terms of
the investment contracts;

— We conducted interviews with responsible officers of the banks
for validating the existence of those contracts and their major
terms;

- We obtained confirmations of the instruments’ market values as
at 31 December 2017 directly from the banks; and

- We checked to the subsequent disposal made after year end of
instruments valued at RMB100 million of the unlisted investment
funds

Based upon the above, we are satisfied that the assessment made
by the management in respect of the non-existence of impairment
indicators of the financial instrument value at the year end was
reasonable.
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OTHER INFORMATION

The directors of the Company are responsible for the other
information. The other information comprises all of the information
included in the annual report other than 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 and will 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 identified above
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 of the Company 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 liquidate the Group or to cease operations, or have no
realistic alternative but to do so.

Those charged with governance is responsible for overseeing the
Group’s financial reporting process.

21/F, Tai Yau Building, EAET
181 Johnston Road, HE1815%
Wanchai, Hong Kong RERE211E

HtfE R

BERAREFAHEMERASE - HBUERBREF
BARMAES  BETEEGESFBHRE RN
VX BIED RS

BPSGRAMBRRANBLAL TREEMESR
BRI HZEEME R BEREMEANERS

A
A ©

‘marMEsRaMBHRRNET  HMANEER
FEEMEES @ FLBRET  ZREMEERS
B AMBRRARMERTBETHATHROB
AEEEREBLE AT FEEAERRANTE

ERRAERITOHIIE - MREMRBREMER
FEEAHERRL  AMNFTEHREXFE - &8
TH - HBFPEAERRE

EERAEEREVMBRRARE
HEE

BERAIEEREAERBEBESMASHEMDN
(BARHBHREEL)REFBSRTUEPDE K ER
EREEEMTENGRAMBERE  YHERR
REFREVBRROBE T FERRRFFHER
MBHEERERRATFOALESEE -

ERBEeMBRERE  EEREFHERER
BN YTEERABATHRERSELE
BRNEER  UREAFECERGTER Kk
FEEEEREEEFRIUZILRZE  HHIER
ERNERTE -

REERAREEEEREMNMBERERRE -

TG B REL (L EERNERAR]
ZE—tFFR

41



INDEPENDENT AUDITOR’S REPORT

42

BAZBMBRESE

.‘ REANDA

Reanda Lau & Au Yeung (HK) CPA Limited

NRZZNERE(FB)EEHENSHABRAE

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, 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 scepticism
throughout the audit. We also:

° 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.

° 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.

° Evaluate the appropriateness of accounting policies used
and the reasonableness of accounting estimates and related
disclosures made by the directors.

Jilin Province Huinan Changlong Bio-pharmacy Company Limited
ANNUAL REPORT 2017
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INDEPENDENT AUDITOR’S REPORT
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Reanda Lau & Au Yeung (HK) CPA Limited
FREZEIEKR(HE)E

TR SFAARRAE

AUDITOR’S RESPONSIBILITIES FOR THE
AUDIT OF THE CONSOLIDATED FINANCIAL
STATEMENTS (continued)

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.
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Reanda Lau & Au Yeung (HK) CPA Limited

NRZZNERE(FB)EEHENSHABRAE

AUDITOR’S RESPONSIBILITIES FOR THE
AUDIT OF THE CONSOLIDATED FINANCIAL
STATEMENTS (continued)

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.

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.

The engagement partner on the audit resulting in this independent

auditor’s report is Yu Kwong Man.

Reanda Lau & Au Yeung (HK) CPA Limited
Certified Public Accountants

Yu Kwong Man
Director
Practising Certificate number P04645

Hong Kong, 29 March 2018

Jilin Province Huinan Changlong Bio-pharmacy Company Limited
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CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME

meEBmRkHMEEKER

For the year ended 31 December 2017
HBE—F—+F+ A=+ HILFEZ

(Expressed in Renminbi)

(UARBEZT)
2017 2016
—E—+tF —E—RF
Notes RMB’000 RMB’000
HtaE AR%ET ARET T
Revenue WA 4 645,303 654,119
Cost of sales SHES AR (114,250) (135,266)
Gross profit E7 531,053 518,853
Other income HAad A 6 24,008 15,635
Other gains H iz 7 - 500
Distribution and selling costs DIHRIBER (335,128) (827,202)
Administrative expenses G (47,165) (40,400)
Profit from operations 4RSS A 172,768 167,386
Finance costs BhE AR 8 - (101)
Profit before income tax KR BT 15 554 Al aa A1) 9 172,768 167,285
Income tax expense FRSBisz i 10(a) (28,366) (24,615)
Profit for the year R [ i A 144,402 142,670
Other comprehensive income Hih 2 mEUes _ _
Total comprehensive income for the year ZFE2HE A5 144,402 142,670
Profit attributable to: BAT EE(REF
Owners of the Company ViNINETE Z DN 144,402 142,670
Total comprehensive income BT G2 E RS
attributable to: g
Owners of the Company ViN/NETEZ P =N 144,402 142,670
Earnings per share BRAF
— Basic (RMB cents) —EAR(ARED) 11 25.77 25.47

The accompanying notes form an integral part of these consolidated — B&lf Z fiisE B AR A M SRR EE 2 — 2D °
financial statements.
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CONSOLIDATED BALANCE SHEET
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mMEEEREX
As at 31 December 2017
R-FE—+F+A=+—H
(Expressed in Renminbi)

(UAREZTR)
2017 2016
—E—+F —E—RF
Notes RMB’000 RMB’000
Mt AR¥FT T ARETIT
ASSETS AND LIABILITIES EEREE
Non-current assets FREBEE
Bearer biological assets TR EMEE 16 11,440 10,844
Property, plant and equipment ME - BENKEE 17 166,133 172,672
Prepaid land lease payments LS 18 15,520 15,974
Construction in progress EEITR 19 44,127 23,271
Intangible assets EWEE 21 - -
Deferred tax assets RIEFIHE E 31 316 =
237,536 222,761
Current assets REEE
Inventories =7g 22 50,722 26,055
Trade receivables TEUE ZEER 24 244,855 269,703
Other receivables, deposits HEpEWERIE -« 518 &
and prepayments TR IR 25 108,577 93,005
Loans receivables U E R 26 2,500 5,000
Prepaid land lease payments At A S 18 454 454
Available-for-sale financial assets A EMBEE 23 483,000 303,540
Cash and cash equivalents HERAESZEREY 27 110,428 154,738
1,000,536 852,495
Current liabilities nEaE
Trade payables B2 SRR 28 35,201 31,698
Other payables, deposits received HuERFRIE - B
and accruals e NESTER 111,697 105,413
Deferred income IEFEHA 30 1,789 1,949
Income tax payable B PTEHR 27,380 20,120
Other tax payables H A fE R IE 21,236 18,853
Loans from government authority BT # A B R 29 1,333 697
Dividend payable FERIAR B 1,447 1,468
200,083 180,198
Net current assets REBEEFE 800,453 672,297
Total assets less current liabilities BEERRBAR 1,037,989 895,058

Jilin Province Huinan Changlong Bio-pharmacy Company Limited

ANNUAL REPORT 2017



CONSOLIDATED BALANCE SHEET

mMEEEREX
As at 31 December 2017
R-FE—+F+A=+—H
(Expressed in Renminbi)

(AARIEZ2T)
2017 2016
—E—tF —TREF
Notes RMB’000 RMB’000
Mt AR¥ T ARETIT
Non-current liabilities FknRBERE
Loans from government authority BT # R E R 29 1,637 2,273
Deferred income JRIEUT A 30 25,325 25,914
Deferred tax liabilities FEERIEEE 31 - 246
26,962 28,433
Net assets EEEE 1,011,027 866,625
EQUITY ATTRIBUTABLE TO OWNERS AR R#E AEWL
OF THE COMPANY =
Share capital R 7R 32 56,025 56,025
Reserves i 955,002 810,600
Total equity RSB 1,011,027 866,625

These consolidated financial statements were approved and #EGaWBHREAN_ZE-—N\F=A_T+LBEE

authorised for issue by the board of directors on 29 March 2018. EEgHEREERM -
ZHANG HONG ZHAO BAO GANG
[EI i
Director Director
o E

The accompanying notes form an integral part of these consolidated — B&lf < fif sE B AR A M SRR BLE 2 — 2D °
financial statements.

EHRARERRELEEROERAT 47
—FLEER



CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

Al 3L 4
mERREHR
For the year ended 31 December 2017
BE_F—+F 1T _H=1—HIFEF
(Expressed in Renminbi)

(UARBEZT)
Statutory
Share Share surplus Retained
capital premium reserve profits Total
N RGBE ZERBRE REEF @t
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
ARETR AR¥Tn AR¥Tz AR%Tz AR%T=n
(Note 32)  (Note 33(b)(i)) (Note 33(b)(i))
(Hi#32)  (Wi#a3m)) (33w
Balance at 1 January 2016 RZEB—NFE—F—H & 56,025 51,098 33,242 583,590 723,955
Comprehensive income 2E K
Profit for the year KEEEH - - - 142,670 142,670
Other comprehensive income Hi 2 E kS - - - - -
Total comprehensive income gl Gy - - - 142,670 142,670
Transactions with owners N E AT ]
Appropriation to statutory BB AT R E

surplus reserve - - - = -

At 31 December 2016 RZB—RE+ZA=1+—A 56,025 51,098 33,242 726,260 866,625
Balance at 1 January 2017 R_E—+F—A—HZ&% 56,025 51,098 33,242 726,260 866,625
Comprehensive income ZHUNE

Profit for the year REZEF - - - 144,402 144,402
Other comprehensive income Hit2EhzE - - - - _
Total comprehensive income FHNGEEE - - - 144,402 144,402
Transactions with owners BREZR S

Appropriation to statutory BREECRSRGHE

surplus reserve - - - - -

At 31 December 2017 RZE—+E+-A=+-H 56,025 51,098 33,242 870,662 1,011,027

The accompanying notes form an integral part of these consolidated — B&lf < fiisE B AR A M FSIRERBLE 2 —2D °
financial statements.
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CONSOLIDATED STATEMENT OF CASH FLOWS

AN ==
mERERER
For the year ended 31 December 2017
BE_F—+F 1T _H=1—HIFEF
(Expressed in Renminbi)

(AARKEZETR)
2017 2016
—E—tF —E—RE
Notes RMB’000 RMB’000
o3 ARETR ARET T
Cash from operating activities RETHELE2HS
Profit before income tax BET B AR A 172,768 167,285
Adjustments for: FHEIFE
Interest income A2 U A 6 (2,746) (5,222)
Yield gain on available-for-sale financial assets Al E BT 75 4 ol S ek 6 (10,555) (2,837)
Provision for impairment of trade receivables WS 5 AR FUR B R 9 24,698 8,286
Provision for impairment of other receivables H B U B R E B 9 - 95
Provision for obsolete and slow-moving BERBEEERE
inventories 9 179 -
Interest expenses FEF M 8 - 101
Write off of slow-moving inventories Vukislaa=t ik g - 1,558
Write off of bearer biological assets TR EYEEMH 9 - 499
Write off of construction in progress R TIRM e 9 - 8,537
Reversal of provision for impairment on W ETRE
loans receivables [o] 6 (2,500) (2,500)
Amortisation of intangible assets B EESH 9 - 659
Amortisation of prepaid land lease payments B L x5 B 5N 9 454 454
Depreciation of property, plant and equipment ¥ BERRENE 9 20,874 18,322
Loss on disposal of property, HEME  BEK
plant and equipment HEEE 9 - 12
Gain on disposal of subsidiary & —RB A Bl 7 - (500)
Government subsidies BT 6 (4,950) (102)
Recognition of deferred income HERIEEMA 6 (1,949) (3,849)
Operating cash flows before working HEESE BRI L
capital changes RemeE 196,273 190,798
(Increase)/decrease in inventories FE(EM) /R (24,846) 1,151
Decrease/(increase) in trade receivables JEAE SRR/ (3E0) 150 (65,916)
Increase in other receivables, deposits Hip eI  fTe K&
and prepayments T FRIBIE (15,572) (8,688)
Increase in trade payables &S 8 58RI 00 3,503 9,841
Increase in other payables, deposits received and ~ E BRI 7IE  BWGI &
accruals RIEET B R M 6,284 9,672
Increase in other tax payables H b SR IR N 2,383 5,158
Cash generated from operations MEXBEE /RS 168,175 141,916

EMEEEREACEEROHERAH
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CONSOLIDATED STATEMENT OF CASH FLOWS
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AN ==
mERERER

For the year ended 31 December 2017
BE_T—+F+_A=+—HIFE
(Expressed in Renminbi)

(UARBEZT)
2017 2016
—E—+tF —T—RE
Notes RMB’000 RMB 000
o3 ARBTR ARET T
Cash flows from operating activities BEHELECRERE
Cash generated from operations %« **%%EEZE&% 168,175 141,916
Income tax paid BEEEH (21,668) (17,992)
Interest paid 2RHE 8 - (101)
Net cash generated from operating activites K& EBEL2HELEE 146,507 128,823
Cash flows from investing activities REXBEL2RERE
Purchase of bearer biological assets BENCRENMEE 16 (596) (6,786)
Purchase of property, plant and equipment BEYE  BEIEE 17 (11,012) (8,622)
Purchase of construction in progress EERETR 19 (24,179) (4,649)
Purchase of available-for-sale financial assets BEHEERKEE 23 (960,000) (647,540)
Proceeds of disposal of a subsidiary HE—RIBARMEHIE 20a - 500
Proceeds from settlement of available-for-sale BRI E B EEME R
financial assets } 28 780,540 498,500
Decrease in loan receivables EWERURD 5,000 10,000
Interest received B U7 8 6 2,746 5,222
Yield gain on available-for-sale financial assets A4 B T A A SR 6 10,555 2,837
Net cash used in investing activities REXEFTARETE (196,946) (149,538)
Cash flows from financing activities MEERELZRERE
Proceeds from government subsidies BN R AL P 15 208 6,150 2,002
Repayment of bank borrowings ERFITER - (4,000)
Repayment of loans from government authority EEHTHEER 29 - (620)
Dividend paid ERRE (21) (33)
Net cash generated from/(used in) BMELKEE(FTH) 2
financing activities REBE 6,129 (2,651)
Net decrease in cash and RERASEENRD FE
cash equivalents (44,310) (28,366)
Cash and cash equivalents at beginning of year FH{BE&RBREEEY 154,738 183,104
Cash and cash equivalents at end of year FREASRBEEEY 110,428 154,738
Analysis of the balance of cash and BeRBESEENER I
cash equivalents
Cash and bank balances Be MRITHES 110,428 154,738

The accompanying notes form an integral part of these consolidated

financial statements.
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NOTES TO THE FINANCIAL STATEMENTS

B R R BT RE

(Expressed in Renminbi)
(UAREZT)

GENERAL INFORMATION

The Company was established as a state-owned enterprise
in the People’s Republic of China (the “PRC”) in 1989. On 29
December 1995, under the relevant provisions of the Company
Law of the PRC, the Company was re-organised from a
state-owned enterprise to a limited liability company. On 16
August 1996, with the approval of the Economic Restructuring
Commission of Jilin Province, the Company was further
converted into a joint stock limited company. On 20 April 1999,
the Company made a bonus issue from capitalisation of retained
profits in the proportion of one bonus share for every two
existing shares.

The Company’s H shares are listed on GEM of The Stock
Exchange of Hong Kong Limited (the “Stock Exchange”) on 24
May 2001.

The Company is principally engaged in the manufacture and
distribution of Chinese medicines and pharmaceutical products
in the PRC under the brand names of Changlong and Qing Tong.
The principal activities of the subsidiaries are set out in Note 20.

The legal address and the principal place of business of the
Company are disclosed in the corporate information section to
the annual report.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES

The principal accounting policies applied in the preparation
of these consolidated financial statements are set out below.
These policies have been consistently applied to all the years
presented, unless otherwise stated.

(a) Statement of compliance

These 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 Interpretation issued by the Hong Kong
Institute of Certified Public Accountants (“HKICPA”),
accounting principles generally accepted in Hong Kong,
applicable disclosure provisions of the Rules Governing
the Listing of Securities on the GEM of The Stock
Exchange of Hong Kong Limited (the “GEM Listing Rules”)
and the applicable requirements of the Hong Kong
Companies Ordinance.
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NOTES TO THE FINANCIAL STATEMENTS
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B R R BT RE

(Expressed in Renminbi)
(UAREZT)

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

(b) Basis of preparation

()

The consolidated financial statements have been prepared
under the historical cost convention, as modified by certain
biological assets measured at fair value.

The preparation of financial statements in conformity with
HKFRSs requires the use of certain critical accounting
estimates. It also requires the management to exercise
its judgement in the process of applying the Group’s
accounting policies. 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 3.

Changes in the accounting policy and disclosures
In the current year, the Group has applied the following
new and revised Standards, Amendments and
Interpretations (“new and revised HKFRSs”) issued by the
HKICPA that are effective for accounting periods beginning
on or after 1 January 2017.

Disclosure initiative
Income tax
Annual improvement HKFRSs 2014 - 2016 cycle

HKAS 7 (Amendments)
HKAS 12 (Amendments)
HKFRSs (Amendments)

HKAS 40 (Amendments) Transfer of Investment Property

The application of the new and revised HKFRSs in the
current year has had no material impact on the financial
performance and positions of the Company and the Group
for the current and prior years and/or on the disclosures
set out in these consolidated financial statements.

Jilin Province Huinan Changlong Bio-pharmacy Company Limited
ANNUAL REPORT 2017
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NOTES TO THE FINANCIAL STATEMENTS

B R R BT RE

(Expressed in Renminbi)
(UAREZT)

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

()

Changes in the accounting policy and disclosures
(continued)

New and amended standards have been issued
but are not effective for the financial year
beginning 1 January 2017 and have not been

early adopted

HKFRS 9 Financial instruments!

HKFRS 15 Revenue from contracts with customers'
HKFRS 16 Leases?

! Effective for annual periods beginning on or after 1 January 2018

2 Effective for annual periods beginning on or after 1 January 2019

The Group did not early adopt any of these new or revised
HKASs and HKFRSs, amendments and interpretation
to existing HKASs and HKFRSs. The management is
currently assessing the financial impact of these revisions
to the financial performance and positions of the Company
and the Group.
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B R R BT RE

(Expressed in Renminbi)
(UAREZT)

2. SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continued)

(d) Consolidation
A subsidiary is an entity (including a structured entity)
over which the Group has control. The Group controls
an entity when the Group is exposed to, 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. Subsidiaries are consolidated from the
date on which control is transferred to the Group. They are
deconsolidated from the date that control ceases.

(i) Business combination

The Group applies the acquisition method to account
for business combinations. The consideration
transferred for the acquisition of a subsidiary is the
fair values of the assets transferred, the liabilities
incurred to the former owners of the acquiree
and the equity interests issued by the Group. The
consideration transferred includes the fair value
of any asset or liability resulting from a contingent
consideration arrangement. Identifiable assets
acquired and liabilities and contingent liabilities
assumed in a business combination are measured
initially at their fair values at the acquisition date.
The Group recognises any non-controlling interest in
the acquiree on an acquisition-by-acquisition basis,
either at fair value or at the non-controlling interest’s
proportionate share of the recognised amounts of
acquiree’s identifiable net assets.
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NOTES TO THE FINANCIAL STATEMENTS

B R R BT RE

(Expressed in Renminbi)

(UARBZT)

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

(d) Consolidation (continued)

(i)

(ii)

Business combination (continued)
Acquisition-related costs are expensed as incurred.

If the business combination is achieved in stages,
the acquisition date carrying value of the acquirer’s
previously held equity interest in the acquiree is re-
measured to fair value at the acquisition date; any
gains or losses arising from such re-measurement
are recognised in profit or loss.

Any contingent consideration to be transferred
by the Group is recognised at fair value at the
acquisition date. Subsequent changes to the
fair value of the contingent consideration that is
deemed to be an asset or liability is recognised in
accordance with HKAS 39 either in profit or loss
or as a change to other comprehensive income.
Contingent consideration that is classified as equity
is not remeasured, and its subsequent settlement is
accounted for within equity.

Changes in ownership interests in subsidiaries
without change of control

Transactions with non-controlling interests that do
not result in loss of control are accounted for as
equity transactions — that is, as transactions with
the owners of the subsidiary in their capacity as
owners. The difference between fair value of any
consideration paid and the relevant share acquired
of the carrying value of net assets of the subsidiary
is recorded in equity. Gains or losses on disposals to
non-controlling interests are also recorded in equity.
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B R R BT RE

(Expressed in Renminbi)

(UARBZT)

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

(d) Consolidation (continued)

(iii)

(iv)

Disposal of subsidiaries

When the Group ceases to have control, any retained
interest in the entity is re-measured to its fair value
at the date when control is lost, with the change in
carrying amount recognised in profit or loss. The fair
value is the initial carrying amount for the purposes
of subsequently accounting for the retained interest
as an associate, joint venture or financial asset.
In addition, any amounts previously recognised
in other comprehensive income in respect of that
entity are accounted for as if the Group had directly
disposed of the related assets or liabilities. This may
mean that amounts previously recognised in other
comprehensive income are reclassified to profit or
loss.

Separate financial statements

Investment in subsidiaries are included in the
Company’s balance sheet at cost less impairment.
The results of subsidiaries are accounted for the
Company on the basis of dividends received and
receivables.

Impairment testing of the investment in subsidiaries
is required upon receiving dividends from these
investments if the dividend exceeds the total
comprehensive income of the subsidiary in the period
the dividend is declared or if the carrying amount of
the investment in the separate financial statements
exceeds the carrying amount in the consolidated
financial statements of the investee’s net assets
including goodwill.
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NOTES TO THE FINANCIAL STATEMENTS

B R R BT RE

(Expressed in Renminbi)
(UAREZT)

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

(e)

(f)

Biological assets
Biological assets are living animals and plants managed
by the Group which is involved in the agricultural activities
of the transformation of biological assets for sale or into
agricultural product.

Biological assets are measured at fair value less estimated
point-of-sale costs at initial recognition and at each
balance sheet date. The fair value of these biological
assets is determined based on active market prices in the
local market with reference to comparable age, breed and
genetic merit. The gain or loss arising on initial recognition
and subsequent changes in fair values less estimated
point-of-sale costs of biological assets is recognised in
profit or loss in the period in which it arise. Biological
assets that are in the stage of cultivation or do not have
a quoted market price in an active market and whose fair
value cannot be reliably measured are recognised in the
balance sheet at cost less any impairment losses.

Property, plant and equipment

Property, plant and equipment is stated at historical
cost less accumulated depreciation and any impairment
losses. Historical cost includes expenditure that is directly
attributable to the acquisition of the items. Subsequent
costs are included in the assets 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 charged to the consolidated statement of profit or
loss and other comprehensive income during the financial
period in which they are incurred.

Depreciation is calculated using the straight-line method
to allocate their costs or revalued amounts to their residual
value over their estimated useful lives. The assets’ residual
values and useful lives are reviewed, and adjusted if
appropriate, at the end of each reporting period. The
principal annual rates are as follows:

Buildings 10 to 30 years
Plant and machinery 6 years
Transportation equipment 8 years
Furniture, fixtures and equipment 5 years
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B R R BT RE

(Expressed in Renminbi)
(UAREZT)

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

(f)

(9)

(h)

Property, plant and equipment (continued)

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.

Gain or loss on the disposal are determined by comparing
the proceeds with the carrying amount and are recognised
in the consolidated statement of profit or loss and other
comprehensive income.

Transfer from property, plant and equipment to
investment property carried at cost

The Group transfers a property from property, plant and
equipment to investment property when there is a change
of use to hold the property to earn rentals or/and for capital
appreciation rather than for its own use in the ordinary
course of business.

Investment property
Investment property is property held to earn rentals and/or
for capital appreciation.

Investment property is initially measured at cost, including
any directly attributable expenditure. Subsequent to
initial recognition, investment property is stated at
cost less subsequent accumulated depreciation and
any accumulated impairment losses. Depreciation is
recognised so as to write off the cost of investment
properties over their estimated useful lives using the
straight-line method.

An investment property is derecognised upon disposal
or when the investment property is permanently
withdrawn from use and no future economic benefits are
expected from its disposals. Any gain or loss arising on
derecognition of the property (calculated as the difference
between the net disposal proceeds and the carrying
amount of the asset) is included in the profit or loss in the
period in which the property is derecognised.
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NOTES TO THE FINANCIAL STATEMENTS

B R R BT RE

(Expressed in Renminbi)
(UAREZT)

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)
(i) Prepaid land lease payments
Prepaid land lease payments under operating leases
are initially stated at historical cost and subsequently
recognised on the straight-line basis over the lease terms.

(i) Construction in progress

Construction in progress represents buildings, plant and
equipment under construction and pending installation,
and is stated at historical cost less any impairment losses.
No depreciation is made on construction in progress until
such time as the relevant property, plants and equipment
are available for use. Cost comprises all construction
expenditure and other direct costs of construction.
Construction in progress is transferred to the appropriate
category of property, plant and equipment when the asset
being constructed becomes available to use.

(k) Intangible assets
(i) Purchased know-how and prescription
Purchased know-how and prescription are stated
at historical cost less accumulated amortisation and
impairment losses. Amortisation is charged on a
straight-line basis over their estimated useful lives,
which range from 5 to 12 years from the date of
commercial production. The estimated useful life and
amortisation method are reviewed at the end of each
balance sheet date, with the effect of any changes in
estimate being accounted for on a prospective basis.
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B R R BT RE

(Expressed in Renminbi)
(UAREZT)

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

(k)

()

Intangible assets (continued)

(ii) Research and development expenditure
Expenditure on research activities is recognised
as an expense in the financial period in which it is
incurred. Expenditure on development activities is
capitalised if the product or process is technically
and commercially feasible and the Group has
sufficient resources and the intention to complete
development. The expenditure capitalised includes
the costs of materials, direct labour, and appropriate
proportion of overheads and borrowing costs, where
applicable. Capitalised development costs are stated
at historical cost less accumulated amortisation
and impairment losses. Amortisation begins when
development is completed and the assets is
available for use. Other development expenditure is
recognised as an expense in the financial period in
which it is incurred.

(iii) Purchased in-process research and development
assets acquired through separate purchase
In-process research and development assets
acquired through separate purchase are recognised
as intangible assets at historical cost less
accumulated amortisation and impairment losses.

Amortisation and impairment assessment are
accounted for in a similar manner as internal
development expenditure set out in (ii) above.

Impairment of non-financial assets

Assets that have an indefinite useful life — for example,
goodwill or intangible assets not ready to use — are
not subject to amortisation and are tested annually for
impairment. Assets that are subject to amortisation are
reviewed for impairment whenever events or changes in
circumstances indicate that the carrying amount may not
be recoverable. An impairment loss is recognised for the
amount by which the asset’s carrying amount exceeds
its recoverable amount. The recoverable amount is the
higher of an asset’s fair value less costs to sell and value
in use. For the purpose of assessing impairment, assets
are grouped at the lowest levels for which there are
separately identifiable cash flows (cash-generating units).
Non-financial assets other than goodwill that suffered
an impairment are reviewed for possible reversal of the
impairment at each reporting date.
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NOTES TO THE FINANCIAL STATEMENTS

B R R BT RE

(Expressed in Renminbi)

(UARBZT)

2. SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continued)

(m) Inventories

Inventories are stated at the lower of cost and net
realisable value. Cost is determined using the weighted
average cost formula. The cost of finished goods and work
in progress comprises raw materials, direct labour, other
direct costs and related production overheads (based on
normal operating capacity). It excludes borrowing costs.
Net realisable value is the estimated selling price in the
ordinary course of business, less applicable variable selling

(n)

expenses.

Financial assets

Classification

The Group classifies its financial assets in the
following categories: at fair value through profit or
loss, loans and receivables, and available for sale.
The classification depends on the purpose for which
the financial assets were acquired. The management
determines the classification of its financial assets at
initial recognition.

(i)

(@)

(b)

Financial assets at fair value through profit
or loss

Financial assets at fair value through profit or
loss are financial assets held for trading. A
financial asset is classified in this category if
acquired principally for the purpose of selling in
the short term. Derivatives are also categorised
as held for trading unless they are designated
as hedges. Assets in this category are classified
as current assets if expected to be settled
within 12 months; otherwise, they are classified
as non-current.

Loans and receivables

Loans and receivables are non-derivative
financial assets with fixed or determinable
payments that are not quoted in an active
market. They are included in current assets,
except for the amounts that are settled or
expected to be settled more than 12 months
after the end of the reporting period. These are
classified as non-current assets. The Group’s
loans and receivables comprise “trade and
other receivables”, “loans receivables” and
“cash and cash equivalents” in the balance
sheet.
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B R R BT RE

(Expressed in Renminbi)

(UARBZT)

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

(n) Financial assets (continued)

(i)

(ii)

Classification (continued)

(c) Available-for-sale financial assets
Available-for-sale financial assets are non-
derivatives that are either designated in this
category or not classified in any of the other
categories. They are included in non-current
assets unless the investment matures or the
management intends to dispose of it within 12
months of the end of the reporting period.

Recognition and measurement

Regular way purchases and sales of financial assets
are recognised on the trade-date — the date on which
the Group commits to purchase or sell the asset.
Investments are initially recognised at fair value
plus transaction costs for all financial assets not
carried at fair value through profit or loss. Financial
assets carried at fair value through profit or loss
are initially recognised at fair value, and transaction
costs are expensed in the income statement.
Financial assets are derecognised when the rights
to receive cash flows from the investments have
expired or have been transferred and the Group
has transferred substantially all risks and rewards
of ownership. Available-for-sale financial assets and
financial assets at fair value through profit or loss
are subsequently carried at fair value. Loans and
receivables are subsequently carried at amortised
cost using the effective interest method.

When securities classified as available-for-sale
are sold or impaired, the accumulated fair value
adjustments recognised in equity are included in the
consolidated statement of profit or loss as “gains and
losses from investment securities”.

Interest on available-for-sale securities calculated
using the effective interest method is recognised in
the consolidated statement of profit or loss as part of
other income. Dividends on available-for-sale equity
instruments are recognised in the consolidated
statement of profit or loss as part of other income
when the Group’s right to receive payments is
established.

Jilin Province Huinan Changlong Bio-pharmacy Company Limited
ANNUAL REPORT 2017

2.

BAEHBREMEGE)
(n) BBEEE)
() #EHE)
(c) AIRLEHFEE
A i 1 BB A EE B IR
6 5 8 Lt X B 3R 3 4%
EAEME B EE

(ii)

BRIMENTETR - &
FREF MR ERE
FRBEHREST+ =
EARAHLEERERE
BRI EEER A
MBEENA °

ERR T2
CTHREEMKEERR SR
(AR EEAFEEZEE L
BH)ERR - REMNIRA
FEMEIFEBBRRAFE
AHEZHBEMBEEZRZK
AHER - BBBERE A FER
BZHBEENTRAFERT
B XPRARERZME -
MBEERBRERIBA LR
EZENERKCEEBEAR
SECHEBHARE 2N
oy B o) g By A% LR AR o AT
EVBEENEBRERAT
B EZHBEERLRARTF
BFt & - BERRERFRER
12 B B A &K DA 55 B AR 5
o

BEERDBERTHEE CESE
HE SRR BRBER - R ERE
R B A FEREFAEE
BERZ [ REREFFZWK
wmRERE] -

BRERNKEFEZAHEE
BEMEREABRRERRS
HWA—& 0 - A ER
AT A2 RSN 5 B YUK
TR ENEEIEN RS8R
RIERREAMBA—ERD



NOTES TO THE FINANCIAL STATEMENTS

B R R BT RE

(Expressed in Renminbi)
(UAREZT)

2. SUMMARY OF SIGNIFICANT ACCOUNTING 2.
POLICIES (continued)

BEAETHBERBE (&)

The Group assesses at the end of each reporting
period whether there is objective evidence that
a financial asset or a group of financial assets is
impaired. A financial asset or a group of financial
assets is impaired and impairment losses are
incurred only if there is objective evidence of
impairment as a result of one or more events that
occurred after the initial recognition of the asset (a
“loss event”) and that loss event (or events) has an
impact on the estimated future cash flows of the
financial asset or group of financial assets that can
be reliably estimated.

Evidence of impairment may include indications that
the debtors or a group of debtors is experiencing
significant financial difficulty, default or delinquency
in interest or principal payments, the probability
that they will enter bankruptcy or other financial
reorganisation, and where observable data indicate
that there is a measurable decrease in the estimated
future cash flows, such as changes in arrears or
economic conditions that correlate with defaults.

For loans and receivables category, the amount of
the loss is measured as the difference between the
asset’s carrying amount and the present value of
estimated future cash flows (excluding future credit
losses that have not been incurred) discounted at
the financial asset’s original effective interest rate.
The carrying amount of the asset is reduced and the
amount of the loss is recognised in the consolidated
statement of profit or loss. If a loan or held-to-
maturity investment has a variable interest rate, the
discount rate for measuring any impairment loss
is the current effective interest rate determined
under the contract. As a practical expedient, the
Group may measure impairment on the basis of an
instrument’s fair value using an observable market
price.

(n) Financial assets (continued) (n) MKEEGE)
(iii) Impairment of financial assets (i) BIBREERE
Assets carried at amortised cost KBS R~ B
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B R R BT RE

(Expressed in Renminbi)

(UARBZT)

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

(n) Financial assets (continued)

(iii)

(iv)

Impairment of financial assets (continued)
Assets carried at amortised cost (continued)

If, in a subsequent period, the amount of the
impairment loss decreases and the decrease can
be related objectively to an event occurring after the
impairment was recognised (such as an improvement
in the debtor’s credit rating), the reversal of the
previously recognised impairment loss is recognised
in the consolidated statement of profit or loss.

Impairment testing of trade and other receivables is
described in note 3b.

Assets classified as available-for-sale

The Group assesses at the end of each reporting
period whether there is objective evidence that
a financial asset or a group of financial assets is
impaired. For debt securities, the Group uses the
criteria refer to (a) above. In the case of equity
investments classified as available-for-sale, a
significant or prolonged decline in the fair value of
the security below its cost is also evidence that the
assets are impaired. If any such evidence exists for
available-for-sale financial assets, the cumulative
loss — measured as the difference between the
acquisition cost and the current fair value, less any
impairment loss on that financial asset previously
recognised in consolidated profit or loss is removed
from equity and recognised in the consolidated
profit or loss. Impairment losses recognised in
the consolidated statement of profit or loss on
equity instruments are not reversed through the
consolidated statement of profit or loss. If, in a
subsequent period, the fair value of a debt instrument
classified as available-for-sale increases and the
increase can be objectively related to an event
occurring after the impairment loss was recognised
in consolidated profit or loss, the impairment loss is
reversed through the consolidated statement of profit
or loss.
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NOTES TO THE FINANCIAL STATEMENTS

B R R BT RE

(Expressed in Renminbi)
(UAREZT)

2. SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continued)

(o) Cash and cash equivalents
In the consolidated statement of cash flows, cash and
cash equivalents include cash in hand, deposits held at call
with banks, and other short-term highly liquid investments
with original maturities of three months or less, and bank
overdrafts. In the consolidated and entity balance sheet,
bank overdrafts are shown within “bank borrowings” in
current liabilities.

(p) Current and deferred income tax

The tax expense for the period comprises current and
deferred tax. Tax is recognised in the consolidated
statement of profit or loss, except to the extent that
it relates to items recognised in consolidated other
comprehensive income or directly in equity. In this
case, the tax is also recognised in consolidated other
comprehensive income or directly in equity, respectively.

The current income tax charge is calculated on the basis
of the tax laws enacted or substantively enacted at the
balance sheet date in the countries where the Company
and its subsidiaries operate and generate taxable income.
The management periodically evaluates positions taken in
tax returns with respect to situations in which applicable
tax regulation is subject to interpretation. It establishes
provisions where appropriate on the basis of amounts
expected to be paid to the tax authorities.

Deferred income tax is recognised, using the liability
method, on temporary differences arising between the tax
bases of assets and liabilities and their carrying amounts in
the consolidated financial statements. However, deferred
tax liabilities are not recognised if they arise from the
initial recognition of goodwill, the deferred income tax is
not accounted for if it arises from initial recognition of an
asset or liability in a transaction other than a business
combination that at the time of the transaction affects
neither accounting nor taxable profit or loss. Deferred
income tax is determined using tax rates (or laws) that
have been enacted or substantially enacted by the balance
sheet date and are expected to apply when the related
deferred income tax asset is realised or the deferred
income tax liability is settled.
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B R R BT RE

(Expressed in Renminbi)
(UAREZT)

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

(9)]

(@)

Current and deferred income tax (continued)
Deferred income tax assets are recognised only to the
extent that it is probable that future taxable profit will be
available against which the temporary differences can be
utilised.

Deferred income tax assets and liabilities are offset when
there is a legally enforceable right to offset current tax
assets against current tax liabilities and when the deferred
income taxes assets and liabilities relate to income
taxes levied by the same taxation authority on either the
taxable entity or different taxable entities where there is an
intention to settle the balances on a net basis.

Provisions

Provisions for environmental restoration, restructuring
costs and legal claims are recognised when: the Group
has a present legal or constructive obligation as a result
of past events; it is probable that an outflow of resource
will be required to settle the obligation; and the amount
has been reliably estimated. Restructuring provisions
comprised lease termination penalties and employee
termination payments. Provisions are not recognised for
future operating losses.

Where there are a number of similar obligations, the
likelihood that an outflow will be required in settlement is
determined by considering the class of obligations as a
whole. A provision is recognised even if the likelihood of an
outflow with respect to any one item included in the same
class of obligations may be small.

Provisions are measured at the present value of the
expenditures expected to be required to settle the
obligation using a pre-tax rate that reflects current market
assessments of the time value of money and the risks
specific to the obligation. The increase in the provision due
to passage of time is recognised as interest expense.
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NOTES TO THE FINANCIAL STATEMENTS

B R R BT RE

(Expressed in Renminbi)

(UARBZT)

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

(r) Foreign currency translation

(i)

(ii)

Functional and presentation currency

Iltems included in the financial statements of each
of the Group’s entities are measured using the
currency of the primary economic environment in
which the entity operates (the “functional currency”).
The financial statements are presented in Renminbi
(“BMB”), which is the Company’s functional and the
Group’s presentation currency.

Transactions and balances

Foreign currency transactions are translated into
the functional currency using the exchange rates
prevailing at the dates of the transactions or valuation
where items are re-measured. Foreign exchange
gains and losses resulting from the settlement of
such transactions and from the translation at year-
end exchange rates of monetary assets and liabilities
denominated in foreign currencies are recognised in
the consolidated statement of profit or loss, except
when deferred in equity as qualifying cash flow
hedges and qualifying net investment hedges.

Foreign exchange gains and losses that relate to
borrowings and cash and cash equivalents are
presented in the consolidated statement of profit
or loss within “finance income or cost”. All other
foreign exchange gains and losses are presented in
the consolidated statement of profit or loss income
statement within “other gains and/(losses)”. Currency
translation differences arising are recognised in
consolidated other comprehensive income.

Changes in the fair value of monetary securities
denominated in foreign currency classified as
available for sale are analysed between translation
differences resulting from changes in the amortised
cost of the security and other changes in the carrying
amount of the security. Translation differences
related to changes in amortised cost are recognised
in profit or loss, and other changes in carrying
amount are recognised in consolidated other
comprehensive income.
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B R R BT RE

(Expressed in Renminbi)

(UARBZT)

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

(r) Foreign currency translation (continued)

(ii)

(iii)

Transactions and balances (continued)
Translation differences on non-monetary financial
assets and liabilities such as equities held at fair value
through profit or loss are recognised in consolidated
profit or loss as part of the fair value gain or loss.
Translation differences on non-monetary financial
assets, such as equities classified as available for
sale, are included in other comprehensive income.

Group companies

The results and financial position of all the group
entities (none of which has the currency of a
hyper-inflationary economy) that have a functional
currency different from the presentation currency are
translated into the presentation currency as follows:

(@) assets and liabilities for each balance sheet
presented are translated at the closing rate at
the date of that balance sheet;

(o) income and expenses for each statement
of profit or loss are translated at average
exchange rates (unless this average is not a
reasonable approximation of the cumulative
effect of the rates prevailing on the transaction
dates, in which case income and expenses are
translated at the dates of the transactions); and

(c) all resulting exchange differences are
recognised in other comprehensive income.

Goodwill and fair value adjustments arising on the
acquisition of a foreign entity are treated as assets
and liabilities of the foreign entity and translated at
the closing rate. Currency translation differences
arising are recognised in consolidated other
comprehensive income.
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NOTES TO THE FINANCIAL STATEMENTS

B R R BT RE

(Expressed in Renminbi)
(UAREZT)

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

(s)

(t)

Government grants

Grants from the PRC government are recognised at their
fair value where there is a reasonable assurance that the
grant will be received and the Group will comply with the
attached conditions.

Government grants relating to costs are deferred and
recognised in the consolidated statement of profit or loss
over the period necessary to match them with the costs
that they are intended to compensate.

Government grants relating to prepaid land lease payment
and intangible assets are included in non-current liabilities
as deferred income and are credited to the consolidated
statement of profit or loss and other comprehensive
income on a straight-line basis over the expected useful
lives of the related assets.

Employee benefits

(i) Employee leave entitlements
Employee entitlements to annual leave are recognized
when they accrue to employees. A provision is made
for the estimated liability for annual leave as a result
of services rendered by employees up to balance
sheet date.

Employee entitlements to sick leave and maternity
leave are not recognized until the time of leave.
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B R R BT RE

(Expressed in Renminbi)
(UAREZT)

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

(t)

(u)

(v)

Employee benefits (continued)

(ii) Pension obligations
The employees in Mainland China participate in
the defined contribution retirement plans managed
by the local government authorities whereby they
are required to contribute to the schemes at fixed
rates of the employees’ salary costs. The Group’s
contributions to these plans are charged to profit or
loss when incurred.

The Group has no obligations for the payment of the
retirement and other post-retirement benefits of staff
other than the contributions described above.

Borrowings

Borrowings are recognised initially at fair value, net of
transaction costs incurred. Borrowings are subsequently
carried at amortised cost; any difference between the
proceeds (net of transaction costs) and the redemption
value is recognised in the consolidated statement of profit
or loss and other comprehensive income over the period of
the borrowings using the effective interest method.

Fees paid on the establishment of loan facilities are
recognised as transaction costs of the loan to the extent
that it is probable that some or all of the facilities will be
drawn down. In this case, the fee is deferred until the
draw-down occurs. To the extent there is no evidence that
it is probable that some or all of the facility will be drawn
down, the fee is capitalised as a prepayment for liquidity
services and amortised over the period of the facility to
which it relates.

Borrowings are classified as current liabilities unless the
Group has an unconditional right to defer settlement of the
liability for at least 12 months after the end of the reporting
period.

Trade and other receivables

Trade receivables are amounts due from customers for
merchandise sold or services performed in the ordinary
course of business. Trade and other receivables are
recognised initially at fair value and subsequently
measured at amortised cost using the effective interest
method, less provision for impairment. If collection of trade
and other receivables is expected in one year or less (or in
the normal operating cycle of the business if longer), they
are classified as current assets. If not, they are presented
as non-current assets.
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NOTES TO THE FINANCIAL STATEMENTS

B R R BT RE

(Expressed in Renminbi)
(UAREZT)

2. SUMMARY OF SIGNIFICANT ACCOUNTING 2. EASHHRBME(E)
POLICIES (continued)

(w) Related parties (w) BEEAL
A party is considered to be related to the Group if: — BN TR R BB RAE - i
(@) the party is a person or a close member of that (@ ZIBUTATHEERH
person’s family and that person: & :
(i)  has control or joint control over the Group; (i) 22 1 S HE R I AN SR E
(i)  has significant influence over the Group; or (i) HARBEEEATE =X
(i) is a member of the key management personnel (i) ABAEEIAREEER
of the Group or of a parent of the Group; AMEZEEEKE :
(b) the party is an entity where any of the following (o) ZARFEUTHRENES :
conditions applies:
()  the entity and the Group are members of the i) ZEBRBEAEEEBR-—
same group (which means that each parent, SEMKE(AISEAR
subsidiary and fellow subsidiary is related to the al - M A F] K R & B
others); BA R E AR )
(i) one entity is an associate or joint venture of the (i) —EAEBAZ—EHHN
other entity (an associate or joint venture of a BAATHA SR (R
member of a group of which the other entity is BRE—SEHKE N
a member); ERARIREEME M
ZBE-—ERBRULSEN
KE)
(iiy  Both entities are joint ventures of the same third (i) MEEEYRR—
party; AHE SR
(iv) One entity is a joint venture of a third entity (iv) *1I,\‘§“7%%_Ef§“§i%
and the other entity is an associate of the third MeEErERS —EEB
party; RE=ZDEBNBZER
al
(v)  the entity is a post-employment benefit plan for (v) EZEE‘EEE$E Elpeat
the benefit of employees of either the Group or REBEBEBBHNEEDY
an entity related to the Group; E%Zﬂéﬁ&%ﬁ%
‘ENEtE
(vi) the entity controlled or jointly controlled by a (vi) ZZEiﬁff*()jBﬁﬁ§%ﬂJﬂﬁj\
person identified in (a); and TRl Sk R
(vii) a person identified in (a)(i) has significant (viy R@O)FTHANEERESE
influence over the entity or is a member of the BAREMNATLT  IE
key management personnel of the entity (or of a ER(HERBHNELAA)
parent of the entity). BREEAEBNKER
S
Close members of the family of a person are those family HZ ATHAEREINRENXES = HE
members who may be expected to influence, or be MM ERE RS HETR SR - i‘ﬁﬁﬁ—f
influence by, that person in their dealings with the entity. EEEERATHZZATEEN
RKEKE °
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B R R BT RE

(Expressed in Renminbi)
(UAREZT)

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

(x)

(v)

(2)

Revenue recognition

Revenue comprises the fair value of the consideration
received or receivable for the sale of goods and services
in the ordinary course of the Group’s activities. Revenue
is shown net of value-added tax, returns, rebates and
discounts and after eliminating sales with the Group.

The Group recognises revenue when the amount of
revenue can be reliably measured, it is probable that future
economic benefits will flow to the entity and when specific
criteria have been met for each of the Group’s activities
as described below. The Group bases its estimates on
historical results, taking into consideration the type of
customer, the type of transaction and the specifics of each
arrangement.

(i) Sales of goods
Sales revenue is recognised when the merchandise
is delivered and title has been passed to the
customers.

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

Trade and other payables

Trade payables are obligations to pay for goods or
services that have been acquired in the ordinary course of
business from suppliers. Trade payables are classified as
current liabilities if payment is due within one year or less
(or in the normal operating cycle of the business if longer).
If not, they are presented as non-current liabilities.

Segment reporting

Operating segments are reported in a manner consistent
with the internal reporting provided to the chief operating
decision-maker. The chief operating decision-maker, who
is responsible for allocating resources and assessing
performance of the operating segments, has been
identified as the executive directors that makes strategic
decisions.
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NOTES TO THE FINANCIAL STATEMENTS

B R R BT RE

(Expressed in Renminbi)
(UAREZT)

CRITICAL ACCOUNTING ESTIMATES AND
JUDGEMENTS

Estimates and judgements are continuously evaluated and are
based on historical experience and other factors, including
expectations of future events that are believed to be reasonable
under the circumstances.

The Group makes estimates and assumptions concerning the
future. The resulting accounting estimates will, by definition,
seldom equal the related actual results. The estimates and
assumptions that have a significant risk of causing a material
adjustment to the carrying amounts of assets and liabilities
within the next financial year are addressed below.

(@) Impairment of assets (other than trade and other
receivables)
The Group tests annually whether assets have suffered
any impairment in accordance with the accounting policy
stated in note 2(l). The recoverable amounts of cash-
generating units have been determined based on value-
in-use calculations. The value-in-use calculation requires
the Group to estimate the future cash flows expected to
arise from the cash-generating unit and a suitable discount
rate in order to calculate present value, which has been
prepared on the basis of the management’s assumptions
and estimates.

(b) Impairment of trade and other receivables

Provision for impairment of trade and other receivables
is made based on assessment of the recoverability of
trade receivables and other receivables. The identification
of doubtful debts requires the management judgement
and estimates. Where the actual outcome or expectation
in future is different from the original estimate, such
differences will impact the carrying value of trade
receivables and other receivables and doubtful debt
expenses/written back in the period in which the estimate
has been changed.

BASR S AT fh 5 K I

AET R A B S B T ARHE - LABEL
BREEMAR(BREERIBEATHESSE
B RS TRR) BRI ©

AEBEHRRIE L AT RRER - IEH

VERHEE  BRER  ELREHER
R - ABEARRART —MERF
ERHEEFABENREEFEHERHE
MR RBRREINAT o

(a) EERE(EREZRARHA
FE W R IR ERSM)
RBME2 (DR EET B - A&
BEeFRAREERT HEME R
SELSEM 2 ATRE S B AERE
BEEE - AT EEREER - &
SEFHFARSELEM 2 RRR
ERE LAEEZWRXRFER
BE - WHREBEEEENRR MM
FHAmEL o

(b) EWE SRR H{EWRKIER
e
JE UL & 55 B SR e L At B M SR IRDRL (B
BiBTHERKE SRR &M ER
AR A B YRR EED o R
AR 0 28 Bl 25K B TR T AR K R A
it EERERIARKEHRMRE
fBEt A F - ZEZEREBTERKES
AR R N L b W sk OR B B T (B R
RECKEMEGHFOBHENX
e o
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B R R BT RE

(Expressed in Renminbi)
(UAREZT)

3. CRITICAL ACCOUNTING ESTIMATES AND
JUDGEMENTS (continued)

(c) Estimation of useful lives of property, plant and
equipment and intangible assets
The Group’s management determines the estimated useful
lives and related depreciation or amortisation charges for
its property, plant and equipment and intangible assets.
This estimate is based on the historical experience of the
actual useful lives of property, plant and equipment and
purchase know-how and prescription of similar nature
and functions. It could change significantly as a result of
technical innovations and competitor actions in response
to severe industry cycles. Management will increase the
depreciation or amortisation charge where useful lives are
less than previously estimated lives, or it will write-off or
write-down technically obsolete or non-strategic assets
that have been abandoned or sold.

(d) Income taxes

The Company is subject to income tax in the PRC.
Significant judgement is required in determining the
provision for income tax. There are many transactions
and calculations for which the ultimate tax determination
is uncertain. The Company recognises liabilities for
anticipated tax audit issues based on estimates of whether
additional taxes will be due. Where the final tax outcome
of these matters is different from the amounts that were
initially recorded, such differences will impact the current
and deferred income tax assets and liabilities in the period
in which such determination is made.

4. REVENUE
The principal activities of the Group are manufacture and
distribution of Chinese medicines and pharmaceutical products.
Revenue represents the invoiced value of merchandise sold less
allowances for returns, discounts, value-added tax and other
sales related taxes.

3.

B ETHh et & M ()

(c)

(d)

LN

¥ BERRBUARELEE
A ERAEH 2 k5t
AEEZEREEEENE  BE
REBAREBTEE Gt B F
MR AT E A o thfhE
TIRBME RINEEMIEHN I - K
ERhFRBARBENRIMMET 2
ERAAFHNNEEREL - %
MelmhBEFEFRARRETER
HIREB MR 2 TR A RE B BT A
ERNE - WA AFEHIRERG
STHEH - EIRE MBI E RS
HRX  BEEENAUEHECREER
HEMRM EBREZEEHIFR
% & EE T DA BH SOHURL ©

P&t
RRARAHANPEZFAFHR - RE
EMRHEERAELEXRHE
RRARBRZ REEERKREALZ
R 5 KR8 - RABRRERIEAHR
HEREHZBER B2ERESR
HIRBINEBBR B2 TEA - % F
FEHZERBRBERENTLEZ
TRTRE BHEZERATZEELE
EZHEAZ A RRLEREHE
ERARE-

AEBZTBEXBRRERDHETERE
BES - WAEHEEERNWERE IO
BEBREE il MEBRLEMEE
HRAH AN SR

2017 2016
—E—tF —TRE
RMB’000 RMB’000

AR®F T ARBET T

Sales of Chinese medicines and Rz Ky B BEEE N E
pharmaceutical products

645,303 654,119
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(Expressed in Renminbi)
(UAREZT)

SEGMENT INFORMATION

Segment information

Information reported to the Executive Directors of the Company,
being the chief operating decision-makers (“CODM”), for the
purpose of resource allocation and assessment of segment
performance focuses on type of goods delivered.

The executive directors have identified that, the Group has only
one reportable operating segment, which is the manufacture
and distribution of Chinese medicines and pharmaceutical
products in the PRC. Since this is the only reportable operating
segment of the Group, no further operating segment analysis
thereof is presented.

Geographical information

In addition, the Group’s revenue, expenses, results, assets and
liabilities and capital expenditures are predominantly attributable
to a single geographical region, which is the PRC. Therefore, no
analysis by geographical regions is presented.

Information about major customers

There is no revenue from customers for the years ended 31
December 2017 and 2016 contributed over 10% of the total
operating revenue of the Group.

D EE R
AEBEHR A ENEENARNATE
£ DEEEERFA(TEEERE
A)) - RERHERFESERR2HS
FER -

WITESERNAEEES — @7 2HE
S Eb o T axME— 20 B B ELE A 2 35
REREEER - ANENBAAREE
B —ER2/EL08 - Bt - WE2
WEE—TRED DN °

i EE R

AN REBRHKA - BX - £5  BE
LEBEUAREARBAY @AM REE—H
& - BNhE o Eit - W2 MR DA o

FHEFEEFZEH
BHE_ZEZ—t&k-_ZT—XF+=-A
=+—HLEFE  WEREBEF ZWAML
AEFEBEBWABREI10% °

OTHER INCOME Hitglg A
2017 2016
—E—+tF —E—RF
Notes RMB’000 RMB’000
HtaE AR%ET R ARETTT
Recovery of bad debts previously Wz =] 2 H g 22 BR
written off 16 -
Bank interest income FRITH EWA 2,356 1,406
Government subsidies (Note) A EL (A7 aE) 4,950 102
Recognition of deferred income TERIEFE YW A 30 1,949 3,849
Interest income on loans receivables  FEUE A 2 U A 390 3,816
Yield gain on available-for-sale A EMSEE
financial assets o] 7R Uk 7= 10,555 2,837
Reversal of provision for impairment & i & 2R 8 1 {5 [ ¢
of loans receivables 26 2,500 2,500
Others Hip 1,292 1,125
24,008 15,635

Note: During the year ended 31 December 2017 and 2016, the Group received
subsidies from various local municipal government bodies in the PRC,
which aimed at the general financing of the business and technology
development of the Group.

Wit - RBE-ZT—tFR-T—R"F+_A=+—
BIEFE @ AEBRS T BERR M G ™BAT#
BONER - EEAAEEMEL KT ER
H—REES -

TG B REL(CEERNERAR]
—T—tFFR
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2017
—E-t%F

RMB’000
AR®TRT

2017

—E—tF
RMB’000
AR¥FR
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B R R BT RE

(Expressed in Renminbi)

(UARKEZT)
9. PROFIT BEFORE INCOME TAX 9. BRETERAIER
2017 2016
—E—tHF —E—RF
Notes RMB’000 RMB’000
HtaF ARBT T ARYEFIT
Profit before income tax for the year is AN GF FE R AT SR Al g A
arrived at after charging:— EMRTEIEIE : —
Cost of inventories sold (excluding BEHEFEXRA(TE
additional provision for, and write off of T35 188 N8 45 R B
obsolete and slow-moving inventories) BREE N HIEE) 105,023 127,856
Provision for obsolete and slow-moving BEEN R ERE
inventories 22 179 =
Write off of bearer biological assets DL B EE EMEH 16 - 499
Write off of slow-moving inventories ESH1T EsE 22 - 1,558
Write off of construction in progress EETIEMEE 19 - 8,537
Impairment loss on trade receivables FEWE 5 R 2 R E
B 24 24,698 8,286
Impairment loss on other receivables, Hh EUGRIE « 5]
deposit and prepayment MIEMFIEZ
REEE 25 - 95
Auditor’s remuneration:— ZHEME - —
Provision for the year FNRE 277 274
Amortisation of intangible assets BB Y
(included in cost of sales) BIASHERKA) 21 - 659
Research and development cost T EE AR 1,477 278
Amortisation of prepaid land lease TEAT £ 4 7H 5 2 5
payments (included in cost of sales) (B ASHER ) 18 454 454
Depreciation of property, plant Y% - BE RS
and equipment e 17 20,874 18,322
Employee benefits expenses and human SETRMNERNAN
resources cost (excluding directors’ and BIRKA(TNBIEE
supervisors’ remuneration): EREEMHE)
Salaries and allowances e RoER 16,941 28,448
Sales Commission *%EME 135,789 126,817
Pension scheme contributions RIRE B 2,033 2,554
Loss on disposal of property, HEWE BEK
plant and equipment RAEEE - 12

EMEEEREACEEROHERAH

—T—LFFIR
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B R R BT RE

(Expressed in Renminbi)
(UAREZT)

10. INCOME TAX EXPENSE

(a)

. BB X

Income tax represents: Bl asE !
2017 2016
—E—tE —E—RE
RMB’000 RMB’000
AR¥ET T ARETTT
PRC enterprise income tax R SEATIS L
— Current year —RNEEZ 29,601 24,420
— (Overprovision)/Underprovision —BEFE(BEEE),
in prior years BETRE (673) 276
Deferred taxation (Note 31) IRFERLIA (HT7£31) (562) (81)
28,366 24,615

The PRC enterprise income tax is provided according to
the relevant laws and regulations in the PRC.

On 16 March 2007, the National People’s Congress
approved the PRC Enterprise Income Tax Law, which
became effective from 1 January 2008. In accordance with
the new tax law, an unified enterprise income tax rate of
25% is applied to both domestic-invested enterprises and
foreign- invested enterprises.

On 17 September 2015, the Company was accredited
as a “National New and High-tech Enterprise” by the
Jilin Provincial Science and Technology Bureau (F#%&
Rl 17E2) and is entitled to a reduced PRC Enterprise
Income tax rate of 15% for the three consecutive years
commenced since year 2015.

Jilin Province Huinan Changlong Bio-pharmacy Company Limited
ANNUAL REPORT 2017
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B R R BT RE

(Expressed in Renminbi)

(UAREZT)
10. INCOME TAX EXPENSE (continued) 10. FRf88iZ i (48)
(b) Reconciliation between tax expense and (b) BEXZHEGHERANREAB R
accounting profit at applicable tax rate: HERIT :
2017 2016
—E—tE —T N4
RMB’000 RMB’000
ARET T AREET T
Profit before income tax M TS5 B A 172,768 167,285
National tax calculated at PRC BB EMSHE15%
enterprise income tax rate of 15% (ZF—"F : 15%)
(2016: 15%) STEREE 25,915 25,093
Tax effect of non-taxable income BARGBANTE B E - (673)
Tax effect of non-deductible expenses 7~ A 1% 5 7 #Y Fid 765 o2 2 3,686 =
(Overprovision)/Underprovision BEEEGRERE)
in prior years BHETR (673) 276
Deferred tax on temporary differences @1F 5 [E ¥k = %5 2
in prior year IRFERLIE (562) (81)
Income tax expense FrS%isz 28,366 24,615

ERARERELLEERHERAT 79
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(Expressed in Renminbi)
(UAREZT)

11.

12.

13.

EARNINGS PER SHARE

The calculation of basic earnings per share for the year ended
31 December 2017 is based on the profit attributable to
owners of the Group for the year of RMB144,402,000 (2016:
RMB142,670,000) and 560,250,000 shares in issue during the
year (2016: 560,250,000 shares).

Diluted earnings per share is not presented as there were no
dilutive potential ordinary shares in existence during the years
ended 31 December 2017 and 2016.

PROFIT ATTRIBUTABLE TO OWNERS OF
THE COMPANY

Profit attributable to owners of the Company for the year ended
31 December 2017 includes a profit of RMB144,365,000 (2016:
RMB131,055,000) which has been dealt with in the financial
statements of the Company (Note 33).

DIVIDENDS

No final dividend has been proposed or paid by the Company in
respect of the year ended 31 December 2017 (2016: Nil).

Jilin Province Huinan Changlong Bio-pharmacy Company Limited
ANNUAL REPORT 2017

11.

12.

13.

BRER
HE-_ZT—+tH&+_A=1+—HILFE -
ERERNBANDBRBEFARSEHE ALE
5% A A R#144,402,000t( = E— /X
F: AR®142,670, OOOfE)&EWE?ﬁ‘
17 I% 19 560,250,000 % ( = & — /N F -
560,250,0000%) 5t & -

HREE—T—tFR_FT—XR"F+_A
== E¢¢E1$ BEBESEBER W
W25 FREERF -

RRRFER ARG ET

HE-_Z—+tF+-A=+—RHLFE
SIENIN/N Wﬁﬁ}\r&fﬁmﬂ A AR
#5144,365,000L (=T —~F : AR
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Directors’
fees
itk
RMB’000
AR®TR

Salaries,
allowances
and other
benefits
1.1
REMFIR
RMB’000
ARETR

Discretionary
bonus
WA
RMB’000
AR®TR
(Note ()
(Hiz0)

Pension
fund
contributions
BRRSHR
RMB’000
ARET T

2017 Total
“Z—tF
#He
RMB’000
ARETR
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(Expressed in Renminbi)
(UAREZT)

14. DIRECTORS’ AND SENIOR EXECUTIVES’ 14. EERSRITHAESHE (&)
REMUNERATION (continued)

(a) Directors’ remuneration (continued) (@) EE=M<E(E)
2016 —EB-RE
Salaries,
allowances
and other Pension

Directors’ benefits  Discretionary fund 2016 Total

fees  Fd o ER bonus  contrbutions < —F—RFE

EZHe  REMAR WERL  BARSHR e

RMB'000 RMB'000 RMB’'000 RMB'000 RMB'000
ARBTT AREBTT ARETT ARETT ARETT

(Note (i)
(Hie)
Executive Directors: HITEE
Zhang Hong (Chairman)  3R3A(E/E) - 335 199 - 534
Zhang Xiao Guang REN - 233 99 11 343
Zhao Bao Gang HE M - 183 44 26 253
Wu Guo Wen REX = 54 170 1 235
Independent Non-Executive BV HTEE -
Directors:
Gao Yong Cai SKA - - - = =
Tian Jie iR - - = = -
Qiu Fang Ping il P - = = = =
- 805 512 48 1,365
Note: (i) A discretionary bonus is recommended by the Remuneration izt < () HIBEA R ME E S HERE
Committee and is approved by the board of directors, having HOUTHEEEL2EAREEK
determined with reference to the Group’s operating results, BEE  AARBRAIELR
individual performance and comparable market statistics. TIZEIREREE °
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(Expressed in Renminbi)
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14. DIRECTORS’ AND SENIOR EXECUTIVES’ 14. EERESHITHAEME (E)

REMUNERATION (continued)

(b) Senior executives’ remuneration
Details of remuneration paid to the Supervisors of the
Company which were all below HK$1,000,000 (equivalent
to RMB833,000 for the year ended 31 December 2017
and RMB856,000 for the year ended 31 December 2016)
are as follows:—

(b) SHRITHAEME
AEEMARRSESEZHZME
H{EF 1,000,000 L (REZE=-F
—tFE+_A=Z+—HLEERE
R AR¥S833,000 T hREEE-Z
—ANEFE+_AZ+—HLEERE
R AR #856,0007t) © HFEBW

=
2017 —E—tF
Salaries,
allowances
and other
benefits Discretionary Pension fund 2017 Total
=1 bonus contributions —E—tF
REAMFE Mg BARSHEX BHe
RMB’000 RMB’000 RMB’000 RMB’000
ARBTRT AR®Tr AR®TR AR¥T:R
(Note (i)
(Hizt())
Supervisors: o
Wang Ying Xu TEm 31 - 13 44
Wu Wei Men KRR 67 20 13 100
Zhao Gang i 113 44 7 164
211 64 33 308
Note: (i) A discretionary bonus is recommended by the Remuneration Htat - (i) WIS mEMEE EER

Committee and is approved by the board of directors, having
determined with reference to the Group’s operating results,
individual performance and comparable market statistics.

# THEFE2EALEL
EERE  AARRRAIELR
MSBIBRRET ©

TG B REL(CEERNERAR]
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14. DIRECTORS’ AND SENIOR EXECUTIVES’ 14. EERSRITHAESHE (&)
REMUNERATION (continued)

(b) Senior executives’ remuneration (continued) by ERITHAEME(E)
2016 —E-RF

Salaries,
allowances
and other

benefits  Discretionary  Pension fund 2016 Total

A= 4l bonus  contributions —T—RF

RE A F % METEA  RASER ane

RMB’000 RMB’000 RMB'000 RMB'000
ARBTE ARBTT ARETT ARBT:R

(Note (i))
(Kre0)

Supervisors: e

Li Bao Hai® 3ot 23 - 2 25

Wang Ying Xu') FEB 30 - 7 37

Wu Wei Men SRR 71 22 6 99

Zhao Gang" R 116 44 11 171

240 66 26 332

v appointed on 16 June 2016. (U] RZT—RNENATBEZE

) resigned on 19 May 2016. @ RZF—R"ERATNBRE -

Note: (i) A discretionary bonus is recommended by the Remuneration HtaE < (i) MIBTEABTFMEESHERE
Committee and is approved by the board of directors, having O WHEEFLEAKEL
determined with reference to the Group’s operating results, BEE  BAARRKAIALE
individual performance and comparable market statistics. MIREIBEET -
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14. DIRECTORS’ AND SENIOR EXECUTIVES’

REMUNERATION (continued)

(c) Five highest paid individuals
The five highest paid individuals during the year included
four Directors (2016: four Directors) whose remuneration
were set out in (a) above. Details of remuneration of the
remaining one (2016: one) highest paid, non-director
employee whose remuneration was below HK$1,000,000
(equivalent to RMB833,000 for the year ended 31
December 2017 and RMB856,000 for the year ended 31
December 2016) are as follows:

14. EERSRITRAEME (F)

(c)

EEERSHMAL
FARGERETWALERENRE
E(-T—NE:NEEF)  HE
SHBREX@BEHT - B
AEBHEB —EEETMIEESE
B(ZE—AF : —R)ZHHER
1,000,000 B L (B E =T — £ 4
+Z A=+ BALEEEHSENAR
#833,000 L REE T —RNF+=
H=1= Eﬁif*ﬁﬁ AR
856,0007T) © EFHMFBMT ¢

2017 2016
—E—tF kAN
RMB’000 RMB’000

AREF T ARETT

Salaries, allowances and other benefits % - 285 & H fth Fzs 226 192
Pension scheme contributions RIRE B 18 =
244 192

Other than the emoluments of directors disclosed in
(a) above, the emoluments of supervisors and other
senior management whose profiles are included in the
Biographical Details of Directors and Senior Management
section of this report were below HK$1,000,000,
equivalent to RMB833,000 (2016: equivalent to
RMB856,000) for the year ended 31 December 2017 and
for the year ended 31 December 2016.

During the years ended 31 December 2017 and 2016, no
emoluments were paid by the Group to these highest paid
employees as an inducement to join, or upon joining the
Group, or as compensation for loss of office.

BREX@QEEEENESMDIN
BNHREARE [EERERERE
EEE| —fiNESkEMERE
BAEBENMEREBEE-_ZT—+tF
T A=T—HLEFERBEE=ZT
—RNE+_AZ=Z+—HLEEEHK
71,000,000 7T * HHER AR
833,000/t (= —/"F : HERA
R #856,0007T) °

HE-Z—ttFR-FT - F+=
A=+—HIEFE  AEEWER
Zxm o EE X EMMESER
EMASRMAREER 2 E -
SVEREER 2 fi{E o
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(Expressed in Renminbi)
(UAREZT)

15.

16.

EMPLOYEE RETIREMENT BENEFITS

Defined contribution retirement plans

Pursuant to the relevant labour rules and regulations in the
PRC, the Group participate in a defined contribution retirement
benefit scheme (the “Scheme”) organised by the PRC municipal
government authority in the Jilin Province whereby the Group
is required to make contributions to the Scheme at certain-
percentage of the eligible employees’ relevant salaries. The
local government authority is responsible for the entire pension
obligation payable to retired employees.

The Group’s contribution to retirement benefits schemes for the
year ended 31 December 2017 amounted to RMB2,142,000
(2016: RMB2,627,000). The Group has no other material
obligation for the payment of pension benefits associated with
the Scheme.

15.

R REFIET &

EF TR KT &
REBETERASSHRA LR - AEE2
S oy R B 7 AR T BT G B AR A R R A
FORREFGEI ([T 81)) - Bt - A%
BAZAEREEMMABEIEN —EaD
Lo Rz ET B ER » 3077 BUR 4 B8 349 FE 1+ iR
REEMZEBERSHERETAR

RBE-_ZT—tF+-_HA=t—HLF
B - AEBF R ARBNGEIHARR
AR¥2,142,000L(ZF—RF : AR
2,627,0007T) ° AN B3 B E A A B A% AT
SINERRKBENNREE -

BEARER BIOLOGICAL ASSETS 16. TREBEVNEE
Bearer biological assets comprise: TRBEMEERTE :
2017 2016
—E—+tF —E—RF
RMB’000 RMB’000
AR®T T ARETT
Ginseng, at cost A2 BAE 11,440 10,844
Vineyard, at cost BE  BRAE - =
Carrying amount at 31 December R+ A=+—HZKEA 11,440 10,844

Jilin Province Huinan Changlong Bio-pharmacy Company Limited
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16. BEARER BIOLOGICAL ASSETS (continued) 16. FTEBEMEE (&)

Reconciliation of carrying amounts of bearer biological assets: TREZEYEERTESR :
2017 2016
ZE—tF TR
RMB’000 RMB’000

AR®T T ARET T

Ginseng A2
Carrying amount at 1 January R—A—BZEAE 10,844 5,058
Additions during the year FRRE 596 5,786
Carrying amount at 31 December RTZA=T—RZKEEB 11,440 10,844
Vineyard 75
Carrying amount at 1 January R—A—BZEEE - 499
Written off (Note 9) WsH (HfaE9) - (499)
Carrying amount at 31 December RTZA=T—RZKEE - =
11,440 10,844
The carrying amounts of ginseng and vineyard were valued A2 KB &N REERNBKAE © %
at their original costs. These assets are in their early stage of EEERNEBEREBNE - B0 8EE
cultivation and preparation and active market prices are not ME o ZI  EFRABEKAEEEFR
available. In addition, the Directors are of the view that the ZERRER 2 ATFEMRE °

original costs would approximate their fair values at this stage of
their development.

ERARERRLECEEROERAT 67
—FLEER



NOTES TO THE FINANCIAL STATEMENTS

88

B R R BT RE

(Expressed in Renminbi)
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17. PROPERTY, PLANT AND EQUIPMENT

17. ¥1% - BERRE

Furniture,
fixtures and
Plant and Transportation equipment
Buildings ~ machinery  equipment  {FfE  £E Total
B REREESE ERRE &k @it
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
ARETT ARETT ARETT ARETT ARETR
Cost: XA :
At 1 January 2016 R-Z—~"E—F—H 115,755 83,056 5,442 2,321 206,574
Transfer from construction R TRE A (f75£19)
in progress (Note 19) 35,179 11,612 607 - 47,398
Additions =R 127 6,721 24 1,750 8,622
Disposals HE - (8,559) 47) - (3,606)
At 31 December 2016 RZE—RF+ZA=1—H 151,061 97,830 6,026 4,071 258,988
Transfer from construction &R Ti28 A (f7:£19)
in progress (Note 19) 793 2,374 - 156 3,323
Additions ER 224 9,922 854 12 11,012
At 31 December 2017 R_F—+F+-A=1+—H 152,078 110,126 6,880 4,239 273,323
Accumulated depreciation:  ZEHTE :
At 1 January 2016 R-ZE—~"F—HF—H 29,242 38,673 2,470 1,203 71,588
Charge for the year (Note 9) E R 45 (ff319) 4,191 12,875 508 748 18,322
Written back on disposals & # 2] - (3,550) (44) - (3,594)
At 31 December 2016 RZE—RF+=A=1—H 33,433 47,998 2,934 1,951 86,316
Charge for the year (Note 9) E R §4(Hf719) 4,672 14,926 732 544 20,874
At 31 December 2017 RZE—tFT-A=1—H 38,105 62,924 3,666 2,495 107,190
Carrying amount: FEE
At 31 December 2017 RZE—+F+-A=1+—H 113,973 47,202 3,214 1,744 166,133
At 31 December 2016 RZE—RFE+ZA=1—H 117,628 49,832 3,092 2,120 172,672
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NOTES TO THE FINANCIAL STATEMENTS

B R R BT RE

(Expressed in Renminbi)
(UAREZT)

18. PREPAID LAND LEASE PAYMENTS

18. AL E

RMB’000
ARETTT
Cost: %N
At 1 January 2016, 31 December 2016 RZE—RF—H—H"
and 31 December 2017 TR+ A=+—HkK
—ET—tH+=-HA=1+—H 19,785
Accumulated amortisation: RETEESH
At 1 January 2016 RZZE—ARF—A—H 2,903
Charge for the year (Note 9) FAZE(MEI) 454
At 31 December 2016 RZE—R"FE+ZA=+—H 3,357
Charge for the year (Note 9) FRNZHE(HEE9) 454
At 31 December 2017 RZE—+tF+=-—A=+—8H 3,811
Carrying amount: AREE -
At 31 December 2017 RZE—tF+ZHA=+—H 15,974
At 31 December 2016 RZE—R"F+—A=+—H 16,428
2017 2016
ZE—tF TN
RMB’000 RMB’000
ARET R ARETIT
Carrying amount at 31 December Rt+t-—A=+—HEAEE 15,974 16,428
Portion classified as current assets DEARBEE D (454) (454)
Portion classified as non-current assets DEABIERDEEZID 15,520 15,974

The above medium-term land use rights are located in the PRC.

The Group recognised the amount as the carrying amount of
the relevant assets and will transfer this to profit or loss over the

useful lives of the land leases.

WA bR Bt s AR N B o

AEHCRAZCESEREEZRE
B YHRIwAEZATRFHAEBE

B -

TG B REL(CEERNERAR]
—T—tFFR
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NOTES TO THE FINANCIAL STATEMENTS

B R R BT RE

(Expressed in Renminbi)
(UAREZT)

19. CONSTRUCTION IN PROGRESS 9. EEIRE
2017 2016
—E—+F —EB—RF
RMB’000 RMB’000
ARET T ARET T
At 1 January w—A—H 23,271 74,557
Additions BV 24,179 4,649
Transfer to property, plant and equipment BER =W « R R &E
(Note 17) (H#£17) (3,323) (47,398)
Written off bz - (8,537)
At 31 December N+—_A=+—H 44,127 23,271
20. INVESTMENT IN SUBSIDIARIES 20. RfIBATIWIRE
The Company
AR

2017 2016
—E—+F —E-RF
RMB’000 RMB’000
AR®T T AREETTT
Unlisted investment, at cost JELETIEE @ A ANE 5,000 25,000
Amounts due from subsidiaries R PNGIE € 4,018 =
Amounts due to subsidiaries iR EPNGIE e (5,000) (24,721)

Particulars of the subsidiaries as at 31 December 2017 were as R-FE—
follows:— FEMT

Country of incorporation Percentage of

JcEJr A=+—H KEBA

and operation and ordinary shares Principal
Name of companies legal entity status held directly activity
AR R HEEEE
RENERR HEBERD
IR EEE R Bkt ETEHEK
Jilin Province Medicinal Plants PRC, limited liability company 100% Dormant
Trading Company Limited
EMEMTEREMKEERRE HE - BREEAR] TEEE
Jilin Changlong Yuan Biological PRC, limited liability company 100% Manufacture and

distribution of
health products

Technology Company Limited

HEMEREREVRIEARA A FE - BREEAH B3 K 9 SHIR R
EDD

The amounts due from/(to) subsidiaries classified as current FEY /() P8 A AR IER AL A A

assets/(liabilities) respectively in the Company’s balance sheet BEBBRIRDEE(BE)  AER

are unsecured, interest-free and repayable on demand. . 8 RIRER(EE -

Jilin Province Huinan Changlong Bio-pharmacy Company Limited
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NOTES TO THE FINANCIAL STATEMENTS

B R R BT RE

(Expressed in Renminbi)
(UAREZT)

20. INVESTMENT IN SUBSIDIARIES (continued)

(a)

Disposal of a subsidiary

(a)

During the year ended 31 December 2016, the Group
disposed of a subsidiary. Net assets of the subsidiary
being disposed of at the date of disposal were as follows:

20. AMIBARIMNKRE (&)
HEKE DR

RE-F-—AF+-A=+-AL
FE ARBHE KB -
HEHENEARN HE AN E

EFENT

Jilin Province
Huinan Changlong
Pharmacy Trading
Company Limited

%M‘é‘?ﬁ%ﬁ'ﬁﬁﬁé

LRSS

BREMERAF

RMB’000

ARETTT

Total assets BEE -

Total liabilities BAERE -

Net assets BEFE -

Gain on disposal of a subsidiary HE— B A Uk 500

Total consideration BRE 500
Net cash inflow arising from disposal: HEEAMRSRAERE :

Cash consideration HEREB 500

EMEEEREACEEROHERAH

—T—LFFIR
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NOTES TO THE FINANCIAL STATEMENTS

B R R BT RE

(Expressed in Renminbi)
(UAREZT)

21. INTANGIBLE ASSETS

21. BLEE

Purchased

in
Purchased rese

-process
arch and

know-how and development

prescription assets
B8 A B9 )2 BEETT Total
E- Y MREE Fey
RMB’000 RMB’000 RMB’000
ARETIT ARBTIT ARETT
Cost: AR
At 1 January 2016 RZE—RF—H—H 67,975 - 67,975
Additions 0 = - -
Disposal mE - - -
At 31 December 2016 RZZE—RF
+=—B=+—H 67,975 - 67,975
Additions N = - -
Disposal HE = - -
At 31 December 2017 RZZE—+t%F
+=—A=+—H 67,975 - 67,975
Accumulated amortisation and iR EEERE !
impairment loss:
At 1 January 2016 RZZE—RF—HA—H 67,316 - 67,316
Amortisation charge (Note 9) B (B aE9) 659 = 659
Write back on disposal i 5 [o] 48 = - -
Impairment (Note 9) WAE(H1zF9) = - -
At 31 December 2016 RZZE—RF
T=H=-FH 67,975 — 67,975
Amortisation charge (Note 9) B (A aE9) = - -
Write back on disposal £ [B] 5 - - -
Impairment (Note 9) SE (A 7£9) = - -
At 31 December 2017 R-ZE—+F
+=—A=+—H 67,975 - 67,975
Carrying amount: BRMEIE :
At 31 December 2017 R-ZE—+F
+=—A=+—H” - = =
At 31 December 2016 RZZE—RF
+=—A=+—H - = =
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B R R BT RE

(Expressed in Renminbi)
(UAREZT)

21.

INTANGIBLE ASSETS (continued)

Purchased know-how and prescription were acquired through
research and development cooperation with independent third
parties and were all acquired in cash.

During the year, the Directors reviewed the carrying amount of
the purchased know-how and prescription based on the future
economic benefits generated from these assets. No impairment
loss was recognised for the current year (2016: Nil).

Purchased in-process research and development assets
represent costs incurred by third parties for the development
of new products, including cost of clinical experiments and
tests conducted. Due to the inherent uncertainties associated
with these purchased in-process research and development
projects, the associated expenditure incurred is particularly at
risk of impairment if the successful eventual commercialisation
of the projects becomes doubtful. The Directors have reviewed
the carrying amount of these purchased in-process research
and development assets and consider that there are no
indications of impairment as at 31 December 2017 and 2016.

21.

BILEE(E)
PSR R BT Ty SR L = 0 4 (e B
% BRHUREBEA -

TN BEFERBAZFEERREEZEHE
Mate s AN RS 2 REE -
AERWERAREBER(ZF—NEF
&) -

ERETTHREERE=THENEM
EEZRA - BREZMETZERRAR
KA - AR AREERBETTFHEREZA
ETEERE @ WHEBE KRB RL
BERE  EANERERLEFERER
@ EFCRICBETTIAEEEZR
HE YRRR T —tFR_F—RF
T-A=T—AAUEERBETR

EMEEEREACEEROHERAH

—T—LFFIR
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NOTES TO THE FINANCIAL STATEMENTS

94

B R R BT RE

(Expressed in Renminbi)

(UARKEZT)
22. INVENTORIES 22. 78
2017 2016
—E—+F AN
RMB’000 RMB’000
AR® T ARETTT
Raw materials B 20,163 15,702
Work in progress EE S 21,981 7,789
Finished goods BUEK T 9,903 3,710
52,047 27,201
Less: Provision for obsolete and W BEERGHTERE
slow-moving inventories (1,325) (1,146)
50,722 26,055

During the year ended 31 December 2017, provision
on obsolete and slow-moving inventories amounted to
RMB179,000 was made (2016: Nil).

During the year ended 31 December 2017, no obsolete and
slow-moving inventories were written off (2016: RMB1,558,000).

During the year ended 31 December 2017, no obsolete and
slow-moving inventories which the provision were already made
in prior years, were written off (2016: RMB1,971,000).

Jilin Province Huinan Changlong Bio-pharmacy Company Limited
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B R R BT RE

(Expressed in Renminbi)
(UAREZT)

23. AVAILABLE-FOR-SALE FINANCIAL ASSETS 23. At HEMKEE

2017 2016
—B-tf —EA
RMB’000 RMB’000

AR®T ARETT

Unlisted financial instruments, at cost JELTEST R - KA E

At 1 January w—A—H 303,540 154,500
Additions iz 960,000 647,540
Settlements k== (780,540) (498,500)
At 31 December WNt+=-_HA=+—H 483,000 303,540
As at 31 December 2017, the above unlisted financial R_FE—tF+=-_A=+—8 ' kit
instruments represented the Group’s subscriptions of T 87 7% T B 487N 5 [ P 52 B8 /9 483,000,000
483,000,000 units with RMB483,000,000 redeemable BhA AR 483,000,0007T £ = 7 ) 1
investment products linked to highly liquid assets such as bonds BENES RFREHER ] ERIENE
and deposits (2016: RMB303,540,000). m(ZF—"%F : AR®303,540,0007T) °
The directors consider that there were no impairment provisions BEERR RZIE—EFRZZF—"F
on available-for-sale financial assets and the carrying values TZA=+T—H  AIHEENBEELE
approximate the fair values as at 31 December 2017 and 20186. BEREAREEEEENTERS -

The maximum exposure to credit risk at the reporting date is the RBEBH  TESOSAEERR A
carrying value of the unlisted financial instruments. EME BT AMNREE -

ERARERRLCEEROERAT 95
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B R R BT RE

(Expressed in Renminbi)

(UARKEZT)
24. TRADE RECEIVABLES 24, ERE R
2017 2016
—E—tF  —TA
RMB’000 RMB’000
ARBET T ARET T
Trade receivables FEUE 5 BR X 310,641 310,791
Less: Provision for impairment B B (65,786) (41,088)
Trade receivables — net FEUE AR — 5 244,855 269,703

(i)  The Group’s policy is to allow an average credit period of
180 days to its trade customers.

(i)  The movements in the provision for impairment for
doubtful debts during the year, including both specific and
collective loss components, are as follows:

() AEEBREB/HETEZEPFH180

HZiEEH -

(i) FARFKRERBNEH(BESTE
REBEBRIDNT

2017 2016

ZE—tF —EREF

RMB’000 RMB’000

ARET AREETIT

At 1 January ®n—A—H 41,088 32,802

Additional provision (Note 9) NN E (B 729) 24,698 8,286

At 31 December nNt+t=—_A=+—H 65,786 41,088
Provision for doubtful debts had been made for the AR Tk ) 2 (B Al

estimated irrecoverable amounts arising from the sale of
goods. The provision was determined by the directors with
reference to past default experience.
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B R R BT RE

(Expressed in Renminbi)
(UAREZT)

24. TRADE RECEIVABLES (continued)

(i)  The ageing analysis of trade receivables, based on the
invoice date and net of provision for impairment of trade

24, EWWE SR (E)

(i) REBEEZRAHRMGREKRE SRR
WERE  BKESERRORERD

(iv)

receivables, is as follows: AR :
2017 2016
—E—+tF —E—RF
RMB’000 RMB’000
AR® T ARET T
Current ENER 43,467 34,671
31-90 days 31-90H 52,533 Al S
91-180 days 91-180H 42,892 54,146
More than 180 days BiB180H 105,963 136,553
244,855 269,703

The ageing analysis of trade receivables that are neither
individually nor collectively considered to be impaired is as

(iv) b {E Bl 3k 5% B8 15 1B IR (B A FE L &R

ZERFIRE AT T

follows:
2017 2016
ZE—tF —EREF
RMB’000 RMB’000
ARET AREETIT
Neither past due nor impaired 37 4 580 B ok Rk (B 138,892 133,150
Less than 1 month past due B HA DR —1{A A 24,267 27,818
1 to 3 months past due AH—Z=={EA 16,985 30,757
Over 3 months past due 10 HAEA 8 = (I A 64,711 77,978
244,855 269,703

EMEEEREACEEROHERAH

—T—LFFIR
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B R R BT RE

(Expressed in Renminbi)
(UAREZT)

24. TRADE RECEIVABLES (continued) 24,

(iv)  (continued)

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

Trade 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, the management believes that no impairment
is necessary in respect of these balances as there has not
been a significant change in credit quality and the balances
are still considered fully recoverable. The Group does not
hold any collateral over these balances.

(v) The Directors consider the carrying amount of trade
receivables approximates their fair value.

25. OTHER RECEIVABLES, DEPOSITS AND 25.

FEW & Z RRX ()

(iv)

(v)

(%)

HEE SR EN R K E 5 R A
RE WA RS2 KB -

BHEERENELKESRXES
FBEYUEFPAM  ZEEPHAEASE
EHEELHRI - REBEL
% BEEMRRE ZFEBRBAR
B REREEERIEBERE
8 BAESRDERIETZHKE -
AEEYBRZFEHRFTAEMNE
an o

EERA BKESER EEE
EHATERE -

HtfEW R - fIERANRE

PREPAYMENTS

2017 2016

—E—tF k- A
RMB’000 RMB’000
ARET T AREFIT
Deposits and prepayments, net Al RTENFIE  FE 5,633 2,957
Advances to staff, net B T8 - JF5E 1,607 752
Other receivables, net H b UG FIE - F5E 6,807 14,616
Bills receivables el = 94,530 74,680
108,577 93,005

During the year, no provision for impairment on deposits and
prepayments was made (2016: Nil).
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B R R BT RE

(Expressed in Renminbi)
(UAREZT)

25. OTHER RECEIVABLES, DEPOSITS AND 25. HfttfEWWRE « S € RFANKE

PREPAYMENTS (continued)

At 31 December 2017 and 2016, certain of the Group’s
advances to staff and other receivables were determined to
be impaired. The impaired receivables related to staff and
debtors that were in financial difficulties and the management
assessed that only a portion of the receivables is expected to be
recovered. Consequently, the following provisions for doubtful
debts have been made.

(&)

RZE—tFR_E—ARF+A=1+—
B AEEHEISNHE THAEREM
FEW B ETE AERE - ZEERED
JRE W 5K T8 A B P A B I IR BB ) B T AN 1E 5K
AEH  EEEBMHTRAN D EUIETE
HAETUR e o ALt - B RERVEH DA T B4 -

Advanced to staff Other receivables
B H b EW R IE

2017 2016 2017 2016
B2+t T RF B+t T F
RMB’000 RMB’000 RMB’000 RMB’'000
AR¥TR ARBTITE AR®TRT ARETT
Gross amounts B 5,512 4,657 9,866 17,675
Less: Provision for impairment & : J& (& & & (3,905) (3,905) (3,059) (3,059)
Net amounts FER 1,607 752 6,807 14,616

The Group does not hold any collateral over the above balances.
The movement in the provisions for impairment of advances
to staff and other receivables during the year, including both
specific and collective loss components, is as follows:

AREE Y ERE LA AR R AR o
F AR B T 2% E A BRI E B &
MER(BRFELRSBEBERIED)NT

2017 2016
—E—tF =R
RMB’000 RMB’000

ARWTF T ARBETT

At 1 January w—H—H 6,964 6,869
Addition provision (Note 9) AN (HTEE9) - 95
At 31 December WNt+=—A=1+—H 6,964 6,964

ERARERELLCEERHERAT 99
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B R R BT RE

(Expressed in Renminbi)

(UAREZT)

26. LOANS RECEIVABLES 26. EWWE R
2017 2016
—E—tE —T R
RMB’000 RMB’000
AR¥T AREBTIT
Loans receivables due within 1 year R—F ARz EKRER 10,000 156,000
Less: Provision for impairment B REE (7,500) (10,000)
Loans receivables due within 1 year —net R—FRNE|H 2 EKER— F58 2,500 5,000

()  In 2016, loans of aggregate sum of RMB5,000,000 due
from an independent third party is secured, bears interest
at 7.8% per annum. The loan was fully repaid within 2017.

(i)  Loans of aggregate sum of RMB10,000,000 (2016:
RMB10,000,000) due from an independent third party
is unsecured, interest free (2016: Nil) and, following its
renewal, will be repaid within the next twelve months.
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NOTES TO THE FINANCIAL STATEMENTS

B R R BT RE

(Expressed in Renminbi)
(UAREZT)

26. LOANS RECEIVABLES (continued)

(i)

(iv)

Loan of RMB5,000,000 due from an independent third
party was repaid in 2016 without settlement of interest.
Certain interest receivables amounted to RMB631,000,
which the provision were already made in prior years, were
written off.

The movements in the specific provision for impairment for
doubtful debts during the year are as follows:

26. BEWER (&)
iy BR—ZBIF=ZANERARE
5,000,000 TR —ZF—NFEHEE -
AT S - ZERFEHARE
631,00070 B A AR & E /B BB I

F AR -

(v FRBERERERENEDN
T

2017 2016

—B-tfF T RHF

RMB’000 RMB’000

AR®T ARETT

At 1 January w—A—H 10,000 13,131
Reversal (Note 6) B8 (fiat6) (2,500) (2,500)
Written off 31 55 - (631)
At 31 December A= 5 = S 7,500 10,000

The Directors consider the carrying amount of loans
receivables approximates their fair value.

v) EBEERR BRERZEEESREE
AEESE -

TG B REL(CEERNERAR]
—T—tFFR
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B R R BT RE

(Expressed in Renminbi)
(UAREZT)

27. CASH AND CASH EQUIVALENTS 27.

Cash and bank balances comprise cash held by the Group
and short-term bank deposits with an original maturity of three
months or less. The directors consider the carrying amount of
these assets approximates their fair value.

As at 31 December 2017, the Group’s cash and bank balances
denominated in RMB amounted to RMB110,428,000 (2016:
RMB154,738,000). The RMB is not freely convertible into other
currencies, however, under Mainland China’s Foreign Exchange
Control Regulations and Administration of Settlement, Sale
and Payment of Foreign Exchange Regulations, the Group is
permitted to exchange RMB for other currencies through banks
authorised to conduct foreign exchange business.

28. TRADE PAYABLES 28.

The ageing analysis of trade payables, based on the invoice
date, is as follows:

RERBEEEY
ReRBTEBOEFEARERS LR
BHEA=EARUTZEMRITER -
EERA  LEAEZREEREATE
1B -

WN_E—+F+-_A=+—H8  K&H
NARBHEZRESRRBITEHREBAR
#110,428,000TL(ZZF—R"F : ARK
154,738,0007T) - AR TEER LA
HabEH - A RIBPFBAREZIMNEE
BHRTE REEERMNETERTE  £5%
s S REREETINEEL 2 RITH
ARBHBBEMEE o

FEfY B 5 BRX
AT RENEZBHNENE SRR
J*:/_\/\j—)fr

2017 2016
—ET—tF ZERF
RMB’000 RMB’000

AREF T ARETT

Current BN EA 7,654 3,838
31-90 days 31-90H 5,831 9,376
Over 90 days HB3EI0H 21,716 18,484

35,201 31,698

The average credit period from the Group’s trade creditors is 90
to 180 days.

Trade payables principally comprise amounts outstanding for
trade purchases. The directors consider the carrying amount of
trade payables approximates their fair value.
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NOTES TO THE FINANCIAL STATEMENTS

B R R BT RE

(Expressed in Renminbi)
(UAREZT)

29. LOANS FROM GOVERNMENT AUTHORITY 29.

30.

Loans were obtained from Huinan County Finance Bureau
for the purpose of research and development activities of the
Group. The loans are unsecured and bear interest at one year
term saving interest rate promulgated by The People’s Bank
of China plus 0.3% per annum. The loans are repayable by

instalments until July 2022 as follows:

IR S BB L B AL B RS
BB ZEERAERE  BEREAR
MITHEME —FHREEFEMNOIEMNF
FIEREFE - ZEERERTINGFARZE
ZZF+ AR D EIEE :

2017 2016
—E—+tF —E—RF
RMB’000 RMB’000

AR®T ARETT

Within one year —FR 1,333 697
After one year but within two years R—FREMFENRN 635 635
After two years but within five years NREZBBRERN 1,002 1,638
2,970 2,970

DEFERRED INCOME 30. IEIZEW A
2017 2016
—E—tF AN
RMB’000 RMB’000
ARETR AREFTT
At 1 January Kn—A—H 27,863 29,812
Arising from government grants R B BT B 1,200 1,900
Credited to profit or loss (Note 6) RiBRWIER (K:E6) (1,949) (3,849)
At 31 December RNt+=—A=+—H 27,114 27,863
Carrying amount at 31 December Rt+t-_A=+—HEAE®E 27,114 27,863
Portion classified as current liabilities DEEARBAEID (1,789) (1,949
Portion classified as non-current liabilities  » %8 &3EREN & &7 25,325 25,914

During the year ended 2017, the Group received government
grants of approximately RMB1,200,000 (2016: RMB1,900,000)
from Jilin Province Finance Bureau and Huinan County
Finance Bureau in relation to support investments on plant and
equipment further research and development of the Group’s

intangible assets.

AEER _E—tFRESEMNEHEE
NMEBRAZUBBH Y FAEBHNKE K&
ERENER EE(FE—SHEZBNH
Bh#) AR #1,200,0007C ( Z T — /N4 © A
R #1,900,0007T) °
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B R R BT RE

(Expressed in Renminbi)

(UARKEZT)
31. DEFERRED INCOME TAX 31. IEEFFEH
The analysis of deferred income tax assets and liabilities is as FIEMEBHEERAGBZONAT
follows:
2017 2016
—E—+tF —E—REF
RMB’000 RMB’000
ARET AREBTIT
Deferred tax assets: EERRIEEE ¢
— Deferred tax assets to be recovered —#BRHEB12(E A BKE
after more than 12 months REFITEE E (316) -
Deferred tax liabilities: EEFRIEAE ¢
— Deferred tax liabilities to be — BB E12E A &k E 2
recovered after more than 12 months R IBAE - 246
Deferred tax (assets)/liabilities, net BERIB(EE) AEFHE (316) 246
The gross movement on the deferred income tax account is as FIEFETRE R BEEEHNT
follows:
2017 2016
—E—tHF —E—RF
RMB’000 RMB’000
ARET R AREFIT
As at 1 January R—HA—H 246 327
Credited to profit or loss RiERRER
(Note 10(a)) (Ktst10() (562) (81)
As at 31 December R+=—A=+—8H (316) 246
The movements during the year in the deferred tax assets and FERNEEMIBEERBENEIHOT -
liabilities are as follows:
Deferred tax liabilities EEHIEAE
2017 2016
—E—tHF =T
RMB’000 RMB’000

AR®F T ARET T

At 1 January R—A—H 246 327
Credited to profit or loss RiERRER

(Note 10(a)) (KfaE10(a) (246) (81)
At 31 December R+t—A=+—H - 246
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B R R BT RE

(Expressed in Renminbi)

(UAREZT)
31. DEFERRED INCOME TAX (continued) 31. EEEFSH(E)
Deferred tax assets ELEMREEE
2017 2016
—E—tE —T—RF
RMB’000 RMB’000
AR®T ARETTT
At 1 January R—HA—H - =
Credited to profit or loss RiERRER
(Note 10(a)) (#15£10(a) (316) -
As at 31 December R+—-—A=+—H (316) =
The deferred tax (assets)/liabilities recognised at the balance REEERRZEEHE(EE) A&k
sheet date represented deferred tax arising from accelerated KA MR EE R 2 IREFIA ©

depreciation allowances.

32. SHARE CAPITAL 32. B
2017 2016
—E2—tF —ERE
Number of Number of

shares Amount shares Amount
[ kX R & i ]
RMB’000 RMB’000
ARBTR ARET T

Domestic shares of RMB0.10 each SR E{E A E¥0.107T

A AR 387,750,000 38,775 387,750,000 38,775

H shares of RMBO0.10 each BEEEARK0.107T
AIHR% 172,500,000 17,250 172,500,000 17,250
560,250,000 56,025 560,250,000 56,025
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B R R BT RE

(Expressed in Renminbi)
(UAREZT)

33. BALANCE SHEET AND MOVEMENT OF 33. XA AFHNEEABREREEN

RESERVES OF THE COMPANY S
(a) Balance sheet of the Company (@) AATMNEBEEERB/R
As at 31 December
R+=ZA=+—H
2017 2016
—E—+tF —E—RF
Notes RMB’000 RMB’000
B & ARET R ARETIT
ASSETS AND LIABILITIES BEERAEE
Non-current assets ERBEE
Bearer biological assets TG EMEE 11,440 10,844
Property, plant and equipment Y R KR 159,818 172,672
Investment properties KRB EEME 2,854 -
Prepaid land lease payments B LS 15,520 15,974
Construction in progress FETR 44,127 23,271
Investment in subsidiaries RETB A BRI E 20 5,000 25,000
Intangible assets B EE - -
Deferred tax assets BETIEE E 316 -
239,075 247,761
Current assets REEE
Inventories 7E 50,292 26,055
Trade receivables FEWE 5 BRR 244,855 269,703
Other receivables, deposits Hib WO - 3518
and prepayments SSEURE s 107,312 93,005
Amounts due from subsidiaries JE U B B A B R E 20 4,018 -
Loans receivables ERE 2,500 5,000
Prepaid land lease payments BN LEE 454 454
Available-for-sale financial assets AEHEMBEE 483,000 303,540
Cash and cash equivalents BEMBEEEY 110,096 154,662
1,002,527 852,419
Current liabilities nRESE
Trade payables B 2R R 35,000 31,698
Other payables, deposits received Hip (308 - EWGET €
and accruals MEETER 110,197 105,413
Amounts due to subsidiaries FE{T T B A B FRIA 20 5,000 24,721
Deferred income FEIEUWA 1,789 1,949
Income tax payable e ET SR 27,380 20,120
Other tax payables Hfth fER T IR 21,301 18,853
Loans from government authority BT E R 1,333 697
Dividend payable RS 1,447 1,468
203,447 204,919
Net current assets MEBEFE 799,080 647,500
Total assets less current liabilities BEERTDEE 1,038,155 895,261
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B R R BT RE

(Expressed in Renminbi)
(UAREZT)

33. BALANCE SHEET AND MOVEMENT OF 33. A RN EEEEREREN

RESERVES OF THE COMPANY (continued) B85 (E)
(a) Balance sheet of the Company (continued) (@) AATMEEERER(E)
As at 31 December
R+=—A=+—H
2017 2016
—E—+fF —E—RF
Notes RMB’000 RMB’000
B s ARETR ARETTT
Non-current liabilities FRBERE
Loans from government authority BB ER 1,637 2,273
Bank borrowings RITEE - _
Deferred income RIEU A 25,325 25,914
Deferred tax liabilities ELEHBAE - 246
26,962 28,433
Net assets EEFE 1,011,193 866,828
EQUITY R
Share capital AR 7N 32 56,025 56,025
Reserves i (o) 955,168 810,803
Total equity ERAE 1,011,193 866,828
These financial statements were approved and authorised ZEMBHRER_Z-—NF=A
for issue by the board of directors on 29 March 2018. ZThBAEEESIEREEREM
ZHANG HONG ZHAO BAO GANG
R it |
Director Director
2 =
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B R R BT RE

(Expressed in Renminbi)
(UAREZT)

33. BALANCE SHEET AND MOVEMENT OF 33. A RN EEEEREREN

RESERVES OF THE COMPANY (continued) BE (&)
(b) Movement of reserves of the Company (b) AATFEBHEH
Statutory
Share surplus Retained
premium reserve profits Total
RRE EERBREE REBER st
RMB’000 RMB’000 RMB’000 RMB’000
ARETT ARBTRT ARETRT AR%®ETRT
(Note i) (Note ii)
(Ktati) (Ktatii)
At 1 January 2016 RZE—RF
—H—H 51,098 33,242 595,408 679,748
Profit for the year INEE i F = - 131,055 131,055
Appropriation to statutory B Z=EE
surplus reserve BERE - - - -
At 31 December 2016 RZE—REFE
+=—HA=+—H 51,098 33,242 726,463 810,803
Profit for the year ANF A - - 144,365 144,365
Appropriation to statutory #&ZEEF
surplus reserve B - - - -
At 31 December 2017 MR-+
+=—RA=+—H 51,098 33,242 870,828 955,168
(i) Share premium () KREE

(ii)

The Company’s share premium account represents
the premium arising from shares issued at a price in
excess of their par value per share.

Statutory surplus reserve

In accordance with the Company Law of the PRC
and the Company’s articles of association, the
Company and its PRC subsidiaries will appropriate
10 percent of their annual statutory net profit (after
offsetting any prior years’ losses) to the statutory
surplus reserve account. When the balance of
such reserve reaches 50 percent of these entities’
share capital, any further appropriation is optional.
The statutory surplus reserve can be utilised to
offset prior years’ losses or to issue bonus shares.
However, such statutory surplus reserve must be
maintained at a minimum of 25 percent of share
capital after such issuance.
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AR BB (B 15 AR B = AX
EEZEBRBETZROEEZ

41 -

EERERFE

BEFBEQERARF R A
ERRMA 0 AAE K& EH A EH
BARNKRBEEEIMER
% - BAEE10% M EEEE L
NEEAERHEELD - B
BHRHENEHREZS AR
RZ250% @ ANA A A BITRE
RRE—FEERIE  ATEHA
BRiHER AERmBEFED
BB B TALRE - AT @ ALR%
BITREATABHBHEEROGE
BRI AR H)25% ©
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B R R BT RE

(Expressed in Renminbi)
(UAREZT)

34. RECONCILIATIONS OF LIABILITIES ARISING
FROM FINANCING ACTIVITIES

34. MEFHMEENREHK

Other assets Liabilities from financing activities
EHEE SHEDELNESR
Loans from Loans from
government government Bank
authority authority borrowings
Cash/bank due within due after due within
overdraft 1 year 1 year 1 year Total
R-%R R-%%
B/ ) HEm R-%R
B7EX  BREBER  DEEEER  DENETER )
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
ARETT ARETTR ARETTR ARETT ARETT
Net debt as at RZE-A§-B-A2
1 January 2016 ExFE 183,104 682 2,908 4,000 190,694
Cash flows Ben (28,366) (620) - (4,000) (32,986)
Other non-cash movements 525 - 635 (635) - -
Net debt as at RZB-RETZA=t-RA2
31 December 2016 EHTE 154,738 697 2,213 - 167,708
Cash flows Rén (44,310) - - - (44,310)
Other non-cash movements HthiERe® - 636 (636) - -
Net debt as at R-Z-tE+-f=t-Az
31 December 2017 EXFE 110,428 1,333 1,637 - 113,398
35. CAPITAL COMMITMENTS 35. EAREIE
At the balance sheet date, the Group had capital commitments REER - AEBBFTNERERENE
contracted for but not provided for as follows: ARAEFEWT -
2017 2016
—E—tF —E—RF
RMB’000 RMB’000
AR®T R ARBT T
Acquisition of intangible assets WhEETEE 1,750 1,750
Acquisition of property, plant and equipment WA  BRE KE&E 327 672
2,077 2,422
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B R R BT RE

(Expressed in Renminbi)

(UAREZT)
36. RELATED PARTY TRANSACTIONS 36. BEALIRS
Related party transactions concerned with numbers of key FRNREFECEEKBECBHABAEAT
management during the year comprised only remuneration RZEBERANTEETZ NS - Hie
paid to the Executive Directors, and is set out in Note 14 to the BN E A
financial statements.
Saved as disclosed elsewhere in these consolidated financial MRt E4R B SRR B ED D P I -
statements, the Group has the following transactions with REFEEEE A IR S
related parties:
2017 2016
—E—tE —T N4
RMB’000 RMB’000
AR%ET ARETIT
Salaries paid to a close family member YNHETEEN
of a director EES 151 67
37. CAPITAL RISK MANAGEMENT 37. EXERERE

Capital management

The Group’s primary 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, 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 ensure optimal capital structure and shareholder
returns that might be possible with higher levels of borrowings
and the advantages and security afforded by a sound capital
position, and makes judgements to the capital structure in light
of changes in economic conditions.

Consistent with industry practice, the Group monitors its capital
structure using a gearing ratio, which is total debts divided
by adjusted capital. Total debts represent total borrowings.
Adjusted capital includes all components of shareholders’ equity
less unrealized reserves.
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(Expressed in Renminbi)
(UAREZT)

37. CAPITAL RISK MANAGEMENT (continued) 37.

Capital management (continued)
In order to maintain or adjust the gearing ratio, the Group may
issue new shares, return capital to shareholders, raise new debt
financing or sell assets to reduce debt.

The gearing ratio at 31 December 2017 and 2016 was 0.3% and
0.3% respectively, calculated as follows:

EXEREE(E)

BXEE (M)
BRHAERATAGLE  REELE
BT - MRERREA - (EHH
BRARHEEEURDEMH -

R-E—tFR_E—ARF+=-_A=+—
AZEAREBRELEDHAE0.3%K%0.3% °
AHEMT

2017 2016
—E—tF kAN
RMB’000 RMB’000

ARBF T ARETT

Total debts EI54858
— Loans from government authority — BT E R 2,970 2,970
2,970 2,970
Shareholders’ equity & BR A 7 1,011,027 866,625
Gearing ratio BEABEBHEE 0.3% 0.3%
38. FINANCIAL RISK MANAGEMENT 38. BiEMREE
Financial risk management MERRERE

The Group’s activities expose it to a variety of financial risks,
including credit risk, liquidity risk, interest rate risk, currency risk,
price risk and fair values risk. The Group does not hold or issue
derivative financial instruments either for hedging or for trading
purposes. These risks are managed by the Group’s financial
management policies and practices as described below to
minimise potential effects on the Group’s financial performance.

(a) Credit risk

The Group’s principal financial assets are cash and
bank balances, trade and other receivables and loans
receivables. The Group’s credit risk is primarily attributable
to its trade, other and loans receivables. The Group
allows an average credit period of 180 days to its trade
customers. The amounts presented in the balance sheets
are net of allowance for doubtful receivables. An allowance
for impairment is made where there is an identified loss
event which, based on previous experience, is evidence of
a reduction in the recoverability of the cash flows.

AREENEHEEARZEZRUBRELE
BEEERR RBEAR  FXE
% HE¥ER  BREREATFERR -
AEEY BRERBTITESR T EEY
HREERE - M - ZERRS
AREBENUBEEBREERINAEIE
NEEREHAEBYBRANEETE -

(a) EERE
REBZFEUHEEAE S RE
TR BRE SRR RE A ER
HREARERER - AKBEZEE
EREFEREEERKZSER &
MhERRIBIARERER - AEE
MEZESZREFPEREZFHEESRA
180H - EEBBERAMIIMNESRELD
HIBR E U SRIE R R - a0a Al 3
ANEESHMBREBRELR AR
SHREUWEETREAEE - BIFE
YEH BB B -

TG B REL(CEERNERAR]
—T—tFFR
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(Expressed in Renminbi)
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38. FINANCIAL RISK MANAGEMENT (continued)

Financial risk management (continued)

(a) Credit risk (continued)
The Group does not have any significant credit risk
exposure to any single trade counterparty or any Group
of trade counterparties having similar characteristics. It
has policies in place to ensure that sales are made to
customers with an appropriate credit history.

The carrying amount of the trade and other receivables,
loans receivables and cash and bank balances included
in the consolidated balance sheet represents the Group’s
maximum exposure to credit risk in relation to the Group’s
financial assets.

(b) 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 approval by the Company’s board of directors when
the borrowings exceed certain predetermined levels of
authority. The Group’s policy is to regularly monitor its
liquidity requirements and its compliance with lending
covenants, to ensure that it maintains sufficient reserves
of cash to meet its liquidity requirements in the short and
longer term.

The following table details the remaining contractual
maturities at the balance sheet date of the Group’s
financial liabilities, which are based on contractual
undiscounted cash flows (including interest payments
computed using contractual rates, or if floating, based on
rates current at the balance sheet date) and the earliest
date the Group and the Company can be required to pay.
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38.

B R EE (&)
B35 LB B 2 (M)

(a

(b)

=B E kg (4F)

AR ER B AT A BRI E —
K—HESIRHGEFAREANEE
B o AEED S EBRRERAER
BZEEETENTPELHEE -

FEUE AR - Bt UROR - B
WER R RRTERREA]
ERERAMINERERSAEE
RARBENVBEEAZNRSE
B

B EEEE
AEEETENICEERAEER
BNReER  BEEHRERS
BSRREEEFNENERREH
K EEBRERETESAE
EREBKFRABARTDESSH
e AEENBRAEHERER
BESFRERENABERS
MAREEESENHRSFHE  UE
NEEHRERRSHESHER -

TEREINAEBWBABNEER
MR TANEMAFE  HRIERT
MATRAZRE (BERBEEOHN
K RMBFHNE - MEREE
B XA EONE ) ARAKREE R
ARBAREANKNRT B HEAE
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(Expressed in Renminbi)
(UAREZT)

38. FINANCIAL RISK MANAGEMENT (continued) 38. Bi#EMREE (&)

Financial risk management (continued) B R EE ()
(b) Liquidity risk (continued) (b) HEELEE(E)
Total Within More than More than
contractual 1year 1yearbut 2yearsbut
Carrying undiscounted oron less than less than More than
amount cash flow demand 2 years 5 years 5 years

HESES g —ER® -FRE WMEHAE
REE RLRBE BREX RER AFR nER
RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB’000
ARETR AR®TR AR®TR AR®TR ARBTR ARETR

2017 —E—tF
Trade payables FERTE 5 8RR 35,201 35,201 35,201 - - -
Other payables HMENZIE 111,697 111,697 111,697 - - -
Income tax payable FEffFT57% 27,380 27,380 27,380 - - -
Other tax payables ~ H{f ERTHiE 21,236 21,236 21,236 - - -
Dividend payable ~ FEfHA%E 1,447 1,447 1,447 - - -
Loans from BB E
government
authority 2,970 3,272 1,525 695 1,052 -
199,931 200,233 198,486 695 1,052 -
Total Within More than More than
contractual 1 year 1yearbut 2 years but
Carrying  undiscounted or on less than less than More than
amount cash flow demand 2 years 5 years 5 years
SRR —FRHK —FRE WERE
FEE Renes B2 MER AFR hF#
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
ARETT ARETE ARETE ARETE ARETE AR®ET:
2016 “E-RE
Trade payables &1 B SRR 31,698 31,698 31,698 = = =
Other payables HiENTRIE 105,413 105,413 105,413 - = =
Income tax payable  JEfTFT{EH 20,120 20,120 20,120 - - -
Other tax payables  E o fEfFi1E 18,853 18,853 18,853 - - -
Dividend payable ~ FEfIAR 2 1,468 1,468 1,468 - - -
Loans from BISH#EE T
government
authority 2,970 3,272 806 719 1,747 -

180,522 180,824 178,358 719 1,747 =
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(Expressed in Renminbi)
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38. FINANCIAL RISK MANAGEMENT (continued) 38. BfiERERE (&)
Financial risk management (continued) R EE ()
(c) Interest rate risk (c) FIZEEE
The Group’s interest rate risk arises primarily from its AREFMNFEREEIERFETE
borrowings from the bank and the Huinan County Finance BEZMERENEE - B2 F =X
Bureau. Borrowings at variable rates expose the Group EEREFSAEERERESAE
to cash flow interest rate risk. The Group’s interest rate MExmEE SEEEBEMNAEEH
profile as monitored by the management is set out below: FEFREF R :
2017 2016
—E—+tF ZE—RF
Effective Effective
interest rate interest rate
BRA=E BERRAI=
% RMB’000 % RMB’000
AR®T T ARETTT
Variable rate borrowings ¥ 8 fEE
Loans from government B4R & 5K
authority 3.66% 2,970 3.66% 2,970
The interest rate and terms of repayment of the Group’s NE E ) EEF RN IERH N &
borrowings are disclosed in Note 29 to the financial KM FE29IREE -
statements.
At 31 December 2017, it was estimated that a general R-_EBE—+F+=-_A=+—H ' &
increase or decrease of 100 basis points in interest rates, NHM S . (MEERXR A
with all other variables held constant, would decrease or s NPE1001EE LS - (S EBALE
increase the Group’s profit after taxation and retained B 71 18 5% | R AR 58 5 F1) 55 4> sk 188 70
profits by RMB25,000 (2016: RMB25,000). ARE25 000 (=T —7RF : AR
#05,0007T) °
The sensitivity analysis above has been determined Pt BRESN NBRENEERE
assuming that the change in interest rates had occurred HEEAEMEE - BEEsFARZERN
at the balance sheet date and had been applied to EEFERAKREETE - FASKTE
the exposure to interest rate risk for the borrowings in 100EESAEEBEHEET —FE
existence at that date. The 100 basis point increase or HEHIFHARFI R REHIRENAS B
decrease represents the management’s assessment of EFEEE(E o
a reasonably possible change in interest rates over the
period until the next annual balance sheet date.
(d) Currency risk (d) E#¥mEpE
The Group mainly operated in the PRC with most of AREBFENRBEKSETR - K2
the transactions settled in Renminbi and did not have DRGUAAN RS - B4 )

significant exposure to risk resulting from changes in
foreign currency exchange rates.
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38. FINANCIAL RISK MANAGEMENT (continued)
Financial risk management (continued)
(e) Price risk

39.

40.

(f)

The Group is not exposed to any equity price risk or
commodity price risk.

Fair value estimation

The carrying amounts of the Group’s financial assets,
including cash and cash equivalents, trade and other
receivables, loan receivables, the Group’s financial
liabilities, including trade and other payables, bank
borrowings and loans from government authority,
approximate their fair values due to their short maturities.

The nominal values less any estimated credit adjustments
for financial assets and liabilities with a maturity of less
than one year are assumed to approximate their fair
values. The fair value of financial liabilities for disclosure
purposes is estimated by discounting the future
contractual cash flows at the current market interest
rate that is available to the Group for similar financial
instruments.

SUMMARY OF FINANCIAL ASSETS AND
FINANCIAL LIABILITIES BY CATEGORY

The carrying amounts of the Group’s financial assets and
financial liabilities as recognised at 31 December 2017 and 2016
may be categorised as follows:

38. MR EE (&)
B35 LB IR (1)

(e)

(f)

39.

Bk m b
AEBEHEDESTANREERRR
FEmERRR -

R FEE
AEBEZMBEEE(BRRERRE
HEY  BRE SRR LEMER
IR KB E TR LA R A8 B 2 B 75
BE(BRENE SRR L EMEN
HIE - |ITEERBRFREETOR
MEIREIE - MEAREERERF
(ERIEES

R—FRIPZHBEERABZ
EERMETAGFEEFHREK AR
REHQFERE - EBEENM
5 UBRABZAFENRAEE
HEUSRMTATERS ZRETS
MEBERAK A NB S MEMIAET

MBEERMBEEERENS

7HHME

AEER T —EtFR_FT-—RF+_-A
=t HAERNUBEERYEAERN
FREMERR N XAt FIA D4R ¢

2017 2016
—E—+F —E—RF
RMB’000 RMB’000
ARBET T ARETIT
Financial assets Bk EE
Available-for-sale financial assets A EMIEEE 483,000 303,540
Loans and receivables (including cash B ERGIE
and bank balances) (BRERSRIETTES) 466,360 522,446
Financial liabilities g 3=
Financial liabilities measured RN BENTEEE
at amortised cost 227,045 208,385

APPROVAL OF THE FINANCIAL STATEMENTS 40. E#tB K%

The financial statements were approved and authorised for issue
by the Board of Directors on 29 March 2018.

BEEEgRN T A\F=A-ThAFEHMN
BT S SRR -

TG B REL(CEERNERAR]
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IEMBERE

(Expressed in Renminbi)
(UAREZT)

A summary of the results and of the assets and liabilities of the
Group for the last five financial years, as extracted from the published
audited financial statements is set out below.

Operating Results

AEERHEEE E?'J
MRFEZEE
ReExE

\m}i\)@

Year ended 31 December

MsmR 2 BEDE
RREHINOT ©

HET-A=1-HLEE
2017 2016 2015 2014 2013
—E—+tF “E—RF “E—hE —E—E —E—=F
RMB’000 RMB 000 RMB’000 RMB’000 RMB’000
AR¥T R ARETT ARBTT ARETT ARET T
Revenue \ 645,303 654,119 539,134 601,715 457,746
Cost of sales SHEMR (114,250 (135,266) (108,352) (115,213) (84,689)
Gross profit EA 531,053 518,853 430,782 486,502 373,057
Other income and net gains Ef ARz
or losses Eﬁ?ﬁ/%ﬁ 24,008 16,135 23,913 18,309 14,877
Distribution and selling costs AHREERY (335,128) (327,202) (271,170) (276,949) (255,319)
Administrative expenses THFx (47,165) (40,400) (45,534) (67,901) (37,347)
Profit from operations S R 172,768 167,386 137,991 159,961 95,268
Finance costs %ﬁéﬁﬁw - (101) (209) (297) (659)
Profit before income tax B BT S H AR Al 172,768 167,285 137,782 159,664 94,609
Income tax expense FERHAY (28,366) (24,615) (20,144) (26,879) (15,335)
Profit for the year attributable to ~ FRAARHER A
owners of the Company FE(EER 144,402 142,670 117,638 132,785 79,274
Assets and Liabilities EERAE
As at 31 December
W+=A=+-H
2017 2016 2015 2014 2013
—E—+tF —Z—RF -1 —TF —T—=
RMB'000 RMB 000 RMB'000 RMB'000 RMB'000
AR¥TR ARETL ARBFL AREBTT ARETL
Bearer biological assets N BEMEE 11,440 10,844 5,557 5,169 4,890
Property, plant and equipment ME - BENEE 166,133 172,672 134,986 144,307 99,483
Prepared lease payments BN LA E 15,520 15,974 16,428 16,882 17,335
Construction in progress EI%% 44,127 23,271 74,557 66,781 145,834
Intangible assets BV EE - - 659 2,519 11,229
Deferred tax assets EIERBEE 316 _ - - N
Current assets REYEE 1,000,536 852,495 675,807 548,008 371,352
Current liabilities mEEE (200,083) (180,198) (152.941) (151,239) (151,461)
Non-current liabilities FEREaE (26,962) (28,433) (31,098) (26,110) (25,130)
Net assets BEFRE 1,011,027 866,625 723,955 606,317 473,532
Share capital % 56,025 56,025 56,025 56,025 56,025
Reserves EA 955,002 810,600 667,930 550,292 417,507
Total equity BREs 1,011,027 866,625 723,955 606,317 473,532
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